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(KWWS���ZZZ�JXOI�WLPHV�FRP�HFR��EXV����QHZV�����GHWDLOV��������XV�HVWDEOLVKHV�

policy-for-exports-of-armed-drones)

The US government last week 

established a policy for exports of 

military and commercial drones, 

including armed ones, and said 

it plans to work with other coun-

tries to shape global standards 

for the use of the controversial 

weapons systems. It could help 

US companies boost sales of mili-

tary and commercial drones in an 

increasingly competitive global 

market. The change also follows 

VWHUQ�ZDUQLQJV�E\�WRS�86�RI¿FLDOV�

about rapid advances in weap-

ons technology by China, Russia 

and other potential foes, includ-

ing unmanned systems. China has 

its own ambitious drone program 

and has exported drones to at least 

nine countries, including Pakistan, 

Egypt and the United Arab Emir-

ates, while it is also in talks with 

Saudi Arabia and Algeria for sales, 

according to Chinese state media.

The new policy will make it 

easier for America’s closest allies 

to buy armed drones, while main-

taining stringent controls on the 

RYHUDOO� WHFKQRORJ\�� 86� RI¿FLDOV�

said. Under the policy, buyers of 

military drones will have to agree 

to strict conditions, including ad-

herence to international law, and a 

ban on using the drones for unlaw-

ful surveillance or to crack down 

on their domestic populations. 

�%$,�

,QWHUQDWLRQDO�/DZ�LQ�1HZV

)UDQFH�$GRSWV�(FRQRPLF�5HIRUP�/DZ
(http://www.iol.co.za/business/international/france-adopts-economic-reform-

ODZ������������92G�GR�X�]N�

Macron’s law, as the legisla-

tion has become known, sets out 

a series of measures to change 

sectors of the economy - such as 

the legal profession - and softens 

rules related to opening times for 

businesses, including allowing 

opening times on some Sundays. 

It also laid out a plan to selling 

some state assets, including shares 
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in provincial airports. The legisla-

tion is aimed at spurring econom-

ic growth in France, which has 

struggled with mounting unem-

ployment. 

Supporters of the plan also aim 

to send a message to the EU that 

France is re-structuring some of 

the core elements of its economic 

regulations and taking seriously 

its commitment to lowering the 

JRYHUQPHQW�GH¿FLW���%$,�

,QGRQHVLD�-DSDQ�(FRQRPLF�3DUWQHUVKLS�$JUHHPHQW�

�,-(3$��5HYLHZHG

(http://www.indonesia-investments.com/news/todays-headlines/indonesia-japan-

HFRQRPLF�SDUWQHUVKLS�DJUHHPHQW�LMHSD�UHYLHZHG�LWHP�����

Indonesian Trade Minister 

Rachmat Gobel said that the con-

tinuation of economic coopera-

tion between Indonesia and Japan, 

as set out in the Indonesia-Japan 

Economic Partnership Agreement 

(IJEPA), is to be reviewed soon 

by both countries. Gobel met Ja-

pan’s Prime Minister Shinzo Abe 

and Japan’s Minister of Economy, 

Trade and Industry Yoichi Mi-

yazawa in Tokyo today. In the 

IJEPA it was mentioned that co-

operation between both countries 

can be reviewed after the bilateral 

free-trade agreement had been in 

HIIHFW�IRU�¿YH�\HDUV�

The Indonesia-Japan Econom-

ic Partnership Agreement (IJEPA), 

which had come into effect on 1 

-XO\� ������ ZDV� ,QGRQHVLD¶V� ¿UVW�

bilateral free-trade agreement. 

