
AGENCIES

THE world’s central bank um-
brella body, the Bank for In-
ternational Settlements (BIS), 
has called for interest rates to 
be raised “quickly and deci-
sively” to prevent the surge in 
inflation turning into some-
thing even more problematic.

The Swiss-based BIS has 
held its annual meeting in re-
cent days, where top central 
bankers met to discuss their 
current difficulties and one of 
the most turbulent starts to a 
year ever for global financial 
markets.

Surging energy and food 
prices mean inflation in many 
places is now its hottest in 
decades. But the usual rem-
edy of ramping up interest 
rates is raising the spectre 
of recession, and even of the 
dreaded 1970s-style “stagfla-
tion”, where rising prices are 
coupled with low or negative 
economic growth.

“The key for central banks 
is to act quickly and decisively 
before inflation becomes en-
trenched,” Agustín Carstens, 
BIS general manager, said as 
part of the body’s post-meet-
ing annual report published 
on Sunday.

Carstens, former head of 
Mexico’s central bank, said 
the emphasis was to act in 
“quarters to come”. The BIS 
thinks an economic soft land-
ing - where rates rise without 
triggering recessions - is still 
possible, but accepts it is a dif-

ficult situation.
“A lot of it will depend on 

precisely on how permanent 
these (inflationary) shocks 
are,” Carstens said, adding 
that the response of financial 
markets would also be crucial.

“If this tightening gener-
ates massive losses, generates 
massive asset corrections, and 
that contaminates consump-
tion, investment and employ-

ment - of course, that is a 
more difficult scenario.”

World markets are already 
suffering one of the biggest 
sell-offs in recent memory as 
heavyweight central banks 
like the U.S. Federal Reserve - 
and from next month the ECB 
- move away from record low 
rates and almost 15 years of 
back-to-back stimulus meas-
ures.

Global stocks are down 
20% since January and some 
analysts calculate that U.S. 
Treasury bonds, the bench-
mark of world borrowing 
markets, could be having their 
biggest losing first half of a 
year since 1788.

Carstens said the BIS’s 
own recent warnings about 
frothy asset prices meant the 
current correction was “not 

necessarily a complete sur-
prise”. That there hadn’t been 
“major market disruptions” 
so far was also reassuring, he 
added.

Part of the BIS report pub-
lished already last week said 
that the recent implosions in 
the cryptocurrency markets 
were an indication that long-
warned-about dangers of 
decentralised digital money 
were now materialising.

Those collapses aren’t ex-
pected to cause a systemic cri-
sis in the way that bad loans 
triggered the global financial 
crash. But Carstens stressed 
losses would be sizeable and 
that the opaque nature of the 
crypto universe fed uncer-
tainty.

Returning to the macro 
economic picture, he added 
that the BIS didn’t currently 
expect a period of widespread 
stagflation to take hold.

He also said that though 
many global central banks 
and the BIS itself had signifi-
cantly underestimated how 
quick global inflation has spi-
ralled over the last six to 12 
months, they weren’t about 
to lose hard-earned credibility 
overnight.

“Yes, you can argue a lit-
tle bit here about an error of 
timing of certain actions and 
the responses of the central 
banks. But by and large, I 
think that the central banks 
have responded forcefully in 
a very agile fashion,” Carstens 
said.

BIS calls for decisive wave of global rate hikes

Plastic letters arranged to read “Inflation” are placed on U.S. Dollar banknote in this illustration taken, 
June 12, 2022.

Private sector exports jump 46% 
to QR7.7 bn in Q1: Qatar Chamber
TRIBUNE NEWS NETWORK

DOHA

PRIVATE sector exports 
achieved significant growth 
during the first quarter of 
2022, Qatar Chamber has said. 

This, it added, was an in-
dicator of Qatari economy’s 
recovery and suggests that 
economic dynamics have been 
appropriately reclaimed and 
market mechanisms have fair-
ly regained its dominance over 
economic activities and result-
ing revenues.

In its quarterly report is-
sued on Sunday, Qatar Cham-
ber said the private sector 
exports value within the first 
quarter spiked up to QR7.7 bil-
lion, representing a 46 percent 
growth compared to QR5.3 bil-
lion earned last year.

QC report also mentioned 
the impact of the certificates of 
origins on the exports’ value, 
where exports holding certifi-
cates of preferential enjoyed 
elevated valued by 113.9 per-
cent, exports holding general 
certificate of origin enjoyed 
elevated value by 67.3 percent; 
and similarly, exports’ value 
increased in accordance with 
the Arab Region Certificate 
Form by 49.3 percent. On the 
other hand, GCC certificate 
value decreased by 13.7 per-
cent, as did the Singapore Uni-
fied Certificate by 35.7 percent.

