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Stock Analysis: Part-2

(Macroeconomic Analysis)

(Continuation of Previous Publication)

To determine a proper price for a firm's stock,
security analyst must forecast the dividend &
earnings that can be expected from the firm.
However, fundamental analysis must consider the
business environment in which the firm operates.
Macroeconomic and industry circumstances might
have a greater influence on profits than the firm’s
relative performance within the industry.

O THE IMPORTANCE OF ANALYZE:
ECONOMY OUTLOOK
Imagine you own shares of the strongest and the
most successful firm, there might be two situations:
1. If you own the shares during a strong economic
expansion, the sales and earnings of the firm will
increase and your return should be high.
2. If you own the shares during a major economic
recession, the sales, earnings, cash flows of the
firm would decline, the price of the stock would be
stable or decline.

O KEY ECONOMIC INDICATORS

Government has two broad classes of
macroeconomic tools: some affect the demand for
goods and services, and others affect the supply.

Gross Domestic Product (GDP)

The measure of the economy’s total production of
goods and services. Rapidly growing GDP
indicates an expanding economy with ample
opportunity for a firm to increase sales. Another
economy’s output measure is industrial production
- a measure of economic activity narrowly focused
on the manufacturing side of the economy.

Employment

Unemployment rate is the percentage of the total
labor force (those who are working or seeking
employment) to find work. The rate measures the
extent to which the economy is operating at full
capacity. Analysts also look at the factor capacity
utilization rate, which is the ratio of actual output
from factories to potential output.

Inflation

Inflation is the rate at which the general level of
prices is rising. High rates of inflation are
associated with overheated economies, where
demand for goods and services is outstripping
productive capacity, which leads to upward
pressure on prices. Government stimulates their
economies enough to maintain nearly full
employment, but not so much as to bring on
inflationary pressure.

\_

Interest rates

High interest rates reduce the present value of
future cash flows, reducing the attractiveness
of investment opportunities. Real interest rate
is key determinant of business investment
expenditures. Demand for housing &
high-priced consumer durables such as
automobiles, is highly sensitive to interest
rates because interest rates affect interest
payments.

Budget deficit

Budget deficit of the government is the
difference between government spending and
revenues. Any budgetary shortfall must be
offset by government borrowing. Large
amounts of government borrowing can force
up interest rates by increasing the total
demand for credit in the economy. Economists
generally believe excessive government
borrowing will crowd out private borrowing and
investing by forcing up interest rates and
choking off business investment.

Expectation

Consumers’ and producers’ optimism or
pessimism concerning the economy is an
important determinant of economic
performance. If consumers have confidence in
their future income levels, they will be more
willing to spend on big-ticket items. Business
will increase production and inventory levels if
they anticipate higher demand for their
products.

Fiscal policy

It refers to the government’s spending & tax
actions. It is part of demand-side
management, a direct way to stimulate or slow
the economy. Decrease in government
spending deflate the demand for goods and
services. Increase in tax immediately drain off
income of consumers and result in rapid
decrease in consumption. It is created slowly
because fiscal policy requires large amount of
compromise between executive & legislative
institutions. To summarize the impact of
government fiscal policy, look at the
government’s budget deficit or surplus (it is
simply difference between revenues and
expenditures). Large deficit means
government spends more than it should be
taken. The effect is the increasing demands
for goods (via spending).

S | =iEhif s



Monetary policy

Refers to the manipulation of the money supply to
affect the macro economy. Works largely through
its impact on interest rates. Increases in money
supply lower short-term interest rate, encouraging
investment and consumption demand. However,
higher money supply leads to a higher price level,
and does not have a permanent effect on economic
activity.Other tool is the discount/interest rate that
charges banks on short-term loans and the reserve
requirement. Declines in the rate of growth of the
money supply leads business contractions.
Increases in the growth rate of money supply leads
business expansions.

0 MONEY SUPPLY AND STOCK PRICE
RELATIONSHIP

Changes in the growth rate of money supply
consistently lagged stock returns by about one or
three months. Stock price adjusts quickly to
unexpected changes in money supply growth.
Relationship between the two is determined by
forecast unanticipated changes in money supply.
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O INFLATION, INTEREST RATE, STOCK \
PRICE RELATIONSHIP

The relationship is not direct and consistent.
Cash flows from stocks can change along with
inflation and interest rates. Investors cannot
certain whether this change in cash flows will
offset the changes in interest rate. The point s,
the effect of interest rate changes on stock
price will depend on what caused the change
in interest rate, and the effect of this event on
the expected cash flow on common stock.
There has been generally a significant
negative relation but this is not always true.
Even when the negative relationship is true for
the overall market, certain industries may have
earnings, cash flows, and dividends that react
positively to inflation and interest rate
changes. In such an instance, their stock
prices would be positively correlated with
inflation and interest rate

Writer: Ahsan Uddin, Principal Officer, Stock
Market Analysis Department.
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‘The heart & soul of the company is creativity and innovation’- Bob Iger

