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CAIRO:  Egypt’s urban consumer inflation
jumped for a second month in May, the
statistics agency said yesterday, adding
pressure on the central bank to hike inter-
est rates at its monetary policy meeting on
June 16. Annual urban consumer price
inflation jumped to 12.3 percent in May
from 10.3 percent in April, the official sta-
tistics agency CAPMAS said yesterday.

Food prices normally spike during the
Muslim holy month of Ramadan because
of heavy consumption following the dawn
to dusk fasting period. Ramadan started
on June 6. Egypt’s core inflation, which
excludes items such as fruit and vegeta-
bles as their prices fluctuate widely, also
jumped to 12.23 percent year on year in
May, up from 9.51 percent in April, the
central bank said yesterday. Egypt has
been struggling since a 2011 uprising
drove away tourists and foreign investors,
putting pressure on foreign reserves which

halved to $17.5 billion in May. The central
bank devalued the pound in March by
around 13 percent, and then hiked interest
rates a few days later by 150 basis points at
its MPC meeting on March 17 to curb infla-
tionary pressures. It is due to meet again on
June 16. “Food prices had increased signifi-
cantly in May, in the lead up to Ramadan
when consumption increases,” said Reham
El Desoki, economist at Arqaam Securities.

President Abdel Fattah Al-Sisi is under
increasing pressure to revive the economy
and keep prices under control to avoid any
backlash from the public whose rallying
cries in the 2011 revolution included “bread,
freedom and social justice”. The govern-
ment said late last year it would control the
prices of 10 essential commodities to help
restrain inflation with the country short of
foreign hard currency. Price movement sub-
sequently eased but surged back again after
the pound was devalued in March. Army

trucks have distributed cheap food and Sisi
has promised to protect the poorest in a
society where tens of millions rely on subsi-
dies. Some analysts expect the central bank
to hike rates on Thursday to control growing
inflationary pressures. “We expect annual
headline inflation will remain high in the
coming months, possibly registering 14-15
percent in the remainder of the year,” El
Desoki said, forecasting an interest rate hike
of 50 basis points yesterday. At its last MPC
meeting on April 28, the central bank kept
benchmark interest rates unchanged, bal-
ancing inflationary pressures with the need
to stimulate the economy.

CIB drops plan
Egypt’s Commercial International Bank

(CIB) has dropped plans to sell its invest-
ment bank CI Capital to Beltone Financial
after failing to win regulatory approval,
sources told Reuters yesterday. In February

CIB signed a deal to sell CI Capital to
Beltone, a unit of bill ionaire Naguib
Sawiris’s Orascom Telecom Media and
Technology Holding, for 924 million
Egyptian pounds ($104 million).

Naguib Sawiris said at the time he
planned to merge CI Capital with Beltone
Financial, which OTMT bought last year, to
create one of Egypt’s largest investment
firms. But the deal has hit a series of delays.
The Egyptian Financial Supervisory
Authority said in April that the acquisition
was delayed pending the resolution of a
court case and other issues.

Sawiris’s bid for CI Capital was also chal-
lenged in February when a unit of the
state-owned National Bank of Egypt made
a counter offer. It later withdrew. Sawiris
said in March the deal was being held up
by national security concerns and criticised
the state for meddling in business, saying
this would discourage investors. — Reuters

Egypt’s core inflation jumps to 12.23% 

BRUSSELS/MOSCOW: Brussels is
expected to rule next month on
whether to allow Russia to pump more
gas via its Nord Stream pipeline’s gas
link to Germany, risking fresh discord
between member states over energy
dependence on Russia, EU and Gazprom
sources said. 
Full access to Opal, which provides a
land link between Russia’s Nord Stream
pipeline to Germany and the Czech
Republic, is crucial to Gazprom’s plan to
double capacity of the undersea
pipeline in a project known as Nord
Stream 2. The expansion would see
more Russian gas bypass Ukraine - a
move seen depriving Kiev of transit fees
as the route for more than half of
Russian gas supplies to Europe.

The Nord Stream 2 project is one of
the toughest issues on the table as
European Commission President Jean-
Claude Juncker plans to meet President
Vladimir Putin next week. Germany’s
Energy Regulator Bundesnetzagentur
said it has struck a deal with the Russian
state energy company to bypass EU
anti-monopoly rules capping Gazprom’s
use at half of the Opal pipeline capacity.
The gas giant declined to comment.

Because Gazprom is also part-owner
of the pipeline, it is regulated by a 2009
EU law, known as the Third Energy
Package, that seeks to prevent energy
suppliers from dominating infrastructure.
Gazprom has long fought an EU decision
requiring it to auction gas in order to
gain greater access to the pipeline, but
talks on reaching a settlement collapsed
in 2014 after Russia’s annexation of
Ukraine’s Crimea region. Germany’s sup-
port for Nord Stream 2, which would see
most Russian gas exports pumped direct-
ly to its shores, has pitted it against east-
ern European nations.

Poland, Slovakia and other EU mem-
bers states say the project strips Ukraine
of transit fees and increases depend-
ence on Gazprom, which supplies
around one third of EU gas.

