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1. Message 
 

This quarter has seen the Government take keen interest in meeting with the business community, 

economists, and a wider set of stakeholders to develop a collective understanding around issues 

curtailing competitiveness of Pakistan’s exports. There has been positive news as regards the growth of 

merchandise exports during this quarter. Furthermore, there are expectations that government will 

announce further relief in energy supplies to the export-oriented sectors.  

 

The Ministries of Commerce and Finance also worked together during this quarter to apply brakes to 

non-essential imports through fiscal and monetary policy measures. Some success has been achieved 

and this is reflected in the slowdown of import growth (details in section 5). During the medium term 

this should help in narrowing down the trade deficit – responsible for the fast depletion in foreign 

exchange reserves during fiscal year (FY) 2017-18. Extreme caution has been advised by the private 

sector associations so that imports of raw material and intermediate inputs are not hurt.  

 

There is encouraging news from Beijing as China has been open to discussions regarding options which 

can increase exports from Pakistan to China. At a formal level some interest from both sides has been 

seen in discussing cooperation in agriculture, livestock, textile and information technology value chains. 

These are all sectors where Pakistan’s low cost labor (relative to China’s) and other inputs could be 

attractive for Chinese manufacturers. Islamabad is also gearing up to discuss a broader agenda on 

industrial cooperation in a bid to increase interest of Chinese private sector in priority special economic 

zones in Pakistan. Beijing has promised that a buying mission will soon visit Pakistan to assess which 

items can be supplied in larger quantities by the latter.   

 

The third issue of Pakistan Quarterly Trade Bulletin also provides an overview of preparations towards 

a National Tariff Policy. On this subject, we solicit views from both; the public sector on the process of 

consultations around this policy and way forward; and the private sector on how a balanced tariff policy 

could help their medium to long term competitiveness. Our esteemed respondents also discussed 

challenges and risks to the tariff policy which the government may need to consider during the 

implementation phase. The team at Sustainable Development Policy Institute (SDPI) acknowledges 

support from Pakistan Regional Economic Integration Activity (PREIA) towards bringing out the third 

issue of Pakistan Quarterly Trade Bulletin. 

  

Bulletin Team 
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2. This Quarter’s News in Brief 
 

Economy in Snapshot 

• In FY18, imports stood at USD 56 billion, an increase of 15% compared to FY17. During the same 

time period exports were recorded at USD 24.8 billion, an increase of 12.8%.  The trade deficit was 

recorded at USD 31.2 billion, an increase of USD 4.5 billion compared with the previous fiscal year1.  

• During the first quarter (July – September) FY19 imports stood at USD 13.8 billion, an increase of 

5.9% over the same quarter in FY18. During the same time period exports were recorded at USD 

5.9 billion, an increase of 3.6%. The trade deficit was recorded at USD 7.9 billion, an increase of 

USD 0.6 billion compared with the same quarter in FY18.2  

• At the end of the first quarter FY19, total foreign exchange reserves stood at USD 14.9 billion, out 

of which reserves held by State Bank of Pakistan (SBP) were recorded at USD 8.4 billion, a decrease 

of USD 5.5 billion.3  

• In FY18, import of services stood at USD 11 billion, an increase of 11.5 % compared to FY17. During 

the same time period export of services were recorded at USD 5.3 billion, a decrease of 4.4%. The 

services trade deficit was recorded at USD 5.7 billion, an increase of 31.8% (or USD 1.4 billion) 

compared with the previous fiscal year4. 

• During the first quarter FY19, import of services stood at USD 2.2 billion, a decrease of 13.8% over 

the same quarter in FY18. During the same period, exports of services were recorded at USD 1.3 

billion, a decrease of 1.5%.  The services trade deficit was recorded at USD 0.94 billion, a decrease 

of USD 0.3 billion compared with the same quarter in FY18.5 

• Afghanistan, Germany, UAE, US, and UK were the top export destinations for Pakistan’s 

merchandise during FY18.6 

• The current account deficit decreased by 2.5% (or USD 96 million) during the first quarter of FY19. 

This narrowing down of the current account deficit is partially attributed to the remittances from 

abroad which increased by 13% during this period. 

• Indonesian government has expressed keen interest in working with Sindh Board of Investment. 

The former is engaging to highlight potential of trade with Indonesia’s palm oil industry. 

Furthermore, Indonesian government has expressed interest in exploring investment options in 

food, mining, health, education and tourism sectors of Pakistan.7 Indonesia is willing to set up joint 

ventures in the production and processing of palm oil, along with manufacturing of high-value 

products from palm oil in Pakistan.8 

• This quarter saw wide fluctuations in the open market exchange rate. The month of July opened at 

PKR 121.7/USD and this month’s peak rate was seen on July 26th at PKR 129/USD. By start of 

                                                           
1 State Bank of Pakistan 
2 State Bank of Pakistan 
3 State Bank of Pakistan 
4 State Bank of Pakistan 
5 State Bank of Pakistan 
6 Rana, S. (2018, July 25). Nearly half of export receipts come from just six countries. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1766280/2-nearly-half-export-receipts-come-just-six-countries/ 
7 Pakistan, Indonesia: Envoy meets SBI chairperson. (2018, July 5). The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1749916/2-pakistan-indonesia-envoy-meets-sbi-chairperson/ 
8 Rana, I. (2018, August 9). Indonesia willing to assist Pakistan in palm oil production. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1776392/2-indonesia-willing-assist-pakistan-palm-oil-production-business/ 
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August, after central bank’s intervention the rate came down to PKR 122.9/USD and by end-

September the rate was registered at PKR 123.75/USD. At the time of furnishing this bulletin the 

rate stands at PKR 134.5/USD.9 

 

Quarterly Trade Bulletin   

• Tajikistan and Pakistan have established a joint commission for development of energy cooperation. 

Pakistan has also been invited to become part of the Tajikistan’s water initiative which promotes 

public-private partnerships in the water sector. The establishment of a joint business council will be 

expedited to promote trade ties and connectivity through direct flights which in turn could enhance 

people to people contact.10 

• China assured Pakistan continuity of concessional financing for some of the China-Pakistan Economic 

Corridor (CPEC) projects, which may put the delayed projects back on track including the Mainline-

I scheme of Pakistan Railways.11 

• Pakistan and China have agreed to increase the rupee-yuan swap limit for the next three years.12 

China has also expressed its interest in pursuing joint ventures in the auto parts and accessories 

sector.13 

• Pakistan and Thailand will soon present their final lists for the free trade agreement (FTA) 

negotiations for increasing trade between the two countries.14 

• US Agency for International Development (USAID) Pakistan Mission Director Jerry Bisson has said 

that by facilitating infrastructure upgrades, introducing new technologies and promoting market 

opportunities, mango exports are expected to reach high-end markets, which could bring more 

revenues to Pakistani farmers and exporters.15 

• The Lahore Chamber of Commerce and Industry (LCCI) and the Pakistan-Canada Business 

Chamber inked a memorandum of understanding to work jointly for the expansion of trade and 

economic ties between the two countries. Both the associations will facilitate each other and 

provide assistance in order to step up bilateral trade activities.16 

• Pakistan has signed a memorandum of understanding with South Korea, seeking to promote the 

employment of Pakistani citizens in the East Asian country.17 

                                                           
9 Rate as on November 15, 2018.  
10 C. (2018, July 19`). Pakistan, Tajikistan: Stress laid on developing energy corridor. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1681570/2-pakistan-tajikistan-stress-laid-developing-energy-corridor/ 
11 Rana, S. (2018, July 26). China gives fresh assurance on CPEC financing. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1715909/1-china-gives-fresh-assurance-cpec-financing/ 
12 Hussain, B. (2018, July 22). Chinese companies have advantage over other auto sector players in Pakistan. The Express 

Tribune. Retrieved from https://tribune.com.pk/story/1763761/2-chinese-companies-advantage-auto-sector-players-

pakistan/ 
13 C. (2017, November 7). Chinese express interest in joint auto-part manufacturing ventures. The Express Tribune. 

Retrieved from https://tribune.com.pk/story/1551571/2-chinese-express-interest-joint-auto-part-manufacturing-ventures/ 
14 A. (2018, September 9). Pakistan to get benefits worth $200m. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1776407/2-pakistan-get-benefits-worth-200m/ 
15 C. (2018, August 8). Mango exports to rise with new technology. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1775622/2-mango-exports-rise-new-technology/ 
16 C. (2018, July 12). Chambers ink trade-boosting deal. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1755620/2-chambers-ink-trade-boosting-deal/ 
17 C. (2018, March 8). Pakistan signs MoU with Korea. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1654007/2-pakistan-signs-mou-korea/ 
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• Hayat Group, a Turkish conglomerate, has announced that it will invest in Pakistan’s fast moving 

consumer goods segment through its subsidiary Hayat Kimya, which manufactures goods in hygiene 

and home care categories.18 

• The Pakistan Tourism Development Corporation (PTDC) and an Iranian delegation have agreed to 

establish a working group for the promotion of tourism in their respective countries.19 

• British High Commissioner to Pakistan stressed the need for strengthening Pakistan-UK trade 

cooperation and identified several sectors including services trade.20 

• The Pakistan Hosiery Manufacturers and Exporters Association (PHMA) has identified barriers to 

export promotion arising out of recent import curtailing measures taken by the central bank.21 

PHMA will soon meet officials to discuss.  

