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Capital Market is Expected to Remain Vibrant in 2021

We expect capital market to continue its bullish momentum in 2021 and generate double digit return in 2021 riding on
excess liquidity in financial market, lack of alternative investment opportunities and expectation of higher earnings
growth of listed companies.

DSEX, the benchmark index of Dhaka Stock Exchange, made a strong come back in 2020 and witnessed 21.3% return
after plummeting of two consecutive years, . Lower deposit rate, lack of available investment opportunities and a good
number of favorable decisions taken by regulators made investors get back their confidence on capital market.

The implementation of the single digit interest rate for all banks pushed down the deposit rate drastically to 4.73% in
October 2020 which made the real return from bank deposits unattractive to the investors. Moreover, the sluggish
private sector credit growth and lack of investment opportunity of the financial sector pushed the excess liquidity to all
time high. As a result of which excess fund in banking sector stood at BDT 1.70 trillion in August 2020. Additionally,
Banks are forming Special fund of BDT 2.0 billion to invest in the capital market which was introduced by the
Bangladesh Bank at 5% interest rate. With all these excess fund flow in the market, the market will generate a sound
return in the upcoming year.

Positive movement of few major economic indicators like higher forex reserve and trade surplus along with continuous
growth in inward remittance will have immense impact on capital market.

Moreover, cheaper valuation multiples, positive business sentiment, improvement in corporate governance, expectation

of positive growth in aggregate earnings, approval of quality IPOs and strictness of maintaining regulations by BSEC

will make more favorable environment for investing in capital market. (J
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Bangladesh Economy- At a Glance

Economy Size
BOT 3,480.7 Bn

|
170 Mn

— Export USD 33.7 Bn

Inflation ) ~ <" Carita -
e GNI
: USD 1,905 p
— Import USD 54.8 Bn
L 4
Real Private p  arelh
GDP i 3} N r )
S Growth — Remittance USD 18.2 Bn
e 8.21% -y
) ‘ y \ \_ v
Debt to N p

Tax to _GDP GDP
Ratio Ratio
12.4% 40%

— Forex Reserve USS 41.1 Bn
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Record High Forex Reserve could be used to financing Development Projects

Foreign exchange reserves hits a record high of USD
42.09 billion in December 2020 because of the upward
trend of remittance and lower import payments.

Backed by strong remittance inflow and lower import
expenditure, the country's foreign exchange reserve
exceeded the USD 38 billion mark for the first time on
18t August 2020.

Current reserve is enough to meet the import demand

for over 7 months against the global practice of 3
months.

As the annual return from the foreign exchange reserve
had come down to 1% due to a decline in interest rates
worldwide, giving loans to government projects will be a
better option for the central bank.

Initially, central bank agreed to lend government the
reserve money to pay for power and port projects.

As per the expectation of the Finance Minister, the

foreign currency reserve would reach USD 50 billion by
2030.

Forex Reserve over the Fiscal Year

FY 21

FY 20

FY 19

FY 18

FY 17

Amountin USD Million
. 41,078.1
I 35,352.6
I  32,716.5
I 32,943.5

I 33,493.0

FY’21 up to October 2020

Exchange Rate Over the Month (BDT/USD)

84.90

Dec-19

84.92

84.80

Jan-20
Feb-20
Mar-20
Apr-20
May-20
Jun-20
Jul-20
Aug-20
Sep-20
Oct-20
Nov-20
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Remittance Inflow Er'uwing due to diversion from informal to formal channels

In the ongoing economic crisis, one of the most
positive things happening to our economy is the
increasing remittance which has increased by around
11% in last fiscal year.

Though the severe decrease in global petroleum price
and fallout of Middle Eastern economy caused the 16-
month low remittance inflow in April, the remittance
inflow bounced back in May and hit 2.6 billion mark in
July 2020.

Due to travel embargoes, the use of formal channels

increased significantly which pushed up the remittance
inflow.

Other factors, that made the negative impact of the
coronavirus on our remittance inflow less severe,
include: a 2% government incentive on remittance
introduced in 2019, loss of migrant jobs, Ilow
investment opportunity in developed countries,
growing network of Mobile Banking Services and
agent banking, & recent floods in Bangladesh.

FY 21 D— S S Amountin USD billion

FY 20 | ——— 18.2
FY 19 I 16.4

FY 18 I — 15.0

FY 17 | —— 12.8

FY 16 I 149

FY 15 I ——— 15.3

FY 14 | 14.2
FY’21 up to October 2020

260 Amount in USD billion

215 2.11 2,08
1.69 1.64

=
o
©

Jan-20
Feb-20 NN
Mar-20 | ;O
Apr-20 1IN
May-20 [
Jun-20 N 5

Dec-19 INENEGEGNG
Jul-20 I
Aug-20 NN g
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K.5.A and LUAE Together Contributes over 32% of the Remittance Inflow

Among the one crore Bangladeshi expatriates, most work
in the Middle East.

Bangladesh obtains over 58% of its remittance inflow from
the Middle Eastern countries, with K.S.A and UAE together
contributing over 35%.

The Middle Eastern countries were hit hard by the
pandemic as global petroleum prices massively fell and
these countries went into lockdown.

This resulted in huge job losses for Bangladeshi expatriate
wage earners.

