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             29th October, 2019 

 Editorial 
 
 
Debt limiting target unlikely to be met 
The Standing Committee on Finance declared the government’s debt strategy unrealistic after 
the panel was informed that an additional 14 billion dollars would be borrowed in the current 
year. In the memorandum on economic and financial policies signed with the IMF, Pakistan’s 
economic team noted the following: (i) 13.5 billion dollars pledge to roll over debt by 
friendly countries till end September 2022 – the scheduled end of the 6 billion dollar 
International Monetary Fund programme – China 6.3 billion dollars, Saudi Arabia 6.2 billion 
dollars and the UAE one billion dollars (though the one billion dollar disbursed by Qatar in 
June was naturally not included); and (ii) 4 billion dollars from multilaterals with World 
Bank’s pledge of 1.3 billion dollars, Asian Development Bank’s 1.6 billion dollars, Islamic 
Development Bank’s 1.1 billion dollars (with the IMF’s disbursements not included). The 
grand total was 17.5 billion dollars; however, with the addition of Qatar’s one billion dollars 
and the projected disbursements by the IMF the total would be around 19.5 billion dollars. 
 
In the table on projected disbursements to Pakistan the IMF noted that gross inflows during 
July-September 2019 would amount to 3,005 million dollars (including commercial 
borrowing of 700 million dollars), 5,029 million dollars was projected for the second quarter, 
6,557 million dollars for the third quarter and 4,809 million dollars for the final quarter of the 
current year (with commercial borrowing of around 1.3 billion dollars). This gives a grand 
total for 2019-20 of 19.4 billion dollars. Total commercial borrowing for the entire year was 
therefore estimated at 2 billion dollars. 
 
By June 2019, the Special Advisor to the Prime Minister on Finance Dr Hafeez Sheikh 
claimed that the ADB would disburse 2.1 billion dollars (instead of the 1.6 billion dollars 
pledged earlier and noted in the IMF documents on its website), and the World Bank had 
agreed to additional assistance for budgetary support (though he did not mention by how 
much). He gave a breakdown of external assistance claiming that 8.7 billion dollars had been 
lined up for project loans, 4.2 billion dollars programme loans (budget support) – an amount 
which would rise as the projected unrealistic revenue target set for the FBR fails to be met 
(and further adjusted for the rise, if any, in the budgeted expenditure), and 8 billion dollars in 
commercial loans. Thus by June, commercial loans were estimated at an additional 6 billion 
dollars in the current year from what is noted in the IMF documents. And the 14 billion 
dollars if procured from the commercial banking sector would imply that reliance on this 
source of expensive and short-term borrowing has risen by 6 billion dollars since the 
advisor’s June statement. The figure for commercial borrowing was around 321.5 million 
dollars, released during the first week of October for July-August. September figures are still 
awaited prompting independent economists to express concern that this may be a deliberate 
attempt to hide the actual picture. 
 
Outflows, the advisor had stated would amount to 11.8 billion dollars against last year’s total 
of 9.5 billion dollars. The question is whether there has been any upward adjustment in the 
outflows since that has compelled the government to raise its reliance on commercial 
borrowing. 
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During the standing committee meeting the Director General Debt Office stated that although 
high fiscal deficit for this and next fiscal year may need higher borrowing for the current 
fiscal year, the good news is that two-thirds of total financing needs of this fiscal year would 
come from external sources. It may be recalled that the then finance minister Ishaq Dar too 
changed the debt composition from domestic to foreign sources, arguing that with rates of 
return lower internationally than domestically he was actually cutting down the cost of 
payable debt. Dar artificially controlled the exchange rate to show favourable debt figures but 
with the market-based exchange rate mechanism in place since May this year, and with the 
State Bank of Pakistan’s perceived or real partiality towards an undervalued rupee coupled 
with exorbitantly high discount rate of 13.25 percent, it is unlikely that the Director General’s 
‘good news’ can be viewed positively by independent economists especially with heavier 
than ever reliance on commercial borrowing. 
 
In this newspaper’s view, therefore, it is imperative for the cabinet to revisit the debt strategy 
and rein in the proposed expenditure allocations for the current year especially while 
reviewing the revenue base given the low growth rates forecast for the IMF programme 
period. 


