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Latin America’s airline apocalypse  
signals a future with weak rivalry 

SAO PAULO: Bankrupt LATAM Airlines and Avianca 
Holdings are dramatically retrenching their once grand 
ambitions amid the COVID-19 pandemic, reducing 
competition in Latin America as they mull once-
unthinkable cooperation with rivals. 

Since May, LATAM has exited Argentina, partnered 
with rival Azul SA in Brazil and cut back domestic 
operations in Chile, while Avianca has departed Peru. 

LATAM is now open to a deeper alliance with Azul, 
even as the two airlines usually control a combined 60 
percent of Brazil’s domestic market. 

The scaling back could reshape air travel 
in Latin America, weakening competition regionally 
and driving up ticket prices while also helping some 
carriers survive. The moves show how the industry is 
already shrinking through attrition, as airlines are too 
cash-strapped to consider buying the competition. 

“More than consolidation, many airlines will disap-
pear,” said Eliseo Llamazares, an aviation consultant at 
KPMG. Latin American governments increasingly rec-
ognize there is a new reality, and have shifted their pri-
orities to keeping local airlines alive instead of attract-
ing new players. 

Attrition has also occurred in Ecuador, where TAME 
shut down, and in Mexico, where Interjet has scaled 
back. “If this trend is allowed to continue, connectivity 
around the region will be affected,” said Peter Cerda, 
vice president for the Americas at IATA, an airline 

industry group. “Less connectivity means less choice, 
and less choice usually translates into higher prices.” 

All airlines in Latin America face some risk of disap-
pearing, analysts say. Dominant LATAM and Avianca 
have filed for bankruptcy protection, while auditors for 
Brazil’s Gol Linhas Aereas Inteligentes are seeking to 
include a formal warning in the airline’s financial state-
ments that the carrier risks disappearing. 

Azul and Aeromexico have hired restructuring 
advisers, while Panama’s Copa Holdings has not flown 
since late March, straining its finances. 

One airline that could stand to benefit is Chile-
based JetSMART, which is considering entering Brazil’s 
domestic market. 

JetSMART’s expansion is backed by deep pockets 
at private equity firm Indigo Partners, which also holds 
stakes in Frontier, Wizz Air and Mexico’s Volaris. Indigo 
Partners founder Bill Franke told Reuters he expects to 
look into helping finance Avianca’s restructuring. That 
could bring Avianca closer to JetSMART, keeping the 
Colombian airline’s markets safe from competition. 
Avianca declined to comment. 

 
‘Dividing the market’ 

If JetSMART expands to Brazil, it would arrive as 
competition is diminishing. Last year, LATAM and Gol 
fought to keep Azul from entering a key Sao Paulo air-
port. “JetSMART in Brazil would wreak havoc on the 
current players,” said an air industry executive. 

But the coronavirus has turned competition into a 
secondary concern, evidenced by the lack of pushback 
against the LATAM-Azul code-share. The code-share 
“would have been untenable before,” said Carlos 
Ozores, an aviation consultant at ICF. 

The current partnership applies only to non-over-
lapping routes, but LATAM said it is “open to evaluat-
ing the possibility of the eventual future expansion of 
this code-share” to overlapping routes. “They are 
dividing the market for themselves,” an executive at a 
rival airline said of LATAM and Azul. 

Gol CEO Paulo Kakinoff said code-share agree-
ments - in which two or more airlines publish and mar-

ket the same flight sharing one aircraft - will reduce 
air-travel supply, “which will benefit all of us.” The 
LATAM-Azul partnership has led to speculation about 
the future. 

“It could be the first step for deeper integration, 
even a merger,” said Andre Castellini, an aviation con-
sultant at Bain & Company. 

LATAM and Azul deny merger talks, but a source 
familiar with the code-share talks said it is “possible.” 
More than mergers, so-called joint business agree-
ments are in vogue. Recently, LATAM signed one with 
Delta Air Lines Inc , while Avianca, Copa and United 
have announced a rival one. The agreements allow for 
deep route integration, without all the expenses and 
red tape of an actual merger. 

LATAM was born out of the difficult merger of 

Chile’s LAN and Brazil’s TAM, which saddled the new 
carrier with big expenses. Not long ago, LATAM and 
Avianca had their planes in almost every corner 
in Latin America, controlling a combined 60 percent of 
the domestic markets in Colombia, Chile and Peru. 

But Avianca pulled out of Peru in May, calling the 
domestic market unprofitable, surrendering to LATAM, 
which has dominated travel there since the 1990s. 

