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EU Offers Trade-Tied Aid To Pakistan 
(The News 08-10-2010)
 BRUSSELS: The European Commission adopted here Thursday a proposal for suspension of import duties for three years on a number of export items from Pakistan to help the country’s flood-hit economy.
Announcing the proposal in a press conference, EU Trade Commissioner Karel De Gucht stated that it was “designed to maximise the benefits for the people of Pakistan after the devastating flood.”
The proposal would liberalise 75 product lines from Pakistan accounting for 27% of Pakistan’s current imports to the EU and amounting to 900 million euro in value.A large number of products for liberalisation include textiles but there are also other industrial products such as ethanol and leather. However, bed linen, the main export item from Pakistan, is not included in the exempted list.
Commenting on reports that lifting of duties on textile imports from Pakistan could harm the textile industry in several EU countries like Greece, Spain, Portugal and Italy, De Gucht said, “We have taken into account sensitivities of EU industries,” and added that “there will be very little impact on European industry.”
The European Commission will present its proposal to the EU Council and the European Parliament in the coming days for their approval. The EU would then submit a request for a WTO waiver allowing for the suspension of duties on important imports from Pakistan.
An EU spokesman told journalists that the EU will also discuss the matter with other WTO members like India to let the proposal sail smoothly through the Geneva-based body. Reportedly India is concerned about the impact on its own textile exports due to the EU trade concessions to Pakistan.
The proposals would result in an estimated increase in EU imports from Pakistan of around 100 million euros per year compared to 2009, while lowering tariff revenue for the EU budget by nearly 80 million euro.
The EU is Pakistan’s major trade partner worth 7.6 billion euro yearly followed by the United Arab Emirates 5.3 billion euro, China 5.1 billion euro , Saudi Arabia 4.3 billion euro, while the US ranks 5th with 3.8 billion euro. Its main export items are textiles and clothing products making more than 60 percent of its exports.
Delay in reformed GST May Jeopardise IMF loan Tranche 
(The News 08-10-2010)
ISLAMABAD: Pakistan is likely to lose the $11.3 billion IMF programme whose two instalments of $3.4 billion it is yet to receive, as the economic managers of the country may further delay the implementation of the reformed GST till January 2011, top sources in the finance ministry said. The government had earlier announced to enforce the reformed GST from October 1, 2010, but delayed it till November 1, 2010. 
Now well-placed official sources in the ministry are claiming that its enforcement will be further delayed till December 2010 or even January 2011.
“In case Pakistan fails to successfully complete the existing loan programme, its credibility will be damaged. This means Pakistan will not be able to get another loan from the Fund and in case the Fund agrees for another programme it will impose stringent terms and conditions. Other IFIs and donor countries could also stop their lending if the Fund gets annoyed,” they opined. 
Pakistan has so far received $7.9 billion under the Standby Arrangement from IMF. The federal government is going to present the bill of reformed GST on goods in the National Assembly on October 26. The provincial governments will present bills on services. These bills will take about 6-8 weeks to be approved. “Once the bill gets approved, then the rules will be chalked out to implement the RGST and this process will delay the implementation of reformed GST till January, 2011,” they said. 
This means the IMF loan programme, which is virtually under suspension, will elapse as its deadline ends in December this year. Pakistan has failed to fulfil the main performance criteria to implement reformed GST for the 5th review and qualify for the next tranches. 
The fifth review was due in July this year and now this must be held some time in November to ensure the releases of the next two tranches. Experts said that if Pakistan fails to implement the IMF program, then the country will return to the decade of the 90s when it always failed to implement any IMF programme and was regarded as ‘one tranche’ country.
The official said that in the reformed GST system, the tax exemptions available to five influential sectors that include textile, sports good, leather, surgical and carpet industries, could not be 100 per cent withdrawn. 
