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Analyzing Bangladesh's Foreign Direct Investment (FDI) Landscape: An
Examination of FDI Trends in Q3 2023

Foreign Direct Investment (FDI) in Bangladesh withessed a substantial decline of approximately 40%
during the third quarter of 2023, contributing to heightened concerns regarding the country's
diminishing foreign exchange reserves. Data from Bangladesh Bank reveals that the net FDI for the
July-September quarter amounted to $670 million, marking a significant drop from the $1.1 billion
recorded during the corresponding period in the previous year. The cumulative net FDI for the initial
nine months of 2023 stood at $2.115 billion, reflecting a decline of nearly 23.78% compared to the
same period in 2022.

Foreign direct net investment signifies the overall movement of investments across international
borders, specifically when investors from one country establish a substantial and enduring interest in
enterprises located in another country. The decline in net foreign investment is indicative of a
reduction in gross money inflow, suggesting that investors are achieving higher returns on investments
elsewhere rather than in Bangladesh.

Banking experts assert that the persistently low foreign investment in Bangladesh can be attributed
to issues such as corruption, poor governance, low labor productivity, and underdeveloped money
and capital markets. Additionally, the country's credit rating has been downgraded by international
rafing agencies, further deterring foreign investors. The complex process of obtaining approvals from
various government agencies, coupled with a fuel crisis, contributes to the lack of interest from
foreign investors.

To rekindle foreign investment, it is emphasized that the government must prioritize creating an
environment conducive to investments. Syed Abu Naser Bukhtear Ahmed, a former managing
director of Agrani Bank, highlights the importance of addressing governance issues, simplifying
approval processes, and managing corporate taxes.

Intra-company loans, a component of foreign direct investment, experienced a sharp decline of
162% in the September quarter of 2023. The net debt for this component was negative $59 million, in
confrast to the positive $95 million recorded in the same period the previous year. The dollar crisis in
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Bangladesh has hindered local companies from borrowing from their parent companies, leading to
increased outflows as companies repay loans borrowed at a lower exchange rate.

As of September 2023, Bangladesh's total FDI amounted to $20 billion, with major investments
concentrated in sectors such as textiles and apparel, gas and petroleum, power, banking, and
telecommunications. The leading investing countries include the United States of America (USA),
United Kingdom (UK), Singapore, Korea, Hong Kong, and China.

The country's forex reserves have witnessed a confinuous decline, standing at $20.03 bilion as of
January 17, 2024, compared to $32.49 bilion a year ago. The unresolved dollar crisis is attributed to
the sluggish growth of remittances and export earnings, which are vital sources of foreign exchange.
The financial account deficit has increased, primarily due to a significant decline in short-term foreign
loans and foreign investment. The July-November period of the fiscal year 2023-24 saw a negative
financial account deficit of $5.4 billion, contfrasting with the positive $1.26 billion recorded during the
same period in the previous fiscal year. Over this period, gross FDI decreased by 14.50%, medium
and long-term loans declined by 20.70%, and the deficit in foreign frade credit increased to $5.37
billion according fo central bank data.

M Masrur Reaz, CEO of Policy Exchange Bangladesh, emphasizes the need for a stable economic
environment, stating that investors prefer certainty for long-term commitments. A senior official from
the Bangladesh Investment Development Authority links exchange rate instability to the
competitiveness of exports and imports.

