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WESTERN energy majors will 
cut output and lose billions of 
dollars if Russia, as is feared, 
suspends a pipeline that is al-
most the only export route for 
oil from land-locked Kazakh-
stan, company sources, trad-
ers and analysts told a news 
agency.

The closure of the CPC 
pipeline that carries oil from 
Kazakhstan to the Black Sea 
Russian export terminal in the 
port of Novorossiisk would 
shut in more than 1 percent of 
global oil supply, exacerbat-
ing what is already the most 
severe energy crunch since the 
Arab oil embargo in the 1970s.

The pipeline, which runs 
through Russian territory and 
is owned by a consortium of 
Western, Asian, Russian and 
Kazakh companies, has been 
in the spotlight since Russia on 
February 24 invaded Ukraine 
in what Moscow calls a “special 
military operation”.

Last Wednesday, a court 
in Novorossiisk ordered CPC 
to suspend operations for 30 
days, citing concern about oil 
spill management. 

A Russian court on Mon-
day overturned the ruling 
against CPC and instead fined 
it 200,000 roubles ($3,300). 

The sources, however, said 
they still thought major disrup-
tion likely. Pipeline co-owner 
Russia has said all stoppages 
are driven by technical issues.

Storm damage in March 
has already interrupted flows 
through the 1.3 million barrels 
per day (bpd) oil artery, oper-
ated by the Caspian Pipeline 
Consortium.

Major oil companies, in-
cluding Chevron, Exxon Mo-
bil, Shell and Italy’s Eni, in ad-
dition to several Russian and 
Kazakh firms have stakes in 
the CPC. Western companies 
also hold stakes in Kazakh oil-
fields.

Three sources at Western 
oil companies operating in 
Kazakhstan, asking not to be 
named because of the sensitiv-
ity of the issue, said they ex-
pected a prolonged CPC pipe-
line suspension.

One trader at a Western 
major said such an outage 
would result in a decline of 50 

million tonnes of oil per year 
(1 million bpd) because land-
locked Kazakhstan has limited 
alternative export routes.

Many Western companies 
have exited operations in Rus-
sia, with oil majors among the 
first to leave in the days after 
the conflict began. Western 
sanctions have disrupted Rus-
sian exports and pushed up 
energy prices.

In response, Russia made 
steps towards seizing oil and 
gas projects Sakhalin 1 and 2, 
where Shell and Exxon have 
stakes.

A Western executive famil-
iar with CPC operations said 
Sakhalin was “a definite sign 
of things to come for CPC”.

Shortly after Russia’s inva-
sion of Ukraine, international 
oil prices spiked to their high-
est levels since the records of 
2008.

They have since eased to 
just above $100 a barrel as the 
market anticipates economic 
weakness will lower demand, 
although selling has been lim-
ited by concerns of tight sup-
plies that would be exacerbat-
ed by a cut in CPC output.

“Losing one million bar-
rels per day in an already tight 
environment can lead to an 
unsolvable problem for the oil 
market,” Amrita Sen from En-
ergy Aspects in London said.

JP Morgan analysts pre-
dicted last week oil prices 

could jump to an all-time high 
of $190 per barrel if a com-
bined 3 million bpd of output 
from Russia and Kazakhstan 
was hit by sanctions and re-
lated issues.

Kazakhstan produces 
some 1.6 million bpd of 
oil, and exports about 80                                            
percent of that volume, mostly 
through the CPC.

Of the remainder, 15                      
percent leaves the country also 
via Russia, and around 5 per-
cent goes to China and various 
destinations via rail and the 
Caspian Sea, Kazakhstan’s En-
ergy Ministry data shows.

Last week, Kazakh Presi-
dent Kassym-Jomart Tokayev 
told his government to diver-
sify oil supply routes.

But that would take time, 
Camille Chautard, analyst at 
Moody’s ratings, said.

Oil majors have studied 
the viability of alternative 
routes in recent months, the 
three sources said, including 
to China and trans-Caspian 
shipments to Azerbaijan and 
Georgia. All of those options 
are challenging.

The pipeline to China can 
take oil from east and central 
Kazakhstan, but most of the 
large fields are in the West.

On the Caspian Sea, ex-
porters face tanker shortages 
and have little capacity to take 
more oil.

“To be honest, I don’t think 

we can re-route anything,” one 
Western trader familiar with 
CPC operations said.

Chevron would be particu-
larly exposed to any pipeline 
closure because it has the big-
gest Western stake in Kazakh 
production at around 380,000 
bpd, or more than 12 percent, 
of its total output.

“Recent temporary disrup-
tions should not have a mate-
rial impact on the company’s 
credit standing, but an eventu-
al prolonged disruption would 
be very material to Chevron’s 
production volumes,” Elena 
Nadtotchi from Moody’s said.

If Chevron’s investments 
in Kazakhstan were impaired 
or lost, that could lead to a rat-
ings downgrade, she said.

