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US airlines confront cheap oil's
flip side: costly hedges

REUTERS, New York

Some major US airlines including Delta
and Southwest are rushing to finance los-
ing bets on oil and revamp fuel hedges as
tumbling crude prices leave them with
billions of dollars in losses, according to
people familiar with the hedging schemes.

In theory, airlines are among the top
beneficiaries of a six-month slump that
halved crude prices to five-year lows. Qil is
the biggest variable cost for airlines, often
representing a third or more of their total
operating expenses.

But now, carriers such as Delta Air Lines
and even Southwest Airlines, known for a
successful hedging program that locked in
cheap fuel prices before they rose a decade
ago, see some of the benefits of cheap fuel
eaten away by hedging costs.

That is largely because they have used
common but risky hedging strategies, among
them a "costless collar": selling financial
options that pay off when oil prices fall and
using the proceeds to buy protection against
soaring costs when prices climb, according to
three people familiar with the programs.

The two carriers have been moving
quickly to strategize how to meet demands
from brokers and banks for additional
collateral to cover potential losses from a
strategy that made perfect sense just six
months ago, those people said. The airlines
have also held a series of meetings that
included airline executives, brokers and
consultants, according to the people, who
declined to be named because of the sensi-
tive nature of the discussions.
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Delta Airlines planes wait on the tarmac at Hartsfield-Jackson International Airport

in Atlanta, Georgia.

With oil prices tumbling faster and
further than anyone had anticipated, the
collar hedges left the airlines with insur-
ance against high costs they no longer need
and on the hook for protection they sold
against a further slide, with potential liabil-
ities on the rise.

Southwest spokesman Chris Mainz said
the meetings were part of a routine, although
a rapidly changing market called for close
attention. "We continue to benefit from
declining fuel prices," Mainz said in an
email. "Obviously we're going to move faster
when the price drops in the 40 percent range.
(Our fuel team) have been very busy actively
managing our portfolio to respond to the
changes we are seeing in the market.”

Delta spokesman Trebor Banstetter said

the Atlanta-based carrier was not surprised
by the slide, having been prepared to meet
its financial obligations if needed.

Southwest, Delta and other carriers that
sources declined to name, will benefit from
the drop in oil prices because they hedge
only a portion of the fuel they buy.
Southwest, for example, expects to cover
only 20 percent of its fuel consumption
with hedge contracts this quarter.

Delta expects a $1.7 billion gain from
lower fuel prices in 2015, despite $1.2
billion in estimated hedge losses. Yet rival
American Airlines, which has not entered
any hedge contracts since late 2013, are set
to see a greater boost to their bottom lines.

Industry consultants say hedged airlines
have a few choices to deal with the price

slide, including selling forward positions
on crude oil or jet fuel, changing the prices
at which they hedge or selling assets, such
as planes. What airlines exactly plan to do
remains unclear, people familiar with the
discussions said.

A lack of disclosure requirements makes
it almost impossible to tell how or when
airlines have hedged, and none would
discuss details of their strategies.

Collar transactions looked well suited to
the market when prices hovered around
$100 per barrel for most of the past four
years, allowing airlines to cap their fuel
costs at little or no cost, analysts said.

"(Costless) collars are an effective strat-
egy that works best when prices stay within
a range,” said John Saucer, vice president of
research and analysis, at Mobius Risk
Group. "But it becomes a very different
animal when the market goes against that."

In their October quarterly filings,
Southwest and Delta said they used a mix
of options and fixed-price swaps.

Southwest also explained that collar
trades "carry more risk than purchased call
options" because of possibly greater liabil-
ity when the contracts expire.

The world's biggest low-cost carrier said
that a 25 percent decline of crude prices
from Sept. 30 would probably force it to
pay $615 million in cash collateral, aircraft
collateral and letters of credit.

Delta said it would pay $800 million to
counterparties if oil fell 20 percent between
Oct. 1, 2014 and Dec. 31, 2015. Brent LCOc1
already has tumbled 36 percent since then to
trade at about $60 a barrel on Monday:.
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China’s shadow banking
adapts and grows
as rules tighten

REUTERS, Beijing

New players in China's shadow banking sector are grow-
ing rapidly despite attempts to clamp down on opaque
lending, taking advantage of a regulatory anomaly to
prosper but also raising the risks of a build-up of debt in
the slowing economy.

