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Poor response to diaspora bonds 
The launch of diaspora bonds, Pakistan banao certificates, on the last day of January this year, subsequent to 
the cabinet approval a month earlier, had generated 26 million dollars from less than 600 expatriates by the 
end of June 2018-19. This is significantly less than what was envisaged after the cabinet meeting, 3 billion 
dollars, as well as what was projected at the time of the bonds issuance, one billion dollars. This implies that 
Prime Minister Imran Khan's assumption, restated on several occasions, that overseas Pakistanis would 
purchase diaspora bonds, and Pakistani residents would pay taxes honestly, due to their confidence in his 
integrity and honesty; and he cited the overwhelming success of his annual drive to generate funds for the 
cancer hospital as proof of his contention. 
 
This newspaper at the time of the bonds issuance had cautioned the Prime Minister not to overestimate total 
investment in diaspora bonds (as well as tax collections) by linking them to charitable donations to his 
cancer hospitals because decisions to give in charity do not mirror investment decisions for one's family's 
future. Be that as it may, the five-year dollar-denominated diaspora bonds, at a rate of return of 6.75 percent 
and bonds with a three-year maturity period at 6.25 percent, should have been attractive enough for our 
expatriates given that the rate of return on offer in the West is less than half. Additionally, in the event that 
overseas Pakistanis would decide to redeem these bonds in rupees, instead of dollars, the rate of return 
would be one percent higher implying a very attractive rate of 7.2 percent for three-year bonds and 7.75 
percent for five-year bonds. Asked why the rates on offer were so high, the then Finance Minister Asad 
Umar, stated "the return on investment is not higher than what Pakistan will have to pay if it issues a new 
bond but this is higher than what overseas Pakistanis are currently receiving." 
 
Given that the rate of return was high what stayed the decision of overseas Pakistanis from purchasing the 
diaspora bonds? Before Umar's removal, reports circulating in the capital indicated that the Prime Minister 
held Umar personally responsible for not proactively promoting the bonds given that there were no road 
shows. However, this charge may have been unfair to say the least as few would invest in government issued 
bonds when government ministers, international donor agencies and independent economists were all 
expressing serious concerns over the state of economy. By end January 2019, the government had yet to 
undertake the necessary structural reforms or adopt measures to contain the budget deficit. True, the 
government was successful in procuring one-year loans from "friendly countries"; however, these loans 
were known to simply stave off the possibility of a default given the decline in exports, which did not pick 
up in spite of fiscal incentives and subsidised utility rates to exporters, and a significant shortfall in revenue 
collection while expenditure was allowed to rise. 
 
The question that needs to be asked today is whether after the approval of the front-loaded 6 billion dollar 
International Monetary Fund package with structural benchmarks and quantitative time-bound action plan, 
would the Pakistani diaspora have greater confidence in an economic turnaround? This seems unlikely for 
two reasons. First, the IMF has forecast a 2.4 percent GDP growth in the current year on the back of its 
conditions, including a market-determined exchange rate, a high discount rate that would reduce credit to the 
private sector, and a contractionary fiscal policy. And secondly, the very low foreign exchange reserves are 
to be strengthened by more external borrowing from friendly countries and issuance of bonds (sukuk/euro 
bonds/panda bonds) as well as borrowing from the foreign commercial banking sector (with Dr Hafeez 
Sheikh stating that reliance on this high interest low amortization period borrowing would be from zero to 8 
billion dollars in the current year). These are not statistics that would instill confidence in investors looking 
to safeguard their family's future income needs. 
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