
NUSA DUA, Indonesia: The International Mone-
tary Fund launched formal bailout talks with Pak-
istan yesterday, and IMF managing director
Christine Lagarde said she would require “absolute
transparency” of Pakistan’s debts, including those
owed to China. She said such disclosures were
necessary to determine the debt sustainability of
countries seeking IMF loans. The requirements are
likely to shine a spotlight on the extent, composi-
tion and terms of Pakistan’s debts to China for in-
frastructure projects as part of Beijing’s massive
Belt and Road building program.

China has pledged
some $60 billion in fi-
nancing to Pakistan for
ports, railways and roads,
but rising debt levels have
caused Islamabad to cut
the size of the biggest Belt
and Road project by some
$2 billion. “In whatever
work we do, we need to
have a complete under-
standing and absolute transparency about the na-
ture, size, and terms of the debt that is bearing on a
particular country,” Lagarde told a news confer-
ence when asked about Pakistan’s debts to China.

The United States has criticized China’s infra-
structure lending, warning that it has saddled some
developing countries with debts that they cannot
afford to repay. US Secretary of State Mike Pom-
peo has said there would be “no rationale” for an
IMF bailout of Pakistan that pays off Chinese loans.

The United States has become increasingly impa-
tient with what it sees as a lack of support from nu-
clear-armed Pakistan in quelling a Taleban
insurgency that US-led forces are fighting in
neighboring Afghanistan.

Lagarde said that the IMF would need to know
the extent and composition of the country’s debt,
including sovereign debt and state-owned enter-
prise debt, “so that we can actually really appreci-
ate and determine the debt sustainability of that
country, if and when we consider a program,” she
added. Lagarde said in a statement that Pakistan

requested IMF assistance
during a meeting with
Pakistani Finance Minister
Asad Umar and central
bank governor Tarik
Bajwa on the sidelines of
the IMF and World Bank
annual meetings in Bali.

“An IMF team will visit
Islamabad in the coming
weeks to initiate discus-

sions for a possible IMF-supported economic pro-
gram,” Lagarde said. “We look forward to our
continuing partnership.” The formal request follows
an apparent 7 percent devaluation of the Pakistani
rupee by the central bank on Tuesday, after Pak-
istani President Imran Khan announced it would
seek financial assistance to ease a mounting bal-
ance of payments crisis. If a package is agreed, it
would be Pakistan’s 13th IMF bailout since 1988.
The Fund lent Islamabad $6.7 billion in 2013.

Debt restructuring
A Pakistani minister told Reuters in Islam-

abad on Wednesday that the government was
considering options, including the possible re-
structuring of some foreign loans. “It’s in very
initial stages, the negotiations haven’t started
or matured yet, but this is something that we
may look towards,” Muhammad Hammad Azhar,
State Minister for Revenue, said. Donors have
warned Pakistan that its budget deficit, which
hit 6.6 percent of the GDP in the year to end of

June, was unsustainable.
“We do have extremely high deficits,” Azhar

said. “Unless we restructure the debt the burden
will mount.” In the past year, Pakistan has bor-
rowed billions of dollars from China to boost its
foreign currency reserves, with the money spent
defending an overvalued local currency. This is on
top of money pledged for Belt and Road projects.
Azhar said Chinese projects should proceed as
planned as the government views the infrastructure
was vital to stimulating growth. —Reuters
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Islamabad ISLAMABAD: Pakistani laborers load sacks of potatoes on a truck at a fruit and vegetable market in
Islamabad. —AFP

US sanctions 
begin to 
distort Iran’s 
economy 
DUBAI: Tomato paste is not the most obvious
economic indicator, but in Iran, where it is a sta-
ple that some people have started panic-buying,
it says a lot about the impact of renewed US
sanctions. While Iran makes its own paste from
an abundant crop of locally grown tomatoes,
sanctions reimposed by U.S. President Donald
Trump since August have played havoc with
supply. A 70 percent slide in the rial this year
has prompted a scramble for foreign currency
that has made exports much more valuable in
local terms than selling produce at home.

