REFLECTIONS
 
THERE IS NO GOOD ON KEEPING SILENT 
IN WISDOM, JUST AS THERE IS NO GOOD
IN PROPOSING IGNORANCE,
(HAZRAT ALI R.A)
 
 
1. Conversion Rates 
(DAWN 26-08-2010)
KARACHI: The following are August 26, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.

US dollar Rs 85.6344
Japanese yen Rs 1.0120
Pound sterling Rs 132.1168
Euro Rs 108.6786

LIBOR

The following is Libor rate for calculating interest on special US dollar bonds for August 25.

Libor
For 6 months 0.53%
 
2. 37 File Papers For LCCI Polls 
(DAWN 26-08-2010)
LAHORE, Aug 25: For the forthcoming elections of Lahore Chamber of Commerce and Industry (LCCI), a total of 37 candidates on Wednesday filed nomination papers for corporate and associate classes.

LCCI Secretary General Syed Mohammad Saqlain received papers from 13 candidates for corporate class while 24 for associate class seats.

Final list of candidates would be displayed after scrutiny on Sept 16 while polls for corporate and associate classes will be held on Sept 20 and 21, respectively.

The candidates for corporate class are: Sheikh Mohammad Arshad, Farooq Iftikhar, Abdul Basit, Sheikh Mohammad Ayub, Mian Rehman Aziz, Mian Ghulam Murtaza Shaukat, Imran Aslam, Shahid Faraz Hussain, Murad Ashraf, Muhammad Saeed, Swaba Shahzad, Mohammad Aslam Chaudhry and Asif Nazir.

The candidates for associate class are: Mohammad Yousaf Shah, Fahimur Rehman, Shahid Maqsood Butt, Sohail Azhar, Khwaja Khawar Rasheed, Mian Maqsood Ali, Ilyas Majeed Sheikh, Wajid Ali, Rizwan Akhtar Shamsi, Naeem Ahmad, Saeeda Nazar, Waqar Ahmad Mian, Raja 

Hasan Akhtar, Qadeer Saigol, Mohammad Nawaz, Saeed Irfan Ahmad, Mohammad Shakeel, Toora Maan, Omer Farooq, Mohammad Rukhsan, Mian Shabbir Ahmad, Mohammad Yaseen, Mohammad Munir and Unees Arshad.
 
3. EU To Welcome Talks On Pakistani Goods' Access 
(BUSINESS RECORDER 26-08-2010)
ISLAMABAD (August 26 2010): Kristalina Georieva, European Commissioner for International Co-operation, Humanitarian Aid and Crisis Response, said on Wednesday that the European Union (EU) would welcome negotiations with Pakistani officials for access to Pakistani goods to the EU markets.

Addressing a press conference after visiting the flood affected areas, she said that the EU Humanitarian Response for the disaster is worth more than €200 million to date. In addition to the €70 million European Commission assistance, EU Member States have also acted quickly with humanitarian funding worth more than €130 million so far, she added.

The EU-funded humanitarian projects are implemented by non-governmental organisations (NGOs), specialised UN agencies and the Red Cross/Red Crescent movement. The Commission's Humanitarian Aid and Civil Protection department (ECHO) already has a support office in Islamabad, providing humanitarian assistance for conflict-affected people in the northern areas of Pakistan through partner organisations. So, experts were quickly deployed to the flood-affected areas.

She said that EU committed €70 million to assist the victims of the floods so far, and more may be determined in coming weeks after assessing the situation as to what is needed for Pakistan. Kristalina said that European Commission Humanitarian Aid and Civil Protection department (ECHO) acted extremely quickly and to date committed to funding €70 million to assist the victims of the floods.

The most recent funding announcement of €30 million on 18 August, added to the €30 million announced on July 31 and the €10 million on August 11. She said that she went to the affected areas and witnessed an unprecedented devastation as properties, infrastructure and livelihood have been completely destroyed. "Pakistan is facing a humanitarian disaster on a massive and unimaginable scale due to calamity", she added.

She said that the EU has already opened its markets for Pakistani goods as 20 percent of Pakistani duty-free exports are already going to European markets and 60 percent are being charged with lower duty. She said that EU would welcome Pakistani authorities for negotiations with EU authorities for further discussions as to how it could be improved.

