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Rationalise
public sector
borrowing

DCCI says in reaction to
new monetary policy

STAR BUSINESS REPORT

A contractionary monetary policy statement
(MPS) for the first half of the 202324 fiscal vear
will help to revive the financial and private sectors,
said Barrister Md Sameer Sattar, president of the
Dhaka Chamber of Commerce & Industry (DCCI).

The MPS primarily aims to curb inflation by
reducing the aggregate demand in the economy,
continuing supply-side interventions and a stable
and favourable business environment, he said.

The repo and reverse repo have been adjusted
to 6.5 per cent and 4.5 per cent respectively to
control inflation by reducing the money supply,
Sattar said.

“However, the effectiveness of these instruments
of controlling inflation is yet to be seen. Because
reverse repo was raised earlier but inflation did
not decline as expected.”

The DCCI president made the comments in a
press release in response to the monetary policy
statement that Bangladesh Bank announced
today for 2023 24 fiscal year.

The MPS showed that the lending rate cap of 9
per cent has been lifted. However, the lending rate
will be determined based on a new policy termed
as “Short-Term Moving Average Rate (SMART)",
Sattar said.

As a result, the interest rate on bank loans may
reach double digit, which may trigger manifold
challenges for the survival of businesses in the
current volatile geo-economic situation as well as
provoking inflation, he said.

Lifting the cap of lending rate and introducing
the SMART policy may also increase the cost
of doing business for cottage micro small and
medium enterprises, the DCCI president said.

Regarding exchange rate stability, Sattar
agreed that a unified exchange rate will stabilise
the market. However, strong monitoring should
be in place by the Bangladesh Bank so that it is
properly maintained.

“The reduction of ERQ encashment limit to
50% and increase of interest ol EDF to 4.5% are
necessary moves Lo mitigate the foreign exchange
challenges. To enhance remittance inflow in
the country, Bangladesh Bank needs to be very
stringent to discourage the informal channel of
inward remittance lik
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High public sector
credit target

may limit pot
borrowing: DCCI

Staff Correspondent

DHAKA Chamber of Com-
merce and Industry presi-
dent Md Sameer Sattar said
that 43 per cent public sec-
tor credit growth target set
by the Bangladesh Bank in
the monetary policy state-
ment for the July-Decem-
ber period of the financial
year 2023-24 might limit
the scope for private sector
borrowing.

He stressed enhancing
tax collection and ensur-
ing efficiency and good
governance in government
spending to reduce public
sector borrowing.

The central bank an-
nounced the monetary pol-
icy statement on Sundav.

In a statement, Sameer
said, ‘A contractionary
monetary policy stance
would help to revive the
private sector credit growth
which has been set at 10.9
per cent for July-December
of FY24 amid the current
geoeconomic uncertainty.’

The DCCI president
said, 'The MPS showed
that the lending rate cap of
9 per cent has been lifted
and will be determined
based on “short-term mov-
ing average rate (SMART)".
As a result, the interest rate
on bank loans may reach
double-digit, which may
be challenging for busi-
nesses to survive and may
increase the cost of doing
business for CMSMEs.’

The repo and the reverse
repo have been adjusted

DCCI

to 6.5 per cent and 4.5 per
cent respectively to control
inflation by reducing the
money supply, he said.

Regarding exchange rate
stability, Sameer said that
a unified exchange rate
would stabilise the market.

‘Reduction of ERQ en-
cashment limit to 50 per
cent and increase of inter-
est of EDF to 4.5 per cent
are necessary moves to mit-
igate the foreign exchange
challenges,’ he said.

To enhance remittance
inflow in the country, the
Bangladesh Bank needs
to be very stringent to dis-
courage the informal chan-
nel of inward remittance
like hundi, he suggested.

Sameer sought solid rec-
ommendations from the
Bangladesh Bank to deal
with non-performing loans.

‘The Bangladesh Bank
can identify and pinpoint
the exact reasons, focusing
on habitual defaulters, and
start engaging with various
institutions and stakehold-
ers in order to work to-
wards reducing the current
backlog in recovery cases
along with quick reforms to
introduce ADRs in an effec-
tive manner,’” he said.
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Rationalise public
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Dhaka Cham-
ber of Com-
merce and In-
dustry (DCCI)
President Md
Sameer Sat-
tar on Sunday
said it is ap-

parent that
private sector
credit growth

has slowed down due to the current
geo-economic uncertainty.

He believes that the target set for
public sector credit may limit the scope
for private sector borrowing, read a
press release.

“To reduce public sector borrowing,
efficiency and good governance must be
ensured by adjustment in government
spending through austerity measures,
rationalisation of government expenses
and prioritization of development pro-
jects,” he added.

Sameer also underscored enhancing
tax revenue to reduce the public sector
borrowing from the banking sector, and
acknowledged that a contractionary
Monetary Policy Statements (MPS) will
help to revive the financial and private
sectors.

The MPS primarily aims to curb in-
flation by reducing the aggregate de-
mand in the economy, continuing sup-
ply-side interventions and a stable and
favourable business environment, he
said in response to the declared mone-
tary policy for the first half of FY24 by
the Bangladesh Bank.

The repo and reverse repo have been
adjusted to 6.5 per cent and 4.5 per cent
respectively to control inflation by re-
ducing the money supply.

However, the effectiveness of these
instruments of controlling inflation is
yet to be seen. Because the reverse repo
was raised earlier but inflation did not
decline as expected.

MPS showed that the lending rate
cap of g per cent has been lifted. Howev-
er, the lending rate will be determined
based on a new policy termed as “Short-
Term Moving Average Rate (SMART).”

As a result, the interest rate on bank
loans may reach double-digit which
may trigger manifold challenges for the
survival of businesses in the current
volatile geo-economic situation as well
as provoking inflation.

