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Executive Summary  

This report begins with a compact view of Unilever; its glorious history, sustained growth, 

sustainable goals, financial and company statistics, and a snapshot of Unilever Bangladesh Ltd.  

Following, the introduction talks about my topic of bond performance in Bangladesh. Other key 

point I outlined include rationale, scope, limitation, objective and research questions. 

In the literature review I evaluated the studies about Bond performance. The 3 articles I covered 

are as follows: 

 Measuring Corporate Bond Mortality and Performance 

 The Investment Performance of Low-grade Bond Funds 

 Measuring the timing ability and performance of bond mutual funds 

The study is proceeded in a systematic manner with humble assistance from my Faculty on the 

topic selection and data provision. Thus, the data I used for research is secondary in nature.    

My analysis continues in the same path walked by Cornell & Green (1991). I factored Monthly 

Bond Return against the 5 years Treasury Bond Cut-off Yield and monthly returns of the DSEX 

index. I made 3 different equations for the 3 bonds in the market. 

The regression revealed that all 3 of the bond returns have positive β coefficient with DSEX 

Index return. Conversely, none of the 3 bonds are affected by Treasury bond yield.  

Hence, I feel there is more opportunity to explore the field of bond market. Moreover, my 

research can be further continued by adding more factors that impacts the bond return. 

To sum up my study, I answered the research questions I had. The answers cover that the return 

on bonds are not up to the level of the Index return. Additionally, the bond returns were seen to 

be following the DSEX return direction in general. Finally, this research indicated that the return 

on bonds were not satisfactory for the investors.    
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Organizational Overview 

A visionary named William Hesketh Lever, founded Lever Brothers back in 1890. The first 

product of the business was Sunlight soap, which was launched with the aim to make cleanliness 

commonplace. In 1930, Unilever was formed by the merger of Dutch margarine producer 

Margarine Unie and British soap maker Lever Brothers. From then on Unilever has added more 

than 400 brands to their portfolio, spreading to over 190 countries. 

Today 2.5 billion people use Unilever products every day. Globally, Unilever has more than 

161,000 employees working for them, where 47% managers are women. Some of the financial 

figures and statistics include: 

 In 2017, it had a turnover of €53.7 billion globally.  

 The underlying sales growth in 2015 was 4.1%, in 2016 was 3.7% and in 2017 was 3.1%.  

 The underlying Free Cash Flow in 2016 was €4.8 billion and in 2017 was €5.4. 

 The underlying operating profit margin in 2016 was 16.4% and in 2017 was 17.5% 

Unilever is endeavoring on its purpose as a business – making sustainable living commonplace. 

It is moving towards a business model with sustainable growth. The Unilever Sustainable Living 

Plan (USLP) is the core of the business model. It sets out how it is growing the business, whilst 

curbing the environmental damage and nurturing the positive social impact. The USLP has 3 big 

goals: 

I. Help more than a billion people to improve their health and wellbeing. 

II. Halve the environmental footprint of our products.  

III. Source 100% of our agricultural raw materials sustainably and enhance the livelihoods of 

people across our value chain. 

By 2020 Unilever will source 100% of its’ agricultural raw materials sustainably. Moreover, 

Unilever will become carbon positive by 2030. 
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Unilever Bangladesh Limited (hereafter UBL) was formed in 1973 as Lever Brothers 

Bangladesh Limited. It started as a joint venture with Bangladesh Government which is involved 

in manufacture and distribution of home care, personal care and food & refreshment products. 

In 2017 the turnover from Bangladesh was €500 million. Additionally, UBL has more than 

20,000 people working for it. The corporate office of Unilever Bangladesh Limited is located at 

ZN Tower, Gulshan 1, Dhaka. And the factory is located at 51, Kalurghat Heavy Industrial Area, 

Chittagong. Besides these, there is a tea packaging operation in Chittagong and three 

manufacturing units in Dhaka, which are owned and run by third parties exclusively dedicated to 

Unilever Bangladesh. 

Unilever's mission is to add Vitality to life; which ushers the employees to have responsibility, 

integrity, respect and pioneering characteristics. 

UBL aims to make pragmatic effects in society with brands, commercial operations and 

relationships, voluntary contributions to the community and through wider engagement with 

Bangladeshi society.
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Introduction to the Report/Study 

Rationale of the study 

This study is about the bond performance in Bangladesh. The findings reveal the returns 

generated by bonds in comparison to the DSEX index return. Since there is a limited number of 

bonds present in Bangladesh there is a lack of studies in the field. Therefore, this study will be 

very helpful to investors who are looking to invest in bonds. 

