
WOLFSBURG: Matthias Mueller,  Volkswagen AG CEO,  is displayed on a TV screen,  as he speaks during a news confer-
ence in Wolfsburg yesterday. Volkswagen CEO Michael Mueller says the company’s board has decided to reduce capital
expenditures by 1 billion euros ($1.07 billion) in 2016 as it deals with the fallout of its emissions-rigging scandal. — AP
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WOLFSBURG:  Volkswagen cut 1 billion euros
($1.1 billion) from its investment plan for next
year yesterday, as the German carmaker braces
for a multi-billion-euro hit from its emissions
cheating scandal.

The supervisory board of Europe’s biggest
auto manufacturer said it would cap spending
on property, plant and equipment at around 12
billion euros ($12.8 billion) in 2016, down
about 8 percent on its previous plan of around
13 billion euros. Volkswagen (VW) is battling
the biggest business crisis in its 78-year history
after admitting in September that it cheated
US diesel emissions tests. It said earlier this
month it had also overstated fuel consumption
in some vehicles.

Analysts have said the scandal could cost
the company 40 billion euros or more in fines,
lawsuits and vehicle refits. “We are operating in
uncertain and volatile times and are respond-
ing to this,” Chief Executive Matthias Mueller
said in a statement.

“We will strictly prioritize all planned invest-

ments ...  anything that is not absolutely neces-
sary will be cancelled or postponed.” The cut in
capital spending is VW’s first since the height of
the financial crisis in 2009. Some analysts have
long urged the company to reduce spending
and become more efficient, with profit margins
at its mass-market namesake brand lagging
those at rivals.

They have suggested the emissions scandal
could provide an opportunity for management
to force through changes that otherwise might
have been resisted by the company’s powerful
trade unions, and ultimately boost VW shares. 

VW’s preference shares, down about 34 per-
cent since the crisis broke, were up 1.6 percent
to 107.55 euros at 1240 GMT. Amid fears the
emissions scandal could hit sales of diesel vehi-
cles, Mueller said VW would increase spending
on alternative technologies such as electric and
hybrid vehicles by 100 million euros next year
compared with previous targets.

He said construction of a planned new
design centre in VW’s home town of Wolfsburg

was being put on hold, saving about 100 mil-
lion euros, while the construction of a paint
shop in Mexico was under review. In the model
range, the successor to the high-end Phaeton
saloon, an electric model, is being delayed.

US fix
Volkswagen’s board is discussing the

automaker’s future financial strategy in the
wake of its emissions-rigging scandal, and was
due to present to US authorities later yesterday
its plan to fix the affected diesel engines.

The 20-member board began meeting yes-
terday morning behind closed doors to talk
about how to best balance savings and invest-
ment in light of the massive costs it can expect
to incur from the scandal.

Volkswagen in September admitted that
almost 500,000 of its four-cylinder diesel cars in
the US had cheated on emissions tests thanks
to a piece of software. A total of 11 million cars
worldwide have the software, though it has not
yet been confirmed that it helped cheat on
emissions tests outside the US. The carmaker
has set aside 6.7 billion euros ($7.4 billion) to
cover the costs of recalling the vehicles
installed with the software but experts say the
total expense, including fines and lost sales,
could be several times higher.

Volkswagen had a Friday deadline to submit
a draft plan to fix four-cylinder diesels to the US
Environmental Protection Agency and the
California Air Resources Board, the two agencies
that forced the German automaker to admit to
the cheating. The company met with the agen-
cies on Thursday, with a final submission yester-
day. It will have two options to fix most of the
cars. It can install a bigger exhaust system to
trap harmful nitrogen oxide, or it can retrofit a
chemical treatment process that cuts pollution.

The bigger exhaust will likely hurt perform-
ance and gas mileage, angering car owners.
But the chemical treatment, while saving accel-
eration and mileage, needs a clumsy storage
tank and multiple hardware changes to work.
In either case, almost a half-million cars would
have to be recalled for the repairs. — Agencies
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LOS ANGELES: The Volkswagen Golf GTE Sport plug-in hybrid concept car is dis-
played at the 2015 Los Angeles Auto Show in Los Angeles on Thursday. The LA
Auto Show opened to the public yesterday. — AFP

Oil trades near
3-month low

as excess supply
takes toll

LONDON: Brent crude oil futures edged higher
yesterday but were still trading near three-
month lows as the pressure of a persistent sup-
ply glut weighed on prices.

The overhang that has cut prices by more
than 10 percent since the start of November
kept a lid on prices, and US  benchmark West
Texas Intermediate (WTI) was on track for a
weekly loss. The front-month Brent crude con-
tract was 25 cents higher at $44.43 a barrel at
1000 GMT. The contract finished just 4 cents
higher on Thursday at $44.18.

US WTI crude was trading flat at $40.54 a
barrel. It ended down 21 cents on Thursday,
after dipping to $39.89 during the previous ses-
sion, its lowest since Aug. 27. Analysts said that
while the supply demand balance remained
shaky, traders were taking a step back from
bearish indications.

“The market is fatigued from having looked
at the production statistics and the ever
increasing supply glut,” said Sucden analyst
Kash Kamal. “Fundamentals are taking a back
seat for now.”

Kamal also said fluctuations in the US dollar,
which traded near a seven-month high this
week, could impact crude prices. A strong dollar
makes oil and other commodities more expen-
sive for holders of other currencies. Crude
futures are already down around 60 percent
since mid-2014 as supply has exceeded
demand by 0.7 million to 2.5 million barrels per
day, creating a glut that analysts say will last
well into 2016.

The glut has seen Iraqi crude grades selling
as low as $30 a barrel, while official selling
prices from Nigeria have fallen to their lowest in
more than a decade.

US crude futures have been particularly bat-
tered, with data from the country’s Energy
Information Administration showing an eighth
straight week of stock builds. A growing dis-
count between the front month and forward
contracts, which was trading near a record wide
$8 a barrel, has sparked talk of traders storing
more crude in the hope of delivering later at
higher prices. Market data suggests oil traders
are preparing for another downturn in prices by
March 2016, as forecasts for an unusually warm
winter dent demand and Iran prepares for post-
sanctions crude oil exports. — Reuters

Kuwait oil price
rises 52 cents

to $36.10pb
KUWAIT: The price of Kuwaiti oil went up by 52
cents to reach $36.10 per barrel Thursday after it
was $35.58 pb the day before, said a statement by
Kuwait Petroleum Corporation yesterday.

In the world markets, future contracts of crude
oil went up by 12 cents to reach $44.30 per barrel
while the West Texas crude price was stable at
$40.54 per barrel. Since mid-2014, crude oil con-
tracts lost 60 percent of their value due to the
increase in supplies by 0.7 percent, around 2.5
million barrels. The supplies increase might
remain as an issue in 2016. — KUNA


