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QATAR Central Bank (QCB) 
has revealed that it settled 
more than 3,000 cheques 
worth QR80 million within 
the first day of extending the 
work of the Electronic Check 

Conversion (ECC).
Earlier in July, QCB an-

nounced the extension of 
the ECC system, directing all 
banks to implement the check 
conversion service through-
out the week, including week-
ends and during all official                           
holidays.

Twitter has legal edge in deal dispute with Musk: Experts 
AGENCIES 
WILMINGTON 

TWITTER has a strong legal 
case against Elon Musk walk-
ing away from his $44 billion 
deal to acquire the US social 
media company but could 
opt for a renegotiation or 
settlement instead of a long 
court fight, according to legal                       
experts.

Delaware courts, where 
the dispute between the two 
sides is set to be litigated, have 
set a high bar for acquirers be-
ing allowed to abandon their 
deals. But target companies 
often choose the certainty of 
a renegotiated deal at a lower 
price or financial compensa-
tion rather than a messy court 
battle that can last for many 
months, three corporate law 
professors interviewed by Re-
uters said.

“The argument for settling 
at something lower is that 
litigation is expensive,” said 
Adam Badawi, a law profes-
sor at UC Berkeley. “And this 
thing is so messy that it might 
not be worth it.”

Twitter and Musk spokes-
people did not immediately 
respond to requests for com-
ment.

Musk’s main claim against 
Twitter is that the San Francis-
co-based company breached 

their deal because it will not 
share with him enough infor-
mation to back up its claim 
that spam or fake accounts 
constitute less than 5 percent 
of its active users. Twitter has 
stood by this estimate but also 
said it’s possible the number 
of these accounts is higher.

Musk also said in a letter 
to Twitter on Friday that the 
company’s misrepresenta-
tion of the number of spam 
accounts might be a “mate-
rial adverse effect (MAE)” that 
would allow him to walk away 
under the terms of the deal 
contract.

But legal experts said Del-
aware courts view MAEs as 
dramatic, unexpected events 
that cause long-term harm 
to a company’s performance. 
Deal contracts such as the one 
between Musk and Twitter are 
so prescriptive that a judge has 
ruled that an MAE has validly 
been triggered only once in 
the history of such litigation 
in the case of German health-
care group Fresenius Kabi AG 
ending its deal for U.S. generic 
drugmaker’s Akorn in 2018.

In that case, a court ruled 
that Akorn’s assurances to 
Fresenius that it was in com-
pliance with its regulatory 
obligations were inaccurate. 
It also found that Akorn had 
withheld facts about its de-

teriorating performance that 
emerged in whistleblower al-
legations.

Legal experts were dis-
missive of the idea that inac-
curate spam account numbers 

would amount to an MAE for 
Twitter on the same level as 
the problems that plagued 
Akorn.

“If it goes to court, Musk 
has the burden to prove more 

likely than not, that the spam 
account numbers not only 
were false, but they were so 
false that it will have signifi-
cant effect on Twitter’s earn-
ings going forward,” said Ann 

Lipton, associate dean for fac-
ulty research at Tulane Law 
School.
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Musk also claimed that 
Twitter breached their agree-
ment by firing two key high-
ranking employees, its rev-
enue product lead and general 
manager of consumer, without 
his consent as required by 
their contract.

“That’s probably the only 
claim that has any purchase,” 
said Brian Quinn, a professor 
at Boston College Law School, 
but he added he did not be-
lieve the firings were serious 
enough to affect Twitter’s 
business.

In 2020, the Delaware 
court allowed Mirae Asset 
Capital Co of South Korea to 
walk away from a $5.8 billion 
luxury hotel deal because the 
pandemic caused the seller, 
Anbang Insurance Group of 
China, to alter its ordinary 
course hotel operations.

Most of the times the 
courts find in favor of the 
target companies and order 
acquirers to complete their 
deals - a legal remedy known 
as “specific performance.”

In 2001, for example, Ty-
son Foods, the largest US 
chicken processor, decided it 

no longer wanted to buy the 
largest meatpacker, IBP. A 
judge ordered that the deal be 
completed.

Many companies, howev-
er, choose to settle with their 
acquirers to end uncertainty 
about their future that can 
weigh on their employees, cus-
tomers and suppliers.

This happened more fre-
quently when the COVID-19 
pandemic broke out in 2020 
and delivered a global eco-
nomic shock. In one instance, 
French retailer LVMH threat-
ened to walk away from a deal 
with Tiffany. The US jewellery 
retailer agreed to lower the ac-
quisition price by $425 million 
to $15.8 billion.

