
LONDON: The Bank of England appears
set for today to hike interest rates to com-
bat high inflation, as it eyes fallout from
both Brexit and the global trade war,
economists say.

Policymakers are widely expected to
ramp up the British central bank’s main
interest rate by a quarter-point to 0.75 per-
cent-which would be the highest level in
more than nine years.

The BoE’s nine-strong monetary policy
committee (MPC) will reveal the outcome
of its August gathering at 1100 GMT. No
change is anticipated in quantitative eas-
ing stimulus policy, which has been in
place alongside ultra-low rates since the
aftermath of the global financial crisis.

“The market is confident we are in for
an August rate rise,” said Laith Khalaf,
senior analyst at stockbroker Hargreaves
Lansdown.

Brexit-facing Britain was the only G7
economy to experience a slowdown in
2017, the Office for National Statistics
highlighted this week. However, it also noted
that growth has been more resilient than
was initially expected after the Brexit refer-
endum in 2016. 

Factories
British factories lost momentum in July

and manufacturers were their most down-
beat in nearly two years, a survey showed
yesterday, but the data was unlikely to deter
the Bank of England from raising interest

rates today. The weak domestic demand
highlighted in the IHS Markit/CIPS UK
Manufacturing Purchasing Managers’ Index
(PMI) added to other signs of a largely
sluggish British economy facing an uncer-
tain exit from the European Union in less
than eight months’ time.

The PMI slipped to its second-lowest
level since late 2016 at 54.0, down from 54.3
in June and weaker than a median forecast
of 54.2 in a Reuters poll of economists.

Rob Dobson, an IHS Markit director, said
the sector-which accounts for 10 percent of
the British economy-had provided no mean-
ingful boost to economic growth so far this
year. “The financial markets still seem to
have an interest rate increase nailed on for
August,” he said, referring to Thursday’s
policy announcement by the BoE.

Ammunition against downturn?  
“The bank would dearly love to normal-

ize monetary policy, if only to give itself a bit
of ammunition to ward off an economic
slowdown,” Khalaf added.

“Moreover, last time the MPC met, three
members voted for a rate rise, which now
means only two doves need to become
hawks for policy to tighten.” Rising interest
rates are a boon for savers but ramp up the
cost of credit for consumers and compa-
nies. In June, the MPC panel had voted 6-3
to keep the rate on hold at 0.50 percent, as

chief economist Andy Haldane joined
those calling for a rise. The previous
decision in May had been 7-2 in favor of
no change.

BoE governor Mark Carney has mean-
while warned that the global trade war,
spearheaded by US President Donald
Trump, is damaging the outlook. Despite
the gloom, most economists believe
above-target inflation will persuade poli-
cymakers to hike, although weak manu-
facturing survey data has injected some
caution.
The central bank will also unveil its lat-

est quarterly economic forecasts today.
Britain’s 12-month inflation rate has now
held above the BoE’s official 2.0-percent
target range since February 2017 — or for
the last 17 months in a row. “The new infla-
tion forecast should reflect a high risk of a
target-overshoot by 2020,” said analyst
Danielle Haralambous at the Economist
Intelligence Unit.

“This, combined with a broader desire to

normalize the policy stance to give some
room for manoeuvre ahead of the next
cyclical downturn, should convince a major-
ity of MPC members to vote for a hike.”

The BoE had implemented an emergency
quarter-point rate cut to a record low 0.25
percent in August 2016 on fears over the
economic impact of the Brexit vote.

However, it then lifted borrowing costs
back up to 0.50 percent last November to

help bring down inflation. That was the first
UK interest rate hike in more than a decade,
since 2007.

