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EDITORIAL

Market capitalization of Capital market of 
Bangladesh reached Tk 3,869 billion which 

is equivalent to US$ 46 billion (US$ 1= Tk 83.90). 
This  is less than 20% of GDP (US$ 249.1 in 
2017) of Bangladesh. In USA Market cap to GDP 
ratio in Sep 2017 was 151% which is 249% in 
Singapore and 89% in India. Our entrepreneurs 
still prefer debt as a means of financing. Different 
steps has been taken to revitalize capital market.

Strategic partnership agreement between the 
Dhaka Stock Exchange (DSE) and the Chinese 
consortium of Shenzhen Stock Exchange and 
Shanghai Stock Exchange went into effect from 
September 2018. The DSE authorities handed 
over 25% of DSE shares to the consortium. 
The Chinese consortium paid Tk 947 crore to 
the DSE for the shares. The money was equally 
splited among 237 DSE shareholders, with each 
receiving about Tk 4 crore. 

Bangladesh securities & exchange commission 
has developed a 10 (2012-2022) Year Master 
Plan for capital Market.  Objective of the 
Master plan is “To develop a balanced, stable 
and resilient capital markets in Bangladesh”. 
This plan will have the following Five Strategic 
Objectives: • To rehabilitate the SEC in terms 
of: o Securing crucial (operational and financial) 
independence for the SEC; o Strengthening its 
organizational structure; o Enhancing (the quality, 

quantity and skills of) its staff; and o Strengthening 
its (information and internal control) systems • To 
strengthen the rules and regulations pertaining to 
the capital markets; • To upgrade financial market 
infrastructure; • To create a fertile environment to 
enable the orderly and sustainable emergence of 
new products (e.g. corporate bonds, asset‐backed 
securities and derivatives); • To ensure a fertile 
environment to enable the orderly and sustainable 
expansion of institutional investors’ (e.g.  mutual 
funds, insurance companies, pension funds) 
participation in the capital markets;

Bangladesh Capital Market Development Master 
Plan (CMDPMP), summarized in Appendix 1 
consists of 70 principal initiatives, organized in the 
following seven categories: 
• Implementation arrangements; 
• Legal and Regulatory Initiatives; 
• Bond Market Initiatives; 
• Financial Market Infrastructure Initiatives; 
• Institutional Investor Initiatives; 
• Derivatives and Securitization Initiatives; 
• Taxation Initiatives.

Capital market will be vibrant and will be 
participated by a wide range of general public. We 
hope, entrepreneurs will be able to raise fund from 
capital market easily.

Shawkat Hossain FCMA
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Dear Fellow and Associate Members of the Institute,

It is my pleasure to share with you some of my efforts that have been 
materialized by the time. As I have finished my presidential term for one 
more year, I was always careful to keep me busy with new challenges 
in line with the Maturity Model I have presented before you. You will 
agree with me that the opportunity doesn’t come always. Philosophically, 
I always try to get benefit from every opportunity before others. But like 
every human being, I am not out of limitations. Though I have tried always 
to make me perfect, it is not that every time, I was successful. I believe that 
every single deed I have done, it is done only for the sake of the profession. 
I don’t have any personal interest. Every achievement is the achievement 
of yours and every single failure is the failure of mine. I am thankful to all 
of you for your spontaneous support and courageous action which guided 

me from the back. You make me indebted. 

From the very beginning, the development of this profession gets the highest priority in 
my every action. Very recently, ICMAB has signed a MoA with United International University 

to arrange an accelerated path for our students and members, particularly for intermediate entry route 
students. With a very good intention of supplying meritorious members to the talent pool of the country, 
ICMAB has opened the door for HSC passed students like other professional accounting organizations. 
However, the mindset of our parents is to have a university degree for their kids, professional degree is a 
marginal requirement only. When they are continuing with university education in addition to CMA studies, 
they are not doing well at professional exams and get de-motivated. After a long period of negotiations, we 
came out successful with UIU. They are allowing 29 papers waiver out of 39 to our IER students (depending 
on the level completion status with ICMAB) which will surely give them an ease to plan their study.

ICMAB has also signed a MoU with Global Reporting Initiative (GRI) whereby ICMAB will act as a 
representative of GRI in Bangladesh to develop the skills of corporate reporting professionals in line with 
the integrated thinking framework of GRI. You know that integrated reporting is the future reporting 
framework and this MoU will capacitate ICMAB and its members to develop a tent pool who will guide the 
corporate sector. During March 28-29, GRI is organizing a high-level event titled ‘Sustainability Reporting 
for Sustainable Development’ in Colombo where they will launch the ESG guidance documents for 
Bangladesh along with SDG Agenda 2030 for Bangladesh. It is expected that this MoU will help ICMAB to 
build a position in corporate reporting arena.

ICMAB has also approached Association of Certified Chartered Accountants (ACCA) to avail the benefit 
of maximum waiver for our members. I am happy to let you know that ACCA approves maximum 9 papers 
waiver for ICMAB members including Audit and Assurance. It opens another door for our members to 
get another global designation. It is also an endorsement of our curriculum by a global professional body.

We are also keeping our continuous effort to train our students, members and corporate practitioners 
from all possible avenues. We offered advanced certificate course on IAS/IFRS, 38 hours long BPO training 
program, young leadership programs, training programs for uplifting the capacity of our senior students. 
We have tried to keep ICMAB vibrant every time. It should be an incubator of learning and development. 
The journey is going on. You know that we have been allotted a land of 30.26 kata at Purbachol where we 
will build a dream campus of ICMAB. We are trying to manage fund for the land from all possible sources. 
This year, I believe, you will get news on much more development. We need your support and guidance.

Long live ICMAB

President's
Message

Mohammed Salim FCMA 
President, ICMAB
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Abstract
The study examines the effect of board characteristics (represented by board size, board independence, and 
proportion of female director) on both accounting (return on assets) and market based (Tobin’s Q ratio) 
performance of listed banking institutions of Bangladesh. To this end, the study analyzes five years data (2013 
to 2017) of 30 banks listed in the Dhaka Stock Exchange. The results of the study demonstrate a significant 
positive effect of board independence and female directorship on market-based performance of the banks. 
However, the effect of board size on both return on assets (ROA) and Tobin’s Q are not statistically significant. 
Moreover, the study finds insignificant effect of board characteristics on accounting-based performance of the 
banks. Unfortunately, the result demonstrates an inverse association between ROA and Tobin’s Q indicating 
that accounting and market based performance are not going in the same direction. The results of the study 
may be useful to the top management of those banks who seek to influence their performance by reshaping 
their boards.

Keywords:  Board characteristics, Firm performance, Board size, Board independence, Female directors, 
Bank.
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1. Introduction
Corporate governance mechanisms are basically 
classified into two broad categories: internal (e.g., 
board of directors, ownership structures, audit 
committee) and external (e.g., legal infrastructures, 
market for corporate control) (Bushman and 
Smith, 2001; Dalwai et al., 2015). Corporate board 
is considered as one of the dominant internal 
mechanism (Brennan, 2006) since the board has the 
authority to monitor, supervise and endorse the 
activities of management (Jonsson, 2005; Terjesen 
et al., 2016). Several prior studies (e.g., Fields and 
Keys, 2003; Luan and Tang, 2007; Jackling and Johl, 
2009; Kim and Lim, 2010; Kang et al., 2010; Gul et al., 
2011; Terjesen et al., 2016) demonstrated significant 
effect of board composition on firm’s performance. 
However, there exist inconclusive results in regard 
to the effect of several aspects of board composition 
on firm’s performance (Dalton et al., 1998; Rashid, 
2009; Terjesen et al., 2009, 2016). 

Majority of the prior studies on the effect of board 
characteristics have been conducted in the context 
of developed economies, there still exist dearth of 
researches on this issue in the context of developing 
economies (Shleifer and Vishny, 1997; Denis and 
McConnell, 2003) such as Bangladesh (Rashid, 2009). 
Moreover, very recently, Bangladesh Securities and 
Exchange Commission (BSEC) has published a 
Notification on Corporate Governance Code on 
June 03, 2018 to be complied by listed companies 
(BSEC, 2018). This notification prescribes different 
regulations in regard to board composition such 
as the minimum and maximum number of board 
members, the proportion of independent directors 
including their qualifications and so on. The 
present study attempts to examine the effect of 
different aspects of board characteristics on firm’s 
performance using the context of banking industry 
in Bangladesh. The rational for the choice of banking 
industry lies in the fact that the intense regulations, 
complex nature, and level of risk differentiate the 
corporate governance of financial institutions such 
as banks from that of non-financial firms (Levine, 
2004). 

The present study is expected to contribute to 
the literature in a number of ways. First, the study 
focuses on all the banks (over five years from 2013 
to 2017) listed in Dhaka Stock Exchange (DSE), 
therefore expected to provide an overall picture 
of listed banking industry.  Second, the study uses 

both accounting (return on assets) and market-
based (Tobin’s Q) performance measurers that 
facilitates the gaining of meaningful insights and 
assists in isolating the effect of various aspects of 
board characteristics on firm’s performance. Third, 
whereas majority of the prior studies concentrated 
on board size and board independence as proxy of 
board characteristics, the present study includes 
gender diversity and therefore, expected to provide 
additional insight. Finally, the use of the context of an 
emerging and developing economy- the context of 
Bangladesh- will facilitate the comparison with the 
context of other economies. 

The remainder of the paper is organized as follows. 
Section 2 provides discussion on literature review 
and hypothesis development. Section 3 presents 
methodology of the study. Section 4 presents 
results and discussion of the findings of the study. 
Finally section 5 presents conclusion including the 
limitations of the study and avenues for further 
research. 

2. Literature Review and 
Hypothesis Development
Several factors shape the characteristics of a 
company’s board including the size of board, the 
proportion of independent or outside directors, 
gender diversity and so on. Several prior studies 
demonstrated diversified results in regard to the 
effect of these factors on performance of companies. 
In regard to the effect of board size (represented by 
the number of members on the board), majority of 
the studies (e.g., Yermack, 1996; Eisenberget et al., 
1998; Vafeas, 2000; Terjesen et al., 2016) documented 
negative effect of board size on firm’s performance. 
The possible explanation of such relationship might 
be due to the fact that larger board size may shift the 
agency problem from owners to mangers to owners 
to owners when a particular group of shareholders 
(e.g., sponsor or institutional) attempted to 
control the actions of both managers and other 
shareholders (Shleifer and Vishny, 1997; Edwards and 
Weichenrieder, 2009; Yeh, 2018). Moreover, larger 
boards face the problem of disagreement due to 
the limited time available for the board meeting and 
diversified views expressed by several members on 
the board (Yermack, 1996). However, the opposite 
view that larger board can contribute positively to 
improve firm’s performance (e.g., Mak and Li, 2001; 
Bonne et al., 2007; Coles et al., 2008; Rahman and 
Naima, 2018; Tulung and Ramdani, 2018) through 
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monitoring mangers is also apparent in the corporate 
governance literature. The concentrated ownership, 
lack of efficient capital market and weak institutional 
frameworks in Bangladesh (Franks and Mayer, 1990; 
Sarkar, et al, 1998; Rashid, 2009) motivated the 
present study to hypothesize a negative association 
between board size and firm performance on the 
ground that controlling shareholders may direct the 
actions of management to maintain their interests. 
Therefore, the first hypothesis of the study is:

H1. There is a negative association between 
board size and firm performance.

In regard to the board independence, there exist 
two competing theories of corporate governance: 
stewardship theory and agency theory. Stewardship 
theory holds optimistic views about human being 
and asserts that the agents (management) are not 
motivated by their personal goals (Barney, 1990; 
Davis et al, 1997). Rather, the agents worked with 
integrity and maintained the interest of the principal 
which indicate no or few necessity of outside/ 
independent directors. Thus, as per stewardship 
theory, independent directors have no effect on firm’s 
performance. Several prior studies (e.g., Hermalin 
and Weisbach, 1991; Bhagat and Black, 2002; Rashid, 
2009; Arosa et al., 2010; Terjesen et al., 2016; Rahman 
and Naima, 2018) documented results in favor of 
this view. Even, some other studies (e.g., Nguyen 
and Nielsen, 2010; Faleye et al., 2011) documented 
negative effect of board independence on firm’s 
performance. Independent directors may not have 
detailed knowledge about the firm’s daily activities 
and therefore their weak advice may offset the 
monitoring of board of directors (Faleye et al., 2011). 

Agency theory, in contrast, holds less optimistic views 
about human behavior. The agent (management) 
may direct their actions to maintain their personal 
interests in the absence of significant interest 
in the firm’s assets which could be detrimental 
for the principals (shareholders) (Deegan, 2006). 
Independent directors are expected to play 
significant role in such situations by controlling the 
behaviors of management since they have fewer 
or no potential conflicts of interest with principals 
(Fama, 1980) and takes a stand against the CEO and 
others in the event of detrimental decisions  taken by 
them (Adams et al., 2010). Moreover, as independent 
directors come with expertise knowledge in 
diversified fields of business, economics and law, 
they are expected to add value by enhancing the 

monitoring ability of the board (Fama and Jensen, 
1983). Resource dependency theory and upper 
echelons theory also supports this views (Ruigrok et 
al. 2006; Terjesen et al., 2016). Due to their expanded 
networks, valuable knowledge of resources (as per 
Resource dependency theory), and vast experience 
(as per upper echelons theory), independent 
directors are expected to contribute positively 
to enhance the performance of a company. These 
motivate the present study to hypothesize a positive 
relationship between board independence and firm’s 
performance. Therefore, the second hypothesis of 
the study is:  

H2. There is a positive association between 
board independence and firm’s performance.

Another aspect of board characteristics represented 
by gender diversity has attracted several researchers. 
Akin to board size and independence, gender diversity 
is also found to have positive as well as negative 
association with firm’s performance. Carter et al. 
(2003), Kang et al. (2010), and Terjesen et al. (2016) 
are amongst the researchers who demonstrated 
a positive influence of female directors on firm’s 
performance. However, the opposite results are also 
evident in the corporate governance literature. For 
example, Kang et al. (2007) and Sun et al. (2011) 
finds no association between gender diversity and 
firm’s performance. Terjesen et al. (2016) suggest 
positive association between female directors and 
firm’s performance using the ground of agency, 
resource dependency and gender role theory. The 
logic behind the proposition of positive influence 
of female directors on the board is attributed to 
several factors including fresh perspectives of female 
directors on complex issues (Francoeur et al., 2008), 
eager to ask questions (Bilimoria and Wheeler 
2000), demonstrating participative leadership, 
more attending in meetings (Adams and Ferreira 
2009) and better preparation for meetings. These 
motivate us to hypothesize a positive relationship 
between female directors on the board and firm’s 
performance. Therefore, the third hypothesis of the 
study is:  

H3. There is a positive association between 
female directors on the board and firm’s 
performance.

3. Methodology of the Study
3.1 Sample and Data
The sample of the present study includes all the 
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banks listed in the Dhaka Stock Exchange (DSE). 
As per DSE websites, there are thirty (30) listed 
commercial banks operating in Bangladesh (DSE, 
2018). Data gathered from the annual reports of the 
sample banks for the year 2013 to 2017 have been 
analyzed to examine the association between the 
hypothesized variables. These resulted in a total of 
150 firms-years to meet the needs of the present 
study. The study collects all the data required to 
measures the variables of the study from the annual 
reports of sample companies. Share price data have 
been collected from the web sites of Dhaka Stock 
Exchange. 

3.2 Empirical Models and Variable Definition
To test hypothesis 1, 2, and 3 the study estimates the 
following ordinary least squares (OLS) regression 
models:

and

In the first equation, TOBINQ (Tobin’s Q ratio) 
represent market-based firm performance measured 
by book value of total assets plus the market value 
of equity minus the book value of equity divided 
by total assets (Anderson and Reeb 2003; Ferreira  
and Matos, 2008; Kim and Lim 2010; Bose et al., 
2017). The use of Tobin’s Q as a measure of firm’s 
performance is justified since endogeneity concerns 
are less apparent while using external and forward 
looking measurer such as Tobin’s Q. Moreover, it 
reflects investors’ perceptions and actions on firm’s 
share in the capital market (Luo and Bhattacharya, 
2006; Cahan et al., 2016; Bose et al., 2017).  

The study includes three (03) independent variables 
(BSIZE, BIND, and FEMALE) as the representatives 
of board characteristics. BSIZE stands for board 
size and measured as the natural logarithm of the 
total members on the board. BIND represents the 
proportion of independent directors on the board, 
and FEMALE implies the proportion of female 
directors on the board. 

Consistent with earlier literature, the present 
study also includes a number of control variables 
in the model to demonstrate their effect on firm’s 
performance. FSIZE represents firm size, measured 
by the natural logarithm of book value of total 
assets; FAGE stands for firm age measured by the 
natural logarithm of the number of years since the 

inception of firm; GROWTH represents percentage 
changes in the annual revenue; LEV stands for 
leverage measured as the ratio of total debt scaled 
by total assets; and CEOPAY stands for amount paid 
to the CEO and measured as the natural logarithm 
of CEO pay. 

In the second equation, ROA represents return on 
assets and is calculated by dividing net income by 
total assets and expressed as a percentage (Bose et 
al., 2017; Yeh, 2018). All other variables in equation 
(2) have already been explained above. 
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Board Size 

Board 
Independence 
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Directorship 
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CEO Pay 

Figure 1. Conceptual framework of the study

4. Results and Discussion
Table 1 presents descriptive statistics for all the 
variables used in the regression models. The mean 
value of Tobin’s Q is 1.0284 which implies that the 
market value of the banks’ total assets, on average, is 
still greater than the book value of assets. However, 
the median value is less than 1 (0.9892), signifying 
the median book value is lower as compared to 
market value. The lowest Q ratio, as revealed by 
the analysis, is 0.94 and the highest one is 2.28. In 
respect of return on assets (ROA), the mean value is 
0.78% indicating less than 1% with wide dispersion. 

The lowest ROA is as poor as -4.76% and the highest 
one is 1.83%. The average board size is 12.74 implying 
that, on average, the listed banks have 13 members 
on their board with minimum 5 and maximum 20 
members. 

Table 1. Descriptive statistics for variables 
used in the models.

Variables

N=150

Mean
Standard 
Deviation

Median Minimum Maximum

TOBINQ 1.0284 0.1945 0.9892 0.94 2.28

ROA 0.7885 0.8069 0.9430 -4.76 1.83
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Variables

N=150

Mean
Standard 
Deviation

Median Minimum Maximum

BSIZE 12.74 3.83 13.00 5.00 20.00

BIND 0.2066 0.0944 0.1667 0.08 0.60

FEMALE 0.1170 0.0742 0.1182 0.00 0.43

FSIZE 224085 120983 209741 11785 899599

FAGE 23.14 7.13 21.00 13.00 36.00

GROWTH 5.51 9.39 5.44 -29.00 42.00

LEVERAGE 0.9480 0.1536 0.9194 0.87 1.89

CEOPAY 11.8534 3.7118 11.5950 0.69 26.10

In respect of board independence, the average 
proportion of independent directors on the banks’ 
board is 20.66% with minimum 8 % and maximum 
60%. On average, only 11.70% of the board members 
are female with minimum zero (0%) to maximum 
43%. This implies that some banks have no female 
members on the board whereas some banks have as 
high as 43% female representation on the board. The 
average bank size, measured by total assets, is BDT 
224,085 million, with a minimum of BDT 11,785 

million and a maximum of BDT 899,599 million. 

The average age of the sample banks is 23 years with 
the lowest age of 13 years and highest of 36 years. In 
regard to the growth in revenue, the mean growth 
rate is 5.51% with the lowest value of -29% to the 
highest value of 42%. The leverage ratio of the sample 
banks are as high as 94.80% implying that only 5% of 
the banks’ assets are owned by shareholders. The 
average remuneration paid to CEO of the sample 
banks are BDT 11.85 million indicating that the 
CEOs are paid, on average, one million BDT per 
month (with the minimum of BDT 0.69 million to 
maximum BDT 26.10 million annually). 

Table 2 presents correlation matrix among the 
variables used in the regression model. The results 
exhibit a significant (at 1% level of significance) 
negative association between return on assets (ROA) 
and Tobin’s Q. This result implies that accounting-
based performance of the banking sectors are not 
reflected in the market-based performance. 

Table 2. Pearson’s correlation matrix.

TOBINQ ROA BSIZE BIND FEMALE FSIZE FAGE GROWTH LEV CEOPAY VIF

TOBINQ 1

ROA -.825** 1

BSIZE -.352** .305** 1 2.029

BIND -.021 .080 -.459** 1 2.031

FEMALE .290** -.233** -.261** .256** 1 1.192

FSIZE -.762** .604** .275** .222** -.165* 1 4.160

FAGE .148 -.180* -.055 -.072 -.069 .185* 1 1.508

GROWTH -.345** .389** -.089 .102 -.117 .248** -.157 1 1.234

LEV .984** -.859** -.339** -.061 .256** -.771** .140 -.355** 1 3.781

CEOPAY .049 .151 -.112 .201* .124 -.103 -.106 .018 .005 1 1.149

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).

In line with the first hypothesis of the study, the 
correlation matrix exhibits a significant negative 
association between board size and market-based 
firm’s performance measured by Tobin’s Q ratio. 
However, ROA is found to be positively associated 
with the size of the board. Board independence 
is not found to be significantly associated with 
both accounting and market based performance. 
However, female directorship demonstrates a 
significant positive association with market-based 
banks’ performance. Akin to the prior results, ROA 
is found to be negatively associated with female 
directorship on the board. In respect of the control 
variables, leverage is significantly and positively 

associated with market-based performance whereas 
firm size and growth have a negative association 
with market based performance. Nevertheless, ROA 
is found to be positive and significantly associated 
with firm’s size and growth in revenue. 

The matrix table presents the variance inflation 
factors (VIF) to test the problem of the presence 
of multicolliniarity.  The lowest VIF is 1.149 and the 
highest one is 4.160, all are below ten (10), indicating 
the absence of the problems of multicolliniarity 
(Greene, 2008; Field, 2009). 

Table 3 presents the OLS regression results of 
board characteristics with market-based firm’s 
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performance measured by Tobin’s Q. The coefficient 
of the board size is positive (though statistically 
insignificant) ( β  = 0.003, p=0.901) which indicates 
that board size and market-based firm’s performance 
are not significantly associated. Even the coefficient 
represents the contrary results of the first 
hypothesis (H1) of the study. In other words, the 
first hypothesis of the study that there is a negative 
association between board size and (market-based) 
firm’s performance is not confirmed. 

Table 3. OLS regression results of 
board characteristics and market-based 

performance (Tobin’s Q).

Variable
Expected 

sign

Dependent variable= TOBINQ

Coefficient t-stat Significance

BSIZE - .003 .125 .901

BIND + .075* 1.845 .067

FEMALE + .053** 2.154 .033

FSIZE + -.031 -1.543 .125

FAGE ? .056** 2.235 .027

GROWTH + .016 .510 .611

LEV ? 1.193*** 35.157 .000

CEOPAY + .025** 2.006 .047

Constant ? -.068 -.583 0.561

Observations 150

 R2 0.973

Adjusted R2 0.972

F 640.244***

*** Significance at the 1% level.
  ** Significance at the 5% level.
    * Significance at the 10% level.

However, in line with the second hypothesis, the 
regression results exhibits a positive and significant 
association ( β =0.075, p=0.067) which confirms 
the acceptance of the second hypothesis of the 
study. This result indicates that the presence of 
independent director on the board of a bank is 
perceived as a favorable event by other investors 
in the capital market. This result is consistent with 
a number of prior studies (Luan and Tang, 2007; 
Jackling and Johl, 2009; Kim and Lim, 2010) which 
documented a positive effect of board independence 
on firm’s performance. 

In respect of the third hypothesis of the study, the 
results demonstrate even robust relationship 

( β =0.053, p=0.033). The presence of female 
directors on the board shows a significant and 
positive effect on market-based firm’s performance 
which is in line with our third hypothesis. This 
finding is also consistent with several prior studies 
(e.g., Carter et al., 2003; Kang et al., 2010; Terjesen 
et al., 2016).

In regard to the effect of the control variables of the 
model, the study finds significant positive association 
of age of the bank on market-based performance 
( β =0.056, p=0.027), implying that matured banks 
are more preferable to the investors in the capital 
market.  The effect of leverage and CEO pay 
also demonstrate a significant positive effect on 
Tobin’s Q. Firm size and revenue growth do not 
have any significant effect on market-based firm’s 
performance. 

The model explains significant explanatory variations 
in market-based firm’s performance as the value of 
Adjusted R2 of the model is 0.972 indicating that 
97.2% of the variations have been explained by the 
model. Furthermore, the model fits very well and 
significant since its F value is positive and significant 
at 1% level (F= 640.244, sig= 0.000).

Table 4 exhibits regression results of board 
characteristics and accounting-based firm’s 
performance measured by return on assets (ROA). 
Majority of the findings are not consistent with 
the findings of table 3 with few exceptions. For 
example, board size, board independence and 
female directorship do not have any significant effect 
on accounting-based performance. Even, female 
representation on the board is negatively associated 
with ROA whereas a significant positive association 
between female directorship and Tobin’s Q has 
been demonstrated in Table 3. In respect of control 
variables, revenue growth and CEO pay demonstrate 
a significant positive effect on ROA whereas firm 
size and leverage have significant negative effect on 
ROA. 

Akin to the Tobin’s Q model, the ROA model explains 
significant explanatory variations in accounting-
based firm’s performance as the value of Adjusted   
R2 of the model is 0.768. Moreover, the model fits 
very well and significant since its F values is positive 
and significant at 1% level [F= 62.712, sig= 0.000].

8 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-01, JANUARY-FEBRUARY 2019



Table 4. OLS regression results of board 
characteristics and accounting-based 

performance (ROA).

Variable
Expected 

sign

Dependent variable= Return on 
Assets (ROA)

Coefficient t-stat Significance

BSIZE - .483 1.525 .129

BIND + .607 1.263 .209

FEMALE + -.171 -.581 .562

FSIZE + -.439* -1.868 .064

FAGE ? .191 .648 .518

GROWTH + .968** 2.571 .011

LEV ? -4.708*** -11.690 .000

CEOPAY + .503*** 3.383 .001

Constant ? 6.114*** 4.417 .000

Observations 150

 R2 0.781

Adjusted R2 0.768

F 62.712***

*** Significance at the 1% level.
  ** Significance at the 5% level.
    * Significance at the 10% level.

5. Conclusion 
The aim of the study was to examine the effect 
of board characteristics on both accounting and 
market-based performance of listed banking 
institutions in the context of an emerging and 
developing economy-Bangladesh. The results of the 
study confirm the significant positive influence of 
board independence and female directorship on 
market-based performance (measured by Tobin’s Q 
ratio). However, board size does not demonstrate 
any significant effect on both accounting and market 
based performance of the listed banking institutions 
of Bangladesh. Furthermore, accounting based 
performance (measured by return on assets) is not 
affected by board size, board independence, and 
female directorship. More interestingly, ROA and 
Tobin’s Q are found to be inversely correlated which 
indicates that accounting based firm’s performance 
such as ROA is not reflected on the market price of 
the share. 

The findings of the study should not be generalized 
for other sectors as the study focused only on 
banking institutions. Further studies may be 
conducted to see the effect on the performance 
of non-banking sectors. Despite these limitations, 
the present study enriches the extant literatures 
on board characteristics and firm performance by 
focusing on banking institutions listed in the leading 
stock exchange of an emerging and developing 
economy like Bangladesh. 
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Abstract:
The impact of dividend on market price of share is a controversial issue. In order to better understand this 
issue with particular focus on the banking sector, a study has been conducted to determine the impact of 
Dividend per Share (DPS) on Market Price per Share (MPS). The structural equation modeling technique is 
used to analyze the data and it is found that the DPS has impact on MPS in the banking sector of Bangladesh. 
The finding supports the relevance theory of dividend on shareholder wealth. This finding will help the 
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1. Introduction
Dividend policy is one of the most widely 
researched topics in the field of finance but the 
question whether dividend policy affects stock 
prices still remains debatable among managers, 
policy makers and researchers for many years. 
Dividend policy is important for investors, managers, 
lenders and for other stakeholders. It is important 
for investors because investors consider dividends 
not only the source of income but also a way to 
assess company from investment point of view. 
It is the way of assessing whether the company is 
cash generative or not. Selecting a suitable dividend 
policy is an important decision for the company 
because flexibility to invest in future projects 
depends on the number of dividends that they 
pay to their shareholders. If company pay more 
dividends then fewer funds available for investment 
in future projects. Lenders are also interested in 
the amount of dividend that a company declares, as 
more amount is paid as dividend means less amount 
would be available to the company for servicing and 
redemption of their claims and finally it is important 
for other stakeholders especially for claimholders 
to help them in reducing agency cost. The basic 
objective of shareholder is to maximize their return 
and this return may be in the form of dividends or 
capital gain. Investors’ decision regarding the return 
on investment is affected by dividend policy of the 
company. Arnold (2008) explains the main objective 
of dividend policy is to maximize shareholders’ 
wealth by maximizing their purchasing power. So, 
maximizing shareholders’ wealth depends on the 
dividend policy of the company because of this 
shareholder would satisfy their purchasing and 
consumption patterns.

Management of a company wants to maximize 
shareholders' wealth. This is possible when the price 
of the company’s common stock is maximum value. 
Shareholders like cash dividends and they also like 
the growth in earning per share that result from 
investing the earning of business back into it. The 
best dividend policy is the one that maximizes the 
company's stock price which leads to maximization 
of shareholders' wealth and also ensures more quick 
economic growth. The present study is aimed to 
study how far the dividend payout has impact on 
shareholders' wealth in general and in particular 
to study that market value of common stock has 
strong relationship with cash dividend paid or with 

the growth in earning per share. And to study that 
how much importance the shareholders give to the 
lagged market price of a stock when taking decision 
to buy a stock.

Managements’ primary goal is shareholders’ wealth 
maximization and this can be achieved by giving the 
shareholders payment on their investments. However, 
the effect of firm’s dividend policy on shareholders 
wealth is still unresolved. Dividend policy is one of 
the most complex aspects in finance.  There are 
mainly two schools of thoughts available in the field 
of finance that presented two different opinions 
about the dividend policy. One school of thought 
followed the opinion of Miller and Modigliani (1961) 
and considered dividend policy irrelevant while the 
second school of thought followed the point of view 
of Gordon (1963) and considered dividend policy 
relevant. Since the half century passed, the question 
still remains i.e. whether dividend policy is relevant 
or not. This dilemma yet exists, which theory the 
companies should apply for making their dividend 
decisions.  For this reason, I want to study the 
impact of dividend on market value of shares and 
to identify the degree of influence of dividend on 
market value of firm.

2. Literature Review 
Dividend payment policy is one of the most discussed 
topics and an essential theory of corporate finance 
which still has its significance. Many researchers 
presented numerous theories and pragmatic 
evidences, however the problem is quite unsettled 
and open for further debate. It is among the top ten 
unsettled issues in economic literature that does 
not have satisfactory clarification for the observed 
dividend behavior of the firms (Allen and Michaely, 
2003; Black, 1976). Discussion of dividend policy 
cannot be completed without including the work of 
Linter (1956). Linter (1956) raised the question, which 
is still important, “what choices made by managers 
do affect the size, shape and timing of dividend 
payments?” After the contribution of Linter (1956), 
Miller & Modigliani (1961) introduced the concept 
of Dividend Irrelevance theory in which they explain 
that dividend policy does not affect the stock prices. 
Many researchers like Chen, Firth, & Gao (2002), 
Uddin & Chowdhury (2005), Denis & Osobov 
(2008) and Adesola & Okwong (2009) provide the 
strong evidence in the favor of dividend irrelevance 
theory and does not consider its relevance to the 
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stock prices. Gordon (1963) gave another view 
about the dividend policy by presenting the concept 
of dividend relevance theory. They said that the 
dividend policy affects the value of firm and market 
price of shares. Investors always prefer secure and 
current income in the form of dividends over capital 
gains. Studies conducted by Travlos, Trigeorgis, & 
Vafeas (2001), Baker, Powell & Veit (2002), Myers 
& Frank (2004), Dong, Robinson & Veld (2005) and 
Maditinos, Sevic, Theriou, & Tsinani (2007) support 
dividend relevance theory. Black & Scholes (1974) 
found no relationship between dividend policy 
and stock prices. Their results further explain that 
dividend policy does not affect the stock prices and 
it depends on investors’ decision to keep either high 
or low yielding securities. 

Uddin( 2009)analyzed to identify what determines 
the share prices and there is a significant linear 
relationship between market price of stock and 
net asset value per share; dividend percentage; 
earning per share. Ali (2011) examines the long-
run equilibrium relationship and the direction of 
causality between stocks. He found that the all share 
price index (DSI), in anyway, do not granger cause 
dividend yield; but all share price index (DSI) has bi-
directional causal relation with market price earnings 
multiples and the first lag of the monthly average 
trading volume. On the other hand, unidirectional 
causality is found from all share price index (DSI)to 
the first lag of monthly average market capitalization 
but no causality is found from the opposite direction.

Kabir, Bhuiyan and Chowdhury (2013) attempt to 
identify the economic and psychological factors 
that impact the market price of shares of the listed 
Pharmaceutical companies in Dhaka Stock Exchange 
(DSE). They found that the percentage of shares held 
by public, and bad news about a particular company 
negatively influence the market prices of shares of 
that particular company. Masum (2014) analyzed to 
find the relation between the shares market price and 
the dividend policy of the banks. He found that the 
Model shows significant negative relation between 
Dividend Yield and Stock Price while Retention 
Ratio has a negative but statistically insignificant 
relationship with Stock Market Prices. He further 
shows that Return on Equity and Earnings per share 
have statistically significant positive impact on stock 
price and Profit after Tax has a significant negative 
impact on Stock Market Prices of the commercial 
banks of Bangladesh.

3. Research Gap
It is observed that the dividends policy implications 
on shareholders wealth carry diverse arguments 
from the previous researchers. One school of 
thought hold the notion that dividend policy does 
help maximizing the shareholders’ wealth, however, 
the other argues that there is no such impact can be 
arguably supported. The very few papers are found 
in the context of Bangladesh which motivates us to 
study the impact of dividend on share prices and to 
justify the relevance of dividend of financial decision 
making in banking sector of Bangladesh.

