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Note

Under its overall mandate on trade and development, the United Nations Conference on Trade
and Development (UNCTAD) serves as the focal point within the United Nations Secretariat for
all matters related to foreign direct investment. Its work is carried out through intergovernmental
deliberations, research and analysis, technical assistance activities, seminars, workshops and
conferences.

The following symbols have been used in the tables:

e Use of an en dash (-) between dates representing years, for example, 2020-2021
signifies the full period involved, including the beginning and end years.

¢ Reference to dollars ($) are to United States of America dollars, unless otherwise
indicated.

¢ Annual rates of growth or change, unless otherwise stated, refer to annual compound
rates.

¢ Details and percentages in tables do not necessarily add to totals because of
rounding.
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Introduction

The Investment Policy Review (IPR) of Bangladesh was published in 2013. It provided a
comprehensive assessment of the country’s strategic, legal and institutional framework for
investment and proposed tailored recommendations to improve the investment climate and
attract foreign direct investment (FDI). The IPR also outlined recommendations to further
enable public-private partnerships (PPP) to attract FDI for infrastructure development, focusing
on the policy framework, regulatory and financial constraints and institutional capacity.

In 2025, the Bangladesh Investment Development Authority (BIDA) requested UNCTAD

to assess the implementation of the IPR recommendations. This report analyses the
progress made in strengthening the investment climate, including amid various global
crises. It also highlights further actions to support the country’s development objectives,
particularly considering its scheduled graduation from least developed country (LDC) status
in November 2026. An online tool, the Live implementation matrix, will be made available
to the Government of Bangladesh to continue monitoring and reporting on progress

made, and to provide an up-to-date picture of efforts undertaken to further reform the
investment environment. The analysis and recommendations are based on UNCTAD’s
Investment Policy Framework for Sustainable Development (IPFSD) (UNCTAD, 2015), which
provides guidance for aligning investment policy with inclusive growth and sustainability.

Since its inception in 1999, UNCTAD’s IPR programme has supported more than 60
economies, including 26 LDCs, in enhancing their investment frameworks in line with their
national development goals and the Sustainable Development Goals (SDGs). Follow-up
reports are prepared at the request of beneficiary countries to assess the implementation
of the IPR recommendations, identify remaining challenges and propose additional actions
to further improve the investment environment. These reports also help determine the
need for technical assistance and support the design of future reform strategies.



Textiles, finance
and power attract
the bulk of FDI,
but investment

iIN Nnew sectors

is increasing

Key foreign direct investment trends

FDI inflows to Bangladesh have declined
over the past six years, but early 2025
data point towards a rebound.

After peaking at over $1.8 billion in 2019,
inflows declined by nearly one-third in 2024,
falling below levels observed at the onset

of the COVID-19 pandemic (figure 1). The
stock of inward FDI remained stable at about
$18 billion since 2021. Investor confidence
during this period was affected by several
elements. Starting in 2021, the depreciation
of the taka (about 36 per cent against

the United States dollar), combined with
foreign exchange constraints, contributed

to payment delays and import restrictions,
particularly for fuel. This, in turn, affected
energy availability and cost, thus increasing
operational challenges for investors. The
country also saw sociopolitical developments
in 2023-2024, associated with the

parliamentary election cycle and constitutional

reform process, as well as labour-related
disruptions in the garment sector, the largest

FDI recipient. Macroeconomic pressures,
including a slowdown in gross domestic
product (GDP) growth from 8 to 4 per cent,
and a rise in inflation from 5.5 to close

to 10 per cent between 2019 and 2024,
also weighed on the broader investment
climate. Looking ahead, early data for

2025 suggest a rebound in FDI inflows,
supported by higher reinvested earnings and
intracompany loans, alongside indications of
stronger GDP growth and easing inflationary
pressures, as macroeconomic and political
conditions gradually stabilize (IMF, 2025).

