
BEIRUT: Lebanon is mired in an economic crisis
branded by the World Bank as one of the worst in
modern times, but officials are yet to strike an inter-
national bailout deal. The financial meltdown began
in 2019, and Lebanon defaulted on its debt last year.

Politicians have failed to enact significant reforms
to rescue the Mediterranean country, and many
blame the ruling class and central bank policies for
the crash. What is delaying progress on talks with
the International Monetary Fund (IMF) to strike a
deal and unlock crucial donor funds?

How bad is the crisis? 
Lebanon’s GDP has plummeted from about $55

billion in 2018 to a projected $20.5 billion in 2021, a
“brutal contraction” that the World Bank says “is
usually associated with conflicts or wars”.
Negotiations with the IMF opened in May 2020,
but after two months they stalled amid arguments
over the size of financial losses.

Talks resumed in September this year after the
formation of a new government headed by Prime
Minister Najib Mikati. Lebanese officials have yet
to submit a plan for negotiation.

But they have since agreed that financial sector
losses amount to around $69 billion, according to
Deputy Prime Minister Saade Chami, who is leading
Lebanon’s IMF negotiation team.

The Lebanese pound has lost more than 90 per-
cent of its value in two years, and four out five
Lebanese are living under the UN’s poverty thresh-
old. Even though the official value of the pound still
stands at 1,507 to the dollar, the central bank has
adopted multiple exchange rates to try to combat
its devaluation on the black market. A unification of

the different rates “would not be possible” without
an IMF deal and political consensus, central bank
governor Riad Salameh said this month, adding that
$12-15 billion was needed to kickstart recovery.

What’s on the table? 
Lebanese officials met IMF delegates in early

December to discuss “economic policies that will be
an integral part of the funding program that
Lebanon could receive,” Chami said. Restructuring
Lebanon’s banking sector-a longstanding demand
of donors-was among the topics discussed, he
added.

“We need to prepare, in cooperation with the
IMF, a comprehensive economic recovery plan that
will be sent to the (IMF’s) funding board for
approval,” Chami said. The Lebanese government-
which has not met since October due to a political
dispute over the fate of investigations into the
August 2020 Beirut port blast-must also sign off on
a deal, Chami added.

He said Lebanon could see “concrete results” as
soon as January, but warned that the government
must “show it is committed to reforms” before any
agreement is reached.

Lebanon’s prime minister said Tuesday that the
first official meeting with the IMF would take place
on January 15. The visiting IMF delegation will
review the progress the government has made, and
may return in early February to finalise a deal,
Mikati added.

To audit or not? 
A financial audit of the central bank is among the

top demands of international donors, and is widely

viewed as a precondition for an IMF agreement.
The Alvarez & Marsal (A&M) firm launched an
audit in September 2020, but was forced to pull out
two months later because the central bank failed to
hand over necessary data.

In October this year, Lebanese President Michel
Aoun said the company would resume its work, and
it is due to submit its report to the government next
month. Former vice governor of the central bank,
Nasser Saidi, suggested the IMF would want to

examine the audit, but Chami said no demands had
yet been made. “We don’t know if a forensic audit,
or any audit, will be part of a potential IMF pro-
gram,” Chami said.

A potential IMF agreement will ultimately bring
in other donors, such as the World Bank and Gulf
Arab states, who may demand it as a precondition
for support. “We need to understand what is going
on inside the central bank,” Chami said. “There is a
total lack of transparency.” —AFP
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Stocks fall as
investors look
to uncertain 2022
NEW YORK: Stock markets mostly
retreated yesterday as a “Santa Claus
rally” showed signs of fatigue amid lin-
gering fears over the Omicron variant
and uncertainty about economic
prospects for 2022. COVID-19 cases
have surged across the world, prompting
governments to impose new measures to
limit contagion while the travel industry
faced thousands of flight cancellations.

Oil prices dropped yesterday, while
the dollar steadied against major rivals.
Warnings from the World Health
Organization that the risk from the vari-
ant remains “very high” have compound-
ed the sense that the pandemic is far
from over, though data showing a
reduced risk of hospitalization has lifted
spirits. “With market activity much
reduced for the holiday season, investors
continue to tentatively price in a global
recovery hitting a minor bump, and not a
pothole,” noted Jeffrey Halley, senior
market analyst at OANDA trading group.

Reflecting the uncertainty, Tokyo
closed lower in thin holiday trade yester-
day, with the market weighed down by
US futures losses. But London rose in
midday deals, as the benchmark FTSE
100 index resumed trading after a long
holiday weekend. UK traders were
catching up with gains across eurozone
indices on Tuesday.

China’s main stocks index fell in a
slide analysts attributed partly to losses
for major liquor brands-including
Kweichow Moutai, one of the world’s
biggest drinks companies. Expectations
that the country’s central bank will add
further stimulus in 2022 offered some
hope. Trading volumes remain thin going
into the new year, when prospects for
global growth and the long-term impact
of the Omicron variant are expected to
become clearer.

Moody’s economist Mark Zandi said
in a note the Omicron wave would dent
growth in the first quarter, but “not
have a material impact” on 2022 over-
all because of a rebound later in the
year. “Even after the Omicron wave
abates, there will almost surely be oth-
ers. But we expect each new wave to
be less disruptive to the healthcare
system and economy than the wave
before it,” he said. —AFP
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Euro banknote
artist fears
redesign could 
revive rivalries
FRANKFURT: Twenty years after
arriving in Europeans’ wallets, euro ban-
knotes will get a new look with help
from the public, a process officials hope
will make citizens feel closer to the sin-
gle currency. But the Austrian artist
behind the original banknotes fears the
redesign could spark national rivalries,
something he painstakingly tried to
avoid with neutral illustrations the first
time around. Now retired, Robert Kalina
was working as a graphic designer for
the Austrian National Bank when he won
a competition in 1996 to create the art-
work for the first-ever euro notes.

