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BB Relaxes Ceiling on Lending Rate Further

After raising the policy rate by 75 bps to 7.25%, BB (Bangladesh Bank) relaxed the lending rate ceil-
ing as well. They revised the ceiling on lending rate to SMART + 3.5% from earlier SMART + 3.0%.
Here, SMART means six months moving average of 182-days treasury bill rate.

For pre-shipment export, agriculture and rural loans, banks can add 2.5% with the SMART rate, which
was 2.0% earlier.

We are observing a change in intent in the monetary policy as BB is gearing towards higher interest
rate regime amid rising inflation and pressure on forex reserve.

After this relaxation in the ceiling, banks with high CASA (current account and savings account which
are low cost deposit) in deposit mix will have further room to widen their net interest margin and
banks who need to raise their deposit rate to maintain adequate deposit growth will find further room
to do so as well.

We view that BB will gradually rationalize the local lending rate considering the current inflationary
environment in the local market and global interest rate scenario. For instance, currently local private
institutions can borrow foreign loan at ~9-10.0% + local currency depreciation cost while they can
avail local loan at maximum 10.7%. Hence, most private borrowers still consider local loan cheaper.
As a result, many private borrowers are repaying their short term foreign loan and not opting for roll-
ing over those foreign loan. This has driven financial account (part of Balance of Payment) into deficit
which is putting pressure on forex reserve.

We anticipate that BB will find further hike of local lending rate necessary to relieve the pressure on
forex reserve.

BB Raises Margin over Reference Rate to 3.5% from 3.0%

Earlier Changed Lending Rate Formula

Margin 3.0% | ! Margin 3.5% | ! !

SMART 7.2% SMART 7.2%
Applicable Applicable
for October 2023 for October 2023

Source: Bangladesh Bank
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Disclaimer

For U.S. persons only: This research report is a product of UCB Stock Brokerage Ltd. ("UCB"), a company author-
ized to engage in securities activities in Bangladesh, under Marco Polo Securities 15a-6 chaperone service, which
is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) prepar-
ing the research report is/are resident outside the United States (U.S.) and are not associated persons of any
U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company,
public appearances and trading securities held by a research analyst account.

Research reports are intended for distribution by only to "Major Institutional Investors" as defined by Rule 15a-6
(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Se-
curities and Exchange Commission (SEC) in reliance on Rule 15a-6(a)(2). If the recipient of this report is not a
Major Institutional Investor as specified above, then it should not act upon this report and return the same to the
sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which
is not the Major Institutional Investor. In reliance on the exemption from registration provided by Rule 15a-6 of
the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institu-
tional Investors, UCB has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo
Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be affected
through Marco Polo or another U.S. registered broker dealer.
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Past performance is not necessarily a guide to future performance and no representation or warranty, express or
implied, is made by UCB Stock Brokerage Limited (UCB) with respect to future performance. Income from in-
vestments may fluctuate. The price or value of the investments to which this research report relates, either di-
rectly or indirectly, may fall or rise against the interest of investors. Any recommendation or opinion contained in
this research report may become outdated as a consequence of changes in the environment in which the issuer
of the securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and
valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any
means without the prior consent of UCB and UCB accepts no liability whatsoever for the actions of third parties in
this respect.

EQUITY RECOMMENDATION STRUCTURE (ABSOLUTE RATINGS)

We calculate our target price by weighting DCF, DDM, SOTP, asset-based and other relative valuation methods,
and applying appropriate premiums/ discounts and/or other relevant adjustments.

Recommendation Type Holding period (if not otherwise mentioned) Absolute Return Potential
Buy 12 Months More than +15%
Neutral/ Hold 12 Months Between -5% and +15%
Underweight 12 Months Less than -5%
ANALYST CERTIFICATION

Respective analyst(s) identified in this report certifies, with respect to the companies or securities that the indi-
vidual analyses, that (1) the views expressed in this report reflect his or her personal views about all of the sub-
ject companies and securities and (2) no part of his or her compensation was, is or will be directly or indirectly
dependent on the specific recommendations or views expressed in this report. The research analyst(s) named on
this report are not registered / qualified as research analysts with FINRA.

It has not been determined in advance whether and in what intervals this document will be updated. Unless oth-
erwise stated current prices refer to the most recent trading day’s closing price.
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