Exports according to type 
of goods 

QC report indicated in-
crease in 6 out of 10 goods 
during the first quarter, where 
aluminum exports increased 
by 61.3 percent reaching up 
to QR1.92 billion compared 

to last year’s QR1.19 billion. 
Essential oils and industri-
als oils earned QR1.76 billion 
compared to QR1.14 billion 
representing a 53.8 percent 
increase. Fuel exports reached 
up to QR1.18 billion represent-
ing a whopping 356 percent in-
crease compared to last year’s 

QR260 MM. Nitrogenous fer-
tilizers earned QR1.04 billion 
compared to last year’s QR77.8 
MM, representing more than 
1000 percent increase. 

QC report stated that 
Lotrene exports reached up to 
QR376 MM, compared to last 
year’s QR307 MM, represent-

ing a 19.6 percent increase, 
while iron exports inclined by 
32.8 percent earning down to 
QR343 MM from last year’s 
QR510 MM. Chemical exports 
also increased by 7 percent, 
from QR315 MM to this year’s 
QR293 MM. In an increase of 
22 percent, petrochemicals 

increased from QR151 MM to 
QR184 MM.

As per the report, in Q1-
2022, paraffin exports record-
ed around QR175 MM, repre-
senting a 35 percent decrease 
compared to last year’s QR270 
MM. Industrial gases exports 
recorded a minimal QR129 
MM, representing a 87 percent 
decrease compares to last year 
which recorded around QR991 
MM. The report recalled that 
those ten goods are the pri-
vate sector top exports, repre-
senting 96.5 percent of total 
private sector exports. In ac-
cordance with the certificates 
of origin issued by QC in Q1-
2022, total exports of the ten 
goods reached up to QR7.4 bil-
lion, representing an increase 
of 41.8 percent.

Destinations as per  
Economic Associations

During the first quarter 
of the year 2022, Asian coun-
tries (excluding GCC and Arab 
countries) represented the top 
destinations receiving Qatari 
private sector exports, as per 
the certificates of origin issued 
by the Chamber, receiving 50.4 
percent of total exports valued 

QR3.89 billion.  EU ranked 
in the second place receiving 
24.2 percent of total exports 
valued QR1.87 billion. In the 
third place, GCC received 15.7 
percent of total exports valued 
QR1.21 billion. The forth place 
was occupied by Arab coun-
tries (excluding GCC) receiv-
ing 5.2 percent of total exports 
valued QR402.4 MM. Receiv-
ing 2.8 percent of total Qatari 
exports, USA ranked the fifth 
place importing Qatari goods 
valued QR215.8 MM. In the 
sixth place comes other Euro-
pean countries with exports 
valued QR73.6 MM, repre-
senting 0.95 percent. African 
countries (excluding Arab 
countries) come in the sev-
enth place receiving QR53.3 
MM representing 0.69 percent 
of total exports. In the eighth 
place come other American 
countries receiving around 
QR6.4 MM representing 0.08 
percent, followed by Oceania 
in the ninth place receiving 
around QR2.7 MM represent-
ing 0/04 percent of total Qa-
tari exports.

As per the report on Q1-
2022, Qatari exports were 
received by 97 countries, of 

which 27 were African, 19 were 
Asian, 13 from the EU, 13 from 
Arab countries, 10 from Amer-
icas, 5 from GCC, 8 from Eu-
ropean, and finally USA and a 
single country (Australia) from 
Oceania. 

Business partners
India was the top busi-

ness partner receiving exports 
valued around QR1.79 billion 
representing 32.2 percent of 
total exports. Netherlands 
ranked the second place re-
ceiving around QR1.2 billion 
in its markets representing 
15.6  percent of total exports. 
Turkey ranked the third place 
receiving exports valued 
QR565 MM representing 7.3 
percent. In the fourth place, 
Emirates received 7.2 percent 
of total exports valued QR558 
MM. Bangladesh ranked the 
fifth top partner receiving 
QR478 MM equivalent to 6.2 
percent of total exports. China 
ranked the sixth place receiv-
ing QR395 MM equivalent to 
5.1 percent, then Germany in 
the seventh place receiving 
QR338.5 MM equivalent to 4.4 
percent. In the eighth place, 
Sultanate of Oman received 
QR314.3 MM equivalent to 
4.1 percent of total exports, 
followed by Hong Kong in the 
ninth place receiving around 
QR251.6 MM equivalent to 
3.3 percent of total exports. 
Finally, Indonesia ranked the 
tenth place receiving QR217 
MM equivalent to 2.8 percent.

