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At a time when Bangladesh's economy is navigating a highly challenging landscape
characterized by persistent high inflation, falling revenue collection, rising debt
B repayment obligations, and low investor confidence, targeted structural reform

. along with a well-coordinated fiscal and macroeconomic strategy is crucially
needed to rebuild investor confidence and increase private investment including
foreign direct investment (FDI).

The current Edition of FICCI Bi-Monthly Bulletin is dedicated for the Budget
2026-27: Tuming Economic Challenges into FDI Opportunities.in FY2025-2026
private investment fell to 22.03% of GDP reflecting weak business confidence and
subdued economic activity. Tax-to-GDP ratio slipped to 7%, constraining the
government's ability to absorb shocks and expand public expenditure. FDI
remained extremely low, below 0.5% of GDP.

Appropriate fiscal measures and budgetary allocations are necessary to enable
substantial structural and operational reforms in areas such as improvements in
governance, regulatory predictability, and financial stability. We must carefully
assess and methodically evaluate the allocation of fiscal resources for investment
promotion and facilitation against evidence-based outcomes. As a leading
business chamber FICCI remains dedicatedly attentive to external and internal
shocks to focus on an appropriate response for surfing through economic
headwinds to create renewed momentum for investment and growth. Side by side
with our regular activities we organize monthly events such as Luncheon Meeting
and Leaders Talk to pool stakeholder views and expert analysis on appropriate
measures to navigate through economic stress and challenges, and thereby
come out with measurable outcome.

EDITORIAL The current edition of the FICCI Bi-Monthly Bulletin presents stakeholder views

and expert analysis on effective measures to address weaknesses in fiscal
BOAR D management and revenue collection. Notwithstanding recurrent fiscal deficits,
limited public access to budget information ineptly weaken accountability and trust
Mr. Deepal Abeywickrema infiscal managemant.
Mr. M. H. M. Fairoz We hope that the articles presented in the current Edition of FICCI Bulletin would
(A SV L LT T BT impart valuable insights to our readers and subscribers and draw critical attention
Mr. Shadab Ahmed Khan of valued policymakers and stakeholders to the urgency of linking revenue targets
Mr. T. I. M Nurul Kabir to expenditure needs and debt sustainability, as well as broadening the tax base,
and increasing resource mobilization and transparency through digitalization,
structural reforms, and strategic incentives to create renewed momentum for FDI,
employment, and sustainable growth.

Ms. Subarna Mostafa

T. I. M. Nurul Kabir

o B ST T R L TE A C hamber of Commerce and Industry
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MESSAGE FROM THE PRESIDENT

As Bangladesh prepares its national budget for FY 2026-27, the ecanomy reflects both challenges and opportunities.
GDP growth slowed to 4.0% in FY2025 and is projected at 4.6% in FY2026 by the World Bank, marking the third
consecutive year of deceleration. Inflation remains elevated at 8-10%, eroding household purchasing power and
dampening private consumption. Private sector credit growth fell to a historic low of 6.1% in late 2025, signaling
investor caution.

Yet resilience is evident. Remittances grew by 27.6% in FY2025, exports rose by 1%, and the current account swung to
a surplus of USD 149 million after a large deficit the previous year. Foreign exchange reserves have also strengthened,
reflecting improved balance of payments and external support. These indicators highlight the potential to reposition
Bangladesh as a competitive destination for foreign direct investment (FDI).

This edition of the FICCI Bulletin, themed BUDGET 2026-27: TURNING ECONOMIC CHALLENGES INTO FDI
OPPORTUNITIES, explores how the upcoming budget can serve as a strategic instrument to restore confidence,
unlock investment, and drive sustainable growth. A forward-looking fiscal approach is essential, not only 1o stabilize the
economy but also to lay the foundation for long-term resilience.

Investment incentives and tax reforms will be central to shaping investor sentiment. Simplifying the tax regime,
ensuring consistency in implementation, and offering targeted incentives can enhance Bangladesh's attractiveness.
Equally important is fostering transparency and predictability to ease business operations,

Macroeconomic stability must remain a priority. Managing public borrowing, foreign exchange reserves, and private
sector credit requires coordinated policies. Strengthening fiscal discipline, improving revenue mobilization, and
channeling expenditure toward productive sectars will help maintain stability while supporting growth.

Rebuilding investor confidence is vital. Predictable fiscal measures, consistent regulation, and active public-private
dialogue can create a conducive investment climate. Evidence-based policymaking will ensure reforms are practical
and impactful,

This issue brings together expert analyses and contributions from FICCI members across sectors. | sinceraly thank all
contributors, sponsors, and the Secretariat for their dedication in bringing this edition to life.

FICCI remains committed to working with government and stakeholders to advocate for fransparent, consistent, and
investor-friendly policies. With the right mix of fiscal prudence and pro-investment measures, Bangladesh can
transform current challenges into opportunities for quality FDI.

Warm Regards

Rupali Haque Chowdhury
President, FICCI

FICCI Monthly Bulletin | 03
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VIEWS FROM DIPLOMATS & DEVELOPMENT PARTNERS

Delegation of the European Union
to Bangladesh

(17 Budget for a Sustainable Future
The upcoming budget will set the course for this country’s modernisation and
economic diversification. We hope to see a bold, sustainability-driven vision.
Our message is that the European Union - your largest market (by far) and
largest source of FDI in recent years - is here to partner with Bangladesh, to
maximise competitiveness and promote resilience.

As Bangladesh enters a new era, the challenge is to create jobs, skill the
workforce, attract the highest-quality investment to move up value chains,

H.E. Michael Miller diversify exports, ensure a clean energy transition and prepare for graduation
Ambassador and Head of Delegation  from least developed country status. Transparency, regulatory predictability,
Delegation of the European Union a level playing field and alignment with global best practices will set the scene.
in Bangladesh The right tax incentives and the right policies, implemented now, will remove

‘ distortions, help accelerate investment and place efficiency and consumer
interest front and centre. Strengthened rule of law, including commercial courts, will underpin success.

