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Gas and energy security

Energy security has always remained a concern, as
much for other countries as for Bangladesh, as the
economy grows and living standards increases riding
on the use of energy. The seventh of the 17 goals
of the 2030 Agenda for Sustainable Development,
which all United Nations member states adopted in
2015, also puts out a call for governments to ensure
access to affordable, reliable, sustainable and
modern energy for all. Energy security defined as the
ability of countries to ensure adequate, affordable
and consistent supply of energy for use in all spheres
has, therefore, been an issue that the government
should attend to judiciously. Energy security should
focus, in the short run, on the ability of the energy
system of a country to expeditiously react to sudden
or abrupt changes in the supply-demand balance
and, in the long run, to make timely and judicious
investments keeping to economic development and
environmental needs.

It is customarily thought that energy security
deals with the following components availability,
sustainability, affordability and accessibility. The state
of energy security of the country viewed against the
four parameters suggests that the government needs
to shore up a number of issues to improve on what
it has so far done. The post-liberation Bangladesh
government, presided over by the Awami League,
in early August 1975 bought five gas fields from
a multinational company and established state
ownership on them. The number of gas fields has
now exceeded two dozens. In 13 years since 2009,
when the Awami League assumed office, the storage
capacity of fuel oil is reported to have increased
from 8,93,000 tonnes to 13,08,000 tonnes, which
is considered enough to meet the energy needs for
about 40-45 days. Work on further fuel oil storage
capacity is in progress, which, once completed,
would add to the storage capacity beyond 45 days.

But in terms of availability, the energy security of
Bangladesh is often said to be moderate in view of
domestic resources and the supply infrastructure and
management. While domestic resources have largely
been poor for such a large number of population,

prompting the government to depend on the import
of fossil fuel, the government has tied many a loose
end in view of the construction of facilities for fuel
import and internal fuel oil transport infrastructure.
A good growth ensures that energy security could
be sustained. While electricity generation capacity
remains beyond what is needed, there are some issues
in the transmission and distribution infrastructure
that need to be attended to. With industrialization
having been slowed a little and the financial sector
having faced some turmoil, it is imperative that
some issues needed to be worked on and mended
to sustain the energy security.

As for affordability, prices of both gas and electricity
have increased several times in half a decade. A
continual increase in gas and electricity prices harms
industrial growth. The government has put into
force a lifeline tariff for power consumption in view
of the poor, but this helps little other segments of
consumers. The installed power generation capacity
is 25,730MW, but the power authorities struggle
to generate even 11,000MW, especially because
of fuel shortage, which has been exacerbated
by the Russia-Ukraine war. And, even if more
electricity had been generated, the transmission and
distribution system would have found it difficult to
reach electricity to every doorstep. In a situation like
this, industries, not all of them though, continue to
use captive plants to meet their energy needs. Yet,
government efforts to provide all of the population
with electricity have had a positive impact. After the
liberation war, only 3 percent of the population was
on-grid and the government is said to have achieved
a full electrification in March 2022.

The energy security of Bangladesh, therefore,
appears to be in a mixed state with achievements
to take pride in and with failures for the government
to attend to. Experts believe that the government
would do well if it shifts its focus from the import
of primary fuels for a robust growth of the energy
sector and, hence, energy security as this will rid the

government of any factors that depend on external
factors Il
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Startup success to pave way for others
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DCCI holds seminar on ‘Journey of CMSMEs from startup to scale up: prospects and challenges’

beel

A
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DCCI President Rizwan Rahman (Centre) seen speaking at the seminar titled “Journey of CMSMEs from startup to scale up: prospects &
challenges” held on October 29. Senior Secretary, ICT Division Zeaul Alam PAA (third from left), Commissioner of Bangladesh Securities
and Exchange Commission Dr. Shaikh Shamsuddin Ahmed (third from right), CEO and Managing Director of Foodpanda Bangladesh
Limited Ambareen Reza (second from left), CEO of Pathao Fahim Ahmed (second from right), CEO of Bangladesh Angels Nirjhor Rahman
(left) and Director of Finance, Chaldal Limited Tanveer Rashid (right) are also seen in the picture.

Startups are doing relatively well but
the successrate is not quite satisfactory
because of various problems such as
regulatory issues that include lack of
access to finance, age-old valuation
process and lack of private equity and
incubation, said speakers at a seminar
on October 29.The DCCI president
Rizwan Rahman said that startups
could be a great economic enabler
for Bangladesh. A startup-friendly
ecosystem has not yet been in place,
he said at the seminar on ‘Journey of
CMSMEs from startup to scale up:
prospects and challenges’ that the
Dhaka Chamber of Commerce and
Industry organized

In the Global Startup Ecosystem
Index 2022, Bangladesh ranked
93 out of 100 countries. The index
also claimed that financing and
dearth of policy support were root
causes of a poor startup growth in
developing economies, including
Bangladesh, he said. He also said
that Bangladesh has more than
1,200 active startups; and, about 200

new startups join the industry every
year. They all together made up an
investment of about $800 million
and provided for 1.5 million formal
and informal jobs in the past decade.
The government has, meanwhile,
taken initiatives to strengthen startup
ecosystem by setting up a venture
capital firm, 28 high-tech parks,
data centers and drafted draft rules
for small-cap companies. “We need
to go for international-standard
startup incubation centers, startup
pioneers, expert consultation, startup
exhibition,  networking,  mentor
development, low-cost financing
options with necessary regulatory
reforms and others,” he said.

The senior secretary of the ICT
Division Zeaul Alam PAA, who was
chief guest, said that CMSMEs and
startups directly or indirectly create
a large number of employments.
Despite startup failures, they are not
making any losses. This has been a
learning process. The government
is working hard to create a startup

ecosystem with various initiatives.
Technical centers are established in
upazilas where startups will get space
to work. The are ample opportunities
for startups also in the high-tech
parks, he said. “It is true that we have
challenges, but we need to overcome
them.” The government has taken an
initiative to formulate a draft startup
policy. A payment gateway under the
initiative of the government named
“Binimoy” will be launched soon.
Data protection is also an important
element for an effective ecosystem of
startups, he said.

Dr Shaikh Shamsuddin  Ahmed,
Commissioner, BSEC, who was
special guest, said that in the recent
industrial policy, SMEs and startups
received priority. “But we need to
enhance the regulatory collaboration
at the operational level. A few
changes are coming into effect but
we need to improve the valuation
system for the startups,” he added.
“The more we head towards the fifth
industrial revolution, the more we
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need an easy valuation process. We
have established an IT framework.
We now need to implement it.
Regulators need to be more helpful
about the startups or to new ventures.
Private equity, venture capital and
angel investors can play a vital role
to mitigate financing problems if the
risks can be rationalized,” he said.

Ambareen Reza, CEO and managing
director of Foodpanda Bangladesh
Ltd, said that success stories would
ensure trust and trust would help
others to come to this sector. “For
angels to grow, access to finance is
a great challenge,” she added. “We

DCCI Review October 2022

need investment in the fin tech and
logistic areas.”

Nirjhor Rahman, CEO, Bangladesh
Angels, said that liquidity is important
for the sector. “We have to ensure
investments and working capital for
startups.”

Tanveer Rashid, director of finance,
Chaldal Limited, said that the
government’s  Startup  Bangladesh
is good initiative. If the valuation
process is simplified, more investment
will come, he added. “Because of
risks, banks are reluctant at financing
such ventures.”Most of the startups

make loses in early stages and this is
a barrier to financing. He requested
the regulators to look into the matter.

Fahim Ahmed, CEO, Pathao,
presented the keynote paper where
he said that startups are enabling the
digital transformation of Bangladesh.
Startups are helping SMEs by creating
market access, accelerating fin-tech,
adopting technology and enabling
mobility.  Regulatory  framework,
policies, limited human capital,
technology, finance and accessing
international market are some of the
challenges for this sector, he said [l

Call for competitive, rationalized tariff structure
DCCI holds workshop on ‘Competitive tariff structure: post-LDC graduation context’

Bangladesh will face a few challenges
after the LDC graduation. It will
not be able to give subsidy, impose
supplementary duty or regulatory
duty. We will also have to pay royalty
for patent for medicines and the
increase value addition of products
under rules of origin, said speakers at
a workshop on October 26. In view
of this context, Bangladesh will have

to rationalize the tariff structure, the
said at the workshop on “Competitive
tariff structure: post-LDC graduation
context” that the Dhaka Chamber of
Commerce and Industry organized.

The DCCI President Rizwan Rahman
said that after the LDC graduation,
Bangladesh would have to pay 8-16
percent percent duty to countries

where Bangladesh exports. “We
will not be able to impose any
supplementary and regulatory duties
to safeguard local industries. This
will be a challenge.” “At present, the
average tariff structure is about 13.5
percent, which is higher than that in
Viet Nam, Taiwan and Malaysia,’ he
said. “We need to prepare ourselves
to increase productivity, minimize

Workshop on
Competitive Tariff Structure: Post-iDC *
*  Gradv**ion Context

Al

Dhaka Chamber President Rizwan Rahman (left) addressing a workshop titiled “Competitive Tariff Structure: Post-LDC Graduation Context”
organized by DCCI held on October 26. Joint Chief of Bangladesh Tariff Commission Md. Mashiul Alam (second from left), Member of
Bangladesh Trade and Tariff Commission Shis Haider Chowdhury, ndc (third from left), DCCI Senior Vice President Arman Haque (third
from right), Director-3 (Joint Secretary) of WTO Cell of Ministry of Commerce Farhana Iris (second from right) and First Secretary (Customs

Exemption and Project Facilities), NBR Md. Neyamul Islam (right) are also seen in the picture.
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cost, develop skills, ease doing
business.”
Md.  Mashiul Alam, joint chief of

the Bangladesh Tariff Commission,
presented the keynote paper where
said that Bangladesh is a resilient
country. “In 2021, our export was
worth $50 billion. Even after LDC
graduation, Bangladesh has the
capacity to face the challenges.”

“But from now, we have to go for
regional integration with PTAs, FTAs
and CEPAs with potential trading
partners for market access. Our tariff
line is not much competitive and is
higher than in many other countries,”
he said. “We, therefore, have no
alternative but rationalize it. Sectoral
tariff policies for at least five years
will then be helpful for exporters and
importers,” he added.

He also said that Tariff and Para-tariffs
are used as the main instruments of
protection.  Bangladesh currently
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enjoys single transformation rules
of origin under Everything But Arms
(EBA) scheme of EU GSP, he added.

Shis Haider Chowdhury, member
of the Bangladesh Trade and Tariff
Commission, said that the public and
the private sector should work jointly
to make tariff structure competitive.

He said that Bangladesh is going
graduate from being an LDC in
2026. “This is good. But we are
going through a tough time because
of Covid fallout, the Russia-Ukraine
war, global economic recession and
natural disasters.” “Previously, we
were reluctant about FTAs but now
the government is doing a few studies
to go for PTAs and FTAs,” he said.
“Our tax-to-GDP ratio is only 7.9
percent. After the graduation, we will
have to go for tariff rationalization
and more VAT and tax collection to
keep revenue generation.”

Farhana Iris, director of the WTO Cell

at the Ministry of Commerce, said,
“We have to increase our export in
line with tariff rationalization. We still
have a big gap between export and
import and the balance of payment.”
The government is conducting a
study to sign FTAs with Bhutan,
Nepal and Sri Lanka. “We may be
able to continue with subsidy in the
agriculture sector until 2030,” she
added.

Md. Neyamul Islam, first secretary
(customs exemption and project
facilities) at the National Board of
Revenue, said, “As we will lose
preferential access and duty-free,
quota-free facility, we should increase
production and attract foreign direct
investments. We need focus on VAT

II/

and tax as well.

DCCI Senior Vice-President Arman
Haque chaired the workshop,
which about 50 member companies
attended [l

Trade with Viet Nam should cross $2b: DCCI chief

A business networking meeting and
B2B match-making between the
Dhaka Chamber of Commerce and
Industry and the visiting 31-member
business delegation of Viet Nam was
at the Dhaka Chamber of Commerce
and Industry October 25. Do Quoc
Hung, deputy director general of

& ¥ n
BANGLADESH-\IET Ham
Br "‘IHE'S'S B TVADH IR BT,

the Ministry of Industry and Trade of
Viet Nam, is leading the Vietnamese
business delegation. Pham Viet
Chien, ambassador of Vietnam to
Bangladesh, was present.

The DCCI President Rizwan Rahman
said that Bangladesh and Viet Nam
have grown remarkably in recent

decades with initiatives to strengthen
economic cooperation. The trade
between Bangladesh and Vietnam
reached $739.89 million in the
2021 fiscal year where Bangladesh’s
export was worth $61.29 million and
the import was $678.6 million. The
bilateral trade can be increased to

Dhaka Chamber President Rizwan Rahman (left) seen addressing a Business Networking Meeting and B2B Match-making with the visiting
Viet Nam business delegation held on October 25. DCCI Senior Vice President Arman Haque (second from left), Deputy Director General,
Ministry of Industry & Trade of Vietnam Do Quoc Hung (third from left), Ambassador of Vietnam in Bangladesh Pham Viet Chien (second
from right), President of Bangladesh-Viet Nam Chamber of Commerce S M Rahman (right) were present during the meeting.
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$2 billion by rationalizing the trade
gap through mutual cooperation, an
exchange of business delegations and
joint research. He urged Vietnamese
investors to take the dividend of the
competitive trade and investment
environment of Bangladesh in
the form of investment, joint
ventures and technology transfer
in agro-processing, ship-building,
electronics, textile, pharmaceutical
products, leather, jute, ceramics, light
engineering industries, economic
zones and hi-tech parks. To ensure a
win-win trade situation, Bangladesh
can be included as a member in the
Regional Comprehensive Economic
Partnership and ASEAN.

The ambassador of Vietnam to
Bangladesh Pham Viet Chien said

Bangladesh is a potential business
partner of Viet Nam. Even in the
post-Covid era, the bilateral relation
deepened.

He said that in the first nine month
of the year, both-way trade crossed
$1.1 billion and it is growing by the
day. He hoped that the B2B meetings
arranged by the Dhaka Chamber of
Commerce and Industry would pave
the way for an increased tie between
the businesspeople. He invited
Bangladeshi entrepreneurs to invest
in Viet Nam, noting that they are
ready to share their experiences and
views with Bangladeshi counterparts.

Do Quoc Hung, who headed
the delegation, said that lack of
links between both parties are

responsible for a lower-volume trade.
He suggested more exchanges of
delegations. He said Bangladesh
and Viet Nam maintain a good trade
relation where both the countries do
not have to compete with each other.
Viet Nam has already implemented
15 free trade agreements, he said,
noting, “The more we can arrange
B2Bs, the more opportunity will be
created.”