LATAM, in turn, departed Argentina earlier this 
month after losing an accumulated $350 million since 
2012. What it shows is airlines willing to surrender mar-
ket share that they fought hard in normal times to 
maintain. “To talk about competition in this context 
makes no sense, this is a fight for survival,” Bain’s 
Castellini said. “Airlines are going to prioritize their sur-
vival over their market share.” – Reuters 
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Gulf Bank winner  
Al-Rashdan claims  
cash prize up to 12 
times his salary 
 
KUWAIT: Gulf Bank has announced the winner of its 
third monthly Salary Account draw of the year, which 
was postponed since March. This month’s lucky win-
ner, Mohammad Mansour Rashed Al-Rashdan, will 
take home a cash prize of up to 12 times his salary. The 
Salary Account draw took place at Gulf Bank’s Head 
Office in the presence of a representative from the 
Ministry of Commerce. 

With the 2020 Kuwaiti Salary Offer, new customers 
who transfer their salaries to Gulf Bank are automati-
cally enrolled in the monthly draws, giving them the 
chance to win cash prizes of up to 12 times their salary. 
Customers are also enrolled in a yearly draw of 
Kuwait’s largest salary prize, a cash prize of up to 100 
times the winner’s salary.  

Gulf Bank’s Salary Account also gives new cus-
tomers the opportunity to receive either a KD 100 
cash gift upon transferring their salaries to Gulf Bank, 
or an interest-free loan of up to KD 15,000. 
Customers must have a minimum salary of KD 500 
and are eligible for the offer following their first salary 
transfer to Gulf Bank. 

Customers can also enjoy additional benefits like a 
Visa or MasterCard credit card free of charge for a 
year. They can also apply for a loan of up to KD 
70,000 with a repayment period of 15 years, or a con-
sumer loan of up to KD 25,000.  

BP sells petchem 
arm to Ineos  
for $5 billion 
 
 
LONDON: British energy group BP, hit hard by the 
coronavirus pandemic slashing demand for oil, 
announced Monday the sale of its petrochemical busi-
ness to privately-owned rival Ineos for $5.0 billion (4.4 
billion euros). 

“The agreed sale... will further strengthen BP’s bal-
ance sheet and delivers its target for agreed divestments 
a year earlier than originally scheduled,” a statement 
said. BP chief executive Bernard Looney added: “I rec-
ognize this decision will come as a surprise and we will 
do our best to minimize uncertainty. I am confident 
however that the businesses will thrive as part of Ineos, 
a global leader in petrochemicals.” 

BP said that 1,700 staff employed by its petrochemi-
cal business worldwide were expected to transfer to 
Ineos on completion of the sale that meets a $15-billion 
divestment target one year early. “Today’s agreement is 
another deliberate step in building a BP that can com-
pete and succeed through the energy transition,” 
Looney said. The Irish national, who became CEO of BP 
in February, is targeting “net zero” carbon emissions for 
the company by 2050. 

In the immediate future, BP must rebuild its finances, 
having earlier this month said it would take a hit of up to 
$17.5 billion in the second quarter. With the coronavirus 
fallout ravaging global oil demand, BP has decided also 
to axe around 10,000 jobs, or 15 percent of its global 
workforce.   After companies worldwide closed their 
doors and airlines grounded planes at the height of the 
COVID-19 outbreak towards the end of the first quar-
ter, oil prices dropped off a cliff, causing them to briefly 
turn negative. Prices have however rebounded sharply 
in recent weeks as governments ease lockdowns and 
businesses slowly reopen. 

 
‘Top-class business’  

“We are delighted to acquire these top-class busi-
nesses from BP, extending the Ineos position in global 
petrochemicals and providing great scope for expan-
sion and integration with our existing business,” Ineos 
founder and chairman Jim Ratcliffe said in a separate 

statement Monday. BP’s aromatic and acetyls business 
consists of 15 sites—five in the Americas, two in Europe 
and eight across Asia. 

“Aromatics provides the building blocks for the 
global polyester industry, key to fibers, films and pack-
aging,” Ineos said in its statement. “Acetyls support a 
wide range of downstream industries in food flavoring 
and preservation, pharmaceuticals, paints, adhesives 
and packaging,” it added. 

Ineos will pay $4.0 billion to BP upon completion of 
the deal—and the remaining $1.0 billion by June 2021. 
BP’s share price was up 3.2 percent at 314.5 pence in 
London afternoon deals following news of the sale. 

The sale “raises cash for a firm that has been severe-
ly hit by the pandemic, while streamlining and potential-
ly reinventing the oil giant (BP) into a different kind of 
energy company”, said Connor Campbell, analyst at 
Spreadex trading group. Ineos, majority-owned by 
British billionaire Ratcliffe, employs around 22,000 peo-
ple across 26 countries. 

In 2005, Ineos spent $9.0 billion on purchasing 
chemical assets and refineries from BP. Under previous 
CEO Bob Dudley meanwhile, BP kick-started a $15-bil-
lion divestment program. In the past year, the energy 
major agreed also to sell its Alaska operations to Hilcorp 
Alaska for $5.6 billion. 

