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    NBK Money Markets Report

ADDIS ABABA: Renewed conflict in the north, a 
crippling drought and stubbornly high inflation: 
Ethiopians rang in their new year on Sunday with 
little to celebrate. At a livestock market in the capi-
tal Addis Ababa, traders and visitors alike 
bemoaned the various crises confronting Africa’s 
second most populous nation. 

“As you can see now, everything is expensive. If 
there was peace it wouldn’t be like this,” trader 
Endashew Denekew told AFP on Saturday, the eve 
of the new year holiday known as Enkutatash. 

“The peace situation that you see and hear in 
different places is not good. People stayed at home 
and didn’t come to the market and bring their live-
stock.” Fighting broke out last month between 
Prime Minister Abiy Ahmed’s forces and the Tigray 
People’s Liberation Front (TPLF), shattering a five-
month truce that had raised hopes of a peaceful 
resolution to the nearly two-year war. 

“The heightened level of conflict and fragility in 

Ethiopia is of great concern,” the World Bank said 
in a gloomy report on Ethiopia published on 
September 8. 

“Multiple conflicts combined with historic 
drought and other shocks have severely impacted 
millions of Ethiopians, jeopardizing the economic 
and social development progress the country has 
achieved in recent years.” The UN’s emergency 
response OCHA earlier this month described the 
humanitarian situation in Ethiopia as “dire”, with 20 
million people nationwide in need of assistance 
because of conflict as well as climatic shocks such 
as prolonged drought and seasonal floods. 

With a population of 115 million, Ethiopia has 
been one of the world’s fastest-growing economies 
over the past 15 years, according to the World 
Bank. But like many has been hard hit by the 
COVID pandemic and the fallout from the war in 
Ukraine, as well as its own domestic woes. Inflation 
in July was running at 33.5 percent, according to 

official data, with food inflation at 35.5 percent, 
deterring people from spending. 

“There are not the usual crowds that you would 
see during the holiday market, like before,” civil 
servant Chombe Gebrehana told AFP near the main 
open-air market in the capital. 

“Inflation has had its impact. If people had 
enough money in their hands... we wouldn’t see 
smaller crowds like this during the holiday market.”  

 
‘Situation very difficult’  

In a recent interview with the state-run Ethiopia 
News Agency, Abiy’s senior policy adviser Mamo 
Mihretu acknowledged the cost of living crisis but 
said the government was taking measures to bring 
prices under control. “Our effort is actually bearing 
fruit because inflation, if not completely addressed, 
is becoming stable right now,” said Mamo, who is 
also head of the country’s sovereign wealth fund. 

He said the government was adopting reforms to 

attract investment and trade and forecast economic 
growth of six percent this year. 

Meanwhile, the renewed hostilities in the north 
have led to a new round of frantic diplomacy to try to 
end the conflict that first erupted in November 2020. 

“May the parties in the conflict have the courage 
to choose talks over fighting, and participate in an 
African Union-led process that produces a lasting 
peace,” the visiting US envoy for the Horn of 
Africa, Mike Hammer, said in a new year’s message 
to Ethiopians. 

Back at the livestock market, metal worker 
Assefa Alemu says only a few people are buying. 

“I used to buy (sheep) from 4,000 to 5,000 birr 
(about $75 to $95 at current exchange rates). But 
today it is 15,000 birr (about $285). Some people 
have less income, they can no longer afford this... 
the current situation is very difficult,” he told AFP. 
“I think if peace comes to the country, the prices 
will decrease.”  —AFP

Ethiopia marks new year under  
cloud of conflict and inflation

Traders and visitors bemoan crises confronting Africa’s second most populous nation

 

Stocks and oil  
rally as dollar  
edges lower 

 
NEW YORK: Stock markets and oil prices 
rallied Friday, with investors largely pricing in 
more central bank interest rate hikes aimed at 
taming surging inflation. The dollar slid as 
much as one percent against the pound and 
euro after recent hefty gains. 

London’s stock market jumped 1.2 percent, 
mirroring advances in Paris and Frankfurt, 
while the British capital’s exchange mourned 
the death of Queen Elizabeth II. “We are 
deeply saddened at the passing of Her 
Majesty Queen Elizabeth II,” the London 
Stock Exchange said in a message posted on 
its website following her death on Thursday. 

The LSE is expected to shut on the day of 
the queen’s funeral.  

Fed Governor Christopher Waller on Friday 
was the latest to reaffirm the hawkish stance 
to combat rising prices. He warned that low-
ering inflation will take time, and said he sup-
ports another “significant increase” in the 
benchmark lending rate at the September 20-
21 policy meeting. Still, investors have become 
more optimistic about inflation. “Economists 
are slightly lowering their inflation forecasts 
and that could mean the Fed won’t have to 
take rates above four percent,” said Oanda’s 
Edward Moya. 