DCCI Senior Vice-President
Arman Haque and President of the
Bangladesh-Viet Nam  Chamber
of Commerce SM Rahman also
spoke. About one hundred member
companies of the Dhaka Chamber of
Commerce and Industry took part in
an interactive B2B session with the
visiting Vietnamese companies Il

DCCI urges more Iranian import of jute, jute goods

Dhaka Chamber President Rizwan Rahman (right) seen presenting a token of appreciation to the Ambassador of Iran in Bangladesh
Mansour Chavoshi (center) after a bilateral meeting held at DCCI Gulshan Centre on October 11. DCCI Vice President Monowar Hossain

(left) is also seen in the picture.

An interactive Dbilateral meeting
between the president of the Dhaka
Chamber of Commerce and Industry
Rizwan Rahman and the ambassador
of Iran in Dhaka Mansour Chavoshi
was held at the DCCl Gulshan

Center on October 11. The DCCI
president said that the trade between
Bangladesh and Iran was worth
$18.74 million in the 2020-21 fiscal
year. He said that Bangladesh and Iran
are members of Developing-8 (D-8).

Both the countries can prioritize
intra-D-8 trade and promote a
stronger cooperation to implement
the preferential trade agreements
among D-8 member countries,
encompassing  trade, industry,

7
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agriculture, technology, science,
communications and aviation,
he said. He also urged exploring
possibilities of direct shipping
services between Chittagong or
Mongla port and Iran’s Chabahar Port.
He suggested that a joint business
forum should be set up to engage
leading chambers of Bangladesh and
Iran to facilitate bilateral commercial
partnership and ensure a greater
engagement of private sector.

He requested Iran’s importers to
import apparel, jute and jute goods,
light engineering products, leather
goods, tea, pharmaceutical products,
ceramic, processed food, electronics

DCCI Review October 2022

goods, etc from Bangladesh. He
stressed emphasized sector-specific
dialogues, B2B meetings and an
exchange of delegations for trade
development.

Iran’s ambassador in Dhaka Mansour
Chavoshi urged an exchange of sector-
specific  businesspeople  between
Bangladesh and Iran to facilitate
interaction and know-how in the
private sectors. Although the bilateral
trade volume is not satisfactory, there
is a huge scope to increase the trade
through different potential sectors.
Both the countries may work together
in the agriculture sector, he added. A
chamber-to-chamber relation is more

important to boost trade. “When we
will have more transactions in trade
and commerce, a joint business
council may be established,” he said.

Meanwhile, Iran and Bangladesh are
the members of many multilateral
organizations such as the OIC, D-8
and Non-Aligned Movement (NAM).
There is a huge scope of bilateral
trade between the two countries. Iran
could buy jute, ready made garments,
leather goods, tea and agricultural
products from Bangladesh and at
the same time Iran could export oil,
natural gas, petrochemicals, plastics
and ceramics. DCCI Vice-President

Monowar Hossain was present il

DCCI chief meets Kosovo’s deputy foreign minister

B2B connectivity can boost Bangladesh-Kosovo trade: DCCI chief

DCCI President Rizwan Rahman (third form left) seen presenting a memento to the Deputy Foreign Minister of Kosovo, Kreshnik Ahmeti
(fourth from right) after a courtesy meeting held at a city hotel on October 10. DCCI Senior Vice President Arman Haque (second from
left), Vice President Monowar Hossain (left), Ambassador of Kosovo in Dhaka Guner Ureya (second from right) among others also seen in
the picture.

The Dhaka Chamber of Commerce
and Industry president Rizwan
Rahman had a meeting with the
visiting deputy foreign minister of
Kosovo Kreshnik Ahmeti at a city
hotel in Dhaka on October 10.
The DCCI president said that trade
between Bangladesh and Kosovo was
worth $0.31 million only in 2020.
“Our export to Kosovo in 2021 was
worth $1.41 million.”

8

He also said that like Kosovo’s, the
Bangladesh economy is driven by
SMEs. He proposed that virtual
B2B match-making should be held
between the businesspeople of both
the countries to create scope of new
ventures.

He also said that the private sector
of Bangladesh at the behest of the
Government is very keen to strengthen
existing bilateral trade and economic

ties with Kosovo. More bilateral
discussion at the chamber level and
exchange of delegation will help
explore the economic cooperation
and connectivity, he added.

“Kosovo can hire our IT professionals,
engineers and skilled work force,”
he said. Bangladeshi apparel and
pharmaceutical products have a huge
export potential in Kosovo.
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He said that FTAs between
Bangladesh and Kosovo might
promote trade, investment, and

commercial and economic interests.
Both the countries can capitalize
their expertise and competitive
advantage of producing goods and
services for enhanced mutual trade
and investment.

Kreshnik Ahmeti, deputy foreign
minister of Kosovo, said that 92

DCCI Review October 2022

percent of businesses in Kosovo are
SMEs and 98 percent are small and
medium enterprises. Kosovo is a free
market, but an exchange of business
delegations can play a pivotal role
in knowing each other. He also said
that foreign and economic policies
of Kosovo normally do not change.
He said that in 2021, foreign direct
investment in Kosovo was good.
He suggested that a joint business

committee and B2B forum should be
established to boost bilateral trade.

DCCI Senior-Vice President Arman
Haque, Vice-President Monowar
Hossain, Anirban Neogi, Director,
Ministry of Foreign Affairs Bangladesh
and Ambassador of Kosovo in Dhaka
Guner Ureya were present Il

DBI holds skills development workshop

The DCCl Business Institute in
cooperation with Beyond Red Ocean
Consulting, Mumbai, India organized
a workshop, “Business Masterclass-
Master the Chaos in Your Business,”
in the DCCI auditorium on October
15. The acting DCCI president Arman
Haque was present as chief guest.
Malay Chakroborty, business coach,
Beyond Red Ocean Consulting,
conducted the workshop. About 30
people joined the workshop.

In his opening remarks Haque said
that the DCCI Business Institute
regularly organizes workshops to
develop skills of entrepreneurs and

such workshops pave the way for
skills acquisition. He said that SME
entrepreneurs are the main driving
force of the economy and “if we
can ensure their skills acquisition,
the scope of employment would
increase.” Arman Haque said that
with the advancement in information
and communications technology,
the trend of business operation has
changed a lot to adapt to with new
scenarios. “There is no alternative
but to prepare ourselves. Today,
conducting business has become
challenging for SMEs,” he said,
urging more focus on innovation

and skills development to overcome
challenges

Malay Chakraborty said that SME
sector entrepreneurs around the
world face obstacles in business
operation. Because of such hurdles,
70 percent of new startups fail to
continue and quit within five years,
he said. Entrepreneurs must focus
on skills development, time and
asset management to overcome the
situation.

DCCI  Vice-President =~ Monowar
Hossain gave the vote of thanks at the
inaugural ceremony [l

= A

DCCI Business Institute (DBI) in cooperation with Beyond Red Ocean Consulting, Mumbai, India organized workshop titled “Business
Masterclass-Master the Chaos in Your Business” October 15. DCCI Acting President Arman Haque (first row, fifth from left), Vice President
Monowar Hossain (first row, fourth from left), Business Coach, Beyond Red Ocean Malay Chakroborty (first row, fifth from right) and
participants of that workshop are seen in the picture.
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Workshop on “Competitive Tariff Structure: Post-LDC

Graduation Context”

Bangladesh is going to become a developing country
in 2026. It is a moment of celebration for Bangladesh.
However, as per the rules of the WTO, Bangladesh will
lose all the duty-free benefits that are received as an
LDC country in international trade. Besides, it will not
be possible to apply regulatory duties such as SD and RD
at the import level which means Bangladesh will have
to reduce import duties. As a result, there will be many
challenges related to tariffs on Bangladesh’s international
trade, imports, exports, and local industries. Against this
background, Dhaka Chamber of Commerce & Industry
(DCCI) organized a workshop titled “Competitive Tariff
Structure: Post-LDC Graduation Context” on October
26, 2022, Wednesday. Rizwan Rahman, President, DCCI
delivered the welcome remarks. The workshop was
chaired and moderated by Arman Haque, Senior Vice
President, DCCI.

Md. Mashiul Alam, Joint Chief, Bangladesh Trade and
Tariff Commission presented the keynote at the workshop
while Shis Haider Chowdhury, ndc, Member, Bangladesh
Trade and Tariff Commission, Dr. Md. Neyamul Islam,
First Secretary (Customs Exemption & Project Facilities),
National Board of Revenue and Farhana Iris, Director-3
(Joint Secretary), WTO Cell, Ministry of Commerce, GoB
attended the workshop as the designated discussants.

Recommendations:

e To save local industry by increasing exports and
reducing dependency on imports.

e Bangladesh’s tariff structure will have to gradually be
made fully compliant with WTO rules, particularly
as the economy moves towards out of LDC status by
2026.

e By 2026 or earlier average nominal tariffs will have to
brought down to other lower middle-income countries
and/or comparators in the Asia-Pacific region.

e Formulation of National Tariff Policy.

e Tariffs and other trade taxes must be modernized
and made export friendly, business and investment
friendly.

e Adopting a Single Rate for similar goods by avoiding
Multiple rates at HS-6.

e Regional integration could help Bangladesh to speed
up market diversification and economic growth in the
post-pandemic world.

10

Signing FTAs, attracting export-seeking FDI, and
reducing trade costs by improving trade facilitation to
face the challenges of graduation.

Government may prepare steps for getting GSP+ after
LDC graduation.

Bangladesh could improve its revenue performance
by broadening tax base.

Bangladesh should be self-dependent following the
appropriate ways.

Import duty should be reduced and export should also
be facilitated.

GSP benefits after LDC graduation need to be
negotiated.

FTAs should be signed on the basis of existing
relations.

LDCs need to build capacity to address new
obligations based on RoU after graduation.

Tariff structure must be rationalized in consistent with

the middle-income country by 2026 as we graduate
from LDC.

34% of the total revenue in Bangladesh earns from
import duty. To reduce dependency on import duty,
we have to focus on VAT and income tax revenue.
As there is a possibility of revenue loss, the local
industry needs to be protected.

Tariffs should be in line with middle income countries.
A win-win situation has to be ensured while signing
FTA/CEPA.

FTAs should be signed as per product demand and
cost-effectiveness should also be examined.

Need to analyze single transformation, double
transformation, etc.

Tax-GDP ratio is now less than 10% which is not
good. Increase should be considered.

We need to sign FTAs with countries that have large
industries like China, India etc.

We need product innovation, need to find out
comparative advantage from a microeconomic level
study for gaining from FTA.

FTA must be cost effective for Bangladesh. Because
FTA will not be profitable if is not cost effective.

FTA is very feasible for Bangladesh as we are very
conservative in changing tariff structure. In that case,
FTA will motivate us to bring urgent reform in tariff
structure.

If we reduce tariff on imported raw materials for
further value addition or producing exportable items,
it will create employment and generate income.
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Seminar on “dourney of the CMSME’s from Startup to
Scale up: Challenges and Prospects

Dhaka Chamber of Commerce &
Industry (DCCI) organized a seminar
on “Journey of the CMSME’s from
Startup to Scale up: Challenges and
Prospects” on October 29, 2022,
Saturday at DCCI Auditorium,
Motijheel. The objective oftheseminar
is to address the challenges and
prospects of start-up in Bangladesh
and chart recommendations to
develop financing ecosystem and
sustainable development for early-
stage start-ups.

Fahim Ahmed, CEO, Pathao made
the keynote presentation. In addition
to deliver the welcoming remarks,
Rizwan Rahman, President, DCCI,
moderated the seminar. NM Zeaul Alam PAA, Senior
Secretary, ICT Division, Government of the People’s
Republic of Bangladesh graced the occasion as the
Chief Guest while Dr. Shaikh Shamsuddin Ahmed,
Commissioner, Bangladesh Securities and Exchange
Commission (BSEC) attended as the special guest.
Furtehrmore, Syeda Ambareen Reza, Co-founder & MD,
Foodpanda Bangladesh Limited, Tanveer Rashid, Director
of Finance, Chaldal Limited and Nirjhor Rahman, CEO of
Bangladesh Angels provided valuable views and opinions
as designated discussants.

Recommendations:

e To ensure regulatory collaboration among all the
agencies at the operational level to maximize results
from startups.

* Some changes are coming into effect based on reality
but the evaluation system of the start-ups needs to
be improved. As we move into the fifth industrial
revolution, we need a simple valuation process.

e Mitigating financing problem, private equity, venture
capital and angel investors can play a vital role if the
risks in this sector can be rationalized.

e Building a healthy startup ecosystem in Bangladesh
requires investment in the payment systems and
logistics. Large Bangladeshi companies can become
angel investors and support start-ups unleash their
potential.

¢ Bangladeshi tech startups need to increase their ability
to compete with global start-ups to meet the local
and international demand for data analytics, process
design and software development.

Government and relevant authorities should patronize
research and development in both the government
and non-government sectors. They also need to
provide financial incentives to investors for investing

in startups.

For ensuring smooth start-up ecosystem we need
to create International standard start-up incubation
centres, startup pioneers, expert consultation, startup
exhibition, networking, mentor development, low-
cost financing options with necessary regulatory
reforms including Industrial policy, Export policy,
Fiscal policy, Foreign Exchange Regulation and SME
policy and others.

Private sector with government support should be
made to invest and provide working capital for new
start-ups, especially the fintech and logistic areas.
Various MENA countries have a higher concentration
of venture capitalists who are willing to invest in
emerging economies like Bangladesh. DCCI can
arrange P2P or face-to-face networking events to
connect startups with national and international
venture capitalists.

Industry Academia collaboration needs to be ensured
for creating innovation-led startups.

Government has to continue its support for Startup
entrepreneurs and CMSMEs to create successful
startups.
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Interest rate rise, volatile markets signal growing risks

Financial stability has gotten more
tense as central banks continue to
raise interest rates amid a gravely
unpredictable global environment.
Major risks to financial conditions are
posed by inflation at multi-decade
highs, continuing deterioration of
the economic outlooks in many
regions, and persistent geopolitical
risks, among others, according to
the latest GlobalFinancial Stability
Report. Central banks have resorted
to accelerate monetary policy
tightening or normalization to
confront rapidly high inflation to
avoid its pressures from becoming
permanent. Moreover, advanced
and emerging economies are facing
huge risks and vulnerabilities across
different sectors and regions.

