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Sheinbaum’s landslide victory sends

exican peso and stocks tumbling

e Ruling party retains power & Obrador ally pledges continuity & Margin of win unnerves investors

CHRISTINE MURRAY — MEXICO CITY
MICHAEL STOTT — LONDON

Ruling party candidate Claudia Shein-
baum will become Mexico’s first female
leader after a landslide election victory,
but the scale of her win unnerved some
investors who sold the peso fearing radi-
cal constitutional change.

Sheinbaum, a leftwing former Mexico
City mayor, triumphed by a margin of
more than 30 percentage points over
her nearest rival, entrepreneur Xochitl
Galvez of the main centre-right opposi-
tion alliance, according to official results
with more than 84 per cent of votes
counted yesterday.

A political activist and former climate
scientist, Sheinbaum campaigned on a
promise to continue the pro-worker pol-
icies of her close ally and mentor, Presi-
dent Andrés Manuel Lopez Obrador.
But when she takes office on October 1
she faces daunting challenges including
high murder rates, stretched public
finances and having to follow one of the
most charismatic and successful leaders
in Mexico's modern history.

After a campaign scarred by election-
related violence, Sheinbaum pledged in
her initial remarks to preserve democ-
racy, respect business freedom and
facilitate private investment.

“My government will be honest, with-
outinfluences or corruption; it will be a
government with republican austerity,”
she told supporters.

US secretary of state Antony Blinken
congratulated Sheinbaum on her “his-
toric victory as Mexico’s first woman
president”. Reflecting the importance of
the US-Mexico relationship for trade,
immigration and security, he said he
looked forward to working with her.

As Sheinbaum’s supporters cele-
brated in Mexico City’s historic central
square, the Mexican peso slipped 3.3 per
cent to 17.62 against the dollar, its lowest
level since November, while the IPC
stockindex was down 4.8 per cent.

Investors fretted that a bigger than
expected victory by Sheinbaum’s
Morena party, founded a decade ago by
Lopez Obrador, and two allied parties in
congressional elections also held on
Sunday increased the chance of consti-

tutional changes to eliminate some
checks and balances on government
power. “The result opens a scenario of
greater political risk and uncertainty for
the business climate,” said political risk
firm Integralia.

The opposition had suggested in the
days before the vote that it was doing
better than polls had indicated, so the
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The secret of Claudia
Sheinbaum’s landslide in
Mexicos presidential vote
can be summed up in

one word: redistribution

scale of its defeat came as a surprise.

Citi analysts described a “big discon-
nect between elite narrative and the
reality on the ground”, adding: “Lopez
Obrador’s successes in reducing poverty
and inequality, the extraordinary
increase in cash transfers, the increase
in real wages, and the domination of the
[political] discourse . . . made Morena
indomitable in thiselection.”

Mexico overtook China last year as
the biggest exporter of goods to the US.
But the president-elect faces Mexico’s
worst budget deficit since the 1980s, a
result of Lopez Obrador’s expanded wel-
fare programmes and big infrastructure
projects, such as a new oil refinery.

Sheinbaum must also tackle a wave of
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criminal violence, with nearly 220,000
people killed or missing during Lépez
Obrador’s presidency, guarantee the
rule of law and invest further to resolve
water and electricity shortages.

Sheinbaum, 61, has promised to hew
closely to the policies of Lopez Obrador,
a populist who doubled the minimum
wage and boosted social programmes.
He now has the chance to enact consti-
tutional changes he unveiled in Febru-
ary and wants to make before leaving
office. He can do so in September when
the new congress is sworn in, before
handing over to Sheinbaum.

Lopez Obrador could not run again as
the constitution prohibits re-election.
China dodges tariffs page 4
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election as the
country’s first

female leader
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» Ackman sells 10% of fund
ahead of potential listing
Billionaire Bill Ackman has sold a
stake in Pershing Square in a deal
that values the hedge fund at just
over $10bn. The sale is set to be
followed by an IPO that would
malke Pershing the first big fund
to go public in a decade.— PAGE 6

» Israel truce splits deepen
Ultranationalist finance minister
Bezalel Smotrich has threatened
to oust Benjamin Netanyahu
“with all strength and aggression”
if he accepts a US-backed plan to
end the war with Hamas.— paGE 2

» Farage enters UK election
Nigel Farage, the high-profile
Brexiter, has said he will stand for
Reform UK at the July election,
despite having ruled himself out
of the race less than a fortnight
ago.— PAGE 3; STEPHEN BUSH, PAGE 16

» Beijing accuses MI6

China’s spy agency has accused its
British counterpart of recruitinga
Chinese couple employed by a
“central national agency”. The
move follows a series of espionage
allegations in the UK.— pAGE &

» Fed official says hold rates
Neel Kashkari, head of the US
central bank’s Minneapolis arm,
has called for interest rates to be
held for an “extended” time,
warning against a cut before
inflation was reined in.— PAGE 4

» Shein makes IPO move
The online fashion group plans to
file confidentially for a London
listing, possibly in days, paving
the way for an offering after its
bid to float in New York stalled.

— PAGE 6; MARKETS INSIGHT, PAGE 11

» Violence fears raised

A policeman stabbed at a protest
against “creeping Islamisation” of
Germany has died of his wounds,
boosting concerns about political
violence days ahead of European
elections.— PAGE 2; BIG READ, PAGE 15

» Car testing probe in Japan
A government investigation has
uncovered faulty test data at five
carmakers, including Toyota and
Honda, in a scandal that has led
to the suspension of some vehicle
shipments.— PAGE 8; LEX, PAGE 18

Turkey struggles toreinin
runaway 75% inflation rate

Report » PAGE 2
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and Chipotle caught by trading glitch

GEORGE STEER — LONDON
NICHOLAS MEGAW AND
JENNIFER HUGHES — NEW YORK

The New York Stock Exchange said it
was investigating a technical glitch yes-
terday that led to dozens of trading
halts for US-listed companies and
exchange traded funds.

Class A shares in Warren Buffett’s Berk-
shire Hathaway appeared to plunge
99 per cent before a pause was initiated
that prohibits trading activity in
exchange-listed securities at prices out-
side specified price bands.

LSEG data appeared to record a hand-
ful of trades at a price of $185.10 per
share, compared with a previous price
of $621.484. By midday the stock had
resumed trading and was up 0.9 per cent
for the day. Berkshire’s B-class shares
traded as normal throughout.

The exchange’s rules allow traders to
claim compensation for “clearly errone-
ous” trades, and transactions at prices
that result from technical glitches have
been cancelled in the past. Last year
NYSE was forced to annul thousands of
trades after amanual error.

Inanupdate shortly after 11am, NYSE
said the problem had “been resolved”. It
blamed “a technical issue with industry-
wide price bands published by the [Con-
solidated Tape Association Security
Information Processor]”.

The CTA is an association of major
exchanges that manages the dissemina-
tion of trading data between venues.
The CTA oversees the SIP, which proc-
esses and consolidates data.

One person familiar with the situation
said the problems followed a planned
update to the SIP over the weekend.

Other stocks that were affected

shortly after the market open included
restaurant chain Chipotle and Barrick
Gold, the mining group. Bloomberg data
recorded multiple trades in Barrick
Gold at 25¢ per share, compared with
$17 per share beforehand. The majority
of securities resumed trading within an
hour, though Berkshire’s took longer.

The exchange said the glitch did not
appear to be the result of a cyber attack.

The incident comes days aftera prob-
lem with data feeds from index provider
S&P Global caused live figures for indi-
ces including the S&P 500 to disappear
from investors’ screens foran hour.

The recent trading issues follow a
move last week to shorten the window
for finalising trades on US exchanges,
known in the industry as T+1. However,
the person familiar with yesterday’s
outage said the issue was not linked to
thatupdate.
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Gaza war

Netanyahu faces new attack on ceasefire plan

Far-right coalition partner
threatens to oust PM if he
accepts US-backed deal

JAMES SHOTTER — JERUSALEM
NERI ZILBER — TEL AVIV

Israel’s rightwing coalition clashed yes-
terday for a third straight day over a US-
backed plan to end the war with Hamas,
with ultranationalist finance minister
Bezalel Smotrich threatening to oust
Benjamin Netanyahu “with all strength
and aggression” if he accepted it.
Smotrich, who heads one of two
extreme-right groups in Netanyahu’s
five-party coalition, said the proposal
set out by US President Joe Biden on Fri-
day was “dangerous” and “not binding

for the Israeli government”. He said: “If,
God forbid, the government decides to
adopt this offer of surrender, we will not
be part of it and will work to replace the
failed leadership with anewone.”

The broadside was the latest show of
anger from Netanyahu'’s far-right allies
about a possible deal, and came after
national security minister Itamar Ben-
Gvir accused Netanyahu of hiding
details of it from him, having also
threatened to dissolve the government
ifitwas enacted.

“We're talking about a draft of a reck-
less deal, as presented by the president
of the US — with an attempt to white-
wash it being conducted right now,”
Ben-Gvir said.

Netanyahu has insisted that he will
not agree to a permanent ceasefire

before Hamas is defeated and the hos-
tages it holds in Gaza are released. But
facing competing pressures from mem-
bers of his coalition government who
favour a deal, he has stopped short of
rejecting it outright.

“We will not be part of it
and will work to replace
the failed leadership’

Israeli minister Bezalel Smotrich

Yitzhak Goldknopf, leader of United
Torah Judaism, one of two ultraortho-
dox groups in Netanyahu'’s coalition,
said yesterday that his party would
“support any proposal that will lead to
the release of the hostages”, saying that

there was “nothing greater than the
value oflife”,

At the Knesset’s foreign affairs and
defence committee, Netanyahu said the
war could be “stopped for the purpose of
returning hostages” but what followed
would depend on “further discussions”,
adding that Biden had not revealed all
the details of a possible deal.

In a subsequent statement issued by
his office, Netanyahu insisted that the
government was “working in countless
ways to return our hostages”.

He said: “We have gone a long way to
return them while adhering to the
objectives of the war, first and foremost
the elimination of Hamas.

“We are insistent that we will achieve
both. This is part of the outline, not
something that I have just added. It is

not something that I have added
because of coalition pressure.”

In unveiling the possible deal, Biden
described it as an Israeli proposal under
which the fighting would be halted and
Israeli hostages held by Hamas in Gaza
released. The ultimate goal, he said, was
an end to the conflict.

The White House yesterday denied
there were any “gaps” between the US
and Israel over the plan. John Kirby, a
US National Security Council spokes-
person, said the initiative was the result
of intense diplomacy between Israel and
the US — and Washington had informed
the Israelis that Biden would speak
about it publicly. “We're confident that
itaccurately reflects . . . a proposal that
we worked with the Israelis on — so I
know of no gaps to speak of,” Kirby said.

Price growth

Minister says
Turkey’s
inflation has
peaked at 75%

AYLA JEAN YACKLEY — ISTANBUL

Turkey’s official inflation rate hit
75.5 per cent last month amid robust
spending by consumers undeterred by
hefty interest rate rises, but the govern-
ment said it believed price increases

had peaked.

Data released yesterday by the Turkish
Statistical Institute showed annual con-
sumer price inflation up sharply from
the 69.8 per cent recorded in April and
atits highest since November 2022.

The institute said price rises were
steepest in education, housing and res-
taurants. Economists had expected May
inflation to be just shy of 75 per cent,
according to polls by Bloomberg and
Reuters.

“The worst is behind us,” finance min-
ister Mehmet $imsek said in a post on
social media site X after the data was
announced.

“We are entering the disinflation
process. The permanent decline in infla-
tion will begin in June,” he added, pledg-
ing that the government would reduce
spendingto help rein in prices.

Policymakers expect an increasing
impact from cumulative interest rate
rises of 41.5 percentage points, to 50 per
cent, over the pastyear.

The effort to tame inflation through
higher interest rates was a dramatic
shift by President Recep Tayyip
Erdogan, who had previously forced the
central bank to keep rates low to stimu-
late the economy.

After entering his third decade in
power last year, Erdogan appointed
Simsek, who previously served as
finance minister, back to the post to
repair credibility with foreign investors.

Trade unions have warned that Tur-
key’s poor are paying the price of auster-
ity measures, estimating the hunger
threshold for a family of four in May was
about TL19,000 ($590) a month, more
than the minimum wage of TL17,000.

The central bank has kept its bench-
mark interest rate on hold at the past
two meetings and is testing other meas-
ures to curb loan growth. It expects con-
sumer price inflation to slow to 38 per
cent by the end of the year.

South Africa
ANC hints at
formation of
national unity
government

New reality: Cyril Ramaphosa,
second left, at the election results

announcement on Sunday
Chris McGrath/Getty Images

The African National Congress, still
reeling from the worst election result in
its history, yesterday began a frantic
round of talks aimed at buildinga
coalition that might involve the
formation of a national unity
government.

President Cyril Ramaphosa has
hinted at an alliance with parties other
than Jacob Zuma’s uMkhonto weSizwe,
or MK, the big winner in last week’s
vote which has campaigned expressly
on changing the constitution.

The ANC won just over 40 per cent,
well short of expectations and a drop of
17 percentage points from the previous
election in 2019, forcing it into talks
over a coalition agreement in order to
retain power.

People close to Ramaphosa said he
was leaning towards a broad
arrangement, possibly a unity
government, that would include the
market-leaning Democratic Alliance,
the second-biggest party, as well as the
Inkatha Freedom party, based in the
vital province of KwaZulu-Natal, the
second-most populous.

In a speech on Sunday, Ramaphosa
praised the vote as “free, fair and
peaceful”, adding that “our people
expect all parties to work together
within the framework of our
constitution”.

There is significant opposition within

the ANC to any alliance with the DA,
which many regard as a white pro-
business party. Paul Mashatile, South
Africa’s deputy president and a
possible challenger to Ramaphosa, is
opposed to a deal with the DA, which is
pressing corruption charges against
him.

Gwede Mantashe, the energy
minister who has backed Ramaphosa
in the past, might favour a pact with
Julius Malema’s Economic Freedom
Fighters, according to party insiders
and political analysts. The party, which
supports nationalisation and land
expropriation, was beaten into fourth
place by Zuma’s MK but, at 9.5 per
cent, still has nearly enough MPs to
give the ANC a working majority.

The ANC has 159 MPs in the new
parliament, with the DA on 87, MK 58
and the EFF 39. Other small parties,
including the Patriotic Alliance, with
nine seats, might be persuaded to join
an ANC-EFF alliance, according to
political analysts.

Malema has moderated his tone in
recent days in what many view as a
gambit to woo the ANC, which expelled
him more than a decade ago. He has
said that securing the finance ministry
and speaker of the National Assembly
for the EFF are the conditions for his
support.

Zuma, who has hinted at violence if

the election is not rerun, has said he
will not deal with the ANC unless it
sacks Ramaphosa, whom he blames
for hounding him through the
courts and out of the party. “MK
‘wants Ramaphosa’s head on a
chopping block,” said Mmusi
Maimane, leader of the small Build
One South Africa party.

An ANC insider said there was
deep division about which direction
to take. A move towards the DA
would be a victory for ANC
“reformists” but a defeat for those
who wanted a more radical
transformation of the economy.

Frans Cronje, a political analyst,
said the key to a national deal lay in
Zuma’s province of KwaZulu-Natal,
home to the majority of South
Africa’s Zulus.

South Africa’s biggest ethnic
group has largely thrown its weight
behind Zuma not because of his
policies, Cronje said, but the
perception that the former
president had been persecuted by
the ANC leadership.

“The ANC needs to send a signal
to the Zulu nation, ‘we respect you’,”
Cronje said. “That’s how you put the
pin back into the hand grenade of
KwaZulu-Natal.”

David Pilling and Rob Rose
Alec Russell see Opinion

Immigration

Police officer’s
death ignites
German fears
of political
violence

GUY CHAZAN — BERLIN

The death of a police officer at the
hands of a knife-wielding Afghan
migrant has raised deep concerns
about political violence in Germany
just days ahead of European parlia-
ment elections.

Chancellor Olaf Scholz yesterday vowed
forceful action against extremists of
every political persuasion, after the far
right Alternative for Germany used the
incident to stoke anti-immigrant fear.

“We will defend the rule of law and
our security with all means at our dis-
posal,” he said. Extremists from the left
and right “should expect us to deploy all
available means to confront them™

Police said the suspect, identified only
as Sulaiman A, attacked several people
in the south-western city of Mannheim
last week at an event organised by the
Pax Europa Movement (BPE), which
campaigns against what it calls the
“creeping Islamisation” of Germany.

Six people were injured in the attack,
including Michael Stiirzenberger, one of
the BPE’s leaders. The police officer, 29,
identified as Rouven L, was repeatedly
stabbed in the head and neck, and on
Sunday succumbed to his injuries.

AfD leaders Tino Chrupalla and Alice
Weidel said they were “worried about all
the officers who daily put their lives in
danger due to [Germany’s] failed immi-
gration and security policies”.

They said the AfD wanted “safe bor-
ders and a Fortress Europe”. Immigra-
tion from Afghanistan must stop, they
added, and Afghan refugees deported
backto their homeland.

Nancy Faeser, interior minister, said
the perpetrator must be “punished for
this murderous act with the full force of
the law. The motive is still being investi-
gated but it’s clear: our security services
are keeping a close eye on the Islamist
scene and will intensify this fight in the
future.”

The suspect is a 25-year-old man,
married with two children, who was
born in Afghanistan and came to Ger-
many as a refugee in 2014. Police have
not been able to question him yet
because he was hurt in the incident and
is receiving medical treatment.

German President Frank-Walter
Steinmeier said he was “deeply
shocked” by the police officer’s death,
saying the officer had “courageously
intervened to save people’s lives”.

He also expressed concern about the
“brutalisation of the political debate”
and the “increasing willingness [of some
people] in our country to resort to
violence. “It can’t go on like this,” he
said. “Violence endangers what has
made our democracy strong.”

The leader of the opposition, Chris-
tian Democrat head Friedrich Merz,
said the “murder must have tough con-
sequences, including for those who
sympathise with the perpetrator”.

The AfD’s youth wing, Young Alterna-
tive, held a protest in Mannheim on
Sunday under the slogan: “Remigration
would have prevented this crime.”

Remigration is an extremist term that
includes mass deportation of German
nationals withimmigrantroots.

In Mannheim, locals responded to the
AfD youth protest by organising a
human chain aimed at “counteracting
hatred and violence”.
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Middle East

Dozens register to stand in Iranian presidential election

NAJMEH BOZORGMEHR
TEHRAN CORRESPONDENT

Presidential hopefuls from across
Iran’s political spectrum have regis-
tered as candidates for the snap elec-
tion triggered by the death of Ebrahim
Raisi.

Dozens of hardline and reformist nomi-
nees had applied as registration for the
June 28 vote closed yesterday, including
current and former ministers and par-
liamentarians, the mayor of Tehran,
and three women candidates.

Leading candidates include Moham-
mad Bagher Ghalibaf, the hardline
Speaker of parliament, and Ali Larijani,
a former conservative head of parlia-
ment who played a significant role in the
2015 nuclear deal with world powers.

Saeed Jalili, a former nuclear negotia-
tor, represents the most radical seg-
ments of the hardline camp on the list of
those registered, while former first vice-
president Es’haq Jahangiri is the most
senior reformist.

The Guardian Council, the constitu-
tional watchdog responsible for vetting
candidates that answers to supreme
leader Ayatollah Ali Khamenei, will

announce about half a dozen approved
candidates next week.

Analysts doubted that Jahangiri
would be allowed to run. Zohreh Ela-
hian, a former parliamentarian and the
best-known woman registered, is also
unlikely to be authorised by the Guard-
ian Council.

“The Islamic republic is not expected
to take any risks in this election by
allowing senior reformist figures into
the competition,” said Saeed Laylaz, a
reformistanalyst.

“Instead, we have to see whether the
current approach will continue with the
same pace or accelerate.”

Iran’s president has substantial pow-
ers, although the supreme leader is the
highest authority. Powerful institutions,
including the Islamic Revolutionary
Guard Corps and the judiciary, also have
huge influence. The next president
might have a particular impact, how-
ever, if the 85-year-old Khamenei died
during their period in office.

This has led to a tense power struggle
within Iran’s complex political struc-
ture, with hardliners tightening their
grip and, in effect, sidelining reformists
to prevent any risks during the succes-

sion process. The machinations have
left observers struggling to identify
which candidate the supreme leader
will throw his weight behind.

Raisi, who was seen as a possible suc-
cessor to Khamenei, was thought to
have been the supreme leader’s pick in
the last presidential election in 2021.
Raisi died last month in a helicopter
crash in a mountainous region near the
Azerbaijan border.

While recent Iranian elections have
suffered from very low turnouts, opin-
ion polls suggest the participation rate
in the forthcoming vote might go above

In the running: parliament Speaker
Mohammad Bagher Ghalibaf

50 per cent. Abbas Abdi, a reformist
pollster, said he believed that turnout
would be higher as people were develop-
ing hopes again that they could influ-
ence their future.

Yet there is still deep pessimism about
the election process. “Absolutely noth-
ing can convince me to vote ever again,
as nobody can make a difference to our
miserable lives,” said Marjan, a teacher
in Tehran.

Mehdi, a businessman, said he might
reconsider his decision not to vote if he
felt that a candidate could revive the
nuclear deal. The accord has been on
hold since then US President Donald
Trump withdrew from it in 2018, and
reimposed tough sanctions on Iran.

“If there is any candidate who might
prevent things from getting worse and
help ease sanctions, I might vote,”
Medhi said.

The two-week campaign begins next
Wednesday. Other senior figures whose
candidacies are uncertain include Vahid
Haghanian, a hardliner serving as a sen-
ior adviser to the supreme leader, and
Mahmoud Ahmadi-Nejad, a former
hardline president once favoured by the
supreme leader.
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Milei creates ‘super minister’
in push to reform Argentina

Promotion of career politician comes after president draws legislative blank

CIARA NUGENT — BUENOS AIRES

Javier Milei rode to power on a bombas-
tic pledge to rid Argentina of its “cor-
rupt” political class. Now, he has turned
to a life-long member of that establish-
ment tosave his project.