4. Research Objective
To analyze the impact of dividend on market prices 
of shares in banking sector of Bangladesh

5. Research Design
5.1 Sample 
We have taken the companies from banking 
sector which are enlisted before 2010 in DSE as 
population. From the population (30), it is taken 22 
banks as a sample through the following sample size 
determination techniques.

    N
(n     =      -----------------------
                      1+N(e)2

n = Sample size, N= Population size, e= level of 
precision)

The study period is 20 years from 1994 to 2013. 
This research is an analytical research based on 
secondary data. The data is taken from the sources: 
published annual reports of sample firms, monthly 
review of Dhaka stock exchange and website of DSE. 
The data is collected and tabulated for analysis. The 
stratified random sampling procedure is followed 
for data collection. 

5.2 Hypothesis
H0: There is no association between dividend and 
Market price of share.

Variables used in study:
Dependent Variable: Shareholders’ wealth is 
dependent variable which is measured with market 
price per share (MPS).

Independent Variables: Independent variables are 
Dividend Per Share (DPS), Earning Per Share (EPS), 
Retained Earnings Ratio (RER), Price Earnings Ratio 
(PE), Return on Equity (ROE), Dividend Yield (DY)
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5.3 Model & Method
This theoretical statement could be framed as:

MPSt= α +β1DPSt+ β2RERt+ β3PEt+ β4EPSt+ β5ROEt+ 
β6DYt+uit

Structural Equation Modeling technique is also used 
to identify the optimum model and to verify the 
impact of dividend on Market price of share.

5.4 Conceptual Framework

Dividend Policy

EPS

DPS

RER

PE

DY

ROE

Shareholder's Wealth

MPS

6. Analytical Result
Structural Equation Modeling is used to show how 
models that better match the theoretical relationship 
among variables can enhance interpretability 
and different conclusion. Structural equation 
modeling (SEM), also known as path analysis with 
latent variables, is now a regularly used method 
for representing dependency (arguably “causal”) 
relations in multivariate data in the behavioral and 
social sciences. 

We want to develop an optimum model by using 
structural equation modeling techniques.

Significant Variables
We have run the test of existing model (MPSt= α 
+β1DPSt+ β2RERt+ β3PEt+ β4EPSt+ β5ROEt+ β6DYt+uit) 
and have found the result in table 1 that the DPS, 
and DY are the significant variables which have the 
impact on the market price of share.

Table-1: Regression Weights: (Group number 
1 - Default model)

Estimate S.E. C.R. P Label

MPS <-- DPS 28.425 5.344 5.319 ***

MPS <-- EPS 3.262 1.769 1.844 .065

MPS <-- RE -9.168 16.042 -.572 .568

MPS <-- ROE -5.153 2.670 -1.930 .054

MPS <-- PE 4.203 11.913 .353 .724

MPS <-- DY -42.720 11.721 -3.645 ***

From the table 1, it is seen that the C.R.(critical 
ratio) of  DPS, DY are 5.31,  -3.64 respectively which 
have significant impact on the market price of shares.

Model Fit
This is a conventional null hypothesis significance 
test (NHST) for the goodness of fit test, albeit 
with the ‘‘hoped for’’ decision reversed so that 
the aim is now to ‘‘accept’’ the null hypothesis, and 
not reject it. If the discrepancy (expressed as a χ2 
variate) between the model implied covariances and 
the observed sample covariances is larger than the 
expected distribution value by a probability usually 
adjudged at a 0.05 threshold (as per convention in 
NHST), then the model is rejected as ‘‘not-fitting’’. 
Conversely, if the fit statistic is less than the value 
expected, with a probability of occurrence >0.05, 
then the model is accepted as ‘‘fitting’’; that is, the 
null hypothesis of ‘‘no difference’’ between the 
model-implied population covariances and the 
actual observed sample covariances is not rejected. 
This test has become known amongst SEM users as 
the χ2 ‘‘exact- fit’’ test.

Table-2   : Result (Default model)
Minimum was achieved
Chi-square = 40.797
Degrees of freedom = 15
Probability level = .000

Here (table 2), the chi-square value is 40.79 and 
p- value is 0.0 which indicates the rejection of 
null hypothesis. So, this model does not fit and the 
modification is required to get the optimum model.

Modifying the model to obtain the Optimum 
model

Evaluating Model fit

From the modified model, it is seen that the chi-
square value is zero(table 3). So, the null hypothesis 
is accepted that the model fit the data. So, it indicates 
that the modified model is an accepted model. Since 
the minimum was achieved, we can proceed further 
for calculation and interpretation.

Table- 3  : Notes for Model (Default model)
Computation of degrees of freedom (Default model)
Number of distinct sample moments: 9
Number of distinct parameters to be estimated: 9
Degrees of freedom (9 - 9): 0

Result (Default model)
Minimum was achieved
Chi-square = .000
Degrees of freedom = 0
Probability level cannot be computed
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Optimum Model
Figure -1, indicates the optimum model which 
mentions the impact of the dividend along with DY 
on the market price of share.

Figure-1: Optimum Model of of impact of DPS on MPS

The standardized regression weights and the 
correlations are independent of the units in which 
all variables are measured; therefore, they are not 
affected by the choice of identification constraints. 
The correlation between DPS & DY is .07. The 
entries 0.75 and      -.45 are standaridized regression 
weights of DPS, DY respectively. The number .72 is 
the squared multiple correlation of MPS with DPS, 
DY.

Significant of the variables (Regression 
Weights)
From the table 4, it is seen that the C.R of DPS 
and DY are 6.183 and -3.71 which are statistically 
significant. So, it is certain that the DPS and DY have 
impact on the market price of share.

Table-4   :Maximum Likelihood Estimates
Regression Weights: (Group number 1 - Default model)

Estimate S.E. C.R. P Label

MPS <-- DPS 37.920 6.133 6.183 *** par_1

MPS <-- DY -50.022 13.451 -3.719 *** par_2

Standardized Regression Weights: (Group number 1 - 
Default model)

Estimate

MPS <-- DPS .751

MPS <-- DY -.451

Means: (Group number 1 - Default model)

Estimate S.E. C.R. P Label

DPS 21.306 2.455 8.680 *** par_5

DY 3.483 1.119 3.112 .002 par_6

Intercepts: (Group number 1 - Default model)

Estimate S.E. C.R. P Label

DPS 59.143 150.733 .392 .695 par_4

Covariances: (Group number 1 - Default model)

Estimate S.E. C.R. P Label

DPS <--> DY 3.605 12.017 .300 .764 par_3

Correlations: (Group number 1 - Default model)

Estimate

DPS <--> DY .069

Variances: (Group number 1 - Default model)

Estimate S.E. C.R. P Label

DPS 114.762 37.187 3.086 .002 par_7

DY 23.855 7.730 3.086 .002 par_8

e1 81824.004 26514.008 3.086 .002 par_9

Squared Multiple Correlations: (Group number 1 - Default 
model)

Estimate

MPS .721

Squared Multiple Correlations: 

Squared multiple correlations are also independent 
of units of measurement. The squared multiple 
correlation of a variable is the proportion of its 
variance that is accounted for by its predictors. In 
the present study, DPS, DY account for 72% of the 
variance of MPS.

Model Fit Summary:

Table- 5  :Model fit summary
CMIN

Model NPAR CMIN DF P
CMIN/

DF

Default model 9 .000 0

Saturated model 9 .000 0

Independence 
model

3 24.378 6 .000 4.063

Baseline Comparisons

Model
NFI

Delta1
CMIN
rho1

IFI
Delta2

TLI
rho2

CFI 

Default model 1.000 1.000 1.000

Saturated 
model

1.000 1.000 1.000

Independence 
model

.000 .000 .000 .000 .000

Parsimony-Adjusted Measures

Model PRATIO PNFI PCFI

Default model .000 .000 .000

Saturated model .000 .000 .000

Independence model 1.000 .000 .000
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Parsimony-Adjusted Measures

Model NCP LO 90 HI 90

Default model .000 .000 .000

Saturated model .000 .000 .000

Independence model 18.378 6.773 37.526

• CMIN – minimum value of the discrepancy 
between the model and the data. This is the same 
as the chi-square statistic. Here, CMIN is 0 which 
indicates the model fit.

• Baseline Comparisons – NFI [Normed Fit Index] 
shows how far between the (terribly fitting) 
independence model and the (perfectly fitting) 
saturated model the default model is. In this case, 
it’s 100% of the way to perfect fit.

• Parsimony-Adjusted Measures – The PRATIO 
[Parsimony Ratio] is an overall measure of how 
parsimonious the model is. 

• NCP – the noncentrality parameter. The columns 
labeled “LO 90” and “HI 90” gives the 90% 
confidence interval for this statistic. This statistic 
can also be interpreted as a chi-square, with the 
same degrees of freedom as in CMIN. Here, this 
value is 0 which indicates the support of model 
fitness.

Optimum Model:
MPSt= α +β1DPSt+β2DYt +eit

7. Summary of Findings
The correlation between DPS & DY is .07. The 
entries 0.75 and 0.45 are standaridized regression 
weights of DPS, DY respectively. The number 0.72 is 
the squared multiple correlation of MPS with DPS, 
DY. The C.R of DPS and DY are 6.183 and -3.71 
which are statistically significant. So, it is certain that 
the DPS and DY have impact on the market price of 
share. So, Structural equation modeling reveals that 
the DPS has positive impact on the market price 
of share which supports the relevance theory of 
dividend policy.

8. Recommendations
The DPS is the significant factor for market price 
determination which supports the relevance theory 
and against the irrelevance theory. The pioneer of 
irrelevance theory, Miller and Modigliani (1961) 
assumed that the market should be perfect, there 
will be no tax, no floatation cost which are absent 
in our market. So, the dividend relevance theory is 

present in emerging market. The companies should 
follow continuous dividend policy practices with a 
view to boosting investor morale as well as keeping 
stock market as safe harbor for investment and 
financing.

9. Conclusion
The impact of dividend on market price of share is a 
controversial issue. To solve this issue in our market 
perspective in banking sector, this study is done 
whether there is impact of DPS on MPS or not. The 
study is conducted on financial sector and is found 
that the DPS has impact on MPS. The finding supports 
the relevance theory of dividend on shareholder 
wealth. This finding will help the dividend decision 
maker for taking corrective dividend decision. 
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The basic objective of 
shareholder is to maximize 

their return and this 
return may be in the form 

of dividends or capital 
gain. Investors’ decision 
regarding the return on 
investment is affected 

by dividend policy of the 
company. Arnold (2008) 

explains the main objective 
of dividend policy is to 
maximize shareholders’ 
wealth by maximizing 

their purchasing power. So, 
maximizing shareholders’ 

wealth depends on the 
dividend policy of the 

company because of this 
shareholder would satisfy 

their purchasing and 
consumption patterns.
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Abstract:
The objective of the study is to broaden the understanding of the practice of transfer pricing in Bangladesh 
as well as to predict the future trend and avenues for future development in Bangladesh. This study has been 
conducted through a semi-structured interview basis of 18 persons from two different backgrounds of 
people like consultants of transfer pricing and the management of the business entity of different industry 
with open-ended question format. Key findings are that the only motivation for Bangladeshi companies 
to use transfer pricing strategy is compliance with transfer pricing regulation of Bangladesh Income Tax 
Ordinance and Rules 1984; companies are accelerating the profit erosion through aggressive transfer pricing; 
management of Bangladeshi companies has much less knowledge regarding transfer pricing; there has not 
been any specific guideline for liaison office and banks as well as no guideline for using the range concept for 
income adjustment; and even there have not been any practical cases on transfer pricing. Bangladesh has not 
any strong own database, and even no guideline for using any specific database for benchmarking. This study 
will contribute to the literature on transfer pricing especially in the developing countries where there is a 
strong lack of engagement-based study on transfer pricing.

Keywords: Transfer pricing, arm’s length principle, multinational corporations, permanent establishment, 
Organization for Economic Co-operation and Development (OECD).
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Introduction
In this era of technological development, it becomes 
more and less expensive to transfer different services 
and goods from one country to another and the 
impressing matter is that the way of communication 
is getting easier day by day. So keeping this benefit 
in mind the enterprises are getting more motivated 
to expand their businesses across the world with 
the easiest system by incurring less cost. They 
want to take the advantage of technical know-how, 
cheap labor, less tax rate, market penetration and 
easy access to international trade.  Multinational 
companies (MNCs) stand for the companies 
which are operated in more than one country and 
normally do trade among the different groups in 
different countries like services, goods and intangible 
assets, which are normally known as related party 
transactions. When the MNCs do transactions 
among themselves in cross-border nature, it falls 
under the rules of transfer pricing regulation.

The importance of transfer pricing is continuously 
increasing in the era of the cross-border transaction 
in the areas of tax and economics as there are 
different rates in tax in different countries. Transfer 
pricing has got emphasis by the corporate people 
not only for the avoidance of double taxation but 
also for the split of corporate profit in the different 
regions of the world based on the tax rate to 
facilitate the avoidance of tax. 

Kaur (2016) concluded that transfer pricing issued 
for the optimum segregation of revenues and cost 
amongst the different divisions in MNCs. Reasons 
behind the use of transfer pricing in MNCs are 
tax savings, performance measurement facilitation, 
trade-off purpose. Transfer pricing provides different 
information and the decision about goal congruence. 
Tax authorities give more emphasis on whether the 
international transactions among related parties is 
set out arm’s length method or not.

A study conducted by UNCTAD showed that 
developing countries are losing tax revenue of about 
$100 billion from the international transactions 
among associated entities. The companies are going 
for transfer mispricing which is illegal. To fight against 
the mispricing, developed as well as developing 
countries have incorporated the transfer pricing 
regulations in their own countries. More than 75 
companies around the world adopted the transfer 
pricing regulation. (The Daily Star, 2015).

KPMG (2015) published an article on “Global 
Transfer Pricing Review in Bangladesh” where they 
said that tax authorities all over the world are more 
concerned about the cross-border transactions as 
it makes the avenue for revenue leakage to other 
countries. That’s why NBR of Bangladesh introduced 
transfer pricing regulation as a new regulation for the 
first time in the finance Act 2012 and made effective 
from 1 July 2014. Bangladeshi transfer pricing 
guidelines are mainly based on “OECD Transfer 
Pricing Guidelines for Multinational Enterprises and 
Tax Administrations 2010” and “Transfer Pricing 
Legislation- A Suggested Approach 2011 issued by 
OECD.”

In recent years, research on transfer pricing is gaining 
momentum, especially in the developed countries. 
In the developed countries, there is much research 
on transfer pricing by conducting interview-based 
engagement reporting (Sirikwan Sriausadawutkul, 
2013) to explore the actual scenario, which exists 
at the practice level. In the developing countries, 
transfer pricing is also a burning issue for a lot of 
researchers, but the most interesting part is that 
very few of them are aware of the engagement-
based reporting on transfer pricing. This is the main 
gap in the field of literature of a developing country 
like Bangladesh.

The current research addresses the gap which is 
found through the literature review by undertaking 
an in-depth interview of 18 people from the 2 
sectors like transfer pricing consultants and senior 
managers. The main obective is to explore the real 
scenario, with an aim to understanding the weakness 
in practice by identifying then giving appropriate 
suggestions. 

Literature Review
Literature Review from Global Perspective

Eden and Smith (2011) reported that multinational 
companies have a greater opportunity by expanding 
their business in more than one country to get 
the technical know-how, cheap cost of labor, 
lower tax rate, and market penetration. As MNCs 
normally operate in more than one country, they 
make a strategy to get the optimum benefit of cost 
minimization through producing in one country 
where labor rate is comparatively low, assembling 
in a different country, and then warehousing and 
distribution in different countries for the maximum 
value addition.
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As per Borkowski (1997) MNCs are getting noticed 
by the tax authorities as they can transfer the capital 
from one country to another. It will thus not be 
surprising if the tax authorities begin scrutinizing the 
transfer pricing mechanism amongst the associated 
companies.

As MNCs are operating through different countries, 
they may manipulate the transfer pricing among 
their associated entities based on the low tax rate to 
evade tax, Tebogo (2011). They always try to transfer 
profit to the country where the tax rate is low from 
the country where the tax rate is significantly high 
to minimize the overall tax burden of the company.

OECD (2010) published different methods for 
the determination of arm’s length price like profit 
based and transaction-based methods.  Comparable 
uncontrolled price (CUP), cost plus method 
(CPM) and resale price method (RPM) are under 
transaction-based methods. Profit-based methods 
will be used where the transaction-based method 
will not apply. Transactional Net Margin Method 
(TNMM) and Profit split method (PSM) are under 
profit-based method.

Literature Review from Bangladesh Perspective

According to CPD (2010) in this period of pure 
globalization, no assessment entity can shield 
income without the presence of a sound transfer 
pricing evaluating framework. Bangladesh is a fast 
developing economy with expanding presentation to 
the danger of mispricing in cross-border exchanges. 

In an article on “Global Transfer Pricing Review in 
Bangladesh”, the author said that tax authorities 
all over the world are more concerned about the 
cross-border transaction as it makes the avenue 
for revenue leakage to other countries. That’s why 
NBR of Bangladesh has introduced transfer pricing 
regulation as a new regulation for the first time in 
the Finance Act 2012 which became effective from 1 
July 2014. Bangladeshi transfer pricing guidelines are 
mainly based on “OECD Transfer Pricing Guidelines 
for Multinational Enterprises and Tax Administrations 
2010” and “Transfer Pricing Legislation- A Suggested 
Approach 2011 issued by OECD.” (KPMG 2015)

Based on the above literature review, the main 
literature gap is that there exists very little 
research on engagement-based study, especially in 
the developing countries. By regarding the above 
literature gap, a study has been conducted through 
semi-structured in-depth interviews of Bangladeshi 

consultants of transfer pricing and senior level 
managers of companies.

Research Methodology
The prime objectives of this research is to examine 
the actual perception of chartered accountants 
(CA) firms which are engaged in the consultancy 
of transfer pricing of different MNCs as well as the 
senior level managers of some MNCs in Bangladesh. 
To fulfill the objectives, the evidence of the study 
has been collected through the semi-structured 
interviews of the intended persons of consultants 
and managers from different industry/sector of 
Bangladesh (Belal and Owen, 2007). As discussed 
earlier, the main objective is to critically understand 
and evaluate (Gray, 2002) the transfer pricing 
practices by the conversation with the consultants 
and managers through a predetermined questions of 
transfer pricing with the motivation to give probable 
suggestions for the future development of transfer 
pricing regulation in Bangladesh by which Bangladesh 
can earn more revenue from the absolute application 
of this regulations.

Interviewee Selection

Firstly, the motivation was to cover the three 
parties like consultants, company senior personnel 
and NBR officers for the sample. A total of 32 
persons were approached for the interview: 22 
from consultants of one of the best, A-category, CA 
firms, 7 senior executives of different companies 
who are responsible for the tax compliance and 3 
officers from NBR who are responsible for transfer 
pricing cell and tax cell. Among them, 18 favorable 
responses have come where 13 from consultants and 
5 from the corporate level. There has not been any 
favorable response from the NBR officers. Among 
the 13 consultants, there are 1 senior manager, 3 
managers, 5 associates and 4 senior assistants who 
are responsible for the transfer pricing consultancy 
of different MNCs in Bangladesh with a high level 
of experience and understanding. The 5 company-
level executives are from 5 different sectors, 
namely telecommunication, cement, fuel & power, 
pharmaceutical, and engineering sector. 

According to the above procedures, the 18 persons 
were interviewed from 15 April 2018 to 10 July 
2018. The average time of the interview was 30-50 
minutes based on open-ended question-answering 
session. The interview session was fully unbiased as 
there was not any kind of arguments at the time of 
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taking the interview. Corporate persons are mainly 
those who are in the position of tax compliance 
issues of the whole company. The interview 
questions were on a generic basis so that no one 
has to disclose their confidential matter and for that 
reason, all persons were very helpful in the period of 
interview sessions. Beyond the structured interview 
questions, there was an option to add important and 
relevant information which will be helpful for the 
overall understanding of the current practice as well 
as future prospects.

Procedures for Interview

The interview process has been done on the 
premises of the respondent office with duration 
of 30-50 minutes based on the interest of the 
respondent and the depth of knowledge of the 
respondent about transfer pricing. Every interview 
process was started with a brief description of the 
transfer pricing and the objectives of the interview 
through the outline of the interview questions. 
Throughout the interview session, the summary of 
the answer has been written with a short form as 
the recording was not permitted at the time of the 
interview sessions. There was a promise to every 
respondent of the interviewee that the name of 
their organization and their personal name will not 
be disclosed for the study purpose and will be kept 
confidential.

The general introductory questions were asked to 
every respondent at the interview period about the 
practice of transfer pricing in Bangladesh as well as 
to predict the future trend and avenue for future 
development in Bangladesh.

The process was an interview based on an informal 
manner so that the respondent could feel free to 
answer the interview questions. The questions 
were asked in an open-ended manner through a 
conversation between the interviewee and the 
interviewer. The answers, suggestions and the 
comments given by the interviewees were analyzed 
and summarized thematically.

Analysis and Discussion of 
Empirical Findings
The primary motivation of Bangladeshi 
companies for using transfer pricing strategy

According to the interviewees, the main motivation 
for the compliance of transfer pricing regulations is 

especially for tax law compliance purpose. MNCs 
may have objectives to increase the group profit 
irrespective of focusing on individual associated 
enterprise profit. But for the demand of transfer 
pricing regulations in Bangladesh, MNCs are 
now starting the compliance of transfer pricing 
regulations. 

Government is now trying to make the transfer 
pricing regulation mandatory, especially for the 
neighboring countries’ collaboration and for the 
prevention of base erosion of profit. (Assistant 
Manager of a renowned Chartered Accountancy 
Firm).

The only motivation for Bangladeshi companies 
to use transfer pricing strategy is to comply 
with transfer pricing regulations of Bangladesh 
Income  Tax Ordinance and Rules 1984. (Manager 
of a renowned Chartered Accountancy Firm)

Are transfer pricing methods too complicated to 
understand? If no, what is the easy method for 
transfer pricing?

Explanation and justification for application 
of transfer pricing methods in Income Tax 
Ordinance 1984 and Rules 1984 are neither 
so easy to understand nor so user-friendly to 
apply. Therefore, the level of information given 
on the method of application is sufficient to 
understand but to apply the method in a proper 
way, another international guideline on transfer 
pricing is to be studied.

No method is preferred as easy or best 
method; method application depends on the 
transaction circumstances. (Assistant Manager 
of a renowned Chartered Accountancy Firm)

Most of the consultants said that transfer 
pricing methods are not basically complicated to 
understand.  Actually, transfer pricing methods are 
mainly technical in nature. One has to understand 
the theme of each method and then to expand more 
knowledge about the methods one can take a look 
at the verdict of the different transfer pricing related 
cases in different countries. They also added that the 
proof of arm’s length price is more appropriate and 
reliable if the comparison of the similar nature can 
be obtained with invoices or other documents. It 
is actually called the comparable uncontrolled price 
(CUP)method. Above all transactional net margin 
method (TNMM) is used in maximum cases. 
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Do you think the companies which have cross-
border transactions have an opportunity to shift 
their profit to other countries?

Yes, through cross-border transactions, every 
company has a scope for profit shifting. By 
segregating the business function in different 
business authorities, companies are accelerating 
the profit erosion. Profit is shifted in less taxed 
countries to avail tax benefits for the group 
as a whole. (Assistant Manager of a renowned 
Chartered Accountancy Firm)

In response to this question, the consultants said 
with high emphasis that transfer pricing is such a 
weapon by which the MNCs can easily transfer 
their profit from the base country of the generated 
income to the country where they can maximize 
their group profit. They have the chance for the 
capital flight as the tax rates of different countries 
are different and MNCs try to grab the opportunity.

On the other hand, the corporate persons said that 
there is a chance to share profit by transfer pricing 
policy, but it does not necessarily mean that the 
company will always hold this belief. The company 
doesn’t want to evade the tax of the income of 
origin country just want to operate their business 
on a smooth mood and to earn a profit. So, it can’t 
be concluded that corporate will always hold the 
belief of shifting the profit and capital flight to any 
other countries.

What is a level of understanding of the personnel 
of Bangladeshi companies regarding transfer 
pricing according to your experience?

Personnel or management of Bangladeshi 
companieshavemuch less knowledge regarding 
transfer pricing. The personnel have not 
acquainted themselves with the transfer pricing 
compliance and relevant requirements. Only 
some of the personnel of MNCs have a little 
knowledge regarding transfer pricing because 
of group compliance requirement. (Assistant 
Manager of a renowned Chartered Accountancy 
Firm)

Consultants concluded that the level of 
understanding about transfer pricing regulations 
to the corporate persons is below average as 
this is a new concept for the world especially 
for Bangladesh as it is introduced in the Income 
Tax Ordinance in the Finance Act 2014 and 
all the companies are not started to comply 

the transfer pricing regulations. Most of them 
said that government should come forward 
to organize training and seminar on this issue 
and make public awareness so that corporate 
persons can be more experienced about transfer 
pricing regulation and can start the same in their 
individual companies.

In this case, the corporate persons also confessed 
that they actually have not enriched with the new 
regulation of transfer pricing. They added that it will 
require some more time to expand their knowledge 
about the transfer pricing compliance regulation.

Are all Bangladeshi companies (which fall 
under transfer pricing regulations) following the 
transfer pricing compliance regulations?

Consultants have the exact and the authentic 
knowledge about this matter as they give consultancy 
about transfer pricing to the companies which 
have a permanent establishment in Bangladesh. In 
response to this question, the consultant says that all 
the companies are not complying with the transfer 
pricing regulation, but it is a matter of satisfaction 
that a handsome number of companies are following 
this. Within a few years, there will be added many 
companies on the list of complying with the transfer 
pricing regulation. One of them has given a statistic 
that around 200 companies are complying with the 
transfer pricing regulation. Then he also added that 
there should be more than 2000 companies which 
fall under transfer pricing regulation but the rest 
of the noncompliant of transfer pricing regulation 
are not aware because transfer pricing audit has 
not started yet by the NBR. If the NBR starts the 
transfer pricing audit, there will be a huge number 
of compliant of transfer pricing regulation. They also 
added that Bangladesh Investment Development 
Authority (BIDA) have the proper information about 
the MNCs and the liaison offices, which have cross-
border transactions. That’s why NBR can take help 
to collect the list of the Permanent Establishment 
(PE) which has the international transaction to 
conduct the transfer pricing audit.

Many of the companies are not complying with 
the transfer pricing regulation of Income Tax 
ordinance in 1984, because of their unawareness 
of relevant compliance. (Assistant Manager of a 
renowned Chartered Accountancy Firm)

The corporate persons do not have such vast 
knowledge about this matter as they are only aware 
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of their own companies and their competitive 
entities. They concluded that they are following the 
transfer pricing regulations since the very beginning 
of the 2015 and said that they always showed 
their proper respect to the government rules and 
regulation as well as law and order.

Do you think Bangladesh transfer pricing 
regulation is highly consistent with developed 
countries? If no, what is missing in Bangladeshi 
transfer pricing regulation?

As Bangladesh transfer pricing regulation 
is at foundation level, it is quite consistent 
with transfer pricing regulation of developed 
countries as being of preliminary stage. Nothing 
concrete is mentioned regarding transfer 
pricing compliance of liaison office, banks 
and practical instances regarding the transfer 
pricing regulation application is not available in 
Bangladesh. (Assistant Manager of a renowned 
Chartered Accountancy Firm)

Most of the consultants said that the transfer pricing 
regulation in Bangladesh is highly aligned with the 
transfer pricing regulation of developed countries. 
But Bangladesh has not still been successful to 
enforce the law properly, even compared to the 
neighboring country India. India is one of the most 
transfer pricing aggressive countries as they have a 
huge number of foreign companies. They suggested 
that Bangladesh can follow the rules being followed 
by India. 

Is there any adequate database in Bangladesh? 
If no, do you think there should be a strong 
database in Bangladesh?

Consultants said that there is no database 
owned by Bangladesh whereas India has 2 
strong databases namely CapitaLine-2000 (from 
CapitaLine Market India Private Limited and 
Prowess from CMIE (Centre for Monitoring of 
Indian Economy Limited)

In Bangladesh, no database has been established 
regarding transfer pricing. However, a database 
that Bangladeshi consultants are using is mainly 
Asia Pacific based to compare related transfer 
pricing transactions. Sometimes the consultants 
use public companies’ information from 
DSE.  Therefore, there is a strong need for a 
Bangladesh-based database, as many Bangladeshi 
companies request to compare and decide 
upon the arm’s length range of their companies 

with relevant Bangladeshi companies. (Assistant 
Manager of a renowned Chartered Accountancy 
Firm)

Most of the consultants highly put emphasis that 
there should be a database for Bangladesh. To 
develop a database the government should come 
forward as it is a highly costly and timely factor. If the 
government develops a strong database for transfer 
pricing benchmarking at its own cost, later the 
government can charge fees from the consultant for 
the user of that database. The entire consultant will 
have to follow the database specified by the NBR, 
as without following that database the consultant 
could not do the benchmarking, and even if they do 
by using another database, the NBR may reject the 
benchmarking if it wants.

Here the corporate persons also agreed with the 
consultant that there should be a government-
owned database, especially for the benchmarking of 
the transfer pricing for the more transparent and 
consistent comparison.

Transfer pricing audit has not been started yet. 
Do you think transfer pricing audit should be 
started by the NBR?

All consultants said that it is high time the NBR 
started transfer pricing audit as soon as possible. 
If the NBR cannot start the transfer pricing audit 
now, the NBR will be unable to do an audit of any 
file which has aged more than 3 years in the eye of 
law. Now it is 2018 and MNCs started their transfer 
pricing regulation after the Finance Act 2014 in the 
year 2015. So if the NBR started transfer pricing 
audit this year, the NBR will be allowed to open any 
file of 2015. If the NBR starts transfer pricing audit 
in the next year, the NBR will lose the back 2015 
and onwards. The most interesting factor is that if 
the NBR starts the transfer pricing audit, there will 
be a huge number of companies, which will start to 
follow the transfer pricing regulation, which will be 
a positive sign for the government that there will be 
a high amount of income adjustment to the income 
of the companies, which use the transfer mispricing.

NBR is planning to start the transfer pricing 
audit within 2018 possibly. They are planning to 
be very strict in relation to the transfer pricing 
audit. NBR has also established a separate 
transfer pricing cell with required individuals. 
(Assistant Manager of a renowned Chartered 
Accountancy Firm)
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The corporate persons said that we were ready 
for the audit with all our compliance report. So, the 
government can start a Transfer Pricing audit at any 
time.

Do you think if transfer pricing compliance 
regulation is maintained by companies properly, 
it will increase the collection of revenue by NBR?

The consultants concluded that Bangladesh has 
huge potential to collect more revenue through 
proper compliance of transfer pricing regulation 
by the Bangladeshi companies, which fall under the 
transfer pricing regulation. They argued that most of 
the countries that are strictly following the transfer 
pricing regulation are adjusting a huge amount of 
income with the existing income through transfer 
pricing audit. They also referred to India for the 
answer of this question as India adjusted thousands 
of crores of rupees from the very beginning of 2007 
till now.

Yes, as many group companies are draining 
profit in countries with lower tax rate to gain 
overall group level benefits, so applying transfer 
pricing regulation strictly in Bangladesh would 
help to increase the revenue collection by NBR. 
(Assistant Manager of a renowned Chartered 
Accountancy Firm)

What are the limitations of Bangladesh transfer 
pricing regulation? 

Some limitations of the provisions which have not 
covered in Bangladesh transfer pricing regulation-

a) Nothing concrete is mentioned regarding 
transfer pricing compliance of liaison office, 
banks. 

b) Practical instances regarding transfer pricing 
regulation application are not available in 
Bangladesh. 

c) There has not been any specific guidelines 
regarding the use (which database should be 
used) of the database for the benchmarking 
purpose

d) In case of making an adjustment with the 
income, the inter quartile range has been 
found but there has not been any specific 
guideline whether to use the first quartile or 
third quartile or the average 

e) Bangladesh has not adopted the BEPS yet.

Conclusion
The study finds that although the transfer pricing 
regulation was introduced in the ordinance in 2014, 
there is still no legal enforcement by the National 
Board of Revenue (NBR) through transfer pricing 
audit. Hence, many companies are not following 
the regulation, as they keep on the existence of  
flexible environment. Many multinational companies 
are draining profit in countries with lower tax rate 
to gain overall group level benefits. It is found that 
in Bangladesh no database has been established 
regarding transfer pricing. It is also found that 
many of the companies are not complying with the 
transfer pricing regulation of Income Tax Ordinance 
1984 because of their unawareness of relevant 
compliance. Transfer pricing is such an issue on 
which the researchers have not focused, especially 
in the developing countries. But this topic is getting 
high popularity among the international researchers. 
There are lots of future scope to conduct research 
on this topic. 
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Evaluation of the Risk Management 
System in banking sector of Bangladesh 
with special focus on weakness and possible 

ways to improve those areas

Introduction:
1.0 Risk Management:
Risk Management is the deliberate acceptance of 
risk for profit making.  It requires informed decisions 
on the tradeoff between risk and reward, and uses 
various financial and other tools to maximize risk-
adjusted returns within pre-established limits.

2.0 Gradual Development of Risk 
Management Process in Bangladesh
Pro-active risk management practices that we 
observe today in Bangladesh have passed through 
several major logically sequenced stages. The major 
concern in the 70’s was to rebuild and develop the 
financial sector rather than focusing on achieving 
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micro level operational efficiency. The objectives 
of allowing competition did not produce expected 
result during the period 1982-89 because of not 
having well defined prudential norms, absence 
of formalized loan classification and provisioning 
system, wide scale erosion of credit discipline 
arising mainly from the loans to insiders and 
connected parties and un-healthy intervention 
from different quarters. Faced with these severe 
indiscipline and operational inefficiency, a number 
of major reform measures were initiated based on 
the recommendations of National Commission on 
Money, Banking and Credit that include liberalization 
of interest rate, introduction of a loan classification 
and provisioning guideline, strengthening the legal 
framework through enactment of the Bank Company 
Act, 1991, and Money Loan Court Act, 1990 to 
name a few. Financial Sector Reform Project (FSRP) 
was undertaken in 1992 to make the earlier reform 
measures more effective and to enlarge the scope 
of measures through allowing more private banks 
in the industry, further deregulation of interest 
rate structure, strengthening the Bangladesh Bank 
supervision and so on. 

