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Executive Summary

Arundhati Rai Chaudhuri

In 2024, Bangladesh witnessed massive youth-led protests which brought an end to a
very corrupt and violent regime. The protests also resulted in the fleeing of the head of
state, Sheikh Hasina. With the country facing an intense political crisis that had
deepened presence across different aspects of life, an interim government was formed
under Nobel Laureate Muhammad Yunus. The interim period was also marked by
political turmoil, economic instability and social unrest. The election in February 2026
marked the country’s most consequential democratic exercise in over a decade. This
election went far beyond the routine handover of power questioning the future that
Bangladesh was choosing, and the substantial risks embedded in that future.

The Bangladesh Nationalist Party (BNP), led by Tarique Rahman won a landslide victory,
securing two-thirds of parliamentary seats, while Jamaat-e-Islami (Jamaat) secured the
second-highest tally recording its best result in history. Despite being one of the oldest
and historic parties in Bangladesh, the participation of Hasina's Awami League was
suspended by the Election Commission. As Bangladesh begins a new chapter under the
administration of one of its oldest political parties following the recent election and
referendum, questions remain about how the country’s future will be shaped. This
election report analyses some of the pressing issues that the country and the new
administration faces as it begins its new journey.

Spread across political, social, economic and regional segments, Bangladesh faces a
combination of inherited structural problems and emerging power dynamics that could
result from the BNP coming to power. Bangladesh continues to face political instability
with both BNP and Jaamat eyeing dominance in a post-Hasina landscape.
Election-related misinformation has also been a recurrent problem. The economic and
social impact of such recurring political instability could leave a deep dent in the
country's stride for holistic development. The ability to build investor confidence and
address structural economic problems will be a major challenge for the new
administration. Extreme social fragility could impact the overall image of the new
administration and has the potential of drawing domestic, regional and international
criticism. Given the complicated regional dynamics that Bangladesh shares with its
neighbours such as India, Pakistan and China, the new administration is faced with a
complicated regional dimension to navigate.

Whether the 2026 election becomes a stepping stone towards a more inclusive political
order or a pivot toward ideological hardening will be determined by the choices made in
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the months ahead. This report examines these future questions and analyses how this
will impact a wide network of different actors.



Election Results & Background

Sree Pillai

The Election

On 12 February 2026, Bangladesh held general elections that saw the centre-right BNP,
led by Tarique Rahman, win 209 of the 300 seats in the Jatiya Sangsad. The BNP is
supported by three smaller parties with 1 seat each. The Jamaat and National Citizen
Party (NCP), formed by people involved in the 2024 protests, became the principal
opposition by winning 77 seats in conjunction with their electoral alliance, with the

Jamaat emerging as the largest party in the alliance with 68 seats.

Another smaller party, Islami Andolan Bangladesh, and numerous independents won
the rest of the seats. Elections were postponed in Sherpur-3 after the death of
Mohammad Nuruzzaman Badal, the Jamaat candidate, and they will be held after Eid
al-Fitr, along with elections for Bogura-6, which was vacated by Rahman. Hasina’'s Awami
League (AL) did not contest the elections because it was banned from participating in
the electoral process after Hasina's resignation and the establishment of an interim
government.

Bangladesh Nationalist Party

The BNP has been one of the major players in Bangladeshi politics for decades. Sworn
in on 17 February, Prime Minister Rahman follows in his family’s footsteps in national
politics. His father, former Bangladeshi President Ziaur Rahman, formed the party in
1978, and his mother and former party leader, Khaleda Zia, served as prime minister
twice after the emergence of the current parliamentary system in 1991. She was elected
succeeding the 1990 uprising that removed President Hussain Muhammad Ershad who
had been in power since 1982.

In taking a closer look at its policies, it is evident that the BNP’s narrative intends to
signal a break from Hasina's premiership. Domestically, the BNP is trying to position
itself as an inclusive party that is broadly in favour of reforms, with promises to move
away from the autocratic methods used by the Hasina regime. On the global stage, the
BNP wishes to have a balanced foreign policy that seeks to build stronger geopolitical
bonds with other Muslim nations and one that is not overtly reliant on India.
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2026 Bangladeshi General Election Result

The general election was held on February 12, with 299 possible seats up for election,

Chittagong-2 and Chittagong-4 remain vacant due to ongeing cases in the Appellate Division,

while election in Sherpur-3 was postponed due to the death of Jamaat-e-Islami’s nominated
4 . candidate Mehammad Nuruzzaman Badal.

