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Matianal Back of Pakistan

To be recognized as a leader and a
brand synonymous with trust, highest
standards of service quality,
international best practices and social
responsibility.
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Institutionalizing a merit and performance based culture
Creating a distinctive brand identity by providing the highest standards of services
Adopting the best international management practices
Maximizing stake-holders' value
Discharging our responsibility as a good corporate citizen of Pakistan and in countries where we
aperate

Highest standards of integrity

Institutionalising a teamwork and performance culture
Excellence in services

Advancement of skills for tomorrow's challenges
Awareness of social and community responsibility
Value creation for all stakeholders
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CHINA-PAKISTAN ECONOMIC CORRIDOR
AN OUTLINE

Strategic Framework and Significance

With the end of cold war, twe world has entered a mubtipolar phase of global povernance with the
incredsing powers of emerging ccenomivs Ching, India, Brazil, Bussia aml Sowth Alrica (BRICS),
As a result, interdependence among states increased amnd now states have begun (o develop e
diplomatic relations with sach other on the basis of their geostrategic and gevpolitical Intenests.,
Likewise, Pakistan and China, considered & two all “weathered” strateghc and diplomatic partmers
in Sourh Asia, deckled (o enlarge their relationship in broader spectrum. In the past, generally
they did cooperate with each other in polivical and military affairs bug over the time, they felt the
need to develop economic ties with each other to galn companibiliry in the changing dynamics of
the intermational miliew

The CPEC is being conceived as a kingpin of the plans by the two countries 1o deepen their
economic cooperation. Farly implementation of the CPEC would be transformational for
Paksstan's economy and At together pedectly wath China’s strategy of developing its inland and
WESTETTI Fegions,

Benefits for Pakistan

For Pakistan, trade s not the only motivatlon for advancing the CPEC. The CPEC is a project for a
network of ratlways, roads and pipelines connecting Pakistan's port city of Gwadar in the province
of Balochistan with the Chinese city of Kashgar in the BEandlocked XUAR. As given in the European
Parliament’s {Pollcy Department) analysis, it requires infrastructural upgrades 1o Pakistan's
putdated rallway system, road network, pipelines, poris and electricity production, as well as the
stabilization of the country’s security environment. According to the analysis, apart from trade,
"the  project may also help tackle Pakistan's volatile securty situation. The CPEC route is
supposed to cross the provinee of Khyber-Fakhtunkhwa and an area of North Waziristan that falls
in the Federally Administered Tribal Areas (FATA). Both are home to Talban and militant
activity. [-.] Local terrorism represents a danger for the Chinese workers and infrastructure in the
region, and to the CFPEC project as a whole: it is currently uncertain that the routes will ever be
secure enough to be economically viable.”

The Pakistani government has, at Befjing's request, established a special security division for the
gole purpose of providing security for Chinese workers, engineers and other personnel,

Pakiztan and China have signed 39 agreements worth of $46 billion under CPEC. The four main
areas of collaboration bebween the two countries are mfrastructure, transportation, energy, and
industrial cooperation.

China Is Going To Be an Equal Beneficiary

While econome I:IPFI:II.'tLl.ﬂ-il:iil,‘E- ar :ll.-l.n:ln]'rmqnl will Iﬂ.‘l_‘El:l“‘l' henefit Pak'i:t.;n, CPEC's impnrl;ln;l:
to China's geopolitical and economic goals is reflected by the inclusion of the project as part of
China's 13th five year development plan by the leaders of the Communist Party of China who
approved proposals for the plan.

1. China's interest in the project is strategically driven by its President Xi Jinping's visionary
concept of integrating regions and countries across the globe under the Silk BEoad Economic
Belt and the m* century Maritime Silk Road initative, "It envisapes deepeming policy
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coordination amongst countrics and regions, extending and improving  infrastructure
connectivity in all its forms—road, air, rail, telecommunications, energy, ete.—across reglons,
fostering trade and investment Aows, and Fast but not the least, enhancing people to people
connectivity, CPEC fita naturally into this vision of a 'road and belt’ with Gwadar and Karachi
serving as its southern nodes and an outlet to the Arabian Sea and Persian Gulf,”

. The Gwadar-Xinjiang route will also provide China with access to the Indian Ocean and the
Middle East's vast trade in petroleum, an important factor in securing access to long term raw
makerial supplies, The route can also serve as an alvernative to the Malacca straits, which
China currently uses to access the Middle East, Africa and Burope, According to a report,
"around Bo% of China's trade and energy imports travel throogh the pirate-swarmed Strait of
Malacea and Indian Ocean, both patrolled by the United States and Indian Navies. These
possible chokepoints at Malacca Strait are a security ssue for China, particularly regarding oil
a5 40% of China's general consumption passes through the Malacca Strait. Any conflict could
block the China's energy supply; as a result, supply ships would need to travel an extra soo
miles to avoid the Malacca Strait, currently the fastest route from the Indian Ocean to the
Pacific. China is aware of this vulnerability and is looking to Pakistan ro provide a shonter and
safer aleernative.”

Further, CPEC also provides China with an entry point to the Persian Gulf, Stracegically some
countries are worried that China is broadening its geopolitical influence and possibly its
military presence in the region. They suspect that Gwadar port would serve as a Chinese Naval
facillty, and it only comes at a cost of about 46 hillion.

It i said that China wonld he ahle tn make attractive fimancial retummis as all these projects are
heing done in an investment mnde, refurme on which wonld be mnch better than the 1S
rreazury instrumenis where China parks buolk of its foreign exchange,

. Moreover, the projects “would help Chinese brmis and labor as machmery used in the
mfrastructure projects would be procured from China and the projects would also employ a
farge number of Chinese labor.” Additionally, China's market will further boost up, and it wall
become economically stronger. In fact, "China can play a significant role in the Asian region in
terms of economic uplift and regional stahility as an economic giant and future super power.”

China will also et the chance to develop its Morth-western province Xinjiang, which s an
under developed area, and a separatist movement has also been started by Uyghor's Muslims,
By developing the sodo-economic framework of that region, China can curtail aggressive
sentiments againat its central government. In the words of the Evropean Pardiament (Policy
Department} report,

“The Chinese gowerament, for which rereifoniol lntegrity moof peramount tegpariance, & nod
ready to relax power over its furthermost provinces. In eddition to adopting domestic
initiatives, Befjing is working to stobilize its western nedghbours and eradicate foreign breeding
grounds for extremizm, Beffing hopes dhat the CPEC can alleviole poverty in XUAR [Xinjtang
Lighur Autonomous Region] and thereby reduce local's resentment of the central government.
In thig sense, Chinag could be said o pursue its commerciol objeciives across Pokision not in
spite of the secerity situoeion, but beoose of it”

. China can also counter the US dominance in the region through the accomplishment of
CPEC. China sees US “pivol to Asia” strategy sgainst is fundamental interests, with a view
that "US wants to hamper its progress and development by improving cooperation and
making alliance with rising powers {India, Singapore, Malaysia, North Eoreas and other East-
Asian countries) so that it can keep its supremacy and hegemony in the South-Pacific region,”
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Beneficial for the whole region: the Eurasian Union

The Eurasian Union is a trade organization led by Russia with Belarus, Armenia, Kazakhstan and
Kyrgyzstan as the other members of the union. Kazakhstan and Kyrgyzstan theoretically move its
potential economic reach closer to South Asia, but the unincorporated nature of Uzbekistan and
the security problems in Afghanistan pose a major impediment to direct trade with South Asia. To
deal with these geopolitical obstacles and reach that regional market, two alternatives have thus
developed, and they are the North-South corridor between Russia=Iran=India via the Caspian and
Arabian Seas and the CPEC. Additionally, by bringing the Eurasian Union into contact with
SAARC-member Pakistan, a steadfast and growing economy, it can provide a direct trade opening
with the rest of the South Asian bloc,

In a major sense, CPEC represents nod only a geopalitical pivot for China, but also a gen-economic
one as well, since it will positlon the country within easy access 1o the Mideast oil fields on which
g0 much of its economy depends. creating a system of real-sector trade infrastructure such as
roads and rails between Central Asia (Eurasian Union} and Pakistan {(SAARC) intersecting in
Xinfiang would lead to enormous economic development in China's most far-flung and vulnerable
provinoe Xinjiang, Should Xinjiang succeed in becoming a significant Eurasian trading hub in
connecting China, the Eurasian Union, SAART and Iran, then it would catapult in geo-economic
significance and become an extension of the super continental and wltra-strategic Heartland
region.

Une of the primary themes of the zst century iz shaping up to be Eurasian integration, in the
senee of establiching a super continental-wide economic space. The EU is presently being kept out
of this exciting process out of its own prerogative, having sucocumbed to American pressure to
mistakenly balieve that its ecomomic future resides in the trans-Atlantic direction instead of the
trane-Eurasian one. Monetheless, the rest of the main continental economic powers - the Eurasian
Union, lran, SAARC, and China - stand poised for clozer integration with one another owing to
the infractrectural overlap that Pakistan's geostrategic location provides,

Understanding the pivotal importance of Pakistan and also eager to build a foundation of political
trust with its leadership so as to better assist in managing Pakistani-Indian tensions, Moscow took
the bold step in reaching to kslamazbad and soliciting a strategic partnership. The quick pace that
it has developed over the past year suggests that this revolutionary relationship is a natural fit for
both partners, notwithstanding the threats of Balochistan separatist movement, Al-Queda/ ISIL
terrorism, and internal political strife that it faces. If these threats can properly be defended
against, perhaps with unified trilateral assistance from Russia, China, and Iran, then Pakistan can
prevail in becoming Eurasia’% economic ‘zipper” and linking these {and perhaps even SAARC':)
economies together in an emboldened multipolar futuee,

In Summary

The CPEC Prnjm:l: s br.-ins, viewed as yery benehcial mot n:nlr for the states invalved buat also for

the region as well, Pakistan, Afghanistan and Central Asia have missed out on Asia’s economic
boom, leaving them vulnerable to unrest, Ideally, CPEC would promote growth in Pakistan,

weaken the extremists, encourage the country's Army to support peace efforts in Afghanistan, and
begin to knit together a fragmented region with new development and trade,

China has like a true friend provided Pakistan with the means to improve its road infrastructure
as well as to overcome its energy shortages. Both are vital for economic progress and can have a
multiplier effect on the economy by creating jobs as well as by increasing production and output.
A huge responsibility now rests on the shoulders of the government, opposition politicians, the
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burcavucracy, the entrepreneurs and the people of Pakistan to lay their differcnecs and concerns
aside and make this huge and daring enterprise & success.

PLANNED PERIOD

The planned period of the project s 3mg-2030, with the shor-term 2004-32020 [(with priority
projects before 28}, medium and long term 20z-3030 a5 well as long-term prospects after 2030,

Planned Stages

L

Short-Term Objectives (2o014-2020)

Roads: On the basis of achieving compretiensive connection of Kashghar—Islamabed Section,
o improve road safery and service levels; enhance the craffic capacity of Mansehra-
Islamabad Section; relieve mraffic pressure of Islamabad-Karachi Secrion; improve the maffic
capacity; bulkd up [slamabad-Karachi Expressway in addition to Sukkor-Hyderabad Sectlon;
build up Sukkur-Gwadar Section basically.

Railways: To implement the expansion and reconstruction of existing line ML-1 and improve
the transport capacity of railway from Islamabad to Karachi.

Gwadar Port: To promote port-city construction, gradually from the collection and
distribution system, gradually recover the handling capacity of the port, create a safe,
excellent business enwvironment and build favorable conditions for the development of the
port, urban area and industries to achieve the initial development of trade and logistics,

Mid And Long Term Objectives {zo021-2030)

Roads: China-Fakistan Economic Corridor reaches Grade [ and above technical standards.
Amaong which the road between Kashgar to Mansehra reaches Grade 1l and above technical
standards; the Mansehra-lslamabad-lahore-Karachi section is comprehensively connected
by expressways: the road between Sukkur to Gwadar (M8) reaches the Grade I1 technical
standards.

Railways: To complete the expansion and reconstruction of existing line ML-1 and build a
new railway from Gwadar to Sukkur. (Jacobabad)

Gwadar Port: Basically, to complete the collection and distribution system, parfect the Free
Trade Area (FTA) construction, and initially built Gwadar International Maritime Logistics
Distribution Center.



FROJECTS UNDER CPEC:

1] Roadway Infrastructure Projects

a) MNorthern Route
i) Karakoram Highway
b) Eastern Route
i} M-5 Motorway
i) M- Super Highway
c) Western Route
i)  N-85 Highway (Central Balochistan to Hoshab)
i) M-8 Motorway (Hoshab to Gwadar)

20 Railway Infrastructune Projects

a) Owverhauling of 1,2, and 3 main Eailway Line
b} Orange Line Metro
) Khunjerah Railway

3} Fmergy Sector Projects

a) Eepewable Fnesgy Projects
i) Quaid-e-Azamiooo MW Solar Park
ii) JhimpinooMW Wind Power Plant (Pakistan Wind Farm 11 (Jhimpir, Thatta)
iii} UEP 100MW, SachakgoMW,SunnecgoMW Wind Farm (fhimpir, Thatta)
ivl DawoodsoMW Wind Farm, Sindh
¥} SukiKinarifzoMW hydroelectric power plant, Kaghan Valley
vil maoMWKaror Hydro Power Station
wvii} sp0oMWKohalaHydel Power Project

b) Coal
i} gx660 MW power plant as part of the "Thar-T" project
i) Pakistan's Enpro Corporation will construct two 330MW power plants
it Engro Corporation to develop coal mine capabie of proshucing up to 3.8 million tong of
coal per vear as part of the first phase of “Thar-1 Project”
iv] 132oMWMuzaffargarh Coal Power Project “Thar-11 Project”
vl  zoMWRahimyar Khan Coal Power Mroject "Thar-11 Project”
vil 1g2oMW 55RL Thar Coal block G.5mipta & CPIH Mine “Thar-11 Project”
vii) 1USs 15 Billion Matiari to Lahore Transmission Line
viii} 1USs 1.5 Billion Mitiari to Faisalabad Transmission Line
ix] oMW LS 208 Billion Port Qlasim Power Project
x}  13zoMW LSS 8 Billion Sahiwal Coal Power Project
xi] 300MW coal power plant in Punjab's Salt Range along with Coal Mine
xii) 660MW HUBCO Coal Power Plant
xiii} 300MW Coal Power Plant at Gwadar

c) Las
i) sasMW Gas Power Plant at Chichoki Malian
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4) Projects in Gwadar Port and City

a) Eastbay expressway along Gwadar's east bay
b} USs 230 Million Gwadar International Airport
¢} Construction of breakwaters
d} Dredging of berthing areac & channels
) Infrastructure for Free Zone & EPZs parrt related industries
i Mecessary facilitics of fresh water treatment and supply
i) Desalmization Plant
gl oo bed Hospiml at Gwadar
h) Technical and vocational training institube at Gwadar
1) Pak-China Technical and Vocational Institute at Gwadar completed in March zob af the
cost of Bsgay Million
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SUMMARY OF PROJECTS

otal Priority | nd
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T T

CPEC Portfolio Projects
Az of Movamber 11, NG
Energy 32,663
Transport & Infrastructure
Roads 1,100
Railways 3,600
Gwadar Port 703
Orthers 46
43293
Projects [dentified - With Specs
CPEC: Energy Priority Power Projects
I | Port Canm Coal Fired L3z Lo Simpdnydrol Al-hargak LASFEA Signed. e300y
I [ Sahiwal Coal Fired 1320 FEen] Shandnng Eu'p Ceroaps | Coen Liversoe [smueed Dec-z0r7
!' Power Plant &Huaneng Shandong power
| Gen Co,
¥ EngrnThar Coal Fired 1330 3 i CMEC Chana Machineey | LAPPA Signed -3y
Engg Enggro Power Gen
q 5 Surfece Mine Thar Coal LR CWEC China  Machinery | Term Sheei by Finanoe | Dec-zory
| Block 2 Enga! SECMC Div. approned
L} | Gwadar Coal Power | wo Tha Chimg LCammunacation | Fre-leasibifiry T e delerminsed
| Projest Crnstruction Compay sibmitted ta PRI
3 |' Muzaffargarh Coal | 1320 oo Mot Awarded Flamt EX14 Te be determined
. Powes Project
7 | Rahimyar Khan Coal | 1320 L0 Fhsameng Shandong power | Plamt ESIA Te be ditcrmined
| Power Project {ren Co.
i E SERL Thar Coad Rlacka L3z0 L300 Simo Sindd Resources Lid. CLTEG Blilabal | Dec-2007
Misudng Claina
-] HRL""WM*.MHI:IHIH Linn Sirkl Foscerees Lbd B | O Removsl e zenB
[ Shanghai Electie Geougy
1 Sd.aank qoo L350 TRy LASEPA Dec-zow7
5l Hl]ﬂ:ﬂl Coal  Power | G [ Chima Power il & Hub
| Plant Power Coo
12 | Dawood Wind Fam 0 05 Hydm China Fmnanclal Close Sapt- 2016
13 UL Wind Farm, | 1= L [ lypdmChine Gold Wind | Financial Chse Spt-aou
Ihiimpir Sindh Chiray! Uriitee] Erergy Pak
14 | Sachal Wind Farm, | o 14 Flpdny China, Sachal Energy | Financial Close Sepit-annh
Thimpir Sindh Development
15 12 Summec Wind Farm, | o n5 Sunnec China 1A lemued Sept-aoih
|bampar, Sendh
L] | SukiKinari Hybupower | B LB China Gezhouba Groap Term Sweer fun-zozz
| Peaject, KPK
i | Karot Hiydrarpateair | a0 Lgan Kart  Power  Compeny | Term Shest | Feh-anza
| t"h:n et ol C1G




CPEC: Energy Actively Promoted Projects

15 Gadclani Paver Park L3ze | TOho ANC Dukbai, GoF, Ciner
group af Turkey
[1] Jecry & Infrascmacoone 1,200 T B¢ Confirrmed
[ig} Transmismios line from Lahore 7 3,000 State Grid Corperation | Ootaory
Faizabhad tn Mitizri of China
15 HUBLO Cod Pawer Plant i 7 HUE Power Campany [Crec-z2ony
0 Chickoki Maliza bW | gag 558 T Bee Confirmes
combmesd cycle Power Plant [Gas
Power Planit|
= Rale Range Mine Mowth Power | oo Boo China Mochinery Enpg. | Dec-acony
inc Punjab Compary
22 | KehaaHydel Frojed, AIK | 1ae0 | 2907 China Theee Gorges | Feb-ama
I3 Pakistan Wind Farm 1l (fhampir, | 100 156 To Be Confirmesxd
Thatta, Sindh)
Tha Mine Moutls Qracle, Thai | §,420 I Tz Be Canlirmexd
nudh
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(okM| MO with MoF
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CPEC: Gwadar Port

Easthay Expressway Mot Awarded | Framewark. ggrecmet signed on
am-aqmg
a Ciwadar Inel. Airport 210 Mot Awarded | Framework agreement sigred on | Dec-amy
{landing facility for bosing 204 1HG
773 & alrbis A-30 aircsite) | |
3 Construciion of Breakwaters 123 Mot Avarded | Port  operdionalization  plan | Decoaoy
meeds o be fnaklsed to movs
| Farwand on the project
Dredging of Benhing aeas & Mot Avarded | Port ratsonalizarion [hec-20w
* chammels . L needs I:::reb: finakized ta ﬁl i
farward on the praject
5 Lulrastruciure for Free fone & p Mot Awarded | Laumal meamricg  asfls acres | Jum-zoull
EPZs por: related indusiries | acquired .
& Mecessary Faciitiez of Fresh | 130 Mot Avarded | Approval af BC-1 in process Jum-anry
waler treatment & sipply |
T Hospital ar Gwadar 0 Mot Awarded | Feasibility study to be conducted | Dec-amy
-] Technical &  Vooittonal | am Mot Awvarded | Grant appiistion ipewarded by | Dec-aoy
Enstitute a7 Gwadar EAD to Chinese side BMoll
signed. Mallon pro-hann project |
| &
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CPEC - PROJECT DETAILS

Transport Infrastrocture Projects:

1. Karachi-Lahore Motorway, Sukkur-Multan Section, 387 Km

Karachi-Lahore Motorway (KLM) envisages construction/ development of 6-lane access
controlled motorway having total length of nsz km. The proposed Karachi-Multan-Lahore
Motorway shall be a tolled facility. It shall originate from Karachi through Motorway M-g (136
km) up to Hydembad. From Hyderabad onwards, the proposed alignment shall follow a virgin
alignment fr 206 km up to Sukker, The Sukkur-Multan section, 387 km, essentially follows the
left bhank of Hiver Indus, The Motorway from Multan to Khanewal is 57 kmand fiom Khanewal up
o Lahore 15 276 km.

a]l Location: Province of Punjab and Sindh

b} Responsibility: Ministry of Communications [sponsoring agency)
Matiopal Highway Authority {NHA) (executing agency )

c) Project cosi: Suklor-Multan section: Ras, 259.353 billion
Sukkur-Muftan section: EPC  {engineering, procurement and
construction) Mode Credit Financing {Gol share 10%)

2. Karakoram Highway (Phase I}, Raikot to Islamabad Section

Envisaging improvement and widening of KKH section of 487 km from Raikot to [slamabad, The
soope also mcludes provision of bridges, culverts and other allied facilities. The project has been

divided into priosity sections and Thakot-Havelian section (120 kmi is taken first. This road will
originate from Havelian and after passing through Abbottabad, Mansehra, Shinkiari will end at

Thakot, To speed up the pace of work, the peoject is divided inte three sub sections: Havelian-
Abbottabad, Abhattabad—Mansehra and Mansehra-Thakot.

a) Location: GilgitBaltistan and KPK
bl Responsibality- Minizstry of Communications [sponsoring agency )
National Highway Authority (NHA) (executing agency)

cl  Pmject ohst: Thakat-Havelian sectinn: Rz, ga.ong hillion
d) Pmject finandng: Financing through Government Concessional Loan (GCL)
Modality: P

Prime Minister Muhammad Nawaz Sharif performed the ground-breaking of Havelian-Thakot
section of CPEC In Mansehia on 28 Apil zow. The 1zo kiiemeter long sectlon will be compleed

in 42 months at a cost of Rs, 133.08 billion, China's Exim Bank will provide go percent funding for
the project while dhe Guvernment of Pakistan will share o percene of the cose The projece bas

bee=n awarded to M5 China Communications,

3. Rehabilitation and up-gradation of ML Railway Track (1756 lom)

This involves rehabilitation/ improvement of existing track that will fnllow the existing alignment
except at locatiors where sharp curves are to be eased out or eliminated to allow higher speed up
to t4o km/hour.

a)l Location: Karachi to Peshawar via Hyderabuad, Nawabshah, Rohri, Rahimyar

Khan, Bhawalpur, Khanewal, Sahmwal, Lahore, Gujranwala,
Hawalping, Peshawar
o |

X



b} Responsibility: Ministry of Railways [sponsoring agency)
Pakistan Railways (executing agency )
c} Project cost (tentacive):  US $3.650 billion (feasibility study ongoing)
d} Pmject inancng: Work will be camried out by finanang through GCL.

