
 
 

Economy  

 

Consumers hit by higher VAT 

 The burden of value-added tax is set to get heavier from next fiscal year as the revenue authority looks high and 

low to find ways to collect the major share of its ambitious target from the indirect tax. 

 Of the total revenue collection target of Tk 296,201 crore in fiscal 2018-19, VAT, which is borne by consumers, is 

expected to bring in 37.32 percent of the amount, followed by income tax, import and supplementary duty. 

 This means, the National Board of Revenue would be gunning for VAT collection of Tk 110,543 crore -- 32 

percent higher than the current year's target. 

 To attain the lofty target, the NBR has increased the VAT and supplementary duty rates on 56 goods and 

services, meaning consumers will have to pay higher prices. 

 The move is expected to yield an additional Tk 8,000 crore for the NBR, said an official of the revenue authority 

requesting not to be named. 

 For example, anyone who wants to commute from one part of Dhaka city to another part by using ride-hailing 

service offered by Uber and Pathao will have to pay more after the revenue collector introduced a 5 percent VAT 

on the increasingly popular taxi service. 

 Until recently, branded clothes lovers had to count 4 percent VAT. From next fiscal year, they will have to pay 5 

percent. 

 Garments buyers from non-branded and imported clothing stores will also face the same rate. 

 Furniture will also become pricier because of hike in VAT rates by one percentage point, both at the trading and 

making stages. 

 Similarly, consumers will also have to bear the burden of increased prices for hike in SD rates on 17 items, 

including energy drinks, cosmetics, toiletries, bathtub, jacuzzi, by up to 10 percentage points. 

 Some 20 percent SD has been introduced on chartering of aircraft and helicopter. Air ambulance has been 

exempted. 

 A number of products on which VAT is collected based on tariff value or administered prices will also see a hike 

in VAT rates owing to the spike in tariff value. 

 Goods for which tariff value has been raised include tomato paste and ketchup, fruit juices, coloured paper, 

reading glass, optical frames and spectacles. 

 In addition, the rate of advance trade VAT (ATV) at the import and trading stage has also been increased to 5 

percent from existing 4 percent. 

 Indirect tax has been given more emphasis than income tax in revenue collection, said the Centre for Policy 

Dialogue in its analysis on fiscal measures for fiscal 2018-19 on June 8. 

 Citing the hike in VAT rates to 2 percent from 1.5 percent for flats of up to 1,100 square feet, it said the move 

will raise the cost of housing for the lower middle income group. The increased VAT on IT-enabled services may 

affect youth employment. 

 The number of slabs of VAT rates has been brought down to 5 from 9 at present, and in this process of 

condensation, the VAT on some items becomes lesser too. 

 For instance, the VAT on non-air conditioned restaurants and English-medium schools was lowered. 

 “We have tried to ensure a balance while revising the VAT rates such that the common people do not feel 

increased pressure. We have done a lot of analysis,” said Md Rezaul Hasan, NBR member of VAT policy. 

 From next year, VAT for 10 items including drugs for treatment of cancer and kidney disease as well as cheap 

bread, buns, cakes, biscuits and rubber sandals has been withdrawn. 

 

From https://www.thedailystar.net/business/consumers-hit-higher-vat-1589467 

 

T-bills’ interest rates up ahead of Eid 

 The interest rates on the treasury bills (T-bills) increased significantly, as the banks showed unwillingness to 

invest their funds in the government securities ahead of the Eid. 

 The cut-off yield, generally known as interest rate, on 91-day T-bills jumped to 4.14 per cent on Sunday from 

1.20 per cent of the previous auction, held on June 03. 

 On May 13, the cut-off yield was 1.00 per cent, according to the market operators. 

 Besides, the cut-off yield on 182-day T-bills rose to 4.19 per cent on the day from 4.00 per cent of the previous 

auction. 

 An official of the Bangladesh Bank (BB) said the interest rates on the T-bills will increase further, if the 

government borrows the total targeted amount of the auctions from the banks. 

 He said around 50 per cent of the targeted borrowing amount was passed to the BB for curbing the upward 

trend of interest rates. 

 The government had fixed the borrowing target at Tk 30 billion through holding auctions of the T-bills on the 

day. 

 Currently, four T-bills are being transacted through auctions to adjust the government's borrowings from the 

banking system. 

https://www.thedailystar.net/business/consumers-hit-higher-vat-1589467


 
 

 The T-bills have 14-day, 91-day, 182-day and 364-day maturity periods. 

