
A PA PA PRODUCTRODUCTRODUCT   OFOFOF  R  R  RESEARCHESEARCHESEARCH D D DIVISIONIVISIONIVISION   OFOFOF FDM C FDM C FDM CAPITALAPITALAPITAL S S SECURITIESECURITIESECURITIES (PVT) L (PVT) L (PVT) LTDTDTD...   

 
Pharmaceutical industry: Duty incised to 5% on import of raw materials cut 
 
high cost of doing business including costly land, utilities and high interest rates 
was seriously hampering the growth of pharma-industry. 
 
The pharmaceutical sector has been permitted spur on import of raw materials and active ingredients on compromising 
rates of duty in the budget to strike the export potential existing in the world markets. The pharmaceutical industry has 
strongly represented it in the pre-budget consultation process and has gained much-needed incentives for developing 
exports from the country. Moreover, that high cost of doing business including costly land, utilities and high interest rates 
were seriously hampering the growth of pharma-industry. Some key incentives are also expected in the forthcoming 
Trade Policy 2009 that will be announced in the 3rd week of July. In the budget customs duties have been trimmed down 
from 25% and 10% to just 5% on import of 19 types of raw materials and active ingredients as well as chemicals. Cus-
toms duty on import of packing materials has been reduced from 25% or 20% to just 5% on import. Pharmaceutical 
products exports have been increasing from the last four years and it is expected that the industry would gear up its ef-
forts for tapping export potential in regional as well as exports markets in African countries. Pharmaceutical industry has 
not been allowed increase in the price of medicines since 2001 when the government had permitted 3 percent increase in 
controlled medicines and 4 percent increase in de-controlled medicines.  

Industry summary  

The Pakistani pharmaceutical industry has an estimated worth of $1.9 billion and 
existing exports have reached $125 million.  The industry has set an export tar-
get of $1 billion to be achieved by 2010. Pakistan to enlarge production base and 
saving at least $ 3 billion worth of foreign exchange which would have otherwise 
spent on the import of medicines. This seems like a highly challenging task since 
recently the manufacturers have been facing problems from all directions. Rising 
cost of energy, raw materials and a weak rupee have all contributed to high pro-
duction costs and squeezed the industries profit margins further. Pakistan was 
among those 35 countries which are self sufficient in medicines production. The 
pharma-industry indirectly employs about 1 billion people while its direct employees have touched 162,000 persons. The 
recent electricity crises has also harmfully affected the production of life saving medicine. However, the pharmaceutical 
manufacturers can take solace in the fact that patents worth billions of dollars are nearing expiration and will fuel growth 
in global generic market. The fast-deteriorating business environment especially for the pharmaceutical companies in the 
wake of high cost of production has been burdening the local pharma sector.  
 
Outlook measures 

                                                                                                   
The government can play its role by ensuring uninterrupted electricity to the manufacturers, and taking steps to prevent 
such shortages in the future. Also, carve in duty is beneficial for industry growth which might sufficient effect on exports 
growth. Being one of the major indicators of economy, pharma industry has contributed positively so far and has some-
how managed to increase production by a meager 1%. Additionally, in order to improve the growth rate of pharmaceuti-
cal exports government authorities should provide financial incentives and support schemes. These could range from 
local subsidies to cost sharing of foreign registrations. Authorities can also enter into MOUs with other countries in order 
to provide bilateral support to boost Pakistani exports. The health ministry can also play a vital role by helping emerging 
exporters to achieve world class Good Manufacturing Practices (GMP) standards and earn certifications by foreign regu-
latory agencies. With a low cost-base, world class manufacturing facilities and a duly placed intellectual property legislature 
the local manufacturers have all the right ingredients to become regional export leaders. The cut of import duty may re-
veal further recovery in industry and would help to increase rising opportunities for investment.  
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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.  
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Parameter Outlay 
Share in GDP 0.8% 
Imports in US $ 388.6 mn 
Exports in US$ 125.4 mn 
No of Units 431 
Total investment  in US$ 1.9 bn 
Share of MNC`s 48% 
Share of local Co.s 52% 


