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THE Qatar Stock Exchange 
(QSE) Index increased by 
51.47 points, or 0.4 percent, 
during the week to close at 
12,695.27 points. 

Market capitalisa-
tion increased 0.8 percent 
to QR705.3 billion com-
pared with QR699.8 billion 
at the end of the previous                              
trading week. 

The traded value during 
the week increased 27.1 per-
cent to QR2,882 million from 
QR2,268.1 million in the 
previous trading week. QNB 
Group (QNB) was the top 
value traded stock during the 
week with a total traded value 
of QR410.7 million.

Traded volume rose 46.5 
percent to 916.5 million 
shares against 625.8 million 
shares in the previous trad-
ing week. Qatar Aluminum 
Manufacturing (Qamco) was 
the top volume traded stock 
during the week with a total 
traded volume of 151.9 mil-
lion shares.

The number of transac-
tions also increased 33.7 per-
cent to 90,714 against 67,859 
in the previous week. 

Recovery in the weekly 
market performance was 
mainly led by foreign insti-
tutions that remained bull-
ish, closing the week with net 
buying of QR153.7 million 
against net buying of QR98.7 

million in the previous week.
Foreign retail investors, 

however, closed the week 
with net selling of QR17.1 
million against a net buying 
of QR15.8 million in the pre-
vious week. 

According to an estimate 
by QNB Financial Services 
(QNBFS), foreign institutions 
were net buyers of Qatari 
stocks worth $3.98 billion 
since the start of this finan-
cial year.

Qatari institutions re-
mained bearish with a net 
selling of QR101.8 million 
against net selling of QR12.6 
million in the week before. 
Qatari retail investors also 
remained bearish with net 
selling of QR34.9mn vs. net 
selling of QR101.9mn the 
week before. 

Qatar Gas Transport (Na-
kilat), Qatar Islamic Bank 
(QIB) and QNB Group were 
the primary contributors to 
the weekly index rise. Nak-
ilat and QIB added 72.84 and 
30.35 points to the index, 
respectively. Further, QNB 
added another 21.99 points.

Of the 47 traded com-
panies, 19 stocks closed the 
week higher and 27 closed 
lower. Nakilat was the best-
performing stock for the 
week, climbing 13.5 per-
cent. Meanwhile, Qatar Cin-
ema & Film Distributing 
was the worst performing 
stock for the week, shedding                                 
8.5 percent.

Foreign funds 
help QSE index 
resume weekly 
upward trend 

TRIBUNE NEWS NETWORK
DOHA

MINISTER of State for Ener-
gy Affairs and President and 
CEO of QatarEnergy HE Saad 
Sherida Al Kaabi participated 
in the 11th LNG Producer-
Consumer Conference, which 
was hosted and held virtually 
from Japan.

In his keynote speech, 
Kaabi emphasised the need 
for a fair and effective tran-
sition towards a future ideal 
in which one can balance the 
needs for economic develop-
ment with climate ambitions.

The minister stated that 
“without a realistic stable 
path towards the reduction 
of our carbon footprint, we 
will become more vulnerable 
to extreme climate change 
events.”

Kaabi called for greater co-
operation between LNG pro-
ducers and consumers, which 
he said: “will not only deepen 
the roots of economic stabil-
ity and growth but also drive 

an environmental benefit to us 
all.”

He said, “Lack of new in-
vestments was putting a heavy 
burden on both producers and 
consumers. Producers must 
find supplies that may not ex-
ist due to lack of investment, 
and consumers helplessly pay 

record prices as a result of a 
complex situation not entirely 
within their control.”

“Today’s geopolitical and 
economic volatility is another 
grim reminder of the need to 
decisively act upon our words, 
and that a wait-and-see ap-
proach to the crisis can only 

come with higher economic 
and environmental costs, es-
pecially when the next crisis 
comes,” the minister said.

Kaabi offered a view of how 
Qatar is delivering on its clean-
er energy and environmental 
commitments highlighting 
projects like the North Field 

Expansion, the recently an-
nounced world-scale blue Am-
monia plant, the QatarEnergy 
LNG shipbuilding programme, 
carbon capture and sequestra-
tion, and renewable solar pro-
duction.

He said, “These investments 
speak to the concrete steps we 
are taking to lower the carbon 
intensity of our energy prod-
ucts and provide the world with 
lower carbon energy products 
that constitute the backbone of 
a responsible and realistic en-
ergy transition.”

The LNG Producer-Con-
sumer Conference is a global 
annual dialogue, launched in 
2012, and organized by Japan’s 
Ministry of Economy, Trade 
and Industry, and the Asia Pa-
cific Energy Research Centre. 
It provides ministers, heads of 
international organisations, 
corporate executives, and other 
stakeholders with a venue to 
share the latest trends in the 
global LNG market and discuss 
opportunities and challenges 
with a view to its development.

