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Trade deficit dilemma 
 
The legislatures of trade and industry censured the government sectors 
and policy makers for declining industrial production and exports. 
 
The trade shortfall during May, 2009 was amounted US $ -1,061(mn) aligned with  US $ -1,962(mn) in similar period May, 
2008 which was major turn down by 46% where exports recorded over decline by 21.9% and imports decline by 34%. On 
monthly root, trade deficit figured out by US $, -1,435(mn) April, 2009 which significantly declined by -26% MoM basis 
where exports surged by 10% and imports declined by 8.4%, proceeding towards improvement in terms of economic 
revival, a dilemma but less impossible. The currency variation is vital factor over the scenario, furthermore tax imposi-
tions on import items may stabilize the imbalances.   
 
The decelerate in export growth is due to the detail that textile industries which are the major contributors to the national 
economy portrayed a lethargic performance and registered pessimistic growth. The share of textile sector declined from 
58.8% in the previous year to 53.2% in the present year and is steadily illustrating negative growth. The crash in export 
correlated with international crisis and the massive negative escalation in LSM sector during quite a number of months 
because of energy crisis, high mark up and financing rates, most awful law and order circumstances and demand tighten-
ing in the export based industries portrayed meager export performance of Pakistan. The deteriorating trade account 
implies that local Pakistani consumption became dependent on the impulse of foreign lenders. Further, given its large 
budget deficit, the government is said to be increasingly dependent on the foreign purchases of its debt to supplement 
domestic savers purchases of government debt. The legislatures of trade and industry consisting APTMA, Carpet manu-
facturers, Leather garment exporters, The Rice Exporters Associations of Pakistan , President KCCI and Pharmaceutical 
industry censured the government sectors and policy makers for declining industrial production and exports. Power out-
ages, high interest rates, attitude of custom officials both at import and export phase, attitude of commercial councilors 
and policy makers were listed by the business representatives for depressing exports.   
  
 

Approaching outlook 
 
The unusual projection for export target of $22.1 (bn) 
for the year may not be attainable subsequent to evalu-
ating the past ten months export performance. Ex-
ports are more or less expected to be $18.5 (bn) for 
the current year which means a significant shortfall of 
$3.6 bn. Imports were not targeted and they are antici-
pated to be $36 (bn) in the current fiscal year. This at 
the end of the financial year could result in a deficit of 
$17.5 (bn). With sufficient foreign exchange reserves, 
surge in remittances and loans from array sources 
including multilateral financial institution it wont be 
difficult to finance lower trade deficit of this current 
financial year. The cut in trade deficit would have been 
much better had there been considerable exports and 
decrease in imports due to import substitution. A huge import bill of $5billion or less than that can be reduced if revolu-
tionary development occurs in the agriculture sector. The enormous potential in garments, leather, carpets, sport goods 
and rice exports is exploited with better incentives and required facilities by the government. Furthermore increasing 
figure of exports over imports may substantially be the component of innovative policies which could depicted as at least 
in equilibrium state.  
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DISCLAIMER 
This material was produced by FDM Capital 
Securities (Pvt) Ltd, a corporate member of 
KSE. This document is not to be used or 
considered as an offer to sell or a solicitation of 
an offer to buy any securities. FDM may, from 
time to time, to the extent permitted by law, 
participate or invest in other financing transac-
tions with the issuers of the securities 
(‘securities’), perform services for or solicit 
business from such issuer, and/or have a 
position or effect transactions in the securities 
or options thereof. FDM may, to the extent 
permitted by applicable law or other applicable 
laws or regulations, effect transactions in the 
securities before these materials published to 
recipients. 
 
Information and opinions contained herein 
have been compiled or arrived by FDM from 
sources believed to be reliable, but FDM has 
not independently verified the contents of this 
document. Accordingly, no representation or 
warranty, express or implied, is made as to and 
no reliance should be placed on the fairness, 
accuracy, completeness or correctness of the 
information and opinions contained in this 
document. FDM accepts no liability for any loss 
arising from the use of this document or its 
contents or otherwise arising in connection 
therewith. This document is not to be relied 
upon or used in substitution for the exercise of 
independent judgment. FDM shall have no 
responsibility or liability whatsoever in respect 
of any in accuracy in or omission from this or 
any other document prepared by FDM for, or 
sent by FDM to any person and any such 
person shall be responsible for conducting his 
own investigation and analysis of the informa-
tion contained or referred to in this document 
and of evaluating the merits and risks involved 
in the securities forming the subject matter of 
this or other such document. 
 
Opinions and estimates constitute our judg-
ment and are subject to change without prior 
notice. Past performance is not indicative of 
future results. This document does not consti-
tute an offer or invitation to subscribe for or 
purchase any securities, and neither this 
document nor anything contained herein shall 
form the basis of any contract or commitment 
what so ever. It is being furnished to you solely 
for your information and may not be repro-
duced or redistributed to any other person. 
Neither this report nor any copy hereof may be 
distributed in any jurisdiction outside Pakistan 
where its distribution may be restricted by law. 
Persons who receive this report should make 
them aware of and adhere to any such restric-
tions. By accepting this report you agree to be 
bound by the foregoing limitations.  

For Further queries; 
 
Haris Bashir 
Research Analyst 
Haris.bashir@fdm.com.pk 
021-111-336-336 ext: 121 
021-2275157 
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