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Report Highlights:

Post’s marketing year (MY) 2019/20 (Aug-Jul) cotton area is forecast to rise to 45,000 hectares (HA) as
farmers are projected to increase planted area due to government and private support initiatives to
incentivize growers in the hill tract region. In MY 2019/20, production is forecast up slightly to
139,000 bales based on favorable weather. MY 2019/20 imports are expected to rise to 8.5 million
bales on expectations of increased export market demand for value-added products.



Commodities:
Cotton

Production:

Marketing year (MY) 2019/20 (Aug-Jul) cotton area forecast is up to 45,000 hectares (HA) due in part
to farmers gaining interest to increase cotton area because of expected higher profit margins through
contract growing and utilization of land in the hill tract region with joint technical support by the
Government of Bangladesh (GOB) and cotton spinning mills. In MY 2019/20, production is forecast to
rise to 139,000 bales assuming favorable weather and expanded area of high yielding varieties (HYV).
In MY 2018/19, Post’s cultivation area forecast is revised down to 44,000 hectares (HA), while the
production level is also revised down to 135,000 bales.

Bangladesh primarily produces American Upland (Gossypium hirsutum) and Tree (Gossypium
arboreum) cotton that represent 95 and 5 percent of total production, respectively. Upland cotton is
cultivated in the southwestern, northern, and central regions, while tree cotton is grown in three
southeastern hill districts. The average length of Upland cotton is greater than 28 millimeters (mm);
Tree cotton is less than 10 mm.

The Cotton Development Board (CDB) in Bangladesh is the only responsible organization to work with
farmers on cotton area expansion through the provision of various supports, such as the production and
distribution of seed, technology transfer through training, and research development. Contacts report
that American Upland cotton is currently growing in the hill tract region where food crop cultivation is
limited. With the help of CDB and one textile mill, farmers are cultivating cotton under contract
farming and shifting from tobacco to cotton cultivation.

Consumption:

MY 2019/20 raw cotton consumption is projected to rise to 8.6 million bales on the expectation of
increased yarn and fabric use in the apparel industry due to further international demand as Bangladesh
enjoys a competitive advantage. MY 2018/19 consumption is estimated to rise slightly to 8 million
bales from increased yarn and fabric use to meet ready-made garments demand by non-traditional
importers.

Prices of Cotton

From July 2018, cotton prices started falling in the international market and Bangladesh imported a
higher amount of cotton from September 2018 to January 2019 compared to the previous year.
Although cotton prices in India rose within the first two weeks of March, 2019 due to lower production
estimates, the country still targets China and Bangladesh as their main export markets.

Some textile millers are struggling with the lower price of yarn and fabric in the domestic market, but
export opportunities continue to support cotton imports with strong demand. As a result of cheaper
cotton and fabric, Bangladesh continues to receive increased orders for their finished garments from
international partners.

Prices of Yarn



In March 2019, the price of cotton yarn reduced due to lower cotton prices in the international market,
along with ample supply of yarn and fabric from China, India, and Pakistan.

Local textile millers are facing uneven competition due to abundant imports of cheap yarn and fabrics.
The phenomena is attributed to low-priced yarn and fabric imports increased through bonded warehouse
import “leakage,” improper utilization declaration (UD) certification facilities of readymade garment
(RMG) manufacturers, false declaration of product specification, and smuggling through the border with
India. Local RMG manufacturers are importing yarn and fabric from China, India, and Pakistan using a
bonded warehouse (zero tariff on import of raw materials for export value-added product) privilege.

The imported yarn and fabric with zero tariff are then illegally sold to the local market which forces
down prices in the domestic market and makes local weaving mills and spinners more competitive.
Some of them are about to leave the market and are facing a challenge dealing with a huge stockpile of
unsold fabric.

As a result of yarn oversupply in the domestic market, prices fell nearly 15-20 percent, while some
textile millers and spinners suffered as a result. Some millers planned to cut overseas purchases of
cotton for yarn and fabric production as they were struggling in the market due to the flood of imported
yarn and fabric from China and India. Textile millers urged the GOB to take necessary action in order
to protect the textile industry. The total demand for yarn is more than 2.1 MMT per year. Of the
demand, 70 percent is met by local millers, while the rest is imported mainly from India, China,
Vietnam and Pakistan.

