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Full-time in the officeis not the only way

War warning

Middle East
clashes step up

A member of the Israeli security forces
stands guard at the site of a Hizbollah
strike in Kiryat Bialik, near Haifa, yes-
terday (left), while the pro-Iranian
movement mounts a show of defiance at
a funeral in Beirut (right).

Over the weekend the two sides
engaged in some of their fiercest
exchanges of fire since the start of
Israel’s war in Gaza. Israeli jets mounted
heavy bombing raids in southern Leba-
non while Hizbhollah fired rockets
towards the city of Haifa.

Thee attacks have fuelled fears hostil-
ities could tip into an outright land war,
and prompted the US to directly warn
Israel against opening a full-blown con-
flict with the Lebanese militant group.

“We don’t believe that escalating this
military conflict is in their best inter-
est,” John Kirby, the US National Secu-
rity Council spokesperson, said.
Hizbollah under pressure page 7
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European steelmakers press Brussels

to tackle a flood of Chinese exports

@ Beijing subsidies blamed e Price driven below cost of production e Plea for comprehensive tariffs

SYLVIA PFEIFER — LONDON
PATRICIA NILSSON — FRANKFURT
ANDY BOUNDS — BRUSSELS

European steelmakers have appealed to
trade officials to tackle a surge in Chi-
nese steel exports that has driven Euro-
pean prices below the cost of produc-
tion.

A new, comprehensive system of
tariffs is needed to address the market-
distorting effects of global overcapacity
and protect domestic manufacturers
battered by weak demand and high
energy costs, producers and Europe’s
main trade body told the Financial
Times.

China, the world’s largest producer of
steel, is expected to export more than
100mn tonnes of the metal this year,
more than any year since 2016. The

End of UK tax perk pushes
wealthy to look elsewhere

The looming abolition of the ‘non-
domiciled’ tax perk for wealthy UK
residents from overseas has spurred
many of them to seek fresh pastures in
Europe where they can safeguard
more of their assets from government
revenue collectors. Financial advisers
from Switzerland to Portugal and
Greece report a flood of inquiries,
although finding an alternative home

where the tax rules will remain
favourable may not be straightforward.

increase has already raised trade ten-
sions and prompted several countries to
introduce tariffs on imports.

Direct Chinese exports to Europe are
small since the introduction of safe-
guards on certain steel productsin 2018,
but the industry said it was suffering the
knock-on effects of higher imports from
elsewhere.

The volume of exports from China
was “huge”, said Genuino Christino,
chief financial officer at ArcelorMittal,

European Commission
needs to take bold
mecasurcs . . . to tackle the
root causes of the problem’

Europe’s biggest producer. He said the
industry was “back to the crisis that was
led by the high exports from China in
2015and 2016".

The flood of “subsidised, below-cost
Chinese steel exports™ threatened the
sustainability of Curope’s steel industry
and its low-carbon transformation, said
German steelmaker Salzgitter.

Russell Codling, director of marketing
and business development in the UK for
India’s Tata Steel, said current market
conditions were a “huge issue” for the
industry, especially with “demand on
the floor™.

“The [European) commission needs
to take bold measures such as a tariffica-
tion scheme totackle the root causes of
the problem, which are huge excess
capacities in China and other countries,”

said Salzgitter. Regulators should intro-
duce a more “global, tariff-like meas-
ure” to help European producers, which
were suffering the knock-on effects of
Chinese sales to other markets, said
Axel Eggert, director-general of Euro-
fer, thetrade body.

Europe’s existing safeguards had lost
their effectiveness and were unable to
absorb the volume of imports, he added.
“Chinese export prices today are below
production costs,” said Eggert.

Imports of flat steel products to the
EU rose 30 per cent in the first four
months of 2024, according to Thyssen-
krupp Steel, Germany’s largest pro-
ducer. That trend, along with poor
demand and high energy costs, was
“putting significant pressure” on the
European industry, the company said. It

Reeves to deny plan for austerity after
criticism of Labour’s gloomy rhetoric

GEORGE FARKER AND
MICHAEL O'DWYER — LIVERPOOL

Chancellor Rachel Reeves will today
attempt to counter claims she has been
talking the econamy down, telling the
Labour party conference there will be
“no return to austerity” and insisting

her Budget next month will have “real
ambition”.

Reeves and Prime Minister Sir Keir
Starmer have been accused of creating a
sense of economic gloom by warning of
the dire state of public finances and a
“painful” Budget.

Consumer confidence fell sharply in
September and last week Andy Hal-
dane, a former Bank of England chief

economist, said the government had
generated a sense of “fear and forebod-

“Theyre struggling to dig themselves
out of the depression ditch they've put
themselves in.”

In aspeech to party delegates in Liver-
pool, Reeves will try to paint a picture of
a brighter future. “I can see the prize on
offer, if we make the right choices now.
And stability is the crucial foundation
on which all our ambitions will be built,”
she will say.

Reeves has warned of tax rises but
will say: “There will be no returnto aus-
terity. Conservative austerity was a
destructive choice for our public serv-
ices, and for investment and growth.”

The rhetoric is intended to lift spirits
as the party’s first conference since it
entered government risks being over-

shadowed by internal disputes in
Number 10 and a controversy over

ment’s decision to cut winter fuel pay-
ments to10mn pensioners.

Reeves and Starmer will attempt to
reassure Britain’s company bosses that
they are still firmly on their side, but
they are facing increasing scepticism
from somc exccutives who have grown
concerned about the lack of positive
action fromthe government since it was
elected in July. A new investment minis-
ter has yet to be appointed.

Labour's strategy so far seems to be
“to prioritise growth and at the same
time undermine all the levers of
growth”, the chair of one of the FI'SE’s
10 most valuable companies told the
Financial Times.

Reeves will confirm plans for a new
industrial strategy, starting with agreen
paper around the time of the Budget.
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was also jeopardising investment in the
sector’s green transition, itadded.

The EU market was “pretty weak”,
said Bastian Synagowitz, global head of
steel research at Deutsche Bank, adding
that “imports arestill rising .

The EU already has more than 40
investigations into dumped or subsi-
dised Chinese goods exports of all types.

However, one commission trade offi-
cial said there was no appetite for a fight
with China on steel while Brussels was
trying to get member states to approve
tariffs on Chinese electric vehicles. That
process has already prompted trade
retaliation from Beijing.

The commission declined to com-
ment.

