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Highlights

» Interest rates: The policy rate has likely Actual Jun-26

peaked; meaningful easing is unlikely soon as Particulars JUn-25 Sep-25 Dec-25 Prior Revised
inflation control remains the priority. un- ep- €C=%3 projections Projections

= Money market: The SDF cut is aimed at

|mpr0V|ng Short_term ||qu|d|ty and reV|V|ng Inﬂation'GeneraI* 8.48% 8.36% 8.49% 6.5% 7.9%

interbank activity. This supports system Economic Growth 2.47% 4.50% 5.5% 5.0%

stability but does not materially alter banks’

profitability or credit behavior in the near term. Reserve money growth 01% 35% 992% 8.0% 8.0%
= Equities: Any valuation re-rating requires post-  Broad money growth (M2) 7.0% 8.1% 9.6% 8.5% 11.5%

election political stability and policy credibility

rather than liquidity conditions alone. Domestic credit growth 81% 10.3% 11.0% | 10.3% 1.5%
= Foreign exchange: Exchange-rate stability and Public sector credit growth 13.6% 25.0% 28.9% 18.1% 21.6%

reserve rebuilding are supportive of foreign Private sector credit growth 6.5% 6.3% 6.1% 8.0% 8.5%

participation, though sustained inflows will

hinge on confidence in the political and reform  Net Foreign Asset 4.3%N  17.6%A 26.8% 21.8% 22 0%

outlook. Net Domestic Asset 74%  67% 7.0% | 6.2% 9.7%

Source: MPS H2FY26, Bangladesh Bank

*Inflation figure is point-to-point CPI inflation

AThe numbers mismatch with Monetary Survey (M2)(Table - 1I1A) of Bangladesh Bank. The reported numbers in Monetary Survey
(M2)(Table - 11A) are 9% and 37% respectively.
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FY26 GDP growth revised down by 50bps to 5%

= The central bank targets a 5.0% GDP growth decreasing from 5.5% Fig: Real GDP Growth (%)

in HIFY26 MPS. Even though there might be early signs of recovery
from liquidity situation, the political transition and low private 20.1%
sector growth would challenge the GDP growth.

= Additionally, the central bank is prioritizing price stability and 10.6%
inflation control rather than focusing on GDP growth. With resilient 6.7% _7.7% 09%  s9% , . 5.3% | co  5.0%
external sector the economic activities are expected to pick up  85% 6.6% 9.3% T -
during the post election. 0.9% 30% 20% T 44%  25%

= On the other hand, high non performing loans and fiscal stress due
to higher public sector credit coupled with heightened geo 7.0
political uncertainties could pressurize the economic activities. 2229999

Source: MPS H2FY26, Bangladesh Bank
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Interest rates stay elevated...

Due to non-performing loans and discontinuation of assured
liquidity support (ALS) to primary dealers (PD), and a
widespread scam in the banking sector, the liquidity condition
had started to deteriorate.

The central bank revived the liquidity situation through buying
of USD from forex market, providing liquidity support to weak
banks, revitalizing the Open Market Operation & Inter-bank call
money market.

Regarding the private sector, the real lending rate increased
to 3.9% in Nov-25, up fro 3.6% in Jun-25 aligning with the
economic activities. The real deposit rate stood at negative
1.9% after increasing by 0.27% in Nov-25.

Source: MPS H2FY26, Bangladesh Bank

Table: Interest rate structure of Banking Sector (%)

Category FY24 FY25 FY25
(Jun-24) (Jun-25) (Dec-25)
Advance Rate (%)
Large Industries 11.58 12.46 12.29
SME 11.80 12.44 12.66
Agriculture Credit 11.48 11.72 nn
Weighted Average Lending Rate 12.08 12.16 12.14
Deposit Rate (%)
Less than one year (FDR) 8.72 9.60 9.42
1to 3 Year(FDR) 8.39 9.97 10.06
3 years and above (FDR & DPS) 8.60 9.26 9.32
Weighted Average Deposit Rate 6.26 6.42 6.36
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...as inflation hovers around 8.6% due to sticky prices

» As of Jan-26, the point-to-point inflation stands at 8.6% mainly due to oligopolistic market structure, food price stickiness
and supply side disruptions. The global commodity prices has been stabilizing and is on a downward trend.

