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KYIV, Ukraine: Ukraine on Wednesday said Russia
had halted gas supplies through a key transit hub in
the east of the country, fuelling fears Moscow’s inva-
sion could worsen an energy crisis in Europe. Ukraine
pipeline operator GTSOU said in a statement that
Russian state energy giant Gazprom had “stopped
supplying gas” to the key Sokhranivka transit point.

The claim came as GTSOU announced late Tuesday
it was suspending flows through Sokhranivka citing
interference by Russia’s invading army. Also on
Tuesday, Ukraine state energy company Naftogaz said
it told Gazprom it was no longer responsible for transit
of gas through territory occupied by Russian forces,
volumes it said accounted for one-third of the total
transiting Ukraine to Europe.

Kyiv’s announcement has fuelled fears that Russia’s
invasion of its pro-Western neighbour could further
push up prices at a time when they are already soar-
ing, with Germany saying it was monitoring the situa-
tion “closely”. “Gazprom turned off the tap” to
Sokhranivka, GTSOU said on Wednesday.

The company also said Russia had redirected gas
intended for transit through Ukraine to the breakaway
republics held by pro-Russian separatists in the east.
GTSOU had promised to temporarily reroute all sup-
plies via another crossing point in the north, Sudzha, to
“fulfil its transit obligations to European partners in
full”. Svitlana Zalishchuk, a top advisor at Ukraine
state energy company Naftogaz, told AFP Russia had
increased volumes through Sudzha by 15 percent but
warned it was “not enough” to compensate for the
drop though Sokhranivka. 

Berlin ‘closely monitoring’ 
Figures released by GTSOU on Wednesday showed

flows through Sokhranivka had dropped to zero. It
said the amount of gas transiting Ukraine via these
routes on Wednesday could fall by 18 percent, or 16
million cubic meters, compared to Tuesday. Russia’s
Gazprom denied there was a case for the Ukrainian
operator to declare “force majeure” and said it was
impossible to reroute all the supplies.

“It’s a political game on their side. They will try to
show us as irresponsible, but it is exactly the oppo-
site,” Zalishchuk told AFP. Gazprom told TASS news
agency that supplies transiting Ukraine on Wednesday
were at 72 million cubic meters in total, compared to
95.8 million cubic meters the day before.

In Berlin, a spokeswoman for the German economy
ministry confirmed they were “monitoring the situation
closely” and said “Germany’s energy security currently
continues to be guaranteed”.

And the Kremlin insisted Russia “has always reli-
ably fulfilled-and intends to fulfil-its contractual obli-
gations”. Ukraine is a major supply route for Russian
gas to Europe and the two sides have kept flows
going even after the Kremlin sent troops into Ukraine
on February 24. The European Union is scrambling to
lessen its reliance on Russian energy supplies, but it
has shied away from imposing sanctions on crucial
gas flows. — AFP

Halt fuels fears Moscow’s invasion could worsen an energy crisis in Europe 

KUALA LUMPUR: Bank Negara Malaysia joins other cen-
tral banks around the world in tightening monetary policy
as the cost of everyday goods is pushed higher by supply
chain problems and surging commodity prices.

Ukraine says Russia halts gas 
supplies at key transit point

MOSCOW, Russia: People walk in front of Russia’s Government building in Moscow on May 11, 2022. Kyiv said on May
11 that Russia’s invasion and occupation of east Ukraine was jeopardizing transit of a third of all Russian gas through
its territory to Europe countries. — AFP

Malaysia central 
bank hikes rate 
to tame inflation
KUALA LUMPUR: Malaysia’s central bank raised its
key interest rate on Wednesday for the first time since
2020, in a surprise move aimed at taming inflation.
Bank Negara Malaysia joins other central banks
around the world in tightening monetary policy as the
cost of everyday goods is pushed higher by supply
chain problems and surging commodity prices.

The bank lifted its main rate 25 basis points to two
percent, despite most economists having predicted no
change until later in the year. It was the first hike since
July 2020, when rates were slashed to a historic low to
combat the impact of the coronavirus pandemic.
“Inflationary pressures have increased sharply due to
a rise in commodity prices, strained supply chains and
strong demand conditions, particularly in the US,” the
central bank said in a statement.