The Nord Stream 2 consortium,

including E.ON, Wintershall, Shell, OMV
and Engie, says the project is purely
commercial. The EU executive has the
final word on Germany’s settlement
with Gazprom on access to Opal. A
European Commission spokeswoman
said it was notified on May 13 by the
Bundesnetzagentur. “The internal pro-
cedures for the Commission decision
concerning Opal have now started
again,” the spokeswoman said.

Under EU rules, the executive has
two months to assess the draft decision,

but it has repeatedly prolonged previ-
ous deliberations. A positive ruling on
Opal would help Gazprom build Nord
Stream 2, which has not received EU
regulatory approval. “It would be a sign
of thaw in relations between the compa-
ny and the European consumers,” said
Andrey Polishchuk, analyst in
Raiffeisenbank in Moscow. It would also
lower the cost of shipping gas across the
Baltic Sea route by some 25 percent,
Mikhail Korchemkin of East European
Gas Analysis said. — Reuters

EU to rule on Russian access 
to Nord Stream gas pipeline 

2009 EU rules cap Gazprom’s use of Opal link at 50%

PITTSBURG: Alice Price, educational outreach specialist
for adult and graduate studies at Geneva College, speaks
with a visitor to her table at a job fair in Pittsburgh.
Yesterday, the Labor Department reports on the number
of people who applied for unemployment benefits a week
earlier. — AP

WASHINGTON: Fewer Americans sought unemployment
benefits last week, a sign that employers are hanging on to
workers despite a sluggish economy.

THE NUMBERS: The Labor Department said yesterday that
weekly applications for unemployment aid fell by 4,000 to a
seasonally adjusted 264,000. The less volatile four-week aver-
age dropped by 7,500 to 269,500. Weekly jobless claims have
come in below the historically low level of 300,000 for 66
straight weeks, the longest such streak since 1973.

The total number of people collecting unemployment ben-
efits slipped below 2.1 million last week to the lowest level
since 2000; it’s down 7.5 percent from a year ago.

THE TAKEAWAY: Applications for unemployment aid are a
proxy for layoffs, so the jobless claims figures suggest employees
are enjoying job security despite a recent slowdown in hiring.

KEY DRIVERS: Just because employers aren’t cutting jobs
doesn’t mean they are hiring. U.S. employers added just
116,000 jobs a month from March to May, making it the weak-
est three months of hiring since mid-2012.

The Labor Department reported Wednesday that employ-
ers advertised the most job openings in nine months but were
reluctant to fill them. The hiring slowdown reflects a sluggish
economy. US growth came in at an annual rate of 1.4 percent
from October through December and 0.8 percent from
January through March. A strong dollar has hurt American
exporters by making their products more expensive overseas.
And low oil and natural gas prices have caused energy com-
panies to slash investment. “These data appear comforting in
the light of the slowing in payrolls,” Ian Shepherdson, chief
economist at Pantheon Macroeconomics, wrote in a research
note. “But claims often are a not a reliable guide to employ-
ment in the early stage of a downturn, because the first thing
firms do when demand falters is slow the pace of hiring,
rather than start firing.” — AP

Fewer Americans applied for 
jobless benefits last week 

LONDON: Oil prices fell yesterday as
traders took profits after three sessions
of gains, though prices remained close
to their highest this year thanks to a
fall in US crude inventories and supply
disruptions. International Brent crude
oil futures traded 46 cents a barrel low-
er at $52.05 a barrel at 1132 GMT, after
setting a 2016 high of $52.86 a barrel
earlier in the session.  US crude fell by
34 cents a barrel to $50.89 after also
hitting a new 2016 high at $51.67.

A rebounding US dollar also
weighed on prices. “If you look at the
week behind us ... there was support
for commodities from the currency
side, the equity side, and the emerging
markets side,” chief commodity analyst
at SEB Bjarne Schieldrop said.

“We see some reverse of that now,”
he added. A fall in the dollar against a
basket of currencies to a five-week low
on Wednesday boosted oil prices, but
the index recovered yesterday, rising
by 0.33 percent at 1135 GMT. A weaker
dollar makes oil cheaper for holders of
other currencies. Oil prices also gained
ground after data on Wednesday from
the US Energy Information
Administration (EIA) showed US crude
stocks last week fell by 3.23 million
barrels, while inventories of gasoline
and middle distillates rose.

Supply outages in Nigeria and
Canada have also kept oil prices sup-
ported. Consultancy Energy Aspects
estimates Canadian output losses will
total 29 million barrels across May and
June, “after adjusting for turnaround
work that was underway before the
wildfires broke out, and assuming a
pre wildfire utilization rate of 85 per-
cent of (the 2015 average)”.

The Niger Delta Avengers militant
group on Wednesday rejected an offer
of talks with the government to end its
attacks on oil facilities and said it had
blown up a Chevron pipeline site in
the Niger Delta. But some analysts said
there are signs that downward pres-
sure on prices is mounting.

ANZ bank said the rises were “tem-
pered by an increase in (US) crude pro-
duction of 10,000 barrels per day to
8.75 million barrels per day and the
number of active rigs increasing by 9
to 325”.

Traders also said refined product
stocks were building up in the United
States and Asia. With fundamentals
both for and against higher prices,
many traders and analysts say a price
of $50-60 per barrel may be fair value.
This is reflected in Brent’s forward
curve, which stays within that range
until early 2021. — Reuters

Oil prices fall on profit taking 


