
WELLINGTON:  New Zealand’s central bank 
announced plans to spend NZ$30 billion (US$17.1 
billion) on government bonds yesterday as a way of 
stimulating the virus-hit economy. 

The move comes after the Reserve Bank of New 
Zealand last week slashed its base rate to 0.25 per-
cent and the government unveiled a NZ$12.1 billion 
spending package with a promise of more to come. 

“The negative economic implications of the coron-
avirus outbreak have continued to intensify,” the bank 
said in a statement.  The monetary policy committee 
“agreed that further monetary stimulus is needed to 
meet its inflation and employment objectives.” 

New Zealand has 66 confirmed cases of COVID-

19 and no deaths yet in a population of around five 
million. The economy, heavily reliant on tourism and 
farm exports, is worth about NZ$310 billion a year, 
making the bank’s bond spending spree equivalent 
to almost 10 percent of gross domestic product. 

The bank said global and domestic travel restric-
tions were impacting economic activity, with the 
number of people infected by the virus worldwide 
was rising rapidly. “The program aims to provide 
further support to the economy, build confidence, 
and keep interest rates on government bonds low,” 
it said. The move was announced before the share-
market opened, but initial reaction from analysts 
was positive. “The RBNZ has delivered today with a 
massive quantitative easing program,” ANZ Bank’s 
chief New Zealand economist Sharon Zollner said in 
a note to clients. 

“We are optimistic it will succeed in bringing 
long interest rates back down and facilitating the 
required huge ramp-up in government spending.” 
Finance Minister Grant Robertson said that while 
the central bank acted independently, the govern-

ment supported the purchase program. “We are all 
uniting together-the government, the Reserve Bank, 
private businesses and the retail banks-to cushion 
the impact on New Zealand from this global pan-
demic,” he said. — AFP

TOKYO: SoftBank Group said yester-
day it would sell up to $41 billion in 
assets to finance a stock buyback, 
reduce debts and increase its cash 
reserves after weeks of heavy losses in 
its shares. 

The firm said it would buy back 
$18 billion of its stock, with the 
remaining money to be used on pay-
ing down debt, bond buybacks and 
cash reserves, setting a timetable of a 
year to complete the transactions. 
News of the massive buyback sent 
SoftBank stock limit-up, soaring 18.61 
percent to 3,187 yen in the last hour 
of trade in Tokyo. 

“This program will be the largest 
share buyback and will result in the 
largest increase in cash balance in the 
history of SBG, reflecting the firm and 
unwavering confidence we have in our 
business,” chairman Masayoshi Son 
said in a statement. “This will allow us 
to strengthen our balance sheet while 
significantly reducing debt,” he added, 
saying the assets being sold account 

for “less than 20 percent of the compa-
ny’s current asset value”. 

The firm believes its shares are cur-
rently “substantially undervalued” and 
that the buyback would “further 
strengthen its balance sheet and 
enhance its credit rating.” SoftBank 
has seen its stock sink in recent weeks 
on worries about the liquidity of the 
heavily indebted company, as global 
financial markets are roiled by fears 
about the economic consequences of 
the pandemic. It had already 
announced a massive share buyback 
that prompted S&P Global Ratings to 
cut the firm’s outlook to negative, a 
move some analysts said misinterpret-
ed the company’s health. 

Some said yesterday’s move should 
also be viewed positively. 

“It’s not a bad strategy to use their 
cash for buying back shares when the 
outlook of the market and the economy 
is very uncertain,” Yoshihiro Okumura, 
general manager at Chibagin Asset 
Management, told AFP. “The market 

took the surprise announcement posi-
tively at a time when it’s hard to find 
good investment destinations.” 
SoftBank Group is attempting to 
improve its financial standing after 
booking massive losses related to the 
performance of key investments such 
as WeWork and Uber. 

The company has used its $100 bil-
lion Vision Fund to pour enormous 
resources into the world’s hottest 
start-ups. But Son’s audacious deci-

sion-making approach has faced criti-
cism over his commitment to start-ups 
some say are overvalued and lack clear 
profit models. 

The group last year announced its 
long-mooted Vision Fund 2, again tar-
geting funds of around $100 billion, 
but investors have been slower to com-
mit. In the latest statement, SoftBank 
Group said it will appoint new inde-
pendent board members to improve its 
governance. —AFP 
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WASHINGTON: A trillion-dollar Senate proposal 
to rescue the reeling US economy crashed to defeat 
Sunday after receiving zero support from 
Democrats, and with five Republicans absent from 
the chamber because of virus-related quarantines. 