Financial vulnerabilities are elevated
for  governments, many  with
mounting debt, as well as nonbank
financial institutions such as insurers,
pension funds, hedge funds and
mutual funds. Rising rates have
added to stresses for entities with
stretched balance sheets, reports IMF.
At the same time, the ease and speed
with which assets can be traded at a
given price has deteriorated across
some key asset classes due to volatile
interest rates and asset prices. This
poor market liquidity, together
with  pre-existing  vulnerabilities,
could amplify any rapid, disorderly
repricing of risk, were it to occur in
the coming months. Global markets
are showing strains as investors have
recently become more risk-averse
amid heightened economic and
policy uncertainty. Financial asset
prices have fallen as monetary policy
has tightened, the economic outlook
has deteriorated, recession fears have
grown, borrowing in hard currency
has become more expensive, and
stress in some nonbank financial
institutions has accelerated. Bond
yields are rising broadly across

TP Y

credit ratings, with borrowing costs
for many countries and companies
already rising to the highest levels in
a decade or more.

Property concerns

The faltering property sector in many
countries raises concerns about risks
that could broaden and spill over
into banks and the macroeconomy.
Risks to housing markets are growing
because of rising mortgage rates
and tightening lending standards,
with many more potential borrowers
now being squeezed out of markets.
Stretched housing valuations could
adjust sharply in some market
segments. Emerging markets are
confronting a multitude of risks,
including high external borrowing
costs, stubbornly high inflation and
volatile commodity markets. They
also face heightened uncertainty
about the global economy, and
policy tightening in  advanced
economies. Strains are particularly
severe in frontier markets generally
smaller  developing  economies
where  challenges are  driven
by a combination of tightening
financial conditions, deteriorating
fundamentals, and high exposure to
commodity price volatility.

Investors have so far continued
to differentiate across emerging
economies. While many frontier

markets are at risk of sovereign
default, many of the largest emerging
markets are more resilient to external
vulnerabilities to date. Having said
that, after the stabilization of outflows
in the first half of the year, foreign
investors are again pulling back.
Emerging and frontier market bond
issuance in US dollars and other
major currencies has slowed to the
weakest pace since 2015. Without
improved access to foreign funding,
many frontier market issuers will
have to seek alternative sources and/
or debt reprofiling and restructurings.
The global banking sector has been
bolstered by high levels of capital and
ample liquidity buffers. However, the
IMF’s Global Bank Stress Test warns
these buffers may not be enough for
some banks.

In the event a sharp tightening of
financial conditions causes a global
recession next year amid high
inflation, 29 percent of emerging-
market banks (by assets) would breach
capital requirements. Most banks
in advanced economies would fare
much better, the stress test indicates.
The challenging macroeconomic
environment is also putting pressure
on the global corporate sector. Credit
spreads have widened substantially,
and high costs are eroding corporate
profits. For small firms, bankruptcies
have already started to increase
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because of higher borrowing costs
and diminished fiscal support.

Policy recommendations

Central banks must act resolutely
to bring inflation back to target and
avoid a de-anchoring of inflation
expectations, which would damage
their credibility. Clear communication
about policy decisions, commitment
to price stability, and the need for
further tightening will be crucial to
preserve credibility and avoid market
volatility. Exchange rate flexibility
helps countries adjust to the
differential pace of monetary policy
tightening across countries. In cases
where exchange rate movements
impede the central bank’s monetary

transmission ~ mechanism  and/
or generate broader financial
stability risks, foreign exchange

intervention can be deployed. Such
interventions should be part of an
integrated approach to addressing
vulnerabilities as laid out in the IMF’s
Integrated Policy Framework.

Emerging and frontier markets
should reduce debt risk through
early engagement with creditors,
multilateral cooperation, and
international support. For those in
distress, bilateral and private sector
creditors  should coordinate on
preemptive restructuring to avoid
costly defaults and prolonged loss
of market access. Where applicable,
the Group of Twenty Common
Framework should be used.

Policymakers face an unusually
challenging  financial stability
environment. Though no globally
systemic event has materialized
so far, they should contain further
buildup  of  vulnerabilities by
adjusting selected macroprudential
tools to tackle any pockets of risk. In
this highly uncertain environment,
striking a balance between containing
these potential threats and avoiding
a disorderly tightening of financial
conditions will be critical Il

IMF wants to know
BB strategy for risk
management

The visiting delegation of the
International Monetary Fund on
October 30, 2022 discussed with
Bangladesh  Bank on banking
supervision update, strategic
planning for the financial sector, and

transactions and money laundering.
Bangladesh Bank’s spokesperson GM
Abul Kalam Azad said the central
bank’s discussion on was fruitful
and discussions will continue till
November 9, 2022. Under three
schemes Extended Credit Facility,
Rapid Financing Instrument, and
Rapid Credit Facility a total of $4.5
billion has been sought from the IMF.

risk management issues, said officials
with knowledge of the meeting.
Deputy governors AKM  Sajedur
Rahman Khan, Abu Farah Md. Nasser
and senior officials of the central
bank joined the discussion. The IMF
team has recommended that the
definition of non-performing loans be
brought to international standards. If
not, there will be questions regarding
Bangladesh’s banking sector in the
international arena. Besides, IMF
has also asked to publish the correct
information on defaulted loans. As
per IMF, the ratio of defaulted loans
is much higher than the central
bank data, said sources close to the
discussion.

According to international standards,
the default loan ratio is considered
tolerable up to a maximum of 3
percent. But in Bangladesh, this ratio
is about 9 percent. This ratio is more
than 20 percent in government banks.
IMF has raised several questions in
this regard. The organization has also
expressed concerns over suspicious

Bangladesh Bank is optimistic about
getting the loans.

The IMF delegation arrived in
Bangladesh on October 26 to discuss
conditions for releasing $4.5 billion
loans for budget support to the
country. Bangladesh’s mission chief
and senior economist of Washington-
based international lender Rahul
Anand led the IMF team in the
discussion with Bangladesh [l

LC for capital machinery
down by 65pc

New investment and business
expansion saw a slow pace after
tightening  import and  global
recession warnings, brought about
by the Russia-Ukraine war. As a
result, opening letter of credit (LC)
for importing capital machinery
decreased by 65 percent in July-
August of the current fiscal year
2022-23. This has no short-term
effect, but in the long run, it affects
Bangladesh’s export trading, experts
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have said. Business owners are
saying no one is being brave enough
to make new investments during
the current turbulent times. Due to
the gas-electricity crisis, sustaining
existing businesses has also become
challenging.

According to Bangladesh Bank data,
from July—August, loans for importing
industrial machinery stood at $400
million, compared to $1.15 billion
during the same period last vyear.
Loan LCs for production purposes
decreased by around 65 percent.
However, during this period the
settlement of debt securities opened
earlier has increased by about 55
percent. In the 2022 fiscal vyear,
LC opening for importing capital
machinery was $6.46 billion, which
is 15 percent higher than the previous
2021 fiscal year. And debt settlement
was $5.26 billion, which is 40 percent
higher than the previous year.

Bank officials say that now
Bangladesh Bank has to be informed
24 hours before the opening of LCs
for more than $3 million in case of
import. In many cases, the central
bank blocks the opening of large LCs.
Again, due to the shortage of dollars,
many banks have stopped or reduced
the opening of large LCs. The impact
of this regulation on opening LCs also
causes decreasing capital machinery
import, they pointed out.

14

Khandkar Golam Moazzem,
Research Director of CPD, said that
Bangladesh witnessed high growth
in the import of capital machinery
in the last one-and-a-half vyears.
The main reason for this is that
many entrepreneurs increased their
production capacity due to the
increased growth in garment exports.
At present, there is no high growth
in exports. Because of that business
expansion is decreasing, he said.

“This will not cause any problems in
the near future. But worryingly, future
investments are suffering. If this trend
continues, industrial production,
export, and employment growth may
stagnate in the long run,” Moazzem
said.

President of the Bangladesh Textile
Mill Association, an association of
textiles owners, Mohammad Ali
said that some of the new mills had
opened capital equipment import
credit before the current crisis. Those
who did not open the LCs earlier now
folded their hands.

Due to this, all the new factories will
not be able to come into production
at the scheduled time, he said. Ali
mentioned that the condition of gas
supply to textile factories has become
worse than before and impacted
production and machine equipment
import [l

Forex reserves fall
below $36b

Bangladesh’s  foreign  exchange
reserves have dropped below $36
billion because of higher import
payments against falling export
earnings and remittance inflows. The
reserves stood at $35.98 billion after
the Bangladesh Bank sold $60 million
to banks for settling government
import payments on October 20,
2022 according to data from the
central bank. In the first week of
July 2020, the country’s reserves
touched a milestone of $36 billion.
Since then, it had kept on rising and
reached $48 billion in August last
year. But this year the reserves have
begun to deplete mainly because of
swelling import expenses amid rising
commodity and fuel prices in the
global market. There is still nothing to
worry as a central bank official said,
“Our reserve is good enough to meet
import bills for the next five months.”

According to the international
standard, a country’s capacity
to make three months of import
payments is considered enough. To
tackle the greenback crisis on the
market, since July this fiscal year,
the central banks injected $4.58
billion into the market more than $1
billion each month. In the 2021 fiscal
year, the total dollar sales to banks
amounted to $7.62 billion. Alongside
analysing different central bank
measures to take the pressure off the
forex reserves, a research team led
by Bangladesh Bank Governor Abdur
Rauf Talukder is now at work to find
ways to shore up the falling reserves.
In July, letter of credit settlements fell
to $7.42 billion from $7.75 billion
a month ago, thanks to the central
bank’s various measures, such as
100 percent LC margin on imports
of luxury products and requirement
to take permission for opening an LC
worth $3 million or more. Similarly,
LC settlements also dropped to $5.93
billion in August.
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Yet, imports rose 17 percent year-on-
year in July—August of the 2023 fiscal
year because of soaring commodity
prices in the international market,
while export earnings increased
by 13.38 percent. In the first two
months of the current fiscal year, the
trade deficit stood at $4.55 billion,
an increase of 6.30 percent or $27
million in contrast to $4.28 billion
in the same period of the last fiscal
year, according to the latest monthly
balance of payments of the central
bank. With imports outpacingexports,
demand for dollars has increased
significantly in recent times. The
country’s inward remittance, one of
the two prime tools for meeting the
foreign currency demand, is falling
too. In September, remittance inflows
stood at $1.54 billion, down from an
average of $2 billion in the previous
two months.

But the remittances rose nearly 5
percent year-on-year in the last
month. As of 13 October, expatriates
sent home $770 million. Treasury
heads of several banks said it is true
that remittances have decreased
slightly owing to fixing the dollar
price for remittances. Banks now
offer a maximum of Tk 108 for a
US dollar for remittances. Banks
are less competitive in collecting
remittances due to this fixing of the
dollar rate. As a result, the dollar rate
in import LC settlements is falling. Dr
Selim Raihan, executive director of

South Asian Network on Economic
Modeling (Sanem), said, “The current
status of the forex reserves is not
alarming, but its declining trend is a
matter of concern for us.” Exports and
remittances fell in September, which
led to a pressure on the reserves, he
said, adding, “The opening of import
LCs is decreasing, but we have to
wait for a few months to have its
positive impact” il

Revenue collection
growth slows in Sept

The revenue collection
has slowed down in September
compared to the previous two
months owing to the downturn of
the country’s economy. According
to the National Board of Revenue
data, revenue collection growth,

growth

including the collection of income
tax, value-added tax and customs

duty, increased by 7.67 percent in
September year-on-year while the
collection growth in the previous
two months increased by nearly 19
percent year-on-year.

From July to September, however,
the revenue collection growth was
a little over 15 percent year-on-
year. Economists and revenue sector
insiders say the revenue collection
growth slowed down largely due to
the decline in imports, which is also
reflected in the NBR data. During
the said period, the collection of
import duty decreased while the
collection of VAT and income tax
increased. Most of the key indicators
of the macro economy are currently
on a downward trend including the
export earnings, which dropped in
September and are showing signs of
further decline this month. Besides,
imports and  remittances  also
decreased in September. According
to the Bangladesh Bank data, the
remittance flow in the first 20 days
of the current month was some $1
billion. In both July and August, total
remittance inflow was $2 billion.

As per NBR calculations, the revenue
collection in September was Tk
26,834 crore from Tk 24,923 crore
year-on-year. Besides, in the first
quarter of the current fiscal year
(July-September),  the  revenue
collection was a little over Tk 67,000
crore which was Tk 58,000 crore
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in the corresponding period of last
fiscal. A review of revenue figures
for September showed that customs
duty collection at the import level
did not increase but decreased by
about 1.5 percent. However, VAT
collection increased by 17 percent
while income tax collection rose
by 7 percent. A senior official of
Chattogram Custom House said that
the revenue growth slowed as the
imports dropped, which continued to
be the same in October.

A Benapole Custom House official
said although the revenue growth
in the Customs House was above
30 percent in September, it shows a
slow growth this month. “Since the
contribution of Chattogram Custom
House is very high in the total import
duty, growth in other custom houses
do not show in the overall picture,”
said the official. Towfiqul Islam Khan,
senior research fellow of the Centre
for Policy Dialogue said, “In the
first two months of the fiscal year,
the main reason for the increase
in import tax was the increase in
imports due to price increase not
due to the efficiency of NBR. As
imports dropped in September, the
revenue also decreased.” According
to the CPD research fellow, revenue
collection can be increased by
controlling tax evasion and making
revenue management online [l

BB assures IMF to lift
lending rate cap soon

The Bangladesh Bank has assured
the International Monetary Fund
(IMF) that it will soon lift the existing
lending rate cap and leave the
country’s foreign exchange market
to a free-floating exchange rate
system. The IMF team, which arrived
in Dhaka on October 27, 2022 on
a 15-day visit to discuss the terms
and conditions of a prospective $4.5
billion loan for Bangladesh, held
several meetings with the Bangladesh

Bank high-ups including Governor
Abdur Rouf Talukder and emphasized
withdrawing the lending rate cap,
and ensuring the market-determined
exchange rate. An official of the
central bank said, “The IMF asked us
about the floating exchange rate. We
said the interbank exchange rate of
the banks is now market-determined,
and also assured them that the central
bank is moving toward a free-floating
exchange rate.”

Currently, there are four different
exchange rates in the forex market
the central bank’s dollar selling
rate to meet government liabilities,
banks’ remittance rate, LC (letter
of credit) rate, and export proceeds
encashment rate. According to
sources, the visiting IMF team
held two rounds of meetings with
Bangladesh Bank officials from
9:30am to 12:30pm on October 27
where they discussed a wide range of
issues, including the recent monetary
development and outlook, interest
rate  development,  government
bonds, monetary exchange rate,
research  development,  banking
issues, the balance of payments,
external loan disbursement, recent
trade performance, recent exchange
performance, risk-based supervision,
and technical meeting on anti-money
laundering.

