
With recession 
looming, Macri 
lacks options 
to defend peso

With interest rates sky-high and
the economy heading for
recession, Argentina’s

President Mauricio Macri is running
short of options to stem a slide in the
peso, economists say, leaving the bat-
tered currency at the mercy of volatility
in emerging markets. Macri’s government
has already taken a series of measures to
restore confidence in the peso since it
came under pressure in May, reviving
memories of a painful 2002 economic
crisis in Latin America’s third-largest
economy.

The peso, which has fallen around 40
percent so far this year, rivals the Turkish
lira as the world’s worst performing cur-
rency in 2018. Argentina’s central bank
hiked interest rates to 40 percent in
May, and Macri sealed a $50-billion deal
with the International Monetary Fund in
June - removing the need for outside
funding and briefly steadying the peso.
His government has since announced
more than $2 billion in budget savings.

But jitters returned in recent weeks as
Turkey’s financial crisis roiled emerging
markets, after Turkish leader Recep
Tayyip Erdogan clashed with US
President Donald Trump. Emerging mar-
ket investors were already unnerved by
the US-China trade tensions and the
Federal Reserve’s tightening. Confidence
in Argentina was also shaken by a major
corruption scandal in the construction
sector, expected to damage economic

growth already hit by a drought that
crippled vital agricultural production.

The peso has tumbled 8.5 percent
against the dollar in the past two weeks
despite Argentina’s central bank again
hiking rates to 45 percent. On
Wednesday, the bank was forced to sell
$781 million in reserves to support the
peso, before tightening reserve require-
ments a day later. Such dizzying interest
rates and the fiscal measures would nor-
mally be enough to halt a currency run
but sentiment was being dictated by
global events, said Alberto Bernal, chief
strategist at XP Investments in New York.

“Seventy percent of the problems
facing Argentina are external in nature,”
Bernal said. “Macri needs luck ... He
needs Trump to go easier against China
and Europe. He needs Erdogan to come
to his senses and he needs a weaker dol-
lar, which means he needs the US Federal
reserve to be a little less aggressive in its
policy guidelines.”

While economists are urging Turkey’s
Erdogan to adopt a series of policy
measures to restore confidence in the
economy - including strengthening cen-
tral bank independence, raising interest
rates and fiscal tightening - business-
friendly Macri has already announced
many of these. A major challenge for
Argentina is that interest rate rises have
limited impact in fighting inflation
because consumers and businesses use
little credit after years of financial crises,
economists say. Inflation jumped to 31
percent in June.

Last year, private sector credit made
up just 16 percent of gross domestic
product (GDP) in Argentina, compared
to 113 percent in neighboring Chile,
according to World Bank figures.
Similarly, on the fiscal front Macri’s
options are limited. He has already sus-
pended a reduction in soy export taxes

and unveiled other fiscal measures worth
around $2.2 billion in savings. Yet a
weakening economy leaves Macri with
few policy levers to pull without inflict-
ing further damage. Despite high expec-
tations at the start of 2018, the currency
crisis and drought have slammed
Argentina’s $640 billion economy into
reverse.

After growing 3.6 percent in the first
quarter, the economy shrank 5.8 percent
in May when the crisis struck, according
to official statistics. It is due to re-enter
recession in the third quarter, econo-
mists say, only two years after it returned
to growth. With Macri expected to seek
a second four-year term next year, major
spending cuts and tax rises are political-
ly unpalatable. Diego Ferro, partner and
portfolio manager at Greylock Capital in
New York, said that until recently
investors had been happy with
Argentina’s gradualist approach, but
market turmoil had made them impatient

for results from Macri’s government.
“They have shown that they are on the
right path and under normal circum-
stances this would be enough,” said
Ferro. “But after the disappointments
they have suffered and the overall con-
cern about emerging markets, it might
not yet be enough to prompt a turn-
around in the market.”

Political pressures
Some investors are also concerned

that political pressures in Argentina will
make it difficult to implement reforms.
The changes to soy taxes have already
proven unpopular with the farm lobby, a
key base of his support. Riot police were
needed to control demonstrators in
December when Congress passed pen-
sion changes. Unions have protested
over planned labor reforms that have
now stalled in the legislature, where
there is resistance to the fiscal tightening
required by the IMF deal. — Reuters 

From creating 10 million jobs to building an Islamic
welfare state and restoring Pakistan’s tattered
image abroad, new premier Imran Khan is facing a

problem of his own making: runaway expectations raised
by his lofty rhetoric. A cricket legend and firebrand
nationalist who is hero-worshipped by supporters, Khan
swept to power in last month’s election on a populist
platform vowing to root out corruption among a venal
elite and lift people out of poverty.

