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Divergent mnnetary policies on account of uneven e.cnnnnﬂc recovery

T Eurogrean Cendral Bank: [ast weei

, announced further meatares bo slimukate
Lhsd proone ecomomy alter It nevised
downwands its Inflation. projections. It éxpects
1% In 2096 and 1.6% in 20017 Pollcymakers cut
a key Enterest ratie bo a histor ko low of minus
{0.3% and pledged to buy mare assels with
Lhee proCnesds of (18 existing bond pUrchases,
The ECE pledged to contnue its E506r-a-
maith Band Buying P Ofpramma until Magch
SUNF "0 bepyoanad”, HWMT the markets were
generally disappainbed by ok of mone stirmalus
measiires as they had hoped for deeper ralo
culs and mone monthly bond pundhases,
LS Federal Reserve Chalfsoman, Janet Yellen
stabed last woek thak Fed Intenest rate increases
villl come showdy i the months ahesd armad
bepid growedth overseas and divergent monetary
podicies bebween the LS and other nathons.
She (S readhy 10 raise rofes al the Feds policy
meeting this month s the domestic economy

is Jenrandind which &5 also affismeed by thie
latest job data. The LS Depariment of Labor
anmounced Last Friday that the econcarmyadded
1000 jobs In Novembar, siightly betier than
cxpectatians, with the Unemployment rate
rermaing steady at 5%, The addftion of 211000
Jobs loety paves the wiry for a rate hike Rater
thiz month. Employers have added a robust
averagpe of 237000 jobs a month cir tha past
12 months.

Im Mevermiber this year, the Bank of Japan (BoJ)
refberafed Its pledge b Increase Base money,

al the central bank, al an annwal pace of ¥80in
theowgh purchases of government bonds

arvd risky &Sets arver Japsn's gnoss domestic
product shrank an annualised 0.8 % in the third
guarter, fTallowing & revised 07 5% decling in the
weoond quarter, The BoJ has kept monetary
policy stoady since expanding stirmulus in
October last year, even as slumping ofl prices
ard weak exports push infation further away
fram its targed. In Oclober, indlation rose 03

%, Japan should keep stimulating its economy
kil it s owerhaatied to s podnt that the nflatkon
rabe s higher than desired

The LIK's inflation rake a8 mestured by (he
Consumer Prices Index remained ak <00% in
October A5, The Bank of England sald carler
kR the I:||IZI|J.]| BOOMOMY Was waakening,
depressing Inflation risks. The bank sald that

Irflation wias urdkehy bo rie bo 1% untl the
second hatl of nest year.

Thiz Reserye Bank of Indid has kept the key repo
rabe uAchanged &f 6.75% In HS fitth bi-monthiy
monetary policy review: The cash reserve ratio
(CHA) has slso been tnchanged ot 4% India's
consumer price inflation was at 5% in October.
In October, Ching stepped up monelary easing
with its sixth nferest-rate cuf in a year to
combal deflationany pressures and a slowing
econamy, moving abead of anbicipated fresh
stimuliss by central banks frém Europe (o Jagan
and pessibie thghtening inthe US.

The Central Bank of Braxl kepd its key interest
raie on hold for the thind consecyu the meseting

ot B 2556 s oyt e Inkgihaesst I rene years,

a5 palicymakars strugghs o curk rising inflation
amid econornic conlraction Brazil i experiencing
its worst recession in decades and previous rabo
hikes have not presented a e ininfiathon, vbaich
" Oetobor reschesd & 12y high of 953%.

The Bank of Russia beft its key one-woek repo
rate on hadd ot 1% i Octobes, saving tha
balance between inflation risks amd weak
grovth resmains unchanged. Yet, palicymakers

ssgralled thiny wolkd ower rates in [he pext
minetings if the inflation rate keeps stowing,
We hine Sedn that the montary ehsing by

the ECB was Delow exppctations and the
indlicatians are that rabe hike by the Fed i galng
10 BapEenin a phased manner, which coabd
change depending on progiess Insconamic
delapments As Europe and Japan continde
with Eheeir easing. atter tha Fed next many b= the
B0k o begin it monetany ightening.

Thie central banks b emerging economies wil
ghntinue to watch the cross border fiows on

~acoount of the actians of 1he cantral Banks -

of advanced econoamies and factor them in
thedr decision making The fnancal markets
nave witnessed significant wodatiiity In the

Fast couie of dany's s v e golng Lo witnéss
divenging monetary policies betweean the Fed
and ECE. The uneven economic recovery in
advanced econarmies willl furthes contribate o
the divergence in monetary polces and hencs
financial markels should gear up Tor this.

& Dr R Seotharaman s Growp CEC of Doba
k.



