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LONDON: A container ship is unloaded at the Port of Immingham operated by Associated British Ports (ABP) on the south bank of the Humber Estuary, eastern England. Maritime freight volumes have dropped in the last
year due to protectionism and the weakening of international commerce. — AFP
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WASHINGTON/LONDON: Credit ratings agency
Moody’s on Friday downgraded the outlook for
Britain’s debt, citing mounting policy challenges amid
the Brexit debate. The agency cut the outlook to nega-
tive from stable but kept the debt at the investment
grade Aa2. The ratings agency Fitch had similarly put
Britain on “negative watch” in February. Pointing to
“paralysis that has characterized the Brexit-era policy-
making process,” Moody’s said London has “struggled
to cope with the magnitude of policy challenges that
they currently face.”

In addition, Britain’s “economic and fiscal strength
are likely to be weaker going forward and more sus-
ceptible to shocks than previously assumed,” Moody’s
said in a statement.

Britons voted by 52 percent to leave the European
Union in a 2016 referendum, but MPs have been divid-
ed over how, when and even if that result should be
delivered. The political wrangling has forced two suc-
cessive Conservative governments to ask the European
Union to delay Brexit three times this year. It is now set
for January 31. Current Tory Prime Minister Boris

Johnson hopes the snap election next month will give
him a majority in the House of Commons to allow him to
ratify his exit terms and finally leave the EU. “Over the
longer term, institutional weakening may also impact
the UK’s economic strength, through its effect on the
investment climate and on the UK’s attractiveness to
skilled and unskilled foreign labor,” Moody’s said.

“In recent years, we have already seen the nega-
tive impact this can have, and Moody’s expects this
negative influence will likely endure as the exit
process continues and uncertainties persist during
the subsequent phase of trade negotiations with the
EU and with other nations.”

Britain remains highly indebted and this was unlikely
to change in the next three to four years, according to
Moody’s. In a toughly worded statement, Moody’s said
the fissures in Britain’s society and politics exposed by
its still-unresolved decision to leave the European
Union would be long-lasting. “It would be optimistic to
assume that the previously cohesive, predictable
approach to legislation and policymaking in the UK will
return once Brexit is no longer a contentious issue,

however that is achieved,” the ratings agency said.
Moody’s said Britain’s 1.8 trillion pounds ($2.30 tril-

lion) of public debt - more than 80 percent of annual
economic output - risked rising again and the economy
could be “more susceptible to shocks than previously
assumed.” Both of the main political parties have prom-
ised big spending increases ahead of next month’s elec-
tion. “In the current political climate, Moody’s sees no
meaningful pressure for debt-reducing fiscal policies,”
the ratings agency said.

Prime Minister Boris Johnson called the Dec. 12
election in an attempt to break the deadlock over how,
and even if, the country should leave the EU, more than
three years after the Brexit referendum.

Moody’s said the “increasing inertia and, at times,
paralysis that has characterized the Brexit-era policy-
making process” showed how the UK’s institutional
framework has diminished. Even once Britain was out
of the EU, uncertainty would remain because of the
“significant challenges” of reaching a future trade
deal with the bloc, it said. Any signs that Britain was
unable to replicate the benefits of EU membership

with trade deals in Europe and beyond would also be
negative for the rating.

Moody’s, which stripped the country of its AAA rat-
ing in 2013 and downgraded it again in 2017, said it was
lowering the outlook on Britain’s current Aa2 rating to
negative from stable, meaning the rating could be cut
again. At Aa2, Britain is on the same level as France but
below Germany’s AAA rating by Moody’s.

Moody’s said the government, after reducing a
budget deficit which leapt to 10 percent of GDP in
2010, had been increasingly willing to “move the goal-
posts” on making further progress.

“Successive governments have announced large,
permanent increases in public expenditures, most
notably a large increase in spending on the National
Health Service, outside the normal calendar for fiscal
policy changes and without detailed policy plans,” it
said. Last month, ratings agency Standard & Poor’s
said it would cut Britain’s AA credit rating if the
country leaves the EU without a deal, and it, too,
warned that Brexit indecision was causing govern-
ment paralysis. — Agencies 

Spending plans, Brexit paralysis put Britain’s rating at risk 
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Americans have 
more debt, need 
family help to 
buy homes
WASHINGTON:  Americans are waiting
longer to buy their first homes, have more
debt and more often need family help to
make the purchase amid a supply crunch
that is pushing up prices, according to a
new data released Friday. But African
Americans and Hispanics continue to make
up a very small share of homebuyers in the
United States, far below their share of the
population, according to National
Association of Realtors report.

While low interest rates have made
mortgages more accessible, and historically
low unemployment means more Americans
have a steady paycheck, the influx of buy-
ers combined with a shortage of workers
means homebuilders have not been able to
keep up with demand.

The report shows the median sales price

in September was up to $272,100 com-
pared to $259,300 for all of 2018 and
$197,100 five years earlier. NAR has long
highlighted the shortage of homes on the
market but the report puts the implications
of that problem in stark relief.

African Americans comprise just four
percent of homebuyers, despite making up
13 percent of the US population, the report
said.  Hispanics make up seven percent,
while they are 18 percent of the population.
“There’s no way to sugarcoat how low the
Hispanic and African American homebuyers
(rate) has been and... how far it’s fallen from
before the recession to today,” said Jessica
Lautz, NAR’s vice president of demograph-
ics and behavioral insights.

With homeownership for blacks in par-
ticular at historic lows, this has “very large
implications for their ability... to build
wealth and to be able to build a nest egg,”
Lautz told AFP. She notes research showing
minorities are less likely to apply for a loan,
more likely to be denied for mortgages and
less likely to have family help, “which is a
key down payment source for first time
homebuyers today.”

Homes in short supply 
One third of first-time homebuyers have

family help for their down payment, either
through a gift or a loan, she said.  At the
same time, African American first-time
homeowners “have significantly more stu-
dent loan debt than white homebuyers do...
which is in a significant hurdle, holding
back many potential buyers.”

The report showed 39 percent of first-
time buyers had student loan debt, a medi-
an amount of $30,000. NAR Chief
Economist Lawrence Yun stressed that the
housing shortage is a key factor driving the
problems with affordability. Since many
first time buyers need family help “what
does that mean for American families that
don’t have deep pockets,” he told
reporters.

Yun said he expects home building to
accelerate modestly in 2020, which will
“open up a chain reaction in existing home
sales.” He predicted a four percent uptick
in home sales next year.

The report also showed that more buy-
ers are waiting longer before buying their
first home-the median age hit 33 for the
first time-and an increasing number are
joining forces with friends rather than part-
ners or spouses in order to be able to
afford a place in their desired location, the
report showed. There is “a growing share

of people who are embracing homeowner-
ship through unique means, purchasing
with a non-romantic partner,” Lautz said.

About one in 10 home buyers purchased
a multigenerational home, to take care of
aging parents, because of adult children

returned home, and for cost-savings, the
report showed.

First-time homebuyers held steady at 33
percent of all buyers, a measure that for
the past eight years has been below the
historic norm of 40 percent. — AFP 

In this file photo, a for sale sign stands before a property for sale in Monterey
Park, California. —AFP


