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act is expected to help 
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adulterated and 
substandard medicines.
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WB to give 
$500m 
budget 
support
STAR BUSINESS REPORT

The World Bank is 
considering a $500 
million budget support 
for Bangladesh in the 
current fiscal year under 
two programmes, said 
its Country Director 
Abdoulaye Seck yesterday.  

In the last fiscal year 
that ended on June 30, 
the development lender 
gave $500 million in 
budget support as well. 
The fund was part of the 
green and climate-resilient 
development policy credit.

“In 2023-24, we may be 
able to provide the same 
amount.”

Seck shared the 
information following a 
meeting with Planning 
Minister MA Mannan at 
the planning ministry in 
the capital.

Currently, the WB is 
holding talks with the 
government to provide 

credits as part of the 
climate change adaptation 
programme and the 
development policy credit.

Seck also said financial 
sector reforms are 
happening in Bangladesh 
and he thanked the central 
bank for this.

“This is new because it 
did not happen before,” 
he said, highlighting the 
disclosure the central 
bank made in June on the 
quality of assets in the 
banking sector.

Seck also praised the 
central bank’s move aimed 
at bringing reforms to the 
interest rate regime, calling 
it fantastic.

“It will be important to 
make sure that the reform 
is maintained.”

In June, the central bank 
withdrew the 9 percent 
interest rate cap on loans. 
The ceiling was introduced 
in April 2020.  Mannan 
said the WB praised the 
government’s reforms on 
making the bank interest 
rate market-based.

“However, the World 
Bank emphasised that 
there are more steps to be 
taken in this regard.”

During the 
last fiscal year 
that ended on 

June 30, the 
development 

lender gave 
$500 million in 
budget support 

as well

READ MORE ON B3 

‘Reserve 
below $18b 
if BB liability 
considered’
STAR BUSINESS REPORT

Bangladesh’s foreign 
currency reserves would 
be less than $18 billion if 
the central bank’s liabilities 
are considered, according 
to Zahid Hussain, a former 
lead economist of the 
World Bank’s Dhaka office.

The central bank is 
regularly publishing its 
gross foreign reserves in 
line with the formula of 
the International Monetary 
Fund (IMF) and it now 
stands at $21 billion.

“But if the central 
bank’s liabilities are taken 
into account, then the net 
foreign currency reserve 
would be less than $18 
billion,” he said.

“And although the 
reserve situation has not 
reached an alarming level 
yet, it is now a matter of 
concern,” Hussain added.

This is because 
Bangladesh Bank is selling 

READ MORE ON B3 

People board a boat at Mathurapara Haat in Bogura’s Sariakandi upazila to return to their homes in nearby chars with purchases of their food 
provisions for the week. The market has been sitting here on the banks of the Jamuna river every Sunday and Wednesday for long, moving 
inland over the years owing to the slow erosion of the riverbank by the turbulent waters. The photo was taken recently. PHOTO: MOSTAFA SHABUJ

Financial 
account deficit 
keeps widening

STAR BUSINESS REPORT

Bangladesh’s financial account deficit has kept widening 
as the flow of US dollars into the country is not picking up, 
in an indication that the pressure on the foreign exchange 
regime will persist in the upcoming days.  

The financial account, a key component of a country’s 
balance of payments, covers claims or liabilities to non-
residents concerning financial assets and its components 
include foreign direct investment, medium and long-term 
loans, trade credit, net aid flows, portfolio investment and 
reserve assets.

In July-August of the ongoing fiscal year of 2023-24, 
the deficit in the financial account stood at $2.01 billion, 
which was $247 million in the first two months of 2022-
23, Bangladesh Bank data showed.

The financial account was $2.1 billion in deficit at the 
end of FY23, in contrast to a $15.5 billion surplus a year 
earlier.

Bankers say a lower short-term foreign borrowing by 
the private sector has been the main reason for the deficit.

In August, the short-term foreign debt in the private 
sector stood at $12.84 billion, down 3.82 percent from 
$13.35 billion in July, according to the central bank data.

In January, the figure stood at $15.58 billion.
The financial account deficit persisted in August 

largely because of a $2.36 billion shortage in the “other 
investment (net)” segment of the BoP.

READ MORE ON B3 

State banks’ 
default loan 
surges
STAR BUSINESS REPORT

Default loans in the banking sector shot to a historic 
high at the end of June this year owing to rising non-
performing loans (NPLs) at state-owned commercial 
banks, said Bangladesh Bank (BB) yesterday.  

The amount of NPLs at the state banks stood at Tk 
74,450 crore, up 28.45 percent from that three months 
ago, said the central bank in its quarterly report.

With the spike, the ratio of their gross classified 
loans surged to 25.01 percent of their total outstanding 
loans.

Private banks and foreign banks also registered an 
increase in the volume of NPLs during the period. 

Default loans at private banks rose 11.76 percent while 
foreign banks saw a 5.26 percent increase, taking the total 
default loans to Tk 156,040 crore at the end of the fiscal 
year (FY) 2022-23.

The amount was 10.1 percent of the total outstanding 
loans, the highest since September 2022, rising from 8.8 
percent in March.

