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LDC graduation in 2026
Now that the government has made it
known that deferring the country's
graduation from Least Developed
Country (LDC) status is not in its
thinking, businesses should get the
message straight. For years,
policymakers, businesses, and
economists have deliberated on
strategies to mitigate post-
graduation difficulties. The primary
concern has always been the loss of
trade benefits and economic
preferences that LDC status
provides. After all these years
businesses in the country are still at
unease about the competitive
busihess landscape of the near
future.
ln a series of meetings held recently,
businesses have asked for deferment
of twotothreeyears to be able to \
better adjust with the open -field
competitive environment;This week
the president of the Dhaka Chamber
of Commerce and lndustry (DCCI)
urged upon the government to defer
Bangladesh's graduation from leastr
developed country (LDC) status for
at least 2 to 3 years considering the
prevailing global and local economic
challenges. He made the.
observations at a Focus Gioup
Discussion on "lmpletRentation of
the STS (Science and Technology "
Studies) for Smooth Transition from
LDC Status, jointly organised bythe
Support to Sustainable Graduation
Project (SSGP), Economic Relations
Division (ERD) and DCC|. On a similar
note, at a press briefing, the
president of the Bangladesh
Chamber of lndustries (BCt) asked,
the government to take steps for
deferment of the scheduled
graduation by at least three years.
LDC graduation, besides meeting the
critical requirements in terms of
clear economic indicators, means
that a country set to graduate is
believed to have overcome the
structural handicaps that warrant
specia I treatment from the
international community. The UN
classifies a country as an LDC if it has
per capita income of little over
S1,000 a year. A country with so low
per capita is perceived as
economically vulnerable and scores
badly on a range of human
indicators, including nutrition, child
mqltqlity and gp.rolment in schools.

,Sirice the,term.LpC was coined filC ' , ' .'
decades ago, only four countries
have graduated so far: Botswana
(1994), Cabo Verde (2007), the
Maldives (2Oll) and Samoa (2014).
For a country like Bangladesh
'branded'as an LDC since its
inception -- although much of its
growth and successes owe hugely to
its being termed so -- graduation is
indeed a winning post, a milestone
in tha rnrrntru'c l^---r-.* a-^^^-:-

Now, what are the main challenges
of graduation that have caused
worry among the businesses? To
start"with, Bangladesh would face
stiffer competition from rivals in
international trade, especially in
exporting, as graduation willcut '1
deeply into the preferential benefits
that the country currently enjoys
from well over forty tountries - the
EU being the!largest,prqvider
accounting for around 54 per cent of
the countryrs exports. Upon
graduation from the LDC league,
Bangladesh is likely to lose about
S2.7 billion in export earnings every
year. This is because exports will be
subjected to 6.7 per cent ad[itional
tariff as preferential duty benefits
from different countries and trading
partners will no longer be available.
At present, Bangladesh is a major
user of duty-free aird quota -free
.market access, with shipments
under this facilityaccounting for 72
per cent of the total exports.
Regional trade agreenlents and
bilateral initiatives cover about 90
per cent of the total exports, and
.thus preferential market access is of
special significance.
Furthermore, upon graduation,
products made in Bangladesh will
become more expensiqe. to buyers

and consumers in key export
markets. ln this contelt, it may be
recalled that according to the United
Nations Conference on Trade and
Development (UNCTAD),
Bangladeshrs exports may decline by
5.5 per cent to 7.5 per cent due to
preference erosion and exports
becoming costlier. No doubt,
preference eroiion in major
exporting countries will thus have

_,implications for export
corlpetitiveness and export
earn in gs,ilrdconseq uently, for G Dp
growth, employment generation and
poverty alleviation.
Beyond trade, the country will also
be hit when it comes to foreign aid.
Concessionary.financing from the
I nternational Development
Association, the part of the World
Bank that helps the world's poorest
countries, and multilateral
assistance with special benefits will
also not be available upon
graduation and attaining the
middle-income status. The benefit
of technical cooperation and other
forms'of assistance will also be I

affected. Concessional,borrowing is
another important area to be hit
hard. As per the WB criteria, if a
country's per capita income remains
above S1,400 for three consecutive

years, the rate of interest would
surge to about 2.0 per cent from
0.75 per ceht-a facility that
Bangladesh currently enjoys like all
other LDCs.

