
NEW YORK: Several electric auto startups that
raised large sums from investors in the wake of
Tesla’s ascent are hitting potholes as they pursue
next-generation vehicles. The most recent crisis
occurred at Lordstown Motors, which announced
Monday the sudden departure of two top execu-
tives after warning last week it needed more capital
to keep operating.

Company officials plan a series of events dubbed
“Lordstown Week” later this month to shore up
investor support.  But local government officials are
not sure what to make of the company, which had
discussed adding more than 2,000 jobs in a region
plagued by plant closures. “Am I confident? Not as
much as I was a week ago,” Lordstown Mayor Arno
Hill said earlier this week. “We’re waiting and seeing
what the next step is.”

There have been similar leadership shakeups in
at least two other electric auto companies that
recently went public, raising questions about the
transactions and underscoring the difficulties start-
ups face in competing in the capital-intensive
industry. “It’s definitely more challenging for a small
company,” said Jessica Caldwell, executive director
of insights at Edmunds.com, pointing to heavy
spending needed to build and maintain factories
and obtain key components.

“It does seem like Tesla is an overnight success
story, which is not really the case,” she told AFP.
“But they came in and disrupted the space amongst
automotive companies that have been around for
decades. Everyone wants to believe that the dream
could happen.”

Lordstown’s woes come in the wake of signifi-
cant electric vehicle (EV) announcements since the
November US presidential election from Ford,

General Motors and other auto giants, intensifying
competition.  

Rising costs 
Lordstown Motors was launched by Steve Burns

in November 2019 after the acquisition of a recently-
shuttered Ohio auto plant owned by GM. The compa-
ny raised $675 million following an October 2020
merger with DiamondPeak Holdings, a special pur-
pose acquisition company (SPAC) — essentially a
shell company set up to merge with an operating
business.

Lordstown Motors unveiled its flagship
“Endurance” all-electric pickup truck in June 2020
when then-vice president Mike Pence visited its Ohio
factory, nearly a year before Ford would present its
all-electric F-150 pickup. Lordstown’s share price
topped $30 in February of this year, but the compa-
ny’s fortunes began shifting in March, when short-
selling firm Hindenburg Research released a damning
report that called Lordstown a “mirage.” 

On Monday, Lordstown announced the resignation
of Burns and Chief Financial Officer Julio Rodriguez
after an investigation concluded Hindenburg’s
appraisal was “in significant respects, false and mis-
leading,” while acknowledging that some of its own
statements about vehicle pre-orders were “in certain
respects, inaccurate.” That followed Lordstown’s June
8 disclosure that it lacks sufficient capital to begin
commercial production, and warned about its ability
to keep operating. 

The company’s capital spending had swelled in
part from “stress that the COVID-19 pandemic has
put on the global automotive supply chain,” accord-
ing to a securities filing.

Lordstown shares tumbled after Monday’s leader-

ship shakeup, but rallied Tuesday after its executives
reaffirmed plans during a Detroit event to begin pro-
duction in September, pointing to “firm” orders from
clients, according to news reports. In a securities fil-
ing Thursday, Lordstown clarified some of those
remarks, saying that purchase agreements “provide
us with a significant indicator of demand” but “do not
represent binding purchase orders.”

Lordstown is hardly the only EV prospect to stum-
ble after going public through a SPAC. These types of
transactions-which allow companies to enter markets
more quickly than with a traditional initial public offer-
ing (IPO) — have soared over the last year. Usha
Rodrigues, a professor at the University of Georgia

School of Law, has described SPACs as a “Vegas
wedding IPO” because a legal loophole gives them
protection from lawsuits if their forecasts are not met-
which traditional IPOs do not enjoy. EV startups that
benefited from SPACs now appear prone to turbu-
lence. Nikola suffered its own crisis last fall when its
founder suddenly resigned following fraud allegations.
The CEO and co-founder of Canoo resigned in April,
while Lucid Motors in February delayed production of
its EV sedan days after announcing a transaction valu-
ing the company at $11.75 billion. Going public
through a SPAC may have resulted in some companies
getting funds “before they deserved it,” Karl Brauer at
Carexpert.com said. —AFP 
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Dow falls to end 
worst week 
since October 
NEW YORK: The Dow capped the
worst week since October with more
losses Friday as markets continued to
digest the latest pivot in Federal Reserve
messaging towards more restrictive mon-
etary policy. After European bourses fell
nearly two percent, the Dow dropped
more than 500 points, or 1.6 percent on
weakness in energy and financial shares.
That brought the blue-chip index’s losses
for the week to 3.4 percent, the biggest
drop in eight months.

