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20pec US recipro
triggers export surge at

CHATTOGRAM, Aug 8 (BSS): The newly imposed 20 per cent Port.

counter-tariff on Bangladeshi exports to the United States
took effect on Thursday, promptinga sharp surge in
shipments from the Chittagong Port as exporters rushed to

beat the deadline.

According to the Chittagong Port
Authority (CPA), an additional 800
containers were being exported daily
due to the last-minute push, with
priority support extended to
exporters.

Mohammad Hatem, President of the
Bangladesh Knitwear Manufacturers
and Exporters Association (BKMEA),
said many exporters expedited
shipments ahead of the August 7
cutoff. '

"Those who had completed
production early managed to export
before August1," he noted. As a
result, exports rose by 25 per centin

July. :

Abdus Salam, Managing Director of the Asian-Duff Group,
96 billion worth of

reported that Bangladesh exported $3.

of the Container Depot
containers to depots in
"While monthly con

The counter-tariff, wh
reduced to 20 per cent

cal tariff kicks in,

Ctg Port

ich had earlier stood at 37 per cent, was
following the third round of bilateral
talks on July 31. However, with existing average US tariffs over-

15 per cent, total duties on
Bangladeshi goods remain above 35
per cent. Previously, tariffs on ready-
made garments were around 16.5 per
cent. :

Trade analyst and former Bangladesh
Tariff Commission member Mostafa
Abid Khan clarified that tariff
enforcement was based on the time
of port release. He noted that
Bangladesh retained a partial
advantage due to the exemption of
countervailing duties on Us-origin
raw materials -- critical, as the
country's garment sector is heavily
reliant on imported American cotton.
Ruhul Amin Sikder, Secretary General

Association, said exporters rushed

advance to avoid the new tariffs.

tainer exports typically range from

garments in july alone, $820 million of which went to the US. 60,000 to 65,000, the figure jumped to 99,000 in july," he

60 per cent of that volume moved through the Chittagong

said, adding that 81 ,000 of those

have already been shipped. -
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0ld trees, agemg farmers worsen outlook

PONTIAN, Malaysia, Aug 8 (Reuters):
Malaysmn farmer Suratmen Mosman
faces a dilemma that threatens to sap
supply from the world's top palm oil
exporters and drive up prices of the
vegetable oil essential to billions of
consumersworldwide in the next five
years.

The ageing trees on hisplantation 300
km (185 miles) south of Kuala Lumpur
are bearing less fruit, but the 85-year-
old is holding off replacing them as he
doesn't want to lose income while
waiting the three to five years it takes
for new trees to start yielding a crop and
the years beyond that it will take for
them to reach peak production.
Government subsidies to encourage
replanting are not as high as they once
were and he needs to support his family.
Used mostly as a cooking oil, but also to
make cakes, cosmetics and cleaning
products, palm oil makes up more than
half of the world's vegetable oil supply
and 85% of the crude product comes
from Malaysia and Indonesia.

But after decades of soaring output, the
market is now at a tipping point as
combined exports from the two
producers are set to slow sharply, the
result of stagnating production and
efforts by Indonesia to divert more palm
oil into the production of biodiesel.
While financial markets have factored in
the slowdown, there is growing evidence
that plantations run by smallholders like
Suratmen may be in worse condition
than previously thought as ageing and
lower-yielding trees are not replaced,
which will add to the decline.
Smallholders make up 40 per cent of the
plantations across Malaysia and
Indonesia, so they play a vital role in the
supply chain,

Supplies to global markets from
Indonesia and Malaysia could fall as
much as 20% over the next five years,
according to Reuters' calculations based
on government and industry
projections, some previously
unpublished.

Future output from smallholders may
well be over-estimated because the
condition of trees and the rate of
planting new trees is worse than
estimates by the governments in Kuala
Lumpur and Jakarta, according to
veteran industry figures Dorab Mistry
and M.R. Chandran.

That view is backed up by Reuters
interviews with more than a dozen
farmers and officials in Malaysia.

And other previously unpublished data
shows the acreage of plantations where
trees are older than 20 years - a point at
which they are considered beyond their
pezak - is growing fast.

Exports from the world's top two

producing countries are set to fall
further on replanting delays, rising local
demand because of higher biodiesel
blending mandates
Mistry, a director of Indian consumer
goods firm Godrej International and a
long-term palm oil analyst who has
been in the industry for more than 40
years, and Chandran, the former head of
the Malaysian Palm Oil Association,
estimated that more than half of the
trees on-Malaysian smallholder
plantations are well past peak
production.
The estimate is significantly higher than
- Malaysian government data, which
shows 37 per cent of smallholder
plantations are past their peak yielding
phase.
"Palm oil supplies are getting tighter,"
said Mistry, who bases his estimate on
site visits to plantations, data analysis,
and engagement with producers,
traders, and other key industry players.
"This is not just a problem.in Malaysia
but also in Indonesia. Though
Indonesia's industry is younger, it will
face the same problems in the next five
years," he said.
In Indonesia, just 10 per cent of 2 2016
government target to replant 2.5 million
hectares (9,653 square miles) by 2025
had been met as of last October, publicly
avzilable government dat= showss.

