
Air travel to get more 
expensive because of 
higher oil prices: Iata
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THE high price of oil will re-
sult in more expensive airline 
tickets, according to Willie 
Walsh, director general of the 
International Air Transport 
Association (Iata).

Oil is the single biggest 
element of an airline’s cost 
base, Walsh said during an in-
terview with the BBC Sunday 
Morning programme.

Flying will be more expen-
sive for consumers, “without 
doubt”, he said.

“It’s inevitable that, ulti-
mately, the high oil prices will 
be passed through to consum-
ers in higher ticket prices,” 
Walsh added.

Surging oil and gas prices, 
exacerbated by Russia’s mili-
tary offensive in Ukraine and 
increased demand from econ-
omies recovering from the 
COVID-19 pandemic, have 
fed into rising global inflation.

Brent, the benchmark for 
more than two thirds of the 
world’s crude, rose to a notch 
under $140 a barrel in March. 
It has given up some gains 
since then, but is still trading 
around the $105 mark.

Inflation globally has 
risen sharply amid a steep 
rise in the prices of food and 
other commodities since the 
Ukraine conflict began in 
February.

Inflation is this year fore-
cast to reach 5.7 percent in 
advanced economies and 8.7 
percent in emerging markets 
and developing economies, 
according to the International 
Monetary Fund.

Among the many nega-
tive effects of an escalation 

of the Russia-Ukraine war on 
aviation, rising fuel costs and 
dampened demand owing to 
lowered consumer sentiment 
would be paramount, Iata 
said during its annual general 
meeting in Doha last month.

Fixing battered balance 
sheets carrying $650 billion 
in debt would be another ma-
jor challenge for airlines this 
year, the industry body said.

Airlines are expected to 
post $9.7 billion in collec-
tive losses this year, a sharp 
improvement from about 
$42 billion in losses in 2021, 
Walsh said in Doha.

Holidaymakers need to be 
prepared for the cost of flights 
to go up, Walsh told the BBC.

Many of the issues affect-

ing airlines and airports were 
caused by staffing problems 
in the wake of COVID-19. 
However, Walsh said he had 
‘no regrets’ about making 
deep cuts to British Airways’ 
headcount during the pan-
demic, when he was running 
the airline.

“People are flying in ever 
greater numbers. It is a time 
for optimism, even if there 
are still challenges on costs, 
particularly fuel, and some 
lingering restrictions in a few 
key markets,” he said during 
the Iata meeting in Doha.

Aviation was among the 
industries hardest-hit by the 
pandemic, which had a domi-
no effect on tourism, hospital-
ity and supply chains. How-

ever, the sector is making a 
gradual recovery.

While the underlying de-
mand for travel is strong, 
there is a downside risk should 
governments choose to return 
to knee-jerk, border-closing 
responses to future outbreaks, 
according to Iata.

“Governments must have 
learnt their lessons from the 
Covid-19 crisis. Border clo-
sures create economic pain 
but deliver little in terms of 
controlling the spread of the 
virus,” Walsh said.

“With high levels of popu-
lation immunity, advanced 
treatment methods and sur-
veillance procedures, the 
risks of COVID-19 can be 
managed,” he said.
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INSTITUTE of Chartered Ac-
countants in England and 
Wales (ICAEW) and Oxford 
Economics have revised up-
ward growth forecast of the 
Middle East region for 2022 
on the back of higher in-
come for the oil-exporting 
Gulf countries from high oil                 
prices.

The latest report by the 
Institute of Chartered Ac-
countants in England and 
Wales (ICAEW) and Oxford 
Economics projected 5.2 per 
cent GDP growth for the Mid-
dle East region, an increase 
of one percentage point from 
their forecast released three 
months ago.

It said non-oil growth 
also continues to show strong 
signs across the GCC and 
ICAEW’s 2022 forecast for 
GCC non-oil activity stands at 
four percent, rising from 3.4 
percent three months ago.

While many major econo-
mies are feared to slip into 
recession, the Gulf nations 
are expected to post a budget 
surplus this year as oil pric-
es have been staying above 
$100 a barrel for the past few 
months, mainly due to the 
Ukraine-Russia crisis.

“The Middle East is faced 
with an interesting dilemma. 
Geopolitical turmoil has 
brought the GCC nations to 
the international negotiating 
table to aid global oil supply 
challenges. But hiking up oil 
production counteracts the 
region’s long-term strategy of 
diversification,” ICAEW said.

