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Fed gears up to attack inflation  
as US recession fears grow

Interest rate hike likely at Tuesday’s FOMC meeting
WASHINGTON: The Federal Reserve this week is 
set to redouble its assault against record US inflation 
while facing an array of shocks both internal and 
external that analysts fear may one day put the 
world’s largest economy into a recession. The policy 
setting Federal Open Market Committee (FOMC) will 
convene its two-day meeting on Tuesday, and top 
officials have strongly signaled they will hike interest 
rates by half a percentage point and announce plans 
to reduce their massive holdings of debt. 

Both moves would further tighten lending condi-
tions in the world’s largest economy and potentially 
take the steam out of consumer prices that are ris-
ing at rates not seen since the 1980s-driven, in part 
by the Fed’s own policies. The rate hike is expected 
to be one of several the Fed makes this year, but 
with the economy also facing shocks from Russia’s 
invasion of Ukraine and COVID lockdowns in China, 
analysts warn the central bank must strike a delicate 
balance to stop a downturn. 

“They’re going to have to be very, very nimble to 
keep the economy from going into a ditch,” Jay 
Bryson, managing director and chief economist at 
Wells Fargo’s Corporate and Investment Bank, said 
in an interview. 

 
No more easy money  

Top Fed officials including Chair Jerome Powell 
have hinted strongly that a half-percentage point hike 
will be agreed to at the May 3-4 meeting, twice the 
amount of the quarter-point hike the FOMC imple-
mented in March. The central bank is also expected to 
announce plans to begin offloading the trillions of 
dollars in Treasury bonds and mortgage-backed 
securities it bought during the pandemic to support 
the economy, which would raise borrowing costs. 

“They told us everything in advance,” said 
Roberto Perli, head of global policy at Piper 
Sandler. “I’d be shocked if they do anything differ-
ent at this point.” With consumer prices 8.5 percent 
higher in March compared to the same month in 
2021, raising rates has become an imperative for the 
Fed, which cut rates to zero as the pandemic began 
but attracted criticism for keeping them there 
throughout last year, even as inflation rose. 

“Inflation is still very high by all means, so full speed 

ahead for now with the hawkish rhetoric,” Perli said.  
 

Beyond their control  
The Fed’s tools are sharpest at pressuring 

demand, but the US economy is also being battered 
by shocks emanating from beyond its borders and 
therefore the central bank’s control, creating fears 
the Fed will raise rates, inflation will stay high and a 
downturn will follow. The war in Ukraine has 
prompted a global spike in prices for oil as well as 
other commodities, while the pandemic lockdowns 
in China could worsen global supply snarls that 

have bedeviled the US economy in its recovery. 
“They’re not very well equipped to deal with 

these shocks,” Perli said. A recession is not viewed 
as imminent, despite last week’s release of govern-
ment data showing GDP shrank in the first quarter 
of this year, which economists see as a conse-
quence of trade issues that swamped otherwise 
healthy consumer and business spending. The grim 
scenario could instead arrive next year, and Bryson 
said a harbinger would be if prices remain elevated 
even as the Fed tightens its lending rate. 

“The probability of a recession is not insignifi-

cant at this point,” he said. “If the inflation num-
bers continue to come in hot, then I’d say the 
probability of recession continues to go up.” Perli 
sees signs that Powell himself worries about the 
Fed’s ability to pull off a “soft landing,” as the 
technique of quelling inflation without causing a 
recession is known. 

In March, the Fed chair told a conference, “My 
colleagues and I will do our very best to succeed in 
this challenging task”-words Perli said he found 
troubling. “It’s not a way of putting things that 
denotes a lot of confidence,” he said. — AFP 

ROSEMEAD, US: Grocery shopping in Rosemead, California. US inflation reached a four-decade high of 8.5 percent in March and prices are expected to continue to 
rise for staples like bread, meat, and milk as farmers faces shortages of fuel, fertilizer, and materials as the Russia-Ukraine conflict continues. — AFP

SAN FRANCISCO: Tesla boss Elon Musk’s road to 
turning Twitter into a money-making platform where any-
one can say anything looks to experts like a tough one. 
Musk’s $44-billion deal to buy the global messaging plat-
form must still get the backing of shareholders and regu-
lators. 

