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TOKYO: Japan looks increasingly likely
to fire both fiscal and monetary barrels
in the coming weeks to help recovery
and arrest unwelcome gains in the yen,
with direct currency intervention off
the table after a cool reception from its
US ally.

After the rising yen helped push
exports down for a sixth month in
March and deadly earthquakes hit
southern Japan last week, the Bank of
Japan (BOJ) is facing calls from govern-
ment aides to promptly expand its
money-printing stimulus.

Prime Minister Shinzo Abe is already
set to announce a fiscal stimulus plan of
up to 10 trillion yen ($91 billion) extra
spending around the time he hosts a
Group of Seven summit in late May,
which could agree on more government
expenditure to boost global growth.

And he could top that up with disas-
ter-relief spending after the quakes, say
government and ruling party officials
involved in the policy-making. Abe’s
aides also said the economic impact of
the quakes raised the chances he would
delay a sales tax hike scheduled for next
year and increased the need for more
central bank action.

“If output weakens and consumer
sentiment cools as a result of the
quakes, the conditions justifying addi-
tional monetary easing would all fall
into place,” said a senior government
official with direct knowledge of policy-
making. The BOJ has been printing up
to 80 trillion yen a year to buy bonds
since 2013 in a bid to end decades of
stagnation and deflation, and sources
have told Reuters it is likely to debate
further monetary easing when it reviews
policy on April 27-28.

Though policymakers hope a combi-
nation of fiscal and monetary stimulus
measures will head off the yen’s rise and
restart Japan’s stalled economic recov-
ery, some doubt that the weapons avail-
able to the central bank and govern-
ment are powerful enough to make
much difference.

Hideo Kumano, chief economist at
Dai-ichi Life Research Institute, said it
was “uncertain whether tax revenues
will  increase enough to fund a big
spending package”, and the BOJ’s most
recent gambit - negative interest rates -
had failed to trigger the desired market
response.

There are also concerns that the BOJ
so dominates the market for Japanese
government bonds that it is becoming
increasingly difficult to satisfy its exist-
ing demand, let alone a further increase.

HELICOPTER VIEW
Despite such doubts, looser mone-

tary policy might be the only show in
town to cool the yen, after Washington
last week emphasised G20 commit-
ments to avoid currency devaluations,
apparently brushing off Tokyo’s view
that the yen’s rise was “one-sided”.

The dollar hit 17-month lows below
108 yen last week, unsettling policymak-
ers, who see any slide in the currency
pair below 105 yen as alarming. It has
since rallied a little to around 109 yen.

Though there have been signs of
growing tension between Abe and cen-
tral bank governor Haruhiko Kuroda -
each expecting the other to do more to
address Japan’s economic ills - they
appear to see eye to eye on addressing
an overly strong yen. Kuroda has also
described the yen’s rise as excessive and

warned that he could use monetary pol-
icy if it jeopardises his target of pushing
inflation up to 2 percent, a goal that has
already missed one deadline after
another.

There are even calls for the BOJ to
resort to “helicopter money” - printing
fresh cash for direct injection into the
economy, instead of its current easing
measures, which direct new money to
the banks, in the hope that they boost
lending to the economy.

Kozo Yamamoto, a senior ruling par-
ty lawmaker and key Abe aide, on
Thursday urged the government to pre-
pare a spending package of around 20
trillion yen to be funded by the BOJ’s
money printing. The fiscal package in
the works already includes plans to offer
payouts to families with children and
higher salaries to employees in child-
care facilities.

Such spending, aimed at increasing
Japan’s birth rate and having more
women return to the workplace, could
add up to around 7 trillion yen over the
next few years, internal government
estimates show. While the government
hasn’t produced estimates on the exact
damage from the quake, disaster relief
could add another 5 trillion yen to the
bill, some analysts say.

Kuroda has said he won’t resort to
helicopter money, but his policies have
brought negative yields on govern-
ment bonds for up to 10 year tenors,
which effectively means government
borrowing creates a newly printed
profit it can spend.

