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PARIS: France’s economy grew by 1.1 per-
cent in 2015, its biggest expansion in four
years, which the government hailed as
confirmation of a turnaround after years of
economic stagnation, official statistics
showed yesterday.

Finance Minister Michel Sapin said the
figures showed 2015 was “the year of
recovery” for the eurozone’s second-
biggest economy. France posted growth
of 0.2 percent in the fourth quarter, down
from 0.3 percent in the July-September
period, national statistics agency INSEE
said. The full-year growth figure, up from
just 0.2 percent in 2014, was in line with
the government’s predictions. However, it
still lagged behind the 1.5-percent growth
rate expected in the wider eurozone for
2015.

Sapin said the fact that output had con-
tinued expanding in the fourth quarter,
despite the jihadist attacks on Paris in
November that left 130 people dead and
dealt a severe blow to tourism, showed
that “the French did not give up”.

“The upturn will intensify in 2016,
which will allow us to have more jobs. That
is our priority,” Sapin told AFP.
Unemployment has been a stubborn
problem for President Francois Hollande
ever since he came to power in 2012 on a
pledge to reduce the jobless total.

That has not happened and the num-
ber of people actively looking for work last
year rose to a record 3.59 million, accord-
ing to labour ministry figures published
Wednesday.

Although the additional 89,000 people
seeking work in 2015 was the lowest rise
since 2010, Prime Minister Manuel Valls
said Thursday: “It’s still insufficient, as the
unemployment figures show.

“But for the first time since 2011, we
are again creating growth.” The Socialist
government will also take encourage-
ment from signs of increased consumer
confidence, with consumer spending up
1.4 percent in 2015. Business investment
also grew, rising by 2.0 percent year-on-
year. —AFP

TOKYO: The Bank of Japan unexpectedly cut
a benchmark interest rate below zero yester-
day, stunning investors with another bold
move to stimulate the economy as volatile
markets and slowing global growth threaten
its efforts to overcome deflation.

Global equities jumped, the yen tumbled
and sovereign bonds rallied after the BOJ
said it would charge for a portion of bank
reserves parked with the institution, an
aggressive policy pioneered by the European
Central Bank (ECB). “What’s important is to

show people that the BOJ is strongly com-
mitted to achieving 2 percent inflation and
that it will do whatever it takes to achieve it,”
BOJ Governor Haruhiko Kuroda told a news
conference after the decision.

In adopting negative interest rates Japan
is reaching for a new weapon in its long bat-
tle against deflation, which since the 1990s
have discouraged consumers from buying
big because they expect prices to fall further.
Deflation is seen as the root of two decades

of economic malaise.
Kuroda said the world’s third-biggest

economy was recovering moderately and
the underlying price trend was rising steadi-
ly. “But there’s a risk recent further falls in oil
prices, uncertainty over emerging
economies, including China, and global mar-
ket instability could hurt business confidence
and delay the eradication of people’s defla-
tionary mindset,” he said. “The BOJ decided
to adopt negative interest rates ... to forestall
such risks from materialising.”

Kuroda said as recently as last week he
was not thinking of adopting a negative
interest rate policy for now, telling parlia-
ment that further easing would likely take
the form of an expansion of its massive asset-
buying program. But, with consumer infla-
tion just 0.1 percent in the year to December
despite three years of aggressive money-
printing, the BOJ’s policy board decided in a
narrow 5-4 vote to charge a 0.1 percent inter-
est on a portion of current account deposits

that financial institutions hold with it.
The central bank said in a statement

announcing the decision it would cut inter-
est rates further into negative territory if nec-
essary, in its battle against deflation.

“Kuroda had been saying that he didn’t
think something like this would help so it is a
bit surprising and it’s clear the market has
been surprised by it,” said Nicholas Smith, a
strategist at CLSA based in Tokyo. Some
economists doubted the BOJ move would
prove effective. “It has gone on the defen-
sive,” said Hideo Kumano, chief economist at
Dai-ichi Life Research Institute. “It made this
decision not because it’s effective, but
because markets are collapsing and it feels it
has no other option.”

