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Major Highlights 

 The proposed budget size for FY 2020-21 is BDT 5,680 bn which is 13.20 % higher than the revised budget (RB) of BDT 5,015 bn in FY 2019-20 .  

 Bangladesh government has a set a GDP target of 8.20% and the inflation target of  5.4% for FY 2020-21.   

 The budget deficit is 33% of the budget size and projected deficit is 6.0% of GDP which is the highest since FY 2008. 

 Out of the total budget deficit, Tk 80,017 crore (42%)  will be financed from external sources, while Tk 109,983 crore (58%) from domestic sources. Of the 

domestic sources, Tk 84,983 crore  (77%) will come from the banking system and Tk 20,000 crore (23%)  from savings certificates .  

 For the first time, the government proposed injecting black money in  different financial schemes of banks and Sanchaypatra;  in addition to investment cap-

ital market and real estate. However, there will be a 1 year lock-in in case of investment in the capital market.  

 Tax rate for non-listed companies (except telecom, tobacco & financial inst.) has been reduced to 32.50% from 35.00%. 

 For bond, tax deducted at source (TDS) to be applied at the time of payment of interest instead of at the time of deduction of upfront source tax on interest.    

  FY 21 FY 20 (RB) Growth %  

Budget Size      5,680.00       5,015.77  13.2% 

 17.9% 17.9%   

Target Revenue      3,780.00       3,480.69  8.6% 

% 11.9% 12.4%   

Budget Deficit    (1,900.00)     (1,535.08)  -24.0% 
% -6% 5%   

Bank Borrowing          849.80           824.21  3.1% 
% 2.7% 2.9%   

External Borrowing          800.17           561.63  42.5% 

% 2.5% 2.0%   

GDP    31,718.00     28,057.00  13.0% 

Source: Ministry of Finance  Source: Ministry of Finance  

Sectoral Allocation Budget Overview 
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Macro Snapshot of Bangladesh 

Source: Bangladesh Bank & Budget Speech 2020-21 
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Budget Overview 

 This year the government declared the biggest 
budget in the history of the country. The reve-
nue target is BDT 3780 bn which 8.6%% higher 
than RB of FY 20. 

 

 The GDP growth rate is projected to be 8.2% for 
FY2020-21 with an assumption of faster recovery 
from COVID-19 induced downturn. 

 

 Annual Development Program (ADP) of BDT 
2051 bn is 36% of the budget.  

 

 Tax collection through National Board of Reve-
nue (NBR) is expected to be the biggest contrib-
utor in revenue generation like in the previous 
years, contributing to 87% of the total expected 
revenue.  

 

 Banking sector will be the primary  source of fi-
nancing to fill up the deficit for the 2021 national 
budget- financing close to 45% or BDT 849 bn of 
the deficit. This is could result in government 
borrowing crowding out private sector invest-
ment growth. 

 

 Government will borrow BDT 200 bn through 
the National Savings Certificate (NSD) as the next 
biggest source of domestic financing.  

 

 

  

FY (21) FY (20) RB Growth %  FY (20)  Growth 
%  

Revenue        3,780.00         3,480.69  8.6%      3,778.10  0.1% 

  11.9% 12.4%   13.1%   

NBR Tax        3,300.00         3,005.00  9.8%      3,256.00  1.4% 

Non-NBR Tax            150.00             125.67  19.4%          145.00  3.4% 

Non Tax Receipt            330.00             350.02  -5.7%          377.10  -12.5% 

Expenditure 5680 5015.77        5,231.90  8.6% 

  17.91% 17.88%   18.13%   

Non-Development        3,111.90         2,749.07  13.2%      2,779.34  12.0% 

Development        2,150.43         2,023.49  6.3%      2,116.83  1.6% 

ADP        2,051.45         1,929.21  6.3%      2,027.21  1.2% 

Other            417.67             243.21  71.7%          335.73  24.4% 

Deficit      (1,900.00)      (1,535.08) 23.8%    (1,453.80) 30.7% 

  -5.99% -5.47%   -5.04%  

Financing           

External borrowing            800.17             561.63  42.5%          680.16  17.6% 

Domestic borrowing        1,099.83             973.45  13.0%          773.63  42.2% 

