
BALI: Russia’s war in Ukraine poses the greatest threat to
the global economy, US Treasury Secretary Janet Yellen
said Thursday as G20 ministers prepare to start talks in
Indonesia. Moscow’s invasion has sent inflation soaring at
a time when the world is struggling to recover from the
Covid-19 pandemic, endangering the gains of the past two
years and threatening widespread hunger and poverty.
“Our greatest challenge today comes from Russia’s illegal
and unprovoked war against Ukraine,” she said on the
resort island of Bali ahead of a meeting between finance
ministers from the world’s top economies and central bank
governors on Friday and Saturday.

“We are seeing negative spillover effects from that
war in every corner of the world, particularly with
respect to higher energy prices, and rising food insecuri-
ty,” she added. “Representatives of Putin’s regime have
no place at this forum.” Yellen said she will continue to
press G20 allies at the meeting for a price cap on
Russian oil to choke off Putin’s war chest and pressure
Moscow to end its invasion while bringing down energy
costs. “A price cap... is one of our most powerful tools to

address the pain that Americans and families across the
world are feeling at the gas pump and the grocery
store,” she said. “A limit on the price of Russian oil would
deny Putin revenue his war machine needs.” She
expressed hope that India and China would join such a
cap, saying it “would serve their own interests” to put
downward pressure on prices for consumers globally.

Silent on walkout 
But she refused to be drawn on whether Western offi-

cials will stage a multi-nation walkout when Russian offi-
cials speak, as they did at a G20 meeting in Washington
in April. “It cannot be business as usual,” she said. “I can
tell you that I can certainly expect to express in the
strongest possible terms my views on Russia’s invasion.”

“I expect that many of my colleagues will do the
same.” Russian Finance Minister Anton Siluanov will only
attend the talks virtually, a week after Foreign Minister
Sergei Lavrov found himself outnumbered by G20 coun-
terparts in their criticism of Moscow’s military assault.

Ukraine is a vital exporter of wheat, grains and sun-

flower oil, but shipments have been disrupted since
Russia invaded in February, creating a policy headache
for world leaders as well as the risk of a humanitarian
crisis. The Treasury chief, who arrived in Indonesia after
meeting her Japanese counterpart in Tokyo, said it was
“troubling” to see the impacts of the war, contributing to
higher energy prices, food insecurity and the rising
prospect of hunger globally.

She said she will press G20 countries to do more for
developing countries “given the deteriorating global
economic conditions” since Moscow’s invasion. “A key
objective of this trip is to push G20 creditors including
China to finalise debt restructuring for developing coun-
tries now facing debt distress,” she said.

Turning to Sri Lanka, whose leader fled the country
this week after mass protests over the country’s dire
economic crisis, Yellen said she hoped Beijing-a major
creditor of the South Asian island-would step in to help.
“Sri Lanka is clearly unable to repay that debt and it’s
my hope that China will work with Sri Lanka to restruc-
ture the debt,” she said.

Global outlook ‘darkened’ 
Yellen’s comments echo the head of the

International Monetary Fund, who said Wednesday
that the global economic outlook had “darkened sig-
nificantly” because of Moscow’s invasion, just months
after it revised down its global growth forecast for
2022 and 2023.

The IMF is “projecting a further downgrade to glob-
al growth” in 2022 and 2023, Kristalina Georgieva said
in a blog post published ahead of this weekend’s meet-
ing. The risk of “social instability” was also increasing
because of rising food and energy prices, she wrote.

But there was substantive progress made in
attempts to break the impasse on Wednesday after
Russia and Ukraine met in Turkey for their first direct
talks since March on a deal to relieve the food crisis
caused by blocked Black Sea grain exports.

UN Secretary General Antonio Guterres called it a
“ray of hope to ease human suffering and alleviate
hunger around the world” ahead of another planned
round of talks next week. — AFP
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NUSA DUA, Indonesia: US Treasury Secretary Janet Yellen speaks during a press conference before attending the G20 Finance Ministers Meeting in Nusa Dua on the Indonesian resort island of Bali on July 14, 2022. — AFP

EU cuts growth 
forecasts as 
inflation surges
BRUSSELS: The European Commission on Thursday
slashed growth forecasts for the eurozone, saying the
consequences from the war in Ukraine were continu-
ing to destabilise the economy because of record high
inflation. The EU executive, which tracks the economy
for the 27 countries in the European Union, said GDP
growth in the eurozone would reach 2.6 percent in
2022 and a sharply lowered 1.4 percent in 2023.

Inflation would end the year at 7.6 percent, much
higher than previously forecast, and 4.0 percent in
2023. This is still well above the EU’s target level of 2.0
percent and up from a previous prediction of 2.7 per-
cent. “The evolution of the war and the reliability of
gas supplies are unknown, so this forecast is subject to
a high degree of uncertainty and downside risks,” EU
Economy Commissioner Paolo Gentiloni told a press
conference.

In its forecast, the commission said the Russian
invasion of Ukraine had put “additional upward pres-
sure” on energy and food prices, which were eroding
the purchasing power of households.

Other factors negatively affecting growth include
the “faster than expected” tightening of monetary poli-
cy by the European Central Bank, which it says is need-
ed to curb inflation. Added to this is the “continued
deceleration of growth in the US” and the impact of
Beijing’s anti-COVID lockdowns, which have led to fac-
tory closures and depressed demand. On the inflation
front, the commission estimates the peak should be
reached in the third quarter of this year and will then
fall gradually to below 3.0 percent by the end of 2023.
Consumer price inflation hit a new record high in the
eurozone in June, at 8.6 percent year-on-year. —AFP

VIENNA: The European Court of Justice (CJEU) on
Thursday ruled illegal software fitted to Volkswagen
diesel vehicles which deactivates the filtering of pollut-
ing emissions at certain temperatures, paving the way
for compensation for affected customers.

