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STAY CULTURE HITTING THE ECONOMY, SAYS CJ
Dawn, January 29th, 2017

LAHORE: Lahore High Court Chief Justice Syed Mansoor Ali Shah said on Saturday that the culture
of granting a “stay” in litigation should be discouraged as it was hitting the country’s economy hard.

He was speaking at a function held at the Lahore Chamber of Commerce and Industry (LCCI), where
he inaugurated a “Mediation Centre” for out-of-court settlement of business disputes.

He said nobody else could understand the value of time and money better than the business
community, therefore, business disputes should be resolved instead of wasting time.

He said new ways should be found out for dispute resolution to save time and money of the parties to
litigation. He said concept of mediation was being promoted rapidly and the LCCI had taken an
important initiative through establishing a platform for the purpose.

Justice Shah invited the chamber to form a focal committee that should be integrated with the system
of the LHC through information technology.

He said that an Alternate Dispute Resolution Centre was being established in District Courts, in
collaboration with the World Bank, that would be inaugurated soon. He said because the courts were
already burdened with criminal cases, contractual issues should be resolved through mediation.

LCCI President Abdul Basit said no country could achieve the goal of economic development without
ensuring rule of law.

He said the LCCI had established the Mediation Centre for out-of-court settlements of the business
disputes. Engineer Sohail Lashari said Pakistan’s legal system, besides being overburdened, tended to
take a lot of time to decide cases, and that mediation could be the quickest and most effective mode of
alternate dispute resolution.

Justice Muhammad Yawar Ali, Justice Muhammad Anwarul Hag, Justice Sardar Muhammad Shamim
Ahmad Khan, Justice Mamoon Rashid Sheikh, Justice Muhammad Farrukh Irfan Khan and Justice

Shujaat Ali Khan were also present.

http://www.dawn.com/news/1311383

NEWS COVERAGE PERIOD FROM JANUARY 16TH TO JANUARY 22 ND 2017
ECONOMIC GROWTH: DOMESTIC IMPULSE
Dawn, Business & Finance weekly, January 16th, 2017

Jawaid Bokhari
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As current trends indicate, the re-balancing of the national economy is being driven by domestic
impulse: whether it is a widening range of demands or investment inflow in the CPEC projects —
badly needed to fill infrastructural and energy gaps.

The current approach to economic growth is different from the expansion pattern set by the
financialisation of the global economy; at a time when the international market was awash with excess
liquidity and many foreign banks were entering the Pakistani market. This was during Shaukat Aziz’s
tenure, first as finance minister and then as prime minister.

The focus was on development of capital market, banking and telecom sector which alone recorded
robust growth. Even energy sector which fuels economic growth was neglected.

Since then the number of listed companies has droped sharply.

Many of banks left following the global financial crisis of 2007-08 and their assets were taken over by
local peers. Their exit is providing local banks with a much greater share in financing the needs of the
domestic economy.

The latest foreign bank to quit would be NIB which is being acquired by MCB. Banks are investing
heavily in government papers and the process of consolidation is still continuing. Sindh and Summit
Bank are in talks for a possible acquisition/ merger.

Acquisitions, mergers and joint ventures in non-bank and non-financial companies are attracting
foreign investment because of their domestic business potential and not for exports. Foreign firms
operating in Pakistan are ploughing back a significant portion of their earnings in investment, which
today contributes nearly 40pc of the country’s total direct foreign investment.

According to current market indicators, transactions for acquisitions, mergers and joint ventures
appears to be picking up. The Abraaj Group, which has just decided to off-loaded its stakes (after a
turnaround) in K-Electric , announced last week that it had entered into partnership with Islamabad
Diagnostic Centre which plans to expand its network from the existing 20 to 50 centres across Punjab
in the next five years.

Generally M&A’s occur because people are supposed to add value to a business, enhance
competitiveness and increase market share. But this exclusive approach is not enough to ensure an
M&A’s success.

In a talk on ‘succeeding at M&A through confluence’ organised by TerraBiz, chairman of the US
based ConfluCore, LLP Usman A. Ghani criticised the M&A mania in developed economies of the
West where the success rate was only two in ten cases.

Ghani says that M&A should not be treated as a transaction but a journey to a higher level of all round
performance. Such a move requires understanding of the dynamics of integration and a strong focus
on how it will be steered towards a successful conclusion.

Mr. Ghani is of the view that for an M&A to be a success it should also create value for customers
and enhance employees’ intellectual capacity through training. The M&A strategist does not subscribe
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to the concept of ‘human capital’. He says that capital — plants and machinery — depreciates over
time but intellectual capacity increases with age, training and skills.

The general impression is that M&A activity in Pakistan is merely focused on acquisition.

Back to the domestic impulse issue, the State Bank of Pakistan’s quarterly report says the GDP
growth of 5.7pc targeted for FY2017 is “expected from a rebound in agriculture and increased share
of industry.”

Both the federal and Punjab government took a series of steps to pull the crop sector out of stagnation.
And the growing food processing industry is also providing some support to the livestock and crop
sector.

Though the growth of the large scale manufacturing sector is sluggish, the central bank is perhaps
pinning hopes on the recent surge in imports of machinery for balancing, modernising and
replacement by the manufacturing sector and for the CPEC-related projects.

In the first quarter of FY2017, machinery worth Rs285.4bn was imported in addition to Rs8,894bn in
the whole of the previous year. What is no less important is that the imports were primarily financed
by investors though bank lending against fixed assets; another factor that is also rising simultaneously.
Surprisingly largescale manufacturing expanded 8pc in November.

As far as the CPEC projects are concerned, they will provide stimulus to a wide range of economic
activities and also impart efficiency to commodity producing sectors, both in the realm of production
and marketing.

The latest move to shore up export-oriented industries is the Rs180bn PM’s package for exporters.

And the World Bank has revised upwards the country’s growth rate to 5.2pc for this fiscal year.

https://www.dawn.com/news/1308766/economic-growth-domestic-impulse

PAKISTAN LEAVES INDIA BEHIND IN WEF’S DEVELOPMENT INDEX
Dawn, January 17th, 2017

ISLAMABAD: Pakistan has been ranked 52nd, ahead from India (60th), among 79 developing
economies in the Inclusive Development Index (IDI), according to a World Economic Forum (WEF)
report.

The ‘Inclusive Growth and Development Report 2017, released in Davos on Monday, said that most
countries were missing important opportunities to raise economic growth and reduce inequality at the
same time because the growth model and measurement tools that have guided policy-makers for
decades required significant readjustment.

India has been ranked 60th, below neighbouring China and Pakistan, according to the WEF report,
carried by The Asian Age, an Indian newspaper.
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Various Indian newspapers including The Hindu, Indian Express, Deccan Herald, Punjab Times and
others carried the report, highlighting that India ranked below China and Pakistan in the IDI.

The index is based on 12 performance indicators. In order to provide a more complete measure of
economic development than GDP growth alone, the index has three pillars — growth and
development, inclusion and intergenerational equity, and sustainability. Lithuania tops the list of 79
developing economies that also features Azerbaijan and Hungary at second and third positions,
respectively.

China is ranked 15th, Nepal 27th, Bangladesh 36th and Pakistan 52nd. Two BRIC nations, Russia and
Brazil, are at 13th and 30th places, respectively.

Others in the top-10 are: Poland 4th, Romania 5th, Uruguay 6th, Latvia 7th, Panama 8th, Costa Rica
9th and Chile 10th.

http://www.dawn.com/news/1308890/pakistan-leaves-india-behind-in-wefs-development-index

MAJORITY OF ABC MEMBERS KEEN TO INVEST IN PAKISTAN
Dawn, January 17th, 2017

KARACHI: More than three fourths (78 per cent) of American Business Council (ABC) members
plan to invest in Pakistan over the next year and are optimistic about the long-term economic
situation, according to the results of a perception survey conducted by the council.

The same survey conducted last year showed that 65pc of the members were interested to invest.

In the present survey, a vast majority of respondents rated the business climate of Pakistan as
satisfactory while 8pc gave it a poor rating. This is an improvement over 2014-15 when 11pc of the
participants rated the business climate as poor.

The perception survey allows ABC members to rate their satisfaction on various economic, regulatory
and political factors that affect the performance and growth of businesses operating in Pakistan. The
factors include implementation and consistency of trade and competition policies, government
development budget, domestic market, internal and external political climate and law and order.

The members have, however, observed that the government’s tendency to introduce mini-budgets as
well as sudden changes in policies or rules during the course of a fiscal year “negatively impact on the
existing as well new investments”.

With regard to the performance of each ministry directly affecting business climate, the participants
responded that overall trend reflects there was a slight improvement over the last year.

“Our members are positive and remain committed to Pakistan,” ABC President Sami Ahmed said.
International standing and perception, he added, was extremely important as Pakistan competes with
other Asian players to attract capital in the form of trade exports, human resources and most
importantly foreign direct investment.
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The ABC is one of the largest investor groups in Pakistan with 67 members. They operate in various
sectors, including healthcare, financial services, information technology, chemicals and fertiliser,
energy, food and beverage, oil and others.

Meanwhile, Consul General of Japan Toshikazu Isomura during his meeting with business leaders last
week disclosed that Japanese companies and investors have started refocusing on Pakistan as a
potential market for investment.

He acknowledged that Pakistan’s law and order has improved and the country’s economy has also
stabilised. Mr Isomura said that already many Japanese companies have landed and started operating

and more are on their way to bring fresh investment in Pakistan.

https://www.dawn.com/news/1308894/majority-of-abc-members-keen-to-invest-in-pakistan

PAKISTAN WILL SUFFER WHEN US INTEREST RATES RISE
The Express Tribune, January 18th, 2017.

Shahbaz Rana

Davos, Switzerland: Any further increase in interest rates by the US Federal Reserve would lead to an
appreciation in the value of the US currency, which would carry adverse implications for developing
countries including those that have heavily obtained foreign loans, say global experts.

The world is entering a very chaotic period, as any further increase in US interest rates and cut in
taxes by the upcoming Donald Trump administration would sharply appreciate the US greenback, said
Li Daokui, Dean, Schwarzman College, Tsinghua University, China. He was speaking at the World
Economic Forum’s session on ‘Monetary Policy: Where Will Things Land’.

Other speakers also highlighted similar concerns while arguing that strong US currency was not a
good omen for developing nations, particularly those relying on foreign debt to run their economies.

Pakistan is among those countries that have sharply increased reliance on foreign loans after their
inflows started slowing down due to problems at home and abroad.

In December last year the US Federal Reserve increased the key policy rate by 25 basis points after
years of low rates. There are anticipations that the US would increase the rates again in the current
year.

However, Anthony Scaramucci, the Director of the Office of Public Liaison and Intergovernmental
Affairs of the upcoming Trump administration, said that the US was still not on the interest
normalisation path. He said that interest rates were still at the lowest historical level, adding that the
strength of the US dollar would determine the interest rate path.

Scaramucci said that even if the interest rate rises there are strong chances that the US economy
would grow to change in economic policies by the new administration in the White House. He said
that the Trump administration would want to have an independent Federal Reserve.
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Scaramucci said that 97% of the population did not benefit from the economic recovery while the rest
3% were back to where they were before the Global Recession hit the world in 2007.

Carmen Reinhart, Professor of the International Financial System at Harvard Kennedy School, USA,
said that the dollar appreciation may lead to serious problem in highly dollar-denominated indebted
countries.

Li Daokui said that the Euro has weakened, Chinese currency is facing challenges and Japan has its
own problems. He said that in the present day world the US dollar was more important than eight
years ago. His apprehensions were that the US Federal Reserve was not realising this and taking
decisions which were contrary to global growth.

Thomas Jordan, Chairman of the Governing Board, Swiss National Bank said that the expectations
from the monetary policy were too big to be achieved.

David Ruberstein, co-founder and co-chief executive officer of Carlyle Group of the USA, said that
some kind of intervention was required to stop dollar from becoming stronger. He said that the
corporate sector in the developing countries has $4.5 trillion debt that will have implications if the
greenback becomes stronger.

Li Daokui said that due to the US policies the funds were flowing back to the US, adding that from
only China $500 billion to $600 billion were flowing to the US. He said that in his view the increase

in monetary policy would not help achieve the objectives.

http://tribune.com.pk/story/1298592/pakistan-will-suffer-us-interest-rates-rise

PM, SWISS PRESIDENT FOR EXPANDING ECONOMIC TIES
Dawn, January 19th, 2017

DAVOS: Prime Minister Nawaz Sharif and Switzerland’s President Doris Leuthard on Wednesday
stressed the need for exploring new avenues of cooperation and strengthening bilateral relations.

The two leaders made these observations during a meeting on the sidelines of the World Economic
Forum’s annual meeting here.

The prime minister informed the Swiss president that Pakistan deeply valued its relations with
Switzerland and looked forward to enhancing bilateral partnership in diverse areas.

Terming Switzerland a friend and an important trade and investment partner of Pakistan, he lauded
the country’s objective, non-discriminatory and criteria-based approach on the issue of Nuclear
Suppliers Group (NSG) membership.

“We hope that as part of the NSG troika, Switzerland would continue to maintain this principled
stand, especially when it takes over the chair of the group later this year,” the prime minister said.
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The Swiss president said her county’s stance on the issue of NSG was non-discriminatory and based
on principles. Prime Minister Sharif said Pakistan wanted peaceful and amicable resolution of all
outstanding issues with India.

He praised efforts of the Swiss-Asian Chamber of Commerce, Swiss Global Enterprise (SGE) and
Swiss Business Council (SBC) for introducing Pakistan to the country’s business houses, especially
small and medium enterprises.

He also thanked the Swiss government for offering postgraduate scholarships to students from
Pakistan at various public universities. The Swiss president said that despite challenges faced by
Pakistan, her government was happy to see fast progress made by the country in economy.

She said Swiss companies were willing to work in Pakistan and her government was also willing to
join hydroelectric power projects.