FY'18 FY'19 FY'20 FY'21

K.S.A.
U.A.E.
Kuwait
Oman
Qatar
Bahrain
Others
Sub total
U.S.A.
Malaysia
U.K.
Others
Italy
Singapore
S.Korea
Others
Sub total
Total

2,591.6
2,430.0
1,199.7
958.2
844.1
541.6
2.4
8567.51
1,997.5
1,107.2
1,106.0
965.4
662.2
330.2
96.3
1495
6,414.2
14,981.7

3,110.4
2,540.4
1,463.4
1,066.1
1,023.9
470.1
7.8
9682.05
1,842.9
1,197.6
1,175.6
1,095.4
757.9
368.3
112.5
187.4
6,737.6
16,419.6

4,015.2
2,472.6
1,372.2
1,240.5
1,019.6
437.2
4.0
10561.31
2,403.4
1,231.3
1,364.9
1,129.2
699.2
457.4
177.8
180.5
7,643.7
18,205.0

3

2,584.8
1,178.0
776.1
770.0
561.8
252.8
1.6
6125.08

1,364.1
983.1
866.8
678.3
351.0
293.3
107.7
124.7
4,769.0
10,894.1
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Export to Fall Further owing to Order Cancellation by the European Retailers

As most of the export destinations were badly affected Amount in USD billion
by the COVID-19 and were under Lockdown in the first = FY21 S 128

half of the year, orders worth around USD 3.18 billion
was canceled. So, the overall export amount was very
low in April-May period. FY 19 I, 40.5

FY20 I, 33.7

L , FY 18 I 36.7
From halfway through June, a significant portion of

these cancelled orders were reinstated. Previously @ FY17 NN 4.7
cancelled goods being held in Bangladeshi exporters’

warehouses were released, leading to the sudden peak  FY'21 up to November 2020

n ‘]u'y' Amount in USD billion

_ 3.91
The export revived from July and new orders also got 353 3.62

back to the previous level eventually. With the help of
stimulus support given by the governments, the
damage has been controlled to some extend.

2.73 2.97 3.02 295 3.08

However, the European countries are suffering from a
second wave of the coronavirus. The subsequent
lockdowns and falling demand are expected to
adversely affect our exports again and so the
government is planning to offer a new stimulus
package for the RMG sector only.

Dec-19 NG
Jan-20 (I
Feb-20 NN
N
Ju-20 N
Aug-20 [N
Sep-20 N

Apr-20 B -

Mar-20 [
o
(6]
N
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May-20 [N ~
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Jun-20 [N -
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Nov-20 NN
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Import Dropped 13% in the First 4 manth of Current Fiscal Year

Supply chain disruption caused by the coronavirus Amount in USD billion
outbreak pushed down the overall import from the very Fr21 . 127

beginning of the year. 20 I 5.5

As a result, import fell by around 8.6% to USD 54.8 FY 19 |, 59.9
billion in FY"2020. Fr1s N 5.9
The significant drop of import was driven by the lower FY17 |, 47.0

demand of business expansion at time of economic

crisis.  Investment-related imports like capital FY’21 up to October 2020
machlnery and intermediate goods have dropped Amount in USD billion
considerably due to the pandemic. 5.25 5.33

4.81 4.65 438

3.53

Though the import has started to increase in the post
Lockdown period, from June 2020, the economic
activities are still stagnate.

However, the coronavirus vaccines rollout in the
United States and the United Kingdom has pushed up
the oil prices in the international market which
increased country's spending on imports slightly in

November. (g

Jan-20

Feb-20 _
Mar-20 _
Apr-20 I % ©
May-20 |
Jun-20 [N
w
Aug-20 I ¢

Nov-19
Dec-19
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Crude Petroleum Import Witnessed 75% Growth due to Historical Low Price

Major Imports (Values in USD million)

Cotton, Yarn, Textiles 11,241.8 12,811.5 14.0%
Others 6,386.0 6,636.6 3.9%
Consumer goods 3,516.2 3,705.2 5.4%
POL 4,561.5 4,626.6 1.4%
Crude petroleum 415.5 730.9 75.9%
Pharmaceutical 245.9 2938  19.5%
products
Iron and steel 5,246.3 4,997.0 -4.8%
Capital Machinery 5,412.6 3,581.3 -33.8%
Food grains 1,551.6 1,672.0 7.8%
Chemical 2,472.0 2,533.4 2.5%
Total 59,914.7 54,784.7 -8.6%

USA . Japan

8% Indonesia 6% Singapore

%

6%
Malaysia
6%

Country Wise Import
Contribution

China
41%

Major Export (Values in USD million)

Frozen food 500 456 -8.8%
Agricultural products 1,021 992 -2.9%
Raw jute 112 130 15.5%
Vegetables 100 164 64.5%
Manufactured products 39,013 32,226 -17.4%
Petroleum bi-products 204 23 -88.5%
Leather & Leather 412 319 22 6%
Products
Cotton & cotton products 152 134 -12.2%
Knitwear 16,889 13,908 -17.6%
Woven garments 17,245 14,041 -18.6%

Total 40,535 33,674 -16.9%

Japan, Netherlands,
0
3.6% g0 United
Italy, States,
3.8% 17.3%

France,
5.1%

Spain,
6.5%

Great
Britain,
10.3%

Country Wise Export

Contribution

(cbc
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Current Account Balance Turns to Paositive, mostly due to Lawer Import Demand

The current account balance turned to positive USD
41.1 billion in November 2020 riding on the increase in

4,109.0
remittance inflow and lower import demand.

Amount in USD Million

The global pandemic reduced both our exports and

imports. However, exports have been recovering as
international retailers have been reinstating their -
cancelled work orders as well as placing new orders (1,331.0)
with our garments sector.

