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[bookmark: _Toc67370124]                                                        Abstract
Swift novelty has affected the progressive economic atmosphere extremely, particularly the effect of financial innovation on financial system, both as to digit as well as standard (Błach, 2011). Both the developed and emerging countries have emphasized on financial innovation for living a better and easy life along with economic development. The Covid-19 pandemic has opened a new era in the countries financial inclusion and innovation. The objective of this paper is showing the effect of pandemic in various financial innovation techniques in Bangladesh. This research was conducted by using secondary information. The outcomes concluded that the pandemic has significant role in the growth of financial services in Bangladesh. The government, banks and financial services providers’ policy and new invention made it convenient for people to access in financial services amid pandemic. The findings suggest that, Bangladeshi people are accessing different digital financial services than before but it will take time to ensure financial inclusion for all where government and banks need to work for security issues, fastest internet and spread the financial literacy among people.  
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1. [bookmark: _Toc67370125]Introduction

[bookmark: _Toc67370126] 1.1 Introduction to the topic in hand
Economic growth cannot be imagined without a productive financial system. The financial system is the group of institutions, instruments, markets and rules through which financial services are provided, interest rates are decided and financial assets are swapped (Marquis, 2009).The financial system is also contemplated as an integral part of the economic system and crucial part of the social system (Bogusław Pietrzak, 2008). Financial resources of an economy are allocated effectively by financial system. Relationship between investors and savers is built as well as the cost of transaction is lessened by the financial system. However, financial innovation is the outcome of financial system, which has been expanded immensely for the last couple of years. 
The technique of the formation and promotion of new financial assets, new financial organizations, markets and technologies is delineated as financial innovation (Lerner, 2011). The financial innovation also states research and development operations together with the exposition, acceptation and propagation of new goods and services (Yago, 2010). Financial innovation can estimate by facts like experiment and progression cost has been incurred, investment on IT, human resources and also production of inventions for instance online banking, ATMs, agent banking and so on (Ekpu, 2015). Financial innovation aids individuals along with businesses to achieve their economic targets more systematically, declines the capital cost, flourishes larger proficiency, enlarges the volume of financial intermediaries, thereby, the overall economic prosperity is extended. For this reason, financial innovation is obligatory for the economy of both developed as well as developing states. Bangladesh as an emerging nation has welcomed a wide array of financial innovation since last few years and it has comparably larger rate of adopting financial services than other Asian countries. 
Economic, political, social improvement of a nation can be achieved by financial inclusion. The lack of financial inclusion can lead lower economic growth. Financial inclusion is described in the terms of attainability and equability of chances to entrance financial services. It is a procedure in which people and organizations can ingress suitable, cost-efficient financial commodities. Financial inclusion is depicted as the operation of confirming penetration to financial services and sufficient credit on time where needed by fragile categories such as needy households and lower-income classes at a reasonable cost (Reserve Bank of India, 2008). Financial services not only includes banking items but also insurance, credit, loan, equity commodities. When an adequate number of populations obtain abundant financial services that situation is called financial inclusion (Adeoye, 2016). Furthermore, the foremost objective of financial inclusion is to upgrade the scope, standard, accessibility of financial commodities to the financially excluded people. Additionally, financial inclusion tries to secure that all families and trades can successfully use the proper financial services to advance their livelihood.
[bookmark: _Toc67370127]1.2 A brief introduction of the concerned field
69 percent adults have bank accounts in the world while 1.7 billion adults are still deprived of accessing to financial services, according to Global Findex 2017 survey. As reported by Global Findex Database, 50 percent people had a bank account or mobile money transfer account or other financial institutions account in 2017 in Bangladesh which is 61% greater than 2014. The establishment of technology in banks and other financial institutions played a vital role in this growth. Almost all banks have begun providing agent banking, online banking, SMS banking services and mobile banking during the past decade. Customers’ assertion has proliferated for new financial goods and services as the usage of internet has enlarged from the last decade. Besides this, agent banking is playing a crucial role in the advancement of account proprietorship since unbanked population of rustic sectors can simply open an account by the agent of the bank. In Bangladesh, 715 adults had a bank account among 1000 adults in 2017 where China had 26 only based on Global Financial Development Database. The amount of bank account ownership has expanded throughout the years due to reconstruction of banking sector, digitalization of financial services, and enlargement of bank branches. If the progress rate can be maintained, one day Bangladesh will attain the ideal number in opening bank account in coming times. To be brief, through financial inclusion business expansion can possible, poverty can remove from country and a bright economic future can hope.
[bookmark: _Toc67370128]1.3 Rationale of the study
The most important reason I am preparing the report is because this is essential to submit a project report at the end of undergrad level to my supervisor because it is the last concern based on which, If completed effectively, I will get an undergrad degree from my university .There were two opportunities which were given to me between Internship and Project and I selected project as I require to gain research experiences for my higher study. As an AIS student, my mentor has directed me to choose latest topic Covid-19 impacts on financial services in Bangladesh. 
[bookmark: _Toc67370129]1.4 Background of the study
Financial inclusion is rising internationally. Being a developing country Bangladesh is doing numerous financial innovations as a part of the government goal to establish “Digital Bangladesh”. Due to the availability of internet and smart phones, digital payments are becoming popular day by day.34 percent adults did and accepted digital payment in 2017 in Bangladesh which is 79 percent higher than 2014 and the scenario of digital payment is satisfactory than other South Asian nations but not in the world perspective. WHO announced the prevalence of Covid-19 as universal pandemic in March last year. On account of this epidemic people remained home for lockdown, avoided outdoors for a long time, all educational institutions closed, official works commenced at home and payment system introduced extensive shift globally in pandemic time. A current survey confirmed that 50 percent customers are using modern payment internationally amidst pandemic and they are assuming to continue this after the pandemic. Bangladeshi people also accepted digital payment mid pandemic to assuage the augmentation of corona virus. For buying fundamental goods and services people depended on contactless payment and this ease of transaction widened new scopes in digital payment method. Online banking customers and transaction rose consistently in last year where Tk8092.6 crore transactions occurred in December 2020. Banks introduced several opportunities which lead online banking more attractive such as app based banking by which customers can open bank account without coming bank branches. Card transactions broadened in the time of pandemic as people did online shopping more and ordered food on online. E-commerce transaction reached at Tk640.4 crore in July 2020 which was the highest amount than before. Agent banking saw an upward trend mid pandemic that indicates good chances for unbanked population though this sector faced several challenges at the beginning of pandemic. As of December 2020, there are 15 commercial banks in Bangladesh who provide mobile financial services for their customers. MFS accepted as an easy medium of payment during pandemic by which utility bills, university fees provided that people never did before pandemic usually. Bangladesh has seen dribs and drabs of a cashless society because of pandemic but it needs more financial innovation for becoming a full cashless society. Additionally, governments, banks along with different organizations tried to swell digital payment amid pandemic. These various information and events created enormous opportunity for researching on this subject.
[bookmark: _Toc67370130]1.5 Limitations of the study
Although this report has conducted to find what accurately it was searching for or what was the fundamental objective, there were few limitations which were regrettably unavoidable. Those limitations are giving underneath:
Because of pandemic situation I couldn’t collect the actual data physically and have to rely on secondary data only. Some statistical data were rare to find. Sample size was only for one year as Covid-19 is a recent situation. Even when it was construct, it was absolute challenging to collect whole data from newspapers, articles and journals because of doubt of plagiarism.




