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THE Business Year (TBY), a 
global media group that has 
been providing investors, 
businesses, and govern-
ments with first-hand in-
sights into the world’s most 
dynamic markets for over a 
decade, has been present in 
Qatar for eight consecutive 
years, alongside a promi-
nent presence across the 
GCC since 2012. 

After a year-long period 
of research and analysis, TBY 

is preparing to launch The 
Business Year: Qatar 2022, 

World Cup Special Edition. 
The report will launch in 

partnership with the Min-
ister of Commerce and 

Industry, the Qatari Busi-
nessmen Association, and 
the Qatari Businesswomen  
Association. 

The publication comes at 
a crucial time for Qatar as it 
gears up to play host to the 
2022 FIFA World Cup. The 
country has also recently 
emerged from a regional 
crisis that saw its borders 
blockaded, successfully nav-
igated the pandemic, and is 
now engaging with Europe 
to ensure energy security in 
the face of Russian aggres-
sion in Ukraine.

It is in this climate that 
TBY’s research was carried 
out. Upon release, the pub-
lication will feature inter-
views with around 150 busi-
ness leaders from across the 
economy. 

Key areas of focus will in-
clude the impact and legacy 
of the World Cup, the evolu-
tion of the financial ecosys-
tem, the energy transition 
embodied by the rebranding 
of Qatar Petroleum to Qatar 
Energy, the latest develop-
ments at the North Field 
Expansion project, and the 

evolving role of women in 
the local economy.

The Business Year: Qa-
tar 2022, World Cup Spe-
cial Edition will be available 
digitally this August via the-
businessyear.com, Press-
Reader, and Google Books. 

It will also be available 
for users of Bloomberg Ter-
minal, Refinitiv Eikon, Dow 
Jones Factiva, and FactSet. 
The physical edition will 
be officially launched at 
the Qatar Investment Sum-
mit 2022 in Doha this  
September.

The Business Year gears up to launch its eighth edition

US economy shrinks for a 2nd 
quarter, raising recession fear

AGENCIES

THE US economy shrank from 
April through June for a sec-
ond straight quarter, contract-
ing at a 0.9% annual pace and 
raising fears that the nation 
may be approaching a reces-
sion.

The decline that the Com-
merce Department reported 
Thursday in the gross domes-
tic product — the broadest 
gauge of the economy — fol-
lowed a 1.6% annual drop 
from January through March. 
Consecutive quarters of falling 
GDP constitute one informal, 
though not definitive, indica-
tor of a recession.

The GDP report for last 
quarter pointed to weakness 
across the economy. Consum-
er spending slowed as Ameri-
cans bought fewer goods. 
Business investment fell. 
Inventories tumbled as busi-
nesses slowed their restocking 
of shelves, shaving 2 percent-
age points from GDP.

Higher borrowing rates, 
a consequence of the Federal 
Reserve’s series of rate hikes, 
clobbered home construction, 
which shrank at a 14% annual 
rate. Government spending 
dropped, too.

The report comes at a criti-

cal time. Consumers and busi-
nesses have been struggling 
under the weight of punish-
ing inflation and higher loan 
costs. On Wednesday, the Fed 
raised its benchmark rate by 
a sizable three-quarters of a 
point for a second straight 
time in its push to conquer 
the worst inflation outbreak in 
four decades.

The Fed is hoping to 
achieve a notoriously difficult 
“soft landing”: An economic 
slowdown that manages to 

rein in rocketing prices with-
out triggering a recession.

Apart from the United 
States, the global economy as 
a whole is also grappling with 
high inflation and weakening 
growth, especially after Rus-
sia’s invasion of Ukraine sent 
energy and food prices soar-
ing. Europe, highly depend-
ent on Russian natural gas, 
appears especially vulnerable 
to a recession. In the United 
States, the inflation surge and 
fear of a recession have erod-

ed consumer confidence and 
stirred anxiety about the econ-
omy, which is sending frus-
tratingly mixed signals. And 
with the November midterm 
elections nearing, Americans’ 
discontent has diminished 
President Joe Biden’s public 
approval ratings and could in-
crease the likelihood that the 
Democrats will lose control of 
the House and Senate.

Fed Chair Jerome Powell 
and many economists have 
said that while the economy 

is showing some weakening, 
they doubt it’s in recession. 
Many of them point, in par-
ticular, to a still-robust labor 
market, with 11 million job 
openings and an uncommonly 
low 3.6% unemployment rate, 
to suggest that a recession, if 
one does occur, isn’t here yet.

