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Bangladesh's foreign exchange reserves fell to $20.18 billion as on 10Jan24
after the central bank settled import bills of two months through ACU. The
settlements of LCs in Dec23 hit a 37-month low to $4.53 billion due to de-
crease in imports. The LC opening in Dec23 dipped to a six-month low of
$4.90 billion, a 7% decline from Nov figures. In June, the LC opening figure
was $4.87 billion. As per BB, the total inflow of exports and remittances was
$4 billion higher than import expenditure during the Jul-Nov period of the
current fiscal year when this inflow amount was short of $3 billion in the
same period of the last fiscal year. Accordingly, the current account balance
turned to a $579 million surplus in Jul-Nov of the current fiscal year, which
was in deficit of $5.6 billion in the same period of the last year. In Dec 2023,
Bangladesh's merchandise export earnings reached nearly $5.31 billion on
the festival sales boost in the West, marking the monthly highest for the
entire year (EPB). Bangladesh Bank data show a 17% YOQY surge in inward
remittances to $1.99 billion in December, the highest in the last six months.
On the flipside, Unused foreign loans in the government's pipeline surged to
$48.44 billion in November from $44.7 billion in June, highlighting the coun-
try's inability to use up cheaper funds available for projects. The country’s
financial account deficit soared to $5.4bn in Jul-Nov FY24, against a surplus
of $1,3bn in the same period of FY23, as international currency outflows
continued unabated amidst the drastic fall in trade credits and short-term
loans.

Outlook: Through country’s current account became surplus, BDT may depre-
ciate further against USD due to the pressure in the financial account.
Global Currencies
EURUSD 0.07% weekly change 4~
Financial markets lift bets of a Federal Reserve rate cut in March despite US
CPI data. European Central Bank has no extra room for rate hikes, unconfirmed
pivot here. EUR/USD is losing its bullish potential, but a stronger slide is not yet
clear.
GBPUSD 0.28% weekly change @
GBP/USD hit fresh two-week highs, booking the first weekly gain of 2024. The
focus shifts to top-tier UK employment and inflation data in the week ahead.
Pound Sterling buyers are likely to face stiff resistance near 1.2900.
AUDUSD -0.42% weekly change ¥
AUD/USD's modest increase driven by market reactions to US-UK military
actions in Yemen and mixed US inflation reports. Market overlooks China’s
deflationary data, focusing instead on interest rate differentials and economic
implications for Australia. Resilient Aussie inflation data suggests potential
stability in RBA's monetary policy, influencing AUD/USD dynamics.
USDJPY 0.17% weekly change 4
The Japanese Yen is seen extending the overnight recovery against the USD
from a one-month low. Expectations that the BoJ will stick to its ultra-dovish
policy stance should cap the upside for the JPY. Reduced bets for a more
aggressive Fed easing could lendsupport to the buck and the USD/JPY pair.
USDCNY 0.40% weekly change 4
USD/CNY recovers from early drop to 7.1583, last 7.1638. China's December
inflation and trade data were mixed. Potential for monetary policy has not
faded. Medium-term lending facility rate to be set on Monday expecting a small
cut, more liquidity injection.
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Money Market

ltem Avg. Vol. (Cr.) % A (Vol.) WAR % A (WAR)
Call 4864.58 40.48% 9.30% 0.07%
Repo 1338.29 3.33% 8.09% -0.06%
Term 49.00 -42.68% 10.69% 0.30%

Excess reserve (Excess CRR: un-invested cash) in banking system decreased to
BDT 59.91 bio by end of Sep’23 from BDT 78.21 bio as of end of Aug'23. Total
liquid asset (excess of min required asset) including excess investment in govern-
ment treasury securities decreased to BDT 4.28 trio at then end of Sep’23 from
4.37 trio at end of Aug'23.

Interest Rate

Bangladesh's economic growth may slow to 5.6% in the current fiscal and 5.8%
in the next fiscal, as per the World Bank (WB), as inflation is likely to remain
elevated.

The overall rate of headline inflation stood at 9.41% in December in a slight 8bps
decline from November. In the first six months of FY24, the government bor-
rowed Tk279.52bn from the commercial banks and repaid the Bangladesh Bank
Tk357.89bn. Though the government's net borrowing from the banking sector
was Tk78.46bn negative as of 27 December from 1 July of 2023, the commer-
cial banks caught into liquidity pressure due to such repayment to the Bangla-
desh Bank through borrowing from the commercial banks by the government.
The net sales of national savings certificates plummeted to a negative Tk
38.58bn in the July-November FY24, which was negative TK16bn in same period
of FY23. The government is likely to slash its project aid by 15% in the upcoming
revised annual development program, one of the biggest cuts in recent years, for
trimming down spending in the wake of economic slowdown. The NBR's Large
Taxpayers Unit (LTU-VAT) collected around BDT260bn in the first five months of
FY24, an increase of approx. BDT5,000 crore; a 21% YOY rise; two sectors - gas
and tobacco - contributed BDT30bn.

A latest report of the Finance Division shows as of the end of September 2023,
the money multiplier stood at a record-high level of 5.45, as compared to 5.07 at
the end of June. Outlook: Interest rate is expected to remain upward due to ongo-
ing uptrend treasury yield curve for government’s heavy reliance on bank borrow-

ing and inflationary pressure.
Capital Market

(] After a dismal performance in 2023, the primary market may get a boost
this year as two companies -- Best Holdings and NRB Bank. Best Holdings
will raise Tk 3.50 billion under the book-building method while NRB Bank
will raise Tk 1 billion under the fixed price method. In 2023, fund raising
from the primary market through IPOs fell sharply to Tk 2.68 billion, the
lowest in six years.

. Stock brokers are of the opinion that price floors are an impediment to the

normal functioning of the capital market. Certain stock brokers had drawn
the regulator's attention to the issues, such as liquidity shortage, which
emerged in the absence of price discovery of the listed securities. The
BSEC imposed the floor price in July 2022 to arrest free fall of the market
amid macroeconomic worries intensified by the post-Covid impacts and
the Ukraine-Russia war.

Disclaimer: This report is prepared by Treasury & FI Division, BRAC Bank Ltd. 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 solicitation of any offer to buy. Reasonable care has been taken to ensure that the information is not untrue and misleading. BRAC Bank Ltd makes no represen-
tation 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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