The establishment of Credit Information Bureau 
in Bangladesh Bank (BB) in 1992 to facilitate the 
lending decision of the banks by making borrowers’ 
information available to all the banks and Lending 
Risk Analysis (LRA) instituted in 1993 were the 
first regulatory moves in introducing a uniform 
best practice to assess the credit worthiness of the 
borrowers in Bangladesh banking sector.  BB also 
started making the capital adequacy regulations for 
the banks in line with the international best practice 
named as BASEL accord (BASEL I) from 1996 by 
requiring the banks to maintain at least 8% of risk 
weighted asset as their capital. Basel committee has 
progressively gone on making banks’ capital more 
and more risk sensitive since 1988 when Basel I 
was introduced. The second version of Basel (Basel 
II) was accordingly adopted in Bangladesh in 2009 
maintaining parallel run with Basel I. Banks were 
advised to maintain capital as per Basel II from 2010. 
In the Basel II, global community and BB as well, 
introduced a mechanism to improve the market 
discipline under pillar III. In the aftermath of the 
financial crisis of 2007-2009 the Basel Committee 
introduced Basel III by extensively revising the 
existing guideline. In response to that, BB has 
issued “Guidelines on Risk Based Capital Adequacy 
(Revised Regulatory Capital Framework for banks 

in line with Basel III)” in 2014 along with the phase-
wise action plan/roadmap to be fully implemented in 
January 2020.

The most path breaking and rigorous regulatory 
move so far taken by BB to develop and standardize 
risk management capacity was the formulation 
of five core risk management guidelines in 2003. 
These are - Credit Risk Management Guideline, 
Asset-Liability Management, Foreign Exchange Risk 
Management, Internal Control and Compliance, 
and Prevention of Money Laundering. Another 
such risk management guideline on Information & 
Communication Technology was introduced in 2005. 
All of the Guidelines were revised in 2015 and 2016. 

3.0 Organizational Structure in Managing 
Risk of Banks
Success of any organization largely depends on the 
way the activities and operations are organized. 
Logical organizational structure reduces wastage of 
time and money by reducing duplication of works 
and elimination of non-value added activities of the 
process. A brief description of the various segment 
of the organizational structure in managing risks of 
banks is given below:

i) Risk Management Division (RMD) 
RMD is the operational unit/layer of risk management 
in a bank. Erstwhile it was RMU (Risk Management 
Unit) and renamed as RMD in the year 2013. As per 
DOS Circular No.04 dated 08.10.2018, RMD should 
have desks for each core risk.  Top level management 
form Executive Risk Management Committee 
(ERCM) with direct reporting to the CRO and 
indirect reporting to MD & CEO. Head of RMD will 
act as CRO. 

ii) Executive Management Risk Committee 
(EMRC)
ERMC comprises of CRO (as the Chairman), Head 
of ICC, CRM/CAD, Treasury, AML, ICT, ID, Operation, 
Business, Finance, Recovery and Head of any other 
department related to risk if deemed necessary. 
RMD acts as secretariat of the committee.

iii) Board Risk Committee (BRC)
Board Risk Committee (BRC) is the committee 
comprising of board members. The composition, 
qualification, duties & responsibilities, frequencies of 
meetings are enumerated in the BRPD circular # 11 
dated October 27, 2013. RMD presents the findings 
of RMP/MRMR/CRMR, ICAAP, Stress Testing report, 
MCR report etc and communicates the directives to 
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management. The BRC also evaluates the RAS (Risk 
Appetite Statement) of the bank, being prepared by 
RMD, before getting it evaluated and approved by 
the BOD. 

iv) The Chief Risk Officer (CRO) 
The Chief Risk Officer (CRO) or Chief Risk 
Management Officer (CRMO) is an executive 
responsible for proper guidance to RMD officials 
engaged in identifying, analyzing, measuring, 
reporting, mitigating and monitoring internal and 
external events that could threaten the bank. S/he 
is accountable to the Risk Management Committee 
of the Board of Directors for enabling the efficient 
and effective governance of significant risks, and 
related opportunities, to a business and its various 
segments for enabling the bank to balance risk and 
reward. The CRO will review all the risk related 
reports, MCR, Stress Testing, RMP/MRMR/CRMR, 
ICAAP etc., before presenting to next level meeting/
committee for review.

v) SRP Team
It is the team headed by CEO to look after the Pillar-2 
risk and capital there-against. The team meets bi-
monthly and discusses the progress and mitigation 
against the BB defined risks under Pillar-2 of Basel-
III. The team also takes initiatives to improve the 
overall risk culture of the bank so that the return on 
capital increases and capital requirement decreases. 
SRP team guides RMD to prepare ICAAP report 
embodying the macro and micro economic issues 
(global and local) affecting banks’ risk profile, banks’ 
strategy, tolerance etc. SRP team also discusses the 
Pillar-2 risk related issues that come from central 
bank.

4.0 Scenario analysis of the Risk 
Management system in the Banking 
Industry of Bangladesh 
4.1 Capital to Risk Weighted Asset Ratio 
(CRAR)
CRAR of the banking industry stood at 10.8 
percent at the end of December 2017. For the third  
consecutive year, banking sector CRAR remained 
almost stable at 10.8 percent. Out of 57 scheduled 
banks, 48 were able to maintain their CRARs at 
10.0 percent or higher in line with minimum capital 
requirement (Pillar 1) of the Basel III framework.

The capitalization of the banking sector of the 
country is still lower compared with the ratios of 
India, Sri Lanka and Pakistan.

Comparison of Capital Adequacy Indicator:

Particulars CAR/CRAR (%)

2014 2015 2016 2017

India 12.8* 12.7* 13.3* 13.9*

Pakistan 17.1 17.9 16.2 15.8

Sri Lanka 17.2 15.4 15.6 15.2

Bangladesh 11.4 10.8 10.8 10.8

* as of end-September, 
Source: RBI, SBP, CBSL and BB

4.2 Leverage Ratio
In order to avoid build-up of an excessive on- and 
off-balance sheet leverage in the banking system, a 
simple, transparent and non-risk based leverage ratio 
has been introduced under the Basel III framework 
released by BB on 21 December 2014. The leverage 
ratio is calibrated to act as a credible supplementary 
measure to the risk-based capital requirements. The 
leverage ratio is intended to achieve the following 
objectives: a) constrain the build-up of leverage in 
the banking sector which could damage the broader 
financial system and the economy; and b) reinforce 
the risk based requirements with an easy-to-
understand, non-risk based measure.

During the end of December 2017, the banking 
sector maintained a leverage ratio of 4.6 and 4.8 
percent on solo and consolidated basis respectively 
against the minimum requirement of 3.0 percent in 
both cases.

4.3 Internal Capital Adequacy Assessment 
Process
Internal Capital Adequacy Assessment Process 
(ICAAP) focuses on banks' own internal review of 
its capital positions, aiming to reveal whether it has 
prudent risk management procedures and adequate 
capital to cover all the risks in their business. BB 
reviews and evaluates banks' ICAAP report and their 
strategies to ensure their compliance with the capital 
adequacy requirement under the Basel Framework. 
ICAAP emphasizes having dialogue or interaction 
between the regulator and banks, rather than being 
simply a one-sided compliance framework. Banks in 
Bangladesh have entered into the Basel III regime in a 
phased manner which started from January 01, 2015 
with full implementation planned to be achieved by 
the end of 2019.

4.4 Banking Sector Liquidity
The liquidity situation in the banking industry 
moderated in CY17. Still there was adequate liquidity 
in the banking sector to absorb any liquidity shocks.
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Due to the robust private sector credit growth in 
Bangladesh in CY17, the excess liquidity observed 

in the banking sector throughout CY16 moderated 
in CY17. The ADR of the banking industry increased 
to 75.9 percent in CY17 from 71.9 percent in CY16.

4.5 Credit Risk, Market Risk  and Operational 
Risk Structure under Basel III
The nominal value of RWA for credit risk was BDT 
7,685.8 billion for both funded and non-funded 

credit exposures, while the value of RWA for market 
risk and operational risk were BDT 280.7 billion and 
BDT 768.2 billion respectively.

The credit risk was 88.0 percent of the total RWA of 
the banking system as of December 2017, whereas 
the RWA associated with market and operational 
risks were 3.2 and 8.8 percent respectively.

Chart: RWA structure

Chart: Market Risk structure

5.0 Evaluation of Risk Management 

activities of various private commercial 
banks:
Although banks are trying to implement the Risk 
Management initiatives of Bangladesh Bank, few 
issues are yet to be resolved   
a. Organogram of RMD as per  DOS Circular No.04 

Dated: 08.10.2018 to be developed

b. Banks’ are not aligning their Risk Appetite 
Statement with capital constraint i.e. Risk 
Weighted Assets

c. ICT Risk is not emphasized by most of the banks.

d. Risk Management related Guidelines/Manuals/
Policies are not being updated on a timely basis.

e. Analysis on Top-10 depositors, Top-20 borrowers, 
defaulters and asset quality of the bank are 
escalated to the Top Management/Board without 
comprehensive analysis. 

6.0 Risks scenario in the Banking industry
6.1 Non-performing Loans
Banks' non-performing loans hit nearly Tk 1 lakh 
crore at the end of September -- the largest yet in 
Bangladesh's 48-year-history. The amount of toxic 
increased 11.23 percent to Tk 99,370 crore at the 
end of the third quarter of 2018, compared to the 
previous quarter, according to data from the central 
bank. The amount is up 24 percent from a year 
earlier.

Chart: Quarter-wise NPL upto Sept-2018

Political intervention has worsened the corporate 
governance in the banking sector. The government 
should promptly take action to restore discipline in 
the financial sector

6.2 Some major Scams, Irregularities, & Heists 
in Banks form 2008-2018
i.  Sonali, Janata, NCC, Mercantile and Dhaka Bank 

(2008 -2011)
 Bank loan of BDT 4.89 crores with forged land 

documents. (Dhaka Tribune, 28th August 2013).
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ii.  BASIC Bank (2009-2013)
 Embezzlement of BDT 4,500 crores through 

fake companies and dubious accounts. (The Daily 
Star, 28th June 2013)

iii.  Sonali Bank (2010-2012)
 Hall Mark and some other businesses embezzled 

BDT 3,547 crores.(The Daily Star, 14th August 
2012)

iv.  Janata Bank (2010-2015 & 2013 to present)
 Fraudulence by Crescent and AnonTex involving 

BDT 10,000 crores.(Dhaka Tribune, 3rd 
November 2018)

v.  Janata Bank, Prime Bank, Jamuna Bank, Shahjalal 
Islami Bank Ltd and Premier Bank (June 2011-
July 2012)

 Embezzlement and laundering of BDT 1,174.46 
by Bismillah Group and its fake sister concerns.
(The Daily Star, 7th October 2016)

vi.  AB Bank (2013-2014)
 Money laundering of BDT 165 crores.(The Daily 

Star,12th  June 2018)

vii.  NRB Commercial Bank (2013-2016)
 Gross irregularities over disbursing loans of 

BDT 701 crores. (New Age Bangladesh, 10th 
December 2017)

viii. Janata Bank (2013-16)
 Loan scam involving BDT 1,230 crores(The New 

Nation, 22nd October 2018)

ix.  Farmers Bank(2013-2017)
 Fund embezzlement of by 11 companies e.g.: 

NAR Sweaters Ltd, Advanced Development 
Technologies etc. involving BDT 500 crores.(The 
Daily Star, 24th March 2018).

x.  Bangladesh Bank (February 5, 2016)
 Heist of BDT 679.6 crores (USD 81million) 

by international cyber hackers from treasury 
account of Bangladesh Bank with the New York's 
US Federal Reserve Bank. (The Daily Star, 5th 
August 2017)

Total BDT 22,501 crore (USD 2.68 billion) Money 
Lost through Major Scams, Irregularities, & Heists as 
reported in the media .

Cost of reported Major Scams, Irregularities, & 
Heists is:
 34% of total allocation for education in national 
budget of FY2017-18

 39% of income tax revenue of GoB in FY2017-18 

as of May 2018

 78.2% of Padma Multipurpose Bridge (PMB)

 64.3% of Padma Bridge Rail Link

 62.5% of Matarbari 2x600 MW Ultra-Super 
Critical Coal-Fired Power Project (MUSCCFPP)

 40.9% of Deep Sea Port in Sonadia

 19.9% of 2x1200 MW Ruppur Nuclear Power 
Plant (RNPP) Main Project

BDT 22,501 crore would be enough for:
 Total allocation for health in national budget of 
FY2017-18 (BDT 20,651 crore)

 Dhaka Mass Rapid Transit Development Project 
(DMRTDP) (Cost: BDT 21,985 crore)

 Construction of Single Line Dual Gauge Track 
from Dohazari-Ramu-Cox’s Bazar and Ramu to 
Ghundum near Myanmar Border (Cost: BDT 
18034 crore)

 2×660 MW Moitree Super Thermal Power Project 
(MSTPP) in Rampal (Cost: BDT 16000 crore)

 Construction of Bangabandhu Railway Bridge 
(Cost: BDT 9,734 crore)

 Construction of Multilane Road Tunnel under 
River Karnaphuli (Cost: BDT 8,447 crore)

 Deep Sea Port at Paira (Cost: BDT 3351 crore)

Recommendations
a) Expedite automation and Management 

Information System. 
 Establish transparency in the banking sector, 

particularly in the Banks through automated 
banking practices.  All banks must adopt IT 
based banking services and the Management 
Information System (MIS) in order to detect 
malpractices in the banks.  IT based banking has 
become critically important in the face of threat 
of cyber security.

b) Strengthen Internal Control and Compliance 
Departments. 

 The Internal Control and Compliance 
Department of Banks is in need of a serious 
overhaul. During financial scams of the past, it 
was discovered that the Internal Control and 
Compliance Departments either willingly or 
unwillingly had failed to inform the Board of 
Directors regarding large losses.

c) Stop recapitalization of Banks year after year. 
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 The practice of bailing out the losing banks with 
public money is economically unjustified and 
morally incorrect.

d) Formulate exit policy for troubled banks. 
 An exit policy for troubled banks needs to be 

formulated, particularly taking into cognizance 
the ineffectiveness of the Oriental Bank model.

e) Uphold independence of Bangladesh Bank. 
 Interference in Bangladesh Bank’s activities goes 

against the spirit of Bangladesh Bank Amendment 
Bill 2003, which was geared to guarantee the 
central bank with autonomy.

f) Develop human resource. 
 Lack of capacity building is a perennial problem 

that besets the Banks in Bangladesh. Without 
human resource development through enhanced 
skills, Banks will not be able to handle the 
emerging challenges facing the sector

Conclusion
To get rid of the default culture, our National Level 
policy is required. We may follow China and Nepal 
to boycott defaulters socially and should not provide 
passport and immigration facility to those defaulters. 
Our new Finance Minister Mr.  A H M Mustafa Kamal, 
FCA expressed sooth speech for the Nation and we 
expect more positive initiatives from him.

Government may deploy more judges in the Artho 
Rin Adalot and expand the legal proceedings 
related activities at District Level so that Financial 
Institutions observe some recovery from defaulters.

A single corporation gained control over 7 private 
commercial banks in Bangladesh which is very 
alarming signal for the country and should be 
restricted.

Monopolization in banking sector should be 
eliminated.

The culture of giving licenses to new banks on 
political grounds should be stopped. Given the size 
of the economy, there is no need for new banks. 
The market is already saturated and new banks 
have been performing poorly by extracting public  
money. 
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develop and standardize risk 

management capacity was 
the formulation of five core 

risk management guidelines 
in 2003. These are - Credit 

Risk Management Guideline, 
Asset-Liability Management, 

Foreign Exchange Risk 
Management, Internal 

Control and Compliance, 
and Prevention of Money 

Laundering. Another 
such risk management 

guideline on Information & 
Communication Technology 

was introduced in 2005. All of 
the Guidelines were revised in 

2015 and 2016.

30 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-01, JANUARY-FEBRUARY 2019



Abstract
The present study attempts to investigate the impact of dividend and dividend-related issues along with the 
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A cross-sectional regression model has been used to explore the association between share price volatility 
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dividend yield and stock price volatility, and also a negative relationship between dividend payout and stock 
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1.0 Introduction
The volatility of share price a systemic risk faced 
by investors who possess investment in ordinary 
shares.  It is a rate at which the price of a security 
increases or decreases for a given set of returns. 
The price of the security can change dramatically 
over a short time period in either direction. A 
lower volatility means that a security's value does 
not fluctuate dramatically, and tends to be steadier. 
Volatility is the range of price changes a security 
experiences over a given period of time. Volatility 
is measured by calculating the standard deviation 
of the annualized returns over a given period of 
time. Numerous factors may instigate the volatility 
of share price. There are some fundamental factors 
that might be held responsible for volatility in share 
price. Corporate financial management involves 
three important decisions namely; financing decision, 
investment decision, and dividend decision Baker. 
The latter is the focus of this study. As the prime 
focus is on dividend decision the dividend yield, 
dividend payout, dividend policy comes in the line 
of discussion.  

The dividend yield is the dividend expressed as a 
percentage of a current share price and it is said 
to have a salient impact on share price volatility. It 
constitutes a significant portion of the return on 
investment in shares and also contributes to the 
capital gain. Thus, investors are concerned with 
the dividend yield. As the investors are concerned, 
they express demand accordingly and their demand 
pattern exerts an influence on stock price. Due to 
the influence, the price volatility rises. The dividend 
payout ratio is the number of dividends paid to 
stockholders relative to the amount of total net 
income of a company. The amount that is not paid out 
in dividends to stockholders is held by the company 
as retained earnings for growth. The investors are 
also concerned with the dividend payout ratio 
because it leaves a signal to them about the company 
which might create volatility in share price. Dividend 
policy is a company's approach to distributing 
profits back to its owners or stockholders. If a 
company is in a growth mode, it may decide that 
it will not pay dividends, but rather re-invest its 
profits (retained earnings) in the business. Issues of 
dividend policy range from its puzzle by Black to its 
irrelevance by Miller and Modigliani (1961)than to 
its relevance by DeAngelo, DeAngelo, and Skinner 
(1996). Other issues include theories on dividend 

payment such as the stakeholders’ theory, pecking 
order theory, agency cost, signalling theory, bird in 
hand fallacy and clientele effect. The information 
asymmetry between managers and shareholders, 
along with the separation of ownership and control, 
formed the base for another explanation for why 
dividend policy has been most popular. There is a 
lot of track of research on dividend-related issues in 
recent times. Different markets have been studied at 
different times and the studies produced mixed and 
controversial results. 

The share price volatility might be caused out of 
numerous reasons. Besides dividend policy, dividend 
yield there are a lot of macros and microeconomic 
factors affect share price volatility. In this paper, some 
fundamental and financial factors have been included 
based on prior research and studies. They are firm-
size, asset growth rate, earnings volatility and debt 
to asset ratio. A company’s financial strengths and 
conditions can be measured using these factors. So 
the investors are concerned about these factors. 
Any change in these factors is coupled with changes 
in the share price of a particular company.     

The number of studies regarding dividend-related 
issues conducted on the stock exchanges of 
Bangladesh is not too many. The markets are relatively 
new and are still growing and have experienced a lot 
of ups and downs. The stock markets of Bangladesh 
are still characterized by a semi-strong form of 
efficiency and markets of asymmetrical information. 
But the situation is improving gradually. The investors 
and their knowledge play the most important role in 
any stock market. But a huge chunk of the general 
investors in the stock market are still unaware of the 
fundamental and financial factors. 

2.0 Objective of  the Study
The prime objective of this research work is to 
find out the power of dividend and dividend related 
issues to influence the share price volatility. There 
are also some other specific objectives of this study. 
These are as follows:
• To find out the way in which dividend policy affect 

share price volatility.
• To find out the other fundamental and financial 

factors that might influence share price volatility.

3.0 Rationality of  the study
Among all the investment avenues the stock 
investment is a lucrative one. The stock market is 
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one of the most important financial institutions of 
any economy as well as of Bangladesh. It opens the 
door for companies to raise a huge amount of capital 
from a lot of individual investors inside & outside 
of a country. Investors participate voluntarily to 
buy and sell ownership of a company in the public 
market.  There is a saying that the stock market is 
the pulse of the economy.

There is no doubt that a vibrant capital market 
is likely to support economy to be robust but 
two major catastrophes in the capital market of 
Bangladesh within one and half decades do not 
indicate the existence of a vibrant market; rather 
these show a highly risky and unstable capital 
market. Bangladeshi Stock Market has experienced 
a big crash twice from its inception. In 1996, the 
market was crashed because of a speculative bubble 
whereas; it was an asset bubble in the year 2011. 
The stock price was overvalued this time. Price 
was inflated about 500-700 percent compare to the 
face value. DGEN Index climbed at point 8918.51 
on December 05, 2010 which signalled a steeper 
bubble. The volatility in the market resulted from 
the volatility in the stock prices. In this paper the 
macroeconomic factors behind stock price volatility 
have been bypassed, rather some core financial and 
fundamental factors have been perused. The scenario 
of stock price volatility and the reasons behind the 
volatility for six years after the crash of 2010-2011, 
has been examined in this paper. 

Dividend Policy is a financial decision that refers to 
the proportion of the firm’s earnings to be paid out 
to the shareholders and it contributes to sharing 
price volatility. And for these reasons, the studies 
have been made to seek the relationship between 
share price volatility and dividend policy.

4.0 Scope of  the study
Comprehensive knowledgeof the stock price 
volatility and the underlying reasons for volatility 
will be mainly presented in this paper. This study has 
considered the following factors;

• The volatility of stock prices at the Dhaka Stock 
Exchange for the period of 2012-2017.

• The dividend yield and dividend payout trend in 
Bangladesh.

• The condition of asset growth, earnings volatility, 
debt to total asset ratio and the firm size of the 
companies in the country.

5.0 Literature Review
The literature review contains the citation of prior 
studies done on share price volatility and dividend-
related topics and the synopsis of those studies. At 
first, the study included a summary of the studies that 
have been made on the Stock Markets of different 
countries. And then, it has included the studies done 
in the context of Bangladesh.   

The earlier work on dividend-yield and stock price-
volatility were conducted by Harkavy (1953); Friend 
and Puckett (1964); Litzenberger and Ramaswamy 
(1982); Fama and French (1988); Baskin (1989) and 
Ohlson (1995) in the context of United States. These 
studies are largely non-conclusive. Although Friend 
and Puckett (1964) for example found a positive 
effect of dividend on share price, Baskin (1989) found 
an inverse relationship between dividend yield and 
stock price volatility in the United States. Outside 
the United States, such study was conducted by Ball, 
Brown, Finn, and Officer (1979)andAllen and Rachim 
(1996) in the Australian context.  Although Ball et 
al. (1979)found the positive impact of dividend 
yield on post-announcement rates of return, Allen 
and Rachim (1996) failed to find any evidence that 
dividend yield influence the stock price volatility in 
Australia.Hussainey, Oscar Mgbame, and Chijoke-
Mgbame (2011) found a positive relationship 
between dividend yield and stock price changes and a 
negative relationship between dividend payout ratio 
and stock price changes in the UK stock market. In 
addition, their results show that the firm’s growth 
rate, debt level, size and earnings explain stock price 
changes.Hooi, Albaity and Ibrahimy (2015) conducted 
a study on the Kuala Lumpur stock exchange. In 
their study, Dividend yield and dividend payout 
were found to be negatively related to sharing price 
volatility and were statistically significant. Firm size 
and share price were negatively related. Positive and 
statistically significant relationships between earning 
volatility and long-term debt to price volatility were 
identified as hypothesized. However, there was no 
significant relationship found between growth in 
assets and price volatility in the Malaysian market.
Nishat (1992) in a study on Pakistan found that the 
share price reactions are significant following the 
earnings announcements. Conroy, Eades, and Harris 
(2000) in a study found that earnings announcement 
has no material impact on stock price in Japan. 
(Ilaboya & Aggreh, 2013) examined the relationship 
between dividend policy and share price volatility 
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across companies listed in the Nigerian Stock 
Market. Their finding indicated that dividend yield 
exerts a positive and significant influence on share 
price volatility of firms while dividend payout exerts 
a negative and insignificant influence on share price 
volatility.

Although numerous studies are conducted in the 
area of dividend policy, the study of dividend and 
stock price volatility on the emerging market is 
almost absent.  Rashid and Rahman (2008) conducted 
a study on the stock market of Bangladesh. Their 
study presented the evidence of a relationship 
between the stock price volatility and dividend 
policy in Bangladesh, by using the cross-sectional 
regression analysis after controlling for earnings 
volatility, payout ratio, debt, firm size and growth in 
assets. This study seeks to examine if the earnings 
announcement in the form of dividend influences 
the volatility of share prices in Bangladesh. This 
study has an extension of the study of Rashid and 
Rahman (2008)on the Bangladeshi Stock Market. It 
may contribute to the finance literature by reducing 
the dearth of studies on dividend and stock price 
volatility in the context of Bangladesh.

6.0 Hypothesis of  the Study
This study has been conducted on the basis of null 
hypotheses to answer the research questions. The 
hypotheses are: 

Main Hypothesis:

H0:1 Dividend and related issues exert significant 
influence on the share price volatility. 

Specific Hypothesis:
H0:2 Dividend yield, dividend payout, asset growth, 

earnings volatility, firm size and debt to                  
asset ratio do not affect share prices either 
individually or collectively.

In this paper, the researcher tries to reject the null 
hypotheses to meet the objective of this study.

7.0 Methodology
7.1 Research Sample and Data Collection 
Process

This study has arrayed a cross-sectional research 
design using secondary data from the Dhaka Stock 
Exchange (DSE), annual reports from the companies’ 
websites. For the study, researchers have chosen a 
six-year time span ranging from 2012-2017. I have 
selected 15 ‘A’ category shares randomly out of 

290 all category shares. The shares were selected 
from 14 different industries. The industries and the 
selected shares are-

Table3.1 Samples for the study

Sl 
No.

Industry Name of the stocks
Number 
of Stocks

1 Banks City Bank 1

2 Engineering
Rangpur Foundry Ltd.

2
BSRM Steels Ltd.

3 Food And Allied
British American 
Tobacco Bangladesh 
Company Ltd.

1

4 Fuel and power Linde Bangladesh Ltd. 1

5 Jute No 0

6 Textile Rahim Textile Ltd 1

7
Pharmaceuticals 
and Chemical

Beximco 
Pharmaceuticals Ltd

1

8
Paper and 
Printing

No 0

9
Service and Real 
estate

DELTA BRAC Housing 
and Finance Corp. Ltd.

1

10 Cement
Heidelbarg Cement 
Bangladesh Ltd.

1

11 IT sector BDCOM Online Ltd. 1

12 Tannery Industry Apex Tannery Ltd. 1

13 Ceramic Industry
Standard Ceramic 
Industries Ltd.

1

14 Insurance
Green Delta Insurance 
Company Ltd.

1

15 Telecommunication Grameenphone 1

16
Travel and 
Leisure

No 0

17 Miscellaneous
Berger Paints 
Bangladesh Ltd.

1

Total 15

All the investment companies and corporate bonds 
have been excluded at the time of preliminary 
selection.

7.2 The Model Specification
A regression model has been developed. The model 
examines the relationship between share price 
volatility and dividend policies. [Dividend yield, 
Dividend payout ratio], with some other variables: 
firm size, earnings volatility, asset growth rate, debt 
to total asset ratio. This model was adopted from 
Ilaboya and Aggreh (2013).

The model is as follows:

Share Price Volatility=α + β1Dyld +β2Payout+β3Size + 
β4Debt+β5E.vol+β6AsGRt +ε

Whereα is the intercept, β is the regression 
coefficient and ε is the error term.

To test the models’ result credibility, multicollinearity 
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has been tested using Pearson Correlation. Due 
to the high correlation found between two of the 
independent variables, two separate models have 
been developed. They are as follows:

1. Share Price Volatility=α + β1Dyld+β2Size+ 
β3Debt+β4E.vol+β5AsGRt+ε

2. Share Price Volatility=α + β1Payout+β2Size + 
β3Debt+β4E.vol+β5AsGRt +ε

The two models were supporting the initial one. 
The results of the following two models did not 
differ significantly from the original one. So, the 
interpretation has been given on the basis of the 
result obtained from the original model. Nonetheless, 
all the result has been presented in this paper.

7.2.1 Variables Definition 
The variables of this study are derived from the 
earlier studies such as GORDON (1959),Baskin 
(1989); Nishat (1992); Allen and Rachim (1996), 
linking the stock price, dividend, retained earnings 
and some other variables. These are discussed below. 

a) Share Price Volatility 
It is a rate at which the price of a security increases 
or decreases for a given set of returns. Volatility is 
measured by calculating the standard deviation of 
the annualized returns over a given period of time.

Here it has been measured using the following 
equation;

In the above equation,Hi:Highest stock price for 
years;Li:Lowest stock price for yeari.

b) Dividend Yield (Dyld) 
The dividend yield is calculated as the ratio of the 
cash dividend paid to common shareholders and the 
market value of common stock at the beginning of 
the year. The calculation is as follows;

Here,

Dyldl: Dividend yield; 

Di: Dividend Paid in the yearI; 

MVi: Market value of the firm at the end of year i

c) Earnings Volatility (E.vol) 
It is the standard deviation of the ratio of the 
company’s operating earnings before interest and 
tax (EBIT) to total assets. This has been calculated 
using the following equation;

Here,

Ri: Ratio of operating income to total asset for a 
year i;

d) Payout Ratio (Payout)
It is the ratio of the company’s total dividend to total 
earnings. To do so total divined and total cumulative 
earnings are calculated for each year. This has been 
calculated using the following equation;

Here,

Di: Dividend Paid in year i;

Ei: Net profit after tax for the year i;

e) Debt to Total Asset (Debt) 
It is the ratio of a company’s long term debt 
(excluding the liabilities which are due within one 
year) to total assets. This has been calculated using 
the following equation;

Here,LDi: Long-term debt at the end of year 
i;Asseti:Total Asset at the end of year i

f) Firm Size (Size) 
Firm size is defined as the natural logarithm of the 
market value of equity at the beginning of the year. 

This is calculated in the following way;

Here,MVi: Market value of the firm at the end of 
year i

g) Growth in Assets (AsGRt) 
The growth is calculated as the changes in assets 
from the beginning to the end.
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This has been calculated using the following equation;

Here, AsGRt=Asset growth rate;  Asseti:Changeof total asset in year i

Asseti: Total Asset at the beginning of year i

7.3 Analysis and Results
This section reveals the analysis results and the interpretation of the results. 
There will be descriptive statistics, multicollinearity, and regression analysis and 
therequired interpretation of them.

7.4 Descriptive statistics
Descriptive statistics covers mean, median, standard error, sample variance, 
range, maximum, minimum, summation, standard deviation and sample variance 
of the variables of the model.

Table 4.1 Descriptive statistics

Volatility Dyld Payout Size Debt E.vol AsGRt

Mean 0.426441 0.030292 0.528474 21.84557 0.173939 0.022756 0.082298

Standard 
Error

0.022918 0.004028 0.059278 0.771349 0.059981 0.003283 0.014611

Median 0.411552 0.027007 0.550021 22.34333 0.085522 0.023463 0.110611

Standard 
Deviation

0.08876 0.0156 0.229582 2.98742 0.232306 0.012714 0.056589

Sample 
Variance

0.007878 0.000243 0.052708 8.92468 0.053966 0.000162 0.003202

Range 0.361863 0.051429 0.925926 10.12608 0.838105 0.041043 0.167328

Minimum 0.263431 0.009828 0.046986 16.4387 0.005082 0.003674 -0.01872

Maximum 0.625294 0.061257 0.972913 26.56478 0.843187 0.044717 0.148607

Sum 6.396619 0.454383 7.927107 327.6836 2.609087 0.341347 1.234475

Count 15 15 15 15 15 15 15

Source: Annual Reports (2011-2017), DSE

Where, Volatility = share price volatility, Dyld= Dividend Yield, Pay-
out=Dividend Payout ratio, Size= Firm Size, Debt = Debt, E.vol=Earnings 
Volatility, AsGRt=Asset Growth.

Notes: Data have been compiled by researchers

As observed in Table 4.1, the standard deviation, maximum, minimum and median 
values for Volatility stood at 0.08876, 0.26343, and 0.411552 respectively with 
a mean of 42.6411%. The mean value for Dyld stood at 0.30292 and suggests 
a dividend yield of about 30% over the study period with a standard deviation 
of 0.0156. The maximum, minimum and median values for the period under 
review were 0.062157, 0.009828 and 0.027007 respectively. The mean value 
for Payout stood at 0.528474 which suggest a dividend payout average of about 
52.8% with a standard deviation stood of 0.229582. The maximum, minimum 

and median values were 
.9729013, 0.046986 and 
0.550021 respectively. 
The size was observed 
to have a mean value of 
21.84557 and a standard 
deviation of 2.9842. The 
maximum, minimum 
and median values were 
26.56478, 16.4387 and 
22.34333 respectively. 
Debt is observed to 
have a mean value of 
0.173939 and a standard 
deviation of 0.232306. 
The maximum, minimum 
and median values were 
0.843187, 0.005082 and 
0.0.085522 respectively. 
EVOL is observed to have 
a mean value of 0.022756 
which suggest an average 
earnings volatility rate 
of about 2.27%and a 
standard deviation of 
0.012714. The maximum, 
minimum and median 
values were 0.044717, 
0.003674and 0.023463 
respectively. Finally, AsGRt 
was observed to have a 
mean value of 0.082298 
which suggest an average 
asset growth rate of about 
8.2 % and a standard 
deviation of 0.056589.
The maximum, minimum 
and median values were 
0.148607, -.01872 and 
0.110611 respectively.

7.5 Multicollinearity
Multicollinearity can 
be defined as the 
correlations or multiple 
correlations of sufficient 
magnitude among 
independent variables 
to have the potential 
to adversely affect the 
regression estimates. 
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Multicollinearity can generate misleading results when 
attempting to examine how well individual independent 
variables could be used as predictors to understand the 
dependent variable.