“The back-to-back contrac-
tion of GDP will feed the debate 
about whether the U.S. is in, or 
soon headed for, a recession,” 
said Sal Guatieri, senior econo-
mist at BMO Capital Markets. 
“The fact that the economy 
created 2.7 million payrolls in 
the first half of the year would 
seem to argue against an of-
ficial recession call for now.” 
Still, Guatieri said, “the econ-
omy has quickly lost steam in 
the face of four-decade high in-
flation, rapidly rising borrow-
ing costs and a general tighten-
ing in financial conditions.” In 
the meantime, Congress may 
be moving toward approving 
action to fight inflation un-
der an agreement announced 
Wednesday by Senate Major-
ity Leader Chuck Schumer and 
Sen. Joe Manchin, a West Vir-
ginia Democrat. Among other 
things, the measure would 
allow Medicare to negotiate 
prescription drug prices with 
pharmaceutical companies, 
and the new revenue would be 
used to lower costs for seniors 
on medications.

In the wake of Thursday’s 
second straight negative GDP 
report, Biden downplayed the 
news, pointing to continued 
low unemployment and strong 
hiring.

A man shops at a supermarket on Wednesday, July 27, 2022, in New York. The U.S. economy shrank from 
April through June for a second straight quarter, contracting at a 0.9% annual pace and raising fears that 
the nation may be approaching a recession.

Facebook’s Meta 
posts first-ever  
revenue decline

AGENCIES

FACEBOOK-PARENT Meta 
reported on Wednesday its 
first quarterly revenue drop 
and a plunging profit as the so-
cial media powerhouse battles 
a turbulent economy and the 
rising phenomenon of TikTok.

Meta had long delivered 
seemingly endless upward 
growth but after this income 
miss -- and reporting earlier 
this year its first decline in 
global daily users -- the com-
pany sounded a more modest 
tone.

“This is a period that de-
mands more intensity, and 
I expect us to get more done 
with fewer resources,” CEO 
Mark Zuckerberg told analysts 
after the firm reported a 36 
percent drop in profit to $6.7 
billion.

Meta also said that revenue 
in the recently ended quarter 
ebbed a percent to $28.8 bil-
lion, its first such slip since 
the firm, then known simply 
as Facebook, went public in 
2012.

“The year-over-year drop 
in quarterly revenue signifies 
just how quickly Meta’s busi-
ness has deteriorated,” said 
analyst Debra Aho William-
son.

“The good news, if we can 
call it that, is that its com-
petitors in digital advertis-
ing are also experiencing a 
slowdown.” Meta however 
reported an increase in daily 
Facebook users to 1.97 billion, 
defying analysts’ predictions 
of a drop, but noted monthly 
users fell about two million to 
2.93 billion.

Its shares were down 
around 3.5 percent in after-
hours trading, continuing 
a decline in the firm’s stock 
since February that has erased 
about half of its value.

Meta has also faced steady 
scrutiny from lawmakers and 
regulators over not only its 
massive strength in the social 
media market, but also its im-
pact on the health of its users.

The results came just hours 
after US regulators announced 

they would try to block Meta’s 
acquisition of virtual reality 
fitness app maker Within, a 
potential blow to the tech gi-
ant’s metaverse ambitions.

“This acquisition poses 
a reasonable probability of 
eliminating both present and 
future competition,” the FTC 
complaint said. “And Meta 
would be one step closer to 
its ultimate goal of owning 
the entire ‘Metaverse.’” Meta 
is focused on building its 
metaverse vision for the inter-
net’s future, betting heavily on 
the interactive virtual world 
that the company believes will 
ensure its powerful position.

The social media giant said 
the FTC’s move defied real-
ity, and expressed confidence 
that its buy of Within would 
be good for VR users as well as 
developers who make apps in 
that market.

“The FTC’s case is based 
on ideology and speculation, 
not evidence,” Meta said in re-
sponse to an AFP inquiry.

Meta has also faced tur-
bulence as it tries to adapt 
its platforms to better battle 
short-video app TikTok, which 
is threatening the Silicon Val-
ley giant’s primacy.

Meta-owned Instagram is 
attempting to quell complaints 
by users including celebrities 
Kylie Jenner and Kim Kar-
dashian who say changes have 
made it too much like TikTok, 
including video recommenda-
tions.

Instagram chief Adam 
Mosseri posted a video on 
Twitter addressing the com-
plaint, saying a number of 
changes were being experi-
mented with and promising 
not to abandon photo sharing 
at the service.

The year-over-year drop in 
quarterly revenue signifies 
just how quickly Meta’s 
business has deteriorated.
Analyst Debra Aho Williamson

UNDERSECRETARY of the Ministry of Commerce and Industry Sultan bin Rashid Al 
Khater met with Ambassador Hasan Kleib, Deputy Director General of the World 
Intellectual Property Organization (WIPO), and an accompanying delegation  
currently visiting Qatar.