Rana Foroohar and Martin Sandbu

Opinion, page 21

» Zelenskyy to press Biden
for security guarantee
Ukrainian leader Volodymyr
Zelenskyy will press US President
Joe Biden for security guarantees
on a visit to Washington this week
as part of a plan to force Russia to
the negotiating table and end the
War.— PAGE 6

» Sri Lanka election shock
Neo-Marxist outsider Anura
Kumara Dissanayake has won the
Sri Lankan presidency, delivering
the nation’s biggest political upset
since it gained independence
from Rritain —PAGE &

» Scholz party set for win
The Social Democratic party of
Chancellor Olaf Scholz last night
seemed sel for anarrow victory in
German state elections in
Brandenburg, ahead of the far-

right AfD,— pAGE 4

» EU ammunition plea
Andrius Kubilius, the EU’s first
defence commissioner, wants
member states to stockpile
ammunition in order to prepare
the bloc’s arms industry for a

potential war,— PAGE 4

» Banks’ $1tn rates profit
US banks made a $1tn windfall by
failing to fully pass on to savers
the higher interest rates that were
kept in place by the Federal
Reserve for the pasttwo and a
half years.— paGge g

» Challenge to Google
Al-powered search engine
Perplexity has entered talks with
potential clients including Nike
and Marriott as it seeks to disrupt
Google's dominance of digital
advertising — PAGE 10

» HSBC’s Hong Kong woe
HSBC's exposure to defaulted
commercial property loans in
Hong Kongsoared almost sixfold
to more than $3bn inthe first half

of this year as the territory’s real
estate market slumped.— PAGE 8

» Childhood jabs fear

A UK government adviser has
called on ministers to tackle low
childhood vaccination rates after
data uncovered an “extremely
worrying"~ decline in their uptake.
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Infrastructure funding

NATIONAL

Labour’s £7bn UKIB pledge questioned

Lender has spent fraction
of the £22bn provided on

projects since its founding

GILL PLIMMER

The UK Infrastructure Bank has
invested a fraction of the £22bn of tax-
payers’ money made available since its

launch, even as the Labour government
has pledged to provide it with an extra

£7bn.

Since its founding in 2021, the UKIB
has invested £4bn of the funds on pri-

vate sector projects addressing climate
change or driving economic growth.

Despite MPs criticising the bank last
year for “reinventing the wheel” by
funding projects already backed by pri-
vate capital, the government in July
pledged the UKIB an extra £7.3bn via a
new National Wealth Fund.

Sir Dieter Helm, professor of econom-
ics at the University of Oxford, said it
was “hard to see how giving the infra-
structure bank an extra £7bn would
help it do betterthanit has in the past”.

Sir Keir Starmer’s new Labour admin-
istration has said it will use the NWF to
spur about £20bn of private investment
into decarbonising projects.

Rather than set up a separate NWF
institution, Labour said in July it was

giving the UKIB £7.3bn “so investments
can start being made immediately”. The
money is to be used for debt and equity
investments alongside the private sec-
tor, rather than funding projects itself.

The UKIB employs 245 permanent
staff under chief executive John Flint, a
former HSBC head. It has so far invested
at a slightly slower rate than the £1.5bn
a year initially expected and has drawn
criticism from MPs.

A House of Commons public accounts
committee report last year criticised the
UKIB, questioning whether it had a
“strategic view of where it best needs to
target its investments”.

The committee accused the lender of

“lacking a strategic vision” and ques-
tioned what the bank was doing that the
market wasn't doing already.

UKIB has also been criticised for
investing in third-party funds — in
effect outsourcing investment decisions
— such as a new infrastructure fund
managed by Octopus Investments.

Lord Aamer Sarfraz, a former Con-
servative party treasurer and former
chair of a cross-party group on sover-
eign wealth funds, said: “The UKIB has
been given too much capital too quickly
without having yet demonstrated the
capacity to source, execute and manage
investments at this scale.”

The £4bn deployed by the UKIB so far

has been used for debt, equity and guar-
antees on 38 projects, including sup-
porting the expansion of broadband in
rural Cumbria and developing a lithium
mine in Cornwall.

UKIB said the £4bn it had spent sofar
had drawn in £11bn of private capital.
“We will never invest where we are not
needed, nor will we crowd out private
investment — we make no apologies for
that,” it said.

The Treasury said: “The National
Wealth Fund will play an important role
in the government’s growth mission and
by deploying this funding through the
UKIB means investments can start
immediately.”

Dysfunction in the post-Brexit

system prompts businesses to

launch their own inspections

MADELEINE SPEED — KENT

At Provender wholesale plant nursery
in Swanley, Kent, employees are
unloading the first lorryload of goods
into anewly fitted large, biosecure barn,
established to carry out checks on prod-
ucts arriving from Europe.

Dysfunction in the post-Brexit border
system is prompting a growing number
of UK plant and food traders to try to set
up their own “control points”, where
products can be inspected, as an alter-
native to state-run facilities.

The move is an attempt to lower rising
costs and reduce friction around trading
with the EU, while side stepping delays
that have beset the government-run
inspection point in nearby Sevington.

“The way it's going is we're losing all
control,” said Stuart Tickner, head of the
nursery and of biosecurity at Provender.
“By becoming a contro! point, we bring
some of that aspect of control back to
us,” Tickner added.

Issues at the Sevington site, problems
with the border IT systems and the slow
roll out of a promised “trusted trader”
programme, have piled pressure on
businesses both sides of the border,
leading some suppliers to give up
exporting to the UK altogether.

The trusted trader programme, also
known as the Authorised Operator Sta-
tus (AOS), was designed to test the pos-
sibility of allowing regular importers to
carry out checks at their own sites,
rather than at a border control post.

The new post-Rrexit horder checks on
food and plant imports from the EU
were introduced in April by the previ-
ous Conservative government after sev-
eral delays.

Provender said it hoped to reduce
costs for its customers by establishing
its own control point and cutting the
common user charge (CUC) which com-

panies say is hammering the sector. But
building it was a “high risk strategy”

given confusion over the timing of the
border implementation plan.

Until a trusted trader scheme s fully
established, the nursery must use gov-
ernment inspectors to carry out physi-
cal checks on incoming goods.

The industry has long argued that
traders should be allowed to carry out

Border policy. Import delays

Traders seek to regain ‘control’ over EU goods

Control point:
Provender plant
nursery staff in
Swanley, Kent,
led by Stuart
Tickner, below,
check products
arriving from

Europe
Charlie Bibby/FT

their own inspections because many
already had the expertise needed to
meet specifications on fruits, vegetables
and plants.

Nigel Jenney, chief executive of the
Fresh Produce Consortium, said traders
were being forced to pay millions of
pounds in charges despite the industry
having the infrastructure needed to
carry out controls.

“They should have used theindustry’s
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facilities and expertise that already
existed and we would have readily
shared it,” he said. “It’s a problem of
their own making.”

