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UK inflation surges to 2.5pc, 
highest in nearly 3 years
REUTERS, London

British inflation surged further above the 
Bank of England’s target in June to strike 
2.5 per cent, its highest since August 2018, 
placing a new focus on the BoE’s plan to 
keep its huge stimulus programme in place.  

Prices for food, fuel, second-hand cars, 
clothing and footwear rose as the economy 
bounced back from its lockdown slump, 
the Office for National Statistics said.

The jump exceeded all forecasts from 
economists polled by Reuters, who had 
mostly seen CPI edging up to 2.2 per cent 
from May’s 2.1 per cent, and comes a day 
after US inflation hit its highest in 13 years 
at 5.4 per cent.

Sterling strengthened against the dollar 
and euro. Two-year British government 
bond yields, which are sensitive to short-
term inflation and interest rates, touched a 
three-week high.

“The Bank (of England) will likely feel 
that the time is rapidly approaching to 
dial down the level of support they are 
providing to the economy,” said Hugh 
Gimber, global market strategist at JP 
Morgan Asset Management. Most central 
bankers think the global surge in inflation 
will be temporary, and reflects supply-chain 
bottlenecks as Western economies emerge 
from the coronavirus pandemic.

The BoE revised up its forecast for 

inflation last month to predict a peak of 
over 3 per cent, though its outgoing chief 
economist, Andy Haldane, sees it nearer 4 
per cent by the end of the year.

The BoE expects inflation to fall back 
towards its 2 per cent target over the next 
couple of years, as subdued pre-pandemic 
price trends and weak pay growth resume.

However, Wednesday’s data revive 
questions about the BoE’s decision last 
November to commit to 100 billion pounds 
($138 billion) of new bond purchases 
throughout 2021. Haldane voted in May 
and June to stop the programme early. 

Financial markets are now pricing in a 
first rise in BoE interest rates to 0.25 per 
cent from their current 0.1 per cent by 
August 2022.

The central bank worries that the phasing 
out of the government’s jobs subsidies 
programme by the end of September could 
lead to higher unemployment, which 
would take the heat out of inflation.

The CPI’s acceleration reflects the 
weakness of demand last year when 
much of the economy was shut down and 
consumers were ordered to stay at home.

Global oil prices have climbed this year 
as the world economy recovers. Wednesday’s 
figures showed British fuel prices in June 
were 20.3 per cent higher than a year earlier, 
the biggest rise since 2010.

Australia faces first economic 
contraction in a year
REUTERS, Sydney

A coronavirus lockdown in Sydney, 
Australia’s most populous city, threatens to 
shrink the country’s economy in the third 
quarter, with a slow vaccine rollout adding 
to the headwinds.  

A drop in gross domestic product (GDP) 
from the previous quarter would represent 
the country’s first economic contraction 
since June 2020, when a nationwide 
coronavirus lockdown forced businesses to 
down shutters.

The A$2 trillion ($1.5 trillion) economy 
is now larger than its pre-pandemic 
level with solid growth in employment, 
consumer spending, house prices and 
building approvals. Australia’s central bank 
has estimated first half growth at 2.6 per 
cent year-on-year.

But the recovery has come under a cloud 
with more than 5 million Sydneysiders, 
about a fifth of Australia’s population, 

under stay-at-home orders since late 
June to help stamp out an outbreak of 
the highly contagious Delta strain of the 
coronavirus.

It is not clear how long the lockdown 
will last, though authorities on Wednesday 
announced an extension by at least two 
weeks to end-July as the cluster ballooned 
to nearly 900 infections.

“Despite the swift recovery and strong 
domestic demand, downside risks persist 
because Australia’s low vaccination rates, 
combined with the highly transmissible 
Delta Covid strain, imply that the threat 
of lockdowns will add to uncertainty,” Citi 
economist Josh Williamson said.

Economists fear the measures may not 
be enough to stamp out the outbreak, given 
authorities are aiming for zero cases in 
the community before considering lifting 
restrictions and only 10 per cent of the 
population is fully vaccinated.
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Police patrol a quiet Central Station in the city centre as the City of Sydney and three 

adjacent local government areas begin a week-long lockdown to curb an outbreak of 

the coronavirus disease in Sydney, Australia on June 26. 
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US Treasury Secretary Janet Yellen and Federal Reserve 
Chair Jerome Powell will discuss the hot housing market 
and its risks with fellow regulators on Friday, Bloomberg 
News reported.  

