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FRANKFURT: The European Central Bank
yesterday left its key interest rates
unchanged at its first policy meeting of the
year,  despite current volatility on the
world’s financial markets owing to concerns
about the slowing Chinese economy.

As widely expected, the ECB held its
main “refi” borrowing rate at 0.05 percent,
where it has been since September 2014.
And it also left its other two lending rates-
the marginal lending rate and the deposit
rate-unchanged at 0.30 percent and minus
0.30 percent respectively.

ECB chief Mario Draghi was scheduled
to explain the reasoning behind the latest
decision at his regular post-meeting news

conference. Analysts said they expected
him to keep the door open for more stimu-
lus later, in the face of recent financial mar-
ket turmoil.

At its last meeting in December, the ECB
cut its key “deposit” rate by a modest 0.10
percentage point to minus 0.30 percent
and extended the length of its asset pur-
chase program known as quantitative eas-
ing or QE by six months  to March 2017. 

At the same time, the ECB held its other
two key rates-the refi and marginal lending
rates-unchanged at 0.05 percent and 0.30
percent respectively, where they have been
for more than a year.

Nevertheless, the measures were widely

seen as too timid, particularly as comments
from top ECB officials had fuelled specula-
tion beforehand that it was preparing to
aggressively ramp up its bond-buying pro-
gram and further loosen monetary policy to
inject some vim into a eurozone beset by
years of torpid growth and stagnant infla-
tion.

In the wake of the widespread disap-
pointment over the moves, ECB watchers
suggested that any sudden announcement
of new measures this week would dent the
central bank’s credibility. 

‘Door still open’ 
But ECB chief Mario Draghi “will never-

theless surely indicate that the door is still
open to further easing in the coming
months,” Cates said.  “Market-based infla-
tion expectations are still far too low for
comfort and could become even further
unhinged should the oil price continue its
descent.  Downside risks to the growth out-
look have obviously increased as well as a
result of the recent financial market instabil-
ity.” Oxford Economics economist Ben May
agreed. “Markets will be looking for signs as
to whether the renewed fall in the oil price,
ongoing concerns about China and finan-
cial market weakness will see the dovish
contingent of the governing council regain-
ing the upper hand,” he argued. — AFP

ECB holds key rates unchanged

CAIRO: Chinese President Xi Jinping signed
a slew of trade deals with Egypt’s leader yes-
terday as part of a regional tour aimed at
bolstering Beijing’s economic ties and clout
in the Middle East. After arriving late
Wednesday from Saudi Arabia, Xi held talks
with Egypt’s President Abdel Fattah Al-Sisi
and was to address the Cairo-based Arab
League. State television broadcast live the
signing of 21 bilateral agreements at a presi-
dential palace in Cairo in the presence of the
two leaders.

Earlier yesterday state-run newspaper Al-
Ahram reported that the deals were worth
$14 billion in the electricity, transportation,
agriculture, civil aviation and housing sec-
tors.

In an article in Al-Ahram ahead of his vis-
it, Xi expressed China’s backing for Egypt
running its affairs without outside interfer-
ence.

“China supports the people of Egypt in
making independent choices for the future
of their own country,” he wrote. He also said
China supported Egypt “playing an active
role in regional and international affairs”.

Xi’s regional tour, his first to the Middle

East as president, will take him next to Iran.
Beijing has long taken a backseat to other
diplomatic players in the Middle East but
analysts say the region is crucial to Xi’s signa-
ture foreign policy initiative-known as “One
Belt One Road”-touted as a revival of ancient
Silk Road trade routes.

China, the world’s second-largest econo-
my, also relies heavily on oil and gas import-
ed from the energy-rich Middle East. Xi’s visit
to Egypt comes just ahead of the January 25
anniversary of the 2011 revolution that top-
pled longtime Egyptian autocrat Hosni
Mubarak.

Saudi-Iran row 
Mubarak’s ouster was followed by unrest

and eventually a military overthrow of his
Islamist successor Mohamed Morsi, the
country’s first freely elected president, by
then-army chief Sisi.