• Azerbaijan has expressed the desire to promote transport corridors within the Lapis Lazuli project 

and operationalization of Ashgabat agreement that will connect Azerbaijan with Pakistan.22 

• The government is still open to inputs towards the under formulation Strategic Trade Policy 

Framework (STPF) to boost trade performance and enhance exports. STPF formulation is being led 

by the Ministry of Commerce.23 

• Recent data indicates that Pakistan has been a beneficiary of the European Union’s preferential 

trading program for vulnerable developing nations, known as the Generalized System of Preferences 

Plus (GSP plus). Progress has also been made on conditions for GSP plus including human rights, 

working conditions, climate change and good governance.24 

• The new management of Pakistan’s largest e-commerce platform, daraz.pk – led by China’s Alibaba, 

has planned to expand its outreach as well as its range of products in an effort to attract more online 

customers.25 

• The Pakistan-China Joint Chamber of Commerce and Industry (PCJCCI) have entered into long-

term collaboration with the Sichuan International Chamber of Commerce and agreed to jointly 

establish Pakistan-Chengdu Economic and Trade Centre.26 

• The production and export of information and communication technologies and IT services from 

Pakistan has posted an increase in recent months.27 

                                                           
18 C. (2018, February 12). Turkish company announces investment of $150m in Pakistan. The Express Tribune. Retrieved 

from https://tribune.com.pk/story/1633067/2-turkish-company-announces-investment-150m-pakistan/ 
19 A. (2018, February 7). Pakistan, Iran to promote tourism. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1627948/2-pakistan-iran-promote-tourism/ 
20 A. (2018, April 27). British HC for enhancing bilateral trade. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1696159/1-british-hc-enhancing-bilateral-trade/ 
21 C. (2018, August 14). Curbs on advance payment for imports hinder export orders. The Express Tribune. Retrieved 

from https://tribune.com.pk/story/1780126/2-curbs-advance-payment-imports-hinder-export-orders/ 
22 A. (2018, July 4). CPEC crucial for Azerbaijan’s exports By APP Published: July 4, 2018. The Express Tribune. Retrieved 

from https://tribune.com.pk/story/1749004/2-cpec-crucial-azerbaijans-exports/ 
23 Salman, A. (2018, April 2). Focus only on boosting exports is a bad strategy. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1675051/2-focus-boosting-exports-bad-strategy/ 
24 E. (2018, April 2). EU’s largesse and our exports. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1675123/1-eus-largesse-exports/ 
25 Hanif, U. (2018, May 24). Despite acquisition by Alibaba, Daraz to keep promoting Pakistani products. The Express 

Tribune. Retrieved from https://tribune.com.pk/story/1717567/2-despite-acquisition-alibaba-daraz-keep-promoting-

pakistani-products/ 
26 C. (2018, August 16). MoU inked for setting up trade centre. The Express Tribune. Retrieved from 

https://tribune.com.pk/story/1781754/2-mou-inked-setting-trade-centre/ 
27 Reporter, S. (2018, August 8). IT sector’s share of exports stands at $2.8bn: RCCI. Dawn. Retrieved from 

https://www.dawn.com/news/1425600 
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• Japanese government is keen to help Pakistan bring about greater export diversification. There has 

been an increase in Japanese firms working across Pakistan in diversified sectors.28 

• The Government of Pakistan is carefully assessing the future impact of sanctions on Iran and its 

implications on trade and global prices of energy resources.29 

• Shippers have raised concerns and demand an improvement in handling capacity and facilities at the 

Karachi Port Trust (KPT). There is also an urgent need to improve the conditions of other ports to 

handle larger volumes of transit and commercial trade.30 

• The Commerce Division is working on proposals that seek to invoke various articles of Geneva-

based World Trade Organization laws to curtail the rising import bill of the country. The division 

tasked a team of officials to identify tariff lines that could be subjected to permissible restrictions. 

The initial estimates show that these measures will help to reduce the overall import bill in the range 

of USD 2-2.5bn per annum.31 

• A five-member delegation of China System Machinery Inspection Services visited Pakistan to explore 

the areas of bilateral cooperation in promoting and developing eco-friendly products.32 

 

  

                                                           
28 Hassan, S. (2018, August 9). Pakistan needs diversification of exports, changes to trade structure: Japanese ambassador. 

Dawn. Retrieved from https://www.dawn.com/news/1425808 
29 Kiani, K. (2018, August 16). Govt assessing future impact of renewed sanctions on Iran. Dawn. Retrieved from 

https://www.dawn.com/news/1427322 
30 Khan, Z. H. (2018, September 10). Why we shouldn’t sign Phase II of Pak-China FTA. Dawn. Retrieved from 

https://www.dawn.com/news/1430640 
31 Khan, M. Z. (2018, September 16). Far-reaching import curbs on the cards. Dawn. Retrieved from 

https://www.dawn.com/news/1433233 
32 Khan, O. A. (2018, August 9). Pak-China to cooperate in developing eco-friendly products. The News. Retrieved from 

https://www.thenews.com.pk/print/352513-pak-china-to-cooperate-in-developing-eco-friendly-products 
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3. Macroeconomic Outlook 
 

Overview of Economic Growth  

At the time of issuing this bulletin the Government has been able to secure some support to augment 

the depleting foreign exchange reserves and avert a balance of payments crisis. There are reports that 

Saudi Arabia will support Pakistan to the tune of USD 6 billion out of which USD 3 billion will be foreign 

currency support for 12 months and deferred payments for oil imports worth USD 3 billion.33 Saudi 

Arabia will also continue to explore investment interests in Pakistan particularly in the mining sectors 

and oil refinery project at Gwadar.   

 

Pakistan was also able to persuade China to look into its immediate financial needs and help with the 

current and future balance of payments difficulties. The Prime Minister during his maiden visit to Beijing 

stressed the need for both countries to remain engaged for the sustainability of CPEC projects, 

negotiating a relatively balanced free trade agreement (FTA) and development of priority Special 

Economic Zones (SEZs). China has now set up a taskforce to assess Pakistan’s financial needs and also 

decided to initiate work on important areas mentioned under the CPEC long term plan i.e. improving 

output in industries which are able to export to China, agriculture and livestock uplift and trade 

integration.34 From Pakistan’s side Secretary, Ministry of Finance and Governor, State Bank of Pakistan 

(SBP) led the delegation for the first meeting of this taskforce in Beijing.  

 

Among other countries, Prime Minister has been reportedly seeking support from United Arab 

Emirates.35 According to media sources, UAE has indicated interest in establishing LNG terminal. High-

level political and military delegations from Qatar have also recently visited Islamabad to discuss matters 

of mutual interest including trade and investment cooperation. Due to the on-going construction boom, 

Qatar has decided to hire 100,000 workers from Pakistan and recruitment offices for this purpose are 

being opened in Karachi and Islamabad.36  

 

Pakistan has also initiated dialogue with the International Monetary Fund (IMF) for a package which 

could not only relieve pressures on the balance of payments, but also provide macroeconomic oversight 

for fiscal discipline and letter of comfort – required by multilateral and bilateral development partners.37 

In the coming days both sides will look in to the type of fiscal and balance of payment’s adjustment 

which will be most appropriate to reduce current account deficit.  