The other representatives from the
central bank who met with the
included deputy

IMF  delegation

governors Ahmed Jamal and Kazi
Saidur Rahman, and officials of
the Forex Reserve and Treasury
Management and Accounts and
Budgeting  departments of the
Bangladesh Bank. Bangladesh Bank
spokesperson Abul Kalam Azad
said the IMF told the Bangladesh
Bank that it would make a decision
on granting a loan to Bangladesh
within the next two weeks. He
also said the IMF delegation during
their discussions with the central
bank did not give Bangladesh any
condition regarding getting loans
from the IMF. They, however, stressed
financial sector reforms and restoring
discipline in the banking sector and
raised questions about the lending
rate cap, and different exchange rates
of the US dollar.

On 1 April 2020, the central bank set
a maximum interest rate of 9 percent
on all bank loans and a maximum
of 6 percent on deposits. But, on 8
August 2021 in the wake of rising
commodity prices, the central bank
ordered banks to keep deposit rates
higher than the rate of inflation. The
inflation rate in the country jumped
to 9.5 percent in July, although it
dropped slightly to 9.1 percent in the
following month.

Banks have had to increase the
deposit rate as the rate of inflation
kept rising, but the lending rate
remains the same. Apart from this,
due to the increase in the country’s
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imports following the reopening
of the economy post-Covid and
an increase in import costs in the
wake of the Ukraine-Russia war, the
central bank has sold a huge amount
of dollars in light of the demand of
the banks. The central bank has sold
around $4 billion to various banks so
far in the current financial year. As a
result, about Tk 40,000 crore went
to the central bank’s vault from the
market. Last year, about Tk 70,000
crore entered the central bank from
the market against the sale of $7.62
billion.

In this situation, banks in the country
are now facing a liquidity crisis along
with dollar shortages. Besides, the
growth of deposits in the banking
system is low in recent months as
many banks are not keen to raise
interest rates on deposits. On the
other hand, borrowers are taking
loans easily due to the lending rate

cap

Bangladesh’s forex
reserves as per IMF’s
calculation

The IMF says the Bangladesh Bank
has overstated its foreign exchange
reserves by $8.4 billion, although the
Bangladesh Bank claims that it has
been calculating the volume of the
reserve following the same method
as before. As per the central bank’s
calculation, Bangladesh’s current
reserves of foreign exchanges stand
at $35.80 billion. However, the IMF
says the figure will decrease to $27.4
billion if its accounting method is
followed.

What's for discussion in later
sessions?

As part of the next series of sessions
on 30 October, the IMF mission will
hold discussions with the Bangladesh
Financial Intelligence Unit (BFIU) on
matters of risk-based supervision,
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major challenges, and actions. The
team will also meet with the statistics
departmentdirectorto discuss matters
relating to the balance of payment.
On 31 October, the IMF mission
will meet with central bank Deputy
Governor Abu Farah Md Nasser,
and hold discussions regarding the
present status of state-run commercial
banks, their performance under the
regulator’s MoU, and recent changes
in the board of these banks. The
purpose of the visit is to start that
process formally. Discussions will
include borrowing from the IMF’s
Enhanced Credit Facility (ECF),
Enhanced Funding Facility (EFF)
programme, and the New Initiatives,
Resilience and Sustainability Fund
(RST) programme ¥ |

Bangladesh can up export
$18b more in EU: study

Bangladesh exported $23 billion to
27 countries of the European Union
(EU) which can be increased $18
billion more by enhancing production
capacity and product diversification,
as per a study. The study was
conducted by Research and Policy
Integration for Development with
the cooperation of Friedrich-Ebert-
Stiftung (FES) Bangladesh on the titled
‘Strengthening Bangladesh-EU Trade
and Economic Cooperation: Issues
and Policy Priorities.” Sharifa Khan,
Secretary, the Economic Relations

Division, Ministry of Finance, was
present in the discussion on the topic
as the chief guest. Charles Whiteley,
Ambassador and Head of Delegation
of the EU to Bangladesh, was present
as guest honor. Dr Abdur Razzagq,
Chairman RAPID preside over the
function.

ERD secretary Sharifa said the EU is a
very friend and development partner
in all environments for Bangladesh.
She urged to enhance support by
providing duty-free and quota-free
access of Bangladeshi products to
EU markets after graduation. “The EU
has a lot of opportunity to increase
import of Bangladeshi products as
Bangladesh is producing diversified
and quality besides RMG,” she added.
The program shares the findings of
the study that looks into issues and
policy options for a renewed and
transformed trade and economic
partnership  with  the European
Union- an indispensable trade and
development partner of Bangladesh.
The study report stated, over the past
decades, the European Union (EU)
has emerged as an indispensable
trade and development partner for
Bangladesh.

The EU is by far the largest export
market as almost half of Bangladesh’s
merchandise exports are destined
for the EU. Taking advantage of the
Everything But Arms (EBA) initiative
designed for providing preferential
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duty-free and quota-free market
access of goods originating from the
least developed countries (LDCs)
Bangladesh’s combined exports to
the EU and UK expanded rapidly
from US$2.5 billion in 2000-01 to
$25billion in 2021-21.

In value terms, more than 80
percent of all trade preferences
for Bangladesh is obtained from
European markets. Bangladesh has
been the single largest beneficiary
of EU trade preferential schemes, the
study said.

The EU is also a major source of
foreign direct investment (FDI) in
Bangladesh. Between 2017 and 2021
the net FDI flow from EU countries
were $3.5 billion accounting for
about a quarter of all such flows into
Bangladesh during the same period.
The FDI stock in Bangladesh due to
the EU is more than 12 percent of
the total stock. Bangladesh still has
enormous export potential in the
EU as it is estimated that currently
only 60 percent of export potential is
utilized Il

US apparel import
from Bangladesh up by
53.54pc in Jan-Aug

The apparel import of the United
States from Bangladesh increased
by 53.54 percent in January—August
compared to the same period of
2021, as it holds the position of the
3rd largest apparel import source
for the United States. Meanwhile,
Bangladesh’s imports from the world
grew by 37.35 percent in the same
period, according to the data released
recently by the US’s official source
“Office of Textiles and Apparel”.
In January-August 2022, the USA
imported $6.64 billion worth of
apparel from Bangladesh.

During the first eight months of 2022,
USA’s imports from China grew by
37.17 percent and reached $15.56
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billion. Atthe same time, imports from
Vietnam stood at $12.80 billion with
33.62 percent year-on-year growth.
Among the top ten apparel suppliers
to the United States, imports from
India, Indonesia, Cambodia, South
Korea and Pakistan increased by
56.90 percent, 56.48 percent, 51.64
percent, 42.96 percent and 42.16
percent year-on-year respectively. The
import figures indicate that United
States’ retail industry is witnessing a
fast recovery from Covid crisis. This
reflects Bangladesh’s export till July
2022 which was significantly higher.

Such a sharp uptick in USA’s import
growth is not foreseen in the current
month and onward due to the
depressive global economy and rising
inflation. Since Bangladesh’s RMG
export maintained positive growth
till August, this will reflect in USA’s
imports in September, so some growth
may be observed in US imports from
Bangladesh in September, reads the
report of OTEXA. However, it’s likely
that US’s imports from Bangladesh
may post negative growth in October

2022 1@

Energy crunch pushes
apparel units into
uncertainty

The ongoing gas and power crunch
is hurting the readymade garment
industry severely, as apparel-makers
face production costs spiralling
and export orders plummeting,

according to the Bangladesh
Garment Manufacturers and
Exporters Association. “If such a
situation continues, the country’s
garment industry will be in serious
trouble in the coming months,”
BGMEA President Faruque Hassan
said at a press conference in Dhaka
on October 30, 2022. Faruque
Hassan also expressed doubt about
attaining the annual export target for
the current fiscal year. According to
the BGMEA president, many apparel
factories are already struggling with
worker payments. The association
is assisting its members to get bank
loans to pay the workers.

But the BGMEA itself is in the dark
about how long the energy situation
would continue, Faruque Hassan told
the programme while inaugurating
“Centre for Innovation, Efficiency,
and OSH” at BGMEA office. He said
the export growth was good in the
first two months of the current fiscal
year. But after the July-August period,
work orders have been declining
gradually. Referring to the latest data
by the Export Promotion Bureau,
the BGMEA president said apparel
exports registered a 7.52 percent
fall in September, while knitwear
dropped 9 percent and woven 5.66
percent.

The BGMEA president said there will
be a negative growth of around 20
percent in October. “We fear business
will worsen in November [l
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India growth outlook stagnates, stuck in lower gear

India’s economy will grow well below
its potential over the next two years,
with inflation staying above the mid-
point of the Reserve Bank of India’s
tolerance band despite recent interest
rate rises, according to a Reuters poll
of economists. While growth was
expected to be faster than many other
economies, it would be too slow for
the job creation needed to pull tens
of millions of people out of poverty in
a country typically ranked one of the
worst in the world for hunger.

Growth likely slowed sharply to
an annual 6.0 percent in the third
quarter from 13.5 percent in the
second that was supported mainly
by statistical comparisons with a year
earlier rather than new momentum.
It was expected to decelerate further
to 4.4 percent in the fourth quarter,
according to an Oct. 13-19 Reuters
poll.

The median expectation was for 6.9
percent growth in the 2022-23 fiscal
year, slightly above International
Monetary Fund (IMF) and World
Bank projections of 6.8 percent. It
was forecast to slow to 6.1 percent
next year. While those figures were
only trimmed from the previous
poll medians, a deteriorating global
economic outlook suggests there may
be further downgrades in coming
months.

“India has...its own set of domestic
challenges:  weak  employment,
negative real wages and weakening
industrial activity even in the lead
up to the main festive season,” noted
Kunal Kundu, economist at Societe
Generale. “This, we believe, will
result in the RBI having to shift its
focus toward supporting growth
and away from anchoring inflation
expectations by engineering a growth
slowdown.”

The poll results underscore how the
RBI's interest rate-hiking campaign,
which only started five months ago
and according to the poll will end
in the first quarter of 2023, has done
little to bring down price pressures.

Inflation is felt most acutely by
lower-income households who form
a significant portion of the country’s
population of about 1.4 billion
people. Like other economies around
the world, India has struggled with
soaring energy prices stemming from
Russia’s invasion of Ukraine and a
particularly devastating pandemic,
from which businesses are still
recovering. India’s retail inflation
accelerated in September to a five-
month high of 7.41 percent year-on-
year as food prices surged, raising
fears of further rate hikes when the
central bank meets for its next policy
review in December.

While the central bank’s targeted
band for inflation is 2 percent-6
percent, the poll showed inflation
would average 6.7 percent in the year
ending March 2023, and 5.2 percent
in the following year, a small upgrade
from 6.6 percent and 5.0 percent in
a September poll. “Easing food and
energy inflation will drag headline
consumer price inflation lower
over the coming months, but strong
underlying price pressures mean that
the drop will be gradual and inflation
will remain elevated,” noted Shilan
Shah, senior India economist at
Capital Economics.

A falling rupee , which has lost over
10 percent of its value against the
dollar this year, is also adding to
inflationary pressures through import
prices. Despite the RBI burning
through its dollar reserves, the
rupee has hit multiple lifetime lows
against the greenback this year and
was trading close to 83 per dollar on
October 11. The poll showed the RBI
taking a softer approach with rates.
Despite no clear majority, median
forecasts showed the central bank
hiking the repo rate by another 50
basis points to 6.40 percent by end-
March. It was then expected to stay
there until end-2023 A

India exports in Sept
may be $61.10b

India’s overall exports in September
2022 are estimated to be $61.10
billion, exhibiting a growth of 10.24
percent over the same period last
year, said government data released
by Ministry of Commerce and
Industry on 14 October. While the
overall imports in September 2022
are estimated to be $76.26 billion,
exhibiting a positive growth of 10.73
percent over September 2021.
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As compared to $33.81 billion in

September 2021, the merchandise
exports in September 2022 were
$35.45 billion, exhibiting a positive
growth of 4.82 percent, said
the government data. Also, the
merchandise imports in September
2022 were $61.16 billion which is an
increase of 8.66 percent over imports
of $56.29 billion in September 2021.

Between  April-September 2022,
the merchandise exports stood at
$231.88 Billion as against $198.25
billion during the same period
in 2021, registering a positive
growth of 16.96 percent. While the
merchandise imports were $380.34
Billion between  April-September
2022 as against $274.50 billion in
2021, registering a positive growth
of 38.55 percent. During April-
September 2022, the non-petroleum
and non-gems and jewellery exports
was $160.00 billion, a surge of 6.41
percent over the same period in
2021.

The imports for these items were
$223.99 billion in April-September
2022, and it recorded a positive
growth of 35.18 percent, as compared
to $165.70 Billion in April-September
2021, the data said. In the services
trade, the balance in September 2022
is estimated at $10.56 billion, which
is an increase of 16.94 percent over
September 2021 of $9.03 billion, the
government release said Il
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Pakistan export to China
up 2pc in Jan-Sept

Pakistan’s exports to China crossed
$2.57 billion in the first nine months
of this year, up 2 percent year on
year, shows the official data from the
General Administration of Customs
of the People’s Republic of China
(GACCQ). Ghulam Qadir, Commercial
Counsellor at Pakistan Embassy in
China, said that Pakistan’s exports
to China are increasing every month
on a yearly basis and the Pakistani
government is working hard to
increase export to China and reduce
the trade deficit to enhance bilateral
trade.

“We are working with the Chinese
partners to shift some of the strategic
andpriority sectorsand manufacturing
facilities to Pakistan. Our main target
is to produce products in Pakistan
and export to the world”, he stated.
According to data from GACC, in
the month of September Pakistan’s
exports to China crossed $182.18
million whereas, in the same month
last year, it was $257.47 million
which showed the floods hit badly
Pakistan’s exports worldwide.

Overall, from January to September
2022, China’s imports and exports
from Pakistan counted $20.19 billion
up 3 percent year on year while in the
same period of 2021 it was $19.60

billion, whereas in the month of
September Pakistan’s exports to China
decreased by 29 percent year-on-
year, due to heavy monsoon caused
floods and Covid 19 which destroyed
many sectors including agriculture,
infrastructure, and industry.

According to a Pakistani expert, the
trade potential volume between
Pakistan and China in all sectors
is always great and the business
community can take benefit from
it He said recent floods have
devastated ~ Pakistan’s  economy
because 33 million people have
been affected and the agriculture
sector has faced losses, adding that
but still there is a space for increasing
trade activity because China is the
second largest economy in the
world and a major trading partner
of Pakistan. The exports of major
products to China increased such as
rice, Zinc ores & concentrates, oil
seeds and oleaginous fruits, sesamum
seeds, pine nuts, seafood, and other
agricultural products Il

Lanka trade deficit
shrinks in Aug as import
expenditure declines

Sri Lanka’s trade deficit contracted in
August 2022 as import expenditure
declined, year-on-year, for the sixth
consecutive month, while earnings
from exports increased, the Central
Bank reported in its External Sector
Performance review for the month.
Merchandise trade deficit declined
to US$264 million in August 2022,
compared to US$586 million in
August 2021.

