
SYDNEY: Australia raised interest rates less than
expected Tuesday, boosting stocks and dragging the
local dollar lower, as officials grow concerned about a
slowing global economy sparked by rising borrowing
costs and surging prices. While the Reserve Bank of
Australia’s 0.25 percentage point hike took the cash
rate to a nine-year high of 2.60 percent, the increase
was half what had been forecast as it joins others
around the world in trying to rein in runaway inflation.

In a statement the RBA noted it had already
increased rates “substantially in a short period of
time”, though it held its inflation estimate for the year
with a peak of 7.75 percent, before dropping to just
over four percent in 2023.

“As is the case in most countries, inflation in
Australia is too high,” the bank said in a statement.

It added that the surge in prices had been driven by
“global factors”, along with strong spending levels in
Australia. The move highlights the tightrope central
banks have to walk in trying to bring down inflation
while at the same time trying to cushion their
economies from a recession, a battle many commenta-
tors warn they are losing.

The Federal Reserve and European Central Bank
have flagged further hikes at their next meetings, while
the United Nations warned that the tightening pro-
grams could trigger prolonged stagnation.

Sydney’s ASX 200 soared 3.8 percent after the
announcement, while the Australian dollar dropped
from US$0.6510 to as low as $0.6451 though it edged
back slightly. City Index Senior Market analyst Matt
Simpson said the decision was “telling” after Australia
had to “play catch-up with other central banks”.

“Already that trajectory is dying down. And as long
as medium-term inflation expectations continue to
behave, the case for a much higher cash is fading,” he
said. Federal Treasurer Jim Chalmers said the rise and
international warnings of economic slowdowns would
shape his upcoming budget announcement, which is
due in three weeks. “The storm clouds are gathering
again in the global economy,” he told a news confer-
ence in Canberra.

“There’s no use pretending that the global situa-
tion hasn’t deteriorated. “There’s no use pretending
that rising inflation isn’t punching a hole in family
budgets.” — AFP
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Australia hikes rates less than 
forecast, boosting equities

SYDNEY: Indicator boards are seen as people are reflected in the window of the Australian Securities Exchange (ASX) in
Sydney, Australia. — AFP

TRIPOLI: Libyan Foreign Minister Najla Al-Mangoush (R) and Turkish Foreign Minister Mevlut Cavusoglu attend a press
conference in the capital Tripoli on October 3, 2022. —  AFP

Concerns grow over slowing global economy and surging prices 

UK’s ‘Brexit hard 
man’ says sorry 
to Ireland
LONDON: A British government minister on Monday
apologized for the damage done to diplomatic ties
between the UK and Ireland during Brexit negotiations.
Steve Baker said he was “sorry that relations between
the United Kingdom and Ireland have been soured by
the Brexit process”, during an interview with Ireland’s
national broadcaster RTE. The prominent Brexiteer and
Eurosceptic, who was appointed a junior minister in the
Northern Ireland Office last month, also acknowledged
his hardline stance during talks over the UK’s divorce
from the EU had “caused enormous amounts of anxi-
ety”. “Some of our actions were not very respectful of
Ireland’s legitimate interests and I want to put that
right,” said Baker, who once styled himself as “Brexit
hard man Steve Baker”.

“If I have to eat a bit of humble pie in order to
restore broken relationships, to get that done, well, I’m
happy to eat a bit of humble pie.” Baker’s comments fol-
low a similar apology he made over relations with
Ireland during the Conservative party’s annual confer-
ence, which has been overshadowed by fallout from an
economic agenda unveiled by new Prime Minister Liz
Truss less than a month after she succeeded Boris
Johnson. The Northern Ireland minister said he had an
opportunity to meet Irish leaders at events following the
death of Queen Elizabeth II last month and had “felt the
ice thawing a bit”. Truss’s government has looked to set
a new tone in dealing with the thorny issue of post-
Brexit trade rules in Northern Ireland with both Dublin
and Brussels.

‘Negotiated solution’ 
Speaking to Northern Ireland’s UTV, the UK prime

minister said Baker was “speaking from his personal
experience” with his decision to apologize. But she
added that her government “absolutely want to find a
negotiated solution” on trade in the province and “work
with our neighbors in the Republic of Ireland”.

As foreign minister, Truss spearheaded legislation to
tear up parts of the Northern Ireland Protocol the UK
government signed with the EU to govern trade, plunging
relations to a new low. The European Commission said on
Monday technical-level talks with Britain, which stalled in
February, would resume this week. A spokesman said
new UK Foreign Minister James Cleverly and the EU’s
pointman on the issue Maros Sefcovic had a “good con-
versation” on the protocol, which effectively keeps
Northern Ireland within the EU single market to avoid a
hard border on the island of Ireland.

