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COLOMBO: Sri Lanka’s president said Tuesday
that China had agreed to restructure its loans to the
bankrupt island nation, clearing the final obstacle to
a long-awaited International Monetary Fund
bailout. An unprecedented economic crisis has seen
Sri Lanka’s 22 million people suffer acute food, fuel
and medicine shortages, along with extended black-
outs and runaway inflation.

President Ranil Wickremesinghe’s government
has been working to repair Sri Lanka’s ruined
finances and secure the sorely needed IMF rescue
package. But it was held up by debt negotiations
with China, its largest bilateral creditor.

Wickremesinghe told parliament Beijing had now
agreed to a restructure and that he expected the first
tranche from the Washington-based lender’s prom-
ised $2.9 billion in funds to be released within the
month. “We have done our part, I hope the IMF will
do theirs,” he said in a special address to lawmakers.

Wickremesinghe said the state-owned Exim
Bank of China had sent a letter to the IMF on
Monday night signaling its willingness to go
ahead with a restructure. There was no immedi-

ate confirmation of the announcement from the
bank or the IMF. Sri Lanka defaulted on its $46
billion foreign debt last April. 

Just over $14 billion of that is bilateral debt
owed to foreign governments, of which China
holds 52 percent. Wickremesinghe’s government
entered into a staff-level agreement with the IMF
for a $2.9 billion rescue package in September,
but its release was held up pending “financial
assurances” from creditors.

Japan and India, its other biggest creditors, along
with a host of others known as the “Paris Club”
creditor nations, had given assurances earlier this
year, leaving only China to give its assent. Financial
analyst Murtaza Jafferjee, the head of the Colombo-
based Advocata Institute think tank, told AFP “a
significant shift in China’s earlier position” would
have been necessary for the bailout to proceed.

Beijing had earlier proposed a debt moratori-
um for up to two years instead of taking a haircut
on its loans, an offer considered insufficient to
meet the IMF’s requirements.

“It is up to the IMF board to decide if the Exim

Bank letter provides sufficient financial assurances
they expect from all creditors,” Jafferjee told AFP.

‘Rebuild this nation’ 
Sri Lanka’s economic crisis culminated last July

when tens of thousands of protesters stormed then-
president Gotabaya Rajapaksa’s official residence,
forcing him to flee abroad and resign.
Wickremesinghe has imposed sharp tax hikes and
ended energy subsidies to repair the nation’s
finances and meet the terms of the IMF deal. He has
also announced plans to sell off loss-making state
enterprises, including Sri Lanka’s national airline, to
satisfy the terms of the IMF bailout.

The president warned last month Sri Lanka
would remain bankrupt for at least three more
years and acknowledged that his austerity meas-
ures had caused discontent. “Introducing new tax
policies is a polit ical ly unpopular decision.
Remember, I’m not here to be popular. I want to
rebuild this nation from the crisis it has fallen into,”
he said then. On Tuesday he told parliament that
inflation had eased to about 50 percent, from a

high of nearly 70 percent in September. Police
have used tear gas and water cannon to disperse
several protests against the government’s econom-
ic reforms in recent weeks. Government doctors
and bank employees were among those who went
on strike last week, defying a government ban on
trade union action by “essential services”. —AFP
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Lego’s profits 
rose in 2022
despite inflation
BILLUND, Denmark: Lego, the world’s number
one toymaker, said Tuesday that its revenue and
profits rose last year as demand for its plastic bricks
remained strong despite inflationary headwinds. For
2022, net profit at the Danish firm rose four percent
to 13.8 billion kroner ($1.98 billion) while sales
jumped 17 percent to 64.6 billion kroner.

“These results were delivered despite extraor-
dinary inflationary pressures on materials, freight
and energy costs,” the company said in a state-
ment. Excluding currency effects, the sales gain
was 11 percent. The privately-held company did
not provide unit sales. The firm, in which the hold-
ing company of Denmark’s Kirkbi family owns 75
percent with the rest being held by the Lego
Foundation, said sales improved in all markets and
its market share grew globally.