                                                           
33 Pakistan secures $6 billion Saudi loan, CNN, October 24, 2018. Web: 

https://edition.cnn.com/2018/10/24/middleeast/pakistan-saudi-khashoggi-loan-intl/index.html, accessed on November 14, 

2018.  
34 Taskforce formed to assess Pakistan’s financial needs, The Express Tribune, November 7, 2018: Web: 

https://tribune.com.pk/story/1842027/2-post-china-visit-task-force-formed-assess-pakistans-financial-needs/, accessed on: 

November 14, 2018.  
35 Ibid.  
36 Pakistan hopes for increased exports to Qatar. The Nation, November 13, 2018. Web: https://nation.com.pk/13-Nov-

2018/pakistan-hopes-for-increased-exports-to-qatar, accessed on November 14, 2018.  
37 Asad Umer shares PTI government’s vision on economy with IMF delegation. The News. November 13, 2018. Web: 

https://www.thenews.com.pk/latest/393431-asad-umar-shares-pti-govts-vision-on-economy-with-imf-delegation, accessed 

on November 14, 2018.  

https://edition.cnn.com/2018/10/24/middleeast/pakistan-saudi-khashoggi-loan-intl/index.html
https://tribune.com.pk/story/1842027/2-post-china-visit-task-force-formed-assess-pakistans-financial-needs/
https://nation.com.pk/13-Nov-2018/pakistan-hopes-for-increased-exports-to-qatar
https://nation.com.pk/13-Nov-2018/pakistan-hopes-for-increased-exports-to-qatar
https://www.thenews.com.pk/latest/393431-asad-umar-shares-pti-govts-vision-on-economy-with-imf-delegation
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The central bank has slashed next year’s growth target from earlier envisaged 5.8% to an interval ranging 

between 4.7% to 5.2% given the risks and challenges arising out of a widening trade and fiscal deficits, 

and also depending upon how fast the government is able to secure assistance from abroad. As the early 

harvest projects under CPEC saw their completion (or reconsideration in some cases), the growth rate 

of large scale manufacturing plummeted to -1.2% for the months of July-August 2018. Recent data also 

indicates that the production of cotton will also be less than the targeted 14.4 million bales for FY19 on 

account of water shortages and late sowing.38  

 

The fall in the value of Pakistani currency did help the export receipts for this quarter which touched 

USD 5.9 billion, an increase of 3.6% in comparison to the same quarter of previous fiscal year.  Imports 

were recorded at USD 13.7 billion which represented a slowdown in growth (5.8%) compared with the 

same quarter of FY18. The remittances for the quarter were recorded at USD 5.4 billion - increase of 

13% which was all the more necessary to augment foreign currency inflows.  

 

The non-oil imports did respond to the measures taken by the government to curtain non-essential 

flow of goods from abroad, however increased oil prices neutralized this effect to some extent and kept 

current account deficit on the high. The protectionist trade policies seen in some export markets of 

Pakistan (e.g. Afghanistan) could pose further challenges and barriers to Pakistani goods.39   

 

The foreign exchange reserves continue to remain under pressure. The July-September reserves were 

recorded at USD 14.9 billion, however reserves held by the central bank declined to USD 8.4 billion, a 

decrease of 39% in comparison to the same period in previous fiscal year (Table 1). The declining 

reserves have also mounted pressure on the value of Pakistani rupee. The open market rate on July 1, 

2018 stood at PKR 121.73 versus USD, however this had touched 123.25 by end-September (falling 

further thereafter). 

 

Table 1: Macroeconomic Indicators 

Indicator Period FY19 FY18 

GDP Growth (%) Jul-Jun 5.2 (P*) 5.4 

Agriculture (% growth) Jul-Jun 3.8(P) 2.1 

Manufacturing (% growth) Jul-Jun 6.2(P) 5.8 

Large Scale Manufacturing (% growth)* Jul-August -1.2 12.1 

Services (% growth) Jul-Jun 6.4(P) 6.5 

Investment to GDP ratio Jul-Jun 16.4 (P) 16.1 

Consumer price index (% change)* Jul-Sep 5.6 3.4 

Wholesale price index (% change)* Jul-Sep 10.3 1.1 

Merchandise Exports (USD million) Jul-Sep 5,884 5,679 

                                                           
38 Monetary Policy Statement, State Bank of Pakistan, September 29, 2018.  
39 Global trade war: the implications for developing economies. Arab News, April 22, 2018. Web: 

http://www.arabnews.com/node/1289421, accessed on November 17, 2018.  

http://www.arabnews.com/node/1289421
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Indicator Period FY19 FY18 

Merchandise Imports (USD million) Jul-Sep 13,756 12,993 

Export of services (USD million) Jul-Sep 1,292 1,312 

Import of services (USD million) Jul-Sep 2,230 2,588 

Current account deficit (USD million) Jul-Sep 3,665 3,761 

Remittances (USD million) Jul-Sep 5,420 4790 

Foreign Direct Investment (USD 

million) 
Jul-Sep 610.4 959.5 

Foreign exchange reserves (USD 

million) 
Jul-Sep 14,920.7 19,775.2 

Net reserves with SBP (USD million) Jul-Sep 8408.7 13,857.2 

FBR tax revenues (PKR billion) Jul-Jun 3842 3,368 

Source: State Bank of Pakistan, * Pakistan Bureau of Statistics, BE: budget estimate & P: Provisional estimates from Economic 

Survey. P*: revised figure from SBP Annual Report. 

 

This quarter saw an increase in inflation on account of falling value of rupee and rising energy prices. 

The consumer price index (CPI) for the months July-September increased by 5.6% compared to 3.4% 

during the same period in previous fiscal year. The other variables including expectations of further 

currency depreciation, expected hike in electricity and gas prices, increasing trend in oil prices abroad 

continue to keep inflationary expectations on the rise. The wholesale price index (WPI) saw much larger 

increase than CPI, in turn also implying to some extent an increase in the cost of doing business. 

 

 
Source: Pakistan Bureau of Statistics 

 

Taking the rising inflation in to account, central bank in its monetary policy announced in July 2018 

raised the key interest rate to 7.5% for the next two months, an increase of 100 basis points. However, 

during the September 2018 monetary policy statement, SBP expected further increase in inflation on 

the back of higher than anticipated global oil prices, increase in domestic gas prices, increase in 

regulatory duties on imports, and negative impact of continuing exchange rate depreciation on inflation. 

In view of these factors, SBP target policy rate was increased by 100 basis points to 8.5% for the next 

two months. 
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The broad money supply contracted by 1.2 percent during the period July to mid-September; also a 

reflection of some slowdown in aggregate demand. One of the components of broad money – private 

sector credit did see an increase, attributed to improved energy supplies, better outlook of EU-bound 

exports, and increasing demand for working capital as a result of capacity additions in some industries.  

 

To bring back the grown momentum in commodity producing sectors, Economic Coordination 

Committee (ECC) of the Cabinet approved import of 50,000 tonnes of urea to meet the demand of 

Rabi crops. The local fertilizer plants were also asked to remain fully operational during the Rabi season 

to meet any unforeseen shortage. Gas supplies to two additional fertilizer plants being operated by the 

private sector was allowed. Among other decisions, ECC decided to keep the support price of wheat 

at PKR 1300 per 40 kilograms. Furthermore Ministry of Industries and Production was advised to keep 

the cement prices under check to avoid any unfair practices which could hurt consumer welfare.40  

 

The ECC has also approved the mechanism to supply enhanced gas to the zero rated sectors of the 

industry. These sectors will have the same priority as allowed to the power sector. These industries 

would receive RLNG during the winter months when the gas demand in the country would be at its 

highest.41 

 

Review of Select Economic Indicators 

 

a. Foreign Direct Investment  

Net FDI during the first quarter of FY19 was recorded at $439.5 million – a drop of 42.6% if compared 

with the same period of FY18. Two key reasons cited for this decline include, a slowdown in investment 

flows from China, widening of current account deficit in turn leading to erosion of investor confidence 

to some extent.42 The investors also awaited government’s decision if Pakistan will ultimately approach 

global lenders including IMF.  

 

In the case of China, net FDI to Pakistan fell by USD 37.6% during July-September FY19. In total China 

invested USD 280 million during the first quarter, concentrated mostly in two sectors, namely, energy 

and infrastructure. Non-China FDI also saw a decline. For example, flows from UK saw a decline from 

USD 57.9 million to USD 51.2 million. Similarly, flows from US declined from USD 35.5 million to USD 

25.2 million.   

 

The major sectors which witnessed a decline in FDI during the first quarter include: a) power sector – 

inflows declining from USD 205.3 million to USD 74.7 million, b) financial business – inflows declining 

from USD 190 million to USD 50 million, and c) oil and gas exploration – inflows declining from USD 

                                                           
40 ECC maintains wheat prices at Rs. 1,300 per 40 kgs. The Nation, November 8, 2018. Web: https://nation.com.pk/08-

Nov-2018/ecc-maintains-wheat-price-at-rs1-300-per-40kgs, accessed on November 14, 2018.  
41 ECC approves mechanism to ensure enhanced supply of domestic gas. The News, November 14, 2018. Web: 

https://www.thenews.com.pk/latest/381627-ecc-approves-mechanism-to-ensure-enhanced-supply-of-domestic-gas, accessed 

on: November 14, 2018.   
42 FDI drops 42.6 percent to $439.5 million in Q1. The News, November 15, 2018. 

https://www.thenews.com.pk/print/382474-fdi-drops-42-6-percent-to-439-5-million-in-q1, accessed on November 15, 2018.   

https://nation.com.pk/08-Nov-2018/ecc-maintains-wheat-price-at-rs1-300-per-40kgs
https://nation.com.pk/08-Nov-2018/ecc-maintains-wheat-price-at-rs1-300-per-40kgs
https://www.thenews.com.pk/latest/381627-ecc-approves-mechanism-to-ensure-enhanced-supply-of-domestic-gas
https://www.thenews.com.pk/print/382474-fdi-drops-42-6-percent-to-439-5-million-in-q1
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52.8 million to USD 35.4 million. In the telecom sector an outflow of USD 48.6 million was observed 

during this quarter.  

