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EDITO

A Trillion Dollar Economy

For much of the past decade, Pakistan's
economic story has been a cautionary tale.
Chronic fiscal deficits, a yawning current
account gap, currency depreciation, and
overreliance on external borrowing
produced a cycle of instability. International
lenders became perennial visitors; reform
promises were plentiful, but delivery was
piecemeal. Investors, both domestic and
foreign, learned to treat optimism about
Pakistan's prospects with a pinch of salt.

Today, however, a different narrative is
emerging—still nascent and fragile, but far
more credible than before. Pakistan's
economy is not merely stabilising; it is laying
structural foundations that, if sustained,
could propel it towards joining the trillion-
dollar economies within two decades.

The recovery is neither accidental nor purely
cyclical. It rests on three bloodlines of
renewal: monetary discipline, export-led
growth, and digital transformation.

First, the fiscal and monetary tightening of
the past 18 months is bearing fruit. Inflation,
once in the high twenties, is easing into the
low teens. The central bank has resisted
premature rate cuts, maintaining credibility
with global markets. The currency, though
not immune to shocks, has stabilised within
a predictable band, giving businesses rare
certainty for planning and investment. Public
finances are inching towards sustainability as
tax collection reaches record highs, aided by
digitised compliance systems that shrink the
informal economy's fiscal black hole.

Second, Pakistan's export machine—long
stuck in low-value textiles—is diversifying
into higher-margin sectors. Information
technology services have emerged as a star
performer, with annual exports crossing $3
billion and ambitious targets to quadruple by
2030. Agribusiness, benefitting from
improved irrigation and mechanisation, is
boosting yields in wheat, rice, and
horticulture. Renewable energy
infrastructure is fostering a domestic
manufacturing base for solar components,
with potential to serve regional demand.
Crucially, incentives are shifting away from
consumption-heavy imports towards value-
added production—a sign of a maturing
mindset.

The third, and potentially most
transformative, pillar is the march towards a
cashless, digitally inclusive economy. Two-
thirds of Pakistan's population is under 30,
and they have embraced mobile wallets, QR
payments, and instant transfers with speed.
The central bank's Raast platform has
democratised digital transactions, bringing
millions of unbanked citizens into the
financial system. This creates credit histories
for micro-entrepreneurs, expands the tax
base, and reduces leakage of public
subsidies. Lower transaction costs also help
start-ups and small businesses enter the
formal economy.

The ambition of making Islamabad the first
“cashless capital” is more than a gimmick; it
signals to investors that Pakistan is ready to
leapfrog legacy banking systems and
embrace fintech-led growth. International
venture capital is returning—betting that a
digitally empowered Pakistan could mirror
Indonesia or Vietnam, where smartphone

penetration fuelled a start-up boom and
lifted GDP growth.

Yet, it would be premature to declare victory.
The path to a trillion-dollar economy is
fraught with hazards that have historically
derailed growth. Energy inefficiencies remain
a fiscal drag; circular debt exceeds $2 billion
and demands restructuring. Export
diversification is still embryonic, vulnerable
to policy reversals and global commodity
shocks. Political volatility—Pakistan's
perennial Achilles heel—could erode investor
confidence if reform consensus falters. Rural
connectivity gaps risk creating a two-speed
economy, with prosperity in some areas and
deprivation in others.

To cross the trillion-dollar threshold, Pakistan
must maintain GDP growth of 6-7% for a
sustained period. This requires fiscal
prudence, but also deep investment in
human capital. Education outcomes,
particularly in STEM fields, must improve to
seize opportunities in the global digital
economy. Infrastructure, both physical and
digital, must keep pace with urbanisation.
Trade diplomacy must be retooled to secure
market access beyond traditional Gulf and
Western blocs—Southeast Asia and Africa
offer underexplored opportunities.

There is, however, a tailwind: the
demographic dividend. The same youth
bulge that has strained job markets could,
with the right policies, become an engine of
consumption and innovation. Digital
inclusion amplifies this, enabling young
Pakistanis to bypass traditional gatekeepers
and plug directly into global
markets—whether by exporting software,
offering remote services, or building e-
commerce platforms.

Global capital is also re-evaluating its risk
appetite in a multipolar world. As Western
and Gulf investors look for emerging markets
with scale, strategic location, and improving
governance, Pakistan's pitch is improving. Its
geography—linking South Asia, Central Asia,
and the Middle East—gives it trade and
energy transit potential that few peers can
match. CPEC's next phase, if managed
prudently, could integrate Pakistan into
regional supply chains while upgrading
infrastructure.

