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Umar in Karachi 
The Federal Finance Minister, Asad Umar, spent an extremely busy Saturday in his hometown 
Karachi and addressed not only the stock brokers on the Pakistan Stock Exchange but also 
members of the Federation of Pakistani Chambers of Commerce and Industry. He had one over-
riding message for his audience: the state of the economy is in an appalling state courtesy the 
five-year flawed policies of the previous administration requiring a 10 to 12 billion dollar 
injection in the current year, including repayment of past loans, a challenge that necessitates 
assistance from the International Monetary Fund (IMF) as well as other sources (with Prime 
Minister Imran Khan remaining hopeful that a friendly government would extend the necessary 
cash to tide the country over for this year). According to Umar, the policies of the Pakistan 
Tehreek-e-Insaf (PTI) government would begin to bear fruit in three years and the country would 
never again be in a position where borrowing from the Fund would be required. He further 
contended that a favourable trend is already evident with exports rising and imports shrinking 
leading to a shrinking of the large current account deficit, around 18 billion dollars as of the end 
of last fiscal year. 
 
Given that markets are highly sensitive to perceptions, the thrust of the Finance Minister's 
address was to give confidence to key market players and convince them that restructuring and 
reforms in all areas of business activity, including governance, would set the pace for the 
economic turnaround. He also gave a realistic timeframe, three years, instead of 100 days or six 
months as repeatedly claimed by the Prime Minister, and one would hope that the market 
response to his assurance would be positive. 
 
Umar also acknowledged that the capital market plays an important role in generation of 
investment that is needed to promote industrial growth and boost exports. True, but while foreign 
direct investment is in physical assets and irreversible, though the investment itself is reversible, 
yet foreign portfolio investment is in liquid assets and much more easy to withdraw - a factor 
that has accounted for an overnight depletion of foreign portfolio investment sending the stock 
market into a tailspin. In addition, Umar may be aware that the Pakistani stock market 
contributes no more than 3 to 4 billion rupees to the exchequer every year while the comparable 
figure for India is over 100 billion rupees. There is a need for the stock market to play its due 
role in generating revenue commensurate to its returns. Umar further assured the stockbrokers 
that issues of higher incidence of taxation would be resolved through automation and 
rationalization of taxation disparities, and one would assume that this pledge is being tackled by 
the task force set up for this purpose. 
 
To the FPCCI audience, Umar stated that the cash to deposit ratio is 37 percent for Pakistan 
while it is much lower for Bangladesh at 16 percent. He emphasized the need to lower this ratio 
that would create a cushion for financing the private sector, and mentioned the 5 million 
envisaged houses to be built during the PTI's tenure through this measure." Counting the 
chickens before they are hatched, a mindset that epitomizes the PTI leadership, Umar added that 
through reducing the cash to deposit ratio to 25 percent around 2 trillion rupees maybe generated 



that maybe utilized for housing projects. One would urge the Finance Minister to take 
cognizance of three facts: (i) the State Bank of Pakistan website reveals that as of 20 September 
2018, the excess cash reserves held by banks over and above the Cash Reserve Ratio - banks 
required to maintain a certain percentage of total bank deposits in the current account - of a 
whopping 48,926 million rupees; (ii) Pakistan's cash economy is mainly sourced to the large 
informal economy, and attempts to bring it into the purview of the legal economy (especially the 
large numbers engaged in vendors on bikes or other makeshift/portable transport that may lead to 
higher unemployment levels and socio-economic deprivation); and (iii) withholding taxes that 
Umar has publicly stated he supports are discouraging possible depositors especially the tax on 
cash withdrawals from bank accounts above 50,000 rupees. 
 
Umar also stated that the government is aware of the refund issues and is in the process of 
preparing a new policy that would ensure transparent and timely disbursement of refunds. This 
must be appreciated, however a word of caution for the Finance Minister: the previous 
administrations had focused on resolving this long standing issue but failed not due to an 
'inherent lack of interest and/or dishonesty' but due to other mitigating reasons, including an 
unsustainable budget deficit. 
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