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EU Can’t Walk the Walk, Cut Russian Gas

2023.Theoutlookforthisyearis
bleak, with the German govern-
ment slashing its GDP growth
forecast from 1.3% to 0.2% in
2024.

The former driver of its econom-
ic powerhouse, energy-inten-
sive industry has been sputter-
ing since Russia’s attack and has
turnedintoaseriousthorninthe
country’sside.

Germany’s purchasing manag-
ers’ index (PMI) for its construc-
tion sector has been declining
since early 2022. Manufactur-

ing, meanwhile, has been in de-
clinesincemid-2023.
“Germany’s manufacturing sec-
tor has been mired in recession
since around the middle of last
year, and the latest PMI read-
ings signal another contraction
in the first quarter of 2024,
Cyrus de la Rubia, chief econo-
mist at Hamburg Commercial
Bank, wrote.

“To make things worse, the
downturnis very broadly based,
encompassing capital goods as
well as intermediate and con-

sumer goods,” headded.

It has ignited debates around
whether Germany can once
again be considered the “sick
man of Europe,” having previ-
ously shaken off its post-Cold
Wartitleinthe 1990s.

Deutsche Bank CEO Christian
Sewing warned in September
that Germany could become the
sickman of Europe, citing spiral-
ing energy costs and a shortage
of skilled workers as some of the
obstacles facing the country’s
economy.

The boss of Germany’s central
bank, Bundesbank, was forced
to hit back at this unfortunate
moniker, arguing that Europe
asawhole was atrisk of “getting
sick,” rather than Germany, in
particular.

German businesses taking
flight

RWE is one of several German
businesses that appear to have
had enough of Germany’s flatlin-
ingindustry.

Analysis by FDI Markets shows

German companies almost tri-
pled their investments in the US
in2023t0$15.7 billion.

The downturn of German indus-
try was as much to blame for the
flight of capital to the States and
Joe Biden’s Inflation Reduction
Act (IRA), which offered strong
subsidies to incoming business-
es.

Major carmakers like Volkswa-
gen and Mercedes-Benz upped
their commitmentsin the US.
RWE, meanwhile, announced
anew US arm called RWE Clean

Energy, after closing an acquisi-
tionfor ConEdison Clean Energy
Businesses. The group has set
aside $15 billion to invest in its
USbusiness.

“You have a coherent and com-
prehensive policy in the US to
incentivize getting manufactur-
ingbackintothe country,” RWE’s
KrebbertoldtheFT.

“Europe has the same intention,
butnotyettherightmeasures.”

Thearticlefirstappearedon
Fortune.

France talks tough on Ukraine
while gobbling up more Russian gas

By Victor Jack

Reporter

Putyour money whereyourmouthis.
Such grumbling is percolating across Europe as new data reveals France quietly ramping up gas payments to Russia just as President Emmanuel Macron loudly
positions himselfas one of Ukraine’s staunchest defenders.
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“It cannot be that France, on
the one hand, saysthatwe have
to be harsh with Russia and on
the other hand, is paying them
off with big money,” said a dip-
lomat from one EU country,
who like others for this story,
was granted anonymity to
speak candidly.

Paris’ growing gas trade with
Russia comes as Macron has
sought to take a harder line in
support of Kyiv two years after
Moscow first launched its full-
scaleassaultonitsneighbor.
Last month, the French lead-
er refused to rule out sending
troops to Ukraine and urged
alliesnottobe “cowards”inde-
fending Kyiv, marking a sharp
turn from his previous callsnot
to “humiliate” Russian Presi-
dentVladimir Putin.

France insists its gas buys are
necessary to keep supplies
flowing to households across
Europe and thatit’slocked into
a long-term agreement with
Russia that is legally complex
to escape. But critics said Par-
is could do more to reduce the
bloc’s purchases, arguing its
inaction is partly down to re-
sistance from France’s nation-
alenergy major TotalEnergies.
Inall cases, the imports expose
the EU’s flagging efforts to
stamp out Russia’s fossil fuel
revenues — which account for
almost half the Kremlin’s bud-
get—asMoscow findsincreas-
ingly creative ways to circum-
vent existing measures and EU
sanctions stutter.