Democrats said the Republican plan failed to 
sufficiently protect millions of American workers or 
shore up the critically under-equipped health care 
system during the coronavirus crisis. The bill pro-
posed an estimated $1.7 trillion or more in funding 
to cushion the blow for American families and thou-
sands of shuttered or suffering businesses. 

Despite intense negotiations between 
Republicans, Democrats and President Donald 
Trump’s administration, the roll call was 47-47, far 
short of the 60 votes needed to advance. Five 
Republican senators are in self-quarantine and did 
not vote, including Senator Rand Paul, who 
announced Sunday he had tested positive for the 
COVID-19 illness. 

Even as infighting derailed the plan, lawmakers 
carried on with closed-door negotiations deep into 
Sunday hoping to get the package back on track. 
Top Senate Democrat Chuck Schumer and Treasury 
Secretary Steven Mnuchin “are working late into 
the night, and they just had another productive 
meeting,” a Schumer spokesman said. 

The shock Senate result heaps major pressure on 
Congress to overcome divisions and swiftly green-
light a federal government intervention-likely the 
largest of its kind in US history.  

The futures on the main US stock exchange 
indicators were dropping around four percent or 
more, indicating that Wall Street could open 
sharply lower. Hong Kong stocks plunged five per-
cent upon opening. Senate Majority Leader Mitch 
McConnell blasted the Democratic opposition and 
warned of economic devastation ahead if Congress 

does not act promptly. 
“The notion that we have time to play games here 

with the American economy and the American peo-
ple is utterly absurd,” he fumed. “We need to signal 
to the public that we’re ready to get this thing done.” 

He said he wanted lawmakers to recognize “the 
need to act before the markets go down further and 
the American people become even more depressed 
about our lack of ability to come together under the 
most extraordinary circumstances.” 

 
‘Not’ there yet  

Schumer insisted the bill falls well short of suffi-
ciently protecting US employees, millions of whom 
are at risk of losing their jobs as the economy 
grinds to a halt, while offering a “large corporate 
bailout with no protections for workers and virtually 
no oversight.” He accused Republicans of trying to 
“skimp on funding” to address shortfalls for hospi-
tals, equipment, medical personnel and other health 
care infrastructure. Mnuchin, Trump’s key represen-
tative in the negotiation, had expressed hope an 
agreement could be reached Sunday. 

Speaking on Fox News earlier Sunday, he 
detailed a separate massive relief plan by US finan-
cial authorities that “will have up to $4 trillion of liq-
uidity that we can use to support the economy.” 
Together, the urgent measures represented one of 
the most dramatic governmental rescue efforts out-
side wartime, with millions of people thrown out of 
work, thousands of businesses shuttered, travel 
severely curtailed and no certainty as to when 
things might improve. The measures also came as 
the death toll and contagion confirmations contin-
ued to rise-especially in hotspots like New York —  
and several states including California, New York 
and Illinois effectively went into lockdown in a bid 
to halt the virus’s spread. “The worst is yet to 

come,” New York Mayor Bill de Blasio said on 
CNN, predicting hospitals in the city would face 
serious shortages of protective equipment within 
days unless drastic action is taken.   

“We expect April will be a lot worse than March, 
and I fear May could be worse than April,” he said. 

Mnuchin said the congressional rescue would 
give small businesses enough cash to pay laid-off 
workers for two weeks, provide direct cash pay-
ments to Americans-about $3,000 for a family of 
four, he said-and enhance unemployment insurance 
for those laid off.  Democrats have demanded 

stronger worker protections. Schumer has said he 
wants the government to pay full wages for four 
months to workers laid off due to the crisis. 

Trump sounded a note of optimism, even as the 
Senate bill stalled. “I think that the Democrats 
want to get there, and... the Republicans want to 
get there,” he said. The president also said the 
administration was “considering” the prospect of 
US lawmakers being allowed to vote remotely, a 
dramatic departure from current House and 
Senate rules that mandate all votes be conducted 
in person. — AFP

Trillion-dollar economic rescue  
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The Capitol Building in Washington DC. —AFP

LONDON: Recessions often start with a small 
drop in activity which then progressively 
deepens over subsequent months as the sec-
ond and higher-round effects on the economy 
start to occur. 