With life returning to normal as the pandemic
abates, the Malaysian economy is now on a “firmer
footing”, giving policymakers room to start tightening
policy to head off inflation, it said. Malaysia’s headline
inflation was 2.2 percent in March, lower than in many
other countries, but food inflation jumped four percent
and economists expect further increases. Fears are
growing that inflation could accelerate further world-
wide as China’s pandemic lockdowns heighten pres-
sure on global supply chains and the Ukraine war
pushes up commodity prices. — AFP 

Qatar Airways, Virgin 
Australia unveil 
partnership at ATM
KUWAIT: Qatar Airways, voted the ‘World’s Best
Airline’ at the 2021 Skytrax industry awards, and
Australia’s most loved carrier, Virgin Australia have
today unveiled a new strategic partnership that will
significantly expand both airlines’ networks, lounges
and loyalty programs. Commencing mid-year, the
partnership will give travelers greater access, unparal-
leled customer experience and unique benefits when
travelling between Australia and Qatar Airways’ global
network, with convenient transit options across Qatar
Airways’ Australian gateways and key Virgin Australia
hubs, including Melbourne, Sydney, Brisbane,
Adelaide and Perth. The strategic alliance will provide
a critical trade and tourism boost for Australia, while
opening a world of new travel opportunities for both
airline’s customers.

The partnership agreement was announced at the
start of the Arabian Travel Market in Dubai, where
Qatar Airways has a significant presence. Qatar
Airways currently operates daily flights into
Melbourne, Sydney, Brisbane, and Perth as well as
three weekly flights into Adelaide continuing into
Auckland, New Zealand. Thanks to the new codeshare
agreement, Qatar Airways’ passengers will be able to
travel seamlessly to 35 destinations on Virgin
Australia’s extensive domestic network, including key
popular Australian tourist destinations, including
Cairns, Gold Coast, Alice Springs and Broome, on a
single booking. Qatar Airways’ passengers will also
have access to Virgin Australia’s recently relaunched
short-haul international markets, including Fiji and
Queenstown, New Zealand.  Similarly, Virgin Australia
customers and members of the airline’s award-win-
ning Velocity Frequent Flyer loyalty program, will be
able to directly access Qatar Airways’ route network
of over 140 worldwide destinations, including the
Middle East, Europe and Africa, via the airline’s hub
and Skytrax-rated ‘World’s Best Airport’, Hamad
International in Doha.

For Virgin Australia guests, access to Qatar
Airways’ extensive network provides one-stop con-
nectivity to a wide range of destinations and the
ability to book Qatar Airways flights through the
Virgin Australia website. Qatar Airways serves 54
cities in Europe with over 600 flights per week,
offering a huge range of new choices for Virgin
Australia customers. 

The strategic partnership will also include recipro-
cal loyalty benefits allowing Qatar Airways Privilege
Club members to earn and redeem Avios when flying
on Virgin Australia, with similar benefits for Velocity
members when travelling on Qatar Airways’ services.
Privilege Club and Velocity members will also enjoy a
wide range of other unique benefits, depending on
status tier, such as complimentary lounge access,
complimentary extra baggage allowance, priority
check-in, priority boarding and priority baggage
delivery when flying respectively on Virgin Australia
and Qatar Airways. Qatar Airways Privilege Club
recently enhanced its program through its partnership
with Avios, significantly expanding accrual and
redemption opportunities for its members.

The partnership with Virgin Australia builds on
Qatar Airways’ long-term commitment to connecting
Australia to the world. During the COVID-19 pan-
demic, Qatar Airways was the only airline consistently
operating international services to Australia, providing
critical links for Australians to return home.

Qatar Airways Group Chief Executive, Akbar Al-
Baker said: “We have a strong, long-standing relation-
ship with Australia and this agreement with Virgin
Australia comes at a time when it is needed the most.
This partnership will give Australian passengers
access to the world that they have so acutely missed
these past two years, to be able to reconnect with
family and friends, and keep the wheels of trade mov-
ing. We hope many of them will stopover in Doha to
enjoy the wonderful tourism industry that Qatar has to
offer. For those travelling farther afield, they will bene-
fit from the award-winning facilities of our hub,
Hamad International Airport, enabling their onward
journey. It also opens up the beautiful, cosmopolitan
nation of Australia to our passengers flying in on
Qatar Airways flights, after such a long, difficult time.”