When contacted, secretary finance Salman Siddique said: “Pakistan will definitely get the remaining tranches, as the Centre and the provinces are going to place the bills of RGST both on goods and services in national and provincial assemblies respectively on October 22.” This is the prerogative of the national and provincial assembly as to when they will approve the bills. However, he said that RGST would not be enforced on November 1, 2010. When asked when the assembles will approve the RGST bills, he said he is unable to give the timeframe, but hoped in 2 to 3 weeks. 
Another Record High Foreign Exchange Reserves Near $17bn 
(The News 08-10-2010)
 KARACHI: PakistanÕs foreign exchange reserves, backed by healthy inflows, touched another high on Oct 1 by getting closer to the $17 billion mark, the central bank said on Thursday.
The liquid foreign exchange reserves position improved by $200 million to reach another record high level of $16.99 billion during the week under review, said Syed Wasimuddin, Chief Spokesman, State Bank of Pakistan (SBP).
Reserves held by the central bank rose to $13.15 billion from $12.99 billion, while the reserves held by the commercial banks also improved to $3.83 billion from $3.79 billion.
Analysts attributed the rise in reserves to increase in inflows of remittances sent home by overseas Pakistanis and foreign assistance for the flood victims.
During the week, over $200 million was received from international donors in grants, according to the data issued by the Finance Ministry.
The central bank has so far not issued the remittances figures received during September, but the country received record remittances in a month in August.
Earlier, the reserves hit a record high of $16.79 billion by the week ended on September 24 by breaching the previous level $16.77 billion on July 2.
The reserves position is improving after the country received $451 million from the International Monetary Fund (IMF) under an emergency loan for rehabilitation of the flood victims.
The IMF approved the emergency loan last month, saying that the money would go towards PakistanÕs budget to help with the additional spending brought about by the floods and immediate foreign exchange needs. The emergency loan is separate from the $11.3 billion IMF loan towards the country.
The forex reserves fell to $6.59 billion during the week ended on November 22, 2008 after the country witnessed severe deterioration in the economy.
However, reserves position improved following the loan approval by the IMF under a standby arrangement of $7.6 billion initially in November 2008 and further enhanced to $11.3 billion in August 2009.
The external current account deficit widened to around $14 billion, or 8.5 percent, of the GDP in 2007/08. The growth of exports and workers remittances recovered, but total imports rose by more than 30 percent, owing to an increase of $4 billion in the value of oil imports and strong aggregate demand growth, Pakistani authorities informed the IMF, while negotiating the loan programme.
The country received five tranches of the standby arrangement and the last tranche of $1.13 billion was received in May this year.
However, the release of the sixth tranche is still unclear as the IMF has linked the sixth instalment reportedly to increase in tax base and revenue collection by enforcing the reformed general sales tax (RGST), which was further deferred for one month till November.
Inflation To Touch 17-Month High On Rising Food Prices
 (The News 08-10-2010)
 ISLAMABAD: PakistanÕs consumer price index (CPI) could reach a 17-month high because of an increase in food prices following the countryÕs massive floods, a Reuters poll shows.
September consumer prices rose by 14.95 percent from last year, according to a survey of 12 analysts and economists. The CPI rose by 13.23 percent in August, a four-month high.
The Federal Bureau of Statistics is due to release inflation data on or after Monday.
The central bank has maintained a tight monetary policy and raised the key interest rate to 13.5 percent from 13 percent last week, its second consecutive hike, in a bid to curb the countryÕs deepening fiscal deficit and combat rising inflation.
Inflation for the fiscal year ended on June 30 could be between 13.5 percent and 14.5 percent, according to the central bank against an original target of 9.5 percent.
The International Monetary Fund (IMF) has projected that PakistanÕs inflation will accelerate to 13.5 percent this fiscal year.
Analysts said the main reason for the rise would be an increase in food prices and that inflation is likely to rise further.
