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FRANKFURT, Germany: Germany moved closer to
rationing natural gas on Thursday as it raised the alert
level under an emergency plan after Russia slashed
supplies to the country. “Gas is now a scarce commod-
ity in Germany,” Economy Minister Robert Habeck
told reporters at a press conference.

Russia was using gas “as a weapon” against
Germany in retaliation for the West’s support for
Ukraine following Moscow’s invasion, Habeck said,
with the aim of “destroying” European unity. But the
Kremlin dismissed Germany’s suggestion there were
political motives behind the limits to supply as
“strange”.

Germany, like a number of other European coun-
tries, is highly reliant on Russian energy imports to
meet its needs. Triggering the “alarm” level-the second
of three steps under the emergency plan-brings
Germany a step closer to the final stage that could see
gas rationing in Europe’s top economy. The increased
level reflected a “significant deterioration of the gas
supply situation”, Habeck said. “If we do nothing now,
things will get worse,” Habeck said.

Russian rebuttal 
Russian energy giant Gazprom cut supplies to

Germany via the Nord Stream pipeline by 60 percent
last week, blaming the new limits on delayed repairs.
Germany has dismissed the technical justification pro-
vided by Gazprom, instead calling the move a “political
decision”. Kremlin spokesman Dmitry Peskov said
Thursday there was “no double meaning” in the supply

decision. “Our German partners are well aware of the
technological servicing cycles of a pipeline,” he said.
“It’s strange to call it politics.” In recent weeks,
Gazprom has stopped deliveries to a number of
European countries, including Poland, Bulgaria, Finland
and the Netherlands.

Supplies of gas to Europe’s largest economy were
“secure”, Habeck said, but action was still required to
prepare for the winter ahead. To mitigate the risks
from a supply cut, the government mandated gas stor-
age facilities be filled to 90 percent by the beginning
of December.

Currently, the country’s stores stand just under 60
percent full, above the average level of previous years.
The targets would, however, be hard to hit if exports
onwards to other countries were not limited-a move
that could prove difficult within Europe. Were these to
return to the level they were at before the most recent
supply squeeze, Germany could face an acute gas
shortage in February 2023. A further supply cut could
make the situation even worse.

Supply stoppage 
The German government expects supply to stop

between July 11 and July 25 for annual maintenance on

the Nord Stream pipeline. If deliveries do not resume
after the service period, Germany could face a short-
age of gas as soon as “mid-December”.

S ince the outbreak of  the war  in  Ukraine ,
Germany has managed to reduce the share of its
natural gas supplied by Russia from 55 percent to
around 35 percent. The government has found
new sources  of  supply, acce lerated p lans  to
import gas in the form of LNG by sea, and put
aside 15 billion euros ($15.8 billion) to buy gas to
fill storage facilities.

Germany also decided to reactivate mothballed
coal-fired power plants to take the burden for electric-
ity generation off gas. In contrast, the government
shrugged off calls to extend the operational lifetime of
its nuclear power plants.

Prolonging the use of the final reactors set to be
taken off the grid at the end of the year was “not an
option”, it said Wednesday. Germany had to look to
see what “energy saving potential” existed, Habeck
said Thursday.

Households could “make a difference” by conserv-
ing energy, after Germany launched a campaign to
encourage fuel-saving measures, he said, while indus-
try could also make a further contribution. — AFP

Germany raises natural gas alert 
level after Russia slash supplies

Russia using gas ‘as a weapon’ against Germany in retaliation for West’s support for Ukraine

WASHINGTON: The US economy remains strong but
a series of aggressive rate hikes meant to cool soaring
inflation could eventually trigger a recession, Federal
Reserve Chair Jerome Powell cautioned Wednesday.
Powell, whose testimony before senators was closely
watched by investors and analysts, also said the world’s
largest economy faces an “uncertain” global environ-
ment and could see further inflation “surprises.”

The Fed chair again stressed that policymakers
understand the hardships caused by rising prices and
are committed to bringing down inflation, which has
reached a 40-year high. Last week, the US central bank
announced the sharpest interest rate increase in nearly
30 years and promised additional similar moves to com-
bat the price surge, with gas and food costs skyrocket-
ing and millions of Americans struggling to get by.

But when peppered with questions about the
prospect of a recession, Powell acknowledged the risk.
“It’s not our intended outcome at all, but it’s certainly a
possibility,” he told the Senate Banking Committee.

