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Banks still navigating in unchartered territory
FRANKFURT:  The collapse of US investment giant
Lehman Brothers 10 years ago forced central banks to
take unprecedented steps to help rescue the global econo-
my, thrusting them into uncharted territory they are still
navigating.

Acting as firefighters-in-chief, central banks pushed the
boundaries of their mandates by deploying a range of
unusual tools that have, for better or worse, become the
new normal. “We underestimated the crucial role they
would have to play in case of serious financial instability,”
said Eric Dor, director of economic studies at France’s
IESEG management school.

But after years of ultra-low interest rates and floods of
cheap money, central bankers around the world are grap-
pling with the next hurdle: how to ease out of crisis mode
without jeopardising the recovery.

“This is an extremely big challenge,” said ING Diba
bank analyst Carsten Brzeski.

The delicate balancing act has been complicated by
“uncertainties” on the horizon, he added, as US President
Donald Trump’s trade rows and growing geopolitical risks
shade the economic outlook.

And although the US Federal Reserve, European
Central Bank, Bank of England and Bank of Japan all
sprung into action together in 2008, the road back to
monetary policy normalisation is one each must walk on
their own.

No going back 
Central banks are generally tasked with lowering or

raising interest rates to achieve price stability. But when
access to credit dried up after the Lehman collapse, they
had to think outside the box.

First, they slashed interest rates to record-low and even
negative levels.

Next, they flooded the financial system with cash. They
offered cheap loans to banks and began massively buying
up government and corporate bonds in a stimulus scheme
known as “quantitative easing” (QE), hoping to encourage
lending and stimulate spending.

Critics complain that the drastic measures have hurt

savers and distorted bond markets, but supporters say
they underpinned the global return to growth.

“Central banks can take a big chunk of credit for mas-
tering the crisis,” said Brzeski. “Even if it was a lot of
learning by doing.” One memorable misstep, he said, was
the ECB’s ill-advised rate rises in 2011 despite a festering
eurozone debt crisis.

But the Frankfurt institution quickly corrected course
and its chief Mario Draghi later famously promised the
ECB would do “whatever it takes to preserve the euro”.

With the interventionist genie out of the bottle, analysts
say there’s no going back for central banks.

Draghi himself acknowledged in June that even as
the bank readies to wind down its bond purchases in
December, QE has become a “normal instrument” in
the ECB “toolbox”, ready to be picked up again when
necessary.

New bubbles? 
The key question for central banks now is when, and

how exactly, to unwind their extraordinary stimulus to
ensure they have ammunition left when the next downturn
hits, without spooking the markets today. Many govern-
ments, companies and investors have come to rely on the
central banks’ easy money to service their debts-and any
abrupt U-turn could plant the seeds for a fresh crisis.

Another headache is that despite robust growth and
strong labor markets, inflation remains puzzlingly low in
advanced economies.

IESEG’s Dor likened central banks’ efforts to hit an
inflation target of around to 2.0 percent to “Don Quixote
fighting windmills”, echoing observers who say factors
outside the banks’ control, like digitalization, are to blame.

The ECB has nevertheless said it is confident inflation is
headed in the right direction as eurozone wages creep up,
bolstering its decision to scale back QE-while signalling
that interest rates won’t rise until well into 2019.

But if the ECB does eventually meet its inflation goal,
Berenberg economist Holger Schmieding said it will mainly
be because of stimulus “far beyond” anything seen before,
and it’s unclear what will happen once the medicine is

withdrawn. Commerzbank analyst Joerg Kraemer warned
that although banks had been forced by regulators to
become more resilient since 2008, the risk of new bubbles
was real.

“Both public and private debt levels in the eurozone
remain high,” he said, fuelled by the ECB’s easy access to
credit. To date only the Fed has ended QE and started
steadily raising rates, leading the way in monetary tighten-
ing-despite some grumbling from Trump.

In England, the BoE recently lifted rates for only the
second time since the crisis. But its QE scheme remains in
place as Brexit worries loom.

Treading equally cautiously, the BoJ has held rates
steady and made only minor tweaks to its asset purchasing
program. “The Fed wants to use the good economic times
to normalize monetary policy,” Brzeski summed up.

Other central banks, he said, “are skeptical that these
are good times”. — AFP

DOHA: The Qatar Financial Centre
Regulatory Authority (“QFCRA”)
announced that it has completed the sign-
ing of twenty-one Memoranda of
Understanding (“MoU”) with securities
regulators in the European Union. The
MoUs were coordinated by the European
Securities and Markets Authority
(“ESMA”), following its review of the
QFC’s legislative and supervisory frame-
work and its approval of the QFCRA as a
MoU counterparty.  

The signatories to the MoUs with the
QFCRA include the securities regulators
in France, United Kingdom, Netherlands,
Ireland, Portugal, Luxembourg, Cyprus,
Sweden, Denmark, Norway, Iceland,
Liechtenstein, Malta, Lithuania, Greece,
Poland, Estonia, Latvia, Slovak Republic,
Bulgaria and Austria.

