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Executive Summary

Economic activity maintained its momentum in Q3FY19, in line with projected 8.1 percent GDP 
growth in FY19 supported by both strong domestic and external demand. A pick-up in remittance 
inflows (14.2 percent growth), and acceleration in government's mega project implementation 
helped boost domestic demand. On the production side, growth impetus largely came from the 
industry sector, favored by substantial improvement in electricity generation. In addition, buoyant 
service sector activities along with bumper agricultural production further spurred growth 
dynamics. An uptrend in export growth has been maintained by the continued external demand.   

Headline CPI inflation (point-to-point) inched up to 5.55 percent in March 2019 after came down to 
a 15-month low of 5.35 percent in December 2018, driven by food inflation. Higher prices of fish, 
vegetables, and fruits led to an increase in food inflation to 5.72 percent in March 2019 from 5.28 
percent in December 2018. Non-food inflation (point-to-point), which had been broadly stable at 
around 5.50 percent since November 2018, dropped to 5.29 percent in March 2019. 
Notwithstanding, 12-month average headline inflation kept falling and reached 5.48 percent in 
March 2019. But non-food inflation (12 month average) edged up during Q3FY19. 

In Q3FY19, the overall balance of payment witnessed a surplus of USD 184 million, arose mainly 
from an improvement  in primary income account due to a strong inflow of remittance, and a decline 
of deficit in trade balance (USD 936 million in Q3FY19 compared to USD 2078 million in Q2FY19) 
caused by   moderation in import demand. Nonetheless, BDT experienced moderate depreciation 
during this period, suggesting a transient liquidity mismatch in the foreign exchange market. To 
avoid excessive volatilities of the exchange rate, Bangladesh Bank continued selling USD. 

Among the money market aggregates, reserve money and broad money (M2) grew by 6.0 percent 
and 10.9 percent respectively, remaining within the programmed ceiling of 7.0 percent and 12.0 
percent respectively, for H2FY19. Despite a lower-than-targeted growth in private credit (12.4 
percent against the target of 16.5 percent), strong growth in government's bank borrowing kept M2 
growth on track. With falling excess liquidity in the banking system, inter-bank call money rate, and 
yields on various government securities showed some up-tick during Q3FY19. Excess liquidity in the 
banking system squeezed owing to slower deposit growth, a significant increase in currency outside 
banks, and a rise in non-performing loans. Non-performing loan in the banking system rose to 11.9 
percent in March 2019 from 10.3 percent in December 2018, leading to a provision shortfall of BDT 
88.6 billion.

On the fiscal side, revenue collection improved and ADP expenditure speed up in Q3FY19. Fiscal 
balance edged down and as in the recent past, deficit financing mostly relied on non-bank 
borrowings.

Looking ahead, growth prospect is favorable owing to continued solid domestic demand in near 
future with falling inflation. However, the global economic slowdown including USA and EU, 
uncertainties linger amid US-China trade conflicts, tightening financial condition in global market, 
delayed Brexit deal along with rising NPL, and tightening liquidity condition on the domestic side 
are likely to pose downside risk  to growth momentum. A good financial and fiscal policy measures 
would require maintaining growth and price stability.
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Developments in the Real Economy

1.1   The solid economic activities continued in Q3 FY19, supported by strong domestic and 
external demand. The strong remittance inflows (14.2 percent growth), higher ADP utilization and 
scaled up mega project development activities propelled the domestic demand. External demand 
underpinned by sustained export growth (8.5 percent) during the quarter under review. In addition, 
economic activities speed up supported by the substantial electricity generation in Q3FY19. 

1.3      As in recent past, the industry sector performance mostly driven by manufacturing activities 
that remained buoyant in Q3FY19, supported by both domestic and external demand. Latest 
available data of February 2019 showed a growth of 11.8 percent in the large and medium scale 
manufacturing output driven mainly by the growth in motor vehicles and trailers (181.5 percent), 
computer, electronic and optical product (75.8 percent), chemical and chemical products (34.8 

Source: BB staff's calculation based on BBS data   Source: Department of Agriculture Extension 
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1.2   The agricultural activities remained 
strong in Q3FY with bumper production of 
aman and cultivation of boro rice crop-which 
are two main crops in Bangladesh. Though 
Department of Agriculture Extension (DAE) 
has not finalized boro production data yet, 
available information indicates   a bumper 
production in this year. Among the non-rice 
crops, maize production also showed a good 
performance due to favorable weather 
conditions and absence of any major crop 
disease. Despite a fall in the acreage of jute 
production, better crop management and 
timely availability of inputs led to a 
reasonable jute production in this year. 

  Source: BB Staff's calculation based on BBS data 
* Based on February  2019
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1.4     The service sector activities present a mixed trend, reflected in various indirect indicators, 
albeit an intense growth in agriculture and industry sector activities. Among the available indirect 
indicators, cargo volume through ports grew by (11.5 percent) in Q3FY19 though credit to trade 
and commerce increased by 16.0 percent during this period, credit to transport registered a 
decelerated growth of 8.6 percent.

II. Price Developments

2.1    Headline CPI (12-month average) inflation has been edging down since May 2018 and 
reached to 5.48 percent in March 2019, supported by the continuous fall in p-t-p food inflation 
over the first 8 months of  FY19. The decomposition of headline inflation shows that of the 5.48 
percent inflation of Q3FY19, almost three-fourths of the increase (3.51 percent) came from food

percent), pharmaceuticals products (32.3 percent), leather and related products (12.2 percent), 
wearing apparel (11.8 percent),  printing and reproduction of recorded media (11.4 
percent), The growth of apparels manufacturing benefitted from the shifting of global demand 
of RMG products from China in the wake of trade war (imposition of high tariffs by both 
countries) between China and the USA. In addition, construction activities remained active 
during this period reflected in considerable growth in clinker import (40.5 percent), iron and 
steel production (18.6 percent), and credit to the construction sector (16.8 percent).  

Chart 1.4  Heat Map for Large and Medium Scale Manufacturing Output Growth 
                 (In percent)
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2.2     Headline CPI inflation (point-to-point) 
started rising from January, 2019 and reached 
5.55 percent in Q3FY19, driven mainly by food 
inflation. A hike in non-cereal food prices, 
especially of fish, meat, vegetables, and edible 
oil were the main drivers to increase food 
inflation during the quarter under review. 
Non-food inflation dropped to 5.29 percent in 
March 2019; however, it was higher than the 
same quarter of the previous year, driven by 
fuel price hike and rising cost of treatment and 
transport  (Chart II.3). 