News shared that Bangladeshi backward linkage factories (spinning, weaving, and knitting) are running
their businesses at a loss because of yarn dumping from India, and fabrics from China and Pakistan. The
news source stated that China is providing direct cash returns to exporters of about 15 to 20% on their
export of fabric to Bangladesh. The Chinese government also provides direct support for fabric
manufacturers and traders to promote their products. Due to the U.S. — China “trade war,” yarn and
fabric from China are exported to Bangladesh at a lower price.

Textile industries are facing hard challenges and incurring business losses, as they can’t compete with
imported yarn and fabric at very low prices. Although apparel industries seem to benefit more from
dumping, it makes them more dependent and vulnerable as a supplier of low-priced garments for export.
Business insiders expect cotton imports could fall 15 percent due to very high stocks and lower-priced
yarn in the market.

Value Added Cotton:

For MY 2019/20, yarn and fabric production levels are both projected to increase by around 2.5 percent
to 820,000 tons and 5 billion meters respectively, as domestic demand holds steady while exports rise to
meet increased demand for value-added textiles. MY 2018/19 yarn and fabric production estimates are
revised up to 800,000 tons and 4.85 billion meters. More foreign buyers of value-added apparel are
purchasing from Bangladesh due to cheap labor cost, competitive prices, and an appreciated U.S. Dollar
versus the Bangladesh Taka. Reportedly, some high-end millers have increased production capacity to
satisfy higher domestic and international demand.

Bangladesh currently has 430 spinning mills, 802 weaving mills, 244 dyeing and finishing mills, 32
denim fabric mills, 22 home textile mills, and a total of 6,502 registered and 527 un-registered garment



factories. Sixty-five percent of these factories are located in Dhaka district. Approximately 4,296
Bangladesh Garment Manufacturers and Exporters Association (BGMEA) members employ four
million workers, of which 80 percent are women.

From July 2018 - February 2019, RMG export earnings were approximately US$23 billion in FY
2018/19, up almost 15 percent (Table 10) from last year. In FY 2017/18, the country earned US$ 31.6
billion from RMG exports, an increase of 8.77 percent compared to FY 2016/17, and contributed 83
percent of total export earnings. The export growth was partially contributed to by improved workers’
wages, compliance maintenance investment, workers’ skill development, diversified value addition,
increased domestic and foreign direct investment, and more international brands involved in the trade.

Trade:

MY 2019/20 imports are forecast to rise to 8.5 million bales on expectations of increased export market
demand for value-added apparel products, increased capacities of existing mills, stable international
prices of cotton, and favorable weather for world production.

MY 2018/19 import estimate is unchanged at 8 million bales on anticipated stronger domestic demand
for yarn and fabric production, lower international price of cotton, and international demand for value
added RMG.

Bangladesh imported cotton from 41 countries around the world in MY 2017/18. Among them, India
(25%) and the U.S. (10%) take the largest share of volume, followed by Australia (9%), Mali (9%),
Burkina Faso (8%), Benin (8%), Brazil (7%), Uzbekistan (6%), and others (Figure 2).

Nearly 80 percent of garments made in Bangladesh are sourced from cotton; the rest are made from
viscose, polyester and other materials. Local spinners supply 90 percent of raw materials for knitwear
and 40 percent for the woven garments sector.

Policy:

The Ministry of Textile and Jute revised the projection of the RMG sector, targeted to earn US$35.62
billion and US$38.73 billion in FY 2019-20 and 2020-21 respectively. The factors identified behind the
reduction were poor infrastructure, inadequate energy supply, inefficient port facilities, lack of skilled
labor, and low diversification of export markets and products.

The primary textile sector (PTS) is highly active in supporting backward linkages to the RMG sector as
the major export earner of Bangladesh. Therefore, any GOB policy change in the RMG sector has
indirect impacts on the PTS. In FY 2018-19, the Bangladesh Bank of the Government of Bangladesh
revised cash incentive support rules, and announced that apparel exporters who receive three types of
cash incentives will get a total of 12 percent cumulative in cash incentives per the original rate. Earlier
cumulative cash incentives were limited to a maximum of 10 percent, although the total incentive rate
was 12 percent for all three types of incentives. In September 2018, the government announced cash
incentives for FY 2018-19 in favor of 35 export products including apparel.