Table 4.2 Pearson Correlation

 
Share 
Price 

Volatility
Dyld Payout Size Debt E.vol AsGRt

Share 
Price 
Volatility

1

Dyld -0.34225 1

Payout -0.24417 0.715823 1

Size 0.121811 -0.226 -0.4578 1

Debt -0.10058 0.425611 0.124638 0.153604 1

E.vol 0.100517 -0.38677 -0.23854 0.050612 -0.43596 1

AsGRt -0.64333 0.321025 -0.07911 0.124226 0.162919 -0.04457 1

Source: Annual Reports (2011-2017), DSE
Notes: Data have been compiled by researchers

Pearson correlation is used to examine whether there is a 
multicollinearity problem among the explanatory variables 
or not. Anderson et al. (1990) state that any correlation 
coefficient exceeding (0.7) indicate a potential problem of 
multicollinearity. Results in table ** revealed that there is a 
problem of multicollinearity among the dividend yield and 
dividend payout. The correlation between them is 0.715823. 
They are highly correlated and can affect the original model 
adversely. For this reason, two more models have been 
created and regression was run further two times separating 
the two highly correlated variables. 

Table 4.2 also indicates the correlation coefficients between 
other variables are varying. The maximum correlation 
coefficients are not exceeding .07, which are still in the 
acceptable range as indicated by Anderson et al. (1990).

7.6 Regression Analysis

Table 4.3 Model Summary

Model R
R 

Square
Adjusted R Square Std. Error of the Estimate

1 .727a .529 .176 .080591899877804

a. Predictors: (Constant), AsGRt, E.vol, Size,Debt, Payout, Dyld

Source: Annual Reports (2011-2017), DSE
Notes: Data have been compiled by researchers

In the model summary as shown in Table 4.3 reveal that the 
R2=.529 which means that all independent variables can 
explain only 52.90 percent of the variation in share price 
volatility. Accordingly, there are some other factors that may 
significantly influence the share price volatility.

The model R is .727 and it indicates that 
there exists a high degree of relationship 
between the independent variables and the 
dependent variable.

7.7 Significance of results/ Model 
fitness:

Table 4.4 ANOVA

 Model
Sum of 
Squares

Df
Mean 

Square
F Sig.

1
Regres-
sion

.058 6 .010 1.497 .291b

Residual .052 8 .006

Total .110 14

a. Dependent Variable: Share Price Volatility
b. Predictors: (Constant), AsGRt, E.vol, Size,Debt, Payout, 
Dyld

Source: Source: Annual Reports (2011-2017), DSE
Notes: Data have been compiled by researchers

From the ANOVA (Analysis of Variance) 
table, it is evident that the results are 
statistically insignificant because they are 
statistically significant at .291 or 29.1% level 
which is much higher than that of .05 or 
5% level.

7.8 Coefficient

Table 4.5 Coefficients

 Model
Un-

standardized 
Coefficients

Standardized 
Coefficients

t-value Sig. Sig.

Beta Std. Error Beta

1 (Constant) .517 .222 2.335 .048

Dyld 1.589 2.714 .279 .585 .574

Payout -.176 .169 -.456 -1.043 .328

Size .002 .008 .073 .260 .801

Debt -.010 .115 -.026 -.087 .933

E.vol .350 1.956 .050 .179 .862

AsGRt -1.210 .461 -.772 -2.628 .030

Dependent Variable: Share Price Volatility

Source: Annual Reports (2011-2017), DSE
Notes: Data have been compiled by researchers

In Table 4.5, the t values are given. Besides 
this significance level for each t value 
is given.And from the coefficient table, 
it is evident that b1, b2, b3, b4 and b5 
are insignificant because all of them are 
significant at levels which are higher than 
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.05 or 5% level. The only b6 is statistically significant 
because it is significant at .03 or 3% level which is 
below the 5% level.

7.9 Yield Model & Payout Model: 

Table 4.6 Yield Model & Payout Model

Model Original Model Yield Model Payout model

Beta Sig. Beta Sig. Beta Sig.

(Constant) .517 .048 .406 .067 .510 .040

Dyld 1.589 .574 -.563 .758

Payout -.176 .328 -.101 .364

Size .002 .801 .005 .539 .002 .777

Debt -.010 .933 .014 .903 .015 .886

E.vol .350 .862 .289 .886 .148 .938

AsGRt -1.210 .030 -.999 .040 -1.066 .019

Source: Annual Reports (2011-2017), DSE
Notes: Data have been compiled by researchers

Due to the Multicollinearity problem between 
dividend yield and dividend payout, later the two 
regressions have been run. The following two models 
were supporting the original model and the results 
from showed statistical similarity. So the explanation 
has been given based on the results of the original 
model.

7.10 Independent variables

a) The dividend yield
The dividend yield is the most important factor 
that has the highest positive relationship with the 
dependent variable share price volatility. The beta 
coefficient of Dividend yield is 1.589 and it means 
that it has the power to influence share price 
volatility in my model. If the dividend yield is higher 
year to year it will exert higher volatility in share 
prices.

Hooi et al. (2015) have shown that there is a 
relationship between dividend yield and share price 
volatility. My findings of dividend yield are in line 
with the research Baskin (1989) who has stated that 
the coefficient of dividend yield is large and highly 
significant. However, the findings in this model about 
dividend yield arequite inconsistent with two studies 
made by Zakaria, Muhammad, and Zulkifli (2012) on 
the KualaLumpur Stock Exchange. Allen and Rachim 
(1996) also observed no relationship between the 
dividend yield and stock market price even after 
studying 173 Australian listed stocks. Hashemijoo, 
Mahdavi-Ardekani, and Younesi (2012) presented 
that coefficient of dividend yield is negatively 
significant. The study of Rashid and Rahman (2008) 
which was conducted on the stock market of 

Bangladesh, also supports the results of this paper 
regarding dividend yield. They have shown a positive 
relationship between dividend yield and share price 
volatility.

b) Asset growth rate
In this model asset growth rate has the second 
highest beta coefficient and it is negative. The beta 
is -1.210 and it means that the asset growth creates 
a negative result on share price volatility. The 15 
companies used in this model has shown evidence 
that the growth of asset had made the share prices 
less volatile. The asset growth rate makes up the 
confidence of investors and provides a positive signal 
for the investors and thus the share prices are less 
volatile. The result of this model is inconsistent with 
Ilaboya and Aggreh (2013) study. On that study, it 
was shown that the asset growth rate had a positive 
relationship with share price volatility although the 
result was statistically insignificant at 5% and 10% 
level. Hooi et al. (2015) have also concluded that 
there is no significant relationship is developed 
between growth in assets and price volatility in the 
Malaysian market. 

The rate of growth on firm assets is highly dependent 
on their life cycle. Firms that are on the startup or 
rapid growth stage are foreseen to experience high 
growth in assets. Firms which experience higher 
growth opportunity tend to reduce their dividends 
per share since there is a negative relationship 
between the increase in growth and dividend per 
share Alzomania and Al- Khadhiri, (2013). Firms 
normally start to pay dividends when they have 
arrived at the mature stage. At the mature stage, 
especially for large firms, they may have a better 
ability to pay dividends due to the stable growth and 
better profit. Dividend initiators are large firms with 
relatively high profitability and cash balances and low 
growth rate Bulan, Subramanian, and Tanlu (2007).

c) Earnings Volatility
The earnings volatility has got the third highest beta 
coefficient in the above regression model and the 
beta is .350 and it is positive. This indicates that 
the companies experiencing volatile earnings also 
experience a high volatile in shares. 

Dividend paid by firms are generated from firms’ 
profit is one of the ways that firms distribute earnings 
back to the shareholders. Therefore, earnings of the 
firms are expected to be one of the significant factors 
that will influence the dividend policy decisions. It 
is general to assume that the stable earnings will 
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lead the price of shares to be stable and volatility 
in earnings will result in volatility in share prices. 
The findings on earnings volatility coincide with the 
study of  Hooi et al. (2015). The study has shown a 
positive relationship between earnings volatility and 
share price volatility. But the result is inconsistent 
with Rashid and Rahman (2008). Their study was 
conducted on the Stock Market of Bangladesh and 
the found a negative relationship between Earnings 
Volatility and Share Price Volatility. 

d) Dividend Payout
Dividend payout is the fourth independent variable 
influencing the share price volatility. The model has 
revealed a negative beta of -0.176 which means that 
there is a negative relationship existing between 
dividend payout and share price volatility.

Generally, the dividend declaration exerts a positive 
impact on share price and dividend payout impacts 
negatively. Thus, we can say that dividend payout 
increases share price volatility. But in my study 
the outcome is negative and the dividend payout 
discourages share price volatility which is in line 
with the study of Hooi et al. (2015). The result is 
consistent with the study of Ilaboya and Aggreh 
(2013). In their study, they have shown that the 
influence of dividend payout on share price was 
negative. Rashid and Rahman (2008) also found the 
same relationship between dividend payout and 
share price volatility.

e) Debt and firms’ size
Debt is found to have the fifth largest beta in this 
model which is -0.010. This signifies that the increase 
in debt to total asset lowers the share price volatility. 
Although the result is inconsistent with the study 
of Ilaboya and Aggreh (2013). The result is also 
inconsistent with the study of Rashid and Rahman 
(2008). They have shown a positive relationship 
between debt and share price volatility. Their study 
was conducted on the Bangladeshi market. 

Firm size has the least beta coefficient in the model 
of this paper. The beta is 0.002. This implies that there 
is a positive relationship between them changes in 
firm size and the stock price volatility. The result is 
inconsistent with the study of Ilaboya and Aggreh 
(2013). This paper has shown that the changes in 
firm size instigate share price volatility but the citied 
two studies have proved that the changes in firm 
size demotivate the share price volatility. 

8.0 Findings, Recommendations and 
Conclusion
8.1 Summary of the Findings
The study was conducted to find out the factor 
influencing share price volatility and resulted in the 
following key findings;

• The dividend yield exerts a positive influence on 
share price volatility. The impact of dividend yield 
is very high according to the beta coefficient of 
1.589 found in the model. Although the beta was 
statistically insignificant at both 5% and 10% level.

• Unexpectedly, the dividend payout affects the 
share price volatility negatively having a beta 
coefficient of -.176.

• The firm size has a very insignificant positive 
impact on share price volatility with a beta 
coefficient of 0.02

• The study found out that there is a negative 
relation between debt to total asset ratio and 
share price volatility. If the debt to total asset 
ratio increases by 1 the volatility will decrease at 
0.01 rates.

• Expectedly, earnings volatility was found to have 
a positive relationship with share price volatility 
with a beta of 0.350.

• The asset growth rate has a very significant 
relationship with share price volatility. It is 
statically significant at .03 or 3% level reporting 
a beta coefficient of -1.210. The growth rate in 
asset decreases the share price volatility.

• There is a high correlation between dividend 
yield and dividend payout. Thus they can use the 
problem of multicollinearity if used as independent 
variables in a model.

8.2 Recommendations
In light of the findings of the study, the following 
recommendations are given in order to share price 
volatility of the stock market in Bangladesh:  

a. The impact of dividend yield and dividend policy 
on share price is significant. Therefore, the 
companies should be consciously meticulous in 
setting their dividend policy.

b. The asset growth rate helps to stabilize the 
share price and so the companies must focus on 
the efficient allocation of the available assets to 
maximize the companies’ wealth besides setting 
the appropriate dividend payout ratio.
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c. The stock market of Bangladesh experiences 
a semi-strong form of efficiency and thus the 
information available is not reflected in the price 
of stocks. An all-out effort should be made to 
make the situation better. The market is also 
characterized by asymmetrical information. So, 
step should be taken to ensure the information 
symmetric.

d. A huge chunk of investors is not well aware of 
the fundamental factors and invest aimlessly 
with a view to reaping a profit and find them 
tantalized. To protect them from the loss of a mass 
awareness program for the general investors in 
stocks should be made. It will help to build up the 
confidence of the investors in the market.

Although regulations and surveillance have been 
made stronger and more effective from the end of 
regulatory bodies after the market crash of 2011, it 
might be made better anyway.

8.3 Conclusion
This study has attempted to find out the impacts of 
dividend and dividend-related issues on the stock 
prices at the stock market of Bangladesh. There 
exists a positive relation of dividend yield and a 
negative relation of dividend payout with the share 
price volatility. The asset growth rate is the most 
significant factor to prevent share price volatility 
according to the study conducted here. Moreover, 
there has been found to have a high positive 
correlation between dividend yields and dividend 
payouts. Other variables namely firm size, debt to 
total asset ratio and earnings volatility also contribute 
to the share price volatility to some extent. So, 
the null hypothesis can be rejected and it can be 
concluded that the dividend and dividend-related 
issues exert influence on the share price volatility 
at least to some extent at the Bangladeshi stock 
market.The research findings can also contribute to 
developing new insights and understanding on share 
price volatility of the stock market in Bangladesh. 
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Abstract
The purpose of this paper is to discuss Islamic banking practices in Bangladesh.  It will also cover the roles 
of Islamic banking in economy as well as in poverty reduction in Bangladesh. This paper is both descriptive 
and analytical in nature describing the evolution of Islamic banking, its progress and roles in the economy and 
analyzing trends and performance of Islamic banking in Bangladesh.  These are the new issues that deserved 
exploring.  This paper focuses on the different developments of the Islamic banks in Bangladesh. Islami 
Bank Bangladesh Limited (IBBL) was the first Islamic bank established in 1983 in Bangladesh. The successful 
operation of IBBL has been acting as an influencing factor for setting up other Islamic banks and Islamic 
financial institutions in Bangladesh. At present eight (8) full-fledged Islamic banks are operating in the country. 
This study identifies a strategic element of building organizational capacity and ensuring the congenial financial 
structure for the financial institutions. The paper initiates to present the practices of Islamic finance in banks 
in Bangladesh. It also focuses a new issue on the way forward.  

Keywords: Islamic Finance, Takaful, Islamic Banking, Shariah Principles, Islamically approved.
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Introduction:
Islam covers all the aspects of human life, financial 
management is not the exception. Islamic finance 
is closely related to the interest free financial 
services industry. According to figures released by 
the International Monetary Fund, there were more 
than 300 financial institutions with operations based 
on Shariah rules in 75 countries as at end of 2007 
(Sudin & Nursofiza, 2009).  

Banking industry contributes a lot in the economic 
development of our country. Islamic Banks have 
significant contributions towards the growth and 
economic development of Bangladesh. This study 
is an attempt to produce a constructive report 
performance with special reference to growth and 
development of Islamic Banking in Bangladesh.

Objectives of the Study:
The objectives of the study are as follows:

• To find out the   growth of Islamic Banking in 
Bangladesh

• To evaluate the performances of Islamic Banks.
• To find out the problems of Islamic Finance 

Practicing in Bangladesh.
• To give some suggestions to overcome the 

problems.

Methodology:
To make the effort a success, researchers have 
collected data from both primary and secondary 
sources. Primary data have been collected through 
pre-designed questionnaires with interview 
schedule with 50 personnel associated with Islamic 
banking operations. Deliberate sampling has been 
used to involve purposive or deliberate selection 
of participatory branches of the Islamic banking 
industry for constituting a better representative. The 
study is mainly based on secondary data. The data 
collected from various secondary sources have been 
tabulated first manually and then they have been 
analyzed by employing both statistical and financial 
techniques such as percentage and diagrammatic 
presentation. 

Islamic Banking in Bangladesh:
Islamic finance was practiced in the banking first 
in Bangladesh. In 1983, Bangladesh established its 
first Islamic bank. At present, in Bangladesh, out 
of 56 banks, 8 are full-fledged Islamic banks: Islami 
Bank Bangladesh Limited, ICB Islamic Bank Limited, 

Al-Arafah Islami Bank Limited, Social Islami Bank 
Limited, Shahjalal Islami Bank Limited, Export 
Import Bank of Bangladesh Limited, First Security 
Islami Bank Limited and Union Bank Bangladesh 
Limited. Islami Bank Bangladesh Limited (IBBL) was 
established in March 1983.   The second interest-free 
Islamic bank, Oriental Bank Bangladesh Limited was 
established in July, 1987. The Oriental Bank Limited 
had been taken over and renamed as ICB Islamic 
Bank Limited. Formerly it was known as Al-Baraka 
Bank Bangladesh Limited. The third Islamic Bank of 
Bangladesh namely Al-Arafah Islamic Bank Limited 
started its business from September 27, 1995. The 
fourth Islamic bank of Bangladesh established in 
November 25, 1995 as the name Social Investment 
Bank Limited. Now it is operating its services as the 
Social Islami Bank Limited after renaming.  In 2001, 
the fifth Islamic Bank, Shahjalal Islamic Bank Limited, 
began its banking operation. The sixth Islamic Bank is 
the EXIM bank of Bangladesh Limited which initially 
started as traditional bank and then switched over 
to Islamic banking in July 2004.  The seventh Islamic 
Bank is the First Security Islami Bank Limited which 
was established in 2006. The eighth Islamic bank in 
Bangladesh is Union Bank Limited established in 1st 
April, 2013 with an Authorized Capital of Tk.10,000 
million and paid up capital of Tk. 4,280 million.

Growth in paid-up capital of 
Islamic Banks:
The 5-years (from 2013 to 2017) average growth 
rate in paid up capital of IBBL is 2.5%. The paid-up 
capital of IBBL remains constant from 2014 to 2017 
and it is Tk. 16100 million. The authorized capital of 
IBBL is now TK. 20000 million. AIBL has the average 
growth rate of 9.52% for 5 years from 2013 to 2017. 
The authorized capital of AIBL is now TK. 15000 
million and the current paid-up capital of the bank 
is Tk. 9943 million. EXIM bank’s average growth rate 
in paid-up capital for the five years is 5.25%. It had 
the lowest growth rate 0% both in 2016 and in 2017. 
EXIM bank has the current authorized capital and 
paid-up capital is Tk. 20000 million and Tk. 14123 
million respectively.  SJIBL’s average growth rate in 
paid-up capital for the 5 years period is 3.75%. The 
authorized and paid-up capital of the bank in 2017 
is Tk.10000 million and Tk. 7714 million respectively. 
FSIBL has the highest average growth rate in paid-
up capital for the period from year 2013 to 2017 
and it is 20.13%.  FSIBL’s authorized capital is now 
Tk.10000 million. SIBL’s average growth rate in 

42 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-01, JANUARY-FEBRUARY 2019



paid-up capital for the 5 years period is 1.25%. The 
authorized and paid-up capital of the bank in 2017 
is Tk.10000 million and Tk. 7383 million respectively. 
Union Bank’s average growth rate in paid-up capital 
for the 5 years period is 5.5%. The authorized and 

paid-up capital of the bank in 2017 is Tk.10000 
million and Tk. 5273 million respectively. ICBIBL’s 
average growth rate in paid-up capital for the 5 years 
period is 0%. The authorized and paid-up capital of 
the bank in 2017 is Tk.15000 million and Tk. 6647 
million respectively.

Table: 1-Paid-up capital and authorized capital (Million BDT)

IBBL AIBL EXIM SJIBL FSIBL SIBL Union Bank Ltd. ICBIBL

Auth. Capital 2013 20000 15000 20000 10000 10000 10000 10000 15000

Paid-up Capital 2013 14636 7131 11566 6679 4114 7031 4280 6647

Auth. Capital 2014 20000 15000 20000 10000 10000 10000 10000 15000

Paid-up Capital 2014 16100 8343 12839 7347 4114 7031 4280 6647

Auth. Capital 2015 20000 15000 20000 10000 10000 10000 10000 15000

Paid-up Capital 2015 16100 9470 14123 7347 6789 7031 4280 6647

Auth. Capital 2016 20000 15000 20000 10000 10000 10000 10000 15000

Paid-up Capital 2016 16100 9943 14123 7347 6789 7383 4708 6647

Auth. Capital 2017 20000 15000 20000 10000 10000 10000 10000 15000

Paid-up Capital 2017 16100 10200 14123 7714 7841 7383 5273 6647

5-year’s average growth 
in paid-up capital

2.5% 9.52% 5.25% 3.75% 20.13% 1.25% 5.5% 0%

Source: Calculated by authors

Growth in Total Deposit:
Growth rate in deposit of IBBL through 2013 to 
2017 lies from 9.86% to 18.55%. Highest growth 
rate was in 2014. In 2015, AIBL had the lowest 
growth rate of 1.82% in deposit collection. It had 
highest growth rate 18.78% in 2013. Growth rate in 
deposit of EXIM bank limited through 2013 to 2017 

lies between 10.43% and 20.85%. Highest growth 
rate was in 2014. SJIBL had highest growth in 2017 
and rate was 16.86%.  Lowest growth rate in deposit 
of SJIBL was -4.84% in 2013. SIBL has the steady 
growth rate in deposit collection from year 2013 to 
year 2017.  Average growth rate of SIBL is 24%. 

Table: 2- Deposit Performance

Year

IBBL AIBL EXIM SJIBL

Deposit Paid -up capita Autho. capital Paid-up capita
Autho.
capital

Paid-up 
capita

Autho. 
capital

Paid-up 
capital

2013 In million Growth  rate % Deposit 18.78 165733 19.53 96481 -4.84

2014 In million Growth  rate % Deposit 18.35 200294 20.85 98601 2.2

2015 In million Growth  rate % Deposit 1.82 225065 12.37 109259 10.81

2016 In million Growth rate % 199704 17.55 248540 10.43 124410 13.87

2017 753914 10.70 ----- -- 284026 14.28 145382 16.86

Year

SIBL        FSIBL Union Bank Ltd. ICBIBL

Deposit Paid -up capita Autho. capital Paid-up capita
Autho.
capital

Paid-up 
capita

Autho. 
capital

Paid-up 
capital

2013 102104 26.53 139504 32.47 12165 61.32 11970 5

2014 124535 21.97 182503 30.82 34767 185.80 12016 .38

2015 149774 20.27 231259 26.72 55568 59.83 11107 -7.56

2016 190565 27.24 274225 18.58 74251 33.62 10894 -1.92

2017 ----- ------ ----- ---- 114,050 53.60 11294 3.67

Source: Collected and calculated by authors

FSIBL has the highest growth rate in deposit 
collection in 2013 and the rate is 32.47%. Its lowest 
growth rate is 18.75% in 2016. Union Bank Ltd has 

the supernormal growth in deposit collection during 
the period. Growth rates are between 33.62% and 
185.80%. The highest growth rate is in the year 

43 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-01, JANUARY-FEBRUARY 2019



2014. Average growth rate in deposit collection of 
the bank is 78.84%. Average growth rate in deposit 
collection of ICBIBL is very poor and its average 
rate is -.09%. From this discussion, it is found that 

deposit growth of Union Bank Limited is the highest 
during the period from 2013 to 2017. But IBBL has 
the highest amount of deposit collection during this 
period.   

Investment Growth Rate:
Table: 3- Investment Growth Rate (%)

Year IBBL AIBL EXIM SJIBL SIBL FSIBL Union Bank ICBIBL

2013 9.03 17.88 18.87 -10.89 23.17 31.23 43.76 6.07

2014 14.24 16.72 23.70 -1.92 25.58 33.27 286.95 -5.71

2015 14.06 10.74 10.32 15.19 24.30 22.88 61.23 -0.44

2016 16.26 20.93 13.17 27.02 29.88 20.64 47.28 1.77

2017 15.42 11.43 14.24 29.31 17.03 21.64 50.04 -5.53

Mean(µ) 13.80 15.54 16.06 11.74 23.99 25.93 97.85 -0.77

Std. dev 2.81 4.35 5.26 17.70 4.65 5.87 105.91 5.01

C.V. 0.20 .28 3.05 1.51 .19 .23 1.08 -6.51

Source: calculated by author

The average investment growth rate (µ) for five years of IBBL, AIBL, EXIM, SJIBL, SIBL, FSIBL, Union Bank 
Ltd. and ICBIBL are 13.80%, 15.54%, 16.06%, 11.74%, 23.99%, 25.93%, 97.85% and -0.77% respectively. It 
represents the efficient management of the companies in investing, administering and selling the products. 
It also indicates the firms’ capacity to withstand adverse economic conditions. They are in an advantageous 
position to survive in the face of global economic crisis and national political and economic adverse situation. 
According to the co-efficient of variation SIBL’s investment growth rate is most stable than other Islamic 
banks’ growth rate.

Profit Rate Structure of the Islamic Banks:
Table-4: Profit Rate Structure of the Islamic Banks, 2017

Nature of Deposits
Islami 
Bank 
BD 

Al-
Arafah  
Islami 
Bank 

Social 
Islami 
Bank 

ICB 
Islamic 
Bank

Shahjalal  
Islami 
Bank

Union 
Bank

Bank 
Alfalah

EXIM 
Bank

First 
Security 

Islami Bank 

Bank 
having 
highest 

rate

1)
Mudaraba 
Savings 
Deposits

3.80 2.69 3.00 4.00 3.33 5.36 3.50 3.91 3.27 UBL

2) Mudaraba Term Deposits 

a) 3 years 6.74 6.18 7.00 8.00 … 9.71 5.00 5.96 7.06 UBL

b) 2 years 6.55 5.91 7.00 8.00 … 7.60 5.00 5.96 7.06 ICBIB

c) 1 year 6.43 5.37 7.00 7.50 5.25 7.41 5.00 5.96 7.38 ICBIB

d) 6 months 6.31 5.11 6.75 7.00 5.25 7.53 5.00 5.71 7.07 UBL

e) 3 months 6.13 4.84 6.50 6.50 5.18 7.16 4.75 5.46 6.82 UBL

 f) 1 month 5.02 2.69 3.00 5.00 2.96 5.93 4.00 5.15 3.08 UBL

3) Mudaraba Special Notice Deposits 4.50 SIBL

a) Monthly Term 
Savings Deposit

… 6.18 … … … 9.77 1.75 8.44 … UBL

b) Monthly Savings 
Investment Deposit

… 6.18 … … … … … … … AIBL

c) Monthly Profit 
Based Deposits

… 6.18 … … … … … … 3.89 AIBL

d)  Savings Bond 
(Islami Bond)

… … … … … …

 i) 3 years … 6.18 … … … … … … … AIBL

ii) 5 years 6.86 6.18 … … … … … … … IBBL

 iii) 8 years 7.66 6.18 … … … … … … … IBBL
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Nature of Deposits
Islami 
Bank 
BD 

Al-
Arafah  
Islami 
Bank 

Social 
Islami 
Bank 

ICB 
Islamic 
Bank

Shahjalal  
Islami 
Bank

Union 
Bank

Bank 
Alfalah

EXIM 
Bank

First 
Security 

Islami Bank 

Bank 
having 
highest 

rate

e) Benefit Scheme … … … … … … … … …

 
i) Double Benefit 
Scheme

… 6.18 8.00 10.50 … 11.85 … … 12.21 FSIBL

ii) Triple Benefit 
Scheme

… 6.18 … … 7.02 … … … 12.63 FSIBL

 f) Millionaire Scheme 
Deposit

…  … … 7.39 … … … … SJIBL

 i) 12 years … 6.18 8.00 … … 10.78 … 8.32 11.07 FSIBL

  ii) 15 years … 6.18 8.00 … 7.02 … … 8.38 … EXIM

iii) 20 years … 6.18 … … 7.17 … … … … SJIBL

 iv) 25 years … 6.18 … … 7.39 … … … … SJIBL

g) Mudaraba Special 
Deposit  Pension 
Scheme

… … … … 7.76 … … … … SJIBL

  i) 5 years 6.74 6.18 8.00 … … … … 8.13 … EXIM

ii) 8 years … 6.18 … … 6.36 … … 7.95 … EXIM

 iii) 10 years 7.66 6.18 8.00 … 6.65 11.01 … 7.95 11.30 FSIBL

iv) 12 years … 6.18 … … 6.88 … … 7.88 … EXIM

h) Mudaraba 
Education Deposit 
Scheme

3.80 … 8.00 5.00 … … … 7.08 10.75 FSIBL

i) Mudaraba 
Steady Money

… … … … … … … …

j) Mudaraba Super 
Savings

… … … 6.00 … … 3.75 7.64 … EXIM

k) Mudaraba Multi 
Plus Savings

… … … … … … … 7.26 … EXIM

l) Mudaraba Smart 
Saver Deposits

… … … … … … … … …

m) Mudaraba 
Lakhopati Deposits 
Scheme

… 6.18 8.00 … … 9.93 … 8.51 … UBL

n) Mudaraba Future 
Deposits Scheme

… …  5.00 … … … … … ICBIBL

o) Mudaraba Housing  
Savings Scheme

… … 8.00 9.00 … … … 8.32 … ICBIBL

 p) Children Savings 
Scheme

… … 5.50 9.00 6.29  4.00 … … ICBIBL

q) Mudaraba Muhar 
Savings(10yrs.)

7.66 6.18 8.00 … … 10.49 7.95 … UBL

 r) Mudaraba Muhar 
Savings(5yrs.)

6.74 6.18 8.00 … … 9.17  8.13 … UBL

s) Mudaraba Monthly 
Profit Deposit Scheme 
(5 yrs.)

7.23 6.18 … … 2.96 … … 7.14 … IBBL

 t) Mudaraba Monthly 
Profit Deposit Scheme 

(3 yrs.)
6.74 6.18 8.00 7.50 … 10.30 … 7.14 10.19 UBL

u) Mudaraba Marriage 
Savings Scheme

… 6.18 8.00 … … 9.96 … … 10.64 FSIBL

4)
Mudaraba 
Short Term 
Deposits

2.69 … 4.00 6.14 4.03 3.50 3.85 … SJIBL

5)
Mudaraba 
Hajj Savings 
Deposits :

… … … 7.39 … … … … SJIBL

a) Hajj Deposit (Term) … … … … … … … … …
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Nature of Deposits
Islami 
Bank 
BD 

Al-
Arafah  
Islami 
Bank 

Social 
Islami 
Bank 

ICB 
Islamic 
Bank

Shahjalal  
Islami 
Bank

Union 
Bank

Bank 
Alfalah

EXIM 
Bank

First 
Security 

Islami Bank 

Bank 
having 
highest 

rate

i) 1 to 10 years 7.66 6.18 … 9.00 … 9.28 … … 11.26 FSIBL

 
 ii)  11 to 25  
years

7.96 6.18 … … 7.02 9.62 … …  UBL

iii)  One Time 
Hajj Deposits

… 6.18 … … … … … … … AIBL

 b) MMPDR / Hajj 
Deposit (Monthly)

… 6.18 8.25 … … 9.34 … 6.83 … UBL

c) Cash Waqf. 8.27 6.18 8.25 … … … … 7.39 … SIBL

Source : Statistics Department, Bangladesh Bank

From the above table, it is found that FSIBL gave 
the highest rate of profit in the year 2017 and it 
was 12.63% in triple benefit scheme. Second highest 
profit rate 12.21% also was given by FSIBL in the 
double scheme benefit. FSIBL again gave next highest 
rates which were 11.30% and 11.26% of ten years 
pension scheme and 1 to 10 years hajj deposit 
scheme respectively.  For the mudaraba savings 
deposit, UBL gave the highest rate among all the 
Islami banks and it was 5.36%. Highest profit rates 
of mudaraba term deposit were given by UBL and 
ICBIBL in the year 2017. It is very interesting that 
though IBBL is performing well but the bank is not 
paying highest rate of profit. 

Key Challenges: 
For the development of Islamic Banking and Finance 
in Bangladesh, the following key areas of challenges 
will need to be solved. Challenges are “difficulties 
to devise a successful interest-free mechanism 
to place their funds on a short-term basis, lack 
of ensuring adequate and comprehensive legal 
infrastructure, lack of Capital Market and Interest-
free Financial Instruments, lack of Unified Shariah 
rulings, absence of Islamic Inter-Bank Money Market, 
shortage of Skilled and Trained Manpower in Islamic 
Shariah banking, lack of Co-operation among the 
Islamic Banks, lack of Familiarity by International 
Financial and Non-financial Sector with Islamic 
Products and procedures, absence of Infrastructure 
for International Islamic Trade Financing, lack of 
Specialized Islamic Banks and Non-Bank financial 
Institution, lack of Coordinated Research Work 
on Islamic Economics, Banking and finance, excess 
Resort to the Murabaha Mode of Financing,  
utilization of Interest Rate of fixing the Profit Margin 
in Bai-Modes, failure of Islamic Banks to Finance 
High Return Projects, lack of Full-fledged Shariah 

Audit, Fraud-Forgery or corruption in Islamic Banks, 
Insufficient Budget for Research and Development, 
lack of Shariah Manual or Guidelines and lack 
of Intention of the Management to be strict with 
Shariah Guidelines.”

Way Forward and Conclusion:
In view of the mudaraba and asymmetric 
information related problem, installing a support 
system is necessary to see the mudarabah 
mechanism effectively implemented. A detailed and 
costly monitoring system is an important factor 
to manage the moral hazard problem. The Islamic 
finance wing of Bangladesh Bank needs to set up 
a monitoring agency to detect financial distress in 
the enterprises and taking proactive measures to 
restructure or reorganize or liquidate distressed 
companies for making mudarabah or musharakah 
a viable investment tool in interest-free banking. 
This will help nurture trust and confidence, thus 
reducing transaction costs and promoting healthy 
coordination as entrusted in the mudarabah contract 
between banks and non-bank companies.

The Islamic banks should reduce over dependence on 
credit sale instruments; otherwise they will fall in the 
risky position if market interest rate increases rapidly. 
Introducing mudarabah and musharakah facilities as 
well as salam, istisna and al ijarah into Islamic bank’s 
product line must be taken seriously. Islamic banks, 
with a view to facing the growing competition either 
fellow-Islamic banks or the conventional banks 
which have launched Islamic banking practices, 
will have to adapts their functioning in line with 
modern business practices, though improvement 
and expansion of the range of dealing in the banking 
sector. Thus, it is necessary for them to provide 
comprehensive banking and investment services 
to clients and simultaneously to take advantage of 
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modern technological breakthroughs in areas such 
as electronic communication, computerization etc.

All Islamic banks should come forward to help each 
other’s and adopt a perspective long term plan for 
Islamization of the banking system of Bangladesh. 
To actualize this mission, they should establish a 
common platform as a Research Academy and 
Training Institute designed with modern tools, books 
and other accessories.

