Mutual Funds in

Bangladesh — The present
and future
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GDP Growth: Bangladesh vs peer
economies
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BANGLADESH ECONOMY

DEMOGRAPHY

Population (total)

Annual Population Growth

Population Density

Age Dependency Ratio
% of population aged |5-64
Total Labour force

Female Labour force
participation rate

Expected years of schooling

Life expectancy

167.56 million (8% highest
in the world)

1.05%

1,265.2 (6" highest in the
world)

47%
68%
71.1 million
34%

| 1.2 years
72.3 years

100+]
95.99
90-94
85-89
80-84
75-79
70-74
65-69
60-64
55.59
50-54
45.49
40-44
35-39
30-34
25.29
20-24
15-19
10-14
5-9
0-4

Male 0.0% 0.0% Female
0.0% 0.0%
0.0%|0.1%
0.1% J 0.2%
0.3% [ 0.3%
0.5% ¥ 0.5%
0.7% [ 0.7%
0.9% [ 0.8%
1.4% 1.2%
2.0% |G 1.9%
2.6% 2.4%
2.8% 2.8%
3.40/0
3. 3.9%
4.1% [N 4.2%
4.4% [ 4.4%
4.7% 4.6%
4.9% 4.7%
4.8% 4.6%
4.6% 4.4%
4.5% 4.3%
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LOW INTEREST RATE ENVIRONMENT MAKES FIXED DEPOSIT

ALTERNATIVES MORE ATTRACTIVE

| 0-year Treasury Bond Coupon Rate
13%

12%
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Market Capitalization to GDP: Bangladesh vs peer
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REASONS FOR LOW MARKET CAPITALIZATION TO GDP IN
BANGLADESH

‘ Lack of profitable blue-chip companies

‘ Lack of investor trust

‘ Investors’ risk aversion

‘ Lack of promotion

‘ Lack of fixed-income investment options



BANGLADESH CAPITAL MARKET
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Post-election rally in late

2018

DSEX rallies on good

DSEX falls after BB reduces

ADR of banks

25000

earnings, low interest

rates

6,000

DSEX reaches peak in

early 2018

DSEX experiences

5,500

Post-COVID recovery20 000

correction in 2019

15,000

DSEX falls as COVID
reaches Bangladesh
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BANGLADESH CAPITAL MARKET
WELCOMING MEASURES/ ACTS FROM NEW COMMISSION
Higher willingness to carry out needed reforms

Introduction of Bond Trading

Proactive enforcement of BSEC rules

Deeper scrutiny of IPO applications

Increased responsiveness to stakeholders

Quicker decision making




BANGLADESH CAPITAL MARKET
GOOD IPO ARE COMING

Energypac Walton High

Power .
. Tech Industries
Generation

Mir Akhter Ashugani

Power
Company Bond

Lub-rref Hossain




PP e OB .S
THCTW W

...m.f_ukwwbuuk.-um
AR T e L2 ST

R .
_Cé u .-crn-.: .~

AR A

e
]

ATEATTLAR TR

e Haiddie ..:M., ?

.




TYPES OF MUTUAL FUNDS AVAILABLE TO BANGLADESHI

INVESTORS

Tenure Fixed Unlimited

Size Fixed at Inception Open to new investment/withdrawal
Listed on DSE/CSE Yes No

Buy/Sell Price Market Price at Exchange Weekly NAV

Can trade at Yes No

Discount/Premium to
NAV



Secondary Market

Buyers

A
|

Brokerage Account

Market Maker

Market Meker

Brokerage Account

)
i

Sellers

Primary Market

_Securifies and/or Cash

........ ETF shares .,
Creation !
S >
Authorized ETF
participant sponsor
Redemption

1 ,.....,..v......v...-..’
7 7
"""" s

Securifies and/or Cash

*Only if deemed necessary

ETFs have the advantages of both closed-end and
open-end funds

ETFs are listed on stock exchanges and can be
bought or sold by investors

Certain capital market participants are appointed
as “Authorized Participants (AP)”

ETF portfolios are known to APs

If the trading price of the ETF deviates from its
NAYV, APs can create more ETF units by exchanging
shares in the ETF portfolio, or redeem ETF units
and sell shares in its portfolio

This, ETFs trade on exchanges like closed-end
funds, and always trade at NAV like open-end funds



AMC STATISTICS

AUM: BDT
120 bn
(2018)

34 Closed-
end Funds

58 Open-end

47 AMCs Funds

J




EXISTING ASSET CLASS

Asset Class

Treasury Bills/Bonds
Sanchayapatra

Bank Deposit Products
Land

Gold/Precious Metals
Mutual Fund

Listed Equity

Private Equity



INVESTMENT OPTION AVAILABLE TO INVESTORS

BO Account

Deposit
Products

Private Equity
Funds

Separately
Managed
Account

Real Estate

Venture Capital
Funds

Open-end
Equity focused
Mutual Funds

Treasury Bonds

Hedge Funds

Commodities

Open-end Fixed
Income Focused
Mutual Funds

Corporate
Bonds

Target-date
funds




WHY MUTUAL FUNDS ARE IDEAL FOR RETAIL INVESTORS

‘ Regulated by BSEC

‘ Potential higher long-term returns

‘ Investors can see historical returns to compare AMCs

‘ Less risk compared to real estate

‘ Higher Liquidity



DIVERSIFICATION LOWERS RISK

Effictent Frontier

= Mutual Funds diversify their assets across different
asset classes, sectors and individual securities

=

E - o ¢

e Tangency Portfolio

= R = By diversifying portfolio assets, fund managers
- " lower the risk of the portfolio while providing
X Tndisdint - Acuake ..

- Individual Assets similar returns

—

0

= This lowered risk can give investors greater
confidence to invest in the capital market through

risk free rate mutual funds

Best possible CAL

Standard Deviation




RISK MANAGEMENT PROCESS KEEPS RISKS UNDER CONTROL

| Risk Drivers |

= Asset Management Companies put in place a

R i
I robust risk management process to ensure that
Management portfolio risks are always under control

Infrastructure

| Goals Strategles |<— . .
) ) v . " [nvestment committee sets the total risk budget
(Allocate to) KMODIFY | Risk Mltlgatlon] Identify Risks
ky Activi & Managemen . . of .
y [ ot ] [ ek A “es} (& nagemend S = Fund Manager responsible for identifying and
< | e I . .
5 | Messure Risks measuring risks
S | v 4
= R = Fund Manager creates strategic asset allocation, and
Budget}ng Risk Exposures Monitor Risks .
. J constructs portfolio
[ Policies & Processes Reports . . . .
- (Communications) ®  Fund Manager continually monitors portfolio risk
— < and return, and compares it with estimated risk and

Strategic

Analysis return to ensure risks are in line with expectations

- J




Mutual fund assets to GDP
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REASON FOR LOW POPULARITY OF MUTUAL FUNDS

No easy way to Lack of fixed-

Low financial :
buy/sell mutual income focused

literacy funds fund

Rigid investment

constraints for Lack of promotion Lack of investable

asset and sector and advertising companies
allocation




BANGLADESH CAPITAL MARKET

ADDITIONAL CONSTRUCTIVE MEASURES RECOMMENDATION

Introduce Fixed-Income focused Mutual Funds

Buy/sell open-end mutual funds online or through mobile app/bKash

Update DSE sector classification criteria to avoid concentration in any sector

Promote awareness and financial literacy about mutual funds as an investment
vehicle
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