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TOKYO: The Bank of Japan yesterday
slashed its annual inflation forecast and
once again delayed its timetable for hit-
ting a two percent target as the econo-
my struggles to gain traction despite
years of stimulus. Central bankers also
decided to maintain the BoJ’s ultra-
loose monetary policy at a time when
their counterparts in other major
economies from the Americas to Europe
consider ending the era of cheap cash.

The bank said it now expects the
core consumer price index to rise 1.1
percent in the year to March, down from
its April estimate of 1.4 percent, while its
March 2019 prediction was cut to 1.5
percent from 1.7 percent. In a statement
after the policy meeting the bank also
said it now expects to achieve the two
percent objective sometime in the year
to March 2020.

Officials had originally set in 2013 a
two-year timeline when unveiling the
bank’s massive monetary easing pro-
gram as part of Prime Minister Shinzo
Abe’s push to kickstart growth in the
world’s number-three economy. “The BoJ
has already pushed out the timeline sev-
eral times. Now four years have passed,
and there is no sign the inflation rate is
rising,” Masaaki Kanno, chief economist
at Sony Financial Holdings in Tokyo and a
former BoJ official, told Bloomberg TV.

However, the bank did lift its eco-
nomic growth outlook to 1.8 percent for
the current fiscal year from its previous
estimate of 1.6 percent. It also hiked its fis-
cal 2018 outlook by 0.1 percentage point

to 1.4 percent.
Tokyo’s years-
long effort to
k i c k s t a r t
growth-a blend
of massive
monetary eas-
ing, govern-
ment spending
and red-tape
slashing-stoked
a stock market

rally, weakened the yen and fattened cor-
porate profits. But growth in the wider
economy remains fragile. 

While Japan’s job market is tight,
individual spending-which accounts for
more than a half of the country’s gross
domestic product-has remained in the
deep freeze. Bank governor Haruhiko
Kuroda called the further delay in hitting
the target “unfortunate” at a news con-
ference after the meeting, saying other
central banks have also missed their
intended marks. The bank will continue
to do what is necessary but sees no
need at present to add more stimulus,
he said, stressing: “The momentum
toward achieving the two-percent goal
remains intact.”

Yen weakens 
But analysts expressed skepticism.

“Even after today’s downward adjust-
ments, the bank’s inflation forecasts for
the current fiscal year remain too high
and there is little chance of hitting the
two percent target next year either,”

Marcel Thieliant, economist at Capital
Economics, said in a commentary. “The
upshot is that we expect the bank to
leave policy settings unchanged for the
foreseeable future.” 

The dollar was up at 112.38 yen in
the afternoon from lows of around
111.80 yen touched earlier in the morn-
ing, but the Nikkei 225 ended up 0.62
percent. “Yen-selling accelerated follow-
ing the announcement as the delay in
(achieving) the inflation target generally
means the BoJ would have to continue
its easing in sharp contrast to other
major central banks moving to tighten-
ing,” Tomohiro Nishida, a dealer at
Sumitomo Mitsui Trust Bank, told AFP.
Expectations the BoJ will stick to its

loose policy path for some time has
dragged the yen down against other
major currencies, with the euro up more
than 10 percent this year and the pound
around seven percent higher.

Government and central bank offi-
cials have blamed external factors, such
as falling energy prices and uncertainty
related to emerging economies, for fail-
ure to achieve the target.

Falling prices can discourage spend-
ing by consumers, who might postpone
purchases until prices drop more or they
might save money instead.  That puts
pressure on businesses, creating a cycle
in which firms then cut back on expand-
ing production, hiring new workers or
boosting wages. — AFP

BoJ slashes annual inflation forecasts

PARIS: Air France yesterday unveiled a
new lower-cost subsidiary called Joon that
will specifically target well-travelled mil-
lenials. A new medium-haul service will
begin operating from Charles de Gaulle air-
port in Paris later this year, with long-haul
flights to follow in summer 2018.

The French carrier unveiled details of its
new service after resolving a lengthy dispute
between the management and pilots over the
establishment of the subsidiary.

Joon is “especially aimed at a young work-
ing clientele, the millennials (18 to 35 year-
olds), whose lifestyles revolve around digital
technology”, Air France said in a statement,
without elaborating on what new technology
would be deployed. The name was chosen “to
illustrate a positive state of mind”, it added.
Joon is aimed at helping Air France compete
with the increasingly intense competition from
budget European carriers such as Easyjet and
Gulf airlines such as Emirates.