Bonds in BD: BRAC Bank, Islami Bank, ACI (matured) 

Statement of the problem 

The main problem with bonds in this country is that only a handful have ever been issued. 

Additionally, the mass public do not have the knowledge of their existence and little alone how 

bonds work. On top of that, there is a gap in the research of bond performance in Bangladesh. 

This is where my research comes in place to solve this problem.    

Scope and delamination of the report 

The main intention of the study is to figure out and compare the returns of bond with return of 

the DSEX index. The report will cover whether the return on bond is over satisfactory level or 

not for the investors. However, the study is not related to Unilever because I did not have access 

to the level of data required to complete this report.  

Objectives of the report 

The objective of the report can be broken down in two forms: 

1. General Objective: 

This internship report is prepared primarily to fulfill the Bachelor of Business Administration 

(B.B.A) degree requirement under the BRAC Business School, BRAC University. 

2. Specific Objective: 
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More specifically, this study entails the following aspects: 

 To give an overview of the return on bonds. 

 To compare the bond performance with the index performance. 

 

Research Questions 

Q1. How is the return on bonds compared to the return on the DSEX index? 

Q2. Is the bond return moving in the same direction as the market return? 

Q3. Is the return on bonds satisfactory to the investors? 
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Review of Related Literature 

Studies about bond performance are mostly about measuring the way bonds behave in the 

market. Similarly, this research seeks to figure out how bonds perform in Bangladesh. Works 

conducted by Altman (1989) developed alternative way to calculate the performance of corporate 

bond. Their result indicate somewhat higher than expected cumulative mortality rates over long 

holding periods, return spreads on all corporate bonds are positive, with impressive results for 

the high-yield, low-grade categories.  

In another study by Chen, Ferson & Peters on “Measuring the timing ability and performance of 

bond mutual funds” calculated the convexity in the relation between the fund’s return and the 

common factors. Their study reveal consistency with the view that bond funds have investment 

ability and they are more correlated to selectivity than timing.   

Moving over to the research by Cornell & Green on “The Investment Performance of Low-grade 

Bond Funds” reveal that in the long run the return on investment of low-grade bond are 

approximately equal to the returns provided by an index of high-grade bonds. 

 

 

Methodology of the Study 

The study is proceeded in a systematic manner starting from selection of the topic to the final 

report preparation. My faculty advisor guided me step by step with the selection of the topic and 

provided me with the necessary data. Therefore all the data I used in this research is secondary. 

The final report is compiled after thorough recommendations and valuable insights given by my 

honorable advisor. 
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Analysis and Interpretation of the Data 

In congruence with Cornell & Green (1991) and the data I possess, I have based my research on 

the following equation: 

Bond Return = B0 + B1*TB + B2*DSEX+ ε 

Here the dependent variable is Bond Return, which represents the monthly return on bonds. The 

Bond Return is controlled for two factors, TB and DSEX. The first independent variable TB is 

the 5 years Treasury Bond Cut-off Yield. And the second independent variable DSEX indicates 

the monthly returns of the DSEX index.  

The data I used for this research was the DSEX trade information from February of 2013 to 

December of 2017. So that to measure the performance of bonds I extracted the monthly return 

from this 5 years period. For this I used a simple formula: 

Monthly Bond Return =
Bond price at the end of the month –  Bond price at the beginning of the month

Bond price at the beginning of the month
∗ 100 

 

As mentioned before, there has been a scarce number of bonds issued in Bangladesh, a scanty 

number of only 3 in history. They are:  

 ACI 20% Convertible Zero Coupon Bonds 

 Subordinated 25% Convertible Bonds of BRAC Bank Ltd 

 IBBL Mudaraba Perpetual Bond 

2 of the 3 bonds have been issued by banks and one by a pharmaceutical company. As of now, 

only the ACI bond has been matured and other 2 are still active in the market. Instead of 
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generalizing the bond return, I formulated the bond performance individually with relevance to 

the available dataset.  

 

In this regard Microsoft excel was used to calculate the monthly Bond return in the following 

manner: 

 *Note: The data ACI bond matured in 2015

 

 Figure 1: Monthly return of ACI 20% Convertible Zero Coupon Bonds from February 2013 to 
March 2015 
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 Figure 2: Monthly return of Subordinated 25% Convertible Bonds of BRAC Bank Ltd from 

February 2013 to December 2017 
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 Figure 3: Monthly return of IBBL Mudaraba Perpetual Bond from February 2013 to 

December 2017 

 

Most of the bonds in DSEX have a maturity bracket of 5 years. Therefore, I used the 5 years 

Treasury Bond Cut-off yield to factor for the bond return, in order to synergize with the bonds in 

the market. As given on the website of Bangladesh Bank (2018), the cut-off yield of 5 years 

Treasury bond is 4.5%. Hence, I used the 4.5% yield in my dataset to run the empirical test.  

