
 
 
 

 
Fifteen billion dollars a year 
Page No.20 Col No.03 
Some news, the outflow of 15 billion dollars during the outgoing year reported to the Supreme Court by 
the Committee headed by Governor State Bank. There is no reason to doubt the authenticity of this figure 
as it pertains only to money sent out through banking channels. Banks have a pretty straightforward 
system to record outward remittances that they regularly report to the State Bank. 
 
This outflow is almost equal to the total FX reserves held in the country. It represents almost half of our 
trade deficit. Cumulatively, over a three year period (it can be safely assumed this quantum of outflow has 
been there for some years), it almost equals the sum total of 'game changing' CPEC investments. It is 
more than seven times the annual inflows under the last IMF facility. 
 
Seen in this context the 'news' must be quite startling to policymakers; more so to those who look over the 
policymakers' shoulders. To rush to judgement - now we know the culprit responsible for all our external 
sector woes - was a natural consequence. We may not always believe the headline news, but it can't be 
fake news if it comes out of the hallowed halls of the ultimate dispenser of truth and justice. 
 
We would have of course felt more enlightened if we had access to the break-up (how much, for what 
purpose) of the amounts sent abroad. Every time you make a remittance abroad you have to provide 
reasons. Was the entire amount sent for 'family support'? Or did it include more legitimate reasons 
(healthcare, education, participation in professional events, repayment of loans etc.) as well? The 
Committee's report could also have been more helpful had it included the number of persons who sent 
money abroad, and if any attempt was made by the Financial Monitoring Unit to check the antecedents of 
those who sent money abroad on a regular basis. 
 
We do not know if the Governor was given enough time to explain to the court the extent to which this 
flight of dollars impacted our reserves position. At least to us, the less informed, it should have no bearing 
on our reserves position. The dollars that flew out did not come from the SBP kitty but were brought into 
the country by SBP's authorized dealers under rules framed by the SBP itself. In other words, what went 
abroad came from abroad. 
 
A more robust argument could be that the 'free-for-all' regime of purchasing dollars from open market put 
the dollar-rupee parity rates under stress, obliging SBP todip intoits own reserves to protect the rupee. 
We have two difficulties with this argument. First, there is no information in the public domain of the 
amount of SBP dollars 'lost' to check market volatility (a standard function of all central banks). It is this 
number - dollars consumed to support the rupee - and not 15 billion dollars that the court ought to have 
focused on. 
 
Second, isn't SBP directly complicit? It fixes the interbank rate, and also has the 'power' to control the 
open market/interbank differential. After all, what magic wand did Dar have to bring open market rates 
down, almost at will? Indeed, by letting the rupee slide, arguably for unavoidable reasons, SBP 
unwittingly brought it under pressure, especially by not always coming out with a timely and well-
reasoned justification or roadmap. 
 
There is nothing wrong with allowing people to transfer their funds abroad. There can be sound personal 
and business reasons for doing so. It could make your capital grow if the opportunities abroad are more 
attractive. The only checks should be that the money is legit, and it is not used for illegal purposes. That 



is where we find the banks a little lax in their due diligence obligations. That is where we find the watch 
dog - in our case FMU (Financial Monitoring Unit) - sleeping on the job. This is where the Court should 
have been more inquisitive. 
 
What we need to target is an environment that induces people to bring their capital (and profit) back. This 
would require sound taxation policies and giving people the confidence that they can take their money out 
when needed. Admittedly a tall order but at least the Court could have made a beginning by trying to 
unearth the underlying problem: what forces people to 'buy insurance' by parking a certain percentage of 
their assets abroad. 
 
If the FATF has reservations (something we are defending today in Paris) it is not because of the outflow 
of dollars. It is because of our 'no-questions-asked' practices with regard to transfer of funds that 
effectively negate our otherwise stringent Anti-money laundering and countering financing of terrorism 
laws (AML/CFT). 
 
Outflow of huge sums, maybe invested in real estate abroad, is disturbing but is it the real problem? 
Focusing on it takes the eye off 'mother of all evil': the ease with which income can be concealed and the 
complicity or the helplessness of the tax machinery. We have come to accept 'Black money' as a given; 
cancerous, but something that we have learnt to live with. 
 
The general impression that has been created is PERA (protection of economic reforms act), FCAPO 
(Foreign Currency Accounts Protection Ordinance), and the corresponding provisions of Income Tax law 
tied the hands of the authorities and prevented them from doing anything to stem the rot. This is 
erroneous. If these laws, claimed to have been introduced by 'politicians' to serve their own nefarious 
designs, were indeed pernicious what prevented the Musharraf regime from undoing them? Indeed, 
FCAPO 2001 was introduced(to strengthen PERA) during Musharraf's time! 
 
There is nothing fundamentally wrong with these laws. Similar facilities exist elsewhere. The emphasis 
there, as it should be here, is on tax evasion and not the flow of money per se. Now that PERA et al have 
been amended can we say with conviction that the menace of tax evasion has been sufficiently 
addressed? Or have we merely choked one outlet? 
 
To us whether the Amnesty is a bang or a whimper is of little consequence - it will only tell us the extent 
to which the bite of foreign jurisdictions prevailed over the bark of FBR. What matters is if it will translate 
into greater (direct) tax revenues. We will find out next year. 
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