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Berkshire swings to big profit; 
Buffett laments Kraft Heinz

Who will succeed billionaire Warren Buffett?
OMAHA, Neb: Warren Buffett’s Berkshire Hathaway Inc
yesterday said gains in its stock investments fueled a big
first-quarter profit, while improved results from its Geico
auto insurer and BNSF railroad units boosted operating
results. Berkshire also said it repurchased $1.7 billion of its
stock in the quarter, reflecting Buffett’s troubles to find
better uses for the Omaha, Nebraska-based conglomer-
ate’s cash hoard, which now totals $114.2 billion.

Results were released as Buffett, 88, and Vice Chairman
Charlie Munger, 95, prepared to answer more than five
hours of questions from shareholders and analysts at
Berkshire’s annual meeting in Omaha, Nebraska, which
draws tens of thousands of people.

The $21.66-billion overall profit, or $13,209 per Class A
share, compared with a year-earlier net loss of $1.14 bil-
lion, or $692 per share, and a fourth-quarter net loss of
$25.39 billion. These results illustrate what Buffett has
called the “wild and capricious” and, in his view, meaning-
less swings caused by an accounting rule requiring the
reporting of unrealized stock gains with earnings, regard-
less of Berkshire’s plans to sell. Berkshire had $15.1 billion
of these gains in the first quarter.

Operating profit, which Buffett considers a better per-
formance measure, rose 5 percent to $5.56 billion, or
about $3,388 per Class A share, from $5.29 billion, or
$3,215 per share, a year earlier.

Analysts on average expected operating profit of about
$3,399 per Class A share, according to Refinitiv data.
Results excluded operating earnings tied to Berkshire’s
26.7 percent stake in Kraft Heinz Co because the food
company has not released its own audited quarterly
results, Buffett told reporters before the annual meeting.

Buffett also maintained that “we paid too much” for
Kraft Heinz, which was created in a 2015 merger between
Kraft Foods and H.J. Heinz, which Berkshire and Brazil’s 3G
Capital controlled.

In last year’s fourth quarter, Berkshire took a $3-billion
writedown on Kraft.

GEICO, BNSF
Geico saw pre-tax underwriting profit rise 14 percent

as rising rates and premiums offset higher accident claims.
BNSF’s profit rose 9 percent to $1.25 billion as higher
demand from the energy and industrial sectors offset low-
er volumes attributed to severe winter weather and flood-
ing. Among other businesses, the Berkshire Hathaway
Energy unit posted a 3-percent profit increase, while
earnings from retailing and services units increased 16
percent, despite a 19 percent revenue drop at See’s

Candies because Easter fell late. Berkshire owns more than
90 companies. Last month, Berkshire committed $10 bil-
lion to Occidental Petroleum Corp’s cash-and-stock bid
for Anadarko Petroleum Corp, which Chevron Corp also
wants to buy. The Berkshire investment is contingent on
Occidental completing its proposed purchase of Anadarko.
Berkshire’s Class A shares closed Friday at $327,765.61,
and its Class B shares closed at $218.60. 

Succession question
As the annual shareholder meeting of Berkshire

Hathaway got underway yesterday, a key question hangs
over the gathering: who will take the reins of the empire
built by 88-year-old billionaire Warren Buffett? 

“Warren Buffett is irreplaceable,” said Macrae Sykes, a
research analysts at Gabelli & Company.

But Meyer Shields, managing director at the investment
firm Keefe, Bruyette & Woods, was less concerned.

“Berkshire Hathaway can certainly survive without
Warren Buffett,” he said. After all the conglomerate is
made up of “mostly solid businesses that are only mini-
mally impacted by their ownership.” Investors are not
expecting major upheaval, since Buffett has taken steps
in recent years to carefully prepare for a leadership
change, although he has not made the plan public.
Among four likely candidates, there are two clear fron-
trunners: Gregory Abel, 57, and Ajit Jain, 67, who were
both promoted last year to the board of directors and
who are both known quantities who have been with
Buffett for decades. 

