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WASHINGTON: Federal Reserve Board Chair Janet Yellen testifies on Capitol Hill on Wednesday. —AP

FRIDAY, SEPTEMBER 30, 2016

WASHINGTON:  F e d e r a l  R e s e r v e
Chair Janet Yellen said Wednesday
that the central bank has no “fixed
timetable” for raising interest rates
b u t  s h e  b e l i e v e s  t h e  e c o n o m y  i s
ready for a rate hike by the end of
the year.

She said during an appearance
before the House Financial Services
Committee that when the Fed met
l a s t  w e e k ,  a  m a j o r i t y  o f  h e r  c o l -
leagues believed it would be appro-
priate to raise rates before the end of
this year. The Fed boosted its key pol-
icy rate in December 2015 to a range
of 0.25 percent to 0.5 percent. But
since then, officials have left the rate
unchanged. Yellen told the lawmak-
ers that she believed it would make
s e n s e  t o  b o o s t  t h e  r a t e  a g a i n  “ i f
things continue on the current path
and no significant new risks arise.”

The Fed last  week voted 7-3 to
keep its key interest rate where it has
been all year. But it did send a strong
signal  that  i t  i s  prepared to ra ise
rates before the end of the year, with
m a n y  e x p e c t i n g  a  m o v e  i n
December .  Yel len sa id  that  whi le
i n f l a t i o n  i s  n o t  a  t h r e a t  a t  t h e
moment, it is possible that the econ-
omy could begin to overheat with
prices rising too quickly, forcing the
Fed to accelerate the pace of rate
h i k e s  a n d  r a i s i n g  t h e  t h r e a t  o f  a
recession.

“If we allow the economy to over-
heat, we could be faced with having
to raise interest rates more rapidly
than we would want which could con-
ceivably jeopardize that good state of
affairs that we have come close to
achieving,” Yellen told lawmakers.

Too political 
Some Republicans on the panel

echoed a charge that Republican presi-
dential nominee Donald Trump made
during Monday’s debate that the Fed
had become too polit ical  and was
delaying rate hikes in an effort to help
Democrats win the election. “We are in
a big, fat ugly bubble,” Trump said dur-
ing the debate. “We have a Fed that’s
doing political things. This Janet Yellen
of the Fed.”

Rep. Scott Garrett, R-N.J., pressed
Yellen to say whether she believed Fed
board member Lael Brainard should
recuse herself from voting on interest
rate decisions given that she has donat-
ed to Hillary Clinton’s campaign.

Yellen said that federal law allows Fed
governors to make political donations.
Garrett also said he viewed Yellen’s
meetings with Treasury Secretary Jacob
Lew and other Treasury Department offi-
cials as evidence she was too close to the
Obama administration.

All Fed leaders, whether Democrats
or Republicans, have followed the prac-
tice of holding weekly sessions with the
Treasury secretary to review US and
global economic developments. “I cer-
tainly have never been pressured in
any way by the administration,” Yellen
told the committee. “The (Obama)
administration, my experience has
been, greatly respects the Fed’s inde-
pendence to make decisions in accor-
dance with the Fed’s mandate.”

Yellen,  who was testifying
Wednesday on the Fed’s role in regulat-
ing the nation’s banking system,
received a number of questions from
lawmakers about the situation at Wells
Fargo and whether federal banking

regulators fell down on the job by not
detecting practices at the nation’s sec-
ond largest bank that allegedly had
Wells Fargo employees opening mil-
lions of accounts without customers’
permission.

Yellen said it was important for top
management at all banks to make sure
that the compensation policies they
establish do not create incentives for
executives to pursue improper policies
that harm customers or put the banks’
safety at risk. In her testimony, Yellen
said that the health of the financial sys-
tem has strengthened considerably
since the 2008 economic crisis, in part
because of tougher regulations passed
by Congress in 2010. She said the Fed
wants to make sure that the new
requirements keep the country’s
largest banks from failing and destabi-
lizing the entire financial system, while
avoiding undue burdens on smaller
institutions.

As part of that effort, the Fed has
put forward a proposal to ease require-
ments for annual stress tests for all but
the largest institutions.

