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BRUSSELS: Eurozone unemployment fell
to a near five-year low in May, official data
said yesterday, in a rare positive sign for a
sluggish European economy struggling to
return to solid growth. The data covers a
period before last week’s shock Brexit
vote, which economists believe has made
the eurozone more unstable and could
negatively affect growth and job figures in
the medium term.

The Eurostat statistics agency said
unemployment in the 19-nation eurozone
fell to 10.1 percent in May from 10.2 per-
cent in April. The rate fell in with analyst
forecasts as the eurozone continues a
painfully slow recovery after unemploy-
ment hit record highs during the worst of
the debt crisis.

“Despite May’s decline, the euro-zone
unemployment rate ... is still well  above
the 1999-2007 average of 8.8 percent,”
said Stephen Brown European Economist
at Capital Economics.

Unemployment in the full 28-nation EU
was unchanged at 8.6 percent in February,
Eurostat said. One of the lowest jobless
rate was in powerhouse Germany, at 4.2

percent, while the highest were in debt-
laden Greece at 24.1 percent and Spain
with 19.8 percent. Unemployment in the
single currency bloc hit a record high of
12.1 percent during the worst of the debt
crisis.  “Given that at least some eurozone
firms will probably delay their hiring plans
after the fallout of the UK’s vote to leave
the EU, we still think that the ECB has a lot
more work to do...,” said Brown.

The European Central Bank launched a
massive stimulus program in early 2015
but to little apparent effect and last month
added even more unprecedented meas-
ures in an effort to get the economy back
on track. The uncertainty sparked by the
British vote to leave European Union will
“inevitably” harm economic recovery in
the euro area, European Central Bank
executive board member Benoit Coeure
said in a newspaper interview yesterday. 

The pick-up in the eurozone economy
“will inevitably suffer from the ‘uncertainty
shock’ that the British referendum has trig-
gered, even if the impact is difficult to
quantify at the moment,” Coeure told the
French daily Le Monde. The effect would

be all the more damaging because “the
recovery in the euro area is already there.
It’s healthy and driven by domestic
demand and by investment,” even it was
being “kept down by high unemployment
levels and debt,” he argued. 

The victory of the Leave vote in Britain
last week has already led to severe turbu-
lence on the financial markets. “Central
banks are continuing to monitor develop-
ments and are ready to intervene if finan-
cial stability is jeopardised, by supplying
liquidity if necessary,” Coeure said.  “The
important thing is to clarify how and when
Britain will leave, because prolonged
uncertainty will carry an economic cost,”
both for Britain and the EU, he said. 

The priority was to “re-establish confi-
dence between European countries,” by
pushing through structural reforms before
pressing ahead with integration.  “If every-
one plays their part, confidence will return
and Europe will be able to move forward,”
Coeure continued.  The solution to the
problems “lies as much with Berlin, Paris
and Rome as with Brussels and Frankfurt,”
he said. — AFP

Japan clobbered by 
weak inflation and
business confidence

TOKYO: Japan was clobbered with a one-two punch yesterday
morning as weak data and a lacklustre business confidence
report underscored the slowdown dragging on the world’s num-
ber three economy. The poor readings will heap pressure on poli-
cymakers to unveil more stimulus, after the yen surged again in
the wake of Britain’s shock vote last week to quit the European
Union, threatening Japan Inc’s profits.

Yesterday’s data come ahead of parliamentary elections next
week seen as a referendum on Prime Minister Shinzo Abe’s falter-
ing plan to kickstart the economy, dubbed Abenomics. Spending
by households across the country fell in May while inflation
dropped for a third straight month, official data showed Friday, in
a fresh blow to Abe’s war on deflation.

They were the latest in a string of figures - including an earlier
drop in factory output-to raise concerns about Japan’s prospects.
While the labor market remained tight in May, there are growing
concerns about second-quarter economic growth. Japan dodged
a recession in the first three months of the year. “Today’s num-
bers underscored the weakness in consumer spending, which is
likely to keep putting pressure on the Japanese economy,” said
Hideo Kumano, chief economist at Dai-ichi Life Research Institute.

Also Friday, the Bank of Japan’s closely watched Tankan sur-
vey showed confidence among small firms and non-manufactur-
ers worsened during the second quarter of the year.

Sentiment among major manufacturers remained stuck at its
lowest levels since Abe kicked off his much-vaunted program to
boost growth more than three years ago. The survey of over
10,000 companies is the most comprehensive indicator of how
Japan Inc is faring.

‘Brexit Blues’  
Investors tend to buy the yen as a safe asset in times of tur-

moil, but a stronger currency hits Japan’s exporters especially
hard as it shrinks the value of the profits they earn overseas when
converted back to yen. Yesterday’s weak Tankan report does not
include the full impact of the so-called Brexit. “It is important to
remember that the (Tankan) survey was conducted throughout
June and therefore reflects the UK’s vote to leave the EU only in
part,” said Marcel Thieliant at research house Capital Economics.

