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CHAPTER 1 

MACROECONOMIC SITUATION 

The Bangladesh economy has been able to maintain sustained economic growth. The 

economy grew at a rate of 7.86 percent in FY2017-18, satisfactorily up from 7.28 percent 

growth in FY2016-17. The per capita national income reached US$1,751 in FY2017-18, up 

by US$141 a year earlier. Continuing the declining trend since FY2013-14 year-on-year 

inflation in FY2017-18 slid down to 5.78 percent. With a growth rate of 14.78 percent 

revenue receipt in FY2017-18 also remained at satisfactory level. Exports registered an 

increase of 5.81 percent and import increased by 25.23 percent in FY2017-18. Remittances 

inflow rebounded by 17.33 percent. Due to deficits in the current account, the surplus in 

capital and financial account left the overall balance of the Balance of Payment (BoP) 

account in deficits. Despite deficit in BoP foreign exchange reserve still remained steady. At 

the end of 30 June 2018 foreign exchange reserve stood at US$32,916 million which is 

sufficient for maintaining 6 month import payment. During the period, exchange rate 

broadly remained stable. Private sector credit grew at 16.95 percent. The GDP under the 

Medium-Term Macroeconomic Framework (MTMF) has been projected to grow at the rate 

of 7.8 percent in FY2018-19 which is expected to be achieved through the implementation of 

prudent fiscal management, effective application of cautious monetary policy, appropriate 

management of expenditure, and sound implementation of the reform activities. 

Global Economy 

Global growth for 2018-19 is projected to 

remain steady at its 2017 level of 3.7 percent, 

but its pace is less vigorous than projected in 

April and it has become less balanced. 

Downside risks to global growth have risen 

in the past six months and the potential for 

upside surprises has receded. 

 

The downward revision reflects surprises that 

suppressed activity in early 2018 in some 

major advanced economies, the negative 

effects of the trade measures implemented or 

approved between April and mid-September 

as well as a weaker outlook for some key 

emerging market and developing economies 

arising from country-specific factors, tighter 

financial conditions, geopolitical tensions, 

and higher oil import bills. Beyond the next 

couple of years, as output gaps close and 

monetary policy settings begin to normalize, 

growth in most advanced economies is 

expected to decline to potential rates well 

below the averages reached before the global 

financial crisis of a decade ago. Medium-

term prospects remain generally strong in 

emerging Asia but subpar in some emerging 

market and developing economies, especially 

for per capita growth, including in 

commodity exporters that continue to face 

substantial fiscal consolidation needs or are 

mired in war and conflict. 

 

Among advanced economies, growth 

disappointed in the euro area and the United 

Kingdom. Slower export growth after a 

strong surge in the final quarter of 2017 
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contributed notably to the euro area 

slowdown. Higher energy prices helped 

dampen demand in energy importers, while 

some countries were also affected by political 

uncertainty or industrial actions. 

 

Aggregate growth in the emerging market 

and developing economy group stabilized in 

the first half of 2018. Emerging Asia 

continued to register strong growth, 

supported by a domestic demand-led pickup 

in the Indian economy from a four-year-low 

pace of expansion in 2017, even as activity in 

China moderated in the second quarter in 

response to regulatory tightening of the 

property sector and nonbank financial 

intermediation. 

 

Higher energy prices have lifted headline 

year-over-year inflation rates in advanced 

and emerging market and developing 

economies over the past six months. Core 

inflation—that is, excluding food and 

energy—remains below central banks’ 

targets in most advanced economies. Among 

emerging market and developing economies, 

excluding Venezuela’s hyperinflation, core 

inflation remains below the average of recent 

years but has inched up in recent months. 

 

Among advanced economies, core annual 

consumer price inflation in the United States, 

where unemployment hovers around multi-

decade lows, has exceeded 2 percent since 

March. Core inflation in the United Kingdom 

averaged slightly more than 2 percent in the 

first half of 2018, lower than last year, as the 

effects of the large sterling depreciation of 

2016–17 on domestic prices have gradually 

faded. 

In the euro area and Japan, core inflation 

remains weak at about 1 percent in the euro 

area and 0.3 percent in Japan. In the 

emerging market and developing economy 

group, core inflation remains contained at 

about 2 percent in China, where domestic 

demand has slowed in response to financial 

regulatory tightening. In India, core inflation 

(excluding all food and energy items) has 

risen to about 6 percent as a result of a 

narrowing output gap and pass-through 

effects from higher energy prices and 

exchange rate depreciation. 

