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FRANKFURT: Europe shouldn’t rush to
abandon the combustion engine and
must build up its own production of elec-
tric car batteries to compete with China,
auto suppliers and manufacturers said at
the Frankfurt motor show.

The comments come as the future of
the car has become a hot topic in cam-
paigning ahead of Germany’s Sept. 24
election, especially after Britain and
France announced plans to eventually
phase out combustion engines to try to
cut pollution. Roberto Vavassori, presi-
dent of the European Association of
Automotive Suppliers (CLEPA), warned a
headlong rush to electric cars would
hand business to China, which along with
South Korea and Japan dominate battery
production for such vehicles.

“We need to provide a sensible transi-
tion period that doesn’t give unwanted
gifts to our Chinese friends,” he said, esti-
mating European automakers were pay-
ing 4,000-7,000 euros ($5,000-8,000) to
China for batteries for every electric car.
Vavassori called for a European drive to
develop the next generation of battery
cells. He said carmakers and politicians
should look at other ways of cutting vehi-
cle emissions too, such as more efficient
engines and synthetic fuels.

Germany’s Daimler and Volkswagen
both announced plans on the eve of the
Frankfurt show to accelerate their shift to
electric cars. The head of Volkswagen’s
core auto division said yesterday that
European industry should come together
to create a regional supplier of batteries.

“For the initial phase, I still feel in good
hands with the Korean suppliers, but I
would appreciate if competition were to
grow and a European consortium would
emerge,” VW brand Chief Executive
Herbert Diess told Reuters.

“Europe at risk”
German Chancellor Angela Merkel has

raised the possibility of state support to
bring chip and battery production back
to Europe and her Social Democrat chal-

lenger Martin Schulz has also called for
investment in cell  production in
Germany. The stakes are high, with the
auto industry as a whole providing
around 12.6 million jobs in the European
Union, or about 5.7 percent of the total.

Trade unions have been putting pres-
sure on manufacturers to make electric
cars in existing factories and invest in bat-
tery production in Europe, rather than
outsourcing the work to Asia.

“Self-contained value chains are a cen-
tral pillar of our industrial model and play
a big role in the success of the German
economy,” Joerg Hofmann, president of
the IG Metall union, told steel and car
industry members yesterday.

CLEPA’s Vavassori said Europe was lag-
ging behind in the production of sensors
and microchips, as well as batteries, and
there was a risk in relying on Chinese sup-
plies given geopolitical instability.

“We need production in Europe for

vehicles of the future, or we put all
Europe at risk,” he said.

Many in the car industry want govern-
ments to focus on setting targets to bring
down carbon dioxide emissions, rather
being prescriptive about quotas for elec-
tric cars. “Mandating certain percentages
of certain technologies doesn’t take us to
the best solution,” said Daimler boss Dieter
Zetsche, who currently chairs ACEA, the
main European carmakers’ association.
Yesterday, ACEA offered to further cut CO2
emissions by 2030, albeit dependent on
uptake of electric cars. 

Germany’s Robert Bosch, the world’s
biggest auto supplier, is keeping its
options open, optimizing the combustion
engine and also exploring synthetic fuels,
which could use existing filling stations
and engines. “This is a faster way of limit-
ing global warming,” said Bosch chief exec-
utive Volkmar Denner. “We are doing this
alongside electric vehicles.” —Reuters

Build batteries or lose jobs, auto bosses tell Europe
Frankfurt Auto Show

FRANKFURT: Two men take a closer look at a Audi R8 V10 plus on the second
media day of the IAA Motor Show in Frankfurt yesterday.

FRANKFURT: Spectators visit the hall of German Volkswagen group including
cars of VW, Audi and Seat at the Frankfurt Auto Show IAA in Frankfurt am Main,
Germany yesterday.