‘GCC banks 
to approach 
pre-Covid 
profitability 
levels in 2022’

AGENCIES 
LONDON

OIL prices slumped on Thurs-
day evening after rallying ear-
lier in the day, nearly touching 
$90 a barrel, as investors con-
tinue to weigh the impact of a 
potential recession on global 
demand ahead of the OPEC+ 
meeting next week.

Brent, the benchmark for 
two thirds of the world’s oil, 
was down 0.57 per cent at 
$88.81 a barrel at 10.08pm 
Qatar time. West Texas Inter-
mediate, the gauge that tracks 
US crude, was trading 0.62 per 
cent lower at $81.64 a barrel.

Crude prices have been ex-
tremely volatile in recent days 
and rose mid-week on a tight 
market amid fears of a supply 
constraint fuelled by the ongo-
ing Russia-Ukraine conflict and 
declining stockpiles in the US.

“Oil prices rallied along 
with a broader risk-on move 
with Brent futures settling up 
3.5 per cent to $89.32 per bar-
rel and WTI gaining by 4.65 
per cent to $82.15 per barrel 
[on Wednesday],” said Edward 
Bell, senior director of Market 

Economics at Emirate NBD.
“Apparent sabotage on the 

Nord Stream pipeline has also 
thrust energy markets back 
into the geopolitical focus.”

Meanwhile, commercial 
crude inventories in the US 
fell by 4.8 million barrels last 
week, according to data from 
the US Energy Information 
Administration. Oil production 
also fell by 100,000 barrels per 
day and is “likely to dip again 
over a coming few data prints” 
due to the impact of Hurricane 
Ian, he said.

“Crude prices extended 

gains after the EIA report 
showed crude and gasoline 
stockpiles both declined,” add-
ed Edward Moya, senior mar-
ket analyst at Oanda.

“Crude exports rose for a 
third consecutive week and US 
production dipped as mainte-
nance occurred with some off-
shore pipelines in the Gulf of 
Mexico.” However, global re-
cession fears continue to weigh 
on the market as the world’s 
central banks tighten monetary 
policy to curb soaring inflation.

At least seven of 10 chief 
economists at the World Eco-

nomic Forum consider a global 
recession to be “at least some-
what likely”, the WEF said on 
Wednesday in its latest quarter-
ly Chief Economists Outlook.

They also expect “reduced 
growth, stubbornly high infla-
tion and real wages to continue 
falling for the remainder of 
2022 and 2023”, the forum said.

“Prospects for the global 
economy have deteriorated 
further since the May 2022 edi-
tion of this report, with expec-
tations for growth pared back 
across all regions,” it said.

“The grim outlook for 
growth is being driven in part 
by high inflation, which has 
triggered sharp monetary tight-
ening across many economies. 
With the exception of China 
and the Mena region, most of 
the chief economists surveyed 
expect high inflation to persist 
for the remainder of 2022, with 
expectations somewhat moder-
ating in 2023.”

In July, the International 
Monetary Fund lowered its 
growth forecast for the global 
economy to 3.2 per cent this 
year, from its previous projec-
tion of 3.6 per cent in April.

Oil fluctuates after rally amid recession fears

TRIBUNE NEWS NETWORK
DOHA  

THE S&P Global Ratings ex-
pects the GCC’s four biggest 
banking markets in Qatar, the 
UAE, Saudi Arabia and Kuwait 
to “almost reach” pre-pandem-
ic profitability levels by the end 
of 2022 on high oil prices, ris-
ing interest rate rates and new 
public projects.

In the second half of the 
year, higher net interest mar-
gins will likely offset the in-
creased cost of risk. This will 
leave these regional banks with 
stronger full-year profits in 
2022 than in 2021, the rating 
agency said in a report.

“In the second half, we fore-
cast a more visible strengthen-
ing of regional banks’ interest 
margins and a manageable 
pick-up in cost of risk, amid 
lingering effects from the Cov-
id-19 pandemic via loans that 
benefited from support meas-
ures and were then restruc-
tured,” S&P said.

“Combined, these factors 
will be a net positive for banks’ 
earnings.”

Last week, the central banks 
of the Qatar, the UAE, Saudi 
Arabia and Kuwait raised their 
benchmark borrowing rates. 
This came after the US Federal 
Reserve raised its key interest 
rate for the fifth time this year 
to slash surging inflation and 
restore price stability.

