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Reforms and diversification

key to boosting RMG

For decades, policy circles and
industry stakeholders have
repeatedly stressed the need for
reforms and diversification to
rejuvenate the country's readymade
garment (RMG) exports. Reforms
essentially imply structural changes
in production and operations, with a
strategic shift from low-end, mass-
volume products to high-end or
semi-high-end categories that effect
higher value addition. Diversification,
on the other hand, refers not only to
broadening the range of apparel
products but also to extending export
reach beyond the conventional
markets of North America and the
European Union. Although some
progress has been made on both
fronts, the pace has been far slower
than the required. In today's rapidly
changing global trade dynamics --
especially involving apparel exports -
- the challenges are more complex
than they were a decade ago, forcing
Bangladesh at a crossroads.

Despite the difficulties, optimism
persists that Bangladesh can still
make a transitional leap in apparel
exports. A recent diagnostic report
prepared jointly by the World Bank,
the International Finance
Corporation, and the Multilateral
Investment Guarantee Agency
highlights this potential. According to
the report, Bangladesh's RMG sector
could generate as much as US$94
billion in annual export earnings by
2029, provided that the industry
actively expands into non-traditional
markets and embraces manmade
fibre (MMF) production in a big way.
Achieving this ambitious target
would require sustaining an average
annual growth rate of 15 percent --a
formidable challenge that demands
wide-ranging, coordinated reforms
across trade policy, industrial
operations, and financial systems.
The report also identified four sectors
in Bangladesh with the highest
growth potential where private
investment could play a
transformative role. These include
the RMG, middle-income housing,
domestic production of textile dyes
and paints, and digital financial
services. The findings also shed light
on broader concerns such as foreign
directinvestment (FDI) trends, the
overall business climate, and cross-
cutting regulatory bottlenecks th§t
hinder private sector growth. The
clear message is that while
Bangladesh's growth prospects
remain bright, achieving them will
require regulatory clarity, accelerated
digital transformation, and

Reforms must focus on upgrading the industry to produce more
high-value products supported by stronger backward linkages
in MMF and other inputs. Diversification must go beyond
products to include new markets
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tariffs are largely aimed at curbing
Chinese exports. Consequently, many
American apparel brands and retailers
are now adopting a strategy of
geographical diversification in
sourcing to reduce over-dependence
on China. Rising tariff rates on
Chinese apparel and the intensifying
strategic rivalry between Washington
and Beijing have prompted several
leading US fashion companies to scale
down their sourcing from China --
some planning to reduce it to single-
digit percentages, and others even
considering moving out of China
altogether.

This geopolitical and trade
reorientation presents Bangladesh
with a unique window of opportunity.
With China's declining market share
in the US and the search for
alternative sourcing bases,
Bangladesh could secure a larger slice
of the American apparel market. The
numbers tell the story: China's share
of the US apparel import market
dropped from 37.7 per cent in 2013 to
21.3 per cent in 2023. During the
same period, Bangladesh's share rose
fram 6.0 ner cent tn 9 0 ner rent
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shifting demand, fresh investment to
expand production capacity --
especiallyin MMF-based and other
high-value apparel items -- has been
limited. The country still depends
heavily on imported raw materials for
producing value-added garments,
particularly MMF-based products.
Without building domestic capacity in
this area, Bangladesh risks missing
out on lucrative future orders.
Moreover, structural challenges such
as energy shortages, rising utility
costs, and persistent logistics
bottlenecks continue to undermine
the country's competitive edge.

Local exporters, however, remain
cautiously optimistic. They argue that
with its existing scale and experience,
Bangladesh already has the capability
to absorb some of the work orders
likely to be diverted from China. The
competitive edge lies in cost
efficiency, skilled workforce, and a
strong reputation as areliable
supplier. But for this to translate into
long-term market resilience, the
country must urgently address its

internal weaknesses. Expansion of
invastmeant in MMF nradurtinn
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internally while maintaining their
sourcing diversification strategy. This
signals that buyers are looking for
competitive suppliers who can ensure
flexibility, speed and quality without
significantly raising end prices.
Bangladesh's ability to align with this
evolving buyer preference will be
decisive in slicing greater market
shares.