Virgin Australia Group Chief Executive Officer
Jayne Hrdlicka said: “Today is more great news for
Virgin Australia and Velocity Frequent Flyer mem-
bers who are hungry to travel internationally. We are
incredibly focused on creating great travel experi-
ences and our new partnership with Qatar Airways
will significantly expand Virgin Australia’s footprint
into the Middle East, Europe and Africa, offering
hundreds more ways our guests can seamlessly see
the world. Virgin Australia and Qatar Airways are
both known for their award-winning service and
joining forces means that together we are able to
provide an incredible experience when travelling
between Australia, the Middle East, Europe, Africa
and beyond. Qatar Airways has been a very impor-
tant partner to Australia during the pandemic, main-
taining vital connectivity to the world in difficult cir-
cumstances. We are proud to have Qatar Airways
join the Virgin Australia family and we look forward
to welcoming their guests onboard Virgin Australia
services mid-year.”

Qatar Airways currently flies to over 140 destina-
tions worldwide, connecting through its Doha hub,
Hamad International Airport, currently named the
‘Best Airport in the World” by Skytrax World Airport
Awards 2021.

Devaluation, war to
slow Egypt growth
KUWAIT: Prospects for a continued, steady post-pan-
demic economic recovery in Egypt have been cast into
doubt by a combination of the Ukraine war and sudden
currency devaluation in March, which will push up
prices, hit consumer spending and investment, reduce
tourism and widen the fiscal and external deficits. 

We expect Egypt’s growth to be significantly
reduced over coming quarters, slowing from a pandemic
rebound-driven high of 8.3 percent y/y in 4Q21 to
around 3 percent in 3Q22. Still, we expect a deep reces-
sion to be avoided. The economy’s resilience has
improved since the reform program that began 2017 -
FX reserve levels are higher, inflation is well down from
its highs and the fiscal deficit has narrowed - and the
scale of the devaluation in the pound to date (15 percent)
is much smaller than in 2016. Meanwhile, GCC countries
have rallied to support Egypt with $22 billion in invest-
ment and funding pledged and a new IMF program (per-
haps worth $7 billion) also looks likely. We expect
growth to start recovering by the end of 2022 reverting
to its pre-pandemic trend of around 4 percent by early
2023, assuming no major deterioration in the global eco-
nomic picture and that the government remains commit-
ted to the economic reform process that slowed during
the pandemic.

Fiscal deficit 
The above pressures will also interrupt the trend

improvement in the fiscal deficit of recent years -
albeit likely temporarily. Despite COVID, the deficit
narrowed to 7.2 percent of GDP in FY20/21 thanks to
cuts in the interest bill (due to lower interest rates).
The deficit will widen again this year to 8.6 percent of
GDP given fresh pressures on economic growth and
spending, including from higher inflation and rising
interest rates. Indeed, growth in spending (12 percent
y/y) already exceeded revenues (9 percent) in
February 2022. However, the deficit should be more
stable in FY22/23 as commodity prices ease and the
economy starts to recover. 

Public debt stood at 87 percent of GDP in June 2020
and the devaluation will have increased external debt
levels by around 3 percent of GDP in local currency
terms. We expect the debt ratio to drift down over time,
given high nominal GDP growth and the government’s
commitment to cut the fiscal deficit. This, together with a
combination of higher interest rates, a solid FX reserve
cushion, a more competitive exchange rate and external
backing from the IMF should help underpin access to
capital markets. However, relatively high debt levels and
the large interest bill (which absorbs some 38 percent of

all government spending) will constrain the government’s
ability to redirect funds to priority causes including
infrastructure and poverty alleviation. 

Drop in tourism revenue 
The external position has been under pressure on a

mix of the hit to tourism from COVID and the (previous-
ly) overvalued exchange rate. The current account deficit
widened to 1.1 percent of GDP in FY20/21 amid a 51
percent plunge in export receipts from travel - previous-
ly worth around one-fifth of all trade income. This year
the deficit will reach 2.9 percent of GDP with three addi-
tional factors weighing: depressed tourism due to the
Ukraine war (Russia and Ukraine accounted for more
than 30 percent of pre-crisis tourism to Egypt), plus the
impact of both higher commodity prices and the cheaper
currency on the import bill. A narrower deficit is expect-
ed in FY22/23 on import compression, an easing in com-
modity prices and improving tourism and trade support-
ed by the cheaper pound. 