Those ten countries re-
ceived in total 79.1 percent of 
Qatari exports valued QR6.1 
billion as per the certificate of 
origin during the first quarter 
of the current year.

Quarterly report highlights
● Qatari economy recovers to seize control again over 
economic activities

● Aluminum exports achieves highest increase by 61.3% 
earning QR1.92 billion

● Qatari private sector exports were received by 97 countries 
in the first quarter

● India ranked as top business partner followed by the 
Netherlands and Turkey

Seminar on fighting 
financial crimes with 
AI at QC on Tuesday
TRIBUNE NEWS NETWORK

DOHA

THE International Cham-
ber of Commerce Qatar 
(ICC Qatar) in collabora-
tion with Moody’s Ana-
lytics will hold a seminar 
titled ‘Fighting Financial 
Crime with Artificial Intel-
ligence’ on Tuesday (June 
28, 2022) at 8:30 am (local 
time) in the Qatar Chamber 
of Commerce and Industry 
premises.

The seminar will focus 
on the effective deployment 
journey of machine learn-
ing (ML) systems and artifi-
cial intelligence (AI). These 
technologies are used to 
transform the weaknesses 
in compliance into business 
opportunities, while keep-
ing the approach customer-
centric. 

The seminar will ad-
dress; how financial and 
corporate institutions can 
significantly improve the 
effectiveness of their cus-
tomer onboarding experi-
ence, due-diligence review, 
and sanctions screening 
and financial crime detec-
tions by infusing AI and ML 
in their day-to-day opera-
tions. 

In addition, it will dis-
cuss how AI and ML can 

reduce false positive alerts 
and promote better deci-
sion-making.

The seminar will com-
prise of presentations from 
three of Moody’s Analyt-
ics experts; Mohamed 
Dawoud, Director of Ter-
ritory Business Develop-
ment (Governance, Risk 
& Compliance), Yasman 
Moghaddam, Director of 
Global Industry Practice 
Group (ESG & Climate 
Risk) and Hussain Rassoul, 
Associate Director of Know 
Your Customer (KYC).

The seminar will also 
explore the current sup-
ply chain challenges busi-
nesses are facing to keep up 
with the globalization of the 
third-party risk in a digital 
corporate environment. 

Finally, the seminar 
will conclude with a session 
on environmental, social 
and corporate governance 
(ESG). 

The speakers will also 
dive into the global impact 
that ESG will have on busi-
nesses, as well as showcase 
ESG transforming tools, 
frameworks and strategies 
to help create new business 
environments, which in 
turn will create long-term 
sustainable benefits for 
businesses.
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MG ZS Crossover: From Dynamic balance to exceptional performance
TRIBUNE NEWS NETWORK

DOHA

THE MG ZS crossover marks an 
exciting new era of design for the 
famous British car brand with 
the introduction of a totally mod-
ern design philosophy. Based on 
‘Emotional Dynamism’, the vehicle 
emphasises the premium experi-
ence and commitment to quality of 
the ambitious brand.

The MG ZS is available at 
Auto Class Cars, the authorized 
distributer of MG in Qatar, in its 
showroom on Salwa Road.

A distinctive grille, increased 
MG branding and a delicate front 
end give the car a refined look 
that carries through its sweeping 
corners to the robust rear end. 
A combination of quality and a 
premium finish have been at the 
heart of MG’s design philosophy 
for the MG ZS, with every surface, 
material and fitting selected for its 
visual impact, as well as durability 
and longevity.

Commitment to design excel-
lence is continued in the interior 
of the MG ZS, with touches that 
nod to a dynamic and exclusive 
space for the driver, while be-
ing accessible and user-friendly 
for any passengers. More than 
80% of the exposed surfaces are 
covered with soft materials, and a 
colour contrast from the dark grey 
base creates a layered effect. 

A trend for ‘bigger’ connectiv-
ity means MG’s inkaLink system, 
with 8” infotainment screen and 
Apple CarPlay, will become a sig-
nature of MG going forward as it 
looks to target a younger 
generation. A 
remote 
smart 

application will allow the driver to 
operate vehicle functions such as 
remote start and stop, manage air 
conditioning, vehicle tracking and 
aftersales appointments. It even 
reminds owners of the services 
needed for the car. 

The MG ZS provides some of 
the most generous shoulder, leg 
and headroom capacities in its 
segment, ensuring a premium 
travelling experience for driver 
and passengers alike. A massive 
448 litres of boot capacity plus a 
split-level boot provide plenty of 
room for all manner of luggage, 
while there are numerous com-
partments throughout the car 
for additional storage. It 
offers a classic dual 
colour leather 
interior 

and an optional panoramic sun-
roof (available soon). 

