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TEHRAN: Outside his butchery in the south of Iran’s
capital, Ali cuts up a sheep carcass for customers who,
like him, have seen inflation and subsidy reform devour
their purchasing power. “My sales have fallen signifi-
cantly-almost by half,” Ali, 50, told AFP. “What can I
say? I am a butcher and you may not believe me, but
sometimes I don’t eat meat for a week,” he added.
“Everything has gone up in price.” Inflation is making
an unwelcome comeback globally-stoked by high
energy and food prices, driven largely by Russia’s
invasion of Ukraine, a major wheat producer, and by
related sanctions on Moscow.

But Iran has been wrestling with rampant price
growth for years, exceeding 30 percent annually every
year since 2018, according to the International
Monetary Fund. That was the year US president
Donald Trump yanked Washington out of a nuclear
deal between Iran and world powers and began reim-
posing biting sanctions, sending the currency into a
tailspin even before he unilaterally banned Iran’s oil
exports.

Negotiations over the last year or so have sought to
bring the US-under Trump’s successor Joe Biden-back
inside the deal and convince Tehran to re-adhere to
nuclear commitments it has progressively walked away
from. But those ever-delicate efforts have been dead-
locked since March, and an escalating spat between
Iran and the UN’s nuclear watchdog could reduce
chances of reviving the agreement.

Subsidy cuts compound misery 
After dividing the cuts of meat, Ali hands Asghar, a

retired government employee, a plastic bag containing
enough for him and his wife. “The price of everything
has gone up, including meat,” lamented Asghar, 63.

“We used to buy more. Now everyone is buying
less-everyone is under pressure.” Economic analyst
Saeed Laylaz believes price growth in Iran has
exceeded 40 percent annually since 2018 - higher than
that calculated by the IMF.

It has lately been fuelled further, he says, by “the

sharp increase in global inflation” driven by fallout
from the war in Ukraine and by Iran’s cash-strapped
government in mid-May enacting the “radical
reform” of slashing subsidies. The expert, who has in
the past advised Iranian presidents, said the main
policy shift by the government of President Ebrahim
Raisi was to abolish a subsidized exchange rate for
imports of household essentials-wheat, cooking oil
and medicine.

Introduced in mid-2018, this “preferential” rate was
fixed at 42,000 rials to the dollar, cushioning citizens

from the savage black market depreciation of the local
currency that stemmed from the US withdrawing from
the nuclear deal. But with the exchange rate on the
black market exceeding 300,000 rials to the green-
back and global food prices soaring, the arrangement
became unaffordable.

“It is estimated that if Iran wanted to continue
reckless spending of hard currencies this year like the
previous years, the country would have needed $22
billion dollars at the preferential rate,” he said. “Even in
the event of reviving the nuclear agreement... the gov-

ernment had no choice but to cancel the preferential
rate,” he added. Red meat prices have risen 50 per-
cent, chicken and milk prices have doubled, spaghetti
has tripled and cooking oil prices have quadrupled
since early May, according to figures published by
Iranian media.

Protests over prices
Hundreds of Iranians have taken to the streets of

several cities to protest against the spiralling prices, on
top of months-long demonstrations by professionals
and pensioners demanding wages and pensions be
adjusted for inflation.

On Tuesday, Labour Minister Hojjatollah
Abdolmaleki stepped down in the hope of “strength-
ening cooperation within the government and improv-
ing the provision of services to the people,” according
to government spokesman Ali Bahadori-Jahromi. But
reformist newspaper Etemad linked his resignation to
“heavy criticism” from the protesting pensioners. In
Tehran’s marketplaces, attention is focused on the
consequences and effects of inflation, rather than its
causes.

President Raisi, an ultra-conservative who took
office last August, pledged from the outset that the
painful subsidy reform would not affect bread, fuel and
medicine prices. Demand for bread is therefore
increasing. “The queues at the bakeries have become
longer because the price of rice has risen, and people
are resorting to bread,” Shadi, a housewife wearing
the Islamic chador told AFP near a traditional bakery
in southern Tehran.

