
EU deficit rules 
to remain 
suspended in 2022
BRUSSELS: Rules against over-
spending by EU governments will
remain suspended through 2022,
leaving more time for stimulus plans
to boost the economy to pre-crisis
levels, the European Commission said
yesterday. “The recovery remains
uneven and uncertainty is still high, so
economic policy must remain sup-
portive in both 2021 and 2022,” EU
Executive Vice President Valdis
Dombrovskis said.

The EU executive suspended the
public spending rules for national
governments in March 2020 as the
European Union sank into its deepest
recession since World War II, thanks
to COVID-19 restrictions.

Based on current forecasts, “the
general escape clause will stay acti-
vated in 2022 but no longer so as of
2023.” Trailing the strong recoveries
in the US and China, the economy in
Europe fell into a second recession
early this year and is not expected to
regain its pre-crisis form until later in
2022. The EU has been criticized for
doing less to boost its economy than
other powers, but has pinned its
hopes on a 750 billion euro recovery
program, whose effects should begin

to kick in later this year.
“A bleak winter is giving way to a

bright spring for the European econ-
omy,” EU economic affairs commis-
sioner Paolo Gentiloni said. 

‘Telling the truth’ 
Known as the Stability and Growth

Pact, the EU’s spending rules limit
deficit spending at three percent of
the overall economy and debt at 60
percent. The rules are often violated
but, while countries in theory risk
penalties for ignoring them, no gov-
ernment has ever been sanctioned.

The limit on debt is often overshot
even in normal times and 13 countries
are currently above the limit including
Italy, Spain and France where debt is

over 100 percent of GDP. The pact
mainly empowers the EU executive
and fellow member states to keep a
careful eye on how national govern-
ments run their budgets.

The commission, with the backing
of the member states, also signals
what reforms need to be carried out
in order to get a thumbs up from the
EU. The fiscal rules are however quite
controversial, with several member
states complaining that they are inef-
fective and outdated. 

There is also an argument over the
actual danger of running a high debt
when the financial markets seem to be
unbothered by the public debt piles
in countries l ike Italy, France or
Belgium. —AFP

Oil prices extend
rally as economic
recovery picks up 
LONDON: Oil prices extended their rally yesterday
on growing expectations for demand as the global
economy recovers, though equity investors trod
more cautiously amid lingering inflation fears.

While some countries are struggling in their bat-
tle with the coronavirus, the general mood among
dealers is upbeat with the global economy rebound-
ing sufficiently strongly as vaccines are rolled out
and parts of the planet slowly return to a semblance
of normality. And one of the biggest beneficiaries of
that is the crude market, with demand for the com-
modity picking up as people begin travelling again
and factories restart.

Both main contracts have rocketed from the dark
days of April last year-when they crashed in reaction
to the imposition of lockdowns around the world-
helped by top producers slashing output. But with
the world recovery now on track, the 23 nations of
the so-called OPEC+ oil producers’ group are con-
fident that demand will increase enough for them to

open the taps further.
On Tuesday, OPEC+ agreed to continue lifting

output in July, having started slowly doing so in early
May. “The demand picture has shown clear signs of
improvement,” said Saudi Energy Minister Prince
Abdulaziz bin Salman.

Russian Deputy Prime Minister Alexander Novak
said: “We see that demand has increased, that prices
have stabilized,” and spoke of a “normalization” of
the global economy.  That came after the
International Energy Agency said the second half of
the year could see a gap between demand and sup-
plies, which could push prices even higher. However,
the group gave little away about plans for August
and its views on the possibility of Iranian oil coming
back to the market if Tehran seals a nuclear deal
with world powers that will lift sanctions on the
country. WTI on Tuesday rose to $68.87 — its high-
est level since October 2018 — while Brent peaked
at $71.34, before they pared gains. They continued
to climb yesterday and observers suggest they could
break even higher.

US jobs in view 
The bump in oil has given a fillip to energy firms,

though broader markets in Asia struggled to build
on recent gains. Tokyo, Sydney, Seoul, Taipei and
Jakarta all rose, with Manila surging more than three

percent on reports the government plans to ease
some containment measures. However, Hong Kong,
Shanghai, Singapore, Mumbai, Bangkok and
Wellington dipped.

But in Europe, London, Paris and Frankfurt edged
upwards. The mixed performance followed a tepid
lead from Wall Street, with analysts saying a slow
rebound in US employment take-up dampened spirits.
Investors will be keeping a close eye on the release of
May jobs creation data this week, having been mas-
sively disappointed by April’s reading. —AFP

Zain signs partnership with PASS

G7 finance talks 
to seek deal on
corporate tax 
LONDON: Group of Seven (G7) finance chiefs
gather this week to hammer out an agreement on
corporate tax harmonization aimed at raising rev-
enues as economies recover from the coronavirus
pandemic. Finance ministers descend on London
Friday and Saturday, before a leaders’ summit the
following week that is to include US President Joe
Biden. Washington wants a minimum 15 percent
rate of corporate tax to prevent multinationals like
tech giants from gaming the system to boost profits.
The G7 will also discuss the post-COVID recovery,
climate change, and digital currency regulation.