The European Union, through its Global Gateway strategy, working with its Member states, is supporting smart, clean,
open and secure investments. Beyond such investments, where we are working with sovereign loans and directly with the
private sector, we are also the biggest source of grant financing. On our table, we have the FTA request of Bangladesh,
which we are assessing. But we are already looking at how we can share our experience to support modernised tariff and
IP regimes, digital customs and port services and a more diverse energy mix. All of which will help us prepare, later this
year, for the organisation of a landmark EU/Bangladesh Business Forum. 1)

Australian High Commission,
Bangladesh

£ At the core of Australia’s bilateral relationship with Bangladesh is our
economic engagement. Two-way trade has now reached more than AUD
5.5 billion, growing at an average rate of 17.8 per cent per year over the past
five years. This is one of the fastest growth rates among our regional trading
partners. This performance reflects the significant and still untapped
potential between our two countries. It is underpinned by long-standing
people-to-people links, which continue to deepen through the rapidly

growing Bangladeshi student population and diaspora in Australia. And in H.E. Susan Ryle

the face of increasing global supply chain disruptions, we're seeing more High Commissioner
businesses take advantage of our geographic proximity and the reliability of Australian High Commission,
trade routes between Australia and Bangladesh. Bangladesh

Bangladesh receives duty-free and guota-free access to the Australian market, a privilege that will continue even
after its graduation from Least Developed Country (LDC) status. We expect Bangladesh's transition from LDC
status to generate new opportunities in our trade relationship - particularly in agriculture, education, resources, and
professional services. Realising these opportunities, however, will require continued reforms to improve the
business and investment environment, including reducing tariff barriers.

Greater investment flows into Bangladesh are also vital to sustaining growth. While Australian foreign direct investment
in Bangladesh remains relatively modest, we see strong potential for growth in the coming years. Continued
improvements in the ease of doing business - including more streamlined approvals processes, secure mechanisms
for profit repatriation and transparent dispute resolution mechanisms - will play a key role in attracting more Australian
investors. We have been encouraged by the strong progress made through the Bangladesh Investment Development
Authority's modernisation initiatives, as well as ongoing efforts to improve profit repatriation for foreign investors.
Sustaining this reform momentum will be critical for Bangladesh's continued growth and for strengthening our trade
and investment relationship. (2

FICCI Monthly Bulletin | 05
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i+l High Commission of
Callada Canada, Bangladesh *

&£ As Bangladesh prepares its Budget 2026-27, the fiscal framework has an
important role to play in restoring investor confidence and positioning the
economy for sustainable, investment led growth. At a time of heightened
global competition for capital, clear signals on reform, stability, and
openness will be essential to attracting long term foreign direct investment.

From an international investor’s perspective, tax reform that prioritizes
simplicity, predictability, and transparency is particularly important.
Streamlining tax structures, reducing the frequency of ad hoc exemptions,
and limiting discretionary enforcement can significantly lower the cost of
doing business and improve Bangladesh's competitiveness. Equally
H.E. Ajit Singh critical is a strong commitment to policy coherence and the avoidance of

High Commissioner retrospective f}scal measures, which can undermlpe investor conﬁclience.
High Commission of Canada, These are all vital elements that have greatly contributed to Canada’s own

prosperity despite our complex multi-jurisdictional federal governance
Bangladesh structure.

Targeted incentives can be effective when they are time bound, rules based, and clearly linked to priority outcomes,
such as clean energy, advanced manufacturing, agribusiness value addition, and technology driven services. However,
incentives are most compelling when accompanied by broader reforms that strengthen contract enforcement, dispute
resolution, customs efficiency, and regulatory coordination across agencies. Continued engagement with the private
sector in budget formulation, combined with investments in skills, infrastructure, and reliable energy supply, would
further enhance Bangladesh's attractiveness as an investment destination.

Our joint efforts stem from our strong relationship after Canada was one of the first to recognise Bangladesh's
independence. The bedrock of our bilateral relationship has always been founded first and foremost upon our
strong people-to-people ties. In an increasingly interconnected world, with Canada being home to one of the largest
and most vibrant Bangladeshi diasporas in the world, and with many Canadian alumni calling Bangladesh home,
Canadians fundamentally believe that when Bangladesh succeeds, Canada succeeds. Within this context, Canada
welcomes Bangladesh's reform ambitions and looks forward to working together to translate fiscal reforms into
tangible investment opportunities that support our shared and inclusive growth. §%§

Embassy of Denmark, . -
Bangladesh . -

i Bangladesh has strong fundamentals: a young and competitive
workforce, a growing middle class, and a strategic gateway between
South and Southeast Asia. Danish businesses recognize this potential,
reflected in more than USD 1 billion in signed Danish investments with
Bangladeshi partners.

To unlock the next phase of foreign direct investment, businesses need
predictability, transparency, and consistent implementation. If Budget
2026-27 delivers on these fundamentals, it can significantly strengthen

investor confidence and improve the overall business climate. H.E. Christian Brix Moller
Like any emerging market, Bangladesh faces challenges. What matters is Ambassador
whether there are credible and visible efforts to address them. Embassy of Denmark, Bangladesh

Based on experience from comparable growth markets, three measures could make a substantial impact for investor
confidence: efficient resolution of tax and regulatory disputes, transparent and predictable fiscal policies, and clear,
consistently applied rules for businesses.

Danish companies are long-term partners committed to sustainable growth and prosperity, innovation, and responsi-
ble investment. A budget built on fairness, predictability, and steady reform will send a strong signal that Bangladesh is
ready to strengthen investor confidence. o9

06 | Foreign Investors’ Chamber of Commerce and Industry
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AMBASSADE

DE FRANCE French Embassy,
AU BANGLADESH Bangladesh

Libereé

Egalité

Fraternité

£ Bangladesh's budget 2026-27 comes at an important moment for the
country's political and economic trajectory. In the context of global economic
uncertainty, fiscal policy will play a key role in strengthening economic
resilience and reinforcing foreign investors' canfidence. This will also be the
first budget of the new democratically elected government, which pledged in
its manifesto to build a business-friendly environment in order to raise
foreign direct investment (FDI) to 2.5% of GDP.

One key aspect of the fiscal policy, often mentioned to me by French
companies and investors, is predictability. As the BNP manifesto rightly
pointed out, sudden policy changes are detrimental to the business

H.E. Jean-Marc SERE-CHARLET

Ambassador climate. A reform-oriented budget can further enhance Bangladesh's
French Embassy, attractiveness as a destination for FDI, as long as it maintains stability and
Bangladesh foreseeability.

A sustainable increase in public investment through the Annual Development Programme (ADP) can also play a catalytic
role in attracting greater FDI. At a time when private sector investment remains cautious, well-targeted public expenditure
can create confidence, crowd in private capital, and accelerate industrial diversification.