 

Going forward, the wave 16 of the Overseas Investors Chambers of Commerce and Industry (OICCI) 

business confidence index survey explains that the reasons behind business confidence declining from 

21% positive responses to 14% include: security concerns, slow implementation of policies promised 

for bringing down the cost of doing business, inadequate trade facilitation and border-related trade 

infrastructure and uncertain provision of utilities (e.g. electricity and gas connections) and trademark 

infringement. 

 

   
Source: State Bank of Pakistan 

 

The Adviser to Prime Minister for Commerce, Textile, Industry and Investments recently informed 

during a meeting with All Pakistan Cement Manufacturers Association (APCMA) that “currently six new 

cement plants in Pakistan are underway and it is expected that this sector will push its export figures 

to USD 1 billion mark soon, which currently stands at $600 million,”.43 He expects the upcoming 

projects in CPEC to further fuel this sector.  

 

The Asian Infrastructure Investment Bank (AIIB) has shown strong interest in financing infrastructure in 

Pakistan. There are plans to invest USD 400 million in the 10-year Pakistan Infrastructure Bond, soon 

to be launched by the Government of Pakistan. During his recent meeting the Prime Minister informed 

the AIIB President Jin Liqun regarding possible investment avenues in Pakistan particularly in electricity 

generation and transmission, transport and water resource development.44   

 

Pakistan has also invited German enterprises to invest in renewable energy, information technology, 

food & dairy and services. During the meeting of Pakistan-Germany Investment Forum, Pakistan’s Board 

of Investment has offered German firms the opportunity to produce and supply output from electronics, 

                                                           
43 'Amid rising exports, investors look to invest in Pakistan'. The Express Tribune, November 14, 2018. Web: 

https://tribune.com.pk/story/1846683/2-amid-rising-exports-investors-look-invest-pakistan/, accessed on November 15, 

2018.  
44 AIIB intends to invest in Pakistan Infrastructure Bond. The Express Tribune, November 4, 2018.  

https://tribune.com.pk/story/1840040/2-aiib-intends-invest-pakistan-infrastructure-bond/, accessed on November 15, 2018.   
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aerospace, information technology, dairy, energy, financial sector, technology, education, and healthcare 

services to western parts of China.45  

 

a. Remittances 

The remittances during the first four months of FY19 touched USD 7.4 billion compared to USD 6.4 

billion during the same period in the previous fiscal year. The government ensured compliance with 

guidelines provided by the Financial Action Task Force during the first quarter which prompted a large 

increase of 37.7% in remittances from abroad during the month of October 2018 in comparison to the 

previous month (and almost 21% in comparison to October 2017). According to some sources, Pakistan 

could receive USD 22 billion during 2018-19 as remittance inflows.46  

  

  
Source: State Bank of Pakistan 

 

The largest source of remittances remained Saudi Arabia amounting to USD 1.3 billion during the first 

quarter of FY19, indicating 2.9% increase comparing with the same period during last fiscal year. Prime 

Minister’s visits to Saudi Arabia have opened new avenues for cooperation and these developments 

could see remittances from Saudi Arabia reaching a new peak.47 The remittances from United Kingdom 

were USD 828 million compared to USD 626 million in first quarter of FY18, indicating an increase of 

32.3%. The workers from United States remitted USD 759.4 million which was an 18% increase.  

 

Going forward it is likely that remittances may increase further given recent incentives by the new 

government to encourage remittances through the formal banking channels. For business to customer 

transactions, the government allowed: a) freelance and information systems services up to USD 1,500 

per individual per month, b) transaction services other than computer and information services up to 

USD 1,500 per individual per month, and c) pensioners to receive up to PKR 250,000 per individual per 

month. 

                                                           
45 German companies invited to invest in Pakistan. The News, November 15, 2018. Web: 

https://www.thenews.com.pk/print/385516-german-companies-invited-to-invest-in-pakistan, accessed on November 15, 

2018.   
46 Over 8 million overseas Pakistanis may send record money home. Khaleej Times, October 30, 2018. Web: 

https://www.khaleejtimes.com/business/economy/Pakistan-remittances-may-hit-$22-billion-in-2018-19-, accessed on 

November 15, 2018.  
47 PM Khan needs to reimagine Pakistan-Saudi Arabia ties. Arab News, September 15, 2018. Web: 

http://www.arabnews.pk/node/1372496, accessed on November 17, 2018.  
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In the case of cash to business transactions, the government allowed: a) residents to receive direct 

payments from overseas Pakistanis to pay utility bills, education fees, superstores, insurance companies, 

and credit card bills, b) remittances being sent to real estate developers from Pakistanis abroad for 

purchase of assets except remittances for equity in an enterprise. Some other measures which were 

approved include: a) incentive or PKR 2 by the federal government for using mobile wallet on each 

transaction of USD 1 remittance as airtime, and b) foreign exchange companies able to attract 15% 

more remittances than the previous year will be eligible for an incentive of PKR 1 against each USD 1 

incremental remittance transaction. The new government has also initiated a survey of workers in the 

Middle East region, to send frequent feedback for future improvements to the remittance processes.48 

 

b. Foreign Exchange Reserves 

The net reserves with the central bank continued to see a decline during the period July – September 

FY19. The rate of depletion of reserves also increased during the three months under consideration 

(Figure 7). During the last month of the first quarter i.e. September 2018, the year-on-year change in 

forex reserves was recorded at 24.5%.  

 

   
Source: State Bank of Pakistan 

 

In over terms the current account deficit for the first quarter of FY19 declined by USD 96 million 

(2.5% in comparison to same period during FY18) and was expected to slow down the depletion 

of forex reserves, however the pressure from the import side continues to persist. During the 

first quarter 6% growth in merchandise imports were attributed to the higher oil prices and import 

of petroleum products. During this period the import of petroleum products in value terms 

increased by 40%. The large current account deficit and uncertainty around how to bridge the 

financing gap also led to fluctuation in exchange rate during July 2018 (Figure 8).  

 

                                                           
48 PM Khan approves incentives to facilitate remittances from overseas Pakistanis. Dawn, October 22, 2018. Web: 

https://www.dawn.com/news/1440645, accessed on November 15, 2018. For welfare impact of remittances see: Ahmed, 

Vaqar and Sugiyarto, Guntur and Jha, Shikha, Remittances and Household Welfare: A Case Study of Pakistan (February 

2010). Asian Development Bank Economics Working Paper Series No. 194. 

10,211.4 9885.2

8,408.7

July August September

Figure 6: Net reserves with SBP 

(USD million)

-16.5

-19.7

-24.5

July August September

Figure 7: Year-on-Year Change in Forex 

Reserves (%)

https://www.dawn.com/news/1440645


 

13 

Figure 8: Weighted Average Customer Exchange Rates (USD)49 

 
Source: State Bank of Pakistan 

 

  

                                                           
49 This exchange rate represents quotations by various commercial banks to their clients. The data on these quotations is 

maintained by SBP.   
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4. Analysis of Pakistan’s Exports 
 

The current account deficit for the period July-September FY19 stood at USD 3.7 billion a 

reduction of 2.5% compared to the same period in FY18. This was attributed to the 13% growth 

in remittances during the first quarter. According to the central bank, a depreciation in the 

exchange rate and increase in import duties will further contribute to the narrowing down of the 

current account deficit. 

 

The month-on-month imports continued to see a decline on the back of regulatory duties, hike in 

exchange rate, and a slowdown in aggregate demand. This helped the balance of trade to contract 

from USD 3.4 billion in July to USD 2 billion in September. The month-on-month exports could 

only see a marginal increase. The fall in the value of currency is expected to render benefits for 

export oriented sectors with a time lag.  