Bank borrowing in Domestic 
Source            849.80             824.21  3.1%          473.64  79.4% 

GDP      31,718.00       28,057.00  13.0%    28,858.72  9.9% 

                   Summary of Budget        ( BDT in bn) 
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Macro Snapshot 

Indicator 
Actual Budget 

Revised  

Budget 
(RB) 

Projection 

FY19 FY20 FY20 FY21 FY22 FY23 

CPI Inflation (%) 5.50% 5.50% 5.50% 5.40% 5.30% 5.20% 

Pvt. Sector Credit Growth (%) 11.30% 16.60% 14.80% 16.70% 16.80% 16.80% 

Indicator 
Actual Budget 

Revised 
Budget (RB) 

Projection 

FY19 FY20 FY20 FY21 FY22 FY23 

Export (growth in %) 10.50% 12.00% -10.00% 15.00% 10.80% 11.00% 

Import (growth in %) 1.80% 10.00% -10.00% 10.00% 8.00% 7.00% 

Remittance (growth in %) 9.60% 13.00% 5.00% 15.00% 10.00% 10.00% 

 Growth of credit to private sector has been set at 16.7% 
for FY21, which is projected to reach 16.8% in FY23 . How-
ever, as of May 2020, private sector credit growth was 
8.86% which is lowest since December 2008.  As govern-
ment borrowing likely to increase,  the target credit 
growth will be very difficult to  achieve due to crowding 
out effect .  

 

 Inflation is assumed to be stable at 5.4% in FY21. As on 
May 31, 2020 inflation was to 5.61% (12 month average). 

 Growth target for export has been set at 15.0% in FY21 . During Jul-June’FY20 export has declined by 17% on YoY basis. 
 

 Growth target for import has been set at 10.0% in FY21 .Till May FY20, total import declined by 10.81% due to alarming slowdown in the import of capital ma-
chineries. 

 

 Remittance growth target for FY21 has been set at 15.0%. Though remittance inflow hit a new record of $18.20 billion in FY20 with 11% YoY growth, there is a 
possibility that the remittance income may slow down in near future due to ongoing pandemic in the major destinations for Bangladeshi migrants worker and 
drastic fall in global crude oil price affecting the Middle East counties.  

 

Source: Medium Term Macroeconomic Policy Statement 

Source: Medium Term Macroeconomic Policy Statement 

Budget Overview 
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Revenue & Deficit Financing  
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Revenue and Financing Sources 
 The FY21 budget has a revenue target of BDT 3,780 bn, which is 8.6% higher 

than the target of BDT 3,480.69 bn in the RB FY20. 
 

 During July’119 to March’20, the government has collected tax of BDT 1650 
bn against revised target of BDT 3005 bn in RB FY20.  It is unlikely for govern-
ment to collect BDT 1355 bn tax within the next three months. In FY21, gov-
ernment targets to collect tax of BDT 3300 bn (9.8% higher than RB). 

 

 In comparison to the RB FY20, government plans to decrease its reliance on 
banking sector in percentage term (54% to 45%) and increase borrowing 
from external sources i.e. (foreign lenders) (37% to 42%)  and from Savings 
Certificates ( 9.7% to 13.2%) to finance its deficit.  
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Expenditure & Sector Allocation  

 Public services sector alone account for 49.3% 
of total incremental expenditure; followed by 
education and technology (15.1%) (mainly 
due to Rooppur Power Plant)  

 

 Interest payments in FY 21 comprises to 
11.23% of the total budget decreasing mar-
ginally, from the 11.50% in the RB FY 20 budg-
et. This may be achieved by greater reliance 
on bank borrowing and foreign loans which 
are both cheaper than National Savings Cer-
tificate.  

 

 Despite the ongoing pandemic, Food and So-
cial Safety accounted for only 2.70% of the FY 
21 budget; this is lower than both the budget 
and revised budget (RB) of FY 20.  

 

 Although the Health and Welfare is an essen-
tial sector, especially considering the present 
Covid-19 scenario, it didn’t fare much better 
the last year as it only represents 4.01% of 
the FY 21 budget, compared to 3.80% in RBFY 
20.   

 
 
 
 

Sectoral Allocation in Budget (BDT bn) 

Sector   
FY  21 FY 20 (R) Growth  

Incremental 

Share Sl.  

