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China factory activity stalls in
May as demand weakens

REUTERS, Beijing

China’s factory activity stalled in May as new export
orders contracted and input costs kept rising, an official
survey showed on Sunday, adding to concerns the
world’s second-largest economy is losing momentum
despite pockets of strength in services and high-tech

manufacturing.

The official manufacturing purchasing managers’
index (PMI) dropped to 50 from 50.3 in April, matching
the forecastin a Reuters poll of economists and straddling
the 50-mark separating growth from contraction,
according to a survey by the National Bureau of Statistics

(NBS).

It was the lowest reading in three months and followed

data earlier in May showing China’s growth momentum

cooled in April despite a rebound in exports.

Supply improved while demand weakened, as the sub-
indexes for production and new orders came in at 51.2
and 49.9 in the manufacturing PMI survey.

New export orders fell more sharply, dropping to 48.6
from 50.3 in April, heaping pressure on policymakers to
reduce the economy’s reliance on overseas demand and

strengthen domestic consumption.

“The slowdown in foreign demand was particularly
prominent ... mainly due to a marked contraction in
the exports from the consumer goods manufacturing
sector,” said Wen Tao, an analyst at the China Logistics

Information Center.

Weakness in the property market, employment and
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People work on a production line, manufacturing tank
containers at a factory in Nantong, Jiangsu province.

consumer spending continues to dampen growth,
leaving China reliant on global demand to absorb goods
produced by its manufacturing sector.

China’s government has vowed to address the supply-

demand mismatch and has set a less ambitious GDP

growth target for 2026, allowing more room for reforms.
COST PRESSURES LINGER
External pressures have added to the strain on
manufacturers. The US-Israeli war with Iran, which

started in late February and led to the effective closure

of the strategic Strait of Hormuz, has sent energy prices

India’s forex
reserves fall to
one-year low

surging, threatening to squeeze manufacturers’ profits
as COSLS soar.

The gauge for raw material prices in the manufacturing
PMI survey came in at 60.5, down from 63.7 in April but
still well above the 50-point mark, suggesting input costs
continued to rise, albeit at a slower pace.

“The purchase price index remained in expansionary
territory, showing that raw material prices continued
to rise, which also kept prices at the product end
increasing,” Wen said.

For Chinese manufacturers, external factors have had
an uneven impact. The petrochemical sector and other
upstream industries have borne the brunt of imported
producer price inflation, but stockpiling by buyers
concerned about further cost hikes as well as global
demand for semiconductors and other Al related goods
have bolstered advanced manufacturing.

High-tech and equipment manufacturing outperformed
the overall sector in May, logging PMI readings of 52.9 and
52.1, NBS data showed. Activity in high-energy-consuming
industries, meanwhile, contracted.

A summit between Chinese and US leaders in Beijing in
mid-May did not result in an extension of the trade truce
the two governments reached late last year, although the
two sides agreed to explore areas for tariff cuts on goods
worth some $30 billion from each.

The non-manufacturing PMI, which includes services
and construction, rose to 50.1 from 49.4 in April, NBS
data showed, helped by a surge in travel spending during
the five-day May Day holiday at the start of the month.

India’s foreign exchange reserves fell to a more
than one-year low of $681.4 billion in the week
ended May 22, from $688.89 billion a week earlier,
the Reserve Bank of India (RBI) data showed on
Friday.

The $7.5 billion decline was largely due to a $4.5
billion fall in the value of the central bank’s gold
holdings, week-on-week.

The value of the RBI's foreign currency assets
also shrunk by nearly $3 billion to $543 billion.

Changes in foreign currency assets, expressed
in dollar terms, include the effect of appreciation
or depreciation of other currencies in the reserves.

The RBI has been selling dollars to defend the
beleaguered rupee, which has declined 4 percent
since the US-Iran war began, as surging energy
prices sparked capital outflows and clouded
India’s macroeconomic outlook.

In the week to which the data pertains, the
rupee slid to a record low of 96.96 per dollar
before being shored up by firm RBI intervention
over multiple trading sessions, including likely on
Friday.

It ended the session at 95 per dollar, up 0.7
percent week-on-week. Foreign exchange reserves
include India’s Reserve Tranche position in the
International Monetary Fund.

Why rawhide prices fall
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In his view, the core problem is cash.

He said businesses do not have
suflicient working capital to buy at
the government fixed rates during
the peak collection period.

