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Agro-processing industry: hopes and prospects

The agro-processing sector, which is reported to be
accounting for less than 2 percent of gross domestic
product, employing a little more than 2 percent of
the total workforce, earns Bangladesh less than $500
million a year by way of export. The sector has frozen
fish, shrimp, frozen food of other kinds, vegetables,
tobacco, flower, fruit, spices, dry food and other
processed agricultural produces on its export basket.
The agro-processing industry by 2013 started earning
more than $150 million each fiscal year from export,
with no signs of slowing down in course. The export
volume reached a quarter to four million dollars in the
2018 fiscal year. But the share of the industry in gross
domestic product has been somewhat static at 2 percent
since the 2004 fiscal year. Yet, the industry offers an
unlimited opportunity as agriculture, accounting for 60
of gross domestic product once, was, and still largely
is, the main driving force of the economy.

The export potential of agro-processed product is also
very high in view of the availability of raw materials.
A huge amount of crops are wasted in the absence
of proper processing and a strong supply chain. In
such a situation, the Bangladesh Agro-Processors’
Association was set up in 1998, with a goal to establish
a sustainable agro-processing, to increase export value
in the sector and to improve harvests because post-
harvest damage, which is estimated to be worth about
Tk 300 billion, remains a threat to the sector. This is
where the association envisioned an improvement in
agro-processing by increasing the income of growers
and reducing post-harvest losses especially by training
the people involved in the use of advanced technology
and techniques. The industry in its employment,
which engages a little more than 2 percent of the
total workforce, has close to two-thirds of its workers
unskilled, warranting that the authorities should plug
the loopholes to boost the rural as well as the national
economy.

As the demand for ready-to-eat food increases,
both domestically, especially in urban areas, and
internationally, the agro-processing industry will
continue to have a good prospect. The government,
along with the private sector, should, therefore, cash in

on the opportunities. Agro-processing in Bangladesh
has a much higher value addition in production in
comparison with other manufacturing sub-sectors.
The expansion of the sector would also give a fillip
to other related areas such as packing and technical
work, calling for the employment of both semi-skilled
and skilled workers. The sector has the potential for
development by way of forward and backward linkage
industries. Besides, a growing export revenue from the
agro-processing sector would help the government
to somewhat offset the initial shocks that Bangladesh
might face once it graduates from the status of the least
developed country into a developing country in 2026.

The government, therefore, needs to attend to a few
issues to tap the potential of the agro-processing
industry. While it should offer capital assistance for
the growth the industry with loans on low interest rate,
tax and duty waiver and interest subsidy and ensure
access to finance, especially for small and medium
enterprises, it should remove any procedural obstacles
and strengthen business diplomacy for the removal
of non-tariff and para-tariff barriers. It should reduce
transport cost and improve the transport system. It
should set up agro-processing zones or parks. It should
strengthen the institutional capability of all relevant
public agencies and institutions that would support
the agro-processing industry. It should also set food
certification laboratories keeping to international
standards as many export destinations do not now
accept certificates issued by the institutions that
are engaged in the task. The government, above all,
should stop corruption and remove other bureaucratic
obstacles in the process. It is almost a well-known
fact that borrowers do not the receive the full amount
because of corruption but they need to repay the
whole. Such corruption makes the development of
agro-processing industry difficult.

In doing all this, the government should leverage
private-sector agricultural
technology and research. While the government should
address all the issues, it should also resort to public-
private partnership schemes to foster the growth and
development of the agro-processing sector.

investments to scale
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Proper utilization of Credit Guarantee Scheme inevitable
for revival of CMSMEs: BB tells at DCCI Workshop

Dy. Governor Abu Farah Nasser unveils DCCI booklet on “Easy Access to CMSME Financing”

DCCI President Rizwan Rahman (second from right), Deputy Governor of Bangladesh Bank Abu Farah Md. Nasser (second from left),
Director, SME and Special Programmes Department of Bangladesh Bank Md. Jaker Hossain (left) and General Manager, SME Foundation
Md. Nazeem Satter (right) unveiling a DCCI publication titled “Procedures of getting Loan for CMSMEs” during a workshop on “Issues and
Opportunities of CMSME Lending” organized by Dhaka Chamber held on November 12.

Bangladesh Bank has created a
fund of Taka 2000 crore for Credit
Guaranty Scheme with a view to
giving collateral free loan specially
to the CMSMEs, but out of that
amount only Taka 192 crore has
been disbursed till today, which
is disappointing, whereas proper
utilization of this credit guarantee
scheme is inevitable for the revival of
CMSMEs, told the Deputy Governor
of Bangladesh Bank Abu Farah Md.
Nasser at a workshop titled “Issues
and  Opportunities of CMSME
Lending” organized by Dhaka
Chamber of Commerce & Industry
(DCCI) on 12 November 2022. He
was present as the chief guest of the
function. Speakers also told that if
we call CMSME is the engine of our
economy then CMSME financing is
the fuel of that engine.

Abu Farah Md. Nasser also said that
to reach out to the CMSMEs, Banks
should think of establishing more
sub-branches across the country
rather  creating agent banking
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because creating sub-branches help
cut extra administrative cost. We
are going through a tough time due
to Ukrain-Russia war and at this
time if we try to control interest rate
forcibly, it may create recession, he
added. Manufacturing and Service
sector should get priority in getting
loan right at this moment to control
inflation, considering the global
scenario, he said. He also urged upon
the experts to think over developing
online market place and block chain
to create ease on alternative of
traditional loan system. Bangladesh
Bank identified total 19 clusters
and he urged all the banks to give
CMSME loan under these clusters.
Later he said that to create a Digital
Bank (special focus to CMSMEs) is in
the planning of Bangladesh Bank.

DCCI President Rizwan Rahman
said CMSME sector play important
roles in making our economy grow
but due to lack of policy support
and financial support, we can fully
utilize this sector. Commercial banks

and financial institutions sometime
feel risky to give loans to CMSMEs.
Till 2022, 73.77% of the stimulus
or Taka 147.46 billion has been
disbursed but most of it went to
medium enterprises. He also said
that regulators should give CMSMEs
more access to information and
communication technology, financial
assistance so that they can have the
ability of manufacturing a lot and
competitiveness in supply chain
process.

Md. Jaker Hossain, Director, SME and
Special Programmes Department of
Bangladesh Bank presented a keynote
paper. He said CMSMEs contribution
to GDP is 25% now and in 2024 it
will be around 32% and by the year
2027 it will reach to 40%. So there is
no scope of growth without CMSME,
he said. If an entrepreneur seeks loan
under the stipulated threshold with
proper documentations, banks have
no other choice but to sanction the
loan. He also said that Bangladesh
Bank has the plan to disburse 50% of
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total loan to cottage, micro and small
and 15% at least to women CMSME
entrepreneurs.

Md. Nazeem Satter,  General
Manager, SME Foundation in his
separate keynote paper highlighted
that there are more than 7.8 million
CMSMEs across the country. He
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said only banks are not sufficient
to ensure loan for CMSMEs rather
we may utilize the alternative
capacity of MFIs, NGO Foundation,
Karmasangsthan Bank, BSCIC, SME
Foundation etc. Both banks and
clients have to be reasonable for a
successful loan agreement. Bank
should be pro-active and on the other

side client should be ready with all
necessary documents. There are
more ten thousand branches of all
banks in the country and if we able to
utilize this units, then we do not need
any specialized bank on SME alone.
We need to go for target financing to

create an ecosystem [l

Iraqi investors keen for Bangladeshi pharmaceutical
and leather industry

Interactive business meeting between DCCI and Iraqi business delegation held

A 6-member business delegation from
Sulaimany Chamber of Commerce
& Industry from Iraq visited Dhaka
Chamber of Commerce & Industry
(DCCl) today on 16 November,
2022 led by Seerwan Mohammed
Mahmood, Chairman of Sulaimany
Chamber of Commerce & Industry.
The bilateral meeting discussed
doing business environment,
investment policy eco-system, trade
and investment opportunities of
Bangladesh and Iraq.

During the meeting DCCI President
Rizwan Rahman said that the bilateral
trade between Bangladesh and Iraqin
2020-21 was USD 57.23 million.
But there is a huge trade balance
of about USD 49.63 million since
Bangladesh’s export is only USD 3.8

million against the import of USD
53.43 million. He said that Iraq can
import vegetables, potato and mango
from Bangladesh and in the service
sector they can import our ICT.
Signing double taxation avoidance
agreement between Bangladesh and
Irag will encourage investment in
diversified manufacturing and service
sector. He also invited the Iraqi
investors to invest in our economic
zones and hire our skilled workforce.

Seerwan Mohammed Mahmood,
Chairman of Sulaimany Chamber
of Commerce & Industry said that
Bangladesh’s RMG sector may have
a good prospect in Iraqg. For smoother
communication he also urged upon
direct air flight between Dhaka and
Baghdad. He said Iragi market will

be a profitable export destination
for Bangladesh. He also suggested
for signing a Memorandum of
Understanding ~ (MoU)  between
DCCI and Sulaimany Chamber
of Commerce. Iraqi investors are
interested to do joint ventures in
pharmaceutical sector in Bangladesh.
They also showed keen interest for
leather sector of Bangladesh. There
are many projects that are currently
not in operation in Iraq and if any
Bangladeshi company wants to
re-start Sulaimany Chamber will
facilitate this process.

DCCl Vice President Monowar
Hossain and Members of the board of
directors of DCCI were also present

during the meeting Il

Y
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DCCI President Rizwan Rahman (eighth form left) seen receiving a memento from Chairman of Sulaimany Chamber of Commerce & Industry,
Irag Seerwan Mohammed Mahmood (ninth from left) after a courtesy meeting held on November 16. DCCI Vice President Monowar Hossain
(eighth from right), members of the Board of Directors along with the delegation members from Sulaimany Chamber are also seen in the picture.
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Workshop on “Issues and Opportunities in CMSME lending”

CMSME’s contribution to the development of Bangladesh
is undeniable. The sector is helping to maintain a
sustainable state of the country’s economy by creating
employment and  entrepreneurship,  supporting
large industries and removing the existing disparity
between rural and urban areas. CMSMEs contribute
25% of Bangladesh’s GDP and 80% of total industrial
employment.Despite the significant contribution of
CMSMEs to the country’s economy; the sector is unable
to utilize its full potential due to lack of financial and
policy support. CMSMEs often face multiple challenges,
including ease of financing, infrastructure development,
innovation, use of modern skills and technology, and lack
of policy guidance.

Against this backdrop, Dhaka Chamber of Commerce
& Industry (DCCI) organized a workshop titled “Issues
and Opportunities in CMSME lending” on Saturday,
November 12, 2022 at DCCI Auditorium. Mr. Rizwan
Rahman, President, DCCI moderated the workshop after
delivering his welcome remarks. Mr. Abu Farah Md.
Nasser, Deputy Governor, Bangladesh Bank graced the
occasion as the chief guest.

Two separate keynotes were presented in the workshop
respectively by Mr. Md. Nazeem Hassan Satter, General
Manager, Business Support Services, SME Foundation
and Mr. Md. Jaker Hossain, Director, SME & Special
Programmes Department, Bangladesh Bank.
Recommendations:

e In this turbulent time of global economic slowdown,
SMEs need to be supported with loan on easy terms for
their survival as well as for ensuring their contribution
to the revival of the economy.

e The public and private sectors need to work together
to combat inflation.

e Entrepreneurs need to be updated about the changes
made in the national industrial policy 2022.

* Most of the CMSMEs, mainly the cottage and micro,
need to reduce their dependence on banks and
explore alternative channels. In future, banks will not
serve the segments that need loans below 1.00 to 5.00
lac.

e Need to introduce innovative and diversified loan
products for CMSMEs.

e Need to minimize the gap between the earnings of
CMSMEs and required loans, especially in the case of
term loans with minimum tenure.

* Need to address lack of eco system (risk sharing tools,
credit rating, bankable entrepreneur’s database etc.).

* Need to emphasize on readiness of the banks (SME
friendly credit model, dedicated manpower, focus,
policy etc.).

Need to explore and promote alternative financing
options as well as alternative financing sources other
than bank loans.

Need to focus on target-based financing (priority
sector, clusters, groups, areas etc.).

Ensuring positive notes and direction of board &
senior management of Banks with clear-cut policy,
dedicated personnel, campaign, reward etc.

Need to develop risk sharing and minimizing tools
(credit guarantee, rating agency etc.)

Need to focus on combined and coordinated approach
and initiative to develop and create new entrepreneurs.
Government banks can play a significant role in
providing CMSME loans as they have a vast number
of branches spread over the country.

Banks should include their directors to encourage
CMSME lending.

A National CMSME financing policy can be
implemented.

BSCIC can also play a huge role in providing training
which can be accredited by banks and other financial
institutions.

The Bangladesh Bank should
uniformize its lending policies.
Locally made import substitute products should get
more priority.

DCCI can also arrange training for bankers and
entrepreneurs for information dissemination regarding
CMSME lending.

Field-level employees should be more proactive and
skilled in lending CMSME loans.

Need to link internal promotion with the performance
of lending CMSME loans.

Producers or sellers can use blockchain to sell their
products.

fund creation and inflow should be within the national
boundaries. If profit crosses the border, then it won't
be helpful for the economy.

Need to introduce a credit scoring system to maintain
smooth due diligence.

Small businesses have less bargaining power than large
businesses. This discrimination should be minimized,
if completely eliminating it becomes impossible at
this moment.

BB should provide one stop service to traders to solve
their banking problems.

To reduce information gap between fund providers
and customers, a gap analysis is very important.
In this case, Banks, NBFIs, MFS can share their
opinion how are they funding SMEs. Success rates of
different modes of financing can be studied to build a
comprehensive model for SME financing.

standardize or
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Govt working on IMF conditions for $4.5b loan

The government has  started
implementing some of the conditions
set by the International Monetary
Fund’s in the financial and energy
sectors ahead of the global lender’s
board meeting to discuss Bangladesh’s
$4.5 billion loan request, according
to sources at the finance ministry. As
part of this, the interest cap of lending
will be withdrawn soon and the
state-owned banks have been asked
to reduce the amount of defaulting
loans by 12 percent by June 2023,
down from the existing average of 30
to 40 percent, a senior official of the
financial institution division said on
November 27, 2022. He and other
sources spoke on condition they
can't be identified as they are not
authorized to speak to the media.

The government has corrected the
foreign exchange reserves calculation
excluding export development funds
and loans to Sri Lanka. Several
ministers and Bangladesh Bank
governorhavesaidthatthe netreserves
are now $26 billion. The Bangladesh
Energy  Regulatory = Commission
has recently hiked the bulk price of
electricity by 19.92 percent. This has
prompted the distribution companies
to ask for 20 percent increase at the
consumers’ level. The hike in power

IE} Resilience
and Sustainability
Facility

Rest bn E egual IMF sers loan Disbarssment
Instalments conditlons in 5 aneas in / instabments
by 20326 In 4y
i | (9 Average
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tariff has been one of the conditions
of the IMF, said the sources. The IMF’s
loan for Bangladesh is expected to
be approved in the board meeting
scheduled to be held at the IMF head
office in the last week of December.
Earlier, ateam of the IMF was in Dhaka
from October 26 to November 9 to
hold talks with relevant Bangladesh
officials on the $4.5 billion loan.

The team held a series of meetings
with the ministry of finance, the
Bangladesh Bank, the National Board
of Revenue, the Bangladesh Security
and Exchange Commission, the
Ministry of Power, Energy and Mineral
Resources, the Ministry of Planning,
and some other organizations. As a
result, Bangladesh has started working

on this before the final approval of
the loan. Broadly speaking, the IMF’s
demands include reforms in the
banking sector, including reducing
non-performing  loans,  reducing
government subsidy spending, and
reforming the revenue sector.

Ahsan H. Mansur, a former official
of the IMF and executive director
of the research organization Policy
Research Institute, said in this regard,
“The conditions of the IMF should be
accepted. It is not right for anyone to
disagree with these.” “This time the
conditions are very flexible. If we
cannot accept these, then we have
to understand that we do not want to
solve the problem,” he said il

Govt plans to phase out protective tariffs

The tariff protection to the country’s
domestic industry imposition  of
high rates of customs duty on
imports will soon end. However,
the privilege will be afforded to a
select few for a certain period of
time, according to the draft of the
National Tariff Policy 2023, which
looks to make domestic industries
more efficient to sustain post-LDC
competition. The country’s first-ever
tariff policy also aims at encouraging
investment, promoting exports as
well as ensuring consumers’ benefits

through reduction of price disparities
between local and imported goods.
The average tariff in Bangladesh is
14 percent, while the average of
least developed countries is 8.5
percent. Countries are committed
to the World Trade Organization to
lower tariffs to facilitate more global
trade integration. The draft tariff
policy seeks to cancel the existing
discriminatory bond facility for raw
material import for export sectors
amid complaints from many local
industries including textile and paper

that the facility is being misused
and costing local manufacturers. It
also envisions abolition of separate
tariff systems for different importers;
no imposition of regulatory duty
except in emergency situations; and
abolition of the existing system of
minimum value determination by
the National Board of Revenue for
imported goods.

The Bangladesh Trade and Tariff
Commission, the author of the draft,
will meet the Ministry of Commerce
and other stakeholders before

7
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finalising it for approval, officials at
the ministry said. Once approved,
the first national tariff policy will
come into effect next year. The
commission has asked existing
industries, including those making
new products and still infant, to let it
know how long they want protection
measures to continue. Among other
issues and goals of the proposed
National Tariff Policy are: meeting
the targets of Vision 2041 and the 8th
Five-Year Plan, export diversification,
rationalising the tariff system, dealing
with external economic shocks.

Dr. Mostafa Abid Khan, a trade expert
and also advisor of the committee
on the tariff policy, said, “If tariff
protection is given for a certain
period, local industries will be willing
to develop to meet competition.
Otherwise (if it continues for an
indefinite period) they will not learn
to stand on their own feet.” He said
if the tariff policy — which will bring
such taxes in line with commitment
to the World Trade Organization’s
bound rate — is finalized, it would
help sustain the country’s industry
and also reduce excessive tax burden
on the consumer.

Business leaders mostly ok
with the new policy move

Business leaders have welcomed
the move, but also highlighted other
issues that would require attention.
Manzur Ahmed, advisor of the
Federation of Bangladesh Chambers
of Commerce and Industry, the apex
body of the country, said the proposal
to make the protection to the local
industry through tariffs time-bound
was a logical one. “In the case of
infant industries, this protection can
be eight to 10 years,” he said, adding,
“Some businessmen, however, use
their influence to take protection
through the highest tariff, but this
isn’t extended to anyone else apart
from that company.”

DCCI Review November 2022

Bangladesh
Manufacturers and Exporters
Association President  Hafizur
Rahman Khan, also the chairman
of the country's  motorcycle
manufacturing and exporting pioneer
Runner Automobiles Ltd, said
protection should not be sought for
an indefinite period of time. “But,
before lifting the protection, we must
check if the goals of the protection
were achieved or not. If not, we
must look deeper into the reasons.”
Lifting protection before that would
seriously hurt local industries, he
warned, adding that the development
of component vendor industries and
export market were important goals
of the tariff support for the two-
wheeler manufacturing industry.

Motorcycle

How businesses were
protected so far

Protectionist ~ measures  created
barriers to imports to allow local
businesses to thrive. For instance, if
a company manufactures a product
locally, an additional duty-tax is
levied on the imported substitute to
make it costlier. Various industries
and industrial sectors in Bangladesh
have been getting this benefit for
years in the name of protecting local
industries. For example, Bangladesh
imports super plastic pipe, on which
the total tariff is more than 104
percent. That is, if the price of a pipe
is Tk100 in the global market, then

the consumer of Bangladesh will
have to spend an additional Tk104
taka on the same imported pipe
because of the tariff.

Again, the tariff rate on any footwear
import is 170 percent. Some 237
types of food stuff also get average
protection, alongside various other
products. Specific information on
how many industries in Bangladesh
get protection as well as the tariff rate
of such protection, or for how many
years was not readily available.

Syed Nasim Manzur, managing
director of Apex Footwear Limited,
one of the largest local brands of
Bangladesh, said, “It's a good move.
[t's time to bring down the high wall
of protection. There is a 170 percent
tariff on finished shoe imports, which
is outdated. Of course, it needs to be
reduced.” He, however, thinks that
the phasing out should be gradual,
while some industries like agro and
poultry should be protected Il

RMG orders increases
as US retail sales spike

The restoration of buoyancy in US
markets has led to a strong rebound
in work orders from international
apparelretailersandbrands, providing
much-needed relief to garment
makers in Bangladesh following
a lean season. “While consumers

8



National Economy

feel the pressure of inflation and
higher prices and there is continued
stratification with consumer spending
and behaviour among households at
different income levels, consumers
remain resilient and continue to
engage in commerce,” said National
Retail Federation President and
CEO Matthew Shay as quoted by
INO.com. A forecast by the NRF in
October said holiday sales in the US
during November and December are
expected to rise up to 8 per cent to as
much as $960 billion.

US consumer prices rose less than
expected in October, sending the
annual increase below 8 per cent
for the first time in eight months, the
strongest signs yet that inflation was
slowing, reports Reuters early this
month.

The consumer price index rose 0.4
per cent last month after climbing
by the same margin in September.
Economists polled by Reuters had
forecast the CPl would advance by
0.6 per cent. Kutubuddin Ahmed,
chairman of Envoy Textiles, an
apparel exporter, said work orders
have started coming back slowly.
As such, the stock leftover from last
season is decreasing rapidly with the
beginning of Christmas sales in the
western world.

The warehouses of major retailers
and brands were full of old inventory,
but the recent cooling of inflationary
pressure in the US has led to a climb
in sales. “Fortunately, it seems the
inflow of work orders will continue
to grow gradually as western people
missed three consecutive Christmas
amid the Covid-19 pandemic,”
Ahmed said. “My assessment is that
this Christmas will see a massive
sale.”

The inflow of orders in Bangladesh
was low over the last three months
as international buyers were sitting
on old unsold garment items due to
severe fallouts of the Russia-Ukraine
war, which began in February. AK
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Azad, chairman and CEO of Ha-
Meem Group, another garment
exporter, said this year’s Thanksgiving
sales were not as high as expected.
“So, itis predicted that the consumers’
response in the upcoming Christmas
may also not be as upbeat as
projected.” “This means the inflow
of orders from international retailers
and brands may not pick up until
August next year” Bangladesh has
received nearly 20 per cent fewer
orders so far this year compared to
the same season last year, he added.

MA Jabbar, managing director of
DBL Group, says it is true that orders
are picking up gradually both in
European and US markets but prices
are not increasing. ‘A lot of work
orders are also shifting from China
to Bangladesh.” Apparel shipments
were slow in the last three months
as consumers in the western world
witnessed higher inflation due to
the Russia-Ukraine war. But with the
easing of consumer prices, consumers
have started to spend again.

Jabbar said local spinners are selling
yarns at 20 per cent lower prices to get
rid of their old stocks. It is expected
that the domestic sales of yarn will
pick up because of the rising demand
for apparel items.

Md  Shahidullah  Azim, vice-
president of the Bangladesh Garment
Manufacturers and Exporters

Association, says a lot of enquiries
are  coming

from international

buyers for the next spring season,
which begins in March, not work
orders. Faruque Hassan, president
of the BGMEA, said: “Orders are not
coming in a big way like we received
in February and March, but it is
picking up gradually.” “Only some
factories are getting a lot of orders
in specific product categories.”
Since the troubled European market
is becoming more volatile due to
the war, local exporters have started
focusing on the Asian and the Middle
Eastern markets, Hassan added [l

Bangladesh, EU willing to
sign ‘partnership coop’ deal

Bangladesh and the European
Union expressed willingness to
sign a “partnership cooperation”
agreement to elevate the relations to
next level. However, it is still at an
initial stage as it requires extensive
discussions and negotiations. State
Minister for Foreign Affairs Md
Shahriar Alam together with Deputy
Secretary General of the European
External Action Service Enrique Mora
conveyed two sides’ willingness
regarding such a mechanism.
They jointly briefed the media in
the middle of the first “political
dialogue” at State guesthouse Padma
on November 24, 2022. “We're
not signing any agreement today.
We are trying to get deeper into the
issues. We can't give you any time
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frame for signing the partnership
cooperation agreement,” Alam said
while responding to a question. He,
however, said the relations need to
be taken to a newer height which
means taking the relationship to a
level of partnership.

Mora said such an agreement
will provide a legal framework
for cooperation in every single
area including climate change,
connectivity, digital sphere,
security and defence. He said
Bangladesh’s “spectacular growth

and achievements” allowed them
to go for a broader cooperation
with Bangladesh. Mora noted the
impressive growth of Bangladesh
over the last one decade and said
the launching of political dialogue
between the two sides is a very
good beginning for the next stage
of cooperation. “We are opening
a new chapter in our relationship.
It is important for us to work with
our partners together,” he said,
adding that this is the recognition
of the impressive achievements of
Bangladesh. The two sides met for the
first time in such high-level political
dialogue for providing strategic
guidance and intensifying foreign
and security policy cooperation.

State  Minister Alam led the
Bangladesh  delegation at the
dialogue while Deputy Secretary
General of EEAS Mora led the
EU side. Issues of shared interest
such as peacebuilding, conflict
prevention, Indo-Pacific, Ukraine

issue, connectivity, climate change,
trade, security and counter-terrorism
were discussed at the dialogue.
Issues related to the Rohingya crisis
were also discussed both on security
and humanitarian perspectives. The
EU side highlighted their efforts to
find a solution to the Rohingya crisis
as Bangladesh seeks safe and quick
repatriation of the Rohingyas to their
homeland. State Minister Alam said
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the EU signed similar agreements
(partnership cooperation agreement)
with the major Asean economies.
He said they discussed overall
security issues and cooperation in
the region including conventional
and nonconventional security issues,
cyber security and transnational
organized crimes.

EU Ambassador to Bangladesh
Charles Whiteley was also present. In
October 2021, the two sides agreed
to launch the political dialogue when
Foreign Secretary Masud Bin Momen
met the Deputy Secretary General of
the European External Action Service
in Brussels. The EU acknowledged
Bangladesh’s growth momentum
and new confidence as a nation and
looked forward to engaging further
with Bangladesh on issues of shared
interest, including through focus on
the Indo-Pacific [l

MES operators allowed
to bring in remittances

Mobile financial service providers
have been allowed to bring in
remittances to Bangladesh, a move
that would permit migrant workers
to transfer funds to their beneficiaries
directly, fast, digitally, and in a secure
way. Currently, remitters depend on
formal channels such as foreign
exchange houses, banks, and money
transfer companies to send their

money back home. But they can't
carry out the transactions instantly
and sometimes they have to travel, a
situation that forces them to use the
hundi system, which is illegal. But
once the central bank’s latest move
translates into reality, they will be
able to send money home using their
mobile wallets. In Bangladesh, banks
can make drawing arrangements with
exchange houses abroad without
prior permission from the Bangladesh
Bank. They are also allowed to go
for drawing arrangements without
letters of reference or certificates
from the Bangladesh embassy or
high commissions of the respective
country.

In order to bring wider flexibility
to the money transfer system,
MFS operators will be allowed to
repatriate wage earners’ remittance
in association with internationally
recognized online payment
gateway service providers, banks,
digital wallets, card schemes,
and aggregators abroad, said the
Bangladesh Bank in a notice on
November 30, 2022 . At present, 13
MEFS operators are providing services
to more than 18 crore account
holders, who are transferring nearly
Tk 3,000 crore daily. “The initiative
taken by the Bangladesh Bank will
help wage earners send remittances
in a secure and faster way through
digital platforms of the licensed
MFS providers,” said Shamsuddin
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Haider Dalim, head of corporate
communications of bKash, the largest
MFS operator in Bangladesh.

“We hope necessary steps will be
taken to implement the instructions
of the regulator.” An executive of an
MFS operator welcomed the central
bank move, saying it will boost
remittance transfers through official
channels and cut remitters’ reliance
on the hundi cartel. “Sometimes
remitters have to rely on the hundi
system since they can’t remit money
whenever they want and from
wherever they want.” Bangladesh
rolled out MFS in 2011. Since then,
the service has exploded across
the country. At present, 13 MFS
operators are providing services to
more than 18 crore account holders,
who are transferring nearly Tk 3,000
crore daily. Under the new system,
MFS operators must have standing
arrangements with foreign payment
service providers to receive foreign
currencies in their accounts, and an
equivalent taka value will be credited
to the wage earners’” MFS accounts.

According to the BB notice, foreign
PSPs must provide credit to the
designated banks’ nostro accounts.
After receiving the amount in the
taka, wage earners can use the MFS
account from abroad to carry out
all transactions in the taka. A wage
earner can open an MFS account in
the taka through e-KYC (electronic
know your customer) along with
the validated proof of departure
from Bangladesh. On return to
Bangladesh, such accounts can be
converted to local MFS accounts.
This account may be converted again
to a wage earner MFS account with
the proof of departure. It is important
that wage earners’ MFS accounts
can only be credited against foreign
currencies, said the BB. Banks have
been advised to provide settlement
account services to MFS operators.

Under the service, banks will transfer
the fund upon receipt in their nostro
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accounts to settlement accounts
in the equivalent taka of the MFS
operators. As an alternative, banks
may maintain accounts in the name
of foreign PSPs in foreign currency
or taka to facilitate the transfer by
debiting the accounts, said the notice.
Currently, one crore Bangladeshi
migrants are working in other
countries, sending $21.03 billion in
the last fiscal year of 2021-22. But
half of the remittances are said to
flow to the country through formal
ways and the rest through hundi Il

Export, import licence
validity extended to 5 years

The government has extended the
validity of the Import Registration
Certificate and Export Registration
Certificate to five years from one
year aiming to ease the business
environment. A circular issued by the
Ministry Of Commerce to this effect
on November 23, 2022 mentioned
that the decision was made at a
commerce ministry meeting on
28 September this year. According
to the notification, any trader
can take a licence for any period
between one year and five years,
and the registration/ renewal fees
will be calculated proportionately.
Bangladesh Garment Manufacturers
and Exporters Association President

Faruge Hassan welcomed the
decision and termed it “business-
friendly”.

This will reduce the time required for
obtaining various documents needed
for the export and import licences,
he added. He further explained,
‘We have to renew these licences
every year, and it requires a lot of
documents including those of banks
which also need many verifications.”
For obtaining these documents,
businessmen have to go to various
offices, he mentioned, adding that
if the government takes the same
decision for the rest of the licences
and certificates, traffic congestion
in the city will reduce. The BGMEA
President went on to say that they
had long been demanding that
tenure for different licences including
trade licence, bond licence, and fire
licence be increased at least five
years. In this way, businessmen will
pay five years’ registration fees at
the same time, which will help the
government obtain more revenue in
advance. Faruge Hassan said it is also
an eco-friendly decision as it will
reduce the use of paper Il

Banks urged to speed up
disbursing agri-loans

The Bangladesh Bank governor has
urged the commercial banks to speed
up disbursing agricultural loans to
overcome the ongoing economic
crisis and possible threats of food
shortage in the country. Bangladesh
Bank Governor Abdur Rouf Talukder
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gave instructions to the scheduled
banks’ managing directors in this
regard in a meeting held on November
19, 2022 to fully implement the
government’s  agricultural  policy.
The central bank governor has
also asked the commercial banks
to reduce investment in defaulted
industrial loans. Bangladesh Bank
officials present at the meeting said
the managing directors of the banks
were reminded of the emphasis
on agriculture given by the prime
minister to reduce the import
dependency for food.

The central bank also urged the
commercial banks to focus more on
agriculture than the general loans.
The Bangladesh Bank governor
praised the scheduled banks which
are leading in the field of agricultural
loans and gave a stern warning to
the banks which are indifferent
towards it, said sources. In the first
four months (uly-October) of the
current fiscal year, Tk9,469 crore was
disbursed as loans in the agricultural
sector, which is 19.78 percent more
than the same period of the previous
fiscal year. During the same period in
FY22,Tk7,905 crore was disbursed in
the sector. There is a target to disburse
Tk30,911 crore as agricultural loans
in the current fiscal year and 30.63
percent of the amount was disbursed
in the first four months.

The central bank announced several
similar schemes for farmers even
during the Covid-19 situation
when food imports from the global
market were disrupted. In the first
phase, Tk4,295 crore in loans was
disbursed from a refinancing scheme
of Tk5,000 crore, while in the
second phase, Tk3,050 crore was
disbursed as of September this year
under another refinancing scheme.
Recently, the Bangladesh Bank has
created a Tk5,000 crore refinance
scheme for farmers, aiming to ensure
food security by boosting domestic
production amid the worsening

12

global food crisis. Under the scheme,
farmers will get loans for cultivating
paddy, fish and vegetables at an
interest rate of 4 percent, which they
can repay in 18 months including a
three-month grace period, according
to a central bank notice issued
recently.

After the meeting, Association of
Bankers Bangladesh Chairman Selim
RF Hussain said, “Special emphasis
has been given on speeding up
agricultural loans, because all the
agencies including the World Bank
and the International Monetary Fund
have recommended focusing on it.”
“The amount of loss in marginal loans
is also very low, so it is relatively risk
free. There is usually no default in this
loan. Usually the big borrowers are
defaulters,” said Selim RF Hussain,
managing director of Brac Bank.

He said Brac Bank has always put
special emphasis on agricultural
loans and considering the ongoing
situation, they will take special
initiatives in this regard as per the

Bangladesh  Bank’s instructions.
According to government data,
Bangladesh ranks third in rice

production in vegetable production,
seventh in  mango production,
seventh in potato production and
eighth in guava production in the
world. Agricultural loans are given at
4-8 percent interest rate [l

NBR collects Tk 90,902cr
in revenue in 4 months

Bangladesh’s National Board of
Revenue has collected Tk 90901.99
crore in the July-October period of
the current fiscal year (2022-23),
against the target of Tk 97306.86
crore.

According to NBR’s latest data,
revenue collection has grown by
14.17 percent on average so far in
October, compared to last fiscal
year (FY 22). In the fiscal year 2021-

2022, the revenue collected in July—
October was Tk 79622.66 crore.
Though the revenue collection target
saw a shortfall of Tk 6404.87 crore,
the overall revenue collected in the
July—October period is encouraging
for the revenue board, said an NBR
member November 22, 2022. He
said that the negative impact of
the global economy has also hit
Bangladesh. Despite various crises,
NBR’s revenue collection has been
satisfactory so far, the official said. In
the current fiscal year of Bangladesh
(July  2022-June 2023), NBR’'s
revenue collection target has been
set at Tk 3.70 lakh crore Il

Macro-economy under
pressure in Q1: MCCI

Bangladesh’s macro-economy was
under pressure in the first quarter
of the FY23 thanks to a high rate
of US dollar, mounting import
payments, negative current account
balance, weak remittance inflow and
depleting foreign exchange reserve,
according to the Metropolitan
Chamber of Commerce and Industry,
Dhaka. In the July-September review
published on November 20, 2022,
the influential trade body also noted
a number of measures to alleviate the
squeeze on the economy. The MCCI
urged the government to stabilize the
foreign exchange reserve, manage
inflation, boost revenue generation,
ensure uninterrupted electricity and
gas supply and extend social safety
net programmes.

According to the quarterly review,
Bangladesh in the July—September
quarter was yet to shake off the Covid
fallout completely, as the Russia-
Ukraine war interrupted the recovery.

The chamber said the armed conflict
led to rising commodity prices in
the global market and roiled the
supply-chain.  The developments
contributed to fuming inflation not
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only in Bangladesh, but in several
countries around the world. The trade
body noted a decrease in remittances
and the widening of the current
account deficit which intensified the
local economic situation. The Taka
came under pressure and the foreign
exchange reserve started declining
sharply, said the review. In July—
September, the MCClI said the foreign
currency reserve was somewhat at a
satisfactory position, but decreased

subsequently Il

BB forms Tk 5000cr
refinance scheme to
ensure food security

Bangladesh Bank has formed a
refinance scheme of Tk 5000 crore to
boost food production and strengthen
the country’s food security. Farmers
can take loans from this fund at a 4
percent interest rate. They can borrow
from this fund for a maximum of 18
months with a grace period of three
months. Bangladesh Bank issued a
circular in this regard and sent it to
top executives of all banks. Farmers
can take loans from this fund for
crop cultivation, fish, poultry, dairy,
vegetables, fruits, and flower firming.

The central bank believes that there is
risk of a global food crisis due to the
disruption in supply chain and prices
of food grains are increasing for this
reason. In such a situation, to ensure
the food security of the country, it is
necessary to increase production. To
this end, the central bank has decided
to create a refinancing fund of Tk 5000
crore to maintain the flow of loans at
low interest in the agricultural sector.
The circular stated that only farmers
will get loans from this fund. Small
marginal farmers can take a single
collateral-free loan up to a maximum
of Tk 2 lakh for the cultivation of
crops including rice, vegetables,
fruits and flowers. According to the
agricultural and rural loan policies
of Bangladesh Bank, loans can be
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disbursed only against the related
crop liability in the case of cultivation
on a maximum of five acres of land.
Besides, banks can provide loans
if it wishes by taking collateral on
the basis of the customer-banker
relationship. The loan money from
this fund cannot be used to adjust the
customer’s old loan. Loan defaulters
will also not get loans from this fund,
the circular stated. The duration of
this loan disbursement is set to June
30, 2024, which would be increased
if necessary Il

Forex reserve at $34.3b,
IMF says at $26.3b

Bangladesh’s  foreign  exchange
reserves is falling due to meeting
import demand of essential goods
and a downward trend in remittance-
export incomes, the latest data of
Bangladesh Bank revealed. After
paying $1.35 billion to Asian
Clearing Union as an import bill
for September—October, and $131
million spent to meet LC liabilities,
the forex reserves stood at $34.3
billion at the end of November 7.
BB spokesperson Md Abul Kalam
Azad said that the liabilities of import
payment are decreasing gradually
after reining in opening of import
LCs. $1.35 billion in ACU bill has
been paid in September—October.
Earlier, Bangladesh had to pay $1.73
billion for July-August period and

$1.96 billion during May—-June, he
said.

The central banks and the monetary
authorities of Bangladesh, Bhutan,
India, Iran, Maldives, Myanmar,
Nepal, Pakistan and Sri Lanka are
currently members of the ACU.
According to the suggestion of
International Monetary Fund, if $8
billion used as export development
fund is excluded from the foreign
exchange reserves, then the reserves
stand at $26.3 billion. It is the lowest
in 7 years.

Forex reserves were $35.8 billion
on October 30, 2022. Bangladesh’s
foreign exchange reserves reached
an all-time high of $48.06 billion
in August 2021 and a record low
of $42.5 million in August 1974.
Despite curbing imports, the foreign
exchange reserves are falling sharply.
Opening of new LCs has been
reduced.

But the liability of the previously
opened LCs is now payable in terms
of arrears or late payment. Due to this,
the dollar crisis is becoming more
acute. Bangladesh will be able to
meet the import expenses of three and
a half months with the current forex
reserves. Regarding the tightening of
imports, economists said that forex
reserves cannot be increased by
stopping imports. Domestic products
need some imported materials. If
not, the economy will be adversely
affected [l
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Cross Border Trade halved
due to dollar crisis

Cross-border trade through land ports
in Bangladesh has halved over the
past month as importers are facing
severe difficulties in opening letters
of credit (LCs) amid the country’s US
dollar shortage. Importers say banks
are issuing LCs for only a handful of
consumables, such as rice and onion.
As a result, shipments of other items,
including animal feed and coal, have
slowed considerably.

Imports through land ports in the
country have dropped by almost
50 per cent on average due to the
dollar crisis and unstable rates for the
greenback in global markets. Besides,
rising international commodity prices
resulting from ongoing inflationary
pressure worldwide has exacerbated
the situation by increasing the cost of
purchases from abroad.

Traders had been facing difficulties in
opening LCs from the end of October,
but their troubles deepened halfway
through the current month due to
continued depreciation of the local
currency. “Most banks are rejecting
our requests to open LCs citing that
they do not have the authority,” said
Mostaq Ahmed, a trader of the Hili
land port in Dinajpur.

Bangladesh Bank had tightened the
rules regarding the opening of LCs for
non-essential items earlier this year
in a bid to ease the pressure of import
payments on the economy. However,
Mostaq, who imports edible goods,
said he tried and failed to open
LCs at several banks in Hakimpur
upazila of Dinajpur and Panchbibi
upazila in Joypurhat midway through
November.

Traders at other land ports in the
region, namely Sonahar in Kurigram,
Banglabandha  in  Panchagarh,
Burimari in  Lalmonirhat, Biral
in Dinajpur and Sonamasjid in
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Chapainawabganj, are enduring
similar experiences. Officials say
the ports will mostly likely miss their
revenue targets this year considering
the decline in imports, which will
also impact the earnings of a large
number of people working at these
facilities.

Sarkar Rakib Ahmed, president of
the Clearing and Forwarding Agents
Association of Sonahar, said the port
is mainly used to import food items
alongside stone, coal and limestone.
However, shipments have dropped
by as much as 60 per cent due to
difficulties in opening LCs. Also,
there have been unusual delays in
the release of LC payments even after
importers paid their dues in full, he
added.

Md Shaheed, an importer of Hili land
port, said he could not import wheat
and rice bran from India as banks
declined to open an LC even though
these items are essential for making
animal feed. He then informed that
shipments of bran through the port
have remained halted since October
20 as banks are opening LCs only for
importing onion and rice, leading to
a 70 per cent decline in his business.

During normal times, Hili land
port is mainly used for importing
rice, wheat, maize, mustard cakes,
molasses, rock, ginger, garlic, onion
and chilly, among other items. Harun
Ur Rashid, president of the Importers

and Exporters Group at Hili land
port, said banks seem to have silently
imposed a restriction on opening
LCs for most goods due to the dollar
crisis. “If we need 10 LCs, banks are
releasing just 2 of them,” he added.

Rashid went on to say that trade
through the port has fallen by
some 30 per cent amid the current
situation. “Previously, around 300
trucks loaded with various goods
would enter Bangladesh through the
port each day but now, the number
is around 200, he said, adding
that banks hardly provide LCs for
importing cattle and poultry feed
items. Port and customs authorities
of Hili land port say that around 4.68
lakh tonnes of goods were imported
between July and October in the
current fiscal while it was around
6.64 lakh tonnes during the same
period last year.

Kudrat-e-Khuda Milon, president of
the Importers and Exporters Group of
Banglabandha land port, said banks
have almost completely stopped
issuing fresh LCs. “Only goods of
previous LCs are being imported
through the port at present” he
added. An official of a private bank in
Joypurhat, on condition of anonymity,
said Bangladesh Bank has imposed
tougher restrictions on opening LCs
as the dollar crisis is getting worse
every day [
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India likely to overtake Japan, Germany by 2030

India is set to become the world’s
third-largest economy by 2023,

overtaking Japan and Germany,
according to S&P Global and
Morgan  Stanley. S&P  forecasts

that India’s annual nominal gross
domestic product growth will stand
at 6.3 percent by 2030 while Morgan
Stanley estimates the GDP is likely to
more than double from current levels
by 2031, reports CNBC.

“India has the conditions in place
for an economic boom fueled
by offshoring, investment in
manufacturing, the energy transition,
and the country’s advanced digital
infrastructure,”  Morgan  Stanley
analysts led by Ridham Desai and
Girish Acchipalia wrote in the report.
“These drivers will make [India] the
world’s third-largest economy and
stock market before the end of the
decade.”

India posted a year-on-year growth of
6.3 percent for the July to September
quarter, fractionally higher than a
Reuters poll forecast of 6.2 percent.
Prior to this, India recorded an
expansion of 13.5 percent for the
April to June compared to a year ago,
buoyed by robust domestic demand
in the country’s service sector.

The country posted a record 20.1
percent year-on-year growth in the
three months to June 2021, according
to Refinitiv data. S&P’s projection
hinges on the continuation of India’s
trade and financial liberalization,
labor market reform, as well as
investment in India’s infrastructure
and human capital.

“This is a reasonable expectation
from India, which has a lot to ‘catch
up’ in terms of economic growth and
per capita income,” Dhiraj Nim, an
economist from Australia and New
Zealand Banking Group Research,

ECONOMY

said. Some of the reforms cited have
already been set in motion, said
Nim, highlighting the government’s
commitment to set aside more capital
expenditure in the country’s annual
expenditure books.

Becoming a more export-driven hub

There’s a clear focus by India’s
government to become a hub
for foreign investors as well as a
manufacturing powerhouse, and their
main vehicle for doing so is through
the Production Linked Incentive
Scheme to boost manufacturing and
exports, according to S&P analysts.

The so-called PLIS, which was
introduced in 2020, offers incentives
to both domestic and foreign investors
in the form of tax rebates and license
clearances, among other stimulus. “It
is very likely that the government is
banking on PLIS as a tool to make the
Indian economy more export-driven
and more inter-linked in global
supply chains,” S&P analysts wrote.

By the same token, Morgan Stanley
estimates that Indian manufacturing’s
share of GDP will “rise from 15.6
percent of GDP currently to 21
percent by 2031” which implies
that manufacturing revenue could
increase three times from the current
$447 billion to around $1,490
billion, according to the bank.

“Multinationals are more optimistic
than ever about investing in India
and the government is encouraging

investment by  both  building
infrastructure and supplying land
for factories,” Morgan Stanley
said. “India’s advantages [include]
abundant low-cost labor, the low
cost of manufacturing, openness to
investment, business-friendly policies
and a young demographic with a
strong penchant for consumption,”
said Sumedha Dasgupta, a senior
analyst  from  the  Economist
Intelligence Unit.

These factors make make India
an attractive choice for setting up
manufacturing hubs until the end
of the decade, she said. Salient
sticking points that could challenge
Morgan Stanley’s forecast include
a prolonged global recession, since
India is a highly trade-dependent
economy with nearly 20 percent
of its output exported. Other risk
factors cited by the US investment
bank include supply of skilled labor,
adverse geopolitical events and
policy errors which may arise from
voting in a “weaker government.”

A global slowdown may dampen
India’s export businesses outlook,
India’s finance ministry said on
November 24, 2022. Even though
India’s GDP on aggregate is already
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above pre-Covid levels, forward
looking growth is going to be “much
weaker” compared to previous
quarters, said Sonal Varma, chief
economist at Nomura. “Real GDP
is now 8 percent above pre-Covid
levels in growth rate terms ... but in
terms of the forward-looking view,
there are headwinds from the global
side financial conditions,” Varma
said, warning that there will be a
cyclical slowdown ahead.

Similarly, Nim also said that more
priority could be given to human
capital investment via education and
health. “This is especially important
for a post-pandemic economy
where greater disruptions to the
informal sector have meant widened
economic and wealth inequalities,”
he said, adding that falling labor
force participation rate, especially
among women, was concerning Il

S&P Global cuts FY23
India GDP growth
forecast to 7pc

S&P Global Ratings on cut India’s
economic growth forecast for the
ongoing fiscal by 30 bps to 7 percent
amid slowing global growth. The
rating company, however, said India
would be less impacted than other
countries owing to resilient domestic
demand. “We do see strength in
domestic demand in India. There are
some indicators continuing to show
fairly resilient growth. There are a
couple of risks on the horizon for
domestic demand.

The Reserve Bank of India has been
tightening policy rates since the start
of this year. So, some of those effects
are going to start to show up. While
the government is likely to continue
to prioritize capital expenditure for
the next couple of budgets as well,
private capex has been the missing
engine of the overall growth story,”
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said Vishrut Rana, an economist at
S&P Global Ratings. The S&P report
said the global slowdown would
impact export-led economies. India’s
economic output will expand by
7 percent in FY23 and 6 percent in
FY24.

The report added that China’s growth
could remain subdued in the coming
months, but should pick up in 2023
as the government eases its covid-
zero stance and the property market
stabilizes. Lower global growth and
higher interest rates should slow
other Asia-Pacific economies next
year, S&P said.

Rana anticipates that India could
see more inflationary pressure on
the core side but could see easing
inflationary pressure on food and fuel
in the next six months. “So, in India’s
basket, food is nearly 40 percent.
Wheat prices are under pressure
on the upside and this is unlikely
to abate over the next few months,”
Rana said Il

Pakistan expects $3b
from friendly country

Pakistan expects to secure $3 billion
in external financing from a friendly
country in two weeks, its finance
minister said as the South Asian
country awaits IMF funding. An
International Monetary Fund review
for the release of its next tranche

et L]

of funding has been pending since
September, leaving Pakistan in dire
need of external financing. Pakistan’s
Finance Minister Ishaq Dar said in
an interview with Geo News TV that
all targets for the IMF’s ninth review
have been completed, adding that
withholding a tranche despite that
would not make sense. The IMF’s
resident representative in Pakistan
did not immediately respond to a
request for comment.

Dar said Pakistan’s foreign reserves,
which have dropped to $7.5 billion,
will be shored up with a $3 billion
financing from a friendly country in
the next two weeks. That is hardly
enough for a month of imports for
Pakistan, which has been facing a
widening current account deficit and
a balance of payments crisis.

‘Won’t take IMF’s dictation’

The finance minister said he will
not take dictation from the IMF
on managing Pakistan’s finances,
saying he would prioritize Pakistan’s
interests. To a question about the
delay in the ninth review, Dar said,
“All the requirements for the ninth

review are completed,” adding
that the international lender was
“pbehaving abnormally” by not

completing the review.

“I don’t care if they come. | don't
have to plead before them. | have to
look at Pakistan’s matters.” He noted
that Pakistan will make alternate
arrangements in case of any delay
from the IMF. “If the money doesn't
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come, we will manage, no problem,”
he added. Dar insisted that his
aggressive approach will not derail
the IMF programme, stressing that
the government would complete the
current programme as well Il

Lanka free trade deals
drive exports 600pc
more than imports

Sri Lanka’s free trade deal have
earned the country 600 percent
more exports than imports in 2022,
a Finance Ministry report said, as
the country embarks on a renewed
push to free consumers from vested
import substitution businesses. Up to
September 2022, exports under four
tree trade deals totaled 229.1 billion
rupees, up to September 2022., while
imports were only 32.29 billion
rupees, or exports were 7 times as big
as imports.

An Indo-Lanka Free Trade Agreement
generated 140.4 billion US dollars
of exports and resulted in 5.1 billion
rupees in imports. Compare to
exports imports were around 600
percent. A Pakistan Sri Lanka Free
Trade Agreement had generated
13.1 billion rupees in exports and
2.9 billion rupees in imports. An
Asia-Pacific Trade Agreement had
generated 56.5 billion US dollars of
exports, and 2.7 billion rupees of
imports. Sri Lanka has more imports
than exports because people in
the country get foreign exchange
to spend from avenues other than
merchandise goods, such workers
remittances and service exports.

Meanwhile the government also
usually borrows abroad and invests
in projects which tend to generate
imports (a financial account inflow
will generate a current account
outflow). In 2022 Sri Lanka’s imports
started to collapse with private credit
slowing and banks paying back
foreign debt.
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There were also import controls.
Import controls, however do not
result in overall falls in imported
goods because credit will be given
to areas which are not controlled.
For example, cars may be banned,
but credit will still go for people to
buy tractors or build apartments.
Currencies collapse when money is
printed, driving credit with “fictitious
capital’, and making overall outflows
exceed inflows.

Sri Lanka is trying to strike free
trade deals to grow like East Asia,
but has been thwarted by monetary
instability. Forex shortages created
by the central bank also strengthen
the hands of ‘domestic producers’
or ‘import substitutors’ who claim to
be saviours of the public by ‘saving
foreign exchange’. Since a Latin
America style central bank was set
up in 1950 ‘saving foreign exchange’
and robbing economic freedoms of
the public with import and exchange
controls have been important policy
planks of successive administrations
in the post ‘independent’ period il

Nepal exports plunge
by 33.30pc

The government’s decision to give
continuity to the ban on import of
certain non-essential items limited
the country’s trade deficitto Rs 477.92
billion in the first four months (mid-
July to mid-November) of the current

fiscal year 2022-23. According to
Nepal Trade Statistics unveiled by
the Department of Customs, the
country’s total trade gap narrowed by
15.88 per cent compared to Tra Rs
568.17 billion in the corresponding
period of last fiscal year.

Issuing a notice on Nepal Gazette
on October 14, the Ministry of
Industry, Commerce, and Supplies
had extended the restriction on the
import of certain “luxury” items
including all kinds of readymade
beverages, vehicles (jeep, car and
vans, with exception of ambulances
and hearse), two-wheelers (above
150 cc) and mobile phone sets
(above $300) till December 15 in a
bid to prop up the country’s depleting
foreign exchange reserves.

As a result, the country’s imports fell
18.08 per cent to Rs 532.69billion
in the review period compared to Rs
650.29 billion in the corresponding
period of fiscal 2021-22. Petroleum
products were the top import
commodity, followed by crude
soybean oil and crude palm oil. But
at the same time, Nepal’s exports saw
a bigger drop in the review period, as
per DoC.

The country’s exports plunged by
33.30 per cent to Rs 54.77 billion in
the review month against Rs 82.12
billion recorded in the same period
of previous fiscal. The top export
commodities were refined soybean
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oil, refined palm oil and woollen
carpets.

Citinganexampleofhowthe USpolicy
to limit import of carpets affected the
entire carpet manufacturing industry,
economist Bhim Bhurtel informed
that the exports have fluctuated due to
external factors. “Nepaliindustries are
largely dependent on imports for the
raw materials, and thus the country’s
exports are primarily affected by the
external factors. If you look at Nepal’s
recent top export goods like refined
palm oil and refined soybean oil that
are mostly exported to India, the raw
materials of the commodities have to
be imported from the third countries.

Due to external factors like the Russia-
Ukraine war, source countries have
restricted export of these products in
crude form which have affected the
export of Nepal,” Bhurtel explained.
According to him, the country
lacks true industrialists that help to
generate jobs and foreign currency.
“What we have are mostly traders
who generate income by importing
goods from other countries.”

The import-export ratio in the review
period surged by 22.82 per cent to
9.73. This means Nepal imported
$9.73 worth of goods for every
dollar’s worth of goods exported. It
was a deterioration from the ratio
of 7.92 recorded in corresponding
period of previous fiscal Il
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Bhutan Food import value
almost five times that of
export

When the country is striving hard
to achieve food sufficiency, trade
statistics show a sober food trade
deficit. According to provisional
trade statistics for three quarters
of this year, Bhutan imported food
commodities almost five times the
value of export. Bhutan experienced
a food trade deficit of above Nu
4.6b in nine months, as the country
imports essential food items worth
Nu 5.5b in September, this year
including around Nu 930mn worth
of cereal.

A rough calculation shows that the
country imported food items worth
about Nu 17.5b and exported food
worth a little over Nu 3.1b last year.
This was derived from the value of
imports under sections |, Il, 11, and
IV of the Bhutan trade classification,
which  mainly consists of food
commodities.

The BTC section on live animals,
and animal products, which are
further classified into commodities
like meat, fish, and dairy produce
shows an import value of more than
Nu 956mn against the export value
of around Nu 13mn under the same
Bhutan Trade Statistics code. Import
of meat and edible meat offal, fish

and crustaceans, molluscs, and other
aquatic invertebrates comes to about
Nu 477.6mn until September this
year. Fish accounts for an import bill
of Nu 103mn.

In a span of nine months, this year,
more than Nu 374.5mn worth of
meat and meat offal was imported,
while dairy produce including honey
recorded an import of about Nu
469mn. Import of birds’ eggs; natural
honey; edible products of animal
origin, not elsewhere specified or
included worth Nu 469mn. As for
export, the country exported dairy
produce worth Nu 10mn, which
constitutes almost all the export
value of the BTC section on animal
products. There are about Nu 3mn
live animals’ export.

Of the total cereal import of Nu
930mn, imports of products of the
milling industry, malt, starches,
inulin, and wheat gluten formed Nu
176.5mn. Commodity-wise, cereal is
the only food featured in the top-ten
import commodity among vegetable
products. Under the section of
vegetable and vegetable products,
Nu 1.87b worth of vegetable products
imported was recorded.

The export value of the commodities
under the same BTS section shows
Nu 492.8mn. The report also shows
that around Nu 254mn worth of
edible fruits and nuts, peel of citrus
fruits or melons are imported.

The country also imported prepared
foodstuff, beverages, spirits and
vinegar, and tobacco products
worth around Nu 2.09b, of which
beverages, spirits, and vinegar formed
Nu 286mn. In addition, sugar and
sugar confectionery formed around
Nu 114.5mn. Between January to
September this year, the country
imported Nu 541mn worth of
tobacco and tobacco-manufactured
products.
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However, in terms of food self-
sufficiency ratio, the sector stands at
34.71 percent self-sufficient in rice,
72.27 percent for maize, 84 percent
for vegetables, 92 percent for dairy,
44 percent for meat, and 100 percent
for egg, according to Renewable
Natural Resource Sector report.

The overarching theme for the RNR
sector 12th FYP is “Enhancing Food
Self-sufficiency and spurring RNR
Sector transformation while ensuring

sustainable Natural Resource
Management”.
In vegetable production, around

6115.24 MT of winter vegetable
worth  Nu 35Tmn was produced
and livestock production includes
225,081TMT of milk, 7,571 MT of
Chicken, 595mn of egg, 15,363 MT
of Cheese, 4,152 MT of pork, 8,151
MT of butter, 1,039 MT of chevon,
30,843 doses of frozen semen
produced and distributed for dairy
breed intensification program.

Livestock Mega farms reports show
that about 45 broiler farms (3000
bird level), 15-layer farms (3000 bird
level), and 57 piggery breeding farms
(20 sow level) were established,
engaging 167 youths and laid-off
employees.

As of June, this year, RNR facilitated
the export of 1,014,275MT of RNR
products worth Nu 8884.49mn in the
last three years. With Self-sufficiency

for high-demand vegetables, the
report states that around 66 percent

was achieved for high-demand
vegetables.
Further, Livestock production

enhanced about 56,196.17 MT of
milk production against the target of
55,171 MT (20 percent), 156.41mn
egg production against the target
of 154.8 million (10 percent),
2123.8 MT (258.8 MT BTI) chicken
production against the target of
2636 MT (8.05 percent), 1189 MT
pork production against the target
of 1146MT (10 percent), and 211.25
MT fish production against the target
of 205 MT (10 percent).

In addition, around 13 commercials
broiler farms at the enterprise level
were established against the target
of 13 (10 percent), 161.73 MT of
Chevon production against the target
of 229MT (7.06 percent), 24 Layer
farms established against the target
of 20 (10 percent), and 9.638 acres
new fish pound established against
the target of 8 acres (10 percent).

A total of 47232 MT of apple (804.9
MT), betel nut (3127 MT), cardamom
(646.8 MT), ginger (2284 MT), potato
(37484.483 MT),
(2884 MT) were exported, according
to RNR report.
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However, around 17 products were
sent to Singapore including quinoa,
turmeric, ginger, and Highland
honey 240gms, 3 products were sent
to Malaysia, and 6 products were
sent to Japan. Meanwhile, Nu 3.6b
was spent against the target of Nu
4026.452mn as of 30th June 2022
with accounts for 90.3 percent of
budget utilization, this year Il

Maldives Sovereign
Development Funds drop
even further

The Sovereign Development Funds
(SDF) of Maldives has dropped even
further, decreasing the funds available
for usage. According to the statistics
shared by the Ministry of Finance and
Treasury, currently, there is only MVR
98.7 million in SDF.

Notably, the amount has dropped
drastically after having a billion
in it during October. The funds
decreased as it was used to invest
in various things. The SDF has MVR
5.1 billion in it. As per the figures,
at the beginning of this year, there
was MVR 1.2 billion available for
immediate usage.

The government has aimed to add
USD 600 million to the fund by 2026
Meanwhile, the Maldives Monetary
Authority (MMA) has stated that if the
investments made using SDF have
not matured by 2026, there would be
great obstacles in repaying the debts.
The Sovereign Development Fund
(SDF) was created by the government
of former President Abdulla Yameen
Abdul Gayoom.

It was created to be used in instances
when repaying the debt from loads
taken for large infrastructural projects
becomes difficult, or in overcoming
various economic crises.

Funds of SDF are kept with MMA
and managed entirely separated from
those in the authority’s reserve Il
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China exports shrink as global slowdown jolts demand

China’s  exports and  imports
unexpectedly contracted in October,
the first simultaneous slump since
May 2020, as surging inflation
and rising interest rates hammered
global demand while new Covid-19
curbs at home disrupted output and
consumption. The bleak October
trade figures highlight the challenge
for policymakers in China as exports
had been one of the few bright spots
for the struggling economy. Outbound
shipments in October shrank 0.3
percent from a year earlier, a sharp
turnaround from a 5.7 percent gain
in September, official data showed
on November 07, 2022 and well
below analysts’ expectations for a
4.3 percent increase. It was the worst
performance since May 2020. The
data suggests demand remains frail
overall, heaping more pressure on
the country’s manufacturing sector
and threatening any meaningful
economic revival in the face of
persistent Covid-19 curbs, protracted
property weakness and global
recession risks.

Chinese exporters weren't even able
to capitalize on a further weakening
in the yuan currency and the key year-
end shopping season, underlining
the broadening strains for consumers
and businesses worldwide. “The
weak export growth likely reflects
both poor external demand as
well as the supply disruptions due
to Covid outbreaks,” said Zhiwei
Zhang, chief economist at Pinpoint
Asset Management, citing Covid
disruptions at the Foxconn factory, a
major Apple supplier, in Zhengzhou
as one example.

Apple said it expects lower-than-
anticipated shipments of high-end
iPhone 14 models following a key
production cut at a virus-blighted
plant in China. “Looking forward, we
think exports will fall further over the
coming quarters. The shift in global
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consumption patterns that pushed up
demand for consumer goods during
the pandemic will probably continue
to unwind,” said Zichun Huang,
economist at Capital Economics.
“We think that aggressive financial
tightening and the drag on real
incomes from high inflation will push
the global economy into a recession
next year.”

Further imports weakness

Almost three years into the pandemic,
China has stuck to a strict Covid-19
containment policy that has exacted
a heavy economic toll and caused
widespread frustration and fatigue.
Feeble October factory and trade
figures suggested the world’s second-
biggest economy is struggling to get
out of the mire in the last quarter
of 2022, after it reported a faster-
than-anticipated rebound in the
third quarter. Chinese policymakers
pledged last week to prioritize
economic growth and press on with
reforms, easing fears that ideology
could take precedence as President
Xi Jinping began a new leadership
term and disruptive lockdowns
continued with no clear exit strategy
in sight.

Tepid domestic demand, weighed
down by fresh Covid curbs and
lockdowns in October as well as
the cooling property market, hurt
imports  too. Inbound shipments

declined 0.7 percent from a 0.3
percent gain in September, below a
forecast 0.1 percent increase — the
weakest outcome since August 2020.
China’s imports of soybeans fell and
coal imports slipped, as the strict
pandemic measures and a property
slump disrupted domestic output.
The overall trade figures resulted in a
slightly wider trade surplus of $85.15
billion, compared with $84.74 billion
in September, missing a forecast of
$95.95 billion Il

China’s industrial profits
drop further

China’s industrial firms saw overall
profits  decline further in the
January-October period as Covid-19
outbreaks flared up and cities
imposed new virus curbs, including
targeted lockdowns, dampening
economic activity. Industrial profits
fell 3.0 per cent in the first 10 months
of 2022 from a year earlier. That
compares with a 2.3 per cent drop
for January-September, National
Bureau of Statistics data released on
November 28, 2022 showed. The
bureau has not reported standalone
monthly figures since July. Profits
declined for 22 of China’s 41 major
industrial sectors. “Recent outbreaks
of domestic  epidemics  have
frequently occurred, the risk of global




economic recession has intensified,
and industrial enterprises are facing
greater pressure,” the bureau said in
a statement. The downbeat data for
the world’s second-largest economy
also reflects a debt payment crisis
within the country’s property sector
and a sharp slowdown in consumer

spending.

Since October, outbreaks have only
grown and mounting anger over
China’s harsh zero-Covid policies
that aim to stamp out the virus
sparked rare protests by citizens over
the weekend. China on reported a
fourth straight day of record cases.
Profits for manufacturers were down
13.4 per cent in the first ten months,
slightly lower than the 13.2 per cent
fall in January—September. “Industrial
profits continued to come under
pressure as prices were weighed
down by overall weak domestic
demand and input costs remained
high in some manufacturing sectors,”
said China Everbright Bank analyst
Zhou Maohua. Sectors showing
the steepest declines included the
petroleum, coal and fuel processing
industry which saw profits tumble
70.9 per cent. That compares with a
67.7 per cent drop for the first nine
months.

Some sectors that have seen strong
profit growth saw the pace of growth
slow significantly.

In the mining sector, profits grew
60.4 per cent in January—October
compared with a 76.0 per cent
gain for the first nine months. Some
analysts now believe China’s GDP
could contract in the current quarter
from the third quarter, and have
cut their 2023 forecasts, predicting
the path to reopening the economy
will be slow and bumpy. Analysts
from Nomura expect fourth-quarter
GDP to shrink 0.3 per cent from the
preceding three months and cut their
fourth-quarter growth forecast on
a year-on-year basis to 2.4 per cent
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from 2.8 per cent. Likewise, analysts
from Oxford Economics cut their
2022 and 2023 GDP forecasts as they
believe a broadening of lockdown
measures is expected.

To prop up the faltering economy,
authorities have rolled out a flurry
of measures recently, including
moves to ease some Covid curbs
and provide financial support to
the property market, which have
underpinned market sentiment. On
November 21, 2022, China said it
would cut the amount of cash that
banks must hold as reserves for the
second time this year, releasing about
500 billion yuan ($69.8 billion) in
long-term liquidity.

Last month, China’s industrial output
surged 5.0 per cent from a year
earlier, missing expectations for a 5.2
per cent gain in a Reuters poll and
slowing from the 6.3 per cent growth
seen in September. Industrial profit
data covers large firms with annual
revenues above 20 million yuan from
their main operations Il

Japan racks up trade deficit
as exports, imports hit records

Japan marked a trade deficit for the
15th month in a row in October, as
both imports and exports reached
record highs amid the soaring costs
of energy and food and a drooping

yen.

The deficit, at 2.16 trillion yen ($15
billion), was the highest for the
month of October since comparable
data was first compiled in 1979, the
Finance Ministry said November 17,
2022.

The huge deficit came despite a
solid growth in exports, which rose
25.3 percent last month to 9 trillion
yen ($64 billion) from a year ago.
Among the products boosting exports
were vehicles, medical products
and electrical machinery, according
to the ministry. Imports totaled 11
trillion yen ($79 billion), surging 53.5
percent from the previous year. Japan
is dependent on both energy and
food imports at a time when inflation
pressures have been rising globally.

Japan’s trade balance has fluctuated
in recent years partly because of
disruptions to production and other
problems related to the coronavirus
pandemic. Also critical to the rising
cost of imports is the declining value
of the Japanese currency. The U.S.
dollar, trading at about 110 yen a
year ago, has risen lately to nearly
150 yen. The drop has eased in recent
weeks, with the dollar now trading at
about 140 yen. By nation, October
exports grew to the U.S., as well as to
Asia, particularly Indonesia, Vietnam
and South Korea. Imports grew from
those nations as well, but also from
Taiwan, Malaysia and Germany.
Imports from the Middle East soared
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87 percent. The war in Ukraine and
other global factors have set off the
recent steep rise in energy costs.
Japan imports almost all its oil.

The weak yen tends to work as a
boon for Japan’s giant exporters, like
Toyota and Nintendo, by raising the
value of overseas earnings when
converted in yen. But such perks
often aren’t enough to counter the
rising costs of components, energy,
raw materials and other goods.
Lower interest rates tend to send that
nation’s currency lower against those
nations with higher interest rates.
The Bank of Japan has maintained a
negative interest rate policy, to keep
economic activity going, while the
U.S. Federal Reserve has repeatedly
tightened monetary policy to combat
growing inflation pressures. But the
cheap yen is almost certain to be a
plus for tourism, a key revenue for
the world’s third largest economy.
After basically closing borders to
tourists over worries about Covid-19
infections, Japan has now switched to
welcoming them [l

South Korea Nov exports
set to fall by most in 2.5
years

South Korea’s exports were set
for a second month of declines in
November and by the steepest pace
in 2-1/2 years, hurt by an economic
slowdown in China and a downcycle
in the tech industry, a Reuters poll
showed on November 29, 2022. The
country’s outbound shipments were
projected to have fallen 11.0 percent
in November from the same month
a year ago, according to the median
forecast of 20 economists the worst
annual slump since May 2020, and
accelerating from a 5.7 percent loss
in October.

The two straight months of year-on-
year declines followed a 23-month
growth streak through September.

DCCI Review November 2022

“Exports to China are declining at
an accelerating pace due to the
country’s  economic  slowdown,
while  semiconductor  exports,
which account for about a fifth of
South Korea’s total exports, remain
sluggish,” said Chun Kyu-yeon, an
economist at Hana Securities. “Given
the global economic slowdown and
falling trade volume, we expect
South Korea’s exports to continue
their declining trend through the first
half of 2023.”

During the first 20 days of this
month, South Korea’s total exports
shrank 16.7 percent year-on-year.
By product, semiconductors fell
29.4 percent, and by destination,
shipments to China its biggest trading
partner dropped 28.3 percent.
Imports were expected to have grown
only marginally, by 0.2 percent, just
enough to extend their run of gains
to a 24th month but much slower
than the 9.9 percent growth a month
before, according to the median
forecast from a range of -5.0 percent
to +6.4 percent.

Overall, the trade balance is set
to remain in deficit for an eighth
consecutive month, putting it on
track for the first annual shortfall in
14 years and the largest-ever. Full
monthly trade data is scheduled for
release on December 1.

The survey also forecast the country’s
consumer price index for November

to be up 5.1 percent than a year ago,
cooling from 5.7 percent in October
and hitting the weakest annual rate
in seven months. On South Korea’s

factory output, economists expected
production to have extended its
downturn for a fourth month in
October, falling 1.0 percent on
a seasonally adjusted monthly
basis, after a 1.8 percent decline in
September [l

Singapore Nov factory
activity ups slightly

Factory activity ticked up slightly in
November, but still remained in the
doldrums for the third consecutive
month after 26 straight months of
expansion. The purchasing managers’
index an indicator of trends in the
sector came in at 49.8 in November,
up 0.1 point on October’s amid a
global slowdown in the wake of
rising inflation, higher interest rates
and supply issues stemming from the
Russia-Ukraine conflict.

Factory activity ticked up slightly in
November, but still remained in the
doldrums for the third consecutive
month after 26 straight months of
expansion. The purchasing managers’
index — an indicator of trends in the
sector —came in at 49.8 in November,
up 0.1 point on October’s amid a
global slowdown in the wake of
rising inflation, higher interest rates
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and supply issues stemming from the
Russia-Ukraine conflict.

She noted that China’s struggle with
Covid-19  containment measures
suggests that the road ahead may
remain challenging, and may impact
business confidence and market
sentiment regionally. UOB senior
economist Alvin Liew said that the
uptick was a surprise, but noted
that the indexes remain in sub-50
territory, and it does not change his
view of weaker external demand
and the electronics down cycle
remaining in place. “We still expect
further downside to the PMIs in the
last month of 2022, and the weakness
to extend at least into the first half of
2023,” Liew added.

“With the faltering 2023
manufacturing outlook and barring
external events, such as escalating
war in Europe and a deadlier variant
of Covid-19, we keep our modest
2023 GDP growth forecast of 0.7
per cent. “China’s potential rebound
from its Covid-19 challenges in 2023
could be a positive factor offsetting
some of the downside drivers next
year.”

Ms  Sophia Poh, vice-president
of industry engagement and
development at the Singapore

Institute of Purchasing and Materials
Management, which compiles the
index, noted: “Anecdotal evidence
suggests that local manufacturers are
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less optimistic about the economic
outlook going into the first half of
next year.

“The weaker global demand and
China’s  Covid-19  containment
measures are weighing on domestic
demand despite the year-end festive
seasons, although there was some
respite from lower cost pressures on

local manufacturers” Il

Challenges ahead but
Vietnam economy on
fast track

Prime Minister Pham Minh Chinh
reaffirmed  that the Vietnam’s
economy would exceed expectations
this year with an increase in GDP of
8 percent, in a speech at the National
Assembly last month. This is a bold
claim given Vietnam’s GDP suffered
significantly due to pandemic
induced lockdowns just last year.
However, it’s no surprise with Vietnam
one of the few countries to record
positive economic growth during the
pandemic, growing by 2.6 percent in
2021. So, what is keeping Vietnam’s
economy humming along and its
growth numbers positive? There
are three key factors: infrastructure
investment, its trade environment,
and competitive wages.

Vietnam is investing in infrastructure

Vietnam spends around 6 percent
of its GDP on infrastructure. This

is among the highest in the ASEAN
region. Among that spending are
some big ticket items: the ambitious
1,800 km HCMC-Hanoi highway;
the Long Thanh International
Airport,  which  will  eventually
replace HCMC’s overly congested
Tan Son Nhat; metro projects in
Hanoi and HCMC, as well as
thermal and waste to energy power
plants. But despite these positive
signs, Vietnam'’s infrastructure falls
short. Many factories, for example,
remain labor dependent rather
than using technology to automate
processes. However, the government
is committed to changing this and
has announced incentives for hi-tech
industries. It has also banned the
sale of used machinery more than 10
years old.

Vietnam is an active participant
in global trade

Over the past few years, Vietnam
has been active in signing bilateral
trade agreements with countries
around the world. Its membership
in the Association of Southeast
Asian Nations also makes it a party
to several FTAs that the regional
bloc has signed. The standard of
product quality, manufacturing, and
employee rights guaranteed in these
agreements will allow Vietnam to
become a manufacturing hub and
expand its export base. The EU-
Vietnam free trade agreement, for
example, has boosted Vietnam’s
exports despite the pandemic.

In 2021, the UK-Vietham free
trade agreement helped boost
trade between Vietnam and the
UK reaching close to $6.6 billion.
Similar increases were also noted
with  the  Comprehensive and
Progressive Agreement for Trans-
Pacific Partnership with exports to
Canada and Mexico.

Vietnam’s  business  environment
is open, and the government has
provided investor friendly policies
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aimed at attracting investment and
socio-economic development. These
are important pull factors for investors
looking to invest in Vietnam. This has
been made easier through Vietnam'’s
increasing number of FTAs [l

Wages in Vietnam remain
competitive

One of Vietnam’s biggest advantages
is its competitive wages. China is
known to dominate the manufacturing
industry but with wages rising, many
businesses have already moved
operations to maintain margins
in low-cost manufacturing. While
Vietnam still needs to develop a
skilled labor force, it has a young,
dynamic workforce that is ready to
fill the gap.

Its young labor force also comes at
a relatively lower cost. More than
40 percent of Vietnamese university
graduates major in science and
engineering and Vietnam is among
the top 10 countries with the most
engineering graduates. As Vietnam
sees its economy grow, its wages will
rise.

It will thus have to maintain a balance
between inflation, wage levels, and
productivity to avoid disrupting the
overall labor market. Low labor costs
ultimately are not sustainable in the
long-term and the focus will have to
be on developing Vietnam'’s service
industry, high-tech industries, and
domestic consumption.

Fuel price increases and inflation
are a challenge

Nevertheless, there are also signs that
there will be bigger challenges. Just
recently fuel shortages were reported
in HCMC and the surrounding
southern provinces. This eventually
spread to the capital Hanoi. The
situation only improved when the
government raised petrol prices but,
while the situation is better, it still
hasn’t fully recovered.
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In addition, Vietnam’s economy is
facing headwinds due to slowing

demand, rising inflation, and
geopolitical  circumstances.  S&P
Global’s  Purchasing  Managers’

Index for Vietnam, which measures
manufacturing activity, fell to 50.6
in October from 52.5 in September,
the lowest since October 2021.
A reading of 50 or more indicates
manufacturing expansion.

However, while the Viethamese dong
has lost 9.1 percent of its value against
the US dollar since the beginning of
the year, its depreciation has been
lower compared to other countries.
Furthermore, the central bank is
expected to raise interest rates to
address inflation [l

Malaysia records 14.2pc
growth in Q3

The Malaysian economy continued
to strengthen, recording a 14.2
percent growth in the third quarter
of this year, up from 8.9 percent in
the previous quarter, Bank Negara
Malaysia announced. On a quarter-
on-quarter seasonally-adjusted basis,
the economy grew by 1.9 percent
compared with 3.5 percent in the
previous quarter.

The growth was led by continued
expansion in domestic demand,

firm recovery in the labor market,

robust electrical and electronics and
non-E&E exports as well as ongoing
policy support. The growth rate was
partly lifted by base effect, due to the
strict containment measures in Q3
last year.

However, gross domestic product
growth on an annualized basis has
tapered off to 1.9 percent from 3.5
percent in the previous quarter. The
Q3 economic report, presented by
BNM governor Nor Shamsiah Mohd
Yunus to the media this morning,
showed that expansion was recorded
in economic activity across all
sectors. Leading the charge was the
services sector, which saw a 16.7
percent expansion, up from 12
percent in the previous quarter.

The growth was attributed to higher
consumer-related  activities amid
a recovery in tourism, better labor
market conditions and  policy
support. The construction sector
saw the most significant expansion,
from 2.4 percent in Q2 to 15.3
percent in Q3 thanks to continued
progress in commercial real estate,
mixed development and small-scale
projects.

Higher oil and gas output was
the main driving force behind the
substantial recovery in the mining
sector, which saw a 9.2 percent
growth in Q3 from a 0.5 percent
contraction in the second quarter. A
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strong demand for E&E products and
a significant increase in production
in the transport equipment sub-sector
led to a 13.2 percent growth in the
manufacturing sector in Q3, up
from 9.2 percent in Q2. Higher oil
palm output led by receding labor
shortages and improved yields saw to
the recovery in the agriculture sector.

[t turned around a 2.4 percent
contraction in Q2 to record a growth
of 1.2 percent in Q3. In the areas
of domestic and external demand,
BNM noted that private consumption
growth eased to 15.1 percent in Q3
from 18.3 percent in Q2.

The growth was led by continued
household spending on necessities
and discretionary items. Public
consumption rose 4.5 percent in Q3
compared with 2.6 percent in Q2
thanks to higher supplies and services
spending.

Investments also recorded high
growth. Private investment growth
rose from 6.3 percent in Q2 to 13.2
percent in Q3. The improvement was
in structures and M&E investments.
Public investment expanded 13.1
percent in Q3, compared with
3.2 percent in Q2 mostly because
of higher capital spending by
government and public corporations.

Malaysia also recorded a recovery in
netexports in Q3. Itgrew 18.7 percent
in the third quarter from a 28.7
percent contraction in the previous
three months. This was attributed to
higher travel and transport receipts.
BNM said headline inflation is likely
to have peaked for the year at 4.5
percent during the quarter, up from
2.8 percent in Q2, but core inflation
rose to 3.7 percent from 2.5 percent
in the previous quarter.

The central bank said the movement
of the ringgit against the US dollar is
also in line with major and regional
currencies. It said the depreciation is
the result of the strong US dollar, and
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not because Malaysia is facing an
economic crisis.

The ringgit opened at 4.6360/4.6405
against the US dollar, up from
4.6950/4.6990. BNM said the
country’s economic outlook is still
subjecttorisks related to weaker-than-
expected global growth, heightened
geopolitical tensions, escalation in
supply chain disruptions and global
financial market volatility Il

Thai economy sees
growth boosted by
tourism revival

Thailand’s economy enjoyed healthy
expansion in the third quarter,
officials said on November 21,
2022 with the return of international
tourists helping to offset persistently
high inflation. Southeast Asia’s
second-largest economy was battered
by the pandemic, but the kingdom’s
reopening earlier this year saw the
service sector record an 87 percent
year-on-year increase, official data
showed.

Thailand’s ~ National ~ Economic
and Social Development Council
(NESDC) recorded a 4.5 percent
year-on-year rise in gross domestic
product in July-September, projecting
this year’s overall growth at 3.2
percent while forecasting 3.0/4.0
percent for 2023.

“The service sector continues to grow
due to tourism re-opening earlier in
the year,” said Danucha Pichayanan,
NESDC secretary-general, adding
private consumption increased nine
percent. Thailand expects to generate
around 570 billion baht ($15.8
billion) in tourism revenue this year,
officials said, after welcoming some
10.2 million visitors since reopening
still down from the roughly 40 million
pre-pandemic.

But Danucha said the signs of
recovery were there, with the
kingdom pinning hopes on China’s
potential relaxation of its strict Covid
travel rules. “We believe that China
is likely to relax travelling restrictions
in the second half of next year,” he
said. Chinese visitors had made up
a huge part of the kingdom’s tourism
economy and accounted for some 28
percent of all arrivals, according to
Bloomberg.

Officials said they anticipated roughly
23 million tourists in 2023, predicting
1.2 trillion baht in generated revenue.
However, the country like many
others is still facing stubbornly high
inflation, sitting just below six percent
but off 14-year highs touched recently.
“Inflation, the hike in interest rates
and conflicts which have affected
the energy prices remain factors that
are impacting several countries,”
Danucha noted Il
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Saudi  Arabia’s non-oil exports,
including  re-exports,  increased
by 13.1 percent, rising to SR78.4
billion from SR69.4 billion during
the same period last year, the latest
figures released by the General
Authority for Statistics on November
24, 2022 showed. Non-oil exports
decreased compared to Q2 this
year by SR8.4 billion or 9.6 percent.
Saudi Arabia’s overall merchandise
exports increased by 30.9 percent
in  September 2022, compared
to September 2021. The value
of exports amounted to SR124.7
billion in September 2022, up from
SR95.2 billion in September 2021.
This increase came mainly from oil
exports, which rose by SR30.3 billion
or 43.4 percent in the same period.

Non-oil exports (excluding re-exports)
increased by 9.7 percent, compared
to September 2021, jumping to
SR21.6 billion from SR19.7 billion
in September 2021. Non-oil exports
(including  re-exports) decreased
compared to August 2022 by SR2.4
billion or 8.8 percent, while declining
by 0.8 billion (-3.7 percent) if re-
exports are excluded. Merchandise
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imports increased by 26.9 percent (SR
12.7 billion) in September 2022. The
value of imports amounted to SR60.0
billion in September 2022 compared
to SR47.3 billion in September 2021.
Imports also decreased compared to
August 2022 by SR3.5 billion or 5.4
percent.

According to the International
Trade report for the Third Quarter
(Q3) 2022, the overall merchandise
exports increased by 46.1 percent
in Q3 2022 compared to Q3 2021.
The value of exports amounted to
SR399.7 billion in Q3 2022, up
from SR273.6 billion in Q3 2021.

This increase originated mainly from
oil exports, which rose by SR117.1
billion or 57.3 percent in the same
period. The share of oil exports in
total exports increased from 74.6
percent in Q3 2021 to 80.4 percent
in Q3 2022. Compared to Q2 2022,
total merchandise exports decreased
by SR30.8 billion or 7.1 percent.
Merchandise  imports  increased
by 25.1 percent (SR36.4 billion)
in Q3 2022. The value of imports
amounted to SR181.1 billion in Q3
2022 compared to SR144.8 billion
in Q3 2021. Imports also increased
compared to Q2 2022 by SR8.3
billion or 4.8 percent Il

Qatar economic slowdown expected post World Cup

Qatar is expected to witness an
economic  downturn  after the
financially overbearing 2022 FIFA
World Cup, according to a new report
by S&P Global Ratings. “Oversupply
in the hospitality and real estate
sectors could somewhat moderate
their performance, although we
don’t expect this to materially affect
banking sector asset quality,” analysts
wrote in the report. As more than a
million tourists arrive, Qatar will
experience “a potential near-term
economic gains” and the logistical
difficulties of holding such an event
will be brought to light. This will

26

benefit neighboring Gulf nations,
according to S&P.

“We expect Dubai to be the main
beneficiary outside of Qatar, given
its geographical proximity and its
already  well-established  tourism
offering, airline connections, and
multiple-entry  tourist  visas  for
World Cup ticket holders,” it said,
according to reports. Multiple entry
ways are set to appear for the United
Arab Emirates’ economic benefits,
whether through daily flights or
accommodation during the World
Cup 2022. The World Cup in the
Middle East is seen as means of

further generating regional tourism
as approximately 1.5 million fans are
expected to visit the host country. A
million World Cup supporters are also
expected to visit Dubai, according
to the Dubai Sports Council. Due to
the tournament, fans will flood the
UAE, particularly Dubai, causing
an unparalleled boom in tourism,
especially since the country is less
than two hours away by a plane ride.

Qatar Airways along with other Gulf
airlines agreed in May to launch
match day shuttle flights between
Doha and several regional cities.
This came following the signing of a
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new memorandum of understanding
between carriers of the Gulf
Cooperation Council. This means
football fans within the region will
not have to stay in Qatar to attend
football matches as daily flights will
allow for easy on-the-day transport.
There will also be a no check-in
baggage policy to ease journeys.
FlyDubai will operate 30 daily return
flights between Dubai and Doha.
As for accommodation during the
tournament, property owners in
Dubai are reportedly shifting to short-
term rentals rather than the usual
annual leases in preparation for fans
flocking to the region for the World
Cup. This year’s increase will range
between 15 percent-to-25 percent by
December, in comparison to current
rates, market sources said. Residential
rents in Dubai have already witnessed
an increase of more than 20 percent
throughout the fiscal year ending in
July.

World Cup prosperity

Despite the latest reports, analysts
believe the World Cup 2022 is
expected to have a major economic
impact on the Gulf country, enabling
the tourism sector to flourish as Doha
doubles in size. Qatar was recently
ranked as the richest Arab country
and the fourth wealthiest worldwide,
as per findings by the Global
Finance. “The per capita GDP of a
Qatari citizen was over $143,222
in 2014, it was ‘just’ $97,846 a year
later, and to this day it remains barely
above that level,” read the report.
The Gulf state was followed by the
UAE, Bahrain, Saudi Arabia, Kuwait,
and Oman. Qatar’s ranking comes
as its economy continues its post-
pandemic recovery, described as
“the fastest growing economy” by the
World Bank.

The country’s real Gross Domestic
Product is expected to increase
by 4.9 percent this year, followed
by a 4.5 percent growth in 2023
and 4.4 percent rise in the vyear
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2024. “still, the country’s oil, gas
and petrochemical reserves are so
large, and its population so small
just 2.8 million that this marvel of
ultramodern  architecture,  luxury
shopping malls and fine cuisine has
managed to top the list of the world’s
richest nations for 20 years,” said
the Global Finance. That report said
Qatar’s economic growth will also
be the fastest in comparison to other
GCC states throughout the years
2023 and 2024 [l

UAE economy to grow
more than 6pc in 2022:
IMF

The UAE economy is set to grow
by more than 6 per cent this year,
after expanding by 3.8 per cent in
2021, buttressed by a rebound in
tourism, construction and activity
related to the Expo 2020 Dubai, the
International Monetary Fund has said.
An expansion of 6 per cent would
be the highest since 2011, when the
economy grew by 6.9 per cent. The
UAE economy expanded by 8.4 per
cent in the first quarter of this year,
exceeding initial estimates, as a result
of higher oil prices and successful
Covid-19  mitigation ~ measures.

“Economic growth has been robust
this year,” said Ali Al-Eyd, who led the
IMF team that met UAE authorities
from November 2 to November 17.
“Fiscal and external surpluses have

increased further, benefitting from
the higher oil prices, as well as the
removal of the temporary Covid crisis-
related fiscal support to businesses
and households as the pandemic has
gradually waned.

“Increased global uncertainty led to
larger financial inflows, contributing
to rapid real estate price growth in
some segments.” While oil prices
have declined from well above $100
abarrel and were at a near two-month
low, due to a slowing global economy
and a potential drop in demand from
China, Brent, the benchmark for two
thirds of the world’s crude, is still up
13 per cent year to date.

The UAE’s foreign trade for the first
six months of this year exceeded Dh1
trillion ($272 billion), compared with
Dh840 billion for the same period
before the pandemic. The tourism
sector’s revenue topped Dh19 billion
during the first half of this year and
total hotel guests in the same period
reached 12 million.

Growth in the number of hotel guests
climbed 42 per cent, compared with
the same period before the pandemic.
“Looking ahead, the UAE economic
outlook remains positive, supported
by domestic activity,” Al-Eyd said.
The fund expects the country’s non-
oil economy to grow by about 4 per
cent in 2023 and to accelerate on
continuing reforms.
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Business activity in the UAE’s non-oil
private sector economy continued to
improve in October as new business
and output climbed along with a rise
in demand and employment.

The seasonally adjusted S&P Global
purchasing managers’ index climbed
to 56.6 in October, up from 56.1 in
September, well above the neutral
50 mark separating expansion from
contraction. Inflationary pressures,
which are relatively low in the UAE
compared with the rest of the world,
are expected to moderate gradually,
Al-Eyd said. Inflation in the Emirates
is projected to reach 5.6 per cent in
2022, according to the UAE Central
Bank. Further development of
domestic capital markets, including
through the issuance of local currency
debt by the federal government will
also support growth, Al-Eyd said.

Despite global economic uncertainty
and headwinds, higher oil prices
and healthy fiscal buffers will help
the UAE to mitigate risks, he said.
“Banks have adequate capital overall
and abundant liquidity, and asset
quality has improved modestly from
pandemic-era peaks,” Al-Eyd said il

Qatar’s trade surplus
at QR36.3b in Sept

Qatar’s foreign merchandise trade
balance, which represents the
difference between total exports and
imports, showed a surplus of QR36.3b
in September 2022, an increase
of about QR17.2b or 89.9 percent
compared to September 2021, and
increase by nearly QRO.1b 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
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QR47.6b, 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 QR11.3b, showing an
increase of 28.6 percent compared
to September 2021 and increase of
7 percent compared to August 2022.
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 QR35.4b (approximately)
in September 2022, i.e. an increase
of 104.2 percent, Petroleum oils
& oils from bituminous minerals
(crude) reaching QR4.8b nearly,
increase by 34.3 percent, and
increase in the Petroleum oils & oils
from bituminous minerals (not crude)
reaching QR3.1b 13.8 percent.

In September 2022, China was at the
top of the countries of destination
of Qatar’s exports with close to QR
7bn, a share of 14.6 percent of total
exports, followed by South Korea
with almost QR5.7b and a share of 12
percent, India with about QR5.1bn, 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 QR0.8bn, showing
an increase of 2.4 percent. In second
place was “Motor Cars & Other
Motor Vehicles for The Transport of
Persons” with QRO.4b, showing an
increase of 34.1 percent and in third
place was “Parts of Balloons Etc;
Parts Of Aircraft, Spacecraft etc” with
QRO.3b, increase of 61.0 percent.

In September 2022, China was the
leading country of origin of Qatar’s
imports with about QR1.64b, a
share of 14.5 percent of the imports,
followed by United State of America
with QR1.63b almost, a share of 14.4
percent, and Turkey with QR0.9b, a
share of 8.1 percent il

Bahrain EDB attracts
$291m in tourism sector
in Jan-Sept

Bahrain  Economic Development
Board attracted $291 million in direct
investment in the tourism sector
in the first nine months of the year.
Tourism investments came through
eight companies expanding or
entering Bahrain for the first time and
are expected to generate more 1,090
jobs over the next three years, Bahrain
EDB the public agency responsible for
attracting investment to the country
said on November 21, 2022. “We are
pleased to witness this momentum in
the tourism sector post Covid-19,”
Munther Al Mudawi, executive
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director of business development for
tourism at Bahrain EDB, said. “All
the indicators showing that we are
in the right direction to recover, and
with our four-year tourism strategy
under the economic recovery plan,
we are hoping to attract even more
investments and welcome 14 million
tourists by 2026,” Al Mudawi said.

Bahrain EDB attracted $921 million in
direct investment from 66 companies
during the first nine months of the
year. The investments are expected
to generate more than 4,700 jobs
over the next three years in various
sectors, including financial services,
information and communications
technology, logistics, manufacturing
and tourism. To boost the agile
ecosystem and accessibility to key
decision makers, Bahrain has adopted
a “Team Bahrain”?approach that
brings businesses of all sizes together
with decision makers to understand
and respond quickly to their needs.
The country’s economy grew 6.9
per cent in the second quarter to
record the highest rate of growth in
the past 11 years, driven by a strong
performance in the country’s non-oil
sectors targeted under its economic
reform plan.

As part of its economic recovery
plan, Bahrain announced a four-
year strategy for the tourism sector
that aims to attract 14.1 million
tourists by 2026. The strategy has
four main objectives to increase the
contribution of the tourism sector
to gross domestic product to reach
11.4 per cent in 2026, highlight
Bahrain’s position as a global tourist
hub, increase the number of targeted
countries to attract more tourists and
diversify tourism products.

Bahrain  registered 6.9 million
visitors by the end of September. The
hospitality and hotel sector recorded
around 5.9 million tourist nights, and
the total tourism revenue amounted
to around $1.7 billion during the first
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half this year, according to official
figures. Bahrain also posted a surplus
of $88m in the first half of the year
while recording a 52 per cent annual
jump in revenue, the Gulf nation’s
Ministry of Finance and National
Economy said in August.

The country’s revenue in the January—
June period stood at almost $4.5

billion A

Oman records $2.9b
budget surplus in 3
quarters

Oman recorded a budget surplus of
more than 1.12 billion rials ($2.91bn)
in the first nine months of this year,
compared with a deficit of more than
1b rials in the same period of last
year. The Gulf country’s total public
revenue in the January-September
period jumped 43.4 per cent to nearly
10.6b rials, up from 7.4b rials last
year. Total public spending until the
end of September this year increased
by 12.5 per cent to reach about
9.4b rials. Last year the total was
nearly 8.4b rials. The development
expenditure was 657 million rials,
representing 60 per cent of total
development spending allocation of
1.1b rials for 2022.

Oman is poised to post its first yearly
fiscal surplus in a decade this year,
said a Fitch Solutions report released
in August. The sultanate’s 12-month

fiscal surplus is expected to amount to
6.5 per cent of its total gross domestic
product, Fitch says. Revenue will
rise further in the second half of the
year because of high energy prices,
it said. By the end of September this
year, hydrocarbon revenue increased
to more than 8.1b rials, up by 51.9
per cent compared with 5.3b rials
last year. “Such increase is supported
by higher average oil price of $94
per barrel, as well as an increase in
crude oil production to 1.05 million
barrels per day from 957,000 barrels
a year ago,” the Omani government
said. Net oil revenue in the first nine
months of this year was up 37 per
cent to over 5.3b rials.

The Brent crude oil spot price is
projected to average $93 per barrel
in the fourth quarter of this year and
$95 per barrel next year, says the US
Energy Information Administration’s
latest report. Global economic
activity is experiencing a slowdown,
with inflation the highest for several
decades, said the International
Monetary Fund’s world economic
outlook report. It predicts global
growth to slow from 6 per cent last
year to 3.2 per cent in 2022 and
2.7 per cent in 2023. The IMF also
forecasts global inflation to rise from
4.7 per cent in 2021 to 8.8 per cent
in 2022, but to decline to 6.5 per
cent and 4.1 per cent in 2023 and
2024, respectively Il
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Global growth to slow amid ° per'S|stent high mflatlon OECD

World growth is set to slide from 3.1
per cent this year to 2.2 per cent next
year due to high inflation, before
rebounding slightly to 2.7 per cent in
2024, the OECD said on November
22, 2022. Amid the effects of
Russia’s war in Ukraine, “growth
has lost momentum, high inflation
is proving persistent, confidence has
weakened, and uncertainty is high,”
the Organization for Economic Co-
operation and Development said in
its latest forecasts.

OECD chief economist Alvaro Santos
Pereira said the global economy was
“reeling from the largest energy crisis
since the 1970s”. The energy shock
has pushed inflation up “to levels not
seen for many decades” and is hitting
economic growth around the world,
he added. Inflation had already been
on the rise before the conflict due
to bottlenecks in the global supply
chain after countries emerged from
Covid lockdowns.

But the Paris-based OECD said
that inflation was set to reach eight
percent in the fourth quarter of
this year in the Group of 20 top
economies, falling to 5.5 per cent
in 2023 and 2024. “Our central

scenario is not a global recession
but a significant growth slowdown
for the world economy in 2023, as
well as still high, albeit declining,

inflation in many countries,” Santos

Pereira said.

Fighting inflation is a “top policy
priority”, the OECD said, as soaring
prices erode people’s purchasing
power worldwide. It recommended
tightening  monetary policy in
countries where price rises remained
high and targeting support measures
for families and firms to avoid
exacerbating inflationary pressures,
with energy costs “likely to remain
high and volatile for some time”.

And the 38-member OECD called
for an acceleration in investment
in adopting and developing clean
energy sources and technology to
help diversify supply. Gas and oil
deliveries from major producer
Russia have been severely disrupted
following its invasion of Ukraine.
Western allies sanctioned its energy
exports and saw supplies slashed in
the stand-off over the conflict.

The upheaval has sent energy costs
spiralling and fuelled decades-high
inflation in major economies, leading
central banks to hike interest rates in
a bid to tame runaway prices Il

US manufacturing at slowest pace since May 2020

United States manufacturing activity
grew at its slowest pace in nearly
two and a half years in October as
the Federal Reserve’s aggressive
push to raise interest rates to quash
inflation cools demand for goods.
The Institute for Supply Management
said on November 01, 2022 that
its Purchasing Managers Index fell
to 50.2 last month from 50.9 in
September, both the lowest readings
since May 2020.

A reading above 50 signals expansion
in manufacturing, which accounts
for 11.9 percent of the US economy.
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Economists polled by Reuters had
forecast the index declining to 50.
The Fed is expected to raise rates by
75 basis points for a fourth straight
time the fastest pace of tightening in
40 years. Since March, the US central
bank has lifted its benchmark policy
rate from near zero to a current
range of 3 percent to 3.25 percent
as it grapples with stubbornly high

inflation.

While overall manufacturing activity
fell, the institute’s forward-looking
new orders subindex rose to 49.2
last month from 47.1 in September,

indicating some resiliency among US
consumers even as the Fed’s actions
begin to bite into their pocketbooks.

That tallies with government data
released that showed spending
on goods in September increased
slightly after two straight monthly
decreases while outlays on services
rose solidly. Some of the slowdown in
manufacturing has reflected that shift
in spending from goods to services.

In a further sign that supply chain
snarls that have beset manufacturing
are healing, the institute’s measure
of supplier deliveries fell to 46.8
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from 52.4 in September. A reading
above 50 indicates slower deliveries
to factories. With supply chains
functioning more normally, inflation
pressures at the factory gate
continued to recede.

A measure of prices paid by
manufacturers dropped to 46.6, the
lowest reading since May 2020,
from 51.7 in September. The price
index has fallen nearly 50 percent
since March, driven by retreating
commodity prices. That's welcome
news for the US central bank, which
has yet to see much improvement
across other inflation gauges. US
producer prices increased more
than expected in September, and
consumer inflation continues to

bubble.

The institute’s measure of factory
employment also ticked up to 50
last month after dropping to 48.7
in September. The index has been
a poor predictor of manufacturing
payrolls in the government’s closely
watched employment report, next
out this on November 04, 2022 Il

US goods trade deficit
widens sharply in Oct

The US trade deficit in goods
widened sharply in October as
exports declined amid slowing

global demand and a strong dollar.
The goods trade deficit surged 7.7
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percent to $99.0 billion last month,
the Commerce Department said
on November 30, 2022. Exports of
goods dropped 2.6 percentto $173.7
billion.

There were decreases in exports of
industrial materials and supplies,
which include crude oil. Exports
of consumer goods tumbled, but
shipments of food and motor
vehicles and parts increased. The
Federal Reserve’s aggressive interest
rate hikes to quell inflation have
boosted the dollar, making US-made.
goods expensive on the international
market.

Goods imports rose 0.9 percent
to $272.7 billion. A smaller trade
deficit was one of the main drivers
of economic growth in the third
quarter. October’s sharp widening
in the deficit suggested trade could
be a drag on GDP this quarter. The
Commerce Department also reported
that wholesale inventories increased
0.8 percent in October after rising
0.6 percent in September. Retail
inventories fell 0.2 percent after
dipping 0.1 percent in September.
Motor vehicle stocks increased 0.4
percent.

Excluding motor vehicles, retail
inventories slipped 0.4 percent after
dropping 0.9 percent in September.
This component goes into the
calculation of GDP. Inventories
subtracted from GDP growth in the
third quarter.

Europe may face gas
shortage next year: IEA

Europe must act immediately to
prevent a shortage of natural gas
next year as Russia slashes deliveries
in the wake of the Ukraine war, the
International Energy Agency warned
on November 04, 2022.

The IEA said the shortfall would occur
if Russia stops pipelines deliveries
completely and China steps up its
imports of liquefied natural gas,
which Europe has relied upon to
replace Russian supplies. The region
could lack 30 billion cubic metres
that it needs “to fuel its economy and
sufficiently refill storage sites during
the summer of 2023, jeopardising its
preparations for the winter of 2023—
24, the Paris-based agency said in a
report.

IEA Executive Director Fatih Birol
said he would hold talks with several
European governments at the end of
the week. “We believe Europe needs
to take immediate action to avoid
risks of natural gas shortage next
year,” Birol said.

“We're ringing alarm bells for the
European governments and for the
European Commission for next
year,” he said. Russia has drastically
cut supplies to Europe in suspected
retaliation against Western sanctions
over its invasion of Ukraine, but the
region was able to fill storage sites
for this upcoming winter. The IEA
said Moscow delivered 60 billion
cubic metres of gas to Europe this
year but that it was “highly unlikely”
that Russia would provide the same
amount in 2023 and could cease
deliveries entirely.

And while Chinese LNG imports
were lower in the first 10 months
of this year, the world’s second
biggest economy could grab 85
percent of the expected increase in
global LNG supplies if its purchases
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recover next year. European Union
governments have urged business
and households to conserve energy
this winter in efforts to lower demand
and scrambled to find alternative
suppliers.

Norway has overtaken Russia as
Europe’s main natural gas supplier.
The region has also shipping LNG
from other countries at a rate that
has caused bottlenecks at ports.
Gas prices, meanwhile, have fallen
sharply. But Birol said Europe’s gas
storage sites may only be 65 percent
full in 2023, compared to 95 percent
this year.

“With the recent mild weather and
lower gas prices, there is a danger
of complacency creeping into the
conversation around Europe’s gas
supplies, but we are by no means
out of the woods yet,” Birol said in
a separate statement. Birol warned
that Europe will face “an even sterner
challenge” next winter.

“This is why governments need to be
taking immediate action to speed up
improvements in energy efficiency
and accelerate the deployment of
renewables and heat pumps — and
other steps to structurally reduce gas
demand,” he said [l

Bank of England set for
biggest rate hike in 33
years

The Bank of England is widely
expected to hike its key interest rate
on November 28, 2022 by the biggest
amount since 1989 as it bids to cool
sky-high British inflation. Following a
regular meeting, the BoE is seen lifting
borrowing costs by 0.75 percentage
points to three percent, according
to market consensus, which would
be the highest level since the 2008
global financial crisis.

Some  analysts, however, are
predicting a rise of one percentage
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point, also a 33-year high.

The move would mirror aggressive
rate-tightening by central banks
worldwide as economies battle
the highest prices in decades. The
US Federal Reserve on November
03, 2022 announced a fourth
consecutive hike of 0.75 percentage
points, taking its benchmark lending
rate to 3.75-4.0 percent.

While calling further interest rate
increases “appropriate” to tamp
down inflation, the Fed also opened
the door to smaller hikes. The BoE
decision at 1200 GMT is set to add
to a cost-of-living crisis for millions
of Britons as hikes by central banks
see retail lenders push up the rate
of interest on their own loans.
Repayments on UK mortgages
have surged in recent weeks also
after the debt-fuelled budget of
previous British prime minister Liz
Truss spooked markets, forcing her
to resign and triggering emergency
buying of UK government bonds by
the BoE.

Her successor Rishi Sunak has
attempted to bring calm to markets by
hinting at tax rises in a fresh budget
on November 17, even if such a move
further harms Britain’s economy. “I
think everyone knows we do face a
challenging economic outlook and
difficult decisions will need to be
made,” Sunak, a former UK finance
minister, told the parliament. British

inflation stands above 10
percent, the highest level in 40 years,
on soaring food prices and energy
bills.

annual

Inflation update

Alongside its rate call, the BoE will
give its latest inflation and growth
forecasts, with analysts indicating
that the UK economy may already be
in recession.

“The BoE is expected to hike its
interest rate by no more than 75
basis points, on conviction that the
Sunak government would opt for
some fiscal austerity, and nothing
too crazy to wreak havoc, again,”
forecast Swissquote analyst Ipek
Ozkardeskaya.

As the Covid-19 pandemic began
in early 2020, the BoE slashed its
key interest rate to a record-low 0.1
percent and also pumped massive
sums of new cash into the economy.
The Bank of England started raising
rates last December and another hike
would be the eighth increase in a row.

Ruth Gregory, senior UK economist
at Capital Economics, predicts that
the BoE will raise its interest rate
by one percentage point and by
the same amount in December. “If
we are right that domestic inflation
will be sticky, it may mean that the
Bank of England ultimately has to act
more aggressively further ahead,” she
added I




International

Germany plans higher
borrowing to combat
energy crisis

Germany will have to take on more
debt than expected in 2023 to
combat an energy crisis that has left
Europe’s biggest economy facing
“great  economic  uncertainty”,
Finance Minister Christian Lindner
said November 23, 2022. The
government now expects new net
borrowing next year to climb to 45.6
billion euros ($47 billion), more than
double the 17.2 billion euros initially
estimated.

“We are in a time of great economic
uncertainty,” Lindner said.

Industrial  powerhouse  Germany,
which was heavily reliant on Russian
gas imports before Moscow’s invasion
of Ukraine, has been hit hard by
soaring energy prices and a cut in
Russian deliveries. The government
expects the German economy to tip
into recession next year and shrink
by 0.4 percent.

nevertheless stressed that
Germany would return to the
constitutionally  enshrined  “debt
brake” in 2023, which limits annual
new borrowing to 0.35 percent
of gross domestic product. The
government had lifted the debt

Lindner

brake at the start of the coronavirus
pandemic in 2020 to cushion the
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blow from shutdowns. But reinstating
the debt brake has been a priority for
Lindner, a fiscal hawk from the pro-
business FDP party who came into
office last December.

To help steer Germany through the
fallout from Russia’s war without
upsetting  Lindner’s commitment
to the debt brake, the government
has announced “special funds”
considered separate from the regular
federal budget. One of them is
100-billion euro fund to modernize
the German military, the other is a
200-billion euro support package
to help shield households and
businesses from higher energy costs.

Both will be financed by taking
on new debt. Critics including
opposition parties have decried the
separate funds as a fiscal sleight of
hand. But Lindner defended his 2023
budget, which will total around 476
billion euros, as “solid” and said
there “was no alternative”.

The  government’s council  of
economic advisors suggested earlier
this month that Germany should
temporarily raise taxes on higher
earners to help finance the new
spending. But Lindner again ruled
out any tax hikes. “That would be
extremely risky from an economic
point of view and would be to the
detriment of jobs and investment,”
he said Il

Russia economy shrinks
1.7pc in Jan-Sept, capital
investment up

The Russian economy shrank 1.7
percent year on year from January to
September, but capital investment,
one of the main economic growth
drivers, rose 5.9 percent in the
same period, data from the Rosstat
federal statistics service showed on
November 30, 2022.

The export-dependent economy has
withstood the impact of sweeping
Western  sanctions  better  than
initially ~expected, although the
government still has to contend
with falling real wages, slumping
retail sales and rising inflation. The
economy ministry expects Russia’s
gross domestic product to fall 2.9
percent this year, a far cry from early
assumptions that the economy could
contract as much as 12 percent
because of the sanctions imposed
in response to what Moscow calls
its “special military operation” in
Ukraine.

Capital investment rose 5.9 percent
year-on-year between January and
September to reach 16.418 trillion
roubles ($271.65 billion), Rosstat
said. Official unemployment
remained at 3.9 percent in October,
just above August’s record low of
3.8 percent, Rosstat data showed on
November 30 but real wages, which
are adjusted for inflation, fell 1.4
percent year on year in September.

Data also showed that retail sales,
the gauge of consumer demand,
declined 9.7 percent in October in
year-on-year terms after a 9.8 percent
fall in the previous month. All that
comes as consumer prices climbed
for the 10th week running, perhaps
giving the central bank pause for
thought. The Bank of Russia is
widely expected to keep its key rate
unchanged at 7.5 percent when its
board meets on Dec. 16 il
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TRADE INFORMATION

November 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

International Production & Processing Expo ITB Berlin

Date: 24 Jan - 26 Jan, 2023 Date: 07 Mar - 09 Mar, 2023

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

Contact Person: Ms. Anne Sculthorpe, CEM, Senior Exhibit Organizer: Messe Berlin GmbH

Manager Contact Person: Ms. Rika Jean-Francois

Tel: +1 678 514 1976 Tel: +49 (0)30 3038 2157

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

E-mail: asculthorpe@ippexpo.org
Website: www.itb.com

Website: www.ippexpo.org

Bioprocessing Summit Europe

Date: 14 - 16 Mar, 2023

Venue: Crowne Plaza Barcelona - Fira Center, Barcelona, Spain
Organizer: Cambridge Healthtech Institute

Contact Person: Christine Benners

Tel: +1 781.247.1820

E-mail: cbenners@healthtech.com

Website: https://www.bioprocessingeurope.com/

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 Cosmoprof Worldwide Bologna

Date: 12 Feb - 14 Feb, 2023 Date: 16 Mar - 20 Mar, 2023
Venuef Olympia London, London, UK Venue: bologna fiera, Bologna, Italy
Organizer: Hyve Group Plc Organizer: Bologna Fiere

Tel +44 203 033 2015 E-mail: INFO@COSMOPROF.IT
E-mail: pure@hyve.group Website: www.cosmoprof.com

Website: www.purelondon.com
Travel Agent Forum - Las Vegas

MAGIC LAS VEGAS Date: 31 Mar - 03 Apr 2023
Date: 13 Feb - 15 Feb, 2023 Venue: Paris Las Vegas, Las Vegas, USA
Venue: Las Vegas Convention Center, Las Vegas, USA Organizer: Travel Show Marketing Group
Organizer: Informa Markets - Boulder, USA E-mail: Eric@travelsmg.com
Tel: +1 (877) 554-4834 Website: www.travelagentforum.com
E-mail: exhibitorsupport@fashionresource.com
Website: www.magicfashionevents.com SouthEast Asian Healthcare & Pharma Show
Date: 19 Apr - 21 Apr, 2023
Gulfood Venue: Kuala Lumpur Convention Centre, Kuala Lumpur,
Date: 20 Feb - 24 Feb, 2023 Malaysia

Organizer: ABC Exhibitions
Tel: (603) 79 54 65 88
E-mail: sales@abcex.com
Website: www.abcex.com

Venue: Dubai World Trade Centre, Dubai, UAE
Organizer: Dubai World Trade Centre
Website: www.gulfood.com

International Conference on Science, Engineering & Technology
Date: 28 Feb - 01 Mar 2023
Venue: Ottawa,Canada

Bio-IT World Conference & Expo
Date: 16 - 18 May 2023
Venue: John B. Hynes Veterans Memorial Convention Center,

Organizer: Global Society for Research and Development Boston, USA

Tel: +.91.-9777755483 .(whatsapp) Organizer: Cambridge Innovation Institute
E-mail: info.gsrd@gmail.com E-mail: chi@healthtech.com

Website: http://gsrd.co/Conference/12164/ICSET/ 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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Top 10 Turnover
Dhaka Stock Exchange

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

LDC GRADUATION

rand Ballracm, Pan Pacific Sanaraao

{ovember 20

by @ Supr

Dhaka Chamber President Rizwan Rahman (left) speaking at a seminar on “LDC Graduation” organized by Economic Relations Division,
Ministry of Finance on November 17. Commerce Minister Tipu Munshi, MP (second from right), Principal Secretary to the Prime Minister Dr.
Ahmad Kaikaus (third from right), Senior Secretary, Ministry of Foreign Affairs Masud Bin Momen (fourth from right) and Secretary, Prime
Minister’s Office Md. Tofazzel Hossain Miah (right) are also seen in the picture
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DCCI President Rizwan Rahman (right) speaking at a seminar titled “Bangladesh 17t Internet Governance Forum 2022” organized by
Bangladesh Internet Governance Forum held on November 10. Minister, Ministry of Posts, Telecommunications and Information Technology
Mustafa Jabbar (fourth from left), former Information Minister Hasanul Haq Innu (third form left) among others are seen in the picture.
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FORMULATING NATHIMAL LR
DV ILOPMENT POLICY POd

EAPENLENCE FROM GLEFRAE (A i BILACTIL

Saasign ) Sagment 01
Farnulathig Loglitkes Pedliy
Learnings from Glokal
Expwtionce

Dhaka Chamber President Rizwan
Rahman  (left)  presenting a
memento to Chairman of Capital
Market Stabilization Fund (CMSF)
and former Principal Secretary Md.
Nojibur Rahman (right) after a
courtesy meeting on November 7.

HTICHE INL
FANGLAIE

Mt RIZWAN RAHMAN,

PRESIDENT, DCCH

DCCI President Rizwan Rahman (third
from right) speaking at a workshop titled
“Formulation Logistics Policy-Learning
from Clobal Experience” organized by
BUILD on November 16. Chairperson of
BUILD Barrister Nihad Kabir (third from
left) moderated the session.

DCCI  President Rizwan Rahman
(third from right) presenting a token
of appreciation to Mark Gallagher
(second from left) from USAID-Fiscal
Accountability — and  Sustainability
Trade on November 1.
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& +88-09-666-888555 (Hot Line)
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DCCI
Centre for Entrepreneurtal Excellence

DCCI Business Institute

B (BRI 5 A WS TEIG

Short Training Courses and Workshops of

DBI for the month of January 2023

Date and Time Venue

Title of Training Courses & Workshops

DBI
Motijheel

6 January 2023
10:00 AM - 5:30 PM

Workshop on ‘Microsoft Excel and PowerPoint

for Beginners to Advance’ 3,000/-

DBI
Motijheel

Training on ‘Strategic Human Resource
Management (SHRM)’

13 January 2023

10:00 AM - 5:30 PM 3,000/-

]:]]
Motijheel

Training on‘Logistics and Transportation
in Supply Chain Management’

13 January 2023

10:00 AM - 5:30 PM 3,000/-

14 January 2023
10:00 AM - 5:30 PM

DBI
Motijheel

Workshop on ‘Essential Skills of Office

Secretary & Personal Secretary’ 3,000/-

Training on‘Safety Management in
Industrial Workplaces’

20 January 2023
10:00 AM - 5:30 PM

DBI

3,000/- Motijheel

Workshop on ‘Mental Wellbeing at the
Workplace’

DBI
Motijheel

20 January 2023

10:00AM -5:30pm [ 3:000/-

DCCI
Gulshan Centre

Training on ‘Effective Office Management
and Filing System’

21 January 2023

10:00 AM - 5:30 PM 4,000/-

27 January 2023
10:00 AM - 5:30 PM

DBI
Motijheel

Training on‘Packaging and Leveling

for Products’ 3,000/-

27 January 2023
10:00 AM - 5:30 PM

DBI
Motijheel

Workshop on ‘Understanding L/C Procedures

and INCOTERMS 2020 for Export & Import’ S

DCCI
Gulshan Centre

28 January 2023
10:00 AM - 5:30 PM

Training on ‘Effective Meeting and Report

Writing Skills’ 4,000/-

Registration Deadline : at least 1 day before starting date

Contact:

DCCI Business Institute (DBI)

Dhaka Chamber Building (11th floor) % Seats are Limited
65-66 Motijheel C/A, Dhaka-1000, Bangladesh % Certificates Awarded
Cell : 01913 745 062, 01766 018 659 % Tailor-made Courses
Phone : +88 02 47122986 (Hunting) Ext. 124 & 281 /Workshops Arranged

E-mail : dbi@dhakachamber.com | Website : www.dcci-dbi.edu.bd




