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ISLAMABAD: The current years are a period of optimism
for Pakistan’s economy, which is home to tremendous
opportunities due to its favorable foreign investment with
growing market demand for industrial production and the
status of reasonable economic conditions.

With the advent of the China Pakistan Economic
Corridor (CPEC) project, Gawadar Port, Generalised System
of Preferences (GSP) Plus status and the GCC opportuni-
ties, Pakistan’s current volume of trade is prospectively tar-
geting up to $350 billion by year 2020.

The economic strength of a nation is the sole factor
significantly recognized as main source of international
stature. Likewise, the economic progress is the main
source of any nations’ endurance in the era of globaliza-
tion that guarantees nations survival and prestige while
interacting with other nations of the world. Right from its
inception, Pakistan has always been struggling with its
economic conditions and quite often, the country reached
significant levels of economic growth through its agro-
economy and the productivity through industrial develop-
ment.

Pakistan’s economy has remarkably continued to aug-
ment in the last two-year i.e. 2014-15, since the progressive
economic reforms of the current regime and security
measures have been great sources for the economic devel-
opment. Despite the factors of global economic fluctua-
tions, Pakistan’s national economic growth continued the
progression with a moderate pace; and the foresight of

strategic policies of the government having particular
regard for bringing up the structural and macroeconomic
reforms at the national level significantly proved fruitful. In
addition, during the aforementioned fiscal period, the
inflation rate previously 4.02 percent witnessed a signifi-
cant decline at the lowest levels of 3.49 percent, whereas,
the prevalent deficit also shrunk through the tapering
opportunity of globally-low oil prices that consequently
also contributed in the further affordability for the other
commodities essential for common masses in the day-to-
day life.

During the past two years, Pakistan’s GDP growth rate
increased from the past years and it slightly remained low
at the 4.2 percent than the set target of five percent, but
shows two successive years of increased growth than the
previous years of stagnancy. The comparative analysis
proves that Pakistan remained at the second place in
South Asia in terms of GDP growth. The grant of GSP Plus
status to Pakistan in 2013 by the European Union has so far
played a significant role in boosting the country’s stagnant
economy. The revival of the war-torn further affected at
the hands of natural calamities, Pakistan has benefited out
of the duty-free setup. This allowed Pakistan with 20 per-
cent goods export opportunity without any tariff, whereas
the rest is also passing through favored rate policies. Such
concessions comprise a list of more than 600 items rang-
ing from textile to agriculture and industrial production
means.

Positive direction
The spokesperson for Finance Ministry of Pakistan, Dr.

Shujat Ali told KUNA, “Pakistan’s economy witnessed higher
and broad based economic growth during the last two year
of the present government (2013-14 and 2014-15). The
growth above four percent in consecutive two year is
remarkable at time when most emerging economies are
facing much slower economic growth.” He further said that
economic indicators are moving in positive direction with
the world rating agencies, like S and P, Moody’s and Fitch
have upgraded Pakistan rating. GSP Plus status is helping
Pakistan’s exports. Pakistan’s exports to EU have increased
from $6.21 billion during 2013 to $7.54 billion in 2014; an
increase of $1.32 billion in one year.  External sector has
become much more stable on the back of a robust growth
in worker remittances and strong reserve position and sta-
ble exchange rate. The policy rate is at 42 year low level and
helping in credit expansion to private sector which bode
well for continued economic activity and brighter future
outlook, said the spokesperson. This indicated a stable
advancement in terms of economic position. However, the
constant energy crisis and the natural calamities remained
main reasons to lack behind the set targets. These factors of
production shortages obstructed between the industrial
production and the external demands where the persisting
efforts are still essentially required to sustain the conditions
and overcome the hindrances that cause setbacks in the for-
eign investment opportunities.—KUNA

A period of optimism for Pakistan’s economy

LONDON: When Barclays Plc sold a fund management business to US
financial group Blackrock Inc. in 2009, the larger-than-expected $15.2
billion price tag was not the only good news for the British bank’s
investors. The way Barclays structured the sale-by booking part of the
proceeds in Luxembourg-allowed it to do something not possible
under most tax systems: generate a tax loss from a tax-exempt trans-
action, a Reuters analysis of previously unreported company filings
and statements shows.

The move has helped Barclays to earn billions of dollars almost tax
free. The entirely legal deal is the latest example of the ways in which
some companies are able to benefit from tax regimes that regulators
around the world are trying to crack down on so they can raise more
tax revenue at home. The small European state of Luxembourg is
among those coming under scrutiny for its tax regime that local
authorities and lawyers say is a legitimate way to attract business.

Barclays’ tax loss was made possible because it sold its Barclays
Global Investors (BGI) business tax free in Britain, but had part of the
sale proceeds — $9 billion in Blackrock shares - paid to a subsidiary in
Luxembourg. That way, Barclays was able to offset the risk of the
shares losing value, something not normally possible in a tax-free
deal. A rise would have netted Barclays profits. When instead the
shares fell, Barclays used the loss to claim a tax deduction in
Luxembourg that was not available in the UK.

