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SAN FRANCISCO: Business is booming
at Google’s parent company, Alphabet
Inc., even as it loses billions of dollars on
kooky-sounding projects that may never
produce any revenue.

Huge chunks of the losses have been
piling up in Alphabet’s “X” lab, a well-
spring of far-out ideas that has become
known as a “moonshot factory” since
Google co-founder Sergey Brin
launched it about six years ago.

The lab is responsible for some once-
zany projects, such as Google’s self-dri-
ving cars, that matured into potentially
revolutionary technology. It also has
pursued but ultimately abandoned oth-
er outlandish endeavors, such as an
effort to convert seawater into gasoline.

Like going to the moon, exploring
new technological frontiers is expensive.
Although Alphabet doesn’t specify just
how much money it pours into the X
lab, it is among the costliest drains in a
far-flung category that falls under the
“Other Bets” segment in the company’s
financial statement. Fiber, an effort to
bring ultra-fast Internet service to major
US cities, is also requiring huge invest-
ments.

Alphabet’s second-quarter earnings
report, released Thursday, showed an
operating loss of $859 million in Other
Bets, widening from a $660 million loss a
year ago. It’s the second consecutive
quarter in which losses have deepened.

Last year, Other Bets lost $3.6 billion -
exceeding the annual revenue of many
companies.

Afford to gamble 
The Mountain View, California, com-

pany can afford to gamble because
Google runs the world’s most profitable
advertising network, spread across its
dominant search engine, YouTube video
site and Gmail, as well as well millions of
third-party websites that draw upon its
marketing machine.

Powered by Google, Alphabet earned
$4.9 billion during the April-June quar-
ter, a 24 percent increase from the same
time last year. After subtracting ad com-
missions, Alphabet’s revenue climbed
22 percent to $17.5 billion.

Although Alphabet CEO Larry Page
has repeatedly told investors to expect
big money to be wagered on Other Bets,
the company has been reining in
expenses since hiring Wall Street veter-
an Ruth Porat as its chief financial officer
14 months ago.

Astro Teller, who runs the X lab, says
he strives for a balance between the
pursuit of envelope-pushing technology
and Wall Street’s demands for some
semblance of fiscal prudence. “In short,
we try to steer X to be ‘responsibly irre-
sponsible’ as we develop new products,”
Teller wrote in an online essay pub-
lished Thursday.

The X lab understands most of its
projects will fall by the wayside, but
Teller doesn’t view that as a waste of
time - or money. “To make progress
toward any audacious idea, you have to
make mistakes? You have to seek out
frequent, messy, instructive failure that
shows you what to do (or not do) next,”
Teller wrote.

The money that Google spent on
areas that have little to do with internet
search and advertising used to frustrate
investors who wanted to see bigger
profits. BGC Financial analyst Colin Gillis
says that exasperation is fading away
since Porat has made it clear that there
will be limits on the spending. Since her
arrival, the increases in expenses haven’t
been outpacing the rate of revenue
growth, as it had been.

Plus, Gillis says, people are starting to
realize that technology companies
should be plowing some of their profits
into research that could pay off in future
years to avoid becoming too dependent
on a single product. Apple Inc., for
instance, has been hurt during the past
year by its reliance on the iPhone for
most of its revenue, as demand for that
device has fallen.

Alphabet’s stock gained $43.16, or
more than 5 percent, to $809, position-
ing it to potentially surpass its all-time
high of $810.35 in Friday’s regular trad-
ing session. —AP

Alphabet Inc soars despite 
rising ‘moonshot’ losses

LONDON: International Airlines
Group, owner of BA and Iberia, low-
ered its annual earnings forecast yes-
terday following the recent Brexit
vote. The group, which also owns
Ireland’s Aer Lingus and Spain’s Iberia,
predicted that operating profit would
see “low double-digit percentage
growth” in 2016.

That contrasted sharply with the 70
percent increase that was forecast pri-
or to the shock June 23 EU exit vote.
IAG had already warned one day after

the referendum that it would unlikely
meet its target, given the slumping
pound and post-Brexit economic
uncertainty.

“In the lead up to the vote we wit-
nessed softer than expected trading,
principally with UK corporate,” said
IAG chief executive Willie Walsh on a
conference call.  “Had the vote gone
the other way we would have expect-
ed that to bounce back. Clearly that
didn’t happen and that trend has con-
tinued.”

Walsh said a recovery would come
“at some point,” but suggested it was
too early to say whether that will be
this year or in 2017. IAG added Friday
that its operating profit rose about five
percent to 555 million euros in the
second quarter or three months to
June, compared with a year earlier.

The group took a foreign exchange
hit of 148 million Euros for the period,
following the Brexit-driven collapse in
the pound. “Numerous external fac-
tors affected our airlines including the

impact of terrorism, uncertainty
around the UK’s EU referendum and
Spain’s political situation and
increased weakness in Latin American
economies,” added Walsh in the
results statement.

“This led to a softer than expected
trading environment, especially in
June. “In addition, the airlines’ opera-
tions have been considerably disrupt-
ed by 22 air traffic control strikes in
Europe so far this year. This has impact-
ed our passenger revenues.” —AFP

British Airways owner cuts outlook on Brexit

PARIS: A major nuclear power project in Britain is facing
more hurdles as the government announced an unex-
pected delay and unions at EDF, the French energy firm
that will build the plant, argued it would be so expen-
sive as to put the company itself at risk.

French unions say the 24-billion-euro ($27 billion)
project, which the EDF board approved late Thursday, is
far too high and could go over-budget. The French gov-
ernment, which pushed for the project and owns a
majority stake in EDF, didn’t comment on the compa-
ny’s decision.

Three major French unions said in a statement yes-
terday “we know the success conditions are not all met”
for the Hinkley Point power plant project. They have
taken legal action against EDF’s management to repeal
the decision and delay the project. The court decision is
expected on Sept. 22.

EDF faces harsh criticism over the cost of the project,
with some observers saying the company might not be
solid enough to face the investment effort. French
unions also pointed out “technical uncertainties” as the
British project is based on a new technology called EPR,
which has yet to go online anywhere in the world.

Similar projects currently under construction in
France and Finland are years behind schedule and face
billions of dollars in cost overruns. In Britain, speculation
grew about the project’s future after the British govern-
ment announced it will take time -at least until early
autumn- to consider the details of the project.

The British GMB union immediately denounced it as
“unnecessary hesitation” putting 25,000 new jobs at
risk. “It is a gross error of judgment and must be
reversed,” GMB national secretary for energy Justin
Bowden said.

The Confederation of British Industry welcomed
EDF’s green light. Josh Hardie, the business lobby’s
deputy director-general, stressed that “action is needed
on key infrastructure projects” such as Hinkley Point.

The two reactors could ultimately produce 7 percent
of British electricity, according to EDF. The French com-
pany is to build the plant in conjunction with Chinese
state-owned company CGN, which takes one third of
the cost of construction. CGN said in a statement it
“respects” the British government’s “need to familiarize
itself with a project as important to the UK’s future ener-
gy security”. —AP

Google’s parent company can afford to gamble

NEW YORK: Electronic screens post prices of Alphabet stock at the Nasdaq MarketSite. —AP

UK nuclear power project 
faces new delays, hurdles

PARIS: The EDF tower of French state-owned power
giant Electricite de France (EDF), is seen in the La
Defense business district. —AP