ÒThere seems to be a little respite in store for proponents of the interest rate decline and end-consumers in terms of inflation taking its foot off the accelerator,Ó said Khalid Iqbal Siddiqui, director at Invest and Finance Securities Limited, referring to government plans to eliminate energy subsidies.
The government announced a two percent increase in electricity tariff last week. Last year, electricity subsidies cost Pakistan more than $2 billion, more than one percent of the countryÕs gross domestic product, according to the IMF.
To add to these, international oil prices seem to have settled in a higher range of $75-85 per barrel against $70-80 per barrel previously,Ó said Siddiqui.
Gold Hits Rs43,700 Per Tola 
(The News 08-10-2010)
 KARACHI: Gold hit the highest level of Rs43,700 per tola (11.665 grams)on Thursday, following a surge in the international market, dealers said.
The precious metal rose by Rs350 to Rs43,700 per tola and by Rs300 to Rs37,457 per 10 grams. This was the third increase in as many days. 
Silver rose by Rs10 to Rs660 per tola and by Rs8.57 to Rs565.71 per 10 grams. This was the second consecutive surge in silver prices. 
ÒGold outpaced stock and currency markets throughout the world. Bullion prices will increase further because of economic problems in European countries,Ó said Saleem Qureshi, vice chairman of All Pakistan Gems and Jewellery Association. 
He said soaring costs of the yellow metal discouraged customers and encouraged investors to pump cash into the commodity. 
In the international market, spot gold was at $1,360.25 an ounce at 1127 GMT, up from $1,345.80 late on Wednesday, but down from an all-time peak of $1,364.60 struck earlier in the day. The price has risen by 3.2 percent so far this week, its largest weekly rise since mid-April.
Increasing Number Of Returns 
(The News 08-10-2010)
  KARACHI: The Federal Board of Revenue (FBR) has decided to make provisional assessment of the taxable income, if a person fails to file returns in any year, a notification said on Thursday.
The revenue body issued a notification regarding enforcement of the existing law under the Income Tax Ordinance, 2001, which empowered the income tax commissioner to make a provisional assessment of taxable income or income of a person, who failed to furnish return of income for any tax year.
It said that the commissioner, on the basis of any available information or material and to the best of his judgment, (will) issue the provisional assessment order, specifying the taxable income or income assessed and the tax due thereon.
ÒThe initiative was taken to increase the number of returns and volume of tax with return,Ó a tax official said.
The tax with return was drastically down by 34.4 percent during last year to reach Rs9.5 billion from Rs14.484 billion in FY09.
Similarly, the compliance level also came down as a large number of taxpayers did not file the annual returns in FY10.
The FBR data revealed that the number of returns filed by the salaried individuals declined to 114,513 in FY10 from 132,689 in FY07, showing 13.7 percent negative growth.
The same was happened in the case of non-salaried individuals as the returns filed by them registered a decline of 12.6 percent to 583,637 from 518,130.
The notification said that the taxpayer would be given 60 days to respond to the assessment order passed by the commissioner, otherwise it would be treated as final assessment order and a tax demand would be due against the taxpayer.
It also said that the tax demand created in assessment order would not be treated in the tax collection before the expiry of the date in which the taxpayers were asked to reply.
Tax officials said that the decline in compliance was due to the universal self-assessment scheme (USAS) in which the taxpayers were given liberty to file returns and pay on their own assessment.
The officials said that the USAS was introduced in 2002 and it produced results till FY07, but in later years it failed to encourage the taxpayers to comply with.
Under the USAS, the revenue body barred the tax officials from determining or computing tax liability of a taxpayer, besides tax officials were directed to accept income tax returns without any conditions.
In a recent quarterly report, the FBR realised the fall in compliance as the report said that in a system of USAS, this component should have an increasing trend as has been witnessed up till 2006/07, but on the contrary, it is constantly decreasing as observed during the last two years.
However, the report suggested the tax department to review the aspect comprehensively so as to evolve an appropriate strategy to make the scheme successful.
Lint Price Slips To Rs7,000 Per Maund 
(The News 08-10-2010)
 