Quoting from textile news sources, Bangladesh apparel exporters get four types of incentives:
1. Four (4) percent cash incentive as an alternative to duty bonds and duty drawbacks;
2. Four (4) percent for apparel products export for small and medium-sized industries;



3. Four (4) percent for export of new textile and garment products and expansion of export of
textile items to new markets, markets other than the United States, Canada and the European
Union, and;

4. Two (2) percent cash incentive for exports of apparel products to the EU market in addition to a
4 percent cash incentive.

Bangladesh has import duties (Total Tax Incidence) of 32.4 percent for man-made fiber, 91.37 percent
for fabric, 38.47 percent for yarn, and textile chemical dyes is 32.4 percent. Export-oriented RMG
factories can import yarn and fabric under a duty draw back incentive, which reimburses all customs
duties paid on imported yarn and fabric (but not taxes such as the VAT and Advanced Income tax).
Imports of all textile raw materials, including fabrics, have no quotas.

In 2013, the Government of Bangladesh (GOB) approved Bacillus thuringiensis (Bt) eggplant, and is
currently supporting research for a variety of other commaodities such as late blight resistant potato,
“Golden Rice” fortified with beta-carotene, and Bt Cotton. The GOB promulgated the Bangladesh
Biosafety Rules (BR) 2012, and Biosafety Guidelines of Bangladesh (BG) 2007, which create a
regulatory framework and approval process for all genetically engineered (GE) products developed
domestically or by a third country. All GE products, including raw cotton (or cotton lint), need to be
approved before they can be imported, sold commercially, or cultivated in Bangladesh. For more
information, please see GAIN report: Bangladesh Agricultural Biotechnology Annual 2018.

In order to boost trade or investment opportunities, Bangladesh is working with EU countries, India,
China, Japan, Saudi Arabia, France, South Korea, Brazil, and North American Countries. Bangladesh’s
leaders are emphasizing diplomatic efforts to promote commercial investment campaign by showcasing
various GOB activities for ease of doing business and investment, such as energy infrastructure
development and export processing zones. Countries are invited to invest in high priority sectors such
as textile and apparel manufacturing.

Table 1. Bangladesh: Commodity, Cotton, PSD
(Area in Thousand Hectares, Quantity in 1,000 480 Ib. bales)

Cotton 2017/2018 2018/2019 2019/2020

Market Begin Year Aug-2017 Aug-2018 Aug-2019




Cotton Bangladesh US.D.A New US.D.A New US_D_A New
Official Post Official Post Official Post
Area Planted 0 44 0 44 0 45
Area Harvested 44 44 44 44 0 45
Beginning Stocks 1630 1630 1855 1855 0 1980
Production 135 135 135 135 0 139
Imports 7600 7600 8000 8000 0 8500
MY Im
0 ports from 0 0 0 0 0 0
Total Supply 9365 9365 9990 9990 0 10619
Exports 0 0 0 0 0 0
Use 7500 7500 8000 8000 0 8600
Loss 10 10 10 10 0 10
Total Dom. Cons. 7510 7510 8010 8010 0 8610
Ending Stocks 1855 1855 1980 1980 0 2009
Total Distribution 9365 9365 9990 9990 0 10619
Stock to Use % 24.73 24.73 24.75 24.75 0 23.36
Yield 668 668 668 668 0 673

“Note: MY — Aug-July

Figure 1. Bangladesh: Increasing Trend of Cotton Import
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Figure 2. Bangladesh: Partner Country’s Share of Cotton Import by Quantity

Others
Chad 7%

Ivory Coast 2% -

2%
Cameroon

3% 0

Turkmen
4%
Uzbek
6%

Indian
25%

Brazil

7%
USA

10%

Benin
8%

Burkina Faso
8%

9%

Source: Bangladesh Bank

Table 2. Bangladesh: Area and Production of Raw Cotton



Fiscal Year* Area Harvested Production
(Hectare) Bales** Tons
2005/06 49,770 77,000 14,000
2006/07 42,100 70,530 12,824
2007/08 28,707 42,380 7,705
2008/09 32,600 50,600 9,200
2009/10 31,500 66,000 12,000
2010/11 33,500 80,000 14,545
2011/12 36,000 103,000 18,727
2012/13 39,000 129,000 23,455
2013/14 42,000 144,000 26,182
2014/15 42,700 152,534 27,675
2015/16 42,800 153,280 27,869
2016/17 42,850 156,509 28,000
2017/18 42,900 160,000 28,300

