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LATAM largest airline driven  
to bankruptcy by coronavirus 

BRASILIA: LATAM Airlines Group, the continent’s 
largest carrier, filed for US bankruptcy protection on 
Tuesday, becoming the world’s largest carrier so far to 
seek an emergency reorganization due to the coronavirus 
pandemic. The filing highlights the financial weakness of 
Latin America’s carriers, following a similar bankruptcy 
earlier this month by the region’s No 2 airline Avianca 
Holdings. 

But unlike Avianca, which experienced management 
turmoil and losses, Chile’s LATAM posted profits for the 
last four consecutive years total-
ing more than $700 million. 
LATAM had also approved a 
dividend payment this year, in 
contrast to other carriers that 
have halted payouts. Shares in 
Latin America’s largest airline 
plunged on the New York and 
Santiago stock exchanges on 
Tuesday after LATAM filed for 
bankruptcy in the US. 

LATAM has suffered a drastic slump in business due 
to the coronavirus pandemic, which has hit travel and 
tourism all over the world. Last month the airline scaled 
back operations by 95 percent. 

One of the world’s largest airlines, LATAM said it 
would continue to fly through its bankruptcy restructur-
ing. LATAM shares sank 51 percent in Santiago, while 
ADRs remained suspended in US trading. 

Latin American governments, many under severe 
budget constraints themselves, have been reluctant to bail 
out their key airlines, in contrast to the United States and 
Europe. Most recently, Germany bailed out Lufthansa for 
a 20 percent stake. 

Chile’s  Economy  Minister Lucas Palacios said on 
Tuesday he would not rule out a bailout, although he did 
not propose one. “Lufthansa’s case is completely differ-
ent,” Palacios said. “LATAM is an international airline, its 
shares trade in the United States.” 

In a separate statement, Chile’s finance ministry said 
LATAM is a “strategic company for Chile” and that the 
government would “consider” how it could contribute to 
LATAM’s restructuring. 

In Brazil, LATAM has been negotiating a bailout of up 
to 2 billion reais ($367.45 million) 
that has yet to materialize. 
LATAM’s Brazil unit is not part 
of the bankruptcy, and the com-
pany said it might file for bank-
ruptcy there as well if the 
negotiations for aid fall through. 

Delta Air Lines last year paid 
$1.9 billion for a 20 percent stake 
in LATAM during rosier times 
for the air travel industry, be-

coming the No. 2 shareholder in the company. A plan to 
coordinate flight routes between Latin America and the 
United States remains in place, the airlines said. If any-
thing, LATAM said its bankruptcy filing would seek to 
expedite the timeline for the necessary antitrust approvals 
to do so. In the lead-up to the bankruptcy filing, LATAM 
laid off 1,800 employees out of over 40,000 in total. “This 
path represents the best option,” Chief Executive Roberto 
Alvo said in a statement regarding bankruptcy.  

LATAM is an instantly recognizable brand for South 
Americans, dominating international air travel in the re-
gion, as well as a leading domestic flight operator in Brazil, 
Colombia, Chile, Argentina, Peru and Ecuador. In addition 

to Brazil, subsidiaries in Argentina and Paraguay are also 
not part of the bankruptcy process. 

LATAM said it raised up to $900 million to support 
operations through its bankruptcy reorganization from 
major shareholders, including the Cueto family which 
controls the airline and Qatar Airways. 

In addition, LATAM has $1.3 billion in cash on hand. 
LATAM was born in 2012 through a merger between 
Chile’s LAN and Brazil’s TAM, spawning a carrier with 
large aircraft order books and major exposure to Latin 
America’s top economy as it went through its worst re-
cession on record. It has since dropped many plane 
orders but maintains 44 with Airbus and 7 with Boeing 

Co. LATAM said it would seek to cancel several of 
those orders. 

LATAM did disclose that Delta canceled the planned 
purchase of four Airbus A350s from LATAM, and paid 
$62 million to break the deal. 

