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METAL

Muhammad Abdur Razzaque, agriculture minister, visits a stall of METAL, a maker of agriculture machinery, at an 

“Agri-Machinery Exhibition” organised by the Bangladesh Wheat and Maize Research Institute in Dinajpur recently.

PADMA BANK

Padma Bank Chairman Chowdhury Nafeez Sarafat and Managing Director Md Ehsan Khasru attend the bank’s town 

hall meeting through a digital platform.

Fed to let bank-leverage exemption expire this month, will review rule
REUTERS, Washington 

Big US banks will have to resume holding an 
extra layer of loss-absorbing capital against US 
Treasuries and central bank deposits from next 
month after the Federal Reserve said on Friday 
it would not extend a temporary pandemic 
regulatory break due to expire this month.

The Fed said it would, however, launch a 
formal review of the capital rule, known as 
the “supplementary leverage ratio,” due to 
concerns it is no longer functioning as intended 
as a result of the central bank’s emergency 
COVID-19 monetary policy measures.

While the Fed’s decision to review the rule 
is a win for Wall Street banks, which have long 
argued the leverage ratio is fundamentally 
flawed, its refusal to extend the exemption, 
as many analysts had expected, came as a 
disappointment.

Shares of the largest US banks fell after the 
news, with JPMorgan Chase & Co losing as 
much as 4 per cent before closing down 1.6 
per cent on the day. Bank of America Corp’s 
and Citigroup Inc lost 1 per cent and 1.1 per 
cent, respectively.

“Wall Street bank stocks will get punished 
because now they will have to put more 
money aside,” Edward Moya, senior market 
analyst at foreign exchange brokerage Oanda, 
said in an email.

He added, however, that the planned review 
of the leverage ratio “should alleviate concerns 

that this is a final decision.”
To ease Treasury market stress and 

encourage banks to lend to Americans 
struggling amid lockdowns, the Fed last April 
excluded Treasuries and central bank deposits 
from the leverage ratio until March 31.

Uncertainty over whether it would stick to 
that expiration date has compounded anxiety 
in fixed income markets. Banks have warned 
that allowing the rule to expire could push 
them to pull back from buying government 
debt and from lending, potentially sparking 
another bout of market turmoil.

The issue has become a political hot potato, 
with powerful Democrats pressuring Fed 
Chair Jerome Powell to deny Wall Street what 
they say is an unwarranted break that could 
increase systemic risks. They point out that big 
banks have plenty of cash to buy back shares 
and issue dividends.

“This is a victory for lending in communities 
hit hard by the pandemic, and for the stability 
of our financial system,” said Democratic 
Senator Sherrod Brown, who had previously 
warned the Fed that extending the exemption 
would be a “grave error.”

Benchmark 10-year Treasury yields jumped 
around five basis points on the announcement 
to 1.750 per cent, nearing Thursday’s the one-
year high of 1.754 per cent.

But Fed officials said they were confident 
that allowing the exemption to expire would 
not impair Treasury market liquidity or cause 

disruption because the market had stabilized 
and big banks are flush with capital.

The leverage ratio was adopted after the 
2007-2009 financial crisis as a safeguard 
to prevent big banks from manipulating 
other capital rules. It requires them to hold 
additional capital against assets regardless of 

their risk.
But the ratio is rapidly becoming the 

primary limit on banks’ balance sheets which 
have swelled as a result of the Fed pumping 
cash into the economy amid the pandemic.

In the last year, the Fed has nearly doubled 
its balance sheet to more than $7.7 trillion 

through around $3.4 trillion in bond 
purchases. That extraordinary intervention, 
along with near-zero interest rates, aims to 
keep money flowing through the banking 
system.

As a result, bank deposits at the Fed, known 
as reserves, have sky-rocketed to $3.9 trillion 
since the pandemic began, according to Fed 
data from Thursday, and are expected to 
increase by another $2 trillion before the Fed 
pares back stimulus efforts.

“That pressure is pretty significant,” said 
Gennadiy Goldberg, interest rate strategist at 
TD Securities, adding it may cause banks to 
step away from “market supporting roles.”

Some banks might have to issue preferred 
shares to add enough capital in the near term 
to handle the increasing deposits, which 
would dilute common stock by 1 per cent to 
2 per cent, Glenn Schorr of Evercore ISI wrote 
in a note. Banks say reserves and US Treasuries 
are effectively risk-free and it makes little sense 
to penalize them. 

