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France pushes to bar Russia  
from SWIFT as Germany brakes

Not so SWIFT: EU energy concerns spark Russia sanctions rift 
PARIS: French Finance Minister Bruno Le 
Maire on Friday pushed for Russia to be 
excluded from the global SWIFT inter-
bank system over its attack on Ukraine, 
supported by other EU nations but facing 
a more cautious Germany. 

“Some (European Union) member 
states have shown reservations, France is 
not one of these states,” Le Maire told 
reporters after a meeting of EU finance 
ministers in Paris-while describing the 
move as a “financial nuclear weapon”. 

He added that SWIFT exclusion would 
be weighed “not in the coming days or 
weeks, but in the coming hours”, with 
technical advice from the European 
Commission. While Le Maire received 
public backing for the move from other 
nations including Austria, German Finance 
Minister Christian Lindner resisted the 
high-pressure timetable without ruling out 
an exclusion altogether. 

“I advised that we should also look into 
instruments that go beyond even the latest 
sanctions package, that includes SWIFT,” 
Lindner told reporters in Paris, while 
adding that he “can’t say anything about 
the timeframe”. 

“If we come to this exclusion, will 
that then be the tr igger that causes 
Russia to halt its gas deliveries, because 
they can no longer be paid for?” he 
asked. But  Lindner  added that  “ for 
someone to ask the question about con-
sequences does not mean that they are 

not ready to bear them”. 
Russian gas makes up a higher share of 

energy supplies in Germany and other 
parts of Europe than in France, although 
Paris has itself vowed to protect citizens 
from upward pressure on prices due to 
the Russian attack. Le Maire and Lindner 
had earlier praised the joint EU response 
to Moscow, saying that sanctions already 
decided would “isolate Russia financially” 
and “cut all links between Russia and the 
global financial system”. 

Lindner insisted that “we already have 
a complete blockade of Russian banks, 
which means business dealings with 
Russia are as good as stopped.” 

Reacting Thursday to sanctions decid-
ed by the EU, Britain, the United States 
and other Western nations, Ukrainian 
President Volodymyr Zelensky said “the 
pressure on Russia must increase” from 
what has already been announced. 

“Not all possibilities for sanctions have 
been exhausted yet,” he added. Foreign 
Minister Dmytro Kuleba had been more 
explicit Thursday, writing on Twitter that 
“who now doubts whether Russia should 
be banned from SWIFT has to understand 
that the blood of innocent Ukrainian men, 
women and children will be on their hands 
too.” 

Hard choices  
 
SWIFT’s messaging system allows 

banks to communicate rapidly and 

securely about transactions, and cutting 
Russia off would cripple its ability to 
trade with most of the world. 

Iran has been disconnected from the 
system in the past over its nuclear pro-
gram, while Moscow has been developing 
domestic financial infrastructure to count-
er just such a threat, including the SPFS 
system for bank transfers and the Mir 
card payments system. Cutting off Russia 
could complicate remaining trade with 
Europe, including natural gas imports vital 
to the continent’s energy supply as well as 
oil shipments. 

Berlin this week said it would halt cer-
tification of a new pipeline bringing gas 
from Russia known as Nord Stream 2, but 
an existing direct link remains in opera-
tion and payments continue to flow. 

Asked about other reported exemp-
tions from the economic measures against 
Russia, including for Italian luxury goods 
and Belgian diamonds, Lindner said that 
“it would not be rational to consider 
measures that in the long run would weak-
en our ability to exert political influence. 

“The aim is above all to affect Russia 
and aim for effects on Russia”.   