Industry leaders repeatedly
emphasise that a strategic shift from
low-end to high-value apparel is no
longer optional but essential.
Bangladesh must move beyond being
predominantly a producer of basic
garments to one that specialises in
design-driven, technologically
advanced, and higher-margin items.
At the same time, exploring new and
emerging markets outside the US and
EU is crucial. Countries in East Asia,
Latin America, and Africa represent
untapped.potential that could further
diversify Bangladesh's export
portfolio and reduce dependence on a
few large markets.

The pathway to revamping
Bangladesh's RMG sector lies in a dual
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Despite the difficulties, optimism
persists that Bangladesh can still
make a transitional leap in apparel
exports. A recent diagnostic report
prepared jointly by the World Bank,
the International Finance
Corporation, and the Multilateral
Investment Guarantee Agency
highlights this potential. According to
the report, Bangladesh's RMG sector
could generate as much as US$94
billion in annual export earnings by
2029, provided that the industry
actively expands into non-traditional
markets and embraces manmade
fibre (MMF) production in a big way.
Achieving this ambitious target '
would require sustaining an average
annual growth rate of 15 per cent -- a
formidable challenge that demands
wide-ranging, coordinated reforms
across trade policy, industrial
operations, and financial systems.
The report also identified four sectors
in Bangladesh with the highest
growth potential where private
investment could play a
transformative role. These include
the RMG, middle-income housing,
domestic production of textile dyes
and paints, and digital financial
services. The findings also shed light
on broader concerns such as foreign
direct investment (FDI) trends, the
overall business climate, and cross-
cutting regulatory bottlenecks that
hinder private sector growth. The
clear message is that while
Bangladesh's growth prospects
remain bright, achieving them will
require regulatory clarity, accelerated
digital transformation, and
establishment of a more inclusive and
investment-friendly climate.

The United States, Bangladesh's
single largest apparel export
destination, is likely to play a
particularly pivotal role in this
anticipated prospect. Recent tariff
actions by the US, targeting multiple
countries including some of
Bangladesh's competitors, carry
important implications for
Bangladesh's RMG exports. The US
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tariffs are largely aimed at curbing
Chinese exports. Consequently, many
American apparel brands and retailers
are now adopting a strategy of
geographical diversification in
sourcing to reduce over-dependence
on China. Rising tariff rates on
Chinese apparel and the intensifying
strategic rivalry between Washington
and Beijing have prompted several
leading US fashion companies to scale
down their sourcing from China --
some planning to reduce it to single-
digit percentages, and others even
considering moving out of China
altogether.

This geopolitical and trade
reorientation presents Bangladesh
with a unique window of opportunity.
With China's declining market share
in the US and the search for
alternative sourcing bases,
Bangladesh could secure a larger slice
of the American apparel market. The
numbers tell the story: China's share
of the US apparel import market
dropped from 37.7 per cent in 2013 to
21.3 per cent in 2023. During the
same period, Bangladesh's share rose
from 6.0 per cent to 9.0 per cent.
Vietnam has also been a major
beneficiary, expanding its share from
10 per cent to 17.8 per cent. India,
Cambodia and Pakistan, too, recorded
modest gains. Clearly, the global
sourcing map is shifting and
Bangladesh stands to benefit if it can
position itself strategically.

The critical question, however, is
whether Bangladesh is ready to seize
this opportunity. Industry insiders
point out that despite clear signals of

shifting demand, fresh investment to
expand production capacity -~
especially in MMF-based and other
high-value apparel items -- has been
limited. The country still depends
heavily on imported raw materials for
producing value-added garments,
particularly MMF-based products.
Without building domestic capacity in
this area, Bangladesh risks missing
out on lucrative future orders.
Moreover, structural challenges such
as energy shortages, rising utility
costs, and persistent logistics
bottlenecks continue to undermine
the country's competitive edge.

