
Swiss franc’s surge 
against the euro a 
boon for business
PARIS: The Swiss franc is breaking records against
the euro, giving the Swiss economy a temporary boost
as central banks battle inflation-although experts
remain cautious about the months ahead.

Seen as a safe haven, the Swiss currency briefly hit
a high of 0.94 francs to the euro on Monday following
the Italian general election. While it has since eased
back a little, it is nevertheless at the highest levels
since the launch of the single currency more than 20
years ago, outside a brief flash crash in 2015.

“It’s more about the weakness of the euro than the
strength of the Swiss franc,” Credit Suisse economist
Maxime Botteron told AFP, citing the franc’s steadier
performance against the US dollar. “European growth
is showing signs of running out of steam, even reces-
sion,” he said, noting that “these indicators come in a
context where the Swiss National Bank (SNB) has
changed its monetary policy”. Switzerland’s central
bank has abandoned the negative rate it has imposed
since 2015 to combat the overvaluation of its currency.

Like other central banks, the SNB seeks to prevent
inflation from taking root. But in the midst of soaring
energy prices, the franc’s rise is providing it with wel-
come help in curbing price increases.

“In Switzerland, two-thirds of inflation is due to
imports. An appreciation of the Swiss franc therefore
reduces the rise of these goods a little,” said Botteron,
adding that the SNB “therefore has less need to tight-
en monetary policy” than other central banks.

In August, inflation rose to 3.5 percent, its highest
level in 29 years, but far behind the 9.1 percent record-
ed last month in the eurozone. 

Tourism boost 
“There is a very clear strategy to shield Switzerland

against the rising inflation coming from the eurozone,
the US and other trading partners,” said Thomas Flury,
UBS bank’s global head of currency strategy. The
franc’s rise has not triggered panic, unlike in 2015
when exporters feared their production costs and
export prices would explode.

“High inflation in the eurozone makes the real
appreciation much less dramatic than in the past,” said
Flury. “Acceptance is coming because companies in
Switzerland would rather have a stronger Swiss franc
than discussions on wage rises that French or German
companies will have to do, as well the cost pressures
from imports.” If this rise in the franc eases somewhat
the pressure on their imports, Swiss companies, with
well-filled order books, also have some leeway to
increase their prices, said Botteron. In tourism, another
sector sensitive to the exchange rate, the franc’s rise
has enabled Swiss hoteliers to increase their prices to
a lesser degree than in neighbouring countries given
the lower inflation, a spokesman for the Hotellerie
Suisse hotel industry body told AFP.—AFP

LONDON: UK Prime Minister Liz Truss on Thursday
defended her tax cutting policy after days of silence
during which markets tanked and the Bank of England
was forced into an emergency intervention. “We had to
take urgent action to get our economy growing, get
Britain moving, and also deal with inflation,” she said in
a round of local BBC radio interviews.

“And of course, that means taking controversial and
difficult decisions, but I’m prepared to do that as prime
minister,” she said in her first comments to UK media
since the crisis sparked by Friday’s “mini-budget”. “It’s
important the United Kingdom’s on the front foot, that
we are pulling all the levers we can to drive economic
growth. That is what we are pushing ahead with.”

In power for less than a month, Truss is already
under severe pressure after the markets reacted to her
government’s tax cuts by sending the pound to an all-
time low against the dollar. UK markets remain highly
volatile, with the central bank intervening on
Wednesday to buy government bonds in order to pre-
vent a “material risk” to stability.

The Bank of England announced a two-week pro-
gram to buy long-term UK bonds, capped initially at
£65 billion ($71 billion), as UK pension funds scrambled
to sell investments in order to remain solvent.

After sterling hit its dollar low early Monday, the
bank said it would “not hesitate to change interest rates
by as much as needed” to curb high inflation. But it also
signaled that it would wait until its next policy meeting
on November 3 before fully assessing the impact of the

government’s contentious plans. Opposition leaders
have demanded that Truss cancel her Conservative par-
ty’s annual conference starting on Sunday and recall
parliament over the crisis.

Truss v IMF 
Markets are concerned that Britain cannot fund its

huge spending commitments, having announced a mas-
sive fuel subsidy package alongside the tax cuts. Truss
defended her fiscal policy, which includes a cut to the
top rate of income tax, arguing the UK currently had its
highest tax burden in 70 years.

“We’ve reduced those taxes across the board. And
of course people who are better off tend to pay more
taxes,” she said. The pound slipped again on Thursday,
while former Bank of England chief Mark Carney said
the government had “undercut” financial institutions.