The agreement was made in an 

effort to enhance the cross-border 

ÀRZ�RI�JRRGV�DQG�SHRSOH�DV�ZHOO�

as investment between both coun-

tries. Trade Minister Gobel stated 

that the review may be conducted 

this year and hopes that the part-

nership can contribute to the In-

donesian government’s ambitious 

target to raise economic expansion 

to 7 percent (y/y) by the end of 

3UHVLGHQW�-RNR�:LGRGR¶V�¿UVW�WHUP�

LQ������DV�WKH�,-(3$�ZDV�GHVLJQHG�

to boost Indonesian exports to Ja-

pan and to facilitate Japanese FDI 

into Southeast Asia’s largest econ-

omy���%$,�
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,QGRQHVLD��8.�&RPPLW�WR�,QFUHDVH�%LODWHUDO�7UDGH��

,QYHVWPHQW
�KWWS���ZZZ�DQWDUDQHZV�FRP�HQ�QHZV�������LQGRQHVLD�XN�FRPPLW�WR�LQFUHDVH�

bilateral-trade-investment)

The governments of Indonesia 

and the United Kingdom agreed 

to a two-fold increase in bilateral 

trade and investment, Indonesian 

Foreign Affairs Minister Retno 

Marsudi and her British counter-

SDUW� 3KLOLS�+DPPRQG� FRQ¿UPHG��

At present, the UK is the fourth 

largest trade partner of Indone-

sia, with the trade value between 

WKH�FRXQWULHV�DW�86�����ELOOLRQ��,W�

is also the biggest investor from 

the European region, with a total 

US$1 billion in investments in 

�����

Besides trade and investment, 

both ministers discussed granting 

visa exception to diplomatic and 

VWDWH� RI¿FLDOV�� DQG� DOVR� ZD\V� WR�

ease processes involved in grant-

ing regular visas to Indonesian 

citizens who wish to visit the UK. 

A simpler visa procedure for dip-

ORPDWLF� DQG� VWDWH� RI¿FLDOV� LV� H[-

pected to encourage investment 

and trade negotiations between the 

two countries, while the same for 

regular visas is aimed at enhanc-

ing interaction among people, as 

there are two thousand Indone-

VLDQV�VWXG\LQJ�LQ�WKH�8.�DQG�����

thousand British tourists in Indo-

nesia every year. �%$,�

$VHDQ�(FRQRPLF�&RPPXQLW\�5DULQJ�WR�*R
Http://business.asiaone.com/news/asean-economic-community-raring-go

Anticipation and concern are 

both abound as ASEAN gears 

up for the launch of the ASEAN 

Economic Community (AEC) this 

year. With one of the world’s fast-

est emerging economies, the AEC 

- an integration of the 10-member 

ASEAN countries into a single 

market and production base - is 

set to open more doors for mem-

ber states and unleash further eco-

nomic potential for the region.

Malaysia, which holds the 

ASEAN chair this year, is com-

mitted to realising the vision of the 

ASEAN community, the nation’s 

Prime Minister, Najib Razak, said 

at the inaugural Cap10 ASEAN 

CEO summit held in Kuala Lum-

pur on Thursday. The summit gath-
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ered more than 1,000 economic 

and trade policy makers and CEOs 

of ASEAN-based companies for a 

conversation on regional opportu-

nities. Prime Minister of Malaysia 

said the community is designed to 

open up opportunities for people 

and businesses, by creating an 

ASEAN with freer movement of 

goods, services, skilled labour and 

capital.

The window of opportunity 

for ASEAN over the next two de-

cades is the biggest it’s ever going 

to be, dean of the Lee Kuan Yew 

School of Public Policy, Kishore 

Mahbubani, said at the summit, 

citing that the Asian middle class 

LV�VHW�WR�VXUJH�����WLPHV�IURP������

WR� ������ %XW� 3URI� 0DKEXEDQL�

added that ASEAN’s ambition is 

plagued by twin challenges. One 

is that the ownership of ASEAN 

has been primarily with the lead-

ers and has not percolated down to 

the people of ASEAN. The other 

is that the current ASEAN lead-

ers do not seem to show the same 

level of commitment to ASEAN 

as the previous generations did.

ASEAN has gone from an era 

where it had very strong decisive 

leaders who made decisions and 

moved their countries forward 

to greater democratisation, Prof 

Mahbubani said. Leaders today 

have become more internally pre-

occupied taking care of their inter-

nal democratic challenges he said. 