She further said that EU is also concerned over the waterborne diseases in the floods affected areas as well climate related issues. Kristalina said that maximum water reservoirs would be helpful for not only generating energy but also for the water storage purpose.

She said that energy issue would be discussed in FODP's meeting next month in Brussels, where the situation, developed in the aftermath of the current floods, would specially be discussed. She said that Nato transport only delivers supplies to the flood affected areas on humanitarian grounds.

Regarding relief and rescue operations by some alleged militant groups in the flood-hit areas, she said that EU is working neutrally and impartially in the affected areas and security agencies should look into it if any militant organisation is working there. She further said that after complete need assessment in the flood affected areas EU would determine what to do for rehabilitation.

EU funding is already being used, on the ground, to provide emergency shelters to millions of people who have been displaced and whose homes have been damaged or destroyed, she said, adding that flood waters are also posing a severe health threat to the already vulnerable population due to waterborne diseases. So, the provision of clean drinking water and sanitation facilities are crucial. She also underlined the need of food assistance, terming it vital as all crops and food stocks have been lost in certain areas.

She added that the UN and other relief agencies estimated that around six million people would need food assistance over the next three months as crops and food stocks have been destroyed by the floods. This number will probably rise, she said, adding that there is urgent need for fodder for livestock and the winter crop "rabi" needs to be planted by late September, Kristalina added.

In some locations, health facilities and medicines stocks have been damaged or destroyed by the floods, she observed, and added that flood-related health problems are on the rise, with reports of increased incidence of watery diarrhea, scabies (skin diseases), acute respiratory tract infections, malaria, dengue fever, and cholera. The funding provided by the EU will cover all these needs, as well as provision of non-food items (blankets, hygiene sets, etc), psychological support, emergency communication, livelihood support and protection, she added.
 
4. German Support For Access To EU Markets Hailed 
(THE NEWS 26-08-2010)
	Thursday, August 26, 2010

	ISLAMABAD: Pakistan’s Ambassador to Germany Shahid Kamal has welcomed German support for preferential access to EU markets for Pakistani exports.
According to a message received on Wednesday, Pakistan appreciated German support in its efforts to strengthen economic ties with the EU. The statement said preferential access to EU markets was vital to help revive Pakistan’s battered economy.
German Foreign Minister Dr Guido Westerwelle, in a letter addressed to EU High Representative for Foreign Affairs and Security Policy Catherine Ashton and to EU Trade Commissioner Karel De Gucht, has advocated the need for easier access to EU markets for Pakistani products. Westerwelle called on the EU to do “everything possible to mitigate the impact of the disastrous floods in Pakistan on the country’s economic and social development.”
He stressed that the people of Pakistan must be given the chance to make the most of their country’s economic potential and build a brighter economic future through self-sustaining growth. 

	


 
5. Gold Rises To Rs.39,200 
(THE NEWS 26-08-2010)
Thursday, August 26, 2010 By our correspondent KARACHI: Gold prices rose to Rs39,200 per tola (11.665 grams) on Wednesday following a sharp surge in the international market as the dollar declined against the euro, dealers said.
Bullion rates increased by Rs386 to Rs33,600 per 10 grams and Rs450 to Rs39,200 per tola in the local bullion market.
“Prices could go up further as the dollar dramatically fell and the world stocks also declined because of the worries over economic growth,” said M Hanif, a Karachi-based gold trader.
During last Ramazan, he said foreign investors whetted appetite for gold as a safe-haven in the face of a slump in both the currency and stock markets. “And they could push up prices this time, as well.”
 
6. Increase In Power Tariff Unjustified KCCI Chief
(DAWN 26-08-2010)
KARACHI, Aug 25: President, Karachi Chamber of Commerce and Industry (KCCI), Abdul Majid Haji Mohammad, has said that at a time when country is passing through the worst crisis of the century when millions of people are displaced and resources are at stake, the 26 paisa increase in power tariff by Nepra is not justified in any circumstances. 

He said this raise would bring the industry to the verge of closure owing to exorbitant cost of doing production/ business which is not viable to run the industry. 