The MG ZS has undergone 
rigorous testing and received a 
5-star rating in the C-NCAP crash 
tests, offering customers addi-
tional peace of mind. All models 
benefit from a strengthened high 
duty steel passenger safety cage, 
ESP, ABS, EBD and a tyre pres-
sure monitoring system (TPMS), 
while rear cameras and parking 
sensors are also available.

With a New Generation NSE 
Major 1.3L Turbo, giving it unri-
valled fuel efficiency for its class. 
When it comes to performance, 

this efficient petrol unit delivers 
maximum power of 163 hp and 
230 Nm of torque. Delivering true 
driving excellence, the MG ZS 
offers three power assisted steer-
ing modes – Urban, Normal and 
Dynamic – which are designed to 
give the driver complete control. 
It is equipped with a 6-speed 
automatic gearbox.

Standard features on all mod-
els include panoramic sunroof, 
one-button start, red interior 
trim, driver electric seat, keyless 
entry, power adjustable wing 
mirrors, manual air condition-
ing, a 60/40 rear seat, height-
adjustable steering column and 
a front armrest. Contributing to 
the new model’s impressive safety 
credentials, ABS, EBD, ESP and a 
Tyre Pressure Monitoring System 
(TPMS) are also standard.

Moving up to the COM model, 
buyers can look forward to add-
ing cruise control, power assisted 
steering modes, parking sensor, 
InkaLink system, side airbags, 
LED Daytime Running Lights, 
a premium multifunction steer-
ing wheel and a roof rail to the 
specification list. The top-of-the-
range LUX model swaps 16” alloy 
wheels for 17” dual colour alloys 
and adds automatic air condition-
ing and a rear camera.

Russia slides towards default 
as payment deadline expires

AGENCIES

RUSSIA edged closer to de-
fault on Sunday amid little 
sign that investors holding 
its international bonds had 
received payment, heralding 
what would be the nation’s 
first default in decades.

Russia has struggled to 
keep up payments on $40 
billion of outstanding bonds 
since its invasion of Ukraine 
on Feb. 24, which provoked 
sweeping sanctions that have 
effectively cut the country out 
of the global financial system 
and rendered its assets un-
touchable to many investors.

The Kremlin has repeated-
ly said there are no grounds for 
Russia to default but is unable 
to send money to bondholders 
because of sanctions, accusing 
the West of trying to drive it 
into an artificial default.

The country’s efforts to 
swerve what would be its first 
major default on internation-
al bonds since the Bolshevik 
revolution more than a cen-
tury ago hit an insurmount-
able roadblock when the U.S. 
Treasury Department’s Of-
fice of Foreign Assets Control 
(OFAC) effectively blocked 
Moscow from making pay-
ments in late May.

“Since March we thought 
that a Russian default is prob-
ably inevitable, and the ques-
tion was just when,” Dennis 
Hranitzky, head of sovereign 
litigation at law firm Quinn 
Emanuel, told Reuters. “OFAC 
has intervened to answer that 
question for us, and the de-
fault is now upon us.”

Whiel a formal default 
would be largely symbolic 
given Russia cannot borrow 

internationally at the moment 
and doesn’t need to thanks to 
rich oil and gas revenue, the 
stigma would probably raise 
its borrowing costs in future.

The payments in question 
are $100 million in interest on 
two bonds, one denominated 
in U.S. dollars and another 
in euros , Russia was due to 
pay on May 27. The payments 
had a grace period of 30 days, 
which will expire on Sunday.

Russia’s finance ministry 
said it made the payments to 
its onshore National Settle-
ment Depository (NSD) in eu-
ros and dollars, adding it has 
fulfilled obligations.

However, it is unlikely that 
funds will find their way to 
many international holders. 
For many bondholders, not 
receiving the money owed in 
time into their accounts con-
stitutes a default.

With no exact deadline 
specified in the prospectus, 

lawyers say Russia might have 
until the end of the following 
business day to pay the bond-
holders.

The legal situation sur-
rounding the bonds looks 
complex.

Russia’s bonds have been 
issued with an unusual variety 
of terms, and an increasing 
level of ambiguities for those 
sold more recently, when Mos-
cow was already facing sanc-
tions over its annexation of 
Crimea in 2014 and a poison-
ing incident in Britain in 2018.

Rodrigo Olivares-Cam-
inal, chair in banking and 
finance law at Queen Mary 
University in London, said 
clarity was needed on what 
constituted a discharge for 
Russia on its obligation, or the 
difference between receiving 
and recovering payments.

