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Russia, Ukraine in EU-backed 
talks to avoid fresh ‘gas wars’

MOSCOW: Officials from Moscow and Kiev were set to
gather in Berlin later for EU-backed talks on the future of
the transit of Russian gas through Ukraine in a bid to mini-
mize disputes when the current contract expires next year.

Russian gas giant Gazprom has already dramatically
reduced the volume of gas transiting via the country, as
Moscow and Kiev remain at loggerheads over the annexa-
tion of Crimea and simmering conflict in the east of
Ukraine. Kiev fears the loss of revenue from transit taxes,
on top of being bypassed politically as well as physically
by new gas pipes.

The meeting will bring together delegations from
Gazprom and its Ukrainian counterpart Naftogaz, which
have been locked in legal battles for years.

Russian Energy Minister Alexander Novak and
Ukrainian Foreign Minister Pavlo Klimkin will also be pres-
ent. “It is clear that time is of the essence. The negotiations
that lie ahead of us are complex,” said European
Commission Vice President Maros Sefcovic ahead of the
talks. The meeting will focus on Gazprom’s plan to con-
struct and put into operation by the end of next year the
Nord Stream 2 gas pipeline, which would bring gas to
Germany via the Baltic Sea, bypassing Ukraine.

The pipeline will follow the track of the existing Nord
Stream 1 and will double the amount of Russian gas arriv-
ing in the European Union’s most powerful economy via
this route.

Germany has long insisted this is a purely “commercial”
project and in March lifted the final obstacles to its con-
struction. But the following month German Chancellor
Angela Merkel delivered an unexpected blow to Moscow’s
strategic initiative, insisting Ukraine should continue to
play a key role in the transit of gas to Europe.

“There are also political factors to take into considera-
tion,” Merkel said at a joint press conference in Berlin with
Ukrainian President Petro Poroshenko at the time.

“(Nord Stream 2) is not possible without clarity
regarding the transit role of Ukraine,” she said. For his
part, the Ukrainian president said the project was

“absolutely political”. “Why spend tens of billions of dol-
lars to make the European economy less efficient, less
competitive and the energy politics of the EU more
dependent on Russia?”

Criticism from Trump 
The project has also been criticized by US President

Donald Trump. The United States has an interest in selling
shipped liquified natural gas (LNG) to Europe, but for the
moment this is much less economically viable than
Russian gas. “So we will be selling LNG and competing
with the pipeline. I think we’ll compete successfully.
Although there is a little advantage location-wise,” Trump
said after meeting with Russian President Vladimir Putin
in Helsinki yesterday.

Another project, the Turkish Stream pipeline, is further
set to reduce the role of Ukraine in gas transit. But Putin
was conciliatory, saying Russia was ready to keep up tran-
sit via Ukraine after Nord Stream 2 becomes operational
and extend the transit agreement. Putin said this was pos-
sible if Ukraine’s national gas company Naftogaz and
Gazprom resolve their gas dispute at a Stockholm arbitra-
tion court. 

European demand for gas has been rising since 2015,
largely because of a drop in production in the
Netherlands. Last winter Gazprom raised exports to the
continent to a record high thanks to the cold weather. On
the record day of March 2, gas pipelines delivering
Russian gas to Europe were working at up to 99 percent
of their capacity, said researcher Jack Sharples in a recent
publication by the Oxford Institute for Energy Studies.

What happens now 
“Gas transit via Ukraine will continue to be necessary

in substantial volumes throughout the year until Nord
Stream 2 and Turkish Stream are launched,” he said. But
after that the role of Ukraine would depend on an agree-
ment reached with the European Commission or the
demands of clients, he added.

Thierry Bros, a researcher at the Oxford Institute for
Energy Studies, said the sides must not only reach an
agreement about what happens after 2019, but also what
happens now-given that Gazprom is turning to the courts
to demand the annulation of its current contracts with
Ukraine.

“Now a global contract must be reviewed with two

unknowns-the Nord Stream 2 project and the transit tariff,
since we do not know what Ukraine will propose,” he said.

