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NEW YORK: Stock markets tumbled, the 
pound crashed against the dollar and oil prices 
slumped Friday on growing recession fears 
after central banks this week ramped up inter-
est rates to fight decades-high inflation.  With 
price rises showing no solid sign of letting up, 
monetary policymakers have gone on the 
offensive, warning that short-term hits to econ-
omies are less painful than the long-term 
effects of not acting. 

The Federal Reserve’s decision Wednesday 
to lift borrowing costs by 0.75 percentage 
point for a third successive meeting was fol-
lowed by a warning that more big rises were in 
the pipeline and that rates would likely come 
down only in 2024. There were similar moves 
by central banks in other countries including 
Britain, Sweden, Norway, Switzerland, the 
Philippines and Indonesia-all pointing to a dark 
outlook for markets. 

Wall Street extended losses Friday, with the 
Dow finishing at its lowest level since 
November 2020, while European equities sank 
in afternoon deals and Asia finished lower. “A 
negative end to the week in Asia, and Europe 
has quickly followed as the prospect of much 
more tightening and a recession weighs on sen-
timent,” said Craig Erlam, analyst at trading 
platform OANDA. 

The British pound tumbled to a 37-year low 
under $1.10 as a tax-cutting budget sparked 
public finance concerns while recession fears 

mounted. “Equity markets are also plunging on 
concerns that this (UK) package could further 
push inflation even higher, and thus make it 
more difficult to bring back down,” said 
Michael Hewson, chief market analyst at CMC 
Markets UK. 

“Sterling is in the firing line as traders are 
turning their backs on all things British. There is 
a creeping feeling the extra government bor-
rowing that is in the pipeline will severely 
weigh on the UK economy,” added David 
Madden, market analyst at Equiti Capital. 

In the eurozone, recession fears deepened 
as data showed its economic activity fell once 
again in September. 

The S&P eurozone PMI dropped to 48.2 in 
September-with a score under 50 representing 
economic contraction. The euro hit a new two-
decade low at $0.9751. 

“A eurozone recession is on the cards as 
companies report worsening business con-
ditions and intensifying price pressures linked 
to soaring energy costs,” said Chris Williamson, 
chief business economist at S&P Global Market 
Intelligence. 

He added that falling UK business activity 
this month indicates that the British economy is 
likely already in recession. Recession fears also 
caused oil prices to fall, with the main US con-
tract, WTI, finishing below $80 a barrel for the 
first time in seven months. 

Traders were keeping a close eye as well on 

developments following the Japanese finance 
ministry’s intervention to support the yen, after 
it hit a new 24-year low of 146 against the dol-
lar. The first such intervention since 1998 
helped strengthen the yen but it remained 

above 140. Analysts warned the move was 
unlikely to have much long-term impact and the 
yen remained vulnerable owing to the Bank of 
Japan’s refusal to tighten policy-citing a need 
to boost the economy. —AFP

World markets plunge on  
growing recession fears

Eurozone recession on the cards as firms report worsening business conditions

HONG KONG: A man walks past an electronic sign showing numbers of the Hang Seng index, which fell to a decade 
low of as much as 2.6 percent, in Hong Kong. —AFP

US oil contract WTI  
falls below $80  
on recession fears 

 
LONDON: The main US oil contract tum-
bled below $80 a barrel on Friday-the lowest 
point since January-over fears of a global 
recession and a rising greenback. 

Around 1305 GMT, WTI was down 4.19 
percent to $79.99 per barrel. The interna-
tional benchmark, Brent North Sea crude, 
shed 3.59 percent to $87.21. 

The West Texas Intermediate Crude Oil 
market fell hard during the trading week, 
especially on Friday. We pierced the $80 
level, an area that obviously has a certain 
amount of psychology attached to it, but it’s 
also an area that a lot of people will be pay-
ing close attention to as it is where the 
Americans suggested they were going to 
start buying crude oil for the Strategic 
Petroleum Reserve.  

They are down to levels not seen since the 
1970s, so they definitely will be a buyer in 
the market. Nonetheless, there is no real 
organic demand around the world as global 
economy concerns continue. I still like fading 
rallies and think that we could go down to 
the $75 level in the next couple of weeks. 
Brent looks very much the same, piercing the 
$88 level.  

US petroleum inventories including the 
strategic petroleum reserve have depleted to 
the lowest seasonal level since 2008. US 
shale producers, who supplied almost all the 
increase in global crude production between 
2010 to 2019, are now opting to limit growth 
to enjoy higher profits. 