' Bangladesh Bank has recently adopted the Asset/Liability (“gross”) basis for reporting inward FDI flows and
stock, in accordance with the Sixth Edition of the IMF Balance of Payments and International Investment
Position Manual (BPM6). Data compiled under this methodology are available only from 2019 onwards. The
transition from the Directional (“net”) basis outlined in BPM5 to the Asset/Liability approach constitutes a
structural break in the time series. To ensure consistency, this report utilizes Asset/Liability-based data as

reported to UNCTAD through November 2025.
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Figure 1.
FDI inflows decreased after 2019 but show signs of recovery in early 2025
Inward FDI flows and stocks to Bangladesh, 2019-2025, billions of dollars

FDI inflows

............ ) 10
................ 05
18.3 18.9
2019 2020 2021 2022 2023 2024 2025-H1
Source: Bangladesh Bank.
Note: H1 = first six months of 2025.
Investment attraction remains individual comparators, the average LDC
modest relative to other export- and the average for the Association of
oriented peers in Asia. Southeast Asian Nations (ASEAN) and
The country’s absolute performance is the Regional Comprehensive Economic
stronger than that of the average LDC Partnership (RCEP), the two regional
(table 1). The relative performance (in groupings it aims to join. FDI represents
terms of population, GDP and gross fixed 1 per cent of total gross fixed capital
capital formation) is weaker than that of formation and 0.4 per cent of GDP.

Table 1.
The absolute and relative FDI performance lags behind regional peers

Average inflows of foreign direct investment Foreign direct investment stock

Per $1 000  As percent- Total Percentage
Economy Millions Per capita gross  age of gross - Per capita of gross
. . - (millions of .
of dollars (dollars) domestic  fixed capital (dollars)  domestic
. dollars)

product formation product
Cambodia 37e4 221 %6 3 52667 .. 3065 .. nr
Indonesia 22451 8.? ....................... 1.8 ......................... .6 .............. 305666 .. 1085 22,
VietNam 17358 175 A 15 249141 2859 a8
RSEAN 19066 ... 284 O 20 ... 308987 .. 8220 a
RCER 28963 o 187 19 .. [ 575295 .. 3748 o 28

LDCs’ 631 26 21 7 10 448 415 32

Source: UNCTAD.

Note: ASEAN comprises Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar, the Philippines, Singapore,
Thailand and Viet Nam. RCEP comprises the ten ASEAN member States, Australia, China, Japan, New Zealand
and Republic of Korea.

* For comparability of data for ASEAN, RCEP and LDCs: a) the average FDI flows in millions of dollars are
calculated by dividing the group average for the considered period by the number of countries in the group; b)
the total FDI stock is an average value of individual countries’ FDI stock.
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Textiles, finance and power attract

the bulk of FDI, but investment

in new sectors is increasing.

Together, these three industries accounted
for $10.5 billion, or 58 per cent of the
inward FDI stock at end-2024 (figure 2).
While banking, textiles and garments have
traditionally dominated, the power sector
has recorded a faster growth over the past
six years, with FDI rising by 77 per cent.
Steady increases have also been observed
in telecommunications, pharmaceuticals,
fertilizers and other chemicals, as well as
trade and health-related services, although
the latter remains small in absolute terms.

The digital economy is also emerging as
a key destination for foreign investment.
Between 2019 and 2024, FDI inflows

to telecommunications, software and
information technology (IT) reached $434
million, or 15 per cent of services FDI, with
telecommunications accounting for the
majority. The deployment of 5G technology

is expected to attract additional investment
in telecommunications, and the [T services
market is projected to grow by 11.8 per
cent annually to $3.3 billion by 2029.2
Over 40 joint ventures and foreign-owned
offshore development centres now operate
in the sector, deepening integration into
global technology value chains. FDI in
hardware manufacturing is also rising,
though it remains below regional peers.
From 2020 to 2024, 30 greenfield projects
worth $1.1 billion were announced, largely
in data centres (UNCTAD, 2025). At the
policy level, the draft National Digital
Transformation Strategy 2025-2030 aims
to address bureaucratic, infrastructure and
cybersecurity challenges that constrain
investment by improving regulatory
frameworks, fostering innovation and
expanding startup financing by 50 per cent.®

2 See investbangladesh.gov.bd/investment-sector/it-it-enabled-services
3 See thedailystar.net/tech-startup/news/bangladeshs-digital-transformation-roadmap-draft-key-

takeaways-3827356
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Figure 2.
Textiles, finance and power account for the largest shares of inward FDI
FDI stock by sector, 2019 and 2024, billions of dollars
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Source: Bangladesh Bank.

Notes: NBFI = non-bank financial institutions. Official Bangladesh Bank industry categories. Data as of end-
December.

