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UK borrowing exceeds forecasts
REUTERS, London

Britain’s government borrowing in 
the first half of the financial year 
was more than six times higher than 
before the COVID pandemic, official 
figures showed on Wednesday, taking 
public debt to its highest since 1960.

Public borrowing in September alone 
totalled 36.101 billion pounds ($46.90 
billion), above all forecasts in a Reuters 
poll of economists, although August’s 
figure was revised down by more than 
5 billion pounds to 30.113 billion 
pounds. The increased borrowing took 
total public debt further above the 2 
trillion pound mark to 2.060 trillion 
pounds or 103.5 per cent of GDP, its 
highest on this measure since 1960, the 
Office for National Statistics said.

Driven by a surge in coronavirus-
related spending and a fall in tax 
revenue after the biggest economic 
hit since at least the 1920s, borrowing 

from April to September totalled 
208.5 billion pounds, over six times 
more than for the same time in 2019.

Britain’s Office for Budget 
Responsibility predicted in August 
that borrowing would reach a record 
372 billion pounds by the end of this 
financial year, equivalent to 18.9 per 
cent of gross domestic product, the 
most since World War Two.

Borrowing to date is below what 
the OBR pencilled in for this point in 
the tax year, though the ONS data does 
not yet include the cost of defaults 
on government-backed COVID loans 
which the OBR has factored in.

Spending risks rising again in the 
second half of the financial year as 
lockdown restrictions return to much 
of the United Kingdom, pressuring the 
government to offer extra support to 
closed businesses and their workers.

“The OBR’s forecast for public 
borrowing of 372 billion still looks about 

right,” said Samuel Tombs, chief UK 
economist at Pantheon Macroeconomics. 
Ratings agency Moody’s downgraded 
Britain’s sovereign credit rating on Friday 
to the same level as Belgium’s and the 
Czech Republic’s, warning that Britain 
“effectively has no fiscal anchor”.

But financial markets have shrugged 
off rising borrowing, and 10-year 
government borrowing costs of around 
0.2 per cent are only slightly above an 
all-time low struck at the start of the 
pandemic. Economists polled by Reuters 
expect the Bank of England to launch 
a further 100 billion pounds of bond 
purchases next month, adding to the 300 
billion pounds announced since March.

Britain’s government had aimed 
to set out a three-year plan for public 
spending next month, but said on 
Wednesday this would only cover one 
year due to COVID uncertainty, with 
exceptions for schools, healthcare and 
some infrastructure.

Indian economy set for a near double-
digit contraction this fiscal year
REUTERS, Bengaluru

The Indian economy will suffer its 
deepest contraction on record this 
fiscal year and recent government 
stimulus does not go far enough to 
significantly boost activity depressed 
by the coronavirus pandemic, 
according to economists polled by 
Reuters.

With over 7.6 million coronavirus 
infections, India is the second worst 
hit country in the world after the 
United States and the spread shows 
no signs of abating.

While the government has removed 
most restrictions imposed on 
businesses to slow the spread of the 
virus, the Reserve Bank of India issued 
gloomy economic forecasts earlier 
this month but kept interest rates 
unchanged citing rising inflation.

That puts the onus on the 
government, which last week 
announced another round of fiscal 
stimulus to boost demand by $10 
billion.

But the Oct. 13-21 poll of 55 
economists showed they were more 
pessimistic about this fiscal year’s 
outlook than just two months ago.

Nearly 90 per cent of economists, 
34 of 39, who responded to an 
additional question said the latest 
government stimulus was not 
enough to boost the economy 
significantly.

 “While the measures introduced to 
push consumer spending and capital 
expenditure are clearly innovative 
within the confines of fiscal prudence, 

they do little to move the needle 
significantly in terms of the growth 
outlook this (fiscal) year,” said Sakshi 
Gupta, senior economist at HDFC 
Bank.

After shrinking a record 23.9 per 
cent in the April-June quarter, the 
Indian economy was forecast to 
contract 10.4 per cent and 5.0 per 
cent in the third and fourth quarter, 
respectively and merely stabilize in 
the first three months of 2021.

That compares with contractions 
of 8.1 per cent and 1.0 per cent, 
respectively, and 3.0 per cent growth 
forecast in August.

For the current fiscal year ending 
March 31, Asia’s third-largest economy 

was predicted to shrink 9.8 per cent, 
more than the RBI’s latest 9.5 per cent 
projection, and 26 of 55 economists 
saw a contraction of 10 per cent or 
more for the year.

The poll marks the seventh 
consecutive downgrade to this year’s 
outlook and if confirmed, would 
be the weakest annual economic 
performance since records began six 
decades ago.

Although the economy was 
expected to grow 9.0 per cent and 
5.7 per cent next fiscal year and in 
FY 2022-23, respectively, all but one 
of 36 economists with a view said it 
would take at least a year for Indian 
GDP to reach pre-COVID-19 levels.
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Workers stitch garments at a factory of an apparel shop in Jaipur, India on 

October 20.

American 
Airlines posts 
third straight 
quarterly loss
REUTERS

American Airlines Group 
Inc reported a third 
straight quarterly loss on 
Thursday, hurt by a slump 
in travel globally due to the 
COVID-19 pandemic.

The company said its 
third-quarter cash burn rate 
was about $44 million per 
day, compared with about 
$58 million a day in the 
second quarter.

The airline industry, 
hard-hit by the virus 
outbreak has so far failed to 
secure another $25 billion 
bailout to help protect jobs 
and cover payroll costs.

The company posted a 
net loss of $2.40 billion, or 
$4.71 per share, in the third 
quarter ended Sept. 30, 
compared with a profit of 
$425 million, or 96 cents 
per share, a year earlier.

On an adjusted basis, 
the company lost $5.54 
per share. Total operating 
revenue fell to $3.17 
billion from $11.91 billion.

American Airlines ended 
the third quarter with 
$13.6 billion in available 
liquidity.

China’s fiscal 
revenues rise 4.7pc 
in third-quarter
REUTERS, Beijing

China’s fiscal revenues 
grew 4.7 per cent in the 
third quarter from a 
year earlier, reversing a 
7.4 per cent drop in the 
previous quarter, the 
finance ministry said on 
Wednesday, as the country’s 
economic recovery picked 
up pace.

China’s economy in the 
July to September quarter 
expanded by 4.9 per cent 
from a year earlier, weaker 
than analyst expectations 
but faster than the second 
quarter’s 3.2 per cent growth.

For the first nine months 
of the year, fiscal revenues 
fell 6.4 per cent from a year 
earlier to 14.10 trillion yuan 
($2.12 trillion), while fiscal 
expenditures dropped 1.9 
per cent to 17.519 trillion 
yuan, the ministry said.

Liu Jinyun, a finance 
ministry official, told a 
briefing that tax receipts 
could get a boost from 
China’s continued 
economic rebound in the 
fourth quarter.

“The decline in 
accumulative fiscal 
revenues will gradually 
moderate,” he said.

The government is on 
track to cut taxes and fees 
by more than 2.5 trillion 
yuan in 2020, including 
1.88 trillion yuan in the 
first eight months, the 
ministry said.