As well as addressing the Arab League, Xi
was to visit Egypt’s newly convened parlia-
ment, which was sworn in earlier this month
after elections dominated by pro-govern-
ment candidates. In Saudi Arabia, Xi met
with King Salman and oversaw the opening

of a joint-venture oil refinery in the Yanbu
Industrial City on the Red Sea.

Saudi Arabia is China’s biggest global
supplier of crude. Few details have emerged
of Xi’s talks with leaders in Riyadh but he
had  been expected to seek to ease tensions
between Saudi Arabia, the region’s main
Sunni power, and Shiite rival Iran.

Saudi Arabia and a number of its Sunni
Arab allies broke diplomatic ties with Tehran
earlier this month after protesters angry over
Riyadh’s execution of a prominent Shiite
cleric ransacked Saudi diplomatic missions
in Iran. Iran and Saudi Arabia back opposing
sides in a range of Middle East conflicts,
including in Syria and Yemen, and there are
fears the row could derail diplomatic efforts
to resolve them.

Xi was expected today in Iran, just days
after sanctions were lifted when Tehran
implemented its historic nuclear deal with
world powers. China, with the United States,
Britain, France, Germany and Russia, was
among the countries that reached the
agreement with Iran in July to curtail its
nuclear activities in exchange for ending
international sanctions. — AFP

CAIRO: Chinese President Xi Jinping (right) and Egypt’s President Abdel Fattah Al-Sisi (left) greeted by children during a
welcome ceremony in the Egyptian capital Cairo. — AFP

Xi signs Egypt deals as China 
looks to boost Mideast clout
$14bn deals also include electricity and transportation

Iraq oil exports at
record, unaffected

by Iran’s return 
BAGHDAD: Iraq’s plan to increase oil output this year will
go ahead, with exports running in January at a record level
and unaffected by Iran’s return to the market, Iraqi Oil
Minister Adel Abdul Mahdi told Reuters yesterday.

Iraq, OPEC’s second-largest producer, expects output
from the country’s southern region to increase by up to
400,000 barrels per day (bpd) this year to over 4 million
bpd, he said during an interview in Baghdad. Iraq also pro-
duces oil from the north but revenues from those sales go
to the Kurdish self-ruled region, not the central govern-
ment in Baghdad. The north produces more than 600,000
bpd.

Iraq will be offering competitive prices to market its
additional crude output, the minister said, adding that it
had made contracts with Chinese refineries covering all of
2016. “In fact, we in Iraq are not short of contracts,” he said.
“Until now, the demand on our oil is more than our offer,
even with the return of Iran.”

The United States, the European Union and the United
Nations lifted most sanctions on Iran last week, removing
restrictions on Iranian oil sales under a deal in which
Tehran agreed to curbs on its nuclear program. “Iraqi oil
will remain cheap for China,” Abdul Mahdi said.

“Our 2016 term contracts are fully booked.”
The average cost of extraction in southern Iraq is about

$10 per barrel, he said.
Crude prices have sunk to below $30 a barrel, from

more than $100 two years ago, amid a global glut fuelled
mainly by rising production of North American shale oil.

EMERGENCY OPEC MEETING?
Saudi Arabia, OPEC’s top producer, led a move by the

organization to preserve its market share, rejecting calls by
some members including Algeria and Venezuela to cut out-
put in order to boost prices. Lifting oil prices now would
require the Organization of the Petroleum Exporting
Countries and non-OPEC nations to agree on curbing out-
put by about 1.5 million bpd, the Iraqi minister said.

Iraq would support an emergency meeting of OPEC if
the group could agree on curbing output in coordination
with non-OPEC producers, he added.

An agreement should include “OPEC and non-OPEC
because now everybody is affected”, he said, indicating he
would back an Algerian proposal made in a previous meet-
ing of the organisation to shave 5 percent off global out-
put. “We should all agree on a certain level of production
cut: 5 percent of global production will be very good; even
less than that should be acceptable,” he said. “A 1.5-million-
barrels cut from markets will significantly affect prices.”

If such an agreement were impossible, OPEC should
refrain from holding any extraordinary meeting in order
not to depress prices further, he said.

“We are ready to attend on condition that everybody
attends and there should be an agreement,” he said. “We
will send a wrong message if we go and meet and come
out with a negative result that will further negatively affect
prices.” —Reuters


