
Tesla to join 
S&P 500, 
shares surge
NEW YORK: Elon Musk’s rising electric
car powerhouse Tesla reached another
landmark Monday when it officially quali-
fied for the prestigious S&P 500. The
California-based automaker will join the
broad-based market index on December
21, S&P Dow Jones Indices announced
Monday, prompting another wave of
affection for Tesla stock.

Shares surged 11.5 percent to $455.00
in after-hours trading. The stock has more
than quadrupled this year as Tesla has
built and delivered more electric autos,
and Musk has wowed Wall Street with
targets for further breakthroughs. The
announcement marks Tesla’s arrival as a
consistently profitable company after
building up losses in its first nine years as
a public company. Tesla has reported
$451 million in profits through the first
nine months of 2020.

Moving into the S&P is a marker of
prestige and also boosts valuation
because some mutual funds and other
investment vehicles are linked to the
benchmark.

With a market capitalization of almost
$387 billion, Tesla will be among the
biggest companies in the index. As a
result, the index is “seeking feedback
through a consultation to the investment
community to determine if Tesla should
be added all at once on the rebalance
effective date, or in two separate tranch-
es,” S&P Dow Jones Indices said. — AFP
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PARIS:  Energy firms are undertaking financially
risky natural gas extraction projects from the Arctic
to Africa made feasible by government-backed loans
and guarantees, jeopardizing efforts to curb global
warming, experts say. As pressure from the public
and investors to green their portfolios grows, and the
cost of renewable energy continues to fall, oil and
gas majors are finding it harder to attract investment
on new fossil fuel projects. They are also increasingly
reliant on government-backed funding-in the form of
loans or insurance-several industry experts told AFP.

Eight export credit agencies awarded loans to
French oil giant Total in July, when the company
signed a $14.9-billion financing agreement for a liq-
uefied natural gas (LNG) project in Mozambique.

The province where the sites are located, Cabo
Delgado, has been grappling with a jihadist insur-
gency since 2017 that has killed more than 1,000
people. Certain energy projects have become “very
risky in general, let alone in regions with unstable
politics”, said Dylan Tanner from Influence Map,
which monitors the energy sector.

Beyond security issues, the think tank highlighted
in a report last year the risk of “asset stranding” due
to increasingly competitive renewable energy and
tighter climate regulations. Credit export agencies
use government-backed funds to shore up projects.

If the projects go sideways due to geopolitics or
become obsolete as technology and environmental
policy evolves, they end up costing the state, not pri-
vate investors. “If there is a problem, taxpayers will
pay for the damages, not the companies,” Cecile
Marchand, from Friends of the Earth France, told
AFP.“Commercial banks would not take the risk of
lending so much money on the long term without any
insurance.”

‘Aware of climate concerns’ 
As well as the risk of financial loss and stranded

assets, experts say projects such as Total’s in
Mozambique also call into question states’ commit-
ment to combat climate change. The 2015 Paris treaty
enjoins nations to limit global temperature rises to
“well below” two degrees Celsius (3.6 Fahrenheit)
above pre-industrial levels through sweeping emis-
sions cuts.

In order to meet a more ambitious cap of 1.5C of
warming, the Intergovernmental Panel on Climate
Change (IPCC) — the world’s leading body on the

issue-says fossil gas use must decline from 132.95
Exajoules in 2020 to 112.51 Exajoules in 2030. “Such
a decline cannot happen if the global gas industry
continues to expand,” Ted Nace from Global Energy
Monitor told AFP.

Mozambique has already been battered by
extreme weather events, a consequence of climate
change.

Cyclone Idai-the strongest storm on record to
hit southern Africa-struck in March 2019, leaving
around 700 people dead and displacing 1.5 million
others.

A l i t t le  over a month after Idai , northern
Mozambique was hit by another devastating storm,
Cyclone Kenneth. Scientists also warn of the con-
sequences of methane leaks, inherent to LNG
projects.

“Total is fully aware of climate concerns, has pub-
licly recognized them for a long time, takes them into
account in its strategies and develops concrete
actions,” a company spokesperson said.

‘Not fair’ 
France put an end to hydrocarbon extraction in

2017, but has left the door open to continuing to

finance projects overseas until 2035. Analysts say
this puts it on a collision course with the goals of a
deal it midwifed-the Paris accord requires each sig-
natory to report only domestic emissions, not those it
finances elsewhere. “This is clearly not fair, since in
many cases... the gas will not be used domestically,”
Nace said.

“It would make more sense for responsibility for
such projects to rest with the wealthy countries that
will use the gas.”  Total said that in its initial phase
the Mozambique project would see 100 million
cubic feet of gas per day reserved for the domestic
market. Separately, France’s credit export agency
Bpifrance is considering giving a guarantee of 700
million euros ($827 million) to Total for a project in
the Russian Arctic, an amount confirmed by the
company.