Led by Asia, the sources of FDI power, construction, agriculture and fishing,
are geographically diversified. leather, textiles and telecommmunications

In 2024, 56 per cent of the inward stock sectors (table 2). Singapore, the Republic
was held by Asian economies, followed by of Korea and China are the leading

Europe (29 per cent), North America and the sources, followed by Hong Kong Special
Caribbean (10 per cent) and other regions Administrative Region (China), India

(5 per cent). Asian investors dominate the and Malaysia (in that order). European



Report on the implementation of the Investment Policy Review

Bangladesh
investment, led by the United Kingdom countries from the Caribbean, mainly
(the largest investor in the country), the the United States, is directed to finance,
Netherlands and Norway, is concentrated in textiles, power, gas and petroleum, while
food processing, banking, pharmaceuticals, Australia stands out among other regions
trade and telecommunications. Finally, with major holdings in gas and petroleum.

investment from North America and

) Table 2.
FDI sources are diverse and span several sectors
Bangladesh’s FDI stock by major investing economies, December 2024

FDI stock Percentage of

Economy Industries of major interest (millions  the total FDI
....................................... Ll 2l Sl
United Kingdom Banking, textiles and wearing, food products, pharmaceuticals and chemicals 3184 17.4
singapore Power, telecommuricatons, texles and wearing, agricutre and fishing. 2000 14
‘RepublicofKorea Todiesanduearng ater and keaterpockes es2 00
Chma .............................. Powertexmes andwear I ng ....................................................................................... 1487 ....................... 81 J
HongKong’ Chma ............ Texm es and Wearmg powe r ba nkl ng .......................................................................... 1 303 ....................... 7 1 N
Neth e rla nds .................... PowerfOOd prOdUCtS trad e ...................................................................................... 1 235 ....................... 6 8 J
i L O
India Banking, power, textiles and wearing 846 4.6
Malaysm ......................... Telecommumcatlonspower ......................................................................................... 771 ........................ 42 J
Au stra | I a ......................... Gas a nd p etmleum ..................................................................................................... 607 ....................... 3 3 J
Japan ............................. Femllzers .................................................................................................................. 498 ....................... 2 7 J
s" L anka ........................ Bankmg texme S a nd Wea rmg ....................................................................................... 438 ....................... 2 4 J
B"“sh . VI rgm . | s |ands ...... Texm es and Wearmg ................................................................................................... 370 ....................... 2 0 J
No rway ........................... Telecommumcanons ................................................................................................... 338 ....................... 18 J
Tha“and .......................... Agncu Itur e and ﬁSh mg ................................................................................................ 272 ....................... 1 . 5 J
ot PSSO s 1
Mauritius Textiles and wearing 222 1.2
Paklstan ......................... Bankmg .................................................................................................................... 184 ....................... 1 . 0 J
Othe rs ............................. vano US Sectors ....................................................................................................... 1 436 ....................... 8 0 J
Tota| .......................................................................................................................................................... 13 294 ...................... 100 .

Source: Bangladesh Bank.

Note: Official Bangladesh Bank industry categories.
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Summary of findings

The IPR acknowledged Bangladesh’s
strong potential to attract more foreign
investment. To realize it and foster the
contribution to sustainable development,
the report highlighted the need for a more
coherent investment strategy supported
by legal and institutional reforms. It called
for strengthening investment promotion,
improving administrative efficiency,
modernising the tax and land systems,
addressing infrastructure bottlenecks and
enhancing a skilled workforce to ensure
that investment contributes to industrial
upgrading and more integration into global

and regional value chains. These issues have

also been raised in subsequent studies of
the investment environment of Bangladesh.*

Amid rising trade barriers and heightened
global uncertainties, Bangladesh is
advancing a broad reform agenda, including
to its constitution, to support its LDC
graduation, scheduled for November 2026,
and improve the investment climate. Key
measures were implemented since the IPR

and are outlined below, with further details
in the implementation matrix (see annex).

