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Private sector battered by global
trade disruptions, inflation: DCCI

--------------------------------------

The country’s private sector faces
challenges in making satisfactory
progress as global trade disruptions
resulting from the US-Israel war
on Iran, uncertainty over energy
supply, persistent inflation and weak
investment weigh on business activities,
a leading chamber said yesterday.

“Since a significant portion of energy
used in Bangladesh’sindustries isimport-
dependent, particularly from the Middle
East, the ongoing conflict in the region
has created uncertainty and tension in
the private sector,” said Taskeen Ahmed,
president of the Dhakd Chamber of
Commerce and Industry (DCCJ).

He made the remarks at a seminar
on “Bi-annual Economic State & Future
Outlook of the Bangladesh Economy:
Private Sector Perspective” at the
chamber’s auditorium.

The current conflict in the Middle
East has also posed a serious threat

to global trade and supply chains, he
said. Additionally, the new tariff policy
introduced by the US may negatively
affect both domestic and global trade
and investment.

The DCCI called for the

national tax base by bringing informal and

underreported sectors into the tax net.

To improve efficiency, the DCCI
recommended the introduction of
end-to-end digital services, including
e-registration, e-filing, e-payment, e-audit,
and e-refund. It also suggested developing
a centralised integrated tax database
linking VAT, income tax, and customs.

On the monetary front, Ahmed
urged the authorities to gradually ease
the policy rate to support investment
and stimulate economic growth.

Currently, ‘Bangladesh Bank (BB)
maintains a contractionary stance
with the policy rate at 10 percent, while
interest rates have risen to 16 percent and
above, slowing private sector i

Mohammad Akhtar Hossain, chief

economist at Bangladesh Bank, said
that inflation currently stands at

" around 9 percent, and the Middle East
crisis could result in further economic -

instability.

In such a situation, BB may need
to adopt a contractionary monetary
policy to control inflation, he warned,
adding that excessive liquidity in the
market and lower interest rates could
create instability in the economy.

Mohammad Abu Eusuf, executive
director at the Research and Polic
Integration for Development (RAPID),
highlighted the importance of
restoring business confidence, as well as

strengthening the confidence of bank

depositors.

To tackle inflation, he emphasised
coordinated efforts through fiscal
policy, monetary policy and market
management.

Zonayed Abdur Rahim Saki, state
minister for finance and planning, said
the government is well aware of the

ongoing crisis in the Middle East and is
closely monitoring the situation.

AK Enamul Haque, director
general at the Bangladesh Institute
of Development Studies (BIDS), said
there are weaknesses in supply chain
management that need to be addressed.

Monzur Hossain, member of the
General Economics Division at the
Bangladesh Planning Commission,
said that to achieve the target 'of
transforming Bangladesh into a $1
trillion economy by 2030, the country
first needs to restore economic stability.

In this regard, manufacturing sectors
should receive priority, and alternative
financing mechanisms beyond the
banking system should be introduced
to ensure financing for SMEs.

Zaidi Sattar, chairman of ‘the Policy
Research Institute of Bangladesh (PRI),
emphasised the need to reduce excessive
dependence on tariffs and suggested
that protection for domestic industries
should be time-bound and rational.
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/Rules of origin relaxed

Apparel exports to UK may get a boost

Flexible sourcing

" under DCTS to

' support shipments
after LDC graduation

MONIRA MUNNI

Bangladesh's garment exports to the
' United Kingdom are expected to receive

UK'S NEW Ro0
UNDER DCTS
100% inputs can be imported :

BANGLADESH'S 3RD
71> LARGEST EXPORT MARKET

+ 10% of total exports

Single-stage transformation

+ 90% of shlpments are apparal

Only one major process
(cutting & sewing) required IMPAI:T AI-TIER I.D[: ERADUATION
in Bangladesh Without the change:
Effective: lan 1, 2026 ‘ Exports could fall 15-20% -
With new rule:

| asignificant boost even after the

| developed country (LDC) status.
Arecent change in the UK's trade rules
will allow Bangladeshi exporters greater
. flexibility in sourcing raw materials

i

\ country graduates from the least-

|

i while continuing to enjoy duty—fr.ee

access to the UK market.