The ratio of non-performing loans to total loans in the 
banking sector experienced an upswing at the end of the 
fourth quarter, mostly driven by withdrawal of relaxed 
loan repayment policies and weaker business activities, 
said the BB in its quarterly.

The BB released the default loan figures a day after 
the World Bank said Bangladesh’s financial sector 
vulnerabilities may worsen due to an increase in bad loans 
and create further pressure in terms of liquidity in the 
banking system.

The central bank said the NPLs remained a concern, 
necessitating closer monitoring of the defaulted loans.

“In this regard, BB has strengthened its policies to 
deal with the problem banks by signing memorandum 
of understanding and intensifying internal inspection to 
mitigate the NPLs,” said the BB.

The central bank is also in the process of issuing 
guidelines on prompt corrective actions, which will 
empower the BB to intervene early and to take corrective 
actions for weak banks, it added.

The BB said the ratio of net NPLs to total loans recorded 
a significant rise from 0.30 percent at the end of March 
2023 to 1.58 percent at the end of the fourth quarter of 
the fiscal year 2022-23.

This “reflects a considerable shortfall in provisions 
maintained during this quarter compared to the previous 
quarter”, said the BB.

The amount of NPLs at the state 
banks stood at Tk 74,450 crore at 
the end of June, up 28.45 percent 

from that three months ago

READ MORE ON B3 

BB raises policy rate at 
sharpest pace in a decade

Borrowing to get costlier as interest rate upped by 75 basis points to 7.25%
MD MEHEDI HASAN, AHSAN 

HABIB and SOHEL PARVEZ

Amid criticisms over the delay 
in squeezing money supply, the 
Bangladesh Bank yesterday made 
borrowing costlier as it raised the 
policy rate by 75 basis points to 
7.25 percent to step up its fight 
against inflation.

This is the sharpest pace of 
rate increase in at least a decade, 
said a central banker. This was 
the seventh hike in the past 18 
months as consumer prices have 
remained at an elevated level.   

Average inflation rose 9.63 
percent in September, way above 
the central bank’s target of 6 
percent for the current fiscal year. 

The monetary policy 
committee of the Bangladesh 
Bank decided to raise the policy 
rate, also known as the repo rate. 
It comes into effect today.

The policy rate is a powerful 
arm of the monetary policy of the 
central bank as it can regulate the 
country’s money supply, inflation 
levels and liquidity.

Commercial banks borrow 
money from the central bank at 
the repo rate. When the central 
bank increases the repo rate, the 
interest rate of loans and deposits 
of commercial banks also goes 
up. 

The last time the BB raised the 

rate came in June when it went 
up by 50 basis points to 6.50 
percent. 

But the BB has been much 
behind the rest of the world in 
raising policy rates and making 
them more potent. 

For example, the Federal 

Reserve of the US and the 
European Central Bank kept 
hiking policy rates in their 
fight against record inflation 
throughout last year and this 
year. 

The US has raised interest 
rates to the highest level in 22 
years to stabilise prices and make 
borrowing costlier. It has raised 
the rate 11 times since 2022.

As a result, annual inflation 
in the world’s largest economy 
was expected to have reached 3.6 
percent in August, much lower 
than the June 2022’s peak of 9.1 

percent. 
Similarly, the eurozone 

inflation halved from an all-time 
high of 10.6 percent in October 
last year to 5.3 percent in August 
this year.

The BB started to increase 
the repo rate in May last year as 

inflation went up following a 
sharp increase in the commodity 
prices driven by the crisis brought 
on by the Russia-Ukraine war. 
The rate has since been revised 
upwards.

But the hikes have not yielded 
the expected results as funds 
were still cheaper owing to the 
9 percent interest rate ceiling, 
which had been in place since 
April 2020. 

The central bank withdrew 
the lending rate cap in June 
and introduced a new interest 
rate regime to meet conditions 

attached to the International 
Monetary Fund’s $4.5 billion 
loan. But higher inflation has 
already brought about a cost-of-
living crisis.

As per the central bank’s new 
formula, banks can impose a 3 
percent margin on the six-month 
moving average rate of treasury 
bills, abbreviated as SMART.

The SMART was 7.20 per cent 
in September and the same rate 
will be applicable in October, up 
from 7.14 percent in August. 

Due to the rise in the policy 
rate, the highest rate of standing 
lending facility would be 9.25 
percent from 8.50 percent and 
the rate of standing deposit 
facility would be 5.25 percent 
from 4.50 percent, said a central 
bank notice yesterday.

Ahsan H Mansur, executive 
director of the Policy Research 
Institute, said the policy rate hike 
will work only if the central bank 
allows the lending rate to move 
up.

“Otherwise, it will not be able 
to curb the inflationary pressure.”

He thinks the policy rate will 
have to be raised gradually for 
several months in a bid to tame 
the inflation rate and stabilise the 
exchange rate.

The rising interest rate may 
hurt investments but the former 

READ MORE ON B3 
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US jobseekers 
face tougher 

search
AFP, Washington

For the past year, Taylor Simpson has been 
searching for a stable job while working part-time, 
but she is struggling to find a position she likes 
even though companies are hiring.

As hiring in the United States cools, jobseekers 
like 24-year-old Simpson have a harder time 
finding suitable work, even as data suggests the 
labor market remains strong.

