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T-Mobile, Sprint to merge,
push superfast 5G network 

NEW YORK: US stocks rose yesterday as strong earn-
ings reports from McDonald’s and a slate of merger
announcements lifted sentiment, while inflation worries
were kept in check after tepid data on U.S. income and
spending. McDonald’s jumped 4.7 percent after the
world’s biggest food chain reported a better-than-
expected rise in sales at its restaurants.

The consumer discretionary index was up 0.8 per-
cent, which led the gains among the 11 major S&P sec-
tors. Shares of oil refiner Andeavor surged 15.9 per-
cent, the biggest gainer on the S&P 500, after rival
Marathon Petroleum agreed to buy the company for
more than $23 billion. Marathon’s shares were down
4.2 percent.

The main indexes are on track to record their first
monthly gain since January as strong quarterly earn-
ings take the lead, even as investors weigh concerns
about rising interest rates and inflation.

“If the previous several weeks of earnings season
are any indication, corporate results should continue to
act as a buffer to any meaningful turn lower in equity
markets,” noted Peter Kenney, senior market strategist
at Global Markets Advisory Group, in New York.
“However, the principal threat to equity markets
remains rising interest rates.” US bond yields edged
lower after data showed March personal income rose
0.3 percent, lower than estimates of 0.4 percent.

On the consumption side, personal spending in
February was lowered to 0.3 percent, from the previ-
ously reported 0.4 percent.

Focus will turn to the Federal Reserve, when it
meets on May 1 and 2 to discuss monetary policy.
Though the central bank is not expected to raise rates,
investors will be on the watch for clues about inflation
and the pace of future rate hikes. Despite strong
results, warnings from some large US manufacturers
about escalating costs going forward, had investors
worried that profit margins may get squeezed. Of the
267 S&P 500 firms that reported first-quarter earnings
as of Friday, 79.4 percent topped profit expectations,
according to Thomson Reuters data. That lifted the
estimate for earnings growth to 24.6 percent from
about 18 percent at the start of the season.

At 10:01 am ET, the Dow Jones Industrial Average
was up 156.55 points, or 0.64 percent, at 24,467.74,
the S&P 500 was up 9.81 points, or 0.37 percent, at
2,679.72 and the Nasdaq Composite was up 34.40
points, or 0.48 percent, at 7,154.20.

Investors are also keeping an eye on developments
around the $26 billion takeover of wireless carrier
Sprint by T-Mobile announced on Sunday, which needs
to clear five regulatory hurdles.

Sprint fell 12.8 percent, while T-Mobile was down
5.1 percent. Allergan Plc reversed course to fall 1.6 per-
cent after its quarterly profit topped Wall Street esti-
mates. Technology stocks were the biggest boost, led
by Apple’s 2.4 percent rise ahead of its results today.
Advancing issues outnumbered decliners for a 1.75-to-
1 ratio on the NYSE and for a 1.64-to-1 ratio on the
Nasdaq. The S&P index recorded 16 new 52-week
highs and four new lows, while the Nasdaq recorded
35 new highs and nine new lows.

Boursa Kuwait
Boursa Kuwait ended yesterday’s session with the

All Market Index rising by 11.91 points and settling at
4,793.7 points.  This index trade volume amounted to
88.18 million, in 3,855 spot deals, valued at KD 14.18
million ($46.7 million).

Main Market Index rose 20.06 to 4,822.6 points,
with stock volume at 63.91 million shares, in 2,293 spot
transactions, valued at KD 3.2 million ($10.5 million).
Premier Market Index rose 2.4 to 4,777.1 points, with
stock volume standing at 24.2 million, in 1,562 dealings,
valued at KD 10.9 million ($35.9 million). —Agencies

Wall St rises 
on earnings, 
M&A boost

WASHINGTON: US wireless operators Sprint and T-
Mobile will form a new company and push development of
a super-fast 5G network, the heads of both firms said on
Sunday.

The announcement came months after the two compa-
nies called off merger talks when they failed to clinch
mutually agreeable terms. “I’m excited to announce that
@TMobile & @Sprint have reached an agreement to come
together to form a new company-a larger, stronger com-
petitor that will be a force for positive change for all US
consumers and businesses!” T-Mobile CEO John Legere
announced as part of a series of tweets about the tie-up.