Major Trade Boost $1.3 Billion Goods Allowed Into EU Duty-Free 
(Business Recorder 08-10-2010)
 BRUSSELS (October 08 2010): Jeans, slippers and truffles will be among 900 million euros ($1.3 billion) in Pakistani goods allowed into the European Union duty-free from next year under EU plans for trade assistance to the flood-hit country. The scheme, unveiled on Thursday, will suspend tariffs on 75 types of Pakistani-made goods which account for about 27 percent of exports to the EU, boosting sales by about 100 million euros.

The move is meant to help Pakistan recover from devastating floods and maintain political stability. In parallel, Islamabad has agreed to take back illegal migrants returned by EU states. Most of the trade concessions will be on textile exports, though there will be no tariff cuts on Pakistan's main product - bed linen - because of EU industry opposition.

"This proposal will offer a real boost to Pakistan's economic recovery, while at the same time taking into account sensitivities of EU industries," EU trade chief Karel De Gucht told reporters. The plan foresees suspending tariffs for up to three years, and will include monitoring to ensure exporters from other states do not try to smuggle their wares into Europe via Pakistan to avoid duties.

It must be approved by EU governments, the European Parliament and members of the World Trade Organisation, including India, Sri Lanka and Bangladesh, which compete with Pakistan for textile sales to Europe. EU officials said they hope for full approval by January. EU manufacturers criticised the plan for including sensitive products such as cotton yarn, fabrics and towels, in which European industry is already struggling to compete with countries that have access to cheap local cotton.

"We don't believe our textile and clothing industry should have to pay for what Europe is giving to Pakistan," said Luisa Santos, head for international trade issues at EU textile and clothing lobby Euratex. "This will not help regular Pakistanis. This will help a couple of companies that already have turnover of more than 200 million euros," she added.

Among companies that could gain from the plan are Pakistan's largest listed textile company, Nishat Mills Ltd and Sapphire Textile Mills. Reeling from floods that have displaced millions, Pakistan has said it urgently needs greater market access to help stabilise its economy, and has said Islamist militants could exploit its economic crisis and any political instability.

The plan was unveiled on the same day as EU ministers approved an agreement with Pakistan that allows either side to return any illegal migrants to their country of origin. Britain, Sweden and Germany pushed for the trade benefits, but France, Italy and other EU states with domestic textile and clothing industries were reticent at a time of economic stress. Others say the concessions will do most harm to Bangladesh.

"This is robbing Peter to pay Paul," said one trade expert from a country outside the EU. "The only reason it will go through is because of political relations in the region." Products affected by the tariff suspension include cotton yarn, woven fabrics, cotton jackets, trousers, baby clothes, socks, gloves, sandals and mushrooms. The tariff break also allows for 100,000 tonnes of ethanol per year.
RGST Implementation World Bank For Resolving ERS, Pending Refunds Issue First 
(Business Recorder 08-10-2010)
 ISLAMABAD (October 08 2010): The World Bank has conveyed to the Federal Board of Revenue that effective implementation of the Expeditious Refund System (ERS) and the reduction of the stock of pending refund claims are critical problems which needed to be resolved prior to the approval of the forthcoming Reformed GST.

Sources told Business Recorder here on Thursday that the WB review mission has submitted a report on the Tax Administration Reform Project (TARP). According to the WB report, to ensure clearance of pending refunds before introducing the RGST, the FBR Revenue Board issued a detailed Executive Order. The WB has recommended to the FBR to closely monitor the execution of the Executive Order and prepare a specific plan to extend the ERS to commercial exporters.

The execution of the tax administration reform program is showing positive effects. Compliance with registration and filing and payment requirements is improving and field audits are being re-introduced. The initiation of expeditious refunds, including electronic filing of the sales tax refund claims, is preparing the ground for the Reformed GST initiative, the WB said. However, some key actions have to be taken in the areas of management and performance indicators, enforcement, audit, and information technology.

The WB pointed out that the FBR has moved considerably with its reform plan, but some management issues have still to be addressed. Confused roles and lack of co-ordination between HQ operational policy and operation units and field formations, the absence of clear business rules designed at the operational policy level and rolled down to RTOs and LTUs, high turnover in key management positions, and the absence of an effective management of key performance indicators are issues to be addressed swiftly as a condition to fully reap reform benefits.

The main WB recommendations for management and the use of performance indicators are: The FBR should define clear rules of engagement between Members Audit, Enforcement, Operations and Legal, with RTOs and LTUs so that operation policies, settled at HQ level are rolled out to field formations for unambiguous and standard execution.

The FBR should adopt a new set of perform indicators to be produced automatically by PRAL. The Board should establish monthly meetings to review discrepancies between targets and actual results and to adopt the relevant corrective measures.

The WB report said that the FBR is showing very good progress in enforcement activities: registration is increasing steadily, the number of returns is increasing as well, in particular for income tax and withholding statements, and the balance of arrears has been reduced.