In a statement, he lamented that no concrete measures have been taken to improve power distribution, load shedding and transmission infrastructure. He added that adjustment in fuel cost component on account of fuel price variation is not a justifiable excuse to overcome losses. 

In spite of this, power distribution companies, especially the KESC, should seriously curtail its transmission and distribution losses rather than adding-on different charges to control its financial losses.
 
7. India Exporters To Take Benefit Of Pakistan’s Damaged Cotton Crop 
(THE NEWS 26-08-2010)
Thursday, August 26, 2010 MUMBAI: Pakistan’s devastating floods may have destroyed up to a fifth of the country’s cotton crop, analysts say, handing an opportunity to exporters in neighbouring India who are eyeing the shortfall.
Indian producers will seek to take advantage of a government decision last week to lift a ban on exports to help meet demand from Pakistan’s textile industry. The restriction was imposed in April to keep domestic prices down.
Armed with a bumper crop after a good monsoon, Indian groups are expected to begin exporting to Pakistan from October.
“We are 100 percent ready to meet Pakistan’s appetite,” said Dhiren Sheth, president of the Cotton Association of India, whose members include more than 400 leading cotton growers, ginners and exporters.
Pakistan’s textile sector, which accounts for 60 percent of the country’s exports, is likely to be hit due to the damage to the cotton crop, which could be 20 percent below usual, according to analysts.
“Large fields of cotton have been washed away by the floods,” said Ibrahim Mughal, analyst with Pakistan’s independent Agri Forum organisation.
“We will be short of about three million bales, which will burden our already fragile economy by at least one billion dollars,” said Mughal.
The worst natural disaster in the country’s history had already affected 20 million people in nearly a month of flooding and left 1,500 dead by official count.
Five million people were rendered homeless across the country, but that figure could surge if the swollen River Indus, whose fast-moving waters are piling pressure on sagging embankments, continues to fill up.
The floods in Pakistan may result in agricultural losses of nearly $3 billion, its agriculture ministry has said, with the main farming region of Punjab, particularly damaged.
“We have been importing cotton from India for the last few years now and should do the same now when we face a huge crisis,” said A B Shahid, an independent economist based in Pakistan.
Pakistan is one of the main importers of cotton from India, which is the second largest producer of the crop worldwide after China.
Some mills are already calling for ‘regulated’ exports, however, fearing a spurt in demand from Pakistan could send prices soaring in India.
“India should export only surplus. If the government does not regulate exports, the situation may get out of hand,” said I G Duria, corporate general manager with the Punjab-based Vardhman group, a leading mill. Cotton prices are at a peak for the year, up by 12 percent in August compared to the levels last month.
Analysts forecast India will produce nearly 32 million bales of cotton in 2010/11 against 28 million bales in 2009/10.
Farm output is expected to rise in India, owing to plentiful monsoon rains — a great relief to hundreds of millions of Indian farmers who struggled with the weakest rains in 37 years in 2009.
Indian inflation, after hitting double figures earlier this year because of high food prices, is now on decline, but is still the highest of the Group of 20 nations at 9.97 percent.
“Exports may be capped if September rains hurt the crop,” said Mehul Agrawal, agri-commodities analyst with Mumbai-based brokerage Sharekhan.
Earlier this month, India offered $5 million in flood aid to Pakistan, which Islamabad said was a “very welcome initiative”.
 
8. India May Benefit From Cotton Crop Failure In Pakistan
                  (DAWN 26-08-2010)
MUMBAI, Aug 25: Pakistan’s devastating floods may have destroyed up to a fifth of the country’s cotton crop, analysts say, handing an opportunity to exporters in neighbouring India who are eyeing the shortfall. 

Indian producers will seek to take advantage of a government decision last week to lift a ban on exports to help meet demand from Pakistan’s textile industry. The restriction was imposed in April to keep domestic prices down. 

Armed with a bumper crop after a good monsoon, Indian groups are expected to begin exporting to Pakistan from October. 

“We are 100 per cent ready to meet Pakistan’s appetite,” said Dhiren Sheth, president of the Cotton Association of India, whose members include more than 400 leading cotton growers, ginners and exporters. 

