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I. Introduction 

1. The current fiscal year (FY2021-22) started with positive prospects for building upon 

momentum of economic growth achieved during the last fiscal year FY21. External environment 

underpinned by global commodity price hike was feeding into initially perceived as transitory build-
up of higher prices of energy and import-based consumables. Last year’s rally in international prices 

of commodities appears to be now turning into a commodity super-cycle which is likely to prevail 
over an extended period of time. In its latest January 2022 projections, IMF has revised down 

economic growth for advanced economies from 5% in 2021 to 3.9% in 2022 and for emerging and 

developing Asia from 7.2% in 2021 to 5.9% in 2022. International crude oil prices during January 2022 
are already scaling 7-year high level. Other commodities prices and shipment predicaments are major 

headwinds as US, UK, EU and Germany and many emerging markets have been hit by elevated levels 

of inflation in almost 3 decades. In this backdrop, it is not surprising that inflationary pressures 
mounted in the economy and the government has to adopt demand management tools to counter 

inflation.  

2. During 1HFY22, industrial and services sector activity picked up and agriculture sector 

performance looked impressive as far as estimates of kharif crops are concerned. This pick-up is 

evident from an increase of 71.2% in car sales during 1HFY22 to 114,765 units in comparison with 
the same period of last year, sales of high-speed diesel (HSD) hit an almost four-year high at 0.84 

million tons in October, and electricity consumption rose by 13% during 1QFY22. Credit to private 

sector reached its highest ever level. Despite monetary tightening, auto financing is up by 34%, credit 
card spending is up by 26%, housing finance by 72% and personal loans by 72% in January 2022 over 

January 2021 which reflects immense demand pressures in the economy. Google mobility index shows 

50 percent increase in mobility across Pakistan over the baseline (pre-Covid), which means that 
economic activity is likely to be even higher than pre-Covid level. SECP registered companies posted 

highest ever increase in profitability in almost a decade during 1QFY22 and new registered companies 
grew by 44% in 1QFY22. 

3. This broad-based improvement in economic performance is indicative of building on the V-

shaped growth recovery achieved during FY21. However, the tenuous spillover between growth 
acceleration and the external sector vulnerabilities once again surfaced during 1HFY22. The structural 

characteristics of balance of payments constrained growth along with a global surge in commodity 

prices manifested in the highest ever import surge in December 2021. These developments led to 
recent fiscal and monetary policy responses aimed at rebalancing growth in aggregate demand with 

the external sector sustainability. While all high-frequency indicators are reflecting growing economic 
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activity and employment generation, the external sector balancing in an escalating globally inflationary 

environment is a major challenge for the economy.  

II. Major Assumptions Underpinning Macroeconomic Framework Presented to the 

NEC Meeting in June 2021  

4. Annual Plan 2021-22, which was presented to the NEC meeting held on June 07 2021, was 
presented against the backdrop of partial closure of economic activities due to containment measures 

to check the rapid spread of COVID-19 pandemic. Therefore, keeping in view the uncertainties, 

cautious approach was adopted to set growth targets for FY22. The Annual Plan for 2021-22 
envisaged GDP growth at 4.8% based upon contributions from agriculture (3.5%), industry (6.5%) 

and services (4.7%). This growth target was based upon the assumption that positive response to the 
fiscal and monetary stimulus packages will continue to provide impetus to the growth momentum. 

Growth in agriculture sector, on the back of important crops, responded to the price signal and was 

expected to continue its growth momentum.  

5. Deviations between macroeconomic and growth projections presented to the June 2021 NEC 

meeting and the actual economic outturns during the 6MFY22 reflect the broad-based uncertainties 

surrounding the global economy. The Citi’s Economic Surprise Index — which measures the degree 
to which economic data is either beating or missing expectations (economic forecasts) - reached its 

highest ever-level in October 2021, even surpassing its previous peak of 2009. This implies that the 

both the extent and speed of global recovery was not anticipated during 2021; which exerted huge 
pressure on global resource markets which, then in turn, is reflected through highest ever rise in global 

commodity prices as well as sharply rising shipping costs, which have continued to surge even by end-
December 2021.  

6. The global spike in international commodity prices was expected to feed into transitory build-

up of higher imported prices of food and energy items. Implementation of IMF’s Extended Fund 

Facility (EFF) stabilization program was put-on hold mainly to accommodate and allow flexibility for 
Covid-related health sector and social protection related expenditures. The current account balance 

was positive until last NEC meeting and it was expected to turn into deficit within manageable levels. 
The continuity of demand management measures, a market-based exchange rate system, regulatory 

efforts to curb non-essential imports and substantial increase in the inflow of workers’ remittances 

through formal channels were some of the assumptions for ambitious external sector outlook at the 
time of June 2021 NEC meeting.  

7. Fiscal consolidation was expected on the back of a healthy growth in tax revenue mobilization 

and restraint in expenditures from all tiers of the government. Debt servicing was expected to be lower 
owing mainly to benign interest rate environment, and being the single largest fiscal expenditure item, 

was expected to favorably contribute towards fiscal consolidation efforts. Consequently, additional 

fiscal space that was so generated was deployed in the FY 22 Federal budget towards 38% rise in 



3 
 

higher development expenditures (including COVID-related expenditures) and to slowdown the 

build-up of circular debt in the power sector.   

III. Economic Performance During First Half of FY22 (1HFY22) 

8. Agriculture sector outturns are likely to exceed its envisaged targets of Annual Plan FY22 

given the developments in the lead indicators of the sectors available for 1HFY22. Kharif crops are 
at final stage of harvesting and early output estimates of all three major crops are higher than for the 

comparable period of last year. Cotton arrivals till 18th January 2022 were 34.4% higher than 

comparable period of FY21. However, as the pace of recent arrivals have slowed down, the initial 
estimates of 8.4 million bales output are unlikely to be realized but final output will still exceed the last 

year’s cotton output of 7.1 million bales.  