“Software in diesel vehicles which reduces the
effectiveness of the emission control system at normal
temperatures during most of the year constitutes a
prohibited defeat device,” the EU’s court ruled.

The software reduces or even completely deacti-
vates the filtering when temperatures are below 15 and
higher than 33 degrees Celsius (59 degrees
Fahrenheit). “Emission limits laid down at EU level
must be observed even where those temperatures are
significantly below 15 degrees Celsius,” the court said
in its rulings.

Austria’s Supreme Court and two regional courts
brought the case to the CJEU following complaints of
buyers, who bought Volkswagen vehicles between
2011 and 2013. In a reaction to the ruling, the German
automaker insisted it meant the thermal windows used
in its vehicles “remain permissible”.

“They protect against immediate risks to the engine
in the form of damage or accident,” the company said.

“The exhaust gas recirculation of the EA189 vehicles
affected by the proceedings is 100 percent active up
to an outside temperature of 10 degrees Celsius and
thus for most of the year,” it added.

Volkswagen said it expected the ruling’s impact to
be “minor”. “National authorities and courts must still
decide on a case-by-case basis whether a specific
thermal window is permissible,” it said.

“Civil law actions that base an alleged claim for
damages on the existence of a thermal window will
continue to be unsuccessful.” Several million vehicle
owners could take action against the Wolfsburg-based
group, said German lawyer Claus Goldenstein, who
represents more than 45,000 complainants in the sep-
arate so-called “dieselgate” scandal involving
Volkswagen. “With today’s decision, Volkswagen is
once again caught up in the exhaust gas scandal,” he
said in a statement. In the “dieselgate” scandal that
broke out in 2015, Volkswagen has admitted tampering
with millions of diesel vehicles to dupe emissions tests.

The scandal has since ensnared several top
European carmakers and car part suppliers over their
alleged roles in the development of the cheating soft-
ware. — AFP

BRUSSELS, Belgium: EU commissioner for Economy
Paolo Gentiloni arrives for a press conference at the
EU headquarters in Brussels on July 14, 2022. — AFP
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JPMorgan Chase 
reports lower profits
NEW YORK: JPMorgan Chase reported a drop in
second-quarter profits on Thursday as it warned of a
weakening global economic outlook that prompted it
to set aside additional funds to cover potential bad
loans. Executives sketched out a complex economic
picture, with US households still relatively well off in
terms of savings, a strong job market and robust con-
sumer spending.

But headwinds-including high inflation, geopolitical
uncertainty and fast-changing Federal Reserve policy
to sharply curtail liquidity-”are very likely to have
negative consequences on the global economy some-
time down the road,” said Chief Executive Jamie
Dimon in an earnings press release.

While consumers are “in very good shape,” there
are “a serious set of issues” that threaten the outlook,
Dimon told reporters on a conference call.

These include the worry that Russia will cut off
Germany’s natural gas supply and the possibility that
the Federal Reserve’s aggressive plan may not be suffi-
cient to rein in inflation. “The markets will be volatile,”
Dimon predicted. “You can’t have all these kind of
things going on and not have volatile markets.”

The big US bank’s earnings came in at $8.6 billion
for the second quarter, down 28 percent from the
year-ago period in results that missed analyst expec-
tations. Revenues were $30.7 billion, up one percent.
The bank said it added $428 million in credit reserves
due to a “modest deterioration in the economic out-
look.” In the year-ago period, JPMorgan’s profits were
boosted by a $3 billion release in reserves.

The bank experienced $657 million in charge-offs
for bad loans, up only modestly from the level in the
previous quarter. JPMorgan enjoyed a boost from
higher net interest income following Fed interest rate
increases. But the bank also incurred higher expenses
on salaries, technology and marketing.

In corporate and investment banking, JPMorgan
posted higher revenues in its trading businesses, but
lower investment banking fees. JPMorgan temporarily
suspended share buybacks to meet new federal stress
test requirements for managing risk assets, Dimon
said.

Consumers still spending 
The results came as the Labor Department report-

ed another large spike in wholesale prices, one day
after US consumer prices jumped the most in more
than four decades. Rising prices are the heart of
investor fears about the consumer-driven US economy.
But JPMorgan Chief Financial Officer Jeremy Barnum
said “there’s essentially no evidence” at this point of a

drop-off in consumption. The bank’s credit card data
confirms that consumers are spending more on food
and gasoline, but that they are still also spending on
travel and dining. “That indicates to us that consumers
still don’t feel so pinched by inflation that they’re cut-
ting back on discretionary spending, and that’s a rela-
tively positive sign,” Barnum said. Persistently high
inflation has also raised fears that the Fed will adopt an
even tougher line on monetary policy after the central
bank announced a 0.75-percentage-point hike, its
biggest since 1994.

The latest inflation readings have prompted talk of
a potential one percent increase at the Fed meeting
later this month-one that Federal Reserve Governor
Christopher Waller said Thursday he would support.

Dimon said the 20 percent drop in the stock market
in 2022 and the anemic state of initial public offerings
and other corners of the financial system are evidence
of the hit from the Fed shift. But the impacts could
worsen if the US central bank is unable to slow the
economy with a “soft landing,” Dimon said. Shares fell
4.6 percent to $106.78 in morning trading. — AFP

VERSAILLES, France: JP Morgan CEO Jamie Dimon (L) reacts next to France’s President Emmanuel Macron in a
meeting during the 5th edition of the “Choose France” Business Summit, in Versailles, southwest of Paris. — AFP


