
WASHINGTON: The US economic recovery is
showing signs of progress, but the Federal Reserve
said Wednesday it is not yet ready to end the easy
money policies it implemented as the pandemic
began last year. Widespread vaccinations have
helped boost business activity and employment,
though the sectors hardest hit by the COVID-19
pandemic “have shown improvement but have not
fully recovered,” the Fed’s policy-setting Federal
Open Market Committee (FOMC) announced fol-
lowing its two-day meeting.

The US central bank cut its benchmark lending
rate to zero at the start of the COVID-19 pandemic
and implemented a massive bond-buying program
aimed at providing liquidity to help the world’s
largest economy weather the damage. The FOMC
cautioned that “risks to the economic outlook re-
main” and again pledged to keep those policies in
place until it sees “substantial further progress” on
its maximum employment and inflation targets.

While the US economy has recovered millions
of jobs and brought the unemployment rate down,
it also has seen inflation surge. Fed Chair Jerome
Powell again tried to tamp down concerns about
the price spikes he described as mostly temporary
and limited to certain sectors.

“The process of reopening the economy is un-

precedented, as was the shutdown at the onset of
the pandemic,” Powell said. 

Inflation could be persistent 
Central bankers met during an uncertain mo-

ment for the world’s largest economy. The fast-
spreading Delta variant of COVID-19 has
prompted some parts of the United States to reim-
pose mask-wearing rules and sparked worries it

could undermine the recovery. Speaking to re-
porters after the policy meeting, Powell was alter-
nately upbeat and cautious, but seemed untroubled
by the impact of rising infections on the economy.

However he acknowledged that inflation has al-
ready risen well above the Fed’s two-percent goal-
the annual consumer price index (CPI) hit 5.4
percent in June, the highest since August 2008 —
and recognized inflation could continue higher. “As
the reopening continues, other constraints could
continue to limit how quickly supply can adjust,
raising the possibility that inflation could turn out
to be higher and more persistent than we expect.”

Powell said the price increases are not wide-
spread and largely the result supply bottlenecks
such as the semiconductor shortage that has hit the
auto industry. “We think that some of it will fall
away naturally as the process of reopening the
economy moves through. It could take some time.”

Still, the central bank will be ready to act if
needed to bring prices under control. “If inflation
expectations were to move up, we would use our
tools to guide inflation back down to two percent,”
Powell said. 

Taper timing 
The central bank has committed to allowing in-

flation to exceed its two-percent target for some
time to allow the economy to return to full employ-
ment in the wake of the COVID-19 damage. The
economy is on track for a “very strong labor mar-
ket” and “it shouldn’t take that long-in macroeco-
nomic time-to get there,” Powell said. He said he
wants to see more strong employment gains and it
is too soon to talk about raising the Fed’s bench-
mark borrowing rate.

But committee members are looking at when to
take the first step to pare back its bond-buying
program. The Fed currently is buying at least $80
billion a month in Treasury debt and at least $40
billion in agency mortgage-backed securities. Pow-
ell has pledged to give advance warning before
making any changes to the asset purchases, but
gave few hints on when that might happen.

“There’s a range of views on what timing will be
appropriate,” he said. “No decisions were made.”

Many analysts had expected him to lay out a
roadmap at the annual central banking conference
in Jackson Hole, Wyoming in late August, but he
declined to commit to that.

Diane Swonk of Grant Thornton noted the
statement “suggests that committee members have
decided to wait until at least September to make a
decision on a tapering.” —AFP 
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US economy showing progress 
but ‘not fully recovered’: Fed

FOMC cautions ‘risks to the economic outlook remain’

WASHINGTON: In this file photo, US Federal Reserve Chair-
man Jerome Powell testifies before a Senate Banking, Hous-
ing and Urban Affairs Committee hearing, on Capitol Hill in
Washington, DC. — AFP

HELSINKI: Network equipment maker Nokia re-
vised up its 2021 outlook yesterday as it posted an
almost four-fold increase in profits for the second
quarter. The Finnish telecoms giant announced a
net profit of 344 million euros ($408 million) for
April-June, up from 94 million one year previously.

“We were expecting quite good results but
these were still way better, a very strong second
quarter,” Atte Riikola, analyst at Inderes, told AFP.
A 4.3 percent increase in revenue to 5.3 billion
euros outstripped analysts’ expectations of 5.15
billion according to FactSet. “Considering our ro-
bust start to 2021, we are revising upwards our full
year outlook,” CEO Pekka Lundmark said in a
statement.

