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Economy showing signs of recovery

But progress slowed by certain factors, MCCI says in
quarterly analysis
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coronavirus was first detected in the country, people from all socioeconomic backgrounds have been
affected in one way or another. The coronavirus fallout and recurring lockdowns slightly pushed
Bangladesh off its pre-pandemic growth trajectory. Photo: Star/file

Bangladesh's economy has been showing signs of recovery ever since the fourth quarter of fiscal
2020-21 despite facing various challenges amidst the ongoing Covid-19 pandemic, according to a
quarterly analysis by the Metropolitan Chamber of Commerce and Industry (MCCI).

The government's stimulus packages eased the suffering of numerous industries, from large firms to
micro-enterprises, which eventually gave a boost to the economy, it said.

Besides, Bangladesh has done well in terms of export and inward remittance, two important drivers
of the country's economy, amid the Covid-19 crisis.

So, it can be said that robust remittance and export earnings facilitated Bangladesh's economic
recovery in the just concluded fiscal year.

Exports grew by about 15 per cent while remittance ballooned by 36.11 per cent year-on-year for the
period, the MCCI said in its analysis, styled "Review of Economic Situation in Bangladesh: April-
June of FY 2020-21".

The findings of the study were released yesterday.



Inward remittance has had a hugely positive impact on the rural economy as it helped sustain
domestic demand.

This has had a multiplier effect on other economic sectors, especially the small-and-medium
industry.

Moreover, inflation is under control while the foreign currency reserve is in a satisfactory position.

As such, the exchange rate has remained stable for some time now while the balance of payments is
also in a positive trajectory, the MCCI said.

Bangladesh, like many other countries, struggled with the skyrocketing number of Covid-19
infections and subsequent measures to prevent its spread, such as social distancing and working from

home amid the "new normal".

Ever since the coronavirus was first detected in the country on March 8, 2020, people from all
socioeconomic backgrounds have been affected in one way or another.

The coronavirus fallout and recurring lockdowns since March last year has slightly pushed
Bangladesh off its pre-pandemic growth trajectory.

And although the road to recovery remains uncertain, much depends on mass vaccination and the
strength of the global economy.

The non-availability of vaccines on a massive scale may appear to be one of the critical factors
behind Bangladesh's slower economic recovery.

Similarly, some of the economic indicators appear to be less promising than previously projected.

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 is also a challenge.

So, a significant increase in public and private investment is necessary to maintain competitiveness
and generate further growth.

The policymakers need to focus on strategies for a post-Covid recovery and concentrate on policies
to upgrade various private sectors so that more successful revenue-earning streams can be generated
and attract reinvestments.

All this may cushion the losses sustained during this pandemic period, the MCCI added.
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Vaccination, reinforced global business
key to recovery: MCCI
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Mass vaccination and giving an emphasis on the strength of the global economic participation will
play a vital role in economic recovery of the country, according to a review of economic situation of
Bangladesh from April to June of the past fiscal year of 2020-2021.

According to the Metropolitan Chamber of Commerce and Industry, Dhaka quarterly review, in
FY21 the general point to point average inflation rate of the country decreased to 5.56 per cent from
5.65 per cent in FY20.

The rate in FY21, however, was 0.16 percentage points higher than the government’s target of 5.4
per cent. Food inflation rate increased while non-food inflation rate decreased in FY21 compared
with that in the previous fiscal year.

Food inflation increased by 0.58 percentage points to 5.45 per cent in June 2021 from 4.87 per cent
in May 2021 while year-on-year food inflation was higher at 6.54 per cent.

Non-food price inflation increased by 0.08 percentage points to 5.94 per cent in June 2021 from 5.86
per cent in the previous month and year-on-year inflation was lower at 5.22 per cent.

The comparison of point to point inflation data for rural and urban areas in June of FY21 showed that
the general and food price inflation rate was higher in rural areas than in urban areas while non-food
inflation rate was lower in rural area than in urban area.

