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1. US-AID-NOT-TO-STOP-HAFEEZ
ISLAMABAD: Finance Minister Dr Hafeez Shaikh has dispelled an impression that the United States will suspend economic assistance in the wake of Osama bin Laden`s killing. 
Talking to newsmen after a meeting of the Economic Advisory Council here on Saturday, he said: “There is no threat to the assistance because economic relations with the US are at government to government level.”

He said neither the tax rate would be increased nor any new tax would be introduced in the next budget. The tax base would be broadened by netting non-filers and the taxation system would be made more equitable, he added.

The minister said one per cent turnover tax would be replaced by gross asset tax and the GAT would be adjusted against the income tax deposited by an individual.

He said that no decision had been taken about a raise in the salary of government employees and the issue would be decided by the cabinet.

Meanwhile, convenor of the EAC Dr Hafiz A. Pasha said that there were legal issues involved about the imposition of the GAT after the passage of the 18th Amendment and legal experts were being consulted to seek their opinion whether the federal government could impose a tax on immovable property.

He stressed the need for broadening the tax net, ensuring equity in tax system, overcoming energy shortages, capital markets and banking sector reforms and undertaking micro-economic reforms to improve competitiveness of industry and agriculture.

2. WEEKLY-INFLATION-UP-BY-006PC
ISLAMABAD, May 7: The Sensitive Price Indicator (SPI), for the week ended on May 5, for the lowest income group up to Rs3,000 registered a nominal increase of 0.06 per cent over the previous week.

The SPI for the week under review in the said group was recorded at 299.98 points as against 299.81 points in the previous week.

According to the provisional figures released by the Federal Bureau of Statistics (FBS) the SPI for the combined group registered an increase of 0.39 per cent as it went up from 286.97 points to 288.08 points in the week under review.

As compared to the corresponding week of last year, the SPI for the combined group witnessed increase of 16.13 per cent.

The SPI for the income groups from Rs3,001-5,000, Rs5,001-12,000 and above increased by 0.04 per cent, 0.12 per cent and 0.71 per cent, respectively.

During the week under review average prices of 18 items registered decrease, while those of 18 items increased with the remaining 22 items’ prices remain unchanged.

The items which recorded decrease in their average prices during the week under review included tomato, garlic, egg (farm), sugar, wheat (average quality), onions, wheat flour (average quality), gram pulse (washed), masoor, (washed), mash (washed), red chillies, moong and vegetable ghee (loose).

The items which registered increase in their prices included kerosene, potatoes, LPG cylinder (11 kg), petrol, diesel, curd, chicken (farm), milk fresh, bread plain (mid size), washing soap, electric bulb, (60WT), cooked beef (plate), bananas, mutton, mustard oil, rice basmati, beef and fire wood.

The items with no change in their average prices during the week included rice (irri-6), gur, milk powder (Nido), vegetable ghee (tin), cooking oil, (tin), salt powder, tea (packet) etc. —APP
3. CONVERSION-RATES
KARACHI: The following are May 9, State Bank conversion rates for foreign currency deposits, dollar bearer certificates, foreign currency bearer certificates and special US dollar bonds.
US dollar             Rs   84.7000
Japanese yen    Rs     1.0540
Pound sterling    Rs 138.7979
Euro    Rs 123.1962