Leading candidates 
Abel joined the company in 1992 in the energy division,

and for more than a year has overseen all non-insurance
activities. Jain came on board in 1986 in the insurance divi-
sion, which he currently leads.

Also potentially in the running are Todd Combs, 48, and
Ted Weschler, 56, chosen by Buffett and his long-time
business partner, Charles Munger, 95, to handle the
group’s investments.

“That’s never been officially disclosed, but I suspect it
will be either Greg Abel or Ajit Jain... and probably the for-
mer, given his solid and growing exposure to Berkshire’s
non-insurance businesses,” Shields said.

Sykes agreed, noting that Jain “really likes to focus on
insurance businesses and... seems less interested in the
spotlight.” It is always possible a dark horse candidate
could emerge from the company’s board, which includes

fellow billionaire and Microsoft founder Bill Gates. One is
Tracy Britt Cool, 35, a Harvard graduate and Buffett’s
right-hand woman for the past 10 years.

Regardless of who the successor will be, Shields said
markets should at first “respond very negatively” to
Buffett’s absence, in part due to his unique status.

But it is also partly because Berkshire’s “exceedingly
weak” disclosures “have forced investors to rely more on
Mr Buffett’s carefully-managed public persona than on the
companies’ individual or aggregated earnings potential,”
Shield said. Gregori Volokhine, portfolio manager at
Meeschaert Financial Services, said Buffett’s presence
added 10 to 15 percent to the company’s share price, and
without him, that premium would “disappear.”

- More transparency? - 
In a little more than 50 years, “the Oracle of Omaha”

has built a juggernaut worth more than $530 billion, with
businesses that range from paint to railways to consumer
products, and include energy, clothing, insurance, banking
and fast food. Buffett never embraced the idea of passing
the baton to his children — Susan, Howard and Peter —
who are involved in many charities. 

Only Howard is listed in the Berkshire Hathaway orga-
nizational chart as a member of the board of directors. 

In 2011, Buffett told CBS that he wanted his son
“Howie” — who has joined in night patrols in Arizona to
prevent unauthorized immigrants from crossing onto
American soil — to succeed him as non-executive chair-
man of the board of directors. 

But even if the face of the company will change, its cul-
ture and investment strategy likely will remain marked by
the caution that has been so central to Buffett, the world’s
third richest person, analysts say. —Agencies

Gulf Bank extends 
warmest wishes 
on the occasion 
of Ramadan 
KUWAIT: Gulf Bank extends its warmest wishes, and
congratulations on the occasion of the holy month of
Ramadan to the Amir of the State of Kuwait, His
Highness Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah;
His Highness the Crown Prince, Sheikh Nawaf Al-
Ahmad Al-Jaber Al-Sabah; His Highness the Prime
Minister, Sheikh Jaber Al-Mubarak Al-Hamad Al-
Sabah; the government and the people of Kuwait.

Gulf Bank would also like to inform its customers
of working hours during the Holy Month of Ramadan.
The Bank’s network of 58 branches will be operating
from 10 am until 1:30 pm. As for the Bank’s Head
Office and supporting administrative departments,
working hours will be from 9:30 am until 2:30 pm.
The Bank will resume its regular working hours on the
first business day following the Eid Al-Fitr holiday.  

Gulf Bank’s Interactive Teller Machines (ITMs) will
continue to operate during regular hours, while the
Bank will continue to serve customers round-the-
clock through the Customer Contact Center. 

Venezuela CB 
moves forex 
operations to cash
CARACAS: Venezuela’s central bank has begun using piles
of cash rather than electronic transfer to sell foreign
exchange to local banks, according to five finance sector
sources, a sign of how the nation’s economy has become
increasingly primitive amid a hyperinflationary meltdown.

Foreign banks have become increasingly unwilling to
carry out Venezuela-related transactions amid a raft of US
sanctions, meaning the central bank is unable to carry out
such foreign exchange operations through foreign wire
transfers as would happen almost anywhere in the world,
the sources said.