Switzerland currently ranks fifth in terms of Foreign Direct Investment (FDI) in Pakistan. It has
traditionally run a trade surplus with Pakistan and has been one of the country’s biggest direct
investors for several years.

Many Swiss companies operate in Pakistan, some with their own production sites. These firms are
mainly based in Karachi and employ around 12,000 people.

WEF chairman: The prime minister also held a meeting with WEF Chairman Klaus Schwab and
briefed him on his economic agenda and vision for a progressive Pakistan.

Mr Schwab praised the progress of Pakistan on the economic front and also shared his feedback about
the country after meeting various business leaders.

He informed the prime minister that the business leaders considered Pakistan a great investment
destination.

He appreciated progress of Pakistan in the infrastructure sector and said the country was now ready to
lead the regional connectivity initiative with Central Asia.

He said Pakistan was now attracting business groups from abroad, owing to improved security and
improvement in the energy sectors.

During a meeting with Group Chief Executive Officer of Standard Chartered Bank Jose Vinals, Mr
Sharif said Pakistan was now the new attractive destination for foreign investors and it offered

security and attractive returns.

Mr Vinals said that profile of Pakistan had gone up significantly and added that its economic matrix
was moving in the right direction.

https://www.dawn.com/news/1309311/pm-swiss-president-for-expanding-economic-ties

PAKISTAN IS IDEAL FOR INVESTMENT, PM TELLS ENTREPRENEURS
Dawn, January 20th, 2017
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DAVOS: Pakistan is on the track of sustainable growth and is “ready to do business with the world”,
Prime Minister Nawaz Sharif said on late Wednesday.

In his address to leading businessmen at a dinner hosted by Abraaj Group on the sidelines of the 47th
World Economic Forum (WEF), he said, “Offering attractive investment policies, Pakistan is a
destination that no global player can miss. | invite you to take benefit from the economic revival of
Pakistan and enjoy the first mover’s advantage.”

Stressing on the need for collaboration and cooperation, he said, “Without peace and stability,
development remains an elusive dream.”

He mentioned that Pakistan’s Vision 2025 served as a comprehensive strategy for achieving
sustainable growth and mapped the country to join the top 25 economies in the world leading to
Upper Middle Income country status by 2025.

He said the economy was targeted to grow over 8 per cent between 2018 and 2025 while maintaining
single digit inflation.

The PM told the businessmen there was no minimum requirement for the amount of foreign equity,
investment or upper limit on the share of foreign equity allowed except in the airline, banking,
agriculture and media sectors and foreign companies were allowed to repatriate 100 per cent profits.

The prime minister highlighted that Pakistan was the fourth largest milk producing country with third
largest livestock population in the world.

The recent decision of Dutch leaders to invest $460 million in Pakistan’s food and dairy sector is a
testament of our potential, he stressed.

He said the China Pakistan Economic Corridor (CPEC) was a key regional initiative for connectivity
and shared prosperity of nations.

Investors at the event spoke highly of Pakistan’s successful economic policies.

Managing Partner of Abraaj Group Mustafa al Wadood said his company had invested over $700m in
financial, consumer and energy sectors.

Michael Renee of McKinsey and Company praised Pakistan’s stable economic policies and said
improved security was now a big attraction for foreign investors.

Citibank Vice President Jay Collins said his bank was proud to be amongst the top banks serving
Pakistan’s public and private sector. He said the bank raised $2.5bn worth of strategic transactions for
Pakistan and the foreign companies.

Nitin Paranjpe, president of Unilever’s Home Care business, said his company has built a large
business base in Pakistan and will continue with its commitment.
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Arif Nagvi, CEO of Abraaj Group said Pakistan was a country that was on the move and offered
fantastic potential.

Pakistan, Norway to focus on trade

Meeting with Norwegian Prime Minister Erna Solberg on the sidelines of WEF, Prime Minister
Nawaz Sharif said Pakistan greatly valued its relations with Norway.

He apprised the Norwegian premier of his government’s focus on trade and economic cooperation,
rather than aid. The Norwegian premier appreciated Pakistan’s economic revival.

On the occasion, PM Sharif extended an invitation to the Norwegian premier to visit Pakistan.
Incentives for investors

Pakistan has devised a comprehensive plan to create an investment friendly environment and is
liberalising its policies to welcome foreign entrepreneurs, PM Sharif said on Thursday.

He was talking to heads of top ranking companies at a roundtable on the sidelines of WEF.

“We offer incentives to attract new capital inflows, including tax exemptions, tariff reductions,
infrastructure, and investor facilitation services,” the prime minister said.

The chief executive officers present at the roundtable included Japan Bank for International
Cooperation’s CEO and Executive Managing Director Tadashi Maeda, Ingredion Incorporated USA’s
CEO and Chairman Ilele Gordon, Koc Holding Turkey’s CEO Levent Cakiroglu,

Telenor Group’s President and CEO Sigve Brekke, Nestle Asia’s Executive Vice President Wan Ling
Novartis AG’s Head Public Affairs Petra Lox, Swiss Re Management Ltd’s Global Partnerships

Chairman Martyn Parker.

https://www.dawn.com/news/1309554/pakistan-is-ideal-for-investment-pm-tells-entrepreneurs

DEVELOPING ECONOMIES COULD SEE SLOWER-THAN-EXPECTED GROWTH IN 2017
The Express Tribune, January 21st, 2017.

Shahbaz Rana

Published: January 21, 2017

Davos, Switzerland: The prospects of global economic growth are better this year, the developing
countries would grow at a slower-than-expected pace due to the withdrawal of high-denomination
banknotes by India and spillover effects of US politics on Mexico, said Managing Director of the

IMF, Christine Lagarde, Friday.

This is for the first time in recent years that the IMF has not revised the Gross Domestic Product
growth rate downward, which is expected to remain at 3.4% in 2017, said Lagarde while speaking at a
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session on Global Economic Outlook. The session was arranged on the last day of the annual World
Economic Forum Meeting.

Chancellor of the Exchequer of the UK, Finance Minister of Germany, Governor, Bank of Japan and
Chief Executive Officer of the Blackrock USA also spoke on the occasion.

Global economic growth numbers are looking better this year than in the previous years, said Lagarde.
She said that Japan and European Union economies were doing better and forecast for the US
economy has also been upward revised.

However, growth forecast for emerging markets has been revised slightly downward, she added. The
Indian economy will grow at less than earlier estimates due to negative effects of the withdrawal of
banknotes on its economy, said the MD.

Last year, Indian Prime Minister Narendra Modi announced to withdraw large denomination
banknotes, a move aimed as a crackdown against tax evasion.

She said that spillover effects of US politics on Mexico economy was another reason for downward
revision of developing economies.

The IMF MD said that there was still some ambiguity over the implications of the anticipated trade
measures that new US President Donald Trump announced during his election campaign. She said
that a combination of trade restrictions and a tax package would not be good for the global economy.

The IMF MD said that the high possibility of strengthening of the US dollar will have implications for
the companies that have borrowed in dollars.

Laurence D Fink, CEO of Blackrock, USA, said that trade restrictions by the new US administration
would be an attack on those who have voted for Trump. He said any restriction on trade would carry
implications for the US and global economy. He said some of the policies of the new administration

would strengthen the US currency that will also have implications. We are going to live in a world of
a strong dollar, he added.

Wolfgard Schauble, the Finance Minister of Germany, said that the Eurozone was doing better now in
terms of fiscal and monetary policies. However, he said that elections in some EU countries were
important in terms of long-term stability. The finance minister said that consumer demand was also
high compared with the previous years.

Phillip Hammond, the Chancellor of the Exchequer of the UK, said that the EU would likely to
remain the largest trading partner of the UK after Brexit. He hoped that EU countries would avail
highly efficient financial markets of the UK. The Chancellor made it clear that the UK was closed for
unskilled workers after the Brexit.

He said that no system would be introduced to cut off the flow of skilled manpower and graduates
coming to take degree courses in high ranking UK universities. He maintained that the UK would not
accept the principal of free movement of people.
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Governor of Bank of Japan, Haruhiko Kuroda, said that in Japan the unemployment rate has come
down while core Inflation has become stable. However, he said that the companies were reluctant to
increase wages even after increase in their profits and Japan will have to work on this area to achieve
its economic targets.

http://tribune.com.pk/story/1302105/outlook-2017-developing-economies-see-slower-expected-
growth/

NEWS COVERAGE PERIOD FROM JANUARY 9TH TO JANUARY 15TH 2017
CONTRASTING TRENDS IN PAKISTAN’S ECONOMY
The Express Tribune, January 9th, 2017.

Ikram Hoti

ISLAMABAD: Exports are going down whereas stocks are repeatedly breaking all-time high records
on the KSE 100-share Index. Does this contrasting situation worrisome for the observers of Pakistan’s
economy? Many wonder how this is happening simultaneously.

The factors that leave an impact on exports and stocks differ from each other. Exports mostly bank on
the demand and supply of goods as well as the cost of production. However, equities rely on varying
factors such as money-parking trend, prices of gold and real estate that are alternative investment
avenues, investment deals in certain sectors and political situation at home and overseas.

Exports are impacted by economic, foreign and tax policies that drive the quality, volume and demand
for the country’s products.

Apart from K-Electric deal with a Chinese company and Engro Foods’ acquisition by a Dutch firm,
no significant foreign investment has come to Pakistan over the past many years. Also needs a
mention is the winning of bids by a Chinese consortium for a 40% strategic stake in the Pakistan
Stock Exchange.

Specific stocks have taken a flight with a push from such investments and have driven a rally in the
overall market. Export goods producing lines have, however, not got such a boost for years. The
rusting production processes cannot be improved in the absence of hefty capital, better technology,
techniques and workforce.

The failure to make improvements and remove hurdles in the way of production and marketing, along
with the threat of terrorism, which has now subsided considerably, has long prevented the flow of
export orders from the best global destinations and has harmed the overall economy.

While the government failed to do something meaningful in relation to the foreign policy and
economic regulations, the China-Pakistan Economic Corridor (CPEC) project emerged as a major
incentive for the national economy.

Before it could spark a wave of industrialisation, joint ventures and higher exports, it gave a welcome
fillip to the stock market. Earlier, most of the free floating capital was being parked in gold and
property. This money could not be attracted by banks and industrialists desirous of pouring capital
into the production processes.
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A deeper look at profiles of companies whose stocks have done well, however, shows no significant
efforts to make improvement and boost their share in the production of goods.

A major group of players in this scenario is the one that is shy of investing in the production processes
but keeps large piles of cash for profit-making.

The sentiment-based stock movement helped by such cash is not an encouraging sign as there is
always the threat of bubble being burst. But this money flow hardly finds other investment avenues.

This is a cause for worry in a country that fails to win export orders on account of poor industrial
progress and still uncertain law and order, which are direct consequences of the country’s domestic
and foreign policies.

Talk to exporters who will often complain about the Federal Board of Revenue (FBR) for withholding
their tax refunds. They are not able to borrow export-boosting capital from banks at a high mark-up
and also could not attract market partners when their own money is stuck with tax authorities.

In this situation, they cannot think of being competitive in the global market by adopting state-of-the-
art technology and trained workforce.

Exports are a major source of foreign currency earnings. They can be improved through better-quality
products, innovation, exploring new markets, outreach to buyers and financiers.

What is the government doing in such a scenario? Is this not a panic situation as foreign exchange
earned via exports provides the backbone for making repayments both on the micro and macro scales?

Has the government reprimanded the FBR for holding back the tax refunds? Does it talk about
assisting the balancing, modernisation and replacement (BMR) programme for export goods

industries? Are any efforts under way to bring down the mark-up on bank borrowings?

Nothing of this sort seems to be happening. So, how can Pakistan’s exporters hope of getting out of
the quagmire in which they are sinking deeper?

The writer has worked with major newspapers and specialises in the analysis of public finance and
geo-economics of terrorism

http://tribune.com.pk/story/1288527/perplexing-contrasting-trends-pakistans-economy/

THE WHEELS OF SOCIAL AND ECONOMIC CHANGE
The Express Tribune, January 9th, 2017.

Tehreem Husain
Recent news of China’s rail-freight service to Britain has caught global attention and brought railways

as a source of transportation back into the limelight. The train will cover more than 12,000 km (7,500
miles) and pass through 14 European cities before reaching London in a passage of 18 days.
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The freight train not only offers a cheaper means of transport but is also time efficient since the
current sea route between East Asia and China takes almost 30 days.

This project is part of Chinese President Xi Jinping’s ‘One Belt, One Road’ initiative to create a
modern Silk Road to boost commercial ties across Europe, Asia, Africa and the Middle East. China
has increasingly invested in the transportation sector — having invested about $232 billion over 2005-
16 globally. A look back in history tells us that almost 150 years earlier Britain was heavily involved
in investment and construction of railways around the globe.

Early railway history involved tracks made of stone or wood and can be traced to the early Greeks.
With technological advancement, mechanised rail transport systems were invented and first appeared
in England in the 1820s. These systems which made use of the steam locomotive were crucial in the
age of Industrial Revolution and played an important role in the development of export economies
across the globe.

The growth of railways in Britain alone in the nineteenth century can be judged from the fact that
railway tracks covered 98 miles in 1830 which grew to a whopping 10, 433 miles by 1860. This was
also the time in which railways in America and other European powers such France and Germany
were developed.

The UK capital market underwent a major transformation during this time with large capital intensive
companies raising equity from arm’s length investors. This resulted in an increase in the value and
number of companies listed on the London Stock Exchange and beyond London too (Turner, 2016)

Global development of railways was happening along growth and advancement of other industries
such as banking and finance. European countries such as Britain, France and Germany having a
surplus of savings were looking for territories and industries around the world for better investment
opportunities. These investment flows led to financial development and capital deepening in emerging
market nations of that era primarily through investment in infrastructure.

