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MADRID: Creditor banks are ready to
extend a short-term cash lifeline to debt-
laden Spanish energy group Abengoa to
avert what would be Spain’s biggest-ever
bankruptcy, according to sources, but the
firm’s future beyond January remains
unclear. The banks’ are prepared to offer
the company 210 million euros ($229 mil-
lion) so it can pay salaries and maintain
current operations, according to the two
banking sources familiar with the matter,
in the latest twist in talks that began last
month to ensure that Abengoa stays
afloat. Abengoa declined to comment, as
did a steering committee representing its
roughly 200 creditor banks worldwide.

The company, which started out 70
years ago as a business to design and
make electricity meters in Seville, southern
Spain, is now a renewable energy giant
operating in a dozen countries across four
continents. It has been praised by politi-
cians including US President Barack
Obama for its solar-thermal plants which
produce clean electricity at a competitive
price in places such as the Mojave desert
in Arizona and South Africa’s Northern
Cape province. But its aggressive expan-
sion into the clean energy business since
2007 has been fuelled by taking on huge
debts, which finally brought the company
to its knees this year when its lenders
refused to extend credit lines.

Its market value, which had risen rapid-
ly to top 4 billion euros last year, has since
plunged by more than 90 percent - with
investors fearing the firm could collapse
under its debt, and unsettled by its
opaque and tightly-controlled financial
structure, stil l  in the hands of the
Benjumea founding family. Although there
is no official figure for the firm’s total finan-
cial liabilities, separate sources familiar
with the matter say they total at least 25
billion euros, 80 percent of which sits with
lenders such as Santander, HSBC and
Credit Agricole. Under Spanish law,
Abengoa has until mid-April next year to
reach an agreement with creditors to

avoid a full-blown insolvency process and
the country ’s biggest bankruptcy on
record.

The banking sources say the way for-
ward is for them to take a deep haircut on
their debt in exchange for a controlling
stake in the company so that they can
refloat it and sell it at a better price later on
in a bid to minimize their losses. “Abengoa
has functioning assets turning steady cash,
a (project) pipeline worth 8 billion euros
and a stake in Abengoa Yield worth more
than 600 million euros,” said one of the
sources, a banker who is involved in the
negotiations. “But no other firm I have
worked with has the level of sophistication
and complexity of Abengoa. It’s mainly
because of the main shareholder, so that’s
something that needs to be dealt with,”
the banker added.

Cash crunch
The sources said Abengoa’s current

cash crunch was triggered in early August
when Spanish banks withdrew 650 million
euros in credit lines and guarantees in a
matter of hours following the announce-
ment of a rights issue by the group only
two days after it had denied such a possi-
bility in an earnings presentation.
Abengoa announced on Nov. 13 that it
had found an investor to inject 350 million
euros but the deal was called off on Nov
24, forcing Abengoa to enter into pre-
insolvency proceedings the following day.

Creditor banks have since asked
Abengoa to find alternative funding by its
own means, including through a sale of its
43 percent stake in US-listed Abengoa
Yield. Although new talks on emergency
financing are due to take place, the banks -
which could take a big hit on their 2015
earnings if the company goes bust by the
end of December - are now working on a
plan to get the firm running until January,
the sources said. Lenders are ready to dis-
burse 110 million euros in December, as
well as an additional 100 million euros
next month if Lazard, which is advising

Abengoa, puts forward a credible restruc-
turing plan by Jan. 18, the sources said. —
Reuters

The creditor banks
The banks have also approached

Spain’s government lending arm, the
Official Credit Institute (ICO), about a
potential loan of 15 million to 20 million
euros as part of the 110 million euro credit
line, the sources added. The ICO declined
to comment. The creditor banks were also

holding talks on Tuesday with internation-
al investment funds about a potential par-
ticipation, although the funds are unlikely
to agree, the sources said. There was also
further evidence of Abengoa’s shaky
finances in the latest annual accounts of its
majority shareholder, according to a docu-
ment seen by Reuters on Tuesday.

