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Bordering Indiq, Iran, Afghanistan and China, Pakistan is home to 165 million people and is on course to become a diversified market economy driven by the private sector
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Economic stability and growth
bode well for the future

Strong economic fundamentals and ongoing reforms are grounds for investor confidence

One of the world’s largest nations
by population, and a key strategic
ally of the United States in the war
on terror, Pakistan is among the
most rapidly expanding economies
in the Asian region.

The political uncertainty that
has put the country in the inter-
national spotlight since the be-
ginning of November contrasts
with a prolonged period of stabil-
ityand growth that has raised pros-
perity, attracted international
investors, and highlighted Pak-
istan’s economic potential.

Wide-ranging structural re-
forms have been carried outinal-
most every sector over the last
seven years, transforming what
was formerly a socialist system
based on state ownership into a
resurgent market economy. Sound
policies have established strong
macroeconomic fundamentals,
removed obstacles to private sec-
tor development, and improved
the investment climate.

The World Bank has named
Pakistan the top reformer in the
region, and the number 10 re-
former globally. An Internation-

al Monetary Fund (IMF) mission
to the country concluded in Sep-
tember that “the prospects for sus-
tained high growth in 2007-08 and
over the medium term remain fa-
vorable, as macroeconomic sta-
bility and market-oriented reforms
further take hold”

Islamabad’s decision to back the
war on terror after 9/11 has re-
sulted in a flow of billions of dol-
lars in economic assistance from
the United States and interna-
tional financial institutions like
the World Bank, the IMF, and the
Asian Development Bank.

Over the last four years annu-
al economic growth has averaged
7.5 percent, an impressive level of
economic momentum that has
been maintained despite extraor-
dinary shocks, such as the surge
in oil prices and the devastating
earthquake that struck the coun-
try in October 2005.

Investment and domestic con-
sumption have been the engines of
expansion. Leading the way is the
services sector, including transport
and telecommunication, whole-
saleand retail trade, financeand in-

surance, public administration, and
defense, which in 2006-07 grew by
8 percent. Agriculture, the largest
sector of the economy, grew by 5
percent, and industry, the second
largest, by almost 7 percent.
National savings increased no-
tably by more than 19 percent,
raising their contribution to GDP
to 18 percent, the highest in four

years. The ratio of investment to
GDP was at a record high of 23
percent, compared tojust 16 per-
cent in 2003/04.

Although the trade gap is widen-
ing, a record inflow of foreign re-
mittances from Pakistani workers
overseas has enabled the country
to build up foreign exchange re-
serves to an unprecedented level
of more than $16 billion—equiv-
alent to 31 weeks of imports—as
of the end of September.

Pakistan returned to interna-

tional capital markets in 2004, and
one of the strongest indications
of international confidence in its
long-term economic future came
in May this year, when Pakistan
floated a 10-year sovereign bond,
that was oversubscribed seven-
fold and raised $750 million. Par-
ticipation from the United States
was 35 percent, considerably high-
erthan the 19 percent U.S. uptake
on the previous year’s sovereign
bond.

International investor interest
has also been reflected in an en-
thusiastic response to the listing
through global depository receipts
of the Oil and Gas Development
Company Limited (OGDCL),
MCB bank, and United Bank on
the London Stock Exchange. The
buoyant mood has been further
heightened by a huge increase in
public sector investment—up by
over 31 percentin 2006/07 year, as
against 7 percent in 2005-06. This
has mostly been directed towards
improving the country’s physical
and human infrastructure.

Underlying Pakistan’s macro-
economic stability is discipline in

government spending. Fiscal deficit
has been reduced from an average
of 7 percent of gross domestic prod-
uctinthe 1990stoanaverage of 3.5
percentduring the last seven years.

The ratio of public debt to GDP,
which was an unacceptable 100
percentin 1999, is down to 53 per-
cent. External debt and liabilities
have been reduced to 26 percent
of GDP, compared to 50 percent
of GDP five years ago. This means
that, whereas 45 percent of gov-
ernment revenue used to go to
paying off interest payments on
debts, now there is more cash
available to invest in education,
health, and infrastructure.

Once the political turmoil of
recent weeks comes to an end,
investors will be able to refocus
on Pakistan’s undoubted long-
term potential. Whatever the
outcome of the elections sched-
uled for January, Pakistan is on
course to become a productive
and diversified market econo-
my, driven by the private sector,
and striving to meet the chal-
lenges and reap the opportuni-
ties of globalization.

Record rise in foreign investment

Access to huge markets at home and abroad offers the potential for high returns

Leading companies from all over
the world are investing in Pakistan
in sectors ranging from telecom-
munications, financial servicesand
energy to food and beverages. Ac-
cording to the government Board
of Investment, total foreign invest-
ment in Pakistan for the financial
year 2006-2007 was $8.4 billion.
That's an extraordinary 88 percent
increase on the same period the pre-
vious year, and the highest rise in
South Asia.

Foreign direct investment in-
creased by 46 percent, with most of
it coming from the United Arab
Emirates, the United States, China,
the United Kingdom, and the
Netherlands. While political tur-
bulence inevitably affects investor

appealin the shortterm, foreign di-
rect investment tends to rely more
on assessment of long-term
prospects, whichin the case of Pak-
istan are positive, and have the po-
tential for high returns.

Pakistans objective isto shift from
low-tech, low value-added indus-
trieslike textiles, sugar, and cement
to higher value-added sectors like
clothing and apparel, engineering,
electronics, petrochemicals, and
software solutions.

“We need to attract more invest-
ment in manufacturing and infra-
structure,” says Shamshad Akhtar,
Governor of the State Bank of Pak-
istan. “We have already attracted
the big players in the banking, tele-
com, and service sectors. Pakistan

has been a very open
economyforalongtime
and, asaresult, we have
many big-ticket multi-
nationals operating in
our country.

“What we do not
have is hardware man-
ufacturing multina-
tionals, and then we
need toattract more di-
versification in manu-

facturing. We need to AKHTAR
reachallianceswiththe ~Governor of the
global engineering sec-  State Bank of
torand theconstruction  Pakistan
industry. We need toat-

tractbigplayersininfrastructure. In
fact, we are starting to see some of
these big players helping build high-
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ways and the Gwadar
deep sea port”
Itisimportantto cap-
ture the attention of
emerging global com-
panies that have not tra-
ditionally ~ known
Pakistan, she adds.
More than 80 per-
cent of FDI has gone to
four major areas:
telecommunications,
energy (including oil
and gas, power, and pe-
troleum refineries),
banking and finance,
and food and beverages.
Other sectors that are proving at-
tractive to international investors
are textiles, chemicals and petro-

chemicals, automobiles, construc-
tion and trade.

Pakistan's privatization program
hassome highlyattractive offerings
coming up. Last year, sales of state-
owned entities achieved proceeds
of $2 billion. The government has
reaffirmed its commitment to the
programandis targeting $3.5 billion
in 2007-08. Slated for privatization
are banks, power companies, engi-
neering, mining, and hotel compa-
nies. On the list are Pakistan
Petroleum Ltd, Pakistan State Oil,
the National Investment Trust,and
the country’s largest bank, Nation-
al Bank of Pakistan.

Dr. Akhtar says, “Privatization is
a need; it is something that has to

CONTINUED ON PAGE 2

FINANCE SECTOR

Profits
and
potential
draw in
foreign
banks

Reformsin Pakistans finance in-
dustry since 2000 have trans-
formed it into one of the best
performing sectors of the econ-
omy and produced record prof-
its for the country’s banks.

Key changes have included
the privatization of a number of
state-owned financial institu-
tions and a steady rise in capital
requirements by the State Bank
of Pakistan (SBP) prompting
mergers and acquisitions that
have strengthened and consol-
idated the sector.