A long-term closure would 
also threaten Chevron’s future 
growth plans. The US major 
planned to boost output by 40 
percent at Kazakhstan’s larg-
est field Tengiz to around 1 
million bpd.

Credit Suisse analysts es-
timate that Chevron, which 
controls 50 percent of Tengiz, 
would have seen free cash flow 
rising to $3-$3.5 billion by 
2024 following the expansion 
and to $4-$4.5 billion by 2026 
on the basis of oil prices of $60 
per barrel.

In May, Chevron flagged 
the risk of sanctions to its out-
put but said measures had not 
yet had a material impact.

The Chevron-led Tengiz 
consortium TCO, which also 
includes Exxon, declined to 
comment on specific details if 
the CPC pipeline was shut.

“As global oil markets con-
tinue to encounter challenges 
arising from geopolitics, TCO’s 
primary focus is on maintain-
ing safe operations, and we are 
exploring potential crude oil 
exporting options,” it said in a 
statement to Reuters.

Exxon is the second largest 
foreign producer in Kazakh-
stan with output of 213,000 
bpd of oil and 234 million cu-
bic feet of gas. It is followed by 
Eni with some 145,000 barrels 
of oil equivalent per day, Shell 
with around 100,000 boed 
and TotalEnergies with some 
80,000 boed in 2021.

Shell, Eni and Total de-
clined to comment, as did 
Exxon, saying TCO was best-
placed to respond.

Energy majors face 
output slump, deep 
losses if Russia stops 
Kazakhstan pipeline

AGENCIES 
NEW YORK

SHARES of Twitter fell almost 
10 percent in on Monday as 
a legal tussle between Elon 
Musk and the social media 
company is expected to take 
centre stage after the world’s 
richest person walked away 
from the $44 billion deal.

Musk, the chief executive 
officer of Tesla, said on Friday 
he was terminating his deal 
to buy Twitter because the 
company had breached mul-
tiple provisions of the merger 
agreement.

Twitter is planning to sue 
Musk as early as this week and 
force him to complete the ac-
quisition, people familiar with 
the matter told Reuters.

On Monday, Musk took a 
jab at Twitter’s stance, tweet-
ing that the legal battle would 
lead to the company disclosing 
information on bots and spam 
accounts in court.

The series of tweets was 
Musk’s first public response 
since the Friday announce-
ment. Twitter shares ended at 
$36.81 on Friday and were at a 
32 percent discount to Musk’s 
$54.20 bid, as they have been 

hit by a double whammy of a 
slump in the broader equity 
market and investor skepti-
cism over the deal.

“We believe that Elon 
Musk’s intentions to terminate 
the merger are more based 
on the recent market sell-off 
than... Twitter’s ‘failure’ to 
comply with his requests,” Jef-
feries analyst Brent Thill said 
in a note.

“In the absence of a deal, 

we would not be surprised to 
see the stock find a floor at 
$23.5.”

The contract calls for Musk 
to pay Twitter a $1 billion 
break-up fee if he cannot com-
plete the deal for reasons such 
as the acquisition financing 
falling through or regulators 
blocking the deal. The break-
up fee would not be applicable, 
however, if Musk terminates 
the deal on his own.

Twitter shares fall almost 
10% after Elon Musk’s 
$44 bn deal falls apart

Euro falls to 20-year low and nears parity against dollar
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THE euro slid to a 20-year 
low and came closer to parity 
against the dollar on Monday 
on concerns that an energy 
crisis will tip the region into 
a recession, while the US cur-
rency was boosted by expecta-
tions that the Federal Reserve 
will raise rates faster and fur-
ther than peers.

The biggest single pipe-
line carrying Russian gas to 

Germany, the Nord Stream 
1, began annual maintenance 
on Monday, with flows ex-
pected to stop for 10 days, but 
governments, markets and 
companies are worried the 
shutdown might be extended 
because of the war in Ukraine.

“The most proximate con-
cern for markets is whether or 
not Nord Stream 1 is going to 
come back online,” said Bipan 
Rai, North American head of 
FX strategy at CIBC Capital 
Markets in Toronto.

“The markets will likely 
price in a recession for the re-
gion if it doesn’t,” he added.

The euro tumbled 1.29 
percent to $1.0056 against the 
US dollar, the weakest since 
December 2002. The dol-
lar gained 1 percent against a 
basket of six major currencies, 
reaching 108.14, the strongest 
since October 2002.

The US currency has 
gained on expectations that 
the Fed will continue to ag-
gressively raise rates as it 
tackles soaring inflation.

“The Fed is going to raise 
rates more aggressively than 
most other developed market 

central banks and we don’t 
think other developed mar-
ket central banks really have 
the bandwidth to keep up,”                       
Rai said. The Fed is expected 
to lift rates by 75 basis points 
at its July 26-27 meeting. Fed 
funds futures traders are pric-
ing for its benchmark rates to 
rise to 3.49 percent by March, 
from 1.58 percent now.

