
WASHINGTON:  The Federal Reserve has been
too cautious in its recent policy shift allowing higher
prices to boost employment, one US central banker
said Friday, warning against heeding “ghost stories”
about inflation.

As the United States faces the world’s worst
COVID-19 outbreak and is approaching 200,000
deaths, tens of millions of workers still have not
returned to their jobs and the unemployment rate,
though down from its peak, is at 8.4 percent, more
than double the pre-pandemic level.

The Fed on Friday released a survey showing only
30 percent of workers who were laid off early in the
crisis have returned to work, while 22 percent do not
expect to return to their jobs. Neel Kashkari, presi-
dent of the Fed’s Minneapolis branch, dissented from
the Fed’s decision Wednesday, which pledged to
allow inflation to rise above 2 percent “for some
time” to achieve the central bank’s goal of maximum
employment.

The statement reflects the policy shift first
announced by Fed Chair Jerome Powell in August,
but Kashkari said the Fed should have made a
“stronger commitment to not raising rates until we
were certain to have achieved” the full employment
objective. He stressed that economists and central
bankers have long been proven wrong in their con-
cerns about the threat of low joblessness sparking
higher prices. And if the new policy had been in
place in 2012, the Fed would have delayed increasing
the benchmark lending rate by at least a year and
allowed even greater employment gains, he said.

Official payroll data show only half of the more
than 22 million workers who lost jobs in March and
April have returned to work. The Fed’s household

survey released Friday showed the greatest share of
layoffs during the pandemic hit families earning less
than $40,000 a year, at 28 percent, while half of all
people laid off were either Black or Hispanic.

But the data also showed that families felt better
about their economic situation due to government
support programs, and 70 percent would be able to
face a $400 emergency expense, an improvement
from October.

US inflation ghost 
During the recovery from the global financial

crisis over the past decade, US inflation rarely hit 2

percent and then only briefly as unemployment
continued to fall, reaching a historically low 3.5
percent prior to the COVID-19 pandemic. The Fed’s
preferred inflation index, personal consumption
expenditures, was up 1.0 percent for the year end-
ed in July.

While central banks generally worry about
uncontrolled price increases, low inflation is a con-
cern as well since it can cause a downward cycle

that is hard to counteract. Many central bankers
believed that “once inflation started climbing, it
might accelerate, requiring a very strong policy
response to control it,” Kashkari said. He referred to
such theories as “ghost stories, because there was
no evidence they were true but they also couldn’t be
ruled out.”

The Fed has tools to address rising inflation, but
little in its arsenal to counteract the current cycle of
low inflation, he said. “Persistent low inflation is pos-

ing challenges to advanced economies around the
world,” and if the new policy helps to generate high-
er inflation that led to a rate hike “I think we would
consider that a high-class problem,” Kashkari said.

Kashkari was one of two members of the Fed’s
policy committee to dissent from the vote
Wednesday. The other, Dallas Federal Reserve Bank
President Robert Kaplan, has not issued a statement
explaining his decision, but indicated he wanted
greater “flexibility” in the policy. — AFP
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US Fed official warns against 
‘ghost stories’ about inflation

Only 30% of laid off workers have returned to work: Survey

NEW YORK: In this file photo, FOX Business Network’s Maria Bartiromo (left) interviews Minneapolis
Federal Reserve president Neel Kashkari at FOX Studios in New York City. Kashkari said on Friday, the
Federal Reserve has been too cautious in its recent policy shift allowing higher prices to boost employ-
ment, and warned against heeding “ghost stories” about inflation.  — AFP
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Indonesia and US 
ink infrastructure 
finance agreement
JAKARTA: Indonesia has signed an agree-
ment with the United States to strengthen
infrastructure financing through private sec-
tor investment, Indonesia’s Finance Ministry
and the US Treasury Department said on
Friday. USTreasury Secretary Steven
Mnuchin signed the agreement with
Indonesia’s Finance Minister Sri Mulyani
Indrawati remotely on Friday, according to a
statement posted on the US Treasury
Department’s website.

