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Taiwan lawmakers double stimulus
cap as virus batters economy

Lawmakers in Taipei doubled
the amount of stimulus available
to cushion the economy from the
pandemic, after Taiwan’s worst
outbreak so far shuttered stores
and forced curbs on social gatherings.
The cap on spending was lifted to NT$840 billion ($30.4 billion) from NT$420 billion, with
most of the existing funds having
already been spent or earmarked.
Lawmakers also extended the duration the financial support measures are available by a year to
the end of June 2022.
The action comes just weeks
after the cabinet proposed a hike,

and underscores growing concerns
that the soft lockdown will crimp
retail spending and potentially
affect operations for exporters.
Taiwan has gone from having fewer than 100 local cases at the end
of April to almost 7,000 domestic
infections, and there are fears a
hard lockdown may await.
The new budget includes provisions allowing individuals such
as tour guides, taxi drivers and tour
bus drivers to apply for support
of up to NT$30,000, according to
the Central News Agency.
Companies affected by the
pandemic can apply for subsidies
covering part of their employees’

salaries.
Taiwan was one of the world’s
only major economies to grow last
year, after it avoided going into
lockdown and was strongly supported by booming demand for
semiconductors, an area in which
it’s a world leader.
Previous stimulus efforts were
focused on boosting retail spending and helping hotels cope as the
government shut the door to foreign tourists.
By the end of 2020, more than
98% of Taiwan’s 23.5 million
people had obtained stimulus
vouchers from the government.
The program was designed so that

Iran’s central bank chief dismissed
for running for president

Tehran, Iran – President Hassan Rouhani has dismissed Iran’s
central bank chief, Abdolnasser
Hemmati, for becoming a presidential candidate in the June 18
election.
The cabinet said in a statement on Sunday that Hemmati had
been dismissed as his candidacy
“prevents him from having
enough presence at the central
bank and performing the vital duties and responsibilities of the
governor in the sensitive areas of
money and foreign currencies”.
The cabinet voted to replace
Hemmati with his deputy, Akbar
Komijani, who also replaced
Hemmati in an economic meeting
chaired by Rouhani on Sunday.
Komijani has been deputy
governor for the past seven years,
and has about two decades of experience in the central bank.
Had he not been sacked, Hemmati would have led the central
bank until 2023, after which his
governorship could be extended
for another five-year term.
Ebrahim Raisi, considered by
far the frontrunner in the elections, remains in his post as the

head of the judiciary.
A veteran of Iran’s banking
and insurance sectors and a former
journalist with state television,
Hemmati took the helm of the central bank in July 2018 at a tumultuous time when Iran’s currency,
the rial, had already taken a major
hit.
The rial was in freefall as thenUnited States President Donald
Trump had abandoned Iran’s 2015
nuclear deal with world powers
in the previous May, imposing
harsh unilateral sanctions.
Hemmati’s predecessor, Valiollah Seif, became the target of
judicial probes and several of his
deputies were arrested. A top
prosecutor said earlier this month
that an indictment has been issued
against Seif for “wasting” more
than $30bn and 60 tonnes of gold
reserves.
But the rial continued its
steep devaluation under Hemmati,
and hit a nadir of 320,000 against
the US dollar in the open market
in October 2020, while it changed
hands for less than 40,000 per
greenback before the Trump administration’s “maximum pres-

sure” campaign on Iran.
The beleaguered currency has
since partially recovered and had
strengthened to a rate of about
210,000 per dollar last month as
talks in Vienna to restore the nuclear deal and lift US sanctions
continue. But it has since devalued again, and reached 240,000 to
the US dollar on Sunday.
Iran’s central bank suffers
from an acute lack of independence
from the government, and excessive money printing has been one
of the top factors contributing to
rampant inflation in the past four
decades.
Legislation to boost the regulator’s independence has lagged in
several parliaments for more than
10 years.
In this climate, presidential
candidate Hemmati has been trying to push back against a narrative by critics who say he is one
of the main authorities responsible for current economic difficulties that include inflation of more
than 40 percent.
He said earlier this week he
has risked his reputation to change
longstanding exchange and monetary policies, and said the economic situation could be much
worse if not for him standing up
to those who wished to maintain
the status quo.
In an election that is expected
to have low voter turnout amid
public disillusionment, the candidate has also said wishes to be the
voice of the “silent majority”.
Hemmati was among those to
oppose a controversial policy initiated by the Rouhani administration in 2018 to set an artificial rate
of 42,000 rials to the dollar to
forcefully “unify” the country’s
multiple exchange rates.
aljazeera

