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Carney says he is 
ready to stay 
longer at BoE
LONDON: Bank of England Governor Mark
Carney said yesterday he was ready to
extend his time in charge of the central bank
to help Britain’s economy as it leaves the
European Union.

When Carney moved to London from his
native Canada in 2013, he agreed to stay at
the BoE until 2018. Two years ago, after
Britain voted for Brexit, he extended his term
by a further year, until June 2019. That would
keep him in his job until shortly after Britain’s
scheduled exit from the EU in March next
year. But London and Brussels have not yet
agreed the terms of their future relationship,
raising the prospect of a damaging Brexit.

“Even though I have already agreed to
extend my time to support a smooth Brexit, I
am willing to do whatever else I can in order
to promote both a smooth Brexit and an
effective transition at the Bank of England,”

Carney told lawmakers on parliament’s
Treasury Committee.

“The Chancellor (finance minister Philip
Hammond) and I have discussed this. I would
expect an announcement to be made in due
course.” The Evening Standard newspaper
said last week that Hammond wanted Carney
to stay longer at the BoE, a move which
would allow the finance ministry to focus
squarely on Brexit negotiations over the next
few months.

The pound recouped some losses yester-
day after Carney said he was ready to stay,
but concerns over Brexit kept a lid on the
currency’s gains. It suffered its biggest daily
drop against the euro in more than three
months on Monday after European Union
chief Brexit negotiator, Michel Barnier said
he strongly opposed Britain’s latest proposal.

Carney won plaudits from investors for his
response to the Brexit vote shock in 2016,
when the central bank promised to pump liq-
uidity into markets if needed and cut interest
rates to a historic low.

But the Canadian has angered many
Brexit supporters who accuse him of over-
stepping his remit by warning, before the
referendum, of a hit to Britain’s economy in
the event of a vote to leave the EU, and of

over-reacting to the referendum result.
Carney said yesterday it might be easier

for the government to find his replacement
once the terms of Brexit are known. “There
are some advantages for that process to be
run in the context of full knowledge both of
the government of the day and the appli-
cants, those interested parties in the position,
of the exact form of Brexit that the country
has decided to take,” he said.

As well as chairing the nine-member
Monetary Policy Committee which sets offi-
cial British interest rates, the governor of the
BoE has powers over the banking sector.

The extent to which Britain will set its
own banking rules will be determined by the
terms of any Brexit deal with the EU. Carney
also reiterated that Britain’s economy would
suffer a shock if the country leaves the EU
without reaching a deal, saying households
would feel a renewed squeeze on their
incomes for a few years.

The fall in the value of the pound after the
2016 Brexit vote pushed up inflation in
Britain at a time of only modest wage
growth.

Carney said a no-deal Brexit would cause
sterling to fall again although it would rise if
there is an agreement. — Reuters

PARIS: Too much debt has made the world’s financial sys-
tem as vulnerable as it was 10 years ago, Europe’s top
central banker during the 2008 global meltdown has
warned as he looks back on the crisis.

“There is now agreement that the excessive debt level
in advanced economies was a key factor in the triggering
of the global financial crisis in 2007 and 2008,” Jean-
Claude Trichet, who ran the European Central Bank
between 2003 and 2011, told AFP in an interview. “The
growth in debt, especially private debt, in advanced coun-
tries has slowed, but this slowdown has been offset by an
acceleration of emerging country debt,” said Trichet, a
Frenchman who ran his country’s central bank, the Banque
de France, before taking the helm at the ECB.

“This makes the entire global financial system at least
as vulnerable as it was in 2008, if not more so.”

Trichet was only the second president at the ECB,
which was barely a decade old when US bank Lehman
Brothers collapsed in September 2008, a date widely seen
as the trigger of the global crisis.

‘Unheard of since WWII’ 
But Trichet said the bank had detected big trouble

much earlier. “I witnessed the real start of the financial cri-
sis that was about to sweep the world in the morning of
August 9, 2007, when we were confronted with a com-
plete interruption of the eurozone money market,” he
remembered.

After claiming its first bankruptcies in the US in the
summer of 2007, the budding crisis quickly made world
stock exchanges wobble too. The contagion reached
Europe when German bank IKB issued a profit warning,
prompting the German government to extend it a lifeline of
more than three billion euros ($3.5 billion).