Inversion Corporativa (IC), the vehicle
through which Abengoa’s Benjumea
founding family and its business partners
control the company, put up part of its
controlling stake as collateral for a 100

million euro loan last year, the document
showed. This meaning that IC, which
entered pre-insolvency in November at
the same time as Abengoa, could see its
control over the energy firm reduced if it
fails to repay the loan. Despite repeated
attempts, Reuters has not been able to
reach the founding family, and Abengoa
has declined to provide a contact. IC post-
ed a profit of 63.6 million euros in 2014,
of which 12.9 million euros was distrib-
uted as a dividend, last year’s accounts
showed. — Reuters

BRUSSELS: Euro-zone private sector business activ-
ity slowed slightly in December but still held at a
four-and-a-half year high as the recovery remained
on track, creating much-needed jobs, a key survey
showed yesterday. Data monitoring company
Markit said its closely watched Composite
Purchasing Managers Index (PMI) slipped from 54.2
points in November to 54.0 in December, but it was
still well above the 50-point boom-or-bust line.

“The euro-zone economy enjoyed a comfort-
ably solid end to 2015,” Markit’s chief economist
Chris Williamson said in a statement. But “policy-
makers are likely to remain disappointed by the rel-
atively modest pace of expansion and lack of infla-
tionary pressures” given the level of stimulus and
the stage of economic recovery, Williamson said. At
the same time, “although the PMI edged lower in

December, the fourth quarter as a whole saw the
largest increase in business activity for four-and-a-
half years,” Williamson said.

The European Central Bank launched an
unprecedented one trillion euro stimulus program
earlier this year but some analysts believe that with
inflation-a reflection of consumer demand-well
below the ECB’s near two percent target level,
there is much more to be done. Inflation for
November came in at 0.2 percent, according to offi-
cial figures released separately, up from an initial
0.1 percent. Williamson said the PMI report sug-
gested the 19-nation euro-zone economy expand-
ed  0.4 percent in the last quarter, which would
give full-year growth of 1.5 percent. “Most encour-
aging of all is the upturn in the rate of job creation
to the highest since spring 2011, which will hope-

fully pave the way for unemployment to start
falling in earnest as we move into 2016,” he said.

The upturn suggests that economic growth
could accelerate in the coming months, he added.
In a country breakdown, Markit said top  exporter
Germany recorded its strongest quarterly growth
for a year and a half as Europe’s biggest economy
rose gained 0.5 percent in the fourth quarter. In
France, by contrast, overall economic activity regis-
tered its weakest growth since August, at just 0.2
percent in the last quarter and slowing to near
stagnation in December. France’s economy, partic-
ularly its service sector, was hit by the November
13 Paris attacks which left 130 people dead. The
growth rate in France “bodes ill for the coming year,
especially in the stalling service sector,” Williamson
said. — AFP 

Euro-zone recovery still on track

MADRID: A man consults a mobile phone beside a woman begging on the pavement outside a clothes store in
Salamanca an upscale neighborhood of Madrid. The number of millionaires in Spain-defined as having a fortune of
over a million US dollars excluding their main residence and consumer goods-rose by 40 percent to 178,000 last year
from 2008 when the crisis started, according to consulting firm Capgemini. At the same time the number of people liv-
ing with “severe material deprivation” in the country has doubled since 2007 to just over three million last year, accord-
ing to a study by anti-poverty agency Oxfam. — AFP 

MADRID: Spain, which goes to the polls
on December 20, is in better economic
shape than it was four years ago when the
conservatives came to power, although
public debt and unemployment remain
sky-high.

On the edge of the abyss
In December 2011, when Prime

Minister Mariano Rajoy took power after
eight years of Socialist rule, Spain was in
dire shape. The construction sector, which
had been a major engine for growth, had
stopped in its tracks after the housing bub-
ble burst in 2008, taking with it banks over-
whelmed by the debt of people who could
no longer pay their mortgages.  Since
then, the country has gone in and out of
recession and unemployment went
through the roof, from 8.57 percent in
2007 to 22.56 percent in 2011.  At that
time, 1,400 Spaniards lost their jobs every
day, Rajoy has repeatedly pointed out.  The
country’s 17 semi-autonomous regions,
like the central state, were also heavily
indebted.

