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The report highlighted 
a series of disruptions 
between 2017 and 
2026, including climate 
vulnerability, the Rohingya 
crisis, a prolonged 
macroeconomic slowdown 
that predated the regime 
change, the Covid-19 
pandemic, the Russia-
Ukraine war, inflation, and 
pressure on the balance of 
payments.

It also noted that while 
Bangladesh meets all three 
criteria for graduation, 
significant risks persist, 
including the loss of trade 
preferences, fiscal and 
financial vulnerabilities 
and weak institutional 
coordination.

The report stressed the 
need for urgent reforms, 
stronger implementation 
capacity, adequate policy 
space and a whole-of-
society approach to ensure 
a smooth and sustainable 
transition.

It added that a difficult 
political changeover 
and prolonged 
macroeconomic stress 
have eroded socio-
economic gains, 
increasing risks linked to 
graduation.

Rising import costs for 
fossil fuels have created 

operational constraints, 
with gas shortages 
worsening due to the 
Middle East conflict, the 
report said. Economic 
growth slowed from 7.1 
percent in FY22 to 3.5 
percent in FY25, weakening 
momentum ahead of 
graduation. 

Inflation has outpaced 
wages, pushing millions 
into hardship and 
vulnerability.

Private investment 
has also weakened, with 
capital machinery imports 
falling from $5.1 billion 
to $2.8 billion during the 
2019-2024 period. The 
labour market has also 
come under pressure, with 
nearly 1.9 million jobs 
lost between 2023 and 
2024, disproportionately 
affecting women.

The financial sector 
remains fragile, with non-
performing loans currently 
rising to 30.8 percent. 

Fiscal space is also 
constrained, as revenue 
stands at just 6.8 percent 
of GDP, while interest 
payments absorb 36 
percent of tax revenue. This 
has pushed the country’s 
debt distress risk from low 
to moderate.

Exports have declined 
for eight consecutive 

months, with US tariffs 
and volatile global trade 
conditions adding further 
pressure.

The report said that 
Bangladesh’s readiness 
for the loss of trade-
related support measures 
remains weak, with nearly 
75 percent of exports 
dependent on LDC-specific 
duty-free access.

A recent UN Trade and 
Development assessment 
estimated that Bangladesh 
could lose more than $17.5 
billion in annual exports 
after graduation.

Ambassador Salahuddin 
Noman Chowdhury, 
Bangladesh’s permanent 
representative to the United 
Nations, on Thursday urged 
the UN to allow more time 
for the country’s transition 
out of the LDC category, 
citing global economic and 
geopolitical instability.

Speaking during the 
general debate of the 
“ECOSOC Financing for 
Development Forum 2026” 
at UN headquarters in New 
York, he said geopolitical 
conflicts, shrinking aid, 
climate shocks and energy 
uncertainty are making it 
increasingly difficult for 
graduating countries to 
prepare for life after LDC 
status.
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are normal working 
transactions.

Chowdhury echoed the 
governor, saying he felt 
“deeply saddened” by the 
rumours. 

“During our political 
movement, we repeatedly 
protested against 
printing money and the 
government borrowing 
heavily from banks, which 
crowded out the private 
sector,” Chowdhury said 
at a separate pre-budget 
discussion with editors 
and senior journalists. “We 
cannot deviate from our 
manifesto promises.”

At the ERF meeting, 
Chowdhury blamed the 
country’s deep economic 
distress on a legacy of 
“political patronage” that 
had allowed the state to fall 
“into the hands of oligarchs.” 
This crony capitalism, he 
argued, allowed a select 
few to evade taxes with 
no barriers, causing the 
nation’s tax-to-GDP ratio to 
plummet from 11 percent to 
below 7 percent at present. 

“The financial sector 
became so heavily 
politicised that banks have 
essentially been emptied, 
and the stock market was 
looted,” the minister said.

Outlining the scale of 
the crisis, Chowdhury 

Oil prices end 
volatile session
REUTERS, New York/London

Oil prices whipsawed in volatile trade on Friday, 
but were  higher on the week, as traders weighed 
supply disruptions against the potential restart 
of peace talks between the US and Iran that could 
help limit those disruptions.

Brent crude futures settled at $105.33 a barrel, 
rising 26 cents, or about 0.3 percent. US West 
Texas Intermediate futures settled at $94.40  a 
barrel, falling $1.45, or 1.5 percent.

For the week, Brent gained about 16 percent 
and WTI rose nearly 13 percent.

Crude futures gave  back early gains after 
Reuters reported that Iranian Foreign Minister 
Abbas Araqchi was expected to arrive in Islamabad 
late on Friday to discuss proposals for resuming 
peace talks with the US after talks collapsed earlier 
this  week.

Prices fell further after CNN reported that US 
President Donald Trump was sending special 
envoy Steve Witkoff and Jared Kushner to  Pakistan 
for talks with Iran’s foreign minister.

STAR BUSINESS REPORT

Raising tax rates on high-income 
earners without expanding the tax net 
could backfire, potentially encouraging 
money laundering and capital flight, the 
Metropolitan Chamber of Commerce and 
Industry (MCCI) said yesterday.