Imports have not recovered proportionately as low (5,254.0) (4,849.0)
domestic demand has discouraged businesses from
capital expansion. On top of this, low global
commodity prices have reduced the amount of import

payments. (9,567.0)

FY 17 FY 18 FY 19 FY 20 FY 21

( b city bank capital
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This trade surplus is worrying for the government
since it is being caused by a slow domestic economy.




Excessive Food Price Pushed Up the Aggregate Inflation

Inflation picked up to 6.44% in October, the highest in
the last six financial years due to the supply
disruptions, prolonged floods and a lack of government
control over the commodity market.

The Covid-19 pandemic has pushed the inflation up as
it caused economic fallout resulting in people losing
jobs and curbing their spending capacity.

The overall inflation in the villages has gone up, while
in urban areas, it has gone down because of people's

migration from city to village being affected by the
pandemic.

As food constitutes 56.2% of the consumption basket,

increased food price caused higher aggregate
inflation.

If the current trend continues, it is expected that

inflation might surpass current years’ inflation target of
5.4%.

Inflation P-to-P

6.02%

N

5.54% jmm———( 5520 5.52%

5.94%

~

FY 17 FY 18 FY 19 FY 20 FY 21

FY’21 up to November 2020

—=e— |nflation (P-to-P) % -—e=—Food Inflation (P-to-P) % =—e==Non-food Inflation (P-to-P) %

7.34%

5.00%

4.97%
o o O o O o O O o o o o o
B T o N S SN N N N N L S S S I o
> &) ) = = = 2 = o> o >
5 9 &8 o S 2 ©& S5 2 S5 o L ©
= (=) - L S < s - s %) O =
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BB Policy Relaxation Could not Boost up the FDI

The financial meltdown caused by the coronavirus Amount in USD million
pandemic along with the ongoing economic hardship has Y20 N 2370
taken a toll on the FDI flow this year. FY19 I 3 sco

Net FDI nosedived 39% year-on-year to USD 2.37 billion Fris [ 2,530

last fiscal year along with equity capital which also Fr17 I 255
declined 39% year-on-year to USD 728 million.

Fy16 I 2,004
Though the government had targeted to attract FDI to
the tune of USD 32 billion under the seventh five-year
plan stretching from FY16 to FY20, the country
managed to attract less than USD 10 billion.

Absence of proper dispute settlement mechanism,
implementing one-stop services, and providing required
logistics and trade facilitation to foreign investors are the
major reasons for poor FDI.

To attract the foreign investors relocating from China,
FY 16 FY 17 FY 18 FY 19 FY 20

Bangladesh Bank has made a number of policy
( Cbc' city bank capital
making sense of your wealth

H Equity Capita M Reinvested earnings M Intra-company Loans

relaxations like, allowing to withdraw investments made Amount in USD million
in non-listed companies without the Bangladesh Bank's
approval and parking dividends in FC accounts.




Implementation of Single Digit Lending Rate Failed to Push up the Bank's Credit
Growth

_ _ ) —@— | ending Rate  ==@=Deposit Rate
The overall weighted average interest rate spread in

) : 51%
the country’s banking sector fell below 3% for the first 9.51% 9.58% 8.29%
: ) o 29% 7.67%
time amid enforcement of the 9% ceiling on the T T T A N e
lending rate. —o—o——o—90 0o oo -9 o o o , o
5.46% 551% 5370 4.73%
* As a result of the cap based lending rate, most of the :
banks faced significant fall in the operating profits in 222233 FI33IJJFJ IR
the second quarter of 2020 §53538:523=538383853%2¢88
q . s - 250 O0zaS5Sf=s< s A I »n O
» The interest rate spread increased slightly to 2.87% in . '
August 2020 which was 4.07% in March 2020. = Monthly Deposit = Monthly Credit
« Due to the lack of expansion opportunity in the o3 0 EEE N S
economy, lending growth failed to keep pace with the C:”g i N g
deposit growth. - a3 R B
« As of October 2020, Bank’s loans and advances
increased by 13.14% compared to the previous year 4 3 83 8§ § § § § 8 8 8 W®
and Deposit increased by 13.09%. s g 8 § 8 2 85 3 32 & 8

«  Amid low demands for loans, the banking sector saw ~ Ameuntin BDTbillion
its surplus funds increased by BDT 300.0 billion in a
month in August from BDT 1.40 trillion in July.

( bW city bank capital
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Banks' Excess Liquidity Hit All-Time High riding on Central Banks Palicy Support to
Implement Stimulus Packages

To ensure the availability of adequate cash in the | Liquidity Scenario MSoCBs  MPCBs  MFCBs  WSBs
banking system to support the government’s stimulus 1,609.2 1,696.6
packages, Bangladesh Bank relaxed several policy 1,395.3 1,416.9

rates which flooded the financial sector with excess 11185

liquidity.

Besides, the businesses are reluctant to expand their I

business in the slow economy. So, due to the lower

credit demand in the private sector, banks investment May'20 June'20 July'20 Aug'20 Sep'20
opportunity has also been reduced. Amount in BDT billion

S Call Money Rate over the month
As a result of such excess liquidity, banks have no Y

. . . 0,
choice left but to invest in the government treasury 4.8% 420 7%

bonds.

2.5%
1.8%
The call money rate also fell below 2% because of the

availability of funds in the banking channel.

Jul-20

Though excess liquidity in the country’s banking sector
would be beneficial for businesses, it would create
problems for savers, including fixed income groups and
retired professionals whose incomes are dependent on
bank interests.

