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¥ GLOBAL HEADWINDS

© Tariff shocks,

-tensions pose major
economic risks
© Export growth may
remain weak amid
_ global headwinds -
®© Inflation risks persist
duetorising
import-related costs

-

SIDDIQUE ISLAM

The central bank has warned that Bangladesh
may face mounting external-sector pressures
by the end of fiscal year (FY) 2025-26 amid
global trade tensions, geopolitical

- uncertainties and potential tariff shocks.
"...global trade tensions, geopolitical
uncertainties, ard potential tariff shocks
could pose challenges to external sector
performance in F¥26," the Bangladesh Bank
(BB) said in its latest annual report for FY
2024-25. | :
The central bank also said global headwinds,
including tariff shocks, trade fragmentation
and intensifying geopolitical uncertainties,
may continue to limit Bangladesh's export
growth prospects in FY26. 4
The observation comes against the backdrop
of volatility in global oil markets, which could
add to external cost pressures on the
economy.
“Such shocks may continue up to FY27, not
only FY26, as lower export earnings are likely

geopolitical .

further

External sector may
face tough times by
end of FY26: BB

to persist in the near future,” said Md Ezazul
Islam, director general of the Bangladesh
Institute of Bank Management (BIBM),
explaining the country's potential external
challenges.
He also said that India and China enjoy greater
export competitiveness than Bangladesh in
the European market.
"Apart from these shocks, the recent US-
Israel-Iran conflict may also affect our
external sector by increasing the cost of
international trade in goods and services,"
said Drislam, a former executive director of
the central bank.
In a new political landscape, Bangladesh's
economy faces significant macroeconomic
challenges, including elevated inflationary
pressures, sluggish private sector
investment, weak governance and ;
uncertainties in international trade policy,
according to the report.
"Due to sluggish private sector investment,
along with supply chain disruptions
emanating from social unrest and political
uncertainties, domestic demand has slowed
down," the central bank explained.
Meanwhile, Bangladesh's economy grew by
_3.97 per cent in FY25, down from 4.22 per
cent in FY24.
Headline inflation, which peaked at 11.66 per
centin July 2024, gradually eased to 8.48 per
centin June 2025, reflecting the impact of a
tight monetary policy stance, declining global
commodity prices, and stabilisation of the
Bangladeshi taka (BDT) against the US dollar
through a crawling peg exchange rate system,
as the economy moved towards a fully flexible
exchange rate regime in May 2025.
""Upside risks may persist in the near term
owing toincreased import costs stemming
from escalated US-imposed tariffs, passing ./
through essential commodities and thus

Eﬁlling‘lnfl&l]:ﬁarymre,"thecenﬁatbanknoted.

er, adequate rainfall and a favourable

ggimtu’ral-er?vi;onment, eased geopolitical tensions,
subdued global prices and an effective monetary \

| policy stance may help ease inflationary pressure, it
added.
It also said private sector investment r.emalned
subdued in FY25, constrained by high interest rates,
persistent inflation and tighter liquidity conditions.

Shifting towards a fully flexible exchange rate,
Bangladesh's external sector showed signs of
imprnverrient in FY25, supported by better export

performance, stronger remittance inflows and inflows

of external assistance.
Foreign exchange reserves are projected to reach

i illion i hough the
approximately US$34 billion in FY26, t
n?lgtnnl{ ramains rontineent on global demand

N Te
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® Tariff shocks,
geopolitical
tensions pose major
economic risks

© Export growth may
remain weak amid
global headwinds
®© Inflation risks persist
due torising
. import-related costs

SIDDIQUE ISLAM

The central bank has warned that Bangladesh
may face mounting external-sector pressures
by the end of fiscal vear (FY) 2025-26 amid
global trade tensions, geopolitical
uncertainties and potential tariff shocks,
"...global trade tensions, geopolitical
 uncertainties, and potential tariff shocks
could pose challenges to external sector
performance in F¥26," the Bangladesh Bank
(BB) said in its latest annual report for FY
2024-25,
The central bank also said global headwinds,
including tariff shocks, trade fragmentation
and intensifying geepolitical uncertainties,
may continue to limit Bangladesh's export
growth prospects in Fy26.
The observation comes against the backdrop
of volatility in global oil markets, which could
add to externa?cost pressures on the
economy,
"Such shocks may continue up to FY27, not
only FY26, as lower éxport earnings are likely