The Bangladesh Government may follow the Malaysian 
Government’s ten year master plan for financial 
sector which comprises of three stages of plan:   
“i) to strengthen the operational and institutional 
infrastructure ii) to focus on stimulating competition 
and iii) to gear towards progressive liberalization 
and effective infrastructure. Building institutional 
capacity and the development of the supporting 
financial infrastructure are the main focal points of 
the master plan. Government should think actively 
for the promotion of Islamic banking in Bangladesh 
considering its pro-development role. It should 
amend existing financial laws, acts and regulations 
to create favorable environment conducive to 
smooth operation of Islamic banks. An ample legal 
support should be given by the government. The 
bank Reforms Committee may be entrusted to 
draft an Islamic Banking Act. Government should 
also allow establishment of Islamic insurance and 
other subsidiary companies in order to facilitate 
their operation. Bangladesh Bank should develop 
some Islamic Monetary and Saving instruments 
and create separate window for transactions with 
the Islamic banks and a full-fledged Islamic banking 
Department for analyzing, supervising, monitoring 
and guiding purpose, thereby facilitating Islamic 
banks for their smooth development in Bangladesh.” 
At present, interest payments are considered an 
expense item, and therefore it saves tax. As the 
same does not apply to dividends, (i.e. when Islamic 
banks participate in mudarabah and musharaka) 
companies would choose debt financing over equity. 
To see that both conventional and islamic banks run 
on a competitive basis, the same incentives must be 
given by the legal authority to both (Rosly, 2010). 
To further put Islamic banking into mainstream 
financial markets, the education system must allow 
Islamic economics and banking education to begin 
early in schools. The Ministry of Education can do 
so by forming a national taskforce to secure Islamic 
economics and banking a respectable place in the 

school, college and university curriculum. 
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Abstract
This study examines the role of corporate governance on non-performing loans (NPLs) of Bangladesh banking 
sector. Specifically, it investigates to find out whether Board Size, Board Independence, Big 4 affiliated External 
Auditing, Independent as well as Expert Internal Audit Committee, Political Connection and Female Member 
Representation in Board of Directors (BOD) can be useful in curtailing the growing NPL in this sector. Data 
has been collected from the published annual reports of all the 30 listed banks in DSC from 2012-2016. Using 
multivariate pooled regression analysis, the study reveals that board size, Big 4 affiliated external audit and 
expert internal audit committee has significant negative influence on NPL of Bangladeshi listed banks. But 
remaining variables like board independence, independent internal audit committee, political connection and 
female member representation in BOD has no significant impact on NPLs.

Keywords: Non-performing loans, Board Size, Audit Committee, Big-4, Political Connection, 
Female Board Member, Bangladesh.
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1.0 Introduction   
The concept of corporate governance sounds 
simple and unambiguous, but when one attempt 
to define it and scan available literature to look 
for precedence, one comes across a bewildering 
variety of perceptions behind available definitions 
(Fernando, A.C., 2012).  

However, corporate governance is considered 
as the most important topic to be discussed by 
financial entities and economic institutions because 
of two reasons Firstly, banks have an overwhelmingly 
dominant position in developing-economy financial 
systems, and are extremely important engines 
of economic growth (King and Levine, 1993 a & 
b; Levine, 1997). Secondly, as financial markets 
are usually underdeveloped, banks in developing 
economies are typically the most important source 
of finance for the majority of firms (Levine, 2004). 
However, the practice of corporate governance in 
financial sector of Bangladesh is not satisfactory. 
Recent financial scams and increasing default loan 
size have brought the banking sector of Bangladesh 
under criticism. One of the perennial problems is 
the rise of non-performing loan which is defined 
by International Monetary Fund (IMF) as "A loan 
is non-performing when payments of interest and 
principal are past due by 90 days or more, or at least 
90 days of interest payments have been capitalized, 
refinanced or delayed by agreement, or payments 
are less than 90 days overdue, but there are other 
good reasons to doubt that payments will be made 
in full."  

Banking sector plays a vital role in developing 
countries like Bangladesh which is now transforming 
from agriculture based economy to industry based 
economy. In Bangladesh where prudential regulations 
and supervision is inadequate to provide a safety 
net for the depositors and stakeholders of the 
banks, special attention on corporate governance is 
required on a priority basis (Mahmood and Islam, 
2015). 

At the moment, the number of scheduled banks 
operating in Bangladesh stand at 57, all of which are 
under the purview of the Bangladesh Bank. In the last 
ten years or so, there has been rapid growth in the 
banking sector with many new banks operating in 
the country for the first time. However, the banking 
sector of Bangladesh has been plagued with a number 
of disappointing trends for some time. The behavior 

of non-performing loan in the banking sector has 
been following a certain trend during the last few 
years. As of April 2017, the accumulated default 
loans in the economy is Tk. 111,347 crore including 
the written off loans totaling nearly Tk. 40,000 crore 
(Rahman, 2017).  Bangladesh Bank data show non-
performing loans account for 10.53 percent of the 
total outstanding loans (Rahman, 2017). But analysts 
say the figure would have been much higher if loans 
had not been rescheduled and restructured. Among 
the South Asian countries, Bangladesh stands second, 
only after Pakistan in terms of NPL as a share of total 
loan. Major contributor to the rise in bad loans is 
state-owned commercial banks (SCBs). Even though 
only about one fifth of total loans of the banking 
sector are disbursed by the SCBs, the share of SCBs' 
NPL in total classified loans was 45.57 percent as 
of September 2016, according to Bangladesh Bank 
data. The highest share of loan is provided by private 
commercial banks (PCBs) which contribute to 
42.12 percent of total NPL. The growing NPL have 
become a major threat for the banking industry 
as many lenders, particularly those owned by the 
government, are facing huge capital shortfall because 
of bad debts. The NPL stood at 8.93 percent in 2013 
and soared to 9.23 percent in a space of three years 
(Daily Star, 2017). The rising NPL is not only rattling 
the banking sector but also depriving the people of 
loans at lower rates. It should be noted that, banks 
do business with depositor’s money, if banks can’t 
get depositors fund when they want, there might be 
a vulnerable situation in the industry. Public may lose 
confidence from the bank, which may create run on 
the bank. As a result, profitability of the bank can be 
negatively affected (Akter and Roy, 2017).  

At this situation it has been considered expedient 
to conduct study for determining the impact of 
corporate governance variable on non-performing 
loans. Ahmed et al. (2016), studied to examine the 
role of corporate governance on the non-performing 
loans of the banking sector of Pakistan. The study 
revealed that corporate governance does matter 
significantly for the non-performing loans of the 
banks in Pakistan. However, Nyor and Mejabi (2013) 
used the almost same methodology of Ahmed et al. 
(2016), with a view to finding out whether these CG 
variables can be useful in curtailing the incidence of 
non-performing loans that have bedeviled Nigerian 
Money Deposit Banks but study found that corporate 
governance variables have no significant impact on 
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non-performing loans of Nigerian Deposit Money 
Banks. In such a situation, this paper is attempted to 
find out the impact of various CG variables on NPL 
in the context of Bangladesh. 

2.0 Objectives of the Study 
The main objective of this study is to examine the 
impact of corporate governance on non-performing 
loans in Bangladeshi banking sector. How different 
variables of corporate governance such as board 
size, board independence, Big 4 affiliated external 
auditing firm, independence as well as expertise 
of internal audit committee, political connection 
and female member representation in board of 
directors could influence non-performing loans will 
be assessed empirically.  

3.0 Literature Review and 
Statement of Hypothesis  
The history of corporate governance  
correspondingly extends back at least to the 
formation of the East India Company, the Hudson’s 
Bay Company, the Levant Company and the other 
major chartered companies launched in the 16th 
and 17th centuries. Corporate governance first 
came into vogue in the 1970s in the United States. 
Within 25 years corporate governance had become 
the subject of debate worldwide by academics, 
regulators, executives and investors (Cheffins, 
2012).  

Following the large number of corporate collapses 
around the world, considerable research on 
corporate governance is conducted within the 
developed countries context, such as the United 
States, the United Kingdom, Australia, Germany and 
Japan. However corporate governance in emerging 
economy has not been studied as intensively as 
in the developed markets (Shleifer and Vishny, 
1997; Gibson, 2003; Denis and McConnel, 2003). 
To date most studies targets developed countries 
and comparably little known about the corporate 
governance and its role in banking industry of the 
developing economies (Ahmed et al., 2016).  

Board size is one of the key variables to determine 
the corporate governance. Agorak et.al (2010) 
explored the effect of board size and composition 
on the banking efficiency and concluded that higher 
the board size less the efficiency of the banks. They 
took non-performing loans ratio as the measure of 
the inefficacy. Similarly, Simpson and Gleason (1999); 

Belkhir (2006) and Altunbas et al., (2001) came with 
the same conclusion that higher the board size 
lower the performance of the banking and high non-
performing loans. Liang et al., (2013) concluded that 
board meetings and the proportion of independent 
directors have significantly positive impacts on both 
bank performance and asset quality while board 
size has a significantly negative impact on bank 
performance. Bussoli et al. (2015) explored board 
size negatively influences the quality of loans and 
resulted in higher non-performing loans. The same 
argument is proved by Farrell and Whidbee (2000). 
In the light of the above discussion the following 
hypothesis is stated:  

H1: Board Size has Positive influence on NPL in 
Bangladesh Banking Industry 

Empirical findings on the board independence and 
perform in mixed in the literature. For instance, 
Hermalin and Weisbach, (1991); Bhagat and Black, 
(1999); Kiel and Nicholson, (2003); Agrawal and 
Knoeber, (1996) find no relationship between 
the board independence and firms performance. 
Dehaene et al. (2001) empirically proved that 
firms with the outside directors perform better. 
Moreover, Skully (2002) suggest more outside 
directors are good for the banking governance. Byrd 
& Hickman (1992) concludes that shareholders 
of firms with independent directors serving 
on the boards can expect that these directors 
will maximize managements’ behaviors and will 
distinguish between good and bad decisions made 
by management. Alves (2014) concluded that 
independent directors have a tendency for increased 
monitoring and are therefore expected to insist on 
better earnings quality. Rashid (2018) stated that in 
many developed countries, board independence is 
an important attribute of corporate board practices 
however board independence still may be an illusion 
in Bangladesh. Therefore, the following hypothesis 
has been developed:  

H2: Board Independence has Negative influence on NPL 
in Bangladesh Banking Industry

External audit plays an important role in reducing 
information asymmetry and mitigating agency 
problems as well as assures all users of accounting 
information about the quality, accuracy and 
reliability of information in financial reports (Jensen 
and Meckling, 1976; Willenborg, 1999). Therefore, 
the external independent audit plays a crucial 
role for strong corporate governance (Watts and 
Zimmerman, 1986).  

50 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-01, JANUARY-FEBRUARY 2019



Karaibrahimoğlu (2013) showed firms’ auditor 
choice in terms of Big-4 and audit firm industry 
specialization is affected by the firm-level corporate 
governance mechanisms of firms and finds that 
external independent audit is an important 
component of strong corporate governance. Hoque 
et al. (2015) examines whether firms' auditor choice 
reflects the strength of corporate ethics. Based on 
a sample of 132,853 firms the study finds that firms 
in countries where “high corporate ethical values” 
prevail are more likely to hire Big-4 auditors. 

Lin and Liu (2009) explored that firms with 
weaker internal corporate governance mechanism 
are inclined to choose a low-quality auditor. On 
the other hand, with improvement of corporate 
governance, firms should be more likely to appoint 
high-quality auditors. Form the above discussion 
following hypothesis is stated:  

H3: Belonging External Auditor to ‘Big 4’ has Negative 
influence on NPL in Bangladesh Banking Industry 

Interest in audit committees as part of overall 
corporate governance has increased dramatically in 
recent years, with a specific emphasis on member 
independence, experience, and knowledge (DeZoort 
et al., 2001). Larry & Taylor (2012) revealed that 
stronger audit committee independence and 
competence, but not diligence, are significantly 
related to a lower incidence and severity of financial 
restatements. Xie et al. (2003) examined the role of 
the board of directors, the audit, and the executive 
committee in preventing earnings management and 
concluded that board and audit committee activity 
and their members' financial sophistication may be 
important factors in constraining the propensity of 
managers to engage in earnings management.

The Smith Committee (2003) had recommended 
four criteria of good audit committee, first, all 
members of the committee should be independent 
non-executive director, second, the board should 
have at least one member with recent and relevant 
experience, third, the appointments of the AC 
should be for a period of three years, finally, the 
renewable period of not more than two additional 
three-year periods as long as the members continue 
to be independent.  

H4: Independent Internal Audit Committee has Negative 
influence on NPL in Bangladesh Banking Industry 

Beatty (1989); Willenborg (1999) and Jensen & 
Meckling (1976) advocates that, audit service is 

perceived to play an important role in reducing 
information asymmetry as well as in mitigating agency 
problems. According to Defond and Francis (2005), 
meeting these two roles depend on audit quality. While 
audit quality is considered an important element of 
corporate governance, it is unclear whether audit 
quality and other aspects of corporate governance 
are fundamentally complements or substitutes. 
According to the Notification published on 07 
August, 2012 by Bangladesh Securities and Exchange 
Commission (BSEC) Para 3.1 (iii), All members of 
the audit committee should be “financially literate” 
and at least 1 (one) member shall have accounting 
or related financial management experience.  

García-Sánchez et al., (2017) suggested that the 
presence of financial experts on audit committees 
is useful to reduce insolvency risk, supporting 
the monitoring advantage hypothesis of financial 
expertise. 

Iyer et al. (2013) found that accounting knowledge 
and audit experience are valuable and contribute 
to less earnings management and better internal 
control. From the above discussion following 
hypothesis can be drawn: 

H5: Expert Internal Audit Committee has Negative 
influence on NPL in Bangladesh Banking Industry 

Ahmed et al. (2016) explored that during dictator 
regimes non-performing loans decrease significantly. 
Brown and Dinc (2005), Dinc (2005) argued that 
politicians do have influence in the credit market of 
the banks and use it for their political purpose. In 
the same line Gomez and Jomo (1997) and Fraser 
et al. (2006) explained firms with the political 
connections are highly leveraged due to their 
connection with the politicians. It is easier for firms 
with political connections to obtain long-term loans 
with extended debt maturities (Yang et al., 2014) 
thus political ties ultimately leads to poor corporate 
governance (Liedong and Rajwani, 2018). By studying 
the above literature, following hypothesis has been 
formulated:  

H6: Political Connection in BOD has Positive influence on 
NPL in Bangladesh Banking Industry 

A number of studies point to a positive correlation 
gender-varied corporate management and financial 
performance. Gulamhussen and Santa (2015) 
states, presence and percentage of female directors 
in boardrooms have a positive influence on 
performance. García-Meca et al., (2015) concluded 
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that gender diversity increases bank performance. 
Shrader et al., (1997); Erhardt et al., (2003); Lindstaedt 
et al., (2011); Mahadeo et al., (2012) and Balina (2016) 
conclude that where decision making is dominated 
by women show better ROA, ROE, ROI, net profit 
and other measure of performance. However, mere 
representation of females on corporate boards is 
not related to firm financial performance if other 
factors are not considered (Pletzer et al., 2015). 
From the above discussion following hypothesis can 
be drawn:

H7: Female Member Representation in BOD has 
Negative influence on NPL in Bangladesh Banking 
Industry 

4.0 Methodology
4.1 Data Sources 
To investigate the hypotheses, data has been gathered 
from all of the thirty1 (30) listed banks at Dhaka 
Stock Exchange (DSE). The study covers a period of 
five years i.e. 2012-2016. Published annual reports of 
each listed bank have been collected to gather data 
and analyzed with the help of EView 10.  

4.2 Measurement of Variables  
The best determinants of the corporate governance 
are controversial among researchers. There is no 
consensus which variables are the best predictors of 
the governance. Different researchers use different 
variables, so it is little difficult to determine what 
variables should be taken to measure the corporate 
governance. However the following table describes 
e variables used in this study:  

Table 1: Estimation of CG variables and NPL
Variables Definitions Measurement

NPL 
Non-

performing 
Loans

Percentage of non-performing 
loans to total loans and advances 
of each particular year. 

BS Board Size
Number of people on the BOD 
of a bank. 

BI
Board 

Independence

Proportion of independent 
director (ID) to total number of 
directors

BIG4
Big 4 affiliated 

External 
Auditor

A dichotomous variable; assigned 
1 for the banks whose financial 
statements are audited by 
external audit firm affiliated by 
Big 4 otherwise assigned 0. 

IIAC
Independent 
Internal Audit 
Committee

A dichotomous variable; assigned 
1 for the banks whose internal 
audit committee contains at least 
one independent director (ID) 
otherwise assigned 0. 

Variables Definitions Measurement

EIAC
Expert 

Internal Audit 
Committee

A dichotomous variable; assigned 
1 for the banks whose internal 
audit committee members, 
at least one of them, possess 
relevant accounting and financial 
knowledge and professional 
degree in relevant field. 
Otherwise assigned value is 0. 

PC
Political 

Connection in 
BOD

Another dichotomous variable; 
assigned 1 for the banks whose 
members of the board of 
directors (BODs) include any 
member of parliament (MP) or 
any renowned political figure; 
otherwise assigned 0.

FE

Female 
Member 

Representation 
in BOD

Number of female members in 
BOD. 

4.3 Regression Model 
This study uses the following regression to test the 
above stated hypotheses: 
NPL = C + β1BS + β2BI + β3BIG4 + β4IIAC 
+ β5EIAC+ β6PC + β7FE+ β3,1BIG4*BS+ 
β 3 , 2 B I G 4 * B I + β 4 , 2 I I A C * B I + β 5 , 1 E I A C * B S 
+β5,2EIAC*BI+Ɛ...................(1)

5.0 Results and Discussion  
Table 2: Descriptive Statistics

Variables Observations Mean Std. Dev. Min. Max.

NPL 150 7.58 12.41 1.63 77.52

BS 150 14.24 3.87 6 22

BI 150 0.17 0.08 0.00 0.50

BIG4 150 0.27 0.44 0 1

IIAC 150 0.93 0.26 0 1

EIAC 150 0.72 0.45 0 1

PC 150 0.13 0.34 0 1

FE 150 1.39 1.40 0 5

The above posed table reveals descriptive statistics 
for all the variables used in the study. Starting 
from the non-performing loan (NPL) it has 
been observed that average percentage of NPL 
amounts to 7.58% which means that seven and 
half percentage of total loans and advances lend 
by banks become uncollectable. The maximum 
percentage of NPL amounts to 77.52% of total loans 
and advantages however the minimum percentage 
of NPL amounts to 1.63% with standard deviation 
of 42.41%. Board Size (BS) has mean of 14.24 which 
refers to the average number of members in BOD 
of Bangladeshi listed banks. Maximum board size 
amounts to 22 persons whereas 6 is the minimum 
value. Descriptive statistics shows that, average 

1 As of September, 2017
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value of overall board independence (BI) amounts 
to 0.17 which means that on average 17% of the 
total number of directors in BOD are independent 
directors. However, empirical study shows that some 
banks has no independent director (Minimum=0.0) 
whether some banks has as many as independent 
director as general shareholder director (Maximum 
=0.50). The variable denoted by BIG4 representing 
the affiliation of external auditor of a particular bank 
to Big 4 firms have a mean of 0.27 with standard 
deviation of 0.44. The study finds that, independent 
internal audit committee (IIAC) and expert internal 
audit committee (EIAC) possess a mean of 0.93 
and 0.72 respectively that means 93% of the total 
sampled internal audit committee is independent 
and 72% of the total sampled audit committee 
contains at least one person having relevant financial 
and accounting knowledge. However, standard 
deviation of the two variables scores to 0.26 and 
0.45 respectively.  Political connection on board 
(PC) has a mean of 0.13 which refers that 13% of 
the total sampled BOD includes any member of 
parliament (MP) or any renowned political figure 
with standard deviation of 0.34. The study finds that, 
female member representation in board (FE) has a 
mean of 1.39 means that on average more than one 
member in BOD is a female member with maximum 
value scored up to 5 members. 

Table 3: Correlation Analysis 

NPL BS BI BIG4 IIAC EIAC PC FE

NPL 1.000

BS -.259 1.000

BI -.163 -.434 1.000

BIG4 -.110 -.010 -.077 1.000

IIAC .018 -.148 .416 .112 1.000

EIAC -.293 -.057 .326 .141 .394 1.000

PC -.059 .179 -.173 -.015 -.040 -.105 1.000

FE -.029 .053 .078 -.005 -.014 -.040 -.038 1.000

The above table depicts Pearson Correlation among 
the variables. Starting from board size (BS), it has 
been found that BS has negative correlation (-0.259) 
with NPL means higher board size will decrease 
NPL. However, this result is contrary to the prior 
expectation of the study. The study finds that, board 
independence (BI) has negative correlation (-0.163) 
with NPL means more independent directors in 
BOD will decrease NPL in Bangladeshi listed banks. 
The study concludes that Big 4 affiliated external 
auditing (BIG4) has negative correlation (-0.110) 
with NPL that means the more Big 4 affiliated 

external auditing the less is the NPL. Independent 
internal audit committee (IIAC), however, shows 
positive correlation (0.018) with NPL meaning audit 
committee independences increases NPL which 
is opposite to the prior expectation of the study. 
Expertise of internal audit committee (EIAC), on 
the other hand, depicts negative correlation (-0.293) 
with NPL which meets the prior expectation. 
Political connection in board (PC) also shows 
negative correlation (-0.059) with NPL. It means 
having political figures in BOD reduces NPL as 
opposed to the previous expectation. Finally, female 
member representation in board (FE) shows 
negative correlation (-0.029) with NPL meaning 
that having female members in board is supposed to 
decrease the NPL as expected to initial expectation 
of the study.    

The study has been conducted based on prior 
expectation that corporate governance should 
have a negative relationship with the level of non-
performing loans of Bangladesh banking industry. 
However, the results received by analyzing data 
using multiple linear regression are as follows: 

Table 4: Pooled Regression Model of CG 
variables on NPL in Bangladesh

Models Coefficient Std. Error
‘t’ 

Statistics
‘p’ value

C 82.59 7.75 10.65 0.00

BS -4.40 0.43 -10.24 0.00

BIG4 -30.32 11.51 -2.63 0.01

IIAC 6.87 4.51 1.52 0.13

EIAC -74.81 9.08 -8.24 0.00

FE -0.85 0.55 -1.56 0.12

BIG4*BS 1.36 0.57 2.40 0.02

BIG4*BI 61.10 28.93 2.11 0.04

IIAC*BI -73.89 23.77 -3.11 0.00

EIAC*BS 4.11 0.51 8.08 0.00

EIAC*BI 53.32 25.28 2.11 0.04

R-squared 0.512395
    Mean 

dependent var.
7.582600

Adjusted 
R-squared

0.477315
    S.D. 

dependent var.
12.40543

S.E. of regression 8.968743
    Akaike info 

criterion
7.295873

Sum squared resid. 11180.93
    Schwarz 
criterion

7.516653

Log likelihood -536.1905
    Hannan-

Quinn criter.
7.385569

F-statistic 14.60668
    Durbin-Watson 

stat.
0.426953

Prob(F-statistic) 0.000000
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Redundant Variables: PC; BI and IIAC*BS

• F-statistic 0.654074

• Log likelihood ratio 2.148751

• Prob. F(3,136) 0.5817

• Prob. Chi-Square(3) 0.5421

Starting from the board size, it has been observed that 
Board Size (BS) has significantly negative influence 
on the non-performing loans (-4.40, 0.00) that is 
inconsistent with prior expectation of the study and 
literature like Gleason (1999); Belkhir (2006); Ahmad 
et al. (2016). Although larger board size has its own 
merits and demerits in the organization as a whole, 
in this study it can be concluded that larger board 
size generates lower NPL in Bangladesh banking 
industry.  

Affiliation of external auditing firm to Big 4 has 
significant negative influence (-30.32, 0.01) on 
NPL in Bangladesh confirming prior expectation 
and other literature. It should be noted that, BIG4 
combined with Board Size (BS) as well as Board 
Independence (BI) both show significant positive 
influences (1.36, 0.02 and 61.10, 0.04 respectively) 
on NPL in Bangladesh. 

Another variable, EIAC, also shows significant 
negative influence (-74.81, 0.00) on NPL in 
Bangladesh and confirms prior literature and 
expectation. Moreover, EIAC combined with Board 
Size (BS) as well as Board Independence (BI) both 
evidence statistically significant positive influences 
(4.11, 0.00 and 53.32, 0.04 respectively) on non-
performing loans. 

On the other hand, IIAC, shows positive (6.87) but 
statistically insignificant (0.13) influence on NPL in 
Bangladesh which is opposed to prior expectation 
of the study and other literature like Larry & 
Taylor (2012). However, IIAC combined with Board 
Independence (BI) shows a very significant negative 
influence (-73.89, 0.00) on NPL.  

The study concludes that, Board Independence (BI), 
Political Connection in BOD (PC) and Independent 
Internal Audit Committee (IIAC) combined with 
BS don’t show any significance influence on NPL. 
Female member representation in board (FE) shows 
negative (-0.85) influence on non-performing loans 
and concludes that FE is not statistically significant 
to NPL.  

The overall model as measured by the F-statistic of 
14.61 with probability of 0.00 which is statistically 
significant indicates that corporate governance 

in Bangladesh, taking BS, BIG4, IIAC, EIAC and FE 
has significant impact on NPL of Bangladeshi listed 
banks. After analyzing all the data it has been found 
that the value of R2 is 0.512 means that only 51.2% 
of the total variation in dependent variable (NPL) 
is explained by all the independent variables tested. 
Also, the adjusted R2 shows 0.477 which is very 
low compared to other studies like Ahmad et al. 
(2016). 

6.0 Conclusion 
The study has been conducted to examine the 
effect of corporate governance variables  as 
measured by board size, board independence, Big 
4 affiliated external auditing, independent internal 
audit committee, expert internal audit committee, 
political connection in board and female member 
representation in board on the raising non-
performing loans in Bangladesh. After analyzing the 
data from 2012-2016 of all of the 30 listed banks 
in Dhaka Stock Exchange it has been discovered 
that explanatory variables like board size (BS), Big4 
affiliated external auditor (BIG4), expert internal 
audit committee (EIAC), BIG4 combined with BS 
and BI, EIAC combined with BS and BI as well as 
BI combined with IIAC are statistically significant to 
non-performing loans in Bangladeshi listed banks. 
However, the results of the analysis suggest that 
the effects of variables like Board Independence 
(BI), Independent Internal Audit Committee (IIAC), 
political connection in board (PC) and female member 
representation in board (FE) are not statistically 
significantly to non-performing loans. The possible 
reason for this inconsistency might be the research 
methodological differences between this study and 
other the studies mentioned. However, variables 
tested in this study only describes 51.2% of the total 
variation in dependent variable i.e. non-performing 
loans. The possible reasons for coming up with 
lower value of R-squared and adjusted R-squared 
could be many. For example, the activeness of the 
bank’s internal audit committee, procedure followed 
for granting larger amount of loans, use of indirect 
political influence for loan sanctioning, use of bribe 
for granting loans, inadequate collateral, use of same 
collateral multiple times to get loan, nepotism, not 
following proper guidelines given by central bank 
etc. As some of the variables do not have significant 
impact on percentage of NPL in Bangladesh the 
study, however, recommends that emphasis should 
be shifted from these explanatory variables to other 
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variables, such as bank’s accountability, transparency, 
formation of bank’s board as well as its audit 
committee, principles of lending, proper lending risk 
analysis, audit effectiveness, compliance with laws 
and regulation and proper disclosure. 

For a developing country like Bangladesh, banks play 
a key role. Being the largest unit of financial sector, 
banks must operate at its best with utmost efficiency 
to contribute in the economic development of the 
country. Implication of proper corporate governance 
in banking sector is of greater importance because 
positive relationship between economic growth 
and corporate governance is theoretically proved 
(OECD, 2004). Without proper implication of 
corporate governance in such an important sector 
will endanger the present economic growth of the 
country in long run. 

References: 
Agoraki, Maria-Eleni K., Delis M. D. and Staikouras P., (2010), ‘’The 

Effect of Board Size and Composition on Bank Efficiency’’, 
International Journal of Banking, Accounting and Finance, available at: 
https://doi.org/10.1504/IJBAAF.2010.037155, (Accessed: 27 Nov, 
2017) 

Agrawal, A., and Knoeber, C.R., (1996), ‘’Firm Performance and 
Mechanisms to Control Agency Problems between Managers and 
Shareholders’’, Journal of Financial and Quantitative Analysis, Vol. 31, 
no. 3, issue. Sept, pp. 377 – 397 

Ahmed, M.I., Guohui, W., Hassan, M.,  Naseem, M.A. and Ramiz-ur-
Rehman (2016), ‘’NPL and Corporate Governance: A Case of 
Banking Sector of Pakistan’’, Accounting and Finance Research 
Vol. 5, No. 2; 2016, available at: h t tps : / / do i .org /10 .5430 /a f r.
v5n2p32, (Accessed: 27 Nov, 2017) 

Akter, R., and Roy, K. R., (2017), ‘’The Impacts of Non-Performing 
Loan on Profitability: An Empirical Study on Banking Sector of 
Dhaka Stock Exchange’’, International Journal of Economics and 
Finance; Vol. 9, No. 3; 2017 available at: 10.5539/ijef.v9n3p126, 
(Accessed: 25 August, 2017). 

Alves, S. (2014), ‘’The Effect of Board Independence on the Earnings 
Quality: Evidence from Portuguese Listed Companies’’, 
Australian Accounting, Business and Finance Journal, Vol. 8, Issue 3, 
article 3, p 24-44.  

Altunbas, Y., Gardener, E.P.M., Molyneux, P., and Moore, B., (2001), 
‘’Efficiency in European Banking’’. European Economic Review, Volume 
45, Issue 10, December 2001, Pages 1931-1955 

Balina, R. (2016), ‘’Does the Gender of a Bank’s President Have an Effect 
on Financial Performance? A Case Study of Poland’s Cooperative 
Bank Sector’’, Journal of Corporate Responsibility and Leadership, Vol. 
3, No 2 available at: http://dx.doi.org/10.12775/JCRL.2016.006, 
(Accessed: 25 August, 2017)

Beatty, Randolph P., (1989), ‘’Auditor Reputation and the Pricing of 
Initial Public Offerings’’, The Accounting Review, Vol. 64, No. 4, pp. 
693-709.

Belkhir, M. (2006), ‘’Board Structure, Ownership Structure, and Firm 
Performance: Evidence from Banking,’’Applied Financial Economics, 
Vol. 19, No. 19, pp.1581,1593

Bhagat, S., and Black, B. (1999), ‘’The Uncertain Relationship between 
Board Composition and Firm Performance’’, Business Lawyer,  
Vol. 54(3), pp.921-963. 

Brown, C. O'Neil and Dinc, I. S. (2005), ‘’The Politics of Bank Failures: 
Evidence from Emerging Markets’’, Quarterly Journal of Economics, 
Vol. 120, pp. 1413-1444. 

Bussoli, C., Gigante, M. and Tritto, M.B., (2015), ‘’The Impact of 
Corporate Governance on Banks Performance and Loan Quality: 
Evidence from Italian Cooperative Banks’’, Chinese Business Review, 
August 2015, Vol. 14, No. 8, pp. 390-401 

Byrd, J. and Hickman, K., (1992), ‘’Do Outside Directors Monitor 
Managers?’’, Journal of Financial Economics, Vol. 32, No. 2, pp. 195-
221. 

Cheffins, B.R., (2012), ‘’The History of Corporate Governance’’, 
available at: http://ssrn.com/abstract=1975404 (Accessed: 25 
August, 2017)  

(The) Daily Star (2017), ‘’Rising NPL threatens banking sector: 
analysts’’, May 19, 2017, pp. B1, B3. 

Denis, D. K. and McConnell, J. J., (2003), ‘’International Corporate 
Governance’’, Journal of Financial and Quantitative Analysis, 2003, Vol. 
38, Issue 01, pp.1-36

DeFond, M. L., and Francis, J.R., (2005), ‘’Audit Research after 
Sarbanes-Oxley’’, AUDITING: A Journal of Practice & Theory: 
Supplement, Vol. 24, No. s-1, pp.5-30.

Dehaene, A., De Vuyst, V. and Ooghe, H., (2001), ‘’Corporate 
Performance and Board Structure in Belgian Companies’’, Long 
Range Planning, Vol. 34, Issue: 3, pp. 383 398. 

DeZoort, F.T. and Salterio, S.E., (2001) ‘’The Effects of Corporate 

Governance Experience and Financial‐Reporting and Audit 
Knowledge on Audit Committee Members' Judgments.’’ 
AUDITING: A Journal of Practice & Theory, Vol. 20, No. 2, pp. 31-47.

Dinc, I. Serdar, (2005), ‘’Politicians and Banks: Political Influences 
on Government Owned Banks in Emerging Markets’’, Journal of 
Financial Economics, Vol. 77, Issue: 2, pp.453-479. 

Erhardt, N.L., Werbel, J.D., and Shrader, C.B., (2003), “Board of 
Director Diversity and Firm Financial Performance”, Corporate 
Governance: An International Review, Vol. 11, Issue 2, pp. 102 – 111. 

Farrell, K. and Whidbee, D.A., (2000), ‘’The Consequences of Forced 
CEO succession for Outside Directors’’, available at: https://ssrn.
com/abstract=8165 (Accessed: 27 November, 2017)   

Fernando, A.C. (2012), Corporate Governance: Principles, Policies 
and Practices, 2nd edition, Pearson India Education Services Pvt. 
Limited, Chennai, India  

Fraser, D.R., Zhang, H. and Derashid, C., (2006), ‘’Capital Structure 
and Political Patronage: The case of Malaysia’’, Journal of Banking & 
Finance, Volume 30, Issue 4, Pages 1291-1308  

García-Meca, E., García-Sánchez, Isabel-María and Martínez-Ferrero, 
J., (2015), "Board diversity and its effects on bank performance: 
An international analysis," Journal of Banking & Finance, Vol. 53(C), 
pages 202-214. 

García-Sánchez, Isabel-María, García-Meca, E. and Cuadrado-
Ballesteros, B., (2017), ‘’Do financial experts on audit committees 
matter for bank insolvency risk-taking? The monitoring role of 
bank regulation and ethical policy’’, Journal of Business Research, 
Volume 76, Pages: 52-66. 

Gibson, M. Michael (2003), ‘’Is Corporate Governance Ineffective in 
Emerging Markets?’’, Journal of Financial and Quantitative Analysis, 
Volume 38, Issue 1, pp. 231-250 

Gomez, E.T. and Jomo K.S., (1997), ‘’Malaysia’s Political Economy: 
Politics, Patronage and Profits’’, Cambridge University Press, 
Cambridge. 