Simon Property Group, 
the biggest US mall operator, 
managed to cut its purchase 
price of a controlling stake in 
rival Taubman Centers by 18 
percent to $2.65 billion.

Other companies let the 
acquirers walk away in ex-
change for financial compen-
sation. That includes medi-
cal technology firm Channel 
Medsystems, which sued Bos-
ton Scientific for trying to walk 
away from their $275 million 
deal. In 2019, a judge ruled the 
deal should be completed and 
Boston Scientific paid Channel 
Medsystems an undisclosed 
settlement.
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THE volume of global sukuk 
issuance this year will drop by 
about 12 percent on an annual 
basis as the cost of borrowing 
continues to rise amid global 
interest rate increases and fi-
nancing needs of issuers de-
cline, S&P Global Ratings has 
said in a recent report 

Total issuances this year 
are expected to reach about 
$130 billion, down from the 
$147.4 billion recorded in 
2021, the agency said in the 
report.

“We have revised down 
our sukuk issuance forecasts 
for 2022 to about $130 billion 
from our initial projection of 
$145 billion to $150 billion, 
and we see further risks build-
ing,” Mohamed Damak, global 
head of Islamic finance at                                                                                                              
S&P, said.

“Historically high inflation 
and subsequent rate increases 
have also reduced global li-
quidity and made it more ex-
pensive,” he said.

Benchmark interest rates 
around the world are rising 
as policymakers attempt to 
keep inflation in check, with 
consumer prices in the US, 
the world’s biggest economy, 
climbing to a 40-year high                    
in May.

The US Federal Reserve, 
which kept rates near zero 
during the coronavirus pan-
demic, reacted last month 
with a larger-than-expected 
three quarters of a percentage 
point interest rate increase, 
its third in three months and 
the biggest since 1994, as part 
of efforts to control inflation.

The Fed has indicated 
there are more rate increases 
to come this year and next, 
and most central banks 

around the world are expect-
ed to follow suit to bring en-
ergy and food prices driven by 
inflation under control.

For 2022, inflation global-
ly has been forecast at 5.7 per-
cent in advanced economies 
and 8.7 percent in emerging 
market and developing econ-
omies, according to the Inter-
national Monetary Fund.

Inflation, however, is 
relatively lower in the hydro-
carbons-rich economic bloc 
of the GCC. Consumer price 
rises are expected to remain 
in low single digits this year.

Investors’ risk aversion 
has also increased, with ma-
jor segments of the capital 
markets experiencing “signif-
icantly lower activity” in the 
first half of 2022 compared 
with last year, according                       
to S&P.

“The sukuk market, as a 
component of the global capi-
tal market, is not immune to 
global trends,”Damak said.

Sukuk issuances, both lo-
cal and foreign currency de-
nominated deals, dropped to 
$74.5 billion in the first half 
of 2022, compared with $93.3 

billion reported in the first six 
months of the 2021.

Most core Islamic financ-
ing markets recorded lower 
sukuk issuance activity, with a 
few exceptions including Tur-
key, Bahrain and the UAE that 
reported “marginally higher 
numbers”.

Saudi Arabia, Opec’s big-
gest oil exporter, said there 
was an increase in local cur-
rency issuance volumes, as the 
government focused on devel-
oping its local capital market.

“The rise in oil prices since 
2021 has boosted the balance 

sheets of several issuers in core 
Islamic finance countries. We 
were, therefore, not surprised 
to see a decrease in issuance in 
first-half 2022,” Damak said.

Corporate issuers also re-
mained cautious about tap-
ping sukuk markets to finance 
their capital expenditure plans 
in the first half of this year.

“The scars of the pandemic 
and uncertainty related to the 
financing environment have 
led many to rein in growth in-
vestments, turn to banks for 
funding, or start deleverag-
ing,” he added.

Global sukuk volumes set to 
slide to $130 billion in 2022 
amid expensive liquidity: S&P

Elon Musk’s main claim against Twitter is that the San Francisco-based company breached their deal 
because it will not share with him enough information to back up its claim that spam or fake accounts 
constitute less than 5 percent of its active users. 

Total issuances of sukuk this year are expected to reach about $130 billion, down from the $147.4 billion recorded in 2021. 

More than 3,000 cheques 
settled on first day of 
ECC extending work: QCB

The Qatar Central Bank in Doha.  
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GOLD prices will remain ele-
vated in the second half of 2022 
if stock markets continue to un-
derperform, geopolitical risks 
persist and inflation remains 
high, the World Gold Council 
said in its latest report.