“And frankly, the events of the last few months around
the world have made it more difficult for us to achieve
what we want, which is two percent inflation and still a
strong labor market.” In his opening remarks, Powell
insisted the US economy “is very strong and well posi-
tioned to handle tighter monetary policy.” “Inflation has
obviously surprised to the upside over the past year, and
further surprises could be in store,” the Fed chief said in
his semi-annual appearance before Congress.
Policymakers “will need to be nimble” given that the
economy “often evolves in unexpected ways,” he said.

The Fed is facing intense criticism that it was too slow

to react to the changing economy, which benefited from
a flood of federal government stimulus. Last week’s
super-sized 0.75-percentage-point increase in the
benchmark lending rate was the third since March, tak-
ing the policy rate up a total of 1.5 points. Powell at the
time said a similar increase was likely in July.

The ideal scenario would be for those moves to cool
the economy enough to douse inflation pressures, with-
out choking off growth-the hoped-for “soft landing.” “I
think it’s going to be very challenging,” Powell said,
insisting there are “pathways” to avoid recession, and
that he does not view the risk of a downturn as “particu-
larly elevated.”

Financial markets seemed cheered by his relatively
upbeat comments, which echo those of other Fed offi-
cials in recent days who have pushed back against rising
pessimism. But Wall Street stocks lost steam late in the
trading session, and the Dow finished the day down 0.2
percent.

‘Essential’ to curb inflation 
In addition to easing the financial strain on less-

wealthy American families, the Fed chief said tamping
down inflation was “essential” to maintain a healthy labor
market. The US economy recovered quickly from the
Covid-19 pandemic, helped by robust consumer spend-
ing, and has continued to create jobs at a strong pace,
pushing unemployment down to near a 50-year low.

But the buoyant demand for homes, cars and other
goods clashed with transportation and supply chain
snarls in parts of the world where Covid-19 has
remained a challenge. That fueled inflation, which got
dramatically worse after Russia invaded Ukraine in late
February and Western nations imposed stiff sanctions on
Moscow, sending food and fuel prices up at a blistering
rate. But Powell noted that inflation is a global issue, not
unique to the United States. Many major central banks
have joined the Fed in beginning to tighten monetary
policy-with the notable exception of the Bank of Japan.

Powell said many factors driving inflation are beyond
the Fed’s control, but he pointed to signs that rising rates
are having an impact, as business investment slows and
“activity in the housing sector looks to be softening, in
part reflecting higher mortgage rates.”

Average home loan rates jumped to 5.23 percent in
May for a 30-year, fixed-rate mortgage, from 4.98 per-
cent in April, according to Freddie Mac, while the median
price for homes topped $400,000 for the first time. “The
tightening in financial conditions that we have seen in
recent months should continue to temper growth and
help bring demand into better balance with supply,”
Powell said. — AFP

Workers strike at 
world’s largest 
copper producer

SANTIAGO, Chile: Workers at Chile’s state mining
company Codelco, the largest producer of copper in
the world, launched an open-ended strike Wednesday
to protest the closure of a foundry in one of the coun-
try’s most polluted regions. Police said they arrested 18
people as striking workers, waving Chilean flags and
setting tires on fire, blocked entry to six mining facili-
ties around the country. They did this mainly at the
Ventanas foundry, which the government announced
last week that it would shut down.

Union leaders said the strike had paralyzed
Codelco altogether but Finance Minister Mario Marcel
said it had “altered” production but not shut it down.
The Copper Workers Federation said the strike will
cost Codelco-which produces around eight percent of
the world’s copper amounting to 10-15 percent of
Chile’s GDP — $20 million a day. Marcel contested
that figure.

The FTC represents around 14,000 Codelco work-
ers and another 40,000 external contractors, accord-
ing to Pantoja. Unions described the closure of the
Ventanas foundry, located around 140 kilometers west
of the capital Santiago, as “arbitrary,” and are
demanding the government invests $54 million to bring

the plant up to the highest environmental standards.

‘Standards very low’ 
Government spokeswoman Camila Vallejo said the

government remains open to dialogue but that it was
focused on “a more sustainable model of develop-
ment.” “Our standards are very low and if we truly
want to meet our environmental commitments we have
to be guided by” World Health Organization standards,
she added. Codelco’s decision comes after an incident
on June 9 when 115 people, mostly school children,
suffered sulphur dioxide poisoning released by heavy
industry, provoking the closure of schools in the area.