Mohammed Abu Eusuf, professor
of development studies at Dhaka
University, said Bangladesh’s leather
sector is trapped in a cycle of low
prices, weak demand and missed
export potential.

He said the country stays in the
loop because the compliance and
governance problems have not been
addressed.

Government  price-setting  has
not been effectively enforced, he
said, leaving seasonal traders to
absorb losses. Unless the sector
generates stronger demand and
meets international environmental
standards, conditions are unlikely to
change.

He noted that tanneries with LTWG
certification are picking up solid export
orders. However, much of the industry
is excluded from such opportunities
because the Savar Tannery FEstate
remains non-compliant, leaving most
leather produced there tied to lower-
priced markets, including China.

Md Mizanur Rahman, professor
and director of the Institute of Leather
Engineering and Technology at Dhaka
University, traced the pressure on
rawhide prices back to 2012, when
international buyers began enforcing
stricter environmental and compliance
requirements.

Before that, Bangladeshi tanneries
exported wet blue leather with fewer
restrictions. As buyers in Europe and
North America tightened standards,

access to those markets increasingly
depended on certification and
environmental performance.

Rahman said the government moved
tanneries from Hazaribagh to Savar to
address environmental concerns, but
the CETP has not delivered the level of
compliance required by global buyers.
Asaresult, many tanneries have shifted
towards lower-priced markets, limiting
what they can pay for rawhides.

The main driver of falling rawhide
prices is weak tannery demand, not
a cartel, Rahman said. “If there were
strong demand, prices would naturally
rise.”

Md Abdur Rahim Khan, additional
secretary and head of the Export Wing
at the Ministry of Commerce, said
price issues in the rawhide market are
mainly linked to quality, handling and
coordination across the supply chain
rather than administrative factors.

He said that during FEid-ul-Azha,
large-scale slaughtering by unskilled
butchers often leads to torn or
damaged hides, reducing their value
even when salt is applied.

He added that salt-treated hides
generally receive government-fixed
prices, but unsalted or poorly handled
hides do not fetch expected rates.

Commerce Minister Khandakar
Abdul Muktadir said the decline in
rawhide prices in recent years is mainly
due to structural problems within the
industry.

He said the relocation of tanneries
from Hazaribagh was the right
decision, but the process was poorly
managed, leaving many tanneries
unable to restart operations properly.

He pointed out that the CETP at
Savar, designed for a capacity of 25,000

Leather sector loses billions
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enormous  strain - on  processing
capacity and making efficient handling
critical to securing better prices.

The DU professor said the lack
of internationally compliant
environmental infrastructure at the
Savar Tannery Industrial Estate has
further limited the sector’s ability to
move up the value chain.

Md Tipu Sultan, chairman of the
Bangladesh Finished Leather, Leather
Goods and Footwear Exporters
Association (BFLLFEA), said the
country’s leather sector continues (o
receive lower prices in international
markets mainly because many
factories have yet to meet globally
recognised compliance standards.

“If we can move quickly on these
issues, it will make a significant
difference,” he said.

The compliance gap is the
central obstacle for the sector’s
growth, he noted, stating that only
a handful of factories currently
hold the internationally recognised
certifications required by buyers
in the United States and European
markets.

“One or two compliant factories
are not enough. If at least 50 out of
around 150 factories can achieve
those standards, more compliance-

focused buyers will source products
from Bangladesh,” Sultan said.

“If we can move quickly on these
issues, it will make a significant
difference,” he added.

If progress continues, he said,
many of the recurring problems
facing the leather sector could be
resolved before the next Fid-ul-Azha
season.

At the factory level, the frustration
runs deeper. Md Salauddin Ahmed,
managing director of New Kajol
Tannery Ltd and treasurer of the
BFLLFEA, traces the industry’s
current predicament to the forced
relocation  of  tanneries  from
Hazaribagh to Savar - a move the
government promised would come
with full infrastructure support.

“The government shifted us to
Savar with the promise of providing
all necessary facilities. But many
factories moved before essential
infrastructure was ready,” he said.

Even years after the relocation,
several tanneries still face shortages
of gas and other utilities, while the
central effluent treatment plant
(CETP) has vet to operate at the
expected standard, he added.