 

Figure 9: Balance of Merchandise Trade (July – September 2019) 

 
Source: State Bank of Pakistan 

 

Pakistan’s overall export of goods (fob) during the months July-September FY19 stood at USD 

5.9 billion. This is a 3.6% increase over the same period during FY18 (Table 2). The only year-

on-year dip was seen for the month of August when exports declined by 0.7%. Top-5 

destinations in value terms included US, China, UK, Germany, and Afghanistan. While the 

value of export to USA remained highest at USD 1 billion, the quarterly increase was most 

seen for exports to Netherlands (28.9%), UAE (23%) and China (21.6%). The other export 

partners in Table-3 also saw improvements during this period except Afghanistan and 

Germany which faced a declined. In the case of former this decline in percentage terms could 

be attributed to seasonal change in the demand for goods exported to Afghanistan.50  

                                                           
50 For commentary on Afghanistan and Pakistan trade patterns see: Ahmed, V. and S. Shabbir (2016) Trade & Transit 

Cooperation with Afghanistan: Results from a firm-level survey from Pakistan. Working paper # 153. Sustainable 

Development Policy Institute.   
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Table 2: Pakistan’s Merchandise Exports (USD million) 

Months Q1FY19 Q1FY18 Change (%) 

July 2,009 1,825 10.1 

August 2,087 2,101 -0.7 

September 1,788 1753 2.0 

Total 5,884 5,679 3.6 

Source: State Bank of Pakistan 

 
Table 3: Top-10 Export Destinations (USD Million) 

Country 
Q1FY19 

(A) 

Q1FY18 

(B) 

Delta 

(A-B) 
Change (%) 

USA 1,005,498 944,890 60,607 6.4 

UK 447,839 426,024 21,815 5.1 

China 430,318 353,892 76,426 21.6 

Germany 333,827 340,149 -6,322 -1.9 

Afghanistan 300,214 317,552 -17,337 -5.5 

UAE 279,079 226,934 52,145 23.0 

Netherlands 237,646 184,387 53,259 28.9 

Spain 227,983 214,364 13,619 6.3 

Italy 192,134 178,159 13,976 7.8 

Bangladesh 175,147 156,461 18,686 11.9 

All others 2,254,311 2,336,187 1,293,500 55.4 

Total 5,883,998 5,679,000 204,998 3.6 

Source: State Bank of Pakistan 

 

Pakistan’s top exports by commodity include items from textile and clothing sector which witnessed a 

growth of almost 1 percent during the first quarter. Within this category, growth was seen in knitwear 

(9.8%), bed wear (3%), tents canvas and tarpaulin (3.5%). A slight decrease was observed in the exports 

of towels by 0.55%. Vegetable products which include cereals and fruits also witnessed an increase. 

Food processing sector’s exports increased on the back of higher demand for beverages and 

confectionary during the summer months. The mineral sector’s exports most notably fuels, salts, lime 

and stone increased. This is attributed to increased construction activity across the region including 

Afghanistan and China. The leather articles, raw hides and skins witnessed a decrease (Figure 10). It is 

expected that that this sector will recover during the winter months. Recent value addition has been 

observed in the footwear production where modern designs, stitching and finishing techniques are being 

introduced.51 The exports of this sub-sector increased by15.2%.  

  

                                                           
51 Pakistan’s Footwear Exports increases by 15%. ResearchSnipers.com, November 15, 2018. Web: 

https://www.researchsnipers.com/pakistans-footwear-exports-increases-by-15/. Accessed on November 15, 2018. 

https://www.researchsnipers.com/pakistans-footwear-exports-increases-by-15/
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Figure 10: Comparison of Top Export Categories (USD Million) 

 
Source: State Bank of Pakistan 

 

Key reasons for an uptick in the value of exports include:  

• Increase in private sector credit availability: The net lending to private sector businesses 

increased from PKR 25 billion in first quarter of FY18 to PKR 93 billion in the same period of FY19. 

Increased credit went to consumer finance through banks, construction, real estate, textiles, 

readymade garments, and leather. Key reasons for increased availability of credit include liquidity 

available with the banks as government borrowed but also retired PKR 2.14 trillion credit owed to 

commercial banks. Another reason was the borrowing by some sectors which are facing hardship 

due to their falling profitability on account of hike in prices of imported raw materials. These sectors 

include fertilizer, chemicals, automobiles, electronics, paper and board. The squeezed working 

capital on account of rebates stuck with FBR was another reason to borrow in this quarter.52  

 

• Improvements in energy supplies: As also observed during the previous quarter, the five 

exports oriented industries were receiving uninterrupted energy supplies during the first quarter of 

FY19. During September, on the advice of Oil and Gas Regulatory Authority, the government 

increased the gas prices. However later on the request of industry, reduced gas tariff for textile 

sector was announced at PKR 600 per mmbtu. 

 

• Improved understanding and uptake of GSP plus scheme: Since the signing of GSP plus 

scheme Pakistan’s exports to EU countries have increased by 47%. Key EU trade partners now 

include Germany, Netherlands, Spain and Scandinavian countries (Figure 11). There is growing 

understanding around this scheme and recently EU has recognized that Pakistan has demonstrated 

                                                           
52 What’s behind rising borrowing? DAWN, November 5, 2018. Web: https://www.dawn.com/news/1443714, accessed on 

November 15, 2018.  
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improved ranking in women and child right issues.53 Similarly compliance of enterprises around 

labour and environmental conditions has also improved.  

 

Figure 11: Exports to European Countries Q1FY19 

 
Source: State Bank of Pakistan 

 

Going forward, it is expected that the decline in value of rupee will bring dividends for exporters. 

Recently the Prime Minister during his maiden visit to China requested his counterpart to look 

into increasing Chinese imports from Pakistan. The latter agreed and a buying mission is expected 

to explore major items which Pakistan could supply to China. This will also be helpful in bringing 

down Pakistan’s trade deficit with China.  

 

Pakistani traders are also upgrading their knowledge in dealing with Chinese counterparts. 

Examples are now surfacing where Pakistani importers who had established networks with China 

have now also started exporting. This ‘learning effect’ is expected to deepen during the future 

phases of CPEC. It is expected that these traders will engage with the forthcoming buying mission 

and offer items which include: readymade garments, rock salt, mangoes, oranges, basmati rice, 

leather, oilseeds, kernels and a variety of seafood.54   

 

During the first quarter, the services trade balance improved by 26.5% with services exports increasing 

by 1.5% and services import declined by 13.8%. During the first quarter, total services exports were 

recorded at USD 1.3 billion and total services imports were USD 2.2 billion. 

  

                                                           
53 EU for boosting ties with Pakistan. The Nation, October 31, 2018. Web: https://nation.com.pk/31-Oct-2018/eu-for-

boosting-ties-with-pakistan, accessed on November 15, 2018.   
54 Fresh opportunities to increase exports to China linking Pakistan with open market. Xinhua, November 4, 2018. Web: 

http://www.xinhuanet.com/english/2018-11/04/c_137581505.htm, accessed on November 15, 2018.  
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5. Analysis of Pakistan’s Imports 
 

Pakistan’s overall imports of goods (BoP) during the months July-September FY19 stood at USD 

13.7 billion (Table 4) - a 5.9% increase over the same period during FY18. The growth in imports 

increased in July (18.3%) and August (2.7%) followed by a tapering seen in September, when 

imports declined by 5.1%. However the slowdown in imports in absolute terms was not significant 

owing to strong private consumption. This quarter’s import growth still remained higher than 

export growth which kept the foreign exchange reserves under pressure.  

 

The measures adopted during this quarter to curtail non-essential imports are expected to render 

results during the second and third quarter of FY19. Therefore, some further downslide in imports 

is expected with a time lag. This is attributed to a more than anticipated fall in the value of rupee 

vis-à-vis the other major currencies, and more stringent requirement by the central bank for 

allowing large value imports. The fiscal measures e.g. increasing number of items on which 

regulatory duties have been imposed will also play a role in keeping imports under check.  

 

Table 4: Pakistan's Merchandise Imports (USD Million) 

Month Q1FY19 Q1FY18 Change (%) 

July 5,493 4,644 18.3 

August 4,460 4,343 2.7 

September 3,803 4,006 -5.1 

Total 13,756 12,993 5.9 

Source: State Bank of Pakistan 

 

The largest growth across all import categories was recorded under mineral products which grew 

by 46% during Q1FY19. The share of mineral products in overall imports also grew from 24.5% in 

Q1FY18 to 33.7% in Q1FY19. The second highest growth was seen in chemical sector whose 

imports grew by 16.5% during Q1FY19 (Table 5).  

 

Given the new capacities added in various industries and rise in private sector borrowing, the 

demand for industrial chemicals was seen on the upside. The other leading import category i.e. 

textile and textile articles saw a slight increase in its share in the overall import basket. A decline 

was however seen for the case of two categories i.e. machinery & mechanical appliances, and base 

metals and articles or base metal (Table 5). A slowdown in the machinery imports is reflected in 

the weakening growth outlook seen in the large scale manufacturing sector and completion of 

some early harvest projects under CPEC.  
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Table 5: Top Import Categories (USD Million) 

Commodity 
Q1 FY19 Q1 FY18 Delta 

Share in total imports 

(%) 

(A) (B) (A-B) Q1 FY19 Q1 FY18 

Mineral products 4,634.5 3,183.10 1,451.4 33.7 24.5 

Products of Chemical or Allied Industries 1,703.8 1,462.40 241.4 12.4 11.3 

Machinery and Mechanical Appliances 1,599.7 2,155.40 -555.7 11.6 16.6 

Base Metals and Articles of Base Metal 1,128.9 1,168.80 -39.9 8.2 9 

Textiles and Textile Articles 818.6 771.40 47.2 6.0 5.9 

All other 3,871 4,252 -381 28.1 32.7 

Total 13,756 12,993 - 100 100 

Source: State Bank of Pakistan 

 

Major countries from where imports were received during Q1FY19 include China (19% share in overall 

imports), UAE (15.7%), Singapore (9.6%), Saudi Arabia (5.6%) and Qatar (3.2%). For the top-5 import 

origins, the value of imports from China remained highest, however the quarterly change in percentage 

terms was the highest for Saudi Arabia followed by UAE and Singapore. A decline was observed in the 

case of China and Qatar (Table 6). The decline in imports from China are partially a reflection of 

completion of some early harvest projects under CPEC.  

