Pakistan: An IMF Directed Economy?

Executive Summary
Pakistan’s economy is facing the same set of problems it has to deal with, year in and year out. One added
issue this fiscal, however, is the ascension of an inexperienced team unfamiliar with fiscal management
to power, leading to unsure policy decision making. The new government has backtracked on various loud
claims while taking decisions that have already started yielding desired results. Although the Prime
Minister has claimed that the economy will start to recover from Jul’19, the various terms and clauses in
the upcoming IMF influenced FY20 federal budget are likely to further worsen economic conditions for
the people of Pakistan.
The current government has decided to abandon the practices adopted by previous governments and
bring PKR closer to market value leading to a depreciation of 25.03% in 10MFY19. This approach has also
been a condition of the IMF. The depreciating currency and controlled imports have improved the trade
and current account deficits yet exports have not budged upward. Due to the rising prices of various
commodity groups including petroleum products, inflation has doubled to 7% in 10MFY19. To curb
inflation, the SBP has followed a contractionary monetary policy approach, increasing the discount rate
till 12.25% in its latest monetary policy. The LSM sector has posted decline of 2.93% over 9MFY19.
Overseas workers’ remittance has proved to be a silver lining, posting a steady growth of 8.45% in
10MFY19. The amount largely poured in from Saudi Arabia, UAE, USA and UK. FDI has dropped by 52% to
$ 1.37Bn in 10MFY19 whereas the stock market has suffered hefty losses similarly. The SBP has projected
a GDP growth rate for FY19 between 3.5-4% with a target of 4% set for FY20. Among international
organizations, IMF is projecting the lowest economic forecast for Pakistan with a GDP growth of 2.9% in
FY19.
During 11MFY19, FBR provisionally collected PKR 3.31Tn against a target of PKR 3.75Tn, recording short
collection of PKR 440Bn. It is estimated that the total shortfall for FY19 will likely be around PKR 450Bn.
The FBR is aiming to introduce new taxes in the upcoming budget. The new FBR Chairman, Shabbar Zaidi,
has guaranteed that the burden will not fall upon existing taxpayers. He has also introduced restrictions
for tax authorities to help tax payers and avoid their harassment.
The impact on public external debt due to depreciation of PKR since 1st Jun’18 to Apr’19 has been around
PKR 1,657Bn. Pakistan’s budget deficit has hit 5% of GDP in 9MFY19 or PKR 1.92Tn. This position will most
likely worsen as the fiscal year comes to an end. CPEC, the much touted guardian of Pakistan’s future, too
is progressing on unsure footings as some projects are likely to be deferred for the time being owing to
paucity of development related funds.
Although the indicators present a grim picture, nothing beats the manner in which the govt. has
capitulated to the IMF, literally kneeling before it, despite claiming to be in a good negotiating position.
Heads have rolled in the finance hierarchy of the govt. while the upcoming budget is expected to be the
toughest one for the economy in recent history, as it aims to stifle growth and squeeze maximum taxation
out of the masses, all in the name of stabilization under the IMF program. On the contrary, what Pakistan
needs is a strategy of export expansion, import substitution, technological advancements and wholesale
structural changes in revenue and fiscal management to put its economy on a long term sustainable track.
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As another fiscal year comes to an end, Pakistan’s economy is up against similar
challenges, yet again. Being an election year, politics was at the center stage of the
economy and political stability has often remained at the forefront of major decisions.
The lack of experience of the incumbent govt. has been a major sticking point,
following decisions, U-turns and policy measures that have undermined the common
man’s purchasing power and shattered business confidence. With the FY20 budget
likely to put further constraints on Pakistan’s over 200Mn population, the Prime
Minister’s claim that the economy will start to grow again from Jul’19, seems to be a
tall one. Where the govt’s cry that the practices of the previous govts have ruined the
economy carries considerable weight, it itself seems to be running around in circles,
now kneeling to IMF’s every demand.

PKR depreciation and its impact on external trade
The depreciating
currency is the most
significant contributor
to Pakistan’s
worsening economy.

