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BENGUELA, Angola: Angolan President Joao Lourenco
has named diversifying the oil-dependent economy as his
top priority after he became the country’s first new leader
in 38 years.

And one natural and readily available resource that has
been identified is fish-but a lack of equipment and know-
how has meant the industry has struggled. Lourenco, part
of the MPLA party that has ruled Angola since 1975, took
office in September promising to deliver an “economic
miracle” that would transform the southern African nation,
where the UN says more than half of the population lives
on less than $2 a day. The collapse in 2014 of the price of
crude oil, which provides 70 percent of all revenues and
nearly all hard currency, put immense pressure on the
country to diversify.

Even though global oil prices have since recovered
somewhat, Lourenco still plans to push forward. He is bet-
ting the 1,600 kilometers (1,000 miles) of Atlantic coast
could provide a fishing bonanza. “The diversification of the
economy is our priority,” Lourenco said recently. “We’re
going to relaunch fishing and agriculture and we will open
the country to foreign investment.”

To demonstrate his commitment, Lourenco visited fish
factories in Tombwa on the southwest coast. One of the
sites is equipped to freeze the catch, while the other
processes fish into oil and fishmeal.

Fish oil is highly sought after by the cosmetics and
pharmaceutical industries, while fishmeal is used by
farmers as animal feed. Lourenco vowed to “improve
the infrastructure to support fishing and the transfor-
mation of processing”, according to the government’s
latest six-year plan.

Fishing minister Victoria de Barros previously
announced plans to build a new port with refrigerated
storage in Tombwa at a cost of $23.5 million. The govern-
ment is seeking to increase the annual fish catch by 16
percent over the next four years to 614,000 tons.
Meanwhile, it is aiming for a 50 percent increase in fish-
meal production to 30,000 tons over the same period.

‘Our salvation was fishing’ 
Reducing dependence on oil is proving to be a tough

task for a country that has been heavily dependent on the
black gold for decades. “We have a fish industry but we
don’t have the capacity to meet international demand,”
said Jose Gomes da Silva, the government director of fish-
ing in the coastal city of Benguela.

In the city, the fishing sector employs thousands of
people-a “very important” economic force, according to
Da Silva. But more could be done. In the Baia Farta, 30
kilometers (18 miles) from Benguela, the privately  owned
Pesca Fresca business transforms frozen fish into fishmeal
and oil, which is then exported to South America, China,
Namibia and South Africa.

As well as being supplied by industrial fishing ships,
Pesca Fresca sources some fish from small-scale fishermen
like Orlando Eduardo. “Our salvation was fishing,” said 32-
year-old Eduardo, barefooted and sporting a hat.
Fishermen like Orlando gather on the sun-baked beach to
drop off their catches of sardines, bass and mackerel from
their small, colourful wooden boats.

On good days, Orlando earns 20,000 kwanza ($90) —
enough to cover his costs with a little left over. Angola has
a critical lack of large fishing ships and processing facto-

ries. A lack of spare parts means those it has often lan-
guish in harbor. “We face maintenance difficulties which
seriously endanger the fishing industry,” said Pesca Fresca
director Jose Neves. To stimulate fishing, the government
recently announced the purchase of a specialized fishing
vessel for $3.7 million. 

But experts are unconvinced that such acquisitions will
make a significant impact. Some economists have also
greeted Lorenco’s ambitious plans with skepticism. “The
fishing industry represents less than one percent of GDP,”
noted Alves  da Rocha of the Catholic University of
Angola. — AFP

Angola looks beyond crude oil 
to fish oil to kick-start growth

Lourenco promises to deliver ‘economic miracle’

To lessen its economic dependence on oil, Angola is looking to develop its fishing sector, which also pro-
duces goods for the cosmetics, pharmaceuticals and farm industries.— AFP

German coalition 
bickers over military
and aid spending
BERLIN: Bickering broke out within Chancellor Angela
Merkel’s hard-fought coalition yesterday, as German
budget plans left the defense and international develop-
ment ministries out in the cold.

With tax revenues expected to rise in coming years in
step with economic growth, Finance Minister Olaf Scholz
might have expected a warmer reception for plans to raise
federal spending by 37 billion euros ($44.4 billion) by
2022, to 367.7 billion.

“Germany is in a good economic and financial position
today,” the Social Democratic Party (SPD) politician said,
allowing him to offer a budget stuffed with extras for fami-
lies, the unemployed and the education system. Scholz
even managed to sketch the increased outlays without
planning to borrow any new funds-sticking to his prede-
cessor Wolfgang Schaeuble’s “black zero” policy.

But Merkel’s conservative ministers for defense and
development were disappointed with the plans, which see
only small increases in their budgets.

In a veiled criticism, Defence Minister Ursula von der
Leyen of Merkel’s Christian Democratic Union (CDU),
called for a “solid financial basis” for the Bundeswehr
(German army) immediately after the cabinet meeting that
approved the new budget, suggesting more cash could still
be negotiated in parliament. Like other NATO countries,
Germany promised in 2014 to lift defence spending within
a decade to 2.0 percent of gross domestic product (GDP)

— or around 66 billion euros based on last year’s 3.3-tril-
lion-euro figure. But Scholz’s scheme includes a military
funding increase to just 41.5 billion euros next year. “I see
no contradiction” Merkel spokesman Steffen Seibert told
reporters,  saying that “we have started down the path”
towards the NATO goal.