= The policy measures aim to bring down the average CPl inflation from the current level. The inflation is forecast to be 7.9% by
Jun-26 and 7.6% by Dec-26.

Fig: Policy Rate & Inflation: USA Fig: Policy Rate & CPI Inflation: Bangladesh

Fig: Policy Rate & Inflation: India
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Hence unchanged policy rate; 50bps drop in SDF to
support liquidity

. . . HIFY26
= Bangladesh Bank (BB) continues its contractionary HzFY26
monetary policy stance as it hikes restricts the policy
rate(repo)to 10.0%.
» The objective is to anchor elevated inflation and keep positive
real policy rate in the economy B
= Additionally, Standing Lending Facility Rate (SLF) or € o, onehanged
special repo, the rate at which banks borrow from the @ e e
BB, was kept unchanged at 11.5%. 2
= Standing Deposit Facility Rate (SDF) or reverse repo, o
the rate at which banks deposit to the BB, was cut by © Unchanged
50 bps 8.0% t0 7.5%. o | B N 10.0% ------------------- > 10.0%
= Bangladesh Bank wants to revitalize the interbank activity and oS
discourage passive liquidity a
L& -50 bps
o % 8.0% "ttt > 7.5%
<3

Source: MPS H2FY26, Bangladesh Bank




M2 growth revised upwards

= The broad money is expected to grow 11.5% in Jun-26 based on

5% GDP growth, elevated inflation rates and increase in
velocity of money from 5.29 to 5.44.

The broad money is expected to be driven by 21.6% public 1% 1%
sector credit growth stemming from fiscal financing in the
post election period. Additionally, the private sector is

-2%9%2%

IV R e A R
expected to grow by 8.5% in the post election period due to o et bt e bt b b e ey o o
various policy support for CMSME sector. The net foreign asset O S
is supported by expected surplus in balance of payments, #2388 =23235°38028302<=235238028
moderate growth in import and sustained growth in remittance Reserve Money (BDT Crore) Yo¥ Growth

during the post election period.

Fig: Public Sector Credit Growth YoY (%)
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External position improving, contingent on political
stability
= The extern position expects to improve further in the H2FY26.

= The current account balance is expected to be nearly 6.889 4487 5 980
balanced with support from remittance and rebound of export
while the donor disbursement would increase in the coming

1233

149

-696

days. 2 -9,407
= However, the pre-condition is the smooth political transition =
and post-election stability. 122,432 20,389
-27,384
FY23 FY24 FY25 5MFY26
Current Account Balance Trade Balance Financial Account

Source: MPS H2FY26, Bangladesh Bank
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122.3

continuedin H2FY?26.
= During the market based approach, the exchange rate

117.9

remained stable and accumulated foreign exchange

reserves over HIFY26.
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Market recovery hinges on political and policy stability

= Growth momentum is likely to soften in 2026, although moderating inflation may allow monetary easing, offering near-
term support to equity and bond markets.

= Political transition risks and residual macro pressures are expected to continue shaping the investment landscape.

= While the capital market is progressing toward recovery, a durable upturn will depend on post-election stability and
policy continuity.

= Sustained long-term performance will require ongoing structural reforms, requlatory enhancements, and disciplined
economic management.

Source: MPS H2FY26, Bangladesh Bank




To receive our full macro report & the 2026 investment outlook,
please send us email to:
research.idlcsl@idlc.com




Notice to investors

Explanation of Research Recommendations

Rating

Buy An upside of 15% or more within a trading range of 180 days

Sell A downside of 10% or more within a trading range of 180 days.

Hold An upside or downside of less than the above within a trading range of 180 days.

