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Smooth-talking 
Lagarde faces 
first ECB’s grilling
FRANKFURT AM MAIN: New European Central
Bank president Christine Lagarde makes her first
monetary policy announcements Thursday, with ob-
servers hunting for clues to her leadership style and
the bank’s response to stuttering eurozone growth. A
1:45 pm statement is expected to unveil no change to
predecessor Mario Draghi’s ultra-loose monetary
policy following Lagarde’s maiden meeting of the
ECB’s governing council in Frankfurt.

But the former International Monetary Fund chief
can expect a grilling at the post-meeting press con-
ference. “Monetary policy involves a lot of subtle sig-
nalling and it remains to be seen if and how Lagarde
will be willing to drop policy hints, or use code words
to guide markets,” said Frederik Ducrozet of Pictet
Wealth Management. With a background in corporate
law, she is the first ECB chief who is not a trained
economist. She is also admired as an effective com-
municator. Lagarde has herself pleaded for patience,
saying she has been on a steep “learning curve” since
taking up the job last month.

“I am trying to learn German, but I am also trying

to learn central bank language,” the one-time French
finance minister told MEPs last week, acknowledging
the market-moving impact of even a single ambiguous
word. Perhaps more than policy shifts, observers will
be listening closely for hints about a “strategic review”
- the institution’s first since 2003. The timing and
scope of the review remain unclear, but it could lead
to a major shake-up amid calls for the ECB to rethink
its inflation target and take more climate action.

Tensions 
In his final act as ECB chief, Draghi in Septem-

ber unveiled fresh stimulus to bolster the 19-nation
euro area, which has been weighed down by US-
China trade tensions, Brexit uncertainty and a
weakening manufacturing sector. As well as offering
a new round of cheap credit to lenders, Draghi
slashed a key interest rate deeper into negative ter-
ritory and kept others at historic lows.

He also restarted a controversial bond-buying
program to the tune of 20 billion euros ($22 billion)
a month, in the hopes of encouraging spending and
investment. But several of the ECB’s 25 governing
council members opposed the asset purchases,
leading to an unprecedented public spat led by crit-
icism from Germany’s Bundesbank central bank
chief Jens Weidmann. One of Lagarde’s first moves
upon arriving in Frankfurt was to take the council on
a retreat to heal the rift - and ECB watchers will be
keen for an update. —AFP

BEIJING: China’s aviation regulator raised “im-
portant concerns” with Boeing Co on the relia-
bility and security of design changes to the
grounded 737 MAX, it said yesterday, but de-
clined to comment on when the plane might fly
again in China. China is reviewing the airworthi-
ness of the plane based on proposed changes to
software and flight control systems according to
a bilateral agreement with the United States,
Civil Aviation Administration of China (CAAC)
spokesman Liu Lusong told reporters at a
monthly briefing.

He reiterated that for the plane to resume
flights in China, it needed to be re-certified, pi-
lots needed comprehensive and effective training
to restore confidence in the model and the
causes of two crashes that killed 346 people
needed to be investigated with effective meas-
ures put in place to prevent another one. China
was the first country to ground the 737 MAX
after the second crash in Ethiopia in March and
had set up a task force to review design changes
to the aircraft that Boeing had submitted.

The US Federal Aviation Administration (FAA)
will not allow the 737 MAX to resume flying be-
fore the end of 2019, its chief, Steve Dickson, said
on Wednesday. Once the FAA approves the rein-
troduction into service, the 737 MAX can oper-
ate in the United States, but individual regulators
could keep the planes grounded in other coun-
tries until they complete their own reviews. 

“Due to the trade war, the jury is still out on
when China would reintroduce the aircraft,” said

Rob Morris, Global Head of Consultancy at As-
cend by Cirium. Chinese airlines had 97 737
MAX jets in operation before the global ground-
ing, the most of any country, according to Cirium
Fleets Analyzer. 

US aviation chief 
Meanwhile, the top US air transport regulator

has doused Boeing’s hopes that its 737 MAX will
return to the skies this year while lawmakers
probed why the agency failed to ground the
plane after the first of two tragic crashes. In an
interview just ahead of a congressional hearing,
Federal Aviation Administration chief Steve
Dickson told CNBC the aircraft will not be
cleared to fly before 2020.