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

Libor
For 6 months    0.42%
 
THE NEWS
 
1. FPCCI rejects proposed wealth, asset tax
FPCCI rejects proposed wealth, asset tax
By our correspondent
KARACHI: The Federation of Pakistan Chambers of Commerce and Industry (FPCCI) has opposed the proposed wealth tax and asset tax in the next budget. At a pre-budget seminar jointly organised by FPCCI and Institute of Cost and Management Accountants of Pakistan (ICMAP) on Friday, speakers criticised the government for intending to levy wealth tax, calling it “double taxation” and saying it would further enhance income concealment.
2. Raw cotton sales improve after India’s ban on yarn exports
KARACHI: Raw cotton sales improved on Saturday after India imposed a ban on exports of cotton yarn, cooling down its domestic prices, dealers said.
Shakeel Ahmed, cotton analyst, said cotton prices would shoot up by Rs500-600 per maund in upcoming days in the local market as India banned exports of cotton yarn, reducing domestic prices. 
“Indian ban on the commodity exports will definitely benefit our exporters of cotton yarn as they would be able to export their abundant stocks stuck in factories,” said Ahmed. He said profitability of the cotton yarn factories remained under substantial pressure as high prices of inputs and falling demand hit their operating margins. 
“Mill owners are unable to pass on the increase in the cost to the market as this would affect demand and hit the sales momentum,” said Naseem Usman, chairman of the Karachi Cotton Brokers Forum, reacting to the commodity’s uptrend in days to come. Higher commodity prices and adverse currency movement dented cotton trading in local and international markets for around two months. “But the local market has been slowly gaining momentum as cotton buying is increasing every day.”
Prices of raw cotton remained unchanged for the fourth consecutive day on account of slowdown in demand for commodity in the country as millers contain ample stockpiles of cotton yarn in their warehouses.
Spot rates of the Karachi Cotton Association (KCA) remained stable at Rs9,000 a maund and Rs9,645 per 40 kg for average quality lint on the Karachi Cotton Exchange (KCE). Seedcotton (Phutti) held also steady at Rs2,500 per 40 kg in both cotton growing areas, Punjab and Sindh.
On the International Commodity Exchange (ICE), raw cotton for May and July contracts dropped 11.56 cents and 1.30 cents to close at $1.53 and $1.45 per pound, respectively for the third straight day because of the global downtrend in commodity markets. 
The country’s cotton sales improved to 4,814 bales of raw cotton (of 170 kg each), including 700 bales from Mir Pur Khas; 800 bales from Khipro; 1,000 bales from Rohri; 903 bales from Deharki; 400 bales from Shujabad; 811 bales from Haroonabad and another 200 bales from Burewala at prices between Rs7,000 and Rs8,500 per maund.
3. Proposal to end tax exemptions irks KCCI
 Proposal to end tax exemptions irks KCCI
By our correspondent
KARACHI: The Karachi Chamber of Commerce and Industry (KCCI) has criticised the statement of secretary finance recommending complete withdrawal of tax exemption and zero tax rate for the export oriented industries. The five zero rated export sectors including textile, carpets, leather, surgical and sports goods, were the backbone of Pakistan’s economy with contribution of more than 60 percent of the country’s total exports, KCCI President Mohammad Saeed Shafiq said in a statement on Saturday.
B RECORDER
 
1. Textile, clothing exports face competitive threat
ISLAMABAD  (May 08, 2011) : Pakistan's one-third of textile and clothing exports are facing a competitive threat in the post-quota era. According to a study conducted by Pakistan Institute of PITAD, an attached department of Commerce Ministry, Pakistan has lost its market share to China in those core threatened lines in which world exports growth rate was fast while market share to India was lost in the slow growing categories.

Further intense competition is expected in major importing markets of Pakistan, ie EU-27 and USA, since safeguard measures on specific Chinese textiles and clothing has expired. "As five years have elapsed since the expiry of agreement on textiles and clothing (ATC), it is time to confront and resolve the ambiguity of ex-ante studies with actual performance of Pakistan's textiles and clothing exports in post-quota era," the study said.

The study titled 'post-ATC threats to Pakistan's textiles and clothing Export: identification of product lines at a disaggregated level' was conducted by Dr Sajjad Akhtar and Yasmin Abdul Wahab. The scope of the report was as follows: (i) to assess and compare the performance and global competitiveness of Pakistan's textiles and clothing exports between ATC and post-ATC periods;

(ii) to assess and compare the performance of Pakistan's textiles and clothing exports between the two periods vis-à-vis its three regional competitors, ie India, Bangladesh and China;(iii) to identify those sub-sectors and product lines which are threatened globally in the post-ATC period; and (iv) to assess competitive pressures from regional competitors in Pakistan's major importing markets (USA and EU-27) between the two periods.