 The T-bills are short-term investment tools issued through auctions, conducted by the central bank on behalf of 

the government. 

 Five government bonds, with the tenures of two, five, 10, 15 and 20 years respectively, are also traded in the 

market. 

 "Most of the banks are now facing a cash withdrawal pressure ahead of the Eid festival," a treasury official of a 

bank told the FE while explaining the latest market situation. 

 The call money rate moved up slightly in the recent days mainly due to higher withdrawal of money from the 

banks ahead of the Eid, he explained. 

 The call money rate ranged between 1.00 per cent and 5.00 per cent on Thursday against the previous rate 

ranging between 0.75 per cent and 5.00 per cent. 

 Most of the deals were settled at rates varying between 2.50 per cent and 3.50 per cent, the market operators 

said. 

 However, the weighted average rate (WAR) on call money remained unchanged at 3.44 per cent on Thursday, 

the BB data showed. 

 "The call money rate may not cross 5.0 per cent despite the higher withdrawal of cash before the Eid," the 

treasury official predicted. 

 The call money rate is almost stable ahead of the Eid festival. Most of banks, particularly the state-owned 

commercial banks, are awash with excess liquidity, another treasury official said. 

 Such short-term borrowing normally increases before the Eid to meet the growing demand for money from the 

banks, they added. 

 Most of the bank branches, located at Motijheel, Dilkusha and other commercial hubs of the capital, witnessed 

long queues of people waiting mainly to withdraw money before the festival. 
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Information Technology 

 

Budget to fuel cost of doing business 

 Four ICT-related trade bodies yesterday termed the proposed budget unfriendly to internet-based businesses, 

saying it will increase the cost of doing business instead of helping them thrive. 

 The Bangladesh Association of Software and Information Services (BASIS), the Bangladesh Computer Samity 

(BCS), the Internet Service Providers Association of Bangladesh (ISPAB), and the Bangladesh Association of Call 

Centre and Outsourcing (BACCO) made the observations in a joint press conference at the National Press Club. 

 “The budget hasn't included any measure that will help the internet-based industry to grow further,” said Syed 

Almas Kabir, president of BASIS. He said the finance minister has proposed an increase in VAT and other duties 

for ICT-related businesses. 

 Even AMA Muhith proposed a cut in supplementary duties for imported software, whereas the local businesses 

have the ability to develop the same kind of software, he said. 

 The BASIS had sought the withdrawal of VAT on IT-enabled services, but the country's financial decision maker 

raised it to 5 percent from 4.5 percent. The association had also demanded a VAT cut on internet uses but it was 

not reflected in the budget. 

 “The government has awarded us tax holiday for up to 2024 but it is applicable only to income tax. We want a 

full VAT-free IT-enabled services business,” said Kabir. 

 He said the local businesses export software worth $800 million a year but they have not received that much 

support from the proposed budget. 

 The four trade bodies said the proposed reduction in customs duty on software imports from 25 percent to 5 

percent will have a serious impact on the domestic software industry. 

 “If this customs duty is lowered, local software companies will become extinct,” Kabir said, adding that such 

measures should be applied only on operating systems, database, development tools and cybersecurity software 

as Bangladesh does not produce them at all. 

 BCS President Subrata Sarkar said customs duty on computer accessories went up by 11 percent. “But we had 

urged the government not to increase the customs duty.” 

 The BCS had also urged the government to keep the customs duty on instant power supply and uninterruptible 

power supply unchanged but it went up in different slabs, said Sarkar. 

 BACCO President Wahidur Rahman Sharif said IT and IT-enabled services export incentive should be increased to 

30 percent from 10 percent now. 

 ISPAB President MA Hakim said about 22 percent tax has been imposed on internet modem and other 

equipment which will directly impact the cost of doing business. 

 The ISPAB had urged the government to include internet business in the IT-enabled services sector so that 

companies get more tax benefit -- a demand that was also ignored in the budget. 
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Garment Accessories 

 

Bring down corporate tax 

 Garment accessories makers yesterday demanded lowering of the corporate tax to 15 percent from the existing 

35 percent as the small and medium scale factories are struggling to keep afloat with paying such a high 

amount tax. 

 The sector, which is a crucial backward linkage for the $30 billion garment industry, will have to continue to pay 

35 percent corporate tax next fiscal year too, in contrast to 15 percent for the garment sector. 

 “Our sector is composed of small and medium-scale factories,” said Abdul Kader Khan, president of the 

Bangladesh Garment Accessories and Packaging Manufacturers and Exporters Association (BGAPMEA). 