 

  Source: Bangladesh Bureau of Statistics  Source: BB staffs calculation based on BBS data 
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2.3      Global commodity prices gained momentum in the third quarter of FY19 due to improved 
growth prospects. Energy prices surged 10 percent in the quarter under review compared to the 
preceding quarter mainly due to a steady increase in oil prices for subsequent production cuts by 
OPEC and its partners along with supply disruptions and increase in global oil consumption 
(Chart II.4). Non-Energy prices rose by 2 percent in response to large price increases in metals 
and minerals. 

inflation and the rest (1.97 percent) from non-food inflation. But the role of non- food inflation 
in headline inflation has been increasing since Q1FY19. (Chart II.2).   
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2.4       The regional inflation follows an upward movement during Q3 FY19. Inflation in both 
India and Sri Lanka increased to 2.9 percent in Q3 FY19 from 2.2 percent and 0.4 percent 
respectively in Q2 FY19. Whereas inflation in Pakistan increased by more than 50 percent to 9.4 
percent compared to 6.2 percent during the previous quarter (Chart II.5).

2.5     Looking ahead, a wave of global spillovers such as weakening global growth and trade, 
tightened financial conditions with high volatility in international oil prices may pose some risks 
to inflation momentum. In the domestic front, declining rice import as well as bumper crop 
harvest along with falling world food prices, however, enable the economy to absorb the global 
spillovers effect of energy and non-energy on domestic inflation.

III. Money and Credit Market Developments

3.1       In Q3FY19, reserve money (RM) and broad money (M2) broadly followed the programmed 
path. Despite a lower-than-targeted growth in private credit, a turnaround in government 
borrowing with huge positive growth kept M2 on track. However, excess liquidity in the banking 
system squeezed on slow deposit growth, high non-performing loan and the related provision 
amount, and a significant increase in currency outside banks. Consequently, interbank call money 
rate and yields on various government securities edged up during this period.

 
Source: World Bank Sources: Central banks and statistics department of

respective  countries. 
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3.2      M2 grew by 10.9 percent  (y/y) in Q3FY19, remaining within the programmed ceiling of 
12.0 percent for FY19, driven mostly by net domestic asset (NDA) growth (13.7 percent), 
though  net foreign asset (NFA) posted a moderate positive growth of 2.5 percent. The strong 
growth in NDA was attained by 25.7 percent growth in government borrowing from the banking 
system, while the growth in credit to private sector moderated further to 12.4 percent in the face 
of moderated import demand. During Q3FY19, RM grew by 6.0 percent, remaining below the 
target of 7.0 percent for FY19, contributed by negative growth of 0.6 percent in its NFA and a 
lower growth of public sector borrowing (14.9 percent in Q3FY19 and 105.6 percent in 
Q2FY19) from Bangladesh Bank. 
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3.3      Overall liquidity in the banking system, 
in terms of both total liquid asset and excess 
liquidity, moderated somewhat in Q3FY19, 
due mainly to recent decelerated deposit 
growth, a considerable increase in currency 
outside bank, and rising non-performing loans. 
During this period, liquid asset in excess of 
SLR percentage of total demand and time 
liabilities (TDTL) declined to 11.2 percent in 
March 2019 from 12.6 percent in December 
2018 (Chart III.3).   Consequently, call money
rate inched up to 4.54 percent in March 2019 from 4.09 percent in December 2018 (Chart 
III.4). However, the spread (difference between weighted average  lending and deposit interest 
rates) edged down to 4.15 percentage point  during this period from 4.23 percentage  point in 
Q2FY19  (Chart III.5).
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3.4     Given the moderation of liquidity in the banking system, the yields on 91-day, 182-day, 
and 364-day T-bill increase to 3.48, 3.67, and 4.28 percent in Q3FY19 from 2.18, 2.96, and 3.40 
percent respectively, in Q2FY19 (Chart III.6). The yield curve for 5-year or shorter maturity 
bonds shifted significantly to the left (Chart III.7), against a relatively flat yield curve for 
long-term (10-year or greater) bonds.
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IV. Fiscal Sector Developments

4.1      Fiscal performance improved in Q3FY19 as 
reflected in   revenue collection, expenditure and 
ADP utilization. The moderate growth of revenue 
over expenditure led to lower budget deficit in 
Q3FY19 compared to previous quarter. The entire 
amount of deficit was met from non-bank (60 
percent) and foreign sources (40 percent) during 
the quarter under review.   

4.2   Overall revenue collection grew by 9.0 
percent (y/y) in Q3FY19 due to higher NBR 
revenue earning. In Q3FY19, NBR tax revenue 
collection rose by 8.3 percent to BDT 553.5 billion 
from Q3FY18. The value added tax (13.6 percent) 
and income tax (14.6 percent) were the main 
driver of NBR revenue collection. During the first 
three quarters, total revenue collection amounted 
to BDT 1847.54 billion which met only 58.4 
percent (7.3 percent of GDP) of revised budget 
target for FY19. 

4.3   The higher current expenditure and ADP 
expenditure led to elevate overall expenditure 
growth in Q3FY19 (Chart IV.2). Total expenditure 
grew by 24.7 percent to BDT 865.4 billion in 
Q3FY19. Of the total expenditure, current 
spending rose by 70.7 percent to BTD 605.4 
billion and ADP expenditure grew by 22.3 percent 
to BDT 337.6 billion. ADP utilization rate stood at 
50.0 percent during the nine month of FY19. 
During the first three quarters, total fiscal 
expenditure amounted to BDT 2549.1 billion 
which was about 57.6 percent of the revised 
budget target of BDT 4425.4 billion for FY19. 
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Chart IV.1:Government Revenue 
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4.4    The fiscal deficit narrowed and reached BDT 209.7 billion in Q3FY19 from BDT 302.8 
billion in the previous quarter due to higher revenue earning.  During the first three quarters, budget 
deficit amounted to BDT 701.6 billion which covered about 55.7 percent of projected deficits of 
BDT 1259.3 billion in revised budget FY19. 
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5.2     Export growth continued its higher pace and recorded 9.2 percent in Q3 FY19, a 10 percent 
growth in ready-made garments (RMG) and 4.25 percent growth in non-RMG exports.  RMG 
export to US markets rose by 13 percent, compared with only 3.8 percent growth during the 
same period of last fiscal year due partly to strong recovery in the US economy along with some 
positive impact of US-China trade dispute. Merchandise imports on the other hand, showed a 
slower 4.0 percent growth during Q3FY19 reflected in the reduction in food grains and capital 
goods imports. However, import of consumer and intermediate goods was the dominant part in 
overall import during the period under review and recorded a moderate 9.8 percent growth.

4.5    The financing structure shows that the entire amount of deficit financing was met from 
nonbank and foreign sources in Q3FY19 (Chart IV.3). The domestic financing, mainly non-bank, 
amounted to BDT 100.5 billion (0.6 percent of GDP) in Q3FY19. The foreign financing amounted 
to BTD 109.2 billion (0.4 percent of GDP) in Q3FY19. The bank financing turned into negative 
territory in Q3FY19 after positive territory in the last two consecutive quarters in FY19 (Chart 
IV.3).