FRANKFURT: A Renault R S 2027 Vision Formula 1 concept car is presented at the
Frankfurt Auto Show IAA in Frankfurt am Main yesterday.—AFP photos

WASHINGTON: A jump in fuel prices helped
nudge US wholesale inflation in August to its
biggest gain in four months, the Labor
Department reported yesterday. But despite
reversing the drop seen in July, the Producer
Price Index still fell short of analyst expecta-
tions. Although the fuel price index spiked last
month, it was not affected by Hurricane
Harvey, since the information used to calcu-
late the increase was collected before the
storm hit.  But the storm impact likely will be
felt in September.

Harvey made landfall toward the end of the
month on the Texas Gulf Coast,  shutting
down a large share of US production and
refining capacity, which hit fuel and crude
prices. “We are braced for a PPI spike in the
next couple of months,” Ian Shepherdson of
Pantheon Macroeconomics wrote in a client
note. He noted that core PPI rose 0.5 percent
in the immediate aftermath of Superstorm
Sandy in 2012. Total PPI, which tracks the costs
of wholesale goods and services, rose 0.2 per-
cent for the month, the Labor Department
said, falling short of the 0.3 percent rise ana-
lysts had been expecting. The increase fol-
lowed a 0.1 percent drop in the prior month,
and was the largest since a gain of 0.5 percent
in April. Year-over-year, the index was 2.4 per-
cent higher, up five tenths from July.

Most of the August PPI increase came from
the goods segment, including energy, which
jumped 3.3 percent. Excluding the volatile
food and fuel categories, “core” PPI rose 0.1
percent, also below expectations, and was up
2.0 percent compared to August 2016.

Within energy, there were double-digit
monthly increases in residual fuels, home
heating oil, and jet fuel, which rose 18.6 per-
cent, its fastest pace in eight years. And
wholesale gasoline prices rose 9.5 percent for
the month, the biggest increase since January.
Analysts said the Fed was likely to view rising
energy prices as a temporary phenomenon
but reconstruction after back-to-back hurri-
canes in Texas and Florida was likely to drive
up demand and prices for construction and
other services. Persistent weak US inflation has
stumped monetary policymakers and econo-
mists this year. The Federal Reserve is expect-
ed to leave its benchmark interest rate
untouched when they meet next week, and
the likelihood of a third rate hike this year has
receded, especially in the aftermath of the
hurricanes.

In contrast to energy, food prices dragged
the monthly index down, with wholesale
wheat prices tumbling 20.6 percent, the
largest drop in more than nine years. Air trans-
portation services rose 1.4 percent, the
biggest increase since July 2009, while truck
hauling services moved up 0.9 percent, the
largest increase in three years.

Household income 
In a stark reminder of the damage done by

the Great Recession and of the modest recov-
ery that followed, the median American
household only last year finally earned more
than it did in 1999. Incomes for a typical US
household, adjusted for inflation, rose 3.2 per-
cent from 2015 to 2016 to $59,039, the Census
Bureau said. The median is the point at which
half the households fall below and half are
above. Last year’s figure is slightly above the
previous peak of $58,665, reached in 1999. It is
also the first time since the recession ended in

US wholesale inflation 
remains tame in August
Household income finally topped 1999 peak last year

 LONDON: Britain’s unemployment rate has
fallen to a new 42-year low, official data
showed yesterday, but wages growth
remains far below overall inflation. The
unemployment rate fell to 4.3 percent in the
quarter through to the end of July, reaching
the lowest level since 1975, the Office for
National Statistics (ONS) said in a statement. 

It had stood at 4.4 percent in the three
months to June.  Employment reached a
new record high of 32.1 million workers, as
the number  of people in jobs increased by
181,000 in the three months to July 2017. A
total of 1.46 million people were recorded
unemployed at the end of July, down
175,000 on a year earlier.