 
Table 1.1: Overview of the World Output 
Growth Projections    
                   (Percent Change) 
 Actual Projection 
 2016 2017 2018 2019 
World Output 3.3 3.7 3.7 3.7 
Advanced 
economies 

1.7 2.3 2.4 2.1 

         USA  1.6 2.2 2.9 2.5 
         Euro Area  1.9 2.4 2.0 1.9 
         Japan  1.0 1.7 1.1 0.9 
Emerging Market 
and Developing 
Economics 

4.4 4.7 4.7 4.7 

Emerging and 
Developing Asia 

6.5 6.5 6.5 6.3 

         China 6.7 6.9 6.6 6.2 
         India 7.1 6.7 7.3 7.4 
Source: World Economic Outlook, October 2018, IMF. 
 
Table 1.2: Overview of World Inflation 
Projections     
                   (Percent Change) 
 Actual Projection 
 2016 2017 2017 2018 
Advanced 
Economies 

0.9 1.4 1.8 1.8 

         USA  1.1 1.9 2.3 2.1 
         Euro Area  0.7 1.1 1.5 1.6 
         Japan  0.3 -0.2 0.8 1.5 
Emerging Market 
and Developing 
Economics 

4.2 4.3 5.0 5.2 

Emerging and 
Developing Asia 

2.8 2.4 3.0 3.2 

Emerging and 
Developing Europe 

3.2 6.2 8.3 0.9 

Latin America and 
the Caribbean 

5.6 6.0 6.1 5.9 

Source: World Economic Outlook, October 2018, IMF. 
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Macroeconomic Scenario: Bangladesh 

Context 

Economic Growth  

According to the final estimate of BBS, GDP 

growth for FY2017-18 reached 7.86 percent, 

significantly higher than the growth of 7.28 

percent in the preceding fiscal year. Among 

the broad sectors of GDP, the contribution of 

agriculture and service sector to GDP slid 

down by 0.51 percentage point to 14.23 

percent and by 0.74 percentage point to 52.11 

percent which was offset by an increased 

share of industry by 1.24 percentage point to 

33.66 percent in relation to the preceding 

year. 

During the period broad agriculture sector 

registered a growth of 4.19 percent, up by 

1.22 percentage point compared to the 

previous year due to the better performance 

of most of its sectors and sub-sectors. Crop 

and horticulture grew to 3.06 percent, 2.10 

percentage point higher than the previous 

year. Animal farmings sub-sector progressed 

than the year before, but ‘forest and related 

services’ sub-sector declined. Fishing sector 

similarly grew at a rate of 6.37 percent, 0.14 

percentage point higher than the previous 

year.  

In FY2017-18, broad industry sector grew by 

12.06 percent, higher than the growth of 

10.22 percent in the previous year. In broad 

industry sector, the growth of mining and 

quarrying sector declined to 7.00 percent in 

FY2017-18 from 8.89 percent in FY2016-17. 

In contrast, manufacturing sector, ‘electricity, 

gas and water supply’ sector and construction 

sector experienced a growth of 13.40 percent, 

9.19 percent and 9.92 percent respectively. 

Of the manufacturing sector, large and 

medium-scale manufacturing sector grew at a 

pace of 14.26 percent compared to the 

growth of 11.20 percent in the preceding year 

but small scale manufacturing sector 

exhibited a growth of 9.25 percent, slightly 

lower than FY2016-17. Of the ‘electricity, 

gas and water supply’ sector electricity and 

gas sub-sector registered a faster growth in 

relation to the previous year.  

In FY2017-18 broad service sector grew by 

6.39 percent, down by 0.30 percentage point 

a year earlier. Among the broad service 

sector, wholesale and retail trade, hotel and 

restaurants, real estate, renting and business 

activities and community, social and personal 

services performed better than the year 

before, but some other sectors such as 

transport, storage and communication, 

financial intermediation, public 

administration and defence, education, health 

and social works exhibited slightly lower 

pace of progress. 

Continuing the upward trend per capita GDP 

of Bangladesh reached US$1,675 in FY2017-

18 from US$1,544 a year earlier. Likewise, 

per capita national income increased to 

US$1,751 in FY2017-18, US$141 higher 

than the previous year as per the final 

estimates of BBS.  

Savings and Investment 

During FY2017-18, domestic savings 

reached 22.83 percent of GDP, down by 2.50 

percentage points from the previous year. 

