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ISLAMABAD: Prime Minister Imran Khan’s
government faces mounting pressure as rising
prices and tough austerity policies under Pak-
istan’s latest bailout from the International Mon-
etary Fund are squeezing the middle class that
helped carry it to power.

Rashid Mehmood owns a small shop selling
children’s clothing in Aabpara, the oldest market
in the capital, Islamabad. He says he has faced a
critical decline in sales over the past year, point-
ing to Khan’s election last August.

The last six months had been “particularly
harsh”, he said. “Do you see any customers com-
ing into my store?” he asked as he stood in his
empty shop, decorated with brightly colored
leggings and dresses.

He said had not made a sale in a week. In nor-
mal times, Mehmood’s store serves the kind of
middle-class shoppers who in recent years have
been behind an import-led consumption splurge
that propped up growth and helped hide the
problems of an economy riddled with ineffi-
ciency and without a strong export base. Fed by
low interest rates, heavy borrowing and an over-
valued rupee currency that, for a time at least,
allowed imports to pour in, consumption gave an
illusion of growth that has now been replaced by
a severe economic hangover. Like so many of its
predecessors, Khan’s government, which came
to power vowing to root out corruption and cre-
ate millions of jobs, has been forced to turn to
the IMF to prevent a balance-of-payments crisis
as the money runs out.

Economic growth, which reached 5.5 percent
in the fiscal year to June 2018, is expected to
slow to 2.4 percent this financial year, according
to IMF estimates, barely enough to keep pace

with the growth in a population that now num-
bers 208 million. The rupee has lost about a
quarter of its value in a slide that has driven up
fuel costs and helped push a relentless increase
in prices for food and other necessities.

The central bank, which this week raised in-
terest rates to 13.25 percent, expects inflation to
average as much as 12 percent this year. As ever,
the poorest have been hit hardest. But the
squeeze on middle-income households poses a
special challenge for Khan, who has enjoyed
wide support among an urban middle class that
has grown over the past two decades as poverty
levels have come down from two thirds of the
population to about a quarter.

Further along in Aabpara market, Abida Jahan
has come with her family from Haripur town, a
couple of hours drive away, after the food-pro-
cessing factory her husband worked in was shut
down. They are looking for a gift to celebrate
their daughter’s 13th birthday. However, the
surge in prices has meant that they will likely go
home empty handed. “This is the same govern-
ment that promised to decrease oil prices to 45
rupees,” says Abida’s husband, recalling that
Khan’s PTI party had promised to halve the
price of fuel and build a new welfare state.

Shopping malls 
Pakistan’s growing middle class has helped

reshape its urban landscape, symbolizing a
promise of upward mobility. Shopping malls
with foreign retail brands and fast-food fran-
chises have proliferated in recent years, serving
a middle class who “define themselves by what
they can buy and where they can eat”, says Am-
mara Maqsood, author of The New Pakistani

Middle Class. In the first decade of the century,
economic growth fuelled by privatization led
families to a new prosperity marked by their
ability to buy a motorbike, rent a home or send
their children to private school. Now businesses
supplying consumers with everything from mo-
bile phones to clothing, motorbikes and cars
bought on hire purchase are feeling the squeeze.

“It’s a multiple effect,” said Fatima Azim, chief
executive of Azim Motors, which has a joint ven-
ture with Japanese car maker Suzuki Motors
supplying small cars and motorbikes to mainly
lower-middle-class customers. “Income has not
increased at all so no matter what, if they are
going to a shopping mall or wherever, they are
being affected,” she said. — Reuters

Pakistan’s austerity policies under
IMF bailout send prices soaring

Price squeeze hits middle class as well as poor

KARACHI: Pakistani workers stitch cloths at a garment factory in Karachi. The International
Monetary Fund approved a $6 billion, three-year loan for Pakistan to help right the South
Asian nation’s economy. — AFP

France to search 
for European 
candidate to 
head IMF
CHANTILLY: French Finance Minister Bruno Le Maire
is to lead talks on finding a single European candidate
to succeed Christine Lagarde as head of the Interna-
tional Monetary Fund (IMF), sources said yesterday.
The post of IMF managing director, which by conven-
tion goes to a European, became vacant after Lagarde
was tapped by EU leaders to head the European Cen-
tral Bank.

Finance ministers of the four European members of
the G7 — Germany, France, Britain and Italy-met infor-
mally on the sidelines of the meeting of the most devel-
oped nations in Chantilly outside Paris to discuss the
issue. Sources said after the meeting that the names of
several candidates had been floated but no kind of se-
lection had been made.

“We agreed that it was important one European
name was put forward. A number of names were infor-
mally discussed but no short list was established,” a Eu-
ropean official, who asked not to be named, said.

‘Impartial role’ 
At the same time, the British, Italian and German min-

isters agreed that Le Maire, whose country currently
leads the G7, should head informal discussions with all
European countries to “foster a consensus” around a
single name, the official added. “The objective remains
to agree on one European name by the end of the
month.” Le Maire has insisted that he is not interested
in the job himself and wants to play a completely impar-
tial role in the search.

“Bruno Le Maire does not have a preferred candi-
date and France will play its coordination role impar-
tially,” said a French official, who asked not to be named.

Several high-profile names have already been floated
as possible successors to Lagarde who has steered the
IMF since 2011. They include the Canadian-born Bank
of England governor Mark Carney, who holds Canadian,
British and Irish nationality, and former British finance
minister George Osborne, who is now editor of the Lon-
don Evening Standard newspaper. Also in the frame are
EU finance commissioner Pierre Moscovici of France
and former finance minister Jeroen Dijsselbloem of the
Netherlands as well as Spanish Economy Minister
Nadia Calvino.

The IMF board tapped Lagarde’s number two,
American David Lipton, to serve as interim managing
director, but by tradition a European always leads the
fund while an American runs its sister institution, the
World Bank.  — AFP

Indonesia cuts interest rates 
in bid to boost growth
JAKARTA: Indonesia cut interest rates for the first time in nearly two years yes-
terday as Southeast Asia’s largest economy seeks to boost growth. Bank In-
donesia (BI) trimmed the key lending rate 25 basis points to 5.75 percent, a
decision made ahead of an anticipated rate cut by the US Federal Reserve later
this month.

“The policy was taken as we estimate inflation will remain low and we need
to maintain the momentum for economic growth,” Bank Indonesia governor
Perry Warjiyo said. BI also lowered its deposit and lending facilities rates by 25
basis points to 6.5 percent and 5 percent respectively.

Indonesia’s economy grew 5.07 percent in the first quarter from a year ear-
lier, amid softening prices for key commodities-including palm oil and coal-and
an ongoing trade war between the US and China. Warjiyo said although global
uncertainty was improving, the bank was ready for prolonged tensions between
Beijing and Washington.

“Bank Indonesia still sees room for accommodative monetary policies,” he
said. Looking ahead, the slowing economy and muted inflation could lead to
more cuts, economists said. “But the uncertain outlook for the currency means
that this is unlikely to be the beginning of a prolonged easing cycle,” said Gareth
Leather, Asia economist from Capital Economics. The country has been
wrestling with a weak rupiah, dented by a selloff in emerging-market currencies
that saw the unit slump to levels last seen during the Asian financial crisis 20
years ago. — AFP