And while Musk has not revealed nitty-gritty details 
of how he would run the business side of Twitter, he has 
voiced enthusiasm for dialing back content moderation to 
a legal minimum and making money from subscriptions. 
“Other than advocating free speech, Musk hasn’t articu-

lated a vision of what the platform can be,” Creative 
Strategies analyst Carolina Milanesi told AFP.“He hasn’t 
said if Twitter has an age issue, a geographic skew, who is 
the biggest competitor-what else he is thinking.” Musk’s 
talk of doing away with Twitter’s advertising model for 
revenue, relying instead on subscriptions, does not 
appear feasible, Baird Equity Research analyst Colin 
Sebastian said in a note to investors. “Elon Musk has 
floated the idea of ditching the ad revenue model,” 
Sebastian said. “We struggle to believe this will happen 
altogether, unless he plans to fund interest payments on 
debt out of his own pocket.” Analysts doubt that Twitter 
users would flock to pay for premium content or features 
such as retweeting posts when social media platforms 
such as Facebook are free of charge. Musk could try sell-
ing posts or asking other websites to pay for anything 
they use from tweets. 

Musk’s proclaimed stance as a free speech absolutist 
also promises to undermine the advertising on which 
Twitter currently depends for revenue. Brands are averse 

to having their ads associated with controversial content, 
such as misinformation or posts that could cause real-
world harm, analysts agreed. Pushing heavily into sub-
scriptions is likely to reduce the audience at Twitter, at 
the same time that allowing more controversial posts cre-
ates a “toxic environment” that puts off advertisers, said 
Lauren Walden of Tinuiti digital marketing specialty firm.  

As Twitter struggles with profitability, Musk will be on 
the hook for hefty interest payments from financing 
arranged to buy the San Francisco-based company. 
Meanwhile, US legislators are already threatening to 
modify a law sparing internet platforms from responsibili-
ty for what users post. They could use a Musk-led Twitter 
as a poster child for the effort. 

Musk’s talk of getting rid of “bots,” software-powered 
accounts that fire off posts, and verifying user identities 
runs up against privacy concerns as well as the very free 
speech right he claims to cherish, academics noted. 
“Spam is a form of free speech,” said Duke University 
sociology professor Chris Bail. — FP 

BOCA CHICA AND MEDFORD COLONIA, US: In this file 
photo taken on February 10, 2022 Elon Musk ges-
tures as he speaks during a press conference at 
SpaceX’s Starbase facility near Boca Chica Village in 
South Texas. — AFP

Experts see harsh  
realities ahead for  
Musk at Twitter

CAIRO: Egypt’s Suez Canal 
Authority announced Sunday an all-
time revenue record for April, earn-
ing $629 million following a series of 
toll hikes for vessels transiting the 
vital waterway. Connecting the Red 
Sea and the Mediterranean, the 
canal accounts for roughly 10 per-
cent of global maritime trade and is 
one of Egypt’s main sources of for-
eign currency revenues. 

Despite Russia’s invasion of 
Ukraine and the subsequent rise in oil 
prices, a record number 114.5 million 
tons of cargo moved through the 
canal in April, a statement said. This 
earned state coffers $629 million in 

transit fees, or 13.6 percent more than 
April 2021 and the highest monthly 
figure ever recorded, Suez Canal 
Authority chief Osama Rabie said in a 
statement. 

The SCA has hiked passage tolls 
for transiting vessels, including fuel 
tankers, twice this year. The April 
earnings come as Egypt’s economy 
has been hard hit by the fallout from 
the war in Ukraine. Foreign reserves 
fell to $37 billion in March, from 
$40 billion the previous month, 
according to the central bank. The 
Egyptian pound lost 18 percent of 
its value against the dollar in March, 
while inflation hit 12.1 percent in 

March amid soaring food and oil 
prices due to the Ukraine war. 