Seafrigo, a refrigerated food logistics
company, was the first group to enrol in
the pilot scheme and set up a designated
inspection point. Mike Parr, chief exec-
utive of PML Seafrigo UK and Ireland,
said the scheme was crucial to ensuring
the flow of food into the UK.

But a decision on whether to take it
beyond pilot stage had been “pushed
down the road” since the idea was first
suggested three yearsago, he noted.

Businesses such as Seafrigo have
invested hundreds of thousands of
pounds into building capacity on their
own premises but cannot get enough
trade coming through in order to recoup
the costs because the government does
not provide enough inspectors. Those
who do come are unavailable overnight.

“It’s the only way that bringing fruit
and vegetables into the UK is going to
work. Sevington is too expensive and
too slow,” Parr said, adding he heard
regularly that hauliers were offered no

"They
should have
used the
industry’s
[acilities
and
expertise
that already

existed’
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facilities at the site. “If they come to us
we have everything in place for them.”

Currently 12 consignments of plants
are held up at Sevington, many of which
have been there for more than a week,
according to three people familiar with
the situation.

No one in the supply chain was told
the reason for the delays, according to
the Horticultural Trades Association.
By the time they were told the issues
stemmed from an outbreak of pests in
Italy, more shipments had arrived.

“We have made it clear that delays
like this with no communication are
completely unacceptable. They must
ensure that the industry has detailed
and timely communication in the
future,” the trade group said.

“Drivers don’t want to come to the UK
any more, they’ve had enough,” said one
customs agent, describing “inhumane
conditions” at Sevington, where drivers
have to wait for hours in a small room
without leaving with only a bottle of
water while their goods await inspec-
tion.

Some in the industry are pinning their
hopes on the government agreeing a
“veterinary deal”™ with Brussels that
could reduce or remove the need for
inspections and paperwork on most
plant and animal exports.

However, a deal could take years to
agree and implement, and in the mean-
time the UK’s reputation as a trading
partner has been damaged, the sector
warned.

Marco Forgione, director-general at
the Chartered Institute of Export &
International Trade, said the group had
heard from many businesses in the EU
that were preparing to stop trading with
the UK because of the increasing costs
and uncertainty.

“The true cost” for traders was “only
just beginning to materialise and would
impact the cost of living over the winter
months with price increases being
passed onto the consumer”, he said.

While moving controls from the bor-
der to the premises of a trusted trader
could cut waiting times and improve

biosecurity, it would not fix some funda-
mental flaws, traders said. These

included a lack of communication from
the government on why some goods are
flagged for checks and others are not.

“There still could be delays, but
at least the plants will be in an environ-
ment where they are cared for,” said
Richard McKenna, Provender’s manag-
ing director.

Development finance

Brownin
funding push

for global
education

LAURA HUGHES — LONDON
ANDREW JACK — NEW YORK

An innovative new funding mechanism
championed by former UK prime min-
ister Gordon Brown is to provide
$1.5bn in low-cost loans to improve

education in poorer countries around
the world.

The International Finance Facility for
Education (IFFEd) is set to launch what
it described as the largest one-off invest-
ment in decades to improve inadequate
schooling in response to global educa-
tion budget cuts.

The initial $1.5bn has been raised
through support from governments
including the UK, Sweden and Canada,
and from philanthropic and corporate
backers, who will offer guarantees to
underwrite a programme to disburse
new loans and grants through leading
multilateral financial institutions.

IFFEd has signed a first agreement
with the Asian Development Bank, and
is set to authorise a disbursement of
more than $100mn for this year. It has
approved 10 Asian countries for financ-
ing, including Bangladesh, India, Sri
Lanka and Vietnam. Talks are advanc-
ing with other backers and intermediar-
ies including the African Development
Bank and the World Bank.

Many lower- and middle-income
countries have cut education spending,
and the World Bank has warned of low
levels of basic numeracy and literacy —
notably in Africa — compounded by
further “learning loss™ driven by
pandemic-era school closures.

“The innovation is leveraging
guarantees to create
resources that will never be
created through loans alone’

An estimated 250mn school-age
children are currently not in class, with
800mn of the world’s 2bn children setto

leave education without any secondary
qualifications.

International aid is dominated by
health projects, while education repre-
sents just asmall [raction and countries
often struggle to demonstrate short-
term returns to donors.

Brown, the UN’s global education
envoy, told the Financial Times that the
“groundbreaking innovation” in inter-
national development finance had been
years in the making. He spoke after
IFFEd received an AAA rating from
credit agency Moody’s and was graded
AA+ by S&P.

Under the programme, multilateral
banks lend money to governments of
lower-middle-income countries at a
very low interest rate. This is in
exchange for commitments to invest the
money alongside existing domestic
spending on credible national education
programmes.

“People traditionally think of interna-
tional developmentin terms of grantsor

loans,” Brown said. “I think the trans-
formative innovation here is to think

not just of guarantees, but how you can

leverage guarantees to create the kinds
of resources that will never be createdin

the near future through loans and
grantsalone.”

Brown said the model was a "vehicle
that should be more widely used” in
other public policy areas, such as health.
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Healthcare

Ministers urged to tackle ‘worrying’ drop in childhood jabs

AMY BORRETT AND LAURA HUGHES

A leading government adviser has

called on ministers urgently to address
low childhood vaccination rates by

investing in frontline services after
data revealed an “extremely worrying”
declincin uptake.

Professor Sir Andrew Pollard, chair of
the Joint Committee on Vaccination and
Immunisation, said the government
needed to increase funding, especially
for frontline nurses and health visitors
with local knowledge.

“The system for mopping up those
who find it hard to access vaccination is
not currently robust enough,” he told
the Financial Times. “We have to get
this right, the future health of our chil-
dren dependsonit and even their lives.”

The warning comes after data pub-
lished by NHS England last week
showed that uptake of all 14 key child-
hood vaccinations has fallen over the
past year, with no vaccines meeting the
World Health Organization’s target of
95 per cent coverage.

The share of children vaccinated
against measles, mumps and rubella
(MMR) by their second birthday fell to a

14-year-low of 89 per cent in the year
ending March 2024.

The Health Security Agency last
month warned of a back-to-school
resurgence of measles after outbreaksin
London, the West Midlands and the
North West drove infections to the high-
est levels since 2012.

Pollard said the spread of measles was
a “red flashing warning light” that other
diseases would soon start spreading
without urgent action.

Dr Mary Ramsay, UKHSA director for
public health programmes, said disrup-
tion to healthcare during the Covid-19
pandemic and complacency had caused
vaccination rates to drop in England.