(% 2T 7))

FAEE TS TS SRGER (RRIRFSR o1 obr
5 Q05 Sifdr SEHE 2are i B 3 Wif srer
T 2T | TR 20-38 CIEEF 200 ST Tifae @
T MEF 02 (§3) fea «fo aferset e Prars
A% N | TR FTal® 8 [IZIATN FSATHA ST
RIEEIER T FGIRICI AT o© 20-38
WWQ%\TWWWWWOQ (T®)
e i et aftrra @ e =@ Tw
affrred Feefiee ¢ sRffeafenrea Fifem ffsrrme
(6 wo & AfRrFardl Seeae FCE | S FCAEETER
s¢ T @R owfb TREMTR @it afels e oe &
T Se TF Al fere | wER wfere b@Rel,

\_

ﬁai‘sﬁz @16 SRR WBee «w 38uers, fEa, =9

AZSHT A6y Af*weeg ARG AT |
TesezaFar afFrFiditan ouf @t (@t e oufs
ToRr TRt IR T S w4 =

aFA-9: Ao A R ceer;

T o Aol emie;

aFi-for: 3BFG fertaee fasidice wfgw awi;
aF-fE: TG ey afi;

a3 e Al fora s
EFA-GTF: ORIET TG |

AT 1T ST AL QR AR FI0R Srare
@ g TFEEE W afese [fenr Sfefke
Afoq S 19 (Wi TR Sy Sizem |

Beld-

T TBHT R (Frma TR TR G2 BNICSNT BN 97 T ST SEE TG e |

St | wrizfif =t



I COIIT &7 RRRLR X2 (0O 1

I3 IWa A =g @ He who liveth, he who beliveth,
shall never die. @ 4 I G1-2 @ AT | @3 97 9
FICEH T (@ TR @S (PR OIS @1 794, Fiferay = 30w
AR | T 7o AT IR | FEF M TR @ACS LT
2T LTI | ST AP, T S 2 A2 G0 2 gt
TG | ©F 7T, A WL BT, Y AR S | A (AT @o
B2 O TN ¥ | TR OF FCLF I IG 20O T | IREER
TieTe e REI[ IR I/ W i A0, ©ire I
2R (@ et AirRreree 5AITS A | [T uF oy, o,
GG @ Wife O e <y | e qeie Iw I
el @ ¥f& oNeTT AW | ARS! AVCHARTE F 2@ ©f MY
SFTCY | ARET Y 8 (BT FUAIE A =W AT | ARG Sew
@S G §F TG IS TS FE AP ST 78] | Ol
O FAE (2 | TErelT (bR ST =@ (T o 9%
TR BT | TR T rew, R ST T 0 Fow
N | Fof @ 91 ¥ (AT O et (@olF ¢ Gferfene
fFE | Sy @ T 747 Wi w0 o o gy
T2 IR N4F M TE@M (@R “fafe SR FE0,
U] O T ONE TGS el fe e |
fferarrs fReert 5T Stierer «fSom g o T FeeT areas
S (AR | SST@T ST ToR_m @ T A
qTFS O FAMF, (RO (I TG S TP AT &elifes,
il e viExie ifvraeee | feieT s e e 2w
GO WA 7R O QI [R5 AT A5 GNIe-a8ed “=es
R T (@O G 27 7T | AW AT AT T G
ST i QST T4 27 | e oI $9Ra 74 fT A |
T3 wreas Sfirere I qFe FoT 4w NF @ 4
28T R (BT TEF TS N1 A GF YALE 0ATRNT3 9y
GG PR3 20O AR 1 | (T3 IEF I U QA TG
eIt | S I SERIG SEABI |

T O T2 (HTNS TG 0 AT | M@ A A w0 ©f A7 &1
et Feiefie FHre “E IR ©f ASFE (TS ANE-9b1e
R G0 4 | GBIR eigfon el e | WF @ oiw 7eeE
T IG F O AWM SIRATR @ AT T A0 ©d
FICZ LS HIECAR A SIS A |

IO g V2 AR A0 @ 7 (& e BT AR, (18
WAL SR, @ (@I @ (0l BT, Fer Fqre Fqre N4l
T | 1 T 2t B e |1 s FoRy FECeE Sl
@G @ o @ FIEAN QT (T 8 % T | A3
AT SACNCFE AT G Ao e | 6@ fofey s | o9
gﬁ@%ﬁ@?w&{WWWWmcw|
Ol AR FECo, G g FACO, TS WG IGF A
TR | @ T (& TR FE G SHE [FR3 FEA T
AE ol | wEed  qgefe, ey @RS, e,
FPTEeTa—Sa 67 ©fF | WAce b6l T, fsf @
AfT5Ca OIF 2re iy 9 TR fod, forvss i | =)
SR TS vY R TRl NS e 77 | fofy Fee
SIEARPST | @ o (& SiagE FEW frws e gamd

