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LONDON: The Bank of England has voted to
leave its main interest rate unchanged, it an-
nounced yesterday, as it noted “greater uncer-
tainty” surrounding Brexit.

The BoE’s nine policymakers, including gov-
ernor Mark Carney who this week agreed to
prolong his stay at the helm post Britain’s EU de-
parture next year, all voted at a regular policy
meeting to keep the rate at 0.75 percent.

The Monetary Policy Committee (MPC) had
in August voted unanimously to raise the rate by
a quarter-point to help tame Brexit-fuelled UK
inflation. “Since the Committee’s previous meet-
ing, there have been indications, most promi-
nently in financial markets, of greater uncertainty
about future developments in the withdrawal
process,” said minutes of the latest meeting.

Finance minister Philip Hammond on Tuesday
announced that Carney would remain BoE chief
until January 2020 to steer the UK economy

through possibly “quite a turbulent period”
post-Brexit.

Britain is set to leave the European Union in
March, while there are concerns about possible
economic chaos for the nation should it depart
without a divorce deal. BoE minutes published
Thursday added that “the MPC continues to
recognize that the economic outlook could be
influenced significantly by the response of
households, businesses and financial markets to
developments related to the process of EU
withdrawal”.

Trade war impact 
The central bank added that “further protec-

tionist measures by the United States and China,
if implemented, could have a somewhat more
negative impact on global growth than” forecast
by the BoE in August. Last month, the BoE raised
its key lending rate for only the second time

since the global financial crisis a decade ago.
The hike had been in response to UK annual

inflation holding stubbornly above the BoE’s of-
ficial 2.0-percent target. Brexit uncertainty con-
tinues to weigh on the pound, pushing up the
cost of goods imported into Britain. A surge in
oil prices over the past year has also fuelled in-
flationary pressures.

Despite Brexit concerns, the BoE on Thurs-
day said the British economy was expected to
have grown by 0.5 percent in the third quarter,
up slightly on its prediction of 0.4 percent given
last month.

It additionally agreed at this week’s meeting
to maintain the level of its quantitative easing
(QE), or stimulus cash, pumping around the
British economy at £445 billion ($581 billion,
499 billion euros).

Elsewhere yesterday, the European Central
Bank kept eurozone interest rates at record low

levels and confirmed its intention to scale back
stimulus by the end of the year. – AFP

BoE freezes interest rate, cites 
‘greater uncertainty’ over Brexit

Central bank sees more negative impacts from trade war

Italy’s 5-Star piles
pressure on minister 
over budget
ROME: The largest party in Italy’s governing coalition kept up
pressure on Economy Minister Giovanni Tria yesterday to
boost spending in next year’s budget, as EU authorities advised
the country to cut its debt. The 5-Star Movement, which shares
power with the far-right League, wants at least 10 billion euros
($11.6 billion) in spending to cover a universal income for the
poor, a senior 5-Star source told Reuters on Wednesday.

That is in line with the party’s flagship promise made during
campaigning for March national election. But Tria, who is not
a member of either party, is pushing both to scale down their
campaign demands - including ambitions spending plans that
have unnerved investors - to keep Italy’s debt pile, worth more
than 130 percent of output, in check.

Barbara Lezzi, a 5-Star minister, yesterday warned Tria
against ditching the universal income proposal.

“If the universal income is not included in the budget then
the whole government will be in trouble, not just Tria,” she said
in a radio interview. Newspapers said Tria had threatened to
resign if 5-Star did not back off, reports that an economy min-
istry source said were baseless.

After Lezzi spoke, 5-Star leader Luigi Di Maio denied that
there were divisions with Tria over the budget. “I deny any
threat, any ultimatum,” Di Maio told reporters during a visit to a
company in central Italy. “We are working very well on a budget
law that keeps the accounts in order,” he said. “There are no di-
visions, and on this there is the will of all the parties in the gov-
ernment to give Giovanni Tria a hand to reach these results.”

For its part, the League is seeking sweeping tax cuts, its
main campaign pledge. Both parties also want to roll back a
2011 pension reform and head off a 12.4-billion-euro automatic
VAT increase due next year.

In Paris, European Economics Affairs Commissioner Pierre
Moscovici said Italy needed to cut wasteful spending and pri-
oritize investment and infrastructure development to help stim-
ulate growth and productivity. “It’s in Italy’s interest to reduce
its very high public debt. — Reuters

ECB scales
back crisis
measures 
despite tense 
growth outlook
FRANKFURT AM: The European Central
Bank said yesterday it would withdraw
some of its crisis-fighting stimulus, even as
trade tensions, emerging market woes and
Italy bucking budget rules shade the eco-
nomic outlook.

From October, the Frankfurt institution
will halve its “quantitative easing” (QE)
purchases of government and corporate
bonds to 15 billion euros ($17.4 billion) a
month, a spokeswoman said. The asset-
buying will continue at that rate until the
end of December, when the bank “antici-
pates” the stimulus program will end, “sub-
ject to incoming data confirming the
medium-term inflation outlook”.

ECB governors also left interest rates
untouched at historic lows, sticking to their
guidance that they would remain un-
changed “at least through the summer of
2019”. At recent press conferences, ECB
chief Mario Draghi had proclaimed “con-
fidence” in the outlook for growth and in-
flation, saying risks “broadly balanced”
between positive and negative are not
enough to knock off course the bank’s pur-
suit of stable price growth close to but
below 2.0 percent.

That has meant the central bank can
press on with its withdrawal from QE-
launched in March 2015 to pump cash
through the financial system and into the real
economy, powering growth and inflation.

For now, “the fundamental backdrop
clearly speaks for the ECB exiting its
ultra-loose monetary policies,” UBS an-
alysts commented, pointing to relatively
steady growth in the eurozone and ris-
ing wages likely to stoke prices towards
the target.

Nevertheless, “the balance of risks has
become more unfavorable in recent
months,” the bankers added-something
journalists will grill Draghi on at his 2:30
pm (1230 GMT) press conference.

Growing risks 
The ECB chief in the summer high-

lighted the danger of trade friction be-
tween the United States and China and the
European Union. With President Donald
Trump now threatening to hit all imports of
Chinese goods into America with tariffs,
fears of a global economic slowdown trig-
gered by protectionism have only grown.

Elsewhere, currency crises that have
flared in major emerging economies

Turkey and Argentina now risk undermin-
ing eurozone export partners like Germany
and Spain.

And within the euro area, governments
and financial markets fear Italian ministers
will honor pricey electoral promises rather
than shrinking Rome’s tottering debt pile
of 132 percent of annual gross domestic
product-more than twice the EU target.
Despite official reassurances, the so-called
“yield spread”-which measures the differ-
ence in perceived risk between Italian and
ultra-safe German government bonds-re-
mains uncomfortably high.

Neither is macroeconomic data all rosy.
While headline inflation reached 2.0

percent last month, “core” inflation-which
rules out volatile items like food and en-
ergy prices-notched up just 1.0 percent.

And unemployment across the euro
area remains stubbornly high compared
with other advanced economies, at 8.2
percent-limiting upward pressure on
salaries and, indirectly, prices. — AFP

LONDON: A video grab from footage broadcast by
the UK Parliament’s Parliamentary Recording Unit
(PRU) shows Mark Carney, Governor of the Bank
of England speaking before the treasury commit-
tee in the House of Commons in London. — AFP

FRANKFURT AM: The headquarters of the European Central Bank (ECB) is pic-
tured in Frankfurt am Main, western Germany, yesterday. — AFP