The libertarian economist is
approaching the six-month mark of his
presidency without a single piece of leg-
islation approved in congress.

In an attempt to change that last
week; he fired his cabinet chief, Nicolas
Posse, an engineer with no political
experience, and replaced him with
Guillermo Francos, the interior minis-
ter, who will take on an expanded role as
“super minister”.

Francos, a 74-year-old career politi-
cian, is widely seen as the polar opposite
of the irascible president: calm, diplo-
matic and with friends across the politi-
cal spectrum. He has emerged as the top
negotiator in Milei’s La Libertad
Avanza, a crucial role, given that the
three-year-old coalition controls just 15
per cent of seats in congress and none of
the 23 provincial governorships.

“The president chose me because he
realises he is having trouble with Argen-
tine politics, because he does not under-
stand it,” Francos said.

While Milei has slashed the deficit
with measures enacted using his execu-
tive powers, analysts, businesses and
the IMF have warned that Argentina’s
chronic economic problems cannot be
solved without building a political con-
sensus and securing long-term legisla-
tive change.

Francos will be the crucial link
between the cabinet, congress and gov-
ernors. His first job will be to end an
impasse in the Senate that has stalled
two economic reform bills that aim to
trim the deficit and spur investment.

“Right now, Milei is in a difficult
moment,” said Eugenia Mitchelstein, an
associate professor at Buenos Aires’ San
Andrés university. “He needs a political
godfather.”

Staffers privately acknowledge that
the daily political grind is of little inter-
est to the president, who has prioritised
trips abroad to meet technology leaders
and speak at rightwing conferences.

His inner circle of advisers has little
experience of negotiating with opposi-
tion leaders. Posse, a friend of Milei’s
from the private sector, was a remote
figure who avoided politicians and the
media.

Karina Milei, the president’s sister
and chief of staff, is focused on LLA’s
inner workings. Santiago Caputo, Milei’s
strategist, is working to maintain his
popularity with voters ahead of next
year’s midterm elections.

“They have realised they have a seri-
ous political deficit and they can’t get to
the midterms without resolving it,” said
Marcelo Garcia, Americas director at
geopolitical risk firm Horizon Engage.
“They need a wheeler-dealer, someone
who is comfortable in the scrum — that
isFrancos.”

Francos has worked closely with con-
servative and moderate figures from the
Peronist movement, which has been
pulled to the left under the influence of
former president Cristina Fernandez de

Sheinbaum’s mandate is huge, but so too is the daunting task ahead
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he secret of Claudia Shein-
baum’s landslide in Mex-
ico’s presidential vote can
be summed up in one word:
redistribution.

Poorer Mexicans have been the big
winners under President Andrés
Manuel Lopez Obrador, who more than
doubled the minimum wage and
expanded welfare, even though the
economy has barely grown on a per cap-
ita basis since he took office in 2018.

Voters looked past alarming levels of
violent crime and worries about the ero-
sion of democratic institutions. Instead
they rewarded Sheinbaum, a close ally
of the leftwing incumbent, for promises
to continue and deepen his crusade for
social justice in a country beset by high
levels of poverty and inequality. After
three decades of free trade with the US
and Canada, northern Mexico has pros-
pered, but too little wealth has trickled
down to the centre and south of the
country, or to lower income groups.

“This is a very important reality

Leading role: Kirchner. Moderate Peronists hold criti- ‘Rl-ght NOW.
Guillermo cal swing votes in congress. o
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spectrum for years as an economist. They stayed
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in close touch. Accordingto Francos and
former colleagues, he was one of the
first people to recognise Milei’s political
potential, despite their different styles.

In an interview with the Financial
Times during last year’s campaign,
Francos called himself “the other side of
the Milei coin”. While Milei is known for
aggressive rants against adversaries,
Francos has an easy charm and an even
temper.

“Guillermo is an eternal optimist,”
said a former colleague, who knows
both men well. “If he and Javier have a
disagreement with someone, Javier will
probably come away furious or saying
‘conversation over’. But Guillermo
doesn’t fill with negative energy, he says,
‘OK, we'll try again’”

As interior minister — a role that will

become a secretariat reporting to Fran-
cos — he managed the Milei govern-
ment’s tense relationship with the prov-
inces. Many governors, who hold sway
over lawmalkers, have opposed Milei’s
agenda, while the president has slashed
their funding.

A staffer for a centrist opposition gov-
ernor said Francos was “trustworthy”
and “avery good listener”.

“The problem is that he had a limited
tool box to actually help with your prob-
lems,” they said. “In theory, that should
change now.”

As cabinet chief, Francos is in charge
of managing Milei’s ministers and could
influence economy minister Luis
Caputo to free up funds to ease political
negotiations. But analysts said the scale
of Francos’s power would depend on the
dynamic between him, Caputo and
Milei. The president has signalled unwa-
vering support for Caputo’s fiscal disci-
pline, calling the former Wall Street
tradera “rock star”,

Mitchelstein said Milei was likely to
empower his new cabinet chief to help
him achieve his political goals — at least
inthe short term. “As we get closer to the
midterm elections next year, or if the
economy improves, Francos could
become less relevant,” she said.

check for many people who have to
understand better that Mexico needs
change in its prevailing culture of privi-
lege,” said Vanessa Rubio, associate
dean atthe London School of Economics
and aformer deputy minister in Mexico.

“Many sectors of the population felt
they have lost out in the past few dec-
ades, having been on the margins while
others felt the benefits of positive eco-
nomicresults.”

The scale of Sheinbaum’s victory gives
her a powerful mandate. It increases the
likelihood that the main opposition alli-
ance of three largely discredited parties
will splinter as it contemplates a pro-
longed spellin the political wilderness.

“The opposition coalition has been a
total failure,” said Antonio Ocaranza,
director of consulting firm Oca Rep-
utacion. “The party leaders have lost
their legitimacy and they don’t have
other figures of stature around whom
they can build . . . it is more likely they
will continue sliding towards extinction
than that they will recover.”

Sheinbaum’s Morena party and its
main allies, the PT and the PVEM, also
appear to have secured a big majority in
Congress, where they are on track to win
the two-thirds majority needed for con-
stitutional change. The arithmetic mat-
ters because Lopez Obrador has tabled
20 constitutional reforms he wants

approved before leaving power in Sep-
tember. These include direct elections
for Supreme Court justices, guaranteed
annual inflation rises in the minimum
wage and improving state pensions.

“It’s very likely that they will press
ahead quickly with the constitutional
reforms, as Sheinbaum supported them
in her campaign,” said Alejandro
Werner, director of the Georgetown
Americas Institute in Washington.

Mexico has serious problems. Nearly
220,000 people have been murdered or

The complex and sensitive
relationship with the US
will loom large, especially
if Trump wins the election

gone missing during Lépez Obrador’s
term. Criminal gangs have extended
control over swaths of territory and
lucrative chunks of the economy.
Money will be short. Lopez Obrador
dropped a commitment to fiscal disci-
pline, instead spending big on infra-
structure projects and welfare pro-
grammes. Sheinbaum will need to close
a hole of nearly 6 percentage points of
GDP in the budget, while honouring
pledges to expand spending on health,

education and welfare. And although
the former climate scientist is promis-
ing to boost renewable power, she has
also made clear that the state will main-
tain its control over the energy sector
and its costly support for the ailing gov-
ernment-owned oil company Pemex.
The complex and sensitive relation-
ship with the US will loom large, partic-
ularly if Donald Trump wins Novem-
ber’s presidential election. The former
president has pledged to raise tariffs and
clamp down on illegal migration.
Sheinbaum comes to the presidency
with amore academic and international
background than Lopez Obrador, and
the backing of a formidable popular
vote. But the challenges she faces are
greater and she has a tough act to follow.
Amlo, as he is known, has been arguably
Mexico’s most popular and politically
successful president since revolution-
ary leader Lazaro Cardenasin the 1930s.
‘With the easier wealth redistribution
completed, Sheinbaum will have to
tackle more difficult areas, such as rais-
ing taxes to fund services. At the same
time, she has to reassure foreign inves-
tors that their money is safe in a country
pursuing constitutional change, which
some fear could open the door to the
one-party rule of Mexico’s past.

michael.stott@ft.com

General election

Sunak blow as populist Farage
bolsters UK right’s challenge

RAFE UDDIN, GEORGE PARKER AND
LUCY FISHER — LONDON

UK Prime Minister Rishi Sunak’s trou-
bled re-election bid was dealt a double
blow yesterday, as populist Nigel
Farage seized the leadership of Reform
UK and a new poll showed the opposi-
tion Labour party could win the biggest
majorityinacentury.

Farage’s return to frontline politics was
long feared by the ruling Conservatives,
who believe the high-profile Brexiter
will boost support for the insurgent
Reform UK party and peel off yet more
Tory voters.

Only weeks after declaring he would
take a back seat in the election, Farage
announced yesterday that he would
replace Richard Tice as Reform’s leader
and contest the seat of Clacton on Eng-
land’s south-east coast on July 4.

The move came just minutes before a
new poll suggested Labour might be on
track for a massive 194-seat majority.

The highly detailed YouGov multi-
level regression and post-stratification
model (MRP) poll for Sky News found
that Sir Keir Starmer’s party could win
422 seats, with the Tories languishing on
140. That would give Labour the biggest
majority of any party ina century.

Farage declared that Starmer already
had the election in the bag but that he
felt he would be “betraying” voters if he

did not give them a serious rightwing
option at the election.

“I am going to stand in this election,”
Farage said at a press conference. “The
election is over, it’s done. Labour have
won, there is not a contest.”

Referring to his earlier announce-
ment that he would stay out of the UK
race to focus on backing Donald Trump
in the US, Farage said: “I've changed my
mind. It’s allowed you know. It’s not
always a sign of wealkness.”

The race in Clacton is Farage’s eighth
attempt to be elected as an MP. He failed
in previous campaigns. Clacton voted
73 per cent to leave the EU in the 2016
Brexit referendum.

A series of Conservative MPs
lamented the announcement. A former
cabinet minister said the move repre-
sented “all the legions of hell” being
loosed on Sunak.

Luke Tryl, director of consultancy
More in Common, said Farage’s decision
posed an “existential risk” to the Con-
servatives with dozens of seats where
Sunak’s party was polling with a major-
ity of fewer than 4 percentage points.

Speaking earlier yesterday, Sunak
said he was not worried about Farage
standing. “At the end of the day on 5 July,
one of two people will be prime minis-
ter: either Keir Starmer or me,” he said.
Additional reporting by Jonathan Vincent.
See The FT View and Stephen Bush

Sport

World Athletics unveils $10mn
event in bid to expand appeal

SAMUEL AGINI — LONDON

World Athletics plans to launch a glo-
bal competition for track and field ath-
letes with $10mn of prize money, in a
shake-up of the sport’s calendar.

The federation said the World Athletics
Ultimate Championship would take
place over three days, in a format
designed to expand the global appeal of
athletics at a time when sports are com-
peting hard for fans, viewers and com-
mercial partners.

The inaugural event, which is set to
take place in September 2026, will bring
about 400 athletes from 70 countries to
Hungarian capital Budapest, the first
host city and the stage for last year’s
World Athletics Championships.

As well as the $10mn prize pot, World
Athletics said the event would be a plat-
form for athletes to promote their own
sponsors, create their own content and
increase off-track income.

“I want more athletics, we want the
athletes competing on a regular basis,”
said World Athletics president Lord
Sebastian Coe.

“Iwant to give them greater opportu-
nities to compete, and for a longer
period in the season, and the opportu-
nity to finish the season with more
money in their pockets.”

Every athlete competing at the event
would be paid, Coe added.

The move comes just weeks after

World Athletics set out plans to be the
first sports federation to pay prize
money at the Olympic Games. The
move will startat this summer’s eventin
Paris, where gold-medal winners will
receive $50,000. World Athletics will
triple that to $150,000 at its Ultimate
Championship event.

Like all long-established sports oper-
ators, World Athletics is under pressure

Sebastian Coe:

‘l want to give
[athletes] greater
opportunities to
compete, and for
a longer period’

&\

to innovate. Four-time Olympic cham-
pion Michael Johnson this year set out
plans for a track league in 2025 to intro-
duce a high-profile competition outside
the quadrennial Olympics and biennial
world championships.

Coe said the Ultimate Championship
would “absolutely and uncompromis-
ingly” be a major event, with the same
statusas existing events.

“We have already spoken to a lot of
the athletes, to the athlete representa-
tives, to the shoe companies. .. the
overwhelming belief is that this is the
right thing to do,” he said. “If we make
sure these championships are delivered
well . . . that the prize pot is signifi-
cant . . . there will be take-up for this.”

Climate

La Nina switch in Pacific set to
fuel extreme weather this year

KENZA BRYAN AND
STEVEN BERNARD — LONDON

The El Nifio Pacific Ocean warming
effect that has contributed to an
increase in global temperatures is
expected to swing to its opposite La
Nifia cooling phase from late summer,
say weather experts, but without slow-
inglong-term climate change.

A rapid transition from one extreme to
the other in the tropical Pacific would
see more parts of the world battered by
weather events, not long after the strong
El Nifio warming event has wreaked
havoc on rainfall patterns and commod-
ity prices.

The World Meteorological Organiza-
tion of the UN said there was now a
70 per cent chance of La Nifia occurring
between Augustand November.

The cyclical La Nina effect is “likely”
to start later this year, the WMO said,
while E] Nifio shows signs of ending after
driving deadly flooding in Brazil last
month.

La Nifia is typically linked to its own
cascade of localised knock-on effects
including a surge in Atlantic hurricanes,
flooding in Canada and western North
America, and drought conditions in
parts of South America.

“We’ve really been swinging back
and forth between one extreme to
the other,” said Nathaniel Johnson, a

meteorologist who works on the US
National Oceanic and Atmospheric
Administration’s forecasting of Pacific
Ocean temperature changes.

There was some evidence that climate
change had contributed to the strength
and speed of these naturally occurring
swings, he added.

La Nifia can cause temporary dips in
global average temperatures. But this
would “not mean a pause in long-term
climate change as our planet will con-
tinue to warm due to heat-trapping
greenhouse gases”, said WMO deputy
secretary-general Ko Barrett.

The agency highlighted that the past
nine years had been the warmest on
record in spite of along and rare “triple-
dip” La Nifia effect that took place
between 2020 and early 2023.

Land temperatures are expected to
keep exceeding historical averages this
year after 12 consecutive months of
record temperatures, while sea surface
temperatures outside the affected parts
of the Pacific Ocean also remain “excep-
tionally high”.

The WMO said while the chances of
La Nina were increasing, it was still too
early to predict the phenomenon’s
strength and duration with certainty.

It anticipated more rainfall than nor-
mal this year in the Caribbean, the Horn
of Africa and south-west Asia, consist-
entwith typical La Nifia cycles.
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National security

Beijing accuses MI6 of recruiting spy couple

Allegation follows arrests
in the UK and Europe over
Chinese espionage claims

WILLIAM SANDLUND — HONG KONG
JOE LEAHY — BEIJING

China’s spy agency has accused its Brit-
ish counterpart MI6 of recruiting a Chi-
nese couple employed by a “central
national agency”, in a move that will
ratchet up tensions with the UK over
espionage.

China’s Ministry of State Security said
aman surnamed Wangand his wife, sur-
named Zhou, were recruited by MI6 to
“collect information for the British”.

Wang was targeted by MI6 shortly
after arrivingin the UK in 2015 as part of
a “China-UK exchange programme”, the

MSS said on its WeChat social media
account yesterday.

“MI6 provided Wang with profes-
sional spy training, directing him to
return home and collect important
intelligence related to China,” it wrote.

The Financial Times was unable to
verify the claims. The UK government
declined to comment.

The accusation comes after a series of
allegations of Chinese spying in the UK
and Europe.

In April, two men, including a former
parliamentary aide, were charged in the
UK with spying for China.

Last month, in a separate case in the
UK, three men were charged with alleg-
edly agreeing to gather information and
conduct surveillance to assist Hong
Kong’s foreign intelligence service,
according to London’s Metropolitan

Police. One of the three men, former
Royal Marine Matthew Trickett, was
later found dead in a park in unex-
plained circumstances.

In Germany, authorities in April
arrested a couple suspected of trying to

‘[China has] uprooted
the significant “nail” the
British planted within’

Ministry of State Security

sell military technology to China, along
with their contact with Chinese authori-
ties. An aide for a far-right member of
the European parliament was also
arrested for allegedly spying for China.
Last year the Financial Times
revealed that a far-right Belgian politi-

cian served as an asset for Chinese intel-
ligence agents for years.

The tensions over spying have threat-
ened to cloud relations between the UK
and China at a time when London is
keen to promote international business
links to help the struggling economy.

In the latest case, the ministry
accused MI6 of meticulously cultivating
‘Wangand Zhou as assets.

It said British intelligence expedited
Wang’s application for the exchange
programme to the UK in 2015 after real-
ising his potential value as a source. It
followed up with “special treatment”,
inviting him on tours and for meals, and
exploited his “strong desire for money”.

‘Wang was hired as a “consultant”
before being solicited to supply “core”
information from his central govern-
ment agency, which the MSS did not

name. Later, MI6 finally revealed itself
and openly recruited him as a spy, offer-
ing him more money before training
him and asking him to return to China,
according to the MSS.

Wang's wife, Zhou, also worked in a
“critical unit”, and MI6, through a mix-
ture of “persuasion” and “even coer-
cion”, induced her to begin gathering
intelligence for Britain, the MSS said.

The ministry added that “after metic-
ulous investigation and solid evidence
gathering”, it took decisive action,
“uprooting the significant ‘nail’ the Brit-
ish had planted within”.

The allegation followed previous
claims by the MSS that it had uncovered
British spies, including a national from a
third country whom it claimed in Janu-
ary was working as the head of a foreign
consultancy in China.

Analysts warn a key driver of

jobs growth is vulnerable to

Republican’s re-election

MARTHA MUIR — WASHINGTON

The strong US jobs market is being
propped up by spending on healthcare,
which analysts say is vulnerable to Don-
ald Trump’s re-election and the end of a
boom in medical procedures delayed by
Covid-19.

Over the past 12 months, healthcare
and social assistance has accounted for
almost half of new jobs, according to pri-
vate payroll data, while growth in real
healthcare consumption has far out-
stripped rises in other spending areas.

Of the 175,000 total jobs added in
April’s payroll report, 87,000 were in
health and social assistance fields, such
as doctors’ and dentists’ offices and
home healthcare. Since April 2023, the
sector has made up a third of overall hir-
ing.

Analysts say the increase is linked to
recovery from the Covid-19 pandemic,
asthe sector hires to meet demand from
patients seeking medical treatment
postponed during lockdowns.

“There was a huge population of care
that just didn’t happen during the pan-
demic,” said Steve Wasson, chief data
and intelligence officer at Strata Deci-
sion Technology. “So we're seeing big
volume increases.”

Accordingto data from Strata, in 2023
colonoscopy volumes jumped 24.5 per
cent compared with 2019, while genetic
and positron emission tomography test-
ing —used to find tumours and diagnose
heart disease and brain disorders — has
increased 16 per cent and 11 per cent
respectively over that period.

“Over the past year a lot of insurance
companies have noticed that their
claims numbers have been higher than
anticipated, and that can be tracked
back to people just using their health-
care plans again,” said Sameer Samana,
global market strategist at Wells Fargo.

Expansion of the Affordable Care Act
and Medicaid has also contributed to
the strength in hiring. ACA marketplace
enrolment hit a record high of 21mn in
January 2024, up from 11mn in 2020,
driven by subsidies from the pandemic-
era American Rescue Plan Act, and the
Inflation Reduction Act.

Meanwhile, 40 states and Washington
have opted into the ACA’s expanded

Employment. Affordable care

US health spending threatened by a Trump win

Catching up:

a surge in
patients having
treatment that
was delayed by
the pandemic is
set to come
toanend
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Medicaid coverage for nearly all individ-
uals with incomes up to 138 per cent of
the Federal Poverty Level of $20,783.

“Medicaid expansion frees up capital
to expand and staff up in a better way,”
said economist Dante DeAntonio of
Moody’s Analytics.

Although economists typically pay
closer attention to cyclical sectors such
as manufacturing, construction and

Healthcare hiring accounts for nearly half
of private payroll gains
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professional services employment —
hiring in healthcare is buttressing the
economy’s resilience to interest rate
rises.

“The fact that the healthcare sector is
still hiring increases the number of
working Americans, helping to offset
some of the hit to individuals’ disposa-
ble income from high inflation and
interest rates,” said Capital Economics
deputy chief North American econo-
mist Stephen Brown. “It’s certainly pro-
vidingabit of a buffer.”

still, some analysts question whether
the strength of the sector will last.

Citigroup economist Veronica Clark
suggested that demand for post-
pandemic procedures might fall as
backlogs are cleared.

“It makes you think how much more
can this grow, how much upside really is
there?” she said. “If that is the last obvi-
ous support for monthly job growth
then itlooks pretty vulnerable.”

The November election also places a
question mark over the level of health-
care funding. During his first term in
office, Trump unsuccessfully attempted
torepeal the ACA, and has suggested he
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‘It’s possible

that

hospitals
would pull
back on
hiring plans
in2025if
Trump

wins
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would be open to cutting Medicaid. “I
think a Trump presidency would pose
some risk for healthcare, though the
inability to push through any major
changes during his previous adminis-
tration makes it less certain that any-
thing would get done,” said DeAntonio.

“It’s possible that hospitals would pull
back on hiring plans in 2025 if Trump
wins just as a precaution against a possi-
ble Medicaid rollback damaging their
finances.”

Several Republican leaning states are
seeking to adopt work requirements for
recipients, which if implemented
nationally could lead to 1.5mn US citi-
zens losing federal funding for their cov-
erage, according to the Congressional
Budget Authority.

In addition, while the healthcare and
social assistance job openings rate is 3
percentage points higher than in 2019,
most of the gap is in the social assistance
and nursing and residential care subsec-
tors, where wages are lower than the
average across the overall economy.

