
Warren sees 
US economic 
downturn; urges 
quick steps
WASHINGTON: Democratic presidential candidate
Elizabeth Warren yesterday warned of “serious” signs that
the US economy could skid into a downturn either this
year or next, as she proposed a series of steps to minimize
the risk.

Warren, 70, who serves in the US Senate and is consid-
ered a top-tier candidate in a crowded field of Democrats
hoping to challenge President Donald Trump in the Nov 3,
2020 election, called on federal regulators and Congress
to act “before another crisis costs America’s families their
homes, jobs and savings.”

In a statement, Warren said “warning lights are flash-
ing” and the chances of a downturn are “high and grow-
ing.” The US economy has been expanding for 10 years,
the longest on record, with low unemployment and infla-
tion, and a strong stock market.

Nevertheless, Warren labeled the US economy “pre-
carious” amid high household and student debt. She
warned that an increase in interest rates could “plunge
families over a cliff.” The Massachusetts lawmaker noted
that corporations are holding a growing number of high-
risk loans and the country is experience a downturn in

manufacturing. As an antidote, Warren called for a $2
trillion investment in environmental research, manufac-
turing and exports over the next decade to revitalize the
industrial base. She estimated such investment would
create more than 1 million jobs while also addressing cli-
mate change issues. To help insulate the US economy
from potential shocks, Warren called on federal regula-
tors to abide by steps to stop banks from issuing risky
corporate loans. She also urged the Trump administration
to stop encouraging the UK to leave the European Union
unless a firm Brexit strategy is in place. Several public
opinion polls show former Vice President Joe Biden lead-
ing a pack of two-dozen candidates seeking the
Democratic Party nomination. Warren is thought to be
positioned among the top four candidates in the early
days of campaigning, along with Biden and Senators
Bernie Sanders and Kamala Harris. Warren’s standing
among potential Democratic voters has been bolstered
by the sheer number of policy proposals she has unveiled
compared with her competitors.— Reuter
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NAIROBI: Kenya’s Finance Minister Henry Rotich and other
treasury officials were arrested yesterday on corruption
and fraud charges over a multi-million dollar project to
build two mega dams, police said. Director of Public
Prosecutions Noordin Haji had ordered the arrest and pros-
ecution of Rotich and 27 other top officials on charges of
fraud, abuse of office and financial misconduct in the latest
scandal to rock graft-wracked Kenya.

Rotich, his principal secretary and the chief executive of
Kenya’s environmental authority then presented themselves
to the police. “They are in custody now awaiting to be taken
to court,” police chief George Kinoti told AFP.

“We are looking for (the) others and they will all go to
court.” Haji said the conception, procurement and payment
processes for the dam project-part of a bid to improve
water supply in the drought-prone country-was “riddled
with irregularities”.  “Investigations established that govern-
ment officials flouted all procurement rules and abused their
oath of office to ensure the scheme went through,” said Haji.

He pointed to the awarding of the contract to Italian firm
CMC di Ravenna in a manner that he said flouted proper
procurement procedures, and despite financial woes that
forced the company into liquidation and had led to it failing
complete three other mega-dam projects. 

According to the contract, the project was to cost a total
of $450 million (401 million euros), but the treasury had
increased this amount by $164 million “without regard to
performance or works,” said Haji. Some $180 million has

already been paid out, with little construction to show for it.
Another $6 million was paid out for the resettlement of

people living in areas that would be affected by the project,
but there is no evidence of land being acquired for this, the
chief prosecutor said. “I am satisfied that economic crimes
were committed and I have therefore approved their arrests
and prosecutions,” said Haji.

‘Well-choreographed scheme’ 
“The persons we are charging today were mandated

with safeguarding our public interest and deliberately
breached this trust.  “Under the guise of carrying out legiti-
mate commercial transactions, colossal amounts were
unjustifiably and illegally paid out through a well-choreo-
graphed scheme by government officers in collusion with
private individuals and institutions.”

Rotich has previously denied any wrongdoing in the
scandal. The dams scandal is one of several in the poverty-
plagued country that has seen hundreds of millions of dol-
lars of public money disappear due to fraud. In 2017 Kenya
fell to 143rd out of 180 countries in Transparency
International’s annual corruption index.