The number of applications per job posting 
surged by around 40 percent from a year ago on 
employment platform ZipRecruiter in the second 
quarter, said the company’s chief economist Julia 
Pollak.

The numbers have remained elevated in the 
months since, due to an increase in applicants and 
a drop in jobs advertised, she added.

“No one could have expected the sort of labor 
shortage re-hiring frenzy in 2021 to 2022 to last,” 
she told AFP.

Yet, despite the cooling, the share of openings 
is relatively high compared with before the 
pandemic, noted economist Jadrian Wooten of 
jobs platform Monster.

“At this very moment, we’re kind of exactly at 
the midpoint threshold,” Pollak told AFP.

Workers are quitting jobs at around the pre-
pandemic rate and job growth hovers at 2019 
levels.

But the market could be weaker than it seems.
Official job growth figures have been revised 

downwards -- on average by 47,000 -- for the past 
eight months consecutively.

PRICES OF KEY ESSENTIALS 
IN DHAKA CITY

Fine rice (kg)

Coarse rice (kg)

Loose flour (kg)

Lentil (kg)

Soybean (litre)

Potato (kg)

Onion (kg)

Egg (4 pcs)

PRICE 
(OCT 4, 
2023)

Tk 60-Tk 72

Tk 48-Tk 50

Tk 42-Tk 45

Tk 105-Tk 110

Tk 155-Tk 160

Tk 42-Tk 50

Tk 80-Tk 90

Tk 48-Tk 50

% CHANGES 
FROM A 

MONTH AGO 

0

0

-8.42

13.16

0

5.75

0

-4.85

% CHANGE 
FROM A 

YEAR AGO

-5.71

-1.01

-20.18

4.88

-5.97

67.27

126.27

1.03

SOURCE: TCB

IFIC Bank recently organised a remittance roadshow styled “IFIC Bank Remittance 
Roadshow” in New York, the US. ARM Nazmus Sakib, Quamrun Naher Ahmed, 
Md Golam Mostofa and Sudhangshu Shekhar Biswas, members of the board 
of directors of the bank, and Shah Alam Sarwar, managing director and chief 
executive officer, attended the roadshow. PHOTO: IFIC BANK 

Ekramul Hoque, chairman of the board audit committee of Shahjalal Islami Bank, 
presides over the 255th meeting of the board audit committee of the bank at its 
corporate head office in Dhaka recently. Among others, Md Sanaullah Shahid, Abdul 
Halim and Md Moshiur Rahman Chamak, directors of the bank, Nasir Uddin Ahmed, 
independent director, Mosleh Uddin Ahmed, managing director, and Md Abul Bashar, 
company secretary, were present. PHOTO: SHAHJALAL ISLAMI BANK

Prime Bank inks deal 
with Fortis, Sarah Resort
STAR BUSINESS DESK

Prime Bank recently signed an agreement with Fortis 
Downtown Resort Ltd and Sarah Resort Ltd, enabling the 
bank’s cardholders to avail benefits and enjoy up to 25 percent 
discounts on room rent.

Nazeem A Choudhury, deputy managing director of the 
bank, and Ahmad Raquib, general manager of both resorts, 
inked the deal at the bank’s head office in Dhaka, said a press 
release.

Among others, Masudul Haque Bhuiyan, head of cards 
and alternative delivery channel of the bank, and other senior 
officials from both the organisations were present.

Nazeem A Choudhury, deputy managing director of Prime Bank, and Ahmad Raquib, general manager of 
Fortis Downtown Resort and Sarah Resort, exchange signed documents of an agreement at the bank’s 
head office in Dhaka recently. PHOTO: PRIME BANK

MTB wins Global Climate 
Partnership Award 2023
STAR BUSINESS DESK

Mutual Trust Bank Ltd recently won 
the “Global Climate Partnership Award 
2023” for its innovative idea of bridging 
the gap between smallholder farmers 
in Bangladesh and cost-effective 
electric vehicle (EV) solutions through 
accessible finance.  

The bank will receive $50,000 to 
implement its award-winning climate 
finance concept, according to a press 
release. 

A jury comprising external experts 
chose the private commercial bank of 
Bangladesh from a pool of 14 innovative 
applications for the award.

“Winning this award will provide 
us with the financing to quickly put 
our plan into action and work with 
our external stakeholders to achieve 
success,” said Syed Mahbubur 
Rahman, managing director of the 
bank.

“MTB’s proposal was future-looking 
and well-structured with an executable 
plan, including a detailed budget and 
action plan,” said Judith Brandsma, 
chairperson of the jury board. 

“As a bonus, the pitch was well-
executed, enthusiastic and convincing. 
We congratulate MTB for its submission, 
and we cannot wait to receive updates 
from the implementation phase.” 

Syed Mahbubur Rahman, managing director and CEO of Mutual Trust Bank, poses for 
photographs with Md Khalid Mahmood Khan, additional managing director and chief 
business officer, and the team that worked on bridging the gap between smallholder 
farmers and cost-effective electric vehicle solutions through accessible finance. The 
bank won the Global Climate Partnership Award 2023 for this initiative. PHOTO: MTB
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BB raises policy rate at sharpest pace
FROM PAGE B1

official of the IMF says now the main 
target should be bringing down the 
inflation rate to a reasonable level and 
making the exchange rate stable.