The rapid decline in the value of PKR against the USD is the most significant contributor
to the country’s worsening economic outlook. For over a decade, the PKR has been
maintained by the SBP at a value higher than its market equilibrium, through a
mechanism called ‘managed float’. This entails that the exchange rate will be allowed
to vary with the market forces, but would be constrained within a certain predetermined range, to be set by the central bank. This method, though not entirely bad
per se, has been a sticking point with the IMF since long, which has been coercing
Pakistan to follow a free floating market rate, to be determined purely by the market
forces.
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The recent decisions by the govt. to phase-wise abandon the managed float phasewise and bring the PKR closer to its real value, as derived by the market forces has led
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to a depreciation of 25.03% to PKR 151.92 against the USD cumulatively 10MFY19in
the interbank market.

The depreciation by
37.6% to PKR
151.92/USD since
Dec’17 has not
promoted exports
but has led to
controlled imports.

Although the depreciating PKR should have made Pakistan’s exports more attractive
to other countries, their uncompetitive nature has barely had an impact significant
enough to offset the outflows generated by imports. So far, growth in exports is
virtually stagnant as figures for 10MFY19 show that Pakistan has only managed to
export $ 19.17Bn as compared with $ 19.19Bn, a slight decline of 0.12%.
On the other hand, the depreciating value of the PKR has subsequently increased the
prices of imported goods and has stoked heavy imported inflation in the economy. This
also stems from the fact that Pakistan is heavily reliant on imported raw materials for
its manufacturing. Nonetheless, Pakistan’s imports declined to $ 45.47Bn in 10MFY19
from $ 49.36Bn in 10MFY18 resulting in the trade deficit to improve to $ -26.3Bn,
shrinking by around 12% or $ 3.8Bn from $ -30.17Bn in 10MFY18.

Pakistan's Trade Snapshot ($ Bn)
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The dynamics of inflation and the policy rate
Increasing imports &
prices of petroleum
products have
doubled inflation to
7%.

Rising prices of petroleum products, raw materials and products in general, followed
by rising import costs has resulted in a doubling of inflation from 3.77% in 10MFY18 to
7.0% in 10MFY19. Under the aegis of the IMF program, Ogra has recommended to the
govt. to increase energy rates for consumers by 235% whereas Nepra has demanded
an increase in energy prices by 47%, which will undoubtedly leash another round of
inflation.
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Average CPI Inflation (%)
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In an attempt to curb inflation, the State Bank of Pakistan (SBP) took to a
contractionary monetary policy in order to control the demand for goods and services
in the economy, increasing the discount rate by 625 basis points to 12.25% during
Dec’17 – May’19 period. This however has caused a familiar side-affect: higher interest
rates have slowed down business growth and development initiatives, reducing overall
business activity in the economy. Lamentably, after signing of the deal with the IMF,
the SBP is most likely going to keep on following a contractionary monetary policy in
the months to come, thereby stifling all forms of industrial expansion, working capital
and consumer financing, consequently pushing the national GDP growth further
below.

Pakistan's Policy Rate & CPI Inflation (%)
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The decline of Large Scale Manufacturing

Prevailing economic
conditions have led
the LSM sector to
contract over
10MFY19 by 1.72%.