“If this were just a commercial question, Ukraine would
be able to make Nord Stream 2 uncompetitive by lowering
its own transit tariffs,” he said, though in fact Kiev is ask-
ing in courts for the rate to be increased to make up for
the decline in volume.  — AFP 

WASHINGTON: The United States on
Monday launched challenges at the World
Trade Organization to hit back at the
major trading partners that have retaliat-
ed against President Donald Trump’s tar-
iffs on metals and goods from China.

Washington opened separate disputes
against China, the European Union,
Canada, Mexico and Turkey, challenging
the counter-tariffs those countries have
imposed on American farm exports and
machinery, the US Trade Representative
said in a statement.

Despite outrage over the US actions,
the White House says alleged unfair
trade by these economies means
Trump’s stinging tariffs are justified-but
retaliation is not.

“The actions taken by the president
are wholly legitimate and fully justified as
a matter of US law and international trade
rules,” US Trade Representative Robert
Lighthizer said in a statement.

“Instead of  working with us to
address a common problem, some of
our trading partners have elected to
respond with retal iatory tar i f fs
designed to punish American workers,
farmers and companies.”

Lighthizer said the counter-tariffs
breached WTO obligations. Since March,
Trump has ratcheted up pressure on
China and traditional allies, imposing tar-
iffs on scores of billions of imports in
steel, aluminum, washing machines, solar
panels and broad swathes of Chinese
manufactured goods and machinery.

Mexico’s Economy Ministry vowed to
defend itself against the new US actions
at the WTO.

“The measures applied by Mexico
were in response to the duties imposed,
unjust ly and with national  security
argument, by the US government on

imports of Mexican steel aluminum,” the
ministry said in a statement. “US pur-
chases of Mexican steel and aluminum
do not represent a national security
threat to that country.”

According to the US Chamber of
Commerce, retaliatory tariffs on US
exports-targeted to cause pain in the vot-
ing areas on which the governing
Republican party relies heavily-now cov-
er about $75 billion in American exports.

Trump this month responded to
Beijing’s retaliatory duties on American
goods by formally beginning a process
which could see tariffs imposed on an
additional $200 billion in Chinese prod-
ucts as soon as September.

The International Monetary Fund
warned that growing trade restrictions
were “the greatest near-term threat” to
the world economy, amid projections for
slower growth in Germany, France, Japan
and China. “If countries could cooperate
to revise the multilateral system in a way
that allowed them better to address the
tensions that have been out there, that
would be very positive for global growth,”
IMF chief economist Maurice Obstfeld
told reporters. — Reuters
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CURRENCY BUY SELL
Europe

British Pound 0.394583 0.408483
Czech Korune 0.005713 0.015013
Danish Krone 0.043577 0.048577
Euro 0. 347702 0.361402
Georgian Lari 0.122969 0.122969
Hungarian 0.001008 0.001198
Norwegian Krone 0.033428 0.038628
Romanian Leu 0.059286 0.076136
Russian ruble 0.004851 0.004851
Slovakia 0.009055 0.019055
Swedish Krona 0.030373 0.035373
Swiss Franc 0.297844 0.308844

Australasia
Australian Dollar 0.217155 0.229155
New Zealand Dollar 0.200869 0.210369

America
Canadian Dollar 0.225755 0.234755
US Dollars 0.299350 0.304650
US Dollars Mint 0.299850 0.304650

Asia
Bangladesh Taka 0.003102 0.003903
Chinese Yuan 0.043958 0.047458
Hong Kong Dollar 0.036889 0.039324
Indian Rupee 0.003889 0.004661

Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002613 0.002793
Korean Won 0.000259 0.000274
Malaysian Ringgit 0.071405 0.077405
Nepalese Rupee 0.002623 0.002963
Pakistan Rupee 0.001833 0.002603
Philippine Peso 0.005507 0.005807
Singapore Dollar 0.217553 0.227553
Sri Lankan Rupee 0.001610 0.002190
Taiwan 0.009816 0.009996
Thai Baht 0.008811 0.009361