Pakistan’s textile sector, which accounts for 60 per cent of the country’s exports, is likely to be hit due to damage to the cotton crop, which could be 20 per cent below usual, according to analysts. 

“Large fields of cotton have been washed away by the floods,” said Ibrahim Mughal, analyst with Pakistan’s independent Agri Forum organisation. 

“We will be short of about three million bales, which will burden our already fragile economy by at least $1 billion,” Mughal said. 

The flooding in Pakistan may result in agricultural losses of nearly $3 billion with the main farming region of Punjab particularly damaged. 

“We have been importing cotton from India for the past few years now and should do the same now when we face a huge crisis,” said A. B. Shahid, an independent economist based in Pakistan. 

Pakistan is one of the main importers of cotton from India, which is the second largest producer of the crop worldwide after China. 

Some mills are already calling for “regulated” exports; however, fearing a spurt in demand from Pakistan could send prices soaring in India. 

“India should export only surplus. If the government does not regulate exports, the situation may get out of hand,” said I.G. 

Duria, corporate general manager with the Punjab-based Vardhman group, a leading mill. 

Cotton prices are at a peak for the year, up by 12 per cent in August compared to levels last month. 

Analysts forecast India will produce nearly 32 million bales of cotton in 2010-11, against 28 million bales in 2009-10. 

Indian inflation, after hitting double figures earlier this year because of high food prices, is now in decline, but is still the highest of the Group of 20 nations at 9.97 per cent.
 
9. Less Than 1.5 Percent Of Population File Tax Returns FBR Inform Finance Ministry 
                  (BUSINESS RECORDER 26-08-2010)
ISLAMABAD (August 26 2010): The Federal Board of Revenue (FBR) has informed the Ministry of Finance that the number of persons filing income tax/sales tax returns is even less than 1.5 percent of the total population, reflecting exceptionally high level of non-compliance in filing of the returns.

Sources told Business Recorder here on Wednesday that the FBR has moved a summary to the Finance Ministry about the steps to be taken for improving enforcement and compliance by the business community. The board has informed the Finance Ministry about the low level of compliance despite various actions taken during 2009-10.

The FBR has conveyed to the Ministry of Finance that one of the serious issues being faced by the economy is the low tax-to-GDP ratio which hovers around 9 percent and is among the lowest not only in the world but in the region as well. Among the various policy initiatives available at present, broadening of tax base and plugging of leakages in withholding tax collection offer a viable solution to the problem.

According to the latest figures available with the FBR, the number of persons filing returns is even less than 1.5 percent of the total population. Of these, more than 50 percent are salaried persons who pay taxes through withholding at source. In the corporate sector, the number of companies filing returns is around 21,000 only out of total registered companies of more than 60,000 with the Securities and Exchange Commission of Pakistan (SECP). In this backdrop, the FBR had laid down performance rating benchmarks in terms of non-compliance ratios. Under the benchmark fixed for the Large Taxpayer Units (LTUs) and Regional Tax Offices (RTOs), there should be less than one percent non-filers/short filers in LTUs; less than 7 percent medium size non-filers in RTOs and less than 20 percent small business entities non-filers in RTOs.

In order to achieve these targets, the FBR had launched the enforcement plans for direct and indirect taxes to lay down systematic enforcement procedures and to evaluate their effectiveness through monthly reporting system. The end result of effective enforcement activities is to reduce the non-compliance ratio to the acceptable levels so that Tax Gap is narrowed down.

Although faced with initial operational problems, a total of 50,400 income tax returns and 8700 of sales tax were enforced up to June, 2010 from registered and non-registered non-filers. Sources said that the last date of filing of return was extended till January 25, 2010 coupled with amnesty from levy of penalties and default surcharge. A vigorous campaign on media was launched exhorting the non-filers to file their returns. At the same time about 120,000 SMS messages were also sent to potential tax payers. As a result an additional 112,000 returns were filed during the extended time due to enforcement efforts of the FBR.