The taka has lost its value against 
the US dollar by about 28 percent in 
the past 18 months. 

The rate hike came at a time 
when private sector credit growth 
has continued to dip as banks and 
borrowers adopt a go-slow strategy 
amidst the stress on the economy 
and growing apprehensions of a 
political crisis centring the upcoming 

parliamentary elections.
In August, the growth was 9.75 

percent whereas it was 9.82 percent 
in the preceding month.

The central bank took the rate hike 
measure to tighten the money supply 
at a time when the overall interest 
rate is increasing. 

In July, the weighted average 
interest rate on deposits stood at 
4.46 percent, up from 4.38 percent 
a month ago. The weighted average 
rate on loans edged up to 7.75 percent 
in July from 7.31 percent in June. 

Syed Mahbubur Rahman, 

managing director and CEO of Mutual 
Trust Bank Ltd, said the hike in the 
policy rate will definitely impact the 
market, especially at a time when the 
liquidity situation is facing stress.  

“The stress will intensify further.”
Rahman said the deposit rate 

will increase but the credit flow to 
the private sector will decline. The 
net interest margin, the difference 
between interest expenses and 
interest revenue, will go down too.

“The move is expected to contain 
inflation. But let’s see how it plays 
out.”

Long-term spectrum 
roadmap crucial for 
operators: experts
STAR BUSINESS REPORT

A long-term spectrum roadmap can play a 
crucial role in providing mobile operators with 
the certainty needed to plan their investments 
strategically, experts said yesterday.

Ashish Garg, senior spectrum & policy 
manager, South Asia for the GSMA, said a 
spectrum roadmap for at least 10 years would 
provide necessary assurances to mobile operators.

The GSMA is a global organisation representing 
mobile operators and organisations across the 
mobile ecosystem and adjacent industries.

He was speaking on the second day of the 
three-day “24th South Asian Telecommunication 
Regulators Council (SATRC-24) Meeting” at Le 
Meridien Dhaka yesterday.

Garg said four guiding factors needed to be 
followed by regulators in the South Asian region, 
including the Bangladesh Telecommunication 
Regulatory Commission (BTRC), when framing a 
spectrum policy and management framework.

The first is selecting the right spectrum with a mix 
of all ranges, including low bands, mid bands and 
high bands, to support a variety of applications and 
use cases. The second is making it available when 
it is needed since delays will also delay the socio-
economic benefits.

The third is that pricing must be reasonable 
and affordable so that operators can invest more 
in world-class networks. Governments should not 
be looking at short-term revenue but at secondary 
and tertiary benefits.            

Reserve below $18b
FROM PAGE B1

more than $1 billion worth of US 
dollars each month. 

Besides, the country’s foreign 
currency expenditure against income 
has remained at a $1 billion deficit for 
the past 24 months.

“So, we are not at the satisfactory 
stage that we had been in the recent 
past,” the economist said.

Hussain warned that if forex usage 
continues at the current rate, the 
country would run out of foreign 
currency at some point.

“Then, the exchange rate can’t be 
contained at the current level and it 
will go out of control,” he added.

Hussain made these comments 
while speaking to reporters after 
the annual conference of the 
International Business Forum of 
Bangladesh (IBFB) at Gulshan Club 
Limited in Dhaka.

The event was chaired by IBFB 
President Humayun Rashid.

Hussain expressed dissatisfaction 
over the prevalence of income 
inequality, saying economic growth 
will not have the expected benefits if 
the situation continues.

Around 90 percent of the 
population made less than $10 per 
day in 2022 while it was less than $4 
for the bottom 50 percent. On the 
other hand, the top 1 percent earned 
nearly $110 a day that year.

“There is no possibility of becoming 
a middle-income country by 2031 if 
the income inequality continues at 
the current pace,” Hussain said.

He also said Bangladesh needs 
average economic growth of nearly 8 
percent to become a middle-income 
country by 2031 while more than 10 
percent growth is needed to achieve 
high-income status by 2041.

Hussain suggested that Bangladesh 
needs to increase its productivity and 
income level of workers in order to 
tackle this situation.

Speaking as chief guest, Indian 
High Commissioner to Bangladesh 
Pranay K Verma said there is a big 
possibility in the future of bilateral 
trade through the Indian rupee, 
which started in July.

“The Indian rupee trading has 
just begun in response to the long-
standing demand of local businesses 
of the two countries,” he said, adding 
that visa processing should be made 
easier and faster for the business 
community.
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State banks’ 
default loan 
surges
FROM PAGE B1

As per the central bank data, state 
banks suffered from the highest 
provision shortfall against classified 
loans followed by private banks.

The four state banks fell short 
of the required Tk 10,690 crore 
provision against the NPLs while 
private banks by Tk 11,270 crore.

However, specialised banks 
and foreign banks operating 
in Dhaka had excess provision 
against requirement, according 
to the central bank report, which 
also highlights the challenges the 
Bangladesh economy was facing.

The BB said the Bangladesh 
economy demonstrated its resilience 
by achieving a growth rate of 6.03 
percent in FY23, maintaining a 
consistent growth trajectory in the 
post-Covid era.

