
NATAGE B012

COMMENT  DEBATE&T  DT  D
12 THE AGE

TUESDAY, JULY 29, 2008

theage.com.au/businessday
LETTERS
Email letters to
mshort@theage.com.au

Australian banks hold their nerve in crisis and keep dividends rolling out
If the banks and
investors can hang on,
their shares are great
long-term buying.

MALCOLM 
MAIDEN

THERE were no individual
surprises in what ANZ’s
chief executive, Mike
Smith, disclosed yester-

day: the bank’s expected
collective ‘‘rainy day’’ provision
was raised by another
$375 million, leaving it as the
most conservatively provision-
ed big Australian bank on this
general measure, at just over
1% of risk-weighted assets.

New specific provisions of
$850 million, including pro-
visions of $500 million in the
big business portfolio, mainly
reflect the bank’s well-
publicised loan exposures to
the margin-loan-cum-stock

lending broking debacle, Bill
Express and property
companies, led by Centro.

ANZ’s underlying business
appears to be tracking well,
with profit before provisions in
the year to September expected
to be 8% higher on a similar
income increase — and like
NAB’s CEO, John Stewart, last
Friday, Smith says the dividend
is expected to be maintained.

But the cumulative effect,
an expected 20% to 25%
decline in earnings per share
for ANZ, was clearly not expec-
ted, and the 11% slide in ANZ’s
share price shows that inves-
tors are still working out that
the subprime crisis will weigh

on bank earnings in several
ways, by raising bank whole-
sale funding costs, depressing
loan demand, eroding con-
sumer credit debt service
quality slightly across the econ-
omy and, of course, by
producing loan losses in
exposed corporate situations.

The saving grace after the
ANZ and NAB write-downs
continues to be so far that the
Australian banks are handling
the pain.

There have been no panicky
share placements to buttress
capital, and dividends are still
flowing as planned.

If they can hang on and
investors can, too, their
battered shares are currently
fabulous long-term buying,
with dividend yields above 9%
in the case of Westpac and
CBA, above 10% in the case of
ANZ, and above 11% in the
case of NAB.

G EOFF Dixon declined to
detail the significant
events of his seven year-

plus tenure as Qantas chief
executive yesterday, but the
September 11 crisis, the
successful launch of Jetstar and
the private equity bid to
privatise the airline would be
at the top of the list.

The 2001 terrorist attack
resulted in global airline losses
of more than $US12 billion
($A12.55 billion), but it also
drove home the fact that in an
inherently risky industry,
Qantas had inbuilt redundancy.

International carriers were
knocked for six by the slump in
traffic, and Qantas was not
immune, losing $15.5 million
on its international routes in
the December 2001 half.

But in Australia, its
domestic market share vaulted
to about 90% as Ansett
collapsed, and although Virgin

elbowed its way in, domestic
earnings before interest and tax
leapt by $170.8 million to
$298.2 million in the full year.

Then, in 2003, Dixon
launched Jetstar. Other pre-
mium airlines, including British
Airways, had tried and failed to
create a discount arm, and the
excursion was considered by
many observers to be high-risk.
Instead, Jetstar has been a great
success, not just in its own
right, but in the way it has
interacted with the full-service
airline, picking up low earnings-
yield routes, for example, and
making them more profitable.

There were slightly serendi-
pitous elements domestically
during Dixon’s tenure, in
Ansett’s collapse, and in Virgin
Blue’s decision to edge away
from the budget market. But
Qantas was also in much better
shape than Ansett going into
the 2001 crisis, and Virgin Blue

moved upmarket partly
because of the margin pressure
that Jetstar was generating in
the discount travel segment.

Last year’s failed private
equity bid for Qantas will be
considered by some an asterisk
in the biography of Dixon, who
would have led the airline for
the Allco-TPG consortium, as
part of a management group
that was to own 1%.

But criticism at the time
that Qantas’ board, including
Dixon, somehow deserted the
airline’s shareholders by
backing the takeover looks
pretty lame now.

Investment patriots can
argue that it has been good for
Australia that the bid failed.
But with Qantas closing 1.7%
lower at $3.43 a share yester-
day, still not far from its low of
$3.01 on June 25, there can be
no doubt that the private
equity offer itself was a pearler,

at $5.45 cash — cash that
would have been banked by
accepting shareholders if the
the consortium got past 50%,
instead of missing by a
whisker. The money was there
courtesy of a $7.5 billion
advance from the consortium’s
banks, on a covenant-free
basis.

Qantas now has four flight
paths that are separate in a
market sense, but symbiotic as
a business proposition: dom-
estic premium travel, inter-
national premium travel,
domestic no-frills travel and
international no-frills, through
the 49% owned Jetstar Asia.

