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WASHINGTON/NEW YORK — The Interna-
tional Monetary Fund (IMF) warned on Tues-
day of a disorderly repricing in markets, saying 
global financial stability risks have increased, 
raising the risks of contagion and spillovers of 
stress between markets.

The IMF said that “storm clouds” are 
looming over the global economy, including 
persistent inflation, a slowdown in China and 
ongoing stresses from Russia’s invasion of 
Ukraine which have driven up the risk of a 
severe downturn to levels not seen since the 
onset of the COVID-19 pandemic.

“It’s difficult to think of a time where un-
certainty was so high,” said Tobias Adrian, 
director of the IMF’s Monetary and Capital 
Markets Department. “We have to go back de-
cades to see so much conflict in the world, and 
at the same time inflation is extremely high.”

The combination of high inflation with 
central bank policy uncertainty “creates this 
environment of really high risk and volatil-
ity,” he said.

“When risk is high, correlations are high,” 
Mr. Adrian said. “So spillovers and contagion, 
(are) at a higher level in these times of high 
uncertainty.”

In its latest Global Financial Stability Re-
port, the IMF warned that global financial 
stability risks had increased since the April 
2022 edition, leaving the balance of risks “sig-
nificantly skewed” to the downside.

“The global environment is fragile with 
storm clouds on the horizon,” the report stated.

Lingering market vulnerabilities, tight-
ening liquidity, stubborn inflation and ongo-
ing efforts by central banks worldwide to 
raise rates to combat it have combined to 
create a volatile and risky environment, the 
report stated.

“With investors aggressively pulling back 
from risk-taking recently as they reassess 
their economic and policy outlook, there is a 
danger of a disorderly repricing of risk,” the 
report stated. “In particular, volatility and 
a sudden tightening in financial conditions 
could interact with, and be amplified by, pre-
existing financial vulnerabilities.”

Markets have had a brutal year with the 
S&P 500  down 24% so far this year while 
global bonds entered a bear market and the 
dollar is around a two-decade high — causing 
problems for the rest of the world.

In particular, the IMF warned that any 
sharp downturn would be acutely felt by 
emerging market economies, where they are 
grappling with a “multitude of risks” like high 
borrowing costs, high inflation, and volatile 

commodity markets. The IMF also cautioned 
that credit spreads have widened substantially 
in the corporate sector, and higher rates could 
adversely impact housing markets.

In China, the property sector downturn 
has already deepened, and failures of property 
developers could spill over into the banking 
sector, the IMF cautioned.

While banks in advanced economies seem 
to have sufficient capital and liquidity, the 
IMF noted that in its global bank stress test, 
up to 29% of emerging market banks would 
breach their capital requirements in a severe 
global recession, leading to a capital shortfall 
of over $200 billion. US banks will report 
third-quarter earnings starting this week and 
are expected to show weaker profits.

“It’s certainly possible that in an adverse 
scenario there could be stress on individual 
institutions,” said the IMF’s Mr. Adrian. “Even 
in the bank stress test that uses a globally 
consistent scenario, we find banks are broadly 
safe but it doesn’t mean every bank is resilient 
under every scenario.”

Credit Suisse has been the center of global 
attention as speculation about the bank’s fu-
ture gathered pace on social media earlier this 
month amid anticipation it may need to raise 
billions of francs in fresh capital, sending its 
stock and some bonds to new lows.

Mr. Adrian declined to comment on spe-
cific banks.

Other specific markets to watch were dollar 
funding markets where Mr. Adrian said there 
was a widening in cross-currency basis swaps.

“We are just under three months prior to 
the year end and typically around the year end 
there’s a bit of balance sheet stress as some 
trades are taken off or reshuffled, but the mag-
nitude of the (moves) is quite unusual,” said Mr. 
Adrian. “There are dollar funding shortages.”

The three-month yen swap rate widened to  
60.25 basis points on Tuesday, slightly pulling 
back from a more than two-year high hit early 
last week. The current yen swap rate meant 
that investors were willing to pay more than 
60 bps over interbank rates to swap three-
month yen into dollars.

He also said there was a risk of a “dash for 
cash” in the event of a common global shock.

“I wouldn’t exclude that there couldn’t be 
another dash for cash — meaning (US) Trea-
sury yields suddenly increasing in a time when 
there’s a flight to quality. Usually in a flight to 
quality people buy Treasuries, but there could 
be a sharp sell-off of duration at some point. 
When it’s disorderly, that’s when you see the 
stress.”  — Reuters
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BUENOS AIRES — Argentina will charge a 
new 25% refundable duty on all purchases 
made in foreign currencies, a senior tax offi-
cial said on Tuesday, as the government aims 
to protect scarce hard currency reserves amid 
a severe economic slump.

Faced with sky-high inflation and a slump 
in the local peso, Argentina’s government has 
sought to minimize strains on dwindling US 
dollar reserves needed to pay for costly energy 
imports and debt payments alongside other 
priority spending.

The new duty, which can be refunded next 
year, goes into effect on Wednesday, public 
revenues chief Carlos Castagneto told report-
ers at a news briefing.

It will be added to a separate 45% levy and 
a 30% tax that also seek to protect reserves, 
as the government looks to discourage some 
spending that would force the central bank to 
tap into its reserves.

Annual inflation in the South American 
country is seen reaching 100% by the end of 
this year, while the tightly controlled official 

exchange rate hovers around 150 pesos per US 
dollar, or half the value of the parallel black 
market rate of around 300 pesos per greenback.

“We want to take care of the reserves to boost 
production and job creation,” said Mr. Castag-
neto. He added that the 25% duty will apply 
to monthly purchases worth $300 or more, 
used to buy foreign tourist trips, credit card 
purchases for goods in foreign currencies, as 
well as luxury goods.

Economy Minister Sergio Massa has sought 
to incentivize the flow of US dollars into cen-
tral bank coffers and discourage unneces-
sary outflows, in part to meet the terms of a 
$44-billion debt deal with the International 
Monetary Fund, since taking the job nearly 
three months ago.

The measure will affect only 7% of those 
who register consumption in dollars with credit 
cards, sources from the economy ministry said.

While millions of Argentines have credit 
cards, only 200,000 people spent more than 
$300 a month, according to August data from 
the country’s tax office. — Reuters
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WASHINGTON — General Motors Co. (GM) said on Tues-
day it will invest up to $69 million and take an equity 
stake in Queensland Pacific Metals to secure a new 
source of nickel and cobalt for battery cells for use in 
the US automaker’s vehicles.

GM said the investment will help support electric-
vehicle eligibility for consumer incentives under new, 
clean energy US tax credits. GM said the nickel laterite 
ore is expected to be processed using a new, propri-
etary process that helps reduce waste.

Under a law passed in August, automakers must source 
battery minerals from countries with free trade agreements 
in order to qualify for the US consumer EV tax credits.

The GM investment is to assist in the develop-
ment of its proposed Townsville Energy Chemicals 
Hub (TECH) Project in Northern Australia. High-grade 
nickel laterite ore will be imported from nearby New 
Caledonia, GM said.

GM already has binding agreements securing 
all battery raw material supporting its goal of one 
million units of annual capacity in North America by 
the end of 2025.

Queensland Pacific Metals CEO Stephen Grocott said 
“GM’s investment in our company and the associated 
offtake brings us one step closer towards construction 
of the TECH Project.” — Reuters

GM to invest in Australian mining company


