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Credit Suisse eyes cooperation with insurers
REUTERS, Zurich

Credit Suisse is looking to expand 
cooperation with insurers, 
Chairman Urs Rohner told a Sunday 
newspaper, adding the search for his 
successor at Switzerland’s second-
biggest bank was well under way.

“In the retail business in 
particular, there will be more 
partnerships with us. There are 
good examples abroad of how 

insurance and banking services 
can be merged, such as Ping An in 
China,” SonntagsZeitung quoted 
him as saying in an interview.

“Working with third parties is 
interesting, but we always have to be 
careful to protect the strength of our 
brand. This is particularly important 
for very wealthy customers.”

He said cooperation projects 
may cover insurance, credit cards or 
events, which could help improve 

access to younger retail clients.
Rohner, whose term ends next 

year, said the bank’s succession 
planning continued. “I am 
confident that we will find a good 
solution in a timely way,” he said, 
adding the candidate’s name would 
be announced as soon as a decision 
was made.

Rohner said the government and 
private sector should be planning 
now how to help companies 

while the coronavirus pandemic 
continues, noting emergency Swiss 
state-backed loans that provided 
quick liquidity would not suffice.

“It would be wrong to believe 
that the aid we have decided so 
far has let us already master the 
economic consequences of the 
crisis. I suggest we start thinking 
now about how we can give the 
economy new impetus. The crisis 
will preoccupy us all of next year.”

China’s once-booming mask 
makers struggle after price drop

AFP, Beijing

Tens of thousands of mask-making companies 
mushroomed across China at the start of the 
coronavirus pandemic, but many are struggling 
to survive as they face stricter quality control 
measures and falling domestic demand.

China launched a huge effort to produce 
protective gear to meet shortages during the 
outbreak, which first emerged in the country late 
last year before spreading across the globe.

More than 73,000 companies registered 
as mask makers in the first half of the year -- 
including over 36,000 new companies in April 
alone -- as prices and demand soared.

But the influx of new companies led to a 
“dilution in quality and a surge in scams”, 
according to China-based researchers at Daxue 
Consulting, as firms from carmakers to diaper 
producers converted production lines to make 
masks. Now the outbreak is largely under control 
in mainland China, domestic mask demand has 
dropped dramatically, pushing prices down. 

“Our orders have been slashed five or sixfold 
since April,” said Yang Hao, a sales director 
at CCST, a company in the southern city of 
Shenzhen that makes air purifiers but added 
masks to its repertoire. 

“We do not need to produce masks days and 
nights every day now. “Some of the companies 
that piled into the industry are now backing out.

China Labour Bulletin, which tracks worker 
unrest in the mainland, said there had been 
a number of protests in recent months due 
to some mask factories closing abruptly and 
leaving staff unpaid.

Companies contacted by AFP said orders had 
dropped significantly and some said they were 
refocusing their business. 

“Our company has several business lines, we 
stepped up the production of masks when the 
pandemic hard-hit China, but we will shift back 
to our other productions in the future,” said 
one sales director surnamed Xu at a company 

that makes medical products in northern Hebei 
province.

Xu said the company now sells each mask 
for 0.4 yuan (about six US cents) -- a quarter of 
the price they sold for at the height of China’s 
domestic outbreak earlier this year.

After international complaints about low 
grade products, Chinese authorities now 
demand a certificate of quality for those looking 
to export masks, which has also hit some of the 
smaller producers. Between March and May, 
China exported more than 50 billion face masks 
-- a tenfold increase for total production last 
year, according to analysts.

The government used mask donations as a 
propaganda tool described by analysts as “mask 
diplomacy” to deflect blame for the virus.

However, global friction has also had an 
impact on the ease of business.

Exports to the United States are done via a 

third country due to soaring diplomatic tensions 
between Washington and Beijing, CCST’s Yang 
said. 

But China is set to remain the world’s top 
mask provider, according to analysts, with the 
big companies ramping up production as the 
virus continues its global march.

US producer 3M said last month it was on 
track to produce two billion N95 masks in 2020, 
effectively doubling production rates. 

“There will still be a demand from the US 
and a lot of other countries in the rest of Asia 
and the EU that are unable to sustain their own 
mask supply,” said Wilfred Yuen, an analyst at 
BOCI bank in Hong Kong, adding that more 
sub-quality mask makers will continue to be 
whittled out of the market. 

“As demand for masks gradually slows or supply 
of better-quality masks increases, those inferior 
suppliers will struggle to stay in the market.

AFP

Domestic mask demand has dropped dramatically in China. 

Saudi Aramco profits dive 73pc 
as virus batters oil demand
AFP, Riyadh

Energy giant Saudi Aramco said on Sunday 
its second-quarter profits plunged a massive 
73 percent due to sharply lower oil prices 
as the coronavirus crisis undercuts global 
demand.

The behemoth, recently dethroned by 
Apple as the world’s most valuable listed 
company, posted a net profit of $6.6 billion 
for the three months to June 30 compared 
to $24.7 billion for the same period of 
2019.