9. Sugarcane production is estimated at 87.7 million tons from an area of 1.3 million hectares 

showing an increase of 8.7% and 8.2% in area and production, respectively, over the last year. The 

rice production is estimated at 8.8 million tons from an area of 3.5 million hectares showing an increase 
of 5.8% and 5.0% in area and production, respectively, over the last year. The maize production for 

2021-22 is estimated at 9.0 million tons from an area of 1.4 million hectares. All these output estimates 

are showing an improvement over June 2021 estimates. 

Table 1: Kharif Crops Progress (FCA Estimates) 

Crop Unit Target 

Output 

% Change  
% Change 

over Target 2020-21 2021-22 (P) 

Cotton Million Bales 10.5 7.1 8.4 18.3 (20.0) 

Rice  Million Tons 8.2 8.4 8.8 4.8 7.3 

Sugarcane Million Tons 74.5 81.0 87.7 8.3 17.7 

Wheat Million Tons 27.8 27.5 27.8 1.2 0.0 

Maize Million Tons 9.0 8.9 9.0 0.5 0.0 

10. Wheat crop sowing is in progress. Wheat production target of 28.9 million tons from an area 

of 9.2 million hectares has been set by FCA in October. Support price, favorable weather conditions 
and timely availability of quality inputs would be vital to achieve this increased production target by 

5.9% over the actual last year’s output of 27.3 million tons. The ongoing short supplies of fertilizers 
and irrigation water / less rains during Rabi 2021-22 will be the major limiting factors to achieve wheat 

output target. Below average rains during the sowing season, lesser availability of irrigation water 

(28%) and anticipated weather conditions may hamper the growth of Rabi crops. The water availability 
for Rabi season is lower by 27% as compared to the last year.  

11. In pursuance of Government’s agenda for promotion of agriculture sector, State Bank of 

Pakistan (SBP) has assigned annual indicative agricultural credit disbursement target of Rs. 1,700 
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billion for FY22, which is 24.5% higher than last year’s disbursement of Rs. 1,366 billion. During the 

5MFY22, agriculture credit of Rs. 489 billion has been disbursed, which is 3.9% higher than the 
disbursements during the comparable period of last year.   

12. Large Scale Manufacturing has recorded a growth of 7.4% during 1HFY22 as compared to 

1.2% over the corresponding period of FY21. Out of 22 groups, 16 groups contributed positively 
towards this growth while 6 groups recorded decrease in their production during 1HFY22 [See Table-

2]. The automobile sector has recorded an annual growth of 69.4% in 1HFY22 mainly due to high 

production of cars/jeeps, light commercial vehicles and trucks. This increase in demand was mainly 
due to good financing terms offered by banks and rising incomes during the period. Iron and steel, 

leather, paper & board sectors are the other major contributors toward this growth whereas, the rubber 
products and pharmaceuticals adversely affected growth in LSM index.  

13. During 1HFY22, total cement dispatches were lower by 0.9% than the corresponding period 

of last year. Cement dispatches for the domestic market have increased by 1.9% and exports declined 
by massive 32.5% for this period. The local demand of cement has increased due to various incentives 

announced by the government for the construction sector that also led the sector to avail 74.5% higher 

credit during 1HFY22 as compared to the last year. 

 

Table-2:    LSM Group-wise Growth (%) 

  Weights July-December 
2020-21 2021-22 

Textile 18.2 16.8 2.8 

Wearing Apparel 6.1 -25.8 20.5 

Food 10.7 9.0 1.3 

Beverages 3.8 -6.5 4.3 

Tobacco 2.1 9.0 50.8 

Coke & Petroleum Products 6.7 17.1 0.7 

Pharmaceuticals 5.2 6.0 -4.9 

Chemicals 6.5 13.5 2.6 
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- Chemical Products 2.5 18.5 14.1 

- Fertilizers 3.9 10.8 -3.8 

Automobiles 3.1 32.1 69.4 

Iron & Steel Products 3.4 1.2 18.4 

Fabricated Metal 0.4 11.9 -4.3 

Electronics 2.0 -3.9 -1.3 

Computer, Electronic & Optical Prod. 0.03 -23.2 -3.3 

Machinery and Equipment 0.4 36.8 15.3 

Other Transport Equipment 0.7 36.3 -4.0 

Leather Products  1.2 -31.4 6.8 

Paper & Board 1.6 2.8 8.3 

Other Manufacturing (Football) 0.3 -18.8 19.1 

Rubber Products  0.3 0.3 -28.3 

Non-Metallic Mineral Products 5.0 21.3 1.8 

Wood Products 0.2 -40.9 292.4 

Overall Growth  78.4 1.2 7.4 

14. Services sector’s performance is mostly dependent upon the performance of Commodity 

producing sectors. The performance of Commodity producing sectors during 1HFY22 is on track, 

therefore, the dependent Services are also likely to post higher outturns in Wholesale & Retail trade, 
Transportation and storage etc. In particular, the Naya Pakistan Housing Initiative has not only 

contributed towards growth in construction (Industrial sector) but also led to positive spillover impact 
in related Services sector such as Banking and Housing services. IT related exports have increased by 

38%, which is the highest growth in the first half of any fiscal year. 

IV. Investment Activities during 1HFY22 

15. Foreign Direct Investment during 1HFY22 has witnessed growth of 20% as compared with 

the same period of last year. Most of the investment has come in financial, communication, oil & gas 

exploration and power generation sectors. For domestic investment, credit to private sector is a lead 
indicator. Credit to the private sector has crossed Rs.1 trillion-mark for the first time in the history of 

the country, which shows upbeat market sentiments and appetite for the financing [See Table-3]. 