Barclays’ subsidiary in Luxembourg, one of Europe’s smallest
states with just half a million people, lost $2.6 billion when the
Blackrock shares fell, but has earned almost double the amount virtu-
ally tax free since 2012, partly by offsetting some of the Blackrock loss.

Barclays spokeswoman Candice MacDonald said the structure of
the BGI sale was not aimed at securing a tax reduction but intended
to secure a simpler and more certain tax treatment and avoid volatility
in the bank’s regulatory capital. Blackrock declined comment. Tax
advisers say there is nothing wrong with companies organising their
affairs to take advantage of generous tax treatments offered by differ-
ent countries. “It would be very odd to criticise that or say it’s inappro-
priate,” said Neal Todd, tax partner at Berwin Leighton Paisner. “If gov-
ernments aren’t happy with the law, they should change it.”

TAILS YOU DON’T LOSE
The European Commission is investigating whether Luxembourg

has broken EU rules by not applying its tax rules appropriately, offer-
ing companies an unfair tax advantage. Last year it said the state did
break those rules in a deal with carmaker Fiat. The Grand Duchy, a
founder member of the bloc, says it is making itself an attractive finan-
cial centre using only legitimate means.

Barclays is not part of the EU investigation, since the structure of
the BGI sale involves using an unusual law in a straightforward man-
ner rather than any inappropriate interpretation of the rules.

The bank is one of hundreds of companies which lawyers say have
benefited from Luxembourg’s little-known ‘Heads you win, tails you
don’t lose’ tax treatment of significant shareholdings which Reuters
reported on in 2013. The treatment runs counter to the symmetry
principle fundamental to most tax systems: where profits are taxable,
losses are tax deductible, but if a gain or income is tax-exempt, corre-
sponding losses cannot reduce tax on other income.

What some politicians say sets Barclays apart is that, like all UK
banks, it got significant support from taxpayers during the financial
crisis. The government offered more than £600 billion in credit to the
banking sector through support schemes and bought stakes in some
banks, enabling them to pay their debts to others like Barclays.

Campaigners like Molly Scott Cato, member of the European
Parliament for the Green Party, say this makes Barclays’ tax savings
unacceptable. “They should have greater social responsibility after the
financial crisis that we are all still paying for,” she said.

She also said the Grand Duchy’s tax rules should not deviate from
international norms like the symmetry principle and help companies
shift profits and losses. “It is creating an uneven playing field,” she
said. The Luxembourg Ministry of Finance did not respond to requests
for comment but has previously denied using tax rules to unfairly
attract investment and jobs.—Reuters

Gold hits 7-wk
high, silver shines

as dollar slides
LONDON: Gold hit a seven-week peak yesterday and silver
its highest since January last year as the Bank of Japan’s
decision the previous day to hold off expanding monetary
stimulus weighed on stock markets and the dollar. The US
currency posted its biggest daily loss against the yen in
more than five years after the BoJ decision, and fell another
0.3 percent against a currency basket on Friday. That lifted
precious metals, which are priced in dollars. Spot gold was
up 0.9 percent at $1,277.61 an ounce at 1130 GMT, having
earlier peaked at $1,280.60. US gold futures for June deliv-
ery were up $13.60 an ounce at $1,280.00.

For the week, the metal is up 3.5 percent in what would
be its biggest weekly rise since the week ended Feb 12. The
Federal Reserve’s decision on Wednesday to leave interest
rates unchanged also supported bullion. The Fed kept the
door open to an increase in June, but showed little sign it
was in a hurry to tighten monetary policy.

“Investors’ confidence is in jeopardy after the Bank of
Japan’s decision, and further fuel has been added by US
corporate earnings,” Ava Trade’s chief market strategist
Naeem Aslam said. “The FOMC statement released earlier
has not supported sentiment, and all these elements have
added to one thing - risk off trade. Hence we are experienc-
ing this surge in the gold price. The next level of 1,300 is
very much reality now.”

Gold is highly sensitive to rising interest rates, which lift
the opportunity cost of holding non-yielding bullion, while
boosting the dollar, in which it is priced. US data on
Thursday supported views the Fed will take a cautious
stance in raising rates this year. The US economy grew its
slowest pace in two years in the first quarter. Silver was up
1.4 percent at $17.78 an ounce. The metal has risen 15 per-
cent this month and is on track for its biggest monthly rise
since August 2013, as it plays catch-up after lagging gold
during its first-quarter surge.

“(Thursday’s rally in silver) rounds off four consecutive
sessions of higher highs and higher lows, which reinforces
our bullish view for the metal,” ScotiaMocatta said in a note.

The gold/silver ratio, which measures the number of sil-
ver ounces needed to buy an ounce of gold, fell to a six-
month low yesterday of 71.8, down from 81.3 at the start of
the month. Platinum was up 1.6 percent at $1,061.66 an
ounce, off an earlier 10-month high of $1,066.26, while pal-
ladium was up 0.9 percent at $626.50 an ounce. —  Reuters 

How Barclays Plc turned a 
$10bn profit into tax loss 

Move helped Barclays to earn billions of dollars 

LONDON: The logo hangs on a branch of Barclays Bank in
London. — AP