During the same period, national savings as 

percent of GDP declined to 27.42 percent 

from 29.64 percent. 
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On the other hand, investment in FY2017-18 

increased to 31.23 percent of GDP, up by 

0.72 percentage point from the preceding 

fiscal year. Of this, the share of private 

investment stood at 23.26 percent of GDP, 

slightly higher than the previous year and 

that of public investment augmented to 7.97 

percent of GDP, moderately higher than the 

previous fiscal year (7.41% of GDP). 

Inflation  

From the beginning of FY2013-14 a 

downward trend has been observed in year-

on year inflation. Starting from 7.35 percent 

in FY2013-14 year-on-year inflation declined 

to 5.44 percent in FY2016-17 but slightly 

increased to 5.78 percent in FY2017-18. 

Satisfactory domestic production, favorable 

domestic environment, low budget deficit 

and prudent monetary policy coupled with 

low fuel and commodity prices in the 

international markets contributed to such 

sliding of overall inflation.  

Following downward trend food inflation 

declined from FY2013-14, but in FY2016-17 

and FY2017-18 shifting the direction it 

upturned to 6.02 percent and 7.13 percent 

respectively. On the other hand, with an 

upward inclination since FY2013-14, non-

food inflation shot up but after that it came 

down to 4.61 percent in FY2016-17 and 3.74 

percent in FY2017-18. 

Fiscal Sector  

Revenue Mobilisation 

In FY2017-18 satisfactory growth has been 

achieved in revenue receipts. During this 

period, revised target for revenue receipt was 

set at Tk.2,59,454 crore (11.53% of GDP), of 

which tax revenue from NBR sources was 

marked at Tk.2,25,000 crore (10.00% of 

GDP), tax revenue from non-NBR sources at 

Tk.7,500 crore (0.33% of GDP) and non-tax 

revenue at Tk.26,953 crore (1.21% of GDP). 

Against these targets as per the provisional 

estimates of Integrated Budget and 

Accounting System (iBAS++), tax revenues 

received during the concerned year amounted 

to Tk.2,01,596 crore,  up by 17.45 percent 

from the previous year. Non-tax revenues 

reduced by 4.15 percent to Tk.22,326 crore 

from Tk.22,994 crore during the same period. 

Attaining 89.35 percent of the revised target, 

total revenue receipt in FY2017-18 increased 

by 14.38 percent to Tk.2,31,829 crore over 

the previous year outturn. 

During FY2017-18 tax revenue receipts from 

NBR sources amounted to Tk.2,01,596 crore 

which was 17.29 percent higher than the 

previous year’s receipt. Among the NBR 

sources of revenue, taxes on income and 

profit increased by 15.50 percent, Value 

Added Tax (VAT) 17.77, supplementary 

duties by 20.42 percent and import duties by 

18.10 percent.  

Similarly, during this period tax revenues 

from Non-NBR sources increased from 

Tk.6,298 crore to Tk.7,042 crore registering a 

growth of 11.81 percent. Revenues received 

from the sale of non-judicial stamp played a 

vital role in uplifting non-NBR tax revenues. 

On the other hand, the most contributory 

sources for the rise in non-tax revenue were 

receipts from administrative fees.  

Government Expenditure 

As per the revised budget, the expenditure for 

FY2017-18 has been targeted at Tk.3, 71,495 
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crore (16.51% of GDP) of which recurrent 

expenditure has been set at Tk.2,23,114 crore 

(9.91% of GDP)  and Annual Development 

Programme (ADP) expenditure has been 

fixed at Tk.1,48,381 crore (6.59% of GDP). 

As per the iBAS++ provisional data, the total 

expenditure in the reporting year rose by 

19.49 percent to Tk.3,21,107 crore (14.27 

percent of GDP) over the previous year 

outturn. The total expenditure under recurrent 

budget (including development capital 

expenditure and development programme) 

increased by 19.32 percent to Tk.2,21,014 

crore in FY2017-18 from Tk.1,85,230 crore 

in FY2016-17. However, according to IMED 

ADP expenditure increased by 40.91 percent 

to Tk.1,41,492 crore in FY2017-18 from 

Tk.1,00,414 crore in FY2016-17.  

Budget Balance and Financing 

In the revised budget of FY2017-18, budget 

deficit has been estimated at Tk.1,07,584 

crore which is 4.78 percent of GDP. Of this 

deficit,   Tk.41,567 crore will be financed 

from external sources (including foreign 

grant) and Tk.66,017 crore will be backed by 

domestic sources. As per preliminary data of 

iBAS++, the budget deficit stood at 3.96 

percent of GDP (excluding grants) in 

FY2017-18, of which 3.68 percent was 

financed from domestic sources and the 

remaining 0.28 percent from external 

sources.  

