
WASHINGTON: US economic growth “downshifted slightly” in
July and August amid shortages of workers and materials, as well
as concerns about the rise of the highly transmissible Delta variant
of the virus that causes COVID-19, the Federal Reserve said
Wednesday. And while those shortages also caused rising wages
and prices in some areas, the report of a slower recovery could
add weight to the argument that the central bank should hold off
on plans to withdraw stimulus to the world’s largest economy.

The nationwide surge in coronavirus infections has led to the
reimposition of some restrictions and mask-wearing rules, and
delayed the return to the office for some businesses. In its “beige
book” report on the economy, the Fed said the recent growth
slowdown was largely due to “a pullback in dining out, travel and
tourism in most districts, reflecting safety concerns due to the rise
of the Delta variant.”

But activity declined in some areas of the country due to labor
issues and “pervasive resource shortages” that also were driving
up prices, the report said. With inflation picking up and progress
made on restoring jobs lost during the pandemic, Federal Reserve
Chair Jerome Powell has signaled the central bank expects to
begin to pull back on its massive bond-buying program by the
end of the year. However, he acknowledged that the Delta variant

has introduced uncertainty about the course of the recovery.

Price pressures
In a speech Wednesday, the president of the Fed’s New York

branch, John Williams, cautioned that “a full recovery from the
pandemic will take quite some time to complete.” He also echoed
Powell’s position that the recent spike in inflation is mostly due to
temporary issues and the rate should drop back to around two
percent next year from double that currently.

However, “there is still a great deal of uncertainty about the
inflation outlook,” Williams said. A sustained rise in inflation is
a concern for the White House, which on Wednesday an-
nounced an initiative to contain rising meat prices. Linking con-
solidation in the meat industry to food price increases that have
contributed to overall inflation, the White House said it would
invest $1.4 billion into the food supply chain aimed at small
businesses, as well as crack down on price fixing and antitrust
violations in meat processing.

‘Extensive’ labor shortages
The Fed report noted that sales of autos and homes in the

United States were depressed by low inventory, while retail

sales growth slowed, but construction rose modestly. The analy-
sis, prepared in advance of the Fed’s next policy meeting on
September 21-22, said contacts in most districts “remained op-
timistic about near-term prospects, though there continued to
be widespread concern about ongoing supply disruptions and
resource shortages.”

The rapid reopening of businesses following the pandemic
shutdowns has posed a challenge for global shipping and produc-
tion of raw materials, including a worldwide semiconductor crunch
that has hit the auto sector. Likewise, strong demand for workers
has kept employment rising overall, but the pace has been slowed
in all districts by “extensive labor shortages that were constraining
employment and, in many cases, impeding business activity.”

The Fed cited “early retirements (especially in health care),
child care needs... and enhanced unemployment benefits” as
factors contributing to the difficulty in filling open positions,
as well as rising wages in some regions. The government em-
ployment report Friday showed a disappointing 235,000 jobs
were added in August, even as the jobless rate fell to a pan-
demic low of 5.2 percent. “I cannot stress enough that we still
have a long way to go to get back to our maximum employment
goal,” Williams said. — AFP 
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US economic growth ‘downshifted’ 
amid labor and supply shortages

Sales of autos, homes depressed by low inventory

Mix of curiosity, concern, as
El Salvador adopts bitcoin 
SAN SALVADOR: Salvadorans queued Wednesday at some of
the dozens of bitcoin teller machines erected around the country
that has made history by adopting a cryptocurrency as legal ten-
der. Some were driven by curiosity, others were hopeful the new
“Chivo” digital wallet will make it easier-and cheaper-to receive
remittances from abroad. 

Some were drawn by the $30 sign-up bonus. Many did not
know what a cyber currency even is. “I wanted to see how it is,
what it is... They said there will be an account, a wallet,” said Al-
varo Garcia, 47, who works as a goods loader at a market. “Thank
God they are giving us these $30... I hope this will be a good thing
and that we will benefit,” he said of the government’s controversial
experiment.