However, the airline said: “Joon will not be a
low-cost airline as it will offer original products
and services that reflect those of Air France.”
While Air France’s pilots have agreed to support
the new subsidiary on condition they will receive
the same pay and conditions as on the main air-
line, the hiring of stewards, hostesses and part of
the ground personnel for the new service will be
outsourced. The pilots were initially hostile to
the plan, fearing they would be forced to accept
lower wages. In September 2014, they struck
work for two weeks over the expansion of Air
France’s low-cost European subsidiary
Transavia, grounding thousands of flights. —AP

WASHINGTON: A Republican budget blue-
print that would begin to clear a path for a
GOP effort to overhaul the tax code this fall
is headed to an uncertain fate after winning
a key committee vote Wednesday night.

The Budget Committee plan faces
opposition from both hard-core conserva-
tives and more moderate Republicans
even as it advanced through the GOP-con-
trolled panel on a party-line 22-14 vote. It
remains short of the votes required to pass
through the House and advance to the
Senate,  where further complications
await. The plan proposes deep cuts to
safety net programs like Medicaid and
food stamps and reprises a controversial
Medicare plan strongly opposed by
President Donald Trump -  though
Republicans are expected to only try to
deliver on a small fraction of the cuts.

Instead, to most Republicans on Capitol
Hill, the most important element of the
plan is the procedural pathway it would
clear to allow Republicans to pass their top
priority - an overhaul of the tax code - later
this year without fear of a blockade by
Senate Democrats. Republicans argue that
growing deficits and debt are part of the
reason for slow economic growth and that
big benefit plans like Medicare and
Medicaid need changes now to keep them
from going broke for future generations.

Simple principle
“Both part ies  in Washington have

failed to abide by a simple principle that
all American families and small businesses
do - that we must live within our means,”
said Budget Chairman Diane Black, R-
Tenn. “Balancing the budget requires us
to make tough choices, but the conse-
quences of inaction far outweigh any
political risks we may face.” But like the
GOP’s health care repeal and replace
efforts and its moribund hopes to boost
infrastructure, the GOP budget outline
faces opposition from both wings of the
party. Republican conservatives want
more of its proposed cuts to actually take
effect in follow-up legislation, while mod-
erates want to focus on tax reform instead
of cuts to food stamps or federal employ-
ee pensions.

The nonbinding GOP plan promises to cut
more than $5 trillion from the budget over
the coming decade, though Republicans
only appear serious about enacting a rela-
tively modest 10-year, $203 billion deficit cut
over the same period through filibuster-
proof follow-up legislation.

But Democrats blasted the sweeping
cuts in the plan. “This is exactly what the
American people don’t want or expect out
of their government - that we would pro-
vide tax cuts for the wealthiest Americans
and corporations and pay for it on the
backs of people who are struggling to
make their lives better,” said top panel
Democrat John Yarmuth of Kentucky. The
measure also revives a provocative propos-

al to turn Medicare into a voucher-like pro-
gram for future retirees. Experts say that
change would likely increase costs for ben-
eficiaries and deny them the coverage
guarantees of Medicare.

Republicans easily rejected Democratic
attempts to protect the Obama health law,
restore Medicaid, and increase spending for
domestic programs renewed by Congress
each year. While exempting Social Security,
veterans and defense, the plan proposes
cuts across the  rest of the budget to turn
this year’s projected $700 billion-or-so
deficit into a tiny $9 billion surplus by 2027.
It would do so by slashing $5.4 trillion over
the coming decade, including almost $500
billion from Medicare and $1.5 trillion from
Medicaid and the Obama-era health law.

It also contains its share of gimmicks,
including $1.8 trillion in deficit cuts over
the coming decade from rosy projections of
economic growth averaging 2.6 percent
over 10 years. Another $700 billion in sav-
ings would come from a crackdown on
“improper payments” such as tax credits
and Social Security and Medicare benefits
going to people who don’t qualify for
them. Many of its cuts are unspecified.

But in the immediate future the GOP
measure is a budget buster. It would add
almost $30 billion to Trump’s $668 billion
request for national defense next year and
rejects most of Trump’s proposed cuts to
domestic agencies - only to promise deep-
er, nonbinding cuts in the future. —AP
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Ultra-loose monetary policy to stay; no timetable yet for 2% growth target

TOKYO: A poster promoting a summer sale is seen at a shopping mall in Tokyo
yesterday. The Bank of Japan yesterday slashed its annual inflation forecast
and once again delayed its timetable for hitting a two percent target as the
economy struggles to gain traction despite years of stimulus. —AFP 
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