Credit offtake by the private businesses has reached to Rs. 904 billion during 1HFY22, against 
offtake of Rs.246 billion during the comparable period of last year. Credit offtake for fixed investment 

has increased by 64.6%, while credit for working capital and trade finance has posted growth of 564% 
during the 1HFY22. Startup activities in the country attracted unprecedented $350 million investment 

from the global markets during CY21, which reflects seizing of potential investment opportunities for 

growing business enterprises. SECP has incorporated the highest number of companies in a calendar 
year by registering 5764 companies which is 48% higher than 2020.   
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Table-3: Comparative Investment & Credit Situation During July-December  

  Unit July-December   
% Change 2020-21 2021-22 

FDI (Net) $ million 880 1057 20  
  -   FDI (Inflows) $ million 1566 1454 (7) 
  -   FDI (Outflows) $ million 686 397 (42) 
Credit to Private Businesses Rs. Billion 246 904 267  

   - Of which, Fixed Investment  Rs. Billion 116 190 64.6  
   - Working Capital & Trade Finance Rs. Billion 90 600 564 

 Source: SBP 

16. Credit to Private businesses remained buoyant and the major beneficiary remained the 

manufacturing sector with 78% of the overall financing. Manufacturing sector received 85% of credit 
disbursement for working capital requirement and 71% of credit for fixed investment. Textile 

manufacturing accounted for half of the credit disbursed to the overall manufacturing sector whereas, 

it availed 46% of fixed investment and 55% of credit disbursed for working capital requirements of 
the manufacturing sector. Wholesale trade remained the second major credit recipient with Rs.62 

billion. Construction sector availed Rs.34 billion from the government financing scheme. Another 
encouraging development is that the information and communication sector received credit of Rs.35 

billion for fixed investment, which implies that the long-term investment commitment is increasing in 

the ICT sector which augurs well for the export potential of the sector [See Table-4]. 

Table-4: Credit to Private Businesses (Jul-Dec 2021-22)       
Rs. Billion 

  2020-21 (Jul-Dec) 2021-22 (Jul-Dec) 
  Working 

Capital 
& Trade 
Finance 

Fixed 
Investment 

Others Working 
Capital & 

Trade 
Finance 

Fixed 
Investment 

Others 

Total 108 116 23 566 190 148 
Manufacturing 50 72 -17 493 136 80 
    Textile 29 27 -6 238 63 55 
Wholesale & Retail trade 19 8 5 44 -1 19 
ICT 13 -4 1 -13 35 -1 
Others 25 39 34 -16 0 49 

Source: SBP 

V. Fiscal Developments during 1HFY22 

17. FBR tax collections during 1HFY22 registered growth of 32.5% over same period of last year. 

This tax collection is 50% of the full year target for tax collections. Non-tax revenue decreased by 
14.3%. Net revenue of the federal government has increased by 8.5% in 1HFY22 whereas total 

expenditure grew by 17.6%.  
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Table 5: Comparative Fiscal Position for July-December 

    2021-22 July-December % Change 
Target 2020-21 2021-22 

   Tax Collection (FBR) Rs. billion 5,829 2,204 2,920 32.5 
   Non-Tax Revenue Rs. billion 2,080 895 720 -14.6 
Net Federal Revenue Receipts Rs. billion 4,497 1,792 1,945 8.5 
Total Expenditure (Federal) Rs. billion 8,487 3,185 3,793 19.1 
    Current Expenditure Rs. billion 7,587 2,952 3,351 13.5 
    PSDP Rs billion 900 232 288 24.1 
  Federal Fiscal Balance % of GDP -7.4 -2.5 -2.9  
Overall Fiscal Balance % of GDP -6.3 -2.1 -2.1 - 
Overall Primary Balance % of GDP -0.7 0.6 0.1 - 
   O/w Provincial Surplus % of GDP 1.1 0.4 0.8 - 

Source: Ministry of Finance 

18. Growth in both current and development expenditures evenly contributed to this increase. 

Current expenditures grew by 13.6% and the major drivers of this increase arose from additional 

expenditures on repayments to IPPs (Rs.135 billion), vaccine imports (Rs.156 billion), and subsidy 
payments (Rs.144 billion). Interest payments has, in fact, decreased from Rs.1,475 billion to Rs.1,452 

billion in this period. Development expenditures registered growth of 24.1% during 1HFY22. Federal 

government deficit widened from 2.5% last year to 2.9% this year whereas overall, fiscal deficit 
remained constant at 2.1% of GDP during 1HFY22. Increase in provincial surplus compensated for 

this increase in federal budget deficit [See Table 5].  

19. FBR taxes that primarily originated 
from imports and taxes collected at import 
stage accounted for 47% of all net collected 
taxes. Imports in the period are up by 66% 
and taxes at import stage are up by 62%. 
Direct taxes are up by 24% in 1HFY22 but 
taxes collected on domestic economic 
activity are up by 14% [Table-6]. Primary 
reason for the lower growth in domestic 
taxes is contraction of 6.2% in sales taxes 
on domestic economic activity because of 
lowering of incidence of sales tax on POL 
products by the government to mitigate 
impact of rising oil prices by foregoing 
share of revenue. Excluding Sales tax on 
POL, the sales tax collected on domestic 
activities actually grew by 6.9%. Another area where the government took hit is the palm oil where 
restricted domestic pass-through of international prices kept domestic prices under check.  