Infrastructure investment in railways in colonies also took place in Britain’s colonial empire.
Railways in Canada were initiated by building the Grand Trunk Railway in 1853. In the same year,
commercial train journeys had commenced in India — the first commercial train was between Bombay
and Thane by the Great Indian Peninsular Railway.

India provided a fertile ground for providing key raw material for industrial towns in Britain.
However, a complete transportation network was needed to be laid out to bring it from the place of
harvest to the port city. This resulted in the construction of routes across India and the rise of cities
serving as ports such as Karachi. The first railway line for public traffic was laid out in the city on
May 13, 1861 between Karachi City and Kotri.

Different sections on existing main line from Peshawar to Lahore and Multan and branch lines were
constructed in the last quarter of 19th century and early years of the 20th century. Network expansion
in India was most rapid between 1860 and 1880 and by 1909 India had the fourth largest railway
network around the globe.

Besides road infrastructure, railways are also a component of the China-Pakistan Economic Corridor
(CPEC). Recently, two strategically important $10 billion projects were cleared for upgrading a
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mainline of the Pakistan Railways to smoothen CPEC related traffic. The current rail system needs a
major overhaul and CPEC provides investment funds for upgrading and modernising the existing
infrastructure.

Railways have played a huge role in boosting the economies, both direct and indirect. It reduces
transportation costs bringing markets and people close together. It also has indirect benefits through
creation of economic activity in backward-linkage industries such as engineering, construction, coal
mining and iron production. Tony Judt, late professor at NYU in one of his essays for the New York
Review of books has rightly said, “No other industry has wrought or facilitated change on the scale
that has been brought about by the invention and adoption of the railway.”

http://tribune.com.pk/story/1288536/wheels-social-economic-change/

DAR REVIEWS TECH INITIATIVES IN BANKING SECTOR
Dawn, January 12th, 2017

ISLAMABAD: Finance Minister Ishag Dar on Wednesday reviewed new technological trends and
reforms initiatives in the banking and financial sectors.

During a meeting, Governor State Bank (SBP), Ashraf Mehmood Wathra updated the finance minister
regarding the banking sector of Pakistan.

The finance minister was apprised on the recent development in private credit and agriculture sectors
growth automation in currency distribution by central and commercial banks.

Key economic indicators also came under discussion which demonstrated a stable trend.

https://www.dawn.com/news/1307813/dar-reviews-tech-initiatives-in-banking-sector

WORLD BANK SEES HIGHER 2017 GLOBAL GROWTH, UNCERTAINTY OVER US POLICY
Dawn, January 12th, 2017

WASHINGTON: The World Bank on Tuesday said global growth would accelerate slightly as
recovering oil and commaodity prices ease pressures on emerging-market commaodity exporters and
painful recessions in Brazil and Russia come to an end.

In its latest Global Economic Prospects report, the multilateral lender said it expected 2017 real gross
domestic product growth to rebound to 2.7 per cent from a post-financial crisis low of 2.3pc last year.

Growth in advanced economies is expected to edge up to 1.8pc in 2017 from 1.6pc in 2016, the World
Bank said, while emerging and developing economies will see growth accelerate to 4.2pc this year
from 3.4pc last year.

“After years of disappointing global growth, we are encouraged to see stronger economic prospects on
the horizon,” World Bank Group President Jim Yong Kim said in a statement. “Now is the time to
take advantage of this momentum and increase investments in infrastructure and people.”
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However, there was considerable uncertainty surrounding the forecasts, which did not incorporate the
effects of various policy proposals from US President-elect Donald Trump, which are expected to
include increased fiscal stimulus from tax cuts and infrastructure spending, and a more protectionist
trade stance.

The World Bank forecasts 2017 US growth at 2.2pc versus 1.6pc in 2016, but the increase could be
considerably larger — and have effects far beyond US shores.

“A surge in US growth — whether due to expansionary fiscal policies or other reasons — could
provide a significant boost to the global economy,” the bank said.

However, this could lead to higher interest rates and tighter financial conditions that would have
adverse effects on some emerging market countries that depend heavily on external financing.

It added that lingering uncertainty over the course of US economic policy could weigh on global
growth by keeping investment money on the sidelines until there is more policy clarity.

The World Bank said China’s growth would continue to slow, easing to 6.5pc in 2017 from 6.7pc in
2016, but growth would edge higher in some Southeast Asian economies, including Indonesia and
Thailand.

India’s strong growth is expected to accelerate, rising to 7.6pc in 2017 from 7pc in 2016 as reforms
ease domestic supply bottlenecks and increase productivity.

https://www.dawn.com/news/1307812/world-bank-sees-higher-2017-global-growth-uncertainty-over-
us-policy

NEWS COVERAGE PERIOD FROM JANUARY 2ND TO JANUARY 8TH 2017
CONSUMER PRICE INDEX: PACE OF INFLATION FALLS TO 3.7% IN DEC
The Express Tribune, January 3rd, 2017.

Shahbaz Rana

ISLAMABAD: The annual inflation rate remained subdued in December, falling further to 3.7%
primarily due to a seasonal reduction in prices of items in the food basket, Pakistan Bureau of
Statistics (PBS) reported Monday.

The annual inflation rate measured by the Consumer Price Index (CPI) — which captures prices of 481
commodities in urban centres — was registered at 3.7% in December compared to the same month of
the previous year, reported the PBS.

The main reason behind the fall was reduction in prices of both perishable and non-perishable food
items and transport fare. Due to the same reasons, the monthly inflation rate decelerated to negative
0.7% last month over November.

It was the second consecutive month that the pace of annual inflation slowed after increasing for five
straight months.
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Core inflation — measured by excluding energy and food items, which had started picking momentum
also — slightly decelerated to 5.2% last month. It was for the first time in half a year that the rate of
increase in core inflation was lower than the previous month, showed the PBS data.

In its November 2016 Monetary Policy announcement, the Monetary Policy Committee decided to
maintain the policy rate at 5.75%, while beating expectations of increase in rates after surge in core
inflation in previous months.

However, in previous months investors had gotten an impression from some of the central bank’s
comments that the State Bank of Pakistan (SBP) may jack up its key policy rate — the rate at which it
lends money to the commercial banks.

In an anticipation of increase in rates, commercial banks have stopped investing in the government’s
long-term Pakistan Investment Bonds (PIBs), forcing the government to start relying on six-month
market treasury bills to raise funds for budget financing.

On monthly basis, the prices of perishable food items dropped 2.26% while perishable food items
rated decreased 0.6%. On an annual basis, there was only 2.43% increase in price of non-perishable
food items.

The average inflation during the first half (July-December) of this fiscal year remained at 3.9%,
according to the PBS. For fiscal year 2016-17, the government has set the inflation target at 6% while
the IMF and SBP projections are below the target level.

“We expect average CPI inflation in fiscal year 2017 to remain lower than the target of 6% set by the
government,” wrote the central bank in its first quarter report on the state of Pakistan’s economy.
However, it said that the SBP would monitor global and regional developments closely to remain
prudent in its monetary stance.

The quarterly report highlights two key developments for the purpose of inflation forecast. The SBP
said that the government’s decision to end the 7-month long spell of stability in petrol prices in the
country was one of two key determining factors. The federal government allowed an increase of Rs2
per liter, effective from 1st December 2016, although it again left the prices unchanged for first half of
January.

The government’s decision to switch back to fortnightly price determination shows its intentions
about passing on the impact of increase in petroleum products prices in the global market to the
domestic consumers.

The central bank noted that on the global front, the OPEC was able to strike an agreement to cut crude
production — for the first time in 8 years. Just the signal that this cartel — which controls over a third of
the global crude — is alive, was enough to send jitters across the commodity market; price of Saudi
Arabian Light oil increased by over 9%, right after the announcement, it added.

The SBP report stated that the impact on Pakistan’s CPI inflation will be influenced by when, and
how much of the increase in global prices the government is willing to pass on to consumers.

http://tribune.com.pk/story/1282151/consumer-price-index-pace-inflation-falls-3-7-dec/
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GOVERNMENT SATISFIED WITH ECONOMIC INDICATORS

Business Recorder, January 03, 2017

Finance Minister Ishaq Dar chaired a meeting Monday to review the economic performance in the six
months ended 31st December 2016. The Finance Minister noted that GDP growth appears to be on
upward trajectory and inflation was steady below 4 percent in December 2016 while average inflation
during July-December 2016 was recorded at 3.88 percent, reflecting continued price stability.

The Finance Minister noted the FBR performance at around 7 percent for the six month period ended
in December 2016, reflecting catching up of the shortfall experienced in the initial months, largely on
account of giving relief to consumers on petroleum prices together with sales tax refunds of Rs 45
billions. On the expenditure side, the performance was on track as expenditure was allowed in a
prudent manner in accordance with budget, and keeping in view the revenue growth.

The Finance Minister, while expressing satisfaction on recent economic performance, noted that
economic activities are picking up, investments are taking place, particularly in the CPEC-related
projects which would further accelerate after the recent understanding with Chinese authorities to
further expand the scope of the CPEC by including water security, Karachi Circular Railway, mass
transit programme for Balochistan, projects for Khyber Pakhtunkhawa, and rehabilitation of
Railways-related project. He further remarked that going forward, Pakistan would experience rising
growth and creation of more job opportunities.

The meeting was attended by the Finance Secretary and senior officials of the Ministry of Finance.-
PR

http://www.brecorder.com/top-stories/0:/119427:government-satisfied-with-economic-
indicators/?date=2017-01-03

GINNERS FEAR INDIAN COTTON IMPORTS WILL IMPERIL PAKISTAN’S ECONOMY
The Express Tribune, January 7th, 2017.

Owais Qarni

Multan: The cotton ginning industry has fiercely opposed duty-free import of Indian cotton, saying it
will have destructive effects on Pakistan’s economy.

Speaking at a press conference on Friday, Pakistan Cotton Ginners Association (PCGA) Senior Vice
Chairman Suhail Mehmood Haral, Ginners Group Chairman Haji Muhammad Akram and former
PCGA chairman Shehzad Ali Khan revealed that more than 2 million bales of cotton were lying
unsold in ginning factories, which textile millers were reluctant to purchase.

Another 700,000 bales are expected next month. They saw no justification for lifting an undeclared
ban on cotton import from India at the cost of Pakistan’s farmers, arguing fibre import via land or sea
was not in the interest of national economy.

They underlined the need for continuing the restrictions on cotton imports through the Wagah border
crossing and Karachi seaport.
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Farmers have also aired concern over the removal of curbs from cotton import from India, which
would imperil the domestic industry.

They demanded that the government ensure crop purchase at reasonable prices from the country’s
growers. They were expecting a bumper crop this year, but feared that imports from India would hit
the local growers hard.

They decried that the government did not fix the support price for cotton, leaving them at the mercy of
textile millers, who would buy the fibre at their desired rates.

Ginners Group Chairman Haji Muhammad Akram asked the government to slap a complete ban on
cotton imports from India via Wagah border.

If such imports continued without any curbs, he believed, they would harm cotton production in the
country in the next season.

Last year, cotton harvest had dropped 30% and if appropriate measures were not taken, the situation
could deteriorate further and affect local output.

Former PCGA chairman Shehzad Ali Khan disclosed that 530,000 bales of cotton had so far been
imported from India through the Wagah crossing.

Players of the ginning industry, however, praised efforts of Federal Minister of National Food
Security and Research Sikandar Hayat Khan Bosan, who was endeavouring to bring down the cost of
cotton production.

He was of the view that the production cost was higher than the prices farmers were receiving for
their harvest. The high cost was one of the reasons behind the decline in cotton production, he added.

http://tribune.com.pk/story/1286874/ginners-fear-indian-cotton-imports-will-imperil-pakistans-
economy/

February 2017

NEWS COVERAGE PERIOD FROM FEBRUARY 20TH TO FEBRUARY 26TH 2017

AN UNDERVALUED ECONOMY
Dawn, February 20th, 2017

Rashid Amjad

THE voices telling us that Pakistan stands on the threshold of a major economic upturn are growing
louder. Be it PricewaterhouseCoopers or Bloomberg, scores of renowned economic analysts are
pointing to Pakistan as a country where there is money to be made.

Do forgive the ordinary, already troubled Pakistani who is bewildered by all this news. The country
has just managed to complete a stringent IMF programme, finally hoping that, with a semblance of
macroeconomic stability restored, economic growth might pick up from its dismal low of three to four
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per cent over the last decade. Decent jobs are scarce. Child malnutrition is rampant. Yet here we are,
evidently sitting on a goldmine unawares!

What is being said of the economy’s prospects is not without merit. The fact remains that Pakistan is,
today, a grossly undervalued economy — a view put forward not just by many analysts, but also by a
growing number of foreign and domestic investors in search of opportunities to earn high profits in an
otherwise anaemic global economy.

What, then, is an ‘undervalued’ economy? Why and when did Pakistan become one? Most important,
why the sudden interest in taking advantage of the situation?

An undervalued economy is one that generates high returns primarily because its assets are
considerably undervalued. To give some concrete examples, Pakistan’s stock market would be
classified as ‘undervalued’ because, even after accounting for the KSE index having grown by leaps
and bounds, the returns on stocks and shares are abnormally high even in relation to their substantially
appreciated market value. Similarly, the dollar value of the housing and real estate markets (despite
some slumps) has grown faster than that of properties purchased in Dubai or most parts of the world.
Our visiting neighbours from New Delhi are amazed at how relatively low house prices are in Lahore.

As to the second question of why this situation persists — not just for selected sectors, but for a large
part of the economy — the answer has two parts. The first is that the undervaluation of our assets or
capital stock is primarily a result of non-economic factors. The second is that, despite the economy’s
weak performance, it still generates high profits or returns on investment.

Let us examine the first point. Over the last 30 years, the economy has underperformed grossly, at
half its earlier growth rate. There are different explanations for this prolonged slowdown, ranging
from poor economic management, IMF adjustment programmes that did not work, rampant corruption
and, most important, the lack of political will to undertake fundamental structural reforms that could
make the economy more competitive.