This means healthcare providers
might struggle to compete for labour if
the jobs market remains hot.

Monetary policy

Fed official
makes case
to maintain
high rates
for longer

CLAIRE JONES — WASHINGTON

A senior Federal Reserve official has
called for interest rates to stay on hold
for an “extended” time, saying lower-
ing borrowing costs before inflation
was under control would put the foun-
dations of US prosperity at risk.

Neel Kashkari, Minneapolis Fed presi-
dent, also told FT podcast The Econom-
ics Show that US consumers’ “visceral”
hatred of inflation meant that some
people would prefer a recession to a
jumpin prices.

“The economy is, in the US, quite
strong, the labour market is strong,
inflation is coming down and many,
many people are deeply unhappy about
the status of the economy,” he said. “I
think it’s because of the high inflation
thatthey’ve experienced.”

Kashkari’s remarks were made on
May 27, ahead of the start of the black-
out period for the Federal Open Market
Committee’s June 12 policy vote. The
podcast went live yesterday.

The Fed is expected to keep rates on
hold at a 23-year high range of 5.25t0 5.5
per cent, with rate-setters saying they
want more evidence headline personal
consumption expenditures inflation is
on course to hit their 2 per cent goal.
Headline PCE for April was 2.7 per cent.

“Right now, my best guess is we would
leave [rates] here for an extended
period of time until we get a lot more
data to convince us, one way or the
other, [that] underlying inflation really
[is] onits way down,” Kashkari said.

He added that the strength of the US
economy afforded rate-setters “the lux-
ury of time to get more evidence” before
concluding whether or not the sharp
decline in inflation during the second
half of 2023 had stalled entirely.

‘While the Minneapolis Fed president
does not hold an FOMC vote this year,
the views of all committee members are
considered during deliberations. His
remarks have cast him as one of the
more hawkish committee members.

However, after a series of poor infla-
tion readings this year, most US rate-set-
ters would prefer to leave interest rates
higher for even longer and risk lower
growth, rather than see their credibility
dented by arevival in price pressures.

“Anchoring of inflation expectations
has been a foundation of a lot of the eco-
nomic prosperity that America has
enjoyed in the ensuing 40 years,” said
Kashkari. “I would be very cautious
about putting that at risk.”

High borrowing costs — and the per-
sistent inflation responsible for them —
is causing consternation for US Presi-
dentJoe Biden as he campaigns fora sec-
ond term in the White House.

While unemployment is low and post-
pandemic growth has been faster in the
US than anywhere else in the G7, the
consumer price index is up by more
than 19 per cent since Biden took office.

Kashkari said his experience in talk-
ing to small businesses, labour groups
and workers had taught him that Amer-
ican people “really viscerally hate high
inflation”.

“[A labour leader] said her members
are used to dealing with recessions, and
the way they get through a recession is
they rely on friends and family . . . But
[she said] high inflation affects every-
body — there’s no one I can lean on for
help, because everyone in my network
is experiencing the same thingI'm expe-
riencing,” he said.

Trade crackdown

Vietnam and Mexico win as China dodges Washington tariffs

OLIVER TELLING — LONDON
WILLIAM LANGLEY, ANDY LIN
AND CHAN HO-HIM — HONG KONG

Chinese businesses are investing more
in countries such as Vietnam and Mex-
ico as trade tensions escalate between
western governments and Beijing.

During the year to March, at least 41
Chinese manufacturing and logistics
projects were announced for Mexico,
while at least 39 were scheduled for
Vietnam, according to data from Finan-
cial Times subsidiary FDI Markets.

This represents the highest number of
announced projects in either country
since FDI Intelligence began tracking
foreign investment news and company
announcements in 2003, with both
Mexico and Vietnam overtaking the US
as the top destinations for Chinese man-
ufacturing and logistics enterprises.
Thailand, Malaysia, Hungary and Egypt
also enjoyed record levels of Chinese
projectsin the year to the end of March.

The developments highlight how, as
western multinationals and politicians

seek to break decades of dependence on
factories in China and limit the coun-
try’s role in supplying critical products,
Chinese manufacturers are building
their presence elsewhere. Among the
big Chinese investments isan up to $2bn
Mexican plantunveiled by the local sub-
sidiary of state-owned Shanghai Auto-
motive Industry Corporation (SAIC).

‘With US President Joe Biden last
month declaring fresh tariffs on $18bn
of Chinese goods, even small manufac-
turers are looking to spend their limited
funds on overseas expansion. As the US
imports more from countries beyond
China, Chinese businesses are also
boostingexports to these countries.

The total value of Chinese exports to
Mexico and Thailand more than dou-
bled to $158.7bn between 2017 and
2023, according to China’s customs
data. China’s overall exports rose just 49
per cent to $3.4tn over the same period.

Exports of computer parts to Vietnam
more than tripled to $1.7bn between
2017 and 2023, according to China’s
General Administration of Customs.

However, the Eurasia Group consul-
tancy said in April that Vietnam’s trade
surplus with the US had increased
markedly not only because of an actual
shift in output from China but also
because Chinese firms were simply
rerouting products through Vietnam.
“Direct importing [from China] may
be down but one only has to look at indi-
rect routes through which the US con-
tinues to be plugged into Chinese supply
chains,” said Davin Chor, an economics
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Expansion: automaker SAIC plans to
spend up to $2bn on a Mexican plant

professor at New Hampshire’s Dart-
mouth College.

Audrey Liang, a sales representative
at knife and tool maker Summit Enter-
prise, said that, having been based in a
single factory in Yanjiang, in China’s
Guangdong province, for 26 years, it was
now fitting out a second site in Vietnam.

Clients had asked Summit Enterprise
to consider a site in Vietnam because of
“political reasons” and the lower tariffs
on Vietnamese goods, despite higher
production costs and the lower domes-
tic skill levels, she said. “If the custom-
ers didn’t have this requirement, we
wouldn’t go to Vietnam.”

There are still many advantages to
operating in China, said Jack Ye, a sales
representative at backpack-maker Xia-
men Obaili Manufacturing, such as
lower production costs. But the com-
pany would consider overseas sites if
Donald Trump, who has threatened
more crackdowns on Chinese trade, was
returned as US president.

Additional reporting by Anantha Lakshmi
inJakarta and Jacope Dettoni in London
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Ackman sells
0% Pershing

Square stake
for $1.05bn

e Deal comes ahead of potential listing
o Hedge fund valued at just over $10bn

ANTOINE GARA — NEW YORK

ORTENCA ALIAJ — LONDON

Bill Ackman has sold a10 per cent stake
in Pershing Square in a deal that values
the hedge fund at just over $10bn before
a possible initial public offering next
year.

Investment firms and family offices,
including San Francisco-based Iconiq
Capital and Israeli insurance company
Menora Mivtachim, paid $1.05bn for the
stake, Pershing Square said yesterday.

The sale is expected to be followed by
an IPO that would make Pershing
Square the first major hedge fund to go
publicin more than a decade and poten-
tially add billions to Ackman’s fortune.

Earlier this year, the billionaire inves-
tor announced the launch of a closed-

‘This will help accelerate
our growth in assets under
management in existing
and new strategies’

end fund in the US after he failed in an
attempt to move an existing fund, listed
in London and Amsterdam, to New
York. Pershing Square will put some of
the proceeds from the stake sale
towards setting up Pershing Square USA
later this year, with the remainder
deployed to finance fund launches.

“This new investment will help accel-
erate our growth in assets under man-
agement in existing and new strategies,”
Ackman said.

The stake sale gives Pershing Square a
lofty valuation compared with those of
private equity groups, such as TPG and
CVC Capital Partners, that have gone
publicinrecentyears.

Pershing Square’s principal business
is a closed-end fund that manages more
than $15bn of assets and pays a 1.5 per
cent management fee on those assets. It

also earns a performance fee under cer-
tain conditions. The fund generated
about $155mn in management fees in
2023 and a performance fee of $312mn,
according to securities filings.

By contrast, TPG, which listed in early
2022 at aroughly $10bn valuation, gen-
erated more than $600mn in manage-
ment fees in the year before its IPO. CVC
had a€15bn valuation when it listed this
year with almost €1bn in management
feesin 2023. The two groups also gener-
ated hundreds of millions of dollars in
performance fees in those years.

‘While a group of investors and family
offices is buying a minority stake in Per-
shing Square, funds dedicated to buying
such stakes in investment companies,
such as Dyal Capital Partners or Black-
stone, are not participating.

Pershing Square’s path to an IPO
began more than a decade ago when
Ackman created the publicly listed
closed-end fund Pershing Square Hold-
ings. In the years that followed, the vehi-
cle raised billions of dollars in capital,
while investors redeemed most of their
money from Aclkman’s private funds.

Following a spell of poor performance
between 2015 and 2018 after ill-fated
bets on Valeant and Herbalife, the fund
ended up accounting for a vast majority
of the assets Ackman managed.

Its value has soared since the pan-
demic after a hedge that the market
would crash generated a multibillion-
dollar windfall. That allowed Ackman to
plough more money into strong per-
formers in his investment portfolio,
such as hotels group Hilton Worldwide,
boostingoverall assets and fees.

The ambitions to list a similar closed-
end fund in the US should boost the
assets — and potentially fees — Pershing
Square manages ahead of a possible IPO.

As part of the stake sale, Pershing
Square is creating an independent
board.

Centre stage Blackstone unveils sweetened
offer for music catalogue owner Hipgnosis

DANIEL THOMAS — LONDON

Blackstone has announced plans to
sweeten its offer for Hipgnosis as part
of a restructured bid for the music
rights owner designed to make com-
pleting the deal easier.

The US private equity group wants to
switch to a so-called scheme of
arrangement to execute its offer, a
move that should avert a situation in
which a minority of Hipgnosis inves-
tors can resist the bid and remain
owners of the shares.

As part of the move, Blackstone has
agreed to amodest increase in its offer
from $1.30 ashare to $1.31.

Blackstone has spent the past few
months battling with music rights
owner Concord for control of Hipgno-
sis, a London-listed group that owns
138 catalogues with more than 40,000
songs from artists such as the Red Hot
Chili Peppers, Shakira and Nelly Fur-
tado. Under the new scheme of

London-listed Hipgnosis owns songs from artists including singer-songwriter Nelly Furtado — jeseph Okpakewireimage

arrangement, Blackstone will need
approval for its offer from 75 per cent
of Hipgnosis shareholders, but once it
has achieved that, the remaining 25
per centwill have to accept it.

It should allow Blackstone to effec-
tively squeeze out any minority
shareholders more quickly than if the
buyout group had stuck to its previ-
ous offer structure.

The move comes as hedge funds
have snapped up Hipgnosis shares
after the takeover battle with Concord
started in April. The new offer has
received approval from the UK’s
Takeover Panel. The revised offer
from Blackstone values Hipgnosis at
almost $1.6bn.

Yesterday, Blackstone said the rise
in price “has come about as a result of
discussions between [Blackstone and
the Hipgnosis board] and in part
reflects Hipgnosis incurring lower
adviser fees in respect of the transac-
tion than previously expected”.

The move is the latest complication
in a protracted takeover battle for
Hipgnosis, which pioneered music
rights as an asset class but has strug-
gled as higher interest rates have hit
its business model.

Shareholders last year voted
against the continuance of the com-
pany, sparking a strategic review by a
new board and ultimately a sales
process. However, those close to the
talks said the deal should proceed
smoothly once the scheme of arrange-
ment was secured.

Blackstone already owns a majority
stake in Hipgnosis’s management
company, Hipgnosis Song Manage-
ment, which collects fees for oversee-
ing the listed Hipgnosis fund.

Blackstone’s investment adviser
had an option, exercisable at any
point in time during the six-month
period following the termination of its
contract, to purchase the entire port-
folio of songs.

Shein poised
to file for
blockbuster
LondonIPO

JAMES FONTANELLA-KHAN — NEW YORK
IVAN LEVINGSTON — LONDON

The online fashion group Shein is plan-
ning to confidentially file for a London
listing as soon as the coming days, lay-
ing the groundwork for a blockbuster
initial public offering in the UK.

Shein is set to file privately with UK reg-
ulators its intention to float, according
to people familiar with the matter, who
cautioned that the timing of the filing
could yet shift.

Shein had been leaning towards a
London listing after tensions between
Beijing and Washington stalled its plans
for anIPO in New York.

Shein’s executive chair Donald Tang
told the FT last month that the Singa-
pore-domiciled company had made
“progress” on changing the perception
that China controlled Shein “but not
enough” towin over US lawmakers.

The company had previously filed
preparatory paperwork with the Securi-
ties and Exchange Commission more
than six monthsago, but concerns about
Shein’s ties to Beijing became the biggest
hurdle in the path toa US listing.

A confidential filing involves submit-
ting preliminary information and does
not necessarily mean a flotation is
imminent. It will allow Shein to be ready
to list more quickly if the company
decidesto goahead.

The on-demand ecommerce group
was valued at $66bn in its last funding
round, and landing a flotation of Shein’s
size would be a coup for the London
Stock Exchange.

London has been losing listings to its
larger and more liquid New York rivals,
the New York Stock Exchange and Nas-
dagq, including Cambridge-based chip
designer Arm Holdings. It has also suf-
fered the departure of betting firm Flut-
ter from the FTSE 100 in favour of a pri-
mary listing in New York.

Shein was founded in China and most
of its suppliers are in the country. How-
ever, it is now headquartered in Singa-
pore and does not sell products in China.

The company hit a record of more
than $2bn in profits for 2023, surpassing
the $700mn of net income it generated
in 2022 and $1.1bn in 2021. By compari-
son, rivals H&M and Zara owner Inditex
reported net profits of SKr8.7bn
($826mn) and €5.4bn respectively, in
their most recent fiscal years.

Sky News previously reported the fil-
ing plans. Shein declined to comment.
See Markets Insight
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Corporate China is suffering from a dearth of expatriate workers

INSIDE BUSINESS

Joe
Leahy

ost people by now are

familiar with the idea of

“de-risking” or “decou-

pling” as the US and EU

try to diversify from
Chinain strategicindustries.

Less well-known is a more subtle
form of decoupling that is afflicting cor-
porate China, particularly international
businesses in the country — a lack of
expatriates.

Foreign companies in China are
reporting that the number of expatri-
ates who want to live and work in the
world’s second-largest economy is still
low compared with before the pan-
demicand there are few signs that it will
fully recover soon.

Why should international companies
care? After all, “localisation” —appoint-
inglocal staff in the place of expatriates
— is advancing in China as geopolitics
makes the environment more compli-
cated and more businesses shift parts of
their supply chains to other countries.

Localisation also suits those multina-
tionals that are selling into the Chinese
domestic market and need to better tai-
lor their products for local customers —
the so-called “in-China-for-China”
strategy.

But having too few international
employees can also have unintended
consequences for foreign companies in
China. Without employees going back

and forth from headquarters, opportu-
nities can be missed in communications
gaps. Exhibit one of the latter is how
many foreign carmakers were caught
out by the sudden rise of China’s elec-
tric-vehicle manufacturers during the
pandemic.

For multinationals, ensuring a
constant to and fro of employees
between headquarters and their opera-
tions in different countries is important
for instilling a global corporate culture
too.

“In an environment where you don’t
have this very regular exchange of per-
sonnel for long-term assignments
between headquarters and China —
goingin both directions — thenit's really
hard to preserve the corporate culture,”
says Sean Stein, chair of the American
Chamber of Commerce in China.
“And once the cor-

porate culture Without employees

starts to weaken,

gaps between Ho g0ing back and forth
and China startto  from headquarter S,

expand.”

Executives also forelgn companies can
say thatbyincreas- pjss Opportunities

ing the number of

people in corporate headquarters with
meaningful China experience, compa-
nies can reduce “friction” in communi-
cations with their operations there.

Precise data on expatriates in China is
scarce. Chinese authorities have said the
country issued permits for 711,000 for-
eign residents last year compared with
846,000in2020 —the most recent prior
comparisonavailable.

The business confidence survey of the
European Chamber of Commerce in
China, published in 2023, found that 16
per cent of respondents did not employ
any foreign nationals at the time and
that expatriates accounted for 10 per
cent or fewer of staff for 78 per cent of

them. This was slightly more severe
than the survey published the previous
year.

Both surveys, however, reflected the
worst effects of the pandemic. Execu-
tives report that things have picked up
since then butthere is nosign of a return
to pre-Covid levels or even the heyday
era before the pick-up in US-China trade
tensions from 2018.

Whereas high-flying executives
would once have gladly done a stint in
China, today the posting looks more
troublesome.

Apart from geopolitical concerns,
thereis the extreme corporate competi-
tion in the country. In its recent business
climate survey, Amcham China found
that one-third of respondents reported
that their profit margins based on earn-
ings before interest and tax in China
were below their global average while
only 19 per cent were above the global
average.

Fixing the expat gap will be complex.
Companies’ global headquarters will
need to offer extra incentives both to
high-performers outside China to do a
stint in the country and to local staff in
China to accept assignments outside.

This is important partly because of
the need to grasp promising opportuni-
ties but also compliance. In China, as
anywhere, things can go badly off course
when a global company loses close over-
sight of its subsidiaries.

Expatriates will not by themselves
solve this but they are one channel for
instilling global compliance standards.

After all, China’s corporate history is
littered with foreign businesses caught
up in disputes with their local partners,
or embroiled in localised corruption
cases. That is the kind of decoupling no
company wants.

Jjoseph.leahy@ft.com
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Japanese carmakers in test data scandal

Toyota and Honda among
groups found at fault in
transport ministry probe

DAVID KEOHANE, KANA INAGAKI AND
LEO LEWIS — TOKYO

A government investigation has uncov-
ered faulty testing data at five of Japan’s
leading carmakers including Toyotaand
Honda in a scandal that has forced the
suspension of some vehicle shipments.

Akio Toyoda, chair of Toyota, the
world’s largest carmaker, was forced
yesterday to apologise for the second
time this year following the transport
ministry’s investigation of 85 companies
intheindustry.

The investigation, the results of which
were released yesterday, found fault
‘with Toyota, Honda, Mazda, Suzuki and

Yamaha Motor. It was triggered by a
string of improper testing incidents that
hit Toyota subsidiaries, including
Daihatsu Motor.

“As someone responsible for the Toy-
ota group, I extend my sincerest apology
to our customers, car fans and all stake-
holders,” said Toyoda, who has put him-
self atthe centre of the scandal.

Separately, Toshihiro Mibe, chief
executive of Honda, said there was no
intention to falsify the testing data to
misrepresent the performance of its
cars. “It was a lack of awareness in the
area of compliance,” he said.

Japan’s transport ministry said the
problems were found in applications to
certify models. In the case of Toyota,
they related to issues such as pedestrian
safety tests and luggage displacement
tests, while engine control software was
anissue for Mazda.

“Itis extremely disappointing that we
have discovered new improper behav-
iour,” the transport ministry said, add-
ingthat theimproper data would “shake

‘Itis extremely
disappointing that we
have discovered new
improper behaviour’

the very foundation” of the certification
system.

Authorities are expected to raid vari-
ous carmalkers as soon today, according
to people familiar with the matter.

The companies involved said the
faulty data did not affect the safety of
their cars and that they involved a small
number of certification issues out of
thousands.

A total of six models, three of which
are Toyotas, have had shipments and
sales suspended in Japan. Toyota’s share
price closed down 1.8 per cent and
Mazda fell 3.3 per cent.

The widening scandal is expected to
increase pressure to overhaul Toyota’s
governance structure. Despite the com-
pany making record profits, Toyoda
faces a significant haemorrhaging of
shareholder support at the carmaker’s
annual meeting later this month.

Last week, the world’s two most influ-
ential proxy advisers — ISS and Glass
Lewis — recommended a vote against
the reappointment of Toyoda to hold
him accountable for the issues that had
already come to light with vehicle test-
ing and emissions data at the group’s
subsidiaries.

ISS said that although Toyota had
claimed it was reforming its corporate

culture, there was a suspicion that eve-
rything was “business asusual”.

It added: “The company’s propensity
to preserve its corporate culture is in
fact suspected, and Toyoda should be
held accountable for that.”

Toyota said in response that it was
“aware that US proxy advisory firms,
Glass Lewis and ISS, recommended
against our proposal for the election of
directors. We plan to respond to their
opinion in due course.”

Several fund managers have told the
Financial Times that they plan to vote
against the reappointment of Toyoda,
and had intended to do so before the
proxy advice was issued. Toyoda has
already seen backing from shareholders
erode. He received support from 85.7
per cent of investors last year, down
from 96 per centin 2022.

SeeLex

Hanwha argues it can help the

Australian group build better
craft and benefit the US Navy

CHRISTIAN DAVIES AND SONG JUNG-A
SEOUL
NIC FILDES — SYDNEY

Australia’s only listed defence company
is at the centre of a dealmaking tussle
likely to shape Washington and Can-
berra’s ability to respond to China’s mar-
itime military build-up.

Perth-based Austal is resisting takeo-
ver efforts by South Korea’s Hanwha
Ocean, one of the world’s biggest ship-
builders, which says its ownership
would boost Australia’s shipbuilding
prowess as China boosts its naval power.

Austal’s board rejected a bid last year
on valuation grounds, and in March said
asecond, $1bn bid had no realistic pros-
pect of approval by Canberra or Wash-
ington due to “ownership clauses associ-
ated with defence contracts” in Aus-
tralia and the US, where Austal also has
two shipyards and carries out work for
the US Navy.

Austal’s Henderson shipyard near
Perth, on the shores of the Indian Ocean,
is considered vital to Australia’s plans to
double the size of its naval fleet with an
extra A$11.1bn ($7.2bn) of investment.

But the Korean conglomerate was
heartened when Australian defence
minister Richard Marles said after a
meeting with his South Korean counter-
part in Canberra this month that “from
the [Australian] government’s perspec-
tive, we don’t have any concern about
Hanwha moving in this direction”.