“We’re already essentially doing
helicopter money,” said one of the
officials with direct knowledge of poli-
cy-making. — Reuters

Caterpillar Q1 profit meets 
Street’s view, sales fall 

PEORIA, Ill: Caterpillar’s first-quarter adjusted profit met Wall
Street’s view, even as sales declined across various categories
while it continues to deal with soft product demand. The min-
ing and construction equipment company lowered its full-year
profit forecast.

Shares slipped in premarket trading before the market
opened yesterday. For the three months ended March 31,
Caterpillar earned $271 million, or 46 cents per share. A year ear-
lier the company earned $1.25 billion, or $2.03 per share.

Removing restructuring costs, earnings were 67 cents per
share. This met the expectations of analysts surveyed by
Zacks Investment Research. Revenue fell to $9.46 billion from
$12.7 billion. Caterpillar Inc said yesterday that it foresees a
full-year adjusted profit of $3.70 per share, down from its pri-
or outlook of $4 per share. Analysts polled by FactSet expect
$3.62 per share.

The company now anticipates 2016 sales and revenues in a
range of $40 billion to $42 billion. Its previous guidance was for
sales and revenues between $40 billion and $44 billion.
Caterpillar said that it now expects restructuring costs of about
$550 million for the year, up from the $400 million it had previ-
ously predicted. The Peoria, Illinois-based company said the
main reason for the increase in costs was because it decided to
end production of on-highway vocational trucks. At quarter’s
end, Caterpillar had 114,300 employees. That compares with
129,400 in the year-ago period. The company said in January
that it planned to close five plants, causing a loss of about 670
jobs in Illinois and several other states. The move is part of a
broader cost-cutting campaign announced last year that’s
expected to affect about 10,000 jobs over three years. — AP

Yen sinks on potential 
for BoJ stimulus move

LONDON: The yen skidded by more than 1 percent to a 2-1/2-week
low against the dollar yesterday after a report said that the Bank of
Japan is considering expanding its negative rate policy to bank loans
and could cut rates further. The BOJ could consider the new step if
policymakers decide to lower the negative 0.1 percent interest rate
applied to some bank reserves parked with the central bank,
Bloomberg reported on its website.

The yen has gained about 10 percent against the dollar since the
BOJ announced that it was adding negative interest rates to its stim-
ulus program at the end of January, a step that would usually be
expected to weaken a currency. However, a combination of factors
have pushed the yen higher: risk-averse markets stoking demand for
safe havens, rising real interest rates in Japan and a fall in the dollar
because of a push-back of US rate expectations.

On Friday, though, the yen weakened by as much as 1.2 percent
to 110.76 per dollar, heading towards its worst week in 12. The BOJ’s
next two-day policy review ends on April 28.

“If they (the BOJ) were to have some sort of a subsidy policy for
the banks, that would allow greater room for policy rates to go low-
er,” said Alvin Tan, a Societe Generale currency strategist in London.

In the BOJ’s separate semi-annual report assessing Japan’s finan-
cial system, the central bank said its negative interest rate policy will
weigh on financial institutions’ profits for the time being, though
they have the strength to continue taking on risk. The yen also fell
more than 1 percent against the euro to a low of 124.93 yen before
recovering a little to 124.625 yen, down 0.8 percent on the day.

The euro fell 0.3 percent against the dollar to a one-week low of
$1.12555, with traders citing a worse than expected German pur-
chasing managers’ index (PMI) survey. The European single currency
had reached as high as $1.1399 during a European Central Bank
news conference on Thursday but then weakened again to more or
less where it was before. — Reuters

TOKYO: A man looks at an electronic stock board of a securities firm in Tokyo yesterday. Asian stocks fell yester-
day after Wall Street broke a three-day winning streak and declined. — AP

Japan eyes double-barreled 
stimulus to ease yen strains
Abe eyes extra fiscal spending after quake damage