Yet, underlying these factors was a deeper malaise: the gradual erosion of investors’ confidence. This
was triggered initially by the aftermath of the Soviet invasion of Afghanistan and the civil war that
followed in the 1990s. Most important, post-9/11, terrorist attacks spilled over into Pakistan and the
security situation became extremely fragile. A combination of deteriorating national security as well
as policies adopted in the 1980s pulled the city of Karachi — the nerve-centre of Pakistan’s economy
— into chaos. Investor confidence nosedived. Overall investment levels fell sharply.

What has now led investors’ confidence to turn around? Again, there is no dearth of contenders,
although one must admit that prudent economic management has, together with the decline in oil
prices, helped restore macroeconomic stability. But only the very optimistic investor would pin their
hopes on this factor alone, given Pakistan’s history of stop-go economic cycles.

The real reason for this turnaround (even after accounting for CPEC) is that Pakistan’s most powerful
institution, which has a decisive say in running the country, chose to concentrate on restoring internal
security and taking on all such militant forces — including those that were, earlier, viewed differently.
Additionally, the determination of the military leadership that launched this operation and the resolve
of the new leadership that has taken over have, to a large measure, sparked this turnaround in
investors’ confidence.
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Let us now turn to explaining the high returns or profits the economy continues to generate — on
average, between 10pc and 15pc, which many businesspersons would consider to be on the low side.
Here, the task is made more difficult as official data sources do not capture either the true size of the
economy or movements of key economic variables.

Part of this economic dynamism can be explained by the working of the informal economy, most of
which remains undocumented. While large investors shied away, smaller (and sharper) investors
stepped into the breach, bent on exploiting a market where others feared to tread.

A central factor has been the flow of remittances, which have increased from $1.5 billion in 2000 to
around $18bn in 2016. This represents about 7pc to 8pc of Pakistan’s GDP. The other factor has been
a fast-growing population and the rapid urbanisation and growth of mega cities and services.

It is these economic forces and the prospects of high returns that eagle-eyed investors (both domestic
and foreign) are viewing with increasing interest. To ensure that the benefits of this investment are
enjoyed by local firms and translate into more and better jobs and pro-poor economic growth will
need appropriate policies and prudent economic management. The key lesson is this: to realise the
benefits of an undervalued economy will require an unrelenting commitment to, and action by, both
the military and the government at all levels to continue improving the security situation.

https://www.dawn.com/news/1315749

FACILITY OF GSP PLUS TO REMAIN INTACT BY DEC 31, 2023: DASTGIR
Business Recorder, Feb 20th, 2017

Faisalabad: Federal Minister for Commerce Engineer Khurram Dastgir on Monday said the facility of
GSP plus granted to Pakistan by European Union would remain intact by December 31, 2023, so
Pakistani exporters should fully concentrate on enhancing their exports to the potential markets of EU
countries.

Addressing a function in Faisalabad Chamber of Commerce and Industry (FCCI), he termed
Faisalabad as the engine for the progress and prosperity of Pakistan and said some elements were
expressing undue apprehensions about the disruption of GSP Plus facility.

He said mid-term review of GSP plus was also scheduled during next year but it did not mean that this
facility was being withdrawn. He said, “There is a huge untapped potential to increase trade with
eastern EU countries and hence we should fully exploit these available opportunities.”

The federal minister said the present government had privilege to recruit 13 commercial officers
purely on merit basis who had been deputed in various potential countries and the business
community should remain in touch with them to fully avail from their expertise.

He said the exporters must remain in contact with them while travelling to these countries.

He told that few months back he was in Brussels to attend a meeting regarding GSP Plus. During this
visit he also chaired a two-day conference of commercial officers deputed in European Union and
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added that they also responded to the questions asked by representatives of various associations of
Karachi on Skype. He said such meeting could also be arranged for FCCI.

“Pakistan has inked Free Trade Agreements with China, Malaysia, Sri Lanka and Indonesia which are
underutilized,” he said and added that the business community should fully exploit these FTAs and he
was ready to depute commercial officer from TDAP or from his ministry to guide them in this respect.

Khurram Dastgir said the situation had improved in Pakistan as compared to 2013. “We are going to
establish a banking system with Iran within next couple of weeks which will open new opportunities
for the Pakistani businessmen.” He said the federal government had already approved this proposal
and work on it would be started as soon as it was signed by the concerned authorities.

He said the Prime Minister had successfully made breakthrough in five major fields including
restoration of peace, stability in the financial affairs of the government, stability in foreign reserves,
switching over to historically lowest interest rate and resolving energy crisis. He hoped that 2017
would be the best year for the economy of Pakistan.

He further said the prices of electricity and gas would start decreasing during this year while the
construction of motorway up to Karachi would ensure safe and secure connectivity between all parts
of the country.

He said international flights had already started from the airports of Faisalabad, Multan and Sialkot.
Similarly, the stability in the democratic system was yet another achievement of this government, he
said and added, “Now we are in a position to request foreign countries that have issued travel
advisories to withdraw it as such directives are not feasible in the prevailing circumstances.”

He asked the businessmen to submit their proposals specifically for the export oriented industry
through which the surcharge of Rs. 3.4 could be eliminated for the exporters.

Regarding Rs 180 billion textile package, he said the government was not restricted to this amount.
“We are ready to pay them much more incentives up to Rs 360 billion provided exporters play their
role in doubling their exports.”

He further clarified the subsidy would be for total export proceeds made up to June 30, 2017. He said
in this connection after the approval of government the State Bank had issued a circular however he
would try to adopt a system for the payment of subsidy on quarterly basis from next year.

About the payment of refund cases Khurram Dastgir said the government had paid refund amounting
to 50 billion. He would request the PM to pay yet another big traunch within next few months, he said
and intended that all pending refund cases should be disposed of positively before the announcement
of next year budget.

Regarding duty on cotton yarn, he said he would review these issues in a scheduled meeting of
Pakistan Textile Board. About Faisalabad Expo Center, he said that funds from EDF would be
released as soon as the land was transferred to the construction company.
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Earlier, President Faisalabad Chamber of Commerce and Industry Engineer Muhammad Saeed Sheikh
presented his address of welcome and underlined various issues faced by the business community of
Faisalabad.

A question answer session was also held in which Chaudhry Muhammad Nawaz, M Ismael, Dr.
Khurram Tarig, Mian Imtiaz Ahmad and Mujtaba Hasan participated.

Later, President FCCI presented FCCI shield to the Federal Minister while VP Engineer Ahmad
Hasan offered vote of thanks

http://www.brecorder.com/2017/02/20/337474

PAKISTAN IMPROVES ON WORLD BANK'’S LOGISTICS INDEX
The Express Tribune, February 25th, 2017.

Shahram Haq

LAHORE: It seems that global monitoring agencies have started recognising the infrastructure
development taking place in Pakistan, especially in the wake of China-Pakistan Economic Corridor
(CPEC).

The World Bank, in its latest report, noted that Pakistan had successfully managed to strengthen its
position in the Logistics Performance Index (LPI) for 2016. It put Pakistan at 68th position out of 160
economies. Pakistan managed to advance four places from the 72nd rank in 2014 to 68th place in
2016, by securing a score of 2.92.

Neighbouring India stood at 35th position whereas China was at number 27 in the LPI.

Germany remained the top performer for the second consecutive time. Singapore, which was at the
top slot in the 2012 survey, dropped to fifth place in 2016.

While preparing the report, the World Bank analysed key areas like transport infrastructure, logistics
guality and competence, basic infrastructure, border management and clearance (customs), tracking
and tracing of consignments and international shipments as per schedule.

LPI is an interactive benchmarking tool created to help countries identify the challenges and
opportunities they face in their performance in trade logistics and what they can do to make
improvements.

LPI 2016 allows for comparisons across 160 countries and is based on a worldwide survey of
operators on the ground (global freight forwarders and express carriers), providing feedback on
logistics friendliness of the countries in which they operate and those with which they trade.

They combine in-depth knowledge of the countries in which they operate with informed qualitative
assessments of other countries where they trade and experience global logistics environment.
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LPI consists of both qualitative and quantitative measures and helps build profiles of logistics
friendliness for these countries. It measures performance along the logistics supply chain within a
country.

The first LPI ranked Pakistan at the same place. The second report launched in 2010 showed a sudden
drop to the 110th rank as the country was recovering from the effects of nationwide floods, which

ruined the urban infrastructure.

https://tribune.com.pk/story/1338329/pakistan-improves-world-banks-logistics-index/

‘EXPORT TARGET CAN’T BE ACHIEVED UNDER PRESENT ECONOMIC TRENDS’
Business Recorder, 25 February 2017

KARACHI: President of Pakistan Tehreek Insaf (PTI) Balochistan women wing, Fehmida Jamali is
not optimistic that Pakistan would be able to achieve exports of $35 billion by 2018, stressing that the
global economic slowdown and failure of Trade Development Authority of Pakistan (TDAP) policies
would prove to be a big hurdle in the government’s ambitious target.

“I don’t think the export target can be achieved under the present economic trends,” she said.

“If we take a look on figures, total exports were reported at $18 billion between January 2016 and
October 2016. This figure is lower than the total exports of $19 billion reported for the corresponding
period in 2015,” she said.

Although, the decline in exports is attributed to a global slowdown in demand to some extent, but this
trend must be investigated as the export base for Pakistan is not only limited to a few products but is
mostly confined to low-valued products that are susceptible to price shocks.

As total of Pakistan exports have declined by more than 12 percent between 2013 and 2015. This
decline is disconcerting, particularly as lower oil prices since 2014 were expected to improve the trade
deficit. The expected outlook, as reported by the State Bank of Pakistan, for 2016 does not look
promising.

In the statement issued on Friday, she said the developed and advanced countries, such as the
European Union and the United States, tend to impose higher levels of Non-tariff measures (NTMs)
on imports from developing countries, particularly where sub-standard products are prevalent.
Therefore, trade policies should ensure that trade obstacles due to NTMs are reduced so that new
exporters can participate in international trading activities.

“Fehmida said it is imperative to pursue industrial and trade policies that promote value addition
within Pakistan. Such a strategy should involve a focus on the exports of consumer goods to their

more important destination markets. This will ensure a reduction in the volatility of exports”.—PR

http://epaper.brecorder.com/2017/02/25/5-page/853298-news.html

‘PAKISTAN’S DEBT: RESPONSE TO FINANCE MINISTER’
This is with reference to an article “Pakistan’s Debt: response to finance minister” dated 17-02-2017
carried by Business Recorder. The said news article used incorrect information to draw misleading
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conclusions. — At the outset, the article made incorrect claim with reference to definition of public
debt as follows:

— Itiincorrectly stated public debt definition under Fiscal Responsibility and Debt Limitation Act as
federal government domestic and external debt plus debt from IMF and external liabilities. In fact,
public debt is defined as the debt of the government (including Federal Government and Provincial
Governments) serviced out of consolidated fund and debt owed to the International Monetary Fund in
Fiscal Responsibility and Debt Limitation Act;

— The authors used incorrect public debt numbers based on the self-created public debt definition
which is neither supported by Fiscal Responsibility and Debt Limitation Act nor by the IMF. Based
on the incorrect numbers used in the news article, the authors erroneously stated that public debt to
GDP ratio stood at 67.7 percent as at end June, 2016 as compared with 63.6 percent as at end June
2013;

— The Net Debt to GDP ratio as at June 2008 was 53.1percent which had increased to 60.2percent in
June 2013 when the present government assumed office. During the period from July 2013 to June
2016, the Net Debt to GDP ratio has remained unchanged at 60.2 percent, thus showing no further
deterioration as opposed to false claim that annual increase in debt ratio is higher in the present
government tenure. It is worth highlighting here that the net public debt has been calculated in
accordance with international best practices and methods used by the IMF as well as various
developed and developing countries around the world;

— The limited understanding of the authors with reference to public debt is evident from the fact that
they suggested to include contingent liabilities, guaranteed debt, and debt against commaodity
operations in the public debt. Accordingly, they arrived at hypothetical estimates of public debt to
GDP ratio at 73 percent which is neither supported by International Accounting Standard nor by
Fiscal Responsibility and Debt Limitation Act. First of all, it is to be noted that Fiscal Responsibility
and Debt Limitation Act, 2005 specifies separate thresholds for public debt and contingent liabilities.

Further, International Accounting Standard (1AS) 37 states that the contingent liabilities should not be
recognised as liabilities until they are called. Accordingly, contingent liabilities/guaranteesare off-
balance sheet items. Further, underlying commodity acts as a security for loans secured against
commodity operations which are essentially self-liquidating, thus should not create a liability for the
government. Therefore, contentions of the authors in this matter are totally baseless and incorrect.

The news article made a false claim that Pakistan’s foreign debt is presently recorded at $73 billion.
The news article referred to total external debt and liabilities of the country which includes debt of
other sectors which by definition are not public external debt since the government is not liable to pay
these obligations. It includes debt of private sector and banks etc. The external public debt stood at
$57.7 billion as at end June, 2016. The clarity regarding this has already been given in the Finance
Minister article and at various fora, however, the news article made another deliberate attempt to
mislead the public in this matter;

— The news article also made a false claim that external debt is likely to reach well over $ 100 billion
by 2020 inclusive of debt taken for CPEC projects. Again, the writers used their own assumptions to
arrive at this notional number against which no basis is provided by them. In fact, if the writers have
referred to IMF’s latest Staff Report on Pakistan, they would have a better idea that IMF is projecting
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external public debt at $62 billion by 2020 from its present level of $ 57.7 billion in four years’ time
indicating annual growth of below 2 percent.

In fact, IMF debt sustainability analysis shows that external debt would remain on a downward trend
over the medium term, with the peak in external financing needs under the most stressed scenario (3.7
percent of GDP) staying well below the risk assessment benchmark of 5 percent of GDP. Further,
credit rating agencies in their recent reports acknowledged the fact that Pakistan external debt is on
sustainable path and there is very little exposure to medium term vulnerabilities.

