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Extended Annual Review Report Validation 
 

A. Project Description  
 
In 1997, the Asian Development Bank (ADB) approved the Capital Market Development Program (CMDP) 
loan,1

 

 which strengthened the market regulation and supervision role of the Securities and Exchange 
Commission (SEC), developed capital market infrastructure, modernized capital market support facilities, 
and paved the way for investment of long-term institutional funds through the stock exchange. The technical 
assistance (TA) associated with the CMDP loan recommended the establishment of an automated central 
depository system (CDS). 

Bangladesh’s two stock markets—Dhaka Stock Exchange (DSE) and Chittagong Stock Exchange (CSE)— 
had experienced modest growth during the 1990s. The result was increased trading volumes that would 
over time make the physical handling of certificates cumbersome, costly, and time-consuming. The 
prevailing delivery, settlement, and transfer procedures were plagued by lengthy delays and risks of 
damage, loss, forgeries, and duplication. The delivery and settlement of securities would have become 
unmanageable in the absence of automation and dematerialization of certificates. Implementation of a CDS 
was envisioned as a means of addressing those problems. In July 2002, ADB approved an investment of 
Tk30 million (about $526,000 at that time) in the equity capital of Central Depository Bangladesh Limited 
(CDBL).  
 
CDBL was established in 2000 for the main purpose of providing automated depository and settlement 
services for securities listed on the DSE and CSE. It is sponsored by Investment Corporation of 
Bangladesh, nationalized commercial banks, private commercial banks, foreign banks, merchant banks, 
publicly listed companies, insurance companies, and DSE and CSE with the collaboration of ADB. CDBL 
began depository operations of Government securities on 20 October 2003 and that of listed securities on 
24 January 2004. ADB’s shareholdings represented 8.7% of CDBL’s total paid-in capital as of year-end 
2009. 
 
Since its inception, CDBL has become a successful electronic depository. Its main businesses are (i) 
providing central securities depository services related to electronic book entry, recording and maintaining 
securities accounts, and registering transfer of securities; (ii) changing the ownership of securities without 
any physical movement or endorsement of certificates; (iii) executing transfer instruments; and (iv) various 
other investor services, including providing a platform for secondary trading of treasury bills and treasury 
bonds. CDBL has surpassed all key operational and financial indicator estimates envisaged during 
appraisal. 
 

 
B. Issues, Lessons, and Recommendations (Validation of XARR Assessment) 

 
The extended annual review report (XARR) states that CDBL’s fee schedule was modeled on the fee 
schedule used by the Pakistan depository and quotes the project sponsor who stated that ”the fee schedule 
worked out well both for CDBL and its users, many of whom have grown significantly wealthier over the 
past few years.” Users pay for services rendered by CDBL; therefore, it is not apparent what the fee 
schedule had to do with users’ becoming wealthier. Then again, if fees charged by the depository are too 
high, they increase the transaction costs of market participants and might be detrimental to capital market 
development overall.  
  
The XARR also asserts that CDBL’s business performance was hampered by the poor state of 
                                                           
1  ADB. 1997. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grants to the People’s Republic of Bangladesh for the Capital Market Development Program. Manila. 
 ——. 2003. Program Completion Report: Capital Market Development Program Loan (Bangladesh). Manila. 
 ——. 2005. Program Performance Audit Report: Capital Market Development Program (Bangladesh). Manila. 
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infrastructure in the country, including frequent interruptions in power supply, unreliable telecommunication 
links, lack of telephone lines, and paucity of skilled personnel. However, footnote 24 of the XARR stated 
that, despite the difficulties, CDBL managed to settle each day’s transactions overnight as mandated 
throughout its 5 years of operations. It seems that the problem has so far been manageable.  
 
An important lesson from the project is the usefulness and proper sequencing of related TA in identifying, 
structuring, and operationalizing the CDS. The amount of money involved was not big, but the results were 
exemplary. The establishment of an automated CDS was identified by a TA that was associated with a 
public sector program loan. ADB then approved a small-scale TA to provide management and technical 
support to CDBL.2

 

 The TA was well-designed and the consultants were outstanding. In another TA, a 
quality check of CDBL was conducted before ADB invested in the company. All these TA projects helped 
ensure the success of the project. 

The XARR’s main recommendations were for ADB to (i) consider appropriate investments in infrastructure 
that could mitigate some of the constraints to CDBL’s operations, and (ii) consider both public and private 
sector activities to address the underdeveloped state of the country’s capital markets. The 
recommendations were rather general and could have been more specific. 
 
 

C. Ratings XARR Independent Evaluation 
Department Review 

Reason for 
Disagreement/Comments 

Development Outcomes 
and Impacts 
 
 

Excellent 
 
 
 

Excellent 
 
 
 

This validation upgraded the 
economic performance 
subrating to excellent based 
on a calculation of the 
ERIOC. 

ADB’s Investment 
Profitability 

Excellent Excellent  

ADB’s Operational 
Effectiveness (Work 
Quality) 
 

Excellent 
 
 

Satisfactory 
 
 

PAI 6.07B and the IED 
guidelines for the evaluation 
of nonsovereign transactions 
require all three sub-
indicators to have a rating of 
excellent for overall work 
quality to be rated excellent. 

ADB’s Additionality Excellent Excellent  
Overall Assessment 
 

Excellent Highly successful The appropriate term for the 
highest overall project rating 
is highly successful, not 
excellent. 

Quality of XARR  Satisfactory  
 
 
 

                                                           
2  ADB. 2000. Technical Assistance for Capacity Building of the Securities and Exchange Commission and Selected 

Capital Market Institutions. Manila. 



 
 

 

PRIVATE SECTOR OPERATIONS DEPARTMENT'S RESPONSE TO THE  
EXTENDED ANNUAL REVIEW REPORT VALIDATION REPORT  

 
 
On 26 November 2010, Director, Independent Evaluation Department, Division 1 (IED1), 
received the following comments from the Capital Markets and Financial Sectors Division 
(PSCM), Private Sector Operations Department (PSOD). 
 

We appreciate lED's work on the validation report. After reviewing the final report, 
reflecting some incorporated comments from PSCM, we agree with the overall 
assessment and have no further comments on BAN: Central Depository 
Bangladesh Ltd. 

 

http://phonebook.asiandevbank.org:8030/directory/search/index_ora.jsp?handler=102&startrow=0&key=PSCM&pg=1�

