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Inflation among key challenges: MCCI

Chamber spotlights low remittance, slow vaccination, any new Covid wave among
challenges against economic rebound
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Unrelenting inflation amid price rises is among some headwinds elite chamber MCCI spotlights as
key challenges facing the Bangladesh economy while bouncing back from the pandemic-induced
slump.

Apart from the rising inflation, the business body listed a reduction in remittances, slow rollout of the
corona vaccination and any new wave of the Covid-19 pandemic as the challenges on the economic
front of the nation, which is just certified by the UN as graduated from LDC status.

"Despite recent recovery trend in the economy, there are emerging challenges to be faced due to
recent price rise of essential commodities, decreasing remittances, any new covid wave and slow
vaccine rollout,” reads its latest economic-review report.

The Metropolitan Chamber of Commerce and Industry, Dhaka released Thursday its economic
review prepared for the past quarter (FY22, Q1).

To MCCI, some of the economic indicators appear to be less promising than projected earlier when
the economy had been showing some signs of recovery since its reopening from corona-created
deadlock.

"The fiscal framework continues to be weak in view of poor achievements on some fiscal fronts,
more specifically, both in terms of revenue mobilisation and public expenditure,” it says in the
reappraisal.

Unemployment and investment both remained challenging in view of the premier chamber body.

MCCI suggests that a significant increase in public and private investment is necessary to maintain
competitiveness and generate further growth.

The Dhaka-based chamber noted that Bangladesh, like many other countries of the world, was
struggling with the number of infections and a fear of new covid-19 wave during the quarter under
review.



"Reduction in coronavirus incidence gradually made majority businesses hopeful about the recovery
of the economy," it further noted on the upside of the situation.

The stimulus packages comfort the business groups, from large farms to petty micro-enterprises,
which eventually helped the economy to get a boost again.

"Exports and imports are two important drivers of the economy, and amid the covid-19 pandemic,
both the areas have done well."

The inflow of remittances in the July-September period of FY22 decreased significantly by 19.45 per
cent to US$5.41 billion from US$6.71 billion in the corresponding months of the previous fiscal
year.

MCCI says this decline in remittances is a reflection of the second wave of covid-19 pandemic
situation when many Bangladeshi migrants lost their jobs, some migrants were laid off by their
companies.

"Many others returned home and couldn't go back due to suspended international flights and unmet
vaccination requirements,” the chamber organisation commented.

Lauding robust export receipts, it said such earnings contributed to the economic recovery. The
country's trade deficit widened over threefold in Q1 of FY22 for higher import-payment pressure,
casting its cascading impacts on the economy.

Trade imbalance, that is, difference between the imports and exports with the rest of the world spiked
by $4.46 billion to $6.50 billion during the July-September period.

Current-account deficit deteriorated further in the period under review following higher import
payments and lower inflow of remittances.

But the financial account, another component of the balance of payments (BoP), remained surplus
following higher inflows of medium-and long-term loans as well as aid flows, the MCCI said,
quoting central bank data.

However, overall BoP posted a negative balance of $810 million in the first three months of the
current fiscal year against a positive balance of $3.10 billion in the corresponding quarter of the
previous fiscal year.
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MCCI projects $4.95b export in Dec

It also predicts $7.05b import
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The Metropolitan Chamber of Commerce and Industry (MCCI), Dhaka has projected that some
economic indicators of the country might see an upward trend next month.



The country's export earnings, which are expected to be US$ 4.83 billion for this month (November),
would stand at $4.95 billion in December, according to the MCCI.

Besides, the import value would also increase to $7.04 billion, and it might cross $7.05 billion in
December.

The country's premier trade-body made the projections in its Review of Economic Situation in
Bangladesh for July-September period of 2021 (Q1 of FY 22).

Besides, the volume of inward remittance might stand at or even cross $1.65 billion next month, the
MCCI projected.

The trade organization also projected the rate of point-to-point inflation to be 5.50 per cent at the end
of this month.

The inflation would come down to 5.40 per cent at the end December, it added.