Businesses for years bought hard currency that the
central bank transferred to them via foreign bank
accounts, and used the funds to import raw materials or
machinery. But they cannot carry out such transactions
with cash, because foreign providers rarely accept it, the

sources said. Banks are not interested in helping clients
get the funds into foreign accounts because doing so
could jeopardize their relationships with third-party cor-
respondent banks that are sometimes suspicious that
cash-related transactions could be linked to illicit activi-
ties, the sources said.

Firms instead use the euros to pay salaries or bonuses,
as inflation near 2 million percent has left employees
insisting that they not be paid in the battered local boli-
var currency. Some use the cash to pay dividends.
Venezuela increased the use of euros rather than dollars
in its foreign exchange operations following US sanctions
in 2017, citing the need to reduce dependence on the US
financial system.

“The best thing to do with (the euros) is to make cash
payments to employees,” said one of the sources, adding
that companies on average buy around 20,000 euros
($22,000) at a time.

The central bank and the information ministry did not
respond to requests for comment. Venezuela’s banks sell a
combined total of about 6 million euros per week in cash,
two of the sources said.

The banks send armored cars to the central bank to
pick up the cash, which is usually distributed in 20, 50 and
100 euro notes. The country’s 16-year-old currency con-

trol mechanism, originally created by late socialist
President Hugo Chavez, has for years sold hard currency
to businesses seeking it.

But the foreign exchange auction system called Dicom
has sold limited volumes in recent months, providing a
mere $1.1 million over the last two weeks, according to
official data.

The United States has hit Venezuela with several
rounds of sanctions, including measures that block
American banks from providing financing to the
Venezuelan government and put restrictions on the pur-
chase of oil by US firms.

The sanctions do not explicitly prohibit companies from
engaging in routine trade with Venezuela.

But the US Treasury Department in April slapped sanc-
tions on Venezuela’s central bank as part of the Trump
administration’s drive to dislodge President Nicolas
Maduro from power.

Companies have become increasingly worried about
the potential legal risks of any transactions associated with
Maduro’s government. Maduro says the government is
victim of an “economic war” led by political adversaries
and the administration of US President Donald Trump, and
accuses foreign media of exaggerating the country’s prob-
lems for political ends. — Reuters

Warren Buffett (C), CEO of Berkshire Hathaway, is surrounded by press and fans as he arrives at the 2019 annual
shareholders meeting in Omaha, Nebraska yesterday. 

Zambia’s finance 
minister says tax 
reforms needed 
to cut debt
LUSAKA:  Zambia will pay off all outstanding legitimate
VAT refunds, but plans to press ahead with a new non-
refundable sales tax despite criticism from some business-
es as it strives to cut debt, its finance minister said on
Friday. The proposed tax change in Africa’s second biggest
copper producing nation has upset the mining community,
which has said the country is deterring new investment it
desperately needs.

In a speech in Lusaka, Finance Minister Margaret
Mwanakatwe told business leaders, who are involved in
extended consultations over the tax change, that the move
was necessary to stop “debt escalation”. She also said it would
help pay outstanding refunds “and more importantly increase
revenue collection to support the government’s social devel-
opment programs”. The new sales tax was meant to have been
introduced on April 1, but has been postponed until July to
allow more consultation. Industry insiders have said the gov-
ernment owes an estimated $600 million in VAT refunds.

The International Monetary Fund has repeatedly
warned Zambia is struggling with high debts and shrinking
foreign currency reserves. Mwanakatwe said the govern-
ment was accruing about 1.8 billion kwacha ($140 million)
in VAT refunds every month.

