Analysis of MRM August

PHASE 1 - OIC: RD ASM YOUSUF

BANGLADESH’S READY-MADE GARMENT (RMG)
SECTOR AMID RECENT GEOPOLITICAL SHIFTS

Recent 37%
US Tariff:

Challenge or
Opportunity
for Bangladesh?

Bangladesh’s Ready-Made Garment (RMG) sector is a pivotal pillar of its economy, contributing
over 80% to the country's total export revenue. As global trade dynamics shift, particularly due to
changes in tariff policies, Bangladesh finds itself in a position to capitalize on the evolving
landscape, especially with the recent U.S. tariff actions. In 2025, the U.S. imposed retaliatory
tariffs on India’s RMG exports, reaching up to 50% on key textile lines. This move has
significantly affected India’s competitiveness in the global market, with its RMG exports to the
U.S. dropping by 12.4% in Q2 2025.

The imposition of these high tariffs on India presents a key opportunity for Bangladesh, which
benefits from a much lower tariff rate of 20% on its RMG exports. With labor costs in
Bangladesh among the lowest globally—just $135 per month—the country is well-positioned to
absorb the rerouted orders from countries like India and China, who face higher tariff burdens.



This shift could contribute to a projected steady rise in Bangladesh’s RMG exports, forecasted to
reach $39.16 billion by 2027, allowing it to outpace India in growth despite the tariff pressures on
India’s sector.

. -
w £E282 111

i L
",l‘,,-"lll 'JI’: l 2 & g..;L-...

pam malls s re aa T T w7 x amre

e U B RN
=T, aaaa:t

However, while Bangladesh’s cost structure is highly competitive, internal infrastructure
challenges remain significant. The country’s logistics and supply chain inefficiencies, particularly
at major ports, hinder its ability to capitalize fully on the growth potential. Delays in
manufacturing timelines and dependency on imported raw materials increase production costs,
undermining the sector's competitiveness. Strengthening domestic fabric and yarn production
would not only alleviate this dependency but also reduce costs, enhancing Bangladesh’s global
position.

In addition to these logistical challenges, non-tariff barriers, such as compliance with
environmental regulations and labor standards, are increasingly scrutinized in international
markets. Bangladesh must address these concerns, particularly as European and American buyers
are becoming more focused on sustainability and ethical production practices. If Bangladesh fails
to meet these standards, it risks losing preferential access to key markets, particularly the EU,
which has strict regulations regarding environmental and labor conditions.



To sustain long-term growth, Bangladesh must diversify its product offerings, moving into
higher-value segments like sportswear, specialized fabrics, and premium apparel. Expanding its
presence in emerging markets, such as Africa and Latin America, is also crucial as demand for
textiles rises in these regions. While the U.S. remains a vital market, Bangladesh must mitigate
risks associated with over-dependence on traditional buyers.

In conclusion, Bangladesh’s RMG sector stands to benefit significantly from the U.S. tariff
actions on India, as the country leverages its labor cost advantages and preferential trade access.
However, the sector’s ability to capture this opportunity depends on resolving internal challenges,
particularly in infrastructure and sustainability compliance. By diversifying its product range,
strengthening logistics, and embracing green manufacturing practices, Bangladesh can secure its
competitive edge and thrive in the global RMG market.
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ISHAQ DAR’S 2025 VISIT TO BANGLADESH AND
REGIONAL IMPLICATIONS
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Ishaq Dar’s visit to Bangladesh in August 2025 represents a significant milestone in the
geopolitical and economic landscape of South Asia. This visit marks the first high-level
diplomatic engagement between Pakistan and Bangladesh since 2012, signaling a potential thaw
in relations that had been strained for over a decade. The context of this visit and its outcomes
bear substantial implications not only for Pakistan and Bangladesh but also for the broader South
Asian region, including India and China. This visit is critical for understanding the broader
geopolitical ramifications. Bangladesh’s political landscape has shifted after the 2024 political
changes-created a window of opportunity for Pakistan, which seeks to recalibrate its diplomatic
and economic relationships with Dhaka.