It is a unique combination
in the world, and while the
seeds for the domestic position
were sown in 1992 when the
Keating government sold
Australian Airlines to Qantas as
a precursor to Qantas’
privatisation, the rest is largely

attributable to Dixon’s
aggressive stewardship.

His successor, Jetstar’s Alan
Joyce, need only continue to
manage the airline tightly to be
in prime position to a hunter,
and not one of the hunted, in
the period of consolidation of
airline ownership that the high
oil price is forcing.

The unsuccessful internal
candidates, Qantas executive
general manager John Bor-
ghetti and group chief financial
officer Peter Gregg, would have
done the same thing: position
the airline to emerge even
stronger from a period of
global rationalisation that
Dixon, Joyce and their chair-
man, Leigh ‘‘The Shadow’’
Clifford, said yesterday was not
only inevitable, but overdue.

The Maiden family owns NAB shares

mmaiden@theage.com.au

Wong’s climate
paper clouded
with mistakes
The Government’s advisory channels are clogged with rent seekers, special pleaders
and green activists who have misadvised the minister, writes Bob Carter.

C LIMATE Minister
Penny Wong published
an astonishing green
paper in response to

what she perceives to be the
threat of global warming.

The first sentence of the
opening section of her paper,
entitled ‘‘Why we need to act’’,
contains seven scientific errors
— almost one error for every
two words.

Here is the sentence:
‘‘Carbon pollution is causing
climate change, resulting in
higher temperatures, more
droughts, rising sea levels and
more extreme weather.’’

And here are the errors.
First, the debate is not about

carbon, but human carbon
dioxide emissions and their
potential effect on climate.

It makes no more sense for
Wong to talk about carbon in
the atmosphere than it would
for her to talk about hydrogen
comprising most of Sydney’s
water supply.

Use of the term carbon in
this way is, of course, a deliber-
ate political gambit, derived
from the green ecosalvationist
vocabulary and intended to
convey a subliminal message
about ‘‘dirty’’ coal.

Next, carbon dioxide is not a
pollutant but a naturally
occurring, beneficial trace gas in
the atmosphere.

For the past few million

years, the Earth has existed in a
state of relative carbon dioxide
starvation compared with
earlier periods.

There is no empirical
evidence that levels double or
even treble those of today will
be harmful, climatically or
otherwise.

Indeed, a trebled level is
roughly what commercial
greenhouse tomato growers aim
for to enhance growth.

As a vital element in plant
photosynthesis, carbon dioxide
is the basis of the planetary food
chain — literally the staff of life.
Its increase in the atmosphere
leads mainly to the greening of
the planet.

To label carbon dioxide a
‘‘pollutant’’ is an abuse of
language, logic and
science.

Third, that enhanced human
carbon dioxide emissions are
causing dangerous global
warming (‘‘carbon pollution is
causing climate change’’) is an
interesting and important
hypothesis.

Detailed consideration of its
truth started with the formation
of the UN’s Intergovernmental
Panel on Climate Change in
1988. Since then, Western
nations have spent more than
$50 billion on research into the
matter.

Despite all the fulminations
of the IPCC, 20 years on, the

result has been a failure to
identify the human climate
signal at global (as opposed to
local) level.

Accordingly, independent
scientists have long since
concluded that the most
appropriate null hypothesis is
that the human global signal lies
submerged within natural
climate variability. In other
words, our interesting initial
hypothesis was wrong.

Fourth, the specific claim
that carbon dioxide emissions
are causing temperature
increase is intended to convey
the impression that the phase of
gentle (and entirely unalarm-
ing) global warming that
occurred during the late 20th
century continues today.

Nothing could be further
from the truth, in that all official
measures of global temperature
show that it peaked in 1998 and
has been declining since at least
2002.

And this in the face of an
almost 5% increase in atmos-
pheric carbon dioxide since
1998. Spot the problem?

Fifth, sixth and seventh, the
statement that human carbon
dioxide emissions will cause
‘‘more droughts, rising sea levels
and more extreme weather’’ is
unbridled nonsense.

Such confident predictions
are derived from unvalidated,
unsuccessful computer models

that even their proponents
agree cannot predict the future.
Rather, a model projection
represents just one preferred,
virtual reality future out
of the many millions of
alternatives that could have
been generated.

Complex climate models are
in effect sophisticated computer
games, and their particular
outputs are to a large degree
predetermined by program-
mers’ predelictions. It cannot be

overemphasised, therefore, that
computer climate projections,
or scenarios, are not evidence.
Nor are they suitable for
environmental or political
planning.

Moving from virtual reality to
real observations and evidence,
many of the manifestations of
living on a dynamic planet that
are cited as evidence for global
warming are, at best,
circumstantial.

