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France threatens to trigger a new eurocrisis

Battery blaze

Fil’e killS 22 » Prudential $2|;il[l buhy;b?ck
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Firefighters take a break as rescue work
continues after adeadly fire ata lithium
battery factory owned by Aricell in
Hwaseong, South Korea, yesterday.

At least 22 people were killed, accord-
ing to local officials, after battery cells
exploded at the plant in an industrial
city 45km south of Seoul.

Most of the dead were foreigners,
including 18 Chinese nationals and one
person from Laos. About 70 people were
working at the plant at the time of the
explosion.

South Korea, whichis heavily depend-
ent on manufacturing, has made efforts
to improve its labour environment but
accidents are frequent.

It has one of the highest industrial
death rates in the developed world
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Sunday’s announcement of a
buyback, completed “no later
than mid-2026”. Shares rose 7 per
cent yesterday; they had fallen

11 per cent this year.— pAGe 10

» Edinburgh-Taiwan blow
The Scottish capital’s council has
put on hold a proposed friendship
agreement with a city in Taiwan
after businesses expressed
concerns about a backlash from
the Chinese government.— PAGE 2

» Barclays cuts loan rates
The bank has cut rates on several
mortgages, as brokers predict
competition among high street
lenders offering lower prices
ahead of an expected interest rate

despite heavy investment to improve cut this summer.  PAGE 2
safety. There were nearly 600 work-re-

lated fatalities reported last year. » EIB former chief probed
Factory fire page 5 European Investment Bank
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Tory and Labour pledges to improve
public services ‘essentially unfunded

e Scathing think-tank verdict @ IFS says tough choices ‘ducked @ “Tax lock arms race’ damaging

DELPHINE STRAUSS
ECONOMICS CORRESPCONDENT

The two main parties have set out plans
to improve public services that are

The damning account of the eco-
nomic dilemma facing both parties
comes as the election campaign enters
its final stretch. Labour is expected to

“These tax locks are a mistake,” John-
son said. “They will constrain policy if a
future government decides that it does
in fact want to raise more money to fund

country and olfer economic stabiliLy”.

Labour’s campaign has focused heavily
onits plan to bolster the public finances

through reforms to raise economic

£5bn a year, would still leave public sec-
tor net investment falling.

The IFS said that both parties prom-
ised to expand the NHS workforce and

former president Werner Hoyer is
being investigated for corruption,

misappropriation of EU cash and
abuse of influence, claims that he

described as “absurd”.— pAGE 4

» Brussels targets Apple
The European Commission has
accused the iPhone maker of
stifling competition on its App
Store, the first time EU regulators
have brought charges under the
new Digital Markets Act.— PAGE 7

» $4bn US plant injection
Danish pharmaceutical company
Novo Nordisk has announced a
plan to expand US manufacturing
and boost production of its

blockbuster weight-loss drugs to
meet surging demand.— PAGE 9

“essentially unfunded”, the Institutefor ~ win next week, while the Tory party’s  public services. They also put serious  growth, a claim the IFS calledintoques-  build more hospitals, as well as tackle » EU fix for Kyiv arms deal
Fiscal Studies said yesterday. struggling campaign has been dealt a  constraints on tax reform.” tion. crime, without allocating new money. Brussels has devised a legal

In a scathing verdict on the Labour  further blow by a betting scandal. Hclen Miller, IFS deputy director, said The body cstimated the government “These ‘fully costed’ manifestos workaround to swerve Hungary’s
and Conservative manifestos, the think- The IFS said both had pledged debt that ifa Labour government wantedto  could avoid £30bn of spending cuts if = appear to imply all this can be delivered veto on buying arms for Ukraine

tank said they had “hidden and ducked”

the hard economic choices ahead,
despite claiming their tax and public
spending plans were “fully costed”.

would fall in five years, while entering a

“tax lock arms race”, competing with
each other to rule out many of the ways
in which they might raise extra revenue.

raise “big money” in the areas where it
had not yet ruled out changes, it would
need to make politically difficult
reforms to capital gains tax, which could

the Office for Budget Responsibility
upgraded its forecast for GDP growth by

0.5 percentage points. But it added that
the OBR’s forecast was already more

for free. It can’t,” Johnson said.
Both parties also want to increase

defence and childcare spending, imply-
ing steep cuts to unprotected areas such

using profits from Russia’s frozen
assets. The move could allow the

G7 to pay $50bn to Kyiv.— PAGE 4

IFS director Paul Johnson said which- discourage investment. optimistic than most, and luck could  as courts, prisons and local government » Banker quits after punch
ever party took office after July 4 faced | ] Labour said: “While we're under no  easily turn against the new government.  — equivalent to £9bn a year by 2028 Moelis investment banker
“astarkchoice”, unless “they got lucky”. Thesce manifcestos appcar illusions about the scale of the challenge The IFS described Labour’s manifesto  under Labour’s plans and £18bn a year Jonathan Kaye, who was filmed in

He added they would have to raise tax we’d inherit if elected, we don’taccept commitments to new public service  under Conservative plans, the IFS said. a widely shared clip punching

“by more than they have told us in their
manifesto. Or implement cuts to some

to imply all thiscan be
delivered for free. It can't

that the economy can’t be better than it
isnowunder the Tories.”

spending — such as teacher recruitment
and school breakfast clubs — as “trivial”.

Electionreports pages2 &3
FT View & Stephen Bush page 20

someone ata New York City Pride
event this month, has resigned

areas of spending. Or borrow more and Paul Johnson, IFS dircctor It added that the party’s manifesto But it added that the party’s biggest ~ Andy Haldane & from the Wall Street firm.— PAGE 7
be content for debt torise for longer.” i = was “a fully funded plan to change the  pledge, to boost green investment by  Jonathan Portes page 21

Farm sector setbacks put
Tory rural vote in Jeopardy

Farmers, traditionally Tory-leaning, are
thinking twice before casting their
votes next week, with polls predicting
steep losses in rural Conservative
strongholds. The sector’s economic
woes have worsened since Brexit and
the subsequent transition to new trade
paolicies. While 46 per cent of votersin
rural communities in England voted
Censervative in 2019, a more recent

poll showed that the predicted Tory
vote share was 34 per cent in February.

Angered bz Tories » PAGE 3

=z | Shein closer to blockbuster Londo

listing after filing with City regulator

JAMES FONTANELLA-KHAN — NEW YORK

IVANLEVINGSTON, LAURA ONITA AND
MICHAEL O'DWYER LONDOCN

Online fast-fashion group Shein has
filed confidential paperwork for anini-
tial public offering with the markets
regulator, according to two people

familiar with the matter.

The move takes Shein a step closer
towards a blockbuster London listing,
following its decision to ditch a planned
[PO in New York. The Chinese-founded
group could reach a market valuation of
aboul £50bn.

Shein, which grew in popularity dur-
ing the pandemic when millions of peo-
ple switched to online shopping, sub-
mitted the pre-listing documentation
with the Financial Conduct Authority
this month, said one of the people.

The filing is a precursor to the Singa-

pore-domiciled company’s releasing ils
PO prospectus, which the UK regulator
would have to approve before a listing.
Shein, with most staff and manufac-
turing located in China, has yet to
receive approval from China’s authori-
ties to list in London. The company
could still decide to float elsewhere if it
faced regulatory hurdles, the people
briefed about the matter cautioned.
A Hong Kong listing is another option
under consideration, they added.
Shein, which is working with Gold-
man Sachs, JPMorgan and Morgan
Stanley on its IPO plans, had planned Lo
go public in New York but veered
towards London after getting caught up
in tensions between the US and China.
Donald Tang, Shein’s executive chair,
told the Financial Times last month that
the company had made “progress” on
changing the perception that Beijing

controlled it “but not enough” to win
over US lawmakers.

A London IPO would be a much-
needed boost for the stock market. Sen-
ior politicians have met the company in
recent months.

Labour, which leads in polls for the
July 4 general election, has argued Lon-
don should welcome Shein because it
would impose higher regulatory stand-
ards than elsewhere. Shein has faced
allegations of forced labour inits supply
chain, which it denies, saying it “has a
zero-tolerance policy for forced labour™.

Business secrelary Kemi Badenoch
said there were issues that would need
examining, citing potential “lost” taxes
because of Shein’s business model and
forced-labour fears.

Shein and the FCA declined to com-
ment. Reuters was first to report the

confidential filing.
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Edinburgh stalls Taiwan friendship link

Businesses fear that
city-to-city deal would
lead to Beijing backlash

SIMEON KERR — EDINBURGH
JAMES KYNGE — LONDON

Edinburgh city council has puton hold a
proposed friendship agreement with a
city in Taiwan after businesses
expressed concerns about a backlash
from the Chinese government.

The council had been considering the
deal with Kaohsiung. The proposal,
however, elicited the attention of diplo-
mats from China, which claims sover-
eignty over Taiwan.

“Having taken on board the views of

the business communityand other part-
ners, we ve decided that more discus-
sion is required before taking thisagree-
ment forward,” said Cammy Day, the
council leader.

The incident exposes the extent of
Chinese pressure, real or imagined, on
even modest engagement with Taiwan
as well as the growing dependence on
China among Scottish businesses and
universities.

Such city-to-city friendship agree-
ments seek to bolster economic, educa-
tional and cultural exchange. The coun-
cil had put the agreement out for con-
sultation with businesses and institu-
tions in the city that have significant
international exposure, such as the Uni-
versity of Edinburgh, the chamber of

commerce, the airport and other tour-
ism-related groups.

They were collectively concerned
about a detrimental impact on Chinese
trade, tourists and students if the agree-
ment were completed without a
detailed look at the risks of riling Bei-
jing. “We've spent years building up the
relationship with China,” said one per-
son briefed on the discussions. “It just
isn’t worth jeopardising it all over a
friendship agreement.”

Some of these business groups had
also been contacted by Chinese diplo-
mats in Edinburgh. “They were none
too pleased about the agreement,” the
person said.

Edinburgh airport said the council’s
own report on the agreement had iden-

tified risks, such as the loss of the bene-

fits of the current relationship with
China. “We felt it would be wise for all of
us to better understand the potential
extent of the risks involved to allow all
of us to make a fully informed decision.”
said the airport.

The Chinese embassy did not respond
to requests for comment.

A third person briefed on the agree-
ment said it was a “city-to-city exchange
without any political sensitivities”.

“British cities increasingly run the
risk of having their policies and their
decision-making dictated by China,”
said Mark Sabah, director of the Com-
mittee for Freedom in Hong Kong Foun-
dation.

'The Kaohsiung agreement could have

yielded financial, educational and tech-
nological relationships that had now
heen “halted” by the Chinese Commu-
nist party, he added. “The fact that local
businesses have called the local council
to withdraw shows just how feartul Brit-
ish companies are.”

In 2023, the Chinese accounted for
1 per cent of overseas visits to Scotland
and 3 per cent of international spending
in the country. Of the roughly 150,000
Chinese students in the UK in 2021-22,
about 21,000 studied in Scotland, with
Glasgow university having about 9,000
and Edinburgh university about 6,850,
accordingto the latest data.

Edinburgh university said it was “con-
tributing to discussions” about the
friendship agreement with Kaohsiung.

Most marginal seat braced for another ‘dogfight’

Sinn Féin has held area for 21

of the past 23 years and won

in 2019 by a mere 57 votes

JUDE WEBBER — ENNISKILLEN

More than anywhere in Northern Ire-
land, Fermanagh and South Tyrone has
been the hardest fought battleground
between nationalists in favour of reunit-
ing Ireland and pro-UK unionists.

Dessie McKenzie, who runs the last
thatched pub in Fermanagh, says locals
are once again braced for a very tight
race in the UK’s most marginal constitu-
ency. “For the foreseeable future, this
constituency will remain a dogfight,”
said McKenzie. “This one is going to be
asclose as any other.”

Fermanagh and South Tyrone returns
one of Northern Ireland’s 18 MPs to
Westminster. Sinn Féin, which this year
appointed the first nationalist head of
government in Northern Ireland’s his-
tory, has held the seat for 21 of the past
23 years — including by just 57 votes in
the 2019 election and only [our in 2010.

With former nursing union boss Pat
Cullen as its candidate, Sinn Féin is hop-
ing to keep the seat as it bids to overtake
the main unionist party to become the
region’s largest at Westminster.

Northern Ireland is somewhat discon-
nected from the UK general election:
Labour fields no candidates because it is
a sister party of the region’s small Social
Democratic and Labour party, which
has two MPs. The Conservatives are a
fringe party in Northern Ireland, win-
ning less than 1 per centin 2019.

“This is an area where we're pretty
good at community relations — we have
no peace walls or ghettos and largely
people get on, they have common prob-
lems,” said Denzil McDaniel, a political
commentator and editor of Ferman-
agh’s Impartial Reporter newspaper
from 1987 to 2013. “But when it comes
toiton July 4. . . people will vote trib-
ally — for or against the union — and
that tends to dominate all the issues.”

The House of Commons feels far away
from Fermanagh, a scenic, rural county
bordering the Irish Republic. The con-
stituency is the most westerly in the UK
and many key issues for voters —
including the health service and infra-
structure — are managed by the region’s
Stormont assembly and power-sharing
executive with funding from London.

The conslituency is also “west of the
Bann” river — a part of Northern Ireland

Northern Ireland. Fermanagh and South Tyrone
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Seeking support:
Sinn Fein’s Pat
Cullen, right,

knocks on doors  per cent casting votesin 1951.

in Enniskillen, “We don’t have a say [in British poli-
County tics],” said Aisling, 39, who lives in
Fermanagh. Northern Ireland’s first purpose-built
Below, loyalist cross-community housing estate in
Mervyn Byers Enniskillen, designed to blaze a trailina
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that has historically received less invest-
ment — although it has delivered high

UK election turnouts with a record 93.7

region where housing — like schooling —
often remains segregated. “I don’t think
it matters who we vote for because they

FINANCIAL
TIMES

MAKE A WISE
INVESTMENT

Subscribe today at
ft.com/subscribetoday

FINANCIAL TIMES

Bracken House, 1 Friday Sireet, London EC4M 9BT.

Published by

The Financial Times Limited,
Bracken House, 1 Friday Street,
London EC4M 9BT.

Tel: 02C 7873 3000

Editor
Roula Khalaf

Subscriptions and Customer Service

Tel OB00 028 14107, subscriptions@ft.com;
www.ft.com/subscridenow

Advertising
Tel: Q2C 7873 4000 adverfising@ficom

Letters to the editor
letterseditor@ft.com

Executive appointments
Tel: 02C 7873 4909: www.exec-appoinfmenis.com

Printed by
Newsprinters (Broxbourne) Limited, Hertfordshire,

Newsprinters (Knowsley) Limited, Merseyside,
Newsprirters (Eurocentral) Glasgow, and Irish Times,
Dublin, Ircland

© Copyright The Financial Times Limited 2024. All
rights reserved.

Reproduction of the contents of this newspaper in
any manner is not permitted without the publisher’s
prior consent.

‘Financial Times' and ‘FT" are registered trade marks
of The Financial Times Limited.

The Financial Times and its journalism are subject to
a self-regulation regime under the FT Editorial Code
of Practice: wyaw.ft.com/editorialcode.

Reprints

Are available of any FT article with your company
logo or contact details inserted if required (minimum
order 100 copies).

One-off copyright licences for reproduction of FT
articles are also available.

For both services phone Q20 7873 4814 or
alternatively, email syndication@ft.com

England”

decide everything forus [financially] in

Enniskillen is notorious for one of the
most brutal atrocities of the Northern
Ireland conflict: a bomb by Republican
IRA paramilitaries at a Remembrance
Day service in 1987 that killed 12.

That attack followed the election of
IRA hunger striker Bobby Sands as an
MP in 1981, a month before his death in
the Maze prison — a vote that ushered in
Sinn Féin’s “Armalite and ballot box”
strategy of contesting elections while
the IRA continued its fight to end British
rule. The party has seven MPs but,
under its policy of abstentionism, they
do not take up their seats.

Diana Armstrong of the Ulster Union-
ist party, the daughter of Sands’ rival in
1981, is pitching for the unionist vote.
Unlike in some other key seats, the
larger Democratic Unionist party
(DUP) is standing aside in the hope of
maximising the unionist showing. The
DUP, which won eight seats in 2019,
faces big tests in several seats including
the Lagan Valley seat of its former
leader, Sir Jellrey Donaldson, who is
due in court on July 3 on historic rape

"People will
vote tribally
— for the
union or
against the
union — and
that tends
to dominate

all the

issues’
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and sex abuse charges, which he denies.

Sinn Féin is running Cullen, the
former Royal College of Nursing boss
who led UK nurses on their first ever
strike action, in a bid to tap into voter
concern at Northern Treland’s hospital
waiting lists — the longest by far in the
UK — and the future of services at Fer-
managh’s local hospital.

But Mervyn Byers, Fermanagh county
grandmaster of the Orange Order, a loy-
alist group, said Cullen’s failure to con-
demn the Enniskillen bombing in a BBC
interview “went down badly” with
unionists. Even though Armstrong, a
local councillor, “isn’t well enough
known, we’re hoping everyone gets
behind her”, he said.

A poll this month by Lucid Talk put
Sinn Féein ahead in Northern Ireland on
24 per cent, 3 points clear of the DUP.
'The Alliance party, with no position on
the region’s constitutional future and
with one MP, hit 17 per cent. The UUP
has no MPs. New constituency bounda-
ries and changing demographics were
likely to favour Sinn Féin, said McDan-
iel. For unionists, Byers said: “Our prob-
lem is getting people out to vote.”
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Mortgages

Barclays cuts
rates with
other lenders
set to follow

JOSHUA OLIVER AND AKILA QUINIO

Barclays has cut several of its mortgage
rales, as brokers anticipate increased
competition among high street banks

offering lower prices before an
cxpected interest rate cut this summer.

The high-street bank said yesterday it
would reduce rates on some of its two-
year and five-year mortgage fixed-rate
deals, including cutting its two-year 60
per cent loan-to-value rate from 5.1 per
cent to 4.9 per cent.

Nicholas Mendes, mortgage technical
manager at broker John Charcol, said
more banks were likely to improve their
offers in an effort to stay competitive,
adding that “lenders certainly have
room Lo lower” their rales — parlicu-
larly on five-year deals.

A fall in borrowing costs on the eve of
the July 4 general election is likely to be
claimed as a win by the Conservativesin
the final days of the campaign and evi-
dence that Prime Minister Rishi Sunak’s
economic plan is working.

Barclays told brokers that from today
it would be changing its rates on a selec-
tion of products across its residential
purchase range.

After Rarclays made its announce-
ment, the lender MPowered said it was
making similar cuts, dropping the rate
of its two-year 60 per cent loan-to-value
rate to 4.76 per cent, from 4.87 per cent.

Prospective homeowners have been
hoping for mortgage costs to fall after

Mortgage rates could
be ‘trickling down
rather than up over
the next few weeks’

they rose sharply over the past two
years, hitting household finances and
making it more difficult for people to
buy homes.

The average rate on two-year fixed
contracts has risen from 3.25per centin
June 2022 to its current 5.96 per cent,
according o Money[acts.

The Labour party has blamed Liz
Truss’s Conservative government for
causing mortgage rates to spike follow-
ing the autumn 2022 “mini-Budget”.

The Bank of England held its interest
rate at a 16-year high of 5.25 per cent last
week, with traders pricing in an August
rate cut announcement.

But mortgage lenders are likely to
move before the dedision, taking advan-
tage of a fall in swap rates that underpin
mortgage pricing.

The five-year Sonia swap rate, used by
lenders to price loans, has dipped to 3.82
per cent from 3.93 per cent amonth ago.

Matt Smith, mortgage expert at
online property portal Rightmove, said
the most recent BoE decision to keep the
base rate steady in line with expecta-
tions had brought “certainty” to the
market.

He added that this could lead to mort-
gage rates “trickling down rather than
up over the next few weeks, which is
really what home-movers are after”.

Lenders are under pressure to remain
competitive as they fight for a pool of
borrowers whose budgets have been
squeezed by rising living and borrowing
costs.

Hina Bhudia, partner at broker
Knight Frank Finance, said Barclays’
cut reflected “growing competition for
purchasing activily that has [allen short
of expectations so far”.

Party donor

City financier Hosking boosts Reform cofiers by £125,000

RAFE UDDIN — PCLITICAL REPORTER

One of Reform UK's largest financial
backers at the 2019 election has
donated £125,000 to Nigel Farage’s
party as it aims to try and unseat doz-
ens of Conservative MPs.

Jeremy Hosking, a City of London finan-
cier who partly bankrolled the Brexit

campaign, said he had given the money

to the populist party last week.
His donation will help strengthen the

party’s finances, which Farage has

admitted are a “weakness” as it fields
candidates in almost every seat in Eng-
land, Scotland and Wales.

Farage, who is standing in Clacton,
said the party needed to raise “a lot of
money very, very quickly” after it was
caught off guard by Prime Minister
Rishi Sunak’s decision to call a snap
election last month.

Hosking, a former Tory backer who

has since donaled more than £2.2mn Lo

Reform, had said this month he would

no longer support the party financially
because he wanted to focus instead on

“culture war” issues. But he has changed

his mind, telling the Financial Times:
“In despair T have given £125,000 to

Reform in support of their embrace of
the cultural crisis in Britain. I feel sure
lots of Tory sympathisers are feeling the
same way.

Reform declined to comment, while a
representative for Hosking confirmed
the £125,000 donation’s size.

The rightwing party has accepted
hundreds of thousands of pounds from
new donors since the beginning of the
campaign, including former pop star
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Holly Valance and Zia Yusuf, founder of

concierge service Velocity Rlack.

Before Hosking resumed donations to
Reform, he had offered £5,000 to Tory
candidates if they would sign up to a
“four-point commitment toculture”.

The commitments are: axing the hir-
ing of diversity and inclusion officers in
Whitehall, revoking plans to crack

down on big tech, ending the BBC’s

licence fee model and leaving the Euro-
pean Court of Human Rights. Reform

has signed up to some of these pledges.

- Switching sides:

' Jeremy Hosking,
a former Tory
backer, has
donated more
than £2.2mn

to Reform UK
Jack Taylor/Getty Images

Despite Tory efforts to prevent its
candidates from accepting the dona-
tions, four Conservative MPs including
Dame Andrea Jenkyns already have.

Tory campaign officials are con-
cerned that Reform will attract right-
wing voters and cost the party seats at
next week’s election, even if Reform
fails to win more than a smattering of
MPs.

Farage’s party is averaging about 16
per cent, according to the FT poll
tracker. It has surpassed the Conserva-
tives by a single percentage point in at
least two polls.

The Reform party raised roughly
£900,000 in large donations above
£11,180 in the first two weeks of the
campaign — a figure that does not
included a donation from either Yusuf
or Hosking — but does feature £500,000
from Britain Means Business, a com-
pany owned by party chair Richard
Tice.

Reform reached 50,000 members —
each paying a £25 annual subscription
— after "arage reversed his position and
decided to stand in Clacton.
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MADELEINE SPEED — CUMBRIA

On the fell above Richard Pedley’s farm-
house on the Cumbria-Lancashire bor-
der, the number of grazing sheep has
plummeted from around 2,500 in the
1990s when he left school, to just 350
today.

An upland sheep and cow farmer,
Pedley believes the government has

hastened the decline of livestock num-
bers in rural counties such as Northum-

berland, Derbyshire, Shropshire and

Cumbria by failing to replace the subsi-
dies they received when the UK was part
of the EU.

“I feel like we've beenignored by min-
isters,” Pedley said. The payments he
receives today are a third of what they
were before the EU scheme started to be
phased out in 2021, he added.

Part of the problem is that his farm is
not eligible for much of the support
offered through the new Environmental
Land Management scheme, set up to
replace lost EU funds.

A traditionally Conservative-voting
group, farmers around England are
thinking twice before they cast their
vote at the general election next week,
with polls predicting steep losses in
rural Tory strongholds.

The farming sector has long faced
tough economic challenges. Small- and
mid-sized farms tend to make low mar-
gins and most receive government sub-
sidies in return for delivering affordable
food for the country.

But the situation for farmers such as
Pedley has deteriorated further since
Brexit and the subsequent transition to
new agricultural and trade policies.

8,000 25%
Number of farm Fall in the Tory
businesses that share of voters
have closed inrural

since 2019 communities

These challenges have been exacer-
bated by the impactof the Covid-19 pan-
demic, price pressures and climate
change. Since 2019, 8,000 farming busi-
nesses have closed, representing a more
than 5 per cent drop to 141,000, accord-
ing toofficial statistics.

Farmers’ dissatisfaction over their
economic situation has hit the Conserv-
atives hard. Inthe 2019 general election,
46 per cent of voters in rural communi-
ties in England voted Conservative,
according to a Survation poll for the
Country I.and and Business Association
released in April 2022.

But results of a more recent CLA poll
showed the predicted Tory vote share
had fallen a quarter, to 34 per cent in
February. Labour had climbed to 37 per
cent, up 17 points from the last election.

“There’s a real sense that farmers
have been thrown under the bus,” said
former Liberal Democrat leader Tim
Farron, who has long championed
upland farmers. He is defending his
Cumbrian seat of Westmorland and
Lonsdale, a Lib Dem stronghold.

In Cumbria, Labour is seizing the
chance to win back seats it lost in the
2017 and 2019 elections, such as Work-
ington and Copeland.
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Hard-pressed farmers angered by
Tories but think twice over voting

Traditional Conservatives resent failure to replace EU subsidies while not being swayed by Labour

Tough times:
[armer Richard
Pedley near
Barbon Low Fell
in the Yorkshire
Dales; below, the
view from
Devil’s Bridge,
Kirkby

Lonsdale

Jon Super/FT

“Because they've traditionally sup-
ported Conservalives, they [[armers]

feel betrayed,” Farron said, adding that
this was because of the “botched” tran-
sition to the new subsidy scheme and
post-Brexit trade deals. Farmers are

furious about trade deals with Australia
and New Zealand that they fear will

undercut them on price. “We are a coun-
try with high animal welfare and envi-
ronmental standards and we are going
to disadvantage ourselves with lower

standards. That is morally wrong and an
economic hit,” said Farron.

“As a traditional Conservative voter, |
really do not quite know which way to
turn,” said JoIlilditch, a farmer in North
Herefordshire. “This government is
doing little but I can’t see that the other
parties will do anything more.”

In England, the payment scheme
available to farmers under the EU’s
Common Agricultural Policy is being
phased out, ending completely in 2027.
It will be replaced by three schemes
intended to incentivise farmersto adopt
environment-friendly practices.

But the rollout has seen delays and IT
issues, with farmers such as Pedley, who
relied on the EU payments to make their
business viable, having the rug pulled
out from under them before the new
scheme was in place.

Steve Reed, Labour’s shadow secre-
tary of state for the environment, said
his party was committed to delivering
the ELM schemes but that the system
needed to besimplified.

“Labour will cut through the Tory
bureaucracy that has blocked farmers
from receiving funding for work that
will strengthen our domestic food secu-
rity and protect nature and wildlife hab-

"Thisisn't
just money
for farmers.
It'sthe
funding
which helps
the sector
transition
away from
the old EU

system’

itats on their land,” he said. The party
has notspecilied how it will do this.

NFU president Tom Bradshaw said it
was “deeply disappointing” there was
no mention of an agriculture budget —
the “single most vital element” — in the
Labour manifesto. “This isn’t just
‘money for farmers’,” he said. “It’s the
funding which helps the sector transi-
tion away from theold EU system.”

Not all farmers are convinced Labour
has the solution, with some concerned
that under Sir Keir Starmer, environ-
mental policy will take even greater
precedence. Jim Campbell, an upland
tenant farmer in north Cumbria, said
the farming vote was likely to be split
between Liberal Democrat and Reform.

“I don’t think many of them will be
voting Labour,” he said, pointing to pro-
tests against policies in Labour-led
Wales that require farmers to commit
20 per cent of their land to tree planting
and rewilding.

Pedley said that in spite of his frustra-
tions, he was still deciding between vot-
ing Conservative, to prevent a landslide
Labour victory, or Liberal Democrat, his
preferred party, and “live in hope”.
TheFT View page 20
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Economic forecasts

Labour deemed too optimistic on growth

SAM FLEMING — ECONOMICS EDITOR

Labour’s claims that higher growth will
boost government revenue and bolster
the public finances have been called
into question by economists who warn
that the budgetary outlook is already
founded on overly optimistic forecasts.

GDP growth rates would need to be
about 2 per cent a year for much of the
next parliament to generate enough
extra tax revenue to avoid steep real-
terms cuts to the budgets of unprotected
government departments, according to
estimates by Capital Economics.

That would exceed the Office for
Budget Responsibility’s projections at a
time when many analysts say the watch-
dog is already too optimistic about
potential growth.

“The OBR would clearly need to make
a big upward revision to its view on
labour market participation or produc-
tivity growth in the medium term to

deliver this kind of potential growth and
the related uplift to the public finances,”
said Ruth Gregory, deputy chief UK
economist at Capital Economics.

Cara Pacitti, senior economist at the
Resolution Foundation, said a down-
grade to the OBR’s outlook for produc-
tivity growth — a critical driver of the
economy — appeared more likely.

The Institute for Fiscal Studies has

accused the main political parties of
engaging in a “conspiracy of silence” on
the harsh budgetary choices the next
government will face. Absent higher tax
revenues or borrowing, the Treasury

would have to push through tough real-
terms spending cuts that many analysts

see as unrealistically steep given the
existing pressures on public services.
Rachel Reeves, shadow chancellor,

"We think a downgrade

to OBR productivity
growth estimates

looks more likely’

has brushed aside suggestions that
Labour will need big tax increases if it
wins power, claiming the country’s
budgetary prospects will be boosted by
stronger growth. “I'm going to put my
energy and political capital into growing
the economy,” she told the Financial
Times this month.

While it is possible growth will sur-
prise on the upside, making the fiscal
arithmetic easier, that would imply a
sharp break [rom the recent sluggish

trend. GDP in the first quarter was only

0.2 per cent higher than the sametime a
year earlier.

The OBR in March predicted that the

economy would expand 1.2 per cent in
real terms in the fiscal year 2021-25, fol-
lowed by growth of 1.9 per cent the fol-
lowing year and 2 per cent in 2026-27,
before growth fell back to 1.8 per cent
and then 1.7 per cent.

Capital Economics said that if the
ORR upgraded its 2024-25 GDP forecast

to 1.4 per cent, and then predicted
growth rates of 2 per cent until the end
of the forecast period, it would generate
more than £12bn of extra capacity in the
budget. Added to the existing budgetary
headroom of about £9bn, that would be
enough firepower to avoid the need for
the spending cuts to unprotected
departments, said Gregory.

But those growth rates would be more
optimistic than those of the IMF, which
sees growth peaking at 1.7 per cent over
the same period. The outlook would
entail an increase to the OBR’s estimate
of potential growth — the rate at which
the economy can expand on a sustaina-
ble basis — at a time when the watchdog
is already more optimistic than the
Bank of England and IMF.