Under pressure, Egypt is cur-
rent ly in ta lks with the 
International Monetary Fund for a 

new loan. Since 2016, the IMF has 
approved three loans totaling $20 
billion for Egypt, where a third of 
the 103-million population live in 
poverty.  — AFP 

Suez Canal posts record 
monthly revenue in April

ISLAMABAD: Pakistan and Saudi Arabia on 
Sunday said they would discuss extending the 
term of a $3 billion loan to help Islamabad’s fal-
tering economy. The Gulf nation has long been 
an intelligence partner of Pakistan as well as a 
regular source of financial relief for successive 
governments. 

The latest sign of support follows a visit to 

Saudi Arabia by new Prime Minister Shahbaz 
Sharif, who has inherited a crippling national 
debt, galloping inflation and a feeble rupee. 

A joint statement said the kingdom would 
continue to support the Pakistani economy and 
had discussed “augmenting the $3 billion deposit 
with the central bank through term extension or 
otherwise”. Saudia Arabia also pledged “to fur-
ther enhance the financing of petroleum prod-
ucts” at a time when the South Asian country is 
suffering from frequent power cuts. 

The statement comes after recent talks 
between Pakistan and the International 
Monetary Fund (IMF) over the release of funds 
under an existing $6 billion aid program that 
had stalled due to concerns about the pace of 

reforms. The cash-strapped nation’s foreign 
exchange reserves plunged below $11 billion 
last month. “The little financial help we can get 
from any country would help us given the con-
dition of our economy,” Dr Kaiser Bengali, a 
veteran economist, told AFP. 

“But for how long will we run our economy 
on loans? This policy is not going to work even 
for the next five years.” In recent years, Saudia 
Arabia has provided Pakistan with $4.2 billion 
of support in the form of the $3 billion loan 
deposited with the central bank as well as $1.2 
billion in deferred oil payments. 

As Sharif concluded his visit, Pakistani Finance 
Minister Miftah Ismail said he would stay in 
Riyadh to hold “technical-level talks”. — AFP

Kenya boosts minimum 
wage as inflation bites
NAIROBI: Kenyan President Uhuru Kenyatta announced 
Sunday a 12-percent hike in the minimum wage as the coun-
try confronts a surge in the cost of living. Inflation in the East 
African economic powerhouse jumped to a seven-month high 
in April, mainly as a result of skyrocketing fuel and food 
prices, according to official figures. 

“As a caring government, we find there is a compelling 
case to review the minimum wages so as to cushion our 
workers against further erosions,” Kenyatta said at a Labour 
Day rally. He said the 12 percent increase would come into 
effect from May 1. It takes the minimum monthly wage from 
13,500 Kenyan shillings (about $116.5, 110.5 euros) to 15,120 
shillings ($130.5, 124 euros). 

However the hike falls far short of the 24 percent that had 
been sought by the Central Organization of Trade Unions-
Kenya (COTU). Kenyatta said the high cost of living was due 
to factors “beyond my control like the coronavirus pandemic 
and the Russia-Ukraine conflict”. 

He castigated rival political leaders-including Deputy 
President William Ruto-for seeking to blame the government 
for the economic woes, as the country prepares for crucial 
elections in August. Kenyatta cannot run again after serving 
two terms but has endorsed his former arch-rival Raila 
Odinga for the top job. 

The August 9 presidential election is expected to be a 
two-horse race between Odinga and Ruto, who was initially 
anointed by Kenyatta as his successor, but found himself 
frozen out after a shock 2018 pact between Kenyatta and 
Odinga. Kenya’s finance minister last month unveiled a $28 
billion budget aimed at helping the economy recover after the 
COVID-19 pandemic threw hundreds of thousands of people 
out of work. —AFP 
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