Constitutional Referendum

Recieving over 48 million votes, July National Charter Consitutional Ammendments will be
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2024 Protests

The 2024 protests have their roots in multiple movements to reform Bangladesh's
affirmative action system. In 2018, students in Bangladesh started demonstrating to
demand an end to the quota system that reserved 30% of posts in public institutions for
descendants of those who fought during the 1971 Bangladeshi War of Independence.
The Hasina government abolished the system in 2018, but this was challenged in court,
resulting in the abolition being overturned on 5 June 2024 - igniting the protests.

As per the gquota system, 56% of public sector jobs were reserved - with 30% among
these intended for descendants of independence war participants - while the remaining
44% of the positions were merit-based. Protesters asserted that there was no
opposition to reserved positions for vulnerable groups. However, opposition was mainly
directed at the 30% quota for descendants of Bangladeshi freedom fighters. The system
was criticised for perpetuating a culture of patronage, and Hasina was accused of using
the quota system to fill the reserved seats with loyalists.

Economic uncertainties undergirded the protests. While the country's per capita GDP
tripled between 2014 and 2024, the effects of this growth were not uniformly spread,
leading to discontentment among young people. Moreover, recent events such as the
Russian invasion of Ukraine have adversely impacted Bangladesh’s economy, which has
a reliance on producing garments for a global market. The uncertainty created by these
shocks affected 32 million young people who were not studying or working in 2024.
Government jobs are a source of renown in Bangladesh, and in an environment fraught
with economic volatility, they became more attractive for young Bangladeshis.

The ruling establishment responded with a brutal crackdown of the protests using
traditional instruments like the police as well as the AL's student wing, the Bangladesh
Chhatra League. The crackdown was brutal, and the number of those killed in July and
August was estimated to be as high as 1400. The government’s hostility against the
protesters was exemplified by Hasina’s comments calling those who were protesting
“razakars,” an offensive term intended to paint them as anti-Bangladesh activists and
delegitimise the movement.

Due to violent repression, the movement snowballed from an anti-quota protest into a
broader pro-democracy movement against the government, even as the country's top
court had scrapped much of the quota system. Despite the ruling, protesters sought
additional demands, as they pointed to years of extrajudicial acts, forced
disappearances, and democratic backsliding under Hasina's watch and demanded that
she step down. In the face of growing momentum, Hasina fled to India. Soon after that,
President Mohammed Shahabuddin dissolved the Bangladeshi parliament, and an
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interim government was formed until fresh elections could be conducted. Nobel
laureate Muhammad Yunus was appointed as its chief adviser.

The Referendum

Besides formulating a plan to conduct elections in a post-Hasina Bangladesh, the
interim government also attempted to introduce a plebiscite on a series of reforms
mentioned in its July Charter. The charter is a political document with the aim to
introduce institutional change, which became a prominent topic after Hasina used the
state’s authority to undermine democratic norms and suppress dissent. These reforms
include setting up a bicameral legislature, imposing a prime ministerial term limit,
strengthening the office of the president, and implementing electoral reforms, to list a
few. A referendum was held alongside the general elections, and about 68% of the votes
cast were in favour of the reforms.

Most political parties signalled their support for this, but the NCP had expressed its
reservations over the dearth of a framework to implement the proposals. The BNP,
importantly, was also initially hesitant to support it because of concerns that some
proposed measures, such as the introduction of proportional representation and an
upper house, could weaken a large parliamentary majority in the future. Nonetheless,
Rahman'’s public endorsement of the plan in January 2026 changed this stance.

Ultimately, the lack of a framework or timeline to implement these reforms raises
concerns. Bangladesh’s weak institutions allow undemocratic acts to happen with
impunity. For example, political violence is still prevalent in Bangladesh even after the
formation of Yunus' government. Furthermore, Hasina was controversially tried in
absentia and given the death penalty for her actions as prime minister. The trial,
according to Amnesty International Secretary General Agnés Callamard, was “neither

fair nor just” as it focused on doling out retributive punishment instead of the
commencement of an independent investigation. Creating a democratic Bangladesh
cannot succeed without robust measures to strengthen institutions to protect
democratic norms and values. Therefore, the manner in which reforms are
implemented will be crucial for Bangladesh'’s future.


https://www.reuters.com/world/asia-pacific/bangladesh-hold-referendum-reform-charter-proposals-yunus-says-2025-11-13/
https://www.aljazeera.com/features/2026/2/13/what-does-bnps-landslide-mean-for-bangladeshs-post-uprising-order
https://www.crisisgroup.org/qna/asia-pacific/bangladesh/curtain-falls-bangladeshs-interim-government-critical-elections-approach
https://www.amnesty.org/en/latest/news/2025/11/bangladesh-justice-for-victims-of-2024-massacre-not-served-by-death-sentence-against-sheikh-hasina/