A trillion-dollar economy will not be built on
aspiration alone. It demands disciplined
policy execution, political maturity, and
resilience against shocks—natural, financial,
or geopolitical. The current moment offers
Pakistan a rare alignment of macroeconomic
stability, structural reform momentum, and
digital transformation. Squandering it would
consign the country to another boom-bust
cycle. Sustaining it could finally allow
Pakistan to break free and join the ranks of
economies that set their own terms in the
global marketplace.

For now, optimism must remain cautious.
But if the country can keep its economic
bloodlines—fiscal stability, productive
exports, and financial inclusion—flowing
robustly, the trillion-dollar dream will inch
closer to reality. For a nation long defined by
crises, that would be nothing short of
transformative.

- Editor
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Prime Minister
Mr. Shehbaz Sharif

on the occasion of 78th Independence Day | \

of Islamic Republic of Pakistan

Today, with gratitude to Almighty Allah, | extend my
heartfelt felicitations to the nation on the 78th
Independence Day of Pakistan.

| pay tribute to Father of the Nation, Quaid-i-Azam
Muhammad Ali Jinnah, and the Thinker of Pakistan,
Allama Muhammad Igbal, who along with other resolute
leaders and workers of the Independence Movement
united the nation under one vision, one mission and one
goal. Their relentless efforts changed the course of the
history with the establishment of an independent,
ideological state, thus realizing a seemingly impossible
dream into a reality.

The past 78 years tells a tale of resilience, strong faith
and a hope of a bright future when as a nation, we
braved several difficult challenges. Despite this,
Pakistan achieved a series of milestones of success and
achievements in every field. From economy to sports
and defence to information technology, Pakistanis with
their unparalleled determination and courage have
written exemplary chapters of knowledge and skills.

Pakistan's great victory in Maarka-i-Haqg during the war
imposed by India on 6-10th May 2025 has not only
increased the significance of freedom, but has also
enliven a new ambition and enthusiasm in the hearts of
Pakistan, which has amplified the joy and celebrations
of the Independence Day.

With the blessings of Almighty Allah, our brave armed
forces in their fight against India revived their past
glory and shattered the false pride of enemy by acting
as a Bunyan um Marsoos - a solid fortified wall. The
military capability, valour and faith of our brave soldiers
and air warriors forced the enemy to kneel down. We
pay tribute to the martyrs who sacrificed their lives for
the sake of our freedom and offer prayers for the
elevation of their ranks in eternal life.

It was not merely a military conquest, but also the
victory of the validation of a Two-Nation Theory, which

www.economicaffairs.com.pk

is the foundation of &ar homeland. With same
passion, we stand vigilant to defend and safeguard our
national interests including water resources. ;‘%F

While expressing our resolve to protect Pakistan's
sovereignty, we as a peaceful nation, reiterate our belief
in the principles of peaceful coexistence and resolving
the regional and global issues through dialogue and
diplomacy. India also needs to demonstrate the same
will for the resolution of all disputes, including the
Jammu and Kashmir dispute.

Our government has given priority to the welfare of
common man. A prominent step in this regard is a
significant cut in the rates of electricity, which has
provided an across the board relief to the general
public and industries. As a Prime Minister, | particularly
express my commitment that the government is
utilizing all resources to make the country effectively
meet the new economic, industrial technological
demands of the present era.

Apart from these policies and programmes, the main
source of strength behind the progress of Pakistan is
our unity. Like military prowess, a strong and stable
economy is also inevitable for an impregnable national
defence and sovereignty, for which we all need to
demonstrate the spirit of Maarka-i-Hag and the
Pakistan Movement.

On this occasion, | want to extend my sincere invitation
to all political parties and segments of the society to
join hands with us in strengthening our resolve to
safeguard national interests. In this way, we can unitedly
and collectively make our nation successful and prosper
to help realize the dream of our forefathers and
martyrs, which they had envisioned in the form of
establishment of Pakistan.

Muhammad Shehbaz Sharif

Prime Minister
Islamic Republic of Pakistan
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A PARTNERSHIP
FOR PROSPERITY

At the giant Reko Diq project, Barrick is working with the Governments of Pakistan and
Balochistan to build one of the world's greatest copper and gold mines — a powerful
engine which will drive economic growth for Balochistan and the entire country. First
production is scheduled for late 2028 but already the project's communities are
benefiting from Barrick's investment in their social and economic development. The
mine’s ability to generate real value for all its stakeholders extends far into the future.

HAPPY INDEPENDENCE DAY

L
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alBa rakaoo
Bank

VIS Credit Rating Company
has upgraded the entity LONG TERM CREDIT RATING of

Al Baraka Bank (Pakistan) Limited
to AA- and maintained SHORT TERM RATING of A1 with
stable outlook.