Lee Yong-ook, the head of Hanwha'’s
naval shipbuilding business, said a take-
over would boost Australia’s ability to
produce ships capable of taking on the
Chinese navy. “Austal specialises in
building aluminium ships, which is
good when you are building passenger
ferries but no good for countering Chi-
nese battleships,” Lee said.

“Our efficiency is higher [than Aus-
tal’s] and our ships are all steel-based,”
he added. “We will meet [Canberra’s]
requirements on sovereignty and we
will transfer ship design knowhow and
production capacity to Australia.”

Lee said Hanwha had discussed its bid
with senior Australian and Western
Australian officials, naval industry rep-
resentatives and politicians from Aus-
tralia’s governing and opposition par-
ties, as well as with “senior US govern-
mentrepresentatives”.

“The clear message we received was
that, based on the South Korea-Aus-
tralia alliance and Hanwha's experience
and track record, there would be no

Aerospace & defence. Shipbuilding
Korean bid for Austal faces security hurdles

= SRS

Vessels at
Austal’s
shipyard in
Henderson,
south of Perth.
Below, a model
Hanwha Ocean
submarine is
displayed during
adefence trade
show in South

Korea last year
Philip Gostelow/AAP/Alamy;
Ju-min Park/Reuters
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adverse implications for either Aus-
tralia or the US from Hanwha acquiring
Austal,” said Lee.

Lee also said Hanwha’s superior
resources and capabilities would help
the US to increase its naval shipbuilding
capacity as it seeks to close the gap with
China, which has more than 20 ship-
yards compared with seven in the US.

He said Hanwha would be able to offer
the US Navy upgraded “maintenance,
repair and operation” capabilities at its
home shipyard in South Korea and
potentially at Austal’s shipyards in the
Philippines and Australia, which would
assist the US in the event of a conflict in
the South China or East China Sea.

Austal had an order book worth
A$11.6bn last year, but its market value
is less than A$1bn and it is wrestling

with governance issues after three exec-
utives at its US division were charged
with accounting fraud by the US Securi-
ties and Exchange Commission in 2023.

Australia introduced plans this
month to tighten up foreign ownership
rules for sectors including defence. But
Anthony Kavanagh, co-founder of
Chester Asset Management, an Austal
shareholder, said Marles’s statement
opened the door to a third approach.

Cerberus, a US private equity firm, is
among the rival suitors for Austal.

“We could be at the start of a bidding
war,” said Kavanagh, arguing Austal
should engage with its potential suitor
but that a higher price than the latest
cash bid worth A$2.82 a share would be
justified, given the company’s order
book. “We are optimistic of getting close
to $4 a share,” he said. Austal’s largest
shareholder is Tattarang, the family
office of billionaire Andrew Forrest,
who has a near-20 per cent stake and
was linked with a potential takeover
when he built the holding in 2022.

A person with knowledge of the situa-
tion said Tattarang thinks the Hanwha
bid undervalues the shipbuilder. Tatta-
rang declined tocomment.

A Sydney-based banker said that
Hanwha, advised by a lobbying firm
established by former Australian
defence minister Christopher Pyne, had
“built credibility” in Canberra with a

‘There’s no
reason why
Australia
couldn’t
become a
shipbuilding
powerhouse
anda
relationship
with
Hanwha
could help’

series of contracts as part of South
Korea’s global defence exports push.

Hanwha’s land defence division
signed deals last year with the Austral-
ian government to build Redback infan-
try fighting vehicles and self-propelled
Huntsman howitzers in the country.

But Ian Christie, an analyst with
stockbroker Argonaut, said Hanwha
still faced “a long road” of regulatory
barriers including Australia’s Foreign
Investment Review Board.

Australia’s defence department said
the Treasury would assess the impact of
any proposed takeover. “Proposals are
assessed by the Foreign Investment
Review Board on a case-by-case basis
and this would be no different,” it said.

Jennifer Parker, an associate at the
Australian National University’s
National Security College and a former
naval officer, said that a sale to Hanwha
needed to be considered through the
lens of Australia’s plans to boost its sov-
ereign shipbuilding capability.

“There’s no reason why Australia
couldn’t become a shipbuilding power-
house and a relationship with Hanwha
could help with that,” she said, adding
there was a risk the Korean company
could buy Austal and mostly focus on its
US assets. “The key question to ask is
what is Hanwha’s intent?” she said.
Additional reporting by Demetri Sevastop-
ulo and Antoine Gara
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JPMorgan joins

efforts to use
Al for making
investment
decisions

WILL SCHMITT AND BROOKE MASTERS
NEW YORK

Asset managers are making more use
of artificial intelligence to guide invest-
ment decisions, track the habits of
portfolio managers and identify mon-
eymaking opportunities.

JPMorgan later this year plans to
expand the use of a generative Al tool
that flags questionable decisions by
portfolio managers, such as potentially
selling top-performing stocks too soon,
company officials told the Financial
Times. The tool, dubbed Moneyball, is
meant to show managers “how they and
the market have behaved in similar cir-
cumstances and helps them correct for
bias and improve their process”, said
Kristian West, head of investment plat-
form for JPMorgan Asset Management.

Other fund managers are using Al to
complement human analysts, identify
targets for litigation finance and explain
allocation decisions to investors.

These disparate efforts show how the
AT arms war in asset management is
shifting from paperwork-intensive
compliance and marketing tasks
towards helping investment profession-
alsmake smarter decisions.

The JPMorgan tool — part of the
$3.2tn manager’s Spectrum portfolio
management platform, which is fuelled

Other fund managers are
using Al to complement
human analysts and spot
litigation finance targets

by about40 years of data—is a pilot pro-
gram that is still in development and
will be made available to a broader
group of fund managers later this year.

Voya Investment Management has
already implemented a virtual analyst
that can monitor stocks for potential
risks, complementing the $331bn man-
ager’s human research staff. Portfolio
managers have access to adashboard in
which a human analyst’s review of secu-
rities can be viewed alongside Al feed-
back, such as red-flagging a stock.

So far, Voya’s Al analyst has demon-
strated a good ratio of right and wrong
decisions, making its alerts “a high-
value signal”, said Gareth Shepherd,
Voya’s co-head of machine intelligence.
He likened the process to a pilotand co-
pilot reading signals from an aeroplane’s
flight management system. “The flight
management system augments the
pilot’s decision-making, but the pilot
hasthe final say,” Shepherd said.

Legalist, which runs a $1bn hedge
fund focused on litigation finance, uses
a proprietary Al search tool called Truf-
fle Sniffer to find attractive investment
targets among civil suits.

The “sniffer” scans court records for
signs of favourable outcomes, such as
friendly judges and litigation classes as
well as pre-trial rulings that indicate
particularly strong cases.

“We look for cases that have clear
signs that they are winning but have not
collected the money yet,” said Legalist
co-founder Eva Shang.

Despite the developments, Al's poten-
tial to drive long-term returns for asset
managers has its sceptics.

Veteran portfolio manager David Gir-
oux, who manages the $59bn T Rowe
Price Capital Appreciation fund, argued
that most of the Al-focused intellectual
capital in asset management is geared
towards finding a short-term edge as
opposed to the trickier task of estimat-
ing earnings potential years into the
future.

“I think there is very, very little that
Al is going to do to make that ineffi-
ciency goaway,” Giroux said.

Technology

European tech start-ups regain momentum as dealmaking picks up after two-year drought

TIM BRADSHAW — LONDON

Green shoots are appearing for
Europe’s technology start-ups after a
two-year investment drought, as deal-
making picks up among early-stage
companies and venture capitalists
raise new funds.

Creandum, an early backer of Spotify,
Klarna and Depop, unveiled a €500mn
fund yesterday, becoming the latest
European-focused private tech investor
to secure fresh capital for start-ups this
year. That fundraising follows similar-
sized deals, including Accel Europe,
which launched a $650mn fund last
month, and Plural, a London- and
Tallinn-based firm targeting “deep
tech” start-ups that has raised €500mn.

Plural added €100mn to its fund last
month after January’sinitial close.

Creandum’s fund was raised “in
record time”, according to general part-
ner Carl Fritjofsson. “There is a dra-
matic change in the sentiment, appetite
and activity across the industry”.

After the pandemic a frenzy of tech
investment came to a sudden halt
because of inflation, rising interest rates
and geopolitical tensions. European
start-ups were forced to slash costs as
VC investment dried up. Some large US
tech investors, such as Tiger Global and
Coatue, pulled back European dealmak-
ing.

But VCs say the market has started to
change in the first few months of 2024,
as a new craze for artificial intelligence

start-ups couples with a strong rally in
Big Tech valuations on Wall Street.

“We haven’t fully washed through the
overhang from the peak years but the
green shoots are all around us,” said
Tom Wehmeier, who runs the insights
team at Atomico, one of Europe’s largest
VC companies. “We are moving beyond
the recovery phase and back into a
period of growth.”

Wehmeier predicts that, after the
decline in 2023, private tech investment
into European start-ups will return to
growth this year. “The market is more
active at any point than we've seen
before 2021,” he said, pointing to three
successive quarters of increased invest-
ment in “Series B” deals.

“From the data we see and from our

work every day, we are genuinely very
excited about 2024,” said Sabina Wiz-
ander, a Creandum partner based in
Stockholm. “More quality companies
are daring to go out [to raise money]

‘From the data we see and
from our work every day,
we are genuinely very
excited about 2024

because the fundraising environment is
more predictable.”

Many start-ups were forced to cut
costs and focus on profitability as the
market turned in 2022. Those that sur-
vived the funding freeze are now more

sustainable, investors say, while reve-
nue growth has generally begun to
accelerate.

Even some Silicon Valley investors
have returned to Europe, with Andrees-
sen Horowitz and IVP opening offices in
London in the past few months.

Between 2007 and 2021, Creandum
made back almost seven times what it
invested in companies, after selling
those stakes. One in six companies it has
invested in has hit a valuation of more
than $1bn.

Jon Biggs, a partner at one of Crean-
dum’s investors, Top Tier, said the fig-
ures demonstrated that European ven-
ture capital groups could show returns
to match those of their Silicon Valley
peers — a question that has long hung

over investors in the region. “The firm is
comfortably at the top table of global
VCs,” he said.

Not every European fund has been
able to raise funds so easily. London-
based Atomico is in the final stages of its
largest capital raise, targeting as much
as $1.35bn across its venture and growth
funds, according to people familiar with
the matter. But, while it expects to com-
plete the funding in the coming months,
the process has taken more than a year.

That reflects both the size of the deal
and continued investor caution around
funds directed at later-stage companies
ata time when there have been few suc-
cessful initial public offerings, these
people said. Atomico declined to com-
menton its fundraising plans.
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Nvidia unvelils its next generation of Al chips

Chief executive heralds ‘new computing age’ as Silicon Valley group races to entrench its market dominance with surprise announcement

ELEANOR OLCOTT — TAIPEI
TIM BRADSHAW — LONDON
MICHAEL ACTON — SAN FRANCISCO

Nvidia announced the next generation
of its artificial intelligence processors at
the weekend in a surprise move less
than three months after its most recent
launch.

At the Computex conference in
Taipei, the chipmaker’s chief executive
Jensen Huang unveiled Rubin, the
successor to its Blackwell chips for
data centres, which are currently in pro-
duction after being announced in
March.

The unexpected move to reveal its
next wave of products before Blackwell
has even started shipping to customers
shows how the world’s most valuable
chipmaker is racing to entrench its
dominance of Al processors, which has
propelled it into the ranks of the world’s
most valuable companies.

“A new computing age is starting,”
Huang said, as Nvidia also announced
new Al chip deals with PC makers.

Rubin is set to start shipping in 2026
and promises improved power effi-
ciency as the Silicon Valley-based com-
pany attempts to address concerns that
Big Tech’s expansion of Al data centres
is putting strain on the energy grid in
some regions.

The announcement was light on
detail but Huang said Nvidia was work-
ing on a “one-year rhythm” of building
new Al platforms.

Nvidia’s pace of innovation has taken
on outsized importance to the wider
stock market as traders bet on whether
the huge Al-driven rally in a handful of
Big Tech companies can continue.

The chipmaker added about $350bn
to its market capitalisation after it
reported surging revenue growth, and
the company is closing in on Apple to
become the second most valuable US
company after Microsoft.

While Nvidia currently sells the
majority of the Al chips needed to train
large language models, such as OpenAl’s
GPT, the company faces growing com-
petition from AMD and Intel, as well as
bespoke chips developed by cloud com-

Chips with everything: Nvidia chief
executive Jensen Huang speaking at
the Computex conference in Taipei,
where the company revealed its next
wave of products —sam Yen/AFPvia Gefty Images

puting providers including Amazon,
Google and Microsoft.

Nvidia’s Blackwell chip is being rolled
out barely a year after its current gener-
ation Hopper chips were unveiled.

The company, which is seeking to
make more of the chips that go into AL
data centres, also announced on Sunday
anew Vera Arm-based central process-
ing unit. CPUs, a market dominated by

Intel and AMD, are traditionally the
workhorse of any computer but Huang
is attempting to reshape the server mar-
ket around its Al chips as artificial intel-
ligence takes a growing share of data
centre workloads.

Nvidia started out more than 30 years
ago making graphics processing units,
which acted as a sidekick to Intel CPUs
in video gaming PCs. But more than 15

years ago, Huang realised that the tech-
nology inside its GPUs was also suited to
other data intensive computing tasks,
suchas Al

The company is now trying to boost
its PC chip business by capitalising on its
dominance in Al chips for data centres.

Huang also announced on Sunday
deals with two PC makers, Asus and
MS], that will launch machines using

Nvidia’s GeForce RTX graphics process-
ing units to support a range of Al tasks,
from running digital assistants to video
editingand coding.

“Your future laptop will be constantly
helping you in the background,” Huang
said.

“The PC will run apps that are
enhanced by Al, from writing, photo
editing, to digital humans thatare Als.”

Nvidia did not specify when the Asus
and MSI laptops would go on sale.

A range of PC makers and component
providers are expected to use the Com-
putex event to make announcements to
position themselves as beneficiaries of
anexpected “AIPC” wave.

Microsoft recently announced a
number of Al-enhanced PCs and tablets
fitted out with its Copilot assistant tool,

‘AT PCs will bring the

most exciting innovation
to the PC industry in the
last two to three decades’

powered by Qualcomm’s chips, which
will begin to launch later this month.
Microsoft has said it expects to include
the Nvidia chips and AMD’s Radeon
graphics chipsin its PCsin future.

PCsales have been in decline since the
pandemicbut analysts expect that when
demand revives, companies will
increasingly opt for AI PCs embedded
with powerful chips to run Al applica-
tions, rather than relying solely on the
cloud.

“AI PCs will bring the most exciting
innovation to the PC industry in the last
two to three decades, since the creation
of the World Wide Web in the late
1980s,” Morgan Stanley analysts wrote
inanote last month.

They said that running Al applica-
tions on devices would be cheaper and
more flexible than on the cloud and
would also have benefits for data pri-
vacy. Al PCs would make up about
65 per cent of PC shipments by 2028, up
from 2 per cent this year, Morgan
Stanley predicted.
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Benchmark share indices

jump and rupee rises amid

prospect of electoral landslide

CHRIS KAY — MUMBAI

Indian markets hit record highs after
exit polls forecast a landslide election
‘win for Prime Minister Narendra Modi,
whose third term promises investors a
resumption of his infrastructure-led
economic drive and market-friendly
reforms.

A batch of polls released over the
weekend by Indian TV stations and
agencies showed Modi’s Bharatiya
Janata party increasing its presence in
India’s lower house of parliament.

They also suggested a potential two-
thirds majority for the BJP and allied
parties that could enable changes to the
country’s constitution.

India’s benchmark stock indices
closed at record highs yesterday with
the Nifty 50 jumping 3.3 per cent and
the BSE Sensex hitting 3.4 per cent.

The rupee strengthened 0.4 per cent
against the dollar and the yield on
India’s 10-year bonds declined to 6.95
per cent from 6.98 per cent on Friday’s
close. Pricesrise as yields fall.

“It could be a small euphoria for some
time,” said Raamdeo Agrawal, co-
founder and chair of Motilal Oswal
Financial Services in Mumbai, who said
the Nifty 50 index might advance 5to 10
per centover the next week.

A landslide Modi victory is expected
to buoy “capex stocks” such as indus-
trial and infrastructure groups, accord-
ingtoJefferies analysts.

Equities. Infrastructure rally

Indian stocks hit record highs
as exit polls forecast Modi win

Shares of companies controlled by
Gautam Adani, an infrastructure-
focused billionaire with long-standing
ties to Modi, hit new highs yesterday.
His flagship ports business surged as
much as 12.8 per cent.

Reliance Industries, the Mumbai-
based petrochemicals-to-telecoms con-
glomerate run by Asia’s richest man,
Mukesh Ambani, closed 5.6 per cent up
atanall-time high.

India’s election commission is set to
announce the official results today
following the end of a seven-phase,
multi-week poll across the world’s most
populous nation.

The Nifty 50 was down 1.9 per cent
last week amid doubts the BJP would be
able toadvance on its 2019 result.

Foreign investors sold more than
$3bn of Indian stocks in May. Many
have raised concerns about the coun-
try’s richly valued equities, which are
among the most expensive in Asia.

“Foreigners have significantly light-
ened up going into the elections,

whereas domestic investors are posi-
tioned quite well on the upside,” said
Rajat Agarwal, Asia equity strategist at
Société Générale.

“Foreigners are more focused on the
valuations than anything else . . . just
from the election outcome, we see alim-
ited upside,” he added.

One western diplomat said the polls
suggesting a landslide victory were sur-
prising, given that the BJP was doing
better than their country’s internal pre-
dictions.

The diplomat said the result could
pave the way for more “radical” policies
under Modi’s third term.

Although exit polls have been wrong
in the past, “even an adverse result on
June 4 is unlikely to change the nature of
the verdict”, said a note by Axis Capital
economists, a team led by Neelkanth
Mishra, who also sits on Modi’s Eco-
nomic Advisory Council.

The BJP made its stewardship of
the economy an important part of its
election campaign and investors believe

India’s Nifty 50 hits all-time peak on Modi win prediction ‘
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Third term:
alandslide
Narendra Modi
victory is
expected to
buoy capex
stocks such as
industrial and
infrastructure
companies,
say analysts

Narinder Nanu/AFP/Getty
Images

‘Foreigners
are more
focused
onthe
valuations
than
anything
else’

Modi will continue to drive develop-
ment and address business bottlenecks.

Data released on Friday showed that
Indian GDP grew at a better than
expected year-on-year pace of 7.8 per
cent in the three months to March.

Last week, S&P Global indicated it
would upgrade the country’s triple B
minus credit rating as a result of a stable
policy environment and high infra-
structure spending, along with “deepen-
ing economic reforms”.

Modi’s victory “gives that continuity
and clarity in terms of policy”, said
Amar Ambani, executive director and
head of institutional equities at YES
Securities in Mumbai. “There’s no
uncertainty.”

For “alarge part” of the week “mar-
kets should be on a roll”, he added.
“They are at a premium but we’ve seen
in the past that valuations can stay rich
for alongtime, particularly if liquidity is
strong.”

India’s coalition of opposition parties
dismissed the exit polls, with some
claimingthey have been manipulated.

They also voiced concern overthe bal-
lot counting, which the country’s elec-
tion commission yesterday played
down, confirming that a record 642mn
Indians had voted.

Ambani from YES Securities said the
polls suggest that Modi’s BJP, dominant
in its Hindi-speaking northern heart-
land, made gains in the country’s more
affluent south — traditionally a base for
anumber of regional opposition parties.

“That’s something the market will
take well because [the BJP] were per-
ceived as a party of the north, west and
central, not so much in the east and
south,” Ambaniadded.

Our global

team gives you
market-moving
news and views,
24 hours a day
ft.com/markets

GameStop
shares soar
after Roaring
Kitty builds
large holding

GEORGE STEER — LONDON

Shares in GameStop surged more than
60 per cent yesterday after a post on
Reddit purported to show that Keith Gill
— also known as Roaring Kitty — had
built a position worth $181mn in the
struggling video game retailer.

The sharp rise came after Gill’s
account, which goes by the name Deep-
FuckingValue on Reddit, posted a pic-
ture late on Sunday that appeared to
show he had taken a share stake and
options positions in the retailer.

GameStop jumped 64 per cent to
more than $38 a share shortly after the
New York open before trading was
halted. Shares later fell back to trade
24 per cent higher.

Thescreenshot indicated that Gill had
acquired 5mn shares in the company,
bought at $21.27 apiece and worth
$116mn on Friday’s closing prices.

It also suggested that he owned
120,000 call options with a strike price
of $20. The options are worth $65.7mn
and are due to expire on June 21.

The day trader was at the centre of the
“meme-stock” mania in 2021, when his
social media posts encouraged millions
of others to pile into the stock and
squeeze out hedge funds betting on a
share price decline.

After a three-year silence, Gill reap-
peared last month on social media site

The rally elicited fawning
tributes to Gill, with one
calling him ‘one of the
greatest traders of all time’

X, sending GameStop shares soaring
again, though the rally quickly fizzled
out.

Yesterday’s pre-market move sug-
gested that “there’s still huge appetite
[among the retail crowd] for this stock,
whether healthy or not”, said Kevin
Gordon, a senior investment strategist
at Charles Schwab.

About 15 per cent of GameStop’s out-
standing shares were on loan — a rough
proxy for short interest — as of the close
of play on Friday, down from just over
25 per cent at the end of May, according
to data from S&P Global Market Intelli-
gence.

After GameStop shares rose in May,
the company announced plans to sellup
to 45mn new shares, which raised
$933.4mn.

The company is due to report first-
quarter results on June 11. Net sales are
expected to have dropped about 25 per
cent year on year, according to prelimi-
nary results announced in mid-May.

GameStop was trading yesterday at
more than 2,300 times its estimated
earnings per share for the coming year,
Bloomberg data showed.

The company added almost $4bn to
its market value in early trading.

Yesterday’s pre-market rally elicited
hundreds of fawning tributes to Gill on
social media, with one widely shared
post on X describing him as “one of the
greatest traders of all time”.