The West has agreed an onslaught of 
sanctions over Russia’s invasion of 
Ukraine, but resistance from key EU 
nations fearful of severing their power 
sources has resulted in them holding off 
on deploying the “financial nuclear 
weapon” of banishing Moscow from the 

SWIFT banking transfer system. 
Ukraine has expressly called on 

Western allies to expel Moscow from the 
system that banks rely on to transfer mon-
ey. But US President Joe Biden revealed 
this week that while it remains an option, 
“right now that’s not the position that the 
rest of Europe wishes to take”. Former 
European Council President Donald Tusk 

lashed out at EU capitals over their failure 
to agree on the toughest sanctions such as 
cutting Russian banks off from SWIFT, 
exposing a rift within the bloc over its 
response. “In this war, everything is real: 
Putin’s madness and cruelty, Ukrainian 
victims, bombs falling on Kyiv. Only your 
sanctions are pretended (sic),” Tusk 
tweeted. — AFP 

DORTMUND, Germany: People protest with a placard ‘SWIFT out for Russia’ against 
Russia’s invasion of Ukraine in Dortmund, western Germany, on Friday. — AFP

LOS ANGELES: Gas prices reach over $5.00 a gallon at a petrol station in Los Angeles, 
California on Friday. — AFP

LONDON: As commodity prices soar, the 
Ukraine crisis has prompted demands from 
petroleum lobbies for a reboot of US ener-
gy policy to promote domestic oil and gas 
production. 

But recent history suggests Wall Street 
may be an even bigger barrier than 
Washington to increased exploration and 
production. As oil prices have risen over the 
last year-including Thursday’s brief surge 
above $100 a barrel-companies ranging 
from giants like Chevron to mid-sized play-
ers such as Devon Energy have chosen to 
only lift capital investment modestly. 

That approach has reflected the clear 
preference within the investment community 
for producers to steer extra cash to debt 
reduction and shareholder givebacks, while 
also ramping up low-carbon investment ini-
tiatives. Companies have also been cautious 
in light of the ongoing COVID-19 pandemic 
and uncertainty over the recovery in energy 
demand. Peter McNally, analyst at Third 
Bridge, predicted companies would not rush 
to shift strategies over the latest spike in 
commodity prices. 

“Everyone has been telling these compa-
nies not to drill so much, whether it’s the 
shareholders, (socially minded) investors or 
President (Joe) Biden,” he said. “The indus-
try has twice been at price points like this 
over the last year and it hasn’t ended well.” 

Dan Pickering of Houston-based 
Pickering Energy Partners thinks the politi-
cal and investor tone towards energy could 
become “less adversarial and more support-
ive” in light of Ukraine. “Climate goals won’t 

go away, but those long-term initiatives will 
wind up more balanced against short-term 
necessities,” he said. 

As the world’s third biggest producer of 
oil and the source of as much as 40 percent 
of Europe’s natural gas, Russia’s centrality 
to the global economy as an energy pro-
ducer has been a key factor in the West’s 
response to the invasion of Ukraine. On 
Thursday, the White House announced a 
barrage of new penalties on Russia, includ-
ing sanctions on four major Russian banks 
and export controls to impede Russia’s 
high-tech industry. The measures, though, 
stopped short of moving directly to impede 
Russia’s energy production. But Thursday’s 
rise in oil and natural gas prices from 
already elevated levels pointed to the 
unease surrounding Russia’s output, a 
dynamic that also boosted shares of 
Cheniere Energy, a producer of liquefied 
natural gas that could be used to supple-
ment European stockpiles. — AFP 

Ukraine crisis  
challenges oil  
industry caution 

WASHINGTON: The leaders of the World 
Bank and IMF signaled Thursday they were 
ready to help Ukraine, while warning that 
Russia’s invasion will have repercussions for 
the global economic recovery. 

IMF Managing Director Kristalina 
Georgieva said she was “deeply con-
cerned” about the fighting’s impact on the 
people of Ukraine, and cautioned in a 
tweet that the conflict “adds significant 
economic risk for the region & the world.” 
The International Monetary Fund contin-
ues to assess the economic impact, but will 
“stand ready to support our members as 
needed,” she said. 

