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ANKARA: Turkey’s consumer prices have soared
by the highest rate since 2002, further undermin-
ing President Recep Tayyip Erdogan’s unorthodox
battle for his developing country’s “economic
independence”. Analysts attribute the jump of the
official reading to 36.1 percent last month to the
surging cost of imports, which range from energy
to many of the raw materials Turkey’s manufactur-
ers turn into exports.

Those costs jumped because of a historic col-
lapse of the lira, which last year lost 44 percent of
its value against the dollar. But ultimately, analysts
blame both inflation and the lira crisis on Erdogan’s
fervent belief that high interest rates cause infla-
tion. Conventional theory says the opposite is true
because higher interest rates slow economic activi-
ty by making borrowing more expensive and pro-
viding incentives for people to keep their money in
the bank. Here is a summary of Turkey’s economic
conundrum.

How did the problems start? 
Calling high interest rates “the mother and father

of all evil”, Erdogan orchestrated a series of rate
cuts starting in September that further undermined
economists’ trust in the central bank’s independ-
ence. Erdogan, who has sacked three central bank
governors since July 2019, has refused to accept
any responsibility for the lira’s collapse or subse-
quent jump in prices.

“I reject policies that will condemn our people
to unemployment, hunger and poverty,” he said last
year, calling on his supporters to be patient.

The Turkish currency weakened on Monday,
trading at 13.4 lira to the dollar, after the inflation
data was published. It fell as low as 18.4 to the dol-
lar at the height of the crisis last month, after start-
ing the year around the 7.4 mark.

How bad is the crisis? 
Turkey’s official inflation target is five percent,

but it has remained in the double digits for the past
two years. The monthly inflation reading has turned
into a contested political issue, with opposition
leaders claiming the government is underreporting
the actual price jumps, a charge it denies.

Independent economic institutes such as the
Inflation Research Group (ENAG) calculated last
month’s annual inflation rate at 82.8 percent.

“Even in the figures they make up, domestic
producer inflation is nearly 80 percent,” main
opposition party leader Kemal Kilicdaroglu tweet-
ed on Monday. The opposition is demanding snap
elections to address the crisis, but Erdogan insists
they will go ahead as planned in June 2023.

The cost of living is expected to rise further,
especially after hikes in the price of consumers’
electricity and gas bills of around 50 and 25 per-
cent respectively.

What does Erdogan expect? 
The president is prioritising growth, with the

economy expected to expand by nine percent in
2021 and 3.5 percent in 2022. During another cur-
rency crisis in 2018, the central bank aggressively
hiked the main interest rate, but the likelihood of a
repeat under a more determined Erdogan is low.

Erdogan has previously cited Islamic rules
against usury to justify not increasing rates, sug-
gesting those who try to preserve their savings by
converting them into foreign currency and gold
were traitors.

Some experts believe Erdogan may be trying to
make Turkey more attractive as a hub for cheap
production, with local wages worth less in dollar
terms. During a televised speech in Istanbul,
Erdogan on Monday hailed a 32.9 percent year-on-

year increase in exports to $225.3 billion in 2021.

How has Erdogan responded? 
Aware of the importance given to the lira’s val-

ue against the dollar and euro by consumers and
businesses, Erdogan last month unveiled a new
policy to defend local currency holdings against
fluctuations in the exchange rate. While the lira
has since rallied, experts question whether it is
sustainable and will be enough to avoid further
currency weakness.

Turkey’s net foreign currency reserves fell to
$8.6 billion last week - from $21.2 billion two
weeks earlier — further supporting opposition
claims that the government was running out of
money while indirectly trying to support the
exchange rate. The government has only reported
limited currency interventions. Erdogan has also
raised the monthly minimum wage to 4,253.40
liras (about $315), which is still lower in dollar
terms than what the minimum wage was worth in
January 2021. — AFP

The lira has shed two-thirds of its value in five years.
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Erdogan trying to make Turkey attractive as a hub for cheap production

NY subpoenas 
Trump, children 
in fraud probe 
NEW YORK: New York’s top justice offi-
cial has subpoenaed ex-president Donald
Trump, his son Don Jr. and daughter Ivanka
in her investigation into the family’s busi-
ness deal ings, a court f i l ing showed
Monday. State Attorney General Letitia
James, a Democrat, issued the subpoenas
seeking their testimony in her years-long
civil probe last month, according to the
document.

