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US uncorks a 
bottle of 
wine tariffs on 
American firms
WASHINGTON: Would you pay $28 for a $14
glass of French wine? Most people would balk and
instead substitute a more reasonably priced option,
from Australia or Virginia or California, which
means the importer of that French wine, and the
warehouse workers who stored it and the truck
driver who delivered it all will find their jobs in
jeopardy. It’s a bad time for the wine industry in the
United States. French, Spanish and German wines,
with a few exceptions, have been hit by 25 percent
US tariffs in a longstanding fight between the
United States and the European Union over illegal
government subsidies to aircraft manufacturer Air-
bus. But President Donald Trump, who has repeat-
edly shown his preference for tough talk and steep
tariffs, is threatening to raise those tariffs to 100
percent and remove the exemptions.

One wine importer already has had to lay off
staff-including his own son. “I just finished 35 years
in business. Over that time I’ve probably fired eight
or 10 people. They all had it coming and most of
them were expecting it,” said Dan Kravitz, founder
of Hand Picked Selections, which specializes in
wines from the French Mediterranean and Spain. “I
never laid off anybody until October 18,” when the
tariffs on wine and other European goods took ef-

fect.  Kravitz said he cut four of 13 full-time employ-
ees and two part-timers “and that included my son.”
Raising the tariff to 100 percent would put him and
many others in the industry out of business, he said
in an interview. Ironically, he started his wine im-
porting business so that he could spend more time
with his young son, shifting gears after years work-
ing in restaurants. But in the changing business en-
vironment, his son’s design skills became
expendable.

Uncertainty means delayed investment 
Unlike Trump’s multiple, unilateral trade con-

flicts-over steel, aluminum, autos and with China-
the Airbus dispute predates his administration, and
the tariffs on $7.5 billion in products from the Eu-
ropean Union were authorized by the World Trade
Organization following 15 years of litigation. The
tariffs are a bid to hurt European companies to
pressure their governments to abide by global
trade rules and withdraw the subsidies-which the
United States argues allow Airbus to compete un-
fairly against Boeing. But American businesses
argue they are collateral damage in the dispute and
many may not survive. “They might be putting a
sanction toward the EU but it’s going to directly
impact the small businesses in America and also the
customers,” said Shelley Lindgren, wine director
and co-owner of A16, an Italian restaurant with lo-
cations in San Francisco and Oakland.

“So we’re all going to lose big and maybe a lot
of businesses will close for something not related
to food and wine.” The Distilled Spirits Council of
the United States said “jobs have been eliminated
and hiring halted” due to the tariffs, “and up to
78,600 US jobs could ultimately be lost if these
tariffs remain in effect or are increased.” —AFP

PARIS: The brief spike in Middle East ten-
sions as the US and Iran faced off has served
as a reminder of the havoc disruptions in
supply from the key oil producing region
could wreak on the global economy, the IEA
said yesterday. But it said ample stocks and
production elsewhere mean the world is rel-
atively well placed to react to a crisis. Wash-
ington and Tehran are currently in a standoff
after tit-for-tat military actions over the past
two weeks that had sparked fears of a large-
scale confrontation that could choke off the
Strait of Hormuz through which 20 percent
of global oil supplies flow.

“We cannot know how the geopolitical
situation will play out over time, but for now
the risk of a major threat to oil supplies ap-
pears to have receded,” the International
Energy Agency said in its latest monthly re-
port on oil markets. It noted that oil prices
have receded after jumping $4 per barrel,
much as they did in September when a se-
ries of attacks on Saudi oil facilities briefly
knocked out part of the production of the
key exporter.

“Today’s market where non-OPEC pro-

duction is rising strongly and OECD
stocks are 9 million barrels above the five-
year average, provides a solid base from
which to react to any escalation in geopo-
litical tension,” said the Paris-based or-
ganization, which advises industrial
nations that are members of the Organiza-
tion for Economic Co-operation and De-
velopment on energy policy.

“As a back-up resource, the value of
strategic stocks has once again been con-
firmed.” The IEA was created in the wake of
the 1973 oil shock provoked by an embargo
imposed by the OPEC cartel and IEA mem-
bers now hold strategic reserves worth three
months of net imports. The oil market has
been driven in recent years by a surge of
non-OPEC production that has outstripped
demand, with OPEC and its allies moving to
restrain production to support prices.

The IEA’s forecasts see faster growth in
demand for oil this year thanks to expecta-
tions that global growth will pick up as trade
tensions diminish. However, the 2.1 million
barrels per day (mbd) growth in non-OPEC
supplies will far outpace the increased de-

mand of 1.2 mbd, putting further pressure on
OPEC and its allies to further cut production.

During 2019, falls in OPEC production
nearly completely offset a rise in production

from countries outside the cartel. OPEC and
allied countries that include Russia agreed in
December to curb crude oil production by an
additional 0.9 mbd from January. —AFP

Mideast stoked tensions but 
no shock on oil market: IEA

Agency sees ample stocks and continuous production

In this file photo taken on December 11, 2019 an oil tanker is docked at the port of Ras Al-Khair, about 185
kilometers north of Dammam in Saudi Arabia’s eastern province overlooking the Gulf. —AFP

US economy
continues 
‘modest’ 
growth: Fed
WASHINGTON: The US economy showed less-
than-stellar growth in final weeks of 2019, but
produced solid holiday sales and enters 2020
with a “modestly favorable” outlook, the Federal
Reserve said  Wednesday. On the day the US and
China signed a long awaited partial trade truce
after months of conflict, the Fed said tariffs con-
tinued to weigh on the economy in some regions.

The Fed’s “beige book” survey of conditions
nationwide painted a mixed picture, with circum-
stances improving in the Richmond and Dallas
regions but lackluster in the Philadelphia, St.
Louis and Kansas City regions. “In many districts,
tariffs and trade uncertainty continued to weigh
on some businesses,” the report said. However,
“Expectations for the near-term outlook re-
mained modestly favorable across the nation.”
President Donald Trump last month relieved
some of the pressure on American businesses by
canceling a planned round of tariffs on Chinese
goods, and slashing some others as part of a par-
tial trade deal with Beijing, ending nearly two
years of escalating conflict.

The two sides signed the deal on Wednesday.
But many of the China tariffs remain in place-
costs borne by US businesses and consumers,
which are weighing on investment and growth-
and Trump also has slapped tariffs on European
exports including wine, and threatened to do

more. In the Philadelphia region, the looming
wine tariffs “prompted an area merchant to stock
up with over 35,000 cases” to beat the sanctions
and minimize price hikes, according to the report.
Overall economic growth in the area “slowed to
a slight pace,” it said. Across the United States,
“holiday sales were said to be sold” in the crucial
annual shopping period, while tourism was
“mixed” and manufacturing-a sector hit badly by
Trump’s trade wars-was “essentially flat” in most
areas. Labor remained scarce, with employers
struggling to fill open positions, a trend that now
dates back more than a year.

But in the manufacturing, transportation and
energy sectors, there were job cuts and reduced
hiring. The Kansas City region was mixed, with
strong retail sales and solid performance in the
professional and high-tech services industries-
but manufacturing and transport “continued to
decline.” Fed policymakers cut interest rates
three times in 2019 but said toward the end of
the year they did not expect to do so again un-
less circumstances changed substantially. The
beige book report was prepared in advance of
the Fed’s next policy meeting January 28-
29.Markets overwhelmingly expect policymak-
ers to leave interest rates untouched until
November at the earliest. —AFP


