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Following Clarification/Rebuttal was issued to Pakistan Today in 
response to an article published on October 05, 2020 entitled: ‘SBP 
responds to objections raised by profit to Naya Pakistan Certificates.’ 
 
 

Why are we targeting non-residents Pakistanis?  

First of all we would encourage your readers to visit the SBP website dedicated to Roshan Digital Accounts 
(https://www.sbp.org.pk/RDA/index.html) to learn about all the features of these accounts.  

Non-resident Pakistanis have been contributing extensively in the growth and development of the 
country, including by sending over USD 23 billion remittances each year. The recently launched Roshan 
Digital Accounts (RDAs) and Naya Pakistan Certificates (NPCs) are part of government efforts to appreciate 
and recognize their huge contribution of overseas Pakistanis in the country’s economy.   

Specifically, RDAs provide a full spectrum of banking and investment opportunities to the overseas 
Pakistanis. NPCs are being offered within a wider strategic objective of integrating overseas Pakistanis 
with the Pakistani banking and payment system and enabling them to invest in Pakistan. This 
strengthening of the bond with overseas Pakistanis is likely to bring huge dividends both for the country 
as well as overseas Pakistanis in the medium to long term. In particular, by establishing digital banking 
channels and strengthening the ties with overseas Pakistanis, we will have sustained access to an 
additional source of foreign exchange, which so far has remained untapped. 

There are several examples around the world where the sovereign has issued bonds / certificates 
exclusively for non-residents at attractive pricing in order to augment foreign exchange buffers. This 
includes for instance Bangladesh, India, Nigeria, and Sri Lanka. 

Why are we not offering Naya Pakistan Certificates to residents? 

Kindly note that resident Pakistani with declared assets held abroad are allowed to invest in NPC by 
bringing the amounts held abroad to Pakistan, as also explicitly noted on the SBP website 
(https://www.sbp.org.pk/RDA/index.html). The objective is to incentivize these resident Pakistanis to 
bring their declared foreign exchange to Pakistan. Resident Pakistanis with foreign exchange assets in 
Pakistan are not allowed to invest in NPCs as that will result in dollarization and will put pressure on the 
exchange rate. 

We would also note that resident Pakistanis have multiple investment options ranging from short and 
long-term placements/deposits with banks at fairly attractive rates, investment in National Savings 
Schemes, Treasury Bills and Pakistan Investment Bonds, investment in stock market, mutual funds, 
property market etc. None of this was available to overseas Pakistanis despite their huge contribution in 
the economy. Pakistanis living abroad are earning in foreign exchange and the objective here is to offer 
an attractive investment alternative to NRPs so as to attract foreign exchange and build FX buffers. 
Similarly, the external inflows in RDAs and NPCs would also help to improve Pakistan’s balance of payment 
position and lessen pressure on the exchange rate. The Roshan Digital Account (RDA) channel has made 
some of these options available to them. This initiative is strategic in nature aimed at having long term 
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and sustained access to an additional source of capital. The benefits of RDA in terms of improved external 
position will also be enjoyed by the residents. 

How was the rate of return on Naya Pakistan Certificates determined? 

Non-resident Pakistanis (NRPs) have access to full range of instruments issued by different sovereign 
governments. So the appropriate benchmark to compare pricing is the prevailing secondary market yields 
on the existing $ bonds issued by Pakistan in international capital markets. 

 

In this context, the five year remaining Pakistan $ bond maturing on September 2025 is currently trading 
around 6.6%. The same bond was trading at 8.4% at end November 2018 and 11% at end March 2020. 
Sovereign yields and credit spreads of emerging market countries can be volatile. Accordingly, the yield 
of 7% on 5 year NPC is both appropriate and also reasonably attractive for NRPs as they choose among 
several alternatives available to them. If and when the credit spreads of Pakistan change in the 
international capital markets, the government has the option of reviewing the pricing on NPC. 

How will the funds raised through Naya Pakistan Certificates be utilized and returns generated? 

The funds being mobilized through NPCs will be available to the government for multiple uses including 
financing social and infrastructure spending and the budget deficit more generally. The budget includes a 
significant Public Sector Development Program (PSDP), which not only increases the productive capacity 
of the economy but also attracts private investment. The development of critically important 
communications, roads, power generation and transmission infrastructure and investment in human 
development envisaged in PSDP will boost our economic growth. 

Mobilizing incremental financing from external sources through NRPs also helps free up domestic 
resources for domestic private sector to utilize, including for making investment. Specifically, with fresh 
funds from abroad, government financing needs from domestic resources will come down, enabling banks 
to extend more credit to private sector and again helping promote economic growth.   

We would also note that the profit on NPCs is subject to a withholding tax of 10%. 

 

Other specific clarifications 

 
• Pakistan’s exchange rate regime is not the same as before. Pakistan has moved to a market-based 

flexible exchange rate regime since May 2019. The exchange rate has already adjusted and is now 
determined in the market. It has become the first line of defense against external shocks, rather than 
the country’s foreign exchange reserves.  The previous preference for a relatively fixed exchange rate 
used to result in large current account deficits and a depletion of foreign exchange reserves, 
necessitating abrupt and large depreciations of PKR. Historical averages of exchange rate depreciation 
(as given in the article) may not necessarily be a good indicator for the future trend in the exchange 
rate. 
     



• Early encashment does entail costs to the customer. The article says that there is no penalty on early 
encashment of NPCs, which is factually incorrect. The NPC encashed prematurely will earn the return 
applicable on nearest shorter completed tenor. Further, no return is admissible if an NPC is encashed 
prior to 3 months, the shortest tenor. For instance if an NPC of 12 months tenor is encashed after 9 
months, it will earn the rate applicable on 6 months NPCs, thus penalty is in built into the pricing 
structure. 
 

• NPCs are not more liquid than normal bonds. The author assumes that NPCs are more liquid than 
normal tradeable bonds. This is also factually incorrect as in the absence of secondary market, the 
investor has the only choice to return the bond to the issuer. Although SBP has made arrangements 
to redeem the NPCs within 48 hours, however it still entail a penal clause. 
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