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(a) Parties:
i. Sender
li. Receiver
(b) Communication tools
. Message
ii. Media
(¢) Communication Functions
I.  Encoding
ii. Decoding

lii. Response
v. Feedback
:The party sending the message to
another party.

Sender

Encoding : The process of putting through into
symbolic forms. Advertising agency
assembles the words and
illustrations not an advertisement
that will convey the intended
message.

Message :The set of symbols that the sender

transmits. That is the actual
advertisement.

Media :The communication channels
through which the message moves
Jfrom sender to receiver T V. Radio,
Press etc.

Decoding : The process by which the receiver

assigns meaning to the symbols
encoded by the sender. This is the
act of interpretation of the
advertisement, the words and
illustrations it contains into q
message by the customer.

Receiver :The party receives the message sent
by another party. This is the
consumer and the customers who
waich the advertisements.

Response :The function of the receiver after

being exposed to the message. The
customers who likes this product
more likely to buy the product next
time when they want the product.
Feedback : The part of the receivers response
communicated back to the sender
This is how much they like /
dislike the advertisement, remember
/forget the advertisement. And how
much they praise or criticize the
product.

Noise :The unplanned statistics or
distortion during the
communication process, which
results in the receivers getting a
different message than the one the
sender sent. This could be due to
poor channel reception or
distracted by the family members

while watching the ad.

The model point out several key factors in
good communication. Sender need to know
what audience that they wish to reach and what
response they want. They must be good at
encoding messages that take into account how
the target audience decode them. T, hey must
send messages through media that will reach the
target Audience, and they must develop
Jeedback channels so that they can assess the
Jeedback of the audience to the message.

3. Communicator's Functions

Thus, the marketing communicator, must do
the followings;

~ ldentify the target audience

» Determine the response sought

# Choose a message

» Choose the media

w Select the message source

~ Collect the feedback
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3.1 Identifythetarget Audience

A marketing communicator starts with a
clear target audience in mind. The audience
may be potential buyers or current users, those
who make the buying decisions or those who
finance it. The target audience may be
individuals, groups or special public, ,or géneral
public. The target audience will heavily affect
the communicator's decision on,

» Whatwill besaid,

~ Howwillit besaid,

» Whenwill be said,

~ Wherewill it be said, and
X Whowillsayit.

3.2 Determining the Response Sought

Once the audience has been defined, the
marketing communicator must decide what
response is sought from them. Of course, in
most cases, the final response is purchasing.
But purchasing is the result of a long process of a
consumer decision making. They pass six stages
in order to arrive at the final decision to buy.
They are as follows.

» Awareness
» Knowledge
~ Liking

~ Preference
» Conviction
~ Purchase

The communicator needs to know where the
target audience now stands and or what stage it
needs to be moved.

3.3 Choosing the Message

Having defined the desired audience
response, the communicator turns to develop an
effective message. Ideally the message should
get the AIDA formula.
qualities of the message.

This suggests the

» Attention

» Interest

~ Desire

~ Action
Message Content :

In addition to the above, the communicator
has to select an appeal or theme that will
produce the desired response. There are three
types of appeals as follows.

~ Rational Appeal
~» Emotional Appeal
~ Moral Appeal

Rational Appeal :

Message appeals that related to the
audience's self interest and show that the
product will produce the claimed benefits.
Examples; quality, economy, value or
performance etc.,

Emotional Appeal :

Message appeals that attempts to stir up
negative or positive emotions that will motivate
purchase. Examples; fear, guilty, shame, love,
humor, pride and joy etc.,

Moral Appeal :

Advertising messages directed to the
audience's sense of what is right or proper. This
is most used to urge people to support in social
causes such as, environmental issues, peace,
help for needy etc.

3.4 Choosing the media

The communicator must select the channels
of communication. There are basically two

types of channels as follows.

» Personal Communication Channels
X Non-Personal Communication Channels

( suvd - orisl) 2008
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Personal Communication Channels :

These are channel through which two or
more people communicate directly with each
other, including face to face, person to audience,
over the telephone, or through mail. They are
effective because they allow for personal
addressing and feedback.

Non-Personal Communication Channels :

These are the media that carry messages
without personal contact or feedback. These
include

~ Print Media : (Newspapers, magazines,
direct mail.....)
# Broadcast Media :(Radio, Television)
» Display Media  :(Billboards, Signs,
Posters....)

3.5 Selecting the Message Source

The message's impact on the audience is
also effected by how the audience view the
sender. Messages delivered by highly credible
sources are more persuasive. The most
important factor here is the credibility of the
source and the message. Three aspects would
be important in making a source credible. T hey
are:

» Expertise,
~ Trustworthiness and
~ Likability
Expertise : is the degree to which the
communicator has the authority
to back the claim.

Trustworthiness : is related to how objective
and honest the source
appears to be.

3.6 Collecting Feedback

After sending the message, the
communicator must research its effects on the
target audience. This involves asking the target
audience members.

~ How many time they saw it,

~ Whether they remember the message,

~ Whatpoints they can recall,

~ How they felt about the message, and

#  Their past & present attitudes about the
products.

The communicator should also measure the
behavior resulting from the message, how many
people bought the products or at least visited the
shops.

4. Promotional Budget

One of the hardest decisions facing by a
company is to decide how much to spend on
promotion. Once a leading marketer said “I
know half of my advertising budget is wasted.
But, 1 don't know which half”. So, how does a
company decide on its promotional budget? We
can look at four methods used commonly.

» Affordable method :
Setting the promotional budget at the level

management thinks that the company can
afford.

» Percentage of Sales method :
Setting the promotional budget at a
certain percentage of current or
Jorecasted sales or as a percentage of the
sales price.

» Competitive Parity method :
Setting the promotional budget to match

thec tit, tiay.
Likability : is how attractive the source is to ¢ competilors outiay
the audience. » Objective and Task method :
Developing the promotional budget by;
| emaar ®0udl - wipEg 2008
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sSTEUUl L. URUUQUTS BI®RHS euenisd
WITEoSTe, © Gsumd Bremufids GHrbmn CubmeT.
SHETE0 @6 enmul RmLUSCHTITD  BEIBBTERNgGev
Fenrevfd i enLbelan  aumenduisy WewiBL - QT
uswIll Lo BB FUpSHTUHD 2 _GBouUTH aUGDHBH!.
Nenrew e DL L. BeneT Apel Bl U BWT B
&b @Be0TID.