V. External Sector Developments  

5.1     Overall balance turned into positive trajectory in Q3FY19 after negative position in the 
last two consecutive quarters due to narrowing current account deficit and higher inflows in 
financial and capital account.  The higher export growth, moderate import growths, strong 
remittances inflows, and improvement in primary income significantly contributed to reduced 
current account deficit during the quarter. 

  
 Source: Bangladesh Bank Sources: Bangladesh Bank 
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5.3      In Q3FY19, remittances inflows exhibited a strong growth of 14.23 percent compare to 2.4 
percent growth in Q2FY19. Remittances from Gulf region contributed 59 percent to the total 
remittance with highest inflows from Saudi Arabia (which was 18.70 percent). Remittances from 
Asia Pacific, Europe and rest of the world also increased during the quarter under review. 

5.4  The persistent deficits in Current 
account in the last several quarters put some 
upward pressure on exchange rate during the 
quarter under review. The BB intervened 
frequently to avoid excessive volatility in the 
foreign exchange market. As a result, foreign 
exchange reserve edged down to 31.75 
billion at the end of Q3FY19, adequate to 
coverage 5 months of import (Chart V.5). 
Given the recent movements in exchange 
rate of Taka against US Dollar and the shifts 
in major currencies contributed to a gain of 
price competitiveness; NEER and REER depreciated  by 5.1 and 8.4 percent (y/y) respectively at 
the end of March 2019 (Chart V.6). Nominal exchange rate of the most peer countries 
appreciated during the quarter except Pakistan (Chart V.7).

 

Source: BB staff's calculations based on EPB data  Source: BB staff's calculations based on NBR data 
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5.5     The outlook of external sectors in the coming months likely to be favorable if the current 
paces of export growth with remittance inflows continue. Ongoing U.S.-China trade war could 
help to boost Bangladesh's exports in the global market. Moreover, the recent trends of 
depreciation of Taka could provide additional support to boost export.

VI. Banking Sector Performances 

6.1      The indicators of the banking sector showed some concerns during Q3FY19, as reflected in 
the non-performing loan (NPL), capital adequacy, provision shortfall position and liquidity 
conditions. During Q3FY19, overall NPL edged up, driven mainly by the state-owned commercial 
banks (SCBs) and private commercial banks (PCBs).

 

Source: Bangladesh Bank Source: IFS 
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6.3      Overall capitalization in the banking industry remained stable at the end of Q3FY19. The 
CRAR modestly rose from 10.5 percent in Q2FY19 to 11.4 percent in Q3FY19. Private 
commercial banks remained well capitalized with CRAR around 12.7 percent at the end of this 
quarter. Capital position of SCBs registered an improvement from 1.9 percent in Q2FY19 to 6.9 
percent in Q3FY19 (Chart VI.3 and Table VI.3).  

Table 6.1: Comparative Position of Classified Loan and Provision Maintained

6.2     Overall NPL in the banking sector reached its recent high at the end of Q3FY19. Gross NPL 
for private commercial banks (PCBs) rose from 5.54 percent in Q2FY19 to 7.08 percent in 
Q3FY19. Gross NPL for SCBs also increased by 2.2 percentage point to 32.20 percent in 
Q3FY19, reflecting a weaker provisioning (Table 6.1, Table VI.1 and Chart VI.1).  The 
system-wide gross NPL edged up from 10.30 percent to 11.87 percent at the end of this quarter 
(Table VI.2 and Chart VI.2).

-35 -30 -25 -20 -15 -10 -5 0 5 10 15 20 25 30 35

SBs

SCBs

All banks

PCBs

FCBs

Chart VI.3: Capital to Risk Weighted Assets Ratio (CRAR)
(In percent)

Mar. 2019
Dec. 2018

Source: Bangladesh Bank

    
(In billion of BDT) 

Quarter Items SCBs SBs PCBs FCBs All Banks 

Q
4F

Y
18

 Total classified loan 428.5 52.4 389.8 22.7 893.4 
Required provision 252.9 25.0 234.6 16.2 528.8 
Provision maintained 162.0 27.9 242.0 17.0 448.9 
Excess(+)/shortfall(-) -90.9 2.9 7.4 0.7 -79.9 

Q
1F

Y
19

 Total classified loan 480.8 52.4 436.7 23.8 993.7 
Required provision 270.1 25.0 253.1 16.6 564.9 
Provision maintained 177.2 27.9 261.2 17.3 483.6 
Excess(+)/shortfall(-) -92.9 2.9 8.1 0.7 -81.3 

Q
2F

Y
19

 Total classified loan 487.0 47.9 381.4 22.9 939.1 
Required provision 289.3 23.4 241.1 16.6 570.4 
Provision maintained 210.6 25.9 250.2 17.6 504.3 
Excess(+)/shortfall(-) -78.6 2.5 9.0 1.0 -66.1 

Q
3F

Y
19

 Total classified loan 538.8 48.9 499.5 22.6 1109.7 
Required provision 348.6 23.4 282.2 16.5 670.7 
Provision maintained 257.2 25.9 281.5 17.5 582.1 
Excess(+)/shortfall(-) -91.4 2.5 -0.7 1.0 -88.6 
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Table 6.2: Deposit and Advance Position of Scheduled Banks (In percent)

6.4      While growth of deposit increased to 10.1 
percent in Q3FY19, private sector credit growth 
moderated further to 12.5 percent (Chart VI.4). 
Consequently, overall advance deposit ratio 
(ADR) in the banking system remained below 
the maximum regulatory ceiling. In Q3FY19, 
overall ADR inched up to 78.3 percent from 
77.5 percent in Q2FY19 (Chart VI.5 and Table 
6.2). As a result, excess liquidity moderated in 
the banking system in Q3FY19. 
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6.5      Overall liquidity condition in the banking system remained stable and adequate in Q3FY19 
(Table 6.3). Excess liquidity, the excess of CRR and SLR as percent of total demand and time 
liabilities, (TDTL) declined in Q3FY19 (Chart VI.6) from Q2FY19.