Consumer price data due 
on Wednesday is this week’s 
major US economic focus. 
Economists polled by Reuters 
expect the index to show that 
consumer prices rose by an 
annual rate of 8.8 percent in 
June.

US dollar gained on expectations that Fed will 
continue to raise rates as it tackles inflation

The closure of the CPC pipeline that carries oil from Kazakhstan to 
the Black Sea Russian export terminal in the port of Novorossiisk 
would shut in more than 1 percent of global oil supply.

Euro tumbled 1.29 percent to $1.0056 against US dollar, the weakest since December 2002.

Twitter shares ended at $36.81 on Friday and were at a 32 percent 
discount to Musk’s $54.20 bid. 
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THE Indian rupee ended at a 
record closing low against the 
dollar on Monday as contin-
ued foreign portfolio outflows 
from domestic stock markets 
and a broadly stronger green-
back weighed on the currency 
despite intermittent dollar 
selling intervention.

The partially convert-
ible rupee closed trading at 
79.4375/4475 per dollar in the 
local session at 1000 GMT, 
compared to its close of 79.25 
on Friday. The unit touched a 
lifetime low of 79.44 during 
the session, surpassing its pre-
vious low of 79.3750 touched 
last week.

Against the Qatari riyal, 
the Indian rupee was at 21.82 
on Monday.

The Reserve Bank of India 
(RBI) announced an array of 
measures last Wednesday to 
bring in dollars, including al-
lowing overseas investors to 
buy short-term corporate debt 

and opening up more govern-
ment securities under the fully 
accessible route.

“These measures would 
ease some pressure on the 
rupee in the near term. How-
ever, a widening trade deficit 
and continued FPI outflows 
will continue to weigh on the 
INR,” said an economist at 
Mahindra Group.

Indian shares fell as IT ser-
vices major Tata Consultancy 
Services dragged down tech-
nology companies after post-

ing weak results last week.
Foreign portfolio inves-

tors (FPI) have sold shares 
worth nearly $30 billion so far 
in 2022 with traders fearing 
more outflows if a global re-
cession were to kick in.

The dollar was on the front 
foot at the start of a week in 
which US and Chinese data 
and European energy security 
were top of mind, as investor 
concerns about global eco-
nomic growth offered support 
to the safe haven currency.

Traders said the RBI was 
spotted selling dollars via 
state-run banks sporadically 
to brake the decline in the 
rupee but the direction of the 
currency is unlikely to be al-
tered any time soon.

The rupee is likely to be still 
trading near its historic low in 
three months’ time, battered 
by widening trade and current 
account deficits, according to a 
Reuters poll where nearly one 
in three analysts expected it 
to weaken to 80 per dollar by 
September.

Indian rupee marks record 
closing low against dollar

Against the Qatari riyal, the Indian 
rupee was at 21.82 on Monday.
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Canada telecom execs  
summoned after outage

AGENCIES

THE federal industry minister 
said Sunday he is summoning 
telecom executives following 
an outage at Rogers Commu-
nications Inc. that disrupted 
mobile and Internet services 
across Canada, hampering 
several crucial services.

In a statement, Francois-
Philippe Champagne said he 
would meet with Tony Staffi-
eri, Rogers’ chief executive of-
ficer, and other telecom lead-
ers to discuss improving ``the 
reliability of networks across 
Canada.″ He called the failure 
“unacceptable.”

The widespread disrup-
tion, which began Friday 
morning and lasted at least 15 
hours, paralyzed communica-
tions across sectors including 
health care, law enforcement 
and the financial industry. 
Many 911 services couldn’t re-
ceive incoming calls, several 

hospitals reported services af-
fected, and debit card transac-
tions were paused.

Staffieri released a state-
ment Saturday apologizing for 
the outage.

“We know how much our 
customers rely on our net-
works and I sincerely apolo-
gize,” he said. “We’re par-
ticularly troubled that some 
customers could not reach 
emergency services and we 
are addressing the issue as an 
urgent priority.” Staffieri said 
services had been restored and 
were close to fully operational.

“We now believe we’ve 
narrowed the cause to a net-
work system failure following 
a maintenance update in our 
core network, which caused 
some of our routers to mal-
function early Friday morn-
ing,” Staffieri said.

Many customers contin-
ued reporting service disrup-
tions into Sunday.
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RUSSIAN natural gas sup-
plies to Germany via the 
Baltic Sea pipeline Nord 
Stream 1 have been halted 
for 10 days for annual main-
tenance work.

But German Economy 
Minister Robert Habeck 
warned that EU countries 
had to be prepared in case 
gas shipments did not re-
sume.

He has accused the 
Kremlin of using gas “as a 
weapon” in response to EU 
sanctions over the war in 
Ukraine.

Mr Habeck admitted 
Germany had become too 
dependent on Russian gas.

He described that as 
“a grave political mistake 
as we can see today, which 
we are trying to remedy as 
quickly as we possibly can”.