Some shops are limiting purchases of tomato
paste, which is used in many Persian dishes, and
some lines have sold out as people buy up ex-
isting stock. The government has responded by
banning tomato exports, one of a raft of inter-
ventions to try to limit economic instability that
has fuelled public protests and criticism of the

government this year. But the tomato policy is
not working. An industry representative said
tomatoes were being smuggled abroad.

“We have heard that trucks full of tomatoes
are still leaving the country, especially to Iraq,”
Mohammad Mir-Razavi, head of the Syndicate
of Canning Industry, said by telephone. “They
put boxes of greenhouse tomatoes on top and
hide normal tomatoes at the bottom,” he said,
referring to an exemption for hot-house grown
tomatoes that left a loophole. It is one of many
ways in which the sanctions are hurting ordinary
Iranians while benefiting those with access to
hard currency. Washington reintroduced steps
against Iran’s currency trade, metals and auto
sectors in August after the US withdrawal from
a deal that lifted sanctions in return for limits on
Iran’s nuclear program. Trump said the deal was
not strict enough. With US curbs on Iran’s oil
exports set to come into force next month, some
Iranians fear their country is entering an eco-
nomic slump that may prove worse than the pe-
riod from 2012 to 2015, when it last faced major
sanctions.

“There is an emerging consensus that the
economy will go through a period of austerity
similar to that recorded during the Iran-Iraq
war,” said Mehrdad Emadi, an Iranian economist
who heads energy risk analysis at London’s Be-
tamatrix consultancy. —Reuters

Lagarde calls for 
Italian ‘discipline’ 
on budget
NUSA DUA, Indonesia: IMF chief Christine
Lagarde said yesterday that Italy must abide
by EU budgetary norms on fiscal discipline
amid concerns the country’s 2019 spending
could exacerbate its financial problems. “I
will remind all of us that, when you are a
member of a club and you decide to stay in
that club... then you play by the rules of the
club,” Lagarde said at the International Mon-
etary Fund’s annual meetings in Bali. “When
it comes to financial affairs, that certainly ap-
plies to the Italian commitment in terms of
fiscal discipline.”

European Commissioner for Economic
Affairs Pierre Moscovici echoed concerns
about Italy’s spending plans. “It’s a budget
that risks deviating significantly from Euro-
pean norms,” he told AFP in an interview at
the IMF meetings. He added that there were
“two pitfalls” to avoid: a clash between Rome
and Brussels over spending and any member
state ignoring accepted norms. “Italy is at
the heart of the eurozone,” Moscovici said.
“It is in the eurozone’s interest that Italy be
strong and it’s in Italy’s interest to be a na-

tion that respects common rules.”
The Italian government insisted on

Wednesday that it would stick to budget
forecasts despite a jump in borrowing costs
sparked by nervous bond investors, and con-
cerns over the numbers underlying its spend-
ing plan. Late Tuesday, the Italian
parliament’s budget office (UPB), which is
charged with verifying whether the govern-
ment’s spending and revenue plans meet EU
limits, rejected the forecasts used in the 2019
budget as too optimistic.

The government bases its budget on 1.5
percent growth, while the UPB expects growth
to reach between 1.1 and 1.3 percent, and the
International Monetary Fund only sees an ex-
pansion of around 1.0 percent. Slower growth
than forecast would translate into less revenue
for the government, resulting in a higher-than-
planned deficit, in turn raising concerns at EU
headquarters. Lagarde expressed hope that
questions over the budget can be ironed out.

“So I think the time when the Italian au-
thorities actually submit their budget, that will
give the European Commission and their part-
ners a time to assess exactly the journey be-
tween the rhetoric and the actual numbers,”
she told a press briefing on the Indonesian re-
sort island, where the IMF and World Bank are
holding annual talks. “It opens a period of, I
hope, dialogue which will bring everybody
back to the rules of the game and how the club
is functioning.” —AFP
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