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Consistent performance compared to regional peers 

• The country’s annual GDP growth rate officially surpassed that of India’s in 2016 and has been higher than that of 
its neighbor since then. 

• Unlike many of its South Asian neighbors, Bangladesh has been experiencing a continuously increasing GDP 
growth rate for the last five years (World Bank). 

• Strong consumption and public investment, recovery of apparel exports and high remittance growth were the main 
propellers of economic growth. 

Regional GDP Growth Rate by Country (%)

Source: Asian Development Bank (Projected)
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Demographic dividend and growing working population

Source: World Bank, GSMA, ILO

• Population growth rate has been stable at 1.2% since 2013 and the total population now stands at 167 
million (World Bank). 

• The population structure has also remained unchanged for the last 6 years, with the 15-64 age group 
making up more than 60% of the population. 
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Consumption upgrade and stable inflation 

• GDP per capita has been 
growing at rates over 5% since 
2015 and was recorded at USD 
1642 (World Bank) in growth 
rate. 

• Final consumption 
expenditure, which accounts 
for private consumption and 
general government 
consumption, has been growing 
positively for the last 10 years.
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Growth driven by export-led sectors and remittances 

• Bangladesh’s export basket 
is skewed towards RMG and 
textiles with few other items 
like leather, jute, 
agricultural products and 
frozen food

• In FY 2018, Bangladesh has 
exported USD 36.2 billion 
worth of products among 
which the RMG sector 
contributed 83.5% 
(BGMEA). 

Source: Harvard Atlas of Economic Complexity (2017) 
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Strong forex reserve 

• Over the past decade (2008-2018), Bangladesh performed remarkably well with foreign exchange reserves growing 
by 16% from USD 7.47 billion in 2008 to USD 32.94 billion in 2018 (Bangladesh Bank). 

• The latest figure in 2019 is stated to be USD 31.5 billion. 
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Foreign direct investment (FDI) trend 

Source: Bangladesh Bank

The newly reformed Bangladesh Investment Development Authority (BIDA) has been making efforts to 
attract investments. Although a decrease in FDI amount has been observed from the previous years, 
BIDA confirmed a 13.34% growth in FDI in the third quarter of 2018, and by the end of September, it 
received proposals amounting USD 3.23 billion, indicating the continuous interest of foreign investors in 
Bangladesh. 
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Shifting Business 
Climate



Sector wise investment received 

Top sectors, that have received applications in BIDA for operating a business, includes Electricity, Gas, Steam, 
and Air Conditioning Supply,   Construction, Manufacturing  and Real Estate Activities among others. 

Source:BIDA
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Business confidence on the rise

Business confidence up +43 points compared to previous year
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Agro-processing can solve the farm to fork riddle 

• In 2016, the agro-processing sector in Bangladesh stood at $2.2 billion.
• Exports in 2018 were around $371 million, 40.72% higher than the previous year.

• The industry showed a growth rate of 7.7% from 2005 to 2011.
• There are currently 479 members in Bangladesh Agro-Processing Association (BAPA) of which 241 are exporters and 235 are manufacturers of 

agro-processing products.

• Government’s Budgetary Allocation of BDT 244.3 bn FY 2017-18 a boon for the sector. 

Source: Bangladesh Sectoral Growth Diagnostic, BAPA
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Power sector at the forefront of growth 

• Bangladesh’s energy demand has been increasing at an average pace of 10% over the last decade.
• The total installed capacity in Bangladesh is 15,953 MW of which 660 MW is imported from India.

• Government initiatives are being taken to increase 14,956 MW by 2021, bringing the total generation capacity to 24,000 
MW.

• World Bank has invested $2.1 bn to support the energy sector of the country. The International Development Association (IDA) wing of the 
World Bank added 2,604 MW to the national grid and 100 MW to off grid through solar home systems. 