These shortcomings have
prevented the sector from obtaining
internationally recognised

Govt plans refund system

FROM PAGE B1

However, he said the effectiveness of
the system will depend on how well
existing rules on minimum tax and
refunds are aligned.

Barua said the  proposed
timeline for individual taxpayers
is encouraging, but warned that
the three-year waiting period for
corporate refunds could create
liquidity pressures for businesses.
“The three-year wait for corporate
refunds is too long. It effectively locks
up working capital that businesses
need for daily operations and

growth,” he said.

He also stressed the need for full
digitisation of the refund process.

“For the reform to work in practice,
the NBR must fully digitise the refund
process. A strong digital system would
reduce paperwork, cut delays, and
minimise harassment. Ultimately, the
success of this initiative will depend
not only on the law, but also on how
efficiently refunds are processed in
practice,” Barua added.

However, former NBR member
Apurba Kanti Das sees a challenge.
“The proposal is a positive step,

cubic metres, is currently operating at
only 14,000 to 17,000 cubic metres,
around 60 percent of capacity.

According to the commerce
minister, this shortfall, combined with
limited processing and compliance
infrastructure, has weakened overall
efficiency in the sector.

Muktadir said compliance has
become essential for accessing better
international prices, measured through
the IWG certification.

“Without this certification, factories
are considered non-compliant and are
excluded from reputable international
buyers, including those purchasing
finished leather goods and crust
leather.”

He added that compared with the
Hazaribagh period, there are now fewer
processors and manufacturers. As a
result, the sector cannot absorb the
large volume of hides generated during
Fid-ul-Azha, creating a supply and
demand imbalance and pushing prices
down.

He explained that while CETP
capacity constraints preventimmediate
full-scale processing, there is no major
issue if leather is processed gradually
over six to eight months.

The minister said an Italian
company is studying the CETP to
identify technical solutions for its
underperformance. A  report is
expected in June or early July, after
which corrective steps will be taken
to restore full 25,000 cubic metre

capacity.
Besides, individual effluent
treatment  plants  will  become

mandatory for large tanneries, with
government support through technical
assistance and loans, said Muktadir.

certifications, including approval
from the Leather Working Group
(LWG), a key requirement for
supplying many global brands.

“As a result, major European
buyers are not coming to Bangladesh.
We are largely dependent on Chinese
buyers, who currently dictate prices,”
Ahmed said.

That dependence shows in the
margins. Processed leather is selling
at $0.50-0.55 per square foot, barely
enough to cover costs. With most
chemicals imported and the dollar
strengthening, even cheap raw hides
offer little relief.

“We import most of our chemicals,
and costs have risen sharply due to
the stronger dollar. Even when we
purchase raw hides at relatively low
prices, we struggle to make a profit,”
he said.

According to Ahmed, the lack of
buyer diversification has weakened
the industry’s bargaining power and
contributed to the decline in hide

prices.
“If' we can ensure proper
environmental  compliance and

secure LWG certification, European
and other international buyers will
return. Then we can sell leather at
much better prices and pay higher
prices for raw hides as well,” he said.

but the real challenge will be
implementation,” he said.

He added that although
Bangladesh  already has legal
provisions for tax refunds, taxpayers
rarely receive them in practice due
to lengthy verification processes and
administrative complexities.

When asked about the three
year refund period, a senior NBR
official said immediate refunds could
discourage taxpayers from adjusting
their credits against [uture liabilities.

“That is why the NBR is proposing
this structure,” the official added.

Rising exports lower US
o00ds trade delicit

REUTERS, Washington boom is largely dependent on would be $86.5 billion.
...................................................................... imports, including computer chips. Goods exports increased 4.0
The US trade deficit in goods “Seemingly relentless Al percent to $219.7 billion. There was a

contracted more than expected in
April as a surge in exports blunted
rising imports, but economists
cautioned the trend was unlikely
to be sustainable, with businesses
ramping up investment in artificial
intelligence.

The advance report from the
Commerce Department on Friday
suggested the three-month US-
backed war with Iran, which has
disrupted shipping in the Strait of
Hormuz, had yet to have a significant
impact on the nation’s trade flows.
The artificial intelligence spending

investment and growth outside the
tech sector should propel imports,”
said Oren Klachkin, financial market
economist at Nationwide. “Export
growth is likely to be relatively
more subdued as the Iran stalemate
weighs on overseas demand, though
solid energy shipments will provide
some offset.”