The meeting touched on various cooperation aspects between Qatar and 
WIPO, and discussed strengthening the partnership between the two sides. The 
convening parties sought to evaluate the implementation of joint projects and 
programmes, as well as future opportunities to enhance partnerships and mecha-
nisms to support and develop national intellectual property (IP) policies and 
competencies. Furthermore, Khater extended Qatar’s appreciation to WIPO for its 
support in developing IP policies and systems in the State of Qatar, particularly 
in terms of the development of the National IP Strategy, which capitalizes on the 
Memoranda of Understanding (MoUs) signed between the two sides. 

The various joint projects aim to achieve the objectives in the State of Qatar’s 
national development plan, in line with the national economic policy. They also 
align with economic diversification policies and the transition to a knowledge-
based economy within the framework of Qatar National Vision 2030.

At the conclusion of the meeting, His Excellency the Undersecretary of the 
Ministry of Commerce and Industry reiterated Qatar’s commitment and permanent 
support to WIPO in developing a balanced and effective international IP system 
that encourages innovation and creativity.

WIPO is a global forum for IP expertise, services, policy and cooperation. It 
provides technical assistance to its member states to help build relevant skills 
and capabilities. Moreover, WIPO is one of the oldest specialised United Nations 
agencies and one of the largest international organisations in Geneva. (TNN)

MOCI UNDERSECRETARY MEETS WITH WIPO DEPUTY DIRECTOR GENERAL
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FRIDAY, JUNE 29, 2022

Toyota set to lead global 
sales in H1 for 3rd year 
in row PAGE 7

DOW QE GOLD

SILVERWTIBRENT

32,546.78
+349.19 PTS

1,768.90
+1.81%

19.93
+7.15%

13,122.05
+19.27 PTS

56,857.79
+1,041.47 PTSSENSEX

PRICE PERCENTAGE
107.02 +0.38% 

PRICE PERCENTAGE
96.76 -0.51% 

How do we know when a recession  
has begun? PAGE 8



AGENCIES

CHINA’S troubled property 
sector suffered another blow 
this month when frustrated 
homebuyers stopped making 
mortgage payments on units 
in unfinished projects.

The boycott came with 
many developers struggling 
to manage mountains of debt, 
and fears swirling that the 
crisis could spread to the rest 
of the Chinese -- and global -- 
economy.

How big is China’s  
property sector?

Colossal. Property and re-
lated industries are estimated 
to contribute as much as a 
quarter of China’s gross do-
mestic product (GDP).

The sector took off after 
market reforms in 1998. There 
was a breathtaking construc-
tion boom on the back of de-
mand from a growing middle 
class that saw property as a 
key family asset and status 
symbol.

The bonanza was fueled 
by easy access to loans, with 
banks willing to lend as much 
as possible to both developers 
and buyers.

Mortgages make up almost 
20 percent of all outstanding 
loans in China’s entire bank-
ing system, according to a 
report by ANZ Research this 
month.

Many developments rely 
on “pre-sales”, with buyers 
paying mortgages on units in 
projects yet to be built.

Unfinished homes in China 
amount to 225 million square 
meters of space, Bloomberg 
News reported.

Why did it plunge into 
crisis?

As property developers 
flourished, housing prices also 
soared.

That worried the govern-
ment, which was already con-
cerned about the risk posed by 
debt-laden developers.

It launched a crackdown 
last year, with the central bank 
capping the proportion of out-
standing property loans to to-
tal lending by banks to try to 
limit the threat to the entire 

financial system.
This squeezed sources of 

financing for developers al-
ready struggling to handle 
their debts.

A wave of defaults ensued, 
most notably by China’s big-
gest developer, Evergrande, 
which is drowning in li-
abilities of more than $300  
billion.

On top of the regulatory 
clampdown, Chinese prop-
erty firms were also hit by the 
COVID crisis -- the economic 
uncertainty forced many 
would-be homebuyers to re-
think their purchase plans.

How have homebuyers 
reacted?

Evergrande’s decline had 
sparked protests from home-
buyers and contractors at its 
Shenzhen headquarters in 
September last year.

In June this year, a new 
form of protest emerged: the 
mortgage boycott.

People who had bought 

units in still-unfinished pro-
jects announced they would 
stop making payments until 
construction resumed.

Within a month, the boy-
cott spread to homebuyers in 
more than 300 projects in 50 
cities across China.

Many of the unfinished 
projects were concentrated in 
Henan province, where mass 
protests in response to rural 
bank fraud broke out and were 
suppressed.

Chinese lenders said last 
week that the affected mort-
gages account for less than 
0.01 percent of outstanding 
residential mortgages, but 
analysts say the fear is how far 
the boycotts will spread.

Why is there global con-
cern?

China is the world’s sec-
ond-largest economy, with 
deep global trade and finance 
links.

If the property crisis 
spreads to China’s financial 

system, the shock would be 
felt far beyond its borders, 
analysts say.

