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Asian airlines hedge more fuel to
lock in savings from oil price fall

REUTERS, Singapore

Asian airlines are prepar-
ing to hedge more jet fuel
in a bid to lock in profits,
betting that a recent slide
in crude prices to five-
month lows will taper off
near $50 a barrel.

Hedging activity is
picking up after a lull in
the first six months when
a 50 percent jump in
Brent, from a six-year low
of $45.19 in January,
made such purchases
unattractive.

An $11 drop in July to
below $53 on global glut
worries has revived hedg-
ing interest, traders said.

"Some airlines are

popping in and hedging
bits and pieces daily at a
Brent price of $55 and
down to $50," said a
trader with a bank that
handles hedging for many
Asian airlines.

"Most airlines think oil
prices are cheap and have
hit their (bottom)," he
added, declining to be
named due to rules on
talking to media.

Indonesia's PT Garuda
Indonesia Tbk, which has
hedged 45 percent of its
2015 jet fuel needs, is now
looking to raise that to at
least 50 percent, versus 10
percent in 2014,

Garuda’s hedging strat-
egy, together with cost cuts,

Japan Airlines passenger jets are taxing at Haneda International Airport in Tokyo.

helped it swing to a first-
half net profit this year.

Air New Zealand too
has raised its hedging
ratio, to 57 percent for the
fourth quarter from 10
percent a year ago.

South Korea's Asiana
Airlines, which had
stopped hedging at the end
of 2014 to escape oil mar-
ket volatility, has increased
its third-quarter jet fuel
hedge ratio slightly versus
the previous two quarters.

Jet fuel accounts for
anywhere between 20 and
50 percent of an airline's
operating costs. Low oil
prices have driven global
airlines to forecast 2015
industry profits of $29.3

billion, almost double
from last year.

Certain airlines, how-
ever, are cautious about
hedging after a bitter expe-
rience in 2008, when
carriers scrambled to lock
in fuel costs as crude
surged above $100 for the
first time only to see prices
plummet to less than $40
before year-end.

With jet fuel prices
down around 16 percent
this month, some airlines
see spot purchases as a
better option.

For 2015, Thai Airways
International Pcl has
hedged about 80 percent
and plans to buy the rest
from the spot market, a
senior official said. The
airline expects to save costs
of about 16 billion baht
($455.45 million) this
year due to its hedging
strategy and lower oil
prices, he added.

Japan's ANA Holdings
Inc and Japan Airlines
have hedged 40 percent
and plan to keep it at that.

The cost of hedging
crude has dropped to the
lowest in a decade, said
Maybank analysts, as cau-
tion caps hedging volumes.

"It is ironic that whilst
the cost of protection is
cheap and fuel hedging
strategy is best adopted now,
AFF many airlines are choosing

not do so," they added.

ECB's money-printing working though
deflation, growth threats persist

REUTERS, Frankfurt

Four months since its start, the
European Central Bank's money-

printing programme is showing prom-

ise, having so far warded off deflation
in the face of tumbling oil prices and a
financial crisis in Greece.

It is still early to pass judgement on
the quantitative easing scheme which
started in March and will see the ECB
spend 60 billion euros a month buy-
ing mostly government bonds until at
least September 2016 to stimulate
inflation and growth.

But lending to non-financial cor-
porations turned positive for the first
time in three years in May, and new
corporate loans worth less than 1
million euros have rebounded from
very depressed levels, ECB data
shows.

Loans of that size are seen as a good
indicator of borrowing by small to

midsize enterprises, the economic
backbone of the 19-country euro zone.

While growth in consumer prices is
still barely above zero, and remains
far short of the ECB's target of just
under 2 percent, market measures of
inflation expectations, such as inter-
est rate swaps, have risen sharply since
QFE was launched.

Their resilience in the face of a rout
in commodities markets and a nar-
rowly avoided Greek default suggest
concerns about deflation which
gripped investors and policymakers
late last year, and prompted the asset
purchase scheme, have abated.

"The ECB sleeps better at night,”
said Brian Tomlinson, fixed income
portfolio manager at Allianz Global
Investors, "The nightmares have
dispersed and inflation is rising."

A slump in the price of oil and
other commodities has tempered
market expectations of future infla-

tion, with the ECB now not expected
to start normalising monetary policy
until 2019, a year later than previ-
ously seen.

Nervousness about deflation -- a
sustained fall in prices -- has also
returned, although less acutely than
last year.

The ECB's favourite measure of
inflation expectations, the five-year,
five-year forward rate swap, has fallen
to a two-month low from its June
high of 2 percent but still stands at
1.65 percent, more than twice its April
level. The rate shows where investors
expect 2025 price growth forecasts to
bein 2020,

And while sharp falls in prices of
oil and other commodities threaten
ECB forecasts which put the con-
sumer price index at 0.3 percent this
year, 1.5 percent in 2016 and 1.8
percent in 2017, they carry a silver
lining for the euro zone economy.
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Md Atiqul Islam, president of Bangladesh Garment Manufacturers and Exporters Association, bids farewell to the
outgoing Dutch ambassador Gerben Sjoerd de Jong at an event at the Westin hotel in Dhaka recently.

Samsung Electronics
cautious on outlook

REUTERS, Seoul

Samsung Electronics Co
Ltd offered a downbeat
outlook for the third quar-
ter after April-June profit
dropped on a supply short-
age for one of its main
smartphone models,
underscoring continued
headwinds for the tech
giant.

Samsung remained the
world's top smartphone
seller in the second quarter,
but investors and analysts
say the South Korean firm's
inability to meet demand
for its curved-screen S6
edge smartphones likely
cost the firm in April-June.

Second-quarter operating
profit fell 4 percent to 6.9
trillion won ($5.9 billion),
matching an estimate issued
by the company early this
month. But the firm dou-
bled its interim dividend
payout to 1,000 won per
common share.

"While 2H 2015 is
expected to present mount-
ing challenges, the com-
pany will try to improve
earnings," Samsung said in
a statement.

The mobile business
reported an operating
profit of 2.76 trillion won,
down from 4.42 trillion
won a year earlier.

Samsung has said the
supply problem is resolved
and it is also is bringing
forward the launch of its
Galaxy Note phone.
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UTTARA FINANCE
Rashidul Hasan, chairman of Uttara Finance and Investments, and SM Shamsul
Arefin, managing director, attend the company's 20th annual general meeting at
Spectra Convention Centre in Dhaka on Wednesday. The company declared 10 per-
cent stock and 20 percent cash dividends for 2014.
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PREMIER. BANK
Khondker Fazle Rashid, managing director of Premier Bank, opens a branch of the

bank on the building of ZRahman PBL School and College in Kishoreganj on Tuesday.
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Bangladesh IT-engineers Examination Center (BD-ITE()

Information and Communication Technology Division
BCC Bhaban, Agargoan, Dhaka. Web: www.bditec.gov.bd, Email: info@bditec.gov.bd
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