 

Table 6: Origin of Pakistani Imports (USD Million) 

Country 
Q1 FY19 

(A) 

Q1 FY18 

(B) 

Delta 

(A-B) 
Change (%) Share (%) 

China 2,613.20 2,823.60 -210.4 -7.5 19.0 

UAE (Dubai) 1,744.50 1,471.80 272.7 18.5 12.7 

Singapore 1,317.50 1,155.70 161.8 14.0 9.6 

Saudi Arabia 767.5 604 163.5 27.1 5.6 

Qatar 435.4 368.9 66.5 18.0 3.2 

Japan 430.4 467.4 -37.0 -7.9 3.1 

UAE (Fujairah) 418.9 468.8 -49.9 -10.6 3.0 

USA 411.7 428.7 -17.0 -4.0 3.0 

India 364.9 310.4 54.5 17.6 2.7 

Switzerland 322.5 167.6 154.9 92.4 2.3 

All other 4929.5 4726.1 203.4 4.3 35.8 

Total 13,756.0 12,993.0 763.0 5.9 100 

Source: State Bank of Pakistan 

 

China continued to have the highest share in Pakistan’s imports. This is largely attributed to the 

continuing needs for affordable industrial inputs. During the first quarter of FY19, the top items that 

arrived from China include electric apparatus, semiconductor devices, turbo propeller and gas turbine 
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and parts, steam and other boilers, flat rolled products of alloy steel, manufactures of coal and other 

related industrial inputs (Table7).  

 

China’s share in Pakistan could see an increase once the next phase of CPEC focusing on industrial 

cooperation and development of priority SEZs gets underway. Pakistan has shown willingness to offer 

greater incentives to Chinese industries who may like to locate in Pakistan however with a buy-back 

agreement so that export industries of Pakistan gain and trade deficit with China is narrowed. 

Furthermore, the central bank has been encouraging the traders to take benefit of the settlement facility 

where import payments can be made in yuan.  

 

Table 7: Top Imports from China (July-April FY18) 

S. No. Product Value (1000 US$) 

1 8517 Electric Apparatus for Line Telephony, Telephone Sets 648,551 

2 8541 Semiconductor Devices, Light-Emit Diodes  379,950 

3 8411 Turbojets, Turbo propeller and Other Gas Turbine  275,961 

4 9992 Special Transaction NES 251,359 

5 2701 Coal, Briquettes and Ovoid etc. Manufactures of Coal 222,434 

6 8502 Electrical Generating Sets and Rotary Converters 219,373 

7 8402 Steam Generating Boilers NES 199,707 

8 7225 Flat-Rolled Products of other Alloy Steel, more than 199,314 

9 5402 Synthetic Filament Yarn Not Sewing Thread, Not Retail 185,515 

10 3105 Fertilizer of Nitrogen, Phosphorus or Potassium 184,391 

Source: State Bank of Pakistan 

 

The quarter-on-quarter growth rate of imports is expected to slow down after a time lag due to the 

regulatory duties imposed on 570 items during Q2FY18, and central bank’s imposition of cash margin 

requirement in the case of several imports including motor vehicles, cellular phones, cosmetics, personal 

care, electrical and home appliances, cigarettes, and jewelry. The impact of falling value of Pakistani 

rupee against US dollar and other major currencies is just starting to contribute to slowdown in imports 

at the tail end of Q1FY19.  

 

Imports from China could see an increase on account of recent offer by China to provide USD 1 billion 

duty free facility to Pakistan’s exports.55 The imported content in these manufactured exports stands 

above 50% according to studies by the central bank. Pakistan will also be expected to give additional 

preferences to China vis-à-vis other trading partners during the next phases of bilateral FTA negotiation. 

 

  

                                                           
55 Jul-Oct FY19: Trade gap narrows to $11.8b as imports stay static. The Express Tribune, November 10, 2018. Web: 

https://tribune.com.pk/story/1844086/2-jul-oct-fy19-trade-gap-narrows-11-8b-imports-stay-static/. Accessed on: November 

16, 2018.  

https://tribune.com.pk/story/1844086/2-jul-oct-fy19-trade-gap-narrows-11-8b-imports-stay-static/
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6. Regional Trade Update 
 

South Asia: Pakistan’s total trade with South Asia stood at USD 1.1 billion for Q1FY19 with exports 

reaching USD 664 million. This represents an increase of 7.5% in the overall trade and 0.1% in exports 

if compared with Q1FY18. The imports from South Asian countries were recorded at $435 million for 

Q1FY19 which represents 21.2% increase if compared with Q1FY18.   

 

Pakistan’s exports to Bangladesh, Maldives, Nepal, and Sri Lanka witnessed an increase while a decrease 

was observed for Afghanistan and India. Nevertheless in value terms Afghanistan remained the largest 

recipient of Pakistani exports during Q1FY19 followed by Bangladesh and India (Table 8). Except from 

Sri Lanka, imports from all South Asian countries saw an increase.56 The value of imports from India 

remained the highest vis-à-vis other South Asian countries at $364 million which is an increase of 17.5% 

over the same period in FY19.  

 
Table 8: Pakistan’s Trade with South Asia (USD ‘000) 

Country 
Q1 FY19 Q1 FY18 Delta Change (%) 

(A) (B) (A-B)  

Afghanistan 

Exports (to Afghanistan) 300,215 317,552 -17,337 -5.5 

Imports (from Afghanistan) 41,737 20,584 21,153 102.8 

Bangladesh 

Exports 175,148 156,461 18,687 11.9 

Imports 15,229 11,297 3931 34.8 

India 

Exports 102,725 114,385 -11,660 -10.2 

Imports 364,879 310,424 54,455 17.5 

Maldives 

Exports 1,651 1,455 195 13.4 

Imports 181 1 180 16469.3 

Nepal 

Exports 1,425 480 945 196.7 

Imports 129 88 42 47.5 

Sri Lanka 

Exports 83,110 73,317 9,793 13.4 

Imports 12,548 16,318 -3770 -23.1 

Source: State Bank of Pakistan 

                                                           
56 The data for Bhutan is not available with the team.  
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Afghanistan: Pakistan’s two-way trade with Afghanistan increased by 1.1% during Q1FY19 compared 

with the same period during FY18. The trade balance remained in favour of Pakistan. While Pakistan’s 

exports to Afghanistan declined by 5.5%, the imports from Afghanistan increased from USD 20.6 million 

in Q1FY18 to USD 41.7 million in Q1FY19, which is a 103% increase. Following the pattern in the 

previous quarter, Pakistan’s exports to Afghanistan included vegetable products (including cereals), 

sugar and confectionary, cement and related construction material, fruits, animal and vegetable fats and 

oil, dairy products, medical, surgical and pharmaceutical products, and petroleum. Major imports from 

Afghanistan were vegetables, cotton, fruits, minerals, hides and skins, wood, carpets, and iron ore.  

 

The working group on economic cooperation constituted after a meeting between Afghan President, 

Mr. Ashraf Ghani and Pakistan’s former Prime Minister, Mr. Shahid Khaqan Abbasi, in March 2018 has 

offered recommendations to boost economic cooperation. However complete implementation of these 

recommendations will depend upon restoration of Joint Economic Commission process. The 

Commission hasn’t met since 2015.  

  

Bangladesh:  Pakistan’s two-way trade with Bangladesh increased by 13.5% during Q1FY19 compared 

with the previous corresponding period. The trade balance was in favour of Pakistan during the period 

under consideration. The trade balance saw an improvement of USD 14.7 million in Q1FY19. Pakistan’s 

exports to Bangladesh comprised of cotton yarn and woven cotton fabric products. Major imports from 

Bangladesh were tea, woven cotton fabrics, jute, other textile fibers, and chemicals.  

 

The Bangladesh High Commissioner to Pakistan recently visited Pakistan Sports Goods Manufacturers 

and Exporters Association (PSGMEA) in Sialkot. He informed the business community of bright chances 

for expanding exports from Sialkot in items such as sports goods, surgical instruments, leather products, 

gloves, textiles items, sportswear, martial arts uniforms and accessories, musical instruments, kitchen 

ware, hollow ware, knives, and cutlery items. The PSGMEA representatives demanded more liberal 

business-to-business ties between both countries.  