Jan-20

Feb-20
Mar-20
Apr-20
May-20
Jun-20
Aug-20
Sep-20
Oct-20
Nov-20
Dec-20

city bank capital

making sense of your wealth




Ineffectual Decrease in Recorded NPL, 1% Extra Provision Required to Lower Risk

Default loan of the banking sector fell down by 18.7% Default loans over the Quarter Amount in BDT million
year on year in September 2020. This pointless
reduction in NPL is a result of the moratorium on bank
loan payments provided by the central bank.

(=)
[c0]
N
N
©
o
-

1,124,250

o
™
~
o)
o
<
i

993,700
939,110
943,310
925,110

961,170
944,400

Due to the fragile financial health of the Banking sector,
Bangladesh Bank directed banks to provide installment
deferment facility to all borrowers from 1 January to 30
June which was further extended till December.

Sep'l8 Dec'l8 Mar'l9 Jun'l9 Sep'l9 Dec'19 Mar'20 Jun'’20 Sep'20

The actual picture of defaulted loans would be apparent ' —
in the middle of the next year when the moratorium Provision Shortfall Over the Quarters Amount in BDT million
facility will not be available.

88,620
92,200

As Banks need not to keep provision for the overlooked
NPLs, the asset quality of most of the banks will further
worsen.

81,290

66,550

44,990

To mitigate the risk of any increase in bad debts caused
by the business slowdown in the coming vyear,
Bangladesh Bank ordered to keep 1% additional
provision on the unclassified loans of the banks.

Dec'18 Mar'l9 Jun'l9 Sep'l9 Dec'l9 Mar'20 Jun'20 Sep'20
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Unconventional Budget amid COVID-13 Crisis, Prioritizing the Health Sectar

Highly ambitious budget of BDT 5,680.0 billion is passed
in the Parliament riding on the banking sector to finance
the budget deficit of BDT 1,899.9 billion.

Budget deficit is increased to a record high which is 6%
of the country’ GDP, surpassing the typical "red line" of
a 5% gap.

The new budget prioritized health sector and increased
allocation by 23%. On top of that, the government kept
Tk10,000 crore aside as a lump sum amount to respond
to pandemic-driven circumstances.

Considering the economic crisis, the tax rate for the non
listed companies is reduced by 2.5% For the
betterment of the individuals Tax-free Threshold of
Income & Tax Rates has also been reformed after 5
Years.

For the betterment of the capital market, Black Money is
allowed to be invested in the capital market and Real
Estate along with some conditions. However, the
undisclosed amount invested in the capital market is
quite low.

Budget Summary

FY’21 Revised FY’20 GE‘;X/?“
Revenue 3,780.0 3,480.7 8.6%
NBR Tax 3,300.0 3,005.0 9.8%
Non-NBR Tax 150.0 125.7 19.4%
Non Tax Receipts 330.0 350.0 -5.7%

Operating expenditure 3,111.9 2,749.1 13.2%
Development 2,150.4 2,023.5 6.3%
expenditure

ADP 2,051.5 1,929.2 6.3%

Budget Deficit

External Sources 760.0 527.1 44.2%
Domestic Sources 1,099.8 973.5 13.0%
Bank Borrowing 849.8 824.2 3.1%
Non-bank Borrowing 250.0 149.2 67.5%

Amount in BDT billion

( b city bank capital
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Tax Revenue Collection Revived riding on Increased import of luxury goods

Tax Revenue collection started gaining momentum by ®NBR Tax Revenue  mRevenue Target

posting 4.11% growth in the first quarter of the current By 21 499 9

fiscal year. Still there was a shortfall of BDT 137.24 e ——— 720
billion against its target set for the period. FY 20 m 2 sl

Of its three wings, VAT Wing posted 1.19% growth, v [ s
Customs Wing 6.78%, and Income Tax Wing 4.92% in 3.166

July-September period. The higher growth of customs FY 18 20231

and income tax wings was driven by increased import of ’

luxury goods in Q1 of FY'21. FY621 Up to September 2020, Amount in BDT &k
Monthly Tax Revenue Collection Amount in BDT million

The Tax revenue collection slowed down a bit in the
lockdown period because of the lower level of import.

O
. . . (o)}
However, it rebounded in June and total Tax revenue in - >
FY’20 stood at BDT 2.1 trillion which was 37.3% lower PE B B o= B d & & 5
=2 el =] S o N Tel =)
than the set target. E E N § E S a =
% — —
The ambitious target of Tk 3.30 trillion for FY’21 seems o o © © © © o ©o© o o o
. : : . 705 9 9 9 9 494 9 g 4 g
unattainable in current economic scenario as NBR 8 é g Eﬁ E g 3 § 5, 3 g 5?

would have to achieve 48% growth over the last year's
actual collection of BDT 2.23 trillion for achieving the

target.
( bW city bank capital
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TPEHSI.IFV Bond Yield DEEFEHSng in Absence of Alternative Investment Opportunity

Treasury bond yield witnessed a drastic fall since June
2020 because of the lack of investment opportunity in

the financial sector of the country. —&—Yield of 2Y T-Bond  =@=Yield of 5Y T-Bond

As already mentioned, the banking channel is flooded 8.97%
with excess liquidity and the Imbalance in the money
market caused the banks to shirk private sector lending.
So, the banking system is left with a very few
investment opportunity.

Moreover, due to the implementation of cap based
interest rate, the net interest income of the banking
sector has decreased significantly in the first half of the 3.64%  3.49%
year. On top of that, the businesses are struggling to

maintain their regular operations due to the economic

slowdown.