“It’s incredible to think that the euro
is already 20 years old, I hope it stays
around for a long time to come,” he told
AFP. Kalina’s designs were initially print-
ed on 14.5 billion banknotes in denomi-
nations ranging from five to 500 euros.

The bills in circulation have since
almost doubled in volume and found
their way into the hands of some 350
million Europeans and many more peo-

ple around the world. 

A challenge 
Euro coins, which are minted by euro

members, have a shared image on one
side and a country-specific one the other.
Ireland for instance opted for a harp,
France for a tree. But euro banknotes are
issued by the European Central Bank, and
their designs had to be identical across
the euro region and avoid “national bias”.
The challenge for Kalina was coming up
with illustrations all Europeans could

identify with, without stirring nationalist
sentiments or appearing to favor one
eurozone nation over another.

“Portraits might have been allowed,
but only if the faces were anonymous. I
excluded that option right away,” Kalina
said. He decided to focus on architec-
ture. Drawing on inspiration from exist-
ing buildings, Kalina simplified and
reworked their depictions with the help
of engineering experts, to ensure the
structures “were no longer recogniza-
ble” but still believable.

His bridge designs, showcasing dif-
ferent historical styles in Europe, sym-
bolize the connection between eurozone
citizens, “but also between the
European Union and the rest of the
world”. The windows and doorways on
the other side of the notes stand for
“openness and a vision of the future”.

Despite the numerous crises that
have rocked the currency since its birth,
Kalina says the ideals he sought to por-
tray are “still valid”. But earlier this
month, the ECB said the bills were ready
for a makeover, announcing a design
and consultation process with a decision
expected in 2024.

Jealousy? 
“After 20 years, it’s time to review the

look of our banknotes to make them
more relatable to Europeans of all ages
and backgrounds,” said ECB president
Christine Lagarde. Euro banknotes are
“here to stay”, she said, although the
ECB is also considering creating a digi-
tal euro in step with other central banks
around the globe. The ECB will rely on a
19-person panel of experts for the ban-
knote design-one from each euro
nation-and consult the public along the
way. “The question is whether people
have come far enough to accept, for
example, famous people being repre-
sented”, even if they are linked to a par-
ticular country, Kalina said. —AFP

This file photograph taken on January 27, 2020, shows euro banknotes and
coins in Dortmund, western Germany. 

Philippines lifts 
ban on new 
open-pit mines
MANILA: The Philippines has lifted a four-year ban
on new open-pit mines, an official said yesterday, in a
bid to revitalize the country’s coronavirus-battered
economy slammed by activists as “short-sighted”.

The move sees the Philippine government reverse
a ban imposed in 2017, when the then-environment
minister blamed the sector for widespread ecological
damage. Manila has since reversed course, encour-
aging mining investments to shore up government
revenues as lockdowns and quarantine restrictions
ravaged the economy. In April, President Rodrigo
Duterte-who had previously threatened to shut down
the sector completely-lifted a nine-year ban on new
mining deals set by his predecessor.

Wilfredo Moncano, the director of the mines and
geosciences bureau (MGB),  said yesterday that the
environment secretary Roy Cimatu had signed an
order lifting the ban on open-pit mining in the coun-
try. “We offered the mining [industry] as a potential
contributor to the recovery of the economy,”
Moncano said.

“Once these are commercially producing... these
are the ones that will be helping pay our loans to fight
the pandemic.” Moncano said about nine prospective
mining projects stand to benefit from the order and

that the government could generate up to 80 billion
pesos ($1.6 billion) in  taxes and royalties annually
once commercial operations begin. Open pit mining
directly extracts minerals on the ground and differs
from other methods that require tunneling or under-
ground mining. The Philippines is one of the world’s
biggest suppliers of nickel ore and is also rich in cop-
per and gold, but the government estimates 95 per-
cent of its mineral resources remain untapped.

Mining revenues contributed less than one per-
cent of GDP to the economy last year, according to
government data. The Chamber of Mines of the
Philippines welcomed the decision to lift the ban,
saying it “will enable the industry to contribute
more to our country’s economic recovery”. But
anti-mining advocates said the decision was a
“short-sighted and misplaced development priority
of the government”. —AFP

Sri Lanka 
downplays 
default fears
COLOMBO: Sri Lanka’s central bank sought
yesterday to downplay fears of a debt default,
saying its foreign currency reserves had almost
doubled and would remain “comfortable”
throughout 2022.

The tourism-dependent economy was ham-
mered by the pandemic and the government
has imposed a broad import ban to shore up
forex reserves, triggering shortages of essen-
tial goods such as fuel and sugar. Earlier this
month, ratings agency Fitch downgraded Sri
Lanka, seeing an “increased probability of a
default event in coming months” on the coun-
try’s $26 billion in foreign debt.

The central bank said Wednesday, however,
that its foreign currency reserves had almost dou-
bled to $3.1 billion from $1.6 billion last month, a
level that was only sufficient to pay for a month’s
imports. “Accordingly, the Government and the
Central Bank are confident that the reserve posi-
tion will remain at comfortable levels throughout
the year 2022,” the bank said in a statement. It
also hit out at the “hasty and inexplicable deci-
sions” of rating agencies. —AFP

The Philippines has lifted a four-year ban on new
open-pit mines, an official said yesterday.