The Fed increased the poli-
cy rate by 75 basis points (bps), 
its third consecutive three-
quarters of a percentage point 
increase. GCC banking regula-
tors followed the Fed’s policy 
rate moves because their cur-
rencies are pegged to or aligned 
with the US dollar.

Saudi Arabia’s financial 
performance has “almost” re-
covered to pre-Covid levels on 
stronger economic growth and 
higher interest rates, S&P said. 
Credit growth momentum will 
continue into the second half 
of 2022 due to stronger-than-
expected performance in the 
mortgage portfolio, while cor-
porate lending will start con-
tributing to loan growth.

“The gradual increase in 
interest rates will continue to 
feed Saudi banks’ margins, 
eventually pushing them up by 
year-end,” S&P said.

The International Mon-
etary Fund expects Saudi Ara-
bia’s economy to grow at the 
quickest pace in a decade.

Fair, effective transition plans needed 
to balance economic development 
with climate ambitions, says Kaabi

China’s central bank pumps 
$25.6 billion into market

AGENCIES 
BEIJING

CHINA’S central bank on 
Thursday conducted a total of 
182 billion yuan (about $25.6 
billion) of reverse repos to 
maintain liquidity in the bank-
ing system.

The amount included 105 
billion yuan of seven-day re-
verse repos at an interest rate 
of 2 percent, and 77 billion 
yuan of 14-day reverse repos at 
an interest rate of 2.15 percent, 
according to the People’s Bank 
of China.

The move aims to keep sta-
ble liquidity in the banking sys-
tem at the end of the quarter, 
the central bank said.

The CBS, valued at 5 bil-
lion yuan (about $703.2 mil-
lion), is open to primary deal-
ers for bidding at a fixed rate 
of 0.1 percent, the People’s 
Bank of China (PBOC) said in                                                  
a statement.

Earlier, China’s central 

bank partially rolled over ma-
turing medium-term policy 
loans while maintaining the 
interest rate as expected on 
Thursday, as hawkish US Fed-
eral Reserve tightening limited 
room to manoeuvre monetary 
policy to support the economy.

The pause in monetary eas-
ing came as the yuan bears in-
creasing downside pressure af-
ter the People’s Bank of China 
(PBOC) surprised markets in 

August by lowering key rates, 
a move that further widened 
policy divergence with other 
major economies that are rais-
ing rates aggressively.

The PBOC said it was keep-
ing the rate on 400 billion yuan 
($57.46 billion) worth of one-
year medium-term lending 
facility (MLF) loans to some fi-
nancial institutions unchanged 
at 2.75 percent from the                                                                 
previous operation.

People’s Bank of China aims to keep stable liquidity in the banking 
system at the end of the quarter.

The QSE headquarters in Doha. 

Crude prices have been extremely volatile in recent days and rose mid-
week on a tight market amid fears of a supply constraint. 
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Explainer: How do we know when a recession has begun?
AGENCIES

THE economy shrank in the 
first half of this year, the gov-
ernment confirmed in a report 
Thursday, underscoring fears 
of a broad-based slowdown 
that could lead to a recession.

At the same time, the num-
ber of people seeking unem-
ployment benefits — a figure 
that often reflects the pace of 
layoffs — fell to a five-month 
low. The drop suggests that 
companies are holding onto 
their staffs, despite the slow-
down in growth, and that those 
who do get laid off are quickly 
finding new jobs.

Hiring remains strong 
and the unemployment rate is 
near a 50-year low. Given the 
strength of the job market, few 
economists think we are in a 
recession now. With consum-
ers managing to keep spend-
ing and the trade deficit nar-
rowing, economists expect the 
economy grew — albeit slowly 
— in the July-September quar-
ter.

Six months of contraction 
is a long-held informal defini-
tion of a recession. Yet nothing 
is simple in a post-pandemic 
economy in which growth is 
negative but the job market 
strong. The economy’s direc-
tion has confounded the Feder-
al Reserve’s policymakers and 
many private economists since 

growth screeched to a halt 
in March 2020 as COVID-19 
struck and 22 million Ameri-
cans were suddenly thrown out 
of work.

Inflation, meantime, re-
mains near its highest level in 
four decades, though gas costs 
and other prices have eased in 
recent weeks. Inflation is still 
so high that despite pay raises 
many workers have received, 
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 essentials like food, clothes, 
and rent.

Federal Reserve Chair Je-
rome Powell has underscored 
that the central bank will raise 
its key interest rate as high as 
needed to wrestle inflation 
back down to its 2% target. 
Powell and other officials have 
signaled they will do so even if 
a recession results.

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

Who decides when a re-
cession has started? 