“It is turning into a bit of a black
Friday for risk assets in what looks like a
mini taper tantrum,” said market analyst
Fawad Razaqzada at ThinkMarkets. The
reference is to a 2013 panic on markets
after the Fed indicated it would begin to
slowly reduce stimulus measures for the
economy. 

Analysts said the losses were likely
exacerbated by Friday’s expiration of key
options and futures contracts.  The Fed on
Wednesday maintained highly accom-
modative monetary policy, but the central
bank moved up the timeframe for hiking
interest rates and Fed Chair Jay Powell
said the central bank has started discus-
sions on when to taper the pace of bond
buying, now at $120 billion a month.

Expectations of Fed tightening grew
following comments on CNBC from St.
Louis Federal Reserve President James
Bullard predicting a first interest rate hike
in late 2022 and saying it makes sense for
the central bank to become “a little more
hawkish” in light of recent inflation data.

Some analysts now expect the Fed to
announce a plan to trim asset purchases
at an August central bank conference in
Jackson Hole, Wyoming. “The market
seemed to be somewhat reassured by the
Fed simultaneously raising its inflation
forecast for the year but also sticking
with its message that a spike in prices is
only transitory,” said TD Ameritrade’s JJ
Kinahan.

“Despite everything going on in the
market, there hasn’t been a general sense
of disorder.”

In other markets, the dollar contin-
ued to gain against most other major
currencies in the aftermath of the Fed
announcement.  A stronger dollar fre-
quently weighs on greenback-traded
commodi t ies , but  o i l  pr ices  rose
Friday, with analysts pointing to an
improv ing  demand out look  as  the
economy recovers. — AFP

Electric auto startups hit speed bumps 
Lordstown Motors in the throes of turmoil amid investment crisis

In this file photo The Lordstown Motors factory where GM once operated, in Lordstown, Ohio is viewed. — AFP

Newest Boeing 737 
MAX makes 
first test flight
NEW YORK: The newest version of Boeing’s 737
MAX made its first test flight over Washington
state on Friday, just months after the plane
returned to service following a worldwide ground-
ing after two fatal crashes.

Boeing said the 737 MAX 10 departed Renton,
Washington at 1707 GMT into clear skies, flew
over the central part of the state and landed about
two-and-a-half hours later in Seattle.

“The airplane performed beautifully. The profile
we flew allowed us to test the airplane’s systems,
flight controls and handling qualities, all of which
checked out exactly as we expected,” Chief Pilot
Jennifer Henderson said in a statement. The mid-
range jet initially was targeted to enter commercial
service in 2020, but the timeframe slipped during
the MAX’s 20-month grounding, and the delay
was compounded by the aviation industry down-
turn caused by COVID-19.

Boeing currently projects commercial deliveries
of the MAX 10 will commence in 2023. Between
now and that time, there will be additional test
flights, as well as back-and-forth between the
company and regulators at the US Federal Aviation
Administration. “The 737-10 is an important part
of our customers’ fleet plans, giving them more
capacity, greater fuel efficiency and the best per-
seat economics of any single-aisle airplane,” said

Stan Deal, president and CEO of Boeing
Commercial Airplanes.

The jet was first announced at the Paris Air
Show in June 2017, when company officials played
up its larger size, calling it the “industry’s most
efficient, profitable, single-aisle airplane.” The jet
was positioned as a rival to Airbus’ A321neo in the
single-aisle category. The 737 MAX 10 can carry
as many as 230 passengers, according to Boeing.
The plane maker has been gradually increasing the
seating capacity since the 737 MAX 7, which had
between 138 and 153 seats. The new plane is

longer but has less flying range than earlier ver-
sions, employing a Leap-1B engine, which is con-
structed by a joint venture of GE Aviation and
Safran Aircraft.