“The company expects single digit revenue
growth in 2023, ahead of the global toy market and
will continue to accelerate investments in strategic
initiatives,” it said. The company has seen contin-
ued success in the last two years even after no
longer enjoying a boost from lockdowns keeping
people at home, so far withstanding pressure from
inflation and slowing economies.

It has been buoyed both by sets based on
franchises such as Star Wars and Harry Potter
as well as home-grown hits like Lego Friends
and Lego Technic. Lego, which has completely

withdrawn from Russia fol lowing Moscow’s
invasion of Ukraine, has continued its strategy
of opening more stores, with 155 new shops
opened during the year, bringing the number of
shops worldwide to 904.

Lego, which employs some 27,000 people, has
also been making major investments to reduce the

climate impact of its products and operations,
including by manufacturing closer to consumers.
The group has just opened a carbon-neutral facto-
ry in Vietnam, joining already established ones in
Hungary, the Czech Republic, Mexico, China and
Denmark. A new factory is also being constructed
in the United States. — AFP
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S Africa’s GDP 
fell below 
pre-COVID levels
CAPE TOWN: South Africa’s economy shrank 1.3
percent in the final three months of 2022 to return
below pre-pandemic levels as record power short-
ages hit activity, official data showed Tuesday.
“After rallying in the third quarter of 2022, South
African gross domestic product (GDP) declined by
1.3 percent in the fourth quarter,” the national sta-
tistics agency StatsSA said, adding that “GDP fell
below pre-pandemic levels”.

The trade and finance sectors were the biggest
contributors to the economy’s decline. The slump
compares to the 1.6 percent seasonally adjusted
quarter-on-quarter growth rate in July through
September. Growth in Africa’s most industrialized
country was weighed down in the final quarter by
unprecedented levels of power outages. Only two
days were spared the staggered blackouts during
the last three months of last year.

State-owned energy firm Eskom, saddled with
constantly breaking down generating plants, is fail-
ing to meet demand. South Africa’s economy was
badly hit by the COVID-19 pandemic, which ampli-
fied joblessness and poverty, in one of the world’s
most unequal countries.

Economic growth slowed for about two years.
After the economy returned to its pre-pandemic
size in the first quarter of 2022, growth has been
hampered by floods and an energy crisis.

Economic growth is forecast to be as low as
0.3 percent in 2022 due to the electricity supply
crisis, according to the central bank, down from
2.5 percent in 2022. — AFP

Macron vs unions: 
What’s at stake 
for France?
PARIS: French President Emmanuel Macron is fac-
ing his biggest standoff with France’s trade unions
since coming to power in 2017, with the outcome of
a series of strikes and protests over a pensions
overhaul seen as decisive for both sides. As labor
groups look to bring the country “to a standstill” on
Tuesday, AFP looks at what’s at stake for the presi-
dent, the unions and the country at large.

What’s in the reform? 
Macron’s flagship proposal would raise the mini-

mum retirement age from its current level of 62 to
64, bringing France more into line with its EU
neighbors, most of which have pushed back the
retirement age to 65 or higher. The law also stiffens
the requirements for a full pension and would abol-
ish privileges enjoyed by some public-sector
employees, such as those at the Paris Metro.

After initially claiming it was intended to make
the system fairer, the government now emphasizes
that it is about savings. “The status quo in the next
10 years means 150 billion euros [$160 billion] of
accumulated deficits and a fall in the quality of life
of pensioners,” Labour Minister Olivier Dussopt
said at the weekend. The changes, which would also
see small raises for the lowest pensions, are slated
to come into force in September.

Who are the opponents? 
France’s trade unions have organized five sepa-

rate days of protests so far, but Tuesday will see
them move into a higher gear, with a threat of
rolling strikes risking a severe knock-on in subse-
quent days. Their main complaint is that the changes
penalize unskilled workers who tend to start their
careers early and often toil in physically demanding
jobs, unlike university graduates.