As a result, spare global production 
capacity has shrunk and is equivalent to just 
1.5 percent of global consumption, according 
to Saudi ARAMCO. Unless and until some of 
these shock absorbers are rebuilt to more 
comfortable levels, oil prices are likely to 
remain high and on an upward trend. Based 

on experience, however, inventories and 
spare capacity will only rise when the global 
economy enters a period of sub-trend 
growth or an outright recession. 

Profit-maximizing enterprises do not 
intentionally invest in higher oil inventories 
or spare production capacity. Instead, oil 
stocks and spare capacity increase uninten-
tionally when consumption proves lower than 
anticipated because the business cycle sud-
denly slows. Large increases in stocks of 
crude and fuels occurred as a result of 
recessions in 2001/02, 2008/09 and 2020, 
and mid-cycle slowdowns in 1997/98 and 
2014/15. 

There is no counter-case where inven-
tories have risen significantly while business 
activity has continued expanding rapidly. 
Inventories rise when and only when the 
business cycle slows unexpectedly, and the 
same is true about production capacity. 
Severe recessions leave permanent impacts 
on oil production and consumption and tem-
porarily result in spare capacity in their 
aftermath. 

Recessions in 1974, 1980, 2008 and 2020 
all left oil production and consumption on a 
permanently lower trajectory than before. In 
the first instance, the recessions induced a 
larger and faster fall in consumption than 
production, causing inventories to accumu-
late and resulting spare capacity. —Agencies

Little room for  
maneuver in oil  
markets: ADNOC 

 
NEW YORK: Abu Dhabi National Oil Co 
(ADNOC) Chief Executive Sultan Al-Jaber said 
there was little room to maneuver in oil markets 
that may face further disruption with minimal 
spare capacity, according to reports. 

Speaking at an event in New York, Jaber is 
reported to have warned that underinvestment 
in the current energy sector before alternative 
sources of supply were ready was a recipe for 
disaster, not progress. 

“If people’s basic energy needs are not met, 
economic development slows down, and so 
does climate action,” Jaber said. “If we under-
invest in the energy system of today before the 
energy system of tomorrow is ready, we will 
only make matters worse.” 

Jaber put spare oil capacity at less than 
2  percent  o f  g loba l  consumpt ion . The 
Organization of the Petroleum Exporting 
C o u n t r i e s  a n d  a l l i e s  l e d  by  R u s s i a ,  a 
group known as OPEC+, has been warn-
ing since August that the spare capacity 

cushion was thin. 
Saudi Arabia and the United Arab Emirates 

are believed to hold the bulk of that spare 
capacity within the alliance, and are the only 
two members with the ability to increase pro-
duction in a meaningful way. On Thursday 
Jaber also warned of a wide funding gap 
between investment in renewables and the por-
tion of those funds dedicated to zero-carbon 
energies that can transition heavy industry, 
manufacturing, construction and agriculture. 

“As global energy demand continues to 
increase, we need to collectively and quickly 
decarbonize the existing energy sources that 
the world still relies on,” Jaber, who is also the 
UAE’s Special Envoy for Climate Change, said. 
“We are a global energy player and fully com-
mitted to the energy transition,” he said.  —AFP

Credit Suisse  
shares sink  
to record low  

 
GENEVA: Shares of Credit Suisse plunged to a 
record low on Friday over reports about a mas-
sive revamp after a spate of scandals. Shares 
sank as much as nine percent before paring back 
some losses to trade at 4.23 Swiss francs ($4.32). 

On Thursday, the Financial Times reported 
that Credit Suisse was planning to split its 
investment bank in three to prevent a capital 
rise. There was also speculation suggesting that 
Switzerland’s second bank was looking to raise 
capital. A bank spokesperson rejected other 

reports that Credit Suisse was planning to exit 
the US market. 

“Any reporting that suggests otherwise is 
categorically false and completely unfounded,” 
the spokesperson told AFP in an email. 

Credit Suisse refused to comment on the 
other rumors, saying: “We have said we will 
update on progress on our comprehensive 
strategy review when we announce our third 
quarter earnings; it would be premature to com-
ment on any potential outcomes before then.” 

Ulrich Koerner took over as Credit Suisse’s 
chief executive at the start of August with the 
mammoth task of revitalizing it. The bank was 
rocked by the collapse of the British financial 
firm Greensill, in which some $10 billion had 
been committed through four funds, and then by 
the implosion of the US fund Archegos, which 
cost it more than $5 billion. —AFP 