T et

%@WWW%IWQW%@M@
|

(TP ST S A% ST (R | 4N QTSI SN
AT AT QR Fqea e coAiest =1 | Jfe A7 o
foeen st z@, wef e /A vy fofv Tew
e, vy owdl® | T Wi e vy (e |
ST (G fofey erererone sfaifere e Fere =
FIET FCE |

5% &9 YT [MF 0 AR, (OTNF TN A |
ST ACS] GIRAAAT FHCO T @ TG 78 T A |
SRR R SR, (T FI0F oI fre |1 | S Teired fere
(ST TSLET FURACE BT #1gre e 7 | fvea zmw @

Pyt e TCST AR 78 | (oI T 898
ITT OfST ST S 20 B8 | IS TRE TR A(GC5 |

apfere «Ifs oW wity, O AW IT=d TSI % F=
S BTN OIRC (T A0 9/1TRA 7 CFBI I 21T |
ATRE G (ATRITS AR | A=A e @ &7 e
3 APAIE G2 T (G |

QAT T5 SILNGT SR, SIwar frsmma 79I
FEAI I, AN TP O-2 | A2 WS WS
TRIANY G FACS (A |

¥y qe MUCEE TR A1 0T $ACS TF FIE YR AF
T I% 2@ ETT #feTe =¥ SREyred IRIoR wdiR
TR | A FAEORE AR, @ ARGE AR
FCE, (T 9 I (26 (R AR I2a N | e
Ve 7 ARG 24 AT WiEdie w2 oione
@ fowel a7 | T omaE A W oftg
SERA ACR | S R T4 BT W7 O% AT
ACGOTO! (A0F TR e T WA, effon (i
TR A AL FIS FAS F T |

@72 IS 72 IVANET SO ATET e FZar |
Tl ICFHAANE G061 IC SUIferal AW @FieT (A1 2 O
1 eifefam 312 S0 1 | fog G611 AR G
=18 o1 Rute (72 foet f6@ Nifecss wTifere 2 |
‘preal M e =@, HAred Ao =T | ©F BiEre
TNCS 20F | SCAR T AT AN | (TG (RI5 Florest
RETE AN (2T e I @ 57 SN of 8 arr
TSI (B FINGHIG ACATRIT F2[ | ST FYF A
YR | OICAR (G AT @02 | FY AL W | o
SR A G (20T (A QG A {17 | % A9t
T e ey F10e TRl F63 5 (O T2 @061 1 |

4. §. wfeayie RO TR e 7w ey yoIye |

J

AR Afe] 3%




The Magic of Words
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Mornings

Mashiat Mubasshira (Ruponti)
Dhaka Medical College
MBBS 15! year

| wake up to a sunny morning,
I roll in my bed,

I look over my latticed window
to see the sky hovering overhead.
| borrow her genial smile,
Thankful for a while.

For every morning skies and roads;
For every morning teas and reads;
For every morning hugs and calls;
For every morning runs and trips;

Mostly, for every morning faces and laughs.
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Credit Rating Report
Investment Corporation Bangladesh({1CB)

Ref No ACRSL15354/17

Company Name Investment Corporation of Bangladesh (ICB)

Assigned Ticker ICB

Activity Portfolio Management, Mutual Fund Management, Private Equity
Investment and Project Financing among others.

Incorporated On 01 Oct 1976

Head Office 8, Rajuk Avenue, BDBL Bhaban, (Level 14 -17) Dhaka-1000

Rating Type Corporate/Entity

Rating Validity 05 Oct 2018

Analyst(s) ACRSL Analyst Team

Committee (s) ACRSL Rating Committees

RATINGS SUMMARY

CREDIT RATING CURRENT PREVIOUS
Long-Term AAA AAA
Short-Term ST-1 St-1

Publishing Date 05 Oct 2017 03 Oct 2016

RATINGS EXPLANATION

Investment grade. Highest credit quality with lowest expectation of credit risk.
When assigned this rating indicates the obligor has exceptionally strong capacity to
meet its financial obligations and it is highly unlikely that this capacity will be
impacted adversely by foreseeable events.

AAA

Highest Grade. Highest certainty of timely payment. Short-term liquidity including
ST-1 internal fund generation is very strong and access to alternative sources of funds is
outstanding, Safety is almost like risk free Government short-term obligations.

Rating Validity : This validity assumes no additional loan over that disclosed in Q3FY17 [ending
March 31] audited/management certified balance sheet and that management has disclosed all
material & adverse to financials since Q3FY17.

TAMIM MARZAN HUDA
Chief Opsrating Officer
ARGUS Credt Rating Servioss Lid,

Confidential and Limited Use Only 4 of 54]P age
Copyright © 2014 ARGUS Credit Rating Services Limited
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e-mail : agm_discipline@icb.gov.bd
Phone No.: 9585092

Mobile : 01817085300