4. Havelian Dry Port (including cargo handling facilities)

To meet the demand of containerized future freight traffic in connection with Pak-China
Economic Corridor, the dry port will be estzblished at Havelian by utilizing the railway land,
railhesd faclities, high-speed/ capacity stock, and potential of well-established off-dock terminal
for handling bonded import) export containers. Pakistan Railways network exisis up o Havelian
Railway Station situated at more than 680 km from Khunjrab. Initially, it will act as Dry Port/
contaimer terminal for goods traffic coming through rmad from China throweh KEH. Trans-
shipment arangement will bz provided at Havelian for loading/ unloading on railway wagons.

a) Locatkon: Havelian, District Harpur, K

b} Responsibility: Ministry of Railways (sponsoring agency)
Pakistan Railways [executing agency)

) Project cost (tentative):  US sqo million ifeasibility smdy ongoing)

dj Project inancng: Work will be camied our by financing chrough Chinese Government
Coneessional Loan

Gwadar Port related projects:
5. East-Bay Expressway, Gwadar Porn

Currently, Gwadar Dheep-5ed Port is connected theough a pamow 16 feet wide thoroughfaee of
Gwadar town at the West-Bay. All the trawlers/ trucks Inaded with imported shipments pass
through this strip causing dismuption of nommal traffic. The port does not have a dedicated wide
highway to cater the transporting requirements of the port. The port operationalization, éven
with the available 3 multpurpose benhs, pecessitates consruction of the planned Eas-Bay

expressway. This 18,98 km 4-lane expressway with embankment for & lanes along with the
provision of 30 meters ROW (Right of Way) lor rallway coreidor shall connect the Gwadar port

with the Makran Coastal Highway through the 2300 acres Free Trade Zones of Geadar Port.

a) Location: Crwadar district, Balochistan

b} Responsibility: Ministry of Ports and Shipping (sponsoring agencyl
Gwadar Port Auchority (GPA) (executing agency)

e} Project cost: Bs. 13.543 billion

d} Project inancing: Chinese Government Concessional Loan

e} Duration: 30 months

fi. MNew Gwadar Internatienal Airport (NGIA) Project

Construction of New Gwadar International Airport (NGIA) along with allied facilities for new
airport that will be capable of handling : combination of ATR 72, Airtbus (A-300}, Boeing (B-737],
Boeing (B-747), Airbus A-380 and Boeing 777 arcrafts for domestic as well 5 international routes,

a) Locatlon: Gurandamnb, 26 km cast of Gwadar City, Balochistan
b} Responsibility: Aviation Division (sponsoring agency)

Civil Avianon Authority (CAA) (executing agency)
¢} Project cost: Rs. z3.0 billion
i) Project inancing. Chimese Government Concessiona Loan

1
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7. Pak China Technical and Vocational Institute at Gwadar

People aof Guwadar are the main/ fundamental ctakeholder of the pore diy of Guadar. Their
participation in operation and management of the deep-sea port, participation in industrizl and
commercial busiresses and in orhanization processes is key to the all long-term developmental
initiatives, This project is proposed to shape and enhance skills of aciive population of Gwadar to
participate m the growth of the port city

a} Location: Cwadar district, Balochistan

b} Responsibdlicy: Gwadar Port Authoclty (sponsoring agency )
Ministry of Ports and Shipping {supervising agency)

cl I"m-il:l:l oz Rz 1 ballion

d) Project finandng: Chirese Government Grant

#. Constroction of Brealowaters, Gwadar Pont

In May 2013, operation of Gwadar Port was assigned to China Overseas Ports Holding Company
Lid, (COPHCL) for a period till 2047, Besides the operations of the existing port Facilities, the
operator has to carry out expansion works all along the seashore of Gwadar East Bay constructing
additional terminals and port infrastructure. Under the Concession Agreement, however,
construction of breakwaters and dredging works are the responsibilities of Gwadar Port
Authority. For construction of berthing facilities on the eastern side of the existing multi-purpose
terminal (4200 km), a 1200-1500 km long breakwater has to be constructed.

a} Location: Cwadar districe, Balochistan

b Responsibility: Gwadar Pert Authority, MoPS {sponsoning agency)
Min'mrqr of Ports and !'-i]'l.'ipp'm_B, Covernrmeant of Pakiztan
[supervising agency)

o1 Project oost: Hs. ¥y hilliam

d] Project inancdng: mix of Chinese Governmen: Concessional Loan and Grant

9. Dredging of berthing areas and channels, Gwadar Port

In May 2m3, operation of Gwadar Port was assigned to China Overseas Ports Holding Company
Ltd. (COPHCL) for a period till 2047. Besides the operation of the exisiing port facilities, the
aperabor has to Garmy oat expansion works all along the sea shome of Gwadar BEast Bay constracting
additional terminals and port infrasructure, Under the Concession Agreement, howewver,
constrection of breakwaters and dredging works are the responsibilities of Gwadar Port
Authority. For construction of container terminals on the western and northwestern side (initially
200 km and up to maximam 10000 km) of the existing multi-parpose terminal and second

phase terminals on the eastern sides (4200 km), capital dredging works and maintenance
dlﬁ]wllglm chnomual rasis are [‘Elqull'EiJ.

a) Laocation: Gwadar district, Balochistan

bl Responsibility: Gwadar Port Authority, MoPS {sponsoning agency)
Ministry of Ports and Shipping, Government of  Pakistan
{supervising agency)

¢l Project cost: Rz, 2.8 bilkon

d) Project finandng: Chinese Government Concessional Loan
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10. Infrastructure Development for Free Zone and Export Processing Zomes (EPEZs),
Gwadar

At present, following areas have been allocated as free zones and export processing zones in the
industrial locations of Gwadar, Pieces of lands hawe already heen earmarked ) acquired for the
purpaose.

& Owodar Port Free fope: 2,280 acnes

»  Cwadar Industrial Estate Development Authority (GIEDA) Industrial Zone: 3,000 acres

- EIIiJJIJI"[ Frln.'r:a.:nlllg Fuame ,ﬂ.ull'l.uﬂl:r {EFIA} EFE: 1000 acmss

Infrastructure is requined to be developed for these indostrial zones, for example access roads,
internal roads, water, gas, power, custom facilities, fencing, security, some warehouses, office and
other allied infrastructure, etc.

al Location: Gwadar district, Balochistan
b] Responsibilicy: Gwadar Port Authority (GFA), Minksory of Forrs & shipping { MoPS)
(sponsoring agency)

GPA. GIEDA, and EFZA (implementing agency)
MoPs, Government of Pakistan, BOI, Government of Balochistan
(GoE) (supervising agency)

¢l Pmject cost: Rs3.450 hillion {U5$ 12 550 million)

d) Project Ainamdngs: Chirese Gowermmment Concesslonal Loan

i, Mecessary Facilities of fresh water reaument, water supply

The project is aimed at implementing water supply, distribution system, desalination plant,
sewerage collection system, and treatment plant as planned in the Master Plan of Gwadar as a
meega port cty inthe medium term (2030) and long term (2050) scenarios.

a)l Location: Gwadar district, Balochistan

b} Responsibility: Gwadar Drevelopment Authority (lmplementing agency )
P&D Deptt., Gove of Balochistan, and Planning, Development and
Reforms Commission (supavising agemcy )

¢) Project post: Rsi3222 billion (USs 30,22 million)}

d) Project inancng: Cliirese Govermenent Grant

[+ I!uap:il:a] at Gwadar {u]: E;l:'adati.un of mﬂ'.:tins_ 50 bedded hnrpil:al. ive. Phase 11 of GDA
Hospital, to be named as China-Pakistan Friendship Hospital)

This project is proposed for mplementation of Phase 1l of so-bedded hospital constrected under
GIA Business Plan (Federal PSDFP). The hospital is planned on 68 ecres of land. One out of six
medical blocks {each 5o bedded) and almost 20% of the residential Mocks are completed, Under
the proposed project, remaming medical blocks, nursing, and paramedical institutes, medical
college, central laboratory, and other allied facilities are @ be construcied with supply of medical
equipment and machinery.

al Location: Gwadar district, Balochistan

by Responsibility: Gwadar Development Authority (implementing agency)
P&D Deptt., Gove of Balochistan, and Planning, Development and
Reforms Commission (supervising agency)

c] Pmoject cost: Rs. 1o hillion

d) Project inamchng: Chirese Govermment Grant

‘Iﬁ
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3. Uther important aspects of Gwadar Port

Land for Free Zone (FF): 2382 acres {gag hectare) of land as per the land agresment hag been
acquired by GPA from private owners (1628 acres), Pak Mavy (=84 acres), and the coast guard (70
acres)  The land availability requirement for signing of land lease agreement has been
accomplished by the transfer of land of Navy and Coast Guards, Government has provided Rs, 6.6
hillion for procurement of land forehe FX.

Gwadar Port Operational Plan - COPHCL:

1) Phases
# Phase 1 (2o15-20z20): Period of market culthvation. To develeop commercial logistics and
other industries with local resources (for example, fshery) It & very important from
inveatment and bosiness emdironment,

s Phase 2 (10 2025): Period of expansion and development. Processing and manufacturing
industries will be developed. The influence of the industrial park will be formed gradaally.

s Phase 3 (to 2030): Maturity period. Enlarge the scale of FZ; FZ will be an impartant part of
CPEC and ﬂ'l.E.i.l'l.'l"_' af lacal eeonamic dnwzlu-prrllznl:.

1) Spatial Layout: The spatial layout is planned into commercial logistics area in the south and
manufacturing area in the north.

s Southern Commercial Logistics Area: Based on existing port, commercial logistics area is
constructed nearby as the initial area of FZ, The function should be dominated by
exhibition and sales, and logistics processing will be developed appropriasely.

s Norhern Manufacturing Area: The main development of industries are commodity and
houschold appliance manufactuning, textile and germent processing, transport machinery,
equipment marafacturing, and metal product manufacturing,

4. Gwadar Masier Plan

RFP Poated, Pre-bid meeting scheduled in Karacht The PCI hag been approved and project is
included in current PSDP. However, release of funds is still awaited, needs 1o be expedited.

Energy projects:
15. Port Qasim Electric Power Company

a)  Bponsors/ EFC Fower China/ Sinohydro and M/s Al-Mirgab Capital, (atar
b}  Pomary energy input: Coal {imported)

£} Technohogy: Super critical

d) Installed capacity (MW): 1320 (2X660)

£]  Location; Fort L lasim

f)  Province: sindh

gl Est. cost USs bn: LgH

h) Executing Co. Sponsors: Sinohydro Resource Lid, And Al Mirgab
I} Coordinating mindstry:  Ministry of Water and Fower

i} Coordinating agency: Private Power & Infrastructure Board (PPIB)

1. EngroThar Coal-fired Power Plant

a) Sponsors/ EPC: Engro PowerGen& CMEC
a) Promary enengy imput: Coal (bocal)

Iy
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.
a)
hi
c)
d)
e}

h)
i}

i}
I

Technology:

Installed capacity (MW):
Eocarion:
Province:

EsL. cost LI5S b
Executing Co./ Sponsors:
Coordinating ministry:
Coordinating agency:

sub critical

1320

Thar Block 11

Sindh

3.0

China Machinery Engg. Corp. (CMEC)/ Engro Power(ien
Plinstry of Water and Power

PF1H

Surface Mine in Block Il of Thar Coal 38 mt/a

Sponsors/ EPC:

Primary energy inpual;
Technology:

Installed capacity (MW):
Location:

Province:

Est. cost LI5S bn:
Executing Co./ Sponsors:
Coordinating ministry:

Coordirating agency:

Sahiwal Power Plant
Sponsorsf EPC;

Primary encrgy mpal;
Technobogy:

Installed capacity (MW):
Location:

Mrovince:

Est. cost 1158 bn:
Exccuting Co./ Sponsors:
Coordirating ministry:
Coordirating agency:

Sponsors/ EPC:

Primary energy inpa:
Technodopgy:

Installed capacity (MW):
Location:

Frovince:

Est. cost LI5S bn:
Executing Co./ Sponsors:

Coordirating ministry:
Coordirating agency:

Government of Sindh &Engro PowerGen (SECMC)
MNiA

{pen pit mining

N/A

Thar Bock-11

Sindh

L1720

CMEC-China Machinery Corporation/ SECMC
Minstry of Water and Power/ Ministry of Petroleum and MNatural
Rescurces

Thar Coal & Energy Board (TCEB|

Shandoeng Buyl Group &Huaneng Shandong Power Generation
Company Limited

Coal (imporied)

Super critical

i3ac (X660 )

Sahiwal

Punjb

LG

Huaneng Shandong Fui Greup, China

b inmiry of Water and Power

Punjab Power dovelopment Board (PPDEB)

. SukiKinari Hydropowes Peaject

Chira Gezhouba Group

Hydel

Hydel

Mo

River Kunhar (a tributary of River Jhelum)

Dist. Marsehra, KP

1802 (as per Peasibilicy)

M /s Mott McDonald, UK, and M/s Coney Blair of France/
Al Jemaih Holdng Cempany, (LLC) Riyadh, KSA; Eden Inc. Bechad,
Malaysia

Minstry of Water and Power

FFPIH

=]
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zo. Installation of 300 MW Coal-fired Power Plant at Gwadar

Keeping in view the future power needs of Gwadar, the Government of Pakistan under CPEC
project has planned to install 2 new 300 MW coal based thermal power plant in Guwadar district
on the land owned by GDAJ GOB, The project shall be built over an area of approximately 250
acres, A potentizl site has been identified m the outskires of city near the shoreline in the
indusirial zone. The proposed plant could be based on combusting imported coal.
a) Location: Cwadar district, Balochistan
b) Responsibility: GDA/ CCCC {sponsoring agency)

PPt {implementing agency)

Minstry of Water & Power/ PPIB (supervising agency)
£)  Pmject tost: Rs3.60 billion (USs 360 million)
d) Pmject financng: IPF mode

21. Sachal Wind Power Project

a) Sponsors EPC: ArifHabib Group

bl Primary energy inpat: Wind

¢l Technodogy: Wind turbine

d) Installed capacity (MW): so

gl Tanff cost + tarid (USont/ kow)
i Location: Jhimpir

g) Province: Sindh

h) Est. cost USs bn: o434

i} Executing Co./ Sponsors: Hydro China/ ArifHabib Corporation Limited
il Coordimating ministry:  Minstry of Water and Power
k) Coordirating Agency: Altemnative Energy Development Board (AEDE)

22. Quaid-e-Azam Solar Park

al Sponsons] EPC: Zonergy
bl Pomary energy input: Solar

c) ".I'm:h.rm-]nm': P Solar
d) Installed capacity (MW): goo

el Location: Bhawalpar
f} Province: Punjab

ezl Ed coan 1SS ba: 1550

i) Executing Co./ Sponsors: Zonergy
l] Cﬂu:’d.'l:‘nﬁnﬁ rl'l.:.ﬁ'i:ltr}—. Hl'n:'-tl.—_r of Water and puw:r." Gl

ji CoordiratingAgency:  PPD8/ AEDB

23. HUBCQ - Coal based Coastal IPP

Hubeo is Pakistan's first and largest IPP with experience in 3 different technologies implemented
under different policy Famewoirks. Hubeo management has experience of developing and
managing large-scale IPPs and chemical process plants.

al Sponsors EPC: Hub Power Company
b) Prmaryenergy inpat:  Imported coal
¢l Technokogy: super critical

L)
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d) Installed capacity (MW): X660 MW

¢} Location: Hubea
N Province: Halochistan
gl Est. cost USs bn: Lo

h) Executing Co. Spoasors: Hub Power Company
i} Coordinating miniscry:  Ministry of Water and Power
i} Coordinating Agency: PPIB

14, Gwadar-Mawabshah LNG Terminal and Pipeline Project

Pakistan is currently facing acute shortage of natural gas. Since the indigenous production of
naturzl gas is decreasing rapidly, Government of Pakistan (GoP) has decided to impert Liquified
Matural Gas {LMG) and regasify it at terminals for onward injection into the existing gas
transmission and distribution network of the country. In thiz regard, Inter State Gas Systems
(15G5] has been mandated the task to impart gas (including LNG/ RLNG) into Pakistan and
develop projects including LNG terminals and associated pipelines facilities

The pipeling route in Pakistan bas an approximate lengih of 7oo kme 0 follows mainly the Coastal
Highway in west-eastem direction up to 470 km and then crosses the Kirthar ranges in north east
direction, ollwyed by the Indus Bver crossing amd then beading towards the tie in peint located
near Nawabshah from where the gas shall be injected into the national gas transmission nemwork
of Palastan,

25. Trans-border Power Tranamission Line

Mesting of State Grid of China and National Transmission & Dispatch Company Limited (MTTC)
took place and based on that request has been sent by Ministry of Planning, Development and

Reforms io NDR Ching for inclusion of the project in Early Harvest Projects after prefeasibility
and feasibility studies.

6, 300 MW Salt Range Mine Mouith Power Project including mining

a) Sponsors EPC: China Machinery Enginecring Company (CMEC)
b} Primary enengy input: Local coal

c} Technology: Buper critical

d} Installed capacity (MW): 300 MW

e} Location: Salt range

i Province: Punpb

gl Esecuting Co Sponsore: CMEC
h) Coordinating ministry:  Ministry of Water and Power
i} Coardinating dgomey: PDTR

Other projects:
¥y, Drange Line Metr Lahore Project

Crrange Line is 4 part of the infegrated network of mass rransit corridors of Lahore Metro
netwerk. It is 27 km long (20 km eevated and 7 km underground) starting from the southwest of
Lahore at Al Town to DeraGuojran in the north-sast. It rums along Baiwind Boad to
IokarMiazbeg, Multan Road, Lake Koad, McLeod Road, GT Road, and terminates east of Lahore
Ring Ecad and GI Road [nterchange. The Orange Line bas an interchange station with each of
the other three lines of the serwork, and would also provide a direco interchange with the main
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line services of Pakistan Railways at Lahore Main Station. It will provide link within the
transportation network of Lahore and with the nationa bus and train networks. [t has been
congidered a8 an impoetant project of CPEC owing to its linkiges with the Motorway, Mational
Highway, i.c. N-5, and its cormection with the main line of railway network

a} Location: Lahore, Punjab Province

b} Responsbility: Punjabr Metro Bas Authority, Govt of the Punjab
c} Project cost (tentative): USE L6 billion

d} Project inandng: Government to Govemment Conoesstonal/

Preferential loan + EPC (Engineering, Procurement and
Constracrion)

e} Duration: 27 months

28, Optical Fibre Cable Project

Pakistan's connectivity with the world is through undersea cables, SEA-ME-WE-3/4, which
transcends from Mordon (Germany) to Shanghai (Chinal. Disturbances in these cables due to
different technical reasons have caused tremendous financial loss around the world in the pass,
and it i5 a security concern also. Trans Asia Europe (TAE) Optical Fibre Cable originating from
China connscts central Asian republics and Burope. The disturbances and secusity concernrs can
be addressed if another international connectivity is established through China by linking
submarine cables with TAE or any other cable systems passing through China, Presently,
mainhnd Pakistan is well-served with a number of Optical Fibre Cable (DFC) systems running
from North to South. However, a link between Rawalpind: to Khunjrab Pass (Fak China border) is
missing to make this alternative nternational connectivity pessible. This project ensures high
capacity international connectivity by laying 820 km of OFC from Rawalpindi to Khunjrab backed
by a high capacity Microwswve link, This system would be connected with SEA-ME-WE-3/4
through already available OFC systems in Pakistan,

Fhe only I'T/ telecom project inchuded in CPEL, the total project cost is LSS 44 million including
15% local component through PSDP (Public Sector Development Plan) and 85% FEC. 8% funding
in FEC is to be provided through soft loan by Chinese Ministry of Commercs, The project is
planned to be completed within three years’ time while the anticipated payback period of this
project is also three pears,

The project was included in the prority list and graded as Early Harvest {EH) project by Planning
Commission.

1g. DTMB (Digital Terreatrial Multimedia Broadcast) Project

On the instructons of Ministry of Planning, Development and Reforms, the Ministry of
Information, Broadcasting and National Heritage was asked to prepare a PC-1 for the pilot phase
of D'TMB project in the light of the Mol signed between Palastan and China, Accordingly, a draft
PC-1 was prepared amnd shared, The scope of the work is to supply pilet system (equipment,
corresponding software, purpose trial, testing, and evaluation). The price of agreement is US§ 2
million [PER 200 million). M/s Zhongxing Telecom {ZTE) was designated to take vp the pilot
project and the project was inaugurated in April 2ms,
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FUTURE PROSPECTS (PROJECTS LIKELY OF IN PIPELINE)
Special Beonomse Zones (SEZ¢) and Industrial Parls

To generate economic activities for the social and economic uplift of the adjoining areas alongside
the corridor, Special Economic Zones (SEZs) will be established and each economic zone will
target specific products and services based on the availability of local raw material, workforce and
other such factors. The size of the economic zone/ industrial park will depend on the availability
of the raw materials, agriculturd production, mineral deposits, local skill set and overall
connectivity, location advantages and economic strength of the particular area. The establishment

of these economic zonss would aitract foreign and local investment and create appropriaie job
ppporunities for the krcal communities, which would directly raise the living standard of the

people residing in those areas.