As aresult, over one~-third of oil palms

among both smallholders and industrial’

plantations are either at or past their
most productive years. Acreage for trees
older than 21 years is set to rise 11 per
cent next year in Indonesia, according to
previously unreleased data.from state
research firm Riset Perkebunan
Nusantara (RPN).

Reluctance in Malaysia and Indonesia to
replace old trees, plus Indonesia's
increased biodiesel mandates, point toa
sharp drop in palm oil exports in the
coming five years.

Calculations based on Malaysian and
Indonesia palm oil body estimates
suggest combined exports are likely to
drop to about 37 million metric tons by
2030, down by a fifth since 2024,
Indonesia is likely to have around 20
million tons available for export, down
by nearly a third from last year,
according to forecasts from RPN and the
Indonesia Palm Oil Association (GAPKI).
There are no official forecasts for
Malaysian palm exports by 2030, but
Mistry said expectations are now that
they will remain steady or decline
slightly, reflecting a lack of consistent
replanting and in contrast to earlier
estimates of modest annual increases.
Indonesia’s Ministry of Agriculture did not
respond to reguests forcommenton the
estimates for output and exports 1o &rod.
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‘orsen outlook for top palm

State-run industry regulator the
Malaysian Palm Oil Board said it did not
agree with the assessment that over 50
per cent of smallholders' oil palm trees
are beyond peak yielding age.
naAccording to MPOB's 2024 data, only
36.2 per cent of smallholders' oil palm
trees are over 18 years old, and many
smallholders have already begun
replanting with government support,”

~ the board said in a response to questions

from Reuters.
To ease replanting costs, the
government offersa 50 per cent grant
and 50 per cent loan, it added.
"The government values smallholders'
contributions and continues to refine
support schemes based on ongoing
feedback to ensure long-term
sustainability and inclusivity," it said.
DEMAND RISING
Industry projections indicate global
demand will rise by 50 million tons by
2050, requiring minimum annual supply
growth of 2 per cent, Chandran said.
However, he estimates production is on
track to grow at just 1.5 per cent
annually, he said, based on ageing trees
and slow replanting rates in both
countries.
The contrast to palm's earlier growth is
s+2r Paim doubled its share of the
zionz] vegetable oils market to 30.6 per

-zmzinthe threecdecades o 1995, with
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Indonesian production growing an
annual 8.1 per cent and Malaysian output
rising 3 per cent over the same period.
"There will be growing tensions
between rising global demand and the
challenge of expanding production
sustainably," said Chandran, whoisalso
chairman of IRGA, an agritech firm
specialising in data analysis and field
research.
Already, strained palm oil supplies are
pushing up costs for alternatives
including soybean, rapeseed and
sunflower oil.
Last year, crude palm ol raded ata
$39/ton premium to soybean oil
compared toa $160 discount in 2023,
according to the Malaysian Palm Oil
Board.
Top buyer India's annual palm oil
imports are set to drop below other
edible oils for the first time this year as
rising palm costs push refiners toward
alternatives.
RELUCTANT REPLANTERS
Interviews with 11 small-scale Malaysian
farmers found most were reluctant to
replant as mature trees are their main
income source amid two-year high
prices.
| did not replant my trees as | do not
have any other sources of income,"
Suratmen said, standing among his five
acres of oil palms in Johor state's

e ———

oil exporters

Pontian district.
Some of his newer trees were planted on
unstable peatland and lean at angles.
"My replanting efforts are limited to
replacing fallen trees or planting new
ones in between existing trees," he said.
Most smallholders converted rubber
plantations to palm in the early 1990s
and 2000s, so their trees have now
reached the 25-year mark and are due
for replanting, said National Association
of Smallholders Malaysia president
Adzmi Hassan.
The challenge is compounded by mostly
ageing landowners, many of whose
children have moved to cities, leaving
planters without the labour or physical
capacity to replant. '-
"you have to consider the plantation
cost, the work toreplant, and thereare
many independent smallholders who do
not want to be tied down to a bank
debt," said Mohd Sharul Haizam Shafei,
42, who owns 50 acres of plantationin
Banting.
In Malaysia, the replanting rate
averaged about 2 per cent over the past
five years, half the government's 4 per
cent target, according to Malaysian Palm
Oil Board data.
REPLANTING COSTS DETER FARMERS
While the Malaysian government
provides a grant for half of replanting
expenses, many smallholders are
unwilling to take on debt to cover the
rest, said Adzmi from the smallholders’ .
association. 3z gl
He is lobbying the government to fully ‘-a =
subsidise replanting, as it did before * 2
2019, but thatis seenas unlikelyasthe -
government is cutting subsidies Yy
elsewhere, including for fuel. g
indonesia last year doubled replanting
funding for smallholders, but Gulat
Manurung, chairman of planters' group
APKASINDO, said farmers struggle to
access the funds due to land legality .
issues and complicated terms.
With ageing trees, fresh fruit bunch
yields for smallholders in Indonesia last
year averaged 9.6 tons per hectare,
indonesia Palm Oil Board data showed,
less than half the yields produced at
larger state-owned and private
plantations.’
The industry is in a bind to boost output
as Malaysia caps total planted area while
Indonesia, under pressure from the
European Union and environmental
_ groups, has a moratorium on new forest
clearing for palm plantations.
Suratmen, the farmer in Pontian, said
without a full subsidy, he's not
replanting.
"Waiting for new trees to mature and
produce fruit takes too long. We cannot
support our families during those years
without income from the Trees.” mss==c
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Further cut in export cash
before LDC graduation un