But the current business cycle downturn 
looks very different. In terms of its scale and 
sudden onset, there is no parallel since the end 
of the Second World War. The initial shock 
from the coronavirus outbreak and the shut-
down of much of the transportation and busi-
ness system is both large and sudden. 

There are no government statistics yet on 
the scale of the current downturn, but taking 
the oil industry as a proxy for economic 
demand, consumption appears to have fallen 
by around 10 million barrels per day, or 10 per-
cent, within the space of a single month. The 
first-round shock to the system is enormous 
even before any second and third-round 
impact on business and consumer spending. In 
1945, demobilization and the conversion from 
wartime to peacetime production caused 
industrial output to drop by 30-35 percent 
progressively over 12 months. 

In the 1974/75 recession, US industrial out-
put fell by around 15 percent over roughly 20 
months, according to data from the Federal 
Reserve. 

In 2008/09, US industrial output declined 
by almost 20 percent from its pre-recession 
peak, but the decline was stretched over a 
period of roughly 18 months. All these magni-
tudes and durations are approximate because 
peaks and troughs in industrial production do 
not correspond precisely with the official busi-
ness cycle dates, which take into account other 
factors as well. 

But the current downturn could easily prove 
the steepest since 1945. In scale and sudden 
onset, it looks more like the dynamics of the 
1930s Depression or the violent business busts 
of the late 19th and early 20th centuries. 

 
Initial shock  

Recessions can be a lot like epidemics in that 
a small initial disturbance-the infection of a sin-
gle patient or failure of a single business/sector-
grows exponentially as it is transmitted through 
the rest of the system. In recent years, econo-
mists have drawn on research from epidemiolo-
gy to understand how a single bank or business 
failure can set off a cascading failure as it 
spreads across the economy. 

The initial infection or business failure may 
be relatively inconsequential; it is the network of 
connections by which it is transmitted across 
the population or the economy that turns an 
isolated problem into a pandemic or recession. 
In the case of the economy, recessions are 
transmitted through real changes in the flow of 
spending and income, namely sales, orders, 
employment, wages and debt payments. But 
transmission can be accelerated by changes in 
the stories individuals and businesses construct 
about the immediate future and the impact on 
their decision-making. — Reuters  

Global economy  
hit by severest  
shock since 1930s

TOKYO: SoftBank Group CEO Masayoshi Son said the massive buyback will help 
strengthen the firm’s balance sheet and reduce debt — AFP

WELLINGTON: An Air New Zealand airplanes wait for 
passengers at Wellington International airport. New 
Zealand’s central bank announced plans to spend NZ$30 
billion (US$17.1 billion) on government bonds yesterday 
as a way of stimulating the virus-hit economy.—AFP
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RIO DE JANEIRO: Brazil’s BNDES national 
development bank on Sunday unveiled a 55 
billion reais ($11 billion) package of measures 
to soften the coronavirus blow to the econo-
my, with a focus on job preservation. The 
measures include suspending direct and indi-
rect loan repayments to the BNDES, transfer-
ring cash to workers’ ‘FGTS’ severance funds, 
and making more resources available for 
micro, small and medium-sized companies. 

“The bank has prepared and adjusted for 
countercyclical action. It is a first step in facing 
this crisis,” said BNDES president Gustavo 

Montezano, in a virtual press conference in 
which President Jair Bolsonaro also participat-
ed. “We are working on sectoral measures too, 
and we will announce them as soon as we 
can,” Montezano added. Bolsonaro said that 
the government’s objective is to preserve jobs, 
and appeared to soften his language on coro-
navirus. After saying recently there was a lot of 
“hysteria” surrounding the pandemic and its 
consequences, he said the disease is “some-
thing that afflicts us” and a cause for concern. 

“I am sure that these (BNDES) measures 
will be particularly felt in the maintenance of 
jobs, which is extremely important. We will 
overcome this coronavirus crisis and keep 
jobs, because life continues,” Bolsonaro said. 
Last week the government unveiled a near-
150 billion reais support package, mostly 
bringing forward social assistance pay-
ments, deferring company taxes, and making 
it easier for people to access workers’ sev-
erance funds. — Reuters

Brazil’s BNDES  
unveils $11bn  
rescue package

SAO PAULO: An electronic board shows the index chart at the Sao Paulo Stock 
Exchange (B3) in Sao Paulo, Brazil. — AFP


