Biden and the oil sand vanguard: Inaugural credit action

Ulf Erlandsson

One of the first actions of the incoming Biden administration was to cancel the Keystone XL

pipeline project, much to the chagrin of bond issuer Province of Alberta (ALTA). Following the
cancellation, the Premier demanded economic sanctions on sz 1. 1ending to ALTA by investor.
behalf of Canada versus the US [sic] as “leverage” to protect  Source: Bloomberg, AFll calculations.

the province’s oil sand industry, dependent on US pipelines

such as Keystone XL.! Vanguard 446.7
L . ) ) Norges Bank 278.0
Thisinin our view a clear credit negative for ALTA as an Prudential 62.4
issuer, both in terms of fundamental economics aswellas  gaiffeisen 62.2
an apparently diminishing Governance quality. BlackRock 58.9
o . UBS 52.0

ALTA bonds appear to be a core fixed income position for Allianz 48.2
asset manager Vanguard and Norges Bank Investment Nikko AM 38.6
Management (NBIM), with total positions of around Manulife 30.4
USD450/278mn across the curve, see Figure 1. IPM 24.8

We believe that these firms’ clients would not benefit from a continued insistence by Alberta to get
US sanctions in place to protect Canadian oil sands industry. We suggest they engage with the
Alberta treasury and speak adult with them. Divestment might be difficult, the lending through
bonds is simply too big to be painlessly exited. Engagement from the biggest investors hopefully
could further the regime’s understanding of trade policy and the future of heavy hydrocarbons.

Among other lenders to ALTA, we note Raiffeissen Bank (Austria) and UBS (Switzerland). We
believe their clients are more interested in snowy mountaings in the future than allowing Alberta’s
oil tar sand spending spree continuing. Especially Raiffeissen’s position is large vis-a-vis what we
would expect them to have competency to trade. Divestment might be slightly painful, but most
likely better than starting to lose domestic clients.

Further investors that we believe should actively revisit their Alberta exposure following this event
include Allianz, Schroders, DNB and GPIF. The Anthropocene Fixed Income Institute has previously
discussed ALTA in The Reformed SSA Trade: New Year’s Exclusions, The ECB and Alberta’s oil tax
holiday and An ECB Rapid Decarbonization Plan. We reiterate our view of ALTA climate based
exclusions and that ALTA bonds should not be eligible for ECB repo.

! Financial Times, 22 Jan 2021.
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https://anthropocenefii.org/afii-reformed-ssa-jan21
https://anthropocenefii.org/afii-ecb-and-alberta
https://anthropocenefii.org/afii-ecb-and-alberta
https://anthropocenefii.org/afii-hle2g
https://www.ft.com/content/be262b55-4209-43c3-9df6-a73bb09ae029

IMPORTANT DISCLAIMER:

This report is for information and educational purposes only. The Anthropocene Fixed Income
Institute (‘AFII’) does not provide tax, legal, investment or accounting advice. This report is not
intended to provide, and should not be relied on for, tax, legal, investment or accounting advice.
Nothing in this report is intended as investment advice, as an offer or solicitation of an offer to buy
or sell, or as a recommendation, endorsement, or sponsorship of any security, company, or fund.
AFll is not responsible for any investment decision made by you. You are responsible for your own
investment research and investment decisions. This report is not meant as a general guide to
investing, nor as a source of any specific investment recommendation. Unless attributed to others,
any opinions expressed are our current opinions only. Certain information presented may have
been provided by third parties. AFll believes that such third-party information is reliable, and has
checked public records to verify it wherever possible, but does not guarantee its accuracy,
timeliness or completeness; and it is subject to change without notice. Information attributed to
others are for informational purposes only and does not constitute endorsements.

The Anthropocene Fixed Income Institute is a non-profit organization “to monitor, advocate for
and influence the impact of the fixed income and bond markets in the age of human induced
climate change.” For more information about the Institute, please visit wwww.anthropocenefii.org
or follow us at @Fixed|Institute (Twitter). Sign up to our e-mail distribution at
info@anthropocenefii.org
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