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EXTERNAL FINANCING GAP SANS IMF AID TO BE AS HIGH AS $18BN: PASHA  
 
ZAHEER ABBASI  
 
ISLAMABAD: Pakistan’s external financing gap for 2018-19 with business as usual and 
without International Monetary Fund assistance will be as high as $18 billion (and not $12 
billion as indicated by the Finance Minister-designate Asad Umar).  
 
This was stated by former finance minister Dr Hafiz Pasha while speaking at Aaj TV 
programme ‘Paisa Bolta Hai’ with Anjum Ibrahim.  
 
Former Finance Minister said that the total external financing requirement was $ 24 billion 
last fiscal year which led to erosion of $6 billion in the foreign exchange reserves. The 
government was compelled to borrow or swap $15 billion despite nearly $3 billion 
contribution by foreign direct investment (FDI). The borrowing also included $2.5 billion 
raised by issuing bonds in December 2017 and $4 billion from Chinese commercial banks. 
However, this year we do not have the cushion anymore of relatively large foreign exchange 
reserves.  
 
Dr Pasha stated that Pakistan’s total external financing requirement for 2018-19 is as high as 
$31 billion including: (i) current account deficit projected at $21 billion for 2018-19; and (ii) 
up to $10 billion in loan repayment liabilities.  
 
He added that the current account deficit projection for the on-going fiscal year is based on 
existing trend and any fluctuation in oil prices in the international market will change the 
estimate as well. Also, loan repayments will increase rapidly this year with commencement 
of the repayment of the previous loan from the IMF, maturing of a Sukuk bond of $1 billion 
and repayment of the large commercial loans taken last year.  
 
In the event Pakistan goes on its own, with reserves not even adequate to provide two months 
import cover, then multilateral agencies like the World Bank and the ADB could stop funding 
to Pakistan. Also, flotation of Sukuk/Euro bonds in the international capital market will be 
very difficult. Therefore, the flows that can be expected are FDI of about $ 3 billion, $ 5 
billion from China, up to $ 4 billion of short-term financing and $ 1 billion from bilateral 
sources. This adds up to $13 billion. As such, with an external financing requirement of $ 31 
billion, the financing gap will be $ 18 billion.  
 
Clearly, strong measures will have to be taken to bring down the current account deficit, float 
diaspora bonds, try and get back illicit money held abroad and seek even more assistance 
from friends. However, closing the gap fully will be difficult.  
 
Pakistan’s going to the IMF has both positive and negative implications. On the positive side, 
the multilateral agencies will be induced to resume normal funding to Pakistan and there will 
be access to the international market for flotation of bonds. However, the Fund could ask for 
almost draconian measures to reduce the size of the current account and budget deficits. The 
likely scenario will include an effort to bring down the current account deficit from $ 21 to at 
least $ 15 billion, thereby reducing the external financing requirement from $ 31 to $ 25 
billion. The financing could then be up to $ 6 billion directly from the IMF, $ 3 billion or 
more from the multilaterals, $ 3 billion from flotation of bonds and up to $ 9 billion from the 



Page 2 of 2 
 

usual sources. This still leaves a residual gap of $ 4 million to be filled by unconventional 
sources.  
 
He said a condition for the new Programme with the IMF may be to fulfill commitments not 
honored by the previous government under the $6.4 billion Extended Fund Facility (EFF). 
This includes the privatization of PIA and three Discos. 