“If you compare the OBR’s productiv-
ity forecast to the average growth
achieved since Lhe [inancial crisis, il
looks much more optimistic,” said
Pacitti. “We think a downgrade to OBR
productivity growth estimates looks
more likely.”
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Election wagers

PM defends

handling of
poll betting
scandal

ANNA GROSS, LUCY FISHER
AND ERI SUGIURA

Rishi Sunak yesterday defended his
handling of the escalating election
betting scandal, even as a Conservative
candidate likened the party to a
“shower of shit” on the eve of the final

full week of campaigning.

The prime minister insisted that he
would “not hesitate to act” against party
figures if they were found to have
cheated by placing bets on the timing of
the election. However, he defended the
decision not to suspend two Tory candi-
dates being investigated, arguing that he
did not wish to compromise the integ-
rity of an independent inquiry by the
Gambling Comumission.

[ts investigation into bets on the date
of the July 4 general election placed
before Sunak announced the timing has
further damaged an already struggling
Tory election campaign.

Sunak’s intervention at an event
hosted by The Sun came after former
Olympic rower James Cracknell, whois
standing as a Tory candidate in Colches-
ter, heaped criticism on the party’s cam-
paign in an effort to distance himself
fromit.

In a Facebook video over the week-
end, Cracknell said that, if he was row-
ing against a team as poor as the Tories,
he “would be saying they are a shower of
shit”. In an oblique allusion to the bet-
ting scandal, he added that if one of his
teammates was caught cheating,
“they’d be dead to me”, adding: “That
abuse of trust is unforgivable.”

The prime minister has come under
growing pressure, including from within
the Tory party, to suspend two candi-
dates caught up in the betting scandal.

Four Conservatives are known to be
under investigation: Craig Williams,
Sunak’s closest parliamentary aide;
Laura Saunders, a party staffer; her hus-
band, Tory campaign director Tony Lee;
and Nick Mason, the Tories’ chief data
officer. Williams and Saunders are can-
didates in the election.

Former Tory minister Tobias Ellwood
told the BBC yesterday that Sunak
should have suspended Williams and
Saunders as candidates, noting “the
potential for the story to continue to
eclipse . . . the election”.

Former justice secretary Robert
Buckland said on LBC that he was
“deeply hurt” by the scandal and that
Sunak should suspend those involved
while the inquiry continued.

The Gambling Commission investiga-
tion includes hundreds of wagers placed
in political gambling markets in May,
according to people briefed on the
inquiry. The regulator is examining
wagers in which individuals stood to
gain more than £199 to identify any
potential connections to the Conserva-
tive party, they added.

The Financial Times has reported on
an unusual surge in bets before Sunak’s
announcement on May 22 of the snap
general election.

Williams has said he made a “huge
error of judgment”. Saunders said she
was co-operating with the investigation
and accused the media of breaching her
privacy. Lee declined to comment.
Mason denied any wrongdoing.

--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Debt-laden utility

Reynolds wary of nationalising Thames Water

MICHAEL O'DWYER AND GILL PLIMMER

Labour does not want Thames Water to
fall into public ownership, accordingto
shadow business secretary Jonathan
Reynolds, as the biggest water supplier
teeters on the brink of collapse.

Reynolds, who would play a leading
role in Labour’s relations with business
if the party won the July 4 general
election, said he “would not want
to see a nationalisation” of Thames
Water.

“I think there should be a solution
that involves [something] short of that,”
he said at an event in the City of London,
without specifying the approach he
would take.

The utility company, which provides
water and sewage services to about
16mn households, is struggling under
the weight of its £18bn debt. The gov-
ernment has drawn up contingency
plans for it to be placed into its special
administration regime — a form of tem-
porary nationalisation.

Labour has identified a potential
Thames Water collapse as one of six
risks with which leader Sir Keir Starmer
might have Lo grapple immediately il
the party returns to power for the first
time since 2010.

Reynolds declined to discuss the mat-
ter in detail because of the company’s

sensitive position but said: “On any
issue, investment can involve losing as
well as gaining money and people
should not expect the state to bail out
bad investments.”

He also refused to say whether

Labour had spoken to any potential
huyer of Thames Water after its share-

holders, which include the Canadian
pension fund Omers and a number of
sovereign wealth funds, described the
company as “uninvestable” in the con-
text of the current regulatory regime for

the sector. Omers has already written
down the value of its stake to zero.

The prospect of attracting private
investment, and avoiding a special

.
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Ileavy load: Thames Water is
weighed down by a debt of £18bn

administration, is likely to depend
heavily on the extent to which regula-
tors allow water companies to increase
customer bills, with a draft decision
expected on July 11.

The company is also planning to run
an equity-raising process this year. It
needs at least £3bn of cash from share-
holders as well as steep rises to bills to
keep running and to make improve-
ments to its infrastructure.

Labour last week said water compa-
nies failing to tackle pollution should be
put in “special measures”, with powers
for regulators to block bosses’ bonuses.

Labour’s plan includes independent
monitoring of water quality, severe fines
for illegal sewage discharges and bring-
ing criminal charges against executives
“who continue to oversee lawbreaking”.

The comments from Reynolds came
in a debate against Conservative busi-
ness secretary Kemi Badenoch at
Bloomberg’s City of London office.

Badenoch said Thames Water’s tra-
vails showed that the regulatory regime
for utilitieswas “notworking that well”.

She hit back at Reynolds’ claim that
the Tories were to blame for the level of
sewage in Lhe walerways, saying:
“We are not pumping more sewage into
the waters because of Conservatives.
We just need to deal with an infrastruc-
tureissue.”
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Military aid

EU sidesteps Hungary veto on arms for Kyiv

Workaround releases up

to €1.4bn in profits from
frozen Russian assets

HENRY FOY — LUXCMDOURG

The EU has devised a legal workaround
to sidestep Hungary’s veto on buying
weapons for Ukraine with the profits
generated by Russia’s frozen assets this
year, in a move that could also clear the
way for the G7 to pay $50bn to Kyiv.

EU chief diplomat Josep Borrell said
that since Hungary abstained from an
earlier agreement to set aside the pro-
ceeds from Russia’s frozen assets, it
“should not be part of the decision to use
this money”. He added that the worka-
round, which yesterday released up to

€1.4bn to purchase military equipment
for Kyiv, was “as sophisticated as every

legal decision, but it flies”.

Bypassing Budapest this way could
also remove a hurdle that could compli-
cate G7 efforts to raise a $50bn loan for
Kyiv by December — the result of a deci-
sion taken by leaders at a summit in
Italy this month.

Assets worth about €210bn are immo-
bilised in the EU, the bulk of which is in
Belgium — and the bloc earlier this year
agreed to use the profits generated as of
February to buy arms for Ukraine.

Hungary, the EU’s most pro-Russian
member state, has long argued against
the bloc providing military support to
Ukraine. Budapest is also blocking
seven other decisions related to arming
Kyiv, worth about €6.6bn.

The legal workaround was not chal-
lenged by EU foreign ministers at a
meeting in Luxembourg yesterday. It
could also be crucial for the G7 deal to
work and for the $50bn loan to be issued
by the end of the year. Under the G7

plan, the profits generated by Russia’s
frozen assets from next year will be
spent on paying off the loan.

Hungary'’s foreign minister Péeter Szi-
jjarto did not strongly object when the
details of the legal workaround were
presented at the meeting, according to

"The pro war hysteria
continues . . . Instead of
arms shipments, we are
advocating a ceasefire’

two people briefed on the private talks.
That has raised hopes among other min-

isters that Budapest would not consider
its own legal options to block it, the peo-

ple added.

But some capitals were concerned
about the legal basis used for the loop-

hole, officials said, and the potential

precedent it could set for other issues
where Brussels could circumvent poten-
tial vetoes.

Szijjarto said: “The pro-war hysteria
continues . .. Many governments are
preparing for a long war, and the com-
mandments ‘we must act faster for
Ukraine, we must do more for Ukraine’
have been constant.”

On blocking seven other decisions
related to arming Kyiv, worth about
€6.6bn, he said: “Instead of arms ship-
ments, we are advocating aceasefire.”

Concerns from the US and other G7
partners over Hungary blocking an EU
decision to keep the Russian assets
immobilised indefinitely caused signifi-
cant delays in the negotiation over the
$50bn loan. 'T'he legal workaround for
the EU use of proceeds is likely to suffice

in guaranteeing the payout of the loan,
according to officials.

However, Hungary could still block

EU sanctions under which Russian
assets are blocked, a decision that
needed to be renewed unanimously
every six months by the EU’s 27 coun-
tries, officials said.

Borrell said Brussels had offered Hun-
gary a similar deal to the one Nato
struck with Prime Minister Viktor
Orban last week — giving Budapest an
opt-out from activities supporting
Ukraine in exchange for not vetoing
other allies assisting Kyiv under the alli-
ance umbrella — but it had been
rejected.

“We have offered Hungary: your
money will not be used to support
Ukraine in any means. Not just lethal,
but on anything. Take your money. Put
your money out of the box. | don’t want
to use your money, Borrell said.

But Hungary had said no, he added.

The Hungarian government declined
to comment.

PM candidate Bardella says

his party would repair public

finances ‘degraded’ by Macron

LEILA ABBOUD — PARIS

France’s far-right chief Jordan Bardella
has pledged to stick to “reasonable”
spending plans if he wins a parliamen-
tary majority and becomes prime min-
ister in snap elections, which take place
this weekend and next.

With markets jittery since President
Emmanuel Macron called the election
two weeks ago, Bardella’s Rassemble-
ment National party confirmed that
it would aim to bring France’s deficit
back to 3 per cent of gross domestic
product by 2027, which is the level set
out by EUrules.

“We intend to bring the country back
to reasonable budgets,” said Bardella at
a press conlerence yeslerday, where he
outlined the RN’s programme on the
economy, foreign policy and migration.
[Ie said he aimed to repair the country’s
“degraded public finances”, which he
blamed on the Macron administration.

The EU recently placed Francein a so-
called excessive deficit procedure after
Paris overshot its target last year with a
deficit of 5.5 per cent. Some credit rating
agencies have downgraded the coun-
try’sdebt.

Macron’s handling of the economy
has turned into a liability for his centrist
alliance during the campaign.

Bardella said he would act prudently
if he became prime minister by carrying
out an audit of public finances before
deciding which measures to move ahead
with in the autumn, in the preparation
for the 2025 budget.

He rejected the idea that he had in
recent days watered down the party’s
economic plans, which were last laid out
before the 2022 presidential election. At
that time, they were estimated by the
Institut Montaigne think-tank to cost
about €100bn and included lowering
the retirement age, eliminating income
tax for those under 30, and lowering the
value added tax on energy, petrol and
essential household goods.

Some 2022 policies have been put on
hold, notably plans to slash VAT for

Snap election. Rassemblement National

W

Speaking out:
Jordan Bardella
on the campaign
trail. An Ipsos
poll shows the
RN and its allies
ahead with
about 35% of
voting
intentions for
Sunday’s first
round of

elections
Guillaume Souvant/
AFP/Getty mages

household goods. Bardella said his party
had identified measures to make up the
budget shortfall created by the reduc-
tion in VAT on fuel and energy: raising
€1.2bn from closing a tax loophole on
maritime shipping companies; cutting
France’s contribution to the EU budget
by €2bn; and raising €3bn from taxing
the windfall profits of energy compa-
nies.

The RN would also, “in principle”,
repeal Macron’s landmark pension
reform adopted last year, which raises
the retirement age from 62 to 64.

In promises that resembled Macron’s,
he mentioned measures to strengthen

the industrial base, boost employment
and cut red tape. “We need to make

France a country of production again,”

he said.

The economic pitch came as an Ipsos
poll showed the RN and its allies ahead
with about 35 per cent of voting inten-

tions for Sunday’s first round of elec-
tions for the National Assembly. The
Nouveau Front Populaire (NFP)
leftwing alliance is second with roughly
30 per cent, followed by Macron’s cen-
trist alliance at just under 20 per cent.
The run-off vote will take placeon July 7.

Yet Bardella repeated that he would
not accept becoming prime minister
unless voters gave the RN an outright
majority of at least 289 seats in the 577-
strong assembly.

A hung parliament is the most likely
outcome of the vote, polls show, with the
RN and its allies just short of a majority.

Bardella’s efforts to display economic
acumen appear to be paying off with the
public despite the RN giving away few
policy details and having little govern-
Ing experience.

An Ipsos poll for the Financial Times
carried out on June 19-20 found that 25
per cent of respondents had the most

"We need
tomake
Francea
country of
production
again

Jordan Bardella

France’s far right promises budget discipline

confidence in the RN to take the correct
decisions on economic issues.

The poll showed 22 per cent support
for the NFP on the economy, and just 20
per cent for Macron’s alliance.

Bardella also sought to reassure vot-
ers that an RN government would not be
soft on Russia, despite Le Pen previously
cosying up to President Vladimir Putin
and the RN relying on a Russian bank
for a campaign loan. It has since been
paid back. “I see Russia as a multi-di-
mensional threat both for France and
Europe,” Bardella said.

On aid to Ukraine, Bardella signalled
he would have “red lines” that differed
from Macron’s approach. He ruled out
sending any French troops to Ukraine
and providing long-range missiles or
other military equipment capable of hit-
ting targets within Russia.
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Europe

Former head
of iInvestment
bank faces
corruption
Investigation

ALICE HANCOCK, PAOLA TAMMA AND
LAURA DUBOIS — BRUSSELS

Werner Hoyer, the European Invest-
ment Bank’s former president, is under
investigation for corruption, abuse of
influence and misappropriation of EU
funds, allegations he described as
“absurd and unfounded”.

The investigation relating to Hoyer, who
led the world’s largest multilateral
lender for a dozen years, is being led by

the European Public Prosecutor’s Office,
which polices the misuse of EU funds.

Hoyer, 72, was succeeded last Decem-
ber at the helm of the EIB, which as the
EU’s lending arm has more than €500bn
at its disposal, by Nadia Calvino, a
former Spanish deputy prime minister.

“The allegations against me are down-
right absurd and unfounded,” Hoyer
said in response to questions from the
Financial Times. “I now expect them to
be fully investigated and clarified.”

The German economist and former
junior minister added that he was “co-
operating fully” with the prosecutor’s
office and asked the EIB to dolikewise.

Three people with knowledge of the
investigation said it centred around a

"Thc allcgations against
me are downright absurd
and unfounded. I expect

them to be fully clarified’

compensation payment to a departing
EIB member of staff. Hoyer’s lawyer,
Nikolaos Gazeas, said the former EIB
president had signed off on the payment.

Two of the people added that Hoyer’s
house was searched last month in con-
junction with the investigation.

The EIB and the EPPO are based in
Luxembourg and the investigation is
one of the most high-profile cases
undertaken by the prosecutor’s office
since it started operations in 2021.

However, Gazeas described “the legal
requirements for starting a criminal
investigation by the EPPO” as “very
low”.

He added: “It is therefore not unusual
in legal terms for the signatory of an
agreement to also become a subject in
an investigation. My client was never
involved in the negotiations surround-
ing the employee’s departure.”

EU officials are granted immunity
from legal proceedings unless it is
waived by their institution.

The prosecutor’s office said yesterday
the EIB had lifted two former employ-
ees’ immunity so they could be investi-
gated for suspected corruption, abuse of
influence and misappropriation of EU
funds. Gazeas said Hoyer had “expressly
requested that his immunity ... be
waived”,

The second person whose immunity
has been lifted is the former EIB
employee to whom the payment was
made — who has yet to be interviewed
by the prosecutor’s office, according to a
person involved in the investigation.

The EIB declined to comment on
whether Hoyer was one of the people
under investigation, adding that it
would “co-operate fully” with the EPPO.

The EIB would also allow the prosecu-
tor to search its premises and archivesin
Luxembourg, the EPPO said.

Finance bill

Kenya engulfed by protests over plan to raise $2.3bn in tax

ANDRES SCHIPANI — NAIROBI

Kenya is braced for large-scale protests
this week amid public anger over the
government’s plans to raise more than

$2bn in new taxes.

The rallies are expected today as law-
makers hold a final vote on President
William Ruto’s finance bill, which seeks
to tax a range of items from bread to
sanitary pads.

The move, which follows a number of
other levies in the previous budget, has
particularly angered young Kenyans
who areorganising on social media.

East Africa’s most advanced economy
has been hit by a wave of protests over
the past week — spearheaded by young
people, many of them jobless. Two dem-
onstrators were killed by security
forces, according to human rights
groups, with hundreds injured.

The proposed tax increases are aimed
at bringing in an additional $2.3bn of
revenue in the fiscal year that begins
nexlweek.

Ruto wants to reduce the budget defi-
cit from 5.7 per cent of GDP in the cur-
rent financial year to 3.3 per cent of GDI
in the next as he tries to improve

Kenya’s fiscal position, partly to comply
with an IMF programme that requires
Nairobi to increase revenues.

Thousands of protesters poured on to
the streets last week, holding placards
bearing anti-IMF slogans and live-
streaming the demonstrations on their
phones.

The police responded with a crack-
down that included use of tear gas and
live rounds, according to the Kenyan
Human Rights Commission.

The organisation also said security
forces had “abducted” prominent critics
of the tax proposals, seizing many from
their homes under cover of darkness.

Treasury secretary Njuguna Ndung'u
has warned that failing to push through
the tax increases in the bill risked creat-
ing a $1.5bn hole in the budget.

The government has proposed to cut
spending, including slashing govern-
ment support to a school feeding pro-
gramme and the lossmaking flag carrier
Kenya Airways if the bill fails.

Rulo, a sell-styled “huster” with a
rags-to-riches story, took office in 2022
vowing to ease the financial burden on
Kenyans. But he has faced mass protests
after removing fuel subsidies and levy-

ing new taxes, earning him the moniker
i b3 «Y =
Zakayo” — the Swahili name for the

biblical tax collector Zacchaeus.

After protests first broke out last
Tuesday, when the bill was tabled in
parliament for debate, the government
yielded to public pressure, promising to
withdraw planned taxes on bread, cook-
ing oil, locally made nappies and other
products. But by Thursday the protests
had spread to almost half of Kenya’s 47
counties.

“With a brief respite before the next
round of protests, the country stands at

a crossroads,” said Irungu Houghton,

Anger: a demonstration against
tax increases in Nairobi last week

executive director at Amnesty Kenya.
As lawmakers prepare for Tuesday’s

vote, protesters are planning an “occupy
parliament” campaign, calling for a

“total shutdown” of the country and
demanding that Ruto completely drops
the finance bill, saying it will make it
even harder for Kenyans to make ends
meet.

“I am protesting against the finance
bill because it is going to hurt the com-
mon mwananchi [Swahili for citizen],”
said Malaika Agunda, a 21-year-old
nursing student who said she “hustles”
tosurvive on campus.

“Now the cost of living is high but if
this bill passes it will be even higher and
life therefore very hard,” she added.

Kenya has been grappling with liquid-
ity challenges. ‘T'he protests came last
week as it paid off the remaining portion
of its $2bn Eurobond, which was due
this month after an initial buyback in
February, allaying investors’ fears that it
might follow defaults by Ethiopia,
Ghana and Zambia.

In January, the IMF said it gave Kenya
an additional $941mn loan, part of a
$7.9bn bailout that started in 2021,
when Rutowas deputy president.
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Sinai powerbroker keeps lucrative grip
on trade and security at Gaza's border

Entrepreneur's construction-to-healthcare business empire flourishes under Egypt's military regime

ANDREW ENGLAND
MIDDLE EAST EDITOR

[brahim al-Organi was languishing in an
Egyptian prison 14 years ago, one of a
number of Bedouin detained in a gov-
ernment crackdown in the restive Sinai
during a period of tribal protests.

Today he is one of the Egyptian
regime’s favoured entrepreneurs, over-
seeing a construction-to-healthcare
business empire that has flourished as a
trusted affiliate of President Abdel Fat-
tah al-Sisi’s regime.

The connections to Egypt’s military
and security elites have given Organi a
special influence in the Sinai and the
neighbouring Gaza Strip. For years, any-
body wanling Lo gel goods into Lthe
enclave through the Egyptian border
has faced one main option: working
with Organi’s companies.

It isarole he cultivated over adecade
that went largely unnoticed. But since
Hamas’s October 7 attack on Israel,
Organi’s interests have come under the
spotlight, not least because of the vast
sums his company, Hala, has earned
helping desperate Gazans flee.

“Millions and millions they collect
from ns to get out of Gaza and . . . they
charge a large fee to secure and trans-
port into Gaza,” said a Gazan business-
man. “He’s the big guy.”

Self-styled as a “tourism” company
that facilitates travel between Egypt and
Gaza, Hala offered an vital escape route
for Palestinians. But safe passage
through the Rafah crossing came at a
high price: $5,000 per adult and $2,500
for a child aged under 16, according to
Palestinians.

Other companies in the Organi Group
have over the past decade built a near
monopoly delivering goods into the
blockaded strip through Rafah, which
until last month was the only Gazan bor-
der out of Israel’s control.

Israel’s offensive on Rafah has shut-
tered the crossing, stifling shipments
and dealing a blow to Organi’s business
interests. More significantly, it has infu-
rialed the Sisi regime, diminishing its
influence in Gaza just as it frets about
the war spilling across the border.

In a sign of Cairo’s concerns, Organi, a
leader of the Tarabin, Sinai’s largest

tribe, last month announced the forma-
tion of a “Union of Arab Tribes” to

“work side by side with the Egyptian
state” on security.

Experts viewed the move as a sign of
an anxious government seeking the sup-
port of the Bedouin — once nomadic
tribesthat inhabit the Sinai — amid con-
cerns that Israel’s offensive could even-
tually drive Palestinians into Egypt.

“It is with one eye towards Rafah and
long-standing fears about displacement
|of Gazans],” said Michael Hanna, an
expert at Crisis Group.

Sisi’s military-dominated govern-
ment in effect turned to a trusted tribal
leader. “He’s risen to become a broker of
the state — an affiliate to state power in
Sinai,” Hanna said.

Organi’s role in the Sinai and Gaza
offers a glimpse into the power dynam-
ics under Sisi, a former military chief
who allows no dissent, distrusts the pri-
vate sector and has deepened the role of
the army in the state and the economy.
Analysts said it would be impossible for
Hala to operate in Gaza — as well as
Organi’s myriad activities in the Sinai —
without the regime’s blessing.

“As Lhey say in Sinai, no one can

breathe or fart without taking military

Border control:
companies run
by Ibrahim
al-Organi are
connected to
the Egyptian
military regime
and are in
charge of the
movement of
people and
goods between

Sinai and Gaza
FT montage;
AFP/Getty mages
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permission,” said Mohannad Sabry, a
UK-based Egyptian journalist and ana-
lyst on the region’s politics and security.

Timothy Kaldas, deputy director of
the Tahrir Institute for Middle East Pol-
icy, said “almost nobody can be a big
player in business without co-ordina-
tion and some kind of dependence on
the regime. In the Sinai, it’s all the more
so, given its importance to the security
apparatus.”

Human Rights Watch cited two
sources in 2022 saying Hala had strong
links with Egypt’s security establish-
ment and was stalled largely by [ormer
Egyptian military officers, enabling the
company to reduce processing times
and delays at checkpoints.

Organi Group did not respond to a
request for comment.

Before October 7, wealthier Gazans
could pay about $700 per person to use
Hala’s fast-track service to exit the strip
through Rafah, according to Palestini-
ans. But the fees soared after Israel
began its offensive on Gaza.

When Fgyptian foreign minister
Sameh Shoukry was asked in March
whether the government condoned
Hala charging $5,000 for Palestinians to
leave Gaza, he said: “Absolutely not.”
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Yet weeks later Hala was still provid-
ing the service.

Little personal information is public
about Organi. But his rise traces its roots
to Sisi seizing power in a popularly
backed coup in 2013 and the near-
simultaneous expansion of an Islamist
extremist insurgency in the Bedouin’s
backyard — the north Sinai.

After assuming the presidency, Sisi
vowed to restore security, and the Sinai,
rife with smugglers and banditry, was a
prime concern. The Islamist insurgency;,
which began amid the chaos triggered
by the 2011 popular uprising that ousted
President Hosni Mubarak, was escalat-
ing, particularly in north Sinai as mili-
tants targeted police and soldiers.

In 2014 the militants swore allegiance
to Isis, the jihadi network, and Sisi
turned to the Bedouin for support, with
Organi leading a tribal militia dubbed
the Union of Sinai Tribes.

Organi told Egyptian television that
year: “These people will wake up to find
our shoes on their heads. We will not
leave them, until the very last one.
Everything [we do] in Sinai is under the
supervision of the armed forces.”

It was during this period that Organi
began ferrying goods into Gaza. He told
state media in December 2014 that his
company had delivered hundreds of
tonnes of bitumen and thousands of
litres of fuel through Rafah. That was
four months after Israel and Hamas had
fought a six-week war and Gaza was in
need of materials for reconstruction.

“After the 2014 war [in Gaza] ... a
new map was settled, and within this
new map was the Organi that we know
today; the man who organised and
financed the militias under the control
of the military; the man who is the
number one businessman for anything
happening in Sinai,” Sabry said.

It was not just the Gaza trade that was
expanding. An Organi Group advert on
YouTube provides a glimpse ol Lhe
sprawling Egyptian part of the network.

‘Millions
and

millions
they collect
fromusto
getout of
Gaza.
|Organi] is
the big guy’

Gazan
businessman

Asthey say
In Sinal, no
one can
breathe
without
taking
military
permission

Mohannad
Sabry, UK
based Egyptian
journalist and
analyst

Slow-release tablets

Boost for ketamine in treatment of depression

MICHAEL PEEL — LONDON

The growing use of ketamine to ease
depression has been boosted by
research that found giving the drug in
slow-release tablet form reduced side-
effects from taking it via the nose or

blood.

Patients who received an oral formula-
tion of the medication largely avoided

problems such as sedation, raised blood
pressure and dissociation, an interna-
tional group of scientists concluded.
Ketamine, long used medically as an
anaesthetic and recreationally by club-
bers, has attracted increasing interest
from mental health professionals and
employers as a therapy for depression
that is hard to alleviate by other means.
The new research suggests a tablet
could be a much simpler way for
patients to use the drug, said Professor
Paul Glue, a co-author of the paper, pub-
lished in Nature Medicine yesterday.
“Injectable or intranasal ketamine
has to be given in clinics, requiring
patients to remain there for two hours
or so to recover from side-effects, and to

allow safety monitoring,” said Glue, an
expertin psychological medicine at New

Zealand’s Otago university. “Potentially,
extended-release ketamine tablets
could permit patients to dose them-
selves at home, have less time in clinic
and experience few or noside-effects.”
The scientists analysed a new keta-

Ketamine could be
delivered in a ' much
more convenient and
acceptable form’

mine tablet called R-107 developed by
New Zealand’s Douglas Pharmaceuti-
cals. Its slower release of the drug means
less ketamine makes it into the blood-
stream because it is mostly broken
down in the liver, but the treatment still
works because the breakdown products
have an anlidepressant ellect.

The scientists found that 43 per cent
of 168 depression patients who received
R-107 twice weekly relapsed after 13
weeks, compared with 71 per cent in the

placebo group. The ketamine tablet
group experienced no changes of blood
pressure and only minimal reports of
sedation and dissociation, according to
Glue and his fellow researchers from
Australia, New Zealand, Singapore, Tai-
wan and the UK.

The study may help resolve a finan-
cial deterrent to the take-up of keta-
mine as an alternative to other ways of
dealing with medication-resistant
depression, such as electroconvulsive
therapy. Both nasal treatment and the
clinical set-up needed to administer the
drugintravenously are expensive.

The research underlines the “impres-
sive antidepressant effect of ketamine”
and suggested it could be delivered in a
“much more convenient and acceptable
form”, said Dr Paul Keedwell, a consult-
ant psychiatrist and fellow of the UK’s
Royal College of Psychiatrists.

“Their results suggest that many will
conlinue Lo do well with longer-lterm
treatment, provided higher doses are
used, but more research is needed with
higher numbers of patients,” said Keed-
well, who was not involved in the study.

HALA

It lists a security company that employs
25,000 and boasts 17 hospitals, hotels, a
car dealership, construction, manufac-
turing and a charitable foundation.

“Whatever is said, nothing will stop
us,” the advert says. “Our target is in
front of us and together we will reach it.
The Organi Group, the biggest economic
entity in the New Republic [ Egypt].”

Organi’s links to the state have deep-
ened through business. In 2014 he was
quoted in the press as saying that the
military — which has become a domi-
nant force in the economy under Sisi’s
rule — would own 51 per cent ol Misr
Sinai, one of Organi Group’s entities,
which mines marble.

Two years ago Sisi appointed him to
the board of the state’s Sinai Develop-
ment Authority. It is dominated by the
military and is in charge of development
projects in the peninsula, where the gov-
ernment says it has spent at least
E£600bn ($12.4bn) since Sisi took
power.

It is not clear what Organi’s latest role
as head of the newly established tribal
alliance will entail. But it suggests he
will continue to be involved on the
Egyptian side of the Gazan border, even
if the Rafah crossing remains closed.

Sabry said he saw no signs that mili-
tias were being re-established, but
added that the military was likely to be
“trying to organise a locally grown,
broad network of spies and informants”
to monitor events on the Sinai side of
Gaza’s border.

Mostafa Bakry, spokesman for the
union, has said the alliance would not be
armed, adding that weapons were col-
lected from the previous tribal union
three years ago.

But he told a Saudi television channel
that the alliance “comes at avery impor-
tant moment”, adding: “We are sur-
rounded by a ring of fire. We are facing a
displacement plot and the president has
been very clear [rom the start. We will
not allow displacement [of Gazans].”

---------------------------------------------------------------------------
---------------------------------------------------------------------------

Presidential poll

Carter Center
steps up US
election watch
as voter trust
dwindles

ANDREW JACK — NEW YORK

A programme created by former presi-
dent Jimmy Carter to support elections
in fragile democracics is increcasing poll
monitoring in the US as political polari-
sation and voter distrust grow ahead of
November’s presidential contest.

The Carter Center’s Democracy Pro-
gram, which has recently worked in
countries including the Democratic
Republic of Congo, Venezuela and Sierra
Leone, will support non-partisan elec-
tion observation missions in up to five
US states.

The pledge comes as Donald Trump
and his base conlinue Lo question the
integrity of US ballots following the ex-
president’s claim that he lost the 2020
election because it was rigged.

“We have taken our international
election observation expertise and have
needed to turn it inward to the United
States,” Jason Carter, chair of the Carter
Center and grandson of the 39th US
president, told the Financial Times.

“We've done a variety of cross-
partisan initiatives to help bring our
expertise to bear on the troubling
aspects of our American democracy.”

The Carter Center began supporting
election observers in the US in 2020.

In 2022 it bolstered its domestic pro-
gramme, saying it would “strengthen
trust in the US electoral process by pro-
viding information to voters, encourag-
ing the US to meet international election
standards, promoting non-partisan citi-
zen observation and working to miti-
gate possible electoral violence”.

