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TOKYO: Japan must avoid overly relying
on a weak yen to reflate the economy
by deploying a new round of structural
reforms such as steps to boost labour
market participation, the International
Monetary Fund said yesterday.  The
global lender also warned that while
inflation is seen accelerating to about
1.5 percent over the medium term, hit-
ting the Bank of Japan’s 2 percent target
remained “challenging.” The BOJ must
stand ready to expand stimulus to meet
its target, though further easing without
bolder structural reforms and a credible
fiscal strategy could lead to over-

reliance on yen depreciation to reflate
the economy, it said.  “Abenomics needs
to be reloaded so that policy shortcom-
ings do not become a drag on growth
and inflation,” the IMF said in a state-
ment after Article 4 consultations with
Japan.  The IMF said further declines in
the yen relative to its 2014 average was
beneficial for Japan’s economy.  “(But it)
made it important for the authorities to
continue with bold structural reforms
and credible fiscal consolidation to
avoid over-reliance” on yen depreciation
in pursuing domestic policy objectives,
it said.

Premier Shinzo Abe’s stimulus poli-
cies, dubbed “Abenomics,” consist of
the three arrows of bold monetary stim-
ulus, flexible fiscal policy and a strategy
to boost Japan’s growth potential.
Analysts hail the first two arrows for
reflating short-term growth, partly by
boosting revenues at big exporters via a
weak yen. But many criticise the third
arrow as lacking teeth as Abe struggles
to deregulate the job market and open
up heavily protected sectors such as
agriculture.

The IMF urged Japan to launch a new
round of reforms to lift labour supply

and open up its agricultural and service
sectors.  While welcoming the govern-
ment’s new medium-term fiscal consoli-
dation plan, it called on policymakers to
use “realistic economic assumptions” in
laying out a plan to cut the country’s
huge debt pile.

The blueprint of Japan’s fiscal strat-
egy for the coming years, released last
month, refrained from setting a
mandatory cap on annual budget
spending, reflecting Abe’s focus on
boosting growth rather than on curb-
ing expenditure in restoring Japan’s
fiscal health.  —Reuters

IMF warns Japan must avoid over-reliance on weak yen

GENEVA: Swiss banking giant Credit Suisse
beat expectations in results released yester-
day, reporting a second quarter net profit
of 1.1 billion francs ($1.15 billion, 950 mil-
lion euros) after suffering 700 million in
losses over the same period last year. 

It was the first earnings report under the
leadership of new chief executive Tidjane
Thiam, who was born in Ivory Coast and in
June became the first African-born execu-
tive to take charge of a major Swiss bank.

Most analysts had forecast a net profit of
around 690 million francs for the quarter.
The Zurich-based bank said its gains were
partly driven by “a very strong performance
in the Asia-Pacific region,” highlighting the
importance of the region moving forward.  

Through the first half of the year, 16 per-
cent of overall revenue and 27 percent of

pre-tax income came from Asia Pacific.  “We
foresee further significant opportunities in
the years ahead,” the bank said in a state-
ment. 

“We are...increasingly recognised as the
Entrepreneurs’ Bank of Asia Pacific, a status
we are determined to reinforce in the years
to come.”

The private banking unit performed par-
ticularly well, taking in 14.2 billion francs in
new assets, again with strong contributions
from developing markets in Asia, Africa and
the Middle East. 

Revenues in the investment bank were
however offset by higher spending in “risk,
regulatory and compliance infrastructure.”

Credit Suisse was fined $2.6 billion last
year for helping Americans hide money off-
shore to avoid taxes. 

As part of the settlement, Credit Suisse
admitted guilt on a felony charge.  Thiam,
the former head of British insurer
Prudential, has since being tipped as the
new chief executive floated the notion of
making key changes to the investment
unit.  Investors and analysts have bet that
Thiam is likely to downsize the bank,
Switzerland’s second largest, with an aim to
focus more intensely on private banking
and wealth management. 

There has similarly been speculation
about the prospect of job cuts in the invest-
ment arm. 

In yesterday’s statement, the bank said
it planned to comply with a growing
trend of tighter leverage requirements
“primarily through reductions in invest-
ment banking.” —AFP

SEOUL: A man speaks on his mobile phone beside Hyundai cars at a Hyundai Motor branch in Seoul yesterday.
Hyundai Motor Co. said on July 23 its second-quarter net profit plunged 23.8 percent from a year earlier, due to
a strong won and increased competition at home and abroad.  —AFP

Credit Suisse beats 
expectations in Q2
Gains driven by strong performance in Asia-Pacific region

Venture funding
for startups 
still surging

WASHINGTON: Investors pumped some $32.5 billion into
more than 1,800 venture-backed companies around the
world in the past quarter, amid feverish interest in tech
startups, a survey showed yesterday. The report by the
research firm CB Insights and the consultancy KPMG sug-
gests the boom in funding for tech firms-the vast majority
of the startups-shows no signs of abating. The report said
venture investors are hunting for “disruptive technologies
and applications” along with new “on-demand” startups-
delivering goods and services ranging from groceries to
house cleaning.

“This trend, which escalated with Uber and Airbnb, is now
expanding into new verticals and well beyond North
America,” the report said. North American firms got the lion’s
share with some $19 billion spread over 1,100 deals, the
report showed. Asia garnered some $10.1 billion, outpacing
Europe’s $3.2 billion in the April-June period. The deals have
also been getting “fatter” according to the survey, with the
average investment for “late-stage” firms at $74 million, and
more than 30 investments of over $100 million.

More ‘unicorn’ births 
The number of billion-dollar startups or “unicorns” also

grew in the quarter, with 24 of these created in the quarter.
Internet and mobile communications startups accounted for
65 percent of all deals in the quarter, and other software
firms took in five percent. Other key sectors were health care
and consumer products and services. KPMG’s Arik Speier said
the boom is being fueled by consumer demands for new
services from smartphones. “The consumer wants everything
to be instant these days,” he said. “If you tap your phone you
want the transaction done. I am a true believer in on-
demand companies that deal with supply and demand and
create the platform that connects the two sides of the equa-
tion. This momentum will likely continue and expand.” Brian
Hughes at KPMG said the availability of private venture capi-
tal is helping many startups remain private instead of seek-
ing a stock market listing. “If you told a company that they
could raise almost the same amount of money at the same
valuation in a private financing versus a public one there is
no question that companies would often choose to stay pri-
vate longer,” Hughes said. “Staying private gives the compa-
ny more latitude to do what they need to do to grow their
business for the long term.”

The high-value startups which are still private include
Uber, worth more than $40 billion, Airbnb ($25 billion) and
Snapchat ($15 billion). Non-US firms among the unicorns
include China’s Xiaomi ($46 billion) and drone maker DJI
($10 billion). 

Over the first six months of 2015, venture funding
amounted to $59.8 billion, poised to overtake the $88.3 bil-
lion in 2014, according to the report.

“While many analysts are predicting a slight decrease in
venture capital investment in the months ahead, we believe
the strength of such fundamental growth drivers have creat-
ed strong conditions for continued VC investment,” the
report said. “Even with a possible slowdown, 2015 is shaping
up to be a record year.” —AFP


