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FRANKFURT: After years tangled in the “diesel-
gate” emissions cheating scandal, German carmak-
ers could suffer huge losses if the United States
carries out its threat to levy tariffs on European car
imports.

Mammoth exports 
Giants Volkswagen, BMW and Mercedes-

Benz parent Daimler exported a total of 494,000
cars from Germany to the US in 2017, or 45 per-
cent of all European auto exports to America. At
22 billion euros ($25 bil-
lion), Germany accounted
for 55 percent of the
value of all European cars
sold to the US that year,
Pictet bank calculated in
a research note.

Margins squeezed 
“If tariffs were imposed

that would make it much
harder for the import brands to offer those high in-
centives” like discounts in the US market, analyst
Peter Nagle of IHS Markit told AFP. “The US brands
could take advantage of those pricing mismatches.”
Meanwhile, Pictet noted that American “demand for
European cars declines by around 1.5 to 3.0 per-
cent when prices rise by one percent”. Over the
long term, the 25-percent tariffs mooted by Presi-
dent Donald Trump could halve the number of Ger-
man cars shipped to the US as demand falls, the
Munich-based Ifo institute predicted.

Ripple effect 
Rating agency Moody’s reckoned tariffs could

prove a drag on German GDP growth of around 0.2
percentage points, while Pictet’s estimate was higher,
at 0.3 to 0.4 percentage points. “Amongst the EU
countries, Germany is by far most strongly affected by
potential new US tariffs on car imports,” Ifo economist
Gabriel Felbermayr judged. He suggested that the tar-
iffs would cost the European economy nine billion
euros per year, including five billion in Germany.

And the consequences for Europe’s largest economy
“would extend far beyond
the directly affected firms,”
an EY study published in
December found, “given the
high significance of the car
industry in Germany and its
weight in German-American
trade relations.” After the
federal government slashed
its GDP growth forecast for
2019 to 1.0 percent early this

year, “the already shaky upturn would be in danger of
ending,” analyst Charlotte Heck-Parsch of BayernLB
bank warned. “A key question is whether the US admin-
istration will also impose tariffs on car parts,” said Pictet
analyst Nadia Gharbi. “If excluded, that would reduce
the negative impact on EU countries.”

Snowball effect 
German carmakers could try and cushion the ef-

fects of tariffs by producing more at their massive
American factories, car industry expert Ferdinand Du-

denhoeffer told AFP. But some brands, including Volk-
swagen subsidiaries Audi and Porsche, have no base in
the US. Meanwhile tariffs would be the latest broadside
against an already battered industry, pounded by
“dieselgate”, the US-China trade conflict, a general
economic slowdown, the threat of a no-deal Brexit and
the burden of massive investments in electric cars.

With Germany and other EU members’ growth

slowing, “a tariffs hike would come at a time when
confidence is already in decline and vulnerable,” ING
bank economist Raoul Leering noted. What’s more,
retaliation by Brussels with tariffs on American prod-
ucts “could well lead to further protectionist steps
by the US government... which in turn will have a
negative feedback into production and employment,”
he added.  —AFP
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VANCE: In this file photo taken on June 8, 2017 employees inspect Mercedes-Benz C-Class cars at the Mer-
cedes-Benz US International factory. —AFP

Eurozone industry 
slips into contraction
BRUSSELS: Eurozone manufacturing slipped into contraction in
February, as an industrial slump in Germany continued to weigh
down on the European economy, a closely watched survey
showed yesterday. In a first estimate, data monitoring company
IHS Markit said a pickup in the services sector had stimulated
business, but that the eurozone economy still remained “close to
stagnation” because of industry.

IHS Markit cited a “combination of intensifying headwinds and
concerns” including global trade war worries, Brexit and the
downturn of the auto sector, most worryingly in Germany. The
IHS Markit purchasing managers’ index (PMI) for manufacturers
only hit a lowly 49.2 in February - below the crucial 50 point level
and signalling a contraction in activity. The composite number,
that includes services, remained in positive territory however. 

It rose to 51.4 points in February from 51.0 in January, and
was better than a forecast of 51.1 points made by analysts sur-
veyed by data firm Factset. The overall data indicates that gross
domestic product (GDP) growth in the eurozone will struggle to
reach a feeble 0.1 percent in the first quarter of this year. “The
limited national breakdown showed improvements in both Ger-
many and France,” said Analyst Jack Allen at Capital Economics.
However, “all is not well in the manufacturing sector,” he added.
Based on manufacturing problems, the European Commission
this month sharply cut its eurozone growth forecast for 2019 to
1.3 percent. —AFP

Ghosn held $260,000 
Rio party billed to 
Renault-Nissan
PARIS: Former Renault and Nissan head Carlos Ghosn and his
wife invited friends to a $260,000 Carnival party in Brazil last
year and charged it to his employers, documents seen by AFP
show, a move Ghosn’s lawyer defended as a routine corporate
function for a multinational CEO. News of the party is the lat-
est evidence of Ghosn’s expensive lifestyle to emerge as his
time as one of the top executives in the auto industry faces
fresh scrutiny following his arrest in Tokyo last November.

According to documents seen by AFP, which confirm a re-
port in the Express magazine, Ghosn invited eight couples to
watch the Carnival parade in Rio de Janeiro in February last
year from a beach-side luxury hotel. While the guests were
asked to pay their own air fare, the invitations specified that
local teams would take charge of transport, lodging and other
expenses.

“On behalf of Mr and Mrs Ghosn, I have the pleasure to in-
form you that they would be delighted if you would accept to
be their guest at the 2018 Rio Carnival,” according to the De-
cember 2017 email invitation. “You will be responsible to book
your flight and the team will take care of you from the Rio air-
port,” it said, adding that the guests would be staying at the
beachside Hilton Hotel in Copacabana. The event required
costly security measures including two bullet-proof vehicles
which were put at the guests’ disposal.

Nissan’s Brazilian subsidiary later sent a bill of $257,872

(around 227,000 euros at current exchange rates) to the Re-
nault-Nissan holding company based in the Netherlands. The
Dutch firm coordinates the operations of the French-Japanese
alliance, which Ghosn built into the world’s top-selling auto-
motive group before his stunning downfall on charges of
under-reporting his salary. The 64-year-old French-Brazilian-
Lebanese executive has denied any wrongdoing, but remains
in detention awaiting a trial in Japan which could still be
months away.

“Friendly relations do not preclude business relations, they
can even help them,” Ghosn’s French lawyer Jean-Yves Le
Borgne said. “We’re told it involved Carlos Ghosn’s personal
relationships, but does that mean we can conclude there was
some form of misuse of funds at the alliance?” he said. Among
the guests were Mario Saradar of the family-owned Lebanese
banking group, where Ghosn sits on the board; and Misbah
Ahdab, a Lebanese lawmaker. American property developer
Harry Macklowe was also invited, as was Khalil Daoud, head
of the Lebanese postal service.

“Before getting indignant, we should check if they were
truly not involved in any Renault-Nissan business,” Le Borgne
said, noting that the Lebanese post office “required a large
fleet of automobiles.” Renault has said it is reviewing Ghosn’s
tenure as chief executive, a post he resigned last month fol-
lowing his dismissal as chairman of Nissan and their other al-
liance partner Mitsubishi.

Earlier this month, Renault said it had informed prosecutors
about a suspect transaction involving Ghosn’s extravagant
wedding at the Versailles Palace outside Paris in 2016. Ver-
sailles waived the usual 50,000-euro rental fee for the wed-
ding under a sponsorship deal signed between the palace and
Renault months before. Le Borgne has said Ghosn is ready to
repay the bill. —AFP
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