 Khan's comments came at a press conference organised by the association to convey its post-budget reactions 

at the capital's Best Western La Vinci Hotel. 

 “Our demands were not met in the proposed budget,” he said, while urging the government to allocate a special 

fund to facilitate flourishing of the sector. 

 At present, the 1,650 small and medium factories are able to supply 95 percent of the accessories requirement of 

the country's $30 billion garment sector by employing more than 5 lakh workers, he said. 

 Previously, the garment exporters needed to import the accessories mainly from Hong Kong, China and India. 

The local makers can manufacture all 40 of garment accessories. They are also supplying different kinds of 

products to sectors like pharmaceuticals and frozen food. 

 Timely supply of accessories by the local producers has helped the garment exporters cut down the lead time 

significantly, which is essential for remaining competitive in the global apparel trade, Khan added. They also 

demanded lowering of source tax on export to 0.50 percent from the 1 percent proposed by Finance Minister 

AMA Muhith on June 7. 

 The cost of doing business for the accessories makers will escalate if the proposed tax rate is ultimately imposed, 

said Rafez Alam Chowdhury, an adviser to the BGAPMEA. 

 Instead, the government should provide incentives for the $5 billion accessories sector, he said. 

 In another statement, Abdus Salam Murshedy, president of the Exporters' Association of Bangladesh, urged the 

government to slash the corporate tax for the garment sector to 10 percent. 

 For factories with green certification, it should be 5 percent. Murshedy also demanded reduction of source tax 

on exports to 0.5 percent from the proposed 1 percent, according to the statement. 

 The source tax for terry towel and home textile should be fixed at 0.25 percent. 

 The EAB chief also demanded a 5 percent cash incentive on export of garments as a safety measure for the 

sector. 

 Murshedy urged the government to bring to book those who have robbed money from the banking system to 

restore confidence in the sector and for establishing good governance. 
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Bank 

 

BB allows FCBs to remit shares of head office expenses 

 Foreign commercial banks (FCBs) operating in Bangladesh are allowed to remit the shares of expenses at their 

head offices without the central bank's prior approval. 

 "The FCBs will be able to remit such expenses complying with the Income Tax Ordinance 1984 and other 

conditions," a senior official of Bangladesh Bank (BB). 

 To this end, the BB issued a circular on Sunday and asked all authorised dealer banks to follow the latest 

instructions. 

 The central bank relaxed its policy in line with the FCBs' appeal, the BB official told the FE. 

 "We've relaxed our policy to facilitate smooth operations of branches of foreign banking companies in 

Bangladesh," he noted. 

 According to the circular, branch operations of foreign banks need to share expenses of their head offices 

against benefits accrued to operations in Bangladesh. 

 It also said that these expenses of head offices are incurred on account of the general management, 

administration and strategy of the whole company, including its foreign branches. 

 "Head offices allocate these expenses to their branches in accordance with standard practices," it noted. 

 It further said that the gross remittable amount (before deduction of tax at source) will not exceed the limit 

allowed in the country's income tax regulations. 

 "The remittance is subject to compliance with tax regulations like deduction and payment of applicable source 

tax and VAT," the circular added. 

 Nine FCBs are currently in operation here. A foreign bank senior official welcomed the BB's latest move. 
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 He said it would help boost foreign investments in Bangladesh. 

 

From http://today.thefinancialexpress.com.bd/last-page/bb-allows-fcbs-to-remit-shares-of-head-office-expenses-

1528653976 

 

Budget lacks banking reform measures: TIB 

 The Transparency International Bangladesh (TIB) has expressed deep concern over the absence of reform 

initiatives for the banking sector in the budget for 2018-19. It vehemently protested the proposals that 

continued using people's money in the form of subsidies to cater to deficiencies in loss-making public sectors 

and strategically kept the scope for whitening black money, it said in a statement yesterday. 

 The TIB said the budget fails to fulfill transparency expectations, demanding effective vigilance for proper 

implementation of the proposed development plans and specific strategic plans and directives to ensure 

transparency and accountability. 

 “The proposal to cut the existing corporate tax rate instead of taking steps to ensure accountability against loan 

defaulters and those engaged in corruption and anarchy is unconstitutional and discriminatory,” said 

Iftekharuzzaman, executive director of the TIB. 