“This isn’t an easy topic,’ a
French energy ministry official
conceded. “If we continue to
pay for gas we do not import,
there is no point,” referring to
long-term contracts that To-
talEnergies has signed which
forceitto buy LNG from Russia.

Frenchdisconnection
Within months of Russia’s
full-scale assault on Ukraine
in 2022, the EU presented a
plan to end the bloc’s reliance
on Moscow’s fossil imports by
2027.

Sofar, it’slargely been success-
ful. Thoughsomeinthe EU con-
tinue to buy nuclear fuel and
some pipeline oil and gas from
Russia, the bloc has slashed
its dependence on Moscow’s
gas by around two-thirds and
imposed a blanket ban on coal
and oilimportsby sea.

But similar efforts to cut out

Inthefirstthree months ofthisyear, Russianliquefied naturalgasdeliveriesto Francegrew morethan to any other countryinthe EUcomparedtolastyear, accord-
ing todata analyzed by the Centre for Research on Energy and Clean Air (CREA) think tank for POLITICO.
Inall, Paris has paid over €600 million to the Kremlin for gas supplies since the start of theyear, the data showed — leading to calls for France to clamp down on its

rising purchases.

French President Emmanuel Macron (R) shakes hands with Ukrainian leader Volodymyr Zelenskyy during a news conference
at the presidential Elysee Palace after signing a bilateral security agreement in Paris, France, on February 16, 2024.
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liquid natural gas, or LNG, have
floundered. Although the fuel
accounted for just five percent
of the EU’s gas consumption
last year, EU countries paid
Moscow more than €8 billion
for its exports, according to
a new report from CREA out
Thursday.

France is far from the only cul-
prit. Atleast nine EU countries
continue to buy Russian LNG,
the shipping data showed. But
Paris led the bloc in both abso-
lute volumes imported in 2024
— 1.5 million tons in total —
and the increase in purchases
compared to the same period
lastyear.

EU’sRussianLNG
addiction

EU countries continued buy-
ing Russia’s liquified natural
gas after Moscow attacked
Ukraine.

Belgium, Spain, and the Neth-
erlands — the three largest
buyers of Moscow’s LNG after
France — have all indicated
they would support steps to
reduce these purchases but
argue that everyone has to act
together oritwillbe pointless.
“The only way forward is ... a
joint approach on how to re-
duce or how to ban imports,”
Spanish Energy Minister Tere-
sa Ribera told reporters at an
EU energy ministers’ meeting
lastmonth. “We need itas soon
aspossible.”

At the same gathering, Lithua-
nia even proposed a total ban
on Russian LNG, but Paris has

largely stayed mum on taking
action.

In fact, French Economy Minis-
ter Bruno Le Maire has defend-
ed Paris’ ongoing purchases.
Ending France’s reliance on
Moscow’s gas should be done
“gradually to avoid a too-bru-
tal impact on the market” and
price spikes, he told lawmak-
ersthismonth.

That muted reaction isn’t con-
vincing energy researchers,
whoareskeptical of claimsthat
shunning Russian gas would
roil the markets.

Instead, argued Phuc-Vinh
Nguyen, an energy analyst at
the Paris-based Jacques Delors
Institute, the French govern-
ment simply has “no interest
inbeingvocal aboutthat” since
it “contradicts” Macron’s re-
newed push to help Ukraine.
“It'sshameful for them.”

A French Economy Ministry
spokesperson told POLITI-
CO the Russian gas increase
was partly due to strikes that
“strongly disrupted” normal
flowslastyear.

Paris also “regularly discusses”
efforts to reduce Russian fossil
fuel imports with its EU allies,
the spokesperson added, argu-
ing a “high level” of gas travels
through France and helps sup-
ply other countrieslike Italy.
The government is “studying
the possibilities of alternative
supplies ... without endanger-
ing European energy security,”
the spokesperson added, em-
phasizing Paris supports a full
phaseoutby 2027.
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house” and one of France’s
largest firms, “Total is very,
very attentively listened to” in
government, said Nguyen.
That reluctance can also be
seen elsewhere.