“Unfortunately having a partial budget, in these cir-
cumstances-tough global economy, tough financial mar-
ket position, working at cross-purposes with the bank-
has led to quite dramatic moves in financial markets,” he
told the BBC. But Truss insisted she was working “very
closely” with the central bank. In a highly unusual inter-
vention on Wednesday, the International Monetary
Fund said it was “closely monitoring” developments and
urged the UK government to change tack.

It noted that Truss and her finance minister, Kwasi
Kwarteng, were trying to deal with the energy shock
and boost growth. “However, given elevated inflation
pressures in many countries... we do not recommend

large and untargeted fiscal packages at this juncture.”
The IMF stressed the importance of fiscal policy not

working “at cross purposes to monetary policy”.
Many central banks, including the Bank of England,

are aggressively hiking interest rates in a bid to cool
decades-high inflation. “There are many people with

many different opinions, but what I think nobody is
arguing with is that we had to take action to deal with
what is a very, very difficult economic situation,” Truss
retorted. “My priority was making sure that we were
supporting the British people in what is going to be a
very difficult winter.” — AFP
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UK’s PM defends ‘difficult’ tax 
cuts despite market turmoil

Truss says urgent action needed to get Britain moving

LONDON: Britain’s Chief Secretary to the Treasury Chris Philp (left) is interviewed by a TV journalist as he leaves
from Millbank Studios in central London on September 29, 2022. — AFP

EU grapples 
with runaway 
energy prices
BRUSSELS: The EU on Friday will seek urgent ways
to bring down skyrocketing energy prices as winter
looms, with “sabotage” of gas pipelines from Russia this
week injecting drama into the effort. Energy ministers
will gather in Brussels to consider an emergency
European Commission proposal that includes cutting
power use in the bloc, imposing windfall levies on ener-
gy companies and discussing a price cap on wholesale
gas supplies. Europe has found itself over a barrel as
fossil fuel deliveries from Russia dry up. EU sanctions
on Moscow for its invasion of Ukraine, which include
shunning Russian oil starting in December, have
prompted the Kremlin to retaliate by severely reducing
supplies of natural gas.

Unexplained leaks on the undersea Nord Stream 1
and 2 gas pipelines from Russia to Germany — seen as
“sabotage” by EU leaders, with suspicion falling on
Moscow — have aggravated the situation.

Sky-high bills 
Alarm is rising sharply among Europeans faced with

climbing energy bills. “It’s utterly impossible to pay,”
Pascale Dumont, a baker in a Belgian town called
Gedinne, told AFP after her business’s monthly electrici-
ty bill jumped tenfold, to 11,836 euros ($11,500).

“If you work it out over a year, it’s how much a house
costs!” she exclaimed. Business Europe, an EU lobby,
warned that “the current state of high gas and electrici-
ty prices bears the imminent risk of production losses
and shutdowns of thousands of European companies”.
The EU country on the frontline of the energy crunch is
Germany, the bloc’s export powerhouse which had long
been dependent on Russian gas.

After recording a jump to 10 percent inflation, its
government said it will borrow 200 billion euros to
shield German households and businesses from “an
energy war”. That adds to various national initiatives
across the European Union totaling many hundreds of
billions of euros — a hefty bill added to the one run-up
during the worst of the COVID pandemic.

The European Commission is trying to leverage the
COVID-era cooperation to forge a common EU
approach on energy.

“Europe is facing energy blackmail by Russia, and
global demand for gas is higher than supply,” EU ener-
gy commissioner Kadri Simson said. “We need to work
along the whole chain to tackle the challenge,” she said,
adding that a price cap on the wholesale price of gas
entering the EU “is possible” if other measures fail to
bring results.

Price cap mooted 
One core proposal with strong backing is a “cap” on

non-gas electricity producers’ profits and a “contribu-
tion” from other energy majors. The levies — the com-
mission refuses to call them a “windfall tax” — are cal-
culated to raise 140 billion euros which can be spent to
cushion consumers.

Another is to encourage reduced energy consump-
tion, for instance by turning off public lighting earlier,
lowering thermostats to a maximum of 19 degrees
Celsius (66 degrees Fahrenheit) and lower peak-hour
power use. The Bruegel think tank in Brussels, however,
said those steps are “not sufficient”. “A more compre-
hensive plan needs to ensure that all countries bring for-
ward every available supply-side flexibility, make real
efforts to reduce gas and electricity demand, keep their
energy markets open and pool demand to get a better
deal from external gas suppliers,” it said.

Part of the problem in coming up with a more biting
EU approach is the different energy mixes in member
countries. France, for example, is largely nuclear-pow-
ered, while eastern EU countries rely on fossil fuels, and
Spain gets its gas from North Africa. Fifteen EU coun-
tries, among them France, Italy and Poland, have written
a joint letter calling for a price cap on all gas imports
into the bloc — covering pipeline gas from Russia but
also liquified natural gas (LNG) shipments from the US
and elsewhere.

