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Credit growth dips 

Private sector credit growth bucked its upward trend in May and 
declined 0.2 percentage points to 16 percent. Banking sector 
liquidity declined 11.15 percent from December last year to Tk. 
111910 crore in March due to growing credit growth, according to 
data from the central bank. The state banks have highest excess 
liquidity due to low credit growth and lack of efficiency and 
default loans, said a senior executive of a state-owned bank. Of the 
total excess liquidity, about 57 percent or Tk. 63,460 crore belongs 
to state banks. Private commercial banks have Tk. 35,520 crore. MA 
Halim Chowdhury, managing director of Pubali Bank, attributed 
banks should focus on loan recovery instead of disbursement. On 
the other hand Mohammed Nurul Amin, managing director of 
Meghna Bank said, increased SME loan and consumer financing 
contributed mostly to the surge in credit growth in the last few 
months.     

 

SME loan disbursement increased about 22 percent to Tk. 141,935 
crore from a year earlier. As of December last year, consumer 
financing stood at Tk. 55,971 crore, up 14.2 percent year-on-year. 
Consumer loan saw a faster growth due to the falling lending rate, 
said a senior official of a private bank. In April, the weighted 
average lending rate came down to 9.52 percent, according to data 
from the Bangladesh Bank. Industrial term loan registered a 9.8 
percent year-on-year growth to Tk. 19,575 crore in the October-
December period of last year. 

 
 

 

 

  

 Stock Market Indices 

Index 31-Jul-2017 30-Jun-17      Change 

DSEX 5,860.65 5656.05        3.62% 

CSCX 10960.203 10591.371        3.48% 
 

 

  

 Currency Market 

Pair 31-Jul-17 30-Jun-17     Change 

BDT/USD 80.6441 80.46     -0.23% 

GBP/USD 0.76 0.77     -1.62% 

EUR/USD 0.85 0.88      -3.95% 

JPY/USD 110.29 112.38      -1.86% 
 

 

  

 Commodities 

 
31-Jul-17   30-Jun-17 

Brent (US$/bbl) 50.17      48.89 

Gold (US$/troy ounce; LBMA) 1266.35     1243.25 

Copper  

(US$/tonne; LME) 6346       5907 

Aluminium (US$/tonne; LME) 1903       1908 
 

 

Please follow the below link to get the pdf version of the bulletin: 

 

IDLC - BDRAL SME Survey 

SME Financing in Bangladesh: Access to Finance and its Challenges 

 

The Bangladesh Rating Agency Ltd. (BDRAL) and IDLC Finance Ltd. 

jointly conducted a survey on SME entrepreneurs to encompass the 

overall picture of SME financing in Bangladesh which would be helpful 

to devise a better strategy down the road and ensure customer 

satisfaction. The research output was published in IDLC Business 

Monthly  Review (April 2016 issue). The copy of the article could be 

accessed by clicking: 

http://idlc.com/business_review/Monthly%20Business%20Review%20-

%20April%202016.pdf [Page 14-17] 

 

  

 Credit Rating Section 

What is SME Credit Rating?  

SMEs are an important source of investment, employment, 

entrepreneurship and innovation. A vibrant SME sector leads to a vibrant 

economy. However, in developing countries, SMEs find it difficult to 

access finance, even at a high cost. 

http://idlc.com/business_review/Monthly%20Business%20Review%20-%20April%202016.pdf
http://idlc.com/business_review/Monthly%20Business%20Review%20-%20April%202016.pdf


Revenue growth hits 5-year high 

Due to higher import and VAT collection, revenue collection 
increased 19 percent to tk. 185,003 crore in the last fiscal year 
compared to the previous year. In 2016-2017, import duties rose 20 
percent year-on-year to tk. 53,330 crore & VAT receipts from local 
business soared 19 percent year-on-year to tk. 66,891 crore. Income 
tax collection also rose 17 percent year-on-year to tk. 63,781 crore in 
2016-2017, according to the data by NBR. NBR Chairman Mr. Md 
Nojibur Rahman said, it is possible to increase the tax collection by 
providing better service to taxpayers. The growth in revenue 
collection enabled the NBR’s revised target of tk. 203,152 crore set 
at the beginning of the last fiscal year. Main reasons behind NBR’s 
failure were slump in revenue from cigarette and telecom operator, 
14 percent fall in banks profitability etc. The collection would have 
exceeded the original target if Petrobangla had cleared its dues, the 
NBR said. Petrobangla owes Tk 22,824 crore to the NBR. The 
revenue collection target for the current fiscal year has been set at 
Tk 248,190 crore, which is 34 percent higher than last fiscal year's. 