“All these issues are sub-
ject to interpretation by a 
court of law, but Russia has 

not waived any of its sover-
eign immunity and has not 
submitted to the jurisdiction 
of any court in any of the two 
prospectuses,” Olivares-Cam-
inal told Reuters.

In some ways, Russia is in 
default already.

A committee on deriva-
tives has ruled a “credit event” 
had occurred on some of its 
securities, which triggered a 
payout on some of Russia’s 
credit default swaps - instru-
ments used by investors to in-
sure exposure to debt against 
default. This was triggered by 
Russia failing to make a $1.9 
million payment in accrued 
interest on a payment that 
had been due in early April. 
read more

Until the Ukraine inva-
sion, a sovereign default had 
seemed unthinkable, with 
Russia being rated investment 
grade up to shortly before that 
point. A default would also be 

unusual as Moscow has the 
funds to service its debt.

The OFAC had issued a 
temporary waiver, known as 
a general licence 9A, in early 
March to allow Moscow to 
keep paying investors. It let 
it expire on May 25 as Wash-
ington tightened sanctions on 
Russia, effectively cutting off 
payments to U.S. investors 
and entities.

The lapsed OFAC licence 
is not the only obstacle Rus-
sia faces as in early June the 
European Union imposed 
sanctions on the NSD, Rus-
sia’s appointed agent for its 
Eurobonds. read more

Moscow has scrambled 
in recent days to find ways of 
dealing with upcoming pay-
ments and avoid a default.

President Vladimir Putin 
signed a decree last Wednes-
day to launch temporary pro-
cedures and give the govern-
ment 10 days to choose banks 
to handle payments under a 
new scheme, suggesting Rus-
sia will consider its debt obli-
gations fulfilled when it pays 
bondholders in roubles.

“Russia saying it’s com-
plying with obligations under 
the terms of the bond is not 
the whole story,” Zia Ullah, 
partner and head of corporate 
crime and investigations at 
law firm Eversheds Suther-
land told Reuters.

“If you as an investor are 
not satisfied, for instance, if 
you know the money is stuck 
in an escrow account, which 
effectively would be the prac-
tical impact of what Russia is 
saying, the answer would be, 
until you discharge the obliga-
tion, you have not satisfied the 
conditions of the bond.”

The clock on Spasskaya tower showing the time at noon, is pictured next to Moscow’s Kremlin, and St. 
Basil’s Cathedral, March 31, 2020. 

‘Reduce fuel and 
electricity use now’

AGENCIES

LEADERS of three French en-
ergy companies called on the 
French public Sunday to im-
mediately reduce consumption 
of fuel, oil, electricity and gas 
amid shortages and soaring 
prices due to Russia’s supply 
cuts and the war in Ukraine.

“The effort must be imme-
diate, collective and massive,” 
the leaders of the three compa-
nies, TotalEnergies, EDF and 
Engie said in a joint statement 
published in the French weekly 
Journal du Dimanche. 

Russia has cut — and in 
some case shut off — gas sup-
plies to several European Un-
ion countries in retaliation for 
the 27-member bloc’s sanc-
tions against Moscow for its 
Feb. 24 invasion of Ukraine.

The European energy sys-
tem has been under severe 
strain for months. The level of 
alert on gas stocks across the 
continent is high, and ration-
ing measures have been put in 
place. France, like other Euro-
pean countries, is trying to beef 
up its gas reserves for winter, 
aiming to fill up its storage by 
early autumn to avert an eco-

nomic and political crisis.
“Taking action in the sum-

mer will prepare us for win-
ter,” the energy companies’ 
leaders said.

In addition to the gas sup-
ply shortages linked to the war 
in Ukraine, there are pressures 
on electricity production ca-
pacities in Europe and reduc-
tions in hydroelectric produc-
tion due to drought.

“The soaring energy prices 
are a result of these difficulties 
that threaten our social and 
political cohesion and have a 
heavy impact on purchasing 
power of families,” the state-
ment said. The French govern-
ment plans to restart a coal-
fueled power plant located 
in the eastern Moselle region 
to meet the country’s winter 
electricity needs, according to 
French media reports, citing a 
statement from the Ministry of 
Energy Transition.

The government shut down 
the power plant in Saint-Avold 
in March as part of President 
Emmanuel Macron’s plan to 
close all coal-fueled plants by 
the end of the year to protect 
the environment and Earth’s 
climate.

UK, US, Japan and Canada 
to ban Russia gold imports

AGENCIES

BRITAIN, the United States, 
Japan and Canada will ban 
new imports of Russian gold 
as part of efforts to tighten the 
sanctions squeeze on Moscow 
for its invasion of Ukraine, the 
British government said on 
Sunday.

