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Executive Summary 

Corporate Bangladesh still funds its growth, for the most part, through bank debt. 
The Dhaka Stock Exchange is rarely treated as a real source of capital. For many 
firms, it is seen more as a compliance burden, or at best a reputational badge, than 
as a serious financing route. 

This paper makes four connected claims. First, the dependence on bank credit is 
costly, not only for individual firms but also for the wider financial system that has to 
carry the risk. Second, the academic evidence on going public is fairly settled: listing 
can bring concrete and measurable gains, from cheaper capital to stronger 
governance and broader visibility. Third, the weakness of the DSE is not simply 
“market volatility,” as it is often described. The deeper problem is what this paper 
calls the compliance listing, where firms enter the market without treating public 
equity as part of their long-term growth strategy. Finally, the current macro-financial 
moment, which has some echoes of the recent re-ratings of the Pakistani and Sri 
Lankan markets, has created a window of opportunity. It may not remain open for 
long. 

The paper moves from the global equity issuance cycle to the academic literature, 
then to Bangladesh’s local market pathology. It then builds the firm-level case for 
listing, draws lessons from regional precedents, and closes with recommendations 
for regulators, the exchange, and corporate leaders themselves. 

1.   The Bank-Loan Habit 

In Dhaka, corporate finance still begins with the bank. For most firms, growth means 
a term loan, a working capital line, or a syndicated facility renewed each year at a 
rate tied to the policy rate. The arrangement rests on collateral and personal trust 
more than on the underlying strength of the business. What almost never enters that 
conversation is the source of capital that helped build many of the country’s most 
successful enterprises in the first place: the public equity market. 
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This is worth pausing over, because the avoidance is not really a calculation. 
Corporate Bangladesh does not stay away from the DSE because the arithmetic 
always fails. It stays away out of habit, suspicion, and a small set of fears that this 
paper takes apart one by one. 

The cost of this habit is not borne by firms alone. An economy that channels savings 
almost entirely through banks does three things at once. It concentrates risk inside 
the banking system, where distress in one large borrower can travel quickly. It 
deprives productive firms of the patient, long-horizon capital that only equity can 
provide. And it leaves household savings parked in low-yield deposits rather than 
invested in the growth of the nation’s strongest companies. A long line of research, 
starting from the observation that financial structure shapes the real economy built 
on top of it, shows that economies with deeper equity markets allocate capital more 
efficiently and grow faster (Levine, 2005; Levine & Zervos, 1998). A shallow equity 
market, then, is not merely a missed corporate opportunity. It is a structural 
weakness, and Bangladesh has lived with it for too long. 

 
Figure 1.  A nation's savings can travel two ways. Bangladesh routes almost 

everything through the bank. 

2. The Global Context 

This argument also comes at a particular moment. The global market for new equity, 
after a difficult stretch, is no longer frozen. In 2025, around 1,293 companies went 
public worldwide and raised about USD 171.8 billion. Proceeds were up by 39 
percent from the previous year, even though the number of deals was broadly 
unchanged (Ernst & Young [EY], 2026). That tells us something useful. The market 
did not simply become more crowded. It became more selective, with stronger firms 
able to raise larger amounts. 
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There is a regional lesson here as well. India led the world by number of listings in 
2025, showing how a South Asian economy with deeper capital markets can turn 
corporate expansion into public capital at scale (EY, 2026). Bangladesh cannot copy 
India’s market overnight, and it should not pretend otherwise. But it can read the 
direction of travel. As interest rates soften and global risk appetite returns, frontier 
markets that prepare early will have an opening. Those that remain hesitant will 
probably miss it. 

3.   What the Evidence Already Knows 

The decision to go public is one of the more closely studied questions in corporate 
finance, and much of that evidence speaks directly to Bangladesh. It is useful to 
begin where a sceptical business owner would begin: what does a firm actually gain 
by listing? 

The first answer is not always the obvious one. A major empirical study found that 
firms did not mainly use IPO proceeds to build the next factory or fund a new 
expansion drive. More often, they used the money to reduce debt and strengthen the 
balance sheet. After listing, they also saw a measurable fall in the cost of the bank 
credit they continued to use (Pagano, Panetta & Zingales, 1998). The logic is simple 
enough. A private firm that depends heavily on one bank is vulnerable to that 
lender’s informational advantage. The bank knows more than the outside market 
does, and can quietly charge for that privilege (Rajan, 1992). Listing changes the 
negotiation. It does not only raise equity; it also disciplines the price of debt. 

Survey evidence from finance chiefs adds another layer. CFOs often describe 
tradable shares as an acquisition currency, something that can be used to buy other 
companies, reward key people, and retain talent. At the same time, the strongest 
reason for staying private is just as clear: owners do not want to dilute control (Brau 
& Fawcett, 2006). Both instincts are real. A serious case for listing has to take the 
second one seriously, not just celebrate the first. The theory is also clear on this 
trade-off. Going public allows owners to spread risk and access a wider capital base, 
but it comes with more scrutiny (Chemmanur & Fulghieri, 1999). The decision, 
therefore, turns on how much an owner values control against access to deeper and 
cheaper capital (Boot, Gopalan & Thakor, 2006). Later reviews of IPO research 
confirm this basic pattern rather than overturning it (Ritter & Welch, 2002). 

