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Acronyms and Abbreviations

Gross Domestic Product

Public Sector Development Program

Foreign Direct Investment

Association of Builders and Developers
Building Information Modelling

Gross Fixed Capital Formation

Naya Pakistan Housing & Development Authority
Central Asia Regional Economic Cooperation
National Highway Authority

Pakistan Credit Rating Agency

Capital Requirements Regulation

Statutory Liquidity Ratio

Public Private Partnership

Punjab Housing and Town Planning Agency
House Building Finance Company

Ease of Doing Business

Mckinsy Global Institute
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1. Sector Brief

Pakistan is theésth most populous country in the world, wi2R0
million citizens, more than 60 million strong labor forcand a
growing middle class

& 4 [ 4 There is a growing demand for houses due to a 2.4% annual population

*. ' growth rate as per census 2017

Out of total population , 36.38% resides in u rban areas whereas 63.62%
lives in rural parts

@ Paki stands Tot al ur ban uni t s

housing units standing at 12.19 million
¢ 0

i
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Figure 1- Top Ten Cities of Pakistan by Population
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Domestic Product (GDP) according to the Pakistan Economic Survey.
.‘ @ The sector employs 7.61% of the employed Pakist ani labour force.

*éﬁ;@“The countryos construction industry g

Construction activity grew by 8.06% due to an increase in
government expenditure for FY2020 according to the Pakistan
Economic Survey (2019 -2020).

Gross Fixed Capital Formation (GFCF) in private, public, and
government grew by 21.3% between FY2019 and F Y2020.

GFCF in private sector grew by 20.6% between FY2019 and FY2020.
Private sector GFCF amounted over 95% of the total.

Foreign Direct Investment  (FDI) in construction
continues to increase. The FDI in construction
was $40.4 million during July -April FY18 and
increased to $70.2 million during July -April
FY19.
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China Pakistan Economic Corridor ( CPEC) has given a
boost to the construction sector through the influx of
infrastructur al projects including highways, power
plants, and dams.

A subsidy of 30 billion PKR has been announced for the G'

Naya Pakista n Housing Development Authority (NPHDA) to

build affordable housing. CJI - <"’1ft — ‘.,
U/ . . -

Naya Pakistan Housing Program

A package of Rs. 100 Billion was announced for the construction
industry. This included tax relief, deregulation policies, reduction in
capital gains tax, reduction of sales tax on construction materials,
and investor amnesty policies.

Pageb
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2. Growth Trends in Industry
2.1 - GDP Growth

GDP from Construction

=T otal Construction GDP (PKR Billions)

44
2917

2015 2016 2017 2018 2019

Figure2 - GDP of Construction (Source: State Bank of Pakistan)

Housing andConstruction ¢Sector Profile

| GDP from construction
increased between 2015 and 2019
mainly due to China Pakistan
Economic Corridor (CPEC) projects.

1 Similarly, t he drop in GDP in
2019 is mostly attributed to the
completion of few of the large scal e
projects under CPEC and delay in
Public Sector Development Programme
(PSDP) spending because of fiscal
restructuring by the newly elected

government among other reasons

2.2 - Public Sector Development Program ( PSDP) Allocation

PSDP Infrastructure
Spending
=P yblic Sector Spending on Infrastructure (PKR Billions)

1000
S77

407.9 469

500 3%

2015 2016 2017 2018 2019 2020

Figure3 - PSDP Infrastructure Spending (Source: Planning Commissi

Pager

1 Public  Sector Development
Programme (PSDP) spending has
taken a dip between 2018 and 2020
due to currency devaluation causing
spikes in inflation and loan
commitments the country has to
creditors.

1 This has caused rethinking of
policy and affected allocati on for
infrastructure projects.
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2.3 - Foreign Direct Investment (FDI) in Construction Sector

. Overall Foreign Direct Investment

Construction Sector FDI has increased between 2015 and
= FDI from Construction (Figures in USD Million) 2019. Between 2016 and 2018
major increase in FDI is attributed
to the large scale CPEC projects in
the country. With the next phase of
CPEC projects already in pipeline
the FDI is expected to sustain its
upward and sustained trend.

