
Kenyans protest 
bid to build 
East Africa’s 
first coal plant
NAIROBI: Scores of Kenyans yesterday
protested a project to build a coal power
station near the Lamu archipelago, a pop-
ular tourist spot that includes a UNESCO
World Heritage site and vibrant marine
life. The power station, which has been in
the planning stages for about six years,
has faced fierce resistance from activists
and local communities, and the National
Environmental Tribunal is to rule on June
24 on the fate of the project.

A group of about 200 protesters car-
rying black coffins emblazoned with
white skulls, as well as a miniature chim-
ney spewing smoke, marched through
downtown Nairobi yesterday chanting
“coal is poisonous!”

“There is no need to build centralized
dirty sources of energy such as coal to
answer Kenya’s energy demands, espe-
cially when the country is taking the lead
in Africa with an 85-percent renewable
energy base,” said deCOALonize

Campaign Coordinator, Omar Elmawi.
“With access to wind, solar, geo-ther-

mal and tidal energy sources, Kenya’s
renewable energy potential is cost-effi-
cient and causes no harm to the people
and environment.”

Campaigners argue the project is a
costly and damaging venture that makes
little sense at a time when most of the
world is turning away from coal plants
and investing in increasingly cheaper
renewable energies. “Countries are
divesting away from coal and even
China is moving away from coal invest-
ment towards renewable energy,”
Greenpeace representative Fredrick
Njehu said. However the government
sees it as a way to spur economic
growth, create jobs, and ensure Kenya’s
energy supply in the future.

‘Costly error’ 
Experts have raised serious concerns

about the project. The US-based
Institute for Energy Economics and
Financial Analysis (IEEFA) this week
released a report warning that due to a
series of miscalculations, electricity from
the plant will cost consumers 10 times
more than estimated.

The report entitled “The Wrong
Choice For Kenya” said the 981-
megawatt facility would be a “costly

error” for the country, with the 25-year
contract requiring payment of $360 mil-
lion annually even if no power is generat-
ed at the plant.  It says that Kenya’s ener-
gy demand growth has been much lower
than estimated, due to lower than
expected economic growth, and that if
built the plant would be “grossly under-
utilized”.

“The government’s own analysis
demonstrates that... Kenya’s abundant
renewable resources render no new coal

generation necessary in the country until
2029, at the earliest”.

The bulk of the $2 billion project is
being financed by China and it will be
built by Amu Power, a joint venture
between a Kenyan firm and Gulf Energy.
Construction will be carried out by China
Power Global. It will be the first coal-
fired power station in East Africa, and
will import coal from South Africa until
Kenya begins mining operations its own
mining operations. —AFP 

LONDON/DUBAI/SAO PAULO: Iran has
been racing to step up exports of petro-
chemicals and tap new markets to compen-
sate for sliding oil sales, Iranian and interna-
tional industry sources said, but now risks
losing that crucial revenue as Washington
tightens the screw on sanctions.

Tehran has been selling increased volumes
of petrochemical products at below market
rates, in countries including Brazil, China and
India, since the United States reimposed
sanctions on Iranian oil exports in November,
according to the six sources who include two
senior Iranian government officials.

Available ship-tracking data also points
to a rise in monthly shipments since then.
The scramble to bolster petrochemical sales
could be an indication of how successful the
US administration of Donald Trump has
been in choking off Iran’s oil revenues,
which have fallen further than under previ-
ous sanctions in 2012.

While the November sanctions applied to
petrochemicals as well, the four industry
sources said there was a degree of ambiguity
given the multiple types of products - includ-
ing urea, ammonia and methanol - which
allowed Iran to keep selling. However on
Friday the US Treasury moved to tighten the
restrictions by prohibiting companies from
doing any business with Iran’s largest petro-
chemical group, Persian Gulf Petrochemical
Industries Company, citing its ties to Iran’s
elite Revolutionary Guards. The measures
also apply to 39 subsidiary companies and
foreign-based sales agents.