The LSM sector posted a dismal picture in 8MFY19, contracting by 1.72% instead of
posting healthy growth so necessary for a developing economy. Even though some
sectors recorded decent growth (electronics sector: 34.63%), it was not enough to
offset the fall in sectors such as iron and steel products (-10.26%), pharmaceutical (8.67%) and automobiles (-6.11%). The decline in the iron and steel products sector is
likely due to a general reduction in spending in the economy adversely affecting the
construction sector while successive increase in prices of automobiles due to
depreciating PKR has reduced the demand for automobiles.
In FY19, the industrial sector has been estimated to grow by 7.6%. However, given the
fact that major stimulants for its growth are worsening, it is very unlikely that this
sector will be able to achieve this target. The industrial sector in general has been
marred by the same problems since many decades.
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Industries heavily rely on energy. In FY18, the gap between gas supply and demand
was 1.45Bn cubic feet per day (bcfd) which is estimated to more than double to 3.7
bcfd in FY20. Ogra is projecting a continuous increase in shortfall to 6.6 bcfd by FY28.
Further worsening the situation, even though a major chunk of the country’s industrial
sector is based in Karachi, the city is denied its share of residential and commercial gas.
Sindh produces between 2,700 and 3,000 mmcfd of gas and according to Article 158,
its cities should have first right of consumption over this volume. However, Sui
Southern Gas Company (SSGC) has been supplying less than 1,200 mmcfd to Karachi,
affecting its economy, industries and homes.
The case of electric supply is no different. Although the supply of K-Electric has
drastically improved over the years, it still poses a significant threat to the overall
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productivity of the nation. Over the last 5 years, $ 10Bn have been spent to add 10,000
MW power generation capacity to the national grid, yet, the country is still facing load
shedding with the shortage going as far as industries having to halt work for one shift
to ensure smooth supply during Ramadan. Industrial units have to skillfully navigate
around gas and electric load shedding and peak hour timings which is deeply harmful
for the LSM growth and the industrial sector in general. With no end in sight, LSM
growth rate will most likely further decline in the coming months and post a negative
growth rate by the end of FY19 as compared to FY18.

Foreign Remittance – The silver lining
Remittances have
been steadily
increasing but there is
a need to introduce
investment
opportunities for
expats, encouraging
them to invest in
Pakistan.

Overseas workers’ remittance, a critical source of foreign inflows, has posted steady
growth over time. However, a reasonable proportion of this growth could be
attributed to higher flows through legal documented channels, after new laws were
introduced at the beginning of FY19 (under aegis of FATF) warranting strict action
against those using illegal, undocumented means. Nevertheless, Pakistan has received
$ 17.86Bn in 10MFY19, an increase of 8.45% as compared to $ 16.48Bn in 10MFY18.
The amount has largely poured in from Saudi Arabia ($ 4.2Bn), UAE ($ 3.8Bn), USA
($2.79Bn) and UK ($ 2.76Bn). In order to increase the inflows of remittances, Pakistan
must try and provide incentives for expats to not only send money to their families but
also deposit their savings in Pakistani bank accounts. Intelligible and easy to use
investment opportunities for expats need to be introduced in addition to the govt.’s
Pakistan Banao Certificate in order to increase inflows to Pakistan and improve the
country’s external accounts.
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Foreign Investment – Confidence shattered
Investor confidence
has deteriorated
leading to a decline in
FDI as well as FPI.

Pakistan needs to
provide its investors
with a sense of
physical and financial
security.

Gloomy economic outlook painted by major financial institutions and global rating
agencies, combined with instability of major economic indicators, have caused
investors to lose confidence in Pakistan's economy. Consequently, Foreign Direct
Investment (FDI) has dropped by 52% to $ 1.37Bn in 10MFY19 as compared with $
2.84Bn in 10MFY18. For FY19, the total investment to GDP figure is projected to be
around 17.2% which will decline to 15.8% in FY20 as compared to 16.4% in FY18. On
the other hand, savings are expected to improve in a higher interest rate environment,
and hence savings to GDP ratio will likely increase to 12.8% in FY20 from 10.7% in FY19.
Although it is expected that formalization of the IMF deal will win back some of the
lost investor confidence, Pakistan needs to develop a sustainable model to convince
investors to commit their funds for the long term. For this, Pakistan needs to increase
transparency in its govt. departments, and take other necessary measure to improve
its position on the World Bank’s Ease of Doing Business Index. The country also needs
to improve its law and order conditions and also develop its judicial system to suit the
needs of foreign investors, providing them a sense of physical and financial security.
Investment in the stock market has suffered a massive blow over the past few months.
In mid-May’19, the KSE-100 index closed at its lowest value in 3 years at 33,166 points.
Foreign Portfolio Investment (FPI) witnessed an outflow of $ 410Mn in 10MFY19 to
add to outflows of $ 240Mn in FY18. This indicates a lack of investment confidence
among foreign investors which will be a major challenge for the current govt. to win
back.
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All gloom and doom in GDP forecasts

Various domestic and
foreign financial
institutions have
forecasted a very low
growth rate between
2.7-4% for FY19.