In March 2018, a damning report from the auditor gener-
al showed the government could not account for $400 mil-
lion in public funds. A string of top officials have been
charged since last year as President Uhuru Kenyatta vows
to combat corruption-a refrain weary Kenyans have heard
from multiple presidents. — AFP
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NAIROBI: Kenya’s Cabinet Secretary for National Treasury Henry Rotich poses with the budget brief-
case before leaving for Parliament to read the budget speech for 2018-2019 in Nairobi, Kenya. Rotich
and other treasury officials were arrested yesterday on corruption and fraud charges related to a mul-
ti-million dollar project to build two massive dams, police said. — AFP

Turkey CB seen 
making deeper 
rate cut on July 25
ISTANBUL: The Turkish central bank is expected to cut
its key interest rate by 250 bps from its current 24 percent
on July 25, a Reuters poll showed, with dovish comments
from the new governor encouraging expectations of a sig-
nificant reduction.

President Tayyip Erdogan sacked Central Bank
Governor Murat Cetinkaya on July 6, reigniting concerns
over political interference in monetary policy and boosting
expectations of rate cuts to revive the recession-hit econ-
omy. The median forecast compiled from 23 institutions
showed economists expected a 250 basis point rate cut in
the policy rate at this month’s meeting, with forecasts
ranging between cuts of 100 bps and 500 bps in the one-
week repo rate.

A previous Reuters poll last week had already showed
that economists expected deeper rate cuts this year after
Cetinkaya’s dismissal. The median forecast then was for a
200 bps cut on July 25.

Turkey’s benchmark interest rate was hiked to 24 per-
cent last September to stem a sharp fall in the lira. The
Central Bank has since left it unchanged as the economy
tumbled into recession, to prevent renewed losses in the

currency. Murat Uysal, Cetinkaya’s deputy, replaced him
as governor.

Uysal hinted at rate cuts in his first remarks after taking
office, saying he expected disinflation to continue in 2019
on the back of declining cost pressures.

The consumer price index fell to 15.72 percent year-
on-year in June, off a 15-year-high above 25 percent in
October. It was fuelled by a currency crisis which resulted
in the lira losing nearly 30 percent of its value against the
dollar last year. The dovish comments from the new gover-
nor, the improvement in inflation data and the lira’s stabi-
lization were the main drivers of Morgan Stanley’s revision
of its forecast to a 250 bps cut at the July meeting from a
previous 100 bps.

“We expect a 200bp cut at the September meeting
to 19.5 percent and another 200bp cut in October to
17.5 percent,” Morgan Stanley said in a note. Erdogan
said that Cetinkaya, who was due to serve until 2020,
had made decisions for which a high price was paid
and was dismissed as he did not follow instructions on
monetary policy.

Investors have long been concerned over Erdogan’s
influence over monetary policy, given his opposition to
high interest rates. They also accuse the central bank
of acting slowly to defend the lira at the time of the
currency crisis. The median estimate in the Reuters
poll for the central bank’s year-end policy rate was 18
percent, down from a forecast of 20 percent in last
week’s poll. The latest forecasts ranged between 15
percent and 20 percent. — Reuters

ISTANBUL: A man sells cheese at the historical spice bazaar at Eminonu district in Istanbul. — AFP

Britain to give 
inflation-busting 
pay rise to 
public sector
LONDON: Britain said yesterday that it will
award small pay rises to almost one million
public-sector staff, in a parting gesture from
Prime Minister Theresa May’s government.
Staff including doctors, teachers and soldiers
will see their annual salaries climb by more
than the rate of inf lation, which currently
stands at about 2.0 percent.

At the party conference last year, May prom-
ised to end a decade of austerity since the
Conservatives came to power in 2010 but her
pledge was greeted with skepticism by the oppo-
sition after years of cuts. The raises, which will be
backdated for the current 2019/2020 financial
year, will include an increase of 2.75 percent for
teachers, 2.5 percent for doctors and dentists, 2.5
percent for police officers and 2.9 percent for
armed forces personnel, the Treasury said in a
statement.

There will also be a rise of at least 2.2 percent
for prison officers, and 2.0 percent for senior civil
servants and senior military staff. “Whether it’s
keeping us safe, saving lives or educating the next
generation, our public sector workers deserve this
pay rise in recognition of the brilliant job they do
on a daily basis,” said May in one of her final poli-
cy announcements before stepping down on
Wednesday.

“In 2017 we ended the public sector pay cap
and I’m pleased that we can build on this today by
giving almost a million of our dedicated public
servants an above inflation salary increase.”

However, trade unions blasted the move, which
was first reported by The Times newspaper on
Friday, because it will be funded from existing
budgets. After taking office in 2010, the
Conservatives imposed a two-year public sector
pay freeze and then imposed a pay cap of one
percent from 2013, in a bid to balance the books
after the financial crisis.