He said two floating 
terminals for deliveries of 
liquefied natural gas (LNG) 
would be ready by the end 
of the year.

In mid-June Russia’s 
state gas firm Gazprom cut 
gas flows through Nord 
Stream 1 to just 40% of 
the pipeline’s capacity. It 
blamed a delay in the return 
of equipment being serviced 
by Germany’s Siemens En-
ergy.

The Canadian govern-
ment says it will now return 
a repaired Siemens turbine 
to Germany for the pipe-
line. That move angered 
the Ukrainian government, 
which accused Canada of 
adjusting the sanctions im-
posed on Moscow “to the 
whims of Russia”.

Canada says it is grant-
ing Siemens Canada a 
“time-limited and revocable 
permit” to send repaired 
turbines back to Germany, 
despite the sanctions.

Germany’s government 
is worried that gas supplies 
could be reduced or cut per-

manently.
Pipeline maintenance 

is normal every summer, 
when gas demand is lower 
than in winter, but the wor-
ry is that Russia may not 
turn the taps back on.

The pipeline shutdown 
is also affecting Italy, where 
energy group Eni said 
it would receive about a 
third less gas from Russia’s 
Gazprom on Monday com-
pared with average volumes 
supplied over the past few 
days.

The head of the Interna-
tional Energy Agency, Fatih 
Birol, has warned that Rus-
sia may cut off gas supplies 
to Europe entirely and that 
Europe needs to prepare 
now.

Russia has already cut 
gas supplies to Poland, 
Bulgaria, the Netherlands, 
Denmark and Finland over 
their refusal to comply with 
a new payment scheme.

Austria and the Czech 
Republic get some gas from 
Nord Stream 1, but Russian 
gas also flows to them via a 
Ukraine pipeline.

Visiting Prague, Mr 
Habeck signed an agree-
ment with the Czech Re-
public pledging mutual help 
in the event of a sharp drop 
in Russian gas supplies.

Since Russia’s invasion 
of Ukraine in February, 
Germany has reduced its 
dependence on Russian gas 
from 55% to 35% and wants 
to stop using gas from Rus-
sia altogether.

Last year the other main 
suppliers of natural gas 
to Germany were Norway 
(31%) and the Netherlands 
(13%). Germany is now get-
ting more gas from them, 
since reducing imports 
from Russia.

The government has 
also given the go-ahead for 
Germany’s first LNG termi-
nal to be built, at Wilhelms-
haven.

Germany fears  
Russia gas cut may 
become permanent
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TWITTER Inc has hired U.S. 
law firm Wachtell, Lipton, 
Rosen & Katz LLP as it pre-
pares to sue Elon Musk and 
force him to complete the $44 
billion acquisition of the social 
media company, according to 
people familiar with the mat-
ter.

Musk, the chief executive 
officer of Tesla , on Friday ter-
minated his deal, saying Twit-
ter had failed to provide infor-
mation about fake accounts 
on the platform, after which 
Twitter’s chairman, Bret Tay-
lor, vowed a legal fight.

Twitter is planning to file 
a law suit early this week in 
Delaware, people familiar with 
the matter said.

Twitter declined to com-
ment while the law firm did 
not immediately respond to 
Reuters’ request for comment 
outside business hours.

Wachtell, Lipton, Rosen & 
Katz was one of the legal ad-
visers for Musk’s plan to take 
Tesla private in 2018. Musk 
tweeted that there was “fund-
ing secured” for a $72 billion 
deal to take Tesla private but 
did not move ahead with an 
offer.

Musk and Tesla each paid 
$20 million in civil fines, and 
Musk stepped down as Tesla’s 
chairman to resolve U.S. Secu-
rities and Exchange Commis-
sion claims that he defrauded 
investors.

Twitter’s existing legal 
team includes Simpson Th-
acher & Bartlett LLP and 
Wilson Sonsini Goodrich & 
Rosati. Shares of Twitter slid 
more than 9% in the first day 
of trading after billionaire 
Elon Musk said that he was 
abandoning his $44 billion bid 
for the company and the social 
media platform vowed to chal-
lenge Musk in court to uphold 
the agreement.

Musk alleged Friday that 
Twitter has failed to provide 
enough information about the 
number of fake accounts on its 

service. However, Twitter said 
last month that it was making 
available to Musk a ″ fire hose 
” of raw data on hundreds of 
millions of daily tweets when 
he raised the issue again after 
announcing that he would buy 
the social media platform.

Twitter has said for years 
in regulatory filings that it be-
lieves about 5% of the accounts 
on the platform are fake. But 
on Monday Musk continued 
to taunt the company, using 
Twitter, over what he has de-
scribed as a lack of data. In 
addition, Musk is also alleging 
that Twitter broke the acquisi-
tion agreement when it fired 
two top managers and laid off 
a third of its talent-acquisition 
team.