Drastic measures 
Once in power, the ruling Popular Party

maintained austerity measures launched
by the Socialists in 2009 - spending cuts,
tax rises, and salary freezes for civil ser-
vants. It claims to have saved 150 billion
euros ($165 billion) between 2012 and
2014, thus avoiding a damaging, Greece-
like rescue deal, even if the Spanish bank-
ing sector was bailed out by the European
Union to the tune of 40 billion euros.

A hint of recovery
The euro-zone’s fourth largest economy

started growing again in 2014, with a 1.4
percent gross domestic product (GDP)
leap, and expects to expand 3.3 percent
this year-a better performance than its

euro-zone neighbors. A 2012 reform of the
labor market reduced the costs for compa-
nies of laying off people.  Some sectors
such as the automotive industry, which
generates 10 percent of the GDP, had also
started reducing salaries or working seven
days a week.  

As a result, the workforce in the indus-
trial sector and in market services cost just
21 euros an hour in the second quarter of
the year, according to the Paris-based Coe-
Rexecode economic research centre, com-
pared with 36 euros in France and 34 in
Germany. That gave Spanish firms a major
competitive edge, and they have reported
a near 25 percent rise in exports since
2007. The country’s unemployment rate is
also ebbing and emboldened households
have started to spend again. Domestic
demand-both from households and com-
panies-is in fact one of the main drivers of
growth. Other external factors, such as a
drop in oil prices and the depreciation of
the euro, have also helped.

Inadequate reforms
But economists say Spain is far from

having resolved its problems.
Unemployment still stands at more than
21 percent, and some have given up try-
ing to find a job. “The quality of jobs creat-
ed is debatable,” Bankinter analysts say,
pointing to many precarious or part-time
positions. Under Rajoy’s watch, the num-
ber of jobless has dropped by just
436,000, to 4.8 million. In 2014, the GDP
stood at 1.06 trillion euros, compared with
1.12 trillion in 2008. Spain is also still heav-
ily indebted, with its public debt at 99.3
percent of GDP in the third quarter.
Education is also an issue, with a school
drop-out rate of 22 percent-a record in the
European Union-and a lack of training for
the unemployed. — AFP 

Spain recovers timidly

VIGO: Spain’s automobile sector has emerged a key driver of the
country’s economic recovery, as investments in research and devel-
opment combined with labor flexibility boosted its competitive-
ness. Prime Minister Mariano Rajoy points to the auto revival as
proof that his conservative government’s reforms are working as he
fights to hold onto power in a general election on Sunday. “Even in
the worst moments of the crisis, the auto sector managed to over-
come difficulties and be a sign of hope and growth for all,” Rajoy has
said. Spain’s total motor vehicle production rose 11.1 percent in
2014, outpacing gains of 3.3 percent in Germany and 4.4 percent in
France. With 14 car plants, Spain is the world’s ninth biggest auto-
mobile producer country in a ranking headed by China, the United
States, Japan and Germany.

The country has no nationally-owned carmaker but many major
manufacturers including Renault, Nissan, Volkswagen and Ford are
present. And when it comes to making auto parts, Spain is a domi-
nant player ranking sixth in the world in terms of turnover. The
entire auto sector, which accounts for 10 percent of Spain’s eco-
nomic output, suffered its worst moment in 2008-09 as the global
credit crunch hurt demand for new cars across Europe. But produc-
tion has picked up and it is now one of the motors of the nation’s
economic recovery along with the tourism and agriculture and
food.