The results are in line with analysts’ 
expectations but stand in contrast to the 
losses reported by its rival energy giants, 
which are reeling from a drop in oil demand 
since the start of the novel coronavirus 
pandemic. 

“Strong headwinds from reduced 
demand and lower oil prices are reflected in 
our second quarter results,” Aramco’s chief 
executive Amin Nasser said in a statement. 

“Yet we delivered solid earnings because 
of our low production costs, unique scale, 
agile workforce and unrivalled financial 
and operational strength. 

“Aramco’s net profit for the first half of 
the year also slumped by 50.5 percent to 
$23.2 billion, compared to $46.9 billion in 
the same period last year.

The results underscore a downbeat oil 
market as pandemic-driven economic 
shutdowns crush the global demand for 
crude.

Five other leading oil firms -- BP, 
Chevron, ExxonMobil, Royal Dutch Shell 
and Total -- recently reported combined 
losses of $53 billion for the second quarter.

By contrast, Aramco’s results reflected 
its “financial resilience”, Nasser said, as the 
company presses ahead with a plan to pay 
$75 billion in dividends this year.

Nasser also voiced optimism over what 
he called a “partial recovery in the energy 

market” amid an easing of virus restrictions 
in some countries.

But amid low crude prices, Aramco 
is looking at cutting its 2021 budget by 
between eight and 10 percent from this 
year’s already reduced levels, the Energy 
Intelligence group reported last month.

Aramco has said it expects capital 
expenditure to be at the “lower end of the 
$25 billion to $30 billion range” this year.

That is significantly lower than its 
expenditure of $32.8 billion in 2019, 
according to Energy Intelligence. “Cutbacks 
have already caused Aramco to delay plans 
to expand production from its offshore 
fields,” Energy Intelligence said in a report. 

“The offshore program was a core 
element of a push to raise the company’s 
oil production capacity. “The company has 
also slashed hundreds of jobs as it seeks to 
reduce costs, Bloomberg News reported in 
June.

Saudi Arabia, the world’s biggest crude 
oil exporter, has been hit hard by the 
double whammy of low prices and sharp 
cuts in production.

A sharp drop in oil income is expected 
to hinder Crown Prince Mohammed bin 
Salman’s ambitious plans to overhaul the 
kingdom’s energy-reliant economy.

Oil prices dropped to a two-decade low 
below $20 a barrel in April and May as the 
coronavirus dampened demand, before 
recovering to around $44 a barrel after the 
OPEC+ producers agreed to record output 
cuts.

Following the move, Saudi oil 
production dropped to 7.5 million barrels 
per day in June, compared to last year’s 
average of 10 million bpd.

Aramco’s profits were also impacted 
by the losses posted by the Saudi Basic 
Industries Co. (SABIC), the petrochemicals 
giant it acquired for $69 billion in a deal 
completed this year.

Oil giants’ production cuts come to 1m 
bpd as they post massive writedowns
REUTERS

The world’s five largest oil companies 
collectively cut the value of their assets 
by nearly $50 billion in the second 
quarter, and slashed production rates 
as the coronavirus pandemic caused a 
drastic fall in fuel prices and demand.

The dramatic reductions in asset 
valuations and decline in output show 
the depth of the pain in the second 
quarter. Fuel demand at one point was 
down by more than 30% worldwide, 
and still remains below pre-pandemic 
levels.

Several executives said they took 
massive writedowns because they 
expect demand to remain impaired 
for several more quarters as people 
travel less and use less fuel due to the 
ongoing global pandemic that has 

killed more than 700,000 people.
Of those five companies, only 

Exxon Mobil did not book sizeable 
impairments. But an ongoing re-
evaluation of its plans could lead to 
a “significant portion” of its assets 
being impaired, it reported, and signal 
the elimination of 20% or 4.4 billion 
barrels of its oil and gas reserves.

By contrast, BP took a $17 billion hit. 
It said it plans to re-centre its spending 
in coming years around renewables and 
less on oil and natural gas.

Weak demand means oil producers 
must revisit business plans, said Lee 
Maginniss, managing director at 
consultants Alarez & Marsal. He said 
the goal should be to pump only what 
generates cash in excess of overhead 
costs.

“It’s low-cost production mode 

through the end of 2021 for sure, 
and to 2022 to the extent there 
are new development plans being 
contemplated,” Maginniss said.

London-based BP has previously 
said it plans to cut its overall output 
by roughly 1 million barrels of oil 
equivalent (boepd) by the end of 2030 
from its current 3.6 million boepd.

Of the five, Exxon is the largest 
producer, with daily output of 3.64 
million boepd, but its production 
dropped 408,000 boepd between 
the first and second quarters. The five 
majors, which include Chevron Corp, 
Royal Dutch Shell and Total SA, also 
cut capital expenditures by a combined 
$25 billion between the quarters.

Crude output worldwide dropped 
sharply after the market crashed in 
April. 