Biden’s tax proposal has so far won broad sup-
port and a “political agreement” could be unveiled
this week, according to a European source. “We
are very close to concluding an international
agreement” which will lead to “a revolution in
international corporate taxation”, said German
Finance Minister Olaf Scholz. France and Germany
have backed the US initiative but Britain is on the
fence, calling for a wider package of reforms to
international taxation to target company incomes
more broadly.

‘Momentum hard to stop’ 
“If the G7 countries all support (a deal on cor-

porate tax), momentum will be hard to stop,” said
economics professor Jonathan Portes at King’s
College London. He dismissed talk of opposition
from low-tax nations such as Ireland, whose cor-
porate tax rate at 12.5 percent is one of the lowest
in the world, attracting a clutch of tech giants
including Facebook and Google.

“It’s unlikely to be a viable or sensible strategy
for these countries to defy a broad-based interna-
tional consensus that includes all the major
economies/vast majority of the EU,” Portes told
AFP. Arun Advani, an assistant professor of eco-
nomics at Warwick University, said a G7 deal
would also curb the damaging international rush to
slash taxes.

“This agreement ... removes pointless competi-
tion based on ‘tax arbitrage’: attracting companies
purely by reducing tax rates,” Advani said. Diego
Iscaro, a senior European economist at economic
data group IHS Markit, warned however that there
was a “decent chance” that proposals made at the
meeting “will be watered down in the future”.

G7 host Britain wants multinationals to pay tax-
es that reflect their operations. The UK government
however plans to raise its own corporation tax rate
to 25 percent from 19 percent to rebuild the
nation’s virus-battered finances.

‘Be brave’ 
Gabriel Zucman, an associate professor of eco-

nomics at the University of California, Berkeley,
called Tuesday for a corporate rate of at least 25
percent. Zucman calculates that a 25 percent rate
would collect an extra 170 billion euros ($208 bil-
lion) this year-or half of Europe’s total current cor-
porate tax revenue. “My message is: go ahead, be
brave,” the French academic told AFP, adding that
15 percent was “ridiculously low” by historical
standards.

“Countries that want to be ambitious must
agree among themselves on a high rate,” he said.
Kristalina Georgieva, managing director of the
International Monetary Fund, has praised Biden’s
15 percent proposal however, arguing that it would
unlock more resources for governments to invest in
areas like education, health or infrastructure.  This
week’s London meeting, taking place in person
owing to easing COVID-19 restrictions, comes
before the G7 Cornwall summit in southwest
England that is to start on June 11. British finance
minister Rishi Sunak has urged the G7 to foster a
“green and global economic recovery” from the
pandemic, ahead of the COP26 UN climate summit
in November in Glasgow. —AFP
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PUERTO LA CRUZ: An oil tanker is seen during sunset
in the Caribbean Sea off the coast of Puerto La Cruz,
Venezuela. —AFP

Business
KUWAIT:  Zain , the leading digi ta l  service
provider in Kuwait, announced the signing of a
partnership agreement with PASS, a Kuwait-
based app and the first smart parking manage-
ment system in the Middle East. The partnership
enables Zain’s postpaid customers to exclusively
enjoy cashless and ticketless parking and pre-
booking services without the need to continu-
ously top up within the app. 

Zain’s partnership with this unique platform
comes under the umbrella of its strategy that
closely focuses on enriching its digital partner-
ships ecosystem. The company aims at expand-
ing the portfolio of innovative services and solu-
tions it offers - including smartphone applica-
tions and unique online services -to meet the
needs and aspirations of its customer base, the
largest in the Kuwaiti market. 

Zain postpaid customers can now easily enjoy
the services PASS offers, including ticketless

parking and pre-booking parking spots, when
linking their PASS account with their Zain line,
without the need to continuously top up within
the app. Customers can simply choose Zain as
their favorite payment
opt ion within the app
and follow the instruc-
tions to link their PASS
account with their Zain
postpaid l ine .
Afterwards, parking fees
wi l l  be  automat ica l ly
added to the customer’s
monthly bill every time
they use the app. 

PASS, a  Kuwait-
based app, is the f irst
smart parking management system in the Middle
East, and was designed to make parking more
ef f ic ient  and hass le-free . The app uses

Automatic Number-Plate Recognition (ANPR)
technology to allow cars to enter and exit park-
ing lots with simplicity and ease without the
need for tickets, cash, or coins. In addition, PASS

offers a service for pre-
booking parking spots in
se lected locat ions  to
allow users to guarantee
a parking spot  before
their arrival. 