‘Symbolic moment’ 
“If the bank does increase rates it will

be a pretty symbolic moment-the first
time since the financial crisis that rates
have moved above 0.50 percent,” said
Khalaf. — AFP
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UK factories
lose steam 

on eve of 
BoE decision

LONDON: Policymakers are expected to ramp up the British central bank’s main inter-
est rate today. — AFP

Britain on verge of interest 
rate hike to combat inflation

BoE eyes Brexit fallout, global trade war 

US hiring surges 
in July: Survey
WASHINGTON:  US private firms hired at
a torrid pace in July, far faster than econo-
mists expected, payrolls firm ADP said yes-
terday, which could point to another dip in
the unemployment rate.

ADP’s monthly survey showed nearly
every industry had gains, and the US tariffs
battle with key trading partners has yet to
have a major impact on jobs. Coming on the
day the Federal Reserve is due to announce
its latest interest rate decision, the survey
shows the American labor market remains
strong, which could be a signal that wages
will accelerate as well, fanning inflation.

The Fed is not expected to raise the
benchmark lending rate again until
September, but will watch wages and infla-
tion closely to determine if it should be
more aggressive about letting steam out of
the economy. The central bank is expected
to hike twice more this year.

ADP said the private sector added
219,000 new jobs, the most since February
and surpassing the 175,000 consensus
forecast among economists. “The labor
market is on a roll with no signs of a slow-
down in sight,” said Ahu Yildirmaz, vice
president and co-head of the ADP
Research Institute. “Nearly every industry
posted strong gains and small business hir-

ing picked up.” 
The dominant US services sector led the

way, adding 177,000 new jobs, with health
care and leisure/hospitality accounting for
the bulk of the gains. The goods producing
sector hired 42,000 in the month, including
23,000 in manufacturing. The ADP report is
closely scrutinized as it comes ahead of
Friday’s all-important government jobs
report, although the two reports are not
always in line. 

With the unemployment rate at four per-
cent and wages starting to rise at long last,

the Fed will be on alert for signs inflation
going beyond the two percent target.

Mark Zandi, chief economist of Moody’s
Analytics, said, “The job market is booming,
impacted by the deficit-financed tax cuts
and increases in government spending.”
And while many firms have reported con-
cerns about the ongoing trade confronta-
tions, and some have cut jobs, Zandi said
that is not showing up in the data. “Tariffs
have yet to materially impact jobs, but the
multinational companies shed jobs last
month, signaling the threat.”—AFP 

SAN FRANCISCO: In this file photo, a now hiring sign is posted on the window of a
7-11 store in San Francisco, California. — AFP

Al-Tijaria
achieves a
net profit of 
KD 7,154,131 up
to Q2 of 2018
KUWAIT: Abdulfatah M R Marafie -
Chairman of The Commercial Real Estate
Company  (Al-Tijaria) has stated that the
business outcome of the company for the
financial period which ended on
30.06.2018, resulted in achieving net
profits of KD 7,154,131.

The shareholders’ equity grew by 1.4
percent and the net operational profits of
the company driven by the rental income
from the investment properties and the
hotel, has shown growth by 3.4 percent
compared with the same period of year
2017. The return on shareholders’ equity
is 2.5 percent and the return on the capi-
tal is 4 percent for the 6 month period
ended Jun 30, 2018.

Marafie further stated that “the com-

pany is focused on
improving its per-
formance and results
by strengthening
operational revenues,
cash flow and mini-
mizing costs. To this
end we have imple-
mented a strategy
which is fully func-
tional and delivering
timely action plans
which will preserve
and add value to the shareholders equity
in the midst of the current political and
economic challenges.”

He further stated that “in the second
quarter of 2018”, the company success-
fully held many Events, to improve its
vital role in corporate social responsibili-
ty. Such initiatives targets various seg-
ments of the society, and augments the
company’s belief in its social responsibili-
ties and commitment to the ideal applica-
tion of corporate governance principles. 

To conclude, Marafie expressed his
deepest gratitude and appreciation to all
shareholders, Member of the Board of
Directors and all employees for their
efforts, continuous support, and hard work
for reaching the goals and objectives.

Abdulfatah 
M R Marafie