% % Cr Tk. Δ% % 

1. Public Service 19.9% 16.0% 32756 40.7% 49.3% 

2. Education and Technology 15.1% 15.4% 8724 11.3% 13.1% 

3. Transport and Communication 11.4% 11.7% 6093 10.4% 9.2% 

4. Interest 11.2% 11.5% 6137 10.6% 9.2% 

5. LGRD 7.0% 8.1% -901 -2.2% -1.4% 

6. Defense Services 6.1% 6.5% 1777 5.4% 2.7% 

7. Social Security and Welfare 5.6% 6.1% 1155 3.8% 1.7% 

8. Agriculture 5.3% 5.4% 2963 11.0% 4.5% 

9. Health 5.1% 4.7% 5555 23.4% 8.4% 

10. Public Order and Safety 5.0% 5.5% 1229 4.5% 1.9% 

11. Energy and Power 4.7% 5.2% 604 2.3% 0.9% 

12. Housing 1.2% 1.5% -509 -6.8% -0.8% 

13. Culture and Religious  Affairs 0.8% 0.9% 52 1.1% 0.1% 

14. Industrial and Economic Services 0.7% 0.8% -41 -1.0% -0.1% 

15. Others (Memorandum Item) 0.8% 0.8% 829 21.0% 1.2% 

 Total Expenditure 100.0% 100.0% 66423 13.2% 100.0% 
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Individual Tax Rates 

Current Proposed 

Tax Exemption Threshold  BDT Tax Exemption Threshold  BDT 

General Taxpayers 250,000 General Taxpayers 300,000 

Women & Senior Citizen (65 years+) 300,000 Women & Senior Citizen (65 years+) 350,000 

Person with Disability 400,000 Person with Disability 450,000 

War-wounded Freedom Fighters 425,000 War-wounded Freedom Fighters 475,000 

Total Income Tax Rate Total Income Tax Rate 

On First, BDT 250,000 Nil On First, BDT 300,000.0 Nil 

On Next, BDT 400,000 10% On Next, BDT 100,000.0 5% 
On Next, BDT 500,000 15% On Next, BDT 300,000.0 10% 
On Next, BDT 600,000 20% On Next, BDT 400,000.0 15% 
On Next, BDT 30,00,000 25% On Next, BDT 500,000.0 20% 
On the Balance of Total Income 30% On the Balance of Total Income 25% 

 Tax rate for non-listed companies (except telecom, tobacco & financial 
inst.) has been reduced to 32.50% from 35.00%. As a result tax gap be-
tween listed and non-listed securities (other than financial institutions, 
telecom and tobacco) is reduced to 7.5% instead of  existing 10%.  

 

 The RMG factories having green building certification enjoy a special tax 
rate of 10% and publicly listed RMG factories  pay taxes at a rate of 12%. 
The deadline of the SRO providing this special tax rate was supposed to 
end on 30th June 2020. However, the Finance Minister proposed to ex-
tend the time-limit of the SRO for another two years.  

 Tax-free income threshold of male taxpayers is pro-
posed to increase from Tk 250,000  to Tk. 300,000 
and the tax-free income threshold of female taxpay-
ers and taxpayers above 65 years of age from Tk. 
300,000 to Tk. 350,000  respectively. 

 

  The minimum tax rate for individuals is proposed to 
decrease  from 10% to 5%, and the maximum tax rate 
for individuals from 30 % to 25% . 

Proposed Income Tax Changes in FY21 

Corporate Tax Rates 
Sector Current Proposed 
Publicly Traded Company 25.00% No Change 

Non-listed Companies 35.00% 32.50% 

Publicly Traded RMG 12.00% 

No Change 

RMG (Green Factory) 10.00% 

Non-listed RMG 15.00% 

Listed Financial Institutions 37.50% 

Non-listed Financial Institutions 40.00% 

Merchant Banks 37.50% 

Cigarette & Other Tobacco Products 45.00% 

Listed Telecom Operators 40.00% 

Non-Listed Telecom Operators 45.00% 

Dividend Income 20.00% 

40.00% 
Non-listed newly Established Financial Institutions 
(including Bank, NBFI and Insurance)e in 2013  

37.50% 
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Proposed VAT & SD Changes  