Authorities have sought to rein in the riskiest elements
of less-regulated lending after a series of defaults, includ-
ing a 4 billion yuan ($640 million) credit product
backed by Evergrowing Bank in September, because of
the danger such debts could pose to the health of the
world's second-largest economy.

And a government measure created in 2011 to capture
shadow banking, total social financing (TSF), shows some
success, with shadow banking contracting in the second
half of 2014 to roughly 21.9 trillion yuan ($3.5 trillion),
according to a Reuters' analysis of central bank data.

But that fails to capture as much as 16 trillion yuan
($2.6 trillion) of financing mostly created in the past two
years by firms overseen by the China Securities
Regulatory Commission (CSRC) rather than the banking
regulator, according to a Reuters calculation based on
third-party statistics.

When including that financing, shadow banking is
roughly equivalent to more than 45 percent of loans in
the conventional banking system.

"We can observe this, but we don't have concrete sta-
tistics, so we're unclear on the scope," said Zeng Gang,
director of the banking department at the Chinese
Academy of Social Sciences, a think tank that advises the
central government. Shadow banking is therefore harder
to regulate, he said. Indeed, the State Council called on
the central bank last December to develop new statistics
to measure shadow banking.

In shadow banking's new incarnation, brokerages and
fund management companies can pool retail investor
funds or invest funds already gathered by a bank, acting
as an intermediary rather than the actual investor.

Arab Opec sources see
oil back above $70

REUTERS, Abu Dhabi

Arab Opec producers expect global oil
prices to rebound to between $70 and $80
a barrel by the end of next year as a global
economic recovery revives demand, Opec
delegates said this week in the first indica-
tion of where the group expects oil mar-
kets to stabilise in the medium term.

The delegates, some of which are
from core Gulf Opec producing coun-
tries, said they may not see - and some
may not even welcome now - a return to
$100 any time soon. Once deemed a
“fair” price by many major producers,
$100 a barrel crude is encouraging too
much new production from high cost
producers outside the exporting group,
some sources say.

But they believe that once the break-
neck growth of high cost producers such as
US shale patch slows and lower prices
begin to stimulate demand, oil prices
could begin finding a new equilibrium by
the end of 2015 - even in the absence of
any production cuts by Opec, something
that has been repeatedly ruled out.

"The general thinking is that prices can't
collapse, prices can touch $60 or a bit
lower for some months then come back to
an acceptable level which is $80 a barrel,
but probably after eight months to a year,”
one Gulf oil source told Reuters.

A separate Gulf Opec source said: "We
have to wait and see. We don't see 100
dollars for next year, unless there is a sud-
den supply disruption. But average of 70-
80 dollars for next year — yes.”

The comments are among the first to
indicate how big producers see oil markets
playing out next year, after the current
slump that has almost halved prices since
June. Global benchmark Brent closed at
around $60 a barrel on Monday.

Their internal view on the market out-
look will provide welcome insight to oil
company executives, analysts and traders,
who were caught out by what was seen by

some as a shift in Saudi policy two months
ago and have struggled since then to
understand how and when the market will
find its feet.

For the past several months, Saudi
officials have been making clear that the
Kingdom's oft-repeated mantra that $100
a barrel crude is a "fair” price for crude had
been set aside, at least for the foreseeable
future. At the weekend, Saudi Oil Minister
Ali al-Naimi was blunt when asked if the
world would ever again see triple-digit oil
prices: “We may not.”

Saudi Arabia, the world's biggest
exporter — and its close Gulf allies within
the Organisation of the Petroleum
Exporting Countries (Opec) - say it's time
for others, whether that is countries like
major exporter Russia or US shale drillers,
to slow down; Opec can no longer slash
output, ceding market share, to spare them
a downturn.

As Naimi told the Middle East
Economic Survey (MEES) in an interview
this weekend: “It is not in the interest of
Opec producers to cut their production,
whatever the priceis.”

Without Opec to defend prices, oil
entered a free-fall, but most of Opec's
members are holding fast.

