
Inflation 25-month high in November
Current account deficit soars; ADP execution rate only 19pc in July-Nov period

FE REPORT | Wednesday, 11 December 2019

Data  on  three  key  macroeconomic  indicators,  released
Tuesday by relevant agencies, disappointingly, are not in line
with the original official projections made in the budget for the
fiscal year (FY) 2019-20.
Inflation in the month of November last shot up to 25-month
high and crossed the projection of average annual rate of 5.5
per cent for the fiscal year 2019-20.
Current account deficit increased to $1.30 billion at the end of
October of this fiscal with both import and export recording a
negative growth over those of the corresponding period of last

FY.
The execution of the Tk. 2.15 trillion annual development programme (ADP) was as low as 19 per cent
during the first five months of the current FY.
INFLATION: The monthly inflation rate on a point-to-point basis hit  a 25-month high at  6.05 per cent in
November mainly due to higher prices of rice and onion, officials said on Tuesday.
In September 2017, the monthly inflation rate was recorded at 6.12 per cent,, Bangladesh Bureau of Statistics
(BBS) data showed.
Officials said the monthly inflation rate on a point-to-point basis started falling after September 2017 and
hovered around 5.0 per cent in the latter months.
The BBS data available on Tuesday showed that the inflation rate in November jumped by 0.58 percentage
points from 5.47 per cent in the previous month.
Emerging from the meeting of the Executive Committee of the National Economic Council (ECNEC) on
Tuesday, Planning Minister MA Mannan said the prices of rice and vegetables, especially onion, had fuelled
the inflation rate in the last month.
He told journalists that they were expecting the inflation rate to fall in the current month, with a possible
decline in prices of vegetables and onion.
In November last year, the BBS recorded the point-to-point inflation rate at 5.37 per cent.
According to the BBS, the food inflation rate at the national level rose higher than that of the non-food one.
The point-to-point inflation rate for food items increased to 6.41 per cent in November from 5.49 per cent in
October.
On the other hand, the non-food inflation rate rose slightly to 5.47 per cent in the last month from 5.45 per
cent in the previous month.
The BBS data showed that the rate of point-to-point inflation increased in rural areas at a higher rate than in
urban areas in November. The inflation rate rose to 6.01 per cent from 5.36 per cent in the previous month.
In the villages, the food inflation also grew at a faster pace to 6.54 per cent in the last month from 5.56 per
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cent in the previous month.
The non-food inflation increased to 4.99 per cent in November from 4.96 per cent in October, the BBS data
showed.
In the urban areas, the inflation on a point-to-point basis also went up to 6.17 per cent in the last month from
5.67 per cent in October. The food inflation in cities raced to 6.11 per cent from 5.31 per cent.
The non-food inflation in the urban areas also rose to stay at 6.13 per cent from 6.09 per cent.
The government in the fiscal year (FY) 2019-20 has set a target to keep the inflation rate within the limit of
5.5 per cent.
The BBS also unveiled the Wage Rate Index on Tuesday. The index increased to 6.42 per cent in November
from 6.38 per cent in October.
BOP : Pressure on the country's current account balance is gradually increasing, because of rise in deficit
between export earnings and import expenses, officials said.
The current account deficit stood at US$ 1.30 billion during the July-October period of the current fiscal year
(FY), 2019-20, according to the central bank's statistics, released on Tuesday.
The account deficit was $ 765 million a month ago (July-September). It was $ 2.07 billion in the first four
months of FY 19.
Actually,  the  pressure  on  current  account  balance  has  started  since  September  2019  after  two months
interval.
Talking to the  FE, a senior official of the Bangladesh Bank (BB) said such trend in the  current account
balance deficit may continue in the coming months of this fiscal.
"The current account balance has entered into negative territory again because of a falling trend in export
earnings than higher import payments," the central banker explained.
Earlier, the current account returned to the green zone in July, the first month of FY 20, after three years of
negative balance.
Meanwhile, the country's trade gap widened slightly during the first four months of FY 20, as the rate of
export growth fell more than the import one that indicates a sluggish trend of the economy.
The overall trade deficit widened by 5.58 per cent to $ 5.62 billion during the period under review from $