In such a situation when top-down 

leadership doesn’t come and the 

bottom-up isn’t ready, then it’s 

time for the business communi-

ty to take over the ownership of 

ASEAN, he said. As a near-term 

measure to strengthen the ASEAN 

community, former secretary-

general of the UN Conference on 

Trade and Development, Supachai 

Panitchpakdi, recommended the 

formation of a regional infrastruc-

ture fund.

At present, infrastructure in-

vestments in ASEAN hovers 

DURXQG� ���� SHU� FHQW� RI� PHPEHU�

countries’ gross domestic product. 

7KLV�¿JXUH�QHHGV�WR�KLW����SHU�FHQW�

for the next decade, with funds 

being contributed by the govern-

ment or by the private sector, Mr 

Panitchpakdi said. Member coun-

tries should also agree on a set of 

infrastructure projects that cov-

ers all ASEAN countries, which 

could be in the form of education 

services, logistics and electricity, 

he added.

Meanwhile, Minister of Ma-

laysia’s Prime Minister’s Depart-

ment, Abdul Wahid Omar, reiter-

ated the ambition of the ASEAN 

timezone. There are currently three 

time zones spanning ASEAN. A 

common timezone, in his opinion, 
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will set ASEAN far ahead of the 

European community and will be 

a boon for the capital markets.

Prof Mahbubani agreed with 

both suggestions. Prof Mahbubani 

said thath a single timezone will 

create a sudden awareness among 

people in ASEAN that they are 

¿QDOO\�RQ� WKH� VDPH�ERDW� WRJHWKHU�

and has the psychological impact 

of creating a sense of commu-

nity will be phenomenal. He also 

suggested a partnership with the 

Asian Infrastructure Investment 

%DQN�� DQ� LQWHUQDWLRQDO� ¿QDQFLDO�

institution proposed by China and 

provides funding to infrastructure 

SURMHFWV�LQ�WKH�$VLD�3DFL¿F�UHJLRQ�

But the top priority for 

ASEAN this year, in Prof Mahbu-

bani’s view, is to persuade its lead-

ers to make ASEAN their number 

RQH�SULRULW\��³�����LV�JRLQJ�WR�EH�

a very critical year for ASEAN - it 

either takes off or it doesn’t,” he 

said. “We have a situation where 

the leaders are much more inter-

nally focused . . . (But) I hope 

they realise that history will judge 

them on the basis of what they do 

LQ��������05$�

8675�,QGRQHVLD�7UDGH�5RZV�5ROOHG�8S�LQ�%DFNURRP�

0R8�&LJDU
http://thejakartaglobe.beritasatu.com/business/ustr-indonesia-trade-mou/

7KH� 2I¿FH� RI� WKH� 86� 7UDGH�

Representative has released a 

memorandum of understanding 

between the United States and In-

donesia that details how the two 

countries plan to resolves dispute 

related to vehicle wiring harness-

es, mineral ore exports, intellectu-

al property protection and cigars.

The United States and Indo-

nesia settled a WTO dispute over 

clove cigarettes back in October. 

Under the terms of the settlement, 

Indonesia will allow the US ban 

RQ�ÀDYRUHG�FLJDUHWWHV�WR�VWDQG��7KH�

United States reportedly agreed to 

resolve several other disputes in 

exchange for the clove deal. The 

MOU, which was effective Oct. 3, 

outlines four areas of agreement.

If the US Congress reauthoriz-

es the Generalized System of Pref-

erences program, the US will give 

“favorable consideration” to any 

request from Indonesia to redesig-

nate insulated ignition wiring sets 

for vehicles (wiring harnesses) as 

a GSP-eligible product eligible for 

duty-free treatment, according to 
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the MOU. The GSP program gives 

reduced tariff rates to developing 

countries. The process to consider 

redesignation of wiring harnesses 

requires congressional reautho-

rization of the GSP program and 

a presidential determination, ac-

cording to the document.

