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What should be our game plan to
tackle global volatility?

In the aftermath of the Chief Adviser’s visit to China, Trump Tariffs, and as the BIDA investment takes place, Mustafizur Rahman, distinguished fellow at the Centre for
Policy Dialogue (CPD), speaks to Ramisa Rob of The Daily Star about how Bangladesh can navigate the current challenges.

What economic opportunities can
come from strengthening Bangladesh’s
bilateral ties with China?

The Chief Adviser’s recent visit to China was
of heightened importance to Bangladesh
from multiple perspectives. First of all, China
is our major bilateral trading partner and
the most important source of our imports.
Over the last few years, average imports from
China were about $20 billion, and these
imports from China are crucial for many of
our export-oriented industries, domestic
import-substitute industries, and also for our
consumers. On the other hand, China plays
a crucial role in Bangladesh’s infrastructure
scenarios and has its footprints in many of
our major infrastructure projects, including
the Padma Bridge, rail connectivity over
the Padma River, Karnaphuli tunnel and
many other economic, social and digital
infrastructure. Bangladesh has been a part of
the Belt and Road Initiative (BRI), and many
projects are being implemented as part of the
initiative.

There exists significant Chinese investment
in Bangladesh in various sectors, but not to
the extent that we had hoped for. The plan to
build a Chinese Economic Zone on the south
bank of the River Karnaphuli could not be
realised on time but there is a plan in place to
revive it. China also remains the predominant
source of Bangladesh’s defence-related
imports.

Bangladesh has taken loans, particularly
from Exim Bank of China, for various
development projects focused on economic,
social, and transport infrastructure, as well
as (o establish digital connectivity. The
Chief Adviser’s visit was thus an excellent
opportunity not only to deepen bilateral
economic relations, but also to open
discussions on re-examining the terms of the
loans, attracting investment to Bangladesh,
and exploring opportunities for further
borrowings from China. Most of the loans
from China were incurred at 2 percent
interest, with a grace period and repayment
period of 5-10 years and 20 years, respectively.
This was important given that Bangladesh’s
forex reserves are under pressure and debt
servicing liabilities are growing.

It was announced following the meeting
that about $2 billion worth of investment
will be forthcoming from China. China will
explore shifting some of its industries to
Bangladesh, which could give Bangladesh
competitive edge in exporting to China and
other markets. Until now, most of the Chinese
investments and sunset industries have been
going to Vietnam, Cambodia, and other East
Asian countries. Bangladesh could be a major
hub for Chinese investment, particularly if the
proposed dedicated SEZ could be established
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at an early date.

As reported, Beijing expressed its
willingness to start negotiations for a
Free Trade Agreement (FTA). What would
that entail?

The proposed FTA with China will need to be
carefully considered as there are revenue loss
concerns if we provide zero tariffs to imports
from China. On the other hand, if we receive
preferential market access in China as part
of an FTA, from a short run perspective its
significance will be limited, as our exports
are relatively low. For now, we are getting
duty-free, quota-free access to the Chinese
market under the Chinese GSP scheme for
the Least Developed Countries (LDCs). In this
regard, China’s offer to extend preferential
market access till 2028, two years beyond
Bangladesh’s upcoming LDC graduation,
during the Chiel Adviser’s visit, is a positive
development.

If we are able to triangulate t(rade,
investment, transport connectivities,
and other forms of cooperation—such
as  technology transfer, productivity
enhancement, and Chinese investment in
Bangladesh—the prepared FTA, in the form
of a Comprehensive Economic Partnership
Agreement, will be beneficial for Bangladesh.
It also has to be based on reciprocity, taking
into account the differences in our economic
levels.

With India-China rivalry, and tensions
between Bangladesh and India, what
should the geostrategic framework be?

I presume balancing the relationship
between India and China remains at the
core of Bangladesh’s current geostrategic
outlook. Bangladesh’s strengthened ties with
China should not be seen as contradicting
Bangladesh’s clearly articulated policy to
deepen cooperation with India. Both these
will need to be on the basis of win-win
outcomes.

India remains a major trading partner of
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The impact of the seismic shift in the global
economy caused by Trump’s reciprocal tariffs
is as immediate as it is personal. From factory
floors in Vietnam to markets in Lagos and
ports in Rotterdam, the consequences of
rising trade barriers are being felt not just in
numbers but in the daily realities of workers,
producers, and consumers.