The SBP hasassumed amore
effective supervisory role, im-
plementing revised prudential
regulations for commercial and
corporate banking. Corporate
governance hasbeenimproved
through the promotion of trans-
parency and disclosure. Non-
performing loans have been
brought down torecordlowlev-
els. Initiatives have been taken
toboost credit to small farmers
and small and medium-sized
enterprises (SMEs), and to
broaden access to financial ser-
vices through microfinance.

Shamshad Akhtar, Governor
of the SBD, says the industry now
playsamoreeffectiveroleinthe
economy. “Theenhancementin
its capacities has facilitated sig-
nificant growth in private sector
credit, which has helped pro-
mote broad-based economic
growth consecutively for thelast
few years”

Record profit-making by the
banks, ease of entry,and the huge
potential of such a giant mar-
ket, given its low banking pen-
etration rate, has excited the
interest of foreign banks. Over
the past 12 months or so, NIB
Bank, asubsidiary of Singapore’s
state investment agency
Temasek, has acquired control
of PICIC Commercial Bank, the
British bank Standard Chartered
Bankhas taken over Union Bank,
becoming the largest foreign
bankin Pakistan,and ABN AM-
RO has acquired Prime Bank.
Also showing keen interest is
the Industrial and Commercial
Bank of China (ICBC), the
world’s second-largest bank.

InJune, the government raised
$653 million from thesale toin-
ternational investors through
global depository receipts
(GDRs) of a 25 percent stake in
United Bank, one of the largest
commercial banks in the coun-
try. Coming up early next year
isthesell off,also through GDRs,
of 20 percent of the National
Bank of Pakistan (NBP), the na-
tion’s biggest lender by assets.

Second generation reforms
willinclude further strengthen-
ing of the legal framework, fur-
ther liberalization of financial
services, and further moves to-
wards compliance with inter-
national standards.

An online version
of this report is

available at
www.unitedworld-usa.com
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be done. We have to privatize all of
the public sectors and transform
them into efficient productive sec-
tors. The public sector should not
getinvolved in the day-to-day run-
ning of businesses. Itlacks the com-
petence that the private sector has
to invest in growth.”

She adds, “Itis inevitable that we
will have to transfer these assets to
private hands, because they will
bring in the capital, the technology,
the expertise, and the foreign human
resources. We need to allow multi-
nationals to comeinand apply glob-
al standards, while bringing the
required capital”

Theestablishment of an investor-
friendly environment has made Pak-
istan a desirable destination for
foreign investment. Equal treatment
isafforded tobothlocal and foreign
firms, and the World Bank ranks
the country 19th worldwide in pro-
vidinglegal protection for investors.

Investment policy allows 100 per-
cent foreign equity in virtually all
economic sectors. Pakistan has a
liberal foreign exchange regime with
few restrictions on holding foreign
exchange and bringing it in or out
of the country. There are no limits
ontheinflow or outflow of funds for
remittances of profits, debt service,
capital, capital gains, returns on in-
tellectual property, or payments for
imported inputs.

With a population of almost 165
million, Pakistan offers ahuge num-
ber of domestic consumers and a
low-cost English-speaking labor
force (see page 4). It also offers ac-
cess to growing markets elsewhere.
Pakistan's strategic location as a re-
gional hub makesita gatewayto the
Central Asia Republics,and thereare
strongand long-standinglinks with
the Middle East and South Asian
countries. It also has membership
inthriving regional groupings, such
as the South Asian Association for
Regional Cooperation and the Eco-
nomic Cooperation Organization.

Pakistan has a well-established
infrastructure with comprehensive
road, rail, and sea links, and the role
of Special Economic Zones is being
extended.
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With an average daily turnover
0f525.15 million shares and mar-
ket capitalization of more than
$50 billion, the Karachi Stock
Exchange (KSE) is acknowledged
as one of the best performing
markets in the world.

Market-friendly and invest-
ment-friendly policies pursued
by the government have con-
tributed, together with positive
economic factors and large-scale
merger and acquisition in the
banking, telecom and other sec-
tors, and the privatization pro-
gram.

For much of the year on a de-
cidedly bullish trend, the bench-
mark KSE 100 index climbed to
an all-time high of 14,319.42
points on October 31. The dec-
laration of the state of emergency
by President Musharraf, howev-
er, brought an inevitable reac-
tion, and on November 5, the
index suffered a record plunge of
635.80 points, or 4.57 percent. It
remains to be seen how soon in-
vestor confidence in the strong
underlying fundamentals of the
economy reassertsitselfand the
market can shrug off the effects
of the present political uncer-
tainty.

Agqeel Karim Dhedhi, Chair-
man of AKD Securities, Pak-
istan’s leading brokerage firm, is
used to taking a long term view
of the effect on the market of po-
litical changes and external fac-
tors. “With a historical
perspective of 10 to 15 years, the
volatility is noless or greater than
that of any other emerging mar-
ket in the world,” he says.

“The market has come
through and demonstrated its
strength again and again, in 1991,
1997, and September 11th, 2001.
In 1997 and 1998 there was a
major crisis after nuclear testing
and the government froze dol-
lars, but the broker community
found ways to make deals”

PAKISTAN

The long term view: “The market
has come through again and again”

For much of the year the Karachi Stock market has been on a decidedly bullish trend

Distributed by USA TODAY

CEO of AKD Securities Nadeem Naqvi (center) with members of the leading brokerage firm’s management team

Mr. Dhedhi points out that in a
two-year period the market grew
more than 100 percent. “From
March 2005 to March 2007,

growth in financial sector stocks
was 400 percent on average. When
oil prices started shooting up, peo-
ple were right in assuming that
the E&P companies would per-
form well, with a 12 month lag.
Similarly, even textile sector ex-
ports boomed”

He dismisses any suggestion
that this was based on mere spec-
ulation. “It was based on peering

into the future, as all markets are
supposed to do. There will be
speculations at the margin in all
markets, but that comes with the
territory in this business, and in-
vestors need to understand and
manage their risks. If it were spec-
ulation, it would not have hap-
pened. It was driven by the
market’s understanding of the fun-
damentals.

Partofthe AKD Group, one of the
largestdomestic business enterprises
in Pakistan, AKD Securities accounts
for around 8 percent of the average
daily volume of the Karachi Stock
Exchange. It was the first brokerage
firm toimplement online stock trad-
ing,in2002,and now has more than
6,000 subscribers using its online
trading platform. “Technology is the
futurein the financial markets, com-
ments Mr. Dhedhi.

BANKING

Recently, the company signed a
memorandum of understanding
with Standard Chartered Bank in
Pakistan tolaunch a product called
E-vantage, which is online bank-
ing and online trading under one
umbrella. This enables the cus-
tomers of Standard Chartered
Bank to easily transfer funds into
the AKD trading account and buy
stocks, and when that money is
not being used, they can send it
back to their Standard Chartered
account in order to earn interest.

Most of AKD’s investments are
within Pakistan. “ The kinds of re-
turns that are available in Pakistan
are simply notavailable elsewhere.
The maximum we can get abroad
is 7-8 percent while here we have
an average return of 25 percent.
Thisleaveslittle motivation tolook
elsewhere”

AKD Group was one of the pi-
oneers in venture capital, through
TMT Ventures, which was
launched in 2000, when venture
capital was unheard of in Pakistan.
Recently, TMT has entered into a
partnership with SEAF, a Wash-
ington-based small enterprise de-
velopment fund, which has
approximately $1 billion under
management in 22 emerging and
transition market countries.

