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Impressive GDP growth vindicates

Economy is Resilient: Dr Akhtar

[Karachi, luly 21, 2008):0r Shamshad Alkhtar, Governor State Bank of Pakistan said today that
despite multiple shocks, the country’s economy has managed ta record economic growth of 5.8%, which
is above the average growth trend of 5% observed between FY91 and FYD3.

She stated this during her visit to Karachi Stock Exchange where she was invited by the K5E
fanagement toaddress ameeting of the Board of Directors of the Karachi Stock Exchange [KSE], senior
stack brokers and heads of commercial, investment banks. This was her first visit to KSE since
assumption of office in 2006, The meeting Tacilitated a constructive dialogue on the current economic
sitwation and the future prospects of the stock market.

Dr Akhtar said the stock market of the country showed a remarkable performance since 2000 in
terms of market capitalization and growth of indices. The KSE registered more than 1000 percent
increase inmarket capitalization and over900 percentincrease in the index since FYQ0. The index, which
stood at 1,520 points, with total market capitalization of Rs. 394 hillion ($6.5 billion) in FY00, grew by
leaps and bounds in the last few years and reached the level of 15,676.34 points by April 13, FY0S, with
total market capitalization of Rs. 4,720.98 billion (575 bilkon). “This growth surpasses the market
performance of major economies In the region, as a resuit of which K5E-100 index was included in the
WSCI Emernging Markets Index from June 2006," she added.

She said that Pakistan stands owt in Asia for allowing foreigners ta awn 100% of any asset in any
sector, and are not subjected to any ownership limits or discriminatory taxes on dividends in the
secandary market. At current valuations, the stock market offers an attractive option to investors, both
domestic and foreign.

In response to a question, she clarified that the central bank's Prudential Regulatory
Framework is largely supportive of exposures to the stock market, and that within the existing
regulations, banks have the aggregate capacity of an incremental amount of Rs. 40 billion to invest in
the stock market, if they wish to do so. SBP has also extended the deadline for banks' total stock
market exposure not to exceed 50% of their equity to 307 June, 2009,

However, she pointed out that stock markets should do more to mobilize resources for the
industry by encouraging more and more corporate listings as the banking sector is still unduly burdened
with meeting the bulk of the financing requirements of the economy. She also painted out that equity
market lacks depth, and continues to be small and narrow. There is also high price volatility and the
trading is largely speculative. "Therefore, there 5 a need to increase market base and reduce
speculation,” she added.

Dr Akhtar said that listed commercial banks constitute around 26.5% of the KSE-100 index, and
31.6 percent of K5E-30, and are major drivers of growth in market volumes. Though the market
capitalization of the commercial banks dropped in July 2008 as compared to its Dec 2007 levels, the
performance of banking system remalined healthy in CY0E, she added.