The ban will come into 
force shortly and apply to new-
ly mined or refined gold, the 
government statement said 

ahead of a meeting of Group of 
Seven leaders in Germany on 
Sunday.

The move will not affect 
previously exported Russian-
origin gold, it added.

Russian gold exports were 
worth 12.6 billion pounds 
($15.45 billion) last year and 
wealthy Russians have re-
cently been buying bullion to 
reduce the financial impact of 
Western sanctions, the gov-
ernment said.
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Asked to name the culprits behind the spike in gasoline prices, 72% of 1,055 Americans polled in late April and early May blamed profit-seeking corporations

Did corporate greed fuel inflation? 
It’s not biggest culprit

Furious about surging prices at the 
gasoline station and the super-
market, many consumers feel they 
know just where to cast blame: 
On greedy companies that relent-

lessly jack up prices and pocket the profits.
Responding to that sentiment, the Dem-

ocratic-led House of Representatives last 
month passed on a party-line vote — most 
Democrats for, all Republicans against — a 
bill designed to crack down on alleged price 
gouging by energy producers.

Likewise, Britain last month announced 
plans to impose a temporary 25% windfall 
tax on oil and gas company profits and to 
funnel the proceeds to financially struggling 
households.

Yet for all the public’s resentment, most 
economists say corporate price gouging is, 
at most, one of many causes of runaway in-
flation — and not the primary one.

They include: Supply disruptions at 
factories, ports and freight yards. Worker 
shortages. President Joe Biden’s enormous 
pandemic aid program. COVID 19-caused 
shutdowns in China. Russia’s invasion of 
Ukraine. And, not least, a Federal Reserve 
that kept interest rates ultra-low longer 
than experts say it should have.

“There are much more plausible candi-
dates for what’s going on,” said Jose Azar an 
economist at Spain’s University of Navarra.

Most of all, though, economists say re-
surgent spending by consumers and govern-
ments drove inflation up.

The blame game is, if anything, inten-
sifying after the U.S. government reported 
that inflation hit 8.6% in May from a year 
earlier, the biggest price spike since 1981.

To fight inflation, the Fed is now belat-
edly tightening credit aggressively. On June 
15, it raised its benchmark short-term rate 
by three-quarters of a point — its largest 
hike since 1994 — and signaled that more 
large rate hikes are coming. The Fed hopes 
to achieve a notoriously difficult “soft land-
ing” — slowing growth enough to curb infla-
tion without causing the economy to slide 
into recession.

For years, inflation had remained at 
or below the Fed’s 2% annual target, even 
while unemployment sank to a half-century 
low. But when the economy rebounded from 
the pandemic recession with startling speed 
and strength, the U.S. consumer price index 
rose steadily — from a 2.6% year-over-year 
increase in March 2021 to last month’s four-
decade high.

For a while at least — before profit mar-
gins at S&P 500 companies dipped early this 
year — the inflation surge coincided with 
swelling corporate earnings. It was easy for 
consumers to connect the dots: Companies, 
it seemed, were engaged in price-gouging. 
This wasn’t just inflation. It was greedfla-
tion.

Asked to name the culprits behind the 
spike in gasoline prices, 72% of the 1,055 
Americans polled in late April and early 
May by the Washington Post and George 
Mason University’s Schar School of Policy 

and Government blamed profit-seeking 
corporations, more than the share who 
pointed to Russia’s war against Ukraine 
(69%) or Biden (58%) or pandemic disrup-
tions (58%). And the verdict was bipartisan: 
86% of Democrats and 52% of Republicans 
blamed corporations for inflated gas prices.

“It’s very natural for consumers to see 
prices rising and get angry about it and then 
look for someone to blame,” said Christo-
pher Conlon, an economist at New York 
University’s Stern School of Business who 
studies corporate competition. “You and I 
don’t get to set prices at the supermarket, 
the gas station or the car dealership. So 
people naturally blame corporations, since 
those are the ones they see raising prices.’’ 
Yet Conlon and many other economists are 
reluctant to indict — or to favor punishing 
— Corporate America. When the University 
of Chicago’s Booth School of Business asked 
economists this month whether they’d sup-
port a law to bar big companies from selling 
their goods or services at an “unconscion-
ably excessive price” during a market shock, 
65% said no. Only 5% backed the idea.

Just what combination of factors is 

most responsible for causing prices to soar 
“is still an open question,” economist Azar 
acknowledges. COVID-19 and its aftermath 
have made it hard to assess the state of the 
economy. Today’s economists have no expe-
rience analyzing the financial aftermath of a 
pandemic.