S5EZs Framework: The legal ramework to establish 5EZ5 in Pakistan is the SEZ Act, promulaated
in zouz, that provides SEZs g0 be sct up by the Federal or Provincial Governnnents themselves or
under different modes of public-provate partnership

The fiscal bemefits under SEZ law includes
a. A one-time exemption from custom duties and taxes for all capitzl goods imported into
Pakistan for the development, operations and maintenance ofa SEZ
b. Exemption from all taxes on income for a period of ten years

Potential of the areas for development of SEFs: Board of Investment (BOI) in consultation
with the Provincial Governments has developed a plan to assess variouws logistic aspects and otheer
alfied isspes to identify most suitable locations for setting up econemic zones/ induwstrial parks
alongside the CPEC. Prefeasibility soudies will be made for che projeces/ encerprises w be
established in these Zones, keeping in view the potential of the identified sites. These studies will
serve 45 the markeging instrements 1o atract domestic and foreign investrment, especially Chinese
Investors,

PLANNING FOR TRANSPORT PROJECTS IN PAKISTAN

1. Highways
As glated in “Decade lovesiment Plan®™ enacted I:l':ll' Pakistan Matiomal [']i.ﬁhwu}' ﬁ.l.l.ll:l:!ri.L}' i
2004y, it 15 planned to comprehensvely expand highway network in the next decade (2o000-
zozo), increase the highway density 1o obgkmkm’ and the ransportation speed by 25% and
reduce operation costs by 10% and the highway failures by 50%. The planning mainly
inchudes the following:

i Narional Trade Corridor Flan: The proiect includes the construction and evpansion of
multiple expressways and national highways, with total investment of USS 3643 billion and
USs 134 billion in place {induding US4 328 million for KKH wpgrading and reconstruction
provided by China). Pikistan plans to Joan USs 1.488 billion, 333 million and 124 million
from the World Bank, Asian Development Bank and Japan International Bank respectively,
with the rest self-raised.

il, Matiomal Highway Upgrading Plan; Acconding to the consensus previously reached by
Pakistani CGovernment and Asian Development Bamk in support of Asian Development
Bank, It s planned o econstact or expand soime sections of 8 natoenal highways, with a

1otal investment of USs 656 million and USs 126 million implemented,
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iii. Multan Hoad Development Plan: Plan to imvest USS 551 mullion to comprehensively

reconstruct the highway network of the Multan dty, currently, with USs 68 million
mpkemented; in addivion, apply for US$ 26 milllon loans from [slamic Developmeent Bank -

the rest shall be self-raised.

iv. Development plan of roads in Sind Province: Plan to invest USs 4u million to
comprehensively reconstruct the highway metwork in Sindh Province, The funds were
proposed to be allocated by the federal government but most funds are not in place.

v. Other roads construction plan: In addition, the Mational Highway Asthority has also
planned 62 highways and auxiliary bridges construction projects, focusing on road
conarmicion im mral and remote areas, with esomated construction funds of USs 33107
billion, Pakstan plans to apply for USs 260 million, 207 million & 886 million loans from
World Bank, Asian Development Bank and the Japan International Cooperation Agency
respectively, and the rest shall be self-raised.

2. Railways

The gosvernment of Pakistan has establisbed the goal of "making railway the man natonal
transportation means and transportation systems profitable gradually to effectively promote
national econemic development” in 2030 Frospective Flan, Mapor conbents are:

1. Gradeally apgrade the exirting wack and signal system. Al present, Fakistan Rallways
has launched the track replacement project to umiformly replace all tracks of ralbways in
Pakistan with broad gauge tracks. Pakistan plans o apply for USs do2 billion loans from
foreign povernments to repair the tracks at Khanpur-Lodhran-Shahdara section in Punjab
Province, The rallways in this section will be upgraded to wpo=100 kon'hir high speed rallway,
with estimated construction cycle of 56 years (constructed by two sections), but so far it has
no substantve progress, It s proposed o ovest USs zie million o upgrade the shgnal
system of railways in Lodhran (Punjab)-Kotri (Sindh) section, with construction cycle of 5

TLAE.

ii. Build some railway sections and increase the mileage of double track railway.
Pakistan Raibway has planned to build the railway in Zhob-Kotia Jam section of Balochistan
province (includiag the replacement of Zhob-Bostan Section) and the railway in Peshawar-
Kotla Jam Section of KPK with construction funds of US$ 75 million respectively and
construction cycle of & years, Pakistan government has proposed o camy oul such two
projects by BOT or joint venture, but the funds have not been determined. In terms of
double tracks, it is planned that Pakistan Ralways will apply for preferential loans from
foreign governments to construct the double racking project in Shahdara-Lalamusa section
of Punjab province, with construction funds of about U5% 120 million and constrection cycle
of 3 years, In addition, it is propesed to construct the Lahore-Faisalabad double-tracking
railway project by BOT and BOO with construction funds of about US$ 120 million and
construction cycle of 3 years.

jii. A railway sccessing to Gwadar region will be construcied. Pakistan Raibways plans o
construct the Gwadar port-Mastung reilway by BOT, BOO or PPP which connects the
national ralbvays with constroctbon lunds of USs 13 billion and construction opcle of 7 pears,

However, the funds have not yet been determined.

v, Railways aceessing to neighborng countries will be constructed or reconstructed.
(n one hand, the China-Fakistan Raidway from Khunjerab at the border of China to
Havelan city in Pakistan will be constructed by BOT, BOO or PPP with total length of 6735
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km, construction fund: of about US$ 10 billion and construction cycle of & years. On the

ather hand the Pakistan-Iran-Turkey rallway will be upgraded with total length of 6,566 km
mcluding 1,pg0km in Pakistan. Pakistan and Turkey will co-imvest USS 2o bMilion to upgrade

this railway and 10o0km -long milway in Quette-Taftan section of Pakistan are to be
refomitructed with estimated total cost of LS g00 million and constiuction cycle ol § years,

By 2mfl, the mational ralway cargo neenover will increase from o0 million wn-kilometers to
800 million ton-kilometers. To this end, man measures to be taken by Pakistan are as
follonas:

L Double-tracks will be constructed for major intercity railways,

2. In the next three years, the average speed of trains will he upgraded from the current
Bokm/hr. [passenger train} and zskm/hr. (freight train) to wolm/hr. and go km/hr.
respectively, The cargo transport time will be halved to 28 hr.

1. The milway lines connecting to the foreign one will be increased for future system.

4. In terms of rolling stock, the new-type platform container tracks, high-speed locomotive
and passenger trains will be imported,

5. Signal system will be vpgraded.

6. Enhance management, especially, accelerate the service delivery.

Medinm and Long Termi Plan for Transpon Scheme under CPEC

[n August 13, |oint Cooperation Committee of CPEC held its first meeting in lslhmabad to
joditly carry out the long terin plan for CPEC and identifed traseport infrasiructare and energy as
the key points of cooperation. In this context, Transport Team of Long term Plan for CPEC was
establiched by the Ministry of Transport of Chira (MOT) according to the requirements of
Mational Development and Reform Commission (NDRC) to organize the preparation on
mnrmgr.aphie :'.'I.'lld'lr' nf'l:r':m:[.h'lrt pl.anninﬂ,.

The planned period of the plan is 2004-2030, with the short term 2om4-2020 (with priodty projects
pefore 2018, medium and long term 2021-2030, ard long term prospects after 2030,

The construction echemes for trangpodt infrastructure of CPEC in the futures are determined
according to the analysis of social development and traffic demands therein in combination of
transportation planning of Pakistan, especially the meeting minutes signed by both parties hased
on the investigation in fanuary and April 2o014.

According o the mid- and leng term objectives of this study, CPEC reackes Grade 1) and above
technical standards s discussed below:

Roads

Ihe road between Kashgar to Mansehra reaches Lrade Il and above techmical standards; the

Mansehra-lslamabad-Lahore-Karachi section is comprehensively connected by expressways; the

rovad between Sukkur to Gwadar (M#8) reaches the Grade I technical sandards.

Chaneel construction:

» For Kashgar-Islamabad Section: Implementing the KKH Fhase 11 Project involving Raikot-
Thakot section, and building a new road from Yarkant to Tackorgan in Chira

¢ Islamabad-Karachi Section: Constructing the Sukkur-Hyderabad expressway.

»  Sokkur-Gwadar Section: Bulding the Grade Il highway M8 from Rango to Hoshab to
basically realize the direct connection from Sukkur to Gwadar by road,
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Railways

Completing the expanston and reconstriction af edating Line ML-1 and building a sew rallway
from Grwadar to Sukkur

Channel construcion:

» Islamabad-Karachi Section: Continually implementing the expansion and reconstruction of
the exwting Line MLa, induding the extension of the receiving-departure iracks,
electrificarion and constmiction of double freight line from Karachi to Kori, as well as the
expansion and reconstruction of the existing Line ML-2 upon completion of the Line ML,

»  Sukkur-Gwadar Section: The new rallway from Sukkur to Gwadar to be started at a proper
Lime,

Guwadar Port

To perfect the construction of Free Trade Area (FT'A) and expand the port in good time.

Channel copstruction: Completing the collection and distribation systems and perfecting the Free
Trade Area (FTA) construction. Gwadar International Maritime Logistics Distribution Center will
be initially formed,

GCwadar Airport

Appropriate expansion of the airport to be conducted in view of the avistion business, and the
class of the airfield will be upgraded to Class 4E (meeting requirements of a temporary alternate
airport for F planes).

By 2030, the Kashgar-lslamabad section will have opened to raffic under all climates, and the
operating, al"'ﬁl:'innqr and nafnr:,r will ha mmpﬂl]'mn:iw]f i.mp:rn'und. The fransportation capacity
and efficency of the Islamabad-Kirachi section will be improved greatly, The railway speed will
reach 130 hn.l'hr'.; the callection and digtribution EyEhEm will be hmz'imll}l ocomatructed from Suklore

to Gwadar, and Gwadar International Manome Logistics Dhstribufion Center will be instially
Fovrmmid.

LONG-TERM PROSPECTS (After 2030

L. Connection line of Islamabad -Darya Khan-Deraillabvar; Beconsruction of lslamabad-
Darya Khan-Deradllahyar Highway and opening of the second channel from Islamakad to

Gwadar in CPEC.

1. New railway in Kashgar-Havelian Section: The line starts from Kashgar station of southern
Xinjiang railway passing southwards through Shule, Shufu and Taxkorgan, and along
Karakoram Highway to Mintaka Port at the border between China and Pakistan, and then
through Sust, Hunza, Gilgit and Abbottabad, to end in Havelian, with total length of 1055 km.

3. New passenger dedicated line in Karachi-Peshawar Section: The line starting from
Karachi passes I'l'l.m.u:_;]'l. Lahore and klamabad, and eads in Peshawar, parallel to the E:I:i:l!i.l'l.ﬂ

trunk line ML 1, to gradually realize the passenger and cargn tramportation on separate lines,
The pl..'mn'mg apeed i 250 kkm/h. The otal |nnE|;lr|:| of the ling iz 1500 lom.

4. Expansion and reconstruction of existing railways in Quenta-Taftan and Peshawar-
Landilcotal Sections

4  Ezpansion of Gwadar Port and ihe hinterland tovward sea to baild it into a reglonal huls
port and a fres trade port

5
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FEDERAL BUDGET 2016-17

SALIENT FEATURES

L

=
'

i

The total outay of budget zmé-17 ia Rs. 4,894.9 billion: The size is 1wk higher than the sizc
of budget estimates (BE) zois-if,

The resource availability during 200617 has been estimated at s, 4,442.0 billion against Rs.
40083 billion in 2o5-16 budget estimates. Government estimates gross révenue receipts of
Rs. 4,010.6 billion {up by 13.5% with that in FY16) in which 80% would be generated through
fares.

The net revenue receipis for 2006-17 have been estimated at Rs. 2,770.7 billion indicating an
increase of 12,84 over the budget esomates of zms-a6.

In total tax revenues, FER resenues are envisaged at Rs. 3621 billion, Government estimates
to raise Rs. 1,538.7 billion {upby 17.7%) from income tax, while reform measures may improve
GET collection by 16,8% o Bs, 4437 billion

In non-tax revenues of Rs. 959 billion, government is pinning hope to realize another Rs. 75
billion throwgh 3G Ueenses. SEP profit s estimated ot Bs, 280 billlon while defense services
would bring Rs. vy billion to the government exchequer.

The provincial sharein federal taxes is estimated at Bs, 2,359 billion during 2005-17 = 15.5%
higher than 2ms5-16 BE.

The net capital receipis for 2o16-17 have been estimated at Bs. 453.6 billion against Bs. 6o6.3
billion in 2m5-16 BE - a declire of 25.2%. The external receipis are estimated at Ks. #19.6
billion. This shows an incease of ga% over amsa6 BE,

Current expenditures are envisioned at Rs. 3,844 billion, in which debt servicing would eat
up 47% (K5 1,803 billion) while 22% (Bs. 860 billion} would be spemt on defense.

For FY16, governmenl aims to reduce subsidies o Rs. wp billion (from estimated Rs, 197
billion in F¥15) in which power sector subsidies would be Rs. o8 billion as against Rs. 1

billion in FYi6 BE.

. The share of current expenditure is 78.5% and development expenditure is 21.5% in total

budgetary outlay,

. The size of Public Sector Development Program (FSDP) for 2016-17 is Ra. 1,675 billion (up

2ot from Bs 1,393 billion in FYi8), out of which Bs. B75 billion has been allocated to

provinces. Federal PSDP has been estimated at Rs. Boo billion (up 21%), which is 76.1% of total
development expenditure and 16.3% of total outlay of 2006-17 BE.

. Ta mect exponditure, bank borrowing for 200657 has boon estimated at Rz, 493,09 billion,

127.8% higher than revised estimates of 2015-16 and 60% higher than 2o05-16BE
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COMPARATIVE BUDGETARY POSITION (2015-16 AND 206-17)

iRs.. i) hi!liunl

RESOURCES (R=A + B + C) 41684 4.2179.7 4,441.9

A Inmternal Resources 33669 J406.4 35713

- Met Revenue Receipta i 24634 2480.7 2,779.7

- Met Capital Receipls f06.3 JEEY 4516

= Estimited Provincial Surplus 297.2 1368 3380

B Faernal Resources TS 59T Hlen

€ Privatization Procecds 50.8 13.6 S0

EXPFENDITURE {E=A + B) 44512 4 47R.6 4,894.9

A Cumreni Expenditure on Revenue Adc JABLY 35999 38440

« Current Exp. on Revenue Adc il | TARZY | 35000 3,844.0

B Toial Development Expendifure D599 ETR.7 1,050.9

- Federal PSDP T00.0 861.3 B0

- Dev, Expenditure outide PSIXP 1644 L7656 1566

- Dev, Loans & Grants to Provinces L[04.6 BOLE B3

| BANK BORROWING (E-R) 2828 198.9 4510
[Source: Budget in Briel 200617, Govemment of Pakistan Finasce Divislon)

MACRO OUTLOOK

Macroeconomic indicators for 2o06-201g

Feal GLNEF (%) 5.5 4,7 5.7 h.2 1.0
. Inflation (%) 6.0 35 6.0 6.0 6.0
; ' E ' {as perceniage of GDP) ' |
Total Revenue 15.1 15.9 160 15.9 16.]
= TaxBRevenwe | 120 o 126 L5 SO U . S N
- FBRE Tix Revenue 10,1 15 10.8 11.5 2.1 |
| - Mom-Tax Blessnue 3.1 13 3.1 15 2.3
|__Totl Expenditore | 19.4 0.2 136 | 134 196 |
= Currenl 14.9 15.9 14.9 14.6 14.6
_ Development 45 43 47 48 5.0
Fiscal Balance —4.3 - —3.8 | —33 33 |
Revense 0.1 0,0 .o L3 1.6 |
Toeal Public Debt 620 645 514 578 543 |
| at t
";Dfm j'::':]fm’:“"‘“ 30,672 19,504 13,800 17.944 43215
7 ‘



INFLOWS: RESOURCES

There are two types of resources: internal and external. The internal resources comprise of
revenue reotipts, capital receipts and estimated provincial surplus, The external resources come
from foreign loans and grants. We are giving below information on varicus components on tax

revenue and non-iax revenue

Gross and Net Revenue Receipts

{Rs in billion)
Tax Ruvenus (A+R) 34182 34198 1,956
A FHE Taxes 31037 ERLER 16210
| Dircwi Tases 1,347.9 1,324.0 |, 558,
Imdirect Taxes [,755.8 1,779.7 10630
B, Oiber mxes 143 361 3351
Mon-Tax Revenue BOL S o128 95405
Gross Revenue Receipts 43127 43326 49154
Provincinl skare in gross revenue 1.5849.4 1.851.5 L1359
NET REVENUE RECEIPTS 24633 24807 1779.7
Gross Revenue Receipts
i iﬂﬂ‘ﬂmq firgis Revenne .'ﬂ-'ﬂ'ﬂ (i i Biiom ) i
ik ® Hudget 201 5-16 B Revised 206516 = Badger X16-17
A
: . .
i ____-
Lipdiioel Tames P T, Bt
L% r

B




Tax Hevenue

|R=5:i:| I:IEIIiiml

Taxes o Income [,326.8 13076 1,538.7

| Cugtoms Pltiaz 2001 RS A13.0
Sales Tax 1.250.3 1,230.3 |, 437.0
Foileral Exclse 2004 2004 213.0
Cas Infra. Dev, Cess 145.0 145.0 145.0
Fetrobesm Levy 1350 135.0 150.0
(thers 556 524 59,4
Total Tax Revenue 1418.2 3419.7 3,956.1 |

r"' y

| i3 —

(ETs

i ]

[[LE]

i

fﬂ i

a II

b — - i

i
s 3
-
§

Tax Revenue (Rs in Billios)
o Fudgpet 201 5-16 @ Wrsoed 200510 = Hudge 200617

H W e
] "
£F0F 8 b
: R
£ ¢
&
(&)
i ™
Tax Revenue
Budpet 2000-17
W Taxes oa Income W Cusioms Duties
® Sales Tox = Federal Excise
| Gas brifra, Doy, Cess B Pt roleum Lewvy
o = (thers
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Net Capital Receipts

}RE in hill il:-ni

I Capital Reccipts (A + B+ C) T3 T03.0 hedl] 5
A, Resoveries of Loans and Advances 598 1009 1.9
B, Public Debt Meat (] =2} 5.2 4451 7.7

1. Permasent Dieht 2199 {62.5) 1504
2. Floating Debt 175.3 SO7.6 2173
. Public Asount 254.3 1560 | 70,9
L. Dishursements 133,10k 1141 | BA.Y
| Net Receipts (1 - 6.3 5889 4536
7 B
Capitel Receipis
Biugdat 200607

W Becoverie of Loans & Advances B Public Debe Met m Publie Aécount




Extermal Resources

‘i i hIIHuui

n B30 8

I. External loans (A to C) T2T.5 B2l.4 7968
A Project Loans (i + i} 2083 3065 219.2 |
i. Federal Government 141.1 2582 150.4
i, Frovirees 673 48,3 LR
B Program Loans 1874 324.6 1338
C Other Aid 3318 190.3 443 8
Il. External Grants 240 38.3 22.8 |
- Project Aid Grants 24.0 38.0 2.8
- Berry Lugar . 03 .
TOTAL (1 +1I) 7515 B50.7 819.6
-~ ~
A External resources
asg . Badgret 200647
400
m 1
00 ¢
250 | ® Budgat 2015-16
t B Aeviced 2015-16G
{ = Budgat }016-17
u | L

PFrogect Loans Programmsa thar ald - External Grants
Lizans




OUTFLOWS: EXPENDITURES

The tables and graphs given below present the comparative position of the budget and revised
estimates of current expenditure for the year 2m5-16 along with the budget estimates of 2006172

Current Expenditure

|H:s im Eu.l]ll:-i|

Mark-up Payment (Domestic & Foreign Debt)

1,596.2 [.633.1 18038
Pension{Miliary & Civil) 231.0 23640 245.0
Defence Affars and Services 751.2 T5.9 16,2
Cramts and Transfers a9 4182 441 .6
Eh.nhm.:i.nﬂ 1376 _1?.5 | 40,5
Bunning of Crvil Govermment 3263 0.1 524
Fotal Current Expenditure £ EE L E. | AE44.0
- ",
Current Expenditure '
Budper N 16- 17
& Tichi Servicing & Fenwion {Militery & Ciwif)
® Dicanecr A ffain mmd Services ® {ranis ani Transios
¥ Soberdies ® Bunningg of Civil Covemnmmi
o "




Current Expenditure According To Functional Classification

ieneral Public Service

27012

2,466
Defense A i and Services TB1.2 TI559 i, 2
Public Order and Safety Affairs 2.9 R5.2 103.4
Ecomomic Affaim 6.2 .1 815
Enmviromment Profoction | 1.1 1.1
Housing snd Commumity Amenites 12 2.2 2.3
Healih Affairs & Services 110 1.4 2.1
Recreation, Culiure snd Religion T8 9.2 8.0
Education Affairs and Services 5.6 755 £4.2
Looinl Protection 1R b 2.0
Total Current Expenditure 34812 35998 38440
" Currens Expenditure 1
Functioral classificetdon
Budget (2016-17)
8 (Gemeral Public Servie B Diederce Affais and Services
# Public Order and Safety A ffais B Econumsc Afhirs
® Education Afairs and Services ® Oihors
L o
» |




PUBLIC SECTOR DEVELOPMENT FLAN (PSDP)

For the yvear zonf17, Mational Economic Council (MEC) has approved an overall size of Public
Sector Development Plan {PSDF) at Rs. 1,675 billion, which is 5% of GDF. The following able

gives the main components of PSDF;

[R5 in h1.l|.1-:rui

4. Fodwral Pinistrice’Divisions a53.6 AER.6 g0
B. Corporations 7.9 2084 1180
WAPEA 1123 1205 1310
MHA B 159.6 177.9 1EE
€. Pak MDGs and Commurity Dev. Progam 2.0 209 200
0 Bpecial Federnl Developmert Progrem e - R0
E EREM 7.0 7.0 7.0
F, Cras infrasiruciers Develepment - - 250
G. Spevial Dev, Program for Temporary Displaced
Persons (TDPs) and Secarity Eshancemet 10.0 553 00.0
H. Prime Ministes’s Youth Program 20,0 211 20.0°
Tl Federal PEIP (A b0 2 TR [ = L0
L Provinces 813.7 Ti2A E750
TOTAL NATIONAL PSDP (A 1o 1) 1,512.7 1,393.6 1,675.0

I"

W Fodern Mmoo’ Devdalisns

® Pak ME0 & Conmmunsy Doy, Frogreim
EEREA

W Specinl D, Propiusii fr TP & SE

- o

IH‘IGI.-EII'I'HP:IHl Drevgdoqrmun Frograim
B (ks Infrstiucton Deviddopment
¥ Frovse Minister's Youth Progries




TAX PROPOSALS

Income Tax

L

X

Super tax, levied for the tax year 2m5, has now been extended to tax year 2006 also on the
game bagie, Further, it excludes brought forward business logses and depreciation from the
definition of income for the purpose of Super Tax.