The $100 million private eq-
uity fund is being backed by in-
stitutional investors from the
United States and the Middle
East. “We were absolutely as-
tounded once we entered the
market to see the number of pro-
jects available,” says Mr. Dhedhi.
“What was lacking was manage-
ment capacity to execute, which
is what our fund will provide”

Standard Chartered

makes record investment
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Standard Chartered Bank sees itself as a “locally embedded international bank”

Just over a year ago, Standard
Chartered paid $487 million to
acquire Union Bank as part of its
campaign fo become the country’s
leading financial brand

Standard Chartered Bank was al-
ready the largest and fastest grow-
ing international bank in Pakistan,
even beforeitsacquisition last year
of Union Bank. Present in the coun-
try for more than 140 years, the
British bank made its headline-
grabbing move in pursuit of an in-
organic growth strategy aimed at
making it the bestbank in Pakistan,
in terms of performance, service,
and people.

“We chose Union Bank because
it was one of the best private sec-
tor banks and was a natural strate-
gicfitforus, explains Badar Kazmi,
Chief Executive of the new entity
Standard Chartered Bank (Pak-
istan).

“Thesize of both banks was sim-
ilar, and by combining the two we
placed ourselves amongst the Big
Five in terms of profitability. Itisan
important milestone for us,and has
changed the profile of the bank.
And it is working out even better
than we expected”

Operating in many of the world’s
fastest growing markets, Standard
Chartered derives 90 percent of its

profits from Asia, Africa, and the
Middle East. A key aspect of its
strategy has been to critically bench-
markitselfagainst the fast-growing
local players. According to Mr. Kaz-
mi, Standard Charteredlikes to see
itselfas a “locally embedded inter-
national bank’

“If you look at what is happen-
ing in Pakistan, with the econom-
ic growth which is
taking place, a lot of
local corporationsare
becoming bigger in
size, entering a stage
where they are be-
coming more re-

gional than national,

and they need insti-

tutions like ours that

can help them bridge

that gap. BADAR KAZMI
Headdsthat,asan Chief Executive of

international bank, Standard

Standard Chartered Chartered

brings credibility to
everything it does.
“Local banks do that as well, but
weare more disciplined and ahead
onthelearning curve. We have seen
different markets at different stages,
and those experiences have served
asmodels for our operations in Pak-
istan.

“We may belocal in Pakistan but
we are very international in char-

Bank (Pakistan)

acter, and we take advantage of our
strength through being present in
over 50 countries around the world”

Standard Chartered was the first
international bank in Pakistan to
include Islamic personal finance in
its products portfolio. “The chal-
lenge for banks is to bring in com-
petitive  Shariah-compliant
products, and thisis where Standard
Chartered is working on
differentiating itself.

A landmark for the
bank wasits appointment
in 2006 as the lead man-
ager and sole bookrun-
ner for the first local
currency Islamic bond,
or “sukuk’ tobe issued in
the country by a local
company, Sitara Chemi-
cals Industries Limited.

Earlier this year, Stan-
dard Chartered won the
Best Retail Bank in Pak-
istan award at the presti-
gious Asian Banker
Excellence in Retail Financial Ser-
vices Awards.

“My sense is that in the next five
years, we will be the number one
financial brand in Pakistan,” says
Mr. Kazmi. “When people talk
about finance and banking in Pak-
istan, we want them to talk about
Standard Chartered”
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Pakistan’s production of crude oil
and gas has been increasing, but still
meets only a fraction of domestic
demand. As a result, the country
is forced to rely on expensive im-
ports from abroad, and as the econ-
omy grows and demand increases
the bill is set to rise.

Pakistan’s average daily produc-
tion of crude oil and gas was up by
7.2 percent during the first quar-
ter of the current fiscal year, to
71,900 barrels and 3,900 billion cu-
bic feet respectively. Nevertheless,
oil production currently meetsless
than 20 percent of the total de-
mand for domestic consumption,
while domestic gas productionand
supply is also insufficient to meet
the growing needs of domestic
users, local industries, and power
generation, and the gap could
widen toas much as 500 million cu-
bic feet a day by 2010.

A new petroleum policy seeks to
accelerate exploration and pro-
duction activities, with new in-
centives to encourage both foreign
direct investment and the in-
volvement of indigenous oil com-
panies. The hopeis that production
will be increased through new and
secondary discoveries.

At the same time, Pakistan is al-
so seeking investment in refining
capacity, both to meet growing do-
mestic demand and for re-export.
Existing refineries currently pro-
duce approximately 13 million tons
of the 16 million tons of petrole-
um products consumed per year
in Pakistan, and domestic demand
is expected to rise to 26 million
tons per year by 2017-18.

Last month, the largest ever in-
vestment in Pakistan’s oil and gas
sector was unveiled when it wasan-

nounced that the Abu Dhabi In-
ternational Petroleum Investment
Company (IPIC) is to build a new
$5 billion refinery.

The Khalifa Coastal Refinery will
be Pakistan’s largest, with the ca-
pacity to process 300,000 barrels of
oil per day. A joint venture between
IPIC and Pak-Arab Refinery Com-
pany (PARCO), it will serve as a
launch pad for petrochemicals in-
dustries and related sectors. Con-
struction is scheduled to start in
January next year, and production
to commence in 2012.

The largest company in Pak-
istan’s oil and gas sector, Oiland Gas
Development Company Ltd
(OGDCL) raised $813 million
when it was listed through a GDR
issue on the London Stock Ex-
change last December. The Priva-
tization Commission (PC) is also
proceeding with a strategic sale of
a 51 percent shareholding in Pak-
istan Petroleum Limited (PPL) and
anidentical stake in Pakistan State
Oil (PSO).

With approximately 68 percent
of market share, PSO is the coun-
try’s leading fuel supplier. Since
deregulation of the petroleum sec-
tor began in 2000, the company
has had to face competition from
the likes of Caltex, Total, and Shell,
but it has the advantage of by far
the most extensive infrastructure
network in Pakistan, with more
than 80 percent of the country’s
storage and 62 percent of the re-
tail outlets.

Around 2.8 million customers
visit its 3,800 fuel stations every
day. “We are present in every cor-
ner of Pakistan,” says Jalees Siddigj,
the company’s managing director
and CEO. “Across the product

Petroleum Exploration Ltd is the first private sector company to begin drilling in ulira deep waters

EXPLORATION AND PRODUCTION

PEL plans 31 wells in
3 to 4 years

The indigenous oil and gas ex-
ploration company PEL has em-
barked on an aggressive search
for new deposits of hydrocarbons
for rapid development

With more than 2,000 kilometers
of seismic surveys recently com-
pleted, and plans to drill 31 ex-
ploration and development wells
over the next 3-4 years, the pri-
vately-owned Pakistani company
Petroleum Exploration Ltd (PEL)
is confident its efforts will be
handsomely rewarded.

Part of the Shahzad International
Group of companies, PEL was the
first private Pakistani company to
enter the oil and gas sector. Today,
itholds exploration and production
rights over a total of 12,464 square
kilometers in some of the best-
proven and high potential areas
for oil finds in Pakistan.

“The good thing about Pakistan
is that the discovery ratio is very
high—one discovery for every 2.5-
3 wells,” says Mr. Zaheeruddin
Shahzad International’s Chairman
and CEO . “With a growing popu-
lation of 165 million, and increas-
ing energy requirements, business
is guaranteed”

PEL' core strategy is to explore
for hydrocarbons in the Lower In-
dus/Middle Indus Basin, where in-
frastructure is well developed for
marketing finds.

In addition to 10 onshore con-
cessions, PEL last year became the
first private sector company in Pak-
istan to venture into the realm of
capital intensive drilling in the ul-
tradeep waters of the Arabian Sea
when it signed three offshore pro-
duction-sharing agreements with

the government. The company says
it envisages expenditure of more
than $45 million in what it de-
scribes as “thelikely event of iden-
tifying drillable prospects”

PELalso hassix developmentand
production leases, and two non-
operated joint-venture blocks. So
far, the company has drilled 10 wells
in joint ventures involving an ex-
penditure of about $33 million.