Local exporters, however, remain
cautiously optimistic. They argue that

with its existing scale and experience, .

Bangladesh already has the capability
to absorb some of the work orders
likely to be diverted from China. The
competitive edge lies in cost
efficiency, skilled workforce, and a
strong reputation as a reliable
supplier. But for this to translate into
long-term market resilience, the
country must urgently address its
internal weaknesses. Expansion of
investment in MMF production,
reliable energy supply, upgrading of
port and transport infrastructure and
removal of bureaucratic bottlenecks
are the key imperatives.

Another important trend is the
pricing strategy of US fashion
companies. Even amid rising costs
from tariffs and supply chain
adjustments, these companies have
largely avoided widespread retail
price hikes. Instead, they have
absorbed some of the cost pressures

internally while maintaining their
sourcing diversification strategy. This
signals that buyers are looking for
competitive suppliers who can ensure
flexibility, speed and quality without
significantly raising end prices.
Bangladesh'’s ability to align with this
evolving buyer preference will be
decisive in slicing greater market
shares.
Industry leaders repeatedly
emphasise that a strategic shift from
low-end to high-value apparel is no
longer optional but essential.
Bangladesh must move beyond being
predominantly a producer of basic
garments to one that specialises in
design-driven, technologically
advanced, and higher-margin items.
At the same time, exploring new and
emerging markets outside the US and
EU is crucial. Countries in East Asia,
Latin America, and Africa represent
untapped potential that could further
diversify Bangladesh's export
portfolio and reduce dependenceon a
few large markets.
The pathway to revamping
Bangladesh's RMG sector lies in a dual
strategy of reforms and
diversification. Reforms must focus
on upgrading the industry to produce
more high-value products supported
by stronger backward linkages in
MMF and other inputs. Diversification
must go beyond products to include
new markets. The opportunities
created by the shifting global trade
dynamics are real, but seizing them
will require vision, investment and
matching strategic policy. _
wasiahmed.bd@gntail.m



H1 2025 RMG exports

toEUup17.87pc =~

MONIRA MUNNI

Bang*ladesﬁ 's readymade garment (RMG) exports to the
European Union (EU) during the first half (H1) of 2025

witnessed 17.87 per cent growth, earning 10.29 billion euros.
8.73 billion euros, according to the Eurostat datareleased on
Monday.

H1 BD RMG EXPORTS
billion-euro
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In the same period last year, RMG exports to the EU fetched
Of the 10.29-
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Meanwhile, '

Bangladesh's major competitors, including China, Cambodia,
and India, also sustained higher growth of 22.3 percent, 30.4
per cent, and 15.4 per cent, respectively, in apparel shipments
to the EU from January to June of this year.

Exporters and insiders said the higher growth indicates the EU
demand for garments is increasing and the market situation

" has improved, while concerns remain over growing

competition among the major apparel producers in Asia due to
the latest US imposition of reciprocal tariffs.

same in future," he said.
They said due to the high US India would also follow suit,
tariffs imposed on Indiaand which would create fierce
China, the two major market competition, he
producers are expanding noted.
their concentrationinthe EU  The EU's garment imports
market to offset the lossesin  from India increased by 15.4

the US.

per cent to 2.70 billion euros

The EU imported apparels in the January-June period of
| worth 11.26 billion euros from 2025, data showed.