Bank groups Year-on- year growth of 
deposit, % 

(excluding interbank)* 

Year-on- year growth of 
advances, % 

(excluding interbank) 

Advance Deposit Ratio 
(ADR) 

Mar. 19 Dec. 18 Mar. 19 Dec. 18 Mar. 19 Dec. 18 
SCBs 6.8 7.7 12.6 14.2 59.6 58.1 
PCBs 11.9 11.5 13.4 14.3 86.2 85.9 
FCBs 25.8 30.7 16.2 15.3 65.1 62.4 
SBs 5.0 4.9 7.3 5.8 79.2 79.2 
All 11.0 11.1 13.2 14.1 78.3 77.5 

Source: Bangladesh Bank. *Adjusted deposits growth for ADR 
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* SLR does not apply to specialized banks as exempted by the Government.
**includes cash in tills, balance with BB in foreign currency, balance with Sonali Bank as an agent of BB, unencumbered 
approved securities and excess reserve (column 4)
Note: According to the circular No-MPD-02, 2013 with effect from February 01, 2014 SLR has been calculated separately 
(excluded CRR) as 13% for conventional banks and 5.5% for Islamic banks of the total demand and time liabilities.  
According to circular No. MPD-01, April 4, 2018, CRR revised to 5.5 percent from 6.5 percent effective from April 15, 2018

Table 6.3: Liquidity Position of the Scheduled Banks 
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6.6   One of the major challenges is to manage stressed assets in the banking sector. The 
judicious surveillance and calibration are needed to handle those stressed assets for stability in 
the banking system. The slower pace in private sector credit growth may be a concern for 
economic growth, thus the focus remains on ensuring that credit goes to productive sectors that 
support inclusive growth and maintain macro-financial stability. 

VII. Capital Market Developments 

7.1     The performance of the capital market improved during Q3FY19 compared to Q2FY19, as 
reflected in price indices, market capitalization, and turnover. The price indices and total 
turnover show an upward trend during the quarter under review. The association between the 
DSE index and the global equity market continued in Q3FY19 due to growing trade and 
financial integration and the increased participation of global portfolio investors in DSE. Market 
capitalization rose 7.3 percent to BDT 3564.7 billion in Q3FY19 from Q2FY19 (Chart VII.1 and 
VII.2).

(In billion of BDT) 

Bank groups 

CRR SLR  

CRR 
require
ment 

Balance 
with BB 
in local 
currency 

Excess(+)/ 
shortfall (-) 
in reserve 

SLR  
SLR eligible 
liquid assets 
of banks** 

Excess(+)/ 
shortfall (-) 
of SLR 

1 2 3 4=3-2 5 6 7=6-5 
As of end-March, 2019 

SCBs 158.4 160.4 2.0 370.9 714.9 344.0 
PCBs (other than 
Islamic) 289.9 283.8 -6.2 685.3 813.1 127.8 
Private Banks (Islamic) 128.4 144.5 16.2 128.4 164.8 36.4 
FCBs 293.2 418.4 125.3 67.5 198.1 130.6 
SBs* 157.8 159.0 1.3 0.0 0.0 0.0 
All 621.8 646.5 24.7 1252.0 1890.8 638.8 

As of end-December, 2018 
SCBs 155.0 176.1 21.1 362.7 720.7 358.0 
PCBs (other than 
Islamic) 280.6 305.8 25.2 663.2 853.4 190.2 
Private Banks (Islamic) 123.0 160.0 37.0 123.0 184.1 61.2 
FCBs 26.5 88.3 61.8 61.1 226.5 165.4 
SBs* 15.6 15.8 0.2 0.0 0.0 0.0 
All 600.6 746.0 145.4 1209.9 1984.7 774.8 

Source: Bangladesh Bank 



7.2       The key indicators of the capital market, the DSE broad index (DSEX) and DSE-30 index 
increased by 2.0 percent and 4.6 percent respectively in Q3FY19 from Q2FY19. But year on 
year comparison, the indices slowed down by 1.9 percent and 6.6 percent respectively in 
Q3FY19 (Chart VII.1 and Table VII.1). Sector- wise index1 shows that food and allied product 
reached the highest (4565) while banking sector remained the lowest level (214) (Chart-VII.4).

7.3      The overall price-earnings (PE) ratio of the DSE edged up in Q3FY19. The average price 
earnings ratio rose to 16.14 in March 2019 from 15.19 in December 2018. Sector-wise PE data 
show that banking sector's PE score was the lowest position while that of the cement sector was 
the highest in Q3FY19 (Chart VII.3).   
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1 Sector wise index= (Sector wise market capitalization/ Sector wise paid-up capital)*100
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Chart VII.3: Heat Map for Sectoral Price Earnings Ratio of DSE 
 

Sector Share of Total M.cap 
Mar-19 Dec-13 Dec-14 Dec-15 Dec-16 Sep-17 Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19

Bank 16.7 10.0 8.6 7.4 8.1 10.7 11.2 9.0 8.8 8.8 9.1 9.3

Financial Instituitions 5.3 19.5 19.5 15.1 17.1 24.4 20.9 14.9 14.7 13.6 14.0 15.41

Engineering 5.3 23.7 22.5 29.5 23.0 20.7 18.7 16.5 16.8 17.9 15.5 14.38

Food & Allied 9.5 28.0 33.5 30.3 28.0 25.3 28.3 28.2 26.7 25.7 26.7 32.87

Fuel & Power 14.0 11.9 12.8 12.3 11.1 12.2 11.8 11.0 12.6 14.3 14.9 15.36

Textile 3.7 18.0 13.2 10.5 12.7 14.4 18.6 16.0 17.6 18.0 18.0 16.81

Pharmaceuticals 14.9 22.5 26.4 27.3 14.8 17.6 21.1 21.3 20.6 19.2 18.6 19.39

Service & Real Estate 0.4 22.7 42.8 34.7 29.2 31.3 20.6 17.1 16.7 16.7 15.6 15.61

Cement 2.8 19.4 34.8 27.2 26.5 21.5 25.0 21.4 34.6 33.7 35.9 35.47

IT 0.3 23.2 23.7 17.4 29.6 33.3 28.0 25.4 26.0 27.4 23.8 23.08

Tannery 0.8 16.0 20.2 24.1 24.2 21.6 18.1 17.4 15.8 17.0 19.0 18.98

Insurance 0.3 18.5 13.5 10.6 13.1 14.8 14.5 12.9 11.0 11.9 11.7 13.92

Telecommunication 16.2 16.1 33.6 18.0 20.3 25.6 28.6 28.0 19.5 18.5 18.6 21.04

Miscellaneouse 8.2 17.2 46.2 32.7 27.8 21.3 21.3 20.5 16.9 27.8 25.8 30.74

Sources: DSE Monthly Review, Various Issues



7.6     Cross-country data on price earnings (PE) ratios as of March 2019 show that Bangladesh 
has moderate PE ratio among the South and East Asian countries while dividend yield of 
Bangladesh is the second position among these countries (Table 7.1). Market capitalization in 
Bangladesh remains low at around 20 percent of GDP.

Country Price Earnings Ratio Dividend Yield 

  
 

 

   

   

   

Source: DSE Monthly Review, March 2019  

Bangladesh 16.46 3.30

India 27.58 1.15

Sri Lanka 8.72 3.56

Thailand 17.12 3.13

Hong Kong 11.56 -

China 12.30  -

7.4    The total turnover and issued capital in the DSE were expanded in Q3FY19, reflecting 
improving liquidity condition. The value of issued equity and debt rose by 7.7 percent and three 
new companies were listed in the capital market in Q3FY19. Thus the number of listed securities 
rose to 360 at the end of Q3FY19. Total turnover value significantly grew by 86.1 percent in 
Q3FY19 compared to previous quarter (Chart VII.1). Market liquidity as measured by the Turnover 
Velocity Ratio (TVR)2 increased to 51.07 percent in Q3FY19 from 39.9 percent in Q2FY19. 