P Important efforts were undertaken
to facilitate and promote investment.
A new institutional framework for
investment policy and promotion has been
established with the creation of BIDA in
2016 through the merger of the former
Board of Investment and the Privatization
Commission. Significant progress has
also been achieved to facilitate business
establishment and access to information
through the implementation of digital
platforms, such as the One-stop Service
(OSS) portals and the centralized interface
BanglaBiz. In an investment facilitation
effort, BIDA also offers co-location of
representatives for involved entities
(e.g. National Board of Revenue (NBR),
Bangladesh Bank) in its premises and
the designation of focal points for others.
The Authority is also working on several
investment climate reform initiatives.
Various promotion activities were also
undertaken, and reforms are continuing.

4 See for example ADB and Organization for Economic Co-operation and Development (OECD), 2025.

A new
institutional
framework for
investment
policy and
promotion has
been established
with the creation
of BIDA
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These include the identification of
priority sectors, the creation of an inter-
ministerial coordination committee that
meets regularly with the private sector,
the introduction of investor relationship
management systems, the launch of
targeted outreach campaigns and the
development of enhanced communication
tools, including a new website and
revamped social media accounts.

The Government is planning to merge
BIDA with five other investment-related
regulatory and promotion agencies.

P Key regulatory and institutional
reforms were implemented, including
in labour, taxation and intellectual
property. The Labour Act underwent
a major revision in October 2025. The
revised law introduced significant worker
protections, with the aim of aligning with
the International Labour Organization
recommendations. This includes a ban
on gender-based wage discrimination,
extended maternity leave, relaxed rules
for forming trade unions, mandated
provident funds for medium and large
factories, and the establishment of a fund
for workplace accident compensation.
The 2023 Income Tax Act expanded
online procedures, streamlined deductible
expenses, and aligned national provisions
with international accounting standards,
while the value-added tax reform
introduced electronic filing and payment.
At the institutional level, the NBR has been
undergoing reforms, including separating
its policy and revenue collection functions
as part of a revenue mobilisation initiative
and receiving regular feedback from the
private sector. The Transfer Pricing Cell,
established earlier within the NBR, has
recently become operational and has
initiated transfer pricing audits. The new
Patents Act strengthens compliance
with the World Trade Organization
Agreement on Trade-Related Aspects
of Intellectual Property Rights (TRIPS)
ahead of Bangladesh’s graduation from
LDC status. In addition, Bangladesh took
steps to review its international investment
agreements (IlA) network, comprised

of bilateral investment agreements

and broader economic agreements,
such as free trade agreements (FTAS).
At the request of BIDA, UNCTAD
delivered in 2018 a review analysing
the country’s lIA network and providing
recommendations to make it more
conducive to sustainable development.

P Reforms have improved the
investment regime in several priority
sectors. The National Drug Policy
2016 further eased restrictions on
foreign pharmaceutical firms engaging
in licensing and contract manufacturing,
while a domestic active pharmaceutical
ingredients park has begun limited
operations and a second one is under
consideration. In the power sector, new
measures have enabled private wheeling
of electricity and merchant sales to
industrial users under the Merchant Power
Policy of 2025, and renewable energy
targets have been introduced alongside
updated rules. In addition, multiple
partnerships with foreign universities,
including in developed countries, have
been established to the benefit of higher
education quality. A taskforce was formed
to recommend policies for strengthening
competitiveness in the semiconductor
industry, and a working group was
set up to make recommendations
for long-term tax predictability in
selected emerging industries.

Despite these notable efforts,
important challenges continue to limit
Bangladesh’s ability to fully capitalise
on its investment potential.

P The investment-specific legal and
institutional framework needs
further enhancement. There is a
lack of coordination and coherence in
the formulation and implementation of
investment, industrial and trade policies.
Also, the Foreign Private Investment
(Promotion and Protection) Act 1980
was not revised. This entails that the Act
does not consolidate FDI restrictions,
which are still spread across sectoral
regulations, and treatment conditions for
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foreign investors could be defined more
explicitly. Investment entry procedures
require approvals from various government
entities, including BIDA. Multiple OSS
portals are in place, but information

on approval procedures is limited and
manual and off-platform processes
remain necessary. Foreign exchange
controls have been eased for certain
operators, particularly in economic
zones; procedures for paying royalties,
fees and services abroad have been
simplified, and foreign loans can be
received without prior approval if duly
reported. Nonetheless, capital and share
sale repatriation and outward remittance
payments remain slow and burdensome
processes, due to documentation,
valuation and tax clearance hurdles,
though reform recommendations

have recently been completed.