French companies have demonstrated strong interest in Bangladesh's economic potential across sectors including
energy, urban infrastructure, water management, retail, and services. Continued emphasis on governance reforms,
skills development, sustainability, and public-private partnership mechanisms will surely help create an enabling
environment for greater French engagement.

German Embassy,
Bangladesh

fdin my view, spending on infrastructure and human capital-building are key to
lasting momentum for foreign direct investment in Bangladesh. Reliable
infrastructure including energy, transport and digital connectivity can go a
long way to making Bangladesh an attractive investment destination, by
reducing operational costs for investars.

Atthe same time, the national budget must focus on supporting Bangladesh's H.E. Dr. Rudiger Lotz

greatest asset—its people—by allocating adequate resources to education Ambassador
and vocational training to build the skilled workforce that high-value German Embassy,
investors seek. Bangladesh

Germany and Europe, as major trading partners of Bangladesh, are eager to deepen the relationship. However, we
must be frank: increased German investment would require further steps taken to improve the business climate. This
includes all that has to do with ease to do business. In particular, a reliable legal environment is of key importance, in
tandem with infrastructure, education and vocational training. | have the clear impression the new government is fully
aware of this and will take the necessary steps. If so, | do not doubt that we will see many more German companies
coming to Bangladesh in the coming years.yy
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Embassy of Japan,
Bangladesh

bkThe year 2026 marks a defining chapter in the history of Japan-Bangladesh
relations. The signing of the Japan-Bangladesh Economic Partnership
Agreement (EPA) in February stands as a landmark achievement in our
bilateral economic relationship, establishing a powerful framework to
accelerate trade and investment between our two nations. This milestone
has laid a solid foundation for our future.

Since the inauguration of the new administration following the February
elections, the bilateral relations have been gaining even greater momentum,
with high-level diplomatic exchanges intensifying. In March, H.E. Mr. Igbal
Hasan Mahmud, Minister of Power, Energy and Mineral Resources, visited

H.E. SAIDA Shinichi Japan. This was followed by the visit of Japan’s Minister of Agriculture,
Ambassador Forestry and Fisheries, Mr. Suzuki Norikazu, to Bangladesh in April. In
Embassy of Japan, Bangladesh Dhaka, Minister Suzuki paid a courtesy call on Honorable Prime Minister

H.E. Mr. Tarigue Rahman and delivered a personal letter from Prime Minister
Takaichi. During the meeting, both sides reaffirmed their commitment to maintaining and further advancing the bilateral
relationship that has been built over the years under the "Strategic Partnership" between Japan and Bangladesh, in
cooperation with the new administration. Furthermore, in his meeting with H.E. Mr. Mohammad Amin Ur Rashid, Minister
of Agriculture and Minister of Fisheries and Livestock, both sides agreed to boost food trade and Japanese exports,
taking advantage of the EPA.

Against this backdrop of positive developments, Japanese investors are increasingly directing their attention toward
Bangladesh. Japan remains firmly committed to fostering sustainable and inclusive growth in close collaboration with
our Bangladeshi partners.

We place great value on FICCI's pivotal role as a bridge between investors and policymakers. Predictable tax policies,
coupled with streamlined and transparent administrative and customs procedures, are fundamental to strengthening
investor confidence and creating an environment where businesses can thrive.

Japan stands ready to work alongside the new administration in its endeavors to build a more consistent, transparent,
and investor-friendly climate. By joining hands in this shared endeavor, | am confident that we can unlock the immense
potential of our economic partnership - securing a prosperous future for both our peoples and elevating our partnership
to new heights for years to come. §§

% Norwegian Embassy
Bangladesh

4t Bangladesh, with its strategic location and growing economy, holds
significant potential for foreign direct investment (FDI). However, to truly
catalyze greater FDI inflows, a comprehensive and investor-friendly fiscal
policy and tax regulatory framework is crucial.

Bangladesh should focus on creating a stable, transparent, and efficient
fiscal environment with a strong emphasis on revenue mobilization and
improved governance with highest priority. A robust and predictable fiscal
framework, coupled with broader improvements in the investment climate

are essential to attract foreign investment. H.E. Hakon Arald Gulbrandsen
Ambassador

By implementing strategic reforms that simplify procedures, offer Royal Norwegian Embassy,

competitive incentives, ensure transparency, and address existing Bangladesh

challenges, Bangladesh can significantly enhance its FDI inflows, contributing
to sustainable economic growth and development. Continuous evaluation and adaptation of these policies in response
to the evolving global investment landscape will be the decisive element for long-term success.§y

08 | Foreign Investors’ Chamber of Commerce and Industry
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High Commission of the
Republic of Singapore,
Bangladesh

MINISTRY OF
FOREIGN AFFAIRS

SINGAPORE

_ b Singapore companies are invested in Bangladesh. Our cumulative invest-
ments stood at approximately SGD$3 billion in 2024. Bangladesh can attract
more investment from Singapore companies by focussing on improving the
business climate and making it more predictable. In terms of budgetary
measures, | believe that the tax regime could be simplified for businesses.
Currently, there are complex capital gains taxes on foreign investment as
well as administrative complexities for investors to navigate. Bangladesh
should also strengthen its double taxation arrangements with countries. In
H.E. Mitchel Lee this regard, Singapore looks forward to updating our bilateral Double
Charge d'affaires a.i. Tr.:zxation. Agreement with Bangladesh.vyhich is long overdue._Lowered
High Commission of the mthholdlng’ tax rates on interest and dividends should be cqnmdered as
Ritiblic of Sifcaore. Banaladask well as tax incentives that promote greater cross-border capital flows and
pubil ingdpare, Bang public-private partnerships in infrastructure projects. Bangladesh should
encourage rather than put obstacles that prevent local companies from
directly launching IPOs in overseas capital markets meant to raise funds for projects in Bangladesh. Bangladesh
should seize on opportunities available in overseas capital markets and platforms such as Singapore's SGX. Currently,
heavy cross-border taxation, capital control and other administrative complexities prevent the tapping of such
overseas capital for investment into Bangladesh’s economy. 9y

Bangladesh

RN 9
Embassy of Spain, ;ﬁ
Mot

(|

b Allow me first of all to thank FICCI for the kind invitation to write a few words
in this magazine again.