7.5     The growth in total turnover and net investment by foreign and non-resident Bangladeshi 
increased during Q3FY19. In Q3FY19 investment by foreign and non-resident Bangladeshi investors 
edged up to BDT 14.6 billion from BDT 8.5 billion in Q2FY19 and share sold declined to BDT 10.8 
billion from 11.8 billion in Q2FY19. Thus net investment of foreign and non-resident Bangladeshi 
increased to BDT 3.8 billion in Q3FY19 from (-) 3.2 billion in Q2FY19. 
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2TVR= (Turnover during the Quarter/Quarter-end Market capitalization)*4.

0
500

1000
1500
2000
2500
3000
3500
4000

B
an

k

Te
xt

ile

Se
rv

ic
e 

an
d …

Fi
na

nc
ia

l …

In
su

ra
nc

e

En
gi

ne
er

in
g

C
em

en
t

Fu
el

 a
nd

 P
ow

er

Ph
ar

m
ac

eu
tic

a…

Ta
nn

er
y

Te
le

co
m

m
un

ic
…

Fo
od

 a
nd

 …

Source : DSE Monthly Review, March 2019

Chart VII.4: Index of Major Sector,March 2019
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Table 7.1: Selected Countries: Price Earnings Ratio and Dividend Yield as of March 2019
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Policy Note: PN1901

Have Inflation Dynamics Changed in Bangladesh?1 

1 The note has been prepared jointly by Khan Md. Saidjada and Syeda Ishrat Jahan. Currently, they are working as 
Joint Director at the Chief Economist's Unit in Bangladesh Bank. Views expressed in this paper are authors' own. 
Comments can be sent to: khan.saidjada@bb.org.bd

Abstract

Monetary policy aiming at price stability crucially depends on clear understanding of inflation dynamics. Unlike 
other developing and emerging market economies, GDP in Bangladesh has been growing at a faster pace in recent 
years without stoking inflation. At the same time, food and non-food inflation in Bangladesh have been moving in 
the opposite direction since the beginning of 2012, although they largely followed the same direction until 2011. 
These two developments together pose a question whether inflation dynamics have changed in Bangladesh. Given 
this backdrop, using monthly data we examine if the correlation of food and non-food inflation with their key 
drivers, such as global commodity price movements, nominal wage growth, and M2 growth, remained broadly in the 
same line in two periods: July 1995-December 2011 and January 2012-March 2019. We find an unusual large shift 
in the correlation of food and non-food inflation with M2 growth, nominal wage growth, and global commodity 
price changes in the latter period. To identify which commodities or commodity groups in CPI contributed to this 
change in the behavior of food and non-food inflation, we also analyzed commodity-wise CPI data. This analysis 
suggests that cereals other than rice, vegetable, fruits, and beverage items may have contributed to the change in the 
behavior of food inflation, while among the non-food items household furniture, transport equipment and 
maintenance, communication equipment and maintenance, recreation, education, household servants wage, and 
luxury may be responsible for the changing dynamics of non-food inflation. However, possibility of error arising 
from selection bias need also to be looked into before drawing conclusion definitively.

Introduction

Like many developing and emerging market economies, monetary policy in Bangladesh evolves 
to have two main objectives: price stability and higher inclusive growth. However, price stability 
is the overriding objective of monetary policy, as low and stable inflation generally helps 
improve private sector's resource allocation and thereby attaining higher output growth and 
employment. Monetary policy aiming at price stability crucially depends on the clear 
understanding of inflation dynamics, along with sound knowledge about monetary transmission 
mechanism, and nature of external shocks affecting the economy (Anand et al, 2014). 

Historically Bangladesh often experienced high and volatile inflation, originated mostly from 
domestic as well as global supply shocks. The level of headline inflation and its volatility were 
mostly dominated by food inflation because of its large share in the consumption basket.  Driven 
by global commodity price shocks, headline CPI inflation (y/y) picked up to 12.66 percent in 
September 2011 and then started falling and came down to 5.55 percent in March 2019. This 
falling trend of inflation is characterized by a significant decline in its volatility (Chart 1). The 
volatility of headline inflation measured by standard deviation declined from 2.84 percent in July 
1995-December 2011 to 0.86 percent in January 2012-March 2019. Moreover, the falling 
inflation since 2012 coincided with a faster GDP growth in Bangladesh. 
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2 There is a possibility of some lags in the positive association between food and non-food inflation.
3 Bangladesh Bureau of Statistics (BBS), which is responsible for calculating and publishing inflation numbers, changes 
its CPI's base year every 10 years. BBS currently uses 2005-06 as the base year for CPI, where the weight of food items 
declined slightly to 56.18 percent from 58.84 percent in the previous base year 1995-96. The weight of commodities in 
the CPI basket comes from the Household Income and Expenditure Survey (HIES) conducted by BBS every five years.

   

Because of their feedback to each other through wage-price relationship, food and non-food 
inflation generally follow the same direction2  which had been observed in Bangladesh until 
2011. Surprisingly, they started moving in the opposite direction since the beginning of 2012, 
while comparable countries in South Asia, such as India, Pakistan, and Sri Lanka, continued to 
show the positive association between food and non-food inflation (Chart A1 in appendix).

The opposite movements of food and non-food inflation have coupled with a decline in mean 
and volatility of food inflation and a rise in mean and volatility of non-food inflation (Table 1). 
The mean and standard deviation of food inflation edged down to 6.15 percent and 1.80 percent 
in January 2012-March 2019 period (henceforth period 2) from 6.93 percent and 4.12 percent in 
July 1995-December 2011 (henceforth period 1), respectively, whereas mean and variance of 
non-food inflation inched up to 6.37 percent and 2.30 percent from 5.16 percent and 1.57 
percent, respectively. Therefore, the recent fall in headline inflation and its volatility can be 
attributed partly to a decline in food inflation and its volatility and partly to the opposite 
movements of food and non-food inflation.

Another notable feature of current inflation process is a weaker relationship of both food and 
non-food inflation with headline inflation, in the absence of any major change in the weight 
composition in CPI3. The correlation of food and non-food inflation with headline inflation 
declined to 0.60 and 0.24 in period 2 from 0.98 and 0.53 in period 1, respectively.