Mustafizur Rahman, a distinguished fellow at the Centre for Policy Dialogue, highlights political
uncertainty, volatile exchange rates, and higher inflation as deterrents to FDI flows.
Recommendations include government attention to attracting FDIs, particularly in economic zones,
and Rupali Chowdhury, former president of the Foreign Investors Chamber of Commerce and
Industry, suggests a focus on stable policies and legal framework reforms.
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Exports incentives/cash subsidies for exports in the financial year 2023-24
(Department of Foreign Currency ,Bangladesh Bank, January 30, 2024)

T With the aim of encouraging the country's export commerce, the government is providing cash
incentives in 43 sectors in the current fiscal year 2023-24. This matter is considered as Subsidy
Contingent upon Export Performance according to the rules and regulations of the WTO. As per
the Agreement on Subsidies and Countervailing Measures (ASCM), no subsidy incentive/cash
assistance can be provided if the country graduates from the list of Least Developed Country
(LDC) . In consideration of the potential graduation, the government has decided to gradually
reduction of the rate of cash assistance on various sectors starting from January 1, 2024,

In accordance with the decision as mentioned, instead of FE Circular No. 13 of August 24, 2023,
from 01 January 2024 to 30 June 2024 cash incentives shall be applicable for the 43 existing
products of shipping in accordance with the rate of related table (Annex-A).
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https://www.bb.org.bd/mediaroom/circulars/fepd/jan302024fepd02.pdf

SL. | Name of the Sectors Applicable
Rate (%)

1. | Altfernative cash assistance instead of Duty bond and duty drawback in 3.00
domestic apparel sector

2. | Additional special assistance for apparel sector with 3% existing incentives for 1.00
exporters in the Euro zone

3. | Additional assistance for all small and medium industries of the Domestic 4.00
garment sector (knit, oven, and sweater)

4. | Expansion assistance for new products/new markets (apparel sector) 3.00

excluding the USA/Canada/EU/UK/India/Japan/Australia.

In the existing system incentives are given in export of cotton and non-cotton
(man-made fiber) from raw materials. For this reason, It is hereby cleared that
this incentive will be appliable for Non-cotton (Man Made Fiber) ready-made
garments. However, in this regard the incentives will be applicable either new
products or new markets, in one of those sectors.

5. | Special cash incentive for ready-made garments 0.50
Serial 1-5: Pursuant to the WTO's Agreement on Subsidies and Countervailing
Measures (ASCM), subsidies/cash assistance for export will not be applicable
for the products listed under HS Headings 6105, 6107, 1109, 6110, and 6203,
effective from January 1, 2024, for shipping goods.

6. | Export Incentives for Jute Products

1)Diversified Jute Products 15.00
2)Final Jute Products (Hessian, Sacking and CBC) 7.00
3)Jute fiber (Yarn and Twine) 5.00
10. | Export Incentives for frozen fishes and shrimps
1)Rate of Ice coating of frozen shrimps 6.00 -
9.00
2)Rate of Ice coating for other fishes 2.00 -
4.00
27. A)lncentives for exports of Software, ITS ( Information Technology Enabled 8.00
Services) and Hardwares from Bangladesh.
B)Incentives for exports of Software, ITS Services by freelancer privately 3.00
39. | Incentives for exports of tea produced in the country 3.00

43. | Export incentives for the institutions situated in specialized zones (BEZA, BEPZA
and Hitech Parks)

FE Circular Number of 34/2021 3.00
Export incentives clause (a) of the FIRST Article under the relevant circular
(excluding incentives for readymade garments under FE Circular No 01, dated
January 07, 2020)

Incentives for exports of processed Agro products by Type-A and Type-B 3.00
institutions under subclause (B) of First Article.
Special cash incentives for ready made garments under subclause (a) of First 0.50

article under FE Circular No 01, dated January 07, 2020 and other exporting
products of other institutions under subclause (c) .
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Major updates on Legislations in December 2023 & January 2024 (13
December to 20 January)

Official Extraordinary Gazette Notification and other Circulars

Issue
Date Title Issuing Ministry
18-Jan | Number-04.00.0000.611.06.001.24.08.--Regarding formation of 'Delta Cabinet Division

Governance Council'.
18-Jan | Number: 04.00.0000.611.06.001.24.07.--Regarding formation of 'Bangladesh Cabinet Division
Planning Commission'.
18-Jan | Number-04.00.0000.611.06.001.24.06.--Regarding formation of National Cabinet Division
Economic Council (NEC).