• BPDB increased the number of consumers by 9.73% and extended 247km of lines in 2018. Distribution system losses has been 

down to 8% from 9.27% in 2017.
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Growth of RMG sector has slacked

• In 2017 the industry exported goods worth $30 billion, which made up 83% of exports and 12% of the GDP, higher than 

any other industry.
• Bangladesh’s main export destinations are the EU, with whom Bangladesh has duty-free trade, and North America.
• Decline in prices contributing to lower margins and Loss of LDC status may prove fatal for export to EU.
• The Bangladesh government has set a target of $50 billion for RMG exports by 2021.
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Pharmaceuticals the next winner in global markets 

• In 2018, the country's domestic pharmaceutical market size 

stood at BDT 20,511.8 crore with 15.6% compound 

annual growth rate (CAGR) for the last five years.
• The industry contributed to 1.85% of the GDP in 2017.
• According to Export Promotion Bureau (EPB) data, Bangladesh’s 

medicine exports registered a 25.60% rise to $130 million in 
FY19, which was $103.46 million the previous year.

• The sector is largely protected from the threat of foreign 
competitors, as there is a restriction on the import of drugs that 
are similar to locally manufactured variants.

Source: EBL 
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FMCG and Consumer Durables riding on MAC driven demand 

• FMCGs industry is one of the fastest growing segments of 
the market. 

• In FY 2016-17, Private Consumption was 67.6% of GDP 
compared to 69.1% in FY 2015-16. 

• Young population open to new and innovative FMCG 
products. 

• MAC population growth to propel demand for quality 
products with higher margin. 
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Demand for consumer durables is on the rise 

• A younger population depicts there is strong demand for goods like fast food, coffee and other beverages and 
consumer durable item; increasing urban population and the nuclear families.

• The continually growing market is currently stands at USD 1.38 Billion as of 2017; Television: USD 414.22 Million, 
Refrigerators: USD 549.11 Million, Air Conditioner: USD 164.57 Million and Home Appliances: USD 251.41 Million.
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ICT The Preferred Sector With High Hopes 

• ICT getting policy support which 
contributes to optimism.

• Non- ICT entrepreneurs more 
optimistic about the sector than 
ICT based entrepreneurs.

• Absence of alternative financing 
options is a challenge.

• ICT has 10 years tax break and 
10% tax incentives on export.  
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Financial Sector reform will be key to maintaining economic growth 

• Lack of Corporate governance disrupting performance and healthy credit growth 
• Moving to the semi-urban and rural markets key to deposit retention 
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Classified Loan Trend 



Cement industry is at over capacity bur per capita cement consumption still 
below peers 

• With more than $3.5bn budgeted in FY19 for the 7 infrastructure mega projects including bridges, rail lines, power 
plants, and a metro rail, the cement market in the country looks to be a bullish market. Moving to the semi-urban and 
rural markets key to deposit retention.

• Over the past 5 years, the industry has seen a compound annual growth rate (CAGR) of 12.67%, significantly greater 
than the country’s GDP growth even considering future targets by the government set at 10%. 
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ICT and agro processing have the highest prospect according to BCI
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Incentives and 
Taxation Policies



Tax incentives by sector 
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Sector (Top 10 BCI) Tax Rates Incentives 

ICT and ITES Private Limited
Tax holiday incentive for Hi-tech park; Information and Communication Technology (ICT) village or 

software technology zone and ICT export till  2024 plus an 10% cash incentive on export. 

Agro- Processing Varies depending on type of company and product.
12.5% cash incentives to export of frozen shrimp and fish and 20% cash incentives to export of 
agro processed products is given. The government has also provision for establishing mega food parks, 
special credit schemes and tax holidays and cash incentives (20%). 

Pharmaceuticals
Varies depending on type of companies and number of locally produced 
API (subject to corporate taxation).

Active Pharmaceutical Ingredient (API) industries will enjoy the benefits for more than six years up to 
December 2025. TRIPS Agreement to benefit until 2033.

Footwear
Varies depending on type of company and product. i.e. leather vs non-
leather 

The government is providing 15% cash incentives against the export of non-leather footwear, while a 
maker has to pay 56% duty. Export tariffs in Bangladesh for leather products are at 0%

RMG and Textiles 

The government has kept the corporate tax for the apparel sector 
unchanged at 12%. For textile sector tax rate is 15%. The govt has 
proposed 1% cash incentives against exports to traditional export 
markets. 