[bookmark: _Toc67370131]0.2 Objectives of the study
Two kinds of objectives are used to explain the intent of a report being generated. Correspondingly in this report two categories of objectives are exploited which are portrayed beneath:

                                                             Figure 1: Types of Objectives
Broad Objective: The broad objective describes about the prime object of the work. The key purpose of this research paper is to find out a comprehensive scenario of financial services amid pandemic in Bangladesh.
Specific Objective: Specific objectives are the substance of the work which provides the fundamental idea of the study. Specific objectives of this research paper are:
1. To explore the storyline of online banking amidst pandemic
2. To find out the scenario of agent banking mid epidemic
3. To unearth the synopsis of mobile financial services midst pestilence
4. To examine the acceptance of digital payment method
My desire regarding this paper is to reach the intentional audience so that they can be benefited by this data to build superior judgments.
[bookmark: _Toc67370132]0.3 Methodology of the study
[bookmark: _Toc67370133]3.1 Data design
This working paper is prepared based on secondary data as the survey operation of collecting data from banks, other financial institutions, government institutions and rural people is costly and time consuming at this moment. This is a descriptive paper, where the impact of Covid-19 pandemic in Bangladesh financial services tried to discover. The required data is collected from published articles, journals, government websites, the central bank of Bangladesh (BB) website, different newspapers.
[bookmark: _Toc67370134]3.2 Sample design
Sampling of data is based on pandemic period. Bangladesh officially declared its first corona virus case in March 2020. This paper used data from January 2020 to December 2020 as the paper work started in December last year. Thus, the sample size was for 1 year.
[bookmark: _Toc67370135]3.3 Analytical tools
Microsoft Word and Microsoft Excel are used as the data analysis instruments, where by using Microsoft Excel I narrated graphs, charts, trends and using Microsoft Word I wrote down my paper relied on gathered data.
[bookmark: _Toc67370136]3.4 Model specification
A purposeful study based on analyzing graphs, trends, charts, tables.