The Treasury said it intended to “vigor-
ously enforce” the new petrochemical sanc-
tions, which could deal another hammer blow
to the Iranian economy. It is difficult to put a
comprehensive figure on Iran’s income from
petrochemicals, Iran’s second-largest export
industry after oil and gas, but officials said in
February that non-oil revenues had sur-
passed the amount earned by oil exports.

This week Iranian media quoted Ahmad
Sarami, a member of the Iranian Oil, Gas and
Petrochemical Products Exporters’ Union, as
saying Tehran received $11 billion from
petrochemical exports in the year ending in
March. The petrochemicals push comes as
Iran’s oil exports fell to around 400,000 bar-

rels per day (bpd) in May, less than half of
April’s level and down from at least 2.5 mil-
lion bpd in April last year, according to
tanker data and industry sources.

Iran’s annual oil revenue has averaged
around $50 billion in recent years. However a
senior U.S. official said in March that Tehran
had lost $10 billion in revenue since sanctions
were reimposed in November.

In a sign of the shifting industry land-
scape, Iran’s Supreme Leader Ayatollah Ali
Khamenei said in Tehran in April that Iran
should move towards the sale of oil prod-
ucts such as petrochemicals instead of
crude. Iranian authorities, who do not
recognise U.S. sanctions, dismissed the lat-
est restrictions announced on Friday and
vowed to press on with petrochemical
exports. Sarami of the exporters’ union
described the American measures as “psy-
chological warfare”.

A spokesman for Iran’s National
Petroleum Company confirmed the ramp-up
of petrochemical exports since November,
but declined to comment on the destinations.

Bound for Brazil 
In recent weeks Iran has been sending test

cargoes to Brazil, a new market for Iranian
petrochemicals exports, said two separate
international trading sources, who like the
other sources declined to be identified due to
the sensitivity of the matter. Carlos Millnetz, a
director at chemical company Eleva QuÌmica
Ltda, based in Brazil’s southern Santa
Catarina state, told Reuters they had been
importing urea from Iran.

“Iran wanted to diversify the destinations,
they were looking for a Brazilian partner, and
we thought it was a good opportunity,” he
said. Millnetz said the company had checked
with the Brazilian government before starting
the business and established there were no
restrictions.

“What they told me was that US sanctions
applied to oil-based produces, crudes and
fuels, etc. Ammonia by-products such as urea
are not included, they can be traded,” he
added. “I had all the paperwork, all the per-
mits from the government, I would never do
something that had any restrictions.” He said
the latest sanctions announcement did not

affect the purchases.
Two Iranian vessels, Bavand and Termeh,

made deliveries to Imbituba port in southern
Brazil between March and April bound for
Eleva QuÌmica, publicly available ship-track-
ing data shows.

At least 230,000 tons of urea had already
been booked for Brazil in recent weeks,
which included the two shipments for Eleva
QuÌmica, the trading sources said. Ship-
tracking data showed at least 10 vessels car-
rying petrochemicals each made at least two
voyages from Iran in November, whereas in
October four vessels each made one trip.
However, the data may not give the full pic-
ture because ships can turn off their tracking
transponders and there can be limited port
reception, including in Iran.

Two industry sources, who are based in
the Middle East and Asia and are familiar
with Iran’s petrochemicals activity, said the
country had been selling cargoes into China
and India, which are established markets, and
had made some overland deliveries to neigh-
boring Pakistan.

Iran has been offering discounts in the
region of $40 per ton cheaper than market
rates of about $260 to $280 a tonne, saving
buyers millions of dollars in equivalent cur-
rency, the sources added. Ship-tracking
data showed at least 10 cargoes of methanol
had been shipped to China from Iran since
the start of the year. It was not clear who
bought the cargoes. There were separately
multiple shipments to India this year to
unknown buyers. One vessel made at least
six voyages to India from Iran and trans-
ported cargoes of ammonia, according to
ship-tracking data and sources with knowl-
edge of the matter. The country of origin of
petrochemicals is much easier to conceal
than that of grades of oil.

