
WASHINGTON, DC: US President Donald Trump speaks during a meeting with industry executives on the reopening of the US economy in the State Dining Room on Friday in 
Washington, DC. — AFP 
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WASHINGTON: The coronavirus pandemic could 
widen inequalities in the United States, Federal Reserve 
Chair Jerome Powell warned as government data showed 
consumer spending plunging by a record amount. 

The world’s largest economy is in dire shape with 
more than 40 million layoffs since lockdowns were 
imposed in mid-March to stop the spread of COVID-19. 
And with low-wage services workers bearing the brunt 
of the job losses, Powell warned the pandemic could be 
“a great increaser of inequality.” 

“The pandemic is falling on those least able to bear 
its burdens,” he said in a videoconference. The Fed has 
rolled out trillions of dollars in liquidity to support 
industries walloped by the downturn, and Powell reiter-
ated that supporting employment was the central bank’s 
main goal. 

“Everything we do is focused on creating an environ-
ment in which those people will have their best chance 
to keep their job, or get a new job, or maybe go back to 
their old job if they’ve been furloughed,” he said. The 
unemployment rate skyrocketed from near-historic lows 
just before the pandemic hit to 14.7 percent in April, and 
Commerce Department data released Friday showed 
personal consumption plunging by a record 13.6 percent 
in the first full month of nationwide lockdowns.  

Together with news that monthly exports collapsed, 
the report left economists anticipating the largest con-

traction in gross domestic product in the second quarter 
since the Great Depression. Data has also been dismal 
this month on the labor market, manufacturing produc-
tion and homebuilding. 

“Right now, the economy  is totally dependent upon 
the largesse of the government,” said Joel Naroff, chief 
economist at Naroff Economics in Holland, Pennsylvania. 
“Will the federal government keep sending out checks or 
will the household and business welfare payments dry 
up?” 

The Commerce Department said consumer spending, 
which accounts for more than two-thirds of US econom-
ic activity, plunged 13.6 percent last month, the biggest 
drop since the government started tracking the series in 
1959. It eclipsed the previous all-time decrease of 6.9 
percent in March. 

Economists polled by Reuters had forecast consumer 
spending would plummet 12.6 percent in April. Spending 
was depressed by a decrease in outlays on healthcare as 
dental offices closed and hospitals postponed elective 
surgeries and non-emergency visits to focus on patients 
suffering from COVID-19. 

Prices also dropped by 0.5 percent, the biggest drop 
in more than five years, according to the monthly per-
sonal income and outlays report, as the mass layoffs 
slowed consumption. 

 
Rising pessimism 

A separate survey showed consumers are becoming 
more pessimistic about the prospects for the post-pan-
demic recovery, yet another indicator of economic dam-
age in addition to the more than 100,000 deaths from 
the coronavirus. “Household spending will likely contin-
ue to be impacted going forward by a more cautious 
attitude by consumers as job losses continue to mount,” 
Rubeela Farooqi of High Frequency Economics said.  

“However, we think April likely marked the bottom 
and activity could be less weak in May and June.” 
Fueling the $1.89 trillion drop in consumption were 
decreases in spending on food and accommodation as 
people stopped traveling and going out. And that drop 
sent the personal savings rate soaring by 33 percent 
with shoppers holding on to $6.15 trillion—money that 

could perhaps be unleashed to aid the economy’s recov-
ery or stashed for hard times ahead. 

Income took an incongruent turn, shooting up by 
10.5 percent in April, but that spike was caused by the 
government’s massive $2.2 trillion CARES Act which 
boosted unemployment benefits and included direct 
payments to all Americans, including children. 

When those payments are excluded along with other 
government social benefits, income actually fell 6.3 per-
cent, which Harvard University economist Jason Furman 
said would be the largest decline ever. And he warned on 
Twitter that if Congress fails to extend the expanded 
unemployment payments beyond their expiration in the 
coming weeks, “these numbers will turn ugly in August.” 

The University of Michigan’s consumer sentiment 
index was practically flat in May, according to the sur-
vey released Friday, ticking up only half a point as con-
sumers held back their buying. But the index measuring 
future conditions plunged six points to 65.9, according 
to the report. 