The f i l ing came to l ight after the
Washington Post reported in December
that James had asked Trump to testify in
person at her office on January 7. Monday’s
legal filing was the first time investigators
have said that they also want to quiz
Trump’s two eldest children under oath.

Following the Post’s report, Trump sued
James, arguing that she was violating his
constitutional rights with a politically moti-
vated investigation. “Despite numerous
attempts to delay our investigation by the
Trump Organization, we are confident that
our questions will be answered and the
truth will be uncovered because no one is
above the law,” said a spokesperson for
James on Monday.

The Trumps urged a court to “quash” the
subpoenas, a legal fi l ing showed. “Her
(James’s) actions are a threat to our democ-
racy and I plan to hold her accountable to
the fullest extent,” said Trump lawyer Alina
Habba.

James is probing whether the Trump
Organization may have illegally reported
false values on its properties, potentially to
gain banking and tax advantages. She
launched her investigation in March 2019
and suspects that the Trump Organization
fraudulently overstated the value of certain
properties when seeking bank loans, and
later reported much smaller values when
declaring assets so it could pay less tax.

Trump’s son Eric, who is executive vice
president of the Trump Organization, was
interviewed by James’s office on the issue
in October 2020. The former president is
facing pressure from several legal probes.
In Washington he is trying to prevent a
congressional probe into the January 6
attack by his supporters on the US Capitol
from accessing White House records relat-
ed to that day.

The Trump Organization is under inves-
tigation by the Manhattan district attorney
for possible financial crimes and insurance
fraud. In July, the Trump Organization and
its long-serving f inance chief , Al len
Weisselberg pleaded not guilty in a New
York court to 15 felony fraud and tax eva-
sion charges.

His trial is due to begin in the middle of
this year. Trump was also questioned for
more than four hours in October as part of
a lawsuit by a group of protestors who
allege that his security guards assaulted
them six years ago. He is also battling to
prevent years of his tax returns from being
released to prosecutors. — AFP

WASHINGTON: President Joe Biden
offered independent US farmers $1
billion in aid Monday as part of a bat-
tle against meatpacking giants he
accuses of building monopolies to
squeeze out smaller competitors.
“We’re here to talk about strengthen-
ing competition, which will bring
down costs,” Biden told a virtual
meeting of independent farmers and
meat producers.

Calling the meat industry a “text-
book example” of too much market
power in the hands of a few, Biden
said that “four big corporations con-
trol more than half the markets in beef,
pork and poultry.” “Capitalism with-
out competition isn’t capitalism. It’s
exploitation,” he said. “That’s what
we’re seeing in meat and poultry.”

The White House unveiled an aid
package including $375 million in
grants to support independent meat
processing plans and $275 million in
loans at favorable rates for smaller
businesses. Biden was joined by the
attorney general and secretary of
agriculture, who argue that multina-
tional meatpacking companies have
taken advantage of the economic
slump during the Covid pandemic to
gouge consumers-something the

companies and some economists
dispute.

Price rises for Americans’ beloved
steaks and hamburgers are among the
leading items driving soaring inflation,
a phenomenon that has badly hurt
Biden politically, clouding what has
otherwise been a generally healthy
recovery from the pandemic economic
shutdown.

November inflation hit 6.8 percent,
the highest peak since 1982, while
beef prices shot up 20.9 percent that
month, pork rose 16.8 percent and
hamburger meat 13.9 percent.
Inflation is being driven partly by
enormous supply chain disruption
across the world economy, as indus-
tries come back from the global slow-
down at different speeds and demand
outstrips supply.

Biden’s critics claim that the presi-
dent has fed inflation further with
heavy government spending, while his
Democrats say the spending programs
saved the economy from even deeper
damage. Meat price rises are a politi-
cally sensitive area, along with gaso-
line prices, which have also hit alarm-
ing new highs.

