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[Guidelines for Offshore Banking Business of Scheduled Commercial Banks in Bangladesh |

Summary of "Guidelines for Offshore Banking Business of Scheduled

Commercial Banks in Bangladesh"

On January 30, 2025 the Bangladesh Bank introduced significant relaxations on overseas
borrowing for foreign companies to issue The "Guidelines for Offshore Banking Business of Scheduled
Commercial Banks in Bangladesh" to banks,. This marks an important step toward enhancing
financial flexibility for foreign enterprises operating in Bangladesh. This article provides an overview
of the key aspects of these relaxations and a summary of the updated guidelines for offshore
banking business as outlined by Bangladesh Bank.

1.Regulatory Framework

The "Offshore Banking Act, 2024" was enacted to regulate offshore banking in Bangladesh. Under
this framework, only scheduled commercial banks with a valid license from Bangladesh Bank can
engage in offshore banking. The approval process includes submitting an application with required
documentation to the Foreign Exchange Policy Department of Bangladesh Bank.

2.0Operational Guidelines for Offshore Banking Units (OBUs)

(1) Establishment and Licensing:

¢  Offshore banking operations must be conducted through OBUs of scheduled commercial banks.

e  Banks must obtain prior approval for setting up an OBU.

e Existing OBUs licensed before the enactment of the new law must validate their licenses within
two months issuance of this circular.

(2) Permissible Operations:

e OBUs can provide banking services to fully foreign-owned enterprises located in specialized
zones such as Economic Zones, Export Processing Zones, Private Export Processing Zones and Hi-
Tech Parks.

e They can offer trade financing, buyer’s credit, and bill financing.

e Import financing for capital machinery for up to three years is permitted.
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e OBUs can accept deposits from foreign enterprises and people’s resident outside Bangladesh
without limiting to non-resident Bangladeshi nationals, persons of Bangladeshi origin, foreign
nationals and entferprises, companies/firms registered and operating abroad, foreign
institutional investors in approved foreign currency.

e  OBUs can maintain International Banking (IB) accounts in foreign currencies.

e Issuance of international debit, prepaid, or virtual cards is permitted.

e  OBUs may borrow from external sources and lend to non-resident borrowers with prior approval.

(3) Restrictions and Limitations:

e OBUs cannot engage in transactions beyond the specified activities.

e They are restricted from accepting deposits repayable via cheque, draft, pay order, etc.

e Lending torelated parties is subject to limits prescribed by Bangladesh Bank.

3.Prudential Regulations and Compliance

(1) Risk Management and Asset-Liability Management:

e OBUs must follow Bangladesh Bank's prudential regulations and Asset-Liability Management
(ALM) guidelines.

e They must maintain separate books of accounts for offshore banking activities.

e At the close of business on any day, value of offshore banking assets in Bangladesh shall not be
less than 75% of the liabilities of offshore banking.

(2) Capital and Liquidity Requirements:

e  OBUs are exempt from maintaining a Cash Reserve Ratio (CRR).

¢ They must comply with Basel regulations on capital adequacy, leverage, and liquidity.

e  Borrowing from Domestic Banking Units (DBUs) is limited to 30% of regulatory capital.

(3) Regulatory Reporting and Supervision:

e  OBUs must submit periodic reports to Bangladesh Bank.

o Offshore banking activities are subject to both offsite and onsite supervision.

¢ Compliance with Know Your Customer (KYC) and Anti-Money Laundering (AML) regulations is
mandatory.

[Guidelines for Offshore Banking Business of Scheduled Commercial Banks in Bangladesh |
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FEPD Circular No. 06: Inland letters of credit (LCs) in foreign currencies-simplification of operationdl
modalifies
FEPD Circular Letter No. 07: Issuance of letters of credit (LCs) with realization clause-discontinuation

Streamlining Inland LC Transactions: Bangladesh Bank

On January 14, the Bangladesh Bank released "FEPD Circular No. 06: Inland letters of credit (LCs)
in foreign currencies-simplification of operational modalities.”