The Washington-based crisis lender is 
in the process of deploying $2.2 billion in 
assistance to Ukraine under a loan pro-
gram set to end in June. 

Georgieva has said the fund could pro-

vide aid to other countries impacted by 
any spillover effects of the conflict, if need-
ed. World Bank President David Malpass 
said in a statement the Washington-based 
development lender “is horrified by the 
shocking violence and loss of life,” and 
warned that “the devastating developments 
in Ukraine will have far-reaching economic 
and social impacts.” 

“We stand ready to provide immediate 
support to Ukraine and are preparing 
options for such support, including fast-
disbursing financing,” Malpass said, adding 
that the World Bank and IMF were coordi-
nating to monitor the impacts of the 
Russian aggression. 

The snowballing conflict already has 
sent oil prices soaring to their highest level 
since 2014, adding to worrying global infla-
tion pressures. In January, the IMF cut its 
world GDP forecast for 2022 to 4.4 per-
cent, half a point lower than its previous 
estimate in October, due to “impediments” 
caused by the latest coronavirus outbreak. 
US President Joe Biden on Thursday 
announced severe new sanctions on 
Moscow, including freezing assets of major 
banks and cutting off high tech exports to 

the country, in coordination with Europe. 
However, analysts note that Moscow 

has prepared for years to withstand such 
sanctions, building up a war chest of cash 
and gold, and has very low debt. “It’s not 
a coincidence. I think it’s very much part 
of what we call fortress Russia strategy,” 
said Elina Ribakova of the Institute of 
International Finance, a global banking 
association. “It was a very deliberate shift 
in macroeconomic policy to accommo-
date geopolitical ambitions,” she told 
AFP. “They have a piggy bank that can 
protect them.” 

The conflict could also change the 
Federal Reserve’s calculus when it comes 
to fighting inflation in the United States, a 
central bank official said Thursday. 

The Fed next month is expected to hike 
rates for the first time since Covid-19 broke 
out, but it might have to move more 
aggressively if the Ukraine crisis disrupts 
commodities and raises prices. 

Loretta Mester, president of the 
Cleveland Federal Reserve Bank, said the 
US central bank will monitor the conflict’s 
impact on the world’s largest economy. 
“The implications of the unfolding situation 

in Ukraine for the medium-run economic 
outlook in the US will also be a considera-
tion in determining the appropriate pace at 
which to remove accommodation,” she said 
in a speech. — AFP

GLASGOW: In this file photo, IMF managing 
director Kristalina Georgieva speaks dur-
ing a panel discussion at the COP26 UN 
Climate Summit in Glasgow. — AFP

IMF, WB warn of  
global impacts  
from Ukraine war

WASHINGTON: S&P Global 
Ratings downgraded Ukraine’s long-
term debt rating yesterday, hours 
after a similar move by Fitch, with 
both citing the impact of the ongoing 
Russian invasion. S&P downgraded 
its rating from B to B-, with a nega-
tive outlook, noting potential disrup-
tions to key sectors such as agricul-
tural exports and the country’s gas 
pipeline network. 

“The Russian decision to launch a 
military attack on the country adds 
significant negative risks to its eco-
nomic prospects, jeopardizing the 
service of the debt,” the credit rating 
agency said in a statement. 

Russian President Vladimir Putin 
unleashed a full-scale invasion of 
Ukraine on Thursday that has so far 
killed scores of people, forced more 
than 50,000 to flee in just 48 hours 
and sparked fears of a new Cold War 
in Europe. Fitch on Friday cut the 
rating on Ukrainian government debt 
to “CCC” from “B”, saying the inva-
sion had created a “severe negative 
shock.” 

“The military invasion by Russia 
has resulted in heightened risks to 
Ukraine’s external and public 
finances, macro-financial stability 
and political stability,” Fitch said, 
noting the “high uncertainty” about 
the length of the conflict. Moody’s 
also issued a warning that it could 
downgrade both Ukraine and 
Russia’s debt ratings over the war. 