“While there is much focus on vaccine
hesitancy . . . it is not driving the long-
term decline we have seen in uptake,”
she said. “[It] is more likely a combina-
tion of some people being complacent
about the risk of some diseases, butalso
about people’s lifestyles and finding
time to ensure your child attends their
appointment.”

A 2023 survey by UKHSA found that
88 per cent of parents were happy with
the safety of vaccines for babies and
young children, although rates were

lower among ethnic minorities and peo-
ple from lower social grades.

Pollard said a lack of access was the
main reason for the decline, with par-
ents finding it difficult to find available
appointments and to travel to GP sur-
geries, especially if they have to take
multiple children on public transport.

He added that some communities
were unaware that vaccinesare free.

MMR vaccination rates were lowest in

Falling share of children in ‘
England vaccinated against

measles, mumps and rubella
MMR1 vaccine coverage

at 24 months (%)

6 World Health Organization target
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Source: NHS England

London, which is home to 17 of the 20

areas worst affected by measles out-

breaks. Hackney and the City of London
had the lowest uptake across all local
authorities in England, with coverage of
only 68 per cent last year, down from
88 per cent a decade ago.

Dr Gayatri Amirthalingam, UKHSA
immunisation deputy director, said
London had “an ethnically and socio-
economically diverse population and
health inequalities persist”.

She added: “The population is also
very mobile with many families moving
in and out of the city and between bor-
oughs, who may not immediately regis-
ter with a new GP.”

The NHS launched a vaccination
drive in December, promising to make
“booking ajab as easy as booking a cab”
and offering services in local venues
such as community centres.

The Department of Health and Social
Care said that NHS and GP practices
sent reminders to encourage parents
and carers of children not fully vacci-
nated to come forward, adding it contin-
ued to look at ways to boost vaccine
uptake further through community
pharmacists and health visitors.
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Starmer faces
conference test
over winter
fuel allowance

Two unions to debate and vote on decision
to remove payments from 10mn pensioners

JIM PICKARD AND LUCY FISHER
LIVERPOOL

Sir Keir Starmer will face a big challenge
to his authority at the Labour confer-
ence with a looming vote on the govern-
ment’s cuts to the winter fuel allowance
for pensioners.

Two trade unions on the left of the
party have secured time at the confer-
ence in Liverpool to debate and vote on
the prime minister’s decision to remove
the allowance, worth up to £300, from
10mn pensioners.

The vote pushed by Unite and the
Communication Workers Union could
come as early as today. It would not be
binding on the government, but threat-
ens to embarrass Starmer as the newly
installed prime minister battles to
reassert his authority in the wake of
controversies about gifts he and other
ministers have taken from rich donors.

Labour had hoped the annual gather-
ing would be ajubilant victory rally for a
party that is back in government for the
first time in 14 years.

Instead it has been overshadowed by
allegations of sleaze, criticism of
Starmer’s gloomy tone on the economy,
and bitter briefings about his chief of
staff.

The government unexpectedly
announced cuts to the winter fuel allow-
ance shortly after winning power in July
inan attempt to save £14bn a year.

The decision has made many Labour
MPs uneasy and 52 of them abstained on

CARRER

CHASING DREAMS SINCE 1963

a House of Commons vote on the policy
earlierthis month.

Some charity groups have warned
that the cut could leave large numbers
of pensioners vulnerable during the
coming winter months. The cut limits
the benefit to the poorest pensioners
who are entitled to pension credit.

Delegates at the Labour conference
may vote in support of the policy, but if
Starmer loses the vote it would be a
striking rebuke on a significant govern-
ment policy at his first party gathering
as prime minister.

Unite, which represents 1.1mn work-
ers across a range of industries, has pur-
sued a critical approach towards
Labour’s leadership since Starmer took
the helm of the party in 2020.

Sharon Graham, general secretary at
Unite, traditionally one of Labour’s big-
gest donors, scaled down the union’s
financial support ahead of the general
election.

She said yesterday that she wanted
Starmer to reverse the “cruel policy” as
quickly as possible.

“I'd like him to say that he’s made a
mis-step and to reverse that policy. I'd
also like him to say that we're not going
to take this country down austcrity
mark 2,” she told Sky News.

Unions unanimously backed a similar
motion at the recent Trades Union Con-
gress and together hold 48 per cent of
the votes at Labour conference.

Delegates at Labour conferenceeither
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represent affiliated organisations such
as unions or local Labour members in
each parliamentary constituency.

“We don't need many of the constitu-
ency delegates to join us to win the
debate,” said one union leader.

One government figure said the
debate over the policy had been
expected and said Labour would pro-
vide a boost to pensioners this year by
increasing the state pension.

The row comes as Labour has sought
to draw a line under a controversy over
gifts from wealthy donors including
Labour peer Lord Waheed Alli.

Yesterday deputy prime minister
Angela Rayner insisted she gave
“nothing” to Alli in return for a five-day
stay in a Manhattan apartment and
thousands of pounds of free clothing.

Rayner told the BBC as Labour’s

annual conference kicked off yesterday

| mm—

Chancellor
Rachel Reeves
and Prime
Minister Sir Keir
Starmer
applaud the
speech of
deputy PM
Angela Rayner
on the opening
day of the
Labour party
conference in

Liverpool
Charlie Bibbyw/FT

that politicians from all parties had
accepted gifts “for years” and that “all
MPsdoit”.

“I promised nothing and gave him
nothing in return,” she said of Alli’s
donations.

The media tycoon has given thou-
sands of pounds of gifts such as free
clothing to seven sitting cabinet minis-
ters including Rayner and Starmer.

The prime minister initially failed to
declare clothing gifts from Alli worth
£16,200 to him and £5,000 to his wife.

Rayner said she understood that the
general public was “angry and upset”
and said that the rules had to apply to
everyone in politics. “If there is a
national debate about how to fund poli-
tics . . . let’sdo that.”

On Friday the Financial Times
revealed that both Rayner and chancel-
lor Rachel Reeves had declared gifts of

Td like
Starmer to
say he’s
made a
mis-step
and also
that were
not going to
take this
country
down
austerity
mark 2’

thousands of pounds of clothing from
donors in parliament’s register of inter-
ests as generic support for their political
work.

In an attempt to shut down the scan-
dal, the party pledged on Friday that
Starmer, Reeves and Rayner would not
take any free clothing in future.

Rayner denied breaking parliamen-
tary disclosure rules after The Sunday
Times reported that her friend Sam
Tarry had also stayed in Alli’s Manhat-
tan apartment with her.

She said yesterday that this did not
break the rules. Her team said the pres-
ence of Tarry — who was a Labour MP at
the time — did not need to be reported
because Alli did not know he was there.