Speaking later at a reception, Cleverly also said he
had every confidence challenges in the relationship with
the EU would be overcome. “I have no doubt we will get
there because there is no version of the future where
the UK is successful, and the EU is not,” he said.

“And there is no version of the future where the EU
is successful and the UK is not. So we know we are both
going to be successful together.”

Irish premier Micheal Martin said in response to
Baker’s apology that he considered the comments “hon-
est”. The Taoiseach added in recent discussions with his
UK counterpart that both had expressed the “desirabili-
ty of very good relationships, obviously, between Britain
and Ireland and also between the United Kingdom and
the European Union”. The arrangements are fundamen-
tally opposed by Northern Ireland’s pro-UK unionist
community which views the border checks it imposes
on goods heading to Northern Ireland from mainland
Great Britain as a threat to the province’s position in the
UK. The Democratic Unionist Party has boycotted
Northern Ireland’s devolved assembly over the protocol,
paralyzing its executive since February and in spite of
May elections. —AFP

US ‘broad-based’ 
inflation will take 
time to drop: Fed 
WASHINGTON: While there are some signs that
global and domestic inflation pressures are easing,
high prices have spread, making it harder to quell
quickly, a top US central banker said Monday.

Continued strong demand for goods and for work-
ers will keep pressure on inflation-which has hit the
highest in 40 years-New York Federal Reserve Bank
President John Williams said.

“This is resulting in broad-based inflation, which
will take longer to bring down,” he said. Prices soared
over the past year in part due to worldwide supply
chain snags, creating shortages of key components like
computer chips needed for cars and electronics.

Those issues have been exacerbated by zero-
COVID policies in China and the Russian invasion of
Ukraine that sent food and energy prices surging.
Those supply constraints are easing, while rising inter-
est rates are cooling demand, helping to bring down
prices of many commodities like lumber, which should
lower inflation, Williams said in a speech to the US
Hispanic Chamber of Commerce National Conference
in Phoenix, Arizona.

“Unfortunately, that’s it for the good news on infla-
tion,” he said, warning that those factors “will not be
enough by themselves to bring inflation back to our
two percent objective.” The Fed has moved aggres-
sively this year to tamp down demand to help drive
prices lower, hiking interest rates five times, for a total
of three percentage points. And the central bank has
said more increases are coming this year.

“From Main Street to Wall Street ... inflation is the
No. 1 concern,” Williams said, adding, “our job is not
yet done.” Even as supply issues improve, “demand for
durable goods remains very high  — beyond what can
be produced and brought to market,” while “demand
for labor and services is far outstripping available sup-
ply.” Still, he said he expects the aggressive Fed moves,
along with similar steps by other major central banks,
will help to restore balance globally. Williams said “the
combination of cooling global demand and steady
improvements in supply ... should contribute to infla-
tion declining to about three percent next year.” The
Fed’s preferred index showed annual inflation slowed
to 6.2 percent in August, from the 7.0 percent peak in
June.—AFP

Turkey and Libya 
sign maritime 
hydrocarbons deal
TRIPOLI: Turkey’s foreign minister signed a deal in
Libya’s capital Monday allowing for oil and gas explo-
ration in Libya’s Mediterranean waters, three years
after a maritime border deal that angered European
nations. “We’ve signed a memorandum of understand-
ing on exploration for hydrocarbons in Libya’s territo-
rial waters and on Libyan soil, by mixed Turkish-
Libyan companies,” Mevlut Cavusoglu said at a press
conference in Tripoli.

The deal follows an agreement Turkey signed with
authorities in Tripoli in 2019, which demarcated the
countries’ shared maritime borders but sparked anger
in Greece and Cyprus. Cavusoglu however stressed on
Monday that the new accord was between “two sover-
eign countries-it’s win-win for both, and other coun-
tries have no right to interfere”.

Najla Al-Mangoush, foreign minister in Libya’s
Government of National Unity, said the new deal was
“important”, especially in light of “the Ukrainian crisis
and its repercussions” for energy markets.

