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Saudis to the rescue again 
Saudi Arabia has agreed to deposit 3 billion dollars for one year as balance of payment support, 
extended a one-year up to 3 billion dollar deferred payment facility for three years and confirmed 
interest in setting up an oil refinery in Pakistan, according to a statement issued by the Foreign 
Office. Crown Prince Muhammad Bin Salman during his meeting with Prime Minister Imran 
Khan agreed to reduce visa fees for Pakistani workers as well. The question is where does 
Pakistan stand in terms of need for foreign currency subsequent to this much appreciated Saudi 
assistance? 
 
The deferred oil facility up to 3 billion dollars implies that the import bill would be that much 
less each year for the next three years. Last fiscal year July-June 2017-18 Pakistan imported oil 
worth approximately 14 billion dollars, which reflected a rise of over 60 percent with higher 
quantity imports estimated at around 29 percent while the rest was attributed to a rise in the 
international price of oil. While the oil import bill would vary from month-to-month and year-to-
year depending on the quantity imported and the international price, yet it is relevant to note that 
Saudi Arabia accounted for around 3 billion dollars of imports last year or around a quarter of 
our oil import bill was sourced to the kingdom. The agreement therefore indicates that Saudi 
Arabia would allow almost the entire oil import bill, at current price of oil, to be deferred, an 
extremely positive offer which in turn would no doubt reduce the pressure on our foreign 
exchange reserves. 
 
The decision to allow 3 billion dollar direct injection for balance of payment support would 
further reduce the pressure on our scarce foreign exchange reserves that were estimated by the 
State Bank of Pakistan at an appallingly low 8 billion dollars, less than two months of imports. 
 
Saudi Arabia is also the largest source of remittance inflows though it declined to 308 million 
dollars last month compared to 465.6 million dollars the month before, however July-September 
remittances from Saudi Arabia have been estimated at 1.26 billion dollars compared to 1.2 
billion dollars in the comparable period of the year before. 
 
Pakistan's immediate foreign exchange needs were conservatively estimated at around 12 billion 
dollars thus the recent visit by Prime Minister Imran Khan to Saudi Arabia has halved this 
requirement, i.e., by 6 billion dollars. The Saudi assistance is not a grant and has to be repaid and 
is limited to this year - 3 billion dollars after one year and 3 billion dollars in deferred facility 
would have to be cleared before a fresh 3 billion dollar deferred oil facility may be used - 
nonetheless it does provide a much-needed breathing space required for the Khan administration. 
 
The successful negotiations with Saudi Arabia fuel optimism that Saudi ally, the UAE, may also 
follow suit, a major source of oil imports and remittance inflows for Pakistan. And perhaps 
China with more than 3 trillion dollar foreign exchange reserves may opt to meet the remaining 
shortfall in our foreign exchange reserves subsequent to the warning by US Secretary of State 



Mike Pompeo that the US would not support IMF extending a bailout package to Pakistan that 
would be used to pay off past Chinese loans - a warning that was more diplomatically taken up 
by the IMF managing Director Christine Lagarde who stated during the annual meeting that, "in 
whatever work we do, we need to have a complete understanding and absolute transparency 
about the nature, size, terms of the debt that is bearing on a particular country." 
 
To conclude, irrespective of what was stated by the Prime Minister while on the campaign trail 
and outlandish claims by the PML-N, economists were agreed that Pakistan had to borrow to pay 
off massive loans incurred during the past five years and shore up its dangerously low foreign 
exchange reserves. That the government has managed to do so at minimal cost (without any 
prohibitive conditionalities as well as in terms of the rate of interest charged on the loans as the 
IMF does not extend concessional loans) goes to its credit. However, the government would need 
to formulate and implement economic policies that are politically extremely challenging as well 
as economically sound which unfortunately has not been reflected in either the supplementary 
budget or indeed in an understanding of basic economic theory by members of its senior 
economic team (though there is an acute understanding of ensuring that the poor and the 
vulnerable remain unaffected by policy reforms). Perhaps the time has come to confront the 
problem head-on as any dilly dallying would only postpone the hour of reckoning and that too 
not for long. 
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