FHeiaNuds QuTnh i sl (Atm card)
aurey oiCemL (Debit card)
3. sLe&r i emL (Credit card)

@siall L deflar umemBullsd LB mHD
&TelF QaFsueud BEFLUBSGID BN HSULGS DI
BrE e alenFFAUTe SeusuendWITET DL DL HEN6T
6B EMLILG QBeTTauDTEOID BHHSULBGSME!. 205
& Gumuii. Cesy bank Cash point apsub BTG
LTTSD Heiianidhd GuTH SiL el e LWTUGSH
usmid Qumb suTuIlienu SRS 6URIS DT
AUTIQHENBUITETTHEHDHES UPTIS  EuBHDBBHI. L 60T
oI anLenw QuT i Heusmruieu Classic card, Gold
card, Silver card a1 @eeu aUMBLLES U
UGt BH. BL&T S ewLuflled 2 eien 16
Re0BHBRIBEN0 WDDHL 4 ReVHBHIBEHID iDL U6
AmEmW GHLUSTES JNMDB DBEH. 2605l
HIUTHH B0 BGHIHID CUTEHL BHened QBTaTaIse)
Qi FFeulsF oL i _enLben (International
Credit Card) sug&wefebE@ImaH.

AIRISUNWLES HHDHIMBTS LWRTUGSD
SULL L QMO EHIL LD Fev FIWIRIGETN HFEeULID
CHd HHSUSH! QUGHEDDHHDHBEH. Fb Fov 6TFIOBETT60
Guwom GaTememlLGL BL T SiL_enL. GLOTFQ HTANUISHD
Qum SiILenL Cuwrsy. Hewewh Guwrag (Computer
Crimes) Gureim QFweLD6T BSIH  URIBDBEHLDBGS
QUIBLD DF F DI HEOTEH HNMIDBRIBHI. Herent GLoTFIg
b Curg NG OHTHLEI U Difened LWL
uGSHE sememNuler omL s Gl Garsmsmiu@D
SIS HISH GOBF GFWeLBmENWID GBHSMEH.
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c1oBAL FINANCIAL erisis

Sub prime mortgage crisis

Thesub pritne mortgage crisis is an cngoing
finarsciel ¢« rais characterioe] Ty contracted licnidity
in global croxlit markets and banking svstems
trigmenal by Lhe il of morlgape compaiies,
invastment finns and government sponsered
enterprises which had invested heavily insub prime
mnztgages. 1w crisis, which roots from the closing
vears of the 204h century has became mare apparent
:chm-uglmurzl;i;f.‘-’ arnl 2008, and has passed through
variuns steges exposing pervasive weaknesses m the
global financial systorm amd regulatory famuwmk,

e T Nivonjon
Sinceas Mg,
Lurcadh iov-etmark T | Lhd

Ihe crisis besan with the bursting of the
United Skates Toeusing bubble and high default rides
on Usub prime’ and adppstable sk morigages
(AR, brioning in appeaximabaly 20052008, Lora
rurnher of vears priov to that, doeclining lemding
standards, oo ioorvsse in loan incentives such o
eaasy imilial wrma, and a long-term trend of Hsing
housing prices had  encourapgsd borrosvers to
assurne difficalt mortgages in the balict they wauli
be able to quickly rofinance st more favorable lerms.
However, once inkereal rabas bejran toocise anl
howsing prices started tu drop modecately in
HMBINTE in many parla of the 15, rct':i'.'mr'.::.r.l_z_
became more difficult Defandts wred foreclosoce
activity increased dJramatically as essv initial terms
cxpiced, home prices iicd o cise as soticpabead,
and ARM inleresl rales were resel al highar levels.
Voreclosures soecleraed in the Linited States in lake
G ard |I'iﬂ?-':_t"':l?!i.| A _FI-I:" vl Frrwandtal ©risis T]I-'I:-I,.Ij-';l"
HXY and 200, Daring 2007, nearhr 1.3 miliion S
huubim:r, propertics were subject o forecloaure
prtivity, up /9% foom 2006,

Mujor banks and ather financial iastitutor:s
sround  the world have reported Inases of
approxumately UEEA35 billion we of £7 July 2008,
Lhe guidity concerns drove conteal banks arouncd
the werld bo take acHon %o provide funds ko
member Banks to encourage lending tao warthy
borpuwers and Lo restore fuith in the commorosi]
paper markels, The LS. povernment also biiluad
ot iu:_-,.- finansial instinatons, assurring 5i_:n.1'ﬁ-:'ﬂ:1:
additivasd flianaial commitroemnts,

[he risks to Lhe
broader vvonwany crealed
b the fnancinl muirket
cTigia and housing markes
Ao nIuTn wWore primary
factors in sewveral
decisions by the U5,

Fedaral Keserve to cut
inlerasl Tates and the economic stimulils package
padsad by Congress end signed by Tresident
Gearge W, Bush on Febroary 135, 2008, During ihe
week of Aeplember 14, 2U0H the crisis acoclerated,
dovelapdng intaa global Fnancial crisis. Collowing
i serips of md-hne imarkel interventons to bl vut
pecticular Drms, a 300 billien proposal was
presente ta the ILS, Congeess in Seplember, 2008,
Theese activie ace designed o slimalals economic
prowth and cowpere confilence ino the linarcial
trkioty

Lt 3 Cekober 200, President Gentge V.
Rush sigred the nended version of the Bill et
Tovw, Thue following week the Dove-Jones index of
the largest companies traded on the TS shock
market declined 23% . depictings the worst waele in
the indea's 118-wear history, Since | Tammary, 2008,
awrnersal stecks un U1S corporstions bave suftered
about 46 rrillion in osses, s lheir haldings
dechned inoralog trom S20 eillion o $17 2eillior,
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Losses in other countries have averaged about
40%.

