
ALWAR: In this photograph taken on April 15, 2017, Indian farmers separate husk from harvested wheat grains by using
a harvester machine in a field on the outskirts of Alwar in the western state of Rajasthan. — AFP
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FRANKFURT: Eurozone economic growth will be steady
but modest over the coming year, but that will depend
partly on independent candidate Emmanuel Macron win-
ning the French presidency next month, a Reuters poll of
economists showed.

The results suggest forecasters, like investors and traders,
appear unrattled by political uncertainty as France prepares
for a presidential election in which far right and anti-European
Union leader Marine Le Pen is polling strongly, although no
major survey sees her winning.

France is the EU’s second biggest economy so turmoil
there would weigh on the wider bloc. “A win by the populist
Marine Le Pen in the second round could result in a prolonged
period of uncertainty as she attempts to negotiate better
terms for France remaining in the EU.” said Beata Caranci, chief
economist at TD Securities.

“This outcome would undoubtedly increase volatility in
global financial markets, particularly in European equities,
bonds, and currencies.” A separate poll of foreign exchange
strategists earlier this month showed the euro falling about 5
percent to near 15-year lows and close to parity against the
dollar in the immediate aftermath of a Le Pen win the vote.

Still, the latest poll of over 80 economists showed predic-
tions for eurozone growth and inflation have barely budged
over the last two years of monthly Reuters surveys. “Our macro
views involve assumptions on not just policy but also politics,
especially in Europe. For example, underlying our growth fore-
casts is the view that European elections will not lead to gov-
ernments that try to take their countries out of the euro area,”
noted Ajay Rajadhyaksha, head of macro research at Barclays.

When asked which candidate for the presidency would be
best for French economic growth, 30 of 51 respondents said
Emmanuel Macron, 19 said François Fillon and the remaining
two economists said both. But none chose Marine Le Pen.

Steady as she goes 
Economic growth in the eurozone is expected to be

steady at 0.4 percent in each quarter through the third
quarter of next year, unchanged from last month’s poll.
Median consensus for annual GDP growth for this year was
1.7 percent and for next it was 1.6 percent, in line with the
International Monetary Fund’s latest projections.

But inflation is forecast to remain below the European
Central Bank’s target of close to but under 2 percent until
at least 2019. The highest call was for inflation to average
2.1 percent this year.

Those decent-yet-uninspiring predictions come despite
surprisingly strong business confidence surveys and hints
of a pick up in price pressures since the start of the year.

But with the inflation outlook still tepid, economists
unanimously said the ECB would stand pat at its monetary
policy meeting on April 27. The central bank is expected to
keep its interest rates on hold through to until at least the
fourth quarter of 2018. While the ECB is expected to
remain on the sidelines through this year, when asked on
the next likely move, a majority of economists said it
would extend i ts  asset  purchases  program beyond
December 2017 with a cut to the monthly spend, currently
at 60 billion euros per month.

The next top pick was for the ECB to announce a taper to
its its asset purchase program with an intention to wind it
down completely. “The first step in the ECB’s exit strategy is
likely to be tapering and not hiking policy rates,” said
Kristian Toedtmann, economist at DekaBank.

“The ECB wants to withdraw stimulus only very slowly.
At the same time, it seems not inclined to extend the uni-
verse of assets that it can buy. Therefore, the most consis-
tent way to normalize monetary policy would be to phase
out QE.” — Reuters 

Eurozone economic growth 
steady but modest: Study 

Political status quo could help sustain growth 

UK to sell Green
Investment Bank to
Macquarie for $3bn

LONDON: The British government said it will sell the
Green Investment Bank (GIB) to a consortium led by
Macquarie Bank in a deal worth 2.3 billion pounds ($3 bil-
lion), which critics said failed to guarantee its future. The
Australian bank’s purchase of GIB, which backs green
projects with public funds, had been expected since a
court rejected the claim of a rival bidder earlier this
month, but it has been vehemently opposed by environ-
mental groups and some UK lawmakers. 

They say Macquarie will strip the bank of its assets,
potentially diluting its purpose of investing in green proj-
ects. The government set up GIB in 2012 as a commercial
venture to spur private investment in green projects. It
has invested more than 2 billion pounds in projects such
as offshore wind farms and waste management.

The deal comprises a 1.7 billion pound price tag and
approximately 600 million pounds in funding commit-
ments for existing GIB projects.  The government has pro-
vided 1.5 billion pounds since 2012, meaning that the
transaction price at the date of signing represents a 160
million pound premium on total government funding.
The government decided to sell a majority stake in 2015,
saying that would give the bank more freedom to bor-
row, free it from state aid restrictions and allow it to
attract more capital.

Environmentally toxic
The consortium’s structure - comprising Macquarie

Group, Macquarie European Infrastructure Fund 5 and
Universities Superannuation Scheme - includes a “special
share” arrangement whereby GIB’s mandate would be
safeguarded by five independent trustees, Macquarie
said.  Macquarie pledged yesterday to invest 3 billion
pounds in green energy projects over the next three
years. There were no guarantees on GIB’s headcount as
part of the deal but Macquarie said it would continue to
operate from offices in London and Edinburgh, manag-
ing more than 4 billion pounds of green infrastructure
assets and projects. —Reuters 

World markets diverge 
eyeing French election
LONDON: Eurozone stock markets rose yesterday as investors
zoned in on the upcoming French presidential election, while
London fell further as the pound rose against the dollar. 

Around 1015 GMT, London’s benchmark FTSE 100 index
was down 0.1 percent compared with the close on
Wednesday. Frankfurt’s DAX 30 index gained 0.2 percent
and the Paris CAC 40 won 0.9 percent. “The FTSE is weaken-
ing once more... as the pound continues its ascent in the
wake of (British Prime Minister) Theresa May’s decision to
call a snap election,” said Joshua Mahony, market analyst at
IG trading group. 

Eyes are on also the first round vote in the French presi-
dential elections this weekend, with a four-way race making it
tough to call on who will go into the run-off. There are fears a
win for far-right leader Marine Le Pen, riding a wave of pop-
ulism, could see the collapse of the eurozone after she said
she would withdraw France from the currency bloc.

“World stock markets may be rangebound ahead of the
first round of the French presidential election on Sunday, but
the euro has hit a three-week high against the US dollar,”
said Mahony.

Asian markets steadied yesterday following broad losses
the previous two days but they struggled to maintain early
momentum as analysts warned caution was prevailing on
geopolitical worries and fading hopes for US President
Donald Trump’s stimulus drive.

Energy firms were among the main laggards, tracking loss-
es in their US counterparts, after a surprise jump in US petro-
leum inventories sent oil prices skidding almost four percent
Wednesday.

Hong Kong added one percent, Sydney put on 0.3 percent
by the close, Seoul jumped 0.5 percent and Singapore firmed
0.1 percent. But Tokyo ended marginally lower, while
Shanghai was also flat. Wellington and Taipei slipped. — AFP