The recommendations are based on data generally available in the market and reflect the prices, volatility, corporate information and general economic data available at the time of publication together with historical
informationin respect of the security(ies)or issuer(s). Further information in respect of the basis of any valuation is available from the analyst on request.

The information contained in this report has been compiled by IDLC Securities Limited (IDLCSL) from sources believed to be reliable, but no representation or warranty, express or implied, is made by IDLCSL as to its
accuracy, completeness or correctness. Expressions of opinion herein were arrived at after due and careful consideration and were based upon the best information then known to us, and in our opinion are fair and
reasonable in the circumstances prevailing at that time. All opinions and estimates contained in this report are subject to change without notice due to changed circumstances and without legal responsibility.

This document is not, and should not be construed as an offer or the solicitation of an offer to buy or sell any securities. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial conditions, or needs of individual clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances. IDLCSL accepts no liability
whatsoever for any direct or consequential loss arising from any use of this report or the information contained herein.

IDLCSL and its affiliates, officers, directors, and employees may have positions in, and buy or sell, the securities, if any, referred to in this Document. Our salespeople, traders, and other professionals may provide oral or
written market commentary or trading strategies to our clients and our proprietary trading desks that may reflect opinions that are contrary to the opinions expressed in this Document and may make investment decisions
that are inconsistent with the recommendations or views expressed in this research.

By issuing this research report, each IDLCSL analyst named in this report hereby certifies that the recommendations and opinions expressed herein accurately reflect the research analyst's independent views about any
and all of the subject securities or companies discussed herein and no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed in this
report. On top of that, no part of the research analyst's compensation was, is, or will be, directly or indirectly related with any kind of investment banking activities.

This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in any locality, state, country, or other jurisdiction where such distribution, publication,
availability or use would be contrary to law or regulation. The information and data provided herein is the exclusive property of IDLCSL. No part of this material can be (i) copied, photocopied or duplicated in any form by any
means or (ii) redistributed without the prior written consent of IDLCSL.

Supplementary analytical resources (Al tools) may be utilized to enhance research efficiency; however, all data, interpretations, and conclusions are rigorously checked, referenced, and accepted by IDLC Securities
Limited's research associates & analyst in accordance with internal governance, quality-assurance, and research-independence frameworks. Investment opinions, valuations, forecasts, and recommendations reflect the
professional judgment of the firm’'s analysts and are based on verified source data.
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Disclaimers & Disclosures

IDLC, its directors, and employees may engage in corporate finance activities and provide advisory and sponsoring broker services to some of the issuers mentioned in this Report and
any other issuer.

Ownership (1% or more of issuers securities)

Yes No

IDLCSL Analyst
IDLCSL or its subsidiaries

Certification by each of the authors of this Report:

The analyst certifies that the views expressed in this document are an accurate representation of the analyst's personal opinions on the stock or sector as covered and reported on by the analyst

herein. The analyst furthermore certifies that no part of the analyst's compensation was, is or will be related, directly or indirectly, to the specific recommendations or views as expressed in this
document.

The information and any opinions expressed in this Report do not constitute an offer, or an invitation to make an offer, to buy or sell any securities or any options, futures or other derivatives

related to such securities.

As at 1Jan "26 Recommendation IDLCSL Count % of Total
Outperform N/A N/A
Market Perform N/A N/A
Underperform N/A N/A
Total N/A N/A
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Notice to US Investors

Rule 15a6 Disclosure

= This research report (“Report’) was prepared, approved, published, and distributed by IDLC, a company located outside of the United States (the "Foreign Counterparty"). Avior Capital
Markets US LLC ("Avior US"), a US registered broker-dealer, distributes this Report in the US on behalf of the Foreign Counterparty. Only major U.S. institutional investors (as defined in Rule
15a-6 under the US Securities Exchange Act of 1934 (the "Exchange Act") may receive this Report under the exemption in Rule 15a-6. A US institutional investor must effect any transaction
in the securities described in this Report through Avior US.