Sixteen US states do not have legisla-
tion recognising non-partisan observ-
ers, although almost all recognise the
partisan “poll watchers” that represent
political parties, candidates or groups
that have become increasingly active in
raising concerns around voting that
goes against their own interests.

“Partisan efforts are more widespread
than in the past,” said the programme’s
director, David Carroll. “They have a
partisan interest, which is fine in the US
context. What our group is doing in the
US is similar to what we do internation-
ally: non-partisan observation. We have
no stake in the outcome.”

This year the Carter Center partnered
with local organisations in New Mexico
and Montana, releasing a report on Mis-
soula County’s primaries. It will build on
this work for the election and launch
further operations in three swing
states — Michigan, Arizona and Georgia,
where the Carter Center is based and
which is reviewing state election laws.

In a joint report in February with
the Baker Institute think-tank, the
Carter Centre warned: “Our nation is
going through a tumultuous period of
domestic unrest, one of the most polar-
ised in American history . . . Too often,
those on the opposite sides of the politi-
cal divide seek to manipulate the out-
come of elections in their favour
through the laws and regulations that
govern how our elections are con-
ducted.”

The Stockholm-based International
Institute for Democracy and Electoral
Assistance rates the US as “a high-per-
forming democracy”. But it says there
have been “significant declines” over
the past five years on a number of meas-
ures, including the effectiveness of its
legislative oversight ol the execulive
branch of government.

Factory blaze

S Korea fatal fire breaks out after battery blast

SONG JUNG-A — SEOUL

A fire at a lithium battery factory in

South Korea has killed at least 22 peo-
ple, including 19 foreign nationals,

local officials have said.

The blaze broke out yesterday after bat-
tery cellsexploded at the Aricell plant in
Hwaseong, an industrial city about
45km south of Seoul, the capital.

The blast occurred as workers were
packing batteries at a two-story ware-
house containing about 35,000 units,
local fire official Kim Jin-young told a
televised briefing. The cause of the
explosion remained unclear, he added.

Most of the dead were foreigners,
including 18 Chinese nationals and one
person from Laos, according to officials.
About 70 people were working at the
plant at the time of the explosion. Fight
were injured in the fire and one

remained missing, the officials said.
President Yoon Suk Yeol visited the

scene and told local authorities to mobi-

lise all possible resources in the search
and rescue effort, his office said in a

statement.

Aricell, which was established in
2020, makes lithium batteries for sen-
sors and radio communication devices,
according to its regulatory filing. The
company reported Won4.8bn ($3.5mn)
in sales last year.

Shares in S-Connect, which owns the

Taking stock:
firefighters in
Hwaseong at the
scene of the blaze,
which started after

an explosion

majority of Aricell, fell 23 per cent yes-
terday after news of the fire emerged.

An investigation would be launched
into whether the company took suffi-
cient measures to ensure workers’
safety, the labour ministry said.

South Korea, which is heavily depend-
ent on manufacturing, has made efforts
Lo improve ils labour environment but
industrial accidents remain frequent.

The country has one of the highest
industrial death rates in the developed
world despite heavy investment by

companies to improve safety, with
nearly 600 work-related fatalities
reported last year, according to govern-
ment data. Many leading manufactur-
ers, including Samsung Electronics,
Posco and Hyundai Heavy Industries,
have been embroiled in health and
safety disputes.

Samsung was recently investigated by
the country’s nuclear safety authorities
after two workers at its chip plant in
Giheung, about 40km south of Seoul,
were accidentally exposed to radiation
last month. The company said it would
work to prevent further accidents.

Dangerous working practices were
tolerated during the country’s rapid
economic development between the
1960s and 2000s. However, pressure
from politicians and labour unions for
improvements led to the passage of new
safety legislation in 2021.

Under the law, business owners or
senior execulives will face al leasta year
in jail or a fine of up to Wonlbn if they
are found to have been negligent in
enforcing safety measures following any
fatal industrial accident.
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Power-sharing

Haggling over posts and
dispute over how to run
government hit process

ROB ROSE — JOHANNLESDURG

Negotiations to form a coalition cabinet
in South Africa have stalled as the Afri-

can National Congress and the largest
opposition party, the Democratic Alli-
ance, struggle to reach agreement on
how toshare power.

Cyril Ramaphosa, who was inaugu-
rated as president for a second term 10
days ago, was expected to announce a
cabinet on Sunday, but haggling over
positions and a dispute over how the

national unity government should be
run have obstructed the process.

DA chair Helen Zille said her party
should receive 12 of the 30 cabinet posi-
tions available, based on its vote share in
last month’s watershed election when
the ANC lost its majority for the first
time since the end of apartheid. In a let-

ter sent to ANC secretary-general Fikile
Mbalula, she also pushed for a DA law-
maker to become deputy president, “as
is standard practice” in coalition gov-
ernments, and deputy finance minister.
Yesterday the ANC described these
demands as “outlandish and outra-
geous’, while senior ANC officials have
accused the DA of overplaying its hand
given that it won only 21.8 per cent of
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the vote compared with the ANC’s 40.2
per cent. The ANC said cabinet positions
were Ramaphosa’s prerogative and the
unity government could not “be held to
ransom’ by asingle party.

Ramaphosa met DA leader John
Steenhuisen yesterday in an effort to
reach a compromise. People close to the
talks said the ANC had increased its
offer to six cabinet positions, while the
DA had lowered its stipulation to eight.
The DA’ initial demands included high-
profile ministries including minerals
and energy, trade and industry, higher
education, justice and international
relations.

Peter Attard Montalto, managing
director of consultancy Krutham, said

the stand-off in recent days had raised
the possibility of the DA pulling out
entirely, but he thought the unity gov-
ernment would remain intact.

“The DA has been playing hardball in
the balance of number and seniority of
slots in cabinet it wants, while the ANC
has also been unreasonable in not want-
ing to give up cabinet seats proportion-
ately,” he said, adding that “a compro-
mise would not be an awful outcome”.

South Africa’s currency and equity
markets lost ground as the reality of the
horse-trading hit home for investors.
The rand, which climbed more than
1 per cent to R17.87 to the dollar last
week, yesterday slipped back to R18.16.
Attard Montalto said “the market has

South Africa coalition cabinet talks falter

perhaps got ahead of itself” in expecting
the DA to receive so many cabinet posts.

Negotiations were not deadlocked,
Zille insisted yesterday. “There are
negotiations and, in most countries with
stable coalitions, this can go on for many
months. It takes time to reach a sensible
compromise, she said.

Zille refused to say which ministries
the DA had sought to occupy. Both par-
ties signed a statement of intent stipu-
lating that cabinet appointments would
be made “in consultation with the lead-
ers of the respective parties” before
Ramaphosa was elected president by
parliament.

Since then, the unity government has
expanded to 10 parties.

Netanyahu lays out plans for summer of conflict

Prime minister unyielding on

war with Hamas and threatens

escalation against Hizbollah

NERI ZILBER — TEL AVIV

Benjamin Netanyahu’s first Hebrew-
language interview since October 7 laid
out his vision for a long, hot summer in
the Middle East: continued fighting in
Gaza, no permanent ceasefire to secure

the return of hostages and potential
escalation with Hizbollah in Lebanon.

The Israeli premier’s unyielding out-
look, delivered on Sunday in conversa-
tion with the supportive rightwing tele-
vision station Channel 14, was cheered

by the sympathetic live studio audience.
But his stance — the first detailed

elaboration of Netanyahu’s plans since
last month’s dissolution of a unity war-
time cabinet — will unnerve Israel’s
allies and neighbours in the region, who
are pushing for a diplomatic break-
through to end the war in Gaza and con-
tain regional hostilities.

“Netanyahu isn’t promising the pub-
lic “Lotal viclory’ any more, but he is
promising endless war,” said Amos
Harel, the veteran defence analyst for
[laaretz. “Cverything is left vague and
shrouded in uncertainty — except about
the hostage deal.”

Families of those 120 remaining hos-
tages condemned Netanyahu for his
remarks and accused him of “abandon-
ing” their loved ones and violating “the
state’s moral duty towards it citizens”.

Netanyahu’s comments potentially
undercut months of efforts by the US,
Qatar and Egypt to broker a ceasefire-
for-hostage deal between Israel and
Hamas that, inits initial phases, deliber-
ately sought to keep the potential end of
the conflict ambiguous.

The Israeli leader said he was open to
a “partial deal” to return some hostages
but was unwilling to stop the war with
“Hamas intact”. He said: “We are com-
mitted to continuing the war after a
pause in order to complete the objective
of destroying Hamas. On this 'm not

willingtorelent.”
Netanyahu did allow that Israel was

“very close” to finishing the “intensive
phase” of its military campaign in Gaza,
likely in the coming weeks after the
completion of the offensive in the south-
ern city of Rafah. After that, he added,
lower intensity military operations
would continue indefinitely.

Yelany poslwar governance plans (or

Israel. Military operations

Destruction:
Khan Younis in
the Gaza Strip,
where Israeli
Prime Minister
Benjamin
Netanyahu,
below, has said
he is unwilling
to stop the war
with ‘Hamas

intact’
Abed Rahim Khatib/
Anadolu/Getty Images

the shattered enclave remain inchoate,
with Netanyahu again insisting that
unnamed local Palestinians working in
tandem with neighbouring Arab gov-
ernments would be tasked with building
anew “civiladministration” for Gaza.
Many are sceptical such a scheme is
feasible, especially with Hamas still able
to muster significant resistance. “Who
[from the outside | will be willing to go
into Gaza and do this? And Hamas will
never allow it, turning their own people
against them,” said one person familiar

The Israelileader rejected once more
any role in Gaza for the moderate Pales-
tinian Authority, which exerts limited
self-rule in parts of the occupied West
Bank. But in a nod to international sen-
sibilities, Netanyahu also dismissed
calls by his far-right coalition allies to re-
establish Jewish settlements inside
Gaza, saying it was “not realistic”.

Netanyahu said that once the high-in-
tensity phase of the Gaza war was fin-
ished, Israeli forces would redeploy to
the northern border with Lebanon,

‘Netanyahu
isnt
promising
the public
“total
victory”
any more,
but he is
promising

with Israeli postwar thinking.
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where Israel and the Iran-backed Hiz-
bollah movement have been exchang-
ing daily fire for nearly nine months.

He said the purpose of the future
redeployment was initially “defensive”,
but that the ultimate goal was to allow
the 60,000 residents of northern Israel
evacuated since the start of the war “to
return home”, adding: “If we can do this
diplomatically, great. If not, we will do it
another way. But we will bring everyone
back home.”

US President Joe Biden’s administra-
tion has been attempting to broker a

deal between Israel and Hizbollah that
would forestall a war which analysts
warn could engull the entire region.

endless war’
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Global warming

Climate alliance calls for bolder measures

ATTRACTA MOONEY — LONDON

Governments are being urged to set
ambitious climate plans by a group
including Ikea and Unilever as con-
cerns rise that politicians are weaken-
ing measures to tackle global warming
amid a growing “greenlash”.

A coalition of businesses, mayors, gov-
ernors and investors calling themselves
Mission 2025 has formed in support of
robust climate action and is backed by
former UN diplomat Christiana
Figueres.

Figueres, who oversaw the UN’s cli-
mate change arm at the time of the land-
mark 2015 Paris agreement to tackle ris-
ing global temperatures, told the Finan-
cial 'Iimes that Mission 2025 aimed to
rebut the view that moving faster on
tackling the climate crisis was “too diffi-
cult, too unpopular or too expensive”.

Several companies have rolled back
on net zero and other environmental
measures, with some critics arguing that
businesses are responding to mixed
messages from governments.

In December, governments agreed at
the COP28 climate summit to transition

from fossil fuel, but there are also signs

that countries are slowing or rolling
back on climate action. Germany last
year watered down a proposal on
greener boilers after a backlash from
homeowners, while the EU this year
scrapped a target on agricultural emis-

sions after protests from farmers.
The Mission 2025 group is calling for

Germany watered down
a proposal on greener

boilers after a backlash
from homeowners

governments to ensure that new
national climate plans for the next dec-
ade — known as nationally determined
contributions (NDCs) — are strong
enough to limit global temperature rises
to 1.5C above pre-industrial levels.
Under the Paris agreement, countries
have o submil [resh plans every [ive
years, starting from 2020.

Last year the UN said the world was
on course for a temperature rise of up to
2.9C under existing government

pledges, a rise that would have a cata-
strophicimpact.

Research published this month hy the
Energy Transitions Commission, a
think-tank, argued that the rapidly fall-
ing costs of clean technologies and other
solutions meant countries could feasi-
bly put the world on a 2C pathway — the
upper threshold of the Paris agreement.

Lord Adair Turner, chair of the

Energy Transitions Commission, said

the NDCs should set out plans and poli-
cies for all sectors and greenhouse gases,
as well as outlining what type of financ-
ing will be required.

Bold NDCs were “totally possible and
deliverable”, Figueres said, arguing that
businesses needed clear policy from
governments in order to make invest-
ment decisions, and that voters also
wanted politicians to takeaction.

Hein Schumacher, chief executive of
Unilever, said ambitious national cli-

mate plans would enable governments
Lo “mobilise their economy Lo decar-
bonise whilst unleashing new opportu-
nities for growth”.

Additional reporting by Paola Tamma in
Luxembouryg

According to diplomats briefed on the
talks, a potential deal would involve
Hizbollah withdrawing its forces from
the border, Israel ending reconnais-
sance flights over Lebanon, and the res-
olution of a series of territorial disputes
between the two sides.

Yet such an agreement hinges on an
end to the fighting in Gaza, those diplo-
mats added, with Hizbollah making
clear that it would stand in “solidarity”
with Hamas.

Netanyahu said he hoped a full-blown
war with Hizbollah, considered the
world’s most heavily armed non-state
actor, could be averted. But he said
Israel would “meet this challenge” of
fighting on multiple fronts if needed.

Despite the rising tensions, Netan-
yahu made clear that he would still be
flying to Washington for a July 24
address to a joint session of the US Con-
gress. “This is a great honour” and “an
extraordinary opportunity” to present
Israel’s position to the world.

“Iwill bring the word of our nation ata
decisive moment in its history, in the
battle for our existence,” he said.
Additionalreporting by Andrew England in
London
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Russia

At least 19 die
in attacks on
churches and

Synagogues
In Dagestan

MAX SEDDON — RIGA

At least 15 police officers and four civil-
ians, including an Orthodox priest,
have dicd in Russia’s southern region of
Dagestan after gunmen attacked
churches and synagogues in two cities,

officials said.

Russian authorities described the
shootings as terrorist attacks and said
yesterday that the situation was under
control. They said six of the assailants
were killed.

Dagestan is a mostly Muslim regionin
the north Caucasus that has struggled
with a long-running Islamist insur-
gency. Theshootings in the regional cap-
ital Makhachkala and in Derbent on
Sunday evening were the worst terror
incident in Russia since militants killed
145 people and injured a further 180 at a
concert hall in Moscow in March.

The shootings appeared tobe part ofa
recent increase in Islamist violence in
Russia. State newswire Tass cited Rus-
sian law enforcement sources who said
the attackers were “adherents of an
international terrorist organisation”.

Kremlin spokesman Dmitry Peskov
said President Vladimir Putin offered
his “deepest condolences” to the vic-
tims’ families, according to Interfax.

Peskov claimed there was no chance
of Russia returning to the chaos during
Putin’s first presidential term in the
2000s when such attacks were com-
monplace. “Russia is different now.
Society is completely together. And
criminal terrorist incidents like this do
not have support in society. Not in Rus-
sia, nor in Dagestan,” he said.

In a video message on social media
app Telegram, local governor Sergei
Melikov claimed that the attacks had
partially been directed “from abroad”
and said the authorities would continue
to hunt down “all members of sleeper
cells” active in the region.

Tass said the attackers included two
sons and the nephew of Magomed
Omarov, alocal ollicial who was subse-
quently arrested and expelled from
Putin’s United Russia party.

The attackers threw Molotov cock-
tails into a synagogue and Russian
Orthodox Christian church in Derbent,
then attacked police officers guarding
the religious sites, according to Baza, a
news outlet on Telegram close to law
enforcement officials. Melikov said the
victims included an Orthodox priest.

Half an hour later, another group of
attackers opened fire on police officers
guarding a church in Makhachkala,
threw a Molotov cocktail at a nearby
synagogue and attacked traffic police.

Melikov declared three days of
mourning in Dagestan and visited the
synagogue and church in Derbent yes-
terday.

Russia blamed Ukraine for the attack
on the concert hall in March and
accused unnamed western countries of
helping the militants, even while admit-
ting the US had given security services
prior warning of the attack. Isis-K, an
Afghanistan-based affiliate of Isis,
claimed responsibility for the attack.

Some security experts have said that
Putin’s full-scale invasion of Ukraine
and a crackdown on civil liberties have
misplaced the security services’ priori-
ties and deprived them of resources,
leaving Russia more vulnerable to
Islamist attacks.
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Pilgrimage

Saudi heat blamed for 1,500 deaths at hajj

AHMED AL OMRAN
HOFUF, SAUDI ARA3IA

Lxtreme temperatures in the Muslim
holy city of Mecca led to 1,301 people
dying during this year’s hajj pilgrim-

age, a senior Saudi official said.

Health minister Fahad al-Jalajel said on
Sunday that 83 per cent of the dead were
unauthorised pilgrims who had walked
long distances under direct sunlight
without shelter orrest, including elderly
people and some with chronicillnesses.
Saudi authorities issued multiple
warnings against attempting to perform
the hajj without authorisation in the
weeks leading up to the pilgrimage ear-
lier this month. They also advised pil-
grims to take precautions against the
expected hot weather at the holy sites.
However, many people managed to
evade checkpoints around Mecca and
reach the city, including hundreds from
Egypt. Without authorisation, those
people had no access Lo basic services or
proper accommodation to deal with the
heat as temperatures rose to nearly 50C.
“We consider pilgrims as pilgrims the
moment they dress for hajj, regardless

of the status of their authorisation, col-

our, gender or nationality. They receive
full [healthcare] services,” the health

minister told state television on Sunday.
He said a quarter of those services had
been deployed to help unauthorised
pilgrims.

Egyptian Prime Minister Mostafa
Madbouly said last Friday that travel
companies that facilitated journeys for

unregistered pilgrims who died would

be investigated. “Investigations will be
launched into any company which

organised the travel of the pilgrims who

is helped by another hajj pilgrim

died outside of regular frame-
works . . . and did not provide them
with logistical support,” he said, threat-
ening “strong decisions and the severest
punishment” to avoid a repetition.

Around 1.8mn people went on the hajj
this year, Saudi authorities said. With
many of them elderly or having pre-ex-
isting health conditions, deaths are not
uncommon. But this year’s figures were
seen as high compared with previous
years free of major incidents such as
stampedesor fires.

Pilgrims need a specific visa to access
Mecca during the hajj. The documenta-
tion is allocated to countries on a quota
system based on thesize of their Muslim
populations. High costs of pilgrimage
and long waiting lists in some countries
lead many to travel outside the system.

The timing of the hajj is determined
by the Islamic Hijri calendar. The hajj
shifts forward by around 11 days each
year on the Gregorian calendar used in
the wesL. Pilgrims can expecl Lo be able
to performthe rituals in milder weather
conditions for several years after 2030
asthe hajj season then falls in the winter.

Additional reporting by Heba Saleh in Cairo



Tuesday 25 June 2024

* FINANCIAL TIMES

Extreme caution Europe must address root causes of far right’s rise in order to protect its own future © MARKETS INSIGHT, PAGE 12

ompanies & Markets

Apple accused
of breaking EU

rules on fair

competition

e Allegations of ‘gatekeeper’ abuse
@ Potential fine in tens of billions

JAVIER ESPINOZA — AMSTERDAM

Brussels has accused Apple of stifling
competition on its App Store, marking
the first time EU regulators have
brought charges against a Big Tech
group under new digitalrules.

The European Commission has been
gearing up for years to unleash the full
authority of its new Digital Markets Act
against Big Tech. The rules were
designed to help start-ups by forcing
powerful “online gatekeepers” — most
of whom are US companies — to open up
their businesses to competition.

Tech groups had to comply with the
law starting from March this year.

In preliminary findings issued yester-
day, regulators in Brussels said they

"The DMA is not an
excessive ask. [It] is plain
vanilla to ask for a fair,
open . . . marketplace

were concerned about restrictions
Apple is imposing on developers’ ability
to “freely steer their customers” by
directing them Lo promotions outside
the App Store.

Thierry Breton, the EU internal mar-
ket commissioner, said: “Apple’s new
slogan should be ‘act different’. Today
we take further steps to ensure Apple
complies with the DMA rules.”

If found guilty, the iPhone maker
faces a penalty of up to 10 per cent of its
global annual revenue — a fine could run
into tens of billions of dollars. The fines
can rise to 20 per cent in the event the
offence is repeated, the FlU said. Apple
said it was “confident” in its compliance.

Margrethe Vestager, the EU’s execu-
tive vice-president in charge of digital
policy, said: “We are dealing with the
biggest and most valuable companies on

the planet. The DMA is not an excessive
ask. [It] is plain vanilla to ask for a fair,
open and contestable IﬂﬂI]{Etp]ﬂCE.”

She added: “Ifind that it is surprising
that some of the most valuable,
respected big companies on this planet
do not take compliance as a badge of
honour.”

The commission’s preliminary find-
ings have to be finalised within one year
from the start of its official investigation
in March. The move against Apple was
first reported by the Financial Times
this month.

The commission also announced yes-
terday that it was investigating whether
Apple’s developer fees breached the
EU’s rules. The fees include a charge of
50 cents per download that companies
have to pay if their app is used by more
than 1mn people. Brussels said it was
looking at whether Apple was imposing
too many restrictions for users to down-
load and install alternative app stores.

Apple said it had “made a number of
changes to comply with the DMA in
response to feedback from developers
and the European Commission”.

“We are confident our plan complies
with the law, and estimate more than 99
per cenl of developers would pay the
same or less in fees to Apple under the
new business terms we created,” the
company said.

In January, Apple introduced changes
to its i0S mobile software, app store and
Safari web browser in the EU to appease
competition concerns. Last Friday the
tech giant said it was delaying the intro-
duction of Al-enabled features on
iPhones in the EU because of the uncer-
tainty brought about by new tech rules.

“If the commission indeed finds that
Apple infringes the letter or the spirit of
the DMA, it has to impose fines that
really hurt — that is the only language
Big Tech understands,” said Markus
Ferber,a German MEP.

Dealmaking pop Pringles packaging producer
buys Eviosys for $4bn in rare buyout windfall
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The sale to Sonoco will generate a $1.8bn gain for KPS and its investors — ik waemBelga News Acency/Alamy

ANTOINE GARA AND MARIA HEETER
NEW YORK

A US private equity group has sold a
large industrial business for nearly
$4bn, marking one of the first big
private equity windfalls from a wave

of dealmaking seen in 2021, when
interest rates were near zero and val-

uations high.

KPS Capital Partners has agreed to
sell its Eviosys packaging business to
manufacturer Sonoco Products
nearly three years after it acquired the
provider of aluminium containers for
aerosols and foodstuffs such as cat
food, tuna and sardines.

Sonoco, a century-old South Caro-
lina company that first made paper
textile cones for the garmentsindus-
try but now sells containers for
brands like Pringles crisps, will pay
$3.9bn for Eviosys. The deal,
announced yesterday, will generate a
windfall of nearly $2bn for KPS.

In 2021, KPS carved Eviosys out of
Crown Holdings, a larger rival selling
cans to food and beverage giants, for
$2.7bn in an acquisition that came
amid a record wave of $1.1tn in pri-
vate equity buyouts. However, a swift
increase in interest rates from early
2022 quickly cooled off buyout activ-
ity, which has fallen by more than halt
from those levels.

The heavy private equity invest-
ment of 2021 has caused a cash
crunch among many investors such as
pensions and endowments because
rising interest rates have punished
corporate valuations and made it
hard for dealmakers to exit a growing
stockpile of ageing investments.

The sector entered 2024 sitting on
a record $3.2tn in unsold deals that
are a “towering backlog” that PE
firms must now exit, according to
consultancy Bain & Co.

Buyout funds raised between 2019
and 2021 have collectively returned

.............................................................................................................................................................................................................................................................................................................................

A pro-growth Labour must eschew whipping-boy bank policies

less than 20 per cent of investors’
commitments, falling “drastically
behind” similar funds raised in earlier
years, according to a recent report
from Goldman Sachs.

KPS, however, was able to earn a
swift and large windfall for Eviosys by
increasing its prolitability by about 50
per cent, according to a source briefed
on the matter, and by identifying a
corporate buyer that would find value
in its specialised packaging opera-
tions.

Howard Coker, chief executive of
Sonoco, has in recent years divested
business lines focused on recycling
and industrial foam to simplify its
operations.

The acquisition will generate a
$1.8bn gain for KPS and its investors,
or about 3.2-times their initial equity
investment because they used debt to
finance the deal, according to the
source. KPS declined to comment on
its returns.

Moelis banker
recorded in
punching clip
leaves firm

JOSHUA FRANKLIN — NEW YORK

The I\‘iﬂ'&liﬁ iHVEStment banlcer Wl]ﬂ
was filmed punching someone during a
New York City Pride event earlier this
month has resigned from the Wall
Street firm.

Moelis confirmed the departure of the
banker, Jonathan Kaye, in a statement
yesterday.

Kaye, who ran Moelis’s global busi-
ness services [ranchise, was placed on
leave two weeks ago after a short clip cir-
culated on social media platform X
showing him hitting a person in the face
ata street corner.

A representative for Kaye did not
re Spﬂlld toa l'equest fDI' comment.

The exit caps a turbulent few weeks
for Kaye, who until this event was one of
Moelis’ most senior bankers, having
spent two decades on Wall Street.

The incident caught on film occurred
late on Saturday June 8 in Rrooklyn
as he passed an event in the New York
City borough celebrating the start of
LGBTOQIA+ Pride month.

The short clip, which was widely
shared online, showed Kaye throwing a
punch and then walking away.

The Financial Times has previously
reported that the altercation took place
after Kaye, who is Jewish, approached
four individuals with a Palestinian flag
and told them they were “on the wrong
side”.

The individuals are then alleged to
have thrown liquids on Kaye and a scuf-
fle ensued.

T'he incident lit up industry message
boards such as Wall Street Oasis, with
some commenters coming to Kaye’s
defence and others condemning his
behaviour.

Kaye joined Moelis in 2013 from Citi-
group as a managing director. He is a
graduate of Tufts University and Duke
University School of Law.

Moelis had previously praised Kaye’s
leadership at the bank, saying that
the unit he led had “become a recog-
nised global leader having advised on
over 100 transactions across the sec-
tor”.

The boutique investment bank was
founded by former UBS banker Ken
Moelis in 2007, one of a number of inde-
pendenf advisnr}r firmsthat have grown
in prominence in recent years along
with the likes of Centerview and Ever-
core.

Moelis went public in 2014 and has a
market capitalisation of about $4bn.
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Patrick
Jenkins

f all the deserving causes

that politicians are keen to

endorse as we limp

towards the UK general

election — the NHS, social
care, education, defence — a £40bn
annual payout for the country’s big
banks must be one of the least likely
vote winners.

The sum is what the Bank of England,
underwritten by the Treasury, currently
hands out to the likes of NatWest,
Lloyds and HSBC as interest generated
at the base rate of 5.25 per cent, on the
banks’ £760bn of reserves held at the
central bank.

It'san abstruse topic, the detailed eco-
nomics of which have been closely ana-
lysed by my colleagues Chris Giles and
Toby Nangle. But because of the sums
involved, the interest paid on central
bank reserves has become intensely
political in the run-up to the July 4 poll.

In a typically populist move, Reform
UK — Nigel Farage’s rebranded Brexit
party — has made abolition of the
scheme a policy priority. The Green
party has meanwhile pledged a windfall
tax on banks’ “excessive profits”, while
the Liberal Democrats vowed toreverse
culs that the Conservalive administra-
tion has applied to bank-focused taxes
— abalance sheet levy and a supertax.

This is the context in which reserve

interest should be seen. Stripping away

a commercially appropriate return on
money deposited with the central bank
would be tantamount to a 100 per cent
tax bill on that earned interest. In a dif-
ferent context — individuals’ savings
account interest, for example — even
the most radical socialist would blanch
at such a seizure.

There is another moral argument
against eliminating interest on reserves:
to do so would be to move the goalposts
halfway through the game. Until a cou-
ple of years ago, banks in many parts of
the world had been through a long cycle
of subdued profit margins thanks to
ultra-loose monetary policies — espe-
cially in Europe, where interest rates
were nudged, or fell below, zero for
many years as policymakers tried to
spark growth. When interest rates are
low, the margin between deposit inter-
est and loan inter-

est tends to be mposing yet another

compressed.

Lower margins d€ factotax on banks
meant lower prof- would undermine all of

its and subdued

stock market valu- Starmer’s pro-investment
ations. Allowing pOliC}’ pl‘ﬁ__:)al'ations

banks to benefit
from today’s symmetrically higher rates
is only right.

The related central banking argu-
ments against abolition are powertful,
too. As BoE governor Andrew Bailey has
reiterated in recent speeches, the cur-
rent system is a key way of transmitting
monetary policy to the economy. That
in turn feeds through to benefits for cus-
tomers — reserve interest pegged to
base rates underpins higher deposit
rates and lower lending rates. Financial
stabilily is also enhanced: remunerated
reserves incentivise banks to keep high
levels of liquid funds at the BoE.

In truth, even reformist policymakers
are not advocating the kind of extreme

interest seizure that Farage has sug-
gested. Economists that Farage claims
as backers of his plan have in fact argued
for a far subtler change — creating arela-
tively small tier of reserves that would
go unremunerated while the remainder
would still attract interest.

Such a system already applies in the
Eurovzone, where the European Central
Bank last year imposed a O per cent tier
of compulsory reserves equivalent to
1 per cent of banks’ deposits, with inter-
est paid on surplus reserves. It is too
early to chart the impact, but bankers
suspect that the transmission speed of
rate changes may be impaired. In
exchange, Eurozone central banks are
saving about €6bn in interest payments.

An incoming Labour government in
the UK, now universally predicted by
the polls, should not countenance even
this kind of minor change. And not only
because the monetary gain would be
small. Imposing yet another de facto tax
on banks would undermine all the pro-
business, pro-growth, pro-investment
policy preparations that Sir Keir
Starmer’s party has made over the past
year or two. Quixotic windfall taxes
imposed by European governments
have compounded shrunken profit
margins and spooked foreign investors,
keeping the region’s bank valuations
way below those of US rivals.