The resurgence of reciprocal tariffs—a
form of economic retaliation that was once
viewed as an outdated relic of 20th-century
protectionism—are imposed in  direct
response to trade barriers enacted by another
country, matching the restrictions “dollar for
dollar” or “item for item.” On April 2, 2025,
President Trump announced a comprehensive
10 percent tariff on all exports to the US.
China, referred to as the biggest target, was
immediately impacted, while higher duties
were also levied on European Union goods,
reportedly affecting as much as $3 trillion
worth of imported goods. Tariffs were also
announced on Mexico and Canada, in part
as a retaliatory move for fentanyl trafficking
across the southern border—signalling the
use of national security emergency powers Lo
frame the trade agenda.

A new dimension has emerged in the US-
China economic clash, with additional tariffs
being placed on strategic sectors such as
semiconductors and artificial intelligence
chips. This is paired with renewed tension
between the US and the EU, as Washington
imposed 20 percent duties on FEuropean
goods. With the new round of import tariffs
on cars now in force, companies such as
Volkswagen and BMW have seen their share
prices plunge. Apparel supply chains have
been heavily disrupted, affecting brands like
Lululemon, Abercrombie & Fitch, and Gap.

Apple continues to produce key US-sold
devices in factories across China, India, and
Viethnam—further complicating its cost

structure. NVIDIA, heavily reliant on China
for AI chip supply, faces new hurdles.

In 2018, the United States introduced
sweeping tariffs on Chinese steel, aluminium,
and consumer goods, arguing that such
measures were necessary (o correct “unfair
trade practices.” In response, China imposed
tariffson Americanagriculturaland industrial
products. The logic was simple: if one country
raises barriers, the other retaliates in kind.
But the effects were anything but simple.

Across the world, producers and exporters
began feeling the strain. From Argentine
soybeans to German car parts, global supply
chains were suddenly subjected to new layers
of cost and uncertainty. Countries dependent
on exporting raw materials or low-cost
manufactured goods faced price volatility
and declining demand. In others, increased
import costs led to a spike in inflation,
eroding household purchasing power. While
some sectors—such as domestic steel and
certain segments of manufacturing—saw
modest gains in employment, others were
undercut by higher production costs. For
workers in industries dependent on global
supply chains, the promise of tarifl-driven
revival has proven to be largely illusory.

South and Southeast Asian economies,
particularly those dependent on low-skill
manufacturing, have been the hardest hit.
Vietnam, for instance, exports 46 percent of its
GDP, with over 90 percent of that growth tied
to trade. Any significant loss in global trade
demand could be catastrophic. In this context,
a 1-2 percent decline in Chinese GDP growth,
currently forecast due to the tariffs, would
have dramatic knock-on effects across Asia.

In the 1930s, the US Smoot-Hawley
Tarifl' Act set off a global wave of retaliatory
measures that many historians argue
helped deepen the Great Depression. In the
aftermath of World War II, the international

Bangladesh, for many consumer goods with
advantages in terms of price competitiveness
and lead time. Bangladesh has received $8
billion from India, and many projects are
being implemented under this credit. The
duty-free, quota-free market access provided
by India to Bangladesh for almost all items
originating from the country has benefitted
Bangladesh’s consumers, producers and
exporters.

Of course, there are some issues in view
of deepening bilateral ties with India that
cannot be ignored, such as the sharing of
water of Teesta River and the management of

The BIDA investment
summit should be viewed
as a way to address the
challenges posed by the
Trump tariffs and as a
step towards increasing
our regional market
engagement, which also
carries a peace dividend.
I envision Bangladesh

as a central hub for the
Southern Asian integrated
market.

all the rivers that we share. But Bangladesh is
keen to negotiate on these issues, including
joint river basin management.

At one time, we were very hopeful that the
proposed Bangladesh-China-India-Myanmar
(BCIM) Economic Corridor would play an
important role in deepening (ransport,
trade, investment, logistics, and people-to-
people connectivity. Regrettably, following a
promising start, the BCIM Economic Corridor
project has become dormant now. These
types of multilateral cooperation initiatives
can help Bangladesh take advantage of its
geostrategic location while easing regional
tensions.