 However, the TIB expressed satisfaction over the proposals that increased the monthly allowance under the 

social safety net programmes and provided the highest-ever allocation for women's development. 
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Pharmaceuticals 

 

Cash incentive for export of pharma raw materials 

 The government has extended 20 percent cash incentive to pharmaceutical raw material manufacturers as it 

earnestly looks to boost overseas shipments. 

 The incentive will become effective from July last year, according to a notice from the central bank yesterday. 

 Exporters who manufacture the active pharmaceutical ingredient at their own factories will qualify for the 

incentive. They will have to apply within 60 days to enjoy the benefit. 

 Those produced in factories housed in export processing zones and economic zones will not come under the 

purview of the facility. 

 The central bank will take punitive measures against banks that allow the businesspeople to enjoy the cash 

incentive by violating the rules. 

 The amount of the cash incentive, which is provided to the unscrupulous persons, would be deducted from the 

errant banks' current account maintained with the central bank, the notice said. 

 

From https://www.thedailystar.net/business/cash-incentive-export-pharma-raw-materials-1589440 

 

Company Specific 

 

Western Marine, Indian co to jointly bid for IWAI projects 

 

 Western Marine Shipyard, a leading shipbuilder in Bangladesh, has struck a deal with an Indian company to form 

a consortium. 

 Western Marine signed a memorandum of understanding (MoU) with The Shalimar Works (1980) Limited (SWL) 

of Kolkata on June 06, 2018. 

 However, the company disclosed information about the MoU signing on Sunday through a web posting on the 

Dhaka Stock Exchange (DSE). 

 Under the agreement, the two companies would jointly bid for shipbuilding projects by forming a consortium 

for preparing and submitting of the bid (s) in respect of tender(s) floated by IWAI (Inland Waterways Authority of 

India) for various project(s). 

 Western Marine has also informed that the capital contribution and the profit and/or losses arising from there 

would be shared between the Western Marine and Shalimar Works at the ratio of 74:26 respectively. 

 "This will create scope for further generation of revenue of the company in the near future," said the disclosure. 

 Each share of Western Marine Shipyard, which was listed on the Dhaka bourse in 2014, closed at Tk 30.10 on 

Sunday at the DSE. 

 The shipbuilder disbursed 3.0 per cent cash and 12 per cent stock dividend for the year ended on June 30, 2017. 

 Sponsors hold 31.65 per cent stake in the company, while institutional investors 15.34 per cent and the general 

public 53.01 per cent as on April 30, 2018, the DSE data shows. 

 The company's paid-up capital is Tk 1.66 billion while authorised capital is Tk 3.0 billion and total number of 

securities is 166.28 million. 
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 The company's earnings per share (EPS) stood at Tk 0.82 for January-March 2018 as against Tk 0.43 for January-

March 2017. 

 In nine months for July 2017-March 2018, EPS was Tk 2.14 as against Tk 1.46 for July 2016-March 2017. 

 The net operating cash flow per share (NOCFPS) was Tk 3.02 for July 2017-March 2018 as against Tk 3.67 for July 

2016-March 2017. 

 The net asset value (NAV) per share (with assets revaluation) was Tk 32.45 as on March 31, 2018 and Tk 34.24 as 

on June 30, 2017. 

 The NAV per share (without assets revaluation) was Tk 28.35 as on March 31, 2018 and Tk 29.61 as on June 30, 

2017. 

 Started business in 2000, the Western Marine has built more than 60 ships for coastal and inland use, and 

building more than 30 ships are in progress, according to its website. 
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Consumer Electronics 

 

World cup fever pushes up TV sales 

 Sales of television (TV) sets have marked a significant rise in the run-up to FIFA World Cup 2018, traders said. 

 Consumers are mostly attracted by promotional offer from well-known electronics brands, they said. 

 Moreover, festival allowances received by service holders ahead of Eid-ul Fitr have contributed to this surge. 

 Sources said the demand for television sets with screen size of 32-55 inches is the highest in the city markets. 

 During a recent visit to shopping malls, including Bashundhara City and Bangabandhu Stadium Market, this 

correspondent found every showroom is full of various types of TV sets. 

 And the salespersons are busy with customers ahead of the mega sport event. 

 More than 30 local and foreign TV manufacturers supply their products to the country's market, traders said. 

 The market is mostly dominated by global brands like Sony and Samsung, said the Manager of TV Bangladesh 

Electronics Limited, Md Sobuj Mia. 

 TV sales usually jump four to five times ahead of football and cricket world cup, he said. 

 But this year, Eid festival has added new dimension to the shopping spree, he added. 

