
BRUSSELS: The EU unveiled plans yesterday for a big-
ger 1.279-trillion euro budget for the seven years after
Brexit, featuring a controversial move to cut funding for
countries that fail to respect the rule of law. European
Commission chief Jean-Claude Juncker said the pro-
posals were “reasonable and responsible” but the idea
of spending more money faces opposition from several
countries.

Poland and Hungary, which have both been severely
criticized by Brussels over democratic freedoms, are
meanwhile up in arms over the proposal to “suspend,
reduce or restrict access” to errant states. “We are
proposing a new mechanism that will allow for the pro-
tection of the budget linked to risks arising from defi-
ciencies in the rule of law,” Juncker told the European
Parliament.

The departure of Britain, a net contributor, in 2019
leaves the bloc with what Juncker says is 15 billion euro
gap in its accounts, but the EU also wants more money
for ambitious projects to unify the remaining 27 mem-
ber states.

EU Budget Commissioner Guenther Oettinger said
member states would pay 1.114 percent of their annual
gross domestic product under the plans, up from one

percent in the current 2014-2020 multi-year budget
worth 1.0 trillion euros.

Key cuts 
One of the key proposed cuts is five percent from the

Common Agricultural
Policy, the largest single
area of EU spending and
one dear to major farm
producer France. There
is also a five-percent
proposed cut to so-
called cohesion funds,
which former Soviet bloc
states in eastern Europe
are the biggest benefici-
aries from. In return, the
European Commission
wants to spend more on
the digital economy,
research, defense and protection for the bloc’s borders
against mass migration, including what one European
source said is a quintupling of the border force Frontex to
nearly 6,000 people.

Countries including Austria and the Netherlands are
already gearing up to fight any demand for increased
national contributions, although France and Germany
have said they are ready to pay more.

The plan is likely to cause fights on a number of other
fronts. Firstly, Warsaw and
Budapest, locked in battle
with Brussels over demo-
cratic standards and their
refusal to accept refugees,
oppose any attempt to
impose conditions on the
billions in funds they get
from the bloc.

‘Political pressure’ 
They view it as an

attempt to punish them
indirectly, without going
through mechanisms like

an unprecedented sanctions procedure launched by
Brussels against Poland over its court reforms.

Juncker said “respect for the rule of law is an indispen-
sable prerequisite for sound financial management and

effective implementation of the budget.” But Poland was
standing firm. “We will not accept arbitrary mechanisms
which will make the funds an instrument of political pres-
sure,” Poland’s deputy European affairs minister Konrad
Szymanski said earlier.

Secondly, the eastern states are also likely to oppose
both the cuts to cohesion funds overall, and also demands
from southern nations like Spain and Italy that were hit
by the economic crisis for some of those funds to be redi-
rected. Thirdly, protests by French farmers are likely over
any attempt to cut the Common Agricultural Policy, from
which they are the biggest beneficiaries.

Farm funds account for 37 percent of the bloc’s fund-
ing, while cohesion funds account for 35 percent.

Finally attempts by Brussels to push through the
budget before the next European Parliament elections in
May 2019 have also met a cool response. “We cannot
afford a lost year,” Oettinger said, referring to the fact
that the 2014-2020 budget took two years to pass. EU
states say it is “impossible” given the rifts between east,
west, north and south, with countries anxious not to put
their hands in their pockets at a time when populism is on
the march. “These negotiations normally take two years,”
a diplomatic source said. —  AFP.
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BRUSSELS: European Commission President Jean-Claude Juncker (right) and Brexit campaigner and member of the European Parliament Nigel Farage exchange a “high five” gesture, at the start of the plenary
session on the EU’s next long-term budget, in the European Parliament in Brussels yesterday. — AFP

Business
Established 1961 

THURSDAY, MAY 3, 2018

UK exit to leave 
a 15bn euro gap 

in accounts

1.279tn euro budget seeks to penalize ‘rule of law’ violators

EU unveils bigger post-Brexit budget

Amazon offers to 
buy 60% stake in 
India’s Flipkart 
BENGALURU/MUMBAI : Amazon.com Inc has
made a formal offer to buy a 60 percent stake in
Indian online retailer Flipkart, CNBC-TV18
reported yesterday, threatening to complicate
Walmart Inc’s bid to buy a majority stake in the
Indian e-commerce player.