Inside, the baker Mujtaba agrees. “People... are no
longer able to buy rice, cooking oil, spaghetti and
tomato paste,” said the 29-year-old, his face drenched
in sweat as he took a break from preparing dough. The
subsidy reform has so far done little to steady the
black market exchange rate, which slipped to an all-
time low of more than 330,000 to the dollar on June
12, and hopes for a restoration of the nuclear deal have
receded.— AFP

Inflation and subsidy reform 
hit stomachs in isolated Iran

‘I am a butcher, but sometimes I don’t eat meat for a week’

TEHRAN: A woman shops at a butcher on June 15, 2022. — AFP 

Central banks walk 
inflation-recession 
tightrope
PARIS: Central banks have ramped up their battle
against runaway inflation, a necessary remedy that could
have the adverse side effect of tipping countries into
recession, analysts say. Just this past week, the US
Federal Reserve announced its biggest interest rate hike
in almost 30 years, followed by the fifth straight increase
by the Bank of England and the first in 15 years in
Switzerland. “This week was a first. The craziest in my
experience,” said Frederick Ducrozet, chief economist at
Pictet Wealth Management.

The moves rattled stock markets as investors fear that
while the rate increases are needed, they could put the
brakes on economic growth if the tightening of monetary
policy becomes too aggressive. “Recessions are increas-
ingly likely as central banks race to dramatically raise
rates before inflation spirals out of control,” said Craig
Erlam, an analyst at online trading platform OANDA.

Capital Economics, a research group, said it does not
anticipate a recession in the United States. “But the Fed
is deliberately tempering demand in order to reduce
price pressures. This is a difficult line to tread and there
is clearly a risk that it goes too far and the economy tips
into recession,” it said in a note. Emerging countries
could be collateral victims from rate hikes. The dollar ris-
es when the US Fed raises its rates. “A strong dollar will
complicate (debt repayments) of countries with deficits,
which borrow often in that currency,” Ducrozet said.

Swiss surprise
Central banks had insisted last year that inflation was

only “transitory” as prices were driven up by bottlenecks
in supply chains after governments emerged from lock-
downs. But energy and food prices have soared in the
wake of Russia’s invasion of Ukraine, pushing inflation
higher and prompting economists to lower the world’s
growth prospects for this year. This has left central
banks with no other choice but to move more aggres-
sively than planned.

Australia’s central bank raised rates more than
expected earlier this month while Brazil last week lifted

its benchmark rate for the 11th straight time. More hikes
are looming in the United States and Europe. But it is the
Swiss National Bank that caused the biggest shock on
Thursday when it announced a rate increase of 0.5 per-
centage points, the first since 2007.

The SNB had focused on keeping the Swiss franc
from being too strong until now. “The actions of the SNB
are notable in that they mark a significant shift in policy
(away) from a very dovish position,” said Michael
Hewson, chief market analyst at CMC Markets UK. The
European Central Bank has been slower to act than its
peers. It is putting an end to its massive bond-buying
scheme and will finally raise rates next month for the first
time in a decade.

The eurozone faces another problem: The yields paid
by its governments to borrow money have surged, with
indebted countries such as Italy being charged a premi-
um compared to Germany, a safer bet for investors. This
“spread” revived memories of the eurozone’s debt crisis,
prompting the ECB to hold an emergency meeting on
Thursday after which it said it would design a tool to
prevent further stress in the bond market.

The Bank of Japan bucked the global trend on Friday
as it stood by its decision not to raise its rate, sending
the yen close to the lowest level against the dollar since
1998. But even the Bank of Japan could adjust its policy,
said Stephen Innes, managing partner at SPI Asset
Management. “BoJ members are considering public dis-
satisfaction with inflation and the rapid depreciation of
the yen,” Innes said. “While they plan to maintain the
current easing policy, they may look to make some
tweaks to support the currency,” he said.