The challenge now is to further increase enforcement effectiveness at RTO/ LTU levels. The field formation commissioners' discretion of selection and action should be reduced. The IT system should provide the cases automatically and send notifications and intimations to defaulters. The IT system would follow Member Enforcement's guidelines and the relevant commissioner would be adequately informed on the taxpayers intimated/ notified. Fines for non-filing, short-filing, and late-filing would be also automatically be applied by the IT system. Also best judgement assessment and provisional assessment should be produced by the IT system and sent directly to the taxpayer. Field staff should focus on the exceptions, while the IT system takes care of the bulk and repetitive work.

The WB said that the E-tax administration is progressing well in the FBR. Most returns are filed electronically and some payments are also made automatically. The challenge now is to increase the percentage of e-filers to 100 percent and the e-payments to 50-60 percent by 2013. Also, it is convenient to develop/purchase a basic IT accounting system to be given free of cost to small taxpayers. This will reduce their compliance burden and the information they provide to FBR will be more accurate.

Taxpayer profile information has been found inaccurate for many taxpayers. The field formations, with some IT support should establish special task forces to clean up this information and thus improve the accuracy of enforcement information. The active taxpayer list is a successful FBR initiative. It is working properly, and now needs to be extended to the income taxpayers.

The WB recommended the FBR to centralise the issuing of notifications and intimations as well as the automatic application of fines for non-compliance with filing and payment requirements. The FBR should establish task forces and set targets at the RTOs to clean up the taxpayer profile information.

The Board should develop and put in place a centralised system to produce best judgement assessment as well as provisional assessments and send them directly to the relevant taxpayers. The FBR should design and put in place a strategy to significantly extend e-filing and payment and make available to small taxpayers a simple IT accounting system.
One Time Flood Tax Imposition Opposed  
(Business Recorder 08-10-2010)
 ISLAMABAD (October 08 2010): Renowned economist Dr Hafiz A Pasha opposed the federal government's proposal to impose one time flood tax in the country to generate revenue to support the reconstruction and rehabilitation of around 20 million displaced people (DPs). He said imposition of any new tax on existing taxpayers would not help the government to generate desired revenue. In addition to this, Federal Board of Revenue could not get additional information about taxpayers.

He stressed the government to introduce tax-reform in country accordingly to its commitment in annual federal budget. "Government must extend vat on services and wealth tax if it desire to achieve the target of tax for flood affected people," Dr Hafiz said.

He was speaking at a conference. Barclays Bank hosted the One-day Development Organisation Conference on Thursday at a local hotel. The theme of the conference was 'the road to sustainable development: challenges, opportunities and alliances.

He said there were also other ways shown to government but it failed to enforce these steps. "We see the government failed to restructure the economy, cut down the current expenditure and introducing austerity measures within government departments," he said.

Replying to a question, Hafiz said the size of first democratic government of Pakistan People's Party was very small. The size of cabinet of present regime was large as it was a coalition government and every political party wants its representation in decision making.

He said one of the major challenges ahead to government was to convince the donors how serious they are in rehabilitating the flood affected people. During her speech on topic "The role of donor countries in meeting developmental challenges in a post flood Pakistan," Ambassador Robin Raphel said the US administration's main focus was preliminarily on three major adjustments. First, she said to invest in rebuilding infrastructure. Second, she said to help the governmental institutions where they needed finance like health, education and other social programme. Last, she said to support and develop the vulnerable areas like Khyber Pakhtunkwa, Northern Sindh and Southern Punjab.

She said most of donors' funding was going through international and local non-government organisation. The philosophy was they had capacity to deliver the services in possible short time. Earlier, Minister for State for Finance and Revenue, Hina Rabbani Khar said Since October 2005, Pakistan had appealed to international community from the platform of UN on four occasions.

She said due to world economic recession and a key alliance to US in war against terror Pakistan had been facing a number of challenges. "Since 9/11 incident, Pakistan's economy has been inflicted a loss of 40 billion dollars in war against terror," she urged. Despite, many challenges Pakistan's economy was stable and growing. Defending the government, Advisor to Ministry of Finance, Saqib Shirani said in current situation, public expectation to government was too high. Government should response to existed circumstances.