A second body of work explains why firms in emerging and frontier markets often 
resist this scrutiny, and why that resistance becomes costly. Where investor 
protection is weak, ownership tends to concentrate in controlling families. Those 
owners often prefer opacity, because transparency reduces the private benefits of 
control (La Porta, Lopez-de-Silanes, Shleifer & Vishny, 1998). But opacity is not free. 
In a study of more than 4,400 firms across 29 economies, researchers found that 
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foreign investors hold fewer shares in poorly governed, family-controlled firms. The 
effect is strongest where earnings are hardest to interpret, which points directly to 
information asymmetry as the source of investor caution (Leuz, Lins & Warnock, 
2009). 

The same logic can also work in the firm’s favour. When a company accepts a 
stricter disclosure regime, it binds itself to standards that outside investors can trust. 
Markets tend to reward that commitment with a higher valuation (Doidge, Karolyi & 
Stulz, 2004). Transparency, then, is not a moral lecture. It is the price of entry into a 
deeper pool of capital. Taken together, the literature explains both why firms in 
markets like Bangladesh remain under-listed and what they may gain by overcoming 
that reluctance. 

4.   The Compliance-Listing Pathology 

On the DSE, these general tendencies have become something more specific. This 
paper calls it the compliance listing. Many firms that entered the market did not do so 
to raise serious capital. They listed to satisfy a lender, meet a regulatory 
requirement, or capture a tax benefit. They floated a small sliver of shares, kept 
control firmly inside the family, and treated the market as something to pass through 
rather than build with. Repeated across the exchange, this has produced the market 
Bangladesh now has: thin free floats, weak institutional ownership, and prices 
shaped more by retail mood than by the analytical capital of professional funds. 

This is where the usual complaint about volatility needs to be turned around. The 
volatility that finance chiefs cite as a reason to avoid the exchange is not simply a 
natural feature of equity markets. Much of it is produced by the way firms list in the 
first place. Thin floats, limited disclosure, and the absence of serious institutional 
investors create the very instability that later becomes the excuse for staying away. 
The next figure should therefore be read as a loop, not a checklist. Each step feeds 
the next, and the whole thing keeps turning quietly, year after year. 
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Figure 2.  The compliance listing is self-reinforcing. The diagnosis and the cure are 

the same fact, seen from opposite ends of the loop. 

The way out is already visible in the problem illustrated above. A market with 
meaningful free floats and serious institutional owners is, by nature, deeper and 
steadier. But that market will not appear through regulation alone. It requires credible 
firms to treat the exchange as a place to raise capital, widen ownership, and build 
value, not as an obligation to be discharged at the lowest possible cost. 

5.   The Case for the Individual Firm 

For an individual firm weighing the decision, the case follows directly from the 
evidence above. It is best stated in the firm’s own language. A serious listing lowers 
the cost of capital on both sides of the balance sheet. It brings in permanent equity, 
with no repayment schedule and no covenant waiting to be breached in a difficult 
quarter. At the same time, it can reduce the cost of the bank debt the firm continues 
to use, partly because public reporting creates audited information, and partly 
because the firm now has a credible alternative to the bank. That changes the 
conversation with lenders (Pagano et al., 1998; Rajan, 1992). 
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Figure 3.  A listing improves both halves of the balance sheet. The disclosure 

owners instinctively resist is the same disclosure that lowers the price of capital. 

The second benefit is strategic however. A listed share is a currency. It can be used 
to acquire competitors, reward senior managers, and retain key people, which is why 
public-company finance chiefs rank it among the strongest benefits of listing (Brau & 
Fawcett, 2006). The third benefit is quieter, but important. A daily market price 
replaces the comfortable fiction that a private company is worth whatever its owners 
say it is worth. It also gives founders a cleaner way to take liquidity and manage 
succession without selling the business outright. 

That leaves the main objection: loss of control. But this fear often misunderstands 
what listing requires. A firm can float a meaningful minority, raise substantial capital, 
establish a public value for the rest of the company, and still be run by the same 
people. The disclosure that controlling families resist is also the disclosure that 
narrows borrowing spreads, attracts stronger counterparties, and turns audited 
accounts into trusted accounts. Transparency is not merely the toll a firm pays to list. 
It is part of what listing produces, and it is what opens the door to foreign institutional 
capital, the largest pool of funding Bangladesh has never properly tapped (Leuz et 
al., 2009; Doidge et al., 2004). 