TUESDAY-JUNE 01, 2021

Turkish economy likely outperformed
most peers but at a cost
Turkey’s economy has continued to grow at a strong pace so
far this year, but that doesn’t necessarily mean its citizens are getting richer.
The $717 billion economy
likely outperformed all Group of
20 nations except for China in the
first quarter after nearly stalling a
year ago when the pandemic
struck. It’s been bolstered by robust consumption on the back of
last year’s government-led credit
push, an expansion that came at
the expense of price and currency
stability.
Data on Monday is likely to
show gross domestic product rose
6.3% from a year earlier and 1.3%
from the fourth quarter, according to the medians of forecasts in
Bloomberg surveys. Treasury and
Finance Minister Lutfi Elvan said
Thursday that “data point to 6%
growth in the first quarter.”
There is an “exchange rate illusion” in Turkey’s economic
growth data, according to Enver

Erkan, chief economist at Istanbul-based Tera Yatirim, who’s
ranked by Bloomberg as the most
accurate forecaster on Turkish
GDP data.
Noting that the GDP per capita in U.S. dollar terms dropped
nearly 40% since 2013 to around
$7,700 last year, Erkan said Turkey’s recent economic model isn’t
sustainable as the growth is mainly driven by consumption supported by government spending
and loan campaigns.
“This comes at the expense
of lira and price stability,” he said.
The government pushed
banks to ramp up lending to help
businesses and consumers ride out
last year’s Covid-19 emergency.
The credit boom was coupled with
a front-loaded easing cycle that
helped prime the economy. That
growth push weakened the currency by 20% last year and kept
headline inflation in double digits.
The size of the economy dropped
to $717 billion last year from

$760.8 billion a year earlier.
The currency further lost
10% against the dollar in the first
quarter, especially after President
Recep Tayyip Erdogan fired the
central bank’s former hawkish
governor Naci Agbal in March.
The decision to fire Agbal, who
had sought to restore the central
bank’s credibility, set off a swift
reversal of investor enthusiasm,
sending Turkish markets into a
nosedive.
The data expose the challenge
facing new central bank Governor
Sahap Kavcioglu as he looks to
restore price stability without
cooling the economy ahead of the
general elections in 2023.
Kavcioglu has pledged policy
continuity after his appointment
and kept benchmark interest rate
unchanged at 19% for a second
meeting this month, saying the
pace of price gains had peaked in
April. Consumer inflation quickened for a seventh month to
17.14% in April.

the vouchers had to be spent, not
saved, and was accompanied by
subsidies for hotel accommodation to boost domestic tourism.
Gross domestic product rose
8.16% in the first quarter, helped
by factory output and surging export growth, with the government
predicting a full-year expansion of
4.64%.
But the National Development Council warned earlier this
month that the current outbreak’s
impact on the pace of growth
could range from 0.16 to 0.53 percentage points, depending on how
long restrictions last.

Asian markets
fall after disappointing economic data
from Japan,
China
BEIJING — Major Asian
stock markets fell Monday after Japan reported weakerthan-expected growth in factory output and Chinese manufacturing growth was flat.
Benchmarks in Shanghai,
Tokyo and Hong Kong retreated while Seoul swung between
small gains and losses.
On Wall Street, the benchmark S&P 500 index ended last
week higher for a monthly gain
in May of 0.5%.
Investors are wavering between optimism about consumer spending and factory output
reviving and unease that rising
inflation pressure might prompt
governments and central banks
to withdraw stimulus.
“It still feels like a market
looking for direction in the face
of uncertainty,” said Patrik
Schowitz of JP Morgan Asset
Management in a report.
The Shanghai Composite
Index SHCOMP, -0.16% lost
0.2% after an industry group
and the national statistics agency reported manufacturing activity held steady in May, adding to signs a rebound is leveling off.
The Nikkei 225 NIK, 1.14% in Tokyo tumbled 1%
after May retail sales fell 4.5%
from the previous month and
factory output rose above prepandemic levels for the first
time but growth of 2.5% was
lower than expected.
The Hang Seng HSI, -0.49%
in Hong Kong lost 0.5% while
the Kospi 180721, +0.09% in
Seoul edged down 0.1%.