Musk agreed to a $1 bil-
lion breakup fee as part of the 
buyout agreement, although 

it appears Twitter CEO Parag 
Agrawal and the company are 
settling in for a legal fight to 
force the sale.

“For Twitter this fiasco is 
a nightmare scenario,” Wed-
bush analyst Dan Ives, who 
follows the company, wrote 
Monday. He said the result 
would be “an Everest-like 
uphill climb for Parag & Co.” 
given concerns over employee 
morale and retention, adver-
tiser concerns and other chal-
lenges.

The sell-off in Twit-
ter shares pushed the share 
price below $34, far from the 
$54.20 that Musk agreed to 
pay for the company. That 
suggests Wall Street has very 
serious doubts that the deal 
will go forward.

Many experts in the legal 
and business sectors believe 

Twitter likely has a stronger 
case.

Morningstar analyst Ali 
Mogharabi noted that Twit-
ter has described its estimate 
of fake and spam accounts 
for years in regulatory filings 
while explicitly noting that the 
number might not be accurate 
given the use of data samples 
and interpretation.

Given current market 
conditions, Mogharabi said, 
Twitter may also have a solid 
argument that the layoffs and 
firings of the past weeks rep-
resent “an ordinary course of 
business.” “Many technology 
firms have begun to control 
costs by reducing headcount 
and/or delaying adding em-
ployees,” he said. “The resig-
nations of Twitter employees 
cannot with certainty be at-
tributed to any change in how 

Twitter has operated since 
Musk’s offer was accepted by 
the board and shareholders.” 
Tech industry analysts say 
Musk’s interlude leaves behind 
a more vulnerable company 
with demoralized employees.

“With Musk officially walk-
ing away from the deal, we 
think business prospects and 
stock valuation are in a pre-
carious situation,” wrote CFRA 
Analyst Angelo Zino. “(Twit-
ter) will now need to go at it 
as a standalone company and 
contend with an uncertain ad-
vertising market, a damaged 
employee base, and concerns 
about the status of fake ac-
counts/strategic direction.” 
The uncertainty surrounding 
who will run Twitter, Moghar-
abi said, could lead wary ad-
vertisers to curtail their spend-
ing on the platform.

Twitter hires law firm Wachtell 
to sue Musk after pulling out

Elon Musk attends The Metropolitan Museum of Art’s Costume Institute benefit gala celebrating the opening of the “In America: An Anthology 
of Fashion” exhibition on May 2, 2022, in New York. Twitter’s stock slid more than 6% before the market open Monday, July 11, 2022, after 
billionaire Elon Musk announced late Friday that he will abandon his $44 billion offer to buy Twitter and the company said it will sue the Tesla 
CEO to uphold the deal.
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AS Uber aggressively pushed 
into markets around the world, 
the ride-sharing service lob-
bied political leaders to relax 
labor and taxi laws, used a “kill 
switch’’ to thwart regulators 
and law enforcement, chan-
neled money through Bermuda 
and other tax havens and con-
sidered portraying violence 
against its drivers as a way to 
gain public sympathy, accord-
ing to a report released Sunday.

The International Consor-
tium of Investigative Journal-
ists, a nonprofit network of in-
vestigative reporters, scoured 

internal Uber texts, emails, 
invoices and other documents 
to deliver what it called “an 
unprecedented look into the 
ways Uber defied taxi laws and 
upended workers’ rights.’’ The 
documents were first leaked 
to the Brtiish newspaper The 
Guardian, which shared them 
with the consortium.

In a written statement. 
Uber spokesperson Jill Ha-
zelbaker acknowledged “mis-
takes’’ in the past and said CEO 
Dara Khosrowshahi, hired in 
2017, had been “tasked with 
transforming every aspect of 
how Uber operates... When we 
say Uber is a different compa- ny today, we mean it literally: 90% of current Uber employ-

ees joined after Dara became 
CEO.’’ Founded in 2009, Uber 
sought to skirt taxi regulations 
and offer inexpensive trans-
portation via a ride-sharing 
app. The consortium’s Uber 
Files revealed the extraordi-
nary lengths that the company 
undertook to establish itself in 
nearly 30 countries.

The company’s lobbyists — 
including former aides to Pres-
ident Barack Obama — pressed 
government officials to drop 
their investigations, rewrite 
labor and taxi laws and relax 
background checks on drivers, 
the papers show.

The investigation found 

that Uber used “stealth tech-
nology’’ to fend off govern-
ment investigations. The com-
pany, for example, used a “kill 
switch’’ that cut access to Uber 
servers and blocked authorities 
from grabbing evidence during 
raids in at least six countries. 
During a police raid in Amster-
dam, the Uber Files reported, 
former Uber CEO Travis Ka-
lanick personally issued an or-
der: “Please hit the kill switch 
ASAP... Access must be shut 
down in AMS (Amsterdam).’’ 
The consortium also reported 
that Kalanick saw the threat of 
violence against Uber drivers in 
France by aggrieved taxi driv-

ers as a way to gain public sup-
port. “Violence guarantee(s) 
success,’’ Kalanick texted col-
leagues.