An EU official briefing journalists on condition of
anonymity called that idea “radical”. The “significant
risks” it carried included a sudden shortfall in gas sup-
plies to Europe, especially from LNG suppliers divert-
ing ships to more lucrative buyers elsewhere in the
world. One possible solution would be a centralized EU
buying for gas “but the complexity of such a mechanism
is such that I think in a short timeframe it is difficult to
address,” the official said. — AFP

LONDON: A board displaying the price of euro and US dol-
lars against British pound sterling, is pictured outside a
currency exchange store in central London. — AFP

WERNE, Germany: This file photo shows pipes and
pressure gauges for gas at the Open Grid Europe
(OGE), one of Europe’s largest gas transmission sys-
tem operators, in Werne, western Germany. —AFP

Ethiopia raises 
fuel prices 20%
ADDIS ABABA: Fuel prices in Ethiopia rose by about
20 percent Thursday, in the second such increase in
less than three months as the government lifts fuel
subsidies, deepening economic hardship in Africa’s
second most populous country. The government began
to phase out subsidies for petroleum products in July,
imposing an initial hike of 30-40 percent on petrol and
diesel, with drivers reporting severe shortages and
long queues at petrol stations.

The Horn of Africa country of more than 110 mil-

lion people has seen inflation hovering at 30-35
percent over the past several months, with the
Russian invasion of Ukraine causing prices of basic
items to soar.

In a statement released late Wednesday, the trade
ministry said that in order to ensure that “our retail
prices reflect the international market, a new oil price
starting September 28 (midnight) has been implement-
ed”. It added that it would revise the price every three
months in line with “our country’s current economic
situation and the state of the oil market”.

Under the new measures, the price of diesel was up
by 22 percent to 59.90 birr ($1.13), while the price of
petrol rose nearly 20 percent to 57.05 birr, the min-
istry said. The global surge in prices for basic goods
has also eaten into the foreign exchange reserves of
the largely importing nation. — AFP

Finnair plans 
200 jobs cuts
HELSINKI: Finnish airline Finnair said Thursday it
was opening negotiations to cut around 200 jobs, in an
effort to stem losses after a difficult few years for the
aviation industry. The Nordic carrier announced a new
strategy earlier this month to cut costs, including trim-
ming its fleet, after the closure of Russian air space
and the COVID-19 pandemic eroded profitability.

In the latest move Finnair said in a Thursday state-
ment that it had started negotiations on redundancies
which could see around 200 jobs lost globally. “Russia’s
invasion of Ukraine and the closed Russian airspace
have impacted our business significantly,” Finnair CEO
Topi Manner said. “Thus, in addition to other actions to
restore Finnair’s profitability, we have to discuss meas-
ures that are, unfortunately, the most painful ones for
our employees.” The airline has maintained connections
to Asia following the European Union’s decision to
close its airspace to Russian aircraft and a tit-for-tat
response from Moscow, but at the cost of a diversion of
several hours and added fuel costs.

The carrier said the profitability plan will meet the
“changes in Finnair’s operating environment”, adding it
will be “operating with a smaller capacity than before
the pandemic.” Like many of its competitors, Finnair
was forced to take major cost-cutting measures to
cope with the impact of the coronavirus pandemic. At
the end of 2021, Finnair had 5,365 employees, about
850 fewer than at the end of 2020 and 1,400 fewer
than before COVID-19. — AFP

Spain inflation slows 
significantly to 
9% in September
MADRID: Spanish inflation eased in September from a
nearly four-decade high, thanks to a drop in electricity
and fuel prices, provisional data from the National
Statistics Institute (INE) showed Thursday.

Russia’s invasion of Ukraine has sent inflation soaring
worldwide, prompting central banks to hike interest rates
in an effort to rein in consumer prices. Spain’s annual rate
stood at 9.0 percent in September, down from 10.5 per-
cent in August. Inflation had remained in double digits
since June, a level not seen since the mid-1980s. “This
development is largely due to the fall in prices of electric-
ity which went up in September 2021,” the INE said in a
statement. The definitive figures will be released next
month. “It has also been influenced, albeit to a lesser
extent, by the fall in fuel prices,” it added. Core inflation,
which excludes certain prices such as energy, fell by 0.2
percentage points to 6.2 percent, it said. The government
of Socialist Prime Minister Pedro Sanchez has in recent
months rolled out aid packages to help households and
businesses weather the inflationary pressure, which has
soared across Europe due to the Ukraine war. It has
introduced free public transport, subsidized petrol
prices and temporarily slashed the sales tax on gas
among other measures, in moves that are expected to
cost some 30 billion euros ($30 billion) — or 2.3 per-
cent of Spain’s gross domestic product. — AFP