The cumulative deficit in the trade
account during March to August
2022 contracted to US$3.899 billion
from US$5.507 billion recorded over
the same period in 2021. Earnings
from merchandise exports in August
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2022 grew by 11.2 percent over
August 2021 recording US$1.224
billion. An increase in earnings was
observed in industrial exports and
agricultural exports, while a decline
was recorded in mineral exports.
Earnings from the export of industrial
goods increased by 12.6 percent in
August 2022 to US$965.3 million,
compared to US$857.4 million in
August 2021.

Total earnings from the export
of agricultural goods in August
2022 increased by 6.2 percent to
US$254.2 million, compared to
August 2021, mainly attributed to the
exports of tea. Export earnings from
tea in August 2022 Increased by 6.5
percent. Expenditure on merchandise
imports in August 2022 declined by
11.9 percent to US$1.486 billion,
compared to US$1.687 billion
recorded in August 2021.

Adeclineinexpenditure was observed
in import of non-food consumer
goods and investment goods, while
an increase was recorded in import
of food and intermediate goods.
Meanwhile, import expenditure on
a cumulative basis from January to
August 2022 amounted to US$12.8
billion, which is a decline of 4.6
percent (y-o-y). Earnings from tourism
are provisionally estimated at US$68
million for the month of August 2022,
in comparison to US$85 million in
July 2022.

Workers’ remittances increased by
52 percent in August 2022, year-
on-year, to US$325 million from
US$279 million in comparison to
US$279 million in the previous
month, recording the highest
monthly remittances thus far during
2022. A marginal net inflow of
foreign investment was recorded in
the government securities market in
August 2022. The net inflows from
the government securities market
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in August 2022 amounted to US$6
million.

Meanwhile, on a cumulative basis,
the Colombo Stock Exchange (CSE),
including primary and secondary
market transactions, recorded a
net inflow of foreign investments
amounting to US$97 million during
the eight months ending August
2022. Gross official reserves stood at
U$1.7 billion at end August 2022.

This included the swap facility
from the People’s Bank of China
equivalent to around US dollars
1.4 billion, which is subject to
conditionalities on the usability. Total
foreign assets, which consist of gross
official reserves and foreign assets
of the banking sector, amounted
to US$5.7 billion at end August
2022. Exchange rate continued to
remain stable through August 2022,
following the introduction of daily
permissible band in mid-May 2022.
Accordingly, during the year up to 06
October 2022, the rupee recorded a
depreciation of 44.8 percent against
the US dollar Il

Nepal traders hopeful
of restricted import
resumption

With the government’s ban on the
import of automobiles, mobile

phones, liquor, and motorcycles set
to expire on October 14, traders

have their fingers crossed that the
restrictions will not be extended
again. In a bid to prop up the
country’s depleting foreign exchange
reserves, the government has banned
the import of 10 non-essential items.
Issuing a notice in Nepal Gazette
on April 26, the Ministry of Industry,
Commerce, and Supplies announced
that the import of ‘luxury” items had
been banned till July, which was
then extended till August. Along
with all types of alcohol and tobacco
products, large-engine motorcycles,
and mobile phones costing over
$600, the ban also forbade the import
of toys, playing cards, and diamonds.

Although the government had lifted
the ban for certain items at the end of
August, the ban was still enforced for
imports of expensive mobile phones,
automobiles, motorcycles, and liquor
till October 14. Sunil Rijal, vice-
president of NADA Automobiles
Association of Nepal, said that he is
hopeful of the ban being lifted. “The
import ban has not only affected
businesses but the government
as well due to low generation of
revenue.

The improvement in the country’s
forex reserves and the loss of
revenue could prompt lifting of
the restrictions, but it is up to the
government to decide,” he said.
According to him, businesses have
incurred massive losses this year due
to the import restrictions.
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“The ban has affected importers,
showrooms, spare part traders, as
well as tyres traders. Moreover,
the liquidity crunch in the country
and the refusal of banks to disperse
loans have further affected sales. This
has affected other businesses and
industries from other sectors as well,”
Rijal added. As per Resham Thapa,
economist and associate professor at
the Central Department of Economics
of the Tribhuvan University, the
government could lift the import
ban as the country’s forex reserves
have now improved to cover the
import costs of at least seven months.
“Earlier, the government had imposed
restrictions on imports of certain
items following the imbalance in our
external sector that led to country’s
foreign exchange reserves depleting
to risky levels.

However, with improvements in
tourism and remittance, the country’s
forex reserves has also increased
over time. Looking at the current
macroeconomic indicators, we can
say that we are at a comfortable
position and the restrictions on
imports for certain commodities can
be lifted for now,” he said. Thapa
also said that while the restrictions
on imports helped in improving
the country’s forex reserves, it also
affected the economic activities
related to trade in certain technical
ways.

“The ban on imports of automobiles
affected ~ the  country’s  fuel
consumption, workshops, and the
revenue collected by the government,
among other economic activities.
Thus, lifting the ban now can assist in
recovering some of the lost economic
activities,” he added.

Meanwhile, an official of the
Department of Commerce, Supplies
and Consumer Protection said that
the Ministry of Industry, Commerce
and Supplies is working towards
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coming up with a decision regarding
the import restrictions. The ministry
officials, however, could not be
reached for a comment despite
repeated calls.

ADB lends $37m
to Bhutan for fiscal
sustainability

The Asian Development Bank has
approved a $37.35 million policy-
based loan to support Bhutan’s green
and resilient economic recovery from
the Covid pandemic. The budget
support will fund the first subprogram
of the Fiscal Sustainability and Green
Recovery Program, which supports
medium-term institutional and policy
reforms to expand domestic resource
mobilization; promote private sector
development, especially cottage
and small industries; and introduce

climate change adaptation and
mitigation measures.
“The Covid pandemic severely

affected Bhutan’s economy, which
had been performing well in the past
2 decades. Fiscal sustainability is
critical to Bhutan as it recovers from
the pandemic and aspires to become
a high-income country by 2030,” said
ADB Public Management Economist
for South Asia Chandan Sapkota.

“Through the program, government
revenue will increase and expand the

fiscal space for investments needed to
achieve green, resilient, and inclusive
development.” Nearly 40 percent of
economic activities in Bhutan, which
rely heavily on hydropower to drive
growth, are susceptible to climate
change. The program will help
lay Bhutan’s foundation for green
recovery by supporting national
adaptation plan, climate-resilient
development strategy, and green
finance.

The program will also help strengthen
domestic  resource  mobilization,
particularly through reforms in the

areas of customs administration,
tourism, a medium-term revenue
strategy, and public financial

management. Business development
in  Bhutan is constrained by
complicated processes, shortage of
skilled workforce, low digitalization,
reliance on state-owned enterprises,
and limited access to finance. The
program will support a range of
reforms, including the streamlining
of licensing procedures, promotion
of business ventures, fiscal incentives
for cottage and small industries, and
market-responsive  technical and
vocational education and training.
A $1 million technical assistance
has also been provided to support
the implementation of policy

actions, including the strengthening
of executing and
agencies Il

implementing
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China losing more manufacturing, export dominance

China is losing more manufacturing
and export market share in key sectors
to Asian neighbors, with recent “Zero
Covid” policies a significant factor
leading to further erosion in its long-
time dominance of global trade.
According to data shared with CNBC
by transport economics firm MDS
Transmodal, China has lost ground in
key consumer categories, including
clothing and accessories, footwear,
furniture, and travel goods, while also
seeing declines in its share of exports
from minerals to office technology.

“China’s Zero Covid approach
is impacting  production and
manufacturers are  seeking for
alternatives to the current ‘factory
of the world’,” said Antonella
Teodoro, senior consultant at MDS
Transmodal.  “Drilling down to
the individual commodity groups
exported from China, we observe
that China has been continuing to
lose market share, with Vietnam
amongst the countries gaining
importance on the international
landscape,” Teodoro said. That view
matches other recent market research
on the gains being made by Vietnam
in particular. Teodoro said Vietnam’s
close proximity to China and cheap
labor are reasons why Vietnam is
considered a suitable alternative.
Ocean carrier MSC, along with the
Vietham  Maritime  Corporation,
announced in July the creation of
a new transshipment container
terminal project near Ho Chi Minh
City.

Once completed, this terminal would
become the largest in the nation. Both
Maersk and CMA CGM are investing
in their own facility expansions in that
region. “Shipping lines are looking
for new markets and investing and
expanding new markets,” Teodoro
said. “They perceive demand and
are creating a market with these
investments.” The competition had

China Losing Its Export

Dominance
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been intensifying in the years before
Covid. Vietnam has taken the lion’s
share of the manufacturing trade
away from China with an almost 360
percent increase in far-distance trade
since 2014 — the year the country
started to invest in its maritime and
manufacturing sector.

Malaysia and Bangladesh have
taken apparel manufacturing away
from China, according to MDS
Transmodal, while Taiwan has
seen a marginal uptick in metal
manufacturing. Since U.S. trade
tariffs in 2018, there has been a hunt
for alternative sourcing locations to
China, initially limited to fashion and
footwear, according to Akhil Nair,
senior vice president of products,
Asia Pacific for SEKO Logistics.
The compounding impact of Covid
lockdowns in  China (Shenzhen,
Ningbo, etc.) and the disruptions in
supply chains led to what Nair called
“a quick ramp up in clients hedging
their sourcing geographies, especially
with countries like Vietnam.”

Nair says SEKO has seen an increase
in intra-Asia trade for raw material
flows and subsequent finished goods
exports rising from Vietnam and other
southeast Asian countries.

“While recent China lockdowns
don’t impact vessel operations or
the terminal itself, it is clear that

there remains impact on other highly
dependent parts of the supply chain
like trucking, CFS warehousing, and
container yards in some cases,” Nair
said. Data from freight tracking firm
Project44 shows that the total vessel
TEU (container) capacity departing
Chinese ports has been dropping
since the onset of the pandemic
lockdowns at the beginning of 2021.

A pre-2021 monthly vessel capacity
of around 11.2 million TEU dropped
to 8.6 million TEUs departing
Chinese  ports in  September,
representing a 23.2 percent decrease
in vessel capacity leaving Chinese
ports, according to Josh Brazil, vice
president of supply chain insights for
Project44.There has been a continued
decline in shippers placing orders for
container transport by ocean carriers,
according to ocean bookings tracked
by FreightWaves SONAR [l

China growth lags
Asia-Pacific 1st time
in decades

Covid-zero policies and the housing
market crisis have put China’s
economic growth behind the rest
of the Asia-Pacific region for the
first time in more than 30 years,
according to World Bank forecasts.
In a biannual report released, the
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US-based institution said the annual
growth outlook for East Asia and the
Pacific region had been downgraded
from 5 percent to 3.2 percent.
However much of that decline was
down to economic woes in China,
which constitutes 86 percent of the
region’s economic output.

The World Bank forecast GDP
growth in China the world’s second
largest economy of just 2.8 percent
for 2022, while the rest of the
23-country region was expect to
grow 5.3 percent on average, more
than double 2021’s 2.6 percent rise.
China’s divergent path put its GDP
growth behind its neighbors for the
first time since 1990. The World
Bank said high commodity prices
and a post-pandemic rebound in
domestic consumption were driving
the Asia Pacific rise. But China’s
strict commitment to its zero-Covid
policy had disrupted industry as well
as domestic sales and exports, the
World Bank said. A crisis in China’s
housing and property development
sectors has also worsened conditions.
In August, new home prices in 70
Chinese cities fell by a worse-than-
expected 1.3 percent year on year,
according to official figures, and
nearly a third of all property loans are
now classed as bad debts.

In 2021 Chinese government figures
put its annual GDP growth at 8.1
percent the country’s best in a
decade, and predicted 5.5 percent for
2022. This year the World Bank had
forecast a slowdown, with growth at
just 5 percent, until report decreased
it even further. For 2023, the world’s
second-largest economy was seen
growing at 4.5 percent. China’s
government is just weeks away from
its most important political event,
the twice-a-decade Party Congress
where the political elite are reshuffled
around the various positions of power
in the one-party state. Leader Xi
Jinping is expected to be reappointed
for a precedent-breaking third
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term, and with heightened political
sensitivity there have been no signs
of any relaxation of Covid rules. The
hardline policy continues to see tens
or hundreds of millions of people
under lockdown or other restrictions
at any one time, and has ravaged
local and national markets [l

Japan logs $73 billion
trade deficit in six months

Japan posted a record 11.01 trillion
yen ($73 billion) trade deficit in the
first half of fiscal 2022 as imports
surged on higher energy and raw
material prices, magnified by the
yen'’s decline against the U.S. dollar
to its lowest level in decades, Finance
Ministry data showed on October
20, 2022. The red ink showed the
vulnerability of the resource-scarce
nation that relies heavily on imports.
The weaker yen, once welcomed as
a boon to exporters, a major driver
of economic growth, has eroded
national wealth. The deficit was the
biggest for any fiscal half-year period.
Japan logged its previous record
trade deficit of 8.76 trillion yen in the
October-March period of fiscal 2013.
Comparable data became available
in 1979.

In the six months to September,
imports jumped 44.5 percent to
60.58 trillion yen, outpacing exports
that grew 19.6 percent to 49.58
trillion yen, both record totals, the

preliminary ministry data showed.
Major Japanese exports included cars
and semiconductors, while imports
of crude oil, liquefied natural gas and
coal saw marked growth.

“The effect of higher energy prices
and the weaker yen was big,” said
Yuichi Kodama, chief economist at
the Meiji Yasuda Research Institute.
“Exports have been benefiting from
the yen’s depreciation of late, which
should boost gross domestic product.
That said, national wealth has been
shrinking, in a blow to the prime
minister’s push for redistribution,”
he added. Japan has been running a
trade deficit for the past 14 months,
with Russia’s war against Ukraine
sending crude oil and other energy
prices sharply higher. In September
alone, the deficit stood at 2.09 trillion
yen, following a record 2.82 trillion
yen in red ink a month earlier.

The yen’s weakness, a byproduct
of the Bank of Japan’s monetary
easing, has added to the country’s
woes by inflating import prices. For
exporters, however, it means higher
profits earned overseas in yen terms.
The dollar has gained over 30 yen
this year. Prime Minister Fumio
Kishida, who has called for a new
version of capitalism with a focus on
redistribution, has stressed the need
to curb income outflows amid the
weaker yen. Kishida is counting on
a recovery of inbound tourism that
will make the benefits, rather than
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the demerits, of the weaker yen felt
in Japan.

