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Energy firms rise with oil prices 
but Asia markets tumble again

Trade war fears torment investors

CELUKAN BAWANG: Over the last three
years, fisherman Iputu Gede Astawa has
watched his daily catch off the northern tip
of Indonesia’s Bali island fall at an alarming
rate. Having swapped his paddle for an out-
board motor in a futile effort to fish further
out to sea where waters are more danger-
ous, Astawa blames a nearby coal power
plant for harming his livelihood.

“My catch is totally different to what it
was before the power plant began operat-
ing,” said Astawa, a third-generation fisher-
man based near the port town of Singaraja
who heads a group of about 30 other fisher-
men. Where once they caught 400 buckets
of fish a day, they now net just 10. Astawa is
one of three local residents fighting a legal
battle to stop the planned expansion of the
Celukan Bawang power plant, about 120 km
(75 miles) from the main tourism hub of
Denpasar, which began operating in 2015.

“All the fishermen will be impacted and
we will lose our jobs,” said Astawa, 43, who
now makes furniture to get by. The legal bid,
backed by environmental group
Greenpeace, claims the planned expansion -
which would more than double power
capacity at the site - will be a setback to the
remote area’s fledgling tourism industry.

The legal action also warns of worsening
air and water pollution, crop damage and a
negative effect on wildlife at a nearby
national park. PT General Energy Bali, which
runs the Celukan Bawang power plant, could
not be reached for comment, while the com-
pany’s majority owner, China Huadian
Corporation, did not answer calls.

Building additional coal or gas-fired
power capacity at Celukan Bawang or else-
where on Bali is needed to meet rising pow-
er demand, Jisman Hutajulu, a senior elec-

tricity official at Indonesia’s energy ministry,
said by email. But the decision on whether
to opt for more fossil fuel capacity or
renewable energy is for local governments
to make, he said, adding that energy securi-
ty, the environment and cost should all be
considered.

Central government policy on renewable
energy has sought to encourage investment
while keeping electricity prices affordable
for consumers, he noted. Indonesia is among
the fastest-growing countries for energy
consumption due to a steadily increasing
population, economic development and a
rise in urbanisation.

Like other Asian nations, Jakarta also
faces the challenge of boosting electricity
access while meeting its pledge to cut cli-
mate-changing emissions under the Paris
Agreement. Indonesia’s emissions targets
can only be achieved by reducing its
reliance on coal power and ramping up
investment in clean, renewable energy proj-
ects, several power experts said.

King coal 
Indonesia currently has about 54.6

gigawatts of installed electricity capacity
but to meet rising demand, especially on the
main power-hungry islands of Java, Bali and
Sumatra, the country wants to more than
double this over the next decade. With huge
coal resources, the archipelago relies heavi-
ly on coal-fired power stations to generate
more than half of its power, according to
experts. Natural gas contributes about 23
percent, renewable energy 13 percent, and
diesel the rest. But having committed to cut-
ting greenhouse gas emissions by 29 per-
cent by 2030 under the Paris accord to curb
global warming, Jakarta wants renewable

projects to provide almost a quarter of its
power needs by 2025, and nearly a third by
2050. Dolf Gielen, director of innovation and
technology with the International
Renewable Energy Agency, said Indonesia
was focused on coal for power generation as
recently as a couple of years ago, but “that
seems to be somewhat changing”. With
more than 17,000 islands scattered atop the
volcanic Pacific Ring of Fire, power experts
say Indonesia has plenty of options on
renewable sources - especially geothermal.

The United States is the world’s biggest
geothermal energy producer, but largely
untapped Indonesia is second since the mas-
sive Sarulla geothermal power plant on
Sumatra was expanded earlier this year.
Hydro-power is another good renewable
energy option for Indonesia, said Yuichiro Yoi,
head of Indonesia infrastructure finance at the
Asian Development Bank (ADB) in Manila.

North Sumatra’s Asahan hydroelectric
power plant, which began operating in 2011,
has helped Indonesia reduce its reliance on
fossil fuels, he added. Solar, tidal and wind
farms are also suitable for many parts of
Indonesia, experts said. Indonesia’s first wind
power project - the 100-hectare (247-acre)
Sidrap wind farm on the island of Sulawesi -
began operating earlier this year, and is a
source of national pride. There are also plans
to build the world’s largest tidal power plant
in East Flores, media reports say.

Although a clean and abundant power
source, Indonesia’s geothermal resources
are often located on or near protected
forest areas, which can put off many finan-
cial backers. 

One solution may be to exploit them on a
smaller scale, said Almo Pradana, energy and
climate manager at the World Resources
Institute (WRI) Indonesia. — Reuters

HONG KONG: Energy firms rallied yesterday
after a surge in oil prices but Asian markets
struggled to maintain early momentum and
extended their recent losses as trade war fears
torment investors. Both main crude contracts
piled higher after the State Department
warned US allies they would be hit with sanc-
tions if they did not halt Iran oil purchases by
November 4.