Bangladesh and Spain share long-standing cordial relations, free from
conflict. As part of the Asian-Pacific region, Bangladesh features prominently
in the recently approved Asi Pacific Strategy of Spain. However, this strong
foundation should not lead to complacency. Bilateral engagement has been
largely driven by economic ties, particularly in the garments sector, with
Spain currently ranking as the fourth-largest export destination for
Bangladesh. There is significant scope to diversify cooperation into
infrastructure, renewable energy, maritime industries, smart technologies, —

as well as social sectors such as education and healthcare. H.E. E;g::slgg:'aga

Embassy of Spain, Bangladesh

Spain, as a reliable partner of Bangladesh, wants to strengthen our links in
all these fields and also increase our direct investments in Bangladesh. We
all, public and private sectors, need to reflect together on how to improve the current business environment to achieve
these goals. You can count on us for this purpose.

In a recent letter that the Honourable Prime Minister Tarigue Rahman sent to the Secretary General of United Nations,
Antonio Guterres, regarding the LDC graduation process of Bangladesh, he asserted that his government has inherited
a severely strained macroeconomic environment, marked by prolonged capital flight, limited access to finance for the
private sector, a weakened capital market, financial sector vulnerabilities, rising poverty, and mounting pressure on the
banking system. Most key macroeconomic indicators have shown a downward trend.

In this context, Bangladesh budget for 2026-2027 and all those for the coming years have yet to be seen as privileged
tools to overcome all these challenges and to turn the election manifesto into concrete measures. Many proposals had
been put forward by the private sector, associations and chambers of commerce on different issues such as simpler
taxation, well targeted incentives, regulatory complexity, access to finance, infrastructure development and a stronger
public private partnership.

Regarding the upcoming Budget 2026-2027, it is time for dialogue and seek deep agreements among all for the benefit
of Bangladesh. With a solid foundation already in place, Bangladesh is well positioned for growth. A forward-looking
budget can unlock new FDI opportunities and deepen economic partnerships, including with Spain. §§
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W Embassy of Sweden, - -
Bangladesh - -

fhAs Bangladesh looks ahead to the FY 2026-27 Budget, there is animportant
opportunity to strengthen investor confidence and create a more business
friendly environment. In a challenging global context marked by higher
energy costs and external uncertainty, sound fiscal policy matters more
than ever.

From a business and investment perspective, improving the guality and
predictability of public finances should be a key priority. Bangladesh's low tax
to GDP ratio limits fiscal space and increases reliance on import duties and
H.E. Nicolas Weeks borrowing. Broadening the tax base, expanding the tax net, and simplifying
income tax, VAT and customs procedures would help create a fairer and

£ bAmbasfsgiivor dei more efficient system for businesses. Equally important is consistent
m gssy IO d ﬁ en, enforcement, so compliant firms are not disadvantaged and a level playing
anglades field is ensured.

The budget also offers scope to gradually move away from high, across the board subsidies — particularly in the
energy sector — toward more targeted and time bound support. Such an approach can improve efficiency while better
aligning public resources with development priorities. Beyond taxation, confidence grows where rules are applied
consistently, financial systems are sound, regulatory processes are efficient and foreign exchange frameworks are
predictable.

Sweden's experience shows that investment is strongest where openness, clear rules and policy reliability guide
decision making. Swedish companies invest for the long term and value transparency and sustainable growth. Continuing
to strengthen these principles through the budget can further enhance Bangladesh's appeal to investors. By

Royal Thai Embassy,
Bangladesh

1] Budget 2026-27: Turning Economic Challenges into FDI Opportunities

The Bangladesh National Budget for FY 2026-27 comes at a challenging
time. Global volatility, particularly in the Middle East, has pressured inflation
and energy prices. From our perspective, this budget is a key tool to
maintain stability and keep the country attractive for foreign investors.

The government's plan to control inflation and support low-income families

is a vital first step toward social and economic balance, as stable prices H.E. Thitiporn Chirasawadi
create a better environment for business. Operating expenditure and the Ambassador
Annual Development Program (ADP) should be balanced to address Royal Thai Embassy, Bangladesh

immediate challenges while investing in the future. Furthermore, ensuring
efficient income tax collection while keeping taxes low for foreign investors sends a clear, positive signal that Bangladesh
is committed to protecting the interests of international partners.

To strengthen this further, the budget should prioritize improving the ease of doing business in high-impact sectors,
such as Infrastructure and Transport and Communication. Additionally, investing in the transparency of public
administration through digitalization will reduce bureaucracy and build investor trust. A major catalyst for growth is
the potential for a Thailand-Bangladesh Free Trade Agreement (FTA). By reducing trade barriers, an FTA would
make it much easier for Thai companies to invest and trade. When combined with a business-friendly budget, these
measures will encourage existing Thai investors to stay and grow while inviting new projects into the country,
turning global challenges into long-term opportunities for both nations. 7Yy

10 | Foreign Investors’ Chamber of Commerce and Industry
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(11 congratulate Foreign Investors’ Chamber of Commerce & Industry
(FICCI) for Special Issue of FICCI Bulletin, with focus on “Budget
2026-2027: Turning Economic Challenges into FDI Opportunities”.
BIMSTEC (Bay of Bengal Initiative for Multi-Sectoral Technical and
Economic Cooperation) has been committed since its inception in 1997,
to strengthening regional cooperation with a view to enable its 7 member
States [Bangladesh, Bhutan, India, Myanmar, Nepal, Sri Lanka and
Thailand] to realise their sustainable developmental goals and deal with
shared transnational security challenges. Bangladesh, as one of 4

i founding members of BIMSTEC, has been contributing to enhancing

H.%;g?&aaxgg[f’ea:gfiey regional cooperation under BIMSTEC in Trade, Investment &

BevefBemnal itiatie for Mok Saetard] Development and Blue Economy Sectors, which it leads, as well as other
YRELeng Sticsive Y I/LIH : Sectors on BIMSTEC's Agenda. As the current Chair of BIMSTEC,

Technical and Economic Cooperation  gangladesh has an historic opportunity to impart a new momentous to
(BIMSTEC) BIMSTEC.