The analysis reveals that out of 551 textiles and clothing product lines (HS-6 digit), 120 lines face threat in the post-quota era. These constitute 21.5 percent of selected lines and 33.7 percent of total textiles and clothing exports. Additionally, 106 product lines or 19 percent of the lines have weakened further (in terms of competitiveness) in the post-ATC era. Among the 120 threatened lines, 29 lines (designated as core threatened lines) constitute more than 90 percent of total threatened lines. However, among these threatened tariff lines, some products may be low value-added and low export earners, yet it gives the guideline to policy-makers to make their negotiating positions in any future trade promotion strategies.

The study further says that empirical evidence indicates that within 120 threatened lines, Pakistan's loss of market share to China and India was the highest in those product lines in which world exports experienced a slow growth rate. Moreover, Pakistan has not been able to hold its position in specialised products, neither in ATC nor in Post-ATC periods, with respect to all three (including Bangladesh) regional competitors. Results also suggest that Pakistan's 120 threatened lines have a more common post-ATC export profile with India rather than China and Bangladesh.

In terms of competitors' positioning, out of Pakistan's 29 core threatened lines, India is competitive in 13, China in 14, and Bangladesh in 7. Interestingly, only two of the lines among China and India are common. Thus, the threats to our exports in the Post-ATC were mutually exclusive or divided between China and India in both the major importing markets.

The report has also contributed in the policy-making framework by examining recently offered EU emergency package and compared those tariff lines' positions vis-à-vis Pakistan's competitors. The report explains the reason for the opposition of India and Bangladesh to the grant of concessions under EU emergency package. The study finds that if Pakistan is granted flood relief duty waiver by EU-27, estimates from the various methodologies and under varying assumptions indicate that benefits from emergency trade concessions only to Pakistan can range from US $92 million to $255 million. Moreover, a one percent capture of respective shares of competitive exports of competitors to EU by Pakistan due to tariff reduction adds $115 million to our exports.

The identification and positioning of product lines at the 6 digit HS-level into competitive, threatened, weakened and emerging lines in the Post-ATC period has direct policy relevance in terms of mapping them onto firms and devising various mesa-level and micro-level interventions including trade diplomacy, at the product/firm level to mitigate the approaching threats to textiles and clothing exports.
2. 130 spinning mills closed due to energy shortage
LAHORE  (May 08, 2011) : Around 130 spinning mills have been closed in Punjab due to energy shortage. There are 12 million spindles installed across the country, out of which there are 8.5 million spindles in Punjab. Closing of 8.5 million spindles in Punjab means a closure of 3655000 spindles in total.

Each spinning mill, on an average consist of 28,000 spindles, which means closure of 130 spinning mills until the electricity and gas supply is ensured by the government. It may be noted that the SNGPL has been suspending gas supply to the textile industry since September 2010. It is for the first time that the textile industry is facing gas shortage even during the summer season. Presently, the SNGPL is supplying four days a week gas to the textile industry with a closure of three days.

Similarly, those running on Pepco feeders are facing loadshedding of four to five hours a day besides forced closures. Therefore, Aptma leadership has decided to close down 43 percent of its capacity, which means 130 spinning units in total until the government ensures uninterrupted energy supply. Besides energy shortage, the market slow down is being described another factor behind the move. According to the industry circles, a closure of 130 spinning mills means a reduction in yarn production to 103200 tones a month from actual capacity of 240000 tones a month.

This situation may put the ancillary industry into a troublesome situation in case the yarn availability becomes scarce in the market in near future. It would also hit the dream of achieving $14 billion export target. The textile industry has so far achieved $10 billion exports, short of $4 billion exports in next three months.

