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Economy 

 

Spiralling imports a matter of grave concern: CPD 

 Funds are siphoned off from Bangladesh under the guise of import payments, whose spike in recent times has 

caused the trade imbalance to balloon, said the Centre for Policy Dialogue yesterday. The widening imbalance in 

trade and the current account will weaken the taka against other currencies and thus fuel import-induced 

inflation, create pressure on wages and lead to a spiral in interest rate. 

 “The situation of the external sector is very worrying,” said CPD Distinguished Fellow Debapriya Bhattacharya at 

a media briefing held at the capital's Brac Centre Inn. The think-tank organised the briefing to share its 

observations about the current state of the economy as part of its independent review of Bangladesh's 

development. 

 The CPD's observations come as trade imbalance rose to a record $13.2 billion in the first nine months of the 

fiscal year in the face of 24 percent growth in import payments during the period. Export earnings and 

remittance inflows grew 6 percent and 17.7 percent respectively in the first ten months of the fiscal year, but 

they were inadequate to counteract the current account imbalance. 

 In July-March, the overall current account balance was $7.08 billion in the negative, while the balance of 

payment deficit was $1.4 billion, the lowest since 2010-11. The likelihood of pressure on reserves will be high in 

the near-term, the CPD said. Bhattacharya went on to call for careful monitoring of imports. 

 If necessary, import of luxury goods should be discouraged temporarily, he said, while calling for monitoring of 

import of zero-duty items through which there is scope for capital flight. “We have a strong belief that capital 

flight is taking place through false declaration of imports. And we have shown repeatedly that capital flight takes 

place ahead of any election,” he added. 

 While economic growth has accelerated in recent years, it has not created adequate jobs, the CPD said. It said 

the fiscal framework continues to be weak amid continued failure to hit targets. The high amount of bad loans 

and poor compliance in the banking sector are also concerning along with inflationary pressures. Subsequently, 

Bhattacharya advised a restrained approach in macroeconomic management. 

 The CPD also warned that the government's increased borrowing through sales of high-interest bearing savings 

certificates to finance the budget deficit will pile on the interest burden. Total interest payment soared 2.15 

times to Tk 32,114 crore in the five years to 2016-17, the think-tank said. 

 “This is creating pressure. Relatively, the rich are buying savings certificates by opening accounts in their own or 

fictitious name,” said CPD Distinguished Fellow Mustafizur Rahman while presenting its reading on the overall 

state of the economy. The budget financing strategy should be changed, he said. The amount of bad loans in 

the banking sector is Tk 64,618 crore, which is 87 percent of the total classified loans, according to the think-

tank. 

 “This is a bad sign,” Rahman said, while recommending the authorities modernise the legal framework, including 

Money Loan Court Act 2003 and Bankruptcy Act 1997, and increase the number of judges to deal with non-

performing loans. 

 The CPD urged the policymakers to show zero tolerance in cutting down the NPL ratio and refrain from issuing 

licences for new banks. Instead, mobile banking should be encouraged to promote financial inclusion, it added. 

The think-tank also welcomed the government's move to form a banking reform commission.   

 When it comes to the banking sector, the policymakers focus more on the symptoms of the disease instead of 

the cure, Bhattacharya said. “Liquidity crisis is not a crisis. The main problem is the absence of good governance 

in the whole banking sector. It is a perverse political economy.” He went on to come down hard on the central 

bank and the finance ministry. 

 “They are supposed to safeguard the interests of depositors. Instead, they are protecting the interests of those 

with ill motives,” Bhattacharya added. Recommendation for budget for fiscal 2018-19 The CPD suggested a hike 

in the tax-free income limit to Tk 300,000 for 2018-19, after which a 7.5 percent tax can be applicable but up to a 

certain limit. 

 It recommended an economy-wide impact study before reducing the corporate income tax as a cut doesn't 

guarantee an increase in private investment. “A reduction of corporate tax is effective in attracting private 

investment only when the overall investment climate is conducive for business.” The think-tank recommended 

increased allocation for education, health and social protection sectors.   