Table-6: FBR Tax Receipts (imports vs domestic) 
Rs. Billion 

  
  

July-December % 
Change 2020-21 2021-22 

 Direct 826.2 1021.4 23.6 
 Sales Tax (Domestic) 408.1 382.7 -6.2 
 FED Domestic 117.3 134.0 14.3 
Domestic Total 1351.6 1538.1 13.8 
 ST Imports 508.7 892.2 75.4 
 FED Imports 9.7 12.4 27.6 
 Customs Duty 334.1 477.1 42.8 
Imports Total 852.5 1381.6 62.1 
Total Taxes 2204.1 2919.7 32.5 
Share of Import taxes 38.7 47.3   
 Import Growth during the period  USD 65.9 
 Import Growth during the period Rs. 72.2 

Source: FBR 
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VI. Monetary Developments during 1HFY22 

20. Money Supply (M2) growth has slowed down to 4.5% during 1HFY22 compared to 5.6% in 
the same period of last year. The contributions of NFA dragged this overall M2 growth by 0.9 
percentage points and the contribution of NDA stood at 5.4 percentage points with a growth of 5.6%. 
NFA contraction is basically a reflection of overall balance of payments situation where depletion of 
forex reserves is reflected in contraction of NFA by 29.3% whereas in the comparable period NFA 
increased by 112%. Overall balance of payments was comfortably placed and current account was in 
surplus which is reflected in forex reserves build-up [Table-7]. 

21. A positive development is that the growth in NDA is driven by expansion in credit to non-
government sector which increased by 11.9% as against 3.8% in the comparable period of last year. 
The claims on government on the other hand increased by 1.7% compared to 3.2% in the same period 
of last year. Requirements for budgetary support increased by 12.6% against 3.2% last year while 
private sector credit went up by 13.3% compared to 5% last year. Reserve money growth went up by 
0.5% as against 0.2% last year. NFA of the SBP went down due to fall in SBP reserves which impacted 
the overall NFA as well. Currency in circulation grew by 1.1% which is marginally higher than last 
year’s growth of 1%.  

Table-7: Causative Factors of Money Supply   
 Rs. Billion 

  End period stock  July-December 2021 
  2020-21 EoP Stocks Period Flows 

Net foreign assets (NFA)                       725               513  -211  

Net domestic assets (NDA)                  23,569           24,885                1,315  

Net claims on government, of which:                  16,339           16,622                  284  
            Budget support               15,447           15,746                  299  

Commodity operations                       904               889  -15  

Credit to nongovernment                    9,092           10,177                1,085  
Private sector                    7,629             8,643                1,014  

Broad money                  24,303           25,407                1,104  
Currency                    6,910             6,980                    70  
Deposits                  17,393           18,427                1,034  

Reserve money, of which:                    8,663            8,704                    41  
Currency                    1,307             1,278  -29  

Broad money (% Growth) 16.2 4.5   
    NFA, banking system (% of broad money) 5.9 -0.9   
    NDA, banking system (% of broad money) 10.3 5.4   

Budgetary support (% of broad money) -368.1 41.2   
Private credit (% Increase) 11.2 13.3   
Currency (% Increase) 12.5 1.0   
Reserve money (% Increase) 12.8 0.5      

Source: SBP 
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VII. Inflation Outturns during 1HFY22 

22. Initially, when global commodity prices and shipment freight cost index rose sharply after 
August 2020, it was widely termed as a transitory inflationary uptick which was expected to taper off in 
few months. However, massive stimulus packages across the globe, estimated by McKinsey at US$10 
trillion, to restart economic activity injected unprecedented liquidity that will take time for global 
inflation to taper off. US, EU and a number of emerging economies are facing highest ever inflation 
in last three decades. Recent resurgence of the pandemic, owing to the latest variant Omicron, has 
sharply increased uncertainty around global economic prospects. IMF has raised the inflation forecast 
for developed, developing and emerging economies as “with elevated price pressures expected to 
persist for longer. Supply-demand imbalances are assumed to decline over 2022 based on industry 
expectations of improved supply, as demand gradually rebalances from goods to services, and 
extraordinary policy support is withdrawn”. Crude oil prices which witnessed slight downward trend 
during November and first fortnight of December, bounced back and started escalating in the first 
week of January 2022, and touched a 7-year high level. Palm oil prices continued their upward swing 
to touch new height. Global container prices index has gradually moved downward but the adjustment 
is of just few hundred dollars. 

23. Pakistan’s case is different as it faced inflationary 
headwind from higher altitude. Inflationary pressures during 
1HFY22 remained elevated due to combination of factors 
related to sharply rising international energy & commodity 
prices and unfavorable exchange rate adjustments. The 
average inflation was recorded at 9.8% during 1HFY22 as 
compared to 8.6% in the comparable period of last year [See 
Table-8]. However, the inflation driver in this period is 
reversed; compared to the previous year as non-food instead 
of food is driving the uptick in the inflation. 

24. Average food inflation remained relatively stable at 
9.8% compared to 14.2% during the same period of last year 
whereas, non-food inflation rose up to 10.1% during 
1HFY22 compared to 5% during the same period of last year. 
The global spike in the commodity markets is feeding into 
domestic inflationary pressures through imported 
intermediate and consumer goods. The previous inflationary pressures were primarily driven by non-
core components like food and energy, however recently core component also started to feel the heat 
of rising effective import prices. The major contributors of inflation include higher global commodity 
prices, spike in electricity charges, house rent and transportation cost. 

Table-8: CPI Inflation (%) 
  July-Dec 

2020-21 2021-22 
CPI National 8.6 9.8 
   Food 14.1 9.7 
   Non-Food 5.0 9.9 
CPI Urban 7.3 10.1 
   Food 13.0 10.6 
   Non-Food 4.1 9.8 
   Energy -3.3 25.1 
   Core 5.5 7.0 
CPI Rural 10.6 9.4 
   Food 15.7 8.4 
   Non-Food 6.3 10.3 
   Energy 3.3 15.6 
   Core 7.7 7.2 

Source: PBS 
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25. Comparison of the driving factors of 
inflation indicates that, during the last year, rising 
food prices was the main driving force in overall 
inflation, while during 1HFY22, inflation is being 
mainly driven by rising prices of non-food items, 
particularly energy. Energy component alone 
contributed 2.5% age points to the urban CPI.  