“We have executed faster than planned on our
strategy in the first half,” Lundmark added.

Nokia’s projection for comparable operating
margin in 2021 were increased to 10-12 percent,
from 7-10 percent, while estimated full-year net
sales were adjusted upwards by almost a billion
euros to 21.7-22.7 billion. Yesterday’s results come
one year after Lundmark took the helm of the com-
pany, promising to turn around the fortunes of the
group which was flagging in the tough three-way
race to dominate the 5G infrastructure market,
squaring off against Sweden’s Ericsson and China’s
Huawei. Lundmark’s restructuring program has in-
volved streamlining Nokia’s structure and an-
nouncing the loss of up to 10,000 jobs worldwide
within two years, up to 11 percent of the workforce.

Nokia’s share price rose 8.5 percent to 5.37
euros shortly after opening on the Helsinki stock

exchange, its highest value in over two years. “The
trust in Nokia’s turnaround is coming back and in-
vestors are believing in the story again, that’s visi-
ble in the share price,” Riikola said.

Lundmark has repeatedly pledged that Nokia
will do “whatever it takes to win at 5G” and make
up ground lost in the early stages of the rollout of
the network infrastructure, when the company’s
technology was widely considered less competitive
than that of Huawei and Ericsson. Nokia notably
failed to gain a foothold in China, but this month
was awarded a 4 percent share in a tender for
China Mobile. “The China market is enormously
competitive and we take this award as a testimony
and proof that our technological competitiveness
in 5G has significantly increased,” Lundmark told
reporters yesterday. “The geopolitical situation is
quite helpful for Nokia,” analyst Riikola told AFP,
with rival Huawei facing sanctions in Europe and
North America, and Sweden’s Ericsson also facing
reciprocal restrictions in China.—AFP

Global stocks
boosted by bright
earnings and 
Fed outlook
NEW YORK: World equity markets climbed
yesterday as the COVID recovery brightened on
upbeat corporate earnings and the Federal Re-
serve’s latest economic outlook, dealers said.
London stocks jumped 0.9 percent on a barrage
of positive company results, including from
COVID vaccine maker AstraZeneca, energy
major Shell, bank giant Lloyds and defense firm
BAE Systems.

Frankfurt added 0.4 percent and Paris won 0.7
percent, boosted respectively by the latest num-
bers from German carmaker Volkswagen and
French oil titan TotalEnergies. “We are seeing
modest gains so far. Earnings remain very prom-
ising,” OANDA analyst Craig Erlam told AFP.

Markets won a shot in the arm as British phar-
maceuticals giant AstraZeneca revealed its
COVID vaccine generated $1.2 billion (1.0 billion
euros) in sales in the first half of the year. The
news came one day after US drugmaker Pfizer
lifted its annual revenue and profit projections on
surging demand for its rival COVID-19 vaccine.
The oil sector was energized by news that both
Shell and Total rebounded back into profit in the
second quarter of 2021, boosted by the crude
market’s recovery from virus turmoil.

Investors were meanwhile awaiting the latest

US tech earnings from online behemoth Ama-
zon, which soared in popularity during the pan-
demic due to spiking demand from
locked-down populations.

Recovery on track: Fed 
Asian and European equities also advanced

after the Fed acknowledged the US economic re-
covery was well on track-but added that it would
not taper monetary policy just yet. The US central
bank said the pandemic recovery was progress-
ing well but it was still too early to take away the
ultra-loose policies that have helped nurse the
economy back to health. “The Fed gave a bal-
anced performance on Wednesday that has just
about satisfied the markets without getting in-
vestors too excited,” noted Erlam.

“All things considered, the markets look in a
decent position going into an uncertain period as
a result of the Delta surge.” The US central bank
has said it will maintain its massive bond-buying
and record low interest rate scheme for as long
as it takes to tame unemployment and keep infla-
tion running hot for an extended period.

Traders were cheered by progress in Wash-
ington on President Joe Biden’s trillion-dollar in-
frastructure bill, which he has said could
“transform America” and add to vast amounts of
stimulus already pumped into the world’s top
economy. The developments overshadowed con-
cerns about the spread of the Delta coronavirus
variant that is sending infection rates spiking in
several countries-including those with high vac-
cination rates-and forcing some governments to
impose lockdowns or other containment meas-
ures. Back in Asia, Hong Kong was lifted after
China sought to reassure investors over its latest
regulatory crackdown. —AFP

Nokia beats expectations 
with strong second quarter