 

From: https://www.thedailystar.net/business/spiralling-imports-matter-grave-concern-cpd-1586071  
 
High corporate tax a bane for businesses 

 Bangladesh has one of the highest corporate tax rates and complex tax systems in the world that act as a 

disincentive to investment, analysts said. The tax administrator collects corporate tax in eight categories. 

Telecom operators, banks and financial institutions and cigarette manufacturers—the main sources of taxes—

pay the tax at the highest rates of 40 percent to 45 percent. 

 

https://www.thedailystar.net/business/spiralling-imports-matter-grave-concern-cpd-1586071
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 The lowest rate is enjoyed by the jute millers at 10 percent and apparel makers at 12 percent. In general, the 

corporate income tax rate for non-listed companies is 35 percent and 25 percent for listed companies. 

Bangladesh's corporate rate is high and complex as there are a number of slabs, said Zahid Hussain, lead 

economist of the World Bank's Dhaka office. 

 “High tax rate encourages evasion and corruption. It also reduces profit and thus investible fund.” The rate of 

corporate tax in Bangladesh is higher than the Asian average of 21 percent and the global average of 24 percent, 

according to KPMG, a global network of professional firms providing audit, tax and advisory services. 

 Bangladesh's tax rates for companies are also higher than that of Vietnam, Thailand, Malaysia, China, Indonesia, 

Sri Lanka and Pakistan. Vietnam and Thailand charge 20 percent tax for companies. It is 24 percent in Malaysia 

and 25 percent in Indonesia. 

 Pakistan and Sri Lanka's rate is less than Bangladesh's rate. India's basic corporate tax rate stands at 30 percent, 

but the effective rate goes up to 35 percent for domestic companies after adding surcharge and education fees, 

according to KPMG. 

 Uzbekistan, Montenegro and Hungary have single-digit corporate tax rate of 7.5 percent. Lower corporate tax 

rate is one of the main drivers of economic development for Ireland, said Ahsan H Mansur, executive director of 

the Policy Research Institute. 

 “We have to be at par with similar countries. Compliance will rise and tendency to hide incomes will reduce if the 

tax rate is reduced,” he said, calling for a cut in corporate tax by 2 percentage points annually in the next five 

years. He said corporate tax rate usually hovers between 20 percent to 25 percent in developed and emerging 

nations. From that perspective, 35-37 percent rate is quite high, he said. 

 The CPD said higher tax rates are common for sectors where competition is regulated. In India, the corporate tax 

for foreign companies is 40 percent, which is 30 percent for domestic companies. Towfiqul Islam Khan, research 

fellow of the CPD, said 2018-19 may not be the best year to reduce the rate. 

 “It will be difficult for the government to compensate the revenue loss from the corporate tax cut. So, there 

needs to be an in-depth impact study and such decision may be taken as part of broader revenue mobilisation 

reform package,” he said. Even if the corporate tax rate cut is inevitable for the government, it should be done in 

small instalments and in a staggered manner in order to give time to the NBR to adjust, Khan said. 

 The corporate tax is declining globally,  said Mamun Rashid, managing partner of PricewaterhouseCoopers 

Bangladesh. The US and the UK are reducing tax to attract conglomerates, he said. He said high tax along with 

multilayer taxation hinders the growth of large companies and acts as a disincentive for investment. 

 “Entrepreneurs should be given more money in hands so that they can reinvest. Policymakers should encourage 

conglomerates because they can create jobs, which are an important tool to reduce poverty.” 

 

From: https://www.thedailystar.net/business/high-corporate-tax-bane-businesses-1586068  
 

Remittance on upward curve 

 The aggregate of proposed investments registered by the Bangladesh Investment Development Authority (BIDA) 

Remittance inflow has continued its upward trend for the eighth consecutive month, registering 17 percent year-

on-year growth in May thanks to the depreciation of the taka against the US dollar. 