[bookmark: _Toc67370137]0.4 Literature Review
Innovation initiates new concepts, documents and resolutions for the existing difficulties and that is why it is an apparent operator of economic growth. Innovation cogitates as the origination of a new element and it acts like cureall for chronic economic complications (KotsemirM,AbroskinA, 2013). Financial Innovation designated as the formation of new merchandise, procedure, unprocessed material, a technique of ordination (Schumpeter, 1912). The technical ameliorations that smooth access to data, moods of pay-off together with the appearance of new financing mechanisms and facilities, new formations of institution and more accomplished also established financial marketplace can be delineated as financial innovation. Financial innovation is not a new issue rather it has a long story of progression. The inception of some momentous historic financial innovations was the Asian economies earlier the industrial revolution. There is authentication that in the second half of twentieth century, Asia emerged several considerable financial innovations for instance Islamic finance, microfinance and the developmental state (Ross P. Buckley, 2013). To quote individually, among Asian innovation microfinance was first introduced in Bangladesh and diffused all over the world (Morduch, 2005).Microfinance begun with the motto to lessen poverty of rural people by lending tiny amount of loans to aid trade activities and this innovation is considered as meaningful advances in finance for last thirty years.
Mostly the effect of the durability in the financial sector and partially the procedures being constructed nationwide are the causes of promoting the financial innovation according to Richard Levich, a well-known professor at New York University. From the data of 1974-1986, Tufano examined while establishing new commodities how investment banks balanced for their investment. He observed investment banks which made and provided innovative financial goods charged lower than the regular before homogeneous pieces entered into the market, even when their rivals were selling those products, they successively granted at low costs for the goods than competitors (Tufano, 1989). By acquiring satisfaction both clients and suppliers through the innovation, financial invention turns profitable and rewarding.
To unearth the relevance between financial innovation and economic upswing numerous analyses have been conveyed. A study on Zimbabwe’s finance data from 1980-2013 found that financial innovation is an eminent genesis of economic growth and a long-lasting consequence in the development of economic progress observed for broadcasting financial innovation (Mudzingiri, 2016). An evident understanding of financial innovation and growing economy in Asian countries apprehend by ADRL test during the period of 1970-2016, where a constructive and numerical noteworthy effect on economic progress examined due to the financial innovation in the long-term and short-term. According to this study, in the long-period monetary authority and credit stream of private enterprise played an indispensable preamble in economic rise also fixed capital formation along with commercial openness considered as the contributor for economic boom in China, India and Pakistan (Tan, 2020). Kirsten Amsterdam a student of University of Cape Town researched among twenty-five African countries, concluded an affirmative impact on economic expansion for mobile financial innovation especially for countries with less financial improvement, where he recommended for continuing mobile financial invention (Amsterdam, 2018). Kenya obtained economic boosting through mobile banking and digital mobile payment methods (MWINZI, 2014). Agent banking had superior impact in the growth of Nigerian economy (Charles, 2019). Statistically remarkable relationship found between financial innovation and economic sustainability in the long run of Cameroon economy by using mobile banking and domestic credit to non-public enterprise as two important proxies (Okle, 2019). Financial innovation declared as a great genesis for the advancement of Bangladesh economy by a study where the presence of bidirectional causality between financial innovation and economic success disclosed in the long run and short run (Jianguo, 2017).
Financial innovation is a probability for the enhancement of financial section extremely for developing nations as Bangladesh (Napier, 2014).Financial inclusion elevated not only in developed states but also in developing states as an exigent affair, when UN declared the International Microcredit year during 2005. Banking industry of Bangladesh has experienced immense betterment for several years (Md.Nur Alam Siddik, 2014). Although this industry is gaining progress, it is not out of troubles. This is, for, all the banks are not sufficiently able owing to excessive operating costs, to include a wide portion of the entire public ,chiefly distant regions people to interconnect with fundamental banking services. The price of utilizing financial services can be enlarged by this gap. In this way the efficiency of banks can lessen and service supplying banks become indifferent to form branch extension judgment. Thereby, Bangladesh bank is inviting banks to deliver updated banking facilities to individuals, for instance, online banking, mobile banking, agent banking, ATMs etc. Evidence showed ATMs is not an appropriate option for rural community while doing transactions from faraway areas, but for minimizing the matter of closeness to bank branches mobile banking is welcomed exquisitely there. Mobile banking has an exceptional probability for offering vital financial services more accessible to little-income people (Consultative Group to Assist the Poor , 2006).
Financial services are not deprived of digitalization. For the improvement of a nation digital financial services are needed. Financial services that depend on modern technologies to deliver and use by consumers are known as digital financial services (DFS). Financial technology (Fintech) denotes the combination of finance and technology to upgrade the usage and delivery of financial services. In 2018, the global Fintech industry achieved excessive growth of USD 128 billion and it is predicted to reach USD 310 billion by 2022(https://databd.co). Fintech is not just making digital payments by using smart phones; the whole conventional financial division has faced challenges for it. The effect of Fintech can notice remarkably in emerging countries. The modern payment section which has brought notable shifts in monetary transaction methods is more attractive sector among other Fintech parts. Kenya created M-PESA, a system of mobile payment in 2005 and it acquired a blast in financial inclusion by 75% in 2016, which was 27% in 2006(https://databd.co). In 2011, bKash, the largest mobile financial services (MFS) supplier began its journey in Bangladesh. Afterward, MFS has gained tremendous achievement due to the expansion of low-expense smart phones and extension of network cover everywhere the country. In 2018, mobile Banking attained Tk944 Crore in daily transactions in Bangladesh (https://www.thedailystar.net). However, digital financial services are effective to enhance economic boom of a country.
Synopsis of financial system of Bangladesh
There are three wide segmented divisions in the financial system of Bangladesh which are formal sector, semi-formal sector and informal sector. The formal sector includes all regulated institutions and it has two sub-sectors which are: 1. Financial Market 2. Regulators & Institutions Financial Market includes Money Market (Bank, Non-bank Financial Institutions, and Primary Dealers), Capital Market (Investment Banks, Credit Rating Companies, and Stock Exchanges) and Foreign Exchange Market (Authorized Dealers). Regulators and institutions are Bangladesh Bank (Central Bank of Bangladesh), Bangladesh securities and exchange commission, Insurance Development & Regulatory Authority (IDRA) and Microcredit Regulatory Authority (MRA). The semi-formal sector comprehends those institutions which are regulated otherwise but do not fall under the governance of Central bank, Insurance Authority, Securities and Exchange Commission. Special Financial Institutions like House Building Finance Corporation (HBFC), Palli Karma Sahayak Foundation (PKSF), Samabay Bank, Grameen Bank etc., Nongovernmental Organizations (NGOs and discrete government programs) represent the semiformal sector. 
The informal sector comprises private intermediaries which are utterly unregulated.