Rahayu Puspasar i , spokeswoman for
Indonesia’s Finance Ministry, said in a sepa-
rate statement that the agreement would
bolster the development of capital markets
and financial instruments to “facilitate and
reduce the barriers to private sector invest-
ment in infrastructure.” Puspasari added that
the agreement would help improve asset
recycling capacity, impact assessment for
the f inancing already given, and credit
enhancement.

“The engagement supports the broader
US Government Indo-Pacific Strategy by
complementing ongoing efforts under the
Enhancing Development and Growth
through Energy (Asia EDGE) and the
Infrastructure Transaction and Assistance
Network (ITAN),” said the US Treasury
Department. — Reuters

LSE picks Euronext 
as favored bidder 
for Borsa Italiana
LONDON/MILAN/PARIS: London Stock
Exchange entered exclusive talks to sell Borsa
Italiana to Euronext on Friday, with the French
operator seeing off Deutsche Boerse and
Switzerland’s Six as it bids to add another bourse to
its pan-European network.

Dubbed “Project Botticelli”, the LSE’s sale of the
Milan stock exchange is sensitive in Rome due to
concerns about who takes control of its bond plat-
form, which handles trading of Italy’s 2.6 trillion
euros ($3.1 trillion) of government debt. The LSE is
selling Borsa as part of regulatory remedies to see
through its $27 billion purchase of data provider
Refinitiv, which is 45 percent owned by Thomson
Reuters , parent company of Reuters News.

It was not immediately clear what Euronext had
offered to gain exclusive talks, but investors wel-
comed the move and its shares were up 5 percent at
0946 GMT. LSE stock was up 0.7 percent.

Offers for Borsa valued it at up to 4 billion
euros, sources said before the LSE board
reviewed the bids on Thursday. Chief Executive
Stephane Boujnah declined to comment on the
value of Euronext’s bid, but told Reuters that

price was one of several elements LSE had taken
into consideration.

Boujnah said Euronext had always considered
Borsa “a natural fit” and contacts had accelerated
since July after years of informal discussions with all
relevant stakeholders.

“It’s a natural enlargement of Euronext within a
framework that already existed, clearly with an
unprecedented size. It’s the first time we’re welcom-
ing within Euronext a G7 economy, the third econo-
my of the European continent with everything that
is related to that,” Boujnah added. Euronext had
moved to win round both the LSE and Rome by
teaming up with Italy’s state investor Cassa
Depositi e Prestiti and Italian bank Intesa Sanpaolo
in order to gain Italy’s buy-in.

Both CDP and Intesa will become shareholders
in the French exchange operator, if the bid for
Borsa succeeds, by subscribing to a proposed
capital increase.

‘Italian ecosystem’
Under the proposed deal, CDP would have a seat

on Euronext’s supervisory board, with a second
Italian candidate proposed as an independent
board member who would become chairman, in a
nod to how Milan would be the largest contributor
to Euronext revenue at roughly 35 percent of a
combined group. Borsa would join exchanges under
the Euronext banner that span Dublin and Oslo to
Brussels, Amsterdam and Paris, and add significant
bond trading, clearing and settlement capacity.

“Key businesses and central functions of the new
group would be based in Milan and Rome,”
Euronext said. The deal would give Euronext much-
needed scale, ownership of a clearing house with
critical mass, and scope to scale the business inter-
nationally, analysts at Jefferies said.

It would also bring Milan under euro zone own-
ership after Britain left the EU, a move likely to
please Brussels policymakers who want to buttress
the bloc’s capital market. —Reuters

LONDON: Commuters walk past the London Stock
Exchange in the City of London. The London Stock
Exchange Group said on Friday that it has entered
“exclusive” talks to sell Milan’s Borsa Italiana to pan-
European stock market operator Euronext. — AFP

Tech savvy, flexible 
workers boost 
Nordic economies 
STOCKHOLM: Helen Balfors, a project
leader at Norwegian conglomerate Orkla, has
been working from home for longer than most
of her colleagues after returning from a skiing
trip to Italy in February as the new coronavirus
took hold in Europe.