On the other hand, the country's foreign exchange reserve might reach $46.58 billion at the end of
next month, according to the MCCI.
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Price hike of essentials, falling remittance
are emerging challenges: MCCI
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furnaces out in the open, enabling greater production. Working at a stretch from 7:00am to 2:00pm
leads to pay ranging from Tk 800 to Tk 1,000. The photo was taken at Ichladi area of Uzirpur upazila
of Barishal last week. Photo: Titu Das

A recent price rise of essential commodities, decreasing remittances, threat of a new coronavirus
wave, and slow vaccine rollout are among the emerging challenges facing the economy of
Bangladesh, said the Metropolitan Chamber of Commerce and Industry (MCCI) in Dhaka yesterday.

This was highlighted in an MCCI review of the economic situation for the July-September period.



The chamber said Bangladesh, like many other countries, was struggling because of the higher
number of infections and a fear of a new Covid-19 wave during the quarter under review.

However, a reduction in coronavirus infections made a majority of businesses hopeful about the
recovery of the economy, it said.

The economy showed some signs of recovery in the first quarter of the current fiscal year. The
stimulus packages provided comfort to the business groups, from large firms to microenterprises,
which eventually gave a boost to the economy.

Both exports and imports, the two important drivers of the economy, have done well, with the steady
rise in overseas sales facilitating the economic recovery in recent times, according to the review.

Export earnings in the July-September period rose 11.37 per cent year-on-year to $11.02 billion,
helped by a rebound in garment shipment.

Import payments stood at $18.72 billion, which was 47.55 per cent higher than in the same period a
year ago, thanks to the restoration of business and economic activities in the country's major export
destinations due to vaccination drives.

The rate of inflation increased in the quarter, largely due to the global supply chain disruptions and a
hike in commaodity prices in the international markets.

The inflow of remittances went down by 19.45 per cent to $5.41 billion in the quarter.
"This decline in remittances is a reflection of the second wave when many Bangladeshi migrant
workers lost jobs. Besides, many others returned home and couldn't go back due to the suspended

international flights and unmet vaccination requirements," said the MCCI.

The review says the foreign currency reserve is in a satisfactory position, and the exchange rate has
remained stable.

On the other side, some of the economic indicators appear to be less promising than projected earlier,
said the MCCI.

"The fiscal framework continues to be weak in view of poor achievements, more specifically, both in
terms of revenue mobilisation and public expenditure."

The unemployment situation and low investment are also challenges.

"A significant increase in public and private investment is necessary to maintain competitiveness and
generate further growth," the chamber added.
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COVID RECOVERY

Commodity price hike, remittance inflow fall pose
challenges: MCCI
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A hike in the prices of essential commaodities, a fall in remittance inflow and a slow vaccine rollout
have posed challenges to the country’s recovery from the Covid economic crisis, according to a
quarterly economic review of the Metropolitan Chamber of Commerce and Industry, Dhaka.

Like many other countries of the world, Bangladesh is also struggling with the number of infections
of the new COVID wave during the first quarter of the ongoing fiscal year (2021-22) while the
majority of businesses have gradually become hopeful about the economic recovery.

According to the quarterly review on the economic situation of the country, the point-to-point
inflation over the period rose to 5.59 per cent in September 2021 from 5.54 per cent in September
2020.

The inflow of remittance in July-September of the ongoing fiscal year decreased by 19.45 per cent to
$5.41 billion from $6.71 billion in the corresponding period of the previous fiscal year.

Both food and non-food inflation rates increased in the period while year-on-year, food inflation was
higher at 6.50 per cent and non-food price inflation was lower at 5.12 per cent, according to the
quarterly review.

However, the industrial sectors registered a growth of 6.12 per cent in FY21, which was 3.25 per
cent in FY20. Besides, the share of the industry sector in GDP increased slightly by 0.21 percentage
points to 34.99 per cent in FY21 from 34.78 per cent in FY20.

The manufacturing sub-sector registered a growth of 5.77 per cent in FY21 compared with the
previous fiscal year’s 1.80 per cent. Within manufacturing, the large- and medium-scale industries
sub-sector performed comparatively better than in the previous fiscal, growing at 6.56 per cent in
FY21, compared with 1.39 per cent in FY20.