Commodities

Australia orders Chinese-linked funds to
sell rare-earth stakes in ‘national interest’

NIC FILDES — SYDNEY

Australia’s government yesterday
ordered funds linked to a Chinese busi-
nessman to cut their stakes in a rare-
earths miner in a sign of how control of
critical minerals is becominga political
concern.

Jim Chalmers, Australia’s treasurer,
cited national interest grounds in
demanding that Yuxiao Fund and four
associates reduce or dispose of their
stakes in Northern Minerals, a Western
Australian rare-earths developer.

“The decision, based on advice from
the Foreign Investment Review Board,
is designed to protect our national inter-
est and ensure compliance with our for-
eign investment framework,” a spokes-
person for the treasurer said.

The move comes amid fierce debate
in Australia about the alleged domi-
nance of China in rare earths, which are
used to build wind turbines and electric
vehicles and in the defence industry.

China controls 70 per cent of rare-
earths mining and 90 per cent of
processing capacity, according to the
International Energy Agency.

Australia has identified rare earths as

a key part of its critical-minerals strat-
egy and Northern Minerals has been
positioned as a key supplier of rare-
earth elements to a refinery being built
by Iluka Resources on the coast of West-
ern Australia.

The Australian government blocked
Yuxiao Fund, which is based in Singa-
pore, from doubling its stake in North-
ern Minerals to almost 20 per cent in
February last year.

The Australian company contacted
the FIRB last October to urge the regula-

Shareholders in Western Australia’s
Northern Minerals include Yuxiao

tor to investigate whether Yuxiao,
which Northern Minerals said was con-
trolled by businessman Wu Tao, had
breached that order by covertly raising
its stake through associated funds.

The Singapore fund also called an
extraordinary shareholders’ meeting to
remove Nicholas Curtis, the executive
chair of Northern Minerals and a rare-
earths veteran, from his position.

Yuxiao also nominated Wu, alongside
other candidates, as a candidate for the
board of the Australian company.

Curtis stepped down from his role last
week. Northern Minerals will hold its
annual meeting, which includes the pro-
posed board nominations, this week.

Yuxiao Fund did not respond to a
request for comment.

Yuxiao has been ordered to reduce its
stake to 8 per cent, while four associated
funds and individuals — including Black
Stone Resources of the British Virgin
Islands and Indian Ocean International
Shipping and Service Company regis-
tered in the United Arab Emirates —
have been told to sell shares that they
had bought since September.

Additional reporting by Harry Dempsey in
London

Equities

Co-founder blames former management
‘shambles’ for Hargreaves Lansdown slide

EMMA DUNKLEY

The billionaire co-founder of Har-
greaves Lansdown, the investing
platform facing a takeover offer from
private equity, has blamed former
management for presiding over “a
shambles” that halved the share price.

Peter Hargreaves, who is also the largest
shareholder in the retail investing busi-
ness, told the Financial Times that the
company’s shares had come under pres-
sureas profits have taken a hit.

“When Iran [Hargreaves Lansdown],
it always improved its profit by more
than 10 per cent,” he said. “If the profits
are going up, the rate at which they’re
increasing has a huge effect on the share
price. A change from double-digit
growth in profit to a reduction in profit
ishuge.”

During the tenure of Chris Hill, chief
executive from 2017 to last August, the
shares rose to a high of £24 in 2019,
before tumbling to £8. Profit before tax
fell by 8 per cent to £182.5mn in the six
months to the end of December com-
pared with a year earlier.

The co-founder’s comments come
shortly after Hargreaves Lansdown’s

board rejected a bid from a group of pri-
vate equity firms led by CVC Capital
Partners —an offer that valued the com-
pany at £4.67bn.

The approach, which emerged last
week, boosted shares in the Bristol-
based business above £10.

Hargreaves also blamed escalating
costs for the company’s share price
weakness inrecent years.

“The non-productive parts of the

‘When I ran [Hargreaves
Lansdown], italways
improved its profit by
more than 10 per cent’

business mushroomed: marketing,
HR,” he said. “[Management] didn’t
know what they were doing, they hadn’t
got a grasp on what was needed on the
technology side. They had a lot of con-
sultants who didn’t know what they
were doing, either.”

Staff costs rose almost 200 per cent
between 2013 and 2023 while revenues
‘were up only up 93 per cent in the same
period, accordingto FT calculations.

Hargreaves Lansdown was ejected
from the FTSE 100 at the end of last year
for the first time since 2011. The group
said in early 2022 that it would spend
£175mn over five years to upgrade tech-
nology and improve efficiency.

Dan Olley, who took over as chief
executive last year, has reviewed tech-
nology spending and ditched some of
the projects that were aimed at support-
ingits ability to give advice digitally.

Ths shares have risen since the com-
pany’s quarterly results a month ago.

The company has faced growing com-
petition from rivals including AJ Bell
and Interactive Investor.

Last week, CVC Capital Partners, Nor-
dic Capital and Platinum Ivy, a wholly
owned subsidiary of the Abu Dhabi
Investment Authority, confirmed that
they were “considering a possible offer”,
having made their most recent
approach at the end of April.

The board of Hargreaves Lansdown
said in response that it had “unani-
mously rejected” the proposal, noting
that it “substantially undervalues” the
business and its prospects.

Hargreaves Lansdown declined to
comment. Hill could not be reached.
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The day in the markets

t you need to know

 US government bonds rally after weak
manufacturing data
@ Wall Street stocks mixed amid

‘ Dollar slips to lowest level since early April ‘

US Dollar index

London has not yet
regained its mojo as
afundraising venue

technical glitch earlier in session =

@ London’s energy-heavy FTSE 100 ,\'h A 10 Cr alg COben

edges lower as oil prices refreat

Treasuries rallied and the dollar slipped A 105 \/ l arkets :[nSlg}lt

yesterday after weak manufacturing data VV\\ - s

eased concerns that the world’s biggest -

economy is overheating ahead of the US \IA 104

Federal Reserve’s June policy meeting. sthe UK gearsup foraJuly  nearly 15 per cent fromitsIPO priceon  ducing enough homegrown champions
Yields on benchmark 10-year Treasury general election, London  Nasdaqin April. toappeal to fund managers.

bonds, which move inversely fo prices, fell 103 seems to be buzzing again So has the City rediscovered its mojo Spain, France and Switzerland have

11 basis points to 4.40 per cent by midday w as a hotspot for raising as an equity-raising venue? The short  hosted more large IPOs in 2024 due to

trading in New York. equity. Last month, answer isnoand the upcominggeneral the standoutcompanies they house, not
Interest rate-sensitive two-year 102 National Grid launched a superjumbo  election risks distracting from the the vibrancy of their financial centres.

Treasury yields fell 8bp to 4.81 per cent. £7bn rights issue — the largest global — urgentreforms that the UK needs. On the demand side, years of dis-
In currency markets, the US Dollar ’ equity offering this year — to back a Much of the good news hingesonspe-  jointed policymakinghave hollowed out

index, which tracks the currency’s 101 massive investment programme. cific, sometimes fleeting circumstances.  the domesticequity investor base, push-

strength against six rivals, fell 0.5 per The FTSE 100 has hit record highs  Itall has a contingent, Sliding Doors feel.  ing pension funds and insurance com-

cent to its lowest level since early April. Jan Feb Mar Apr May Jun this year amid a rebound in investor  If Shein and De Beers float in London, it ~ panies away from listed stocks. Retail
Those moves came affer weak US 2024 interest in UK stocks (although there’s  is due to unique factors. Even if both  ownership has plumbed new lows, too.

manufacturing data with new orders
confinuing to soften amid a slowdown in
activity from the start of the year.

Bond markets reacted positively,
“adhering to the [current] trend where

Source: Bloomberg

yesterday said its index tracking factory
activity fell to a level of 48.7 last month

US-listed companies and exchange
traded funds.

been a small retreat in recent weeks).
And London has outpaced its European
counterparts in 2024, raking in over
three times more proceeds from overall
share sales than second-placed Paris.

happen, they are one-offs.

The wave of share sales on the London
exchange tells a similar story. Volumes
have been dominated by large block

With 0.5 per cent UK stamp duty, over-
seas shares are cheaper to buy anyway.
A few lucky breaks will not change the
diagnosis. Good businesses will attract
capital but their listinglocation is beside

bad news is good news”, said Florian from 49.2in April. A figure below 50 Across the Atlantic, the region-wide IPO activity has been sluggish but that The wmeemt encal the point. London is just one of several

lelpo, head of macro at Lombard Odier indicafes that the sector is confracfing. Stoxx Europe 400 firmed 0.3 per cent and | is poised to change. Computer maker ) p X ng g X serviceable exchanges.

Asset Management. “Demand remains elusive as companies Frankfurt’s Xetra Dax rose 0.6 per cent. Raspberry PI confirmedplans tofloatin eleCtlon rlSkS dlStraCtlng Competitor venues are breathing
Interest rates are more likely to fall demonstrate an unwillingness to invest London’s energy-heavy FTSE 100 London. Moreover, rumours are swirl- ﬁ‘om the urgent reforrns down London’s neck. Just last month,

later this year if the economy appears to due to current monetary policy and other | slipped O:1 per cent as oil prices fell. ing about two high-profile names going & the EU Parliament adopted the Listing

be slowing rather than overheating. conditions,” said Timothy Fiore, chair of Earlier in the day, prices had been flat publicin London. that the UK market needs Act to cut costs of raising capital while

Unemployment remains low and
growth has been faster in the US than
anywhere else in the G7. The Fed meets
on June 12 and is widely expected to keep
rafes on hold at a 23-year high range of
5.25 to 550 per cent.

The Institute for Supply Management

the ISM manufacturing business survey
committee.

US equities were mixed with the S&P
500 down O1 per cent and the tech-heavy
Nasdag Composite up 0.3 per cent.

A technical glitch earlier in the session
briefly led to dozens of trading halts for

following a decision on Sunday by Opec+
to gradually release more oil into the
market in the fourth quarter of 2024.

But global benchmark Brent crude later
slid 3.3 per cent to $78.47 a barrel while
US marker WTI fell fo below $75 a barrel.
George Steer and Malcolm Moore

Markets update

Fast fashion behemoth Shein is plan-
ning to file for a London listing after
pushback from American regulators
and Anglo American is considering a
London IPO for its diamonds arm De
Beers after fending off suitor BHP. And
there’s a solid pipeline of potential new
listings, including financial names such
as Monzo, Shawbrook and OakNorth.

Meanwhile, UK companies listed on
US exchanges are struggling. According
to LSEG data, of the 20 UK companies

trades such as the Blackstone-led con-
sortium’s exit from LSEG and the sales
by GSK and Pfizer of stakes in consumer
health spin-off Haleon. Bereft of fund
inflows, UK investors prefer putting
money into blue-chips they know over
punting in growth companies they don’t.

As for the FTSE rally, much of it stems
from “bid spec” — speculation that cor-
porates or private equity will launch

the UK is at least 12 months away from
reforms to its prospectus regime.

The supposedly cumbersome EU
leapfrogged the UK, even though Britain
begun its reforms about a year earlier
than the EU with the 2021 Hill Review.

UK authorities must not misconstrue
the recent momentum for sustainable
progress. When the US IPO market hit
the doldrums after the financial crisis,
lawmakers roused themselves to action,
passing the Jumpstart Our Business

EL= [ 2 ] [o] ] | that have made anIPO in the USinthe takeover bids for lowly-valued firms. Startups (JOBS) Actin2012.

us Eurozone Japan UK China Brazil past decade, only four are in positive Hargreaves Lansdown’s board has With the UK general election set for
Stocks S&P 500 Eurofirst 300 Nikkei 225 FTSE100 Sh Comp p territory. Eight have delisted and the  rejected a £5bn offer from CVC, Nordic  July 4, British policymakers should
Level 5269.70 2057.46 38923.03 826275 3078.49 121819.92 rest have plunged by more than 80 per  Capital and Abu Dhabi Investment draw inspiration from across the pond
% change on day -0.15 0.29 113 -0.15 -0.27 -0.23 centon average. Authority but it’s another sign thatbar-  and urgently jump-start the City of
Currency $ index (DXY) $per€ Yen per $ $perf Rmb per $ Real per $ Online car dealer Cazoo, which had  gain-hunting predators are circlingover ~ London’s capital-raising engine.
Level 104585 1.087 156.195 1277 7246 5232 merged into a US-listed cash shell in  cheap and cheerless British companies.
% change on day -0.082 0.092 -0.605 0314 0.028 0455 2021, announced it was going into London faces supply and demand  Craig Coben isaformer global head of equity
Gavt bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond administration. Commodities broker  challenges as an equity-raising forum.  capital markets at Bank of America and
Yield 4405 2576 1063 4313 2327 11461 Marex has been the exception, rising  On the supply side, the UK is not pro-  nowamanaging director at Seda Experts
Basis point change on day -9.890 -8.800 -0.620 -10.700 -0.900 -0.500
World index, Commods FTSE All-World Oil - Brent Oil - WTI Gold Silver Metals (LMEX)
Level 519.01 7846 7434 234825 3127 4£362.90
% change on day 033 -3.27 -3.44 -0.01 -0.79 -1.31

Yesterday's close apart from: Currencies = 16:00 GMT; S&P, Bovespa, All World, Oll = 17:00 GMT; Gold, Silver = London pm fix. Bond dafa supplied by Tulleft Prebon.
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European gas price jumps 13% to highest
level this year after Norwegian outage

SHOTARO TANI — LONDON

Europe’s gas price yesterday jumped to
its highest level this year following an
outage at a gas processing plant in
Norway, highlighting the increasingly
pivotal nature of Norwegian supplies
after the continent largely weaned
itself off Russian imports.

The price of the European benchmark

increasingly tend to cause a sharp reac-
tionin the market.

The jump in prices comes despite
Europe having a comfortable level of gas
in storage. Storage sites in the EU were
more than 70 per cent full as of Satur-
day, the second-highest level on record
for this time of year.

The European Commission has a tar-

will remain elevated, vulnerable and
exposed to heightened price volatility
from any disruption in supply.”

Prices had been on an upward trend
since late May after Austrian energy
group OMV warned that Gazprom
might halt gas deliveries following a
court ruling involving the Austrian
company, putting the remaining Rus-
sian pipeline supplies to Europe in

TTF surged past €.38 per megawatt hour ‘No rway an d events doubt. .

on the Intercontinental Exchange, up | . The Norwegian outage occurred at
more than 13 per cent, before falling surroundlng Gazprom 1S the Nyhamna gas plant, which has
backto €36.80. the main dl‘lVlI’lg force capacity to process 79.8mn cubic metres

The rise to the highest prices since
early December is the latest sign that
markets remain on the edge despite
near-record levels of gas storage in
Europe.

for European gas prices’

get to reach 90 per cent storage levels by
November but analysts believe they

per day. The plant is scheduled to be
down for an “uncertain duration”,
according to Gassco, Norway’s state-
owned company managing the coun-
try’s gas transport system.

business with in the previous year.

Based on your feedback we will reveal the providers who are
offering a five star service fo their customers, and those who
are not — enabling advisers to make better informed choices.

Rate the providers now at:
financialadviserserviceawards.com

Supported by

Norway is now the single largest sup-  could be full by summer. “Norway [outage] and events sur- = . .
plier of natural gas to Europe and The surge in price “highlights the fra-  rounding Gazprom customers is the ‘x’ HSBC UK L_\ - #a nationwide
accounted for 30 per cent of the bloc’s  gility of the European gas market and  main driving force [for] European gas
supplies last year after most pipeline  increased overreliance onasmaller pool  prices,” said Tom Marzec-Manser, head v
deliveries from Russia were cut follow-  of supply sources”, said Wayne Bryan, ofgasanalytics at consultancyICIS. peppermoney (2(,] l] ter true potentia ,u m

ing Moscow’s full-scale invasion of
Ukraine in 2022,
Unplanned outages in Norway

director of European gas research at
LSEG. “Until storages close in on EU-
mandated levels, European gas prices

He added that the outage could poten-
tially cut Norwegian flows by more than
20 per cent.
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Change during previous day’s trading (%)
S&P 500 Nasdaq Composite Dow Jones Ind FTSE 100 FTSE Eurofirst 300 Nikkei Hang Seng FTSE All World $ Sperf ¥per$ £per€ Oil Brent $ Sep Gold §
-0.63% -0.605% -0.01%
0.29% 0.092% 0.10%
Stock Market movements over last 30 days, with the FTSE All-World in the same currency as a comparison
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STOCK MARKET: BIGGEST MOVERS

AMERICA/ LONDON EURD MARKETS TOKYO
ACTIVE STOCKS sock  close  Days ACTIVESIOCKS stk close  Days ACTIVESIOCKS cose Days ACTIVESTOCKS sock  cdose  Days
ded price _ change tradedm's  price change tradedm's  price change tradedm's  price change
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UK MARKET WINNERS AND LOSERS
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gentina Argentine Peso 8952512 00053 9731415 12629 11435503 371% Indonesia Indonesian Rupiah 162300000 200000 176420983 10893 20731 4469 Poland PolshZoty  393% 0005 42823 00083 502 0019 _ThreeMonth 07828 00025 08507 00017 = 2
Australia Australian Dollar 14975 00062 16277 00046 18128 00017 Isweel Israeli Shekel 36677 00526 39668 00520 46849 Romania Romanian Leu 4574 00067 49757 00008 58469 00105 .OneYear 07831 00025 08437 00017 - -
Bahrain BahraininDinar 03771 - 04099 0005 04816 00016 Japan JapaneszYen 1561950 09500 1697845 08120 1995159 Russia Russianfuble 894750 09000 972597 0514 1142910 07748 United States  United States Doller - - 10870 00014 1274 00041
Bolivia Bolivian Boliviano 69100 = 75112 00097 88265 00287 ..One Month 156.1943 -08514 169.7840 -08131 1995150 Saudi Arabia Saudi Riyal 37507 = 40770 0.0053 47910 0.0156 .One Month - £ 1.0869 -0.1862 12174 0.0041
Braail Braailan Real 5220 00239 56871 00188 66830 00087 .ThresMonth 1561929 09543 1697629 08152 1995132 Singapore Singapore Dollar 13476 00041 1464 Q0025 17214 0.0004 .ThreeMonth - - 10865 01862 1274 00042
Canada Canadian Dollar 1.3632 = 14817 00018 17412 00057 ..One Year 156.1872 -0.8657 169.7788 -08235 1895150 South Africa South African Rand 185413 -0.2862 201544 02847 236837 40.2876 ..One Year - 1.0851 -0.1862 12176 0.0042
Chile ChileanPeso 9095000 92400  9GB6300 8758 11617511 79925 Kema KenyanShilling 1307500 02500 1421257 04550 167.0137 SothKorea  SouthKoreanWon 13760500 85000 14957718  -7.2951 17576994 51156 Viemam VievameseDong 25005000 115000 276510084 732250 T4%3007 07604
China Chinese Yuzn 72461 00020 78765 00124 92558 00327 Kuwait KuwatiDinr 03066 -0.0004 0332 00000 03816 Sweden Swedishkona 104285 00887 113388 00816 13309 00697 EuropeanUnion [ 0800 00012 - - L 0.0023
Colombia Colombian Peso  3857.4150 -38800 42038957 12191 49400476 11.0984 Malaysia Malaysian Ringgit 47070 = 51165 0.0066 60125 Switzerland Swiss Franc 08368 -0.0054 09748 -0.0046 1.1455 40.0032 ..One Month 08198 -0.0012 = e 11750 0.0023
Costahica  CostoRicanColon  527.9300 2350 5138519 32654 6743521 5.14% Mexico MexicanPeso 175473 04938 190739 05607 224140 Taiwan New TaiwenDolar ~~ 32.3965 00025 352151 00482 413817 01375 .ThreeMonth 09155 00012 - - om0
Czech Republic Czech Koruna 227203 -0.0380 248971 00094 290218 00458 New Zealand New Zealand Dollar 16189 -0.0087 17598 -0.0072 20673 Thailand Thai Baht 367900 - 39.9909 00517  46.9938 0.1526 _One Year 09181 -0.0012 - - 11738 0.0023
Denmark Danish Krone 63619 -0.0088 74569 00001 87650 00173 Nigeria Nigerian Naita 14890000 210000 16185488 207065 13019763 Tunisia TunisianDinar 31080 -0.0041 33784 00000 39700 0.0077
Egypt EgptianPound 470982 00614 51195 00005 601603 01171 Norway NowegianKone 104775 00241 11380 00114 133834 Turkey Tukshlra 322000 00093 350015 0032 411307 01218
Hong Kong Hong Kong D 78203 -0.0031 85007 00077 9.9893 00285 Pakistan Pakistani Rupee 2784500 01500 3026762 05539 3556785 United Arab Emirates  UAE Dirham 36728 -0.0001 39975 0.0050 46916 0.0150
Hunga Hungarian Forint 3539126 06182 3912284 11765 4597348 22797 Peru Peruvan Nuswo Sol 37258 0012 4048 00157 47581 United Kingdom ~Pound Sterlng 07829 00026 08510 0.0017 - -
i Indian Rupee 831438 -0.3275 106.2038 -0.0722 Philippines Philippine Peso 58,6875 01675 63.7935 02643 748546 -One Month 0.7828 -0.0026 08509 -0.0017 = E
Rates are derived from WM Reuters Spot Rates of production). lug inded. 1000 finted in this tabl
FTSE ACTUARIES SHARE INDICES wonrtoniecte [l FT 30 INDEX SE SECTORS: LEADERS & LAGGARDS FTSE 100 SUMMARY
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TSE AIIHY-JS imiral Group PLC 273% 2200 Land Securities Group PLC 67000 17.50
FISE 250 (250) 1913660 2073012 141 2190 28254 1626935 | FT 30 hourly changes TechHardware&Bq 1467 Financial Services 665 Beverages 3166 | el Af
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FTSE All St (562) 4517, 451708 168 1470 7766 284240 Nonlife Insurance NON FINANCIALS Index 597 Life Insurance 43 | gam 8 700 Notionol G Y
FTSE All-Share exInv Co (374) 442568 2704 187 1461 7761 soisyy | FTWilshire 5000 5287550 FT Wilshire Mid Cap 6274.26 | V0N e st v 553 H wm"ém Taasy e B&M European Value Retail S A 55160 700 National Grid PLC 20000 385
I At natorl 505 121584 120670 185 1453 19g5 2yag47 | FTWikhire2500 7M1 FT WIBHE Swall Cap B e s Equity Invest Instr 476 Beverages |l e j;‘? s tomns 3‘:5;2 e
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Amount  Latest Company Tumover ¥ EPS[p) Divip)  Payday Total Issue Issue Stock Close Mt
Issue paid VEI\IAIL closing Alkemy Capital Investments. Pre 0.000 0.000 2.09L 40240 0.00000 0.00000 - 0000 0000 date pricelp)  Sector code Stock price(p) +- High Low  Cap(fm)
price w High Low Stock Price p +or- | Burbeny Group Pie 2068000 3034000 383000 126.900 4270000 4450000 Aug2 61000  B1.000
There are currently lnn’!ls nﬂlls by any companies listed on the LSE. GENinCode Pre 2160 1430 7.023L £.180L 0.00000 0.00000 - 0000 0000
Hercules Site Services It 48800 37000 0200 0590 0.00000 050000 -1 170
Hollywood Bow Group It meas7 110244 20528 12210 000000 327000 - 4m 11800
JPMorgan European Growth & Income Pre 75690 9310 105000 100000 Apr2 2100 2000
Maven Incomeand Growth VCT Pre 21321 1010 115000 115000 Jul13 2150 2250
PowerHouse Energy Group Pre 0.181 0380  1537L 1.170L 0.00000 000000 - 0000 0000
Primorus Investments Pre 23490 1061 0.00000 0.00000 - 00w 0000
Tower Resources Ple 0000 0000 0454L 0001L 000000 000000 - 000 0000
Triple Point Venture VCT Pre 0.785L 2830L 0.00000 200000 - 2000 2000

Figuresiin £m. Eamings shown basic. Figures in light fext are for corresponding period year earler
For.