Undercutting market 
The US sanctions imposed in November

banned purchases of Iranian petrochemical
products which include “any aromatic,
olefin, and synthesis gas, and any of their
derivatives, including ethylene, propylene,
butadiene, benzene, toluene, xylene, ammo-
nia, methanol, and urea”. However a sepa-
rate document by the Treasury’s enforce-

ment division OFAC says “in keeping with
the EIA’s (US Energy Information
Administration) standard definition, petrole-
um products do not include natural gas, liq-
uefied natural gas, biofuels, methanol, and
other non-petroleum fuels”.

This could suggest a discrepancy in the
types of petrochemical products that were
banned, such as methanol and fertilizers, the
industry sources said. Behzad Mohammadi,
Iran’s deputy petroleum minister for petro-
chemical affairs, said in May that the wide
diversity of petrochemical products and
high international demand for them made
the industry unsanctionable.

However, Aaron Hutman, Washington-
based counsel with law firm Pillsbury, which
advises companies globally on sanctions
compliance, said firms could still be leaving
themselves open to potential penalties by
dealing in Iranian petrochemicals.
“Companies should not perceive discrepan-
cies or loopholes in US energy-related sec-
ondary sanctions,” he added. “The goal of
US officials appears to have been a com-
prehensive warning, and non-US compa-
nies or banks would be taking a risk in any
attempt to parse words within the petro-
chemical universe.”

Given the uncertainties over sanctions
enforcement, Iranian traders said they had
been cautious in conducting business. Two
Iranian traders said they had struck petro-
chemicals deals using front companies in
Turkey, in Dubai in the United Arab
Emirates and also other neighboring coun-
tries, declining to disclose further details.

One of the traders said cargoes were
concluded either in cash using non-US dol-
lar currencies or by barter, to avoid falling
foul of separate US financial sanctions that
bar Iranian companies from the global dol-
lar system. The traders said they used euros
and UAE dirhams in transactions and that
buyers in Turkey and the UAE were more
likely to be middle men who then redistrib-
uted cargoes.

A senior Iranian government official, who
declined to be named due to the sensitivity
of the matter, said shipments through
Turkey had been stepped up since
November, with the port of Izmir a favored
gateway. A second senior official, who has
been involved in meetings with buyers, said
there was huge interest in Iranian petro-
chemical products because of their quality
and price. “Pressure by any country cannot
stop Iran’s exports,” he added. — Reuters

As Washington tightens the screw, Tehran risks losing crucial revenue 
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Far from 
‘devalued’, euro
surges as trade
war hits yuan
LONDON: If evidence is needed of how far rip-
ples from the Sino-US trade war are reaching,
have a look at Europe where the yuan’s slump is
driving up the euro’s value against trade partners’
currencies, handicapping the export-reliant bloc’s
economy.

Contrary to US President Donald Trump’s
grumbles about a “devalued” euro handing the
region’s exporters an unfair advantage over US
rivals, the euro has risen to five-month highs ver-
sus trading partners’ currencies, an index compiled
by the European Central Bank shows.

Since Trump took office in early 2017 the index,
which measures the euro’s weighted average
against a basket of the bloc’s 19 main trading part-
ners, has risen 4 percent.

Worsening trade tensions have fuelled the
appreciation. It is up 1.6 percent since early May
and stands 2 percent below 3-1/2-year highs hit in
2018. The strength presents another headache for
the ECB as it struggles to revive the region’s slug-
gish economy, highlighting the need to stimulate
domestic demand and reduce the bloc’s reliance
on exports.

Reweighted basket
Shifting trade patterns mean the share of

emerging currencies in the trade-weighted euro
basket has risen sharply. China’s yuan has around
23 percent, up from less than 10 percent in 2003,
while the dollar’s share has shrunk to 17 percent
from 22 percent over the same period.