Arab
Bahraini Dinar 0.789699 0.806199
Egyptian Pound 0.014325 0.020043
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000197 0.000257
Jordanian Dinar 0.423694 0.432694
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000150 0.000250
Moroccan Dirhams 0.020554 0.044554
Omani Riyal 0.781864 0.787544
Qatar Riyal 0.079060 0.084000
Saudi Riyal 0.079833 0.081133
Syrian Pound 0.001286 0.001506
Tunisian Dinar 0.111779 0.119779
Turkish Lira 0.056816 0.067116
UAE Dirhams 0.081193 0.082893
Yemeni Riyal 0.000987 0.001067

EXCHANGE RATES

Dollarco Exchange Co. Ltd

US Dollar 303.090
Canadian Dollar 231.655
Sterling Pound 402.860
Euro 356.635
Swiss Frank 304.625
Bahrain Dinar 806.030
UAE Dirhams 82.925
Qatari Riyals 84.160
Saudi Riyals 81.720
Jordanian Dinar 428.770
Egyptian Pound 16.949
Sri Lankan Rupees 1.894
Indian Rupees 4.434
Pakistani Rupees 2.437
Bangladesh Taka 3.626
Philippines Pesso 5.671
Cyprus pound 18.035
Japanese Yen 3.695
Syrian Pound 1.590
Nepalese Rupees 2.767
Malaysian Ringgit 76.110
Chinese Yuan Renminbi 45.815
Thai Bhat 10.110
Turkish Lira 62.910

Europe still hooked on Russian gas supplies

US challenges trade war 
counter-tariffs at WTO

BERLIN: German Economy Minister Peter Altmaier (left) and European Commission Vice-President in charge of
Energy Maros Sefcovic arrive to address a press conference yesterday at the Economy Ministry in Berlin as Germany
hosts trilateral ministerial talks with Russia and Ukraine on the long-term transit of gas to Europe. — AFP

Embraer sells
United Airlines
25 jets valued
at $1.1bn
SAO PAULO: American carrier
United Airlines has ordered 25 jets
from Brazilian aerospace manufac-
turer Embraer, valued at $1.1 bil-
l ion, the aircraft  maker said
Monday. The contract for the 70-
seat E175 jets, signed at the firm’s
factory in Great Britain, states the
deliveries will begin in the second
quarter of 2019.

“We are thrilled that United is
adding another 25 Embraer aircraft
to the large existing fleet of almost
400 E-Jets and ERJ’s currently fly-
ing in the United Express network,”
said Charlie Hillis, Embraer’s vice-
president of sales and marketing for
North America. Embraer, the

world’s third-largest airplane manu-
facturer, said at the weekend it
projects demand for 10,550 new
airplanes-with capacity of up to
150 seats and worth $600 billion-
over the next 20 years. 

The latest order comes after
Boeing and Embraer announced July
5 that Boeing will take control of the
Brazilian firm’s commercial business,
valued at $4.75 billion. Boeing will
hold an 80 percent stake, the com-
panies said.

The announcement fol lowed
months of talks to allay concerns of
the Brazilian government, which
since the privatization of Embraer
in 1994 maintains a “golden share”
that gives it  veto power over
strategic matters within the firm.
The companies said financial and
operational details were still being
finalized, a process which would
continue over several months, after
which the deal would be subject to
shareholder and regulatory
approval, including by the govern-
ment of Brazil. — AFP

Global economic 
slowdown is likely 
later in 2018 or 
2019: Analyst
LONDON: No one likes to predict recession,
but the global economy is likely to experience a
significant slowdown before the end of 2019,
and the slowdown may be necessary to relieve
upward pressure on oil prices. In its latest
World Economic Outlook, the International
Monetary Fund forecasts the global economy
will expand at 3.9 percent in both 2018 and
2019, slightly faster than the 3.7 percent
achieved in 2017.