US Stock Market Weaknesses

On July 19, 2007, the Dow Jones Industrial
Average hit a record high, closing above 14,000 for
the first time.

On August 15,2007, the Dow dropped below
13,000 and the S&P 500 crossed into negative
territory for that year. Similar drops occurred in
virtually every market in the world, with Brazil
and Korea being hard-hit. Through at 2008, large
daily drops became common, for example, the
KOSPI dropping about 7% in one day, although
2007's largest daily dropped by the S&P 500 in the
US. was in February, a result of the sub prime
crisis.

Mortgage lenders and home builders fared
terribly, but losses cut across sectors, with some of
the worst-hit industries, such as metals & mining
companies, having only the vaguest connection
withlending or mortgages.

Stock indices worldwide trended
downward for several months since the first panic
inJuly August2007.

The TED spread an indicator of credit risk
increased dramatically during September 2008.

The crisis caused panic in financial markets
and encouraged investors to take their money out
of risky mortgage bonds and shaky equities and
put it into commodities as "stores of value".
Financial speculation in commodity futures
following the collapse of the financial derivatives
markets has contributed to the world food price
crisis and oil price increases due to a "commodities
super-cycle." Financial speculators seeking quick
returns have removed trillions of dollars from
equities and mortgage bonds, some-of which has
beeninvested into food and raw materials,

In the Beginning of mid-2008, all three major
stock indices in the United States (the Dow Jones
Industrial Average, NASDAQ, and the S&P 500)
entered a bear market. On 15 September 2008, a
slew of financial concerns caused the indices to
drop by their sharpest amounts since the 2001
terrorist attacks. That day, the most noteworthy
trigger was the declared bankruptcy of investment
bank Lehman Brothers. Additionally, Merrill
Lynch was integrated with Bank of America in a
forced merger worth $50 billion. Finally, concerns
over insurer American International Group's
ability to stay capitalized caused that stock to drop
over 60% that day. Poor economic data on
manufacturing contributed to the day's panic, but
were eclipsed by the severe developments of the
financial crisis. All of these events culminated into
a stock sell off that was experienced worldwide.
Overall, the Dow Jones Industrial plunged 504
points (4.4%) while the S&P 500 fell 59 points
(4.7%). Asian and European markets rendered
similarly sharp drops.

The much anticipated passage of the $700
billion bailout plan was struck down by the House
of Representatives in a 228205 vote on September
29. In the context of recent history, the result was
catastrophic for stocks. The Dow Jones Industrial
Average suffered a severe 777 point loss (7.0%), its
worst point loss on record up to that date. The
NASDAQ tumbled 9.1% and the S&P 500 fell 8.8%,
both of which were the worst losses those indices
experienced since the 1987 stock market crash.

Despite congressional passage of historic
bailout legislation, which was signed by President
Bush on Saturday, Oct. 4, Dow Jones Index
tumbled further when markets resumed trading
on Oct. 6. The Dow fell below 10,000 points for the
first time in almost four years, losing 800 points
before recovering to settle at -369.88 for the day.
Stocks also continued to tumble to record lows
ending one of the worst weeks in the Stock Market
since September 11,2001."
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Itis also estimated that even with the passing
of the so-called bailout package, many banks
within the United States will tumble and therefore
cease operating. It is estimated that over 100 banks
in the United States will close their doors because
of the financial crisis. This will have a severe
impact on the economy and consumers. It is
expected that it will take years for the United States
torecover from the crisis .

Indirect Economic effects

The sub prime crisis had a series of other
economic effects. Housing price declines left
consumers with less wealth, which placed
downward pressure on consumption. Certain
minority groups received a higher proportion of
sub prime loans and experienced a disproportional
level of foreclosures. Home related crimes
including arson increased. Job losses in the
financial sector were significant, with over 65,400
jobs lost in the United States as of September 2008.
Many renters became innocent victims, often
evicted from their homes without notice due to
foreclosure of their landlord's property. In October
2008, Tom Dart, the elected Sheriff of Cook County,
Ilinois, criticized mortgage companies for their
actions, and announced that he was suspending all
foreclosure evictions.

The sudden lack of credit also caused a
slump in car sales. Ford sales in October 2008 were
down 33.8% from a year ago, General Motors sales
were down 15.6%, and Toyota sales had declined
32.3%. One in five car dealerships are expected to
closeinFall of 2008.

Government bailouts

Government intervention during the sub
prime mortgage crisis, List of bankrupt or
acquired banks during the financial crisis of
20072008, and Federal takeover of Fannie Mae
and Freddie Mac

People queuing outside a Northern Rock
bank branch in Birmingham, United Kingdom on

September 15, 2007, to withdraw their savings due
to fallout from the sub prime crisis.

& Northern Rock had difficulty finding
finance to keep the business going and was
nationalized on 17 February 2008. As of October
8th, 2008, UK taxpayer liability for the bank had
climbed to £87Bn ($150Bn) according to Robert
Chote, director of the Institute for Fiscal Studies.

% Bear Stearns was acquired in March 2008 by
J.P. Morgan Chase for $1.2 billion. In order for the
deal to go through, the Fed issued a nonrecourse
loan of $29 billion to Bear Stearns. In September
2008, the Treasury Department confirmed that
both Fannie Mae and Freddie Mac would be placed
into conservatorship"®! with the government
taking over management of the pair. The two GSEs
have outstanding more than US$ 5 trillion in
mortgage backed securities (MBS) and debt.
Merrill Lynch was acquired by Bank of America in
September 2008 for $50 billion.

% Scottish banking group HBOS agreed on17
September 2008 to be acquired by UK rival Lloyds
TSB in an emergency takeover after its share price
experienced significant falls amid fears over its
exposure to toxic debt. The deal was encouraged
by the UK government, who agreed to waive
competition rules to allow the takeover to go
ahead.

< Lehman Brothers declared bankruptcy on
15 September 2008, facing a refusal by the federal
government to bail it out. Treasury Secretary Hank
Paulson cited moral hazard as a reason for not
bailing out Lehman Brothers.