 Expatriates sent home $1.48 billion as remittance in April whereas it was $1.26 billion in the same month last 

year. This is 11.38 percent higher than the $1.33 billion which came in the previous month, according to 

Bangladesh Bank data released yesterday. Remittance inflow usually tends to increase ahead of Eid-ul-Fitr, said a 

senior BB executive. 

 Moreover, the local currency's depreciation prompted remitters to send foreign currency through banking 

channels, he said. The inter-bank exchange rate of the US dollar increased by Tk 3.20 to stand at Tk 83.70 on 

May 31, according to central bank data. A majority of banks have been facing a shortage of greenbacks in the 

last couple of months due to spiralling import payments against lower export earnings. 

 Banks recently urged the central bank to inject more greenbacks into the market to address the shortage, 

brought on by higher import bills compared to export receipts in the past two years. They also urged 

Bangladesh Bank to allow them to make flexible the bill for collection selling rate, which is the rate at which 

banks make import payments, as the current rate is not commercially viable for them. 

 Import expenditure grew 24.50 percent to $40.30 billion in the July-March period of fiscal 2017-18 from $32.36 

billion in the same period last fiscal year 

 

From:   https://www.thedailystar.net/business/remittance-upward-curve-1586062  
 

Bank 

 

Default loans soar 19.23pc 

 Some Tk 14,286 crore of loans defaulted in the first three months of the year, punching banks further into a 

corner in their uphill fight against non-performing loans. At the end of March, the total default loans in the 

banking sector stood at Tk 88,589 crore, up from Tk 74,303 crore at the end of December 2017. 

https://www.thedailystar.net/business/high-corporate-tax-bane-businesses-1586068
https://www.thedailystar.net/business/remittance-upward-curve-1586062
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 Of the total default loans, the six state banks alone accounted for Tk 43,685 crore, the private banks Tk 37,289 

crore, the two specialised banks Tk 5,426 crore and nine foreign banks Tk 2,188 crore. The 40 private banks 

though saw their default loans escalate the most in the first quarter of 2018 from the previous quarter: 26.85 

percent. 

 The state banks' default loans increased 17.03 percent, the Bangladesh Krishi Bank and Rajshahi Krishi Unnayan 

Bank saw their default loans remain unchanged. Foreign banks' default loans crept up 1.57 percent in the first 

three months of the year. 

 The nonperforming loans accounted for 10.78 percent of the total outstanding loans in the banking sector, up 

from 9.31 percent in December last year, according to central bank statistics. “Some unscrupulous persons just 

looted the public funds in the name of loans from banks over the past five-six years,” said Khondker Ibrahim 

Khaled, a former Bangladesh Bank deputy governor. 

 The central bank should form a loan inquiry committee without further delays to detect the unscrupulous 

persons and corrupt banks' officials involved in the financial scams. Some banks massively rescheduled their 

default loans in the last three to four years and those became nonperforming again, he said, while urging the BB 

not to reschedule the loans any further. 

 “The real picture of the banking sector will be clearly shown if the banks did not reschedule the loan.” The 

central bank should instruct the banks to recover the loans by December of this year; otherwise, punitive 

measures would be taken against them, he added. 

 

From:   https://www.thedailystar.net/business/default-loans-soar-1923pc-1586059 
 

BB may relax foreign loan cap for private sector 

 The central bank mulls over relaxing the existing interest cap on private sector foreign loans to help businesses 

enjoy uninterrupted external borrowing, said a top Bangladesh Bank official yesterday. At present, businesses are 

not allowed to take foreign loans at interest rate higher than 5 percent including the London Interbank Offered 

rate (LIBOR). 

 Libor has been on the rise since February 7, reaching 2.31 percent, the highest since 2008, which is making it 

difficult for local businesses to maintain the interest rate cap. Following requests from businesses and bankers, 

the central bank has decided to look into the matter, said BB Deputy Governor Ahmed Jamal at a roundtable on 

external private commercial borrowing by Bangladeshi firms. The Policy Research Institute organised the 

roundtable at its office in the capital. 

