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DHAKA BANK

Akhlaqur Rahman, head of corporate banking division of Dhaka Bank, and Ajit Chandra Aich, CEO of Progressive Life Insurance Company, 

exchange documents after signing a deal recently. The bank will provide cash management services to the insurer. 

German inflation could top 2pc, first 
time since 2012: experts
AFP, Berlin

Inflation in Germany could rise above the 
2.0 per cent mark for the first time this 
year since 2012 on rising energy prices 
even though an economic recovery will be 
weaker than earlier expected, government 
economic advisors said Wednesday.

Prices could rise by up to 2.1 per cent in 
2021 and 1.9 per cent in 2022, the so-called  
“Wise Men” panel of economists which 
advises the government said in a report.

The rise in 2021 would see Europe’s 
biggest economy surpass the European 
Central Bank inflation target of just 
under 2.0 per cent. After having slowed 
considerably in 2020, inflation is expected 
to rise this year as the economy picks up 
following the relaxation of measures to 

slow the spread of the Covid-19 pandemic.
In Germany, prices sank by 0.5 percent 

in 2020 before being pulled up this year by 
rising energy prices since the introduction of 
a carbon tax in January. Preliminary official 
data showed inflation reached 1.3 per cent 
year-on-year in February, its steepest rise 
since March 2020, when borders were first 
slammed shut across the world as countries 
battled to halt the coronavirus.

Germany is traditionally wary of inflation 
for historical reasons. Extreme hyper-
inflation in the early 1920s devastated the 
economy and fuelled political instability 
in the fledgling Weimar Republic which 
preceded Nazi rule. In a country which has 
remained nervous about currency stability 
ever since, rising prices have fuelled criticism 
of the ECB and its ultra expansionary stance.

IMF sees Canada’s economy rebounding, says 
government needs ‘fiscal anchor’
REUTERS, Ottawa 

Canada’s economy is likely to 
rebound this year as long as 
COVID-19 is brought under control, 
but the government should introduce 
a “fiscal anchor” to ensure credibility 
in debt management, the IMF said on 
Thursday.

“The size and scope of policy 
support (in Canada) has been 
unprecedented” during the pandemic, 
the International Monetary Fund’s 
executive board said in its annual 
report.

“The recent sharp rise in public 
debt increases the importance of 
clearly specifying a medium-term 
fiscal anchor... to guard against a 
potential weakening of credibility in 
the fiscal framework,” the IMF said.

Canadian net debt jumped to 48 
per cent of gross domestic product 
(GDP) in 2020 from 23.4 per cent 
the previous year and is projected 
to come down only marginally this 
year, to 47.4 per cent, according to 
the report.

The IMF said the government had 
been “strong, decisive, and well-
coordinated” in its response to the 
pandemic, and that direct fiscal 
support during the pandemic had 
added up to about 15 per cent of GDP.

The IMF forecast economic growth 
of 4.4 per cent this year after a 5.4 per 

cent decline in 2020. The new U.S. 
$1.9 trillion stimulus package “will 
further boost Canadian growth,” the 
IMF said.

Looking ahead, Canada’s Liberal 
government has said it would spend 
up to 3-4 per cent of GDP to help 
boost growth once the pandemic 
is under control. That stimulus is 

expected to be announced in a new 
budget due as early as next month.

The IMF urged Prime Minister 
Justin Trudeau’s government to 
“carefully balance short-term risks to 
growth and financial stability” against 
vulnerabilities, including “those 
emanating from a persistent buildup 
of leverage and rising house prices”.

REUTERS/FILE

King Street West is seen nearly empty a day before the Toronto Film Festival in 

Toronto, Ontario, Canada.

Fed patience calms yields for now, 
but market feels like ‘coiled spring’
REUTERS, New York 

The Federal Reserve may have avoided 
inflaming the bond market with its 
latest policy decision and outlook, but 
as economic growth rebounds and 
inflation rises, at least temporarily, 
there are questions of how long yields 
will remain contained.

That’s a key issue for both investors 
and Fed officials who would rather 
not have to ride out another bout of 
bond market volatility as a growing 
body of indicators suggests US growth 
is poised to take off this year.

The yield curve steepened to its 
highest since September 2015 on 
Wednesday - with shorter-dated rates 
falling faster than the long end - 
indicating investors took the Fed at its 
word that interest rates would remain 
anchored even as the COVID-19 crisis 
winds down. Recent evidence that an 
economic recovery has been taking 
hold had investors concerned the Fed 
would withdraw its accommodative 
policy sooner than expected.

But while the Fed’s actions may be 
keeping the yield increases relatively 
orderly, for now, a surge higher 
remains a risk. That would raise 
borrowing costs for companies and 
consumers, and could ripple across 
other assets such as equities.

“To me it feels like it is a coiled 
spring,” said Mark Cabana, head of 
US rates strategy at Bank of America. 
The Fed’s current stance, he said, “does 
raise some risks that whenever we do 
begin to hear a shift in tone from the 
Fed that there may be a bit more of a 
rapid adjustment in the market.”

The Fed “is signaling that it wants 
to see an overshoot, it wants to see 

inflation and employment run quite 
hot,” Cabana said.

Fears of sooner-than-expected 
rate hikes, or tapering of the Fed’s 
asset purchases, in recent weeks have 
helped to send yields on longer-dated 
Treasury yields to the highest in a year.

The benchmark 10-year Treasury 
yield rose to a high of 1.689 per cent 
prior to the Fed’s statement following 
the close of its policy meeting on 
Wednesday, its highest since January 
2020. It later fell to around 1.646 per 
cent, though it remained higher on 
the day.

Two-year note yields, which are the 
most sensitive to interest-rate policy, 
dropped as low as 0.125 per cent after 
the Fed meeting before bouncing back 
to 0.137 per cent.

That meant the spread between 
the two- and 10-year rates - the most 

common measure of the yield curve - 
widened to 153.2 basis points.

While long-term rates are likely to 
continue their march upward in line 
with better economic projections and 
rising Treasury supply, it could be 
more gradual than had been feared.

The Fed “has now calmed down 
potential market anxiety about a taper 
tantrum, and I think it buys time and 
paves the way for financial conditions 
to remain relatively loose and for the 
recovery to gather pace,” said Daniel 
Ahn, chief US economist and head of 
markets 360 North America at BNP 
Paribas.

The 2013 taper tantrum saw bond 
yields rise dramatically after then-Fed 
Chair Ben Bernanke told lawmakers 
the Fed could take a step down in its 
pace of purchases of assets that had 
been propping up markets.
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Federal Reserve Chairman Jerome Powell testifies before the Senate 

Banking Committee hearing on Capitol Hill in Washington.