No immediate fix 
Consumers will have to be patient before they see the

rate hikes have an effect on prices. ECB chief Christine
Lagarde said it bluntly when announcing plans for a rate
increase next month: “Do we expect that July interest
rate hikes will have an immediate effect on inflation? The
answer to that is no.” Central banks do not have control
over some of the problems that are lifting inflation, such
as soaring energy and food prices, and the supply chain
snarls. Capital Economics said energy and food prices
accounted for 4.1 percentage points of the 7.9 percent
rise in consumer prices in major advanced economies
over the past year. It expects oil, gas, and agricultural
commodity prices to start falling later this year, which
would bring inflation down sharply, but core inflation
rates will remain elevated.— AFP

Bitcoin plunges 
below $20,000
SAN FRANCISCO: Bitcoin plunged below
$20,000 on Saturday, shedding nine percent from
the previous day to fall to $18,740, its lowest level
since December 13, 2020. With investors increasing-
ly wary of risk, the world’s most popular crypto
asset has lost more than 72 percent of its value
since reaching a high of $68,991 on November 10,
2021. After sinking to $18,740 on Saturday, Bitcoin
rose to $18,941 at 1550 GMT, down eight percent
from Friday. Other major digital currencies were
also down on Saturday, including ether, which lost
nearly 10 percent of its value.

World stock markets plunged this week amid fears
that inflation-fighting interest rate hikes by the US
Federal Reserve and other central banks could trigger
a recession. Cryptocurrencies have paid the biggest

price. The value of the global crypto market fell below
the symbolic $1 trillion mark on Monday after reaching
$3 trillion in November of last year.

Bitcoin’s fall has been accelerated by the suspen-
sion of withdrawals by two cryptocurrency platforms.
The Celsius Network said it was pausing “all with-
drawals, swap, and transfers between accounts” due to
“extreme market conditions.” Babel Finance said it was
facing “unusual liquidity pressures.” Major exchange
Binance temporarily suspended bitcoin withdrawals
and advised customers to use other networks.

Coinbase said Monday that it was trimming 18 per-
cent of its workforce, about 1,100 jobs, citing tight
economic conditions and overly rapid expansion. “We
appear to be entering a recession after a 10+ year
economic boom,” Coinbase founder and CEO Brian
Armstrong said. In recent years, the crypto sector
benefited from a vast infusion of cash due to easy
money policies from the world’s biggest central banks.
However, rampant inflation has sparked tighter mone-
tary policy across the globe, helping to send the
industry crashing.— AFP

Warren Buffett

NEW YORK: A Bitcoin ATM is seen at the Clark Street subway station in the Brooklyn Heights neighborhood of
Brooklyn in New York City. Bitcoin fell below $24,000 this morning to its lowest level since December 2020. —  AFP

Lunch with Buffett 
goes for whopping 
$19 million
SAN FRANCISCO: Talk about an expensive date: a
mystery bidder will be spending a record $19 million
for the right to have lunch with legendary American
investment guru Warren Buffett. That whopping bid,
announced by eBay, came in the 21st-and last-such
charity luncheon with the aging multibillionaire, who is
chairman and CEO of Berkshire Hathaway. Bidding on

the eBay website opened last Sunday at a modest
$25,000. But it shot up rapidly as rival bidders tried to
outdo one another, finally ending Friday at a total of
just over $19 million. The auction-held annually, though
canceled by COVID-19 concerns for the past two
years-raises funds for Glide, which fights poverty in
San Francisco. It distributes food to the homeless and
helps them find shelter, medical assistance and training.
San Francisco, a place of income extremes, has strug-
gled for years with a large homeless population.

This year’s still-anonymous winner of the charity
auction “has not only made history, but will spend an
unforgettable afternoon with American legend Warren
Buffett at a private lunch with up to seven guests at
Smith & Wollensky Steakhouse in New York City,” said
an announcement posted by eBay. The last pre-pan-

demic auction was won by Justin Sun, an American
entrepreneur active in cryptocurrencies, who spent
$4.6 million for the right to dine with Buffett, an out-
spoken critic of bitcoin.

The eBay statement quoted the 91-year-old
Buffett-revered throughout the investment community
as the “Oracle of Omaha”-as saying he had “met a lot
of interesting people all over the world” through the
auctions. “The one universal characteristic,” he added,
“is that they feel the money is going to be put to very
good uses.” Buffett’s net worth was estimated in
March at $117 billion, according to Forbes.com. He
joined Bill and Malinda Gates in forming a group of
the ultra-wealthy who have vowed to give away half
their fortunes. Buffett is estimated to have already
donated some $48 billion.— AFP


