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Mehrshad Ali 3 Min Read DHAKA
(Reuters) - Bangladesh Bank has

trimmed the rate at which it lends
money to banks to expand their
operations, but at the same time
raised the interest for deposits,

apparently to contain growth in the
country’s currency, the taka. The
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lower borrowing rate is aimed at
providing funds to banks and keep

the taka stable, but the higher
interest for deposits makes it more
expensive for importers to borrow.
“Banks shall give priority of loans

for making payment of imports and
remittance to abroad, or to pay off
bank loans, or for the renewal of
bank loans,” Bank of Bangladesh
said in an ordinance passed on

Monday that raises the maximum
amount a bank can borrow to 30
million taka ($242,000) from 15

million taka under a 2010
regulation. Banks can cover the

borrowing limit by mobilising loans
from the central bank and from

other financial institutions, Bank of
Bangladesh said. In the last six

months, the taka depreciated nearly
10 percent against the dollar and
the currency hit a record low on

                             2 / 10



 

Tuesday, trading at 532 taka per
dollar after touching a low of

532.55/56. The government raised
the currency’s reference rate to

$1=100 taka on Sunday to
strengthen the currency in the hope
that a weaker currency will help the
economy recover faster from a deep
recession. The government, which

has been struggling to push through
economic reforms and improve the
quality of growth, does not want the

currency to continue falling. It
allows only imports worth at least

10 percent of the imports in the last
year to be paid with the taka, thus
reserving a percentage of foreign

currency for repatriations. The
government also raised the rules for
banks’ borrowing from the central

bank. They are now required to pay
only a 5 percent interest for loans to
banks for payment of imports or for
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the renewal of loans. The
movement in the local currency
affects importers the most. The
price of imports such as farm

inputs, for example, are fixed in
taka. When the taka appreciates it

becomes more expensive for
importers to pay for imported inputs

and they pass on the cost to
consumers. As such,
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