The goods trade gap narrowed
3.4 percent, or $2.9 billion, to $82.4
billion last month, the Commerce
Department’s Census Bureau said.
Economists polled by Reuters had
forecast the goods trade deficit

7.5 percent jump in exports of capital
goods. Consumer goods exports
shot up 7.8 percent, while exports
of industrial supplies, which include
petroleum, increased 2.1 percent.

“The oil export windfall must
have been offset by higher prices for
other critical materials imported
from Persian Gulf nations, such
as fertiliser and aluminum,” said
Carl Weinberg, chief economist at
High Frequency Economics. “So as
expected, the net outcome was a
bit less than the energy price spike
suggests.”
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Request for Expression of Interest (REOI) for Bangladesh Industry Research
Development & Innovation (BIRDI) Grants

No. FD/SICIP/BIRDI149/2024/1676 Date: 24.05.2026

1. The Finance Division, Ministry of Finance, Government of Bangladesh, is implementing the
Skills for Industry Competitiveness and Innovation Program (SICIP) with financial
assistance from the Asian Development Bank (ADB). The program aims to develop a skilled
workforce through advanced technical and competency-based training across the country.
SICIP seeks to establish a robust quality assurance mechanism, enabling effective
collaboration between training institutions and industries to foster human resource
development in priority industry sectors.

2. Under output-2 of Scheme 1 (Advanced Technical Skills, Managerial Capability, and R&D-
Driven Innovation Capacity Development for Priority and Emerging Industries) of SICIP
Bangladesh Industry Research Development & Innovation (BIRDI) Grants has been
introduced to support industry-ariented research, development, and innovation.

3. The BIRDI Grants are designed to:

= Promote applied, industry-driven R&D for innovative solutions to create value added

praducts, improved industrial processes and environmentally friendly technologies.

- Establish industry and academia partnerships for collaborative innowvation and
advanced skill development.
Facilitate technology transfer and
production
= Support to enhance industry capacity for innovation to increase productivity and global

market competitiveness.

- Increase participation of industries in RDI activities and to accelerate integration of
green technology and climate resilient practices for sustainable development.

best industrial

inclusion of global practices in

4. Eligibility Criteria: Applicants must fall under one or more of the following categories:
= An academic entity or training institutions based in Bangladesh.
- A student team within any academic entity based in Bangladesh and
comprehensively supervised by an academic faculty.
- An industry entity based in Bangladesh.
- An individual endorsed by industry and preferably by a registered educational/
research/ training institutions based within Bangladesh.

Applicants fall under any of the following category shall not be eligible to apply:
- Unregistered business entity or academic institution

= A defense related or aligned institution or industry (including supplies)
= Not compliant with laws of Bangladesh, including required licenses, permits

5. SICIP now invites eligible applicants to submit their Expression of Interest (EOI) using the

standard ECI template available on the official BIRDI website:
https:/fbirdi.sicip.gov.bd. Only online submissions wvia the BIRDI website will be
considered for evaluation. (Detailed BIRDI Guidelines may be wviewed from

https://sicip.gov.bd/resources/birdif)
6. EOIls will be shortlisted based on the following key factors:

= Clear definition of the industry problem and the proposed R&D-based solution (visual
aids optional).

- Description of academic and industry partners, including background and history of
collaboration.

= Demonstrated value to industry in terms of efficiency, competitiveness, and economic
impact.
Commitment to ethical practices and sustainable development principles.
Concrete plans to generate higher-skilled employment within the target sector.

= Anticipated long-term impact on research, academic curricula, and academia-industry
collaboration.

7. The deadline for submission of EOls is 11:59 PM (Bangladesh time), 30 June
2026. It is important to note that there will be a workshop on EQI submission. The details
of the workshop will be available upon registering in the BIRDI portal. EOQIl submission will
be activated after the workshop. SICIP will not be responsible for any cosis associated
with the workshop participation, preparation or submission of EQIls. SICIP reserves the
right to accept or reject any or all EQls without assigning any reason.

For further information, please contact:

Mohammed Walid Hossain

Executive Program Director

Skills for Industry Competitiveness and Innovation Program (SICIP)
Probashi Kallyan Bhaban (15th Floor),

T71=72 Oid Elephant Road, Eskaton Garden, Dhaka-1000

Phone: +B80-2-55138753-5 (PABX)

Fax: +880-2-55138752 GD-1249