Pakistan posted a real GDP growth of 5.2% for FY18, the highest in 13 years. Even
though the target for FY19 was set at 6.2%, it has been revised downwards multiple
time. The SBP has projected GDP growth rate for FY19 between 3.5-4% citing reduced
public development spending owing to tight fiscal conditions, contractionary
monetary policy, rapid depreciation of the PKR and subsequent decrease in industrial
activity. Other reasons also include higher energy prices and low yield of crops in the
agricultural sector. The National Accounts Committee has also painted a dismal picture
for FY19. It claims that since almost all sectors of the economy are unlikely to achieve
their growth targets, Pakistan’s GDP will grow by a meager 3.3%.
Similarly, keeping in view of various domestic and foreign factors, the Asian
Development Bank (ADB), World Bank (WB) and IMF have lowered their GDP forecasts
for Pakistan. The ADB, citing various macroeconomic challenges including higher
inflation, pressure on the PKR, and heavy external financing has forecasted Pakistan’s
economic growth at 3.9% for FY19 and 3.6% in FY20. Similarly, the WB is projecting a
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growth rate of 3.4% in FY19 and a further decrease to 2.7% in FY20. The lowest
projected growth for FY19 comes from the IMF at 2.9% which the lender expects to
drop to 2.8% in FY20. This however could have been a strategy to gain more power
during negotiations with the Pakistani authorities for a bailout package. PKR
depreciation has also led to a decline in the size of the economy in terms of USD, with
the figure now being projected to be around $ 290Bn for FY19.
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Pakistan's GDP Growth Rate Projections - %
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The perennial shortfall in revenue collection
FBR is unlikely to
achieve its tax
collection target of
PKR 4.4Tn for FY19.
Only 300 companies
in Pakistan pay 85% of
the total tax.

The govt. is planning
to introduce new
taxes worth PKR
775Bn in Budget
FY20.
Bank accounts of any
person or business
will not be frozen
without a 24 hour
notice.

In line with past trends, revenue from tax collection is facing a shortfall as the PKR
4.4Tn target is unlikely to be achieved in FY19. During 11MFY19, FBR provisionally
collected PKR 3.31Tn against target of PKR 3.75Tn, recording short collection of PKR
440Bn. It is thus estimated that the total shortfall for the entire fiscal year will likely be
around PKR 450Bn.
As far as the tax base is concerned, even though the number of returns filed for TY18
has exceeded a record 1.87Mn, there is still a need to enhance tax related policies.
According to the FBR, only 300 companies in Pakistan pay 85% of tax. Furthermore, of
the 348,174 industrial gas and electricity connections registered in Pakistan, only
11.2% or 38,995 are sales tax registered.

Some commendable measures taken by the new FBR Chairman

With the federal budget FY20 just around the corner, the govt. is planning to increase
tax collection by introducing various new taxes valued at around PKR 775Bn. Contrary
to past practices, new FBR Chairman, Shabbar Zaidi, has guaranteed that the burden
of new taxes will not fall upon existing taxpayers. Seeking to curb the harsh practices
of the tax authorities, the FBR Chairman announced that the bank accounts of any
person or business entity will not be frozen until an approval from the FBR Chief
himself is taken and the account holder is given a 24 hour notice. He also warned tax
officials against harassing tax filers and against conducting raids on their premises
without prior permission, and has introduced further restriction against the
suspension of a filer from the active taxpayer list. These decisions are certainly
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commendable and will help not only increase revenue collection but also restore the
lost confidence of businesses in the FBR.
In an attempt to bring more people into the tax bracket, the govt. has launched yet
another Tax Amnesty Scheme. The govt. aims to increase tax filers and fetch double
the amount of revenue as compared to Amnesty Scheme 2018, which increased the
number of tax filers to 1.8Mn and brought in PKR 120-125Bn.

Interest payments on incessantly higher debt levels
Pakistan’s total debt
at the end of Mar’19
was $ 35.1Tn which is
91.2% of its GDP.

Pakistan’s foreign
exchange reserves are
not sufficient to meet
financial obligations.