P Other aspects of the investment
environment still require
strengthening. Land governance

has improved thanks to streamlined
government acquisition processes,
digitalized records and procedures, and
a national zoning initiative. Economic
zone development has been selectively
scaled back and targeted to more limited
areas with a view to optimize utilisation.
However, institutional fragmentation

and transparency issues persist. In the
absence of a central authority or public
land database, timely site clearance

for major infrastructure projects is still
challenging, and land scarcity and climate
vulnerability further complicate access.®
Labour and skills shortages are not
addressed through a strategic framework,
as no skilled worker/key personnel visa
scheme or shortage occupation list were
introduced, and processes for work and
residence permits remain fragmented,
time-consuming and partially manual.
Environmental permitting regulation
applies only to industrial projects and

Bangladesh

remains reliant on periodic renewals.
Despite reforms, the tax regime remains
complex, with multiple sector-specific
corporate income tax rates, fragmented
incentives not based on cost-benefit
analyses, and the absence of group
taxation provisions. In addition, while the
Competition Commission is operational
and cooperates with peer institutions
abroad, its mandate continues to exclude
Government-regulated sectors, and its
effectiveness remains limited by resource
constraints (Razzaque and Uzzaman,
2025). Finally, in the context of its LDC
graduation, efforts are required to mitigate
the adverse impacts associated with the
eventual loss of preferential trade benefits.

P Infrastructure development continues

to require more integrated planning
and institutional strengthening.
Although private foreign participation

in port operations has increased and
initiatives are in place to improve port
logistics efficiency and capability,
tariff-setting remains unchanged

and regulation is not overseen by an
independent authority. While a national
port strategy is nearly complete, inland
connectivity and logistics integration
remain underdeveloped. In the energy
sector, challenges persist around pricing
reforms, regulatory stability and private
sector participation, despite recent
policy improvements. Despite the
enactment of the PPP Act 2015 and

its regulations, execution challenges
persist. Project selection is not guided by
a defined strategy and most projects in
the PPP pipeline are long-standing and
incomplete. Finally, the PPP Authority
also faces capacity constraints, which
hinder effective project development
and contract management.

5 Exposure to the effects of climate change was identified as a notable source of vulnerability shaping the
development trajectory of Bangladesh towards LDC graduation. For more information, see UNCTAD, 2022a.
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Conclusion and recommendations

Bangladesh has taken important steps to
improve its investment environment since
the publication of the IPR in 2013. Major
reform initiatives have recently been taken,
including macroeconomic and regulatory
measures, that will need to be continued.
Longer-term and structural improvements
are still required considering the country’s
forthcoming graduation from LDC status,
including its smooth transition strategy
(Government of Bangladesh, 2025). This
will entail the phasing out of preferential
treatment under different agreements in
the context of global geopolitical and trade

uncertainties. In particular, the impact on
the country’s ready-made garment sector,
which at present attracts the greatest
amount of FDI, may be significant.

In this regard, several of the IPR
recommendations remain pertinent and
can guide further policy and institutional
reforms to attract sustainable quality
investment consistent with Vision 2041 and
the SDGs. Recommendations have been
prioritized below, while acknowledging

that many initiatives are ongoing.

Priority 1 A national investment policy and a consolidated
investment law would help reinforce investor confidence and
focus on attracting and leveraging FDI in support of national

development objectives through a whole-of-government approach.

The policy and law could articulate the
country’s long-term vision for openness to
investment, clarify restrictions to FDI, define
applicable approvals and review investment
entry procedures, set a core standard of
treatment and consider the framework for
the repatriation of capital and profits, among

10

other aspects. The elaboration of these
instruments also provides an opportunity for
public-private dialogue with stakeholders.
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Priority 2 Strengthen investment promotion and facilitation

activities.

The ongoing consolidation of Bangladesh’s
investment regulatory and promotion
agencies represents an important step and
should result in a single national agency
with delegated windows for zones and
sectors, supported by inter-ministerial
focal points. This would require BIDA to
have the capacity and resources to fully
implement its mandates. The institutional
restructuring should also aim at preserving
the distinction within BIDA of regulatory,
facilitation and promotion functions. On
investment facilitation, efforts should be
strengthened to digitalize procedures,
while allowing for streamlining processes
and increasing transparency of the
requirements and approvals. In this regard,

a fully integrated “BanglaBiz” platform may
link all relevant public agencies, finalize

the end-to-end and effective digitalization
of business registration and licensing
procedures through the OSS platform, and
serve as a national business information
portal. Regular, results-oriented public-
private dialogue could be institutionalized
to improve feedback and policy design.
On investment promotion, continuous staff
development, investor feedback tools and
data analytics such as the FDI Heatmap
can reinforce expertise and evidence-based
decision-making. Reliable FDI statistics
are also essential for policy evaluation.