— The writers took a myopic view of public debt management by quoting few debt numbers related
to first five months of current fiscal year. Debt-related indicators should be considered in conjunction
with medium-term scenarios as outlined in the MTDS, which allow the analysis of debt sustainability
over time and under a variety of alternative assumptions. Therefore, the sole objective of quoting
broken period information is to make sensations with the intention to mislead the public;

— The writers claim that external borrowing has increased in the form of Sukuk Bonds and short-
term loans from international commercial banks. In fact, commercial loans only accounted for 3
percent of external public debt as at end September, 2016. Even if issuance in international capital
markets are considered, the share of commercial borrowing (commercial banks & Eurobonds)
accounted for 11 percent of external public debt as at end September, 2016. Further, the news article
failed to appreciate the fact that the government successfully priced its Sukuk at the rate of 5.5
percent, the lowest rate ever achieved by the government in the international capital market;

— The writers are of the view that the right strategy for building a buffer of foreign exchange reserves
is not through external borrowing but by promoting exports, remittances and FDI and by discouraging
non-essential imports. In this regard, it is to be noted:

— Government has taken number of initiatives for the promotion and facilitation of exports. To
operationalize the trade policy, a total of Rs 6 billion has been allocated in the budget. Government
has also unveiled the Strategic Trade Policy Framework (STPF 2015-18) to promote regional trade
and focused on product sophistication and diversification, market access, institutional development
and trade facilitation along with a bailout package for export sector to positively impact the textile
sector. During December 2016, exports have shown an uptick in growth.

— Similarly, remittances to Pakistan are still healthy if compared with other South Asian countries.
The remittances improved by 1.46 percent in January 2017 on YQOY. It is also pertinent to mention
that development activities under Saudi Arabia’s vision 2030, FIFA World Cup 2022 in Qatar, and
Expo 2020 in Dubai may create demand for Pakistani workers, which can help increase flow of
remittances in the country.

— On the investment front, FDI has been more than double from US$ 0.9 billion in FY15 to US$ 1.9
billion in FY16. During Jul-Jan, FY17 FDI posted a significant growth of 9.9 percent. The CPEC
program will further attract foreign direct investment going forward.

— In addition, with the establishment of special economic zones (SEZs) planned under the China-
Pakistan Economic Corridor (CPEC), foreign investments are expected to improve further. Pakistan’s
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private sector involvement is also likely to enhance in building the infrastructure of power plants and
road network. This would also boost Pakistan’s productive capacity and expand the country’s export
base. As a result, Pakistan will generate incremental foreign exchange to service debt and equity
investment.

The above facts clearly establish the fact that views mentioned in the news item regarding the state of
public debt management in Pakistan are misleading. The present government has made remarkable
gains in reducing debt burden of the country and improved the fiscal and debt sustainability
indicators.

http://fp.brecorder.com/2017/02/20170226145133

NEWS COVERAGE PERIOD FROM FEBRUARY 13TH TO FEBRUARY 19TH 2017
PAKISTAN TAPPED WORLD CAPITAL MARKET FOUR TIMES: DAR
Business Recorder, 13 February 2017

LAHORE: Federal Finance Minister Ishaq Dar said on Sunday that Pakistan had successfully tapped
international capital market four times since 2014 and each time received overwhelming response.

He was addressing the closing ceremony of “Colours of Indus 2017 Programme” here at the
Governor’s House.

Punjab Governor, Muhammad Rafique Rajwana and Ali Jamil from Young Presidents’ Organisation
(YPO) also addressed the ceremony, while YPO delegates were also present.

The federal minister termed the event an excellent way of showcasing rich cultural diversity and
abundant opportunities, a growing and developing Pakistan offered to young entrepreneurs.

Business leaders and entrepreneurs should take advantage of attractive business opportunities and
investment climate in Pakistan, he added.

Ishag Dar mentioned that when the PML-N government came to power in 2013, the country was
facing challenges of unstable macro-economic situation, GDP growth at only 3 percent, foreign
reserves of below $8 billion, spiralling circular debt, crippling energy shortages and fiscal deficit of
8.8 percent.

However, the government under the leadership of Prime Minister Mian Nawaz Sharif set priorities
right by focusing on 4 Es including Energy, Economy, Elimination of extremism, and Education.

He said that the country was now backing on the road to macro-economic stability to achieve higher,
sustainable and inclusive growth.

Dar said that for the first time, Pakistan successfully completed all 12 reform steps of EFF (Extended
Fund Facility) Programme of the International Monetary Fund (IMF), asserting that growth
momentum continued to remain above 4 percent for the third year in a row, and the GDP growth was
registered 4.71 percent in FY 2016, highest in eight years.
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Target for the GDP growth in FY 2017 is around 5.5 percent and 7 percent during FY 2018-19, he
added.

International organisations, he mentioned, had also recognised Pakistan’s economic turnaround, citing
that the IMF had raised its GDP growth forecast for Pakistan for FY 2017 from 4.7 to 5 percent, and
projected GDP growth of 5.5 percent, Asian Development Bank (ADB) raised its GDP forecast for
2017 from 4.8 to 5.2 percent, and the World Bank projected 5.2 percent GDP growth in FY 2017 and
5.4 percent in FY 2018.

The Economist also recently ranked Pakistan as the 5th fastest growing global economy as well as the
fastest growing Muslim economy, he said.

The federal finance minister asserted that inflation was brought down to less than 3 percent in FY
2016, the lowest in decades, and fiscal deficit reduced from 8.2 to 4.6 percent in FY 2016, while on
the revenue side, tax collection increased by 60 percent over last three years and forex reserves were
sufficient for over five months of import cover.

Underprivileged segments of society had been main beneficiaries of recent economic progress, he said
and cited that the BISP allocation had been nearly tripled from Rs 43 billion in FY 2013 to Rs 115
billion in FY 2017, and Pakistan had made significant progress in poverty reduction.

Federal PSDP (Public Sector Development Programme) had increased from Rs 348 billion in FY
2013 to Rs 800 billion in FY 2017, he added.

Ishaq Dar said that recent PwC Report projected Pakistan’s economy to be the 20th largest by 2030
and the 16th largest economy by 2050, above Italy and Canada.

Under Investment Policy 2013, he said, equal treatment was ensured to local and foreign investors,
foreign equity up to 100 percent was allowed and there was no requirement of minimum foreign
investment amount due to which various reputable international investors and companies had started
investing here.

The minister said the government was implementing a new ‘Ease of Doing Business Reform Strategy’
with time-bound measures to strengthen the business climate and foster private investments.

Pakistan had recently been moved up four places in the World Bank’s ‘Ease of Doing Business’
rankings and was also one of the top ten global improvers, he added. 32 years old Companies
Ordinance 1984 had been revamped and a new Companies Bill 2016 was under consideration by
Parliament, he mentioned.

He added that Pakistan had also become signatory to the OECD Anti-Tax Evasion Convention, and
the OECD Anti-Bribery Convention was another forum being reviewed by the Pakistan government
for joining.

He said that National Power Policy-2013 provided roadmap to overcome energy crisis.

The government had actively been working on projects to add 27,000-MW to power generation
capacity, including 10,000-MW to be added to the system by March 2018. He said that electricity
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load-shedding had been reduced from 15 hours to 4 hours in rural areas, and from 12 hours to 3 hours
in urban areas.

He said that a campaign against extremism through Operation Zarb-e-Azb and Karachi clean-up
operation had led to improved security situation.—APP

http://epaper.brecorder.com/2017/02/13/3-page/849054-news.html

GDP GROWTH WILL BE ABOUT 5PC, ECONOMIST ESTIMATES
Business Recorder, 15 February 2017

KARACHI: The senior economist at Standard Chartered Bank has estimated that Pakistan’s GDP
growth will be more than 5 percent at the end of current fiscal year on the stable macroeconomic
indicators.

Bilal Khan, Senior Economist Global Research at the Standard Chartered Bank, MENA and Pakistan,
said on Tuesday that the dollar-rupee parity, fiscal deficit, foreign exchange and external accounts
will remain stable in next few months but disruptions could be seen in future with the changing
scenario of global economy. He said foreign inflows through exports receipts and remittances will
largely depend upon the situation of the global economy.

“External account may come under pressure as current account deficit will that means double than the
$ 3 billion projection of the government to $6 billion in the financial year,” he said.

Bilal Khan said that as per estimates the GDP growth of Pakistan will settle at more than 5 percent
during this fiscal year on the back of stable macroeconomic indicators and improved performance of
the agriculture sector.

He also anticipated a 25 basis points increase in interest rates by the State Bank of Pakistan by the end
of FY17.

“Pakistan’s banks are likely to have their potential share in the development projects under China-
Pakistan Economic Corridor (CPEC) which will generate a new stream of revenues for them in the
future,” he said, adding that Pakistani banks are flexing their muscles to have their share of financing
in the upcoming mega projects. He was of the view that the optimism being expressed by the banks is
not wrong because the improving ecosystem of development in the country will demand private sector
to get their project financed through banks in coming years.

Banks are already actively participating in the development of economy showing the perpetual growth
in the credit to private sector especially in the current financial year.

He said that though the major chunk of investment and financing are likely to be coming from
Chinese companies and banks as it is a general impression but the certain projects will be given
support by the Pakistani banks through their financing and that will result in improving their
businesses and profit margins in future.
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“The lower interest rates regime is also supporting the appetite of investment in the private sector
which sets to expand their footprints to meet the demand of their customers in different sectors,” he
said.

Dima Jardaneh, Executive Director, Head, MENA Economic Research said the global economy may
take twist with the likely rebound of the international market which can affect the growth of different

economies across the world.

She said that after new president Donald Trump, the US policy is likely to be stable in near future
however gradual effect could be seen in coming years.

http://epaper.brecorder.com/2017/02/15/9-page/849809-news.html

WILL WE BE THE 16TH LARGEST ECONOMY IN 2050?
Dawn, February 16th, 2017

Khurram Husain

A report by PwC has everyone talking due to a claim reportedly made in it that Pakistan will be the
world’s 16th largest economy by the year 2050. The finance minister has gone the extra mile by
publicly congratulating the country on the “economic turnaround” effected by his government, citing
the PwC report and an opinion piece in Bloomberg by George Mason University’s Professor Tyler
Cowen, in which he says that “most of Pakistan’s developments are fairly positive”.

Unfortunately, the finance minister, in his enthusiasm, claimed that Bloomberg has also declared
Pakistan as the most underrated economy in the world in its recent report titled Pakistan’s Economy Is
a Pleasant Surprise. In fact, the piece in question is not a ‘report” but an opinion column, and below it
the following disclaimer is clearly featured: “This column does not necessarily reflect the opinion of
the editorial board or Bloomberg LP and its owners.”

In any case, let’s take the example of the PwC report, since it is weightier and the claim being made
sounds far more spectacular. The first thing to note is this: the PwC report does not say anywhere that
Pakistan is going to be the 16th largest economy in the world by 2050. What it says is that Pakistan
has the potential to be the 16th largest economy in the world by 2050. There is an important
difference between both claims, and it should be borne in mind before popping any corks.

So the first obvious question to ask is this: what needs to be done in order to unlock this potential?
The PwC report does not dwell on Pakistan in any detail. It features extended analyses on Poland,
India, China and Brazil, as well as boxed analyses on Turkey, Nigeria and Columbia. It pinpoints
Vietnam, India and Bangladesh “to be three of the world’s fastest-growing economies” till 2050, and
says “Mexico could be larger than the UK and Germany by 2050, Pakistan only features on a couple
of lists presented in the report, showing it as having the potential to become a large economy by 2050
in purchasing power parity terms.

“To realise this growth potential,” the report says at the outset, “emerging market governments need
to implement structural reforms to improve macroeconomic stability, diversify their economies away
from undue reliance on natural resources (where this is currently the case), and develop effective
political and legal institutions”.
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Next question to ask is: how do they make their projections? What methodology do they use?

The report projects future GDP growth rates based on four variables — demographics, or the growth
of a working age population; growth in quality of the workforce, measured through average education
levels in the workforce; growth in physical capital stock, measured as new investment minus
depreciation of existing stock; and technological progress.

As any of these indicators improve, the projection for that country’s future GDP growth rate goes up.
On top of that, they make an assumption about real market exchange rates relative to purchasing
power parity rates. So if a country is a food importer, and its exchange rate depreciates significantly
over time, that would makes its food more expensive, thereby lowering its GDP in purchasing power
parity terms.

A significant share of the boost that Pakistan gets in this projection comes from the large growth of its
working age population till 2050, compared to the ageing populations of the advanced industrial West
or the advanced countries of the Far East (Japan and Korea for example, and China’s workforce will
be weighed down in the decades to come due to its one-child policy).

Second, Pakistan is food self-sufficient, which means food prices are relatively immune from
international shocks, and below what they are in many other countries at the same level of
development. This gives a boost to our GDP in purchasing power parity terms.

And that’s pretty much all folks. This methodology says we should grow rather spectacularly in the
decades to come because the sheer number of able-bodied people available to work will increase and
we can grow enough food to feed them all while keeping food prices under check. In fact, as per the
data in the report, Pakistan has the second largest growth in the number of average working age
population till 2050, after Egypt.

The long story here is that the projections made in the report come with a heavy caveat. In order to
unlock this potential, we will need further reforms in our political and institutional systems of rule, as
well as diversification of our manufacturing base, increase in productivity, and fixing our balance of
payments to underpin macroeconomic stability.

The short story is that, in our case, the methodology used to make the projections has given us a boost
largely on the basis of a growing population. If we can continue investing in our capital stock at
present levels, and educate and feed each of these working-age members of the population at cheap
rates, then our economy will have this potential.