 “The country's image will diminish if any borrower fails to repay the loan,” Jamal said.  The Bangladesh 

Investment Development Authority, the sole authority to give approval to term loans for the private sector, has 

recently proposed to the central bank to allow businesses to enjoy three-month foreign loans without taking any 

prior approval. 

 The central bank is scrutinising the issue positively as part of its ongoing programme to further liberalise the 

country's foreign exchange regime, the BB deputy governor said. The authority concerned should increase the 

cap to LIBOR plus 4.50 percent, said Ahsan H Mansur, executive director of the PRI. The 5 percent all inclusive 

cap on foreign lending may have also contributed to the decline in disbursement of foreign loans in recent 

times, he said. 

 Three factors -- complexity in the application process, involvement of uncoordinated agencies and applications 

of arbitrary all-in cost cap -- appear to be discouraging entrepreneurs from making use of foreign borrowing. 

On average, the private sector utilised less than 50 percent of the approved limit on foreign borrowing because 

of the complexities, Mansur said. Emphasis should be put in giving loan approvals in due time as the country will 

need to increase private sector investment by at least 5 percentage points from the existing 22-23 percent of 

GDP, Mansur added. The authority concerned should take prudential regulations for private sector foreign loans 

considering its sensitiveness, said Naser Ezaz Bijoy, chief executive officer of Standard Chartered Bangladesh. 

 The Asian economic crisis of 1996 emerged because of excess borrowing by businesses from external sources, 

he said. The country's entrepreneurs have been facing infrastructural and energy crisis for a long time, which 

have discouraged them to set up new plants and expand existing ones, said MA Jabbar, managing director of 

DBL Group. 

 “We need more fund and the authority concerned should take measures to ensure foreign loans without any 

complexities,” he added. The country's banking sector is now facing an acute liquidity crunch, so foreign loans 

will help in meeting the growing credit demand by the private sector, said Uzma Chowdhury, corporate finance 

director of Pran-RFL Group. 

 Sadiq Ahmed, vice-chairman of the PRI, moderated the dialogue, while Zaidi Sattar, chairman of the PRI; Faisal 

Ahmed, chief economist of the central bank; Masrur Reaz, senior economist of the International Finance 

Corporation; and Arif Dowla, managing director of ACI Ltd, also spoke. 

 

From:   https://www.thedailystar.net/business/bb-may-relax-foreign-loan-cap-private-sector-1586053  
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Capital Market  

 

Foreign funds in stock plunge on strong dollar 

 Net foreign investment in the premier bourse witnessed a drastic fall last month due to fears centring political 

uncertainty in the upcoming national election and the massive depreciation of the local currency against the US 

dollar. Net foreign investment hit Tk 283 crore in the negative in May, when foreign investors purchased shares 

worth Tk 341 crore and sold that worth Tk 624 crore, according to data of the Dhaka Stock Exchange. 

 The net foreign investment was Tk 25 crore in the negative in April. Fears of political uncertainty and the 

depreciation of the local currency have encouraged foreign investors to go for sell-offs, said a high official of a 

leading merchant bank requesting anonymity. 

 The current account deficit hit an all-time high of $7.08 billion in the first nine months of the fiscal year, 

according to Bangladesh Bank statistics. The deficit was $1.37 billion in the same period in the previous year. 

Since Bangladesh's current account deficit is widening, the taka is bound to depreciate further. 

 “So foreign investors are taking their profits now,” said another merchant banker. Foreign investors were selling 

off shares to prevent erosion of profit and waiting for scopes of parking investment, as the market was at the 

risk of a fall, market insiders said. These sales led to a decline in the benchmark index of Dhaka bourse—DSEX—

by 354 points or 6.22 percent last month. 