Pakistan’s total debt at the end of Mar’19 stood at $ 35.1Tn which is a whopping 91.2%
of the country’s GDP. The strategy used by the previous govts. to manage foreign
exchange reserves by acquiring additional debt is one of the key reasons behind the
current economic crisis. Just in 1HFY19 Pakistan paid $ 1.38Bn as interest payment on
foreign debt. The impact on public external debt due to depreciation of PKR since 1st
Jun’18 to Apr’19 has been around PKR 1,657Bn. Furthermore, from a total $ 88.19Bn
of foreign loans, $ 9.2Bn will be retired this year and $ 37Bn during the next five years.
In order to support various payment schedules, PM Imran Khan made a number of
foreign trips to friendly countries to raise funds, which effectively postponed the
country’s financial crisis. Pakistan received loans and aid amounting to $ 8.5Bn from
countries including Saudi Arabia, UAE and China in the last 8 months. Pakistan’s forex
reserves currently stand at $ 15.09Bn which are not enough to meets the rising
financial obligations on account of depreciation and otherwise.

The twin deficits

Pakistan’s budget
deficit is PKR 1.92Tn
or 5% of GDP.

Pakistan’s budget deficit has hit 5% of GDP in 9MFY19 or PKR 1.92Tn. This position will
most likely worsen as the fiscal year comes to an end. In essence, Pakistan’s budget
issues are as old as time, as inflows from sources such as tax, export receipts, foreign
aid and others are invariably lesser than cumulative expenditures. Pakistan’ s budget
deficit has been increasing since the past decade but in the brief period between FY13FY16, the deficit as percentage of GDP declined, indicating some improvement in fiscal
management. However, since FY16, the ratio has continued to worsen, thereby
indicating economic deterioration which urgently needs to be controlled.
However, due to imposition of tariff and non-tariff barriers, the current account deficit
improved by 27% to $ 11.58Bn from $ 15.86Bn. The Balance of Payment position is
likely to improve further in FY19 owing to substantial PKR depreciation in May’19.

CPEC needs help!!

The multi-billion dollar China Pakistan Economic Corridor (CPEC), being hailed as the
guardian of Pakistan’s future cannot be fully relied upon for support, at least in the
short term. CPEC is to provide various developmental projects which would help
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A number of CPEC
projects may have to
be put on hold until
Pakistan’s economy
improves.

transform Pakistan in the future, but as of now the project itself is facing impediments.
With available spending space for non-critical projects diminishing on account
Pakistan’s poor financial position, a number of CPEC projects are likely to be shelved
for the time being.
Evidently, even though the govt. has added a number of new projects to the CPEC
portfolio, it is only proposing to allocate PKR 83Bn in the FY20 federal budget.
Furthermore, efficiently running the freshly set up projects is also proving to be a
daunting task. The first power project under CPEC, Port Qasim Electric Power Company
(PQEPC), is facing payment problems due to circular debt issue. The $ 2Bn project has
racked up $ 150Mn in late payments in just a year of operations.
Hence, instead of providing relief, CPEC will actually seek more resources. Projects
need to be put on hold, otherwise, non-payment of dues towards completion of the
projects might trigger an unfavorable clause in the deal and Pakistan might face fines
or lose the project to Chinese ownership altogether, just as Zambia and Sri Lanka lost
their ports due to default.

On way to becoming an IMF directed economy
Despite assuring a
different approach,
the current govt. has
kneeled before IMF’s
terms and conditions

Ever since the current govt. came to power, whether or not it would go to the IMF for
a bailout package has been a prominent point of discussion. PM Imran Khan, had
almost immediately confirmed after acceding power that an IMF program was
inevitable, but that his govt. would exhaust all other sources first in order to be in a
better negotiating position, so as to soften the blow of the conditions the lender would
impose. However, now that the 39 month, $ 6Bn deal has been signed, it seems that
the 9 month long wait was irrelevant as the PTI govt. has followed the same practice
of kneeling before the IMF that it had criticized previous rulers for.
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Agreed IMF Packages In The Past 3 Decades ($ Bn)
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Changes in guard at key positions – An IMF pre-condition?

A number of key govt.
officials have been
replaced with
Pakistani employees
of the IMF and World
Bank.

