
VIENNA: OPEC agreed yesterday to cut out-
put by an extra 1.5 million barrels per day (bpd)
in the second quarter of 2020 to support prices
amid an outbreak of coronavirus but made it
conditional on Russia joining in, two OPEC
sources said. The oil demand outlook has been
hit hard by measures to halt the spread of the
virus, disrupting factories, deterring people from
travelling and slowing other business activity.
Forecasts for crude demand growth in 2020
have been slashed as a result.

Saudi Arabia had suggested OPEC and its al-
lies, including Russia, cut up to 1.5 million barrels
per day (bpd) for the second quarter of 2020
while extending existing cuts of 2.1 million bpd,
which expire this month, to the end of 2020. But
Riyadh, the biggest producer in the Organization
of the Petroleum Exporting Countries, and other
members of the group have yet to win Russian
support for such a deal. So far, Moscow has in-
dicated it would back an extension but not a
deeper cut. Russia, which has co-operated on
output policy since 2016 in the informal group
known as OPEC+, has in the past been hesitant
during talks but signed up at and the last minute.

OPEC sources told Reuters that OPEC states
expected non-OPEC countries, including Russia,
to contribute cuts of about 500,000 bpd out of
the overall additional cut of 1.5 million bpd.

Two OPEC sources said Russia was on board

for the cuts, not just for an extension, although
Moscow has yet to comment. OPEC sources
have previously signalled that preliminary dis-
cussions with Russia about the cuts held this
week in Vienna were trickier than before.

“The worst case scenario is an extension,”
said an OPEC source when asked what would
happen if Russia refused to join a new cut when
OPEC, Russia and other producers meet today.
The proposed OPEC cut, if approved, would be
towards the top end of market expectations.

Brent oil prices pared gains by 1200 GMT,
trading near $51 a barrel after an initial 0.6 per-
cent rise on news of OPEC’s plan to cut, high-
lighting the uncertainty about the real impact of
the virus on global demand as it continues
spreading. This year’s slide in oil prices by about
20 percent has made it tough for OPEC states to
balance their budgets, while Moscow has said it
can cope with current prices.

If OPEC+ was to decide to remove an extra
1.5 million bpd from the market, it would bring
the group’s overall output reduction to 3.6 mil-
lion bpd or about 3.6 percent of global supplies.

Russian Energy Minister Alexander Novak
returned to Moscow for consultations on
Wednesday after talks in Vienna this week but
he will be back in the Austrian capital on Friday
for the broader OPEC+ meeting.

“OPEC+ have little choice but to cut output

substantially given the virus related demand
losses,” said Gary Ross, founder of Black Gold
Investors. “The Saudis have accounted for over
half the officially agreed cuts and they will lead
the way with additional cuts and the others, in-
cluding Russia, will join because it is overwhelm-
ingly in their economic interests,” he said.

Ehsan Khoman from Mitsubishi UFG said

that the measures by OPEC combined with stim-
ulus by governments and central banks around
the world would help reassure markets.  

Meanwhile, the Iranian oil minister confirmed
yesterday that OPEC ministers had agreed an
extra 1.5 million barrel per day (bpd) cut in oil
production and that Iran was still exempt from
the reduction. — Reuters
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OPEC agrees on large oil output cut 
amid virus outbreak if Russia joins

OPEC wants non-OPEC to cut 500,000 bpd of 1.5m bpd cut

LAGOS/ABUJA: Two men in grey
jumpsuits brush glue onto rubber soles,
while factory machines whir in the back-
ground. Elsewhere, women perched be-
hind industrial sewing machines attach
leather swatches to sturdy-looking
men’s shoes. The production line could
be anywhere in the world. But Bertram
Dozie, the chief executive of the newly
opened Bata Nigeria shoes plant, hopes
this Abuja facility heralds a renaissance
for Nigerian-made shoes.

The factory, which opened in late
2019, can produce more than 500,000
shoes annually. It employs roughly 120
people. Bata Nigeria is a franchise tied
to Bata, a historic shoe company based
in Switzerland, and present in 70 coun-
tries. The Nigeria franchise has stores in
the capital, Abuja, the southwestern
megacity Lagos and southern oil city
Port Harcourt. Bata Nigeria also sells
shoes directly to Nigerian schools, for
pupils as part of their uniform, and
stocks other stores in the country. Nige-
ria’s government hopes companies like
Bata can spur the local manufacturing
sector, create jobs and reduce Africa’s
biggest economy’s reliance on oil sales.

It has tried to stimulate this with its

long-running “Made in Nigeria” agenda,
which included placing import restric-
tions on shoes in 2007. The shift to lo-
cally-made goods is slowly taking effect.
In 2010 Nigeria imported $180 million
worth of footwear. By 2018 this figure
had fallen to $100 million, mostly from
China. Dozie, surrounded by shoes in
one of the company’s showrooms, de-
scribed the market opportunities for lo-
cally-made mass-produced shoes in
Africa’s most populous nation of 200
million people as “glaring”.

Memories
Bata, once a household name in Nige-

ria, closed its factory in the country
around 20 years ago. Brand recognition
has helped its return. It sells everything
from strappy heels and protective work
boots for adults to black leather school
shoes. Prices range from 34,000 naira
($111) for leather boots to just under
6,000 naira for plain casual shoes for
children. Dozie, 39, remembers wearing
the shoes as a child as part of his school
uniform. Bata was founded 126 years ago
in what is now the Czech Republic. 

A local company began marketing
Bata in Nigeria in the 1930s, and manu-
facturing the shoes in the west African
country in the 1960s. Reuters archive
footage from 1971 shows a Polish dele-
gation touring a thriving Bata shoe plant
in Lagos. — AFP

German industry fears
‘longest recession’ 
since reunification
BERLIN: The economic upheaval caused by the fast-spreading
coronavirus threatens to plunge Germany’s crucial industrial sector
into “the longest recession since reunification”, a powerful industry
body said yesterday.

Germany’s export-reliant industrial sector is already in the midst
of a recession, with car manufacturers especially feeling the pain
from months of China-US trade tensions and Brexit uncertainty.

As the deadly coronavirus wreaks havoc on international supply
chains and saps consumer demand, Germany’s BDI industry federa-
tion said worse was to come.

“German industry is facing the longest recession since reunifica-
tion” of the country in 1990, BDI said in a quarterly report. The sec-
tor, a key growth driver in Europe’s top economy, has already seen
six consecutive quarters of shrinkage.

In the final quarter of 2019, German industrial production fell by
5.7 percent year-on-year.

The BDI said the combined effects of weak global growth, in-
creased uncertainty and factory disruptions were having “a negative
effect” on companies’ willingness to spend money and invest.

The industry body now expects the German economy as a whole
to grow by just 0.5 percent in 2020, compared to 1.1 percent growth
forecast by the government in January before the virus spread
across the world. The BDI urged the German government to use its
fat budget surpluses to support affected industries and encourage
investment. — AFP

VIENNA: Iranian Oil Minister Bijan Namdar Zanganeh (center) and Iran’s Ambassador to the Inter-
national Atomic Energy Agency (IAEA), Kazem Gharib Abadi (left) arrives for the 178th Organization
of Petroleum Exporting Countries (OPEC) meeting in Vienna yesterday. — AFP

Nigeria shoemakers tap 
national pride, nostalgia 
to spur local industry

ABUJA: Women workers inspect shoes at a Bata shoe factory in Abuja.— Reuters