§thmq price. Infoduction. TWhen issued. Annual report/praspectus available af vt com/ir

he ofhar symbols please refer fo L
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FT500: THE WORLD'S LARGEST COMPANIES
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: 5 5 Mizuho Fin 3283 6900 3289 20895 313 1145 5337148 | United Arab Emirates (Dhs) Cisco 4633 012 5813 4585 337 14.06 18687657 Mondelezint  67.58 085 7677 6075 240 1853 9065575
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Dazzling performer’s many facets

St Vincent

Royal Albert Hall, London
Kok ke

David Smyth

She is now on her seventh album, but
Annie Clark, who trades as St Vincent,
has never performed at the Royal Albert
Hall before. This feels like an oversight.
Both she and the London venue are
showy, technically dazzling and unique
intheir bold style —and on Saturday she
commanded the space like a musician
perfectly athome.

Which St Vincent was present, how-
ever, was harder to decipher. Although
shehasa clear pop ear —she has duetted
with Dua Lipa and co-wrote Taylor
Swift’s huge hit “Cruel Summer” — her
own songs tend to be heavy with scenic
route diversions. On past albums she
has played the part of cultleader, domi-
natrix or transgender Warhol superstar
Candy Darling. Of her new album, All
Born Screaming, she has said: “There’s no
character — it’s just me.” Producing
alone for the first time, she largely
favoured a weighty industrial rock
sound over her previous electronic
hyperactivity.

That didn’t necessarily mean that the
Albert Hall audience got to see the real
Annie Clark from Dallas. She has been
too exposed before, blinded by flash-
bulbs during a spell dating the super-
model Cara Delevingne, and being
asked more questions than she would
have liked about her father’s 2019
release after nine years in prison for
financial fraud. Here she delivered the
first song, “Reckless”, in silhouette
beneath one of three moving archways.
Dressed in short skirt and suit jacket,
like one of the models in Robert
Palmer’s “Addicted to Love” video, she
didn’t acknowledge the audience until
shewas six songs into the show.

But if guitars could talk, hers made a
barnstorming speech. She and guitarist
Jason Falkner summoned sounds from
outer space on “Marrow”, stomping

Bold: Annie Clark, aka
singer and guitarist
St Vincent — pana Jacobs/Getty

funkiness on “Big Time Nothing” and
riffslike falling anvils on “Flea”. The sig-
nature shape of her personalised instru-
ment — sharp-cornered and near-sym-
metrical — suited the futuristic styling
of many of her songs, particularly the
audacious electro rock of those drawn
from 2017’s Masseduction.

For someone with such a strong sense
of the theatrical, the stage set-up was
surprisingly simple: those arches
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pushed around by hand, three big
screens that were actually pretty small,
functional lighting and five musicians.
This allowed for a more raw kind of
excitement when a cameraman loomed
millimetres from her face during “Pay
Your Way in Pain”. When she ran into
the crowd and rolled around on the floor
during punky rarity “Krokodil”, she
briefly allowed herself loose from her
imperious self-control. An audience
member even got a warm hug when she
ventured up the stairs into the stalls.

She showed some emotion before new
song “Sweetest Fruit”, which referenced
the accidental death in 2021 of the
music producer Sophie. “We're all here
for one reason and that reason is love,”
she said. “There’s no other fucking rea-
sontodoanything.”

The racing, Giorgio Moroder-inspired
synth-pop of “Sugarboy” brought the
set to a fizzing climax before a slow-
burning finale in the title track of the
new album. No encore, no goodbye, but
the many versions of St Vincent were all
fascinating company.

ilovestvincent.com

Mussorgsky relocated
to Putins Kremlin

OPERA

Chowanschtschina

Staatsoper Berlin
R 2.2 8 o+4

Shirley Apthorp

It was Russia’s Jonestown, but
on repeat: 17th-century Old
Believers — Christians who broke
with the Russian Orthodox church
— were prone to mass acts of self-
immolation. Modest Mussorgsky’s
Chowanschtschina ends with one of
these conflagrations, in itself a dif-
ficult thing to stage. Add to that
the labyrinthine complexities of
the opera’s warring streltsy infan-
try, boyars, clerics, women and
putative regents, and it’s easy to
understand both why the com-
poser did not manage to finish the
piece, and why it is seldom per-
formed outside Russia today.

For the Berlin Staatsoper’s new
staging, director Claus Guth has
chosen the play-within-a-play
trope — with a twist. In his version,
the action plays out in the back
rooms of today’s Kremlin, partofa
historical re-enactment observed
and filmed by scientists in a bid to
learn from the past. Of course,
things go horribly wrong.

The production was to have its
premiere in March 2020, but it is
astonishing how well the concept
works in the context of today’s war
in Ukraine. Vladimir Putin’s
obsession with history and his
penchant for repeating its mis-
takes seem to be baked into the
staging’s DNA. Though we have all
seen similar concepts far too often
on the opera stage, Guth’s work is

so meticulous, his craft so assured,
thatitworks.

More overwhelming, though, is
the music. Simone Young con-
ducts Shostakovich’s orchestra-
tion of the score with Stravinsky’s
ending and fewer cuts than usual;
the Staatskapelle orchestra is on
peak form, and the monumental
whole unfolds with inexorable
force and spine-tingling narrative
tension.

The singing is uniformly
superb. The two warring basses
(Mika Kares as Prince Iwan
Chowansky and Taras Shtonda
as high priest Dossifei) and their
baritone rival Bojar Schaklowity
(George Gagnidze) are all formi-
dable; the two rival tenors,
Prince Andrei (Najmiddin Mavly-
anov) and Prince Wassili (Stephan
Riigamer) equal in virile intensity
and nuance; young Lutheran
girl Emma (Evelin Novak)
gives an impassioned account of
her victimised character, while
Marina Prudenskaya wins tumul-
tuous applause for her wily,
richly complex account of 0ld
Believer Marfa.

And the chorus is on superb
form. Young carries the singers
with incredible care, making sure
that the massive orchestra never
overwhelms them; she also brings
aremarkable combination of Wag-
nerian weight and glass-clear
transparency to the orchestral
lines, letting the story unfold with
an unerring sense of pacing and
drama. This is a musical evening a
cut above what Berlin opera
houses usually offer, and well
worth repeated hearings.

To June 23, staatsoper-berlin.de

Spine-tingling: Claus Guth’s ‘Chowanschtschina’ — vonia Ritrershaus

Pianist draws inspiration from a painter

JAZZ

Myra Melford’s Splash Trio
Vortex Jazz Club, London
Fedekkesr

Mike Hobart

American pianist and composer Myra
Melford has long found inspiration in,
and connection with, art forms outside
jazz. This London gig’s warmth, edge
and sense of the slightly surreal pre-
sented new compositions in an ongoing
project focused on the work of Ameri-
canartist Cy Twombly.

Melford’s approach to the Twombly
aesthetic eschews sonic portraiture and
seeks common elements in methods,
traditions and core concerns. Like
Twombly, Melford is located in her
field’s avant garde, and, paralleling his
methods, she combines a sense of
immediacy with a close attention to
compositional form. Song titles such as
“The Wayward Line”, “Interlude 1: To
Dribble, to Smear, to Splash” and “A
Line With a Mind of its Own” captured
Twombly’s aesthetic in words. Spidery
piano, off-kilter riffs and brash beats
made the connection in sound.

Although the initial spark for Mel-
ford’s interest in Twombly was a 1994
retrospective at the Museum of Modern
Art, work on her first edition of
Twombly-inspired work, the album For
the Love of Fire and Water, only started in
earnest in 2019. (It was released in
2022.) That album used a multi-layered
quintet to investigate what lay behind
the painter’s seemingly rushed scrawls
and tactile daubs, but here she conjured
multiple textures from an impressively
mobile trio.

Regular drummer Ches Smith dou-
bled on vibraphone to create an extra
layer of sound and Londoner Neil
Charles, an impressive stand-in for
bassist Michael Formanek, was equally

adept on strings and bow. This was gig
three of a short European tour — the
previous night, the band played in
Rome — and Charles’s ability to play
freely while following a complex score
was impressive.

The evening began with an elliptical
bass riff that leaned into the blues and
cracks from Smith’s brittle snare drum
in unexpected places. Melford added a
series of lines, a two-note motif gathered
force, the pulse quickened and then
came a burst of expressionist jazz, with
Melford rushing round the keyboard,
slamming two-handed chords and loop-
ing quick-fire rhythmic motifs.

As “Drift” developed, themes
switched from piano to bass or reap-
peared in altered form, and a magical
interlude was conjured when bowed
bass combined with shimmers of
vibraphone.

Melford’s piano aesthetic stands in
the percussive left-field lineage of
Ellington, Monk and Cecil Taylor.
Themes and solos come with sharp
angles, wide intervals and lines that are
contoured in unexpected shapes.

At this performance, she developed

them fully with an underlying sense
of purpose and control that was
matched by her accompanists. Smith’s
pared-down approach to drumming
strips rhythmic complexity to its
essence and, played at volume, comple-
mented Melford’s chordal slams and
looped rhythms with spaced rimshots,
hissed cymbals and tight rolls. Charles,
meanwhile, surged or relaxed under-
neath and pulled the pulse this way
and that.

But it wasn’t all Sturm und Drang.
There were playful funky rhythms and
moments of calm. And with every piece
in motion, the evening delivered the
coherence of a series of variations on an
underlying, if somewhat abstract,
theme. Her single pause for announce-
ments introduced “Dry Print to
Twombly”, the last number of the set.
Explaining the painter’s connection to
her music, she said: “There’s lots of dif-
ferent kinds of lines, gestures, that sort
of thing.” Vibrantly delivered with an
unerring sense of form, it made for an
enchanting night.

vortexjazz.co.uk

Impressively
mobile: Myra
Melford and
her trio mixed
many moods
and textures

Roger Thomas
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FT BIG READ. POPULISM

Le Pen of France and Meloni of Ttaly are expected to emerge as the biggest victors of this week’s
European parliamentary elections. How they work together — or not — will shape the bloc’s future.
By Leila Abboud, Amy Kazmin and Ben Hall

The relationship set to redefine Europe

ampaigning at a crowded
Sunday market in northern
France, far-right leader
Marine Le Pen was quizzed
by journalists about her
strategy for Europe if, as expected, she
secures a big win in European parlia-
mentary elections this weekend.

In response, Le Pen suggested that it
might depend on another populist
nationalist leader: Italian prime minis-
ter Giorgia Meloni.

After recent friction between the two,
Le Pen issued a conciliatory, almost
plaintive appeal to the Italian leader to
unite their respective political forces
into a single far-right group that could
end what she called European Commis-
sion president Ursula von der Leyen’s
“disastrous policies”.

“This is the moment for us to join
forces; it would be truly useful,” Le Pen
told Italian newspaper Corriere della
Sera. “If we succeed, we could become
the second-biggest group in the EU par-
liament. I don’t think we should miss
such an opportunity.”

Just how Meloni answers that appeal
could be decisive for Europe’s future.
The two powerful women — whose par-
ties belong to separate nationalist, anti-
immigration blocs in the European
parliament — are set to emerge as the
biggest winners in the elections taking
place on June 6-9, the twin figureheads
ofarightward swing across the 27-mem-
berbloc.

The elections could tilt EU policy to
the right on contentious issues ranging
from the energy transition and agricul-
ture to immigration. The ballot will also
help determine the next commission
president — whoever the 27 member
states nominate must win the support of
amajority of MEPs.

Meloni and Le Pen have much in com-
mon. Both women have thrived in the
male-dominated ranks of far-right
political movements historically rooted
in fascism. Both have pursued a strategy
of detoxifying their parties to make
them more acceptable to a wider swath
of their electorates. They share ideologi-
cal ground, including the belief in a
Europe of nation states rather than a
more closely integrated federal union.

Yet on some issues their differences
are stark — on relations with Nato, on
arming Ukraine, on immigration, and
most of all, on the question of whether
to work within the EU system, or
whether to fight it.

Meloni is governing as a pragmatist
“within the system”, says Marc Lazar, a
professor at Sciences Po university in
Paris and Luiss university in Rome. Le
Pen, a more radical figure gunning for
the French presidency in 2027, “is
against the system and outside it”.

Since her own election as Italy’s prime
minister in late 2022, Meloni, once a
Eurosceptic firebrand, has surprised
friends and foes alike with her collabo-
rative and constructive approach to
Brussels as it dispenses €200bn to Italy
for its post-pandemic recovery, reform
and investment programme.

Meloni sees herself as a “bridge-
builder” between the mainstream right
and the EU’s nationalist Eurosceptic
forces such as Hungarian prime minis-
ter Viktor Orban, says Catherine Fie-
schi, a visiting fellow at the European
University Institute. She is also an ideo-
logue “who can see a path to true con-
servatism within Europe”, she adds.

The question now is what role Meloni
decides to play after an election: the
pragmatist eager to convene the forces
ofthe right and centre-right, or a radical
disrupter who wants to overhaul the EU
to hand power back to nations. Von der
Leyen’s future may rest on the former,
while Le Pen and her allies are hoping
forthe latter.

“The future of the sovereigntist
camp in Europe today lies in the hands
of two women,” Orban told Le Point
magazine on May 30. “Everything will
depend on the capacity of Marine Le Pen
in France and Giorgia Meloni in Italy to
co-operate.”

decade ago, Meloni

expressed strong admira-

tion for Le Pen as a role

model, given their shared

hostility to EU integration.

But in those days, Meloni was a political

irrelevance, and Le Pen struck up a

friendship and alliance with the more

powerful Matteo Salvini, leader of the

far-right League. That alliance is still in
place.

As Meloni emerged from Salvini’s
shadow, her ardour for Le Pen cooled, as
did her once fiery anti-Europe rhetoric.
In the European parliament, her party,

“We are in
amoment
of real
evolution in
European
politics.
And these
women of
stature
truly
embody
this change’

Brothers of Italy (Fdl), is in the European
Conservatives and Reformists grouping
originally founded by David Cameron;
its partners include Poland’s Law and
Justice party and Spain’s Vox. Le Pen
and Salvini’s parties are in the harder
rightIdentity and Democracy group.

Both of their parties are set to gain in
the European elections next week. The
National Rally (RN) is now polling at 33
per cent, up from 23 per cent in 2019,
while Fdl is on course for 27 per cent, up
from only 6 per cent. As a result, polls
suggest the ID grouping could win
around 66 seats, while ECR should get
some 74 seats, with another 16 for
potential new members. Von der
Leyen’s centre-right European People’s
party (EPP) is set to win the most seats,
but will need coalition partners to form
amajority.

Just as Meloni’s domestic political
strategy has been to take power by unit-
ing the Italian right, so has she set out to
do the same in the EU — by implication,
working with both the EPP and ID. “We
want to do in Europe exactly what we
did in Italy,” Meloni said in April.
“[Bring] together the forces of the cen-
tre-right and finally send the left into
opposition in Europe too.”

Yet such a coalition is highly unlikely
to be replicated at the European level.
The EPP has ruled out working with Le
Pen or her allies in the ID group on the
basis that they are too extreme and have
pro-Russia sympathies.

Among ID’s historic members are the
extremist Alternative for Germany
(AfD), whose lead candidate recently
downplayed the role played by SS sol-
diers in the Holocaust. In the ensuing
furore, AfD was kicked out of the ID par-
liamentary group.

Le Pen herself has already ruled out
any coalition in Brussels that involves
von der Leyen. “Her time is up,” Le Pen
said in late May. “As far as we are con-
cerned, we will never, I repeat never,
vote for Ursula von der Leyen.”

National Rally and Brothers of Italy

are both polling about 30% ahead of the
European elections
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Instead, the ECR grouping, of which
Meloni is president, is being wooed by
both the mainstream centre-right and
the hard-right.

Von der Leyen, who has worked
closely with Meloni, especially on the
migration issue, may need the Italian
premier’s support in a parliamentary
vote on her sought-after second term.
That would put the Italian leader in a
powerful kingmaker position.

The EU’s liberal and centre-left lead-
ers have become so alarmed at the pros-
pect of von der Leyen forming a pact
with Meloni that they have threatened
to vote against re-electing her.

The hard-right is just as opposed to
such an agreement. Back in March, Le
Pen made a combative video demand-
ing that Meloni tell “the truth to Ital-
ians” about whether she would support
von der Leyen’s re-election, which the
French leader said would “aggravate the
policies that are causing so much suffer-
ing tothe people of Europe”.

More recently, Le Pen’s tone has
shifted markedly as she has invited Mel-
oni to merge ECR and ID into a hard-
right “supergroup”, which would have
more power within the assembly than as
two entities. So far, the Italian premier
has been ambiguous. Instead, she has
talked publicly of co-operating on
selected issues of mutual concern.

s long as Meloni sticks to
her moderate path, that
scope for co-operation
appears limited.

She has of late pursued
mainstream conservative goals, depict-
ing herselfas a serious leader able to ful-
fil Italy’s commitments to unlock its
share of EU recovery funds and reassur-
ing markets that she is a safe pair of
hands.

She has largely accepted the basic ten-
ets of EU economic policy: the rules of
the single market, deficit and debt lim-
its, and economic and administrative
reforms in return for securing this eco-
nomic support.

On foreign policy, Russia’s invasion of
Ukraine in February 2022 put a new
focus on geopolitical issues. Though
Meloni had previously expressed admi-
ration for Russian president Vladimir
Putin, she came down quickly and
unambiguously in support of Kyiv. As
prime minister, Meloni continued send-
ing weapons to Ukraine and backed its
accession to the EU.

“The world changed in February 2022
and she understood she had to take a
position and not move from that posi-
tion,” says Ernesto Di Giovanni, co-
founder of the Rome-based political
consultancy, Utopia. “This is one of the
things she is doing to normalise the

party, and let Brothers of Italy not be
seen as a far right party, but a conserva-
tive right party, as the Tories, as others
around western countries.”

Le Pen has also moderated her Euro-
scepticism, especially since losing the
2017 presidential election. She no longer
calls for France to leave the EU or aban-
don the single currency — a position
seen as unpopular after Brexit.

But RN’s proposals to drastically cut
immigration and give French compa-
nies preference in public procurement
would, say the party’s opponents, break
EUlaw and amount to a soft “Frexit”.

Unlike Meloni, Le Pen wants to gain
power not by working with mainstream
conservatives but by supplanting them,
while also appealing across the political
spectrum, especially to the young and
working class, with more radical and
populist economic positions.

“She has a totally different approach,”
says Lazar, the Sciences Po professor.

Privately, many of Le Pen’s closest
allies are critical of Meloni, suggesting
the Italian prime minister has been
forced into a position of subservience to
Brussels because of her country’s fragile
public finances.

“When you have arecovery plan to get
€190bn as Italy does, you cannot bite
the hand that feeds you,” says Renaud
Labaye, secretary-general of the RN
group in the French parliament.

RN leaders were also unhappy with
Meloni giving more work permits to
migrants and her role in securing agree-
ment for an EU migration pact, which
introduced a system for EU members to
share the burden of asylum-seekers
arriving in frontline border states like
Italy, an approach they staunchly
opposed. “Meloni’s policies on immigra-
tion are baffling and horrifying,” says
one Le Pen ally, who asked not to be
identified.

Meloni’s position on Ukraine and
European defence puts her at some dis-
tance from Salvini and Le Pen, who both
had personal, political and financial ties
with Putin and his United Russia party.

Le Pen, whose party was once
financed by a Russian bank loan, also
switched to denouncing Putin for break-
ing international law. However, the
French opposition leader, who has a
long history of anti-Nato statements,
opposes arming Kyiv and urges imme-
diate peace talks even if that means
accepting Russian territorial gains.

These fissures are emblematic of the
wider splits between the main pan-Eu-
ropean populist and far-right political
parties — and indeed divisions within
them — that, say analysts, demonstrate
why nationalists are inherently bad at
the kind of international co-operation
needed towield power in the EU.