Political Risk

Rabia Ansari

The BNP's parliamentary majority in the 12 February 2026 general election, combined

with the approval of the July Charter constitutional referendum, marks a decisive shift in
Bangladesh’s political trajectory. The vote represents the first competitive national
election since the 2024 political upheaval and the interim administration that followed,
reducing short-term uncertainty around executive authority and legislative direction.
However, the result is more likely to reframe political risk than resolve it. The Center for
Strategic and International Studies argues that while the election settles who governs,
stability will depend on whether the new leadership can deliver reforms and
governance outcomes, not just declarations. The BNP’s decisive mandate clarifies who
governs but also concentrates accountability: early policy missteps or reform delays are
more likely to translate into public frustration and political contestation than a
fragmented coalition would.

July Charter

The first and most consequential test will be implementation of the July Charter reforms
approved in the referendum. The referendum result shows a clear “Yes” outcome and
frames the Charter as a package intended to reshape the constitution itself and the
functioning of everyday institutions. From a risk perspective, this creates an
“implementation gap”: the referendum result builds momentum and high expectations,
but translating broad commitments into specific wording, complex legislation, and
practicable institutions presents several practical challenges, as differing
interpretations, and procedural delays often emerge.

Governance

Government formation will be the key near-term indicator of whether the BNP
prioritises political consolidation, technocratic stabilisation, or ideological positioning.
While the BNP's majority reduces risk of its legislative majority being outnumbered, the
election also delivered a historically strong showing for Jamaat, which international
reporting frames as a major parliamentary force and a focal point of post-election

contestation. The importance of this resides in the fact that a strong Islamist bloc can
reshape the issue agenda and raise the political cost of compromise on sensitive
reforms, especially if the BNP relies on informal support from conservative networks.
Parallel to this, pre-election reporting recorded persistent insecurity anxieties among
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minority communities, which could be exploited by political entrepreneurs through

online incitement or promoting harmful narratives during early reform milestones to
stoke unease over the country’s direction.

Similarly, and independent of party ideology, Human Rights Watch and UN
human-rights reporting highlighted the late-2025 mob attacks on major media outlets
and cultural institutions as the limits of press freedom in a politically contested
environment. This underscores how polarised politically-motivated violence can shrink
democratic discourse. This elevates the importance of early government signals on
accountability for political violence and protection of critical media, as failures here
would increase both domestic mobilisation risk and greater scrutiny from external
actors, including foreign governments, international human rights organisations, and
the wider diplomatic community.

Similarly, an important dimension to look out for is the selection of cabinet members in
the new BNP government. Cabinet choices in the different ministries, especially those
such as finance, law, and home affairs, are crucial early signals of the BNP's policy
postures and its intentions of political reform. The allocation of these key portfolios is
therefore particularly revealing: Amir Khasru Mahmud Chowdhury was appointed to
Finance and Planning, Md Asaduzzaman to Law, Justice and Parliamentary Affairs, and
Salahuddin Ahmed to Home Affairs. Together, these appointments suggest that the
BNP's immediate priorities lie in economic management, internal control, and a
cautious, closely managed approach to reform rather than sweeping institutional
change.

Political Stability

A further indicator of stability is whether post-election legitimacy debates can be

contained. The Commonwealth Observer Group’s messaging publicly commended the
peaceful conduct of both the parliamentary election and the July Charter referendum,
while also calling for stronger inclusion and accessibility, running counter to electoral
fraud narratives circulating online. Thus, misinformation and disinformation circulating
online risks reducing the credibility of the electoral results. In this sense, AFP Fact Check
documented a surge of unlabelled Al-generated disinformation ahead of the vote across
YouTube, Facebook, TikTok, and Instagram, and reported an unusually high volume of
fake content relative to previous cycles. Domestic media fact-checking also reported a

significant rise in Al-generated manipulative content on Facebook in the run-up to
polling. CNA similarly noted that the online environment was viewed by authorities as
serious enough to warrant the creation of a dedicated unit to counter false content,
underscoring the scale of pre-election concern around digital misinformation.
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Post-election, this disinformation dynamic is likely to shift from candidate attacks to
narratives contesting electoral legitimacy. Jamaat's fraud filings in three constituencies
may become focal points for such claims, as misinformation layered onto formal legal
challenges can further erode trust in the results and weaken perceptions of the BNP's
democratic mandate.