Under Trade, Investment and Development Sector, an Expert Group on Fiscal and Monetary Policy has been recently
constituted. It will meet in Colombo in August 2026 and identify areas for financial cooperation. Further, BIMSTEC has
agreed to establish an Expert Group on Women Development, which will focus on women development and women-led
development. BIMSTEC has also paid attention to promotion of intra-BIMSTEC investments, which will also enhance
intra-BIMSTEC trade. Apart from ongoing negotiations for a future Agreement on Investments under BIMSTEC FTA, the
initiative to set up BIMSTEC Chamber of Commerce and Industry will contribute to expanding intra-BIMSTEC trade and
investments.

The BIMSTEC Secretariat in Dhaka wishes the Government of Bangladesh success in all its endeavours to realise its
developmental priorities and stands ready to work with it to expand cooperation under BIMSTEC. §§

BANGLADESH &
' WORLE BANKE
‘“Q =

J@ ) The World Bank @ WORLD BANKGROUP

TOWARDS PROSPERITY
FOR ALL

£ & Towards an Inclusive and Resilient Growth Path

Bangladesh's growth model has come under increasing strain, with
growth slowing and poverty rising for three consecutive years. Inflation
remains elevated, private investment is weak, revenue mobilization—at 6.8
percent of GDP in FY25—is among the lowest globally, and financial sector
vulnerabilities persist. Job creation has not kept pace with demographic
pressures: over the past decade, the economy generated employment for
only about half of new labor market entrants, underscoring deep structural
and policy constraints to inclusive growth.

The Middle East conflict has intensified these pressures by exposing

existing macroeconomic fault lines. With thin foreign exchange buffers, tight Jean Pesme
fiscal and monetary conditions, and a fragile banking system, Bangladesh Division Director
has limited capacity to absorb a prolonged shock. Higher energy import '

bills, alongside weakening of exports, risk widening the current account Ban%fgsxfgr%ng;iutan

deficit and depleting reserves.

Addressing these challenges requires bold and urgent reforms. The immediate priority is to restore macroeconomic
stability, to bring inflation durably under control, stronger domestic revenue mobilization; decisive financial sector
reforms; and careful management of subsidies and social transfers to ensure affordability, consolidation, and effective
targeting. Equally critical is renewed momentum on private sector-led growth, anchored in deregulation, reduced
policy distortions, and a more predictable business environment that can unlock investment, productivity gains and
jobs. The reforms should be anchored in clear, fiscally sustainable and credible policy commitments sustained through
the upcoming Budget and beyond. With timely action on stabilization, | am confident that Bangladesh can rebuild
buffers, strengthen resilience to external shocks, and return to a more inclusive, job creating growth path. iy
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Asian Development Bank (ADB)

al | £ & Budget 2026-27 is an opportunity for Bangladesh to stabilize its economy and
signal reform commitment. With growth slowing, private investment subdued,
financing tightening, and investor confidence weak, the budget should drive
coordinated improvements in regulation, taxation, and investment facilitation.
The business erwvironment is held back by complex regulations and weak
interagency coordination. The one-stop service initiative is a good start, but
full integration, clear timelines, and stronger accountability are still needed.
Reforms in customs, logistics, land, energy, and dispute resolution should
follow.

Hoe Yun Jeong
Country Director On taxation, the budget should broaden the tax base, rationalize exemptions,
Bangladesh Resident Mission consolidate statutory regulatory orders, and strengthen compliance through
Asian Development Bank (ADB) digital tools. Simpler, more transparent tax rules attract investment better

than broad, discretionary incentives. Incentives should gradually shifttoa
performance-based model tied to investment, exports, skills, and green production.

To restore investor confidence, FOI approvals should be streamlined, foreign exchange risks reduced, and
profit-repatriation rules clarified. Banking sector reforms and better access to long-term finance are also needed,
alongside stronger competition frameworks and digitalization-backed governance of public investment.

The budget should also strengthen domestic revenue mobilization without burdening compliant firms, and direct public
spending toward high-return infrastructure and human capital. 59

(&

o
D[P

& The national budget is a powerful instrument for translating public policy
priorities into action. Bangladesh is preparing the FY2026-27 budget at a
time of heightened global uncertainty, tightening financing conditions, and a
visible slowdown in economic growth. Yet this challenging environment also
presents an opportunity. Besides allocation of resources for the provision
of public goods and services, the budget can serve as a strategic catalyst
for attracting much needed private investment.

United Nations Development Programme
(UNDP), Bangladesh

Rather than relying on the budget as a source of short term stimulus, the ~ StefanLiller
focus should be on productivity enhancing incentives that engender investor H.ES'dE'“T. Representative
confidence. While maintaining fiscal discipline is crucial for ensuring United Nations Development

macroeconomic stability, the budget must be formulated with an objective to Programme (UNDP), Bangladesh
crowd in private capital, promote technology transfer, and support guality

job creation. International experience shows that poorly targeted budget incentives often result in lost revenues
without commensurate economic gains.

Increasingly, governments are adopting “smart” incentives—time bound, performance linked tax breaks and
subsidies aligned with national development priorities, Phasing out discretionary tax exemptions and replacing them
with transparent, rules based incentives can significantly lower perceived investment risks and underline a strong
commitment. If used sirategically, the FY2026-27 budget can send a clear and confidence building signal to
investors: Bangladesh is not only open for business, but committed to creating a stable, predictable, and forward
looking investment climate that supports inclusive and sustainable growth. §§
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Japan External Trade Organisation ’I‘m
(JETRO) Bangladesh

&€ The interim government achieved two milestones that are crucial for
economic relations between Japan and Bangladesh.

The first is the holding of the peaceful election. It promptly transferred the
power to the new government without major disruptions as the voting
results. The fact that political and social stability—the primary concern of
Japanese companies operating in Bangladesh—has been secured is
beneficial for stimulating investment and trade. The second is the signing

Kazuiki KATAOKA of the Japan-Bangladesh Economic Partnership Agreement (EPA). This is

Country Representative Bangladesh’s first EPA and Japan's first EPA concluded with a Least

Japan External Trade Organisation Developed Country (LDC), serving as a testament to the efforts both
(JETRO) Bangladesh countries have made to strengthen their economic ties.

| expect the new government to implement consistent policies, ensure alignment between policy and execution, and
continue to improve the investment environment. Policies and improvements that satisfy existing investors, in turn,
attract new investment. Since the government'’s policies are clearly reflected in the budget, | am closely monitoring
whether sufficient budgets will be allocated to address the policies and challenges sought by Japanese investors.