LATAM said that as of Tuesday, it had $7.6 billion in 
debt, including $460 million in loans tied to its Brazilian 
subsidiary. The airline was downgraded by S&P and Fitch 
on Friday after not paying interest and principal on $1 bil-
lion worth of debt tied to new aircraft purchases. Invest-
ment bank Moelis & Co is in talks to represent 
bondholders owning around $3 billion in debt owed by 
LATAM, a source said.—Reuters 

Brazil, Argentina, Paraguay units not part of Chapter 11 filing 

SANTIAGO: In this file photo, aircraft of Latam airline sit on the tarmac at Santiago International Airport, in Santiago, 
during the new coronavirus, COVID-19, pandemic. Latin America’s biggest airline, the Brazilian-Chilean group 
LATAM, filed for bankruptcy in the US.—AFP 

PARIS: Economic activity in France is making 
a clear if cautious recovery after lockdown 
measures were relaxed earlier this month but 
the country is still heading for a roughly 20 
percent contraction this quarter, the national 
statistics agency said yesterday. 

INSEE said that the French economy was 
currently running “at roughly four-fifths of its 
pre-crisis level” compared to two-thirds during 
the lockdown period. France ordered non-es-
sential businesses closed and people to stay at 
home in mid-March, or nearly at the end of the 
first quarter, in order to slow the spread of the 
new coronavirus. 

The full impact of the measures which stifled 
economic activity will only be seen this quarter, 
which lasts through June, although the restric-
tions began to be eased on May 11. 

INSEE said it expects gross domestic prod-
uct (GDP) — the broadest measure of eco-
nomic activity in a country—to fall “around 20 
percent” this quarter. That would be “the 
severest recession since the creation of the na-
tional accounts in 1948”, said INSEE, which 
warned that the forecast should be considered 
with caution given the uncertainty about the 
pace of economic recovery in the coming 
weeks. France’s GDP fell by 5.8 percent in the 
first quarter. 

 
‘Prudent but clear’ recovery  

Nevertheless, INSEE said it had seen a 
“cautious but clear” resumption of economic 
activity after lockdown measures were eased, 
and that consumer spending was rebounding. 
“Economic activity in June could be on the 
order of 14 percent below normal (after -25 
percent on average in May and -35 percent on 
average in April),” INSEE estimated. A return 
to normal will likely take many months, it 
warned, and even if economic activity returned 
to pre-crisis levels in July, that France’s GDP 
would still drop by 8 percent during 2020 
overall. 

That is the French government’s current 
forecast. “But such a quick return to normal 
seems unlikely,” said INSEE, noting that French 
businesses also now had to deal with a slower 
global economy due to the coronavirus crisis. 
While consumer spending rebounded after 
lockdown, consumer confidence slid a bit fur-
ther from the sharp drop registered in April 
when lockdown measures were in force the en-
tire month. 

INSEE’s consumer’s confidence index fell by 
two points to stand at 93 points in May, after 
dropping by 8 points the previous month. The 
index is calculated so that 100 is the long-term 
average. 

“Households are displaying a marked pes-
simism concerning France’s economic situa-
tion,” said INSEE. On the other hand, the 
business confidence index rose slightly, to 59 
points, after having hit a revised 53 points in 
April, the lowest ever reading since INSEE 
began to calculate the index in 1980. 

“Indicators about future activity have 
stopped plunging, but the declarations about 
the outlook remain bleak,” said INSEE. — AFP

French economy  
making ‘clear’ 
recovery 

HELSINKI: When Finland locked its bor-
ders in March during the coronavirus crisis, 
tens of thousands of migrant workers from 
Estonia had an excruciating choice to make: 
stay put, or go home to see family—and risk 
losing their jobs. 

For father of two teenagers Rain Anni, 
the decision wasn’t easy but he opted to 
stay and make money, not knowing when he 
would see his family again. “Everyone I 
know made the same choice, that we’d stay 
here,” the construction site foreman told 
AFP.  For 15 years, Anni has been taking a 
two-hour ferry ride home every week to see 
his wife and kids, a break from his job in Fin-
land, where thousands like him work—often 
earning more than they could back home, 
but with limited job security. But when Fin-
land closed its borders on March 18, he 
wasn’t sure when—or if—he would be al-
lowed back in. 

