
PARIS: French Economy Minister Bruno Le Maire said yes-
terday that Britain must pay what it owes to the European
Union and it is a non-negotiable prerequisite for Brexit
talks. “I will say what Margaret Thatcher used to say: We
want our money back,” Le Maire said, answering questions
from lawmakers in the economic affairs committee of the
French parliament.

“We can always debate on the amount but on the fact
that the United Kingdom must pay what it owes to the
budget of the European Union, it is a non-negotiable pre-
requisite at the start of the (Brexit) discussions,” Le Maire
said. The EU wants London to accept a bill to cover its
share of EU spending commitments made while Britain
was a member, an amount which Le Maire said could be
up to 100 billion euros ($115 billion).

“The payment by the United Kingdom of its remainder
... is a non-negotiable prerequisite for any discussion of the
future of our relations,” he added. —Reuters
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FRANKFURT AM MAIN: German
chemicals manufacturers expressed
confidence yesterday with regard to
the outlook for the sector, raising their
full-year forecasts for sales and output
after a strong performance during the
first six months. Industry federation VCI
said that sector-wide output increased
by 1.5 percent in the period from
January to June. 

And manufacturers were able to
increase their selling prices as prices
rose for oil, an important raw material,

and capacity utilization increased. The
combination of increased output and
higher prices enabled VCI members to
boost sales by around 5.0 percent to
96.9 billion euros ($111.5 billion) in the
January-June period. Looking to the full
year, the federation raised its forecast
for output growth to 1.5 percent from
1.0 percent previously.

Revenues were also expected to
grow by 5.0 percent to 194 billion
euros, the VCI said. Previously, the fed-
eration had been pencilling in full-year

growth of 3.5 percent. “We are expect-
ing good business to last at home and
abroad,” VCI president Kurt Bock said,
pointing to stable growth forecasts for
producers’ most important markets.

Over the first half year, Europe, Asia
and the United States saw “significant”
increases in sales, Bock said, while a
political and economic crisis in Brazil
weighed on business in South America.

Companies have scaled up plans to
invest in production plants in
Germany, increasing spending by 6.7

percent to around 7.5 billion euros.
With around 450,000 employees, the
chemicals and pharmaceuticals indus-
try is Germany’s third-largest sector,
behind car and machine tool makers.

That gives it a strong voice with
politicians ahead of September elec-
tions. The VCI’s top priority is to reduce
energy prices, driven up by Germany’s
transition to renewables. Members also
want tax breaks for research and devel-
opment and improved transport and
internet infrastructure. — AFP

German chemical industry confident as growth swells

FRANKFURT AM MAIN: European
Central Bank policymakers held key
interest rates and mass bond-buying
unchanged yesterday, sending a calm-
ing message to financial markets look-
ing for hints the bank’s easy money poli-
cy will soon end. Attention was to turn
to central bank chief Mario Draghi’s
press conference, when he is expected
to reassure investors jittery about a pos-
sible end to bond-buying.

Just three monetary policy meetings
remain before December, when the
bank’s 60-billion-euro-per-month ($69
billion) purchases of government and
corporate bonds are presently set to
expire. Most observers expect the cen-
tral bank to soon announce a path out
of bond-buying that will see it “taper” or
wind down the “quantitative easing”
(QE) program step-by-step next year.

That will make a press conference on
Thursday “a balancing act that requires
all of Draghi’s verbal acrobatic skills,”
analyst Carsten Brzeski of ING Diba bank
said ahead of Thursday’s announce-
ment. The ECB must prime the markets
for an end to QE, but also be careful not
to sow panic. Along with historic low
interest rates and cheap loans to banks,
the ECB’s bond-buying is designed to
pump cash into the economy, powering
growth and pushing up prices.

While inflation is still sluggish, eco-
nomic growth in the 19-nation euro-
zone has picked up strongly enough to
dispel the fears of deflation that had
prompted policymakers to launch the
scheme. And the ECB could soon reach
technical limits to its bond buying that
will make the already controversial pro-
gram even more difficult to continue
much beyond the end of the year.

Tiptoeing towards exit 
Such signs mean investors are on

high alert for signals from the central
bank, sensitive to even the tiniest
changes in governors’ carefully-weighed
statements on “forward guidance”.  At a
meeting in June, policymakers chose to
remove a suggestion that interest rates
could be lowered still further if neces-
sary from their regular statement. That
was seen by many as the first hint that
the ECB would begin adjusting its policy
as economic growth gathers pace. 

Speculation was ratcheted up yet fur-
ther when Draghi told a central banking

conference late last month that “as the
economy continues to recover... the
central bank can accompany the recov-
ery by adjusting the parameters of its
policy instruments”.

This was interpreted by markets as a
gesture towards “tapering”, or winding
down bond-buying. And the remarks
pushed up bond yields-the returns
investors can expect from buying gov-
ernment debt-and the value of the euro.

If those trends continue, they could
sap growth in the single currency area.
So, the ECB hastily sought to clarify
Draghi’s words. Nevertheless, the presi-
dent’s comments “opened the back
door to announce a reduction in month-
ly bond purchases from next year in
September or October,” commented
analyst Kristian Toedtmann of Deka
bank. ECB staff are studying different
ways the bank could approach tapering,
Bloomberg News reported Tuesday cit-
ing anonymous sources, although poli-
cymakers have yet to set a date for any
announcement.

Governors are likely to move later
this year “even if the little remaining
inflation data to be published before

then does not clearly point upwards,”
Toedtmann added.

Justifying an end to QE on inflation
data alone will be difficult, as eurozone
prices grew by 1.3 percent in June-well
short of the ECB target of just below 2.0
percent. Central bank forecasts include
inflation of 1.5 percent this year and just
1.3 percent in 2018.

Rate rise far off 
Any observers looking for interest

rates to rise from their historic lows like-
ly have a long wait ahead, analysts
agree. The ECB has for many months
stated that rates will only start to rise
“well after the horizon of net asset pur-
chases” has come to an end.

The bond-buying program itself
might not be completely wound down
until far into 2018, while low inflation
expectations stretching into 2019 would
make it difficult to justify higher rates.
Furthermore, “well-anchored expecta-
tions about future interest rates will help
the ECB limit unwanted large market
reactions to the impending end of QE,”
adding to the pressure to hold rates
down, Deka’s Toedtmann noted. — AFP

LONDON: Official figures show that retail sales in Britain
bounced back during June, with the warm weather bolstering
clothing sales in particular.

The Office for National Statistics said yesterday that retail
sales grew by a monthly 0.6 percent, a solid recovery follow-
ing May’s 1.1 percent fall. The increase was modestly ahead of
market expectations for a 0.4 percent increase. Kate Davies,
the agency’s senior statistician, said a particularly warm June
seems to have prompted strong sales in clothing, which com-
pensated for a decline in food and fuel sales during the
month.

The monthly rise means retail sales grew by 1.5 percent in
the quarter, following a 1.4 percent drop in the first, meaning
the sector will have been a positive contributor to growth.
Second-quarter growth figures are due next Wednesday. —AP

ECB holds steady as 
markets await hints
Draghi to reassure investors on bond-buying

FRANKFURT AM MAIN: This file photo taken on December 3, 2015 shows the
headquarters of the European Central Bank (ECB) on the banks of the river
Main in Frankfurt am Main, western Germany. —AFP

LONDON: In this file photo dated Dec. 23, 2016, people
pass a sale sign in a shop window off Oxford Street in
London. — AP
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