These difficulties were anticipated
years ago, and think tanks such as

!he Centre for Policy Dialogue (CPD)
have long been urging the

. government and private sector to
prepare for the transition. The
government, too, has taken some
steps to gradually reduce business
incentives to help business sectors
adjust to the post-LDC scenario.
Following its graduation,
Bangla$esh-will not be left in the
desert as there will be a transition
phase which will allow the existing
cushioning to continue for some
time-three years or so.
The t'overnment's decision seems to
be a step in the right direction, even
though challenges are likely to be
theie after graduation. In,a free-
trade world, facing competition
rather than remaining protected by
trade preferences is in the best of
interests of the country's trade and
commerbe as this will ultimately
strengthen the economy and
enhance our global competitiveness.
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graduation difficulties. The primary
concern has always been the loss of
trade benefits and economic
preferences that LDC status
provides. After all these years
businesses in the country are still at
unease about the competitive
business landscape of the near
future.
ln a series of meetings held recently,
businesses have asked for deferment
of two to three years to be able to
better adjust with the open-field
competitive environment. This week
the president of the Dhaka Chamber
of Commerce and lndustry (DCCI)
urged upon the government to defer
Bangladesh's graduation from least
developed country (LDC) status for
at least 2 to 3 years considering the
prevailing global and local economic
challenges. He made the
observations at a Focus Group
Discussion on "lmplementation of
the STS (Science and Technology
Studies) for Smooth Transition from
LDC Statusrr jointly organised by the
Support to Sustainable Graduation
Project (SSGP), Economic Relations
Division (ERD) and DCCI. On a similar
note, at a press briefing, the
president of the Bangladesh
Chamber of lndustries (BCl) asked.
the government to take steps for
defermbnt of the scheduled
graduation by at least three years.
LDC graduation, besides meeting the
criticalrequirements in termF of
clear economic indicators, means
that a country set to graduate is
believed to have overcome the
structural handicaps that warrant
special treatment from the
international community. The UN
classifies a country as an LDC if it has
per capita income of little over
$1,000 a year. A country with so low
per capita is perceived as
economically vulnerable and scores
badly on a range of human
indicators, including nutrition, child
mortality and gorolment in schools.
Sinte the term.LpC was coined five
decades ago, only four countries
have graduated so far: Botswana
(1994),Cabo Verde (2007), the
MaldiVes (2011) and Samoa (2014).
For a country like Bangladesh
'branded'as an LDC since its
inception -- although much of its
growth and successes owe hugely to
its being termed so -- graduation is
indeed a winning post, a milestone
in the country's long-term economic
and social development. But there
are challenges, some apparently
daunting, that the country will have
to take on squarely.

Now, what are the main challenges'
of graduation that have caused
worry among the businesses? To
start with, Bangladesh would face
stiffer competition from rivals in
international trade, especially in
exporting, as graduation will cut
deeply into the prefprential benefits
that the country curibntly enjoys
from well over forty countries - the
EU being the largest provider
accounting for around 54 per cent of
the country's exports. Upon
graduation from the LDC league,
Bangladesh is likely to lose about
S2.7 billion in export earnings every
ygar. This is because exports will be
subjected to 6.7 per cent additional
tariff as preferential duty benefits
from different coUntries and trading
partners will no longer be available.
At present, Bangladesh is a major
user of duty-free and quota-free
market access, with shipments
under this facility accgunping for 72
per cent of the total expqfts.
Regional trade agreements and
bilateral initiatives cover about 90
per cent of the total exports, and
thus preferential market access is of
special significance.
Furthermore, upon graduation*
products made in Bangladesh will 
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and consumers in key export
markets. In this context, it may be
recalled that according to the United
Nations Conference on Trade and
Development (UMCTAD),
Bangladeshrs exports may decline by
5.5 per cent to 7.5 per cent due to
preference erosion and exports
becoming costlier. No doubt,
preference eroSion in major
exporting counqies will thus have
implications for export
competitiveness and export
earnings, and consequently, for GDp
growth, employment generation and
poverty alleviation.
Beyond trade, the country will also
be hit when it comes to fordign aid.
Concessionary firiancing from the
I nternational Develof rpent
Association, the part df the World
Bank that helps the world,s poorest
countries, and multilateral
assistance with special benefits will
also not be available upon
graduation )nd attaining the
middle-income status. The benefit
of technicahcooperation and other
forms of assistance will also be
affected. Concessional borrowing is
another important area to be hit
hard. As per the WB criteria, if a
gountry's per capita income remains
above S1,400 for tttree consecutive