Monetary and Financial Sector 

Monetary Policy and Monetary 

Management 

Monetary Policy stance for FY2017-18 was 

formulated with the target of keeping 

inflation below 6 percent as well as attaining 

GDP growth rate at 7.4 percent. At the first 

half of the fiscal year export growth 

remained moderate, import growth was 

strong and private sector credit growth 

remained uptrend, and constraint to 

infrastructure development was also eased to 

some extent. On the whole, strong domestic 

demand and investment activities, aided by 

strong private sector credit growth and 

increased inflows from exports, remittances, 

FDI inflows and medium and long-term 

foreign loans contributed GDP to grow 

robustly. Broad money (M2) and Reserve 

Money (RM) were projected at 13.30 and 

12.00 percent subsequently and considering 

swelling of liabilities from import payments, 

Net Foreign Asset (NFA) was projected at 

nearly zero percent (0.1%) at the 2nd half of 

monetary policy stance. From the latest 

available data, broad money growth stood at 

9.24 percent during FY2017-18 which was 

10.88 percent in FY2016-17. Broad money 

growth slowed down due mainly to negative 

growth in NFA. It can be noted that NFA 

decreased by 0.86 percent during FY2017-

18, while it was increased by 14.40 percent in 

the same period of the previous fiscal year. 

However, private sector credit experienced a 

robust growth of 16.95 percent during 

FY2017-18, above the target level of 16.8 

percent emanated from strong domestic 

demand and investment activities. Net 

Domestic Assets (NDA) as well as domestic 

credit also experienced a strong growth in 

FY2017-18 due mainly to increase in private 

sector credit growth. NDA grew by 12.84 

percent during FY2017-18 compared to 9.68 

percent increase in the same period of 

previous fiscal year. 
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Domestic Credit  

The growth of domestic credit stood at 14.71 

percent in FY2017-18 compared to 11.16 

percent in FY2016-17. Of which private 

sector credit growth stood at 16.95 percent in 

FY2017-18 against 15.66 percent of the 

previous fiscal year. Net credit to the 

government decreased by 2.52 percent at the 

end of June 2018 compared to 14.78 percent 

decrease in the previous year. In FY2017-18, 

the share of government (excluding others 

public sector) and private sector credit to 

total domestic credit stood at 9.29 percent 

and 88.83 percent respectively.  

Interest Rate 

The weighted average lending rate of 

commercial banks increased to 9.95 percent 

at the end of June 2018 from 9.56 percent of 

end June 2017. Similarly, the deposit rate 

increased to 5.50 percent in June 2018 from 

4.84 percent in the same period of previous 

year. The interest rate spread slightly 

decreased to 4.45 percent at the end of June 

2018 from 4.72 percent of June 2017 as well.  

Capital Market 

The total number of listed securities in Dhaka 

Stock Exchange has increased from 563 in 

June 2017 to 572 in June 2018. At the end of 

June 2018 total issued capital of all listed 

securities stand at Tk.1,21,966.51 Crore, 

which was Tk.1,16,551.08 Crore in June 

2017, registering 4.65 percent growth. Total 

Market Capitalization of all listed securities 

was Tk.3,80,100.10 Crore in June 2017, 

which stands at Tk.3,84,734.78 Crore in June 

2018, representing 1.22 percent increase. 

DSE board Index (DSEX) on 28 January 

2013 where the first day closing was 

4,090.47 points which reached highest points 

at 6,336.88 in 26 November 2017. 

On the other hand, at the end of June 2018, 

the total number of listed securities in 

Chattogram Stock Exchange is 312. At 30th 

June 2018, issued capital of all securities is 

6,54,059.10 million BDT which was more 

than 7.82 percent from June 2017. Towards 

the end of 30th June 2018, Market 

Capitalization of CSE 3,123.52 Billion BDT 

which was increased 0.33 percent from the 

last fiscal year. CSE All Share Price Index 

was 16,558.50 at the end of 30th June 2018 

which was 15,580.37 in the end of June 

2017. 