“Should defaults escalate, 
there could be broad and se-
rious economic and social 
implications,” Fitch Ratings 
wrote in a note on Monday.

This echoed a warning 
by the U.S. Federal Reserve, 
which said in May that while 
China has managed to contain 
the fallout so far, a worsening 
property crisis could impact 
the country’s financial system 
too.

The crisis could spread 
and impact global trade and 
risk sentiment, the Fed said in 
its May 2022 Financial Stabil-
ity Report.

What can China do to fix 
it?

A bailout or rescue fund 
for the entire property sector 
is unlikely, even as mortgage 
boycotts mount, analysts say, 
as those would mean the gov-
ernment is admitting to the 

scale of the crisis.
A major bailout may also 

encourage developers and 
home buyers to continue with 
risky decisions as they would 
see the government and banks 
taking on responsibility.

But pressure has been 
building on Chinese banks to 
help ease the situation. Chi-
na’s banking regulator said 
Thursday that it would help 
ensure that projects are com-
pleted and units handed over 
to buyers.

Some intervention has 
happened at the local level 
in Henan province, where a 
bailout fund was set up in col-
laboration with a state-backed 
developer to help stressed pro-
jects.

Chen Shujin at Jefferies 
Hong Kong said local govern-
ments, developers and home-
owners might also be able to 
negotiate interest waivers and 
suspension of mortgage pay-
ments for a certain period on 
a case-by-case basis.

Why the world is worried 
about China’s property crisis

Property and related industries are estimated to contribute as much as a quarter of China’s GDP.

Toyota set to lead 
global sales in H1 
for 3rd year in row

AGENCIES

TOYOTA Motor Corp. 
group is set to lead global 
auto sales in the first half of 
2022, topping the list ahead 
of German rival Volkswa-
gen AG for the third straight 
year, amid a global chip 
shortage and COVID-19 
lockdowns in China, indus-
try data showed Thursday.

The Japanese automak-
er said it sold roughly 5.14 
million vehicles globally in 
the reporting period, in-
cluding those sold by the 
group’s minivehicle maker 
Daihatsu Motor Co. and 
truck manufacturer Hino 
Motors Ltd., down 6.0 per-
cent from a year earlier, 
marking the first drop in 
two years.

The fall in sales stemmed 
from reduced global output, 
which declined 3.8 percent 
to 5.10 million units, also 
shrinking for the first time 
in two years, although it 
managed to limit the impact 
of the semiconductor short-
age that has dealt a blow to 
automakers worldwide.

Toyota’s global sales 
surpassed that of rival Volk-
swagen, whose global sales 

plunged 22.2 percent to 
3.88 million vehicles in the 
reporting period.

“Sales volume has never 
been our top priority,” a 
Toyota official said after the 
release of its results. “We 
will continue to prioritize 
safety and quality and strive 
to make better cars.” Im-
pacted largely by the parts 
shortage, Toyota’s domes-
tic sales plunged 18.1 per-
cent to 954,173 units, with 
domestic output shedding 
17.7 percent to 1.74 million 
units, as many cars pro-
duced in Japan incorporate 
cutting-edge componentry 
that relies on semiconduc-
tors.

Overseas sales dropped 
2.8 percent to 4.18 million 
vehicles, but overseas pro-
duction grew 5.6 percent 
to 3.35 million units, regis-
tering a record high for the 
first half-year period thanks 
to expanded production ca-
pacity in China.

The automaker’s global 
sales in June, excluding 
those of Daihatsu and Hino, 
fell 3.2 percent from a year 
earlier to 817,321 units. Its 
global production dropped 
4.6 percent to 793,378 cars.

AGENCIES

FACEBOOK is letting violent 
hate speech slip through its 
controls in Kenya as it has in 
other countries, according to a 
new report from the nonprofit 
groups Global Witness and 
Foxglove.

It is the third such test of 
Facebook’s ability to detect 
hateful language — either via 
artificial intelligence or hu-
man moderators — that the 
groups have run, and that the 
company has failed.

The ads, which the groups 
submitted both in English and 
in Swahili, spoke of behead-
ings, rape and bloodshed. 
They compared people to 
donkeys and goats. Some also 
included profanity and gram-
matical errors. The Swahili 
language ads easily made it 
through Facebook’s detection 
systems and were approved 
for publication.

As for the English ads, 
some were rejected at first, but 
only because they contained 
profanities and mistakes in 
addition to hate speech. Once 
the profanities were removed 
and grammar errors fixed, 
however, the ads — still call-

ing for killings and containing 
obvious hate speech — went 
through without a hitch.

“We were surprised to see 
that our ads had for the first 
time been flagged, but they 
hadn’t been flagged for the 
much more important reasons 
that we expected them to be,” 
said Nienke Palstra, senior 
campaigner at London-based 
Global Witness.