years, the rate of interest would
surge to about 2.0 per cent from
0.75 per cent-a facility that
Bangladesh currently enjoys like all
other LDCs.
These difficulties were anticipated
years ago, and think tanks such as
the Centre for policy Dialogue (CpD)
have long been urging the
government and private sector to
prepare fqr the transition. The
government, too, has taken some
steps to gradually reduce business
incentives to help business sectors
adjust to the post-LDC scenario.

' Following its graduation,
Bangladesh will not be left in the
desert as there will be a transition
phase which will allow the existing
cushioning to contique for some
time-three years or so.
The government's decision seems to
be a step in the right direction, even
thciugh challenges are likely to be
there after graduation. ln a free-
trade world, facing competition
rather than remaining protected by
trade preferences is in the best of
interests of the country,s trade and
comRrerce as this will ultimately
strengthen the economy and

.-,. enhance our global competitiveness.
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Trade competitiveness
rises as taka value falls

I

country got reduced to some extent and it was

lanuary
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Efforts on to bring,REER or real

effective exchange rate down to

100: BB official

,,.: Bangladesh's inflation higher than

trading partners' so exports

relatively less price-competitive,

says Df Zahid HusSain

Export growth could be much

higher with competitiveness fully
in place: Dr Masrur Reaz

Bangladesh's trade competitiveness on the
global market pises as the taka, which was

significantly overvalued against the US dollar
in January, reasonably depreciated in
February,
ln the past month of February, the real vqlue
of the local currency should have been Tl(

124.27, but the nominal value stood at Tk 122,

making it marginally,overvalu ed by Tk 2.27,

according to Bangladesh Bank calculations.
ln the previgus month,,f anuary 2025, the taka
was overvalued by Tk 3.67.
An overvalued currency negatively impacts
the country's trade competitiveness with

' international partners.
'The central bank calculates the real effective
exchange rate (REER) index that stood at
I 01.86 in February, d6wi fromJ O3.Ot in

January.
When adjusted using the exchange rate, the
r.eal exchange rate should be at Tk 124.27
agaanst one greenback.
Thetentral bank or Bangladesh regularly
up(ates the government on thqtnominal,
.nominal effectivb and real effective exchange
rates of the taka against an 1 8-currency
basket, which accounts for more than 85 per

cent of the country's trade.
ln economics, a REERvalue of100 suggests
trade competitiveness is balanced. Anyvalue
above 100 indicates an overvalued currenry,

JASIM UDDIN HAROON

making exports less

competitive.
Central bankers told the
that the inflation in the

one key reason behind the fall of the REER.