The report is not meant to spark national celebrations. It is not even meant as a guide for
policymakers. It is mainly aimed at large corporations and is trying to tell their leadership that, over
the long run, the trade winds are blowing eastward.

Therefore, in order to position their enterprises to capture the dividends that this large, irreversible
shift of economic dynamism towards the east is going to bring, they need to start entering markets like
China and India now, and solidify their presence in these economies. And in doing so, it uses a very
broad brushstroke methodology to highlight the underlying sources of strength in the new centres of
dynamism.
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Pakistan found itself on the list largely by accident, by virtue of its young population and food self-
sufficiency. Perhaps we’ll tap this potential, but let’s not pop any corks just yet.

https://www.dawn.com/news/1315016/will-we-be-the-16th-largest-economy-in-2050

GROWTH VS DEVELOPMENT
Dawn, February 17th, 2017

Sakib Sherani

IS there a difference between economic growth and development? Can the size of an economy grow
manifold, without a corresponding improvement in its development indicators or in the socio-
economic outcomes for the citizens? This question has assumed relevance once again for Pakistan as
it receives strong endorsements and accolades from a wide variety of international sources for its
recent economic performance and its medium-term prospects.

The Wall Street Journal, in a recent piece, finds that Pakistan’s middle class has “soared” as stability
returns. “Pakistan’s economy is a pleasant surprise” writes Tyler Cowen for Bloomberg. Barron’s, an
eminent US financial magazine, tells investors to “Forget India, Its Neighbours Are the Next Big
Thing”.

Global professional services firm PricewaterhouseCoopers lists Pakistan as the 16th largest economy
in the world by size in 2050, from 24th currently. Several years ago, then Goldman Sachs chief
economist Jim O’Neill (the originator of the term BRICs) had included Pakistan in the list of the
‘Next-11" emerging markets to look out for.

The foregoing is a sampling of some of the recent articles on Pakistan. While many have a narrow
perspective of looking at Pakistan through the prism of potential above-average returns in the
country’s stock market, others are taking a long view with regard to the potential expansion in the size
of its GDP. In this context, it will be instructive to look at Pakistan’s long-term growth performance,
and see what lessons can be drawn.

Despite many interruptions, and barring the sharp slowdown since 2008, Pakistan’s economy has
delivered fairly strong growth in the long run. True, progressively from the 1990s onwards, the
growth rate has been significantly lower, less stable, more volatile and far less sustained than the fast-
growing economies on the block: first China, then India and Vietnam, and now, potentially
Bangladesh. Nonetheless, Pakistan’s GDP as measured in current US dollars (used purely for the sake
of convenience and ease of comparison) has more than doubled since 2006, and expanded over seven
times since 1990.

On the positive side, this expansion in the size of the economy has lifted millions out of poverty and
created a large middle class. But have Pakistan’s overall development indicators improved
correspondingly? In terms of size of economy, the country’s global rank improved from 47th in 1990
to 39th over this period (Pakistan is the 24th largest economy in the world on a purchasing power
parity basis).
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However, its global ranking based on the UN Human Development Index has slipped from 119th to
147th. There are an estimated 83 million people facing multi-dimensional poverty, over 70m facing
food insecurity, and an estimated 6m children out of school. The country’s spending on education is
the 172nd highest in the world, while public expenditure on health ranks it one above the bottom (at
187th). Not surprisingly, there are 116,000 Pakistanis for every hospital bed in the country, according
to UN statistics. There have been improvements in some aspects, such as the adult literacy rate and
infant mortality, but these have been modest and generally lag far behind most fast-growing
developing countries.

In short, there is a stark and deep disconnect between Pakistan’s growth performance since 1990 and
its progress in terms of socio-economic development. In fact, this disconnect has persisted since much
earlier, as noted by William Easterly’s seminal 2001 paper on the political economy of “growth
without development” in Pakistan. It is a result of an inferior “quality of growth” whereby economic
growth does not emanate from processes that make it more sustainable or durable, or make it as
inclusive.

More fundamentally, this disconnect arises from a lack of a national development paradigm, which
has resulted in an over-reliance by the country’s policymakers on GDP growth alone to take care of
most development challenges.

An interesting contrast is offered by Iran. Since the Islamic Revolution in 1979, Iran’s rank in the
Human Development Index has risen from 142nd to 69th, with the adult literacy rate increasing from
36 per cent to over 84pc. Similarly, infant mortality has been brought down from over 44 per 1,000
live births in 1990, to 14.4 as of 2013.

These improvements have occurred despite a crushing eight-year war imposed by the US and its
allies, followed by years of sanctions during which Iran’s economy suffered badly. Nonetheless,
despite a lower rate of GDP growth than Pakistan’s, Iran’s development outcomes are far superior.

Whatever the drawbacks of theocratic rule in terms of restriction of personal freedoms, purely in
terms of a development focus, the Iranian regime has done a far better job than Pakistan’s rapacious,
westernised elite in delivering for its people.

Even in terms of their almost exclusive focus on GDP growth, Pakistan’s policymakers have done
little over the past 30 years to build a more solid framework for durable, sustainable, inclusive
economic growth.

The country’s domestic savings and investment rates are a fraction of what is required to foster
sustained growth. Pakistan’s small export sector, relative both to the size of the overall economy as
well as relative to its peers, has shrunk even further. Not a single dynamic developing economy in the
past 40 years has lifted itself to a higher development level based on any other strategy than an
export-led one.

Instead of building a solid foundation for long-term growth, based on improving outcomes in
education and health among other priority areas, and one that translates into economic development
for all regions and all Pakistanis, the current crop of policymakers appear to have outsourced the
country’s long run development strategy exclusively to the China-Pakistan Economic Corridor.
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While CPEC is likely to deliver a growth impulse, if done right, without focus and effort on
improving Pakistan’s development outcomes, the country is likely to repeat history by recording
higher rates of economic growth (for short periods) simultaneous to a broken public education and
health system. Without fixing the pre-requisites of economic development, higher, sustained and
inclusive growth is also likely to remain elusive.

https://www.dawn.com/news/1315226

GOVT FIRMS UP: $600M LOAN FROM CHINESE BANKS
Business Recorder, 18 February 2017

Mushtag Ghumman

ISLAMABAD: Ministry of Finance (MoF) has reportedly finalised arrangements for $ 600 million
commercial loan from two Chinese banks to be utilised for balance of payments and budgetary
support, well-informed sources told Business Recorder.

Under the Rules of Business, 1973, Finance Division is responsible for arranging finances to meet
current and development expenditure needs of the country. One of the ways to meet the resource gap
is by raising finances on commercial terms from international financial markets.

The sources said recently the terms and conditions of the two financing facilities of $ 300 million each
(total $ 600 million) to be provided by Industrial Commercial Bank of China (ICBC) and Bank of
China have been negotiated. The proceeds of the financing will be utilised for balance of payments
and budgetary support.

The two loan agreements have been cleared by the Ministry of Law and Justice from legal point of
view, the sources added.

Federal Board of Revenue (FBR) has granted necessary tax exemptions under the avoidance of double
taxation agreement between Pakistan and China.

According to FBR, interest will accrue to Bank of China in Pakistan under the Second Protocol to
Avoidance of Double Taxation Agreement (ADTA) between Pakistan and China.

The sources said similar treatment is being accorded to the Industrial and Commercial Bank of China
(ICBC) under the Third Protocol under avoidance of double taxation agreement between Pakistan and
China. However, the Third Protocol has not been enforced as yet and likely to be enforced shortly
after its vetting from the Law Division. The Third Protocol will enter into force on the date of the
receipt of the latter notification by the two countries.

FBR maintains that the matter concerning tax exemption of interest income arising in Pakistan for the
ICBC and Bank of China has already been catered for in the protocols to the avoidance of double

taxation agreement between the two countries.

http://epaper.brecorder.com/2017/02/18/1-page/850949-news.html

NEWS COVERAGE PERIOD FROM FEBRUARY 6TH TO FEBRUARY 12TH 2017
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GOVERNOR STRESSES NEED TO BOOST ECONOMIC ACTIVITIES IN KARACHI
Dawn, February 8th, 2017

KARACHI: Sindh Governor Mohammed Zubair has stressed the need for increasing economic
activities in Karachi to restore its identity as the jugular vein of the country’s economy.

Highlighting the need for solving problems confronted by the people on priority basis, the governor
said people could be provided relief by early completion of the ongoing development projects.

He reiterated the determination of the government to continue the operation against criminals until its
‘logical objectives’ were achieved.

These views of the governor emerged during four separate meetings he held with Sindh Chief
Minister Syed Murad Ali Shah, Karachi Corps Commander Lt-Gen Shahid Baig Mirza, Chief
Secretary Rizwan Memon and IG of Sindh Police A.D. Khowaja in Governor House on Tuesday.

They expressed determination to continue to take necessary measures to make law and order durable
in Sindh. During their meetings the governor and the chief minister exchanged views on the ongoing

operation, law and order situation, development projects, water schemes and mass transit projects.

They both pledged to work jointly for the development of the province and complete all ongoing
projects.

The governor said he had not come here to compete with anyone but to cooperate in getting the
problems resolved.

Appreciating the spirit, Chief Minister Shah assured him of his full support.

Corps Commander Lt-Gen Shahid Baig Mirza called on the governor at Governor House and
discussed with him the ongoing operation, law and order and other issues related to the city.

At the meeting, they resolved to continue the ongoing operation in Karachi till its logical end and said
that the sacrifices rendered by the Rangers, police and law-enforcement agencies for the restoration of

law and order to the city would not be allowed to go in vain.

During the meeting with Chief Secretary Rizwan Memon, the governor said that providing relief to
people was the top priority of the provincial government.

The chief secretary briefed the governor about the progress of development projects under way.
IG Sindh Police A.D. Khowaja briefed the governor about the ongoing operation, measures taken by
the government to improve the performance of the police and the proposed measures to cleanse the

city of all sorts of crimes.

The governor assured the police chief of full cooperation and asked him to take all necessary
measures without any discrimination to maintain law and order.

http://www.dawn.com/news/1313337
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PAKISTAN COULD BECOME 16TH LARGEST ECONOMY BY 2050: PWC
Dawn February 9th, 2017

Dilawar Hussain

KARACHTI: Pakistan’s economy could become the 16th largest by 2050 based on its gross domestic
product (GDP) at purchasing power parity (PPP), said a report prepared by PricewaterhouseCoopers
(PwC), a multinational professional services network headquartered in London and considered among
the ‘Big Four’ auditors.

This means the country would overtake Italy and Canada, which currently rank at 12th and 17th
places, respectively.

The report, titled “The Long View — How Will the Global Economic Order Change by 2050° and
released earlier this month, projected a number of new emerging markets taking the centre stage.
Emerging economies such as Indonesia, Brazil and Mexico are likely to be larger than the UK and
France, it said.

A table appended to the report indicated that on the basis of PPP, Pakistan would climb from its
current 24th place (with GDP at PPP amounting to $988bn) to 20th place ($1.87tr) by 2030 and to
16th place ($4.2tr) by 2050.

Projected GDP rankings (at PPPs) as published in the PwC report.

In terms of GDP at real market exchange rate (MER), Pakistan’s economy is projected to rise from
28th place ($284bn) at present to 27th by 2030 ($776bn) and to 19th ($2.8tr) by 2050.

GDP at PPP adjusts for price level differences across countries and provides a better measure of the
volume of goods and services produced in an economy.

Projected average real GDP growth per annum 2016-2050.

In contrast, GDP at MER provides a better measure of the value of goods and services produced in an
economy and converts a country’s GDP in national currencies to the US dollar based on current
market exchange rates, it said.

China has already overtaken the United States to become the world’s largest economy in PPP terms,
said the report. India currently stands in third place and is projected to overtake the US by 2050.

France will no longer be among the world’s 10 largest economies on this basis, with the UK falling to
10th place, while Indonesia could rise to 4th place. “By 2050, six of the seven largest economies in
the world could be today’s emerging economies in PPP terms according to our projections,” the report
said.

Key findings of the report projected that the world economy could more than double in size by 2050.
Assuming broadly growth-friendly policies, emerging markets would continue to be the growth
engine of the global economy.
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PAKISTAN TO JOIN TOP 25 ECONOMIES BY 2025, SAYS NAWAZ
The Express Tribune, February 10th, 2017.

ISLAMABAD: Prime Minister Nawaz Sharif claimed that Pakistan would be among the top 25
leading economies of the world in the next eight years.

“Our vision 2025 maps Pakistan to join the top 25 economies of the world leading to the Upper
Middle Income country status by 2025,” he said while speaking to business leaders from around 38
companies from across the world.

The economy is targeted to grow over 8% between 2018 and 2025 while maintaining single digit
inflation, he said. Business consultancy firm Price Waterhouse Coopers has put Pakistan at 20th place
on its projected list of 32 most powerful economies of the world in 2030, he added.

According to him, as a result of sustained commitment to reform, key economic indicators have
improved since the PML-N came to power in 2013.

“Over the past three years, we managed to bring down the fiscal deficit from 8.6% to 4.6%, increased
tax-to-GDP ratio from 9.8% to 12.4% and investment-to-GDP ratio from 14.9% to 15.2%. We have
contained inflation which touched 1.6% in October 2015 and has remained well under 3% since then,’
he claimed.

B

Prudent financial and fiscal management enabled the central bank to bring the policy rate to a multi-
decade low. The industrial sector showed remarkable performance and registered a growth of 6.8%
during 2015-16, he said. It is poised to do even better this year and onwards.

The consumer market is growing at a very fast pace. The consumer demand of automobiles, housing
and electronics is thriving and providing considerable returns to the corporate sector. The services
industry, particularly telecommunication, hospitality and online-retails, are fast growing into attractive
areas for investment. Pakistan is emerging as an expanding market for US and European products.

With a fast growing middle class, increasing urbanisation, growing popularity of international food
products, and a rising number of international food chains, Pakistan is poised to become a major
destination for international businesses.

