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          12th November, 2018 

 
 
The IMF way 
An IMF bailout is now formally being negotiated after the arrival of a delegation from the international 
lender last week. However, there is still confusion over exactly what kind of assistance the PTI government 
is looking for; the confusion is spread in no short measure by the government itself. Only a few days back, 
after returning from China, Finance Minister Asad Umar claimed that Pakistan had sorted out its current 
account deficit. Last Saturday, Umar claimed not to have determined the amount Pakistan needed from the 
IMF. If this was not the serious matter of the country’s economy, one could find some humour in the 
chicken dance that officials seem to be leading us into. You can’t ask for a loan without knowing the exact 
amount you are looking for. This is something any average investor going to a bank knows. There has been 
magical talk of the creation of a ‘wealth fund’ to turn loss-making public-sector enterprises into 
profitmaking ones before selling them off. To start with, why would one spend billions to make a public-
sector enterprise profitable only to sell it off? Privatisation may or may not work, but if the plan is to 
privatise, why put in billions more into these enterprises? 
 
While the finance minister might not want to admit it, there are rumours that the government will be looking 
for a $12 billion loan from the IMF. One must wonder what the situation would be if the massive cuts to 
development budgets initiated by the PTI had not taken place. Just to cover the current account deficit for 
the current year, the government is looking to pile on around $24 billion in debt, including the $6 billion 
from Saudi Arabia and the expected $6 billion from China. 
 
With the IMF around till November 20, the government still has an opportunity to reconsider the course of 
action it has adopted. More word on this is expected this week. There are, however, serious concerns about 
how the financial deficits are being managed. For example, the IMF asked the government where the money 
for the so-called ‘wealth fund’ would come from. The answer was not very convincing. The PPP has asked 
for transparency over loans from international lenders in the National Assembly. The effects of the loans are 
likely to be felt by the common citizen – and another small drop in the value of the rupee to the dollar 
already has people worried. Not only are the prices of utilities increasing, a further drop in the dollar-rupee 
ratio could send the prices of essential commodities spiralling. Whatever agreement is made with the IMF, it 
will need to take a serious stock of its short-term and long-term effects. 
 