The precious metal, which 
investors turn to as a hedge 
against inflation, ended the 
first half of 2022 up 0.6 per 
cent, initially rallying as the 
Russia-Ukraine war unfolded, 
prompting investors to seek 

high-quality and liquid hedges 
amid increased economic un-
certainty, the London-based 
council said in its mid-year 
review.

Gold’s stabilisation was in 
response to a “tug of war be-
tween rising interest rates and 
a high-risk environment”, the 
WGC said on Friday.

“The latter was a combina-
tion of persistently high infla-
tion, as well as likely support 
from the extended conflict 
in Ukraine and its potential 
knock-on effects on global 
growth.”

Gold prices to remain 
‘elevated’ amid global 
economic uncertainty
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After going on a frenzied 
hiring spree for a year and a 
half to meet surging shopper 
demand, America’s retailers 
are starting to temper their re-
cruiting.

the changing mindset 
comes as companies con-
front a pullback in consumer 
spending, the prospect of an 
economic downturn and surg-
ing labor costs. Some analysts 
suggest that merchants have 
also learned to do more with 
fewer workers.

the nation’s top employer, 
Walmart, said it recently over-
hired because of a COVID-
related staffing shortage and 
then reduced its head count 
through attrition. In April, 
Amazon said it, too, had de-
cided that it had an excess of 
workers in its warehouses. 
And fedex, whose customers 
include big retailers, said late 
last month that it was hiring 
fewer people.

In addition, new data 
shows that retailers in recent 
months have been scaling 
back sign-on bonuses and are 
no longer relaxing job require-
ments — a sign that they no 
longer feel compelled to ex-
pand their applicant pool, ac-
cording to the labor analytics 
company Lightcast. And Sna-
gajob, an online marketplace 

for hourly work, reports that 
job postings in retailing have 
been slowing in the past cou-
ple of months, though they re-
main up from a year ago.

retailers “are going to take 
a conservative view of what’s 
possible and what’s neces-
sary, because the price they 
will pay for being wrong will 
be minimum if they run out of 
goods and don’t have enough 
staff, and massive if they wind 
up with an inventory glut and 
they have too many people 
employed,” said Mark Cohen, 
director of retail studies at Co-
lumbia University and a for-
mer CeO of Sears Canada.

the easing of retail hir-
ing is happening in a labor 
market that has undergone 
volatile swings throughout the 
recovery from the pandemic 
recession of 2020. early on, 
companies like Amazon, tar-
get and Walmart that provide 
necessities and goods for the 
home stepped up their hiring 
to meet a crushing demand 
from online shoppers. At the 
same time, stores like Macy’s 
and Nordstrom whose cloth-
ing lines were considered non-
essential by many at the time, 
temporarily laid off workers 
during nationwide lockdowns.

the pullback in retail hir-
ing comes against the back-
drop of a still-robust national 
job market. On friday, the 

government is expected to re-
port that America’s employers 
added 275,000 jobs in June, 
according to economists sur-
veyed by the data provide 
factSet. that would amount 
to a solid gain, though it would 
be the smallest monthly total 
in more than a year. It would 
suggest that the pace of hiring 
may be easing — something 
the federal reserve has been 
hoping for as it looks to slow 
the economy and curb high in-
flation.

the unemployment rate 
for June is expected to have 
remained 3.6%, just above the 
half-century low that preced-
ed the pandemic and a sign 
that the demand for workers, 
economy-wide, is still strong.

the job market became 
extremely tight starting in 
the spring of 2021, after the 
country emerged from the 
lockdowns and people, many 
of them newly vaccinated, 
were eager to shop and dine 
out again. At the same time, 
many workers were reassess-
ing their jobs and whether 
the long hours were worth the 
paycheck, and some decided 
not to return to their employ-
ers.

In May, the retail industry 
shed about 61,000 positions, 
though overall employment 
in the sector is still 159,000 
above its pre-pandemic feb-

ruary 2020 level. Jack Klein-
henz, chief economist at the 
National retail federation, 
the nation’s largest retail 
trade group, said he believes 
the decline is more of an aber-
ration. In a most recent report 
on job departures, he noted, 
there were 1.1 million retail 
job openings even while about 
730,000 people in retail were 
receiving unemployment ben-
efits. that meant that retail 
job openings vastly exceeded 
the number of people claim-
ing unemployment benefits.

