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           27th March, 2019 

 
 
Exchange rate mechanism: Questions raised about methodology 
International Monetary Fund (IMF) on Tuesday tested the "intent" of senior administration officials 
on their flexibility in the exchange rate mechanism, well-informed sources told Business Recorder. 
However, the authorities'' rerouted exchange rate related questions hurled by the visiting IMF 
Mission Chief for Pakistan Ernesto Ramirez Rigo with alternate arguments. 
 
IMF Mission Chief in a meeting with Prime Minister''s Advisor on Commerce, Textile, Industries 
and Production and Investment, Abdul Razak Dawood argued that a flexible exchange rate can boost 
exports which will also help reduce the trade deficit. Pakistan''s exports have shown a marginal 
increase in exports during the first eight months (July- Feb) 2018-19 in spite of a depreciation of 
around 35 percent however the trade deficit has declined due to a decline in imports as a 
consequence of an increase in import duties. 
 
Based on this data Razzak Dawood reportedly argued that Pakistan would curtail imports to reduce 
the trade deficit, and the government would support other measurers to reduce the trade deficit. 
 
"Our focus is on productivity, yield and upgradation of technology," the sources quoted Dawood as 
responding to the IMF Mission Chief. 
 
According to an official statement, Abdul Razak Dawood said that the government is working on 
National Tariff Policy (NTP) 2019-24, Industrial Policy and SME Policy which will be submitted for 
approval to the cabinet. 
 
The Advisor maintained that the National Tariff Policy will be beneficial for the country''s economy 
and pointed out that the World Bank and Asian Development Bank have already supported it. 
 
The Commerce Division''s statement quoted the IMF Mission Chief as saying that the ongoing 
policies are a good step towards economic reforms, but hoped that this process will continue. 
 
The sources said Advisor to Prime Minister informed the IMF Mission Chief that Pakistan is 
amending/renegotiating Free Trade Agreements (FTAs) with trading partners besides holding talks 
with Turkey and Thailand for preferential trade agreements. 
 
Commerce Ministry informed the Mission Chief that the government is focusing on increasing 
productively through different measures whereas the chapter of subsidy is being closed. The PM''s 
Adviser recently made it clear to the textile sector that there will be no subsidy, urging them to 
modernize their industry to better compete with other countries. 
 
The Mission was further informed that the government is also working on a new industrial and SME 
Policy aimed at providing incentives to industry for modernization which will lead to improved 
productively. With implementation on these policies, employment opportunities will be created, he 
added. 
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"The incumbent government''s main focus is on productivity, yield and upgradation," the sources 
quoted PM''s Adviser as informing the IMF Mission Chief. 
 
Insiders in the government state that IMF Mission Chief merely discussed the methodology behind 
the exchange rate regimen and did not dwell on any particular range of rates. 
 
A Press Release adds: Finance Minister Asad Umar met the IMF Mission Chief Ernesto Ramirez 
Rigohere on Tuesday. 
 
The minister and the mission chief discussed all issues including fiscal, monetary, structural reforms 
and energy sector, says a press release issued here. 
 
The minister briefed Ramirez Rigo about the steps taken by the government towards improving the 
economy of the country. The minister said that the structural reforms and other economic initiatives 
introduced by the government are yielding desired results. He said the government would continue to 
address the macroeconomic imbalances and would take necessary corrective measures in this regard. 
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