Fized tax regime for builders and developers has been intmduced for business and projects,
initiated and approved after | July zm6. Tax is proposed to be charged on the basis of

peograpay and size of plot.,

Property income of individuals and amsocistions of PErsons woitld not be clubbed with income
under ocher heads and may be taxed as a separate block of income for which graduated tax
rates {3-20% tax rate from income above Ba, 200,000) has beon suggoated,

A final tax (minimum tax abolished) is being imposed on builders! nd developers on the
basis of per unit area at Bs, 2o per sg, ft. for commerdal buildings, and Rs, 10 to Re. 70 per sq.
ft. for residential buildings.

The time limi for tax on sale of immovable property has been extended from 2 to 5 vears,
with [lat rabe of tax of 1™, irrespective of holding period.

The right to surrender besses within a group shall be cestricted o the percentage holdmg in
the entity.

Exemptaon for inter corporate dividends in a group structure (other than soe owned grouph
is proposed to be abolished.

Exempton to income from export of computer software or IT services or IT enabled services
that are expiring on 30 June am6, s proposed to be extended to 30 June amg if B of the
export proceeds are brought into Pakistan in foreign eschange though normal banking
channels,

Corporate taxrate is proposed to be reduced to 1% for tax year 2017 from 32%.

To encoirage enlisiment of companies on stock exchange, tax cradit of 20% of Lax payable is
b’ﬂ..nﬁ_ extendel to zycars instesd nrmrrﬂlﬂf DE yearn.

. Relaxing the conditions of Income Tax Ordinance 2o0i, cliuse 65-B and 65-E, povernment has

proposed to allow fax credit to the company incorporated and industrial undertaking setup by

June zog (current fune 2006) with minimum 0% of new equity (current 100% new equity
required). Exemption from minimum tax in case of gress loss is alio being withdrawn,

Tax credic for addidonal conoibuden allfewed o lndividuals aged 41 years and sbove 1o an
approved pension plan is proposed to be restricted to 30% of taxable income of the preceding

year and up w30 june 2.

Tax credits for investrnent in BME peojects, eie. hag been exterided 1o 30 Tune zomg,

. Tax credits for investments under sections 65-D and 65-E shall also be available to entities

with equity of 7o' and above,
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15. Specific documents and information are required to be mamntained in respect of transactions
with associabes,

165, Rationalized minimum tax regime for specified service sectors extended to 30 June 207 while
alse ineluding IT services and IT enabled services,

17- Entire income of insurance business proposed to be taved at the applicable corporate rate.

18, Scope of eighth schedule enhanced to include collection of tas on gain on redemption of
myutual fund units and fuure commodity contracts of PREX.

1. Service rendered ! contracts executed outside Pakiscan to be taxed at higher rates,

10, An allowance against income is proposed for childdren education fee eaming up to Bs. 1 million
g year. The deduction will however be restricted to the lower of 5% of the fee or 25% of
income or Bs, 60000 per child.

1. Deductible allowance for profit on debt on houwse loan of up to Rs. 2 million (current Rs. 1
muillion] is bekyg allowed.

12. Employer contributions up to Es. 150,000 per anoum in a recognized provident fund are made
exempt (current Bs, 100,000},

23, Excess tax deducted in case of non-filer would be adjustable for income taxable under final tax
regime.

Withholding Tax

L Withholding tax on cash withdrawals above Ba. 30,000 a dav would be applicable on aggregate
cash withdrawals by a person from all bank accounts.

t.  Advance tax on purchase of immwwvable propeny above RBs, 3 million s being ingreased rom
1% to 2% for fler and 2% to 4% for non-filers.

3. Advance tax would not be collected at the time of moter registration if the date of first
registration is more than 5 years agn

4. Advance tax af 3% of the value of the vehice to be collected from non-filer lessess,

5. Advance tax at 4% for general insurance and at 1% for life insurance would be oollected by
indurance companies from non-fler on payment of insirnce premium. Tn the case of Lk
insurance, the amendment will apply to policies where premium exceeds Rs. 100,000

b, Advance tax ab 5% on the value of mineral extracted by a non-filer to be collected by relevant
provincial authorities,

7. 3% advance tax on turnover to be paid by non-fikers on filing of provindal sales tax returns,

B. Withholding tax on dividend for non-filers increased to 20% from 17.5%.

g, Withholding tax on supplies made by distnbutors of FMCGs would be reduced rom 4% 0o 3%

X

for companies, and from 4.5% to 3.5% for other than companies.

E



sales Tax

Five export onented sectors (textile, leather, campet, surgical and sports goods) will be subject
tozero rated regime.

The definition of Input Tax has been proposed to be amended o exdude the sales tay paid
under respective provincial laws.

3. A zero-rated invoioe shall be issued by the transferor to the transfiree oo sale of taxable
activity or tranafor of ownership of such activity as an ongeing concern to another registered
PErsan.

4. The threshold for turnover for qualifying as cottage industry is proposed to be enhanced at Rs.
wmillion from Rs. 5 million. Cottage industry is exempted from payment of sales tax.

5 The bill proposes to empower the tax collector to recover taxes not withheld, from the
withholding agent which was previowsly an everight in the Act.

A, Laptops aotehooks and personal computers are being exempted from sales tax; fertilizers,
currently raxed on retail prices at 17%, are now proposed to be kept at 5% of ex-factory price.

Federal Excise Duty (FED)

1. FED on services on which provinces are collecting sales tax is being withdrawn,

2. FED oncigarettes proposed to be enhanced on semi-annual basis.

3 FELY on aerated beverages and locally produced cigarettes has been enhanced. FED on certain
types of cement & proposed to be modified. Exemption from duty is proposed to be
withdrawn on white cement.,

Customs Duty

1. Tariff slabs reduced from existing 5% to 4% by merging 2% slab and 5% slab in new 3% slab.

2, 1ot and 15% dabs substituted with 19% and 16% slabs respectively,

3 Concesuons of customes duty for dairy, lvestock and poultry secors Fom 5% o 2.
Regulatory duty of :5% imposed on powdered milk and whey.

4- Reductions in customs doty on raw material of PVC Resin from 5% to 3%,

Gwadar Port

. Tax exemptions for 20-30 years are proposed for various undenakings in Gwadar Port and
Owadar Free Sone Arca,

2, Exemption from G5T and FED for 40 vears on the import and supply of materials, equipment,
ship bunker oils brought and sold to ships calling on/ wisiting Gwadar Port for the
development of Gwadar Port and Gwadar Free Zone

3. [tizs also proposed that businesses in the Gwadar Free Zone be abio exempted under the Sixth

X

Schedule for all supplies within the Gwadar Free Zone lor 23 years,
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Key Taxation Measures for Agriculture and Export Oriented Sectors

F o Agriculiure:ln the backdrop of a dismal performance, agiculiure sector has been provided
relief measures which target at

*  lower taxation through sales tax and custom duty exemptions on machine import;
s lower input cosis threugh fertilizer price reduction and concesstonary power tariff; and
» Enhanced credit availability through higher guarantee and decrease in markup rates on

farmer loans.

F  Exports: As ghven above, major export onented seécters have been granted tero-rated status,
Besides, Rs. 6 billion have been allocated for the Strategic Medium-term Framework
introduced las year. Spedal measures for textlle secnr include

=  pontinuaton of Drawback of Local Taxes and Levies (DLTL) scheme;

o duty free import of machinery; and
* customs duty wicthdrawal on Man-Made Fibers,
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[IMPACT OF BUDGETARY MEASURES

Sector

Key measures

Impact

Fertilizers and
Chemirals

Uzea prices reduced froom Ba. i pgo/bag (o

Rs. 1,400/hag

Positive: Prce reduection would pmﬂde-
much needed push to tumbling demand,

subsidy on DAP extended, although by
lower amouni.

Fositive: Cansimmtion of subsidy would
AUEMENE sales,

Subaidy on wea imports has been kept ot
Fs. 7 hillion |Rs. 22 billion in Fib, which
was revised o Bs chilllinn)

Megative:; Urca imports  may  restrict |
pricing power of local companies, bt
chances of impoets are remote  under
overqupplied markel scenario.

Off-peak electricity taclfl on tubewells has
been ceduced to Rs. 5.35 from Rs. 8,85 per
wnit, while pesticides have been exempted
from 74 sabes tax,

Positihve: Reducing key Input costs may |
create more room for expenditure on
fertilizer.

ks, 1 klbion has been allocated for credit
guaranes up to 0% of financing made 1o
snall brmess, Credit target increased to
Rs. yoa billisn from Rs. Goo billien in Frb.

Pasitive: Access to finance and that tog on
lower raves would Improve monetary
gituation of logs affectsd famess, thus

caparding the cukivatcd arca amd wse of
fertilizer per acre of land.

Conatwaotlon

PSP budget jacked up by 20%:

Posltive: Higher PSDF expenditure will |
support  the local  cement  dispatches
resul|rig In improeed  peofifability of the
COMPANEes.

FED on cement has been fixed ot Be i per
kg, whereas earlier it was charged at the

rabe of 5% per bag

Negative: Implying nearly sl increase |
over the earlier rate, the measure is
megative for cement manefacturers.

Increase in custom duty on clinker from
i to 1%

Meutral: A nom-event  for cenent |

manufbcturers as most of the plants have
In-hoese clinker manufaciuring

Withdrawal of exemption of FED on white

egrmeni

Slightly negative for MLCF, the bizgest :
white comerd producoers

Introdection of nom-income based Ao
tax regima for bauilders and developers,

Meutral: Bulldlers woulbd bear the brunt,

Personal poods

Tero mted GST for the exporn oricsted
gector

Positive: Mo tax, no refund palicy would |
elimirate outflows of working capital,
improving overall iquidity situation of the
SECTof

Al pending sales tax refunds [nll 30
Aprilzen} will be paid by 31 Auguse sob,
Drawiack of local tazes (DLTL) 1w
oontinee

Positive: Expedition of refund payments
wiomtld pl'm'.i:lc miuch needed cash njection
tw the secuor and mitigabe working capital
crunch,

Eeducton in Expont Finarce Scheme (EFS)

markup rate by 0.5 bps to 3.0%

Duty free import of machinery extended
for F¥17 with broadened scope to incude

more garment-specific machinery

Pogithe: Reducton weuld bring down |
refinancing costs, improving profitability
for those manufacturers who avall the
facility

Pasitive: To promote Investmant iz up-
gradation of machinery amd technalogy.
Value addition and  diversification 1o
improve competitivenes of tesike eapors, |

X
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Consumer

goneds

Withdrmwal of zero rating on packed milk
anedl  Be-Allel millk  Zern rJI.'iI'I,H. i
prepacations of infant milk o be reained.

Negative: Prices of packed dairy products
wimtlel rge aa hi.ﬂ]'lﬂ' gales bax :irupm:l. watild
bt passed on L e COmSUIEs. Sales
volumes might fal owing to higher price
differential between raw and packed millk,

Imposition of addtional 25% regulatory

duty along with curent 30% costame futy
on porwdered milk and whey milk

Negative: Powdered milk prices are likely |
s e op eichsrantlally. Inthe came of Eyguid
chairy, full pass on would be difficult due to

Customs duty on dairy, livestock and
poubty machinery reduced from 5% to 2%,

Positive: Import of dairy products would
get  deeaper o compete  with  bocal
producers,

Sales tix on mineral water proposed to be
charged at retail price

Slightly Negative: Prices of mineral water
prodiscts wil lightly Increase

Increase im FED on aerated beverages from
5 i 5% on resall price

Negative: Prices of aeraied beverages will
Increrse,

Regulatory duty on carbon steed strips used
by razor blades marufacturers removed

Positive: Manufacturing cost of local razor
blades would decline,

&% FED on sugar proposed to be repleced
with 8% GST

Positive for the industry as previoushy
augar industry was GET svempl rendering
it unable to claim input G5T.

il and gas

Corporate tan rate reduced by % to 3,
but  remains.  unchanged for E&P

COTTE AT,

Neutral: Reduction in corporate tax rate |
wioulld improve profitabilicy af some OMCa

and refineries, but a non-event for E&Ms.

Impogition of super tax at 3% of taxable
income

Negative: Super tax will drag earnings of |
DM Cs and Refinery.

Increase in oustoms duty on motor spirit
from 2% to 1%

MNewtral: Mo impacot on OMC's profitability

Aurvimsbiles

AD zeat-21 incorporated through Finance
Act zom,

Advarnce collection of 9% WHT from non-
filers by all banks ard Fls while leasing any
miodar mehicle

Neutral: The pelicy may succeed in
bringing in new players and the revival of |
gich units, bat local car pricing regima may
nob alter much as costs of new facilities
usally remain higher,

Furthes, government hes  developed a | Suppoerts the tractor sales volume.
framework through 58P to reduce markup
rabes of a few government banks by 2%
Regulaiory  duty on  bead wire tyre | Positive: Wiould reduce the
manufacturers  removed. Corporate tax | manubcturing cost tor the local tyre
mduced to 1% (but super fax of 3% | manufacturing iIndustry,
| proposed again}
Power 1% Yo¥ lower power subwidy of Bs ud | Positive: Lower quantum  of power
producers killion for P subsidies would hedp in slowing down the

The gevernment has allocated 16% Yo¥
kigher FSDP of Rs, mo billion to this sector
in Fig

butldup of circular deb menace. Howewver,
government wonld increase the power
tariffa thus curtaling the power payables
and easing the cash flow position of IFPs, |
Positive: This would upkfi the genemtion |
capacity  as several new power projects
come  online, bdping the ouniy  in
resolving the power outage issues,

Imposition «f poper tax ak 3% while
corporete tax rabe reduced o 36%

Mewtral; Mo impace on 10Pe universe as it
is exempt frem taxation except for KAPCO,

1% smper tax would drag dowm the
compeny’s Fiis eamings.
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Clearance ghven on WHT o banking
transactions, wherehy the tax would be
epplicable on  ansactions  dbove Rs,
50,000 aggregating foom &l bank accounts
of a single person. WHT rate remaine
enchanged aro.6%.

MNegative!The  proposed changes  seem
practically non-implementable unless the
tax deparument has a system o decermine
cash withdrewal from different banks by
same pereon in a smgle day, The tax would
contimie o pose challenges o banking
diepasits

Imposition of super tax al the rate of 4%
| for banking companies

Nqa‘ﬁv.trzsmr ax  would drag I!hl::
profitebility of the banks in 20015,

Agriculture credit s targeted to be
mcreassd o Rs. oo hillien from Rs Goo
killion,

Positive:Higher agri tax would provide an |
opportunity to basks to jack wp their agr
lnans and expand NIMs,

Insurance

A uniform tax rate of 3% poposed on
come from all sorces for the insurinee

COMpATIEs

Negative; Uniform tax rate of 3% would |
result in higher effactive rate, this hurting

the hottomeline of insurance companies,
{Currently, dividesds and capital gains are
being taxed ot g% oamd  755%
respoctively.]

Imposition of WHT at the rate of 1% and
4% on life  sdrance  and  noe-hife
msurance premiums for non-filers.

Slightly Negative: This may slightly affect -
the growth of inserance premiums of the
COMPanies, |
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PAKISTAN ECONOMY 201516

KEY ECONOMIC INDICATORS

| GOP E1'I':|'I-|.|"|'|1 rate W 4.7 A0
- Agriculture * 0.3 2.5
l Manufacturing o 5.0 35
- Services i 5.7 43
Per capita income LI50 E5 1517
| Foreign direct investment (FDI) (Jul-Apr) USD millicn Lo ghg
| Inflation (CFI} - average i 2.8 4.5
- Tax-to-GDP % 8.4 o
| Non-tax-to-GDP % L 1.3
| Public debt _PKR billion 19,168 1738
L- PER billion 13,305 12,150
| - Forejgn PER billion 5.760 5,182
| Fiseal deficit (Jul-Apr} % of GDE 3.4 3.8
| Exports {Jul-Apr} USD billion 182 201
| Imports (Jul-Mar) USD billion 317 13.9
. Remittances (Jul-Apr) LISD billion b0 15,235
| Currest account Jul-pr) L T s =L
| Forex resemes LISTY hillion 71.6 8.7
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HIGHLIGHTS OF ECONOMIC SURVEY 2m5-16

The outgoing year witnessed slow global recovery amid a bleak outook for major world
cconomies keeping demand weak. Pakisan’s economy maintained its growth momentum for the
third year in a row with GDFP growing at 471 percent in FY16, which is the highest in cight years,
s agginst f.04 percent last year. However, it stayed lower than the government target of 5.5
percent ewing to e majer setback in ageiculiure growth,

Sectoral Contribution
i, Commaodity Producing Sectors:

2. Agriculture Sector: This sector, accounting for 19.82% of GDP and 42.3% of the country's
labor force, recorded a dismal pedformance, with 2 growth of —oug% (negative growth)
against 1.53% growth last year, and the growth target of 3.9%. The growth of crops declimed by
G.25%, while the other subcomponents of agriculture sector namely livestock, forestry and
fishing posted positive growth of 3.63%, B84% and 325% espectively. While maize and rice
contributed to the decline in value added throwgh crops, there was a major decline of 27.83%
in cotton crap, mostly owing to prolenged and Frequent rains.

Flaliling : Py
4.0

LR -s2 209

Cotton gimning -3L56 734

Livisiock 3.69 399
. | Forestry B.Eg 1043
4. | Flahing 3.25 71

b. Industry: The indusirial sector contributing z.02% in GDP recorded a growth of 6.80% as
against 4.81% last year, surpassing the target of 6.4%. This sector has four subsectors, viz.
manufacturing; mmning and quarrying; elecinicity genefation and distribution and gas
distribution; and construction.

L Manufacturing
Largu realu
Small gcake
Slauphiering .63 £ 5 5
z, Miming and
quanrying

3 | Elecridty

reratian’

ﬁm‘bﬂ:iﬂﬂ. and 1218 "'gﬁ
gas distribation
4, | Comstruction IE10 6,24
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2. Services Sector: Services sector met the planned target and emerged 25 the most significant

driver of economic growth, With a 56.16% share in GDP, it witnessed a growth of 5.1% this
fiscal year as compared iov 4.31% last year, just surpassing the target of 5. 7%.
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3. Sectoral contribution to the GDF growth Sectoral share in GDP growth
Eir.t.i:‘n..{-j-.:.. ag-i 15.8%
_Agriculture -0,04 0.53
Industry 2,00
Mamfacturing 0.3 :
Services 2.52 L
Real GOP ific) 4.04 Ll
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Dther Macroeconomic Indicators

O the expenditure side, private consumption expenditure in nominal terms reached So. M of
GDP in FY«f as compared to Bo.0 % of GDP last year, while public consumption expenditure
was 1.8 W of GDP as compared (o oo % last year, Privats consumption was a major contributor
for growth in 2006, largely due to consistent growth in remittances, and better growth in small

seale manufactucing aisd services sector,

Total investment reached Rz, 4,502 billion as compared to Bs 4,256 billion las vear, showing a
growth of 578 % in FY-6, with investment-to-GDP ratio at 1521 % in FY-16.

Fixed investment increased to Rs. 4008 hillion as compared to Rs. 3,816 billion last year,
recording a growth of 5.57 %, Fixed investment as a %age of GDP is recorded at 131610 % in FYa6.

Private investment recorded a growth of 5.7 % and as Hage of GDP reached gorg % in FY-10.
Public investment grow by 1063 % and as a % of GDP increased from 3.92% to 3.82 % in FY-16.

Per capita income in dollar terms has increased from LSS 1,5060.8 in FY-15 to USs 1,560.7 in FY-16,
recording a growth of 2.0 % n FY-16 as compared to g.2 % last year, owing to acceleration in real
GDP growth, lower growth in population and stability of Fak Rupee.

Improvement in Per Capita Income smoe Y -0
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Mational savings increased 10 14.6 % of GDP in this fiscal year as against 14.5 % last year.
Domestic savings are recorded at 8.3 % of GDP in FY-16 a5 compared to 8.4 % last year.

Worker's remittances, the largest source of foresgn exchange earnings after exports, reached
1158 16,034 billion during July-April FY-6, as compared to LSS 15,235 hillion during the same
period last year, reconding a growth of 525 % owing (o measueres aken under Pakistan

Remittance Initiative (PRI).
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Country-Wise Worker's Remittances (zo1516)
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Worker s Rewmiifon
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Composition of GDF Growth {Peints Contribution)

Unemployment rate has declined from 6.2 % in F¥2am3 and 6 % in FY-14 to 5.9 % in FY-15.

=
e

it e e Sl RS —
' i

(]
L R

. Tl Tear=sipneess [T

mmmm Toinl Consumpteon
)

AHITHH - 0ed-10 20111

20i3-H

= . r -
= Flows aesa6 | s |
| Private consumption (539 |a2ab
Pubdic consumption 085
| Total consmumption [C] 33}
| Gross fixed imvestment 1.8
in stocks ound
Total investment |1] 184
Exparts {grods & services) [X] =-{,73
| Imports (goods & servicea) [M] 0y
| Net exports [X-M| -n50
Apgregare demand [C+1=X] 4.4
Domestic demand [ C+1] 5.21
GDF M 2T
[f] ST Compasition af GDP growth (% poiuts)
2 m— Nt Exports: {X-M)

415




Foreign direct investments

During July-apeil of FY-u6, ner foretgn direct investment crossed LSS 1 billion and reached 1U5s
1,762.3 million with the growth of 5.4 %, while outflows registered at USs 746.0 million. The major
FDU inBows are fiom China, US, UAE, Hong Kong UK, Swirzerland, Italy, Austria, Norway,
Luxembourg, Saudi Arabia, Japan and Singapore. Oil and gas exploration, financial business,
power, communicadons and chemicals remained major sectors for foreign inveseors,

Pakistan remained focused and committed to implement CPEC which i o megn project of USs 46
hillicn.

i B TR
Country-Wise FDI [July-April FY-16) Sector-Wise FDI (July-April FY-16)
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Fizcal Development

The fiscal sector of the economy hag witnessed improvement in terms of contained expenditures
and increased revenues. The budget defidt dedined substantially from 8.2 % of GDP in FY-13t0
5.3 in FY-15. During the corrent fiscal vear, the fscal deficit has been contained at 3.4 % of GDP
during [uly-March period, as againg 3.8 % of GDP in the same period last year. A fiscal deficit
target for FY-16 has been set at 4.3 %, which will be further brought down to 3.5 % of GDF by FY-
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(hverall tax-to-GDP ratio, which was g8 % of G in FY-13, has been increased to 1.0 % of GOP
during FY-15.