Foreign policy and regional signalling will be another early test for the new government
as it seeks to align its action with domestic narratives. India has already moved quickly
to engage the new political landscape, including high-level representation at the new
government’s swearing-in and outreach across Bangladeshi political actors, indicating a
significant political alignment. Regional analysts also note that while the BNP’s win may
open the door for warmer Delhi-Dhaka ties, Jamaat's increased influence complicates

the optics of cooperation, particularly on border management and security
coordination. Similarly, misinformation campaigns activated during such crucial
diplomatic moments may create narratives that hamper the BNP's legitimacy.

Overall, the electoral outcome reduces immediate administrative uncertainty but ushers
in a higher-stakes consolidation phase in which stability will be determined by the
government's performance. It is likely that stability may be followed by episodic
disruptions such as periodic protests, contested narratives over the elections, and
gradual negotiations over the scope and pace of reforms, rather than a rapid return to
pre-2024 equilibrium. This is especially pivotal given the scale of expectations placed on
the new government and the contested information environment resulting from it.


https://www.business-standard.com/external-affairs-defence-security/news/bangladesh-elections-new-delhi-dhaka-ties-may-warm-up-after-bnp-s-win-126021301866_1.html

Social Risk

Arundhati Rai Chaudhuri

The February 2026 election and the BNP's) decisive victory mark a pivotal moment not
only in Bangladesh's political history but also in the trajectory of its social fabric. The
interim Yunus administration witnessed a period marked by political uncertainty,
communal violence, and contested civil liberties. Early tests for the Rahman
administration will include strengthening the rule of law, protecting minority and press
freedoms, and addressing the deep social fractures that characterise the society today.
Bangladesh's social risks do not exist in isolation from its political and economic

vulnerabilities. The composition of the new parliament, the ideological character of the
opposition, and the social commitments embedded in the BNP’'s electoral mandate will
now shape how the country navigates questions of minority protection, gender equality,
civil liberties and the integrity of its public institutions.

Minority Communities and Communal Security

The discrimination against religious minorities comprising Bangladesh’s Hindus,
Buddhist, and Christian communities represents one of the most internationally
scrutinised social risks following the February 2026 election. Reports and judicial
probing have linked supporters and leaders of the BNP-led coalition and its Jamaat allies
with targeted violence against minorities, including killings, rape, arson and looting in
the aftermath of the 2001 elections in Bangladesh. This historical record casts a long
shadow over the current political transition and has fuelled concern whether the new
government will ensure minority protection and systemic justice. Between December
2025 and January 2026, Bangladesh saw a renewed spate of violence against religious
minorities. Among the most disturbing documented cases was the_killing of Dipu

Chandra Das, a 29-year-old garment factory worker who was lynched by a mob in the
northern district of Mymensingh following what police described as false accusations of
insulting Islamic religious sentiments.

The parallel electoral presence and overlapping voter base between the BNP and
Jamaat-e-Islaami could become a heavy influence over the ideological environment in
which the Rahman government operates. Jamaat has recently softened its public image,
taking a more moderate tone on religion and saying it will respect Bangladesh's political
system. Yet its historical record and the conduct of its supporters in recent months has
done little to reassure minority communities on the ground. Whether Prime Minister
Tarig Rahman moves to restore or reaffirm constitutional protections mentioned in the
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luly Charter and whether his government takes concrete steps to prosecute those
responsible for recent communal violence will serve as an early and critical measure of
the administration's commitment to an inclusive Bangladesh.

Women'’s Rights and Gender Dynamics

Women'’s rights and gender representation emerged as a contested dimension and the
results of the election have left Bangladesh’s women navigating an uncertain
post-election landscape. The BNP fielded only 10 women candidates from the 300

contested constituencies, and only three women were sworn in as union ministers out
of 50 Cabinet members in total. This is a striking underrepresentation in a country
where women is the backbone of the RMG sector that drives the national economy.

The structural obstacles to women'’s participation were evident before the polling day.
The July Charter had included an agreement for women to make up 5% of candidate
nominations to rise eventually to 33%. However, with the provision being non-binding,
30 out of 51 political parties including Jamaat-e-Islaami failed to field even one female
candidate. All 10 BNP women candidates had direct family or marital ties to senior party
figures, reflecting a broader pattern in which women's access to electoral politics in
Bangladesh continues to be mediated through male political lineage rather than
independent political agency.

Newly elected Prime Minister Tariq Rahman advocated for women’s rights in his
campaign speeches. However, it remains to be seen how he negotiates with the
conservative elements of society, including Jamaat-e-Islaami moving forward. While BNP
publicly criticised Jamaat's stance on women's rights during the campaign, its continued
electoral proximity to the Islamist party exposed it to accusations of political
pragmatism and raised doubts about how strongly it would defend women's rights in
practice.