Spain posted its first full year of economic growth in 2014 since
a property bubble burst in 2008, throwing millions of people out of
work. The government has forecast economic growth of 3.3 per-
cent this year after expanding 1.4 percent in 2014. “We are seeing a
certain recovery, to levels close to before the crisis,” said Fernando
Macias, the director for southern Europe of global Spanish auto
parts supplier Gestamp. The automotive components sector post-
ed sales of 29.7 billion euros ($32.6 billion) last year, up from 22.9
billion euros in 2009, according to the Spanish association of auto
parts manufacturers Sernauto.

It predicts sales will rise by around 7.0 percent this year to nearly

32 billion euros, close to the level in 2007 before the start of the cri-
sis. The sector lost 80,000 jobs between 2007 and 2009. Auto firms
negotiated concessions from unions to help them restructure and
limit job cuts. “Above all what was negotiated is flexibility, a wage
freeze, lower salaries for new workers, some with the promise that
they will be raised in the future, early retirement and in some
extreme cases layoffs,” said Isabel Fernandez of Spain’s largest union
CCOO. At a Grupo Copo plant in Mos near the port of Vigo, Galicia’s
most populous city, workers in grey coats busily fill molds with
foam to make car seats. The company also makes arm rests and
door panels, and posted losses in 2011 and 2012 but returned to
profit in 2013 following a restructuring. “We see the present and
future with moderate optimism,” said Grupo Copo chief executive
Jose Antonio Rodriguez Estevez. The medium-sized company with
770 employees around the world predicts its sales will grow five
percent this year, he added. To give it a competitive edge, the auto
parts industry is also betting on innovation. — AFP

Spanish auto sector drives recovery

Banks ready to extend short-term lifeline to Abengoa 
Lenders want Spanish government, funds to participate 

SYDNEY: Big Australian banks have agreed to
accept payments made on mobile devices using
Google Inc’s Android Pay, leaving Apple Inc’s rival
Apple Pay system out in the cold as the tech giant
struggles to coax lenders to accept its terms. Banks
including Westpac Banking Corp, ANZ Banking
Group and Macquarie will accept contactless pay-
ments via Android smartphones when Google rolls
out the service in first-half 2016, the tech giant said
yesterday. Westpac and Commonwealth Bank of
Australia already operate their own mobile payment
systems.

In contrast, Apple remains locked in talks with big
banks in search of a deal to accept Apple Pay. The
iPhone maker’s system launched in Australia last
month, with support for American Express Co cards,
but remains adrift from 80 percent of consumers

using other credit cards in a market Westpac sees as
worth more than $2 billion this year. “It’s a big bar-
gaining chip for (Australian) banks to use to force a
better deal with Apple,” said Foad Fadaghi, managing
director of technology research firm Telsyte.

An Apple spokeswoman declined to comment.
Android Pay will support both MasterCard and Visa
credit and debit cards, Pali Bhat, director of product
management at Google wrote in a blog post yester-
day. Consumer favorites like McDonald’s Corp and
Domino’s Pizza have also signed up, Google said,
enhancing Android Pay’s appeal. The absence of a
deal on Apple Pay hinges on banks’ unwillingness to
give up a slice of a market for contactless payments
they have cultivated that is now much bigger than
in many other countries. More than 60 percent of all
card transactions in Australia are now contactless,

ANZ bank said in a statement yesterday, announc-
ing the Android Pay tie-up.

In the United States, meanwhile, a survey by
Verifone and Wakefield Research released in January
2015 found mobile wallets accounted for just about
4 percent of the overall payments market for in-
store retail transactions. Fees in Australia’s lucrative
mobile payments market remain a bone of con-
tention in Apple’s talks with the main banks. Apple is
demanding 15 basis points in interchange fees that
banks have refused to share, people familiar with
such negotiations say. Android Pay has no such
charges, the sources said. “The four Australian banks
aren’t prepared to give up the amount of inter-
change fees that the US, Canadian and UK banks
have done,” said Grant Halverson, a payments con-
sultant from McLean Roche. — Reuters

Australian banks agree 
Google Android Pay deal 

Apple Pay still frozen out 

PUERTO BANUS: A man drives a Bugatti in Puerto
Banus, near Marbella. — AFP