Source: Cotton Development Board (CDB), Government of Bangladesh
*Fiscal Year (July-June)
**1 bale = 400 Ib

Table 3. Bangladesh: Primary Textile Sector (Spinning) Capacity and Growth

Calendar No. of Spindle Capacity Growth in No. of Growth in Spindle
Year Mills (kg) Mills Capacity
2006 260 5,500,000 8.7% 11.39%
2007 283 6,000,000 8.85% 9.09%
2008 341 7,200,000 20% 20%
2009 350 7,600,000 2.6% 5.6%
2010 373 8,700,000 6.6% 14.5%
2011 392 9,600,000 5.6% 10.3%
2012 392 9,800,000 - 2.1%
2013 394 9,800,000 0.51% -
2014 407 10,300,000 3.3% 5.1%
2015 413 11,050,000 1.47% 7.28%
2016 424 11,650,000 2.66% 8.28%
2017 425 12,410,000 0.24 8.28%
2018 430 13,170,000 1.18 9.28%

Source: Bangladesh Textile Mills Association (BTMA)

Table 4. Bangladesh: Textile Industry Overview, Year 2018



Number of Mills that are BTMA Members

1,476

A. Textile Spinning Mills/Yarn
Manufacturing Mills

430

Synthetic Spinning Mills

Acrylic Spinning Mills

Installed Capacity

Spindle Capacity

13.17 million

Rotor / Open-end

0.231 million

Annual Yarn Spinning Capacity (Subject
to 100% Capacity Utilization)

2.943 hillion kg

B. Number of Textile Weaving
Mills/Fabric Manufacturing Mills

802

Denim Mills

32

Home Textile Mills

22

Installed Capacity (Shuttle-less Loom
& Shuttle Loom)

52,169 kg

Annual Woven Fabric Manufacturing
Capacity

3.707 billion meters

D. Number of Dyeing-Printing-
Finishing Mills (Textile Product
Processors)

244

Installed capacity

Annual Fabric Processing Capacity

3.448 hillion meters

Woven Dyeing

2.48 billion meters

Yarn Dyeing

396 million kg

Knit Dyeing

572 million kg

Raw Material Requirements

Raw Cotton

11.5 million bales (maximum 100% processing capacity) (480 Ibs
each bale)

Raw-Cotton Import 2018

8 million bales (App)

Polyester Staple Fiber

96,000 MT

Viscose Staple Fiber

36,000 MT

Raw Cotton Source

USA, Australia, CIS, India, Pakistan, China, Central America,
and East and West Africa.

Type of Raw Cotton Imports

1-1/8", 1-1/16", 1-32", 1-5/32", other

Other Raw Material Used

e Polyester, Viscose and Acrylic Staple Fiber, and Chips
and Pet-Chips, Tencel, Flax, Fibre, Cotton Waste, and
others
Yarn 5-100 counts (both for knit and woven)

¢ Synthetic and Filament Yarn
Other Cotton and Mixed (Woven & Knit) and Denim
Fabrics

Source: Bangladesh Textile Mills Association (BTMA)

Contribution of Textile

* Investment in the primary textile sector over 6.00 billion US$
= The textile sector contributes around 13% of GDP
= QOver 86% of the export earnings comes from textiles and textiles related products




= Around 85-90% yarn demand for knit RMG and 35-40% yarn demand for woven RMG are met by
primary textile sector (PTS)
= Local fabric demand and the yarn demand for handloom are also met by the primary textile sector (PTS)
= Backward and forward linkage industries provide employment for more than 5 million people where 80%
are female.
= PTS industries producing around 1300 MW power through captive generator.
= Generate huge cliental base for banking, insurance, shipping transport, hotel, cosmetics and toiletries, and
related economic activities.
= Total export of the country 37000 million USD (July 2016 to June 2017). Out of 37000 textile and
clothing export is 31,273 million USD which is around 84.52% of the total export.