Japan in August saw its lowest
surplus in the current account, which
includes the balance of trade, with
attention on whether the balance
would swing to a deficit on a half-year
basis. In the April-September period,
Japan had a trade surplus of 3.16
trillion yen with the United States,
one of its major trading partners,
helped by U.S.-bound shipments of
cars and machinery. Exports grew
22.8 percent to a record 9.11 trillion
yen and imports rose 32.1 percent to
5.95 trillion yen.

Japan’s trade deficit with China
widened to 2.84 trillion yen, roughly
triplethefigure ayearearlierof 981.49
billion yen. Both exports and imports
hit record highs, but Japan’s imports
of clothes, smartphones and personal
computers outpaced shipments from
Japan. Imports jumped 25.1 percent
to 12.55 trillion yen, compared with
a 7.4 percent rise in exports to 9.71
trillion yen.

With the rest of Asia, Japan had a
trade surplus of 1.30 trillion yen,
while it posted a deficit of 876.55
billion yen with the European Union.
The outlook for export growth
remains uncertain, economists say,
amid monetary tightening in major
economies. “For exports, a weak yen
in and of itself is a plus. There is a
question mark over export growth
because of recession concerns in
the United States, where inflation is
accelerating and (the Federal Reserve)
is raising rates [l

South Korea’s exports
decline for first time

in two years

South Korea’s exports likely fell in
October, shrinking for the first time

in nearly two years in the face of a
global economic slowdown and
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rising interest rates, a Reuters survey
showed on October 27, 2022. The
country’s outbound shipments were
forecast to have fallen 3.0 percent in
October from the same month a year
ago, according to the median forecast
of 11 economists, after growth slowed
to a near two-year low of 2.7 percent
in September.

That would end a 23-month streak of
year-on-year gains since November
2020. The pace of growth has fallen
more sharply since mid-2022, with
growth rates for the past four months
down to single-digits. “Export growth
rate is expected to turn negative in
October on continued impact from
weakening global demand for goods,
downturn in semiconductor cycle,
and slowdown of shipmentsto China,”
said Park Sung-woo, an economist at
DB Financial Investment. During the
first 20 days of this month, exports
shrank 5.5 percent, as sales to China
South Korea’s biggest trading partner
dropped 16.3 percent, on course for
a fifth full month of declines.

Meanwhile, imports were expected
to extend their run of gains to a 23rd
month with growth of 7.2 percent.
Still, the figure would be well down
on 18.6 percent in September and
the weakest since January 2027.
Altogether, they would bring the
trade balance to a deficit for a seventh
consecutive month, putting it on track
for the first annual shortfall in 14

years and the largest-ever. The survey
also forecast the country’s annual
inflation rate for October would be
flat at 5.6 percent, after softening for
a second month in September. The
rate hit a near 24-year high of 6.3
percent in July.

There was, however, some division in
expectations. Of 11 respondents, five
saw the inflation rate rebounding,
while three picked no change and
the remaining three expected it
to ease further. On South Korea’s
factory output, economists expected
production to have extended its
downturn for a third month in
September, falling 0.3 percent on a
seasonally adjusted monthly basis,
after a 1.8 percent decline in August Il

Singapore manufacturers
gloomier on outlook

Singapore manufacturers became
more pessimistic about business
prospects, while industries in the
service sector were overall less
upbeat, according to separate
surveys released on October 30,
2022. For manufacturers, the gloom
deepened as companies continued
to face supply chain challenges and
operational cost pressures amid
Russia’s ongoing warwith Ukraineand
Covid measures in China, according
to the Economic Development
Board (EDB) in its quarterly report.
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These factors, together with weaker
macroeconomic conditions, have
weighed on demand, it said. Overall,
a net weighted balance of 20 percent
of manufacturing firms were gloomy
about the business outlook for the
next six months, from October to
March 2023, compared with 8
percent in the previous quarterly
survey.

The net weighted balance, used to
gauge business sentiment, is the
difference between the weighted
shares of positive and negative
responses.  All  clusters  within
the manufacturing sector, except
transport engineering, aerospace and
land transport, were bearish in their
outlook.

The electronics cluster was the
most  pessimistic, with a net
weighted balance of 37 percent of
firms expecting a worse half-year
ahead. Within the cluster, firms in
the semiconductors segment and
computer peripherals and data
storage segment were concerned
about a rapid softening in consumer
demand, especially from the personal
computer and smartphone markets.

The precision engineering cluster’s
business outlook turned negative
with the deterioration in economic
climate and continuous rise in cost of
operations. A net weighted balance
of 26 percent of such firms were
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negative in outlook, led mainly by
the machinery and systems segment.

In particular, the semiconductor-
related equipment industry expected
orders to weaken in view of the
recent technology export restrictions
imposed by the United States on
China. This negative sentiment
was shared by the biomedical
manufacturing  cluster and the
chemicals cluster, where firms
expected supply chain constraints
and higher operating costs to weigh
on their businesses. In the general
manufacturing cluster, a net weighted
balance of 4 percent of firms saw
business weakening. Printing firms
foresaw more orders as business
events and exhibitions picked up,
but those in the food, beverage and
tobacco business were gloomy over
rising operating costs of energy and
raw materials.

In contrast, the transport engineering
cluster was the most optimistic,
with a net weighted 36 percent
of firms expecting better business
conditions.  This optimism  was
led by the aerospace segment,
which expected higher demand
for aircraft maintenance, repair
and overhaul work on the back of
increased air travel following the
relaxation of travel restrictions in
many countries. As for output, a net
weighted balance of 17 percent of
manufacturers expected production

to drop in the fourth quarter of 2022
from the previous quarter. Only the
transport engineering and general
manufacturing  clusters  projected
higher output, while the rest saw
production falling.

A net weighted balance of 6 percent
of manufacturers expected hiring
to increase for the fourth quarter of
2022, compared with the previous
quarter. In particular, the transport
engineering, general manufacturing
industries, precision engineering and
chemicals clusters expected to hire
more workers.

The service sector, meanwhile, saw
a net weighted balance of 9 percent
of firms predicting more favourable
conditions in the next six months,
according to the Department of
Statistics survey down from 15
percent in its previous quarterly poll.

While most industries within the
sector expected business to pick up,
the wholesale trade and real estate
industries forecast dimmer business
conditions ahead, due to declining
demand for computers for the former,
and the impact of curbs and rising
interest rates for the latter.

However, the retail trade and food
and beverage service industries
expected business to pick up for the
next six months, which coincide with
the year-end festive season. Retailers
of wearing apparel and footwear and
restaurants were among those that
expected better business during this
period.

The recreation, community and
personal services industry also
expected business to improve in the
next six months. Higher education
institutions foresaw more foreign
students with borders reopening.
As a whole, the service industries
expected a rise in hiring activity for
October to December [l
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OPEC+ cuts oil production by 2m barrels a day

OPEC+ has agreed its deepest cuts to
oil production since the coronavirus
pandemic, curbing supply in an
already tight market despite pressure
from the United States and others
to pump more. In a statement after
a meeting in Vienna on October
5, 2022, the global cartel of oil-
producing countries announced it
would produce 2m barrels less a day.
The move could spur a recovery in oil
prices, which have dropped to about
$90 from $120 three months ago on
fears of a global economic recession,
rising US interest rates and a stronger
dollar.

Al Jazeera’s Dominic Kane, reporting
from Berlin, said the effect of the
decision is expected to take three
weeks to be reflected in consumer
prices. He also said that “some
analysts suggest that the US might
seek to free up some of the stocks of
oil that it holds to try to counteract
what OPEC+ is trying to do”.
The US had pushed OPEC not to
proceed with the cuts, arguing that
fundamentals do not support them, a
source familiar with the matter said.
US “disappointed”

Later, the White House said it
was “disappointed” in the OPEC+
decision and called it “shortsighted”.
“At a time when maintaining a global
supply of energy is of paramount
importance, this decision will have
the most negative impact on lower-
and middle-income countries that

are already reeling from elevated
energy prices,” it said in a statement
attributed to US National Security
Adviser Jake Sullivan and Director
of the National Economic Council

(NEC) Brian Deese.

Sources said it remained unclear
if cuts could include additional
voluntary reductions by members
such as Saudi Arabia, or if they
could include existing under-
production by the group. Shortly
after the announcement by OPEC,
US Secretary of State Antony Blinken
said his country’s government was
working “to ensure that energy is on
the market and the prices are kept
low”. Asked at a news conference in
Chile if he was disappointed in US
ally Saudi Arabia for agreeing to the
cuts, Blinken said Washington has a
“multiplicity of interests with regard
to Saudi Arabia”. OPEC+ fell about

3.6 million barrels per day short of
its output target in August. “Higher
oil prices, if driven by sizeable
production cuts, would likely irritate
the Biden Administration ahead of
US mid-term elections,” analysts of
Citi, the leading global bank, said in
a note.

In  their statement, the Biden
administration’s Sullivan and Deese
said the US Department of Energy will
release 10 million barrels from the
country’s strategic petroleum reserve
next month to “protect American
consumers and promote energy
security”. Saudi Arabia and other
members of OPEC+, which groups
the Organization of the Petroleum
Exporting Countries and other
producers including Russia, have
said they seek to prevent volatility
rather than to target a particular oil

price Il

Saudi Arabia economy to grow 8.3pc in 2022

Saudi Arabia’s economy is expected
to grow 8.3 percent in 2022,
before moderating to 3.7 percent
and 2.3 percent in 2023 and 2024
respectively, according to the latest
report released by the World Bank.
In its ‘Gulf Economic Update’ report,
the World Bank noted the growth in
the oil sector is driving the Kingdom’s
economy forward.

According to the report, countries
in the Gulf Cooperation Council
are expected to grow 6.9 percent
in 2022 before moderating to 3.7
percent and 2.4 percent in 2023 and
2024 respectively, primarily driven
by stronger hydrocarbon and non-
hydrocarbon industries. The report
further pointed out that an increase
in oil and gas prices, along with

the ongoing conflict in Ukraine, is
expected to provide a windfall for
the GCC. “Booming hydrocarbon
prices have eased pressure on fiscal
balances and public sector debt
and has increased current account
surpluses in the GCC,” said the
World Bank in the report. The World
Bank also noted that GCC countries
are still struggling to diversify
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their economies which have been
dependent on oil for several decades.

“Despite efforts by GCC countries,
diversification is still below potential.
There is progress in the non-oil
economy but limited success in non-
oil exports,” said the report. The Gulf
region’s collective budget surplus
is expected to reach 5.3 percent of
gross domestic product by the end
of this year. The surplus will then
level to reach 4.2 percent of GDP
in 2023 and 2 percent the year after,
showing significant progress from the
pandemic-driven deficit in 2020 at
10.8 percent of GDP.

The report noted that Saudi Arabia
will record its first surplus in 9 years
at 6.8 percent of GDP by the end
of this year, whereas Bahrain will
be the only GCC country to remain
in deficit in 2022. As a result of the
promising fiscal position of the GCC,
the borrowing needs of the gulf
countries will drop thus promoting
balance sheet resilience in the
region, explained the report. “In
Saudi Arabia, public debt remains
low and is expected to stay constant
in nominal terms as the government
plans to refinance the existing debt
instead of using the large fiscal
surplus to repay it,” the report added Il

UAE calls for joint int’l
action to develop global
trade

Thani Al Zeyoudi, UAE Minister of
State for Foreign Trade, has called
on the global trading community
to move forward with reforms to
modernize and support the efficient
flow of goods and services. During
a recent visit to the World Trade
Organization’s  General  Council
meeting in Geneva, Dr Al Zeyoudi,
who led the UAE delegation, called
for measures to support joint efforts
to back the global body’s role as a
forum for trade negotiations and
an effective platform for solving
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disputes. Global trade is both a key
catalyst for inclusive global growth
and an important remedy for current
economic headwinds, Mr Al Zeyoudi
told the council, which is the WTO's
highest decision-making body.

“Now is the time to push for greater
progress to embrace digitalization
and enhance strategic digital trade
policies, as well as to strengthen
the WTO's role as a forum for trade
negotiation and rule-making, and
an effective platform for dispute
resolution and arbitration,” Al
Zeyoudi said.

Supply chain woes and congestion in
container shipping are affecting the
global exchange of goods, according
to data compiled by Germany’s Kiel
Institute for the World Economy. The
WTO Goods Trade Barometer issued
on August 23 suggested that the trade
of global goods continued to grow in
the second quarter of 2022.

However, the pace of growth was
slower than in the first quarter
and is expected to remain weak
in the second half of the year. The
organization lowered its forecast
for global trade growth this year to
3 percent, from 4.7 percent, due to
the Russia-Ukraine war. Global trade
growth in 2023 is expected to be 3.4
percent.Al Zeyoudi sought support
for the UAE’s bid to host the 13th
WTO ministerial conference in Abu
Dhabi in December 2023.

The UAE, the Arab world’s second-
largest economy, has strong trade
ties globally, a history of support for
multilateralism and a track record
in hosting international events,
which make it an ideal venue for
the conference, Al Zeyoudi told
ambassadors from WTO member
states.

“As we emerge from the biggest
disruption to supply chains in
our lifetimes, member states must
continue to reject isolationism
and protectionism, and pursue
multilateral, multilevel partnerships
that accelerate the flow of goods,
remove unnecessary barriers to
trade and catalyze industrial activity
and job creation,” he said. “With
our  Comprehensive  Economic
Partnership Agreement agenda, we
have placed trade at the heart of our
new economic policy.”

The UAE signed Cepas with India,
Israel and Indonesia, and negotiations
are under way for a similar pact with
Turkey and Georgia, as the country
looks to double the size of its national
economy and push gross domestic
product beyond Dh3 trillion ($817
billion) by 2030. Mr Al Zeyoudi also
met with Ngozi lweala, WTO director
general, Rebeca Grynspan, secretary
general of the UN Conference on
Trade and Development, and Borge
Brende, president of the World
Economic Forum [l
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Qatar trade surplus reaches
QR36.3b in Sept

Qatar’s foreign merchandise trade
balance, which represents the
difference between total exports and
imports, showed a surplus of QR36.3
billion in September 2022, an
increase of about QR17.2 billion or
89.9 percent compared to September
2021, and increase by nearly QRO.1
billion or 0.1 percent compared
to August 2022. The Planning and
Statistics  Authority has released
preliminary figures of the value of
exports of domestic goods, re-exports
and imports for September 2022. In
September 2022, the total exports of
goods (including exports of goods
of domestic origin and re-exports)
amounted to around QR47.6 billion,
showing an increase of 70.6 percent
compared to September 2021, and
increase of 1.7 percent compared to
August 2022.