PEL’s main foreign partner is
Canada’s Frontier Holdings, with
which the Pakistani firm has $150
million in joint ventures conces-
sions. Other concessions are shared
with BP, Oiland Gas Development
Company Limited (OGDCL), Mari
Gas, and Pakistan Petroleum Lim-
ited (PPL).

PEL produces approximately 35
million standard cubic feet of nat-
ural gasa day (MMscfd). With the
development of all its mining leas-
es, output is expected to rise to
about 100 MMscfd by 2010.

PEL is the operator of Block 22,
from where it supplies gas to Sui
Northern Gas Pipelines. The
company’s gross recoverable re-
serves fromits Badar and Kandra
fields are estimated at more than
1.9 trillion cubic feet of gas. The
value is put at approximately $303
million.

“In terms of selling our gas we
enjoy excellent relations with the
government and Sui Northern
Gas Pipelines, ” says Mr. Za-

PAKISTAN
New policy seeks to boost energy output

As domestic demand rises, the government aims to boost investment and accelerate exploration and production
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Fuel outlets owned by Pakistan State Oil are visited by 2.8 million customers per day

range we rank first in six out of
seven products. Only in lubri-
cants do we hold the second po-
sition, for which we have invested
heavily in a state-of-the-art man-
ufacturing terminal, which will
start production this year”

Since being given the autono-
my it needed to make market dri-
ven decisions seven years ago,
PSO has undergonearadical cor-
porate turnaround, upping effi-
ciency and reducing its total of
employees along the way, from
2,800 to 1,950.

One of the first decisions of
PSO’s newly independent board
was to invest in the retail opera-
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heeruddin. “Therules, regulations
and security provided by the gov-
ernment are excellent, and the
support at provincial and federal
level exemplary”

The Chairman says PEL is always
on the lookout for partners, on a
fifty-fifty basis. “In Pakistan, there
isgreat potential for investment, es-
peciallyin the energy sector. We are
happy to share our knowledge and
expertise with national and inter-
national companies”

Nextyear, the company plans to
establish a 120 MW power plant,
to be run on gas from its Kandra
fields, coupled with supplies from
the Sui Northern Gas Company. Its
partnersin the venture will be Fron-
tier Holdings, which will provide
advanced technological expertise.

“The main transmission sys-
tem is fully occupied, so there is
arequirement for a new one. My
calculation is that in the next ten
to fifteen years the work on the
pipelines and the transmission
network will be no less than $10
billion”

Shahzad Group undertakes
business activities that span the
economy, from energy, commu-
nications, minerals, to construc-
tion, security, software, and travel.

Another ofits enterprises, Glob-
al Mining Company, has several
concessions in the Northern Ar-
eas for gold and copper. Mr. Za-
heeruddin says, “The potential for
mining and
joint ventures
is enormous,
as it is still a
pretty much
untapped
sector”

tion. Today, it has more than 1,550
modern ‘New Vision'retail outlets
equipped with a range of facili-
ties, including auto car wash, elec-
tronic  dispensing  units,
convenience stores, business cen-
ters, internet facilities, and easy
payment centers for settlement

of utility and Citibank credit card
bills. Customers of Sui Southern
Gas can pay their bills while fill-
ing up, and Saudi Pak Bank has set
up ATM machines.

Allowing other companies,
such as Pizza Hut and Dunkin
Donuts, to set up shop at PSO
outlets has boosted non-oil rev-
enue. “We look at these 3,800 fu-
el stations as business
opportunities where we can gen-
erate more business by diversify-
ing,” says Mr. Siddiqji. “Traditional
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fuels do not provide that much
margin, so we would like to reach
western standards where non-fu-
el revenues account for 35 per-
centof total income. Besides these
activities we also rent our facili-
ties to competitors.”

He says that privatization will
bring even greater freedom to in-
vest. “At the moment we are re-
stricted in terms of investments,
although if you take a look at our
balance sheet, itis quite lavish. We
cannot undertake an investment
of over $1 billion.

“Once that hurdle is passed
through privatization, obviously
the new entrant or ownerwill want
toexpand. Our vision states that we
want tobean energy company, not
just a petroleum company”’

Mr. Siddiqi would like to see
PSO expanding abroad, along
the same lines as Brazil's Petro-
bras. “Today, we are supplying
fuel and lubricants to
Afghanistan, but we would like
to do it in a much broader way.
International plans will be en-
hanced once we privatize”
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NATURAL GAS
Pipeline
plans
move
forward

Significant steps have been
made to advance plans for two
important and long-awaited
pipeline projects that will link
Pakistan with major sources of
natural gas from outside.

Last month, the government
awarded the contract for the
Turkmenistan-Afghanistan-
Pakistan (TAP) gas pipeline pro-
ject to the United States
International Oil Company
(IOC). Two oil refineries and
four thermal powerhouses, with
a capacity of 1,000 megawatts
are also to be built.

The multi-billion dollar
link—sponsored by the Asian
Development Bank—will pro-
vide Pakistan with a daily sup-
ply of two million barrels of oil
and four billion cubic feet of
natural gas.

Also announced last month
was the finalization of plans for
amulti-billion dollar projectto
transport natural gas from Iran
to Pakistan.

Both pipelines may be ex-
tended to India, enabling Pak-
istan to benefit from transit fees,
in addition to gaining a long-
term source of supply for its
own needs.

With an annual consump-
tion of 0.7 trillion cubic feet of
gas, and demand increasing by
about 10 percent a year, Pak-
istan will have to import natural
gas by around 2010.

Alsoimminentis the signing
of a $400 million contract for
construction of Pakistan’s first
liquefied natural gas receiving
terminal, to belocated in south-
ern Pakistan.

NetSol Technologies Inc.

A CMMI Level 5 Company

is provider of IT services and anterprise solutions to the

industry worldwida, For over a decade, NetSol Technologies
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By Dr. Atta-ur-Rahman,
Chairman of the Higher
Education Commission and
Adpyiser to the Prime Minister
for Science and Technology

We live in a world in which to
progress and prosper, countries
must invest in their human re-
sources, tap into the creativity of
their young and harness their po-
tential for development. Human
resources therefore need to be ad-
equately trained so that they can
play their role in developing a
knowledge-based economy in the
highly competitive global envi-
ronment.

Stunning advances made in the
last few decades in the fields of in-
formation technology, biotechnol-
ogy, material sciences, health
sciences, renewable energy, and
other disciplines are rapidly chang-
ingthe face of the globe, leading sev-
eral countries on the path of social
and economic development, leav-
ing others behind. Knowledge is
today the key to socio-economic
development.

The Higher Education Com-
mission has undertaken a system-
atic process of implementation of
anagenda for reform outlined in the
HEC Medium Term Development
Framework (MTDF), in which ac-
cess, quality and relevance have
been identified as the key chal-
lenges faced by the sector. To ad-
dress these challenges a
comprehensive strategy identified
the core strategic aims for reform
asfaculty development, improving
access, excellence in learning and
research, and relevance to nation-
al priorities.

It is vitally important for the
country toattract its brightest stu-
dents towards education and re-
search. Pakistan is blessed with
some 80 million people below the
age of 20. This is a huge pool of
creativity.

The challenge for Pakistan is to
unleash this creativity through an
enabling educational environment.
A revolutionary step has been tak-
en toincrease the salary structures

of faculty members in universities
so that they are several times those
of federal ministers in the govern-
ment. This will help to attract the
brightest students to choose edu-
cation and research as their first op-
tionand allow the country to benefit
from this huge pool of creativity.
The new Tenure Track System in-
volvesregular international assess-
ment before grant of permanency.

A massive program hasbeen ini-
tiated to attract eminent Pakistani
scientists, engineers, and acade-
mics to return to Pakistan from
technologically advanced coun-
tries and be absorbed into local
universities. About 300 such em-
inent persons, who have lived most
of their lives in the West, have al-
ready returned. Through a process
of clustering, centers of excellence
in different fields are being devel-
oped, using their expertise and
knowledge.