21-Jan | S.R.O. No. 11-Act/Income Tax/2024, Agreement with Hong Kong Special Ministry of Finance
Administrative Region of the People’s Republic of China regarding tax
21-Jan | No0.-04.00.0000.611.06.001.24.10.--Regarding the formation of 'National Cabinet Division
Economic Council Executive Committee (ECNEC)'".
22-Jan | S.R. O. No-13-Act/2024/01/Customs National Board of
Revenue (NBR)
30-Jan | N0-30.00.0000.016.22.002.22.--Maritime Tourism Policy 2023. Ministry of Civil
Aviation and Tourism
01-Feb | No. 40.00.0000.042.43.001.18.2.--SRM Consultants, Bakaul Mansion (2nd Ministry of Labor and

Floor), 42/ 1-B, Segun Bagicha, Dhaka as the ‘Appropriate Authority' subject to | Employment
the following conditions.

06-Feb | S, R, O, No. 20-Act/2024.--Regarding establishment of Agency to Innovate Ministry of
(A2D). Information and
Communication Tech.
11-Feb | S. R. O. No. 18-Act/2024.—New Economic Zone in Narayanagaj Prime Minister's
Office

Bangladesh Bank Circular

Issue Title
Date

18-Jan | PSD Circular No. 02: Providing data on fraud, disputes, and transactions via check/card/MFS/PSO through
Rationalized Input Templates (RIT) on a monthly basis.

18-Jan | BRPD Circular No. 01: Opening Revenue A/C of the project finance in the related Banks.

23-Jan | DMD Circular Letter No. 02: Instructions to follow in Sale & after Sale service of Sanchaypatra.
25-Jan | PSD Circular No. 03: Incorporating Chinese Yuan in BD-RTGS System

30-Jan | DOS Circular Letter No. 03: Financial and Regulatory Reporting of 'Bangladesh Government Special
Purpose Bond' Held by Banking Companies.

30-Jan | ISMD Circular Letter No. 1/2024: Master Circular regarding submission of data to Integrated Supervision
System (ISS)

30-Jan | FEPD Circular No. 02: Export Subsidy/Cash Incentive for the financial year 2023-2024

30-Jan | FEPD Circular No. 03: Inclusion of the name of Bangladesh Jute Goods Exporters Association for
certificate in Jute sector for export subsidy
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31-Jan | BRPD Circular Letter No. 07: Name change of South Bangla Agriculture and Commerce Bank Ltd to
SBAC Bank PLC.

01-Feb | DID Circular No. 01: Regarding Submission of Information for Deposit Insurance Premium Assessment

01-Feb | FEPD Circular No. 04: Interest rate ceiling for short term permissible trade finance in foreign exchange

05-Feb | DBI-3 Circular Letter No. 01: List of Audit Firms (Chartered Accountants) Eligible for Auditing Banks
and Finance Companies.

08-Feb | BRPD Circular Letter No. 08: Participation in Universal Pension Scheme.

11-Feb | BRPD Circular No. 02: Formation of Board and Responsibilities of Directors of a Bank-Company.
12-Feb | FEPD Circular No. 05: Export Subsidy/Cash Incentive for the financial year 2023-2024.

14-Feb | BRPD Circular No. 03: Appointment of Independent Directors of a Bank-Company and their Dulties,
Responsibilities and Honorarium.
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This year, very cold weather continued from
January 11th, and even Japanese people were AR AN AR EE R L R E GG
seen wearing sweaters and down jackets. However, after 10 days, spring-like warmth arrived.
Dhaka is cold only for one to two weeks in January. the lowest temperature in Dhaka is higher
than the highest temperature in Tokyo. Therefore, it is difficult to choose what to wear when
staying in Dhaka, and many people buy clothes in Dhaka as souvenirs.
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The iinformation in this Newsletter is the information as of 15th February, 2024.
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