Recessions are officially de-
clared by the obscure-sounding 
National Bureau of Economic 
Research, a group of econo-
mists whose Business Cycle 

Dating Committee defines a re-
cession 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 hiring as a key meas-
ure in determining recessions. 
It also assesses many other 
data points, including gauges 
of income, employment, infla-
tion-adjusted spending, retail 
sales and factory output. It 
puts heavy weight on jobs and 
a gauge of inflation-adjusted 
income that excludes govern-
ment support payments like 
Social Security.

Yet the NBER typically 
doesn’t declare a recession 
until well after one has begun, 
sometimes for up to a year.

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 Enter-
prise Institute, has noted that 
in each of the past 10 times that 
the economy shrank for two 
consecutive quarters, a reces-
sion has resulted.

At the same time, job 
growth remains strong and 
consumers are still opening 
their wallets and spending 
more, trends that rarely occur 
during recessions.

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

Yes, because many peo-
ple now feel more financially 
burdened. With wage gains 

trailing inflation for most peo-
ple, higher prices have eroded 
Americans’ spending power.

Walmart has reported that 
higher gas and food costs have 
forced its shoppers to reduce 
their purchases of discretion-
ary spending such as new cloth-
ing, a clear sign that consumer 
spending, the leading driver 
of the economy, is weakening. 
The nation’s largest retailer, 
Walmart has reduced its profit 
outlook and said it would have 
to discount more items like fur-
niture and electronics.

And the Fed’s rate hikes 
have helped send the average 
30-year fixed mortgage rate 
surging above 6%, compared 
with below 3% a year ago, 
thereby making homebuying 
increasingly unaffordable.

Higher rates will likely 
weigh on businesses’ willing-
ness to invest in new build-
ings, 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 public were to 
grow more fearful, consumers 
would further reduce spend-
ing.

What are some signs of an 
impending recession? 

The clearest signal that a 
recession is under way, econo-
mists say, would be a steady 
rise in job losses and a surge in 
unemployment. Claudia Sahm, 
an economist and former Fed 
staff member, has noted that 
since World War II, an increase 
in the unemployment rate of a 
half-percentage point over sev-
eral months has always result-
ed in a recession.

Many economists monitor 
the number of people who seek 
unemployment benefits each 
week, which indicates whether 
layoffs are worsening. Weekly 
applications for jobless aid 
have dropped to a five-month 
low, which means that in the 
midst of a labor shortage, few 
employers are resorting to lay-
offs.

Any other signals to 
watch for? 

Many economists also 
monitor changes in the inter-
est payments, or yields, on 
different bonds for a recession 
signal known as an “inverted 
yield curve.” This occurs when 
the yield on the 10-year Treas-
ury falls below the yield on a 
short-term Treasury, such as 
the 3-month T-bill. That is un-
usual. Normally, longer-term 
bonds pay investors a richer 
yield in exchange for tying up 
their money for a longer pe-
riod.

Weekly property deals 
cross QR250 million

QNA
DOHA

TRANSACTIONS of properties 
worth QR250.404 million were 
recorded in Qatar between Sep-
tember 18 and 22, according to 
the Ministry of Justice’s Real 
Estate Registration Depart-

ment.
The properties sold included 

sale included vacant plots, resi-
dences, multi-use plots and a 
residential complex. Most of the 
trading took place in Doha, Al 
Rayyan, Al Daayen, Al Wakra, 
Al Khor, Al Dakhira, Al Shamal 
and Umm Salal.

US economy drops at 0.6 percent 
annually from April through June

AGENCIES

BATTERED by surging con-
sumer prices and rising inter-
est rates, the U.S. economy 
shrank at a 0.6% annual rate 
from April through June, the 
government announced Thurs-
day, unchanged from its previ-
ous second-quarter estimate.

It marked the second con-
secutive quarter of economic 
contraction, one informal rule 
of thumb for a recession. Most 
economists, citing a strong and 
resilient American job market, 
believe the world’s biggest econ-
omy is not yet in a downturn. 
But they worry that it might 
be headed for one as the Fed-
eral Reserve ratchets up interest 
rates to combat inflation.

Consumer spending grew at 
a 2% annual rate, but that gain 

was offset by a drop in business 
inventories and housing invest-
ment.

The U.S. economy has been 
sending out mixed signals this 
year. Gross domestic product, 
or GDP, went backward in the 
first half of 2022. But the job 
market has stayed strong. Em-
ployers are adding an average 
438,000 jobs a month this year, 
on pace to be the second-best 
year for hiring (behind 2021) 
in government records going 
back to 1940. Unemployment is 
at 3.7%, low by historic stand-
ards. There are currently about 
two jobs for every unemployed 
American.