GOING NEGATIVE
Several European central banks have cut

key rates below zero, and the ECB became
the first major central bank to do so in June
2014. In pursuing the same path, the BOJ is
hoping banks will step up lending to support
activity in the real economy, rather than pay
a penalty to deposit excess cash at the cen-
tral bank.

There is little sign of any pent-up demand
from Japanese banks or cash-rich companies
for fresh funds, however, and any money
released into the system may merely be
hoarded or steered into speculative activity.
“This is an aggressive all-stick-no-carrot
approach to spurring investment,” said
Martin King, co-managing director at Tyton
Capital Advisors in Tokyo.

The BOJ maintained its pledge to expand
base money at an annual pace of 80 trillion
yen ($675 billion) via aggressive purchases of
Japanese government bonds (JGBs) and
risky assets conducted under its quantitative
and qualitative easing (QQE) program. The
BOJ’s move - boosting the dollar by 1.7 per-
cent against the yen - could make it even
harder for the US Federal Reserve to raise
interest rates four times this year, as original-
ly envisaged by its policy board. — Reuters

Gold down on dollar, 
still set for biggest 

monthly gain in a year
LONDON: Gold edged lower yesterday as the dollar
strengthened, but prices were still on track for their
strongest monthly climb in a year after global economic
headwinds hit riskier assets.

The metal has risen nearly 5 percent in January, under-
pinned by concerns over the world’s growth outlook, espe-
cially China, which has raised questions about the pace of
interest rate rises in the United States. “Maybe things won’t
be this bad next month in the wider markets, so it is possible
that if ETFs’ flows are subsiding, prices will be lower too,”
Macquarie analyst Matthew Turner said.

“But one positive lesson we can learn from this month is
that gold does still have a safe-haven role and that could
stand it in good stead through a testing year to come.”

Spot gold was down 0.1 percent at $1,113.26 an ounce
by 1239 GMT, while US gold for February delivery was down
0.2 percent at $1,113.90 an ounce. The metal reached a 12-
week high of $1,127.80 on Wednesday, after the Federal
Reserve said it was closely watching the global economy
and financial markets. This supported the view that US poli-
cymakers may not be able to raise interest rates again as
soon as March.

A March rate hike was looking “extremely unlikely,” said
Michael McCarthy, chief market strategist at CMC Markets in
Sydney. “Now that the Fed has said that they are looking at
international conditions and their impact on the U.S. econo-
my, it’s quite clear they’d be waiting ... and there are not just
enough macro data between now and the March meeting
for them to shift from their current position,” said McCarthy.

Gold slid 10 percent last year on fears that higher US
interest rates would lift the opportunity cost of holding the
metal. The dollar rose 0.7 percent against a basket of leading
currencies yesterday, mainly due to a weak Japanese yen
after the Bank of Japan stunned markets by joining a hand-
ful of major central banks in adopting negative interest
rates.

Investors were awaiting US fourth-quarter gross domes-
tic product data at 1330 GMT. Economists polled by Reuters
suggest US GDP growth of 0.8 percent in October-
December, slowing from a 2 percent expansion in the third
quarter. Data on Thursday showed new orders for US
durable goods posted their biggest drop in 16 months in
December, suggesting that growth in the world’s top econ-
omy braked sharply at the end of 2015.

The world’s largest gold-backed exchange-traded fund,
New York-listed SPDR Gold Shares, reported an inflow in
January. Spot silver was down 0.1 percent at $14.21 an
ounce. Spot platinum fell 0.5 percent to $861.40 an ounce
while palladium gained 0.2 percent to $491.75. — Reuters

PARIS: French Economy and Industry minister Emmanuel Macron presents
his New Year wishes to the press yesterday at the ministry in Paris. — AFP

French economy grew 1.1% in 2015: Study

BOJ stuns markets with 
negative interest rates
Kuroda says move aims to forestall risks from oil, China

TOKYO: Governor of the Bank of Japan (BoJ) Haruhiko Kuroda answers a ques-
tion during his regular press conference in Tokyo yesterday. — AFP