% In September 2008, The Federal Reserve
provided an emergency loan of $85 billion to AIG,
which will be repaid by selling off assets of the
company. This intervention gave the US
government a 79.9% equity stake at AIG. Just over
three weeks later the Fed reported that AIG had
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drawn down $70.3 billion of that $85 billion facility
and AIG announced that it may tap an additional
$37.8 billion in secured funding from the Federal
Reserve

* In September 2008, Washington Mutual
declared bankruptcy. The United States Office of
Thrift Supervision (OTS) announced that it was
seizing Wa Mu and would sell most of its
functional assets to].P. Morgan Chase.

“ On 29 September 2008, British bank
Bradford & Bingley was nationalised by the UK
government. The government will take control of
the bank's £50bn mortgages and loans, while its
savings operations and branches are to be sold to
Spain's Santander.

% In October 2008, The Australian
government announced that AU$4 billion was to
be raised to fund non-bank lenders that are unable
to obtain funding to finance new loans. After
industry feedback this was increased to AUS$8
billion.

“Once in a Century Credit Tsunami”

The Budget 2009 is presented in Sri Lanka at a
time when a financial crisis, unprecedented in
recent history, is sweeping around the world with
leading financial centers - New York, Japan and the
European capitals - taking a heavy beating,
marked by bankruptcies, stock market losses,
business closures, job losses etc. The latest victim is
said to be the Bombay with large-scale
withdrawals by the Fund operators, and, a major
crisis has arisen in respect of Russian currency and
the consequent reduction of foreign reserves.
Colombo Stock Exchange too has followed a
similar downward trend, with market
capitalization declining sharply. Alan Greenspan,
former Federal Reserve Board Chairman, has
called the current crisis “Once in a Century Credit
Tsunami”. Analysts feel that the worst is yet to
come. Given the highly integrated global economy
and trade, the consequences of this crisis are bound
to impact on the Sri Lanka economy. Sri Lanka

Central Bank's swift response to provide flexibility
to the rupee was an initiative to boost up the export
sector.

Reason for Crisis

1. Increasing delinquency rates in sub
prime mortgages.

2. Intense competition among lenders
and low quality lending.

3. Off balance sheet exposure of banks.

4. Rapid development of complex financial
products through asset. securitization
outside the regulated entities.

5. Lapses of credit rating agencies.

6. Lack of transparency in the OTC markets.

Lessons to be learned from the Crisis

1. Importance of liquidity.

2. The need for stress testing under extreme
scenarios.

3. Model Risks.

4. Enhancing transparency in markets and
institutions.

5. Adverse incentives.

6. Pro cyclicality of risk.

Impact on Sri Lankan Stock Market

Stock markets across the globe plummet while
the drop in ASPI is considerably lower as the
magnitude of the global crisis on our local market
is very minimal. Nevertheless yes, the pull over of
foreign funds from the local market even on thin
volumes is having a heavy beating on the indices,
with connection to shares like Dialog Telecom
PLC, John Keels Holdings PLCetc.

In the coming quarters, the local economy will
be posed with the dilemma of decreased exports
especially with regard to sectors like garments and
tea. This will have a knock-on effect on other
industries with the lowering of consumers'
spending 'ability. Thus isolation from the global
recession cannot be anticipated in the long run.
Nevertheless, itisan encouraging factor that the Sri
Lankan Banking sector has so far proved to be
quiteresilient to these external factors,
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World Stock Market Trend 31.12.2007 - 10.10.2008

Year To Date Week To Date
31122007 | 10.102008 | % Change 3.10.2008 10.10.2008 % Change

us.
Down Jones 13,264.82 8,579.19 -35% 10,482.85 8,579.19 -18%
S &P 500 1,468.36 909.92 -38% N/A 909.92 N/A
NASDAQ 2,084.93 1645.12 -21% N/A 1,645.12 NJ/A
UK.
UK FTSE 100 6.456.90 4,313.80 -33% 4,980.30 4,313.80 -13%
Europe
FTSE Eurofirst 300 1507 40 921.46 -39% 1,089.38 921.46 -15%
Asia_
Japan - Nikkei 15,307.78 8,308.27 -46% 10,938.14 8,308.27 -24%
g::g Kong - Hang 27,812.65 1594324 -43% 17,662.40 15,943.24 -10%
Srilanka - ASPI 2,540.00 193566 -24% 2,155.53 1,935.66 -10%

Source: Bartleet Mallory Stock Brokers (Pvt) Ltd.

Year To Date Price Changes in some of the leading Blue chip counters
31.12.2007 — 10.10.2008

Company Code Price (Rs.) Change %
31.12..2007 10.10. 2008
DIAL 20.00 7 -65%
DIST 100.50 56.5 -44%
JKH 127.25 75 -41%
COMB 147.00 92.25 -37%
NDB 168.75 116 -31%
SAMP 120.00 83 -31%
DFCC 127.00 88 -31%
HHL 95.00 72 -24%
HNB 122.50 93.5 -24%
AHPL 40.00 3225 -19%
BUKI 1,300.00 1,110.00 -15%
KHL 7.00 6 -14%
CARS 3,200.00 178 -94%
LioC 21.50 215 0%
HAYL 107.75 115.5 7%
SPEN 400.00 430 8%
NEST 262.75 290.25 10%
LLUB 85.25 100 17%
DOCK 53.00 60 13%
CTC 53.25 62.25 23%
SLTL 31.50 40 27%
Qa3
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EHTUBLILGS H60 BHerfled QU@ 6163 s M
wirensneu L sheneh ( e ) L L &6 s1-LmoCe0
GuruWisBLD.