26. Sensitive Price Index (SPI) averaged 15.0% 
during 1HFY22 compared to 8.9% in the 
comparable period of last year. However, SPI for 
the month of December 2021 stood at 19.3% 
compared to 7.9% percent in December 2020 which reflects sharp spike in the inflationary pressures 
owing to higher food prices particularly edible oil and other imported food items.  

VIII. External Sector Developments during 1HFY22 

27. The current account posted a deficit of $9.1 billion (5.7% of GDP) for 1HFY22 as against a 
surplus of $1.2 billion (0.9% of GDP) last year. Current account deficit widened due to constantly 
growing import volume of energy and non-energy commodities, along with a rising trend in the global 
prices of oil, food and metals besides import of COVID-19 vaccines. Trade deficit deteriorated by 
$9.8 billion due to import growth outpacing export growth by a fair margin. Higher inflows of 
remittances and export receipts were able to offset just over one-third of this increase. As a result of 
number of supportive measures delivered by the government, the economy posted a robust growth 
in exports to the extent of 29%; however, imports growth of 57% outpaced the export growth. Some 
respite was in the income account owing to relief available under the Debt Suspension Support 
Initiative (DSSI) where G-20 countries debt of $2.6 billion was rescheduled which helped both in 
lower amortization and interest payments.  
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$ Million

2020-21 2021-22
Financial & Capital Account, o/w 441 10,175
Direct Investment (net) 827 976
Portfolio Investment (net) -443 -374
Net Liabilities -73 9,453
 General Government 1,902 2,295
    Disbursement 4,577 4,971
   Amortization 2,675 2,676
Overall Balance 1,282 788

Source: SBP

Jul-December

Table-10: Financing of CABTable-9: Deterioration of Current account
$ Million % Share 

CAD Deterioration 10,339  100
Negative Contributions
Trade Balance Deterioration -9,790 95
    o/w, Increae in Imports 13,211 -128
Service Balance Deterioration -893 -9
Positive Contributions
Increase in Exports 3,421 33
Income Account Improvement 166 2
Current Transfers Improvement 178 2
  o/w Increase in Remittances 1,605 16

Source: SBP
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Table-11: Services Account     
$ Million 

  
  

July-December Change 

2020 2021 Absolute % 
Services Import        3,784 5,252       1,468 39 
Transport         1,264 2,543 1,279 101 
   Sea Transport          995 1,994  999 100 

Travel          391 592  201  51 

Services Export        2,840 3,415 575 20 

ICT          959 1,302 343 36 

Other Business Services          693 792 99 14 
Travel 224 282 58  26     

Source: SBP 

28. Services account deterioration is primarily caused by higher shipment cost. Imports related to 

transport services increased by 101% and its major contribution came from 100% increase in sea 

transport. With the easing of covid related restrictions, travel services also witnessed increase of 51% 

[See Table-11]. Overall services imports surged by 39% in 1HFY22 and ICT related exports increased 
by 36%.  

29. The surge in merchandized imports is phenomenal – which grew by 66.2% during the 

1HFY22 [Table-12]. The chart below shows that price effect is more pronounced in imports than the 
quantum in most of the items, specifically POL, edible oils and medicines. Around 89% of increase 

in imports is explained through higher global prices [See Fig-4]. Total increase in imports during 
1HFY22 (on shipment basis) is $16.3 billion and it is explained by petroleum group ($5.4 billion), 

vaccine & medicine ($2.6 billion), raw materials ($2.1 billion), iron and steel ($1.7 billion), road motor 

vehicles ($1 billion) and textiles ($730 million). Import of textile machinery surged by 88%and textile 
group imports surged by 44% and understandably as import of raw material for domestic industry was 

inevitable as the domestic cotton production has been declining for three consecutive years. 

30. Petroleum group contributed almost one-third of increase in imports while the rest of sectors 
shared increment evenly. Petroleum products contributed the single largest share ($2.9 billion increase) 

while the second largest increase was accounted by vaccine imports ($2.5 billion increase). Raw 

materials accounted for 12.7% share in increase in imports just above the share of machinery group 
at 8.5%. Overall, petroleum group accounted for one-third of increase in imports with the share of 

33.2% [See Table-12]. Non-oil current account balance is marginally in deficit and in sheer contrast 
with non-oil current account surplus for the last two and half years [See Fig-3]. Petroleum prices rose 

significantly and quantity also witnessed a surge which is the main driver of inflation in the country. 
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Table-12: Increase in Imports during Jul-December FY2022 
     

$ Million 

  July-December   Increase in 
Imports 

% Contr. in 
Increase 

  2020 2021 % Change 
Total Imports 4,671 40,982 66.1 16,311 100.0  
 Food Group 3,905 4,798  23 893  5.5  
   Pulses 288 346 20 58 0.4  
   Palm Oil 1,112 1,844 66 732  4.5  
 Machinery Group 3,817 5,195 36.1 1,378 8.5 
   Elect. Machinery & Appl. 640 1,054 64.7 414 2.5 
   Textile Machinery 231 435 88.2 204 1.2  
 Consumer Durables 1,812 2,966  64 1,153 7.1  
   Mobiles Phone 939 1,091 16.2 152 0.9 
   Road Motor Vehicles 874 1,875 114.6 1,001 6.1  
Textile Group 1,665 2,395 43.8 730 4.5  
   Raw Cotton(M.MT) 532 821 54.3 289 1.8  
Raw Materials 3,466 7,395 113 4,639 28.4  
   Plastic Material 1,119 1,525  36 406 2.5  
   Iron & Steel Scrap 949 1,232 30 963 5.9 
   Iron & Steel 859 1,539 79 710 4.4  
   Medicinal Products 539 3,099 475 2,560 15.7  
Petroleum Products 4,771 10,182 113 5,410 33.2 
   Petroleum Products (M.MT) 2,169 5,057 133.2  2,888 17.7  
Petroleum Crude (M.Barrels) 1,323 2,411 82.2 1,088 6.7  
   LNG 1,052 2,399 128.0 1,347 8.3  
Others 5,234 8,051 54 2,107  12.9  

Source: PBS 
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31. The import share of consumer goods has remained higher than the import share of capital 
goods in total imports. However, the consumers’ goods curve is getting steeper while that of capital 
goods is getting flatter. These trends indicate that policy measures to contain growth in non-essential 
(consumer) imports is yet to create an impact.  