But beneath the sanguine headline numbers,
the outlook provides a long list of downside risk
factors, including mounting trade tensions, rising
interest rates, political uncertainty and compla-
cent financial markets. “Growth generally
remains strong in advanced economies, but it
has slowed in many of them, including countries
in the euro area, Japan, and the United
Kingdom,” the IMF admits.

“Even US growth is projected to decelerate
over the next few years, however, as the long
cyclical recovery runs its course and the effects
of temporary fiscal stimulus wane”. The broad
global expansion that began roughly two years
ago has plateaued and become less balanced,
according to the Fund (“Global expansion: still
strong but less even, more fragile, under threat”,
IMF, July 16).

The principal economies are still growingly
rapidly, with high levels of business and con-
sumer confidence, and contributing to optimism
among investors, but there are signs of a poten-
tial future slowdown. Global trade volumes are
still increasing but the growth rate has slowed
significantly since the second half of 2017,
according to the Netherlands Bureau of
Economic Policy Analysis (“World Trade
Monitor”, CPB, July 2018).

Leading economic indicators monitored by
the OECD have weakened since the start of the
year and point to slower expansion over the
next six to nine months (“Composite leading

indicators”, OECD, July 2018). The OECD says
that growth momentum is stable in the United
States and Japan but is easing in the United
Kingdom, Germany, France, Italy and Canada. At
global level, the expansion is exhibiting increas-
ing signs of maturity, with commodity prices
and interest rates rising and capacity constraints
emerging in some sectors. For example, aircraft
manufacturers Boeing and Airbus are struggling
to deliver orders on time as they strive to
expand production and their supply chain
(“Boeing and Airbus land $43 billion worth of
airliner orders”, WSJ, July 16). US trucking firms
are complaining about the lack of qualified driv-
ers, and U.S. airlines are preparing to cut their
schedules in response to rising fuel costs.

Late cycle 
In the United States, where growth remains

strong, the expansion now shows unmistakable
signs of being at a late stage. The US economy
has been expanding for over nine years, accord-
ing to the Business Cycle Dating Committee of
the National Bureau of Economic Research.

The current expansion is already the second-
longest on record and will overtake the long
boom of the 1990s if the economy is still grow-
ing in July 2019. Unemployment is close to its
lowest level for 50 years and at or below the
levels seen at the height of previous booms.
Industrial production is growing at some of the
fastest rates for 20 years.

The Institute for Supply Management’s com-
posite index shows one of the broadest increas-
es in manufacturing activity in the last 70 years.

And the University of Michigan’s consumer
sentiment index shows household confidence
close to multi-decade highs. But consumer
prices are rising at the fastest rate since early
2012, cancelling out hourly wage growth,
despite a strong economy.

And the yield curve for US government secu-
rities shows signs of inverting, which has often
been a harbinger of previous economic slow-
downs. All these indicators show strong cyclical
behavior; in every case, they point to an expan-
sion fast-approaching the top of the cycle.

Oil market 
The global economy is rapidly running out of

spare capacity and nowhere is that more obvi-
ous than in the oil market. The oil market’s
unused production capacity has fallen to multi-

decade lows as a result of strong consumption
growth and a series of output disruptions in
Venezuela, Libya and elsewhere.

Iran sanctions threaten to reduce spare
capacity even further from the start of
November, pushing it down to the lowest level
since the oil shocks of 1973/74 and 1979/80.

Global oil consumption has surged by an
average of 1.7 million barrels per day in each of
the last three years, and is forecast to rise by a
similar amount in 2018 and 2019. The result is
that the global oil industry is being “stretched to
the limit”, according to the International Energy
Agency (“Oil Market Report”, IEA, July 2018).

Oil prices have already climbed by more than
75 percent over the last year, putting upward
pressure on global inflation, though they have
subsequently eased back slightly in recent days.

In the past, the final stages of an econom-
ic expansion have usually coincided with a
sharp escalation in oil prices, with prices
dropping back during the subsequent eco-
nomic contraction. — Reuters

US Trade Representative Robert Lighthizer

NEW YORK: The headquarters of investment bank-
ing and securities firm Goldman Sachs is seen in
lower Manhattan in New York. — AFP


