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NCC BANK
Abdus Salam, chairman of NCC Bank; ASM Mainuddin Monem, vice chairman, and Golam Hafiz Ahmed, managing
director, attend the annual business conference of the bank at Sreemangal.

Rupee to weaken to record

German
industrial
output falls

low over the coming
year - Reuters poll

REUTERS, Bengaluru

India's rupee will reverse recent gains and
sink to a record low in the coming year on
expectations for a rise in the dollar even
though US President Donald Trump has
made clear his dislike of a strong cur-
rency, a Reuters poll found.

The rupee has appreciated more than
1 percent so far this year, with most of
those gains coming toward the end of
January on hopes for fiscal stimulus in
the government's Feb 1 budget presenta-
tion.

A subdued dollar also helped the
rupee regain some ground after weaken-
ing over 2 percentin 2016.

Still, the latest poll of more than 30
foreign exchange strategists taken over
the past week showed the rupee weaken-
ing to 68.00 per dollar by the end of the
month from 67.17 it was trading on
Monday:.

The currency is expected to weaken to
69.50 a dollar in 12 months, which
would be a record low for the currency.

The consensus forecasts were largely
unchanged compared with last month's

poll, suggesting any gains made will only
be temporary.

"Whatever we are seeing is a knee-jerk
reaction to Trump's statements, but once
things settle and are a little more action-
able, the trend for dollar index strength
would resume once again," said Navneet
Damani at Motilal Oswal Commodities.

"We have seen the dollar index appre-
ciating wvery sharply but nothing has
happened on the USD/INR front. Going
forward, some bit of depreciation would
be required to be competitive in terms of
trade. So a natural depreciation would be
something the government will not
mind at the moment.”

Though Finance Minister Arun Jaitley
acknowledged demonetisation will hurt
growth, he made few concessions in the
latest budget and instead targeted a fiscal
deficit of 3.2 percent for 2017-18.

While the rupee has gained nearly 0.5
percent since then, continued capital
outflows may weigh.

Expectations for the Reserve Bank of
India to ease policy as early as Feb. 8 and
a further cut later in the year are also set to
keep downward pressure on the rupee.

AFP, Frankfurt Am Main

Industrial production in

Germany slid in December,
official data showed
Tuesday, clouding an other-
wise bright picture painted
by economic indicators in
Europe's largest economy.

The monthly survey
showed production down
by 3.0 percent in the final
month of 2016, federal
statistics office Destatis
reported.

Almost every area sur-
veyed by Destatis showed
production falling in
December, with industry
down 3.4 percent, construc-
tion down 1.7 percent and
energy down 0.9 percent.

Among industrial firms,
capital goods makers suf-
fered the worst fall, at 5.4
percent, while consumer
goods producers dropped
by 3.1 percent.

December's fall cancels
out two preceding months
of modest gains, as
October and November
both saw production add
0.5 percent.
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Quazi Osman Ali, additional managing director of First Security Islami Bank, poses with the participantis of a
three-day training organised by the bank at the bank's regional training institute in Chittagong on February 5.

China forex
reserves fall
below $3tn
threshold

AFP, Beijing

China's foreign exchange

reserves have fallen below $3
trillion for the first time in six
years, the central bank
announced Tuesday, crossing
a symbolic threshold as
authorities seek to stem capi-
tal flight out of the country.

Slowing growth in the
world's second-largest economy
and a weakening yuan have in
recent months led investors to
move huge sums offshore in
search of better returns.

But authorities' efforts to
put the brakes on capital
outflows by propping up the
value of the yuan, which is
facing downward pressure
from a strong dollar, have
rapidly drained reserves.

China could also face more
pressure if new LIS President
Donald Trump follows
through on pledges to take
protectionist moves or stimu-
late the American economy,
which are likely to further lift
the greenback.

IMF board says Greece
needs further debt relief

AFP, Washington

The International Monetary Fund's
board agreed late Monday that Greece
likely will need further debt relief, but
there remains a split over the appropri-
ate goal for the country's finances.

The board met to discuss the long-
overdue review of the Greek economy,
as well as a report that describes the
country's debt as becoming "explosive”
in the long run.

The IMF said most of its board mem-
bers agreed that "despite Greece's enor-
mous sacrifices and European partners'
generous support, further relief may
well be required to restore debt
sustainability.”

That debt relief must be accompa-
nied, however, by "strong policy imple-
mentation to restore growth and
sustainability,” it said.

There has long been a split between the
IMF and Europe due to the demand by the
eurozone that Greece deliver a primary
balance, or budget surplus before debt
repayments, of 3.5 percent of GDP, far in
excess of the 1.5 percent the IMF says is
feasible. This dispute -- which is holding
up further IMF financing -- was evident in
the board discussion Monday.

"Most Directors agreed that Greece
does not require further fiscal consoli-

dation at this time," since the country
already is expected to hit the 1.5 percent
target. However, "some Directors
favored a surplus of 3-1/2 percent of
GDPby 2018," the statement said.

The IMF does not identify the board
members in its statement, but also
noted that the directors "stressed the
need" to have "realistic assumptions
about Greece's ability to generate sus-
tained surpluses and long term
growth,” an issue at the heart of the
fund's dispute with the eurozone.

Months of bickering have delayed
progress on Greece's 806-billion-euro
($92.4 billion) bailout program agreed
in 2015. While the IMF board did not
discuss the loan program, the board mem-
bers representing the 189 IMF member
countries agreed in urging Greece to speed
up implementation of reforms -- espe-
cially improving tax collection -- to get the
economy back on sound footing.

The IMF board also reviewed the
Debt Sustainability Analysis -- which
was not released publicly but was
obtained by AFP -- and warns that
"Greece's debt is highly unsustainable”
and "will become explosive in the long
run,” as the government will have to
replace highly subsidized official
financing with market financing at
much higher rates.
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