But growth in wages continue to lag
behind Britain’s annual inflation rate, which
ONS statistics Tuesday showed had jumped
to 2.9 percent in August from 2.6 percent in
July. Average weekly earnings rose by 2.1
percent year-on-year in the three-month
period to July, below the Bloomberg con-
sensus estimate of 2.3 percent. The combi-
nation of rising inflation and stagnating

wage growth meant that real wages fell by
0.4 percent, further reducing purchasing
power in the UK.

“Job creation is a huge UK success story,”
said Ian Stewart, chief economist at
Deloitte. “Despite Brexit uncertainties and
slower growth, the UK continues to gener-
ate ever lower unemployment and ever
more jobs.” Despite the strong jobs growth,
there is concern that weak wages growth is
starting to hurt consumption, reducing the
chances of interest rate tightening from the
Bank of England that would give a lift to
savers. The government on Tuesday sig-
nalled its intention to raise salaries for all
public sector workers by more than a 1.0-
percent cap in place during several years of
state austerity. 

The first to benefit are police officers,
who will see their pay increase by 2.0 per-
cent, and prison officers, who are receiving
a 1.7-percent hike. But the POA prison offi-
cer union branded the move a pay cut in
real terms, reflecting a wider frustration at
loss of purchasing power in the UK. —AFP

LONDON: US coal companies blame cli-
mate campaigners and the Obama admin-
istration for waging a war on coal that has
cost thousands of jobs and threatened
struggling mining communities.

But coal’s long-term problems stem
not from politics but from physical prop-
erties that make it an inferior source of
energy compared with oil,  gas and
(arguably) renewables. Coal has been los-
ing the “war” for market share since the
middle of the 20th century as other
sources of energy have become cheaper
and more abundant. Rising energy con-
sumption in advanced economies and
emerging markets masked coal’s relative
decline in the second half of the 20th
century and first decade of the 21st. But
as energy consumption has reached a
plateau in developed countries, coal
demand has started to decline in
absolute and relative terms in the more
modern economies.

Consumption has continued to grow
in poorer countries, where coal has
played a crucial role in making electricity
available for the first time to hundreds of
millions of households. But the same
problems that ensured coal’s replace-
ment in the advanced economies will
gradually lead to its replacement in
emerging markets as well.

Energy transactions
Coal’s displacement by other sources

of energy is part of a “grand energy tran-
sition” that has seen the dominant energy
source shift successively from wood to
charcoal, coal and oil. The precise dates
vary slightly from country to country, but
coal started to become an important
source of energy on a global scale just
before 1850 (“Energy transitions: history,
requirements, prospects”, Smil, 2010).

Traditional biofuels such as wood and
corn stalks continued to dominate the
global energy system until 1900, when
they were finally overtaken in importance
by fast-growing coal consumption.

Coal remained the dominant energy

source until the 1960s, when it was over-
taken by oil (“Global primary energy con-
sumption, 1800-2015”, Our World in Data,
2017). But in recent years, natural gas
consumption has been growing faster,
and gas is set to overtake oil as the single
largest source of primary energy within
the next decade. Predicting transitions
beyond natural gas is fraught with uncer-
tainty but climate campaigners hope the
global energy system will shift from gas
to wind and solar.

A question of physics
Each step in the grand energy transi-

tion has seen the dominant fuel dis-
placed by one that is more convenient
and useful. The reasons for the original
shift from traditional biofuels to charcoal
and then coal are still disputed by schol-
ars. Wood was in short supply around
major urban areas by the 17th and 18th
centuries but it is unclear whether short-
ages were localised or becoming more
general. In any event, transporting larger
quantities of wood over lengthening dis-
tances from increasingly remote forested
areas to consuming cities was becoming
a logistical problem.