The MoUs create the opportunity for
QFC fund managers to manage and mar-
ket funds (such as real estate funds, pri-
vate equity funds and hedge funds) to
professional investors in the European

Union and represent a significant oppor-
tunity for asset managers authorized in
the Qatar Financial Centre. 

Michael Ryan, Chief Executive Officer
of the QFCRA, said, “The network of
MoUs that the QFCRA has established
recognizes the QFC as a leading interna-
tional financial center and establishes a
platform for new and existing QFC fund
managers to enter new markets and
access a greater pool of investors.”

On 11 September, the Qatar Financial
Centre Authority will host an asset man-
agement roundtable with investment
managers in the QFC to discuss the
opportunities that the signing of the
MoUs provides to firms. 

CURRENCY BUY SELL
Europe

British Pound 0.383216 0.397115
Czech Korune 0.005690 0.014990
Danish Krone 0.043233 0.048233
Euro 0. 344573 0.358273
Georgian Lari 0.134644 0.134644
Hungarian 0.001144 0.001334
Norwegian Krone 0.032292 0.037492
Romanian Leu 0.065028 0.081878
Russian ruble 0.004485 0.004485
Slovakia 0.009065 0.019065
Swedish Krona 0.029325 0.034325
Swiss Franc 0.306287 0.317267

Australasia
Australian Dollar 0.210548 0.222548
New Zealand Dollar 0.194038 0.203538

America
Canadian Dollar 0.226127 0.235127
US Dollars 0.299550 0.304850
US Dollars Mint 0.300050 0.304850

Asia
Bangladesh Taka 0.002990 0.003791
Chinese Yuan 0.043019 0.046519
Hong Kong Dollar 0.036940 0.039690
Indian Rupee 0.003831 0.004603
Indonesian Rupiah 0.000016 0.000022
Japanese Yen 0.002652 0.002832
Korean Won 0.000262 0.000277
Malaysian Ringgit 0.070435 0.076435
Nepalese Rupee 0.002625 0.002965
Pakistan Rupee 0.001956 0.002726
Philippine Peso 0.005686 0.005886
Singapore Dollar 0.216002 0.226002
Sri Lankan Rupee 0.001520 0.002100

Taiwan 0.010419 0.010599
Thai Baht 0.008969 0.009519

Arab
Bahraini Dinar 0.790336 0.806836
Egyptian Pound 0.014338 0.020056
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000200 0.000260
Jordanian Dinar 0.423977 0.432977
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000156 0.000256
Moroccan Dirhams 0.022426 0.046426
Omani Riyal 0.782383 0.788063
Qatar Riyal 0.079115 0.084055
Saudi Riyal 0.079887 0.081187
Syrian Pound 0.001287 0.001507
Tunisian Dinar 0.105971 0.113971
Turkish Lira 0.040188 0.061688
UAE Dirhams 0.081248 0.082948
Yemeni Riyal 0.000987 0.001067

EXCHANGE RATES

QFCRA signs 21 
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JOHANNESBURG:  South Africa’s
economy tipped into recession as it
shrunk 0.7 percent in the second quar-
ter, official data showed yesterday, deal-
ing a blow to President Cyril Ramaphosa
who came to office in February. The
downturn, which was the second con-
secutive quarter of negative growth, was
driven by contractions in agriculture,
transport, trade and manufacturing
industries.

StatsSA said agriculture was hit by a
fall in field crops, drought in the Western
Cape and severe hailstorms in
Mpumalanga province that damaged
production. After a revised 2.6 percent
contraction in the first quarter, the latest
data piled pressure on Ramaphosa who

has promised a “new dawn” after his
predecessor Jacob Zuma’s scandal-taint-
ed nine-year reign. Micheal Power, an
asset manager at Investec, said domestic
and international events had combined
to stall economic growth.

“We are getting no help from the
outside with the strengthening dollar, the
escalating trade war and issues that are
now facing emerging markets,” he told
AFP. “In some respects, this can be seen
as a good thing if it means that we are
now not drinking to avoid the hangover.”
The recession is the first in South Africa
since the 2008-2009 global financial
crisis, when South Africa experienced
three consecutive quarters of economic
decline. — AFP

10 years on, crisis mode is 
normal for central banks

NEW YORK: In this file photo taken on September 15, 2008 the sign for Lehman Brothers headquarters is seen in
New York. — AFP

SocGen expects
to pay 1.1bn
euros in US
sanctions fines
PARIS: French banking giant Societe
Generale said yesterday it expects to pay
1.1 billion euros ($1.27 billion) in fines to
settle a dispute with US authorities over
allegations that it violated sanctions, par-

ticularly in Iran. In a statement, France’s
second-biggest bank said it expects to be
able to cover the cost with provisions set
aside for the dispute.

