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HSBC to revamp
strategy as lower
interest rates hit profit

Despite the
higher cost of
sustainable
aviation fuel,
airlines cannot
ignore the
inevitable shift
towards biofuels
triggered by
campaigns to
tackle the
effects of
aviation on the
environment,
said Mr Hiroaki
Sugimori, who
manages ANA’s
sustainability
department.
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ANA inks deal to buy
eco-friendly jet fuel
from S’pore refinery
Plant expanding as demand rises for fuel made
from waste vegetable, animal fats and oils
Japan’s largest airline has signed up
for jet fuel made from renewable
materials in Singapore, in a small
step towards more eco-friendly
travel that will add costs for an industry crushed by the coronavirus.
All Nippon Airways (ANA) signed
a preliminary agreement to start
buying so-called sustainable aviation fuel (SAF) from a Singapore refinery run by Finland’s Neste.
The deal will be expanded from
2023 when Neste will have capacity
to produce 1.5 million tonnes of SAF
a year, ANA said in a statement.
The Singapore plant is being enlarged to meet increased demand
for diesel and jet fuel produced
from waste vegetable and animal

fats and oils.
Airlines cannot ignore the inevitable shift towards biofuels triggered by campaigns to tackle the effects of aviation on the environment, said Mr Hiroaki Sugimori,
who manages ANA’s sustainability
department.
The “Greta effect” – a reference
to climate change campaigner
Greta Thunberg – means airlines
must adapt even if it involves
higher fuel costs.
On Monday, Japanese Prime Minister Yoshihide Suga set an ambitious target for his country to be carbon-neutral by 2050 in his first policy speech to Parliament since taking office last month.

However, the timing for a shift to
higher-cost, sustainable fuel could
hardly be worse for airlines struggling to cope with the pandemic.
ANA yesterday forecast a record
operating loss of 505 billion yen
(S$6.6 billion) for the year.
Beyond the industry’s struggle to
survive, any shift to SAF will be hampered by scarce supply.
“There are a limited number of
producers for SAF compared with
the demand,” said ANA’s fuel procurement department manager Kohei Yoshikawa.
“As we looked into it, we began to
realise that it’s not easy to get.”
In a test, ANA last Saturday received its first cargo of seven million litres shipped from one of
Neste’s European refineries to
Haneda airport near Tokyo.
Global SAF production this year
of some 40 million litres accounts

Sembcorp, SP Group to create green
platform for companies, consumers
Energy companies Sembcorp Industries and SP Group are collaborating to develop an environmental
sustainability platform for businesses and consumers.
The platform will include a marketplace that trades renewable energy certificates (RECs) and carbon
credits, as well as provide carbon
consulting services.
The launch of the platform is
planned for the first quarter of next
year, both firms said in a joint statement yesterday.
RECs are a recognised way of
achieving green targets and a
means for buyers to report that
their consumed energy comes from
renewable energy sources.
Carbon credits are tradable certificates that allow buyers to offset
their greenhouse gas (GHG) emissions by supporting projects aimed
at reducing such emissions.
Meanwhile, carbon consulting

services include analysis, advisory
and strategy development to assist
corporates in achieving their carbon emission reduction targets,
Sembcorp and SP Group said.
They added that companies are increasingly incorporating environmental, social and corporate governance factors into their business
strategies and practices, which has
led to a growing demand for envi-

The environmental
sustainability platform
will include a marketplace
that trades renewable
energy certificates and
carbon credits, as well
as provide carbon
consulting services.
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Currencies
S$/US$ to one unit of foreign currency:
Australian dollar ..................................................................................................
Canadiandollar ....................................................................................................
Euro ...............................................................................................................................
NZ dollar......................................................................................................................
Sterling pound ......................................................................................................
US dollar .....................................................................................................................
S$/US$ to 100 units of foreign currency:
Chinese renminbi................................................................................................
Danish kroner.........................................................................................................
Hong Kong dollar.................................................................................................
Indian Rupee...........................................................................................................
Indonesiarupiah..................................................................................................
Japanese yen ........................................................................................................
Korean won...............................................................................................................
Malaysian ringgit ...............................................................................................
New Taiwan dollar...............................................................................................
Norwegian krone ................................................................................................
Philippine peso .....................................................................................................
Saudiriyal..................................................................................................................
Swedishkrona ......................................................................................................
Swiss franc ...............................................................................................................
ThaiBaht ...................................................................................................................
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Issue
code

Coupon
rate (%)

Maturity

N517100X...................
NX15100Z ..................
NZ10100F...................
NZ16100X .................
NZ19100S ...................
NA20100F ..................