T-Mobile, a division of Germany’s Deutsche Telekom,
and Sprint-a subsidiary of Japan’s SoftBank-are at present
the third and fourth largest US wireless operators, respec-
tively. 

Together they would have about 131 million subscribers,
virtually matching second-ranked AT&T and posing stiff
competition to market leader Verizon Communications.

Sprint chief executive Marcelo Claure also used Twitter
to announce “some incredibly exciting news - @Sprint and
@TMobile are joining forces.” He said they will “combine
to create the most disruptive US carrier!”

In a video posted online the long-haired Legere and
Claure, wearing a T-shirt, appeared side-by-side.

Legere said “the New @TMobile will be the ONLY
company able to bring a broad & deep nationwide 5G
network-something no US wireless company could
achieve alone in the critical early years of 5G.” 

In its first three years, the new firm will be able to invest
around $40 billion, “nearly 50 percent more than both of
us invested in the last three years,” he said.

‘20,000 lost jobs’ 
Legere announced that he would lead the new compa-

ny as CEO, while T-Mobile’s chief operating officer Mike
Sievert would be president.

T-Mobile is one of the biggest earners for its German
parent. In 2017, it added 5.7 million net new customers
compared with 8.2 million the previous year, but the
hoped-for merger with Sprint fell through in November. At
that time, the Communication Workers of America union
had warned that a merger would result in the loss of at
least 20,000 US jobs through store closings and other
consolidation, while also harming consumers.

The two firms had previously held talks in 2014 on a
merger but ended discussions in the face of opposition
from US regulators. 5G or fifth-generation wireless com-
munication networks would enable services such as smart
cities, remote surgery and driverless cars.

The networks would allow customers to experience
video and virtual reality with greater ease.

Claure, who is also a partner in David Beckham’s Miami
Major League Soccer franchise, said “the difference
between 4G and 5G is the difference between black-and-
white TV and color TV.”

The first commercial 5G roll-outs begin this year and
next in the United States, Korea and Japan, but industry
players have cautioned development of 5G still has a long
way to go.

In February China’s Huawei unveiled what it said is the
world’s first commercial chipset to meet the standards of
5G wireless networks.  An unusual move by US President
Donald Trump earlier this year to block a proposed
takeover of Qualcomm by a chip rival then based in
Singapore highlighted growing concerns about the rise of
Chinese competitors.

Trump’s order made no mention of China, but a letter
from the US Treasury Department warned that the mooted
takeover by Broadcom might hurt US leadership in 5G. 5G
will account for 14 percent of global wireless connections
by 2025, according to GSMA, the global mobile operators
association. Deutsche Telekom CEO Timotheus Hoettges
has estimated the cost of providing 5G networks in

Europe alone will be €300-500 billion ($363-606 billion).
The telecoms industry will invest $275 billion in the United

States to develop 5G networks there, Claure said at the
Mobile World Congress in Barcelona in February. —AFP

This combination of file pictures created yesterday shows the T-Mobile logo and a Sprint cell phone company logo.—AFP

A force for positive change for all US consumers, businesses: Legere

Beancounting:  The
EU’s  ‘coffee-a-day’ 
new budget
BRUSSELS: The European Commission will unveil pro-
posals tomorrow for the Union’s next seven-year budget,
starting in 2021. Worth over a trillion euros (dollars), the
costs of EU membership played a role in Britain voting to
quit the bloc. However, EU leaders insist that spending
just about one percent of total income-roughly equal to
the cost of one cup of coffee a day for 440 million citi-
zens-brings benefits for security, stability and prosperity.

Here are answers to key questions:
DOES BREXIT MAKE A DIFFERENCE?
Absolutely. Despite a large and much envied British

rebate, the loss of the EU’s second-ranked economy will
leave a hole of at least 10 billion euros a year. Rich states
such as the Netherlands and Sweden insist they do not
want to pay another cent and demand that the budget
shrink. They have, however, lost an important ally since
Britain was a driving force behind previous cuts. Poorer
countries which are net recipients of EU cash, such as
Poland, have warned that they will not accept less from
Brussels.

