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Pakistan’s domestic savings
rate remains low: SBP official

FAWAD YOUSAFZAI
ISLAMABAD

Pakistan’s domestic savings
rate has remained stuck around
12 to 15 percent for nearly two
decades—below the 20 percent
threshold commonly associ-
ated with sustained economic
growth and investment takeofl.
This was stated by Sohaib
Jamali, Additional Director/Di-
vision Head at the State Bank
of Pakistan, while talking as a
keynote speaker at a seminar
on “The Challenges of Low Sav-
ings in Pakistan”. The seminar,
chaired by PIDE Vice Chancellor
Dr Nadeem Javald, was organ-
ised by Pakistan Institute of De-
velopment Economics (PIDE).
Sohaib Jamali opened the
discussion by presenting fresh
analysis from the State Bank’s
thematic work. Since most
economies finance the bulk of
investment through domestic
savings, he argued that Paki-
stan's shortfall is structural
rather than cyclical, shaped by
a rare combination of low and
volatile growth, high inflation,
heavy youth dependency, wide-
spread informality, and shallow
financial sector development.
Even when compared with
countries sharing similar char-
acteristics, Pakistan's savings
rate continues to lag behind.
Jamali asserted that while
houscholds do save, persistent
public sector dissaving and
weak intermediation  dimin-
ish the impact of those savings.
Over the past decade, a large

share of household financial
savings—through National Sav-
ings Schemes, mutual funds, in-
surance pools, and bank depos-
its—has ultimately flowed into
government  securities, where
spending efficiency and produc-
tivity gains remain limited. He
added that real retums on most
formal instruments have been
low or negative after adjusting
for inflation, prompting savers
to seek refuge in gold and real
estate, the only assets that con-
sistently preserved value over
the last ten years. Houschold

low-income households.
Speaking on the occasion, Dr
Haider Ali, Director of PIDE’s
Macro Policy Lab, noted that
Pakistan's savings challenge
spans economic, demographic,
institutional, and behavioral
dimensions. He emphasized
that even with higher savings,
growth outcomes would re-
main muted without address-
ing declining productivity,
which reduces the effectiveness
of investment. "A low domes-
tic savings rate is a symptom
of deeper structural issues,”

eSS
Savings rate far below 20 percent
threshold commonly associated
with sustained economic growth
and investment takeoff

survey evidence further showed
that most working-age Paki-
stanis prefer to consume first
and save what remains, which,
combined with rising out-of-
pocket expenses and low edu-
cational attainment, depresses
their capacity to build savings.
Financial literacy gaps and
taxes on banking transactions
have weakened trust in for-
mal channels, while partici-
pation in capital markets re-
mains thin, and insurance and
pension penetration are still
modest. The discontinuation
of postal savings in 2021, he
added, removed an important
last-mile savings channel for

stated Dr. Haider. "We see that
about 45% of Pakistanis are
poor, and the middle class has
been eroding over time—this
crosion directly weakens our
national savings pool.”

In his closing remarks, Dr
Nadeem Javaid highlighted
the social, cultural, and incen-
tive structures that shape sav-
ing behavior in Pakistan. With
a sizeable housing shortage,
real estate continues to gener-
ate outsized returns, attracting
both formal and informal sav-
ings. “Strong family ties and a
culture of philanthropy cre-
ate a de facto safety net” Dr
Nadeem observed. “This inad-

vertently diminishes the incen-
tive for precautionary savings
among households” Drawing
from international experienc-
es, Dr Nadeem noted that man-
datory, long-term pension sav-
ings supported by employer
contributions and professional
fund management can mobi-
lize large pools of stable capital
for national development, but
only if accompanied by trans-
parent governance and pro-
ductive deployment. “We must
lift our domestic savings rate
to at least 20 percent of GDP,
while simultaneously  driv-
ing productivity growth and
strengthening our financial ar-
chitecture,” he concluded.