Gulamhussen, M. A. and Santa, S. F., (2015), ‘’Female Directors in Bank 
Boardrooms and their Influence on Performance and Risk-
taking’’, Global Finance Journal, Volume 28, Pages 10-23. 

55 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-01, JANUARY-FEBRUARY 2019



Hermalin, B.E. and Weisbach, M.S., (1991), ‘’The Effects of Board 
Composition and Direct Incentives on Firm Performance’’, FM: 
The Journal of the Financial Management Association, Vol. 20, Pages: 
101-112. 

Houqe, M, N., Zijl, T., Dunstan, K., and Karim, W. A.K.M., (2015), 
‘’Corporate Ethics and Auditor Choice – International Evidence’’, 
Research in Accounting Regulation, Vol. 27 (1), Pages: 57-65. 

IMF (2005), ‘’The Treatment of Nonperforming Loans’’, Prepared for 
the July 2005 Meeting of the Advisory Expert Group on National 
Accounts, 18th Meetings of the IMF Committee on Balance 
of Payments Statistics, June 27–July 1, 2005 Washington, D.C.,  
available at: https : / /www.imf .org/external /pubs/ f t /
bop/2005/05-29.pdf, (Accessed: 25 August, 2017) 

Iyer, V., Bamber, E. M. and Griffin, J., (2013) ‘’Characteristics of Audit 
Committee Financial Experts: An Empirical Study’’. Managerial 
Auditing Journal, Vol. 28(1), Pages: 65 – 78. 

Jensen, M. C., and Meckling, W.H., (1976), ‘’Theory of the firm: 
Managerial behavior, Agency Costs and Ownership Structure’’, 
Journal of Financial Economics;  Volume 3, Issue 4, Pages 305-
360. 

Karaibrahimoglu, Y., (2013), ‘’Is Corporate Governance A Determinant 
Of Auditor Choice? -Evidence From Turkey’’, Ege Akademik Bakiş 
(Ege Academic Review)  Vol. 13(2), pp. 273-284. 

Kiel, G.C. and Nicholson, G.J., (2003), ‘’Board Composition and 
Corporate Performance: How the Australian Experience Informs 
Contrasting Theories of Corporate Governance’’, Corporate 
Governance: An International Review, Vol. 11, pp.189-205. 

King, R.G. and Levine, R., (1993a), ‘’Finance and Growth: Schumpeter 
might be Right’’, Quarterly Journal of Economics, Vol.108, pp.717-
37.  

King, R.G. and Levine, R., (1993b), ‘’Finance, Entrepreneurship and 
Growth: Theory and Evidence’’, Journal of Monetary Economics, 
Vol.32, pp. 513-42.   

Larry,  A.M. and Taylor, D.W., (2012), ‘’Governance Characteristics 
and Role Effectiveness of Audit Committees’’, Managerial Auditing 
Journal, Vol. 27(4), pp. 336-354.

Levine, R., (1997), ‘‘Financial Development and Economic Growth: 
Views and Agenda’’, Journal of Economic Literature, Vol. 35, No. 2, pp. 
688-726. 

Levine, R. (2004), ‘’Finance and Growth: Theory and Evidence’’. NBER 
Working Paper No. 10766, National Bureau of Economic Research, 
Inc, Cambridge, MA, USA, September 2004 

Liang, Qi., Xu, P. and  Jiraporn, P., (2013) ’’ Board characteristics and 
Chinese bank performance’’, Journal of Banking & Finance, Vol. 37, 
Issue: 8, Page: 2953-2968

Liedong, T.A. and Rajwani, T., (2018), ‘’The impact of managerial 
political ties on corporate governance and debt financing: 
Evidence from Ghana’’, Long Range Planning, Vol. 51, Issue. 5, Page: 
666-679 

Lin, Z. J. and Liu, M., (2009), ‘’The Impact of Corporate Governance 
on Auditor choice: Evidence from China’’, Journal of International 
Accounting, Auditing and Taxation Volume 18, Issue 1, pp. 44-59. 

Lindstaedt, H., Wolff, M. and Fehre, K., (2011), ‘’Frauen in 
Führungspositionen: Auswirkungen auf den Unternehmenserfolg 
(Women in Leadership Positions: Impact on Business Success)’’, 
German Federal Ministry of Family, Senior Citizens, Women 
and Youth, Berlin, Germany, 08/2011. 

Mahadeo, J.D., Soobaroyen, T. and Hanuman, V.O., (2012), “Board 
Composition and Financial Performance: Uncovering the Effects 
of Diversity in an Emerging Economy”, Journal of Business Ethics, 
Vol. 105, Issue 3, pp. 375 – 388. 

Mahmood, R. and Islam, M.M., (2015), ‘’Practices of Corporate 
Governance In The Banking Sector Of Bangladesh’’, International 
Journal of Managing Value and Supply Chains (IJMVSC) Vol. 6, No. 
3,pp.17-29 

Messai, A. Selma and Jouini, F., (2013), ‘’Micro and Macro Determinants 
of Non performing Loans’’, International Journal of Economics and 
Financial Issues Vol. 3, No. 4, 2013, pp.852-860 

Nyor, T. and Mejabi, S.K., (2013), ‘’Impact of Corporate Governance 
on Non-Performing Loans of Nigerian Deposit Money Banks’’, 
Journal of Business & Management,  Volume 2, Issue 3 (2013), Page: 
12-21 

OECD, (2004), ‘’Principles of Corporate Governance’’, available at: http:// 
www.oecd.org/daf/ca/corporategovernanceprinciples/31557724.
pdf (Accessed: 25 August, 2017). 

Pletzer, J.L., Nikolova, R., Kedzior, K.K. and Voelpel, S. C., (2015), 
‘’Does Gender Matter? Female Representation on Corporate 
Boards and Firm Financial Performance – A Meta-Analysis’’, 
PLoS ONE 10(6): e0130005, 18 June, 2015 doi:10.1371/journal.
pone.0130005 (Accessed: 25 August, 2017). 

Rahman, S., (2017), ‘’Bleeding from bad loans: Accumulated defaulted 
loans badly affect banking sector, whole economy’’, The Daily 
Star, July 12, 2017, pp. 1,10

Rashid, A., (2018) ‘’Board independence and firm performance: 
Evidence from Bangladesh’’, Future Business Journal, Vol. 4, Issue: 1, 
Page: 34-49 

Shleifer, A. and Vishny R. W., (1997), ‘’A Survey of Corporate 
Governance’’, The Journal of Finance, Vol. 52 (2) pp. 737-783.  

Shrader, C. B.,  Blackburn, V. B. and Iles, P., (1997), ‘’Women In 
Management And Firm Financial Performance: An Exploratory 
Study’’, Journal of Managerial Issues Vol. 9, No. 3, pp. 355-372  

Simpson, W.G. and Gleason, A.E., (1999), ’’Board Structure, 
Ownership, and Financial Distress in Banking Firms’’, International 
Review of Economics and Finance, Vol. 8, Pages: 281-292. 

Skully, M. T., (2002), ‘’Banking and Corporate Governance: Some 
Prudential Issues’’, Presented in Second International Conference 
on Banking and Finance in Greece; August 9–11, 2002.

Smith Committee (2003), ‘’Audit Committees – Combined Code 
Guidance’’,Financial Reporting Council (FRC), Holborn Hall, 
London, Available on: www.ecgi.org/codes/documents/ac_report.
pdf, (accessed: 25 August, 2017). 

Watts, R.L. and Zimmerman, J.L., (1986) ‘’Positive Accounting 
Theory’’, New Jersey, Prentice Hall. 

Willenborg, M., (1999), ‘’Empirical Analysis of the Economic Demand 
for Auditing in the Initial Public Offerings Market’’, Journal of 
Accounting Research Vol. 37 No.1 pp. 225-238 

Xie, B., Davidson, W.N. and DaDalt, P.J., (2003), ‘’Earnings Management 
and Corporate Governance: the Role of the Board and the Audit 
Committee’’, Journal of Corporate Finance, Volume 9, Issue 3, pp. 
295-316. 

Yang D., Lu, Z. and Luo, D., (2014), ‘’Political connections, media 
monitoring and long term loans’’, China Journal of Accounting 
Research, Vol. 7, Issue: 3, pp. 165-177

56 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-01, JANUARY-FEBRUARY 2019



Bringing Back the 
Money through Offshore 
Voluntary Disclosure 
Programme (OVDP): 
Bangladesh Perspective Dr. Sams Uddin Ahmed

Commissioner of Taxes
ahmedsamsuddin593@gmail.com

Abstract
Illicit capital flight has become a growing problem for Bangladesh. Every year a huge amount of money is 
being siphoned off from Bangladesh. According to Global Financial Integrity (GFI) report ‘Illicit Financial Flows 
from Developing Countries: 2004-2013’ Bangladesh ranks 26th among 149 countries draining more than 
$5.58 billion money per annum. Nearly $9,666 million in illicit money was siphoned off from Bangladesh in 
2013 which is $2,000 million more than the previous year. This money remains untaxed to the detriment of 
the national revenue. Due to flaws of anti-money laundering act and institutional weakness of the revenue 
administration this illicit financial flow out of Bangladesh has become a regular phenomenon. The purpose 
of this article is to argue that it is high time that the tax administration declares offshore tax amnesty to 
bring the money back to Bangladesh. Offshore tax amnesty like ‘Voluntary Disclosure Programmes’ is now 
common place and tax administrations around the world are using this scheme to tackle the problem of 
capital flight. Bangladesh can follow the suit and bring back the money into formal economy.

Keywords: Bangladesh, Tax amnesty, Voluntary Disclosure Programme, illicit financial flow.

Part I: Introduction 
Illicit capital flight has become a growing problem 
for developing countries like Bangladesh. Because 
of illegal capital flight mostly to tax havens, the 
developing countries lose huge amount of much 
needed tax revenue (Purje al, 2010). Capital flight 
erodes the domestic tax base (Cuddington, 1986).
Every year a huge amount of money is being 
siphoned off to the tax havens from countries 
around the world. It is estimated that almost eight 
percent of global wealth is sent to tax havens without 
being reported to the tax authorities (Zucman, 

2013 cited by Gould and Rabel,2018).According 
to Global Financial Integrity (GFI) report ‘Illicit 
Financial Flows from Developing Countries: 2004-
2013’ Bangladesh ranks 26th among 149 countries 
draining more than $5.58 billion money per annum. 
Nearly $9,666 million in illicit money was siphoned 
off from Bangladesh in 2013 which is $2,000 
million more than the previous year. The ‘Banks in 
Switzerland 2016’ report reveals that Bangladeshi 
nationals have deposited over Tk1,000cr in various 
Swiss banks in 2015. The total deposited amount in 
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Swiss banks from Bangladesh stood at Tk4,730cr in 
2015, which increased to Tk5,685cr in 2016 (Mowla, 
2017). This money remains untaxed to the detriment 
of the national revenue. Country’s the then finance 
minister admitted that money was laundered from 
the country, but it was not possible to stop the 
outflow of money completely.  “What we can do is 
to lessen the opportunity for siphoning off money. 
That means taking measures to stop generation 
of black money.” (Haque, 2017). It is interesting to 
note that in six years between 2012 and 2017, the 
country has seen a 17.3 per cent growth in the 
number of what is called 'Ultra High Net Worth 
(UHNW)' (WEALTH-X, 2017). But tax GDP ratio 
remains one of the lowest in region, around 10%. It 
might be an indication who might be involved in the 
illicit financial transfer from Bangladesh. So it is clear 
that illicit financial flows poses a major hurdle for 
emerging economies like Bangladesh. The current 
anti-money laundering law and tax measures seem to 
fail to curb the problem of illicit financial flow. Under 
the circumstances, the government should adopt 
new measures to combat the problem. The purpose 
of this article is to suggest that right at this moment 
Bangladesh can go for offshore tax amnesty programs 
like Overseas Voluntary Disclosure (OVD) to bring 
back the money to Bangladesh. Tax administrations 
around the globe are declaring offshore tax amnesty 
programmes. According to OECD ( 2015), ‘Offshore 
voluntary compliance programmes or initiatives 
offer the opportunity to maximize the benefits of 
improvements in transparency and exchange of 
information for tax purposes, to increase short-
term tax revenues and improve longer-term tax 
compliance.’ So it is worthwhile for Bangladesh 
to declare offshore tax amnesty to bring back the 
laundered money. The article is arranged as follows: 
While part I gives an introduction, part II discusses 
offshore tax amnesty of some specific countries like 
Italy, Indonesia, India and some others. Part III makes 
some suggestions about the nature and extent of 
suggested offshore tax amnesty in Bangladesh. Part 
IV makes some concluding remarks. 

Part II: Offshore Tax Amnesty: 
Country Experiences 
Tax amnesty is a common tools for the tax 
administration around the world to collect quick 
revenue and also to curb the problem of tax evasion. 
As Mouloud (2015) states, “Quick glance of the 
financial history of governments all over the world 

notes the most governments introduced tax amnesty 
programs to fight against tax evasion and adjust the 
shadow economy and increase tax revenues in the 
short term and expand tax base in the long term.”

Of late offshore voluntary disclosure programmes 
have become popular among the tax administrations 
around the world.  As OECD(2015) notes, “In  
general  terms,  voluntary  disclosure  programmes  
are  opportunities  offered  by tax  administrations  
to  allow  previously  noncompliant  taxpayers  to  
correct  their  tax  affairs under specified terms.  
Several  countries  currently  operate  explicit  
voluntary  disclosure  programmes  or  have  an  
administrative  practice  which  supports  voluntary  
disclosures.  Such rules or  programmes provide 
an opportunity to facilitate compliance in a timely 
and cost effective manner,   saving   costly   and   
contentious   audits,   litigation   and   criminal   
proceedings.”However, tax administrations around 
the world have found the voluntary disclosure 
programme useful in collecting the revenue 
through voluntary disclosure of assets and money 
hidden abroad. For example from 1978 Greece 
implemented 11 tax amnesty programs and many 
more amnesty-like schemes (Argyropoulou, 2018). 
Italy has a long history of tax amnesty programmes 
(Grilli, 2015). The US offers repeated tax amnesty. 
In the 1980’s, nearly 30 states in the United States 
(Villalba, 2017) and later more countries joined the 
group (Shevlin et al, 2016). Spain also follows the 
suit like its other European partners and introduced 
amnesty in 2012 and the same was declared 
unconstitutional by the Spanish court (Espinosa, 
2018). Indonesia implemented successful tax 
amnesty programmes. Pakistan also offered the same 
amnesty to tax dodgers who held assets and money 
within and outside the country. Thus until 2016, 38 
countries implemented tax amnesty programmes 
(Hermansyah, 2016) and this trend is ongoing. 
Emphasis is being shifted on the offshore amnesty 
rather than onshore one. According to Johannesen 
and Zucman (2014) there has been a rise of offshore 
tax amnesty participants because of the G20 
countries forced the tax havens to exchange bank 
information with the tax administrations. Below a 
few selected county experiences are furnished 
briefly that could be useful guide for Bangladesh. 

Australia 
In 2014, Australia launched Project DO IT, as a 
short-term “never-to-be-repeated” opportunity for 
taxpayers to correct their offshore tax affairs and 
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to return back into the tax system. Incomes in the 
wake of reinforced commitments to exchange of 
information and automatic exchange of information 
and is supported by a strong communication 
campaign. The project DO IT attempted to 
encourage taxpayers with illegal offshore money to 
come forward and declare the same to the ATO. It is 
to be noted that the ATO did not impose the usual 
financial and non-financial penalties for such kind of 
tax evasion (Moretti, 2016). The Project specifically 
targeted taxpayers with undeclared offshore 
accounts or those who regularly profit from 
international affairs that escape imposition of proper 
tax. The ATO is not willing to call it a tax amnesty 
due to the apprehension that this might cause 
resentment among the honest taxpayers. The ATO 
says, “The initiative ran for nine months from March 
2014 to December 2014. It was not an amnesty. 
Rather, it was an initiative that encouraged taxpayers 
with undisclosed income, capital gains and over 
claimed deductions to re-engage with the Australian 
tax system by making a voluntary disclosure.”The 
Project DO IT programme encouraged participants 
to disclose all offshore assets and income, not in any 
particular financial institution. In fact, disclosures 
were received for accounts in more than 90 different 
countries or jurisdictions. The following taxpayers 
were not eligible to take advantage of the project 
if they:

• were under audit in relation to any prior disclosure

• had been involved in promoting or marketing or 
tax evasion schemes

• were under criminal investigation concerning tax-
related offences, or

• had assets or income derived from serious criminal 
offences unrelated to tax.

More than 5,900 taxpayers declared offshore money 
under the Project DO IT. Previously undisclosed 
income of approximately $656 million and previously 
undisclosed assets of approximately $6.7 billion 
were disclosed. The Project raised over $264 million 
in taxes. It is anticipated by the ATO because of the 
expansion of the tax net additional tax revenue 
will continue to be received in coming years. The 
project also helped the ATO in gathering valuable 
information about financial institutions, advisors 
and promoters involved in offshore matters which 
could not have otherwise been revealed. The ATO 
can apply this intelligence in the future enforcement 
action to tackle offshore tax evasion

The ATO never repeated the amnesty programme. 
But it can be said that the project was a success in 
bringing lost revenue and also expanding the tax net 
for the future, creating scope for additional revenue.

Indonesia
In Indonesia tax amnesty was first introduced in 1964 
covering income tax, corporate tax and property tax. 
Under that scheme no question was asked as to the 
source of the money declared. So basically anybody 
including corrupt government officials could declare 
money and seek amnesty easily. After a long break 
again in 1984 second tax amnesty was declared 
by the president of Indonesia. This time monetary 
penalty was imposed for some cases 1% and in 
some other cases 10%. In 2016 tax amnesty was 
declared for the third time in Indonesia. Huda and 
Hernoko (2017) states, “The motive of establishing 
the policy of tax amnesty, in this three time, dealt 
with the importance of people’s contribution for 
national development by optimizing all existing 
resources one of which was from tax. People 
awareness and obedience to do their tax liabilities 
still needed to be improved since the assets, both 
inbound and outbound, were not fully reported in 
income tax return. In order to improve the national 
revenue, the economic growth, people’s awareness 
and obedience in tax implementation, it needed to 
establish the policy of tax amnesty”.

The latest amnesty programmes was launched in 
July 2016 and the program lasted for nine months. 
The programme is considered to be a success in 
repatriating assets from tax havens (Suroyo and 
Jefriando, 2018).The program offered generous 
tax rates for repatriated assets (2% on domestic 
assets and 4% on offshore assets for the first three 
months, 3% and 6% in the next three months, and 
5% and 10% in the last three months). Moreover, 
the participants in the program are not required 
to declare the origin of their funds. Interestingly 
the taxpayers taking advantage of the amnesty 
were immune from prosecution. The programme is 
criticized for (i) unfairly rewarding tax evaders for 
their past financial crimes and (ii) unequally treating 
the law-abiding Indonesian taxpayers. However, 
more than 600.000 Indonesian taxpayers joined the 
program, making it a grand success.

The US Tax Amnesty Programmes
United States have both a permanent voluntary 
disclosure programme and have also run short-
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term programmes aimed directly at improving 
offshore compliance. The terms of the short-term 
programmes have become less generous each time, 
creating a sense of urgency as taxpayers can see that 
the opportunities for making a voluntary disclosure 
are steadily reducing, while the risks of detection 
are rising. The IRS estimates that it loses over $200 
billion in tax revenue per year on unreported 
offshore assets of over $30 trillion. In 2003 the US 
was aware of the large number of foreign accounts 
in Swiss bank by US citizens. Focus was on the UBS 
bank that entered into an agreement with the US 
to provide information regarding investment by the 
US citizens.  But UBS failed to keep its promise and 
as a result the IRS announced the 2009 OVDP in 
March 2009. It offered taxpayers an opportunity 
to avoid criminal prosecution and a settlement of 
a variety of civil and criminal penalties in the form 
of single miscellaneous offshore penalty. It was 
based on existing voluntary disclosure practices 
used by IRS Criminal Investigation. The 2009 OVDP 
program resulted in many disclosures and furthered 
the investigation of many individuals and financial 
institutions that facilitated non-compliance with 
U.S. tax laws. In February 2011, the IRS announced 
the 2011 OVDI, which lasted until Sept. 9 of that 
year. The 2011 OVDI drew 15,000 disclosures 
and resulted in the collection of $1.6 billion in 
back taxes, interest and penalties for the cases 
that were closed that year. The third programme 
started in 2012 followed by another one in 2014. 
The 2012 programme was successful in drawing 
12000 disclosures. The 2014 program came to an 
end in September 2018. The IRS states, “Since the 
OVDP’s initial launch in 2009, more than 56,000 
taxpayers have used one of the programs to comply 
voluntarily. All told, those taxpayers paid a total of 
$11.1 billion in back taxes, interest and penalties. 
The planned end of the current OVDP also reflects 
advances in third-party reporting and increased 
awareness of U.S. taxpayers of their offshore tax and 
reporting obligations.” The US OVDP appears to be 
a success. The IRS says, “The implementation of the 
Foreign Account Tax Compliance Act (FATCA) and 
the ongoing efforts of the IRS and the Department 
of Justice to ensure compliance by those with U.S. 
tax obligations have raised awareness of U.S. tax and 
information reporting obligations with respect to 
undisclosed foreign financial assets.”

The Italian Experience
Italy has a long history of tax amnesty programmes. 
Between1991 and 2009, Italy implemented four tax 
amnesty programs (Grilli, 2015). Italy introduced 
a tax amnesty in 2001 that came to be known as 
Scudo Fiscale i.e., Tax Shield, which was extended in 
2003.The 2001 Scudo Fiscale brought to light that 
78 billion euros were held by Italians in Switzerland. 
In 2009 the Italian tax amnesty subjected repatriated 
assets to a flat tax of 5%. In total around €80 
billion in assets were declared, which resulted 
in tax revenues of €4 Billion. The Bank of Italy 
estimated that Italian citizens held around €500bn 
in undeclared funds outside the country. In 2018 
Italy is conducting another tax amnesty programs 
probably being encouraged at the success of the 
earlier programmes.

Tax Amnesty in India
The Government of India has introduced Income 
Disclosure Scheme, 2016 as one time opportunity 
for disclosing undisclosed Indian income. The 
Scheme provides an opportunity to persons who 
have not paid full taxes in the past to come forward 
and declare the undisclosed income. In 1997 
another Voluntary Disclosure of Income Scheme 
was introduced under which income or assets 
worth INR 333.39 billion were voluntarily declared 
and an aggregate tax of 95.84 billion rupees was paid 
to the government coffer. The idea of introducing 
a tax amnesty scheme was inspired by the fact 
that the National Development Council (NDC) 
suggested that the government should think of a 
scheme to pave the way for black money to be used 
for productive purposes. Considering the suggestion 
the Government went for the Voluntary Disclosure 
of Income Scheme (VDS) in 1997 (Vikraman, 2017). 
The 2016 scheme is the second amnesty introduced 
by the government after coming to power. In 2015 
a one-time compliance window for disclosure 
of foreign income and assets was offered. The  
disclosure programme recovered $575 million of 
unreported funds under a tax amnesty scheme that 
offered a chance to citizens to disclose created 
doubts over a campaign against tax dodgers (Kumar, 
2015).

Other Countries
In Canada, a tax amnesty scheme called the 
"Voluntary Disclosure Programme" already exists 
for income tax and Excise related offences. In 
Belgium, during 2004, the country's legislative house 
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had adopted a law allowing individuals subject to 
Belgian income tax to regularize the undeclared, 
or untaxed, assets they held before June 1, 2003. In 
2004, Germany had also granted a tax amnesty in 
connection with tax evasion. In 2003, South Africa 
had enacted the Exchange Control Amnesty and 
Amendment of Taxation Laws Act, a tax amnesty. 
In 2012, the Spanish government had announced a 
tax evasion amnesty for undeclared assets or those 
hidden in tax havens. Repatriation was allowed by 
paying a 10 percent tax, with no criminal penalty. 
In 2007, a Russian tax amnesty programme had 
collected $130 million in the first six months. The 
Russian programme, however, was not open to 
anyone previously convicted of tax crimes such as tax 
evasion. On September 30, 2010, the government of 
Greece had granted tax amnesty to millions of Greek 
citizens by paying just 55 percent of the outstanding 
debts. The latest Pakistani offshore tax amnesty 
programme has been successful in making taxpayers 
declaration of assets hidden overseas wortharound 
577 billion rupees which equals $4.8 billion. The 
reasons of such success have been identified as the 
low rate of 2 to 5 percent and Pakistan’s access 
to information as being a signatory to the OECD 
Multilateral Convention which provides access to 
information about offshore financial accounts of 
Pakistani residents from September 2018(Ahmed, 
2018).

Part III: Offshore Tax Amnesty 
Programmes in Bangladesh 
Bangladesh never offered offshore tax amnesty. 
As it was described earlier, many Bangladeshi 
citizens transferred money illegally to different tax 
haven or low tax countries with a view to evading 
tax on those incomes. The Paradise Paper (The 
Independent, 2017), the Panama Papers (The Daily 
Observer, 2016) and other Offshore Leaks contain 
the names of Bangladeshi people and companies that 
illegally took money from Bangladesh. It is observed 
that only the highly rich people are involved in the 
practice of illegal offshore tax evasion (Alstadseter 
et al, 2018) it can be argued that such tax evasion 
by the wealthy Bangladeshi people might encourage 
other no wealthy people to evade tax in Bangladesh. 
This type of tax evasion might affect the tax morale 
of the taxpayers by implicating the fairness of the tax 
administration of Bangladesh. However, following 
the suits, it is time that Bangladesh goes for overseas 
voluntary disclosure programmes on the income 

and assets and money of the Bangladeshi nationals 
held abroad. This might pour into the national 
exchequer to a remarkable extent. But before doing 
that Bangladesh income tax administration should 
craft the programme in a way that would be clear, 
cost effective and able to ensure compliance to the 
expected level. In this respect Bangladesh can follow 
the international best practice and the opportunity 
should be given for one time. Repeated schemes 
might be counterproductive for the collection of 
revenue. The OECD pointed out some features of 
such kind of tax amnesty programmes which can 
be followed by Bangladesh. OECD (2015) states, 
“Voluntary disclosure programmes complement 
the rapid improvement in exchange of information 
and the ability of governments to detect offshore 
evasion.  They  are  an integral  part  of  a  broader  
compliance  strategy  – they  need  to  be  considered  
as  part  of  a  variety  of  compliance  actions  that  
tax  administrations  and  governments  take  in  
order  to  encourage  all  taxpayers  to  meet  their  
obligations.”

According to OECD (2015) a successful voluntary 
disclosure program should be transparent about 
its purpose and terms; contribute to noticeable 
and cost-effective rise in revenue collection; should 
not be symmetrical with the existing prescribed 
compliance and enforcement strategies; should 
work in deterring and discouraging non-compliance; 
should increase the level of compliance tapping all 
the eligible taxpayers for the programme; and should 
augment the immediate revenue collection from 
disclosures targeting the long term revenue impact. 
So Bangladesh should formulate the policy for a one 
time not to be repeated offshore voluntary disclosure 
programme in line with the recommendations of 
the OECD. It is observed from a survey conducted 
by the OECD that this type of offshore disclosure 
programmes can contribute to bring the offshore 
assets to Bangladesh and contribute to the national 
exchequer. This can be a novel approach to increase 
voluntary compliance. Research found that offshore 
voluntary disclosure programme increases revenue 
if conducted in an efficient and practical manner 
(Langenmay, 2017). While declaring such offshore 
voluntary programme the income tax department 
should consider the reduced rate of tax to be 
imposed on the hidden assets and money; should 
consider imposing penalty for non-declaration 
consistent with the volume of evasion; should think 
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of publishing the names of the declarants in public to 
encourage others to participate in the programme. 
Publishing the name can work as deterrence 
measure since naming and shaming has the effect of 
improving compliance (Dwenger and Trebor, 2018).

Part IV: Conclusion 
To generate additional tax revenue in the short 
term, Bangladesh several times offered onshore tax 
amnesties with not very enterprising result. It is 
argued that proper enforcement of taxing statutes 
can generate more revenue than the tax amnesty 
schemes. Particularly in developing countries like 
Bangladesh implementing such type of programmes 
can be costly and frustrating for the honest taxpayers. 
However, a number of benefits can be achieved 
through the offshore amnesty programmes. Windfall 
revenue might be collected since in the past a 
number of countries gathered revenue through 
such type of programmes. This might in turn help 
Bangladesh getting out of borrowing culture. 
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Flashback

An Assessment
2018
Mr. Mohammed Salim FCMA assumed his second term 
as President on February 18, 2018. During his tenure 
of Presidentship, ICMAB has undergone some notable 
changes which may be recognized as milestone 
achievements. He started working hard immediately 
after taking the charge and he never stopped for a 
single moment till March 03, 2019 , the day when he 
handed over the charges to the next President. He left 
no stone unturned to convert every opportunity to an 
achievement for the Institute. He facilitated in building 
strong network with the government, non government 
and corporate sector organizations both in home and 
abroad. He has taken initiatives to organize trainings 
and seminars at national and international level for 
members and corporate leaders. As a result, ICMAB 

and the CMA Profession have gained an envious 
level of acceptability which leads the profession 
to reach to a new height. During his tenure of 
Presidentship, the long waited CMA Act 2018 has 
been passed in the National Parliament and the 
profession has entered into a different regulatory 
regime with the strongest legal foundation and 
the MoU on library improvement project, virtual 
learning system, cost audit report rule in English, 
Question setting guidelines, faculty evaluation 
system (scores shared with teachers) etc.

A few of the remarkable achievements during 
the Presidentship of Mr. Mohammed Salim FCMA 
(February 18, 2018 to March 03, 2019 ) are listed 
in the table below:

Work areas Programs Achievements/Remarks

Call on/Courtesy 
meeting

Meeting with Ministers: Finance, Commerce, Industries, Housing and Public Works, State Minister, 
ICT.

Courtesy meeting with Dr. Muhammad Abdur Razzak MP, former Minister, Ministry of Food, GoB 
and Chairman, Parliamentary Standing Committee on Ministry of Finance.

Senior Secretaries and Secretary of different Ministries like Ministry of Finance, Ministry of 
Commerce, Legislative & Parliamentary Affairs Division, Financial Institutions Division, Member (Sr. 
Secretary), GED, Ministry of Planning, 

Chairman & Managing Director, Uttara Group of Companies; Chairman, BSEC; Chairman, Financial 
Reporting Council (FRC);

Chairman, RAJUK; Governor, Bangladesh Bank; Chairman, BCIC; Chairman, IDRA; Managing 
Director & CEO, Robi Axiata Ltd.; Managing Director, Agrani Bank; Managing Director, DBL Group; 
Un Resident Coordinator in Bangladesh; Chairman, BSEC; Comptroller and Auditor General (CAG); 
Managing Director, BRAC Bank etc.

Liaison with Government and 
other stakeholders, Partnering 
with entrepreneurship and 
employers, discussion on 
different professional issues 
and lobbying/persuasion for 
cost audit and other relevant 
issues for the Institute and 
the profession held in those 
meetings.

Trainings Training session for the students of Jahangirnagar University, Training program on Communication & 
Presentation Skills, A two day long ICMAB’s “Train the Trainers” program, 70 hours training program 
on Business and Financial Modeling, Training on "SAP ERP (FICO)" for CMA Students, 200 hours 
long training program (2nd batch) on “Young Leadership Development”,  Training on Advanced 
Certification Course on IFRS/ IAS, Training on Freelancing and Accounting BPO  etc.

Nationally and internationally 
renowned resource persons 
conducted these sessions for 
the students and members of 
the Institute.

Discussions, Seminars/
Conferences/CPDs

Discussion on Professional Matters, ICMAB’s Post-Budget discussion on National Budget 2018-2019, 
Seminar on “Sustainability reporting towards achieving SDGs”,  A daylong ICMAB International 
Conference on ‘Achieving Sustainable Development Goals: Challenges and Way Forward’, Round 
Table Discussion on "Increasing Competitive Edge through Supply, Chain Sustainability Management 
and Reporting", SAFA International CFO Conference  and The ICMAB Best Corporate Award-2017, 
CPD program on Young Entrepreneurship Role Model in the age of Technological Disruption, CPD 
program on "Enhancement of Finance Potentiality in Freelancing works", CPD program on Global 
Finance Career in Digital Era, CPD program on Bond, CPD program on “IFRS: 16  and IAS: 12” etc. 
Seminar on CMA Profession, Management: Overview, Role, Prospects & Challenges, Get-together 
with Cumilla Coaching Centre based members & Students etc.

Concept paper discussion based 
on Maturity Model designed for 
the development of professional 
Accounting Organizations (PAOs 
in Line with CAPA and IFAC) 
presented by the president.

Those programs created 
opportunities to explore widely 
in finance and accounting sector 
from where our members 
became benefited and the 
Institute got wider range 
of publicity, role in national 
economies and CMA branding.
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Promotional activities

Seminar at different 
universities,

Students summit,

Day observation,

Media circulations/
presence 

Inauguration of ICMAB Jeshore Sutdy Center, Seminar titled “Uplifting Employability of Business 
Graduates through Professional Education”, Seminar on Accounting Business Process Outsourcing 
(BPO), Seminar on “Leadership: Driving Performance through Diversity”, Meet the CFO: A leadership 
development initiative for the students of ICMAB, Grand Reception to the Newly Qualified CMAs, 
Motivational Session for ICMAB students, Exchanging Views with Teachers, Seminar at University of 
Liberal Arts Bangladesh (ULAB) titled “Management Accounting Education for a Challenging Career”, 
Seminar at Islamic University of Technology (IUT) titled “Accounting as a Profession”, Professional 
Induction Programme, Observance of International Accounting Day-2018, Students Summit held at 
ICMAB on the occasion of CMA Day-2018, Exposure program with Jahangir Nagar University Students.

Those programs resulted in 
increase of student admission 
and CMA recognitions.

Legal Achievement “CMA ACT 2018” approved by Bangladesh National Parliament.

ACCA gave highest 9 papers exemption to ICMAB members and students, ICMAB – UIU signed 
Memorandum of Agreement (MoA), MoU Signed with Global Reporting Initiative (GRI), MoU with 
Modern Hospital

The act gave the Institute a 
strong legal foundation.

Agreement with the national 
and international organizations 
will bring huge career 
development opportunities for 
the members and the students 
of the Institute. 