WHAT IS THE BUDGET FOR?
The 2014-20 budget or Multiannual Financial

Framework (MFF) is 1.1 trillion euros or 155 billion a year
and, when agreed in 2013 was worth 1.03 percent of the
bloc’s economic output. It represents 2.2 percent of public
spending in the 28 EU states.

Most goes on subsidising farmers, improving poorer

regions and promoting cooperation across the bloc. About
39 percent goes on farm support, rural development and
related areas and 34 percent on economic, social and
regional cohesion. Lawmaking and administration costs
about 10 billion euros a year, or 6 percent.

WILL THAT CHANGE?
Yes. Budget Commissioner Guenther Oettinger has

promised to propose spending at least as great as at pres-
ent despite Brexit-at least 1.1 percent of the EU’s Brexit-
diminished output and possibly close to 1.2 percent-he
calls it “1.1x percent”.

EU leaders expect to put more cash into:
● Policing frontiers to control immigration-one source

told Reuters the Commission will propose quintupling
spending on border guards to 25 billion euros over 2021-7;

● Science and technology research and cooperation;
● Joint EU defence projects, especially on procurement.
To make room for that, Oettinger has spoken of cuts of

about six percent in spending on agricultural and regional
support.

SO THAT’S ALL SETTLED?
Far from it. The last MFF negotiations went down to the

wire, taking two and a half years of haggling. Member
states and the European Parliament are set for tough talks,
though there is an informal deadline of agreement in the
middle of next year.

Germany and France, the biggest paymasters putting in
19 and 17 percent of the budget respectively, are ready to
plug some of the Brexit gap if the budget suits their new
priorities. Paris, for example, wants to see some budget
allocated to the 19-member euro zone as part of plans to
bolster the EU single currency. With its traditionally strong
farm lobby, France is also likely to defend farmers from
pressure to cut back on EU subsidies.

WHAT’S THE BIGGEST FIGHT?
Aside from possible reforms to the farm budget, offi-

cials expect the biggest fight to be one that pits poor, ex-
communist countries in the east against rich net contribu-
tors in the west over what Brussels sees are threats to
democracy and the rule of law, notably in Poland and
Hungary. Leaders there deny they are breaking EU laws
and values to entrench their own power.

EU officials have told Reuters their proposals include a
dramatic novelty which will tie disbursement of EU funds
that via national and regional governments to authorities’
provision of functioning judicial systems capable of
enforcing EU rules. Expect Poland and Hungary to lead a
vocal push back. —euters

SOFIA: French Minister for the Economy and Finance Bruno
Le Maire speaks as he gives a joint press conference with
German Finance Minister after an informal meeting of eco-
nomic and financial affairs ministers (ECOFIN) at the National
Palace of Culture in Sofia—AFP

Weak inflation 
data is hurdle on 
ECB’s way out 
of easy money 
FRANKFURT/BERLIN: Consumer
prices in Germany, Italy and Portugal
grew less than expected in April, data
showed yesterday, raising fresh ques-
tions about the European Central
Bank’s plans to wean the eurozone off
its supply of easy money.

The ECB has been widely expected
to wind down its 2.55 trillion euro
($3.08 trillion) bond-buying program
by the end of the year and its
President, Mario Draghi, expressed
confidence in the economic outlook
after last week’s policy meeting. But a
string of softer-than-expected eco-
nomic indicators since the start of the
year has been casting a shadow on the
ECB’s plans, which are predicated on
euro zone inflation hovering around 1.5
percent in the remainder of the year.

“The market is starting to doubt
and the (economic) numbers confirm
that,” Kenneth Broux, an analyst at
Societe Generale, said. “You’ve seen
negative surprises throughout Q1
and you need to see the trend turn.”
Price growth in Italy and Portugal
was a paltry 0.6 percent and 0.4
percent respectively this month,
according to preliminary estimates
published yesterday.

Germany’s reading was closer to
the mark at 1.4 percent but still came
in below analyst expectations, raising

the prospect of a new disappointment
when data for the euro zone as a
whole is published on Thursday. “For
the ECB, today’s German inflation
data will not make life any easier,”
Carsten Brzeski, an economist Dutch
bank ING said.

“The decision on the nitty-gritty
details of QE tapering could become
complicated.”

