
ISTANBUL, Turkey: Turkey’s central bank on
Thursday stunned the markets by lowering its main
interest rate even as inflation soared to a 24-year high
and looks set to climb further.

The central bank said “recession is increasingly
assessed as an inevitable risk factor” as it lowered its
one-week repo auction rate to 13 percent from 14 per-
cent. “Just insane — with inflation at 80 percent and
rising,” BlueBay Asset Management economist
Timothy Ash remarked in an emailed comment.

“Turkey’s central bank (has) stepped up its fight
against economic orthodoxy,” Jason Tuvey of Capital
Economics added in an ironic note. “The move
increases the risk of yet another currency crisis.”

The Turkish lira lost one percent of its value against
the dollar within moments of the announcement.
Turkey’s monetary policy decision contradicts the
approach pursued by most other countries as they try
to combat the spike in consumer prices caused by
Russia’s invasion of Ukraine.

The war has sent food and energy prices soaring
and forced central banks to raise borrowing costs —
even as economic growth remains anaemic.

But Turkish President Recep Tayyip Erdogan sub-
scribes to the unorthodox belief that high interest rates
cause inflation rather than rein it in. He has fired three
central bank governors since 2019 who have tried to
pursue a more conventional economic course.

Election focus on growth 
Turkey now has a real interest rate of negative 66.6

percent when adjusted for inflation. This forces busi-

nesses and ordinary people to spend as much as pos-
sible before their liras lose even more value with each
month. Turkey’s approach has propelled economic
growth that Erdogan hopes can help him secure a third
decade in power in a general election scheduled for
next June.

But it has been accompanied by a sharp deprecia-
tion of the lira that has eroded living standards and
pushed the financial sector to the brink of crisis.

The Turkish government has adopted a series of
alternative measures to combat inflation which most
economists dismiss as either insufficient or too com-

plex and expensive to work. These include limiting
bank lending and offering state guarantees to ensure
that Turks’ deposits do not lose too much value over
time. The central bank has also dug in deeply into its
foreign currency reserves to try and prop up the lira’s
exchange rate. These interventions have made Turkey
increasingly dependent on deals with petrodollar-rich
nations such as Russia and Ankara’s one-time rivals in
the Middle East. Turkey reported a big jump in its hard
currency holdings this month that the finance minister
linked to a financial transaction with an unnamed for-
eign country.

Media reports said Russia’s state-held nuclear
energy firm Rosatom had transferred billions of dollars
for the construction of Turkey’s first nuclear power
plant. The central bank vowed on Thursday to push
ahead with its “liraisation strategy” aimed at reducing
the use of foreign currency. It also spelled out its sharp
focus on economic growth. “It is important that finan-
cial conditions remain supportive to preserve the
growth momentum in industrial production and the
positive trend in employment,” it said.

Some economists interpreted the rate decision as a
concerted effort by Erdogan’s team to devalue the lira
in order to spur growth through cheaper exports.

Erdogan has touted this export-driven growth as a
“new economic model” that a powerful and independ-
ent Turkey should pursue in order reduce its depend-
ence on global powers. “The need to devalue the lira is
an integral component of this path,” economist Umut
Akcay of the Institute for International Political
Economy tweeted after the rate cut.—AFP
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Turkey stuns markets by cutting 
rate despite soaring inflation

Move increases the risk of yet another currency crisis
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HK sets up task 
force on Southeast 
Asian job scams
HONG KONG: Hong Kong law enforcement on
Thursday announced a task force to track down
and help trafficked residents ensnared by so-
called “boiler room” scams in Southeast Asia that
have become a growing scourge.

In recent months, victims have reported being
lured to countries such as Myanmar, Cambodia,
Thailand and Laos on false promises of romance
or high-paying jobs, and then held against their
will and forced to work, sometimes for months.

These operations have received ongoing news
coverage around Asia, but it caused fresh outrage
in Hong Kong and Taiwan recently after the press
published graphic photos and videos of victims
being threatened and abused. Hong Kong has
received requests for help from 20 people, with
eight of them unaccounted for in Myanmar and
the other 12 confirmed safe, Under Secretary for
Security Michael Cheuk said on Thursday.

“Our top priority at the moment is trying to
secure their safe return,” Cheuk said, adding that
the city will work with Chinese embassies and
local law enforcement. Cheuk urged the public to
exercise caution when travelling to Southeast Asia,
and to avoid the northern and southern parts of
Myanmar.

“Boiler room scam operations really took off in
border areas and special economic zones in
Cambodia, Myanmar and Laos during the pan-
demic,” Jeremy Douglas, Regional Representative
of the United Nations Office on Drugs and Crime
(UNODC) for Southeast Asia, told AFP.

“And in quite a few they’re using trafficked
labour to work the scams. It’s nightmare for law
enforcement and human rights.” Human rights
lawyer Patricia Ho said Hong Kong’s existing laws
were not enough to tackle such scams, as the city
had no legislation that specifically outlawed
human trafficking and forced labour.—AFP

ISTANBUL: File photo shows a money changer counts
Turkish lira banknotes at a currency exchange office in
Istanbul. Turkey’s central bank on August 18, 2022,
stunned the markets by lowering its main interest rate
even as inflation soared to a 24-year high and looks set
to climb further. — AFP

Crisis-hit S Lanka 
warns of record 8% 
economic contraction
COLOMBO: Sri Lanka’s economic meltdown will
result in a record contraction of at least eight percent
this year but the public could soon expect some relief
from runaway inflation, the head of the country’s cen-
tral bank said Thursday. The island nation defaulted on
its $51 billion foreign debt in April and is seeking an
International Monetary Fund bailout after months of
food, fuel and medicine shortages. Its 22 million people

have also suffered through lengthy blackouts and spi-
ralling cost-of-living pressures after scarcity and a
currency crash drove up prices.

The Central Bank of Sri Lanka had already project-
ed the economy could shrink a painful 7.5 percent for
the calendar year, dwarfing the previous record 3.6
percent contraction in 2020 as the pandemic raged.

“But now we think it will exceed 8.0 percent,” gov-
ernor Nandalal Weerasinghe told reporters in
Colombo. He said inflation-officially running at 60.8
percent-will peak at “about 65 percent” in September,
followed by a gradual easing caused by lower demand
and improvements in supplies.

The foreign exchange shortage that sparked the
economic crisis had eased thanks to better currency
inflows and lower imports, he added. “We are now able

to finance the most essential imports such as petrol
and diesel and medicines,” Weerasinghe said.

At the peak of Sri Lanka’s fuel shortages, motorists
had to wait for days and sometimes weeks to top up,
but strict fuel rationing has shortened queues. Months
of protests over the collapsing economy culminated in
the resignation of president Gotabaya Rajapaksa, who
was forced to flee his official residence after it was
stormed by a huge crowd last month.

Rajapaksa is accused of mismanaging the island
nation’s economy to the point where it was unable to
finance even the most essential imports. He has since
travelled to Thailand and close associates have said he
was desperate to return home, where he faces corrup-
tion charges that had been suspended because of his
presidential immunity.—AFP