 

Inflation creeps up to 5.72pc in Apr-Jun quarter 

For the first time in the country’s history, inflation data was 
realised in the quarterly format. The data showed that in 2016-2017 
fiscal years, inflation edged up about 44 basis points from the 
previous quarter to 5.72 percent according to the data by Planning 
Minister AHM Mustafa Kamal. In December last year inflation 
stood at 5.03 percent which crept up to 5.15 percent, 5.31 percent 
and 5.39 percent in the succeeding three months respectively.  

 

In the last quarter of the fiscal year 2016-2017, food inflation stood 
at 7.27 percent, up from 6.74 percent in the previous quarter which 
was 3.96 percent a year earlier. Non-food inflation during the 
quarter stood at 3.47 percent, in contrast to 3.12 percent the 
preceding three months. A significant decline in the non-food 

In Bangladesh, about 90% of private-sector businesses are SMEs. They 

contribute between 80 to 85% of industrial employment and 23% of total 

civilian employment. To progress further, the SMEs need to attract talent, 

get international visibility and easier access to finance. The stumbling 

block is a lack of transparency and trust. All these lead to the need for a 

Credit Rating System. 

SME Credit Rating is a comprehensive and independent third-party 

evaluation of the SME. It takes into account the financial position and 

several qualitative parameters of the SME that have a bearing on the 

creditworthiness of the entity. It conveys the probability of the subjects’ 

ability to pay back a loan or obligation to the lender or the investor. 

BDRAL and Bangladesh Bank have jointly developed a rating 

methodology for the SME which is also followed by SMERA Ratings 

Limited in India whithwhom we have technical collaboration.  

Why SME Credit Rating? 

Adequate credit flow to SMEs helps in driving the overall growth of the 

economy. 

Banks and Financial Institutions in Bangladesh receive support in SME 

financing initiatives from Bangladesh Bank, Government of Bangladesh 

and development partners like IDA, ADB and JICA. 

But, the Banks & Financial Institutions (FIs) are compelled to depend on 

non-core skill-sets leading to assumptions based accounting and increased 

dependence on inconsistent Data Collection. The absence of industry 

benchmarks, inadequate industry understanding and an irregular system 

of monitoring combine to increase the problems. 

The resulting Market Gap calls for an experienced and competent SME 

rating agency, which can deliver detailed credit Rating Report with 

scoring/rating, research assistance on SME cluster, overall sector based 

studies and Product Portfolio Guide (PPG) on all SME banking products. 

Banks and other financiers need tools to assess credit risk for SMEs in a 

scientific manner. In the developing world, subsidies or interest rate and 

tax concessions have not succeeded in building a strong and transparent 

SME sector. 

An international Credit Rating Agency brings in globally recognized 

research and benchmarks, supports financial innovation and deepens the 

credit culture and risk management in the Bangladesh SME sector. Thus, 

addressing the stumbling block which is lack of transparency and trust. 

All these lead to the need for a Credit Rating System. 
 

 

  

  

 BDRAL News 

Current activities of our research department:  

 Publications: SMEs of Bangladesh 

 Training Program 

 Cluster Analysis  

 Customized Research 

 Monthly Business Bulletin 

 Quality Data Collection 

 Secondary Research 

 BB recognizes BDRAL as a specialized rating agency to have a 

partial access to the CIB Information of the SME borrowers through 

banks/FIs for the sake of calculating Default Matrix & Transition 

Matrix and also bank relationship risk measurement- as indicated by 

BB in its Credit Rating Methodology for SME enterprise.   

BDRAL CEO’s Interview with ICE Business Times (December, 

2015): http://ibtbd.net/rating-agency/ 

http://ibtbd.net/rating-agency/


inflation in fiscal 2016-2017 the overall inflation declined, Hussain 
said. Due to the 15 percent decline in the remittance and depressed 
earning in garments, the aggregate demand growth also slowed in 
fiscal 2016-2017.     