But he inherits control of a volatile nation facing
mounting problems at home and abroad, including a
looming economic crisis and a fracture with historic ally
the United States over Pakistan’s alleged links to mili-
tants. Ties are also fraught with neighbors Afghanistan
and nuclear-armed rival India. Opponents in parliament
talk of forming a grand coalition against Khan, dubbing
him a “puppet” and accusing him of entering into a
Faustian Pact with the powerful military, which has a his-
tory of ousting prime ministers and clashing with civilian
governments over control of foreign policy.

Khan denies all accusations that the military covertly
helped him win the election. And in his victory speech,
Khan offered an olive branch to India and called for
mutually beneficial ties with the United States. Whether
Khan can become the first Pakistani prime minister to
complete a full five-year term in office will depend on his
relationship with influential generals, analysts say. If his
ideas on foreign policy differ from theirs, analysts say
Khan would suffer a similar fate to other civilian leaders
who have failed to see out their term. “Then his future
will be the same as anybody else’s,” political commenta-
tor Aamer Ahmed Khan said.

Great expectations
Forced to rely on smaller parties for a razor-thin

majority in parliament, and with the opposition control-
ling the Senate, Khan’s coalition government could
struggle to push through legislation without major com-
promises. An increasingly assertive judiciary could also
hold it back. Yet the mood in the country is one of
unbridled optimism, especially among Khan’s young
supporters, who believe he can build a corruption-free
and prosperous “New Pakistan” for the country’s 208
million people.

“His biggest challenge is managing expectations
among his followers and voters because he’s almost
promised them the moon,” said Raza Ahmad Rumi, the
editor of Pakistan’s Daily Times newspaper. During
Independence Day celebrations this week, when flag-
waving Pakistanis flooded the streets of Islamabad, many
voiced confidence that Khan would deliver on promises
to build world class hospitals and improve education in a
nation where the illiteracy rate hovers above 40 percent.

“I have moved my daughter (from a private) to a gov-
ernment school, because we are confident that Pakistan
is going to change,” said Sheikh Farhaj, 40, who volun-
teered for Khan’s Pakistan Tehreek-i-Insaf (PTI) party
during the elections. Others were delighted Khan has
broken the decades-long dominance of the two dynastic
powerhouses, the outgoing Pakistan Muslim League-
Nawaz (PML-N) party of jailed former premier Nawaz
Sharif and the Pakistan Peoples Party (PPP) of the Bhutto
family. “We have great expectations from Imran Khan,”
said Shah Sultan, 38, a roadside flag seller. “We are lower
class people and I voted from Khan because what the
politicians have done to our country. They have left it
with nothing.”

Looming economic crisis
But Khan’s campaign pledges are likely to be

checked by a worsening economic outlook, analysts say,
especially his vow to build a welfare state. The central
bank has devalued the rupee four times since December,
but the current account deficit is still carrying the cur-
rency towards a crisis, while the fiscal deficit has bal-
looned to 6.8 percent of GDP. Economic growth is run-
ning at nearly 6 percent, but given the unsustainability
of these deficits it is easy to predict Pakistan’s growth is
heading for a fall.

Khan’s government must urgently decide whether
to request more loans from China, deepening
Islamabad’s economic reliance on its neighbor, or ask
the International Monetary Fund (IMF) for what
would be its 15th bailout since 1980. Both lenders are
likely to ask for more fiscal discipline, requiring dras-
tic spending cuts. 

Shafqat Mahmood, Khan’s new education minister,
said the economic woes pose a major problem but the
party is determined to deliver a welfare system and
enact badly-needed reforms. “Everyone in the party
realizes we will have to work overtime to meet these
huge expectations,” Mahmood said. Mahmood said
Khan’s image as a politician untainted by corruption
could boost faith in the government and convince more
people to file taxes in a nation where less than 1 percent
of the population pays income tax.