Sources told Reuters earlier this month that
Walmart was likely to reach a deal to buy a
majority stake in Flipkart, Amazon’s biggest
competitor in India, by the end of June for $10
billion to $12 billion.

The deal would be the US retail giant’s
biggest acquisition of an online business and
would kick off a battle with Amazon in an Indian
e-commerce market that analysts forecast will
be worth $200 billion a year within a decade.
CNBC-TV18 reported that Amazon had offered
Flipkart a breakup fee of $2 billion to convince
it to discuss an offer which analysts say would
bring with it substantial antitrust challenges, as

Flipkart and Amazon dominate the online shop-
ping space in Asia’s third-largest economy.

Two sources close to the matter, asking not
to be named, confirmed to Reuters that Amazon
was interested in buying Flipkart, but declined
to give further details. One of the sources said
that Flipkart had vetoed an approach from
Amazon for a 51 to 55 percent in the company
two years ago, judging its offered price as far
too low at the time.

“Now with Walmart in the mix things are dif-
ferent,” the source said. “To the best of my
knowledge no decision has been made yet.
There is no deadline per se.”

CNBC-TV18, citing unnamed sources, said
Amazon’s new bid was likely to be on a par with
Walmart’s, but that Flipkart’s investors and
founders continue to favor the deal with
Walmart, with founder Sachin Bansal overseeing
final negotiations. A spokesman for Walmart
declined to comment, while Amazon said it does
not offer comments on rumors and speculation.
Flipkart did not immediately respond to an email
seeking comment. Walmart’s urgency to stem
market share losses to rivals like Aldi or Amazon
has also seen it launch talks to merge its UK arm
ASDA with J Sainsbury, in which it will hold a
minority stake. — Reuters

AUB reports a net
profit of $174.7 
million for Q1 2018
KUWAIT: Ahli United Bank B.S.C. (AUB) reported a net
profit attributable to its equity shareholders of $174.7 mil-
lion for the quarter ended 31 March 2018. The net profit
reflected an increase of 9.6 percent in Q1/2018 as com-
pared to the net profit of $159.4 million achieved in
Q1/2017. The Q1/2018 net profit also represents a 16.5
percent improvement over the Q4/2017 trailing quarter
reported profit of $150.0 million. The Basic Earnings per
Share in Q1/2018 were US 2.2 cents, compared to US 2.0
cents in Q1/2017.

Net interest income improved by 12.4 percent to $229.3
million during the quarter driven by loan and investments
growth besides improved margins. Operating income grew
by 7.5 percent which together with consistent application
of operational efficiencies resulted in the Bank’s cost to
income ratio of 25.9 percent (Q1/2017: 27.0 percent). 

Solid asset quality levels were sustained with a non-

performing loans ratio of 1.9
percent (31 December 2017: 1.9
percent) while specific provision
coverage ratio increased to 87.1
percent (31 December 2017: 85.1
percent). The total provision
coverage ratio inclusive of
expected credit loss  provision-
ing under IFRS 9 but excluding
available significant asset collat-
erals, improved to 219.2 percent
as at 31 March 2018 (31
December 2017: 154.3 percent). 

The Group’s Return on
Average Equity (ROAE) for Q1/2018, increased to 18.2
percent, compared to 17.0 percent achieved in the first
quarter of 2017. Return on Average Assets also increased
to 2.3 percent for Q1/2018 (Q1/2017: 2.2 percent). 

Hamad Al-Humaidhi, AUB Chairman, commented: “Our
results demonstrate AUB’s resilience and ability to deliver
sustainable core earnings on a consistent basis under its
diversified well managed business model and through its
strategic investments across multiple markets, assisted by
robust risk management, effective cost control measures
and ongoing focus on the sourcing of cross border busi-
ness flows.”

Hamad Al-Humaidhi