But shifting consumer be-
havior is already weighing on 
retailers and other types of 
businesses as well. Netflix and 
Peloton have announced lay-
offs, for example while tech-
nology behemoths like face-
book’s parent Meta Platforms 
Inc. and Uber technologies 
say they have moderated their 
hiring plans. Such a pullback, 
if replicated elsewhere, might 
herald a broader scaling-back 
of hiring across the economy 
and, eventually, help slow the 
economy and ease high infla-
tion.

the latest round of retail 
earnings reports show how 
surging inflation in gas and 
other necessities is making 
shoppers, particularly lower-
income households, avoid 
discretionary purchases and 
focus more on basics. 

Retailers scale back 
hiring as worry about 
a slowdown grows

A customer checks price tags as she shops at a retail store in Schaumburg, Ill., Thursday, June 30, 2022.
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A strong hiring report for June 
has assuaged fears that the 
U.S. economy might be on the 
cusp of a recession — and high-
lighted the resilience of the na-
tion’s job market.

Yet the figures the gov-
ernment released friday also 
spotlighted the sharp divide 
between the healthy labor 
market and the rest of the 
economy: Inflation has soared 
to 40-year highs, consumers 
are increasingly gloomy, home 
sales and manufacturing are 
weakening and the economy 
might actually have shrunk for 
the past six months.

the contrasting picture 
suggests an economy at a 
crossroads. Strong hiring and 
wage growth could help stave 
off recession. Or, conversely, 
painful inflation and stead-
ily higher borrowing rates 
engineered by the federal re-
serve could discourage con-
sumer and business spending 
and weaken growth, eventu-
ally leading businesses to scale 
back hiring or even cut jobs.

for now, at least, the lat-
est jobs data from the Labor 
Department shows that many 
businesses still want to keep 

hiring. employers added 
372,000 jobs in June, a sur-
prisingly robust gain and in 
line with the pace of the previ-
ous two months. economists 
had expected job growth to 
slow sharply last month given 
the broader signs of economic 
weakness.

the unemployment rate 
remained 3.6% for a fourth 
straight month, matching a 
near-50-year low that was 
reached before the pandemic 
struck in early 2020.

“for all the doom and 
gloom that’s in the markets 
right now, companies them-
selves still seem pretty upbeat 
on their own progress,” said 
James Knightley, chief econo-
mist at ING, a bank. “It sort of 
dampens the near-term fear 
that we’re heading into an im-
pending recession.”

Still, there’s plenty of un-
certainty clouding the econo-
my’s outlook. Consumers cut 
back on their spending, when 
adjusted for inflation, in May 
for the first time this year. 
Home sales have fallen 9% 
from a year ago. And the fed-
eral reserve is raising its key 
interest rate at the fastest pace 
in three decades, with the goal 
of cooling consumer and busi-

ness spending and curbing in-
flation but heightening the risk 
that it will eventually cause a 
recession.

“the economic tea leaves 
get harder to read when the 
economy is at a turning point,” 
said Daniel Zhao, senior econ-
omist at employment website 
Glassdoor. “Or, put another 
way, turning points are only 
obvious in hindsight.”

Jason furman, a Harvard 
economist who was a top eco-
nomic adviser to President 

Barack Obama, said the gap 
between the healthy jobs data 
and the overall economic pic-
ture is the widest it’s been in 
70 years. In the first half this 
year, employers added 2.7 
million jobs, even while other 
data suggests that the overall 
economy contracted during 
that time.

“everything about the 
economy over the last 2 1/2 
years,” furman said, “has been 
extremely unusual, and it con-
tinues to be.”

furman noted that the data 
on economic growth might be 
revised in the coming months 
to show that the economy ac-
tually did expand earlier this 
year, at least slightly. Or, many 
employers might be playing 
catch-up on hiring after hav-
ing struggled to find workers 
for months and may soon scale 
back staffing as the economy 
contracts. for now, numerous 
sectors of the economy posted 
strong job gains in June. Health 
care added 78,000, transporta-

tion and warehousing 36,000 
and professional services — a 
category that includes account-
ing, engineering, and legal ser-
vices — gained 74,000. And a 
sector that includes mainly res-
taurants, hotels and entertain-
ment jobs added 67,000.

John Schall, the owner of 
a Boston-based tex-Mex res-
taurant chain called el Jefe’s 
taqueria, is enjoying strong 
sales growth and says he’s 
optimistic about his business. 
He plans to open his eighth 
restaurant next week in Pitts-
burgh. Schall has hired five 
managers there and will add 
up to 30 hourly workers.

Having opened six stores 
in the chaotic two years since 
the pandemic struck, he is 
relatively unfazed by inflation 
and supply chain problems.