The ads were never posted 
to Facebook. But the fact that 
they easily could have been 
shows that despite repeated 
assurances that it would do 
better, Facebook parent Meta 
still appears to regularly fail 
to detect hate speech and calls 
for violence on its platform.

Global Witness said it 
reached out to Meta after its 
ads were accepted for publica-
tion but did not receive a re-
sponse. On Thursday, howev-
er, Global Witness said it did 
receive a response earlier in 
July but it was lost in a spam 
folder. Meta also confirmed 
Thursday it sent a response.

“We’ve taken extensive 
steps to help us catch hate 
speech and inflammatory con-
tent in Kenya, and we’re in-
tensifying these efforts ahead 

of the election. We have dedi-
cated teams of Swahili speak-
ers and proactive detection 
technology to help us remove 
harmful content quickly and 
at scale,” Meta said in a state-
ment. “Despite these efforts, 

we know that there will be 
examples of things we miss or 
we take down in error, as both 
machines and people make 
mistakes. That’s why we have 
teams closely monitoring the 
situation and addressing these 

errors as quickly as possible.” 
Each time Global Witness has 
submitted ads with blatant 
hate speech to see if Face-
book’s systems would catch it, 
the company failed to do so. In 
Myanmar, one of the ads used 

a slur to refer to people of east 
Indian or Muslim origin and 
call for their killing. In Ethio-
pia, the ads used dehumaniz-
ing hate speech to call for the 
murder of people belonging to 
each of Ethiopia’s three main 
ethnic groups — the Amhara, 
the Oromo and the Tigrayans.

Why ads and not regular 
posts? That’s because Meta 
claims to hold advertisements 
to an “even stricter” standard 
than regular, unpaid posts, ac-
cording to its help center page 
for paid advertisements.

Meta has consistently re-
fused to say how many con-
tent moderators it has in 
countries where English is not 
the primary language. This in-
cludes moderators in Kenya, 
Myanmar and other regions 
where material posted on the 
company’s platforms has been 
linked to real-world violence.

Kenya is readying for a 
national election in August. 
On July 20, Meta posted a 
detailed blog post on how it 
is preparing for the country’s 
election, including establish-
ing an “operations center” and 
removing harmful content.

“In the six months leading 
up to April 30, 2022, we took 

action on more than 37,000 
pieces of content for violat-
ing our Hate Speech policies 
on Facebook and Instagram 
in Kenya. During that same 
period, we also took action on 
more than 42,000 pieces of 
content that violated our Vio-
lence & Incitement policies,” 
wrote Mercy Ndegwa, director 
of public policy in East & Horn 
of Africa.

Global Witness said it re-
submitted two of its ads, one 
in English and one in Swa-
hili, after Meta published its 
blog post to see if anything 
has changed. Once again, the 
ads went through. “If you’re 
not catching these 20 ads, 
this 37,000 number that you 
are celebrating, that is prob-
ably the tip of the iceberg. You 
have to think that there’s a lot 
that’s (slipping through) your 
filter,” Palstra said.

The Global Witness report 
follows a separate study from 
June that found that Face-
book has failed to catch Islam-
ic State group and al-Shabab 
extremist content in posts 
aimed at East Africa. The re-
gion remains under threat 
from violent attacks as Kenya 
prepares to vote.

In a third test, Facebook still fails to block hate speech

The Facebook app is shown in the app store on a smart phone in Surfside, Fla., on April 23, 2021. Accord-
ing to a new report from the nonprofit groups Global Witness and Foxglove, Facebook is letting violent hate 
speech slip through its controls in Kenya as it has in other countries. It is the third such test of Facebook’s 
ability to detect hateful language — either via artificial intelligence or human moderators — that the 
groups have run, and that the company has failed.

Russia fines WhatsApp, Snapchat over data storage
AGENCIES

RUSSIAN regulators have 
fined chat service WhatsApp 
and Snapchat for failing to 
store Russian users’ data on 
local servers, part of govern-
ment efforts to control online 

activity.
A Moscow court on Thurs-

day imposed an 18 million 
ruble ($300,000) fine on 
chat service WhatsApp and a 
1 million ruble penalty on dis-
appearing message platform 
Snapchat. The fines followed 

a complaint by Russia’s state 
communications regulator, 
Roskomnadzor.

The Russian government 
has been trying for years to 
establish greater control over 
the internet and social media, 
an effort that has intensified 

in recent months as it tries to 
limit the flow of information 
about Ukraine.

Neither Facebook parent 
Meta Platforms Inc., which 
owns WhatsApp, nor Snap 
Inc., which runs the Snapchat 
app, responded to a request 

for comment.
The court said it was fin-

ing WhatsApp for repeatedly 
refusing to localize data of 
Russian users. WhatsApp re-
ceived its first Russian fine, 
for 4 million rubles, in August 
2021.