It is encouraging that chancellor-in-
waiting Rachel Reeves has professed no
intention of pressing Bailey (her former
boss at the central bank back in the
early 2000s) to make such a backdoor
change to bank taxation. Nor should she
be swayed into raising the front-door
supertax or levy. The growth agenda
Lhal is central Lo Labour’s electoral pitch
cannot be effectively fuelled with a
whipping-boy banking sector.

patrick.jenkins@ft.com
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Financials

HPS raises $21bn in flagship private credit fund

Cash-raising success
comes as firm debates a

possible listing or merger

ERIC PLATT — NEW YORK

HPS Investment Partners has raised one
of the largest private credit funds on
record, confirming its spot as one of the
industry’s leaders as the firm debates a
possible public listing or merger.

HPS amassed $21.1bn for its flagship
Specialty Loan Fund VI, its largest fund-
raising since the firm was founded in
2007. The fund received $14.3bn of

Several of tech billionaire and

newspaperowner's DC bets

have been derailed or blocked

MARTHA MUIR — WASHINGTON
ANNA NICOLAQU — NEW YORK

Three years after Jeff Bezos bought The
Washington Post for $250mn, the Ama-
zon billionaire made another Washing-
ton acquisition that was arguably just as
significant to the Georgetown social set:
a mansion in the capital’s upscale Kalo-
rama Heights neighbourhood for
$23mn.

His 2016 purchase of a former textile
museum that would become the city’s
largest privateresidence was celebrated
locally as a sign the tech titan and his
then wife, MacKenzie, were shifting
their lives from Seattle — where they
had a love/hate relationship with city
grandees — to “the other Washington”.

Bezos did little to discourage the spec-
ulation. Just as he set out on a $12mn
renovation of the house in 2018, Ama-
zon announced it was building a second
headquarters in the Washington suburb
ol Crystal City. Then it became known
that he wanted to acquire the city’s
National Football League team, which
would soon change its name from the
Redskins to the Commanders.

The capital embraced its new arrival.
“What he’s going to do is revive the leg-
acy of Kay Graham and her great social-
ising,” Jean Case, a Bezos friend and wife
of AOL co-founder Steve Case, predicted
in a reference to Katharine Graham, the
late, legendary Post proprietor and
Georgetown hostess.

When Bezos threw his first big party
at the Kalorama property in January
2020, the guests included Mitt Romney
and Ivanka Trump. The Post, where dig-
ital subscriptions and staffing were
surging, looked like a rare news indus-
try growth story. Soon afterwards, its
proprietor began building his $10bn
Bezos Earth Fund philanthropy organi-
sation in Washington too.

But over the past 18 months, several
of Bezos’s big Washington bets have
been derailed or overtaken by events —
culminating in the upheaval at the Post,
where his handpicked chief executive,
Sir Will Lewis, is facing a newsroom
revolt triggered by his radical attempts
to stem losses which last year hit $77mn.

Robert Winnett, the British former
colleague Lewis picked as editor, with-
drew from taking the job last week, after
stories appeared in rival outlets and the
Post itself questioning both men’s ethics
in previous roles.

The series of setbacks has raised a
question in the nation’s capital: is Bezos
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Aerospace & defence

Czechoslovak Group lifts Kinetic bid to $2bn

RAPHAEL MINDER — WARSAW

Czechoslovak Group (CSG) has raised
its bid for Kinetic, one of the largest US
malkers of small arms ammunition, as
it hopes to fend off a rival bidder in a

politically charged takeover battle.

Vista Outdoor, Kinetic’s parent com-
pany, said yesterday that privately held
CSG had raised its offer by $40mn to
$2bn. Vista, whose board had previ-
ously recommended the deal, saidina
statement that it remained fully com-
mitted to CSG.

Vista has also received an offer from
Dallas-based investment firm MNC
Capital Partners, which wants to take
over the whole of Vista, including its
outdoor sports equipment business, for

$3bn.

Another recent oller [or Kinelic,
which owns the Remington ammuni-

tion brand, backed by former president
Donald Trump donor Jeffery Ililde-

brand, was withdrawn last week.

commitments from investors, one of the
largest sums raised by a traditional
direct lending fund, according to data
provider Preqin. The $21.1bn figure also
includes billions of dollars of bank
loans, increasing its ability to invest.
The fundraising, after a string of large
hauls last year, comes as HPS considers
options that could see it go public or
merge with a rival private investment
group, according to people briefed on
the matter. It manages $114bn, more
than double its size at the start of 2020.
“Performance attracts capital,”
Michael Patterson, a governing partner
of HPS, said. “You then have to put that

Newsroom

capital to work [while] maintaining that
performance. This is a big, very public
demonstration that’s what is happening
at HPS.

The firm and several of its

rivals have become some
of the most important

players on Wall Street

The firm and several of its rivals have
over the past four years become some of
the most important players on Wall
Street, lending to a growing list of blue-

chip companies, buying loan books that
banks are keen to shed and taking on
risks that traditional lenders have

retreated from.

Their ascent has been driven by
strong performance and a fundraising
prowess that has helped the industry
accumulate hundreds of billions of dol-
lars in recent years, boosting managers
such as Ares, Apollo, KKR, Blackstone
and Sixth Street. Many have become
go-to portfolio managers for insurance
companies — including insurers they
own themselves — replacing traditional
corporate bond and loan investors.

Patterson said HPS saw “significant”

Media. Cooling relationship

Bezos’ love affair with Washington hits a rocky patch
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areas to grow, including in the area of
private investment grade and asset-
backed debt. The areas have been a
focus for competitors who are now
financing aircraft leases, music royalty
streams and even semiconductor man-
ufacturing plants.

HPS was formed in 2007 by Scott
Kapnick, Scot French and Patterson,
before the financial crisis and resulting
regulation prompted many banks to
scale back the types of lending they were
doing. All three had worked at Goldman
Sachs before starting the new firm,
which they built within JPMorgan
Chase’s asset management business.

drama: Jeff
Bezos was
compared to
legendary
Washington Post
publisher
Katharine
Graham, below,
when he moved
to DC. Some
suspect the
city’s allure may

be fading for the

tech billionaire

FT montage/Getty Images
Robert R McElroy/Getty
Images

still as enamoured with Washington —
and the Post — as he was when he

acquired the struggling newspaper a
decade ago?

People who have spoken to Bezos
insist he is still committed to the Post for
the long term, a sentiment he reiterated
in a memo to top editors last week in
which he signalled he would “lead this
great institution intothe future”.

“In my experience, Jeff is a tough guy
and I don’t think he cares that much
what people think,” said a person who

has worked closely with him in the past.
“Will he tolerate losing $100mn every
year? Absolutely not. Is he willing to give
Will a chance to enact his strategy? I'm
confident he will, barring new negative
revelations.” Still, a review of Bezos’s

recent activities tells a slightly different
story about the priorities of the tech bil-
lionaire and his new partner, TV person-
ality Lauren Sanchez, one in which
other hubs are vying with Washington
for their business and social pursuits.

Flight logs provided by JetSpy for
three private jets associated with Bezos
do not capture all of the couple’s recent
trips to Washington, where they hosted
an awards gala in March and attended a
state dinner at the White House in April.
Butthey suggest that the city has ranked
below Seattle, California, Florida and
Texas on their list of destinations since
early 2021.

When the Post was celebrating its
three Pulitzer Prizes in May, the couple
were attending the glittering Met Gala in
Manhattan. Bezos arrived there follow-
ing a similarly celebrity-heavy Formula
One Grand Prix party in Miami. And, as
last week’s leadership crisis convulsed
the Post, they were photographed on
holiday in Mykonos.

Days after Lewis shocked Post jour-
nalists this month by announcing the
resignation of editor Sally Buzbee, Bezos
paid $87mn for a third waterfront prop-
erly in Miami, a 10,000 sq [L mansion on
two acres with seven bedrooms, a pool
and boat dock.

His move to south Florida followed an
announcement by Amazon last year

Chemicals

that it was pausing construction on the
second phase of HQ2 —a significant por-
tion of its Crystal City headquarters,
which included three office buildings
and a 354 ft glass tower.

Holly Sullivan, Amazon’s vice-presi-
dent for worldwide economic develop-
ment, insisted that “our long-term com-
mitment remains unchanged” but
acknowledged there was no update on
when construction would resume.

Amazon had promised to create
25,000 jobs at the site, which sits next to
Washington’s Reagan National Airport
and just across the Potomac river from
the capital’s monuments and museums.

But data from Virginia's state devel-
opment authority shows the number of
Amazon employees in the region fell
from 8,430 last year to 7,791. The Post
was the first to report the drop. Amazon,
which like other big tech groups has
grappled with how much post-pan-
demic office space it needs, told the
Financial Times approximately 8,000
employees were assigned to the new site
and more than 1,000 roles were open.

Of all Bezos’s thwarted Washington
initiatives, however, the one that may
hit closest Lo home is his [ailed pursuit of
the Commanders. A life-long NFL fan,
Bezos had repeatedly signalled his wish
to enter the elite club of football team
owners. Bezos went so far as to put an

Jeffisa
tough guy
andI don't
think he
cares that
much what
people
think’

Vista noted that CSG’s latest bid for
Kinetic, which mostly supplies ammu-
nition for guns and rifles used by hunt-
ers and law enforcement, also raised
the cash payment to Vista shareholders
by 12.5per cent from its previous offer.

Since it was announced last October,
CSG’s offer has triggered a political
backlash in Washington, led by Republi-
can politicians who are trying to prevent
regulatory approval of the Czech
company s bid on the basis that foreign
ownership could threaten domestic
security.

Prague-based CSG is central Europe’s
largest ammunition maker, and owns
two munition factories in the US that it
bought as part of its 2022 takeover of
Fiocchi, an Italian group.

Critics of the deal have also raised
concerns aboul the potential impact of
the global ammunition shortage on
availability in America.

CSGis amongthe arms groups helping
the Czech government-led western

initiative to buy ammunition for
Ukraine. The Czech group has pledged
that Kinetic’s products will be sold in the
US market.

Vista said yesterday: “CSG brings a
strong commitment to US manufactur-
ing and our American workforce and
deep expertise in supply chain excel-
lence, ammunition manufacturing and
support for Natoand allied nations.”

CSG said it would not comment fur-
ther after raising its offer for Kinetic. Its
bid must still be approved by the US
Committee on Foreign Investment.

'I'he regulatory review is due to close
this week, which would then allow
Vista’s shareholders to meet and vote on
the Kinetic takeover on July 2.

The company’s chair and owner,
Michal Strnad, wants to complete the
largest-ever Czech purchase in the US Lo
counterbalance CSG’s reliance on gov-
ernment arms contracts with civilian
demand in America, where about one-

third of adults owns a gun.

MALCOLM MOORE, ARJUN NEIL ALIM AND
IVAN LEVINGSTON — LONDCN

The Abu Dhabi National 0il Company
is nearing a €14.4bn agreement to take
over the German chemicals group
Covestro, setting up the Gulf state-
owned energy producer to expand its
overseas holdings.

Covestro has agreed to enter “concrete
negotiations” after the UAE’s Adnoc
boosted its proposal from €60 to €62
per share. The news sent Covestro’s
shares up 6 per cent to €54.52 yesterday
in Frankfurt in what would be the larg-
est acquisition in Europe this year and
the biggest all-cash deal in the chemi-
cals sector.

The deal would also represent the first
successful takeover of a German Dax 40
company by a Gull state-owned group.
The two sides have agreed to conduct
confirmatory due diligence, and Coves-
tro said that it would cancel its capital
markets day scheduled for Thursday.

The two sides have been in talks since
the Gulf sovereign wealth fund made an
informal offer in September2023.

Covestro at first rejected offers below
€60 a share and then debated whether
its sustainability drive would be under-
mined by Adnoc.

Covestro said a price
of €62 per share was
the ‘starting point
for negotiations’

The chemicals company said a price
of €62 per share was the “starting point
for negotiations”, giving the company an
enterprise valuation of about €14.4bn,
which includes debt. “We have made
good progress in our discussions with
Adnoc,” said Markus Steilemann, chief

executive of Covestro. But the company
warned there was still “no certainty”

that the talks would lead to a sale.

But as post-crisis regulation bit and
JPMorgan’s commitment to the unit
wavered, they moved to exit the bank.
Top executives bought the business in
2016, separating HPS from JPMorgan
with new investors Dyal Capital and
Guardian Life buying stakes in the firm.

The firm is now debating its next
steps. It has filed documents with secu-
rities regulators in preparation for a
potential initial public offering, accord-
ing to people briefed on the matter. The
firm could also merge with a rival pri-
vate investment group. Insiders caution
that no decision has been made.

HPS declined to comment.

ownership group together with rapper
and music mogul Jay-Z to acquire the
Commanders, but was outbid by fellow
billionaire Josh Harris, co-founder of
private equity firm Apollo.

At the time, some US media outlets
reported that the team’s then owner,
Dan Snyder, blocked Bezos’s bid
because of his ownership of the Post —
which almost single-handedly forced
Snyder to sell, after it revealed the team
allegedly tolerated pervasive sexual
harassment and employee abuse.

But people briefed on the process
insist Bezos was just outbid by Harris,
who acquired the team for $6bn. “Idon’t
think Snyder would have not sold to
them if Jeff came in with a bid of $7bn,”
said a person involved in the process.

There are few signs that Bezos is sour-
ing on the Post, the original pillar of his
Washington empire, or Lewis, the leader
he chose totransformiit.

When the group searched for a new
chief executive and publisher last year,
Bezos relied heavily on longtime friend
and Amazon board member Patty Sto-
nesifer, who served as the Post’s interim
chief, to sift through the candidates. The
Post hired the Sucherman advisory firm
Lo help with the process and did a “thor-
ough background check” on Lewis and
his past, according to people briefed on
the matter. But Bezos himself is
reported to have made the final decision
to hire Lewis over a meal with the Brit-
ish media executive.

People familiar with the matter say
Bezos and Lewis have had — at least
until now — a good relationship, and
that Bezos has endorsed Lewis’s turna-
round plan for the Post, which has lost
nearly halfof its audience since 2020.

Bezos had moved in “lockstep” with
the actions taken by Lewis so far,
according to a person familiar with their
relationship, who said that the Amazon
founder approved his new CEO’s deci-
sions before they were announced. This
included the plan for a “three-news-
room” structure, they added, which led
toBuzbee’sdeparture.

But Bezos has been unemotional in
separating from executives whom he
has cooled on in the past. In 2014, when
he fired Katharine Weymouth as pub-
lisher of the Post, he moved quickly.
Less than a year after buying the news-
paper, he ousted the heiress to the Gra-
ham family, which had controlled the
paper for eight decades, in a meeting
that lasted less than five minutes.

“I was struck by the abrupt and icy
dismissal,” Martin Baron, executive edi-
Lor at the tme, wrole in a recent book.
Weymouth later said: “Ijust was expect-
ing to at least finish this year.”

Additional reporting by Daniel Thomas and
James Fontanella-Khan
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Adnoc closes on €14.4bn Covestro takeover

Adnoc, which wants to pump 5mn
barrels of 0il a day by 2027, nearly three
times the current output of Shell, ison a
global acquisition hunt to diversify into
gas, chemicals and renewable energy.

In November 2022, a board meeting
chaired by UAE president Mchamed bin
Zayed approved a five-year spending
plan of $150bn to transform the group
from a traditional state oil firm into an
international energy company.

Covestro, which was spun out of the
pharmaceuticals giant Bayer in 2015,
makes the chemicals used by factories
to produce everything from building
insulation to refrigerators to smart-
phone cases to credit cards. In the Euro-
pean football championships this sum-
mer, the outer coating of the balls is
printed with paint made by Covestro.

ILs biggesl cuslomers are Lhe aulomo-
tive, construction and furniture sectors
and its main competitors are China’s
Wanhua Chemicals, BAST, Dow Chemi-
cal and Saudi Arabia’s SABIC.
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US grocery stores seek to win back
shoppers hit by runaway inflation

Retailers and producers are offering discounts in a bid to revive sales as consumers cut back on non-essential items

GREGORY MEYER, RHEA BASARKAR AND
OLIVER ROEDER — NEW YORK

From the bakery aisle to the dairy case,
and the meat counter to the ice cream
freezer, surging inflation for groceries
has led to an unexpected reality: Ameri-
cans are buying less food at the store.

Shoppers have put billions fewer
items in their grocery carts in the past
few years compared with pre-pandemic
levels, resorting instead to a combina-
tion of online purchases, bulk buying —
and simply consuming less, especially in
lower-income households. It’s an inevi-
table response to runaway prices for
food as well as other essentials such as
housing and insurance.

Producers ol consumer packaged
goods were able to boost revenue by
raising prices during the run of high
inflation in recent years. But now, even
as prices have moderated, retailers and
producers are rushing to reinvigorate
SﬂlE‘S “’it}.l lllﬂr]{dﬂ“a'ﬂls ﬂlld PI'DI]]DtiUI]S.

“Increased prices mean smaller bas-
ket sizes and more consumers seeking
to eliminate produt:ts they deem non-
essential,” research firm NielsenIQ said
in an analysis of perishable goods sales.

Customers were well aware of food
inflation at a Key Foods grocery in
Brooklyn, New York, visited by the
Financial Times in the past week.
Shelves of products, including tomato
sauce, pasta and frozen shrimp, bore
labels advertising price deals.

“It’s more expensive than it used to
be,” said Mezjine Dorvil, a shopper at
the store. The US discards as much as 40
per cent of its food supply each year,
more than any other country, said Feed-
ing America, a nationwide food bank
network. The purchase of fewer items —
two bags of tortilla chips instead of
three, one pint of ice cream instead of
two — could help reduce that waste.

Adjusted for inflation, Americans on
average spent 3.1 per cent less on food at
homein 2023 than in 2022, according to
Wilson Sinclair, an economist at the US
Department of Agriculture.

Checkoul terminals at US slores
scanned 248bn items in the past year,
down 3bn from the previous year and
20bn fewer than the year leading up to
June 2020, according to NielsenI(Q data.

The declines have put pressure on

Shopping fall: retailers anc? their vendors to fof?.l: tf_lls— ‘Increased
US checkout counts. While customers are visiting _
terminals stores more often, they are purchasing  PT1CCS IMCAI
'_.scannfcd 248bn fewer itemsPertrip, analysts say. smaller
items in the past Target, with nearly 2,000 US stores, )
12 months, announced price cuts on 5,000 items in basket sizes
down 3b_n from June, including groceries spch as milk, and more
the previous meat, bread, coffee and fruits and vege-
year — justin Sullivan tables. Christina Hennington, Targets CONSUINCIS
Getty Images . - 1 ’ -
cluef. growth officer, told analysts on an Seekmg to
earnings call last month that the com- o
pany was cutting prices to get shoppers eliminate
back in the stores and drive sales vol- ])I‘Odll cts

LLIIIES IJ'd.L'k up.

Kroger, the largest US supermarket

NielsenlQ

operator by revenue, last week said its
staff aimed to return to unit volume

sales growth.

Suppliers were offering more money

‘ Americans are buying fewer items

Unit sales (bn)

2020 2021 2022

care and general merchandise years end in June

Price sensitivity in the supermarket
Change in price vs change in unift sales (%) over the past year

20 T

2023

Data includes groceries, health and beauty care, baby care, household care, pet

2024

investing in this area of our business to
help drive unit volume,” John Rainey,

for in-store promotions and discounts
than in the past, chief executive Rodney
McMullen told analysts after the com-
pany reported weak same-store sales

"You cant
keep raising

AN growth of 0.5 per cent. l)l‘iCﬁ‘q and
Walmart has said it is offering so- )
200 called rollbacks on prices for about  NOt €Xpect
100 7,000 pr{?ducts_, 50 per cent more thana an il'l'l])ﬂ Ct‘
year ago in the grocery category.
; “We think that we're appropriately  Nick Feredav,

Rabobank

analvst

chief financial officer, said at an indus-

try conference this month.
A government price index for food

eaten at home was 1 per cent higher in

Change in sales

-20 | iy |
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‘Super categories’ with at least $5mn in saes; select outliers removed

Grocery consumers mostly blame prices
‘What are the main reasons you have purchased less?

(% of respondents)

0 20 40

Prices have increased
Waiting for a sale
Economic reasons

Personal reasons

Need less than before

Poll from Dec 2023

Sources: NIQ; McKinsey ConsumerWise Community Survey

higher prices.

May from a year before, less than a third
of the headline inflation rate of 3.3 per
cent. But in 2022, food prices were gal-
loping ahead at an average annual rate
of more than 10 per cent, while the news
was full of stories of “shrinkflation”:
smaller packages sold at the same or

The surge in food inflation early in
President Joe Biden’s term has been

attacked by rival Donald Trump in this

year’s election campaign. Last week,

60 80

Biden’s Council of Economic Advisers
published a blog post saying that while
prices were higher, consumer purchas-
ing power had also increased.

“Because wage growth has outpaced
grocery price growth, it takes slightly
less work to purchase a bag of groceries

relative to a year ago,” the council

said. Though some food purchases have

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Australia targets supermarket price gouging

NIC FILDES — SYDNEY

The Australian government is tighten-
ing regulation of supermarkets, with
the threat of potentially billions of dol
larsin fines if they squeeze farmers and
other suppliers on price.

The government said it would push
through legislation to enforce a manda-
tory code of conduct on large food retail-
ers, including Woolworths and Coles
Group, which control about 65 per cent
of the market. Breaches would result in
fines ranging from A$10mn
(US$6.6mn) to up to 10 per cent of a
year sturnover.

Michael Simolas, an analyst with
bank Jefferies, said the penalties for bad
behaviour could be as much as A$5bn
for Woolworths and A$4bn for Coles. I1e

expected the companies would remain

“front and centre of media and political
commentary’.

Jim Chalmers, Australia’s treasurer,
said: “We're cracking down on anti-
competitive behaviour in the supermar-
kets sector so people get fairer prices at
the checkout.”

The move comes as a cost of living cri-
sis and persistent inflation have put
many household budgets under strain.

It follows a review conducted by
former cabinet minister Craig Emerson,
with the retail sector finding itself in the
spotlight over alleged price gouging for
products, including fresh fruit and vege-
tables, over the past two years. Those
I__)I'lL't' i[ltft’klﬁtﬁ h'{i\"'t' nol btt’[l pil.'jjt'll oIl
to farmers and other suppliers.

The proposed legislation would apply
to companies with annual sales of more

than A$5bn, including Aldi and smaller

player Metcash. Companies including
Costco and Amazon could be covered by
the code in the future.

Allegations of price gouging and the
poor treatment of suppliers have led to
increased scrutiny of supermarkets,
with calls growing to break up the larg-
est companies. But the government has
stopped short of proposing a break-up.

Woolworths said it would support a
mandatory code of conduct. On ideas
such as a price register to improve trans-
parency over fresh fruit and vegetable
prices, it said it would study the propos-
als in detail. “While there is broad sup-
port for greater price transparency in
Lhe seclor, there isn’L yel consensus on
how to deliverit,” it said.

Colessaid in a statement: “We remain
committed to supporting a healthy and
sustainable grocery sector.”
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shifted to other venues, they do not fully
account for the decline in food sales at
stores. Spending at restaurants is at the
lowest level in seven months, and cus-
tomer visits have been declining for 13
consecutive months, according to the
National Restaurant Association.
'I'hough online grocers and discount
stores have made gains, they were out-
weighed by the volume declines at tradi-
tional food stores, McKinsey found. The

consultancy also concluded the boom in
weight-loss pharmaceuticals has had
limited impact on food retailers.

More than three-quarters of consum-
ers cited prices as the top reason they
were purchasing fewer grocery items,
according to a McKinsey survey pub-
lished earlier this year.

“You can’t keep raising prices . . . and
not expect an impact,” said Nick Fere-
day, afood analyst at Rabobank.

............................................................................

Novo Nordisk
invests $4bn
in weight loss
drug factory

OLIVER BARNES IN NEW YORK

Novo Nordisk is investing $4.1bn to
expand ils US manulacturing and
boost production of its blockbuster
weight loss drugs to meet surging
demand.

The Danish pharma company said yes-
terday that the investment would fund
anew 1.4mn sq ft manufacturing plant
on a site near Raleigh, North Carolina,

doubling its size. The extra capacity
would come online between 2027 and

2029.

The investment comes as Novo Nord-
isk competes with rival Eli Lilly for a
larger share of the market for a new
class of diabetes and weight loss drugs,
known as GLP-1s, which is already sel Lo
generate $42bn in sales this year and is
projected to reach as much as $130bn
by 2030.

Novo Nordisk’s Wegovy weight loss
drug and its Ozempic diabetes treat-
ment, as well as Eli Lilly’s rival Zep-
bound and Mounjaro medicines, have
been hit by shortages in recent months,
according to the US Food and Drug
Administration.

The companies have spent billions of
dollars to increase production of their
drugs, which are self administered with
an injection pen. Novo Nordisk earlier
this year agreed to pay $11bn for three
“fill and finish” sites owned by Catalent,
as part of a deal between the US con-
tract drug manufacturer and Novo Nor-
disk’s parent company Novo Holdings.

As part of the “filland finish” process,
drugs are formulated before being fil-
tered into syringes.

Including the latest investment, Novo
Nordisk has committed $6.8bn this
year to boost its own in-house produc-
tion capacity.

Last year, it announced plans to
spend $6.5bn on a new Danish manu-
facturing site to increase production of
semaglutide, the active ingredient used
in its weight loss drugs.
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Prudential to launch $2bn buyback

Larger-than-expected
return of capital boosts

disappointing’ share price

IANSMITH — LONDON
WILLIAM SANDLUND — HONG KONG

Prudential has announced a $2bn share
buyback, exceeding some analysts’
expectations and providing a boost to its
flagging share price.

Shares in the insurance group closed
up more than 7 per centin London yes-

terday, against a flat wider market, as
investors greeted the announcement on

............................................................................

Retail & consumer

THG signs
deals with
Sports Direct
owner krasers

LAURA ONITA AND OLIVER RALPH

UK-based ecommerce group THG has
agreed to sell its luxury goods websites
to Sports Direct owner Frasers as part
of a new tie-up as it seeks to streamline

its portfolio.

The companies said yesterday that Fra-
sers’ credit and loyalty scheme, Frasers
Plus, would be integrated into THG's
Ingenuity ecommerce platform and
made available to THG customers as
part of the agreement.

Frasers will also buy THG's luxury
goods websites such as Coggles, which
generate £43mn in annual sales, and
sell a range of THG protein products in
Sports Direct stores. The companies did
not give a value for the deals.

THG’s Ingenuity arm helps brands
such as Coca-Cola and Elemis sell
online. The company’s other major divi-
sions include beauty, through websites
such as Lookfantastic, and nutrition,
centring around its Myprotein brand.

The company, previously known as
The Hut Group, has had a difficult time
since it listed on the London stock mar-
ket at a £5.4bn valuation in 2020 with
its shares falling 91 per cent since then.

THG shares rose 1.5 per cent by the
close of trading yesterday.

Matthew Moulding, THG’s chief exec-
utive and co-founder, has blamed the
company’s woes on a broader wariness
from investors towards London-listed
companies as well as negalive coverage
from the media. Its luxury division is
largely made up of fashion brand Cog-
gles, which THG bought from adminis-
tration in 2013 for anominal sum.

Frasers chiel execulive Michael Mur-
ray said he had ambitions to integrate
Frasers Plus “across additional third-
party platforms” while Moulding said
he was delighted with the tie-up and
that Ingenuity would continue to power
Coggles.

Jetferies analyst Andrew Wade said
the arrangement was “a very sensible
value-adding partnership that opens up
clear revenue opportunities. . .and
tidies up the brand portfolio”.

Peel Hunt analysts said such tie-ups
would “move THG towards stable, sus-
tainable [free cash flow] generation, one
of the keys to unlock the share price”,

THG was due to hold its annual meet-
ing later yesterday.

See Lex

Sunday of the buyback, to be completed

by “no later thanmid-2026".

“Progress towards our financial objec-
tives will increase the potential for fur-
ther cash returns to shareholders,” said
chief executive Anil Wadhwani.

But the group would “continue to pri-
oritise investment in organic new busi-
ness at attractive returns’, he said, and
would pursue partnerships to accelerate
growth inits key markets.

The company's London-listed shares
have fallen more than 11 per cent this

year despite recovering mainland Chi-

nese customers purchasing insurance
policies in Hong Kong. Its chair
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[L.ondon snub
Tunnel group

set to list In
Amsterdam

The tunnels were used as offices
for the civil service during the
second world war and are
thought to be the inspiration for
‘Q Branch’ in the James Bond
books — Artit= imprezzion/The London Tunnele

described the stock price performance
as “frustrating and disappointing” at its
annual meeting in May.

This has fed growing anticipation over
whether Prudential would announce
extra shareholder returns in the short
term, and to what degree, against
deploying that capital to expand.

"Progress towards our
financial objectives will
increase the potential for
further cash returns’

A company that is planning to
transform former second world war
tunnels in London into a tourist
attraction is pursuing a listing in
Amsterdam, six months after
announcing a planned initial public
ollering in the UK.

The London Tunnels, which intends
to develop the Kingsway Exchange
Tunnels under Chancery Lane, said
yesterday it had applied for a listing on
Euronext Amslerdam, and expectled ils
shares to start trading on Thursday.
The group said it hoped to raise £30mn
from the IPO, giving it a market
capitalisation of about £130mn.

The update comes after chief
executive Angus Murray said in
January that the “unique” set of
tunnels was “owned by a British
company, built by the British
government, for the defence of Britain”
and as a result “should be listed in
London”.

Announcing the new plan to list in
Amsterdam, he said: “The London
‘lunnels can now take advantage of the
size and scale of both the equity capital
markets and debt capital markets of

The group said sales trendsin the sec-

ond quarter were similar to the first, but
that the sales surge after the reopening
of the Hong Kong-mainland China bor-
der had made for a strong historical
comparator in the first half of the previ-
ous year.

Growth in its core Asia markets, and
its smaller operations in Africa, have
become crucial to the group since a sig-
nificant restructuring saw Prudential
shed its European and US operations. It
retains a UK domicile and joint primary
listing in London and Hong Kong.

It was then hit hard by Covid-19
restrictions in its core market. Wad-

Europe.” The company did not further
outline why it chose to abandon a
London listing.

The Kingsway Exchange Tunnels
were built in the 1940s under Chancery
Lane Tube station and were originally
intended Lo provide bomb shelters [or
8,000 people during the second world
war.

They were used as offices for the civil
service during the war, and are thought

Tunnels were intended to
provide bomb shelters for

8.000 people during the
second world war

to be the inspiration for the “Q Branch”
in the James Bond books.

The tunnels were also used by the
Post Office in 1949, and in 1956 were
the termination point for the first
transatlantic telephone cable.

The group said it would require
between £20mn and £30mn in

investment over one to two years, and
would need a further £120mn in debt

hwani has also pointed to Africaasa
longer-term area of growth.

Analysts at Citi, who had forecast a
S1bn buyback, said it expected the
announcement to be “taken well” by
investors given the “very weak” senti-
ment on the stock. Jefferies analysts said
it was double what they had factored in,
but flagged that the buyback was to be
spread over two years.

Prudential said its dividend policy
remained unchanged, with this year’s
payout expected to grow by about 7to 9
per cent, but also provided further guid-
ance over how it would share surplus
capital in future, above a newly set ratio.

and equity to get the attraction up
and running.