A faster GDP growth along with moderate inflation in recent years and the opposite movements of food 
and non-food inflation pose a question whether inflation dynamics have changed in Bangladesh. Given 
this backdrop, using monthly data we examine if the correlation of food and non-food inflation with 
their key drivers, such as global commodity price movements, nominal wage growth, and M2 growth, 
remained broadly in the same line in two periods: July 1995-December 2011 and January 2012- March 
2019. In addition, to identify which commodities or commodity groups in CPI contributed to this 
change in the behavior of food and non-food inflation, we also compared the association of inflation in 
various groups of CPI items with food and non-food inflation in two periods.

Source: Bangladesh Bureau of Statistics (BBS) and authors’ calculation 

Source: Authors’ calculation based on BBS data 
Period1: Jul 1995-Dec2011; Period 2: Jan. 2012-Mar. 2019 
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Chart 1: Trends of Inflation in Bangladesh: July 1995 - March 2019

Headline Food Non-food Headline Food Non-food

 Mean 6.24 6.93 5.16 6.20 6.15 6.37
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Table 1: Key Features of Inflation in Bangladesh
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r= - 0.54

Global Commodity Price Movements and Inflation in Bangladesh

In a globally integrated economy, domestic prices are often subject to external price shocks, and 
the degree of influence of such shocks depends on whether the country is a net importer or 
exporter. Since Bangladesh is a small net importer in the global market and its integration with 
the global economy is increasing over time, one would anticipate a stronger positive association 
between global and domestic price movements in period 2 than in period 1. Although both food 
and non-food inflation were positively associated with global commodity price changes in period 
1, their association moved against the anticipation in period 2. The correlation between food 
inflation and global commodity price changes declined considerably to 0.18 in period 2 from 
0.42 in period 1, and the correlation between non-food inflation and global commodity price 
changes unusually became negative (- 0.54) in  period 2 from positive (0.17) in period 1.  
Although the decline in positive correlation between food inflation and global commodity price 
changes could partly be attributed to a gradual improvement in food production in Bangladesh in 
recent years, the underlying reasons of the negative correlation between non-food inflations and 
global commodity price changes in period 2 is not clearly discernible at this stage. However, this 
change in correlation of food and non-food inflation with global commodity price changes 
implies that domestic factors have become more influential in explaining current inflation in 
Bangladesh.
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r= 0.82

4 Because of a strong possibility of a transmission lag in the relationship between inflation and wage growth, we 
have also examined the correlation of food and non-food inflation with various lags of wage growth. But, our 
conclusion remained unchanged.

Nominal Wage Growth and Inflation

In a developing country like Bangladesh, where food items constitute more than half of the 
consumption basket, high inflation, particularly food inflation, quickly feeds into wage growth 
and thereby non-food inflation, playing a pivotal role in forming inflation expectation. 
Therefore, it is reasonable to believe that both food and non-food inflation hold a positive 
correlation with nominal wage growth, which is observed in period 1. The magnitudes of 
correlation of food and non-food inflation with nominal wage growth were 0.21 and 0.29 
respectively, in period 1 (Chart 4a and 5a). Surprisingly, food inflation and wage growth showed 
negative correlation (- 0.40) in period 2, while the positive correlation between non-food 
inflation and wage growth became even stronger (0.82)4 (Chart 4b and 5b). This stronger 
positive association between non-food inflation and wage growth in period 2 points to a 
significant rise of non-food items' share in consumption expenditure, although BBS has kept the 
weights of food and non-food items in CPI unchanged  since 2005-06.
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5 To remove the impact of global commodity price shocks on domestic inflation, we regress domestic inflation on global 
commodity price changes. Then, we calculate the correlation between the residuals of this regression and M2 growth.

Broad Money (M2) Growth and Inflation

Following the quantity theory of money, Bangladesh Bank conducts its monetary policy within a 
monetary targeting framework, where broad money (M2) is considered as the intermediate 
target. The quantity theory of money assumes a positive relationship between money growth and 
inflation, although there is a transmission lag in this relationship from money to inflation. In this 
case, we examine whether the relationship between inflation (food and non-food) and M2 
growth at various lags remained similar in these two periods. Since monetary policy cannot deal 
well with inflationary pressure originated from external sources, such as global commodity price 
shock, we, therefore, remove the impact of global commodity price shocks from domestic 
inflation before calculating correlation between M2 growth and inflation 5. 

Source: Authors'  Calculation based on BBS and Bangladesh Bank 
data 

Source: Authors' Calculation based on BBS and Bangladesh Bank 
data 
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Lag of M2 growth

Period-wise correlation of M2 growth with food and non-food inflation appeared in Chart 6a and 
6b looks like a mirror image of each other. Chart 6a depicts a moderate positive 
contemporaneous correlation (0.14) between M2 growth and food inflation in period 1, which 
increases slightly as the lag of M2 growth increases to 3 (month) and then decays slowly with 
further increase in lag. In period 2, this correlation becomes positive at the 2nd lag of M2 growth 
and it increases steadily to 0.51 as the lag increases to 12, suggesting a considerable transmission 
lag from money growth to food inflation in period 2. 

Contrary to food inflation, the correlation between M2 growth and non-food inflation (Chart 6b) 
becomes positive at the 2nd lag of M2 growth and creeps up slowly to 0.14 as lag rises to 12 in 
period 1, while, in period 2, this correlation is strongest (0.64) at lag 0 and it becomes weaker as 
lag increases. In sum, the correlation of money growth with food and non-food inflation 
experienced a considerable unusual shift between these two periods. 

Association of Various Commodity Groups in CPI with Food and Non-food Inflation

Given the above findings, it is crucial to understand which commodities or commodity groups in 
CPI contributed to this change in the behavior of food and non-food inflation. This analysis 
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requires commodity-wise CPI data. Although the sample periods of this study covers the period 
July 1995 - December 2011 and January 2012 - March 2019, we were able to collect 
commodity-wise CPI inflation data for the period August 2005-December 2011 and August 
2014-March 2019. Notwithstanding, we calculate correlation of inflation in various groups of CPI 
items with food and non-food inflation using this limited data and compare them between these 
two periods (August 2005-December 2011 and August 2014-March 2019) to indentify the 
underlying drivers of this change in the behavior of inflation in Bangladesh. In the absence of any 
major change in inflation process, we expect that these correlations will remain in the same line in 
the two periods.  Period-wise correlations of inflation in various groups of food items with food 
inflation are presented in Chart 7a. Although the correlation of inflation in most groups of food 
items with food inflation remained in the same line in the two periods, the correlation of cereals 
other than rice, vegetable, fruits, and beverage with food inflation went in the opposite direction, 
implying that they may have contributed to the changing behavior of food inflation.