The ICAEW study noted 
that the rise in oil prices has 
provided strong support to 
the macroeconomic environ-
ment across the Gulf, which 
is being used to offset the 
impact of rising inflation and 
supply chain disruptions to 
regional commodity import-
ing countries.

“The GCC economy has 
seen an impressive bounce 

back from the disruption 
caused by the Covid-19 pan-
demic and has appeared 
steady despite global head-
winds from prolonged mar-
ket instability. Growth in the 
oil sector has largely been 
the driver of the region’s suc-
cess, although Saudi Arabia 
recently gestured its willing-
ness to help control rising oil 
prices – an indication that the 
region is concerned about the 
impact of a recession in key 
economies,” the report said.

It said inflated oil prices 
have led to improved GDP 
growth prospects in Saudi 
Arabia, where output is fore-
cast to expand by 7.1 per cent, 
compared to four per cent 
previously.

GCC to aid ME economic 
growth in 2022: Report
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OPEC expects global oil de-
mand to rise in 2023 but at 
a slower pace than 2022, the 
producer group said in its first 
forecast for next year, citing 
still robust economic growth 
and progress in containing 
COVID-19 in China.

In a monthly report on 
Tuesday, the Organization 
of the Petroleum Exporting 
Countries (OPEC) said it ex-
pects demand to rise by 2.7 
million barrels per day (bpd), 
or 2.7 percent, in 2023. It left 
this year’s growth forecast un-
changed at 3.36 million bpd.

Oil use has rebounded 
from the pandemic-induced 
slump in 2020 and is set to 
exceed 2019 levels this year. 
The outlook for 2023 suggests 
a strain on supplies could per-
sist as growth in non-OPEC 
output, which has been hit by 
Russian losses, is expected to 
lag the rise in demand.

“In 2023 expectations 

for healthy global economic 
growth amidst improvements 
in geopolitical developments, 
combined with expected im-
provements in the contain-
ment of COVID-19 in China, 
are expected to boost con-
sumption of oil,” OPEC said in 
the report.

OPEC’s demand forecast 
for 2023 is more optimistic 
than that of the International 
Energy Agency, another close-
ly watched forecaster, as well 
as initial views from OPEC 
delegates calling for a steeper 
slowdown due to high prices. 

The 2023 forecasts assume 
there will be no escalation of 
the war in Ukraine and that 
risks such as inflation do not 
take a heavy toll on global eco-
nomic growth, OPEC said.

OPEC kept this year’s 
global economic growth fore-
cast at 3.5 percent and fore-
cast growth of 3.2 percent in 
2023, adding uncertainty was 
skewed to the downside and 
upside potential “quite lim-
ited”.

Oil held on to an earlier 
decline after the report was 
released, trading below $103 
a barrel and well off the near-
record high of $139 it hit in 
March. The supply outlook for 
2023 suggests that the market 
could remain tight.

OPEC expects non-OPEC 
supply to rise by 1.7 million 
bpd, lagging demand growth 
and a slowdown from 2022. 
As a result, OPEC forecast the 
world will need 30.1 million 
bpd in 2023 from its mem-
bers to balance the market, up 
900,000 bpd from 2022.

That could be a stretch, 
since the group and allies 
including Russia, known as 
OPEC+, have been struggling 
to deliver on pledged output 
hikes in 2022 to unwind huge 
cuts made in 2020.

Spare production capacity 
in OPEC has been thinned by 
underinvestment in oilfields 
by some members. Adding to 
scepticism on this, Saudi Ara-
bia has been pumping below 
its OPEC quota despite near-

record prices. 
OPEC’s report showed 

OPEC output bucked that 
trend in June, rising by 
234,000 bpd to 28.72 million 
bpd with increases led by Sau-
di Arabia and the United Arab 
Emirates.

Even so, Saudi Arabia 
was assessed by the second-
ary sources used by OPEC as 
pumping 10.59 million bpd in 
June, below its OPEC quota. 
Saudi Arabia told OPEC it 
pumped 10.65 million bpd, 
close to the quota of 10.66 mil-
lion bpd.

The United States is ex-
pected to make the biggest 
contribution to non-OPEC 
supply next year although 
there is no acceleration ex-
pected in shale oil growth.

OPEC expects supply of 
US tight oil, another term for 
shale, to rise by 710,000 bpd 
in 2023, a slowdown from 
880,000 bpd in 2022, despite 
high prices that in previous 
years have encouraged faster 
growth.