London Tunnels posted a loss of
just under £270,000 for the year to
March 31 2023, according to its most
recent accounts filed with
Companies House.

That compares with a loss of
£91,702 recorded in the year to
December 31 2021.

The company is planning to
launch the tunnels as a “historical
and cultural attraction” in 2027.

Peter Curtin, the company's chair,
said the listing on the leading pan-
European market would give
investors the opportunity to acquire
shares in “what is likely to be the
last major historical and heritage
attraction that can be reopened in
central London”.

The City of London Corporation
approved London Tunnels’ plans
this month.

The London Borough of Camden
is scheduled to decide on the
application in “the near future”, the
company said.

Sally Hickey

Legal dispute

Motorola sues
Home Office
over unpaid
emergency
network bill

YASEMIN CRAGGS MERSINOGLU AND
ALISTAIR GRAY — LONDON

Motorola Solutions is suing the UK
government as part of a dispute over a

programme to modernise communica-
tions for the country’s emergency serv-

ices that has cost billions of pounds but
is yet to be rolled out.

An arm of Motorola, Airwave Solutions,
[iled a lawsuil in the High Courl in
London last month seeking £14.5mn,

which covers outstanding invoices and
interest.

The revamp of the communications
system Is designed to allow ambulance
workers, firefighters and police officers

to access and share images, information
and other data when responding to
emergencies.

work started on the new service,
called the Emergency Services Net-
work, in 2015. Tt was originally sched-
uled to replace the existing Airwave
service, whichwas due to end in 2019.

Motorola has accused the Home
Office of being in “breach of contract”
over money it is owedrelating to the Air-
wave service. It is seeking £13.5mn from
the government plus interest, which at
the end of May stood at almost £1mn.

In a statement, Motorola said the
“contract is clear that the core charge

for this service increases with inflation,

“The core charge for this
service increases with
inflation, and Airwave has
billed . . . accordingly’

and Airwave has billed the Home Office
accordingly”.

The Home Office declined to com-
ment.

The lawsuit from Motorola is the lat-
est salvo in the long-running dispute
over the planned upgrade.

In 2022, theCompetition and Markets
Authority provisionally concluded that
Motorola had acted as a monopoly in its
role as a service provider, making about
£160mn a year in excess profits from
the lucrative contract.

The CMA proposed restricting the
amount Motorola was allowed to charge
for the radio network, forecasting that it
stood to gain £1.1bn in excess profit
between 2020 and 2026.

Motorola said at the time it rejected
the “unfounded and incorrect calcula-
Lion” ol excess prolils. However, il
agreed to end its involvement in ESN in
2022, and the following year the CMA
imposed a cap on how much Motorola
could charge the emergency services to
use Lhe Airwave network.

The US company aims to appeal
against the CMA’s ruling at the England
& Wales Courtof Appeal in London.

Last year, the public accounts com-
mittee warned that the Home Office
appeared “complacent” in its confi-
dence that it could reduce the risks to
ESN and found “significant” costs were
being created for emergency services
owing to continued delays.

According to a report last year from
the National Audit Office, the Home
Office acknowledged the cost of the
delays in introducing the new system.
T'he department forecast that by March
2023 itwould have spent £2bn develop-
ing ESN and a further £2.9bn maintain-
ing Airwave, the report said.

Investors’

Chronicle

Register now for free

Get access to three* online articles a month by registering to

Investors’ Chronicle.

Our comprehensive news and analysis of the UK stock market will
give you the ideas and guidance you need to manage and protfect

your portfolio.

Join us now:

investorschronicle.co.uk/signup

Imul:i!‘-.

bt gl e gy, Sl g g
s - L T

*Excluding Alpha, Opinion and Ideas arficles

A service from the Financial Times



Tuesday 25 June 2024

* FINANCIAL TIMES

1

COMPANIES & MARKETS

----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Exchange chief argues both

far-right party and left alliance

would struggle to achieve plans

NIKOU ASGARI — LONDON
IAN JOHNSTON — PARIS

The French chief executive of Europe’s
biggest stock exchange group has
appealed for business leaders to stay
“calm” ahead ol the country’s looming
snap elections, saying that neither the
far-right partyor a new leftwing alliance
would be able to enact their policy
pledges.

Stéphane Boujnah, head of Paris-
based Euronext, told the Financial
Times that the plans of both Marine Le
Pen’s far-right Rassemblement National
(RN) party — which polls suggest will
win the first round vote next week —
and the leftwing Nouveau Front Popu-
laire (NFP) were “a concern for the
future of the French economy”.

But he added: “I suggest that everyone
keep calm and wait until July 7 or July 8
to analyse the results.”

Boujnah noted: “I can hardly imagine
that, in the event one of these two forces
get into the office that they will be able
to implement everything they promise
because of the combination of rating
agencies, unions’, pressure from the EU
and the president’s power, which would
“mitigate the impact of any outlier or
[inexperienced] party” doing what they
want.

His comments come as investors fret
over the potential impact of the RN or
the NFP if they were to come to power
since both promise a break with

Equities. Political fears

Business must calm down about

President Emmanuel Macron’s pro-
business policies.

France’s Cac 40 benchmark equities
index has fallen about 5 per cent while
the gap between French and German
benchmark borrowing costs — a market
barometer for French political risks —
has soared since Macron’s announce-
ment earlier this month.

French executives are privately seek-
ing to court the RN, which is yet to issue
a [ormal economic programme but has
said it wants to cut value added tax on
energy and potentially lower the retire-
ment age.

Both moves would add to France’s
already heavy public debt.

Meanwhile the leftist NFP, currently
second in the polls, has put forward a
radical tax-and-spend agenda, which
includes raising wealth and inheritance
taxes and increasing income tax for top
earners.

The NFP is a group that includes the
far-left party known as La France Insou-

mise (LFI), centre-left Socialists, Greens
and Communists.

Boujnah, who has led Furonext since
2015 and previously worked as a banker
at Santander and Deutsche Bank, said
the key question for both the NFP and
the RN “is how long will it take for them
to water down explicitly their ambi-
tion".

It was one thing “to propose things
that sound [and] smell extreme to be
voled; another one . . . lorun acountry
and be confronted with complexity”, he
said.

“The risk of a Liz Truss ‘mini’ Budget
forex crisis does not exist because of the
euro,” Boujnah added, referring to the
gilt market chaos triggered by the
former UK Prime Ministerin 2022.

France’s finance minister last week
warned the country could face a similar
crisis if the RN won the election.

The European Central Bank’s chief
economist last week dismissed the idea
that intervention would be required in

French stocks rattled by

prospect of far-right
government
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Alnylam’s shares jump after positive trial
results for heart disease drug Vutrisiran

OLIVER BARNES — NEW YORK

Shares in Alnylam Pharmaceuticals
jumped after the company said a drug
to treat arare form of heart disease met
its goals in a late-stage trial, opening up
the possibility of billions of dollars in
additional sales for one of the most
valuable US biotechs.

The company said its quarterly Vutri-
siran injection cut the risk of mortality
and adverse cardiovascular events by at
least 28 per cent in a phase-threetrial.

It also improved capacity for physical
exertion among patients with a rare pro-
tein disorder that affects heart function.

The disease, called transthyretin-
mediated amyloidosis cardiomyopathy,
or ATTR-CM, affects around 100,000
patients in the US and up to 500,000 glo-
bally, most of whom are men aged 60
and over. However, many of the cases go
undiagnosed.

Vutrisiran is already approved to
treat a more rare but related condition
under the brand name, Amvullra.

But Alnylam now expects that the US
Food and Drug Administration could
greenlight a wider rollout of the drug
early next year.

The approval would be a huge boon
for Alnylam, which specialises in a
treatment method called RNA interfer-
ence, or RNAi, that works by silencing
genetic mutations affecting patients
with rare diseases.

Shares in Alnylam, which has long
been considered a takeover target for
big pharmaceutical groups, were up
28 per cent in early trading on Wall
Street yesterday, giving the biotech a
market value of more than $26bn.

Vutrisiran boosted the health out-
comes of trial participants already using
Tafamidis, a rival drug sold by Pfizer

Alnylam boss Yvonne Greenstreet:
‘multibillion-dollar opportunity’

under the brand Vyndamax, which is
currently the most common treatment
option for ATTR-CM patients.

Analysts have said Vutrisiran’s effi-
cacy among this subgroup of patients
would be key to justifying its use as a
first-line therapy.

“There really is the potential that
Vutrisiran will become the new stand-
ard of care for [ATTR-CM patients],”
said Yvonne Greenstreet, Alnylam’s
chief executive. “We havein our hands a
multibillion-dollar opportunity and
what this will do to us is accelerate our
transition to becoming a leading biotech
company.’

Greenstreet compared the positive
trial data to having “finally reached the
top of mountain” after the stock
dropped 8 per cent in a single day earlier
this year when investors responded neg-
atively to the biotech’s decision to
change the way in which it was assessing
its closely watched late-stage trial.

“I think this is the moment that will
stand oul as an inflection point in the
company's history and really allowus to
take the power of RNAiand pointit to so
many more unmet medical needs,”
added Greenstreet.

Facing right:
French business

the sell-off.

French election, says Euronext

France'’s government debt market after
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Mubadala
injects $250mn
Into Getir as
shareholders
agree break-up

IVAN LEVINGSTON — LONDON

Food delivery start-up Getir has agreed
arestructuring that will see Abu Dhabi’s
wealth fund Mubadala Investment
Company lead a $250mn funding
injection and acquire majority control
of its Turkish grocery operations.

Shareholders in the Istanbul-based
group approved a break-up on Sunday
that will leave it with a food delivery
business in Turkey, controlled by exist-
ing investor Mubadala, and a separate
standalone business comprising its
olher assels.

Founded in 2015, Getir was a pioneer
among a group of start-ups that raised
billions of dollars during the Covid-19
pandemic to deliver groceries and other
essentials to customers within minutes.

However, rising interest rates in the
subsequent years and falling technology
stock prices damped investor appetite
to fll_lld thf_'i_r lleﬂw ]DSSE‘E-

Getir was valued at nearly $12bn in
2022 but aslowdown in venture capital
markets forced it to cut back and it was
valued at less than a quarter of that sum
when it raised $500mn last year.

Most of the company’s rapid grocery
rivals have been sold or shut down as
consumer demand shifted after lock-

downs eased.
Meanwhile, online food delivery

groups in Europe and the US have

executives are
privately
seeking to court
Marine Le Pen’s
Rassemblement
National party

Sarah Meyssornicr/Reuters

"The key
question is

Boujnah, whose group runs trading
and listing venues in cities including
Paris, Amsterdam and Lisbon, said
either outcome would be “definitely less
good than with the incumbent Macron,
because Macron is definitely one of the
most pro-Europe, pro-business presi-
dents that France ever had and I believe
that it will be different”.

He added: “There are two unknowns:
how much time it would take both of
them to work down their programmes
when they face reality and, second,
whether they mean what they say.”

At a press conference in Paris on Fri-
day, the NFP outlined plans to increase
spending by €25bn this year and then
take the total to €150bn by 2027, which
is the end of Macron’s term.

The spending will go to boost spend-
ing power for households, fight climate
change and invest in public services.

“Our spending will be covered by our
revenue,” said LFI's Eric Coquerel, refer-
ring to planned tax increases. He
pledged they would not raise France’s
budget deficit.

The RN has not costed its policies but
party chief Jordan Bardella, its potential
prime minister, said on Thursday that

“This capital injection
reflects our confidence
in the future of Getir’s
core business in Turkey’

l]O\V lOl]g immediate measures to lower VAT on

11 ; fuel and electricity from 20 per cent to
A%

illit take 5.5 per cent would cost €12bn.
for them to Proposals by both parties to repeal Our global

. Macron’s pension reform and reduce team gives you
’Watﬁ.l .dOW'Il the age of retirement from 64 to 62 for markat-moving
f.‘XpllClt]Y most citizens would cost €13bn based news and views,
their on expected savings from Macron’s 24 hours a day
L, reform. ft.com/markets

ambition See Markets Insight

recorded more than $20bn in combined
operating losses since going public and
are battling for market share.

Getir’s Turkish delivery business will
be led by its longtime manager, Batuhan
Gultakan.

The company’s founder, Nazim Salur,
will remain involved as a minority
investor and board member, according
toa statement yesterday.

Salur and Getir’s co-founders will
hold the controlling stake in the stand-
alone group, comprising businesses out-
side the Turkish grocery operations,
including in ecommerce and taxi hail-
ing, as well as the FreshDirect grocery
service in New York.

Getir previously had operationsin the
US and Europe including in the UK, Ger-
many and the Netherlands. It scaled
back those businesses this year to focus
on its core delivery operations in the
Turkish market.

The company has also in the past
received significant backing from ven-
ture capital group G Squared and promi-
nent investor Michael Moritz, who was
previously at the Silicon Valley investor,
Sequoia Capital, for almost 40 years.

“This capital injection reflects our
strong confidence in the promising
future of the company’s core businessin
Turkey,” Hani Barhoush, a Getir board
member and chief executive of
Mubadala's diversified investments

platform, said in a statement.

................................................................................................................................................................................................................................................
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Ghana strikes deal with bondholders
to end nearly two years of debt default

JOSEPH COTTERILL — LONDON

Ghana has agreed a deal that will wipe
nearly 40 per cent off the value of
$13bn in international bonds, putting
the west African nation on a path to
end almost two years in default on its

debt.

Bondholders including Abrdn, Neu-
berger Berman, Greylock Capital Man-
agement and Amundi will give up
$4.7bn of their original claim, Ghana’s
government and a committee repre-
senting the foreign creditors said in
statements yesterday.

The deal is the latest sovereign debt
restructuring launched under a G20-ap-
proved “common framework” to limp
to the finishing line after the processwas
beset by delays.

Bondholders also finally voted to
approve a restructuring by Zambia last
month under the framework, almost
four years after the southern African
nation defaulted.

Ghana's deal “entails important con-
cessions from bondholders while pro-
viding the required debt relief to the
government”, the government said.

It is expected to comply with IMF-set

debt targets, it added. Ghana has also
been in talks with official lenders who

are expected to assess whether the
terms offered to private bondholders

match the scale of relief they are negoti-
ating.

Most of the bonds will lose 37 per cent
of their face value as they are restruc-
tured into debts with longer maturities
that pay interest of 5 per cent over the

The debt clauses ‘are
part of the package of
measures to normalise
relations with investors’

next four years. Up to $1.6bn of the new
bonds will not be subject to a reduction
in face value but will carry lower inter-
estrates of 1.5 per cent.

The international bondholder com-
mittee owns about 40 per cent of the
debt while a regional bondholder com-
millee owns another 15 per cenl.

The agreement, which the govern-
ment said could be consummated
within weeks, sets Ghana on a course to

leave default by the time of elections in

December in which President Nana
Akufo-Addo is stepping down.

Ghana fell behind on paying external
debts of nearly $30bn at the end of 2022
after double-digit inflation and turmeoil
in the country’s key exports of gold,

cocoa and oil ravaged the economy.
It received a $3bn IMF bailout that

required debt relief talks with creditors,
which the Ghanaian government opted
to conduct via the then-new G20 proc-
ess. But the common framework has
largely failed to streamline sovereign
debt restructuring negotiations.

Ghana’s talks also hit a hurdle in April
when the IMF judged an initial deal
would fail to meet debt targets.

In a reflection of how recent restruc-
turings have had to navigate tensions
between creditors, the Ghana deal also
includes a so-called most favoured cred-
itor clause that will prevent the govern-
ment giving other lenders better terms
than the bondholders.

The international bondholder com-
millee said the debt dauses “are partol
the package of measures to normalise
relations with bondholder investors and
to progress towards restoring Ghana’s
international market access”.
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Investors face real
risks after rise of
Europe’s far right

Silvia Merler

Markets Insight

s the success of far-right politics
threatening the European economy
and its appeal to international
investors? That is the question
inveslors seem Lo be asking in the
wake of a landslide European election
victory for Marine Le Pen’s far-right
Rassemblement National.

French President Emmanuel Macron
then made a surprise call for asnap elec-
tion, followed by shock news of an alli-
ance between partiesof the French lett.

The Cac 40 index plunged to its worst
week in two years after the election was
called, erasing much of the equities
gains for 2024, and bond yields jumped.

The spread between French and Ger-
man bond yields has widened to levels
not seen in the past seven years. Mean-
while, the French finance minister
warned that France was headed for a
financial crisis.

It would be extreme Lo conclude that
France is on the cusp of an economic dis-
aster and wrong to assume severe ripple
effects across the continent. Yet there
are risks at both a national and EU level
that could have longer-term conse-
quencesfor companies and markets.

France has experienced a knee-jerk
reaction. In the immediate aftermath of
the surprise political decision, investors
switched to risk-off mode while they
digested the ramifications.

If the election shows a strong per-
formance for the left, we will probably
see more selling of French assets. The
far-right and far-left platforms both call
for undoing Macron’s reforms and con-
tain populist promises that are hard to
reconcile with LU fiscal rules.

A strong left would also signal an
especially concerning anti-husiness and
anti-growth Eurosceptic shift. This is
where the real risks lie for France.

Since the results of the European
elections, many have drawn parallels
between France and Italy under Prime

Minister Giorgia Meloni, arguing that
herright-wing partly has not been overly

negative for business and the economy.
Yet this isn’t the most apt comparison.

The situation is more analogous to
Italy in 2018 when elections delivered
an unlikely coalition of two populist

parties. The 2018 Italian government
was held together by mutual dislike ot

Brussels and it collapsed after barely
oneyear.

But it lived long enough to open a spat
with the European Commission on the

'inancial markets are

effective at being judge,
jury and executioner of
reckless spending plans

national budget, which led to a rise in

the spread on Italian government debt.
Financial markets are effective at

being the judge, jury and executioner of
governments with reckless spending

plans and can apply thebrakes.
The UK under Prime Minister Liz

Truss was another great example and
market moves over the past week sug-

gest investors may be starting to price
therisk of a similar scenario in France.
At the EU level, the risk of a Euroscep-

tic France is compounded by that of a
weak Germany. Chancellor Olaf Scholz’s
dismal electoral result will weaken his
government for the rest of its term, at
home and on the European stage.

The powerful “Franco-German
engine’ of integration could therefore
lose steam, leaving space for the right to

set the agenda. While the right has aban-
doned calls for exiting the bloc after
Brexit, its idea of Europe is different.

Europe-wide polling indicates that
climate policies are nol priorities [or
rightwing voters, who favour more
focus on defence.

An emboldened European right could
seize the opportunity of the revision
clauses in the Green Deal to delay or
water down some provisions. Aside
from being obviously bad for the planet,
this could make Europe less attractive
as a destination for green investments.

From an investor perspective, the key
fights to watch in the short term will be
those on the next EU budget, including
the rollover of the “Next Generation”
EU spending plan and on the EU’s own
resources. Given this uncertainty, global
investors may be less inclined to take on
European risk.

In a recent speech, Macron warned
that Europe is mortal and its survival
depends on our choices. His choice so
far has put France under pressure.

I do not think the rise of populism
necessarily represents a lethal eco-
nomic threat either to the EU or to
France, though history suggests that it
does promise volatility and could dis-
courage investment.

The risk for Europe is more subtle.
The European elections have revived he
narrative of a fractured Europe where
socio-economic views seem to be
shifting against the EU’s stated policy
priorities.

Itisthe choices that Europe will make
to reconcile this deeper fracture and
address the root cause of the far-right’s
success that will really shape its future.

Silvia Merler is head of policy research at
Algebris Investments

LIVE

In partnership with

DEVELOPMENT BANF
w OF LATIN AMERICA
AMND THE CARIEBEAN

INFRASTRUCTURE
INVESTMENT IN
LATIN AMERICA

e et A'e

ALSET
MAMNAGEMENT
.:_ .:;- |r [ #]

s

T~
\ j S

& ,)‘\ .

v ‘ Ny
e ¢ [N

* -

'Eiq'LrtlntﬂWﬂiW“ np

y ——— e ""lm{

| S
_

Y 0

The day in the markets

What you need to know

e Nvidia’s slide erases about $500bn
in its market capitalisation

e Chipmaker’s shares decline 15%
since last Thursday

e Retreat has ended brief stint

as world’s most valuable company

Shares in Nvidia slumped more than 5 per
cent yesterday, extending a slide that
began after the chipmaker briefly became
the world’s most valuable company and
has wiped around half a trillion dollars
from its market value.

Nvidia, whose gains alone are
responsible for roughly one-third of the
increase in the S&P 500 in 2024, fell
59 per cent in late-maorning frade in New
York to $118.89 down 151 per cent from
its intraday high of $140.76 struck last
Thursday.

Nvidia’s market value yesterday fell fo
$2.96tn, down by about $500bn from

Nvidia shares tumble after record-breaking rally ]

S

140

120

80

60

Wmmnmmmmmﬁo

Jan Feb Mar Apr May Jun
Thursday’s peak. 2024
Earlier last week, the company had Source LSEG

leapfrogged Microsoft and Apple to
become the most valuable publicly listed
company in the world, though it has since
fallen back to third place.

Concerns about Nvidia's grip on the
broader index — it has climbed 140 per
cent so far in 2024 — have intensified in
recent weeks with some analysts warning
that a large enough sell-off for the group
could spark a broader market slump.

“If Nvidia corrects pretty hard in the
coming months, it becomes very difficult

for the [S&P 500] to keep rising,” said

Barry Bannister, chief equity strategist at
Stifel.

Yesterday’s slide followed disclosures
on Friday that the chipmaker’s chief

executive and co-founder, Jensen Huang,
sold almost $95mn worth of shares in the
days shortly before and after it became
the world’s most valuable company.

The trades were part of a previously
scheduled “rule 10b5-1" sale plan, which
was set up in March, filings show. Nvidia
declined to comment on the sales.

The stock’s rapid ascent has prompted
some sceptical observers to draw
comparisons with Cisco, the networking
equipment maker that briefly became the
world’s most valuable company at the
peak of the dotcom boom in March 2000.

Cisco lost about 80 per cent of its value

in the following year as the bubble burst
and tfelecoms groups slashed spending.

The reversal for Nvidia has weighed on
the broader chipmaking sector with the

PHLX Semiconductor Index down 6 per
cent since Thursday. The tech-dominated

Nasdaq Composite was 0.3 per cent lower
in midday trading in New York yesterday.

The broader stock market shrugged off
Nvidia’s decline with the blue-chip S&P

500 gaining 0.3 per cent and the small-

cap Russell 2000 index, which has
massively underperformed large-cap

indices in recent months, up 0.8 per cent.
George Steer and Tim Bradshaw

Markets update
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US Eurozone Japan UK China Brazil
Stocks S&P 500 Eurofirst 300 Nikkei 225 FTSE100 Shanghai Comp Bovespa
Level 5483.17 2059.66 38804.65 828155 2963.10 122625.50
% change on day 0.34 0.74 0.54 0.53 117 1.06
Currency $ index (DXY) $ per € Yen per $ Sperf Rmb per $ Real per $
Level 105.555 1.073 159.720 1.269 7.262 5.392
% change on day -0.228 0.468 0.085 0.475 0.007 -0.965
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond
Yield L2266 2.418 0.0856 4185 2275 1.542
Basis point change on day -0.340 1.100 1380 -0.200 -1.000 -23.600
World index, Commods FTSE All-World Oil - Brent Qil - WTI Gold Silver Metals (LMEX)
Level 52930 8594 81.53 2335.05 30.44 417190
% change on day 0.42 0.82 0.99 -0.70 0.68 -1.35

Yesterday's dose apart from: Currencies = 16:00 GMT; S&P, Bovespa, All World, Oil = 17:00 GMT; Gold, Silver = London pm fix. Bond data supplied by Tullett Prebon.
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Biggest movers
% US Eurozone UK
Schlumberger 352 Solvay 536 Prudential 732
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All data provided by Momningstar unless otherwise noted.
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Eurofins shares retreat 23% after short
seller Muddy Waters discloses position

MARI NOVIK AND DANMCCRUM
LONDON

Shares in French diagnostic and testing
group Eurofins tumbled as much as
23 per cent yesterday after hedge fund
Muddy Waters revealed a bet against
the company, alleging that it was

“optimised for malfeasance”.

The New York-based short seller
warned in a report that Eurofins’
accounts “could contain material over-
statements of profits, cash balances, and
other asset values”.

Luxembourg-based Eurofins, which
is listed on the Paris stock market, is a
testing specialist that Gilles Martin, its
chair and largest shareholder, has built
through hundreds of laboratory and
corporate acquisitions since its incep-
tion in 1987.

The company declined tocomment.

Shares of the group have dropped 28.5
per cent this year. They were trading at
€44.22 in Paris by the close yesterday —
down 16.1 per cent on the session —
giving ila markel value ol aboul €8bn.

Eurofins has become a large food,
pharmaceutical and environmental
testing conglomerate after expanding
into medical diagnostics nine years ago.

It completed 40 acquisitions for
€158mn last year after conducting 59
purchases the previous year. Eurofins
reported revenues of €6.5bn and net
proflitol €308 mn [or 2023.

Muddy Waters’ report alleged that it

A report alleged it was a
company of oddities and
contradictions and its
accounting prone to errors

was a company “of oddities and contra-
dictions”, claiming its accounting
seemed prone to errors and much of its
internal financial reporting seemed
prone to manipulation.

Eurofins had also started to make
smaller acquisitions that did not meet
the threshold for disclosure, according
Lo Lhe reporlL.

However, the New York hedge fund
stopped short of disclosing evidence of
wrongdoing.

For two decades following its 1997 ini-
tial public offering, Eurofins was one of
the best-performing stocks in Europe.

In recent years, the company has
attracted the attention of short sellers
because of questions aboul its govern-
ance,accounting and structure.

In October 2019, London hedge fund
Shadowtfall published a report on the
company titled “Too much cash or too
much confusion?!?” that critiqued the
group’s reporting and predicted a
liquidity crisis.

At the time, Eurofins said the report
contained “inaccurate, incomplete,
irrelevant or misleading declarations”
and subsequently raised €568mn from
shareholders in 2020 as the pandemic
boosted its medical testing arm.

Buoyed by the Covid-19 pandemic,
Eurofins’ share price reached a Septem-
ber 2021 high of more than €125 per
share.

