
Central bankers
vow to raise
interest rates
KUWAIT: Federal Reserve Chair Jerome Powell on
Tuesday pledged that the US central bank would
ratchet interest rates as high as needed until it sees
“clear and convincing” evidence that inflation is
coming back down towards the US central bank’s
longstanding two percent target. Powell affirmed the
central bank’s commitment to taming price pres-
sures, saying restoring price stability was essential
to the smooth functioning of the economy and vow-
ing to raise interest rates to a level that actively con-
strains demand if necessary. 

The Fed has raised interest rates by 0.75 of a
percentage point since March from its near-zero
levels that had been in place for roughly two years.
Further 0.5 percent rate rises such as the one the
central bank implemented earlier in the month are
likely, with at least one more in the next month and a
possibility of another in the following month. The
Fed may also consider a fourth half point rate rise at
its September policy meeting if inflation does not
moderate significantly by then, before dialing back
the size of its increases to quarter point increments. 

Traders now expect the federal funds rate to reach
roughly 2.8 percent by the end of the year, a sizeable
jump from its current level of between 0.75 percent
and 1 percent. If reached, the rate would still be within
the two percent to 3 percent range that Fed officials
have previously indicated is considered “neutral”
when inflation is at the 2 percent target. Powell said
that the Fed “won’t hesitate at all” to raise rates above
neutral if warranted by the data, although he reiterat-
ed that officials do not know with “any confidence:
where that level is, given the strength of the labor
market and the extent to which inflation is above the
regulator’s target. He said the Fed would instead look
at how financial conditions and the economy are
adapting in real time. Powell added that there are
“pathways” for the Fed to damp demand and bring
down inflation without substantial labor market loss-

es, although he said the unemployment rate may rise
“a few ticks” from its very low 3.6 percent level today.

The following day to Powell’s speech, two US
central bankers said they expect the Federal Reserve
to downshift to a more measured pace of policy
tightening after July, in an attempt to quell inflation
without lifting borrowing costs so high that they
send the economy into recession. It is not clear if the
view that was shared by the Chicago Federal Bank
President Charles Evans and Philadelphia Fed Chief
Patrick Harker marks a consensus at the Fed for how
to bring down the highest inflation seen in 40 years.
But it does suggest that while policymakers broadly
back using half-point rate hikes to get short-term
borrowing costs to a range of 1.75 percent to 2 per-
cent over the next two months, support for sticking
to that pace beyond July may be limited. Fed Chair
Jerome Powell has not been specific about his
expectations for the policy path beyond July.

Solid retail sales
American consumers continued to pump money

into the US economy with retail sales rising 0.9 per-
cent m/m and 8.2 percent y/y in April, marking the
fourth straight month of higher spending. Data
revealed more was spent on restaurants, furniture,
clothing, and electronics. Spending on gasoline was
cut as prices pulled back briefly in April from the
rally owing to the war in Ukraine. Excluding gaso-
line, retail sales rose 1.3 percent. Other data added
to signals of strong economic momentum, as US
industrial production marked its fourth month of
gains after increasing 1.1 percent in April. Looking at
the labor market, April marked the 12th straight
month of solid job gains sending unemployment
close to pre pandemic levels at 3.6 percent.

Dollar cool down
The US dollar kept rising in all but two of the last

14 weeks, and started this week on a firm foot, gar-
nering support from a flight to safety by investors,
amid a rout across markets due to fears of the
impact of soaring inflation and Russia’s invasion of
Ukraine. But later in the week, the dollar started to
flounder, with the dollar index ending the week 1.26
percent down at 103.152. The dollar’s weakness
partly reflected a recent fall in US Treasury yields
adjusted for inflation, and is mostly attributed to the
recent buildup of long US dollar positions that are
weighing on the greenback, raising the question on

whether the dollar really has reached exhaustion.
Other safe-haven currencies have rallied this week
as global equities have come under pressure, the
Swiss franc ended the week 2.68 percent up versus
the dollar, while the Japanese yen closed 1.08 per-
cent up. The euro has also benefitted from the dol-
lar’s weakness, closing the week up 1.5 percent.

Out of the negative
The European Central Bank is expected to raise

the deposit rate for the first time in over a decade
this coming July, and to finally bring it out of nega-
tive territory at its following meeting in September.
With inflation hitting 7.5 percent in the eurozone in
April, and almost every other major central bank
having already raised interest rates, ECB president
Christine Lagarde backed calls for an early rate hike
by policymakers last week. The bank is now expect-
ed to end its bond purchases program in July and
follow that with a 25 basis-point deposit rate hike a
few weeks later. The European Commission cut its
growth forecast for the euro zone this year to 2.7
percent from 4.0 percent projected in February, and
upgraded its inflation forecasts to 6.0 percent this
year from 3.5 percent.

