Money and Credit

The effective monetary policy remains December 2016 is much stronger and higher
instrumental in maintaining liquidity in the than the minimum required level of 10.65
money market. On account of macroeconomicpercent.

stability, SBP continued with accommodative

monetary policy stance that translated well into Monetary Policy Stance

stable market interest rate at 5.75 percentgeeping in view the macroeconomic stability,
which is the lowest in last 45 years. Historic gp kept the policy rate at 5.75 percent in May
low interest rate and ongoing stability in money 2016 and maintained the same in the

market are the main instruments for private gypsequent monetary policy decisions, which is
sector credit cycle for fixed investment and for the |owest rate since early 1970s.

working capital.

) ) ) ) Healthy credit expansion, along with higher
Accordingly, credit to private sector increased production of Kharif crops, recovery in
to Rs.457.4 billion during Jul-21Apr, FY2017 | s\yindustrial growth, uptick in CPEC related
against Rs.296.8 b||||c_)n in the same period lastyctivities in energy sector and favourable
year, registering a significant growth of 54.1 psiness environment supported SBP’s decision

billion for fixed investment during Jul-Mar pyop17.

FY2017 as compared to Rs.140.3 billion
availed in the corresponding period last year
registering a growth of 10.5 percent. Loans fo-

Table5.1: Policy Rate

working capital increased by Rs.150.9 billion W-ef Policy rate
during first nine months of FY2017 compared Jun-13 9.0
to Rs.65.4 billion in the same period last year, sen 13 95

witnessed significant growth of 130.7 percents: Nov-13 100
A healthy uptick in private sector credit augurs ~2"- :
well for growth. Nov-14 9.5

an-15 8.5

J
The financial system remained stable during

FY2017. Assets base of the financial sector had¥®~1° 8.0
expanded at a decent pace of 11.93 percent iMay-15 6.5
CY16 and reached to Rs.15.831 trillion by end sep-15 6.0

D_e_cember, 2016 as compared to Rs.14.143, ay-16 till date*
trillion as of end December, 2015. NPLs to total .
loans ratio declined to an eight years’ low leve Source: State Bank of Pakistan
of 10.1 percent in Q4CY16. Capital Adequacy " May 20, 2017

Ratio (CAR) at 16.2 percent as of end

5.75




Pakistan Economic Survey 2016-17
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Recent Monetary and Credit Developments increased to 8.67 percent during July-2fpril,

FY2017 from 5.02 percent recorded in the same
period of FY2016 while Net Foreign Assets
(NFA) point contribution in Broad money has
reduced to (-2.73 percent) during July*21
épril, FY2017 against expansion of 0.90
percent in the comparable period of FY2016.

During the period Jul-21 April, FY2017,
Broad Money (M2) witnessed expansion of Rs.
762.2 billion (5.94 percent) compared to the
expansion of Rs.667.7 billion (5.92 percent) in
the same period last year. Net Domestic Asset
(NDA) point contribution in broad money

Table5.2: Profile of Monetary Indicators Rs. billion
FY 16 (Stocks) R 21-Apr-17 22-Apr-16

Net Foreign Assets(NFA) 1007)6 -350.7 101.9
Net Domestic Assets(NDA) 118173 1,112.9 565.7
Net Government Borrowing 7819)5 689.9 446.0
Borrowing for budgetary support 71948 805%.0 536.4

From SBP 1442.2 868.5 -498.5
from Scheduled banks 5752.6 -63.5 1,034.9
Credit to Private Sector (R) 44495 457.4 296.8
Credit to PSEs 568.1 198.5 22.3
Broad Money 12824.9 762.2 667.7
Reserve Money 3973.6 470.7 663.4
Growth in M2 (%) 13.7 5.94 5.92
Reserve Money Growth (%) 26/5 11,9 21.1

Source: Weekly Profile of Broad M oney & Reserve Money, State Bank of Pakistan

In contrast, reserve money growth remains(-18.7 percent) compared to the expansion of
contained to 11.85 percent during July*21 17.7 percent during last year. As a result,
April, 2016-17 as compared to the growth of reserve money growth remained subdued
21.11 percent in corresponding period of lastduring the period under review.

year. The growth in SBP’s NDA stood at 22.60 _
percent during the period under review Within Broad Money, NFA of the banking
compared to 22.11 percent in the same periocystem during Jul-Z1Apr, 2016-17 declined
of last year while SBP’s NFA contracted by by Rs.350.7 bi”ion, which is in Sharp contrast

to an expansion of Rs.101.9 billion in the same
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period of last year.SBP’s NFA observe
contraction of Rs.193.8illion during Ju-21*
Apr, FY17. The NFA of scheduled bank
which was already negative as on -June
2016, declined further (by R<56.8 bhillion)

during the period under review. This mail
represented higher FX liabilities incud by
some of the foreign banks operating in
country.
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The NDA of the banking system observed
expansion of R4,112.9 billion (9.42 percen
during Jul-2% Apr, FY 2017 compared i
Rs.565.7 billion $.40 percen in the same
period of last yearPick up in credit to th
private sector, credit to Public Sector
Enterprises (PSEspnd rise in governmel
borrowing from the banking system were
major causative factors of monetary expan:
during Jul-2¥ Apr, FY2017.

Credit to Public Sector rEerprises (PSE:
increased by Rs.198.5 billioruring July-2%'
Apr, FY 2017 against Rs.22.3 billion the
same period of FY 2016This expansion i
primarily due to increase in financing for t
completion of Neelundhelum Power Projé’,

Government Bank Borrowing

During the period Dul21% Apr FY2017,
government borrowing for budgetary supf
amounted to Rs.805.(illion against the
borrowing of Rs.536.4billion in the same
period of FY2016. During the ped under
review, government borrowed 1868.5 billion

from SBP compared to the retirement
Rs.498.5bhillion in the same period last ye:
On the other hand, government retired63.5
billion to Scheduled banks during®Jul-2%

Apr FY2017 against the Irrowing of
Rs.1,034.9 billion last year. While, ne
government borrowing from the banki

system reached to R89.9 billion against the
borrowing of Rs.446.0illion over the previou
year.

Government borrowing from SBhas a direct
impact on reserve mey growth anctaken as
inflationary. In contrast, during the period™
Jul-2F" Apr, FY2017, increase in governme
borrowing from SBP rather than schedu
banks led to steady fall in the outstanding le
of OMO injections in the interbank market.
a result, the growth in SBP’'s ND#semain
balanced and stood at 2 percent during the
period under review compared 22.1 percent
in same period of last ye.