Pakistan is probably the only
country in the world wherea young
researcher can today have a much
higher pay than a more senior but
less productive person in the same
department. The new research pro-
ductivity allowance introduced
measures the output of scientists
and engineers in the form of Im-
pact Factors in science journals, ci-
tations in the Science Citations
Index, and other such yardsticks,
giving financial rewards to the most
productive authors.

Technology today offers us new
and exciting possibilities to progress
rapidly. The revolutionary Pakistan
Educational and Research Network
(PERN), a fiber-based intranet, has
extended its reach to 95 universi-
ties,and provides internet connec-
tivity of 620MB across the network.
Asafullvoting member of the Asia
Pacific Advance Network Consor-
tium (APAN), PERN is also en-
hancing its functionality by
providing connected universities
with additional applications, such
as video conferencing and Voice
Over IP services for communication
between connected universities.

The Virtual University, Pakistan's
first university relying completely
on modern information and com-
munication technologies was es-

HEC- Transforming
Higher Education
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PAKISTAN
Harnessing human potentia

Education: Pakistan is revamping higher education in its drive for development

tablished by the government as a
public sector, not-for-profit insti-
tution to provide affordable world-
class education to aspiring students
all over the country. Using free-to-
air satellite television broadcasts
and the Internet, the Virtual Uni-
versity allows students to follow its
rigorous programs regardless of
their physical location.

The Higher Education Com-
mission has launched a mirror site
of the Massachusetts Institute of
Technology (MIT) Open Course-
ware on PERN and through its web-
site. Available with all its resources,
free of cost, it enables open shar-

ing of the faculty’s materials and
pedagogy with educators and learn-
ers around the world. This initia-
tive connects visitors with the
syllabi, lecture notes etc. of 914
courses. A set of CDs containing
MIT courses, including actual lec-
tures as delivered by MIT profes-
sors, have been provided to
departments in universities all over
the country.

An international lecturing pro-
gram through video conferencing

HIGHER EDUCATION COMMISSION PAKISTAN

will allow students in Pakistan to
attend lectures interactively deliv-
ered from top universities in west-
ern and technologically advanced
countries around the globe. Over
2,000 lectures by Nobel Laureates
and top professors have already
been lined up to be beamed into
Pakistani lecture theaters.

The Digital Library Program of
HEC now provides unparalleled
free online service of over 23,000
international journals and 40,000
text books from the world’s lead-
ing publishing houses to universi-
tiesand R&D organizations across
the country—an invaluable source
of knowledge.

Pakistan placed its first educa-
tion satellite in space in 2003. It is
home to two educational chan-
nels, and will soon be launching
two additional educational satel-
lite channels.

Demographic changes taking
place in Europe and other countries
offer huge opportunity for countries
such as Pakistan. In many techno-
logically advanced countries the old-
er populations are getting older and
theyounger populationsare notopt-
ing for sciences/engineering, there-
by creating a vacuum of qualified
technical manpower for industrial
countries. Pakistan plans tosetup six
engineering and three technology
universities, which willsoon become

Dr. Atta-ur-
Rahman is
leading the
restructuring of
Pakistan’s
research power
base in an
effort to create
a knowledge-
based society,
and economy.
Retaining the
best professors,
sending students
abroad, and
using the latest
technology are
all pillars of the
Higher
Education
Commission’s
strategy

operational in collaboration with
Germany, France, Sweden, South
Korea, Italy, China, Austria,and some
other countries. These will provide
Pakistan with vice chancellors, top
faculty, training, an examination sys-
temand equivalence of degree with
its ownsystemfor 10-15years. Each
university will be established at an
estimated cost of $400 million. Over
4,500 scholars will be trained for
doctoral degrees to eventually form
the faculty of these universities. The
universities will have technology
parks and technology incubators
with enhanced links to the industry
of the surrounding areas. This will
be a gigantic step forward.

A major program has been
launched to promote innovation
and entrepreneurship in Pakistan
which involves modification of cur-
ricula, introduction of courses in in-
novation and entrepreneurship
within university systems, estab-
lishment of technology parks, and
technology incubators. The initia-
tive also provides access to venture
capital and soft loans to new start-
up companies.

There has been a several fold in-
crease in the budget for higher
education in the last four years.
This has set the scene for trans-
forming Pakistan from an agri-
cultural economy into a
knowledge economy.
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STUDY ABROAD
Come
forward
young
scholars

Dr. Atta-ur-Rahman explains
how Pakistan is targeting its
brightest students for study
in top universities around
the world. In a bid to
strengthen the country’s sci-
ence and engineering base,
the Foreign Scholarship
Program now sends 500
scholars abroad each year

The key to the development
of Pakistan lies in identifying
the brightest students and
training them in top universi-
ties abroad.

The Foreign Scholarship
Program is geared towards
strengthening the research
base in areas of national rele-
vance, particularly relating to
engineering, and applied and
pure sciences.

More than 500 scholars are
being sent abroad annually to
universities in Germany,
France, Sweden, Austria,
Netherlands, the UK, US, Aus-
tralia, and New Zealand. This
number is being expanded to
1,000 a year. Pakistan has the
largest Fulbright Scholarship
Program ($150 million) in the
world, with U.S. assistance
whereby 640 Pakistani stu-
dents will be able to study for
Masters and PhD level train-
ing in Ivy League universities
in the U.S.

Ample opportunities are
now available for Pakistani
youth to realize their potential
through yet another program
for doctoral studies while re-
siding in Pakistan, whereby
they receive a monthly stipend
apart from study leave, with
full course and supervisor fee
s all paid by the Higher Edu-
cation Commission.

Under the Postdoctoral Fel-
lowship program,more than
300 scholars have been placed
at premier academic and re-
search institutions abroad for
periods of 9-12 months.

Tenure_Track.
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Exciting Academic

Career Opporfunities in Pakistan
Menthly Salary Package Up To 55,000

The Higher Education Commission of Pakistan has
initioted the Foreign Faculty Hiring Program (FFHP)
and a system of Tenure Track Appointments to recruit
highly qualified faculty for supervising graduate
research programs in different public sector universities
and institutions in the country.
Applications are invited from experts in all fields,
particularly from academic disciplines related to basic
and applied sciences, engineering and social sciences.
The duration of the contract will be at least one year,
and extendable for further yearly periods.

& Applicants must have a minimum of 5-years post-doctorate
experience of working abroad in @ reputable academic and/er
research and development institution.

® Applicants may be foreign nationals or expatriate Pakistanis
who are permanently settled abrood.

® Faculty members hired under this program are expected to
have excellent verbal and written English communication skills.
® For tenure track appointments see: http://www.hec.gov.pk/

® Those interested in Tenure Track System (TT5) should apply
directly to the university concerned with their Biodata.

For further information please visit our website

www.hec.gov.pk

HIGHER EDUCATION COMMISSION
Sector H-9, Islamabad, PAKISTAN
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With Pakistan’s

From the appearance on the sky-
line of sleek new commercial and
office buildings to the mush-
rooming of the middle-class sub-
urbs, Pakistan has been
experiencing a prolonged boom
in its real estate sector.

Fuelled by the high level of eco-
nomic growth, foreign invest-
ment, and the big increase in
remittances from the Pakistani
diaspora since 9/11, the market
has seen property and land prices
skyrocket to levels comparable
with the world’s major cities.

Tower blocks ranging from 20
to 60 storeys high are rising in
the capital, Islamabad, and the
two largest cities, Karachi and
Lahore. In Karachi’s financial dis-
trict, what on completion will be
Pakistan’s tallest building, Karachi
Financial Towers, is under con-
struction.

