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BRUSSELS: Boosting growth, cutting near-record
jobless queues and making member states stick to
tough budget rules are just some of the tasks the
new European Commission must quickly get to
grips with. The Commission, led by former
Luxembourg Prime Minister Jean-Claude Juncker,
formally takes office today, with fixing the
European Union’s stalling economy the number
one priority.

Juncker has promised a 300-billion-euro ($384
billion) investment package by the end of the year
in response to calls, led by struggling France and
Italy, to go for growth after years of austerity. The
challenges are enormous. “The next few months
are going to be really tough, with the
Commission’s latest economic forecasts, budget
reviews during November and preparing the
investment plan,” Pierre Moscovici, former French
finance minister and the new Commissioner for
Economic Affairs, said recently. On Tuesday,
Moscovici will announce forecasts which are wide-
ly expected to show the European economy at risk
of going backwards after a very modest recovery
from the 2008 global financial crash and subse-
quent debt crisis. A weak economy spells trouble,
especially for struggling France, with Moscovici
under pressure to show he can deal with the prob-
lems of his home country dispassionately and fully
in line with European Union rules.

At least one problem has been eased-a review
of euro-zone member state budgets last week
cleared them all when Brussels had at one stage
looked set to reject the French and Italian drafts.

Last minute changes brought them back into
the fold but a continued review will likely see them
called on to do more if they are to comply with the
rules. France says it will now meet the EU budget
deficit target of 3.0 percent of Gross Domestic
Product in 2017, not next year as had been agreed
earlier with Brussels.

Paris will now have to convince Moscovici and
his boss Juncker it is serious this time around. For
Juncker and the new Commission, the key test will
be the investment package, getting it funded,
agreed and most importantly of all, working over
its planned 3-year life. Champions of austerity such
as Germany have been cool on the idea, believing
that sound government finances are the only basis
for sustained growth but they have come around
enough to support the idea as long as member
states do not take on more debt as a result.

France and Germany plan to meet in early
December to discuss the plan, aiming to get it up
and running even as doubts remain over where
the crucial funding is going to come from.

Germany has made clear it is in no mood to sign
a blank cheque and the balance between public
and private sector commitments remains open. 

All eyes on ‘Sleeping Beauty’ 
Juncker insisted last week that the plan “could

not be financed by bigger deficits,” and called on
the private sector to step up to the plate. The one
certainty is that the European Investment Bank, the
EU’s long-term investment arm will be heavily
involved, leveraging up its funds to raise the mon-
ey.

“The key must be the EIB but it will have to take
real risks with real leverage” to raise funding on the
markets, said one European diplomat of an institu-
tion some have dubbed “Sleeping Beauty” because
of its perceived inactivity. “A capital increase could
serve to maximize the leverage,” the diplomat said.
Final decisions on the package will go to a Dec 18-
19 summit in Brussels when EU leaders will want to
show they are doing everything possible to bring
growth and jobs to voters who have grown skepti-
cal the 28-member bloc can deliver what they
need most. —AFP

New European Commission to face growth, job woes
Juncker-led Commission takes office today

TOKYO: A photographer takes pictures of a share prices board in Tokyo yesterday. Japan’s share prices rose 755.56 points to
close at 16,413.76 points at the Tokyo Stock Exchange after the Bank of Japan ramped up its vast monetary easing program,
sending the yen into freefall. —AFP 

NEW YORK: The S&P 500 could set a record
high at the open yesterday as markets rallied
globally after the Bank of Japan significantly
ramped up its stimulus program just days after
the US Federal Reserve wound down its own
package of economic incentives.

If futures’ gains hold after the open, the
S&P 500 could test its record high set more
than a month ago. The December e-minis con-
tract hit an intraday record earlier yesterday.
The BOJ’s board voted 5-4 to accelerate pur-
chases of Japanese government bonds while
tripling its purchases of exchange-traded
funds and real-estate investment trusts.

