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TOKYO: People cross a street in Tokyo. Japan’s economic recovery remained in the doldrums in September, as inflation
edged lower and unemployment ticked up. The data were released yesterday as the Bank of Japan held a monetary poli-
cy meeting. — AP

TOKYO: The Bank of Japan ramped up its
vast monetary easing program yesterday-
sending the yen plunging and stocks
soaring-in a surprise move aimed at reviv-
ing growth just as the Federal Reserve
winds down its own stimulus spree.
Speaking after the central bank wrapped
up its latest policy meeting, BoJ chief
Haruhiko Kuroda said the fresh measures
were crucial to keeping Japan on track in
its war on deflation, and hinted more poli-
cy moves could follow. “The Japanese
economy is now at a critical moment in
the process of getting out of deflation,”
he told reporters in Tokyo, adding that
the BoJ would “not hesitate” to pull the
trigger on more easing if necessary.

Policymakers said they would inflate
the central bank’s asset-buying stimulus
plan by as much as 20 trillion yen ($182
billion), bringing it to an eye-popping 80
trillion yen annually. The BoJ also slashed
its economic growth forecast by half, and
trimmed consumer price expectations as
a much-touted inflation target looked
increasingly out of reach while Tokyo’s
bid to kickstart the economy stalls.

The yen dived below 111 against the
dollar, levels not seen since January 2008,
following the announcement while
Tokyo’s Nikkei 225 stock index soared
more than five percent to a seven-year
high. The move is the first since Japan’s
central bank launched its huge bond-buy-
ing scheme in April last year as a corner-
stone of Tokyo’s wider plan to jumpstart
the world’s number three economy.

Yesterday’s decision throws into focus
the sharp contrast of fortunes for the US
and Japanese economies after the Federal
Reserve on Wednesday brought an end to
six years of bond-buying and considers an
interest rate hike. “Just when the Fed
takes the punch bowl off the table, the
BoJ arrives with a case of sake,” said
Jonathan Sudaria, a broker at London
Capital Group. UK-based CMC Markets
added that the BoJ’s move was “filling the
void left by the US central bank”.

‘Deflationary mindset’ 
On Thursday the Commerce

Department said the US economy
expanded an annualized 3.5 percent in
July-September, beating expectations of
3.0 percent. Japan’s economy, on the oth-
er hand, contracted 7.1 percent on an
annualized basis in the second quarter-its
steepest quarterly drop since the 2011
quake-tsunami disaster-as it was hit by a
sales tax hike in April. 

That has stoked fears about another
downturn in July-September,  which
would technically put the country in
recession. A BoJ statement said the deci-
sion on Friday passed by a narrow 5-4

majority vote.
The bank acknowledged that the levy

hike had put its target of 2.0 percent infla-
tion by sometime next year in trouble,
and said that had prompted yesterday’s
decision.

“Japan’s economy has continued to
recover moderately as a trend and is
expected to continue growing at a pace
above its potential,” the BoJ said in a

statement. “However, on the price front,
somewhat weak developments in
demand following the consumption tax
hike and a substantial decline in crude oil
prices have been exerting downward
pressure recently.

“If the current downward pressure on
prices remains, albeit in the short term,
there is a risk that conversion of deflation-
ary mindset, which has so far been pro-
gressing steadily, might be delayed.”

While falling prices may sound like a
good thing, they create an incentive for
consumers to put off buying goods in the
hopes of getting them cheaper down the
road, which in turn hurts producers and
their expansion plans.

Sooner than expected 
The BoJ’s easing move came after offi-

cial  data earl ier yesterday showed
September inflation slowed and house-
hold spending slumped as consumers
tighten their belts. “It always looked likely
that the Bank of Japan would be forced to
step up its pace of easing but the change
of tack has come sooner than the market
(or we) had expected,” Marcel Thieliant
from Capital Economics said in a note.

“Given the recent downward trend in
inflation, the Bank could well end up
increasing its asset purchases again next
year.” Earlier this week, the BoJ’s deputy
governor Kikuo Iwata said the two-year
timeline was not as rigid as Japan’s
always-on-time train services. “Monetary
policy is aimed at influencing people’s
behavior,” he told a parliamentary com-
mittee.

“It  can’t be l ike a train schedule.”
Japanese media reported yesterday that
the government was considering an extra
stimulus package of 3.0-4.0 trillion yen to
counter the downturn. After its meeting,
the BoJ slashed its economic growth out-
look to 0.5 percent in the year to March,
well down from a 1.0 percent growth fore-
cast in July, citing lacklustre exports and
slack consumer spending. It also trimmed
its fiscal year inflation outlook to 1.2 per-
cent from 1.3 percent and to 1.7 percent
from 1.9 percent in fiscal 2015. — AFP

BoJ expands monetary 

easing as economy slows

Yen plunges, stocks soar

LONDON: The owner of British Airways and Iberia raised its fore-
cast for profits this year and said it was on course for another rise
in 2015 despite an increasingly competitive backdrop that has hit
rival European airlines. International Airlines Group’s perform-
ance contrasts with Air France-KLM and Lufthansa, which have
cut forecasts because of strikes and competition from short-haul
budget airlines and long-haul Gulf carriers.