Civil Society and Freedom of Expression

The state of press freedom and civil society in Bangladesh entering the post-election
period represents one of the most significant social risks facing the Rahman
administration. The pre-election period under the Yunus interim government was
marked by a rapidly deteriorating environment for journalists and independent voices.
A December 2025 study found that 89% of Bangladesh's journalists feared physical

assault during pre-election reporting, with more than half of female journalists fearing
sexual harassment while in the field. This intimidation was accompanied by systematic
institutional pressure with media houses facing mass firings, enforced leadership
changes and amendments to acts that effectively criminalise journalism. The Dhaka
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offices of the Daily Star and Prothom Alo were vandalised and set on fire by violent

mobs, trapping journalists inside for hours.

The BNP _manifesto pledged to ensure press freedom and committed to re-examining

the controversial Cyber Security Act. The Rahman government inherits an institutional
framework in which anti-terrorism legislation has silenced political journalism, leading
newspapers have been physically attacked with impunity, and journalists' financial
accounts have been frozen by state agencies. Civil society groups have warned that

without genuine accountability, Bangladesh risks merely exchanging one form of
repression for another and the treatment of journalists and civil society will be among
the most reliable early indicators of whether the country is genuinely transitioning
toward open democracy.

Educational Institutions and Academic Freedom

Bangladesh’s universities have long served as political battlegrounds and the recent
election has done little to alter that structural reality. Following BNP's electoral victory,
academics have raised concerns that political influence inside universities could quickly

reassert under the new regime. The pattern of political patronage in university
appointments is not new. Successive governments have used control over academic
leadership to extend their ideological reach into higher education, but it represents a
particular regression given the hopes for institutional reform that the post-Hasina
transition had generated.

The campus political landscape has also been reshaped by the rise of Jamaat-e-Islaami’s
student wing. Islami Chhatra Shibir swept the Dhaka University Central Students' Union

elections, securing 23 out of 28 seats for the first time since 1971 that the Islamist body
had won the DUCSU polls before going on to claim decisive victories at Jahangirnagar
University. With the Jatiyatabadi Chhatra Dal, the student wing of the BNP, reasserting
its presence on university campuses following the party's electoral victory, the risk of
intensified inter-student political rivalry is considerable.

Labour Rights and Worker Welfare

Labour rights and worker welfare represent a chronic and unresolved vulnerability in
Bangladesh’s social and economic structure. The February 2026 election has brought
renewed scrutiny to whether the new government is prepared to act meaningfully on
this front. Bangladesh's RMG sector employs over 4.5 million workers, of whom women

constitute more than majority. Despite the sector's centrality to the national economy,
workers face significant hurdles including suppressed wages, restricted freedom of
association, and inadequate social protection mechanisms. Frameworks to address
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these conditions exist within legal frameworks; however, due to persistent issues with
enforcement, such frameworks fail to protect workers' rights in practice.

Despite policy commitments to freedom of association, workers in practice struggle to
unionise and collectively bargain with employers, making it difficult to secure increases
in wages and safe workplaces. The Rahman administration inherits a Labour Reform
Commission established under the Yunus interim government, and the extent to which
it honours and builds upon that commission's mandate will be an early indicator of its
commitment to worker welfare. Given BNP's historical alignment with business and
manufacturing interests, there is a risk that labour reform will be unprioritised in favour
of attracting investment.

The February 2026 election and BNP's landslide victory under Prime Minister Tariq
Rahman have opened a critical window for Bangladesh to address the deep social
fractures that decades of politicised governance have produced. Across the domains of
minority protection, gender equality, civil liberties, academic freedom, and labour rights,
the Rahman administration faces a consistent and interconnected challenge: translating
a strong electoral mandate into governance that is genuinely inclusive,
rights-respecting, and structurally reformist. How Bangladesh navigates these social
risks in the months ahead will not only shape its domestic stability but will also signal to
the international community whether the promise of the 2024 uprising has been
realised or merely redirected.



Economic Risk

Arundhati Rai Chaudhuri

Political uncertainty and the lack of stable governance can have long-term
consequences not only on Bangladesh's political future but also greatly shape
the country’s economic trajectory. In this sense, the political turmoil in
Bangladesh following the ousting of former Prime Minister Sheikh Hasina in
2024 subsequently led to uncertain economic conditions. This also risked a
repetition of a familiar cycle of instability. While Bangladesh’'s economic journey
from being one of the poorest countries at the time of its independence in 1971
to being one of the fastest growing economies of the 21° century is a
remarkable story of development and policy, the 2024 political transition and
the ensuing economic turmoil have highlighted deeper structural issues that
were maintained by the previous administration.