“Societe Generale has entered into a
phase of more active discussions with
these US authorities with a view to reach-
ing a resolution of this matter within the
coming weeks,” it said. “Within the provi-
sion for disputes amounting to 1.43 billion
euros, approximately 1.1 billion euros
equivalent is allocated to the US sanctions
matter,” it added. Societe Generale has
been caught up in around a dozen probes
and lawsuits in recent months. — AFP

When the
American 
dream became 
a mortgage 
nightmare
MIAMI:  A decade ago, as the financial crisis
raged in the United States, Jesus Rodriguez told
his kids a fib: he was selling the family furniture
because they were moving to Disney World.

The truth was Rodriguez was desperate for
money, having lost his home as did hundreds of
thousands of people in the Great Recession that
began in 2008. Rodriguez’s voice chokes as he
remembers the painful episode. “My kids were
very little and we started selling everything.
They said, ‘hey daddy, where are we going?’”
Rodriguez recalled.

“‘We are going to Disney World,’” he
remembered telling them. “And they said ‘daddy,
is it that expensive that we have to sell the
fridge and the beds?’” 

“No, no don’t worry, we’ll buy new ones
when we come back,” Rodriguez said he told his
children at the time. Today Rodriguez, 57, lives
with his family in a rented apartment in Coral
Springs, north of Miami. During the real estate
boom that preceded the financial meltdown, it
was dead easy to get a mortgage.

Banks threw loans at anything that moved.
And intermediaries made a fortune selling
investment products fashioned from debt obli-
gations that, it turned out, would never be
repaid. Soon after immigrating from Venezuela
with his family in 2005, Rodriguez landed a loan
to buy an apartment he thought would be a slice
of the American dream-even though he earned
just $15,000 a year working in a print shop. “My
neighbor was a pizza delivery man and he got
the same loan,” Rodriguez said.

‘Riskier mortgage products’ 
One of the meltdown factors, said mortgage

foreclosure lawyer Shari Olefson, was that in a
rush for profits banks “created a lot of unique
types of products” for home buying.

“We call them sort of riskier mortgage prod-
ucts,” Olefson said. “The second ingredient was
a lot of Americans who were not experienced in
real estate, but thought that they could become

real estate investors,” said Olefson, author of the
book “Foreclosure Nation.” “We had a lot of
people buying properties on spec. People who
had no experience,” she said. “Maybe someone
who works in a hair salon who’s all of a sudden
buying four or five apartments because they can
get the financing for it,” she said.

‘Panic really set in’ 
When the real estate bubble finally popped,

home prices plunged and interest on variable
rate mortgages shot up. Personal debt loads
skyrocketed to absurd levels, and soon many
people could no longer make housing payments.

One year into the crisis, Rodriguez saw his
mortgage interest rate jump from four to 14 per-
cent. By 2008, he owed $240,000 on property
whose value had dropped to $49,000.

“Part of what happened was these loans start-
ed adjusting, the payments started going up and
so all of the sudden, these loans were in default,”
said Olefson. As foreclosures mounted, there was
a ripple effect, “as if you throw a stone into a
pond, because the more people that went into
foreclosure, the more inventory that came on the
market,” which in turn pushed prices down.

“All of a sudden panic really set in,” she said.
The real estate crisis toppled banks and oth-

er financial institutions, and sent shock waves
around the world. It was the worst economic
downturn since the Great Depression of the
1930s. According to RealtyTrac, a real estate

data company, in 2008 there were a record
number of foreclosure filings-meaning default
notices, auction sale notices and bank reposses-
sions. The exact figure: 3.1 million, up 81 percent
from the previous year and up 225 percent from
2006. Two years later another record was bro-
ken: 3.8 million filings, or 23 percent more than
in 2008, said RealtyTrac. Hardest hit were the
states of Nevada, Florida and Arizona.

What now? 
Today, Rodriguez works as an insurance

company financial adviser-which he admits is an
ironic twist of fate. “Now I’m helping people to
not get what I got, to not go that deep in debt,”
he said. “It’s like I’m paying back.”

Experts say another such real estate melt-
down is unlikely, partly because it’s harder to
get a mortgage. “In short, the gloom and doom
stories just don’t have much basis in reality,”
said Dean Baker of the Center for Economic and
Policy Research. There are plenty of economic
problems “but the prospect of another big crash
is not one of them.” Yet Florida, which lures for-
eign investors that are often speculating, lives in
fear of a new real estate bubble. “Investors are
flocking back to Florida,” said Daren Blomquist
with the ATTOM Data Solutions real estate
consultancy. But, he added, no bubble is on the
horizon. “We aren’t there yet because tighter
lending is keeping home price increases in
check somewhat,” Blomquist said. — AFP 

Michael Ryan

LAS VEGAS: This file photo shows a short sale home in the Spring Valley area in Las
Vegas. During the real estate boom that preceded the financial meltdown, it was dead
easy to get a mortgage. — AFP

South Africa slips into 
recession, against forecasts


