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BEIRUT: Lebanon has begun reforms to repair its
fragile economy after years of paralysis in deci-
sion-making but is under pressure to do more to
prevent its rising debt spinning out of control.
President Michel Aoun, elected last year after 29
months without a head of state, signed off last
week on public sector pay rises and tax increases
to cover their cost-part of a series of government
moves that have prompted Moody’s rating
agency to lift its outlook for Lebanon to stable
from negative.

But finance ministry estimates indicate the
measures will have little impact on the fiscal bal-
ance or debt burden, the world’s third highest in
terms of debt-to-GDP ratio and the main reason
why Moody’s has also downgraded its credit rat-
ing. Economists are calling for other reforms to
boost revenue and stop the debt rising, includ-
ing passing a budget, reforming the heavily sub-
sidized electricity sector, raising fuel tax and tax
collection and improving the investment envi-
ronment.

“They’ve gotten government working again,
they’ve gotten institutions moving again. The
hope is they start tackling those major issues
with the same seriousness and effectiveness,”
said Wissam Harake, a World Bank economist
based in Beirut. Until Aoun was elected on Oct.
31 last year, Lebanon had gone nearly two-and-
a-half years without a president because parlia-
ment was unable to agree on a candidate.

Since then, Prime Minister Saad Hariri’s gov-
ernment has taken steps to improve stability
and boost the economy by agreeing legislation
intended to kick-start the development of its

oil and gas industry and passing an electoral
law paving the way to a parliamentary election
next year.

“The stable outlook reflects the return to a ful-
ly-functioning government, which will support
reform momentum going forward,” Moody’s said.

Infrastructure
Economic growth has been battered by six

years of war in neighboring Syria and political
divisions, slowing to just over 1 percent a year
from an average of 8 percent before the Syrian
war, officials have said. Lebanon’s debt has also
risen strongly since Syria’s civil war began in
2011. Moody’s says the debt-to-Gross Domestic
Product ratio, which indicates a country’s ability
to pay back its debt, will reach almost 140 per-
cent in 2018. “Recent fiscal reforms are very
unlikely to reduce the deficit in 2017 and 2018 ...
further action will be needed to reverse the ris-
ing debt trajectory,” Moody’s said on Saturday,
changing its rating to B3 from B2.

With revenues and growth low, the country
relies on deposits made into local banks by mil-
lions of expatriate Lebanese. The banks buy gov-
ernment debt which finances the expanding
budget deficit and debt. But deposits are sensi-
tive to political risk and economists say the gov-
ernment needs to generate higher revenues and
boost growth to put the economy on a firmer
footing. Debt interest payments in 2016 account-
ed for about 48 percent of Lebanon’s domestic
revenues, up from 38 percent in 2014, said
Harake, the World Bank economist.

With large sums spent on subsidizing the anti-

quated electricity sector, Lebanon has little rev-
enue left to upgrade water, telecoms, roads and
other crumbling infrastructure needed to
encourage tax-generating industry and growth.

Central Bank role 
The International Monetary Fund wants the

government to raise taxes, particularly on fuel,
and strengthen tax compliance to stem debt
growth but Lebanon’s business community says
the proposed increases would undermine
growth. Garbis Iradian, chief Middle East and
North Africa economist for the Institute of
International Finance, a global association of
financial institutions, said the increases might
result in some short-term inflationary pressure
but were needed.

“Lebanon is undertaxed,” he said, comparing
it to countries such as Turkey, Morocco and
Jordan. Lebanon’s central bank quietly steered
policy in the absence of political leadership,
using stimulus packages and costly financial
engineering to keep foreign reserves stable
and growth ticking over. Central bank Governor
Riad Salameh has said he will stabilise the
economy for “as long as it takes” for the govern-
ment to become more effective, pass a budget
and tackle the structural deficit.Financial
sources say confidence in Salameh is high, but
economists and bankers have said the central
bank cannot carry the burden indefinitely.
“Without the government coming in with
structural reform then monetary policy or cen-
tral bank activity by itself cannot solve long-
term structural issues,” Harake said. — Reuters
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KUWAIT: Zain, the leading telecommu-
nications company in Kuwait,
announced the winners of the fourth
and final week draw of its “Win Cash
Daily” campaign, which offered postpaid
customers a chance to win daily and
weekly cash prizes as well as a grand
cash prize of KD 5000.  

Zain announced Anowar Hossain
winner of the KD 5000 grand prize, as
well as the winners of the KD 350 daily
cash prize: Shamlan Eisa Hussain
Alharban, Basel Abdulkareem Mahmoud
Yaseen, Majed Abdulrahman Majed
Alzuabi, Ali Ahmad Mahmoud Fenahi,
Naser Tareq Ahmad Alayoob, Sali
Mohammad Abdulhameed Ahmad,
Aqeel Ali Abd Hassan, and Ahmad Eissa
Alenezi. The company also announced
the winner of the KD 1000 weekly cash

prize: Ahmad Nader Ahmad Ibrahim. 
Zain launched this new campaign in

partnership with Samsung Al-Babtain as
part of its strategy to reinforce its rela-
tionship with its postpaid customers.
The company is keen on offering the
biggest campaigns and promotions
along with the latest technologies to its
customer base, considered the largest in
the country. 