Together the disposals were initially aimed at 
recouping $10 billion to finance BP’s $10.4-billion pur-
chase of US oil and gas operations belonging to mining 
group BHP Billiton. – AFP 

An employee does maintenance work in an Avianca airlines aircraft on the tarmac at El 
Dorado International Airport  during the COVID-19 coronavirus pandemic.  – AFP 

SEATTLE, WA: A Boeing 737 MAX aircraft lands following a FAA recertification flight at 
Boeing Field on Monday in Seattle, Washington. – AFP 

 

 German Amazon  
workers strike  
for pay deal 
 
FRANKFURT: Hundreds of workers walked out 
at Amazon sites across Germany Monday to press 
for a binding pay and conditions agreement and 
highlight coronavirus risks, but the company has 
so far brushed off their demands. “We’re upping 
the pressure as Amazon has so far given no sign 
of understanding and is endangering employees’ 
health for company profits,” Orhan Akman, a rep-
resentative for service workers’ union Verdi, said 
in a statement. 

Local worker representatives estimated that 
up to 450 employees joined the strike at an 
Amazon logistics center in the western town of 
Rheinberg. Walkouts were also planned to last 
into Tuesday in Werne, Leipzig, Bad Hersfeld and 
Koblenz, some accompanied by protests. Akman 
highlighted a recent coronavirus outbreak in Bad 
Hersfeld with “30 to 40 colleagues infected” as 
one pressing reason for the labor conflict. 

As well as improved measures to protect work-
ers’ health, the union wants Amazon to sign on to 
regional wage agreements covering retail and e-
commerce stores—a battle Verdi has been waging 
for years. Opposition Greens party co-leader 
Annalena Baerbock backed the strike, calling for 
“fair wages, dignified working conditions and 
above all a collective bargaining agreement” at 
Amazon. But the company said that it already pays 
wages “at the upper end of the scale for compara-
ble work”, adding that it offers “chances for many 
people to develop their careers and above all a 
safe working environment”. It highlighted $4 bil-
lion of spending worldwide on measures to pro-
tect employees and customers from coronavirus 
infection, from hand disinfectant to protective 
masks. The strike will have “no influence on main-
taining deliveries, as the vast majority of employ-
ees are working as normal,” Amazon said.—AFP 

Boeing 737 MAX  
test flight takes off  
 
SEATTLE: US regulators launched a test flight of the 
Boeing 737 MAX on Monday, a key step in recertifying 
the jet that has grounded for more than a year following 
two fatal crashes. 

A MAX plane took off from Boeing Field in Seattle at 
1655 GMT, a Federal Aviation Administration 
spokesperson said. The initial flight will last “several 
hours” and will be followed by additional trips expected 
to take about three days, the spokesperson said in a 
statement. 

But though the flight is a critical step, the regulator 
stressed that the process for returning the once top-
selling aircraft to the skies is not over. 

“While the certification flights are an important mile-
stone, a number of key tasks remain,” the FAA 
spokesperson said, adding that the agency will be 
“deliberate” and “thoroughly review Boeing’s work” 
before allowing the plane to return to service. “We will 
lift the grounding order only after we are satisfied that 
the aircraft meets certification standards.” 

The MAX has been grounded globally since March 

13, 2019, following an Ethiopian Airlines crash that killed 
157 people. That catastrophe came just a few months 
after a Lion Air MAX crash that killed 189 people. The 
troubling similarities between the two accidents, both of 
which occurred shortly after takeoff, along with the 
pilots’ inability to regain control of the plane, led global 
aviation authorities to ground the model indefinitely. 

For months, the US aerospace giant has been strug-
gling to get the medium-haul aircraft—previously 
Boeing’s main source of revenue—back into service. 
The MAX’s anti-stall flight system, the MCAS, was par-
tially to blame for both crashes. But other technical mal-
functions, including one involving electrical wiring, were 
subsequently detected during the aircraft’s modification 
process, slowing down its recertification. 

Shares of Boeing opened sharply higher Monday 
and rose further following news the flight had gone off. 
Near 1630 GMT, Boeing shares were up 10.2 percent to 
$187.26.  

Civil aviation authorities cannot approve the modi-
fied model until they have examined how it performs in 
the air, and looked at the thousands of data points col-
lected during the test flights. But beyond that Boeing 
still must develop pilot training protocols for the MAX 
that will be subject to public comment and a final review 
by a technical advisory board. —AFP 

An INEOS logo on the JS Ineon Insight ship as it arrives to 
dock at Grangemouth in Scotland. British energy group BP, 
hit hard by the coronavirus pandemic slashing demand for 
oil, announced Monday, the sale of its petrochemical busi-
ness to rival Ineos for $5.0 billion (4.4 billion euros). – AFP 