Nov-19
Dec-19
Jan-20
Feb-20
Mar-20
Apr-20
May-20
Jun-20
Jul-20
Aug-20
Sep-20
Oct-20
Nov-20
Dec-20

So, banks are preferring to invest in the risk free
treasury bonds which have pushed down the treasury
bond yield by around 3.5% from June to December.

The treasury bond rate is expected to decrease further if
the excess liquidity of the financial system prevail in the
upcoming days.

( b ity bank capital
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Private Sector Credit Growth Far below the Target of 14.8%

Offering loans at cheap rates could not rebound the
private sector credit growth as investors are still sticking
to survival strategies instead of going for expansions
after the reopening of the economy.

The disbursement of several stimulus packages from
June to September picked up the credit growth to 9.48%
in September this year. But it again fell down to 8.6% in
October as a number of the stimulus packages have
already been implemented.

The private sector credit fell down to 8.61% in June
2020 as government’s borrowing from the banking
system rose by nearly 109% to BDT 722.46 billion.

However, in fiscal year 2021, the government’s loans
from the banking sector remained far below than its
budgetary projections of BDT 849.80 billion.

The government’'s net borrowing from the banking
system has been remaining low in FY21 because of the
slow pace of spending in the annual development
program and the increase in the sales of national
savings certificates.

Private Sector Credit Growth

o o o
I I «
c o) =
< ) ]
) s =

Apr-20

May-20

Government Bank Borrowing

©
o 0
™ L

Nov-19
Dec-19
Jan-20

Amount in BDT billion

Feb-20

62.2

Mar-20

108.3

55.5 |

Apr-20

Jun-20

May-20

Jul-20

71.8

Jun-20

Aug-20

60.3

Jul-20

Sep-20
Oct-20
Nov-20

67.6
| (75.0)

Aug-20
Sep-20
Oct-20
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LOVID-13

Impact & Recovery




Govt. Declared BDT 1.0 Trillion Stimulus Packages to Revive the Sinking Economy

* First case of corona virus detected on 08th March 2020 in Bangladesh. As of December 2020, total corona virus
affected cases stood at 512,496 recovered 456,070 and died 7,531 persons.

* To offset the impact of COVID-19, government announced stimulus packages worth of BDT 1.01 trillion which is
around 3.6% of county’s total GDP. This fund will be distributing through banking networks.

* Among the total 19 packages, highest BDT 300 billion has been allocated for providing working capital facility to the
affected industries followed by BDT 200 billion for supporting working capital of Cottage, Macro, Small & Medium
Enterprises and BDT 128 billion for Export Develop Fund.

BB’s Monetary Response amidst COVID-19:

Reduced Bank Reduced REPO &
Rate to 4.0% Reverse REPO to
4.75% & 4.0%

CRR Reduced by
150 basis Points

Increased ADR limit to
87% & 92% for Loan downgrading is
Commercial Banks & not permitted up to
Shariah Banks December 2020
respectively

Suspended the interest

on all types of loans for

the months of April and
May

3
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Impact of COVID-19 in Economy & Capital Market

*+  The economy growth of Bangladesh slowed down due to the world wide pandemic. Initially, government targeted 8.20% GDP
growth for FY’2019-20 which was likely achievable in that time but it has been revised to 5.24% due to the COVID-19
outbreak. In FY’2020-21, government has set challenging and high ambitious GDP growth target at 8.20% in expectation of
quick recovery of economy.

-  Effect of pandemic also noticeable in capital market. DSEX started to dip sharply from 8" March of 2020 when the first case of
coronavirus detected in Bangladesh. Market faced a quick fall of around 700 points in just 7 trading session and touched 5
years’ low index points of 3,588.8. Amid continued bleeding in stocks, the capital market regulator intervened directly through
imposing a floor price in the market. As a result, index went up over 3,900 points from 3,600 level overnight.

. In FY 2019-20, NBR faced around BDT 1,297 billion shortfall in tax collection. NBR managed to collect around 62% revenue
against targeted BDT 3,481 billion. Sluggish economic activities, lower import growth and decrease in profit of corporation
affected the revenue collection.

»  Export and Import fall sharply due to world wide lock down to shrink the corona virus outbreak. In FY’2020 total import fall by
around 8.6% to USD 54.8 billion, besides import dropped by 13% in first four months of current fiscal year. Such significant fall
in import was driven by supply chain disruption, lower business expansion and decrease in import of capital machineries.
However, cancellation of around USD 3.18 billion order of RMG products forced to drop export earnings by 16% in FY’2020.

+ Positive trade gap and remarkable growth in inward remittance made surplus in current account balance (stood at USD 4.0
trillion) after deficit of four years.

. It is worth mentioning that forex reserve hit all time high at USD 41.0 billion riding on lower import payments and higher

remittance.
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Capital Market Development

Bangladesh Bank Ministry of Finance

Introduce low

° Floor Price interest special
Reform 7 Q fund of BDT 200

° category criteria crore for each Allowance of

bank. black money in

Reinforce ° the capite}l

o Director’s 30% Reform policy market Wlt.h 10%
holding rates like, CRR, tax (Lock in for

. © SLR. ADRto 1 Year)
° Enlistment of improve the

Quality IPOs liquidity condition
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Requlatory Changes Throughout the Year 2013

21-Dec-20 Amendment of Sanchaypatra Rules & Policy 28-Dec-20  Exit plane for delisted securities
13-Dec-20  Directive on opening digital booth of the stock brokers

21-Dec-20 Revision of Guidelines on Stress Testing for Non-Banking

Financial Institutions. 10-Dec-20 Directive_on compliance of 30% shareholding requirement of listed
21-Dec-20 Amendment of NRB Bond Rules Companies
20-Oct-20  Loan Classification and Provisioning - _ _ 12-Nov.po  Exemption of clause (c) of sub-rule (3) of rule 3 and clause (g) of sub-
20-Sep-20 Refinance scheme of 5000 crore taka for providing working capital rule (4) of rule 3 of BSEC (public issue) Rules, 2015

in agriculture sector due to break-out of Novel Corona Virus L ) . . .