FBR tax revenues posted a growth of 14.0 % during FY-15 and stood at .4 % of GDP against o %
of GDH* im FY-u4q.

During FY-85, the overall size of Public Sector Development Flan {PSDP) has been increased to
Bs. 1,503.7 billion, 85.8 % higher than the revised allocation of Es. Bugy billion in FY-14 The
sllocation wnder Benarir Income Support Program, BISP (development expenditure outside
PSDF] has zl=o increased significantly from Rs. yo.3 billion (revised) in FY-14 to Rs. 102 billion in
FY-16, posting an increase of 45.0 %,

Total revenues grew al 10.4 % and stood at Bs, 2,060 bilion during Julv-March FY-16 against Rs.
16825 billion in the same period of FY-5. Within total revenues, total tax revenues reached Rs.
24800 billion during the frst nine months of current fiscal year from Rs. 20632 billion recorded
in the same period last year - a growth of 20.2 %. Mon-tax revenues witneised a neganve growth
of 22.4 % and stood at Rs. 480.9 billion during the first nine menths of curent fiscal year against
Rs, Gug.s billion in the same period of last fscal year,

Total cxpenditure registered a growth of 6,4 % during July-March FY-ib, and stood ol Rs. 39713
billion against Rs. 3,731.6 billion in the comparable period of last year. A %age of GDP, total
expenditure reduced to 3.4 % during the firet nine months of current fiscal year against 1.6 %
recorded in the same period of last fiscal year.

Current expenditure amounted o Ra. 3.407.0 billion during first nine months of current fiscal
vear azainst Bs.3,00.0 billion in the same peniod of preceding fiscal year, thus posting a growth of
f.5 %, OF which, expenditure on markup payments stood at B8, 0794 bilion during July-
March FY-t5, and defence expenditure remained at Bz 4820 billion during the first nine
monthe of current fiscal year. Development expenditure (excuding net lending) grew by 20.6%
and stood at Bz.630.4 billion during July-March FY-6 against Bs. 570.7 billion in the comparable
period of Fias,

During July-April, FY-6, FEE has collcted Bs. 23460 billion as provisional tax revenues
against Rs, 1973.6 hillion in the same period last year, thus reflecting a growth of 18.9 %. As %hage
of GLFF, FBE tax revenwes stood at 7.9 % during fuly-April, FY-i5 against 7.2 % in the same period

last year.

During Juby-April FY-i6, the share of direct tax in total FBR tax collection is 37.9 %. Direct taxes
have registered a growth of 144 ™ during the first ten menths of the current fiscal year. The net

collection has gone up from Bs, 775.0 billion to Rs 888 billioa. The gross and net eollection of
imdirect taxca haa witncased a E"-ﬂ-"«i‘hlﬂ of e 1, and AT [ 8 ru;.lr-u.-l:t-rrni:r. [&¢ has acocounted for

fiz.1% of total FBR tax revenues during the first ten months of the current fiscal year.
Inflation

The inflation rate, messured by the changes in CPl, has been contained at 2.79 % during July-
April FY-16, which is the lowest in 3 years,

Food and non-fosd inflation have been estimated at 2.1 % and 3.3 % as compared to 3.6 % and
5730 In the same period last vear, respectively,
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The core inflation during july-April FY-i6 recorded at 4% as against b.g% during the same
period last year, WPI during July-April FY-16 on annual average basis recorded a decresse of
L2g% againgt Increase of 0.0 [ast year,

Trade amnd Paymenis

The averall external account balance recorded 115% o.g bilfion during July-April FY-6 compared to
(/58 21 hillion during the same penod last year, on the beck of higher financial inflows and lower

international oil prices,

#  During recent years, Pakistan exports recorded a sluggish growth. The exports target for FY-
16 was sot at USs 25,5 billion, During July-April FY-16, exports declined by g5 % and steod at
1158 18.2 billion as compared to US$ 200 billion in July-April FY-g

»  Pakistan’s overall import remained 4.3 %% less dunng July-March FY-16 compared {o the same
period [ast year, Impaoris tanget was set at US43, 2hillion {an increase of & %) during FY-6. In
July-April FY-6, the imports declined by 4.7 % as compared to last year. Like other
developimg countries, Pakistan also benefilted by the Rlling globa oil and commodity prices,

®  The curment account balance shrunk by 7.7 % during July-April FY-16 as compared o last
year (U5 1519 billinn in FY-16 against USS 1846 billion). As a %age of GDP it stood at -0.6 %
compared to =08 % of the comparing period Last year,

s The overall trade deficit posted an increase of 2.0 % daring July-April FY-16, mainky reflecting
decline in exports,

Foreign Exchange Reserves

Foreign exchange reserves have reached a record level of USs 216 billion en 30 May 2méb.
Exchange rate remained at Bs. w0475 per USs in May 2016, compared to Bsi1o01.78 per USs at end
June 1oz,

Public Debt

Public debt was recorded at Bs, 1ga68 hillion as an end March 26 registering an increase of Rs,
1,787 billion during first nine month of current fiscal year. COut of this total increase, increase in
domestic debt was Be 1zoe billion while government bormowing from domestic sources for
finandng of fiscal deficit was Rs, 786 billlon,

Increase in external debt contributed Rs. 588 hillion to public debt. Apart from fresh external

Inflows, revaluadkon loss on accorane of dl:_p:ll:l:urJun of WS Dollar agalnsc ocher bmermadonal

currepcies & well as depreciation of Pak Rupes against US Dollar contributed to this increase,

Money and Credit
Dhuring current Ascal year 206, SEF decreased the palicy rate to a histofcally low level of 5.95
Yw.e.f, 21 May 206, which isthe lowest rate in the last 44 years

Broad money {Mz2) increased to f.g3 %during July-May FY-16 against the expansion of 6.92 % in

itz same perbod last year, Beserve money kbvicrgased o Rs. 09706 billkon and grew by 2azo %
during July-May FY-16 25 compared to Bs. 3295 billion (152 %) in corresponding period last year.
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Lovernment borrowing from scheduled banks remained lower and stood at Bs. 7o2.g9 billion
during July-May FY-i6, against Bi. 10032 billion in comparable period, last year, Government
retired Es. 50.8 billion to the Sare Bank of Pakistan during the zame period against the
retirement of Bs. 332.3 billion in the comparable perod last year.

The outpoing fiscal year 2006 has seen more expansion in credit to private secor due to
expamionary monetary policy stance by SBP. The fows of Credit to Private Sector (CP5) have
seen expansion of 82.0 % compared to the contraction of 41.5 % during same period last year, The
flows of CP5 stovd at Bs. 30,7 billion during Jul-May FY-15 against Bs. .z billion in the same
period of last year.

The Weighted Average Lending Rate (WALR) on gross disbursements has decreased from
3. 51% in March aois o 505 % In March so05, Likewdse, Weighted Average Doposit Rate

(WADR) offered on fresh deposits also reduced from 5.12 % in March 2ms to 3.74 % in March
2mb,
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PAKISTAN'S ECONOMIC PERFORMANCE

IMF n™ Review (June zm6)
[Under the extended arangement and request for modification of pefformance criteria and

extension of the extended armangement |

Introduction & Program Performance

1. Marroeconomic stability has been gtrengthened and structural reforme are progressing.
Since the start of the program in September 2005 economic growth hes gradually recovered,
inflation was hrought dewn ro low single digits, foreign reserve huffers have been rebuile, social
safety nets have been strengthened, and the fiscal deficit has significantly dedined. Tax
exemptions and concegions have been reduced. Tn the energy ssctor, power blackouts and
subsidies have declined, and the accumulation of arrears has dropped significantly, although the
existing stock remains o be addressed. Despite recent sethacks to prvatizing ailmg pablic sector
enterprises (PSEs) due to labor uncest and political opposition, the authorities continue working
towards reforming PSEs and putting them on a sustaimahle financial path.

t. The economic recovery is gradually strengthening with improved macroeconomic
stability. Despite a weak cotton harvest and declining exports, real growth will likely reach 4.7
percent in FY zot5/16, supported by large scale manufacturing and baoyant construction activity,
and higher privaie secor credin growth, Growth ks expected (o strepgthen o 5 percent in FY
2onh /17, supported im part by an expected pick-up of investment related to the China Pakistan
Economic Corridor (CFEC). Core inflation has remained contained (4.6 percent in May 06,
Inflation is expected to remain contained at 52 percent in FY 2016/17, well-anchored by prodent

monetary palicy,

3. International regemwes continue to rice amid a hrn:.-t"'i.' atables current account deficit.
Despite dedining expeorts and sustained real exchange rate appredation, the current account
deficit & sypected to remain contained at o percent of GDP in FY 2oie06 and international
reserves will likely further increase to 43 months of imports. Pekistan's exports fell by 9.2 percent
y=o=y} during the Arst thres quarters of FY 20506, owing to lower intermabonal prices of eotton
and rice, ongoing security issues, 2 poor business cimate, and competitiveness losses related to
real exchange rate appreciation (0,3 percent y-0-v in March 26 and romulatively 10 pereent over
the past two years). However, favorable oil prices and so far robust remittances from the Gulf
Cooperation Covncll (GOC) countries contimoe to counterbalance the decline in exports. The
recovery in odl prices along with higher CPEC-related imports will likely lead tooa widening of the
current account deficit to about 1.8 percent of GOP in FY 2m6/17, still allowing for additional
reserves accumulition to clese to 4% months of imports. Over the mediom berm, completed
CPEC projects would contribute o promoting exports, offsetring the CPEC-related immerts of
industrial goods for investments.

4. The financial system remains sound. The banking sysiem continies o be profitable amd
well-capitalized, with high earnings and solvency ratios, althcugh nonperforming loans remain
significant. Two small banks recently fell below the minimum capital adequacy mtio (CAR)
requirement and one other bank is still below the absolute minimum capital requirernent (MCR).
I'he 58F s acovely engaging with these banks to address their shortfzlls, and legislation to
imtroduce an appropriate resolution framework to address NPLs is under discussion in
parliament.



5. Downside risks to the outlook remain. Further appreciatgon of the real effective exchange
rate in the context of an appreciating ULS, dollar would continue to erode export competitiveness;
lower growth in advanced and emerging market econombes {including China and GCC) could
wealken exports, remittances, and FDI; tighter global financial conditions could have an adverse
Impact o capital ifflaws; and a fister- than-eipected rise in ol prices could worsen the extermal
position. Furthermore, medium- to long-term risks could arise from repaymeni obligations and
profit repatriation relabed to large-scale investments such as those under CPEC, Domestically,
policy slippages, further delays in restructuring or privatizing public sector enterprises (FSEs),
orgoing legal challenges to electricty surcharges and revenwe measumes, political uncertaingy, and
the sill difficult security conditions could affect economic activity and undermine fiscal
consolidarion.

A, Pragram perfarmance has been sivong with all end-March 206 perfommance eviteria,
and most indicative targets and structural benchmarks met: all Performance Criteria (PCs)
at end-Mardch zemf are met, including net infernational reserves and povernment horeowing from
SBP with significant margins They also met the program's Indicative Targets (TTs), except for the
IT on tax collectiom, which was missed by a very small margin, Stroctural Benchmarks (5Bs) on
strengthening the central bank’s autonomy, 1ax administration, fscal responsibility and public
private parnership framewnrk lezislation, and amti-money lbundering were met. The public
sector enterprise reform 56 (legislation on corporatization of a key loss-making public enterprise)
was also met, although it was accompanied by constraints on future restruciuring and
privatization. Delays ocourred. in energy (notification of multi-year tariffs}) and financial sector
[eszablishment of deposit protection scheme) SBs, which are propesed o become 5Bs for the
twelfth review.

7. The aunthorides remain commitied o their Fond-supporied economic policy and

structural reform agenda but continue to face significant challenges. These include
imcreasing polivical polarization, social and political obstacles to privatization of public sector

enterprises (PSEs), and ongoing legal challenges to tax revenue and power sector measures, The
securiy sitdation has improved but remains fragile amid fllour from terecrist attacks and

widening anti-terror operaticns,
Policy Developments

A. Fiscal Policy

B. Program fiscal targets for FY 2o05/16 are within reach. Bulding on the strong
fiscalperformance in the first three quarters of FY 2m5/16, the authorities are on track to reduce
thebudget deficit (excluding foreign grants) to 4.4 percent of CDP. Staff noted an increase in the
statistical discrepancy inthe fizcal accounts (os percent of GDF as of end-March 2o}, which, if
unwound, could entailpressure on the deficit in the last quarter. Moreover, underperformance in
the collection of the GasInfrastructure Development Cess (GIDC) and risks related to the planned
auctioning of telecomspectrum could lead to a revenue shortfall. In light of these risks, the

authorties agreed to managespending prudently, coordinating closely with the provinces, and
scaling back non-priorityexpenditures as needed to ensure reaching the end-year deficit target.

g, Stall supports the suthoriiics’ commitment te continue gradoual Rseal consolidation fn
FY 2ou6/17 with a deficit target of 3.8 percent of GDP. To put the debt-to-GDP ratio on a firm
downwerd wajecory end preseve medivm-torm fiscal susteinability, the esuthorites plan o

reduce the budget deficit (excluding foreign grants) to 3.8 percent of GDF in FY 200617, On the
revenue side, measures {about ¥ percent of GDP) include further eliminating tax concessions and
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exemptions, introducing or expanding withholding taxes to strengthen income tax payment
compiance, raising excises on cigarettes and cement, ard adjusting the customs duty structure
for certain goods. On the spending side, measures fabout oa percent of GOV} fores on
rationalizing noncrtical cumment expenditures, containing energy subsides, and managing the
public sector wage bill prudently, while preserving increases (n social and capital spending,

. Reducing the outstanding stock of tax refund claims remains important to strengthen
the FER's eredibility and improve the business climate, The FBR has started publishing the
stock of curstanding tax refund caims—incluiding GST, income tax and customs datiee—on a
monthly basis to enhance transparency in tax administration. Owverall tax refund daims have
declined to oy percent of GDP in March 2006 (about half of this amount pertaing to GST refund
claims), from 0.8 percent of GDP in March zos.

B. Monetary & Exchange Rate Policies:

. Further accomulation of international reserves and greater exchange rate fAexibility
will help bolster external buffers and reduce vulnerabilities, The authorities are committed
to continue with the 58Ps spot purchases and take advantage of favorable oil prices to continue
raising foreign exchange reserves. Stafl supported the authorites” plan to increase the end-June
xonfs NIR fzrget by &350 million, which will contribute to further bolstering external buffers,
contaming appreciation pressures on the real effective exchange rate, and hence supporting
competitiveneass,

= A Pl"l.ld.lﬂt n'lumntarr 'FIJI.'I‘II!T stance i.'E ﬂl’."‘EﬂI’Ed (4] Fﬂﬂﬂm lf]liEWl‘l‘l.Eﬂtﬂ i.l'l I'.'Ill:ttﬂ.i:I'IiJ'IE
inflation and support macroeconomic stability, The SBP's monetary policy stance has been in
lima with program ohjectives, aq maonetary Eargeta have heon miet and inflation has remained wall
contamed. Following the reduction in the poloy rate by 25 bps to 575 percent in May zo06, staff
eantioned that in Iighr of an n'up.q-eh_:d modarste increace in inflation and righrqr gl'fﬂ"ql Ffinancial
ronditions, maintaining a pradent monetary policy by targeting clearly positive real interest rates
and seteing the policy rate in a forward-looking fehion will he imporant to preserve
achievemnents in anchoring low inflation expectations and support stable financial conditions,

C. Financial Sector Issues:

13. While the overall banking system capitalization remains strong, efforts are under way
to address undercapitalization in some small banks, Two small banks (1.5 percent of banking
assets) recently became marginally CAR-noncompliant, in part due to an increase in the CAR
requirement. One bank has already received a partial capital injeation and & expected to be
brought into regulatory compliance by August 2omh, while the other 5 in the process of being
privatized and expected to become CAR-compliant by December zm6. One other small bank,
which is below the absoluie minimum capital reguiremsnt (MOR), has initiated the process of
merging with another bank by December 2mé.

i4. Staff welcomed ongoing financial sector reforms aiming ai strengthening the
cesilience of the banking sector. The authorities are advancing with the establishment of a
deposit protection scheme, The Deposit Protection Corporation (DPC) Act was passed by the
Natonal Assembly and is expected to be emacted, following Senate approval, by August 2016, Scaff

supports the ongoing strengthening of the regulatory and supenisory ramework with the phased
implementation of Basel 11 capital and Bquidity standards, which will heip banks meet the new

prudential norms.
D, Structural Issues
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Energy Sector

15. The authorities are committed to further move ahead with the energy sector reform.
Rinee the sart of the program, power blackowits declmed disiibution lossee were reduced,
payment collection rates increased, energy subsidies were reduced, electricity tariffs were
imereased, surcharpes were introduced to allow for cost recovery, and the regulatory framework
was srengthened. Efforts are underway io continue strengthening the performance and
monitoring of power distribotion companies. Although the outstanding stock of power sector
arrears rermains to be addressed, mew arrears are accumuilating at a significantly reduced pace,

6. Improved performance of distribution companies and faverable cil prices have helped
contain the accomulation of power sector arrears, The ead-March 26 [T on the
accumulation of power sector arrears wai met with & large margin, owing o the positive Impact of
low oil prices, significant strengthening in collection rates, and further loss reduction, Half of the
DISCOs med thein quarterly performance targets ab end-March aoed, and ghe auchorities are taking
disciplinary actions against noncompliant DISCOs as appropriate.

i7. The regulatory process for gas tariff determination has resumed and growing LNG
impaorts are strengthening supply te the domestic market. The auwhorities are resuming
semi-annual notification of gas tariffs, key to ensure cost recovery and strengthen the regulatory
framewnork, They are increasing imports of Liquefied Mamural Gas (LNG) oo tackle damestic gas
shortages, with the price of imported LNG continuing to be fully passed through to consumers.
Staff weleomed the anthorities’ commitment to further reduce distrbution losses, including by
strengthening infrastructure and tackling gas theft.

Public Sector Enterprises

i% The authorities remain commitied fto restructuring and attracting private sector
participation in PSEs and are renewing efforts to contain PSEs’ losses. In Eght of legislative
constraints, political oppogiton, and widespesad itrikes, the authorities have reasseszed their
strategy for PSEs, scaling back planned privatization transactions but continuing efforts to attract
private sector particpation and purting i place addidonal measures o contain PSEs' losses

Business Climate and Trade Policy

1. Staflf welcomed the authorities’ focus on implementing their new business climate
reform strategy and further simplifying the trade regime to foster higher and more
inclusive growth the autherities have started implementing short-term measures to case the
process of sarting a new business, paving taxes and irading across borders, and faicilitate access (o
credit. Furthermore, they are simplifying the import tariff structure by reducing taniff slabs from
five to four by July 2016

Program Modalities and Other Issues

ro, Financing, program risks, and capacity to repay the Fund. Palistan's firancing needs are
fully covered for the remainder of the program and the country’s capacity to repay the Fund
ramaing strong owing to supportive macoeconomic poelides, resilient remittances inflows,

and increasing foreign exchange reserves.
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Statf Appraisal

22, Performance during the current review period has been strong, with macroeconomic stability
consofidating, structural reforms progressing, and ad PCs and most ITs and 5Bs met.

22, Continued progress on rebuilding buffers and advancing with growth-supporting structural
reform policies is important also in the context of downside risks

23. The authorities are on track to achieve ther end-year fiscal deficit target and are committed to
continue gradual Beeal comclidation in FY 206,17,

24. Sustained progress with tax administration reforms is needed to increase tax revenues.

15, The authorities should continue to build international reserves, maintain a prudent moretary
p-niiq stanoe, and further :trznﬂthcn the S autonomy.

26, Advancing with financial secior reforms is impontant to reinforce finandal stability,

27. Restructuring and privatizing ailing PSEs remain key to ensure their financial viability, reduce
fiscal costs and strengthen the effidency of Pakistan's cconony,

28. Further strengthenmg DISCOs" performance and wpdating the power sector arrears reduction
plan will be important o reduce Ascal risks,

2. Swift implementatiion of the new business climate reform swrategy is oeeded to foster
investment and suppor private-sector led growth,
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BANKING SECTOR - AN ASSESSMENT

X

Pakistan's banking sector continued to post strong performance in zons despite tougher
regulatory measures introduced by the State Bank of Pakistan and the Ministry of Finance as
well as falling interest rates.

Profitability of the banking sector reported growith of 1™ o0 Ba, a5 billon, deiven by oo
business (net interest income up 20 % to Rs. 445 billion) and higher capital gains (up 85% to
Be s Bllion). Pre-tax profit of the sector greow by 28%; however, higher effective tax rate of
40% in 205 compared to33% in 2014 contained bottom-line growth to w%.

The government introduced a one-off super tax of 4% on bank’s income and flat tax of 35% on
all sources of bank mcome including capital gairs and dividend income

Earnings of top 5 banks [in terms of deposits) grew by g% to Rs 122 billion in 2ms, whereas
smaller banks {all listed banks excluding Top 51 cutperformed the seoor as profts grew by
38% to Rs. 54 billion,

Within the top 5 banks, National Bank (NBP) reported highest earnings growth of 25 %
ll!:lpcszl h‘r #hove iJ!."EIIF: dmnl: ll‘!:!‘lﬁ'-h [i.ﬁ '!ﬁ V. 13 %_industry averagel, loan

3 - : Bs. Similarly within smaller banks,
&aml:ra El.-mlsc {SBLl a.mﬂ Farysal Banl: fFBL} m::urded ezmings growth of go% and 7%
respectively, driven by a sharp rise in capital gaies on PIBs.

Met Interest Income (M) of top 5 banks grew by ag% o Bs, 276 Lillion whereas smaller banks
reported an increase of 22% as investment in long term high yield bonds had a profound
tmpact e smaller banks.