“Notably, this growth was 
propelled by the manufacturing 
sector, spanning firms of all sizes, 
and a robust service sector. While 
the agriculture sector faced crop 
losses due to natural disasters, it still 
achieved commendable growth,” it 
said.

For fiscal year 2023-24, the 
Bangladesh economy faces challenges 
of high inflation and external sector 
vulnerabilities, it said.

“Collaborative efforts between the 
government and Bangladesh Bank 
will be instrumental in addressing 
these challenges effectively,” it added.  

Developing countries facing 
a debt crunch

REUTERS, London

High interest rates, growing investor 
risk aversion and borrowing that 
ballooned in recent years have left 
a range of developing economies 
mired in debt crises. Helping them 
claw out of this will be a key agenda 
item at the annual IMF and World 
Bank meetings in Morocco’s tourist 
hub of Marrakech which kicks off 
next week.

Below is a look at countries facing 
debt troubles, listed in alphabetical 
order.

North Africa’s largest economy 
needs to repay some $100 billion of 
hard-currency debt over the next five 
years. Cairo currently spends over 
40 percent of revenues on interest 
payments; financing needs for fiscal 
2023/204 stand at $24 billion.

Egypt has a $3 billion IMF 
programme and has devalued the 
pound by roughly 50 percent since 
February 2022. But a $2 billion 
privatisation plan has been slow, 
and it has delayed the removal of 
electricity subsidies.

Elections, scheduled for December, 

lower the chances of painful reforms, 
analysts said, and support from 
wealthy Gulf nations is key to ensuring 
financing needs are met.

The Covid-19 pandemic 
hammered Ethiopia’s economy, and 
a two-year civil war from November 
2020 heightened the pain with the 
country losing duty-free access to 
the US amid rights abuse allegations.

Ethiopia requested a 
restructuring in early 2021 under 
the G20 Common Framework - set 
up during the pandemic to try to 
streamline debt overhauls.

Financial account deficit keeps widening
FROM PAGE B1

The gross flow of FDI rose 3.14 percent 
to $985 million.

“Foreign lenders have lost their 
confidence in Bangladeshi companies 
as the country’s forex reserves 
continue to fall,” Zahid Hussain, a 
former lead economist at the World 
Bank’s Dhaka office, told The Daily 
Star recently.

The gross foreign exchange 
reserve came down to $21.11 billion 
on September 26, owing to rising 
global commodity prices, supply 
disruptions, a slowdown in external 
demand, and a shift in remittance 
back to informal channels. It was 
$40.7 billion in August 2021. 

The trade deficit, which takes 
place when imports surpass exports, 
narrowed to $1.01 billion in July-
August, against $4.57 billion during 
the same period last year, on the 
back of higher shipments and 
lower purchases from international 

markets.
Exports were up 9.04 percent. 
Imports dropped 22.30 percent, 

driven by the austerity measures put 
in place by the government to stop 
the depletion of the reserve and the 
putting on hold of investment and 
expansion plans by industries and 
businesses.

The current account balance 
returned to the positive territory at 
$1.10 billion from a negative $1.46 
billion in July-August. The overall 
balance was $1.69 billion negative.

Md Deen Islam, an associate 
professor of economics at the 
University of Dhaka, said the widening 
deficit has both short-term and long-
term repercussions for the economy. 

“In the short term, it has led to a 
more pronounced depreciation of 
the taka and heightened inflationary 
pressures.”

He thinks the deteriorating 
balance of payments and increased 

foreign exchange market volatility 
could potentially trigger capital 
flight, as foreign investors might lose 
confidence, leading them to withdraw 
their investments.

“This, in turn, could discourage 
new FDIs and other portfolio 
investments.”

Islam said if Bangladesh continues 
to grapple with a persistent current 
account deficit alongside a financial 
account deficit, the country’s import 
capacity will be curtailed. 

“The combined effect of reduced 
foreign investment and lower imports 
may result in negative or sluggish 
growth in both employment and 
GDP.”

“Bangladesh currently stands at 
a critical economic juncture, and 
the hard-won growth and prosperity 
achieved over the last decade 
could be in jeopardy if prudent 
macroeconomic policies are not 
promptly implemented.”

WB to give $500m
FROM PAGE B1

The minister said the government 
is hopeful that the GDP growth will 
be higher in 2023-2024 than the 5.6 
percent expansion projected by the 
WB.  

“However, everything will depend 
on the situation in the next few 
months,” he said, indicating to the 
political situation ahead of the 
next parliamentary election due in 
January.

“If the situation remains stable, the 
GDP growth could be 6 percent.”

Mannan said although inflation 
dropped slightly in September, he is 
not satisfied.

The Consumer Price Index, which 
measures the monthly change in 
prices paid by consumers, rose 9.63 
percent in September, down 29 basis 
points from more than a 12-year high 
recorded a month earlier.

The minister stressed efforts to 
reduce inflation further as it affects 
the common people.

EU GSP Plus depends on  
labour laws of int’l standards

Ambassador tells seminar
STAR BUSINESS REPORT

European Parliament and 
European Commission, parts of 
European Union (EU), will see 
whether Bangladesh’s labour 
laws conform to international 
standards to provide preferential 
trade benefits under a proposed 
GSP Plus, said EU Ambassador 
to Bangladesh Charles Whiteley 
yesterday.  