Friday’s disappointing reports will put a renewed focus on the
central bank’s meeting later this month, as markets try to gauge
whether policymakers will unleash more stimulus to prop up
Japan’s economy. The Bank of Japan’s massive 80 trillion yen
monetary easing plan is a cornerstone of efforts to bring an end
to years of the deflation that held back growth in the once-pow-
erhouse economy. Falling prices may sound like a good thing for
consumers but they tend to delay spending, which in turn hits
firms’ hiring and expansion plans, which is bad for the economy.

Tokyo has struggled to jack up prices, with Abenomics finding
itself under a renewed spotlight more than three years on. The
plan-a mix of massive monetary easing, government spending
and red-tape slashing-brought the yen down from record highs
and made Japan’s exports more competitive but that has not
been enough to deliver consistent growth.

The International Monetary Fund recently said the plan need-
ed to be “reloaded” with steps to boost wages and bring about
labor reforms. Japan’s parliamentary elections are widely seen as
a vote on Abe’s plan, although his premiership will not likely be
contested. Half of the 242 seats in Japan’s upper house are up for
grabs in the July 10 vote. — AFP

TOKYO: People walk on a street in Tokyo yesterday. Japan
was clobbered with a one-two punch yesterday morning
as weak data and a lacklustre business confidence report
underscored the slowdown dragging on the world’s num-
ber three economy. — AFP 

Eurozone unemployment 
falls to near five-year low 

Brexit will impact eurozone recovery: ECB 

LONDON: Gold rose 1 percent yester-
day and was heading for its fifth weekly
gain, supported by a weaker dollar and
prospects for further monetary policy
easing in the wake of Britain’s vote to
leave the European Union. Spot gold
rose to a session high of $1,338 an
ounce, and was 0.8 percent higher at
$1,332.76 an ounce by 1155 GMT.  The
metal gained 8.8 percent in June, its
biggest monthly rise since February.

Gold’s strength benefited silver,
which breached the $19 an ounce level
yesterday for the first time since
September 2014. It rose as much as 3.8
percent to $19.40 and traded 2.6 per-
cent higher at $19.18. Silver was on track
for its best week since August 2013 hav-
ing gained more than 8 percent so far.
“For gold, the initial reaction was safe-
haven demand due to the uncertain
political situation in Europe, but then
the latest move might be more of a
reaction to comments from central
banks that they are moving to an easing
bias,” Danske Bank senior analyst Jens
Pedersen said. 

“Near term, the pivotal moment for
gold will be next Friday’s (US) jobs
report, because a decent print will at
least remove the uncertainty about the
state of the US jobs market and the
Fed’s decision to postpone any rate hike
would be more about the external effect
of the Brexit vote on the US  economy,”
Pedersen said.

The dollar fell 0.4 percent against a
basket of six currencies, while European
stocks recovered on signs that central
banks such as the Bank of England, the
Bank of Japan and the European Central
Bank will loosen monetary conditions
even further.  Concerns about the global

economy have made a US rate rise in
coming months less likely, analysts say,
but much will depend on US economic
data and markets will be watching non-
farm payrolls due on July 8 in particular
for clues. Low US interest rates are posi-
tive for gold because the opportunity
cost of holding it decreases and the dol-
lar typically falls, making the metal
cheaper. 

Societe Generale raised its gold price
forecasts on Thursday on concerns
about the ongoing political, financial
and economic fallout of Britain’s vote

last week to leave the European Union.
“Looking ahead, it seems that gold will
remain one of the major beneficiaries in
the current backdrop, as heightened
volatility and lingering uncertainty will
keep investors’ risk appetite in check,”
the bank said in a note. Platinum
marked its highest level since May 18 at
$1,035 an ounce and was on track for its
best weekly rise since the end of April.
Palladium, heading for its best week
since early March, rose to its highest
since May 13 at $601, and was up 0.3
percent at $594.83. — Reuters

Gold heads for fifth week 
of gains and silver jumps

MEXICO CITY: Mexico’s central bank on
Thursday raised its key interest rate by
half a point to contain inflation and
shore up the peso after its battering fol-
lowing Britain’s decision to leave the
European Union. Facing the prospect of
“sluggish” global growth in the second
half of 2016, the bank decided to
“increase the interbank base rate by 50
points to a level of 4.25 percent,” it said
in a statement.

“One of the risks for the global econo-
my has materialized after Great Britain’s
recent decision to end its membership in
the European Union,” it added. The peso
fell 3.12 percent yesterday, closing at
19.25 pesos to the dollar the day after
Britons voted in a referendum to leave
the EU. The Mexican currency rallied on
Thursday on news of the hike, which was
larger than expected.

Brexit had a “negative impact on
international financial markets and the
prospects of trade and global growth,
with corresponding effects on the confi-
dence of businesses and consumers,”
the central bank said. By increasing the
policy rate, it “seeks to prevent the
depreciation of the national currency
seen in recent months.”

The bank had already raised its key
rate by half a point to 3.75 percent in
February to stem the peso’s decline. The
Mexican currency had depreciated
against the dollar for several months,
recently falling below the symbolic
threshold of 19 pesos to one dollar.

The peso depreciated by more than
16 percent against the US currency last
year, mainly thanks to falling oil prices.
Mexico’s GDP saw growth of 2.5 percent
in 2015. — AFP

Mexico CB boosts 
rate after Brexit