Premier Sharif said his administration has devised a comprehensive plan to create an investment-
friendly environment. We have liberalised investment policies to welcome foreign investments.

Pakistan now offers incentives to attract new capital inflows, including tax exemptions, tariff
reductions, infrastructure, and investor facilitation services. “Our Investment Policy (2013) focuses at
reducing the cost of doing business in Pakistan, improve ease of doing business with creation of
industrial clusters and special economic zones to attract foreign direct investment. All this is protected
by legislation.”
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International economic agencies are upgrading ratings for the financial and economic stability of
Pakistan.

The Standard & Poor (S&P) has upgraded its forecast of average annual GDP growth from 4.7% to
5%. The World Bank forecasts a GDP growth of 5.2 % for 2016-17. S& P also expects Pakistan’s
debt to fall below 60% of GDP by 2018. It has upgraded Pakistan’s long-term credit rating to B with a
stable outlook.

https://tribune.com.pk/story/1322226/ambitious-target-pakistan-join-top-25-economies-2025-says-
nawaz/

BUDGET LIKELY BY END OF MAY
Business Recorder, 12 February 2017

Zaheer Abbasi

ISLAMABAD: Finance Minister Ishaq Dar has reportedly asked the Finance Division and the Federal
Board of Revenue (FBR) to make preparations for presenting federal budget for fiscal year 2017-18
by the end of May 2017.

However, an official said that a final date to present the budget is still to be finalised but the minister
wants the presentation of the budget before the commencement of Ramazan.

On Saturday, the finance minister chaired a meeting to review the proposed calendar of events and
other matters related to federal budget. The meeting was attended by Finance Secretary Tariq Bajwa,
who also holds additional charge of Secretary Revenue Division, and other officials of the Finance
Division.

The minister expressed satisfaction over the progress of various activities and emphasised the
importance of completing all the scheduled activities in a timely manner. He directed the officials
concerned to ensure that budget preparations are undertaken as per timelines with due consideration to
the timing of Ramazan this year.

The minister also directed for close coordination between the Ministry of Finance and other
ministries/departments so as to carry out the budget exercise in an efficient and cohesive manner.

The minister said that keeping in line with the past four years’ tradition of the incumbent PML-N
government, all opinions, proposals and constructive suggestions from stakeholders and experts will
be taken into account while preparing the budget. He said that as always, ensuring the well-being of
the general public will be accorded the utmost priority.

http://epaper.brecorder.com/2017/02/12/1-page/848829-news.html

NEWS COVERAGE PERIOD FROM JANUARY 30TH TO FEBRUARY 5TH 2017
SBP SIGNS ACCORD WITH WB TO ACHIEVE STRATEGIC GOALS
Shahid Igbal

Dawn, January 30th, 2017
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KARACHI: The State Bank has signed an agreement with the World Bank to achieve its six strategic
goals set for the year 2020.

The technical cooperation agreement was signed on Saturday. This is the first such agreement signed
by the World Bank on Reimbursable Advisory Services (RAS) with any country in the South Asian
region.

The signing ceremony was held after a meeting between SBP Governor Ashraf Mahmood Wathra and
World Bank CEO Mristalina Georgieva at a hotel in Karachi.

The SBP strategic plan 2016-20 has been framed and built around to focus on resolution of
strategically important issues facing Pakistan’s economy and the financial sector.

While Pakistan has made significant improvement in its economic fundamentals in recent years, the
SBP strategic plan has been developed against the backdrop of continuing challenges and a need to
foster a greater intermediation role for the financial sector.

“The six strategic goals of SBP aim to enhance monetary policy, strengthen the financial system
stability regime, improve the efficiency, effectiveness and fairness of the banking system, increase
financial inclusion, develop a robust payment system and strengthen SBPs organisational efficiency
and effectiveness,” said a statement issued by the SBP on Sunday.

The World Bank’s engagement in the financial sector is a combination of financial advisory,
knowledge and convening services, and is complemented by investments and private sector
engagement by International Finance Corporation, it said.

Under the agreement, the SBP and the World Bank have agreed on a well-defined work programme,
including specific outputs.

The technical cooperation programme is anticipated to have several components, such as development
and implementation of a risk-based supervision framework; implementation of an rnterprise risk

management framework and strengthening of cyber security.

http://www.dawn.com/news/1311618

PAKISTAN’S EXTERNAL DEBT RISES FASTER THAN FOREIGN CURRENCY EARNINGS
The Express Tribune, January 31st, 2017.

Shahbaz Rana

Pakistan’s external debt-bearing capacity slightly weakened last year as the country’s stock of
external debt increased rapidly than its foreign exchange earnings, reveals the Debt Policy Statement.

The government presented the Debt Policy Statement 2016-17 on Monday in the National Assembly,
which was the first statement after the introduction of sweeping changes in the Fiscal Responsibility
and Debt Limitation (FRDL) Act of 2005 in June last year.
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Economists had criticised these amendments, arguing that they were aimed at deflecting attention
from the growing public debt.

Despite changing goalposts by amending the law, there were certain areas where the government
could not show improvement. However, it was able to claim progress in certain other areas.

Headed by its Director General Ehtesham Rashid, the Debt Policy Coordination Office prepared the
statement in the light of the FRDL Act aimed at reviewing the government’s management of public
debt and liabilities.

The external debt-to-foreign exchange earnings ratio increased to 1.1 times, showing that Pakistan’s
debt-bearing capacity weakened by the end of last fiscal year.

It is for the first time since 2012 that the ratio has weakened. In the past three years, it had remained
stable, although the government excluded liabilities from the comparison last year.

Similarly, the external debt-to-gross domestic product ratio weakened from 18.8% to 20.4%.

“Apart from external inflows, the translational losses on account of depreciation of the US dollar
against other foreign currencies contributed to the increase in this ratio,” noted the debt office.

The public debt-to-government revenue ratio stood at 442.5% against the generally acceptable
threshold of 350%. This means less resources are available for spending on human resources and
development.

Total external debt and liabilities rose 14.6% to $74.6 billion by September last year, according to the
statement. The external debt and liabilities were at $61.4 billion in June 2015. In the external debt, the
public debt rose to $58.7 billion.

There were certain areas where the government showed improvement. The external debt-to-foreign
exchange reserves ratio slightly declined to 2.5 times, reflecting the positive impact of increase in the
foreign currency reserves.

However, these reserves were not increased through non-debt creating instruments like foreign direct
investment and exports. Instead, the government borrowed to push up the reserves.

There was also slight improvement in the external debt servicing-to-foreign exchange earnings ratio
due to a decline in foreign debt repayments, largely because of repayment of the previous IMF loan.
Going forward, the debt office has predicted that there will be limited pressure from external debt
repayments in the medium term. It has projected limited pressure till fiscal year 2020-21.

Before the amendments in the FRDL law, the government was bound to keep the public debt below
60% of the total size of national economy and its revenues should be sufficient to finance at least
current expenditures.

However, despite the gross public debt-to-GDP ratio at 66.5% in the last fiscal year, the government
was not in violation of the law, thanks to the amendments.
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For a developing country like Pakistan, a debt-to-GDP ratio below 50% is considered sustainable.
Anything above this threshold is counted as dangerous in the long term, according to economists.

The PML-N government has been heavily borrowing to finance its expenditures as it remains unable
to mobilise domestic resources. The 66.5% ratio was 3.3% higher than the previous year. The public
debt-to-government revenue ratio stood at 442.5% against the generally acceptable threshold of
350%.

The government also could not increase revenues and its receipts were not sufficient to finance the
current expenditures. The revenue deficit — total revenues minus current expenses — was recorded at

0.7% of GDP in 2015-16. However, this was better than the previous year and the trend was positive.

Total public debt stood at Rs20.6 trillion at the end of September 2016, an increase of Rs3.15 trillion
since June 2015.

https://tribune.com.pk/story/1311803/pakistans-external-debt-rises-faster-foreign-currency-earnings/

SPEAKERS STRESS NEED TO BUILD ECONOMY FOR BENEFIT OF COMMONERS
Business Recorder, 31 January 2017

LAHORE: Speakers at a seminar on equality and human economy have stressed the need to build
human economy for benefit of a common man.

The seminar was jointly organised by Indus Consortium and Rise for Equality. Small/women farmers
from rural areas of Leyyah, Rajanpur, Muzaffargarh and Multan were also present there to share real
life experiences of bearing the brunt of taxation on household items, agriculture inputs and other
essentials of daily life use.

Fiza Qureshi, Manager Programme Implementation Indus Consortium, gave a presentation on human
economy while Jamshid Fareed, Executive Director HELP Foundation, highlighted the efforts to end
inequalities. Prominent singer Jawad Ahmed discussed poverty situation in Pakistan.

Fiza Qureshi said that the world’s biggest issue is economic inequality. Quoting reports of Oxfam and
giving references of the World Bank and World Economic Forum, she said: “One out of 10 persons in
the world still has to sleep hungry.”

She said eight billionaires own the same wealth as the 3.6 billion poorest people have. She said the
economic managers of various governments need to work for the poor, ignored and marginalized
segments of the society. The governments need to cooperate for economic growth. She suggested that
technology should be used to increase employment opportunities but not for curtailing jobs.

“By all measures we are living in the age of superrich, a second gilded age in which a glittering
surface masks social problems and corruption. Oxfam’s analysis of the superrich includes all those
individuals with a net worth of at least one billion dollar.

Jamshid Fareed, Executive Director HELP Foundation, said that indirect taxes are unjust and unfair as
the poor who have no taxable income are taxed at the same rate as the rich.
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He said the prevailing regressive taxation needs transformation into progressive tax system. He said:
“Current economy of the 1% in the world is built on set of false assumptions which lie behind many
of the policies, investments and activities of the governments.” Jawad Ahmed stressed the need for
making well-planned efforts to remove the disparities causing inequality.

He urged the youth to focus on research work in various areas. He said the fabric of the society
contains more than 43 million living under poverty line and another 45 million living at threshold
level.

Poor social indicators: 25 million children out of school, 4 $ spending on health per person, more than

half of Pakistani population don’t have access to toilets, about 11% don’t have access to improved
drinking water sources.

http://epaper.brecorder.com/2017/01/31/13-page/845769-news.html

INFRASTRUCTURE FINANCE POLICY APPROVED
Dawn, February 1st, 2017

Khaleeq Kiani

ISLAMABAD: A meeting of the Economic Coordination Committee (ECC) of the Cabinet on
Tuesday approved a summary on Infrastructure Finance Policy 2017 with comprehensive vocabulary
having four broad parameters.

Finance Minister Ishaq Dar had called a single-point meeting of the ECC to ‘consider and approve the
Infrastructure Finance Policy Pakistan 2017,” said an official statement.

Under the said policy a sound and long-term infrastructure finance framework has been provided that
caters to both demand and supply side of finance and it is designed to attract Foreign Direct
Investment (FDI) and mobilise private financing for public infrastructure, the statement claimed.

Following is the full text of the summary on Infrastructure Finance Policy Pakistan 2017 approved by
the ECC that also explains the quality of official summaries to the forum.

“Pakistan’s economy is on the rise in the wake of sustained economic reforms agenda implemented
since 2013. After having achieved macroeconomic stability in the first three years, the government is
now focused on attaining higher sustainable and inclusive growth”.

The GDP growth last year was 4.7 per cent which was the highest in the last eight years, the summary
noted.

To carry the growth momentum further and to meet country’s infrastructure needs, the government
supports the expansion of infrastructure both directly through public sector investment and indirectly
by facilitating private sector investment and finance.

It said the available public finances are not sufficient for funding such infrastructure projects which
need to be augmented by mobilising finances and attracting investment from the private sector.
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In this regard, development of a sound, long-term infrastructure finance policy that caters to both the
demand and supply sides, and that is designed to attract FDI and mobilise private financing for public
infrastructure, is a critical piece of the overall strategy and will be crucial to sustain the current
investment level, the summary explained to the ECC.

“Accordingly, a policy framework for financing of infrastructure projects had been developed in
consultation with the key stakeholders. The policy seeks diversification of financing sources and
strengthening of key institutions for mobilising of private investment in infrastructure sector,” the
summary claimed without any elaboration.

It said the policy proposed an action plan that was not part of the summary but aims to address the
country’s long-term infrastructure financing requirements through the following four measures.

These include “efficient policy framework for infrastructure finance, good practices framework for
infrastructure projects, enhance financial intermediation to support infrastructure investment and
strengthening the development finance framework”, the summary concluded, adding the input/views
also came from ministries of Planning, Petroleum, Communication, Water and Power, Railways,
Aviation, the State Bank and the Securities and Exchange Commission of Pakistan.

The official statement issued after the policy envisaged phase-wise intervention in these areas to
increase the quantum of infrastructure financing flows. It claimed the policy was intended to have
particular focus on infrastructure sub-sectors more suited to private sector investment and finance
namely transportation facilities (like ports, terminals, airports, railways, water-ways and toll roads),
energy (oil and gas, thermal, hydro and other renewable power infrastructure) and
telecommunications (eg fibre optics).

“The finance minister hoped that the approval of the policy would help the government to increase
infrastructure investments. It would facilitate and increase the role of the private sector in the

infrastructure development structure,” the statement concluded.

http://www.dawn.com/news/1311925

PAKISTAN’S DEBT: PUTTING THE RECORD STRAIGHT
The Express Tribune, February 1st, 2017.

Mohammad Ishag Dar

Economic indicators are always open to interpretation and debate. Some analyse these numbers
objectively whereas others fall prey to their biases. In the latter case, analysts gather and present only
selective information and analyse it on the basis of their preconceived notions. Unfortunately, few
analysts in Pakistan are also not immune from such biases. What they do not realise is that by
misinterpreting the facts and figures of extremely important indicators, they are doing a disservice to
the country.