The seminar concluded with
a consensus that Pakistan's sav-
ings challenge demands coher-
ent, long-horizon economic and
social reforms. These indude
rebalancing incentives by ratio-
nalizing taxes on deposits and
transactions, reducing distor-
tions that fuel speculative real
estate investment, strengthen-
ing capital markets, broaden-
ing retail participation through
asset management channels,
expanding takaful and pen-
sion systems, restoring last-
mile savings access through
digitized postal and branchless
platforms, and building trust
through stronger consumer
protection and transparent
regulation. Participants empha-
sized that higher savings must
be paired with higher incentives
to translate investment into sus-
tainable economic growth.
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PIDE spotlight: Why

Pakistan saves too
little-and how to fix it

ISLAMABAD: Chaired by PIDE Vice
Chancellor Dr. Nadeem Javaid (SI),
Pakistan Institute of Development
Economics (PIDE) hosted a semi-
nar on “The Challenges of Low Sav-
ings in Pakistan,” featuring Sohaib
Jamali, Additional Director/Division
Head at the State Bank of Pakistan,
as the keynote speaker. Dr. Haider
Ali, Director of PIDE's Macro Poli-
cy Lab, served as discussant, while
the session was moderated by Amna
Riaz, Research Economist at PIDE.
Mr. Jamali opened the discussion by
presenting fresh analysis from the
State Bank's thematic work, noting
that Pakistan’s domestic savings rate
has remained stuck around 12 to 15
percent for nearly two decades—below
the 20 percent threshold commonly
associated with sustained economic
growth and investment takeoff. Since
most economies finance the bulk of
investment through domestic savings,
he argued that Pakistan’s shortfall is
structural rather than cyclical, shaped
by a rare combination of low and vol-
atile growth, high inflation, heavy
youth dependency, widespread infor-
mality, and shallow financial sector
development. Even when compared
with countries sharing similar char-
acteristics, Pakistan’s savings rate
continues to lag behind. Mr. Jamali as-

serted that while households do save,
persistent public sector dissaving and
weak intermediation diminish the im-
pact of those savings. Over the past
decade, a large share of household
financial savings—through National
Savings Schemes, mutual funds, in-
surance pools, and bank deposits—has
ultimately flowed into government
securities, where spending efficiency
and productivity gains remain limited.
Mr. Jamali added that real returns on
most formal instruments have been
low or negative after adjusting for in-
flation, prompting savers to seek ref-
uge in gold and real estate, the only
assets that consistently preserved val-
ue over the last ten years. Household
survey evidence further showed that
most working-age Pakistanis prefer to
consume first and save what remains,
which, combined with rising out-of-
pocket expenses and low educational
attainment, depresses their capacity to
build savings. Financial literacy gaps and
taxes on banking transactions have weak-
ened trust in formal channels, while par-
ticipation in capital markets remains thin,
and insurance and pension penetration
are still modest. The discontinuation of
postal savings in 2021, he added, removed
an important last-mile savings channel
for low-4ncome households. Speaking as
discussant, Dr. Haider Ali praised the di-

agnostic for its depth and breadth, noting
that Pakistan's savings challenge spans
economic, demographic, institutional, and
behavioral dimensions. He emphasized
that even with higher savings, growth out-
comes would remain muted without ad-
dressing declining productivity, which re-
duces the effectiveness of investment. “A
low domestic savings rate is a symptom of
deeper structural issues,” stated Dr. Haid-
er. “We see that about 45% of Pakistanis
are poor, and the middle class has been
eroding over time—this erosion directly
weakens our national savings pool.” In his
closing remarks, Dr. Nadeem Javaid high-
lighted the social, cultural, and incentive
structures that shape saving behavior in
Pakistan. With a sizeable housing short-
age, real estate continues to generate
outsized returns, attracting both formal
and informal savings. “Strong family ties
and a culture of philanthropy create a de
facto safety net,” Dr. Nadeem observed.
“This inadvertently diminishes the in-
centive for precautionary savings among
households.” Drawing from internation-
al experiences, Dr. Nadeem noted that
mandatory, longterm pension savings
supported by employer contributions
and professional fund management can
mobilize large pools of stable capital for
national development, but only if accom-
panied by transparent governance and
productive deployment.—DNA