"Our efforts are being made to bring the REER

down to 100," sgid one of the BB officials.
He said Bangladesh's inflation rate is still
higher than that of its trading Partners, which
is a major reison for the currency's
overvaluation.
Earlier, during the tenure of Previou: central-
bank governorAbdur Rouf Talukder, the taka
was overvalued by Tk 6.0-7.0.
He says while overvalued currency impacts
export competitiveness, the situation has
improved overtime.
Dr Zahid Hussain, an independent economist,
says Bangladesh's inflation rate is higher
compared to its trading partners. "As a result,
our exports are relatively less price-
competitive."
He notes inflation in Bangladeshdropped to
some extent but the inflation in the countryrs
majortrading partners also edged down. "Such
drop in inf lation alsd impacts the REER. "
Bangladesh's inflation iate was nearly 9.32
per cent in February 2025, down by 0.62
percentage points from January,
lnflation in China, Bangladesh's largest trade
partner, fell into negative territory in
February, while in lndia, the second-largest
trade partner, was 3.6 per cent and Eurozone
rate 2.4 percent.
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Chairman and CEO of Policy Exchange Bangladesh Dr M.
Masrur Reaz emphasizes that an overvalued currency affects
trade corhpetitiveness, particularty in export"
He mentions that Bangladesh's exports grew 10.53 per cent
during Ju ly- February of qhe current fiscal year. " lt could have
been much higher if conipetitiveness was fully in place."
The Bangladesh taka, against the USD, depreciated by 3.28 per
cent duringJuly-February of FY25 compared to the
depreciation by 1.49 per cent during J uly-February of Fy24,
according to Bangladesh Bank statistics.
As arlimport-dependent country, Bangladesh relies on
imports for both domestic consumption and export
production. A sharp depreciation would significantly increase
import costs.
However, to modernize its exchange rate and monetary policy,
BangladeshBank introduced several reforms on December 3i'
2024. ;
The regulator introduced a Crawling peg Exchange Rate
System for the spot purchase and sale o] USD with a Crawling
PegMid Rate (CPMR) at TkI17.OO per USD in May 2024.
Scheduled banks are instructed to purchase and sell dollars
freely around the CPMR to both customers and interbank
buyeis since May2024.
Along the same line of intensions for modernizing exchange-
rate policy and monetary policy on 3l Decemb er IOUTBB 

-

launched a liewforeign-exchange intervention strategyfor
publishing daily reference benchmark based on weighied
average of freely quoted exchange rates in the market
fEnq.fiAn<
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,ASIMUDDIN HAROON country got reduced to some extent and it was

one key reason behind the fall ofthe REER.

"Our eiforts are being made to bring the REER

down to 100," said one of the BB officials.
He said Bangladesh's inflation rate is still
higher than that of its trading partners, which
is a major reason for the currencY's
overvaluation,
Earlier, during the tenure of previous central-
bank governor Abdur Rouf Talukder, the taka
was overvalued by Tk 6.0-7.0.
He says while overvalued currency impacts
export competitiveness, the situation has

improved over time,
Dr Zahid Hussain, an independent economist,
says Bangladesh's inflation,rate is higher
compared to its trading partners. rrAs a result,
our exports are relatively less price-
competitive."
He notes inflation in Bangladesh dropped to
some extent but the inflation in the country's
major t/ading partners also edged down. "Such
drop in inflation also impacts the REER."

Bangladesh's inflation ratewas nearly 9.32
per cent in February 2025, down by 0.62
percentage points fiom JanuqrY.
lnflation in CIina, Bangladesh's largest trade
partner, fell into negative territory in
February, while in lndia, the second-largest
trade partner, was 3.6 per cent and Eurozone

rate 2.4 per cent.
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,,'.; Efforts on to bring REER or real

effective exchange rate down to

100: BB official

,,.i Bangladesh's inflation higher than

trading partners' so exports

relatively less price-c0mpetitive,

says Dr Zahid Hussain

Bangladesh's trade competitiveness on the
global market rises as the taka, which was

significantly overvalued against the US dollar
in January, reasonably depreciated in

February.
ln the past month of February, the realvalue
ofthe local currency should have been Tk
124.27 ,but the nominal value stood at tk 122,

making it marginally overvalued by Tk 2.27,

according to Bangladesh Bank calculations.
ln the previous month, January 2025, the taka
was overvalued by Tk 3.67.
An overvalued currency negatively impacts
the country's trade competitiveness with
international partners. \
The central bank calculates the real effective
exchange rate (REER) index that stood at
101.86 in February, down from 103.01 in

January.
When adjusted using the exchange rate, the
rgal exchange rate should beatTk124-27
against one greenback.
The central bank or Bangladesh regulally
updates the government on the nominarl,

nominal effective and real effective exchange

rates of the taka against an 1 8-currency
basket, which accounts for more than 85 Per
cent of the countryrs trade.
li; economics, a REERvalue of 100 suggests

trade competitiveness is balanced. Any value
above 100 indicates an overrylued currency,

making exports less
Chairman ind CEO of Policy Exchange Bangladesh Dr M.competitive.