                                           Figure 2: Financial System of Bangladesh
An incessantly dominant preface has been playing by the financial center in the progression of Bangladesh. The financial market particularly is composed of fixed-income market, currency market, stock exchange, insurance sector, foreign exchange market as well as micro finance. Banks play a notable role in the economy of Bangladesh by allowing investable cash to nationalized also denationalized division, simplifying global commerce, producing occupation, gathering foreign workers remittance, boosting the economy of rural areas and so on. In the last few years, the expansion of capital market was faster in comparison to other portion of financial market in Bangladesh. The evaluation of stocks relating to powerful economic essentials was the inceptive operator for the advancement of capital market. However, without the strengthening of financial system, economic sustainability of Bangladesh isn’t possible.
[bookmark: _Toc67370138]0.5 Findings and Analysis

· Online Banking Sector
Number of online banking customers from January 2020 to December 2020 is listed below:

      Figure 3: Number of Online Banking Customers            
From the statistic report of Bangladesh Bank, customers of online banking had increased emphatically in the last year. The number of users crossed 30lakhs at the end of September as people discovered digital transactions more compatible rather visit the bank branches during the Covid-19 Pandemic.
                                    Figure 4: Total Transaction of Online Banking
Monetary transaction through online Banking dilated by 21% in December compared to January. People received online banking comprehensively to reduce the expanse of coronavirus. Banks also took great initiatives for which people found online banking easy than before and showed more interested amid pandemic. For example, from June BRAC bank escalated the limits of daily transaction through ATMs and online banking so that customers can do banking activities without visiting the branches (https://www.bracbank.com). 
	Type of Transaction
	Previous Limit(TK)
	Current Limit(TK)

	Transaction on Internet Banking

	Transfer to another bank account
	3,00,000
	5,00,000

	BFETN
	1,00,000
	5,00,000

	Other bank’s credit card on Internet Banking
	3,00,000
	5,00,000

	Transaction on ATM

	Withdraw of Cash
	2,00,000
	3,00,000

	Withdraw of cash for Premium Banking Customers
	3,00,000
	4,00,000


 Table 1: New Money Transaction Limit of BRAC Bank
Managing Director and CEO of the bank Selim R.F.Hussion told that, though maintaining social and physical distance, they found customers crowding to the branches and this happened owing to limited number of transaction daily. By broadening the limitation of day-to-day transaction, clients will show more interest on Internet Banking service and ATMs, he also added. In this manner, Bangladesh Bank raised the daily online deals boundary among banks, where for individuals, the regular limit was declared at TK 5 lakh performed through an utmost of 10 transactions using internet banking while the maximum limit for a single transaction was set at TK 1 lakh as well as the regular transaction border for institutional customers was determined at TK 10 lakh accomplished through a maximal of 20 transactions using internet banking while the highest limit for a single transaction was set at 2 lakh(https://www.newagebd). Eastern Bank Ltd gives banking service through a Mobile phone APP which is called EBL SKYBANKING and it is the first bank in Bangladesh which brought QR payment in EBL SKYBANKING considering the pandemic situation in September 2, 2020. By performing this service customers can do contactless payments in hotels, restaurants, groceries, hospitals, etc. This endeavor is going to magnify the financial zone tremendously (https://www.ebl.com.bd). City Bank developed ‘City Ekhoni App’- a smartphone app by which customers can immediately open an account from their home. Due to this pandemic they introduce very easy steps for opening the account so that customers do not come to the branch (https://www.tbsnews). Thus, different initiatives of bank played a pivotal role for the enlargement of online banking users, transactions.
For the duration of lockdown country’s two major platforms of digital banking condition is showed below: 

    Figure 5: Total Transaction of ATMs 


Figure 6: Total transaction of POS
Automated teller machines (ATMs) and point of sale (POS) are two popular mediums of payment in Bangladesh. In March 2020, Bangladesh recognized its first coronavirus patient and imposed lockdown from March 26 to May 30. In April, ATMs transactions lessened by 44% and POS transactions dropped by 68% in comparison to the prior month. ATM and POS transactions dipped in size and use because of avoiding outdoors by people and accepting more contactless payment.
· Agent Banking
The screenplay of agent banking prior to and following the Covid-19 epidemic:
	Description
	      December 2019                                                              
	December 2020                           
	Change (%)