GDRISTeL EHTUSID WL GIUGSHSUILLL Sienel
GeoBw o _shenL s GoTaiLd Weoeof (Miller)
giaiusui 7+2 er@id umLuTE QPRWLTS DDA
o grenLé@b BB CeuefluGHEWeTeNTT. HDTOUD
QUT HIGUT B P HEUTEI EHTUSD Q@TeieTL b 61606060 712
gapsenen  (Units) DL SSD HHADOLWTAID. BbD
sTebeneoUTEIST GBILITL L SIETI6Y HDHOULSENET DILSHD
Wb e CHTRHIEID U Gréwre o HHd
SMTEuID QFALIGTPEDHETID S DIRIBTE) EHTUSD L6V
surflserleo LW HEHESTDH PHEOTEUDTD rehereh
ullenr eI e eUT B GHTPOLGBDSI. P peueNe
Lo STL Al QuEIaIS HBUWISHDEBOUS! wLGweid
DL HH Cauidwsn 6H BLONYHEND OBTETTETaYD
pOLWoD] LUGSHSaD JIDHHBDS. BIFHILT
QBHTS Levei sulfl eudbLD SHBOUD Fn DI DB
Henemidad Fpauflal @peneoliubi U o_suenalumn
(P(LpEHDUWIT 6 efendmd QUD 2_Ha BB ApsADT
aIBTH el ampbandulsn WHHOBTEHGID Hobd
QTSN FiHGTL! URIBETMQID Fal. PbEBBAND 19T FFNes
Heey @bHa eIGULaD GHeneuwme QauIdenw
BHWSH ST D QEBTEHHYBHGD PG DDDTEOBION N
EHTUBDHDL LTS eNRIGB DD

GDIRIBTR  EHTUD DB weSwwren ol
e yamefied &6t mI & WLEHUGS HUUL L
Qareienenal. gGamaisd @miuiiL QaTesneney
oL &@EBCCW yeud sTL HBWT 67 6501 6001 TRl B G T T
DILSBLILLEOMD, DT ghBenGeor QewBu®
Bensouiisn Si_midSisiien Feosunens andeiL Geuemng
BBHSID. ST YD QTGS D6 (Shunking Techniques)
oD HBHBFHBD DIDHE apsuld Hleneu BmudHe0
QIRIAITHBAID EHTUBH B BTeneneney (AL N %
siiflsusnL weyth o gHUGH. ST CBTSHHH0 25D
GDIBIBTEL EHTLDDHBE QEBTeNLHDHHMD AHHD
flb@id.

3. fvés et (long term memory)
Ba Dol GUEDID DG oiemolly GEHTSHSH
@UuQwrer EhTUSUTIL St @ eSSBS S
@eoemev si@N&T  EhTUDBL gl UG WdBaD
O GUUBSHSILL L DAIBTE BESGW. BYDHD
EHTUSID sieTUE W0@eD LTI DETTEN60 HBHEUSNED

Gl Lenelled BB STLTS SPUTLL aTed
Hé6@ Govdaesmuud. Naumann sTRTLSUT &
SGEHHUG EHTUDDH B Capobdamab@n Hmet
g DG BuHS GTUBLTEIE 2 DU
uBs@id eTud (Decelerating Memory) Tl
& ghTudd (Pro Cedural Memory) aien Brem®
auenawrs Ufidssmd. GOICL HBHEULDEN.
Papaset Curapaubenn T EhoEh 1wl L SHasL
Boaautsd @aubome o pdlt UBHDO
EHTUSBLD  GTSNEVTID. oisennesTS B "Know
that" (G168 SDBS) ETUSLD 6163 Mt GeuaNlLsnL
eyrusw (Explicite Memory) eigigid U
GUUTCBTERIB ©_6netiwisorsniy e Gn QU DENT .

GSORSTO Benaraied USWOIGUDBDENEUSHET
EawiL @t Benaneled LTHD DD ST EUIPLD
pufp Hwd CoHeeauliuGH & B GOBW BT
EHTUSBHD GULIT 631 [0 HH6VEVITLDEV B ERTL BTV Blen e eis0
Mad HGLUSDHTE Jenalsd L 6160 606V
SeHLWITEH 61HSHMIBUT 6L WhIHenenT BeRIL. HT6V
Blasoulled enaud SGd S W, Bl BT
BensrelBE WTHBLLGUEDSY B uflFelbatul 6.
aLILGS SUULEG. GBI Goametl LWBILGSS
FihdH® MUBSUILGSGDEHI. HENT DIQH DI DH BB
uTide Gousmigu FHDTSGL. BIDS BeveT OGSHD
apemen  ullenes CaTamiumd s GCouew Gw. @6l
aueTTFHenw) 2mSHSIILGDEG HELFLID. Gu_Lrdunb.
QuUTsUFS CUTEID BHTHIBHET ANDBDTD 9 euisNlev
Gafiug UHSH D UM FBY. BH Hally
Blen eu aUIT I3 [ 616V CuHUGS HIUSDBI T &) BHEIL.
SHHDe SDIHD B LRIGENeT WCWTHSHEH WS
N EHTUBSHNS UMD D) GLUE S HEVTD.

I. PQRST @wpenpifiied sHmed:
P® MLWwHHS OO Dpoan QHTLIbD
GHTUSS Hev CuENSDS B6l BL UWenD
aneWLITeTLILGEBE. @60 P- Preview, Q-Question,
R-Reading, S-Seifrecitation, T- Test. 6161 6.
@eveuT @ UQUPHD 2L TH SMoTEL GBS D
SLWSHm® HBUUTS EHTUBILGSHSHEOTLD.

a®a® @iy apda edped (Short Notes)

ef$s 96 Gufw ewudoe sHGL GuTD
sfqeien @uoales LBHEH LS muw
oL WEidenst SidbdodoToad Goelfeurodald
SOLOUBHS auiude apeod (GBufLTeGeur.
yereMeduyiom &Geur. uL 10T BGeur. Goum I STEN
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89EuG FH60) Geussir_LILIBLD GuiT g BB D BVGNUTH
EHTUBLUGSH Hs Qabmeiten (iU b.

3. Bomeuunar 6aed QOIIL &t BN G| BHMEd
(shanking methods)
BHDESHID QUTBL BEHHGID Ben B RuBendsWwT e
QBTLIY gD @e0eors GUTE Sl QruBemad
CBTLjUBmET (Beneinid @&HATD) gHuGSS
BB CouemiBid.