They fail to realise that their analysis based on selective data may dampen confidence of both the
domestic investors as well as external partners. Fortunately, international organisations including the
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World Bank, the IMF and the Asian Development Bank (ADB) as well as credit rating agencies, have
proved to be objective in their analyses and assessments.

The case in point is the public debt management. Some inherently skeptical analysts have gone
overboard with predictions of doomsday scenario for Pakistan’s debt and liabilities. Not surprisingly,
their analyses are largely built on misinterpretations rather than facts. It must be understood that the
contours of public debt management are complex.

This process involves dealing not only with budgetary requirements of the country but also
maintaining a fine balance between cost and risk, developing an efficient and deep secondary debt
market, and maintaining the public debt at a fundamentally sustainable level.

Debt management has taken special emphasis in our public financial management. This is so because
persistently large fiscal deficits of previous successive governments have caused a significant growth
in the volume of public debt over the past few years. The vision of our government is not just to bring
the debt-to-GDP ratio in line with existing statutory limit of 60 per cent, but also to scale down this
limit to 50 per cent in 15 years, starting from FY 2018-19.

Side by side, we have also put statutory upper limit of 4 per cent on federal fiscal deficit. Necessary
amendments to the Fiscal Responsibility and Debt Limitation Act (FRDLA) in this regard have been
passed in June 2016 by Parliament. Such far-reaching measures are going to bring further structured
discipline in our debt management. As for now, let me present below a few points to address common
misperceptions.

At the outset, there is a need to have a clear distinction between domestic and external components of
public debt, since each category carries a different risk profile. As at end June 2016, the country’s
gross public debt was Rs19.68 trillion and net public debt stock was Rs17.83 trillion, of which the net
domestic component was Rs11.78 trillion and the external component was Rs6.05 trillion. Thus, net
domestic debt constituted around 66% of net public debt, while the remaining 34% was external debt.

The government is adhering to the Medium Term Debt Management Strategy (MTDS) for the period
2015/16 — 2018/19 to make public debt portfolio more sustainable. As per MTDS, the government is
focusing on extending the average time to maturity of domestic debt through mobilisation mainly in
the form of medium to longer tenor instruments like Pakistan Investment Bonds (PIBs). Medium to
long-term debt, which consists of permanent and unfunded debt, amounted to Rs8.6 trillion as at end
June 2016, witnessing growth of 13.7% year-on-year. In contrast, the short-term debt, which
composed of primarily treasury bills, increased by only 8.4% year-on-year.

Refinancing risk was one of the most significant issues in Pakistan’s public debt portfolio, driven
primarily by the concentration of domestic debt in short maturities at the end of June 2013. An
important aspect of having more domestic debt is that it inherently has a low intensity of roll-over risk
compared to the external debt. Specifically, the debt denominated in local currency can be readily
refinanced with an appropriate mix of treasury bills and investment bonds. The fortnightly auction of
T-bills and monthly auction of PIBs of various maturities provides a well-functioning and systematic
avenue to facilitate refinancing.

Here, it is also important to highlight that the entire amount of debt does not mature on the same day.
Rather, it becomes due over a period of time which enables the government to plan its schedule of
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repaying or rolling over existing debt and go for a new period which is decided taking into account
the prevailing cost of borrowing, prospects of rate for coming periods and matching it with tax
collection pattern.

Some analysts are often misquoting the level of public external debt in the media as US$ 73 billion.
They lump together public debt with private debt, which includes foreign exchange borrowings of
banks as well as the non-financial private sector. This represents a cumulative annual growth rate of
only 6.3 per cent per annum. Certainly, this cannot be termed an exponential growth, as claimed by a
few. It may also be noted that a part of this increase has come from the IMF debt, which has been
taken only for balance-of-payment support, repayment of pending installments due to IMF of loan
taken by the previous government in July 2011 and not for budgetary financing.

Furthermore, the present government has repaid around US$ 12 billion of external debt till end June
2016, which was mainly related to the borrowings of the previous governments. Despite these heavy
repayments, the forex reserves of the country have risen to more than US$ 23 billion, of which SBP
reserves were US$ 18.1 billion at end June 2016, which is equal to over five months of import cover
as compared to around one month of import cover in June 2013 when the SBP reserves (net of
temporary swap of US$ 2 billion) stood at US$ 4 billion. At the time, some analysts were predicting
that Pakistan would not have sufficient external resources to fulfil its external debt obligations and
would head towards default by June 2014.

https://tribune.com.pk/story/1312831/pakistans-debt-putting-record-straight/

‘GOVT RELUCTANT TO FUND RESEARCH IN THE COUNTRY’
Dawn, February 2nd, 2017

Jamal Shahid

ISLAMABAD: A Senate committee on Wednesday discussed the lack of funds for scientific research
and said that this year’s budget for research was less than what a kilometre of the metro bust track
cost.

The committee was responding to remarks from the Federal Minister for Science and Technology,
Rana Tanveer Hussein, who said that scientific research and development was not a priority for the
incumbent government.

“The government is reluctant to fund research in the country,” Mr Tanveer said.

The Senate Standing Committee on Science and Technology met to discuss the functions and
contributions of some of the departments under the ministry.

“We asked for ten times more money for breathing life into and promoting the culture of science and
technology. However, the government believed that the science and technology ministry cannot
deliver and was reluctant to increase funds for research and development,” the minister said.

Rana Tanveer Hussein told the committee that his ministry’s annual budget for research and
development was a meagre 0.29pc of the GDP.


https://tribune.com.pk/story/1312831/pakistans-debt-putting-record-straight/

The Globalization Bulletin

Pakistan Economy

“Pakistan ranks at 87th in the world, one of the lowest, in terms of spending on research and
development,” he said.

The committee was told that the amount of funds released for this purpose had gone down after 2007-
08 and so did research and development activities.

Members were told that though scientists have worked hard, the results of planned projects were not
visible and that a lack of support from the government to the ministry led to most experts switching to
more rewarding jobs and better opportunities abroad.

According to an official from the ministry, development projects have suffered in all the 16
departments under the science and technology ministry including the Pakistan Council for Research in
Water Resources, Pakistan Council for Renewable Energy Technologies and the Pakistan Council for
Scientific and Industrial Research.

“Nonetheless, we have been able to increase the budget for some departments, such as the budget for
the Pakistan Science Foundation has increased from Rs37 million to Rs117 million. Please help the
science and technology ministry get more money,” the minister pleaded.

The chairman of the committee, PPP Senator Osman Saifullah Khan said that it was disappointing to
know that the budget of a kilometre of the metro bus track costs more than the entire budget of the
science and technology ministry and that other countries are making research based advancements to
help their economies grow.

The committee assured the minister that it will help his ministry overcome its financial challenges.

http://www.dawn.com/news/1312134

FINANCE SECRETARY’S HIRING DELAYED AS LOBBYING IN FULL SWING

The Express Tribune, February 2nd, 2017.

Shahbaz Rana

ISLAMABAD: A disagreement in the ruling Pakistan Muslim League-Nawaz (PML-N) has delayed
the appointment of a permanent federal finance secretary as a lobby in the party is against the hiring

of Tariq Bajwa despite his strong credentials, say sources in the Ministry of Finance.

Owing to the delay in arriving at a consensus on the new finance secretary, the government has also
withheld the notification for the appointment of new Federal Board of Revenue (FBR) chairman.

It is delaying the appointments at a time when it is preparing for negotiations with the International
Monetary Fund (IMF), which are going to take place later this month.

After the nomination of Mohammad Zubair as new Sindh governor, the post of Privatisation
Commission (PC) chairman has also fallen vacant, which the government may have to fill before the
IMF talks.
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The government was considering giving the slot of PC chairman to a diehard party loyalist or to a
technically sound person. In this regard, names of Dr Miftah Ismail, Chairman of the Board of
Investment, Daniyal Aziz, MNA and Ashfaq Tola, member of the PC board, were making rounds in
the capital.

Former finance secretary Dr Wagar Masood retired on January 20 after serving for almost four years
as head of the most important federal ministry. FBR Chairman Nisar Muhammad Khan retired on
January 18. There were expectations that Finance Minister Ishaq Dar would immediately announce
their successors as he had already completed his homework.

However, instead of appointing a permanent finance secretary, the government has given the “look-
after” charge to Dr Shujat Ali, who was serving as Special Finance Secretary, according to a
notification. It also gave the look-after charge of FBR chairman to Dr Mohammad Irshad, in addition
to his responsibilities of Member Inland Revenue Operations.

Irshad is a Grade-22 officer and is the strongest candidate for the post of FBR chairman.

Sources said Dar wanted to appoint Bajwa, who is currently serving as Economic Affairs Division
(EAD) Secretary, as the new finance secretary. In his place, the name of Shahid Mehmood, Executive
Director of the IMF, had been shortlisted for the post of EAD secretary, they said.

There was hope that Bajwa would take charge as finance secretary on January 23. However, a Lahore-
based lobby of the PML-N was resisting his appointment, the sources said.

Before taking over as EAD Secretary, Bajwa served as the FBR chairman. He is known as a
competent and hard taskmaster officer, belonging to the powerful Pakistan Administrative Services.
Bajwa has earned the reputation of a doer and enterprising person.

The response of the finance ministry over delay in appointments was awaited till the filing of the
story.

Dar on Thursday gave a lunch in honour of the recently retired finance secretary and FBR chairman.
On the occasion, he was said to have told participants that he had yet to discuss the names of new
secretary and FBR chairman with the prime minister.

Any further delay may dim Bajwa’s chances to be elevated to the prestigious position of finance
secretary as he is retiring in June this year. In that case, the chances of Mehmood becoming the
secretary would be bright, the sources said.

They said the government might confirm Irshad as the FBR chairman. However, names of two other
officers of the Inland Revenue Service of the FBR were also under consideration for the post.

There was also a delay in issuing notifications for the promotion of hundreds of Grade-19 and Grade-
20 officers to their next grades as the Prime Minister’s Office was sitting over their files for the past

many weeks.

This has created a vacuum in various ministries where they will be posted after their elevation.
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Owing to the delay, the premier has also not yet called a meeting of the High Powered Board that will
consider cases of promotion from Grade-21 to Grade-22 — the highest pay scale in civil bureaucracy.

https://tribune.com.pk/story/1314208/lack-consensus-finance-secretarys-hiring-delayed-lobbying-full-
swing/

TURKISH INVESTORS KEEN TO INVEST IN VARIOUS SECTORS
Business Recorder, 4 February 2017

LAHORE: A delegation of Turkish investors called on Punjab Chief Minister Shehbaz Sharif on
Friday and expressed keen interest for investment in different sectors of Punjab specifically water
sector, waste water treatment and housing sector.

They commended Shehbaz Sharif and said that Punjab has made unprecedented progress under his
leadership. They said Shehbaz has worked efficiently for the welfare of its people and as a result of it
Lahore today is a beautiful and prosperous city just like Istanbul.

While talking to the delegation, Shehbaz said that Pakistan-Turkish relations are bound in the
historical fraternal relations which are turning into sustained economic cooperation in Nawaz led
government. He praised that Turkey has made progress by leaps and bounds in the administration of
President Recep Tayyip Erdogan and Pakistan is enjoying deep rooted relations of brotherhood and
unconditional support in different sectors.

Shehbaz said that Punjab is providing appropriate environment for investment and many Turkish
companies are already investing in Pakistan specifically Punjab, which is a welcoming step. The
Punjab government is trying to improve organizational structure of WASA in big cities which is in
dire need of revamp. This will bring noteworthy enhancement in the working of WASA also there-
structure and capacity building of WASA will substantially improve its efficiency which will lead
public benefitting from the investment at its fullest.

He said that short, medium and long term planning is needed to move forward this project in operative
basis.

Syed Haroon Sultan Bukhari, senior leader PML (N) Khawaja Sharif Ahmed Hassan, Additional
Chief Secretary and other concerned officials were also present on the occasion.

http://epaper.brecorder.com/2017/02/04/9-page/846702-news.html

FINANCING FOR FIXED INVESTMENT SWELLS
Dawn February 5th, 2017

Shahid Igbal
KARACHI: Financing for fixed investment in almost all sectors of the economy is on the rise after a
decade of stagnation, according to the Statistical Bulletin for February issued by the State Bank of

Pakistan (SBP) on Saturday.

It showed that financing for fixed investment increased each month during the first half of 2016-17.
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Banks were reluctant to finance fixed investment for almost a decade because of higher risks
involved. Instead, debt instruments of the federal government remained the favourite investment
avenue for banks.

Banking analysts attribute the recent change to the low interest rate scenario, which is hurting banks’
income. Returns on government papers have been falling for more than a year while the government
keeps relying on the SBP to meet its borrowing needs.

According to the SBP report, fixed investment for the manufacturing sector amounted to Rs673.2
billion at the end of December 2016 after rising by Rs71.3bn since July.

Recently, SBP Governor Ashraf Mahmood Wathra expressed his satisfaction that financing for fixed
investment has been increasing and called it encouraging for economic growth. The energy sector
received the second highest amount of financing for fixed investment during the period under review.
Collective financing for fixed investment in electricity, gas and water supply rose to Rs217.5bn in
December 2016 after adding Rs15.2bn since July.

Another SBP report said that banks’ advances increased 144 per cent in 2016, which indicates higher
growth in the economy. Higher fixed investment is a sign of growing economic activities that also
create greater demand for liquidity.

The government is ensuring a higher flow of money into the economy by not using banking liquidity.
It has been borrowing money from the central bank instead.

Financing for fixed investment in transport, storage and communications was Rs140bn at the end of
December 2016 against Rs138bn at the end of July. Data shows the sector also received substantial
advances from banks throughout 2016.

The booming construction industry attracted significant advances from banks while fixed investment
in the sector also rose to Rs77bn by the end of December 2016 compared to Rs64bn in July.

The construction industry offers a huge investment potential. Growth in the construction industry
mobilises at least 42 allied industries, which results in overall economic growth. The country is short

of about 7m housing units, which means a massive invest