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BB tightens loan classification rules
FROM PAGE B1

Bangladesh now has the highest 
ratio of defaulted loans in South 
Asia, with nearly 17 percent of the 
total disbursed loans having gone 
bad.

Bankers said bad loans will 
increase further in the upcoming 
days thanks to the tightening of loan 

classification rules.
“Bad loans will surpass Tk 

300,000 crore by December,” said 
Mohammed Nurul Amin, a former 
chairman of the Association of 
Bankers Bangladesh (ABB), a forum 
of bank managing directors and chief 
executives.

“If the loan classification rules are 

tightened, this number will jump,” 
said Amin, the chairman of Global 
Islami Bank.

A World Bank (WB) team is now in 
talks with the central bank to support 
banking sector reforms. They urged 
the BB to implement the international 
standard loan classification rules 
immediately.

Importers hit by dollar crisis
FROM PAGE B1

working capital credit limit based on 
bank-customer relationships after 
analysing the customer’s credit risk.

It will be repayable in equal 
instalments -- monthly or quarterly -- 
for a maximum period of eight years 
with a maximum break of one year.

The central bank added that the 
single customer credit limit cannot 

be exceeded in any way and no 
defaulter will get this facility.

To avail of this opportunity, 
customers must apply to their 
respective banks by March 31.

In addition, the bank must 
confirm whether the customer 
actually suffered losses due to 
movement in the foreign exchange 
rate. The relevant documents must 

be properly preserved for verification 
by the inspection department of 
the Bangladesh Bank. Over the past 
couple of years, the exchange rate has 
increased to Tk 120-125 per US dollar 
from Tk 105-107 in January last year.

Owing to the increase in the dollar 
prices, the working capital of import-
oriented industries has decreased, 
according to industry insiders.

BB introduces longer-term bills
FROM PAGE B1

With inflation remaining at over 9 
percent since March 2023, the BB has 
been maintaining a contractionary 
monetary policy for the past two 
years to contain demand-induced 
price spikes.

The central bank has hiked the 
key policy rate to 10 percent to 
make borrowing costlier for the 11th 
consecutive time since May 2022.

Bangladesh’s annual average 

inflation rose to 10.05 percent in 
October due to rising prices.

Overall inflation hit a three-month 
high of 10.87 percent in October, 
driven by soaring food prices, 
especially for rice and vegetables.

Another BB official said the central 
bank plans to withdraw excess 
liquidity from the banking sector 
through the BB bills and provide 
funds to the crisis-hit banks. Six banks 
are facing a severe liquidity crisis and 

struggling to repay depositors.
The banking regulator already 

provided a hefty amount in liquidity 
support to those lenders, the official 
added.

However, a treasury chief of a 
private bank said if liquidity support 
was provided to the Shariah-based 
banks by mopping excess liquidity, 
it may not contribute to controlling 
inflation as money would return to 
the market through those banks.

Exports to EU may fall 20%
FROM PAGE B1

Echoing Razzaque, Fazlee Shamim 
Ehsan, executive president of the 
Bangladesh Knitwear Manufacturers 
and Exporters Association, said the 
total export volume is unlikely to 
drop after LDC graduation.

However, he hoped that labour-

related difficulties in China and 
Vietnam, along with a rising 
unwillingness among their workers 
to regard RMG professions as 
prestigious, could result in a 
movement of orders from these 
nations to Bangladesh.

He also mentioned challenges 

facing Bangladesh, including the 
labour unrest, energy deficit and 
turmoil in the banking sector.

Among others, Policy Exchange 
Bangladesh Chairman M Masrur Reaz 
and Economic Relations Division 
Secretary Md Shahriar Kader Siddiky 
spoke at the event.

Extend tenure 
of Tk 200cr 
stock fund

BSEC urges BB

STAR BUSINESS REPORT

The Bangladesh Securities and Exchange 
Commission (BSEC) has sought a five-year tenure 
extension of the Tk 200 crore fund that any bank 
can take as loan from Bangladesh Bank to invest 
in the capital market.

Moreover, the commission wants the loan 
amount to be increased to Tk 300 crore.

The BSEC made the demands for the special 
fund that the central bank started extending in 
2020 for a five-year period in order to increase 
liquidity supply in the stock market. 

BSEC Chairman Khondoker Rashed Maqsood 
placed the demand in a meeting with BB Governor 
Ahsan H Mansur at the central bank yesterday 
as the existing tenure of such loans will end in 
February 2026.

However, banks were and still are allowed to 
invest 25 percent of their capital in the stock 
market in addition to this special fund.

Banks were initially slow in taking loans from 
this special facility, but later many stepped in.

Some banks bought Beximco’s green Sukuk 
Al Istisna by using the fund as the central bank 
allowed them to invest in it by issuing a circular in 
2021, when people were reluctant to subscribe to 
the bond with their own funds.

In yesterday’s meeting, Maqsood also stressed 
the need for taking supportive steps by the 
Bangladesh Bank for the listing of good companies 
in the stock market.

Mohammad Rezaul Karim, spokesperson of 
the BSEC, said the discussion between the two 
regulators was fruitful. He also informed that the 
commission chairman had urged the central bank 
to make it mandatory for companies to get listed 
for taking term-loans of a certain amount.

IFC to invest 
$50m in City 
Bank to help 
SMEs grow
STAR BUSINESS DESK

The International Finance 
Corporation (IFC), a 
member of the World 
Bank Group, will invest 
$50 million in City Bank 
PLC to help small and 
medium enterprises 
(SMEs) in Bangladesh 
grow businesses, create 
jobs, and boost economic 
recovery.