In a response to the con-
sortium, Kalanick spokesman 
Devon Spurgeon said the for-
mer CEO “never suggested 
that Uber should take advan-
tage of violence at the expense 
of driver safety.’’ The Uber 
Files say the company cut its 
tax bill by millions of dollars 
by sending profits through 
Bermuda and other tax ha-
vens, then “sought to deflect 
attention from its tax liabili-
ties by helping authorities col-
lect taxes from its drivers.’’

Report: Uber lobbied, used ‘stealth’ tech to block scrutiny

‘Solid US economy can handle rising rates’
AGENCIES

LAST week’s jobs report points 
to a solid U.S. economy with 
little sign of a recession on the 
horizon and one that can with-
stand higher interest rates, St. 
Louis Federal Reserve presi-
dent James Bullard said Mon-
day.

Financial markets are 
flashing signs that an eco-
nomic downturn could arrive 
sometime next year, as Ameri-
cans grapple with the highest 
inflation in four decades and 
the Federal Reserve pushes 
borrowing costs higher. But 
Bullard said in an interview 
with The Associated Press that 
the central bank wouldn’t have 
to drive the economy into a 
recession or significantly raise 
unemployment to bring infla-
tion down to its 2% target.

“Now we have lots of infla-
tion, but the question is, can 
we get (inflation) back to 2% 
without disrupting the econ-
omy? I think we can,” he said.

Bullard’s optimism coin-
cides with a rapid pace of inter-
est rate increases by the Fed, 
intended to combat the highest 
U.S. inflation in 40 years.

Higher rates limit the abil-
ity of consumers and business-
es to borrow and spend, which 
can cool growth and inflation. 
But they also carry the risk of 
tipping the economy into a 
downturn.

Consumer prices rose 8.6% 
in May compared with a year 
ago, and a government infla-
tion report Wednesday could 
show that they’ve ticked high-
er.

Bullard also said he cur-
rently supports a 0.75 per-
centage point increase in the 
Fed’s benchmark short-term 
interest rate at its next meet-
ing later this month. Its rate is 
currently in a range of 1.5% to 
1.75%, after a 0.75 percentage 
point hike at its June meeting, 
the largest since 1994.

The Fed typically moves 
rates in quarter-point incre-

ments, but Chair Jerome Pow-
ell has said the Fed wants to 
move “expeditiously” to a level 
of about 2.5%, which would 
neither stimulate nor restrain 
growth.

On Friday, the govern-
ment’s jobs report showed em-
ployers added 372,000 jobs, 
a healthy increase, while the 
unemployment rate remained 

at 3.6% for the fourth consecu-
tive month, slightly above the 
five-decade low reached just 
before the pandemic.

The robust figures contrast 
with signs of a softening econ-
omy, from falling home sales 
to declining factory production 
to slower consumer spending. 
The economy contracted in the 
January-March quarter and 

real-time data trackers, such as 
one maintained by the Atlanta 
Federal Reserve Bank, suggest 
it did so again in the April-
June quarter.

Two quarters of shrink-
ing output would meet one 
rule of thumb for a recession. 
But the official definition of a 
recession, set by the National 
Bureau of Economic Research, 
looks at a much broader range 
of data to determine whether a 
downturn has occurred.

Bullard said that other 
measures of the economy, 
such as a broad measure of 
workers’ and business’ in-
comes, suggest the economy 
likely expanded in the first six 
months of this year. Business-
es and other employers also 
added 2.7 million jobs during 
that time, a robust total that 
reflects an optimistic outlook 
among businesses.

“It just doesn’t seem like 
the U.S. economy has been in 
recession for the last two quar-
ters,” Bullard said.

St. Louis Federal Reserve president James Bullard
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Why Sri Lanka’s economy  
collapsed and what’s next

Sri Lanka’s prime minister said late 
last month that the island nation’s 
debt-laden economy had “col-
lapsed” as it runs out of money to 
pay for food and fuel. Short of cash 

to pay for imports of such necessities and 
already defaulting on its debt, it is seeking 
help from neighboring India and China and 
from the International Monetary Fund.

Prime Minister Ranil Wickremesinghe, 
who took office in May, was emphasizing 
the monumental task he faced in turning 
around an economy he said was heading 
for “rock bottom.” On Saturday both he and 
President Gotabaya Rajapaksa agreed to re-
sign amid mounting pressure from protest-
ers who stormed both their residences and 
set fire to one of them.

Sri Lankans are skipping meals as they 
endure shortages and lining up for hours 
to try to buy scarce fuel. It’s a harsh real-
ity for a country whose economy had been 
growing quickly, with a growing and com-
fortable middle class, until the latest crisis 
deepened.