2_+b: @@ el wibd Peiimy QBTLTUTS S L1b Peirgy
UGHBGID BUITFI Boveid Geusmingus &M WKIbensn
"SMART" e1&61m3 suemasuien FnBULGADBE!. (S-pecic,
M-Measurable, A- Actionable, R- Realistic, T - Time
scale sound) Gurein suenaEUTeL BHDED PSOLDT &
BGAUTS EHTUBLILGSHS QBT 66TV

2 _Hb: eurarelevedss EImmimsnen suflensuwiTs Henerey
#m (VIBGYOR) eteim Qumssnim Qewbenas
GeTeamen LWETUGS Fidla CuTid . @ exeum g
Osfbe Ram QFTedansy GhTUBLIUBSH & P
BDSIoNs GHBTH BEhTUBLILGS BeoTid
BSHE BISHTL DTS BBM6D 67687 DD DiemLpling.

4. WDOWUTD Ohenons SHH6d (Holograms)
SNBSS Rd NS ena g ? e1lug? 6TRIGE sTEUTD
SWH+H" Gaoeieidsnen Cal® wWsad FHepd
BHOTHOYD TIOTHOD  BHDED apevld  @PHid &
UL WHMSD EhTUBH B0 06 EHHDEOTD,

2_+b: AIDS uB® sHeib Curgisipe ReiGeauTm
Sl WHDBUID OHTenDBsmLILID SIVBH D% emen
aiifley UGBS ®Mmed  Apsuid EhTUBLUGS &5
GmeTeeumid.

5. ellonmid) aPHped:

SNBSS D Al WSS G T sTeTFIE iy
ML WHIGBmeT SIPHEH @i Leuensmiliu@S o5
FeodLear Q& rLfy UThs & SBmed apeuld
6bTUBLILGS B QbT6TeTeuTiD,

?_-+b: @evEienauies GYHOBTMS® LUTDLISH D61 B
FHWTS UL udTy. @I L ouem e apevid
Q&THBliusTsd Lsu euBL  YeTeMaurid apeotd
@ovwrer Mo QUID ®mmed apeuLd
HTUBLILBS HeuTLD.

6. W adped (Group Study)
SNBUT SBUNUID LITTd® GWUTEH Benewihd
BMUSEE cAPeold DI BT BB &G e wid

LB Spemiomen Gsefley QLD BHUSET eP6ULD
RBVGHOUTSH  EHTUBLILGS S wupb. v engules
CuT I BoSaITDH KD LsTTeNdaner Ouw g P
606V BIL LT EID.

7. 16l Bpnad apped (Revise)

&MD T UIRIBeT PUIeY CHITISeMs0 1B
UBeT apeuBuor &B@d Gura SHENTEUTEN LGOI M6V
ulled @BH&E SBUS T weoBr @evGeuras
GewewrL i L GBrd &ed WentiGum Wb,
SieieuTGm BBmeSeT GuTa 2 _THE BMBO6L epsuld
SHBGSL CFUISUTTF Bov@GauTs sumuieuL i oot
@Lr;s\') APEVIPLD BT HICMOIT BeWLD SLLICOGITL_THED
61801 LIGL 6MIQeNH 560 apemsITemiL Q@B suBHTen
SHNMOTSH cpemenuiled uBSeima.

8. udipd aa g edmed (Practical study)
PO LWHDD PSBIGAID BBUBILGT Dig
uBiw el Wkisemen QFuiwens APeVID BMLIGHTEV
GoguiLd @D EHTUSBS F6 LB BT D,

2 _Hb: seswenl QBT FUTeN B6V6N, DB FISN Bv6H,
Gurluiwsossdel  Guir e men Reusurm LuInA
ARD  BBUBTH AHBENSY EHTUSEG B0 G
WOSTBEL.

9. apoid Bung RUAGHD / wavand 613 i 60
Sw@GT GHE MPCHTVB M. s1601Csu wedil)
uTLlD GFlsIsBe GfluTes D GWbosdS
PUUSTIS B0 WWow ABHSBTS BBSILGHDE!

10. saignsde Osfunh Petens meuSEB Coum R
L WIghHengd Benerelsy Carem® sumaSeEim Wanm
(Mnemonics) apeod EHTUBGHMD BLOUGEHBHEOTLD.

2_+b: QUTSBBHD B UG S60 apsud e 19sL
SUDLOT eUTRIE) SUGBLOT I dnBlul QUIT Heme ehrusDH
DIBGHD QBT BOUD D60,

. eTussSe Guwur’. s sueeTemT QU
ST U B D6 OlBeYID LILIg6TI ST 61631 [ IO
UTBOT G DA BRIT. B0 BT P eTgid
eNmmLler @rruasg}a»g; GuwuGsad. sNbBpdsr e
QIeTeT Ach (1 B8mTeSest) sTeud APMETLILIGH Bl
oS QFun_Heb.

12. 8@L_Qeued 6 G Ames Ane sBHGsy fops
Blovanel s sais@n e GTUSLILGSSeyd
2 _FHeylb.
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18. Hmbu Hmbu @O (Over Learning) PSS
sTeLemevemW STeuiTigL. SlementLiflujd.

4. sppoupeop  ghaamGa  sHPuUHCDTH OBTLT
UGS sHPRID, SPGB UL UGHEEES
@ Cuuwrer GsrLjmu yflbs Gstesi®
sHpaub LSS weteTd GFugebd (Self
recitation) BenenauBHSSmV GLLUBSHID.
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basic for it standing an index of prosperity estimation 67601
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SAVE YOU FROM FORGERY

1. Adopt a good fluent and legible signature.

Establish your own personal writing rhythm
and pressure as well as speed that is
comfortable and identifiably yours.

practice subtle differences: the size, shape,
angle of capitals etc .........

It is easy to forge a signature which is made
up of a few legible strokes.

2. Don'tsign a blank sheet of paper. [f there are
necessary blanks, initial those parts to show
that they are intentionally left incomplete.

3. Do not do business when you are ill, under
stress and/or under any influence.

4. Whenever you place your signature on a
document, make sure you have a copy for
your files and keep it through theyears.