Both Giorgia
Meloni, left, and
Marine Le Pen
have thrived in
male-dominated
far-right
political
movements
historically
rooted in
fascism. Though
they share some
ideological
ground, their
differences on
other issues

are stark
FT montage/Bloombera/
Getty
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“Iexpect the far right to remain elec-
torally successful but politically mar-
ginal, mostly because of its internal divi-
sions,” says Cas Mudde, professor of
international affairs at the University of
Georgia and an expert on populism.

espite this, some hard right

politicians on both sides of

the Alps see the differences

as bridgeable. They suggest

that prospects for collabo-
ration — or even a broader reconfigura-
tion of the party groups — are greater
than the pre-electoral positioning
would suggest, especially after Le Pen’s
split with the more extreme AfD.

“We are in amoment of real evolution
in European politics,” says Jean-Paul
Garraud, an MEP for Le Pen’s RN. “And
these two women of stature truly
embody this change. The possibility of
working together really does exist.”

One sign was Le Pen’s appearance ata
conference in Madrid last month hosted
by Vox and involving Meloni and other
nationalist leaders, such as Orban, who
may also play a key role in any recompo-
sition. In an online campaign event,
Meloni also said last week that she felt
Le Pen was “on an interesting path”™.

Claudio Borghi, an Italian senator
who is running in the European elec-
tions for the League, says historical dif-
ferences over Russia are no lengersorel-
evant, since most of the parties that
could form a new unified “rightwing
euro-critical” party had condemned
Putin’s invasion. “This subject is not on
the table anymore,” he says.

Borghi also predicted that relations
between Rome and Brussels would
become more fraught this year whenthe
commission starts to enforce EU fiscal
rules that had been suspended during
the pandemic. Italy’s public deficit
stands at 7.4 per cent of GDP, the highest
in the Eurozone.

Most of the populist and far-right par-
ties could join a bigger, broader group
“that will not be monolithic,” says Gar-
raud, but would instead “understand
and deal with” divergent national inter-
ests.

Asfor Meloni, “we see herasanaally in
terms of ideas and we have lots of politi-
cal points in common, but there are dif-
ferences in approach,” Garraud contin-
ues. “Madame Meloni is confronted
with the realities of power. We know
very well that the Italian situation is
complicated, including with regard to
finances.”

Le Pen feels no such pressure in oppo-
sition, however, and her allies say she
will not become any less radical in her
push to win the presidency. Meloni “fit
into the mould since she had to do s0”,
says Labaye, “and we will not.”
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Britain'’s muddle-along economic model

Parties’ election campaigns
need to outline a realistic
growth strategy

Over the past 15 years, Britain’s econ-
omy has come to resemble a ship float-
ing aimlessly at sea. Jolted off course by
the global financial crisis, several
changes of captain and a few wrong
turns — Brexit most of all — have since
left it adrift and buffeted by economic
squalls. More than a week into the UK’s
general election campaign, the main
parties have trailed some key policies.
Butneither has given a coherent answer
to the central question: what exactly
Britain’s economic model should be.
The UK economy is over 20 per cent
smaller than if it had it maintained its
pre-2008 trend growth rate, though the
pandemic and energy price spike due to
the Ukraine war have taken a toll. A suc-
cession of growth plans, prime ministers
and chancellors in recent years have left

aconfused approach to key areas of eco-
nomic policy, and a gap where the post-
Brexit growth strategy should be.
Britain cannot continue muddling on.
The country must rise to several domes-
tic and international challenges. Lack-
lustre productivity growth is straining
revenues and living standards. Britain’s
standing as an international business
hub is under increasing pressure. It
must also navigate shifts in geopolitics,
technology, and demographics. Who-
ever can most cogently articulate what
it wants the country’s economy to be
should be entrusted totake it forward.
That begins by outlining a clear and
realistic growth strategy to provide a
framework for long-term tax, invest-
ment and regulatory decisions, and the
country’s relationship with the EU. The
Conservatives have so far resorted to an
ad hoc approach of propping up sectors,
while setting out ambitions to be
“world-leading” in everything from
cryptoassets to the future of transport.
Shadow Chancellor Rachel Reeves’s

“securonomics” plan is closer to the big-
budget interventionism of America’s
“Bidenomics”, though with far smaller
financial resources behindit.

First, Britain must decide what it
wants to be good at. It cannot compete
on all technologies and fronts in the
green transition, given the size of its
market, capital and work force relative
tothe US, China and the EU. That means
it should create conditions for its com-
parative advantages — including in
financial services, universities, life sci-
ences, and some renewable technologies
— to thrive. This would give it a surer
place in the global economy, rather than
spreading itself thinly across numerous
sectors. Then it needs to narrowly
define where the UK needs a domestic
foothold for any national, energy and
supply chain security considerations.

Next, broader growth opportunities,
across the UK’s regions and nations, can
be unlocked by removing impediments
that hinder business and investment in
all sectors. That means simplifying

Drawing up a
coherent plan
necessitates
difficult
trade-offs,
which recent
governments
have been
unwilling to
acknowledge

planning processes — to get houses and
infrastructure built faster, supporting
Britain’s vast pools of long-term capital
to invest in start-ups, and developing a
flexible skills system. A commitment to
default regulatory alignment with the
EU, which remains the country’s largest
trading partner, would also bring much-
needed certainty for industry. Diver-
gence should be sought only when itisin
Britain’s clear economic interest.
Drawing up a coherent economic
model necessitates difficult trade-offs,
which recent governments have been
unwilling to acknowledge. It means pri-
oritising strengths and competitiveness,
not giving in to powerful lobbies, and
potentially upsetting some constitu-
ents. By the end of campaigning, the
vision for Britain’s economy must not
look as amorphous as it is now. Other-
wise, the next government risks contin-
uing to take the country down a path
where political expediency trumps eco-
nomic logic. In that case, the UK’s rela-
tive decline will be all but setin stone.

Opinion Election

UK politics must stop
fixating on the grey vote

Ewan White

Stephen
Bush

eir Starmer and Rishi
Sunak are both fighting
defensive election cam-
paigns — albeit of very dif-
ferent types. Starmer is
running a safety-first campaign
designed to reassure voters who have
switched from Conservative to Labour
— or from Conservative to “don’t
know” —thathis party can be trusted.

Sunak’s strategy, on the other hand,
is throwing the kitchen sink at voters
in a bid to regain those who supported
the Conservatives in 2019, but now tell
pollsters that they will vote Reform, or
do not know. His aim is not necessarily
to win, but to save as many Tory seats
aspossible.

What both have in common is their
focus on voters who are past retire-
ment age. There is much to be said
about the electoral shortcomings of
this approach. On the Labour side,

Too often, the debate
becomes about cheap
tricks to promise the old
more for less money

it means that Starmer essentially
wakes up every morning and finds
another way to limit his freedom of
movement in government. Every-
thing from changing the UK s relation-
ship with the European Union to tax
rates to immigration policy has been
ruled out. This makes his campaign
to return Labour to office easier but
it carries with it the risk of a short
stayin power.

On the Tory side, Sunak’s approach
is hampered by inconsistency. Over
the past year, he oversaw two budgets
in which the government handed out
the best part of £20bn in cuts to
national insurance — a tax that most
of the older voters he is wooing do
notpay.

It would have been better, even from
the position of Conservative self-inter-
est, if Sunak had spent that £20bn on
the public realm instead. Particularly
if it had targeted services such as the
NHS, which older voters are more
likely to use. Splashing £20bn on a tax
cut for a voter bloc he has no interest
in is now fruitless. Along with the self-
defeating decision to launch his core
vote charm offensive with a half-
baked policy on national service, the
prime minister’s whole endeavour
smells of desperation.

In ageing democracies, it is possible
for parties to win with a near-exclu-

sive focus on people in the final third
of their lives. But there are policy
reasons why they shouldn't. Doing so
distorts how political parties think. In
the end, no one is happy: the old and
the young get poor services, while
everyone else feels neglected.

One reason for this is that, inevit-
ably, we cost the state the most at the
beginning of our lives and then again
as we get closer to the end. Parties that
compete solely for the older vote will
have many more opinions about how
the state should spend its money than
how the economy as a whole should
operate.

There are important debates to have
about state spending, including the
role of private providers in healthcare
and the use of machine learning and
other forms of innovation in schools
and hospitals. But too often, these
become about cheap tricks to promise
the old more for less money, rather
than the result of deep engagement
with the policies in question.

The same problem is repeated when
a party that almost exclusively talks
to the old tries to think about the very
young. Spending again looms large.
Small wonder that both the main UK
political parties have narrowed their
offer to working-age voters in terms
of childcare and recruiting school
teachers: the youngest, like the oldest,
are most in need of state largesse. This
is worthwhile, but it is also expensive,
and unlikely to raise enough money or
produce enough talent to succeed.

‘What makes a party successful in
policy terms instead of just electoral
ones is an ability to go beyond spend-
ing promises for targeted voters in
order to create the type of voters it
wants. David Cameron, the last prime
minister with a legacy that extended
beyond mere election victories, had
the same type of voter in mind as his
two Labour predecessors: a socially
concerned person who worked in
financial services. This approach fell
out of vogue in the Tory party because
he never succeeded in winning over
sufficient numbers of those voters to
win big majorities. But Cameron man-
aged to oversee policy achievements,
forgood and forill, that have endured.

The absence of a similar focusis one
reason why Rishi Sunak’s government
has been so scattershot. Apart froma
culturally conservative pensioner who
does not use the NHS or worry about
potholes, his imagined voter seems to
be a national service graduate with a
military commission and a maths
A-level. Meanwhile, Labour’s ideal-
ised voter seems to be a person in a
post-industrial town that now makes
solar panels. It remains to be seen
whether a Labour government will be
able to break the UK’s recent run of
chaotic leadership with little vision
beyond the elderly.

stephen.bush@ft.com
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Flawed thinking blinds investors to dangers of a Trump victory

Katie Martin’s shrewd advice
(“Markets cannot keep ignoring
Trump’s bid for re-election”, Opinion,
May 31) that investors should be
cautious about a second Trump
presidency is likely to go unheeded.

In this bull market, her warning is as
welcome as a pub’s “last orders”
announcement. As one investor

delicately explained, Wall Street’s
preference to your reporters in the
related story “Billionaire Ackman
warms to Trump as Wall St swings
behind ex-president” (Report, May 31),
Donald Trump lacks “family values”,
but he’s “a more commercial guy” than
the incumbent. “Our kind of people
like that”, he added unnecessarily.

This is the same flawed quarter-to-
quarter thinking that sometimes blinds
his kind of people to longer-term
market conditions, especially
geopolitical ones. A president who
ignores the law to reverse an election
outcome wouldn't hesitate to ignore
laws governing commerce if doing so
served his interest. In societies long

past the bond of the handshake,

enforceable laws are all that protect

business transactions. Saying so is no

endorsement of Joe Biden; it merely

underscores our dilemma.
Something to think about over the

next two quarters.

Luke Popovich

Washington, DC, UK

Egging on Thilisi protesters
risks new Russian invasion

Your report on the Georgian
parliament passing the “foreign agents”
law despite months of protest (Report,
May 29) highlights that the large
majority of the population wishes to
join the EU and Nato. But it overlooks
— as the Georgian government cannot
— the constraints imposed by the
geopolitics of the country’s location. It
has a long northern border with Russia.
Two of the country’s provinces,
accounting for about a fifth of its
territory, were invaded by Russia in
2008 and continue to be under de facto
Russian control, putting Russian troops
only 40 kilometres from the capital.

The war in Ukraine has stoked fears
in the Georgian Dream government
and across the population of
“Ukrainisation” — meaning that if the
west cannot properly protect Ukraine,
much larger and closer to Europe than
Georgia, it is even less likely to offer
assistance to Georgia in the event of
more Russian aggression. The
government is anxiously strengthening
relations with China. The day after
parliament approved the new bill it
announced that a Chinese consortium
would upgrade Anaklia port, as a pole
on the Middle Corridor route from
China to Europe, bypassing Russia.

It is important for western states to

" WHAT MoRE PRooF Do
You NEED oF His INNocewcE?"

avoid inflaming the security dilemmas
faced by the government. Having
another Kyiv Maidan situation in
Thilisi is not in the interests of Europe
or the US. It could provide Russia with
a pretext for another invasion.

Tato Khundadze

PhD candidate, The New School,

New York, NY, US

Robert H Wade

Professor of Global Political Economy,
London School of Economics,

London WC2, UK

Tornado-hit Louisiana

NGO in climate plea

The move by Crédit Agricole and BNP
Paribas to no longer back oil and gas
bond deals has provided a much-
needed glimmer of hope (“BNP Paribas
and Crédit Agricole shun oil and gas
bond deals”, Report, May 29).

The offices of the community
outreach organisation I founded in
south-west Louisiana, the Vessel
Project, was destroyed in a tornado last
month. Ironically the people we help
are often dealing with the after-effects
of extreme weather, while they are
surrounded by the very industries
creating the problem which also are the
ones polluting the air and water.

The fact that two major European
banks will no longer underwrite bonds
in these polluting industries is a
positive step but more banks need to
make this commitment. US banks are
failing to make similar policy changes
which would address the risk involved
in fossil fuels and the harm they create.
Japanese banks are moving up the
global rankings on oil and gas
financing.

My community in Louisiana can see
the urgent need to address climate
change and it is to our cost if many of
the world’s major banks do not.
Roishetta Ozane
Lake Charles, LA, US

How our own brains work
may be Al's biggest insight
I agree with the motivation for your
editorial (FT View, May 31), but think
the artificial intelligence you speak of is
a “black box”, whether it should be or
not. It is trillions (at least — more likely
several powers of 10) of artificial
neurons, inspired by natural systems,
interacting in ways we don’t fully
understand. It is not a car with well-
defined human components: engine,
wheels, etc. Basel-type regulation is not
applicable. We know the inputs: pretty
much everything (eg the whole of
Wikipedia).

We know how to build such systems
but in some ways training them is akin
to growing a new plant or creature.
Whether they prove of commercial use
or not, perhaps the most useful insight
such models might provide is to know
how our own brains work: biological
systems are more difficult to study.

For the time being I shall ponder the
wonderful mind of my wife. A trivial
argument with her inspired this letter!
Roderick Wallace
Beckenham, Kent, UK
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Martin Wolf and Robert Kagan on
democracy’s year of peril
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Why China’s
hotels are
being told

to welcome
foreign guests

by Thomas Hale

or the past year, the Chinese

government has been trying

to encourage overseas

visitors to return to China.

Last month, it took the
unusual step of insisting that hotels
stop turning them away.

Foreigners are rarely rejected from
hotels in China’s biggest cities. Outside
them, however, it remains a lingering
risk. While making a recent visit to
Changsha, the provincial capital of
Hunan, it happened to me.

In most cases, a hotel will claim that
it lacks the relevant qualification to
accept overseas guests. The central
government’s notice specifically
prohibits hotels from rejecting visitors
on such grounds. So what explains the
practice?

Part of the answer lies in China’s
history. The country introduced
measures for “control of security in
the hotel industry” in 1987, at a time
when it was reopening to the world.
These require that details of overseas
guests are submitted to authorities.

Ken Jarrett, a former US consul-
general in Shanghai, arrived in 1979
when there were limitations on where
foreigners could stay. He recalls
having to ask for a “foreigners’ hotel”,
as well as crowds of Chinese people
gathered outside the famous Peace
Hotel in Shanghai trying to figure out
what was going on inside. One
explanation for the current rejection
of overseas guests is the residual
memory of that set-up, even if it is
hard to identify any definitive sign of
specific qualifications required. Zhao

Huanyan, a senior economist in the
tourism and hospitality industry, says
hotels cite the purported qualification
as an “excuse”, and that the reality is
that they may lack the training or
language skills to accept foreigners.

Based on the 1980s government
regulations, hotels must still scan the
identification documents of foreign
visitors when they check in. The
information is passed on to the local
Public Security Bureau (PSB). In post-
Maoist China, the political climate
would have been highly attuned to
any foreign presence. Political
tensions with the US may explain the
persistence of such practices.

Chinese identification documents
need to be registered at hotels, too,
and staff say these details are also sent
to the PSB. In some regions, such as
Hunan, the local version of
regulations confirm this. The PSB
fines hotels if they input information
incorrectly. Foreigners, having distinct
documentation, may therefore be an
administrative risk for hotels rather
than a target for discrimination
(though there are accounts of this
occurring during the Covid-19
pandemic).

China’s habit of closely tracking
guests extends far beyond the recent
communist past. Over two millennia
ago in Qin dynasty China, Shang Yang,
areformer who advocated harsh rules,
wanted to stay at an inn while on the
run after his political fortunes
changed. The innkeeper, citing the
fugitive’s own rules, said he could only

stay if he registered his true name.

“Oh my legislation,” he lamented.
“The law has been corrupted.” He was
subsequently torn apart by chariots.

In recent decades, Chinese hotels
have emerged as a core component of
local infrastructure, closely enmeshed
with government and often built on a
vast scale. In a country where citizens
in living memory required a letter
from the head of their work unit to
travel, they are an important part of
the state’s security apparatus —a
leviathan that only rarely surfaces for
air. Foreigner rejections may simply be
an unintended consequence of that
domestic apparatus. But it is hard to
entirely discount the possibility that
behind the scenes, local authorities are
intervening to constrain certain
establishments. The history of China
may help to shed light on the origins of
foreigner rejections from hotels, but
the system it has produced makes it
difficult to be certain of the precise
cause.

Back in Shanghai, I popped into a
boutique hotel to double check they
would accept friends visiting from
overseas. The answer was yes. The
receptionist was under the impression
that hotels rejecting guests lacked the
right qualification. But she was not
sure of the credentials in question, or
the exact details of the rules. “There
are so many departments,” she said,
gesturing around her. “There’s
definitely someone who knows.”

thomas.hale@ft.com
Additional reporting by Wenjie Ding in
Beijing
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he demise of postcolonial

liberation movements is

frequently messy — but it is

ultimately essential. It may

be worth remembering this
in the months ahead as South Atrica
charts a new course in the wake of the
shattering electoral setback for the rul-
ing African National Congress. It is a
moment of great peril — but also, after a
decade and a half of drift and dysfunc-
tion, of promise, too.

Whether via force, skulduggery or
lack of viable opposition, liberation
movements tend to cling on to power
long after they have forsaken the ideal-
ism of their early days in office. Until
recently, this seemed the likely dismal
trajectory of the ANC. Long ago it lost
sight of the distinction between party

How the ANC can save South Africa

and state. So corroded has it become in
the 30 years since it took charge at the
end of white rule that just about any-
thingit touches seems to wither away.

And yet right at the end of its sixth
consecutive five-year term in office it
has bequeathed — if unintentionally —
something of incalculable value to
South Africa: it has overseen an election
in which it has taken a pounding, crash-
ing from 57 to 40 per cent of the vote —
and accepted the result. Voters in Zim-
babwe, Angola and other countries liv-
ing under the dead hand of effective
one-party rule willlook on with envy.

It is not yet clear if this presages the
party’s long-term decline along, say, the
lines of another once lionised ex-libera-
tion movement, the Indian National
Congress, which also first lost power
after 30 years in office, and is now a
shadow of its former self. Exit polls sug-
gest it has just been trounced in a third
successive election by the Bharatiya
Janata party.

But what is clear is that for South
Africa, rather sooner than expected, the
second chapter of the post-apartheid
story is under way. The country has

long, and sometimes vaingloriously,
liked to trumpet its exceptionalism.
Now is its chance to live up to this. The
question is whether it can again defy the
doom-scenarios as it did in the early
1990s when it averted civil war.

The looming nightmare this time is
the economic implosion that would
surely follow if the ANC does a deal with
radical breakaway parties to stay in

The country has long
liked to trumpet its
exceptionalism. Now is its
chance to live up to this

power. Siren voices in the leadership
still like the idea of a coalition with the
uMkhonto weSizwe (MK) party of dis-
graced former president Jacob Zuma,
who wants to scrap the constitution,
and/or with the Economic Freedom
Fighters, a rag-bag of race-baiters and
would-be expropriators fond of spout-
ing Marxist-Leninist claptrap.

This would be a calamity. Investors

would all but give up, the economy
would shrivel and the ANC would
deservedly go down in history as just
another shabby movement that has
betrayed its people, little better than
Zimbabwe’s predatory elite.

The only sensible option is a deal with
the leading opposition party, the cen-
trist Democratic Alliance, which won
22 per cent of the vote. In part thisisa
matter of head versus heart. The DA isa
market-friendly party with a successful
record in running the Western Cape. But
with its mainly white leadership and
having hoovered up the supporters of
the National party, the now defunct
party of apartheid, it has struggled to
shed the perception that it is out of
touch with the Black majority.

The signals from the ANC’s leadership
are encouraging. In turn, the DA has to
ask itself some big questions. It has
failed to capitalise on the dire record of
the ANC, whose defecting supporters
mainly turned to Zuma’s MK. By the
time of the next election, it also needs
a Black leader. In coalition, it may then
have achance of running the show as the
ANCisin utter disarray.

South Africa’s prospects remain
rocky. MK, which came third with
nearly 15 per cent, is a wild card. It may
end up running Zuma’s home province
of KwaZulu-Natal, which would lead to
a haemorrhaging of investment there.
He has already threatened a resumption
of the violence that has plagued the
province over the years.

Much of the damage wrought to the
national infrastructure will be imposs-
ible to repair. It is salutary to note that
the ANC sowed many of the seeds of this
malaise before Zuma took power in
2009; he just turbocharged it. But there
are ways of mitigating the damage and
restoring economic growth.

A former ANC grandee reflected
recently on the fate of Zambia’s liber-
ation movement, Unip, which ruled
for nearly 30 years until 1991 and now
doesn’t have a single MP. This could be
the ANC’slot. Or it could stumble on like
India’s Congress. Or it could just poss-
ibly revive itself. Whichever happens,
first it has to make a fateful decision —
onwhich South Africa’s future depends.

alec.russell@ft.com

Russias nuclear
threats are
losing potency

GLOBAL AF

Gideon
Rachman

ussia is once again waving

around its nuclear weapons.

