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LONDON: British airline EasyJet yesterday announced
it had rejected a takeover approach, reportedly from
rival Wizz Air, and revealed a $2.0-billion lifeline as the
battered aviation sector looks to recover. No-frills car-
rier EasyJet said in a statement that the bid had under-
valued the group, adding that the suitor was no longer
considering an offer and that the airline would now sell
new shares to raise around £1.2 billion ($1.6 billion, 1.4
billion euros). Bloomberg reported that the bidder had
been Hungarian budget airline Wizz Air. EasyJet mean-
while added that it had secured a new credit facility to-
talling $400 million.

The coronavirus crisis and travel restrictions have
rocked airlines worldwide. Also yesterday, Japan Airlines
said it plans to raise about $2.7 billion as it weathers the
continuing impact of the pandemic on its finances. In
London, EasyJet noted that its “board recently received
an unsolicited preliminary takeover approach. “This was
carefully evaluated and then unanimously rejected. The
potential bidder has since confirmed that it is no longer
considering an offer for the company.”

EasyJet said the “highly conditional all-share” pro-
posal “fundamentally undervalued the company”. The
rights issues would “facilitate and accelerate the
group’s recovery from the impact of the COVID-19
pandemic”, it added. Chief executive Johan Lundgren
said the financing boost would also position EasyJet for

growth, allowing it to take advantage of investment op-
portunities “as the European aviation industry emerges
from the pandemic”.

Shares dive 
Traders rushed to offload EasyJet shares yesterday’s

announcements. “EasyJet shares tumbled 10 percent
after announcing a £1.2-billion rights issue and disclos-
ing that it had turned down an unsolicited takeover
offer,” noted Neil Wilson, chief market analyst at Mar-
kets.com. The airline’s need for fresh capital is “a sign
of the ongoing trouble in the sector”, he added. In the
group’s final fiscal quarter, or three months to the end
of September, EasyJet expects to fly just over half of
the capacity seen two years earlier before the pan-
demic erupted.

Mirroring rivals, the carrier last year slashed costs
and flights as the deadly pandemic ravaged global avi-
ation industry. The coronavirus outbreak grounded
planes worldwide, resulting in massive losses across the
aviation sector. The industry has since been boosted by
partial lifting of international travel restrictions - with
full reopenings held back by the emergence of the fast-
spreading Delta variant. Japan’s borders for example
remain closed to tourists and domestic travel has been
stifled by successive waves of infections and resulting
virus states of emergency. — AFP 

EasyJet rejects takeover 
bid, plots $2.0 bn lifeline

Battered aviation sector looks to recover

SCHONEFELD: In this file photo, EasyJet airplanes are parked on the tarmac during the of-
ficial opening of Berlin’s airport ‘Berlin Brandenburg Airport Willy Brandt’, in Schoenefeld,
southeast of Berlin.— AFP 

Inflation, fleeting 
nuisance or real 
danger?
PARIS: Tame for years, inflation abruptly re-
turned in 2021 as the world recovers from the
COVID-19 pandemic, complicating the work
of central bankers steering their countries out
of the economic crisis. The question for poli-
cymakers is whether higher inflation is here to
stay or not. If they believe it is, the traditional
playbook calls for interest rate hikes that
would slow if not halt the recovery.

The data
Inflation has been increasing for months.

In the OECD, which groups together most in-
dustrialized nations, 12-month inflation hit 4.2
percent in July. Excluding volatile items like
food and energy, it still stood at 3.1 percent.
In the United States, inflation hit a near 40-
year high in the second quarter. In the euro-
zone, it is running at a 10-year high. In both it
is running higher than the roughly two per-
cent rate that the US Federal Reserve or Eu-
ropean Central Bank would normally tolerate.
Elsewhere, inflation is running at 4.6 percent
in July, 5.6 percent in India and just shy of 9.0
percent in Brazil.