Industry leaders and trade experts say

the revised rules of origin under the UK's
' Developing Countries Trading Scheme
(DCTS) will help Bangladesh maintain its
competitiveness on the apparel market,
particularly for woven garments that
| rely heavily on imported fabrics.
' The UK's latest 'Improved Rules of
Origin' allow up to 100 per cent of
| inputs or raw materials to be sourced
from other countries, provided that one

is intended for?cznomically
vulnerable non-LDC
countries. It provides duty-
free access to most products
but with more stringent
conditions.

The third tier, Standard
Preferences, applies to other
countries and offers more
limited tariff reductions.
When asked, MA Razzaque,
chairman of Research and
Policy Integration for
Development (RAPID), said:
"The changes mean that °
even after graduation,
Bangladesh will continue to
access the UK apparel market
on the same terms it
currently enjoys as an LDC."
LDC graduation means
Bangladesh will move from
'Comprehensive to Enhanced
Preferences', which
previously required double-
transformation rules of origin
for apparel.

Countries under 'Enhanced

and Standard Preferences’
were required to undertake
both fabric production and
garment assembly
domestically to qualify for -
duty-free access,

"The latest changes allow
Enhanced Preferences
beneficiaries to source up to
100 per cent of apparel inputs
from abroad while still
qualifying for duty-free entry
to the UK," Mr Razzaque
explained.

Local exporters are largely
dependent on imported
fabrics for woven garments
and, with the latest changes,
they will also enjoy duty-free

- access to the UK market using

imported fabrics, he said.
Under the earlier double-
transformation requirement,
alarge share of woven
exports would have failed to
qualify for preferences and
faced standard tariffs, he
added.

Extending single-stage

EXPORTS T0 UK
{Figures in billion £)

VS S S P Y

2020 @4
o A A B

2025 ’*h;l:h;gf ?-':..-e-!_!._;--"“‘ '- *'t _
Source: Office fur Natmnal Statistics

it s -t'{é

significant manufacturing process,

such as cutting and sewing, takes place
* ,ina DCTS country.

The new rules of origin came into effect

on January 1 this year, according to a UK

update published on January 19.

The DCTS is a tiered arrangement

Competitive position largely protected

TRADE-OFF

© Boost for exporters

@ Possible pressure on local textile &
fabric producers
|

Iincome level and development status.
At the top tier are LDCs, which qualify for
Comprehensive Preferences, offering
duty-free market access with the least
restrictive rules of origin, including
single-stage transformation for appare].

similar to the EU's GSP, with different
levels of market access linked to

transformation under
Enhanced Preferences
substantially reduces post-
graduation risks and
moderates competitive
pressure from other
exporters, mainly India and
Vietnam, which enjoy tariff-
free access through UK trade
agreements.

With single-stage
transformation and duty-
free market access, the
negative impact of
intensified competition from
India and Vietnam will be
less, he said, adding that
Bangladesh's garment
exports to the UK could
otherwise fall by 15 to 20 per
cent because of the double-
transformation requirement
and increased competition.
Talking to the FE, Mahmud
Hasan Khan, president of the
Bangladesh Garment
Manufacturers and Exporters
Association (BGMEA), said the
changes would help increase

The second tier, Enhanced Preferences,

Bangladesh's garment
exports to the UK, as exporters
of woven garments could
obtain duty-free access even
when using imported fabrics.
However, he noted that local
backward linkage industries,
including textile and fabric
producers, may face
challenges because the
single-stage transformation
rule allows imported raw
materials for duty-free
market access.

SM Khaled, managing
director of Snowtex Group,
said the changes would help
Bangladesh maintain its
export levels to the UK even

" after2029.

The UK earlier announced
that Bangladesh would
continue to enjoy its existing
duty-free facility for an
additional three years after
graduation, until 2029.
Echoing the BGMEA
president, he said that due to
high utility prices and a gas

crisis, entrepreneurs are

reluctant to invest in
backward linkage industries,
particularly in the woven
segment.
Those who have already
invested are struggling, he
said, adding that Bangladesh
ultimately needs to invest in
backward linkages for long-
term sustainability to reduce
lead times, transportation
and other costs,
The United Kingdom is
Bangladesh's third-largest
export market, accounting
for about 10 per cent of total
merchandise exports.
Apparel makes up more than
90 per cent of these
shipments.
According to the UK's official
statistics authority, the
Office for National Statistics
(ONS), Bangladesh exported
garments worth £3.2 billion
in 2025, up from £2.1 billion
in 2020. 4
Munni_fe@yahoo.com