Effective March, 2010, an unobtrusive survey of business premises was launched and as a result 23,000 new taxpayers have been identified to date, sources said. Under the Income Tax Ordinance 2001, a new concept of provisional assessments was introduced for non-filers and a 60 days time was provided after the provisional assessment on the basis of available facts/ information, to enable the non-filers to furnish their returns. In case of default, the amendment provided for validation of demand is created through the provisional assessment. Despite making some headway there is, however, a need to further strengthen the enforcement action with respect to detection of new cases, sources added.
 
10. Licensing Of Ship Agents, Freight Forwarders New Law Will Be Issued In Consultation With Stakeholders  
                  (BUSINESS RECORDER 26-08-2010)
ISLAMABAD (August 26 2010): The new legislation for regulating the licensing and registration of ship agents, freight forwarders, and other maritime logistics service providers would be issued in consultation with all stakeholders, it is learnt.

Sources told Business Recorder that the issue of terminal handling charges and regulations for ship agents/freight forwarders was discussed during the last meeting of the National Trade Corridor Task Force Committee on Trade Facilitation, Ports Dwell Time and Ports Charges (NTC-TF) held at the FBR.

They said that finalisation of the regulatory mechanism for freight forwarding business was discussed in the meeting. The representative of National Trade and Transport Facilitation Committee (NTTFC) informed meeting that in a recently convened meeting of the committee on 'Harmonisation of Port Charges' at Karachi, chaired by Secretary Commerce, it was decided that NTTFC will draft a legislation to regulate the services of freight forwarders and other maritime logistics service providers. Accordingly, a draft has been prepared and circulated for comments of the respective stakeholders.

Sources said that at present the Ministry of Commerce is working on the issue of terminal handling charges and third meeting of scales of charges was chaired by Secretary Commerce wherein it was decided that the State Bank of Pakistan will resolve the issue relating to Bill of Lading and that NTTFC supported by Trade and Transport Facilitation Project-2 (TTFP-2) will draft the legislation for regulating the licensing and registration of ship agents, freight forwarders and other such service providers in six to eight weeks after consulting the legislation of other countries.

Sources said that the Chairman of TIR Commission informed the meeting that there is need to evaluate the best international practices in this sector and to make an effort to introduce/implement the same in Pakistan. It was suggested that for this either Unctad or World Bank transport advisory wing should also be associated with the committee on 'Harmonisation of Port Charges'. A representative of a donor agency observed that ever since the issue emerged on the agenda of the NTC-TF there have been frequent changes of supervising Ministry which is not helping in resolution of the problem. The representative of the donor agency also emphasised the reorganisation of the committee and also stressed the need for comparison of the best international practices with the prevailing local practices to remove existing gaps. The representative of Karachi Chamber of Commerce and Industry (KCCI) informed the meeting that due to the complaints of trade, it is desirable that a high powered committee represented by all stakeholders should be formed to take decision. It was agreed that the committee on the 'Harmonisation of Port Charges' should be broad based representing all stakeholders.

The meeting decided that since a committee chaired by Secretary Commerce is working on the issue of port charges etc, it is desirable to wait for the outcome of deliberations of that committee. However, the committee will be informed regarding the need to induct representatives of Unctad or donors for references to international best practices.

The meeting was informed that National Trade Corridor Management Unit (NTCMU) with the assistance of a donor agency has identified various areas like capacity building of logistics sector, logistics compliance survey, development of financing models for logistics industry, logistics cost study, and customs performance measurement for conducting technical studies to achieve the objectives of National Trade Corridor Improvement Program (NTCIP). The Project Director of NTCMU informed the meeting that funds are available with NTCMU for undertaking various technical studies in the identified areas and requested members of NTC-TF to identify the area of their choice for conduct of technical study to better achieve the objectives of NTCIP.

On a query of Chairman of TIR Commission regarding the status of the approval of Carriage of Goods by Sea Act (COGSA) by the Parliament, the Secretary of NTTFC informed the meeting that the bill in this regard had now been moved, sources added.
 
