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Swiss spooked by using
debt to prop up economy

AFP, Zurich

Germany, which is known for strict
budgets, has tapped debt markets
to prop up its virus-hit economy,
while neighbouring Switzerland
has consistently curbed borrowing
despite calls to change course.
With Swiss firms struggling
through another lockdown, the
federal government last week
finally loosened its purse strings a
bit, doubling emergency aid to 10
billion Swiss francs ($11.2 billion,
9.3 billion euros) as part of a
programme to boost the economy.
But when he presented the
package for companies worst hit
by the latest Covid restrictions,
Finance Minister Ueli Maurer again

($17.6 billion, 14.5 billion euros).

Some have called for Switzerland
to put balanced budget dogma
aside during the crisis, to protect
against potential long-term
economic damage. “Switzerland
could be much more generous,”
said Michael Graff, an economics
professor at ETH Zurich, a public
research university.

He believes the country could
borrow what it needed to boost
business  activity = without a
problem. A study published by
Graff in January argued the nation’s
post-crisis finances would remain
healthy even if borrowing rose,
primarily because the country
entered the pandemic with one of
the world’s lowest debt ratios.

National debt stood at 25.8
percent of gross domestic product
(GDP) at the end of 2019.That was
less than half the European Union's
widely breached target of 60 per
cent.

According to Graff, if the Swiss
debt ratio rose by 10 percentage
points, or even 20, and “if things
take a turn much worse than
expected” the country would still
be at a level that is “extremely
low, compared to other nations,
once the crisis is overcome”If

Switzerland is in some ways a very
liberal nation, Graff pointed to a
“public debt phobia” which he said
was a cultural trait.

After debt soared at the end of
the 1990s owing to a crushing real-

estate crisis, Switzerland became
a champion of fiscal rectitude,
introducing a debt brake into its
constitution in 2003.

“This fear of going into debt
is something irrational,” argued
CedricTille, an economics professor
at Geneva's Graduate Institute of
International and Development
Studies.

This is especially so, he said,
because  Switzerland  currently
benefits from negative interest
rates, which means investors are
willing to lose money to own Swiss
10-year bonds.

Former Swiss central bank vice
president Jean-Pierre Danthine
believes the country’s debt brake
rule should be suspended when

lamented that Switzerland had to
borrow to boost the economy.

Some 10 billion francs in debt
will have to be paid off within six
years according to a constitutional
debt brake rule, Maurer warned.

He promised to present various
options to do so as soon as the
economic outlook cleared a bit.
Despite mounting criticism that the
wealthy Alpine nation isn’t doing
enough to support companies,
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Maurer has repeated time and again

that the Swiss government has “no

money”.
The government is already
borrowing  “150 million francs

a day, or six million per hour,
or 100,000 a minute,” he notes.
In 2020, Switzerland’s federal
government spent 15 billion francs
($16.7 billion, 13.8 billion euros)
to support the economy, and
preliminary data shows it ended the
year with a deficit of 15.8 billion

People line outside a supermarket during the coronavirus disease
outbreak in Geneva, Switzerland.

the economy is facing a crisis.
With negative rates, Switzerland
can borrow “all it needs for its
economy”’, he said in a recent
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interview with Leman Bleu
television.

The country did not suffer
as badly as some European

neighbours during the first wave
of the pandemic moreover, and its
economy has fared better. It was
able to ease restrictions faster and
count on strong pharmaceutical
expoTrts.

The Swiss government rapidly
implemented economic support
measures and allocated 70 billion
francs ($78 billion, 64 billion euros)
to finance partial unemployment
benefits for workers and short-term
business loans.

After falling by 8.6 per cent in
the first half of the year, Swiss GDP
rebounded with a 7.2-per cent gain
in the third quarter.
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Former Bank of England Governor Carney joins
board of digital payments company Stripe

REUTERS

company said on Sunday, confirming a report by

Mark Carney, former head of the UK and
Canadian central banks, has joined the board
of US digital payments company Stripe Inc, days
after the company was reported to be planning
a primary funding round valuing it at over $100

billion.

“Regulated in multiple jurisdictions and
financial
institutions around the world, Stripe will benefit
from Mark Carney's extensive experience of
global financial systems and governance”, the

partnering with several dozen

the Sunday Times newspaper.

services.

Forbes magazine had reported on Wednesday
thatinvestors were valuing Stripe ata $115 billion
valuation in secondary-market transactions.

A senior Stripe executive told Reuters in
December that the company plans to expand
across Asia, including in Southeast Asia, Japan,
China and India. The company offers products
that allow merchants to accept digital payments
from customers and a range of business banking

Stripe raised $600 million in April in an

extension of a Series G round and was valued
back then at $36 billion.

Consumer-facing fintechs have seen a boost
to their businesses during the COVID-19
pandemic, as people have been staying at home
to avoid catching the virus and have increasingly
been managing their finances online.

Carney, who headed the Bank of England and
the Bank of Canada, had a 13-year career at Wall
Street bank Goldman Sachs Group Inc in its
London, Tokyo, New York and Toronto offices.

He is the United Nations special envoy on
climate action and finance.

REUTERS

British finance minister Rishi
Sunak is set to increase a tax on
business to pay for an extension
to Covid-19 support schemes
in the budget next month, The
Sunday Times reported.

Sunak, in his speech on
March 3, will announce he is
increasing corporation tax from
19 pence in the pound and
will outline a pathway where it
rises to 23 pence in the pound
by the time of the next general
election, the report said. The
move will raise an expected 12
billion pounds ($16.8 billion) a
year, the report added.