Japan External Trade Organization (JETRO) is committed to providing Bangladeshi government agencies with
information regarding the challenges faced by the Japanese business community and the solutions they seek. Engaging
with existing investors will help to understand the country's potential and to turn challenges into opportunities. ks

THE APEX
CHAMBER OF
FOREIGN
INVESTORS
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Icc I (( International Chamber of Commerce

Bangladesh Bangladesh

&é Bangladesh is currently navigating a challenging yet important phase of its
economic development. At a time when global economic uncertainty,
inflationary pressures, slower private sector investment, and constrained
access to finance are affecting business confidence, the national budget for
FY2026-27 carries significant importance for the country's future economic
direction.

This budget presents an opportunity not only to address immediate
macroeconomic pressures but also to create a stronger foundation for
attracting quality foreign direct investment. Investors today are looking for
stability, predictability, transparency, and long-term policy consistency.

Mahbubur Rahman Therefore, reforms aimed at simplifying the tax system, improving regulatory
President efficiency, easing compliance procedures, and ensuring a more competitive
ICC Bangladesh business environment will be essential.

At the same time, strategic fiscal incentives, infrastructure development, export diversification, and support for
high-potential sectors can help stimulate industrial growth, create jobs, and restore investor confidence. Bangladesh
has repeatedly demonstrated resilience and economic potential over the years, and with timely policy actions, the
country can successfully turn current challenges into new opportunities.

Moving forward, stronger collaboration between the government and private sector will be crucial to building a
sustainable, investment-friendly economy. A forward-looking and reform-oriented FY2026-27 budget can play a
transformative role in positioning Bangladesh as a more attractive destination for global investment and long-term
economic prosperity. 59

Metropolitan Chamber of Commerce (i
and Industry (MCCI) N _

b Budget 2026-27: Transforming Economic Challenges into a Magnet for FDI
Bangladesh stands at a critical juncture as it approaches graduation from
Least Developed Country (LDC) status in 2026 or little beyond subject to
the final approval by the Committee for Development under UN. The
FY2026-27 national budget must therefore transcend its traditional fiscal
role and serve as a strategic instrument to reposition the country as a
competitive destination for Foreign Direct Investment (FDI), particularly
amid persistent inflation, exchange rate volatility, and elevated interest

rates.

International experience demonstrates that investors value predictability Kamran T. Rahman

and policy consistency over incentives alone. Vietnam, for instance, has President
consistently attracted over $20-25 billion in annual FDI by ensuring stable Metropolitan Chamber of
tax regimes and efficient administrative processes. Likewise, India’s Commerce and Industry (MCCI)

corporate tax reform in 2019—reducing rates to 22% (and 15% for new
manufacturing firms)—significantly enhanced investor confidence and investment inflows.

For Bangladesh, a key priority is transitioning from a revenue-centric to a growth-oriented tax system. While statutory
corporate tax rates have declined, the effective tax burden remains high due to Advance Income Tax (AIT) and Tax
Deducted at Source (TDS). An unconditional reduction in corporate tax rates, alongside a shift toward income-based
taxation, would send a strong signal to global investors. Simplifying compliance requirements—particularly easing rigid
conditions around cash transactions, would further improve business usability.

Digital transformation of the revenue system can be a game changer. Establishing a “Unified Taxpayer Profile” that
integrates income tax, VAT, and customs would reduce compliance costs and enhance transparency, drawing on best
practices from countries like Estonia. At the same time, broadening the tax base is essential, as a large number of
registered taxpayers remain outside the filing net.

Targeted, ESG-aligned incentives, coupled with improvements in logistics, financial sector governance, and profit
repatriation, can further strengthen Bangladesh's investment appeal. A transparent, rules-based framework will be key
to sustaining investor confidence in the post-LDC era. 95
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=
Dhaka Chamber of Commerce 7~ %’53’-
& Industry (DCCI) S

£ From Potential to Performance: Unlocking FDI through Reform in
Budget FY2026-27

Bangladesh holds great potential as an investment hub, yet attracting FDI
remains a challenge. Currently, FDI inflows hover around USD 1.5 billion, and
the FDI-to-GDP ratio stagnate under 1%, below the 5% benchmark for
emerging economies. While 2025 data showed USD 1.41 billion in net FDI
over nine months, much came from reinvested earnings rather than new
greenfield projects.

The main hurdles are bureaucracy and an unpredictable business
environment. Bangladesh's tax-to-GDP ratio is low (7%-8%), placing a

Taskeen Ahmed heavy burden on a few compliant companies. Meanwhile, regional peers
President like India and ASEAN nations attract higher investment through their

Dhaka Chamber of Commerce streamlined system. Therefore, Budget FY2026-27 must prioritize fiscal
& Industry (DCCI) automation and better management of external geoeconomic shocks to

ensure a more equitable system. Beyond tax holidays, the government
should offer zero-tariff facilities for technology-linked machinery and establish a functional One-Stop Service (0SS)
with binding digital timelines to reduce delays. Investors require a predictable policy roadmap with clear, multi-year
trajectories for taxation, energy pricing, and industrial strategy.

By broadening the tax base and ensuring policy consistency, Bangladesh can build the institutional trust needed to turn
economic potential into measurable performance. Therefore, a predictable and transparent roadmap is essential to
unlock investment from both domestic and international sources, thereby strengthening post-LDC resilience and
enhancing global competitiveness. 5%

Bangladesh Garment Manufacturers TAMEGMER
and Exporters Association (BGMEA) S

£ £ Bangladesh's FY27 budget arrives at a critical juncture. On one hand, the
economy continues to face significant domestic pressures, including
rising non-performing loans, high financing costs, energy insecurity,
persistent inflation, and slowing private investment. On the other hand, the
global economy remains volatile due to geopolitical conflicts, supply
chain disruptions, and intensifying trade restrictions, creating heightened
uncertainty for export-oriented economies like Bangladesh.

The key challenge for the upcoming budget is how effectively it can
navigate the economy through these difficult conditions. We expect a clear
direction on restoring discipline, governance, and investor confidence
through meaningful deregulation and policy consistency. Equally important

is reducing the cost of doing business and improving ease of doing Mahmud Hasan Khan
business so that both local and foreign investors regain confidence to President

invest. At a time when Bangladesh is preparing for LDC graduation, —Bangladesh Garment Manufacturers
strengthening productive capacity and competitiveness is essential. and Exporters Association (BGMEA)

Urgent action is needed to curb NPLs and stabilize the financial sector to ensure access to finance at competitive rates.
To support exporters during this challenging period, the source tax on exports should be reduced and fixed for at least
five years. Foreign and local investors also require long-term policy certainty, supported by a stable and transparent tax
regime.