Infrastructure 
1. Office
2. Land
3. Branch 

Inauguration of ICT Training Lab, Relocation of ICT department, A modern Training Center, Entrance 
Corridor’s Interior Decoration, Relocation of Education Department, Exclusive Renovation work at 
6th Floor (Council Floor), Purbachal Land 30.26 Kata for ICMA, Students' Pantry etc.

A huge infrastructural 
development occurred in a 
year. Those are examples of the 
works.

Participation in 

International conferences/
Seminars/trainings

National seminars/trainings

Branch level

CIMA Meeting in Dhaka, SAFA and CAPA events at Kathmandu, Nepal, Meeting with GRI delegates, 
“CMA Global Management Accounting Conference” in Sri Lanka, SAFA Board & Committees 
Meetings in Sri Lanka, World Congress of Accountants (WCOA) 2018 in Australia, SAFA 
Committees Meetings, 56th SAFA Board meeting and 89th SAFA Assembly Meeting, Get-together 
with SAFA delegates in Dhaka etc.

Representation in regional 
and Global Forums in those 
programs brings international 
recognitions.

Others Research project on

‘New Public Management (NPM) Developments in Bangladesh: Implications for Accounting 
Practices’

The Institute has first time 
taken the captioned research 
work which is going to be 
completed soon.

ICMAB President Mr. Mohammed Salim FCMA inaugurated Jashore Study Center on May 5, 2018 at Jessore Press Club.

Aiming excellence in education and examination system and as a part of its capacity development program the Institute arranged a two day long 
“Train the Trainers” program for Teachers, Question Setters, Moderators and Examiners of ICMAB.

ICMAB President Mr. Mohammed Salim FCMA called 
on Mr. Mofizul Islam, Secretary, Ministry of Commerce, 
Government of the People’s Republic of Bangladesh at 

his office on December 02, 2018.Reception to the CMAs passed in June 2018 examinations

Flashback

An Assessment
2018
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Implementation of SDGs – Recommendation by the experts at 
ICMAB’s International Conference on SDGs held on September 23, 2018

President Mr. Mohammed Salim FCMA called on Engineer Mosarraf Hossain MP, Minister, Ministry of Housing and Public Works, Government of 
the People’s Republic of Bangladesh at his office on March 27, 2018.

President Mr. Mohammed Salim FCMA called on Mr. Abul Maal A. Muhith MP, Minister, Ministry of Finance, Government of the People’s Republic of 
Bangladesh at his office on July 25, 2018.

On 31 October 2018, ICMAB delegation headed by its President 
Mr. Mohammed Salim FCMA meets Mr. Tofail Ahmed MP, 

Honorable Minister, Ministry of Commerce, GoB and expressed 
gratitude to him for his significant contribution for passing the 
Cost and Management Accountants Bill, 2018 on 29/10/2018 

by Bangladesh National Parliament.

Mr. Mohammed Salim FCMA, President of the Institute of called on Mr. 
Zunaid Ahmed Palak MP, State Minister, Information and Communication 
Technology (ICT) Division, Government of the People’s Republic of Bang-

ladesh at his office on March 21, 2018 to discuss matters relating to ICT 
development.

Flashback

An Assessment
2018
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--By Staff Correspondent

President Mr. Mohammed Salim FCMA called on Mr. Fazle Kabir, Governor, Bangladesh Bank at his office on May 20, 2018.

President and Secretary attend in the SAFA and CAPA events at Kathmandu, Nepal

President and Secretary joined World Congress of Accountants (WCOA) 2018 in Australia 
from 5-8 November 2018.

ICMAB organized SAFA International CFO Conference & ICMAB Best Corporate Award-2017 on 8th 
December 2018, Finance Minister, Mr. Abul Maal A Muhith MP inaugurated the program as the Chief Guest.

56th SAFA Board meeting and 89th SAFA Assembly Meeting were held on 
December 10, 2018 at ICMAB Annex Building.

President attends “CMA Global Management 
Accounting Conference” in Sri Lanka as a Panel 

Discussant

ICMAB President Mr. Mohammed Salim 
FCMA joined at a plenary session on Human 
Resources Development in Bangladesh: Scope 

and Prospects at National HR Convention 2018 
at Bangabandhu International Conference Center 
(BICC), Agargaon, Dhaka on November 24, 2018.

Institute has built an excellent Training Center 
at its Annex Bhaban. The training center can 

facilitate more than 120 trainees at a time for 
any professional training.

Flashback

An Assessment
2018
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Bangladesh Pharmaceutical Market
Bangladesh Pharmaceuticals Industry made us proud 
to the 600 billion peoples of 182 countries of the 
world. It gives us the highest export to more than 100 
countries and accounted for earning of over USD 
100 Million, after RMG sector. It managed supply of 
97% medicine(present Bangladesh Pharma Market 
is about Tk. 24,000 Crore) need of 160 million low 
earning population of Bangladesh. Top ten players of 
this sector contribute more than 60% of Domestic 
market, top twenty companies contribute more 
than 80%. But out of top ten only five are listed with 
the stock exchange.Total Market Capitalization of 
Pharmaceuticals and Chemical Sector is about Tk. 
53,604 crore and 15.4% of DSE market Cap as of 
February 25, 2019. We shall see in this paper the 
profitability, NAV, PE ratio and Market share of the 
companies. It will facilitate reader understanding 
of pharmaceuticals market, contribution in Stock 
market Capitalization, share of foreign investment.

Listed Pharma Companies
In DSE we find Pharmaceutical and Chemical Sector 
with 31 issues contributing a market capitalization 
of Tk. 53,604 crore and 15.4% of DSE market 
Cap as of February 25, 2019.  There are sixteen 
pharmaceuticals manufacturing and marketing 
companies out of these 31. Out of these sixteen 
Pharma companies, following five companies (it  
bagged about  Tk.37,970 crore,  71% of 
pharmaceuticals and chemicals sector market 
capitalization) are the topper of the top ten 
Pharmaceuticals companies as per IMS;

1. Square Pharmaceuticals Limited with market 
Cap. Tk. 21,375 crore

2. Beximco Pharmaceuticals Limitedwith market 
Cap. Tk. 3,694 crore

3. Renata Limitedwith market Cap. Tk. 9,425 crore

Bangladesh Pharmaceuticals 
Industry and Global Prospect

Muhammad Zahangir Alam, ACA, ACMA
Director Finance

Square Pharmaceuticals Limited

zahangir@squaregroup.com

4. ACI Limitedwith market Cap. Tk. 1,500 crore
5. The ACME Laboratories Limited with market 

Cap. Tk. 1,975 crore

Financial Performance of Top Pharma 
Co. in Stock Market

 Company 
Name

Square Beximco Renata ACI ACME

Turn Over In 
Tk. Corore

2131.8 1110.9 1057.00 1121.00 797

Market Share % 16.95 8.26 5.20 4.38 3.52

Net Profit in 
Tk. Crore

629.52 148.70 168.97 66.37 77.60

EPS 7.98 3.670 21.08 13.30 3.69

NAV 81.58 69.20 232.03 291.06 79.89

PE Ratio 17.17 12.43 27.79 28.35 12.47

Foreign 
Investment %

19.68 38.53 22.39 - .73

Note:  The figure are taken from DSE as per disclosed in half yearly 
ended on December 31, 2018. The ranking market share and 
tanking from IMS not as reported figure.

Portfolio performance in 3rd Quarter 
2018: 
In Bangladesh Market we have about 2,500 generic 
drugs and of about 50 therapeutic classes and 
groups. Considering market size by terms of Sales 
volume for the 9 months (September 30, 2018) to 
fifteen Portfolio is given below as per IMS;

Portfolio

Value 
Sale 

(Crore 
Tk.)

Rank-1 Rank-2 Rank-3

Antiulcerants 3,013 Square HealthCare Incepta

Cephalosporins 
& Combs

1,687 Square Incepta Renata

Human Insulin 
+ Analogues

702
Novo 

Nordisk
Incepta Eli lilly

Calcium 700 Square Radiant Eskayef
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Portfolio

Value 
Sale 

(Crore 
Tk.)

Rank-1 Rank-2 Rank-3

Antirheumatic 
Non-Steroid

659 Square Novartis ESkayef

Anti-Epileptics 650 Incepta Roche Square

Non-Narcotics 
Analgesics

643 Beximco Square Renata

DPP-IV 
Inhibitor 
A-Diabs

518 Novartis Incepta Beximco

Antihistamines 
Systemic

449 Square Renata Helthcare

Antileuk Anti-
Asthmatics

444 Acme Incepta
Drug 

International

Cholest. &Trigy 
regulator

440 Beximco Square Incepta

Macrolides & 
Similar

426 Square Renata Incepta

Vitamin B & 
Combinations

418 Square General Incepta

Angioten-II 
Antag, Plain

381 Beximco Incepta Square

Sulphonylurea 
A –DIABs

342 Square Servier Sanofi

Considering the above figure it is clear that Square, 
Beximco, Incepta, Renata, Healthcare, Eskyef, Acme 
and Novartis are the contributor in the Bangladesh 
Pharmaceuticals market. 

Highly growing portfolios in 3rd 
Quarter 2018
Considering top twenty portfolio of the 
Pharmaceuticals market sales for the third quarter 
ended September 30, 2018 as per IMS we find the 
following portfolios have grown in double digit but 
industry as a whole grown at 6.24%.

Portfolio Growth % Diseases

DPP-IV Inhibitor A-Diabs 18.38% Diabetics

Angioten-II Antag, Plain 18.22% Hypertension

Platelet Aggreg Inhibitor 16.77% Hypertension 

Beta Blockers 15.51% Hypertension

Antileuk Anti-asthmatics 14.54% Asthmatics

Human Insulin + Analogues 13.07% Diabetics

Calcium 12.98% Supliments

Cholest. &Trigy regulator 12.23% Lipid Lowering

Antihistamines Systemic 449 Square

Antileuk Anti-Asthmatics 444 Acme

Cholest. &Trigy regulator 440 Beximco

Macrolides & Similar 426 Square

Vitamin B & Combinations 418 Square

Angioten-II Antag, Plain 381 Beximco

Sulphonylurea A –DIABs 342 Square

It reveals from the above figure that the life style 
diseases are increasing very rapidly due change of 
lifestyle and higher life expectancy.

Foreign Investment in Listed 
Pharmaceutical Sector
Pharmaceuticals sector claimed a good amount of 
foreign investment as of January 31, 2019. Out of 16 
listed companies foreign investors selected following 
8 companies for investment:

1. Square Pharmaceuticals Limited
2. Beximco Pharmaceuticals Limited
3. Renata Limited
4. The ACME Laboratories Limited 
5. Ambee Pharmaceuticals Limited
6. Orion Pharma Ltd.
7. GlaxoSmithKline (GSK) Bangladesh Ltd.
8. Orion Infusion Ltd.

Global Pharmaceuticals Trade
Reference Trade Map, International Trade Centre the 
top ten pharmaceuticals Exporter and Importers for 
the year 2017 are as follows:

Importing Countries Exporting Countries

Country
Amount 
in USD 
Billion

% of 
Total 

Global 
Import

Country
Amount 
in USD 
Billion

% of 
Total 

Global 
Export

United 
States

96.60 17.2% Germany 84.5 16.1%

Germany 54.00 9.60% Switzerland 70.3 13.4%

Belgium 34.70 6.20%
United 
States

44.9 8.6%

United 
Kingdom

33.10 5.90% Belgium 43.2 8.2%

Switzerland 28.70 5.10% Ireland 38.3 7.3%

China 25.40 4.5%
United 

Kingdom
32.7 6.2%

Italy 23.2 4.1% France 31.4 6.0%

France 23.1 4.1% Italy 25.7 4.9%

Japan 22.5 4% Netherlands 23.7 4.5%

Netherlands 14.1 2.5% Denmark 12.9 2.5%

Total 355.3 63.2% Total 407.6 77.59%

Global 
Total

525.3 100%
Global 
Total

525.3 100%

If we consider the above figure all developed 
countries are the top importers and exporters. If 
we follow the importer side US, Japan, China, are the 
net importer and its mainly generic drugs.

Export of Pharmaceuticals from 
Bangladesh
We have experiences compound annual growth rate 
of the local market at 16.51% (Q3 MAT, 2014 to Q3 
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MAT, 2018). It is equally grown in the globalmarket 
as per statistics of Export Processing Bureau, 
Bangladesh:

Year Export (Million USD) Growth

2017-18 110 23.60%

2016-17 89 8.40%

2015-16 82.11 13.02%

2014-15 72.65 4.93%

2013-14 69.24 15.75%

2012-13 59.82

Considering Global pharmaceutical trade and our 
export volume there is abound of scope to grow in the 
global market. India is one of the top player (number 
one in Asia) and they are exporting USD 17.27 billion 
in 2017-18. India is exporting 65% of DPT and BCG 
and 90% measles Vaccine demand of WHO. 

Export Incentive to the 
Pharmaceuticals Industry
Government has made a wise decision by approving 
incentive (10% on the FOB value having 30% 
minimum Value additions and no Duty draw back) 
facility for the pharmaceutical industry from July 
2018. It will make exporters more competitive in 
the global market.   The industry and the regulator 
should be very judicious to use this benefit.

Bangladesh Pharmaceutical Industry 
Outlook 2019 onward
Bangladesh Pharmaceuticals industry experienced 
double digit growth over last two decade. We are 
receiving its impact in our life (substantial reduction 
in infectious disease, increment in per capital life 
expectancy, reduction of mortality of mother and new 
born). But it will not reduce the use of medicine or 
medicine requirement of us. We expect continuation 
of growth episode. The use or requirement of 
medicine will be increasing as we are growing old, 
our per capita income is growing, access to medicine 
and health care professional (every year more than 
10,000 graduate doctors passing out) is getting easier 
every day.  The cost of medicine may be increased, 
as we are heavily import dependent for actives, 
excipients and packing materials minimum wage and 
cost of doing business is increasing every day.  

Growth Challenges of Bangladesh 
Pharmaceutical Industry
We have seen steady growth in pharmaceuticals 
export in last decade. Our export are mostly to 
the developing and least devloped countries. The 
opportunities of pharma export is greatly increased 

after accreditation from TGA Australia, MHRA UK, 
FDA USA and WHO by Bangladeshi Pharma industry. 
For generic pharma market USA, UK, Australia and 
EU is the topper. We are facing following solvable 
challenges to enter into huge export market of USA, 
UK and EU;

1. Buying ANDA for US market, MA for UK and EU 
market is Costly (very payment from Bangladesh 
to foreign beneficiary is subject to AIT (30%) 
and VAT (15%)) Government may exempt it for 
the sake of development of industry for a period.

2. Limitation of Capital Account Convertibility (It 
is essential to have an office at the target market 
and get tax and resident benefit of that market). 

3. Limitation of sending expenses for foreign office 
(It is allowed to transmit USD 30,000 per year 
for a foreign office which is very insufficient for 
any business in anywhere of the world).

4. Lack of Mutual Acceptance of GMP Approval of 
DGDA. WHO and PICS countries are working 
on it. Till date accreditation from Bangladesh 
Drug authority is not accepted by any country 
irrespective of LDC or Developing country. 
DGDA should come with big initiative to increase 
capacity building and develop industry benchmark 
for the country and the Global reference.

Remark of the Writer
We are ahead of any  other country of the world in so 
many competitive advantages ( very close proximity 
of global supply chain, supply of huge talented human 
resources for the industry e.g Chemist, Bio Chemist, 
Chemical Engineers, Pharmacist, Biologist, Pharma 
technicians).  We need a planned (policy support) 
use of these so that we can introduce us a medicine 
supplier of the world.  Top browsers and investors 
are ready to invest in capital for Pharmaceutical 
sector (we have seen high PE in this sector).  In this 
case we take reference of Indian Pharma industry 
development.

Disclaimer:  This paper reflects the view of the 
writer’s personal not of his position or that of the 
ICMAB. 
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The Journal is running a series of updates on IFRS, IAS, IFRIC and SIC. In this issue, Mr. 
Mohammad Samsul Arefin ACMA (UK), CGMA, FCMA has taken the responsibility to update 
the reflection on some latest pronouncements by IASB in their website. Mr. Arefin is a fellow 
member of the Institute of Cost and Management Accountants of Bangladesh (ICMAB). He is 
also a Chartered Global Management Accountant (CGMA) qualified from CIMA, UK.

Mr. Arefin has been working as Head of Internal Audit & Compliance in RAK Ceramics 
(Bangladesh) Limited. Before joining RAK, he also workedin BASF (Bangladesh) Limited 
and Novartis (Bangladesh) Limited in the field of Finance, Supply Chain Management and 
Procurement. He also successfully worked in several international projects in Malaysia & India 
undertaken by his employing organization.

IFRS Update
IASB completed review of the Standard on fair value measurement:

December 14, 2018
The International Accounting Standards Board 
(Board) has published a summary report on its 
Post-Implementation Review (PIR) of the fair value 
measurement Standard, IFRS 13, which showed that 
the Standard works as intended. In particular:

• The information required by IFRS 13 is useful to 
users of financial statements;

• Some areas of IFRS 13 present implementation 
challenges, largely in areas requiring judgement. 
However, evidence suggests that practice is 
developing to resolve these challenges; and

• No unexpected costs have arisen from application 
of IFRS 13.

The Board is now following up on feedback relating 
to disclosures about fair value measurement in 
its project on Targeted Standards-level Review of 
Disclosures, which is part of the Board’s work on 
Better Communication in Financial Reporting.

New Standard on leases now effective:
January 8, 2019
IFRS 16 Leases was issued in January 2016 and is 
effective for annual reporting periods starting on or 
after 1 January 2019. It replaces IAS 17 Leases and 
related Interpretations.

FRS 16 changes the accounting substantially for 

lessees. The new Standard eliminates a lessee’s 
classification of leases as either operating leases 
or finance leases. Instead, almost all leases are 
‘capitalized’ by recognizing a lease liability and right-
of-use asset on the balance sheet. There is little 
change for lessors. 

IFRS 16 will increase visibility of companies’ lease 
commitments and better reflect economic reality. 
The Standard will also make it easier for users of 
financial statements to compare companies that lease 
their assets with companies that borrow money to 
buy their assets, creating a more level playing field.

Amendments to IFRS 17 Insurance 
Contracts:
January 23, 2019
The International Accounting Standards Board 
(Board) is continuing its considerations of how 
to respond to the concerns and implementation 
challenges raised in relation to the new insurance 
contracts Standard, IFRS 17. The Board has tentatively 
decided to consider possible amendments to IFRS 
17 Insurance Contracts relating to the following 
topics so that it may ease the implementation of 
the Standard and also make easier for companies to 
explain the results of applying IFRS 17 to investors 
and others
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Topics:

a. Insurance acquisition cash flows;

b. Reinsurance contracts held; and

c. Recognition of the contractual service margin in 
profit or loss;

 Insurance Acquisition Cash Flows 
for Renewals outside the Contract 
Boundary:

The Board tentatively decided to amend IFRS 17 to 
require an entity to:

a. allocate to any expected contract renewals their 
related part of the insurance acquisition cash flows 
directly attributable to newly issued contracts.

b. recognise the insurance acquisition cash flows 
allocated to expected contract renewals as assets 
applying paragraph 27 of IFRS 17 until the renewed 
contracts are recognised.

c. assess the recoverability of any asset recognised 
applying paragraph 27 of IFRS 17 each period 
before the related contracts are recognised. The 
recoverability assessment would be based on the 
expected fulfillment cash flows of the related 
group of contracts.

d. recognise a loss in profit or loss for any 
unrecoverable carrying amounts of the asset 
recognised by applying paragraph 27 of IFRS 17.

e. recognise in profit or loss the reversal of some 
or all of any such loss previously recognised when 
the impairment conditions no longer exist or 
have improved.

Thirteen of 14 Board members agreed and one 
disagreed with this decision.

 Reinsurance Contracts Held:
The Board tentatively decided to amend IFRS 17 to:

a. expand the scope of the exception in paragraph 
66(c)(ii) of IFRS 17 to require an entity to 
recognize a gain in profit or loss when the entity 
recognizes losses on onerous underlying insurance 
contracts, to the extent that a reinsurance 
contract held covers the losses of each contract 
on a proportionate basis; and

b. require an entity to apply the expanded exception 
when the entity measures contracts applying the 
premium allocation approach.

The Board also tentatively decided to amend IFRS 17 
to expand the scope of the risk mitigation exception 
for insurance contracts with direct participation 
features in paragraph B115 of IFRS 17 so that the 
exception applies when an entity uses a derivative or 

a reinsurance contract held to mitigate financial risk, 
to the extent that the entity meets the conditions in 
paragraph B116 of IFRS 17.

 Recognition of the Contractual 
Service Margin in Profit or Loss in 
the General Model:

The Board tentatively decided:

a. to amend IFRS 17 so that in the general model 
the contractual service margin is recognised in 
profit or loss on the basis of coverage units that 
are determined by considering both insurance 
coverage and investment return service, if any;

b. to amend IFRS 17 to establish that an investment 
return service exists only when an insurance 
contract includes an investment component;

c. to amend IFRS 17 to require an entity to use 
judgment applied consistently in deciding whether 
an investment return service exists when 
determining coverage units, and not provide an 
objective or criteria for that determination. 
However, the Board instructed the staff to 
consider including in the Basis for Conclusions 
some of the analysis in the Board paper, to indicate 
what such judgments might involve;

d. to amend IFRS 17 to establish that the period of 
investment return services should be regarded as 
ending when the entity has made all investment 
component payments to the policyholder of the 
contract and should not include any period of 
payments to future policyholders;

e. to amend IFRS 17 to require assessments of 
the relative weighting of the benefits provided 
by insurance coverage and investment return 
services and their pattern of delivery to be made 
on a systematic and rational basis;

f. to confirm that, applying IFRS 17, cash flows 
relating to fulfilling the investment return service 
are included in the measurement of the insurance 
contract;

g. not to change the requirements of IFRS 17 relating 
to changes in fulfillment cash flows that adjust the 
contractual service margin in the general model; 
and

h. to amend IFRS 17 to establish that the one-
year eligibility criterion for the PAA should be 
assessed by considering insurance coverage and 
an investment return service, if any.

The Board will continue its discussions at future 
meetings and expects to publish a document 
for consultation on proposed narrow-scope 
amendments around the middle of the year. 
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UPDATE ON
Dhaka Stock Market

The Journal is running a series of updates on Dhaka Stock Market. In this issue 
of  THE COST & MANAGEMENT,  A K M Shahidul Kirmany ACMA(UK), 
CGMA, FCMA has given a reflection of relevant changes and updates on 
the Dhaka Stock Market. The analysis of the Dhaka Stock Market has been 
done considering the period from January 1, 2019 to February 28, 2019. Mr. 
Kirmany is presently working with the VIPB Asset Management Company 
Limited as Chief Operating Officer.

Macro-economy Update
Monetary policy review (2nd half of the 
Financial year 2019)

• BB has revised down the targeted ceiling of Private 
Sector Credit growth from last MPS, from 16.8% in 
Dec’18 to 16.5% in Jun’19. 

• BB has increased the targeted ceiling of Public 
Sector Credit growth from 8.5% in Dec’18 to 
10.9% in Jun’19. BB considered that government’s 
borrowing from banks would increase as 
government is currently more aggressive in 
implementing mega projects than the past. 

• The targeted ceiling of Domestic Credit growth 
has been kept unchanged at 15.9%.

• BB revised down the Average Inflation ceiling from 
5.8% to 5.6%. BB expects that inflation would be 
between 5.3% to 5.6% in Jun’19.

• BB has kept Repo and Reserve Repo Rate 
unchanged at 6.0% and 4.75% respectively.

• BB has kept the Reserve Money (RM) and Broad 
Money (M2) growth target unchanged at 7.0% and 
12.0% respectively while Net Foreign Asset (NFA) 
growth target has been reduced to -3.4%.

Particulars
H2FY19 
Target

H1FY19 
Target

H1FY19 
Actual

Average Inflation 5.60% 5.80% 5.54%

Repo rate 6.00%

Reserve repo rate 4.75%

Particulars
H2FY19 
Target

H1FY19 
Target

H1FY19 
Actual

Domestic Credit Growth 15.90% 15.90% 13.30%

Private Sector Credit Growth 16.50% 16.80% 13.30%

Public Sector Credit Growth 10.90% 8.50% 13.30%

Reserve Money Growth 7.00% 7.00% 8.20%

Broad Money (M2) Growth 12.00% 12.00% 9.40%

Net Foreign Assets Growth -3.40% -1.20% -0.20

• During the first half of the current fiscal year (FY19) 
export earnings from merchandise shipments 
marked a 14.42% rise than that of the period 
of the previous year. The earning from shipment 
of merchandise from July to December of FY19 
stands at $20.49 billion, which was $17.91 billion 
during the same period of FY 18.

• The country’s trade deficit eased by 12.46% or 
$0.95 billion in July-November of the current 
2018-2019 fiscal year compared with that in the 
same period of the last fiscal year due mainly to a 
rise in export earnings. In July-November of 2018-
2019, trade deficit stood at $6.66 billion, down 
from $7.61 billion in the same period of previous 
fiscal.  

• The National Board of Revenue (NBR) is planning 
to have own office buildings in every district to 
increase revenue col-lection by offering better 
customer services.

• Work on a set of infrastructure development 
projects aimed at increasing the capacity of Mongla 
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Port, the second largest seaport of the country, is 
likely to begin in the first quarter of this year.

• Growth in transaction through mobile financial 
services slowed down in 2018 despite significant 
growth in active MFS accounts. As per the latest 
central bank data, daily average transaction 
through mobile financial services grew by 7.17% in 
November 2018 compared with the daily average 
transaction in January of the year, when growth 
rate was 16.7%.

• Asian Development Bank (ADB) is going to give 
Bangladesh $200 million in loans to help improve 
the country's rural road network. The assistance 
will support the government's Rural Connectivity 
Improvement Project (RCIP), upgrading about 
1,700 kilometers of rural roads in 34 districts of 
five divisions to all-weather standards.

• The government in just five months (July-
November) collected BDT 21,661.93 crore from 
the sales of national savings certificates, which is 
82.69% of its target of collection for the entire 
fiscal year (2018-2019). In July-November of FY19, 
NSC sales increased by 2.31% or BDT 489.86 
crore compared with that of BDT 21,172.07 crore 
in the same period of the previous fiscal year. The 
rates offered by the NSCs are between 11.04% 
and 11.76%.  

• Small and medium entrepreneurs’ loan from banks 
and non-bank financial institutions declined by 
6.01% in 9MCY2018 on YoY basis. According to 
Bangladesh Bank officials, liquidity crisis may have 
contributed loan crunch, in addition to adjustment 
of advance-deposit ratio.

• To get an image makeover, Farmers Bank has been 
renamed as Padma Bank. As of September of 2018, 
default loans stood at BDT 30.7 billion at Farmers 
bank, up from BDT 7.2 billion in 2017.

• The central bank is set to raise paid-up capital 
of scheduled banks to BDT 5.0 billion from the 
existing BDT 4.0 billion over the next two years, to 
maintain proportionality of bank’s paid-up capital 
compared to GDP size. Currently 17 banks have 
paid-up capital of BDT 5.0 bn or more, while rest 
other banks will have to increase its capital base 
or issuing rights shares or floating initial public 
offerings (IPOs) within the timeframe. Meanwhile, 
the foreign banks will have to inject fresh funds 
from overseas to meet the capital requirement.

• The volume of classified loans in the country's 

banking system jumped by over 26% or Tk 196.08 
billion (19,608 crore) in the last calendar year 
despite close monitoring by the central bank. The 
non-performing loans (NPLs) rose to Tk 939.11 
billion (93,911 crore) as of December 31 in the 
last calendar year from Tk 743.03 billion on the 
same day in 2017. The amount was Tk 621.72 
billion as of December 31, 2016.

Stock Market Updates
January 1, 2019 to February 28, 2019

• The benchmark index of Dhaka Stock Exchange 
(DSEX) was up by 6.06% during the period. The 
daily turnover was highest on January 27, 2019.

Changes in Indices (from December 27, 2018 
to February 27, 2019)

Index Open Close Point Change % Change

DSEX     5,385.64    5,711.83        326.19 6.06%

DSES     1,232.82    1,314.64         81.82 6.64%

DS30     1,880.78    1,998.65        117.87 6.27%

DSE Performance (from January 1, 2019 to 
February 27, 2019)

 4,500

 5,500

 6,500

 7,500

 8,500

 9,500

 10,500

 11,500

 12,500

 5,400

 5,500

 5,600

 5,700

 5,800

 5,900

 6,000

1/
Ja

n/
19

2/
Ja

n/
19

3/
Ja

n/
19

6/
Ja

n/
19

7/
Ja

n/
19

8/
Ja

n/
19

9/
Ja

n/
19

10
/Ja

n/
19

13
/Ja

n/
19

14
/Ja

n/
19

15
/Ja

n/
19

16
/Ja

n/
19

17
/Ja

n/
19

20
/Ja

n/
19

21
/Ja

n/
19

22
/Ja

n/
19

23
/Ja

n/
19

24
/Ja

n/
19

27
/Ja

n/
19

28
/Ja

n/
19

29
/Ja

n/
19

30
/Ja

n/
19

31
/Ja

n/
19

3/
Fe

b/
19

4/
Fe

b/
19

5/
Fe

b/
19

6/
Fe

b/
19

7/
Fe

b/
19

10
/F

eb
/1

9
11

/F
eb

/1
9

12
/F

eb
/1

9
13

/F
eb

/1
9

14
/F

eb
/1

9
17

/F
eb

/1
9

18
/F

eb
/1

9
19

/F
eb

/1
9

20
/F

eb
/1

9
24

/F
eb

/1
9

25
/F

eb
/1

9
26

/F
eb

/1
9

27
/F

eb
/1

9

T
o

ta
l V

al
u

e 
in

 T
k.

 (
m

n
)

D
SE

X
 IN

D
EX

DSEX and Turnover movement 

• Banks, Telecommunication, Pharmaceuticals & 
Chemicals, Fuel & Power holds 17.78%, 15.53%, 
14.51%, 14.08% of the market capitalization 
respectively.

• Sectoral Market Capitalization and turnover 
as on January 31, 2019

Sector
Market 

Capitalisation 
Tk. in mn

% of total 
Market 

Cap

Turnover 
Tk. in mn

% of total 
Turnover

Banks 642,506.17 17.78% 29,528.34 13.21%

Financial 
Institutions

209,072.59 5.79% 17,123.05 7.66%

Insurance 118,887.82 3.29% 28,083.28 12.57%
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Sector
Market 

Capitalisation 
Tk. in mn

% of total 
Market 

Cap

Turnover 
Tk. in mn

% of total 
Turnover

Mutual Funds 37,644.12 1.04% 1,242.95 0.56%

Food & Allied 
Product

285,305.92 7.89% 9,842.19 4.40%

Pharmaceuticals 
& Chemicals

524,404.64 14.51% 22,729.74 10.17%

Textile 149,144.39 4.13% 30,623.81 13.70%

Engineering 210,632.13 5.83% 28,211.49 12.62%

Ceramic 31,637.90 0.88% 2,198.61 0.98%

Tannery 27,799.66 0.77% 3,137.81 1.40%

Paper & 
Printing

16,980.79 0.47% 1,142.96 0.51%

Jute 4,720.61 0.13% 1,257.92 0.56%

Cement 105,308.25 2.91% 2,253.88 1.01%

Fuel & Power 508,696.22 14.08% 20,128.49 9.01%

Services & 
Realestate

20,108.10 0.56% 3,092.21 1.38%

IT - Sector 17,922.90 0.50% 7,204.50 3.22%

Telecommunication 561,056.58 15.53% 4,934.99 2.21%

Travel and 
Leisure

21,888.58 0.61% 1,567.28 0.70%

Miscellaneous 117,266.40 3.24% 9,167.37 4.10%

Corporate 
Bond

2,799.00 0.08% 8.58 0.00%

Grand 
Total

3,613,782.77 100.00% 223,479.45 100.00%
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• Sectoral Turnover for the month January, 
2019
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• Top 10 Companies by Market Cap as on 
January 31, 2019

Sl 
No.

Name 
 Mkt.Cap.  

Tk. Mn
 % of total 
Mkt. Cap. 

1 Grameenphone Ltd. 537,689.47 14.88

2 British American Tobacco Bangladesh 214,044.00 5.92

3 Square Pharmaceuticals Ltd. 207,745.93 5.75

4 United Power Generation 187,466.74 5.19

5 Renata Ltd. 91,778.46 2.54

6
Investment Corporation of 
Bangladesh

85,674.59 2.37

7 BRAC Bank Ltd. 84,191.27 2.33

8 Berger Paints Bangladesh Ltd. 68,254.33 1.89

9 Lafarge Surma Cement Ltd 51,216.57 1.42

10 Olympic Industries Limited 48,065.31 1.33

• Top ten gainers and losers in terms of 
market price (from December 27, 2018 to 
February 27, 2019)

Top ten gainer Top ten loser

TICKER
GAIN (%) ()

()(%)
TICKER LOSS (%)

SONARBAINS 348.67% IMAMBUTTON -38.98%

UNITEDINS 233.86% MEGCONMILK -28.13%
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Top ten gainer Top ten loser

TICKER
GAIN (%) ()

()(%)
TICKER LOSS (%)

PROVATIINS 136.26% JUTESPINN -26.78%

AGRANINS 116.18% MEGHNAPET -26.16%

EASTERNINS 108.52% SEMLIBBLSF -25.00%

ASIAINS 98.29% INTECH -22.60%

BSCCL 86.31% TUNGHAI -18.52%

MONNOCERA 68.44% SHASHADNIM -17.19%

RENWICKJA 68.26% NATLIFEINS -16.70%

BNICL 52.44% CAPMIBBLMF -16.67%

• 56,448 new beneficiary owner (BO) accounts 
were opened in 2018, bringing the total number to 
2,778,796.

• Small-cap companies will be able to raise funds 
from the capital market soon, a development 
that is being viewed with trepidation by analysts. 
Companies with paid-up capital between Tk 5 
crore and Tk 30 crore will be eligible to raise funds 
on the small capital platform. The two bourses have 
already made the technical and logistic preparation 
to initiate the small capital board and are now 
awaiting the publication of rules.