708.9

2015 2016 2017 2018 PAONRY)
Figure4 - FDI of Construction Sector (Source: SBP, Statistical Supplement, :

2.4 - Projected Growth

Despite decreases in Gross Domestic Product (GDP), public sector spending on
infrastructure, and Foreign Direct Investment (FDI), the outlook remains positi ve due to
unprecedented reforms carried out by the government through restructuring,
improvement in regulatory environment and introduction of incentives and relief
packages. The expected increase in infrastructure projects under China Pakistan
Economic Co rridor (CPEC) and increased allocation for infrastructure spending due to
positive macroeconomic conditions in the future.

Construction Industry Value Projections

== Construction Industry Value, PKRbn

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Figure5 - Growth Projection (Source: Fitch Solutions)
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3. Sub Sectors

3.1- Buildings/H ousing

The country's annual demand of housing is estimated to be about 700,000 units, while
only about half of this demand is currently being met.

On the whole, the housing deficit is estimated at ten million units, which is growing
every year.

Summary of 6 th Housing and Population Census

Administrative Households Total 1998 -2017

Unit Population Average Annual
Growth Rate (%)

Pakistan 32,205,111 207,774,520 2.4%

Khyber 3,845,168 30,523,371 2.89%

Pakhtunkhwa

Punjab 17,103,835 110,012,443 2.13%

Sindh 8,585,610 47,886,051 2.41%

Balochistan 1,775,937 12,344,408 3.37%

Islamabad 336,182 2,006,572 4.91%

Capital Territory

FATA 558,379 5,001,676 2.41

Tablel - Number of Householdss Populationin Pakistan (Source: PBS)

3.2- Highways , Roads & Bridges

Pakistan ranks at 22 nd position worldwide for 263,775
Km length of its road network (13,000 km of National
Highways and Motorways, 93,000 km of provincial
highways and rest are District and Rural Roads).

First ever National
Transport Policy has
been approved by

the GoP in February
The country is likely to improve its ranking significantly 2019 and being
with the construction of new economic and connec tivity implemented
projects, especially under the China Pakistan Economic
Corridor (CPEC), the Central Asia Regional Economic
Cooperation (CAREC) Programme and continuous
government programmes.
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Northern Alignment
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Figure 6 - CPEC Routes (Source: NHA)

Road Infrastructure of Pakistan (Kms)
Sindh KPK Balochistan

Punjab GB and Aggregate

AJK
110,518 83,536 44,063 30,362 1,627 270,971
109,687 82,908 43,732 30,134 1,614 268,935
108,899 82,312 43,418 29,918 1,603 267,002
108,451 81,974 43,239 29,795 1,596 265,905
107,992 81,543 43,072 29,742 1,593 263,943
107973 81,493 43,099 29,692 1,592 263,785

Figure7 - Road Infrastructure of Pakistan (Source: PACRA, Pakistan Economic Surve§2018
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NHA Network

39 National Highways, Motorways, expressways and
strategic roads

National Highway Authority

Achievement

Length of Network
Existing Development

NHA has successfully attracted private sector
investment and has awarded/supported five projects of
worth over Rs 90 billion  in BOT/PPP model.

12,743 Kms

40 ongoing projects

Portfolio

Cost of On -Going Projects PKR 117.8b n (For eign Exchange Component - PKR
59b n) (Local component - PKR 60.9b n

CPEC Currently there are PKR 700 bin worth projects related

to NHA

Figure8 - NHA (source: Pacra, Pakistan Economic Survey, 2@)8
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3.3- Airports
Blue: International Airport

Green: Domestic Airport
Red: Aerodome
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Figurel0- Airports of Pakistan
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4. Value Chain Analysis of Construction and Housing Sector

Potential Areas of Investment and Major Players and Investors are highlighted in the
below chart. The Construction industry in this document is outlined a s per the
guidelines in the Tax Ordinance 2020. Below
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