“Why should the government go through this pain of
refunds every month? Do I need to go through that pain?
No. Let’s bring up a simpler, more efficient system,” she
said. Zambia last year announced a range of tax reforms,
leading some miners to warn of job losses, although some
threats have failed to materialize. In January, for example,
Canada’s First Quantum Minerals , scrapped plans to lay off
2,500 workers in Zambia, saying it would continue dialogue
with the government over the tax changes. Zambia is not
alone in seeking to change the terms of engagement with
its foreign investors. Neighboring Democratic Republic of
Congo, Africa’s biggest copper producer, and Tanzania
have also increased their tax demands. The acting CEO of
Zambia’s mining investment arm ZCCM told Reuters at a
mining conference in New York this week that he was
seeking to attract investment partners and Zambia was an
attractive long-term investment proposition. — Reuters

Turkmenistan 
airlines to resume 
flights to Europe
ASHGABAT, Turkmenistan: Turkmenistan’s national air carri-
er has scheduled flights to the United Kingdom and Germany
again following a ban imposed by European Aviation
Authorities. It was unclear yesterday if the ban dating back to
February had been lifted. But flights to the English city of
Birmingham and Germany’s Frankfurt beginning on June 1
appeared on Turkmenistan Airlines’ schedule late Friday. 

Flights were not listed to Paris, another destination the
airline flew to regularly.  “We have no confirmation regard-
ing Paris,” a Turkmenistan Airlines spokesman said yester-
day. The resumption of flights was not mentioned on the
European Aviation Safety Agency’s website as of Saturday
and AFP could not reach EASA for comment despite mul-
tiple attempts. 

Hundreds of passengers were left stranded in Britain in
February after the EASA suspended Turkmenistan Airlines
over safety concerns. The isolated Central Asian republic’s
flag carrier provides services from London and
Birmingham to the Indian city of Amritsar which are popu-
lar with Britain’s Punjabi community.

The UK Foreign Office said in a February travel adviso-
ry that EASA had “suspended Turkmenistan Airlines flights
to and from the EU pending confirmation that it meets
international air safety standards.” — AFP

Nasdaq ends at 
record as stocks 
cheers strong 
US jobs growth
NEW YORK:  The tech-rich Nasdaq powered to a fresh
record Friday as Wall Street cheered a much better than
expected US jobs report for April. European bourses also
advanced following the US report, which set unemploy-
ment at a 49-year low.

“No signs of a slowdown here,” said James Knightley,
chief international economist at ING.

The US economy added 263,000 net new positions in
April, well above the 200,000 forecast by analysts.
Unemployment fell two tenths to 3.6 percent but the
decline was in part because the pool of workers shrank
and fewer people were looking for jobs, pulling them out
of the labor force, the Labor Department reported.

Even with the positive attributes to the April jobs data,
the report showed wage inflation was measured, putting
little pressure on the US Federal Reserve to boost interest
rates, analysts said. “Neither too hot nor too cold,” said

Stephen Innes, head of trading at SPI, calling the US data
“another Goldilocks” payroll report. “The US economy
remains in the sweet spot with extremely robust labour
markets driving strong consumption growth but apparent-
ly without stoking the inflationary fires,” he said. The tech-
rich Nasdaq climbed 1.6 percent to 8,164.00, about two
points above a record earlier in the week.

Bourses in London, Paris and Frankfurt advanced mod-
estly. Despite the strong jobs data, FTN Financial’s Chris
Low pointed to a report from the Institute for Supply
Management that showed slowing services sector activity.
“I don’t think everything is quite as rosy as the jobs num-
bers suggest but for now traders are happy,” FTN
Financial’s Chris Low told AFP. 

Low said investors were also cheered by news that
Warren Buffett’s Berkshire Hathaway had invested in
Amazon, which jumped 3.2 percent. “It’s him (Buffett) sign-
ing off the on the US stock market rally,” Low said. “It’s not
like him to make a high-profile buy at a market top.” The
billionaire all-star investor disclosed the move in an inter-
view with CNBC. Buffett previously has lamented not get-
ting into Amazon at earlier stage, blaming “stupidity” for
missing the opportunity in a 2017 interview. In commodi-
ties trading on Friday, oil prices rebounded after falling
hard on Thursday in the wake of a surprisingly large build
in US oil inventories. Some analysts viewed the increase as
a reflection of the improved demand outlook for the US
following the strong jobs data. — AFP

NEW YORK: In celebration of Cinco de Mayo, a mariachi band performs on the floor of the New York Stock
Exchange (NYSE) on Friday in New York City. Stocks closed up nearly 200 points following news of a
strong jobs report. — AFP


