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Export target seems hard to reach 
ISLAMABAD: The government has said the export target of $ 26. 2 billion of current 
financial year, seems difficult to achieve due to several reasons. 
 
According to Economic Survey 2019-20 released on Thursday, the main reasons 
associated with declining exports were currency overvaluation, domestic energy crises, 
global market contraction, declining international commodity prices, competitiveness 
crises especially between Pakistan and major export competitors. In FY2019, the 
government embarked on a journey towards stability and sustainable inclusive growth 
through various structural and policy adjustments including implementation of a 
market-based flexible exchange rate regime. 
 
There was considerable improvement in key economic indicators till third quarter of 
FY2020 and economic recovery was expected by the end of FY2020. The policy 
adjustments began to reap benefits in the form of a decline in current account deficit, 
buildup of foreign reserves, stable exchange rate, etc. During July-March FY2020, 
current account deficit reduced by 73.1 percent to $ 2.8 billion (1.1 percent of GDP) 
against US$ 10.3 billion last year (3.7 percent of GDP) mainly due to a reduction in trade 
deficit by 31 percent to US$ 14.7 billion ($ 21.3 billion last year). 
 
The Survey maintains that due to the COVID-19 Pakistan’s exporters are facing 
declining demand in overseas markets and difficulties in executing existing orders. The 
export target for current financial year was set at $26.2 billion, which seems difficult to 
achieve. The exports declined on a month on month by 47.2 percent in April 2020 to $ 
957 million as compared to $ 1814 million in March 2020. To support exporters State 
Bank of Pakistan maintained Export Finance Scheme (EFS) Rate at 3.0 percent and 
Long-Term Finance Facility (LTFF) at 6.0 percent. The LTFF limit has been enhanced to 
Rs 5 billion. SBP enhanced the existing limits of exports related soft loans and allowed 
manufacturing sector an advance payment of up to US $ 10,000 for import of raw 
materials and spare parts. Banks are allowed to make advance payment up to 50 
percent of the value of imports against LCs. The total subsidized credit to exporters 
outstanding under both schemes (EFS and LTFF) is approximately Rs 660 billion 
accompanied by a reduced performance requirement for availing credit under EFS, from 
twice to one and a half times of borrowed fund, that will be effective for the current as 
well as FY2021. 
 
A sharp decline in REER due to market-based exchange rate and the government’s 
initiative to provide cheaper electricity to the textile sector have enhanced the 
competitiveness of the Pakistani products vis-à-vis its competitors in the global market. 
Moreover, FBR expedited refunds claims of major exporting sectors, which alleviated 
liquidity constraints of exporters thereby augmenting their capability to export more. 
During ongoing financial year rice, readymade garment and knitwear were major 
contributors to export growth, with higher quantum offsetting the lower price effects. 
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On the other hand, exports of the POL group, tanned leather, chemicals and cement 
were major drags on the overall growth. Power subsidy provided to export sector in 
January 2019, when the government had announced 7.5 cents/KWh flat power tariff led 
to an increased value addition and improved export performance of this sector. 
 
SBP has also allowed banks to enhance the time period for realization of exports 
proceeds from existing requirement of 180 days to 270 days on a case-to-case basis 
where the delay is related to COVID-19. This would help exporters to provide ample 
time to their buyers for making payments. Exporters can directly dispatch the shipping 
documents of their exports’ consignment to their foreign buyers without any limit 
subject to the condition that exporter’s export over-dues are less than one percent and 
the exporter has exports of at least US$ 5 million during the previous three years. 
 
The monthly imports during July-March FY 2020 witnessed a declining trend. Import 
averaged $ 3.866 billion per month. On average the monthly import decreased by the $ 
654 million per month. Pakistan’s imports from countries like China, Saudi Arabia, the 
UAE and Indonesia constitute around 50 per cent of total imports. During the current 
fiscal year share of imports from China declined from 26 per cent in last fiscal year to 24 
per cent during July-March FY 2020. However, the share from the UAE has increased by 
2 per cent during July-March FY 2020 as compared to the same period of last year. 
 
In April 2020, imports declined by 32 percent and remained at US$ 3.2 billion compared 
to US$ 4.7 billion in April 2019. The main reason was suppressed demand for a wide 
range of energy and non-energy products also evident from falling crude oil prices 
which became a blessing in disguise for Pakistan. The total imports in July-April FY2020 
decreased to US$ 38.0 billion as compared to US$ 45.4 billion in the same period last 
year, thus registering a decline of 16.2 percent - the lowest level in four years. Due to 
depressed industrial demand, there is lower import in quantum which is complemented 
with lower international commodity prices especially crude oil, LNG, coal, and metal. 