In an effort to enhance simplify the handling of inland Letters of Credit (LCs) in foreign currencies,
Bangladesh Bank has issued new instructions targeting Authorized Dealers (ADs). These changes are
set to address the challenges faced by businesses and streamline the fransaction process for both

issuing and nominated ADs involved in these operations.

1. Features of the new rules

e For ADs issuing LCs, the new guidelines stress the importance of avoiding conditions that cannot
be fulfilled within the LC's validity period. This proactive approach is intended to reduce the
complexity of LCs, ensuring that terms are practical and achievable. Regarding this point,
according to the "FEPD Circular Lefter No. 07: Issuance of lefters of credit (LCs) with realization
clause-discontinuation" dated February 9th, "Please refer to FE Circular No. 15, dated April 04,
2021 regarding issuance of LCs with realization clause for input procurements on behalf of

exporters. It has been decided to discontinue the instructions contained in this circular."
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e ADs are instructed to carefully examine any unusual conditions imposed by LC applicants. If
such conditions are presented, ADs must ensure they are consistent with the terms outlined in
sales contracts or invoices before agreeing to them.

e Another key instruction is for ADs to handle documents for payment or acceptance directly,
without forwarding them back to applicants for further review or approval. This will help eliminate
unnecessary delays, ultimately speeding up the overall process and reducing financial strain on
sellers.

e Nominated ADs, on the other hand, are tasked with reviewing the clauses in the LCs they receive
and advising beneficiaries accordingly. Once documents are received from beneficiaries,
nominated ADs must inspect them thoroughly before forwarding them for payment or collection
fo the issuing ADs. This step eliminates bottlenecks in the document processing flow and ensures

smoother and quicker fransactions.

2. Digital efficiency and compliance in banking operations
In addition to the procedural changes, Bangladesh Bank, in order to smoothen fransactions

between ADs and enhance security, encourages ADs to adopt electronic platforms for inland LC
fransactions, while ensuring compliance with the applicable ICT guidelines in force.

These changes aim to improve the speed, transparency, and reliability of inland LCs in foreign
currencies, supporting more efficient frade and fostering a dynamic trading environment in the

country.

FEPD Circular No. 0é: Inland letters of credit (LCs) in foreign currencies-simplification of operational
modalifies
FEPD Circular Letter No. 07: Issuance of letters of credit (LCs) with realization clause-discontinuation
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updates on Legislations in January & Feburary 2025 (1é6th January to 13th
Feburary)

Official Extraordinary Gazette Notification and other Circulars

Issue

Date Title Issuing Ministry

18-Jan No. 26.00.00000.100.42.029.20.03.--Regarding the declaration of ‘Furniture Ministrv of Commerce
Product’ as ‘Product of the Year-2025°. y

20-Jan S. R. O. No. 28-Act/2025.--Amendment of Bangladesh Economic Zones Chief Adviser’s Office

(Construction of Building) Rules, 2017.