Achievement of $14 billion export is not possible without over a billion dollar exports for each month during May, June and July 2011, they added. Similarly, the prospective investors in the textile industry have also halted their investment plans due to crisis. There is a general perception that the joblessness would increase due to the present situation the textile industry is facing.
3. Apparel Sector demands release of duty drawback, r&d claims
Karachi  (may 08, 2011) : pakistan apparel forum has sought intervention of the ministry of textile for the release of big amount of pending claims of drawback on taxes and levies to bail out the exporters who were faced with liquidity crunch.

"we most earnestly request your goodself to release the amount of more than rs one billion already lying with mintex or state bank of pakistan for disbursement to exporters against their duty drawback claims, "chairman paf muhammad jawed bilwani addressed the secretary mintex in a letter.

he said that the textile exporters had serious problems in meeting their export commitments and run their factories for want for funds. he also demanded the release of the previous r & d claims of the exporters pending with state bank of pakistan. the release of this amount would provide some financial space to the exporters.
4. Tax Exemption, zero rating: concerns voiced over secretary finance's statement 
Karachi  (may 08, 2011) : the business community is greatly perturbed to read the statement of secretary finance, dr waqar masood khan in daily dawn of on saturday, proposing complete withdrawal of Tax Exemption and zero rating, lamented president karachi chamber of commerce & industry (kcci), muhammad saeed shafiq.

shafiq said that dr waqar masood khan is not aware of the discussions, which continued for more than 15 days on the intricacies of zero rating at kcci wherein karachi chamber played a positive role. in-spite of the fact that rgst was totally rejected by the business community, marathon meetings and discussions continued for four days between the finance minister, dr abdul hafiz shaikh, chairman, fbr, salman siddique and his team and business community leaders in the endeavour to keep the wheel of industry moving as well as realising the fact that five zero-rated export sectors are the backbone of economy with a contribution of more than 60 percent of country's total exports.

he said it is noteworthy that the government and the business community leaders have always been agreeing on one point, which is continuity and stability of the policy and in these meetings, apart from deciding the modus operandi of collection and its rate, it was also demanded by business community to adopt the agreed policy for a period of three years. chairman fbr was of the view that the agreed policy should be for two-year period. it was never on the cards that this agreed policy would last for only two months.

therefore, giving such statements in the press shatters and completely shakes confidence of the investors because all the hierarchy of the government - president, prime minister, finance minister were on-board and agreed to this decision. the major reason of this was the aim to avoid corruption of huge dimensions in seeking refunds under the mode of flying invoices, over invoicing, frauds in refunds etc.

kcci president said that the sectors, which export 80 percent and more of the production cannot be subjected to such syndrome of refund regime which would be a sheer exercise in futility. even today, these sectors are plagued with numerous burdens in the form of severest ever liquidity crunch owing to huge amounts of drawback claims; sales tax refund claims and custom rebate claims coupled with high cost of doing business, frequent load-shedding of gas and electricity, leading to closures of factories and greatly endangering this sector generating huge employment and great earnings in foreign exchange. we therefore most fervently appeal to the president, prime minister and finance minister to continue with the agreed policy as any change as feared by the business community after reading today's statement of dr waqar masood khan, secretary finance, would be a fatal blow to crush the vibrant sector, the backbone of nation's economy, he concluded.-pr
5. My-karachi exhibition 2011 to be held in july
Karachi  (may 08, 2011) : the karachi chamber of commerce and industry (kcci) will organise "My-karachi, oasis of harmony exhibition 2011" from july 22 to 24 at expo centre karachi. the kcci generated rs 1.70 million from the exhibition last year but this year it is likely to generate rs 2.0 million. governor sindh, dr ishrat-ul-ebad khan and chief minister sindh, syed qaim ali shah will attend the exhibition.