During Dar’s visit, both nations signed several agreements aimed at bolstering bilateral trade,
which has witnessed a positive uptick. Pakistan’s trade with Bangladesh surged by 27% in the
fiscal year 2024-25, with Pakistan’s exports to Bangladesh amounting to $787 million and
Bangladesh’s exports to Pakistan rising to $78 million. This trade growth, although significant,
remains modest compared to Bangladesh’s trade with India, which dwarfs Pakistan’s economic
footprint in the country. As of 2024, Bangladesh’s bilateral trade with India exceeded $25 billion,



underscoring the scale of the challenge for Pakistan in competing with India as Bangladesh’s
primary trade partner.
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Nevertheless, Pakistan’s interest in deepening economic ties with Bangladesh is evident through
initiatives such as the revival of the Joint Economic Commission (JEC) and the establishment of a
preferential trade agreement (PTA). The promise of tripling bilateral trade to $3 billion in the near
future hinges on successfully implementing these agreements. However, the potential for further
trade expansion remains limited by structural issues such as logistical bottlenecks, market access
challenges, and limited complementarities between the two economies. Bangladesh’s concern
over the influx of cheap Pakistani textiles potentially undermining local producers poses another
risk to the success of these initiatives. The economic potential of greater cooperation, particularly
in areas like pharmaceuticals, textiles, and jute, can only be fully realized if both countries
address these practical challenges. Additionally, the establishment of a knowledge corridor with
500 scholarships and enhanced cultural exchanges, while symbolically important, will not be
sufficient to drive the kind of transformative economic relationship that Pakistan envisions
without deeper institutional and economic reforms on both sides.

Dar’s visit to Bangladesh is also reflects a deeper geopolitical calculation. Pakistan is clearly
seeking to reduce Bangladesh’s dependence on India and diversify its strategic alliances.
Bangladesh, traditionally aligned with India both economically and strategically, is now pursuing
a policy of strategic autonomy, which includes engagement with regional powers such as China
and Pakistan. This shift is particularly significant given the growing Chinese influence in South
Asia, notably through the China-Pakistan Economic Corridor (CPEC) and the growing role of
Beijing in regional security and infrastructure projects. The trilateral meeting between
Bangladesh, Pakistan, and China signals a deeper strategic alignment. While this new alignment
does not directly challenge India’s position, it clearly signals Bangladesh’s desire to balance its
foreign relations and reduce its overreliance on New Delhi. For Pakistan, this engagement serves



to enhance its regional influence, particularly by courting Bangladesh as a potential ally in the
broader India-China-Pakistan triangle.

In this front, India is acutely aware of these developments and perceives any deepening of
defense or security ties between Bangladesh and Pakistan as a potential threat. India’s strategic
calculus in South Asia, which has long relied on its superior military and economic power, faces
increasing challenges from Pakistan’s attempts to cultivate closer ties with Bangladesh. Should
defense cooperation between Bangladesh and Pakistan deepen, it could trigger a strong response
from India, potentially leading to non-tariff barriers, diplomatic pressure, or even a recalibration
of India’s engagement with Bangladesh. India’s stance on Bangladesh’s growing ties with China
and Pakistan may influence its diplomatic tactics in the region, especially if these developments
challenge its strategic interests.
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However, the historical grievances from the 1971 Liberation War continue to serve as a major
obstacle in normalizing relations. The strained relations between Bangladesh and Pakistan,
particularly over unresolved issues from the 1971 Liberation War, had been exacerbated by
Bangladesh’s close strategic alignment with India during the tenure of former government. With
the emergence of a new political dynamic in Bangladesh, Islamabad seized this opportunity to
engage with Dhaka, sending multiple high-level delegations. However, the process is fraught with
complexities, especially due to the lingering domestic sensitivities surrounding the 1971
atrocities, unresolved compensation demands, and the call for a formal apology from Pakistan.
Without sincere efforts to address these issues, Bangladesh’s engagement with Pakistan may
remain limited.
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