Finally, the last element in my equation is the DSEX return. The monthly DSEX return was 

calculated from the DSEX file (2013-2018). So that to calculate the index return I used similar 

formula to that of bond return: 

Monthly DSEX Return =
DSEX Index at the end of the month –  DSEX Index at the beginning of the month

DSEX Index at the beginning of the month
∗ 100 
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Again I used Microsoft excel to figure out the DSEX return in the following way: 

 

 Figure 4: Monthly return of DSEX Index from February 2013 to December 2017 

 

Empirical Analysis and Findings 

I began the regression analysis once I arranged my dataset to the likes of the equation. I used 

Microsoft excel to run the regression. Based on the equation Bond Return = B0 + B1*TB + 

B2*DSEX+ ε, I formulated 3 separate equations for 3 bonds.  

The data I was using contained only two years trade information about ACI 20% Convertible 

Zero Coupon Bonds, starting from February 2013 up to March 2015. Hence, I used the same 

number of observations in TB and DSEX. The formula I used to calculate ACI Bond return is as 

follows: 

ACI BOND RETURN = B0 + B1*TB + B2*DSEX+ ε 
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 Figure 5: Snapshot of the regression result of ACI Bond Return 

The R2 from the regression says that 7.1% of the variation in the ACI bond return is explained by 

the variation in Treasury bond yield and DSEX return. The standard error tells us the average 

error of estimation is about 0.034% per return. Moreover, there was a total of 26 observations for 

this regression.  

The coefficient on the intercept reads 0.015% return from the ACI bond even if the TB yield and 

DSEX Return are 0. The coefficient on the DSEX return indicate that a 1% increase in DSEX 

return will increase the ACI bond return by 0.17%.  

Therefore the underlying formula becomes:  

 

 

 

 

I had the full 5 years data for the rest of the 2 bonds. Starting from February 2013 up to 

December 2017. Thus, I had a greater number of observations for the next two regressions. The 

formula I used to calculate BRAC Bank Bond return is as follows: 

ACI BOND RETURN = 0.0145190555666426 + 0*TB + B2*0.174057321265196+ ε
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BRAC BANK BOND RETURN = B0 + B1*TB + B2*DSEX+ ε 
 

 

 

 Figure 6: Snapshot of the regression result of BRAC Bank Bond Return 

The R2 from the regression says that 7.6% of the variation in the BRAC Bank bond return is 

explained by the variation in Treasury bond yield and DSEX return. The standard error tells us 

the average error of estimation is about 0.037% per return. Moreover, there was a total of 59 

observations for this regression.  

The coefficient on the intercept reads -0.003% return from the BRAC Bank bond even if the TB 

yield and DSEX Return are 0. The coefficient on the DSEX return indicate that a 1% increase in 

DSEX return will increase the BRAC Bank bond return by 0.21%.  

Therefore the underlying formula becomes:  

 

 

The formula I used to calculate IBBL Mudaraba Perpetual Bond return is as follows: 

IBBL BOND RETURN = B0 + B1*TB + B2*DSEX+ ε 

BRAC BANK BOND RETURN = -0.00307750586941236 + 0*TB + B2*0.217356713804186+ ε
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 Figure 7: Snapshot of the regression result of IBBL Bond Return 

The R2 from the regression says that 8.6% of the variation in the IBBL Bond return is explained 

by the variation in Treasury bond yield and DSEX return. The standard error tells us the average 

error of estimation is about 0.029% per return. Moreover, there was a total of 59 observations for 

this regression.  

The coefficient on the intercept reads -0.0001% return from the IBBL Bond even if the TB yield 

and DSEX Return are 0. The coefficient on the DSEX return indicate that a 1% increase in 

DSEX return will increase the IBBL Bond return by 0.18%.  

Therefore the underlying formula becomes:  

 

One common thing to be noted among the 3 results is that the β coefficient on Treasury bond 

return is 0. This is 0 because the 5-years Treasury bond rate is fixed at 4.5%. Therefore, there   

 

 

 

IBBL BOND RETURN = -0.000110296374673298 + 0*TB + B2*0.183489496276585+ ε
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Recommendations 

On completion of my study I realized that I have only covered the tip of the iceberg of the bond 

market situation in Bangladesh. There is a wide horizon of research to be done on the topic 

bonds in Bangladesh. In the light, of my study further research should be done on bond 

performance especially with additional factors like shonchoy potro return, inflation rate, 

recession etc. I believe the bond performance can be better explained with additional factors as 

such. 

