
Thursday, March 19, 2020B u s i n e s s

Established 1961 

NEW YORK: Boeing is seeking at least $60 billion
in federal support for the aerospace industry to
help it navigate a battered aviation environment due
to the new coronavirus, company officials said yes-
terday. The funds would include federal loan guar-
antees to provide liquidity for Boeing and compa-
nies in its supply chain at a time when the virus
pandemic has obliterated near-term airline demand
and destroyed the industry’s profitability. “Funds
would support the health of the broader aviation
industry, because much of any liquidity support to
Boeing will be used for payments to suppliers to
maintain the health of the supply chain,” Boeing
officials said in a statement.

“The long-term outlook for the industry is still
strong, but until global passenger traffic resumes to
normal levels, these measures are needed to manage
the pressure on the aviation sector and the econo-
my as a whole.” 

Boeing’s near-term outlook had already been
dimmed by the 737 MAX crisis , which was
grounded a year ago following two deadly crash-
es.  The jet has still not been cleared to resume
service and continues to face some important reg-
ulatory hoops before it will fly again. The dual
crises would threaten the survival of other compa-
nies, but Boeing still retains considerable support
in Washington because of its importance to the
US economy, with about 130,000 employees, a

figure that doesn’t include workers at about
17,000 suppliers. 

President Donald Trump on Tuesday endorsed
aggressive measures to assist Boeing, telling
reporters at a briefing, “we have to protect Boeing
and help Boeing.” Airlines are also suffering, and
media reports say the government is looking at $50
billion in assistance that the industry has requested.

Still, federal packages for big companies could
come with conditions.  Democratic presidential
candidate Senator Bernie Sanders of Vermont said
any bailouts to the airline industry must be condi-
tioned on ending stock buybacks. And Senator
Elizabeth Warren, a Massachusetts Democrat who
recently ended her presidential campaign, said on
Twitter that companies should also be prohibited
from paying dividends or executive bonuses dur-
ing the period of relief and three years after. Credit
ratings agency S&P on Monday downgraded its
rating for Boeing, saying its outlook has worsened
and predicting a likely increase in “aircraft order
deferrals, further pressuring cash flows.”  Boeing
disclosed Tuesday that it has fully drawn a $13.8
billion credit agreement struck only last month
with major banks, according to a securities filing.
The company still has another credit facility from
October 2019, which has not been drawn on and
provides “additional liquidity as we navigate the
current challenges.” —AFP 
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AMSTERDAM: In this file photo, a Boeing 747 commercial plane of KLM airline lands at
Shipol airport.

COVID-19 freezes 
consumer-driven 
US economy, 
testing retailers
NEW YORK: The coronavirus outbreak has trans-
formed the US virtually overnight from a place of
boundless consumerism to one suddenly constrained
by nesting and social distancing.

The crisis tests all retailers, leading to temporary
store closures at companies like Apple and Nike and
manic buying of food staples at supermarkets and big-
box retailers like Walmart even as many outlets remain
open for business-albeit in a weirdly anemic consumer
environment. In general, the coronavirus crisis is
expected to dent retail earnings while likely accelerat-
ing a trend towards online sales as more stores shut
down, hastening an industry shakeout that was already
underway prior to the public health crisis.

“Weaker balance sheets and relentless margin
pressures will continue to push smaller, cash-starved
retailers down the ratings scale and closer to default,”
Mickey Chadha, a Moody’s senior credit officer, said in
a note to investors Tuesday. “This will be exacerbated
with the extreme dislocations caused by the coron-
avirus pandemic. There is a sharpening divide between
those who have the capacity to weather the challeng-
ing operating environment and those who do not.”

On Tuesday, more leading retailers announced clo-
sures, including Macy’s, Crate & Barrel and the iconic
Saks Fifth Avenue flagship store in New York.

Shutting down 
Many of the increasing number of companies that

shut stores, a group that includes Apple, Nike and
Lululemon, are stronger brands, analysts note. Apple’s

actions in response to the virus map the evolution of
the outbreak. The tech giant on February 1 closed all
its Chinese stores because of the coronavirus. But by
last weekend, Apple had reopened all of its stores in
the country, even as it announced it was shutting down
everywhere else through March 27 to limit the spread
of the virus in Europe and North America.

“The most effective way to minimize risk of the
virus’s transmission is to reduce density and maximize
social distance,” Apple Chief Executive Tim Cook said
as he announced the closure of non-Chinese stores,
while adding that online stores would remain open.
Youth-oriented apparel chain Gap also pointed to its
experience in Asia as it cut hours throughout the US
and Canada, while temporarily closing more than 100
stores in areas hit hardest by coronavirus.

