Govt likely to miss
fiscal deficit target,
says minister

By Nasir Jamal

LAHORE: State Minister for Revenue
Hammad Azhar on Saturday admitted that
the government was facing serious fiscal
challenges in spite of several corrective
measures taken in the last six months, say-
ing he could not say if the revised fiscal defi-
cit target of 5.1 per cent of GDP would be
met.

“We are implementing measures to
recover Gas Infrastructure Development
Cess arrears (from the industry) and
increase tax collection by broadening the
net without putting additional burden of
indirect taxes on the common people. We
are also taking to the apex court alternate
proposals (when it hears the review petition
against abolition of hefty tax on prepaid
mobile recharge) this month and hope tax
collection will pick up in the second half
(and help fill the hole),” the minister
responded to a question, after a meeting
with All Pakistan Textile Mill Association
leaders.

Tax collection in the first half of this fis-
cal year fell short of the target by Rs172 bil-
lion. Many analysts say the difference
between actual collection and the revised
tax target of Rs4.398 trillion will further
widen by the close of the year.

Moody’s forecast on Thursday that the
country’s-fiscal deficit is likely to reach bpc
as the government has failed to introduce
measures curbing expenditure and increas-
ing revenues in the supplementary finance
bill announced last week. It added the mini-
budget will foster exports and support the
manufacturing sector but ignored spending

cuts to ensure budgetary discipline.

In its monetary policy statement, the
State Bank of Pakistan also said the fiscal
deficit for IHFY19 is likely to be higher
than same period last year, showing that
consolidation remains a challenge despite a
sharp cut in the Public Sector Development
Programme and rationalisation of tariffs
and duties.

Deficit during 1QFY 19 increased to 1.4pc
following a marked slowdown in revenue
growth as overall expenditure increases
remained unchanged against same period
last year despite significant cuts in federal
and provincial development spending.

Azhar blamed the previous government
for financial crisis facing the country. “They
didn’t have a right to give sixth budget and
give tax concessions of Rs100bn without
proposing alternate measures to cover the
gap... they left us a fiscal deficit of 6.6pc last
year. If we had not taken corrective meas-
ures, the experts say it could have shot up to
7.1-7.5pc in 2048-19.” he claimed, adding the
suspension of tax on mobile recharge had
created a further hole of Rs100bn in reve-
nues,

He said the external sector was improv-
ing and current account deficit reduced by
4.4pc 1HFY19 from a year ago. The previous
government had used $25-30bn of borrowed
money to keep exchange rate artificially
low that had brought pressure on exports
and drastically increased debt burden on
the country.

He defended increase in property valua-
tion rates, saying the purpose was to regu-
late the real estate market, plug flow of
money into speculative investment and
divert it towards the industry.




Rupee edgesf
up in open |
market

By Shahid Igbal |

KARACHI: Higher |
inflows of US dollars during
the, last week of January!
eased up pressure on the!
exchange rate as the rupee|
gained about one per cent'
against the US dollar in the
open market.

“We have been selling
dollar at Rs139.50 before
the $2 billion inflows which'
fell to Rs138.20 on
Saturday,” said Secretary,
General of Exchange
Companies Association of|
Pakistan Zafar Paracha.

However, he said with the!
frequent inflow of dollars,
the investment in the US
dollars rapidly disappeared
and the open market shrank
by 70 per cent within a cou-
ple of months.

“We have to surrender 8(}
per cent of dollars to the
banks which means there is
no buyer for dollars in the
open market,” said Malik
Bostan, President Forex
Association of Pakistan.

He said only sellers are
available while small buy-
ers of few hundred dollars
are visiting the currency
market.

