
LONDON: The Turkish lira hit a record low
yesterday and local bond yields rose to fresh
peaks on political strains and worries about
the central bank’s ability to curb inflation.
The lira hit 3.98 against the dollar, coming
under renewed pressure ahead of the US tri-
al of Turkish gold trader Reza Zarrab, who is
accused of violating US sanctions on Iran.
The Turkish government have described the
case as a “clear plot against Turkey”, which
lacks any legal basis. 

Foreign investors, which Turkey needs to
finance its large budget and current account
deficits, are also concerned about political
pressure on the central bank, which is strug-
gling to tame high inflation. The falling lira
has fuelled expectations of further central
bank action as initial attempts to shore up
the currency appeared to do little to stem
the losses. Said Haidar, president and chief
executive officer of Haidar Capital
Management, a $365 million global macro
hedge fund, said Turkey had fallen substan-

tially behind the curve in terms of interest
rate normalization.  “We’re not very positive
on Turkey in the near term- eventually hope-
fully enough pressure is brought to bear that
they push rates up and the currency then
does better,” he said.  “It’s an ugly looking
situation made worse by political issues.”

The yield on the benchmark 10-year local
sovereign bond leapt to a record high of
13.52 percent and the average yield spread
of Turkish sovereign dollar-denominated
bonds over US Treasuries on the JPMorgan
EMBI Global Diversified index held at their
widest level since March.

But some Turkish banks’ dollar-denomi-
nated bonds continued to trade near multi-
month lows, with Halkbank’s July 2021 issue
at its lowest since end-March.  Turkish con-
sumer confidence fell to 65.2 points in
November, the lowest level this year, reflect-
ing a pessimistic outlook.

The poor performance of Turkish assets
contrasted with a rally elsewhere across
emerging markets. In currencies, the South
African rand was up 0.4 percent and trading
at near one-month highs, benefiting from the
dollar’s retreat following dovish comments
from US Federal Reserve Janet Yellen. South
African consumer inflation slowed as
expected to 4.8 percent year-on-year in
October.  Asian currencies were almost uni-
formly stronger, with Malaysia’s ringgit up

0.7 percent to a more than one-year high
after central bank comments that the curren-
cy was “far from reflecting its fair value”.
But Mexico’s peso weakened 0.3 percent
after the US, Mexico and Canada failed to
resolve any major differences in a fifth round
of NAFTA renegotiations. 

MSCI’s benchmark emerging stocks
index rose 0.5 percent to fresh six-year
highs, led by Asian technology shares.
Taiwan stocks touched 27-year highs and
Hong Kong shares hit a decade peak.

In emerging Europe, Budapest shares led
the pack, up 1.4 percent. And the Hungarian
forint weakened further against the euro,
standing just off seven-month lows hit on
Tuesday after the central bank took steps to
further flatten the yield curve. 

A 13.5 percent surge in gross wages is
not expected to deter the bank from its
loose policy.  The Czech crown reached its
strongest levels since June 2013, buoyed by
expectations for continued central bank rate
hikes, whilst the Polish zloty hit four-month
highs. Lebanon dollar bonds were mainly
firmer and five-year credit default swaps fell
13 bps from Tuesday’s close to 553 bps,
according to IHS Markit after Saad al-Hariri
suspended his decision to resign as prime
minister at the request of President Michel
Aoun to allow for dialogue, easing a major
political crisis. — Reuters 
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LONDON: Britain’s Treasury chief has outlined
cautious spending plans to a nation bracing for the
shock of Britain’s departure from the European
Union amid a steady worsening in economic fore-
casts. Philip Hammond revealed yesterday a deteri-
orating outlook, as a slowing economy and stub-
born deficit mean there is little money to increase
public spending in the face of demands from
teachers, firefighters and the military. Adding to the
pressure is the government’s need to preserve
state coffers for potential Brexit turmoil. Hammond
offered 3 billion pounds ($3.9 billion) over two
years to prepare for Brexit, and some relief for
first-time home buyers, but otherwise sidestepped
eye-popping initiatives. “We are at a turning point

in our history,” Hammond told the House of
Commons. “And we resolve to look forwards, not
backwards. To build on the strengths of the British
economy.”