It was the second such incident in a matter of just
three days. Sulphur dioxide is a classic air pollutant
usually linked to the burning of fossil fuels.
Greenpeace described the area around the Ventanas
plant as “Chile’s Chernobyl” following a serious inci-
dent in 2018 when around 600 people in Quintero and
Puchuncavi received medical treatment for symptoms
such as vomiting blood, headaches, dizziness, paralysis
of their extremities and strange red marks on children’s
skin. Last week, President Gabriel Boric hit out at
Chile’s record on polluting the environment. “We don’t
want any more areas of (environmental) sacrifice,” he
said. “There are now hundreds of thousands of people
who live in our country exposed to severe degradation
of the environment that we have provoked or allowed
and, as a Chilean, that makes me feel ashamed.”

Pollution accumulated in the area of Quintero and
Puchuncavi, home to around 50,000 people, after the
government decided in 1958 to convert it into an
industrial center that now hosts four coal-fired power
stations and oil and copper refineries. — AFP

BERLIN, Germany: German Minister of Economics and
Climate Protection Robert Habeck shows a graph featur-
ing forecasts of gas storage levels as he gives a press
conference on energy supply security, on June 23, 2022
at his Ministry in Berlin. — AFP

Oil prices tumble 
on recession fears 
NEW YORK: Oil prices fell Wednesday on worries
over weakening demand in the slowing global econo-
my as Federal Reserve Chief Jerome Powell acknowl-
edged interest rate hikes could lead to a recession. US
stocks had a choppy session, pushing into positive ter-
ritory for a time after Powell reiterated the need to
counter soaring inflation, but cautioned that a reces-
sion was “certainly a possibility” amid the ongoing
interest rate hikes.

But New York shares retreated again at the end of
the day, though they ended with smaller losses than
major European and Asian bourses. The S&P 500 fin-
ished just 0.1 percent lower, meaning it maintained
most of the gains from Tuesday’s heady session. “The
stock market had ample reasons to sell aggressively
into yesterday’s strength, but it didn’t,” Briefing.com
said. “That resilience fostered a sense that the existing
growth concerns have been adequately prices into the

market for now.” In his opening remarks, Powell insist-
ed the US economy “is very strong and well positioned
to handle tighter monetary policy.” “Inflation has obvi-
ously surprised to the upside over the past year, and
further surprises could be in store,” the Fed chief said
in his semi-annual appearance before Congress.

Policymakers “will need to be nimble” given that the
economy “often evolves in unexpected ways,” he said.
Oil prices were feeling the heat from recessionary
fears, with both main contracts tanking more than six
percent at one point.

“Concerns about a global slowdown appear to be
outweighing any concern over supply issues derived
from Russia’s invasion of Ukraine, and the prospect
that Chinese demand could return,” said market ana-
lyst Michael Hewson at CMC Markets. US President
Biden asked Congress to suspend the federal gas tax
for three months as price increases at the pump-in
large part spurred by fallout from President Vladimir
Putin’s invasion of Ukraine and subsequent Western
sanctions on Russia-have fueled rising inflation. In a
televised address, Biden called for a pause in the fed-
eral tax on gasoline of 18 cents a gallon until
September.—AFP

US Fed chair admits recession 
a ‘possibility’ after rate hikes

WASHINGTON: Jerome Powell, Chairman, Board of
Governors of the Federal Reserve System testifies before
the Senate Banking, Housing, and Urban Affairs
Committee in Washington, DC. — AFP

PUCHUNCAVI, Chile: Miners blocking access to the Ventanas smelter during the start of an “undefined” national
strike of workers of the state mining company Codelco — the world’s largest copper producer — in Las Ventanas, in
the bay of Quintero and Puchuncavi. — AFP

UK debt repayments
soar on high inflation 
LONDON: Interest repayments on UK government
debt have soared as the country’s inflation reaches
the highest levels in decades, official data showed
Thursday. Repayments in May stood at £7.6 billion
($9.3 billion), up 70 percent compared with a year
earlier, the Office for National Statistics said in a
statement.

It was the third biggest amount on record and high-
est for the month of May, the ONS added. “The recent
high levels of debt interest payments are largely a

result of higher inflation,” the statistics office said.
The ONS added that the government’s net borrow-

ing in fact fell to £14 billion in May from £18 billion a
year earlier, when the state was still funding the bulk of
private-sector wages to safeguard jobs during the
pandemic.

“There is nowhere inflation is not making its pres-
ence felt and the hike in interest payments on the gov-
ernment’s debt mountain is a prime example,” noted AJ
Bell financial analyst Danni Hewson. Countries around
the world are battling soaring inflation caused by
rocketing energy and food prices. In the UK, inflation
reached 9.1 percent in May, the highest level for 40
years. The annual rate is set to top 11 percent before
the end of the year according to the Bank of England,
raising the prospect of recession. — AFP