“All of them are issues, but 
overall, I couldn’t be more ex-
cited about where we’re at and 
where we’re going,” Schall said.

rising prices have eroded 
his profits, he said, but he 
thinks inflation will prove tem-
porary, so he isn’t planning 
price increases beyond one he 
imposed nine months ago.

Yet some companies are 
announcing layoffs or have 
paused hiring. In particular, 

several large retailers, includ-
ing Walmart and Amazon, 
have said they over-hired 
during the pandemic, with 
Walmart reducing its head-
count by attrition. retailers 
cut an average of 9,000 jobs a 
month in the April-June quar-
ter, after having added 70,000 
a month from January through 
March. that trend may mean 
that stores anticipate slower 
spending ahead.

Leah Kirpalani, the found-
er of Shop Good, a “clean beau-
ty” and wellness business with 
two locations in San Diego, is 
watching her sales nervously. 
She’s noticed that consum-
ers are increasingly focusing 
on essentials like moisturiz-
ers and cleansers. Most aren’t 
picking up extra products like 
serums, she said, and they’re 
being hesitant about trying 
new products.

for now, she has no plans 
to reduce staff. But that could 
change if conditions worsen.

the fed may regard the 
strong June job gain as evi-
dence that the rapid pace of 
hiring is further feeding infla-
tion as companies raise pay 
to attract workers and then 
increase prices to cover their 
higher labor costs.

A robust June jobs report clouds outlook for US economy

Global bond and equity markets have 
been particularly volatile in recent 
weeks as the general sell-off that 

started early this year deepened with the de-
terioration of the macro outlook. the main 
reason for such moves was the multitude 
of negative prints coming from inflation 
figures in key advanced economies. In fact, 
the headline consumer price index (CPI) 
for the US and the euro area accelerated 
further in May 2022. At 8.6% for the US and 
8.1% for the euro area, the CPI prints came 
well above the 2% target of their respective 
monetary authorities.

Importantly, the inflation figures for 
May were significantly higher than what was 
expected by both policymakers and inves-
tors. this was particularly relevant in the 
US, where a debate about “peak inflation” 
was gaining ground before new figures were 
released. 

Higher than expected inflation led to 
even more pressure on the US federal re-
serve (fed) and the european Central Bank 
(eCB) to pivot away from an excessively ac-
commodative stance and accelerate the pace 
of monetary policy normalization. 

this piece dives into the main challenges 
faced by both the fed and the eCB in recent 
months. 

In the US, the fed is “behind the curve,” 
having to tighten policy rates more rapidly 
to contain inflation. Last time US inflation 
reached the May 2022 highs was in early 
1982, when the fed policy rate was 15%, 
versus the current level of 1.75%. In the 
past, every time US inflation breached the 
5% mark, the price spiral problem was not 
contained before policy rates were aggres-
sively hiked to a level that was at least as 
high as peak inflation. every single time 
that this happened, the monetary tightening 
contributed to a recession. 

this time, however, it seems extremely 
unlikely that US policy rates would move 
above existing inflation rates. the level of 
overall indebtedness in the US public and 
private sector, at around USD 85 trillion or 
350% of GDP, would make it very difficult 
for the fed to sustain policy rates much 
above 3.5% to 4%. Doing so would increase 
the debt burden too much too quickly, 
increasing the risk of a financial crisis or 
a sudden stop in consumption and invest-
ment. thus, if inflation does not moderate 
over the next few months, the fed will have 
to face some difficult choices in terms of 
what aspect of its mandate it should prior-
itize – price stability, full employment or 
financial stability. this could be one of the 
most difficult trade-offs of the history of 
the fed. 

In the euro area, policy choices for 
the eCB are equally difficult. After several 
quarters in the doldrums with the deflation-
ary effect from the pandemic, prices spiked 
sharply in the second half of 2021, surpris-
ing most analysts and investors. In fact, this 
became the most severe inflationary shock 
the euro area has ever experienced in its 
more than twenty three years of history. 
taking Germany as a proxy for inflation 
for the region during the pre-euro era, last 
time inflation reached the May 2022 highs 
was in mid-1973, when the Bundesbank 
policy rate was 7%, versus the current 
eCB policy rate of -0.5%. the negative gap 
between inflation and policy rates is mul-
tiple times anything seen over the last two 
generations. this suggests that the eCB 

has a lot of “catch up” to do in terms of rate 
hikes, particularly as a widening interest 
rate differential against the US would place 
more pressure on the eUr. In the absence 
of a meaningful cycle of eCB rate hikes, the 
eUr could depreciate further against the 
USD, adding to inflation pressures as the 
cost of imported goods increase.