On other hand, the imports of goods
in September 2022 amounted to
around QR11.3 billion, showing an
increase of 28.6 percent compared
to September 2021 and increase of 7
percentcomparedtoAugust2022.The
year on year increase in total exports
was mainly due to higher exports of
Petroleum gases and other gaseous
hydrocarbons (LNG, condensates,
propane, butane, etc.) reaching

QR35.4 billion (approximately) in
September 2022, i.e. an increase
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of 104.2 percent, Petroleum oils
& oils from bituminous minerals
(crude) reaching QR4.8 billion
nearly, increase by 34.3 percent, and
increase in the Petroleum oils & oils
from bituminous minerals (not crude)
reaching QR3.1 billion 13.8 percent.
In September 2022, China was at the
top of the countries of destination
of Qatar’s exports with close to QR
7 billion, a share of 14.6 percent
of total exports, followed by South
Korea with almost QR5.7 billion
and a share of 12 percent, India with
about QR5.1 billion, a share of 10.6
percent.

The year on year (September 2022
vs. September 2021), the group of
“Turbojets, Turbopropellers & Other
Gas Turbines; Parts Thereof” was
at the top of the imported group of
commodities, with QRO0.8 billion,
showing an increase of 2.4 percent.
In second place was “Motor Cars
& Other Motor Vehicles for The
Transport of Persons” with QRO.4
billion, showing an increase of
34.1 percent and in third place
was “Parts of Balloons Etc.; Parts Of
Aircraft, Spacecraft etc.” with QRO0.3
billion, increase of 61.0 percent.
In September 2022, China was the
leading country of origin of Qatar’s
imports with about QR1.64 billion, a
share of 14.5 percent of the imports,
followed by United State of America
with QR1.63 billion almost, a share
of 14.4 percent, and Turkey with
QRO.9 billion, a share of 8.1 percent Il

Bahrain draws $72.7m FDI
in first 2022 quarter

The Bahrain Economic Development
Board has announced it attracted
as much as 27.5 million Bahraini
dinars ($72.7 million) worth of direct
investments in financial services
during the first three quarters of 2022.
Through a total of nine financial
services institutions, the investments
came in the form of establishments in
or expansions of businesses. Financial
services firms participating in the
investments include leading full-
service provider Spier Technologies,
global  cryptocurrency  exchange
provider Binance, and a new local
headquarters for Gulf Insurance
Group.

Over the next three years, the
investments are projected to generate
up to 840 jobs in Bahrain. “We are
delighted to see more and more
investors entering Bahrain’s financial
services sector, benefiting from a
strong and agile ecosystem led by a
forward-thinking regulatory body,”
Bahrain EDB's executive director of
business development for financial
services Dalal Buhejji said. Moreover,
the financial sector poses a tool to
boost investments and generate jobs
in line with the country’s economic
recovery plan, the executive director
added. While the financial sector
currently contributes to 17 percent of
Bahrain’s gross domestic product, the
country is aiming to raise that figure
to 20 percent by 2026 through the
plan.

From January to September of this
year, Bahrain EDB has been able to
attract up to 348 million Bahraini
dinars of direct investments from
a total of 66 firms across diverse
sectors including financial services,
manufacturing, ICT logistics and
tourism. Over the next three years,
those investments are expected to
create more than 4,700 jobs across

these crucial sectors [l
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Omani bank profits up
13pc to RO308m in nine
months

The combined net profits of Omani
banks listed on the Muscat Stock
Exchange grew by 13.5 percent to
RO308 million in the first nine months
of 2022 as compared to RO271.2
million recorded in the same period
of last year. The preliminary financial
results of eight banks listed on MSX
indicated an improvement in their
various financial indicators with
the banks focusing on financing
productive sectors of the economy,
according to a report published by
Oman News Agency on October 22.

Omani banks focused on increasing
their revenues from interest income,
Islamic banking, various financing
activities and investments, bringing
their total revenues to R0O930.8
million for the first nine months
of 2022 compared to RO863.1
million in the same period of 2021.
The preliminary financial results
showed that the total banking sector
assets increased to RO36.2 billion
at the end of September 2022 from
RO35.4 billion recorded a year ago.
As per the report, most of the listed
banks recorded growth in their net
profits this year with the exception of
BankDhofar and Oman Arab Bank.
BankDhofar’s net profit decreased
to RO26.1 million in the first nine
months of 2022 from RO28.2 million
in the same period of 2021, while
OAB’s net profit fell to RO10.6
million this year from RO11.3 million
in the same period of last year.

Bank Muscat recorded the highest net
profit of RO148.3 million for the nine
months period, followed by National
Bank of Oman with RO35.5 million
net profit. Sohar International Bank
and Ahlibank reported net profits of
RO28.1 million and RO25 million
for the first nine months of 2022,
respectively. HSBC Bank Oman
posted a net profit of RO23.6 million
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and Bank Nizwa reported RO10.7
million.

Total market capitalization of the
listed banks at MSX grew by RO795
million to reach at RO4.484 billion
as of the end of September 2022
compared with RO3.688 billion
a year ago. These gains mainly
came as a result of increase in the
shares of Bank Muscat, National
Bank of Oman, HSBC Bank Oman,
BankDhofar and Ahlibank. Banks’
market capitalization also benefited
from the increase in the capital of
Sohar International Bank and Bank
Muscat. Sohar International increased
its capital from RO295.3 million to
RO455.3 million through the rights
issue, while Bank Muscat raised its
capital from RO357.4 million to
RO375.3 million through distributing
bonus shares to the shareholders Il

A dark year predicted
for Iran economy

In the Iranian president’s budget for
the upcoming year, which he recently
sent to relevant institutions, there is
no clear plan to grow the economy
or tackle inflation. When mentioning
economic growth and the rate of
inflation, he used two vague phrases:
“growth with economic stability”
and “inflation control”. Either the
government has concluded it is better
not to commit itself to measurable
numbers, or it has realized there is

no clear picture for Iran’s economy in
the coming year.

Future of inflation and limited
growth

The International Monetary Fund
and the World Bank have corrected
and adjusted their estimates for Iran’s
economic outlook in their reports this
year. According to the World Bank,
Iran’s economic growth will reach
2.9 percent in 2023. This assessment
is 0.8 percent lower than its earlier
prediction. In its July report, the
World Bank previously estimated the
growth rate of Iran’s economy at 3.7
percent. Iran’s economic growth rate
in 2023 will reach 2.2 percent with
the continuing downward trend, the
World Bank said in its recent report.

This is a slight adjustment compared
to the 2.5 percent forecast in its
previous report. The International
Monetary Fund also said in its recent
report that Iran’s economy will
experience growth of about 3 percent
this year and next. This remains
unchanged compared to the previous
forecast of Iran’s economic situation.

These figures become important
when, according to government
officials, ~ if  Iran’s  economy

experiences 8 percent growth over
the next six years, the size of Iran’s
economy will return to its 2011-size
by the end of this period. In other
words, any growth below 8 percent

will lead to Iran’s economy shrinking. Il
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IMF cuts 2023 global outlook over colliding global shocks

The International Monetary Fund
has cut its global growth forecast for
2023 as economic pressures collide,
from the war in Ukraine, high energy
and food prices and sharply higher
interest rates. The IMF warned on
October 11, 2022 that conditions
could worsen significantly next year
and said it expected more than a third
of the world’s economy to contract.
“The three largest economies the
United States, China and the euro
area will continue to stall,” IMF chief
economist Pierre-Olivier Gourinchas
said. “In short, the worst is yet to
come, and for many people, 2023
will feel like a recession.”

In its World Economic Outlook
the IMF said global GDP growth
next year will slow to 2.7 percent,
compared to a 2.9 percent forecast
in July, as higher interest rates slow
the United States economy, Europe
struggles with spiking gas prices
and China contends with continued
Covid lockdowns and a weakening
property sector.

The fund is keeping its 2022 growth
forecast at 3.2 percent, reflecting
stronger-than-expected  output in
Europe but a weaker performance in
the US after torrid 6 percent global
growth in 2021. US growth this year
is forecast to be a meager 1.6 percent
a 0.7 percentage point downgrade
from July. The drop reflects an
unexpected second-quarter GDP
contraction. The IMF kept its 2023
US growth forecast unchanged at
1 percent. Eurozone growth will
fall to 0.5 percent next year as
high energy prices slam output,
the IMF predicted, with some key
economies, including Germany and
Italy, entering technical recessions.
Gourinchas said geopolitical shifts
in the continent’s energy supplies
will be “broad and permanent,”
keeping prices high for a long time.
Regarding market turmoil in Britain
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after financial markets rebuked the
new government’s proposed tax cuts,
Gourinchas said UK fiscal policy
needed to be in step with central
bank inflation goals.

Priority: inflation

The global economy’s future health
“rests critically” on the successful
calibration of monetary policy, the
course of the war in Ukraine and
the possibility of further pandemic-
related supply-side disruptions, the
IMF said. The economic future, it
said, is subject to a delicate balancing
act by central banks to fight inflation
without overtightening, which could
push the global economy into an
“unnecessarily severe recession” and
cause disruptions to financial markets
and pain for developing countries.
But it pointed squarely at controlling
inflation as the bigger priority.

“The hard-won credibility of central
banks could be undermined if they
misjudge yet again the stubborn
persistence of inflation,” Gourinchas
said. “This would prove much more
detrimental to future macroeconomic
stability.” So far, however, price
pressures are proving “quite stubborn
and a major source of concern for
policymakers”, the IMF said, adding
while it expects global inflation to
peak in late 2022 at 9.5 percent. It
is forecast to “remain elevated for

longer than previously expected”,
decreasing to 4.1 percent by 2024.

Downside scenario

A “plausible combination of shocks”,
including a 30 percent spike in oil
prices from current levels, could
darken the outlook considerably,
the IMF said, pushing global growth
down to 1 percent next year, a level
associated with widely falling real
incomes. Other components of
this “downside scenario” include a
steep drop-off in Chinese property
sector investment, a sharp tightening
of financial conditions brought
on by emerging market currency
depreciation and labo markets
remaining overheated. The IMF put
a 25 percent probability of global
growth falling below 2 percent
next year, a phenomenon that has
occurred only five times since
1970. It said there is a more than a
10 percent chance of a global GDP
contraction [l

JPMorgan CEO warns of
recession in 6-9 months

JPMorgan Chase & Co Chief Executive
Jamie Dimon has said in an interview
with CNBC that the United States and
the global economy could tip into a
recession by the middle of the next
year. Runaway inflation, big interest
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rates hikes, the Russian invasion of
Ukraine and the unknown effects
of the Federal Reserve’s quantitative
tightening policy are among the
indicators of a potential recession, he
said on October 11, 2022.

“These are very, very serious things
which 1 think are likely to push the
US and the world | mean, Europe
is already in recession and they’re
likely to put the US in some kind of
recession six to nine months from
now,” Dimon said. The interview
aired as the big US banks are set to
report their third-quarter earnings
from October 14. So far this year,
the benchmark S&P 500 index has
fallen 24 percent with all the three
major US indices trading in bear
market territory. Dimon said the S&P
500 could fall by “another easy 20
percent” from the current levels with
the next 20 percent slide likely to “be
much more painful than the first”.

This year, Dimon had asked investors
to brace for an economic “hurricane”,
and JPMorgan, the biggest US
investment bank, suspended share
buybacks in July after missing Wall
Street’s quarterly expectations. In
June, Goldman Sachs had predicted a
30 percent chance of the US economy
tipping into recession over the next
year while the economists at Morgan
Stanley placed the odds of a recession
for the next 12 months at around 35
percent. World Bank President David
Malpass and International Monetary
Fund Managing Director Kristalina
Georgieva also warned on of a
growing risk of global recession and
said inflation remained a problem
after Russia’s invasion of Ukraine il

US consumer confidence
takes a hit in Oct

After improving for the previous two
months, US consumer confidence
weakened in October as concerns
about inflation took hold. The
Conference Board reported on
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October 24, 2022 that its consumer
confidence index fell to 102.5 in
October from 107.8 in September.
Consumers had grown more confident
in the two previous months as rising
gas prices moderated slightly even
as the costs for other essential items
remained elevated. The business
research group’s present situation
index, which measures consumers’
assessment of current business and
labor market conditions, fell sharply
to 138.9 from 150.2 in September.
The board’s expectations index a
measure of consumers’ six-month
outlook for income, business and
labor conditions dipped to 78.1 from
79.5 last month. Lynn Franco, the
Conference Board’s senior director of
economic indicators, said a reading
below 80 for the expectations index
is a level associated with recession,
suggesting that risk appears to be
gaining momentum.

The government reported recently
that inflation in the United States
accelerated in September. The cost
of housing and other necessities
has intensified pressure on families,
wiping out pay gains and all but
ensuring that the Federal Reserve
will keep raising interest rates
aggressively. Since March, the Fed
has implemented its fastest pace of
rate increases in decades to try to
curb inflation, which has punished
households  with  soaring costs
for food, petrol, rent and other
necessities.

Drag on consumer spending

In late September, the Fed boosted
its benchmark short-term rate, which
affects many consumer and business
loans, to a range of 3 percent to
3.25 percent, the highest level
since early 2008. It was the central
bank’s third straight three-quarter
point increase and most economists
and analysts expect more increases
before the vyear ends, including
another potential 0.75 percentage
point increase when the Fed meets
next week. Franco said inflationary
pressures will continue to be a drag
on confidence and spending, “which
could result in a challenging holiday
season for retailers.”

This month, the government reported
that the pace of sales at US retailers
was unchanged in September from
August. Rising rents and food prices
chipped away at money Americans
were willing to spend elsewhere.
Despite the downturn in overall
confidence, Franco noted that
consumers’ intentions to buy big-
ticket items like major appliances and
cars rose slightly this month. General
Motors reported that its third-quarter
net profit rose 36.7 percent on strong
sales.

Chief Financial Officer Paul Jacobson
said the company isn’t seeing any
sign that demand for new vehicles
is slowing despite higher interest
rates and inflation. “Pricing remains
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strong, demand remains strong for
our products,” he said on October
24. The Conference Board also noted
that plans to buy homes also ticked
up this month. That's a somewhat
surprising development as sales of
existing homes have fallen for eight
straight months with long-term US
mortgage rates climbing near 7
percent last week Il

US budget deficit drops
by half in 2022

The US budget deficit fell by half
in the past year to $1.4 trillion on
the back of a pandemic recovery
and as relief spending eased, the
government said October 21, 2022.
Covid-related spending on things like
unemployment insurance and other
programs have declined following
a recovery in the world’s biggest
economy from the virus outbreak,
with businesses returning to normal.
The drop in the budget deficit marks
the “largest one-year decrease,”
said the Treasury Department and
White House budget office. This
was helped by higher individual and
corporation tax collections, bolstered
by employment growth, with tax
revenues for the fiscal year ended
September 30 surging a record $850
billion from 2021. President Joe
Biden hailed the big drop as evidence
of a resurgent economy just three
weeks ahead of November’s crucial
midterm elections to decide control
of Congress.

