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The current-account deficit amounted to more than half a billion dollars --
$552 million - during the past seven months in a downturn from a surplus in
the July-December period of the last fiscal year worth US$56 million. The
services net outflow was recorded $2.641 billion during the period under
review. It was just over $2.0 billion during the same period a year before and
$2.169 billion during July-December of this fiscal year. The financial-account
surplus has shrunk relative to the first half of the year, reflecting increased
net short-term-credit outflows. Meanwhile, the trade deficit widened to
$11.747 billion during the period, up from $9.766 billion in the July-
December period of this fiscal year. This fast increase is attributed to a 3.3-
percent rise in imports to $38.114 billion during the July-January period.

Despite concerns over the country's dwindling foreign exchange reserves, the
remittance inflow has shown a positive trend. Expatriate Bangladeshis sent
over $1.66 billion in remittances during the first 15 days of March in the
2024-25 fiscal year. The amount of inbound remittance in March is expected
to cross $3.0 billion as the country is receiving $110 million every day in
remittance. In recent months, Bangladesh's garment shipments to major
markets such as the European Union (EU) and the US have rebounded
strongly, but the price per unit has declined. This decline is due to a drop in
the prices of raw materials such as cotton, yarn, fabrics, and freight charges.

Outlook: BDT is expected to keep depreciating against USD due to continuing
high demand for settlement of foreign currency payments.

Global Currencies
EURUSD 0.43% weekly change 4

EUR/USD holds below 1.0950, German spending plan and softer US Dollar
might support the major pair. Immediate resistance stands at 1.0946, a
breakout above this threshold could open the door to 1.0969, followed by the
psychologically important 1.1000 mark.

GBPUSD 0.09% weekly change 4~

GBP/USD climbs 0.31%, approaching last week's peak of 1.2987 amid broad-
based US Dollar weakness. US Retail Sales miss forecasts; New York Fed
manufacturing activity plunges, heightening recession fears and Fed easing
expectations. Markets await crucial BoE policy meeting.

AUDUSD 0.29% weekly change 4

AUD/USD trades with caution below 0.6400 amid Milddle East tensions. A
push above 0.6408, might open the door to 0.6523, prior to 0.6687. Traders
prefer to stay on the sidelines amid intensifying geopolitical risks in the Mid-
dle East, reducing the appeal of the higher-yielding Aussie.

USDJPY 0.40% weekly change 4

USD/JPY sits at two-week high near 149.50 as renewed Middle East geopoliti-
cal jitters revive the safe-haven demand for the US Dollar. However, further
upside appears elusive amid divergent BoJ-Fed expectations and rising trade
tensions.

USDCNY 0.05% weekly change 4

USD/CNH-Range trading persists but downside vulnerable. Lower USD index,
robust China data and fresh stimulus measures weigh. China stocks end
nearly flat as consumption measures fail to impress traders.
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Money Market
ltem Avg. Vol. (Cr.) % A (Vol.) WAR % A (WAR)
Call 4167.42 -12.46% 10.02% 0.00%
Repo 1861.29 65.39% 10.29% -0.03%
Term 91.67 221.07% 11.70% -0.45%

Excess reserve (Excess CRR: un-invested cash) in banking system decreased to
BDT 55.70 bio by end of Jan’25 from BDT 64.57 bio as of end of Dec’24. Total
liquid asset (excess of min required asset) including excess investment in govern-
ment treasury securities increased to BDT 5.28 trio at the end of Jan’25 from 5.02
trio at end of Dec’24.

Interest Rate

ADP implementation is slowest in recent years for the political disruption and
cautionary spending of interim government. NBR tax revenue collection, though
improved by 6.68% monthly on Dec 25, dropped by 0.98% to 296.5 billion during
Jul-Dec of FY25. Net sale of Savings certificate is negative 70.13 billion during
Jul-Jan FY25, however the figure is expected to improve in coming months due to
recent rate hikes on savings certificate. During the Jul- 15th Dec of FY’25, Gov-
ernment borrowed net BDT 699.32 bn from banking system out of which BDT
547.24 bn was repaid to Bangladesh Bank. It is expected that overall ADP imple-
mentation will be curtailed in this fiscal year and NBR revenue collection will pick
up a bit due to rebound of import and hike on VAT rates. These factors, coupled
with expected foreign borrowing, will keep government’s borrowing from banking
system under check. Repayment to Bangladesh Bank in 2025 is BDT 60.3 bn.

Besides, Bangladesh Bank backtracked from its previous decision of money
printing and provided Tk. 22,500 Crore in the form of direct liquidity support to
six shariah based banks. It is expected that further direct liquidity support to
some banks will take place in coming months. To withdraw some liquidity from
banking system, Central Bank floated 30 days BB-Bill in Nov 20, 2024 and 90
and 180 days BB-Bill is introduced in Dec, 24. However, the volume of BB Bill is
timid compared to fresh money injection in market. Due to Ramadan, banks are
facing liquidity pressure, resulting in higher liquidity support from Central Bank.
Total liquidity support of Central Bank to convention bank is increased to Tk.
1018.5 bin compared to Tk. 9979.4 bn at the end of January. The possibility of
cut on repo tenor is also impacting interest rate and moving the GSEC yields
higher, on fear of much tighter liquidity scenario in coming days.

Outlook: Interest rate is expected to stay at elevated level, however lower govern-
ment borrowing, slower credit growth and improvement of current account deficit
will ultimately cool down interest rate.

Capital Market

o The government has formed a four-member panel to strengthen the Bang-
ladesh Securities and Exchange Commission (BSEC) and develop the
country's capital market. The panel will be led by Anisuzzaman Chow-
dhury, special assistant to the chief adviser, while BSEC Commissioner
Farzana Lalarukh will serve as its member-secretary. Other members
include Prof M Sadiqul Islam, a faculty member of the finance department
at the University of Dhaka, and an additional secretary from the insurance
and capital market department of the FID.

Disclaimer: This report is prepared by Treasury & Fl Division, BRAC Bank PLC. and to be used for information purposes only. It is not, under any circumstances, to be used or considered as an offer to sell, or a solicita-
tion of any offer to buy. Reasonable care has been taken to ensure that the information is not untrue and misleading. BRAC Bank PLC makes no representation or warranty as to the accuracy or completeness of such
information. All opinions and estimates included in this report constitute our judgment as of this date and are subject to change without notice.
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*10-Year Eurozone Central Government Bond Par Yield Curve

** SMART is Six-Month Moving Average Rate of Treasury Bill
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