However, monetary tightening in the 
euro area could be costly. the macro situ-
ation differs across countries within the 
euro area, particularly when it comes to 
employment rates, fiscal needs and debt 
levels. Mediterranean countries of the South 
or the “periphery” of the euro area, such as 
Greece, Spain and Italy, have higher un-
employment rates, fiscal deficits and debt 
levels than the stronger economies of the 
North (Germany, Austria, Belgium and the 
Netherlands). Hence, Southern european 
economies are more vulnerable to a “hawk-
ish” pivot from the eCB. this is already 
starting to transpire as intra-eUr bond 
spreads widen, making it more expensive to 
fund Southern economies. If this continues, 
higher rates could cause another regional 
debt crisis in the “periphery” of the euro 
area. this problem could be amplified by the 
escalation of the conflict with russia, which 
could develop into an acute energy scarcity 
in some Western european countries, caus-
ing a sudden stop in manufacturing activity. 

All in all, both the fed and the eCB 
are under pressure to deliver lower infla-
tion as part of their mandates. However, 
this requires more aggressive policy ac-
tions that could lead to severe unintended 
consequences, such as deep recessions and 
more financial instability. If inflation does 
not moderate significantly over the coming 
months, this is likely to become to reality 
and could create the most difficult environ-
ment for monetary policymaking since the 
“stagflationary” period of the 1970s.

 — By QNB Economics Team

US Fed, ECB under pressure  
to deliver lower inflation
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Gas lines and scuffles: Sri Lanka 
faces humanitarian crisis

Chamila Nilanthi is tired of all the 
waiting. The 47-year-old mother 
of two spent three days lining up 
to get kerosene in the Sri Lankan 
town of Gampaha, northeast of 

the capital, Colombo. Two weeks earlier she 
spent three days in a queue for cooking gas 
— but came home with none.

“I am totally fed up, exhausted,” she 
said. “I don’t know how long we have to do 
this.’’ A few years ago Sri Lanka’s economy 
was growing strongly enough to provide 
jobs and financial security for most. It’s now 
in a state of collapse, dependent on aid from 
India and other countries as its leaders des-
perately try to negotiate a bailout with the 
International Monetary Fund.

The collapse has brought political tur-
moil and protests demanding the resigna-
tions of both Prime Minister Ranil Wickrem-
esinghe and President Gotabaya Rajapaksa. 
Wickremesinghe agreed Saturday to resign 
as protesters stormed the president’s resi-
dence, saying he would leave office when all 
parties have agreed on a new government.

What’s happening in this South Asian 
island nation of 22 million is worse than the 
usual financial crises seen in the developing 
world: It’s a complete economic breakdown 
that has left people struggling to buy food, 
fuel and other necessities and resulted in 
unrest and violence.

“It really is veering quickly into a hu-
manitarian crisis,” said Scott Morris, a sen-
ior fellow at the Center for Global Develop-
ment in Washington.

Such disasters are more commonly seen 
in poorer countries, in sub-Saharan Africa 
or in war-torn Afghanistan. In middle-in-
come countries such as Sri Lanka, they are 
rarer but not unheard of: 6 million Ven-
ezuelans have fled their oil-rich country to 
escape a seemingly unending political crisis 
that has devastated the economy.

Indonesia, once touted as an “Asian Ti-
ger” economy, endured Depression-level 
deprivation in the late 1990s that led to ri-
ots and political unrest and swept away a 
strongman who had held power for three 
decades. The country now is a democracy 
and a member of the Group of 20 biggest 
industrial economies.

Sri Lanka’s crisis is largely the result 
of staggering economic mismanagement 
combined with fallout from the pandemic, 
which along with 2019 terrorism attacks 
devastated its important tourism industry. 
The coronavirus crisis also disrupted the 
flow of remittances from Sri Lankans work-
ing abroad.

The government took on big debts and 
slashed taxes in 2019, depleting the treasury 
just as COVID-19 hit. Foreign exchange re-
serves plummeted, leaving Sri Lanka unable 
to pay for imports or defend its beleaguered 
currency, the rupee.

Ordinary Sri Lankans — especially the 
poor — are paying the price. They wait for 
days for cooking gas and petrol in lines that 
can extend more than 2 kilometers (1.2 
miles). Sometimes, like Chamila Nilanthi, 
they go home with nothing.

At least 16 people have died so far wait-
ing for gasoline. One was a 63-year-old man 

found inside his vehicle on the outskirts 
of Colombo. Unable to get fuel, some have 
given up driving and resorted to bicycles or 
public transportation to get around.