“Markets are being very British about the 
whole thing, carrying on in a fashion that I 
suspect she would have approved of,” said IG 
analyst Chris Beauchamp. Wall Street fol-
lowed the upbeat European session with a 
third straight positive day. The S&P 500 fin-
ished at 4,067.36, up 1.5 percent for the day 
and 3.6 percent for the week, snapping a 
three-week losing stream. 

 
Dollar off highs  

The more confident mood across equity 
and oil markets was reflected in a cooler 
dollar, which had surged to multi-decade 
highs against major peers in recent weeks 
owing to the US Federal Reserve’s hawkish 
tone promising even more interest rate 
hikes. “There are hopes that the sharp rate 
increases from the Fed may already have 
dampened demand, causing US inflation to 
weaken,” said Fawad Razaqzada, City Index 
and FOREX.com analyst. 

The greenback’s softness came even after 
yet another strong statement from a leading 
US central banker. 

Fed Governor Christopher Waller on Friday 
was the latest to reaffirm the hawkish stance 
to combat rising prices. He warned that low-
ering inflation will take time and higher rates, 
and said he supports another “significant 
increase” in the benchmark lending rate at the 
September 20-21 policy meeting.  In Asia, 
Hong Kong rose close to three percent head-
ing into a long weekend. —AFP 

ADDIS ABABA: Shepherds sell their livestock at a market during Enkutatash, the Ethiopian New Year holiday in Addis 
Ababa, Ethiopia, on September 11, 2022. —AFP

ADDIS ABABA: An orthodox youth choir performs songs door to door during Enkutatash, the Ethiopian New Year holiday 
in Addis Ababa, Ethiopia, on September 11, 2022. —AFP

African leaders seek  
funds to adapt to  
climate change 

 
CAIRO: The leaders of two dozen African coun-
tries Friday urged wealthier nations to uphold their 
aid pledges so the continent can tackle climate 
change impacts for which it shares little blame. 
They made the ca l l  a f ter  Afr ican leaders  on 
Monday lashed out at industrialized nations for 
failing to show up to a summit in the Netherlands 
on helping African nations adapt to these changes. 

We urge “developed countries to fulfill their 
pledges in relation to climate and development 
finance, and deliver on their commitments to dou-
ble adaptation finance, in particular to Africa,” the 
24 leaders said in a statement as they wrapped up 
an international conference in Cairo. 

The three-day forum came two months before 
Egypt hosts the crucial COP27 climate conference 
in Sharm El-Sheikh in November. The African con-
tinent emits only around three percent of global 
CO2 emissions, former UN chief Ban Ki-moon not-
ed this week. 

And yet African nations are among those most 

exposed to the impact of climate change, notably 
worsening droughts and floods. The African leaders 
said the financial aid was needed in view of “the 
disproportionate impact of climate change and 
nature loss on the African continent”. 

Africa not only has a “low carbon footprint”, 
they said, but it also plays a key role in capturing 
greenhouse gases, including in the Congo Basin, 
which is home to the world’s second-largest tropi-
cal rainforest after the Amazon. Funding to help 
poorer  countr ies  curb their  emiss ions  and 
strengthen their resilience will be a key flashpoint 
at COP27. A longstanding goal for developed 
countries to spend $100 billion a year from 2020 
on helping vulnerable nations adapt to climate 
change remains unmet. 

According to the African Development Bank, the 
continent will need as much as $1.6 trillion between 
2020 and 2030 for its own efforts to limit climate 
change and to adapt to the adverse impacts that 
are already apparent. The role of gas in the transi-
tion to cleaner energy is set to be a key point of 
contention at Cop27. Climate activists want it to be 
quickly phased out and replaced with renewables. 
Nigerian Finance Minister Zainab Ahmed told the 
Cairo forum that gas was a matter of survival for 
her country. “If we are not getting reasonably 
priced finance to develop gas, we are denying the 
citizens in our countries the opportunities to attain 

basic development,” she said. 
The communique also called for efforts to focus 

on climate change in a review of multilateral devel-
opment banks and international financial institu-
tions. It suggested the creation of a sustainable 
sovereign debt centre that could reduce the cost of 
capital for developing states and support debt-for-
nature swaps.  —AFP

Truss vows to  
tackle soaring 
energy prices 

 
KUWAIT: Federal Reserve Chairman Jerome Powell 
said last week that the central bank is primarily 
focused on fighting the current high inflation to pre-
vent a redo of 1970’s rooted inflation levels. His 
remarks have reaffirmed expectations of a third 
consecutive 75 basis point rate hike in the upcoming 
September meeting.  