The solution was to turn wood into
charcoal, which was much more com-
pact, and eventually to shift to coal,
which was even more compact and easi-
er to transport. Traditional biofuels may
have been becoming more scarce, but it
was the increasing availability of coal and
its decreasing price that drove the transi-
tion. Coal was simply more useful as a
source of energy than traditional biofuels.
Once it became cheap enough, it rapidly
replaced wood and agricultural waste in
most uses. The same process explains the
gradual displacement of coal by oil dur-
ing the 20th century and now by natural
gas in the 21st century. There is far more
energy in one kilogram of refined gaso-
line (46 megajoules) or gas (54 mega-
joules) than in a kilogram of bituminous
coal (24-35 megajoules), let alone wood
(18 megajoules). —Reuters

TOKYO: Japanese megabank MUFG said yester-
day it decided to pick Amsterdam as a base for
its EU securities operation by moving some
functions from London in preparation for Brexit.

Mitsubishi UFJ Securities Holdings has
decided to apply for a license to establish a
new subsidiary in Amsterdam, MUFG said after
narrowing down a list of favorites, which also
included Paris.

Britain is at risk of losing the “passporting
rights” financial firms use to deal with clients in
the rest of the European bloc. That, along with
political uncertainty surrounding Brexit negotia-
tions, has spurred foreign companies that have
set up shop in Britain, or established European
headquarters there, to begin looking for alterna-
tive locations.

“ The new subsidiary in Amsterdam will
ensure that the group can continue to provide
these services to its EU clients, even if the cross-

border passport is lost as a result of Brexit,” it
said in a statement. It was not immediately
known how many employees will move from
London to Amsterdam.

The Financial Times has reported that MUFG
has chosen Amsterdam, to where “hundreds of
jobs” could be moved from among the 2,100
people the firm employs in London. Other
Japanese firms including Nomura Holdings,
Daiwa Securities and Sumitomo Mitsui Financial
Group have said they are planning to move their
main EU bases from London to Frankfurt.

Britain formally said in late March it will with-
draw from the EU following a referendum to
leave that sent shockwaves through the bloc
and upended British politics. According to a sur-
vey conducted by Teikoku Databank in 2016,
nearly 1,400 Japanese companies do business in
Britain. Of the total, 159 firms are in the finance
and insurance sectors, it said. — AFP 

DIXON: Solar tech Joshua Valdez (left) and senior plant manager Tim Wisdom walk past solar
panels at a Pacific Gas and Electric Solar Plant, in Dixon, Calif. Higher energy costs led to prices
at the wholesale level rising in August 2017 at the fastest pace in four months, according to
information released yesterday.—AP
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2009 that the typical household earned more
than it did in 2007, when the recession
began. Trudi Renwick, the bureau’s assistant
division chief, cautioned that the census in
2013 changed how it asks households about
income, making historical comparisons less
than precise. Still, the Census data is closely
watched because of its  comprehensive
nature. It is based on interviews with 70,000
households and includes detailed data on
incomes and poverty across a range of
demographic groups. Elise Gould, a senior
economist at the Economic Policy Institute,
said that adjusting for the change in
methodology, median income still remains
below its 1999 peak. Yet she added that the
census report shows that American house-
holds have made signif icant economic
progress in 2015 and 2016.

“We are definitely pulling ourselves out of
the deep hole of the Great Recession,” Gould
said on a conference call with reporters.
Median household income rose $4,641, or 8.5

percent, from 2014 through 2016. That’s the
best two-year gain on records dating to 1967,
according to analysts at the Center on Budget
and Policy Priorities. Yet that improvement
comes after a steep recession and a slow
recovery that left most American households
with barely any income increases. The lack of
meaningful raises has left many people feel-
ing left behind economically, a sentiment that
factored into the 2016 elections. The report
also showed that income inequality worsened
last year, extending a trend in place  for
roughly four decades. Average incomes
among the wealthiest 5 percent climbed 5.5
percent to $375,088. Average incomes for the
poorest one-fifth of households, meanwhile
rose 2.5 percent to $12,943.

Other measures of Americans’ economic
health improved. The poverty rate fell last
year to 12.7 percent from 13.5 percent,
Census said. The number of people living
below the poverty line declined 2.5 million to
40.6 million. — Agencies