In this context, Trump tariffs are another
geo-economic issue hovering over the
nation. What steps should the interim
government take?

The Trump tariffs reinforce Bangladesh’s need
to pursue market and product diversification
and to deepen regional cooperation. Our
strategy should be two-pronged. First,
Bangladesh will need to engage with the US,
which is Bangladesh’s single largest export
destination. Bangladesh has already taken
a number of initiatives including the Chief
Adviser writing to President Trump. The

NBR is examining what we can offer the US.
At the same time, this serves as a reminder
that the global trading scenario is becoming
increasingly uncertain. For weaker economies
like Bangladesh, a rules-based multilateral
trading system remains the best option, but
the WTO has been weakened irreparably by
US policies.

Second, while we tackle short- and
medium-term ramifications of the tariffs, we
should also pursue multilateral initiatives
such as reviving SAARC and strengthening
our bilateral ties with regional countries such
as China and India to reduce dependence on
the US. At the recently held Sixth Summit of
the Bay of Bengal Initiative for Multi-Sectoral
Technical and Economic Cooperation
(BIMSTEC), the Report of the FEminent
Persons Group (EPG) and the Bangkok Vision
2030 have been adopted, and the maritime
transport agreement has been signed. As
part of a broader strategy to address global
trade volatility, we should also consider
strengthening ties with ASEAN, which is part
of the Regional Comprehensive Economic
Partnership (RCEP) Agreement.

Bangladesh has strong arguments to
engage with the US. First, though we have a
bilateral trade surplus with the US of around
$7 billion, we are one of the major importers
of US cotton, which is used in our RMG
exports to the US. In this way, Bangladesh’s
imports from the US are closely tied to US
exports to Bangladesh. Second, there are no
import duties on US import products such
as cotton, wheat and soybean and others like
LPG remain very low. While some imported
items do face higher tarifls, Bangladesh may
reconsider lowering those, though this has to
be done on a Most Favoured Nation basis.

We must carefully study the items where
the UShasexportinterestsand assess whether,
and to what extent, we can lower tariffs to
zero and what the revenue implications might
be. Another strategy is to improve our trade
and investment environment so that more US
investment can come to Bangladesh, as FDI
from the US is currently very low. Removing
the obstacles to US investment should be part
of improving our overall investment climate
through reducing costs of doing business,
and undertaking needed reforms.

As we speak, the Bangladesh Investment
Development Authority (BIDA) investment
summit is taking place. It is very encouraging
to see a large number of prominent global
investors’ keen interest in Bangladesh.
If we can provide the necessary services
under the One Stop Service Act 2018
such as unencumbered land, appropriate
infrastructure, skilled workers and mid
level professionals, quality electricity, and
uninterrupted gas—then there is every

opportunity to translate investor interest into
higher FDI flows to Bangladesh.

Alarge flow of FDI would help in a few ways:
addressing the challenges of LDC graduation
and emergent volatile global trading scenario;
creating decent jobs; greater export product
and market diversification; and paving the
way for Bangladesh to leverage FDI to enter
regional markets with greater competitive
strength. India imports more than $700
billion annually; China, more than $2,800
billion. Yet Bangladesh’s exports to India
remain around $2 billion, and less than $1
billion in case of China. If we can increase
investments targeting the regional markets,
we can benefit from the duty-free and quota-
free access provided under LDC schemes of
India and China. Bangladesh may seek an
extension of India’s DF-QF market access
beyond the LDC graduation timeline to
maximise the benelfits.

The BIDA investment conference should
also be viewed as a way to address the
challenges posed by the Trump tariffs
and LDC graduation. Given its strategic
position, with four seaports on the Bay of
Bengal, Bangladesh could be a major hub for
maritime routes and transportation which
will also create investment opportunities
that can be harnessed in a win-win manner.
To achieve this, macroeconomic stability and
a conductive political environment will be
crucially important.

Does the current explosive geopolitical
landscape make transitioning from LDC
status even more challenging?