PASS is  current ly
avai lable  at  Al-Hamra
Tower, Kuwait  Souq,
Mubarakiya, Yaal Mall,
Wataniya Complex,
Shuwaikh 125, and
Baitak Tower. Pre-book-

ing services are available at The Avenues and
Murouj. A number of new locations are to be
added soon, including Crystal Tower, Souk Al-

Maseel, Terrace Mall, Mazaya Clinic, and Sun
City.  

By signing such digital partnerships, Zain
seeks to meet its customers’ needs and aspira-
tions through the offering of the latest innova-
tive services and technologies. The company is
always keen on offering the most advanced tools
to enhance its customers’ experience, and offer
them an unmatchable telecommunications expe-
rience on its largest network in Kuwait.

IMF and World 
Bank prioritize 
vaccine access 
WASHINGTON: After kicking their massive lending
powers into overdrive to help the nations hardest hit
by COVID-19 last year, the IMF and the World Bank
are now focusing on getting vaccines to poor coun-
tries to keep the pandemic from derailing the global
economic recovery.

Managing Director of the International Monetary
Fund Kristalina Georgieva is spearheading a $50
billion joint effort with the World Health
Organization to expand vaccine access, particularly
for impoverished nations that have struggled to get
the crucial jabs. Georgieva will tomorrow present
the proposal, which was unveiled late last month and
backed by the World Bank and World Trade
Organization, to finance ministers from the G7
wealthiest nations during a meeting in London.

Early in the COVID-19 crisis, the IMF and
World Bank warned the pandemic would set back
poor countries’ progress, causing increased
inequality and a resurgence of poverty. Now the
Washington-based lenders are sounding the alarm
that unequal access to vaccines will prolong a
pandemic that has already killed more than 3.5
million people worldwide.

Low-income countries have received less than
one percent of the doses administered to date,
resulting in a “dangerous divergence” in economic
fortunes, Georgieva warned.  As a result, it will take
years for some countries to claw their way back to
pre-pandemic levels. Economies in Latin America
and the Caribbean will not regain their previous per-
capita income until 2024, the IMF projected.

‘All the firepower’ 
The IMF and the World Bank “early on understood

that the crisis and the economic recession... would be
very broad and very deep,” said Homi Kharas, an
economist at the Brookings Institution.  They pushed
the G20 and private creditors to suspend debt pay-
ments for dozens of low-income countries. 

“That was the first major step in ensuring that the
pandemic didn’t trigger a debt crisis that could have
longer term consequences,” Kharas said in an inter-
view.  The IMF itself extended direct debt relief to 29
of its “poorest and most vulnerable members,” dou-
bled its emergency funding limits and tripled its con-
cessional resources.

“The IMF stepped up as never before, lending
some $110 billion to 84 countries since the start of
the pandemic,” fund spokesman Gerry Rice told AFP.
“Lending to sub-Saharan Africa in the first year of
the pandemic was 13 times the annual average.”

Meanwhile, the World Bank has committed over
$108 billion during the pandemic in more than 100
countries to respond to “the fastest and largest cri-
sis” in the institution’s history, the bank’s chief of
operations Axel van Trotsenburg said. “We are using
all the firepower we have,” he said in an email.

However, critics note that help for middle-income
countries has lagged. “These countries, including
many in Latin America, had really been almost left to
themselves, to their own devices,” since they are not
eligible for the debt service suspension initiative nor
the low-cost loans available to the poorest countries,
Kharas said.

On the table 
Georgieva herself recently recognized the need to

review lending criteria to reach these economies, but
the priority now has moved to the effort to immunize
at least 40 percent of the world’s population by the
end of the year and at least 60 percent by the end of
2022.  In the bid to ramp up vaccination programs,

“The World Bank has made $12 billion available... and
expects to have projects for around $4 billion in 50
countries by mid-year,” van Trotsenburg said.  But
observers are pressing the institutions to do more,
faster.  “The issue with the World Bank is their rate of
execution,” said Adnan Mazarei of the Peterson
Institute for International Economic, who added the
financing to date is “still a small amount.”

Since the start of the pandemic, the IMF “did a
very, very good job of quickly putting out some
money” with few conditions, he said. But now the
fund needs “greater strategic clarity” on the vaccina-
tion goal. Still, the $50 billion plan is a good sign, and
the IMF and other organizations should push to
“make sure it is on the table” at the two-day G7
meeting concluding Saturday, Mazarei said.

He notes US President Joe Biden’s administration
already has shown more support for the multilateral
initiatives than his predecessor, including one to boost
the IMF’s allocation of its reserve currency-Special
Drawing Rights-by $650 billion.  That proposal is
expected to be approved in coming weeks. —AFP

In this file photo, International Monetary Fund (IMF)
Managing Director Kristalina Georgieva speaks during a
joint press conference at the end of the Summit on the
financing of African Economies in Paris. —AFP
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