Additional reporting by Ian Johnston



Tuesday 25 June 2024 FINANCIAL TIMES 13

MARKET DATA

WORLD MARKETS AT A GLANCE

Change during previous day’s trading (%)
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FTSE All-Share Utiities (8) 858051 045 750061 861915 864454 883986 552 203 891 22955 1413774 | FISEWoid 258 96892 04 08 102 28488 114 19 Industrals M6 6173 05 25 59 100483 70 17 [ DiageoPLl &7 - Sansbury M)PLC 2020 -220
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Figures in£m. Earrings shown basic Figures in light fext are for corresponding period year earfier.
For more nformation on dividend payments visit yang ft com/marketsdala
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Algebris Investments (IRL) Candriam Investors Greup (LUX) Dragon Capital SEANBENNTRCE U = 00 AW W
Regulated _ ECA Recognised www dragoncapital.com Muli Assetivcome Fund WANC-G8P £ 085 - 000 590 630 -321 gy Gibel utybcame Y @PDist £ 21.64 - 0.05 1.84 1587 1127
Algebris Core Italy IEUR ~ €156.64 081 000 38 07 / BLUE WH ALE Candriam Abe Rt Egt Mt NetralC.Cap €21360 - -033 0.00 466 241 mﬂmﬂmnfﬂﬂwﬁ' Mok At Ml Somgi Fnd WACLSBP £ 174 - 001 126 898 088 giooeccutol imoatos YGPAce £ 3346 - 014 0.00 3474 12.20
MEE&B“&HFE‘JH £146.99 0 000 309 020 \/"’ Cﬂ'ﬂ_ﬂ'ﬁﬁdﬁ&lmﬁﬂ'ﬁﬂldcﬂp €131318 - -2.?9 860 106 Vietnam Equity (LOITS) Fund AUSD § 3274 - 016 €00 2126 208 WDMMMW-HIWE 194 001 1731049 380 Guimess Sustainable Gobel fouty Y60 Ace £ 1277 - 005 000 1345 535
Algebris Fnancial Credit | EUR €200.36 002 000 1446 1.2 \ GROWTH FUND Candriam Bonds Glb Hi Vield -C-Cap €26494 - 053 836 25 Multi Asset Open DefenW-ACC-GBP £  1.41 001 236 580 -0.26
Algebris Financial Credit R EUR € 170.88 002 0001390 065 e Candsiam Bonds bl Il h Dtion+-Cap €15628 - 033 000 288 082 Multi Asset Open Growth Fund WACC 68 £ 1.82 000 196 995 32
Algebris Financial Credit Ad EUR € 95.36 001 6.04 1408 071 Candriam Bonds Total Retwm - C - Cap €137.26 0.07 397 024 Mot Asset Open Strategic Fnd WACC-6P £ 1.62 001 221 767 1.3
Algebris Fnancial Equity B EUR €224.01 025 0007175 17.9 Candriam Dversified Futwes--Cap * €107 - 2846 000 -1.02 624 Open World Fund W-ACC-GBP £ 264 - 001 094 1377 649
Algebris Financial Equity R EUR € 18552 020 0.00 045 16.72 Candriam Eqts L Australia CapA$2023%5 - 091 000 6.16 580 Strategic Eond Fund W-ACC-GBP £ 1.27 001 327 7.29 -3.09
Algebris Financial Income | EUR €221.53 018 - 21.07 8Q7 Candriam Eqts L EmergingMkts Cap €98644 - 154 000 '336 -55 ..“‘ UK Opportunities Fund W-ACCGBP 25700 - 180 126 480 49
Algebris Financial Income R EUR € 198.62 6 - 2000 7.1 Candriam Eyuities | Bictecth-C-Cap $837.77 889 000 498 1@ ) ‘.." _ UK Smaller Companies N-ACC-68P £ 4.17 003 2011661 4N pppa o
Algebris Financial Income Rd EUR € 113.07 008 - 1899 7.1) Candriam Equities L Europe Innov-R-Cap €272.48 -2'4 000 174 198 3.“. : Index Sterfing (orporate Bond fund P-ACCGEP £ 0.89 001 4137026 431  Anglo Intl House. Bank Hill, Douglas. Isle of Man. IM1 4LN 01638 563490
Algebis Global Crecit Oppotunities | EUR € 143 89 010 000 11.47 307 Candriam hdex Arbitage-C - Cap €148389 - -0.03 000 440 166 Index UK Gilt Fund P-ACC-GBP £ 0.75 000 350 629 -785 Imternational Insurances
Algebis Globel Crerit Opporunities ALUR € 129.67 010 000 117 26) Blue Whale Investment Funds ICAY (IRE)  Candriam Lung Short Credit - Cap €11258 - 002 000 555 2.12 edentree Sustainable Asia Cquity ferd W-ACCGOP £ 1.07 002 101 100 -479 HolidayPropertyBondSer1 £ 1250 - 000 000 161 150
e ot Crit Cppurrities RAEUR € 115,14 009 461 1135 263 ww.ﬂmwrai&m.ukidu@bﬂae&mlemm Candriam Risk Arbitrage - C-Cap €258350 - 111 000 512 0.13 investment management Sutidie Wi Al ot i WAL £ 108 - 000 174 1175 125 HolidayPropenyBondSerz £ 364 - 000 000 - 118
Algebris 16 Financial Credit | EUR € 108.73 004 000 11.45 0.73 mmh L'::ﬁ':"'“‘ﬁ = 3970 oo Landiom SutBondEnen MdsiIST $78929 - 095 848 549 3% St Ml Comente Fnd WACE® £ 0.96 000 216 859 -1.22
Algetris 16 Financial Credit R EUR € 106.24 004 0.0010.90 -1.23 Candriam Sust Bond Euro CorpRCap €10371 - 001 000 7.28 -1.%5 Sustainabie Mt Accet Growth hd WACL-G8P £ 1.09 000 172 1351 268
Algebris Sust World B €£13152 02 - 047 - Candriam Sus: Bond GlobabighYield4Cap €116587 - 220 000 652 0465
Algebris Sust World R E12871 02 - 1891 Candriam Sust Eq Cirl con-R-Cap $14597 - 040 000 608 -0.8
Candriam Sust Eq Climt Action-1-Cap $167203 - 873 000 0.56 -201
Candriom Sust Eg Emerging Mits C Cap €126.66 024 000 807 8.44
Candriam Sust Eq EMU-C-Cap €184.34 151 000 7.19 43 Eﬁ%ﬂugﬂm “333“ Ememltd (UK) H P u:i.t:'m:t (UK)
Cangiam St up SO Capsap €297208 - -1508 000 -1.01 43 Mhm F dl mlmu “?5.93 S ——
B M Candriam Sust Eg Werld -C-Cap € 36.98 007 000 '837 B5  Eden’ree Ewopean Equity ClsAlne 35830 - 060 7221373 684 ln a
NYUM GF US HighYieldCom Bond-RCap $15305 - 029 000 892 220  Eden'ree Ewropean EquityClsBinc 36260 - 060 269 1436 7.44 P k
Edenlree Globa Equity ClsAlnc 37240 - 110 (94 953 248
BROOKS MACDONALD Edenlree Global Equity ClsBinc 37820 - 110 142 10.13 3.03
AEF Ltd Usd $541.01 1382 000 221 133 Edentvoe Giobel Impact Bend B 8767 - 008 301 6.47
AEF Lad Ewr GRS - 0D 0400 155 15 Edertree GreenFuture BNetine 1280 - 0.30 102 1235
Edenlree Green Infastnetwe CkBle £ 083 - 001 €44 585
EdenTree Managed Income ClsAlne 1310 - 0.20 447 7.89 151
Candriam Investors Group EdenTree Managed Income ClsBlne 13210 - 020 459 B.31 2.00
Siltor Siponaiionet oy Edenee Mdti-Asot Balreed CkBAce € 098 - 0.00 195 8.3 - S—
Brooks Macdonald International Fund Managers Limited JER) Cm#mﬂ:hEm_ShTum!l_apEmﬂ.lﬂ 0.08 39 0B e MuliAset Catious CsBAe £ 098 - 0.00 209 7.30 |NVESTORS
Third Floor, No 1 Grenvillz Street, St Helier, Jersey, JEZ 4UF Candriam Bands Credit (pportunities €20803 - 0.4 000 436 077 _ Findlay Park Funds Plc (IRL)
+44 (0) 1534 700 104 (In1) +44 (0) 80 735 8020 (UK) ) ) ) EdenTies Mult-Asst Gowth CisBAcc £ 101 -  0.00 979 30 Herben Street, Cublin 2, lreland Tel: 020 7968 4300
@ Brooks Macdonald International Investment Funds Limited cmmamnmsammm $Hm® - 4 705 1.1 Edenliee Responsiblzand Sust SDBGB 9561 - 008 296 7.43 025 M
Euro High Income €123%0 - 0mM17 250 515 -4.11 Eﬁtﬂﬂhﬂﬂlﬁmﬁlﬂm €21563 - -09% 000 ;L'I 081 Edenlree SteriraBondCisAlne 8719 - 0.05 10.60 256 Amen.mHJthﬂ'adged Class €20100 - -D.IEFEI 006 24.22 1059
ARTEMIS High Income £0S583 - (00002 377 10.74 -363  CandomEqiesL GobeiDeng #(2p €320 - EUB 0002154 878 oo eeSteriogBndCisBle 9932 - 007 4421128 196 AmercanfundUSDClass — $215%0 - 036 0062210 701
The Paorrr Huntes Sterling Bond £12046 - 00004 2061028 359 (Candriom Eqvties . Onco impt--ap S 206 000 566 08 o\ 0 UKEquityCisAlhe 2220 - 010 150 098 428 AmericanFund GBPHedged £10475 D18 0062138 574
mmwmmﬂﬁwmw Caniom Equitics L Robth hevoch | Cop $ 481062 039 000877 1T oo KEuityClsElne 2890 - 010 203 153 375 AmedconFund GBPUnhodgod £170.11 015 0.06 23.26 10.06
VN PO N ELINR. = RIRCON TR0 Edenree UK Eqity Opps ClsAlc 30110 - 030 148 10.11 -331 Janus Henderson lnvestors
Cautous Balanced Strategy A £0.9331 1000 168 773 - : PO Box 9023, Chelmsford, CM39 2WB Enquiries: 0800 832 832
kool S VORI .. RIS A - Edenlree UK Equity Opps ClsBlic  307.90 -  0.30 198 10.75 -2.78 m_,mem
Balanced Stratagy A £08980 - 00020 1401003 - Janus enderson Absloe et FondA A 16280 - 000 164 759 292
Lrowth Strategy WA ] UGS UDU 106 192 oo Heen koo P Gt Gt FdA A 122000 - 200 020 8.16 -5.27
. Growth Strategy A £1038 - 0003 - 1211 - skl liidemebifethe 8208 - 050 5161271 1.07
éﬁmﬁwgugm“mmsvlﬁﬂgmﬁumml (UK} bighisrowth Srategy 30846 - 0010 000 M7 276 chartered Asset Management Pte Lid Foord Asset Management Jons fendesn Catins Msged AR 30460 - 020 384 933 1.04
Authorised Inv Fusds High Growth Strategy A £10498 - (0037 066 125 - Other International Funds Website: www.foord.com - Email: info@foord.com Jomus Rercerson Catis ManagedFind Al 14290 - 0.00 394 9.30 1.02
Artemis Coporate Bond 1 Acc - 771082 - 475 327 1500 875 sg Growth Srategy $2.0365 0006 000 1323 076 CAM-GTFVCC $ 1008 M6ES 190820 636 378 FCA Recognised - Luxembeurg UCITS R W . 2 ST
Artemis European Select| Acc 10732 - 09 504 1162 187  Dealing Daily. itial Charge Nilfor Aclasses ard up 1o 2% for other casses  CAM GTi VCC $78049 - 23 - 231 469 Euronova Asset Management UK LLP ST ScotiSmseettaa|S EAN -« SRAINSAR A me ooy wen . U B R
Artemis Global Income [Inc 56700 - 210 2.58 75,68 12.01 RAIC VCC § 164 164 003 206 574 -1g5 ouulated Foord Globel Equity Fund (Lux} | R $ 18.23 005 000 559 -2.00 S : o e =
: Smaller Cos Cis One Shaes € 5609 - 096 (00 245271 Roouinted oot b el ponihedAle 2600 - 1300 0741755 673
b vooeiecato L R LR Smaller Cos Cls Two Shares € 3553 - -061 €00 192 -329  Foord Global Equity Fund (Sing)| B $ 2181 010 000 588 19 lwhdmisieetbdhininie 1729 - 000 452 599 -454
MR RORIRN OB = TS < el 0 Smaller Cos Cs Three Shares € 1773 - 031 (00 1.90 -357  Foord Intemational Trust (Bsy) § 4697 - 029 000 346 127 JensHendersn GhtelEquyfindA 53200 - 1600 0.0027.04 581
Arais Ioome L W =k WG Smaller Cos i fow Shares €237 - 040 00 1.92 280 s o by e FdAe. 7072 - 019 299 11.42 7.02
Anm!suu?fhwnmlhc 135.17 166 319 :-2.591131 et G Stk 60100 - 230 550 TED
Memirteseidntis 1§10 - LGB RIS 06 b oo Gtk Ty s fedAe 75700 - 42.00 0.00 47.08 1381
Artemis Sront-Dn SvatBond 11754 - 012 442 1108 25 E s lodewn e Kb ool € 128 - 0.00 284 1163 657
REORINE IR T = 45 SRR W E—4 ADVISORY DOdge &Cox@ Jorushenderson Mid& Large CoFnd 34240 - 120 0651471 628
m‘?hmm&‘”" e ¥ N 18 Worldwide Fund jmeobn Wt M A+ 17100 - 0.00 138 674 3566
Artemis SmantGARP Glo Eq | Acc 7674 068 4541927 563 Thoughtful Investing, oridwide Funds 8 5 F d ith Pt i mis . dd0 1 iR otk
mgwwwm WEr = e SR un sm Jors Hocran Mt Mg Dtbuininé Al 12800 - 0.30 338 694 026
Artmis Srategic Asets 1 Acc 10125 - 02 159 098 43 I e I & R R e B Bt
Artenis Stategic Bond |0 Acc 11082 - 028 451 1014 042 EqUIty Fund i e 3740 - 080 - 1561 620
ETLK*S';TE::: ;‘; ' Ei 2:: ‘;;: g'ﬁ INTERNATIONAL e o Wibor B GowtimdAe 20210 - 040 345 7.79 065
Anmn:aLHSpncin:SitaIAnc 907.43 DI;uI zlns 15-3? 3.33 S ThE < B 8% L1,
: : e e A o Mk Mt M Mol Fd A Ke 34540 - 130 140 996 223
i s :-1.37 o Brown Advisory Funds plc (IRL) s Fdern MM ManagedFadARe 33800 - 130 154 9.99 223
mmiiﬁ:ﬁ 41?'9: ) iF: " fﬁﬂ i E&r W.Eradderycom ek (08 G130 Dodge & Cox Worldwide Funds (IRL) Jans Henderson Suategic Bond FundAle 9372 - 008 343 206 -593
Aremsibomiifee SR - S0 00AE B Gl leadershnd USTC $733 - 012 - 1898 640 o hou Ml London SWIY 80030 sl SeyBod it hee 2410 - 020 - 846 495
Rinhal| saders Suskinahle Fund ISNC $ 16 36 nn7 1778 571 FCA Recognised Fundsmith LLP [1200)F (UK) Janus senderson Stering Bond Uit Instie 5530 - 006 847 -494
Global Sestainable Toal Retum Bonc GBPB £ 9.41 003 269 297 -  Dodge &Cox Worldwide Funds - Global Bond Fund FIL Investment Services (UK) Limited (1200)F (UK) PO Box 10845, Chemsford, Essex, CM3 2BW 0320 123 1815 JanusHenderson LK Alpha FunéA fee 15850 - 010 141 15.36 -2.12
Gotelusanate oal ReamBurdlSDB § 1000 - 003 Q00 341 -  ConAccumulatingClass  €17.39 - 006 - 876 413 gl core, Nillfield Lare, Lower Kingswood, Tadworth, KTZ0 AP Wwuw:fundsmith.co.uk, enquires@fundsmith.co.ub s fodos KgigbenedéontintAle 5090 - 050 404 1306 460
US Egity Growth Fund USDB § 6350 - 030 000 1945 154 o ccoomuletngClessl) (€ 1125 = 004 000 485 -121  Calliee Private Clents 0500 414161 Authaciand Jov unds : onsbendeon (S GowhFuréAAx 24800 - 800 0003392 986
: _ EUR Distrbuting Class E1188 - 00 g70 313 Broker Dealings: 0800 414 181 Fundsmith Equity T Acc 11329 414 0261488 53
US Fexible Equity Fund USD B § 32.95 004 2811 899 ! i ) ¢ OEIC Funds Fundsmith eqlﬂ"{T ne 54824 176 026 483 53
US Nid-Cap Growth Fund LSD C § 20.53 608 - ismag rimetdingCegh € /0 003 444 496 219 o o Wold Fund WACC-GBP £ 317 - 000 114 17.36 727
r US Small Cap Bend Fund USDB § 2407 - 009 000 956 038 oo DeveutngClass - E123% - OM - 779 3% ppeicanfund W-ACCGBP £7015 - 016 (.00 22.47 6569
US Snaller Companies Fund USDB § 3735 - 007 303 -351 Obr DistbutingClass(H) £ 830 - 003 505 835 1N\ un Specia Sis WACCGEP £ 2522 - 004 (58 17.47 1007
[ — US Sustainable Gowth Fund USDC $ 3405 - 017 - 2878 915 ooonccumulatingllass $1347 - 00 - 682 08  pgapndwACCGBP  £1651 - 021 (96 855 496
: Dodge & Cox Worldwide Funds -Global Stock Fund T
US Sustainable Value Fund USDC A § 1333 - 011 000 2647 - USD Accunulating Share Class $ 3533 - 000 000 367 6.1 ﬁs_BFéﬂ_lftUpSW-ﬁm £ 28 - 002 121 -0.10 -283
68P Accunulating Share Class £ 4573 - -001 000 470 g  weDwoendhmdW-ACLGP £ 243 - 002 273 886 323 et ashesonn, gt i b (JER)
X . ) [‘.ash I:I.I'ld W'A[:C-GBP £ 110 - 000 467 534 278 ir Walter Rdﬂiﬂ't HEI.!SE, 48 - 50 ES[IIBTWE, St HE|IET, .ierser, JEZ 308
GBP Distrbuting Share class £ 3027 - 001 126471 8;3 ° ‘ GAM FCA Recognised
EUR Accumulating Share Class € 4942 - -0.01 000 ‘579 972 China lund W-Accumulation (UK) £ 220 - 001 (72-1250-1763  funas@gam.com, www.funds.gam.com Volare Offshore Strategy Fund Limited
GBPDisvbuting Cless () £ 1584 - 000 165 284 4% Eme-ging Mkts NAV £ 7121 - 016 207 1661 -6.15 Regulated . Bridge Fund £24052 - 00065 2281229 281
LAPIS GBLTOP 50 DIV.YLD-Na-D £120.78 032 287 619 6862 ,
Dodgo & Cox Worldwide Fands U.S. Stook Fand Enhanced Income Fund W-INC-GBP £ 083 - 0.00 767 715 s R et aal s S B Global Equity Fund £38985 - 00122 1331591 593
USD Accunulating Share Class § 46.14 - 003 000 ‘743 694 European Fund W-ACC-GBP £ 2836 - 001 126 1272 849 ' ) ' ' ' Global Fixed Interest Fund  £07538 - 00002 478 761 -294
Ashmore Group ) CG Asset Management Limited (IRL)  GBP Accumulating Share Class £ 5648 - 002 000 '846 9% Extrz Income Fund W-ACCGBP £ 140 - 000 12.17 -1.39 LAPIS GBL MED DEV5.YLONa-D £ 91.25 04 48 - Income Fund £06892 - 00018 3001335 374
mmﬂzn 4AL. Dealing team: +352 27 62 22 233 ﬁ!:'eah;nu‘grﬂeltﬂ Ig;!{m“:t.&lahﬁl::x- — GBP Distrbuting Share Class £ 3347 - 007 081 848 9% Sustanable Everg Mis iy Fand AAI Shs £ 152 - 000 -13.81 -0.91 Sterling Fixed nterest Fund £06922 - 00005 470 10.16 -468
Emerging Markets Active Equity Fund $ 129.00 064 - 169 857 E&E@ ) EUR Accumulating Snare Class € 5572 - 007 000 957 1057  Sesisrdlfompsn lputy end WAL £ 621 - 002 103 9.06 3.00 UK Equity Fund £19268 - 00015 330 478 -024
Emesging Markets Blended Debt fund § 552/ Jlh 462 Y434 -/35  CG Portfolio Fund Plc GBP Disvbuting Class(H) £ 1782 - 001 080 687 551  Susteveble lobel Cutyund WALLGSF £ 3730 - -0.01 €30 10.36 1.22
Emerging Markets Corporae Debt Fund $ 53.95 002 - 737 770 AbsclteRetum ClsMinc  £135.47 13606 -0.11 213 532 1.51 Japen Fund WACCGBP £ 667 - 002 1131193 689
Emerging Markets Cebt Fund $ 62.63 006 487 1518 £ Capital GearingPortfolio GBP P £3M5788 TML 3419 174 428 081 Jagen Smeller Conpanes Fnd WALLG8P £ 366 - -0.01 0.63 -354
Emerging Markets Equily ESG Fund § 156.13 112 - 519725 Capital GearingPortfolio €8PV £18040 1814 -0.16 175 429 081 Select 50 Balanced Fund PLAC-GBP £ 123 - 0.00 153 844 077
Emerging Vlarkets Equity Fund $ 14355 089 - 1163 473 Doller Fund Cls D Inc £16).52 1610C 067 187 233 037 Specal Situations Fund W-ACC-GBP £ 4980 - 034 302 17.15 690
Emerging Merkets Frontier Equity Fund $ 214.69 05 1582122 503 Doller Hedged GBP Inc £93339361 046 179 076 -3.12 Short Cated CoporateBond Fnd WALGEP £ 1143 - (001 442 924 078
Eserging Merkets Local Cuency Bond Fund § 61.39 007 493 066 -232 RealRetum Cls A Inc £18350 1900 072 238 130 029 Sustanable Water & Waste WALCGEP £ 128 - 000 (69 950 184 Lothbury Prop Lﬂmﬂtm‘
Emerging Makezs Soverein Detn Fund § 67.21 09 000 548 627 UKindex-linkedBondGinc [£10421 104% -012 - - - Sustsnable Water s Weste W-ANCCDP £ 125 - 000 €69 952 105 1553&'@9# or ECZM 370 +44(0) 20 3551 4910
UK Select Fund W-ACC68P £ 419 - 001 2281390 553 E:WF‘““T“':;“;EIE T T
Global Dividend Fnd W-ACC.GBP € 345 - 001 253 1366 763 wiry Troperly Tt SR
Global Enhanced lacome W-ACGBP £ 271 - 0.2 1404 789
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Fund Bid COffer +/~ Yweld 1Yr 3Yr

M & G Securities (1200)F (UK)
PO Boz 9038, Chelmsford, CM99 2XF
www.nandg.co.uk/chanties Eng/Dealing. 0800 917 4472

Authorised Inv Funds

Charifund Inc 1509.16 5711248 494

Charifund Ace w3 - 7548 5101245 493

WS Cherbd Oertes ot bt i Dmbentle £ 190 - 000 - 842 090

M Db Cramtes Pt bt e b e € 4143 - 107 360 841 -091

MEG Charity Multi Asset Find Inc £ 093 - 000 4341057 548

MEG Crarity Muli Asset Fund Acc £118.22 021 3771056 548

MMIP Investment Management Limited (GSY)

Regulated

Multi-Manager Investment Programmes PCC Limited

UK Equity Fd CIA Series 01  £3080.40 X041 -23175 -2.98 1394

Diversifisd Absolute fan FAUSD CIAF2 $168802 - 4593 -  -1.51 132

Owversified Absolute fetum S Sl AP £157300 - -196 D70 245

Global Equity Fund A Lead Series £1747.16 14796 -5.31 -1.04 513

Marwyn Asset Management Limited (CYM)

Regulatad

Marwvn Value Investors £329.72 614 000 - -1.17

MclInroy &Wood Portfolios

Mclinroy & Wood Portfolios Limited (UK)

Easter Alderston, Haddington, EH41 3SF 01620 825867

Authorised Inv Funds

Balanced Fund Pessonal Clas Uniis 621970 - 1940 1.40 6.10 360

Income Fund Personal Class Units 296180 - 650 240 791 438

ErergigMarkets Fund Personal Cass Units 208470 - -4.60 1.48 -6.54 -3.23

Smaller Cmpamies Fund Porsondl Clss Units 621130 - 2250 1.30 0.15 477
MILLTRUST

INTERNATIONAL

Milltrust International Managed Investments ICAV (IRL)
mimi@milltrust.com, +44{0)20 8123 8316 www.miltrust.com

Requlated

Miltrus! Gobef Emespin Martets Funt-Cass A § 90.94 037 0.00 631-128

Milltrust International Manaﬂi d Investments SPC
em@milltrust com, +44{0)20 8123 8316, www._milltrust.con

Regulated

Milltrust Alaska 3razil Funi SPA $7979 - -1.37 0.00-2169 -3.31
Milltrust Laurium Africa Fund SPA $10596 - 156 0.00 412 D07
Miltrist Mareall s India Find SP $154 74 - nne NDMN1RRR 507
Milltrst Singuiar ASEAN Fund SPfounders $147.10 - -020 0001523 -2.70
Milltrust SPARX Korsa Fouity Fond SPA $143 R0 - 132 NNN 1N 47 /N5
Milltrust Xingtai China Fund SPA $8490 - 045 0.00-1207-20.39
The Chimate Impact Asia Furd SPA $7210 - 013 0.00-11.64-11.02

Guide to Data

Fund Bid Offer +/- Yield 1Yr 3I%r

Mini of Justice Common Investment Funds UK
Property & Other UK Unit Trusts

The Equity ldx Tracker Fdhe 212600 - 400 233 1408 5€1
Distribucion Units

MIRABAUD

ASSET MANAGEMENT

Mirabaud Asset Management (LUX)
www miiabaud.com, marketing@mirabaud-am.com
Please find more details on our website: www mirabaud-am.com

Regulated

Mir. - Gib Strat. B3 | USD $15% - 028 - 7181 04
Mir. - DiscEur D Cap GBP £183.47 -1.34 000 1533 -215

Dasis Crescent Global Investment Funds (UK) ICVC (UK)

Regulated

(lzsis Coescan . Globes! Equity Fund USDAIDIs) § 38.15 - 0.0 079 702 031

(lasts Crascent Global ncome Fund ISDADs) § 1014 - 000 376 526 0.09

s Cresmat Sl Low Euty Fnd USD0Di) § 1298 - 000 145 597 -0.v4

R Crpscont Gl Mecim Foity Fnd USD /D) § 1454 - 000 104 583 0(2

basis Cvescant Gkl Prpey Eusty Fd U0 ADGY § 879 - -0.03 1.67 13.21 -0.67

ks (esoent Gl Qo fomioe {000 $ 094 - 000 345 425 091

(s Cresomt Varsble d GBPADSY £ 1025 - <002 071 678 029

Omnia Fund Lid

Dther International Fundse

Sstimated NAV $1129.68 3223 000 2432 20.48
CAPITAL MANAGEMENT

Platinum Capital Management Ltd

Other Intemational Funds

Platinum All Star Fund - A $163.4 1063 220

Platinum Global Growth UCITS fund $ 10.17 007 000 19.37-10%5

Feun Sl AT WD JsE §  9.42
Platinum Global Dividend UCITS fund § 48.97

0.70 0.00-1383 13.24
001 000 464 -525

Private Fund Mgrs (Guernsey) Ltd (GSY)
Regulated

Monument Growth 18/06/2024 £572.11 58073

/ 085 523 33

MANAGED FUNDS SERVICE

Fund Bid Offer +/ Yeld 1¥r 3Yr Fund Bid Offer +/- Yield 1¥r 3Yr

Prusik Investment Management LLP (IRL) Scottish Friendly Asset Managers Ltd (UK)

Enquiries - 0207 493 1331 Scottish Friencly Hse, 16 Blythswood Sq, Glasgow G2 4HJ 0141 2755000

Regulated Authorised lnv Funds

Prusik Asian Equity income B Dz $166.21 -037 596 347 038 Maneged Growth ¢ 39530 - .20 - 1356 G613
UK Growth + 44220 - 050 - 940 300

Purisima Investment Fds (UK (1200)F (UK)
2nd fioor, 2)-22 Bediord Row, London, WC1R 4EB

Order Desk and Enquiries: 0345 922 0044

Authorised Inv Funds

Authorised Corporate Diroctor  Waystone Managemant (UK] Limitod
Glcbal Total Fd PCG A 5T - 171 026 28.83 11.90
Glchal Tatal FA PCG R R4 . IRA NN7 7R51 11R?
Glebal Total Fd PCG INT 51710 - 164 000 28.13 11.34
Purisima Investment Fds (Cl) Ltd (JER)
Regulated

PCGB = 41582 043 000 276) B36
PCGC = 40320 - -041 0002732 B13

ram“

Ram Active Investments SA

WWW.ram-ai.com
Other International Funds

RAM Systematic Emerg Markets £y $25460 25460 095 - 1135 093
RAM Systematic Euopean Eq €607.47 60747 -095 - 1437 287
R Stematic Fands Global Sestanahle beonefy $177.40 17240 -004 NN 1317 444

RAM Systematic Long/ShortEuropean &y €167.72 16772 047 - 1451 497
Royal London (UK)
B0 Fenchurch Street London EC3M 4BY

Authorised Inv Funds

foyel London Sistainable Diersified Al £ 263 - 001 - 1333 2.20
Row! London SustainsbleWorldAln: 40980 - 120 - 1625 458
fioyal London Coporate Bond Mith bcome 7740 - a2 - 11.61 -203
Royal London Ewropean Growth Tt 23190 - 120 - 1287 585
Royal London Ssstaineble lsades Ale  BS6.20 - 220 - 103 488

Roval Londcn UK Growth Trust  685.70 200 20912.1) 437
Royel London UK Income Wist Growth Tt 216.40 DDD 459 13.177 5189

Roval Londcn US Growth Trugt 51440 - 310 30.4) 15.44
Additional Funcs Available
Please see www.royallondon.con for details

i

Ruffer LLP (1000)F (UK)
Znd floor, 2)-22 Bediord Row, London, WC1R 4EB
Order Desk and Enquiries: 0345 601 9510

Authorised Inv Funds

Authorised Corporate Director - Waystone Managemaat (UK) Limited
WE Ruffer DversifiedRm CAc: 1008 - -003 116 08 -
WE Ruffer DiversifiedRumClnc 97680 - -003 117 0.9

WE Ruffer Ecuity & Geseral C Ac: 61134 - 006 126 693 21
WE Ruffer Equity & General Chnc 5248 - 005 128 693 211
WS Ruffer Gold C Acc 038 - 264 (342285 204
W3 Ruffer Gold C Inz 18312 - 160 0332267 204
WS Ruffer Total Return C Ace 5380 - 3125 198 003 105
WS Ruffer Total Return CIne 32455 1.97 202 003 105
Rubrics Global UCITS Funds Plc (IRL)
www_rubricsam_com

Regulated

v Energag Madtets Foad beme U0TSFd $141.3F - -003 000 053 O.M
Rubrics Global Credit UCITS Fund $ 1770 - 000 000 48 -065

Rubrics Global Foced Income UCITS Fund $175.19 - 0071 000 203 -095

AUA

STONEHAGE FLEMING

GLOBAL BEST IDEAS
EQUITY FUND

Stonehage Fleming Investment Management Ltd (IRL)
www.stonehagefleming.com/gbi

enguries@stcnehagef eming.com

Requlated

SF Global Best Ideas Eq B LSD ACC $279.36 435 000 1021 142
SF Glcbal Best iceas Eg DGBP INC £33287 - -1.52 000 10.77 420

SUPERFUND

INVEST BETTER

Superfund Asset Management GmbH
www.supertund.com, 443 (1) 24/ UU

Other International Funds

Other International Funds

Superfund Green Gold Sess - 679 000 664 -B94
Superfund Green Silver $97691 - 433 000 B95-13.28
Regulated

Superfund Green US$ $720Z1 - 09 000 -4.45-1369

Superfund Black Blockchain EUR € 1996 - -034 0.00 95.49
Superfund Gold Shver & Mining EUR € 1080 - 010 - -

Thesis Unit Trust Management Limited (UK)
Excheénge Building, St Johns Street, Chichester, West Sussex, PO13 1UP
Authorised Funds

T™ New CourtFund A2011inc £ 2038 - 002 024 7.08 1.24
TM New Courtfund-A 2014 Ace £ 2061 - 002 - 7.12 1.26
TM New Count Equity Gowth fnd -Inc £ 2256 - 001 006 822 1.23

Toscafund Asset Management LLP
www.loscalund.com
Tosce Mid Cap GBP f11780 - 064 000-2993-2159

Tosce Opportunity B USD $25201 - -1200 0.00-29.95-19.96
Pegasus FundLtd A-1GBP  f 2703 023 0.00-3266-22.42

TR

ASSET MANAGEMENT

Troy Asset Mgt (1200) (UK)
2nd floor, 20-22 Bedford Row, London, V/C1R 4EB

Order Desk and Enquiries: 0345 608 0950

Authorised lnv Funds

Autherised Corporate Director - Waystone Management (UK) Limited

Trojen Investment Funds
Trojan Ethical Global Inc 0 Ace 10772 - 023 243 633
Trnjan Frhical Glohal e O Ine 10099 - N7 751 637

Fund

Trojan Ethical O Ace

Trojan Ethical O Inc

Trogan Brhical Ineome () Arr
Trojan Ethical Income O Inc
Trojan Fund 0 Acr

Trogan Fund O Inc

Trojan Clobal Equity O Ac:
Trojan Global Equity O Inc
Trojan Global Income 0 Aze
Trojan Clobal Income O Inc
Trojan Iacome O Acc

Trojan Income Qlnc
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Beethoven shines in
New York catacombs

Burning up ;IIE
stage: Green
Day’s Billie Joe
Armstrong

Myles Wright/Shutterstock

Punk-pop of fiery intensity

POP

Green Day

Emirates Old Trafford, Manchester
Yok Ak

Ian Gittins

When they formed in California in the
late 1980s, Green Day appeared unlikely
candidates for longevity. The spirited
trio were widely dismissed as cartoon
punk revivalists; teenage singer-guitar-
ist Billie Joe Armstrong and bassist Mike
Dirnt’s onstage party piece was spitting
as high in the air as they could and
catching the saliva in their mouths.

How unwise that dismissal appears
now. Thirty-five years and more than
75mn record sales down the line, the
band’slatest world mega-tour lastweek-
end found them entertaining 50,000
people at the Emirates Old Trafford
cricket ground in Lancashire, revisiting
two albums that both went multi-plati-
num in the pre-streaming days.

Green Day have always baulked at
being described as “punk-pop”, which is
unfortunate, because punk-pop is
exactly what they are. Their 1994 break-
through album, Dookie, played in full
here, welded the fervour and attitudinal
edge of punk to taut, sweet melodies
and pop hooks you could hang your

hat on.

Dookie was a restless quest for teenage
kicks, and Green Day’s bid to recapture
them in middle age is aided by the fact
that they are ageing remarkably well.
Armstrong, 52, looks absurdly youthful
under a peroxide thatch. Drummer Tré
Cool is more weather-worn but sports a
decidedly fetching turquoise quiff.