  Country News 

 
 The rate of cancellation of LCs for imports rose more than 

double in the first 11 months of the just concluded FY 
compared with the same period the year before. As of BB 
the value of cancelled LCs rose to $3.3 billion during the 
July-May period of FY 2016-17 from $1.44 billion in FY 2015-
16. However the value of outstanding LCs came down to US 
$22.03 billion in the first 11 month of the concluded FY from 
$22.84 billion in the same period of the previous FY. The BB 
data showed countries import payments grew by nearly 12 
percent to almost $41 billion from $36.66 billion in the same 
period of previous FY. Cancelled LCs for industrial raw 
materials jumped by 158.32 percent to $1.4 billion, 
intermediate goods rose to $270.12 million & capital 
machinery LCs stood at $239.15 million which was $541.24 
million, $118.51 million & $103.73 million respectively in the 
same period of the FY16. Besides, the cancellations of the 
LCs for petroleum products rose to $211.96 million in the 
July-May period of the FY 17 from $24.80 million in the 
same period of the previous fiscal. It might affect the overall 
profit of the banking sector by the end of this calendar year, 
as per Syed Mahbubur Rahman, MD & CEO of Dhaka Bank 
Ltd. 

 
 BB unveiled its Monetary Policy Statement for the first half 

of the current fiscal year bringing down the credit growth 

target to 16.3 percent in private sector. However, the growth 

target was fixed at 16.5 percent in last monetary policy. BB 

Governor Fazle Kabir said that the target 7.4 percent GDP 

growths and 5.5 percent inflation rate set in the budget for 

the fiscal 2017-2018 is possible to achieve with the new 

monetary policy. BB is also monitoring the matters relating 

to increase of default loans he added. He also said in reply 

of a query that there are no relations between the monetary 

policy & capital market as BSEC works with it. 

 
 An agreement was signed between the Japan International 

Cooperation Agency (Jica) and Economic Relations Division 

to provide 178.223 billion yen (about $1.59 billion) for six 

projects. The interest rate on the new loan would be 0.70 

percent and the repayment period would be 30 years with a 

grace period of 10 years. Japan provided 173 billion yen last 

year where interest rate was 0.01 percent and the repayment 

period 40 years with a grace period 10 years. Still this rate is 

lower than the World Bank and the Asian Development 

Bank's. 

 
 The flow of remittance into Bangladesh has dropped 

substantially by 14.48 per cent or US$2.16 billion in the 

concluded month of this fiscal year. According to the central 

banks statistics, the inward flow of remittances ebbed down 

to US$12.77 billion in the FY 2016-17 from $14.93 billion a 

year before. In the April-June period of the FY 17 the 

remittance receipts stood at $3.57 billion against $3.03 billion 

three months ago, the BB data. 

Get Rated, Get Recognized… 

BDRAL CEO’s interview with Bangladesh Apparel Online: 

http://www.bdral.com/press-room/news-events/  

To know more about Bangladesh Rating Agency Limited - visit 

http://www.bdral.com.  

Our Head Office: 

Address: The Bangladesh Rating Agency Limited, 47 Karwan Bazar, 

Latif Tower(12th Floor), Dhaka-1215, Bangladesh;  

Telephone (PABX): +88-02-48111686, 55013251 

Direct lines: 
Accounts and Billing: +88-0179-992-8338 

Client Care: +88-0174-663-2745 

Email:  
General Inquiries : info@bdral.com 

Accounts & Billing:credit.control@bdral.com  

Customer Care:  client.care@bdral.com 
 

 

  

 Notice 

 While we endeavor to ensure accuracy of information, we do not 

accept any responsibility for any loss or damage to any person 

resulting from it. 

To unsubscribe- please write to businessbulletin@bdral.com with 

“Unsubscribe” in the subject line 
 

 

 Warning! Counterfeit BDRAL Reports! 

It has come to our attention that, some companies are submitting 
fake BDRAL credit rating reports to different banks for bank 
loans. Therefore, bankers are requested to cross check the 
validity of the reports with the BDRAL Client Care service, 
either by calling at 01746632745 or by email at 
client.care@bdral.com . All our reports contain contact 
information of the analysts who worked on the report 
preparation and we maintain a specific format. So, please verify 
the reports if anything looks unfamiliar and appears doubtful. 
We appreciate your continuous support. 

