
WASHINGTON:  Fears that inflation could spiral
out of control due to a massive US stimulus pack-
age are overblown, IMF chief economist Gita
Gopinath said Friday. Her argument contradicted
critics of US President Joe Biden’s proposed $1.9
trillion rescue package for the world’s largest
economy, who say the amount is excessive, and
even those Democratic economists who have also
raised concerns about price spikes.

Gopinath estimated that with the full amount of
stimulus, inflation “would reach around 2.25 per-
cent in 2022, which is nothing to be concerned
about,” she said in a blog post. Some economists,
including former Treasury secretary Larry
Summers, have urged caution saying excess
spending could spark an inflationary spiral that
the Federal Reserve would find difficult to control.

Rising prices would erode purchasing power
while higher interest rates to control inflation
would send the cost of borrowing soaring in an
economy already awash in debt amid the coron-
avirus pandemic.

Gopinath noted the “concerns about an over-
heated economy that could push inflation well
above the comfort zone of central bankers.” But
she said “the evidence from the last four decades
makes it unlikely.”  In the decade following the
global financial crisis, US annual inflation barely
cracked the Federal Reserve’s 2 percent target,
and in December the rate was just 1.3 percent.

And Gopinath said the proposed government
aid will push US GDP up five to six percent over
three years, which would recoup the 3.5 percent
contraction in 2020. The IMF has consistently
supported a large US stimulus plan to recover
from the Covid-19-induced recession that has left
millions jobless.

US Treasury Secretary Janet Yel len late
Thursday repeated the administration view that

“the price of doing too little is much higher than
the price of doing something big.” Yellen noted
that inflation has been very low for over a decade,
and while it remains a risk “it’s a risk the Fed and
others have tools to address.”

Market turbulence 
Yellen, l ike US central bank chief Jerome

Powell, who succeeded her in the post, stressed
that true unemployment in the US is close to 10
percent-above the government’s official rate of
6.3 percent last month-and about nine million
people remain unemployed, which she says justi-
fies the size of the government aid. But growing
signs that the economy is coming back to life as
businesses reopen amid an accelerating vaccina-
tion campaign have caused markets to begin to
fret about impending price hikes.

The yield on 10-year Treasury notes, a bench-
mark for inflation expectations, has been rising
sharply since October, and accelerated since the
start of the year to around 1.3 percent, the highest
since before the pandemic. Those fears got a
boost from a spike in the producer price index
(PPI), which showed wholesale inflation surged 1.3
percent in January, the largest since the index was
revamped in December 2009.

But Powell last week brushed off inflation con-
cerns, saying after prices collapsed last year,
some sharp increases are expected but would be
unlikely to last. 

In the current environment, “we want to see
actual inflation,” before the Fed would take any
steps to raise interest rates or roll back the mas-
sive bond-buying program, Powell said. His col-
league John Williams at the Fed’s New York
branch said he was “not really concerned about
stimulus ... right now being excessive.”

He said the central bank is not worried about

Treasury yields and so far is not seeing any signs
of excessive behavior by businesses or house-
holds. Gopinath, the IMF economist,  acknowl-
edged “the danger of market turbulence” due to
temporary price swings, or bad news about new
virus variants.

But she said that in the wake of the crisis “con-
siderable slack remains in the global economy”
which would dampen price pressures, and world-
wide supply chains have largely not suffered dis-
ruptions, removing another potential source of
rising costs. — AFP
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KUWAIT: To enhance financial
awareness across all segments of soci-
ety and as part of the banking sector’s
social responsibility, the Central Bank
of Kuwait-supervised “Be Aware”
Campaign (Diraya in Arabic) intro-
duced a video detailing the different
types of bank cards.

The video addresses the different
types of bank cards and the advan-
tages and facilities that come with
each, for example, ATM, pre-paid, and
credit cards that can be used to pur-
chase goods and services via the
internet and points of sale and to with-
draw cash via ATMs in Kuwait and

abroad. The video goes further, offer-
ing advice on how to avoid bank card
scams, as well as important tips on
using the cards abroad, withdrawal
transactions fees, safe and secure use
of the cards, and avoiding suspicious
transactions. The video also addressed
the key advantages provided by credit
cards, whether the customer opts to
use them in Kuwait or abroad.

In a statement, the CBK stressed
the importance of public campaigns to
raise awareness of customers’ rights,
which the Bank aims to protect
through its instructions to the banking
sector and the measures and precau-

tions it urges. Such campaigns are also
important to support customers with
the boom in electronic payment means
and channels.

“Diraya” is a year-long financial
awareness campaign launched on 26
January 2021. The CBK-supervised
campaign is managed by the Kuwait
Banking Association (KBA) with the

participation of all Kuwaiti banks. The
overall objective is to increase public
awareness of the banking sector’s role
and how customers can use banks’
diverse services most advantageously.

More information on the “Diraya”
campaign and its objectives, as well as
campaign content, is available through
its official website: www.dirayakw.com

French village says 
‘non’ to Musk’s 
space-age Internet
SAINT-SENIER-DE-BEUVRON, France: To
realize his dream of satellite-powered internet,
tech billionaire Elon Musk needs to install
antennas around the world. In northern France, a
village hopes he’ll decide to keep those anten-
nas far away.