“It’s always nicer to be together with my 
family but we had to make a decision,” Anni 
said. Before the crisis, an estimated 50,000 
Estonian workers like Anni commuted reg-
ularly across the Baltic Sea to jobs in Fin-
land, where average salaries are twice as 
high. Migrants from post-Soviet Estonia 
have become vital to Finland’s economy, es-
pecially in the construction sector where 

Estonian labor accounts for almost a quarter 
of the workforce. 

Going back home to see friends and 
family is a lifeline for many, said Timo Ahola, 
head of construction at the Finnish recruit-
ment agency Barona. He said that all of the 
400 Estonian workers on his books have 
journeyed home since the lockdown was 
lifted on May 14. 

“It’s had a huge impact on their wellbe-
ing, that they can at last see their families,” 
Ahola told AFP. 

 
Vulnerable position  

For many Estonian construction workers, 
the commute to Finland for work is an easy 
journey—but keeping a good job can be 
tough. “They often work in smaller compa-
nies or for agencies, so it often happens that 
they lose their jobs first,” Matti Harjuniemi, 
chair of Finland’s construction trade union, 
told AFP. 

Only about 15 percent of Estonian work-
ers returned home once coronavirus lock-
down started, a decision which was not 
always voluntary, Harjuniemi said.  

Demolitionist Marek Resev, who has 
commuted to Finland for almost two years, 
spent the two months of lockdown at home 
in Jarva-Jaani, central Estonia, after being 

laid off in March. “I got a lot done at home, 
mowed the lawn and spent lots of time with 
my partner,” he told AFP.  

“But I’ve been worrying about money 
the whole time.” 

Since the border was reopened, Resev 
has found work again in Finland, but says he 
fears the uncertainty of the coming months.  

 
Limited relief  

It was not just migrant workers hit by the 
border being shut down. Traffic on the com-
muter ferries that would normally shuffle the 
workers between Finland and Estonia 
dropped dramatically. 

Now passenger numbers are up to 

about 6,400 per day between their capitals, 
up from 1,200 during the lockdown, Com-
mander Mikko Simola of the Finnish coast-
guard told AFP.  

But it’s still a far cry from the 32,000 
travellers that used to board the ships every 
day before the outbreak.  The revival of 
commuter traffic has provided welcome, if 
limited, relief for Baltic ferry operators.  

“It’s small but it’s something nonethe-
less,” Marika Nojd of Tallink Silja, one of the 
Baltic’s largest ferry operators, said.    

“For the last few weeks we’ve only had 
lorries on board,” Nojd said, adding that 
they still only have a tenth of pre-virus pas-
senger traffic. —AFP 

Estonia workers flock 
home from Finland 

HELSINKI: Passengers arriving with the Tallink Megastar ferry (unseen) from Tallin, 
Estonia, at West Harbour terminal in Helsinki, Finland. At Helsinki harbor, stewards di-
rect a long line of cars and vans with Estonian number plates onto the Tallink Megastar 
ferry, now that a change in lockdown rules allows thousands of cross-border workers 
stuck in Finland to finally return home. —AFP 

PARIS: The energy industry is set to suffer a record 
drop in investment due to the coronavirus fallout, the 
IEA said yesterday, and while renewables are likely 
to fare better than oil, any swift economic recovery 
could create a global fuel crunch. 

In its annual report on energy investments, the 
Paris-based International Energy Agency (IEA) esti-
mated the plunge will be of the order of one-fifth 
from 2019 levels, or almost $400 billion, as firms slash 
spending amid slumping demand for energy. Shale oil 
producers that catapulted the United States to the 
world’s top crude nation stand to suffer the worst de-
cline, the IEA said. 

“All the energy sectors—oil, gas, renewables—
everything is affected but the biggest impact is on 
shale oil,” the agency’s director Fatih Birol told AFP 
in an interview. “Total oil investments we expect to 
decline one third this year whereas the shale industry 
will see a decline of about 50 percent.” 