Despite rapid efforts made by Yunus' interim administration, real GDP fell from
5.8% in 2023 to 4.2% in 2024 with an even weaker growth rate recorded in 2025.
General inflation was the highest it had been in 14 years, standing at 10.03% in
2024-25. The banking sector demonstrates one of the most pressing problems
within the financial sector, with high levels of Non-Performing Loans (NPLs), low
capital adequacy, forex shortage and political interference in lending and
borrowing related activities. It was against this backdrop of acute economic
vulnerability that Bangladesh entered its February 2026 election cycle.

The BNP, Jamaat, and the NPC contested what proved to be a highly
consequential election. With BNP's victory and the election of Tarique Rahman
as the Prime Minister, Bangladesh has re-established a popularly elected
government on the basis of free and fair elections. The new administration now
carries both the opportunity and burden of translating its electoral mandate into
economic recovery with the potential to create more favourable financial
conditions that could serve as a catalyst for growth in investment, employment,
and GDP.
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Investment and Business Confidence Risk

The political environment struggled to find stability under the Yunus-led
administration. This has created a challenging environment for businesses
looking to invest in Bangladesh over the preceding two years. Despite being an
export dependent country, and efforts being made to attract more international
investment, FDI to GDP ratio continued to stand at a_minimal 0.75%. Arbitrary
shifts in investment policy, opacity around tax frameworks, and frequently
imposed barriers on profit repatriation led investors to favour neighbouring

economies such as India, Vietnam, and Indonesia over Bangladesh as their
preferred destination.

The newly elected BNP government under PM Tarique Rahman now bears the
responsibility of restoring and strengthening business confidence. During the
campaign, the BNP had already signalled its ambitions in this regard,
announcing its aim to raise_the FDI-GDP ratio to 2.5% and proposing 11
regulatory reforms designed to make Bangladesh a more attractive destination

for global investors. These include fully operationalising the Bangladesh
Investment Development Authority (BIDA), enabling seamless profit repatriation,
enacting robust investor protection legislation, and accelerating infrastructure
development, among others. With a clear legislative majority, the Rahman
administration is firmly positioned to provide the political backing necessary to
assure investors in considering long-term commitments in the country.

Whether the government can meaningfully scale down corruption and construct
an environment genuinely conducive to investment will be central to
Bangladesh’s economic trajectory. This will, however, require sustained political
will and demonstrable commitment to providing the stable economic and
governance environment that investors have long sought.

Employment Generation

The recent political transformation has had an impact on Bangladesh’s
employment rate, with the unemployment rate standing at 4.63% in the
October-December quarter of 2024-25 marking a significant increase from the
3.95% recorded during the same period of 2023-24. With youth unemployment
estimated at 11.46% in 2024, generating meaningful employment opportunities
for younger demographics has become an increasingly urgent priority. Further
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concern emerges as a large section of the total working population is engaged in
the informal sector. Addressing these figures will require a multi-pronged
approach from the new administration.

The BNP's electoral victory now puts the party’s ambitious employment pledges
to the test. The_.BNP manifesto had committed to the creation of 10 million jobs

within the first 18 months of assuming office which is an ambitious target that
will serve as an early benchmark against which the administration’s economic
performance will be measured. The party also made promises of targeted
employment programmes for women, including financial assistance under the
Family Card scheme and vocational training for rural and uneducated women.

The Rahman administration’s ability to align its employment agenda with a wider
economic revival strategy will be critical in determining whether these pledges
translate into meaningful gains for Bangladesh’s workforce or remain
aspirational targets unmet by structural realities.

Inflation and Cost of Living

The soaring rate of inflation is one of the most challenging issues that the
country faces, thereby making it a top priority for the new elected
administration. Facing increased prices of daily commodities against a backdrop
of a record-high inflation rate of 10.03% in 2024-25, low-income households are
left to face the brunt of it and find it harder to make ends meet.

A passive monetary policy and currency depreciation were identified as major
contributing factors to this inflationary environment. The BNP government
inherits these structural pressures and will be expected to more decisively to
contain them. Given the BNP's own voter constituency is made of low and
middle-income households, the Rahman administration has both an economic
and a political incentive to deliver tangible relief on the cost of living.