Table 5. Bangladesh: RMG Export Sales

. Home Specialized
Fiscal Knitwear Woven Textiles F')I'extiles Total Earning
Year US$ uss$ US$ US$ Million US$ Growth (%)
Million Million Million Million

2008/09 $6,429 $5,919 $418 $146 $12,912 15.70
2009/10 $6,483 $6,013 $403 $186 $13,085 1.34
2010/11 $9,482 $8,432 $789 $165 $18,868 44.20
2011/12 $9,486 $9,603 $906 $139 $20,134 6.71
2012/13 $10,476 $11,040 $729 $140 $22,385 11.18
2013/14 $12,050 $12,442 $793 $109 $25,394 13.44
2014/15 $12,427 $13,065 $804 $107 $26,403 3.97
2015/16 $13,355 $14,739 $753 $109 $28,956 9.67
2016/17 $13,757 $14,393 $799 $106 $29,055 0.34
2017/18 $15,189 $15,426 $879 $110 $31,604 8.77

Source: Bangladesh Textile Mills Association (BTMA) and Bangladesh Knitwear Manufacturer and Exporter
Association (BKMEA)
*Fiscal Year (July-June)

Table 6. Bangladesh: Raw Cotton and Other Textile Duty Structure

Adv. Advance Total Tax
Products C[L;ztto m SD VAT Income Reg[;JlIJ?tory Trade Incidence
y Tax y VAT

Raw Cotton 0 0 0 0 0 0 0
Man-made 5% 0% | 15% 5% 0 4% 32.40%
Fibres
Yarn 10% 0 15% 5% 0 4% 38.47%
Fabric 25% 20% 15% 5% 3% 4% 91.37%
Textile 32.40%
dyes- 5% 0 15% 5% 0 4%
chemicals

Source: National Board of Revenue (NBR), Government of Bangladesh




Table 7. Bangladesh: RMG Sector Growth and Consolidation

Fiscal Year Number of Garment Factories (MEiIrl?grlfv)\//gqreIPetrs)
2000-01 3480 1.8
2001-02 3618 1.8
2002-03 3760 2
2003-04 3957 2
2004-05 4107 2
2005-06 4220 2.2
2006-07 4490 2.4
2007-08 4743 2.8
2008-09 4925 35
2009-10 5063 3.6
2010-11 5150 3.6
2011-12 5400 4
2012-13 5876 4
2013-14 4222 4
2014-15 4296 4
2015-16 4328 4
2016-17 4482 4
2017-18 4560 4

Source: BGMEA

Table 8. Bangladesh: Apparel Sector Export Growth

. Total Apparel Export (US$ Million) Total Export R
Fiscal Year Woven Knit Total (US$ Milf)ion) % of RMG’s Total Export

2009-10 6013.43 6483.29 12496.72 16204.65 77.12
2010-11 8432.4 9482.06 17914.46 22924.38 78.15
2011-12 9603.34 9486.39 19089.73 24301.9 78.55
2012-13 11039.85 10475.88 21515.73 27027.36 79.61
2013-14 12442.07 12049.81 24491.88 30186.62 81.13
2014-15 13064.61 12426.79 25491.4 31208.94 81.68
2015-16 14738.74 13355.42 28094.16 34257.18 82.01
2016-17 14392.59 13757.25 28149.84 34655.92 81.23
2017-18 15426.25 15188.51 30614.76 36668.17 83.49




Table 9. Bangladesh: Value Addition in RMG sector

RMG
Export Value
Fiscal E‘ '\Iiack to Back Ra\iv* Back to Back Raw Materials Import as Addition
aterials Import
Year (US$ (US$ Million) Percentage of Total RMG Export (Percenta
Million ge Share)
)

21515.7

2012-13 3 8226.97 38.24 61.76
24471.8

2013-14 8 9663.53 39.49 60.51

2014-15 25491.4 9591.72 37.63 62.37
28094.1

2015-16 6 10210.63 36.34 63.66
28149.8

2016-17 9 10760.12 38.22 61.78
30614.7

2017-18 6 11957.8 39.06 60.94

2018-19

(July-

Sept) 8191.67 3240.83 39.56 60.44

Source: *Export Promotion Bureau. Source:
**Foreign Exchange Operation Department, Bangladesh Bank. Amount of L/C Settlement under back to back

import.