Hailing the “largest ever decline in
the federal deficit” Biden called
the development “further proof that
we're rebuilding the economy.” The
development, he said, was part of
“the good news on the economy”
that he predicted would help
Democrats climb back in the polls,
which currently show Republicans
poised for victory.

Treasury Secretary Janet Yellen, in
a statement citing the American
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Rescue Plan stimulus package, said
“today’s joint budget statement
provides further evidence of our
historic economic recovery.” In a
statement, officials also added that
the US has “more than recovered all
of the jobs lost during the pandemic”.
The economy added more than 10
million jobs since early 2021, while
unemployment returned to its pre-
pandemic level. The figures for the
latest fiscal year showed government
outlays dipped $550 billion to $6.3
trillion, in part reflecting reductions
in Covid-related spending. But
spending for categories such as
student loans increased, the report
added. This was the first fall in outlays
since 2013, Treasury officials said.

Loan forgiveness

The overall drop in the deficit came
after Biden announced plans to
forgive part of the country’s massive
student debt burden, a topic of
controversy between Democrats and
Republicans. Republicans accuse
Biden of wasting money on the
measure, arguing that public funds
could be used more effectively.
Loan modifications had a $430
billion impact in September, with
a Treasury official acknowledging
that loan forgiveness was one of the
primary reasons for the increase. But
the department does not expect to
see “similar large modifications” in
the future unless there were further

changes to policy moving forward. In
the latest fiscal year, federal borrowing
rose by $2 trillion to $24.3 trillion,
still close to the size of the world’s

biggest economy, data showed. With
soaring inflation bringing a sharp rise
in borrowing costs, interest on the
public debt came in at $36.6 billion
higher than estimated, the Treasury
Department said.

The Federal Reserve has raised its
benchmark lending rate several times
this year to cool surging prices. In
a breakdown, the report on also
showed that individuals paid $2.6
trillion in taxes and those from
corporations totaled $425 billion.
The Health and Human Services
Department spent $1.6 trillion while
the Defense Department spent $727
billion and foreign aid came up to an
estimated $24.6 billion, the report

said I

Europe’s energy crisis
takes a surprise turn

Europe suddenly has more gas than
it can use. Starved of the Russian
imports on which its long relied,
Europe has rushed to import liquefied
natural gas from around the world to
fill up storage. Now, a combination
of unusually warm weather and
successful bidding for cargoes means
facilities are almost full before
Europeans have even turned the
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thermostats up. Gas prices have also
fallen back sharply, and are less than
a third of their summer peak.

Risks still lie ahead as much depends
on the weather, and a cold snap
would quickly see Europe dipping
into its stockpiles. Governments are
also on edge about the threat of more
sabotage on energy assets that could
upend the market. But at the end of
October, the continent is in better
shape than policy makers dared
hope.

Gas supplies from Russia have been
shrinking since last year. Flows on
the key Nord Stream pipeline were
halted this summer before several
blasts damaged the link last month.
Mild weather is helping limit demand
for now but European policymakers
are worried that lower gas prices
— relative to the summer spike —
will spur higher consumption when
temperatures drop. “The European
gas glut is expected to last until at
least December,” said Giacomo
Masato, lead analyst and senior
meteorologist at the Italian energy
company Illumia. “It is unlikely
Europe will see a prolonged cold
spell in November.”

Gas is near the lowest since June,
though the dangers are still in the
market pricing. February futures are
trading at a 44 percent premium to
November, and costs for next winter
are also higher, showing that supply
issues are expected to persist.
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Doing the Contango

All that means that reducing usage,
despite the lure of lower prices,
remains essential. According to
Timera Energy, gas demand reduction
across 2022 is estimated at about
7-9 percent, “mostly driven by shut
in of large industrial consumers”.
“However this is short of the EU’s
15 percent target. “Europe’s ability
to navigate a parallel power and
gas crisis across the next two years
depends strongly on its ability
to reduce demand,” analysts at
Timera said in a blog. “We think
the crisis is far from over.” Europe’s
efforts to build up stockpiles means
European storage is 93.6 percent
full and Germany is at 97.5 percent,
according to Gas Infrastructure
Europe. While that’s providing some
comfort to the market, in Germany
it's only enough to meet demand
for two months of colder weather so
Europe will need to keep attracting
cargoes of LNG. But the weather
looks set to stay milder-than-usual
well into November, according to
Bloomberg’s weather model.

For now, ships keep arriving.
Northwest Europe is on track to
receive 82 tankers of LNG this
month, 19 percent more than in
September. More vessels are staying
longer in so-called floating storage
in anticipation of higher prices and
amid limited capacity to receive
the fuel, according to shipbrokers

Fearnleys A/S. This situation that may
last until mid-January, according to
Oystein Kalleklev, chief executive
of LNG shipowner Flex LNG Ltd. in
Oslo. Bloomberg’s index for loaded
tankers on the water for 20 days or
more has risen to the highest since
at least 2017. Last week, Spain’s
Enagas SA warned it may need to
limit numbers as it has little room to
absorb excess imports.

While prices are falling now, demand
from Asia could pick up and Russia
could still end flows of gas that
transit Ukraine, either purposefully
or through infrastructure damage as
fighting continues. Both would add
upward pressure on prices, and also
make filling storage more difficult
next year. Meanwhile, European
energy ministers are also discussing
a temporary cap on benchmark gas

prices Il

Trade from UK to EU
16pc lower than if Brexit
had not happened

Trade from the UK to the EU is down
16 percent on the levels anticipated
had Brexit not happened, a new
report has found. Meanwhile trade
from the EU to the UK has dropped
even further, by 20 percent, relative
to a scenario in which Brexit had
not occurred, according to research
published on October 19, 2022 by
the Economic and Social Research
Institute. Using UK and EU data it
found that measuring the impact
of Brexit on UK-EU trade can give
varied results depending on the data
source and the comparison group
used.

The report, “How has Brexit changed
EU-UK trade flows?”, found the
impact of Brexit on EU-UK trade does
not appear that large if compared to
UK trade with the rest of the world,
as global exports from Britain had
been growing slowly Il
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TRADE INFORMATION

October 2022

The following Trade Inquiries have been received and collected from different sources abroad. Interested member-firms
may like to contact them directly without any obligation on the part of DCCI.

FAIRS & EXHIBITIONS

Hong Kong Toys & Games Fair

Date: 09 Jan - 12 Jan, 2023

Venue: Hong Kong Convention and Exhibition Centre, Hong
Kong & Virtual

Organizer: Hong Kong Trade Development Council (HKTDC)
Contact Person: Ms. Shirley Chiu

Tel: (852) 2240 4620

E-mail: exhibitions@hktdc.org

Website: www.event.hktdc.com

Intersec

Date: 17 Jan - 19 Jan, 2023

Venue: Dubai World Trade Centre, Dubai, UAE

Organizer: Messe Frankfurt Middle East GmbH

Contact Person: Ms. Khyati Mishra, Senior Marketing Manager
Tel: +971 4 389 4500

E-mail: khyati.mishra@uae.messefrankfurt.com

Website: www.event.hktdc.com

International Production & Processing Expo

Date: 24 Jan - 26 Jan, 2023

Venue: Georgia World Congress Center, Atlanta, USA
Organizer: U.S. Poultry & Egg Association

Contact Person: Ms. Anne Sculthorpe, CEM, Senior Exhibit
Manager

Tel: +1 678 514 1976

E-mail: asculthorpe@ippexpo.org

Website: www.ippexpo.org

Texworld Evolution Paris

Date: 06 Feb - 08 Feb, 2023

Venue: Paris Le Bourget Exhibition Centre, Paris, France
Organizer: Messe Frankfurt France S.A.S.

Tel: 00 33 144 89 67 70

E-mail: info@france.messefrankfurt.com

Website: www.messefrankfurt.fr

Pure London

Date: 12 Feb - 14 Feb, 2023

Venue: Olympia London, London, UK
Organizer: Hyve Group Plc

Tel +44 203 033 2015

E-mail: pure@hyve.group

Website: www.purelondon.com

MAGIC LAS VEGAS

Date: 13 Feb - 15 Feb, 2023

Venue: Las Vegas Convention Center, Las Vegas, USA
Organizer: Informa Markets - Boulder, USA

Tel: +1 (877) 554-4834

E-mail: exhibitorsupport@fashionresource.com
Website: www.magicfashionevents.com

Gulfood

Date: 20 Feb - 24 Feb, 2023

Venue: Dubai World Trade Centre, Dubai, UAE
Organizer: Dubai World Trade Centre

Website: www.gulfood.com

ITB Berlin

Date: 07 Mar - 09 Mar, 2023

Venue: International Congress Center ICC Berlin, Berlin,
Germany

Organizer: Messe Berlin GmbH

Contact Person: Ms. Rika Jean-Francois

Tel: +49 (0)30 3038 2157

E-mail: rika.jeanfrancois@messe-berlin.de

Website: www.itb.com

Cosmoprof Worldwide Bologna
Date: 16 Mar - 20 Mar, 2023
Venue: bologna fiera, Bologna, Italy
Organizer: Bologna Fiere

E-mail: INFO@COSMOPROF.IT
Website: www.cosmoprof.com

Travel Agent Forum - Las Vegas

Date: 31 Mar - 03 Apr 2023

Venue: Paris Las Vegas, Las Vegas, USA
Organizer: Travel Show Marketing Group
E-mail: Eric@travelsmg.com

Website: www.travelagentforum.com

SouthEast Asian Healthcare & Pharma Show

Date: 19 Apr - 21 Apr, 2023

Venue: Kuala Lumpur Convention Centre, Kuala Lumpur,
Malaysia

Organizer: ABC Exhibitions

Tel: (603) 79 54 65 88

E-mail: sales@abcex.com

Website: www.abcex.com

Bio-IT World Conference & Expo

Date: 16 - 18 May 2023

Venue: John B. Hynes Veterans Memorial Convention Center,
Boston, USA

Organizer: Cambridge Innovation Institute

E-mail: chi@healthtech.com

Website: www.bio-itworldexpo.com

Note: Information about trade fairs and events may change. To get more information, please contact the organizers.
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Share Market DCCI Review October 2022

Top 10 Turnover
Dhaka Stock Exchange

Top 10 Gainers
Market Capitalisation by Sector (DSE) Dhaka Stock Exchange

Movement of DSEX
& Turnover (30 Trading Days)
6700 I— Turnover (BDT mn) s DSEX 35000
6600
6500
6400
6300
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2 Sep 22
4 Sep 22
6 Sep 22
8Sep 22
10 Sep 22
12 Sep 22
14 Sep 22
16 Sep 22
18 Sep 22
20 Sep 22
22 Sep 22
24 Sep 22
26 Sep 22
28 Sep 22
30 Sep 22
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Pictorial DCCI Review October 2022

DCCI  President Rizwan Rahman
seen speaking as special Guest at the
Opening Ceremony of “Baily Deli”
on October 28. FBCCI President
Md. Jashim Uddin (second from left)
and DCCI former President Hossain
Khaled (left) among others are seen in
the picture.

50® Anniveruary of Diplomats:

Thailand- Ba"'fglﬂ"

Foreign Minister Dr. A. K. Abdul
Momen, M.P. (third from right),
Ambassador of  Thailand in
Bangladesh ~ Mrs.  Makawadee
Sumitmor (second from right) and
DCCI President Rizwan Rahman
(fourth from right) among others
joined the ‘50 years celebration
of Thai-Bangladesh Relationship’
held on October 6.
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DCCI President Rizwan Rahman (centre)
presided over the 9th meeting of DCCI
Board of Directors held on October 4,
where DCCI Senior Vice President Arman
Hagque, Vice President Monowar Hossain
and Members of the Board of Directors
were present.
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Pictorial DCCI Review October 2022

DCCI Acting President Arman
Haque (right) joined a bilateral
business  meeting  with  the
visiting delegation from Brunei
Darussalam held on October 16
at Pan Pacific Sonargaon Hotel.

DCCl  Acting  President  Arman
Haque (right) presenting a token
of appreciation to Secretary, Trade
Development Authority of Pakistan
Ahsan Ali Mangi (left) after a courtesy
meeting held on October 18 at DCCI
Gulshan Center.

€

el DISASTER
RESPONSE
EXERLISE:
EXCHANGE

DCCI Director Malik Talha Ismail Bari
(right) attended a workshop on Disaster
Preparedness-Bangladesh  Perspective
organized by the Disaster Response
Exercise  and  Exchange (DREE)
Bangladesh held on October 30.
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= Dhaka Chamber of Commerce & Industry

TR (591 51 A

MOHAMMADPUR SERVICE ZONE
75C Asad Avenue, Mohammadpur, Dhaka 1207

CERTIFICATE AND PASSBOOK

NEW MEMBERSHIP ONLINE / OFFLINE FORM FILL UP
® ® J @ ssue /RE-ISSUE
@ MEMBERSHIP INFO UPDATE @ MIEMBERSHIP RENEWAL @) CERTIFICATE OF ORIGIN (CO)
@) ATTESTATION @) CERTIFICATION

+88-09-666-888555 (Hot Line)

BRI e ormatigy & www.dhakachamber.com
& +88-09-666-319655 (Direct Line) & info@dhakachamber.com




DCCI
Centre for Enirepreneurial Excellence

DCCI Business Institute

Il (BRI &1 IR 11 3315

Admission Going on...

Postgraduate Diploma (PGD) in

CUSTOMS, VAT AND INCOME TAX MANAGEMENT

INTERNATIONAL TRADE (EXPORT & IMPORT)
MANAGEMENT

AMERICAN INTERNATIONAL UNIVERSITY-BANGLADESH (AIUB)

Total tweleve (12) daylong classes will be held on alternative Friday in six months

Admission is going on and deadline is 31 December 2022

Certificate will be issued jointly by DBI & AIUB

Fee: Tk. 42,000/- for each course, payable in favour of ‘Dhaka Chamber of Commerce &
Industry’ by Cash/ Pay Order/ Cheque/ EFT. It could also be paid through bKash merchant
number 01766018659 (Payment) with bKash charge. Fee includes cost of tuition, course
materials, refreshments, lunch, exams, certificate, and excludes VAT & Tax.

01913745062, 01766018659, 02 47122986 (Ext.281/137/124)

dbi@dhakachamber.com,www.dcci-dbi.edu.bd