! Second Quarterly Report, FY17,
2Second Quarterly Report, FY17,

n n
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Fig-3: Government Borrowings (Flows)
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Commoadity Finance year, despite the heavy retirement

Loans for commodity financeobserved a net
retirement of Rs.117.billion during Jul-2¥
Apr, FY 2017 compared to the net retiremen
Rs.90.0 billionduring the same period of Ie

commodity financeduring the period unde
review, the outstanding stock of commod
financingreached to Rs. 518.9 billion compa
to Rs. 474.5 billionduring comparable peric
of last year.

Fig-4: Commodity Finance = Flows
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In FY 2016 the outstanding sck of During the period Jul-31Mar, FY2017, loans

commaodity financing increased significantly
Rs.636.6 billion from R&64.5 billion in the
comparable period of FY 20, thus posting a

growth 12.8 percenin FY2016 against the

growth of 14.6 percent in FX01EL

for wheat financingwitnessed a net retireme
of Rs. 124.3 hillion compared to the retirem
of Rs. 113.4 hillion during the same period
FY 2016. Although the procurement agent
retired higher amount during the period un
review FY2017 compared to FY2016, tt
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outstanding stock of wheat remain higher
stood at Rs.405.9 billion compared to Rs.3¢
billion during thesame period of last year a
unsold stock still remas higher. The
government took certain measures du
FY2017 like extension ithe subsidy, increa
in the limit of wheat export and increain the
regulatory duty on wheat import to do aw
with such higher level of unsold wheat st

The fertilizer financingobserved net retireme
of Rs.15.99 billion during J«81* Mar, FY2017
against the borrowing of Rs. 12.2 billion in 1
same period of last yealn case of fertilizer
higher retirementduring FY201 due to the
government's subsidy program led to a hic
take-off both byurea and DAP durinKKharif

2016. On theother hand, borrowing for sug

sector remaine®s. 4.25 billion during J-31°

Mar, FY 2017 compared to Rs. 0.45 hilli
during corresponding period of last y«

Credit to Private Sector?®

Fiscal year 20186 witnessed a momentc
increase in credit toprivate sector due |
accommodative monetary policy stance

multi decade low policy rate, as it registere
net expansion of Rs. 446.5 billion in FY16,
against the net expansion of Rs. 223.8 hillio

FY2015. On year on year basis, it poste
growth of 11.2 percent.

Moreover, recent datsugges that credit to
private sector increased to Rs. 457.4 bil
during Jul-2% Apr, 201¢17 against the
expansion of Rs. 296.8 billion in the sa
period of last year, thus postaverage growth
of 10.3 perent during the period under revie
as compared to 7.4 percent last year. On ye.
year basis as on 21Apr FY2017, CPS
witnessed growth of 14.1 percent against
growth of 7.9 percent recorded in the st
period last year.

The significant growth in fivate sector credit
off-take during FY2017 is mainly due
accommodative monetary policy stan
translated to low cost of borrowing whi
attracted private sector businesses to fini
their businesses and investment activities
large number of sectonimcluding (Mining &
Quarrying, Manufacturing, Textile, Fertilize
Sugar, Electricity, Gas and Water Sup)
Construction, Commerce and Trade) ava
higher credit not only for working capital k
also for fixed investmeniA healthy uptick in
private setor credit for fixed investmerbodes
well for overall investment in the country
future.

Fig-5: Credit to Private Sector
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3 Islamic Financing, Advances (against Murabaha étejgntories and other related Items previo

reported under Other Assets hibeen reclassified as credit to private se
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Sectoral Analysis

Table 5.3: Credit to Private Sector Rshillion
Sectors End June Stocks Jul-Mar (Flows) Growth Rates
June-15 | June-16 | March-16 | March-17 | 2015-16 | 2016-17 | 2015-16 | 2016-17
Overall Credit (1to5) 3,651.1 4,041.9 3,914.8 4,490.2 263.7 448.4 7.2 111
1. Loansto Private Sector Business 3,015.5 3,355.5 3,264.5 3,723.9 249.0 368.5 8.3 11.0
A. Agriculture 285.4 293.1 284.0 293.2 -14 0.1 -0.5 0.0
B. Mining and Quarrying 20{8 26.5 19.5 38.3 -1.3 11.8 -6.3 44.3
C. Manufacturing 1,704}4 1,915.3 1,910.8 2,175.0 206.4 259.7 12.1 13.6
Textiles 549.Y 612.3 632.2 699.3 82.5 87.0 15.0 14.2
D. Electricity, gas and water supply 26/7.2 312.8 307.0 351.1 39.8 38.3 149 12.2
E. Constructio 66.C 97.€ 92.7 120.( 26.7 224 40.5 23.0
F. Commerce and Trade 237.0 266.3 248.3 285.6 11.3 19.3 4.8 7.3

G. Transport, storage and

o Transpor, S« 1464 1827 1675 1816 20.9 -06 143 -03
I. Other private business 288.1 261.9 234.7 279.3 -534 175 -185 6.7
2. Trust Fundsand NPOs 140 142 14.0 134 01 -08 06 58
3. Personal 3831  4153] 4013 4787 182 634 48 153
4. Others 152 8.2 54 65 0.8 18 645 216
5. | nvestment in Security & Shares 2234  2486| 2295 2678 6.1 192 28 77

of Private Sector
Source: State Bank of Pakistan

During Jul-Mar, FY2017, overall credit grew FY 2017 and among all major sectors, Mining
by 11.1 percent as compared to 7.2 percentaind Quarrying grew by (44.3 percent), followed
during the same period of last year FY2016. by Construction (23.0 percent), Manufacturing
Sector wise growth reveals that loans to private(13.6 percent) of which Textile (14.2 percent),
sector business observed growth of 11.0 percenElectricity, Gas and Water supply (12.2

during Jul-Mar, FY2017 compared to 8.3 percent) and Commerce & Trade (7.3 percent).
percent in comparable period of last year. In term of share, credit off take remained high
. . . in Manufacturing sector that received share
In f.IOWS terms, credit expansion fto private 7q 4 percent of private sector loan (Rs. 259.7
business amounted to Rs.368.5 billion during billion), followed by textile (23.6 percent or Rs.

Jul-Mar, FY2017 against Rs.249.0 billion in the g7 ¢ pijlion), Electricity, Gas and Water supply
comparable period of FY 2016.The expanS|on(10_4 percent or Rs.38.3 billion) and

in credit to private sector is broad based during.,struction (6.0 percent or Rs.22.4 billion).