External Sector 

Export 

Country's export earnings stood at US$ 

36,668 million in FY2017-18, which is 5.81 

percent higher than the export earnings (US$ 

34,656 million) of FY2016-17. During the 

year under report, export earnings increase 

due mainly to increases of export of 

agricultural product, ceramic products, 

handicraft, cotton and cotton products, 

knitwear, home textile, jute goods, chemical 

products, woven garments etc. Data on 

category-wise exports earnings in FY2017-18 

shows that export earnings from agricultural 

product and ceramic products have increased 

by 38.55 percent and 32.70 percent 

respectively over the last fiscal year, 

followed by handicraft products (15.26%), 
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cotton and cotton products (14.03%), 

knitwear  (10.40%), home textile (9.95%), 

jute goods (9.48%), chemical products 

(7.66%), woven garments (7.18%), 

specialised textile (3.67%) and footwear 

(1.33%). On the other hand, export earnings 

decreased mainly in terms of petroleum by 

product (86.18%), engineering products 

(48.32%), tea (38.03%), plastic product 

(15.79%), leather and leather goods 

(12.03%), raw jute (7.24%) and frozen food 

(3.42%). 

 Import 

Country's total import payments (c&f) stood 

at US$58,865 million in FY2017-18, which 

is 25.23 percent higher than the import 

payments of US$47,005 million of the 

preceding year. In terms of value of total 

imported commodities, China secured the 

first position for our import in FY2017-18. 

During this period 27.07 percent of the total 

imported commodities came from China. 

India was the second largest source of import 

(15.19%) while Japan held the third position 

(4.11%).     

Overseas Employment and Remittance 

A significant portion of domestic labor force 

is employed in the Middle-East and many 

other countries of the world. In spite of 

decreasing the migration rate, Bangladesh 

has earned huge amount of remittances in 

FY2017-18. About 8.8 lakh Bangladeshi 

employees went abroad in quest of jobs in 

FY2017-18, which was 2.8 percent lower 

than the previous year. Bangladesh achieved 

remittances of US$14,981.69 million in the 

FY2017-18 which was 17.32 percent higher 

than US$12,769.5 million in the FY2016-17. 

Balance of Payments (BoP) 

Trade Deficit has increased significantly at 

US$18,258 million in the FY2017-18 

compared to US$9,472 million in FY2016-17 

due to high import payments. In addition, 

Service account and Primary income account 

deficit also increased significantly by 

39.11percent and 27.91 percent respectively. 

But the Secondary income account surplus 

increased by 16.13 percent in FY2017-18 

compared to previous year due to the high 

growth of workers’ remittances. The 

financial account achieved a surplus of 

US$9,076 million as compared to US$4,247 

million in FY2016-17. The overall balance 

recorded the deficit of US$885 million in 

FY2017-18 due to higher deficit of US$9,780 

million of current account balance.   

Foreign Exchange Reserve 

Bangladesh Bank maintained stability in 

retaining foreign exchange reserves. The 

gross foreign exchange reserves of 

Bangladesh Bank had reached US$32,916 

million at the end of June 2018 mainly due to 

higher growth of import payment. Foreign 

exchange reserves reached to 32,078.6 

million US$ on July 2018 

Exchange Rate 

The weighted average inter-bank rate stood at 

Tk.82.10 per US$ in FY2017-18, which was 

Tk.79.12 per US$ in FY2017-18, resulting in 

a depreciation of 3.77 percent.  

Reform Initiatives in Macroeconomic 

Management 

A number of reform activities were 

undertaken during FY2017-18 in order to 
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ensure a stable macroeconomic situation. 

Some of these are mentioned below:  

Tax Revenue Mobilisation 

 Administrative reforms were proposed in 

the budget of 2016-17 which was to be 

implemented within June 2018 

(A) Establishment of Central Source Tax 

Unit to improve the management of 

source tax. 

(B) Introduction of Electronic Source Tax 

System. 

(C) Establishment of appropriate numbers 

of Source Tax Monitoring Areas under 

Central Source Tax Unit.   

 Establishment of modern and technical-

oriented Tax Information Unit which 

would automatically get the tax 

information through inter-connectivity 

with other systems and work to identify 

tax evasion and tax evaders. 

 Establishment of a suitable administrative 

structure for International Tax 

Management to resist international tax 

evasion and money laundering and to 

recover applicable tax to laundered 

money. 

 ‘Value Added Tax Act, 1991’, ‘Value 

Added Tax Regulations, 1991’ and 

Circulars and Orders issued under those 

act and regulation have been amended and 

replaced. 

  ‘Value Added Tax Act’ and regulations 

under the act have been simplified. 

 Online VAT Registration has been made 

compulsory and software has been 

developed for online VAT submission. 

Budget Management 

 The assessment of the key performance of 

the ministries/divisions/agencies is going 

on. To enhance the institutional capacity 

of the ministries/divisions/agencies 

training and monitoring activities are also 

continuing.  