According to the report, at
least 1 pence is set to be added
to the bill for business from this
autumn, at a cost to business of
3 billion pounds, with further
rises in subsequent years.

Allies of Sunak clarified he would not
increase corporation tax higher than 23 per
cent.

These measures will be helpful in paying
for an extension to the furlough scheme,
VAT cuts and business support loans until
at least August.

Unlike the 2010 Conservative-led
government, which pursued spending
cuts to rebalance the economy after the
global financial crisis, Sunak is expected
to defer most of the toughest decisions
about how to pay for that support in his
budget speech.

Sunak to raise business
tax to pay for Covid-19
support

Britain’s Chancellor of the Exchequer Rishi Sunak

“The corporation tax hike will be higher
than expected and the extension of the
support schemes will be longer than most
people expect,” the newspaper quoted a
source as saying.

Insiders indicated the stamp duty holiday
on property purchases would also be
extended in line with the other coronavirus
support measures, the report said.

Britain’s economy had its biggest slump
in 300 years in 2020, when it contracted by
10 per cent, and will shrink by 4 per cent in
the first three months of 2021, the Bank of
England predicts.

REUTERS, Frankfurt

Electric hypercar maker Rimac Automobili
and Volkswagen's supercar brand Bugatti
are a good technological fit, Porsche AG's
CEO told German weekly Automobilwoche,
fuelling hopes that a deal between the two
could happen soon.

British automotive magazine Car last
year reported here that Volkswagen was
on the verge of selling Bugatti to Rimac
Automobili, citing sources.

In exchange, Porsche AG, also owned by
Volkswagen, would raise the 15.5% stake
it owns in Rimac Automobili, founded by
Croatian entrepreneur Mate Rimac, Car
said.

“At the moment there are intense
deliberations on how Bugatti can be

Volkswagen to make decision on
selling Bugatti in H1: German weekly

developed in the best possible way. Rimac
could play a role here because the brands
are a good technological fit,” Porsche AG
CEO Oliver Blume said.

“There are various scenarios with
different structures. I believe that the issue
will be decided by the group in the first
half of the year,” said Blume, who also
sits on the management board of parent
Volkswagen AG.

Rimac has developed an electric
supercar platform, which he supplies to
other carmakers, including Automobili
Pininfarina.

Blume also confirmed higher savings
targets for Porsche, saying the carmaker
plans to support results by 10 billion euros
($12.1 billion) of cost cuts by 2025, up
from 6 billion previously.

Bitcoin and ethereum prices
seem high,

REUTERS

Billionaire CEO Elon Musk
said on Saturday the price
of bitcoin and ethereum
seemed high, at a time when
the cryptocurrencies have hit
record highs, with bitcoin
crossing the $1 trillion market-
capitalization threshold.

The chief executive of Tesla
Inc, whose recent tweets have
fueled the digital-currency
rally, made the remark on
Twitter while replying to a
user who said that gold was
better than both bitcoin and
conventional cash.

Musk, who earlier in the week remarked
thathefound the prospectofholdingbitcoin
adventurous for an S&P 500 company, said
in a tweet: “Money is just data that allows
us to avoid the inconvenience of barter ...”

“That said, BTC & ETH do seem high
lol,” he added.

Bitcoin, the world’s most popular
cryptocurrency, hit a fresh high in Asian
trading on Saturday, extending a two-

says Musk

REUTERS/FILE
Tesla GEO Elon Musk speaks at the E3 gaming
convention in Los Angeles, California.

month rally a day after the digital currency’s
market capitalization exceeded $1 trillion.

Ethereum or ether is the second-largest
cryptocurrency by market capitalization
and daily volume.

Musk, an ardent proponent of digital
currencies, has defended Tesla’s recent
purchase of $1.5 billion of bitcoin, which
has ignited mainstream interest in the
digital currency.

US existing home sales edge
up as supply plummets

AFP, Washington

The hot US housing market continued in
January as sales of existing homes rose
again, but high demand drove supply to
a record low, according to industry data
released Friday.

Home sales have remained solid,
consistently one of the strongest sectors
of the pandemic-ravaged US economy,
fueled by record low borrowing costs, even
as builders have struggled to keep up with
demand.

Sales of existing single-family homes,
townhomes, condominiums and co-ops
increased 0.6 percent from December
to a seasonally-adjusted annual rate of
6.69 million in January, the National
Association of Realtors (NAR) said. That
put sales up 23.7 per cent from the 5.41
million annual rate in January 2020, the
data showed. “Home sales continue to
ascend in the first month of the year, as

buyers quickly snatched up virtually every
new listing coming on the market,” NAR
chief economist Lawrence Yun said in a
statement. “Sales easily could have been
even 20 percent higher if there had been
more inventory and more choices. “Total
housing inventory at the end of January
fell 1.9 per cent to just over a million units,
25.7 per cent below January 2020, the
report said.

However, the hot buying environment
has continued to push prices higher,
driving the median existing-home price in
January to $303,900, up 14.1 per cent from
January 2020, marking 107 straight months
of year-over-year gains.

While strong sales are expected to
continue this year, “a lack of supply and
eroding affordability are expected to lead
to a moderately slower pace of existing
home sales relative to their late 2020
momentum,” said Nancy Vanden Houten
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() The Societies Registration Act, 1860 (Act XXI of 1860);

() The Trust Act, 1882 (Act Il of 1882);

(e") The Voluntary Social Welfare Agencies (Registration and Control) Ordinance, 1961 (Ord. No. XLV of 1961); <t
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