1% cash incentive on exports. The corporate tax rate will be 10% if there is a green building 
certification.

Power and Energy 6% on rental power companies. Five years beginning from commencement of commercial production, 100% tax exemption. 

Banking and Finance 37.5%  corporate taxation N/A

Logistics
10% -15% depending on type of logistics company i.e. freight forward, 
road transport, etc. 

N/A

Real Estate
15% Deduction of tax from any sum paid by real estate developer to land 
owner  (Other area rates available on NBR). 

N/A

Cement

Cement manufacturers are currently paying 15% VAT on the import of 
raw materials and 5%t advance tax (AT) on the import of raw materials 
for cement and 3% source tax on distribution has been proposed in 
budget 2019-20.

N/A

Sources: NBR, Budget 2019-20, The Daily Star



Government incentives to encourage investments 

The Government of Bangladesh (GoB) has created liberal investment and business operation policies 
regarding taxation, import duties and work documentation among others, in a manner that encourages 
greater foreign investment in the secondary and tertiary sector of the country. 

The Bangladesh government provides five to seven years of tax exemption to international 

investors planning on operating in certain sectors. Investments in some priority sectors like power, enjoy tax 
exemption for up to 15 years. 

Currently, no import duties are applicable for export-oriented sectors. For other sectors, the duty structure 

is at 5%. 

An international investor can cash out from investment subject to board approvals and independent 
valuation conducted by Bangladesh Bank. 

Source: Bangladesh Bank, BIDA

Apart from arms and ammunition, defense machinery and equipment, forest plantation and mechanized 
extraction, nuclear energy, security printing and mining, all sectors are open for international investments. 
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Incentives for export led thrust sectors 

The government’s industrialization policy focuses heavily on thrust sectors that are primarily export 
oriented such as agro-based industries and manufacturers that specialize in ICT, artificial flower-making, 
electronics, frozen food, jute goods, jewelry, leather, oil, gas, textiles, construction and tourism.

Concessionary duty as per Special Revenue Order (SRO) is allowed on import of capital machinery and 
spare parts while setting up export-oriented factories. 

A simplified duty drawback system exists such that exporters can directly receive rebates from concerned 
commercial banks. 

Warehouse facilities for 100% export-oriented companies with back-to-back letter of credits. VAT 
exemption facilities are also available as part of SRO. 

Export earnings from handicraft and cottage industries are exempted from income taxes. For other sectors, 
proportional income tax rebates in the range of 30-100% are provided on export earnings. 

Source: Bangladesh Bank, BIDA
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Incentives for export led thrust sectors (contd) 

Manufacturers of indigenous fabrics (such as woven, knit, hosiery, grey, printed, dyed, garment check, 
handloom, silk and specialized fabrics) supplying to 100% export-oriented apparel factories are entitled to a 

cash subsidy equivalent to 25% of the value of their fabrics. 

Leather factories exporting at least 80% of their products are treated as 100% export-oriented. Tax holiday 
for up to 10 years is provided for companies currently operating within the confines of Export Processing 
Zones (EPZs). 

Source: Bangladesh Bank, BIDA
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Among the other sectors, jute yarn will get 7.5% and ship export will get 5.0% cash 

subsidy.



Special economic zones in Bangladesh 

• Bangladesh Economic Zones Authority (BEZA) aims to 
develop 100 SEZs by 2025 while focusing on 
underdeveloped regions of the country. 

• The reliance is private capital and expertise, while the 
government oversees the progress. As of today, there are 
66 special economic zones among which 55 are owned by 
government and 11 are privately owned. 

Source: BEZA
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Sector-specific taxation policy and some incentives 

• Coal based private power generation 
companies will enjoy full tax 
exemption for fifteen years, if the 
company sign a contract with the 
government in accordance with private 
sector power generation policy of 
Bangladesh.

• Private power generation company 
that have started their commercial 
production after 30 June, 2016 will 
enjoy tax exemption in three slabs.