5. When placing a signature over a stamp , see
that a part of the signature is placed on the
document on which the stamp is qffixed.

6. Do not attest a signature of a relation or a
J7iend, unless it is placed in your presence.

7. Do not accept photocopies on their face
value.

8. Do not make important decisions merely
relying on the truth of what they purport to
display or convey.

9. Do not leave large gaps at the
commencement of the entry representing the
amount in words and figures or between
words and figures.

10. If the Notary public, despite a title search,
has any doubt regarding the present owner
of a property, then an qffidavit should be
obtained from the previous owner to the
gffect that he has sold the property to the
present owner.

M.D.L.LK.Karunaratna
Management Trainee
Legal Department.
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BOMBAY (Marathi Mumbai)

Capital of Maharashtra State - India
History of Bombay

Bombay is located on a site of ancient settlement
and took its name from the Local Goddess
Mumba a form of Parvati (The consort of Siva).

The Kolis, an aboriginal tribe of fishermen were
the earliest known inhabitants.

But, evidence show the human occupation in this
region during the Stone Age.

This area was known as “Heptanesia” to the
ancient Greek Astronomer and Geographer
Ptolemy.

It was part of Asoka's Empire in the 3" Century
B.C.and was ruled in the 6" to 8" Century A.D. by
the Calukyas.

Under the Yadavas of Devagiri (1187 1318), the
settlement of Manikavati on Bombay Island was
founded in response to raids by the Khalji dynasty of
Hindustan in 1294. Descendants of these settlers are
found in contemporary Bombay and most of the
place names onthe island date from this era.

In 1348, Bombay was conquered by invading
Muslim Forces and became part of the Kingdom
of Gujarat.

In 1534, Sultan Bahadur Shah, the ruler of Gujarat,
ceded the Bombay Island to the Portuguese.

In 1661, it came under British Control as part of
the marriage settlement between King Charles 11
and Catherine of Braganza, sister of the King of
Portugal. The crown ceded it to the East India
Company in 1668.

In 1857, the 1" Spinning & Weaving Mill was
established and by 1860, Bombay had become the
largest Cotton Market in India.

(Reference:-

The New Encyclopadia Brittanica 15" Edition)
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A COMPARATIVE STUDY OF CONVENTIONAL AND
ISLAMIC BANKING PRINCIPLES

INTRODUCTION

%anking is essentially an integral part of the
economy of a country over a long period of
time. Conventional banking has been in operation
and is inseparable from the day to day lives of the
people. In the recent times Islamic banking has
become an alternative and challenging scenario to
traditional practices. However Islamic banking
does not mean that it is a system of banking for
the followers of the Islamic faith. .But it is a
practice based on a set of different principles.

In conventional banking practices, interest can be
eamed or charged considering money as a
commodity as opposed to Islamic banking where
profit or loss sharing is the sole basis for all
transactions. There is the element of risk involved
in all banking operations. In fact the “Holy
Quoran” does not permit earning of money out of
money directly without a risk. The main argument
for this is people should sweat to earn more
money in turn encourage people to work.

Although Islamic banking is predominantly
practiced in the Middle Eastern and Muslim
countries it is fast growing in both developed and
developing nations all around the world.
Therefore a comparative study of the key
principles seems reasonable and beneficial for the
banking community of this country.

ISLAMIC BANKING

Unlike in conventional banking “Islam”
encourages investment and trading. Under Islamic
principles either people must invest by taking
risks or suffer losses through devaluation as a
consequence of inflation by keeping their money
idle. Islam encourages the notion of higher risks
and larger returns and promotes it by leaving no
other avenues available to investors. The objective
is that high-risk investment provides a stimulus to
the economy and encourages entrepreneurs to
maximize profits.

In Islamic banking money is only a medium of
exchange to define a value of an item. It has no
value in it self. Therefore ghould not be allowed to
give rise to more money via interest payments.
The human effort, initiative and risk involved in a

productive venture are more important than the
money used to finance it.

MAJOR DIFFERENCES IN THE
PRINCIPLES

There seems to be major differences in the
principles of two systems regarding the following
aspects among others.

1. No Fixed Yield in conventional banking

According to Islamic banking when a certain
product is financed through Islamic banking mode
like “Murabaha” the selling price is determined up
front. This means at the time of entering into the
contract, the customer is informed of the amount
that he has to pay at the end. Thus there will be a
fixed yield in the Islamic banking.

However since the conventional banking is based
on interest, which is calculated on the basis of the
bank lending rate plus an interest margin, it is
difficult to have a fixed yield due to the
fluctuation of interest rates.

=

" (Mrs) KK, P.R. WeeraseKer
Senior Legal Officer,
Legal Department.

2. Interest is prohibited in Islamic banking

Islamic banking avoids receipt and payment of
interest in its transaction. This is based on profit
and loss sharing according to the Islamic
Principles of Sharia Law.

The conventional banking on the other hand is an
interest based banking which either charges or
pays interest either in its lending or on its deposits
totally avoiding profit and loss sharing.

The right of the Conventional Banks to charge
interest, fees and commission is so engrossed with
its business of lending. In some cases the rate of
interest is specified in the relevant loan document

(ﬁBfJueﬂ - 1agsl 2008
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it self. But in other cases it is determined by an
implied contract between the bank and the
customer. It is an immemorial banking practice
that the bank can charge not the simple interest
but compound interest

The following cases illustrate the views taken by
courts with regard to charging of interest in
Conventional Banking.

As per Viscount Simon J. in the case of Riches v.
Weseminister Bank [1947] AC 390.

“Interest is compensation paid by the borrower to
the lender for the deprivation of the use of his
money. Interest is not capital. It is rather the
accumulated fruit of a tree, which the tree
produces regularly until payment. Interest may be
due by expressed agreement or by legal
implication”

The Privy Council observed in Chow Yoong
Hong v. Choong Fah Rubber Manufactory
[1962] AC 209.

“Interest postulates the making of a loan and then
it runs from day to day until repayment of the
loans in its total depending on the duration of the
loan”.