“It is very much our view, and my view, that we 
need to act now forthrightly, strongly, as we have 
been doing, and we need to keep at it until the job is 
done,” Powell said Thursday morning at a virtual 
conference hosted by the Cato Institute. Powell did 
not say anything to challenge market expectations 
that the Fed would raise interest rates by 0.75 point 
at its Sept. 20-21 meeting, as opposed to a smaller 
increase of 50 basis points that some policy makers 
have favored. 

The consistently hawkish tone from the Fed Chair 
solidified the interest rate hike probabilities at 86 per-
cent for a 75 basis point hike on September 21. The 
market is currently pricing in 1.5 percent worth of 
hikes in the remaining three policy meetings this year.  

 
The US dollar retreats 

The volatility was the main theme of FX markets 
last week as traders kept reacting to monetary pol-
icy changes, political events and economic data. 
The greenback opened the week at 109.609 and 
peaked on Wednesday reaching a high of 110.786. 
The dollar index then retreated and gave up all its 
gain and closed the week at 109.003. The ECB met 
market expectations by delivering a larger 75bps 
rate hike at last week’s policy meeting. It lifted the 

deposit rate to 0.75 percent, and it was the largest 
rate hike ever delivered by the ECB. There had 
been some uncertainty ahead of the meeting over 
whether the ECB would continue to hike rates by 
50bps, but the policy statement emphasized that a 
“major step” was required to “frontload the transi-
tion from the prevailing highly accommodative level 
of policy rates towards levels that will ensure the 
timely return of inflation to the ECB’s 2 percent 
medium-term target”. Furthermore, the ECB deliv-
ered fresh guidance that it is planning “to raise 
rates further” over the next several policy meetings 
to “dampen demand and guard against the risk of a 
persistent upward shift in inflation expectations”. 
The main reason that the ECB is planning further 
rate hikes is because inflation remains “far too 
high” and is l ikely to stay above target for an 
“extended period”. The worsening inflation outlook 
was reflected by the significant upward revisions 
to the ECB staff forecasts, which now expect infla-
tion to average 8.1 percent in 2022, 5.5 percent in 
2023 and 2.3 percent in 2024. 

The single currency fought viciously last week to 
regain some of its losses to the US dollar. The 
announcement of a 75 basis point hike by the ECB 
supported the currency and had the levels pair 
march and reach a high of 1.0112, a level not seen in 
three weeks. As for the market’s expectations for the 
monetary policy path of the ECB, the central bank is 
expected to hike by an additional 75 basis points in 
October and 25 basis points in December, which 
means the deposit rate would reach 2 percent by 
year end.   

 
New PM with a new set of challenges 

In the UK, the Tories voted for Britain’s Prime 
Minister Liz Truss last week. She vowed immediate 
action to tackle the current challenges in the UK 
led by soaring energy prices and a looming reces-
sion. Truss is the fourth PM in the past six years to 
inherit an economy in crisis and inflation at double 

digits while a warn ear by is causing energy supply 
concerns. “I am confident that together we can ride 
out the storm. We can rebuild our economy, and we 
can become the modern brilliant Britain that I know 
we can be,” the 47-year-old former foreign secre-
tary said outside her new Downing Street home 
and office. 

The cable reached its lowest level since 1985 last 
week of 1.1403 as investors feared the uncertainty 
revolving around the UK’s economy and the 
appointment of the new PM Liz Truss with inflation 
at double digits. The Sterling pound found its way 
above the 1.15 level and closed the week toward the 
1.16 level.  

The Bank of Canada delivered a fourth consecu-
tive outsized interest rate hike in a bid to slow the 
nation’s economy and drag inflation down from four 
decade highs. Policymakers led by Governor Tiff 
Macklem raised the benchmark overnight rate by 75 
basis points to 3.25 percent on Wednesday, giving 
Canada’s central bank the highest policy rate among 
major advanced economies. Officials said they 
expect to continue raising rates 

 
RBA hikes rate 

The Reserve Bank of Australia (RBA) hiked inter-
est rates by 50bps, as widely expected, taking their 
official cash rate to 2.35 percent, its highest level in 
eight years. It marks the fourth straight 50bp hike 
and fifth rate hike since May this year. The RBA is 
relying on robust consumer and labor demand to 
absorb its rapid interest rate increases. The latest 
data showed pandemic-era stimulus, unemployment 
at a 50-year low, surging retail sales, and higher 
export prices are set to fuel the economy and infla-
tion further. The data also suggests that the RBA’s 
hikes are yet to hit demand and cool prices.  

 
Kuwait                                                 

Kuwaiti dinar 
USD/KWD closed last week at 0.30855

CAIRO: Egyptian Minister of Environment Yasmine Fouad 
talks during an interview with AFP on the sidelines of the 
African Ministers of Finance Economy and Environment 
Meeting for Cop 27 held in the New Administrative Capital, 
some 45 kilometers east of Cairo. —AFP