Table5.4: Loans* to Private Sector Businesses Rs. billion
Total Credit Working Capital Fixed | nvestment Trade Financing

Description (Jul-Mar) (Jul-Mar) Jul-Mar) Qul-Mar) (Jul-Mar) Jul-Mar) (Jul-Mar) (Jul-Mar)

FY16 FY17 FY16 FY17 FY16 FY17 FY16 FY17
Total loans to private businesses 249.0 36B.5 65.4 150.9 140.3 155.1 43. 62.5
of which
1) Manufacturing 206.4] 259.1 116.6 104\5 34.2 9.8 55.7 57.4
i) Textiles 82.5 87.0 58.1 35.5 9. 26.p 15|1 25.3
Spinning, weaving and finishing 57.9p 72[0 49.8 28.5 2.6 26.0 5.5 175
i) Chemicals 33.1 3.3 22.1 (21.2 755 210 35 35
Fertilizer 28.2 (14.8) 195 (26.7 5. 10.p 2]7 1.0
iii) Food products & beverages 687 1124 429 819 119 21.9 13.9 5.6
Rice processing 10.4 9.3 17 3|4 1.5 1.0 V.2 4.9
Edible oil and ghee 3.7 (4.5 0.8 (1.7) 0.1 0.5 ».9 (3.3)
Sugar 56.9 101.0 51.7 79.3 4. 156 0l4 6.2
iv) Basic and fabricated metal (3.0) (0.8) 2.5 13{3 0.0 1.4 (5.5) 1.6
V) Rubber, plastics and paper 2|0 (3)9) 9 3.7) 32 (2.2) (1.1) 1.9
vi) Electrical equipment 9.2 6.5 (4.9 54 6|0 15 8.1 (0.4)
2) Electricity, gas & water supply 39.8 383 13.0 1.2 319 14.2 (5.1) 24
3) Transport, storage &communications 20.9 (0l7) .2)(9 (9.4) 30.2 8.8 (0.0 (0.1)
Road transport 18.4 1.2 0.8 (0.0) 181 13 (0.1) .0)(0
4) Construction 26.7| 22.4 (2.9 4 28[1 153.8 1.3 0.8)
Road infrastructure 14.7 12.1 06 A48 13.8 4 0.3 (1.1)
5) Agriculture (1.4) 0.1 (7.4) 2.1 6.1 (2.9) (0.1) (0.2)

*Loans include advances plus bills purchased &dalisted excluding foreign bills.

Sour ce: State Bank of Pakistan
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Credit to private sector by type of finance, all Credit for fixed investment amounted to
categories (including working capital, fixed Rs.155.1 billion (increase by 10.5 percent)
investment and trade finance) availed higherduring Jul-Mar, FY2017 compared to Rs.140.3
credit during Jul-Mar, FY17 compared to billion in the same period of FY2016, working
corresponding period of last year. The gradualcapital credit reached to Rs.150.9 billion (grew
increase in credit disbursement for working by 130.7 percent) during the first nine months
capital, fixed investment and trade financing of FY2017 against Rs.65.4 billion in
mainly used by major sectors of the economycomparable period of last year and trade
and primarily evident in Manufacturing of financing increased to Rs.62.5 bhillion
which food and beverages, textile and sugar(expanded by 44.3 percent) during first nine
availed higher credit. Manufacturing sector months of FY2017 from Rs.43.3 billion in the
during FY2017 availed higher share of total same period of last year.

loan particularly for working capital. Cement

sector off-take higher credit for fixed A sustained growth in credit demand needs
investment requirement during the period underPrudent monetary policy stance, improved
review on account of increase in construction business Sentiments, decent increase in banks
activities. Credit demand for power projects deposits and managed interbank liquidity
shifted from fixed investment to working condition augurs well for growth in private
capital during the period Jul-Mar, FY2017. sector going forward.

Table5.5: Consumer Financing (Rs. billion)
July-Mar ch (Flows) Growth (%)

Description 2015-16 2016-17 2015-16 2016-17

Consumer Financing 17.3 621 q.1 20.3
1) For house building 5]1 82 12.8 17.1
2) Fortransporti.e. purchase of car 17.3 26.2 20.4 23.4
3) Credit cards 0.9 3J0 3.6 11.7
4) Consumers durable 0.4 0.8 110.1 100.5
5) Personal loans -4(2 28.7 -3.3 22.5
6) Other -2.3 -1.8 -27.3 -31.6

Source: State Bank of Pakistan

During first nine months of CFY 2017, (20.4 percent) during the comparable period of
Consumer financing witnessed a significant last year. Increasing trend since fiscal year
growth of 20.3 percent (Rs.62.1 billion) against 2009-10 in auto financing is mainly due to
6.1 percent (Rs.17.3 bhillion) during the same amendment in regulations for car financing,
period of last year. Of which, consumer durablewhich allowed banks to finance cars up to 9
recorded a substantial growth of 100.5 percentyears old and high demand for the new model
during Jul-Mar, FY2017 compared to 111.1 car that started to benefit the sales of local car
percent during the comparable period of lastassemblers, which are expected to post a
year. Moreover, house building loans observedhealthy rise in FY 2017. Moreover, personal
a significant growth of 17.1 percent and loan showed net expansion of Rs.25.7 billion
amounted to Rs.8.2 billion during Jul-Mar, (22.5 percent) during the period under review
FY2017 as compared to 12.8 percent (Rs.5.1as compared to the net retirement of Rs.4.2
billion) during the corresponding period of last billion (-3.3 percent) in the same period of last
year. Noticeable improvement in house year. The uptick in consumer financing
building financing is primarily due to prudent observed during FY2017 on account of
monetary policy and historic low policy rate. significant reduction in Weighted Average
However, auto financing saw an expansion ofLending Rates (WALRs) of scheduled banks
Rs.26.2 hillion (23.4 percent) during first nine due to enough liquidity on account of large PIB
months of FY 2017 compared to Rs.17.3 billion maturities and unprecedented volume of
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retirements from private businesses during Julyconsumer durable, auto financing, house
2016. As a consequence, consumer financingouilding loans and personal loans during the
witnessed significant growth particularly for period under review.