Table 10. Bangladesh: RMG Exports (US$ Million) to the World

) . Total Total
Months Woven | Woven Growt Knit Knit Growt |Export Export  |Growt
2017- 2018- |hRate |2017- 2018- |hRate | 2017- |2016- h Rate
18 19 18 19 18 19
12159 | 1490.6 12633 | 15271 2479.2 | 3017.7
July 3 ) 22.59 s » 20.88 ; A 21.72
1439.4 | 13316 16055 | 1385.7 30449 |27174
August . . -7.49 2 . -13.69 o ) -10.76
Sreptemb 741.77 11632'5 56.72 | 878.08 12983'9 47.36 16159'8 2457 51.65
octoper | 10543 | 14730 |49, | 12392 | 16684 |, ., | 22936 |31414 | .. o
6 1 5 1 1 2
'e\'ro"emb 12616'4 14212'3 1231 |12581 |14308 |13.73 25214'5 28513'1 13.02
Decemb | 14595 15521 | ..,  |1350.9 13465 | ., |28105 28987 | ,,,
er 8 7 7 4 5 1
15712 | 16445 1311.1 | 1487.9 28823 | 31325
January 5 9 4.67 1 8 13.49 3 - 8.68
February 1321.6 15516.4 1965 1229.2 13562.4 1090 26(;0.9 29(;8.8 1le4




10130. 11633. 10125. 11493. 20256. 23126.
Total 35 S 04 |BNY o gg | M7
Source: BGMEA
Table 11. Bangladesh: Value Share (%) of Five Basic Products Produced by RMG Industries
Fiscal Year Shirts (%) Trousers (%) Jackets (%0) T-Shirt (%) Sweater (%)
2009-10 8 24 11 25 14
2010-11 9 23 11 26 14
2011-12 9 25 12 25 12
2012-13 9 24 12 24 12
2013-14 9 23 12 24 12
2014-15 9 22 12 24 11
2015-16 8 22 13 22 11
2016-17 7 21 13 21 12
2017-18 7 23 14 22 13
Source: BGMEA
Table 12. Bangladesh: Growth Rate of Industrial Sector’s Contribution to GDP
Fiscal GDP Growth Manufacturing Large and Medium Scale Small Scale
Year (%) (%) (%) (%)
2005-06 6.67 10.81 11.24 9.14
2006-07 7.06 10.54 10.8 9.48
2007-08 6.01 7.33 7.38 7.15
2008-09 5.05 6.69 6.54 7.3
2009-10 5.57 6.65 6.27 8.17
2010-11 6.46 10.01 11.11 5.67
2011-12 6.52 9.96 10.76 6.58
2012-13 6.01 10.31 10.65 8.81
2013-14 6.06 8.77 9.32 6.33
2014-15 6.55 10.31 10.7 8.54
2015-16 7.11 11.69 12.26 9.06
2016-17 7.28 10.97 11.2 9.82
2017-18 7.86 13.4 14.26 9.25

Source: Different national statistics publication

Table 13. Bangladesh: Development Indicator’s Progress

[0)
£y PI nk\)/ﬁStmegt .(/otOf GEI)_Pz Per Capita Income Power Generation Capacity
UC ! r:eva (i a (US$) (Megawatt)
2005- 26.1
06 5.56 20.58 4 543 5245




2006- 26.1

07 5.09 21.08 7 598 5202
2007-

08 4.5 21.7 26.2 686 5305
2008- 26.2

09 4.32 21.89 1 759 5719
2009- 26.2

10 4.67 21.57 4 843 5823
2010- 27.4

11 5.26 22.16 2 928 7264
2011- 28.2

12 5.76 225 6 955 8716
2012- 28.3

13 6.64 21.75 9 1054 9151
2013- 28.5

14 6.55 22.03 8 1184 10416
2014- 28.8

15 6.82 22.07 9 1317 11534
2015- 29.6

16 6.66 22.99 5 1465 14429
2016- 30.2

17 7.26 23.01 7 1602 15379
2017-

18 8.0 23.3 31.2 1751 15953

Source: Different national statistics publication




