
BERLIN/FRANKFURT: A report that US Pres-
ident Donald Trump has threatened to pursue
German carmakers until there are no Mercedes-
Benz rolling down New York’s Fifth Avenue
dented shares in the luxury car manufacturers
yesterday. An excerpt from German magazine
Wirtschaftswoche’s article, which cited several
unnamed European and US diplomats but did
not include any direct quotes, could not be in-
dependently verified, while a United States Em-
bassy spokesman in
Berlin referred ques-
tions to Washington. 

The news and cur-
rent affairs magazine
said Trump had told
French President Em-
manuel Macron in April
that he aimed to push
German carmakers out
of the United States al-
together. Macron’s administration in Paris de-
clined to comment on the report. The Trump
administration last week opened a trade inves-
tigation into vehicle imports, which could result
in a 25 percent tariff on cars on the same “na-
tional security” grounds Washington used to im-
pose metals duties in March..

This could destroy exports by German car-

makers, which control 90 percent of the US pre-
mium market and are the biggest European
Union exporters of cars to the United States.
BMW owns Rolls-Royce, while Daimler has
Mercedes-Benz and Volkswagen controls Bent-
ley, Bugatti, Porsche and Audi. BMW shares
were trading 0.5 percent lower at 0939 GMT,
while Daimler and VW’s shares were down 1
percent and 1.6 percent respectively, underper-
forming Germany’s blue-chip DAX.

Trump has railed
against German carmak-
ers before and in early
2017, in an interview
with German newspaper
Bild, had said he would
impose 35 percent tariffs
on imported cars. At the
time, the president called
Germany a great car
producer but said that

the business relationship with the United States
was an unfair one-way street. Germany’s auto
industry association VDA says its members ex-
ported 657,000 vehicles to North America last
year, with total exports of vehicle components,
cars, engines, as well as second-hand vehicles
totalling €31.2 billion in 2016.

Imports from the United States to Germany

amounted to Ä7.4 billion, meaning a trade deficit
of €23.8 billion the VDA’s latest available figures
show. However, German brands also have huge
factories in the United States, where they built
804,000 cars last year, VDA said, providing jobs
for US workers.

Berlin has reacted angrily to the US vehicle

imports investigation, but the head of Germany’s
BDI industry association Dieter Kempf yester-
day called for prudence in the growing trade
tensions between the EU and the United States.
If the EU imposes countermeasures, it must ex-
pect Trump to come up with further measures,
he told Deutschlandfunk radio. —Reuters 
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BRUSSELS: Inflation in the eurozone leaped to
the ECB’s target in May, data showed yester-
day, fuelled by a huge increase in oil prices as
the US decided to pull out of a nuclear deal
with Iran. The EU’s statistics authority, Eurostat,
said inflation in the eurozone jumped to 1.9 per-
cent in May, a sharp pick-up from the 1.2 per-
cent recorded in April. That puts inflation right
at the European Central Bank’s target of close
to, but just below 2.0 percent.

Analysts believe higher inflation will heap
pressure on the ECB to end its massive stimu-
lus program that has helped keep government
borrowing prices in Europe at super low levels.
This would be especially sensitive in heavily-
indebted Italy, which is hit by a political crisis
and closely benefits from the ECB bond-buy-
ing program. “The drama in Italy creates
something of a headache for the ECB,” said
Stephen Brown, European economist at Capi-
tal Economics.

“But provided that the situation remains
contained, we doubt that it will prevent the ECB

from bringing its QE program to an end this
year,” Brown said, referring to the ECB’s so-
called quantitative easing program.

The strong jump in inflation was mainly due
to energy prices, which shot up by a dizzying
6.1 percent in May compared to 2.6 percent the
month before. This comes as oil trades at 3.5-
year highs amid concerns about supply disrup-
tions caused by the United States’ decision to
quit the Iran nuclear deal, as well as unrest in
Venezuela. But the potentially more significant
news was that core inflation - which excludes
food, energy, alcohol and tobacco - that also
increased to an eight-month high of 1.1 percent.

Analysts said that while this could be due to
seasonal factors, including an unusually high
number of public holidays in May, it pointed to
a tightening jobs market, which was also con-
firmed by data. Eurostat said yesterday the job-
less rate in the single currency area fell to 8.5
percent in April, a nine-year low and down from
8.6 percent a month before. German unem-
ployment dropped to a super-low 3.4 percent
in April, with the Netherlands at 3.9 percent.

But Italy, where populist and extreme right
parties are struggling to form a government,
saw its rate rise to 11.2 percent with youth un-
employment up to an alarming 33.1 percent.
Bailed out Greece stood at 20.8 percent in Feb-
ruary, the last month for which figures were
available, with Spain dipping to a still high 15.9
percent. —AFP 
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HAMBURG: A road sign on Max Brauer Allee warns motorists that older diesel veichle are
banned from using this stretch of road in this north German city yesterday.— AFP 

BERLIN: German Foreign Minister Heiko Maas
warned yesterday against the threat of protec-
tionism in global trade ahead of a deadline for
steep US import duties on steel and aluminium
imports from Europe. Maas told reporters that
international partners could have “no interest in
the clock being turned back in trade policy” as
today’s deadline for the new tariffs ticked down.
“To put it clearly: protectionism and isolation
with regard to free trade must be kept from get-
ting the upper hand again,” he said after talks
with his Chinese counterpart Wang Yi. 

Trade officials from Washington and Brussels
have continued discussions to find a solution,
such as import quotas, that would convince US
President Donald Trump to extend the exemp-
tion for the European Union from the 25 percent
tariff on steel and 10 percent on aluminium. But
The Wall Street Journal cited people familiar
with the matter saying a last-minute deal ap-
peared unlikely, and the tariff announcement
could come as early as yesterday. Trump im-
posed the tariffs in March to address global
oversupply of the metals, but though it was
largely aimed at China it hit US allies as well.

Wang said Beijing shared Berlin’s concerns
about upheaval in the international order. “We
both think that there are unprecedented deep
changes in global affairs,” he said. “There are
many problems - unilateralism, protectionism.
China and Germany as responsible countries...
must help provide stability.” Wang said China
aimed to “deepen dialogue and coordination”
and announced a visit to Germany in July by
Premier Li Keqiang. 

The EU has vowed to hit back at the US with
tariffs on American goods, including iconic items
such as Harley-Davidson motorbikes, blue jeans
and bourbon whiskey. Germany, the EU’s top
economy, would be particularly vulnerable to the
steel and aluminium tariffs due to its heavy re-
liance on the auto industry. —AFP 
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BERLIN: Chinese Foreign Minister Wang Yi and Ger-
man Foreign Minister Heiko Maas shake hands
after a joint press conference yesterday. — AFP 