United Kingdom
In its monetary policy report hearing, Bank of

England Governor Andrew Bailey spoke in front of
the Parliament on Monday where he said that he was
unable to stop UK inflation from hitting 10 percent
this year, admitting that he sounded “apocalyptic”
on food price rises. Senior Tory MPs have been
attacking the BoE on its handling of soaring price
increases, and Baily accepted that inflation was far
too high but blamed global shocks including Russia’s
invasion of Ukraine. 

Bailey insisted the BoE would raise interest rates
far enough to ensure UK inflation falls from an
expected peak of more than 10 percent in the fall
back to the central bank’s 2 percent target. “The
most important thing we can do is to get inflation
back to target and to get back to target without
unnecessary disruption to the economy,” Bailey told
MPs. He implied the BoE would not shy away from
generating a recession to do that if it was necessary.

Kuwait 
Kuwaiti dinar
USD/KWD closed last week at 0.30650.

Monday, May 23, 2022

10
B u s i n e s s

Established 1961 

WASHINGTON: The head of baby formula manu-
facturer Abbott apologized Saturday to US families
affected by the shortage of the essential supply.
“We’re sorry to every family we’ve let down since
our voluntary recall exacerbated our nation’s baby
formula shortage,” Abbott CEO Robert Ford wrote
in an op-ed in The Washington Post.

Initially caused by supply chain blockages and a
lack of production workers due to the pandemic,
the shortage was exacerbated in February when,
after the death of two infants, Abbott announced a
“voluntary recall” for formula made at its factory in
Michigan and shut down that location.

“This is tragic and heartbreaking, and it is con-
suming my thoughts and those of my colleagues,”
Ford wrote. He said Abbott will set up a $5 million
fund for the families of children who were hospital-
ized after consuming the recalled formula.

Ford also said the manufacturer was taking “seri-
ous steps” to alleviate the shortage, such as con-
verting production lines for adult goods at its facto-
ry in Columbus, Ohio to “prioritize” making formula.

Abbott is also importing formula from its factory

in Ireland. The US Food and Drug Administration
(FDA) reached an agreement Monday with Abbott
to resume production at its Michigan plant. The deal
needs to be approved by a judge, and the factory
should reopen within two weeks.

“By the end of June, we will be supplying more
formula to Americans than we were in January
before the recall,” Ford promised. “We are making
significant investments to ensure this never happens
again.” US President Joe Biden tweeted Saturday
that he had signed an act allowing certain require-
ments in a federal food grant program to be waived
“so people can more easily access the infant formu-
la that they need.”

The White House said Wednesday that the US
government would fly in formula on commercial
planes contracted by the military. Biden also
invoked the Defense Production Act to give baby
formula manufacturers first priority in supplies. A
White House official said Friday that the first flight,
carrying 132 pallets of Nestle brand formula, will
take place this weekend from Germany to
Indianapolis, Indiana. —AFP

CHELSEA: Shelves are pictured empty in Chelsea, Massachusetts on May 20, 2022. —AFP
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ABK launches ‘smart
funds transfer 
form’ service
KUWAIT: In line with its continuous efforts to
streamline and enhance its services, Al-Ahli Bank of
Kuwait (ABK) announces the launch of the ‘Smart
Funds Transfer Form’ an easy to use form for the
purpose of local and international remittances. With
the ‘Smart Funds Transfer Form’ customers will
have faster turn-around time, IBAN validation
based on country selected, along with data security
and confidentiality. The service auto-populates the
amount in words and in Kuwaiti dinar equivalency

to avoid discrepancy
errors, thereby facilitating
an efficient, secure, reli-
able, and speedy funds
transfer and clearing in
the banking sector across
the region. 

Regarding this new
service, Abdullah Al-
Qattan, Executive
Manager Retail
Operations & Payments
- Operations Division at

ABK said, “As part of its Simpler Banking strate-
gy, the Bank looks to integrate the latest and
securest technologies to continuously improve
the quality of its services. According to the
Central Bank of Kuwait, total remittances of
expatriates in Kuwait reached about KD 4.144
billion during the first nine months of 2021, result-
ing in an increase of 8.63 per cent compared to
the same period of 2020. In order to make this
process more seamless for our customers, we are
happy to launch this new simplified service.’