The United States would also 

give favorable consideration, at 

the appropriate time to a request 

from Indonesia for a competitive 

need limitation (CNL) waiver, 

if needed, the MOU said. This 

would prevent exclusion of wiring 

harnesses in the event that imports 

of this product from Indonesia 

surpass relevant CNL thresholds 

LQ� WKH� QH[W� ¿YH� \HDUV�� WKH�028�

said.

The MOU said the United 

States would not request dispute 

settlement under the General 

Agreement on Tariffs and Trade in 

light of the current application of 

Indonesia’s ban on the export of 

certain mineral and mining prod-

ucts. Concerning a proposed rule 

that would extend the jurisdiction 

of the US Department of Health 

and Human Services over a broad-

er range of tobacco products, in-

cluding cigars and cigarillos, the 

United States will not arbitrari-

O\� RU� XQMXVWL¿DEO\� GLVFULPLQDWH�

against cigars or cigarillos from 

Indonesia, according to the MOU.

The United States and In-

donesia also plan to “intensify” 

ongoing negotiations to reach 

an agreement to improve protec-

tion and enforcement of intellec-

tual property rights in Indonesia, 

the MOU said. The MOU also 

saidThe shared goal of the plan 

LV� WR� DGGUHVV� FRQFHUQV� LGHQWL¿HG�

with respect to Indonesia in recent 

Special 301 ReportsUS goods and 

services trade with Indonesia to-

WDOHG�����ELOOLRQ�LQ�������05$�
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&KLQD�$OORZV�&RPSDQLHV�0RUH�)UHHGRP�LQ�)UHH�7UDGH�=RQH

KWWS���ZZZ�UHXWHUV�FRP�DUWLFOH������������XV�FKLQD�UHIRUPV�IW]�

LG86.%1�/+�$4��������

China has opened the door 

of its tightly-controlled capital 

account a fraction wider by al-

ORZLQJ� ¿UPV� RSHUDWLQJ�ZLWKLQ� LWV�

Shanghai free trade zone to bor-

row funds without having to go 

through complicated regulatory 

hurdles.

)LUPV� ��� ERWK� QRQ�¿QDQFLDO�

DQG� ¿QDQFLDO� ��� LQ� WKH� IUHH� WUDGH�

zone in Shanghai will now be 

able to borrow up to twice their 

capital base, double the previous 

limit allowing them greater ac-

FHVV�WR�FKHDSHU�RIIVKRUH�¿QDQFLQJ��

Firms in the free trade zone will 

be allowed to determine their own 

OHYHO� RI� IRUHLJQ� FDSLWDO� ¿QDQFLQJ�

exposure, according to the cen-

tral bank’s statement released on 

Thursday. Banks operating in the 

zone can raise funds either in for-

eign or domestic currency. Non-

EDQN� ¿QDQFLDO� LQVWLWXWLRQV� VXFK�

DV�VHFXULWLHV�¿UPV�FDQ�DOVR�LPSRUW�

IRUHLJQ�FDSLWDO�EXW�GRPHVWLF�¿UPV�

are urged not to rely on short-term 

¿QDQFLQJ��DXWKRULWLHV�VDLG�

A foreign exchange strate-

gist  at Standard Chartered Bank 

in Hong Kong said it is a positive 

step in terms of liberalization of 

the capital account for the corpo-

rate sector.

Strategists say the latest steps 

indicate Beijing is looking to ac-

celerate its reform agenda by al-

lowing foreign companies greater 

ÀH[LELOLW\� LQ� RSHUDWLQJ� RQ� WKH�

mainland and perhaps counter 

VRPH�RI�WKH�ODUJH�FDSLWDO�RXWÀRZV�

it saw last year.

By allowing greater access 

to companies to overseas mar-

kets, China is hoping to reverse 

VRPH� RI� WKH� ÀRZV� DQG� ERRVW� WKH�

attractiveness of the free trade 

zone, where the incremental pace 

of opening has been greeted with 

lukewarm enthusiasm among for-

eign companies in recent months. 