“While these situations are unsettling and ever-
changing, we will continue to make decisions in the
best interests of our employees,” said incoming Gap
Chief Executive Sonia Syngal.

Online not immune 
Other stores have remained open, but stepped up

cleaning of high-trafficked areas and restrooms in
response to the outbreak. The Westchester Mall, an
upscale shopping center about 45 minutes from
Manhattan, has trimmed its hours but was still open
as of Tuesday afternoon. The outbreak will most cer-
tainly boost online sales growth even faster, as shown
by Amazon’s announcement late Monday that it plans
to hire 100,000 warehouse workers to meet surging
demand.

However, analysts caution that e-commerce distri-
bution and shipping networks are not immune to chal-
lenges from the virus. “All parts of the economy and
supply chain are vulnerable,” said Neil Saunders,
director GlobalData Retail. “That includes delivery
companies and online orders.” If supply chains are
affected by coronavirus outbreaks, that will mean
delays to deliveries, said Saunders, who expects con-
sumer spending to be weak overall.—AFP

NEW YORK: While department stores and specialty retailers suffer, grocers are struggling
to keep up with elevated demand due to panic buying.— AFP

IMF rejects 
Venezuela’s 
$5bn aid request
CARACAS: The International Monetary Fund on
Tuesday rejected economically devastated
Venezuela’s request for a $5 billion loan to help it
cope with the onslaught of coronavirus on the coun-
try that an aid agency warned is as prepared as
war-torn Syria. President Nicolas Maduro made the
request earlier Tuesday but, in a statement hours lat-
er, the Washington-based institution indirectly cited
a dispute over Maduro’s leadership in denying his
petition. In a letter to IMF chief Kristalina
Georgieva, Maduro said a $5 billion loan from the
IMF’s Rapid Financing Instrument (RFI) “will con-
tribute significantly to strengthening our detection
and response systems.” It was the country’s first
loan request to the IMF since 2001.

“Unfortunately, the Fund is not in a position to
consider this request,” because there is “no clarity”
on international recognition of the country’s govern-
ment, the Washington-based institution said in a
statement. “As we have mentioned before, IMF
engagement with member countries is predicated
on official government recognition by the interna-
tional community, as reflected in the IMF’s member-
ship. There is no clarity on recognition at this time,”
the statement said.

More than 50 countries including the United
States have not recognized Maduro for more than a
year, after switching allegiance to opposition leader
Juan Guaido who declared himself acting president.

Guaido branded Maduro a usurper over the
president’s 2018 re-election in polls widely seen as
fraudulent. But US sanctions and other international
pressures have failed to dislodge Maduro, who is
backed by Venezuela’s creditors China and Russia
and retains the support of the powerful military.

Five years of crisis 
The RFI from which Maduro sought the assis-

tance is a mechanism by which all IMF member
countries can get financial assistance without the
need to have a full-fledged economic program in
place. Venezuela’s health system is in tatters after
five years of economic and political crisis that has
sent millions of people fleeing for lack of basic sta-
ples. “We hardly have five percent of the medicine
stocks we need,” Douglas Leon Natera, head of the
Venezuelan Medical Federation, told AFP earlier.
Jan Egeland, general secretary of the Norwegian
Refugee Council, placed Venezuela in the same
category as war-torn Syria and Yemen in its pre-
paredness. Like those countries, “there will be car-
nage” when the virus reaches parts of Venezuela
given that “health systems have collapsed,” warned
Egeland.—AFP

From food to tech, 
virus to spur urban 
planning rethink 
BANGKOK: The coronavirus pandemic sweeping
across the planet will force city authorities and plan-
ners to more seriously consider factors such as popu-
lation density, technology, food security and inade-
quate housing, urban experts said. As of yesterday
morning the outbreak, termed COVID-19, had infected
about 200,000 people worldwide and killed roughly
8,000, according to a global tally kept by Johns
Hopkins University. In response, countries have tight-
ened border controls, imposed travel bans, locked
down cities and stepped up surveillance using technol-
ogy powered by artificial intelligence (AI).

“It is likely that COVID-19 will prompt a rethink of
urban design and planning in the Asia-Pacific region,”
said Tony Matthews, a senior lecturer in urban and
environmental planning at Australia’s Griffith
University. “There will probably be consideration of
desirable population density levels, a greater utilisa-
tion of apps and smart data to track health trends, and
many cities will probably start to think about their
food security more closely,” he said.