= Neither the Report nor any analyst who prepared or approved the Report is subject to US legal requirements or the Financial Industry Regulatory Authority, Inc. ("FINRA") or other US
regulatory requirements concerning research reports or research analysts. The Foreign Counterparty is not a registered broker-dealer under the Exchange Act nor is it a member of the
Financial Industry Regulatory Authority, Inc., or any other US self-regulatory organisation.

Analyst Certification

In connection with the companies or securities that; each analyst identified in this Report certifies that:

= The views expressed on the subject companies and securities in this Report reflect their personal views

= No part of his or her compensation was, is or will be directly or indirectly dependent on the specific recommendations or views expressed in this Report.

Note that:

(i)  The Foreign Counterparty is the employer of the research analyst(s) responsible for the content of this Report, and

(i)  Research analysts preparing this Report are resident outside the United States and are not associated persons of any US regulated broker-dealer. Therefore, the analyst(s) are not subject
to supervision by a US broker-dealer and are not required to satisfy the reqgulatory licensing requirements of FINRA or required to otherwise comply with US rules or regulations regarding,
among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.
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Important US Requlatory Disclosures on Subject
Companies

Analysts of the Foreign Counterparty produced this material solely for informational purposes and the use of the intended recipient. No person may reproduce, this Report under any
circumstances. No person may copy or make this Report available to any other person other than the intended recipient.

Avior US distributes this Report in the United States of America. The Foreign Counterparty distributes this Report elsewhere in the world. This document is not an offer, or invitation by or on
behalf of Avior US, the Foreign Counterparty, their affiliates, or any other person, to buy or sell any security.

Avior US and the Foreign Counterparty and their affiliates obtained the information contained herein from published information and other sources, which Avior US and the Foreign
Counterparty and their affiliates reasonably consider to be reliable.

Avior US and the Foreign Counterparty accept no liability or responsibility whatsoever for the accuracy or completeness of any such information. All estimates, expressions of opinion and other
subjective judgments contained herein are valid as of the date of this document. Avior US assumes responsibility for the Report content with regards to research distributed in the US.

Neither Avior US nor the Foreign Counterparty has managed or co-managed a public offering of securities for the subject company in the past 12 months, have not received compensation for
investment banking services from the subject company in the past 12 months and do not expect to receive and does not intend to seek compensation for investment banking services from the
subject company in the next three months. Avior US and the Foreign Counterparty have not owned any class of equity securities of the subject company. There are no other actual, material
conflicts of interest of Avior US and the Foreign Counterparty at the time of the publication of this Report. As of the publication of this Report, Avior US nor the Foreign Counterparty makes a
market in the subject securities.

Avior US and its affiliates, to the fullest extent permissible by law, accept no liability of any nature whatsoever for any claims, damages or losses arising from, or in connection with, the contents
of this Report or the use, reliance, publication, distribution, dissemination, disclosure, alteration or reproduction of this Report, or any views or recommendations recorded therein.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange rates can be volatile and are subject to large fluctuations; (ii) the
value of currencies may be affected by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in
interest rates; and (iii) currencies may be subject to devaluation or government imposed exchange controls which could affect the value of the currency. Investors in securities such as ADRs,
whose values are affected by the currency of an underlying security, effectively assume currency risk.

Subject to the applicable laws, all transactions should be executed through Avior US. Aside from within this Report, important conflict disclosures can also be found at
https://aviorcapital.us/us-requlatory-disclosures/, and Investors are strongly encouraged to review this information before investing.
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Notice to UK Investors

This Report, prepared by the Foreign Counterparty, is distributed in the United Kingdom (“UK") by Avior Capital Markets International Limited ("Avior UK"), requlated by the Financial
Conduct Authority (FRN: 191074), on behalf of the Foreign Counterparty. This Report, including any recommendations in respect thereof, may only be distributed to, and relied on by,
qualifying investors, who are permitted to receive same in the UK.