Asked why she stayed in the flat for
free, she told the BBC: “As friends do, a
friend allowed me to stay . . . people do
stay at other people’s apartments.”

PATRICK DEM
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Middle East

US cautions Israel against full-blown war

Tensions rise amid fierce
exchanges of fire with
Lebanese militant group

JAMES SHOTTER — JERUSALEM
RAYA JALABI — BEIRUT
FELICIA SCHWARTZ — WASHINGTON

The US directly warned Israel against
opening a full-blown war with Hizbollah

yesterday as the Lebanese militant

group and Israeli forcesengaged in some
of their most fierce exchanges of fire
since October 7.

In strikes capping a week of spiralling
hostilities, Israeli jets mounted some of
the heaviest bombing raids in southern
Lebanon since the start of the fighting
last year, while Hizbollah fired rockets
towards the city of Haifa.

The escalating attacks have fuelled
fears that the hostilities could tip into a
full-scale land war.

John Kirby, the US National Security
Council spokesperson, warned Israel
that there were “better ways” to ensure
Israeli citizens could return to evacu-
ated homes in the north “than a war,

than an escalation, then opening up a
second front”™.

Kirby added on ABC's This Week: “We
don’t believe that a military conflict,
and we're saying this directly to our
[sraelicounterparts . . . wedon't believe
that escalating this military conflict is in
their best interest.”

US defence secretary Lloyd Austin
called his Israeli counterpart on Satur-
day to stress “the importance of achiev-
ing a diplomatic solution” and highlight

his concern about the safety of US citi-
zens in the region, the Pentagon said.
The Israeli military said Hizbollah
had launched about 150 projectiles
early yesterday, with rockets aimed
deeper into Israel than in previous

‘We don't believe
that escalating this
military conflict is

in their best interest

barrages. While most were intercepted,
Kiryat Bialik and Tsur Shalom in Haifa’s

suburbs, and other areas in the coun-
try’s north, sustained hits.

Hizbollah said the rockets were in
retaliation for “repeated” Israeli

attacks, as well as an “initial” response
to mass detonations of its communica-
tions devices earlier this week that
killed 37 people and injured more than
3,000 across Lebanon. Hizbollah has
blamed the device explosions on Israel,
which has not directly confirmed or
denied responsibility.

Despite international calls for Israel to
avoid escalating hostilities, Benjamin
Netanyahu promised no let up in the
military pressure on Hizbollah. “Over
the past few days we hit Hizbollah with a
series of blows it hadn’t imagined,” the

Israeli prime minister said yesterday. “If
Hizbollah didn’t get the message, I

promise you, they will.”

As tensions rise across the region,
Israel said it had also shot down a drone
fired from the east — which was claimed

by militants in Iraq who said they had
also targeted Israel with cruise missiles
— and launched a raid in the Palestinian
city of Ramallah to shut the local Al
Jazeera office for 45 days.

Israel has accused the media group of
being a mouthpiece for militants. Al
Jazeera has rejected the claims.

Nadav Shoshani, a spokesman for
Israel’s military, accused Hizbollah of
“targeting civilians” in its latest round of
strikes, and the military said it would
continue to strike to degrade the Leba-
nese group's capabilities.

The Israeli military said yesterday it
had hit about 290 targets in Lebanon in
the preceding 24 hours, destroying
thousands of rocket launcher barrels

and other infrastructure belonging to
Hizbollah.

Adyvisers across Europe

flooded with inquiries as end

of ‘non-dom’ status looms

BARNEY JOPSON — MADRID
EMMA AGYEMANG — COPENHAGEN

ELENIVARVITSIOTI — ATHENS
AMY KAZMIN — ROME

The UK’s impending abolition of a tax
perk for wealthy residents has triggered
a pan-European hunt for fiscal havens
as the rich cast a wide net from sunny
upstart destinations such as Portugal to
dependable Switzerland.

Tax advisers across the continent are
reporting a rush of inquiries that began
when the UK’s previous Conservative
government pledged to end its non-
domicile tax regime from 2025, and
accelerated when the new Labour
administration said it would follow
through on the plan.

Non-dom status is accessible to UK
tax residents whose permanent home or

“domicile” is overseas. It enables benefi-
ciaries to avoid paying British tax on

their foreign income or capital gains for
15 years, provided they do not bring
them to the UK.

For the rich whose commitment to
the UK will expire with the perk, there
are no carbon copies of the British sys-
tem but several countries offer similar
incentives.

Switzerland’s reputation as a haven
means it is accustomed to attracting a
steady level of interest from the well-off,
but Stefan Piller, head of tax and legal at
BDO’s Zurich office, said: “We're getting
more requests each week — and many
more than we experienced last year”

The country’s fiscal appeal centres on
its low rates of income tax. Most cantons
such as Geneva and Zug offer a lump-
sum taxation or “forfait” system, based
on living expenses, which enables indi-
viduals to cut bespoke tax deals. Zurich
and Basel have abolished the system.

The levies are “not cheap”, said Jus-

tine Markovitz, head of Withers’ Swiss
practice, but they do provide certainty.

The downside is that people in the for-
fait system cannot work in Switzerland.
Another option is Monaco, the tiny
Mediterranean principality with no
income or capital gains tax.
Many UK non-doms are weighing

their options with April 6 2025 in focus,
when the old regime will be abolished. It

Rule change. Residence options

Rich seek fresh havens as UK scraps tax perk

Appeal:
Switzerland has
long attracted

wealthy
incomers

looking for a low
tax rate

Nikada/Geity Images

will be replaced with a system under
which new resident applicants, who
have lived outside the UK for at leasta

decade, will be exempt from tax on for-
eign income or capital gains for four
years, not 15.

The Labour government has said it
will also end the ability to permanently
shield foreign assets held in a trust from
its 40 per cent inheritance tax.

“It is inheritance tax that is causing
most of the upset,” Markovitz said. “I'm
finding many people say: ‘I can’t do that
for my kids, I can’t sacrifice 40 per cent
of my asset base’.”

Switzerland does not havea levy ata
federal level and its cantons charge rela-
tively low or no inheritance tax.

Portugal, another place attracting the
wealthy’s attention, does not impose an
inheritance tax. Lisbon does have a
10 per cent “stamp duty” on Portuguese
assets passed on after death.

Portugal has in the past decade
courted foreigners with golden visas
and a generous fiscal regime for tax resi-
dents who remained domiciled else-
where. But much has changed.

Its previous centre-left government
scrapped the non-dom regime last year
and replaced it with more limited tax
incentives for foreigners and returning
Portuguese expatriates. Those include a
tax exemption on foreign income,
excluding pensions, and a 20 per cent
flat tax on Portuguese work or business
income from qualifying activities.

