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The central bank will pursue a cautious policy stance with an aim to contain inflation, reduce exchange rate 

depreciating pressure and protect foreign exchange reserve. Recent MPS focuses on:  

 Keeping CPI inflation contained within the targeted ceiling of 5.50% and restrain pressure on devaluating 
exchange rate.   

 Supporting the economic recovery process, ensuring the necessary flow of funds to the economy’s 
productive and employment generating activities for long term growth.  

Policy Measures to Contain Inflation and Exchange Rate Pressures  

 The central bank has decided to increase its policy rate (repo rate), by 0.50% to 5.50% from 5.00%, while 
reverse repo rate remained unchanged at 4.00%. The increase of 50 basis points in the policy rate aims at 
addressing the pressures on the demand side to contain rising inflation and provide the necessary flow of 
funding to the important and productive industries to support supply-side operations. 

 BB’s monetary policy will formulate a new line of credit to minimize import dependency and save valuable 
foreign exchange reserve. Such initiatives will include creation of startup funds for import-substituting 
economic activities (particularly the industrial raw material like raw cotton, yarn, textile articles, fertilizer, 
etc), initiation of new low cost refinance scheme to enhance production of essential food items, expansion 
of credit guarantee scheme to expedite CMSMEs.  
 

 
 
 
 

Cautious policy stance with a tightening bias to control inflation and exchange rate pressures 
while assisting the economic recovery process to attain long-term economic growth. 
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Uncertainties and bearish outlook of the global economy and supply side bottlenecks will pose challenges in 

attaining monetary targets.  

 GDP growth target for FY’23 has been determined at 7.50%. The GDP growth rate target is expected to be 

achieved by facilitating credit growth in the productive sectors, opening of Padma Bridge leading to increase 

in business activities, continued government investment in the infrastructure projects, maintaining 

domestic demand and driving export & remittance growth. However, the rising import costs of commodities 

& capital equipment compelling manufacturers to lower output, potential supply chain bottlenecks owing 

to China’s zero Covid policy, ongoing Russian-Ukraine war hampering supply of major commodities & raw 

materials, likelihood of stagnation or recession in the major world economies are the major challenges 

Bangladesh will have to face in attaining its GDP growth target.  

 The inflation target for FY’23 has been declared at 5.5% in the Bangladesh National Budget. However, the 

depreciating currency, soaring commodity & energy prices in the global market and widening current 

account deficit will likely push the inflation well beyond the desired rate. 

 BB has decided to increase its repo rate by 50 basis points to 5.50% from its previous 5.00%. This is the 

second time Bangladesh Bank (BB) has raised repo rate after raising it by 25 basis points from 4.75% to 

5.00% in May earlier this year. BB has also lowered the target broad money growth and reserve money 

growth rates for H1’23 and H2’23 than those of H2’22. These initiatives are expected to stem the money 

flow to deal with demand side pressures.  

 BB has stated its intention to introduce a new refinance line of credit for import-substituting products. BB 

has also said it would increase LC margins for luxury goods, fruits, non-cereal foods, canned and processed 

foods etc. to dissuade their imports. These two policies are expected to drive down the import payments 

and improve the foreign currency reserve in the near term.  

 BB has kept the lending rate ceiling fixed at 9.0%. However, BB has stated it would take required policy 

actions if the higher inflationary and exchange rate pressures along with tight monetary condition leading 

to increasing cost of funds make maintaining the current lending rate ceiling challenging.  

 Recent floods in the north and northeastern part of the country could put further pressure on inflationary 

outcome and adversely affect growth outlook.  

 BB has lowered the private credit growth rate targets for H1’23 (13.60%) and H2’23 (14.10%) from the 

target private credit growth rate of H2’22 (14.80%). Target public credit growth rates for H1’23 (32.30%) is 

lower and H2’23 (36.30%) is higher than that of H2’22 (32.60%). Overall domestic credit growth rate targets 

for H1’23 and H2’23 are 16.70% and 18.20% respectively which was 17.80% for H2’22. However, private 

credit growth, public credit growth and overall domestic credit growth rate targets for both H1’23 and 

H2’23 are higher than the achieved (estimated) growth rates in H2’22. The stated objectives for the credit 

growth rate targets are to continue the implementation of mega projects and supply funds in productive 

sectors. However, focus on achieving the stated credit growth targets can inhibit the initiatives taken to 

contain inflation.  

Latest MPS will posit Negative to Neutral impact on Capital Market  

 Amid the rate hikes and inflationary pressures, capital markets across the world has experienced bearish 

trends in the recent months including the indices of Dhaka Stock Exchange.  

 Raising the repo rate by 50 basis points can posit liquidity pressure on the money market which may in turn 

adversely impact the liquidity scenario of capital market. However, due to fixed lending rate ceiling and 

existing negative Real Deposit rate, the adverse impact might not be as much.  
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 BB has taken several steps to stimulate the capital markets such as policy for adjustment of the overinvested 

amount made by the banks without reducing their portfolios, policy for portfolio based provision against 

diminishing value of investment instead of netting off individual instrument’s gain and loss, special 

provisioning policy for investment in mutual funds, special regulatory forbearance and accounting 

treatment for investment up to BDT 2.0 billion for each bank in the capital market, specifying the criteria 

for NBFIs shares, debentures, corporate bonds, mutual fund units, loans and fees to be considered as stock 

market investments etc. These initiatives of BB may have a positive impact on the institutional participation 

in the capital market.  

 Introduction of a universal pension system in the next fiscal year may direct a sizeable fund towards 

investment in the capital market.  

The aim of achieving high GDP growth rate while containing inflation will likely face hurdles amidst an uncertain 

global economic scenario and domestic economic challenges 

Bangladesh can be expected to continue its growth momentum owing to supportive monetary and fiscal policies, 

growing internal and external demand and almost full withdrawal of restrictions placed to contain Covid-19. 

However, attainment of macroeconomic outlook regarding inflation and GDP can face challenges from several 

factors such as prolonging of the Russia-Ukraine war, continuation of soaring global commodity and energy prices, 

widening current deficits along with depreciation pressure on exchange rate etc. The government may have to 

increase subsidies provided to key sectors such as fertilizers and fuels due to climbing prices in the global market 

which will create pressures on fiscal management. Recent floods in the north and northeastern part of the country 

has added to the already faced challenges to the stability and growth prospects of the Bangladesh economy. 

However, opening of Padma Multipurpose Bridge, the largest infrastructure project in the history of Bangladesh, 

may help Bangladesh to offset some of these pressing challenges.  
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Figure 1: Domestic Credit Growth 

Source: Bangladesh Bank 

Figure 2: Twelve Month Average Inflation  

Source: Bangladesh Bank 

Figure 3: Broad Money (M2) Growth 

Source: Bangladesh Bank Figure 4: Excess (above CRR and SLR) Liquid Assets  

Source: Bangladesh Bank 

Figure 5: Call Money and Policy Rate 

Source: Bangladesh Bank 

Figure 6: Interest Rate Spread 

Source: Bangladesh Bank 

Figure 7: Cumulative Export Growth 

Source: Bangladesh Bank 

Figure 8: Cumulative Import Growth 

Source: Bangladesh Bank 

Figure 8: Cumulative Remittance Growth 

Source: Bangladesh Bank 
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