But the Fed has raised in-
terest rates five times this year 
— most recently Sept. 21 — to 
rein in consumer prices, which 
were up 8.3% in August from 

a year earlier despite plum-
meting gasoline prices. Higher 
borrowing costs raise the risk 
of a recession and higher unem-
ployment. “We have got to get 
inflation behind us,″ Fed Chair 
Jerome Powell said last week. “I 
wish there was a painless way to 
do that. There isn’t.″ The risk of 
recession -- along with persis-
tently and painfully high prices 
-- poses an obstacle to President 
Joe Biden’s Democrats as they 
try to retain control of Congress 
in November’s midterm elec-
tions. However, drops in gaso-
line prices have improved con-
sumers’ spirits in the past two 
months.

Thursday’s report was the 
Commerce Department’s third 
and final take on second-quar-
ter growth. The first look at 
the economy’s July-September 

performance comes out Oct. 27. 
Economists, on average, expect 
that GDP returned to growth in 
the third quarter, expanding at 
a modest 1.5% annual pace, ac-
cording to a survey by the data 
firm FactSet.

Commerce also on Thurs-
day released revised numbers 
for past years’ GDP. The update 
showed that the economy per-
formed slightly better in 2020 
and 2021 than previously re-
ported. GDP rose 5.9% last year, 
up from the previously reported 
5.7%; and, pounded by the cor-
onavirus pandemic, it shrank 
2.8% in 2020, not as bad as the 
3.4% previously on record.

GDP remained unchanged 
for 2018 (2.9%) and 2019 
(2.3%). Growth for 2017 was 
downgraded slightly -- to 2.2% 
from 2.3%.

A consumer uses a Discover card to purchase gasoline at a Sam’s Club in Madison, Miss., Thursday, July 1, 2021. Battered by surging consumer 
prices and rising interest rates, the U.S. economy shrank at a 0.6% annual rate from April through June, the government announced Thursday, 
Sept. 29, unchanged from its previous second-quarter estimate.

Qatar’s producer price index up 3.17% in Aug
TRIBUNE NEWS NETWORK

DOHA

PRODUCER-PRICE index 
(PPI) in Qatar increased 3.17 
percent in August from July, 
and rose 54.25 percent from a 
year ago, according to the Plan-
ning and Statistics Authority, 
which estimated the PPI for 
August, 2022, at 167.49 points.

PPI, which measures either 
the average change in the price 
of goods as they leave the place 
of production or as they enter 
the production process, covers 
goods related to a range of prod-
ucts produced domestically.

The PPI for mining, which 
carries a maximum weightage 

of 82.46 percent, saw an in-
crease of 5.12 percent in August 
month-on-month and jump of 
63.86 percent year-on-year. 
The PSA report attributed the 
m-o-m rise to increase in pro-
ducer prices of crude petroleum 
and natural gas by 5.13 percent. 
Other mining and quarrying 
group, however, showed a de-
crease of 1.56 percent.

The manufacturing index, 
which has a weightage of 15.85 
percent in the index, declined 
8.07 percent in August month-
on-month, mostly on the back 
of decline in prices in five 
groups — chemicals and chemi-
cal products by 11.13 percent, 
refined petroleum products by 

6.19%, basic metals by 2.96%, 
printing and reproduction of 
recorded media by 0.16% and 
cement and other non-metallic 
mineral products by 0.07 per-
cent. However, the sector saw 
prices rises in three groups 
—  rubber and plastics prod-
ucts by 5.26 percent, beverages 
by 0.17% and food products by 
0.09%. 

On a year-on-year compari-
son, the manufacturing PPI of 
August surged 12.99 percent. 
The major groups that drove the 
prices up are rubber and plas-
tics products by 42.55%, refined 
petroleum products by 26.85%, 
basic metals by 14.80%, chemi-
cals and chemical products by 

9.58%, cement and other non-
metallic mineral products by 
9.19% and food products by 
2.99%, However the decreasing 
prices are noticed in printing 
and reproduction of recorded 
media by 4.05 percent and bev-
erages by 1.29 percent. 

The PPI for electricity , 
which constitutes 1.15 percent 
of the index, showed a fall 
of 11.22 percent month-on-
month. Year-on-year, the in-
dex declined 1.71 percent. The 
PPI for water, which consti-
tutes 0.52 percent of the index, 
showed an increase of 4.63 per-
cent month-on-month. Year-
on-year, the index declined 1.76 
percent.

Fewer people seek 
US unemployment 
aid amid solid hiring

AGENCIES

THE number of Americans fil-
ing for jobless benefits dropped 
last week, a sign that few com-
panies are cutting jobs despite 
high inflation and a weak econ-
omy.