 VAT (Value Added Tax) and SD (Supplementary Duty) Rules 2016 have been amended  
 

 VAT registration threshold has remain unchanged at BDT 30mn  
 

 Advance Tax  has been reduced from 5% to 4% for imported raw materials used manufacturing industries 
 

 Time limit for input tax credit has been proposed to extend  up to 4 tax periods from existing 2 periods, in addition, 80% expenditure incurred in the transpor-
tation services will be eligible for input credit claim  

 

 The new online-based VAT law requires record keeping of VAT invoice during sales or supply on a compulsory basis through Electronic Fiscal Device (EFD) and 
Sales Data Controller (SDC) . 

Exemption & Implementation 

VAT Exemption  
 
 VAT of 15% has been fully withdrawn on tyres and inner tubes needed for 

agricultural tractors.  
 

 VAT has been proposed to 0% on import of gold (unwrought)  
 

 All kinds of import duties and VAT has been exempted on materials that 
are used for preventing Covid-19, such as testing kits PPE, masks and raw 
materials required to produce drugs hand sanitizers. 

 

  Supplementary duty of 10% will be charged on ceramic products like bath-
room sinks, tubs etc.  

 

 VAT will be exempted for the Bangladesh government's priority and fast 
track projects, such as Rooppur Nuclear Power plant Project, High Tech 
Parks etc. 

VAT Implementation 
 
 SD and VAT has been increased by 20% and 15% respectively, on bulk pur-

chases of Frozen Cuts and offal of fowls. 
 

  SD on imported nails, tacks, drawing pins of iron/steel has been increased 
to 20% from 0% previously.  

 
 

 Increased VAT to 10% from existing 5% on air conditioned launch services. 
 
 

 SD raised to 15% from 10% on services provided through mobile phone 
SIM/RIM  

 

 SD on BRTA fees would be increased to 15% from 10% for vehicles on the 
road and from 25% to 30% for aircrafts and helicopters.   

 

 Increased  VAT from 5% to 7.5% on furniture items at the showroom stage. 
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Capital Market 

Incentives for Undisclosed Money 

 

 Individual taxpayers are allowed to disclose any type of undisclosed house property including land, building, flat and apartment on paying tax at a particular 
rate on per square meter. 

 

 Individual taxpayers can invest money in the capital market and show it in their tax returns on paying tax at a rate of 10% on the value of the investment sub-
ject to satisfying certain conditions including a lock-in period of one year. 

 

 Individuals can disclose undisclosed cash, bank deposits, savings certificates (Sanchayapatra), shares, bonds or any other securities on paying taxes at a rate of 
10% on the value of the said declaration 

 Investment of undisclosed money in the capital market by paying 10 %  tax on such investment, subject to lock-in period of 1 year has been introduced. 
 

 Provision of TDS at the time of payment of interest and discount on bonds instead of the existing provision of deduction of source tax upfront on interest and 
discount on bonds has been introduced. 

 

 Present provision of deducting withholding tax on the value of bond transactions has been withdrawn. However withholding tax deduction on the commission 
to be fixed by the BSEC has been proposed. 

 

 Tax exemption on dividend income up to BDT 50,000 for individual will remain unchanged. 
 

 Tax rate for publicly listed companies (except telecom, tobacco & financial inst.) will remain unchanged. However, the tax rate for non-listed companies has 
been reduced by 2.5%.  

 

 Mandatory provision of declaration of cash dividend instead of stock dividend on at least 50% of dividend earnings  will remain unchanged.  

 
Impact:  
 

The  opportunity of investing undisclosed money paying 10% tax, would help to  bring long term funds  and revitalize  the capital market. However, as there is a 

lock-in for 1 year, potential investors having black money may show apathy to invest as the government also allows investment of undisclosed money in all finan-

cial schemes and instruments like cash, bank deposits and saving certificates, subject to 10% tax without any lock-in condition. In addition,  reduction of tax gap 

from 10% to 7.5% between the listed and non-listed companies along with compulsory dividend payout clause may discourage a section of   companies  to be-

come listed in the capital market.  
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Banks & NBFIs 

Bank Borrowing: 

In FY20-21  government has planned to borrow BDT  849.80 bn (2.70% of GDP) which was BDT 824.21 bn (2.90% of GDP) in the RB FY19-20.  The private sector 

credit growth might be reduced further as the banks would be induced to invest in  safer government securities instead of lending to private sector during this 

pandemic situation.  

