
UK finance minister aims to take 
advantage of cheap borrowing
REUTERS, London
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New British finance minister Sajid Javid 
is looking at how best to take advantage 
of record-low borrowing costs when he 
sets out his first budget later this year, 
according to an interview published late 
on Friday.

British government bond yields 
- which determine the cost of new 
borrowing - fell to a record low this week 
on fears of a global economic downturn, 
and Prime Minister Boris Johnson’s 
government has already promised to 
review existing budget rules.

“It is obvious to me that when 
you’ve got some of the lowest rates on 
government debt this country has ever 
seen, I wouldn’t be doing my job if I 
wasn’t thinking seriously about how 
do we use (that opportunity),” Javid, 
who took office last month, said in an 
interview for Saturday’s edition of The 
Times newspaper.

Javid, a former Deutsche Bank 
trader, said he had “concerns” about the 
health of the global economy following 
an inversion of the U.S. and British 
government bond yield curves, which 
some economists see as a signal of 
recession.

Many economists think Britain’s 
economy could contract if Johnson 
follows through on a threat to take 
the country out of the EU without a 
transition deal on Oct. 31 if the EU does 
not reopen negotiations concluded by 
his predecessor.

Javid said a no-deal Brexit would 
“require a significant economic package 
as a response”, including measures to 
boost both demand and the supply 
capacity of the economy, but did not 
give details.

Javid confirmed that he would stick 
to existing budget guidelines, which 
aim to keep annual borrowing under 
2 percent of gross domestic product, 
when he sets out government spending 
plans for the next financial year in the 
“first half” of September.

But there would be a more 

comprehensive review of taxation and 
spending in his first annual budget, 
which he said could still come before 
Britain leaves the European Union on 
Oct. 31. “When we have the budget, I 
will be thinking about whether we need 
to make any changes to the fiscal rules,” 
he said.

The Times said this could enable 
significant further infrastructure 
spending. Javid has already said he will 
respond to a request from a government 
commission for more infrastructure 
spending later this year. Other countries, 
including long-term budget hawks 
such as Germany, are also considering 
loosening the fiscal purse-strings in the 
face of a weaker world economy.

During his campaign to succeed 
Theresa May as Conservative Party 
leader, Johnson said he wanted to raise 
the threshold at which a higher rate of 
income tax is payable to 80,000 pounds 
($97,216) from 50,000 pounds, helping 
the top 10 percent of earners.

Asked about this, Javid said: 

“Generally I want to see lower taxes, 
but at a level that is going to pay for the 
public services,” and added “I’m a low-
tax guy. I want to see simpler taxes.”

Javid also said he would like to 
see one of his predecessors as finance 
minister, George Osborne, succeed 
Christine Lagarde as managing director 
of the International Monetary Fund.

Other European Union leaders and 
Russia have backed Bulgarian World 
Bank chief and former senior EU 
official Kristalina Georgieva to lead the 
Fund, which normally has a European 
as its head. The Times said that Johnson 
wanted U.S. and Chinese backing 
for Osborne, and that Javid pressed 
Osborne’s case when he met U.S. 
National Security Advisor John Bolton 
in London on Tuesday.

“There’s a number of discussions 
going on, and I think that George 
(Osborne) would make an excellent, 
absolutely superb head of the IMF. But 
as you’ll know these processes are never 
straightforward,” Javid said.  
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Md Nazmul Hassan, chairman of Islami Bank Bangladesh, speaks at a conference on its “Rural Development 

Scheme” in Cox’s Bazar recently. Md Mahbub ul Alam, CEO, was present. 

Easy credit poses tough challenge 
for Russian economy
AFP, Moscow
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New machines popping up in Russian 
shopping centres seem innocuous enough -- 
users insert their passport and receive a small 
loan in a matter of minutes.

But the devices, which dispense credit in 
Saint Petersburg malls at a sky-high annual 
rate of 365 percent, are another sign of a 
credit boom that has authorities worried.