	Banks with Agent Banking License
	24
	28
	4

	Banks in Operation                                           
	21
	26
	5

	 No. of accounts                                                           
	5,268,496
	9,643,163
	83%

	Number of Female Accounts                   
	2,297,775
	4,398,122
	91.41%

	Number of Rural Accounts                         
	4,370,890
	8,358,501
	91.23%

	Amount of Deposit                                      
	751,716.22
	1,597,725.50
	112.54%

	Amount of Loan Disbursed                           
	44,600.63
	189,315.75
	324.47%


Loan, deposit are in BDT lacs (1 lac = 100,000)
Source: Financial Inclusion Department Bangladesh Bank
Table 2: Notable Changes of Agent Banking
From the above data, it is clearly showing that in the midst of the Covid-19 pestilence, agent banking maintained to swell in Bangladesh. Diverse components helped here such as admissibility of agents by natives, usage of IT appliances to allay nuisances by agents, adaptation of conducting banking actions digitally by agents, included agent banking with insurance, e-commerce, utility bill compilation for earning revenue and so on. 
The outline of agents and outlets is listed below:

Figure 7: Number of Agents of Agent Banking

Figure 8: Number of Outlets of Agent Banking
Above figures show that number of agents in addition to number of outlets enriched at a steady pace, particularly, in the rural arena. The chief objective of agent banking is providing banking services to deprived and unheeded people who stay in topographically inaccessible place that are far away the access of the conventional banking services. Therefore, the spacious reception of agent banking by countryside designates an optimistic intimation to open a new horizon in financial inclusion in Bangladesh.


Figure 9: Accounts Number of Agent Banking

Figure 10: Total Transaction of Agent Banking
Above information indicates that the users of agent banking together with volume of transaction proliferated in the last year, where number of customers widened by 68% and volume of transaction soared by 80% in December 2020 in contradistinction to January 2020. Amidst the pandemic, the government proclaimed a sequence of incentive packages worth BDT 1.0 trillion to alleviate the impact of Covis-19(https://thefinancialexpress.com.bd). Simultaneously, the allotment of community safety nets augmented to BDT 76,000 aiming to accommodate extra recipients (https://www.dhakatribune.com). Agent banking turned out a perfect platform for rural residents as the leading beneficiaries were situated in rustic fields and allocation of funds was provided digitally.

Figure 11: Inward Remittance Amount Accepted by Agent Banking
The amount of inward remittance through agent banking swelled outstandingly in 2020 than previous years. It is an outcome of issuing 2% cash stimulus on allowance sent by migrant Bangladeshis and this incentive announced by the government. At the same time, a number of banks also declared to give 1% cash incentive on the transmitted cash to enhance the entrance of remittance.
· Mobile financial services:
	Description
	Amount in December,2019
	Amount in December,2020
	Percentage change

	No. of agents
	971,620
	1,058,897
	8.98%

	No. of registered clients in Lac
	795.08
	993.36
	24.93%

	No. of active accounts in Lac
	346.46
	323.27
	-6.69%

	No. of total transaction
	227,422,938
	299,506,884
	31.69%

	Total transaction in taka(in crore BDT)
	40,647.64
	56,556.88
	39.14%

	No. of daily average transaction
	7,336,224
	9,661,512
	31.69%

	Average daily transaction (in crore BDT)
	1,311.21
	1,824.42
	39.14%

	Product wise information
	Amount(in crore BDT)
	Amount(in crore BDT)
	Percentage change

	Inward Remittance
	30.95
	134.78
	335.48%

	Cash in transaction
	14,562.70
	17,346.65
	19.12%

	Cash Out Transaction
	13,473.97
	15,444.23
	14.62%

	P2P transaction
	9,851.50
	16,982.15
	72.38%

	Salary Disbursement (B2P)
	1,004.68
	2,093.72
	108.39%

	Utility Bill Payment (P2B)
	312.84
	834.07
	166.61%

	Merchant Payment
	600.21
	2,147.24
	257.75%

	Government Payment
	65.32
	41.39
	-36.63%

	Others
	745.47
	1,532.65
	105.59%


(1 lac = 0.10 million and 1 crore = 10 million)
Source: Bangladesh Bank
Table 3: Comparative Summary Statement of MFS Transactions
From collected data it can say that mobile financial services sector developed consistently in 2020 but number of active members and government payment had a negative picture. Average daily transaction stretched by 36% in July 2020 than previous month and number of active users increased by 28% in July 2020 compared to January 2020. Various persuasive implemented by mobile service suppliers have a significant impact on the expansion of Mobile Financial Services. Commercial and government institutions availed modern services to curb the stretch of coronavirus. The government took initiative to distribute a sum of BDT 1250 crore to support families amidst Covid-19 through top four MFS Providers; bKash, Rocket, Nagad, Sure cash in May 2020(https://www-tbsnews-net.cdn). In April 2020, nearly 45 million users exploited bKash for enjoying incessant mobile services by recharging their phones, where it was 32 billion in January 2020, meaning 40% users magnified due to lockdown (https://www-tbsnews-net.cdn). Additionally, more than BDT 50 million donated through bKash in charitable organizations like Bidyanondo Foundation, Sajida Foundation from mid-March to mid-April, 2020(https://www.thedailystar.net). In a nutshell, people accepted cashless transaction more to keep safe them from virus and that helped mobile banking sector to improve.