Table 5.6: Indicative Targets and Actual Disbursement of Agriculture Loans (Rs. billion)
Target Flows

Name Of Banks July-Mar ch

2015-16 2016-17 5015.16 01617
5 Major Comm. Banks 305.]7 340}0 198.8 236.6
ZTBL 102.0 102.5 55.3 57.5
15 Domestic Private Banks 1318 139.6 84.8 90.2
P.P.C.B.L 12.5 12.5 6.1 6.9
10 Microfinance Banks 40.1L 60|1 34.5 61.3
MFIS/RSPs - 34.3 - 12.2
5 Islamic Banks 7.9 11.0 6.0 8.4
Total 600.0 700.0 385.5 473.1

Sour ce: State Bank of Pakistan

For fiscal year 2016-17, agriculture credit growth of 22.7 percent compared the growth of
disbursement target was at Rs. 700.0 billion18.3 percent in last year, the disbursement
compared to the target of Rs. 600.0 billion in remained 67.5 percent of the target during July-
fiscal year 2015-16. The actual disbursementMarch of current fiscal year. 5 Major
remained at Rs.598.3 billion in FY 2016. commercial banks disbursed agriculture loans
During July-March, 2016-17, overall credit of Rs. 236.6 billion or 69.5 percent of its target
disbursement increased to Rs. 473.1 billionwhich is 19.0 percent higher (Rs. 198.8 hillion)
compared to Rs. 385.5 bhillion in the during the same period of last fiscal year.
corresponding period of last year, thus posting a

Box-1: SBP initiativesfor financial inclusion in Agriculture Financing during FY 2017

* Interest Free Solar Tube well Financing Scheme: Finance Minister, in his FY 2015-16 budget spegech
announced an Interest free loan scheme for smallefis (having land holding of up to 12.5 acres) |for
installation of 30,000 solar powered tube wellsroxeperiod of 3 years. Under this scheme, the &der
government had concurred to cover the markup codtehalf of farmers. Based on the aforementioned
budgetary announcement, SBP in consultation wittkbdnas developed a scheme for providing intgrest
free loans for installation of solar powered tubellsv The modalities for implementation of the stleg
are being finalized by MoF & MNFSR (Ministry of Nahal Food Security and Research).

 Commodity Management & Warehouse Receipt Financing Rules. SECP in consultation with
stakeholders including SBP, banks have developedirait Collateral Management Companies
(Establishment and Operations) Regulations and gtdumfor approval. Once the regulations are
approved by the Cabinet, the same will be notifig¢ ECP.

« Simplification of Loan Application for Agri. financing: In order to simplify the lending process for
agriculture financing, revised Loan Application Far (LAF) for agriculture financing have beeén
developed in consultation with banks and implem&niéhe loan application form has been categorized
into 1) LAF up to Rs.1 million and LAF for above Rsnillion.

 Farmers Financial Literacy Programs: SBP is introducing credit culture amongst farmn®ugh its
flagship Farmers Financial Literacy Programs (FELP)ese program are very helpful in spreading
financial awareness amongst the target groups. IFHay training module is specially designed for
farmers to increase their understanding of bankieyices, credit, savings, insurance and documentar
requirements for obtaining a loan etc.

In FY 2015-16, 12 FFLP programs were conductedsactbe country. These programs were attended byABIDs and

over 1700 farmers. As per practice, the trained A@@I serve as master trainers to further spréaahtial awareness at

the grass root level through engagement sessidghdavimers.

Source: State Bank of Pakistan
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Monetary Assets as on 21 April, FY2017. The currency-to-M2
ratio has also been increased to 26.1 as 6n 21
Or&pril, 2017 compared 25.6 percent in the same
period of last year.

Monetary assets (M2) include currency in
circulation, demand deposits, time deposits an
residents’ foreign currency. Money supply

(M2) Wltnestsed a growth of 5.94 percent during c|c remain contained during the period under
Lst Jul — 21 Apr, FY2017 as compared to the reyiew as compared to last year, maturity of
groyvth of 5.92 percen_t in the corr_espondlng PIBs was falling in Q1 FY2017, but these
period of last year. While Y-o-YStbaS|§ it stood retirements did not have any significant impact
at 13.7 percent higher as on“2April, FY 41 interbank liquidity, as these were completely
2017. Growth in M2 is mainly contributed by equalized by lower OMO injections. On the
total demand and time deposits including giher hand, seasonal retirement of private sector
RFCDs. credit created sufficient liquidity for scheduled
banks to make up for cash withdrawals related
to two eid festivals during Q1, FY2017.The
During the period Jul- 21Apr, FY 2017, CIC  comfortable interbank liquidity situation
increased by Rs.216.5 billion (6.5 percent) impacted overnight rates that remained close to
compared to the expansion of Rs.508.6 billionthe target rate.

(19.9 percent) in the same period of last year,

whereas YoY growth recorded at 15.9 percent

Currency in Circulation (CIC)

Table5.7: Monetary Aggregates (Rs. million)
End June July-21 April

Items

2015 2016 2015-16 2016-17
A. Currency in Circulation 2,554,749 3,333,784 3@®5 | 3,550,308
Deposit of which:
B. Other Deposits with SBP 13,747 18,756 19,320 522,
C. Total Demand &Time Deposits incl. RFCDs 8,718,64 9,472,313 8,867,092 10,014,229
of which RFCDs 597,760 587,258 592,953 602,089
Monetary Assets Stock (M2) A+B+C 11,282,144 12,824,858 11,949,818 13,587,057
Memorandum Items
Currency/Money Ratio 22.6 26/0 25.6 26.1
Other Deposits/Money ratio 0.1 0j1 a.2 0.2
Total Deposits/Money ratio 77.2 739 74.2 73.7
RFCD/Money ratio 5.3 4.6 5.0 4.4
Income Velocity of Money 2.6 2.5 N _
Sour ce: State Bank of Pakistan
Deposits increasing penetration of formal banking services

Bank deposits increaséy Rs.541.9 billion (5.7 N the economy — as explicitly laid out in the

percent) during Jul-21Apr, FY2017 compared to National Flnan'ual Inclljsmn Strategy — has lately
the expansion of Rs.153.4 billion (1.8 percent) P€come more important’

witnessed in the same period of last year. As aWhereas, Resident Foreign Currency Deposits
result, currency-to-deposit ratio increased to 35.5(RFCD) that was negative during last year,

as on April 21, 2017 compared with 34.5 on April increased from (Rs.-4.8 billion) to Rs.14.8 billion

22, 2016. Balanced monetary expansion duringduring Jul-2% Apr, FY2017.

the period under review withessed on account of

high currency-to-deposit ratio, which led to a
lower money multiplier. “In this context,

“First Quarterly Report, FY17, SBP
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Fig-6: Currency in Circulation% of M2 & GDP —+—CIC/M2
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Monetary Management during the period under review. TF
government  finacing method  creat

During first nine months of CFY2017the

government changed its borrowing mix ¢
mobilized funds only from SBP and retired

scheduled banks. Normally, governm
borrowing from central bank is considel
inflationary as it directly impact on reser
money growth. But this impawas balanced

comfortable liquidity condition in interbar
market, led to continuation of stable policy r:
As a result, a steady fall in the outstanding It
of OMO injectionswere observed during the
peiiod under review, which reduced from |
1,323.8 billion at endAarct 2016 to Rs.961.1
billion by endMarch 2017

through low outstanding OMOs injectio
Table 5.8: Average Outstanding Open M arket Operations* (Billion Rupees)
FY2014 FY 2015 FY2016 FY2017
Full Year 53.9 418.6 1,268.9 972.2
Q1 -34.7 63 1,082.9 1094.0
Q2 -11.8 281 1,287.6 861.3
Q3 67 683.2 1,323.8 961.1
Q4 196.9 744.1 1,383.3
*. The data does not include the impact of outri@MOs
Note: (+) amount means net Injectic
(-) amount means nmog-up.
Source: State Bank of Pakistan
Table5.9: Market Treasury bills Auctions (Rsmillion)
Jul-Jun Jul-Mar
2015-16 Offered Accepted W.A.Rate*

