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FDI decline 
According to data released by the State Bank of Pakistan (SBP), foreign direct investment (FDI) declined by 
35 percent during the first five months of the current fiscal year compared to the comparable period of the 
year before (from 1.359 billion dollars to 881 million dollars), while FDI increased by 17 percent in 
November 2018 when compared to November 2017 - from 239.5 million dollars to 280 million dollars. 
Political affiliations would naturally determine which statistic is quoted - those opposed to the government 
would point to the five-month decline in FDI while its supporters would focus on the November data. As the 
impact on market perceptions of a new administration is linked to its policies with a usual time lag between 
policy and implementation the government may legitimately claim that the November data is more relevant 
as it shows that the tide has begun to turn. Additionally, they would point out that Imran Khan took oath on 
18 August and hence data pertaining to July and nearly three weeks of August cannot be taken to reflect his 
administration's performance. 
 
The bulk of FDI inflows into Pakistan during the previous administration were associated with the China 
Pakistan Economic Corridor (CPEC). And recent data released by the Ministry of Planning, Development 
and Reforms shows that progress slowed down considerably since the PTI-led government was installed. 
The reasons for this range from different priorities of the current administration from its predecessor (more 
focus on social sectors and agriculture as opposed to physical infrastructure development), the paucity of 
funds that compelled Finance Minister Asad Umer to slash development expenditure in the supplementary 
budget he presented in parliament with an obvious negative impact on the pace of CPEC projects and last, 
but not least, the pressure due to the general global perception that One Belt One Road, of which CPEC is a 
small component, is increasing indebtedness of recipient countries. Additionally, some countries like 
Malaysia and Sri Lanka have also challenged the projects approved under the CPEC by their former 
administrations claiming an element of corruption/bribes received for approval. 
 
It is also relevant to note that the inflows for November last year were revised at 239.5 million dollars while 
the results for November this year are provisional estimates at 280 million dollars. The outflows for 
November last year were estimated at 120.8 million dollars declining to provisional estimates of 104.6 
million dollars for the comparable period of this year - a decline that may well reflect lower productivity and 
therefore lower profits, a disturbing trend to say the least. Foreign public investment was zero in November 
last year and remained zero in November this year however it was 49.6 million dollars in July-November 
2017 while it is provisionally estimated at 0.1 million dollars in the comparable period of this year. Total 
foreign investment (FDI and portfolio investment) as per the SBP is estimated at 1209.6 million dollars in 
July-November 2017 compared to just 550.1 million dollars in the comparable period of this year (a decline 
of 659.5 million dollars in absolute terms and in percentage terms 54.5). Again this should be a source of 
concern. 
 
Prime Minister Imran Khan has already directed his team to identify incentives for wealth creation, by both 
local and foreign investors, and time and again mentioned his meetings with senior executives of 
multinational companies who have indicated a desire to invest in Pakistan. One would hope that his efforts 
bear fruit but he must understand that irrespective of charges of corruption and receiving kickbacks on 
senior leadership of previous administrations the fact remains that they did proactively engage in luring FDI 
into the country but failed not only because of internal factors notably flawed tax structure, red-tapism, 
political uncertainty but also because it required competing with the developed and developing countries of 
the world. In other words the challenges are great but not insurmountable and one would wish every success 
to the endeavours of the current administration in luring investment into the country. 
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