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BRASILIA: Brazil’s influential finance minister has
convinced President Jair Bolsonaro to consider the
once-unthinkable step of privatizing state-owned
oil company Petrobras, but stiff political opposi-
tion could stifle any effort to sell the country’s cor-
porate crown jewel. Petrobras, or Petroleo
Brasileiro SA, was founded in 1953 by former pres-
ident Getulio Vargas following a nationalist cam-
paign that began in the 1940s with the anthem
“The oil is ours”.

Selling the company would cap off the drive by
Economy Minister Paulo Guedes, a Chicago
school-trained economist and disciple of
Thatcherite economics, to maximize privatization,
deregulation and free-market activity.

Guedes, who is influential in Bolsonaro’s right-
wing administration, has said if it were up to him
the state would sell “everything”. But he needs to
build support because unlike other state assets,
privatizing Petrobras requires congressional ap-
proval. The Brazilian government’s stake in Petro-
bras, including stock owned by development bank
BNDES, is worth 135 billion reais ($33 billion) at
current market prices. It is hard to estimate how
much a rival would pay for a controlling premium
or how much the government could raise from out-
right privatization. Still, proceeds from a sale
would go a long way toward reducing Brazil’s
budget deficit.

It would also be the clearest signal yet that the
government is serious about shrinking the state’s
size and influence in business. But it is likely to re-
main a pipe dream, at least over the remaining 3-

1/2 years of Bolsonaro’s first term. Petrobras is al-
ready raising cash by selling off non-core assets
and the government has a long list of other firms it
wants to privatize first. Also, politicians of many
stripes oppose selling Petrobras, saying it would
violate national sovereignty.

“Petrobras is a successful example of a public
company ... so I find it hard to make the case that
privatizing it will be more profitable for Brazil,”
said federal deputy Marcelo Ramos of the center-
right Liberal Party. “Personally, I am against it and
I don’t think there will be appetite for this in Con-
gress,” he said.

Everything on the table 
After a dispute about the sale of Petrobras sub-

sidiaries, Brazil’s Supreme Court decided in June
that congress must approve any sale of the oil
company. Bolsonaro himself has said in the past
that he opposed privatizing Petrobras because of
its “strategic” nature. Last week, he said the gov-
ernment was ready to discuss a possible sale, and
shares of Petrobras briefly jumped.

“Everything is studied, everything is raised,
everything is discussed,” Bolsonaro told reporters
on Thursday last week. “Whether you privatize or
not, you have to look at the cost-benefit, what is
good for Brazil and what is not,” he said. A drive
to privatize Petrobras “will embolden the opposi-
tion in Congress, which now has more support for
its claim that Brazil is being handed over to busi-
nessmen and/or foreigners,” analysts at Guide In-
vestimentos said in a client note last week.

$70 billion debt 
Currently, the government holds a 43 percent

stake - 28 percent directly and 15 percent through
BNDES - in what is the world’s ninth-largest oil
company by market capitalization. That is a con-
trolling stake because it is all voting stock, equiva-
lent to 50.3 percent of common shares, according
to information provided by Petrobras to securities
industry regulators. Petrobras employs nearly
70,000 people and is Brazil’s largest company by
revenue, operating profit and market value. It has

taken steps to reduce its huge debt load in recent
years, as it began to move beyond the black eye in-
flicted by its part in the nationwide graft-and- cor-
ruption scandal exposed by “Operation Car Wash.”
But despite unprecedented moves to sell non-core
assets, net debt still stands at around $70 billion.
Shares jumped 6 percent on Wednesday last week
after local media reports that the government
wants to push a sale through in Bolsonaro’s first
term, but have since slumped back along with the
broader market.—Reuters
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A logo of the Brazil’s state-run Petrobras oil company is seen in Rio de Janeiro, Brazil. —Reuters

France, Germany 
to propose public 
investment in data 
centers for AI
PARIS: France and Germany are to make proposals in the coming
months to invest public money in data storage facilities in order to wean
Europe off of foreign centers and spur artificial intelligence investment,
France’s finance minister said on Wednesday. France’s Bruno Le Maire
said the investments would be based on a recent joint initiative to finance
the development of batteries, which France and Germany want in order
to avoid becoming dependent on Chinese batteries. “We will make pro-
posals with Germany in the coming months to invest public money in
data storage for artificial intelligence so that European data is pro-
tected,” Le Maire told journalists on the sidelines of an annual end-of-
summer business forum. German Economy Minister Peter Altmaier said
that Europe had fallen behind and that alternative had to be found in
order not to become dependent on US and Chinese companies.

“We have an interest in Europe to keep our data in Europe. We
have an interest in creating sovereign data structures,” Altmaier said
at the same conference. Neither minister said how much was ex-
pected to be put into the project. France has committed to put 700
million euros into the battery alliance and Germany 1 billion euros.
The European Commission is due to give state aid approval before
October. —Reuters

Argentina asks 
IMF to restructure 
debt payments
BUENOS AIRES: Argentina asked the International Mone-
tary Fund to restructure its debt payments on the $56 billion
bail-out loan agreed last year in a bid to calm market tur-
bulence, Finance Minister Hernan Lacunza said Wednesday.
Following the announcement, the IMF said in a statement
that it will “continue to stand with Argentina during these
challenging times.”

Recession-hit Argentina has suffered market volatility
since business-friendly President Mauricio Macri was
trounced in party primaries three weeks ago by leftist chal-
lenger Alberto Fernandez.

Debt repayments are due to begin in 2021 while the latest
loan disbursement of $5.4 billion is expected next month.
Lacunza said the government has “proposed the start of a
dialogue to roll back the debt repayments.”

However, he said that while those talks would begin be-
fore the October 27 general election, they would not be fin-
ished until after the new government takes over on
December 10. The request for repayment extensions aims to
allow the next government to “deploy its policies without fi-
nancial restrictions.” An IMF delegation was visiting Ar-
gentina this week to review the loan, but is now returning to
Washington as scheduled, the fund’s spokesman Gerry Rice
said in a statement that described talks with Lacunza and
others as “productive.”

“Regarding the debt operation announced by the Argen-
tine authorities today, Fund staff is in the process of analyz-
ing them and assessing their impact,” Rice said.

‘Important steps’ 
“Staff understands that the authorities have taken these

important steps to address liquidity needs and safeguard re-
serves,” he added. Lacunza also announced other initiatives
to postpone the payment of bonds to institutional investors,
relieving the pressure on international reserves so they can
be used to stabilize the currency. The Central Bank bought
$300 million in pesos on Tuesday to try to calm markets but
the currency still depreciated by almost 2.5 percent.

The currency weakened by 20 percent alone in the week
after the primaries while the Buenos Aires stock exchange
dropped by 30 percent. Just under two weeks ago, ratings
agencies Fitch and S&P downgraded Argentina’s credit rat-
ing from “B” to “CCC” and “B-” respectively.

Fernandez had romped to victory, in what was essentially
a de facto opinion poll, with 47 percent of the vote to
Macri’s 32 percent. Such a result in October’s election would
send Fernandez-who has been highly critical of the IMF
loan-to the presidential palace without need for a run-off in
November.

“The loan received by the country and the set of condi-
tions associated with it have failed to generate any of the
desired results,” Fernandez’s team said in a statement on
Monday after his meeting with IMF representatives in
Buenos Aires. “There has been no letup in the contraction
of the economy, a worsening of employment and the situa-
tion of businesses and families. There hasn’t been a sustained
drop in inflation and public debt hasn’t ceased to grow,” the
statement said. —AFP