Last week, Vladimir Putin

warned Nato countries

against allowing Ukraine to
use western munitions to strike Russia.
The Russian leader warned of “serious
consequences” and said that Ukraine’s
allies should be aware of the “small ter-
ritory” and “dense population” of many
European countries.

In case this was too vague, Dmitry
Medvedev followed up with a more
blood-curdling threat. Russia’s former
president cited Putin’s words and
added: “The use of tactical nuclear
‘weapons can also be miscalculated. This
would be a fatal mistale.”

Medvedev has a reputation as a man
who is fond of strong drink. But Moscow
hasalso taken actions recently to under-
line its threats, with Russian troops con-
ducting nuclear drills near the border
with Ukraine.

These moves have not deterred sev-
eral Nato nations, including the US,
from taking the latest step up the escala-
tion ladder by approving the use of their
weapons inside Russian borders.

This latest move by Nato nations
reflects a mix of confidence and

nervousness. On the positive side, the
US and its European allies are now less
concerned about the threat that Russia
will go nuclear than they were 18
months ago.

On the negative side, they are also
increasingly uneasy about the situation
on the battlefield. The new willingness
to allow Ukraine to strike back atenemy
artillery positions and missile bases —
even if they are inside Russia itself —
reflects a concern that Ukraine is
gradually losing the war. As a result,
Kyiv’s western backers feel compelled
to tolerate a greater level of risk to keep
Ukraine in the fight.

The west’s willingness to take on this
level of risk represents a dramatic shift
in thinking since Russia’s full-scale inva-
sion in February 2022. Back then, Nato
countries were nervous about providing
Ukraine with any offensive weapons.

The provision of each new significant
capability to Kyiv — long-range missiles,
tanks, fighter jets — has been accompa-
nied by prolonged, sometimes agonised,
debate in the west and by nuclear
threats from Russia. But each time
the Nato countries have crossed a
threshold, the Kremlin has failed to
malke good on its nuclear threats. And
that has made it easier for the western
alliance to take the next step.

But the fact that the US and its allies
are no longer quite so anxious about
Russia’s nuclear posturing does not
mean that they dismiss the threat com-
pletely. Indeed, there are some western
officials who remain very uneasy about
the potential for escalation involved

in authorising the use of weapons,
provided by the west, to strike Russian
territory.

Their concern is that Russia will
regard this latest step as the escalation
of a proxy war by the west and could
make what it regards as a symmetrical
response — involving counterstrikes on
Nato territory. That might lead Russia
and Nato very close to the direct conflict
that western leaders have always sought
to avoid. Russian military doctrine is
believed to assume that Moscow cannot
prevail in a conventional war with the
west, and so to envisage the early use of
nuclear weapons.

Despite talk by Emmanuel Macron,
France’s president, of eventually sta-
tioning French troops on Ukrainian soil,
the western alliance is still trying to

The west's new willingness
to allow Ukraine to strike
back at enemy positions
represents a dramatic shift

maintain its clear red line against direct
involvement in a conflict with Russia.

‘When Iran recently loosed off a
barrage of missiles at Israel, the US
and its allies got directly involved in
shooting them down. Ukraine has
received no such support against
Russian missile assaults on cities and
infrastructure — partly because of the
risk that western air forces mightend up
shooting directly at Russian forces.

Even now, the US has put significant
restrictions on how far Ukraine can go
in striking back against Russian forces
with US-provided weapons. The new
policy is that Ukraine is free to strike
at Russian forces that are firing into
Ukraine from just across the border. But
strikes at targets deep inside Russian
territory arestill off the table.

Despite the concerns about Russia’s
potential response to this latest move,
US decision makers still think the cir-
cumstances that could trigger a Russian
nuclear response are fairly distant. The
two situations most often mentioned
are if the Russian army is about to be
routed on the battlefield; or if Ukrainian

Ann Kiernan

ground forces threaten Crimea, which |
i still, political disagreement must be

Russia formally annexed in 2014.

The closest that the world has come to
areal nuclear crisis over Ukraine, so far,
was in October 2022 — when Russia
suffered a series of catastrophic set-
backs in the war, including the loss of
Kherson. There was one weekend when
western officials became seriously con-
cerned that Russia might be on the point
of going nuclear.

But that crisis also created a new play-
book for how to deal with Russian
nuclear threats, when they look really
serious. Step one is to talk to Russian
counterparts and to threaten direct and
massive western involvement in the
conflict. Step two is to talk to other
major powers — in particular, China and
India — and to get them to warn Russia
off, preferably in public.

For the moment, this playbook is
backin the desk drawer. But it may have
to be brought into operation once again
before the war in Ukraine comes to an
end —oneway or another.

gideon.rachman@ft.com

UK universities are in a global competition — government must step up

Deborah
Prentice

t is 12 months since I arrived in

Cambridge from the US as its new

vice-chancellor. I came here with-

out preconceptions about the UK’s

infrastructure, economy and
higher education sector. A year later, I
now understand how this extraordinary
place can help drive economic growth,
innovation and productivity far beyond
the city and its region.

Having worked at Princeton for over
30 years, I find the role of this university
very different to that of its American
Ivy League peers. Cambridge can con-
tribute to the UK at a scale and with
a significance that no single US univer-
sity can match. It has a clear role to
play as a national university, in the
service of the country. With the need
to stimulate economic growth at the
heart of matters for whoever forms
the next government, there are lessons

and challenges from our experience.

The university’s national role
includes, of course, both education and
world-class research and expertise.
Crucially, though, working in partner-
ship with the private sector enables
the innovation that creates wealth,
jobs and tax receipts — while providing
the medicines and technologies that
improve our world.

But if we are to replicate these suc-
cesses then both Cambridge and others
— indeed the UK as a whole — need to
improve how we translate scientific
excellence into economic impact.

Cambridge already contributes
around £30bn each year to the UK econ-
omy. 'T'his delivers benefits right across
the country. It is Europe’s “unicorn”
capital. Over the past three decades,
178 spinouts and more than 200 start-
ups connected to it have emerged,
including semiconductor giant Armand
the global life sciences firm Abcam.

This success is no accident. For years,
Cambridge has done things differently.
The university’s intellectual property
management policy is liberal, providing
greater freedom to our researchers

and ensuring that they benefit from
the commercialisation of their ideas.
We have established science parks,
venture capital funds and accelerator
programmes. Cambridge is now a
globally significant place to start and
grow businesses.

The key question is: what will it take
to expand on this success, both here and
across the UK?

Cambridge and others
need to improve how we
translate excellence
into economic impact

One answer to this question begins
with access to talent from around the
globe. The UK’s world-class universities
are a huge draw, but they are currently
facing significant headwinds in the
form of rising immigration fees and
restrictions.

We are told by the government that
these changes will not prevent the
brightest and most talented from

coming to the UK. But they send a not-
so-subtle message that foreigners are
not welcome here. That alone is enough
to deter talented students and academ-
ics, who are increasingly looking to
the US, Asia, to other parts of Europe —
our competitors for talent — for a warm
welcome.

Indeed, tor Cambridge to sustain the
success of our innovation ecosystem
we need the brightest and best from the
UK and around the world to come here
— especially as postgraduate research
students —and for a better environment
to supportthem.

Last year, we asked the government
for action in four policy areas: better
infrastructure in the city and region;
better access to talented, skilled people;
stable research funding; and better
access to capital, particularly in the
scale-up phase of innovative new com-
panies and products.

‘We need the government to also
focus on delivering a favourable envi-
ronment when it comes to patents,
licences, spin-outs, industry collabor-
ations, venture funding — not just on
infrastructure, important though it is.

This kind of reform would enable
big research-intensive universities to
really take off. As it stands, the eco-
nomic impact from our scientific excel-
lence does not match the level and
excitement of ourresearch.

Britain is in a global competition; I
know first-hand that what US univers-
ities spend on research in Boston and
Silicon Valley is many times larger
than what we see coming from our
leading institutions in the UK. Despite
this, Cambridge is ranked first globally
for science intensity; we should aspire
for it also to be the leader in translating
research for economic impact. At the
moment it is very good, but not yet
great.

The lessons for incoming ministers
set on solving this country’s productiv-
ity underperformance are there to be
learnt from our example, in terms of
the barriers we face and the support
we lack. This is both a huge challenge
and huge opportunity for whoever wins
the general election.

The writer is vice-chancellor of Cambridge
university

Slovakia doubles
down despite
assassination

attempt

Anton
Spisak

tter Soviet tanks invaded

Czechoslovakia in 1968,

Milan Kundera observed

that a small nation “is one

whose very existence can
be put in question at any moment”. The
recent shooting of Slovak prime
minister Robert Fico, who survived
the attempt, has underscored this frag-
ility for the central European nation
of 5.4mn. But the primary threat to
Slovakia today comes from within — a
sharply polarised society.

The assassination attempt on Fico
is unprecedented for Slovakia but
follows a series of high-profile incidents.
In 2018, the murder of investigative
journalist Jan Kuciak and his fiancée
sparked the largest protests since
the 1989 Velvet Revolution. A recent
homophobic attack in Bratislava
claimed two young lives. Zuzana Capu-
tova, Slovakia’s outgoing president,
chose last year not to seek re-election,
partly because of death threats against
her and her family.

Fico became premier in 2006 on a
leftwing platform but soon became
embroiled in corruption scandals. After
heleft office in 2018, some of his closest
colleagues faced criminal prosecution.
Last September, he staged a comeback,
winning parliamentary elections by
tapping into nationalist sentiments.

His government has not shied away
from controversy. In just six months, it
has abolished the special prosecutor’s
office tasked with investigating high-
profile corruption cases, softened penal-
ties for white-collar crime and dis-
tanced itself from the western foreign

This attack on Fico should
prompt reflection about
what has brought the
nation to this point

policy consensus on Ukraine and China.

tolerated in a democratic society; any
form of political violence mustnot.

The attack on Fico should prompt
reflection about what has brought
Slovakia to this point. The nation has
long been split between liberal-leaning,
pro-western urban voters and older,
poorer and rural Slovaks nostalgic for
the pre-1989 era. And Slovak politicians
have exploited these rifts for years.
Recent elections have shifted from
contests of political ideas into clashes of
values and world views. On one side is
the aspiration to align with the political
west; on the other, disappointment at
post-1989 trends and the cultural condi-
tions of central and eastern Europe.

What bodes ill for reconciliation are
the developments after the attack. A
shortlived moment of unity emerged
when Caputova and her successor, Peter
Pellegrini, called for calm. But ultra-
nationalists from the ruling coalition
blamed the attack on the liberal opposi-
tion and media’s “witch hunt” against
Fico. Nor does the government seem
much deterred from pushing its agenda.
Since the shooting, it has passed a law
placing the arts council under political
control and advanced plans to disman-
tle the state broadcaster — all while
ignoring the country’s most acute chal-
lenges. Slovakia faces the Eurozone’s
highest deficit this year and its dire pub-
lic finances require cuts of 1.5 per cent of
GDP under the EUs new fiscal rules.

This puts opposition parties in a near-
impossible task of having to challenge
government policies without engaging
in a destructive blame game. The EU,
too, faces hard a choice. The European
Commission, which had earlier warned
Fico about the consequences of his gov-
ernment’s actions, must decide whether
to freeze €3.7bn from the EU’s post-pan-
demic recovery fund. Suspending these
funds now could bolster Fico’s national-
ist appeal, but ignoring his transgres-
sions would give succour to nationalist-
populists elsewhere across Europe.

‘What Slovakia, a small nation wres-
tling with large internal rifts, needs now
is political leadership that restores
decency in public life. Rejecting political
violence was the necessary first step. But
Slovaks across the political spectrum
must also recognise that the attack can-
not serve as a pretext to suppress legiti-
mate critics of government policies. How
Slovakia navigates this delicate balance
will be the test of its national resilience.

The writer is an associate fellow at the
Centrefor European Reform
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Corporate China is suffering
from a dearth of expat workers
© INSIDE BUSINESS

Opec+ squeezed as shale and
offshore fields raise efficiency

s far as jobs go, Opec’s
has become one of the

toughest around. It is one

thing to try to stabilise a

growing oil market,
alternatively tightening and
loosening the taps in order to smooth
out cycles. It is quite another to
attempt to hold prices artificially
high, amid slowing demand growth
and new pools of supply. Indeed,
there are signs that the cartel and its
outside supporters — the so-called
Opec+ — may be running out of road.

That is one way to read this
weekend’s announcement. While all
the existing curtailments have been
extended, the “voluntary cut” by
eight members of 2.2mn barrels a day
(mb/d) will gradually be reversed
from October 2024, subject to market
conditions.

Itis not hard to see why Opec+
members, which Goldman Sachs says
have amassed 6.5mb/d of spare
output capacity, might want to bring
some of that back online. Yet the
market will struggle to accommodate
these extra barrels without prices
falling. Already, non-Opec supply is
rising more than demand, thanks in
large part to the growth in US shale. It
is forecast to do so next year as well.

Opec+ cannot count on demand
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this decade, according to the
International Energy Agency.

Meanwhile, US shale and offshore
plays such as Guyana have years of
solid growth ahead of them.

But while the cartel may have to
abandon any dreams of triple-digit
oil, it has no incentive to throw in the
towel completely and let production
rip. For one thing, the cartel has a lot
to lose. The market price needed to
coax the marginal barrel into
production is somewhere in the $50-
$60 per barrel range, says Citi.

That’s a long way below the current
$78 per barrel. For another, it is not
clear that it would help Opec+ regain
its dominance.

Opec’s last attempt at a price war,
in 2014, was predicated on the hope
of knocking high-cost US shale
producers out of the market.

That industry has since tapped
unimagined efficiencies, and the
latest round of Permian consolidation
should further contribute to falling
production costs.

Offshore fields have also become
more efficient, with Guyana’s break-
even below $30/barrel, according to
Rystad Energy research.

That leaves the cartel in a tough
spot. It can't let rip but lacks the
means to manage a well-supplied

Zantac litigation shows
how GSK will again be
haunted by uncertainty

Sunday should have been a triumphant

moment for Emma Walmsley’s GSK.
At a Chicago oncology conference,
the UK drugmalker presented fresh
data on a myeloma medicine that it
withdrew from the US market in 2022.
GSK hopes that recent study data
could aid Blenrep’s reintroduction.
Instead, investors’ attention was
drawn by an unwelcome development
further east: a ruling by a judge in
Delaware that will expose GSK to jury
trials in the state in cases involving its
heartburn treatment, Zantac.
Concerns over liabilities related to
Zantac litigation have dogged GSK’s

shares for the past two years, ever since

a Morgan Stanley note estimated a
product liability of as much as $27bn
for GSK. Although estimates have
come down since, the uncertainty is an
unwelcome old foe that chief executive
Walmsley can ill-afford.

The judge said evidence presented by

lawyers acting on behalf of plaintiffs
who claim a link between the drug and
various cancers would be admissible in
trials. The ruling does not determine
liability or imply the court agrees with
the science. But Delaware accounts for
about 70,000 of GSK’s remaining
80,000 cases relating to Zantac.
Investor hopes had been high that
the decision would go the other way
and would in effect neutralise the
threat of these cases. GSK insists there
is no reliable evidence that the active
ingredient in Zantac increases the risk

GSK had recovered its
Zantac losses
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of any cancer. Prior to Friday’s ruling
GSK’s shares had gained nearly a fifth
year to date. They had even touched
levels last seen before August 2022,
when the Morgan Stanley note on
Zantac shook the market.

News of the Delaware ruling caused
GSK’s shares to drop nearly 10 per cent
yesterday, wiping more than £6bn off
GSK's market capitalisation. Taking
Citi’s assumption of $3bn of settlement
costs related to Zantac, that might
seem an overreaction. Yet the
litigation is only one of several doubts
that Walmsley still needs to overcome.

GSK plans to seek an appeal against
the Delaware ruling but that process
could take eight to 12 months.
European pharma companies without
obesity-drug candidates find it hard
these days to compete for investor
attention. Without a resolution to the
Zantac overhang in sight, Walmsley’s
task has just become harder.

Consolidation in Italian
banking heads towards
a Goldilocks moment

The starting gun has sounded on
European bank consolidation, with
BBVAT hostile approach for Spanish
rival Sabadell.

In Italy, once expected to lead this
race, the pace seems more subdued.

Banco BPM boss Giuseppe Castagna
last week stated that conditions were
not right for a deal with state-owned
Monte dei Paschi and that they would
not be before 2026.

But consolidation is coming — and
BPM, also known as Bami, will be a key
part of it. Castagna’s timeframe
appears pessimistic.

The country is approaching a
Goldilocks moment when the politics
and economics are right to get a deal
done. Key players, notably UniCredit’s
chief executive Andrea Orcel, have
staked their reputations on being
ready to take advantage.

It all comes down to valuation.
Italian banks and their shareholders
made hay, across the board, as interest
rates rose. As the sun sets on this rate
cycle, their fortunes will diverge,

‘ Italian bank shares soar ‘
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away from a deal, judging it poor value.
But, helped by higher rates, MPS is
now in recovery mode: it reported a
CET1 ratio of 18 per cent in the first
quarter.

MPS is an obvious participant in
consolidation with the government a
willing vendor, holding just over a
quarter of the shares. Prime Minister
Giorgia Meloni’s ruling coalition would
probably prefer a privately struck deal
over a state-induced solution.

The overhang of its stake, plus MPS’s
chequered history, has put off
investors and buyers in the past.

But the bank’s shares have soared
this year alongside peers such as Bami,
UniCredit and BPER. Still, MPS is
valued at 0.6 times tangible book value
compared with its peers now closer to
book.

A Bami-MPS deal is certainly a
possibility. But Bami is also the
preferred and long-mooted option for
UniCredit.

Were Orcel to stand by, a
combination of Bami and MPS would
be bigger in terms of market share in
Italy than UniCredit, limiting its
options to grow domestically.

Another candidate for consolidation,
BPER is essentially off the market
thanks to the controlling stake of
insurer Unipol.

For UniCredit in particular, with its
insurance business, that overlap would
present complications in terms of
limits on distribution.

Orcel is biding his time. Bami is more
exposed to falling interest rates than
UniCredit. It is the ECB’s next move,

Toyota’s safety scandal
will leave a dent on its
hybrid renaissance

What is worse for a carmaker’s
reputation: rigging emissions tests or
collision-safety tests?

A Japanese government investigation
has found that Toyota Motors falsified
data and skirted impact-safety tests for
seven past and current vehicles, adding
to the scandal engulfing the carmaker.

A decade after German rival
Volkswagen’s emissions scandal, where
it admitted fitting cars with devices to
help beat official tests, VW’s reputation
has yet to fully recover.

Yesterday Japan’s transport ministry
said that Toyota submitted faulty data
during pedestrian-safety tests for three
current models, and used modified test
cars for collision-safety tests for some
past models. Toyota admitted that it
had provided inadequate data in
occupant and pedestrian-protection
tests for some models including one
sold under the Lexus luxury brand.

It has temporarily halted shipments
and sales of three cars made in Japan.

The latest findings come soon after
other similar scandals. In January,
Toyota Industries Corp suspended all
engine shipments after an investigation
revealed it had falsified power-output
figures. Last year, its wholly owned
subsidiary Daihatsu was found to have
distorted collision-safety test results,
dating back as far as 1989. In 2022
another subsidiary, Hino Motors, said
it had systematically falsified emissions
data, dating back as far as 2003.

This latest scandal has hit after
Toyota posted a record profit for the
year to March. It reaped the rewards of
its reputation as a hybrid pioneer:
nearly 40 per cent of its sales in April
were petrol-electric hybrids.

Awkwardly, it uses its safety features
as key selling points for its cars.

Toyota shares are down 14 per cent
from a March peak. Yet even after the
decline, its stock trades at more than
10 times forward earnings, at nearly
triple the valuation of rival VW.

Its troubles don’t appear to be over
yet. Officials will be carrying out an
onsite investigation of its headquarters
this week. There is a limit to how often

growth to help it out of its tight spot. market without getting stuck in an Jun Jan Jan Jan giving buyers their opportunity. perhaps as soon as Thursday, that will a company can pledge to tighten
Consumption may peak as early as endless series of irreversible cuts. 20212022 2023 2024 UniCredit rejected a state-backed determine when the time is just right oversight before it loses credibility with
SOfECLOES tie-up with MPS in 2021. Orcel walked | to make a move. investors and customers alike.
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1 Mortal sins we'd do revealing weaknesses
()

& Assess reservoir in which uranium’s
found (3,2)

9 Weapon is turned against beloved
maiden (7)

10 Long-distance traveller’s smile
welcoming Turkish chief (7)

11 Sensed odour of fish (5)

12 Figure outside uncovered venomous
snakes and runs — that’s obvious! (2-7)

14 Not supportive of Tory (3)

15 Wine portion from kitchen in blancmange
5

17 Bring round adaptable crate and use it to
store spades (11)

19 This equine caught in brier would get
louder (3)

20 Error during hours of darkness, taking
south for north (9)

22 Arboreal creature ruined western half of
Oklahoma area (5)

24 Simple description of looted gallery? (7)
26 Coming last in procession with carriage,
not first (7)

27 Regularly seen, cashier adds up (5)

28 That man with attitude squashing one’s
doubt (9

DOWN

1 Talk about disposing of US records (5)
2 Bird got around ridges after striking
wings out (7)

3 Rebel set up snares when interrupted by
copper (9

4 Qverbearing monk in middle of meek
group (11

5 Give idle talk up (3)

& Author about to pen good letter in Greek
®)

7 Thought about sun-god with a female
name (7)

8 Willy between legs showing small
piercings (9)

13 Sea water’s hiding Godzilla, primarily
hostile to ships (11)

14 Sauce is element paired with a shelled
crab (9

16 Resistance to split bill including small
with big meal (9)

18 Staff having misplaced respect (7)

19 Contents inside dark cabin, pans from
Middle East (7)

21 Consume power within broadcast (5)
23 ‘Fish learn’: upcoming article (5)

25 Note second old shed in part of London
®*
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