5.32 billion in the same period of FY 19, the BB data showed.
The country's export growth fell by 6.65 per cent to $ 12.52 billion in July-October from $ 13.41 billion in the
same period of the previous fiscal.
Import growth also dropped by more than 3.0 per cent to $ 18.14 billion from $ 18.73 billion.
"The country's  overall export  earnings should be  increased immediately to  ease  pressure  on  the  current
account balance," Mustafizur Rahman, distinguished fellow of the Centre for Policy Dialogue (CPD), told
the FE.
The senior economist also urged the policymakers to take effective  measures to sustain the existing high
remittance inflow.
He  said  the  overall  import  may  increase  in  the  near  future  following  implementation  of  different
infrastructure projects across the country.
Currently, the government is implementing ten priority projects under the supervision of a Fast-Track Project
Monitoring Committee, headed by Prime Minister Sheikh Hasina, for ensuring their quick implementation.
"The inflow of foreign direct investment (FDI) should be expedited that  will help improve  the country's
overall balance of payments (BoP)," he added.
Meanwhile, the BoP deficit came down to $ 224 million in the first four months of this fiscal from $ 444
million in the same period of FY 19. It was $ 204 million in the first quarter (Q1) of this fiscal.
ADP : The government agencies spent 19 per cent of their development budget in the first five months of the
current fiscal year (FY), 2019-20, officials said.
The figure is 1.0 percentage point lower than that in the corresponding period of last fiscal.
In the same period (July-November) of fiscal year (FY) 2018-19, the government ministries and agencies
utilised 20 per cent of the Tk 1.80 trillion Annual Development Programme (ADP) outlay.
According to the data of the Implementation Monitoring and Evaluation Division (IMED) of the Planning
Commission, the project implementing agencies spent Tk 413.87 billion, which is 19 per cent of the total
outlay of Tk 2.15 trillion for FY '20.
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The ADP implementation rate for July-November period is a little bit lower, Planning Minister MA Mannan
told  reporters  after  emerging from the  meeting of  the  Executive  Committee  of  the  National Economic
Council (ECNEC) on Tuesday.
"We hope the project execution rate will go up in the coming months as the Planning Commission has taken
various measures to expedite the development work," he added.
Of the total ADP outlay of Tk 2.15 trillion, Tk 1.31 trillion will come from internal resources, Tk 718 billion
from external  resources  as  project  aid  and  Tk  123.93  billion  from the  funds  of  the  autonomous  and
semi-autonomous bodies.
An IMED official said some large ministries had failed to improve their project execution capacity, as their
implementation rates were lower than that in the same period of the last fiscal.
Among the 15 major development  budget holders,  the  railways,  health,  industries,  and energy ministries
demonstrated very poor performance during the five-month period.
Under the ongoing ADP, the ministries and agencies have been implementing 1,616 projects.
Meanwhile, the ECNEC at its meeting approved the revision of the 3rd terminal construction project for the
Hazrat Shahjalal International Airport (HSIA), raising the cost by Tk 77.89 billion.
With the cost hike, the overall expenditure for this project now stands at  Tk 213.99 billion, up from the
original outlay of Tk 136.10 billion.
Presided over by Prime Minister Sheikh Hasina, the ECNEC meeting approved a total of seven development
projects involving a combined Tk 92.41 billion.
Of the seven projects, five are new while two others are revised ones.
The projects include construction of chancery complex at Islamabad (3rd revised) at an additional cost of Tk
153.4 million; widening of Ramu-Fatehkharkul-Morichhya national highway at Tk 2.66 billion, widening of
Keraniganj to Hasara of Munshiganj national highway at Tk 4.09 billion, widening of  Kushtia  portion of
Jhenidah-Kushtia-Pakshi-Dashuria  highway at  Tk 5.74 billion,  widening of  Nageshwari-Kashipur-Fulbari-
Kulaghat-Lalmonirhat district highway at Tk 993.5 million and infrastructure development of three colleges
at Dhaka, Madaripur and Rangpur districts at a cost of Tk 885.8 million.
Planning Minister MA Mannan told reporters that Prime Minister Sheikh Hasina  in the  ECNEC meeting
asked the  authorities concerned to discourage  the  practice  of  frequent  visits to foreign countries by the
project officials.
The  PM's  directive  came  in  the  wake  of  widespread  criticism of  frequent  visits  abroad  by  the  project
officials.
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