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State-Bank-Governor-Kardar-Resigns
KARACHI, July 13: Shahid Kardar is reported to have resigned and the SBP Governor’s long silence and now his unwillingness to issue a denial appeared to add substance to ‘unconfirmed reports’ about his resignation.
However, SBP’s chief spokesman Syed Wasimuddin expressed ignorance about the resignation.

Mr Kardar himself could not be contacted.

According to banking sources, the governor has resigned but it is not supposed to be officially announced.

The SBP governor who is appointed by the president submits his resignation to him. But neither the Presidency nor the State Bank said a word about the resignation.

The sources said Mr Kardar had held no meeting with President Asif Ali Zardari over the past two days and no such meeting was scheduled for Thursday.

The State Bank said it could confirm the resignation only if a government notification was issued and so far there was no such notification.

According to a knowledgeable banking source, Mr Kardar resigned after a meeting with the president last week.

Reports abut the resignation surprised the financial sector and analysts are of the opinion that it may affect the continuity of banking policies.
But Summit Bank President and CEO Hussain Lavai said policies relating the financial sector would remain unchanged.

The resignation of former SBP governor Salim Raza last year also came as a surprise because he quit the office only two days before the announcement of budget for 2010-11. In his case it was the age factor; he was 65, the age limit for SBP governor. He remained governor from January 2, 2009, to June 2 last year.

The reason for Mr Kardar’s resignation remained a mystery for the financial sector as well as other stakeholders.

According to the sources, differences developed between the finance ministry and State Bank when the former in its budget paper said that the State Bank’s tight monetary policy had become counter-productive for economy.

The State Bank has been critical of government’s huge borrowings from it as well as from commercial banks. While borrowings from the State Bank create inflation these from commercial banks leave no money for the private sector.

Commercial banks are investing 80 per cent of their money into government papers which not only minimises options for the private sector but also increases lending rates.

Water-And-Power-Crisis-Worsens
ISLAMABAD: The water and power crisis aggravated on Wednesday with the power shortage hitting the highest ever mark of 6,800MW and the water situation moving towards the drought-like conditions of 2004.
According to sources, the electricity shortfall peaked as authorities running the power companies struggled to cope with financial constraints and appeared to be unable to pay for even half of the oil need to run their plants.

Pakistan State Oil (PSO), the primary supplier of furnace oil to power plants both in the public and private sectors, has expressed its inability to provide the needed fuel supplies without guarantee of full payments.

Officials said Pepco had been told not to expect 35,000 tons of fuel when it paid for only 15,000 tons a day because the supplier could not take the power sector’s responsibilities.

Gas companies have also shown reluctance to provide natural gas to power plants on credit when there are a lot of customers ready to pay even in advance for the supplies as shortages increase.

The sources said the water and power authorities had clearly told the federal government that the current power shortage was a man-made issue which could be resolved if full funding was ensured either on behalf of provincial governments or through equity injections. They said the power
companies were capable of increasing generation to about 17,000MW a day, reducing average loadshedding to one hour a day, provided their cash flows were improved.

“Nobody is serious about resolving the energy crisis,” an official said, adding that the prime minister had been requested in March to convene an ‘energy summit’ in the first week of April but the conference was postponed five times and was yet to be held, even though the country experienced the worst loadshedding.

He said power shortage had touched 6,200MW a couple of months ago but it never exceeded 6,500MW in the past.

As a result, the average loadshedding increased to almost 14 hours a day — better only than the time a few years ago when cascading trippings left
most parts of the country without power.

As if power woes were not enough, the officials said the water situation was fast developing towards an extreme shortage like the one the country faced in 2004.

They said temperatures in Skardu and other northern parts had increased over the past days, but were forecast to fall again over the next days because of expected rainfall.

Lower temperatures continuing for more than three days will lead to a critical situation; water shares of the provinces will have to be cut by early next week and Mangla Dam will have to be depleted to meet irrigation needs.

Officials said the total inflows at Tarbela on Wednesday were recorded at 140,000 cusecs against outflows of 150,000 as its water storage dropped to a critical 1.48MAF, about 1MAF less than last year. The situation at Mangla was also worrying, the sources said, adding that about 25,000 cusecs should normally be stored every day in these days but only 6,000-7,000 cusecs were being stored at present.