On Tuesday, the country of 6.6 million people became the first
to adopt bitcoin as legal tender alongside the US dollar, which
has been the official currency for two decades. The rollout met
with difficulties on day one, as the Chivo application crashed and
bitcoin lost some 17 percent of its value at one point. Garcia was
one of dozens to queue at a Chivo ATM in the historical center
of San Salvador, where an official helped him download the app
onto his cellphone. The machines will allow users to deposit or
withdraw cash, in dollars, and make bitcoin transfers. In the Sal-
vadoran dialect, Chivo means “cool.”

‘Financial inclusion’ 
The digital wallet will only be available to people with a Sal-

vadoran ID document-whether at home or abroad. The govern-
ment says the project will give many Salvadorans access to bank
services for the first time, and hopes it will shave millions off com-
missions on remittances, which account for more than a fifth of
the country’s GDP. 

According to Economy Minister Maria Luisa Hayem, making
payments or transfers with the Chivo wallet will incur no fees.
“This is important for financial inclusion,” she said. Marni Munoz
has a sister in Houston-one of an estimated three million Salvado-

rans abroad, mainly in the United States. “She sends me $300, we
pay R30” in agency fees, she said. “We hope that with bitcoin, we
will not have to pay all that.”

On top of the $30 bonus she received from the government,
Munoz deposited another $20 worth of bitcoin into her brand
new cyber wallet, and said she plans to keep a close eye on the
currency’s value fluctuations. “At least I want to learn, I don’t want
to be left behind,” added 64-year-old retiree Miguel Angel
Vasquez. “There are very negative people and they don’t want to
accept new technologies. This country is small but this (initiative)
is global,” he told AFP in the capital.

‘I want a dollar’ 
Some, like 33-year-old Franklin Saravia, are already depositing

their earnings in the new Chivo wallet. He has an online business,
selling tech equipment. “I’ve just deposited $100 to stand a
chance at making a profit on bitcoin,” he said. “I’m betting $100
on this new option... that plus the $30 from the government.” Ex-
perts and regulators have highlighted concerns about the cryp-
tocurrency’s notorious volatility, its potential impact on price
inflation in a country with high poverty and unemployment, and
the lack of protection for users. —AFP 

EL ZONTE: A woman buys in a store that accepts bitcoins in El Zonte,
La Libertad, El Salvador. — AFP 

Bitcoin: How will it 
work in El Salvador?
SAN SALVADOR: El Salvador on Tuesday became the first
country to use bitcoin as legal tender, alongside the US dollar.
But how will it work? A few pointers to President Nayib Bukele’s
currency experiment:

What is cryptocurrency?
Cryptocurrencies are digital currencies that can be used to pay

for goods and services. The first was bitcoin, created in 2009,
which uses so-called blockchain technology to secure and record
each transaction. Cryptocurrencies, of which there are thousands
currently, are not regulated by any central bank, and the price -
often volatile - is determined by market factors. Bitcoin started off
valued at cents to the dollar, and is now trading at around $46,000
- down from an all-time high of more than $63,000 in April.

‘Chivo’ digital wallet work?
Bitcoins are loaded onto digital wallets and accessed via a mo-

bile app. In El Salvador, the wallet is called “Chivo,” which translates
as “cool” in the local dialect. To download the Chivo wallet, one
needs a Salvadoran ID document. Users can configure Chivo to
make payments either in bitcoin or their dollar equivalent. To draw
or deposit cash (in dollars), the government has erected 200 Chivo
automatic teller machines countrywide. To pay for goods and serv-
ices, both the buyer and seller must have the electronic app.

Is it obligatory to use bitcoin? 
Under a law pushed by Bukele and passed within 24 hours by

his parliamentary majority in June, “any economic agent must ac-
cept bitcoin as a form of payment when it is offered by the person
who acquires a good or service.” But if a vendor prefers to re-
ceive dollars as online payment, the Chivo user can make an on-
the-spot conversion when paying via the app. Consumers will not
be under any obligation to switch to bitcoin, although those who
do will receive a one-off incentive equivalent to $30 in their wallet
from the government. —AFP 