And as the population has be-
come richer, the market has
grown for high-quality residen-
tial accommodation to meet the

needs and aspirations of Pak-
istan’s rapidly expanding middle
class, prompting the appearance
of planned communities, modern
residential complexes, and luxu-
ry bungalows.

The location of choice for af-
fluent Pakistanis is Karachi’s up-
scale Defense Housing Authority
(DHA) neighborhood, currently
in its eighth phase of develop-
ment, where rises in property val-
ues have been among the steepest
in Pakistan.

Big property groups from the
United Arab Emirates are among
the leading foreign investors in
Pakistan’s real estate sector, and
have committed themselves to
the country for the long term.
Only last month, the UAE Am-
bassador, Ali Mohammed Al
Shamsi, announced that the UAE
will continue to invest in Pak-
istan’s real estate sector, with a
new mega project planned for
Lahore.

No Middle Eastern company

PAKISTAN

Middle East companies are at the forefront
of the boom in real estate investment

has more ambitious plans for
Pakistan than Dubai-based
Emaar Properties, the world’s
largest property development
firm by market capitalization,
which is undertaking the biggest
investment project in the coun-
try’s history.

Work is already under way on
the $43 billion project to devel-
op tworesorts at Bundal and Bud-
do Islands, near Karachi.
Projected to take 13 years to com-
plete, this massive development
will include 15,000 houses, plus
apartments, offices, commercial
plazas, and theme parks, effec-
tively creating a new city. Emaar
has an 85 percent share in the
project, with the remaining 15
percent share held by Pakistan's
Port Qasim Authority.

The development will include
a $50 million bridge linking
Karachi’s Defense Housing Au-
thority Phase-8 with the islands,
and involves reclaiming land sub-
merged beneath the sea.

United Arab Emirates firm Emaar has committed to investing in development projects
in Pakistan for the next 17-20 years

MOHAMMED AL FALASI, Managing Director of Emaar Pakistan

Other Emaar projects include
master planned communities in
Karachi and Islamabad that the
company says will set new bench-
marks in commercial, residen-
tial, and retail property.

Mohammed Al Falasi, Manag-
ing Director of Emaar Pakistan,
says that Pakistan is one of
Emaar’s most significant com-
mitments outside of the UAE,
and that the firm is committed to
the country for at least the next
17-20 years.

“We are very confident about
the Pakistani market,” says Mr.
Al Falasi. “Pakistan is one of the
fastest growing economies in the
region. Most importantly, there
is a huge shortage of upper mid-
dle class housing, and that is
where we enter”

Emaar will initially be focus-
ing its attention on Islamabad,
Karachiand Lahore. “For the next
three years we'll be focusing on
getting more and more land in
these three cities”

Mr. Al Falasi recalls that when
he first came to Islamabad three
years ago he thought it was a
ghost town. “We were wondering
how we were going to do business
over here. But now it’s alive 24

hours a day. This shows how the
economy has improved. Per capi-
ta income has gone up, people
are now able to buy cars. It’s a
good sign and we have to be a
part of this development”
Islamabad is home to two
Emaar Pakistan projects: the
Highlands and Canyon Views.
With 1,500 acres between them

the new communities will offer
9,000 luxury single-family town
homes and villas in a range of ar-
chitectural styles with easy ac-
cess to amenities, including a
retail center, community club
houses, parks, lakes, schools, and
mosques.

Karachi’s DHA Phase 8 is the
location for Emaar’s Crescent Bay
project, a 75-acre development
close to the golf course and fea-
turing high- and mid-rise towers
for residential and commercial
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population growing richer, there is an expanding market for high quality homes

use, a shopping mall, and a five-
star beachfront hotel. The tow-
ers will contain approximately
4,000 residential apartments.

All three projects—repre-
senting a total investment by
Emaar of $2.5 billion—are ex-
pected to be completed in the
next 4-5 years.

Mr. Al Falasi says, “Our goal is
to create a series of exciting de-
velopments that set new stan-
dards for commercial and
residential property. Highlands,
Canyon Views, and Crescent Bay
will set these standards and are
the first of many projects that we
have planned for other cities in
Pakistan, which we will be de-
veloping over the next few years”

Emaar’s innovative offering of
self-contained, amenities-rich
lifestyle-oriented communities,
integrating schools, health facil-
ities, parks, landscaped grounds,
and retail centers, has proved a
winning combination.

The company has joint ven-
tures and projects across the re-
gion covering India, Egypt,
Turkey, Morocco, Syria, Pakistan,
Tunisia, and Saudi Arabia. Its
most ambitious project within
the UAE is the $20 billion Down-
town Burj Dubai development.
In Saudi Arabia, its flagship de-
velopment is King Abdullah Eco-
nomic City, the single largest
private sector investment in the
Kingdom.

Mr. Al Falasi emphasizes the
strong relationship between Pak-
istan and the UAE, which ishome
to a large Pakistani expatriate
population. “It doesn’t matter if
the government changes, the re-
lationship between UAE and
Pakistan will always be main-
tained,” he says. “You can see that
from history, and we are very
proud of it. In Dubai, we have
converted a desert into heaven,
and Pakistan has ample resources
to undertake a similar transfor-
mation”

-

Crescent Bay, Karachi

For more Information call 0800 EMAAR (36227) or visit www.emaar.com

Emaar - bringing the world’s most desirable lifestyles to Pakistan

From the world®s tallest tower in Dubai, bo an entine city rising out of the desert sands in Saudi Arabia,
Emaar is the name behind some of the most ambitious real estate projects on the planat.

Now Emaar Pakistan Is bringing this same exceptional world-class lifestyle to Pakistan. Whether it"s the
unmatched luxury of Canyon Views In Islamabad or the beachfront wonder of Crescent Bay in Karachi,
Emaar Pakistan is opening doors to a new way of life throughout the country.

Crescent Bay, Karachi
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Alming

for a

$10 billion IT

market
by 2010

The IT industry is showing remarkable
growth, and Pakistan is emerging as an
attractive alternative destination for
investment by foreign companies

Statistics for the value of Pakistan’s
IT exports vary widely according
to how they are calculated. What
is clear, however, is that the trend
issignificantly up,and that over the
last three years I'T has become Pak-
istan’s fastest growing industry.

Foreign companies are realizing
that Pakistan presentsan attractive
alternative destination to neigh-
boring India for IT investmentand
aresetting up operations there. Lo-
cal IT firms are multiplying, with
hundreds of small and medium-
sized I'T companies now operat-
ing, notjust in Karachi, the country’s
commercialand I'T hub, butalsoin
Lahore, Islamabad, and other ma-
jor cities. The total size of the in-
dustry by volume is put in excess
of $2 billion, and the workforce
numbers more than 100,000.

Government incentives to en-
courage investment include tax ex-
emption till 2016, the establishment
of IT parks with low rent, foreign
ownership of equity investedinIT,
and 100 percent repatriation of
profits for I'T companies.

The state-owned Pakistan Soft-
ware Export Board is pursuing a
strategy to fast-track growth and
achieve a $10 billion market by
2010. The Ministry of Information
Technology has set an export tar-
get for IT-enabled services of $1
billion by that date, and close col-
laboration is being established with
China over trade strategies, ven-
ture capital funds, and building I'T

parks across the country.

State Bank of Pakistan figures
showa consistentannual rise in the
value of software exports over the
last three years of around 50 per-
cent. For 2006-07, they registered
an increase of 61 percent to a total
value of $116 million.

Salim Ghauri, Chairman and
CEO of NetSol Technologies Pak-
istan (NetSol PK), one of the largest
software houses in the country, is
among those who say the figures
don't accurately reflect the expo-
nential growth of the industry.

He puts actual global receipts of
Pakistani I'T firms at around $600
million, taking into account rev-
enue brought into the country but
not registered with the State Bank,
and revenue retained by Pakistani
IT companies overseas. “I do not
agree that we are growingat 50 per-
cent; we are growing much more
than that,” he states.