 

32. Exports (fob) grew by 28.9% during 1HFY22 and reached $15.2 billion ($11.8 billion last 
year). Increase in exports was across the board with textile leading with a growth of 26% followed by 
food group (22%), petroleum (32%) and other manufacturing exports (14%). Textile exports increased 
by $1.9 billion responding well to government’s provision of regionally competitive electricity tariffs, 
higher export financing and other incentives. It was predominantly price effect in textile sector 
whereas quantum effect also played a role to enhance the exports. Contraction was witnessed in 
quantity exported of two textiles items; synthetic textiles (45%) and tents & canvas (17%) whereas 
quantity exported increased in all cases. 

Table-13: Textile Exports  
  
  

% Change in   Quantum 
Effect  

($ Million) 
$ Value Quantity Unit Value Price Effect 

Raw Cotton 197.3 44.5     0.3 
Cotton Yarn 52.3 4.0 46.4 193.6 16.1 
Cotton Cloth 21.4 12.0 8.3 87.4 112.2 
Hosiery 35.2 -0.7 36.2 664.6 -13.4 
Towels 19.0 20.2 -1.0 -16.7 282.2 
Bedwear 17.5 7.2 9.7 46.3 31.9 
Synthetic Textile  34.2 -45.0 144.1 132.7 -75.4 
Tents & Canvas -9.2 -16.6 8.8 4.6 -10.3 
Readymade Garments 22.9 

 
      

Made-up Articles 11.4           -           -      
2020-21 2021-22 Absolute Change ($ Million) 

Total Textile Exports 7,442 9,381 1,939 1,112 343  
Source: PBS 

-250 -50 150 350 550 750 950 1150 1350 1550 1750 1950 2150 2350 2550 2750 2950

Palm Oil
Petroleum Products

Petroleum Crude
Raw Cotton

Synthetic Fibre
Fertilizer Manf.
Plastic material

Medicinial Products
Iron steel & scrap

Iron & steel

Fig-4:Quantum and Price Effect on Imports

Price Quantity
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33.  Export of services registered 22% growth with significant increase of 38% in ICT related 

exports. Import of services registered much faster growth of 38% that led to widening of services 
trade balance. Exports of non-traditional exports also witnessed a deceleration of growth as it 

increased by 13.6%. In a normal situation, this is quite an impressive growth but compared to 

buoyancy in exports, this seems modest against the overall export growth of 29%.  

Fig-5: Import of Goods & Services Growth outpaced Exports of Goods & Services 

  

34. Remittances reached $15.8 billion showing a growth of 11.3% during 1HFY22 over the same 

period of last year. Government’s digitalization initiatives helped in boosting remittances in the recent 
past; however, the quantum of monthly inflows is marginally declining. Remittances are consistently 

in $2 billion plus zone for the last 19 months. However, remittance inflows from Saudi Arabia and 

UAE are depicting declining trend particularly since the last three months.  Further efforts are required 
to sustain this trend in the future particularly in the Gulf countries.  

35. Roshan Digital Accounts (RDA) 
inflows have crossed $3 billion level in just 16 
months. Number of accounts have crossed 

300,000 mark and investments in Naya 
Pakistan Certificates (NPC) has crossed $2 

billion. Monthly inflows in December clocked-

in at $244 million, compared with average 
inflows of $266 million during the last six 

months.  During 1HFY22, the inflow of $1,286 

million was recorded. Total investments made 
in NPCs came at $2.2 billion as of December 

31, 2021, with $1,192 million invested in the 
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conventional NPCs and $957 million in Islamic NPCs. The non-resident Pakistanis invested $32 

million in the equity market.   

36. Gross Foreign Exchange Reserves reached $24.3 billion by week ending December 24, 

2021 with commercial banks holding of $6.4 billion and SBP reserves of $17.9 billion. Forex reserves 

are still providing import cover of over 3 months. 

37. Real and nominal exchange rates have 

depreciated continually since May 2021. Real 
Effective Exchange Rate (REER) is close 
to its fair value at 96.7 whereas Nominal 

Effective Exchange Rate (NEER) has 

depreciated more aggressively since May 2021 
primarily because of enormous pressure on 

imports. As a result of recent policy measures, 
the rising trend of aggregate demand pressures 

is being contained  through higher tariffs on 

non-essential imports and raising  cash reserve 
requirements. As a result, it is expected that 

exchange rate pressure will abate which also help in better anchoring inflation expectations. 

IX. Outlook for H2FY22 

38.  With the resumption of IMF program, the economic outlook for the remaining months of 

FY22 is expected to result in orderly rebalancing between imperatives of economic growth and 

addressing the external sector vulnerabilities; particularly in the light of extent of global slowdown 
arising from spread of new COVID Omicron variant and the expected abatement of global inflation 

in commodity prices and the stability of exchange rate movements. The positive is that Pakistan’s 50% 
of adult population is fully vaccinated and this coverage provides a basis for wider immunity to the 

population. Moreover, recent fiscal adjustment efforts through Supplementary Money bill is likely to 

weigh on containing rising growth in aggregate demand.  