Why are prices rising? 
Economies tumbled in 2020 due to

COVID-19 restrictions, but now are rebound-
ing, with demand by consumers and busi-
nesses outstripping supplies. That prompted
an increase in prices for raw materials, includ-
ing oil, wood and copper. Shortages have also
hit the high-tech sector, with the semiconduc-
tors that power devices from smartphones to
cars being in short supply, leading prices to
rise on many of these products as well. Cargo
shipping has become congested and contain-
ers are in short supply, leading to higher
prices to get goods to market. The Freightos
Baltic Index, which measures maritime ship-
ping costs between China and the US West
coast, has more than quintupled. The UN
Food and Agricultural Organization’s Food
Price Index, which monitors food prices glob-
ally, has neared its record set in 2011.

Transitory? 
“Transitory” is the favorite word on the

tongues of central bankers who have been ar-
guing that the surge in prices is only a tem-
porary phenomenon due to short-lived
economic conditions arising from the pan-
demic. “People will start to think it isn’t tran-
sitory if clear second-round effects appear,
such as a durable acceleration in wage in-
creases and a generalization of price in-
creases,” said Gille Moec, chief economist of
insurer Axa in London. He said US inflation
excluding energy and food costs is essentially
due to the shortage of semiconductors which
is hitting automobile and home electronics
sectors, as well as the travel sector. “I don’t

think that price rebounds in travel categories
or temporary supply shortages or supply
chain disruptions tell us a huge amount be-
yond this year,” said strategist David Mericle
at Goldman Sachs Research.

Furthermore, part of inflation in 2021 is just
an automatic consequence of the price falls
experienced last year, either directly from a
drop in demand during the pandemic or the
temporary cuts in VAT or sales taxes adopted
in many countries such as Germany to sup-
port economic activity. Nevertheless, there is
some uncertainty. “The supply shortages
turned out to be more long-lasting than most
central bankers wanted to make us believe,”
said Markus Brunnermeier, professor of eco-
nomics at Princeton University.

Why so important?
The surge in inflation is important for cen-

tral bankers as most are mandated to keep it
low to protect their economies from galloping
prices which erode purchasing power. If it is
no longer seen as temporary, central bankers
will likely withdraw economic stimulus and
raise interest rates. Some countries such as
Mexico, Brazil and Russia have already begun
to raise rates to try to get a handle on inflation.
But a quick withdrawal of stimulus support
and interest rate hikes from the US Fed is the
biggest threat, as even its prospect could roil
the markets as it did in 2013 and raise bor-
rowing costs for many developing countries.
Such moves could snuff out the global eco-
nomic recovery. — AFP 

JAL to raise $2.7 billion
to boost finances 
TOKYO: Japan Airlines said yesterday it plans to raise
some 300 billion yen ($2.7 billion) in funds as its works
to weather the continuing impact of the pandemic on
its finances. The funds will be raised through financing
measures, including subordinated loans and bonds, the
company said in a statement, adding more details would
be announced on Friday. “It’s not an urgent or imminent
measure,” a company spokesman said. “It’s a pre-emp-
tive measure to solidify our financial base,” he said.

The move comes after the airline company raised
some 180 billion yen in a new share sale late last year.
Japan Airlines logged a net loss of 286.7 billion yen for
the year through March-its first full-year result in the
red since it relisted on the Tokyo Stock Exchange in
2012. But JAL trimmed losses by nearly half in the April-
June period thanks to cost-cutting efforts. JAL has con-
cluded that it needs an additional cash buffer as the
pandemic has lasted longer than expected, the Nikkei
daily said.

Airline industries have been among the sectors hit
hardest by the pandemic with demand stagnant at home
and overseas. Japan’s borders are currently closed to
tourists and domestic travel has been stifled by succes-
sive waves of infections and resulting virus states of
emergency. Later, the government is set to extend the
virus state of emergency for Tokyo and other areas until
September 30. JAL shares closed down 1.61 percent to
2,432 yen following the company’s statement.—AFP 