Figure 12: P2P Transaction by MFS
In July 2020, person-to-person transaction reached at TK 17,293.43, the largest part of the whole transactions mid epidemic that was 31.7% higher than preceding month. Bangladesh Bank boosted the peer to peer transaction limit for Covid-19 from BDT 75,000 to BDT 200,000 each month, which contributed to the enlargement of P2P transaction (https://www.thedailystar.net).
Figure 13: Salary Distribution by MFS
The employees of garment factories collected their stipends through mobile financial services in April 2020 as the country went to lockdown where 4.1 million workers were associated. In July 2020, salary distribution through MFS stood at TK 4,586.97 which was 92.96% greater than June 2020.In April, 0.3 million new accounts were created by MFS providers as the government alleged to give TK 5,000 crore salaries for the export-driven industries. It was promulgated compulsorily for incentive recipients to provide salaries by using digital payment methods and Bangladesh Bank reduced cash out charge to BDT 4 from BDT 14.5-18 for employee wages.

Figure 14: Utility Bill Payment by MFS
MFS build paying utility bills- internet bill, gas bill, electricity bill, university fees tranquil within pandemic. In June 2020, it stood at BDT 992.94 which is highest amount ever for utility payment through MFS. In July, Titas Gas transmission and Distribution Company Limited created an agreement with Nagad and Rocket for giving Titas Gas bill through Nagad and Rocket. Schools, colleges and universities made memorandum with MFS suppliers for receiving tuition fees.

Figure 15: Amount of Inward Remittance Received by MFS
Amidst the Covid-19 pandemic Bangladesh received 177.97 crore inward remittance in May 2020 through MFS which was 58.36 % greater than April. In September 2020, Standard Chartered Bank, along with bKash and Valyou proclaimed to launch an excellent remittance facility by which a Bangladeshi emigrant can instantly send money to a recipient who is a bKash wallet holder (https://www.thedailystar.net).
Decline of MFS Active members:
	Month
	NO. of registered accounts in lac
	NO. of active accounts in lac

	April’20
	849.77
	280.91

	May’20
	879.39
	354.61

	June’20
	887.97
	385.71

	July’20
	925.73
	426.78

	August’20
	929.37
	405.73

	September’20
	947.87
	410.35

	October’20
	964.16
	332.93

	November’20
	978.37
	316.74

	December’20
	993.36
	323.27


Table 4: MFS Financial Services Accounts Number 2020
One mobile financial services account was operative out of three registered accounts in November 2020. Despite of getting a huge number of active accounts due to pandemic, the active clients commenced to decline from October 2020 and lessened by 25.78% in November in comparison with July previous year as pandemic situation became better than before people initiated doing cash transactions.
· E-commerce Sector

        Figure 16: Number of Transaction in E-commerce Site

Figure 17: Total Transaction of E-commerce Site
This Covid-19 epidemic has opened a new era in e-commerce sector. During pandemic number of transaction and amount of transaction of e-commerce zone rose tremendously as people shifted to digital payment methods from paper money. Number of transaction magnified by 46.15% in December compared to January prior year. Cattle market also carried to the digital stage for last year Eid-ul-Adha. As reported by government officers within five years five lakh employee will be occupied in e-commrce section of Bangladesh. Online sales enhanced by 70 to 80 percent amid pandemic. Cardholders of different banks enjoyed discount for purchasing products or services through online mid the coronavirus pandemic. For example, ShareTrip, one of the best online travel agency in Bangladesh offered 18% discounts for BRAC Bank debit and credit cardholders till August 06, 2020.  Sheba.xyz, a demanding online service platform for household services granted 10% discount till October 31, 2020 for the BRAC Bank cardholders. Easytrax, an outstanding GPS tracking service provider in Bangladesh awarded 20% discount for the cardholders till September 04, 2020. Shajgoj, the leading beauty & personal care e-commerce and content platform of Bangladesh allowed 10% discount to the cardholders till August 31, 2020. The use of QR code increased amidst pandemic than before by which customers can easily access to internet and see products information, offers along with doing payment to the merchant by scanning QR code from their account. From the commence of pandemic Daraz, Evaly, Ajkerdeal, Bagdoom, Priyoshop, Rokmari, Pikaboo , Othoba etc  gave immense discounts to all products to encourage people for staying at home from the commencement of pandemic.