The aim of the meeting would be to make sure the 
country is not vulnerable to a crisis similar to what 
happened in 2008, when the bursting of the housing 
bubble sent the US and global economies into a deep 
recession, the report said.

Yellen’s team is aware that a sudden relapse in housing 
prices could pose a risk to the US economy, the news 
agency said, citing sources.

However, the Treasury is confident that the financial 
stability risks associated with the sector are manageable, 
Bloomberg said.

St. Louis Fed President James Bullard made similar 
comments on Monday when he told the Wall Street Journal 
that he was worried that the central bank purchases risked 
overheating the housing sector.

“I am a little bit concerned that we’re feeding into 
an incipient housing bubble...I think we don’t need to 
be doing that with the economy growing at 7 per cent,” 
Bullard told the Journal.

Yellen’s meeting with Powell will be the first time that 
the Financial Stability Oversight Council (FSOC) discusses 
concerns about the housing market in a substantial way, 
the Bloomberg report added, citing sources.
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Former Federal Reserve Chairman Janet Yellen speaks during a panel discussion at 

the American Economic Association/Allied Social Science Association 2019 meeting in 

Atlanta, Georgia, US.

Yellen, Powell to discuss 
hot US housing market 

British fisheries sold out in 
Brexit deal: industry body
REUTERS, London

Britain’s fisheries have been sold out 
by the post-Brexit trade deal agreed 
with the European Union, the head of 
an industry body said on Wednesday, 
urging the government to do more for 
the sector when a so-called adjustment 
period ends in 2026.

Winning back “control” of Britain’s 
fishing waters was one of the main 
drivers for Brexit, with the industry 
becoming the poster child for many 
supporters of the country’s departure 
from the EU during the 2016 
referendum and beyond.

But Barrie Deas, chief executive 
of The National Federation of 
Fishermen’s Organisations, said 

the government’s assurances and 
promises made before striking a trade 
deal with the bloc late last year had 
been broken.

“It’s really quite hard to convey 
how sudden was the fishing industry’s 
fall from grace,” Deas told journalists.

“The flags flying over our vessels for 
the last couple of years had a slogan 
which was ‘fishing no sell out’ and 
that really spelt out our fears. Those 
flags now seem both politically astute 
and prescient because that’s what’s 
happened.”

He said there had been changes 
to quotas for fish “but at the 
margins”, that the deal with the EU 
had emboldened other states such 
as Norway, and producers of some 

live shellfish had experienced real 
difficulties in exporting to the bloc.

“In that sense it’s a tale of woe, very 
far away from the sea of opportunity 
that some spoke about,” he said, 
adding that the Covid-19 pandemic 
had also hurt the sector making it 
more difficult to quantify the impact.

The government lauded what it 
called its great deal with the EU on 
fisheries, saying over time Britain 
will be able to take advantage of 
becoming an “independent coastal 
state”.

Under the deal, Britain agreed to 
an adjustment period, when fishing 
rights for the bloc’s fleet in British 
waters will gradually be reduced over 
five years. 

China’s regulator 
warns of rising 
bad loans
REUTERS, Beijing

Chinese banks are facing 
the threat of rising bad 
loans in the future as the 
current economic recovery 
is unbalanced and lacks 
a solid foundation, the 
country’s top banking and 
insurance watchdog said 
on Wednesday.

Outstanding non-
performing loans in the 
banking sector stood at 
3.5 trillion yuan ($540.79 
billion) by end of June, an 
increase of 108.3 billion 
yuan from the beginning 
of the year, while the bad 
loan ratio declined to 1.86 
per cent, Liu Zhongrui, 
an official at the statistics 
department of China 
Banking and Regulatory 
Commission (CBIRC), told 
reporters in Beijing.

China has implemented 
monetary and fiscal 
policies since last year to 
support an economy jolted 
by the Covid-19 pandemic. 
Financial institutions were 
encouraged to lower rates 
for virus-stricken firms, 
and relief measures were 
rolled out to give borrowers 
breathing space during the 
crisis.

The regulator has been 
guiding banks to increase 
provisions and ramp up 
disposals of bad assets, 
said Liu, with the size of 
bad loans disposed of in 
the first half expected to 
be larger than that in the 
same period last year, said 
Liu.