Oil producer group OPEC expects global oil demand to rise by 2.7 million barrels per day, or 2.7 percent, in 2023 

OPEC expects global oil demand 
to rise in 2023 but at slower pace 

OPEC’s demand forecast for 2023 is more optimistic than that of the International Energy Agency, another 
closely watched forecaster, as well as initial views from OPEC delegates calling for a steeper slowdown due 
to high prices. 

International Air Transport Association Director General Willie Walsh. 
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CHINA’S auto exports sus-
tained their growth momen-
tum last month, hitting a re-
cord high and soaring 57.4 
percent year on year, industry 
data showed.

According to China’s news 
agency (Xinhua), China Asso-
ciation of Automobile Manu-
facturers said that in June, 

auto companies exported a to-
tal of 249,000 vehicles, climb-
ing 1.8 percent from a month 
earlier.

Some 198,000 passenger 
cars were exported last month, 
jumping 65.6 percent from the 
previous year, and exports of 
commercial vehicles stood at 
51,000 units, an increase of 
32.4 percent, the association 
said.

In the first half, China’s 

auto exports rose 47.1 percent 
year on year to nearly 1.22 mil-
lion units.

New energy vehicles have 
become a bright spot of Chi-
na’s auto exports, with some 
Chinese brands entering the 
markets of developed coun-
tries such as many in Europe, 
with growing global recog-
nition and increasing com-
petitiveness, the association 
noted.

China’s auto exports grow 57.4% 

Gulf nations are expected to post a budget surplus this year as oil 
prices have been staying above $100 a barrel for the past few months.
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London’s Heathrow Airport 
caps daily passenger numbers

Agencies

London’s Heathrow Airport 
is capping daily passenger 
numbers for the summer and 
telling airlines to stop selling 
tickets as it steps up efforts 
to quell travel chaos caused 
by soaring travel demand and 
staff shortages.

Britain’s busiest airport 
said Tuesday that it’s setting 
a limit of 100,000 passengers 
that it can handle each day 
through sept. 11. 

The restriction is likely 
to result in more canceled 
flights even after airlines al-
ready slashed thousands of 
flights from their summer 
schedules.

U.K. aviation authorities 
demanded that airlines ensure 
they can operate without dis-
ruption over the summer, with 
carriers not punished for not 
using their valuable takeoff 
and landing slots.

Even with that allowance, 

Heathrow, which had warned 
a day earlier that it may ask 
airlines to cut flights further, 
said it still expected more pas-
sengers than airport ground 
staff could handle.

“some airlines have taken 
significant action, but others 
have not, and we believe that 
further action is needed now 
to ensure passengers have 
a safe and reliable journey,” 
Heathrow CEo John Holland-
Kaye said in an open letter to 
passengers.

Airlines are expected to 
operate flights over the sum-
mer with an overall daily ca-
pacity of 104,000 seats, or 
4,000 more than Heathrow 
can handle, the airport said. 
only about 1,500 of these dai-
ly seats have been sold to pas-
sengers.

“so we are asking our air-
line partners to stop selling 
summer tickets to limit the 
impact on passengers,” Hol-
land-Kaye said.

Agencies

U.s. Treasury secretary 
Janet Yellen and Japan’s 
finance minister agreed 
Tuesday to cooperate in 
dealing with challenges 
from the war in Ukraine 
and promoting free trade, 
sustainable energy and food 
security.

Yellen was visiting To-
kyo on Tuesday for talks 
ahead of a meeting of the 
Group of 20′s financial lead-
ers on the Indonesian island 
of Bali later in the week.

Before beginning her 
meeting with Finance Min-
ister shunichi suzuki, she 
stressed the importance of 
effective sanctions against 
Russia for its invasion of 
Ukraine and said she hoped 
to gain the support of Japan 
and other nations in seek-
ing a price cap on Russian 
oil that would limit funding 
going to Moscow’s military.

“our governments have 
common viewpoints and in-
terests on many of the most 
pressing priorities affecting 
our national interests as 
well as global stability and 
prosperity. And when we 
work together, we are each 
more effective,” she said.

suzuki welcomed Yellen, 
saying: “At this time, when 
the international commu-
nity faces so many chal-
lenges, it is more important 
than ever for the U.s. and 
Japan to work together.” A 
joint statement issued Tues-
day after the talks pledged 
support for Ukraine in cop-
ing with its economic chal-
lenges. It also said both 
sides had welcomed efforts 
to pursue price caps “where 
appropriate.” A price cap 
would be aimed at curb-
ing the war’s impact on gas 
and energy prices. Japan, 
which imports almost all its 
oil, has suffered an energy 
crunch recently partly be-
cause of the war in Ukraine 

and a weakening of the yen 
against the U.s. dollar.