Figure 18: Merchant Payment through MFS
Merchant payment through mobile financial services stood highest score ever in December previous year which is 2,147.24 crore means 242.04% larger compared to January 2020. In March 2020, Bangladesh Bank ordered not to take any charge for buying medicine and other essential commodities using MFS and debit cards as well as credit cards. MFS played a notable role to enhance the e-commerce sector.
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Conclusion
Financial inclusion is not only the procedure of securing entrance to financial services, it has to be suitable where equitable, economical, translucent access is needed. Only high number of bank branches, large number of ATMs and POS, wide amount of transaction do not make sure financial inclusion in a country where supply sector initiatives must accompaniment consciousness and financial knowledge as well as demand sector circumstance, needed for achieving real goals. The government and central bank of Bangladesh have taken several efforts for surging financial services throughout the country. 
The study supplies several epilogues based upon the outcomes of the study. The finding states that people in Bangladesh are interested about new inventive financial products and because of pandemic they have accepted digital banking system. Ease of use, transaction security, convenience and speed are the factors for an upward trend in digital banking platform. New financial innovations should be added in existing mobile financial services, online banking, agent banking and other banking services to gain the objective of digital Bangladesh.
Bangladesh has recently designated as a moderately developed state and in case of financial innovation it is not falling behind though we have many challenges still to overcome. If 50 percent financial transactions are conducted through digital modes, a country is considered to be a cash-lite society, where the rate is 29% in Bangladesh. Bangladesh has a long way to go to become a cashless society but Covid-19 has widened a new stage for digital payment method in Bangladesh.
Earlier mentioned different countries economic boom through financial innovation where Kenya’s success by mobile financial services is remarkable. For the economic development of Bangladesh, financial innovation is a must in upcoming days. Hence, the government, banks, other financial institutions should focus on innovating more financial commodities and encouraging people about the usage of formal finance.
This working paper used explicative study which has marvelous scopes for further research. This study was based on secondary information where primary data can use in future work that will be more accurate. 
Recommendations
· Though the active members of mobile financial services escalated amidst pandemic, it began decline from October 2020. High cash out charge can be a reason for reducing the number of active customers. The cash-our charge in each thousand for bKash is Tk18.50, Rocket is Tk18 and Sure cash is Tk18. Recently, Nagad has cut its cash-out charge to Tk10 from Tk18.5. In a nutshell, for the expansion of mobile financial services suppliers should determine cash-out charge at a single digit.
· As 41 percent of whole labor-force is associated with agrarian section in Bangladesh and majority of them stays in the remote areas, it is tough to reach them by online banking or mobile financial services. For this reason, agent banking can play a momentous role in financial inclusion in Bangladesh by bringing financially excluded population of rural areas under formal banking. 
· Online banking platform should be more secured. A wide range of people avoid taking banking services through online due to privacy issues. The government along with all banks should work together in security issues.
· Since Bangladesh is passing toward online activities more than before and digital payment methods are accepting by people than prior, it is crying need to develop speedy internet facilities.
· The usage of Quick Response Code (QR) payment method should be expanded in the country which can help to boost digital payment. Although big shops, merchants, restaurants have availed this system, small organizations are still lag in establishing this new method.
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FI: Financial Inclusion
DFS: Digital Financial Services
MFS: Mobile Financial Services
Fintech: Financial Technology
ARDL: Auto Regressive Distributed Lag
QR Code: Quick Response Code
ATM: Automated Teller Machine
POS: The Point of Sale
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	Duration
	No. of online Banking customers
	No. of transaction
	Total transaction(Amount in crore BDT)

	January’19
	2004891
	850892
	4788.1

	February’19
	2049155
	858058
	4295.5

	March’19
	2073479
	967284
	5504.0

	April’19
	2111090
	1031177
	5059.3

	May’19
	2143407
	1229009
	6893.1

	June’19
	2169101
	1045813
	4956.6

	July’19
	2219297
	1276858
	7421.6

	August’19
	2251891
	1241670
	4646.0

	September’19
	2287158
	1407299
	5364.9

	October’19
	2350211
	1503129
	5635.2

	November’19
	2406062
	1470187
	5256.5

	December’19
	2472151
	1652318
	6063.0

	January’20
	2516685
	1699566
	6669.6

	February’20
	2605176
	1716362
	6298.9

	March’20
	2648681
	1848604
	6588.0

	April’20
	2687304
	1820092
	4664.4

	May’20
	2722327
	2054612
	5531.7

	June’20
	2742241
	2206819
	7421.1

	July’20
	2841714
	2264927
	6254.9

	August’20
	2920933
	2028916
	6800.1

	September’20
	3014419
	2071504
	7006.8

	October’20
	3088254
	2123265
	6286.7

	November’20
	3153948
	2251905
	7994.5

	December’20
	3245333
	2344411
	8092.6


Table 5: Online Banking Customers and Transaction
	Duration
	No. of transaction
	Total transaction(Amount in crore BDT)