Along with a sharp rise in NI growth, strenp increase in capital gaing led tooan ahove awrage
battom-line growth for smaller banks. Capital gain of smaller hanks was up no'% o Bs. 25
billion, whereas capital gain for top 5 banks was up 70% to Es. 32 billion

Deposits of the banking sector grew by 12 % to Rs. g.5 trillion in 205, which is in line with last
year's growth of 1z %, Top 5 banks deposits rose by 0 %, whereas deposits of smaller hanks
grew byig %

Advances of the sector grew by 4 % to Rs. 4.2 trillion in 20\, lower than lasi year's growth of

g%, Advances growth of top 5 banlks was up 2%Ya¥, whereas growth of smaller banks stood a
8%,

Within the top 5 banks, Habib Bank (HEL) and Allied Bank (ABL) reported highest credit
of 6% and % respectively. Within smaller banks, advances growth of [5 Bank {JSBL)
ard NIE Bank (NIB] stood at 35% and 18% respectively in 2o,

Total assets of the sector grew by an impressive 17 % to Be. waor teillion sdded by etrong deposit
growth and repo borrowing during the year. Similarly, total equity size of the banks increased
by 4% to Bs. 1a trllomn,

Tetal branch network of the ndustry grow by 5% taking total branches of the indusiry to
1487 throughout the coontry.

Banks wath high CAR have some cushion as they can lend ageressively in the wake of

improving macros and China—Pakistan Economic Corridor (CPEC) related lending, Within the
top 5 banks, Allied Bank {ABL) tops the list with CAR of 21%0
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Dutlook

# Despite low interest rates, demand for credit is still slow. It seems that the banks are still
intereated i rish fee govermmentl papers as banks are still celudant o make headways mto

advances. However, banks are trying to meet targets for healthy loans as evident from some
moverment in advasces, Danks oeed w focus on bousting advances base to be profiable o the

long run. Furthermore, upeoming matesalization of CPEC and other government backed
mega projects will help credit off-take numbers m coming months.

Summary of Financial Information {top 6 banks)

Number of branches and legend

(Inchuding sub-branches)
Habik Bank Limited HBL 1,6 1,6ig4
MNaticnal Bank of Pakistan MNEP 1,424 1,377
United Bank Limited UBL 1,330 1,39
MCB Bank Limited MCB 1357 | 1,232
Allied Bank Limited ABL 1,050 1,000
Bank Alfalah Limited RAF fis3 figf




o
LT

Balance Sheet

{Rs in million}

HBL | 207721 | 1,244.B87 4. 08 fiq3a8a | 31,34 6,772 | 228,423
MBF | 17uB30 | Bafizay §A, B3 s, 0104 73300 By, 753 1,700,574
UBL | wquq76 | 747,599 w305 487,278 | 36,678 41851 1486187
MCH | ;325 | 564,300 5132 31531 32947 s | LozopBo
ABL | Go78g | 544,833 3028 12648 | 28,870 34T 03,71
BAF | yBgs: | 3g7.516 53.624 317,300 | 17,38 Wom | o346
73093 | 4335382 138,65 2,665,014 180,506 Bem | Banbe
Liahilities and Fguiry
{iin mifions)

i
| HBL | 2RoBz | 3iq300 1634,044 | 80,6300 48,458 1Bzfeo | 2,208,433
| NBF | 9172 22,385 430538 1- T 171,655 L7 A7
i UBL | 13396 164,232 1,115,553 3307 15559 1,484,187
: MCR | w0999 1l by P06, 240 AL GTY 142,077 1m0, gl
ABL | 4042 | 137960 34546 - 25166 90,25 | 992,739 |
BAF | 9.734 1723093 L LN G R 17, 07m 54,003 9u3,416
ThIon | 9agg04 6,207,355  10.983 242, oy TU0,260 | 8,333,009
Income Statemvent
{Bs tin el

HBL | 78169 | 4,508 36,584 0,245 49959 | Go,286 | 15185 | 350 | 358
(NBP | 54357 | 9.945 35104 79:546 45374 | 34072 | 4006 | 30,076 | -15,284
(UBL | 57850 |38 24,540 78,584 5137 43447 | 6438 | 27000 | 7079
(MCB | 49555 | 545 7859 66 868 24,079 42,789 | 7,754 | 35035 | —o8g
|ABL | 36153 | 1,586 B304 44876 100 8,716 | w46 [ 1mp5 | 1,556
BAF | 2Bf14 | 2,288 g,103 35429 22,772 (i2fs7 15143 [ 75 | 4049
304,736 | 22605 131508 415,548 wh4n | 2007 | 890 | 130050 | -iu
*as-of Dhecernber 25
)




Profitability
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Loans and Advances

'HBL |63 |49

10:.51

1.4715

 NBF__ | 51 2.7 fo4.aBs | 7mofo | mi.ogq
| LBL 3 il.4 530,015 514,283 461,675
(MCB 34 | 202 333815 322,759 268,47
ABL 4.6 | 14.2 0,812 325,868 185,41
| BAF 127 1.3 J4 7402 304, 20 173,827
! §.13 o785 2,944,981 | 2,860,180 | 1,632.840
- B *
Annualized increase 2013-2015
in Percentage
oe [ 12
sot | ©
ME | 1 ¢
UL 7
12
Ho | © <5
Market Share of Loans and Advancoes
|r- -"
® Less than 3% 19% W HBL 15%
W HMB 3% B NAP Ta%
B Faysal 4%
B BAH 4%
B bleezan 4%
B UL 11%

W Aciar 5%

B MCBE 78 N BAF 7

| ABL T



Depaosits

72

2.8

1634044

l.f.r&qs

| HBL
NBE |16 2 L43LE35 [ 0234405 [ onBgs
|UBL | 17.7 7 119,953 | os1902 | BRg,516
:Hfl] z& g Tobh, 240 GAE, 270 32,300
i ABL | w0 9.8 T3h540 667,864 B, 407
| BAF | 5.6 15.3 640,137 | 605,057 | 525,520
- 9.85 10.3 6,267,355 | 5673043 | 5:158.843
{ ™
Annualized increase 2013-2015
in Percentage
BAF R 0. 15
ABL [ — ) 1
MCE | — 575
LBL | 1275
NEP [ ——————— 11
HEL  ——————
l.\_. A
Market Share of Customer Deposiis
W CLEks Ehain 3% b
12% B HBL 17%
= SCB 3%
5 HMB 4%
W Fayss 5§
NBP 13%
B RAH R |
B fdeen
W Askie] 2% ™ UBL 11%
W ABL % o AL
. J




Liguidity (average advances to average deposits)

s in mdllion)

HEL 67,570 Bug, 367 E08 56y LE634,044 | 1,524,545 | L400,230
NEBF 6B6,549 | yangls | ymaa L4T535 | L234.405 | 100,845
UBL 508,252 | 403,946 | 444435 LI.953 | 951,002 Blg, 526
MCE 740 306,757 | 25481 7ofzqn | BREa70 | Aiagon
ABL 325201 | 307,458 | 270482 | 734546 | 667,864 | GoB407
BAF 326,002 | 290,43 201,308 G407 605,957 | 545,520
2 B43025 | 2750856 | 25420 | 6,267,355 | 5.673.043 | 5458843

"Excluding export refinance, finance agamst loally manufaciured machiney and kong ferm fance agamst eport

oriented projets as s counter refinance i not included in deposits.

.
Liquidity
E 2015 & nrld
n =8
= # g - &
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IMF: INTERNATIONAL ECONOMIC OUTLOOK
[Excerpted from IMFs World Economic ODutlook, “Too Slow for Too Long”, April zo16]

Recent Developments and Prospects

Major macmoeconomic realignments are affecting prospects differentially across countries and
regions. These include the slowdown and rebalancing in China; a further decline in commodity
prices, especially for oil, with sizable redistributive consequences across sectors and countries; a
refabed slowdoen in investment and trode; and declining capital ows te emeging market amd
developing economies These realignments—together with a host of noneconomic factors,
including gropolitical tensdons and political discord —are generating subsdantial uncertainty, O
the whole, they are corsistent with a subdued outlook for the world economy—but risks of much
weaker global groweh have also risen.

The Waorld Economy in Recent Months

Preliminary data suggest that global grewth during the second half of 2a5, at 2.8 perceni, was
weaker than previously forecast, with a sizable slowdown during the last quarter of the year. The
unexpected weakness in late 2ms refledted 1o an important extent softer activity in advanced
economies—especially in the United States, but also in [apan and other advanced Asian
economies. The picture for emerging markets 15 quite diverse, with high prowth rates in China
and most of emerging Asia, but severe macroeconomic conditlons in Brazil, Russa, and a mimber
of other commaodity exporters.

Macroeconemic indicators saggest that econemic activity in sub-Saharan Africa and the Middle
East also fell short of erpectations, a result of the drop in oil prices, declines in other commaodity
prices and geopolitical and domestic strife in a few countries. More genenlly, geopalitical
tensions have been weighing on global prowth. Global industrial prodoction, paricularly of
capital goods, remained subdued throwshout 2015 This weakness & comsisten: with depressed
invesiment worldwide—particularly in energy and mining—as well & the deceleration of China's
manufacturing activity.

Low Inflation: Headline inflation in advanced economiss in 2015, at 0.3 percent on verage, was
the lowest since the global finanrial crisis, mostly reflecting the sharp decline in commodity
prices with a pickup in the late part of 2015 Core inflation remained broadly stable at 1.6-1.7
percent but was still well below central bank argets. In many emerging markets, lower prices for
oil and other commodities (including food, which has a larger weight in the consumer price
indices of emerging marketl and developing economies) have tended to reduce inflation, but in a
number of countries, such as Brazi, Colombia, and Russia, sizable currency depreciations have
offset to a farpe extent the effect of lower commodity prices, and inflation has risen,

Declining Commodity Prices:0il prices decreased further by 32 percent between August 2ois
and February 26 on account of strong supply from members of the (rganization of the
Petroleumn Exporting Countries and Russia, expectations of higher supply from the Islamic
Republic of [ran, and concems about the resilience of global demand and medmum-term growth
prospects, as well as risk-off behavior in financial markets, leading investors to move away from
commodiries as well as stocks, Coal and natural gas prices also declined, asthe later are linked 1o
oil prices, including through oil-indexed contract prices. Nonfuel commodity prices weakened as
well, with metal and agricultural commodities prices declining by o percent and 4 percent,
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respectively. il prices recovered some ground in March, on the back of improved FAnmancial
market sentiment

Exchange Rates And Capital Flows: Between August zm5 and February 2o06, the currendes of
acdvanced economies tended ta strengthen, and  those of commodity exporters with foating
exchange rates — especially cil exporting countries - tended to weaken further. Across advanced
pconomies, the Japanese yen appreciation was particularly sharp {about 10 percent in real effective
terms|, while the US dollar and the suro strengtheped by about 3 percent and 2 percent,
respectively, In contrast, the British pound deprecizted by 7 percent. Among emerging
eeonomies, depreciations were particulasly sharp in South Africa, Mexico, Russia, and Columbia,
The Chinese renminhi depreciated by about 2 percent, while the Indian rupee remained broadly
stable

The Macreeconomic Implications of Global Realignments

Trade Spillovers from China: The current slowdown in China's growth has bezn driven mainly
by investmyent and exports. The weakening in investment reflects a correction after an extended
period of very rapid growth, Given China's size, openness, and high investment rate and the high
import content of its investment and exports, the slowdown has entailed sizeable global spiliovers
thiough trade chanmels, Theee irade cffoots are both divect {reduced demamd Tos trading partnes'
products) and indivect (impact on world prices for specific goods that Chisa imports — for

example; commodities), affecting cther countries' exchange rates and asset markets.

Commaodity Price Declines and Disposable Income: The recent further dedines in prices of
commodities, especially oil, have compounded sizable shifts in international relative prices since
toin. These shifts have generabed sharp changes in disposable income across countries, Steep
declines in oil prices during the second half of 2014 and late 2015 triggered large income losses for
pil-exporting countries and gains for gl-amporting countries, Belative to GDP, the windfall losses
for oil-exporting countries were larger and more concentrated than the windfall benefits for oil-
importing countries. These changes in disposable income have bad szable macroeconomic
[EPErusSI0ns.

Investment In Energy And Mining: One important channel through which changes in
commodity prices affect aggregate demand is through their impact on investment, particularhy in
encrgy and mining, which are vory capital intensive activities. Investment woakness appears to
have extended to exporters of exractive products more broadly; countnes where energy and
mining products account for a large share of CDP experienced large declines in domestic
imvestment in 2005 relative to the previous three years. [n turn, the weakness in investment has
vontrivuted to weaknes in global manufacturing activity and eeade,

Slowdown in Glabal Investment and Trade: Trade growth was particularly weak in relation to
GODF growth in 2015 in emerging market and developing economies. The slowdown and
rebalancing in China plays an impertant role in explaining thess trends, given China's large share
of glohal trade. But dedining investment and imports in some commodity exportens also played a
majorrole.

Global Implications OF Lower Oil Prces: Scenarios cutlining the plobal impact of a supply-
driven price decline indicate chat a positie oil supphr shock ehould be expaneionary fioe the global

economy, primarily reflecting a higher marginal propensity to consume in countries receiving the
windfall from oil compared to oil-experting countries, as well ag 3 boout bo agoregate sapply
stemming from the decline ir the cost of an input to production.

o
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Global Outlook for 2016 And 2017

= Clebal cutput is estimated to have grown by 30 percent in 2ms, with Lg percent growth for
advanced economies and 4.0 percent growth for emerging market and developing economies.
Glebal growth is projected to remain modest in 206, at 3.2 percent, before picking up to 3.5
percentin zory.

* The projected pickup in growth in 2m7, in turn, reflects stronger performance in emerging
market economies, In particular, growth in countries experiencing severe macreconomic
conditions in 200516 (including Brazil, Russia, and some countries in Latin America and in
the Middle East), while remaining weak or negative, is projected to rise, with a return to
positive growth in both Latin America and the C15 and a sizable pickup in growth in sub-
Saharan Africa. These developments more than offset the projected continuation of the
slowdown in China.

= Among advasced economies, prowth ia agais projected o inerease marginely, a0 the
projected deciine in growth in Japan due to the planned consumption tax increase is more
than affiet b].f:liighl]r Hronger perﬁ:m‘n.m‘l.dr: in mast other advaneed cconamies

A Pronounced Increase in Downside Risks

WEQ growth forecasts form a central, or modal. scenari—growth rates that the IMF staff
estimztes to be the most likely in each year of the forecast horizon, The weakening in global
growth in late 2005 and the escalation of threats to global econemic activity since the start of this
year have led the staff io reduce the projected growth rates under the ceniral scenanio. Alongside

these reduced central projections, the staff views the likelihood of outcomes worse than these in
the central scenano as having increased.

Cwver the near term, the main risksto the outlook revolve around the following:

. Financial Stability Risks in Emerging Markets: After five years of dedining economic
growth and a downwand shift in capital inflows that gainsd momenium in zoes, emerging
market economies are increasingly vulnerable toa change in investor sentiment.

A stronger pullback of capital Mows could tighten financial conditions in emengng market
economees and put additional downward pressure on their currencies, leading to adverse
balance sheet effecs and possibly funding challenges. The trigger for such a development
could take a variety of forms: increased investor concerns aboul stressed emergang market
economies and commodity sectors, idicsyncratic events in the larger emerging market

economies, or the materialization of other risks to the outlook, such as a weakening in glohal
demand due to prowracted financial market turbulence, Regardless of the trigger, a flight from

riskier asset classes could spark dmruptive declines in asset srices and currency values.
generating contagien effects and harming growth furher. The countries that are potentially
more vulnerable to a discrete change in investor sentiment are those with larger external
financing needs, weaker net iniernational investment positions, and higher yield spreads,

& Inrernational Ramifications of Developmeénts In China: China's mansition w a new

growth model and a more market-based econsmy &5 inherently chalenging and has been
hum.l:r:," at tirnes. Corporate pluﬁub.ilil.r in China has eroded over the pest Few years, as E:n::-'n-'lh

has declined toward a more sustainable pace following a period of rapid credit growth and
investment. Lower corporate carmings, in turn, are hindering the ability of Chinese firms o
service their debt obligations, raising banks” levels of nonperforming loans. As bank lending

cogacity is incrcasingly constrained, Chinese firms are turnisg to capital markees, The

-
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combination of corporate balance sheet weakness, a high level of nonperforming loans, and
inefliciencies in bond and equity markets is pesing risks o financial stability, complicating
the authorities’ task of achieving a smooth rebalancing of the economy while reducing
vulnerabilities from excess leverage. Limited progress on key reforms and increasing risks in
the corporate and namckal sectors have led o meduim- term growih coicedns, Iriggering
turbulence in Chinese and glohal financial markets. Policy actions to dampen market volatility
have, at times, been theffective and poorly cormmunicated,

A sharper-than-forecast slowdown in China could have strong international spillovers through
trade, commedity prices, and confidence, with attendant effects on global inandal markets
ard currency valuations. That cutcome could lead te a more generalized slowdown in both
emerging market and advanced cconomies, especially & it should further compromise
irvestment, potential growth, and expectations of future income,

Risks Of Further $trains In Oil-Exporting Countries: With diminishing fiscal buffers, the
renewed declines in ol prices in late 2005 and early 2006 could force ofi-exporing counties oo
cut spending more significantly than envisaged in the WECQ forecast. Additional rerrenchment
in spending could be mottvated by a dghtening of global financial conditions and mariket
perceptions of heightened sovereign risk,

These risks would be exacerbated if oif prices were to decline even further, And in the current
low-inflation environment, a scenario of even lower oil prices comes with a risk of a further
reduction in inflation expectations and possibly also core inflation rates in advanced
econormies, raising real interest rates and deflation risgks. At the same tme, further declines in
oil prices could bolster the perception that prices will stay low for long, boosting oil-imperting
countries’ spending out of the windfll and therdby cshionmng some of these advense effects,

. Recent Tarbulence in Financial Markets and Losses in Equity Wealth: Equity markets
wirldwide pested large losses In early zo0b, with price declines in advenced economibes
especially large for banking sector stocks. From the end of December 205 to mid-February
2o, stock price iodices in advancod economies fell by more than w2 percent and those in
emerging market economies by about ¢ percent, Markets have since rebounded, bringing the
year-to-date changes to sbout -2 percent for advanced economies and into pusitive lemitory
for emerging market economies as of the end of March., Mevertheless, stock price indices
remain well below the !:-ml-m reached im the spring nf 2005, L-lpm:i.:ll:.- fe EMCFEINE market
coonomies. A5 discussed in the April 26 GFSE, a lasting increase in financial market
turbulence and persistent declines in equity vahkiations could tighten financlal conditions, by
increasing risk premiums and some interest rates, while reducing capital availability for firms,
hirther depressing investrent bevels, which have yet to fully recover (Chapter 5 of the April
2005 WEQ), Such asset market disruptions could also generate adverse wealth and confidence
elfectn that karm pr'nﬂ-h: c\-ul'uumpﬁal:'i. :ul]ﬁu:l.':nl.if ia thoie advanecd ceonomio im which
equity holdings are an important part of household wealth. Though the global equity
valuation losses so far in 2006 are likely to have a very small adverse impact on consumption,
the dedine follows larger losses in the second half of :oig that, F increasingly seen as
persistent h}l households, would weaken consumer demand and El'l:ﬂh'l'l'l. in advanced
eoonomies and, ultimately, in the global economy. Weaker growth would leave the global
econamy vilnerable to further ghocks and rake recession risks, feading back into weaker
investor risk appetite.

Possible Delays in Mormalization of Conditions in Economies in Recession: The
economies of Brazil and Russia, which together account for about 6 percent of world output
based on purchasing-power-parity exchange rates, have been coniracting since mid-2o14,
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Lower-than-expected growth in Braml was a major comtributor to the downward revisions to
estimated 2015 growth in the January 26 WED Update, The basdine WED forecast factors in
a very gradual normalization of conditions in these two economies, with a somewhat reduced
pace of rontraction in 2m6 and zero or mildly positive growth in 2007, The cutlook for Braxil
and Risgia remaliind uncertain, hvwever, and possible dedays in thedr ferurm (o more Rarmal
conditions coald once again push global growth below the current forecast.

Geopolitical Tensions and Strife: The incidence of armed conflicts and terrorist acls has
increased in the last couple of years. Ongoing events in parts of Africa and the Middle Fast, as
wiell as in Ukraine, could further heighten domestic and international tensions, with increased
disruptions in trade, tourism, and financial flows. In Furope, the surge of refugees is
presenting major challenges to the absorptive capacity of EU labor markets and testing
political systems, fueling skepticiam about economic integration, as well as EUJ governance,
and potentially hindering policymakers’ ability to respond to both legacy and emergent
economec challenges,

Potential Exit of The United Kingdom from the European Union:A British exit from the
European Undon could pose major challenges for both the United Kingdom and the rest of
Europe. Megatiations on post-exit arrangements would likely be protracred, resulting in an
catended perod of helghtened wocemainty that could welgh beavlly on confidence aind
investment, all the while increasing financial marketr volatility, A UK. exit from Europe’s
single market would also likely disrupt and reduce mutual trade and fnancial Bows, cuntailing
key benefits from economic cooperation and integration, such as those resulting from
ecomomies of scale and efficient specialization,

Secular Stagnation, Hysteresis, and Lower Potential Dutput; In advanced economies, the
risk of a protracted shortfall in domestic demand and a further weakening of potential output
due to hysteresis effects romains a concern, espectally in view of heightened risks to nearterm
activiry. In some economies, especially in vulnerable euro area countries, demand remains
particularly shopgish, and slack in labor markets remains sizable. The declines in the price of
oil and otheér commodities since December 2mg raise the risk of deflavon in advanced
economies. The scenario presented later, in the “Policy Priocities” section, provides an
illustration ofhow secular stagnation could affect global economic activity. A rising likelihood
of lower potential outpul due to a protracted demand shortfall is increasingly a worry for
emerging market economies as well, in partirular for economies experiencing deep and
profonged recessions, A combination of pngoing supply-side constraints, persistently weak
investment, and in some cases, high unemployment rates and skill losses could weigh on
medivm-term supply potential in these economies, especially where structural reform
momenium is weak Last but not least, economies fading domegiic strife and surging refugee
outflows are facing a massive loss of future economic potential.