Offered | Accepted |W.A Rate* |2015-16 |2016-17 |2015-16 |2016-17 | 2015-16 | 2016-17
3-Months 2,726,618 1,457,48! 6.4| 2,101,41Q 3,756,514 1,211,203 2,441,32 6.5 5.9
6-Months 2,873,573 1,629,80: 6.4| 1,911,162 3,918,854 1,188,603 2,471,53 6.6 5.9
12-Months | 3,656,106 1,821,67! 6.4| 2,759,473 1,628,197 1,554,942 915,99t 6.6 5.9
Total 9,256,297 | 4,908,958 6,772,045| 9,303,565| 3,954,748| 5,828,863

Source: State Bank of Pakistan
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During the period JuMar, FY2017, marke
offered total amount of Rs.9,303.6 billion-
Bills compared to Rs. 6,772[llion during the
same period of last yeaDuring the first nine
months of CFY 2017, T-Bs contributed 42.:
percent of the total accepted amount in
months followed by 41.9 percent in-months
and 15.7ercent for 12 month

trillion through TBills auction more than 47
percent amount acceptecompared to same
period of last yeawithout raising the weighte
average yield of the auctio

In case of PIBs, with offer of Rs.1.6 trilliothe
government raised less than the last year
acceptedRs.778.8 hillin. Scheduled banks
participation in the auction of PIBs remair

Fig-7: Contribution of T-bills subdued during the period under revieThe
government rejected all bids for PIBs during
60 1 201516 201617 || second quarter FY2014 the government had
sufficient financing available from oth
419 42.4
0 39.3 resources.
g 06 %01 Greater tendency for -Bills over PIBs
g indicates the market’s anticipation of a rise
20 1 157 inflation and a possible bottoming out of pol
rate.
0
3-Months 6-Months 12-Months Fig-8: Contribution of PIBs
600 1 ., 540 142015-16
During first nine maths of CFY 2017, unde 50.0 432 M2016-17
PIB auction market offered Rs.1,556.1 billi 400
against Rs.2,058.3 billion in comparable pel 206
of last year. PIBs witnessed heavy investn & 30.0
in 3 years as it contributed 54.0 percent of t 3 200 16.4
accepted amount followed 129.6 percent in 5 g
years and 16.4 percent in 10 ye 10.0 1 ﬂ
Comfortable liquidity condition allowed ban 0.0 |
to actively participate in government papers, 3Years SYears 10vears
instance, with offeredaround Rs.9.3 trillion
amount, the government mobild Rs.5.8
Table 5.10: Pakistan I nvestment Bonds Auctions (Rs. million)
PIBs Jul-Jun Jul-Mar W.A Rate
Offered |Accepted |W.A Rate Offered Accepted
2015-16 2015-16 | 2016-17 | 2015-16 | 2016-17 | 2015-16 | 2016-17
3 Years 1,315,268 484,81: 7.2 1,083,07L 888,051 407,61% 420,56 7.2 6.3
5 Years 982,167 407,56: 7.9 812,426 419,533 338,021 230,37 8.0 6.8
10 Years 262,487 71,22, 8.7 162,758 245,778 37,328 127,82: 8.8 7.8
15 Years - - - - - - - - -
20 Years - - - 2,743 - -
30 Years - - - - - - - - -
Total 2,559,922 963,600 2,058,255| 1,556,105| 782,964| 778,767

Source: State Bank of Pakista

Note: Accepted amount include r-competitive bids as well as short sell accommod:

° 2nd Quarterly Report FY17, SBP
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Table5.11: Lending & Deposit Rates(W.A) Weighted Average Lending Rate (WALR) on

LR DR Spread gross disbursements also reduced to 6.93
Mar-16 7.13 3.74 3.39 percent in March, 2017 from 7.13 percent in
Apr-16 6.03 3.65 2.38 March, 2016, thus reduced by 20 bps and
May-16 7.07 3.26 3.81 reached its lowest level over a decade. The
Jun-16 7.15 3.59 3.56 average WALR shows low cost of borrowing
Jul-16 6.95 3.69 3.30  during the first nine months of CFY 2017 that
Aug-16 6.82 3.36 346 impacted significantly on private sector credit
Sep-16 6.90 3.59 3.31

growth during the period. Similarly, Weighted

Oct-16 6.96 3.46 3.50 Average Deposit Rate (WADRDffered on
go"'ig 2‘%‘5 ?éii :;ii fresh depositslso reduced from 3.74 percent
ec- : 1 : in March, 2016 to 3.53 percent in March 2017.
Jan-17 7.09 3.56 3.53 . .
As a result, banking spread which generally
Feb-17 6.95 3.21 3.74 f to th t of ch lina funds th h
Mar-17 6.93 353 340 'efers to the cost of channelling funds throug

Source. State Bank of Pakistan intermediaries and is the difference of lending

and deposit rates remained almost same at 3.40
During the first nine months of current fiscal percent in March 2017 and 3.39 percent in
year, following the declining policy rate, March 2016.

Fig-9: Lending & Deposit Rates WALR WADR
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Similarly, the average lending rate on advances to private sector which has impacts on
outstanding loans also reduced from 8.53 inasset growth. The lagged effect of
March, 2016 to 7.89 percent in March, 2017. accommodative monetary policy, steady
The average deposit rate reduced to 2.99deposits growth and maturity of PIBs creates
percent in March 2017 compared to 3.30 sufficient availability of liquidity, CPEC related
percent in March, 2016. activities and positive economic outlook are
. . main factors behind the impressive growth in
Financial Sector advances. The gross advances to private sector
The banking sector witnessed impressiveNas increased significantly during CY16.
performance during the last couple of years.Primarily, credit to private sector for working
Remarkable performance of banking systemcapital, trade financing and fixed investment
was primarily due to impressive growth in has shown higher growth during the period

under review.