	January’19
	1314624
	193.5

	February’19
	1137333
	145.1

	March’19
	1243597
	170.0

	April’19
	1257071
	168.8

	May’19
	1474318
	187.4

	June’19
	1192149
	169.9

	July’19
	1344706
	210.6

	August’19
	1261032
	177.0

	September’19
	1446709
	195.3

	October’19
	1464492
	211.0

	November’19
	1672204
	265.1

	December’19
	1539268
	262.1

	January’20
	1419712
	269.3

	February’20
	1172904
	247.1

	March’20
	1193173
	224.0

	April’20
	1143680
	254.4

	May’20
	1371834
	449.5

	June’20
	1543961
	491.4

	July’20
	2011013
	640.4

	August’20
	1921028
	488.9

	September’20
	1835998
	406.0

	October’20
	1877069
	543.1

	November’20
	2059207
	530.6

	December’20
	2074862
	597.5


Table 6: E-commerce sector Details


Objectives


Primary


Secondary









Financial System of Bangladesh


Formal Sector


Financial Market


Regulators & Institutions


Semi-Formal Sector


Informal Sector


1.Bangladesh Bank
2.InsuranceDevelopment and regulatory Authority
3.Securities and Exchange Commission
4.Microcredit Regulatory Authority



1.Capital Market
2.Money Market
3.Foreign Exchange Market


1.House Building Finance Corporation
2.Palli Karma Sahayak Foundation
3.Samabay Bank
4.Grameen Bank





























Number of Customers

January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	Noverber'20	December'20	2516685	2605176	2648681	2687304	2722327	2742241	2841714	2920933	3014419	3088254	3153948	3245333	


Total Transaction(Amount in Crore BDT)

January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	6669.6	6298.9	6588	4664.3999999999996	5531.7	7421.1	6254.9	6800.1	7006.8	6286.7	7994.5	8092.6	


ATM Transaction(Amount in Crore BDT)
January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	14829.9	14327.5	14662.3	8187.2	11426.4	12065.8	17340.900000000001	12832.2	14246.6	15328.8	15881.4	16903.3	POS Transaction(Amount in Crore BDT)

January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	1666.6	1508.6	1438.1	454.8	715.6	930.6	1413.4	1183.3	1349.6	1452.7	1472.6	1565.1	


Growth of Agents
Urban	January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	989	1066	1113	1130	1135	1204	1295	1347	1365	1395	1455	1578	Rural 	January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	6991	7119	7234	7299	7329	7608	7885	8280	8808	9076	9684	10351	Total	January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	7980	8185	8347	8429	8464	8812	9180	9627	10173	10471	11142	11929	Number of Agents
Growth of Outlets
Urban	
January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	1339	1419	1463	1486	1491	1553	1650	1681	1748	1787	1878	1962	Rural 	
January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	10082	10383	10520	10596	10632	10895	11211	11713	12263	12627	13269	13946	Total	
January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	11421	11802	11983	12082	12123	12448	12861	13394	14011	14414	15147	15908	
Number of Outlets


Total Account








January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	5735027	6116396	6485149	6728653	6861031	7357466	7685990	7919440	8224614	8786171	9215386	9645999	

Volume of Transaction(Amount in Crore BDT)

January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	18584.2	20232.2	18538.099999999999	11472.7	20034	22057.200000000001	28415.3	24394.9	30118.400000000001	32351	33283.800000000003	33421.1	


Inward Remittence(Amount in Crore BDT)













January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	882.7	1078.8	1026.2	1395.3	1847.1	2093.4	3327.9	2561.5	3294.2	3372.9	2644.5	1634.1	

P2P Transaction(Amount in Crore BDT)
January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	10077.950000000001	9796.98	9863.7800000000007	9242.8799999999992	14817.45	13130.03	17293.43	12464.33	14857.08	16566.5	16108.76	16982.150000000001	


Salary Disbursment(Amount in Crore BDT)

January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	1083.6099999999999	1087.74	1246.46	1064.8699999999999	2218	2377.09	4586.97	1063.5999999999999	1954.85	1918.09	2023.63	2093.7199999999998	


Utility Bill Payment(Amount in Crore BDT)

January’20	February’20	March’20	April’20	May’20	June’20	July’20	August’20	September’20	October’20	November'20	December'20	472.02	441.12	433.29	271.32	598.32000000000005	992.94	878.93	908.78	937.57	886.47	831.43	834.07	


Inward Remittance(Amount in Crore BDT)

January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	29.68	29.99	31.63	112.38	177.97	125.23	169.53	104.75	110.1	115.16	116.81	134.78	


Number of Transaction
February’20	March’20	April’20	May’20	June’20	July’20	August’20	September’20	October’20	November'20	December'20	1172904	1193173	1143680	1371834	1543961	2011013	1921028	1835998	1877069	2059207	2074862	Total transaction(Amount in crore BDT)
January’20	February’20	March’20	April’20	May’20	June’20	July’20	August’20	September’20	October’20	November'20	December'20	269.3	247.1	224	254.4	449.5	491.4	640.4	488.9	406	543.1	530.6	597.5	Merchant Payment(Amount in Crore BDT)

January'20	February'20	March'20	April'20	May'20	June'20	July'20	August'20	September'20	October'20	November'20	December'20	627.77	581.89	476.05	233.7	467.78	811.46	1134.24	1060.27	1292.49	1746.03	1879.08	2147.2399999999998	
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