At the forefront of the IT indus-
try’sdevelopment in Pakistan, Net-
Sol PK (listed on KSE: NetSol) is a
subsidiary of NetSol Technologies,
Inc. USA, a NASDAQ-listed
(NTWK) global provider of IT ser-
vices and enterprise solutions,
whose lengthy client list includes
such blue-chip companies as Mer-
cedes Benz, DaimlerChrysler, Toy-
ota,JP Morgan Chase, Capital One
Bank, VW Credit, Hyundai, Terex,
Investec, BMW Financial, and
Yamaha.

Najeeb Ghauri, NetSol Group's

PAKISTAN

Najeeb Ghauri, Chairman of NetSol Technologies, Inc. at the NASDAQ Stock Market

US-based CEO & Chairman, says
its largest market, both for finan-
cial solutions and I'T services out-
sourcing, isthe U.S., whereitslease
management system, LeasePak, is
the solution of choice amonglead-
ing banks, leasing companies, and
financial institutions.

Mr. Ghauri says, “We envision
NetSol becoming a $100 million
revenue company in the shortterm,
leading towards our long term vi-
sion of becoming a billion-dollar
IT company eventually. We are fo-

WEB SOLUTIONS

cused on growing our North Amer-
ican business. We have done very
well in China, Europe and emerg-
ing markets. By contrast, the U.S.
is much more competitive and lu-
crative, but NetSol is strongly po-
sitioned to penetrate the market
with our strong management team
in Californiaand many years of ex-
perience”

The majority of NetSol’s soft-
ware is developed by NetSol's Pak-
istan subsidiary in Lahore. NetSol
PK is also the largest component

of NetSol's Asia Pacific division,
whose product reach extends to
China, Japan, Australia, Korea,
New Zealand, Singapore, Taiwan,
and Thailand. In July, the compa-
ny secured its fifth major contract
in the Chinese market forits Leas-
eSoft brand.

“China hasbecome, in the short
run, our biggest revenue genera-
tor; says Mr. Ghauri. “While La-
hore is our center of excellence for
development, we do not depend
100 percent on Lahore. We do have

Distributed by USA TODAY

about 25 percent of development
of our products in the UKand U.S.
as well, providing great comfort
and interfacing with our western
customers.”

NetSol PK was the first software
firm in Pakistan to achieve ISO
9001 certification and, last year, SEI
CMMI Level 5 assessment. Earli-
er this year, the Federation of Pak-
istan Chambers of Commerceand
Industry presented the company
with the Best Export Performance
Award for the Information Tech-
nology Services Sector for the pe-
riod July 2005-June 2006.

NetSol PK also plays a key role
in Pakistan’s national drive towards
e-governance and improved in-
formation services. In 2005, it
signed a multi-million dollar con-
tract to develop the core automa-
tion and digitally enabled
infrastructure for the government
and its key ministries—the single
largest contract awarded by the
government. This was the begin-
ning of a strong foothold in the
burgeoning domestic market for
NetSol in particular.

Other projects include automa-
tion of the offices of the Prime Min-
ister, the National Assembly and
Senate of Pakistan, and the instal-
lation of a motor transport man-
agement and information system
and automation of the land records
system for the Province of Punjab.
NetSol Technologies, Inc. has post-
ed strong profitability and double-
digit growth in the June 30 and
September 30 quarters.

Dedicated to providing a quality service

Incorporated in 2003 as a budget
server provider, Server4Sale is an
example of rapid growth within
Pakistan’s IT sector. Now well on
the way to becoming a fully fledged
web solutions company, the firm'’s
Technical Director, Mohammad
Munaf, likes to describe it as a “fa-
cilitator”

Initially focused entirely on pro-
viding dedicated servers, Serv-
erdSale has expanded its range of
services to include 24/7 technical
support, audio and video stream-
ing, web designing and develop-
ment, and web-based application
development. “We started three
yearsago and are now running over
2,000 dedicated servers, with 90

percent of our clients coming from
the U.S.) says Mr. Munaf.

“We provide support services
from Pakistan, whilst we have of-
fices with support, sales and tech-
nical people in Canada, Kuwait,
the United Kingdom, and Roma-
nia”

Based in Karachi, the company’s
wide-ranging client list includes
government ministries, the Na-
tional Assembly and Senate, the
Atomic Energy Commission, Cen-
tral Board of Revenue and the Au-
ditor General to public utilities,
district governments, banks, and
the Pakistan navy and airforce.

One of Server4Sale’s most no-
table clients is the National

Telecommunications Corporation
, to which it is providing hosting,
DDoS protection and technical
support.

“We have clients from every field
and of every size,” says Mr. Munaf.
“Our main advantage is our price
structure, which is 20-25 percent
lower than that of data centers. We
attract clients looking for value-
added services, like management
and security”

He adds, “Whoever says Pak-
istan is not an ideal place for this
kind of work and investment is
wrong, and it is easily proven. The
support we give to our clients is
based on a 30-minute response
time. We provide the level of sup-

porta U.S. client expects, in terms
of both quality and time. I want to
expand the outsourcing business
and capture our share hosting ca-
pabilities. The labor, the cost and
the training are all present to im-
plement our plans.”

“Ireceive a lot of opportunities
to grow from companies. I like
starting one thing, ensuring that
that department works without
my guidance and then move on to
something else. Our prime goal is
to maintain our response time so
our clients receive the service they
contracted us for”
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- Education: with 38,000 students on its rell, Fauji runs g schools and 2 colleges.

- Technical and Vecational Training: 6,000 trainees are given training at Fauji's 75 centers.
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THe Faun Founparion has been helping ex-servicemen and their dependents for over half a century. Through a strong commercial base involving operations
in a wide variety of sectors, such as oil and gas, power, financial services, cement and sugar, the Foundation is funding the welfare of over g million beneficiaries.
- Health: Fauji has 11 hospitals, 24 medical centers and 82 mobile and static dispensaries, making it the most extensive health care chain in the private sector.
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Approximately 38,000 students are enrolled in the educational establishments provided by the Fauji Foundation, which operates one of

the largest scholarship systems in Pakistan

Monday, December 17, 2007

Turning profit into social advancement

Unique private welfare organization generates its funds through successful business ventures

One of the largest industrial and
commercial conglomerates oper-
ating in Pakistan is a private char-
itable organization that benefits
around 9.6 million people—over
7 percent of the population.

Originally set up by the British
colonial authorities in the wake of
the Second World War, the Fauji
Foundation has interests through
its Fauji Group holding company
insectors of the economy ranging
from power generation, oil termi-
nal operations, and gas exploration
toagricultural processing, cement,
fertilizer,and financial services. Its
total assets add up to approxi-
mately $2 billion.

Institutionally and financially
independent of the state, the foun-
dation has operated for four
decades as an autonomous, com-
mercially viable entity. However,
the profits that it generates go to
providing health, education and
other social protection services to
ex-servicemen and their families.

Lastyear nearly 2 billion rupees
($32.8 million) were spent on ed-
ucation and health related welfare
activities. Since 1959, when the

foundation established its first hos-
pital, ithas spent 21 billion rupees
on welfare services.

“The mission of the organization
isto provide quality education and
medical care to the beneficiaries,
through investments in profitable
ventures ensuring earnings com-
patible with our demand for pro-
viding high quality services,” says
Syed Arif Hasan, the former Lieu-
tenant General who is the foun-
dation’s Managing Director. “We
are supporting 7.4 percent of our
population, and this is increasing
by 2 percent per annum.

“We have never received any
donation from the Government
of Pakistan, nor from abroad, nor
from any NGOs, or even private
philanthropists. We raise our own
money through our own indus-
trialand commercial projects. We
have fully owned businesses as
well as external partnerships—
which we take as a feather in our
cap, says Mr. Hasan.