HINK ON SQUEEZE IN TRADE-INDUSTRY PROMOTING PERKS

Global trade dilemmas, tariff wars, neighbours' ho

SYFUL ISLAM AND JASIM UDDIN

Squeezing cash incentives anymore is
unlikely before Bangladesh's graduation from
the world poor-countryclub as the
government prioritises propping up trade and
industry to navigate global trade
uncertainties, officials say.

To support trade against adverse affect of
tariff wars and "hostile attitude" of the
neighbouring partners, they add, the current
interim government for the first six months of
the current fiscal year kept cash incentives
same as the amount revised in January 2024,
Finance Secretary Dr Md Khairuzzaman
Mozumder at a recent meeting said the
government had taken steps to phase out
cash incentives in four stages so that
businesses do not have to bear the bruntat
once when graduation is completed in
November 2026.

However, he said, considering the current
global trade uncertainties, the governmentis
reviewing whether to defer the reduction in
cash incentives until graduation from the
least-developed countries (LDCs) group.
Rather, according to Mr Mozumder, the
government is also exploring alternative
production-linked incentives for promising
sectors like agriculture, pharmaceuticals,
leather, and jute and jute goods, in place of
cash incentives.

Contacted over the rethink, a senior official
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It's welcome move by

66» government for trade
. and industry: BGMEA

= Govt exploring

|| alternative
production-linked
incentives for sectors
like agriculture,
pharmaceuticals,

. leather

who attended the meeting told the FE there
was no possibility that the cash incentives
would be lessened anymore before the
county's status change ontoa higher rung
through graduation.

"We are about to graduate from the LDC
group. But the present global scenariois notin
favour of trade. So, the government is unlikely
to lessen cash incentives only few months
remaining in hand," he said. ‘

After crossing the crossroads in November,
the cash incentives will go automaticallyin
line with the provision of the World Trade
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Graduation done,
incentives to automatically
lapse under WTO rules

stility induce go\
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and 10%
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Govt-to-govt agreements with
certain countries suggested
for zero-tariff access
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Organisation for developing countries, fol
which providing cash incentives or export
subsidy is prohibited.

In January 2024 the government began
restructuring export subsidies through
lowering their rates. The rates of cash
incentives following the trimming for 43
categories of products have gone down tt
stand between 1.0 per cent and 15 per cer
In the second phase of lowering

cash incentives the rate further

went down to fall between ‘
minimum 0.3 per cent and
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Graduation done,
incentives to automatically
lapse under WTO rules
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Govt-to-govt agreements with
certain countries suggested

for zero-tariff access

Organisation for developing countries, for maximum 10 per cent, over which the

e FE there

centives which providing cash incentives or export businesses reacted sharply, and demanded

ethe subsidy is prohibited. retention of the rates as before January 2024.

herrung In January 2024 the government began President of Bangladesh Garment
restructuring export subsidies through Manufacturers and Exporters Association

:he LDC lowering their rates. The rates of cash (BGMEA) Mahmud Hasan Khan on June 25

qarioisnotin  incentives following the trimming for 43 met finance secretary Mr Mozumder and

ntisunlikely  categories of products have gone down to - = - m

rmonths stand between 1.0 per cent apd 15percent.  yrged him to reinstate full cash incentives to
In the second phase of lowering | "~ help the sector remain competitive amid

lovember, cash incentives the rate further growing uncertainty.

iatically in went down to fall between Talking to the Financial Express on Friday, Mr

Khan welcomed the government move notto
= lessen cash incentives anymore in view of the
industry's condition and the global economic
situation.
"We urge the government to reinstate the
special incentive at 1.0 per cent for apparel
industry which earlier was reduced to 0.5 per

rld Trade minimum 0.3 per cent and B

cent and now stands at 0.3 per cent," he said.

Abdullah Hil Nakib, Deputy Managing
Director, Team Group, says the government
should focus on facilitating exporters,

. The Financlal Expr--v
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including those inthe apparel sector, instead
of reducing cash incentives, as Bangladeshi
exporters lag far behind competing industries
in other countries in terms of supports.
"The government can, at this stage, prioritise
reducing bank interest rates to encourage
investment and create new employment
opportunities," he told the FE.
He also calls for government-to-government
agreements with certain countries to secure
zero-tariff access for exports.
Nakib further urges the government to find
ways of continuing incentives after the
country's graduation from LDC status.
: syful-islam@nutlook.com
ncwsmanjasi@gmuil.(gom
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