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Bangladesh's trade deficit with its Iargest trading
partner, China, widened by nearly 23 per cent to Tk
2.54 trillion (approximately US$ 20.66 billion) in
fiscal year (FY) 2024-2025, driven by higher
imports of industrial raw matenals from the
world's second-largest economy. )

* total outflows to China reached Tk2 685 trillion
during the period against inflows of Tk 143 billion..
Around 80 per cent of Bangladesh's trade with
China comprises goods, or general merchandise;
while the remaining volume of servlceg also

. increased by more than 19 per in the period under
review over its corresponding period a year earlier.
The deficit in the services category, including
payments of remittances to foreign workers, also
increased sharply. '

According to Bangladesh Bank data, the country's ~

Outflows under the segment rose to Tk3.374
billion in comparison with the inflows of about Tk
1.0 billion, leading to a deficit of Tk 2.34 billion. The
figure was an increase of nearly 97 per cent year-
on-year, the BB data showed. '
Bangladesh employs a significant number of -

Chinese nationals in various infrastructure and
development projects, which contributes to the
higher outflows.

Accordmg to business people, imports from China
remain strong due to competitive pricing and
flexible payment terms.

"We import both raw materials and seml-ﬂntshed
goods from China because they are cost-effective
and the suppliers often allow deferred payments,"
said Mr. Anwar Alam Chowdhury Parvez, Managing
Director of Evince Group, a textile conglomerate.

He further said shipping costs and delivery time

~ from China are competitive compared to many

other regions, further reinforcing its positionas a
key sourcing destination.

Industry insiders said Chinese government-backed
projects in Bangladesh continue to drive demand y,

-'—---—_'-_'—-——'_’ |
forim rted machinery,
equlp:?ent and services from
- China.

According to economists,
China's growing
involvementin Bangladesh‘
. Infrastructl.llre a?‘dasseazioces
sectors for long
contributed to the persistent
trade imbalance with
pangladesh.
npangladesh has i
experlenr.etil “";;:nm_ export
diversification o
| despite having! OOpercent
duty free acr.essfar
pruductsfmm
; effEctwefmm December,
2024," said Dr.Zahid
‘Hussian, an independ nt
economist.
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- BGMEA wants urgeﬁf ¥
diesel supply

STAR BUSINESS REPORT

Garment exporters have urged ﬂﬁ
government to arrange priority dies
supply to factories from nearby filling
stations, warning that energy shortages
have cut production capacity by 25-30
percent in key industrial hubs. '

The demand came at a meeting between
a Bangladesh Garment Manufacturers and
Exporters Asscciation (BGMEA) delegation
and Power, Energy and Mineral Resources
Minister Igbal Hassan Mahmood in Dhaka
yesterday. BGMEA president Mahmud
Hasan Khan led the delegation.
| Apanfmmthemp@ydismpﬁmrising
expenses tied to the energy crisis have
further pushed up production costs, Khan
saidinastatemmtissuedafterthemeeﬁng.

Particularly, in industrial areas such
as Gazipur and Ashulia, production and
shipment have been severely disrupted
due to inadequate diesel supply for
running generators during load shedding,
he added. e

The minister assured the BGMEA
delegation that steps would be taken

to 'address the crisis and approved
the association’s proposed format for'

arranging urgent diesel
ing stations. -

Meanwhile, the apparel exporters also
called for urgent gas connections for small

supply from

and medium industries -- those with boiler
capacities of 300-500 kg -- and fair gas
distribution across industrial areas around
Dhaka.

Furthermore, they asked for the quick
installation of at least two more Floating
Storage and Regasification Units (FSRUs)

and a simpler approval for
Electronic Volume Corrector (EVC) meters
in the industrial sector. ‘

In a bid to lower production costs and
ease the government's subsidy burden,
they sought the withdrawal of all import
duties, VAT, and consumer-level taxes on
imported fuel.

The exporters called on the government
to ensure environmentally sustainable
industrialisation, and _ special tariff
concessions on the import of solar PV
system equipment. ;

They proposed reducing duties on solar
energy components -- including panels,
inverters, DC cables, and battery storage
systems -- from the current range of 28.73-
61.80-percent to 1 percent.

Khan noted that while buyers’
confidence had begun recovering after
recent elections, the US-Israeli war on Iran
has renewed pressure on global markets.

He said Bangladesh’s garment sector

"Was more exposed to the shocks stemming

from the war than neighbouring
competitors because of its deeper energy
vulnerability. . :
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Economist Mustafizur Rahman says only 12% of exports
go to Asia despite vast market potential

ooooo

Bangladesh should step up efforts to tap-
Asian markets as global trade and investment
patterns. shift rapidly, economist Mustafizur
Rahman, distinguished fellow of the Centre for
Policy Dialogue (CPD), said on Sunday. 5

South Asia, Southeast Asia and East Asia
offer significant opportunities at a-time when
n'z_lge is increasingly being “weaponised,” he

He was speaking at a discussion on
Bangladesh’s economic transformation and
trade competitiveness, organised by the South
Asian Network on Economic Modeling (Sanem)
and the Foreign Affairs and Trade Department
of Australia at the BRAC Centre in Dhaka.