The U.s. Federal Re-
serve’s moves to curb infla-
tion hovering at a four-dec-
ade high by raising interest 
rates have helped pushed 
the U.s. dollar higher 
against many currencies. 
That includes the euro and 
the Japanese yen. With the 
yen trading at 20-year lows, 
Japan has seen costs sky-
rocket for many imports, 
including oil, gas and coal.

The statement from the 
Treasury department said 
Japan and the U.s. will also 
“consult closely on exchange 
markets and cooperate as 
appropriate on currency is-
sues.” The talks Tuesday 
had scant immediate impact 
on exchange rates, with the 
dollar gaining to 137.25 yen 
from 136.10 yen.

Yellen is making her first 
visit to Asia as treasury sec-
retary. she was chair of the 
U.s. Federal Reserve from 
2014-2018.

on Monday, she at-
tended the wake for former 
Prime Minister shinzo Abe, 
who was assassinated on 
Friday. Abe, the nation’s 
longest serving prime min-
ister, was shot Friday by a 
man who emerged from a 
crowd, firing a homemade 
weapon.

Yellen, sitting across 
from a table from suzuki, 
offered her condolences, 
saying Abe had left a lega-
cy of “revitalizing Japan’s 
economy and leadership 
position.” In their state-
ment, Japan and the U.s. 
expressed support for a new 
World Bank fund to help fi-
nance pandemic prevention 
and urged other creditor na-
tions, such as China, to help 
countries like crisis stricken 
sri Lanka deal with their 
debt problems.

After the G-20 meetings, 
Yellen is due to visit south 
Korea.

US, Japan vow joint 
efforts on Ukraine, 
trade, food crisis
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THE euro rebounded on Tues-
day after earlier sliding to a 
20-year low and effectively 
reaching parity against the 
U.s. dollar as investors wor-
ried that an energy crisis in 
the region will tip the economy 
into recession.

The single currency 
reached $1.00005 against the 
greenback, the lowest since 
dec. 2002, after data showed 
that German investor senti-
ment plunged below levels at 

the outset of the coronavirus 
pandemic in July due to energy 
concerns, supply bottlenecks 
and rate hikes from the Euro-
pean Central Bank.

“For all intents and pur-
poses, it effectively reached 
parity,” said Mazen Issa, sen-
ior FX strategist at Td securi-
ties in new York.

“It seems like it’s a very 
gloomy outlook for the euro…. 
a sub-parity paradigm is very 
much in the cards,” Issa said, 
adding that the single currency 
could drop to the $0.85-$0.90 

area against the greenback.
The dollar is benefiting 

from expectations that the 
Federal Reserve has more 
room to hike rates than peers, 
which are facing more chal-
lenging growth outlooks.

Concerns that Europe 
could fall into a recession 
have increased since the big-
gest single pipeline carrying 
Russian gas to Germany, the 
nord stream 1 pipeline, began 
annual maintenance on Mon-
day. Governments, markets 
and companies are worried the 
shutdown might be extended 
because of the war in Ukraine.

The single currency was 
last $1.0050, after bouncing 
from the $1 level, which some 
analysts attributed to technical 

factors relating to options ac-
tivity and short-covering.

neil Jones, head of curren-
cy sales at Mizuho, said mar-
kets had been ‘short’ on the 
euro in anticipation of a break 
below parity, but “we didn’t 
get it and now these shorts are 
buying back into the early new 
York market.”

A possible catalyst that 
could push the euro back lower 
could be highly anticipated 
inflation data on Wednesday, 
which is expected to show that 
U.s. consumer prices rose by 
an annual rate of 8.8% in June. 

“We may have to wait for 
U.s. CPI...or a clearer picture 
for European energy markets 
once planned maintenance in 
nord stream comes close to 

finalising for euro-dollar to 
break the (parity) threshold,” 
said simon Harvey, head of FX 
at Monex Europe.

Meanwhile the Australian 
dollar rebounded from a two-
year low, after being hurt by 
global growth concerns as Chi-
na implements new CoVId-19 
curbs.

The Aussie was last up 
0.22% at $0.6752, after earlier 
falling to $0.6712, the lowest 
since June 2020.