“Large buyers have left
investing into the dollars
particularly  after  the
restriction of the State Bank
toscome and buy from the

' eounters of exchange com-

panies,” he said. Earlier, the
exchange companies were
free to deliver dollars to the
buyers at their homes,
offices or banks,

The State Bank received
$2bn — $1bn each from
UAE and Saudi Arabia on
Jan 24 and Jan 25, respec-

tively — which strength-

ened the local currency.
“I believe with the inflow
of another $2bn from UAE

- would further ease pressure

on exchange rate and the
dollar may shed another
Rs1.5 to Rs2,” said Paracha,
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Joinit ventures under CPEC needed to
increase industrial base: Dawood

By Parvaiz |shfag Rana which could help in transfer of tech-
nology and also improve our agricul-
ture production which was badly suf-
fering from low productivity, he
said. 3

Responding to a number of issues
raised by Reap Chairman Safdar
Mekrai, the adviser stressed that by
entering into JVs with Chinese com-
panies many issues related to low
farm productivity and high costs
could be tackled by introducing
technologies at different levels.

Mr Dawood regretted that almost
all major crops including wheat and
cotton in the country are facing simi-
lar issues as highlighted by Pakistan
Agriculture Coalition’s Dr Arif
Nadeem in his presentation on rice.

There is an urgent need to work on
backward integration in all major

“orps if highex 'Lbi”'oducuwty and low
Yigﬂ is to bf achieved, he: said. He

ped that once these issues were
resolved, the target set by Reap for

KARACHI: Adviser to Prime
Minister on Commerce, Textile
Industry, Production and Investment
Abdul Razak Dawood said on
Saturday that under the China-
Pakistan Economic Corridor
(CPEC), the country would now pre-
fer to enter into joint ventures (JVs)
with Chinese companies to increase
industrial base.

“We are in talks with China to
shift the focus from power plants
and road networks and move into
JVs which are badly needed' to
increase the industrial base in
Pakistan and lead to job creation,”
he said while addressing the busi-
ness community of Karachi at an
evetit hosted by MIce*hprm": {
Association of PaKistan (Reaj
mer chairman Abdul RaHim Jari

There is an urgent need for enter-
ing into JVs with Chinese companies

enhancing rice exports from current

level of Little over $2 billion to $5bn
in five years could be easily
achieved.

The adviser said he would try to
immediately include rice sector
(which is second largest exporter
after textiles) as a new member
among five export-oriented sectors.

“I am confident that rice export-
ers are committed to ensuring and
securing interest of all the stake-
holders and also have the vision to
increase rice production and achieve
$5bn exports within five years,” he
added.

Mr Dawood said that during his
recent visit to Japan, the business-
men there showed keen desire to
help Pakistan improve rice farming
by introducing technology for
impr(wing quality and securing

‘highér rice production.
. He further urged the Reap chair-

an to participate in the forthcom-
ing ‘Biyani Festival’ being organised
in Jonesburg, South Africa.




FBR likely to
~issue notices

SOHAIL SARFRAZ

ISLAMABAD: The Federal
Board of Revenue (FBR) is in
the process of establishing exact
ownership of 160,000 foreign
bank accounts purportedly
owned by Pakistani nationals
abroad through Organisation for
Econemic Co-operation and
Development (OECD), it is
learnt.

Sources told Business
Recorder here on Saturday that
the FBR is pursuing the matter
with the OECD under exchange
of information proyisions and
will also issue notices in a
phase-wise manner to the own-
ers of these un-disclosed foreign
bank accounts of Pakistanis
abroad, sources added.

When = contacted, FBR
Member Inland Revenue Policy
Dr Hamid Attiq Sarwar told
Business Recorder: “We have
received information through

Foreign bank accounts

OECD network from 26 coun-
tries participating in OECD.
exchange of information net-
work. The data was shared
about 3 months back and the

fact was unveiled by the finance |

minister in his post-budget
speech. In many accounts the
amounts are small but some of
the accounts contain large trans-
actions. We are in the process of
establishing exact ownership of
accounts through the OECD and
also pursuing the identified
accounts through notices. For
exchange of information from

OECD it is a prerequisite that |

the information be kept secret
otherwise we won’t get next
instalment of information”.
During review of Finance
Supplementary (Second
Amendment) Bill, 2019 by
Senate Standing Committee on
Finance, FBR Member told the
committee that the government
received details of over 152,000
accounts from 26 foreign juris-

dictions and the amendment in -

the law was proposed to enable
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tax authorities for taking speedy

action on the information before

the money is shifled from those |
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