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Appendix-1

Primary Dealers' obligations in primary auctions

The following obligations will be applied to all Primary Dealers (PDs) for auctions of government

securities.

A. Bidding and underwriting obligations :

The bidding obligation of each PD will be equal to its underwriting obligation; the total of the

bidding obligations will be equal to the full notified amount of each auction. The total

bidding/underwriting obligation will be allocated to individual PD on the following basis:

The obligation will be divided into two segments - a portion based on total demand
and time liabilities (TDTL) of the PDs and the rest will be equally divided among the
all PDs. The obligations and the ratio of the two segments will be announced by
Bangladesh Bank (BB) on a quarterly basis. BB will consider the TDTL of the 2nd
month of the last quarter as the basis for allocating the underwriting obligations of
the next quarter.

PDs may submit non-competitive bids on behalf of individual or institutional clients
who have no current account with Bangladesh Bank. PDs can submit non-
competitive bids on behalf of BB's "Amanat Bima Trust Tahabil" as an exception.
The accepted amount of non-competitive bids in an auction will not exceed 30
percent of notified amount, allocated on pro-rata basis among the non competitive
bidders at the weighted average rate/price of competitive bids accepted in the same

auction.

B. Devolvement on PDs at primary auction

If the notified amount in an auction is unsubscribed or the auction committee decides
to accept an amount less than the notified amount, the remaining amount will be
devolved on the PDs according to their underwriting obligations on pro-rata basis.
BB may at its discretion take full or some portion of the devolvement on itself from
time to time.

The maximum amount that can be devolved on a PD will be equal to its underwriting
obligation less the amount of its successful bids in that auction.

All devolvement on PDs will be at the cut-off yield of that auction.

C. Underwriting commission :

PDs will be eligible for underwriting commission on the total amount of its successful bids and

devolvement on it, not exceeding the amount of its bidding/underwriting obligations.