) - _ _ 6-Sep-20 Directive on financial reporting and disclosure of mutual fund and

26-Aug-20 Regarding Loan/Lease/Advance Classification for Financial asset manager

[T 2.Sep-20 Restriction on using name and logo of BSEC, DSE or CSE in social
21-07-20 Loan Classification and Provisioning for Cottage, Micro and Small P media

Credits under CMSME. 1-Sep-20  Condition on the issuer company under “Z’- category
25.June-20 Financial stimulus package to mitigate probable economic impact 1-Sep-20 Order with regard to “Z”-category Companies

PR (D) [BITEE! i N CE Ceme VIS (SO D), 8-Jul-20 Conducting AGM/EGM/BOD’s meeting of listed companies/securities

21-June-20 Re-fixation of Cash Reserve Ratio (CRR) of Financial Institutions ainefaiticldoiiipiatioin

5-Jul-20 Amendments to the Bangladesh Securities and Exchange
Financial stimulus package to mitigate probable economic impact Commission (Alternative Investment) Rules, 2015

10-May-20 A

LS L CEL I I (Sl e U (EOVIDREY) >-3un-20 Exclusion of the period of general holidays in counting time for certain
13-May-20 Refinance scheme of 5000 crore taka for providing working capital regulatory compliances

Y22 in agriculture sector due to break-out of Novel Corona Virus 19-Mar-20  Lowest Limit of the Circuit Breaker

24-Mar-20 Regarq g MR LESE/ e WEES (G Sl feai e ety (R Clarification for Orders and Noatifications including Corporate

Institutions 5-Feb-20 Governance Code
19-Mar-20 Special Policy on Loan Rescheduling and One Time Exit ] )

5-Jan-20 Regarding sale of assets of any listed company

Constitution of Special Fund for Capital Market and Investment

Policy 1
( bW city bank capital
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Capital Market Highlights 2020

[ DSEX Posted 23.1% Return by Closing at 5,402.1 Points ]

Average
Daily
Turnover
BDT 6.5 bn

35.1% YoY
Growth

Top
Gainer

ZEALBANGLA

BDT 4.5 tn STANCERAM
32% YoY 55%

Growth
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DSE Market Index and Turnover Performance Timeline in 2020
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Bangladesh Bank allowed to
schedule banks to invest BDT
2.0 bn in capital market

Market Resume
After 66 Days

6-Jun-20
24-Jun-20

5,402.1

-Jul-20

30-Jul-20
=Aug-20
4-Sep-20
22-Sep-20
10-Oct-20

28-Oct-20

15-Nov-20
3-Dec-20
21-Dec-20

Last trading day

before lock down

BSEC asked sponsors' of noncompliant
companies to hold minimum shares to
fulfil the share holding rules

BSEC reformed
margin lending
policy

First cases of COVID-19
confirmed in Bangladesh

BSEC had set floor
price

Single day trade record at
DSE due to block transaction
of GlaxoSmithKline shares

Bangladesh Bank
extended instalment
deferment facility till

December 2020
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Market Closed 21.3% Higher Although Index Touched at Historical Low of 3,588.8 Points

: : Year End Index Points and YoY Ret
Despite COVID-19 pandemic market upturned strongly ear=nd ndex roints and Yo Returmn

from bearish trend of previous two consecutive years. In = Index (LHS) YoY Change (RHS)

2020, the benchma_lrk index of Dhaka Stock Exchgnge 8.000.0 o130 30.0%

(DSE), DSEX, registered 21.3% return (949.1 points) ' 20.0%

and closed the index at 5,402.1 points. 6,000.0 ) 10.0%

4,0000 o o g g 0.0%
In fact, overall market return is 24.1% comprising of 20000 B @ N N B -10.0%
21.3% capital gain and 2.8% dividend yield. o S sl Bi ﬁ -20.0%
-30.0%

) o ) 2012 2013 2014 2015 2016 2017 2018 2019 2020 ’

After the reopen of market, investors were gaining their

confidence to invest and also assured that down side risk Historical Market PE Ratio, X

of the stocks were lower due to floor price. mm PE Ratio, X 10-Year Average, X

In the budget FY 2020-21 government allowed black 20.0

money in the capital market with certain conditions, 15.0 [ | ||

Bangladesh bank implemented the mandatory single

digit interest rate, allowed to schedule banks to invest 10.0 g B N B B
BDT 2.0 bn in capital market and reduction of CRR, 5.0 i M B
REPO & Reverse REPO contributed to increase the _

liquidity. 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
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Total Turnover Grew by 17.2% despite Short of BB Trading Session

Market remained close around 66 trading sessions due to Daily Average Turnover at DSE (BDT billion)

nation wide lock down but it could not drag down the turnover mmmm Daily Average Turnover (LHS) YoY Change (RHS)
growth. Yearly turnover in DSE in the year 2020 was BDT 10.0 100%
1,350.0 billion compared to BDT 1,138.4 billion in 2019, 8.0 ‘A
registering 18.6% increase on YoY basis. Moreover, Daily 3% 500
average turnover increased by 35.1% in YoY basis and stood 6.0 2506
at BDT 6.5 billion which was 4.8 billion in previous year. 40 7 / o
. . z 5% !-150/ !13% © 0%
Overall insurance sector and also few large cap stocks like 2.0 < S
Beximco Pharma, Beximco Limited, BRAC bank and Lafarge ) 7%ﬁ ' L,% i 50%
Holcim led to increase turnover. Furthermore, extension of 30 2012 2013 2014 2015 2016 2017 2018 2019 2020
minutes trading hour also contributed to massive turnover
growth. Total Turnover at DSE, BDT billion
Turnover Velocity Ratio mmmm Total Tunover (LHS) e Y 0Y Growth (RHS)
2,500 82.1% 100.0%
59%
510 2,000 \ o
41% 36% 37% 350 0 1500 . ’
33% ) 4% 34% 504 1,000 - :
’ < 1/ 0.0%
500 -k :
. -50.0%
2012 2013 2014 2015 2016 2017 2018 2019 2020
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
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Insurance & Pharma Sector Led the Turnover in 2020

Telecommunication Cement Others
3% 3% 4%
IT Sector (Beneragggzurance
Food & Allied 3%
4% \\
Financial
Institutions
5%
Fuel&.Povver_//////
6% Pharma &
Chemicals
17%

Miscellaneous

7%
TextHe_///////////// \\\\\\\\\\\\_ . _
8% Engineering

11%

Bank
9%
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General Insurance Continued the Gaining Streak of 2019

General Insurance N 33.7%
Engineering [,  355.0%
Miscellaneous . 16.1%
Services & Real Estate I 39.3%
Telecommunication I 35.9%
Pharma & Chemicals I 34.5%
Financial Institutions I 32.2%
Cement I 29.1%
Food & Allied I 23.2%
Travel & Leisure I 17.5%
IT Sector I 14.2%
Jute I 13.6%
Fuel & Power I 11.0%
Paper & Printing I 6.9%
Textile I 56%
Bank I 5.3%
Ceramics Sector Bl 4.6%
Tannery Industries -2.7% 1

Life Insurance -4.8% I
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Large Cap Companies Dominated DSE Turnover in 2020

: Contribution to total DSE Price Return in YTD
icker Yearly Turnover Average Daily Turnover
turnover 2020

BDT billion % BDT million
BXPHARMA 58.2 3.9 279.7 201.9
BEXIMCO 457 3.0 219.5 313.0
SQURPHARMA 25.9 1.7 124.7 21.3
LHBL 21.8 1.5 104.9 42.3
BRACBANK 21.4 1.4 102.7 (16.6)
ORIONPHARM 18.1 1.2 88.5 103.3
GP 18.0 1.2 86.8 21.4
IFIC 16.8 1.1 81.3 68.9
BSCCL 16.7 1.1 80.1 77.1
PIONEERINS 135 0.9 65.7 120.2
KPCL 13.1 0.9 63.2 (3.0)
REPUBLIC 12.7 0.8 61.3 136.1
BATBC 12.5 0.8 60.4 21.7
SSSTEEL 125 0.8 60.6 (22.7)
LANKABAFIN 12.4 0.8 59.6 83.2
RUPALIINS 11.5 0.8 57.9 113.5
PTL 11.3 0.8 57.1 (5.7)
ADNTEL 11.1 0.7 55.9 58.8
UPGDCL 11.0 0.7 53.6 18.2
SONARBAINS 10.9 0.7 56.6 74.1

3
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Good IPOs Got Approval, Bad Ones Denied

In 2020, 7 equity companies got listed at DSE. Among the listed
companies two companies (WALTONHIL & ADNTEL) raised
fund through book building method and rest of five companies
raised fund through fixed price method. The newly listed equity
companies raised BDT 7.6 billion through IPO including
premium.

ROBI, the biggest ever IPO in the history of Bangladesh, got
listed in capital market. ROBI is also the second largest company
in telecommunication sector which raised BDT 5,238 mn through
IPO. Previous highest IPO was Grameenphone which was listed
in 2009 and raised BDT 4,861 mn.

After 2011, APSCL Non-Convertible and Fully Redeemable
Coupon Bearing Bond (APSCLBOND), a corporate bond also
listed at DSE and raised BDT 1.0 billion by issuing 0.2 mn
shares with face value of BDT 5,000 (no premium).

The newly listed equity companies posted 155.1% return,
calculated based on the year end closing price and first day
closing price as opening price.

Considering the recent history of IPOs, not a single equity listed
in 2020 depressed the investors. All the listed equities posted
handsome return from the debut trading session. AOL generated
highest return of 290% followed by WALTONHIL (+195%),
CRYSTALINS (163%), DOMINAGE (148%) and EIL (+123).

Price Return of Equities Listed in 2020

290%

AOL

Fund Raised By Equities in 2020, BDT mn
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Companies Awaiting to be Listed in 2021

. The new commission of BSEC decided to established a vibrant and dynamic capital market and already took lots of measures to reach their
goal. In 2020, BSEC approved some renowned and fundamentally sound companies to raise capital through IPO. Already 4 companies
completed their bidding/ subscription and few more companies already got approval and are yet to start their subscription period.

. We are expecting that in future more fundamentally strong companies, especially MNC, will get approval for listing in market to attract the
foreign investors and general investors can trust the companies to invest their fund safely.