Priority 3 Focus on the priority sectors identified by the FDI
Heatmap, adopt targeted measures to enhance their growth and
engage with other institutions to develop a shared understanding.

The country seeks to become a major
manufacturing hub in Asia, and greater
efforts are needed to diversify the sectors
to which FDl is directed.® Bangladesh
should, for example, seek to extend

its strengths in pharmaceuticals and
attract more manufacturers to its Active
Pharmaceutical Ingredients Park.
Implementing regulations are thus
required to ensure that TRIPS Agreement
flexibilities for public health incorporated in
the new Patent Law can be utilized. The

digital economy is also seen as a sector
with significant potential to contribute

to the modernization of the country. In

all these sectors, a skilled workforce

will be necessary and therefore ongoing
efforts for partnerships, including with
foreign universities, need to be continued.
As part of these efforts, the Government
could consider undertaking cost-benefit
analyses of the incentives provided.

Priority 4 Mitigate the impact of losing preferential LDC status
by engaging with key investment and trade partners and by
strengthening the capacities of the local private sector.

At the international level, discussions are
already underway with many partners,
including Canada, China, Indonesia, Japan,
the Republic of Korea, Mauritius, Singapore,

Thailand, the United Arab Emirates and the
European Union, and negotiations to join
RCEP and ASEAN are ongoing with the
support of a dedicated trade negotiators

5 The vulnerability profile highlights the dependency on low-technology textile and garments (UNCTAD, 2022a).
See also for assessment and recommendations, OECD and UNCTAD, 2023.
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pool. To ensure the alignment of its existing
and future IlIAs, including FTAs, with
sustainable development objectives and
with its investment policy priorities, the
country could consider the policy options
and recommendations contained in the
2018 lIA review delivered by UNCTAD.”

At the national level, to support domestic
participation and enhance technology
transfer, as well as skills development, the

country could also consider strengthening
linkages between foreign investors and local
enterprises through supplier databases and
partnership platforms. In addition, trade
facilitation measures could be improved to
further accompany these initiatives. Finally,
efforts should be pursued with regards to
reinforcing the mandate of the Competition
Commission, to ensure a level playing field
for enterprises operating in the country.

Priority 5 Address key bottlenecks to investment by improving

access to land and infrastructure.

Significant improvements to infrastructure
have been made, since 2013, and continue,
especially with the support of development
partners. Government procedures to enable
easier access to land and infrastructure,
including reliable energy supply, have lagged,

however. Completing a national digital land
database and expanding the ongoing digital
survey programme should be prioritized.
Clear procedures for land acquisition and
leasing must ensure consistency with
environmental and social safeguards.

" Further policy options on regional integration are available at UNCTAD, 2023.
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Industrial park development through

PPPs could be accelerated, with stronger
integration between economic zones,
research institutions and domestic suppliers
to deepen local value chains. Strengthening
the local capital market would also be key
to further developing infrastructure services.

Addressing these priorities will require
sustained efforts over time. This assessment
could serve as a basis to develop, in
consultation with investment stakeholders,
a plan of action to pursue reforms

and further strengthen the investment
environment in the country. UNCTAD stands
ready to provide technical assistance

upon request, in line with the IPFSD and
additional guidance (UNCTAD, 2015

and 2024), including advisory services

on investment policy and law as well as
capacity building for negotiators. Support
can also be delivered through its various
dedicated programmes, including the
Business Facilitation Programme, which

Bangladesh

notably assists governments in digitalizing
investment procedures, and the Business
Linkages Programme, which aims to
strengthen local enterprise development
and their ability to integrate into international
value chains. Introducing UNCTAD’s
Empretec programme in partnership

with BIDA and industry associations

could further support the objective of
deepening linkages between foreign
investors and the domestic private sector.
UNCTAD can also help align FDI statistical
methodologies with international standards.
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