GEOPOLITICAL AND GLOBAL ECONOMIC PERSPECTIVES-
A Snapshot of Key Risks

GLOBAL ECONOMIC PERSPECTIVES

Europe's Brexit Hangover
Aug 1, 2006
Project Syndicate, by NourtelRoubmi

The risk of European and global volatility may have been only brielly posiponed. Leaving aside
wiher global csks, thewe Is plency of reason o worry abouwt Burope and the Eurozone, Au ugly
divorce may lead Scotland and Moethern Ireland to leave the UK. In that scenario, Catalonia may
also push fur independence from Spain. And withouw the UK, Denmark and Sweden, which aren't
planning to join the Evrocore, may fear that they will become second-class members of the EU,
thus lem;li:n_; them o consider lEm‘inﬂ as well, [.,.]]lnl].'r the Curozome's ﬂl]n!-i.useu rn.-l:|11.'|u,-.r, i=
too biz to fail. But, with a public debt ten times larger than Greece's, it 15 also too big o be saved.
Mo EU program can beckstop Taly's €2 wrillion {82,z trillion} of public debt (135% of GDP}, [...] A
revisionist Russia has become more assertive not jest in Ukraine, but also in the Baltics and the
Balkans, And the conseguences of the continuing turmail o the Middle East are at least fwofold;
renewed episodes of terrorism in France, Belgium, and Germany, which may over time dent
business and conrumer confidence; [..] Given the current slow pace of reforms, potential growth
remains low, while actual growth is on a very moderate ryclical recovery that is now threatened
by post-Drexit rizks and uncertaintics, At the same time, high deficits and debts, together with
Eurcwone rules, constrain the use of fiscal policy w boest growth, while the European Central
Banl: may be m\:dﬁinﬂ the limits of what even unconventional MOMESATy Fr.-li.-qr can do to sustain

the recovery,

The Mext Global Boom - and Bust
Apr 2g, 2ob
Project Syndicate, by Simon johnson

The latest IMF forecast for global growth has been revised dowsward to just over 3% this year and
again in 2017. If realized, this would be 2 dismal performance. [...]Mow the US faces the
uncertainty of a presidential election, weaker paris of the Eurozone continue to strugele, and
lapan is teetering on the edge of outright economic contraction. Brazil is in the midst of a palitical
crisis, China is dealing with the afiereffects of prolonged fiscal expansion and explosive growth in
its shadow banking system, and lower commedity prices are undermining economic performance
in many other emerging markets [..]Policymakers know that excessive debt brings financial

fragility and some efforts at reform over the past decade have aimed to scale back
leverage. ... [Established nonfinancial firms have leamed the hard way that they need to be careful

with leverage and keep large cash cushions, It's the big banks that continue to prefer being highly
leveraged. And too many policymakers are deferring to them, Like it or not, that means we are in
line for another stomach-turaing round on the global ecoaomy's wild ride.
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‘Drramatic deterioration’ in UK economy since Brexit
[ul 22, 2006
EurActiv, by Marthew Tempest

The British economy has suffered o "dramatic deteroration” in the four wesks since the UK voted
to leave the EUL [..]July saw a dramatic deterioration in the economy, with business activity
slumping at the fastest rate smee the height of the global fmandal crisis in early-20040.

Central Banking Goes Megative
Feb b, zob
Project Syndicate, by Stephen 5. Roach

Central banks are abdicating effective control of the eonomies they have been entrusted to
manage. First came zero interest rates, then quantitative easing and now negative interest rates —
one futile attempt begetting another. Just as the first two gambits failed to gain meaningful
econamic taction in chronically weak recoveries, the shift to negative rates will only compound
the risks of finandal instability and set the stage for the next crisis.

Donald the Destroyer
May 3, 2mb

Project Syndicate, by Simon Johnson

Trump's ideological mix comprises three main components: virulent anti-immigrant animus,
ignorant ani-trade rhetoric, and extreme antl-government sentiment, Taken separately, any one
of these woald be damaging. Together, they would deal a major blow to U5 and global prosperity,
while also weakering nations] and international pecarity, [ Trimp's vow to tear up the rules iz a
recipe for another Great Depression. [..|Trump’s proposed policies would undermine America's
security, depress its economy, and destroy the financial system. [..] Rejection of his andidacy is
necessary to keep America and the world safe,

The world's biggest hedge fund thinks the next radical change in central-bank policy is
almost upon us

Aug 3, 2016

Ruginese Insider, by Rachaal Levy

The world 15 not transpiring as most central bankers had expected. Toey have had to consistenthy
acijust their thinking about what interest rates and monetary policies are appropriate, and they
have had to be more accommaodative than they had expected and buy more ‘risky’ assets. At this
stage either fiscal stimulation that is monetized or putting money directly into the hards of
spenders (i.e., MP3) is the logical next move.

Why a breving global economic storm is turning gold into the perfect trade
Aug 5, 26
Market Watch, by Barbara Kollmeyar

Gold is poised to benefit from a “perfect storm” of fewer viable nvestment alternatives and bigger

riska. [...] imvestors are using gold o hedge portfolio dek as they add more stocks and low guality
bonds to their aset mix. [...| The World Gold Council point out that gold has been one of the
yoar's best-performing assets,
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Bond Market's Big lllusion Revealed as U.5. Yields Turn Negative
Aug B 206
Bloomberg, by Brian Chapparta

Last month, yields on U5, weyear notes turnesd negative for lapanese buyes wha pay in eliminate
currency fluctuations from their returns, something that hasn't happened since the financial
crisis, [t's even worse for cur-hased investors, who are locking in suh-zera returns on Treasuries
for the first time in history, [...] bonds of France and laly offer some degree of yield and the
currency-hedging costz are cheap. Demand from non-US. investors in April and May was the
weakest in 2 two-month stretch since 2013, [...|[Negative inlerest rates outside the U8, have caused
2 surge in demand for dellars and dollar assets, peshing up the cost to get into and out of the
greenback at the same exchange rate to levels rarely seen in the past |...]Treasuries will remain a

better alternative for many overseas investors as lorg as an advantage exists, no matter how small
the hedged vield pickup has become because of forces like negative rates and quantitative easing

outside the LS., "you cearly have a long-lasting bid”

The World Is Unraveling
Aug 23, 206
Forbes Staff, by Steve Forbes

THE WORLD 15 UNBEAVELING ard only the 115, has the power and moral stature to stop a slide
that could have catastrophic consequences. The global economy continues to spetter; the [MF has

once again lowered projected growth rates for the remainder of this year and for 2m7. The long
coonomic sagnation is fucling ficrcer political resentmicnts as radical, auwhoritarian partics gain

strength in Europe.

Why the Bearish Oil Market Could Be Over In a Flash
Aug 03, 200
il Price.com, by Nick Cunnmgham

The nil market is being driven by its own momentum and currently that is down, but exireme
positioning coupled with improving fundamentals should witimately - and at polentially any time
- result in a strong reversal, [...] because there is not enough oil that is profitable at today's prices,
there could be a d:lurl.'dg: somewhere down the rosd. The pdinhi cutbacks in EPCL'Il']jJIE across the
ol industry will sow the seeds of the next price spike,

The IMF Stll Mizunderstands the Euno Crisis

Aug 4zl
Project Syndicate, by Anders Aslund

The European economy grows slowly because it is overtaxed and overregulated. Rather than being
pold to restructure debt, Buropesn countries should be told to deregulate markets for labor,
products, and services; and southern countries such as laly, Greece, Spain, and Portugal should
be tokl to expand secondary education and vocational training, Ms the Baltic example shows,
quicker fiscal adjustments can drive structural changes.



GEOPOLITICAL PERSPECTIVES

The Old Order Collapses, Finally
May 22, 2004
wrarfor, by Roben Kapan

A5 anarchy has increased ower the years in the reginn, the ability of Amerca to influence things
has diminished, Thus, we have the slow-motion demise of the old srder. [..]The annexation of
Crimea. triggered by the fall of the pro-Russian regime in Kiew, signaled to the world that Russia
was no longer contained. And thus everyone has come to realiee that the old order in Europe is
gone, too, .. JPolicy elites have no trouble imagining a world of rival hegemons to replace an
American imperial-like system. What they have a more difficult tme imaginimg is a world in
which nobody is sufficiently in charge anvwhere, where formlessness rules, where hiemarchy itself
has decayed. This anarchic formlessness combined with postmodern technology may help define
thie world that ultirmeately awaits us

Four Predictions on the Future of Europe
Jan 15, 26
Real Clear World, by Jan Techau

My first prediction is that in the medium to long term, there will be more integration of European
foreign policy, and even of security and defense. [ My second prediciion is that the euro will oot
be part of a future ELl. There 5 no compelling need for the ewro, Political and economic
plobalization can be weathered without one. []Thicd, T fovesee, after heavy pains, a more
complete singie market, and also a common EU approach to migration - though not to the
integration of migrants, which will remain primarily & national matier, There is a huge need for
more closely integrated markets in Europe. [..]Finally, the EU will be i lot more realpelitik-
driven, Realpolitik here mveans that the ELY will e a andon bess of values and mwere of transactonal

politics. It will be less idealistic and more functional.

IS war hawks' Earasia goal: Prevent Russo-German coalition, China's OBOR project
|ul 29, 2006
Asia Times News & Features, by Christina Lin

LIS wants to stop a codition between Germany and Russa because the combination of German
capital and technology with Rusdan matural resources and manpower can counter American
domirance. Its move to destabilize and throw countries “off balance” in Ewrasia threatens China's
‘One Belt, One Road” project that would help Eurasian economic integration and reduce
ungoverned space for rerrorist organizations to thrive. The world now waits to see if the US
Movember election can usher in a new era of a mult-partner world to confront global challenges.
|...] Singapore and other Asian partners are worried about US actions that may morease (ensions
and destahilize the region. Likewise in Europe, the Brits tofd US to mind its own business
regarding their sovereign dedsion for Brexit, the German foreign minister accused US-led RATO
of warmongering, the Bulgasian prime minister rejected joining a NATO fleet against Russia in
the Black Sea, and a German MF blasted the US as the biggest threat to European peace and
sability. [..] US strategy of throwing countries “off balance™ to maintain dominance in the
Mideast iz actually what has helped fuel the glebal jihadi movement.



President Trump and the faoture of the West
Aug of, 2016
Heal Clear World, by Micholas Vinocur

Ag Tromp secured the Republican nomination, and his campaign bareled from one shock
statement to another, he revealed details of a foreign policy agenda that was far more worrying for
LI5S allies than anything he had said in the primary. [...] France, Belgium and Germany have all
suffered terrorist attacks over the past vear. But instead of offering sympathy to allied nations,
Trump served up a han on letting citizens of terror-struck countries intn the LS, [..] He also
denied that Rusgan-backed rebels or proxies were in Ukraine, despite ongoing fighting in the
country’s Donbas region that has claimed hundreds of lives. [...] While Trump was forced to
admit. after an explicit denial from Putin, that he had ever met or even spoken to the Bassian
leader, his call on Russla to spy on Clinton implied 2 level of coriness that raised evebrows among

EU security analysts.

Yes, of course Donald Trump can win
ful 25, 2emk
Washington Post, by Chris Cillizza

wo pew mational polls oot either pat Trump ahead of Chinton by three points or tied with the
presumptive Democratic nominee, The broad trend in polling suggests a tightening contest, [...]
Clinton is a uniquely flawed candidace. She has been in the national eye for a very long cme and
people have largely made up their minds about her, [...] In a binary choice election — which s
what this is — Trump benefiis from the fct that he is simply net Clirton. [...] What this all means
is that the race is close today and there's plenty of reason to beleve it will stay like that all the way
until tie election

Germany Corying Upuo Beijing
june 14, 2o
Deutsche Welle, by Dagmar Tngel

Legal uncerainty is one of the problems that German eompanies mention fime and again when it
comes to investing in China, along with concerns about intellectual property thelt and lack of free
market access. China has been promising to deliver on that account for years, though it has lictle
to show for it. Despite this, rermany continues to do business in China: The contracts agreed for
the government consultations have a total volume of 253 billion euros. The reverse & also true:
China wants to be part of Germany's push for "Industry 4.0" - the application of automation and
information technology to manufacturing.

The Mew Great Game between China and the LS.
Mow 23, 2008
Real Clear World, by Pepe Escobar

With business booming, right now the third industral revolution in China looks ever maore like a
mad scramble woward a new form of modernity. [..] China’s currency, the yuan, which may, by
November oth, join the International Monetary Fund's Special Drawing Rights reserve-curency
lrasker, 11 =, this will in pr.ucljl:: mean the total imr:Er.:l:[q;m ol the Fuan, and so of I'I-|:'i"i|'|:,!I| imgcy
global financial markets, as an extra basket of countries will add it to their foreign exchange
holdings and subsequent cumency shifts may amount oo the eguivalent of crillions of 1.5, dallars,
[...] For Chinese leaders, the One Belt, One Road plan - an "economic partnership map with

maltiple rings bterconneced with ose arcther” == B scen as an owape roule from the
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Washington Comnsensue and the dollar-centered global financial system that goes with it. And
while "guns” are being drawn, the "battlefield” of the future, as the Chinese see i, b5 ssentially a
global economic one. [..] Noone in Washington wants 1o "lose” Eurasia to China and 15 new Silk
Roads. Whatever Washington may want, China is indeed the rising power in Eurasia and a larger-
than-life economic H‘lq!l.El"l'l"."T- From London g0 Herlin, there are Siﬂl"lﬁ in the EL) thar, ﬂﬁ]:li'l"l." G
many decades of trans-Atlantic allegiance, there is also something too attractive to ignore about
what China has to offer

China’s rise as aregional and global power: The ALIB and the ‘one belt, one road’
[ul 15, 2005
Brookings, by David Dollar

China's growth has been impressive compared to the rest of the world, but lost & the admiration
is the fact that the growth rate has slowed down to around seven percent. [...] This pattern of
growth manifests three proslems First, technological advance, az measured by Total Factor
Productivity (TFF) growth, has slowed down. Second and closely related, the marginal product of
capital s dropping. The third manifestation of China's growth pattern is that corsumption is very
low. [..] this period of excess capacity at home is the moment at which China launched expensive
new initiatives, such as the Asian Infrastructure Investment Bank (AlIB), the BRICS Bank, and the
'One Belt, One Road’ initiative in order to strengthen infrastructurs, [...] Domestic reform is a
much more promising road to deal with China's swplus problem, and to rebalance its economy
away from such a heavy reliance on investment. The resolutions that are likely to have the
greatest effect on rebalancing China’s economy fall into four areas: (1) the household registration
system (hukou); (2} inter-governmental fiscal reform: (3) financial liberalization; and {4) opening
up China's service sectors to competition, [...] The AIIB will be funding infrastructure that can be
thought of as the “hardware” of integration. Equally—if not more—important & the “software,”
that iz, the rules and egulatons that govern intemational trade and investment. TPP aims to
pxpand trade into new areas, such as services, [...] There i a risk that these competing initiatives
will result in the development of trade blocs, but more likely the end result will be cooperation.

China's “One Belt, One Road” to Where?
Dec zq, zoi5
Foreign Policy Research Institute, by Felix K. Chang

China's engines of growth-—export manufacturing and  infrastructure  coastruction—have
sputterad, 35 tha debt that fucled them and the overcapacity that they greated have balloaned.
Orver the last year and half, Chinese leaders have been forced to repeatedly “fine mune” their
poonomy to keep it growing, They boosted China's govemment spending, devalued ite curmncey,
rut its interest rates six times, lowered its bank reserve ratio seven times, and even directly
imtervened in lie steel market.  Seill, China's sconomy cantinues io dlow. [ JIF the Chinece
econamy continues to soften, it means that China will reed to import fewer raw materials and
export fewer finshed goods  Unless global demand cevives o Chinese consumers pick up the
slack, Beijing might well expect its “One Belt, One Road” initiative to yield more long-lasting
political than economic benefits.



Russia eyes ‘Greater Eurasia’
[une 2o, 2mA
Asla Times Mews & Features, by Sergel Blagov

Last year, for the Aret Hme oot agopear higtory, the SO0 made a deckion on fie enlargement. The
upcoming entry of India and Pakistan is expected to change the balance of power in the SCO, Yet
hefore offical materialzation of the SC0 enlargement plans. Russia came up with the even more
ambitions “Greater Eurasia” vision, The new entity iz supposed not only to unite major Asian
states, but also to mend fences with the Furnpean Union, [..] Therefore, the “Greater Furasia”
prouping is supposed to become o major global power, However, it is far from certain how the
proposed grouping could be reconciled with the esisting multilateral organizations and
agreements in Eurasia. [t remains io be seen whether the “Greater Evrasia”™ vision have chances to
materalize sny time sonn,

Ru=ssia is building networl of ties with disgroniled U5 allies in Asia
May 19, 2016
Agia Times Mews & Features, by Salman Bafi

By offering countries things that they have traditionally depended upon the US. for, Russia is
seeking to build a network of reladons that would allow it and the member states of ASEAN to
pperate relatively independently of the LS. For Russia, least dependence on the US and EU for
impors would allow it to pursue its objectives and protect 165 interests in Burope and the Middle

East more aggressively. Pragmatic as it looks, these developments can yield resulis that can
withhold or mit the U.5. influence, If not eliminate it altogether, w an extent where the LS.

might find tself unable to operate through its traditional methads of domination and diplomatic
CORErCEDN,

MIDEAST

Turkey's Erdogan pivots to Putin as tensions rise with the West
Aug o 2006
Washington Post, by Andrew Rothand Erin Cunningharn

The leader= of Tl.l.rkrr and Russia meel o restard k.e:r' EmErEY projects and roll back sanctions,

seeking to ebuild tes as Turkey looks bevond its NATO partners Tor support fallowing a failed
coup attempt last month. [.] The Turkish lesder repeatedly thanked Putin for his rapid offer of

aid Following the coup attempt, and called for relations between the two countries to retum “to
their pre-crisis level, or even higher,”

Puition and Dodognn Yow o Bepalr Tios as Weai Walches Macvously
Aug g, 2016
Mew York Times, by Mell Mac Fargubar

Erdogan can use Russia as a trump card in his negotiations with the West, for him, the main goal
is the West, not Russia. [...] In the bleak days, planning was suspended on the Turkish Stream
pipeline meant to deliver Russian gas to Europe, a: well as on the Akkuyu nuclear power plant
that Russia is building in southern Turkey. [} the two leaders said they were planning to restart
all that, Mr. Erdogan repeated their pre-crisis pledgs (o eventually increase annual trade between
the countries to $wo billion.
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EU on edge as Putin, Erdogan set to meet

Aug 4, 2016
Asla Times, by MEK. Bhadrakumar

EU officiale and diplomate are womed and are “watching  warily” the Tuorkish-Ruossian
rapprochement, [..] Turkey needs one line of TurkSiream carrying 16 bem to meet its needs bat
may alsn be persuaded to agree to be a transit country for Bussian supplies to southern Europe,
The Russians envisage TurkSiream as a trans-Black Sea project with a total capacity of 64 bem of
ga=s with the option for the pipeline to branch off 2 the horder between Turkey and Bulgaria to
supply the Balkans as well, Gazprom delivered 27 bemgas to Turkey through zms, making that
country the second biggest buyer of Russian gas after Germany. Additional supply of 18 bem
puarantees Russia's status as the anchor sheet of Turkey's energy security. TurkStream opens the
door to more exports of Russian gas to Burope, whereas EL {and US) would hope to reduce heavy
dependence on Russian EIJFFLI.EE EU abhors the idea of Turkey, a problematic partner, emerging
as transit country for the continent's gas impocts, TarkStream will kill ELs trans-Caspaan pipeline
projects bypassing Russia. TurkSream diminishes Russia’s dependence on Ukraine as transit
country for gas exports to Europe; while it also compels Kiev to turn to Brussels to meet its own
energy needs by crediting that country, TurkStream strengthens Ruossia's hands as regards the
proposed Mord Stream 2 project.

The Strategic Consequences of Turkey's Failed Coup
ful &, 206
Project Syndicate, by SinanUlgen

The efectiveness of the joint fight agamst the Islamic State {ISIS), which relies heavily on air
sirikes originating from the Incirlik airbase in southern Turkey, would doubiless be jropardized.
More broadly, a breach in this key bilateral relationship would weaken NATO cohesion in its
pelicy towand Russia, with Turkey seeking to move beyond the confrontatkmnal Famework scl cut
at the Alliance's recent Warsaw summit. |...| Finally, the botched coup will have repercussions on
Turkey's abdity to contribute to regional securnty. The Turkish military will nossr undergo a painful
process of purging its Gillenist elements. [...] Turkey's botched putsch has already heightened the
likelibood that cntical milesiones scon will be reached in the country's relationship with the US
and Europe.

Savdi Arabia's moment of trath in Yemen

""""'H 2, zody
Almonitor, by Bruce Riedel

The Houthis and Saleh formed a council last month to govern the capital and most of north
Yemen. This effectively partitions the country between the Shite-deminated north and east and
the Sunni-dominated south and west, [..] The war is expensive for the kingdom. Last year, the
kingdom had the third-largest defense budget in the world. The United States and the United
Kingdom hive been selling Sawdi Arabia huge amounts of munitions and other supplies to keep
the war effort going. [..] Washington has beea mostly an observer to the Yemeni crisi. Yemen is
smply not a priorty. Meanwhile, balf the Yemeni people are undernourished. Tens of thowsands

of children are at risk. The richest countries in the Arab world are bombing the poomest country
and the world is preoccupied with other affairs.
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Arab Decline and Iran’s Rising Influence

Feb 1o, 2016
Huffington Post, by Michael Sharmoff

With Iranian influence extending into Baghdad, Damascus, Beirut, and Sana’a, Iran directly and
indirectly influences one-fifth of the Arab world. This is something Nasser could never have
imagined. However, Tran's ability 1o exert its influence in four Arab rations should be assessed in
redation to the relative declive of Arab state power, not innate [ranian strength. Yer following the
[ranian nuclear deal, the rise of Irantan power will continue in the foreseeable future. At least 100
billion in Fozen assets will Ao mto Tehrarns coffers, and while much of that money will be
injected into Iran's cash-strapped economy, it can be expected that seme will go to support [ran's
interissts in lrag, Syra, Lebanon, and Yemen,

The Mew Mideast Povwer Couple; Russia & fran

bep 1y zob
European Council on Foreign Relatons, by Ellie Geranmayeh&KadriLik,

[ran-FRussia relations have reached an unprecedented peak, fueled by military cooperation in
Syria. a shared vision of the global order, and mutual criticism of Western policy in the Middle
East...Tehran is a useful ally to Moscow in a highly unstable region, but it is just one thread in
Mogcow's patchwork of Important relationships that oeed careful balancing..Moscow offers
Tehran a critical means of protectng its regional security interests. However, Iran's leadership is
diviced on how best to bedge bets between Eastern and Western powers 1o achieve the country's
strategic objectives....Despite their differences, the war in Syna looks set to be the crucible of
Moscow-Tehran cooperation for some time to come, given its centrality to the strategic ambitions
of both parties....nstead of pursuing policies that attempt to explodt divisions between Iran and
Russia, Europe should use its limited leverage to reduce violence in Syria and, if possible, pave
road for political mansiton later down the road, The can only happen with better undemstanding
of the drivers of Iran and Russia's policy in the region.

