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ANKARA: Turkish President Recep Tayyip
Erdogan defended yesterday his “risky but cor-
rect” economic policy of low interest rates as the
central bank intervened in markets to prop up the
falling lira. Turkish households are under acute
pressure with a currency crisis diminishing Turks’
purchasing power as inflation remains high and the
lira keeps hitting record lows.

Under pressure from Erdogan, who has sacked
three governors since 2019, the central bank made
a series of rate cuts since September despite dou-
ble-digit inflation. The Turkish leader goes against
conventional economic thinking to claim high inter-
est rates cause high inflation, and vowed again to
keep the main rate low.

“What we are doing is right. We have made and
are making a politically risky but correct plan,”
Erdogan told ruling party lawmakers in parliament
in Ankara. “The world knows how uncomfortable I
am with high interest rates. I have never been pro-
interest rates. I wasn’t today and I won’t be tomor-
row,” the president added.

He said Turkey had moved away from a policy
based on high rates and instead switched to a
growth strategy based on investments, employ-
ment, production and exports. The focus on growth
is paying off as the economy recorded growth of
7.4 percent year-on-year in the third quarter of
2021, official data published on Tuesday showed.

Turkey’s economy is expected to grow by nine
percent this year and 3.5 percent in 2022, accord-
ing to the European Bank for Reconstruction and
Development.

Growing concerns 
Shortly before Erdogan’s address, the central

bank intervened to support the embattled lira
which has lost nearly 30 percent in value against
the dollar in a month. The bank said in a statement
it “started to conduct transactions at Borsa
Istanbul Derivates Market (VIOP) due to unhealthy
price formations in exchange rates.”

The lira rallied following the announcement,
gaining nearly three percent in value to reach 13.02
lira for one dollar. It has lost over 43 percent in val-
ue against the dollar since the start of 2021. After
the 2018 currency crisis, the central bank’s foreign
exchange reserves — worth $128 billion according

to the opposition — were used to support the lira.
But the Turkish leader last month hailed the

bank’s strong reserves, which he said had grown to
$127 billion. Before the intervention, “there was a
growing chorus of concern around the imposition
of capital controls,” emerging markets economist
Timothy Ash said in a note to clients.

“If people think capital controls are coming
then the next step is a risk of a run on bank
deposits. We have not seen that yet, but any hint
of capital  controls and risks there would
increase,” Ash added.

Minimum wage debate 
The net monthly Turkish minimum wage is

2,825.90 liras. That is worth $214 today but was
worth around $380 in January this year. Official
discussions on increasing the minimum wage began
yesterday, led by the labor minister with expecta-

tions that it could rise by 30 percent. The issue
matters since six million people in Turkey receive
the minimum wage and Erdogan is keenly aware of
the importance in making sure the economy is
healthy and people feel comfortable ahead of elec-
tions in 2023.

Consumer prices data for November will be
announced on Friday, the first set of data since the
latest currency crisis. Annual inflation was 19.89
percent in October.

But Erdogan appeared to dismiss concerns over
the exchange rate. “What you call the exchange
rate rises today, falls tomorrow. Inflation increases
today, falls tomorrow.” But he said the government
“understands sincere concerns” over uncertainty
driven by soaring prices and fluctuations in the
currency, he said, adding that they were “carefully
monitoring” the situation. “This is our job,” said
Erdogan. — AFP

ISTANBUL: The Turkish lira has lost over 43 percent in value against the dollar since the start of 2021. —AFP
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Lockdowns sink 
Australian economy 
in third quarter
SYDNEY: Pandemic-induced lockdowns
caused Australia’s economy to shrink 1.9 per-
cent in the third quarter, a downturn that
bucked the trend of a steady recovery in other
wealthy nations. The Australian Bureau of
Statistics yesterday reported the country’s sec-
ond quarterly contraction since the pandemic
began-and one of the largest contractions on
record-sparked by long-running containment
measures in populous states.

Sydney, Melbourne and Canberra were all
closed for chunks of the quarter, causing house-
holds to spend dramatically less on services. There
was a 21 percent drop in spending on hotels, cafes
and restaurants and a 40 percent drop in spending
on transport. The downturn was out of step with
other major economies such as Canada, India,
Japan, the United States and the eurozone, which
all saw growth during the period as they reopened
for business. Economists had forecast a 2.8 per-
cent contraction, but increased exports appear to
have come to the rescue-buoyed by high coal and
gas prices. The economy is widely expected to
bounce back in the final quarter of the year.

