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          5th December, 2018 

 
Our Prime Minister is ill informed? 
Prime Minister Imran Khan, during his most recent interview to a carefully selected panel of television 
anchors, a trend established by his predecessors, claimed that he learnt of the massive rupee depreciation in 
the inter-bank from media reports. The fact that the depreciation occurred less than 24 hours after the 100-
day gala event organized by the government at the Jinnah Convention sent jitters across markets - 
particularly the stock market and the commodity markets accounting for a drop in the stock market index 
and a rise in general prices. He further claimed that the State Bank of Pakistan (SBP) has been informed not 
to take a decision to depreciate the rupee without consultation with the government, in spite of it being 
"autonomized", and added that a mechanism to take the government on board will be established. 
 
This statement disturbingly reflects the Prime Minister's lack of knowledge of the existing institutionalized 
mechanism that allows the government and the SBP to routinely consult and engage with each other notably 
the Fiscal and Monetary Policy Coordination Board. The Board is chaired by the finance minister, and 
includes the commerce minister, deputy chairman Planning Commission, the Governor SBP and two 
eminent economists from the private sector. 
 
The Fiscal and Monetary Policy Coordination Board met on Thursday 29 November 2018, the same day as 
the 100-day achievements function at Jinnah Convention Centre, under the chairmanship of Finance 
Minister Asad Umer and expressed concerns over: (i) the weakening fiscal position, the Federal Board of 
Revenue (FBR) having missed its revenue collection target during the first quarter of the current year with 
the fiscal deficit increasing to 1.4 percent compared to 1.2 percent in the comparable period of last year; and 
(ii) rising federal government borrowing from the central bank - to the tune of 2.9 trillion rupees till 16 
November 2018. The SBP Governor informed the Board members that headline inflation is rising due to 
non-food inflation rising above 8 percent whereas food inflation rose moderately by 2.7 percent. Given that 
one of the main areas of responsibility of a central bank is to check inflation the hike in rates as well as 
allowing the rupee to depreciate must have been discussed and agreed in the Board meeting. Thus the major 
question is why did the finance minister not brief the Prime Minister on the details and instead allow him to 
make an ill-informed and ludicrous claim four days later with members of the media? Be that as it may, the 
Prime Minister's statement that in future the SBP will not be able to depreciate the currency without first 
taking the government into confidence indicates that the days of SBP's relatively higher level of autonomy 
during the first 100 days in comparison to previous administrations are over. 
 
The Prime Minister, ever the optimist, further stated that depreciation is a temporary phenomenon and 
claimed three major successes after he formed the government at the centre. First that three to four billion 
dollars of foreign direct investment is imminently expected - a consequence of his administration's focus on 
improving ease of doing business. He added that ExxonMobile is planning to return to the country though he 
should have acknowledged that senior executives of Exxon signed a deed to engage in offshore explorations 
during the tenure of former Prime Minister Shahid Khaqan Abbasi. Under China Pakistan Economic 
Corridor investment instead of Chinese loans would be forthcoming he stated, a claim repeatedly made by 
the previous government though neither the Abbasi government nor the Khan administration has uploaded 
the deals on the relevant websites. Additionally, he would be well advised to note that Pakistan's ranking 
improved on the ease of doing business last year compared to the year before - from 147 to 136. 
 
Secondly, remittances would rise as more Pakistanis working abroad begin to send their money through the 
legal banking channels instead of through hundi/hawala. The SBP website indicates that remittances rose to 
2 billion dollars in October, highest ever in October when compared to previous years; this rise is all the 
more impressive given that remittances were 1.45 billion dollars the month before. However remittance 
inflows are subject to external factors as well as internal policy measures, and in this context the previous 
administration did provide incentives to facilitate the remittance inflows through legal channels. 
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And finally, he expressed his firm belief that exports would rise due to his pro-export policies, which were 
enunciated by the Abbasi-led government and continue to this day. One would hope that for starters total 
exports reached the same level as in 2013 after the end of the PPP-led coalition government. 
 
To conclude, the Prime Minister appeared not to have been properly briefed during his most recent 
interaction with members of the media, a condition that has been prevalent throughout the 107 days his party 
has been in power and perhaps he needs to revisit his selection of people who are required to brief him on a 
daily basis. 
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