The CARES Act has “helped to stem economic hard-
ship, but those programs have not acted to stimulate dis-
cretionary spending due to uncertainty about the future 
course of the pandemic,” the survey’s chief economist 
Richard Curtin said. Consumers were, however, expect-
ing the economy to improve in the coming months, 
Curtin said. – Agencies 
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PARIS: Carmaker Renault said Friday that it would cut 
nearly 15,000 jobs, including 4,600 at its core French 
operations, as it seeks to steer out of a cash crunch 
exacerbated by the coronavirus crisis. 

The company will target savings of more than two 
billion euros ($2.2 billion) over three years and turn its 
focus to electric vehicles as it seeks to restore competi-
tiveness in a market reeling from slumping sales since the 
COVID-19 pandemic forced millions of people into 
home confinement for weeks on end. Renault had been 
navigating turbulent waters even before the health crisis, 
starting with the shock arrest of its former boss Carlos 
Ghosn on financial misconduct charges in 2018 which 
led to deep rifts in its alliance with Japanese partners 
Nissan and Mitsubishi. 

“The difficulties encountered by the group, the major 
crisis facing the automotive industry and the urgency of 
the ecological transition are all imperatives that are driv-
ing the company to accelerate its transformation,” 
Renault said in a statement. In February, the company 
unveiled its first annual loss in a decade, followed quickly 
by the 2020 health crisis that saw new car registrations 
in the European Union plunge 76.3 percent year-on-
year in April. 

In an “adjustment” plan announced to unions 
Thursday, Renault said nearly 4,600 jobs would be cut 

out of 48,000 in France, and more than 10,000 in the 
rest of the world—some eight percent of the company’s 
global workforce. It would entail retraining, internal 
mobility and voluntary departures, spread out over three 
years, with no outright dismissals envisioned for now. 
Expansion plans in Morocco and Romania have been 
halted, and are under review in Russia. 

 
‘We don’t understand’ 

Four production sites in France could be closed or 
restructured, the automaker said, and its hulking factory 
at Flins northwest of Paris will stop making the Zoe elec-
tric hatchback from 2024. Overall, production capacity 
will be cut to 3.3 million by 2024 from four million vehi-
cles currently. 

The news came as a bombshell in Choisy, south of 
Paris, where about a hundred workers and local repre-
sentatives gathered at a Renault plant Friday morning. It 
employs some 260 people and is alone among 14 French 
production sites earmarked for closure by 2022, accord-
ing to chairman Jean-Dominique Senard. Its activities 
will move to Flins. 

“It’s a shock... We don’t understand how it’s possible,” 
said Antonio Perez, 52, who has worked at the Choisy 
site for over 20 years. Added his colleague Farid, 43: 
“Now we know, we know that we have no future... They 
just drop us in the middle of a pandemic, they throw us 
out on the street.” 

 
Future ‘likely to be harsh’  

The mayor of Choisy, Didier Guillaume, also 
expressed concerns, insisting the site remains viable and 
is the second-largest private employer of the city. “The 
future is likely to be harsh,” he said. Workers at a Renault 
factory in Maubeuge in northern France downed tools, 

while the CGT labor union called the new plan “suicidal.” 
Under the new plan, Maubeuge-based production of 

electric Kangoo utility vehicles is set to move to Douai, 
70 kilometers (43 miles) away, much to the consternation 
of workers. Renault’s shares fell back 7.5 percent on the 
Paris stock market Friday after surging more than 17 per-
cent Wednesday, when Renault and its partners Nissan 
and Mitsubishi unveiled a plan to deepen an alliance that 
just months ago appeared on the verge of breaking up. 

On Tuesday, while announcing an eight-billion-euro 
rescue plan for France’s car industry—which has seen 
sales and revenue slashed by some 80 percent—

President Emmanuel Macron said he wanted no produc-
tion of any car model made in France to move elsewhere. 

Macron’s plan is heavily focused on bolstering 
France’s electric car industry, and he said Renault had 
agreed to join a Franco-German project to produce 
electric batteries. This had been a condition for Renault 
to receive a five-billion-euro government rescue loan, 
along with guarantees from the company over the future 
of staff. The French government holds a 15 percent stake 
in Renault. The previous day, Nissan reported a $6.2 bil-
lion annual net loss and said it would shut its Barcelona 
plant and slash production. – AFP 

PARIS: French leftist party La France Insoumise’s local MP Mathilde Panot (center) speaks 
with unionists outside French carmaker Renault’s plant of Choisy-le-Roi, near Paris, on 
Friday after the group announced nearly 15,000 job losses worldwide, including 4600 in 
France in a two-billion-euro cost-cutting plan over three years. — AFP 


