Contents

Governor’s Message
Governance Structure of State Bank of Pakistan

Strategic Objectives of SBP

1.  Maintaining Price Stability with Growth

11
1.2
1.3

14
15
1.6
1.7

1.8

Overview

Monetary Policy statement

Conduct of Monetary Policy and Credit Policy

1.3.1  Open Market Operations (OMOs)

1.3.2  Discount window Operations

1.3.3  Statutory Liquidity Requirement (SLR) and Cash Reserve Requirement
(CLR)

Interest Rate Trends / Yield Curve

Government Bonds Market

Strengthening the process of Monetary Policy Formulation and Implementation

Framework for Monetary Policy

1.7.1  Macro Modeling and Forecasting

Strengthening of Research Functions

1.8.1  SBP Research Bulletin

1.8.2  SBP Working Papers

1.8.3  SBP International Conferences and Seminars

1.8.4  Disseminating SBP Analysis in National Language

1.8.5  SBP Annual and Quarterly Reports

1.8.6  Inflation Monitor

1.8.7  Publications from Statistics and Data Warehouse Department

2. Broadening Access to Financial Sector

2.1
2.2

2.3

Overview

SME

2.2.1  SME Credit Performance

2.2.2  SBP Initiatives for Growth in SME Finance

2.2.3  Commodity-wise Position

Microfinance

2.3.1  Expanding Microfinance Outreach — EMO Achievements

2.3.2  Improving Access to Financial Services Program — IAFSP Developments
2007-2008

2.3.3  Capacity Building Endowment Fund

2.3.4  Policy and Regulatory Framework

=

15
15
15
16
16
17
18

18
19
20
20
21
21
21
22
22
22
22
23
23

25
25
25
25
25
27
28
28
29

29
29



24

25

2.6

Housing and Infrastructure Finance

2.4.1  Housing Finance Market in Pakistan

2.4.2  Infrastructure Finance Market

2.4.3  SBP Initiatives to Promote Housing and Infrastructure Financing
Agricultural Credit Targets for FY08

25.1  SBP’s Initiatives for Promotions of Agricultural Credit

Financial Inclusion Program

2.6.1  FIP Design Document

2.6.2  Development Finance Conference

2.6.3  Regional Forum on financial Inclusion

Ensuring Soundness of Financial Sector

3.1
3.2

3.3

3.4

35

3.6

Overview

Ensuring Stability of Banking System

3.21  Capacity Building and Basel-II

3.2.2  Implementation of Basel-II

3.2.3 Changes in CRR/SLR and Changes in CRR/SLR on F.E. 25

Strengthening Legal Framework

3.3.1 Enhanced Focus on Corporate Governance

3.3.2  Restructuring / Privatization of Banks / DFIs

3.3.3  Enhancing the Outreach of Banking Services through Branchless Banking

3.3.4  Mergers and Acquisitions in the Banking Sector

3.3.5  Issuance of Global Depository Receipts

3.3.6  Enhancing the Outreach of Bank Branches

3.3.7  Protection of Borrowers and Depositors — Instructions on Lending and
Deposit Rates

3.3.8  Guidelines on Outsourcing Arrangements

3.3.9  Entry of New Players in the Banking Sector

Status of Islamic Banking in Pakistan

3.4.1 Initiatives Taken by SBP to Promote Islamic Banking

Vigilant Supervisory System

3.5.1 Revisiting Institutional Risk Assessment Framework (IRAF)

3.5.2  Online Submission of Returns

3.5.3  Consolidated Supervision: Needs and SBP Efforts

3.5.4  Forum for Banking Departments

Proactive Inspection

3.6.1  Restructuring the Department

3.6.2  Inspection of Information System

3.6.3  Basel-1l Implementation

3.6.4  Devising Tools for Anti Money Laundering (AML)

30
30
30
30
31
32
34
35
35
35

37
37
37
37
38
38
39
39
39
40
40
40
41
41

41
41
42
42
44
44
45
45
46
46
46
46
46
46



Exchange Rate and Reserve Management

4.1
4.2
4.3
4.4

45
4.6

4.7

Overview

Foreign Exchange Market

Reserve Management

Changes in Foreign Exchange Regime

4.4.1  Payments against POL Products

4.4.2  Advance Payments against Imports

4.4.3  Remittance of Surplus Funds by Foreign Airlines

4.4.4  Advance Payments against Imports on L/C Basis

445  Advance Payments up to US$ 10,000

4.4.6  Forward Cover Facility

4.4.7  Payment against POL

Home Remittances

Exchange Companies

4.6.1  Discontinuation of Nostro Account

4.6.2  Enhanced Surrendering Requirements in the Interbank Market
4.6.3  Restriction on Export of certain Currencies

4.6.4  Linking of Outward Remittances with Inward Remittances
4.6.5 Mandatory Withdrawal in Cash US Dollars from Export Proceeds
4.6.6  Encashment of Reporting Requirement

4.6.7  Approval Requirement for Effecting Major Transactions
Export of Permissible FCYs by Exchange Companies through Lahore Airport

Strengthening Payment System

5.1
52
53

54

55
5.6

5.7
538
59
5.10

Overview

Payment systems and Electronic Fund Transfer Act 2007
Real Time Gross Settlement (RTGS)