the kcci has booked four halls at expo center. hall no 1 will have 27 stalls with products valued at rs 4.8 million. hall no 2 will have 28 stalls and products worth rs 7.3 million, hall no 3 will have 34 stalls and stuff valued at rs 4.6 million while stalls in hall no 4 has 102 stalls majority of them reserved for women entrepreneur to be given on discount rates. 12 stalls are reserved for media.

the kcci has designed 8th "My-karachi, oasis of harmony exhibition 2011" which would act as an avenue for interactive business-to-business (b2b) linkages and business to consumer (b2c) relationship. My-karachi exhibition is a showcase platform for domestic and global products and services to small traders, large industries, manufacturers, service providers, multinational companies, financial institutions and social welfare agencies of pakistan. the kcci started this mega exhibition in 2004, which received appreciation at both national and international level. government of sindh co hosts this momentous exhibition every year. the main objective of this mega event is to promote true and real picture of karachi and pakistan, with an emphasis on karachi as centre of commercial activities as well as hub of financial, economic and industrial activities of pakistan.

karachi city - the largest metropolis of pakistan is recognised and valued as diversified and a gateway to central asia and the middle east. it would be a complete exhibition in all aspects encompassing the interests of corporate sector and consumers. the image of karachi was tarnished by the western media and now its responsibility of people of karachi specially the business community to come forward in order to rebuild the image of metropolis in particular and pakistan in general and make this event successful. the organisers hoped that the exhibition would portray the true picture of karachi as a peaceful city and the economic hub of pakistan. the exhibition will also promote trade.
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1. FBR for 4pc sales tax on jute bag suppliers

 LAHORE: The Federal Board of Revenue (FBR) has asked the Punjab and Sindh food departments to deduct four percent sales tax from jute bag suppliers as special case, instead of 17 percent. 
The FBR (Inland Revenue Wing) has issued the amended SRO 314(1)12011 and vide SRO 323(1)12011, with directions that only four percent sales tax be charged from the jute bags supplier. The SRO 283(1)12011 (sales tax and special excise duly) had created some ambiguity among both provinces’ food departments, which had sought a clarification from the FBR. 
In its revised notification, C.No1/29-STB/2011-pt, dated May 5, 2011, the FBR informed the Punjab and Sindh food departments that their request was examined in the light of notification SRO 283(1)/2011, dated 01.4.2011 as amended from time to time read with FBR’s clarifications C.No.1(140)C (RGST) 12011, dated April 4, 2011. 
The FBR made it clear that manufacturers of jute bags would charge sales tax at reduced rate of four percent of the value of jute bags supplied to the Sindh food department for procurement, storage and distribution of wheat (non-business purpose). The manufacturers of jute bags would not be entitled to any input adjustment in respect of jute bags so supplied. No special excise duty shall be charged on such supplies. 
2. Price of power

 With inflation standing at 14 percent, the steady increase in the price of virtually every item eats steadily into the budgets of households across the country. Only the very few, who stand on the upper-most rungs of the wealth ladder, are immune to its impact. The rest struggle to manage, take up extra jobs, try to find additional sources of income, and in the process, add to the ceaseless pressures that make up so many lives. For the poorest members of society, inflation means taking children out of school, putting them to work, and abandoning any effort to attain healthcare for sick family members. In this situation, the news of a two percent surcharge on every unit of power for the next six months is nothing short of crippling. The timing of the move is clearly designed to force additional money out of people, given, as we all know, that through the summer months, managing without power is a virtual impossibility. The increase, which will range from Rs0.18 to 0.30 comes also despite the fact that there is an acute shortage of power, with loadshedding setting new records. In smaller towns, more than 18 hours of loadshedding a day have been reported; Larkana recently remained without power for some 48 hours on account of a serious technical fault. People then are being made to pay more and more for a utility they don’t even receive. At the same time, the repeated outages are robbing tailors, small workshop owners and many others of their income, adding to the many hardships they face in life. The new price hike will only add to the frowns we see everywhere.
There are other questions that come to mind. Doesn’t the government care about the people? Is it clueless with regard to their sufferings – living in some dream world of its own? Or is this simply a case of complete indifference to the plight of the people? It is this latter view that seems most logical and is most readily accepted by the people themselves. It follows that respect for the government declines still further as the people wonder if it has any interest in their welfare and survival. There seems to be very little evidence of a desire on the part f the government to work for the people and fight on their behalf, rather than against them. The power price increase simply highlights this harsh reality.
3. Multi-million rupee treatment plants approved