 

Similarly, the correlation of inflation in various groups of non-food items, such as household 
furniture, transport equipment and maintenance, communication equipment and maintenance, 
recreation, education, household servants wage, and luxury with non-food inflation moved in the 
opposite direction in two period (Chart 7b), suggesting that these groups of non-food items may 
have played role behind the changing behavior of non-food inflation.
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Conclusion

Monetary policy pursuing price stability requires clear understanding of domestic inflation 
process. Unlike other developing and emerging market economies, GDP in Bangladesh has been 
growing at a faster pace in recent years without stoking inflation. At the same time, food and 
non-food inflation in Bangladesh have been moving in the opposite direction since the beginning 
of 2012, although they broadly followed the same direction until 2011. Therefore, it is not 
unreasonable to suspect a change in inflation dynamics in Bangladesh. Given this backdrop, 
using monthly data we examine if the correlation of food and non-food inflation with their key 
drivers, such as global commodity price movements, nominal wage growth, and M2 growth, 
remained broadly in the same line in two periods: July 1995-December 2011 and January 2012- 
March 2019. We find an unusual large shift in the correlation of food and non-food inflation with 
M2 growth, nominal wage growth, and global commodity price changes in the latter period. 

The dilution of the correlation between inflation and global commodity price movements during 
January 2012- March 2019 suggests that domestic factors have become more influential in 
determining recent inflation in Bangladesh. However, the associations of wage and M2 growth 
with food and non-food inflation implies that factors other than nominal wage and M2 growth 
are responsible for this changing behavior of recent inflation. 

To assess which commodities or commodity groups in CPI contributed to this change in the 
behavior of food and non-food inflation, we compare the correlation of inflation in various 
groups of CPI items with food and non-food inflation between the periods (August 
2005-December 2011 and August 2014-March 2019).Generally, we expect that these correlations 
will remain in the same line in the two periods in the absence of any major change in inflation 
process. We find that although the correlation of inflation in most groups of food items with food 
inflation remained in the same line in the two periods, the correlation of cereals other than rice, 
vegetable, fruits, and beverage with food inflation went in the opposite direction. In case of 
non-food category, the correlation of inflation in various groups of non-food items, such as 
household furniture, transport equipment and maintenance, communication equipment and 
maintenance, recreation, education, household servants wage, and luxury with non-food inflation 
moved in the opposite direction in two period. These results suggest that cereals other than rice, 
vegetable, fruits, and beverage items may have contributed to the change in the behavior of food 
inflation, while among the non-food items household furniture, transport equipment and 
maintenance, communication equipment and maintenance, recreation, education, household 
servants wage, and luxury may be responsible for the changing dynamics of non-food inflation. 
However, possibility of error arising from selection bias need also to be looked into before 
drawing conclusion definitively.
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Chart A1: Trends of Food and Non-food Inflation in Comparable South Asian Countries
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Major Policy Announcements: January-March, 2019

DMD Circular Letter No. 01 
January 02, 2019 
Marking to Market based 
Revaluation of Treasury Bills & 
Bonds held by the Banks on the 
basis of Published Yield 

It has been decided to publish cut-off yield in Bangladesh Bank 
website after converting cut-off yield   of re-issued treasury bills 
and bonds determined by the latest auction through 
interpolation/extrapolation method to Standard Tenor Yield to 
facilitate the actual revaluation of government securities. Banks 
shall calculate their government securities on the basis of Standard 
Tenor Yield published in Bangladesh Bank website. 

FEPD Circular No. 01 
January 02, 2019 
Export subsidy against export of 
Polyester Staple Fiber (PSF). 

To avail export subsidy against export of Polyester Staple Fiber 
(PSF), it has been directed to submit certificates from Export 
Promotion Bureau instead of Bangladesh Pet Flakes Manufacturers 
and Exporters Association with the application form. 

FEPD Circular No. 02 
January 07, 2019 
Export subsidy against export of Pet 
Bottle Flakes 

As per government decision, export subsidy against the export of 
Pet Bottle Flakes for the fiscal year 2018-19 shall be 10% instead 
of the existing 5%. 

FEPD Circular No. 06 
January 09, 2019 
Import of unprocessed yarn on 
deferred payment basis. 

Usance period has to be enhanced up to 270 days from 180 days 
for import of unprocessed yarn for own use by industrial importers 
producing outputs for only local delivery against back to back 
LCs. This usance period is useable for imports within the limits of 
production capacity of the concerned factory as set by the 
Department of Textiles or up to deliver value realized in foreign 
currency in last twelve months, whichever is lower.  
Authorized Dealers may arrange refinance under buyer’s credit for 
90 days to settle EDF loan used to import unprocessed yarn for the 
tenure of 180 days usance basis. 

FEPD Circular No. 03 
January 09, 2019 
Endorsement of shipping documents 

ADs may endorse transport documents of title to cargo in favor of 
importer or other designated parties and deliver the same as per 
stipulations of export letter of credit/valid sales contract only if full 
exports proceed is received through normal banking channel 
before sending export documents to counterpart bank abroad for 
collection. 

FEPD Circular No. 04 
January 09, 2019 
Use of balances held in foreign 
currency (FC) accounts by Type A 
industrial enterprises 

Balances held in FC accounts of Type A industrial enterprises of 
EPZs/EZs may be used for purchase of shares in zone areas or 
outside zone areas in Bangladesh. ADs receiving funds on account 
of share purchase shall observe all instructions including issuance 
of certificate and reporting routine. As such, dividend income out 
of such investment, and disinvestment proceeds (if any) approved 
by Bangladesh Bank may also be credited to their FC accounts, 
subject to compliance with regulations of taxes. 

FEPD Circular No. 05 
January 09, 2019 
Repayment against imports under 
supplier'/buyer's credit - relaxation 

Bullet payment will be permissible for imports amounting to USD 
0.50 million or equivalent under supplier’/buyer’s credit of goods 
admissible for the usance period beyond 6 months but within one 
year. 
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FEPD Circular No. 07 
January 17, 2019 
Import of raw materials for 
manufacturing Active 
Pharmaceutical Ingredients (API) 
and Laboratory Reagents on usance 
basis 

Authorized Dealers (ADs) may allow only National Active 
Pharmaceutical Ingredients (API) and Laboratory Reagents 
producing industries to import raw materials for manufacturing 
API and Laboratory Reagents on supplier’s/buyer’s credit terms 
for a usance period up to 360 days, subject to observance of the 
following instructions:  
 (a) ADs shall comply with Import Policy Order in force and 
Foreign Exchange Regulations regarding import transactions and  
 (b) ADs shall be satisfied to the effect that the imports of inputs 
have duly been approved by Directorate General of Drug 
Administration (DGDA) as raw materials for API and Laboratory 
Reagents in favor of the concerned industry.   

FEPD Circular No. 08 
January 22, 2019 
Bank guarantee by exporters to 
competent authorities/agencies in 
the country of import 

ADs may, on account of Bangladeshi exporters, issue guarantees 
in favor of competent authorities/agencies in the country of import 
for the purposes of issuing performance bonds/guarantees in favor 
of overseas importers on account of Bangladeshi exporters, subject 
to usual norms, and export performance of the exporter and 
potential export expectation.   