Analysts said that while the announcement
was not unexpected, the mere confirmation of
the fact was enough to push investors into
buying mode. The commodity has enjoyed a
healthy run since the weekend, when OPEC
and Russia agreed to a moderate lift in their
18-month-old output ceiling. Unrest in pro-
ducer Libya was also providing support.

The higher oil prices-Brent added more
than two percent and WTI more than three
percent Tuesday-lifted energy firms. CNOOC
soared more than three percent in Hong Kong
while PetroChina added 0.4 percent.
Woodside Petroleum in Sydney added 1.4
percent, while Tokyo-listed Inpex climbed 1.5
percent and JXTG soared more than six per-
cent. However, trade tensions continue to loom
large, with investors on edge awaiting the next

developments. Tokyo ended 0.3 percent lower.
Hong Kong lost 1.8 percent and Shanghai
closed 1.1 percent down, with the mainland
Chinese index now in bear market territory-
down 20 percent from its recent highs. Seoul
edged 0.4 percent down, while Singapore
shed 0.1 percent and Sydney was marginally
lower. Taipei and Mumbai fell but Wellington,
Manila, Bangkok and Jakarta were up.
Stephen Innes, head of Asia-Pacific trading at
OANDA, said Donald Trump’s attack on
Harley-Davidson indicated he is not ready to
back down on his hardline protectionist
America first agenda.

‘No one is safe’ 
The president on Tuesday hit out at the

motorbike maker after it said it was planning
to shift some manufacturing overseas because
of European Union tariffs put in place as retal-
iation for US duties. He said the bikes should
“never” be built outside the United States, and
tweeted: “Harley must know that they won’t be
able to sell back into US without paying a big
tax!” In a commentary, Innes said: “The only
thing I can think of that is more iconic
Americana than apple pie is Harley-Davidson.

“So, after the president’s recent Twitter
tirade directed at the iconic motorcycle manu-
facturer, it cements the view that, friend or foe,
no one is safe from the wrath of the US admin-
istration’s America First trade policy.” He
added that, while the US economy remains in
rude health, which should provide equities
support, “investors are caught between a ham-
mer and anvil on escalating trade wars”.

On currency markets, the trade uncertainty
is pushing the dollar up against most high-
yielding units owing to its safe haven status,
though it weakened against the yen, euro and
pound. The Chinese yuan also fell and is com-
ing under increasing pressure owing to con-
cerns about the impact of a trade war on the
world’s number two economy, which is also
showing signs of weakness.

The People’s Bank of China at the weekend
lowered lenders’ reserve requirements in a bid
to free up cash but while it was welcomed it
added to the yuan’s weakness and fuelled a
sense of unease in the economic outlook.
Markets are keeping an eye on US durable
goods orders later yesterday “with some inter-
est here in whether the concerns being flagged
by various Fed officials about trade worries

leading to deferred investment and hiring deci-
sions are showing up in orders,” Ray Attrill,
head of forex strategy at National Australia

Bank, said. In early trade London rose 0.3 per-
cent, Paris was flat and Frankfurt edged up 0.1
percent. — AFP 

SEOUL: A currency dealer monitors exchange rates as a screen (R) shows South Korea’s
benchmark stock index in a trading room at the KEB Hana Bank. — AFP 

Legal fight over Bali coal power
plant fuels energy dilemma   

WASHINGTON: The ratings on US sovereign debt is being
held down by rising deficits and policies focused too much
on the short-term, S&P Global Ratings said Tuesday. The
ratings agency said the strengths of the US economy and
policy structure, as well as few risks to trade in the near
term despite rising trade tensions, prompted it to retain the
AA+ rating on US debt, with a stable outlook.

However, S&P cautioned that “high general government
debt, rising deficits, relatively short-term-oriented policy-
making, and uncertainty about policy formulation constrain
the ratings.” And while trade tensions and the exchange of
tariffs with key trading partners are not expected “to
meaningfully hit the US economy in the near term,” S&P
said the uncertainty could delay investments and offset the
benefits of last year’s tax cut. The US economy, supported
by a buoyant consumer and strong housing market, is
expected to grow by about three percent this year and 2.5
percent next year following 2.3 percent growth in 2017,
S&P said. However, political divisiveness has hampered the
US government’s ability to pass needed legislation. 

The US lost its AAA rating in 2011, following battles
among lawmakers in Washington over whether to lift caps on
US sovereign borrowing, raising the likelihood of a US
default. The agency said it expects budget and debt ceiling
debates to be resolved at the last minute as they have been
in recent years. “In our view, disagreement across and within
political parties has resulted in slower decision-making and
has limited the government’s ability to enact forward-looking
legislation, particularly fiscal policy,” S&P said. “These fac-
tors-along with the government’s high level of debt-constrain
the ratings.” Earlier Tuesday, the Congressional Budget
Office said US sovereign debt is expected to reach 78
percent of GDP this year, its highest level since World
War II, and 152 percent by 2028, the highest in history,
while revenues are held down by the massive corporate
tax cut approved last year. — AFP

S&P: US debt 
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rising deficits

The Celukan Bawang power plant in seen here on the coast of Singaraja located in
northern Bali. — Reuters