11. NEPRA Can Determine Power Tariff’ 
               (THE NEWS 26-08-2010)
Thursday, August 26, 2010 By our correspondent LAHORE: The Lahore High Court was told on Wednesday that the National Electric Power Regulatory Authority (Nepra) had the right to determine power tariff as it was an autonomous body. 
In a written reply to a petition against 7.6 per cent increase in power tariff, Nepra took a plea that the authority was created under the law and the government could not set aside its decisions directly. However, it said, the government could increase subsidy in order to decrease the electricity tariff. It said that the tariff of electricity automatically increased, when the federal government withdrew its subsidy. 
Justice Umar Ata Bandial adjourned the hearing of the petition until September 29, asking the petitioner to file a rejoinder. Before the adjournment, petitioner’s counsel Muteen ul Haq pointed out that the Wapda had not stopped unscheduled load-shedding so far, despite clear directions of the High Court in June last year. Even during Sehari and Iftar, he said, people were facing power outages. The judge, however, asked the counsel to file a separate application in this regard.
 
12. Power Tariff Raise Widely Criticized 
               (BUSINESS RECORDER 26-08-2010)
KARACHI (August 26 2010): Industrialists and economists on Wednesday expressed deep concerns over increase in electricity tariff of 26 paisa per unit, and termed it "an irrational decision", especially for industrial sector that is already facing enormous problems. They were of the opinion that higher cost of power would increase the overall cost of production for industries, thus becoming locally produced goods out of reach of general public.

The business community is of the view that industry is already under extreme pressure due to consistent power shortage, prevailing law and order situation and flood where foreign and local invertors are hesitating to invest. "This increase will only serve to upset the already delicate economic recovery. "Pakistan is already facing tough competition in the international market and this increase would multiply our problems", they said.

President of Karachi Chamber of Commerce and Industry (KCCI) Abdul Majid Haji Muhammad expressing concern on Nepra's decision to allow an increase of 26 paisa per unit in power tariff, said that the country is passing through worst crisis of the century when millions of people are displaced, resources are at stake, this raise is not justified in any circumstances.

The raise adds further to power crisis in the country and highest ever tariffs and abrupt sequel of enhancement in the power tariff for last several months has brought the industry to the verge of closure owing to exorbitant cost of doing production/business which is not viable to run the industry.

He lamented that no concrete measures have been witnessed regarding improvement in electricity distribution, generation, and in this regard neither transmission infrastructure nor the load-shedding has been controlled. He voiced that adjustment in fuel cost component on account of fuel price variation is not a justifiable excuse to overcome losses. In spite of this, the power distribution companies, particularly Karachi Electric Supply Company (KESC) , should take concrete measures to seriously curtail its transmission and distribution losses rather than adding on different charges to control its financial losses

Chairman of Korangi Association of Trade and Industry (KATI), Razak Hashim Paracha said that the government must give a clear picture of utility tariffs at least for a year so that the industrialists should plan for production and book orders for exports. He said that industry can not operate in present scenario where utility tariffs are increased after an interval of a few days.

"In present conditions we can not make programme for production, determine products price nor in a position to book orders for exports." He urged the government to take appropriate measure to determine power and gas tariffs at least for a year to save industry from collapse.

He said that the industrialists were frequently demanding to revise utility tariffs downward and as a result that ailing industry would be able to get well from hopelessness. However, the unfavourable conclusion would only give severe harm to the economy.

Chairman of Federal B Area Association of Trade and Industry (FBAATI), Shahid Ismail also cautioned the government about the unpleasant consequences of frequent increase in power tariffs. He said that cost of doing business is highest in Pakistan as compared to other countries and frequent increase in tariff is one of the main causes for unbearable expenses.

He said that due to higher cost of production no new investment is coming and already existing industries are on the verge of closure. Industries were not able to fulfil the domestic needs in the current circumstances where power tariff was increasing frequently.

Cost of doing business is far higher in Pakistan as compared to its competitors in world market and this hike in power tariff will have serious negative affect on the competitiveness of Pak products and its exportable. Referring about impact of 26 paisa per unit increase in power tariff, he said that cost of production will increase by about 10 percent where power consumption in very high. Shahid criticised the unproductive policies and decisions and lamented that the government announced about 6 percent in October, 2009 and 12 percent hike in power tariffs in January, 2010 under the agreement with IMF, and now allowing Nepra to increase tariffs owing to the impact of fuel cost variation while directly passing to consumer is condemnable.
 