The small-scale manufacturing industries grew at a very lower rate at 1.73 per cent in FY21 against
3.96 per cent in FY20.

The service sector, however, recorded a higher growth of 5.61 per cent in FY21, compared with 4.16
per cent in the previous fiscal year. Also the share of the services sector in GDP increased to 51.53
per cent in FY21 from 51.48 per cent in FY20.

Domestic agricultural production for the first quarter of the current fiscal year witnessed a lower rate
of growth of 3.45 per cent compared with 4.59 per cent in FY20.

Export earnings in the period of FY22 increased by 11.37 per cent to $11.02 billion from $9.90
billion in the corresponding months of the previous fiscal year.

The import payments in the last three months of the ongoing fiscal increased year-on-year by 21.59
per cent, 72.96 per cent and 50.35 per cent respectively.

The tax revenue collection by the National Board of Revenue year-on-year grew by 16.72 per cent in
the period.

The gross inflow of FDI during the period under review also increased year-on-year by 9.01 per cent
to $847 million from $777 million. FDI inflow in Bangladesh is low compared with that in many
countries at similar levels of development.
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The power supply situation improved in the quarter under review but the demand for power shot up
too.
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Poor revenue mobilisation, public expenditure
weaken economic recovery: MCCI
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Despite the recovery trend in Bangladesh’s economy following a gradual reduction in coronavirus
incidence, its fiscal framework continues to be weak in view of poor achievements in revenue
mobilisation and public expenditure, according to a recent report by the Metropolitan Chamber of
Commerce and Industry, Dhaka.

The review report, titled ‘Review of Economic Situation in Bangladesh’, compiled Q1 of the fiscal
year 2021-22 (July - September) data of all major economic indicators in Bangladesh.

The review also pointed out emerging challenges for the country and provided recommendations to
overcome them.

The country’s economy faces emerging challenges due to the recent price rise of essential
commaodities, decreasing remittances, any new Covid wave, and slow vaccine rollout, the report said.

Nevertheless, the economy has been showing some signs of recovery in Q1 of FY22, which needs a
significant increase in public and private investment to maintain competitiveness and generate
further growth.

Among the major economic indicators reviewed in the report, industry, service, revenue, public
finance, export, foreign aid, foreign direct investment, and foreign exchange reserves grew in this
period compared to the corresponding months of the previous year.

On the other hand, growth in agriculture, capital market, remittance and Balance of Payment (BOP)
shrank during this period.

Bangladesh, like many other countries of the world, was struggling with the number of infections
and a fear of new Covid-19 wave during the quarter under review, the report said.



The stimulus packages comfort the business groups, from large farms to petty micro-enterprises,
which eventually helped the economy to boost again.

Exports and imports are two important drivers of the economy, and amid the Covid-19 pandemic,
both areas have done well. Robust export earnings have facilitated economic recovery in recent
times. The rate of inflation is also increased in the quarter under review.

However, the inward remittances decreased despite a stable exchange rate and satisfactory foreign
currency reserve.

Additionally, some of the economic indicators appear to be less promising than projected earlier. The
unemployment situation and low investment are also challenges.
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Price hike, falling remittance, slow vaccination
challenge economic recovery: MCCI
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A gradual fall in coronavirus cases has made a majority of businesses hopeful about a quick
economic recovery, but the recovery trend has to face some fresh challenges in the wake of
recent spikes in prices of essential commodities, decreasing remittance inflows, and sluggish
vaccination rollout, observes the Metropolitan Chamber of Commerce and Industry (MCCI).

In its review of Bangladesh's economic situation in the first quarter of FY22 released on Thursday,
the trade body mentions that even though Bangladesh, like many other countries, was struggling with
the number of infections and a fear of the new Covid-19 wave during the first quarter of the current
fiscal year, the economy showed some signs of recovery.

"The stimulus packages gave comfort to business groups, from large farms to petty micro-
enterprises, which eventually helped the economy get back some vivacity."”