The current rates of sea-level

change, for example, fall well
within the known natural range
of past changes.

Should we adapt to the rise?
Of course. Should we try to ‘‘stop
climate change’’ to moderate,
possibly, the expected sea-level
rise? Of course not; we might as
well try to stop clouds scudding
across the sky.

The first sentence of the
‘‘Why we need to act’’ section of
the green paper is followed by
five further short paragraphs

that are similarly riddled with
science misrepresentation and
error. In essence, the section
reads like a policy manual for
green climate activists. It
represents a parody of our true
knowledge of climate change.

Never has a policy document
of such importance been
released in Australia that is so
profoundly out of touch with
known facts of the real world.

It is a matter for national
alarm that the Government’s

advisory channels should be
clogged with the rent seekers,
special pleaders and green
activists who have so obviously
misadvised Wong on the
content of her green paper on
climate change.

Time for some due diligence,
Minister.

Professor Bob Carter is a geologist who
studies ancient environments and their
climate, and is a science adviser to the
Australian Climate Science Coalition.
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The world’s retreating glaciers give compelling evidence of climate change
ISN’T it interesting how the
climate change sceptics
published on your page all seem
to ignore the worldwide retreat
of glaciers over the past century
and a half? The glaciers of
Glacier National Park in the US
Rockies, for instance, are now
roughly one-third the size they
were in 1850 while in New
Zealand the famous Fox and
Franz Josef glaciers are more
than 2.5 kilometres shorter than
they were a century ago. The
global trend of diminishing
average glacier thickness has
accelerated since the 1980s.

And there is a similar silence
from your correspondents
about the shrinkage of the Arctic
ice cap and the weakening of
the Antarctic ice sheets.

The medieval warm period is
regularly hauled out to serve as
‘‘evidence’’ that global warming
is not caused by human use of
fossil fuels.

The intellectual dishonesty is
twofold.

Firstly, yes, of course
warming can occur without
human intervention, but that
doesn’t mean it can’t be
triggered by human
intervention.

Secondly, the medieval warm
period was localised: it seems to
have affected the North Atlantic
and Europe.

Challenging the scientific
majority is heady stuff — you
can feel like Galileo, when you
may be just a flat-earther.

And in this case the potential
costs to the Earth’s ecology (let
alone human economies), if the
majority happens to be right,
are too big to play games with.

Danny Neumann
Brunswick

Evidence is needed,
not just belief
VALENTINA Tan presents to us
all that is wrong with the
strident demands to do
something about climate
change (BusinessDay, 25/07).

She talks about it as a
"belief", as if it were a matter of
faith; it should be a matter of
evidence, and at the moment
the evidence points to at least a
halt, and perhaps even a fall, in
global temperatures.

She says, whether we believe
in it or not, we should be taking
‘‘responsibility for the for our
impact on the environment’’.
Sorry, Valentina, but if the
evidence says there is no
impact, then what exactly do I
need to take responsibility for?

And telling someone who
disagrees with your arguments
to ‘‘grow up’’ hardly presents a
convincing case.

Disagreeing with you is not a
sign of immaturity, Valentina, it
is a sign of thinking for oneself
— surely the greatest sign of
maturity there is.

John Dixon
Richmond

Acidification of
oceans a worry
THERE seems to be no debate
that man has increased carbon
dioxide in the atmosphere since
the start of the industrial
revolution. Global warming is
just one consequence of
increased carbon dioxide. The
other, which may have a more
sinister impact, is ocean
acidification. Yes, the world’s
oceans are becoming more
acidic as they try to absorb the
increased carbon dioxide in the
atmosphere.

This is leading to problems
for marine creatures such as
plankton as they try to produce
calcium for their skeleton
structure. If plankton become
extinct, the ocean’s food chain
will collapse and this will have
catastrophic consequences on
the way people live.

David Fagan
Mount Eliza

IPCC model
makes sense
EARTH’S average surface air
temperature has increased over
the past 100 years. The only
successful explanation is the
Intergovernmental Panel on
Climate Change model.
Successful in the sense that its
physical equations accurately
reproduce the instrumental

temperature record. No alterna-
tive explanations have been
able to do this. There are some
deficiencies in the coupled gen-
eral circulation models and the
science is still evolving.

Any alternatives have to
include the influence of green-
house gases if mainstream
science is to take them seriously.
It has been calculated that since
about 1970, the extra carbon
dioxide has produced an effect
on temperature larger than that
from solar radiation variations in
sunspot cycles. This may be too
simplistic. Climate sensitivities
in models are being challenged.