He said the government's first plan was not to make commitment to pay back internal and external obligations. "Along with imposing tax, government had other options too," he said, adding, World Bank estimated government could earn up to 16 billion dollars remittances which was policy driven. The export was reached to 19 billion dollars.

To overcome the energy shortage, he unveiled the government's energy policy. He said, the policy envisaged the import of LNG within two years. This fuel mixing would help to ease the pressure on import bill of petroleum and petroleum products. Country also signed Iran Pakistan gas pipeline project. The current energy policy also focused to promote indigenous sources of energy.

Other speakers who expressed their views on how to deal with this natural calamity include Advisor to State Bank of Pakistan, Dr Mushtaq Khan, former chairman Competition Commission of Pakistan Khalid Mirza and others. Chief Executive Officer of Barclays Bank PLC Shahzad Dada thanked the participants and offered his complete support to the development organisations. He said Barclays would like to facilitate the development organisations in enhancing their efforts in social development of Pakistan through this conference.

A number of international and local development organisations operating in the areas of education, healthcare, water and sanitation, relief and rehabilitation, monitoring and evaluation, power, entrepreneur and agriculture development participated in the conference.
Only 7,291 New Taxpayers Added To Tax Net Till June 30 FBR Enforcement Action In Karachi  
(Business Recorder 08-10-2010)
 ISLAMABAD (October 08 2010): The level of documentation is evident from the fact that tax authorities have discovered only 7,291 new taxpayers during 2010 in Karachi - the major business hub of the country. Sources told Business Recorder here on Thursday that most of the top multinational companies, manufacturers, importers, investors and many other categories of businesses have their offices in Karachi where all kinds of business activities are taking place on a regular basis.

The enforcement actions against the business units only managed to identify merely 7,291 new persons up to June 30, 2010 not in the tax net. The figure of 7,291 new taxpayers has been communicated by the tax office of Karachi to the Federal Board of Revenue (FBR), reflecting poor level of compliance by the business and trade concerns.

The tax managers have found only 7,291 potential persons in Karachi despite the fact that thousands of retail outlets, wholesalers, dealers, retailers, hotels and service providers are potential taxpayers.

According to the Federal Board of Revenue (FBR) instructions to the Regional Tax Office (RTO) Karachi, information submitted by RTO has been examined and noticed that number of new taxpayers discovered were 7291 - whereas notices for filing of NTN application were issued in 6640 cases. The RTO should issue notices for filing of NTN application in remaining 651 cases immediately and submit report to the Board. In addition to this, in 2214 cases no notice under section 114(4) of the Income Tax Ordinance 2001 has been issued so far. These cases related to the non-filers of returns where notices would be served under section 114(4) to enforce filing of returns. The RTO Karachi must enforce the aforesaid provisions of law immediately and submit progress report by November 10, 2001.

The data submitted by the RTO Karachi to the FBR for the period ending on June, 30 2010 revealed that the number of businesses visited are 35,730; number of existing taxpayers are 28,439; number of new taxpayers discovered are 7,291; number of notices issued for filing of NTN application are 6640; number of NTNs allotted, 5077; number of notices issued u/s 114(4) are 5077 and number of returns filed voluntarily in response to notices u/s 114(4) are 330, RTO Karachi letter added.
 
Pakistan Foreign Exchange Reserves Hit $16.99 Billion Record Level  
(Business Recorder 08-10-2010)
 KARACHI (October 08 2010): The country's foreign exchange reserves rose to a historic level of $16.99 billion during last week because of rising foreign inflows. The State Bank of Pakistan on Thursday revealed that the country's total liquid forex reserves posted an increase of $204 million to $16.992 billion on week ended October 1, 2010 from $16.788 billion a week earlier.

Current level of reserves is historical, as earlier the country's liquid forex reserves stood at $16.788 billion on September 24, 2010. "The increase is due to the continuously rising inflow of remittances, as well as the inflow of a grant of $16.6 million from the United Kingdom to be spent on education in the Khyber-Pakhtunkhwa," said Syed Wasimuddin chief spokesman of SBP.