The U.s. dollar fell 0.55% 
against the Japanese yen to 
137.33, after hitting 137.73 on 
Monday, the strongest level in 
24 years.

In the cryptocurrency mar-
ket bitcoin dipped 0.46% to 
$19,858.

Euro bounces after reaching 
brink of parity with US dollar

The single currency reached $1.00005 against the greenback, the lowest since Dec. 2002, after data showed that German investor sentiment plunged below levels.
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FInAnCIAL regulators in cen-
tral China’s Henan and An-
hui provinces have promised 
to give some bank customers 
some of their deposits back 
after a protest over their fro-
zen accounts sunday turned 
violent.

In statements issued late 
Monday, officials said custom-
ers with deposits of 50,000 
yuan (about $7,400) or less 
would be reimbursed. They 
said others with larger bank 
balances would get their mon-
ey back at a later, unspecified 
date.

The bank protests drew 
wide attention because angry 
depositors who tried to go to 
Zhengzhou in Henan to try 
to get their money back from 
the six financially troubled ru-
ral banks were stopped from 
traveling by a health app on 
their cellphones. on sun-
day, they staged their largest 
protest yet, which police and 
plainclothes security broke up 
with force.

The protesters are among 
thousands of customers who 
opened accounts at the banks 
in Henan and neighboring An-
hui province that offered rela-
tively high interest rates. They 

later found they could not 
make withdrawals after media 
reports that the head of the 
banks’ parent company was 
wanted for financial crimes.

The announcement by 
regulators was received with 
skepticism by customers who 
have been organizing protests 
online and offline since April 
to try to get their money back.

“This does not actually 
solve the problem,” said Xu 
Zhihao, a bank customer who 
didn’t take part in the protest 
sunday. The People’s Bank of 
China, the country’s central 
bank, guarantees deposits of 
customers up to 500,000 yuan 

($74,000), but that won’t be 
enough to cover some peo-
ples’ losses. one protester, 
who gave only her last name, 
ding, said she and her mother 
had 800,000 yuan ($119,000) 
in savings deposits at multiple 
banks.

“They made this an-
nouncement because we put 
our lives on the line. This less 
than 50,000 yuan isn’t what 
we are owed. It’s more a pay-
ment to keep social stability,” 
said ding, who declined to 
give her full name out of fear 
of reprisal. she said and her 
husband were hit by plain-
clothes security staff during a 

protest sunday, when several 
people were injured. Multiple 
protesters told the AP that 
some people were hospitalized 
after being hurt when police 
and plainclothes security offic-
ers used force to disperse the 
protesters, though most of the 
injuries were scrapes or cuts.

The bank customers 
started their accounts online 
through financial platforms 
such as Jd digits, which is 
owned by e-commerce gi-
ant Jd.com, drawn by offers 
of higher interest rates, such 
as five-year fixed deposit ac-
counts paying an interest rate 
of just over 4%.

China bank customers to get deposits back after protests

People hold banners and chant slogans stage a protest at the en-
trance to a branch of China’s central bank in Zhengzhou in central 
China’s Henan Province on July 10, 2022. 

The dollar is benefiting from expectations 
that the Federal Reserve has more room 
to hike rates than peers

Croatia clears final hurdle to adopting the euro next year
Agencies

THE European Union on 
Tuesday removed the final ob-
stacles to Croatia adopting the 
euro, enabling the first expan-
sion of the currency bloc in al-
most a decade as the exchange 
rate fell to its weakest level 
against the dollar in 20 years.

EU finance ministers ap-
proved three laws that pave 
the way for Croatia to become 
the 20th member of the eu-
rozone on Jan. 1. The last EU 
country to join the European 
single-currency area was Lith-
uania in 2015.

“It’s a big day for Croatia, I 
dare say historic,” Croatian Fi-
nance Minister Zdravko Maric 
told reporters in Brussels.

Adopting the euro offers 
economic benefits stemming 
from deeper financial ties 
with the currency bloc’s other 
members and the European 
Central Bank’s monetary au-
thority.

More tangibly, it means 

that any of the current euro-
zone’s 340 million inhabitants 
who visit Croatia will no long-
er need to exchange their cash 
for Croatian kuna.

Euro entry also has po-
litical rewards because the 
shared currency is Europe’s 
most ambitious project to in-
tegrate nations, giving them 
a place in the EU core. That 
means a seat at the EU’s top 
decision-making tables.