Biden has been outspoken for
months against the top processors,

who handle most of the meat bought
from farmers. “Our overreliance on
just a handful of giant processors
leaves us all vulnerable, with any dis-
ruptions at these bottlenecks rippling
throughout our food system,” the
White House said.

But Neil Bradley, a senior figure at
the US Chamber of Commerce, said
consolidation in the meatpacking

industry had been going on for years,
without driving up prices. “The factors
driving meat prices higher include
increased demand, Covid-related sup-
ply chain disruptions, and increased
input costs, especially higher energy
and labor costs,” he said. The White
House policy will “likely further con-
strain supply and push prices even
higher,” he predicted. — AFP
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WASHINGTON: US President Joe Biden speaks during a virtual meeting about reducing
the costs of meat through increased competition in the meat processing industry in
the South Court Auditorium at the Eisenhower Executive Office Building in Washington,
DC.— AFP

COVID-hit cruise 
ship halted in 
Indian waters 
PANAJI: More than 2,000 people travelling on a
cruise ship in Indian waters have been prevented
from disembarking after a COVID outbreak on
board, authorities said Monday. The Empress set
sail from Mumbai to the former Portuguese colony
of Goa but was stopped by port authorities near its
destination at the city of Vasco on Sunday after the
infections were detected.

At least 66 people aboard the ship have tested
positive for the virus, Eugene D’Souza, a patholo-
gist at the nearby Victor Hospital, told AFP. “It has
been decided those who have tested positive will be

hospitalised or home quarantined,” he added. Goa
health minister Vishwajit Rane said Monday author-
ities were deciding whether to allow passengers to
leave the ship, operated by Indian company
Cordelia Cruises.

The cruise industry worldwide is struggling to
get back on its feet after voyages were halted at the
start of the pandemic and several vessels were hit
by outbreaks. Goa’s expansive beaches and lush
wilderness are popular destinations for overseas
and local tourists. The area has seen steadily rising
COVID numbers with an influx of visitors over the
festive season.

Officials elsewhere in India have fretted over the
arrival of the Omicron coronavirus variant and a
sudden jump in daily infections. Some of India’s
biggest urban centres imposed fresh movement
restrictions last week, with overnight curfews in
effect in the capital New Delhi and tech hub
Bangalore. — AFP

Spain’s jobless 
number posts 
record fall 
MADRID: The number of registered jobless in
Spain posted a record drop in 2021 as the relaxation
of pandemic restrictions boosted its key tourism
sector, official statistics showed yesterday. The
number of people registered as being out of work
dropped by 782,232 last year over 2020 to stand at
3.1 million at the end of December, the labour min-
istry said.

That is the biggest drop since the current statis-
tical series began in 1996 and the lowest number of
jobless in the month of December since 2007, it
added. The number of registered jobless fell by 2.4
percent, or 76,782 people, in December from
November-the 10th consecutive month of falling
unemployment figures.

“The date once again reflects the progress of
Spain’s recovery,” Socialist Prime minister Pedro
Sanchez tweeted. Spain’s tourism-dependent econ-
omy contracted by 10.8 percent in 2020, one of the
worst results among industrialised countries.

But the eurozone’s fourth-largest economy
returned to growth in the second quarter of this
year as global tourism picked up. Before the pan-
demic hit in spring 2020, Spain was the world’s sec-
ond-most popular tourist destination after France,
and the sector accounted for around 12 percent of
the economy.

Spain welcomed 28.2 million foreign tourists dur-
ing the first 11 months of the year, 9.9 million more
than in the previous year, national statistics institute
INE said yesterday. The Spanish government had
hoped to attract around 45 million tourist visits in
2021, approximately half the figure for 2019 before
the pandemic hit. — AFP

MUMBAI: Cruise ship Cordelia Empress, where more than 2,000 people on board were prevented from disembarking in
Goa after a crew member tested positive for the COVID-19 coronavirus, enters the harbour in Mumbai yesterday. —AFP