Average US long-term 
mortgage rates retreat

AGENCIES

AVERAGE long-term U.S. 
mortgage rates retreated this 
week just as the Federal Re-
serve announced another big 
rate hike in its bid to get four-
decade high inflation under 
control.

Mortgage buyer Freddie 
Mac reported Thursday that 
the 30-year rate fell back to 
5.3% from 5.54% last week. 
One year ago the average 30-
year rate was 2.8%.

The average rate on 15-
year, fixed-rate mortgages, 
popular among those refinanc-
ing their homes also retreated, 
to 4.58% from 4.75% last week. 

A year ago at this time the rate 
was 2.1%.

The Fed on Wednesday 
ratcheted up its main borrow-
ing rate by three-quarters of a 
point, the second such increase 
in less than two months. The 
central bank also raised its 
benchmark rate by a half-point 
in May.

Rapidly hiking rates risks 
tossing the U.S. economy into 
a recession, but it’s the Fed’s 
most powerful tool to get price 
increases back to its 2% annual 
target. Also Thursday, the Com-
merce Department reported 
that the U.S. economy shrank 
from April through June for a 
second straight quarter.

Economy & Business 07Friday, June 29, 2022



Economy & Business

How do we know when a  
recession has begun?

The U.S. economy has contracted 
for two straight quarters, inten-
sifying fears that the nation is 
on the cusp of a recession — if 
not already in one — barely two 

years after the pandemic recession officially 
ended.

Six months of contraction is a long-
held informal definition of a recession. Yet 
nothing is simple in the post-pandemic 
economy. Its direction has confounded Fed-
eral Reserve policymakers and many private 
economists since growth screeched to a halt 
in March 2020 as COVID-19 struck and 20 
million Americans were suddenly thrown 
out of work.

Even as the economy shrank over the 
first half of this year, employers added 2.7 
million jobs — more than in most entire 
years before the pandemic struck. And the 
unemployment rate has sunk to 3.6%, near 
a half-century low. Robust hiring and ex-
ceedingly low unemployment aren’t consist-
ent with a recession.

While most economists — and Fed Chair 
Jerome Powell — have said they don’t think 
the economy is in recession, many increas-
ingly expect an economic downturn to begin 
later this year or next.

Either way, with inflation raging at its 
highest level in four decades, Americans’ 
purchasing power is eroding. The pain is be-
ing felt disproportionately by lower-income 
and Black and Hispanic households, many 
of whom are struggling to pay for higher-
cost essentials like food, gas and rent. Com-
pounding those pressures, the Fed is jacking 
up interest rates at the fastest pace since the 
early 1980s, thereby magnifying borrowing 
costs for homes and cars and credit card 
purchases.

As a result, regardless of whether a re-
cession has officially begun, Americans have 
increasingly soured on the economy,

So how, exactly, do we know when an 
economy is in recession? Here are some an-
swers to such questions:

Who decides when a recession has 
started? 

Recessions are officially declared by 
the obscure-sounding National Bureau of 
Economic Research, a group of economists 
whose Business Cycle Dating Committee 
defines a recession as “a significant decline 
in economic activity that is spread across 
the economy and lasts more than a few 
months.”

The committee considers trends in hir-
ing as a key measure in determining re-
cessions. It also assesses many other data 
points, including gauges of income, em-
ployment, inflation-adjusted spending, re-
tail sales and factory output. It puts heavy 
weight on jobs and a gauge of inflation-
adjusted income that excludes government 
support payments such as Social Security.

Yet the NBER typically doesn’t declare 
a recession until well after one has begun, 
sometimes for up to a year. Economists con-
sider a half-point rise in the unemployment 
rate, averaged over several months, as the 
most historically reliable sign of a down-
turn.

Do two straight quarters of economic 

contraction equal a recession?
That’s a common rule of thumb, but it 

isn’t an official definition.
Still, in the past, it has been a useful 

measure. Michael Strain, an economist 
at the right-leaning American Enterprise 
Institute, notes that in each of the past 10 
times that the economy shrank for two con-
secutive quarters, a recession has resulted.

Still, even Strain isn’t sure we’re in re-
cession now. Like many economists, he 
notes that the underlying drivers of the 
economy — consumer spending, business 
investment, home purchases — all grew in 
the first quarter.

Overall gross domestic product — the 
broadest measure of the nation’s output — 
declined at a 1.6% annual rate from Janu-
ary through March because of one-off fac-
tors, including a sharp jump in imports and 
a post-holiday season drop in businesses’ 
inventories. Many economists expect that 
when GDP is revised later this year, the first 
quarter may even turn out to be positive.