Even though Bangladesh 
is scheduled to graduate to 
developing country status in 2026, 
the EU will continue to provide the 
country its trade facilities meant 
for least developed countries 
(LDC) up to 2029.

Afterwards Bangladesh 
wants to avail the Generalised 
Scheme of Preferences (GSP) 
Plus, a special incentive for 
developing countries to pursue 
sustainable development and 
good governance.

“We are closely following 
the ongoing amendment of 

Bangladesh labour act. We hope 
that the amendment will be 
done with full transparency and 
in consultation with tripartite 
stakeholders and with technical 
assistance from ILO,” said 
Whiteley.

He was addressing a seminar 
on “Unlocking Trade and 
Investment for European 
Companies in Bangladesh” 
jointly organised by the Dhaka 
Chamber of Commerce and 
Industry (DCCI) and the EU at 
Renaissance Dhaka Gulshan 
Hotel.

The new areas of cooperation 
are ICT, infrastructure, aviation, 
renewable energy, agriculture 
and pharmaceuticals.

Over the past 8 years, over $5 
billion was scheduled to come 
from the EU to Bangladesh in the 
form of foreign direct investment, 
according to Bangladesh Bank.

However, only $2 billion 
finally came about, which is far 
from ideal when compared with 

that going to other developing 
countries, such as $28 billion in 
Vietnam, Whiteley said.

Issues like carbon emission 
and renewable energy will be 
major factors in garments 

sourcing after 2030, said Ziaur 
Rahman, regional country 
manager of multinational 
clothing company H&M. 

Bangladesh needs more 
EU investment for untapped 

potentials in leather goods, IT 
and bicycles, said Syed Nasim 
Manzur, managing director of 
Apex Footwear. 

Bangladesh’s exports to the 
EU, 93 percent of which was 
garments, stood at $25.23 billion 
in fiscal year 2022-23, said DCCI 
President Md Sameer Sattar.

Commerce Minister Tipu 
Munshi, Lokman Hossain 
Miah, executive chairman 
of Bangladesh Investment 
Development Authority, Jurate 
Merville, counsellor of the EU 
Delegation to Bangladesh, 
Morad Bourouffala, country 
representative of Airbus, Iqbal 
Chowdhury, CEO of Lafarge 
Holcim, Massih Niazi, CEO of 
Petromax LPG, Mushtaque 
Ahmed, vice president of the 
Bangladesh Bicycle and Parts 
Manufacturers and Exporters 
Association, Miran Ali, vice 
president of the BGMEA, and 
Russell T Ahmed, president of 
the BASIS, also spoke.  

Issues like carbon emission and renewable energy will be major 
factors in garments sourcing after 2030, said an official of H&M.
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New Act includes 30 types of offences, 
up from six before

10 years imprisonment, Tk 10 lakh 
fine, or both for manufacturing and 

selling medicines without licence

10 years imprisonment, Tk 10 lakh 
fine, or both for import of drugs 
without government permission

Tk 20,000 fine for selling medicines 
without doctor’s prescription

Highest 5 years’ imprisonment, Tk 5 
lakh fine, or both for sale or stock of 

medicines without licences

Permission required to use new 
medical devices

Up to 15 years jail, Tk 10 lakh fine or 
both for creating artificial shortage of 

medicines

DRUGS AND 
COSMETICS ACT 

AT A GLANCE

BY THE NUMBERS

Local 
market size: 

$3.2b

Registered 
drug makers: 

284

Export 
destinations: 

150

Exports 
in FY23: 

$175.42m

DHAKA THURSDAY OCTOBER 5, 2023
ASHWIN 20, 1430 BSB4

World’s biggest 
bond markets hit by 
relentless selling
REUTERS, London

An unrelenting selloff in world government bond markets 
pushed US 30-year Treasury yields to 5 percent for the 
first time since 2007 and Germany’s 10-year borrowing 
costs to 3 percent on Wednesday, moves that could hasten 
a global economic slowdown.

A growing sense that interest rates in major economies 
will stay higher for longer to contain inflation, ever 
resilient US economic data and a sharp unwinding of 
traders’ positions for a bond rally have hit hard.

In the US Treasury market -- considered the bedrock 
of the global financial system -- 10-year yields have soared 
almost 30 basis points (bps) to 4.8 percent this week alone, 
and are up almost 100 bps this year, having jumped over 
200 bps in 2022.

Thirty-year US yields on Wednesday touched the 5 
percent psychological level for the first time since the 
global financial crisis, and Germany’s 10-year Bund yield 
hit 3 percent, a fresh milestone in a market where yields 
were negative in early 2022.

With the rout spreading, Australian and Canadian 
10-year bond yields have surged over 50 bps each so 
far this week, and British 30-year government bond 
yields hit a fresh 25-year high above 5 percent on 
Wednesday.

“If the rapid rise continues it will hit risk appetite more 
clearly, you will see bigger drops in equity markets, bigger 
rises in spreads, and that should then stop the move as 
you will have safety flows coming back,” said Nordea chief 
markets strategist Jan von Gerich.