The pound has been relatively steady at around
EGP18.5/$1 since its March drop. The currency looks
better supported at this level, though some uncertainty
surrounds the outlook. Futures markets suggest the
pound could ease further over the coming year and the
IMF may emphasize the need for currency flexibility as
part of any deal. The central bank’s net foreign reserves
fell nearly 10 percent in March at the peak of the exter-
nal pressures, but at $37 billion remain more than double
pre-2016 levels and comfortably enough to finance
external debt maturities of $7 billion this year. 

Rising interest rates 
Inflation accelerated to a near-three year high of 13.1

percent y/y in April driven in particular by rising food
costs (+26 percent) which are one-third of the CPI bas-
ket. We see inflation rising further over coming months
on both high commodity prices and pass through from
the weaker pound, peaking potentially above 15 percent
in3Q22 before falling back to within the central bank’s
current 5-9 percent target range mid-next year, helped
also by tighter monetary policy. The bank raised the pol-
icy rate by 100 bps in March and at least a further 200
bps of hikes is expected this year.

In terms of risks, while pandemic concerns are fading,
Egypt’s economy would be hit by a prolonged war in
Ukraine - which could jeopardize the external position -
and by higher or more persistent inflation, which would
worsen consumer incomes and economic growth and
require even tighter monetary policy. Meanwhile,
aggressive Fed policy tightening could hit inflows to
emerging markets in general, causing financial volatility.
Moreover, the weaker economy could further delay
progress on the government’s reform agenda, including
key infrastructure projects, reducing public debt and
increasing FDI. These remain critical to sustaining strong
rates of growth over the longer term.

China’s consumer 
inflation picks 
up in April 
BEIJING: China’s consumer inflation rose at its quick-
est pace in nearly half a year, official data showed
Wednesday, reflecting the growing costs of the coun-
try’s zero-COVID curbs and high commodity prices.
The damage from Beijing’s strict zero-COVID strategy
has been increasingly reflected in economic data, as
lockdowns in key cities such as Shanghai snarled supply
chains and pushed up transportation prices. April’s con-
sumer price index (CPI), a key gauge of retail inflation,
rose more than expected at 2.1 percent on-year, picking
up from levels seen the month before, said the National
Bureau of Statistics (NBS).

This was due to “factors like the domestic epidemic
and continued rise in international commodity prices,”
the bureau’s senior statistician Dong Lijuan said in a

statement. Since April, China’s biggest city Shanghai
had been almost entirely sealed off. Most of its 25 mil-
lion residents have been confined to their homes, while
goods piled up at its port as authorities rush to stamp
out the worst COVID resurgence since the early days of
the pandemic. Dong said that “due to the rise in logistics
costs during the pandemic and increase in demand for
stockpiling,” prices of potatoes, eggs and fresh fruits

ticked up. The latest figures also showed that after four
consecutive months of contraction, food prices overall
rose for the first time on-year in April. Meanwhile, the
producer price index (PPI) — which gauges the cost of
goods at the factory gate-came in at 8.0 percent, higher
than expected but down slightly from in March.

A key reason was that prices of commodities such as
crude oil and non-ferrous metals remained at a high lev-
el, Dong said. Virus-related supply disruptions likely
pushed up producer prices as well, said Julian Evans-
Pritchard of Capital Economics in a recent report. But
he added Wednesday that “the main source of higher
prices continues to be oil, gas and iron ore,” and that
factory-gate prices of consumer durables and electron-
ics were unchanged last month. “We think producer
price inflation will continue to drop back over the com-
ing quarters,” he said.

April’s weak economic data follows industry data
released Tuesday that showed China saw its largest
drop in car sales in two years-likely due to consumer
sentiment battered by COVID restrictions. Vehicle sales
plunged a steep 35 percent to about 1 million in April,
according to China Passenger Car Association-a drop
not seen since March 2020. — AFP

HANGZHOU, China: A customer shops for vegetables at a
supermarket in Hangzhou, in China’s eastern Zhejiang
province on May 11, 2022. — AFP