Hammond, who has been nicknamed “Eeyore”
because of his cautious approach, had been under
pressure to appear upbeat about the economy’s
prospects after Brexit. Prime Minister Theresa
May’s weakened government was hoping for
excitement without controversy - particularly since
anything too revolutionary might get voted down.

He tried to paint an optimistic vision of a “glob-
al Britain” that would embrace the technological
revolution and capitalize on the opportunities pre-
sented by leaving the EU. He promised an

approach that would be “balanced” amid pleas to
end austerity. And though Hammond did his best to
sound cheerful, the section of the speech that he
himself described as “economicky” revealed the
painful truth. The economy is slowing.

The independent Office of Budget
Responsibility now expects to see economic grow
of 1.5 percent in 2017, 1.4 percent in 2018, and 1.3
in 2019 and 2020, before picking back up to 1.5,
and finally 1.6 percent in 2022. By contrast, the
neighboring eurozone is booming, with annual
growth of about 2.5 percent at last count.

At the same time, British public finances are
weakening. Public borrowing rose more than
expected in October, driven by higher borrowing

costs. Borrowing is at a similar level to that before
the 2007-2008 financial crisis, the House of
Commons said. Public sector net debt now totals
87.2 percent of gross domestic product, compared
with less than 40 percent in 2007, the Office for
National Statistics said Tuesday.

The Office of Budget Responsibility has warned
that it will also cut its forecast for productivity over
the next five years. That is expected to mean lower
tax revenues for the state and make it harder for
Hammond to ease austerity and boost public sec-
tor pay. “Mr Hammond is like David throwing peb-
bles at the Goliath of the productivity and growth
challenges that the UK faces after Brexit,”
Aberdeen Standard Investments chief economist

Lucy O’Carroll said. “Today could have been a
golden opportunity to take a distinct, long-term
view of the UK’s prospects, tackling the country’s
productivity performance head on... Unfortunately,
the Chancellor lacks the political capital to take
such a dynamic approach.” Opposition leader
Jeremy Corbyn was quick to challenge the result.

“Our country . is marked by growing inequality
and injustice. We were promised, with lots of hype,
a revolutionary budget,” he said. “The reality is
nothing has changed. People were looking for help
from this budget and they’ve been let down, let
down by a government that like the economy
they’ve presided over is weak and unstable and in
need of urgent change.” — AP
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LONDON: British Chancellor of the Exchequer Philip Hammond (center) poses with the Budget Box as he stands with members of his ministerial team yesterday
before presenting the government’s annual Autumn budget to the parliament. — AFP

GENEVA: The World Trade Organization agreed
yesterday to hear Qatar’s complaint against the
United Arab Emirates over a five-month old
blockade that has triggered a diplomatic crisis in
the Gulf. 

Qatar turned to the WTO in August, insisting
it was the victim of an “illegal siege” perpetrated
by Saudi Arabia, the United Arab Emirates and
Bahrain, which have cut ties with Doha over its
links to Iran and accusations that it supports
extremists. In the initial WTO filing, Qatar
requested “consultations” with its rivals, a proce-
dural move required by the Geneva-based
organization before a Dispute Settlement Body
panel (DSB) can be set up. 

Last month Doha made an initial request for a
DSB to hear its case against the UAE. Abu Dhabi
rejected that bid.  Qatar then made the request a
second time, which according to the WTO’s often
quirky rules, triggered the automatic creation of
a panel.  “The WTO’s Dispute Settlement Body
agreed today, 22 November, to establish a panel
to rule on Qatar’s complaint regarding various
measures imposed by the United Arab Emirates

restricting trade in goods and services with
Qatar and the protection of Qatari intellectual
property rights”, a statement from the Geneva-
based trade body said.  It was not immediately
clear why Qatar is pursuing the UAE case sepa-
rately from its complaints against Saudi Arabia
and Bahrain, after initially filing a joint case
against the three nations.  The WTO’s dispute
settlement process can take months, if not years,
with initial rulings typically subject to appeal.
Doha categorically denies that it supports
extremism. The gas-rich emirate has pivoted
closer to Iran through the crisis. — AFP
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GENEVA: Brazilian Roberto Azevedo, Director
General of the World Trade Organization
speaks during the opening session of the
Global Deal and Trade, Making Globalization
Work for Everyone, at the headquarters of the
WTO in Geneva yesterday. — AP