Policymakers and analysts have been 
repeatedly blindsided by the path the econ-
omy has taken since COVID struck in March 
2020: They didn’t expect the swift recovery 
from the downturn, fueled by vast govern-
ment spending and record-low rates engi-
neered by the Fed and other central banks. 
Then they were slow to recognize the gath-
ering threat of high inflation pressures, dis-
missing them at first as merely a temporary 
consequence of supply disruptions.

One aspect of the economy, though, is 
undisputed: A wave of mergers in recent 
decades has killed or shrunk competition 
among airlines, banks, meatpacking compa-
nies and many other industries. That con-
solidation has given the surviving compa-
nies the leverage to demand price cuts from 
suppliers, to hold down workers’ pay and to 
pass on higher costs to customers who don’t 

have much choice but to pay up.
Researchers at the Federal Reserve 

Bank of Boston have found that less compe-
tition made it easier for companies to pass 
along higher costs to customers, calling it 
an “amplifying factor” in the resurgence of 
inflation.

Josh Bivens, research director at the 
liberal Economic Policy Institute, has esti-
mated that nearly 54% of the price increases 
in nonfinancial businesses since mid-2020 
can be attributed to “fatter profit margins,” 
versus just 11% from 1979 through 2019.

Bivens conceded that neither corporate 
greed nor market clout has likely grown sig-
nificantly in the past two years. But he sug-
gested that during the COVID inflationary 
spike, companies have redirected how they 
use their market power: Many have shifted 
away from pressuring suppliers to cut costs 
and limiting workers’ pay and have instead 
boosted prices for customers.

In a study of nearly 3,700 companies re-
leased last week, the left-leaning Roosevelt 
Institute concluded that markups and profit 
margins last year reached their highest level 
since the 1950s. It also found that compa-

nies that had aggressively raised prices be-
fore the pandemic were more likely to do so 
after it struck, “suggesting a role for market 
power as an explanatory driver of inflation.″ 
Yet many economists aren’t convinced that 
corporate greed is the main culprit. Jason 
Furman, a top economic adviser in the Oba-
ma White House, said that some evidence 
even suggests that monopolies are slower 
than companies that face stiff competition 
to raise prices when their own costs rise, 
“in part because their prices were high to 
begin with.” Likewise, NYU’s Conlon cites 
examples where prices have soared in com-
petitive markets. Used cars, for example, 
are sold in lots across the country and by 
numerous individuals. Yet average used-car 
prices have skyrocketed 16% over the past 
year. Similarly, the average price of major 
appliances, another market with plenty of 
competitors, jumped nearly 10% last month 
from a year earlier.

By contrast, the price of alcoholic bever-
ages has risen just 4% from a year ago even 
though the beer market is dominated by AB-
Inbev and spirits by Bacardi and Diageo.

“It is hard to imagine that AB-Inbev isn’t 
as greedy as Maytag,” Conlon said.

So what has most driven the inflation-
ary spike? “Demand,” said Furman, now at 
Harvard University. “Lots of government 
spending, lots of monetary support — all 
combined together to support extraordinar-
ily high levels of demand. Supply couldn’t 
keep up, so prices rose.’’ Researchers at the 
Federal Reserve Bank of San Francisco es-
timate that government aid to the economy 
during the pandemic, which put money in 
consumers’ pockets to help them endure the 
crisis and set off a spending spree, has raised 
inflation by about 3 percentage points since 
the first half of 2021.

In report released in April, researchers 
at the Federal Reserve Bank of St. Louis 
blamed global supply chain bottlenecks for 
playing a “significant role” in inflating fac-
tory costs. They found that it added a stag-
gering 20 percentage points to wholesale 
inflation in manufacturing last November, 
raising it to 30%.

Still, even some economists who don’t 
blame greedflation for the price spike of 
the past year say they think governments 
should try to restrict the market power of 
monopolies, perhaps by blocking mergers 
that reduce competition. The idea is that 
more companies vying for the same custom-
ers would encourage innovation and makes 
the economy more productive.

Even so, tougher antitrust policies 
wouldn’t likely do much to slow inflation 
anytime soon.

“I find it helpful to think about compe-
tition like diet and exercise,” NYU’s Conlon 
said. “More competition is a good thing. 
But, like diet and exercise, the payoffs are 
long term.

“Right now, the patient is in the emer-
gency room. Sure, diet and exercise are still 
a good thing. But we need to treat the acute 
problem of inflation.”

 Most economists say corporate price gouging is, at most, one of many causes of runaway inflation — and not the primary one.