 

 

 

http://www.bdral.com/press-room/news-events/
http://www.bdral.com/
mailto:info@bdral.com
mailto:credit.control@bdral.com
mailto:client.care@bdral.com
mailto:businessbulletin@bdral.com
mailto:client.care@bdral.com


 
 Banks are opting bonds to raise capital for being cost 

effective. In the past two years, 14 banks have issued 

subordinated bonds worth Tk. 6,400 crore. The interest rates 

on bonds are between 7.50 percent and 10.50 percent. These 

bonds are non-convertible and redeemable, and institutions 

can invest in the bonds for seven years. Recently City Bank 

announced subordinated bonds worth Tk. 500 crore. The 

bank informed on this regards through DSE website and 

declared that each bond will be sold at Tk. 1 crore through 

private placement to investors. Banks will have to maintain 

capital at 12.50 percent of risk-weighted assets, according to 

Basel III framework. The BB has set the deadline of 2019 for 

meeting the required capital base.  As of March, the banking 

sector's capital adequacy ratio is 10.68 percent, according to 

the central bank. Banks that will issue bonds are displayed 

in the bellow table-   

 
 

 The source tax on exports remains the same at 0.70 percent 
in this fiscal year. Finance Minister AMA Muhith had 
proposed to raise the source tax on export receipts to 1 
percent for fiscal year 2017-18 from 0.7 percent but Garment 
makers demanded to withdraw of source tax. As per 
garments makers, it could be a drawback for the garments 
industry. Due to global competitions, Rana Plaza collapsed 
& also for other issues country’s export to garments 
products are already bellow the expected level as export 
stood at $28.14 billion in fiscal 2016-17, down 0.20 percent 
year-on-year and 7.34 percent below the target set by the 
government whereas over the past 10 years garment exports 
had been maintaining average 13 percent growth. 

 In the first 11 month of the concluded FY country’s current 
account deficit hits 2.1 billion due to sluggish export and 
higher import payments. In FY 2015-16 the current account 
was in surplus of $3.19 billion. In the first quarter of FY 
2016-17 deficits were negative in four years when it stood at 
$504 million. The trade deficit also widened 42.58 percent 
year-on-year to $9.19 billion during the 11-month period. 
Due to this the exchange rate as the taka depreciated against 
the dollar as Tk. 80.60 is required to buy per US dollar as of 
April it was Tk. 79. Exports grew by only 1.69 percent 
during that period. Imports rose by 10.68 percent & stood at 
$40.25 billion in the July-May period compared to $36.37 
billion in the same period a year ago. Remittance inflow in 
2016-17 was the lowest in six years, declining 14.47 percent 
year-on-year to $12.77 billion. According to the central bank 
the foreign exchange reserves decreased to $32.40 billion on 
July 5, which was $33.39 billion in June. 

 Bangladesh Bank unveiled the new "Agriculture and Rural 
Credit Policy" with a target to disburse Tk. 20,400 crore loan 
by banks for the fiscal year of 2017-18. Three issues poverty 
alleviation, freeing people from hunger and ensuring good 
health will get priority. Interest rate of the agriculture credit 
was reduced to 9 percent from the last fiscal year’s 10 



percent. Mr. SM Moniruzzaman, Deputy Governor, BB said, 
the loan figure is 16.24 percent higher than the previous 
credit target from which the state-owned and specialised 
banks will provide Tk 9,590 crore while the private banks 
will distribute Tk 10,810 crore. He, however, said the last 
fiscal year's credit disbursement target was exceeded as 
banks provided Tk 20,998.70 crore to some 3,856,635 farmers 
and rural people. 

 A meeting was called by the BB with the top executives of 
20 banks to discuss how to cut the cost of sending 
remittance. In 2016-2017 migrants workers sent home $12.77 
billion, down 14.47 percent year-on-year, being the lowest 
since last six years according to the data from the central 
bank. At the meeting, BB discussed with the banks to bring 
down the cost of sending remittance but it has not taken any 
decision in this regard, said Subhankar Saha, executive 
director of the central bank. A senior executive of a private 
bank said, cost of sending money is not the reason for the 
fall of the remittance. The slump in remittance is a result of 
the global economic crisis, fall in oil prices in Middle 
Eastern countries, Brexit and the Trump administration's 
policy aimed at migrant workers, said AB Mirza Azizul 
Islam, former finance adviser to a caretaker government. He 
also said, adjustment of the exchange rate could help 
increasing the remittance and suggested to enhance skills of 
migrants. Globally average cost of sending is 7.32 percent of 
the amount sent where as in South Asia it is 5.52 percent of 
the amount sent, remains the cheapest receiving region, as 
of World Bank. 