Conclusion 

I attempted to fill the gap in research on bond performance with my report. To wrap up, I will 

answer the research questions I had at the beginning of this study.   

Q1. How is the return on bonds compared to the return on the DSEX index? 

The 3 bonds has produced 3 individual returns when compared to the DSEX index return. The 

DSEX return has been fluctuating all over the 5-years length. 

 

 Figure 8: Trend line of monthly return of DSEX Index from February 2013 to December 2017 
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It can be seen that the index return has created sharp spikes with no fixed trend. In contrast, the 

bonds seem to be telling a different story. 

 

 Figure 9: Trend line of monthly return of ACI Bond from February 2013 to March 2015 
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Firstly, the ACI bond generated positive returns through 2013 to February 2014 then it slowed 

down for a month before picking up once again up until 2017 December.

 

 Figure 10: Trend line of monthly return of BRAC Bank Bond from February 2013 to 

December 2017 

Secondly, the BRAC Bank bond return was mostly positive from 2013 to February 2014. 

Starting from April of 2014 the return steeply declined to about -12% till April of 2016 after 

which it fluctuated all the way till December 2017.  
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 Figure 11: Trend line of monthly return of IBBL Bond from February 2013 to December 2017 

Thirdly, the IBBL bond return never settled into any trend it had steep declines throughout the 5 

years term but managed to climb back each time. 

In a nutshell, it can be said that the return on the Index fluctuated quicker than the bonds. As a 

consequence, the DSEX index produced greater number positive returns in the last 5 years than 

the bonds.      

Q2. Is the bond return moving in the same direction as the market return? 

From my research it can be seen that the return on bonds have positive correlation to the DSEX 

return. All 3 bonds seems to be trailing the DSEX index but at a slower pace. The following are 

illustrations of the return paths of the 3 bonds compared to the index: 
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 Figure 12: Comparison of trend return between the DSEX index and ACI Bond from 

February 2013 to March 2015 

 

 Figure 13: Comparison of trend return between the DSEX index and BRAC Bank Bond 
from February 2013 to December 2017 

 

-15.00%

-10.00%

-5.00%

0.00%

5.00%

10.00%

15.00%

20.00%
2

0
1

3

Ja
n

u
ar

y

Fe
b

ru
ar

y

M
ar

ch

A
pr

il

M
ay

Ju
ne

Ju
ly

A
ug

u
st

Se
p

te
m

b
er

O
ct

o
b

er

N
o

ve
m

be
r

D
ec

em
b

er

20
14

Ja
n

u
ar

y

Fe
b

ru
ar

y

M
ar

ch

A
pr

il

M
ay

Ju
n

e

Ju
ly

A
ug

u
st

Se
p

te
m

b
er

O
ct

o
b

er

N
o

ve
m

be
r

D
ec

em
b

er

2
0

1
5

Ja
n

ua
ry

Fe
b

ru
ar

y

M
ar

ch

Return Trend

ACI BOND RETURN DSEX RETURN RETURN

-25.00%

-20.00%

-15.00%

-10.00%

-5.00%

0.00%

5.00%

10.00%

15.00%

20.00%

25.00%

2
0

1
3

Fe
b

ru
ar

y

A
pr

il

Ju
n

e

A
ug

u
st

O
ct

o
b

er

D
ec

em
b

er

Ja
n

u
ar

y

M
ar

ch

M
ay

Ju
ly

Se
p

te
m

b
er

N
o

ve
m

b
er

2
0

1
5

Fe
b

ru
ar

y

A
pr

il

Ju
n

e

A
ug

u
st

O
ct

o
b

er

D
ec

em
b

er

Ja
n

u
ar

y

M
ar

ch

M
ay

Ju
ly

Se
p

te
m

b
er

N
o

ve
m

b
er

2
0

1
7

Fe
b

ru
ar

y

A
pr

il

Ju
n

e

A
ug

u
st

O
ct

o
b

er

D
ec

em
b

er

Return Trend

BRAC BANK BOND RETURN DSEX RETURN RETURN



Page | 17  
 

 

 Figure 14: Comparison of trend return between the DSEX index and IBBL Bond from 

February 2013 to December 2017 

It can be noted from the graphs that the bonds have been moving in the same direction as the 

DSEX index. The BRAC Bank bond has been tailgating the index most closely with a β 

coefficient of 21.7%.  

Q3. Is the return on bonds satisfactory to the investors? 

In accordance to figure 11, 12, & 13 it is apparent that the index has been giving higher returns 

than the bonds. Although the bonds have been following the index, the returns were not quick 

enough to catch up to the index return. Thus, it can be concluded that the return on bonds have 

not been all that satisfactory to the investors. 
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