The campaign ran for four weeks,
where draws were held on a daily basis.
Today’s announcement is a testament of
Zain’s tireless efforts in rewarding its cus-
tomer base, further reinforcing its leader-
ship position. The campaign further
demonstrates Zain’s pivotal role in
Kuwait’s telecom sector, sparing no effort
in introducing exceptional offerings for
technology and smartphone enthusiasts. 
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PARIS: French Economy Minister Bruno Le Maire is escorted by Medef head Pierre Gattaz (R) during his visit to the Medef ‘summer university’
meeting in Jouy-en-Josas yesterday. —AFP

BERLIN: Ryanair CEO Michael O’Leary, who has expressed an interest in buying up
parts of insolvent German airline Air Berlin, distributes press releases to journalists
prior to a press conference in Berlin yesterday. — AFP

BERLIN: Ryanair chief executive Michael O’
Leary yesterday said his airline would not
make a bid for insolvent Air Berlin, slam-
ming what he called a German “stitch-up”
designed to benefit Lufthansa.

Several airlines are jostling to take over
parts of Air Berlin after it filed for insolven-
cy earlier this month, a process Ryanair has
been fiercely critical of. The chief executive
of the Irish no-frills airline said at a press
conference in Berlin that Ryanair would
only join the scramble for assets if it “was a
fair and open process”. “But we are not get-
ting involved in this process because it is a
stitch-up,” O’Leary said.

Air Berlin filed for insolvency after main
owner Etihad Airways suddenly pulled the
funding plug following years of losses. The
German government then stepped in with
a 150-million-euro ($180-million) bridging
loan to keep the carrier’s planes flying for
the coming weeks.

O’Leary accused the government and
the two German airlines of conspiring to
allow Lufthansa to take over a debt-free Air
Berlin in violation of anti-trust rules,
charges the government rejects.

The pugnacious Ryanair boss said
awarding Air Berlin to Lufthansa would
give Germany’s flagship carrier control over
“95 percent of the domestic market”.

This would make Lufthansa “not just a
German champion but a German monster
who will increase the cost of air travel for
millions of Germans for the next 10, 15, 20
years”.

German newspaper Bild has reported
that Lufthansa-which already leases 38 of
Air Berlin’s 140 planes-could buy up to 70
aircraft with as many as 3,000 crew for its
low-cost subsidiary Eurowings.

Other interested airlines cited in media
reports include package holiday firm TUI,
British low-cost carrier EasyJet and Thomas
Cook subsidiary Condor, as well as Bavarian
entrepreneur Rudolf Woehrl.

German Economy Minister Brigitte
Zypries said last week that “for competition
reasons, no single company can take over
Air Berlin”. Ryanair has lodged complaints
with German and European Union anti-
trust authorities, urging them to investi-
gate the “obvious conspiracy playing out in
Germany”. — AFP
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Ethiopian Airlines in talks 
to take over Arik Air

ADDIS ABABA: Africa’s largest and most profitable airline
says it is negotiating to take over management of West
Africa’s largest airline, the Nigeria-based Arik Air. Ethiopian
Airlines’ head for international services, Esayas
Woldemariam, tells The Associated Press that the negotia-
tions follow a request by Nigeria’s aviation ministry.
Nigeria’s government took over Arik Air early this year after
it declared heavy losses. “We definitely are willing and able
to take over the management of Arik Air,” Esayas said yes-
terday. Ethiopian Airlines is one of Africa’s largest airlines.
Taking over Arik Air’s management would give the airline a
major presence in Africa’s most populous nation and one
of the continent’s top economies and oil producers. Latest
official figures from Ethiopian Airlines say it generated total
revenues of close to $3 billion in 2016. —AP 

Higher fuel costs pile
heat on Chinese airline 

SHANGHAI: Asia’s biggest carrier China Southern
Airlines said higher jet fuel costs clipped its profit in the
first half, while China Eastern earnings rose but only
with the help of a one-off asset sale. Net profit at state-
owned China Southern dropped 11.1 percent year-on-
year to 2.77 billion yuan ($420 million) in January-June,
the carrier said late Tuesday in a statement to the Hong
Kong stock exchange, where it is listed. Its bottom line
was hit by a more than 30 percent rise in operating
expenses due to higher jet fuel costs, which offset rev-
enue gains, the Guangzhou-based airline said. 
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Buffett becomes top 
shareholder in BofA

WASHINGTON: American billionaire Warren Buffett’s
Berkshire Hathaway group has officially become the top
shareholder in Bank of America after exercising its right to
buy 700 million shares at a discount. Buffett had received
the warrants in 2011 after investing $5 billion in the bank,
which was suffering at the time from the fallout from the
global financial crisis.  Bank of America said Buffett had
acquired the shares for about $7.14 each-well below their
Tuesday closing price of $23.58. Buffett’s investment is now
worth $16.51 billion, meaning he has made a capital gain
of nearly $12 billion. “In 2011, we welcomed Berkshire
Hathaway as a shareholder, and we appreciate their contin-
ued support now as our largest common shareholder,” the
bank’s CEO Brian Moynihan said in a statement.

