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Eurozone inflation steady as energy prices recover
AFP, Brussels 

The rise in eurozone consumer prices 
steadied in February, official data 
showed on Tuesday, as the slump in 
energy prices sharply slowed despite 
the enduring pandemic.

The Eurostat agency said inflation 
in the 19 countries that use the euro 

ran at 0.9 percent last month, the 
same as in January.

January’s rate marked a big leap 
after several months of negative 
inflation due to the slumping 
consumer demand caused by the 
coronavirus and restrictions to the 
economy across Europe.

The rise in prices in 2021 has stoked 

talk that the European Central Bank 
should consider reining in its massive 
stimulus programme, even if inflation 
remains below the ECB’s near two 
percent target.

A global debate over the resurgence 
of inflation has heated up as the US 
sets out to rollout a $1.9 trillion 
stimulus plan to reboot the economy.

Credit guarantee schemes in Bangladesh 
and other countries
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Institutions around the world provide 
three main types of CGS.

Under a normal guarantee, a 
guarantor provides a guarantee on 
the non-collateralised portion of a 
loan. However, the policy may fix a 
maximum limit of guarantee of the 
total loan. 

For automatic guarantee, a pre-
approved credit guarantee is given 
to participating FIs. It facilitates 
faster guarantee approval with less 
paperwork. It is a revolving scheme 
for a maximum guarantee amount on 
the unsecured loan of certain FIs. 

Risk participation is a newly 
launched scheme, which allows 
Small Business Credit Guarantee 
Corporation to share the guarantee 
risk with FIs.

As a standard practice, if a guarantee 
provider denies the guarantee request, 
FIs are unlikely to issue the loan, 
or they tend to impose harsher 
conditions by increasing interest rates 
and to seek further guarantees. They 
even extend consumer credit services. 
Such diversification provides useful 
services to customers, enabling them 
to improve their business culture and 
financial management techniques.

Guarantee schemes represent one of 
the most powerful tools SMEs can use 
to access credit financing at appropriate 

price and terms and conditions. Thus 
all the actions the industry can take 
concerning the exchange of best 
practices, benchmarks, technical 
assistance and other actions such as 
institutional lobbying and marketing 
are of great importance to ensure the 
business community knows about the 
guarantee scheme and can make the 
best of it.

The three main guarantee 
organisation models may be 
summarised as follows: the public 
guarantee model reflects a guarantee 
scheme, which is typical of Asian 
players; the mixed model and private 
guarantee model reflect European 
cases. It has been observed that the 
greater the private component in the 
player’s ownership structure, the greater 
the ability for it to provide a range of 
complex and structured additional 
services in addition to guarantees.

In most of countries, the laws 
governing guarantee market players 
regulate many aspects, including their 
scope of operations, legal status and 
governance, capital and operating 
requirements, and their access to state-
owned funds. The supervision and 
control of guarantee organisations 
are assigned to the ministries of the 
governments in many cases. 

In Bangladesh, the central bank 
issued a Manual of Credit Guarantee 

Scheme (CGS) for Cottage, Micro 
and Small Enterprises (CMSE) on 
November 3, 2020. The proposed CGS 
is different from those offered by other 
economies. There is the involvement 
of state authority, but the Bangladesh 
Bank will operate the scheme. 

The guarantee shall have three 
limits on the portfolio of loans or 
investments of participating FIs. The 
limits are portfolio guarantee limit; 
guarantee portfolio cap, and loan/
investment guarantee coverage ratio. 
The CGS is intended to be a risk-sharing 
facility. A guarantee coverage ratio sets 
a maximum 80 per cent of the loan 
principal. There will be no interaction 
between the CMSEs and the CGS unit 
other than through the FIs. The BB will 
not evaluate the feasibility of SMEs to 
extend the service. FIs will study the 
feasibility and identify the SMEs to 
extend service. 

The proposed programme of the 
BB is different from other countries. 
The central bank, the CGS and FIs 
will perform their responsibilities 
in an independent manner. There 
will be hardly any intention of close 
cooperation between them. Bangladesh 
may evaluate the CGS of other countries 
to modify its own model.
 
The author is a legal economist. He can be 
reached at mssiddiqui2035@gmail.com.

India’s finance 
ministry considers 
cutting taxes on 
petrol, diesel
REUTERS, New Delhi 

India’s finance ministry is 
considering cutting excise 
duties on petrol and diesel 
to cushion the impact of 
record high domestic prices, 
three government officials 
close to the discussions 
said.

A doubling in the price 
of crude oil over the past 
10 months has contributed 
to record fuel prices at 
gas stations in India. But 
taxes and duties account 
for roughly 60 per cent of 
the retail price of petrol 
and diesel in the country, 
the world’s third biggest 
consumer of crude oil.