He added that currently about 12 percent of
Bangladesh’s exports go to Asia - a share he
described as disproportionately low given the
region’s market potential. ¢l

India imports goods worth about $750
billion annually, yet Bangladesh exports
just over $1.5 billion to its neighbour despite
enjoying preferential access as a least
developed country (LDC).

China, the world’s second-largest economy,
imports around” $3 trillion werth of goods
each year. However, Bangladesh'’s ‘exports 10
China remain below $1 billion, even though 99
percent of Bangladeshi products enjoy duty-
free access. ' ¢

Rahman also stressed the need for product
diversification. Globally, more than 70 percent
of garments are made from man-made fibres,
while Bangladesh’s exports remain heavily
cotton-based. ’

He highlighted strong prospects in leather
and leather goods, which have about 90
percent local value addition compared to 35
percent in garments. Improving the capacity
of the central effluent treatment plant (CETP)
to secure Leather Working Group (LWG)
- certification Would help the sector fetch better

prices.

Completing the Active Pharmaceutical
Ingredient (API) park so it can function at
optimal capacity is also critical to unlocking
export potential in pharmaceuticals, he added.

Rahman urged faster implementation of
the Smooth Transition Strategy (STS) ahead of
Bangladesh’s graduation from LDC status in
November, noting that progress has been slow.

Sanem Executive Director Selim Raihan
warned of major challenges in the post-LDC
period due to inadequate preparedness in
both the public and private sectors.

Maintaining competitiveness in global
value chains, meeting compliance standards
and diversifying products will be key, he said.

He also called for reforms in industrial and
trade policies, including rationalising tariffs
and para-tari

Fazlul Hoque, managing director of
Plummy Fashions, pointed to gapsin industrial
infrastructure, particularly the lack of a CETP
for knitwear in Narayanganj and limitations
in developing such facilities for the tannery
estate in Savar. .

Additional Commerce Secretary Abdur
Rahim Khan said policy inconsistencies,
especially between import and export regimes,
remain a concern, while Australia’s Deputy
High Commissioner Clinton Pobke flagged
slow progress in financial and administrative
reforms, including tax system restructuring.
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//" LDC graduation an
_opportunity, not burden

Economist

ECONOMY - DHAKA 3

TBS REPORT

Graduation from least developed
country status should be taken as

. an opportunity rather than a bur-
den, Selim Raihan, executive di-
rector of the South Asian Network
on Economic Modeling (Sanem),
has said. .

A three-year extension period, if
granted, must be used purposeful-
ly for clear sequencing and prioriti-
sation of actions under the Smooth
Transition Strategy (STS), he said
at an event titled “Bangladesh’s
Economic Transition: Trade, Com-
petitiveness, and Structural Re-
form” in Dhaka yesterday.

Currently, the STS suffers from a
free-riding problem due to its broad
but insufficiently focused design,
said'Selim Raihan, who is also an
economics professor at the Univer-

* Mustafizur Rahman, distin-

. guished fellow at Centre for Poli-
cy Dialogue (CPD), said FDI must
be part of Bangladesh’s post-LDC
graduation strategy and that the
STS document’s 157 action points
need to be sequenced, clustered,
and prioritised for effective imple-~
mentation.

He added that China imports
over $3 trillion worth of goods and
questioned whether Bangladesh
is positioning itself to take advan-
tage of these opportunities.

He also pointed out that
Bangladesh’s export composi-
tion between 2010 and 2021 re-
mained virtually unchanged with
low-techmology products account-
ing for 90% in sharp contrast to
Vietnam.

The event, held at a hotel in
Dhaka, presented findings from
six policy research papers au-
thored by Selim Raihan, The pa-
pers are part of SANEM’s ongoing
collaboration with the Australian
High Commission to make tén pol-
icy papers covering the economy,
trade, investment, and structural
reforms.

One paper highlighted the
paradox of Bangladesh’s leather
industry, which earns about $1 bil-
lion and employs nearly 200,000
workers but remains locked in
low-value crust leather exports,

It proposed a three-pillar frame-
work focused on environmental
compliance, stronger governance,
and global positioning, including
a Leather Sector Development Au-
thority and a “Bangladesh Leath-
er” brand.

On trade and industrial policy,
it outlined a four-pillar strategy
centred on diversification, social
inclusion, environmental sustain-
ability, and market integration.

A discussion at the event raised
Bangladesh’s heavy reliance on
garments compared to Vietnam’s
diversified exports, highlighting
the need for structural transforma-
tion.

On trade deals, using Global
Trade Analysis Project (GTAP)
modelling, the study simulated
scenarios from post-LDC gradua-
tion without preferences to poten-
tial FTAs with major partners and
RCEP accession.

