EU GSP rules and
Bangladesh’s RMG

MD MOHIUDDIN RUBEL

After a three-year transition following LDC graduation,
Bangladesh will lose the duty-free, quota-free access to the
EU it currently enjoys under Everything But Arms (EBA)

around the end of 2029, unless the transition is extended. *

As the EU absorbs more than half of Bangladesh apparel

..exports, whatever replaces EBA will shape the future of

the readymade garment sector, The available options fall
under the EU Generalised Scheme of Preferences (GSP),
whose rules are widely misunderstood and have recently
been substantially revised.

The new GSP Regulation (EU) 2026/1395, replacing the
2012 framework, was adopted by the European Parliament
on April 28, 2026, and published in the Official Journal
on June 22. It will apply from January 1,2027, for 10 years.
" The GSP retains its three-tier structure. EBA, reserved
for LDCs, will no longer apply to Bangladesh once the
transition ends. Two technical rules will then determine
whether Bangladesh benefits under the remaining tiers.

The first is double transformation. Apparel under HS
Chapters 61 and 62 qualifies for preferences only when
yarn is transformed into fabric and fabric into garments.
The more flexible single-transformation rule under EBA
will no longer apply after LDC graduation.

Bangladesh imports around 60 percent of its woven
fabric, meaning compliance will require substantial
investment in man-made fibre production and stronger
backward linkages.

The second is the automatic safeguard mechanism,
which applies only to GSP+and Standard GSP.Ifa country’s
GSP-covered exportsin a product group exceed 37 percent
of total EU GSP imports in that section, the EU suspends
preferences and applies the normal most-favoured nation
(MFN) tariff. By contrast, the 6 percent threshold is not a
trigger but an exemption floor. Countries whose share of
total EU imports of a product remains below 6 percent
cannot face safeguard action.

Standard GSP is automatically
available to low and lower-
middle-income  countries.
It covers two-thirds of EU

tariff lines but offers only
reduced tariffs on sensitive
goods. For apparel, a 12
percent MFN tariff falls to
9.6 percent, not Zero.
Graduation  removes
a product section from
preferences once a country’s
share of GSP-covered EU
imports exceeds the threshold. For
apparel, Section S-1lb covering HS
Chapters 61 and 62, that threshold falls from 47.2 percent
to 37 percent under the new regulation. With Bangladesh’s
share estimated at around 50 percent, apparel would
graduate from Standard GSP and revert to the full MFN
tariff.

GSP+ reduces those tariff lines to zero, including
apparel. A country must qualify as “vulnerable” and
ratify the required international conventions. The new
regulation removes the import-share vulnerability test but
retains the concentration test: a country’s seven largest
GSP product groups must account for at least 75 percent
of its total GSP-covered exports to the EU. Bangladesh
comfortably meets this requirement. The number of
required conventions rises from 27 to 32, with the Paris
Agreement among the additions. Applicants must ratify
and actively implement all of them. Bangladesh cleared
a significant hurdle in November 2025 by becoming the
first Asian country to ratify the full set of fundamental
ILO conventions.

However, the 37 percent safeguard threshold effectively
rules out GSP+ for Bangladesh apparel exports, pushing
them back to the full MFN tariff, while the double-
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apparel. A country must qualify as “vulnerable” and
ratify the required international conventions. The new
regulation removes the import-share vulnerability test but
retains the concentration test: a country’s seven largest
GSP product groups must account for at least 75 percent
of its total GSP-covered exports to the EU. Bangladesh
comfortably meets this requirement. The number of
required conventions rises from 27 to 32, with the Paris
Agreement among the additions. Applicants must ratify
- and actively implement all of them. Bangladesh cleared
a significant hurdle in November 2025 by becoming the
first Asian country to ratify the full set of fundamental
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However, the 37 percent safeguard threshold effectively
rules out GSP+ for Bangladesh apparel exports, pushing
them back to the full MFN tariff, while the double-
transformation requirement adds further pressure.
Securing GSP+ prequalification on schedule remains
essential, as withdrawal on rights grounds remains a risk
given continued scrutiny of Bangladesh labour standards.
Missing the window would also close the door on GSP+
before Bangladesh could benefit. The strategy should
therefore follow two tracks: securing more flexible rules of
origin to bridge the backward-linkage gap, and pursuing
a bilateral free trade agreement that provides permanent,
unconditional market access beyond the preference
system.

The writer is a former director of Bangladesh Garment
Manufacturers and Exporters Association (BGMEA). He
can be reached at mohiuddinrubel@gmail.com
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US trade gan
in May widens
to biggest it
over a year

AFP, H_’asﬁingmn .

The US trade deficit widened sharply in
May toitslargestin over a year as imports
rose, governiment data showed Tuesday,
with analysts noting that businesses
could be gearing up for further tariffs.

The shift came as the world’s bigest
cconomy grappled with fallout fr.im war
in the Middle East, while impcrts o1’ tech
goods linked to the country’s cata canter
buildout remained strong.

The overall trade gap swg:¢ fiomn
the moanth prior by 422 peic..t (o
S77.6 billion, according to daia from
the Commerce Department. This was
slightly less than a consensus forecast by
Briefing.com.

In May, imports climbed by 3.3
percent to $395.3 billion, while exports
dipped by 3.2 percent to $317.7 billion.
~ \While imports of capital goods
-like  computer  accessorics  and
semiiconductors showed just a modest
increase, “Fhey are up 42 percent year-
over year, thanlks to ongoing dermand
for Al hardware,” said econom:st (iyace
Zwemmer of Oxlord Economics.

I May, iniports climnbe .