IAG Chief Executive Willie Walsh sought to end speculation
about the outlook for next year, saying the company had already
dealt with the many of the challenges European rivals are now
facing and was better placed in faster-growing economies. IAG
prioritized cutting staff costs before its rivals and has already
gone through a painful restructuring at Iberia. It bought discount
carrier Vueling in 2013 to compete with budget rivals and added
fuel-efficient planes to trim costs. “We’re very comfortable that
we will achieve our targets for 2015,” Walsh told reporters on a
conference call yesterday. IAG is aiming for operating profit of 1.8
billion euros ($2.3 billion) in 2015. For this year, IAG said it now
expected operating profit to come in at 1.32 billion to 1.37 billion
euros, up from a previous forecast of at least 1.27 billion. IAG
shares rose 4.3 percent to 407.7 pence at 1027 GMT, reaching
their highest level since June 12. IAG has outperformed its his-
toric rivals over the last three months, posting a 16 percent gain
against a 20 percent fall in Lufthansa’s stock and a 22 percent
drop in Air France’s shares.

London GDP 
Air France-KLM and Lufthansa are smarting from an increas-

ingly competitive sector, with more carriers vying for passengers
on many routes. Both are also trying to expand their budget
flights while controlling staff pay. Strikes by pilots and other staff
this year have cost Lufthansa about 170 million euros. Air France-
KLM said a two-week strike combined with weakening demand
would wipe 500 million euros off its profit in 2014.

“I think with Air France and Lufthansa, they’ve clearly got chal-
lenges that we don’t face, because we faced up to our challenges
earlier,” Walsh said. IAG said it was comfortable with capacity,
although it would trim it in the fourth quarter by 1.3-1.5 percent-
age points. IAG said it was also benefiting from its higher expo-
sure to countries with faster-growing economies than Lufthansa
and Air France-KLM, whose key home economies in Germany and
France respectively are weaker.

“US GDP is good, UK GDP, and particularly London GDP, is
good and as a result, we’re benefiting,” Walsh said. Analysts at
Jefferies said they believed IAG would give higher targets at its
investor update on Nov. 7, when the group may also announce
that it will pay its first dividend since British Airways and Iberia
merged in 2011. “IAG continues to distinguish itself, strategically
and structurally, translating into superior operational/financial
performance. Amongst flag carriers, IAG is the only show in
town,” Jefferies, who rate the stock a “buy”, said. Walsh also said
the Ebola crisis in West Africa, which some experts said could
dampen demand for air travel, was not affecting the company.
“We’re not seeing any impact on bookings,” he said.  — Reuters

TOKYO: Bank of Japan (BOJ) Governor
Haruhiko Kuroda speaks to the press at
the BOJ headquarters in Tokyo yester-
day. The BOJ ramped up its vast mone-
tary easing program following a string
of poor data that has fanned fears the
economy may contract again in the
third quarter. — AFP 
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Oi, rivals agree to 

bid for Brazil’s TIM 
SAO PAULO: Mexico’s America Movil SAB, Spain’s Telefonica SA and
Brazil’s Grupo Oi SA agreed to bid for TIM Participacıes SA then to
break up Brazil’s second-largest wireless carrier, newspaper Folha de
S. Paulo reported yesterday. Folha reported without attribution that
the accord between the three companies is far from finalized, but
they agreed in principle to pay 31.5 billion reais ($13.1 billion) for
TIM, Telecom Italia SpA’s Brazilian unit. That price includes a 5 per-
cent premium to controlling and minority shareholders of TIM, the
paper added.

Telecom Italia has not received any offer to sell TIM Participacıes,
Telecom Italia Chairman Giuseppe Recchi said in a statement yester-
day. Investment banking firm Grupo BTG Pactual SA is handling the
transaction. A formal offer will be made to shareholders of Telecom
Italia, which owns about two-thirds of TIM Participacoes, the paper
said. Breaking up TIM would give rivals more breathing room in
Brazil’s crowded four-way mobile market, where they have struggled
to add customers, invest in high-speed networks and protect profits
in a stagnant economy. Under the deal, America Movil would keep
40 percent of TIM’s business, with Oi taking 28 percent and
Telefonica about 32 percent, Folha said. — Reuters