“These events represent a signifi-
cant further elevation of the geopo-
litical risks that Moody’s had previ-
ously highlighted, which is being 
accompanied by additional and more 
severe sanctions on Russia, poten-
tially including those that could 
impact sovereign debt repayment,” 
that agency said. — AFP 

S&P and Fitch  
downgrade  
Ukraine’s debt  
over crisis

COLOMBO: One of Sri Lanka’s biggest 
fuel suppliers put up its prices by as much 
as 12 percent yesterday, as the cash-
strapped island’s energy crisis worsened. 
Lanka IOC, a fuel retailer which accounts 
for a third of the market, said it was increas-

ing prices for diesel-commonly used by 
public transport-by 12 percent, and petrol 
up 11 percent. 

The increases came after a seven per-
cent price rise three weeks ago and will 
add to the upward pressure on inflation, 
already at a record high. The island is in the 
grips of an economic crisis after the 
tourism sector, a key foreign-exchange 
earner, collapsed in the wake of  COVID-
19 pandemic. The government imposed a 
broad import ban in March 2020 in an 
effort to save foreign currency. 

The country is now suffering widespread 
shortages, including fuel, electricity, auto-
motive parts and cement, with supermarkets 

forced to ration staple foods including rice, 
sugar and milk powder. 

The shortages pushed food inflation to 
25 percent last month with overall inflation 
at 16.8 percent. 

There was no immediate energy price 
revision by the state-run Ceylon Petroleum 
Corporation (CPC), but most of its pumps 
have been out of fuel for days. Energy min-
ister Udaya Gammanpila announced this 
week that he expected fuel shortages to 
ease in “days”, but warned that a sharp 
price increase was necessary to retain the 
viability of the loss-making CPC. 

Gammanpila said the CPC continued to 
haemorrhage cash and was already carrying 

debts exceeding $3.5 billion. The CPC loss 
for last year was $450 million, he added. 
“Earlier, we were short of dollars to import 
oil. Now we don’t have the rupees to buy 
the dollars,” Gammanpila said. 

Several thermal power stations, meanwhile, 
have closed with the electricity utility extend-
ing daily power cuts to five-and-half-hours a 
day from Friday. Three international rating 
agencies have downgraded the island since 
late last year on fears it may not be able to 
service its $35 billion sovereign debt. Sri 
Lanka has also sought more loans from 
Beijing to help repay its existing Chinese debt, 
which accounts for about 10 percent of the 
country’s external borrowings. — AFP 

Fuel prices raised  
in Sri Lanka 
as energy 
crisis worsens

NEW YORK: Energy companies bid a 
record $4.37 billion Friday for leases to 
develop wind power off the US east 
coast, authorities said, after sales key 
to America’s renewable electricity 
ambitions. 

The six sites are in an area called 
the New York Bight and total 488,000 
acres (197,500 hectares), making it 
the biggest US renewable power auc-
tion ever. Development of all six tracts 
could generate as much as seven 

gigawatts of wind energy, enough to 
power some two million homes, offi-
cials said. 

“The investments we are seeing 
today will play an important role in 
delivering on the Biden-Harris adminis-
tration’s commitment to tackle the cli-
mate crisis,” Interior Secretary Deb 
Haaland said in a statement. Bidders 
seeking leases to operate and install 
turbines in these areas quickly exceed-
ed previous levels and resulted in the 

“nation’s highest-grossing competitive 
offshore energy lease sale in history, 
including oil and gas,” the Interior 
Department added. In the last auction 
of offshore areas in 2018, the lots had 
gone for about $1,040 per acre, nut 
this time they went for nearly $9,000 
per acre after three days and 64 
rounds of bidding. Bidding started at 
$48.8 million, with the largest lot being 
snapped up by Bight Wind Holdings for 
$1.1 billion. — AFP 

US offshore wind power lease sale nets record $4.3bn