Regulatory Changes in the Banking Sector 

Particulars New Old Wef Impact 

Reduction of CRR by 1.5% 4.00% 5.50% 12-04-2020 Fresh liquidity to be increased by BDT 198 bn 

Reduction of REPO by 0.75% 5.25% 6.00% 15-04-2020 Make funds cheaper for the banks 

Increase of ADR/IDR by 2%   

Conventional  bank 87.00% 85.00% 
15-04-2020 

Lending capacity of the scheduled banks to be in-
creased  by Tk 270 bn   Islamic            bank 92.00% 90.00% 

Excise Duty 

 Balance (in BDT) Existing (in BDT) Proposed (in BDT) 

0 – 100,000 NIL NIL 

100,001 – 500,000 150 150 

500,001 – 1,000,000 500 500 

1,000,001 – 10,000,000 2,500 3,000 

10,000,001 – 50,000,000 12,000 15,000 

50,000,001 and above 25,000 40,000 
Source: Budget Speech FY2020-21, Page:94-95 

 Applicable excise duty rates will remain unchanged like the previous in cases 

where the bank account balance does not exceed BDT 10 lakh at any time during 

a year.  
 

 The excise duty mainly changed for higher slabs starting from the balance BDT 10 

lakh and more which is mainly managed by the corporate clients. This mere 

change won’t have any significant affect in the customers balance. 

Bangladesh bank has given liquidity spaces to both banks and NBFIs in recent months in the following manner: 

Regulatory Changes in NBFI 

Reduction of CRR by 1.0% 
Increase of SLR by 1.0% 

1.5% 
3.5% 

2.5% 
2.5% 

June 1,2020 Fresh liquidity to be increased by BDT 3.5 bn for NBFIs 
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Sectorial Implications 

Bank  
 

 Private sector credit growth is also likely face further road blocks as banks will be unwilling to give out loans to SMEs at the fixed rate stated by the 
Bangladesh Bank considering the risky nature of the SMEs. In addition, the impact of Covid-19 will make it harder for businesses to survive, therefore 
banks would be wary of loan default as well. 

 

 Increase in excise duty might discourage general publics to deposit in banks. 

Textile 
 The 1% incentive provided on RMG export will continue beyond June 30, 2020.  
 

 The special tax rate of 10% on RMG factories with Green Building Certification will continue for two more year after June 2020.  
 

 Withholding tax has been reduced from 1% to 0.5% on all sorts for export proceeds to subsidize the overall export sector including RMG.  
 

 In order to  boost the RMG sector,  the VAT rate has been changed from 5.0% ad valorem VAT on Polyester, Rayon and all other synthetic yarn to BDT 

6 per kg and from BDT 4.0 per kg on all kinds of Cotton Yarn to BDT 3 on per kg.  
 

 As RMG sector is the biggest revenue generator for the country, government has continued the previous subsidy programs  along with new favorable 

tax and VAT rate changes. In addition, the government previously also declared BDT 50 bn stimulus package to endure through the Covid-19 crisis.  

Telecommunication 
 In last year’s budget supplementary duty on services provided through SIM/RIM card was increased from 5% to 10%, this year the rate has been in-

creased to 15%. Customer will now have to pay BDT 133.25 to avail  services worth BDT 100; which was previously BDT 127.50. Although this might 

initially put off customer and lead lower usage, this will be a temporary impact as telecommunication service is an essential consumer service.  
 

 

Fast Moving Consumer Good (FMCG) 
 Supplementary Duty on locally produced cosmetics increased from 5% to 10%.  
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Sectorial Implications 

Food & Allied 
 The rate of Tax Deducted at Source (TDS) for essential commodities like  rice, atta, potato, garlic, onion, etc has been deducted from 5% to 2% on a flat 

rate. This likely to a have positive impact and lead to an increase in demand for bakery and confectionary items. 
 

 Reduced the TDS on poultry feed from 5% to 2% to subsidize the local poultry industry. In addition, the government increased excise duty on packaged 

imported chicken to further promote local poultry industry.  