One key issue will be the uneven
picture in different countries, with
Germany closer than most to the ECB’s
target of just under 2 percent. ECB
policymakers from Germany and the
Netherlands have long called for a
rapid winding down of bond purchas-
es, which would then pave the way for
higher interest rates. “We’re definitely
in the comfort zone for consumers,”
Uwe Burkert, an economist at German
regional bank LBBW, said.

Yet Spanish inflation data had dis-
appointed on Friday at 1.1 percent,
while France provided the only positive
surprise with a reading of 1.8 percent.

Following the mixed readings,
economists at Barclays cut their euro
zone inflation forecast for April by 10
basis points to 1.3 percent yesterday,
bringing it in line with the median
estimate in a Reuters poll of econo-
mists. Not all data was weak yester-
day, however, with loans to euro zone
households growing at their fastest
pace since 2008 at 3 percent year on
year in March, and credit to compa-
nies also accelerating to 3.3 percent. 

But a broader indicator of money
circulating in the currency bloc, which
often foreshadows future lending
activity, slowed sharply, likely reflect-
ing reduced bond purchases from the
ECB, and German retail sales unex-
pected shrank. —Reuters

Supermarket 
merger carries 
LSE stocks
higher
LONDON: The prospect of a supermarket
mega-merger helped carry the London
stock market higher yesterday. Earlier, Hong
Kong led a rally across most Asian markets
as traders brushed off a slowdown in the US
economy, while the boost from last week’s
historic North-South Korea summit contin-
ued to support Seoul and the won.

“A genuinely game-changing deal in the
supermarket sector was the main highlight”
for London’s benchmark FTSE 100 index,
said Spreadex analyst Connor Campbell.
Britain’s second and third biggest super-
market chains Sainsbury’s and Walmart-
owned Asda have agreed to merge, the
pair said Monday, hoping to create a £13-
billion ($18-billion, 15-billion-euro) retail
king and leapfrog UK number one Tesco.
Sainsbury’s stock shot up 16.3 percent to
313.80 pence in London afternoon deals,
while Tesco was down 1.0 percent at
235.80 pence. Asda is not listed.  Walmart
shares slid 0.7 percent in opening trading
in New York to $87.29.

Shares in T-Mobile and Sprint tumbled
at the opening bell as investors got cold
feet over the prospects US regulators
would approve allowing the number of
national network operators to drop to
three. T-Mobile shares fell 3.4 percent to
$62.32 while Sprint shares slumped 10.9
percent to $5.79. A previous effort by the
firms to merge in 2014 was abandoned
after the Obama administration signaled it
was unlikely to approve. Investors across
the globe meanwhile continued to react to
data Friday that showed US growth had

slowed in January-March. Despite the
update, tech firms on Wall Street won pre-
weekend support after healthy earnings
figures from Amazon, Microsoft and Intel.
The positive lead from New York provided
some much-needed help Monday to Asian
tech firms, which had been hammered in
recent weeks by worries about the lucrative
smartphone market. Hong Kong-listed AAC
Technologies and Tencent each posted
healthy gains, while in Taipei Apple suppli-
ers TSMC was also sharply higher.

On broader markets Hong Kong ended
1.7-percent higher, with a better-than-
forecast Chinese factory activity reading
also providing support as it eased con-
cerns about a slowdown in the mainland
economy. Seoul added 0.9 percent while
Sydney gained 0.5 percent. Tokyo and
Shanghai were closed for public holidays.

Geopolitical glow 
South Korean traders remain upbeat

after Friday’s meeting between President
Moon Jae-in and Kim Jong Un, which
fuelled hopes for peace on the peninsula
and for Pyongyang’s possible denucleari-
sation. Adding to the positive news, Kim
said he would shut the North’s atomic test
site within weeks and invite American
weapons experts to verify its closure.  And
new US Secretary of State Mike Pompeo
said Washington had an “obligation” to
pursue peace.

The developments, which come weeks
before a planned summit between Kim and
US President Donald Trump, have helped
push the won up more than one percent
against the dollar.

Attention this week turns to the Federal
Reserve’s latest policy meeting.  While the
Fed is not expected to raise borrowing
costs, its statement Wednesday will be
scanned for clues about future moves. That
is followed by the release Friday of US jobs
figures for April, which will provide a fresh
look at the economy and give an idea about
the Fed’s monetary policy plans. —Reuters