Applications for unemploy-
ment benefits for the week end-
ing Sept. 24 fell by 16,000 to 
193,000, the Labor Department 
reported Thursday. That is the 
lowest level of unemployment 
claims since April. Last week’s 
number was revised down by 
4,000 to 209,000.

Jobless aid applications 
generally reflect layoffs. The 
current figures are very low his-
torically and suggest Americans 
are benefiting from an unusu-
ally high level of job security. 
A year ago this week, 376,000 
people applied for benefits.

The economy shrank in the 
first half of the year, the govern-
ment said in a separate report 
Thursday on gross domestic 
product, the broadest measure 
of the economy’s output.

Yet employers, who have 
struggled to rehire after laying 
off 22 million workers at the 
height of the pandemic, are still 
looking to fill millions of open 
jobs. There are currently rough-
ly two open positions for every 
unemployed worker, near a re-
cord high.

With companies desper-
ate for workers, they are much 
more likely to hold onto their 

current staff.
Employers are also offer-

ing higher pay and benefits to 
attract and keep employees. 
Those higher salaries are con-
tributing to inflation pressures.

The Federal Reserve is aim-
ing to bring down inflation by 
rapidly raising its key inter-
est rate, which is currently in 
a range of 3% to 3.25%. A little 
more than six months ago, that 
rate was near zero. The sharp 
rate hikes have pushed up mort-
gage rates and other borrowing 
costs. The Fed hopes that higher 
interest rates will slow borrow-
ing and spending and drive 
inflation down towards its 2% 
target.

Fed officials are increas-
ingly warning that the unem-
ployment rate will likely have to 
rise as part of their fight against 
rising prices. If the number of 
unemployment claims drops, as 
it did last week, it suggests the 
Fed may have to raise rates even 
higher than it plans to slow the 
economy.
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British Prime Minister Liz 
truss on thursday defended 
her divisive economic plan and 
shrugged off the turmoil it has 
stirred in financial markets, 
saying she’s willing to make 
“controversial and difficult de-
cisions” to get the U.K. econo-
my growing.

in her first public com-
ments since her Conservative 
government announced bil-
lions in unfunded tax cuts last 
Friday that drove the pound to 
record lows, truss said Britain 
was facing “very, very difficult 
economic times.” But she said 
the problems — namely high 
inflation driven by soaring en-
ergy prices — were global and 
spurred by russia’s invasion of 
Ukraine.

she spoke after the Bank 
of England took emergency 
action Wednesday to stabilize 
U.K. financial markets and 
head off a crisis in the broader 
economy after the government 
spooked investors with sweep-
ing tax cuts that many see as 
benefiting the wealthy, to be 
paid for by a surge of public 
borrowing.

truss told BBC that she had 
to “take urgent action to get 
our economy growing, get Brit-
ain moving and also deal with 
inflation.” “Of course, lots of 
measures we have announced 
won’t happen overnight. We 
won’t see growth come through 
overnight,” she said. “What is 
important is that we are put-
ting this country on a better 
trajectory for the long term.” 
in a series of radio interviews, 
truss said her government’s 
decision to cap energy bills 
for households and businesses 
would help tame inflation and 
help millions of people facing a 
cost-of-living crisis.

But it was not that deci-
sion that alarmed the markets. 
it was the government’s an-
nouncement of an economic 
stimulus program that includ-
ed 45 billion pounds ($48 bil-

lion) of tax cuts and no spend-
ing reductions — without an 
independent economic assess-
ment of the cost and impact.

the Bank of England 
warned that crumbling confi-
dence in the British economy 
posed a “material risk to U.K. 
financial stability” and said 
it would buy up to 65 bil-
lion pounds ($70 billion) in 
long-term government bonds, 
known as gilts, over the next 
two weeks to counter “dysfunc-
tion” in the bond market.

the central bank made 
the emergency move after the 
pound touched a record low 
against the U.s. dollar and 
government borrowing costs 
spiked on concerns the tax cuts 
would fuel inflation and drive 

up interest rates. it stepped in 
amid a run on pension funds, 
which were forced to sell gov-
ernment bonds to head off 
worries over their solvency, 
which threatened severe losses 
to workers’ retirement funds.

the bank’s action helped 
stabilize the British currency 
and the bond markets. the 
pound rose to $1.10 on thurs-
day, above its record low of 
$1.0373 on Monday. it has lost 
2% of its value since Friday and 
almost 20% in the past year.

But many economists say 
the relief will only be short 
term unless the Conservative 
government acts to restore 
confidence in the markets.

Former Bank of England 
chief Mark Carney said the 

government’s pro-growth plan 
was working “at cross purpos-
es” to the central bank, which is 
trying to rein in inflation that’s 
running at 9.9%, near 40-year 
highs. this meant “an under-
cutting of some of the institu-
tions” underpinning economic 
stability, Carney told the BBC.