Spend money to make money 
Meanwhile Germany’s spending on international devel-

opment aid will remain short of the United Nations target
of 0.7 percent of GDP. Both budget items fail to live up to
the coalition agreement between the SPD and CDU, which
promised to meet the international commitments.

Berlin can also expect criticism from abroad over falling
investments by the federal government from 2020
onwards.

Organizations including the International Monetary
Fund (IMF) and allies from Warsaw to Washington have
urged Berlin to spend more on physical infrastructure,
faster internet connections or upgrading crumbling
schools. Such investments would help cut down Germany’s
massive trade surplus by stoking imports-helping its part-
ners abroad-as well as laying the foundations for future
growth, they argue. The finance ministry said some of the
shortfall would be made up by extra money flowing to
state and municipal governments for their own investment
spending.

“In an economic boom the finance minister must aim for
surpluses and reduce debt,” said Marcel Fratzscher of
Berlin’s DIW economic think-tank, endorsing Scholz’s no-
new-borrowing goal.

Nevertheless, “the government should also invest
significantly more in transport, digital and energy net-
work infrastructure,” he urged, advising against any
new tax cuts. — AFP

BERLIN: German Finance Minister Olaf Scholz (Front) arrives with the State Secretary at the Federal
Ministry of Finance, Werner Gatzer (Back) at a press conference on the government’s budget plans
in Berlin yesterday. — AFP

Apple plows US
tax cuts into record 
share buybacks
SAN FRANCISCO: Apple Inc lavished cash on
its shareholders like no company in history in
the first three months of the year and it intends
to keep doing so, making the iPhone maker’s
investors the clearest winners yet from last
year’s sweeping US corporate tax cuts.

With a mountain of overseas cash suddenly
freed up by the tax overhaul, Apple bought
back $23.5 billion of its own stock in the
March quarter, a record amount for any US
company, according to S&P Dow Jones
Indices, and it added $100 billion to its target
for future repurchases.

It also doled out another $3.2 billion in div-
idends and will boost them by 16 percent
going forward.

The amount Apple spent buying its shares in
those three months exceeded the stock market
value of most companies in the S&P 500 index,
including household names like Kroger Co, Best
Buy Co Inc and Hershey Co.  The decision to
turn over record amounts of cash to sharehold-
ers was a direct results of the Tax Cuts and Jobs
Act passed by Republican lawmakers in
December. 

It also coincided with a bout of volatility on
Wall Street in recent months that has many
investors worried that a nine-year bull market
may be ending. Apple’s beefed up plans to
return cash to shareholders through dividends
and buybacks will provide additional support
for its stock price.

The biggest overhaul of the US tax code in
over 30 years, the new law slashes the corpo-
rate income tax rate to 21 percent from 35
percent, and charges multinationals a one-
time tax on profits held overseas. As a result,
analysts had expected Apple to repatriate
most of its $252 billion in cash abroad. In its
quarterly report on Tuesday, Apple said it
would earmark $100 billion for a new share
repurchase program, succeeding a $210 billion
buyback program that started in 2012 and will
wrap up this quarter - roughly nine months
ahead of schedule.—Reuters

Incoming BASF 
boss rules out 
DowDuPont-style 
break-up
FRANKFURT: The incoming boss of BASF has thrown his
weight behind the chemical titan’s contentious strategy of
keeping divergent businesses folded into one company, at a
time when its major rivals such as DowDuPont are breaking
themselves up.

The comments from Martin Brudermueller, who will take
over as CEO on Friday, provide clarity on a key strategic
issue that is dividing investors, in marked contrast to prede-
cessor Kurt Bock who would not be drawn on which path
he favored. 

The German group has grown from a 19th century indi-
go dye workshop to a diversified juggernaut worth $95 bil-
lion. It is the only major Western chemicals player banking
on an integrated value chain - which it dubs “Verbund” -
where a company owns businesses throughout the produc-
tion process. 

“We often hear the Verbund getting criticized for being
too rigid. That’s not true,” said 56-year-old Brudermueller.  “If
you have everything under one roof, you can coordinate
things much better, that is the sense in which we will develop it
further. You wouldn’t normally want to sell attractive business-
es that are growing,” he told Reuters and other reporters in
remarks released late on Tuesday. 

At its Ludwigshafen headquarters and at five other hubs
abroad, BASF runs close-knit networks of chemical reactors
that churn out products as diverse as basic commodities,
coatings, vitamins, drug ingredients and engineering plastics.

Bock, when asked in February whether BASF would con-
tinue to have diverse businesses under one roof or was con-
sidering other options, said the company might learn from
what rivals did but did not say which path he favored.

Both strategies have potential advantages; break-ups can
create more focused individual companies and allow stronger
units to attract investors unshackled from weaker ones, while
an integrated model can reduce costs. US rival DowDuPont is
planning to break up into a Materials Science division that
relies on in-house basic petrochemicals plants and a Specialty
Products unit selling more differentiated and complex materi-
als. A third spin-off will focus on agriculture.