Private Sector Power Generation Company Tax Exemption Rates

Source: NBR
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Sector-specific taxation policy and some incentives (contd) 

Developers of BEZA and Hi-Tech Park shall enjoy the following tax exemption

Source: NBR
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Sector-specific taxation policy and some incentives (contd) 

• Industrial undertakings 
established within BEZA 
and Hi-Tech park areas 
shall enjoy following tax 
exemption: 

Source: NBR30



Sector-specific taxation policy and some incentives (contd) 

Industry set up within Dhaka and Chittagong Division (except Bandarban, 
Rangamati and Khagrachari hill districts) enjoys the following tax rebate:

Source: NBR

31



Sector-specific taxation policy and some incentives (contd) 

Industry set up within all other divisions of the country shall enjoy the 
following tax rebates: 

Source: NBR
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Tax rates by sector and type

Listed companies (Other than banks, insurance companies, merchant banks, other 
financial institutions, jute, textile, garment industries, mobile phone operator 
companies and any tobacco product manufacturing companies) in any stock 
exchange in Bangladesh 

Non listed companies (Other than banks, insurance companies, merchant banks, 
other financial institutions, jute, textile, garment industries, mobile phone operator 
companies and any tobacco product manufacturing companies). 

Publicly listed Banks, insurance and other financial institutions (except 
merchant banks) and got approval from the government in 2013. Also, Merchant 
Banks (irrespective of listing status).

Source: NBR
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Tax rates by sector and type

Non listed Banks, insurance and other financial institutions
( except merchant banks) and got approval from the government in 2013. 

Publicly listed mobile phone operator companies with at least 10% shares 
through stock exchange of which maximum 5% may be through pre initial public 
offering. 

Non listed mobile phone operator companies and Tobacco product 
manufacturing companies (irrespective of listing status).  

Source: NBR
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Trade benefits specific to industry and export countries 

Avoidance of Double Taxation 
If a business income from a different country than its country of origin, then it might have to pay taxes in both the countries on 
the income generated. This is called ‘double taxation’. In order to avoid this, a lot countries go into double taxation agreements. 
There are agreements on avoidance of double taxation between Bangladesh and 36 countries: 

Source: Bangladesh Bank35



The Country’s 
Path to a Frontier 
Market



Institutional bottlenecks leading to poor doing business ranking

The World Bank’s publication-Doing Business 2019: Training for Reform—Bangladesh ranked 176 out of 
190 countries in terms of operating businesses in Bangladesh. The ranking went one step up from the 
previous ranking in 2016-17. 

According to Global Competitiveness Index 4.0, published by World Economic Forum (WEF), Bangladesh 
ranked 103 out of 140 countries. World Economic Forum's Executive Opinion Survey-2017 ranked 
corruption (15.7 out of 16), inadequate infrastructure (14.4 out of 16) and inefficient government 
bureaucracy (11.7 out of 16) as the major challenges for operating in Bangladesh. 

Since the business confidence in the economic climate has improved post-election, the government is taking 
remedial measures to deter bureaucracy and corruption and facilitate investment processes. BIDA’s plan to 
implement an one-step-online solution, the OSS site is one such step taken in the process. 
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Facilitative initiatives by the government for encouraging investments 

The government is investing heavily in power and electrification rate has gone up from 50.5% in 2006 
to 75.92% in 2016. The time required for businesses to obtain new electricity connections have come down 
from 400 days in 2014 to less than 150 days in 2018, according to a World Bank publication. 

Taking lessons from the Chinese economic success story, government is promoting industrialization by 
setting up Special Economic Zones across the country, while attracting investments through 
investment friendly policies like tax holidays. 

Infrastructure development of the country has been driven by both national and international (G2G 
and multilateral agencies) funding. Recently, both China and India have committed to investing in 
Bangladesh to the tune of USD 24 billion and USD 4.5 billion respectively. 

For averting red-tapism and corruption while registering a company, BIDA is in the process of setting up 
an One Stop Service (OSS) online portal for foreign investor. 
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