At the same time, Japan’s $1.2 trillion
Government Pension Investment Fund
announced new allocations for its portfolio,
including raising its holdings of domestic and
foreign stock holdings to 25 percent each from
12 percent. A Nikkei newspaper report on this
announcement on Thursday contributed to an
afternoon move higher in US stocks.

The timing of the moves sends a strong sig-

nal to investors, coming right as six years of
aggressive US stimulus come to an end and as
euro-zone inflation data kept the pressure on
the European Central Bank to further ease
monetary policy. “Investors have been watch-
ing for a while to see if the rest of the world
would start to grow and help multinationals in
the US; this is a great step towards that,” said
Rick Meckler, president of investment firm
LibertyView Capital Management in Jersey
City, New Jersey.

“It is a significant development and I think
it encourages the Europeans to also look to
take more assertive steps to revive their
economies.” S&P 500 e-mini futures were up
21 points and fair value, a formula that evalu-
ates pricing by taking into account interest
rates, dividends and time to expiration on the
contract, indicated a higher open. Dow Jones
industrial average e-mini futures rose 171
points and Nasdaq 100 e-mini futures added
61 points.

The US dollar rallied as well, pressuring

crude oil prices as well as spot gold, which
dropped 2.8 percent, the most in more than a
year. Japan’s Nikkei rose 4.8 percent, while S&P
500 e-mini futures rallied shortly before 1:00
am New York time (0500 GMT) in a sharp vol-
ume increase.

US labor costs rose more than expected in
the third quarter as wages recorded their
largest gain since 2008, a sign that a long-
awaited pick-up in wage growth was under-
way. A Chicago survey of business activity and
a measure of consumer sentiment are both
due shortly after the opening bell on Wall
Street. Abbvie shares rose 4 percent after the
drugmaker reported quarterly earnings. GoPro
shares jumped 15.3 percent the day after it
forecast better-than-expected holiday quarter
sales. So far this earnings season has been
strong, with 75.5 percent of S&P 500 compo-
nents reporting earnings above analyst expec-
tations according to Thomson Reuters data,
above the 63 percent average in the past 20
years. — Reuters

S&P 500 to test record high 
after BOJ ramps up stimulus

Japan’s public pension fund to double stock investment
TOKYO: Japan’s public pension fund-the
world’s biggest-said yesterday it will dou-
ble the amount of equities in its invest-
ment portfolio, as it seeks higher returns to
cope with a rapidly ageing population. The
unprecedented shift by the $1.26 trillion
Government Pension Investment Fund
(GPIF) will see stocks account for a com-
bined 50 percent of its portfolio, up from
about 24 percent now, pumping billions of
dollars into domestic and overseas share
markets.

“The new portfolio is designed to make
the fund operate more effectively as the
economy emerges from deflation,” the
fund’s president Takahiro Mitani told a

press conference in Tokyo.
“We’re trying to generate long-term

returns necessary for the fund’s operation-
but with the least risk-by diversifying its
investment mix.”

The new portfolio will see low-yielding
domestic bonds account for 35 percent of
the fund, with another 15 percent in for-
eign bonds, while 25 percent each would
be placed in domestic and foreign shares.
The fund previously had over 70 percent of
its funds in Japanese government and for-
eign bonds, with the remainder mostly in
overseas and domestic stocks.

Japan’s massive pension fund, equiva-
lent to a quarter of the entire economy,

towers  over  i ts  nearest  compet i tor-
Norway’s $700 billion pension plan. Unlike
some other more adventurous vehicles, it
keeps the majority of its cash in super-safe
and super-low return Japanese govern-
ment bonds. But with a growing number of
retirees and shrinking workforce straining
government finances-and Tokyo strug-
gling to boost the world’s number three
economy-Japan’s pension fund managers
are looking for  ways to improve their
returns.

About half of the country’s social securi-
ty budget goes to pension funding, so bol-
stering the performance of the fund would
take pressure off the public purse.— AFP