Karachi 
The Sindh government has approved a Rs7,366 scheme for proper treatment of industrial waste after the superior judiciary’s intervention which considered it as one of the major environmental hazards faced by the city.
The Provincial Development Working Party (PDWP) has cleared the project for the establishment of four combined effluent treatment plants (CETPs) which would cost an estimated Rs7,366 million. The cost for these plants which would be dedicated to the industrial areas of the metropolis would be shared between the federal and provincial governments, according to official documents obtained by The News and information received from sources. 
The project would be vetted by the CWDP and the Executive Committee of National Economic Council (ECNEC). The decision was taken during a recent meeting of the PDWP chaired by Chief Secretary Development Ishaque Lashari. 
The proposed waste treatment plants will be located at SITE, Trans Lyari, Korangi and Landhi Insustrial areas as well as North Karachi and FB Industrial area.
The plants would be used to treat 80 million gallons daily (mgd) of industrial waste. The plants would primarily aim to remove pollutants such as Bio-Oxygen Demand (BOD), Chemical-Oxygen Demand (COD) and Total Suspended Solids (TSS) through the activated sludge process supported by Anaerobic USAB/EGSB reactor. 
This would bring down the pollutants to within the standards required for the disposal of untreated industrial waste into water bodies in and around the city.
The scheme was framed on the directives of the president of Pakistan who had ordered establishment of combined effluent treatment plants for different cities of the country. Accordingly, the scheme for the effluent treatment plants for Karachi was framed based on 50:50 cost sharing formulated between the Sindh and federal government.
The Supreme Court, while considering the human rights petition regarding environmental pollution control in the provincial capital, recently ordered the preparation of the project. Subsequently, the additional attorney general of Pakistan had been reviewing the progress of the scheme and the provincial government’s efforts to comply with the Supreme Court’s directions.
The participants of the meeting were informed that in a meeting held on March 24, 2011, the AAGP reviewed the status of the processing of the scheme and directed it be placed before the PDWP forum for clearance and onward transmission to the federal government. 
It was pointed out that PDWP had discussed the execution of the scheme PC-1 three times in its meetings on 19-8-2010, 23-12-2010 and 24-2-2011. Reportedly, there were ‘some differences’ between stakeholders as to who should execute this much needed environmental scheme. 
Although the scheme as per PC-1 would be executed by Karachi Water and Sewerage Board (KW&SB), the Industries Department Sindh and SITE had stressed that they should execute two CETPs located in SITE and Trans Lyari area (Haroonabad and Mauripur).
The forum discussed the issue and was of the opinion that since the PC-1 had been framed with Industries Department in mind as the sponsoring agency while KW&SB being the would be the executing agency therefore, it would be appropriate to clear the PC-1 for consideration and approval of the Central Development Working Party (CDWP) and Executive Committee of National Economic Council (ECNEC) at the proposed cost of Rs7366 million. 
The PDWP also directed the incorporation of the details of the Project Implementation Unit as it was mandatory for a project with such magnitude. The representative of KW&SB present in the forum’s meeting agreed to incorporate the requisite details in the PC-1.
The PDWP, while clearing the scheme asked the sponsors to submit the 45 copies of the PC-1, while incorporating all requisite details as discussed in the meeting duly countersigned by Additional Chief Secretary (Development) for onward transmission to the Federal Government for consideration of CDWP and ECNEC.