Gold-Price-Hits-Above-Rs50000
KARACHI, July 13: Gold rates hit a record peak in the history of the country to Rs50,300 per tola on Wednesday, with an increase of Rs550 in its price.
The 10 gram bullion rate swelled to Rs43,114 on Wednesday from Rs42,642 on Tuesday on the back of rising gold price in world market to $1,570 per ounce from $1,547 a day back.

On July 1, per tola rate (11.664 grams) was Rs48,700 followed by 10 gram rate at Rs41,742 and $1,493 per ounce in world market.

President, All Sindh Saraf Association, Haji Haroon Rasheed Chand, claimed that the association had quoted the rate of Rs50,300 per tola based on the world trading rate at 3pm to 4pm in Pakistan, but per tola rate virtually reached Rs50,750 if
actual closing rate at $1,587 per ounce was taken into consideration.

He said it was really hard for consumers to make fresh buying of original gold jewellery sets and other related items. As a result, sales range between 20 and 25 per cent due to high prices and rising cost of living of consumers.

High gold prices, coupled with deteriorating law and order situation, pushed up demand of artificial and imitation jewellery sets.

He said many customers usually try to make new gold sets as per same weight of gold sets they bring for sale or prefer light weight sets for which they have to compromise on quality also.

Haroon said many market people are investing in gold as per their capacity to cash in on the boiling rate in world markets and its impact on domestic rates in the last few years.

According to Federal Bureau of Statistics (FBS), gold imports dropped to 2,690 kg ($104 million) in July-May 2010-2011 as compared to 4,551 kg ($131.5 million) in the same period of last fiscal year.

Export of jewellery plunged to $349 million in July-May 2010-2011 as compared to $515 million the corresponding period of last fiscal year.

He said gold import is not feasible as yellow metal is selling under cost in Pakistan by Rs400 per tola as compared to rates
prevailing in Dubai and Saudi Arabia.

Exporters usually import gold for export of jewellery and later they will have to import fine gold from abroad within 180 days.

Gas-Shortage
KARACHI, July 13: In view of annual maintenance work and shutdown at Kadanwari Gas Field, Pakistan Steel has made alternate plans to continue production at the mills during natural gas supply shortage.
A spokesman for the mills said that the SSGC had informed the mills about the shortage.

Pakistan Steel, while utilising its own resources, has also made some necessary repair works on its thermal power plant through PS engineers and experienced workers.

The spokesman said currently mills thermal power plant is generating sufficient electricity for sustaining production activities
according to the plan.

The mills sells electricity to KESC and depending on need also uses KESC power.

Conversion-Rates
KARACHI: The following are July 14, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.
US dollar               Rs   85.8138
Japanese yen      Rs     1.0823
Pound sterling    Rs 136.9332
Euro                        Rs 120.9203

LIBOR
The following is Libor rate for calculating interest on special US dollar bonds for July  13.

Libor
For 6 months    0.40%
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Shahid Kardar had second shortest tenure as SBP governor
Kardar’s resignation to send adverse impression abroad economists
Cotton spot rates decline
B RECORDER
Commitment to fiscal reforms Kardar's exit may further shake confidence
State Bank of Pakistan governor Shahid Kardar has resigned, a finance ministry official said on Wednesday, making him the second governor to leave in just over a year and sending a negative signal on economic outlook. It was unclear exactly when Shahid Kardar, the governor of the State Bank of Pakistan, resigned, but his departure is likely to further shake confidence in Pakistan's commitment to fiscal reforms urged by the IMF and other international lenders.

Kardar is the third senior policy maker to quit in Pakistan in less than a year and a half, following previous central bank governor Salim Raza's resignation in June 2010 and former finance minister Shaukat Tarin's resignation in February last year. "I can confirm that he has submitted his resignation," a Finance Ministry official said on condition of anonymity.

Central bank governors normally serve three-year terms. There was no reason given for his resignation. It was not clear whether Kardar's resignation had been accepted by President Asif Ali Zardari. IMF and Pakistan officials, including the State Bank of Pakistan governor, are due to meet later this month, although no date has been announced. It is unknown how Kardar's departure will affect the talks but a former economic adviser said it would hit financial markets.

"The IMF deals with institutions and not individuals so it's likely the acting governor will attend the IMF meetings," said Sakib Sherani, a former economic adviser to the finance ministry. "What's critical for the markets is who his successor is and why he resigned."

