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          20th December, 2018 

 
Current account deficit falls by 10pc, but underlying trends betray weakness  
KARACHI: The current account deficit (CAD) for the first five months of the fiscal year fell by $722 
million, or 10.6 per cent, from the same period last year even as the trade gap in goods for the same period 
widened by $606m. 
 
The CAD came in at $6.09 billion in the period between July and November, where it was at $6.812bn in 
the same period last year. 
 
The news comes as the government struggles to shore up its external position amid falling reserves and 
rising debt. But the underlying data shows worrying signs of a reversal. 
 
Exports rose by a nominal $27m while imports jumped by $633m in the same period compared to last year, 
pushing up the trade deficit to $1.289bn till November. 
 
Some support came from trade in services, where exports were largely stagnant but imports fell by $755m, 
causing the deficit in trade in services to fall by $785m in the period. 
 
    Large drop in import of services; trade deficit in goods jumps 
 
As a result, the overall deficit in trade of goods and services fell by $179m. 
 
Export of goods forms an essential component of Pakistan’s current account, and here the jump in the trade 
deficit comes despite falling oil prices and a large depreciation in the exchange rate, coupled with the 
government’s efforts to subsidise the price of gas for key ‘export oriented industries’. 
 
Monthly trends showed that the improvement that has been underway in the external sector since the start of 
the fiscal year may have hit a plateau. Workers remittances and exports - two pillars of Pakistan’s external 
account - both showed declines from October to November. 
 
Exports fell by $200m between October and November, coming in at $1.895bn while remittances have 
dropped by almost $400m in the same period as reported earlier. Likewise, the balance on secondary income 
showed a marginal increase of $525m, while the month on month trend between October and November was 
also downward, declining by $230m. 
 
The CAD is central to the government’s efforts to arrest the erosion of the foreign exchange reserves that 
have fallen to less than 2 months of import cover. 
 
Last week two separate credit rating agencies warned about Pakistan’s declining reserves and rising debt 
levels, with one of them - Fitch - downgrading Pakistan’s rating. 
 
The government is in advanced talks with the IMF for a program to help build reserves, while its senior 
leadership from the finance minister to the Prime Minister himself, is sending out a message that they wish 
to provide whatever support exporters require. 
 
The declining CAD comes as good news in the midst of these efforts, but it is uncertain whether the 
underlying trends will carry the day.     
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