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For the second 
year in a row, the 
Chattogram seaport 
may face a drop in 
annual container 
throughput

Story on B4

BB asks Islami 
Bank to 
explain why it 
buys dollars at 
higher rate
STAR BUSINESS REPORT

The Bangladesh Bank 
has asked Islami Bank 
Bangladesh to explain why 
it is buying US dollars from 
foreign exchange houses at 
a rate that is higher than 
the fixed price.  

On December 14, the 
central bank sent a letter 
to the managing director 
of the Shariah-based bank 
to this effect, seeking an 
explanation.

As per the rates 
announced in November 
and December this 
year by the Bangladesh 
Foreign Exchange Dealers 
Association (BAFEDA) and 
the Association of Bankers, 
Bangladesh (ABB), banks 
can buy each dollar from 
remitters and exporters at 
Tk 109.75 and sell them to 
importers at Tk 110.25.

Banks are allowed to 
give a maximum of 2.5 
percent in incentives to 
foreign exchange houses. 
They, however, are not 
eligible for the 2.5 percent 
incentives provided by the 
government to remitters. 

“Your bank is buying 
foreign currencies from 

Banks are 
allowed to give 
a maximum of 

2.5 percent in 
incentives to 

foreign exchange 
houses.
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MD ASADUZ ZAMAN

Most South Asian countries 
succeeded in reining inflation in 
2023 in a major relief for their 
populations who struggled after 
prices spiralled owing to the shocks 
stemming from the lingering 
impacts of the coronavirus pandemic 
and the Russia-Ukraine war.  

Even, Sri Lanka that witnessed 
its worst economic crisis since its 
Independence brought 
down consumer 
prices following an 
unprecedented spike.

However, Bangladesh, 
like Pakistan, is still 
finding it difficult to 
contain higher inflation. 
The country witnessed 
an average increase in the 
Consumer Price Index 

(CPI) of 9.42 percent in November, 
highlighting the challenges 
experienced by most of the 
population in the lower-middle-
income nation.

And the higher level of inflation 

persists although the global price 
of various commodities has fallen in 
recent months.

In Bangladesh, inflation has 
accelerated in the past one and a half 
years owing to a mixture of external 
and internal factors.

The external factors include 
supply chain disruptions following 
Russia’s invasion of Ukraine and 
higher commodity prices. Domestic 
factors include a 28 percent 

depreciation of the taka 
against the US dollar 
since February last year, 
and persistent foreign 
currency shortages, driven 
by a 30 percent drop in 
the reserves, leading to 
import restrictions.

Several economists 
and analysts blame the 
central bank for not using 
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South Asian nations 
succeeded in taming inflation. 

Bangladesh, not so much
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Trade in rupee had a 
lofty aim. But data paints 
a different picture
MD MEHEDI HASAN

Bangladesh and India on July 11 rolled 
out the cross-border trade settlement 
in the rupee to cut the dependence on 
the US dollar, but transaction figures 
illustrate a dearth of interest in carrying 
out businesses in the Indian currency.

Subsequently, five banks -- Sonali 
Bank, Eastern Bank, State Bank of India 
(SBI), Standard Chartered Bangladesh 
(SCB), and Islami Bank Bangladesh PLC 

-- received approval from the Bangladesh 
Bank to perform bilateral trade with the 
neighbouring country using its currency.

Under the mechanism, Indian exports 
and imports with Bangladesh amounting 
to about $16 billion can be invoiced, paid 
for, and settled in the rupee.

But between July 11 and December 26, 
only two banks -- Eastern Bank and SCB 
– settled export and import trades worth 
3.51 million rupees.

In October, the Dhaka office of the SBI 
opened a letter of credit (LC) of 147,000 
rupees for Navana Welding Electrode Ltd, 
BB data showed.

A month earlier, Eastern Bank 
celebrated the first successful trade 
settlement in the Indian currency. 

Habiganj Agro Ltd, a concern of Pran-
RFL Group, was the beneficiary of the 
import and export settlement involving 
about 2.4 million rupees. Of the sum, 
imports accounted for 1.31 million 

rupees.
Since then, the bank has not made any 

further transactions in the rupee.
Bankers say the lack of interest in 

using the Indian currency in bilateral 
trade was due to a high demand for US 
dollars, a dearth of rupee earnings and a 
lack of competitiveness.

Ahmed Shaheen, additional managing 
director of Eastern Bank, said bilateral 
trade in the Indian rupee had just started 
and it had huge potential.

Some exporters are discussing to 
settle trades in the rupee through the 
private commercial bank, he said. 

However, another senior official of the 
bank, seeking anonymity, said there is a 
challenge to trade in the rupee because 
exporters demand US dollars due to its 
competitive edge.

“Importers want to buy products using 
the rupee. But they have no earnings in 
the currency.”

SCB received an inflow of 1.07 million 
rupees thanks to exports by Walton Hi-
Tech Industries PLC.

Naser Ezaz Bijoy, chief executive 
officer of SCB, told The Daily Star that the 
demand for the US dollar was very high 
and that every exporter wanted to ship 
products using American greenback.

“Local traders will be able to finance 
imports through the rupee when they 
have earnings in the same currency,” he 
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