Croatia’s accession to the 
monetary bloc is “an impor-
tant moment for the European 
Union” and “confirms that the 
euro is an attractive, resilient 
and successful global cur-
rency,” EU Commission Ex-
ecutive Vice-President Valdis 
dombrovskis said.

However, the euro’s ex-
change rate very briefly 
touched $1 for the first time 
in two decades Tuesday before 
immediately going back up. 
A worsening energy crisis in 
Europe tied to Russia’s war in 
Ukraine has stoked fears of the 

economy going into a tailspin.
“The crucial factor for a 

possible adverse scenario is 
exactly the supply of energy,” 
European Economy Commis-
sioner Paolo Gentiloni said. 
“This risk did not diminish in 
the weeks that we have behind 
us. It’s still there and increas-
ing.” While political elites in 

Croatia view euro membership 
as a success, citizens who are 
already coping with double-
digit inflation are concerned 
that the introduction of the 
European single currency will 
cause further price increases.

“They are constantly com-
forting us on the radio that 
prices will be fine, but I don’t 

believe it,” Zagreb resident 
Visnja Gacic said. “I have a 
friend in slovenia, and when 
they introduced the euro, 
prices went sky-high.” In May, 
inflation in Croatia reached a 
14-year high of 10.8%. In the 
eurozone, it was a record 8.6% 
in June, with the ECB plan-
ning to raise interest rates for 
the first time in 11 years this 
month to combat soaring con-
sumer prices.

Created in 1999 among 11 
countries including Germa-
ny and France, the euro has 
gone through seven previous 
enlargements starting with 
Greece in 2001.

The appeal of euro mem-
bership is reflected by the 
last three expansions, which 
brought in Baltic states be-
tween 2011 and 2015. during 
that period, the eurozone was 
scrambling to contain a debt 
crisis that Greece had trig-
gered and that was threaten-
ing to break apart the currency 
alliance.

A customer pays using Croatian Kunas at the vegetable market in 
downtown Zagreb, Croatia.
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What happens next in the  
Musk-Twitter saga?

Tesla CEO Elon Musk and Twitter are 
bracing for a legal fight after the bil-
lionaire said Friday he was abandon-

ing his $44 billion bid for the social media 
company.

Twitter is vowing to challenge Musk 
in court to uphold the agreement. Shares 
of Twitter slid more than 11% on Monday. 
Here’s a look at what could happen next.

Why is Musk backing out? 
There are a lot of reasons why Musk 

might have had second thoughts. But he al-
leged Friday that Twitter has failed to pro-
vide enough information about the number 
of fake accounts it has.

Twitter said last month that it was mak-
ing available to Musk a “firehose” of public 
raw data on hundreds of millions of daily 
tweets. But Musk’s lawyers have argued 
that the company was providing Musk with 
sometimes “incomplete or unusable infor-
mation” and less data than it offers some of 
its big customers.

Twitter said last week it uses a mix of 
public and private data to determine the 
amount of spam. Private user data isn’t 
available publicly and thus isn’t in the data 
“firehose” that it gave Musk. That would in-
clude IP addresses, phone numbers and lo-
cation. Twitter said such private data helps 
avoid misidentifying real accounts as spam.

Twitter has said for years in regula-
tory filings that it believes about 5% of the 
accounts on the platform are fake. But on 
Monday Musk continued to taunt the com-
pany, using Twitter, over what he has de-
scribed as a lack of data.

What is Twitter’s response? 
Twitter declared its intent to sue Musk. 

The company could have pushed for a $1 
billion breakup fee that Musk agreed to pay 
under these circumstances. Instead, it looks 
ready to fight to complete the purchase, 
which the company’s board has approved 
and CEO Parag Agrawal has insisted he 
wants to consummate.

The chair of Twitter’s board, Bret Taylor, 
tweeted Friday that the board is “committed 
to closing the transaction on the price and 
terms agreed upon” with Musk and “plans 
to pursue legal action to enforce the merger 
agreement. We are confident we will prevail 
in the Delaware Court of Chancery.”

The trial court in Delaware frequently 
handles business disputes among the many 
corporations, including Twitter, that are in-
corporated there.

Who’s going to win? 
It’s almost impossible to predict the out-

come of any protracted legal battle. But law 
and business experts believe Twitter likely 

has the stronger case.
Morningstar analyst Ali Mogharabi not-

ed that Twitter has described its estimate of 
fake and spam accounts for years in regula-
tory 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 represent “an ordinary 
course of business.”