Pharmaceutical  
 Government has proposed to exempt all kinds of import duties and charges on materials that are used for preventing Covid-19, such as testing kits PPE, 

masks and raw materials required to produce drugs hand sanitizers. Therefore, pharmaceutical companies making hand sanitizers and drugs which are 

known to prevent the worsening of Covid-19 will directly benefit from this new ruling.  
 

 No VAT will be charged on Covid-19 testing kits and on locally manufactured masks and PPE.  
 

Tobacco 
 
 
 
 
 
 
 
 
 
 
 To discourage smoking, government increased the price of all segments of tobacco products. In addition, supplementary duty has increased on the 

low end cigarettes. The customers for low end cigarette segment are also very price sensitive and might move to lower quality brands or start using 

bidis. 
 

 Tobacco consumptions usually tends to be inelastic, however given the pandemic, people might stay away from smoking due to health concerns, 

therefore in the short term sales of tobacco companies might suffer.   

Segment 
Existing price 
per 10 sticks 

Proposed price 
per 10 sticks 

Supplementary 
Duty 

Handmade Filter Non Bidi 

20-Sticks (Filter) 17 19 Unchanged
(40%)   10-Sticks (Filter) 8.5 10 

Handmade Filter Bidi 

25-Sticks 14 18 
Unchanged

(30%)  
12-Sticks 6.72 9 

8-Sticks 4.48 6 

Segment 
Existing 

price per 
10 sticks 

Proposed 
price per 
10 sticks 

% 
Change 

Existing 
SD 

Proposed 
SD 

SD Change 

Premium 123 128 4% 65% 65% Unchanged 

High 93 97 4% 65% 65% Unchanged 

Medium 63 63 0% 65% 65% Unchanged 

Low 37 39 5% 55% 57% 2% 
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Sectorial Implications 

Engineering & Automobiles  
 Government proposed to reduce customs due duty on vehicles needed for agricultural purposes, and proposed to continue the existing vat exemp-

tions tractor tires and tubes.  
 

 Supplementary duty on BRTA fees would be increased to 15% from 10% for vehicles on the road and from 25% to 30% for aircrafts and helicopters.   

Construction 
 Source tax would be charged at fixed rate of 0.5% on M.S. scrap supply, previously this went up as much as 5%.  
 

 Increased customs duty on additives required for the cement industry from 5% to 10%.  
 

 A supplementary duty of 10% will be charged on ceramic products like bathroom sinks, tubs etc.  
 

Footwear/Tannery  
 The government reduced duty on three important raw materials needed for the footwear/tannery industry: Polyvinyl Chloride (25% to 15%), Textile 

Fabrics Laminated with Polyurethane ie. artificial Leather (25% to 15%) and Printed Knitted or Crocheted Fabrics (10% to 0%). This will directly benefit 

the footwear companies as their production cost decreases. 

Change in Customs Duty 

Description Existing Rate Proposed Rate 

Roller Chain used on Agricultural Machinery 10% 1% 

Ball Bearings Used on Agricultural Machinery 10% 1% 

M.S Sheet (1mm-3mm) 10% 1% 

Gear Boxes and parts thereof 10% 1% 

Steering 10% 1% 

Tire used on agricultural Machinery 5% 1% 

Tube used on agricultural Machinery 5% 1% 

Wheel Parts (Rim) used on agricultural Machinery 10% 1% 

Blower for grain dryer 10% 1% 

Coated Electrodes of base metal 10% 1% 
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This Document/Report has been prepared and issued by Prime Bank Investment Limited (PBIL) on the basis of the public information available, internally de-

veloped data and other sources believed to be reliable. Whilst all reasonable care has been taken to ensure that the facts and information stated in the docu-

ments are accurate as on the date mentioned herein. Neither PBIL nor any of the director, shareholder, member of the management or employee in the re-

search team or employee represents or warrants expressly or impliedly that the information or data of the sources used in the document are genuine, accu-

rate, complete, authentic and correct. It does not solicit any action based on the materials contained herein and should not be construed as an offer or solici-

tation to Buy or Sell or Subscribe to any stocks. If any person takes any action relying on this report, shall be responsible solely by himself/herself for the con-

sequences thereof any claim or demand for such consequences shall be rejected outright by PBIL or by an court of Law.  
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