 ADB has approved a $ 526 million multi-tranche financial 
facility (MMF) to help sustain and increase infrastructure 
investments in Bangladesh. Particularly ADB will finance in 
public-private partnership (PPP) projects as well as energy 
interventions of Bangladesh. From the initial amount a $500 
million loan to finance medium and large scale PPP 
infrastructure projects and a $26 concessional loan to finance 
small and medium-sized renewable energy and energy 
efficiency facilities, primarily in the rural areas. Both loans 
are under the Third Public-Private Infrastructure 
Development Facility (PPIDF 3), said ADB. A $750,000 
technical assistance was also approved from the Financial 
Sector. Bangladesh has attained the status of middle income 
country with average growth of 6.3 percent in between 2011 
to 2015. But real gross domestic product (GDP) growth 
would need to reach an average annual rate of 7.4 per cent 
during the 7th Five Year Plan to move Bangladesh toward 
upper middle-income level, ADB said. Such targets will 
require a substantial increase in public and private 
investments from about 29 per cent of GDP in 2015 to 34.4 
per cent by 2020. 

  SME News 

 

 According to the National Industrial Policy 2016, 
Bangladesh Bank (BB) has updated its definition of micro, 
cottage, small and medium enterprises and set a limit of 
credit they can avail. Moreover, banks must set aside for 
SMEs 20 percent of the loan they give out in 2017 and raise 
it to 25 percent by 2021. Of that for SMEs, at least 50 percent 
has to be kept for cottage, micro and small enterprises & 
overall lending priority should be given to small enterprises 
compared to medium enterprises, said BB. New instruction 
BB's January 2016 circular had called for a minimum 30 
percent SME lending to manufacturing sector, 15 percent for 
service sector and a maximum 55 percent for trading. Now 
the instruction is to increase lending to manufacturing SMEs 



to at least 40 percent by 2021, service SMEs to at least 25 
percent and trading SMEs a maximum 35 percent. At least 
10 percent of the lending will have to go to women SME 
entrepreneurs. This rate will have to be raised to 15 percent 
by 2021. Bankers have welcomed the new regulations. 

 As of Mr. Kazi Masihur Rahman, Chielf Executive, 
Mercantile Bank said, Mercantile bank aims to disburse tk. 
3200 crore in loans to SMEs this year, up 60 percent year on 
year. In the first half of 2017, bank deposits and loans 
increased by 19 percent while total import and export 
activities are 35 percent and 15 percent respectively. The 
bank’s non-performing loan fell to 4.31 percent from 5.13 
percent during the corresponding period of the previous 
year. The industry average was over 10 percent by the end 
of March this year. The venture capital ratio of the bank's 
weighted assets stands at 12.07%, well above the 10% 
regulatory cap. 

 
 Dhaka Bank is now set to provide more SME loan in the 

manufacturing sector, the bank's top officials have said. 
"Currently, the bank’s loan portfolio is Tk. 140 billion which 
are to increase to Tk. 220 billion in next two years", the 
Dhaka Bank CEO said. "At the same time, target is to 
increase the total share of SME loan portfolio from 15 per 
cent to 30 per cent while increasing the share of retail loan 
portfolio from 2 per cent to 20 per cent", he added. 

  International News 

 

 Britain's unemployment rate dipped to 4.5 percent in the 
quarter to May. The rate had stood at 4.6 percent in the 
quarter to April. A total of 1.49 million people were 
recorded as unemployed at the end of May, down 152,000 
compared with a year earlier, the ONS added. However, 
average weekly earnings adjusted for inflation fell by 0.5 
percent, excluding bonuses, compared with a year earlier, 
the data showed. British inflation jumped in May close to a 
four-year high of 2.9 percent as a weak pound triggered by 
Brexit pushes up import costs. 