However, in FY21 the general point to point average inflation rate decreased to 5.56 per cent from
5.65 per cent in FY20. The rate in FY21, however, increased by 0.16 percentage points from the
government’s target of 5.4 per cent. Food inflation rate increased but non-food inflation rate
decreased in FY21 compared with that in the previous fiscal year.

To tackle the inflation and economic crisis caused by the pandemic, the government has to ensuring
proper distribution of refinance scheme for promoting agriculture and industrial production to
bounce back from the crisis, the MCCI review said.

The contribution of money and capital market, public finance, foreign direct investment including
remittances should be promoted by the government measures can also be a window for our economy

to recover the crisis.

Besides, export and import balance also play a role to make stable of foreign exchange rate and
reserve to make stable of our economy in the crisis days, the review said.

www.daily-sun.com / 27 August 2021

Economy shows recovery signs from
pandemic: MCCI

Stimulus packages boost the growth while vaccination
drive will act as catalyst, it says

Staff Correspondent



27 August, 2021
Bangladesh economy has shown the signs of recovery from pandemic challenges since fourth quarter
of the fiscal year 2021 backed by export earnings and remittance inflow, observed a major business

forum.

In its quarterly review, Metropolitan Chamber of Commerce and Industry (MCCI) on Thursday
appreciated the stimulus packages saying that they will eventually help the economy grow again.

The vaccination drive will act as catalyst for the growth recovery, it said.

“The consequences of coronavirus pandemic and multiple lockdowns since March 2020 have slightly
pushed Bangladesh off its growth trajectory,” it said.

“However, the recovery period is uncertain, but much depends on vaccination and the strength of the
global economy,” it added.

According to the MCCI review, non-availability of mass vaccination may appear to be one of the
critical factors for the slower economic recovery.

The inflow of remittances in the just concluded fiscal year (FY21) grew by 36.11 percent to $24.78
billion from $18.21 billion in the previous fiscal.

Export earnings (merchandise) in the just concluded financial year (FY21) increased by 15.10
percent to $38.76 billion from $33.67 billion in the previous fiscal year.

The exports were buoyed by a revival in the shipment of readymade garment items amid the
pandemic-induced business slowdown, added the report.

MCCI also appreciated the local businesses in service sector which recorded a higher growth of 5.61
percent in FY21, compared to 4.16 per cent a year ago.

Also the share of the services sector in GDP increased to 51.53 percent in FY21 from 51.48 percent
in FY20, according to the MCCI review.

MCCI appreciates the import payments during the first eleven months of the FY21 stood at $58.63
billion, which was 17.31 percent higher year-on-year compared to FY20.

The economic watch group also projected stagnant performances of export, import, and remittances
in the first quarter of fiscal year 2022.

“The foreign exchange reserve is likely to fall in August of FY22 due to the payment to the Asian
Clearing Union (ACU) against imports,” MCCI said.

“The rate of inflation, however, can be expected to go up in August of FY22 because of the probable
rise in some essential commodities,” it added.

In the report, MCCI incorporated performances of the country including export, import, service
sector, investment, agriculture and others indicators of the economy.

According to the trade body, the export earnings grew by 15 percent year-on-year by end of fiscal
year 2021 while the remittances grew by 36.11 percent.



The inward remittances have huge positive impact on rural economy to sustain the domestic
consumption demand, which has multiplier effects on other economic sectors, especially the small
and medium industry.

The total outstanding position of CMSME loans by all banks and non-bank financial institutions
(NBFIs) increased by 8.37 percent to Tk2376.53 billion at the end of December 2020 from
Tk2192.94 billion at the end of December 2019.

The net foreign direct investment (FDI) in the FY2021 increased by 39.37 percent to $1.77 billion
from $1.27 billion from last year.

The rate of inflation is under control and foreign currency reserve is in a satisfactory position, it said.

The exchange rate has long remained stable while the balances of payments are also in the positive
trajectory.