Russians, who have seen their purchasing 
power decline in recent years, are borrowing 
more and more to buy goods or simply to 
make ends meet.

The level of loans has grown so much 
in the last 18 months that the economy 
minister warned it could contribute to 
another recession. But it’s a sensitive topic. 
Limiting credit would deprive households of 
financing that is sometimes vital, and could 
hobble already stagnant growth.

The Russian economy was badly hit 
in 2014 by falling oil prices and Western 
sanctions over Moscow’s role in Ukraine, and 
it has yet to fully recover. “Tightening lending 
conditions could immediately damage 
growth,” Natalia Orlova, chief economist at 
Alfa Bank, told AFP. 

“Continuing retail loan growth is currently 
the main supporting factor,” she noted.

But  “the situation could blow up in 2021,” 
Economy Minister Maxim Oreshkin warned 
in a recent interview with the Ekho Moskvy 
radio station. He said measures were being 
prepared to help indebted Russians.

According to Oreshkin, consumer credit’s 
share of household debt increased by 25 
percent last year and now represents 1.8 
trillion rubles, around $27.5 billion.

For a third of indebted households, he 
said, credit reimbursement eats up 60 percent 
of their monthly income, pushing many to 

take out new loans to repay old ones.
Alfa Bank’s Orlova said other countries in 

the region, for example in Eastern Europe, 
had even higher levels of overall consumer 
debt as a percentage of national output or 
GDP. But Russian debt is  “not spread equally, 
it is mainly held by lower income classes,” 
which are less likely to repay, she said.

- ‘People don’t have money’ - The situation 
has led to friction between the government 
and the central bank, with ministers like 
Oreshkin criticising it for not doing enough 
to restrict loans.

Meanwhile, economic growth slowed 
sharply early this year following recoveries in 
2017 and 2018, with an increase of just 0.7 
percent in the first half of 2019 from the same 
period a year earlier.

That was far from the 4.0 percent annual 
target set by President Vladimir Putin -- a 
difficult objective while the country is subject 
to Western sanctions. With 19 million people 
living below the poverty line, Russia is in dire 
need of development.

“The problem is that people don’t have 
money,” Andrei Kolesnikov of the Carnegie 
Centre in Moscow wrote recently.

“This is why we can physically feel the 
trepidation of the financial and economic 
authorities,” he added.

Kolesnikov described the government’s 
economic policy as something that  
“essentially boils down to collecting 
additional cash from the population and 
spending it on goals indicated by the state.” 
At the beginning of his fourth presidential 
term in 2018, Putin unveiled ambitious  
“national projects.” The cost of those projects 
-- which fall into 12 categories that range 
from health to infrastructure -- is estimated at 
$400 billion by 2024, of which $115 billion 
is to come from private investment.
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UK finance minister Sajid Javid vistis the National Grid Training Centre near 

Newark, Britain.

SoftBank to  
lend employees 
$20b to invest  
in new fund
REUTERS
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Japan’s SoftBank Group 
Corp is planning to lend 
up to $20 billion to its 
employees, including Chief 
Executive Masayoshi Son, 
to buy stakes in its second 
Vision Fund, the Wall 
Street Journal reported on 
Saturday, citing people 
familiar with the matter.

Son himself may account 
for over half of that amount, 
the Journal reported, adding 
that executives feel that such 
a step will make employees 
more accountable as the 
investments of the fund can 
be canceled if a manager 
leaves or is found to have 
engaged in a “reckless deal”.

The loans are likely to 
have an interest rate of 
about 5 percent, the WSJ 
said, citing a source.

The government of 
Kazakhstan, an investor in 
the fund, is expected to make 
a contribution of about $3 
billion while banks such as 
Goldman Sachs Group Inc, 
Britain’s Standard Chartered 
PLC and Japan’s Mitsubishi 
UFJ Financial Group Inc 
have also indicated they 
are willing to invest several 
hundred million dollars 
each, according to the report.