“These data show the significant disruption
caused by lockdowns in the two largest states,
they are now firmly in the rear-vision mirror,”
said NAB chief economist Alan Oster. He added
that indicators of more recent activity suggest
“a very solid rebound is already underway”.
The latest figures will further raise concern
about the potential impact of the Omicron vari-
ant, with Moody’s Investor Service yesterday
warning the new strain “poses new risks to the
global economic growth and inflation outlook”.
With 87 percent of over-16s now fully vacci-
nated, there are hopes that further lockdowns
can be avoided. —AFP

Biden ‘frustrated’ 
by ‘bragging’ big 
oil CEOs: W House
WASHINGTON: President Joe Biden is “frustrat-
ed” by big oil CEOs “bragging” about profits when
fuel prices are soaring for ordinary Americans, the
White House said Tuesday. A painful hike in the
cost of gasoline is spearheading an overall inflation
problem and hitting Biden’s popularity ratings.

The White House says that oil companies may
be illegally profiteering and has asked the Federal
Trade Commission to investigate. In strong com-
ments to reporters, Press Secretary Jen Psaki
questioned why gasoline prices were so high in fill-
ing stations when crude oil is trading sharply lower.

“I will say, yes, we’re frustrated. We’re frus-
trated because you’ve seen a decrease in oil
prices. You’ve not seen a decrease in gas” prices,
she said. “It doesn’t take an economist-it doesn’t
take an oil market expert to recognize that. That
doesn’t sound, look or smell right.” “We see oil
company CEOs bragging about the profits they
make when gas company prices go up,” Psaki
said. “This is a real impact on the American peo-
ple. It is incredibly frustrating. That’s why the
president is so focused on it.”

Last week, Biden took the unusual measure of
tapping US strategic oil reserves to pump addi-
tional supplies into the market. This was done in
coordination with other major consumer countries
such as China and India.

Biden’s attempt to calm the fuel markets has had
little effect so far. However, news of the potentially
dangerous new Omicron COVID-19 variant has
sent crude oil prices sharply down. — AFP

Global economy 
rebounds, but 
for how long?
WASHINGTON: The world economy woke up from
its pandemic-induced coma in 2021, but soaring infla-
tion, global supply chain bottlenecks and a resurgent
coronavirus have taken the shine off the comeback.
Now growth is at risk of weakening next year.

Here is a look at the state of the global economy:
Uneven recovery 

Countries have posted impressive growth fig-
ures as they clawed their way out of the depths of
the 2020 COVID-induced recession, but some are
faring better than others as wealthier countries

have had better access to vaccines. The United
States has overcome its worst downturn since the
Great Depression while the eurozone’s economy
could return to pre-pandemic levels by the end of
the year. But a resurgence of the coronavirus could
scupper the recovery, with the emergence of the

Omicron variant raising new concerns.
“COVID-19 will remain a public health threat,

particularly in countries where vaccination rates
remain low,” said analysts at Moody’s credit ratings
agency. With a 2.5 percent vaccination rate, the
economy of sub-Saharan Africa is growing at a
slower click, according to the International
Monetary Fund. Most emerging and developing
countries should remain far behind their pre-pan-
demic forecasts by 2024, the IMF says. Central
banks in Brazil, Russia and South Korea have
raised interest rates to combat rising inflation, a
move that could rein in growth. China, the world’s
second biggest economy and a driver of global
growth, is facing a slew of risks: New coronavirus
cases, an energy crunch and fears over the debt
crisis at real estate giant Evergrande.

Inflation soars 
Inflation has accelerated to multi-year highs

around the world, as consumers returned with a
vengeance and industries faced shortages. Prices
have soared across the board, with oil, natural gas
and raw materials such as wood, copper and steel
going through the roof. “The biggest surprise of
2021 has been the goods-led inflation surge,”
Goldman Sachs analysts wrote in a 2022 outlook.
Central banks insist the inflationary pressure is a
temporary consequence of economic activity
returning to normal this year after it came to a
halt when the pandemic erupted in 2020.

Stock markets have hit new record highs this
year, but investors are concerned that central
banks will withdraw their stimulus programs and
raise interest rates earlier than expected to tame
inflation. “The question is whether we really are in
the end of the crisis,” said Roel Beetsma professor
of macroeconomics at the University of
Amsterdam. 

Industries have struggled to keep up with a
surge in demand from consumers. Global trade has
been disrupted by insufficient shipping containers,
congestion at ports and labor shortages. One key
component that is hard to come by these days is
semiconductors, chips used in everything from
phones to video game consoles to the electronic
systems of cars. The shortage has been so bad that
several automakers have had to temporarily halt
production at some factories. —AFP

MANILA: People cross a street to shop in the
Divisoria district of Manila on Tuesday. —AFP