Al-Qattan added, “By digitalizing the process,
ABK is reducing the margin of error, while also
empowering consumers with a greater sense of
security and a more unified and secure transaction
process. The launch of the ‘Smart Funds Transfer
Form’ reinforces ABK’s commitment to embedding
technology in all of the Banks’ key operations to
provide consumers with impactful services and
solutions.” Customers using the ‘Smart Funds
Transfer Form’ are able to view the Banks’ transfer
terms and conditions in Arabic and English. A key
element to the newly launched service is cross-
checking information using a QR code by scan-
ning the characters using a reader application. 

Abdullah Al-Qattan

Jazeera Airways 
partners with Czech 
Tourism Authority 
KUWAIT: In an event endorsed by the
Ambassador Extraordinary and Plenipotentiary of
the Czech Republic to the State of Kuwait, Jaroslav
Siro, Jazeera Airways and the Czech Tourism
Authority held a trade event for travel agents and
business partners to promote the airline’s upcoming
launch of direct flights to Prague as well as tourist
and trade opportunities in the Czech Republic. 

Inaugurating the event, the ambassador said:
“We are proud of the launch of this new service to
Prague, further strengthening the relations between
the Czech Republic and Kuwait and opening new
opportunities to further growth in the fields of
tourism, education, healthcare and trade. There is so
much to discover in the Czech Republic and this
new service plays a role in enabling this step. We
look forward to welcoming Jazeera Airways’ cus-
tomers in our country and are very excited to con-
tinue promoting everything the rich Czech capital
and the rest of the country has to offer to visitors.”

Attended by over 100 travel and tourism agents,
the event showcased the rich cultural heritage, active
holidays options as well as spa and wellness in the
Czech Republish, giving visitors so much to discover.
The International Marketing Manager for New
Markets at Czech Tourism Authority, Marek Kroutil,
said: “Czech Republic has so much to discover beyond
what so many might know from its capital Prague, giv-
ing solo travelers, families, friends and adventurers so
many options that will without a doubt exceed their
expectations. We invite the people of Kuwait as well
as those living within the network of Jazeera to visit
the Czech Republic so we can share the depth, details,
and culture of a modern destination that combines
natural beauty with a fascinating history.”

Castles, chateaux, sixteen UNESCO monuments
and historical cities are some of the most popular
trip destinations in the Czech Republic. History,

recent as well as ancient, has left its mark on this
blissful landscape, with many impressive treasures
from different eras. The reflections of the past can
also be experienced in the still living traditional
crafts and colorful folklore. The travel experience is
not complete without discovering the tastes of the
Czech cuisine in all its traditional and modern forms. 

In addition to these experiences, the Czech
Republic offers so many options for active holidays,
hiking and cycling to wandering around the pictur-
esque countryside. The Czech mountains offer a
great number of experiences in summer and in win-

ter, while the country’s spas are some of the most
popular in the world.

Jazeera Airways spokesperson said: “We are
very excited to be launching the new service for the
summer season, giving our customers more choice
to enjoy a vacation filled with activities and cultural
experiences with family or friends. Demand for
unique tourist destinations is very high following
two years of travel restrictions. We look forward to
welcoming customers on board these new flights
very soon.” Flights to Prague will be operated on
Tuesdays and Sundays, starting June 22. 

Czech Ambassador Jaroslav Siro with the teams of Jazeera Airways and the Czech Tourism Authority during the event.
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UK finance minister 
makes rich list 
for first time
LONDON: Finance minister Rishi Sunak became the
first high-profile British politician to make the Sunday
Times Rich List, weeks after his family’s tax arrange-
ments attracted controversy and amid a cost-of-living
crisis. Sunak and his Indian wife Akshata Murty,
whose father co-founded the IT behemoth Infosys,
made the annual list for the first time with their joint
£730 million ($911 million, 861 million euros) fortune.

The bulk of their wealth is believed to come from
Murty’s £690-million stake in Infosys, but Sunak also
had a highly lucrative career in finance before enter-
ing politics in 2015. The listing, which started in 1989,
this year estimates the minimum wealth of Britain’s
250 richest people or families, and features far fewer
Russian billionaires due to Western sanctions follow-
ing the invasion of Ukraine.

Sunak’s inclusion comes a month after it was
revealed that his wife was sheltered from paying tax
on foreign earnings to his Treasury department after
claiming so-called non-domiciled status. The “non-
dom” scheme has become controversial in recent
years, particularly now that Britons face tax rises and
the cost-of-living crisis, with some opposition parties
calling for its abolition. It has been estimated Murty’s
non-dom status could have saved her £20 million in
taxes on dividends from her shares in Infosys. Soon
after the revelations emerged, she announced she
would start paying UK tax on “all worldwide income”,
noting that she did not want her tax affairs to be a
“distraction” for her husband.  — AFP