Countries including China, South Korea and
Singapore are using robots, drones and big data to
track the outbreak, disinfect hospitals and deliver sup-
plies. Such technologies may become a fixture in cities
to flag potential problems for quicker response, said
Matthews. Authorities are also likely to more closely
monitor vector-borne diseases such as dengue fever
that are shifting due to climate change, and impose
limits on the types and numbers of live animals in tra-
ditional markets, he said.

Coronaviruses are zoonotic diseases - meaning
they are passed from animals to humans - and the rap-
id pace of deforestation and urbanization are major
factors in the spread of these diseases in Asia, health
experts say. Authorities in China said they would tight-
en supervision of traditional markets in the cities.

Catalysts
This would not be the first time that an epidemic

has led to changes in city planning, research shows.
The cholera outbreaks of the 1830s led to better sani-
tation in London and elsewhere, while the tuberculosis
epidemic in New York in the early 20th century paved
the way for improved public transit systems and hous-
ing regulations.

The Severe Acute Respiratory Syndrome (SARS)
outbreak in 2003, which hit cities such as Hong Kong
and Singapore, led Singapore to upgrade its medical
infrastructure and create systems to map the disease.
“Historically, epidemics have acted as catalysts in
transforming how diseases are handled, especially in
urban areas,” said Annie Wilkinson, a research fellow
at the Institute of Development Studies, a UK-based
think tank. “Community engagement is key to effective
epidemic control, be it delivering trusted messages,
carrying out surveillance, or limiting movement,” she
said.—Reuters

COVID-19 doom 
means boom for 
pasta makers 
PARIS: It may be all doom and gloom as the coron-
avirus outbreak completely upends the world we knew
but pasta makers may never have had it so good as
panic-stricken shoppers stock up on a basic food to
survive the crisis. Scenes of mayhem in supermarkets
around the world typically hone in on pasta shelves
stripped bare in a matter of minutes, sending manufac-
turers into overdrive to try and keep up with demand.

“We are now 90 percent up in our sales over the
past three weeks and more recently, up more than 100
percent,” Xavier Riescher, head of France’s top agri-
food company the Panzani group, told AFP.

Riescher, who is also head of the French pasta mak-
ers industry association, said his factories normally did
not operate over the weekend-but that has all changed

now and they are on the go night and day. “We are
working seven days out of seven, 24 hours out of 24;
there has been an exceptional mobilization of French
workers,” he added. It is the same story in Italy, the
badly hit epicenter of the European outbreak, where
production runs non-stop at La Molisana, the country’s
fourth largest pasta maker. “Since the beginning of
February, output is up more than 50 percent in Italy,”
said Michel Liquidato, sales director for the company
in France.

The problem now is to keep up with demand.
Longer hours for the workforce are not enough on
their own, Riescher said, noting that manufacturers
have concentrated on making the simple forms of pasta
rather than more elaborate versions. “When you make
farfalle, you need twice the time you need for shell pas-
ta because its more complex,” he said.

So for the industry the focus is on about 10 types of
the simplest pasta such as shell, spaghetti, macaroni or
penne, to reduce production time and costs. “That is
true for Panzani, for Barilla, for Garofalo, which makes
very up market versions. You concentrate on what you
can make,” Riescher added.

No supply problems 
It is the same story for another kitchen staple rice,

Riescher said, with Panzani’s Winged Bull brand seeing
sales soar 70 percent in the past few weeks, and cous-
cous. But despite the pressure, he said there would be
no problem with supplies. “There is always lots of
stock. All the factories in France are continuing to pro-
duce and I can speak for all in the industry association
on that,” he said.

“That is true in Italy too. Certainly there are some
factories which have a few problems in the lockdown
zone in the north but for the moment, they continue to
produce,” he added. “Despite this difficult situation,
none of our sites are currently subject to lockdown
measures,” the Barilla group told AFP. However, some
companies are finding they are having to make a choice
between which customers they can serve.

“We need to supply in priority the Italian market
and those countries which have been clients for several
years,” said Liquidato. The company had only recently
started sales in France, he said, adding that it had had
to pass up several orders to concentrate on its estab-
lished markets.—AFP 

PARIS: Pasta makers are sticking to the simplest versions
— such as tagliatelli here — with demand soaring due to
the coronavirus outbreak.—  AFP