Negotiations with the IMF kept breaking down till former Finance Minister Asad Umer
was replaced by former country head for the World Bank in Saudi Arabia, Dr. Hafeez
Shaikh, was brought in as the Advisor to the PM on Finance and till IMF economist Dr.
Reza Baqir was made Governor SBP. The bailout package was only finalized after these
key positions were handed over to IMF designated individuals (it seems), suggesting
that these officeholders were brought in to accept harsher IMF conditions now and in
the future. A further proof that gloomy times are expected to follow the IMF program
is evident from the removal of Finance Secretary Younus Dagha and the resignation of
the Chairman of the Board of Investment. The now former Chairman of BoI, Haroon
Sharif, has in fact said that by accepting the conditions of the IMF, the govt. has undone
various beneficial steps taken to attract investment into Pakistan and that a number
of investment deals that were almost finalized will now be cancelled or postponed.

A tough IMF budget FY20 in the offing
As IMF conditions
have begun to take
effect, the FY20
budget is likely to
introduce policy
measures that will
hurt the common
man.

The basic purpose of the IMF program is to provide stability to the economy and
nurture it towards growth. However, to stimulate economic activity and recover the
economy, the IMF has been known to put harsh conditions that in some instances has
brought unbearable pain for the country. For Pakistan, some of these conditions have
already started to take effect, the most notable of which is the depreciation of PKR
and higher interest rates.
Budget for FY20, to be the first one under the new IMF program, is expected to usher
in a tough period for Pakistan. The IMF has asked the govt. to set a target of PKR 5.5Tn
for tax revenue for FY20 against revised estimates of PKR 4.1Tn for FY19. To meet the
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tough revenue target in FY20, the FBR is contemplating different options including
abolishing of various tax exemptions, raising of GST rate from 17 to 18%, bringing more
items into Excise Duty mode and reducing taxable limit for income tax ceiling from PKR
1.2Mn to PKR 0.8Mn.
In addition to this, the govt. is to allow Ogra and Nepra to increase prices of gas and
electricity, as the IMF is coercing an increase in energy prices, expected to fetch over
PKR 340Bn in the next three years. Cumulatively, the IMF bailout package includes
more conditions than Pakistan could digest, while details of the package have not yet
been fully released. Whatever the case may be, the program will most likely worsen
Pakistan’s economic conditions. Nonetheless, the govt. needs to manage social
programs and take decisions to ensure that the poor are not penalized and businesses
can at least remain afloat.

A change in approach? Let us see
Business friendly
policies are required
to win back the
confidence lost by
investors.

Pakistan’s economy is struggling. During these times, it is easy to criticize the state of
the economy and is easy to forget that the world economic outlook is bleak as well.
The World Bank states that trade disputes, decreased manufacturing activity and
pressures in some emerging financial markets around the world are likely to slow down
the world economy. In Pakistan’s context, the trade war spewing between the China
and the US along with the fluctuations being observed in the international commodity
markets do translate into reduced domestic activity. With enough problems in the
country already posing a threat, this poor state of the economy is a wakeup call for the
entire nation to re-evaluate its approach towards business and consumerism.

A disastrous beginning

The current govt.
plans to create a
sustainable model for
the economy in the
long run instead of
relying on debt.

The condition Pakistan’s economy is in and the factors responsible for its state are old
and recurring. The only difference this time around is that the incumbent govt. is trying
a different approach. Where the previous govt. relied heavily on debt to run the
economy, the new govt. claims to be creating a more sustainable model, if IMF allows
it to. The steps taken to do so, such as the increased role of market forces in
determining the value of the PKR, the clamp down on black economy and the increased
focus to document it, have not only led to adverse business conditions but have also
reduced economic activity.
The change in approach has had somewhat of a disastrous effect on the economy;
disposable incomes are declining as prices of even the basic commodities are getting
out of the reach of the struggling population. Increasing prices of raw materials have
changed the objectives of various businesses from expansion to survival.
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A inevitable sequence of structural changes
The $ 6Bn IMF program will only work towards its intended purpose of economic
stability if a series of systematic changes are made to reduce the country’s outflows
and increase inflows. For this purpose domestic demand for imported products need
to be controlled and industries need to be prepared to be competitive globally.
Furthermore, business friendly policies are required to win back the confidence lost by
local and foreign investors.
Furthermore, reforms should be introduced that compel taxpayers to file their returns
fairly. Practices involving evasion and utilizing loopholes hurt the economy. In order to
increase tax revenues, the govt. must first of all take measures to broaden the tax base
and simplify the process of tax collection. The way tax collection is pursued in Pakistan
is the main issue. Businessmen shy away from paying taxes because once they file their
returns, they end up having to face unnecessary questions and harassment from tax
officials.