3.125%
2.375%
2.875%
2.250%
2.375%
1.875%

01-Sep-22
01-Jun-25
01-Sep-30
01-Aug-36
01-Jul-39
01-Mar-50

Note: Based on latest issue
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2-Year
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15-Year
20-Year
30-Year

ronmental solutions to offset GHG
emissions.
The platform will tap the expertise of both parties to provide consultancy services that encompass
physical and digital solutions
across energy, water and waste
management, enabling corporates
to achieve their GHG reduction targets, the firms noted.
In 2015, Singapore pledged to reduce its emission intensity by 36
per cent from 2005 levels by 2030,
and to stabilise emissions with the
aim of peaking around 2030.
The national target is to halve
emissions from their peak to 33 million tonnes of carbon dioxide equivalent by 2050, with a view to achieving net zero emissions as soon as viable in the second half of the century.
Sembcorp shares closed up six
cents or 4.1 per cent at $1.54 yesterday. THE BUSINESS TIMES
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for only 0.015 per cent of the jet fuel
market, said the International Air
Transport Association (Iata).
Yet, the group views SAFs as a key
solution to curb the industry’s emissions growth.
These non-fossil derived fuels
must meet sustainability criteria, including reduced carbon emissions,
limits on fresh water consumption,
no deforestation and no competition with food production, according to Iata.
Asia has lagged behind other regions in terms of policy support as
well as political pressure favouring
SAFs, said Mr Robert Boyd, assistant director of aviation environment at Iata.
Asian interest in SAFs has been
only sporadic, he said.
SAF has traded for several times
the price of regular jet fuel in regions outside Asia in recent
months.
In north-west Europe, the premium averaged 4.7 times the price
of traditional jet fuel from mid-August, when S&P Global Platts
started pricing SAF, to the middle
of this month.
On the US West Coast, the premium was 3.5 times from mid-September to mid-October. Platts has
yet to launch SAF prices in Asia.
ANA’s senior director of fuel procurement Noriaki Muranushi does
not expect SAF to “spread in popularity” without government support in the form of subsidies or incentives for domestic SAF producers, as well as airline consumers.
BLOOMBERG
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nalled yesterday that it would embark on a pandemic-induced overhaul of its business model, seeking to flip its main source of income from interest rate to feebased businesses.
While reporting a 35 per cent
tumble in quarterly profit, Europe’s largest bank also accelerated plans to shrink in size and
will slash costs further than previously suggested.
The planned changes to its business model mark one of the biggest shifts in strategy for HSBC,
which has long touted its ability to
generate interest income from its
more than US$1.5 trillion (S$2 trillion) in customer deposits.
But with interest rates worldwide now at rock bottom and
even turning negative, the bank is
struggling to charge more for
loans to borrowers than it pays
out to depositors and it warned
that net interest income would remain under pressure.
In a potentially seismic shift for
the banking industry, HSBC also
said it could start charging for
products such as current accounts
that customers in some markets
such as Britain expect to be free.
“We will have to look at charging for basic banking services in
some markets because a large
number of our customers in this
environment will be losing us
money,” chief financial officer
Ewen Stevenson told Reuters.
That could prove a tough pill to
swallow in some markets, industry experts said.
“It will need to be done carefully
to not damage the trust of the
brand or get customers to switch,
especially in countries where competitors offer the service for no
charge,” said Mr Sudeepto
Mukherjee, senior vice-president,
financial services, at consulting
firm Publicis Sapient.
Faced with fewer options to bolster revenue growth, Asia-focused HSBC has been looking to
reduce costs globally and in June

resumed plans to cut around
35,000 jobs it had put on ice after
the coronavirus outbreak.
The bank has no immediate
plans to cut even more jobs, Mr
Stevenson said, but that could happen as its transformation plans
continue.
HSBC said yesterday it plans to
reduce annual costs to below
US$31 billion by 2022, a more ambitious target than it set out in February and well below the operating expenses of US$42.3 billion it
reported in 2019.
It will also accelerate the transformation of its US business,
where it has long struggled to compete with bigger local players, and
will provide an update at its 2020
full-year results next February.
The restructuring measures
helped HSBC’s shares climb more
than 5 per cent, although they
have still lost nearly half their
value for the year to date.
Underscoring its challenges, the
bank’s revenues fell 11 per cent
compared with the third quarter
last year to US$11.9 billion.
But the 35 per cent slide in pretax profit to US$3.1 billion was not
as deep as expected, and was better than a consensus estimate of
US$2.07 billion as HSBC flagged
an easing in bad loan provisions.
HSBC now expects losses from
bad loans to be at the lower end of
the US$8 billion to US$13 billion
range it set out earlier this year.
Government support schemes
such as loans and wage support
for workers have helped to genuinely mitigate some credit losses
rather than merely defer them to
next year, Mr Stevenson said.
“What these schemes have done
in particular is buy time for a lot of
the corporate sector to restructure themselves, and go out and
raise debt and equity finance.”
HSBC, in common with other
British lenders, stopped paying
dividends earlier this year at the
request of regulators. It said it
would communicate a revised dividend policy in February. REUTERS
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