How serious is the crisis?
The government owes $51 billion and 

is unable to make interest payments on its 
loans, let alone put a dent in the amount 
borrowed. Tourism, an important engine 
of economic growth, has sputtered because 
of the pandemic and concerns about safety 
after terror attacks in 2019. And its cur-
rency has collapsed by 80%, making im-
ports more expensive and worsening infla-
tion that is already out of control, with food 
costs rising 57%, according to official data.

The result is a country hurtling towards 
bankruptcy, with hardly any money to im-
port gasoline, milk, cooking gas and toilet 
paper.

Political corruption is also a problem; 
not only did it play a role in the country 
squandering its wealth, but it also compli-
cates any financial rescue for Sri Lanka.

Anit Mukherjee, a policy fellow and 
economist at the Center for Global Devel-
opment in Washington, said any assistance 
from the IMF or World Bank should come 
with strict conditions to make sure the aid 
isn’t mismanaged.

Still, Mukherjee noted that Sri Lanka 
sits in one of the world’s busiest shipping 
lanes, so letting a country of such strategic 
significance collapse is not an option.

How is it affecting real people?
Tropical Sri Lanka normally is not lack-

ing for food, but people are going hungry. 
The U.N. World Food Program says nearly 
nine of 10 families are skipping meals or 
otherwise skimping to stretch out their 
food, while 3 million are receiving emer-
gency humanitarian aid.

Doctors have resorted to social media 
to try to get critical supplies of equipment 
and medicine. Growing numbers of Sri Lan-
kans are seeking passports to go overseas in 

search of work. Government workers have 
been given an extra day off for three months 
to allow them time to grow their own food.

In short, people are suffering and des-
perate for things to improve.

Why is the economy in such dire 
straits? 

Economists say the crisis stems from 
domestic factors such as years of misman-
agement and corruption.

Much of the public’s ire has focused on 
President Rajapaksa and his brother, for-
mer Prime Minister Mahinda Rajapaksa. 
The latter resigned in May after weeks of 
anti-government protests that eventually 
turned violent.

Conditions have been deteriorating for 
the past several years. In 2019, Easter sui-
cide bombings at churches and hotels killed 

more than 260 people. That devastated 
tourism, a key source of foreign exchange.

The government needed to boost its 
revenues as foreign debt for big infrastruc-
ture projects soared, but instead Rajapaksa 
pushed through the largest tax cuts in Sri 
Lankan history. The tax cuts were recent-
ly were reversed, but only after creditors 
downgraded Sri Lanka’s ratings, blocking it 
from borrowing more money as its foreign 
reserves sank. Then tourism flatlined again 
during the pandemic.

In April 2021, Rajapaksa suddenly 
banned imports of chemical fertilizers. The 
push for organic farming caught farmers by 
surprise and decimated staple rice crops, 
driving prices higher. To save on foreign ex-
change, imports of other items deemed to 
be luxuries also were banned. Meanwhile, 
the Ukraine war has pushed prices of food 

and oil higher. Inflation was near 40% and 
food prices were up nearly 60% in May.

Why did the prime minister say the 
economy has collapsed

The stark declaration in June by Wick-
remesinghe, who is in his sixth term as 
prime minister, threatened to undermine 
any confidence in the state of the economy 
and didn’t reflect any specific new devel-
opment. The prime minister appeared to 
be underscoring the challenges facing his 
government as it seeks help from the IMF 
and confronts criticism over the lack of im-
provement since he took office weeks earli-
er. The comment might have been intended 
to try to buy more time and support as he 
tries to get the economy back on track.

The Finance Ministry said Sri Lanka 
had only $25 million in usable foreign re-

serves. That has left it without the where-
withal to pay for imports, let alone repay 
billions in debt.

Meanwhile the Sri Lankan rupee has 
weakened in value to about 360 to the U.S. 
dollar. That makes costs of imports even 
more prohibitive. Sri Lanka has suspended 
repayment of about $7 billion in foreign 
loans due this year out of $25 billion to be 
repaid by 2026.

What is the government doing about 
the crisis? 

So far Sri Lanka has been muddling 
through, mainly supported by $4 billion in 
credit lines from India. An Indian delega-
tion came to the capital, Colombo, in June 
for talks on more assistance, but Wickrem-
esinghe warned against expecting India to 
keep Sri Lanka afloat for long.

Protesters stand on a vandalised police water canon truck and shout slogans at the entrance to president’s official residence in Colombo, Sri Lanka, Saturday, July 9, 2022.

Agencies

A major gas pipeline from 
Russia to western Europe shut 
down for annual maintenance 
on Monday as Germany pre-
pared to give the green light 
for 10 coal-fired power plants 
to restart amid concerns that 
Russia may not resume the 
flow of gas as scheduled.

The Nord Stream 1 pipe-
line runs under the Baltic Sea 
from Russia to Germany and 
is the latter’s main source of 
Russian gas. Gas is usually 
sent onward to other coun-
tries as well. It is scheduled to 
be out of action until July 21 
for routine work that the op-
erator says includes “testing 
of mechanical elements and 
automation systems.” The op-
erator’s data showed the gas 
flow dropping as planned on 
Monday morning.