MEXICO CITY: Mexico sees a serious risk
the United States will withdraw from NAF-
TA and is planning for that eventuality,
Economy Minister Ildefonso Guajardo said
on Tuesday, calling talks to renegotiate
the deal a “roller coaster” that could lead
to an impasse.

US President Donald Trump has threat-
ened three times in the past week to
abandon the North American Free Trade
Agreement, revisiting his view that the
United States would probably have to
start the process of exiting the accord to
reach a fair deal for his country.

Trump has vowed to get a better deal
for American workers, and the lively rhet-
oric on both sides precedes a second
round of talks starting on Friday in Mexico
City to renegotiate the 1994 accord bind-
ing the United States, Mexico and Canada.

“This is not going to be easy,” Guajardo
said at a meeting with senators in Mexico
City. “The start of the talks is like a roller
coaster.” “Next Friday there is the possibili-
ty that we find an impasse, the possibility
that this does not advance, we can’t rule
that out,” he said.

Guajardo has previously estimated a
60 percent chance the talks would be
wrapped up by an ambitious soft dead-
line for January, a date Mexico said was
important to avoid the talks becoming
politicized ahead of its July presidential
election.

“NO NAFTA”
The need for a back-up plan in case

Trump shreds the deal underpinning a
trillion dollars in annual trade in North
America has been a long-standing posi-
tion of the trade minister, who travels to
Washington on Tuesday with foreign min-
ister Luis Videgaray to meet senior White
House and trade officials.

“We are also analyzing a scenario with
no NAFTA,” Guajardo said. In an interview
published earlier on Tuesday in Mexican
business daily El Economista, Guajardo
said “there is a risk, and it’s high” that the
Trump administration abandons NAFTA.

Responding to Guajardo’s comments,
Canadian Prime Minister Justin Trudeau
said his government would continue to
work “seriously” to improve NAFTA.

Earl ier  this  month,  Guajardo told
Reuters a “Plan B” meant being prepared
to replace items such as some of the bil-
lions of dollars in grain Mexico imports
from the United States annually.

To that end, and to seek openings in
more markets, Mexico is hosting trade
talks with Brazil this week. Trade officials
are also discussing a possible replace-
ment for the Trans-Pacific Partnership
trade pact that Trump ditched after tak-
ing office.

Overlapping with the NAFTA talks,
Mexico will participate in separate trade
meetings with Australia and New Zealand
in Peru, and President Enrique Pena Nieto
travels to China this weekend.

Still, attempts to diversify trade will
not be easy.  Some 80 percent of  al l
Mexican exports go to the United States,
and economies such as Brazil and China
often compete with Mexico.

Guajardo also suggested World Trade
Organization tariffs that would kick in if
NAFTA crumbled would be more favor-
able for Mexico, a view held by many
Mexican experts who think trade with the
United States would survive the demise
of the 1994 deal.

“I don’t think it’s going to make that
much of a difference in terms of the trad-
ing relationship, said Andres Rozental, a
former Mexican deputy foreign minister.
“If we have to go to WTO tariffs, for us it’s
fairly straightforward.” Guajardo’s and
Videgaray ’s  tr ip to Washington was
announced after Trump not only threat-
ened to pull out of the trade deal, but
again said that Mexico would end up pay-
ing for  the wall  he wants to build
between the two countries.

Mexico has refused point blank to pay
for a wall. In January, after similar com-
ments led Mexico to scrap a summit with
Trump, the two sides agreed not to talk in
public about it. — Reuters
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NEW DELHI: India collected nearly $14.5
billion from a new goods and services tax
in its first month of operation, well beyond
government estimates, according to official
data. The government promised that the
national tax, which replaced more than a
dozen separate levies, would transform
India’s $2 trillion economy into a single
market for the first time.

In the first month of collection the tax
netted just short of $14.5 billion, some
$200 million more than forecast for July,
data from the finance ministry showed.

“We have exceeded the target,” Finance
Minister Arun Jaitley was quoted by the
Press Trust of India as saying on Tuesday.
More than 60 percent of businesses which
registered in July to comply with the new
tax had filed returns, the data showed.

Businesses had been nervous about the
imposition of the GST, which sets out four
different rates of between five and 28 per
cent instead of the one originally envi-
sioned. There were complaints that the roll-
out was rushed and businesses were
unclear about what to charge for goods
under the new tax regime. Some sectors
went on strike.Prime Minister Narendra
Modi held a special midnight session of
parliament-boycotted by the opposition
parties-to launch GST which he called “a
good and simple tax”.

But changes are still being made one
month afterwards. The government
Wednesday approved a tax increase on lux-
ury cars and sports vehicles, above and
beyond the 28 percent GST already
slapped on these vehicles. —AFP 
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