At this point, intervening in the market
would simply invite new rivals to carry on
pumping crude, eroding Opec's market
share without any guarantee of a sustained
price recovery, another Arab oil source told
Reuters on the sidelines of a meeting in
Abu Dhabi of the Organisation of the Arab
Petroleum Exporting Countries (OAPEC).

"Every time prices fall, we would be
asked to cut,” the source said.

The second Gulf Opec source reiterated
that Opec would not cut alone, Non- Opec
producers such as Russia, Mexico,
Kazakhstan and "anyone producing more
than one million barrels per day" should
also cut or at least freeze their output if
they wanted a stable market and better
prices, the Gulf Opec source said.

Air China buys
60 Boeing
aircraft for $6b

BBC NEWS

China's national airline,
Air China, is to buy 60
Boeing 737 aircraft in a
deal worth more than
$6bn (£3.8bn) at list
prices.

The aircraft will be
delivered between 2016
and 2020, according to a
regulatory filing by the
airline,

The deal includes

Boeing's "next genera-
tion" 737 and 737 MAX

Apple Inc has pushed out its first-ever
automated security update to Macintosh
computers to help defend against newly
identified bugs that security researchers
have warned could enable hackers to gain
remote control of machines.

The company pushed out the soft-
ware on Monday to fix critical security
vulnerabilities in a component of its
OS X operating system called the net-
work time protocol, or NTF, according
to Apple spokesman Bill Evans.NTP is

Apple pushes first ever automated
security update to Mac users

REUTERS, Boston

used for synchronizing clocks on com-
puter systems.

The bugs were made public in security
bulletins on Friday by the Department of
Homeland Security and the Carnegie
Mellon University Software Engineering
Institute. Carnegie Mellon identified
dozens of technology companies, includ-
ing Apple, whose products might be
vulnerable. When Apple has released
previous security patches, it has done
so through its regular software update
system, which typically requires user
intervention.

The company decided to deliver the
NTP bug fixes with its technology for
automatically pushing out security
updates, which Apple introduced two
years ago but had never previously used,
because it wanted to protect customers
as quickly as possible due to the severity
of the vulnerabilities, Evans said.

"The update is seamless,” he said.
"It doesn't even require a restart.”

Apple does not know of any cases
where vulnerable Mac computers were
targeted by hackers looking to exploit
the bugs, he added.

aircraft, known for their

fuel efficiency.

In September, the
world's biggest aircraft
maker delivered the first
of its seven 747-8 aircraft

ASHUGANJ POWER STATION COMPANY LTD.
(An Enterprise of Bangladesh Power Development Board)

Ashuganj, Brahmanbaria-3402, Bangladesh

to Air China.

"We are excited to see
that the 737 family will
play a significant role in
Air China's continued
success,” said Thssane
Mounir, Boeing's

APSCL/MD/HRM-2(Recruitment)/2014/3 141

Ashuganj Power Station Company Ltd (APSCL) is looking for energetic and promising persons for immediate appointment to
the following posts and invites applications in the prescribed form to be downloaded from APSCL website from Bangladeshi
nationals who are interested to serve company and ready to accept the challenging job:

Date:22/12/2014
CAREER OPPORTUNITY

Northeast Asia vice Positions:
president of sales and SL. | Name. No. of Post &
marketing in a state- No. Init;al Basic Pay Qualification, Experience & Age
mefnt. e il a. Candidates should have Master Degree/ 4 years Honors Degree in any discipline. Having
P Sy s PGDHRM or MBA (HRM) will get added advantage.
4 b. At least 04(four) years of service experience in the field of Human Resources
;D wptiua Sie Em%d mf]'{m Deputy Manager Management/Administration in any government/semi-government/ reputed
_mﬁumztg P a?i mhc ’:‘3 L (HRM) multinational/private company as Class-1 Officer.
LT ODL 0r 008 01( One) Post ¢. Have ical working experience in recruitment, compensation & benefit, grievance

sales of its A330 jetliner

in the world's fastest

growing aviation market.
Boeing, meanwhile,

Basic Pay Tk. 40,000/-

handling and other HR related activities and sound knowledge on Company Law and Labor
Law. Experience on Power Station/Power Sector will get added advantage.

d. Age Limit: Upto 35 years as on 01-01-2015.

said in September that
China would need more
than 6,000 aircraft in the
next 20 years as the
leisure travel market 9.
booms in the world’s
second largest economy.