The Fed indicated on Friday that it 
had heeded those complaints. Due to the 
continued growth in reserves and Treasury 
issuance, it said it may recalibrate the ratio 
“to prevent strains...that could both constrain 
economic growth and undermine financial 
stability.”

However, it added that any changes to the 
rule would not erode the overall strength of 
bank capital requirements.
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The Federal Reserve building is set against a blue sky in Washington.

Canadian border agent covertly gathered 
evidence on Huawei for FBI, defence argues
REUTERS, Vancouver 

The Canadian border agent who 
questioned Huawei Chief Financial 
Officer Meng Wanzhou before 
her arrest at Vancouver airport in 
2018 went beyond the scope of his 
jurisdiction, in an effort to gather 
evidence for the FBI, Meng’s legal 
team said on Friday.

Among the questions the agent 
asked was whether Huawei had an 
office in Iran, defence lawyer Mona 
Duckett told the judge, a line of 
questioning that she argued had 
nothing to do with immigration and 
her admissibility into Canada.

“It was an attempt to gather 
evidence for one audience,” the 
Federal Bureau of Investigation, 
Duckett said as the hearing for Meng’s 
extradition entered the last phase of 
arguments.

Meng, 49, is accused by the 
United States of misleading HSBC 
about Huawei Technologies Co Ltd’s 
business dealings in Iran, causing the 
bank to break U.S. sanctions.

The Canadian government has 
called the defence team’s argument an 
unfounded “conspiracy,” and stated 
that officials on both sides of the 
border followed due processes.

If extradited, Meng will face trial for 
bank fraud in the United States. Meng, 
who says she is innocent, is fighting 
her extradition from house arrest in 

Vancouver. Her legal team wants the 
case to be dismissed, arguing abuses 
of process took place during her arrest 
and her rights were violated.

Canadian border officials 
questioned Meng for three hours 
before the Canadian police arrested 
her on a U.S. warrant.

Meng’s legal team allege Canadian 
and U.S. authorities coordinated 
to use the additional investigative 
powers of the Canadian Border 
Services Agency (CBSA) to question 

her without a lawyer present.
CBSA Superintendent Sanjit 

Dhillon, one of the officers who 
interrogated Meng, testified in 
November 2020 that the Canadian 
police did not give him any 
instructions about what to ask Meng, 
however.

Another CBSA officer who was 
involved testified last year that 
border officials were concerned about 
keeping their investigation separate 
from the police’s extradition arrest.
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Huawei Technologies Chief Financial Officer Meng Wanzhou leaves court on 

a lunch break in Vancouver, British Columbia, Canada on March 15.

Italy approves 32b euro package for 
virus-hit economy

AFP, Rome

Italy’s government approved Friday 
a 32-billion-euro ($38-billion-
dollar) economic relief package for 
coronavirus-stricken businesses and 
workers.

It included 11 billion euros of 
grants to worst-affected firms that will 
be paid out by the end of April, Prime 
Minister Mario Draghi said in a news 
conference.

Draghi called the decree a  “partial 
answer” to those who are struggling 
with the fallout from the pandemic,  
“but the best that we could do” given 
budgetary constraints.

Around 8 billion euros were 
earmarked for welfare support, 

including for furloughed and 
unemployed workers, and almost 5 
billion euros for vaccinations and 
the health sector. A freeze on job 
dismissals, expiring in late March, was 
prolonged until the end of June, with 
a further extension until late October 
valid for some industries.

The measures were funded by 
public debt, and Draghi said the 
government would borrow even more 
this year to finance more economic 
stimulus measures. Friday’s decree 
included an ammesty on unpaid 
tax bills, which was championed by 
Matteo Salvini’s far-right League and 
opposed by leftists in the national 
unity coalition.

There were other measures 

for categories badly affected by 
mandatory shutdowns, including 
seasonal workers, theatre and cinema 
employees, and the ski industry. Italy, 
which 13 months ago became the 
first European country to be hit by 
the coronavirus pandemic, has been 
plunged into its worst recession since 
World War II. Last year, gross domestic 
product fell by 8.9 percent, while 
almost 450,000 people lost their jobs, 
with disproportionately high numbers 
among women, young people and the 
self-employed. Draghi is hoping to 
provide some relief by ramping up 
a sluggish vaccination programme, 
and is drafting an economic relaunch 
plan to be funded by European Union 
grants and loans.