6.   The Window, and the Two Markets That Walked Through It 

The firm-level case is strong on its own. What makes it urgent is a macro-financial 
window that is opening now. Allocators who specialise in frontier markets have 
begun to look again at Bangladesh. Asia Frontier Capital, a Hong Kong-based 
frontier investor, has publicly placed Bangladesh today roughly where Sri Lanka and 
Pakistan stood 18 to 24 months earlier, with the market trading near 9.5 times 
earnings against the 16 to 17 times it commanded six to seven years ago, and has 
tied its constructive view to falling inflation, an expected decline in benchmark rates, 
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and improving political clarity (Asia Frontier Capital, 2026). The comparison is not 
decoration. It is the heart of the argument, because both comparator markets ran an 
identifiable sequence, and both rewarded the investors and issuers who moved 
before the rest of the market did. 

That sequence is worth setting out plainly, because it is the same in each case and it 
is already visible in Bangladesh in part. A frontier economy stabilises its external 
position. Inflation falls. The central bank cuts rates. The currency steadies. Capital 
that had been sitting on the sidelines comes back. And the index re-rates, lifting the 
whole market with it. 

 
Figure 4.  The path a frontier re-rating tends to follow. Bangladesh has already taken 

the first of these steps. 

The numbers from the two comparator markets give the sequence its force. 
Pakistan's benchmark index rose by roughly 86 percent in 2024, its strongest year in 
more than two decades, as external stabilisation anchored confidence, inflation fell 
from nearly 30 percent to low single digits, the central bank cut rates sharply, the 
currency held, and foreign money returned to a market trading at a single-digit 
earnings multiple. It added a further 47 percent in 2025 (Asia Frontier Capital, 2026). 
Sri Lanka travelled the same road. Its principal index gained around half its value in 
2024 and a further 33 percent in 2025 on the strength of stabilisation, debt 
restructuring, disinflation, falling rates, a steadier currency, and returning inflows, in 
what market participants openly called a re-rating of the entire index (Asia Frontier 
Capital, 2026). 
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Figure 5.  The re-rating, lived twice. Both markets climbed from single-digit earnings 
multiples. The firms already listed captured the move; those that delayed watched it 

from outside. 

These are not exotic outcomes. They are the ordinary consequence of a cheap 
frontier market stabilising and sidelined capital coming home, and in both countries 
the firms already inside the market caught the re-rating while those that hung back 
observed it from the other side of the glass. The structural comparison points the 
same way. Bangladesh has nearly closed its gap with India in income per head, yet 
the market capitalisation of its banking sector relative to the size of its economy 
remains a small fraction of India's. That gap does not measure a limit on the 
Bangladeshi market. It measures the capacity the market has not yet used. 

The logic for the firm is therefore a logic of timing. A re-rating rewards the companies 
that are already inside the market when capital returns, because they are the 
constituents of the index and the holdings in institutional portfolios at the moment the 
allocation decisions get made. Listing is a position taken ahead of the re-rating, not a 
reaction to it. The early signs of the turn are already on the board. 

7.   What Should Be Done 

If this moment is to become more than a short rally, the work has to be shared by the 
regulator, the exchange, and the companies that may come to market. The first task 
is to make listings real. A public company should have genuine public ownership. 
The minimum free-float requirement should therefore be raised and enforced 
consistently, so that firms cannot enter the market with a token float while keeping 
almost everything locked inside the sponsor group. 
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The second task is to make better issuance worth the effort. Firms that offer a 
meaningful free float and accept higher standards of governance and disclosure 
should receive faster approvals and better tax treatment. The market should reward 
the kind of listing it wants more of. 

Third, Bangladesh needs a deeper institutional base. Pension funds, provident 
funds, mutual funds, and professional asset managers are not decorative parts of a 
capital market. They are what make price discovery less dependent on retail mood 
and short-term speculation. 

Fourth, disclosure has to be treated as market infrastructure. Foreign institutional 
investors do not enter opaque companies out of goodwill. They enter when accounts 
are credible, governance is legible, and minority rights are not treated as an 
afterthought. The evidence on governance and foreign participation is clear on this 
point (Leuz et al., 2009). 

Finally, firms themselves need to change how they understand listing. It is not a 
compliance event. It is a capital-structure decision. Well-run private firms should 
consider floating a meaningful minority before the market re-rates, not after the easy 
money has already been made. 

 

8.   Conclusion 

Corporate Bangladesh’s dependence on bank debt has become an expensive habit. 
It raises the firm’s cost of capital, ties growth to the value of collateral, pushes too 
much risk into the banking system, and leaves foreign institutional capital largely 
untouched. The evidence is not especially ambiguous. Going public can lower the 
cost of capital, create a strategic currency for expansion, and discipline the price of 
the debt a firm continues to use. The recent experience of Pakistan and Sri Lanka 
adds the timing lesson: when frontier markets re-rate, the firms already listed capture 
the move. 

Bangladesh does not lack the policy tools to deepen its equity market. Nor does it 
lack firms capable of using public capital well. What it lacks is the habit of treating the 
stock exchange as a serious source of finance. That is the habit that now needs to 
change. 

The question, then, is no longer whether the equity market can become a primary 
engine of corporate and national finance. The evidence has answered that. The real 
question is whether Bangladesh’s firms and policymakers will move while the 
window is still open. 
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