However, spending in renewable power projects is 
expected to fall by only around 10 percent for the 
year, the report said. “Even though this ‘clean’ spend-
ing is set to dip in 2020, its share in total energy in-
vestment is set to rise,” it noted. 

But it noted “these investment levels remain far 
short of what would be required to put the world on 
a more sustainable pathway,” estimating that spend-
ing on renewable power would need to double by the 
late 2020s.  

 
Crisis to come?  

The IEA has long warned that insufficient invest-
ment may leave the industry unable to meet rising de-
mand. “There is a risk that today’s cutbacks lead to 
future market imbalances, prompting new energy 
price cycles or volatility,” it said. 

If oil investment stays at 2020 levels then supply 
in 2025 would be 9 million barrels per day less than 
had been expected, the IEA estimated, which could 
mean tight markets and higher prices if demand re-
sumes it pre-crisis rising trajectory. While some may 
see a drop in spending on oil as a positive develop-
ment, Birol warned of negative consequences. 

“We hope to see a clean energy transition, this 
should be an orderly energy transition, well designed 
so it doesn’t cause any crisis, any shock,” he said. 

“It shouldn’t be as a result of Covid, it should be 
as a result of the right energy policies.” Birol signalled 
in this regard a concerning jump in approvals for coal 
projects in Asia. 

“The findings of our reports are worrying but my 
chief concern is that the lockdown we have around 
the world may lead to a lock in of inefficient and old 
technologies, especially in the emerging world where 
there are huge debt and financing problems,” he said. 

The IEA chief called on governments to favor clean 
energy projects in their coronavirus recovery plans. 
“If the governments include the right energy policies 
in order to accelerate the clean energy transition, we 
may well see a rebound in clean energy.” — AFP
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drop in energy 
investment 

LONDON: Eurozone government bond yields edged 
down yesterday, easing off from Tuesday’s highs, as in-
vestors waited for proposals about the EU recovery fund 
which are due to be presented by the European Parliament. 
The European Commission will announce a plan to help the 
EU economy recover from its coronavirus slump with a mix 
of grants, loans and guarantees exceeding 1 trillion euros 
that raised controversy even before it was announced. 

Hopes for a co-ordinated fiscal response to the coron-
avirus crisis have been boosted since France and Germany 
made proposals for a 500-billion-euro recovery fund. Eu-
ropean Commission President Ursula von der Leyen was 
expected to present a proposal for the EU recovery fund 
to the European Parliament later. 

“The French-German proposal was a bold move that 
crosses a previous red line in Europe: joint fiscal responsi-
bility. However, four northern European states - Austria, 
Denmark, the Netherlands and Sweden - have tabled an 
alternative proposal that would only offer loans, rather than 
grants,” Marshall Gittler, Head of Investment Research at 
BDSwiss Group, wrote in a note to clients. “Given the ab-
sence of any common ground between the two plans, all 
eyes will be on the EC to see how they square the circle or 
instead come down on one side or the other – or fail to, as 
the case may be,” he wrote. The German 10-year govern-
ment bond yield, which on Tuesday hit a one-month high, 
eased slightly, last down 2 basis points at -0.442 percent. 

Italy’s 10-year government bond yield, which on Tues-
day fell to a seven-week low as risk assets rallied during as 
global risk appetite improved, was little changed, last at 
1.552 percent . 

The Italian-German 10-year yield spread held near six-
week lows at 199.30 bps. It fell below 200 bps on Tuesday 
for the first time since mid-April. On Tuesday, sources told 
Reuters that the ECB was drafting contingency plans to 
carry out its multi-trillion bond-buying program without 
the Bundesbank in case Germany’s top court forces the 
main participant in the scheme to quit. — Reuters 

Eurozone bond  
yields down;  
focus on fund 

OSLO: In this file photo, Fatih Birol, head of the Interna-
tional Energy Agency (IEA) speaks at the Autumn con-
ference of Equinor, a Norwegian multinational energy 
company, in Oslo, Norway. — AFP 