The international 
financial institution 
signed an agreement with 
City Bank at the latter’s 
head office in the capital 
recently, the bank said in a 
press release.

Allen Forlemu, IFC 
regional industry director 
of the financial institutions 
group for Asia and the 
Pacific, and Mashrur 
Arefin, managing director 
and CEO of City Bank, 
penned the deal.

“Small businesses are 
essential to Bangladesh’s 
economy. By supporting 
them, we aim to improve 
access to finance and 
promote inclusive growth,” 
Forlemu said.

“We are grateful for IFC’s 
support. This investment 
will help small businesses 
overcome challenges 
and play a bigger role in 
Bangladesh’s future,” 
said Arefin expressing his 
appreciation.

Allen Forlemu, regional industry director of financial institutions group for Asia and the Pacific at the International Finance Corporation, and 
Mashrur Arefin, managing director and CEO of City Bank, shake hands and exchange signed documents of an agreement at the latter’s head 
office in the capital recently.  PHOTO: CITY BANK

Autos, food: What are the risks 
from Trump’s tariff threat?
AFP, Washington

Fresh US tariffs on Canada 
and Mexico could raise costs 
of automobiles and building 
materials, analysts said Tuesday, 
after President-elect Donald Trump 
threatened to erect new trade 
barriers.

Similarly, further tariff hikes 
on China could add to consumer 
prices, as the United States is still 
reliant on the world’s second biggest 
economy for goods like electronics 
and batteries.

What products face risks from 
Trump’s tariff pledges?

US-Canada trade ties are 
significant, with a highly integrated 
energy and automotive market, the 
Congressional Research Service 
(CRS) noted in July.

Nearly 80 percent of Canada’s 
2023 goods exports were US-bound, 
while about half its goods imports 
came from the United States.

Canada has been the biggest 
supplier of US energy imports 
including crude oil, natural gas and 
electricity, the CRS added.

Economist Ryan Sweet of Oxford 
Economics warned that a 25 percent 
tariff on Canadian goods could 
hit imported fuels, risking higher 
energy costs.

“The 2026 midterms are not 
that far off, and voters don’t forget 
inflation,” he told AFP.

The United States imports 
construction materials from Canada, 

too, he added, and tariffs could drive 
up housing costs.

Last year, $2.5 billion in goods 
crossed the US-Canada border 
daily, said Dennis Darby of industry 
group Canadian Manufacturers & 
Exporters.

Imposing tariffs “would also hurt 
US manufacturers,” he added.

The United States is Mexico’s 
most critical trading partner, taking 
in 80 percent of its exports, the CRS 
noted.

In 2023, Mexico outpaced China 
for the first time in two decades to be 
America’s leading source of imports, 
government data showed. US goods 

imports from Mexico stood at 
$484.5 billion.

A 25 percent tariff would weigh 
on the auto sector, worth tens of 
billions in Mexico’s US exports, 
alongside medical instruments and 
devices.

Vehicle costs could rise about 10 
percent, estimates Gary Hufbauer, 
nonresident senior fellow at the 
Peterson Institute for International 
Economics.

A significant portion of North 
America trade happens between the 
United States, Mexico and Canada 
with products crossing borders 
multiple times.

Shoppers walk with their purchases at Plaza Las Americas Mall near the 
US-Mexico border in San Ysidro, California on November 26. The United 
States is Mexico’s most critical trading partner, taking in 80 percent of 
its exports. PHOTO: AFP

Provide venture capital, private 
equity to startups, SMEs

Speakers say at DCCI discussion
STAR BUSINESS REPORT

Bangladesh’s future depends on creating 
a knowledge-driven economy, and new 
businesses require a supportive environment 
to succeed alongside funding, which can 
come in the form of venture capital and 
private equity, said speakers at a discussion 
recently.

Venture capital is a type of financing 
for promising startups in exchange for 
ownership stakes. Private equity is also a 
type of investment involving purchasing 
an interest in a mature company that is not 
publicly traded on a stock exchange.

Obstacles in the process of appropriate 
asset valuation and a dearth of relevant service 
providers hinder access to finance, they said. 

For instance, tech companies are having 

trouble with the valuation audit process since 
their assets are in the intellectual form, they 
added.

The situation is complicated by the fact 
that the financing industry lays special 
emphasis on safe investment and revenue 
return, the speakers said.

For prospective small and medium 
enterprises and startups, venture capital 
and private equity may be the most suitable 
alternative source of financing outside of 
banks, they said.

“Businesses developing intellectual 
property should not concentrate on valuing 
physical assets because banks rely on this 
information to secure their loans,” said Ashraf 
Ahmed, president of the Dhaka Chamber of 
Commerce and Industry (DCCI).

“As business owners, we should 

concentrate on conquering our own obstacles 
while adhering to current legal restrictions, 
both as growth investors and as financers of 
innovation,” he said.

Ahmed was addressing a discussion on 
“Connecting Innovative SMEs and Startups 
with Private Equity & Venture Capital Firms 
for Bridging Financing Gap” organised by the 
DCCI on its premises.

It is necessary to make venture capital and 
private equity more widely known to small 
businesses in Bangladesh since the demand 
exists while innovation was coming about, he 
said.

The industry requires a supportive 
legislative environment in order to expand, 
said Mohammad Abdul Momen, a former 
director of the University of Dhaka’s Institute 
of Business Administration.