The general point to point inflation rate increased by 0.38 percentage points to 5.64 percent in June
from 5.26 percent in May mainly due to prices of some essential items went up mostly in rural areas.
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Stimuli for large to micro entities help
boost economy: MCCI
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The economy has been showing signs of recovery in Q4 of FY21. The stimulus packages comfort the

business groups, from large farms to petty micro-enterprises, which eventually helped the economy
to boost again, said the quarterly review report of MCCI on economic situation in Bangladesh.



Metropolitan Chamber of Commerce and Industries (MCCI) released the April to June review on
economic situation on Thursday.

Executive summary of the report mentions that exports and remittances are two important drivers of
the economy, and amid the COVID-19 pandemic, both the areas have done well. Robust remittances
and export earnings had facilitated Bangladesh's economic recovery in the just concluded fiscal year
(FY21).

The report, however, reveals that the year-on-year, exports in FY21 grew by 15.10 per cent and the
remittances grew by 36.11 per cent. The inward remittances have huge positive impact on rural
economy to sustain the domestic consumption demand, which has multiplier effects on other
economic sectors, especially the small and medium industry.

MCCI feels that the policymakers need to focus on strategies for post-COVID recovery and
concentrate on policies to upgrade various private sectors so that more successful revenue-earning
streams can be generated and attract reinvestments from existing investors.

Referring the Bangladesh Bank data, the said implementation process of the second phase of the
stimulus package has started with the inclusion of foreign-owned companies operating in
Bangladesh. Regarding export and Import, the MCCI review said that export earnings (merchandise)
in FY21 increased by 15.10 per cent to US$38.76 billion from US$33.67 billion in FY20, buoyed by
a revival in the shipment of readymade garment (RMG) items amid from the pandemic-induced
business slowdown. Year-on-year, RMG sector rose by 12.55 per cent to US$31.46 billion in FY21,
however, missed the target by 6.89 per cent. Export earnings, however, fell short of the target
(US$41.00 billion) by 5.46 per cent.

Export earnings in the quarter under review (Q4 of FY21) increased significantly, year-on-year, by
108.91 per cent. While, in the last month (June 2021) of the quarter alone, export rose year-on-year
by 31.75 per cent, although it was below the monthly target (US$3.67 billion) by 2.52 per cent.

Soon after the pandemic unfolded, the government on 25 March 2020 announced Tk.50.0 billion in
stimulus loans for exporters.

Accordingly, the BB was set to release the funds as salaries for workers and employees of export-
oriented factories through equal installments in the three months from April to June.

Import payments (C&F) in July-May of FY21, of which data is available now, stood at US$58.63
billion, which was 17.31 per cent higher than import payments during the corresponding eleven
months of FY20. In the last three months i.e., March, April and May 2021, imports increased year-
on-year by 44.05 per cent, 118.96 per cent and 73.68 per cent, respectively.

The disbursement of agricultural credit and non-farm rural credit by all scheduled banks in the just
concluded fiscal year (FY21) stood at Tk.25,511 crore, an increase of 12.14 per cent from Tk.22,749
crore in the previous fiscal year, FY20 (Table 6 and Figure).

The disbursement was improved as demand for such loan is picking up gradually due to seasonal
effects, also implementing stimulus packages along with providing interest subsidy, according to
experts.

For the same reasons, the recovery of agricultural credit and non-farm rural credit also increased
significantly by 27.67 per cent to Tk.27,124 crore in July-June of FY21, compared to Tk.21,245
crore in the corresponding period of the previous fiscal year.



The Agriculture Credit Department of the central bank has recently recommended bringing down the
interest rate on farm loans based on the circumstances. Accordingly, Bangladesh Bank cut the
interest rate at 8.0 per cent from the previous 9.0 per cent as part of its efforts to boost the agriculture
sector amidst the ongoing economic slowdown caused by the COVID-19 pandemic.
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