Under the change the Fed is
mulling, all banks with more than $50
billion in assets would still have to
undergo annual stress tests to see if
they would have a sufficient capital
buffer to withstand loan losses in a
severe economic downturn. But a con-
current, more detailed review would be
dropped for all banks but those with
more than $250 billion in assets.

While members of the committee
praised this step, many Republican law-
makers complained that the Fed was
stil l  not doing enough to alleviate
unnecessary regulatory burdens. —AP

Yellen says economy likely ready
for rate hike later in 2016  

No ‘fixed timetable’ Big-spending
Germans lift 

growth forecast 
FRANKFURT: Germany’s leading economic think tanks
raised their growth forecast for 2016 yesterday, with big-
spending consumers and government expenditure on
migrants giving a boost to Europe’s largest economy.

The five institutes-the DIW in Berlin, IWH in Halle, Ifo in
Munich, IfW in Kiel and RWI in Essen-predicted that the
economy would grow by 1.9 percent this year, up from
their April estimate of 1.6 percent. “The German economy
is experiencing a moderate upswing,” they wrote in their
autumn report, adding that domestic demand remains the
key driver of the country’s growth.

“The job market is still in good shape and continues to
support private spending, while public spending has been
boosted by refugee-related expenditure,” said Ferdinand
Fichtner of the DIW. German businesses on the other hand
were making a “below-average contribution” to the recov-
ery, the experts wrote.

The economists also warned of clouds on the horizon,
as sluggish global demand weighs on exports-historically
a major contributor to German prosperity-while the Brexit
fallout could yet make itself felt.

Although data so far suggests German business deci-
sions have not been substantially affected by Britain’s
June vote to leave the European Union, this could change
if the Brexit negotiations become acrimonious, the
authors said.

A worsening of trade ties between the EU and Britain
could weaken British demand for imports, they cautioned,
which in turn could hurt German exports and investment.
Looking ahead to 2017, the think tanks expect growth to
slow to 1.4 percent, down from an earlier estimate of 1.5
percent. 

For 2018, they forecast that gross domestic product
would expand by 1.6 percent. The government expects
GDP to expand by 1.7 percent this year. The Federal Labor
Office yesterday said unemployment was unchanged in
September at 6.1 percent, holding at its lowest level since
re-unification. —AFP

‘Blood diamond’ 
suspect dies in 
Belgian prison

BRUSSELS: A US-Belgian businessman accused of enslave-
ment and diamond trafficking during Sierra Leone’s civil war
has died in a Brussels prison, officials said yesterday. 

Michel Desaedeleer, 65, “died on Tuesday to Wednesday
night, most likely of natural causes,” a spokesman for the
Belgian prosecutor’s office told AFP. Desaedeleer was arrested
in August 2015 at Malaga airport in southern Spain, attempt-
ing to reach the United States where he resided.

He was soon transferred to Belgium where he had been
scheduled to appear before a judge next week to request
release on bail pending trial. Belgium sought his arrest follow-
ing a complaint filed in Brussels in 2011 by five former dia-
mond mine slaves.

They detailed alleged crimes in Sierra Leone’s eastern dis-
trict of Kono between 1999 and 2001. “Blood diamonds”
helped finance civil wars across Africa in the 1990s and often
funded military dictatorships in the continent.

Desaedeleer’s name was mentioned in a United Nations
report on the trade in 2000. It said he signed an agreement in
1999 with brutal Sierra Leone rebels allowing him to exploit
diamond mines and ship the gems abroad via Liberia.

The gems were sold mainly in Antwerp, Belgium’s second-
biggest city and the heart of the global diamond trade for sev-
eral centuries. “Sadly, the victims of slavery in the diamond
mines in Sierra Leone’s Kono district ... will never fully achieve
justice,” said Civitas Maxima, a Geneva-based organisation
that gives legal advice to victims of war crimes and has helped
build a case against Desaedeleer.

“Nevertheless, the arrest of Michel Desaedeleer, his imprison-
ment and the fact that his trial was scheduled to commence in a
few months represent a victory for the victims who courageous-
ly filed a complaint against him,” it added. Around 120,000 peo-
ple died in Sierra Leone’s 1991-2002 civil war. —AFP


