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LONDON: Europe’s largest development bank,
the EIB, has laid out plans for a new subsidiary
focused solely on non-EU projects that it hopes
could also keep some of Britain’s billions in the
bank after Brexit, European Union sources said.
The outline of the new offshoot, which would ini-
tially focus on countries fuelling Europe’s mi-
grant crisis and lend around 7-8 billion euros a
year, was given to EU finance ministers at their
meeting in Brussels on Tuesday, the sources told
Reuters. 

It aims to bring more of the EU’s international
development spending into a streamlined and
market-savvy unit that would also be able to
work hand-in-hand with the EU’s various na-
tional development banks. A working group will
now be formed to provide a more thorough ex-
amination by early next year, so that it can be
factored into the first round of discussions on
the EU’s next 7-year spending cycle which starts
in 2021.

“Nearly two-thirds of (EU) member states
spoke in the meeting and in principle the reac-
tion was positive, i.e. let’s go on with the discus-
sion,” said one source who spoke on the
condition of anonymity. “It is at the very early
stage so they asked for more information... but
the idea is that it will be a way to bundle Eu-
rope’s external development policy to make it
more efficient than it is today.” Two other
sources confirmed the proposals and the plan to
mainly work - initially at least - in countries at

the source of the recent EU immigration flood. 
Build better infrastructure and creating jobs

should help to boost the appeal of staying put.
“Consensus in EU countries is that one of the
most effective ways to tackle the migration is-
sues is to deal with it at the point of origin,” said
a second EU source. Another crucial element to
the plan’s chances of success could also be
Brexit negotiations. The European Investment
Bank currently invests between 70 - 80 billion
euros a year, with around 10 percent or 7-8 bil-
lion of that spent outside of the EU from central
Africa to Argentina in Latin America. 

This is the money that would be redirected
into the new EIB subsidiary but there could be
a snag. Britain’s departure from the EU is ex-
pected to see it take its 16 percent stake in EIB
leaving a hole of up to 9 billion euros in its fi-
nances. The complex web of long-term projects
means Britain might have to wait decades to get
all its EIB money back. However the sources said
the new subsidiary may be a way for the UK to
keep at least some of its money in.

“It could be a way for the UK to continue en-
gaging in development projects together with
the EIB after Brexit,” one source said pointing
to the model could be the European Investment
Fund (EIF) which is already open to non-EU
members. Britain’s finance minister Philip Ham-
mond, was in Brussels for the ECOFIN meeting
where the proposals were laid out. 

In a speech in June he said it may be “mutu-

ally beneficial” to maintain a post-Brexit rela-
tionship between the UK and the EIB. Asked by
Reuters for a comment on the new proposals, a
UK Treasury spokesman said: “The UK’s future
relationship with the EIB will be determined as
part of the negotiations on our exit from the EU.” 

Though most countries were generally posi-
tive on the plan, one source said there were

some concerns it could dilute the influence EU
member states and the Brussels-based Euro-
pean Commission have in international develop-
ment spending. Another potential issue is that it
could lead to a turf-war with the smaller, Lon-
don-based, European Bank for Reconstruction
and Development, which the EU states and the
EIB itself are also shareholders in. —Reuters
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LUXEMBOURG: The logo of the European Investment Bank is pictured in the city
of Luxembourg.—Reuters

UK online gaming 
group eyes takeover 
of gambling chain
LONDON: GVC, owner of Foxy Bingo and Sportingbet web-
sites, is in talks to buy British betting chain Ladbrokes Coral
for up to £3.9 billion, the pair announced yesterday. The cash-
and-stock bid, pitched at up to 203.70 pence per Ladbrokes
share, would create an online-led gambling titan but faces hur-
dles amid a UK government crackdown on certain types of
betting. The deal, the latest attempt at consolidation in the sec-
tor, would see Ladbrokes investors own 46.5 percent with
GVC holding a majority of 53.5 percent.

“The enlarged group would be an online-led globally posi-
tioned betting and gaming business,” a statement said. “The
enlarged group would be geographically diversified with a
large portfolio of businesses... with the scale and resources to
address the dynamics of a rapidly changing global industry.”
GVC said an eventual price depended on the outcome of the
British government’s regulatory review of fixed-odds betting
terminals.

The controversial electronic terminals currently allow
Britons to stake as much as £100 per spin in betting shops,
sparking outcry from gambling addiction charities. The gov-
ernment had stated in October that the maximum stake will be
slashed to between £50 and £2. Meanwhile, yesterday’s an-
nouncement follows an aborted merger attempt by Ladbrokes
Coral’s main rival William Hill late last year. —AFP

Brazil cuts 
interest rate 
to record low
seven percent
RIO DE JANEIRO: Brazil’s central bank on
Wednesday cut the key interest rate to a
record low of seven percent, about half of
what it was a year ago. The 0.5 percentage
point drop in the Selic rate reflected the
strong fall in inflation as Brazil emerges
from a two-year recession. Back in October
2016, when the country’s economy was still
firmly in negative territory, the Selic was at
14.25 percent, with the bank fighting to
tamp down any inflationary pressure.

From then, however, the bank embarked
on the first of what are now 10 consecutive
rate cuts, dropping under the 10 percent
barrier in July for the first time in nearly four
years. Inflation is now considered a low risk.
Prices were rising at 10.6 percent in 2015
and 6.2 percent in 2016, but only hit 2.7 per-
cent over 12 months last October. With that,
the government hopes to see the start of a
recovery in spending to help nudge the
economy further into growth. President
Michel Temer hailed the rate drop, in a

video posted on social media. “With lower
interest rates, clearly it is easier to live, work,
buy and find housing,” he said. 

“This lowers rates throughout the
whole banking system,” he added. But the
consultancy Gradual Investimentos in-
sisted that “compared to other emerging
economies, our rate is still quite high.”
The future of Brazil’s huge but troubled
economy remains clouded by uncertainty
over next year’s presidential elections and

continued wrangling over Temer’s auster-
ity reforms. The frontrunners for the 2018
election so far are leftist former president
Luiz Inacio Lula da Silva and rightwing
former army officer Jair Bolsonaro. Neither
man is much welcomed by investors, who
have been pushing Temer to enact the un-
popular austerity reforms, especially cuts
to the pension system. Temer argues the
cuts are needed to bring reality to Brazil’s
unaffordable state budget.—AFP 

BRAZIL: Farmer shows hand-picked coffee beans on his family farm located in
Forquilha do Rio, municipality of Dores do Rio Preto, Espirito Santo, Brazil.—AFP