The Shanghai PBOC deputy di-

UHFWRU� � VDLG� 7KLV� VSHFL¿F� GHFUHH�

means that the capital account for 

¿UPV� LQ� WKH� IUHH� WUDGH� ]RQH� KDV�

effectively been opened, another 

step toward actively deepening 

capital account opening inChina.

China launched the Shang-

hai free trade zone in September 

�����DQG�RI¿FLDOV�SURPLVHG�D�IDU�

more open and streamlined envi-

URQPHQW� IRU� IRUHLJQ� ¿UPV� WR� GR�

business there, along with the re-

laxation of policies for a raft of 

service sectors. In recent months, 
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it has speeded up the reform ini-

tiative by expanding the footprint 

of the free trade zone and allowing 

full foreign ownership of e-com-

PHUFH�¿UPV�LQ�6KDQJKDL���05$�

([FOXVLYH��%UD]LO�:DQWV�WR�5HQHZ�0H[LFR�$XWR�4XRWDV��

$YRLG�)UHH�7UDGH

KWWS���ZZZ�UHXWHUV�FRP�DUWLFOH������������XV�PH[LFR�EUD]LO�DXWRV�H[FOXVLYH�

LG86.%1�/*�;:��������

Grappling with tumbling 

auto sales and weak economic 

growth, Brazil wants to renew an 

auto quota pact with Mexico that 

is set to expire in March, a move 

that could stoke trade tensions.

A treaty between the two na-

tions and auto manufacturers, 

which sets quotas on how many 

light vehicles Mexico and Bra-

zil can sell each other, expires in 

March.

Auto trade between the two 

was then supposed to be fully lib-

HUDOL]HG��EXW�%UD]LOLDQ�RI¿FLDOV�DUH�

now looking to extend the pact 

to avoid unlimited competition 

from Mexico. Minister Trade of 

Brazil said Brazil must seek to re-

new the agreement while seeking 

adjustments in that agreement.

If one option might include 

reduced quotas, he said he would 

not rule out that possibility but he 

would prefer to say that something 

that he do not see is the chance of 

increasing the quotas. A source 

familiar with the situation ear-

lier told Reuters Brazil wanted to 

avoid a return to free trade on au-

tos because right now, the condi-

tions aren’t right for it.

Another source said Bra-

zil wants a broader treaty 

with Mexico that would allow 

free trade between the two Latin 

American peers in areas where 

Brazilian goods are more com-

SHWLWLYH�� FLWLQJ� %UD]LO¶V� ����� ELO-

OLRQ� WUDGH� GH¿FLW�ZLWK�0H[LFR� LQ�

terms of cars and auto parts alone. 

Brazil would look to renew the 

car quotas while such a broader 

free trade treaty was negotiated, 

this source said. Mexico, which 

last year passed Brazil to become 

the biggest auto producer in Latin 

America, says it wants the exist-

ing pact to run its course, and to 

be able to freely export vehicles 

to Brazil from March.

Brazil this week invited a 

Mexican government delegation 

to a meeting in Brasilia between 
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)HE�����DQG����IRU�WDONV�WR�UHYDPS�

the treaty.

Minister of Economy of Mex-

ico said he is going to put every-

thing on the table so that we can 

return to free trade. It is to have 

FUHGLELOLW\�� ¿UVW� \RX� KDYH� WR� UH-

spect your accords.

Brazil sees unrestrained Mexi-

can exports as a big threat to its 

domestic auto industry. A car sold 

in Mexico can cost as little as half 

the retail price in Brazil, where 

high taxes, transportation bottle-

necks, powerful unions and trade 

protections have hurt competitive-

ness.

Data from the International 

Monetary Fund shows that Bra-

zil is the most closed major econ-

omy in the Americas. Mexico has, 

by contrast, signed dozens of free 

trade deals in the past two decades. 