Lifting the cap of lending rate and
introducing the SMART policy may also
increase the cost of doing business for
CMSMEs.
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Contractionary MPS to

help pvt sector:

oo OPECIAL CORRESPONDENT
Dhaka Chamber of Commerce and In-
dustry (DCCI) President Barrister Md.
Sameer Sattar said that a contractionary
monetary policy would help the country
to revive its financial and private sectors.

His remarks came as Bangladesh
Bank declared the Monetary Policy State-
ment (MPS) for the flrst half of the up-
coming fiscal year 2023-24.

The MPS primarily atms tocurb infla-
tlon by reducing the aggregate demand
in the economy, continuing supply-side
interventions and a stable and favourable
business environment.

The repo and reverse repo have been
adjusted to 6.5 percent and 4.5 percent re-
spectively to control inflation by reduc-
Ing the money supply.

However, the effectlveness of these in-

struments of controlling inflation 1s yet
t0 be seen. Althnugh the reverse Irepo was
raised earlier; the Inflation did noteaseas
expected.

The lending rate cap of 9 percent has
been lfted. However; the rate will be de-
termined on the basis of a new ];.'IEI].IIII}F
termed as “Short-Term Mﬂ?mg Average
Rate (SMART)".

“As a result, the interest rate on bank
loans may reach doubledigit which
could trigger manifold challenges for the
survival of businesses in the current
volatile geo-economicsituation as well as
provoking inflation,” DCCI president
said.

“Lifting the cap of lending rate and in-
troducing the SMART policy may also in-
crease the cost of ﬂn]ng business for
CMSMEs,” he added.

The public sector credit growth has

DCCI

been set at 43 percent for July-December
of FY 2023-24, which was 40 percent in
January-June of FY 2022-23.

On the other hand, the private sector
credit growth has been set at 10.9% for
July-December of FY 2023-24, which was
11 percent in the January-June period of
FY 20:22-23.

It s apparent that private sector cred-
1t growth has slowed down due to the cur-
rent geo-economic uncertainty.

DCCI president observed that the tar-
wet set for public sector credit might Him-
it the scope for private sector borrowing.

“To reduce public sector borrowling,
efficlency and good governance must be
ensured by adjustment in government
spending through austerity measures,
rationalisation of government expenses
and prioritisation of development

projects.” Sattar underscored enhancing tax revenue
to reduce the public sector borrowing from the bank-
Ing sector. Regarding exchange rate stability, DCCI
chief agreed that a unifled exchange rate would sta-
bllise the market.

However, strong monitoring should be in place by
the Bangladesh Bank so that 1t 1s properly maintained.

Reduction of ERQ encashment 1imit to 50 percent
and increase of interest of EDF to 4.5% are necessary
moves to mitigate the forelgn exchange challenges.

“To enhance remittance inflow In the country
Bangladesh Bank needs to be very stringent to dis-
courage the Informal channel of Inward remlttance
like hundi.”

Barrister Sattar was expecting solid recommenda-
tions from the Bangladesh Bank to deal with Non-Per-
forming Loans (NPLs).

“This 1s because maintaining low NPLs and ensur-
ing good governance In banks and financilal institu-
tions are critical for maintaining financial sector sta-
bility."

“We halil Bangladesh Bank and the Government of
Bangladesh for the formation of a committee to re-
view the existing Bank Company Act 1991 to propose
effective resolution to the growing NPLs.”

He sald, “Since growing NPLs 1s limiting the pri-
vate sector credit and In turn, stalling private sector
growth, stern measures for quick loan recovery
should be brought into place.”

“In this connection, Bangladesh Bank can identify
and pinpoint the exact reasons, focusing on hablitual
defaulters,” DCCI president remarked.

He suggested the central bank should start engag-
ing with various institutions and stakeholders in or-
der to work towards reduclng the current backlog in
recovery cases.

Besides, quick reforms to introduce ADRS In an ef-
fectlve manner were also necessary, Sattar added.
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Rationalise public sector borrowing to
encourage private borrowing: DCCI

Business sk

A conbractiomasy monedary policy statement
(MIPS) fior the first ball of the 2023-24 flscal year
will hedp e rervive the financlal and private sec-
tors, said Barrister Md Sameer Sattar, president
of the Dhaka Chamber of Commeroe & Indus-
try (DO,

Thee MPS primarily sms b curb inflation by
seducing the aggregate demand in the econo-
my, continuing supphy-side interventions and
a stable and favourable business environmenl,
e seaied.

The reps and reverse rego have beon adjuis-
e 4065 per-cent and £.5 per cent respectively

b comtrol inflation by reducing the money
upphy; Sattar said.

"Howwwer, the effectiveness of these instns-
ments of controlling inflation is yet i be seen.
Becmme revirse repo was rised varlier but in-
ative didd not decline as expected *

The: DXCCE president made the comments in
a press Tekase In response b hie monetary
policy <tatement that Rangladesh Bank an
noanced on Sunday for A125-24 fiscal year

The MFS showed that the lending rte cap of
@ per cent has been lifed. However, Hue Iend-
img pate will be delermined based on & new
policy termied as"Shot-Term Moving Average

Bl (SMARTY, Suttar saiel

As q resudl, the mberest ke on bank kare.
may reach domble-dight, which may trigger
manifld challenges for the survival of buss:
s in e Grrnent volatile geo-economic
uintivet as widl as prosarking inflaton, he said,

Liftiveg the cap of lending rate and introduc-
Ing thee SMART policy may also increase ihe
cost of doing business for cottage micr small
and medium enterprses, the DCCT president
s,

Regarding exchange rate stability, Sattar
agread that a wnified exvchange rale will sta-
bilkse the market
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