111-113-442 | www.albaraka.com.pk
£ AlBarakaPakistan  [@) albaraka_bank_pakistan  [f}) al-baraka-bank-pakistan



INTERVIEW

AN EXCLUSIVE
INTERVIEW WITH

mr Hakan Ergen

Vice President, Coca-Cola Eurasia & Middle East for Public Affairs,
Communication & Sustainability

By: Sohail Chaudhry

Mr. Hakan is a transformative growth leader with
global and broad experience in general
management, operations, marketing, and
innovation within the FMCG and Pharma sectors.
His career spans over 25 years of P&L leadership
and growth across multiple countries in Northern
Europe, Middle East, Africa, Turkey, CCAR and
Pakistan, at Johnson & Johnson and Procter &
Gamble.

Most recently, he was serving as Head of Nordics
and Board Member of Northern Europe at
Johnson & Johnson Consumer Health/Kenvue. As
a seasoned leader, Hakan has a proven track
record of breakthroughs in public affairs and
stakeholder management. He served as a judge
for the STEAMEduHack European Finals in 2021,
was the founding Vice President of the American
Turkish Business Development Council, and a
Board Member of Am-Cham Turkey.

With a strong commitment to sustainability,
Hakan has spearheaded initiatives that drive
economic, social, and environmental progress
within global brands. Notably, he chaired the Self
Care Companies Association at LIF Sweden,
where he focused on developing sustainable
practices and engaging retailers and suppliers in
shaping industry standards.

Pakistan is
moving in the
right direction
and is well-
positioned to
become a
competitive
global economy.
Consistency and
transparency in
economic
policies,
particularly in
taxation and
regulation are
vital to attracting
foreign
iInvestment.
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What is your view on the currently evolving economic
and political outlook of Pakistan?

This year the resilient nation of Pakistan will proudly
celebrate its 78th Independence Day. On this occasion, |
would like to congratulate the Pakistani government and
local business community for seamlessly navigating
through the past challenging years.

The coordinated efforts of the political leadership, Prime
Minister’s Office, Special Investment Facilitation Council,
FBR, Ministry of Finance, Ministry of Climate Change and
other key institutions are setting a positive direction.
Sustaining these policy reforms will be crucial in rebuilding
investor confidence and unlocking long-term economic
potential.

Pakistan is moving in the right direction and is well-
positioned to become a competitive global economy.
Consistency and transparency in economic policies,
particularly in taxation and regulation are vital to
attracting foreign investment. We anticipate positive
improvement towards renewing investor's confidence,
expanding the tax base, digitizing revenue collection, and
strengthening a business-friendly environment.

Trger
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Sustainability
Isn't just a
slogan at
Coca-Cola; it's
the core of our
global and
local strategy
to refresh the
world and
make a
measurable
Impact.

What do you see as the key
risks and opportunities in
Pakistan’s business
landscape, particularly in
regards to the beverage
industry?

Pakistan presents a
substantial and rapidly
growing market, driven by its
significant demographic
dividend, a youth-dominated
population with over 60%
under 30 years of age. This
offers immense potential for
innovation, entrepreneurship,
and workforce development,
further supported by
responsive and
accommodating regulatory
authorities.

Diving deeper, the formal
beverage sector is facing
inequitable taxation
including Federal Excise
Duty (FED) which has led to
an uneven playing field while
it is one of the highest
contributors to the national
exchequer.

Take the example of the
Federal Excise Duty (FED)
that is levied on formal
beverage industry but
informal and counterfeit
have been evading it.

This is detrimental not only
to national revenue but also
to the formal industry itself.
General corporate tax and
sales tax are in addition to
that.

In 2023, a 7% increase in the
FED on the beverage
industry, totaling to 20%,

resulted in a substantial
decline in sales volume. This
outcome is neither
encouraging for investors
nor effective in achieving the
exchequer's revenue goals.

The informal sector often
offers unhealthy, low-quality
substitutes, to which
consumers are then forced
to switch further
compromising public health.
These brands are on the rise
due to low prices.

Encouragingly, provincial
Food Authorities are
proactively addressing this
issue by targeting illegal and
counterfeit channels. These
operations not only curb
unregistered trade but also
protect consumer health
from sub-standard
beverages.

A more transparent,
efficient, and pro-growth
taxation regime is crucial.
Such a regime would
incentivize increased
investment in formal sectors
across all industries, while
effectively discouraging the
counterfeit, illegal, and
informal segments of the
economy that currently
evade national tax revenue.

We truly want the whole
beverage sector to grow but
in a fair manner, where
players which are currently
out of the tax net are subject
to and pay equal tax as the
formally organized beverage
companies.
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