The Trump tariffs and the broader challenges
in the global market once again reinforce
the need for Bangladesh to take proactive
steps towards smooth and sustainable
LDC graduation. Opportunities created
by the BIDA investment summit, as well as
bilateral discussions held in China, and the
meeting between the Chief Adviser and
Prime Minister Modi, should all be seen as
part of navigating the turbulent waters of
geoeconomics and geopolitics which will be
necessary if Bangladesh is to move towards
LDC graduation with momentum. Post-
graduation, we will no longer have duty-free,
quota-free market access. The pressure to
comply with intellectual property rights,
labour standards, and environmental
regulations will increase. If we want to attract
FDI, we will have to improve compliance in
these areas as well. Workers and producers
will need to be provided with necessary
support to raise competitiveness through
higher labour and capital productivity. A
“whole of society” and "whole of economy
approach” will be key to moving towards
sustainable LDC graduation.

lead to a global recession

community established a framework to
avoid such cycles—first through the General
Agreement on Tariffs and Trade (GATT) and
later through the World Trade Organization
(WTO).

Yet, decades of trade liberalisation have
not resolved core tensions. As manufacturing
jobs disappeared in developed economies and
new industrial powers rose, political pressure
mounted to protect domestic industries,
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often disregarding economic orthodoxy.
The Trump-era tariffs marked a sharp break
from the post-war consensus, but they also
reflected a broader, global phenomenon: the
return of economic nationalism.

While reciprocal tariffs have historically
been associated with increased demand for
the US dollar as a safe-haven currency, the
dollar has weakened amid investor anxiety
over policy unpredictability and a potential
economic slowdown. Speculation that the
Federal Reserve may cut interest rates to
buffer against recessionary pressures has

further weighed on the dollar. At the same
time, the usual inflationary consequences of
tariffs persist, pushing some central banks
towards monetary tightening—despite global
calls for policy caution.

De-dollarisation has gained traction,
particularly among BRICS nations, which
have explored alternative settlement systems
and bilateral trade agreements in local
currencies. The current trade shocks will
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likely push many countries to seek greater
financial autonomy not only as a form of
sovereignty but to hedge against future
volatility in dollar-denominated trade.

In the private sector, the response to
rising tariffs has been no less transformative.
Multinational firms have begun to diversify
supply chains, embracing what economists
call the “China+l” strategy: maintaining
Chinese operations while adding production
bases in countries such as Vietnam, Indonesia,
and Mexico. Some companies have opted for
nearshoring, bringing production closer to

home. Others are exploring “friendshoring,”
sourcing goods only from politically aligned
nations. These strategies, while aimed at
minimising risk, represent a significant
departure from the efliciency-driven logic
that previously dominated global trade. They
signal a world where resilience trumps cost-
cutting—a world in which global integration
no longer feels inevitable.

Financial indicators strongly suggest the
onset of a mild global recession. Defensive
stocks are outperforming cyclical ones,
especially in sectors like consumer staples
and utilities, while airline and carmaker
stocks have plunged. The gap between
cyclical and defensive stock performance
is the widest since the Covid lockdowns in
2020. Global indices like the MSCI World have
fallen sharply, with US and European markets
experiencing similar declines. Investment
banks have delayed IPOs, and analysts from
institutions like JPMorgan Chase have raised
recession forecasts to 60 percent.

Key sectors such as semiconductors,
critical minerals, and pharmaceuticals are
under close watch. In agriculture, tariffs
have destabilised markets and increased the
cost of essential equipment and fertilisers.
In manufacturing, particularly in small and
medium enterprises, increased input costs
have pushed many to the brink. The complex
web of intermediaries—suppliers, logistics
companies, retailers—must now absorb and
adapt to constant uncertainty.

As policymakers and institutions grapple
with these challenges, a broader question
looms: what kind of global economy do we
want to build?

If cariffs and retaliations become the norm
rather than the exception, the risk is not
just slower growth or higher prices—it is the
erosion of trust. Trust that trade can benelfit
more than a privileged few. Trust that rules
and dialogue can replace confrontation.
Trust that economic interdependence,
carefully managed, can prevent conflict
rather than provoke it. To navigate the
changing trade system, global resilience
must be redefined. It will require investments
in digital infrastructure, diversification of
trade partnerships, education systems that
prepare citizens for technological change,
and institutions capable of managing shared
challenges.