Firing through that album of adoles-
cent angst, the trio reinhabited its ache
and yearning with a frenzy of urgency in
perpetual motion. Riffs were short-arm
jabs to the solar plexus. Armstrong’s
wrist was, fittingly, a blur on
“Longview”, a paean to frantic pubes-
cent masturbation: “Some say quitor I'll
go blind/But it’s justamyth.”

Green Day’s early appeal was largely

Presented by
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predicated on their self-effacing
humour — and they remain happy to
goof. Cool emerged from behind his
drums to don a leopard-skin robe and
drawl the Dookie hidden track “All By
Myself”, looking like a demented Bat-
man villain.

Yet the second half of the evening pos-
sessed rather more gravitas. After a
flurry of songs from this year’s UK
number-one album, Saviors, the trio
revisited their career-high 2004 record,
American Idiot. An audacious concept
album and rock opera indebted to The
Who's Tommy, it won them a Grammy
and spawned its own Broadway musical.

A salutary reminder that punk was
founded in rage at societal dysfunction,
American Idiot gave Green Day a way to
grow up. In stark contrast to the funflip-
pancy of their early years, the album
looked W convey what its title track
called the “new kind of tension” of
George W Bush’s America, post-9/11and
the invasion of Iraq.

Like Dookie, it has aged well. Arm-
strong’s ire sounded intact and authen-
tic here as he spat out insurrectionary
words in “Jesus of Suburbia” and “Let-
terbomb”. “Wake Me Up When Septem-
ber Ends”, a tribute to his father, who
died when he was 10, also remained
hauntingly affecting.

Their two-hour set maintained an
impressive level of intensity. In Green
Day’s traditional show-closer, “Good
Riddance”, Armstrong crooned, “I hope
you had the time of your life.” Fifty
thousand raised voices indicated that
that had,indeed, been the case.

greenday.com

CLASSICAL

Ulysses Quartet
Green-Wood Cemetery, New York
1.8 8.8 8 4

George Grella

The Angel’s Share concerts in the
catacombs of Green-Wood Ceme-
tery in Brooklyn made a brief
three-night appearance to bring in
the summer before performances
return in September.

It was a simple and succinct pro-
gramme, the Ulysses Quartet play-
ing Beethoven’s final string quar-
tet, Op 132 in A-minor, without
any of the imaginative staging that
is often part of this series. But it
was the finest realisation of its con-
cept and purpose I have experi-
enced Lhere.

This first day of summer was
hot, the air dense, and the cool
chamber of the catacombs seemed
like a different universe. A single
piece might have felt too little but,
surrounded by remnants of past
lives, Beethoven's spirit awoke —
apt for a work containing a move-
ment entitled “Holy song of
thanksgiving”, offered after the
composer recovered from an ill-
ness so serions he thought it would
kill him.

At 15 minutes-plus, this long
central movement is an arch that
begins in resignation and resolves
in a glow of recovery. It sits inside
the larger arch of this five-move-
ment work; what was so impres-
sive about the Ulysses’ perform-
ance is how they played the entire
piece with a clear, expressive unity
and purpose.

Violinists Christina Bouey and
Rhiannon Banerdt, violist Peter
Dudek and cellist Grace Ho had a
robust, grainy old-world sound.

All the fidelity to the score was
there and their technique was
excellent, even holding together
intonation in the humidity of the
catacombs. This instrumental skill
made transparent the often thrill-
ing details of their thinking and
expression.

The violins’ vibrant dialogue
had acommanding stature, Dudek
showed an enticing, dusky sound
and Ho’s solo passages were full
and singing. They bound the spir-
itual and intellectual expanse of
the music with the geography and
physical space of the catacombs.

Everything was sculpted shapes
and forward motion. T'he first
movement grew to a palpable

sense of urgency and pressure. In
the shift between minuet and trio
in the second, the quartet
smoothly etched each of the
changing pulses.

The hymn was plain-spoken,
the quartet’s playing declarative.
It also offered a subtle and power-
ful larger perspective, with grad-
ual changes in tone colour all
pointing to a shining sweetness at
the end. This was so subtle that
one felt it long before realising it
was happening.

That expressive technique also

showed through changes in instru-
mental and emotional tone from

the first two movements to the
final two. There was a complete
transformation in character after
the hymn. The little march was
stately, and the return of ambigu-

ous, agitated feelings in the final
movement had an intellectual

bite. The Ulysses recalled the
urgency of the opening, but man-
aged to move it from the heart to
the mind. The piece felt like the

thoughts of a person who still has
much to doand is eagertodoit.
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To die for: the Ulysses Quartet at Green-Wood Cemetery — steven pisanc

Extreme feats in unfathomable darkness

DANCE

Wayne McGregor

Saburo Teshigawara
Montpellier Danse

Laura Cappelle

An obscure species of jellyfish lends its
name to Wayne McGregor's latest pro-
duction, Deepstaria — and that seems fit-
ting. The British choreographer has
spent many years turning dancers into
boneless-looking creatures who push
and pull their spines and limbs into ever
more acrobatic shapes on stage.

The trouble is, even extreme physical
feats can get repetitive. McGregor is a
prolific movement-making machine,
but his works rarely feel honed to their
fullest potential. Much of Deepstaria,
which had its world premiere at the
Montpellier Danse festival, is standard
fare for his company, all the way down
to the minimalist underwear worn as
costumes. Nine excellent dancers ripple
through forceful sequences, wrap them-
selves around each other, occasionally
pause mid-hyperextension.

McGregor is a tech enthusiast, and so
Deepstaria involves something called
Vantablack Vision, used to create
“unfathomable darkness” on stage,
though this effect was negated by bright
exit signs on both sides of the Corum
auditorium.

Meanwhile, the score is credited to
sound designer Nicolas Becker and
music producer LEXX, bul was “recom-
posed” live by the Al technology Bronze,
which sounds likea 21st-century spin on
choreographer Merce Cunningham’s
chance protocols.

There are some genuinely lovely
scenes, including a duet for two men in
white that brings tender focus to the
partnering between them. Near the end,
McGregor nods more overtly to his
deep-sea inspiration, wilth gossamer
tunics, floaty armsand hands darting in
rays of light. However, the choreogra-
phy rarely dives under the surface to
reveal its human impetus. Jok k%%

By contrast, the same night, Saburo
Teshigawara found arresting humanity
and purpose in the smallest of gestures.
The 70-year-old Japanese master still
performs live, and it feels as if he has

poured decades of experience into Voice
of Desert, the new work he presented in

Montpellier’s open-air Agora.
Teshigawara cuts a deliberately frail

figure on stage at the start, turning back
and forth, his hands reaching timidly, as

if lost in space. He crosses paths with a
woman, longtime collaborator Rihoko
Sato, yet keeps missing her. Then, classi-
cal music brings bursts of sudden virtu-
osity from both, like layers of physical
memory returning Lo the surlace, Sato
tracing spellbinding curves in space.
Another woman, Kei Miyata, lurksin
the background, and two younger fig-
ures waltz on and off the stage like
ghosts. Voice of Desert reads like a medi-
tation on ageing, at times even a fare-
well. It also celebrates the quiet mastery
and power of highly experienced per-
formers. As Montpellier Danse prepares
for a farewell of its own — that of direc-
tor Jean-Paul Montanari, after a 41-year

tenure — Teshi gawara met the moment.
220 .8 0 ¢

Festival continues to July 6,
montpellierdanse.com

The red and
the black:
Wayne
McGregor’s

‘Deepstaria’
Ravi Deepres
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FT BIG READ. SOUTH AMERICA

Critics fear a massive oil discovery will turn the small country into a victim of the ‘resources curse, where
extraction inflates the local currency, hollows out domestic industry and breeds societal division.
By Jamie Smyth and Joe Daniels

Guyana: the world’s last petrosta

nside a drab six-storey office block
in a residential street in Guyana’s
capital Georgetown, a team of Exx-
onMobil executives are working out
how to expand one of the largest
oftshore oil developments in history.

‘The US energy giant and its partners,
Hess and Chinese group Cnooc, have
already discovered about 11bn barrels of
oil in the Stabroek Block, a vast oil reser-
voir about 120 miles off the coast of the
South American country.

Over $55bn of investment has been
sanctioned to extract just under half of
those reserves. “The way in which we've
been able to progress so quickly from
discovery to development and produc-
tion, that is of huge value to Guyana,”
says Alistair Routledge, ExxonMobil’s
Guyana president. “It could deliver well
over $100bn to the country.”

One of the smallest countries in South
America, Guyana had no hydrocarbon
industry prior to the Stabroek discover-
ies but the promised windfall could cre-
ate one of the last petrostates before the
world shifts away from fossil fuels.

Field development is already generat-
ing rapid growth in a poor country; Guy-
ana’s economy expanded 33 per cent
even after inflation last year, and the
IMF forecasts a similar rise this year.

Environmentalists have labelled the
project a “climate bomb” and point to
studies suggesting that global warming
and rising sea levels could submerge
low-lying Georgetown by 2030. There
are concerns among civil and human
rights groups, trade unions and politi-
cians that the wealth generated will
bypass the general public and cause
more harm than good.

Political scientists call this the
resource curse: the extraction of newly
discovered minerals inflates the local
currency, hollows out domestic indus-
lry and breedsdivision and corruption.

Critics say the production sharing
agreement signed by the previous gov-
ernment in 2016 is unduly generous to
the companies, a view shared by the
IMF. There are also concerns Exxon is
too close to the current administration,
led by President Irfaan Ali, and riding
roughshod over environmental laws.

The boom is pushing up local prices,
piling pressure on households in a coun-
try where almost half of the 800,000
population still live on less than $5.50 a
day, the World Bank definition of pov-
erty for a country like Guyana.

There are disturbing precedents for
the resource curse. Mobil, which Exxon
later acquired, discovered oil off Equa-
torial Guinea in 1995; the three-decade
boom that followed enriched the Afri-
can country’s ruling family but most of
its population remained in poverty.

Decades of oil production in Guyana’s
western neighbour, Venezuela, gave
way to economic mismanagement, cor-
ruption and authoritarianism. The
country’s president, Nicolas Maduro, is
reviving a historic claim to a Guyanese
province that includes part of Stabroek.

Schreiner Parker, a Latin America
expert at research group Rystad Energy,
says Guyana is “the test case for the
resources curse in the 21st century”.

ince production began in late

2019 a construction boom has

gathered pace in Georgetown,

a city known for its tree-lined

streets, network of irrigation
canals and colonial architecture.

Several luxury hotels are taking
shape, western-style shopping centres
featuring Starbucks and a Hard Rock
Cafe are popping up and Exxon is build-
ing a $160mn corporate headquarters.

The US supermajor has become a
household name in Guyana, where it
sponsors the Guyana Amazon Warriors
cricket team, donates cash to a range of
local initiatives and pays for billboard
campaigns celebrating its role in boost-
ing the economy.

Building an oil industry from scratch
has created local jobs, the company
says, with 6,200 Guyanese supporting
the activities of ExxonMobil Guyana
and its contractors by the end of last
year. The company has spent G$313bn
($1.49bn) with Guyana-based suppliers
since 2015, helped in part by local con-
tent laws passed in 2021.

One of them is Robin Muneshwer,
executive director of a prominent local
conglomerate and majority owner of
Guyana Shore Base Inc, which won a
tender to supply the offshore oil plat-
forms and now employs more than 900
people to operate gigantic cranes, ships
and other equipment.

“We are the poster boy for local con-
tent,” says Muneshwer, adding that the
Shore Base partners recently won an 11-
year extension to its contract. He says

Our
economy
1S no
longer an
economy
for the
local
people.
Wearein
survival
mode

the government is aware of risks of the
resource curse and is using oil money
wisely to diversify the economy.

The real danger is ensuring that sec-
tions of the population are not left
behind and the resources sector does
not squeeze out other parts of the local
economy, he adds.

Academics say Guyana’s authorities
are in a race against time to show that oil
revenues will be shared fairly with the
public and not misused by politicians.

“When countries get big oil windfalls
their governments tend to become
more corrupt, less accountable and it
becomes rarer and rarer to have free
and fair elections,” says Michael Ross, a
professor of political science at UCLA.
He points out that the government must
negotiate with a corporation whose cash
flow last year was more than three times
Guyana's GDP.

“Exxon is not your friend,” says Ross.
“They want you to think they are, but
they're not. They are a business partner
in it for themselves with enormous
advantagesat the bargaining table.”

The risks to Guyana’s 32-year-old
democracy were highlighted at the last
election in 2020, when incumbent pres-
ident David Granger refused to stand
down alter narrowly losing the vole.

The next election is due in 2025 and
the opposition parties are already
putting oil revenues, the consortium’s
compliance with Guyanese law and con-
cerns about the resources curse at the
heart of their campaigns.

“We need to get more out of these oil
resources,” says Aubrey Norton, leader
of the official opposition in Guyana.
“Within the first 100 days, we will pur-
sue and engage with Exxon to ensure the
people of Guyana benefit.”

A High Court ruling last year required
the consortium to provide an “unlim-

| Guyana has become a key contributor to
global oil supply growth
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ited” financial guarantee to cover the
cost of any oil spills, according to Nor-
ton. Exxon has since agreed a $2bn
guarantee pending anappeal.

Melinda Janki, a former BP lawyer
who has lobbied for changes to parts of
Guyana’s constitution dealing with the
environment, is litigating the insurance
case and several others. She claims envi-
ronmental regulators and the govern-
ment are refusing to hold Exxon to
account, risking an environmental and
financial disaster for the country.

“These [drilling rigs| are very danger-
ous operations. They're producing oil
above the limits that were set out in the
environmental impact assessments,”
says Janki. She warns a spill similar to
Deepwater Horizon in 2010 would dev-
astate Guyana and other Caribbean
waterways. The disaster killed 11 work-
ers, leaked 4mn barrels of oil into the
Gulf of Mexico and cost BP $69bn.

Exxon denies Janki’s claims, saying it
would never jeopardise safety and that
its offshore facilities can operate “above
design capacity” and achieve additional
production safely following re-evalua-
tions or de-bottlenecking studies.

But the Guyana-born lawyer has
vowed to continue fighting, arguing the
deal struck between Lhe parties “sold
our patrimony’.

Wall Street analysts consider the pro-
duction sharing agreement signed in
2016 as one of the best oil deals in mod-
ern history due to both the scale of the
resource and the terms. Consultants at
Wood Mackenzie forecast Exxon and its
partners will generate $135bn in profits
between 2024 and 2040. Guyana will
receive $150bn, a staggering amount for
a country that had a national budget of
$3.75bn last year.

The consortium can collect up to
three-quarters of revenue from the
project until its costs are recouped. The
remainder is split 50:50 with the gov-
ernment, which also takes a 2 per cent
royalty on production from the field —
below the level in most offshore oil
projects. It has also agreed to pay the
companies’ income and corporation
taxes from its share ofthe profits.

The agreement is so lucrative that in
March it sparked a corporate battle
between Exxon and US rival Chevron,
which wantsto buy Hess in a $53bn deal.
Exxon argues it has first refusal over any
sale of Hess’s stake in the Guyana find
and could torpedo the Chevron deal.

“The oil agreementwe haveis a legal-
ised form of highway banditry,” says
Glenn Lall, publisher of Kaieteur News,
a newspaper in Guyana that has criti-
cised both the government and opposi-
tion for mismanaging the relationship
with the oil companies and argued that
the Guyanese are getting “chicken feed”.

Lall says Exxon, the oil industry and

the government are increasingly acting
in concert to stymie criticism, including
by hiring several of his journalists.

Exxon’s Routledge dismisses Lall as a
constant critic with political ambitions
and “an axe to grind”, adding that “this
is a competitive contract that is bringing
investment into the country”.

President Ali acknowledges the deal is
“skewed in favour” of Fxxon but has not
tried to renegotiate. “The size of Exxon,
in terms of the economy;, tells you that
you just couldn’t change the contract,”
he tells the Financial Times. “It would
have legal implications and the entire
sector would have been held up.”

Any new deals with oil companies
would not be so “lopsided”, Ali says,
adding that he is passing reforms to
bring more transparency to Guyana’s oil
sector, diversify its economy and invest
in infrastructure, health and education.

In 2021 his government passed laws to
increase oversight over Guyana’s natu-
ral resources fund, in line with the prin-
ciples set out by the International
Forum of Sovereign Wealth Funds.

However, in January it proposed lift-
ing some restrictions on the amount of
money it can take out of the fund.

More recently, US authorities
imposed sanclions on d senior Guyanese
official and several prominent business-
men allegedly involved in a $50mn tax
scam. Mae Thmnas, pennanf:nt SCCIc-
tary of Guyana’s Ministry for Labour,
provided benefits to Nazar and Azrud-
din Mohamed in exchange for cash and
gifts,according to the US Treasury.

Critics say these episodes highlight
the need for proper scrutiny and over-
sight. The government says it placed
Thomas on leave and defended its
record on rooting out corruption.

Foreign journalists should not hold a
biased mentality about Guyana, says
Ali, adding there is “tremendous cor-
ruption [elsewhere] in the developed
world”.

limust also ensure a scepti-
cal public begins to see
benefits from an inward
investment bonanza that is
already helping to push
rents and food prices up sharply.
Inflation hit an estimated 6.6 per cent
in 2023, according to the US state
department, but food prices have risen
much more quickly over recent years.
“Since that gas came, things just got a
little harder to survive,” says Olivia, a
stallholder selling peanuts and other
foodstuffs near the Marriott hotel,
where rooms cost as much as $600 a
nighl. “IUs jusl gelling complicated
because you aren't getting the benefit
of the oil money. People don’t want
to pay [us] that money,” she says.
Discontent is already bubbling.

ExxonMobil and
its partners have

discovered
about 11bn

barrels of oil
in the Stabroek
Block, a vast oil

reservoir about
120 miles off the

coast of the
South American

country

FT montage/Reuters/Getty

"The size
of Exxon,
In terms
of the
economy,
tells you
that you
just
couldnt
change the
contract
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Teachers affiliated to the biggest union
have been on strike for more than 60
days, demanding a 20 per cent pay
rise. The Guyana Public Service Union,
representing other public sector work-
ers, has also threatened strikes over
what it hascalled “starvation wages.”

“Our economy is now an oil economy,
it’s no longer an economy for the local
people. We are in survival mode,” says
Mehalai McAlmont, who teaches at
Tutorial Academy secondary school in
New Amsterdam. She says food prices
have surged since the oil began to flowin
2019 |official statistics suggest the riseis
about a third] while teachers’ salaries
have stagnated.

Exxon’s discovery of oil in Guyana
risks another characteristic of the
resources curse: conflict with a neigh-
bour. Ross, at UCLA, warns there are
worrying parallels between the first Gulf
war in 1990, when Iraq invaded its oil-
rich neighbour Kuwait, and Venezuela’s
threat to invade Guyana.

Venezuela has long claimed the Esse-
quibo region, which makes up about
two-thirds of Guyanese territory and
includes part of the Stabroek Block off
its coastline.

In December, Venezuelan president
Maduro held a relerendum in which he
claimed voters approved the creation of
the new Venezuelan Essequibo prov-
ince. He has also ordered state-owned
companies to grant licences for explora-
tion and production there. “ExxonMo-
bil is not entering this sea ... they
should know that,” Maduro said in tele-
vised remarks in February, after
Routledge revealed plans for two explo-
ration wells off the Essequibo coast.

A small but steady military build-up
has been documented by researchers on
the disputed border. The US, which has
significantly increased co-operation
with Guyana since Exxon’s oil find, has
carried out military drills with the Guy-
ana Defence Force.

Exxon says Maduro’s threats are
“making no difference” to its invest-
ment plans and plays down the risk of
Guyana falling victim to the resources
curse. “Our reputation is very strongly
tied to making sure that everything hap-
pens as well as it can do,” says
Routledge, while Ali stressed his
nation’s “massively expanding military
partnership with the US”.,

But analysts say the rising tensions
highlight how the sudden discovery of
oil riches increases the risks of conflict,
both internally and with neighbouring
countries.

Ross, the UCLA academic, points to
the many examples ol countries thatl
have succumbed to the resources curse
and says Guayana faces “a gargantuan
task” if it isto avoid joining them.

Cartography by Steven Bernard
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The trust deficit in Britain's damaged politics

A scandal over election

betting has raised new
questions over ethics

As Britain’s Conservatives fight to avoid
an electoral catastrophe, for many
wavering voters the escalating scandal
over election betting will be a final straw.

Four Conservatives including aides to
Prime Minister Rishi Sunak — two of
them election candidates — are known
to be under investigation by the Gam-
bling Commission over allegedly placing
bets on the timing of the general elec-
tion. The regulator isreportedly looking
into more. Many members of the public
will see this as yet another example of
the erosion of trust in political ethics
under successive UK governments —
especially those of recent years.

Days before the betting affair erupted,
a survey found public trust in govern-
ment at a record low. The National

Centre for Social Research found 45 per

cent of people would “almost never”
trust administrations of any hue to put
the nation’s interest before their party’s.
Some 58 per cent would “almost never”
trust politicians to tell the truth in a
tight corner.

Some caveats are needed. Many of
those who go into politics today are still
motivated by a commitment to service,
and UK politics remains much less cor-

rupt than that of many peer countries —
which are also experiencing sharp
declines in trust in political “elites”.
Despite recent impressions, moreover.
questions over ethics stretch back
decades, and are not confined either to
the Conservatives or to Westminster.
“Sleaze” dogged the final days of the
last extended Tory government in the

1990s. Labour’s Tony Blair in 2006
became the first prime minister to be
questioned by police in office, over a

“cash for peerages” scandal, though no
charges were brought. And after the

widespread misuse of expenses by MPs
was exposed in 2009, the percentage of

Britons doubting politicians’ truthful-
ness was even higher than today.

In Scotland, the governing Scottish
National party’s finances have been
probed by police, and its former chief
executive charged in connection with
alleged embezzlement of funds. The
first minister of Wales, Labour’s
Vaughan Gething, has been embroiled
in controversy over accepting a dona-
tion from a business whose owner was
convicted of waste dumping.

Yet the erosion of trust in political
ethics has been compounded by several
factors under Tory governments since
2016. The Brexit campaign is seen by
many as the moment truth-bending in
UK politics morphed into the use of out-
right falsehoods, typified by the claim

on Boris Johnson’s bus that leaving the
EU would save “£350mn a week” to

fund the NHS. In this election, Sunak

weaponised a bogus claim that Labour
would raise taxes on families by £2,000.

A second was a tendency after John-
son became prime minister in 2019 to

Restoring stable

and effective

government

could start to
repair the
damage, but
concerted
efforts will

be needed

treat rulesas only applying to others —
including the readiness to trample on
domestic or international law in the
messy efforts to agree an EU withdrawal
deal. The revelation of Downing Street
parties held during Covid lockdown left
voters feeling disrespected by govern-
ment — and ultimately ended Johnson’s
premiership. A third factor has been a
sense of declining competence of
government and the political system to
deliver on voters’ priorities.

Restoring stable and effective govern-
ment could start to rebuild trust. But
concerted efforts will be needed, for
example, to make party funding, and
the system of granting political honours
and seats in the House of Lords, more
transparent. Tighter controls are still
required on MPs’ second jobs, and their
business and lobbying activities after
they leave parliament. If Labour wins
the election, repairing what the NCSR
called Britain's “broken politics™ will be
among the hardest — but most impor-

tant — of all the tasks it will face.
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The eternal lure of
the tax-like policy

Ewan Whte

Stephen
Bush

n the 1998 episode of The
Simpsons, “Trash of the Titans”,
Homer Simpson is elected to
the vital role of sanitation com-
missioneron a startlingly popular
slogan: “Can’t someone else do it?”

The result is disaster: in the end,
Simpson is forced from office and the
whole city has to relocate five miles
away to escape the uncontrollable
mounds of trash that his ill-starred
administration has left behind.

The episode is often hailed as an
allegory for populist politics: a predic-
tion of the political style of Donald
Trump ahead of the fact. But “can’t
someone else do it?” is also a message
that appeals to mainstream politi-
cians, particularly when it comes to
increasing taxes.

In the UK, when New Labour
chancellor Gordon Brown partially
reversed the country’s transformation

| aking this approach
can encourage
governments to
fall asleep at the wheel

into a low-tax society, his primary
instrument was fiscal drag, whereby
freezing tax thresholds increases
people’s taxable income without taxes
having to be raised. Standing up and
announcing a tax rise is more politi-
cally painful than just letting rising
wages do the hard work for you. Fiscal
drag has also been the principal way
in which Rishi Sunak has increased
taxes, both as chancellor and as prime
minister.

The other preferred instrument for
politicians not wanting to do the hard
work of increasing taxes themselves
has been the introduction of “tax-like”
policies. The most widespread exam-
ple of this is water rates — almost
every country has a water company,
whether a private entity or a national-
ised one, that charges households
and businesses to provide them with
water. Just like a tax levied by the
state, these charges are an inescapable
part of life. I’he most successful exam-
ple is mandatory health insurance —
the preferred lever for most states
that provides healthcare that is free
at the point of use is to require perm-
anent residents to purchase health
insurance. The highest prolile British
example is tuition fees, which operate
as a capped, income-contingent grad-
uate tax.

Tax-like policies have plenty of

advantages: in healthcare, social
insurance models tend to have higher
productivily, the money in them goes
further, and it makes their funding
less subject to changing political
winds. There is also a policy dividend
to be had in hiving off most healthcare
funding decisions away from argu-
ments within government about
what to fund. Since, unsurprisingly,
healthcare is really important to most
voters, health spending will outcom-
pete other spending priorities.

The UK is a good example of that:
over the past 14 years, the only
spending departments not to experi-
ence real terms cuts have been health
and the Home Office. But the result
has not produced good healthcare
outcomes or a politically content
population. Tuition fees have also
produced a degree of politically useful
ringfencing because they mean
that universities have not had to
compete against other, more widely
used parts of the education system,
like schools.

But tax-like policies also come with
downsides and risks. Shunting off
the politically difficult challenge of
actually raising money via water rates
means that central government avoids
being on the hook for rate rises and
for infrastructure decisions. But it can
also encourage the government to
fall asleep at the wheel when it comes
Lo ils own conlribution: in the UK,
privatising the water companies and
cutting local government out of the
picture has resulted in governments
not building enough to maintain water
supplies or regulating the companies
that are tasked with providing clean
water reliably.

Raising tuition fees overnight has
made it as politically difficult to
increase them in line with inflation as
it is to raise taxes. And while tuition
fees have not changed how students
behave, they may well have contrib-
uted to unwelcome changes in how
universities operate — acting like busi-
nesses, investing in fancy buildings,
prioritising the demands of their
customer base over staff research,
and generally recreating the least
attractive features of capitalism in an
academic setting. Social insurance
models on the whole are better at pro-
viding healthcare, but introducing
them still requires a government that
is brave enough to make voters bear
upfront costs.

The real risk of tax-like policies
is that governments see them as a
way out of the tricky obligations
that come with proper taxes — a ruse
that means they don’t need to worry
about maintaining the water system,
funding education or having tough
conversations with the eleclorate
about how better public services need
to be paid for.
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Public service broadcasters join forces on streaming platform

These are big weeks as we come
together for shared national moments
— political and sporting. People from
all corners of the UK will turn to their

trusted public service broadcasters for
reliable news.

As leaders of the country’s main
PSBs, we are acutely aware of our role
in the provision of such information
and the trust our audiences place in us

(“The "24 election won’t be won by a
tweet, but here’s some data anyway”,

FT Alphaville, FT.com, June 20).
That trust is based in our duty to be
providers of accurate, impartial and

fact-checked news, but also our
broader duties to the UK. Our industry
is changing fast. While people watch
more television than ever, they do so in
different ways and on different digital
streaming platforms.

As more and more viewers turn to
the internet for their information and
entertainment, we are conscious of the
need to preserve the social good
television does, particularly at
moments of national importance.

To adapt our role and continue in our
duty, we — who are normally
competitors — have co-operated to

produce a new streaming platform
called Freely. We believe Freely will
help ensure that in the increasing
number of homes that get their
television only through the internet,
British audiences will still have the

easiest possible access to free, relevant
and homegrown programmes.

It will ensure that live programming
and on-demand services are freely and
easily available in digital-only homes.

In an internet world dominated by
global players, Freely will put British
content at the heart of free-to-air TV
for the streaming age. UK P5Bs will

continue to play a vital social role in
providing programmes that reflect
Britain as it is, that stimulate our
unmatched creative economy and that

serve all our people rather than just
those who can afford it.

Tim Davie

Director-General, BBC

Carolyn McCall

Chief Executive Officer, ITV

Alex Mahon

Chief Executive Officer, Channel 4
Sarah Rose

President, Channel 5 and UK Regional

Lead, Paramount

Presidential debate is a
high-risk gamble for Biden

Perhaps unlike Edward Luce (Opinion,
June 20), I am old enough to remember
the Carter-Reagan debate of 1980.
Jimmy Carter was widely understood
to be a nearly certain loser despite
deceptive public polling. Indeed, Carter
campaign strategists agreed to debate
only because they were desperate. The
debate may have converted a likely loss
into a landslide but it did not change
the outcome. Similarly, the Biden
campaign would not have given Donald
Trump a prime time nationwide
platform for his election lies unless
they were in serious danger of losing
otherwise. Joe Biden'’s position may be
less dire than Carter’s but this debate
remains a high-risk gamble.

Robert Denham

Oakland, CA, US

Here's the first question

moderators should ask

With the first US presidential debate
on Thursday, we can only dream of
how amusing it would be if the opening

question was simply, “Sir, who do you
believe won the 2020 presidential
election?” A one word answer from
Joe Biden and who knows what from
Donald Trump?

Bernard Kerrison

Boca Grande, FL, US

Positives of having a lower
birth rate are rarely cited

As early as 1982 German novelist
Guinter Grass in Headbirths, or, the
Germans are Dying Out pointed out that
the developed world — ie the countries
most able to care for children — was
experiencing declining fertility rates
compared with the developing world
(“Rich countries’ birth rates fall to
record low”, Report, June 21).

Since then concerns have been
regularly raised over declining tax
revenues, the funding of pensions, the
costs of caring for the elderly, manning
the armed forces, maintaining
education systems, and the slower
growth in our gross domestic product.

Rarely, if ever, are the positives cited,
namely the environmental benefits of a
smaller population, the lower pressure
on infrastructure and the affordability
of housing, particularly for the young.

A Japan of 100mn inhabitants will
emit less carbon, have fewer traffic
jams, have bigger apartments — the
Japan Self-Defense Forces will use
more robots and more artificial
intelligence and, who knows, maybe

even achieve a higher GDP per capita.
What's not to like?

Edward Plumbly
Northaw, Hertfordshire, UK

Are there no limits to
Farage's chutzpah?

Is Reform UK leader Nigel Farage’s

chutzpah a bottomless pit? He claims

EU expansion emboldened Russia’s

Vladimir Putin to invade Ukraine. In

fact, it was in part the EU’s contraction,

thanks to Farage’s beloved Brexit.
Putin knows that when we are

divided, we are weak.