Still, German officials 
are suspicious about Rus-
sia’s intentions, particularly 
after Russia’s Gazprom last 
month reduced the gas flow 
through Nord Stream 1 by 
60%. Gazprom cited techni-
cal problems involving a gas 
turbine powering a compres-
sor station that partner Sie-
mens Energy sent to Canada 
for overhaul and couldn’t be 
returned because of sanctions 

imposed over Russia’s inva-
sion of Ukraine.

Canada said over the 
weekend that it would al-
low the part to be delivered 
to Germany, citing the “very 
significant hardship” that the 
German economy would suf-
fer without a sufficient gas 
supply.

German politicians have 
dismissed Russia’s technical 
explanation for last month’s 
reduction in gas flows through 
Nord Stream 1, saying the de-
cision was a political gambit 
to sow uncertainty and push 
up energy prices.

German Vice Chancellor 
Robert Habeck has said he 
suspects that Russia may cite 
“some little technical detail” 
as a reason not to resume gas 
deliveries through the pipe-
line after this month’s main-
tenance.

The head of Germany’s 
network regulator, the Bun-
desnetzagentur, said “no one 
can say exactly” whether the 
gas will be switched back on.

“We have very varied 
signals from Russia,” Klaus 
Mueller told ZDF television. 
“There are Kremlin spokes-
people who say that, in com-
bination with the Siemens 
turbine, they can deliver sig-
nificantly more again; but 

there have also been very 
martial messages from the 
Kremlin.”

On Sunday, Ukraine’s 
energy and foreign minis-
tries said the return of Nord 
Stream 1 turbines “is adjust-
ing the sanctions regime to 
the whims of Russia.”

Germany and the rest of 
Europe are scrambling to fill 

gas storage in time for winter 
and reduce their dependence 
on Russian energy imports. 
Germany, which has Europe’s 
biggest economy, has been 
getting about 35% of its gas to 
power industry and generate 
electricity from Russia.

Last month, Habeck ac-
tivated the second phase of 
Germany’s three-stage emer-

gency plan for natural gas 
supplies, warning that Eu-
rope’s biggest economy faced 
a “crisis” and storage targets 
for the winter were at risk.

The German government 
is preparing to approve a de-
cree Wednesday that will give 
the green light for utility com-
panies to fire up 10 dormant 
coal power plants and six that 

are oil-fueled to make up for 
possible further gas shortfalls. 
Another 11 coal-fired power 
plants due to be shut down in 
November will be allowed to 
keep operating.

Environmentalists have 
warned that burning coal and 
oil releases even more carbon 
dioxide than gas-fueled pow-
er plants, putting Germany’s 
climate goals at risk. But the 
government argues that the 
short-term increase in emis-
sions will be compensated for 
with new measures to acceler-
ate the installation of renew-
able energy.

There’s concern in other 
countries as well over the im-
plications of recent reductions 
in Russian supplies via Nord 
Stream 1 and other routes.

French Economy and 
Finance Minister Bruno Le 
Maire said that a complete 
halt to Russian gas supplies 
is a “credible possibility.” He 
said France has to get in “bat-
tle mode” this summer to 
prepare for winter when “we 
will have to make courageous 
choices” amid likely energy 
shortages.

“We will not be able to 
keep ourselves warm and act 
as if nothing has changed,” Le 
Maire said. “We have to plan 
and organize now, we have to 

change our habits, reduce our 
(energy) consumption.”

Separately, Italian energy 
company ENI said Gazprom 
was cutting its Monday gas 
delivery by about a third 
compared with the average 
in recent days. ENI said that 
Gazprom would provide 21 
million cubic meters of gas, 
compared with an average of 
about 32 million cubic me-
ters.

Habeck signed an agree-
ment on energy security with 
his Czech counterpart Mon-
day that ensures the land-
locked nation will benefit 
from new liquefied natural 
gas terminals Germany is 
building.

“Russian dictator 
Vladimir Putin is using en-
ergy as a weapon against us,” 
said Czech minister of indus-
try and trade, Jozef Síkela. 
“He is trying to expose us to 
the threat of a complete lack 
of gas and increase its prices, 
which leads to the deteriora-
tion of the standard of living.”

“Having allies from the 
European Union on our side 
is our great advantage in this 
energy war,” said Sikela. “It 
is clear that the cooperation 
with Germany, through which 
almost all gas flows to us, will 
be essential for us.”

Gas pipeline shutdown starts amid German suspicion of Russia

The sun rises behind the pipe systems and shut-off devices at the gas receiving station of the Nord 
Stream 1 Baltic Sea pipeline and the transfer station of the OPAL gas pipeline, Baltic Sea Pipeline Link, 
in Lubmin, Germany, Monday, July 11, 2022.
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