Achieving this will require close coordination between the government,
Bangladesh Bank, and the Ministry of Commerce to design and implement
robust programmes targeting inflation reduction and consumer price stability. A
more proactive monetary policy stance, measures to stabilise the currency, and
interventions to ease supply-side pressures on essential commodities will all be
necessary components of any credible strategy. The administration's success in
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bringing inflation down to manageable levels will not only improve the material
conditions of millions of Bangladeshis but will also serve as an early indicator of
the government's economic competence.

Banking Sector and Fiscal Policy

The banking sector represents 88% of the financial sector’s total assets, making
it a cornerstone of Bangladesh's broader economic system. The sector has been
navigating a severe crisis with a sharp increase in non-performing loans (NPLSs)
coming to almost £2.10 billion. This has not only introduced significant

vulnerability into the country's finances but has also eroded public confidence.
The formation of a stable government under Rahman offers an opportunity to
accelerate the regulatory reforms that stalled under the interim administration.
However, there remains a risk that the new government may be reluctant to
absorb the immediate political costs of tough banking sector interventions.
Bangladesh has a well-documented history of loan rescheduling and regulatory
forbearance, and a continuation of that approach would risk further
deterioration in bad loans and heightened instability across the country's
balance sheets.

A more robust and long-term fiscal policy framework is equally necessary to
reduce Bangladesh’s dependence on external financial assistance, such as IMF
programmes, and to build a more self-sustaining economic model. With the BNP
having secured its electoral mandate, the Rahman administration will be faced
with reconciling its reform commitments with the immediate pressures of
governance. A particular point of scrutiny will be how the government finances
its flagship "Family Card" scheme. Funding such a programme at a time when
any increase in public borrowing risks stoking inflationary pressures presents a
significant fiscal challenge.

Exports Sector

The ready-made garments (RMG) sector forms the core of Bangladesh’s exports
industry contributing to 84% of the country’s export earnings. Given its
significance not only to the national economy but also to major Western clothing
brands, this sector is closely monitored by both domestic and international
stakeholders. The prolonged political conflict and uncertainty of the preceding
years demonstrated how instability can disrupt logistics, port operations, and
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garment shipments, thus pushing international buyers to explore alternative
sourcing markets. Given its central role in the economy, the resulting reduction
in cash inflows, set against persistent import demands, placed considerable
pressure on Bangladesh's foreign exchange reserves. This, coupled by global
supply chains being affected by geopolitical uncertainty, underscored a need to
diversify Bangladesh's export base.

The BNP's electoral victory and the establishment of a new elected
administration come at a pivotal moment for both the political and economic
future of Bangladesh. Bangladesh has already secured an additional external
headwind with a reduced 19% tariff rate with the United States under new trade
negotiations. However, the Rahman administration must move beyond

short-term stabilisation and articulate a credible long-term strategy for export
diversification.

The February 2026 election and its outcome could become a pivotal moment for
Bangladesh’'s economic future. The administration's ability to convert its
democratic mandate into coherent, long-term economic governance will
ultimately determine whether Bangladesh consolidates this moment into
sustainable recovery or allows structural vulnerabilities to deepen further.
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Regional Risk
Navnoor Rai

Bangladesh'’s February 2026 electoral outcome represents a significant moment
not only for domestic governance but also for the evolving regional security and
economic landscape of South Asia and the broader Indo-Pacific. As one of the
region’s most strategically positioned states, located at the intersection of South
Asia, Southeast Asia and major maritime trade routes in the Bay of Bengal,
Bangladesh’s political trajectory carries implications that extend far beyond
Dhaka. The transition to a BNP-led government under Prime Minister Tarique
Rahman introduces a period of recalibration in Bangladesh's foreign policy
posture. While the new administration has signalled continuity in maintaining
balanced relations with major powers, shifts in domestic political priorities and
external alignments have the potential to reshape regional cooperation
frameworks, economic connectivity initiatives, and strategic competition
between India, China and Western actors.

Bangladesh-India Relations

India remains Bangladesh's most consequential regional partner and is
therefore directly affected by the post-election transition. Over the past decade,
bilateral relations flourished under Sheikh Hasina's leadership, particularly
through security cooperation and transit connectivity projects designed to link
India’s northeastern states with ports in Bangladesh. These initiatives reduced
insurgent activity along the border and facilitated economic integration across
eastern South Asia. However, the emergence of a BNP-led government
introduces an element of uncertainty for New Delhi, given historical tensions
between the BNP and Indian policymakers. While both sides are likely to pursue
pragmatic engagement driven by geographic and economic realities, analysts
suggest that even minor policy divergences could slow infrastructure
development timelines or complicate cross-border security coordination. Such
disruptions would have ripple effects across regional supply chains, particularly
for landlocked northeastern India, which relies heavily on Bangladeshi transit
routes.
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Bangladesh-China Relations