Brazil’s economic growth ground 

to a halt last year and many econo-

mists believe the country will fall 

LQWR�UHFHVVLRQ�LQ�������7KH�FRXQ-

WU\� SRVWHG� LWV� ¿UVW� DQQXDO� WUDGH�

GH¿FLW�LQ����\HDUV�LQ������

The auto industry, which con-

tributes a quarter of Brazil’s in-

dustrial production, has become 

a persistent headache for recently 

re-elected President Dilma Rous-

VHII��7DUJHWHG�VWLPXOXV�VLQFH������

gave sales a temporary boost, but 

the market contracted by the most 

in a decade last year as the gov-

ernment pared back the tax breaks 

WR�LPSURYH�LWV�¿VFDO�DFFRXQWV��$U-

gentia Imposes Restrictions

Neighboring Argentina, which 

recently bought as many as nine 

in 10 Brazilian cars sold over-

seas, also imposed severe trade 

restrictions after a drop in foreign 

reserves, dragging Brazil’s auto 

exports 40 percent lower to about 

��������YHKLFOHV��WKH�ORZHVW�VLQFH�

1999. Brazil remains one of the 

ZRUOG¶V�¿YH�ELJJHVW�DXWR�PDUNHWV��

with decades-old factories run by 

Fiat Chrysler (FCAU.N), Volk-

swagen (VOWG_p.DE), General 

Motors (GM.N) and Ford (F.N).

The industry has struggled to 

improve productivity, which hit 

a decade-low last year as output 

GURSSHG� ��� SHUFHQW� WR� ����� PLO-

lion vehicles. Domestic sales fell 

��SHUFHQW� WR�����PLOOLRQ�YHKLFOHV��

Meanwhile, Mexico’s auto sector 

KDV�ÀRXULVKHG�LQ�UHFHQW�\HDUV��ZLWK�

new plants sprouting up across the 

country as manufacturers look to 

EHQH¿W�IURP�WKH�FRXQWU\¶V�SUR[LP-

ity to the U.S. market, and because 

of the nation’s cheap wages and 

myriad free trade agreements.

Boosted by strong demand 

in the United States and Cana-

da, Mexico auto production rose 

QHDUO\����SHUFHQW�WR�D�UHFRUG������
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PLOOLRQ� YHKLFOHV� LQ� ������ ZKLOH�

exports increased 9.1 percent to an 

DOO�WLPH�KLJK�RI������PLOOLRQ�YHKL-

cles. Car makers including BMW 

(BMWG.DE), Kia (�������

KS), Audi (NSUG.DE), Honda 

(�����7), Nissan (�����7) and 

Mazda (�����7) have all either 

begun production in Mexicoor an-

nounced plans to start manufac-

turing there. �05$�

,PI�$JUHHV������%Q�5HIRUP�3URJUDPPH�IRU�8NUDLQH

+WWS���ZZZ�EEF�FRP�QHZV�EXVLQHVV���������

Christine Lagarde, as manag-

ing director of IMF explained that 

the Extended Fund Facility is es-

tablished to stabilise Ukraine’s 

economy, restore growth, and 

improve living standards. The 

programme also agrees regard-

ing other bilateral and multilateral 

funding to a total value of about 

$40billion. In addition, The World 

%DQN�ZLOO�DOVR�SURYLGH�XS�WR���ELO-

lion of that package and said it is 

vital that Ukraine pushes through 

reforms and it could prove a turn-

ing point for Ukraine. On the other 

hand, Arseniy Yatseniuk, Ukra-

nian Prime Minister, debated that 

the aid package included very dif-

¿FXOW� UHIRUPV� FRQWUDGLFWDU\� IURP�

what Ms. Lagarde said regarding 

the programme. The managing 

director of IMF ensured that the 

new programme is an ambitious 

one and not without risk. She said 

that the new programme offers 

important opportunity for Ukraine 

to move its economy forward at a 

critical moment in the country’s 

history. 