In the Netherlands, where To-
talEnergies is also bound by a
long-term contract with Yamal
LNG, the government has sent
several requests asking the
firm to voluntarily reduce its
imports since 2022, according
to one Dutch official.

But “they never responded to
us,” the official said.

A spokesperson for TotalEner-
gies declined to comment on
its discussions with the Dutch
government but told POLITI-
CO the company complies with
EU laws and “does not do any
lobbying againstsanctions.”
The spokesperson also indi-
cated the firm had not sold its
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Total blockage?

But embarrassment isn't the
only reason France is holding
back from reducingits Russian
gasimports.

French energy giant TotalEn-
ergies holds a 20 percent stake
in the Yamal LNG project,
which operates a liquefaction
plant in northwestern Sibe-
ria that's majority-owned by
Russian private energy firm
Novatek. Under a long-term
contract, the French firm is
forced to keep buying at least
4 million tons of LNG from the
facility each yearuntil 2032.
The firm’s CEO Patrick Pouy-
anné has publicly called an EU
ban on Russian LNG ban “un-
reasonable” before 2025 or
2026, when new LNG projects
come online worldwide in-
cludingin the US.

And as an “energy power-

Yamal LNG stake to help pro-
tect Europe’s energy supply,
arguingthat“ontheglobal LNG
market, supplies remain tight.”
France’s economy ministry
said the Russian LNG “issue is
neither about TotalEnergies’
contractoractivities,butabout
the opportunity and risks of
imposing new sanctions for
the entire European Union.”
But experts aren’t buying it.
Nguyen, the analyst, laid out a
multi-tiered argument. One,
alternative imports do exist.
Two, the French industry is
now consistently usingless gas
since2022. And three, national
storage levels are higher than
last year’s. Taken together,
that lowers the risks of supply
shortages.

At the EU level, too, the bloc
could replace its Russian im-
ports with deliveries from

places like the US, said Aura
Sabadus, a senior gas market
analyst at the ICIS market in-
telligence firm, even if an “im-
mediate” LNG ban “may lift
prices.”

Noliquidluck

The debate comes as the Eu-
ropean Commission, the EU’s
executive, begins preparations
foryetanother sanctions pack-
ageagainstRussia, its 14th.
ButLNGisunlikelytofeaturein
that package, despite repeated
requests from the Baltic coun-
tries and Poland. Hungary has
historically opposed measures
on gas, and all 27 EU members
mustapprove sanctions.
“Idoubt we’d get unanimity on
that one,” conceded one senior
European Commission official.
Still, EU countries will soon
be able to legally ban Russian
firms from buying capacity in
their LNG terminals, the offi-
cialadded.

But untangling long-term con-
tracts with Russian firms is an-
otherknottyissue forthe EU.
These agreements often force
energy firms to pay for a fixed
amount of gas even if they still
stop buying physical cargoes
from Russia, said Doug Wood,
who chairs the gas committee
at the European Federation of
Energy Traderslobby.

Still, Wood agreed energy
firms could reduce Russian gas
imports to this minimum limit.
Alternatively, EU governments
could impose a price cap on
Russian LNG imports, CREA’s
report suggested. An EU
price cap set at €17 per mega-
watt-hour could slash Mos-
cow’s LNG earnings by around
a third based on last year’s fig-
ures, the analysis found.
Fundamentally, however, any
solution will require joint ac-
tion — at least from the EU’s
largestimportingnations —so
that Russian gas flows aren’t
justre-routed, Wood said.
That would require France to
stepinand help.

“So, we're going to see now
over time: is [France’s increas-
ingly strong support for Ukraine] a
solidrhetoricorahollowone?”
said the EU diplomat. “It's very
hard for me to see that France
still keeps mum ... they have to
come up with something.”

Thearticlefirstappearedon
POLITICO.