The findings showed welfare
losses after graduation, while
RCEP and a China FTA offered the

~strongest export gains. Howev-
er, tariff rationalisation, customs
modernisation, and productivity
improvements delivered the larg-
est welfare benefits, indicating
trade deals alone are insufficient.

On geopolitical risks, GTAP
simulations of a prolonged Middle
East conflict suggested combined
shocks from higher energy prices,
freight costs, and lower remittanc-
es could cut GDP by up to 2.9%,
reduce exports by 5.8%, and raise
consumer prices by 6.1%.
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RMG exportersucee N

“to allow local ‘free of cost’
 raw material sourcing

RMG - BANGLADESH

TBS REPORT"

Garment manufacturers have urged.

the government to remove restric-

A

They said that- whilé exporters

~ are now allowed to import raw ma-
terials'from abroad on an FOC basis
under & recent policy change, no

- such provision exists for sourcing

the same materials locally,
“In‘a letter sent to the NBR on 9

April, the BKMEA called for remov- -

<ing policy barriers and-
¢larity on the issue. :
. It added that allowing exporters

providing

. misuse, Rathe:

- cific order framework.” :

‘He added that suck restrictions

are counterproduc tive, as they lim-

it opportuniiics jor demestic sup- -

pliers and reciuce uoicntial value

- addition withi; the country,
tions on sourcing raw materials free *
of cost (FOQ from local suppliers. -

Md' Lutfer 7alisan, ” forme:
member of the N*1': ¢stoms pol-
icy wing, said 15 1~ appears to b
no logical basis i ¢ ailwing FOC

_imports while vest- ing similar ar-

rangements foi loc | sourcing,
o “If proper mciton g is en-
sured, there shuu | b 10 risk of
< support
the'growth of dome i idustries,”
he said. s
The govern:nen: -arlis rissued a
statutory regulator urde. allowing

to use locally sourced inputs undera, .exporters to irapors raw materials

cutting, making and trimming model

would further streamline production. -
. . ,BKMEA. President Mohammed:

Hatem said, “When a buyer nom-
, inates'a local supplier fo provide
raw materials free of cost, export-

ers face difficulties in securing ap. .
- proval due to the absence of a spe-

on an FOC basis without previ-
ous, following der: mds from the
sector. .Previously, such imports
were capped at half +f the previous

- yeat’s consumpiion.

(Attempts to couact the NBR
chairman. for coms ont were un-

‘successful, - :
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claims

seeks govt action

RMG - BANGLADESH

UNB

and
Islam Amit at the ; .
He sought urgent government
intervention to ensure an ynin-
terripted energy supply to the
ready-made garment sector to
sustain global competitiveness,

Production hitby *
severe sh £
The BGMEA’_ leader noted that

l'Gels,powca-rt:risishitsli*l'«l's
production

> Load-shedding, diesel shortages
] €ause production delays

while buyer. confidence had im-
proved. following the national

—

RMG
25-30%,

generators are stalling production
lines and delaying international
shipments, the BGMEA boss said,

energy “crisis, coupled
with rising raw material and
transport costs, has significantly
increased the overa]] cost of pro-
duction, he said.

Strategic Proposals for relief
To mitigate the crisis, the BGMEA
delegation presented several key
Proposals to the ministry.

The proposals include imple-
menting specia] arrangements for

election; the industry is now 8rap-  the rapid delivery of diese] from
pling with fresh Vulnerabilities filling stations to RMG factories,
linked to the Middie East conflict. providing emergency gas connec-
He emphasised that neigh- tions for small and medium en-
bouring countries are maintain-  terprises with boiler capacities of
ing superior energy security, leay- 300-500'kg and ensuring fair dis-
ing Bangladesh’s Primary export tribution across industrial zones
Sector at a disadvantage : near the capital, .
~The impact is particularly severe Accelerafing the installation of
in industrial hubs such as Gazipur  two additional floating storage re-
and Ashulia, where heavy load- 8asification units anq simplifying
shedding and shortage of diese] for~ the rollout | SEE PAGE 4 COL 1
- ‘C‘Hﬂ‘mtm___._._._ ——
of electronic volume corrector metres,

removing all taxes and VAT on import-
ed fuel at both import and consuymer
levels to lower Production costs and
reduce the government’s subsidy bur-

den were also added to the _
The association also called for a
major policy shift towards
They proposed slashing import du-
ties on essential solar py components
— currently ranging from. 28.73% to .
61.80%- to a nomina] 1%.
clude solar panels, inve
and battery energy storage systems,

Govlammentr&sponse

&

The

knowledged
role in the national economy and as-
sured the delegation that steps are
being taken

shortfall. As
ure,
MEA-designed format to facilitate the
émergency supply of diese]
by fi

proposals.

green ener-

» DC cables,

minister and state minister ac-
the RMG sector’s critical

to address the energy
an immediate relief meas-

the government approved a BG-

from near.

lling stations to factories, A
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