The central bank chief spokesman said he was unable to confirm the resignation. The IMF was unavailable for comment. Kardar joined as the central bank governor in September 2010, after the previous governor Salim Raza stepped down for "personal reasons" in June 2010. A senior government official at the time, however, said the government had been trying to curtail the central bank's independence, prompting Raza's departure.
Rs three billion being invested to set up 40 new ginning factories
Approximately Rs 3 billion is being invested for setting up 40 new ginning factories following increase in cotton production in the country, Naseem Usman, Chairman of Karachi Cotton Brokers Forum, said on Wednesday. In order to increase foreign exchange earnings, there are higher expectations that the textile sector may earn 20 billion dollars in the new fiscal year 2011-12.

Due to rise in cotton production, the county may be able to achieve the target of 15 million bales of cotton during the current season, and it is likely that the country may not need to import cotton, he said. Most of the new factories are near completion and will start operation very soon, he added.

He said that 30 new ginning factories have been set up in Sindh, which will create opportunities. Besides, in the Punjab, some four factories in Chichawatni, four in Burewala, one in Arifwala and one in Mianwali are being set up. Naseem said that if weather condition would be favourable, and if the target is achieved, the country might be able to export cotton in the coming days, instead of importing.

As a result of high production of cotton, importers are busy in inquiring, such as China, even number one trader of world commodity, Switzerland has already invested in setting up a godowns in the country and it seems that some other countries are also interested for the same purpose, he added.

At present, cotton traders have been facing problem as cotton yarn is not selling in the local or foreign market at high prices due to high cost of production, brokers said. Under the circumstances, yarn traders were not ready to sell their stuff at lower rates. On the other hand, international textile buyers have started shifting orders to other markets, they said.

The textile industry is facing a lot of problems in the absence of basic facilities. The government must provide electricity, gas and water, which will help in improving the foreign exchange and this factor may assist the country to reduce the trade deficit in the coming days, other cotton analysts said.
Cotton prices at nearly one-year low level exporters enter market
Prices came down to one-year low at Rs 6000 on the cotton market on Wednesday in process of improved activity, dealers said. The Karachi Cotton Association (KCA) official spot rate was slashed sharply by Rs 500 to Rs 6,200, they said. Seedcotton rates in Sindh were lower by Rs 100 to Rs 2600-2700, prices in Punjab followed the same pattern, dropping Rs 100-300 to Rs 2400-2500, they said.

In ready business, approximately, in a single day slide, prices fell by Rs 500-650 as 8000 bales of cotton changed hands between 6000-7350, dealers added. Some experts were of the view that trading activity improved as buyers, particularly exporters entered the market due to sharp fall in the prices following the rise in cotton production the world over.

With the passage of time, phutti arrivals are increasing, which is also a basic factor behind the fall. Other positive factor is, if cotton production continue to rise, country may be able not to import cotton, Naseem Usman said. On Tuesday the US Cotton futures closed at a new nine-month low for a second day running due to investor sales, and weak demand coupled with jitters over the euro zone crisis could hit values further, brokers said.

The key December futures on ICE Futures US fell 4.49 cents, or 4.12 percent, to end at $1.0439 per lb, dealing from $1.0388 to $1.0679. It was the lowest close for the second-position contract since early October 2010, Thomson Reuters data showed. The market last traded below the psychological $1 mark also in October 2010, Thomson Reuters data showed. Volume traded was almost 21,500 lots at 2:49 pm EDT (1849 GMT), nearly 10 percent above the 30-day norm, Thomson Reuters preliminary data showed.

The following deals were reported: 1000 bales of cotton from Sanghar sold at Rs 6000-6300, 1200 bales of cotton from Shahdad Pur at Rs 6200-6300, 800 bales from Mir Pur Khas at Rs 6000-6300, 600 bales from Tando Adam at Rs 6200-6300, 300 bales of cotton from Hyderabad at Rs 6200-6300, 400 bales from Sadiqabad at Rs 6350, 200 bales from Rahim Yar Khan at Rs 6300, 600 bales from Mian Channu at Rs 6000-6180, 800 bales from Chichawatni at Rs 6000-6300, 200 bales from Samandari at Rs 6325, 200 bales from Mian Channu at Rs 6200, 200 bales from Haroonabad at Rs 6250, 600 bales farom Sahiwal at Rs 6000-6250, 400 bales from Chichawatni at 6000-6200 and 200 bales from Shujabad at Rs 6000.
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New trade policy should focus on promotion of non-traditional items
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