“The basic story is that the economy is 
growing but still slowing, and that slow-
down really accelerated in the second quar-
ter,” Strain said.

Don’t a lot of people think a recession 
is coming? 

Yes, because many people now feel 
more financially burdened. With wage gains 

trailing inflation for most people, higher 
prices for such essentials as gas, food, and 
rent have eroded Americans’ spending  
power.

This week, Walmart reported that higher 
gas and food costs have forced its shoppers 
to reduce their purchases of discretionary 
spending such as new clothing, a clear sign 
that consumer spending, a key driver of the 
economy, is weakening. The nation’s largest 
retailer, Walmart reduced its profit outlook 
and said it will have to discount more items 
like furniture and electronics.

And the Fed’s rate hikes have caused av-
erage mortgage rates to double from a year 
ago, to 5.5%, causing a sharp fall in home 
sales and construction.

Higher rates will also likely weigh on 
businesses’ willingness to invest in new 
buildings, machinery and other equipment. 
If companies reduce spending and invest-
ment, they’ll also start to slow hiring. Rising 
caution among companies about spending 
freely could lead eventually to layoffs. If the 
economy were to lose jobs and the pub-
lic were to grow more fearful, consumers 
would further reduce spending.

The Fed’s rapid rate hikes have raised 
the likelihood of recession in the next two 
years to nearly 50%, Goldman Sachs econo-
mists have said. And Bank of America econ-
omists now forecast a “mild” recession later 
this year, while Deutsche Bank expects a re-

cession early next year.

What are some signs of an impend-
ing recession? 

The clearest signal that a recession is 
under way, economists say, would be a 
steady rise in job losses and a surge in un-
employment. In the past, an increase in the 
unemployment rate of three-tenths of a per-
centage point, on average over the previous 
three months, has meant that a recession 
will soon follow.

Many economists monitor the number 
of people who seek unemployment benefits 
each week, which indicates whether layoffs 
are worsening. Weekly applications for job-
less aid, averaged over the past four weeks, 
have risen for eight straight weeks to nearly 
250,000, the highest level since last Novem-
ber. While that is a potentially concerning 
sign, it is still a low level historically.

Any other signals to watch for? 
Many economists also monitor changes 

in the interest payments, or yields, on differ-
ent bonds for a recession signal known as an 
“inverted yield curve.” This occurs when the 
yield on the 10-year Treasury falls below the 
yield on a short-term Treasury, such as the 
3-month T-bill. That is unusual. Normally, 
longer-term bonds pay investors a richer 
yield in exchange for tying up their money 
for a longer period.

Inverted yield curves generally mean 
that investors foresee a recession that will 
compel the Fed to slash rates. Inverted 
curves often predate recessions. Still, it can 
take 18 to 24 months for a downturn to ar-
rive after the yield curve inverts.

For the past two weeks, the yield on the 
two-year Treasury has exceeded the 10-year 
yield, suggesting that markets expect a re-
cession soon. Many analysts say, though, 
that comparing the 3-month yield to the 10-
year has a better recession-forecasting track 
record. Those rates are not inverted now.

Will the Fed keep raising rates even 
as the economy slows? 

The economy’s flashing signals — slow-
ing growth with strong hiring — have put 
the Fed in a tough spot. Chair Jerome Pow-
ell is aiming for a “soft landing,” in which 
the economy weakens enough to slow hiring 
and wage growth without causing a reces-
sion and brings inflation back to the Fed’s 
2% target. But Powell has acknowledged 
that such an outcome has grown more diffi-
cult to achieve. Russia’s invasion of Ukraine 
and China’s COVID-19 lockdowns have 
driven up prices for energy food, and many 
manufactured parts in the U.S.

Powell has also indicated that if neces-
sary, the Fed will keep raising rates even 
amid a weak economy if that’s what’s need-
ed to tame inflation.

Screens display end-of-day trading results at the New York Stock Exchange on May 12, 2022, in New York. A longstanding rule of thumb holds that a recession occurs when the economy shrinks for two 
consecutive quarters. On Thursday, July 28 the government will report gross domestic product, the broadest measure of the nation’s output of goods and services, for the April-June quarter. Some  
economists forecast it will show the economy shrank — for the second quarter in a row. 

AGENCIES

JETBLUE Airways has agreed 
to buy Spirit Airlines for $3.8 
billion and create the nation’s 
fifth-largest airline if the deal 
can win approval from anti-
trust regulators.

The agreement Thurs-
day capped a months-long 
bidding war and arrives one 
day after Spirit’s attempt to 
merge with fellow budget 
carrier Frontier Airlines fell 
apart.

Spirit CEO Ted Christie 
is being thrust into the awk-
ward position of defending a 
sale to JetBlue after arguing 
vehemently against it, say-
ing that antitrust regulators 
would never let it happen.