Now, crucially, a new centre-right
government aims to implement its
predecessor’s policy by year-end — and
tax advisers expect more people to
become eligible for the new system.

“We have received many questions,”
said Luis Nascimento, a tax adviser at
consultancy Ilya. “[But] until the gov-
ernment publishes the new ordinance,

"When you
assess the
pros and
cons, clients
want a
stable
legislative
framework
— they don't
wantonly a
stable tax
amount
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there is still a lot of uncertainty about
what the new regime will be.”

Nuno Cunha Barnabé, tax partner at
Lisbon law firm Abreu Advogados, said
Portugal also wanted to sell its lifestyle.
“If you live in London and what you like
aboutitisgoing to fancy restaurants, the
nightlife and the buzz, then Portugal is
not for you,” he said. “But if you want a
country that is quieter, where the
weather is good, where there is outdoor
living, Portugal is probably for you.”

A Mediterranean lifestyle is also part
of Italy’s appeal, despite its decision to
double a flat tax on the foreign income
of rich expats to €200,000 ayear.

“If you are asking someone to buy a
product and the next day it doubles, no
one is happy,” said Jacopo Zamboni,
executive director for private clients at
Henley & Partners. But, he added,
“when you assess the pros and cons, cli-
ents wanta stable legislative framework
— they don’t want only a stable tax
amount.”

[taly’s regime, which is available for 15
years to new tax residents who invest at

least €250,000, was set upin 2016 in a
post-Brexit push to lure wealthy people
away [rom the UK. Since 2017 il is esli-
mated to have attracted about 4,000
multimillionaires, including oligarchs
and private equity investors. Wealthy
individuals who relocated before the
recent increase will continue to pay
€100,000a year.

Greece has a similar system. Intro-
duced in 2019, its regime offers a flat
annual tax of €100,000 on foreign
income for 15 years for individuals who
meet residency requirements and
invest at least €500,000 in real estate,
businesses, or securities.

So far the regime has attracted more
than 230 millionaires to the country.

Vassilis Vizas, leader of tax and legal
services at PwC Greece, said he had seen
a surge in interest in Greece from UK
non-doms in recent months, but noted
that most of them were rich individuals

of Greek descent.
The durability of Greece’s fiscal

regime is one issue on the minds of
potential residents. Although Vizas sees
no signs of reforms on the horizon, he
said “one common question is whether
the favourable tax policies will remain
unchanged”.

Additional reporting by Sérgio Anibal in
Lisbon

Germany

SPD on course
for win over
far rightin
Brandenburg
state election

GUY CHAZAN — BERLIN

Germany’s Social Democrats were on
course for a narrow victory in elections
in the eastern state of Brandenburg, an
unexpected reprieve for Olaf Scholz as
he prepares to run for a second termas
chancellor next year.

Projections by public broadcaster ARD
put Scholz’s SPD on 31 per cent, slightly
ahead of the far-right Alternative for
Germany on 30 per cent.

They suggest the SPD can continue to
govern Brandenburg, a state the party
has ruled since German reunification in
1990 and which has long been seen as
one of its national strongholds.

That will relieve the pressure on the
chancellor, whose approval ratings have
slumped in recent months and who has
been named by pollsters as the least
popular chancellor since reunification.
Asurvey published last week found only
3 per cent of voters support his coalition
of the SPD, Greens and liberals.

Many in the SPD had privately sug-
gested Scholz should set aside his ambi-
tions of running for a second term in
next year’s Bundestag election and
improve the party’s fortunes by making
way for a more popular politician, such
asdefence minister Boris Pistorius.

But with the SPD projected to winin
Brandenburg, such critical voices may
be silenced, at least temporarily.

The preliminary results show that the
huge gamble undertaken by Branden-
burg’s prime minister, Dietmar Woidke,
appears to have paid off.

Woidke had threatened to resign if the
AfD came first in yesterday’s election.
The threat galvanised moderate voters
of all persuasion, who rallied round
their prime minister and secured him a
narrow victory.

An exit poll by ARD found 75 per cent
of SPD voters and 59 per cent of voters
for the centre-right Christian Demo-
cratic Union said they were “not con-
vinced by the party, but I'm voting for it
topreventastrong AfD™.

Woidke told supporters yesterday: “It
seems to be the case that it was the
Social Democrats, as so often in history,
that stopped the extremists on their
path to power.”

Kevin Kithnert, the SPD’s national
general secretary, said: “Dietmar
Woidke and the Brandenburg SPD have
staged a furious catch-up race.”

He noted that the party had been poll-
ing at below 20 per cent a few weeks ago
and according to exit polls was now
above 30 per cent.

Experts said a key reason for Woidke’s
success was his decision to eschew joint
appearances with Scholz during the
campaign and to distance himself from
the chancellor’s policies, in a clear
attempt to prevent his local SPD being
tainted by association with an unpopu-
lar Berlin coalition.

But the SPD’s apparent success in
Brandenburg is unlikely to translate
into better approval ratings nationwide.
The party — together with its coalition
partners, the Greens and liberal Free
Democrats — has been blamed by voters
for high inflation, surging energy costs
and a stagnating economy.

Woidke has headed a coalition of the
SPD, CDU and Greens since 2019 and the
ARD projections suggest the alliance
can stay in power for a further term.

EU defence commissioner calls for obligatory arms stockpiles

ANDY BOUNDS — BRUSSELS

The EU’s first defence commissioner

wants to force countries to stockpile
minimum levels of ammunition and

other supplies, saying it is the best way
to scale up the bloc’s undersized arms
industry to preparc it for war,

Andrius Kubilius, who will take the job
this year if the European parliament
approves, said the EU must prepare for
Russian attack within a few years.

He compared his plan with similar
arrangements for natural gas, under
which countries must keep reserves and

share them with neighbours in need.
“Why do we not have some kind of
criteria called military security to keep
in storage such and such an amount of
artillery shells and some other prod-
ucts . . . let’ssay powder [explosives]?
“You bring added valueto the security
of member states, but in addition you
are creating permanent demand for
production, which is the biggest issue
for the defence industry. They lack sta-
ble long-term orders for production.”
The EU has tried to boost weapons
output after Ukraine was forced to
ration shells and missiles in its effort

to push back Russian offensives.

Finland, Russia’s neighbour, is one of
the few EU states with large arms
reserves while media in Germany in
2022 said its army would run out of

ammunition after two days of fighting.
Kubilius said he had no wish to dupli-
cate the role of Nato. Officials at the US-

dominated alliance have criticised the
EU’s alternative set of equipment stand-
ards and procurement efforts.

In March, the EU allocated €500mn
under the Act in Support of Ammuni-
tion Production to boost capacity to
2mn shells annually by the end of 2025.