We also expect stronger governance, greater transparency, and simplified regulatory processes across all service
points. Full customs digitalization and streamlined procedures including business registration and licensing are essential
to improving business efficiency.

Addressing the energy and infrastructure crisis must remain a priority through necessary allocation for energy supply
(especially the 3rd FSRU), the Dhaka-Chattogram Expressway, and the operationalization of SEZs.

Targeted support for workers well being, especially women, alongside incentives for renewable energy, solar
equipment, and energy storage systems, will also be crucial for sustainable growth and Bangladesh’'s LDC

graduation preparedness.,, FICCI Monthly Bulletin | 15




- VIEWS FROM CHAMBER & ASSOCIATION LEADERS

,..f'@“_"f'.\l‘
Bangladesh Knitwear Manufacturers & ’fﬁ*ﬁ?&;
Exporters Association (BKMEA) Comas®
BEKMEA

Warkimg Py i Shime Tmarrin

&£ For years, our ready-made garment industry has been struggling under a
burdensome tax system. Several times, | have urged the government to
reform taxation policies affecting the business sector. Every year, | attend
several discussions, but all efforts ultimately go in vain. Our sector is suffering
for gas and electricity supply, global supply chain disruptions, order crisis,
unethical buying practices and lots of issues that creates challenge to
continue the business. Most of our factories are running 20-30 % below
capacity and some are 40-50 % lower than normal.

During the last eight consecutive months (i.e., August to March) of the
ongoing fiscal year 2025-26 the apparel sector has experienced negative

Mohammad Hatem export growth compared to the same period of the previous fiscal year

President 2024-25. Along with export earnings, the flow of new purchase orders has

Bangladesh Knitwear Manufacturers &  also decreased alarmingly. Consequently, due to the fall in purchase orders
Exporters Association (BKMEA) and income, there is almost no new investment in this sector.

We feel that the existing tax structure is not conducive to business and investment. At present, source tax on export
earnings of the apparel sector is 1%. This tax is treated as a ‘minimum tax’ in existing law; it is not recognized as a
‘final tax liability’.

Thus, a small or medium-sized export-oriented factory with an annual export turnover of Tk100 crore has to pay around
Tk1crore in AlIT. In the contemporary policy, there is no refund or adjustment mechanism for Advance Income Tax (AIT)
deduction on export value and treated as a minimum tax. There are multiple layers of tax imposition which results in a
financial pressure on the exporters.

We recommended that the deducted AIT be considered as the final tax liability or after the final tax settlement the
additional tax will be refunded/adjustment allowed. That in results, will reduce the pressure on working capital, improve
liquidity, support investment, and enhance export competitiveness.

Another crucial issue for our industry is the recurring demand of shifting towards renewable energy globally. Considering
the climate change vulnerability and the concept of just transitions, we are also reshaping our industry to accommodate
more sustainable approaches. In the country's third updated Nationally Determined Contribution, NDC 3.0, the
government has expected to reduce greenhouse gas emission by 6.39% unconditionally using its own resources.
The prime focus is to expand the renewable energy and improving energy efficiency. Through the Bangladesh's
Renewable Energy Policy 2025, the government has set targets to generate 20% of total electricity from renewable
sources by 2030 and 30% by 2040. The recent middle east crises further highlight the importance of reducing
reliance on fossil fuels and accelerating the transition to renewable energy sources. Industry colleagues are also
realizing the same. Subsequently, the use of rooftop photovoltaic (PV) solar panels along with the installation of
battery energy storage systems (BESS) for solar energy generation has increased. BESS is a perfect technical
choice that can store excess power which could be used during peak hours and cloudy weather conditions that
reduces generation output. It ensures uninterrupted power supply, reduce energy costs, decrease dependency on
fossil fuel-based electricity to a reasonable extent. However, due to high duty and tax rates, setting up solar PV and
BESS has become costly for apparel manufacturers.

BESS is considered as a ‘lithium-ion battery’ under H.S. Code 8507.60.00 and oblige to total tax incidence (TTI) of
61.80 %, in the first tariff schedule of Bangladesh. Practically, BESS functions as an integrated energy system rather
than just a battery, mainly at higher capacities. Hence, it is required to declared BESS of a minimum capacity of 50
kilowatts (50 kW) or above as ‘capital machinery for export -oriented apparel industry and allow import facility at
0% duty rate from the existing 61.80 %.

We believe that accelerating the adoption of rooftop solar and Battery Energy Storage Systems (BESS) through

zero-duty import facilities is no longer optional for Bangladesh's apparel sector; it is now a demand-driven necessity to
ensure energy security and sustain the industry’s global competitiveness. J§
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American Chamber of Commerce in
Bangladesh (AmCham)

££ Bangladesh has made remarkable economic progress, yet its revenue
structure has not fully kept pace with the aspirations of a modern,
investment-driven economy. With only about one-third of registered TIN
holders filing returns and a continued reliance on indirect taxes, strengthening
faimess, expanding the tax base, and enhancing competitiveness remain
critical. This also reinforces the need to expand the tax net, with greater
emphasis on bringing new taxpayers into the system rather than placing
additional pressure on compliant taxpayers.

To transform current economic challenges into meaningful FDI opportunities,

Syed Ershad Ahmed Budget 2026-27 should focus on three interlinked priorities: investment
President incentives, tax reforms, and investor confidence.
American Chamber of Commerce in
Bangladesh (AmCham) & First, investment incentives must be more targeted, transparent, and
Former President of FICCI predictable. Investors require clarity on tax holidays, sector-specific

incentives, and the duration of benefits. A structured framework for advance
tax rulings, alongside well-defined and consistently applied incentive regimes, will reduce ambiguity and support
long-term investment decisions. Aligning incentive structures with regional benchmarks—particularly in areas such as
offshore banking and export-oriented sectors—will further enhance Bangladesh’s competitiveness.

Second, tax reforms should prioritize simplification and consistency. Rationalizing withholding taxes, addressing
double taxation, and reducing procedural complexities, incorporating effective refund mechanisms for excess
Advance Income Tax (AIT)—including streamlining requirements under Double Taxation Avoidance Agreements
(DTAA) — will lower the cost of doing business. A transparent and predictable tax environment, supported by
standardized practices such as foreign currency conversion aligned with international norms, will improve compliance
and investor confidence.