“A lot has been said over 
the last few months obvious-
ly, always with our stakehold-
ers in mind,” Christie said on 
CNBC. “We have been listen-
ing to the folks at JetBlue, 
and they have a lot of good 
thoughts on their plans for 
that.” JetBlue’s case for regu-
latory approval rests on two 

main arguments: That its size 
makes it better positioned to 
force bigger airlines to reduce 
fares; and that it has already 
volunteered to give up Spirit 
gates and takeoff and landing 
slots at key airports in New 
York, Boston and Florida.

JetBlue CEO Robin Hayes 
said those concessions will let 
other low-cost carriers, in-
cluding Frontier, bolster their 
presence and thus increase 
competition.

“The real issue here 
though is clearly what can 
we do in the U.S. to make a 
more competitive airline in-
dustry against the large, big 
four airlines,” Hayes said in 
an interview. “We believe the 
most disruptive, the most ef-
fective thing that we can do is 
build a bigger JetBlue more 
quickly than we otherwise 
could.” Together, JetBlue and 
Spirit would have about 9% 
of the U.S. air-travel market. 
American, United, Delta and 
Southwest control about 80% 
when international flights are 
included.

Hayes said Spirit planes 
will be converted to JetBlue’s 
configuration, which allows 
for more legroom and means 
there will be fewer seats for 
sale on each flight. He said 
JetBlue will increase the pay 
of Spirit employees.

JetBlue and Spirit have 
been talking for the past 
several weeks, mostly about 
things such as how Spirit can 

retain key employees while its 
fate is up in the air. The finan-
cial terms of the deal did not 
change after early July.

Shares of Spirit, based in 
Miramar, Florida, rose 4% in 
midday trading Thursday, to 
$25.31, still below the price 
that JetBlue is offering. Jet-
Blue shares slipped 2%, and 
Frontier — seen as benefitting 
if Spirit disappears as a dis-

count competitor — jumped 
19%.

Spirit Airlines regularly 
ends up as the worst, or close 
to the worst, when airlines 
are ranked by the rate of con-
sumer complaints. Still, some 
consumer advocates worry 
that fares will rise if it disap-
pears.

Spirit and similar rivals 
Frontier and Allegiant charge 
rock-bottom fares that appeal 
to the most budget-conscious 
leisure travelers, although 
they tack on more fees that 
can raise the cost of flying.

“Spirit is going to dis-
appear, and with it, its low 
cost structure,” said William 
McGee of the anti-merger 
American Economic Liberties 
Project. “Once Spirit is ab-
sorbed (into JetBlue), there 
is no question that fares are 
going to go up.” Others, how-
ever, say that Frontier will 
grow — it has a large number 
of planes on order — and fill 
any gap left by Spirit in the 
cheapest segment of the air-
travel market.

JetBlue and Spirit will 
continue to operate inde-
pendently until the agree-
ment is approved by regula-
tors and Spirit shareholders, 
with their separate loyalty 
programs and customer ac-
counts.

The companies said they 
expect to conclude the regu-
latory process and close the 
transaction no later than the 
first half of 2024. If that hap-
pens, the combined airline 
would be based in JetBlue’s 
hometown of New York and 
led by Hayes. It would have a 
fleet of 458 planes.

JetBlue said Thursday 
that it would pay $33.50 
per share in cash for Spirit, 
including a prepayment of 
$2.50 per share in cash pay-
able once Spirit stockhold-
ers approve the transaction. 
There is also a ticking fee 
of 10 cents per share each 
month starting in January 
2023 through closing to com-
pensate Spirit shareholders 
for any delay in winning regu-
latory approval.

If the deal doesn’t close 
due to antitrust reasons, Jet-
Blue will pay Spirit a reverse 
break-up fee of $70 million 
and pay Spirit sharehold-
ers $400 million, minus any 
amounts paid to the share-
holders prior to termination.

Spirit and Frontier an-
nounced their plan to merge 
in February, and Spirit’s 
board stood by that deal even 
after JetBlue made a higher-
priced offer in April. How-
ever, Spirit’s board could 
never convince the airline’s 
shareholders to go along. A 
vote on the merger was post-
poned four times, then cut 
short Wednesday when Spirit 
and Frontier announced they 
were terminating their agree-
ment, which made a Spirit-
JetBlue coupling inevitable.

JetBlue anticipates $600 
million to $700 million in an-
nual savings once the trans-
action is complete. Annual 
revenue for the combined 
company is anticipated to be 
about $11.9 billion, based on 
2019 revenues.

JetBlue agrees to buy Spirit for $3.8 billion after bidding war

A line of Spirit Airlines jets sit on the tarmac at the Orlando Interna-
tional Airport on May 20, 2020, in Orlando.
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