
OSLO:  Norway’s sovereign wealth fund, the
world’s biggest thanks to petrodollars, will sell
off stakes in oil and gas exploration and pro-
duction companies to reduce its exposure to
black gold, the government said Friday. While
the decision is based solely on financial con-
siderations and not on the environment, a
divestment-even partial-by an investor worth
more than $1 trillion was seen as a major blow
to the fossil fuels industry and hailed by the
environmental lobby.

The government of Norway, the biggest oil
and gas producer in western Europe, said the
divestment was specifically targeting explo-
ration and production companies, “rather than
selling a broadly diversified energy sector.”

“The objective is to reduce the vulnerabili-
ty of our common wealth to a permanent oil
price decline,” Finance Minister Siv Jensen
said, stressing the move should not be inter-
preted as a lack of confidence in the future of
the oil sector.

As the decision only concerns companies
specialized in upstream operations, it could
affect 134 groups like Chesapeake of the US,
Canada’s Encana, China’s CNOOC, France’s
Maurel and Britain’s Tullow, among others.
Companies involved in downstream opera-
tions, such as distribution and refining, and,

more importantly, integrated companies
which do both down- and upstream-such as
giants ExxonMobil, Shell, BP and Total-will
not be affected.

Expected to sail through parliament 
Friday’s proposal therefore concerns $7.5

billion of the around $37 billion the fund held
in the oil and gas sector at the end of 2018.
The government’s proposal is expected to sail
through parliament.

Sovereign funds are state-owned investors
in various kinds of assets that aim to generate
revenue for government programs and pen-
sions.  The Norwegian decision follows a
headline-making 2017 recommendation by
the Scandinavian country’s central bank,
which manages the fund, aimed at limiting the
state coffers’ exposure to a steep drop in oil
prices, as in 2014.

Oil and gas represent almost half of
Norway’s exports and 20 percent of the
state’s revenues. 

The state’s oil revenues are placed in the
sovereign wealth fund-commonly referred to
as the “oil fund” but formally known as the
Government Pension Fund Global-which Oslo
then taps to balance its budget. The finance
minister insisted that Friday’s decision “does

not reflect any specific view on the oil price,
future profitability or sustainability of the
petroleum sector.”

Jensen noted that the oil industry “will be
an important and major industry in Norway
for many years to come.”

‘Shockwave’ 
For environmental organizations and cli-

mate change activists, Norway’s new position
is a clear victory as the world struggles to
meet Paris Agreement goals. “If this passes
through parliament, it will cause a shockwave
on the market, dealing the biggest blow yet to
the illusion that the fossil fuel sector still has
decades of business ahead of it,” said Yossi
Cadan of 350.org, an organization engaged in
the fight against climate change.

“The decision should be seen as a red
flag for private banks and investors whose
oil and gas stocks are becoming increas-
ingly high-risk and morally untenable,” he
said in a statement.

Beyond the sums involved, the decision is
also important because positions taken by the
fund-which controls 1.4 percent of global
market capitalization-are closely watched by
other investors.

“When one of the biggest sovereign funds

in the world concludes that it can yield high
returns on its investments with moderate risk
by reducing its exposure to oil and gas,
investors take note,” Jan Erik Saugestad, head

of asset management at Norwegian insurer
Storebrand said. The fund has already pulled
out of the coal industry, both for environmen-
tal and financial reasons. — AFP
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Norway sovereign wealth fund 
will dump oil and gas: Minister

Move to reduce vulnerability of wealth due to oil price decline

OSLO: Norwegian Finance Minister Siv Jensen arrives for a press confer-
ence on sovereign wealth fund and oil stocks on Friday in Oslo. — AFP

Deutsche Bank 
board agrees to 
Commerzbank 
merger talks 
FRANKFURT: The management board of Deutsche
Bank has agreed to hold talks with rival Commerzbank
on the feasibility of a merger, a person with knowledge
of the matter told Reuters yesterday. First unofficial
contacts took place within a very small group and the
mandate from Deutsche’s board was given more than a
week ago, said the source, speaking on condition of
anonymity. Talks were at a very early stage and could
fall apart, the person added, confirming information
reported earlier by the Welt am Sonntag newspaper.

A spokesman for Deutsche Bank and a spokes-
woman for Commerzbank both declined to comment.

Speculation about a possible merger between
Germany’s two largest listed banks has been rife for
months, heightening under the tenure of Finance
Minister Olaf Scholz, who has emphasized the impor-
tance of strong banks. Both lenders have struggled to
return to sustainable profitability since the global
financial crisis, and the government holds a stake of
more than 15 percent in Commerzbank following a
bailout.