 To strengthen the budget planning and 

budget management process the Integrated 

Budgeting and Accounting System has 

been upgraded to iBAS++.  

 The revised Budget Account 

Classification Structure (BACS) in line 

with international norms has been 

finalized. This coding system will play a 

stronger role in managing the public 

expenditure system more efficiently. 

 To have a clear idea about the position of 

the country in public financial 

management in relation to international 

standards, Public Expenditure and 

Financial Accountability (PEFA), 2015 

assessment has been completed. On the 

basis of it the Public Financial 

Management Strategy, 2016-2021 has 

been finalized. 

Annual Development Program (ADP) 

Implementation  

 To ease procedural complications in 

project approval process a project titled 

‘Implementation of Digital ECNEC 

Project’ is going on.  
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 Electronic Government Procurement or e-

GP system has been initiated to 

institutionalise government procurement 

process on-line. Mobility and transparency 

in government procurement process is 

expected to be ensured through the 

institutionalisation of this new system.  

 

Money and Financial Market Reforms 
 

In order to improve the standards of existing 

banks of Bangladesh to international level 

through competitive management and to 

stabilise and strengthen the financial base of 

the overall banking system, a number of 

initiatives including restructuring of money 

and financial market have been taken by 

Bangladesh Bank and the implementation of 

the same is going on.  

 In order to strengthen the Asset-Liability 

management of the banks and its liquidity 

position, two new statements namely 

‘Wholesale Borrowing’ and 

‘Commitment Limit’ have been 

introduced in light of Asset-Liability 

Management Guidelines issued by 

Bangladesh Bank in March 2016. 

  

 Bank’s exposure (in the form of loans & 

advances, deposit or in any other form) 

with financial institutions is under strict 

monitoring process. 

 

 With a view to strengthening the financial 

indicators of the banking industry such as 

capital base, Liquidity condition, 

Interbank dependency, LCR & NSFR as 

per Basel-III requirement and to ensure 

harmonious advance growth in line with 

deposit growth, ADR/IDR ratio has been 

revised.  

 

 Bank's investment in commercial paper is 

being monitored in quarterly basis. 

Capital Market 

 ‘Bangladesh Securities and Exchange 

Commission (Market making) Act, 2017’ 

has been formulated. 

 ‘Bangladesh Securities and Exchange 

Commission (Public Issue Investment 

Education Development and Training) 

Act, 2016’ has been amended. 

Short and Medium Term Prospect of 

Bangladesh Economy 

The Medium-Term Macroeconomic 

Framework (MTMF), 2019-2021 envisaged 

the macro-economic and fiscal indicators for 

the budget year and the projection of two 

outer fiscal years. Based on the prospects and 

potential risks in global and domestic 

economic context, GDP, under MTMF, has 

been projected to grow at an average rate of 

7.6 percent over short and medium term and 

predicted to attain a growth of 8.2 percent in 

FY2020-21. Investment as percent of GDP is 

expected to increase to 33.5 percent in 

FY2018-19 from 31.5 percent in FY2017-18. 

If this trend continues investment is likely to 

be 35.3 percent of GDP in FY2020-21, of 

which the investment of private and public 

sectors is expected to be 26.2 percent and 9.0 

percent of GDP respectively.  

The achievement of the growth targets as set 

in the MTMF is contingent upon the success 

of certain reform programmes of the 

Government. Enhancement of productivity 
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with particular attention on education, health, 

Information and Communication Technology 

(ICT) and development of physical 

infrastructures like power, energy, 

communication, transportation in a 

coordinated way are very important in this 

context. The Government has been 

implementing a wide range of activities in 

this regard, particularly to encourage private 

investment by reducing infrastructure 

constraints and creating ample opportunities 

for them. The success of these initiatives will 

dictate the extent to which the targets 

envisaged in MTMF will be fulfilled.  

For the sustained growth in agriculture, the 

government’s supports for expanding 

technology, diversifying crops, extending 

production of non-seasonal crops along with 

the seasonal ones, innovating new variety of 

salinity tolerant seed and high yielding 

variety of paddy and jute, providing subsidy 

and agricultural credit, ensuring 

uninterrupted power supply for irrigation and 

extending assistance to agro-based industries 

are indispensable. These sorts of supports are 

expected to continue in the coming years 

also.  