UK business 
downturn 
eases in Sep
REUTERS, London

British services companies 
suffered a less severe 
downturn in September 
than first feared, reflecting 
a surprise fall in inflation 
and the Bank of England’s 
decision to leave interest 
rates on hold, a business 
survey showed on 
Wednesday.

The final reading of 
S&P Global UK Services 
Purchasing Managers’ 
Index (PMI) fell in 
September to 49.3 from 
49.5 in August, falling 
further below the 50 
threshold for growth.

While marking an eight-
month low, it was much 
better than a preliminary 
“flash” reading of 47.2 that 
shocked investors and 
may have swayed Bank of 
England officials, a slim 
majority of whom voted to 
leave interest rates on hold 
last month.

The final PMI included 
responses from companies 
surveyed from September 
20 to September 27 - days 
after data showed British 
inflation fell unexpectedly 
in August, as well as the 
BoE’s surprise rate decision 
on September 21.

Forex crisis and 
the survival  

of SMEs
SALEKEEN IBRAHIM

Over the past few years, the global economy and 
the international trade system have experienced 
a number of extensive shocks, which have had a 
critical impact on our SMEs. Despite speedy and 
remarkable support from the government for the 
SMEs at the time of the coronavirus pandemic, 
the invasion of Russia in Ukraine has brought 
about new threats.     

The rising interest rates and the current forex 
instability will make debt repayments more 
expensive for SMEs and entrepreneurs, with many 
of them being heavily indebted already.

In the past nine months, Bangladesh’s foreign 
reserves dropped significantly owing to a spike in 
oil and commodity prices globally.

In order to safeguard the reserves, the government 
had to stop all non-essential and luxury imports and 
reduce the supply of dollars to commercial banks. 
This forced banks to refuse new letters of credit 
(LCs), making the guaranteed payments to foreign 
suppliers for previous imports uncertain. 

SMEs associated with import-based 
manufacturing and trading businesses need to 
open to buy foreign goods and services. So, they 
are facing severe financial constraints due to the 
forex crisis. These constraints are hampering their 
ability to import raw materials and technologies, 
affecting their production and competitiveness. 

Access to finance has always been a problem for 
SMEs in our country. Currently, SME enterprises 
are facing limited access to working capital as 
banks tightened lending. This severely impacted 
their ability to fund day-to-day operations, pay 
salaries, and invest in growth opportunities. 

If an SME suffers a continuous 
downward trend in revenue, 

it may face even closer. But 
does Bangladesh have the 

privilege to experience 
SMEs closing their 
operations at this point 
of economic graduation? 
We have to keep in mind 
that SMEs contribute 25 

percent to the GDP and 
account for almost 80 

percent of jobs.  
Entrepreneurs will have 

to think contextually and 
according to the demands of the 

situation. Manufacturers that faced a sharp decline 
in export orders due to the forex crisis should 
implement cost-cutting measures, diversify their 
product range, and explore opportunities in the 
local markets to overcome the challenges and 
remain sustainable. 

A service sector SME that experienced a 
decrease in customer spending should revise the 
business model by offering new services, targeting 
domestic customers, and optimising operational 
efficiencies to mitigate the adverse effects. It is 
always a call from the respective entrepreneurs at 
the time of survival. 

In order to tackle the current crisis, the 
government has implemented some actions to 
ensure a steady supply of foreign currencies and 
enhance exchange rate stability. Financial support 
programmes targeting SMEs affected by the forex 
crisis have been introduced. These programmes 
offered subsidised loans, grants, and other forms 
of assistance. 

To enhance export competitiveness, trade 
promotion initiatives, including market 
development programmes, export subsidies, and 
trade missions were initiated. These initiatives 
aimed to boost SME exports and diversify markets. 

The government also focused on capacity-
building programmes to enhance the skills and 
capabilities of SMEs so that they can adapt to 
market conditions and overcome challenges. 

In order to survive, SME entrepreneurs should 
consider diversifying their export markets 
and reducing dependency on a single market. 
Exploring new geographic regions and adapting 
products to meet diverse customer needs can 
minimise the impact of the forex shortage.

Diversification of markets and forming 
strategic alliances and partnerships can provide 
SMEs with access to new markets, resources, and 
expertise to overcome the situation.  

The author is a banker 

Saudi Arabia, Russia to continue 
voluntary oil output cuts

REUTERS, Dubai

Saudi Arabia and Russia on Wednesday 
said they were continuing voluntary 
oil cuts to year end as tightening 
supply and rising demand support oil 
prices.

The Saudi and Russian statements 
come hours before a ministerial 
monitoring panel of the Opec+ group of 
leading oil producers convenes online 
later on Wednesday.

The panel, called the Joint 
Ministerial Monitoring Committee, 
can call for a full Opec+ meeting 
if warranted but sources have told 
Reuters it is unlikely to tweak current 
oil output policy.

Oil prices continued a downward 
trend directly following the news with 
Brent futures falling $1 to $89.92 a 
barrel but they were trading at $90.40 a 
barrel by 0854 GMT.

Opec+, which comprises the 
countries of the Organization of 
the Petroleum Exporting Countries 
(Opec) and leading allies including 
Russia, has been cutting output 
since last year in what it says is 

preemptive action to maintain 
market stability.

The US and Western allies have 

argued that the world needs lower 
prices to support economic growth and 
the global economy.