Money and Credit

The momentum continued in the FY2017 with profitability has helped in achieving strong

asset base, which registered a growth of 11.93o0lvency. Capital Adequacy Ratio (CAR) has
percent and reached to Rs.15.831 trillion by endslightly declined to 16.2 percent due to rise in
December, 2016 compared to Rs.14.143 trillionadvances during CY16 compared to 17.3
as of end December, 2015. Besidespercentin CY15 butitis still much stronger and
investments, credit to private sector has alsohigher than the minimum required level of

started to accelerate. Advances grew with al0.65 percent.

significant rate of 14.18 percent in CY16

compared to 8.3 percent in CY15. Gradual Similarly, asset quality has also improved and
increase in earning assets has translated int§ifection ratio has declined from 14.8 percent
profits before tax of Rs.314 billion during the as of June 2013 to 10.1 percent as of end
fourth quarter of CY16 (Rs.329 billion during December, 2016. Also, gross NPLs to loans
December, 2015). Further, the alignment of ratio reduced from 11.4 percent in CY15 to

regulatory capital requirements in Pakistan with 10.1 percent in CY16. Net NPLs ratio reduced

best international practices coupled with high from 1.9 percent to 1.6 percent in December,
2016 on year on year basis.

Table 5.12: Highlights of the Banking | ndustry

| cvix | cyi4 | cyis | cCvie
Key Variables (Rs. billion)
Total Assets 10,487 12,106 14,143 15,831
I nvestments (net) 4,313 5,310 6,881 7,509
Advances (net) 4,110 4,447 4,816 5,499
Deposits 8,311 9,230 10,389 11,798
Equity 943 1,207 1,323 1,353
Profit Before Tax (ytd) 162 247 329 314
Profit After Tax (ytd) 112 163 199 190
Non-Performing Loans 607 605 605 605
Non-Performing L oans (net) 139 122 91 20
Key FSlIs (Percent)
NPLsto L oans (Graoss) 13.3 12.3 114 10.1
Net NPLsto Net Loans 34 2.7 19 1.6
Net NPLsto Capital 14.7 10.1 7.7 7.3
Provision to NPL 77.1 79.8 84.9 85.0
ROA (Before Tax) 16 2.2 25 21
Capital Adequacy Ratio (all banks) 14.9 17.1 17.3 16.2
Advancesto Deposit Ratio 495 48.2 46.4 46.6

Source: State Bank of Pakistan

Note: Statistics of profits are on year-to-date (ytd) basis.
* Except CY 13, all numbersare based on unaudited financials.

Financial Development

number of investors, acquiring and processing

It is an established fact that well-structured and!nformatlon about enterprises and possible

efficient financial institutions are prerequisite
for economic growth. Financial institutions and
markets can foster economic growth through.
easing the exchange of goods and services b
providing simple and fast payment services,

mobilising and pooling savings from a large

investment.

investment projects, thus allocating savings to
their most productive use and monitoring
Each of these functions can
influence saving and investment decisions and
ence economic growth.
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Financial depth can be measured by differentto several regulatory reforms and policy

proxies, but M2-to-GDP ratio is considered as initiatives aimed to ensure a sound and robust
most comprehensive and commonly used forfinancial sector. Monetary assets which were
capturing the overall size of the financial sector. 36.6 percent of GDP in FY 2011 increased to
Increasing M2/GDP ratio primarily indicates 44.1 percent in FY 2016. While during the

the well structured and developed financial period July- 23 Apr, FY2017, M2/GDP ratio

sector.

Table 5.13: Financial Depth

increased to 42.6 percent from 41.1 percent
witnessed in the comparable period of last year.
However, the ratio is expected to increase

\2(38510 M2/GDP 3gg further in future on account of ongoing
5010-11 36.6 financial reforms in financial sector with aim to
5011-12 381 strengthen the financial depth. Aiming to this,
2012-13 396 SBP continuously endeavours to bring an
2013-14 39.6  improvement in the legal, regulatory and
2014-15 411 Supervisory framework including Basel Il
2015-16 441 standards adopted in Pakistan, AML/CFT
July-21 April regulations are aligned with FATF
2015-16 41.1 recommendations, measures for improvement
2016-17 42.6 in foreign exchange regime, broadening of

National Financial Inclusion Strategy and

In case of Pakistan, this ratio has showngyengthening of financial market infrastructure
positive and increasing trend since FY 2012 dugggc.

Box-2: Financial Reforms
Some of the recent regulatory measures and pafoyms adopted by SBP are highlighted below:
» Strengthening of Legal, Regulatory and Supervisory Environment

To strengthen the legal regime, following meastigese been adopted by SBP during last year

In order to facilitate recovery of loans by minimig defaults, SBP proposed amendments in Sectiaf
theFinancial Institutions (Recovery of Finances) Ordinance, 2001 (FIRO) which were enactedn 13"
August 2016.

Alongside the amendments in FIRO, a new law with tlame ofCorporate Restructuring Companies
Act 2016 has been enacted in June, 2016 which providesdiablishment and regulation of corpor
restructuring companies.

The Deposit Protection Corporation Bill 2016 was passed by the National Assembly on March QZ62

and subsequently passed by the Senate with amet&loredune 17, 2016.

In order to further improve the foreign exchanggime of the country, the amendment in Fore
Exchange Regulation Act, 1947 was passed by tHeypent and notified on July 27, 2016.

To strengthen the capital adequacy framework ferlithnking sector and to contain systemic risk, §
adopted Basel Il standards in Pakistan in 2018irMgy 2016, State Bank of Pakistan (SBP) has ado
Basel Committee on Banking Supervision (BCBS) pemgbliquidity standards “Liquidity Coverage Ra
(LCR)” and “Net Stable Funding Ratio (NSFR)”.

With the intention to further strengthen corporgtevernance regime of banks for achieving strats
objectives and in order to ensure proper perforrmav@luation of Boards, SBP has issued guideline
performance evaluation of Board of Directors.

Anti Money Laundering (AML)/Combating Financing @&rrorism (CFT) Regulations are aligned w|
the Financial Action Task Force (FATF) recommermiai and cover all essential aspects of prever
and control measures as per risks involved.
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» Broadening of Financial net-Financial inclusion

Under SBP strategic plan 2016-2020 known as SBBnR020, increasing the financial inclusion hasrbset
as one of the strategic goals which will be achieteough the following:

* Implement the national financial inclusion strategy

* Revise legal framework to remove obstacles to siolusuch as those that inhibit secured lending

» Enable and promote alternative channels for defieéfinancial services that meet consumer needs

» Enable and promote Islamic banking

* Implement financial literacy initiatives
» Financial Market Infrastructure

State Bank of Pakistan (SBP), being a core corttibio National Payment Systems development, has pe
playing a key role as a Regulator, Operator andlifedor in achieving its public policy objectivesf safety
and efficiency of National Payment Systems. Payna@t Settlement Systems infrastructure in Pakibte
been facilitating government, businesses and iddals to discharge their financial obligations goiay a
critical role not only in smooth functioning of theal economy but also in maintaining financiabgity and
promoting economic growth.