The new programme came as 

Russia’s President Vladimir Putin, 

Ukraine’s President Petrooroshen-

ko, and leaders of France and Ger-

PDQ\� DQQRXQFHG� WKDW� D� FHDVH¿UH�

would begin in eastern Ukraine on 

���)HEUXDU\��$FFRUGLQJ�WR�0V��/D-

garde the deal was a realistic pro-

gramme and its effective imple-

mentation, after consideration and 

approval by the executive board 

can represent a turning point for 

Ukraine. With the aid came a de-

mand from IMF to reform the 

corruption, overhaul the energy 

sector, cut state expenditure, and 

reduce state bureaucracy. The 

Ukraine’s government expected 

D�WRWDO�RI����EQ�¿QDQFLDO�VXSSRUW�

from the IMF as part of a four-

\HDU�IDFLOLW\��LQFOXGLQJ������EQ�WR�
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VWDELOLVH� WKH�¿QDQFLDO� VLWXDWLRQ� LQ�

the country itself. Furthermore, he 

added that the Ukrainian economy 

FRXOG�JURZ�LQ������LI�5XVVLDQ�DJ-

gression was halted and internal 

reforms were a success.�30�

(XUR]RQH�(FRQRP\�6HHV�*URZWK�3LFN�8S

+WWS���ZZZ�EEF�FRP�QHZV�EXVLQHVV���������

��� )HEUXDU\� ������ 7KH� UDSLG�

economy growth in Germany 

helped the eurozone’s economy 

JUHZ� E\� ����� LQ� WKH� ODVW� WKUHH�

PRQWKV� RI� ������ 7KH� (XURSHDQ�

VWDWLVWLFV�DJHQF\��(XURVWDW��¿JXUHG�

the eurozone economy grow by 

����� DFURVV� ����� DV� D� ZKROH�� ,W�

was helped by Germany’s econo-

P\�WKDW�JUHZ�E\������LQ�WKH�TXDU-

ter, contradictary with the largest 

economy’s growth in the eurozone, 

France’s economy grew by just 

�����LQ�WKH�VDPH�SHULRG��*HUPDQ\�

was beating the analysts’ forecast 

because their economy grew by 

����� GXULQJ� ������$FFRUGLQJ� WR�

the UniCredit economist Andreas 

Rees that was a thunderbolt, while 

*HUPDQ\¶V�HFRQRP\�VKUDQN������

in the third quarter of last year, 

strong domestic demand helped it 

to regain momentum in the fourth 

quarter. In additon, Andreas stated 

that some spoke of possible reces-

sion after the summer but instead 

Germany had rebounded, the fact 

that the growth 

comes mainly from the domes-

tic economy gave strong grounds 

for optimism which helped the 

German Dax Index climbed above 

WKH��������PDUN�IRU�WKH�¿UVW�WLPH��

furthermore, Berenberg Bank 

economist Christian Schulz sug-

gested cheaper oil, a weaker euro 

exchange rate and government 

bond buying bu the European 

Central Bank (ECB) should help 

the German economy.

On the contrary, Greece has a 

high chance to slip back into re-

cession, especially after the huge 

uncertainty brought about by the 

election and subsequent bail-out 

dispute. In the case of Greece, the 

�����FRQWUDFWLRQ� LQ� WKH�HFRQRP\�

in the fourth quarter came af-

ter three consecutive quarters of 

growth. Greece’s newly-elected 

government is currently trying to 

re-negotiate the conditions of its 

¼��EQ�EDLORXW�IURP�WKH�HXUR]RQH��
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7KH�7KUHH�%LJ�0LVFRQFHSWLRQV�$ERXW�7KH�6ZLVV�)UDQF