Exports and imports are two important drivers of the economy, and Bangladesh have done well in
both the areas amid the pandemic, the MCCI mentions, adding robust export earnings have
facilitated economic recovery in recent times.



The reserves of foreign exchanges are in a satisfactory position and the exchange rate has long
remained stable, says the MCCI.

The inflation rate also increased in the quarter under review, it adds.

On the other hand, some of the economic indicators appear to be less promising than what was
projected earlier, the MCCI quarterly review says, adding the fiscal framework continues to be weak
in view of poor achievements, more specifically, both in terms of revenue mobilisation and public
expenditure.

Inward remittance inflows have dropped, which has multiplier effects on other economic sectors,
even more so small and medium industries.

The unemployment situation and low investment are also challenges. A significant increase in public
and private investment is necessary to maintain competitiveness and generate further growth, the
MCCI concludes.
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Rising prices of essentials, raw materials
challenge for economic recovery
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The recent rise of essential commodity prices and industrial raw materials, declining
remittance inflows and slow vaccine rollout would be emerging challenges in the way of
recovery from the economic fallout of the Covid-19 pandemic, says MCCI.

However, reducing coronavirus incidence gradually made the majority of businesses hopeful about
the recovery of the economy, it said.



“Despite the recovery trend in the economy, there are emerging challenges to be faced due to recent
price rise of essential commodities, decreasing remittances, any new wave of Covid, and slow
vaccine rollout,” said the Metropolitan Chamber of Commerce and Industry (MCCI) in its Review of
Economic Situation in Bangladesh for July-September 2021.

The report said Bangladesh’s economy has been showing some signs of recovery in Q1 of FY22 as
stimulus packages from the government comforted the business groups, from large farms to petty
micro-enterprises, which eventually helped the economy to boost again.

“Exports and imports are two important drivers of the economy, and amid the Covid-19 pandemic,
both the areas have done well. Robust export earnings have facilitated economic recovery in recent
time. The rate of inflation is also increased in the quarter under review,” the report found.

The inward remittances however decreased, which has multiplier effects on other economic sectors,
especially the small and medium industries.

The inflow of remittance in July-September of FY 22 decreased significantly by 19.45 per cent to
$5.41 billion from $6.71 billion in the corresponding months of the previous fiscal year, as many
Bangladeshi migrants lost their jobs, some migrants were laid off by their companies during the
second wave of Covid-19 pandemic.

“In the last month of the quarter (September 2021), year-on-year, remittances dropped further by
19.76 per cent to US$1.73 billion from US$2.15 billion. Also, September’s remittances decreased
month-on-month by 4.42 per cent from US$1.81 billion (August 2021). According to experts, the
higher gap in the exchange rate of the US dollar against the local currency between formal banking
channel and kerb market has encouraged illegal ‘hundi’ activities in recent months,” the report
mentioned.

It said the country’s foreign currency reserve remains at a satisfactory position and the exchange rate
has long remained stable.

On the other hand, the report found that some of the economic indicators appear to be less promising
than projected earlier.

“The fiscal framework continues to be weak given poor achievements, more specifically, both in
terms of revenue mobilization and public expenditure,” it said.

The report also noted that the surging prices of building materials have been threatening the
construction sector, with rod prices hitting a record high, as the economy is crawling back to
normalcy amid the coronavirus pandemic.

“People are struggling to continue construction. An analysis showed that rod prices have shot up by
around 38 per cent in the last 10 months. The rates of increase in the prices of brick, sand, stone,
cement, glass, aluminum, pipe, indoor fittings and other materials during this period are between 10-
20 per cent,” it said.

“Despite the tremendous potential of the construction and the real estate sector, factors like land
value distortion, and absence of secondary property market, asset securitization and sale of
mortgages, and backward linkage industries such as cement, ceramic, brick manufacturing, etc.
adversely affected its development,” it added.



The report also mentioned that the unemployment situation and low investment also remain a
challenge for Bangladesh. It also suggested a significant increase in public and private investment is
necessary to maintain competitiveness and generate further growth.
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