Deutsche is regarded as one of the most important
banks in the global financial system, but has been
plagued by three years of losses, ratings downgrades,
failed stress tests, and money laundering scandals. Its
chief executive, Christian Sewing, has said publicly in
recent months he was focused on restoring profitabili-
ty before taking on a complicated merger project.

Sewing is expected to report back to the board
before the bank takes further steps, the source said.

Commerzbank’s chief, Martin Zielke, has been more
open to the idea of a tie-up, a person with knowledge
of his thinking said. Last month, he said speculation
about a merger was “understandable”.

The two banks flirted with a merger in 2016 but
talks fizzled out after they decided to focus on restruc-
turing. Last month, a person familiar with the matter
said that US investor Cerberus Capital Management, a
major shareholder in both Deutsche Bank and
Commerzbank, was open to a merger, increasing
chances of a tie-up. Deutsche Bank has more than 20
mill ion personal and business customers, and
Commerzbank around 18 million.

Based on Friday’s closing prices, a combination of
the two banks would have an equity market value of
more than 24 billion euros ($27 billion). — Reuters 

Deutsch Bank headquarters in Frankfurt.

Wall St extends 
losing streak 
after weak 
US jobs data 
NEW YORK:  Wall Street’s main indexes fell for a fifth
straight session on Friday and posted their biggest weekly
declines since the market tumbled at the end of 2018, as a
weak U.S. jobs report ignited more concerns about the
global economy. But Friday’s declines were only slight.
Stocks significantly pared losses late in the day as investors
reassessed the employment report and considered whether
the market’s recent slump was ending. The eventful session
came as some Wall Street watchers prepared to celebrate
the 10-year anniversary of the start of the S&P 500’s bull
market run that took root during the financial crisis.

US employment growth almost stalled in February, with
the economy creating only 20,000 jobs, adding to signs of
a sharp slowdown in economic activity in the first quarter.
The payroll gains reported by the Labor Department were
the weakest since September 2017.

The weak US report added to economic fears also
fanned by a sharp fall in China’s exports and after the
European Central Bank slashed growth forecasts for the
region on Thursday. “People are worried about the jobs
report and global growth in general and that is pushing
markets lower,” said Brent Schutte, chief investment strate-
gist at Northwestern Mutual Wealth Management
Company in Milwaukee.

But stocks finished well above their lows for the session,
as investors noted the jobs report was affected by seasonal
effects and the federal government shutdown. “As people

take a step away from the headline number, they say, ‘Hey,
this is just one report. The economy is likely not as weak as
this one report would suggest’,” said Keith Lerner, Chief
Market Strategist, SunTrust Advisory Services in Atlanta.

The Dow Jones Industrial Average fell 22.99 points, or
0.09 percent, to 25,450.24, the S&P 500 lost 5.86 points,
or 0.21 percent, to 2,743.07 and the Nasdaq Composite
dropped 13.32 points, or 0.18 percent, to 7,408.14. The
Nasdaq snapped a 10-week streak of weekly gains.

The closely watched Dow Jones Transportation Average
fell 0.5 percent, dropping for an 11th straight session, its
longest streak of declines since 1972, according to S&P
Dow Jones Indices.

The recent pullback has paused a rally to start 2019 that
has been fueled by optimism over a US-China trade deal and
by beliefs the Federal Reserve will be less aggressive in rais-
ing interest rates. The S&P 500 is up 9.4 percent this year.

“In the first part of the year, what we have largely done
is clawed back what we lost in the fourth quarter that was
based upon geopolitical and Federal Reserve fears that are
now ebbing,” Schutte said.

Energy fell the most among the 11 major sectors, declin-
ing 2.0 percent as oil prices also fell.

Exxon Mobil shares dropped 1.4 percent and were
among the biggest drags on the S&P.

Utilities led gains among the sectors, while two other
defensive groups, consumer staples and real estate, fin-
ished positive. In corporate news, Costco Wholesale shares
rose 5.1 percent after the warehouse club operator’s quar-
terly profit topped estimates.

Declining issues outnumbered advancing ones on the
NYSE by a 1.35-to-1 ratio; on Nasdaq, a 1.21-to-1 ratio
favored decliners. The S&P 500 posted six new 52-week
highs and five new lows; the Nasdaq Composite recorded
28 new highs and 51 new lows. About 7.1 billion shares
changed hands in US exchanges, below the 7.3 billion daily
average over the last 20 sessions. — Reuters 

NEW YORK : Traders work on the floor of the New York Stock Exchange (NYSE) on March 04,
2019 in New York City. Despite there being no major earning reports or other news to cause
volatility, the Dow finished the day with a 206-point drop after initially gaining after this
mornings opening. — AFP 

WB panel orders 
Venezuela to pay 
ConocoPhillips 
$8.7 billion
WASHINGTON: A World Bank arbitration panel on
Friday ordered Venezuela to pay oil major
ConocoPhillips $8.7 billion after taking control of three
of its operations in 2007. It was the latest blow for the
once wealthy oil-producing nation, which has seen its
economy collapse and has faced other such rulings
favoring foreign companies seeking compensation.