China between January and Pakistan's exports grew by

June of 2025, while 16.6 per cent to 1.86 billion

Cambodia'sexportstothe27~  euros during this period,

nation bloc stood at 2.07 while Vietnam sustained a

billion euros in this period, strong double-digit growth

according to the Eurostatdata.  of 17.3 per cent, fetching

The EU's overall apparel 2.02 billion euros.

imports increased to 43.39 In contrast, Turkey,

billion euros during thesesix  traditionally an important

months from 38.64 billign supplier to the EU due to its

euros in the same period of. geographical proximity, was
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chma the two major
producers are expanding
their concentration in the EU
market to offset the losses in
the US.

The EU imported apparels
worth 11.26 billion euros from
China between January and
June of 2025, while '
Cambodia's exports to the 27~
nation blocstood at 2.07
billion euros in this period,
according to the Eurostat data.
The EU's overall apparel
imports increased to 43.39
billion euros during these six
months from 38.64 billien
euros in the same pehod}sif
2024, '
Knitwear led the gainsin tal'tlis

period with 14.7 per cent rise |

to 21.87 billion euros, while
woven apparels' imports
grew by 10 per cent to 21 51
billion euros. VR
Fazlul Hoque, former .';
president of the BanglaHESh
Knitwear Manufacturersand
Exporters Association
(BKMEA), said the overall
growth indicates an
improved EU market as
almost all major producing
countries sustained double-
digit growth.

Bangladesh could have done
better if some internal issues
were resolved, he said,
explaining that a good
number of factories were
shut, while other

| bottlenecks, including

banking complexities, stified
further growth.

| Talking to The Financial

Express on Tuesday, Mr

| Hoque, also the managing

director of Plummy Fashions,
said due to the trade and

- tariff tension between China

and the US, the former is
losing its American market
share.

"Chinais desperately
enhancing its focus on the EU
and will continue to do the

market competition, he
noted.

The EU's garment imports
from India increased by 15.4
per cent to 2.70 billion euros
in the January-June period of
2025, data showed.
Pakistan's exports grew by
16.6 per cent to 1.86 billion
euros during this period,
while Vietnam sustained a
strong double-digit growth
of 17.3 per cent, fetching
2.02 billion euros.

In contrast, Turkey,
traditionally an important
supplier to the EU due to its
geographical proximity, was
the only major exporter that
recorded negative growth of
7.0 per cent in this period,
earning 4.27 billion euros.
Bangladesh's apparel
exports to the US, its single-
largest market, recorded a

. robust 25.13 per cent growth

and fetched $4.25 billion in
the first half of this year,
according to OTEXA, an
affiliate of the US
Department of Commerce.
Bangladesh earned $3.39
billion in the same period of
2024,

Munni_fe@yahoo.com
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‘Overvalued Taka likely to cut
export, remittance earnings

July REER shows BDT overvalued by Tk 1.71 against
USD, stoking worry among exporters

JASIM UDDIN HAROON

Local-currency taka again gets overvalued
against the US dollar, as per July ratings, after
remaining undervalued in two consecutive
montbhs, stoking concerns about Bangladesh's
trade competitiveness on the volatile global
market.

The real effective exchange rate (REER), a key
indicator for gauging foreign-exchange-
market equilibrium, stood at 101.14 in July
2025. It was 98.61 in June and 99.27 in May,
according to Bangladesh Bank data released
Tuesday.

Based on REER, the BDT was overvalued by Tk
1.71 against the dollar in the month under
review. The exchange rate should have been
121.13 but it traded at Tk 122.84 during the
period. '

In economics, a REER reading above 100
suggests that a local currency is overvalued
against a basket of major trading partners'
currencies, including the greenback. A rate
below the 100 benchmark suggests the local
currency is undervalued.

An overvalued currency typically erodes
export competitiveness and slows remittance
inflows though it makes imports cheaper.
The REER, based on a fiscal year 2016
baseline, incorporates 18

currencies representing

Bangladesh's top trading

partners' economies that

together contribute to around

85 per cent of the country's

external trade.