• The Bangladesh Securities and Exchange 
Commission is laying auto-flagging system at 
Central Depository Bangladesh Limited to block 
sales of shares by sponsors/directors of the listed 
companies without any disclosure. The sponsors/
directors were often found selling shares without 
any declaration to public, and without prior 
regulatory approval as they fell short of mandatory 
minimum shareholding of 2% individually and 
30% jointly. The regulator has recently formed a 
committee headed by its executive director Farhad 
Ahmed to work with the issue. Chief technology 
officers of CDBL and stock exchanges are also on 
the committee.  

• About 187 listed firms were penalized by the 
Bangladesh Securities and Exchange Commission 
(BSEC) for violations of securities laws in 2018. 
In most cases, the violations took place centering 
the price sensitive information of listed companies, 
and often involved company directors and their 
employees, investigations by BSEC found. Besides, 
merchant banks, securities houses and investors 
were also on the list of law offenders.  

• Of BDT 227.6 billion foreign portfolio 
investment, 60% of the investment concentrated 
in pharmaceuticals, bank and food and allied 
sectors in DSE throughout 2018. Foreign portfolio 

investment contributed 6.78% of total market 
capitalization as of November 30, 2018. According 
to DSE Managing Director, good corporate 
governance, attractive earnings per share (EPS), 
and bright business outlook prompted such foreign 
investment, while it may go up in 2019 because of 
political stability. 

• The Managing Director of DSE expects to 
introduce ETF, derivatives, ATB, and SME platform. 
DSE plans to develop long -term infrastructure 
bond with the help of a Chinese consortium.

• Dhaka Stock Exchange has decided to propose that 
Bangladesh Securities and Exchange Commission 
increase the lock-in period on the trading of 
placement shares to three years from the current 
one year. 

• The net profit of the Dhaka Stock Exchange (DSE) 
gradually declined in last five fiscal years (FYs) as 
the 'trade volume' plummeted during the period. 
The net profit of the prime bourse declined 
despite the revenue gradually rose in last five 
FYs. The officials of the premier bourse said the 
increased cost for maintenance and construction 
and the newly-imposed tax on their income were 
blamed for the decline of the net profit.

Disclaimer:
 Investing involves risk. The value of an investment and the 

income from it will fluctuate and investors may not get back the 

principal invested. Past performance is not indicative of future 

performance. It is for informational purposes only. This document 

does not constitute investment advice or a recommendation to 

buy, sell or hold any security and shall not be deemed an offer to 

sell or a solicitation of an offer to buy any security. Certain data 

used are derived from various sources believed to be reliable, 

but the accuracy or completeness of the data is not guaranteed 

and no liability is assumed for any direct or consequential losses 

arising from their use. This material has not been reviewed by any 

regulatory authorities.

Sources of the information:
• Website of Dhaka Stock Exchange

• The Daily Financial Express

• The Daily Star

• The Daily New Age 
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World
CMA Students’

Mr.  Md. Negam Uddin is a final level student of ICMAB. He has completed 
1900 marks. His home district is Thakurgoan. He completed BBA in Accounting 

from National University. Currently he is working with Accounts & finance 
Team in Square Textile Ltd. During his College and School life, he has 

participated in various games, sports and cultural activities.

Why do you pursue CMA education from 
ICMAB? 
I am a Dreamer. When I was a student of National 
University in 2nd year from that time I used to 
dream to become a professional Accountant. 
That time I used to get lots of information about 
Career and future of professional Accountant 
from my senior brothers. After completing my 
BBA final examination, I got admitted in ICMAB 
without considering anything else Like MBA or 
Other. My passion is to be a competent professional 
Accountant to become the best corporate leader. 
Someone said it’s tough to pass in exam. But I paid 
little heed to such information. Gradually I realized 
this degree can materialize my dreams in life. That’s 
why I pursued CMA study.

How do you make a comparison between CMA 
education and other academic qualifications?
The world is changing & becoming more dynamic 
in every moment, there is no alternative way to be 
a best professional, for this reason I consider CMA 

This section focuses on reflections from young students of ICMAB and how they have been 
pursuing their CMA career path and facing challenges in CMA study at the beginning of their 
career.

educational qualification is one of the best. Let’s see 
a real case. I am working for Square Textile. I am 
enjoying lots of privilege than my other colleagues 
because they don’t have CMA professional 
education. Many got admitted here after completing 
their BBA and MBA. That means CMA education 
start at the end of academic education. At the end, 
 I can say academic education is focused on theoretical 
knowledge whereas CMA is focused on case-based 
application of that theoretical knowledge.  

What are the main challenges you faced in 
studying CMA education?
We are facing many challenges while studying at 
ICMAB. Though being a student of ICMAB I can 
see there are lots of helping hand towards us. If we 
want to utilize, then we shall be benefited.  Although 
ICMAB provides career counseling, seminar on 
various topics, I personally feel that it is not enough. 
It should arrange more workshop, seminar & training 
facilities for the students.
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Do you think that CMA qualification will help 
you to get added advantage in the job market?
I believe in today’s competitive world CMA degree 
will give a competitive advantage. I can realize it 
from my work place. CMA education is structured 
to solve uncertain and complex financial situation. 
Moreover, corporate level job mostly depends on 
our networking, from this point of view, I think, CMA 
is one of the finest profession in the world. 

What are the strategy you are following to 
complete the CMA education?
Each student has their unique style to study CMA 
Education. I am following strategy mentioned below: 

1. Time Setting: Firstly I develop a routine by 
allocating time chapter wise and subject wise.

2. Selection of book: I select best book for each 
chapter.

3. Reading: 1st time I read all chapter without 
sorting.

4. Time investing:  I spend lots of time to understand 
concept of each chapter.

In exam hall I follow below mentioned procedure 
to answer the question. 
1. Question selection and 
2. Time management for each question.

What do you expect to get from ICMAB as a 
student?
Frankly speaking, I am so happy to be a student of 
ICMAB. This institution is helping me to materialize 
my dream.  Although this institution provides lots of 
facilities, I have following expectations from ICMAB.

1. It should arrange Seminar, workshop, program like 
‘Meet the CEO & CFO “which was held some 
days ago for the betterment of students. Today’s 
student will become tomorrow’s flag bearer of 
ICMAB, so various knowledge based workshop 
can be arranged for students

2. It should develop proper study material for All 
Levels.

3. It should introduce some innovative competition 
for the students beyond the traditional system 
of study & encourage the students to participate 
and develop their skill.

Could you remember any memorable event 
during your study at ICMAB?
There are lots of memorable events during my 
study at ICMAB. One of that when I got 5 subject 
(AFA-2, SMA, ACA, Audit, SMOB) passed. Till now I 

can remember that moment. That feeling was really 
awesome and memorable to me.

Do you think the CMA qualification will be 
able to fulfill your aspirations?
Definitely, I believe if I am able to qualify CMA 
examination, I will be able to fulfill my dreams.  As 
I want to be a business leader, CMA helps me to 
gather knowledge about Accounting, IAS, IFRS, ISA, 
Finance, Companies Act, VAT & Taxation, Strategic 
Management and so on. Hope this knowledge will 
boost up my confidence in the coming days.

I believe CMA will be my ladder to achieve my 
dreams. May Allah grant me success. 

[Interviewed by Sazedul Hoq ACMA]

When I was a student of 
National University in 

2nd year from that time I 
used to dream to become a 
professional Accountant. 

That time I used to get lots 
of information about Career 

and future of professional 
Accountant from my senior 

brothers. After completing my 
BBA final examination, I got 
admitted in ICMAB without 

considering anything else Like 
MBA or Other. My passion is 

to be a competent professional 
Accountant to become the best 

corporate leader. Someone 
said it’s tough to pass in 

exam. But I paid little heed to 
such information. Gradually 

I realized this degree can 
materialize my dreams in life. 

That’s why I pursued 
 CMA study.
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47th Annual General
Meeting of ICMAB

The 47th Annual General Meeting of the Institute of 
Cost and Management Accountants of Bangladesh 
(ICMAB) was held on December 28, 2018 at ICMAB 
Ruhul Quddus Auditorium, ICMA Bhaban, Nilkhet, 
Dhaka.

Mr. Mohammed Salim FCMA, President of the 
Institute presided over the Meeting. Mr. Md. 
Abdur Rahman Khan FCMA, Secretary of ICMAB 
presented the Report of the Institute’s Council for 

the year 2017-2018. Prof. Dr. Swapan Kumar Bala 
FCMA, Treasurer of ICMAB presented the Audited 
Accounts and Financial Reports of the Institute for 
the year 2017-2018. 

Mr. M. Abul Kalam Mazumdar FCMA and Mr. Arif 
Khan FCMA, Vice Presidents of the Institute replied 
to the questions as raised by the members relating 
to the Examination and Education.

Past Presidents, Council Members and a large 
number of Fellow and Associate Members of the 
Institute attended the Annual General Meeting.

NEWS
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ICMAB DELEGATION MEETS

COMMERCE MINISTER
A delegation of ICMAB headed by its President 
Mr. Mohammed Salim FCMA called on Mr. Tipu 
Munshi, MP, Minister, Ministry of Commerce, 
Government of the People’s Republic of 
Bangladesh at his office on January 15, 2019.

ICMAB President updated the honorable 
Minister about the overall affairs of the Institute 
and particularly about the development issues 
of CMA profession. He also sought help of the 
Minister for further development of ICMAB.

The Minister highly appreciated the role of the 
professional accountants in the economic development 
of the country and assured to provide full co-operation 
for the development of CMA profession.

Among others Past Presidents Mr. M. Abul Kalam 
Mazumdar FCMA, Prof. Mamtaz Uddin Ahmed FCMA 
and Mr. Jamal Ahmed Choudhury FCMA, Treasurer Prof. 
Dr. Swapan Kumar Bala FCMA and Executive Director 
Mr. Md. Mahbub Ul Alam FCMA were present in the 
meeting.
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ICMAB DELEGATION MEETS

INDUSTRIES MINISTER
A delegation of ICMAB headed by its President 
Mr. Mohammed Salim FCMA called on Mr. Nurul 
Majid Mahmud Humayun, MP, Minister, Ministry of 
Industries, Government of the People’s Republic of 
Bangladesh at his office on February 07, 2019.

ICMAB President updated the honorable Minister 
about the overall affairs of the Institute, particularly 
the development issues of CMA profession. He also 
sought help of the Minister for further development 
of ICMAB.

The Minister highly appreciated the role of 
the Professional Accountants in the economic 
development of the country and assured to provide 
full co-operation for the development of CMA 
profession.

Among others Past Presidents Mr. M. Abul Kalam 
Mazumdar FCMA, Mr. Arif Khan FCMA, Secretary 
ICMAB Mr. Md. Abdur Rahman Khan FCMA and 
Executive Director Mr. Md. Mahbub Ul Alam FCMA 
were present in the meeting.
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ICMAB organized a Continuing Professional Development 
(CPD) Program on “Global Finance Career in Digital Era” at 
ICMAB Bhaban, Dhaka on January 08, 2019. Mr. Mohammad 
Nizam Uddin FCMA, Regional Head of Finance, Northern 
Europe,  Apple Inc. presented the technical paper on the topic.

Mr. Mohammed Salim FCMA, President of ICMAB delivered 
the welcome speech while Mr. Md. Kausar Alam FCMA, Vice-

Chairman, Seminar & Conference 
Committee offered vote of thanks in 
the program.

A good number of professional CMAs 
took part in the question & answer 
Session which made the program very 
lively.

ICMAB CPD program 
on

Global Finance 
Career in Digital Era
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ICMAB arranged a Continuing Professional Development (CPD) 
Program on “Enhancement of Finance Potentiality in Freelancing 
works” at ICMAB Ruhul Quddus Auditorium, ICMAB Bhaban, 
Dhaka on January 24, 2019.

Mr. Md. Nazrul Islam Khan, Former Secretary, ICT Ministry & 
Education Ministry, Government of the People's Republic of 
Bangladesh attended the program as Chief Guest.

Mr. Mohammed Salim FCMA, President 
of the Institute presided over the 
Program. Technical Experts of “Coders 
Trust Bangladesh” presented the 
technical paper on the topic.

Mr. Md. Kausar Alam FCMA, Vice-
Chairman, Seminar & Conference 
Committee delivered the welcome 
speech while Mr. Md. Abdur Rahman 
Khan FCMA, Secretary ICMAB offered 
vote of thanks in the program.

A good number of professional CMAs 
and part qualified students took part in 
the question & answer Session which 
made the program very lively.

ICMAB CPD program 
on

Enhancement of 
Finance Potentiality 
in Freelancing works
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The Institute arranged a Continuing Professional Development 
(CPD) Program on “Young Entrepreneurship Role Model in the age 
of Technological Disruption” at ICMAB Ruhul Quddus Auditorium, 
ICMAB Bhaban, Dhaka on February 5, 2019.

Professor Dr. Mijanur Rahman, Vice-Chancellor, Jagannath University, 
Dhaka attended the program as Chief Guest.

Mr. Mohammed Salim FCMA, President of the Institute presided 
over the Program. Young Entrepreneur Mr. Hussain M Elius, Chief 

Executive Officer, Pathao Bangladesh 
took part in the session on the topic 
as key note speaker.

Mr. Naba Krishna Muni FCMA, 
Chairman, Young Leadership 
Development Committee, ICMAB 
delivered the welcome speech while 
Mr. Md. Abdur Rahman Khan FCMA, 
Secretary ICMAB offered vote of 
thanks in the program.

A good number of professional 
CMAs and part qualified students 
took part in the question & answer 
session which made the program 
very lively.

ICMAB CPD program
on

Young Entrepreneurship 
Role Model in the age of 

Technological Disruption
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President and Past President attend 

SAFA Board & Committees Meetings in India

SAFA Board, Assembly, 
Committees Meetings & 59th 
National Cost Convention 
(NCC) and SAFA International 
Conference held on January 20-
22, 2019 at Hotel J W Marriott 
Pune, India where ICMAB 
President Mr. Mohammed Salim 
FCMA played very crucial role 
in all the events.  The Institute 
of Cost Accountants of India 
organized these meetings & 
SAFA events & Conference. 
Past President Mr. AKM 
Delwer Hussain FCMA, SAFA 
Committee on Small and 
Medium Practices and Mr. Abu 
Bakar Siddique FCMA, Council 
Member of ICMAB attended the 
SAFA Committee on Accounting 
Standards as the Committee 
Members. All leaders of 
professional accounting bodies 
of SAFA joined the meeting.
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The Institute of Cost and Management Accountants 
of Bangladesh (ICMAB) and United International 
University (UIU) have signed an MOA on February 
17, 2019. The signing ceremony was held at the 
permanent campus of UIU. Professor Dr. Chowdhury 
Mofizur Rahman, Vice Chancellor of United 
International University and Mr. Mohammed Salim 
FCMA, President of ICMAB has signed the MoA on 
behalf of the respective organizations. Other high 
level officials from both the organizations were 
present in the signing ceremony. 

Under this MoA, both the organizations will work 
to develop the talent pool to serve the economy of 
the country. Students of ICMAB (admitted through 

The world renowned accounting 
body ACCA has agreed to give 
exemption maximum nine subjects 
for ICMAB members. On 17 
February 2019, Country Director 
and high officials of ACCA handed 
over the exemption letter to the 
ICMAB President Mr. Mohammed 
Salim FCMA. Now ICMAB members 
as well as students will be able to 
avail this opportunity to obtain this 
global qualification. Full details of the 
syllabus, study guide and examination 
are  available on ACCA’s website at 
http://www.accaglobal.com. 

Think Ahead   ACCA  

Intermediate Entry Route) can avail the opportunity 
of under-graduate degree (BBA in AIS) from UIU 
with less cost and time while they are continuing 
their professional studies with ICMAB. ICMAB 
members can also get MBA degree from UIU as 
per the accelerated route as agreed upon. Both the 
organizations can hold seminars, conferences and 
workshops jointly. Faculty exchange program under 
the MoA will improve the quality of class room 
delivery where students of both the organizations 
will be benefited from the blending of academics 
and professionals. It is expected that the tie up 
between a professional institute and university will 
play a significant role in developing the academic 
environment of the country.

ICMAB – UIU signed Memorandum of 
Agreement (MoA)

ACCA gave highest 9 papers 
exemption to ICMAB 

members and students
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ICMAB President Mr. Mohammed Salim FCMA has 
inaugurated the newly constructed students’ pantry 
on January 27, 2019. Two storied students’ pantry has 
been built at the conjunction ofICMAB main building 
and ICMAB Annex building where around 60 students 
can take their meal at a time. The pantry area has been 

furnished with modern chairs, tables and 
wash basins. Council members, officials and a 
good number of students were present in the 
occasion. Students in their speech thanked 
the Council for fulfilling their long cherished 
demand.

Students' Pantry
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BRANCH
COUNCILS activities

DBC News

The Dhaka Branch Council (DBC) of the ICMAB 
organized a “Certificate Course on Capital Raising 
(Equity & Debt) through Private Placement & Initial 
Public Offering (IPO) – Process, Procedure and 
Corporate Governance”, Module-3 for ICMAB 
Members & Students on January 10, 2019 at ICMA 
Bhaban, Nilkhet, Dhaka. The Program was presided 
over by DBC Chairman Mr. A.K.M. Kamruzzaman 
FCMA. Mr. Kamrul Anam Khan ACMA, Director, 
Bangladesh Securities & Exchange Commission 
(BSEC) was present as the Chief Guest. Mr. Khairul 
Bashar Abu Taher Mohammed, the Senior Executive 

Vice President (SEVP) & Chief Executive Officer 
(CEO) of MTB Capital Ltd. & Secretary General, 
BMBA was present as the key Resource Person. 
Among others Institute's Past President of ICMAB, 
Past Chairmen, current office bearers and other 
council members of DBC and a large number of 
fellow and associate members and Students of 
ICMAB were present and actively participated in the 
program. Mr. A.K.M. Zakaria Hossain FCMA, Council 
Member of DBC offered welcome address and 
nicely conducted the program. Mr. Md. Bakhtiar Alam 
FCMA, Secretary of DBC offered vote of thanks.

“Certificate Course on
Capital Raising (Equity & Debt) through Private Placement & Initial Public 

Offering (IPO) – Process, Procedure and Corporate Governance”

Dhaka Branch Council (DBC) Elected for the term – 2019:
Sl. No. Name of the Members Mem. No.

01. Mr. Md. Abdus Satter Sarkar FCMA F-0457
02. Mr. A.K.M. Zakaria Hossain FCMA F-0539
03. Mr. Muhammad Nazrul Islam FCMA F-0627
04. Mr. S. M. Afjal Uddin FCMA F-0660
05. Mr. Md. Bakhtiar Alam FCMA F-0723
06. Mr. Zillur Rahman FCMA F-0749
07. Mr. Md. Mumlook Hossain FCMA F-0761
08. Dr. Syed Abdulla Al Mamun FCMA F-0892
09. Mr. Safiul Azam FCMA F-0924
10. Mr. Sudhangsu Kumar Saha ACMA A-1372
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DBC NewsBRANCH COUNCILS activities

The Dhaka Branch Council (DBC) of the ICMAB 
organized a “Certificate Course on Capital Raising 
(Equity & Debt) through Private Placement & Initial 
Public Offering (IPO) – Process, Procedure and 
Corporate Governance”, Module-4 for ICMAB 
Members on February 02, 2019 at ICMAB Bhaban, 
Nilkhet, Dhaka. The Program was presided over by 
DBC Chairman Mr. A.K.M. Kamruzzaman FCMA. 
Mr. Md. Ferdous Mazid, Director, AAA Finance & 
Investment Ltd. was present as the Chief Guest. Mr. Md. 
Jalilur Rahman, Manager, Listing Affairs Department, 

“Certificate Course on IAS & IFRS”, Module-4

Dhaka Stock Exchange Limited was present as the 
key Resource Person. Among others Institute's Past 
President of ICMAB, Past Chairmen, current office 
bearers and other council members of DBC and a 
large number of fellow and associate members of 
ICMAB were present and actively participated in the 
program. Mr. A.K.M. Zakaria Hossain FCMA, Council 
Member of DBC offered welcome address and nicely 
conducted the program. Mr. Md. Abdus Satter Sarkar 
FCA, FCMA, Vice-Chairman of DBC offered vote of 
thanks.

“Certificate Course on
Capital Raising (Equity & Debt) through Private Placement & Initial Public 

Offering (IPO) – Process, Procedure and Corporate Governance”

ACI Limited was present as the key Resource 
Person. Among others Institute's Past President of 
ICMAB, Past Chairmen, current office bearers and 
other council members of DBC and a large number 
of fellow and associate members of ICMAB were 
present and actively participated in the program. Mr. 
A.K.M. Zakaria Hossain FCMA, Council Member of 
DBC offered welcome address and nicely conducted 
the program. Mr. Muhammad Nazrul Islam FCMA, 
Council Member of DBC offered vote of thanks.

The Dhaka Branch Council (DBC) of the ICMAB 
organized a “Certificate Course on IAS & IFRS”, 
Module-5 on January 26, 2019 at ICMAB Bhaban, 
Nilkhet, Dhaka. The Program was presided over 
by DBC Secretary Mr. Md. Bakhtiar Alam FCMA. 
Mr. Md. Ali Haider Chowdhury FCMA, Director 
& CEO, Unicom Group was present as the Chief 
Guest. Dr. Syed Abdulla Al Mamun FCMA, Chairman 
of Dhaka Branch Seminar & Conference Committee 
was present as the Commentator. Mr. Md. Kishlur 
Rahman FCA, FCMA, Corporate Finance Manager, 
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DBC NewsBRANCH COUNCILS activities

ICMAB Students’ Orientation Program & Distribution of Scholarship

Kamruzzaman FCMA in his speech emphasized 
the role of CMA in the context of present and 
future global economy and competitive business 
environment. The special Guest & Guest of Honor 
Mr. A. S. M. Shaykhul Islam FCMA & Mr. Mohammed 
Salim FCMA also spoke about CMA profession. 

Mr. Md. Abdus Satter Sarker FCA, FCMA, Vice-
Chairman welcomed the guest and Mr. Safiul Azam 
FCMA, Treasurer offered the vote of thanks. Dr. Syed 
Abdulla Al Mamun FCMA, DBC Member & resource 
person presented a paper on CMA education 
and profession. , For the first time in the History 
of ICMAB, arranged a fully paid 3 nights/ 4 days’ 
study tour package in Nepal awarded to the best 
presenter among new Students sponsored by Aloha 
Bangladesh.

Among others Mr. Arif Khan FCMA, Vice President & 
Chairman, Education Committee, Mr. M. Abul Kalam 
Mazumdar FCMA, Vice President & Chairman, 
Examination committee, Mr. Md. Mahbub Ul Alam 
FCMA, Executive Director were present and spoke 
in the program. A large number of newly admitted 
students and members of the Institute were also 
present in the program.

The Dhaka Branch Council of The Institute of Cost 
and Management Accountants of Bangladesh (ICMAB) 
organized "Career Counseling & Orientation 
Program and Distribution of Scholarship” program 
for the newly admitted students (January-June, 2019) 
session at the ICMAB Ruhul Quddus Auditorium, 
Nilkhet, Dhaka on February 07, 2019. 

Dr. Md. Salim Uddin FCA, FCMA, Chairman – 
Bangladesh House Building Finance Corporation 
Chairman – Executive Committee, Islami Bank 
Bangladesh Ltd. and Professor – Department of 
Accounting – University of Chattagram was present 
as the Chief Guest. Mr. A. S. M. Shaykhul Islam 
FCMA, CEO (In-charge) & CFO, Rupayan Group 
was present as the Special Guest. Mr. Mohammed 
Salim FCMA, Hon’ble President of the Institute 
was present as the Guest of Honor. Mr. A.K.M. 
Kamruzzaman FCMA, Chairman of Dhaka Branch 
Council presided over the program. 

The Chief Guest Dr. Md. Salim Uddin in his speech 
appreciated the role of Cost and Management 
Accountants for the economic development of the 
country. He advised the students to pursue the CMA 
education with dedication and sincerity. Mr. A.K.M. 
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DBC NewsBRANCH COUNCILS activities

Certificate Course on Income Tax Management, Module-4:

Homage to the Martyrs of Language Movement

Taxes (DCT), National Board of Revenue, GOB. was 
present as the key Resource Person. Among others 
Institute's Past President of ICMAB, Past Chairmen, 
current office bearers and other council members 
of DBC and A large number of fellow and associate 
members of ICMAB were present and actively 
participated in the program. Mr. A.K.M. Zakaria 
Hossain, Council Member of DBC offered welcome 
address and nicely conducted the program. Mr. Safiul 
Azam FCMA, Treasurer of DBC offered vote of 
thanks.

who laid down their lives for their mother language. 
Mr. A.K.M. Kamruzzaman FCMA, Chairman of DBC 
led the procession, which was also attended by the 
Past Presidents of the Institute Mr. Rafiq Ahmad 
FCMA, Mr. Md. Abdul Aziz FCMA, President Mr. 
Mohammed Salim FCMA, Secretary Mr. Md. Abdur 
Rahman Khan FCMA, DBC Vice-Chairman Mr. Md. 
Abdus Satter Sarkar FCA, FCMA & DBC Secretary 
Mr. Md. Bakhtiar Alam FCMA.

The Dhaka Branch Council (DBC) of the ICMAB 
organized a “Certificate Course on Income Tax 
Management “Company Return submission and 
Company Tax assessment” Module-4 on February 
12, 2019 at ICMA Bhaban, Nilkhet, Dhaka. The 
Program was presided over by DBC Vice-Chairman 
Mr. Md. Abdus Satter Sarkar FCA, FCMA. Mr. Jayanta 
Kumar Podder FCMA, CEO & Principal, Podder & 
Associates, Cost and Management Accountants was 
present as the Session Chairman. Mr. Sudhangsu 
Kumer Saha, ACMA, Deputy Commissioner of 

The DBC of ICMAB organized a Probhat Ferry 
on 21st February, 2019 in observance of Amar 
Ekushey which is now internationally recognized as 
the International Mother Language Day. Associate 
and Fellow members of the Institute, their family 
members, a good number of ICMAB students and 
DBC staff took part in the Probhat Ferry. Floral 
wreath was placed at the central Shahid Minar to 
commemorate the contribution of the brave patriots 

90 THE COST AND MANAGEMENT
ISSN 1817-5090, VOLUME-47, NUMBER-01, JANUARY-FEBRUARY 2019



DBC NewsBRANCH COUNCILS activities

events important ones are: Cultural Program, raffle 
draw, pillow-passing for the babies, and children’s 
sports. Office Bearers of the National Council and 
Office Bearers of Dhaka Branch Council attended 
the enthusiastic picnic.

The Annual Picnic-2018 organized by the Dhaka 
Branch Council of ICMAB was held on February 15, 
2019 at Pubail Resort Club, Pubail, Gazipur. More 
than 800 Dhaka-based members, guests, and family 
members participated in the picnic and spent the 
whole day with joy and merriment. Among the 

Annual Picnic 2018

The Dhaka Branch Council (DBC) of the ICMAB 
organized a “Certificate Course on Income Tax 
Management ““Deduction of Tax at Source, Advance 
Income Tax, With-holding Tax Return and Statement 
under Section 108/A” Module-3 on January 17, 2019 
at ICMA Bhaban, Nilkhet, Dhaka. The Program was 
presided over by DBC Vice-Chairman Mr. Md. Abdus 
Satter Sarkar FCA, FCMA. Mr. Mohammad Jahid 

Certificate Course on Income Tax Management, Module-3:
Hasan, Member, Taxes Appellate 
Tribunal, NBR, Dhaka was present 
as the Chief Guest. Mr. Sudhangsu 
Kumer Saha, ACMA, Deputy 
Commissioner of Taxes (DCT), 
National Board of Revenue, GOB. 
was present as the key Resource 
Person. Among others Institute's 
Past President of ICMAB, Past 

Chairmen, current office bearers and other council 
members of DBC and A large number of fellow 
and associate members of ICMAB were present 
and actively participated in the program. Mr. A.K.M. 
Zakaria Hossain, Council Member of DBC offered 
welcome address and nicely conducted the program. 
Mr. Md. Bakhtiar Alam FCMA, Secretary of DBC 
offered vote of thanks.
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CBC NewsBRANCH COUNCILS activities

Celebration of
CBC Fellowship Night-2018 
The Chattogram Branch Council (CBC) of the Institute of Cost and Management Accountants of Bangladesh 
has celebrated CBC Fellowship Night 2018, which was held on January 19, 2019 at Convention Hall, Boat 
Club, Chattogram.

Mr. M. Abul Kalam Mazumdar FCMA, Past-President, ICMAB was present in the program as Chief Guest. 
A good number of Fellow & Associate members of Dhaka & Chattogram of the Institute along with their 
spouses and children attended the function. Qazi Meraz Uddin Arif, FCMA, Chairman, Chattogram Branch 
Council presided over the function and welcomed the guests. The function was concluded with a colorful 
cultural function. Renowned artists of Chattogram were participated in the cultural function. A wonderful 
raffle draw and a delicious fellowship dinner were followed by the cultural function, which were enjoyed by 
the participants.

Chattogram Branch Council (CBC) Elected for the term – 2019:
Sl. No. Name of the Members Mem. No.

01. Mr. Pradip Paul FCMA F-0449
02. Mr. Mohammad Ahsan FCMA F-0558
03. Mr. Mohammed Mozammel Hossain FCMA F-0589
04. Mr. Md. Anisuzzaman FCMA F-0884
05. Mr. Shahidul Hoque ACMA A-1194
06. Mr. Ershadur Rahman ACMA A-1213
07. Mr. Asadur Rahaman ACMA A-1285
08. Mr. Mohammed Ziaul Karim ACMA A-1288
09. Mr. Wahid Ullah ACMA A-1294
10. Mr. Ashik Mahmood Chowdhury ACMA A-1322
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CBC NewsBRANCH COUNCILS activities

CBC Annual Picnic-2018
Chattogram Branch Council of ICMAB organized two days annual picnic for its members, their spouse 
and children at Ocean Paradise, Cox’s Bazar on 15th & 16th February 2019. Mr. Mohammed Salim FCMA, 
President, ICMAB participated in the Picnic as Chief Guest. More than 20 CMA families of Chattogram based 
members participated in the Picnic and spent two days with joy and happiness.

Mr. A K M Delwer Hussain FCMA, past President, ICMAB  and Chairman, Dhaka Branch Council also 
participated in the Picnic. The President congratulates CBC for holding such an august gathering with a view 
to promoting fraternal relationship and fellow feeling among the members.

International Mother Language day 21st 
February, 2019

Chattogram Branch Council observed language martyrs Day & International Mother Language Day on 
Thursday the 21st February, 2019. Qazi Meraz Uddin Arif, FCMA Chairman, Chattogram Branch Council and 
a significant number of Fellow and Associate Members of Chattogram regions participated in a Provat Fery 
towards Chattogram Central Shaheed Minar and placed floral wreath to commemorate the contribution of 
the brave patriots who laid their lives for the Bengali language.
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KBC NewsBRANCH COUNCILS activities

Homage to the Martyrs of Language Movement
Khulna Branch Council (KBC) of ICMAB organized a Probhat Ferry rally on 21st February 2019 in 
observance of Amar Ekushey and International Mother Language Day. In order to observe the occasion  

Mr. Abdul Motaleb FCMA, Chairman of KBC, Mr. Mr. K. M. Neamul Hoque ACMA, Secretary,  
Mr. Azizur Rahman ACMA, Treasurer, members of KBC and a good number of students of Khulna Branch 
participated in the rally towards Khulna Hadish Park Shaheed Minar and showed due respect with flower 
bouquets to commemorate the contribution of the brave patriots who laid down their lives for our mother 
language. 

Khulna Branch Council (KBC) Elected for the term – 2019:
Sl. No. Name of the Members Mem. No.

01. Mr. Md. Ala Uddin Akanda FCMA F-0268
02. Mr. Ashok Kumar Debnath FCMA F-0289
03. Mr. Md. Morshed Ali FCMA F-0387
04. Mr. Abdul Motaleb FCMA F-0877
05. Prof. Sheikh Ziaul Islam FCMA F-0911
06. Mr. S. M. Zakir Hossain ACMA A-0804
07. Mr. Md. Habibur Rahman Sk. ACMA A-0991
08. Mr. Md. Moslem Uddin ACMA A-1166
09. Mr.  K. M. Neamul Hoque ACMA A-1197
10. Mr. Azizur Rahman ACMA A-1359
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Senior Member of ICMAB Mr. M. Solaiman FCMA (F-0092) has been 
appointed as the Deputy Governor of Rotary International District 3282 
for their Karnafully Zone, Chittagong for the Rotary Year 2019-2020. This 
is a great honor for a member of our ICMAB family. Mr. Solaiman has 
requested for blessing of all members for his more prosperous future life.

Achievement

ICMAB Canada Chapter Council Elected 
(for the term 2019 – 2020):

Sl. No. Name of the Members Mem. No.
01. Syed Mahbubul Alam FCMA F-0101
02. Mr. A.K.M. Asaduzzaman FCMA F-0120
03. Mr. Kajal Kumar Ghosh FCMA F-0576
04. Mr. Tanveer Ahammad Wares FCMA F-0873
05. Mr. Md. Ghulam Faruk ACMA A-0405
06. Mr. Naeemul Azeez Rahman ACMA A-0480
07. Mr. Nayeem Ali Kadri ACMA A-0482
08. Mr. Md. Mahfuzur Rahman  ACMA A-0624

CHAPTER
NEWS
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The ICMAB Council 2017-2019

Mr.  Mohammed Salim FCMA
President

Mr.  M. Abul Kalam Mazumdar FCMA
Vice President 

Mr.  Arif Khan FCMA
Vice President

Mr.  Md. Abdur Rahman Khan FCMA
Secretary

Prof.  Dr.  Swapan Kumar Bala FCMA
Treasurer

Mr.  Abu Bakar Siddique FCMA
Member

Professor Mamtaz Uddin Ahmed FCMA
Member

Mr.  A.K.M.  Delwer Hussain FCMA
Member

Mr.  Md.  Mamunur Rashid FCMA
Member

Mr.  Jamal Ahmed Choudhury FCMA
Member

Mr.  Md.  Munirul Islam FCMA
Member

Kazi Muhammad Ziauddin FCMA
Member

Begum Shamima Yeasmin
Member

Mr. Md. Jalal Uddin
Member

Khondoker Mostafizur Rahman
Member

Mr. Abdullah Al Mamun
Member
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