Andrew M Rosemarine

International Law Chambers

Salford, Greater Manchester, UK

OPINION ON FT.COM

UK listing reform is too important to be
stalled by small stakeholders

Corporate governance bodies and
pension funds are mounting a
co-ordinated, last-ditch bid to thwart
changes to dual-class share structures,
writes Craig Coben

www.ft.com/alphaville
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Building
blocks are laid
for Detroit's
architectural
renaissance

by Patti Waldmeir

ome buildings are more

than just marble and

masonry. That’s certainly

Lrue in Delroil, a cily

brought to its knees by rust-
belt decline, which is resurrecting two
of its most important architectural
landmarks to build on the ashes of its
former glory.

Detroit’s two most powerful
automakers, Ford and General
Motors, will anchor the iconic new
properties: the meticulously
renovated 18-storey Beaux Arts

Michigan Central Station, and
Hudson’s Detroit, on the site of what

was once the world’s tallest
department store.

GM will move its global
headquarters next year to Hudson'’s,
a 12-storey office building next
to a 45-floor hotel and residential
skyscraper on the demolition site of
the elegant emporium I used to visit

with my grandmother in the 1960s.

And by 2028, Ford will move 2,500
employees to a 30-acre innovation
campus centred on the station, where
my late father worked as a baggage
handler in the 1940s. It was built in
1913 and designed by the architects of
New York's Grand Central Station.
Buying the abandoned building in
2018, renovating it and developing the
campus has cost Ford $950mn.

For decades after it closed in 1988,
Michigan Central Station was a post-
apocalyplic symbol of urban decline,
a magnet for “ruin porn” tourists. Bill
Ford, the company’s executive chair
and great-grandson of the founder,

called it the “place where hope left”.

Fel3000ft, an artist who grew up
painting graffiti in the gutted station,
remembers saplings growing out of
the floor. “It was like life after people,
the light was perfect because all the
windows were blown out,” he told me.

Ford pumped 3.5mn gallons of
water out of the basement and
reopened a decades-closed quarry to
obtain the right shade of limestone
for the restoration. The result is an
elegant, ornate monument to Detroit’s
glory days — and may eventually have
a restored rail service. But Ford also
tried to preserve some of “the scars
that tell us where we’ve been”,
including a bullet hole in one pillar
and some of the graffiti, Ford’s Dan
Austin, a local architectural historian,
told me during a tour.

Urban planning and real estate
experts ask whether post-pandemic
Detroit can fill the two new

landmarks. Perhaps ominously, the
top five floors of Michigan Central

were never completed even during
Detroit’s heyday, Josh Sirefman,
Michigan Central chief executive, tells
me. Ironically, Ford’s last big bid to
revive Detroit, the futuristic 1976
Renaissance Centre, is the same
building now being vacated by GM.
GM bought it in 1996. No one knows
what will happen to it now.

Detroit is facing a post-pandemic
work-from-home crisis: in May, daily
downtown workers averaged only
33,464, half the 66,589 in February
2020, says the Downtown Detroit

Partnership. On a recent Iriday, I was

able to jaywalk at every red light due
to lack of traffic. Pavements were
empty and free parking was ample.
Bul Mary Culler, chair of Ford’s
Michigan Central Station project, tells
me it is “not a traditional real estate
development, it’s a much bigger
vision”. Bill Ford hopes it will be a
“talent magnet”. Ford aims to attract
2,500 outside jobs as well, to make the
30-acre campus an innovation hub for
new mobility and other technologies.
Kofi Bonner, CEO of Bedrock, the

Hudson’s developer, believes the tide
has begun to turn for Detroit, telling

me that “for the first time in recent
history Detroit has gained population
downtown”, with a year-on-year gain
in July 2023, the first since 1957.
Hudson’s and Michigan Central are
helping rebrand Detroit, he says.
Buildings create civic pride and make
people want to live there.

This has been a good year for
Detroit: its football team nearly won a
championship spot; then it broke
attendance records for hosting the
National Football League draft. But
those aren’t things Detroiters can
point to out of their window. Nothing
beats a glittering skyscraper, or a
Beaux Arts gem, to drive by every day.
Will Hudson's and Michigan Central
catalyse a wider Detroit recovery? It’s
too soon to say. But both have been
brought back from the dead. This
Detroiter never thought I'd live long
enough Lo see that happen.

The writer is a contributing columnist,
based in Chicago
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ECONOMICS

Andy
Haldane

bscured from view by

political sloganeering, an

ideological war is quietly

being waged on both

sides of the Atlantic. This s
a conllict about how best Lo design and
execute policies to boost medium-term
economic growth. Welcometo the battle
of the supply-siders.

For most of the past half-century, the
supply-side agenda of economic policy
has been owned by the political right in
the UK and US. The intellectual seeds ot
this revolution were sown in the early
1970s by tree-market economists-cum-
philosophers such as Friedrich Hayek
and Milton Friedman. They were
watered by the Great Inflation of the
1970s which laid bare the shortcomings
of demand-oriented Keynesian policy

The electoral battle for the supply side

in the face of adverse supply shocks.
Indeed, the work of Friedman and oth-
ers suggested that supply-side stimulus
was the only sustainable, non-intlation-
ary, recipe for medium-term growth.

This policy revolution then swept all
before it under Margaret Thatcher and
Ronald Reagan. Its twin pillars were
tight money (to keep a lid on demand
and inflation) and low taxes (to unlock
incentives to invest and work). Cour-
tesy of the Laffer curve, some believed
tax cuts might even pay for themselves.

The pendulum has swung decisively
during the 21st century. Unprecedented
state intervention followed the global
tinancial crisis, pandemic and cost of
living crisis, causing taxes to rise. None-
theless, as elections have neared and
a second great inflation has befallen
us, a tax-cutting, supply-side agenda
hasre-emerged on the political right.

In the UK, recent budgets by the
Conservative party have seen rises in
tax allowances to encourage business
investment and cuts to national insur-
ance rates to encourage people into
work. The party’s recent manifesto cen-
tred on a carrot-and-stick combination

of large-scale cuts to both benetits and
taxes to reinforce work incentives.
There is little doubt that the current
growth malaise is rooted in supply-side
problems — a slowing in both product-
ivity and workforce growth, caused by

ageing populations, years of under-
investment and fractured global supply

chains. What does not follow is that

Well-targeted industrial
xll‘dlt{;‘jica have been
successful in revitalising
more and more countries

the earlier tax-cutting prescription
is appropriate now.

There is another way, which the pol-
itical left in a number of countries is
pursuing with vigour. In the US, Janet
Yellen’s “modern” supply-side agenda
has resulted in blockbuster industrial
strategy programmes. On most eco-
nomic criteria, these have been an
astonishing success. Many millions of
new US jobs have been created since

2019, economic growth has exceeded
the G7 average and productivity growth
has bucked international trends.

This modern supply-side agenda is
now the centrepiece of the UK Labour
party’s manifesto. Industrial strategy
is its foundation stone, supported by an
array of new institutions and quangos —
Great British Energy, Skills England,
the National Infrastructure and Service
Transtormation Authority and a
National Wealth Fund.

The contrast with 1970s-style supply-
side policies could scarcely be starker.
Then, the measures were narrow and
fiscal. Now, they are broad and struc-
tural. The strength of the evidence base
isincomparable. There is not a scintilla
of proof that tax cuts, by themselves,
would be sufficient to shift work and
investment incentives. The many other
barriers to people working (such as
poor skills) and businesses investing
(such as weak infrastructure) are now
more important. As for the Latter curve,
evidence is flimsier than the napkin on
which it was first sketched.

Effective modern supply-side policies
focus on lifting those barriers to work

and investing at source. The popularity
of industrial strategies in doing so has
exploded. These measures are no quick
tix. Nor do they guarantee success —

there are as many bad as good examples

and a quangocracy does not a growth :

plan make. But the body of interna- :
tional evidence suggests well-targeted :

industrial strategies have had success in

revitalising the supply side in a growing
number of countries. In some, such as :

South Korea and Singapore, they have
generated something approaching a :

supply-side miracle.

It would be naive to think this year’s
elections in Britain and the US will be
a battle of economic ideas won, 1970s-
style, by the party whose policies boast :
the greatest conceptual coherence and
. government will cut it. Unlike many
i other manifesto promises, this one will

empirical support. But dare to dream.
For if the scales of electoral justice were

to be tipped decisively by economic :
. tions for work and study are down
¢ 30 per cent this year already, while emi-
gration is rising. Applications for work
: visasin the health and care sector have

evidence, we would witness a centre-left
landslide on both sides of the Atlantic.

The writer, an FT contributing editor,

is chief executive of the Royal Society of
Arts and former chief economist at the
. Onlyin avery narrow sense. The impact
. of the pandemic and its aftermath on
. the UK’s labour force, in particular the

Bank of England
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France could
trigger the next
euro Crisis

GLOBAL AFFAIRS

Gideon
Rachman

Y

ur Furope is mortal, it can

die,” warned Emmanuel

Macron in late April. Who

knew that just a tew weeks

later France’s president
would set about proving his point, by
calling a snap election that threatens to
plungc the entirc EU into a potentially
mortal crisis?

At present, global attention is focused
on the immediate political dramas in
France. The first round of voting will
take place on June 30. The far-right
Rassemblement National currently
leads in the polls, with the New Popular
Front, a coalition dominated by the
far left, in second place.

At best, a parliament dominated by
the political extremes would plunge
France into a period of prolonged insta-
bility. At worst, it would lead to the
adoption of spendthrift and nationalis-
tic policies that would swiftly provoke
an economic and social crisis in France.

A French meltdown would rapidly
become the EU’s problem. There would
be two main transmission mechanisms.
The first is fiscal. The second is diplo-
matic.

France is in a financial mess. Public
debt is 110 per cent of GDP and the

current government ran a budget deficit
of 5.5 per cent last year. Both the far
right and the far left are committed to
big spending increases and tax cuts that
would inflate the debt and deficit, while
violating EU rules.

Bruno Le Maire, France’s finance
minister, has warned that victory for
either of the extremes could lead to a
debt crisisin France, and supervision of
the country’s finances by the IMF or the
European Commission. Le Maire has
pointed tothe reaction to the Truss gov-
ernment’s “mini” Budget in Britain, to
underline how quickly markets can
turn against a reckless government.

In rcality, a French fiscal crisis could
be worse than Britain’s tryst with Liz
Truss. In the UK, there was a mech-
anism to sack Truss quickly and to
restore rational government. That task
would be much more difficultin France,
where the far right and the far left have
well-established leaderships and donot
have more cautious, reality-based poli-
ticians on the sidelines.

The second major complication is
that France is one ot the 20 countries
that use the European single currency.

What would happen if the risk pre-
mium on French bonds soared? The EU
now has mechanisms to step in and
intervene with bond purchases. But
would Brussels or Berlin be willing to
agree to such a move, it the crisis had
been provoked by unfunded French
spending pledges? The German govern-
ment is currently struggling to find
savings of billions of dollars in its own
national budget. Why would it counte-

nance a bailout for a spendthrift France?

The French tar right and far lett are
also deeply Eurosceptic — and are
already railing about diktats from
Brusscls and cxpressing hostility to
Germany. The RN’s electoral platform
talks of a “profound and irreconcilable
divergence” between the world views of
France and Germany. Jordan Bardella,
who is likely to be the RN’s candidate
for prime minister, recently threatened
to cut France’s contribution to the
EU budget by €2-€3bn a year.

During the Greek debt crisis, which
lasted for the best part of a decade, defi-
ance of the EU from Athens was ulti-
mately overridden by thethreatto expel
Greece from the euro — a move that
would have destroyed the value of
Greek savings. But expelling France

The far right and far left
are railing about diktats
from Brussels and showing
hostility to Berlin

from the euro — or the EU itself —is all
but inconceivable. The entire European
project has been built around the
Franco-German couple since the 1950s.

It is much morc likcly that France
would stay in the EU and single cur-
rency, but act as a spoiler. That would
wreck European cohesion and stability,
at a time when the EU is struggling to
pull together in the face of the threat
from Russia.

Unless Macron resigns, he will con-
tinue to represent France at interna-
tional summits and EU meetings. But,
barringa last-minute swing in the polls,
the French president is likely to emerge
from these elections as a diminished
figure. Some of Macron’s European col-
leagues might quietly enjoy the specta-
cle of “Jupiter” being humbled. But the
overall impact on Europe of a dimin-
ished and angry France would be grim.

The initial instincts of the RN would
be to confront Brussels in the name of
French sovereignty. But the far right’s
leaders have shown some awareness in
recent years that hardline Euroscepti-
cism can scare and alienate the voters

Low migration
TSRS an

economic doom
loop for the UK

Jonathan
Portes

epending on which ol the

main parties’ manifestos
you read, immigration to

the UK is either too high or
much too high and the next

almost certainly be kept. Visa applica-

fallen by an astonishing 75 per cent.
Good news for a Labour government?

. rise in the number of people out ot work
. because of sickness and disability, has
. been well publicised. Less obvious has
. been the extent to which this has been
. offset by migration, withrecent arrivals
i both much younger and more likely to

- i work than the resident population.
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and the markets. After losing the 2017
. political and economic doom loop.
. Tighter migration policy makes it
. harder to finance and staff public
confrontation with Brusscls and Berlin
: that when centrist governments impose
. austerity in response to such constraints
instincts. Alternatively, the realities of :
and tar-right parties, which blame
: the impacts of austerity on both immi-
. grants and the “elites” in power.

to the economic crisis in France in the :

presidential election, the RN quietly
dropped its talk of leaving the euro.
An economic crisis —combined with a

— might lead the RN to fall back on its
nationalistic and confrontational

governing might force it towards
accommodation with the EU.

Those with long memories can point

early 1980s, when a Socialist govern-
ment attempted to implement a radical,

led to therise of Jacques Delors, tirst as
an Commission.

president of the Europe

matic advances in European integration
and the launch of the single currency.

bet against the EU’s ability to overcome
mortal-looking threats,

gideon.rachman(@ft.com
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Daniel
Yergin

he coming US presidential

election is one in which

prices matter a lot. The

inflation rate has dropped

dramatically in these past
two years of the Biden administration;
yet it and the economy still rank as the
top issues for voters. And the price that
now matters the most is that political
perennial — the one at the petrol pump.
It is where presidential politics collides
with theglobal oil market.

Just two months ago, in mid-April,
the prospect of direct contlict between
Israel and Iran led to world oil prices
spiking to over $90 a barrel, with fears
of worse to come. But the geopolitical
premium quickly receded, and there
was no major disruption of supply. The
market adapted to the remapping of
Russian oil trade under western sanc-
Ltions resulting from the war in Ukraine,

Petrol prices may still pose problems for Biden

as well as the rerouting of tankers owing
to Houthi attacks in the Red Sea.

Meanwhile, demand has not been as
strong as anticipated and high interest
rates have been weighing on consump-
tion. On the supply side, the surge of oil
trom the western hemisphere — led by
13.2mn barrels a day of US production —
continues to flowinto the market.

By the beginning of this month, oil
exporlers were looking al Brenl prices
that had started to fall into the high
$70s, with the prospect of going lower.
In response, on June 2 OPEC+ decided
to roll over its almost 6mn barrels a day
of agreed and “voluntary” cuts, with
a gradual increase scheduled to begin
in October.

In the weeks since, oil prices have
rebounded, to the mid-$80s. And they
could certainly go higher with the
summer increase in demand, as motor-
ists take to the road, and the risk grows
of an Israel-Hizbollah war that could
draw in Iran. On top of that, the onset of
hurricane season adds the danger of
a major storm disrupting the huge oil
complex in the Gult of Mexico and
along the Gull coasL.

Political incumbents get blamed for
higher petrol prices, even if their influ-
ence is limited; and they try to do some-
thingabout it. In September 2000, with
vice-president Al Gore and Texas gover-
nor George W Bush locked in a close
race and oil prices at a ten-year high, the
Clinton administration released oil
from the Strategic Petroleum Reserve.

Political incumbents
take the blame for higher
fuel costs, even if their
influence is limited

During the 2012 election year, when
prices at the pump hit $4 a gallon, Pres-
ident Barack Obama travelled to
Oklahoma where he, in effect, dedicated
the southern part of the Keystone pipe-
line system, making sure to add: “My
administration has approved dozens of
new oil and gas pipelines.”

But the Biden White House has made
tar more use of the Strategic Petroleum
Reserve Lthan any previous adminis-

tration. It began releasing oil in Novem-
ber 2021, three months before Russia’s
full-scale invasion of Ukraine, when
prices were rising quickly with the
post-Covid rebound in demand. The
purpose, said the president, was to help
solve what he called the “problem of
high gas prices”. The administration
subsequently released much more
when the war in Ukraine created an
upheaval in global oil markets. Alto-
gether it has drawn down over 40 per
cent of the total supply that was held in
the reserve when the administration
began. It has, however, recently been
gradually adding back some supply.

What tools does the administration
have to respond to rising prices in the
global oil market? The most obvious is
turther releases from the SPR. Another
option is to reach out to Saudi Arabia
to put more oil back into the market.
Riyadh may want to avoid undermining
the OPEC+ framework that it has built.
But it has also emphasised being respon-
sive to changing market conditions,
and it is clearly keen to advance the
potential US-Saudi strategic partner-
ship that is under discussion.

A further option would be to allow
more flexibility in the production and

distribution of the different summer :
: immigration and that there is nothing
. that can be done tochange that is false.

as they have betore, but that would be :
¢ mendably clear that growth, if not the
. answer to all the UK’s economic prob-
: lems, is a necessary precondition for
. reversing them and that there are no
. easy answers or short-culs. One essen-
. tial part of long-term growth strategy —
begin to approach $4 a gallon that :
. planning and infrastructure and much
: more — is amanaged but also open and
the summer and into early autumn if :
crude oil prices go up. Any president :
: Uncertainty resulting from frequent
to damp down the cost of petrol in
has undermined business contfidence
: and investment inthe UK. Labour needs
. to explain — and soon — that immigra-
. tion is not the problem, but one part of
administration to prevent prices at the :

grades of petrol. Some in Congress will
inevitably urge banning petrol exports,

deeply damaging to the credibility of
theUS as areliable energy supplier.

The most recent national petrol price
is around $3.45 a gallon, which a top
Biden adviser recently called “Loo high
for many Americans”. It is when prices

the political heat really begins to rise.
And they could well get there over
running for election would be striving
an election year.

But at a time when prices in general
are at the top of voter concerns, it will
certainly be a key priority for the Biden
pump from flowing into the ballot box.

author of ‘The New Map: Energy, Climate,
and the Clash of Nations’

~ : There are well over a million more
| | people born outside the EU working in
. ¢ the UK thanbefore the pandemic.

A sharp fall in migration will there-

: fore be a drag on both growth and the
¢ public finances. The Office tor RBudget
. Responsibility estimates a “low migra-
. tion” scenario would push up the deficit
. by £13bn at the end of the next parlia-
: ment, even after taking account of
. the reduced need for spending on
. public services. That’s twice as much as
Labour’s modest tax increases would
. raise. And it does not take into account
. the implications for the NHS and care
. sector workforce.

But leaving aside narrow fiscal arith-

A sharp fall will be a drag
on growth and public
finances, with implications
for the NHS and care sector

metic, the bigger risk tor Labour is a

scrvices. There is convincing cvidence

it in turn drives support for populist

Meanwhile, restrictions on legal

: migration can also lead to an increase
i in the demand for migrants without
leftwing agenda. That crisis ultimately
- in “uncontrolled” migration further
French finance minister and then as :

authorisation to work. Visible increases

undermine the government’s credibility

. onmigration issues.
In Brussels, Delors pushed forward dra-
. continental Europe for a decade, where
. neither marginalising the populist right

History is unlikely to repeat itself in :
quite the same way. But decades of :
experience suggest that it is amistaketo :
: and appeasement demonstrated by
. much of the current Conservative party
. leadership towards Nigel Farage and
: Retorm UK doesn’t give much conti-
. dence that we will do better.

We've seen versions of this across

nor co-opting them or their policies
have so tar been successtul for main-

stream political parties. The vacillation

So the challenge for mainstream poli-

. ticians, and indeed economists, is to
: break the doom loop. That means not
. ignoring theimmigrationissue nor offer-
. ing watered-down versions of populist
. “solutions”. Thereis a window of oppor-
. tunity here. In the past decade, the UK
. public’s attitudes to migration and espe-
¢ cially its economic impacts has become
i more positive. The idea that the vast

majority of the British publicis hostileto

Meanwhile, Labour has been com-

alongside education and skills policy,
flexible migration policy.
What does that mean in practice?

policy change over the past few years

the solution.

: The writer is a senior fellow of the
The writer is vice-chair of S&P Global and
. professor of economics and public policy
i al King's College London

think-tank UK in a Changing Europe and
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tale of a bike ride gone awry

convertible bond

issuance in 2021 was

supposed to be rocket

fuel for the exercise bike

maker Peloton. Another
such issuance last month looks more
like a life raft. In the three years
between these deals, Peloton’s
prospects have faded while interest
rates have jumped.

The appetite for these instruments
that combine a fixed income security
with an equity option has picked up
again, thanks to the specialist hedge
funds that go long and short in the
various components to capture
pricing inefficiencies and lock in
riskless profits.

Chinese groups including Alibaba
and [D.com have found huge demand
for convertible bonds among US
investors this year, raising billions of
dollars. MicroStrategy, the software
company turned cryptocurrency
speculator, has sold more than $1bn
in convertibles to buy more bitcoin.
But Peloton itself may present the
most intriguing opportunity.

The terms of the two Peloton
convertibles tell the tale of the
company and the change in market
conditions. In 2021, Peloton shares
were trading near an all-time high.

The company raised $1bn in cash
by selling just a potential 1.4 per cent
of the company shares at a 60 per

‘ US convertible bond ‘
issuance has picked up
Sbn
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cenl premium Lo its already inllated
stock price. Peloton had so much
negotiating clout that the bond
component paid no interest to
holders, nor was it issued with any
original issue discount. The
company’s prospects plummeted in
2022 and the share price never came
close to ever putting the equity
option in the money.

The latest convertible could not be
more different. To raise $350mn,
Peloton had to pay an annual cash
interest rate of 5.5 per cent. The
equity option becomes exercisable if
the stock trades at just $4.58. The
2021 convertible went in the money
at $239 a share. The shares
underlying the latest convertible then
represent a staggering 17 per cent of
Peloton's total share count.

In other words, Peloton was
desperate for cash and if there is even
a modest turnaround, the new
convertible holders will be in line for
a windfall. And if not, they will at the
very least clip a decent coupon.

A regular leveraged loan or junk
bond offering would prove too costly
for Peloton. A convertible allows it to
at least sell dilutive equity at a decent
premium to current market prices.

I'hree years ago feels like ancient

history. But Peloton hopes that some
clever financing can forestall its final

chapter.

delaying Europe’s
real estate bust

Distress in US real estate markets sent
shares in Deutsche Pfandbrieftbank
(PBB) to a record low this year. Its
reaction is both more and less lending
into struggling property markets. The
specialist lender has been selling assets
to cope with rising loan to value ratios.
But, hoping to make up for a shortfall
in new lending, it is also talking to
investors about raising up to €500mn
for an inaugural private credit fund.

As banks rein in their commercial
real estate exposure, borrowers are
turning elsewhere. PEB thinks it can
help plug the [inancing gap by
funnelling pension and insurance
capilal into senior real estate debt.
Meanwhile, sales of real estate bonds
have boomed this year. The resull is
that even distressed borrowers are
managing Lo raise [unds [rom privale
lenders at the right price.

Debt capital market volumes in
European real estate have rebounded
to €15bn in the year to date, says
Dealogic, about double what they were
for the same period last year. That is in
spite of the gloom hanging over
northern European property markets,
where excessive leverage and falling
valuations are biting.

Take PBB: its lending volumes fell by
a third in the first three months of the
year. Loan to value ratios continued to
rise, especially in the US: its average
LTV ticked up 4 percentage points to
68 per cent for its performing portfolio
of mostly east coast office buildings.

Corporate spreads tightening
Benchmark spread (basis points)
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book also rose to 54 per cent.

Bond markets scem morce than
happy to plug holes left by banks’
rctreat, with rents and occupancy solid
for many owners. Two-year notes
issued in May are currently trading at
a spread over government bonds of
220bp.

Compare that with refinancings for
Swedish social housing and healthcare
owner SBB, where loan-to-value ratios
remain elevated even after a period of
deleveraging. A private debt deal
struck in May with Castlelake was
priced at a benchmark spread of
375bp, which compares favourably
with a similar deal in February priced
at 500bp.

Investor appetite to lend at higher
rales has pushed down spreads this
year. In turn, that is helping Europe
exlend and pretend its way out ol a
more testing real estate bust.

It seems inevitable the
UK high street will fall
into ever fewer hands

Luxury goods groups such as LVMH
have long built empires by collecting
high-end brands. On UK high streets
and online, a small group of mid-
market houses are gaining ever more
dominance by different means.

Sports Direct-owner Frasers and
Next have been scooping up mid-
market brands such as Joules and Jack
Wills in recent years. Brands that
struggled as independent businesses as
costs soared can survive as part of a
wider group with warehousing,
distribution and ecommerce
capabilities. Both Frasers and Next
have also taken equity stakes in
retailers such as Currys and Reiss with
which they see tie-up opportunities.
Even Marks and Spencer now has a
third-party retail strateoy.

Frasers yesterday added toits brand
empire by acquiring ecommerce group
THG's higher-end goods websites,
including Coggles. I'he deal is part of a
wider partnership that will allow
Frasers to offer its “buy now, pay
later” and loyalty platform — Frasers
Plus — to 'I'HG’s customers.

This makes sense on several levels.
Financial services make up only a

outperform wider market

Share prices and index rebased
in pence terms
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fraction of Frasers’ revenues but it
hopes other retailers will follow THG in
adopting Frasers Plus. Finance
accounted for 18 per cent of rival
Next’s trading profits after funding
costs in its last [inancial year,
highlighting the potential that BNPL
could have [or Frasers even il il is a
crowded market. Frasers will also
benefit from THG’s logistics and
distribution capabilities in markets
such as Australia.

Frasers founder and majority
shareholder Mike Ashley was well
known for buying up slightly
outmoded sports brands such as
Everlast and Karrimor. His son-in-law
Michael Murray, who took over as
chief executive in 2022, has continued
that tradition but enhanced the
company s management of brands.

There have been some misses:
Frasers put the online luxury retailer
Matches into administration earlier
this year barely three months after
acquiring it. Its sometimes sporadic
stakebuilding has also confused
investors, particularly when it comes
to fast-fashion retailers such as
Boohoo. That is partly why Frasers,
which trades on a forward price
earnings multiple of Y times, looks
cheap compared with its peers. Next,
the sector darling, trades on almost 15
times. Frasers has also been trying to
address legacy governance concerns.

Other Frasers investments have
done rather better: shares in electrical
retailer Currys have gained more than
40 per cent since Frasers revealed its
holding in June last year. High street
consolidators have outperformed the
wider market in the past year. Expect
their shopping to continue.

is earning its billing
as the other SoftBank

Critics have long complained Prosus is
a one-hit wonder. Just a couple years
ago, the value of the Dutch technology
investor's stake in Chinese internet
giant Tencent was worth more than
$130bn, overshadowing the rest of its
portfolio. Now it has the numbers to
prove it has other tricks up its sleeve.

Prosus’ core earnings rose 34 per
cent to $5bn in the year to March. But
more impressive was its ecommerce
business, which excludes the stake in
Tencent, reported a full-year trading
profit of $38mn for the first time ever.

This business includes a portolio of
companies from delivery business
iFood in Brazil o digital payments
fintech PayU in India.

Prosus is controlled by Naspers,
South Africa’s answer to Japanese tech
investor SoltBank. Like SoltBank’s
success with its early investment in
Alibaba, Naspers has also built its
reputation as a stockpicker after taking
a stake in Tencent in 2001 for $32mn.

Two years ago, however, this
comparison came with mainly negative
connotations. Other investments
Prosus held looked weak compared
with Tencent. Its glaring discount to
net asset value, which swelled to as
much as around 50 per cent as the
value of Tencent soared, was
something SoftBank also shared.

Since then, while a discount remains,
Prosus has been narrowing the gap
through an open-ended share buyback
programme. It has sold down its stake
in Tencent from 26.2 per cent to 25 per
cent to fund the share repurchases.

Its portfolio is also growing. It has
more than 80 investments in food
delivery, fintech and edtech in fast-
growing markets such as in Europe,
India and Brazil. Group free cash flow
tripled to $524mn. Prosus’ shares are
up about a third in the past six months
with Naspers up 22 per cent as their
portfolio companies improved.

Meanwhile, Tencent’s performance
remains strong. A 34 per cent rally in
its shares in the past six months means
yet more capital that could be used
towards more share buybacks.

'I'hat could even leave space for
Prosus to join SoftBank in the frenzy to
find winners in artificial intelligence.
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Thirteen solutions are 14 Across and all
14 of them lack their definition

ACROSS

9

Race course? (9)

10 Age-related exams with time (5)

11 Land tortoise quietly left (7)

12 Music from the sphere and nothing
more (7)

13 Three from three (3)

14 Python star by airfields (11)

17 Chaps left terraced flats (5)

18 From the West (3)

19 Emergency call included leading
lifeboat officer (5)

D . . 53 21 Examiner can be seen in small warship
SESEEENEEEE SEap:
23 Row outside actors’ room, for starters
H B B H B ®
25 26 27 25 20 in darts — snooker success (3,4)
. - . . . - - . . . . . - 27 Went against holding international (7)
. . . . . . . 28 Being penniless, went to pieces (5)
29 So the umpire has product of mine (9)
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1 Parisian is accepted by fixed band of B "
Solution 17,770 JOTTER PAD players (6)
2 Female to inform furniture designer (8) YO U r a I | I b | t | O n
3 Tip-top bean stew. Enjoy it! G,7) ,
4 Nobody fails to finish (4)
S Noft those to disturb a Byrd’s nest! (10) .
& In the heart of Hardy country (4) C
7 A clergyman in mother’'s embrace (6) O u r C O n n e -t ‘ O n S
8 Recommends online marriage partners i
@)
i;ﬂ?;f::ﬁi::éﬁ;f e Choose the bank that connects you to worldwide
:fO)Used the riddle again, showing reserve Innovation hubs and international markets.
17 Match on TV — it’s experimental (4,4)
20 Visit the gents with relatives about We work in DaftﬂEl'Ship with founders and ieadership teams, dFﬂWiﬂg on
42.2) our deep sector expertise and international connections across the ecosystem.
22 Sort of parrot? Unlikely! (6) By understanding your nceds, we can help accelerate growth with bespoke
24 Small ruminant out East (6) debt and FX solutions.
26 Exercise on record (4)
zﬁfrstshz;?;;‘:;ﬂs ?z) Pressmen putting their heads together
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