A senior central banker

Central-bank officials point out that REER
was too high during the Sheikh Hasina
government. During the tenure of previous BB
governor Abdur Rouf Talukder, the taka was
often overvalued, with the REER hovering
around 107-108--meaning the local currency
was overvalued by Tk 7-8 against the dollar
that time.. ‘
Economists voice warning that the overvalued
BDT may hurt both growing export and
remittance inflows, which are vital for the
economy.

Dr Mohammad Akhter Hossain, chief
economist of Bangladesh Bank, told the FE
that the central bank is closely monitoring the
development. "Export and remittances are
very much important for us. So we are trying
to keep exchange stable through different

Overvalued currency erodes
export competiveness, slows
remittance but makes imports
cheaper: Economists

Jactors like weakening dollar,
higher domestic inflation:
Central banker

Globally, dollar remains weak,
which ultimately supported BDT
appreciation: Dr Masrur Reaz

attributes the recent REER increase to several
interlinked factors: a weakening US dollar and
higher domestic inflation in july.

"Our inflation rate was higher in July than in
June while our trading partners saw easing
inflationary pressures," he says to explain the
change in the equilibrium.

The Bangladesh Bank official, however, mentions
central bank's bid to keep the index close to 100
to minimize impacts on the economy.

mechanisms."
He notes that there are many factors for the
fluctuation but Bangladesh Bank wants to
keep it stable.
Another economist argues that as Bangladesh
is a largely import-dependent economy, and
its strategy should be for maintaining a
balanced REER.
"The domestic inflation differential with
Bangladesh's peer economies is high and this
is a key reason behind the higher REER in
July," says Dr M. Masrur Reaz, chairman and
CEO of Policy Exchange Bangladesh.
He says the demand for import has increased,
leading to rising demand for dollars in the
market. Globally, he notes, the dollar
remained weak, which has ultimately
supported appreciation of the BDT.
Jasimharoon@yahoo.com
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‘China lifts curbs on export of

rare earth m

TRADE - ASIA

TBS REPORT

China has lifted curbs on the export
of rare earth magnets to India, local
Indian media reported on Tuesday,
reports Reuters.

According to an India media re-
port, China has conveyed that it has
lifted curbs on export of fertilisers,
rare earth magnets as well as tunnel
boring machines to India — the three
asks New Delhi had from Beijing
when External Affairs Minister S Jais-
hankar met his counterpart Wang Yi
last month.

India had underlined its concerns
strongly with China as sudden fer-
tiliser curbs had directly impacted
availability of Di-Ammonium Phos-
phate in the Rabi season, reports
Economic Times. Similarly, it had
put on hold shipments of tunnel bor-
ing machines headed for key infra-
structure projects in India including
those manufactured by foreign enti-
ties in their China-based units.

The auto and electronics indus-
tries had flagged off serious con-
cerns on Chinese restrictions over
rare earth magnets and minerals,
leading to shortages that could have
a debilitating impact on production.
These decisions were driven by se-
curity logic due to growing tensions
between both countries.

However, Wang and Jaishankar

Workers transport soil containing rare earth elements for export ata

October 2010. PHOTO: REUTERS

met twice last month to iron out
political differences following a
successful troops disengagement
process on the Line of Actual Con-
trol. Both sides agreed to gradually
restore normalcy in ties starting with
confidence building measures to
now easing economic restrictions.
This deal carries a significant

agnets to India

" i

message as it comes at a time when
the US has hardened its stance on
India, with top US officials constant-
ly berating New Delhi on its ties with
Russia. The Trump Administration
has imposed an additional national
security tariff of 25 per cent over and
above additional tariffs, taking the
total to 50 per cent. .

port in Lianyungang, Jiangsu, China, 31

it

India has also taken note of the
fact that while coming down hard on
New Delhi, the Trump Administra-
tion has taken a more accommodat-
ing view on Beijing by extending the
trade truce and delaying imposition
of tariffs by another 9o days besides
moving to lift curbs on export of

. high-end chips to China. P P
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