39. Despite considerable international geo-political downside risks and emerging commodities 

super cycle phenomena, it is expected that the economy will reach around the original NEC economic 

growth target of 4.8% for FY22. Industrial sector may witness slight slippage against the target but 
the Services sector is likely to surpass the target. The previous inflation projection will be surpassed 

by fair margin. However, the targets set for the external sector will be partially achieved, with import 

target likely to be breached by a fair margin leading to higher than projected deficits in current and 
trade accounts. Fiscal developments are also reliant on fiscal measures proposed in the recently 

introduced Supplementary Money bill in the Parliament. Based upon developments in the 2HFY22, 
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staying close to the FY22 overall fiscal deficit target is likely to be challenged by additional cost of 

covid related vaccines and social protection. 

40. Agriculture sector is expected to achieve envisaged full year growth target of 3.5% keeping 

in view impressive performance of Kharif crop and prospects of good wheat crop. However, 

agriculture growth is mainly contingent upon availability of certified seed and pesticides during the 
Rabi season. Moreover, consistent availability of water and agriculture credit facilities will also help to 

support achieving the targeted growth. 

41. Industry sector was projected to grow by 6.5% based upon LSM target of 6%. However, with 
the revised full year number of LSM for FY22, achieving targeted 6% growth is now unlikely. 

Moreover, high cost and low supplies of energy inputs is another challenge for the manufacturing 

sector. Construction sector is expected to post healthy growth due to the construction amnesty 
scheme and concessional credit availability for the housing sector.  

42. Services sector growth is mostly reliant upon performance of commodity producing sectors 

and imports. The expected revival in the commodity producing sector and higher than anticipated 
growth in imports will push Services sector growth upward. Higher financial intermediation, and 38% 

growth in IT related services will also provide additional boost to the Social and Community services 

sector.  

43. On fiscal and external account, slippages are expected as pressures on imports will only 

gradually moderate and notwithstanding stellar revenue efforts on taxation side, expenditure side will 

remain under pressure to finance delivery of social sector services and vaccination rollout programs.  

************************** 
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Special Section: Implications of Rebasing of National Income Accounts on Key 
Economic Indicators 

National income accounting is a complex exercise of computing and then aggregation of value added 
of all economic activities to get estimates of national income during one year. A reference year is used 
to capture the entirety of economic activities and this is called “base year”. The structural changes in 
the economy reinforce the need to change the benchmark year after certain interval. The IMF 
recommends that countries produce benchmark estimates of GDP or rebase the national accounts 
after every 5 to 10 years (with 5 years being the preferred interval). Rebasing of National Accounts 
series means replacing the old base year used for compiling the constant price estimates to a new/ 
more recent base year for computing constant price estimates. The benchmark year should also be a 
normal year (without any economic shock or temporary abnormal shift in consumption or production 
due to any exogenous or endogenous shock) and fully able to capture structural changes that occurred 
between the two reference periods. 

The normalcy condition for the benchmark year is essential because countries often use these 
benchmark estimates as weights to aggregated indexes. These weights are often fixed for the 
intermittent period of time. If these weights are unusual then the aggregate results derived in 
subsequent years may understate or overstate growth rates.  

Pakistan carried out its first rebasing exercise in 1959-60 which was deployed until 1980-81. All 
structural transformation during this period were never captured. Second rebasing exercise was also 
carried out with a lag of 2 decades in 1999-2000. This was followed by another rebasing in 2005-06 
with a decision to conduct it on regular basis after every 10 years. Most Asian countries, including 
Bangladesh, China, India, Indonesia, Malaysia, Hong Kong, Philippines, Sri Lanka, Thailand, and 
Vietnam have followed the practice of rebasing their accounts roughly every 10 years; while Korea 
and Singapore revise their base year after every 5 years. Developed countries undertake rebasing even 
more frequently [See Table-1].  

Table-1: Comparison of Rebasing Frequency of National Accounts 

 Country Current base year Previous base years 

India 
2011-12  
(adopted in January 2015) 

1948-49,1960-61, 1970-71, 1980-81, 1993-94, 
1999-2000, 2004-05 

Bangladesh 2015-16  
(adopted in August 2021) 

1972-73,1984-85, 1995-96, 2005-06 

Srilanka 
2010  
(Adopted in 2015) 1958,1963,1975, 1990, 2002 

Nepal   
2010-11  
(adopted in March 2021) 1964-65,1974-75,1984-85, 1994-95, 2000-01 

Pakistan 
2005-06 (adopted in April 2013) 
and (2015-16 in January 2022) 1959-60, 1980-81, 1999-2000, 2005-06 

The most recent rebasing, announced in January 2022, was conducted after 10 years to rebase to new 
benchmark year of 2015-16. This rebasing is again dated and will need rebasing work to start around 
2025. The rebasing related activities coincides with resource-intensive data collection activities which 



18 
 

includes the use of a range of tools such as censuses, enterprise surveys, household surveys, 
government, and other administrative sources. For the most recent rebasing exercise, PBS has 
conducted 40 plus studies, censuses with most important being Census of Manufacturing Industries 
(CMI) and used administrative studies of provincial and federal government. These studies passed 
through scrutiny and review by national and international experts.  

The latest rebasing exercise has obviously impacted various macroeconomic indicators by broadening 
the coverage to emerging sectors. Taking 2015-16 as the benchmark year, the real GDP size increased 
by Rs.3.1 trillion as compared to the 2005-06 base year. Shares of agriculture slightly adjusted 
downward whereas services increased its share in GDP and share of industry went marginally up [See 
Table-2].  

Table-2: Comparative GDP variation 

Industry 2005-6 base  2015-16 base % 
Change 

%Share 

2015-16 2005-06 2015-16 
Agriculture 6,750 7,307 8.3 24.6 24.0 
Industry 5,308 5,940 11.9 19.4 19.5 

Services 15,344 17,261 12.5 56.0 56.6 
Overall 27,402 30,508 11.3 100 100 

Final consumption and Investment expenditures on GDP are also impacted by rebasing as shown in 
Table-3.  