Kubilius, a former Lithuanian prime
minister, said that was an improvement
on the 300,000 annual limit when Rus-
sia attacked Kyivin 2022. But more was
needed, he said. “If I'm correct, we're
still behind the Russians.”

Commission President Ursula von der
Leyen has said the bloc needs to contrib-
ute €500bn to make up the shortfall in
defence spending since the end of the
cold war in the 1990s.

She has given Kubilius 100 days after
taking office to produce a white paper
on defence strategy. It should include a
European air shield, which would cost

hundreds of billions of euros, and a
cyber defence system, she said.

Kubilius wants EU member states to
borrow the money for this jointly, an
idea opposed for now by net budget con-

tributors Germany and the Nether-
lands. He will also sketch out other
projects of common interest that would
be eligible for EU funding, including
ways of incentivising defence compa-
nies to work together across borders.
The tendency of various European
governments to favour their own
national champions has led to a prolifer-
ation of different models of tanks, artil-

production to 2mn shells annually

lery pieces and fighting vehicles, dent-
ing efficiency. To attract private money,
meanwhile, the EU must change invest-
ment rules to classify defence spending
as sustainable, Kubilius said.

He also said he wanted to work more
closely with Ukrainian arms manufac-
turers as drones and missiles had trans-
formed the modern battlefield. “They
have real-world experience,” he said.

Kubilius warned that there was no
time to lose, citing Germany's assess-
ment that Russia could be ready to
attack an EU member by 2029.

Kubiliussaid EU industry plans could

include the UK, which has left the bloc.
“We consider Britain as part of

Europe,” he said. “Democratic Europe-
ans should be as united as possible. I see

the danger of our weakness . .. and
Putin could be tempted to look for some
additional adventures.

“But the Chinese are [also] watching.
The Chinese will make one simple con-
clusion. The west is quite weak. Despite
the fact the combined western eco-
nomic spending power is 25 times
stronger than Russian, we are not ableto

win. What is the reason? It’s a question
of political will.”
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It’s not going away. Unfortunately.
So, there are only really two
options — put your fingers in
your ears and ignore il, or see
the opportunity to do things
differently. Maybe even better.

Chapter Zero is an organisation
that exists to equip and inspire
non-executive directors to lead
on climate from the boardroom.
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Climate Governance [nitiative’s
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in over 70 countries and reaches
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Victory plan

Ukrainian leader argues
forcing Russia to talk will
cement president’s legacy

ISOBEL KOSHIW — KYIV

Volodymyr Zelenskyy will press Joe
Biden for binding security guarantees
before the US president leaves office, to
bolster Ukraine’s position and compel
Russia to join peace talks.

The Ukrainian leader has in recent
months stepped up preparations for

possible negotiations with Moscow in
anticipation of a shift in US policy after

November’s presidential election.

Zelenskyy ordered an invasion of the
Kursk region of Russia in August to gain

territory as leverage in future talks and
has said he is ready for a peace confer-
ence with Moscow’s involvement.

Speaking to journalists before atrip to
the US this week, where he will attend
the UN General Assembly in New York
and hold talks with Biden, Zelenskyy
said he would present a “victory plan” to
the US president that he hoped would
end the war.

Zelenskyy said the plan, which he
wants to be implemented by the end of
December, would strengthen Ukraine
and force Russia to the negotiating

table. “The victory plan, this bridge to
strengthening Ukraine, can contribute

to more productive future diplomatic
meetings with Russia,” said Zelenskyy
on Friday in Kyiv.

INTERNATIONAL

He described the initiative as Biden’s
opportunity to go down in history as the
president who secured Ukrainian inde-
pendence. He emphasised that the plan
needed to be implemented before Biden
left office in January.

“I think this is a historical mission,”
said Zelenskyy. “Let’s do all this today,
while all the officials who want the vic-
tory of Ukraine are in official positions.”

Ukraine has lost territory daily to
Russia this year and Moscow has shown
no sign that it is willing to negotiate.

The Ukrainian leader outlined the
four points of the “victory plan” but
declined to go into detail.

The first point, he said, was further
security guarantees. Ukraine has signed
long-term commitments with the US

and other western allies but wants
harder assurances akin to the mutual
defence guarantee that comes with Nato
membership. The second was Ukraine’s
Kursk operation, which he said was “ful-
filling” its task of diverting Russian
offensive power.

Zelenskyy’s third request was for
“specific” advanced weapons. He did
not elaborate on the type of weapons
system he wanted. The fourth was the
joint development of Ukraine’s econ-
omy together with its partners.

“Today you help us in the implemen-

tation of this plan and in the future
Ukraine will save you a lot of your

resources, said Zelenskyy.
Zelenskyy does not view the “victory
plan” as a replacement for his “peace

/eclenskyy to push Biden for security pledge

formula”, a 10-point initiative based on
the UN Charter that lays out a frame-
work for a lasting settlement. Rather, it
will give Ukraine what it needs to get
Russia to the negotiating table where
the peace formula would be discussed,
he said.

Zelenskyy again ruled out a Minsk-
style peace agreement where the con-
flict would be frozen, stating that Russia
would only invade again. “We need a
just and stable peace,” said Zelenskyy.

After speaking at the UN on Wednes-
day, Zelenskyy will travel to Washing-

ton to present the plan to Biden and
vice-president Kamala Harris, who is

running against Donald Trump in the
election. He plans to meet Trump after
his visit to Washington, he said.

Tens of millions expected to

cast their ballots this month,

either in person or by mail

LAUREN FEDOR AND MARTHA MUIR
WASH/NGTON

For a growing number of Americans,
election day is already here. Polling day
may be set for November 5, but in sev-
eral states voting is under way, with tens
of millions of Americans expected to
cast their ballots before then.

In-person voting began on Friday in
three states: Minnesota, South Dakota
and Virginia. A handful of others,
including Alabama and Wisconsin, have
started mailing ballots to voters who
have requested them and several more
will follow suitin the coming weeks.

“Happy voting season!” declared one
Democratic party activist outside a gov-
ernment building in Arlington, Virginia,
on Friday, where several hundred voters
lined up before the polls opened at 8am

to be among the first in the country to
cast their ballots for the White House.

“We want to win in October, not
November 5,” said Rose Fabia, a 65-
year-old Democratlic parly volunteer
wearing an “I VOTED” sticker on her
lapel. “Itis psychological, showing to the
otherside thatwe have the numbers.”

About 20 miles away, outside a polling
station in nearby Fairfax, Virginia,
Mary Lyn Field-Nguer, 76, was leafleting
for the Democrats after casting her own
ballot for Kamala Harris.