13. Rupee Ends Flat 
                  (THE NEWS 26-08-2010)
Thursday, August 26, 2010 By our correspondent KARACHI: The rupee ended flat against the dollar on Wednesday amid improved trading activity in the currency market, dealers said.
The rupee closed at 85.64 to a dollar from the previous day’s close of 85.66.
In the inter-bank market the rupee started the day in the range of 85.70 and 85.72 to a dollar. It touched the day’s low of 85.72 and a high of 85.64 against the dollar.
“The currency market witnessed buying pressure in the early session, but inflows of home remittances and export receipts accelerated the activity on the selling side,” a dealer said.
The dealer said that due to buying activity an amount of $52ñ70 million was drained out, which appreciated the dollar value. 
However, the sellers were attracted to this level that helped the rupee recover early losses against the dollar, the dealer said.
Currency experts said that the import payments for crude oil early next month would increase the dollar demand and would put an additional pressure on the local currency.
However, they said that the inflows of home remittances and export receipts would help the rupee from further deterioration.
The experts said that in the long-term the local currency might be in pressure as floods have devastated the agriculture output and manufacturing sector that would badly hurt the economy.
In this scenario, they said that the country would have no other option, but to import for meeting shortfalls and for this the authorities would require huge quantity of foreign exchange reserves.
 
14. Talks With IMF On Pakistan Seeks Release Of  $2.6bn 
                  (DAWN 26-08-2010)
ISLAMABAD, Aug 25: Under immense pressure from the International Monetary Fund over failing to make any headway on implementation of reformed GST on services and reducing power subsidy, Pakistan economic managers are not sure if they can convince the Fund for combine release of last two tranches amounting $2.6 billion, official sources told Dawn on Wednesday. 

Sources said that the Pakistani delegation in the ongoing fifth review with the IMF at Washington was trying to convince the IMF Board to approve release of the two instalments $1.3 billion each in one-go. 

“But there are serious difficulties mainly owing to the issues of power subsidy and implementation of reformed GST in October 2010,” the official added. 

Finance Minister Dr Abdul Hafeez Sheikh on Wednesday also joined the Pakistani team, which is headed by the Secretary Finance. 

The IMF has been informed about the difficulties faced by the government owing to colossal damages caused by the devastating floods across the country, the sources said. 

Pakistan has missed the fiscal deficit target agreed with the IMF both at the conclusion of the last fiscal year and the same is expected for the current year due to the flood damages, while the policy of zero borrowing limit from the State Bank of Pakistan has been breached by Rs40 billion. 

However, the sources said that the most serious issue was the failure of the government to eliminate subsidy on electricity from July 1, 2010 as was committed with the international donors. 

Sources said that the IMF would be given assurances that the reformed GST on services would be implemented in the VAT mode from October 1, 2010. 

Despite assurances being made by the Pakistani delegation to the IMF, no settlement has been made domestically over implementation of GST on services in the VAT mode. 

In the last interaction between the federal finance ministry and the Sindh finance department on Sunday, the only decision made was that the issue would be resolved soon and both sides reiterated that the reformed GST on services would be implemented from October 2010. 

Adviser to the Chief Minister Sindh Dr Kaiser Bengali criticised the federal finance ministry for failing to finalise the issue and said that the mode to implementation had been decided in June but it had yet to be approved and made a law. 

“I have written two letters to the finance ministry while the CM Sindh has also written a letter to the prime minister, but nothing has been achieved,” Dr Bengali said, adding that the finance ministry was delaying the formal settlement for implementation of GST on services. 

Sindh has suggested that all the taxes on financial services, advertising, construction and franchises be deposited in a pool and its distribution be made under the NFC formula. 

While, Punjab has demanded the distribution on the basis of population of each province whereas Balochistan and Khyber-Pakhtunkhwa have supported Sindh over the issue, but the final settlement has yet to be achieved. 

However, the sources said that the authorities anticipate that the IMF would agree to release the single tranche of $1.3 billion immediately after completion of the ongoing talks.
 