Certainly a prolonged sun-
spot minimum, if and when it
recurs, would delay global war-
ming while carbon dioxide
continued to increase, just as La
Nina events and volcanic erup-
tions do: cold comfort before the
possibility of chaotic change.

Peter Higgins
Preston

Carbon emissions
at centre of debate
JOHN Perkins’ letter (Bus-
inessday 24/7 shows what is
wrong with the logic of the
climate debate. No one denies
that we have climate change,
John, after all it is now winter
and we expect it to be cold.

The debate is about carbon
emissions causing global warm-
ing, and by how much.William

Kininmonth, former head of the
National Climate Centre, Pro-
fessor R. M. Carter, a marine
geologist, Professor G. Kearsley,
a geographer in New Zealand,
Joseph D’Aleo, fellow of the
American Meteorological
Society, all who are more quali-
fied than you, have had recent
articles printed in BusinessDay.

To suggest they should not
be heard shows you lack credi-
bility. In the 1950s and 1960s,
economists warned that the
world would die of starvation in
three decades if the population
continued to increase. You
should butt out of things you do
not understand.

William Styles
Doncaster

Significant errors
in IPCC reports
MALCOLM Maiden argues that,
despite some uncertainty about
the recent direction of
temperatures over the post-
1980 period, the precautionary
principle still justifies an
emissions reduction program
and participatory involvement
of business (BusinessDay, 19/7).

But even leaving aside that
the post-1980 is a very short
period on which to project
possible future temperature
changes, this overlooks the
many highly qualified individu-
als or groups who strongly reject
IPCC theories and point to

important errors in IPCC
reports. They can justifiably
challenge claims IPPC science is
right because it is supported by
2500 scientists.

That number is not only
much less than the dissenters
but it refers only to scientists
who either submitted papers or
whose papers were referenced
by the IPCC, some of whom
have subsequently disassociat-
ed themselves from IPCC
conclusions. In reality, IPCC
reports have been compiled by a
very small group of
government-appointed scient-
ists, with only 51 contributing to
the IPCC’s 2007 ‘‘Summary for
Policy Makers’’.

Once account is taken of this
situation, there can be no justifi-
cation for major precautionary
actions because such extensive
dissent leaves enormous uncer-
tainty about the costs and bene-
fits of such action. Indeed,
advocates of major government
action destroy their own case.

Des Moore
director, Institute for Private Enterprise

South Yarra

Opening the way
to a better life
TO GLOBAL warming sceptics
— who knows? Maybe you’ll be
proved right.

But I’m not taking the
chance, for, among other
reasons, every action we take to

reduce carbonemissions seems
to be good for our health,
society and other forms of life
on Earth.

Just think of the impact on
the rates of cancer, obesity,
diabetes, asthma, stress, and
other ‘‘modern’’ ailments, once
we get out of our cars, and sub-
stitute simple food for what is
now processed with palm oil.

Imagine the vitality of
riverine ecologies when we stop
pouring poisons into the rivers,
and plant trees instead of
compulsively shopping.

Heavens, we might even be
so healthy that we can stop
poaching doctors from third
world countries.

Pamela Lloyd
West Brunswick

Truly a state
of emergency
RE THE article by Professor
Geoffrey Kearsley (BusinessDay,
22/7), a professor of film, media
and communications at the
University of Otago, that
predicted global cooling.

Data from the prestigious
NASA Goddard Institute of
Space Studies, New York, head-
ed by leading world climate
scientist Dr James Hansen,
clearly shows a huge warming of
the Earth by about 0.5 degrees
over the past 40 years (see:
http://data.giss.nasa.gov/
gistemp/graphs/).

Indeed, Hansen and eight
British, French and US climate
change scientist co-authors in a
paper sent to the prestigious
scientific journal Science state:
‘‘If humanity wishes to preserve
a planet similar to that on which
civilisation developed and to
which life on Earth is adapted,
paleoclimate evidence and
ongoing climate change suggest
that CO2 will need to be reduced
from its current 385 ppm to at
most 350 ppm (see: http:
//arxiv.org/abs/0804.1126).’’

In launching the important
book Climate Code Red by David
Spratt and Philip Sutton in
Parliament House last week,
Victorian Governor and
eminent scientist Professor
David de Kretser stated: ‘‘There
is no doubt in my mind that this
is the greatest problem
confronting mankind at this
time and that it has reached the
level of a state of emergency
(see: www.climatecodered.net/
people.html).’’

Sensible risk management
requires that we respond
urgently to the perception of a
climate emergency by top
specialist climate scientists,
outstanding scientists and top
scientific bodies around the
world. (See: http:
//sites.google.com/site/
yarravalleyclimateactiongroup/
climate-emergency-what-top-
world-scientific-experts-say.)

Dr Gideon Polya
Macleod