However, May’s government announced in July
2018 that it would ditch the pay cap, which was
enacted under her predecessor David Cameron.
May is to step down this week after failing to get
her Brexit deal through parliament and being
forced to twice delay Britain’s departure from the
European Union. —AFP

Euro eases towards
$1.12 as investors
await central 
bank moves
LONDON: Foreign exchange markets paused yesterday
as investors wait to see by how much and how fast policy-
makers might ease policy, beginning with the European
Central Bank on Thursday.

The euro edged down towards $1.12 as the dollar
gained the upper hand, thanks mostly to safe-haven
demand amid rising tensions in the Middle East. The Swiss
franc hit a new two-year high against the euro, touching
1.1010 francs per euro. The Swiss currency has benefited
from investors looking for a refuge from worries about the
eurozone economy.

Data published last week indicated that investors
remain net long of dollars, unchanged from the previous
week, with the US currency having weathered rising
expectations for interest rate cuts from the Federal
Reserve relatively well.

Currency markets have been stuck in narrow trading
ranges in recent weeks, with expectations for easing by
both the Federal Reserve and the ECB more or less can-
celling out the impact on the euro and the dollar. Pricing
for a 50-basis-point Fed cut soared last week after a
dovish speech by New York Fed President John Williams.
Those expectations later dwindled after a Fed spokesman
clarified that the remarks did not refer to “potential policy
actions”.

Priced-in forecasts for a 50-basis-point cut have
dropped from as high as 71% last week to 18.5% on
Monday, with a 25 bps cut now seen as more likely. “FX
markets don’t tend to get too excited about monetary pol-
icy when it’s all nuance and forward guidance, but when
central banks are making actual rate moves and QE
adjustments, monetary policy becomes the driving theme,”
BMO Capital Markets strategist Stephen Gallo said. The
Fed holds its monetary policy meeting next week, as does
the Bank of Japan. The euro nudged lower to $1.1217 after
earlier reaching $1.1208. The dollar index rose 0.1 percent
to 97.203.

Analysts said the dollar was benefiting from geopoliti-
cal tensions surrounding a confrontation in the Strait of
Hormuz, the oil trade’s most important waterway. The dol-
lar rose 0.1 percent against the yen to 107.89 after earlier
breaching the 108 level. Despite the dollar’s recent
resilience, some analysts think the US currency is set for a
fall. “The USD looks to have peaked. We see medium-term
downside on narrowing interest rate differentials and rela-
tive growth prospects that could be accelerated by US
intervention to weaken the currency,” Citi analysts wrote
in a research note. “We anticipate a modest appreciation
of the EUR over the longer term, but considerable risks
exist if QE (quantitative easing) is accelerated.”

Sterling weakened again, fall ing 0.3 percent to
$1.2469 after Alan Duncan, a British minister and long-
standing critic of Boris Johnson quit, decrying the “dark
cloud” of Brexit . Johnson is expected to win a
Conservative party leadership contest and be appointed
prime minister this week. — Reuters

Elizabeth Warren IEA ready to 
act quickly 
to keep oil 
market supplied
PARIS: The International Energy Agency (IEA) is
closely monitoring developments in the Strait of
Hormuz and ready to take swift action if needed to
keep the global oil market supplied, it said yesterday.
The Paris-based agency said the right of free energy
transit through the strait was critical to the global econ-
omy and must be maintained.

Iranian Revolutionary Guards seized British-flagged
oil tanker Stena Impero at the Strait of Hormuz on
Friday in apparent retaliation for the British capture of
an Iranian tanker two weeks earlier.

Oil prices rose yesterday on concerns that Iran’s

seizure the tanker could lead to supply disruptions in
the energy-rich Gulf. The Strait of Hormuz is a vital
maritime transit route for world energy trade. About 20
million barrels of oil, or about 20 percent of global sup-
ply, are transported through the strait each day, the IEA
said. “The IEA is ready to act quickly and decisively in
the event of a disruption to ensure that global markets
remain adequately supplied,” it said, adding that execu-
tive director Fatih Birol has been in talks with IEA
member and associate governments as well as other
nations that are major oil consumers or producers.
“Consumers can be reassured that the oil market is cur-
rently well supplied, with oil production exceeding
demand in the first half of 2019, pushing up global
stocks by 900,000 barrels per day,” the IEA said in a
statement.

IEA countries hold 1.55 billion barrels of public
emergency oil stocks. In addition, 650 million barrels
are held by industry under government obligations and
can be released as needed, it said. The stocks are
enough to cover any supply disruptions from the strait
for an extended period, it added without saying how
long that might be. — Reuters