The government has closed urban 
schools and some universities and is giv-
ing civil servants every Friday off for three 
months to conserve fuel and allow them 
time to grow their own fruit and vegetables.

Food price inflation is running at 57%, 
according to government data, and 70% of 
Sri Lankan households surveyed by UNICEF 
last month reported cutting back on food 
consumption. Many families rely on gov-
ernment rice handouts and donations from 
charities and generous individuals.

Unable to find cooking gas, many Sri 
Lankans are turning to kerosene stoves or 
cooking over open fires.

Affluent families can use electric induc-
tion ovens for cooking, unless the power is 
out. But most Sri Lankans can’t afford those 
stoves or higher electric bills.

Sri Lankans furious over fuel shortages 
have staged protests, blocked roads and con-
fronted police. Fights have broken out when 
some try to jump ahead in fuel lines. Police 
have attacked unruly crowds.

One night in June, a soldier was seen as-
saulting a police officer at a fuel station in a 
dispute over gasoline distribution. The police 
officer was hospitalized. The police and mili-
tary are separately investigating the incident.

The crisis is a crushing blow to Sri Lan-
ka’s middle class, estimated to account for 
15% to 20% of the country’s urban popula-
tion. Until it all came apart, they enjoyed 
financial security and increasing standards 
of living.

Such a reversal is not unprecedented. In 
fact, it looks like what happened to Indone-
sia in the late 1990s.

The U.S. Agency for International Devel-
opment — which runs aid projects for poor 
countries — was preparing to close up shop 
in the Indonesian capital, Jakarta; the coun-

try didn’t seem to need the help. “As one of 
the Asian Tigers, it had worked its way off 
the aid list,” said Jackie Pomeroy, an econo-
mist who worked on a USAID project in the 
Indonesian government before joining the 
World Bank in Jakarta.

But then a financial crisis — triggered 
when Thailand suddenly devalued its cur-
rency in July 1997 to combat speculators 
— swept across East Asia. Plagued by wide-
spread corruption and weak banks, Indo-
nesia was hit especially hard. Its currency 
plummeted against the U.S. dollar, forcing 
Indonesian companies to cough up more ru-
piahs to pay back dollar-denominated loans.

Businesses closed. Unemployment 
soared. Desperate city dwellers returned to 
the countryside where they could grow their 
own food. The Indonesian economy shrank 
more than 13% in 1998, a Depression-level 
performance.

Desperation turned to rage and dem-
onstrations against the government of Su-

harto, who had ruled Indonesia with an iron 
fist since 1968. “It very quickly rolled into 
scenes of political unrest,” Pomeroy said. “It 
became an issue of political transition and 
Suharto.’’ The dictator was forced out in May 
1998, ending autocratic rule.

Although they live in a democracy, many 
Sri Lankans blame the politically dominant 
Rajapaksa family for the disaster. “It’s their 
fault, but we have to suffer for their mis-
takes,” said Ranjana Padmasiri, who works 
as a clerk at a private firm.

Prominent Rajapaksas have resigned — 
former Prime Minister Mahinda Rajapaksa 
and Basil Rajapaksa, who was finance min-
ister. Protesters demanding that President 
Rajapaksa also step down have camped out-
side his office in Colombo for more than two 
months.

Resignation, Padmasiri said, isn’t 
enough. “They can’t get away easily,” he 
said. “They must be held responsible for this  
crisis.’’

A daily wage laborer waits for work at a wholesale market in Colombo, Sri Lanka, Sunday, June 26, 2022. Sri Lankans have endured months of shortages of food, fuel and other necessities due to the 
country’s dwindling foreign exchange reserves and mounting debt, worsened by the pandemic and other longer term troubles.

For years, there’s been a 
cardinal rule for flying civil-
ian drones: Keep them within 
your line of sight. Not just 
because it’s a good idea — it’s 
also the law.

But some drones have re-
cently gotten permission to 
soar out of their pilots’ sight. 
They can now inspect high-
voltage power lines across the 
forested Great Dismal Swamp 
in Virginia. They’re tracking 
endangered sea turtles off 
Florida’s coast and monitor-
ing seaports in the Nether-
lands and railroads from New 
Jersey to the rural West.

Aviation authorities in the 
U.S. and elsewhere are pre-
paring to relax some of the 
safeguards they imposed to 
regulate a boom in off-the-
shelf consumer drones over 
the past decade. Businesses 
want simpler rules that could 
open your neighborhood’s 
skies to new commercial ap-
plications of these low-flying 
machines, although privacy 
advocates and some airplane 
and balloon pilots remain 
wary.

