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BGMEA for multicurrency exchange system

FE Report

Bangladeshi exporters and importers can save a handsome amount of foreign currencies annually by
switching over to multicurrency exchange-rate system from the existing US dollar-dominated international
trading regime.

How such higher benefits from foreign trade can be reaped was shown Tuesday at a seminar on 'Currency
Management Exposure', organized by Bangladesh Garment Manufacturers and Exporters Association at its
headquarters in the city.

Present among others were former deputy governor of Bangladesh Bank Abul Kashem, BGMEA president
Md Atiqul Islam, former banker and BGMEA adviser Mamun Rashid and representatives from banks and
apparel makers.

The trade-weighted system is developed by a Danish firm, Global Currency Union (GCU).

And the seminar was organized following the GCU's proposal to introduce the trade-weighted system to
the central bank that suggested discussing the matter first with the stakeholders like BGMEA, BKMEA,
BTMA, BIFT and BIBM.

"The direct economic value which the GCU exchange rates can contribute to improving competitiveness of
Bangladesh is $380 million per year," Jesper Toft, the founder of the GCU, said while presenting his keynote

paper.

By using the trade volumes and relative currency values, the system will provide the best-
achievable stability for monetary value, trade and investment while still being dynamic, he added.

The system requires no intervention from the central bank to maintain optimal stability, he told his
Bangladesh business audience, adding that any excessive movement in the exchange rates will be balanced
out and subdued by the currencies in the system.

Bangladesh's industry can greatly benefit from the system in case of exchange-rate stability as it will
provide the most stable exchange rate, said the innovator of the alternative currency exchange in trade
settlement.

It will also contribute to economic development and financial stability, he added.The BGMEA president
noted that the local currency is getting stronger against the US dollar while that of other competitors

getting weaker, leaving the businesses in an adverse situation on the overseas market.

"As a result, we are losing our competitiveness," he said, calling for a currency-management system in
order to sustain the competitiveness.
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Multi-currency exchange rate can lessen
exporters' earnings losses

Bangladesh lost $380 million on its exports last fiscal year due to fluctuations in the dollar and euro, an
expert said yesterday.

The country exported $33 billion of goods in fiscal 2014-15 and could have saved $350 million had it
adopted a multi-currency exchange rate developed by Danish firm Global Currency Union, said Jesper Toft,
the company's chief executive officer.

Toft's comments came at a seminar at the headquarters of Bangladesh Garment Manufacturers and
Exporters Association.

Multi-currency exchange rate is a system that allows importers and exporters

of any country to use any suitable currency in international trade. Generally, the US dollar is the most
widely used currency for payment settlement in international trade.

Conceptualised in 2008, the multi-currency exchange rate is still at discussion levels. Until now, no country
has adopted the regime. “We are creating awareness among stakeholders,” Toft said.

In Bangladesh, GCU is in negotiations with the central bank and the BGMEA to introduce the system.

BGMEA President Atiqul Islam said the taka appreciated 1.45 percent against the greenback last year, due
to which the export earnings was lower than it should have been.

At the same time, the currencies of some competing countries like the Indian rupee devalued 4.73 percent
against the dollar, the Pakistani rupee by 3.12 percent and Vietnamese dong by 1.3 percent, according to
the BGMEA president.

“So, we are losing our competitiveness -- the profit level in the garment business has gone down so much
that we negotiate in cents.”

Subsequently, Islam urged Bangladesh Bank to form a taskforce to address the issues over the currency
exchange rates so that the country does not suffer.

M Abul Kashem, deputy governor of BB, said the concept of a multi-currency exchange rate is the concern
of the importers and exporters.

“If they agree, we can introduce it in the country. But we always work for stability in the currency market,”
he said, adding that research will be conducted in this regard soon.

Alamgir Morshed, head of financial markets of Standard Chartered Bangladesh, said hedging in
international trade can effectively address the currency exchange risks. BGMEA Adviser Mamun Rashid
moderated the function.
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Danish firm shows way to avoid losses from currency swings

Md Fazlur Rahman and Rejaul Karim Byron

Local exporters and importers can avoid losses of up to $86 million a year in cross-currency trade by using a system developed by a
Danish firm to deal with exchange rate fluctuations.

The Global Currency Unit Report, known as GCU Report, introduces a tool that protects trading partners from exchange-rate
swings while purchasing or selling goods and services.

The idea came from Danish entrepreneur Jesper Toft, after he watched a perfectly good share deal with a Middle Eastern company
lose 12 percent of its value as the Danish krone plummeted against the dollar over three weeks in December 2008.

At present, traders are left to themselves in most cases when it comes to dealing with currency fluctuations.

The GCU Report, essentially, prescribes a method through which the two parties would fix a minimum exchange rate at the time of
entering into a business deal and also determine how much loss one party will shoulder in the event of any future currency swings.
Defying the conventional wisdom that a business has just two options —to pay their bankers a hefty fee to hedge their currency
exposure or accept potentially big losses — Toft designed what he has dubbed the Global Currency Union.

Firms from countries with less currency volatility will bear lower percentage of the losses, while firms from countries with higher
currency volatility will bear most of the burden.

In other words, the GCU Report allows firms to forget about the risk of big currency losses, one of the most prominent barriers to
international trade, and focus on doing business with each other, Toft told The Daily Star in an interview.

Toft is currently touring Bangladesh to promote the service among Bangladeshi companies trading internationally.

The team met a number of officials from the central bank and Bangladesh Association of Foreign Exchange Dealers Association
and a host of chief executives of banks.

Some 33 percent of all exchange rate deviations can be taken out by this system, which corresponds to a minimum economic core
value of $100 billion annually globally, he said.

Toft said with their services companies can agree on how to divide the remaining risk of deviation between them from the time of
agreement until the time of settlement - in a fair way.

“This means the parties to a transaction can share the reduced currency risk and at the same time avoid the unproductive zero-sum
game which often arises in negotiations and can ultimately result in the trade not taking place.”

The system will provide higher predictability for the final price, and as a result increase financial stability for companies using it, he
added.

In most countries, currencies easily swing 7 to 14 percent a year, due to which the profits of most companies in the Western world
are less than 7 percent, Toft said.

He said the version of the system is now based on spot rate. Forward rate will also be available later.

The service will cost will charge $10 to $20 for every transaction, Toft said.

Asked if the service would be of much help for Bangladeshi businessmen as the dollar-taka rate has been going steady for awhile,
he said: “But you conduct trade with other countries like China, Japan and so on, and currencies of those countries are subject to
fluctuations.”

“Due to lack of a calculation mechanism, Bangladeshi exporters and importers lose a significant amount of money due to changes in
currency fluctuations. So this service would benefit them greatly.”
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