. Moreover BSEC started new bidding method known as Dutch auction to determine the cut off price in book building method. The main
purpose of implementing this auction is to stop the manipulation in auction and set a fare price of the stock by ElI.

Table: List of Companies Got Approval for IPO

- IPO Method IPO Amount Total Shares Cut-off Price Offer Price

1 LOVELLO Fixed Price 300,000,000 30,000,000 10.0
2 EGEN Fixed Price 150,000,000 15,000,000 - 10.0
3 INDEXAGRO Book Building 500,000,000 7,786,465 62.0 56.0
5 LRBDL Book Building 1,500,000,000 45,243,144 30.0 27.0
6 MIRAKHTER Book Building 1,250,000,000 20,771,547 60.0 54.0
7 EPGL Book Building 1,500,000,000 40,293,566 35.0 31.0

city bank capital
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Net Foreign Sell Continued for 3rd Consecutive Year

FPI as % of DSE Equity Market Capitalization

Jan-20

Despite the 21.3% Index return, foreign investors remained in exit mode. Net foreign sell has been observed for the
3rd consecutive year which happened after 2010.

Foreign holding of DSE equity market capitalization is also in decreasing trend. As of December 2020, foreign

portfolio investment as percentage of DSE equity market capitalization stood at 5.1% while it was close to 7.5% end
of 2017.

Outstanding Foreign Portfolio Investment (FPI) declined by BDT 6.1 BN to BDT 188.4 BN (5.1% of DSE equity M
cap) in December-end 2020 from BDT 192.3 BN (7.46%) in December-end 2019.

As of end 2020, out of total DSE equity market capitalization, foreign investors hold highest 43.4% in Pharma &
chemicals sector followed by 19.1% in bank and 18.4% in food & allied sector.

Sector Wise Foreign Holding

Engineering, Other

2.0%
Textile, 2. 3% ° SeCtOFS,

3.1%

NBFls,3.4%___ —

Telco, 8.3% _/ \\‘

Food & /
Allied, 18.4%

Pharma &
—— Chemicals,
43.4%
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Mutual Fund Sector Registered 36.9% Price Return

Yearly Price Return of Mutual Fund
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Insurance Sector Companies Dominated the Gainers Chart
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Fundamentally Sick Companies Led the Loser Chart
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Unilever acquired GlaxoSmithKline and Posted 99.3% Price Return

. Unilever, a global giant company acquired 81.98% shares of GlaxoSmithKline Bangladesh Limited in June 2020. After acquisition, Unilever
replaced the name of GlaxoSmithKline to Unilever Consumer Care Limited (DSE Ticker: UNILEVERCL).

. 12 MNCs posted 27.3% price return in 2020. Among the companies UNILEVERCL generated highest return of 59.9% followed by LHBL
42.3%, MARICO 27.8%) and RECKITTBEN 26.7%.

. Whereas HEIDELBCEM, RAKCERAMIC, SINGERBD and LINDEBD witnessed loss due to sluggish earnings over the years.
Price Return of 12 MNC Companies Dividend Yield of 12 MNC Companies
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Top 20 Market Cap. Companies Registered 39.8% Return

« Top 20 M cap companies hold around 60.0% of total equity market capital. GP hold the highest 12% of total market
cap and posted 12% return in 2020.

« The newly listed Walton & Robi also managed to place in the list of top 20 market cap companies. Walton and Robi
hold 9% and 4% of total equity market capital respectively.

Large Cap Companies & Percentage of Equity Market Cap Return of Large Cap Companies in 2020
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Changes in Top Foreign Holding Companies

Increase in Top Foreign Holding Companies
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Changes in Top Sponsor Holding Companies

Increase in Top Sponsor Holding Companies

17.0% 15.0%

14.1%
13.0% 12.0% 116% oo
- 9.8% 9.6% 9.3% 9.3% 9.0% 8.6% 8.5% 8.0%
< o (@] o = (@] @] = o0 — n — b — (@)
= 2 0 v 9 T 0 w < y z 9 T 8] a
< 2 2 2 g s = % ! I ? = % & c
< Z ¢) < > < Z = = 4 @ z >
T = o S _ N < _ 5 o
o n < < (@) om 0] @) o o w
é < X - o < 8 g =
. = 2 = o o =)
m
Decrease in Top Sponsor Holding
o S > < n
%)
= 2 ? o 2 z & 0 o z < <
Lu z w 4 = w < =
S < 0] > = N < E = g =) w o
[= = o) a | = w 14 o =2 o o > ) =
< o x u T = Q @) E z o) [ = <
Z a a [°4 o O < z z S a a n EE %
_5.39 -4.9% -4.5% -4.3% -4.2% -4.2%
I l 68%  -68%  Oo7%  53% 9%
-11.6%
-15.9%
22.20h -19.8% -18.8% -18.5%
(Cbc city bank capital

making sense of your wealth



Changes in Top Institution Holding Companies

Increase in Top Institution Holding Companies
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Disclaimer

This Document/Report has been prepared and issued by City Bank Capital Resources Limited (CBC) on the basis of the public information available in
the market, internally developed data and other sources believed to be reliable. Whilst all reasonable care has been taken to ensure that the facts and
information stated in the Documents are accurate as on the date mentioned herein. Neither CBC nor any of its director, shareholder, member of the
management or employee in the research team or employee represents or warrants expressly or impliedly that the information or data of the sources
used in the document are genuine, accurate, complete, authentic, and correct. Moreover, none of the director, shareholder, member of the
management or employee in the research team or employee represents in any way be responsible about the completeness, authenticity and correctness
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