But he said there was no 
need for the bank to call an 
emergency meeting to raise 
interest rates. the bank, which 
raised its key rate to 2.25% last 
week, isn’t scheduled to meet 
until Nov. 3.

“this is a robust, resilient 
system, it has had a big knock, 
but it will move forward and … 
the Bank of England can take 
its decision in the right time 
frame,” Carney said.

truss was appointed prime 
minister on sept. 6 after win-
ning a Conservative Party lead-
ership vote to replace Boris 
Johnson, who stepped down 
in July after a three-year term 
tarnished by ethics scandals.

A champion of low-tax, 
free-market conservatism who 
cites 1980s political icons Mar-
garet thatcher and ronald 
reagan as inspirations, truss 
argues that slashing taxes will 
energize Britain’s sluggish 
economy and eventually bring 
in more tax revenue.

Yet after less than a month 
in office, she faces a pincer 
of negative reaction. Finan-
cial markets are alarmed at 
the inflationary impact of her 
policies, while polls suggest 

many voters see her tax cuts 
as chiefly benefiting the rich. 
in Friday’s “mini-budget,” the 
government abolished the top 
45% rate of income tax paid by 
the highest earners.

Meanwhile, truss has re-
jected calls to extend a wind-
fall tax on oil and gas company 
profits that have been soaring 
as the war in Ukraine sparked 
an energy crisis.

in her interviews thursday, 
truss was faced with questions 
from listeners struggling to pay 
their bills or forced to sell their 
homes because of the cost-of-
living crisis. she denied a sug-
gestion from a host on BBC 
radio Nottingham that she 
was a “reverse robin hood,” 
taking from the poor to give to 
the rich.

“having lower taxes across 
the board — everything from 
national insurance to corpora-
tion tax to income tax — helps 
everybody because it helps 
grow the economy,” she said.

the government says it will 
set out a more detailed fiscal 
plan on Nov. 23. Many econo-
mists say deep spending cuts 
are inevitable. Even econo-
mists sympathetic to the gov-
ernment’s strategy admit that 
its economic plan has been 
badly received so far.

“My advice would be to 
press ahead with the current 
plan, but to be much, much bet-
ter at communicating it — and 
in particular, being much more 
sensitive to what the markets 
are worried about,” said Julian 
Jessop, who has advised truss 
on economic policy.

he acknowledged that the 
British government “is taking 
a gamble.” “the view seems 
to be that you should take the 
economic policy decisions that 
you think are right in the long-
er-term interest of the U.K., 
even if they are unpopular.... 
But there’s clearly a risk that 
that backfires in the polls and 
unsettles people with the feel-
ing that the government hasn’t 
got their back,” he said.

UK’s Truss defends economic 
plan that sent pound tumbling

British Prime Minister Liz Truss on Thursday defended her divisive economic plan and shrugged off the turmoil it has stirred in financial markets, 
saying she’s willing to make “controversial and difficult decisions” to get the U.K. economy growing.

Germany to spend $195 billion 
to tackle surging energy prices

Agencies

GErMANY plans to spend up to 
200 billion euros ($195 billion) 
helping consumers and busi-
nesses as surging energy prices 
due to the war in Ukraine are 
pushing Europe’s largest econo-
my into a looming recession.

Chancellor Olaf scholz said 
thursday that the government 
was reactivating an economic 
stabilizing fund previously used 
during the global financial crisis 
and the coronavirus pandemic.

the fund will be used to limit 
the price customers pay for nat-
ural gas, which is used to heat 
homes, generate electricity and 
power factories. the govern-
ment is dropping a previously 
proposed surcharge on natu-
ral gas that was meant to help 
spread the rising cost of pur-
chasing the fuel on the global 
market.

“One can say this is a double 
whammy,” scholz said, speaking 
at a news conference by video 
link because he is isolating due 
to a COViD-19 infection.

scholz said russia’s decision 
to cut back natural gas to Eu-
rope and the recent leaks on the 
Nord stream 1 and 2 pipelines 
running from russia to Ger-
many showed that further rus-
sian energy supplies couldn’t be 
expected in the near future. Eu-
ropean officials say gas reduc-
tions by state-owned exporter 
Gazprom are energy blackmail 
aimed at pressuring European 
governments over their support 
for Ukraine and for sanctions 
against Moscow.

