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China unveiled a ¥10 trillion
($1.4 trillion) programme to
help resolve its local govern-
ment debt crisis, as authorit-
ies moved to shore up a slow-
ing economy facing fresh
risks from the re-election of
Donald Trump. O�cials
fleshed out the details of a
debt swap plan approved by
the Standing Committee of
the National People’s Con-
gress at a press briefing in
Beijing on Friday. 

The funds for the pro-
gramme — already tele-
graphed last month but
without a price tag — will be
provided through 2028.

BOLDER STEPS AHEAD?

Finance Minister Lan Foan
also pledged to take a “more
forceful” fiscal policy next
year, and “actively” use the
room for higher o�cial defi-
cit, in a sign that bolder steps
could lie ahead.

While the scale of the local

debt swap plan was close to
the upper range of forecasts
by most economists, it disap-
pointed markets due to a lack
of fresh public spending to
promote growth. 

Trump’s comeback stoked
expectations for Beijing to
strengthen policies boosting
domestic demand to o�set a
potential plunge in exports
due to the President-elect’s
tari� threats. “We hope to
see more in terms of stimu-

lus once China sees the im-
pact of what has been an-
nounced so far, as well as the
direction of Trump policies
early next year,” said Kevin
Net, head of Asian equities at
Financiere de L Echiquier. 

As o�cials outlined the
contours of the debt swap
plan, the o�shore yuan ex-
tended losses, down 0.6 per
cent at 7.1891 per dollar. The
yield on 10-year China gov-
ernment bonds dropped to

the lowest since September. 
President Xi Jinping has

labelled local government
debt one of the three “major
economic and financial
risks” facing China, as he
tries to steady the nation’s
$18 trillion economy. 

Most of these borrowings
are tied to entities known as
local government financing
vehicles, which borrow on
behalf of provinces and cities
to finance investment in in-
frastructure. Local authorit-
ies that relied on land sales
for revenue have struggled to
service those liabilities in re-
cent years as the property
crisis wiped out demand. 

O�cials said the out-
standing value of so-called
hidden debt was ¥14.3 tril-
lion as of the end of 2023, al-
though the International
Monetary Fund put the fig-
ure at about ¥60 tril-
lion. While markets
shrugged o� the measures,
Lan called the package “a
major policy decision taking
into consideration interna-

tional and domestic develop-
ment environments.” 

Policymakers also took
the rare step of raising local
governments’ debt ceiling
mid-year for the first time
since 2015 to allow for the is-
suance of bonds. The in-
crease in the limit will allow
local governments to issue
six trillion yuan in additional
special bonds over three
years to swap hidden debt,
Lan said. 

SPECIAL BOND

He later said regional author-
ities will be able to tap an-
other total of ¥4 trillion in
special local bond quota to
be granted each year over
five years — including 2024
— for the same purpose. “To
really have a positive for
markets, you want to see
something which is 2 trillion
or above specifically talking
about consumption-related
stimulus,” Bernie Ahkong,
CIO at UBS O’Connor
Global Multi Strategy Alpha
told Bloomberg TV. 

China unveils $1.4-trillion programme 
to help tackle local government debt
POLICY PUSH. Finance Minister Lan Fo’an pledges to take a ‘more forceful’ fiscal policy next year

Bloomberg

MORE MEASURES. Chinese Finance Minister Lan Fo’an
addressing a press conference on raising ceilings on local
government debt in Beijing REUTERS

Singapore Airlines profit
slumps 48% in April-Sept

Singapore Airlines reported a
slump in half-year earnings ,
reflecting sti� competition and
higher costs, but added that it
will post a gain of S$1.1 billion
($832.45 million) once the Air
India-Vistara merger is
completed. The airline posted a
48.5 per cent plunge in profit to
S$742 million for the April-Sept
period and declared an interim
dividend of 10 Singapore cents
per share.REUTERS

QUICKLY.

Sony posts 73% jump 
in Sept-quarter profit

Tokyo: Sony reported a 73 per
cent rise in group operating
profit in the July-September
quarter, buoyed by strong sales
in its game and network
business. Operating profit for
the July-September quarter
soared to 455.1 billion yen
from 263 billion yen a year
earlier.REUTERS

The European Union and
China said they made some
progress after a week of tech-
nical talks in Beijing aimed at
scaling back or reversing tar-
i�s that the bloc applied to
electric vehicles made in
China.

The EU’s executive arm
described the outcome of
this week’s negotiations as
making “technical progress,”
and China’s Ministry of
Commerce echoed that con-
clusion in a separate state-
ment. 

Both Brussels and Beijing
have previously warned that
significant gaps remain over
how to address what the bloc
says are unfair subsidies to
Chinese-made EVs.

UMBRELLA PACT

The EU and China have been
seeking an agreement on so-
called price undertakings —
a complex mechanism to
control prices and volumes
of exports, used to avoid
tari�s.

On Friday, the EU reiter-
ated that individual agree-
ments between carmakers

and the EU are possible un-
der World Trade Organiza-
tion rules. 