Third, strengthening investor confidence requires efficient and transparent administration. Fully digital,
time-bound VAT refund mechanisms, faster processing, and reduced certification requirements can significantly
improve the business climate. Expanding digital payments, modernizing customs systems, and improving regulatory
coordination will enhance compliance, reduce informality, and facilitate trade.

At the same time, incentives for digital financial inclusion, sustainable industries, and capital market development will
support long-term growth and resilience, particularly as Bangladesh prepares for LDC graduation.

With a balanced focus on predictability, simplicity, and transparency, the upcoming budget can position Bangladesh as
a competitive and reliable destination for foreign investment. §§
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European Union Chamber of ’)

Commerce in Bangladesh (EuroCham) E u roc h am

BANGLADESH

£6 The New Bangladesh Vision: Architecting a Modern, Accountable
Economy

As Bangladesh prepares the FY2026-27 budget, the nation stands at a

crossroads: it must transition from a garment-reliant state to a high-tech,

diversified powerhouse. To reach the ambitious $8 billion annual FDI target,

. the "New Bangladesh" vision must bridge the governance gap that currently
Nurl_a Lopez penalizes compliant Multi-National Companies (MNC) while rewarding
Chairperson those who bypass the net.

European Union Chamber of
Commerce in Bangladesh (EuroCham) To set the foundation for a modern economy, the budget should prioritize
three strategic pillars:

e A Fair, Green Playing Field
Incentives must shift to performance-based rewards for projects enhancing "must-have” standards: sustainability
and waste efficiency. Crucially, the government must provide recycling and renewable energy friendly regulations
to provide the legal framework necessary for their rapid implementation. Prioritizing tax breaks for these systems
ensures our industries remain competitive in a climate-conscious global market.

e Diversification Beyond RMG
A modern country cannot depend on a single engine. By extending competitive corporate tax rates to sectors
like Agri-Agro processing, ICT, and Green Tech, the budget can ignite a resilient export basket. Notably, agro
processing is highly labor intensive, providing vital employment for non-specialized manpower— a key societal
need for inclusive growth.

e Automation as Institutional Accountability
With full NBR automation targeted by 2027, we must institutionalize strict response timeframes. Replacing
human discretion with transparent digital tracking for VAT and customs will eliminate the "red-tape tax" and
provide the procedural certainty global investors demand.

Reducing regulatory overlap between Ministries and Agencies is also critical to improving efficiency and clarity.

By linking these reforms, the FY27 budget can signal that Bangladesh is no longer just a source of labor, but a
world-class partner in sustainable innovation. g
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Rahman Rahman Hugq
Chartered Accountants

e Budget preparation is very rarely an easy task for any Government
anywhere. It tends to be an act of fine balance. The first Budget of a
Government is particularly significant as it needs to reflect campaign
promises more than other years.

Hon'ble Prime Minister has promised several safety nets, which he has
already started to roll out. These will of course need to be accommodated.

There are many areas where we need to see decisive and pragmatic
initiatives. Let me touch upon two: revenue mobilisation and investments.

Adeeb H. Khan FCA In revenue mobilisation, though Awami League Government spoke about
Senior Partner it in its final years, it did not do much in reducing taxation “expenditures”
Rahman Rahman Huq like exemptions. Significant sections of our economy have been enjoying

concessionary tax regimes (eg zero to low rates of Income Tax) for a very
long time, to the point where it now seems some of them are addicted to it. Government must start reigning this in; giving
a clear road map extending over 3-5 years how this will be done.

Greater use of technology must speed up. To this should be added use of data to reduce tax evasion. Both will not only
enhance revenue mobilisation, but ease the process faced by taxpayers, thus fostering investment.

At a more granular level, there needs to be a bold move to start revamping the current minimum taxation arrangement.
This is needed not just to ease the current unfairness, but also to reduce uncertainty. To ensure this does not come at
the cost of revenue leakage, greater effective use of data (including Al) is needed.

Arelatively less complicated fiscal measure that could spur investment would be wider use of Accelerated Depreciation.
Currently it is available in the early years of a business, when profits are low or nil, thus making it less useful. Industries
should be able to avail this whenever they invest in plant and machinery.

Though could be difficult to monitor, some fiscal or even non-fiscal (eg a permit or registration requirement) concessions
could be employment based, eg in certain sectors, for every 10 persons employed within an age group there would be a
concession.

It is always easy to advise; only Government has the comprehensive (or nearly so) information of what can be done for
whom and when. We have immense expectations from this Government. Let's hope they have the required resolve and
luck to see this through. bl

The Institute of Cost and Management ﬁw ICM AB

Accountants of Bangladesh (ICMAB) i | P com o e

| ACCOUNTANTS OF BANGLADESH

£ Turning Economic Challenges in to FDI Opportunities

As Bangladesh approaches its next national budget for 2026-27, the focus
should shift from incremental adjustments to a wholistic reforms view that can
transform economic challenges into sustainable investment opportunities for
local and overseas investors. To attract greater foreign direct investment
(FDI), the tax and regulatory framework must become more predictable,
transparent, and business-friendly. Targeted investment incentives—
particularly for export-oriented, manufacturing, and technology-driven
sectors—should be streamlined, transparent, and time-bound. Rationalizing
tax rates, offering accelerated depreciation, ensuring duty exemptions on
capital machinery, and facilitating profit repatriation can significantly enhance
Bangladesh's attractiveness as an investment destination. However,
incentives alone are insufficient without a stable, credible and consistent
fiscal framework. Strengthening investor confidence requires structural
improvements in the country's tax system. Addressing existing loopholes,
inconsistencies in definitions, and procedural complexities is essential to Md. Kausar_Alam FCMA
reduce compliance burdens and uncertainty. A simplified tax administration, ) President

supported by modern digital processes and efficient dispute resolution The Institute of Cost and Management
mechanisms, will foster trust and improve the ease of doing business. Accountants of Bangladesh (ICMAB)

Furthermore, aligning tax policies with global best practices and ensuring consistency across regulatory agencies will
provide much-needed predictability for investors. A transparent, rules-based system—complemented by proactive
policy support—will not only attract quality FDI but also sustain long-term economic growth and competitiveness. J 1§
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