Policymakers in Frankfurt are concerned.
Sources familiar with ECB discussions told
Reuters after its meeting last week that ratesetters
were open to cutting benchmark borrowing costs
further from 0.40 percent if euro strength contin-
ued to hurt an economy bearing the brunt of the
trade war.

“I’ll give you five reasons for a rate cut,” one of
the sources said, before repeating “exchange rate”
five times. While the ECB does not formally target
an exchange rate, its President Mario Draghi last
week noted the euro’s appreciation in his post-
meeting news conference.

“For a central bank that is looking at the risk of
a slowing economy and with weak inflation, the
last thing they need is a stronger exchange rate,”
said Jane Foley, an analyst at Rabobank. European
policymakers would not welcome Trump “talking
down the dollar,” she added.— Reuters

NAIROBI: Protesters march in downtown Nairobi to demonstrate against a coal-
fired power station planned for Kenya’s heritage-listed Lamu archipelago. —AFP 

A gas flare on an oil production platform in the Soroush oil fields is seen alongside an
Iranian flag in the Gulf. —Reuters

US consumer 
prices barely
rise; underlying 
inflation muted
WASHINGTON: US consumer prices
barely rose in May, pointing to moderate
inflation that together with a slowing econ-
omy could increase pressure on the Federal
Reserve to cut interest rates this year. The
report from the Labor Department yester-
day, however, showed some pockets of
inflation, with rents and healthcare costs
rising solidly, which could buy the US cen-
tral bank some time before easing mone-
tary policy.

Fed policymakers are scheduled to meet
on June 18-19 against the backdrop of ris-
ing trade tensions, slowing growth and a
sharp step-down in hiring in May that has
led financial markets to price in at least two
interest rate cuts by the end of 2019. Fed
Chairman Jerome Powell said last week that
the central bank was closely monitoring the
implications of the trade war on the econo-

my and would “act as appropriate to sus-
tain the expansion.” A rate cut is not
expected next Wednesday.

The consumer price index edged up 0.1
percent last month as a rebound in the cost
of food was offset by cheaper gasoline, the
government said. The CPI gained 0.3 per-
cent in April. In the 12 months through May,
the CPI increased 1.8 percent, slowing from
April’s 1.9 percent gain. Economists polled
by Reuters had forecast the CPI would rise
0.1 percent in May and 1.9 percent year-
on-year. Excluding the volatile food and
energy components, the CPI nudged up 0.1
percent for the fourth straight month. The
so-called core CPI was held down by a
sharp decline in the prices of used cars and
trucks as well as motor vehicle insurance.
In the 12 months through May, the so-
called core CPI rose 2.0 percent after
advancing 2.1 percent in April.

The US dollar dropped sharply against
a basket of currencies after the release of
the data while US Treasury yields fell. US
stock index futures pared losses slightly.

Rent, healthcare costs rise
A report on Tuesday showing core

producer prices advancing solidly for a
second consecutive month in May had
offered hope for a firmer core CPI reading

in May, as well as in the inflation measure
tracked by the Fed for monetary policy.
The Fed’s preferred inflation measure, the
core personal consumption expenditures
(PCE) price index, increased 1.6 percent in
the year to April after gaining 1.5 percent
in March. Data for May will be released
later this month. The core PCE price index
has been running below the Fed’s 2 per-
cent target this year. Gasoline prices fell

0.5 percent in May after rising 5.7 percent
in April. Food prices rebounded 0.3 per-
cent in May after dipping 0.1 percent in
the prior month. Food consumed at home
increased 0.3 percent last month. Owners’
equivalent rent of primary residence,
which is what a homeowner would pay to
rent or receive from renting a home,
increased 0.3 percent in May after rising
0.3 percent in April. — Reuters

HAVANA: A man sells fruits and vegetables in a street of Havana on Tuesday. An
official financial liquidity crisis since the end of 2018, has caused shortages of
chicken, oil, flour and eggs, raising the spectre of a return to the “Special
Period” -Cuba’s hardest crisis in the 90s. — AFP