“Raising tax rates on high-income 
taxpayers may discourage compliant 
taxpayers and increase the risks of tax 
evasion or capital flight,” MCCI President 
Kamran T Rahman said while presenting 
budget proposals for the upcoming fiscal 
year 2026-27 at a pre-budget discussion 
with the National Board of Revenue (NBR) 
in Dhaka.

“In the context of regional competition, 
it is essential to keep tax rates reasonable. 
Expanding the tax base, rather than 

increasing tax rates, could be a more 
effective and sustainable solution for 
boosting revenue,” he added.

The chamber said maintaining a 
rational and predictable tax regime is 
essential to retain investment and ensure 
compliance in the region marked by 
growing tax competition.

The trade body recommended 
broadening the tax base to bring more 
individuals and businesses, particularly 
from the informal sector.

Currently, despite having more than 
one crore registered taxpayers with 
electronic tax identification numbers 
(e-TINs), fewer than half regularly file 
returns, pointing to a structural weakness 
in the system.

The MCCI proposed introducing a 
symbolic minimum tax, ranging from Tk 

100 to Tk 1,000 annually, along with a 
simplified one-page digital return-filing 
system via mobile applications.

“This would encourage first-time 
taxpayers to enter the formal system and 
gradually build a culture of compliance,” 
Rahman said.

The chamber also flagged concerns over 
the effective tax rate faced by businesses, 
noting that multiple layers of advance 
income tax (AIT), tax deducted at source 
(TDS), and various conditionalities often 
push the actual burden to as high as 40–50 
percent, far exceeding statutory rates.

Such distortions reduce the benefits of 
nominal tax cuts and create disincentives 
for formal business operations, it said.

MCCI urged policymakers to move 
towards a simplified, income-based 
taxation system, reduce conditionalities 

tied to corporate tax rates, and accelerate 
digital integration across income tax, 
VAT, and customs platforms.

It also called for easing compliance 
requirements, such as the Proof of 
Submission of Return (PSR), rationalising 
VAT rates, and ensuring faster, automated 
input tax credit mechanisms.

For small and medium enterprises 
(SMEs), which form the backbone of 
employment and industrial growth, the 
chamber recommended targeted tax 
relief, lower turnover taxes, and reduced 
duties on raw materials to enhance 
competitiveness.

The MCCI said that revenue policy 
should balance mobilisation and 
facilitation, warning that overly aggressive 
taxation could prove counterproductive in 
an already fragile economic environment.

Higher tax rates may fuel money 
laundering risks: MCCI

Amir Khosru vows not to print money
warned that the private 
sector was now “severely 
u n d e r c a p i t a l i s e d . ” 
Combined with sharp 
currency depreciation 
and high inflation, he 
said, business owners have 
been seeing their working 
capital erode, leading to 
widespread job losses.

Addressing pressure 
from multilateral lenders to 
quickly increase revenues, 
he offered a stark reality 
check. “Raising taxes right 
now is an extremely difficult 
task,” he said. “When 
institutions like the IMF and 
the World Bank push for 
a higher tax-to-GDP ratio, 
you must understand the 
situation before demanding 
reforms.”

“We cannot act like 
dictators and forcefully 
extract money from those 
who simply cannot afford 
to pay,” he said.

Instead, the government 
is focusing on restructuring 
the tax framework, which 
Chowdhury described as 
historically “half-baked -- 
much like an undercooked 

cake that is unfit for 
consumption.” A new 
committee has been formed 
to separate tax policy from 
execution, ensuring future 
policies “genuinely reflect 
the will of the people.”

To revive economic 
growth without fuelling 
inflation, the minister 
promised a sweeping 
deregulation drive to slash 
the “cost of doing business,” 
which he said is artificially 
inflated by port delays, 
customs bureaucracy, and 
road extortion. Deploying 
police to inspect consumer 
markets “will not solve the 
issue,” he said; instead, the 
government must “fix the 
supply chain.”

Chowdhury also 
outlined a strategy to 
“democratise the economy” 
by shifting focus toward 
small and medium-sized 
enterprises (SMEs) and 
the grassroots workforce. 
“We need mega-industries, 
yes, but the SME sector 
is the true engine of 
employment,” he said.

The administration 

is rolling out a “Family 
Card” scheme -- a direct 
cash transfer designed to 
empower female heads of 
households and alleviate 
poverty -- alongside a push for 
universal primary healthcare, 
which Chowdhury likened to 
an “indirect cash transfer” 
that protects households’ 
standards of living.

The minister pledged 
to restore the integrity 
of state data, referencing 
allegations that the 
Bangladesh Bureau 
of Statistics (BBS) had 

historically understated 
population figures

 to artificially inflate per 
capita GDP.

“Institutions like the BBS 
must be kept entirely free 
from political interference,” 
he said. “I cannot simply 
summon BBS officials and 
dictate what numbers 
they should publish; their 
independence must be 
maintained.”

ERF President Doulot 
Akter Mala and General 
Secretary Abul Kashem also 
spoke at the discussion.


