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SYDNEY: Australia’s upper house Senate
passed yesterday A$158 billion ($110 billion)
worth of tax cuts over the next decade, the cen-
terpiece of the conservative government’s plan
to boost an economy that is threatening to stall.
The plan was approved by the lower house of
parliament on Tuesday but the vote was in doubt
in the senate where the governing coalition does
not have a majority. In the end, the main oppo-
sition Labor party backed the legislation on the
grounds that the economy needed immediate
stimulus even though later tax cuts favored
wealthy Australians.

“Low-and middle-income earners will keep
more of what they earn and have more money in
their pockets. This will ultimately boost house-
hold consumption, which will be good for the
overall economy,” Prime Minister Scott Morri-
son said in a statement.

About 10 million middle- and low-income
earners are expected to receive a rebate worth
up to A$1,080 within a week of the bill’s pas-
sage. The tax cuts are welcome relief to Aus-
tralia’s central bank, which has said government

action was needed to boost consumer spending
in order to revive an economy that is growing at
its slowest pace in a decade.

Data from the Australian Bureau of Statis-
tics yesterday showed retail sales rose a
pedestrian 0.1 percent in May after falling 0.1
percent April, and below analysts’ forecast of
a 0.2 percent gain.

Separate data also showed the number of
job vacancies - a leading indicator for labor de-
mand - fell 1.1 percent in the three months to
May from the previous quarter, clocking its first
decline since February 2016. Economists have
estimated the tax breaks would inject about
A$7.5 billion into the economy over 2019/20,
pleasing the RBA.

The central bank cut interest rates on Tues-
day for the second time in two months. The suc-
cessful passage of the tax cuts is also a major
legislative victory for Morrison. The tax plan was
at heart of his re-election campaign and, after
retaining power in May in what he described as
a “miracle”, he said the tax legislation was his
government’s first priority. — Reuters

Tax plan seen as a boost to faltering economy 

Australia senate backs $110bn
tax cut plan to boost economy

France issues first 10-year 
bond at negative rate
PARIS: France issued its first-ever 10-year bond at a negative bor-
rowing rate yesterday, meaning investors pay, rather than receive, in-
terest for the privilege of owning French sovereign debt, said the state
debt management agency, AFT. AFT said in a statement that it issued
9.996 billion euros ($11.3 billion) in long-term bonds, with just under
half-or 4.972 billion euros-in the form of 10-year bonds at a rate of
-0.13 percent.

The agency also issued 2.05 billion euros in 15-year debt with a
coupon of +0.23 percent and 2.974 billion euros in 30-year debt at
+0.8 percent. It is the first time that France, the eurozone’s second-
biggest economy, has issued sovereign debt at a negative rate with a
number of other countries in the currency area-notably Austria, Ger-
many and the Netherlands-already charging investors to buy their
bonds. Official rates in the 19-country eurozone as a whole have been
negative since 2014 when the European Central Bank lowered its key
deposit rate to -0.10 percent. 

The ECB has since cut the deposit rate further, to -0.40 percent. 
But with more easing looking likely after ECB chief Mario Draghi

hinted as much last month, the so-called yields, or investors’ return,
on Europe’s safest bonds are falling. On the secondary markets,
where already issued debt changes hands, the yield on 10-year
French government bonds already drifted into negative territory in
mid-June.  Outside the eurozone, EU members Sweden and Denmark
also have negative interest rates, as does non-member Switzerland.

Financially weaker eurozone members Greece and Italy still have
to pay more than two percent of interest to find buyers for their gov-
ernment bonds. Analysts predict yields in Europe will keep falling as
Draghi’s successor at the helm of the ECB, IMF chief Christine La-
garde, is expected to increase economic stimulus either through rate
cuts or quantitative easing.

But the move to more deeply negative yields raises concerns that
Europe may be following in the footsteps of Japan, which has been
having trouble to revive inflation and growth. — AFP

Ex-British finance 
chief Osborne 
eyes IMF role
LONDON: Former British finance minister George Osborne
is lining up a bid to replace Christine Lagarde as head of
the International Monetary Fund, UK newspapers reported
yesterday.

Making his interest known to friends, Osborne said the job
required a “skilled political communicator and operator... not
a technocrat”, the Financial Times reported. Lagarde, a for-
mer French finance minister, is set to lead the European Cen-
tral Bank, replacing Mario Draghi. 

An opponent of Brexit, Osborne is currently editor of Lon-
don’s Evening Standard newspaper after quitting politics in
the wake of Britain voting in a referendum three years ago to
quit the European Union. Media yesterday said Osborne
would need the support of Britain’s new prime minister to
stand a chance of succeeding Lagarde. The former Conser-
vative MP is backing favourite Boris Johnson to replace

Theresa May as British prime minister. Draghi is meanwhile
seen as a strong candidate to become IMF chief, with the
global-crisis lender having always chosen a European to lead
the Fund since its creation in the aftermath of World War II.

British bookmakers also have outgoing Bank of England
governor Mark Carney, a Canadian-UK national, among their
favorities to succeed Lagarde.  — AFP 

SYDNEY: Australia’s upper house Senate passed yesterday A$158 billion ($110 billion) worth
of tax cuts over the next decade, the centerpiece of the conservative government’s plan to
boost an economy that is threatening to stall. 

Moody’s affirms 
China’s A1 ratings
BEIJING: Ratings agency Moody’s affirmed China’s rating at A1
with a stable outlook yesterday, citing the country’s financial
and policy means to contain any rise in its economy-wide lever-
age and mobilize resources to support its stressed public sector
entities and maintain financial stability.

“... (China’s) large fiscal and foreign exchange reserves and
the government’s control of parts of the economy and financial

system lend effectiveness to measures aimed at stemming fi-
nancial stability risks,” Moody’s said in a statement.

Moody’s also said it expected China’s trade tensions with the
United States to continue and oscillate between more or less
intense phases.  China will not engage in competitive currency
devaluation, its Foreign Ministry said yesterday, a day after US
President Donald Trump renewed his criticism of Beijing’s for-
eign exchange policy. Ministry spokesman Geng Shuang made
the comment at a daily news briefing yesterday, reiterating past
statements from China. In a message on Twitter on Wednesday,
Trump said that China and Europe were “playing (a) big cur-
rency manipulation game and pumping money into their system
in order to compete with USA.”. — Reuters

LONDON: Media said George Osborne would need the support
of Britain’s new prime minister to stand a chance of succeed-
ing Lagarde. — Reuters 