 

From: https://www.thedailystar.net/business/foreign-funds-stock-plunge-strong-dollar-1586065  

 

BSEC approves new rules 

 The securities regulator on Sunday approved the Bangladesh Securities and Exchange Commission (Substantial 

Share Acquisition, Takeover and Control) Rules 2018. The seal of approval was given at a meeting at the office of 

the Bangladesh Securities and Exchange Commission (BSEC). The BSEC approved the draft rules on April 24. The 

regulator gave its final consent to the draft having sought the public opinion on it. 

 "A gazette notification on the Bangladesh Securities and Exchange Commission (Substantial Share Acquisition, 

Takeover and Control) Rules 2018 will be published soon," the BSEC said. On receipt of public opinion, the 

regulator also gave its final approval to the draft of 'Corporate Governance Code' the same day. 

 According to a senior official of the BSEC, Corporate Governance Code has two more conditions for listed 

companies. It is mandatory for a listed company to maintain a website and appoint a nomination and 

remuneration committee. 

 The managing director and chief executive officer (CEO) of a listed company will not be allowed to hold same 

posts in other companies. The company will require necessary approval of its board of directors in case of 

terminating the top executives. The CEO and chief financial officer will have to certify the financial statements. 

 

From:  http://today.thefinancialexpress.com.bd/stock-corporate/bsec-approves-new-rules-1528044144 
 

DSE sees Tk 2.83b net foreign fund withdrawal in May 

 The net withdrawal of foreign funds invested in shares listed with the Dhaka Stock Exchange (DSE) hit Tk 2.83 

billion (283 crore) in May last. The foreign investors were in a selling mood throughout the month. They sold 

shares worth Tk 6.24 billion (624 crore) against the purchase worth Tk 3.41 billion in the month, according to the 

DSE statistics. 

 The net withdrawal of foreign funds in May might be the highest in a single-month in recent years, said market 

insiders. The net foreign investment in April also was negative. The overseas investors collected shares worth Tk 

5.03 billion in the month but sold shares worth Tk 5.28 billion, DSE data shows. 

 The net fund withdrawal stood at Tk 247 million. Khairul Bashar Abu Taher Mohammed, Chief Executive Officer 

(CEO) of MTB Capital, said the foreign investors continued to withdraw part of their fund due to the rising 

appreciation of US dollar against Taka. 

 The secretary general of Bangladesh Merchant Bankers Association (BMBA) said the foreign investors were 

pulling out their funds from frontier markets. "The overseas investors are pulling out their fund not only from 

Bangladesh but also from other frontier markets due to rising trend of dollar against local currencies," he stated. 

 Mr Bashar said foreign investors were mostly on a selling spree, especially on large-cap stocks, taking a toll on 

the stock indices too. He, however, expressed his hope that the foreign investments would turn around in near 

future. He pinned his hopes on the Chinese consortium that already signed a strategic partner deal with the DSE. 

 The stock indices of the DSE fell sharply in May. The DSEX, the prime index of the DSE, registered a cumulative 

loss of 396 points or 6.90 per cent. The daily turnover, an important gauge of the capital market, also came 

down to Tk 4.33 billion on an average in May. 

 Mostaque Ahmed Sadeque, president of the DSE Brokers Association said, the foreign investors continued 

selling large-cap stocks. , he said the foreign investors were not the market drivers. Their investments make up 

less than 2.0 per cent of the DSE's total market cap, he added. 

https://www.thedailystar.net/business/foreign-funds-stock-plunge-strong-dollar-1586065
http://today.thefinancialexpress.com.bd/stock-corporate/bsec-approves-new-rules-1528044144
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 A local stockbroker, who deals with foreign investors, said despite the sharp decline in portfolio investments in 

stocks, the foreign fund managers still see potential of the Bangladesh stock market. They view it as a potential 

one among the emerging markets due to positive macroeconomic indicators, he added. 