 

India: India remained Pakistan’s largest trading partner in South Asia with a two-way trade standing at 

USD 467 million during Q1FY19. Pakistan’s two-way trade with India increased by 10.1% during Q1FY19 

compared with the previous corresponding period. The trade balance was in favor of India during the 

period. The trade balance saw an improvement in favor of India of USD 66 million.  

 

During this quarter, Pakistan exported minerals, textile and clothing, hides and skins, and vegetable 

products to India while it imported cotton, cyclic hydrocarbons, polymers, heterocyclic compounds 

with nitrogen hetero-atoms, polycarboxylic acids and anhydrides, ferroalloys, odoriferous mixtures, 

synthetic organic coloring matter, and vegetables. Table 9 provides information on top imports during 

July-April FY18.  
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Table 9: Imports from India (July-Apr FY18) 

S.No Product USD ‘000 

1 5201 Cotton, Not Carded Or Combed 264,530 

2 5205 Cotton Yarn not for Sewing Cotton more than 85%  229,057 

3 2902 Cyclic Hydrocarbons 85,679 

4 3204 Synthetic Organic Coloring Matter 66,127 

5 3902 Polymers of Propylene or other Olefins 56,179 

6 7202 Ferroalloys 46,326 

7 2933 Heterocyclic Compounds  34,279 

8 2917 Polycarboxylic Acids and Anhydrides  32,247 

9 3302 Odoriferous Mixtures as Raw Materials for Industry 22,626 

10 7130 Leguminous Vegetables, Dried Shelled 21,205 

Source: State Bank of Pakistan 

 

Sri Lanka: Pakistan’s two-way trade with Sri Lanka increased by 6.7% during Q1FY19 

compared with the previous corresponding period. The trade balance was in favour of 

Pakistan during the period. The trade balance saw an improvement of USD 13.6 million in 

Q1FY19. Pakistan mainly exported ready-made garments (including cotton-based clothing, 

bed wear, trousers, silk and synthetic textile), cement and pharmaceuticals while it imported 

tea, coconuts, charcoal from wood, paper-based products, finished rubber items, and betel 

leaves from Sri Lanka.  

 

Central Asia 

In the case of Central Asia, the largest increase (percentage terms) in Pakistan’s exports to 

Central Asia was seen in the case of Kazakhstan. In value terms also, Kazakhstan remained 

the largest destination for Pakistan’s exports (see Table 10). 

 
Table 10: Pakistan’s Trade with Central Asia (USD ‘000) 

Country 
Q1 FY19 

(A) 

Q1 FY18 

(B) 

Delta 

(A-B) 
Change (%) 

Kazakhstan 

Exports (to Kazakhstan) 18234 8,143 10,091 123.9 

Imports (from Kazakhstan) 445 223 222 100 

Kyrgyzstan 

Exports 208 104 104 100.4 

Imports 0 0 0 0 

Tajikistan 

Exports 498 266 232 87.2 

Imports 214 1178 -965 -81.9 
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Country 
Q1 FY19 

(A) 

Q1 FY18 

(B) 

Delta 

(A-B) 
Change (%) 

Turkmenistan 

Exports 145 501 -356 -71 

Imports 2,218 501 1,717 342.60 

Uzbekistan 

Exports 1,553 1,210 343 28.4 

Imports 1,522 68 1454 2138.2 

Source: State Bank of Pakistan 

 

Kazakhstan: Pakistan’s two-way trade with Kazakhstan increased by 123.3% during Q1FY19 compared 

with the Q1FY18. The trade balance was in favor of Pakistan during the quarter. The trade balance saw 

an increase of USD 9.9 million in Q1FY19. Pakistan exported rice, medical equipment and medicaments. 

Pakistan’s imports from Kazakhstan included ferrous metals. 

 

Tajikistan: Pakistan’s two-way trade with Tajikistan declined by 50.7% during Q1FY19 compared with 

Q1FY18. The trade balance was in favour of Pakistan. Pakistan’s exports to Tajikistan included sugar 

and confectionary, medical, surgical and pharmaceutical items, dairy products, rice, and construction 

material. Many of the agriculture and food items have seasonal demand which partially explains a decline 

in exports during this quarter. Major imports from Tajikistan included chemicals. 

 

Tajikistan’s Ambassador to Pakistan has recently met with local business leaders and invited them to 

step up the marketing efforts so that increased demand of sugar, textiles, cement, sports goods, surgical 

instruments, pharmaceuticals and leather products can be met by Pakistani manufacturers. Tajikistan 

also plans to start a direct flight between Dushanbe and Lahore.57  

 

Turkmenistan:  Pakistan’s two-way trade with Turkmenistan increased by 136% during Q1FY19 

compared with Q1FY18. The trade balance was in favour of Turkmenistan and stood at $2.1 million for 

Q1FY19. Pakistan’s exports to Turkmenistan mainly included cereals, animal or vegetable fats and oil; 

pyrotechnic products, matches, pyrophoric alloys and other combustible preparations; vegetable textile 

fibres; paper yarn and woven fabrics of paper yarn; oil seeds and oleaginous fruits; and worn clothing.  

 

Pakistan’s imports from Turkmenistan were plastering materials and plastic items. The Integrated Trade 

Program adopted at Central Asia Regional Economic Corridor (CAREC) programme Conference in 

Turkmenistan is expected to further boost bilateral trade.  

 

Uzbekistan: Pakistan’s two-way trade with Uzbekistan increased by 141% during Q1FY19 compared 

with the previous corresponding period. The trade balance was in favour of Uzbekistan during the 

period under consideration. Pakistan’s exports to Uzbekistan mainly included pharmaceutical products, 

                                                           
57 Tajikistan keen in promoting trade with Pakistan. The News, November 16, 2018. Web: 

https://www.thenews.com.pk/print/392405-tajikistan-keen-in-promoting-trade-with-pakistan, accessed on November 16, 

2018.  

https://www.thenews.com.pk/print/392405-tajikistan-keen-in-promoting-trade-with-pakistan
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cutlery items, and mechanical appliances. Major imports from Uzbekistan included plastic items and 

mechanical appliances. 

 

Recently Ambassador of Uzbekistan to Pakistan informed Islamabad Chamber of Commerce and 

Industry that BMP Trade Group of Uzbekistan is now looking for partners in Pakistan and during a 

recent visit has explored various trade and investment proposals. Similarly it was highlighted that several 

Pakistani business groups including Hashoo Group have expanded their presence in Uzbekistan.  

 

The Uzbek government has already expressed to desire to move towards a Trilateral Trade 

Commission between Afghanistan, Pakistan and Uzbekistan to promote trade, logistics and investment 

ties. Prospects for improved connectivity between the two countries would be beneficial for the region. 

Uzbekistan has an operational railway line up to Mazar Sharif in Afghanistan and wishes to extend it to 

Torkham in Pakistan. As regards air connectivity, there are direct flights between Lahore and Tashkent 

twice every week, however Uzbekistan has expressed the desire to also have direct flights from 

Islamabad and Karachi.58  

 

  

                                                           
58 Uzbek trade group seeks partners in Pakistan. The Nation, November 16, 2018. Web: https://nation.com.pk/16-Nov-

2018/uzbek-trade-group-seeks-partners-in-pakistan, Accessed on November 16, 2018.  

https://nation.com.pk/16-Nov-2018/uzbek-trade-group-seeks-partners-in-pakistan
https://nation.com.pk/16-Nov-2018/uzbek-trade-group-seeks-partners-in-pakistan


 

26 

7. Special Section: National Tariff Policy 
 

For the third issue of Pakistan Quarterly Trade Bulletin, SDPI team reached out to both, public and 

private sector representatives to solicit their views regarding the under formulation National Tariff 

Policy. We are very grateful for technical inputs from Ms. Roubina Ather, National Tariff Commission, 

Mr. Rizwan Bashir Kaliyar and Mr. Fareed Iqbal, both from FBR. We are also grateful to Islamabad 

Chamber of Commerce and Industries and Rawalpindi Chamber of Commerce and Industries, and their 

former Presidents, Mr. Shaban Khalid and Dr. Shimail Daud respectively for their technical inputs in this 

feature.   

 

Current Status of National Tariff Policy   

The Ministry of Commerce (MoC) and National Tariff Commission (NTC) have shared a draft National 

Tariff Policy during FY18. The objective here is to make Pakistan’s exports competitive, help 

diversification of exports, and help small and medium enterprises to become part of the global and 

regional value chains. The revised tariff structure is expected to bring about greater efficiency in 

production, and improve predictability and transparency around tariffs. The tariff policy is expected to 

be a key component with in the overall Strategic Trade Policy Framework (STPF) under formulation at 

the MoC.  