During FY 2016-17, Pakistan has witnessed substashtivelopments in both Large Value and Retail Rann
Systems. SBP has taken a number of initiativesdireloping payments infrastructure and providing| an
enabling regulatory environment with the objectfeimproving interoperability, while at the samené,
providing more payment options to general publigval as private and public sectors in the country.

=]

> Responsible Banking Conduct & Financial Consumer Protection

Financial Consumer Protection or Responsible Bankionduct is a vital catalyst for Financial Stapitand
Financial Inclusion. Therefore, one of the key tatpry agendas of State Bank of Pakistan is Enlthnce
Conduct Regulation and Supervision included: Coreu@rievance Handling Mechanism (CGHM), Condpct
Assessment Framework (CAF), Engagements/capacitglitoy of banking industry and Enhanced Condlct
Supervision.

Source: State Bank of Pakistan

I slamic Banking target of 2000 branches as set in the State Bank
of Pakistan’'s Strategic Plan (2014-18) for
Islamic Banking industry. Further, NRSP
Microfinance Bank has started offering Islamic
microfinance products by establishing a
dedicated Islamic microfinance division.

Islamic Banking industry has shown substantial
growth. SBP’s 5 year strategic plan (2014-18)
for Islamic Banking envisions 15 percent
market share for this growing segment of
banking at the end of 2018. To promote Islamic

Banking in the country, SBP has been playing During CY2016, asset base of Islamic Banking
its role through provisioning of necessary legal, |nqystry (IBI) amounted Rs.1.85 trillion against

regulatory, and supervisory infrastructure andrg 1 g trillion in 2015, thus posted growth of
awareness & capacity building initiatives. 15.1 percent. Deposits of the Islamic Banking
Industry stood at Rs.1.57 trillion in 2016 as
compared to Rs.1.4 trillion during 2015, hence
registered a growth of 14.4 percent. As a result,
share of Islamic Banking in terms of asset in
overall banking system increased to 11.7
percent in CY16 from 7.8 percent in

CY1l1l.Whereas, deposits share of Islamic
Banking increased to 13.3 percent in CY16

from 8.4 percent in CY11.

Currently, 21 Islamic Banking Institutions

(IBIs) including 5 full-fledged Islamic Banks

and 16 conventional banks having Islamic
Banking branches are providing an array of
Shariah compliant products and services
through their network of 2,322 branches in 112
districts across the country. Encouragingly, the
Islamic Banking industry has surpassed the
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Table 5.14: | damic Banking I ndustry (Rs. billion)
Cy11 CY12 CY13 CY14 CY15 CY16
Assets of the Islamic banks 641.0 837.a1,014.0 | 1,259.0| 1,610.0 | 1,853.0
Deposits of the Islamic Banks 521.0 706 868.0 | 1,070.0| 1,375.0| 1,573.0
Share in Banks Assets (Percent) 7.8 8.6 9.6 104 114 11.7
Share in Bank Deposits (Percent) 8.4 0.7 104 11.6 13.2 13.3

Source: State Bank of Pakistan

Net investment of IBI was at Rs.490.0 billion financing (net) withessed expansion of Rs.92
by end December 2016 from Rs.663 billion by billion and Rs.46 billion, respectively.

end September, 2016, witnessed a decline of

26.1 percent during last quarter of CY16.This Profit after tax (PAT) of IBI recorded at Rs.

was main|y contributed by maturity of Bai 11.8 billion by end December 2016. During last
Muajjal of Sukuk transaction of IBis The  quarter of CY16, both Return on Equity (ROE)
share of net financing and investments in totaland Return on Assets (ROA) recorded at 0.7
assets (net) of IBl was 44.3 and 26.4 percentPercent and 10.6 percent respectively, during
respectively, at the end of quarter under review. fourth quarter of CY16.

Financing and related assets (net) of IBIAll mode of financing except Murabaha, Salam

registered a growth of 20.2 percent during Q4,and Istisna recorded an increasing growth trend
CY2016 and increased to Rs.821.0 billion. Bothduring ~ CY16.  Diminishing ~ Musharaka
Islamic Banks (IBs) and Islamic Banks Maintained the leading role in overall financing

Branches (IBBs) of Conventional Banks in Of IBI.

Table 5.14: (a) Financing Products by Islamic banks %age share

Mode of Financing Cy11 CYy12 CY13 Cyi14 CY15 CY16

Murabaha 43.8 39.7 40.6 30.1 245 15.8
ljara 10.4 9.2 7.7 7.7 6.6 6.8
Musharaka 24 0.8 6.7 11 14 15.6
Mudaraba 0.1 0.2 0.2 0.1 0 0
Diminishing Muskaraka 32 35 308 32.6 3.7 34.7
Salam 2.4 3 4 45 53 4.4
Istisna 4.4 7.2 5.6 8.3 8.6 84
Others 4.4 4.3 4.4 5.6 9.2 14.3

Sour ce: State Bank of Pakistan

Microfinance trajectory, as microfinance providers were able

During FY2017, the State Bank of Pakistan to realize all-round progress in terms of both

(SBP) embarked upon the implementation ofoutreach and value of services. Concurrently,
the National Financial Inclusion Strategy growing popularity of digital financial services,

(NEIS). Across the board adoption of this for their inborn convenience, also continued to

strategy is an achievement of the central banlé%?ﬁi'zg g:g\allitc?érsatttin“i?lcegtori?l tzdeo f[{?g‘nnc'(;l
in its drive to enhance the level of financial P P

inclusion in an integrated and sustained mannerteCh.HOIOglcal Innovations, h“”?a” resource
besides up graduation and capacity building.

The industry maintained its drive over growth At the close of quarter ended December, 2016

8 |slamic Banking Bulletin, December 2016. around 51 institutions were involved in

providing microfinance services which included
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eleven deposit taking microfinance bal
(MFBs) while others were N¢Bank
Microfinance Institutions (N-MFIs).

All together the microfiance sector witness:
47.3 percent growth in its aggregate microcr
portfolio which grew to Rs.136.9 billion as
December, 2016 from Rs.92.99 billion as at
of corresponding period last year. The nurr
of borrowers also registered an impres:
growth of 21.7 percent, increasing to around
million at end the period.

The NB-MFIs continued to serve a lar

number of borrowers (57 percent), while MF
took lead in terms of the aggregate value
loans (66 percent) and average loan siz
Rs.43,433/-which is more than twice the si
of loans offered by their n-banking contestant
(Rs.17,739/-).