Khan has touted his “100 Day Plan” but many of the
reforms PTI is proposing, from turning around loss-
making state-run enterprises to reforming the tax col-
lection bureau, will take far longer to accomplish.
Ending government corruption outright, or repatriating
plundered wealth, is also unlikely. “(Khan’s supporters)
have a simplistic idea that if there is a clean man on top,
the entire machinery becomes clean. That’s never the
case anywhere in the world,” said Rumi. —  Reuters 
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In his first 12 years working as a vet in
Bangladesh, Bikash Chandra Saha routinely
prescribed antibiotics. Then he learned of the

devastating impact of antimicrobial resistance on
human health - and it revolutionized his treat-
ment choices. The growing resistance of deadly
diseases to antimicrobial drugs such as antibi-
otics is seen as one of the biggest threats to
human health, but awareness of the dangers of
overuse remains low, particularly in developing
countries.

Now the United Nations is educating workers
on the front lines of the battle against this global
scourge - among them Saha, who works for one
of Bangladesh’s biggest poultry companies. “It
definitely changed my attitude and my antibiotic
selection,” Saha, who attended a recent training
course, told the Thomson Reuters Foundation by
phone. “Before, my focus was on what is the best
option (for the animal). After the training, I know
the threat of antimicrobial resistance, even for
my family, for my children. This is a new thing.”

Lethal bacteria are showing more and more
resistance to antimicrobials, and a 2016 report
found drug-resistant infections could kill 10 mil-
lion people a year by 2050. Livestock is a large
part of the problem - especially in Asia, where
rising incomes have led to a growth in the con-
sumption of fish and meat. Most countries
require prescriptions for antibiotics in humans,
but less than half limit their use to promote
growth in agriculture, according to a report
published last month.

Phone app
Saha said colistin, once a livestock-specific

antibiotic but now a drug of last resort that can
save human lives when others have failed, was
commonly used on animals in Bangladesh but
since the training he and the other vets were
more careful about using it. The course was run
by the UN Food and Agriculture Organization
(FAO), which has trained nearly 150 vets and
doctors in Bangladesh since February on the
globally accepted guidelines for antibiotic use.

Those guidelines are now available as mobile
phone app - one of a number of innovative ways
in which international organizations are seeking
to educate people working with antimicrobial
drugs about the dangers of overuse. Thailand,
where antimicrobial resistance causes 19,000
additional deaths a year, is working on an online
dictionary in English, Thai, Vietnamese, Lao and
Burmese to cut through the jargon surrounding
the issue.

“In the Mekong region, people don’t clearly
understand the difference between bacteria and
virus,” said Direk Limmathurotsakul, assistant
professor at Bangkok’s Mahidol University, who
is leading the project. “People still commonly use
antibiotics for common cold, which is caused by
virus. “Even the word antibiotic can be called
different ways. In Thailand, sometimes it is called
anti-inflammatory or antiseptic drug.”

Blanket bans
Simply banning antibiotics would not work,

experts say, with farmers unlikely to comply.
Instead, they hope improved knowledge of drugs
will help reduce antimicrobial use on Asian farms
- seen as the low-hanging fruit because it is cur-
rently so high. In Vietnam, 120 poultry farmers
are to receive training on how to prevent and
control diseases as well as free veterinary advice
as part of a pilot project aimed at reducing drug
use. “We’re improving the knowledge base of
farmers and vets rather than a ban on antibiotics,
which would be unlikely to be complied with,”
said Juan Carrique-Mas, the project’s principal
investigator.

“The baseline shows very high level of usage,
so I think it would be relatively easy to reduce it
by 30 to 50 percent with even better productivi-
ty and health,” added Carrique-Mas, of the
Oxford University Clinical Research Unit in Ho
Chi Minh City. Data on antibiotic use on farms in
the region remains sparse, but is starting to be
collected, said Suzanne Eckford, a British spe-
cialist who works with the FAO. Eckford advo-
cated against blanket bans on antibiotics - not
least because they could have unintended con-
sequences on food production. “You can’t just
say, ‘don’t do something’,” she said. “You have to
say, ‘this is what you need to do instead and
you’ll be still able to have a productive, economi-
cally viable system’.”  — Reuters 
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Tackling drug 
resistance on 
Asian farms with 
apps, dictionary

Argentinian President Mauricio Macri speaks during the opening of the
annual meeting of the Argentinian Entrepreneurial Association (AEA) in
Buenos Aires on Aug 16, 2018.  — AFP