Ly 3.3 percent to $395..

billion, while expo:ts |

dipped by 3.2 percent to
©+ $317.7 billion

She added that the latest imports
uptick was broad-based and led by
consumer goods, with “about hall' the
strength attributed to pharmaceatical
preparations,”

“This could be a sign t(hat
~ businesses are beginning to frontioac

pharinaceutical iniports ahcad of @ ac
100 percent tarifls that are set to o
into cffect on July 31, although tl.cre
are many exemptions embedded in i
polizy,” Zwemmer noted.,

LS trade data Las been fluctait . g
widely over the past year as Presidont
Donald Trump imposed sweeping
tariffs on various trading partners,
sending businesses scrambling to avoid
them.

“Imports convey solid US domestic
demand,” said Nationwide - financial
- markér economist Oren Klachkin in a
note. _

But he added that companics’
attempts to get ahead of planned tarilf
hikes “likely lent'a hand.”

Mcanwhile, US exports of crude
oil and petroleum products advencecd

after US-Israeli strikes on Iran from
late Thahrmiinrme which fricoonnd Tabsas .
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US cushions RMG export fall in

U, non-traditional

RMG - BANGLADESH

SHOUMIK AHMMED ANIK

A'late-year improvement in Bangladesh’s
key’ North American apparel markets sof-
tenied the overall decline in garment ex-
ports in FY2025-26, but weakness in the
European Union - particularly Germany
~and major non-traditional destinations
has exposed the fragility of the country’s
market diversification drive.

Bangladesh’s ready-made garment (RMG)

exports totalled $38.70 billion in FY2025-26, .

down 1.64% year-on-year, according to Ex-
port Promotion Bureau data compiled by the
Bangladesh Apparel Exchange.

: The decline masks gains in several

traditional markets during the closing
months of the fiscal year. Exports to the
United States, Bangladesh’s largest single-
country ‘apparel destination, rose 2.63%
to $7.74 billion. Shipments to Canada
increased 3.20% to $1.34 billion, while
exports to the United Kingdom edged up
0.91% to $4.39 billion.

In contrast, exports to the European Un-

ion, Bangladesh’s largest regional apparel
market, declined 3.31% to $19.06 billion.

" RMG EXPORTS SEE

DECLINE IN KEY

MARKETS ) R

' | LW Exports also declined in France, Italy, Bel-
® RMGequrtstotalled " Down 1.64% ‘ TN s gium and Denmark, while growth in Spain,
$38.70b in FY26 Y-0¥ T | . the Netherlands and Poland was not enough
‘ * ARG L] el " tooffset the broader EU slowdown.
‘; ! Mohammad Hatem, president of the
. Exports EU by 3.31% to '] 4 '_ } 1 Bangladesh Knitwear Manufacturers
‘decline $19.06b @ . e ‘ and Exporters Association (BKMEA),
Germany by ' o i said the late-year gains should not
11.50% to $4.38b necessarily be read as a recovery in
1 e fresh orders.
Also in France, Italy, | g/ “Last June had substantially
Belgium, Denmark | l Lok I : fewer working days because of Eid
. 5 P Saelll R 4, ol : holidays, whereas factories had
. : a full working month this year. So,
part of the growth reflects the differ-
® _ ‘. ence in working days rather than any ma-
1S by Canadaby | UK By Exports to ll -gU buyers jor increase in fn:lsh orders,” he told The
RN PO \o-traditional | Switchingtoindia  Business Standard.
$7.74b $1.34b $4.39b markets also fell by | expecting He said the sector had not received a
4.25%to $6.16b | Ppreferential access significant volume of additional orders

markets

Germany, Bangladesh’s second-largest
e - single-country RMG destination after the
US and its biggest market within the El,
was a key contributor to the regional de-
cline. Apparel exports to Germany fell
11.50% to $4.38 billion in FY26 from $4.95
billion a year earlier.

and the outlook for the coming months re
mained weak.
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Germany, Bangladesh’s second-largest
single-country RMG destination after the
US and its biggest market within the EU,
was a key contributor to the regional de-
cline. Apparel exports to Germany fell

11.50% to*$4.38 billion in FY26 from $4.95

billion a year earlier.
Exports also declined in France, Italy, Bel-
gium and Denmark, while growth in Spain,

the Netherlands and Poland was not enough

to offset the broader EU slowdown.

* Mohammad Hatem, president of the |

Bangladesh Knitwear Manufacturers

and Exporters Association (BKMEA),

said the late-year gains should not
necessarily be read as a recovery in
fresh orders.

“Last June had substantially
fewer working days because of Eid
holidays, whereas factories had

a full working month this year. So,

part of the growth reflects the differ-
ence in working days rather than any ma-
jor increase in fresh orders,” he told The
Business Standard.

He said the sector had not received a
significant volume of additional orders
and the outlook for the comjng months re-
mained weak.

On the EU dedline, Hatem said buy-
ers were gradually shifting part of
their sourcing to India in anticipa-
tion of Bangladesh’s post-LDC tariff
exposure.

“Buyers are building sourcing
capacity in India in advance, as
they expect India to enjoy preferen-
tial access while Bangladesh may
face duties after graduafion,” he
said. He said India’s policy Support
for garment investment, coupled
with Bangladesh’s reduced expoxt
facilities and energy and banking

- constraints, was making the neigh-

bouring country more attractive to

A

buvers and investors.

Meanwhile, exports to non-tra-
ditional markets — seen as critical to
reducing dependence on Western
buyers — fell 4.25% to $6.16 billion, a
sharper contraction than the overall
decline in RMG exports.

The performance was mixed. Al-
though exports to China rose 17.12%
to $263.21 million, supported by a
26.88% increase in woven garment
shipments, the gain ‘was too small
to offset declines in Barmgladesh’s
larger altemative markets. Saudi
Arabia, the United Arab Emirates,
Malaysia and Brazil also posted :
double-digit growth.
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