Then, on August 9, French banking giant BNP Paribas
froze three of its US funds specializing in securitized mort-
gages whose value plunged by 400 million euros within a
few days. Panic gripped financial institutions, causing the
money market, where banks lend each other short-term
liquidity, to suddenly dry up.

“This had been unheard of since World War II,” Trichet
said. “There was none of the usual business, no transac-

tions between banks, no market interest rates,” said
Trichet. Trichet and the ECB responded by bringing on
heavy monetary artillery. “I decided with my colleagues to
provide all the liquidity that the banks were asking for,
without limit,” he said.

In the end around 50 eurozone banks came looking for
a total of 95 billion euros in liquidity-a sum exceeded in
recent history only by the nearly 110 billion the ECB
injected after the 9/11 attacks in the United States in 2001.

‘Extremely bold’ 
Trichet was in his French summer house that day, far

from the Frankfurt-based ECB, and “in constant electronic
contact with the ECB and the council members. After two
and a half hours we decided to give the banks the 95 bil-
lion”. The move was a watershed because “it showed that
the ECB was able to take extremely bold decisions very
quickly”.

There were two competing views of what was going on,
Trichet remembered. “There were those who thought that
the subprime crisis was the harbinger of something big

and dangerous to come, and those who thought that this
was a simple market correction, quite healthy and without
any systemic importance. I subscribed to the former view.”
True enough, the financial situation continued to worsen
over the subsequent months, until the Lehman Brothers
crash sparked the crisis proper.

Lehman may have been the smallest investment bank on
Wall Street, but “it was the detonator for the worst finan-
cial crisis since World War II”, Trichet said.

By the time Lehman started to crumble, Trichet said he
and his central banker colleagues, including Fed chief Ben
Bernanke, “were very much aware that we were looking at
a completely systemic major global crisis”.

“We said that the Lehman’s bankruptcy would have
catastrophic consequences, but I realized that the US gov-
ernment was not going to save Lehman if the private sec-
tor failed to find a solution,” he said.

“It was my understanding that the American govern-
ment at the time did not have the political leeway to inter-
vene with public money. So I got ready for the catastro-
phe,” Trichet said. —  AFP
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Venezuela to hike 
fuel prices by 
October: Maduro 
CARACAS: Venezuela will hike the price of its
heavily subsidized gasoline by October,
President Nicolas Maduro said on Monday, as
the crisis-stricken government seeks to shore
up its coffers amid hyperinflation that is
accelerating a broad economic collapse.

Despite the crisis, fuel prices are set so low
that the equivalent of $1 buys nearly 400,000
gallons of fuel. That cripples the state’s hard
currency earnings and drives a lucrative
smuggling trade. The government will launch a
new payment system using a state-backed
identification card in border states to limit
smuggling, Maduro said, and will increase
prices to international levels once that system
is in place. “During the course of September,
October, once that system is working, we will
establish the subsidy systems and the price of
gasoline will be set at the international price,”
he said during a televised broadcast.

Maduro did not offer additional details.
Any increase would mark the first time in

20 years that Venezuela has significantly
raised fuel prices, which have been a sensitive
issue ever since riots broke out in 1989 in
response to austerity measures that included
higher gasoline prices.

Government regulations have kept prices
steady at the pump despite inflation that is
expected to hit 1,000,000 percent this
year, according to the Internat ional
Monetary Fund.

Drivers have for years paid for fuel in loose
change, often tipping service station workers
more than they pay to fill their tanks. Experts
estimate Venezuela - where shortages of food
and medicine have fueled hunger, disease and
a mass exodus of citizens - loses at least $5
billion a year as a result of not selling gasoline
at international prices.

Critics have questioned how Venezuelans,
whose salaries have been destroyed by
unchecked inflation, could afford to pay the
same fuel prices as those facing drivers in the
United States.

The new system revolves around a state-
backed ID known as the Fatherland Card,
which Maduro says is meant to provide better
services to citizens through data collection.

Opposition critics say the identification
cards are meant to channel subsidies and
scarce food and medical services to govern-
ment supporters, while withholding them from
Maduro’s adversaries. — Reuters