The deal was rejected by a rival administration in
the war-torn country’s east. Turkey had signed a con-
troversial security agreement in November 2019 with
Libya’s UN-recognized government at the time, laying
claim to extensive, potentially gas-rich areas of the
Mediterranean. The deal came at the height of a year-

long battle between rival governments vying for con-
trol of Libya’s capital. The arrival of Turkish drones
shortly afterwards was seen as crucial in the victory of
Tripoli-based forces against those of eastern military
chief Khalifa Haftar, backed at the time by Egypt,
Russia and the United Arab Emirates.

‘Unacceptable’ 
Cavusoglu was accompanied in Tripoli by a high-

level delegation also including Turkey’s energy,
defense and trade ministers. Turkey continues to play a
major role in Libya’s west, where rival governments are
again struggling for control two years after the end of
the last major conflict. Since March, a government
appointed by Libya’s eastern-based parliament has
been attempting to take office in Tripoli, but has so far
failed. Both the speaker of parliament and the head of
the rival administration rejected Monday’s accord.

Speaker Aguila Saleh, who has long argued that the
Tripoli-based government’s mandate has expired,
called the deal “illegal and unacceptable”, while the
rival government of former interior minister Fathi
Bashagha threatened to use the courts to annul it.
Athens was fiercely opposed to the 2019 deal between
Ankara and Tripoli.

On Monday, Greek Foreign Minister Nikos
Dendias said he had spoken to his counterpart in
Egypt, Sameh Shoukry, and that “both challenged the
legitimacy” of the deal. Dendias said he would visit
Cairo on Sunday for “consultations” on the issue.
Libya has been mired in violence for more than a
decade since the 2011 toppling of dictator Moamer
Kadhafi in a NATO-backed uprising. Dozens of
armed groups have been struggling for influence,
backed by multiple foreign powers. — AFP

Steve Baker

Markets surge 
on interest 
rate hopes
LONDON: Asian and European stocks rallied
Tuesday and the dollar dipped as weak US data
sparked hopes the Federal Reserve could ease its
interest-rate hiking plans. Frankfurt and Paris equities
soared more than three percent in value after similar
stellar gains in Tokyo, while London won two percent.

“Weaker-than-expected manufacturing data from
the US was taken as a signal that rising interest rates

may be having some effect on cooling demand for
goods,” said Interactive Investor analyst Richard
Hunter.

“This in turn led to hopes of a Federal Reserve piv-
ot, even though the specter of inflation remains firmly
at the top of their stated to-do list.” The Fed and other
central banks across the world have raised interest
rates in efforts to tame runaway inflation, but the mon-
etary tightening has raised fears that it could plunge
countries into recession.

Wall Street had enjoyed a bumper start to the
fourth quarter on Monday after data showed US man-
ufacturing growth slowed more than expected in
September to its weakest in more than two years. The
Institute for Supply Management said its manufactur-
ing index dropped 1.9 points to 50.9 percent, just

barely above the 50-percent threshold indicating
expansion, as the prices index fell to the lowest in
more than two years.

Eurozone manufacturing survey data out Monday
showed a contraction on the back of the region’s
ongoing energy crisis. “The turnaround in risk appetite
appears to have been driven by another deterioration
in PMI surveys as traders speculate that such weak-
ness could be a precursor to slower monetary tighten-
ing,” noted OANDA market analyst Craig Erlam.

Asian markets built on the Wall Street surge. Tokyo
and Seoul were among the leaders, despite news that
North Korea had fired a missile over Japan for the first
time since 2017.

Sydney soared 3.8 percent after the Reserve Bank
of Australia lifted interest rates by less than expected.
Hong Kong and Shanghai were closed for holidays.
Investors will focus later this week on Friday’s all-
important US jobs figures for the latest reading on the
health of the world’s biggest economy.

Sterling extends gains 
Oil also continued to rise on expectations OPEC

and other major producers will slash output this week,
having become spooked by a plunge in the commodity
on recession fears. The 13 members of the
Organization of the Petroleum Exporting Countries
(OPEC), led by Riyadh, and their 10 allies headed by
Moscow will hold Wednesday their first in-person
meeting at the group’s headquarters in Vienna since
March 2020.

The rally in equities came as the dollar weakened
owing to lower expectations for US monetary tighten-
ing, with the pound also supported by the UK govern-
ment’s decision to scrap a planned cut in the top rate
of income tax. Finance minister Kwasi Kwarteng has
dropped the proposal, which was part of a big-bor-
rowing mini-budget that sent shudders through mar-
kets. The pound extended gains after breaking back
above $1.13, having last Monday tanked to a record
low $1.0350. —AFP

TOKYO: A man walks past an electronic display showing the closing numbers on the Tokyo Stock Exchange on Oct 4,
2022. — AFP