Securities, money market instruments, strategies, financial or investment instruments mentioned herein may not be suitable for all investors. The information and opinions provided in
this Report do not constitute a personal recommendation and take no account of the investor's individual circumstances. Investors should consider this Report as only a single factor in
making any investment decisions and, if appropriate, should seek advice from an investment advisor. This Report is not an offer, or invitation by or on behalf of Avior UK, the Foreign
Counterparty, their affiliates, or any other person, to buy or sell any security.

Avior UK does not assume any responsibility, or liability of any nature whatsoever, arising from or in connection with the content, use, reliance or dissemination of the Report or any
recommendation in respect thereof and disclaims any such liability.

Avior Capital Markets US, LLC is a FINRA registered broker-dealer (CRD # 172595) formed for that purpose in the State of Delaware with its principal office at 45 Rockefeller Plaza, Suite
2335, New York, New York 10111.

®  Avior Capital Markets International Limited is requlated by the Financial Conduct Authority (FRN: 191074), with its principal office at 4th Floor, 17 St Swithin’s Lane, London, EC4N 8AL.

IDLCSL is a Bangladesh Registered broad-scoped financial services company. Its registered address is D R Tower, 4th Floor 65/2/2 Bir Protik Gazi Golam Dostogir Road (Box Culvert
Road) Purana Paltan, Dhaka 1000.
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Research Team & Contact Details

Tanay Kumar Roy, CFA - Head of Equity Research

Name Designation Email Contact Number
Tanay Kumar Roy assumed the role of Head of Equity Research of IDLC Securities Limited in January 2022. He has more than
11years of experience in Equity Research and Investment. Tanay joined IDLC Securities Limited in October 2016 as a Research . .
Analyst. Prior to joining the team, he was a Senior Research Associate in LankaBangla Securities Limited. Before starting his Tanay Kumar Roy, CFA Head of Equity Research tanay@idic.com 8801708468580
career as a sell-side analyst, he gathered experience as a buy-side analyst in LR Global BAMCO. Tanay graduated from
Institute of Business Administration (IBA), University of Dhaka and completed MBA from the same institute. He is a CFA Md. Fahad Been Ayub Business Analyst mdfahad@IDLC.com 8801708 46 95 84
charter holder.
Md Fahad Been Ayub - Business Analyst Zareen Binte Shahjahan Research Associate zareen@IDLC.com 8801708 46 95 95
Md. Fahad Been Ayub is a Business Analyst at IDLC Securities Limited, starting his tenure in July 2023 as a Senior Executive Mohammad Tashnim Research Associate mtashnim@IDLC.com 88017307016 45

Officer. Before joining IDLC Securities Limited, Fahad worked as an Engineer in the Technology division at SSD-TECH. Fahad
holds a Bachelor's degree in Computer Science and Engineering from Chittagong University of Engineering & Technology
(CUET). To complement his technical background, he pursued an MBA with a major in Finance from the Institute of Business
Administration (IBA), University of Dhaka, equipping him with a robust understanding of financial strategies and business
management.

Mohammad Tashnim - Research Associate

Mohammad Tashnim is a Research Associate at IDLC Securities Limited. He has started his journey as a Management Trainee IDLC Securities Limited

of IDLC in May 2024. Prior to joining in IDLC, Tashnim had worked in investment banking and in Finance & Accounts DR Tower (4th Floor), 65/2/2 Bir Protik Gazi Golam Dastagir Road,
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Administration, University of Dhaka in 2024 & completed his BBA from Bangladesh University of Professionals in 2019. Tel: +8809609994352

Tashnim has completed CIMA Level 1and a Post Graduate Diploma in Islamic Finance Practices. Fax: +88029574366

E-mail: IDLCSLResearch@idlc.com
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10-Feb-26 IDLC-SL H2FY26 MPS Review


mailto:tanay@idlc.com
mailto:MdFahad@IDLC.com
mailto:Zareen@IDLC.com
mailto:MTashnim@IDLC.com