 Foreign investors' preferred sectors were banks, non-bank financial institutions, power and energy, 

pharmaceuticals, telecoms and IT, said a merchant banker, he stated. They also focused on some multinational 

companies that announced healthy dividends and generated good profits, he further said. 

 In 2017, the overseas investors bought shares worth Tk 65.76 billion and sold stocks worth Tk 48.71 billion. That 

took their net investment to Tk 17.05 billion, the DSE data shows. In 2016, the net foreign investment was Tk 

13.41 billion. The foreign investors then purchased shares worth Tk 50.57 billion and sold their holdings worth Tk 

37.16 billion. 

 

From:   http://today.thefinancialexpress.com.bd/stock-corporate/dse-sees-tk-283b-net-foreign-fund-withdrawal-in-may-

1528044325  

 

Miscellaneous  

 

Cold storage owners seek loan rescheduling for survival 

 Cold storage owners have sought long-term loan rescheduling facility for their survival. Otherwise, the industry 

might face serious consequences and many cold storage owners would be forced to close down their business 

gradually, industry insiders said. A large unsold stock of potato -- 1.5 million tonnes -- still remains in different 

cold storage, which is mainly the reason behind the losses the Cold storage owners are counting this year. 

 Farmers have produced about 10 million tonnes of potato this year while the demand is 8.5million tonnes. 

Contacted, acting president of Bangladesh Cold Storage Association (BCSA) Dr Qamrul Hussain Chowdhury said, 

"We have sent a letter to the finance ministry seeking loan rescheduling facility for the cold storage owners." 

 He also expressed the hope that the government will take necessary steps in this regard. If such facility is not 

provided, the cold storage owners would have no alternative but to shut down their business gradually, he 

added. 

 Cold storage owners, farmers and small potato traders incurred losses totalling around Tk 125.15 billion due to 

the slump in potato prices last year, said Dr Chowdhury. And it is quite impossible for them to recoup the losses, 

he mentioned. 

 Farmers have invested Tk 1,500 for the preservation of a sack of potato (80 kg) in the cold storage, which is now 

selling at Tk 700 This situation has also forced the cold storage owners to reduce the rent to Tk 250 from Tk 400 

per sack, causing huge losses for them, according to BCSA. 

 The farmers' losses will stand at Tk 61.31 billion due to its low prices, said Dr Chowdhury. And the losses incurred 

by cold storage owners will reach Tk 63.78 billion, he added. There are about 416 cold storage facilities across 

the country and their combined capacity is 5.6 million tonnes of potatoes. 

 "Our survival is now at stake. So, we are desperately seeking loan rescheduling facility. We can only survive if the 

government extends such facility to us," said a cold storage owner. Referring to the letter, Dr Chowdhury said 

that the association has sought 20 years' time to pay back the outstanding loans. 

 "The government has been requested to transfer the entire outstanding project and cash credit loans of the cold 

storage owners for a two-year moratorium period (from December 31, 2017) and fix the loan repayment period 

for 20 years." In that case, the loan repayment period would be counted after December 31, 2019, he added. 

 The cold storage owners also proposed fixing a 5.0 per cent interest rate on loans for setting up cold storage 

facilities and on the outstanding loans. 

 

From: http://today.thefinancialexpress.com.bd/trade-market/cold-storage-owners-seek-loan-rescheduling-for-survival-

1528044702  
 

Fuel & Power 

 

Power sector likely to get Tk 262.26b in next budget 

 The country's power and energy sector is likely to get over Tk 262.263 billion (Tk 26,226.37 crore) in the next 

national annual budget, reports BSS. 

 According to Power, Energy and Mineral Resources Ministry, an allocation of Tk 228.926 billion (Tk 22,892.60 

crore) has been proposed for the power division and 13.337 billion (Tk 3,333.77 crore) for the energy and 

mineral resources division for FY19. 

 

From:  http://today.thefinancialexpress.com.bd/trade-market/power-sector-likely-to-get-tk-26226b-in-next-budget-

1528044822  
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