 As per National Bureau of Statistics of China, factory gate 
price of China stabilised in June after slowing for three 
straight months. The producer price index rose 5.5 percent 
from a year ago, the National Bureau of Statistics said, it 
remain unchanged from May. After hitting an eight-year 
high of 7.8 percent in February, the pace of growth in 
producer prices has slowed. Consumer prices, a gauge of 
retail inflation, rose 1.5 percent in June from a year earlier, 
slightly below analyst expectation of 1.6 percent but remain 
steady compared with June.    

 Bank of Korea Governor Lee Ju-Yeol said the bank is 
forecasting a 2.8 percent increase in GDP, 0.2 percentage 
points more than expected. "Growth in domestic demand 
remains low, but exports have grown rapidly," Lee told 
reporters. Lee said there were negative risks such as trade 
protectionism in major trading partners. "However, home 
economics remain on a solid growth path," he said. 

 Brazil’s consumer price falls last month and the inflation 
rate turned negative with consumer price contracting by 
0.23 percent in June compared to May, the state statistics 
institute IBGE said. The central bank of Brazil has been 
cutting interest rate for several months to spur economic 
activity. June's fall was driven by lower food, housing and 
transport prices, the institute said. Brazilian inflation had hit 



10.67 percent at the end of 2015 and 6.29 percent last year. 

 Banks like JPMorgan Chase, Well fargo and Citigroup all 
reported better than expected earnings. Credit cards were 
strength and trading revenues a weakness in the solid US 
bank earnings as per JPMorgan Chase chief executive Jamie 
Dimon. JPMorgan’s second-quarter net income rose 13.4 
percent to $7.0 billion. Net revenues climbed 4.7 percent to 
$26.4 billion. Key factors behind were higher net income due 
to higher interest rate. Same as JPMorgan Chase, Citigroup 
and Wells Fargo’s and other banks in the US economy did 
better than expected. Citigroup’s net income was 3.9 billion, 
down 3.2 percent from the year-ago period. Revenues rose 
two percent to $17.9 billion, with revenues from Citi-
branded credit cards jumping 10 percent. Wells Fargo's net 
income rose 4.5 percent from the year-ago period to $5.8 
billion and revenue of $22.2 billion were essentially flat 
compared with the year-ago period. 

 Australia's central bank held interest rates at a record low as 
the economy endures a soft patch while wage growth 
stutters. The Reserve Bank of Australia has sat on the 
sidelines since August, having cut borrowing costs 300 basis 
points since November 2011 to support the investment. "The 
board judged that holding the stance of monetary policy 
unchanged at this meeting would be consistent with 
sustainable growth in the economy and achieving the 
inflation target over time," RBA governor Philip Lowe said 
in a statement.  

 Mexican inflation rose at an annual rate of 6.3 percent in 
June. It is the highest level since eight years as per the 
National Statistics Institute, Mexico. Consumer prices have 
risen sharply since the start of the year, which driven by 
higher energy prices and a weak peso (Mexican currency) 
against the dollar. The annual inflation rate remained below 
the government target of 3.0 percent until September 2016. 
The Banco de Mexico (Central bank, Mexico) has responded 
by raising its benchmark interest rate ten times since 
December 2015 to 7.0 percent, its highest level since 
February 2009. 

 In June 2017, British inflation rate slowed to 2.6 percent. The 
CPI had hit 2.9 percent in May, close to a four year high. 
Despite the drop, British inflation remains well above the 
Bank of England’s tagget of 2 percent. The Consumer Prices 
Index had hit 2.9 percent in May, close to a four-year high, 
as a Brexit-hit pound raises import costs. James Hughes, 
chief market analyst at brokers GKFX, showed that inflation 
is still high when compared to the likes of the Euro-zone 
and the US.  

 Indian government bonds yield rose sharply after the 
central bank of India announced an open market sale of 
debt to mop up excess liquidity. Indian traders surprised by 
the Reserve Bank of India’s announcement on a 100 billion 
rupees ($1.55 billion) sale of government bonds. The RBI has 
so far resorted selling short-end securities through a special 
scheme to drain some of the excess cash. Traders said the 
open market sale appeared intended to help offset bond 
redemptions of 526.20 billion rupees due July 9, with 
another 303 billion rupees in August, which would have 
added liquidity to the financial system. 

 

 

 

   
 



BDRAL Photo News 
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