In other recent separation deals in the industry, Bayer spun
off its Covestro plastics unit and is now selling down the
shares, Air Products spun-off specialty chemicals unit Versum

and coatings group Akzo Nobel is selling its specialty chemi-
cals division. 

Shareholders split
BASF competes with DowDuPont in areas such as pesti-

cides, engineering plastics, nutrition, insulation foams and
petrochemicals. Its rival’s three-way split will restore BASF’s
position as the world’s largest chemical maker but some
investors and analysts would rather see it lose that crown.

Patrick Jahnke, portfolio manager at Deka Investments,
which owns BASF stock, said he favoured the firm selling its
upstream petrochemical assets, saying the benefits of physical
proximity to downstream operations could be shared with a
new owner. “You can sell the assets but the factory remains in
place,” Jahnke said. “There are many who would pay a high
price (for upstream BASF assets). Private equity would run
the business with higher debt and optimised for cash flows
and would arrive at a better profitability,” he added.

Upstream refers to basic petrochemicals, and downstream
to more complex specialty chemicals. A portfolio manager at a
top 20 BASF shareholder, who declined to be named as they
are not authorized to comment publicly on the investment,
also saw the merits of a break-up.

“Downstream, speciality chems could work separately,”
the manager said. “To de-clutter and reduce complexity ...
tends to increase multiples and returns, but German compa-

nies are not well known for it.” BASF has said that sharing
logistics, excess energy and by-products within its chemical
complexes saves it more than 1 billion euros ($1.2 billion) per
year. There are also supporters of the integrated approach
among BASF’s shareholders. Arne Rautenberg, of Union
Investment, said there was still a lot of value in the model. “The
results this year wouldn’t have been good without the basic
chemicals assets,” he said. Any move to separating them from
the rest “would very much surprise me and I wouldn’t be
excited”, he added. 

Tale of two sectors
BASF has been a tale of two sectors over the past year.

Supply bottlenecks at rivals and strong industrial demand
have flung BASF’s basic chemicals business into a surprise
upward cycle. Meanwhile, margins of its more complex, spe-
cialty products, the group’s designated growth drivers, have
been squeezed by higher raw materials prices. 

“If upstream strength dissipates and the downstream
margin struggles continue, then we think investor focus will
turn to portfolio questions,” HSBC analyst Sriharsha Pappu
said in a recent research note. If allowed to strike out on
their own, BASF units making construction chemicals, coat-
ings and catalytic converters could bolster their earnings
and fetch better trading multiples on the stock market, the
HSBC analyst said. —Reuters

Tech shares bask 
in Apple glow despite
Fed trepidation
LONDON: Forecast-beating results from the world’s
biggest company, Apple, lifted tech shares yesterday, put-
ting Wall Street on track for a firmer session despite some
trepidation over a Fed meeting later in the day.

Expectations the US Federal Reserve will signal more
policy tightening ahead kept investors wary of big market
moves, especially after currency markets were roiled this
week by the dollar’s surge to 3 1/2-month highs against a
basket of currencies. But the dollar edged back down after
Tuesday’s 0.7 percent rise, allowing world stocks to rise
after two days of losses , especially following Apple’s 4
percent after-market gains.

The world’s biggest company by market capitalization
beat profit and revenue expectations in the first quarter,
thanks to robust iPhone sales, and it announced a $100
billion share buyback.

Germany-listed Apple shares jumped 5.7 percent and
the New York-listed stock was 3.6 percent higher in pre-
market trade. “The headline news from Apple on iPhone
sales has been taken well and there’s a relief bounce today
across Apple supply chain names which had been hit in
recent weeks,” said Neil Campling, co-head of the global
thematic group at Mirabaud Securities.

The results lifted Europe’s tech index 1.2 percent to a
six-week high, led by an 8 percent surge in shares in
AMS, provider of the facial recognition technology
used in iPhones.

Chipmakers STMicroelectronics, Infineon, BE
Semiconductor and ASML also gained 1.1 to 3.8 percent,
enjoying the positive mood on the sector. US equity
futures signalled the S&P500 would open 0.2 percent
higher. Futures for the Nasdaq tech benchmark were half a
percent higher.

Tech gains were less marked in Asia, where markets in
Japan, South Korea, Taiwan and Hong Kong all closed
weaker. Campling said the Apple results had raised some
“red flags”, including high inventory levels and a lower
average selling price for its handsets.

“It’s a strange thing to do, to increase inventory so
sharply. There will be more questions about ‘where
do we go from here’,” he said. That uncertainty about
future profits, alongside the possibility of higher US
interest rates, is weighing on other sectors too, even
though S&P500 companies posted 10 percent earn-
ings  growth  in  the  f i r s t  quar ter, accord ing  to
Thomson Reuters.

Oil and metals prices near multi-year highs are a major
concern, leaving market players wondering if “perhaps this
is as good as it’s going to get,” said Stephen Innes, head of
trading in Asia-Pacific for Oanda in Singapore.—Reuters