+WWS���ZZZ�HFRQRPLVW�FRP�EORJV�IUHHH[FKDQJH���������VZLW]HUODQGV�PRQHWDU\�SROL

F\"]LG ���	DK ��GFI���E����E���I���E�IG����I�H

��� -DQXDU\� ������ � 7KH� 6ZLW-

zerland’s central bank, the Swiss 

National Bank (hereinafter called 

³61%´) removed its cap on cur-

UHQF\� RQ� -DQXDU\� ��WK� ZKLFK� LW�

had imposed over three years ago 

DQG�UHDI¿UPHG�RQO\�WKUHH�GD\V�EH-

fore its repeal.. Many commenta-

tors welcomed the cap’s removal, 

arguing that the policy was either 

unsustainable, protectionist or 

risky, exposing SNB to grievous 

losses. There are several miscon-

ception concerning this removal, 

¿UVW�UHJDUGLQJ�WKH�XQVXVWDLQDEOLW\��

Exchange-rate pegs often fail, to 

prop up its currency a central bank 

might have to buy a large amounts 

of its own money in exchange for 

dollars or euros. Eventually, it will 

exhaust its hard-currency reserves 

forcing it to abandon its peg. Per-

sisting with the currency cap might 

have psuhed up prices.The second 

one is concerning whether or not 

the Swiss central bank needed to 

worry about big losses on its euro 

holdings, if the SNB had stuck 

with  its cap its holdings of the sin-

gle currency would have swollen 

in size. With the single currency 

weakening in anticipation of fur-

ther monetary easing by the Euro-

pean Central Bank, this hoard was 

likely to grow to epic proportions. 

The last misconception is concern-

ing that the cap was protectionist, 

when the SNB imposed the cap 

EDFN�LQ�6HSWHPEHU������WKH�6ZLVV�

franc was strengthening fast, the 

strong franc made Switzerland’s 

upscale goods even pricier abroad 

and damaging its exporters com-

petitiveness. It exposed the SNB 

WR� D� ORVV�RI� IDFH� � EXW� QRW� WR� D�¿-

nancial loss of any great economic 

FRQVHTXHQFH�� 61%� VKRXOG� ¿QG� D�

QHZ�ZD\�WR�IHQG�RII�GHÀDWLRQ�ULJKW�

now. �30�
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-DSDQ�(FRQRPLF�2XWORRN

+WWS���ZZZ�LEWLPHV�FRP�MDSDQ�HFRQRPLF�RXWORRN������HFRQRPLVWV�IRUHFDVW�T��

JGS�H[SDQG����HFRQRPLF�JURZWK��������

���)HEUXDU\� ������$FFRUGLQJ�

to analysts polled by Thomson 

Reuters Japan’s gross domestic 

product is predicted to expand at a 

3.7 seasonally adjusted annual rate 

in the fourth quarter after shock-

LQJ�WKH�JOREDO�¿QDQFLDO�PDUNHWV�LQ�

November when it unexpectedly 

fell into recession. The forecast 

economy expansion largely driven 

by improvements in exports, less 

business failures, higher employ-

ment and a weakening yen. The 

analysts put the blame toward 

the consumption tax increase that 

went into efect in April. The reces-

sion led the Japanese Prime Min-

ister Shinzo Abe to delay a second 

sales tac hike at then end of last 

\HDU� IRU� ��� PRQWKV�� :KHQ� $EH�

was elected for a second term in 

'HFHPEHU� ������ KH� ODXQFKHG� KLV�

plan to bolster Japan’s economy at 

WKH�VWDUW�RI�KLV�¿UVW�WHUP�LQ������

�����$EH¶V�PRQHWDU\�SROLF\�FRQ-

sists of printing additional curren-

cy to make Japanese exports more 

JHQHUDWH�PRGHVW�LQÀDWLRQ��7KH�

Bank of Japan stunned the 

JOREDO�¿QDQFLDO�PDUNHWV� LQ�2FWR-

ber by expanding its already mas-

sive stimulus program, and also 

its Governor Haruhiko Kuroda  

DJUHHG� WR� LQMHFW� ��� WULOOLRQ� \HQ�

into economy through its quanti-

WLYH� SURJUDP�� XS� IURP� ��� WR� ���

trillion yen.On the other hand, 

Japan’s global competitiveness 

in key technology sectors is still 

fairly good, driven by improve-

ments in manufacturing orders, 

less business failures and higher 

employment. However, Japan is 

still facing a long-term challenge 

of an aging labor force, weak con-

sumption, or the amount of money 

spent by households in the econ-

omy. Many economists are fore-

casting positive growth out of Ja-

SDQ�LQ�WKH�¿UVW�KDOI�RI��������30� 