For now, a small but grow-

ing group of power compa-
nies, railways and delivery 
services like Amazon are lead-
ing the way with special per-
mission to fly drones “beyond 
visual line of sight.” As of early 
July, the U.S. Federal Aviation 
Administration had approved 
230 such waivers — one of 
them to Virginia-based Do-
minion Energy for inspecting 
its network of power plants 
and transmission lines.

“This is the first step of 
what everybody’s expecting 
with drones,” said Adam Lee, 
Dominion’s chief security of-
ficer. “The first time in our 
nation’s history where we’ve 
now moved out into what I 
think everyone’s expecting 
is coming.” That expectation 
— of small drones with lit-
tle human oversight deliver-
ing packages, assessing home 
insurance claims or buzzing 
around on nighttime security 
patrols — has driven the FAA’s 
work this year to craft new 
safety guidelines meant to fur-
ther integrate drones into the 
national airspace.

The FAA said it is still re-
viewing how it will roll out 

routine operations enabling 
some drones to fly beyond 
visual line of sight, although 
it it has signaled that the per-
missions will be reserved for 
commercial applications, not 
hobbyists.

“Our ultimate goal is you 
shouldn’t need a waiver for 
this process at all. It becomes 
an accepted practice,” said 
Adam Bry, CEO of California 
drone-maker Skydio, which 
is supplying its drones to Do-
minion, railroad company 
BNSF and other customers 
with permission to fly beyond 
line of sight.

“The more autonomous 
the drones become, the more 
they can just be instantly 
available anywhere they could 
possibly be useful,” Bry said.

Part of that involves de-
ciding how much to trust 
that drones won’t crash into 
people or other aircraft when 
their operators aren’t looking. 
Other new rules will require 
drones to carry remote iden-
tification — like an electronic 
license plate — to track their 
whereabouts. And in the af-
termath of Russia’s war in 

Ukraine — where both sides 
have used small consumer 
drones to target attacks — the 
White House has been push-
ing a parallel effort to counter 
the potential malicious use of 
drones in the U.S.

At a gas-fired plant in 

Remington, Virginia, which 
helps power some of Washing-
ton’s suburbs, a reporter with 
The Associated Press watched 
in June as Dominion Energy 
drone pilots briefly lost visual 
line of sight of their inspection 
drone as it flew around the 

backside of a large fuel tank 
and the top of a smoke stack.

That wouldn’t have been 
legally possible without Do-
minion’s recently approved 
FAA waiver. And it wouldn’t 
have been technically possible 
without advancements in col-
lision-avoidance technology 
that are enabling drones to fly 
closer to buildings.

Previously, “you would 
have to erect scaffolding or 
have people go in with a buck-
et truck,” said Nate Robie, who 
directs the drone program at 
Dominion. “Now you can go 
in on a 20-minute flight.” Not 
everyone is enthused about 
the pending rules. Pilots of 
hot air balloons and other 
lightweight aircraft warn that 
crashes will follow if the FAA 
allows largely autonomous de-
livery drones the right of way 
at low altitudes.

“These drones cannot see 
where they are flying and are 
blind to us,” said a June call to 
action from the Balloon Fed-
eration of America.

Broader concerns come 
from civil liberties groups that 
say protecting people’s priva-

cy should be a bigger priority.
“There is a greater chance 

that you’ll have drones flying 
over your house or your back-
yard as these beyond-visual-
line-of-sight drone operations 
increase,” said Jeramie Scott, 
a senior counsel at the Elec-
tronic Privacy Information 
Center who sat on the FAA’s 
advisory group working to 
craft new drone rules. “It’ll be 
much harder to know who to 
complain to.” EPIC and other 
groups dissented from the 
advisory group’s early recom-
mendations and are calling 
for stronger privacy and trans-
parency requirements — such 
as an app that could help peo-
ple identify the drones above 
them and what data they are 
collecting.

“If you want to fly beyond 
visual line of sight, especially 
if you are commercial, the 
public has a right to know 
what you’re flying, what data 
you are collecting,” said An-
drés Arrieta, director of con-
sumer privacy engineering at 
the Electronic Frontier Foun-
dation. “It seems like such a 
low bar.”

The next frontier for drones: Letting them fly out of sight

A drone flies at one of the Federal Aviation Administration’s desig-
nated drone testing sites run by nonprofit Northeast UAS Airspace 
Integration Research Alliance Inc., at Griffiss International Airport in 
Rome, N.Y., on June 11, 2021. 
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