The MAX was grounded worldwide in March
2019 after two fatal crashes killed 346 people.  US
regulators approved the jet to resume service in
November 2020, and most other major civil avia-
tion bodies followed suit.

Since that time, Boeing has resumed new deliv-
eries of the MAX and announced new contracts
with several leading carriers. —AFP

Despite apartheid’s 
end, S Africa’s young 
grapple joblessness
SOWETO: Thirty years ago apartheid laws in
South Africa were formally struck down, bringing a
dizzying jolt of hope to millions of disenfranchised
citizens. But today that optimism has all but fizzled
out, particularly among the young. The “Born
Frees”-those who came into the world after the end
of apartheid and comprise roughly half the popula-
tion-are struggling.

Two out of three young people are jobless, vic-
tims of endemic unemployment that shows no sign
of abating under the African National Congress
(ANC) government that has been in power since the
first democratic elections in 1994.

Many say they are battling to see the benefits of
this seismic event, which came just under three
years after then president F. W. de Klerk struck
down the country’s last segregation statutes. “We
wish to do what is right for South Africa,” de Klerk
had told parliament at the time.

Disillusioned, the young in present-day South
Africa say the better life they were promised has
been clouded by despair. “I wonder what those who
have struggled and sacrificed would think,” 21-year-
old law student Tumelo Dire said outside the Hector
Pieterson memorial, which commemorates the
struggle against apartheid by students in Soweto.

Thanks to a government scholarship grant, his
university studies are catered for, but he still needs

to hustle to find money for rent. And even when he
finishes his studies, he is not guaranteed a job.

“Would they be disappointed in us?” said the
young man carrying a box of muffins, hawking them
on the street. Official statistics show that 63 percent
of those aged 15-24 are jobless in a country where
the youth makes up close to half of the population.

“Young people have seen how, since 1994, the
kind of economic policies that have been put in
place, have not only maintained privilege for those
who are formally privileged in the country, but then
has also created a new class of black privileged
elites,” Sphiwe Dube, a politics lecturer at the
University of the Witwatersrand, said.

Dube was referring to the elections in 1994 won
by the internationally revered anti-apartheid icon,
Nelson Mandela. 

‘Fight not over’ 
“Mandela, it’s just a name,” scoffed unemployed

Thabo Mogogosi, waiting by the roadside for casu-
al work a few blocks from the former house of the
country’s first black president in Soweto. “There’s
nothing I am benefiting from his fight for freedom,”
said the young man who scrapes by with small odd
jobs. On Wednesday, President Cyril Ramaphosa
outlined a raft of plans to tackle joblessness among
the young, including support in finding employment
and training, as he marked the Soweto student
uprising of 1976. These saw thousands of black stu-
dents march to protest against a government order
that schools could only teach in Afrikaans, the lan-
guage of the ruling white elite. Several were killed
or wounded, sparking a revolt that would culminate
in the end of apartheid.

But Muzi Khoza, head of the youth wing of the

leftist radical Economic Freedom Fighters (EFF)
party, is not convinced.  For “young people there is
absolutely nothing to celebrate, because we need
jobs-there are no jobs in South Africa,” said the 26-
year-old at a youth day rally in Centurion, north of
Johannesburg. One of the surviving leaders of the
1976 Soweto high school revolt, Seth Mazibuko, 64,
said “the fight is not over.”

“There are people who are still in poverty and
see the politicians getting fatter and fatter while
they are still getting thinner,” he said. — AFP

SOWETO: Seth Mazibuko gesturing while standing
along a line that points to where Hector Pieterson was
shot down in the street during the June 16, 1976 stu-
dent uprising. —AFP

The largest airplane in the 737 MAX family, taking off for his successful first flight from Renton Field,
Washington Friday. — AFP