The MAX has been grounded since March
following the second of two crashes that killed a
total of 346 people. The process for approving the
MAX’s return to the skies still has 10 or 11 mile-
stones left to complete, including a certification
flight and a public comment period on pilot train-
ing requirements, the FAA chief said. “If you just
do the math, it’s going to extend into 2020,” he
said. Boeing has been aiming to win regulatory
approval this month, with flights projected to re-
sume in January. But Dickson said, “I’ve made it
very clear Boeing’s plan is not the FAA’s plan.” 

A captured agency?
Many of the questions at the hearing by the

House Transportation Committee focused on
why the FAA did not move more aggressively

after the first crash in October 2018. Boeing and
the FAA have been under intense scrutiny for
their responses to issues with the aircraft, in-
cluding the flight-handling system involved in
both accidents, the Maneuvering Characteristics
Augmentation System, or MCAS. Rather than
grounding the plane after the Lion Air crash, the
FAA did not move until after the Ethiopian Air-
lines tragedy in March.

In the interim, the agency required Boeing
to revise the MCAS flight handling system in a

process overseen by the FAA and issued guide-
lines to flight crews worldwide on how the re-
spond to a problem with MCAS, an automated
system the Lion Air pilots were unable to con-
trol. At Wednesday’s hearing, Representative
Peter DeFazio, an Oregon Democrat leading a
congressional probe, cited an internal FAA risk
analysis that found that without fixes to MCAS,
the MAX could suffer as many as 15 such cat-
astrophic accidents over its decades of ex-
pected use. —Agencies

China raises concerns over 
737 MAX design changes

Reliability and security of design an issue

WASHINGTON: People hold up pictures of the victims of Boeing 737 MAX accidents as Federal Aviation Ad-
ministration Administrator Stephen Dickson testifies before the House Committee on Transportation and In-
frastructure on Capitol Hill in Washington, DC. —AFP

How North American 
trade deal will affect 
labor, environment
NEW YORK: New amendments to the US-Mex-
ico-Canada trade agreement (USMCA) focus
heavily on stronger labor enforcement, outlining a
detailed process to address any allegations that
Mexican factories are violating workers’ rights.
Based on a text released on Wednesday, the fol-
lowing are some of the key changes to the pact
that underpins the $1.2 trillion in regional trade and
is due to replace the 26-year-old North American
Free Trade Agreement. In addition to labor provi-
sions, they include reduced patent protections for
pharmaceuticals and a stricter definition for steel
required in automotive production.

Labor rights
To ensure that Mexico implements higher labor

standards that aim to allow Mexican workers to
unionize and to drive up wages, the deal includes
a new mechanism under which the United States
and Canada can convene panels of international
labor experts to complaints that Mexican factories
are denying the freedom to organize and collec-
tively bargain. The change stops well short of ini-
tial US demands to place foreign inspectors in
Mexican plants.

But if such violations are found and remedial

actions are not taken, it allows the complaining
country to rescind tariff-free access for the of-
fending facility’s products, among other penalties.
The text also creates presumptions that any labor
or environmental violation affects trade and in-
vestment, a legally important distinction that
makes it difficult for an offending country to ignore
such disputes.

Environment
The deal does not include any provisions to

limit climate change, disappointing environmental
groups. But the changes require each of the three
countries to fulfill their obligations under the
1987 Montreal Protocol to eliminate ozone-de-
pleting substances. Mexico is a member, but the
United Nations has cited Mexico for violations as
late as 2008. The text also requires compliance
with international agreements on endangered
species, wetlands, Antarctic marine life, whaling
and tuna fisheries.

Pharmaceuticals
The deal aims to hold down drug prices by lim-

iting some patent protections for pharmaceuticals.
Eliminated from the text is a required 10-year data
exclusivity period for biotech medicines, which US
Democrats feared would prolong higher prices for
some of the priciest drugs. The deal also removes
a provision that would require parties to confirm
patents for new uses of known drugs, combating
a process called “patent evergreening” that blocks
generic competition. —Reuters