The major rise has been witnessed in the reserves held by the SBP, which crossed for the first time, a level of $13 billion. Reserves held by the SBP increased by $163.7 million to $13.156 billion during last week as compared to $12.992 billion a week earlier. Foreign exchange reserves held by banks posted an increase of $40.3 million during last week. With current surge, overall forex reserves held by banks rose to $3.82 billion as compared to $3.816 billion a week earlier.
LCCI Welcomes FBR's Decision To Continue Zero-Rating Arrangement  
(Business Recorder 08-10-2010)
 LAHORE (October 08 2010): The Lahore Chamber of Commerce and Industry has welcomed the Federal Board of Revenue decision to continue zero-rating arrangement for the export-oriented industries even after the imposition of Reformed General Sales Tax (RGST). President LCCI, Shahzad Ali Malik in a statement said the zero-rating facility is one of the major concessions for the export-oriented industry and if it was withdrawn, it could have an adverse impact.

"It would be wiser on the part of the finance minister to come up with a package of incentives for the business community that is facing multiple internal and external challenges." He urged the government to keep the RGST pending till the time trade and industry get back on its feet because in the present economic scenario the businesses cannot afford any new tax. He said the present government would have to focus on implementation of home-grown policies instead of taking dictations from the IMF and the World Bank because they have little understanding of the ground realities.
EU Proposes Concessions To Pak Exports 
(Dawn 08-10-2010)
BRUSSELS, Oct 7: The European Union’s Executive Commission proposed on Thursday to liberalise 75 tariff lines on imports, mainly of textiles, from Pakistan as part of its contribution to the country’s economic recovery following unprecedented devastation caused by floods. 

The commission’s proposal, — which now goes for formal approval to EU member states — covers about 27 per cent of Pakistan’s current exports to the EU. 

Although it will be implemented after EU governments give their go-ahead, the commission’s decision requires a waiver by the WTO and hence could be contested by other textile exporters. 

Such a procedure could, however, take several years. 

Officials said the new commission move would yield an increase in EU imports from Pakistan of about 100 million euros. “I am very pleased that there is full support for this proposal which is designed to maximise the benefits for the people of Pakistan after the devastating flood,” EU Trade Commissioner Karel De Gucht told reporters.—Shada Islam 
Gas Prices May Rise Five Times 
(Dawn 08-10-2010)
 LAHORE: Under pressure from international lenders, the government is likely to peg gas prices to the BTU value of oil soon. The move will increase gas prices for all types of consumers by an alarming 500 per cent from the current average sale price of Rs320 to about Rs1,600 per million BTU. 

According to sources in the ministry of petroleum and natural resources, the IMF, World Bank and ADB are pressing the government to make British Thermal Unit of oil a benchmark for gas prices and the government, finding no way out, is getting ready to concede. 

The sources said that if gas prices were linked to the BTU value of oil, the average sale price for domestic consumers would jump from the current Rs200 per mmbtu to Rs1,000. For industry and commercial users, the average sale price will go up from Rs382 mmbtu (currently being sold by Sui Northern Gas Pipelines Ltd) to Rs1,910 mmbtu. 

The same will apply to the CNG sector, but the impact may be a little less because its price is already quite high. The lenders are of the opinion that all sources of energy should be made part of ‘one basket’ and their prices be linked to their BTU (heat) content which should then be pegged to international oil price. 

The sources said that both Sui Southern and Sui Northern were already selling gas according to its BTU content, but linking the content to import price of oil was a harsh proposal. “To make the matter worse, the government is getting ready to approve the proposal at huge political and social risk,” they added. 

An SNGPL official said that if the government accepted the lenders’ demand it would have to answer two basic questions — whether people and economy would be able to sustain this increase and was it ethical to link the price of a domestic commodity to international prices. 

“Addition of each rupee to the price encourages theft and corruption in the billing and collection system. This kind of raise would simply fail the company because no one would pay,” he warned. 

He said the government should also realise that the impact would not only be limited to gas price for domestic and industrial consumers. It will include electricity tariff because most of the new generation plants are gas-based and older ones are being converted to gas because of the price advantage.
Conversion Rates 
(Dawn 08-10-2010)
 KARACHI: The following are October 8, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.

