
(Osborne continued) 

 Osborne and the BOE’s Financial 

Policy Committee will reassess the 

program, which helps buyers 

purchase homes with as little as 

5% deposit, every September 

starting next year. The FPC will 

advise Osborne on whether key 

parameters, such as the price cap 

and the fee charged to lenders, 

remain appropriate. 

 

 The Chancellor’s plan to help cash

-strapped buyers has drawn criti-

cism from the IMF and Business 

Secretary Vince Cable who say it 

may spark a property-price bub-

ble. The first phase, interest-free 

loans for buyers of newly built 

homes, began in April and has 

already contributed to the strong-

est housing market since the 

financial crisis. 

Monetary Policy Decisions Looming from the European Central Bank (ECB) 

European Central Bank and 

Poland 

 The ECB and Polish Central Bank 

will keep their policy rates at 0.5% 

and 2.5% respectively.  Mario 

Draghi, the president of the ECB, 

said that the ECB is ready to use 

other stimulus measures, including 

another long term relief offering, to 

prevent another increase in bank 

funding costs. Poland has kept its 

policy rate on hold since August, 

having cut the rate by 225 basis 

points over the prior 10 months. 

 Monday’s inflation figures show the 

euro-area CPI decelerating to 1.1% 
in September, but the cost of living 

has remained below the 2% target 

since February. The jobless rate, 

which was released on Tuesday 

reached a record high of 12.1% for 

the sixth month in August. 

Spain restructures loans 

 Spain’s central bank has set Monday 

as the deadline for the banks to 

reclassify all restructured loans 

based on new guidelines. This may 

force lenders to raise their provi-
sioning needs. The real estate crash 

in Spain has caused the banks to 

have to refinance or restructure 

208.2 billion euros of loans.  Spain 

has also hit record highs in term of 

bad loans to total loans at 11.97% in 

July, according to the Bank of Spain. 

Norway Fund Chief Shares Warning 

on Bonds 

 The head of Norway’s sovereign 

wealth fund said the bond market 

will offer scant returns as the inves-

tor looks to expand into other 

asset classes.  “Returns in the bond 

market are low and look to remain 

so for a good while ahead,” said 

Yngve Slyngstad, chief executive 

officer of the Government Pension 

Fund Global.  “The safest invest-

ment alternative gives a return after 

inflation close to zero.” 
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Mersch wants Bank Plan Clarifica-

tion 

 ECB executive board member Yves 
Mersh said an EU plan for a single 

resolution fund under the region’s 

planned bank union is unclear and 

needs a credible backstop. The 

European Commission’s proposal 

for the single resolution mecha-
nism “foresees such a fund, fi-

nanced by levies on private banks,” 

Mersch said. “I welcome this 

proposal in principal, but I think 

that during the build up phase, 

clarification is needed on what will 
happen if there are exceptional 

circumstances which lead to the 

resources being exhausted. 

 The ECB is preparing to take over 

supervision of the euro-area lend-

ers next year and plans to begin 

with a risk review by the beginning 
of 2014 before analyzing balance 

sheet and conducting a stress test. 

Mersch said last month that the 

ECB won’t start reviewing banks 

unless a credible plan on how to 

handle failing lenders is in place. 

Osborne to Introduce Annual 

Check on Help-to-Buy program 

 UK Chancellor George Osborne 

will introduce annual checks with 

the Bank of England (BOE) on 

whether his “Help-to-Buy” pro-

gram is fueling excessive price 

increases in the housing market.  
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European Debt Crisis 

 Bond Yields how much interest a 

government needs to pay annually 

in order to borrow money. Higher 
yields show that investors are not 

confident in the government being 

able to repay its debt.  

 To the right are the 10 year bond 

yields, and unemployment 

European 

Economic Outlook  

 

European Debt 

Country % in 2012 
% a year 

ago 

Greece 156.9% 170.3% 

Italy 127.0% 120.8% 

Portugal 123.6% 108.3% 

Ireland 117.6% 106.4% 

Belgium 99.6% 97.8% 

France 90.2% 85.8% 

UK 90% 85.5% 

Spain 84.2% 69.3% 

Germany 81.9% 80.4% 

In Summary 

 

Below is each countries sovereign 

debt compared to its annual GDP as 

of Dec. 2012 

Bearish          Bullish 

Country Yield Change Unemploy-

ment 

Greece 8.94% -0.12 27.9% 

Portugal 6.41% -0.10 16.5% 

Italy 4.41% -0.15 12.2% 

Spain 4.15% -0.13 26.2% 

UK 2.71% -0.01 7.7% 

France 2.32% 0.00 11.0% 

Netherlands 2.18% 0.02 7.0% 

Germany 1.80% 0.03 5.2% 