Eighty percent of the group’s
profits are spent by the founda-
tion on a welfare operation of re-
markable scale.

In 2005-2006 more than 2 mil-
lion people received treatment
from the foundation’s healthcare
chain of 11 hospitals, 24 medical
centers, and 82 mobile and static
dispensaries.

“We have medical centers that
are dispersed throughout the rur-
al areas of Pakistan because most
of our soldiers come from these

rural areas,” explains Mr. Hasan.
“There are also 45 mobile dispen-
saries or mobile health units in re-
mote rural areas where people are
either too old or not fit to travel
suchlong distances. We are trying
to reach out to as many people as
possible.

Educational establishments run
by the foundation include 98
schools, two colleges, and 74 tech-

Benefiting from the
demographic dividend

Poverty levels are down, the working age population
is rising and a growing middle class has money to spend

Home to 165 million people,
Pakistan has a population—al-
ready larger than Russia’s—that
is continuing to grow at a rate
of around 2 percent per year.
Having such a massive number
of citizens is both a challenge
and an opportunity.There are
more mouths to feed, more fam-
ilies to house, more children to
educate, and more people look-
ing for jobs, but there is also a
huge consumer base and an
abundance of low-cost labor.

The government says the eco-
nomic progress of recent years
and its poverty reduction strat-
egy have combined to bring
about a sharp reduction in
poverty. The government has
spent approximately $16.7 bil-
lion on poverty alleviation pro-
grams over the past four years.

The number of people living
below the poverty line has fall-
en from a third of the popula-
tion to a quarter. Unemployment
has been reduced, and real per
capita income, a key indicator of
the economic well- being of a
country, is estimated at $2,600.

Of course, poverty remains a
serious problem, particularly in
rural areas, where development
has not been as widespread as
in the major cities. Just under
50 percent of adults are literate,
and life expectancy is approxi-
mately 63 years. The govern-
ment says the answer lies in
sustained economic growth
leading to job creation and ris-
ing incomes, and in increased
access to high quality education
and healthcare.

On the other side of the coin
is the demographic dividend—
an enormous market to stimu-
late both domestic and foreign
investment. The balance of the
population is shifting towards
those of working age. Those
aged between 15 and 59 years
now account for approximately

Unemployment is down and real per capita income is rising

57 percent, while the propor-
tion of the population that is de-
pendent is declining. Pakistan’s
total labor force is currently 47.8
million. Unemployment is
around 6.5 percent.

Analysts say Pakistan is start-
ing to reap the benefits of large-
scale government spending on
education, vocational training,
and health over recent years,
and that there is a “lifetime win-
dow of opportunity” for growth
and development.

Salman Shah, a government
adviser on Finance, Economic
Affairs, Statistics and Revenues,
says, “We have a population of
165 million people, out of which
100 million are in the age brack-
etof34 years. Theyare atavery
favorable stage in the econom-
ic lifecycle.

“Itis like the baby boomers in

the western economies that
came about as a result of the
Second World War. There was
a demographic transition and
this drove those economies for
the last three or four decades.
Our baby boomers have just be-
gun and this means that for the
next 50 years, the current young
generation is going to move on
to that lifecycle” Research by
Standard Chartered Bank esti-
mates that Pakistan now boasts
amiddle class of 30 million peo-
ple, earning an average of about
$10,000 a year.

As wealth increases, this ex-
panding middle class finds itself
with money to spend on goods
and services.Together with in-
vestment, the domestic demand
resulting from the increased con-
sumer spending has become ama-
jor factor in driving the economy.

nical and vocational training cen-
ters. Approximately 38,000 stu-
dents are enrolled in the system,
and more than 6,000 young peo-
ple are trained annually through
the vocational centers. The foun-
dation operates one of the largest
scholarship systems in Pakistan.
Approximately 70,000 education-
alstipends are dispensed each year.

“We decide to establish a school
in a village if there is a sufficient
number of children. At times, we
start from an age group of 5 years,
and then gradually keep adding a
class every year”

As the foundation’s beneficia-
ries grow older; its expenditure in-
creases. This applies particularly
to health treatments for illnesses
such as cancer, heart disease, and
hepatitis, which are becoming
more expensive. Recently the foun-
dation has started collaborating
with the National TB control pro-
gram.

To keep pace with this ever-in-
creasing welfare expenditure, the
Fauji Group is investing in new in-
dustrial and commercial ventures.
“We are diversifying into other ar-

eas so that income and dividends
increase;” says Mr. Hasan.

The group is part of a consor-
tium with Dutch company 4Gas
and Japan's Sojitz Corporation,
bidding for an estimated $400 mil-
lion contract to build and run Pak-
istan’s first liquefied natural gas
(LNG) receiving terminal, to be
located in southern Pakistan near
Karachi.

It is also a member of a consor-
tium that in September signed a
memorandum of understanding
to build Pakistan’s first dedicated
modern grain and fertilizer ter-
minal for the Port Qasim Author-
ity. The $100 million terminal,
which will have an annual han-
dling capacity of four million tons,
will be constructed by the Fauji
Group and its partners, Pakistan’s
Akbar Group and UK-based Por-
tia Management Services, on a
build-operate-transfer basis.

In May, the foundation stone
was laid fora 175 MW Power Pro-
ject at Daharki in Sindh’s Ghotki
district, a joint project between
the Fauji Group and the Asian De-
velopment Bank (ADB), which is

providing $47 million in invest-
ment and a loan. Earlier this year,
the group signed agreements to
explore new business opportuni-
ties with Russia’s Azot Agrichem-
ical Company and National
Industries Group/Noor Financial
Investment Company (NI Group)
of Kuwait.

“This is the kind of diversified
portfolio that we are trying to ac-
quire, comments Mr. Hasan.

At the same time, with approx-
imately 63 percent of market share,
the group is well placed to take ad-
vantage of continued growth in
the demand for fertilizer, and pro-
duction at its cement plant is be-
ing expanded from 3,800 tons to
11,000 tons.

The advantage that the Fauji
Foundation has is thatitis a trust-
ed name, he adds. “Foreign in-
vestors have trust in the corporate
governance and the transparency
of the organization and are very
open to becoming partners with
us. That is one of the reasons why
the ADB is working with us. Allour
operations prove that our com-
mitment is for the long term”

The Moving Spirit Of The Nation

Pakistan State Ol has been a leading player in the country's energy market
for over 30 years. Hs innovative business approsch, extensive infrastruciure,
state-ol-tha-art technology for customas service and committment to corpote

sacial responsibility put PSO at the faretrant in shaping Pakistan's development.
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LS eople of accomplishment

rarely sat back and let things happen to them.
They went out and happened to things.”

LEONARDO DA VINCI

Things are happening in Pakistan!
Great things, progressive things.

The Government's dynamism in successﬁﬁl
execufing economic restructuring reforms rhruugﬁ
deregulation, privatization and documentation
have launched Pakistan on a
sustainable high growth path.

AKD Securities” distinction is fo make things happen: whether it is launchin
the country’s first technology venture ind, creating the first online stoc
trading platform, structuring the first private sector securitization,
or leading the league fub?e in privatization advisory mandates.

AKD Securities provides the full range of capital market services including:

- Domestic & Intl. Brokerage - Investment Research
- Investment Banking - Venture Capital & Private Equity
- Online Stock Trading - Investment Advisory

Make things happen with AKD Securities

Corporate office: 608, Continental Trade Centre,
Clifton Block 8, Karachi, Pakistan.

UAN: 111-253-111 Fax: 586-7992

il retageebBokadecufies.ne AKD SECURITIES (PVT) LTD.

Website: www.akdsecurities.net Member. Karachi & lslamabad Stock Exchange