“Many technology firms have begun to 
control costs by reducing headcount and/or 
delaying adding employees,” he said. “The 
resignations of Twitter employees cannot 
with certainty be attributed to any change in 
how Twitter has operated since Musk’s offer 
was accepted by the board and sharehold-

ers.”
The case could also end in a settlement, 

for instance with the two sides negotiating 
a lower price. If Musk wins, there’s also the 
question of the $1 billion breakup fee. He 
can certainly afford it, but will he want to 
pay?

What happens to Twitter now? 
The Musk saga has been, to put it mildly, 

a distraction for Twitter’s workers, execu-
tives and even users. Some employees have 
quit, while others were laid off or fired. Job 
offers have been rescinded and discretion-
ary spending curtailed.

“For Twitter this fiasco is a nightmare 
scenario,” Wedbush analyst Dan Ives, who 
follows the company, wrote Monday. He 
said the result would be “an Everest-like up-

hill climb for Parag & Co.” given concerns 
over employee morale and retention, adver-
tiser concerns and other challenges.”

Twitter itself is unlikely to go anywhere 
regardless of whether or not it changes 
hands. But if the turmoil continues it could 
scare away advertisers. If too many engi-
neers and other employees leave, the plat-
form’s quality could suffer as well.

“The one bright spot is that if (Twitter) is 
ultimately victorious in the courts, it could 
potentially take north of the $1B in break-
up fees that Musk could have to pay,” said 
CFRA Analyst Angelo Zino.

If he loses, will Musk comply? 
Even if Musk loses the court case, some 

observers wonder if the world’s richest man 
will abide by the outcome. That’s in part 

based on his antagonistic approach to unfa-
vorable actions from the U.S. Securities and 
Exchange Commission over Musk’s tweets 
claiming he had the funding to take Tesla 
private in 2018.

That led to a securities fraud settlement 
with the SEC requiring that his tweets be 
approved by a Tesla attorney before being 
published. But the SEC later investigated 
whether the Tesla CEO violated the settle-
ment with tweets last November asking 
Twitter followers if he should sell 10% of his 
Tesla stock.

Musk had argued that the agency can’t 
take action about his tweets without court 
authorization. This time, however, he could 
very well face an actual court order to pay 
the $1 billion breakup fee — or to finish the 
acquisition even if he doesn’t want to.

The logo for Twitter appears above a trading post on the floor of the New York Stock Exchange, Nov. 29, 2021. Twitter’s stock slid more than 6% before the market open Monday, July 11, 2022, after bil-
lionaire 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.

Agencies

AMAZON is heading into its 
annual Prime Day sales event 
on Tuesday much differently 
than how it entered the pan-
demic.

The company has long 
used the two-day event — one 
of its biggest all year — to lure 
people to its Prime member-
ship, for which Amazon re-
cently raised the price to $139 
a year from $119 a year.

Amazon doesn’t disclose 
total Prime Day sales, though 
research firm Insider Intel-
ligence suggests sales could 
climb to about $7.76 billion 
in the U.S. alone — or 16.8% 
over last year -- in part be-
cause of the event’s mid-July 
timing, which compared to 
last year’s June date would 
allow the company to capture 
more consumers doing back-
to-school shopping.

Amazon could use the 
boost amid a slowdown in 
overall online sales. Once the 
darling of the pandemic econ-
omy, the company posted a 
rare quarterly loss in April 
as well as its slowest rate of 
revenue growth in nearly two 
decades — at 7%. Inflation 
had added roughly $2 billion 
in costs.

Amazon also acknowl-
edged it had too many work-
ers and expects its excess 
capacity from its massive 
warehouse expansion during 
the pandemic to total $10 bil-

lion in extra costs for the first 
half of this year.

“It’s causing pain at the 
moment, and that pain is con-
siderable,” said Neil Saun-
ders, the managing director 
of GlobalData Retail.

It’s quite a reversal from 
the early days of the pan-
demic when the e-commerce 
giant’s profits soared as 
homebound shoppers turned 
to online shopping to avoid 
contracting the coronavirus. 
The demand was so high 
that Amazon nearly doubled 
its workforce in the last two 
years to more than 1.6 million 
people.

It also increased its ware-
house capacity to match the 
avalanche of orders flooding 
its site. By the end of 2021, 
Amazon had leased and 
owned roughly 387.1 million 
square feet of space for its 
warehouses and data centers 
— more than double what it 
reported in 2019.