Number: 04.00.0000.421.84.004.24.16.--Regarding the assignment of the
20-Jan additional responsibility of Advisor to the Ministry of Land to the Honorable | Cabinet Division
Advisor to the Ministry of Food, Mr. Ali Imam Majumdar.
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Ordinance No. 03, 2025.--Supreme Court Judges Appointment Ordinance, Mm_lstry of Law,
21-Jan Justice and
2025. . .
Parliamentary affairs
No. 1(33)/NSW Project/Communication with Ministry/2018/2418.--Not .
. e . . . . National Board of
22-Jan accepting manual certificates, licenses, permits (CLP) in Bangladesh Single Revenue (NBR)
Window (BSW) System in the process of import-export clearance of goods.
92-Jan No. 02/VAT/2025.--Exemption of 7.5 percent additional value added tax at | National Board of
the production stage of “LP Gas” under heading number 27.11. Revenue (NBR)
22-Jan No. 21.00.0000.363.27.182.24-45.--Reconstitution of the Full Review Panel. | Ministry of Planning
No. 01/Customs/2025.--Promulgation of Standard Operating Procedures .
. . . . .| National Board of
23-Jan (SOPs) detailing the procedures for implementing the Authorized Economic Revenue (NBR)
Operators (Recognition and Management) Rules, 2024.
97-3an No.-03/VAT/2025.--Total Value Added Tax exemption on local supply and | National Board of
import of E-books only for Information Technology Enabled Services. Revenue (NBR)
03-Feb No. 45.00.0000.182.06.002.21.235.--Regarding the re-determination of the | Ministry of Health and
maximum retail price of the above medicines with effect from 20-11-2022. Family Welfare
No.- 04.00.0000.611.06.004.24.21.--Regarding the formation of the National
05-Feb | Steering Committee for the Rooppur Nuclear Power Plant Construction | Cabinet Division
Project.
05-Feb S,R,0 No. 47-Act/2025.--Amendment of Private Primary School Registration | Ministry of Primary
Rules 2023. and Mass Education
No. 08.00.0000.041.22.006.20.8.--Regarding the redetermination of the rate
06-Feb | of return on investment of ‘National Savings Schemes’ for the period January- | Ministry of Finance
June 2025.
. . . . Ministry  of  Law,
Ordinance No. 04, 2025.--International Crimes (Tribunals) (Amendment) .
10-Feb Ordinance. 2025 Justice and
’ ' Parliamentary Affairs
Ministry  of  Law,
12-Feb | S.R.O. No. 54-Act/2025.--Amendment of the Power of Attorney Rules, 2015. | Justice and
Parliamentary affairs
Ordinance No. 05, 2025.--Certain Laws Relating to Universities Mln_lstry of Law,
12-Feb . Justice and
(Amendment) Ordinance, 2025. . .
Parliamentary affairs
12-Feb S.R.0. No. 55—AC'F/2(3’25.--Regard1ng the formation of the “National Cabinet Division
Consensus Commission”.

Bangladesh Bank Circular

ooue Title

16-Jan | DMD Circular Letter No. 03: Profit Rate Refixation in National Savings Schemes

19-Jan FEPD_CircuIar Letter No. 02: Wage Remittance: Amendment of Drawing Arrangement and Security
Deposit.

19-Jan FEPD Circular Letter No. 03: Addendum to “Policy regard.ing.the establishment of Drawing Arrangement
between the Exchange House abroad and the Bank operating in Bangladesh”

19-Jan | PSD Circular No. 01: Bangladesh Real Time Gross Settlement (BD-RTGS) System Rules

20-Jan | PSD Circular Letter No. 01: Regarding Payment and Settlement System Act 2024

20-Jan | FEPD Circular No. 08: Extension of usance period against imports of industrial raw materials

26-Jan | FEPD Circular No. 09: Forward sale and purchase in foreign exchange

26-Jan | FEPD Circular No. 10: Repatriation facilities by PSPs to ITES exporters
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FEID Circular No. 1: Issue of ordinary shares in favor of non-residents in private/public limited companies
not listed with stock exchanges

27-Jan

FEPD Circular No. 11: Guidelines for Offshore Banking Business of Scheduled Commercial Banks in

30-Jan Bangladesh

02-Feb | FEPD Circular Letter No. 05: Forward sale and purchase in foreign exchange
09-Feb | FEID Circular Letter No. 01: Official Launch of the Foreign Investment and Financing Web Portal

09-Feb | FEPD Circular Letter No. 07: Issuance of letters of credit (LCs) with realization clause-discontinuation

FEPD Circular Letter No. 09: Inward wage remittances by licensed Mobile Financial Service Providers

10-Feb (MFSPs) and Payment Service Providers (PSPs)
12-Feb FEPD Circular Letter No. 10: Issuance of repayment commitments as collaterals against external
borrowing by resident entities
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Air pollution in Dhaka is a serious issue. It fends to worsen in winter and improve during the monsoon
season. As of 9:00 AM on February 11, the Air Quality Index (AQI) recorded a level of 392, surpassing
India's Delhi (AQI 261) and Pakistan's Lahore (AQI 258), making Dhaka the city with the worst air
quality in the world.

In response to this situation, on February 3, the Japan International Cooperation Agency (JICA)
signed a Grant Agreement (G/A) with the government for the "Air Pollution Monitoring Equipment
Development Plan" under a grant aid cooperation framework.
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The iinformation in this Newsletter is the information as of 13th February, 2025.
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