However there appears to be a difference between
the common law of the country and the English
law with regard to charging of interest. According
to the common law (RDL) there is no right to
charge or recover interest on the facilities granted.
This was evident from the decision of National
Bank of India Ltd. v. Stevenson [1913] 16 NLR
496 in this case the Supreme Court of Sri Lanka
held that “under Roman Dutch Law compound
interest is not chargeable. However since English
Law applies to bankers in Sri Lanka a charge of
compound interest on a customer is not un-
maintainable.” Now this has become an
established custom with the banks.

The issue of bank’s right to charge compound
interest came before the House of Lords. In the
case of National Bank of Greece v. Pinios
Shipping Company [1990] AC 637; 1 Al ER 78
In this case the court held that the bank could
charge compound interest only up to the date of
demand.

According to the recently introduced Debt
Recovery legislation [Section 18 of Debt
Recovery Special Provisions (Amendment) Act
No.9 of 1994] the bank can claim interest in
excess of the principal sum lent in an action
instituted under this Act.

In Islam the owner of the capital can legitimately
share the profit made by the entrepreneur. What
makes profit sharing permissible in Islam,

while interest is not, is that in the case of the
former it is only the,profit sharing ratio, not the
rate of interest that is predetermined.

3. No Penalty or late Payment in Islamic
banking

Though the Conventional Banks impose penalty
on any late payments Islamic banks do not charge
such payments. This means the bank cannot
charge any extra payment other than the amount
agreed at the time of entering into the contract.
However as a deterrent for the customers who
make use of this advantage for their own benefit,
the Bank should charge some amount as late
payment from such customers, which may not be
considered as profit of the Bank but should go for
charity according to the principles of Sharia.

4. Debtor-Creditor relationship

Since Islamic banking is based on participatory
and risk sharing and not on Debtor — Creditor
relationship, the Debtor — Creditor relationship
in conventional banking has undergone a change
in Islamic financing.

The Debtor — Creditor relationship was firmly
established in conventional banking since the
decision of House of Lords in Foley v. Hill [1848]
2HL Cas 28, [1843-60] All ER Repl16.

The customer-in this case claimed that the
relationship between him and the bank was of,
fiduciary nature similar to that of a principal and
the agent and that he was entitled to know what
had happened to his money and what profits has
been derived from it. It was also contended that a
banker is in the position of a trustee for those who
employ him and that the statute of limitation was
not applicable,

The House of Lords rejected these arguments and
held that - “money when paid into the bank,
ceased altogether to be the money of the
customer. It is then the banker’s money; he is free
to deal with it as his own, he makes what profit of
it he can, which profit he retains to himself. He is
guilty of no breach of trust in employing it. He is
not answerable to the customer if he puts it into
Jjeopardy, if he engages in hazardous speculation.
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Bank of Ceylon - Jaffna District

Sports, Welfare, Social and Art & Literary Association
Bank of Ceylon,
Asst. General Manager's Office,
Hospital Road,

Jaffna.
T.P. No. 021-2222735 T.P. No. 021-2223126

Subscription «2m &8> “The Catalyst”

Dear Subscriber,

We seek your kind assistance and support by becoming one of our subscribers to encourage the
releasing our joumal quarterly, which is going to be beneficial for almost all the target groups.

Details of subscription
01. OneYear 04 issues (4x150) Rs. 600/-
02. Half Year 02 issues (2x150) Rs. 300/-

Payment may be made to the credit of Savings Account No 6566508 at our BOC Jaffna Super Grade
Branch by way of cash Deposit /Cheque /Standing Order or by any other means.

Secretry cum Sub Editor Vice President cum Chief Editor
(Mr. K. Sivagnanasundaram) (Mr. N Sivaratnam)
Qg PleaseDetachHere ... . . ..

SUBSCRIPTION “THE CATALYST”

Full Name et et ettt
N.I.C. No. Sttt ereea et saaennases TR NoO: e
AATeSS-HOME :..ovvvoccccvvvirnsveeeeseseeeseasssess s seeeessees e ooeeeoeeesesseeoeee..

OfICE 2ttt
Magazine Delivery Home Office

I am happy to become one of your subscribers and here with send

..............................................................

Date Signature of the Subscriber

L&na‘sa’a‘l’ , BOVH - wIFHL 200;]
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BOC Prestige Plus Personal Current Account.
exclusively designed for demanding professionals and
busy executives of today's world, offers a host of
convenient features and benefits to suit their lifestyle.

Exclusively foryou

* Ifyou are a professional, employed or engaged in private
practice
or
* If you are an executive in a reputed private organization
or a public servant with monthly gross earnings
exceeding RS. 40.000/=

You can open a BOC Prestige Plus Personal current Account
and enjov all the under - mentioned privileges.

A truly personal account

-BOC Prestlge Plus offers you a specially d951gned
personalized Cheque book bearing your name on the
Cheque leaf to mark your identity. This makes you easily
recognizable at over 300 BOC service points island wtde for
a pre{erentlal semce

FO!’ YOUT convemence

A free Visa Electron i card with capablhty of accessmg.
 your account at num__ us serv:ce pomts all over the world
will be available at Your ¢ dxs sal --

~ The card can be used to w:thdraw mcmey from your account
as well as to purchase goads from des:gnated merchant
~ outlets. Further, it carries an exclusive "maxzmum dally
- withdrawal limit of Rs.100, 000!— '

Internet banking and SMS banking'faciiities are available to
make your transactions more convenient. you can make
enquiries, transfer funds, orcler cheque books, etc from your
home.

With a wide range of additional benefits

You will be eligible to obtain a free BOC credit card (sans
joining fee) with host of other benefits available to BOC
credit card holders.

Furthermore, housing loans to build your dream home,
personal loans for all your personal needs, leasing facilities to
purchase vehicle etc will be available to you at very attractive
terms.

Join the BOC Prestige Plus club today and enjoy the host of
benefits and privileges that await you.

Be alert for more attractive offers in time to come. Contact

jour nearest BOC branch for further information.
laham Foundation.
aavanaham.org
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