The mother of three said that while the
company had always encouraged a good
work-life balance, some managers had
required their employees to be in the office
before the pandemic hit. “But now they realize
it works just as well to be at home,” she said. “I
just needed an extra screen and an extra key-
board from the office, which I got in a couple
of days.” Well-developed digital infrastructure
has helped the Nordic economies weather the
pandemic better than most of Europe.

Britain’s economy contracted by around a
fifth in the second quarter, Spain registered an
18.5 percent drop, while the euro zone econo-
my as a whole shrank 11.8 percent.

In contrast, Finland’s GDP fell just 4.5 per-

cent although Sweden and Norway saw larger
hits of 8.3 percent and 6.3 percent respective-
ly. “Better digital infrastructure means we were
quicker at being able to work from home. The
infrastructure is there and we are used to using
it,” said Robert Bergqvist, chief economist at
Swedish bank SEB. “That has helped hold up
production and consumption.”

Denmark, Sweden, Finland and the
Netherlands had the most advanced digital
economies in the EU in 2018, a research paper
from the European Commission showed, based
on connectivity, human capital, internet use
and extent of e-commerce.

Flexibility
The Nordics - home to telecoms infra-

structure firms Ericsson and Nokia - topped
the EU table for home-working even before
the pandemic. Sweden, in first place, had just
under a third of workers working from home,
at least occasionally, in 2019, according to
the European Foundation for the
Improvement of Living and Working
Conditions (Eurofound), an EU agency. The
EU average was around 10 percent.

Long-term flexible employment practices,
such as allowing parents to stay home with
sick children and an emphasis on a healthy
work-life balance have encouraged remote
working. — Reuters

LONDON:  As cash declines in day-to-day transac-
tions, Britain’s National Audit Office has uncovered a
mystery: the number of pound notes in circulation has
soared, so who is holding around 50 billion pounds
($65 billion) in cash?

In July 2020, the number of notes in circulation
reached a record high of 4.4 billion, with a monetary
value of 76.5 billion pounds, up from 24 billion
pounds in 2000. But the National Audit Office said
the Bank of England in 2018 estimated only about 20
percent-24 percent of the value of notes in circulation
were being used or held for cash transactions, with
UK households holding a further 5 percent as savings.

“Little is known about the remainder, worth
approximately 50 billion pounds,” The National Audit
Office, Britain’s independent public spending watch-
dog, said in a report. “Possible explanations include
holdings overseas for transactions or savings and
possibly holdings in the UK of unreported domestic
savings or for use in the shadow economy.”

The Audit Office said the Bank of England and oth-
er institutions should improve their understanding of
why demand for cash has increased. The Bank of
England declined to comment. — Reuters

EU looks to fast 5G, 
supercomputers 
to boost economy
BRUSSELS: The European Commission on
Friday urged the 27-country bloc to work togeth-
er to speed up the rollout of fiber and 5G net-
works to boost the region’s virus-hit economy and
secure its technology autonomy. EU countries
should develop a best practices toolbox by March
30 with the aim of cutting cost and red tape, pro-
vide timely access to 5G radio spectrum and allow
for more cross-border coordination for radio
spectrum for 5G services, the EU executive said.

The coronavirus outbreak showed how impor-
tant internet services and 5G are, European digi-
tal chief Margrethe Vestager said. “We have seen
the current crisis highlight the importance of
access to very high-speed internet for businesses,
public services and citizens, but also to accelerate
the pace towards 5G,” she said in a statement.
“We must therefore work together towards fast
network rollout without any further delays.”

The Commission also proposed a recommen-
dation to boost research and activities to develop
new supercomputing technologies. “Keeping up in
the international technological race is a priority,
and Europe has both the know-how and the polit-
ical will to play a leading role,” Internal Market
Commissioner Thierry Breton said in a statement.

The Commission is investing 8 billion euros
($9.46 billion)in the next generation of super-
computers.— Reuters

HELSINKI: Well-developed digital infrastructure has helped the Nordic economies weather the
pandemic better than most of Europe.

$65bn cash mystery 
puzzles Britain’s 
audit office

The notes are not being used for transactions or identi-
fied as savings