Central bankers told the FE Masrur Reaz emphasizes that angvervalued curency affects
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trade competitiveness, particularly'in export)
He mentions that Bangfdeshrs exports grew ,0.53 per cent
during,luly-Februaryof thecurrent fiscal ybar. "lt could have
beenrnuch highef if competitiveness was fully in place.',
The Bangladqsh taka, against the USD, depreciated by 3.28 per
cent during Jrily-February of FY25 compared to the
depreciation by 1.49 per cent dpringJuly-February of FY24,
according to Bangladesh Bank statistics.
As an import-dependent country, Bangladesh relies on
imports for both domestic consumption and export
production. A sharp depreciation would significantly increase
importcosts. ! . ,'.,
However, to modernize its exchange rate and monetary policy,
BangladeshB-ank introduced sqveral reforms on December 3i,
2024. , ^

The regulator introduced a Crawling Peg Exchange Rate
Systern for the spot purchase and sale of USD with a Crawling
Peg Mid Rate (CPMR) at TkI17.00 per USD in May 2024.
Scheduled banks are instructed to purchase and sell dollars
freely around the CPMR to both customqrs and interbank
buyers since May2024.
Along the same line of intensions for modernizing exchange-
rate policy and monetary policy on 3l Decbmber 2024 BB
launched a riew foreign-exchange intervention strategy for
publishing daily reference benchmark based on weighted
average of freely quoted exchange rates in the market
transactions.
ln addition, BB has.instrUcted authorised dealers to provide
information on all foreign-exchanBe transactions at and
above USD 100,000 twice a day and make the business day's
exchange rate visible to the customers on digital screen as well
as on their website.
Moreover, on 2nd January 2025, with the intension of
streamlining foreign- exchapge operations and eliminating
discriminatory currency practices the regulator introduceda
maximum allowable.spr,ead of one taka between buying and
selling rates for foreign currencies, with a uniform spot rate
irrespective of size of transactions.

j a s i mh a r oo n @y oh oo.co m

higher with cqmpetitiveness fully
in place: Dr Masrur Reaz
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more nrvtc
factories receive
LEET)

{

n
\hree more Bangladeshi garment manufacturing factories have

l._T^1*drd.:.d 
Leadership in E.nergy and Environriental Design

(LEED) certificates, with the countgr's"flMG sector further
cementing its position in the global mar'ketq-reports BSS.
The newly certified factories-Echotex Limitea, etit"L.rr.nt,
lndustries Ltd, and Euro Knit Spinn Ltd_have ail actrieved
Platinum certification, the highest level under the t_iiO r.atingsystem. .!
With these latest additions, the country now has 240 LEED_
certified factoriqs, including 98 witt, ptutin,tln certification
and 128 with Gold certification.
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Potato exports surge
crla

as prices plunge in
local market ;

B

Bangladesh

exported

24,000 tonnes

of potatoesln

the fifst eight

months of FY25
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Shipments

nearly

doubled

from the
previous

fiscal year

Half of the

exports
took
place in

February

alone

Farmers

are selling
potatoes below

the production

cost of Tk 1 4
per kg

Granola, Diamond-7,

and Majestic are the

most exported varieties

POTATO EXPORT

TRENDS
.Till 

March; ln tonnes

Since FY16, Bangladesh has

exported an average of 50,000
tonnes of potatoes annually
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Bangladesh's potato shipments nearly doubled in iust the first eight
months of this fiscal year as locally grown tubers became attractive to
buyers abroad after prices fell below farmers' production costs.

According to the Department of Agricultural Extension (DAE),

Bangladesh exported roughly 24,OOO tonnes of potatoes until March 15

of the current flscal year, almost double the quantity shipped across the
whole of FY24.

In February alone, potato exports reached around 12,OOO tonnes,
matching the total exports of the year prior.

That was a month when farmers, especially those
regions of the country, were compelled to sell their

in the northwest
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