China's role within Bangladesh's regional positioning is also expected to evolve in
the aftermath of the election. Over the last decade, Beijing has emerged as a
major__development partner, financing large-scale infrastructure projects

including bridges, energy facilities and port upgrades such as the Karnaphuli
Tunnel, Payra Power Plant, Padma Bridge Rail Link and expansion works at
Chattogram Port. The Rahman administration’s focus on economic recovery and
investment  attraction may encourage continued engagement with
Chinese-backed initiatives, particularly as Dhaka seeks rapid capital inflows to
stabilise growth and restore investor confidence. From a regional perspective,
deeper economic cooperation with China could enhance Bangladesh’s
connectivity within the broader Belt and Road Initiative, but it also risks
intensifying strategic competition in the Bay of Bengal. In this sense, India has
historically expressed security concerns over the expansion of Chinese
infrastructure projects in neighbouring states. Bangladesh, therefore, faces the
challenge of maintaining its longstanding strategy of hedging, balancing Chinese
investment with Indian security cooperation and Western trade relationships.

International Dimensions

Western actors, particularly the United States and the European Union,
represent another critical dimension of Bangladesh'’s regional risk environment.
The electoral outcome has implications for how Western governments calibrate
their diplomatic engagement, especially given longstanding concerns about
democratic governance, labour standards and political freedoms. Bangladesh'’s
RMG sector, which contributes more than 80% of the country’s export earnings,
ties the country closely to Western markets and global supply chains. Regional
economic stability is therefore influenced by Western perceptions of
Bangladesh’'s governance trajectory. While large-scale economic sanctions
remain unlikely, increased scrutiny could shape trade negotiations, labour
compliance discussions and development assistance frameworks. Any
deterioration in Bangladesh's trade privileges or investor confidence would not
only affect domestic economic performance but could also influence regional
manufacturing patterns, potentially shifting production toward competitors such
as Vietnam or Indonesia.
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Regional Dimensions

Beyond great-power dynamics, Bangladesh’s domestic stability carries broader
regional security implications, particularly in relation to migration management
and humanitarian pressures. The country's proximity to both India and
Myanmar means that internal political crises or economic downturns can rapidly
translate into cross-border challenges. Previous periods of unrest have
demonstrated how protests, curfews, and communication shutdowns disrupted
trade logistics and heightened border tensions. A stable political environment
under the new administration could reduce these risks and reinforce
Bangladesh's role as a regional economic anchor. Conversely, renewed instability
may prompt neighbouring states to adopt stricter border controls, potentially
complicating regional cooperation on migration and humanitarian issues.

Maritime dynamics in the Bay of Bengal constitute an additional layer of regional
risk. Bangladesh occupies a critical position along sea lanes that connect South
Asia with Southeast Asia and the wider Indo-Pacific, making its ports strategically
valuable for regional trade and security cooperation. The post-election
government's approach to maritime infrastructure and naval partnerships will
influence the regional balance of power, particularly as external actors seek
greater access to logistical hubs in the region. Analysts anticipate that Dhaka will
continue to pursue a multi-vector foreign policy, engaging India for security
cooperation, China for infrastructure financing, and Western partners for trade
and technology collaboration. However, navigating these relationships will
require careful diplomacy to avoid perceptions of alignment that could provoke
strategic countermeasures from competing powers.

At a broader regional level, Bangladesh’s political trajectory intersects with the
evolving Indo-Pacific strategic environment, where economic integration and
security competition increasingly overlap. The February 2026 election represents
a test of Bangladesh'’s ability to maintain diplomatic autonomy while adapting to
shifting geopolitical realities. A successful consolidation of governance under the
Rahman administration could reinforce regional stability, enabling Bangladesh
to act as a bridge between South Asia and Southeast Asia through initiatives
such as energy connectivity, maritime cooperation, and regional trade corridors.
Failure to deliver political stability, by contrast, would risk amplifying
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great-power competition and undermining the fragile balance that has allowed
Bangladesh to benefit from partnerships with multiple external actors.

Ultimately, the regional risks associated with Bangladesh’s election are less
about immediate geopolitical realignment and more about the cumulative effect
of policy decisions in the years ahead. The new government’s handling of India
relations, Chinese investment, Western trade partnerships, and regional security
challenges will determine whether Bangladesh consolidates its position as a
stabilising force in eastern South Asia or becomes a focal point of strategic
rivalry in the Indo-Pacific. The electoral outcome, therefore, represents not only
a domestic political milestone but also a strategic inflection point with
far-reaching regional consequences.
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