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Fed raises interest rates, citing

ongoing US recovery

REUTERS, Washington

The Federal Reserve hiked interest
rates for the first time in nearly a
decade on Wednesday, signalling
faith that the US economy had largely
overcome the wounds of the 2007-
2009 financial crisis.

The US central bank's policy-
setting committee raised the range of
its benchmark interest rate by a quar-
ter of a percentage point to between
0.25 percent and 0.50 percent, ending
a lengthy debate about whether the
economy was strong enough to with-
stand higher borrowing costs.

"With the economy performing
well and expected to continue to do
so, the committee judges that a mod-
est increase in the federal funds rate is
appropriate," Fed Chair Janet Yellen
said in a press conference after the rate
decision was announced. "The eco-
nomic recovery has clearly come a
long way."

The Fed's policy statement noted
the "considerable improvement” in
the US labour market, where the
unemployment rate has fallen to 5
percent, and said policymakers are
"reasonably confident" inflation will
rise over the medium term to the Fed's
2 percent objective.

The central bank made clear the
rate hike was a tentative beginning to
a "gradual” tightening cycle, and that
in deciding its next move it would
put a premium on monitoring infla-
tion, which remains mired below
target.

“The process is likely to proceed
gradually,” Yellen said, a hint that
further hikes will be slow in coming.

She added that policymakers were
hoping for a slow rise in rates but one
that will keep the Fed ahead of the
curve as the economic recovery con-
tinues. "To keep the economy moving
along the growth path it is on ... we
would like to avoid a situation where
we have left so much (monetary)
accommodation in place for so long
we have to tighten abruptly.”

New economic projections from

REUTERS

US Federal Reserve Chairman Janet Yellen departs at the end of a news
conference to announce raised interest rates in Washington on December 16.

Fed policymakers were largely
unchanged from September, with
unemployment anticipated to fall to
4.7 percent next year and economic
growth hitting 2.4 percent.

The Fed statement and its promise
of a gradual path represented a com-
promise between policymakers who
have been ready to raise rates for
months and those who feel the econ-
omy is still at risk from weak inflation
and slow global growth.

"The Fed is going out of its way to
assure markets that, by embarking on
a 'gradual’ path, this will not be your
traditional interest rate cycle," said
Mohamed El-Erian, chief economic
advisor at Allianz.

Fed officials said they were confi-
dent the situation was ripe for them to
make a historic turn in policy without
much disruption to financial markets,
which had expected the hike this
week.

US stocks rallied on the news, in
part because the Fed made clear it
would proceed slowly with further
tightening. Yields on US Treasuries
rose, while the dollar was largely
unchanged against a basket of curren-
cies. Oil prices fell sharply before

paring losses.

Yellen on Wednesday said the Fed
had no desire to curb consumers from
spending or businesses from invest-
ing. She emphasized that interest
rates remained low even after the rate
hike, near levels economists regard as
appropriate for a recession.

"Policy remains accommodative,"
Yellen said. "The US economy has
shown considerable strength.
Domestic spending has continued to
hold up.”

Fed policymakers' median pro-
jected target interest rate for 2016
remained 1.375 percent, implying
four quarter-point hikes next year.
Based on short-term interest rate
futures markets, traders expect the
nextrate hike in April.

A Dec. 9 Reuters poll showed econ-
omists forecasting the federal funds
rate to be 1.0 percent to 1.25 percent
by the end of 2016 and 2.25 percent
by theend of 2017.

The rate hike sets off an immediate
test of new financial tools designed by
the New York Fed for just this occa-
sion, as well as a likely reshuffling of
global capital as the reality of rising
LIS rates sets in.
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Md Shafquat Hossain, head of retail products and segments at Standard Chartered Bangladesh, and Md Shafiqul

Islam, head of marketing and sales of US-Bangla Airlines, pose at the signing of a memorandum in Dhaka. The airline
will provide special discounts on airfare to the bank's credit and debit cardholders and up to six months' instalments
at zero percent interest on various tour packages to the credit cardholders.

Facebook enters transport business with Uber

BBC NEWS

In Facebook's first foray into the
transportation business, the firm has
agreed to work with Uber to allow
users to hail Uber cabs directly from
the Messenger app. The new service
means Messenger users will be able to
ask for an Uber vehicle without leav-
ing the Facebook software.

Users will not need to download
the Uber app separately. "Uber on
Messenger” began in parts of the US
this week, the two firms said.

The companies announced their
new venture via separate blogs.

Facebook has some 1.5 billion
users globally and Uber is the world's
biggest driver-hailing app in terms of
financing.

If successful, the partnership
between the firms will give Uber access
to many new and potential clients -
Facebook's Messenger app has some
700 million users worldwide.

"With the ability to request, view,
and pay for an Uber ride in Messenger,
taking your next ride is as simple as
sending a message,” Uber said on its
news blog.

"You can request a ride from a car
service without ever needing to down-
load an extra app or leave a conversa-
tion," Facebook explained.

The social media giant said the new
transportation function on its
Messenger app was part of its ongoing
development. "More countries and
other transportation partners will be
available soon," itadded.

Facebook also said the service
would be "super easy”.

"Driver status updates and pay-
ment receipts will get delivered to a
private conversation between you and
Uber,” the firm explained.

"With everything in one place, you
can seamlessly keep track of your ride
and payment history."

Uber and Facebook said they
would offer users their first ride for
free - for a trip worth up to $20
(£13.37). Facebook said the offer
wotuld be in place for a limited time.

In April, the social media giant
removed its instant messaging service
from its main mobile app and said users
would have to download the Messenger
app in order to send and receive mes-
sages on their smartphones.
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| Card Holder Mams

Shahid Hossain, manag-
ing director of
Southeast Bank, and
Syed Mohammad
Kamal, country manager
of MasterCard
Bangladesh, pose at the
launch of the bank's
complete range of credit
cards in Dhaka on
Tuesday.
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