There is no rhythm in Australia’s economy,
just uncertainty mixed with hope
This Wednesday the latest
GDP figures will be released
marking a year since the economy began its sharp fall into a
recession. In all likelihood the
latest figures will show we are
back (or nearly so) to where we
were before the pandemic hit.
But as nice as that would be,
the numbers will only highlight how far the recovery still
has to go.
The figures for the March
quarter this year should be
pretty good. The past two
quarters saw the economic
production in Australia grow
by more than 3% - the first time
that has happened over consecutive quarters. Of course it
came off the back of a 7% fall
in the June quarter last year,
which was more than three
times the biggest one quarter
drop ever experienced. But if
the economy in the first three
months of this year grew by
1.1% we will be back to where
we were at the end of 2019. If
that happens it will suggest a
couple things. Firstly, because
it will still be a historically large
jump (the sixth biggest jump of
the past decade), it will mean
we are still very much dealing
with the impacts of Covid.
As the most recent job
numbers out earlier this week
showed, most of the private
sector is still employing fewer
people than it was prior to the
pandemic. But despite this we
are still seeing bizarre jumps in
retail sales, and unusually large
falls in unemployment and underemployment.
Usually economies don’t
bounce up and down – think
more container ship than
speedboat. And like a container ship crashing into the Suez

canal, things stop quickly and
then when finally freed, everything goes as fast as possible
to make up for lost time until
eventually things settle back
into a rhythm.
There is no rhythm in the
economy at the moment; but
lots of uncertainty mixed with
hope.
Secondly, should the
March figures show GDP is
back to the size it was before
the pandemic hit, that will not
mean, despite what will likely
be trumpeted should it happen, that we have recovered.
Historically, yes, it would
be a quick return to pre-recession levels. The 1990s recession took seven quarters and
the 1980s recession took a full
two years to rebound, but that
doesn’t tell us about the size
of the hole.
But we must remember that
getting back to level is not a
recovery – because the economy is expected to grow.
If on Wednesday we find
Australia’s economy is back to
the size it was at the end of
2019, we will still be nearly 3%
behind where we would have
expected to be given growth
over the past decade.
And it would mean we
would have lost nearly 6% of
expected production and consumption over the past year.
That is a massive hole that
will likely never be filled.
It’s why focusing on one
quarter misses so much because it ignores what has happened in the past.
If you own a business, having a good three months now
doesn’t mean the debt you incurred a year ago is gone; nor
do the staff you let go get back

all the pay they lost because
now they have a job again.
It’s why last year the quasi
job guarantee, jobkeeper, was
so important.
Recessions are tough to
get out of because people’s
incomes drop, and recovering
from that is not just a case of
getting a job back, it means
also accounting for the lost
income incurred while you
were out of a job.
Jobkeeper kept households spending and business
turnover continuing during
lockdowns.
However, as we are seeing
right now in Victoria, the lockdowns are still happening. But
jobkeeper is not.
That will likely make this
week the costliest lockdown of
the past year – lots of lost
shifts with no income.
That of course won’t affect
the GDP figures out this week
but points to the reality that
not only is there still a big hole
of lost income and production
from the past to fill, the future
remains precarious.
And it is also why when
the GDP figures come out on
Wednesday it will be far too
soon to raise the mission accomplished banners.
We believe everyone deserves access to information
that’s grounded in science and
truth, and analysis rooted in
authority and integrity.
That’s why we made a different choice: to keep our reporting open for all readers, regardless of where they live or
what they can afford to pay.
This means more people
can be better informed, united, and inspired to take meaningful action.