to persist in the near future," said Md Ezazul
Islam, director general of the Bangladesh
Institute of Bank Management (BIBM),
explaining the country's potential external
challenges.
He also said that India and China enjoy greater
export competitiveness than Bangladesh in
the European market,
"Apart from these shocks, the recent US-
Israel-iran conflict may also affect our
external sector by increasing the cost of
international trade in goods and services, "
said Drislam, a former executive director of
the central bank,
In a new political landscape, Bangladesh's
economy faces significant macroecon omic
challenges, including elevated inflationary
Pressures, sluggish private sector
investment, weak governance and
uncertainties in international trade policy,
according to the report.
"Due to sluggish private sector investment,
along with supply chain disruptions
emanating from social unrest and political
uncertainties, domestic dernand has slowed
down," the central bank explained.
Meanwhile, Bangladesh's economy grew by
3.97 percent in FY25, down from 4.22 per
cent in FY24,
Headline inflation, which peakedat 11.66 per
centin July 2024, gradually eased to 8,48 per
centin June 2025, reflecting the impact of a
tight monetary policy stance, declining global
commodity prices, and stabilisation of the
Bangladeshi taka (BDT) against the US dollar
through a crawling peg exchange rate system,
as the economy moved towards a fully flexible
exchange rate regime in May 2025,
"Upside risks may persistin the near term
owing to increased import costs stemming
from escalated US-imposed tariffs, passing
through essential commodities and thus .~

mrﬁgffualllnginflaﬂmplmre,"ﬁe@nmlhnknoued.
However, adequate rainfall and a favourable
agricultural environment, eased ge?polltlcal tensions,
subdued global prices and an effective monetary
policy stance may help ease inflationary pressure, it

added.

bl . fed

Italso said private sector investment rema
.subdued in FY25, constrained byhlgh_lnterest rates,
persistent inflation and tighter liquidity conditions.

Shifting towards a fully flexible exchan-ge rate,
Bangladesh's external sector showed signs of |
improvement in FY25, supported by better export

performance, stronger remittance inflows and inflows

of external assistance.
Foreign exchange reserves are projected to reach

- approximately US$34 billion in FY26, though the

outiook remains contingent on global demand
conditions, commodity price movements and the

. effectiveness of domestic policy measures.

"Over the medium term, sustained remittance

inf increased foreign investment and prudent
L':E:avt:ément of a flexible exchange rate are ex_pecte:i:l
to alleviate pressures on the balance of payments an
bolster external sector resilience," the report added.
siddique.islam@gmail.com
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' Commerce
minister urges

-sector-based
export plans
to tap Saudi
market

FE REPORT

Commerce Minister
Khandakar Abdul Muktadir
has urged businesses to
submit sector-specific and
realistic proposals to expand
Bangladesh's export
footprint in Saudi Arabia and
the Middle Eastern market.
He assured exporters that
the government is ready to
provide all necessary policy

and financial support if they
move away beyond
_conventional approaches

" and adopt strategic, sector-
based plans.
The minister made the
remarks during a meeting
with a delegation from the
Saudi Arabia-Bangladesh
Chamber of Commerce and
Industry (SABCCI) at his
secretariat office on Sunday.
Highlighting Bangladesh's
heavyreliance on the
readymade garments (RMG)
sector, the minister noted
‘that there is immense
untapped potential in Saudi
Arabia for Bangladeshi

- pharmaceuticals, leather
goods, jute products, and
agro-processed foods,
alongside RMG products
tailored to local Saudi
consumer preferences.
During the meeting, SABCCI
President Ashraful Haq
Chowdhury highlighted that
Saudi Arabia offers massive
trade opportunities for
Bangladeshi products and

mumu@gtmﬂl c#l /
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‘Bangladesh ex'pandsﬂexport
cargo screening capacity at

Dhaka, Sylhet

AVIATION - BANGLADESH

"* TBS REPORT

Bangladesh has further expanded
its export cargo screening capacity
at airports, marking a major step
forward in aligning its aviation
security system with international
standards. G

Through continued and coor-
dinated efforts by the Civil Avia-
tion Authority, approval has been
reinstated for the use of explosive
detection dog screening for direct
UK-bound export cargo at Dhaka air-
port, said a press release yesterday.