“We’re well prepared for 
this situation though,” scholz 
said. “We have taken decisions 
that allow us to deal with this 
changed situation.”

the fund, part of wide efforts 
across Europe to provide relief 
on energy bills to households 
and businesses, was announced 
as German inflation hit double 

digits for the first time in dec-
ades, reaching 10.9% in septem-
ber under the EU’s harmonized 
standard. Leading economists 
warn Germany faces a recession 
because high prices for food, 
fuel, electricity and heating are 
leaving people with less money 
to spend on other things.

“We are sliding into a re-
cession and will only come out 
of recession next spring,” said 
economist torsten schmidt 
from the Leibniz institute for 
Economic research. “the main 
burden is currently being felt by 
private households, which are 
suffering a massive loss of pur-
chasing power.”

Germany was heavily de-
pendent for years on cheap gas 
from russia, and businesses 
that use a lot of energy have 
been hard hit after Gazprom’s 
cutbacks sent gas prices through 
the roof. 

the government and utilities 
have turned to more expensive 
liquefied gas that comes by ship 
from suppliers including the 

U.s. and have filled the coun-
try’s underground storage to 
91% ahead of the winter heating 
season. 

A gas shortage should be 
avoided if the winter is average.

still, the government could 
be forced to ration energy to 
businesses if there is an excep-
tionally cold winter, a scenario 
that could cause a further sharp 
drop in the economy. 

Even now, high prices are 
making steel and fertilizer mak-
ers shut down production, say-
ing it’s not profitable due to the 
cost.

Finance Minister Christian 
Lindner insisted that the fund 
would not entail further regular 
borrowing, saying Germany is 
“expressly not following Great 
Britain’s path.”

the U.K. government recent-
ly announced tax cuts funded 
by borrowing despite plans to 
spend billions shielding homes 
and businesses from soaring en-
ergy prices, resulting in a sharp 
fall of the pound this week.

Porsche shares rise in one of 
Europe’s largest market debuts

Agencies

shArEs in luxury carmaker Porsche 
AG rose on their first day of public 
trading after German parent company 
Volkswagen raised 9.4 billion euros 
($9.1 billion) for one of the largest ini-
tial public offerings in European his-
tory.

shares traded at 85.68 euros on the 
Frankfurt stock Exchange on thurs-
day, above the initial offering price of 
82.50 euros established Wednesday 
after Volkswagen lined up investors to 
buy shares for a minority stake in the 
maker of the 911 sports car and Cay-
enne sUV.

Volkswagen plans to use use the 
money to invest in software and elec-
tric vehicles as global auto industry 
shifts its focus to the energy transition.

the iPO was a venture into turbu-
lent markets, as the war in Ukraine, 
inflation, rising interest rates and a 
global energy crunch have raised fears 
of recession in major economies such 
as Europe and the U.s. Europe’s stoxx 
600 index last week fell into bear mar-
ket territory.

still, investors snapped up the 
shares at the top end of the initial of-
fer range, attracted by Porsche’s strong 
profit margins and recession-resistant 
luxury business.

the state investment funds of 
Qatar, Norway and Abu Dhabi took 

stakes, along with money manager t. 
rowe Price.

Wolfsburg-based Volkswagen, 
whose other auto brands include Audi, 
Lamborghini, sEAt and skoda, will 
remain the majority shareholder in 
Porsche and the companies’ industrial 
cooperation will continue. the sale 
is intended, however, to give Porsche 
more autonomy.

Volkswagen CEO Oliver Blume, 
who kept his earlier role as head of 
Porsche, will continue in that dual role.

Under the offering, 12.5% of Por-
sche was sold to investors in the form 
of non-voting shares. As part of the 
transaction, another 12.5% plus one 
share in voting shares was bought at a 
7.5% premium by Porsche Automobil 
holding sE, representing the Porsche 
and Piech families, descendants of au-
tomotive pioneer Ferdinand Porsche. 
their holding is also Volkswagen’s con-
trolling shareholder with 53% of voting 
shares.

Volkswagen took over Porsche in 
2012 after Porsche made a failed bid 
for Volkswagen and wound up laden 
with debt.

total proceeds from the sales of the 
two blocks of shares totaled 19.5 bil-
lion euros. Of that amount, 49% will 
be paid out as a dividend to Volkswa-
gen shareholders. the rest is left for 
VW to fund its investments in future  
technologies.

CEO of Porsche car maker Oliver Blume sits in an old Porsche 356 at the start of  
Porsche’s market listing at the stock market in Frankfurt, Germany on Thursday.

German Chancellor Olaf Scholz, center, Economy and Climate Minister Robert 
Habeck, left, and Finance Minister Christian Lindner, right, brief the media dur-
ing a news conference about the energy supply situation in Germany at the 
chancellery in Berlin, Germany, Thursday, Sept. 29, 2022. Scholz appears via 
videolink as he is in quarantine for coronavirus.