On a YoY basis, the sector was able to ex;

its retail business network to 3,220 as

December, 2016 adding 260 new busir

locations across the couy compared to the
corresponding period in 20:

Fig-10: Growth of Microfinance I ndustry
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At the close of 8 quarter of F*2017, eleven
deposit taking microfinance banks (MFE
were involved in extending complete range
micro-banking services. The aggregate |
portfolio of MFBs grew by67 percent to reac
Rs.100.7oillion compared to R64.0 hillion in
the corresponding perd last year. Likewise
the numberof borrowers increased from .
million to 2.08 million registrec an increase of
31 percent. Moreover, MFBs were able
restrict NPLs at 2.2ercent (approx.) by tt
end of March, 2017.

The combined equity base of MFBalso
witnessed a 33.5 percent increment (i.e.6.4
billion) to reach Rs.25.4 billion at the close
the period. The asset base of the MFBs
registered an encouraging growth of 66 perc
rising to Rs.170.4 billion by March, 20:

The deposit basef MFBs managed to exce
Rs.120.4 billion, compared to Rs.66.3 billior
March 2016 with a corresponding increase
109 percent in outreach of deposit serv
made available to over 22.6 million deposit

At the close of period MFBs were success!
operating through a network of 712 branc

Branchless Banking (BB) Performance

Branchless Banking (BB) represents
significantly cheaper alternate to conventic
branch- based banking that allows financ
institutions to offer financial services oide
traditional bank premises by using deliwv
channels like retail agents, mobile phone At
the close of quarter on Decembel, 2016 the
changes in BB indicators remain
encouraging. The numbers of agents ros
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359,806 from 351,912, showing 2 percent family Takaful operators and one state owned
growth. The number of BB accounts of the insurer, the State Life Insurance Corporation of
industry increased to 19.9 million from 16.9 Pakistan (SLIC). Moreover, five (5) life
million, registering 18 percent growth over the insurers have also been authorized by the SECP
guarter. On the other hand, number ofto undertake window takaful operations in
transactions increased to 133.7 million from Pakistan. SLIC has maintained its dominancy in
110 million in previous quarter. the life insurance sector with around 50 percent
market share while the remaining 50 percent of
The aggregate BB deposits base improved tahe market is shared among the private life
Rs.11.7 billion from Rs.8.5 billion, showing an insurers. In CY 2016, the life insurance sector

increase of 39 percent compared to previousyjtnessed a growth of 7.4 percent, with total
quarter. The average deposits per account rosgremium of Rs.174 billion.

to Rs.587 at the end of December, 2017 from

Rs.500 over the previous quarter. The only reinsurer of the industry — the
government-owned PRCL continues to benefit
I nsurance Sector from a mandatory minimum 35 percent share in

The insurance industry in Pakistan is relatively the area of non-life Treaty Reinsurance.

small compared to other developing and . . .

regional countries and thus the sector possesseT%he major achievements of the SECP n respect
huge potential for expansion and growth. For gofgetolp/lsaurgnggl??:?; f(f)(l)lz)vf/g? period July,
the (CY2016), the industry’s total premium :

revenue stood around Rs.259 billion ($2.52 notification of Insurance Rules, 2017- The
billion) as compared to Rs.233 billion ($2.22 5 sets of insurance subsidiary legislation

billion) as of CY 2015. The insuranceé haye peen compiled to issue the Insurance
penetration and density have also witnessed agles. 2017 with primary aim to bring

upward trend at 0.88 percent and 12.87 for CYnitormity in the subsidiary legislation while
2016, as compared to 0.84 percent and 12.04ncorporating  all  the notifications  and

for CY 2015. The asset size of total insuranceamendments made under the aforementioned

industry as of December 31, 2016 stands algetg of Rules after initial promulgation in 2002.
Rs.1159 billion, as compared to Rs.982 billion

as of year ended December 31, 2015, whichlnsurance Accounting Regulations, 2017-
include life insurance sector assets of Rs.929The SECP, in collaboration with the Insurance
billion and non-life sector assets of Rs.230 sub-committee of the Institute of Chartered
billion. Accountants of Pakistan (ICAP), has
formulated the Insurance  Accounting
The non-life insurance sector comprises of 41Regulations, 2017 along with the accounting
insurers, including three general Takaful formats, which are part of Insurance Rules,
operators and one state-owned insurer, the017. The objective of the regulations is to
National Insurance Company Limited (NICL) harmonize the local accounting standards with

with an exclusive mandate to underwrite public the international practices (IFRS’s & IAS’s).
property and one state-owned reinsurer i.e. the

Pakistan Reinsurance Company Limited Code of Corporate Governance for Insurers-

(PRCL). Moreover, fourteen (14) non-life The SECP in February 2016 notified the Code
insurers have also been authorized by the SECPf Corporate Governance for Insurers. Post
to undertake window takaful operations in implementation of the Code of Corporate
Pakistan. The sector witnessed a growth of 19.7G0vernance, on the request of the Institute of

percent during CY 2016 with the total premium Chartered Accountants of Pakistan and the
underwritten of over Rs.85 billion. Insurance Association of Paklstan, revisions In

the Code of Corporate Governance were
On the other hand, the life insurance sectorundertaken and the revised Code of Corporate
comprises of nine life insurers, including two Governance for insurers was notified in
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November 2016. The purpose of formulating awhich are issued for public comments. The
comprehensive corporate governancedraft rules are aimed at formulating a
framework is to improve the governance of the comprehensive framework to regulate the
insurance companies keeping in view the bestguarantee business, thereby ensuring maximum
international practices in the insurance sector. protection of the interests of insurance
. ) ) policyholders and at gaining confidence of the
Addition of Register for sharing Group  nplic. The Rules will be promulgated after

Health Insurance Claims Experience in  compjetion of public consultation through due
Centralized Information Sharing Solution process of law.

for Insurance Industry (CISSH)- A
Memorandum of Understanding (MoU) was Conclusion
I:?)Crliléztﬁiisb%:lgeen?vﬁgrz bﬁé\gﬁﬁ nir;[zjr;rr‘;lga;ﬁgEasy liquidity conditions in money market were
. . observed during FY2017 due to
the Central Depository Company of Pakistan on
July 28, 2016. It is envisaged that this reform
will  bring substantial improvement in
underwriting and will encourage health
competitive environment in health insurance

business.

macroeconomic  stability, = accommodative
monetary policy, net retirement of government
borrowing to scheduled banks and increase in
bank deposits. Historic low interest rate and
ongoing stability in money market were the
main instruments for private sector credit

Draft Credit and Suretyship (Conduct of expansion. A welcome development is the
Business) Rules, 2016- In order to bring a gradual rise in net credit disbursement for all
mechanism for regulaton of credit and type of finance during first nine months of CFY
suretyship business by insurance companies2017 including (fixed investment, working

the SECP has formulated the Draft Credit andcapital and trade finance) which suggests
Suretyship (Conduct of Business) Rules, 2016/ncreasing economic activities.