 The price range of Sony LED TV models starts from Tk 28,000 while a smart TV costs a minimum of Tk 33,900, 

said Sabuj Mia. 

 "A good number of customers now opt for smart TVs for their wide range of features like Internet browsing and 

online video streaming," he said. 

 However, one can buy non-brand Chinese LED TV at a price as low as Tk 5,000, sources said. 

 Swapon Miaji, a representative of a Samsung sales centre in Bashundhara City, said they have a collection of 

some new TV models. 

 A 32-inch smart, full HD TV of Samsung brand sells at Tk 37,900, he said. 

 In premium category, a QLED 65-inch TV is priced at Tk 6,29,000. 

 Swapon said: "Nowadays, smart televisions come with an array of features, which help a user get ultimate 

entertainment experiences." 

 Khondoker Mohiuddin, a banker, purchased a 43-inch Samsung smart TV for Tk 59,000 from this showroom. 

 When asked, he said he bought the TV to watch the upcoming football world cup on a large screen. 

 "Watching football matches on large screen with family members and close ones is really enjoyable," he said. 

 He also said that although he initially planned to buy a 32-inch TV, the Equated Monthly Installment (EMI) facility 

helped him grab the bigger one. 

 Sources said the demand for some local and Chinese brands has also grown significantly. 

 Different e-commerce sites are also offering cash discount, gifts and free installation facilities to attract 

customers. 

 The FIFA World Cup 2018 is scheduled to begin on June 14 in Russia. 

 

From http://today.thefinancialexpress.com.bd/trade-market/world-cup-fever-pushes-up-tv-sales-1528649275 

 

Virtual Business 

 

5% VAT on E-hailing services will invariably raise prices 

 

 E-hailing services such as Uber and Pathao have slapped with a 5% value added tax (VAT) in the Budget FY19 on 

June 7, which is invariably going to raise the price for rides.  

 The National Board of Revenue (NBR) on Thursday issued a statutory regulatory order (SRO) in this regard 

saying the services are taxed under the “virtual business”. 
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 According to the SRO: “The VAT would be applicable on the percentage of charges earned by those ride-hailing 

services.” 

 Stakeholders claimed the imposition of VAT on the service will make the consumer-friendly ride sharing services 

more costly affecting the pockets of middle-class. 

 Contacted, Chief Executive Officer (CEO) of Pathao Hussain M Elius told the Dhaka Tribune: “The  imposition of 

VAT on the industry will not only place a burden on existing service providers but also deter newcomers and 

VAT on this service will surely increase the prices. 

 “E-hailing industry in Bangladesh is in its’ early stage and the sector needs government assistance in order to 

grow and bring forward mass adaptation.” 

 While asked how the VAT will affect the price consumers have to pay, Elius said that the VAT will be imposed 

either on the riders (drivers) or the customers (service receivers). 

 “Both parties will be reluctant in using the service, leading to an overall decrease in people availing E-hailing 

services.” 

 The Pathao CEO further said that Pathao has a significant role in reducing the unemployment problem in 

Bangladesh; however the VAT imposition may turn the table around. 

 A frequent user of E-hailing services, Tarek Mahmud, regularly uses them to go to work in Motijheel from 

Mirpur.  

 “The journey to office became very convenient because of these E-hailing services such as Pathao and Uber.  The 

government was supposed to ensure commuting services for the passengers, but these companies are doing 

that instead in a cheap and hassle free way. The government shall not have put VAT on these services 

considering many aspects.” 

 Leading commerce chambers including Federation of Bangladesh Chambers of Commerce and Industry (FBCCI) 

and Metropolitan Chamber of Commerce and Industry has urged the government to withdraw VAT on ride-

sharing services until the completion of projects like metro rail, elevated expressway and considering the impact 

of these services to address the transport needs of the general public. 

 Currently, there are around 20 E-hailing services in the country that will be affected by this VAT placed on the 

industry, including Uber, Pathao, Sohoz, FlitBD and SAM, operating in big cities particularly in Dhaka and 

Chittagong. 

 According to Pathao, the company has around 30,000 registered riders who make about 50,000 riders per day in 

five cities - Dhaka, Chittagong, Sylhet, Gazipur and Narayanganj. 

 US-based Uber Technologies Inc, which launched their E-hailing service in Dhaka on November 22,2016 

currently has 10,000 drivers joining Uber every month, insiders says. 

 The Dhaka Tribune reached out to Uber for comments on this issue but had not received a response from the 

company when this story was filed. 
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