US dollar Rs 85.8632
Japanese yen Rs 1.0405
Pound sterling Rs 136.8659
Euro Rs 119.9337

LIBOR

The following is Libor rate for calculating interest on special US dollar bonds for October 7.

Libor
For 6 months 0.46%
Exporters Hail EU Concessions With Caution 
(Dawn 08-10-2010)
 KARACHI, Oct 7: The trade and industry leaders have expressed reservations over the European Union’s (EU) tariff concessions and said that one could not come to any conclusion till such time the details of items along with their HS code are disclosed. 

These leaders are apprehensive that if the tariff concessions announced are related to raw and semi-raw materials then it would be devastating for the domestic industry, which is already under crisis. 

Referring to the EU’s Executive Commission proposal on Thursday for liberalising 75 tariff lines on imports, mainly of textiles, from Pakistan, trade and industry leaders, however, undoubtedly hailed the impact of euro 100 million increase in imports by the EU member states. 

They were unanimous in their view that all this depend up on the list and category of items included in the tariff concession lines. 

The initial document proposing tariff concessions prepared by the European Commission (EC) had already included raw and semi-raw materials such as different categories of yarn, fabrics and woolen carpet. 

Therefore, this has created a lot of mistrust between the Pakistani negotiating team and the local industry, which still doubts that any substantial benefit could be driven from these tariff concessions aimed at giving a trade boost to the flood-ravaged country. 

Pakistan Readymade Garments Manufacturers and Exporters Association (Prgmea) chairman Ejaz Khokar feared that if the list of tariff concessions belongs to raw material, the country instead of benefiting from it would lose in exports to EU region.. 

He said that the government never included private sector stakeholders in the negotiating team with the EU and this seems to have left a lot of weaknesses and the desired results do not seem to have been achieved. 

Pakistan Hosiery Manufacturers Association (PHMA) chairman Junaid Makda said that if the EU included in the tariff concession list of those items, which suits them and which ensure protection to their domestic industry, it would be of no use for Pakistani exports to Europe. 

Pakistan Bedwear Exporters Association (PBEA) chairman Danish Javed said that the government in the past also committed similar mistakes, which damaged the interest of the country. 

He demanded that the private sector, which is well abreast of the facts and knows how to protect its trading interest, should always be included in the negotiations. Mr Danish feared that the list of tariff concessions on raw materials would benefit the East European member states of EU, who badly need such items. 

However, he cautioned that this would further damage domestic industry as cost of raw materials such as yarn and fabric will soar and make domestic value-added industry uncompetitive in the world market. 

All these leaders have pinned their hope on the nature of items included by the EU in the tariff concession, which comprises 75 dutiable products lines for Pakistan’s exports. 

These selected product lines amount to almost euro 900 million in import value, accounting for about 27 per cent of EU imports from Pakistan with total exports of euro 3.3 billion.
Reserves Reach All time High 
(Dawn 08-10-2010)
KARACHI, Oct 7: Country’s foreign exchange reserves reached close to $17 billion, an all-time high, said a State Bank report issued on Thursday. 

While the government is busy negotiating with the IMF to get release of two tranche of the Standby Agreement of $11 billion, the higher inflow of remittances and support for aid has helped reserves make a new record. 

The reserves of the State Bank reached $13.156 billion while that of commercial banks reached $3.836 billion to make the country’s total as $16.992 billion. 

A couple of weeks ago while foreign exchange reserves were intact, rupee started depreciating against the US dollar and fell to new record low. 

The rising foreign exchange reserves did not support local currency which lost 6.1 per cent against the dollar in 2009, though reserves were intact. 

Currency watchers said the local currency has been losing because of weak economy and uncertainty regarding country’s relations with the US as Pakistan is an important partner in war against terrorism and due to hidden fear in the rising current account deficit. 

For the first two months of the on-going fiscal year, the current account deficit was 48 per cent higher than the same months of the previous year. 

Pakistan has been asking the European countries to provide space for its exports reflecting that the country could earn some more dollars, but rising trade and current account deficits mitigated the enthusiasm about stable exchange rate.

