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Nepal - Pakistan Trade Relations

General Background

Nepal and Pakistan officiallyestablished
diplomatic relations on 29 March 1960.
Both nations have since sought to expand
trade, strategic and military cooperation.
Besides Nepal and Pakistan are both
signatories of the South Asia Free Trade

Agreement (SAFTA)
I. - Trade Related Agreements between
Nepal and Pakistan

1962, Trade and Payments Agreements, was
signed on October 19 aimed to diversify Nepal’s
trade with Pakistan in a systematic way and
open avenues for closer relations and
collaboration between the two countries.

1982, Trade Agreement, was signed on
July 28 to replace the version of the 1962
Trade Agreement.

Summary Table

Basic Economic Indicators of Pakistan

BASIC INDICATORS

Population (million, 2016) 193.2
GDP (billion current US$, 201 7) 304.3
GDP (Trillion current PPP USS$, 2017) 1.060
Trade to GDP ratio (2014-2016) 14.2
Tariff binding coverage (%) 98.7
Rank in world trade, 2016

Exports . 66
Imports 55

Pakistan in Multilateral Trading System

WTO accession 1 January 1995

Trade Policy Review %8 ks nd 26 march
11

February, 2015 as

GPA accession Observer

Tariffs and duty free imports

1962 |Payments nation”, enhance
Agreements industrialization, special
payment arrangement and
payment of transaction in

Pound Sterling

Year Title .Majn
highlights Tariff binding coverage (%) 155
Trade and | Grant the “most favored MEFN tariffs gg:::ll d 2A(}’1P61ied

Simple average of
import duties

Facilitate and develop the
trade between two
countries, grant ‘most
favored nation’, introduce
restriction to protect
public morals

1982 Trade
agreement

All goods 60.9 12.1
Agricultural goods (AOA) 96.2 13.4
Non-agricultural goods 55.1 11.9

Non ad-valorem duties
(% total tariff lines)

MFN duty free imports
(%, 200 ?’

in agricultural goods
(A(%X)

in non-agricultural goods

Services sectors with GATS

commitments




Nepal's Trade with Pakistan Major Products of Export and

Import with Pakistan
Year Exports | Imports | Balance
(000) (000) (000)
Export Import
F.Y.2007/08] 80,681 179,766 -99,085
Medicinal Dates
F.Y.2008/09| 86,003 248,893 [-162,890 Herbs
F.Y.2009/10{ 78,971 281,240 202,269 Hides and Instruments
skins and Appliances
F.Y.2010/11] 142,338 293,747 -151,409 g
Rosin and Non-wired
F.Y.2011/12]225,907 266286 -40,379 resin acid glaes
Medicine Boards,sheets,p
F.Y.2012/13[139,886  |344,581  [-204,695 Lt o e
einforced with
F.Y.2013/14|86,976 350200  |-263,224 remiore
paperboard only
F.Y.2014/15|28,777 415,858 -387,081 Gum, wood or Spi
sulphate pangs
F.Y.2015/16|47,719 271,734 -224,015 turpentine oils
Tea Animal Feed
F.Y.2016/17]|435,794 155,478 -280,316
Woolen Medicinal
Products Herbs
p . Chemical Residual
Balance of Trade with Pakistan products of the
500000 | chemical or
400000 | allied industries
S Vegetabl
200000 | egetable saps .
100,000 and extracts carpet and textiles
0
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SWOT Analysis of Bilateral Trade with Pakistan

Strength

- Nepal and Pakistan has cordial relation based
on mutual resepct and understanding since
1960

- Both the countries are members of
SAARC,SAPTA, BIMSTEC and hence has
common interest of expanding economic
opportunities including trade.

- Nepal isrich in biodiversity and hence can
export medicinal herbs like herbs like Cordyceps
sinensis(Yarshaghumba), Jatamanshi, etc to
Bangladesh

Opportunity

- The economy of Pakistan is the 26th largest in
the world in terms of purchasing power parity
(PPP) as per data of 2016 and this indicates the
huge market in Pakistan for authentic Nepali
products

- Pakistan has huge demand for cardamom and
ginger that can be catered by Nepalese export.

- Nepal, being one of the LDCs, can enjoy special
provisions, benefits, concessions and facilities
of WTO. Similarly, technical assistance can be
obtained from developed countries with the
help of which Nepal can be competitive in trade
with Pakistan and can promote trade.

Weakness

Nepal has inherent domestic weaknesses like poor
infrastructure, lack of competitiveness, under-developed
capital and money market, lack of well-developed and
strong private sector, lack of effective regulatory
framework, low level of human capital and lack of sound
business environment.

Since Nepal and Pakistan is not directly connected by
land its difficult to transport goods and services to
Pakistan ~

Tough competition from other SAARC
countries.

Non traiff measures creating additional
hinderance in trade with Pakistan

SAPTA and its later culmination to SAFTA is
bound to invite keen competition in export from
within the SAARC region.