Total has a 10 percent stake in the Arctic LNG 2
project, which aims to export the equivalent of seven
billion barrels of oil — 12 times France’s annual con-
sumption. In a document obtained by AFP, Total said
the “continued support” provided by the French
treasury and Bpifrance has been “paramount to the
success of Yamal LNG”, the other major extraction
projects in the Arctic. — AFP

A general view of the French oil giant Total’s refinery in Gonfreville-l’Orcher, northwestern France. —AFP

Public money guarantees ‘risky’ 
fossil fuel projects, say experts

Natural gas extraction projects jeopardizing efforts to curb global warming

Malaysia’s AirAsia 
Group reviewing 
India investment
KUALA LUMPUR: Malaysia’s flagship budget
carrier AirAsia Group Bhd has given its strongest
indication to date that it could exit India, saying
yesterday it was reviewing its investment in a joint
venture airline there. The group said in a statement
that its operations in India, like those of its now-
shuttered Japan business, have been draining cash
and adding to the group’s financial stress.

“Cost containment and reducing cash burn
remain key priorities evident by the recent closure
of AirAsia Japan and an ongoing review of our
investment in AirAsia India,” it said.

AirAsia shut its operations in Japan, the smallest
of its foreign offshoots, last month. The airline owns
49 percent of AirAsia India, a joint venture with
Tata Sons. The Times of India reported last month,
citing sources, that Tata Sons’ parent is in discus-
sions to buy AirAsia Group’s stake.

Group Chief  Execut ive Off icer  Tony
Fernandes told Reuters in September that the
group intends to consolidate and strengthen its
Asean foothold, which could mean one day exit-
ing both Japan and India.

AirAsia Group said it remains confident of
returning stronger, more robust and faster than
many competitors, given strong signs of recovery

in its key domestic markets due to pent-up demand
and numerous COVID-19 vaccines in near final
stages of testing. “The general outlook is that air
travel will be bouncing back real soon; we expect
to get back to pre-pandemic levels on many routes
across the Group by mid-2021, if not earlier,” pres-
ident for the group’s airlines, Bo Lingam said.

AirAsia Group’s share price touched its highest
since June 29 yesterday in a second consecutive
day of sharp gains, likely buoyed by news that US
vaccine maker Moderna Inc’s experimental vaccine
is 94.5 percent effective in preventing COVID-19
based on interim data from a late-stage trial.
Shares in its long-haul arm AirAsia X Bhd rose as
much as 14 percent.  — Reuters

AirAsia planes are parked at Kuala Lumpur
International Airport 2, during the movement con-
trol order due to the outbreak of the coronavirus
disease (COVID-19), in Sepang. — Reuters

Swiss liquidators 
ramp up hiring as 
zombie firms face 
bankruptcies
ZURICH: As employers shed and furlough staff in
an effort to stay afloat during the COVID-19 pan-
demic, one employer in Switzerland has launched a
recruitment drive - the Zurich liquidation service. In
an ominous sign of what could lie ahead, the service
has quadrupled the number of staff who visit shut-
tered companies, take inventory and collect assets
which can be sold to pay creditors.

The Ascot Hotel and Swissotel in Zurich are
among businesses which have already permanently
closed after bookings evaporated. Other hotels,
restaurants and bars are among those on the brink as
government support measures wind down.

Beat Vogt, leader of the notaries service at the
government-run Zurich liquidators service, said they
were bracing for an expected increase in the number
of liquidations next year, hiring 12 new staff who
started training in November.

“It will be so significant that our system wouldn’t
be able to cope without the extra support. We have to
be prepared.” The number of bankruptcies in 2020 is,
however, a fifth lower than in the previous three years,
according to Creditreform, the Swiss association of

creditors, as emergency credit guarantees and defer-
rals on companies’ social security payments helped
them through the early stages of the pandemic.

Switzerland is illustrative of the story playing out
across Europe, with countries such as Britain, France
and Spain also recording sharp falls in insolvencies
this year. The German Institute for Economic
Research (DIW) is also forecasting significant rise in
insolvencies in Europe’s largest economy next year
after a decline this year.

“It’s a Europe-wide situation where companies
have been supported by such measures, but some of
these are coming to an end. As a result there are now
likely to be more insolvencies next year -
Switzerland is not alone in reducing its measures,”
said Jan-Dominik Remmen at Deloitte.

In Switzerland, measures such as the temporary
lifting of an obligation to report excessive debts have
now expired. “The number of companies that have
collapsed so far in Switzerland is just the tip of the
iceberg,” said Creditreform President Raoul Egeli.
“There are lots of companies here which are just
zombie companies,” he added, referring to compa-
nies which would struggle to cover their debt pay-
ments in normal times.

Egeli expects higher-than-average Swiss bank-
ruptcies next year, while Peter Dauwalder, head of
restructuring at KPMG, said the number could
double to 800 cases per month with the crisis
accelerating structural change in many sectors.
Sixty percent of Swiss companies were experienc-
ing weaker demand a recent survey by the KOF
Swiss Economic Institute showed, while 10 percent
feared for their survival. — Reuters