15. Trading Remains Dull On Cotton Market 
                  (THE NEWS 26-08-2010)
	Thursday, August 26, 2010

	By our correspondent

	KARACHI: Trading remained lacklustre in the cotton market on Wednesday on account of poor supply following wet weather in Punjab, dealers said.
“Cotton supply fell to 20,000 bales in the local market as rains gained momentum and affected the commodity’s trade,” said Karachi Cotton Brokers Forum Chairman Naseem Usman.
Usman said that in the peak cotton season, the commodity’s daily demand across the country rises to 42,000 bales, while only 15,400 bales were traded on Wednesday because of poor supply.
Moreover, spot rates at the Karachi Cotton Association remained unchanged at Rs6,450 per maund and Rs6,912 per 40kg for average quality lint. Owing to the rainy season, seedcotton (Phutti) prices surged to Rs2,850-Rs2,900 and Rs3,100-Rs3,300 per 40kg in Sindh and Punjab respectively.
The market witnessed a low turnover of 15,400 bales of raw cotton (170kg each) including 5,600 bales from Burewala, 800 bales from Bahawalnagar, 400 bales each from Gojra, Khanewal, Mamo Kanjan, Peer Mahal and Pakpattan and 200 bales from Chichawatni varying between Rs6,700 and Rs7,000 per maund; 2,600 bales from Shahdadpur, 1,800 from Tando Adam, 1,600 from Mirpurkhas, 600 from Sanghar and 200 from Qazi Ahmad ranging between Rs6,400 and Rs6,500 a maund.

	


 
 
16. NEPRA Has Right Determine Power Tariff LHC 
(Business Recorder 26-08-2010)
LAHORE (August 26 2010): The Lahore High Court (LHC) here on Wednesday was told that National Electric Power Regulatory Authority (Nepra) being an autonomous body had the right to determine power tariff. In a written reply to a petition against 7.6 per cent recent increased in electricity tariff the Nepra took a plea that the authority was created under the law and government could not set aside its decisions directly.

The reply said, the government, however, could increase subsidy in order to decrease the electricity tariff. The Nepra further said that when federal government withdrew its subsidy the tariff of electricity automatically increases. The court adjourned further hearing on the petition till September 29 and asked the petitioner to file rejoinder. Before the adjournment petitioner's counsel Muteen ul Haq pointed out that Wapda despite clear directions of high court in June last had not stopped unscheduled load-shedding so far.

He said even at the time of Sehar and Iftar peoples were facing power outage, which was shameful act in a Muslim country. The judge, however, asked the counsel to file a separate application in this regard. The court also turned down another request of the counsel and asked him to approach competent forum. Counsel had requested to exempt collection of electricity bills in flood hit areas.
 
17. Readymade Garments Exporters Being Pursued For Prime Minister Relief Fund
(Business Recorder 26-08-2010)
LAHORE (August 26 2010): Minister for Textile Industry, Rana Farooq Saeed Khan is pursuing the readymade garments exporters for the Prime Minister Relief Fund despite the fact that garment exporters are already facing numerous problems because State Bank of Pakistan (SBP) has already withheld three percent Research and Development (R &D) fund.

According to the sources, the future of readymade garments sector is in doldrums due to apathy of the Ministry of Textile Industry and the ill-fated garments manufacturers/exporters are not sure about their survival anymore. They said gravity of the situation could be judged from the fact that the number of readymade garments units has dropped drastically to 67 in 2010 comparing with about 150 in 2008 in Lahore.

Industry circles pointed out that it has never happened in the history of SBP that any facility like R&D Fund has been withdrawn like it happened during present regime. According to them, repeated letters have been written to the SBP and the federal government but all in vain, as the concerned authorities at both places are of the view that the government was running short of money and there was no way but to withhold R&D Fund.

This situation has played havoc with readymade garments units, falling down one after another while leaving behind large number of garments workers jobless. The industry sources said, the minister was pressurising for heavy donations to the Prime Minister Relief Fund on the pretext that he had ensured attractive earnings for them by restricting yarn exports. According to these circles, the gruesome situation in the value added industry has put viability of bigwigs at stake after eliminating a large number of small and medium level garments units.