They also contest that government’s claim of
looming deficits for the pay-as-you-go pensions
system, saying that small increases in contribu-
tions could keep it solvent. The unions are backed
by the hard-left France Unbowed (LFI) political
party, which wants the retirement age lowered to
60, as well as the Socialists and Greens. The far-
right party of Marine Le Pen is also against the
overhaul, while expressing unease over attempts
to paralyze France with rolling strikes. A host of
left-wing intellectuals have also voiced opposi-

tion, notably star economist Thomas Piketty,
who sees Macron as reinforcing his reputation
as “the president of the rich”.

What’s at stake for Macron? 
After trying and failing to push through pension

reform during his first term, Macron returned to the
issue while campaigning for re-election last April.
He defeated Le Pen running on another pro-busi-
ness platform that promised to lower unemployment
and make the French “work more” in order to
finance the country’s social security system. But
political analysts say his mandate is weak, and
Macron himself acknowledged in his victory speech
that many people had voted for him simply to keep
Le Pen out of power. Despite warnings from allies
about the timing of the reform so soon after the
COVID-19 pandemic and in the middle of a cost-of-
living crisis, the 45-year-old has pressed ahead.
“For Emmanuel Macron, pulling back would be an
abdication,” senior right-wing senator Bruno
Retailleau, who supports the reform, said on
Sunday. “If he pulled back, he couldn’t reform any-
more, his term would be over.”

What about public opinion? 
Around two thirds of voters tell pollsters they are

against the changes, and a majority of people sup-
port the strikes. Opposition appears to be particular-

ly strong in small and midsize towns, where Le Pen
draws much of her support. Fears that the changes
could prompt a resurgence of the so-called “Yellow
Vest” protests, a spontaneous and sometimes violent
anti-government movement in 2018, have been
unfounded so far. Despite its unpopularity, two in
three people say they believe the reform will pass, a
poll by the Elabe group showed on Monday.

Are these protests typical? 
The government was expecting a rough ride-few

major changes happen in France without protests.
For left-wingers, any attempt to roll back the

rights of workers-to short working hours, generous
pensions or protected employment contracts-is
seen as an attack on the achievements of the labor
movement over the past century. The current
protests might end up surpassing those of 2010,
when right-wing president Nicolas Sarkozy raised
the retirement age to 62 from 60. They are also big-
ger than those of 1995, when the government was
forced into a notorious U-turn on pensions. But the
impact of Tuesday’s stoppages is different, with the
advent of working-from-home and new technology
reducing disruptions. “So far, the mobilization of
French people to demonstrate or go on strike has
been important, but probably not enough to have a
significant macroeconomic impact,” economists at
the bank ING wrote Monday.  — AFP

NANTES: People take part in a demonstration in Nantes, western France, on March 7, 2023, as part of a nationwide action
day against French President’s pension reform and its postponement of the legal retirement age from 62 to 64. — AFP

BILLUND, Denmark: This file photo taken on November 29, 2022 shows people checking LEGO boxes at a shop in
the hotel LEGOLAND in Billund, Denmark. — AFP

Australian CB
lifts rates to 
11-year high
SYDNEY: Australia’s central bank on Tuesday
hiked interest rates to an-11-year high, putting
mortgage holders under mounting pressure as it
tries to curb inflation. The Reserve Bank of Australia
lifted borrowing costs by 25 basis points to 3.6 per-
cent, marking the 10th successive increase.

The bank has been criticized for raising interest
rates-and pushing up mortgage repayments-as
people face spiraling food and electricity prices.
“Global inflation remains very high. It will be some
time before inflation is back to target rates,” bank
governor Philip Lowe said in a statement.

Lowe said he expected further rate increases
would be needed to return inflation to the bank’s 2-
3 percent target range, and he vowed to “do what is
necessary” to get there. Household inflation in
Australia is above seven percent, according to the
latest government figures.

The widely anticipated rate hike comes as central
banks around the world continue to tighten mone-
tary policy in the face of runaway food and energy
prices, exacerbated by the war in Ukraine. — AFP 

SYDNEY: People walk past a real estate agent’s win-
dow in Melbourne on March 7, 2023, as the Reserve
Bank of Australia (RBA) raises interest rates for the
10th consecutive meeting, taking the cash rate target
to 3.6 per cent. —AFP