Syria‘s World War: How the West Let Russia & Iran Take Charge
Sep g, 2mb
Mew Statesman, by John [enkins, New Statesman September 10, 2006

As the civil war rages on, Syna has become a theatre for great-power nvaley, with Russa and Iran
turning cynical opportunism into high policy... The Middle East will be a huge challenge tor
whoever is elected the new president of the Unied States, The wsual American approach to
conflict management in the region, which rested on clear political resolve, may no longer worke: if
Ru=sis now ghapes the bartle epace in Syria, whao will ehape it in Gaza and northern Terael? It will
be a challenge for the Earopean Union, which is intimately affected by the collapse of Arab states.



OBOR & CPEC

Asian Century as Brexit rattles old order

[ul 10, 2006
Agence France-Presse, by Emily Ford

Britain's vole bo leave the Ewopean Undon and simmering discontent in other Western countries
is seen as hastening the arrival of an "Asian Century”, led by the rise of China and India. By 2050,
Asia will acvunt for over balfl the wodd's COP. [.] Rising wonomic stars Indoncsia and the

Philipoines are growing at around five percent a year, while Europe remains sluggish. [...] With a
name that harks back to thoze d.a:,':. Ec-iins':- ﬂag:'l'l:ip "One Beali, One RBoad”' P-nliq,r seeks to revive

the ancient Silk Road trade route with huge investment from central Asia to Burope |...] Asia’s
growing clowt rests on various assumptions, incuding that nations continue on the same

economic trajectory and aren’t derailed by unforeseen financtal crises, Other threats include
riging ineguality, the middle-incomo trap — whore an cconomy gote stuck at a cortain stago of
development -- and competition for natural resources.

Implications, options for India
Felb a4, 200G
Deccan Herald, by Brig PilluSubrahmanyam (rid})

[ndia has objected to CPEC passing through GB which is an integral pant of India by virtue of
having been part of the princely state of Jammu & Kashmir, However, China is trying to overtly
downplay sach concerns, |..] Gwadar, though being developed as a commerdal port, has the
potential to be tramsformed into a military facility for China's navy with capability
to threaten India's energy routes from Gulf and as well impinge on India's naval operations in the

Arabian Sed and the Indian Ocean. India cannot be oblivious to sech strategic changes taking
place in its neighborhood with far-reaching regional and global ramifications. [...]For sustained
economic growth and devdopment, India certainly needs peace and as well infrastructure
connected o markets in the region. The CPEC offers such a platform and engines for growth, 1T
India is to become a reckonable powes, it is but incumbent for the nation to ensure robust
econamic growth for the next decade or two and strengthen itself militarily,

Why the new Balochistan strategy is the best option for India
Aug 2z, 2006
Dbserver Research Foundation, by Rajesh Rajagopalan

A Balochistan in the throes of an insurgency could also scupper at least a part China's
effore to flank Tndia through the China-Pakistas Eeonomic Cortidor (CPECY India iz only
belatedly realising the strategic import of both the China-Pakistan axis and specifically,
the CPEC, India needs to do evorything in its power to curtail this move and supporting
the Balochistan rebellion is one way to do this. |...|5upporting the rebellion in Balochistan
will help India in expanding its intelligence and covert action footprint within Fakistan.
[...]5¢ill, there is at least one serious problem with this initiative: A failure to follow
through on the Baloch initiative, after the Prime Minister was seen to be announcing it
from the ramparts of the Bed Fort, will only reinforce the credibility problem. This, India
cannat afford anymore,



Behind China's Gambit in Fakistan

May 12, 2mb
Coundl on Foretgn Kelitions, by Dandel 5, Markey and James West

The praimary abstacle ta the CPEC: full implementation i security. To address Chinese concerng
and ensure the safety of these projects, Pakistan announced in early 1006 the creation of a
dedicated CPEC foree of ten thousand security personnel, but even a force of that size will be
sressed by the task at hand. [T successful, the CPEC could provide important benefits to
Pakistan’s economy. [..] Gwadar Port is perceived in India as less likely to become a vihrant
eeonomic hub than to serve as a naval base for China's expanded blue water feet and operitions
throughowt the Indian Ocean. [...JThe United States will also have its own long-term concerns
about the CPEC, as it represents the leading edge of China's expanding access to, and likely
influence within, Eurasia. As Pakistan grows closer to China, there may be temptation in
Washington to compete for influence n Islamabad. [...|Finally, though Chinese and Palistani
pfficials are wary of ULS, overtures. the CPEC should be appreciated as an opportunity for doser
trilateral cooperation. The United States could redirect a portion of current civilian assistance
funds into projects that are aligned with CPEC goals to help create jobs, spur economic growth,
and provide incentives for additional outside investment.

PAKISTAN AND INDIA - THE "CPEC’ FLARE-UP (FOST URI)

The best among limited options
»ep 20 2006
Fhe Hindw, by MK. Narayanan

The isue for India would be whether it s possible o impose a heavy economic burden on
Pakistan. The inherent weakness in any such step is that few nations would be willing to follow
Imalia’s lead amd, oeating Pakistan as an cutcast, inpose an eoonomic blockads on that country
[..] Utmost care again needs to be tzken when considering any military option [..] it is a
‘militarized’ state which hae ‘nuclear teeth' [....] Sub-military options available to India to put
pressure on Pakistan are not too many |...] The reality is that India’s security agencies, including
the armed forces, still do not have adequate cepabilities of this kind — notwithstanding claims to
the contrary [....] All this shoald induce sober reflection. India is, of course, in a position to engage
in a ‘water war' with Palistan, to deprive Palistan of water from the Indus River. This would, of
course, mean reneging on India's international obligations under the Indus Waters Treaty.
Perhaps, India’s bost option would be to engage in cyber sabotage and cyber warfare, hiding
behind the plawsible denizbility available in such attacks. Owr capacity in this ama is
congiderable, and it ehould be possible to engige in extencive cyber gabotage and cyber warfare to
bring Pakistan to its knees.

2 US lawmakers move hill to dedlare Pakistan 'state sponsor of terrorism’

S an, zonfy
QAWM

Two United States lawmakers moved a bill in Congress seeking designation of Pakistan as a ‘state
sponsor of terrorsm’. The bill titled the Pakistan State Sponsor of Terrorism Designation Acl was
introduced by Chairman of the House Subcommittee on Termorism Ted Poe and Congressman
Dana Rohrabacher at a time when the Prime Minister s in the US to address the United Mations
General Azssambly,



Retaliation or restraint? India has limited options over Kashmir attack

Sep g, 206
The Guardian, by Michael Safi

Even f swift military retaliation were poscible, both gides are keenly aware of the limiss of armed
coercion, particularly since Pakistan acquired nuclear capacity in 198, “The government actually
has a very narrow hand of options, and even those are not without a certain amount of risk,” says
Dhruvajaishankar, a foreign policy fellow at the Breokings Institution in New Delhi, “All options
come with arent risks and latent rosts, bur the short answer is there are no good options, and if
there were, they would have been explored already,” Jaishankar says, Yet ifthe Indian government
can ride cut the public anger, a restrained, diplomatic response might be itz wisest route.

Pakistan: Challenges for U5, Interests

Sep of, 26
Testimony, by Toby Dalton

Against the backdrop of an evolving U5, role and presence in the megion and the challenges to
LA =Fakistan relations, but considering the potental consegquences of a nuclear incident, there
continues to be a profound need for the United States to sustain options to mitigate perceived
nuchear threars, Notwhihstanding the challenges posed by Pakistan w ULE Interests, this means

preserving (o the extent possible patterns of cooperation and ingitutional relationships that
facilitate U5 infloence

Indias new rules of engagement
Aug zq, 2016
India Today, by Raj Chengappa

By raising Balochistan, Modi has succeeded in blunting Pakistan's offensive on Kashmir and also
addressed the public demand for a strong answer, But i1 has limited tactical wility, While Iran
and Afghanistan may be happy that India is taking on Pakistan on Balochistan, they would be
wary as they have sizeable populations of Balochis in ther respective countries. China, too, may
begin to flex its muscle, and Indiz would find it difficult to combat two foes on its borders. 5o
Modi needs to follow intent with action. He needs to have an organised game plan to follow
through in 4 carefully calibrated manner, Modi has shown that ke is capable of thinking out of the
boo. But he has to be careful not to be boxed in by his actions.



COMMODITIES OUTLOOK

SUGAR:
SUGAR PRICES
Rs/ kg $ kg s/ kg
Vo (loca) (local) (glokal)
201 72,82 ol6 o
EL 5716 o fig r:n:ﬁ:
2003 5341 056 .39
ik 14 Ba 054 .37
2015 58.0 o458 .30

Source PEAMA: WE, Commodity Mavhets Curlook (Apeil ous]

SUGAR PRODUCTION

Year Million Tonnes Million Tonnes
(Local) {Glokal)

| 2011 43 [Li>5
201 4.6 72,3
2013 (5] 177.6
2014 2.6 175.6
. 11 174:3
2016 (provisional) 5.2 1734

Sanrre: Pakdsnrd Feon e .':]rh.r_r - WH, I"m‘.fln'lﬁ;.ﬁ'r’}' Adbirkers (b kinsk |Hprﬁ| aah)

» Higher sugar demand in developing countnes should kelp prices recover from lowlevels,

However the prices will remain volatile as a result of the sugar produdtion cycle in some key
Asian sugar-produdng countries.

» International sugar prices continued their decline as production exceeded consumption
for the fifth consecutive season, This decline was particulady pronounced due to the
devaluation of the Brazilan real with respect to the US dollar. The current season is expected
to be a turning point, with nearly no growth in global sugar production as production
increases. in Europe were offset by large decreases in Brazil and Fakistan. Howewver, the
turnaround is not expected to be sufficient. and at the start of the outleok. some of the major
stgar producers are expedted o cut their production in response i the low prices.



WHEAT:

WHEAT PRICES
Rs/ kg s/ ke $/ ky

" (local) {Iocal) (lobal)
el 24.9 0.3 0.3
2012 z7.1 0.3 0.3
2oy 293 o3 o3
214 26,2 0.3 0.3
=T 3.0 li,t' o

Sournce: OECD-FAQ Agricwlierad Cretlook 1o05-2004: WE Cosnenodity Morbets Owtlook (Apr zeut)

WHEAT PRODUICTIOMN

Tear Million tomnes Million todines
I:-I.-FH::II} !E]nha:lj

M 5.1 6440

AEE 3.5 TO2.AD

o013 243 h58.7

0K i T15.1

2005 25,1 Ta5.5.

a0k {_Fmvislmql} 25,5 338

Sowrcer Pokicien Foonamic Sureey o058, WE, Cemmadity Movkets Outlnok (Apr 208)

= Global production of wheat is expected w reach a new record lo che 2o05-10 season,
t.4 percent higher than lasi season, However, early assessment for the next season shows
thar next seasun's global production may Rl by as much as 3 percent, with norable
decknes in the Russian Federation and Ukraine, both key wheat exporters,

« Consumption during 2086-17 is projected to remain largely unchanged, with some
deckne in fieed use offset by increasing food consumption. As a result of tighter wheat
supplies, the siocks-to-use ratio (a measure of the abundance of supplies relative to
demand) s anticipated o decline, afier reaching a 14-year high of almose 34 percent in
2014=15. Trade volume for next season is expected to increase marginally.



RICE:

RICE PRICES
Year Rs/ kg 5/ kg s kg
{boscal) {local) (glohal)
2011 440 051 056
2012 40.4 053 0.58
3013 48.0 o449 .53
2014 39.7 0.4 0.43
350 o035 o9

Source: DECH-FAC Apricuiural Ortlook 2005-2014: WH Commodity Morkets Ouwtlook (Apr 20u6)

RICE PRODUCTION
Milliom tonnes Million tonnes
Tent (local) ilobal)
30E1 48 4B0.6
2012 bz 485.9
2013 B 4738
004 6.8 478.4
oy .o 4708
2016 (provisional) 6.8 4740

Source Mubesnrn Eoummeinic Survey bory ity W, Carmimodioy Aarbeta Oaddoek |'H||.lr iwata)

Rice production, which began the current crop year on a positive note, has been
gradually declining due to the B Mifiosrelated climatic changes shortfall in various East
Asian rice producing courtries, notably Thailand, the world’s dominant rice exporter.
Global rice pro<uction, which is expected o decline by 2 percent this sason, will partly
recover in 2ou6-17, perhaps by as much as 1 percent. Increased production is expected to
materialize in India, the Fhilippines, and Thailand, which together account for more than
one-quarter of global rice supplies. The stock-to-use ratio, however, is lHikely to decline as
consumption & proeceed o ocutpace production growth and a stock drwdown is
expected o take place in India and Thailand

Rice price levels will recover later due to the accumulated stocks in Thailand,
wilnich are EI{!I.'[EH Ll pruL dlowiward Prsssine o PIH."EH o sisveral YEAls. e world
reference price of rice has been changed back to the Thai price after two rears of using the
priu.: in Yiernam,



COTTON:

COTTON PRICES
¥ Rs/ pound US cents/ pound | US cents/ pound
- (local) (local) {global)
2001 B2 Ll.g 55
2012 -7 Hia Ho
2013 By Bs0 5
014 ?-ﬁ- —H.R H3
2015 i 628 n

Sneree: DECTLFAD Agricuitnal arinok sarsanng: R Comoamoading Markets Dok {Apr sonf )

COTTON PRODUCTION
Million bales Million bales
Neae (local) (global)
2001 Jans gy
L2 13.6 127,44
2oy 130 1239
2014 12.8 i |
015 140 ngy
216 [ provisional) 10,1 107.4

Serce: Pakieian Ecosomic Sursey 1005-m0; WE Commodiry Makeis Cutiook (Apr s

= Early indications feor the upcoming zowb-17 scason suggest a 3 percent increase in
global production of cotton from the current season, Although consumption s projected
to be higher than production fora second consecutive year, the comon marlet is mired by
unusually high stocks, the equiralent of almost cne year's worth of consumption. More
than half of those stocks are held by China; fears that they could b relessed will prevent
any significant recovery in cotton prices.

# No change is expected in cotton prices for 2006 and only 2 mamginal increase is
projected in zo17. The deckne in Chinese import quota has been an important feature of
the global cotton market, Between zon/12-2002/13 and the current crop year, Chinese
imports have decreased 74% (-16.7 million bales). The corresponding contraction in
global import demand (world imponts in 2005/15 forecasted to be 12,3 million bales less
:ha:I:I'be average from 2om/12 and 2012/13) has been a factor pushing prices to lower

EVELS,

# In thelr larest ser of torecasts, the IMF lowersd thelr estimaies for world GIDEF in
both zm5 and 206, Since global cotton demand s correlated with global economic
growth, this represants another obstacle for drawing down stocks.As a result, it
appears unlikely prices will be able to increase beyond their recent trading range
in the near [uiure.

&  [hirmg the seagon aois-06, the colton crop was eown on an area of sga7 thousand hectares,
showing a decrease of 1.5% overprevious year. Moreover, low prices discouraged farmers
fromm investing mito fectilizers and pesticides, which result in lower production and yield of
cotton erop. Growth over 2005-24 begins at a refatively lower base as Pakistan has lagged
consderably hehind in the adoption of GM ootton
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CRUDE OIL:

CRUDE OIL PRICES
8/ barrel

Yiar {_g;|n_h:il]
21N 1050
2013 1041
Tl gé,2
2015 50,8
ity {ﬁ:-r-bn:l:tll Lo

Epaerce: IMF Gloho! Commaodity Price Index (Apr et WL Commuopdity Markets Outionk {Apr 2oty

Crude oil prices are projected to average £41) bbl in 2016, a dedine of 1 percent from
last year. This implies small increases through the rest of the year a the oversupply in the
il market diminishes. The market surplus iz sxpocted to estond in the first half of the
veear amid weak seasonal demand, but stocks are expecesd to fall during the second half of
tha YPAT AR n:an'r-|.l demand increases and LIS pm'u']urﬁnn daclines steepan. (PEC
production exclading the [slamic Republic of Iran is expected to remain fat, while Iranian
outpuf iz expected to climb by zome 0.5 mb/d.

MNear-term up:idﬂ ricks to the Pr:i.t'- forecast inchude ]::rpr non-OPEC -HFPI'}'
declines and slow expanson of Iranan esports, In addition, there are risks of supply
dismptiors among key OFFEC producers {Irag, Migeria, and the RepiblicaBolivariana de
Venezuelz) due to internal conflict and financial constraints.

Higher global demand, particularly for transport, would also help reduce the stock
overhang. Downside price risks inclede a slower rebalancing becanse of weak demand,
amnd continued resilience of US producers to sustain output and develop uncompleted
wells. A large increase in the Idamic Republic of lran's exports and higher prodoction
from the rest of OPEC could help sustain the surplus.



GOYLEY:

GOLD PRICES
: &/ troy ounce
Yeii (global)
| 200 1558
2002 1664
| 20T} L
2004 1256
= " éa
200b (forecast) 1150

Egpares IAE Clobel Commodity Price Indoy (Ape saiflr WER, Comarndirg Marbots Ohatbal (Ape a0

The adoption of negative interest rates in a number of developed economies increased
gold's attractiveness by reducing its holding costs, Conversely, rising inlerest rales
typically have negative implications for gold prices, asinvesiors seek yield-bearing assets.

Physical gold demand was weak in the two lamgest consuming countries. In India,
higher prices and uncertainty over the govermment's end-February budget restrmined
purchasss, An excise tax of 1 percent was announced in Mardch and many Indian jewellers went
on strike. In China, demand was weak due to slowing econormy. Glebal gold mine supply
growth has trended lower due to declining investment, but has been parily offset by cost
reductions and depreciating producer currencies. Nevertheless, significant new production is
expected this year & mines commissioned last year continue to ramp op.

Gold prices are projected to fall largely driven by expectations of a rising dollar and
tightening in LLS. monetary policy. Downside risks to the forecast include stronger-than-
expected monetary tightening and dollar strength. Significantly weaker U.S. growth (and
the ramifications for the dollar) and monetary policy pose upside risk.

Weakening of Euro/ Euro risks pose on upside risk.
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PALM OIL:
PALM OIL PRICES
$/MT

Year {glohal)
FNTE 40
ADLY B
2015 63
2o (lorecast) G0

Soarrce IMF Clobod Commodity Priee Index (Apr ey Wl Commpdity Marksts Dutiood {Apr 2oai)

» The price of edible sils, which are produced primarily in East Asia (notably palm oil and
coconut oil}, were affected by Bl Miftw (an beregilacly oceurving and complex seres of
climatic changes).

» The oilseed supply outlook is healthy, with corrent season global supplies for the 0
major oilaeeds sxpected to exceed 621 million tong, 12 million tons higher than last season,

= Fowr dynamics will cause production growth to slow to 3.5% annually (zeig-zo1g),
from 6a% (2o05-2014):

1. Strong limits to plantation expansion: Malaysia wil keep 0% of the country
forested, and Indenesiaimposed a forest moratorium in 2o,

2. Stagnating yields. bur these could improve due to replanting programs in Malaysia.

3. Higher operating cosis, espaclally in terms of labos

4. Subpar infrastructure in Indonesia, especially for ports



Magleaal Bank aff Paklines

N B PF’arfarmanaa at a Glance

{Rs in billion)
ltems 2009 2014 2015
Tolal Assels 844,65 . k . . 1543.0 1706.3
Deposits T27.5 . £ . . 12335 1431.0
Advances 4752 . 1 . . 626.7 577.9
Investments 276 . . . . 561.7 B26.3
Equity 84.1 . . . X 1103 116.0
Pre-Tax Profit 21.3 . 3 . . 220 332
Profit After-Tax 17.8 . i . , 15.0 18.2
Eamings per share Rs, B.25 . . i . 7.08 9.03
Mumber of Branches * 1287 1377 1424
Number of Employees 16248 16180 15548
* includes Foreign Branches

N B PPmd ucts

NBP Saiban *
=« At present, finance available for Home Purchase and Home Construction,
«  Period of repayment ranges betwean 3-20 years,
« Loans available up to a maximum of Rs15-35 million.
-

Mark-up is variable and is the lowest in the banking industry.

NEP Advance Salary *
+«  For permanent employees of government, semi-government and autonomous bodies receiving salaries through
Mational Bank of Pakistan.
« 20 months salaries in advance (certain conditions apply).
+  Minimum documentation.
+  Repayable in instalments of up to 60 months.

NBP Cash n Gold *
«  Facilty of Rs30000 against 10 gms of gold »  Mark-up 15.5 percent per annum

*  No Maximum limit of cash = Repayable after one year
+  Roll-over facility «  No penalty for early repayment

NBP Kisan Dost *
Leans available for the farmers for production, development purposes, for purchase of tractors, for installation of
tubewells, for purchase of agricultural implements, micro loans, for godown construction, for construction of fish
pond, for livestock farming, for milk processing, for cold storage, bio-gas plants etc.
Competitive mark-up rate.
Loans available at the farmear's doorsteps.
Agricultural experts to guide farmers,
Loans available against agricullural passbooks, residentiallcommercial property, gold ormaments and paper
security,

=« Financing facility also available for landless farmers.

NBP Premium Aamdani Certificate *
A monthly incoma schemea. Minimum amount of investmeant required is Rs25,000/- and maximum allowed s
Rs10,000,000/-,
A S-year Schame, with year-wise increasing profit rates.
Added incentives for investors.
Financing facility available against these Cerificates,

* Terms & Conditions apply
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