Table-3: Comparison of Expenditure on GDP base 2015-16 & 2005-06 (Rs. Billion) 

Description 

2015-16 
Change 

(%) 

% share in GDP 

2005-06 
Base 

2015-16 
Base 

2005-06 
Base 

2015-16 
Base 

Household Final Consumption Expend. 23,266 26,107 11.7 80.0 79.8 
Gen. Govt Final Consumption Expend. 3,288 3,472 5.6 11.3 10.6 
Gross fixed capital formation 4,096 4,657 13.7 14.1 14.2 

  Changes in inventories 465 524 12.1 1.6 1.6 
  Valuables   34   0.1 
 Exports of goods and services 2,659 2,859 7.5 9.2 8.7 

 Less imports of goods and services 4,699 5,225 11.2 16.2 16.0 

Expenditure on GDP (mp) 29,076 32,725 12.1 100 100 

Total GFCF 4,096 4,657  13.7 100 100 
  Private Sector 2,996 3,537 18.1 73.1 76.0 

  Public Sector 238 252 5.8 5.8 5.4 

  General Government 862 868 0.7 21.0 18.6 
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The rebasing exercise has also increased the size of the GDP both in constant and current prices as 

well as in dollar terms. This is because of better coverage of sector [See Table-4]. 

Table-4: GDP Size and Per Capita Income after Rebasing (2015-16 base) 
Rs. Billion 

Sector/Industry 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 
GDP (bp) (Rs Billion) 30,508 33,175 36,514 41,110 44,728 52,056 
GDP (mp) (Rs. Billion) 32,725 35,553 39,190 43,798 47,521 55,488 

 Net Primary Income (NPI) 1,492 1,460 1,540 2,135 2,730 3,857 

Gross National Income 34,217 37,013 40,729 45,934 50,252 59,345 
 Population (million no.) 200.2 205.2 209.7 213.9 218.2 222.6 
 Per Capita Income 170,924 180,401 194,181 214,695 230,262 266,614 

 Exchange Rate (Rs. /$) 104.24 104.7 109.84 136.09 158.03 160.02 

Per capita GNP (mp) (US $) 1,640 1,723 1,768 1,578 1,457 1,666 
 

************************ 
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Target
Items Unit 2021-22 2020-21 2021-22 % Change

Current Account Balance $ Billion (2.3) 1.2 (9.1) 829.1 
Trade Balance (Goods) $ Billion (28.4) (11.4) (21.2) 86.0 
  Exports (fob) $ Billion 26.8 11.8 15.2 29.0 
  Imports (fob) $ Billion 55.3 23.2 36.4 56.9 
Services Trade Balance $ Billion (2.5) (0.9) (1.8) 94.6 
  Credit $ Billion 2.8 3.4 20.2 
  Debit $ Billion 3.8 5.3 38.8 
Remittances $ Billion 31.3 14.2 15.8 11.3 
FOREX Reserves (End Dec.) $ Billion 20.5 24.0 17.1 
SBP Forex Reserves (End Dec.) $ Billion 13.4 17.7 31.8 
Exchange-Rate (Avg. Jul-Dec.) Rs /US$ 163.7 168.9 3.2 
Fiscal Sector

Tax Collection (FBR) Rs. Billion          5,829         2,204         2,920 32.5

PSDP Rs Billion 900 232 288 24.1 

Fiscal Balance % of GDP (6.3) (2.1) (2.1) -

Federal Fiscal Balance % of GDP (7.4) (2.5) (2.9) -

Primary Balance % of GDP (0.7) 0.6 0.1 -
o/w Provincial surplus % of GDP 0.4 0.8 
Real Sector (Crops)

                  Cotton# Mln Bales 10.5 7.1 8.5 19.8 
                  Rice Mln tons 8.2 8.4 8.8 5.0 
                  Sugarcane Mln tons 74.8 81.0 87.7 8.2 
                  Wheat Mln tons 28.4 27.5 27.8 1.2 
                  Maize Mln tons 6.9 8.9 9.0 0.8 
Large-scale Manufacturing %              6.0 1.2 7.4 -
Inflation 

Inflation (CPI) % 8.0 8.6 9.8 -
Core Inflation Urban % 5.5 7.0 -
   - Core inflation (U) latest month % 5.6 8.3 -
SPI Inflation (Combined) % 8.9 15.0 -
  - SPI Inflation (Latest month) % 7.9 19.3 -
Investment

Foreign Investment (Total) $ Million            442            651                47 
- FDI (Net) $ Million            880         1,057                20 
  -   FDI (Inflows) $ Million         1,566         1,454                (7)
  -   FDI (Outflows) $ Million            686            397              (42)
- Portfolio (Net) $ Million          (438)          (405)                  7 
   - Of which debt securities $ Million          (194)            (98)  - 
   - Equity $ Million          (244)          (307)  - 
Financial and Capital Market

Policy Rate (End Period) %             7.0           9.75 -
Weighted Avg. Lending Rate %             8.3             8.7 -
Credit to Private Businesses Rs. Billion            246            904 267 

   - Of which, Fixed Investment Rs. Billion            116            190 64.6 

   - Working Capital & Trade Finance Rs. Billion              90            600 564 
Credit to Agriculture Sector Rs. Billion          1,700            617            641 3.9 

             - Farm Credit Rs. Billion             996            329            320 (3.0)

             - Non-Farm Credit Rs. Billion             704            288            321 11.7 

Stock Market (KSE 100 Index) † Index       43,755       44,416 1.5 
† End Dec KSE 100 Index

Key Economic Indicators
July-December

External Sector

Note: Figures are rounded off 