5.3.1 RTGS Launch

Performance of Retail Payment Systems

5.4.1 Retail Payment System

5.4.2  Paper Based and e-Banking Transactions
SWIFT Service Bureau

ATM Network Performance Enhancements

5.6.1  SLA and SOP between 1LINK and MNET Switches
5.6.2  Management of ATM Cash and Downtime
5.6.3  Utility Bills Payments on ATMs

5.6.4  Operational Guidelines on ATMs

5.6.5  Settlement function (for ATM Transactions)
5.6.6  Synchronization of Settlement Time

5.6.7  Inter-Switch Committee

5.6.8 Interoperability of Switches

5.6.9  Business Continuity Plan / Disaster Recovery / Backup for Switches
Clearing of Paper Based Instruments

Standardization of Paper Based Instruments and SLA
Guidelines for Third Party ATM

Policy Paper on E-Money

49
49
49
51
52
52
53
53
53
53
53
53
53
54
54
54
54
54
54
54
54
55

57
57
57
57
57
58
58
59
59
59
59
60
60
60
60
60
61
61
61
61
61
62
62



Management Strategy of SBP

6.

Human Resource Developments

6.1
6.2

6.3

6.4

Overview

HR Profile

6.2.1  HR Policies and Recruitment

6.2.2  Performance Measurement and Improvement System (PMIS)
6.2.3  Reward and Recognition

6.2.4  Promotion at SBP

6.25  New Departments

6.26  Reward Management

6.2.7  Employee Turnover

Training & Development

6.3.1  In-house and Domestic Training

6.3.2  Foreign Training and Higher Education
6.3.3  Internship Programs

6.3.4  International Internship Program-2008
6.3.5 International Attachment/Visit Programs
6.3.6  Training Need Assessment (TNA)

6.3.7  SBP Library

Procurement and State of the Art facilities

Information Technology Developments

7.1
7.2
7.3
7.4
7.5
7.6

Overview

Globus Banking & Currency Solutions
Oracle ERP

Data Warehouse

Web

Infrastructure

SBP Subsidiaries

8.

State Bank of Pakistan Banking Services Corporation (Bank)

8.1
8.2
8.3
8.4
8.5
8.6
8.7
8.8
8.9
8.10
8.11

Overview

Currency Management

Banking Services to the Government
Payment System

Foreign Exchange Operations and Adjudication
Development Finance Support Services
Internal Audit and Controls

Human Resource Management
Organizational Development

Training & Development

Business Planning

67
67
67
67
68
69
69
69
69
70
70
70
70
70
71
71
71
71
73

75
75
75
76
76
76
77

81
81
81
83
83
84
85
86
87
88
88
89



National Institute of Banking & Finance (NIBAF)
9.1  Overview

9.2 Composition of Trainings & Development
9.3  Training Delivery and Participation

9.3.1 State Bank of Pakistan
9.3.2 SBP BSC (Bank)
9.3.3 International Training

9.4 Priority Sectors-Certification

94.1 Rural Finance Resource Centre (RFRC)

9.4.2 SME Finance

943 Mortgage Training Program

9.4.4 Islamic Banking Certificate Course

945 Other activities in Islamic Banking

9.4.6 Training Programs for ABL Compliance Officers

9.5 NIBAF Linkages with other Institutions
9.6 Evening Talks/Lectures Series Program

9.6.1

Outsourced Training Programs and Activities

Finance of SBP and Subsidiaries

10.

11.

Annual Budget Review 2007-08

10.1 Overview

10.2 Corporate Expenses
10.3 Establishment Expenses
10.4 Operating Expenses

Annual Financial Performance Review 2007-08

11.1 Overview

11.1.1  Summary of Profit and Loss Account
11.2 Income
11.2.1  Net Discount/Interest/Markup and/or return Income
11.2.2 Discount, interest/Markup and/or return Earned
11.2.3  Interest/Markup Expense
11.2.4 Commission Income
11.2.5 Exchange Gain/(Loss) — Net
11.2.6  Dividend Income
11.2.7 Other Operating Income — net
11.2.8 Other Income — net

11.3 Expenditure

11.3.1 Bank Notes Printing Charges

11.3.2  Agency Commission

11.3.3  General administrative and other expenses
11.3.4 Other Charges

11.3.5 Provisions

11.4 Distributional Profit

91
91
91
92
92
93
93
94
94
95
95
96
96
96
96
96
97

101
101
101
102
102

103
103
103
103
103
103
104
104
104
105
105
105
106
106
106
106
106
106
106



12. Consolidated Financial Statements of SBP and its subsidiaries
13. Financial Statements of SBP
14.  Financial Statements of SBP-BSC (Bank)
15. Financial Statements of NIBAF
Annexure:
A Chronology of Policy Announcements
A-1 Banking Policy & Regulation Group
A-2  Development Finance Group
A-3  Financial Market/Reserve Management Group
A-4  Payment System
B-1 Central Board — Decisions and Deliberations during 2007-08
B-2 Business Continuation Management
B-3 Risk Based Audit Approach
C  Organizational Chart
D  Management Directory
E List of Publications

107

141

175

193

18
21
22
27
30
32
33
35

39