The reinstatement is also ex-
pected to reduce delays and ad-
ditional re-screening risks while
helping exporters save both time
and costs through smoother direct
cargo transportation. !

At the same time, export carg0o
screening capacity at Sylhet airport

airports
has significantly increased follow-
ing the launch of a second explo-
sive detection system.

According to civil aviation, the
additional detection system will
enable faster, uninterrupted and
more efficient cargo screening op-
erations at Sylhet airport.

Shahjalal Airport obtained its
first 3rd-country EU aviation se-
curity-validated regulated agent
validation in 2017, allowing direct
export cargo shipments to the EU
and the UK.

Under the arrangement, four
screening methods — explosive de-
tection system, explosive detection
dog, X-ray, and another method —
were used for export cargo screen-
ing, reads the release.

However, in 2021, the UK’s De-
partment for Transport temporarily
suspended approval for the explo-
sive detection dog method for di-

rect UK-bound cargo. y
/
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Textile millers propose
reducing income tax
from 27.5% to 10%

- I .|:
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caused by the lingering ef-

- fects of Covid, global geo-
political tensions, and  the
lack of uninterrupted gas and
electricity supply. The BTMA
also pointed to the fact that
the tax rate for the export-ori-
ented ready-made garment
sector remains at 12%.

. ~In -a separate appeal, the
Bangladesh Knitwear Man-
ufacturers and Exporters
Association (BKMEA) has
requested Finance Secretary
Khairuzzaman Mozumder to
waive Tk420 crore in bank
loans owed by 50 of its mem-
ber factories.

In 2015, the National
Board of Revenue fixed a
15% income tax rate for in-

- dustries involved in textile
production, including yarn
manufacturing, yarn dyeing,
finishing, coning, fabric pro-
duction, fabric dyeing and
printing. .

That incentive was grant-
ed for 10 years and expired on
30 June last year. As a result,
the tax rate on these factories
rose to 27.5% in the current
fiscal year, while the ex-
port-oriented apparel sector
continues to enjoy a 12% rate.

In a letter signed by BTMA
President Showkat Aziz Rus-
sell, the association said the
current tax structure is dis-
criminatory and undermines
the competitiveness of the
primary textile sector.

“As a result, the primary
textile sector is facing a com-
paratively higher tax bur-
den, which is discriminatory
and contrary to the sector’s
competitiveness,” the letter
said.

The BTMA said the textile
industry is currently facing
multiple pressures, includ-
ing higher gas and electricity
prices, energy shortages, ele-

=

* l.useskuntnn dnnraria-

5

giﬁbal competition ahead of
Bangladesh’s LDC gradua-

tion.

It also noted that subsi-
dised yarn and fabrics from
neighbouring countries are
entering Bangladesh at com-
paratively lower prices due to
various government support
measures in those markets.

According to the BTMA,
more than 200 textile mills
have already shut down,
while most of the remaining
mills are operating at only
60~-70% of their production
capacity, putting the sec-
tor under severe financial
strain.

Meanwhile, in a letter
signed by BKMEA President
Mohammad Hatem, the asso-
ciation requested the govern-

“ment to classify 50 factories

as sick industries and waive
their outstanding bank loans.

BKMEA said the factories
have struggled due to weak
international  competitive-
ness, con’upﬂonbghank offi-

' cials and, in some cases, the

death of business owners.
“We believe the state has
a responsibility toward these

institutions. Altogether, 50

factories have total principal
liabilities of Tk819.85 crore
with 16 banks,” Mohammad
Hatem said.

He said the largest share
of the debt is owed to Sonali
Bank, amounting to Tk233.27
crore. '

The remaining liabilities
include Tk20.28 crore to Unit-
ed Commercial Bank, Tk19.33
crore to Janata Bank, Tki6.21
crore to Pubali Bank, Tké.5
crore to IFIC Bank, Tk1.96
crore to National Bank Limit-

"ed, Tk2.8 crore to First Secu-

rity Islami Bank, Tk56.5 crore .
to Southeast Bank, Tk3.07
crore to Rupali Bank, Tk5.57
crore to AB Bank, Tk9.63
crare to Jamuna Bank and