But Beijing wants to con-
clude an umbrella agree-
ment, making that one of the
obstacles in the talks.

SOLUTION ELUSIVE

China’s invitation to negoti-
ate in person was seen a sign
of some momentum in the
talks, according to people fa-
miliar with the matte.

Several rounds of talks
didn’t yield a solution that
meet the EU’s strict require-
ments, including alignment
with WTO rules and com-
pensating for the full e�ect
of the duties.

The 27-nation bloc also
wants to ensure it can mon-
itor compliance.

Negotiations will con-
tinue at a technical level next
week, both sides said.

EU, China make progress 
in talks to avoid EV tariffs

Bloomberg
The EU and
China have been
seeking an
agreement on
so-called price
undertakings 

Federal Reserve Chair
Jerome Powell made clear
he’s ready to defend the US
central bank from political
pressure following the re-
election of Donald Trump,
saying he wouldn’t resign if
asked and insisting the in-
coming President doesn’t
have the power to fire him or
other senior Fed leaders.

“No,” Powell said firmly
on Thursday, when asked
whether he would step aside
if Trump asked for his
resignation. 

POLICY MEETING

During a press conference
following the Fed’s two-day
policy meeting, Powell said
repeatedly that Trump —
who explored firing the Fed
chief during his first term in
the White House — lacks the
legal authority to demote or
remove the chair or other
senior Fed o�cials in
Washington.

“What Powell is saying, in
making the forceful state-

pared back expectations for
how low rates will fall this
cutting cycle, partly in re-
sponse to Trump’s election. 

AGGRESSIVE TARIFFS

Trump has promised to de-
ploy more aggressive tari�s,
crack down on immigration
and extend tax cuts —
policies that could put up-
ward pressure on prices and
long-term interest rates.

Powell reiterated that fu-
ture policy decisions will de-
pend on incoming economic
data, and the Fed won’t try to
anticipate fiscal or trade
policy.

“We don’t know what the
timing and substance of any
policy changes will be,” Pow-
ell said. 

“I would look at any legal
option that we might have to
make a change there,” he
said. Ultimately, any attempt
at firing or demoting Powell
or his colleagues would prob-
ably face a battle in the
courts. Many legal scholars
have maintained that the
president likely doesn’t have
the authority to fire the cent-
ral bank chair, but there
could be a legal pathway for
demoting the vice chair for
supervision, some say. 

The Fed, meantime, de-
livered a quarter-point in-
terest-rate cut on Thursday
— the second-straight re-
duction. While the Fed is ex-
pected to lower rates further
in the coming months, in-
vestors and economists have

publican Senator Bill
Hagerty, a leading contender
to join Trump’s cabinet, said
“everything should be on the
table” when it comes to con-
sidering Barr’s position.

Michael Barr, the Fed’s top
banking regulator who Re-
publicans have repeatedly
criticized. 

Speaking later Thursday
on Bloomberg Television, Re-

ance of central bank inde-
pendence. 

In an interview earlier this
year, he cast his desire to
serve out his full term as a
part of that.

Trump, for his part, has
backed away from some of
his more provocative state-
ments about how much a
president should influence
the central bank. He told
Bloomberg in June that he’d
let Powell serve out his cur-
rent term, which ends in
2026. 

But he’s also said a presid-
ent should be allowed to at
least make suggestions on
policy. 

One potential target for
the Trump administration is
Vice Chair for Supervision

The comments, just two
days after Trump’s re-elec-
tion, portend the power
struggle that may lie ahead
between the central bank
and a president who insists
he should have a say on in-
terest-rate policy. 

Trump, who won Tues-
day’s election by an unexpec-
tedly large margin, has often
blasted Powell. Though
Trump appointed him to the
chair in 2018, he then quickly
pivoted to publicly urging
him to stop raising rates later
in the year. 

AN INSTITUTIONALIST

Powell, a staunch institu-
tionalist reared among
Washington’s elite, has often
spoken about the import-

ment that no one can be de-
moted, is that the Fed’s lead-
ership is all in this together,”
said Peter Conti-Brown, a
professor and Fed historian
at the Wharton School of the
University of Pennsylvania.
“I see this as Powell’s declar-
ation that the president-
elect is going to have his say
on shaping the Federal Re-
serve, but not until there are
vacancies to be filled.”

Powell’s remarks were
striking as he worked hard to
dodge every other politic-
ally-charged question lobbed
at him from reporters. He
strictly avoided speculating
on what policies might
emerge from the incoming
administration. But he read-
ily weighed in when the mat-
ter involved protecting the
institution he’s served since
2012.

“He’s a firm believer in the
importance of Fed independ-
ence, and quitting voluntar-
ily due to criticism from a
president would show that
the Fed isn’t independent,”
Ian Katz, Managing Director
at Capital Alpha Partners,
wrote in a note to clients.

Bloomberg

Jerome Powell, Chairman of the US Federal Reserve 

Powell signals readiness to defy Trump in defence of Fed Reserve
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