JeicL

ESSENTIAL DRUGS COMPANY LIMITED

395-397, Tejgaon Industrial Area

Dhaka-1208

Deputy Manager
(Finance)
01( One) Post
Basic Pay Tk. 40,000/~

a. Candidates should have Master Degree (Accounting/Finance) / 4 years Honors Degree in
Accounting/Finance, Having CA/CMA/ACCA/CFA and other related professional degree
will get added advantage.

b. At least 04(four) years of service experience in the field of Accounts & Finanace in any

government/semi-government/ reputed multinational/private company as Class-1 Officer.
Working experience in large Power Station/Power Sector will get added advantage.

¢. Well conversant with practical knowledge in Financial Laws, Tax Laws, Procurement
related Laws, Companies Act, Industrial & Labour Laws to work independently.

d. Age Limit: Upto 35 years as on 01-01-2015.

[ Appointment of C&F Agents

Benefits:

e Remuneration/fringe benefits for every post include Basic Pay, 30% Power Station Allowance, Residential Accommodation
at site or House Rent Allowance as per company rules, Two Festival Bonuses, Medical Allowance, Children Education
Allowance, CPF, Gratuity, Mobile phone facility and other Fringe Benefits as per Company’s Rules.

o The appointment will be made initially for 01 (one) year on probation and to be confirmed for 05(five) years on contract
basis (renewable) upon satisfactory performance in the probation period. The retirement age is 60 (sixty) years.

¢ Candidates should download the prescribed applicaiton form from www.apscl.com website and complete the form as per
instruction. Candidate should take the printout the complete form and attach necessary document & photograph.
Handwritten/Incomplete application/other than prescribed form will not be accepted. Seperate CV is not required.

Below GPA/CGPA 2.50 or third class/division in any education level will not be considered.

Knowledge & experience in computer usage (MS Word, MS Excel etc.) and fluency in English and Bangla is required.
Persons working in Government, semi-government or autonomous organization should apply through proper channel.

The post applied for must be marked on the top of the envelope.

An envelope with Tk. 06 (six) valued postage stamp and mailing address of candidate should be attached with the
application.
APSCL management reserves the right to cancel any or all applications without assigning any reasons whatsoever.

Sealed tenders are hereby invited by EDCL for appointment of C&F and Carrying Agents according to tender Conditions:
schedule of Dhaka Airport as mentioned below :-
S.L.| Tender No. Date Name of the item Earnest money | Cost of tender | Last date & Date & time
No. schedule time of closing | of opening
01.| EDCL/PURCHASE/ | Appointment of C&F Agent (as | Tk. 2,00,000.00 | Tk. 1,000.00 28/01/2015 28/01/2015 =
C&F /1T /2014 /149 | per tender schedule) for Dhaka | (twe lac) only {C*Iilﬂ thousand) | at 03.00 pm at 03.15 pm ’
Airport with carrying of goods to | refundable / onty ®
dated 22/12/2014 | EDCL's Dhaka, Bogra, Khulna | adjustable with | non-refundable .
Plants & Madhopur Plant. SD z
Tender schedule will be sold from the Accounts Department of Essential Drugs Company Limited, Dhaka on
payment as stated above during office hours on all working days (except Friday, Saturday and Govt. Holidays). -
No tender schedule will be sold on the opening date of the tender. A

The tender will be accompanied by an amount of Earnest Money as mentioned above in the form of
Bank Draft / Pay Order / Bank Guarantee from any Schedule Bank of Bangladesh in favour of
"Essential Drugs Co. Ltd." without which the tender will be considered as non-responsive.

EDCL authority reserves the right to accept or reject any or all the tenders without assigning any reason whatsoever.

Application along with a pay order/ Bank draft of Tk. 200/- payable to *“Ashuganj Power Station Company Ltd.” must be
reached on or before 15-01-2015 to the below address:

N.B: This Information is also available at our Website : www.edcl.gov.bd e

Manager (HRM)
Ashuganj Power Station Company Ltd.
Ashuganj, Brahmanbaria-3402.

Dy. General Manager
Planning & Procurement
For : Managing Director.