Saint-Senier-de-Beuvron, population 350, is
none too thrilled to have been picked as a
ground station for Musk’s Starlink project for
broadband from space.

“This project is totally new. We don’t have
any idea of the impact of these signals,” said
Noemie Brault, a 34-year-old deputy mayor of
the village just 20 kilometers (12 miles) from the
majestic Mont Saint-Michel abbey on the
English Channel. “As a precaution the municipal
council said no,” she explained.

Musk, founder of SpaceX and electric car-
maker Tesla, plans to deploy thousands of satel-
lites to provide fast internet for remote areas
anywhere in the world. It’s a high-stakes battle
he is waging with fellow billionaire Jeff Bezos of
Amazon as well as the London-based start-up
OneWeb.

Antennas on the ground will capture the sig-
nals and relay them to individual user terminals
connected by cable. Starlink’s contractor had
already secured French regulatory approval to
install nine “radomes”-three-meter-tall (10-feet)
globes protecting the antennas-in Saint-Senier,
one of four sites planned for France.  In
December, Saint-Senier issued a decree to
block construction on the field.

But the refusal was based on a technicality,
and the contractor, Sipartech, told AFP that it
plans to refile its request, which the council will
likely be unable to block. — AFP

IMF dismisses inflation concerns 
over massive US stimulus plan

Gopinath’s argument contradicts critics of Biden’s $1.9tn package

WASHINTON, DC: In this file photo, Gita Gopinath, the Chief Economist of the International Monetary Fund, speaks in
Washington, DC. Fears that inflation could spiral out of control due to a massive US stimulus package are overblown, IMF
chief economist Gopinath said on Friday. — AFP

Diraya Campaign releases
video on types of bank cards

Bitcoin goldrush 
sparks fears of 
speculative bubble
LONDON: Bitcoin has enjoyed a record-breaking
week after electric carmaker Tesla and Wall Street
finance giants sparked a goldrush for the world’s
most popular virtual currency, but bubble fears per-
sist. Investors and mega-corporations alike have
been wooed by dizzying growth and the opportuni-
ty for profit and asset diversification.

The unit blasted past $50,000 on Tuesday fol-
lowing a week in which Tesla invested $1.5 billion in
bitcoin and vowed customers could use it to buy
vehicles and both New York bank BNY Mellon and
credit card titan MasterCard announced plans to
support bitcoin.

The cryptocurrency then vaulted higher, top-
ping $52,000 on Wednesday after investment
fund giant BlackRock also confirmed a push into
the booming sector.

Yet this week’s astonishing ascendancy of bitcoin
has sparked renewed fears of a big bubble which
the market had last experienced four years ago.

‘Riding the crypto wave’
US software firm MicroStrategy meanwhile

announced plans on Wednesday to sell convertible
bonds in order to buy more bitcoin, raising eye-
brows in some quarters. “Suddenly it feels like 2017
again when everyone wanted (to) ... ride the crypto
wave,” warned OANDA analyst Craig Erlam.

“If companies’ fundamentals are going to
become closely tied to movements in bitcoin
because they have suddenly become speculators on
the side, we are going to be in bubble territory
before you know it.”

The unit had previously hit the headlines in 2017
after soaring from less than $1,000 in January to

almost $20,000 in December of the same year.
The virtual bubble then burst with bitcoin’s value

then fluctuating wildly before sinking below $5,000
by October 2018. “Bitcoin is an asset that is incredi-
bly volatile and is very risky,” said professor
Matthieu Bouvard at the Toulouse School of
Economics.

“At the same time, we have been saying for ten
years that bitcoin will collapse-but it’s still there,”
he told AFP, adding that the unit’s volatility would
decline as its popularity broadens.

One bitcoin is currently worth five times more
than a year earlier, while the combined value of all
units in global circulation is almost $1.0 trillion.

‘Digital gold’? 
Industry professionals maintain however that

bitcoin is a new and ground-breaking financial
unit of the future. Eric Demuth, chief executive of
cryptocurrency broker Bitpanda, describes bit-
coin as the “new digital gold” that is prized by
investors who seek to diversify assets and guard

against inflation.
“Bitcoin will soon be added to the balance sheet

of central banks,” Demuth told AFP.
A number of central banks have indeed

announced plans for bank-backed digital units, but
are highly skeptical over bitcoin because of its
shadowy nature-and the fact that it remains unreg-
ulated. European Central Bank President Christine
Lagarde declared this month that bitcoin was “not a
currency” and was a “highly speculative” asset
requiring global regulation.

At the same time, Europe represents just ten per-
cent of bitcoin purchases from investment funds,
according to cryptocurrency data provider
ByteTree. US companies have meanwhile been
quicker than their European counterparts to
embrace the unit.

“The difference between the US and Europe in
that regard is the same with pretty much any kind of
adapting to new technology. It always takes just a
bit longer. In the US, they started two years ago,”
noted Demuth. —AFP

Saint-Senier-de-Beuvron, population 350, is none
too thrilled to have been picked as a ground sta-
tion for Elon Musk’s Starlink project for broadband
from space.