The International Center for Settlement of
Investment Disputes (ICSID) said compensation for the
three facilities “shall be paid together with interest at
an annual rate of 5.5 percent, compounded annually,
until the date of full and final payment of these
amounts.”

ConocoPhillips welcomed the decision which it said
reaffirms “governments cannot unlawfully expropriate
private investments without paying compensation.”

The ICSID tribunal ruled in 2013 that the expropria-
tion of ConocoPhillips investments in the Hamaca and
Petrozuata heavy crude oil projects and the offshore
Corocoro development project violated international
law.  The decision Friday set the payment amount.

Another international arbitration panel last year
ordered Venezuela’s state oil company PDVSA to pay
ConocoPhillips $2 billion in compensation for two of
the projects.

The Houston-based oil firm’s investments came in
the late 1990s when Caracas opened the heavy oil proj-
ects in the Orinoco Belt to foreign investment.

PDVSA, once the lifeblood of OPEC-member
Venezuela, has seen production plummet in recent
years with the collapse of the economy. President
Nicolas Maduro has come under intense international
pressure. His rule is being challenged by National
Assembly leader Juan Guaido, who Washington and
dozens of countries have recognized as the interim
leader. — AFP

Canada jobless 
rate holds at 
5.8% in Feb
OTTAWA: Canada added 56,000 mostly full-
time jobs in February, but the unemployment
rate remained unchanged at 5.8 percent, the
government statistical agency said Friday.

Coming on the heels of a jobs surge at the
start of the year, economists had forecast a
slight drop in the unemployment rate. But only
Ontario-the most populous region and an eco-
nomic hub-saw an uptick in jobs in the month,
according to Statistics Canada.

The Western prairie province of Manitoba
shed 3,300 net jobs, while others saw no real
change.

“Is the Canadian economy a dead parrot, or
like the one in the Monty Python skit, maybe it’s
just resting, since today’s jobs data seem to
suggest that there’s a lot of life left in it,” CIBC
Capital Markets chief economist Avery Shenfeld
mused in a research note. Following a string of
interest rate hikes over the past year from a
near record low, and then a pause, Shenfeld
said the latest job numbers and other recent
economic data could put pressure on the Bank
of Canada to resume raising rates-eventually.

“While there’s nothing in this that spells a
rate hike any time soon, the market might
rethink the idea that the next move is sure to
be a cut,” he said.

According to Statistics Canada, more people
were employed in professional, scientific and
technical services; public administration; natu-
ral resources; and agriculture in February.

At the same time, there were fewer workers
in hotel and food services, as well as trans-
portation and warehousing. —AFP

China consumer 
price index at 
lowest level 
in a year
BEIJING: The consumer price index in China fell to its
lowest level in a year last month, while producer prices
hardly budged, according to figures published yester-
day by the National Bureau of Statistics.

The consumer price index (CPI) — a key measure of
retail inflation-rose just 1.5 percent in February year-
on-year, compared with 1.7 percent in January. It has
now declined for four consecutive months and is at its
lowest point since January 2018. China is grappling
with a decline in global demand-notably from the
United States, which launched a trade war against
Beijing last summer. 

Growth in China dropped to 6.6 percent last year, its
lowest level in 28 years. The government this week
announced it is aiming for growth of between just 6 and
6.5 percent this year.

The producer price index (PPI) — an important
barometer of domestic demand-edged up by only 0.1
percent in February, in a further sign the Asian giant’s
economy is slowing. 

That figure, matching January results, is the lowest
for more than two years. The indicator has been in con-
stant retreat for seven months.  The increase in con-
sumer prices is in line with analyst forecasts, but the
rise in producer prices is weaker than expected. A
Bloomberg news survey found an average forecast
growth of 0.2 percent by economists.

“CPI inflation will most likely remain far below the
2019 government target of 3.0 percent,” said Nomura
economist Ting Lu in a note. Production prices could
fall into negative territory this year, he added.
“Disinflation continues, and deflation in the manufactur-
ing sector may be around the corner,” said Hong Kong
economist David Qu, according to Bloomberg.

“The weak consumer and producer price data
underline the need for continued government support
for the economy,” he added. Faced with a slowdown in
activity, Premier Minister Li Keqiang announced a
series of support measures on Tuesday including a
reduction in company charges and VAT. — AFP 