Pakistan needs to
follow a strategy of
export expansion,
import substitution,
technological
advancements and
industrial
development.

In order to rectify the trade deficit, Pakistan must follow a strategy of import
substitution and expand its export product base. Pakistan’s reliance on imported
products is very unfortunate considering the fact that a number of countries import
buy raw materials from it and export the value added products back to Pakistan. With
increasing focus on technological advancements, Pakistan must try to develop
industries that will produce products regularly procured through imports. This could
be facilitated by the govt.’s increased focus on development of Special Economic
Zones. As new zones are being built under CPEC and otherwise, the incentives
provided in them could be utilized to kick start production in a variety of new sectors.
The 2nd phase of CPEC involves transfer of knowledge from China to Pakistan for setting
up new industries in SEZs. Till the time that such industries are set up, consumers
should look for and use local substitutes in as many products categories as they can.
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Disclaimer

This report produced by KCCI Research & Development Department (KCCI Research) contains
information from sources believed to be trustworthy; it is not guaranteed that the matter is
accurate or complete. This report may not be reproduced, distributed or published by any person
for any purpose whatsoever, without the prior written permission/approval of KCCI and/or KCCI
Research. It is not intended as professional and/or financial advice nor does any information
contained herein constitute a comprehensive or complete statement of the matters discussed or
the law relating thereto. The information in this report is not intended as an offer or
recommendation to buy, sell or call on any commodity, security, currency, product, service or
investment.
Analyst Certification
The views expressed in this report accurately reflect the personal views of the Analyst(s)*. The
Analyst(s) involved in the preparation of this report certify that (1) the views expressed in this report
accurately reflect his/her/their personal views about all of the subject sectors and topics and (2) no
part of their compensations were, are or will be directly or indirectly related to the specific
recommendations or views expressed in this report.
The Analyst(s) compile this document based on opinions and judgments, which may vary and be
revised at any time without notice. KCCI Research makes no exemplification as to its exactitude or
completeness and it should not be relied upon as such. This report is provided only for the
information of members of KCCI and business community representatives who are expected to
make their own corporate decisions and investment without undue reliance on this report and KCCI
Research accepts no responsibility whatsoever for any direct or indirect consequential loss arising
from any use of this report or its contents. The views expressed in this document are those of KCCI
Research and do not necessarily reflect those of KCCI or its management.
The information contained in any research report does not constitute an offer to sell commodities
/ securities / currencies or the solicitation of an offer to buy, or recommendation for investment
within any jurisdiction. Moreover, none of the research reports is intended as a prospectus within
the meaning of the applicable laws of any jurisdiction and none of the research reports is directed
to any person in any country in which the distribution of such research report is unlawful. The
information and opinions in each research report constitute a judgment as at the date indicated
and are subject to change without notice. The information may therefore not be accurate or
current. The information and opinions contained in research reports have been compiled or arrived
at from sources believed to be reliable in good faith, but no representation or warranty, express or
implied, is made by KCCI as to their accuracy, completeness or correctness and KCCI also does not
warrant that the information is up to date. Moreover, the reader should be aware of the fact that
investments in commodities, currencies, undertakings, securities or other financial instruments
involve risks. Past results do not guarantee future performance.
* Analysts: Uzma Taslim - Director, Shehzad Mubashsher – Deputy Director, Asad Bilal Sheikh –
Research Analyst, Kamran Khan – Research Analyst, Yasir Farooqui– Research Analyst, and Sunny
Kumar– Research Database Officer.
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