Saudi Arabia, the Opec de facto 
leader, said it would continue with its 
voluntary oil output cut of one million 
barrels per day (bpd) for the month of 
November and until the end of the year 
and that it would review the decisoin 
again next month.

The kingdom’s production for 
November and December will be 
approximately 9 million bpd, the energy 
ministry said in a statement.

“This voluntary cut decision will 
be reviewed next month to consider 
deepening the cut or increasing 
production,” the statement said.

Saudi Arabia first implemented the 
additional voluntary cut in July and has 
been renewing it monthly.

It said in September the cut would 
last until year end but would be reviewed 
on a monthly basis.

Russia in August said it would reduce 
exports by 300,000 bpd until the end 
of this year.

The Saudi and Russian additional 
voluntary cuts come on top of April 
cuts agreed by them and several Opec+ 
producers, which extend to the end of 
2024.

Pumpjacks are seen during sunset at the Daqing oil field in Heilongjiang 
province, China.

PHOTO: REUTERS/FILE

New drug act to take pharma 
sector to greater heights

Hope manufacturers
JAGARAN CHAKMA

The new Drugs and Cosmetics Act 2023 
will help the pharmaceuticals sector of 
Bangladesh get rid of adulterated and 
substandard medicines and climb to the 
next heights, manufacturers say. 

The inclusion of rigorous punishment 
for offences will also be beneficial, they 
say. In the Drugs (Control) Ordinance 
1982, there was no clause for punishment 
for adulteration of medicines.

On September 6, the parliament 
passed the Drugs and Cosmetics Bill 2023, 
replacing the ordinance, a development 
that manufacturers think will brighten 
the image of the pharmaceuticals sector 
tipped to be a major global hub for high 
quality, low-cost generic medicines.

The Act has provisions for life 
imprisonment for those found guilty of 
manufacturing, stockpiling and selling 
contaminated drugs.

It covers cosmetics whose production 
and distribution will be regulated and 
contains provisions to control the use of 
antibiotics, whose misuse is believed to be 
rife in the country. 

New clauses have been included about 
the use of medical devices. 

A fine of Tk 20,000 will be slapped 
for selling medicines without a doctor’s 
prescription. If a drug store sells medicines 
without a licence, sells government 
medicines, and imported ones without 
approval, a 10-year imprisonment or Tk 
10 lakh in fine or both could be handed.

The Ordinance had handed a 
maximum fine of Tk 50,000 and a three-
year rigorous imprisonment for the 
import of drugs or pharmaceutical raw 
materials without regulatory consent.

Up to a two-year imprisonment, a 
maximum fine of Tk 10,000, or both 
could be given if anyone is found to be 
selling medicines or pharmaceutical 
raw materials at prices higher than the 
maximum rates fixed by the government.

The new law contains 30 types of 
offences compared to six that were 
included in the Ordinance.

Offenders can be sentenced to life for 
the crimes such as the manufacturing of 
counterfeit and adulterated drugs as well 
as creating artificial shortages. 

“Proper implementation of the new Act 

will help vanish the adulterated medicines 
from the market and boost the country’s 
image,” said Abdul Muktadir, managing 
director of Incepta Pharmaceuticals.

“Now, there will be no scope for 
manufacturing substandard medicines. 
This is the key feature of the law as the 
pharmaceuticals sector deals with public 
health.” The noted entrepreneur said the 
new act was badly needed for the further 
development of the pharmaceuticals 
sector as it has emerged as an important 
industry and is winning the global market 
after meeting the domestic demand.

Currently, Bangladesh has a vast 
pharmaceuticals sector with 284 registered 
companies catering to the 98 percent 
demand of the $3.2 billion local market. 

SM Shafiuzzaman, secretary general 
of the Bangladesh Association of 
Pharmaceutical Industries (Bapi), says the 
ordinance was a milestone in developing 
the pharmaceuticals sector.

“Now, if the Act is implemented 
properly, the pharmaceuticals sector will 
move to a greater height.” 

He suggested regulatory agencies 
such as the Directorate General of Drug 
Administration and the Directorate General 
of Health Services play their due roles.

Muhammad Halimuzzaman, deputy 
managing director of Healthcare 
Pharmaceuticals Ltd, says the sector’s 
recommendations and expectations have 
been reflected in the new law.

“It was required for the further progress 
of the industry.”

Local manufacturers ship medicines 
to 150 countries in Asia, Africa, North 
America, South America and Europe, 
according to the Bapi. But the shipment 
is insignificant compared to the vast 
manufacturing prowess. 

Exports fetched $175.42 million in the 
financial year that ended on June 30, 
down 7 percent year-on-year, data from 
the Export Promotion Bureau showed. 

Manufacturers say Bangladesh is 
increasingly becoming a global hub for 
producing quality and low-cost generic 
medicines since many countries don’t 
have the facilities needed to make such 
drugs. Only two nations -- China and 
India -- along with the developed world 
have vast pharmaceutical manufacturing 
capabilities.

Bangladesh now has a vast pharmaceuticals sector with 284 registered companies 
catering to 98 percent of local demand. The photo was taken in Khulna city on 
Tuesday. PHOTO: HABIBUR RAHMAN