FEPD Circular No. 9 
January 27, 2019 
Saudi Customs rules for Declaration 
of goods and cash at entry and exit 
points of Kingdom of Saudi Arabia. 

The rules and regulations of the Kingdom of Saudi Arabia require 
all arriving and departing travelers to submit a declaration to the 
Saudi Customs Authority if they have any goods in their 
possession such as Cash money, Financial instruments, Gold 
bullions, Precious metals, Stones or Jewellery valued equivalent to 
or more than 60,000.00 (Sixty Thousand) Saudi Riyals. Hence, all 
Authorized Dealers in foreign exchange in Bangladesh are thereby 
directed to inform their customers travelling to/from the Kingdom 
of Saudi Arabia regarding the rules and regulations to avoid any 
penalty. 

FEPD Circular Letter No. 02 
January 27, 2019 
Regarding not to open Letter of 
Credit to import goods except 
approved list via Land Custom 
Station. 

As per S.R.O No-237-Ain/2018/39/Shulka, dated July 17, 2018 
regarding import through Land Custom Station formulated by 
National Board of Revenue, all dealer banks’ branches have 
hereby been advised not to open Letter of Credit for any imported 
goods other than the importable listed goods approved by NBR 
through Land Custom Station. 

BRPD Circular No. 01 
February 02, 2019 
Loan/Investment Write-off Policy 

Banks are now allowed to write off the default loans, recovery of 
which remained suspended for long time and with no chances of 
recovery in near future, that have been hovering in the bad/loss 
category consecutively for three years or more according to the 
policy. Besides, lenders do not have to file any law suit with the 
Artha Rin Adalat (Money Loan Court) to write off a delinquent 
loan worth Tk 2 lakh. After deducting Interest Suspense from the 
corresponding loan/investment account, the rest entire outstanding 
balance would be then maintained as provisions. And no 
loan/investment can be partially written-off. At the same time, 
written-off loan/investment cannot be rescheduled or restructured as well.  
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FEPD Circular No. 10 
February 05, 2019 
Issuance of Letter of Credit 
Authorization Form (LCAF) 

LCAF may also be signed by the lawful representative(s) of the 
importer. Upon receipt of such LCAF, ADs shall verify the 
signature of lawful representative(s) based on available records 
such as board resolution/authorization from the respective 
importer.   

BRPD Circular No. 02 
February 25, 2019 
Policy for Offshore Banking 
Operation of the Banks in 
Bangladesh. 

Scheduled banks in Bangladesh will have to invest at least 75 
percent of the outstanding amount of the offshore financing in the 
country, according to the policy introduced by the central bank. 
Foreign entities with presence in Bangladesh and abroad are 
eligible to borrow foreign currency loans from the Offshore 
Banking Units (OBUs). Besides, local enterprises located at 
economic zones, export processing zones, private export 
processing zones, and hi-tech parks can take loans from the units. 
OBUs will have to mobilize major funds from external sources and 
will not be allowed to collect more than 20 percent of their 
regulatory capital from domestic banking operation. The OBUs 
will not be able to accept any deposit or loan which is repayable on 
demand by cheque, draft or pay order. Banks will have to maintain 
statutory liquidity ratio and cash reserve ratio before lending, 
according to the policy. Banks will have to take approval from the 
central bank to open every OBU and have their licenses renewed. 
The OBUs will not be allowed to collect any deposit from 
Bangladeshi nationals, except expatriate Bangladeshis. Banks will 
not be allowed to channel remittance using the OBUs, according to 
the policy. 

FEPD Circular No. 13 
March 11, 2019 
Issuance of Authorized Gold Dealer 
License for import of Gold bar and 
Jewellery. 

To obtain authorized gold dealer license for importing gold bar 
and jewellery, the eligibility and process of submitting application 
are as follows: 
For obtaining authorized gold dealer license, both the authorized 
dealer bank and applicant organization should have all other 
licenses/registrations/certificates update as per law of the land. 
Besides, applicant organization should have bullion volt including 
telephone, mobile, e-mail etc. so that reporting to BB can be made 
easily. Additionally, applicant organizations have to be a resident 
sole proprietorship of partnership farm or registered limited 
company. 

FEPD Circular No. 12 
March 11, 2019 
Collection of bill of entry against 
import through land ports 

ADs may follow usual procedure to match import payment with 
bill of entry. This procedure shall be applicable only for those land 
custom houses using electronic system (ASYCUDA) for import 
clearance.   
As usual, ADs shall ensure submission of Bill of Entry within 
stipulated time and observe routine report to Bangladesh Bank. 

FEPD Circular No. 11 
March 11, 2019 
Issuance of transferable letters of 

Cash LCAF shall mean those LCAFs issued for imports other than 
under non-project commodity loans/credits/grants.  
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FEPD Circular Letter No. 05 
March 14, 2019 
Performing Hajj 1440 hijri/2019 
under Government and Private 
Management 

As per the “Hajj Package 1440 Hijri/2019” framed by Ministry of 
Religious Affairs, Hajj can be performed both under Government 
and Private Management. Under 2 packages of Government 
management, one would cost Tk 4, 18,500 and another Tk 
3,44,000 for each pilgrimage. Besides, each pilgrimage is allowed 
to carry USD 1000 or equivalent amount of foreign currency 
during the Hajj excluding gross cost for performing Hajj. But 
Travel quota shall not be applicable for them. Existing rules and 
regulations will have to be followed for discharging/releasing their 
foreign currency. 

DFIM Circular no. 01 
March 28, 2019 
Regarding age limit fixation for 
contractual appointment and 
retirement for regular employees of 
financial institutions. 

1. A person exceeding 65 years is not allowed to be appointed or 
posted in the financial institutions. But in case of special 
necessity, a person exceeding 65 years can be appointed or 
posted on contractual basis in the post of counselor and 
adviser. 

2. All other financial institutions will follow state-owned 
commercial banks and financial institutions in formulating 
policy for retirement age for regular employees. 

SMESPD Circular No. 01 
March 31, 2019 
Loan fund for pre-finance under 
Program to Support Safety Retrofits 
and Environmental Upgrades in the 
Bangladeshi Ready-Made Garments 
(RMG) Sector Project (SREUP) 
(BD-2230322) 

Government of the People’s Republic of Bangladesh has 
constituted a Loan fund in Bangladesh Bank to support the RMG 
factories through medium to long term finance under the “Program 
to Support Safety Retrofits and Environmental Upgrades in the 
Bangladeshi Ready-Made Garments (RMG) Sector Project 
(SREUP)” sponsored by AFD (Agence Française de 
Développement) The loan fund size of the project is EUR 50 
million and the total fund size for Technical Assistance (TA) is 
EUR 14.29 million. 

 

Issuance of transferable letters of 
credit (LCs) under cash LCAF
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