Agencies

GERMANY is hosting this 
year’s meeting of leaders from 
the Group of Seven leading 
economies in the Bavarian 
resort of Elmau. Before the 
invasion of Ukraine by Russia 
triggered a cascade of crises 
over food, energy and inter-
national security, the main fo-
cus of the meeting was meant 
to be on climate change.

The German government 
under Chancellor Olaf Scholz 
still plans to get the G-7 to 
commit to collective progress 
on curbing global warming, 
and one of the ideas being dis-
cussed is the creation of a ‘cli-
mate club’ for countries that 
want to speed ahead when it 
comes to tackling the issue.

What is a climate club? 
The idea was first floated 

by Yale economist and Nobel 
Prize winner William Nord-
haus, who said the voluntary 
nature of existing climate 
agreements hasn’t resulted in 
sufficient progress.

He proposed that coun-
tries which were serious 

about reducing their emis-
sions could come together 
and form a club which would 
jointly set ambitious targets 
and exempt each other from 
climate-related trade tariffs 
that non-members would be 
subject to.

“This would basically act 
as a stick as well as a carrot,” 
said Domien Vangenechten, a 
policy adviser at the Brussels-
based environmental think 
tank E3G.

Who might join?
Germany’s Scholz hopes 

to get the whole G-7 behind 
the idea. France and Italy are 
virtually given, since both 
countries are also members of 
the European Union that is it-
self a club with strong climate 
targets. Canada is keen to fi-
nalize a long-discussed trade 
agreement with the EU and 
membership of the climate 
club could help.

Britain left the EU in 2020 
and is skeptical about joining 
any arrangement with the 
bloc. But a club that includes 
members beyond the EU 
would likely be acceptable to 

London, especially if the Unit-
ed States is in.

Washington has always 
had a problem entering into 
binding agreements on cli-
mate change, particularly due 
to Republican opposition. 
President George W. Bush 
withdrew America’s signature 
under the 1997 Kyoto treaty 
and President Donald Trump 
pulled the U.S. out of the 2015 
Paris accord — a much less 
stringent pact. The U.S. re-
joined Paris under President 

Joe Biden, however, and there 
is growing realization that a 
go-it-alone approach may not 
be in America’s interest, espe-
cially if it wants to force China 
to pull its weight on reducing 
emissions. Japan may also 
be swayed by the prospect of 
putting pressure on its big 
neighbor and privileged ac-
cess to European and North 
American markets.

What about China?
The world’s biggest emit-

ter of greenhouse gas isn’t 
likely to join straightaway. 
But if it wants to export its 
wares to the rest of the world 
without having climate tariffs 
slapped on them, it may have 
to join. 

Expect Beijing to be sharp-
ly critical of the idea, just as it 
has been of the EU’s planned 
“carbon border adjustment 
mechanism” — which also en-
tails tariffs for polluters who 
don’t play by the bloc’s rules. 
China has tried to rally other 

emerging economies such as 
South Africa and Indonesia in 
opposition to the plan. That’s 
one reason why Scholz has in-
vited both of those countries 
attend the G-7 as guests, and 
made clear that the climate 
club is open to all.

Will the idea take off?
Experts say a critical mass 

of countries will need to join 
the club for it to become at-
tractive enough that others 
feel compelled to apply too.

The exact details of how 
the club’s rules would work 
are still sketchy. General sup-
port by the G-7, without any 
formal commitments, could 
help put the idea on the agen-
da at upcoming meetings, 
particularly the U.N. climate 
summit in November. An en-
dorsement there would show 
that the club isn’t the exclu-
sive preserve of rich nations 
but a genuine addition to ex-
isting climate efforts.

And will it save the  
planet?

Johan Rockstrom, direc-
tor of the Potsdam Institute 

for Climate Impact Research, 
thinks it’s worth a try given 
that existing measures aren’t 
delivering the emissions cuts 
required to meet the Paris ac-
cord’s target for limiting global 
warming.

“The world’s remaining 
carbon budget is running out 
so fast that we will soon have 
no scientific chance of keep-
ing to 1.5 Celsius (2.7 Fahr-
enheit),” he said. “So we in 
the scientific community are 
grasping at anything that 
might help, and one way is to 
get all major emitters to agree 
on a set of collective principles 
for emissions pathways and 
carbon pricing.”

Rockstrom said the hope 
is that such efforts will even-
tually reach a positive tipping 
point, as happened with the 
1987 Montreal Protocol that 
saw the world come together 
to tackle the ozone problem. 
The underlying principle of a 
climate club would turn up-
side-down the current situa-
tion where the least-ambitious 
countries set the pace, and in-
stead make it a race to be the 
fastest, he said.
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