Then, the worst of the 
pandemic eased. Americans 
felt more comfortable leav-
ing their homes, and demand 
also slowed across the board. 
The retail sector’s online sales 
growth in the U.S., which 
spiked to 36.4% in 2020, 
returned to more normal 
growth in 2021 and 2022, 
clocking in at 17.8% and 9.4% 
respectively, according to In-
sider Intelligence.

Retail sales figures for 
June, due to be released Fri-

day, will shed more light on 
how e-commerce is faring. 
The most recent figures from 
May showed online sales fall-
ing 1% while overall retail 
sales declined 0.3% from 
April amid skyrocketing in-
flation.

“This is a period of time 
when consumers are being 
much more frugal thinking 
about how they’re spend-
ing and buying,” said David 
Niekerk, a former Amazon 
vice president of human re-
sources who oversaw op-

erations. “That’s having an 
impact on Amazon.” Brian 
Olsavsky, the company’s 
chief financial officer, has 
said many of Amazon’s ware-
house expansion decisions 
were made as far back as two 
years ago, limiting what the 
company can do to adjust 
midyear. That said, Amazon 
will spend less on warehouse 
projects this year compared 
to last, and transportation 
investments will be flat to 
slightly down.

Saunders said the excess 

capacity is likely to be a short-
term problem for Amazon, 
which he points out has con-
tinued to take steps to grow 
its retail business and draw 
more sellers to its service. In 
April, it announced it will ex-
tend the benefits of a Prime 
subscription to online stores 
beyond its own site, a move 
that will allow merchants to 
tap into the company’s vast 
fulfillment and delivery net-
works.

To fix its warehousing 
woes, CEO Andy Jassy said 

in May the company was go-
ing to let some of its leases 
expire and defer construction 
on others. Amazon is also 
subleasing warehouses to cut 
costs.

Preliminary data from 
the real estate marketplace 
provider Costar Group sug-
gests the company is dispro-
portionately shutting down 
its smaller facilities, which 
tend to have fewer loading 
docks and parking and are 
less efficient to operate, said 
Adrian Ponsen, Costar’s U.S. 
director of Industrial Analyt-
ics.

Still, closures are already 
creating issues. A handful of 
workers at an Amazon deliv-
ery station in Bellmawr, New 
Jersey recently walked off 
the job to protest transfers to 
other sites after Amazon de-
cided to shutter the facility.

Paul Blundell, an Amazon 
worker who led the walkout, 
said some workers wanted 
to transfer to nearby facili-
ties after being asked to go to 
sites as far as 20 miles away. 
They also wanted a $1 hour-
ly raise to make up for the 
disruption. Meanwhile, the 
company says employees are 
being given the opportunity 
to transfer to other sites with 
better perks.

Amazon signaled its oth-
er problem — overstaffing 
— emerged after onboarding 
new hires to fill in for work-
ers who were sick when the 

omicron variant swept the 
nation last year. But when 
the sick workers returned, 
Amazon had too many peo-
ple, adding roughly $2 billion 
in costs. That’s a far cry from 
last year, when the company 
boosted pay to $18 to attract 
hourly workers in a tight la-
bor market.

The issue might be solved 
naturally by the company’s 
high attrition rate. Saunders 
said Amazon is also likely to 
find use for the excess labor 
as the holidays approach, 
and might be able to rein in 
the problem by not hiring 
new workers in locations 
where they’re overstaffed.

However it happens, ana-
lysts are closely watching how 
Jassy will attempt to right 
the ship. A few weeks ago, 
he tapped Doug Herrington, 
a 17-year Amazon veteran, to 
replace Dave Clark, the for-
mer head of Amazon’s retail 
business who unexpectedly 
resigned last month after 23 
years at the company.

Amazon stock has tum-
bled this year, dropping 
roughly 39% year-to-date. 
And Jassy is under the gun 
to bring back profitability, 
Nieker said.

“He made a commitment 
to shareholders and others 
that he’s going to really focus 
now on getting back to profit-
ability in the company,” Niek-
er said. “And a big part of that 
is the consumer business.”

Amazon Prime Day comes amid slowdown in online sales growth

An Amazon Prime truck passes by a sign outside an Amazon fulfillment center on Staten Island, New 
York, on March 19, 2020. Amazon is heading into its annual Prime Day sales event on Tuesday, July 12, 
2022, much differently than how it entered the pandemic.
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