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Pakistan’s Finance Minister-designate, Asad Umar, is quite worried about the unfolding external sector 
developments and rightly so. In interviews with the media, he has stated that the nation’s financing gap is 
somewhere between dollar 10 billion and dollar 12 billion, though the new government would need a bit 
extra so it does not “live on the edge”. “The decision needs to be taken in the next six weeks, the further 
you go forward the more difficult, the more expensive the options become,” he remarked. Pakistan could 
turn to the IMF, friendly countries and issue ‘diaspora’ bonds to bolster the depleting reserves of the 
country. However, Asad revealed that his party had not spoken to the potential lenders as yet and no 
formal work could be started until the new government was formed. The amount of Chinese loans given 
to Pakistan over the last 13 months was close to the IMF’s last bailout package of dollar 6.6 billion. Asad 
Umar promised that he would bring more transparency to the more than dollar 60 billion Belt and Road 
infrastructure projects. Responding to US Secretary of State Mike Pompeo’s remarks, the Finance 
Minister-designate said that “one friendly advice to the Americans, we will worry about our Chinese debt, 
but I think they better handle their own Chinese debt first.” Another revelation was that Tehreek-e-Insaf 
won’t attempt to privatise Pakistan’s bloated and loss-making state companies such as PIA and PSM but 
these firms would be shifted to a wealth fund to remove them from political interference. The government 
may have to take over some of PIA’s debt to start the airline’s turnaround.  
 
We feel satisfied from the remarks of Asad Umar that he is aware of the most burning issue of the country 
and prepared to give utmost attention to it. The problem staring the country in the face is how to manage 
cash flow in our external sector, particularly in the immediate and short-term, because of the massive 
borrowings by the previous government. The PML(N) government borrowed around dollar 13.1 billion 
from China as loans during its five-year tenure (2013-18). This amount was not part of disbursements 
under the CPEC. The PML(N) government received dollar 6.3 billion as Balance of Payments (BoP) 
support and an additional dollar 4.8 billion under the head of external resources in the budget documents. 
Miftah Ismail also negotiated loans of dollar 2 billion with China during the last few weeks of PML(N) 
tenure, of which dollar 1 billion have been disbursed to SBP accounts. Foreign exchange reserves of the 
country have slumped so low in the recent past, as a result of the widening current account deficit, that 
Pakistani authorities, besides seeking vast amounts of loans from China, were constrained to devalue the 
Rupee four times since December and hike policy rate. Moody’s Investors Services also downgraded the 
nation’s outlook to negative, citing the nation’s worsening finances.  
 
Keeping in view the constant deterioration in the Balance of Payments, it is imperative that we address 
the root of the problem. Instead of seeking more and more loans, it will be better, in our view, to seek a 
moratorium or deferment of repayments and interest on loans from China, including debt totted up under 
the CPEC and deferred payment facility from suppliers of our oil and petroleum products imports as oil 
prices are on the ascent. Curtailing imports and expenditure to the minimum, a herculean exercise in 
itself, though necessary, has its own limitations because of our expenditure profile that is tilted heavily 
towards debt repayments and servicing and, defence. However, there is ample room to cut wasteful 
expenditure, trim the size of the federal government, a doable after the 18th Amendment, and should be 
done. The PTI should devise a strategy to attract a higher level of remittances from expatriates through a 
variety of measures, including employing Imran’s immense esteem and goodwill capital that he enjoys 
amongst the Pakistani diaspora. We realise that foreign loans may be essential in the short-run but 



reliance on borrowing alone is not an option. Asad does deserve a lot of praise for his bold riposte to the 
US Secretary of State regarding US reservations on a possible IMF loan to Pakistan, but he must not lose 
sight of the fact that it is very difficult to get a facility from the Fund if the US is opposed to a recipient 
country, for whatever reasons, due to its overwhelming quota in the Fund. 
 