 

The policy is pending approval due to the change of government and new policy direction provided by 

the government of PTI. This has also allowed MoC greater time for more inclusive consultations. As 

Pakistan aims for revival of manufacturing industries, there are voices from certain segments informing 

us regarding Pakistan’s tariffs and para tariffs being one of the highest in the region. The raw materials 

which face high tariff rates, duties and taxes increase cost of doing business which in turn makes them 

uncompetitive in price terms vis-à-vis their competitors. It is worth considering the tariffs of countries 

which are regarded as Pakistan’s competitors. This consideration should not only be for the zero-rated 

export-oriented industries but across the board so that new activities can emerge as exporting sectors. 

Since 2007 Bangladesh and Vietnam reduced tariffs on imports by 51 and 72% respectively. In the case 

of Pakistan however the tariffs on imports increased by 11%.59  

 

Approach to Tariff Policy  

The draft National Tariff Policy proposes to gradually reduce tariffs in the next 5 years. This will also 

address concerns of some manufacturing sectors who believe that they require time to stand back on 

their feet and make capacity additions as they are now gradually coming out of the aftermath of almost 

a decade long power and gas shortage in the country.  

 

The MoC initially identified 484 tariff lines within the budget. Around 126 were recognized in the 

supplementary Finance Act. This implies that a first step towards operationalizing National Tariff Policy 

has been taken. The policy if approved will gradually bring down the duties on raw materials and 

                                                           
59 For a basic understanding on economy-wide impacts of reduction in tariffs, see: Ahmed, Vaqar and C. O’ Donoghue 

(2010) Tariff Reduction in a Small Open Economy. Seoul Journal of Economics, vol.23, no.4, pp. 461-489.  
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machinery used by export-oriented industries. Four tariff slabs i.e. 5%, 10%, 15% and 20% will be used 

to promote intra-industry efficiency. To enhance value addition, the cascading of tariffs with progressive 

stages of manufacturing will be allowed.  

 

Steps are also being taken as part of this policy to reduce distortions. For example, the policy will merge 

the additional 1% duty imposed through SRO 1178(I)/2015 into regular structure of customs duties. 

The difference in rates of tariffs faced by the commercial importers and industrial users of machinery 

and raw material will be eliminated. This will lower the high cost of production faced by SMEs. A time 

bound protection to nascent industries will be considered for five years.  

 

MoC remains of the view that to prevent tariffs being used as a primary tool for revenue generation 

instrument for the government, the administrative powers to levy customs and regulatory duties may 

rest with the Federal Cabinet. The MoC can present the case to the Cabinet after consulting with FBR 

and NTC.60  

 

Perspectives from Skeptics 

According to some of our respondents a deeper analysis is still required to assess the ex-ante benefits 

of national tariff policy. An updated supply and use tables data along with economy-wide trade modeling 

techniques can provide important insights.61 Such exercise hasn’t been conducted by the Government 

of Pakistan. Some simulations were presented by the World Bank Group however local studies by local 

experts which can triangulate model-based results with qualitative information are required. It was 

advised that MoC may try to engage the policy thank thinks and academia for inputs.   

 

It was felt that unilateral reduction of tariff in some industries could hurt the local ouput. A reduction 

in tariffs may prove to be counterproductive and could also widen the trade deficit with key trading 

partners if supplementary reforms to bring down cost of doing business are not put in place. Skeptics 

believe that the real issue lies with low productivity of major export oriented sectors in Pakistan. For 

example, in some tariff lines, average tariff rate in Bangladesh is higher in comparison to Pakistan and 

still it has more exports in value terms vis-à-vis the latter due to lower cost structure.62  

 

The role of Ministry of Industry and Production in influencing tariff policy is missing. This ministry needs 

to conduct an industry-wise analysis before providing inputs for a forward-looking trade policy. This 

ministry will also need to identify those supply-side constraints, including high cost of energy and other 

utilities which could neutralize the tariff policy reform. Furthermore, those export promotion schemes 

which could compliment the tariff policy need to be highlighted using a sector-specific approach. Finally, 

                                                           
60 See also possible reforms to improve coordination of long term trade policy in ‘Pakistan’s Agenda for Economic 

Reforms’, published by Oxford University Press, Karachi, 2017.  
61 As per the OECD definition, these tables provide data by industry with breakdown by product. They are computed at 

both purchasers and basic prices, and contain complementary information on trade and transport margins and taxes and 

subsidies on products. 
62 See also, Batool, S. and V. Ahmed (2014) Trading with India: Lessons Pakistan must learn from Bangladesh and Sri Lanka. 

Criterion Quarterly, Vol 9 No 4.    
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this ministry also needs to work with the Board of Investments at the federal and provincial levels to 

determine how national tariff policy could bring benefits for the priority SEZs.63  

 

Finally, there needs to be a debate if an industrial policy is still required. We do have a de facto industrial 

policy which allows duty draw back. Refunds of all inputs of exporters have been allowed.64 Commercial 

exporterss, SMEs and manufacturers of export-oriented products are allowed to procure machinery 

and raw materials through duty free access. Commercial exporters are allowed import of raw material. 

However, such de facto industrial policy measures may be inadequate if Pakistan’s goal is to integrate its 

manufacturing industries in the global supply chains.  

 

Furthermore, such measures at federal level often conflict with industry-specific policies by the 

provincial government. There is a need for a national vision on industrial future of Pakistan, taking into 

account ambitions of private sector, provincial governments and at the same time looking in to new and 

emerging areas such as artificial intelligence and industry 4.0 concepts. In this regard services of 

Pakistan’s academic diaspora can be requested.65   

 

Integrating Tariff Policy and STPF 

The certainty around tariff policy has been a long standing demand by the private sector. One of the 

ways through which long term policy direction could be provided on tariffs is through STPF. This to 

some extent will also help deviations seen in almost every federal budget where tariff structures are 

often prone to changes and hurt long term investment decisions by the private sector. While MoC is 

holding stakeholder dialogue on tariff policy, however ultimately these inputs by stakeholders and 

decisions by the MoC become part of the STPF, soon to be announced by the government. Some 

participants in the recent dialogues have hinted towards lack of scientific rigor in the case put forward 

by the MoC for long term trade policy. Such reservations can be addressed by scientifically estimating 

the gains and losses by sector. 

 

It is important that any tariff policy takes into account the recent changes in sectoral policies. For 

example, we already have a medium term auto sector development policy. Similarly there are policy 

provisions on agriculture and livestock by federal and provincial governments. In the energy sector, 

current government is formulating a new power policy. Planning Commission has embarked on the 

formulation of 12th Five Year Development plan and provincial governments have also committed to 

expediting the formulation of their own five-year growth and development strategies. The tariff policy 

if carefully integrated with sectoral policies can strongly complement several of the objectives of supply-

side reforms in Pakistan (e.g. promoting greater competition in the energy sector).   

 

                                                           
63 Sahar Hussain argues the need for a broad based debate on the future of industrial policy in Pakistan, see: Hussain, S. and 

V. Ahmed (2011) Experiments with industrial policy: The Case of Pakistan. Working paper no. 124, Sustainable 

Development Policy Institute.  
64 However the perspective from exporters was that such refunds are of little use as they are not processed on time.  
65 See also, ‘Can academic diaspora help Pakistan?’ The News, June 3, 2018. Web: http://tns.thenews.com.pk/can-academic-

diaspora-help-pakistan/#.W_D03OgzY2w, accessed on November 18, 2018.  

http://tns.thenews.com.pk/can-academic-diaspora-help-pakistan/#.W_D03OgzY2w
http://tns.thenews.com.pk/can-academic-diaspora-help-pakistan/#.W_D03OgzY2w
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It will be important to have capacities in offices which will have the responsibility of implementing tariff 

policy. A working group comprising of officials from MoC, NTC, FBR, SBP and sectoral ministries 

including Ministry of Industries and Production could be one option. The other option could be to have 

a quarterly review of tariff policy during the meetings of Cabinet Committee on Exports and Production.  

  

Tariff Policy, FTAs and Way Forward 

Pakistan is also pursuing trade diplomacy agenda with various trading partners. While the existing FTAs 

continue to be reviewed and renegotiated as per their schedule, there are also new trading partners 

with whom MoC has entered into FTA negotiations e.g. Thailand, Turkey and South Korea. It is 

important that a long term tariff policy takes into account possible current and future demands of these 

trading partner countries. For this purpose one of the suggestions received by SDPI team was to 

recommend MoC for sharing draft tariff policy with current and prospective trading partners and seek 

their formal inputs through their embassies in Islamabad. Finally it is important to understand that tariff 

policy alone cannot address the woes of Pakistani exporters. Ultimately this policy will only deliver if 

prices of inputs particularly energy and cost of credit comes down over time. Expediting the ongoing 

trade facilitation initiatives around National Single Window could also compliment the tariff policy goals. 

 

 

For comments and suggestions, please contact Wasif Naqvi: wasif@sdpi.org   

The previous issues of Pakistan Quarterly Trade Bulletin can be accessed at www.sdpi.org  
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