The government has been trying relentlessly 

to overcome the infrastructural and energy 

constraints. In the face of increasing demand 

for electricity, the government is 

implementing its plan of increasing 

electricity generation capacity to 24 thousand 

MW by 2021. In this context, initiatives have 

been taken to import Liquefied Natural Gas 

(LNG) and to explore new gas fields. To 

remove the bottlenecks of infrastructural 

paucity the government is prioritising 

integrated development of roads, rail and 

water ways. To expedite economic 

development as well as industrialisation 

establishment of 100 special economic zones 

by the next 15 years is in progress. 

Establishment of 79 economic zones has 

already been approved, of which 56 will be 

established under government initiatives and 

the rest will be built under private edges. In 

addition, to speed up the implementation of 

the growth enhancing transformational 

projects including the Padma Bridge project, 

special fund has been allotted in the national 

budget.  Successful implementation of these 

projects is expected to play a significant role 

in promoting economic growth.  

In the MTMF the revenue target for FY2018-

19 has been set at 13.40 percent of GDP 

which is 1.8 percentage points higher than 

the revised target for FY2017-18. Revenue is 

projected to scale up to 13.8 percent and 14.2 

percent of GDP in the following two years. 

Continuation of legal, procedural, structural 

and administrative reforms as before, proper 

implementation of the new Value Added Tax 

and Supplementary Duty Act, 2012, 

execution of alternative dispute resolution 

and automation of all customs houses will 

augment revenue mobilisation to the desired 

level.  

With the estimation of the government 

expenditure at 16.6 percent of GDP in the 

revised budget for FY2017-18, MTMF has 

projected the same as a percent of GDP at 

18.4 percent in FY2018-19, 18.8 percent in 

FY2019-20 and 19.2 percent in FY2019-20. 

Of this, expenditure on Annual Development 

Programme is estimated to reach 6.8 percent 

of GDP in FY2018-19, 7.1 percent in 

FY2019-20 and 7.2 percent in FY2020-21 
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from 6.6 percent in FY2017-18 (revised). 

Channeling necessary funds for the 

implementation of the mega projects of the 

Government is likely to increase the outlay of 

ADP. 

As per the revised budget of FY2017-18 the 

overall budget deficit has been anticipated to 

remain within 5.0 percent of GDP, 60 percent 

(3.0% of GDP) of which will be financed by 

domestic sources and the rest will be backed 

by external sources. Of the domestic 

financing, one-third (0.9% of GDP) will 

come from the banking sector as credit and 

the rest (2.1% of GDP) will be collected from 

non-banking sources, particularly from 

selling of savings certificates. Gradually 

dependence on savings certificates for deficit 

financing is planned to be reduced. In the 

succeeding 3 years budget deficit is expected 

to stay around 5.0 percent of GDP. In recent 

years the role of banking sector in financing 

budget deficit has been weakened owing to 

the high revenue receipt from the sale of 

savings certificates due to their high interest 

rate. However, in order to facilitate the 

private investment the government has taken 

endeavours to rationalise interest rate which 

is likely to make it possible to meet the 

budget deficits as per the targets set in 

MTMF. 

The government has been pursuing cautious 

monetary policy stances to maintain 

macroeconomic stability and to keep 

inflation in check. The inflation in FY2017-

18 is projected to be 5.80 percent. While 

setting MTMF targets, it has been anticipated 

that inflation will slide down to 5.60 percent 

and will stay around there over the 

subsequent three fiscal years. Moreover, it is 

expected that through consistent increase in 

food production, uninterrupted supply of 

essential commodities, adequate monitoring 

of the market system and ensuring food 

security the government will be able to keep 

food inflation under control.  

Considering the growth targets and expected 

inflation in medium term, MTMF has 

projected the year-on-year growth of broad 

money within 14-15 percent, while keeping 

the private sector credit growth around 16.80 

percent. GDP growth is expected to be 

achieved if the flow of loan continues as 

above.  

In setting MTMF targets it has been 

predicted that both exports and remittances 

will regain their firm position. Despite the 

falling trend of these two indices in the short 

term, the pace of the economy is not likely to 

be interrupted due to the existence of 

domestic demand.   

The concerted efforts on exploring new 

labour markets and intensive diplomatic 

initiatives to increase expatriate employment 

and various initiatives of the government 

including providing training to create skilled 

manpower are expected to contribute to the 

upscaling of remittance and exports.  

In FY2017-18 expenditure on imports was 

also estimated to increase. Around 70-75 

percent of imports of Bangladesh are 

essential goods (industrial raw materials, 

capital equipment and fuel oil etc.). In 

medium term, import expenditure has been 

projected to increase by 14 percent.  

In medium term, Current Account Balance 

(CAB) has been projected to be in deficit and 

by the end of FY2020-21 it has been 
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estimated to reach 2.00-2.40 percent of GDP. 

Due to the rises in foreign direct investment 

as well as in Medium and Long Term (MLT) 

credit inflows a surplus in capital and 

financial accounts is expected. As a result, 

overall balance will be in surplus which will 

maintain the stability of exchange rate and 

keep the foreign exchange reserve at 

satisfactory level.  

The goal of maintaining macroeconomic 

stability together with attaining targeted GDP 

growth rate and inflation will be realised if 

the implementation of prudent fiscal 

management, application of cautious and 

effective monetary policy, appropriate 

management of expenditure, sound 

implementation of the reform activities can 

be done properly. Table 1.3 highlights the 

projection of key macroeconomic indicators 

during FY2018-19 to FY2020-21. 
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Table 1.3: Medium Term Macroeconomic Framework, FY2018-19 to FY2020-21: Key Indicators 

Indicators 2013-14 2014-15 2015-16 2016-17 2017-18 2017-18 2018-19 2019-20 2020-21 

 Actual Budget 

 

Revised 

Budget 

Projection 

 

Real Sector  

Real GDP growth (%) 6.1 6.6 7.1 7.3 7.4 7.7 7.8 8.0 8.2 

CPI Inflation (%) 7.4 6.4 5.9 6.3 5.5 5.8 5.6 5.6 5.5 

Investment (% GDP)  28.6 28.9 29.7 30.5 31.9 31.5 33.5 34.4 35.3 

     Private 22.0 22.1 23.0 23.1 23.3 23.2 24.8 25.5 26.2 

     Public 6.6 6.8 6.7 7.4 8.6 8.2 8.7 8.9 9.0 

Fiscal Sector (% of GDP) 

Total Revenue 10.5 9.6 10.0 10.2 13.0 11.6 13.4 13.8 14.2 

Tax Revenue 8.6 8.5 8.8 9.1 11.5 10.4 12.1 12.5 12.9 

Of which NBR Tax 

Revenue 

8.3 8.2 8.4 8.7 11.2 10.1 11.7 11.9 12.3 

Non-Tax Revenue 1.8 1.1 1.2 1.2 1.4 1.2 1.3 1.3 1.3 

Public Expenditure 14.0 13.5 13.8 13.7 18.0 16.6 18.4 18.8 19.2 

  Of which ADP 4.1 4.0 4.6 4.2 6.9 6.6 6.8 7.1 7.2 

Overall Balance -3.6 -3.9 -3.8 -3.4 -5.0 -5.0 -5.0 -5.0 -5.0 

Financing  3.6 3.9 3.8 3.4 5.0 5.0 5.0 5.0 5.0 

Domestic Financing 2.8 3.4 2.9 2.8 2.7 3.0 3.5 3.5 3.4 

External Financing 

(net) 

0.7 0.5 0.9 0.4 2.3 2.1 1.5 1.6 1.6 

Money and Credit (Year-on-year % change) 

Domestic Credit 11.6 10.0 14.2 11.2 16.8 15.8 15.6 17.3 18.6 

Credit to the Private 

sector 

12.3 13.2 16.8 15.7 16.5 16.8 16.5 16.7 16.9 

Broad Money 16.1 12.4 16.3 10.9 15.6 13.3 14.6 14.8 14.9 

External Sector (% Change) 

Export, f.o.b 12.1 4.8 7.2 1.7 11.0 9.00 10.0 11.0 12.0 

Import, f.o.b 8.9 11.3 -2.0 9.0 12.0 18.0 13.0 14.0 14.0 

Remittance -1.6 8.5 -3.9 -14.4 5.0 15.0 13.0 14.0 14.0 

Current Account 

Balance 

(% GDP) 

0.8 0.2 1.9 -0.2 -0.6 -1.8 -2.00 -2.3 -2.4 

Gross Foreign 

Exchange Reserves 

(Billion US$) 

21.5 25.8 30.2 33.4 36.8 33.5 33.3 32.8 32.2 

Forex. Reserve in the 

month of Import  

5.9 6.6 7.8 8.0 7.2 6.8 6.00 5.2 4.5 

Memorandum Item 

GDP at current market 

prices (Billion Tk.) 

13437 15158 17329 19758 22236 22385 25378 28859 32905 

Source: Finance Division, Ministry of Finance.  