“I really wanted to be the first person
in line,” Field-Nguer said. “Anything
could happen, and if anything pre-
vented me from voting T would never
forgive myself”

Voters have long been able to request
absentee ballots in advance of US elec-
tions. But the practice of early voting —
either in person or by mail — became
more widespread during the Covid-19
pandemic. A record 100mn-plus Amer-
icans exercised their franchise before

election day in 2020.
While it remains unclear whether a

record for early voting will be set this
election cycle, there are strong signs
that the practice remains popular in
many parts of the country. According to
the US Census Bureau, just under half of
people casting ballots in the 2022 mid-
terms voted before election day — a
trend experts say is likely to continue.
On Friday morning in Arlington, a
queue of waiting voters had already
stretched on to a second floor of the gov-

Court dispute

Election. US presidency

Early voting begins in race for the White House
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Early days:
people fill in
their ballots in
Fairfax,
Virginia, one of
three states
where in-person
voting began on

F I'iday — Shawn Thew/
EPE-EFE/Shutterstock

ermment building within the first hour
of the polls being open.

Gretchen Reinemeyer, general regis-
trar and director of elections for Arling-
ton county since 2019, said the precinct
could “easily be on track” to match the
number of early votes registered on the
first day of voting in 2020, when some
1,400 people cast ballots.

“Any October surprise is probably
going to have less potency because so
many early votes have already been
banked,” said | Miles Coleman, a non-
partisan analyst at the University of Vir-
ginia Center for Politics.

Arlington, just outside Washington, is
a heavily Democratic area: the county
backed Joe Biden by an 81-17 margin
over Donald Trump in 2020. Biden won
statewide in Virginia by 10 points.

A small but critical share of the elec-

torate swung to the right the following
year in an off-year governor’s election to

support the more moderate Republican
Glenn Youngkin, and on Friday several
Republican volunteers were also out-
side the polling station encouraging
people to back Trump over Harris.

The Financial Times poll tracker
shows Harris with a lead of more than
seven points over Trump in Virginia,
but some recent surveys of the state
have suggested the race may be closer.

GOP volunteers in Arlington were

also urging people Lo vote early. “You
never know what is going to happen on
election day,” said Matthew Hurtt, chair
of the Arlington Republicans, who
added that “from a campaign perspec-
tive”, voting early also helped organisers
target their efforts better in the run-up
to election day.

Records are updated in near real-time
showing how many ballots have been
cast and who has voted. That allows
campaigns and both political parties to
stop reaching out to people who have
cast ballots and focus their resources on
those who have not.

“It takes you off the list to receive
mailers and to receive other campaign
materials, so you save the campaign
money and you save your mailbox,”
Hurtt added.

Yet early voting hasemerged as a divi-
sive issue among Republicans in partic-
ular, who have tended to favour voting
in person on election day.

Trump has sown distrust in the elec-
toral systemand continued to maintain,
without evidence, that the 2020 elec-
tion was “rigged” and “stolen” from
him. The former president has repeat-
edly claimed that mail-in voting in par-
ticular is a serious source of fraud, and
this month he promised that, if elected
president, he would prosecute anyone
who “cheats” in this year’s ballot.

Any
October
surprise is
probably
going to
have less
potency
because so
many early
votes have
already

been
banked’

In Fairfax, Kalie Gorka, chair of Lhe
Fairfax County Republican Committee
and a former Trump administration
official, questioned why voters needed
access to expansive early voting now
that the pandemic was over.

“But as long as these are the rules we
encourage Republicans to abide by
them so that we can win,” she added.

Bart Marcois, a 60-year-old consult-
ant who voted for Trump in Fairfax,
said: “The whole Republican party is
trying to get people to vote early
because the Dems vote early.

“We show up on electionday and say
‘vay we had a big turn out’ but theirs is
already inthe bag.”

“They’re harvesting ballots and carry-
ing them in,” Marcois added, in an
apparent reference to Trump’s unsub-
stantiated claims that Democrats were

submitting illegal ballots. “Every
Republican is worried about fraud.”

However, other Republican voters
were more optimistic.

“Voting is just one of the most impor-
tant gifts our Founding Fathers gave to
this country,” said Mariam Bell, a 69-
year-old retiree holding a "Women for
Trump” sign in Fairfax. “This is not
about Republicans or Democrats,
though, it's about elites versus the aver-
age American. Trump understands this
and has changed the paradigm.”

Presidential vote

Leftist wins
Sri Lanka’s
first election
since 2022

debt default

JOHN REED AND
MAHENDRA RATNAWEERA — COLOMBO

Anura Kumara Dissanayake, a neo-
Marxist outsider candidate, has won
the Sri Lankan presidency, delivering
the nation’s biggest political upset since
its independence from Britain
and throwing fresh doubt on its fragile
IMF-backed debt restructuring.

After a hectic five-week campaign, the
55-year-old leftist beat incumbent Pres-
ident Ranil Wickremesinghe and the
main opposition leader, Sajith Prema-
dasa, the son of a former president.

Sri Lanka’s election commission offi-
cially declared Dissanayake, who is
widely known by his initials AKD, the
country's duly elected president around
7.30pmn yeslerday.

In a statement on social media, the
president-elect promised SriLankans“a
fresh start”. “The dream we have nur-
tured for centuries is finally coming
true. This achievement is not the result
of any single person’s work, but the col-
lective effort of hundreds of thousands
of you,” hesaid.

Wickremesinghe came to power in
2022 after the country defaulted on its
foreign debt and its leader at the time,
Gotabaya Rajapaksa, fled. He said he
was entrusting to his successor “the
beloved child of Sri Lanka” and refer-
enced his role in securing a $3bn loan
agreement last year that paved the way
for the country’s continuing debt
restructuring.

“I followed the right path and saved
people from hunger and sorrow,” he
added. “I hope that the new president
will also follow the right path and put an
end to the remaining issues that the peo-
ple were facing.”

Dissanayake emerged as the front-
runner early yesterday, winning 42 per
cent of the votes when they were first
counted. However, the ballot then went
to a second count, between the top two

contenders — him and Premadasa. That
was because Sri Lankan electoral rules

allow voters to give second and third
choices, which are then taken into
account if the top-polling candidate’s
support is below 50 per cent.

After the second count, Dissanayake
emerged as the clear winner, with a final
tally of about 5.74mn votes. Premadasa
had gained about 4.53mn votes.

Turnout in the election — Sri Lanka’s
first vote since its 2022 economic melt-
down and debt default — was 79 per
cent, down slightly from 83 per cent in
the 2019 presidential election.

Harini Amarasuriya, a politician from
Dissanayake’s National People’s Power
(NPP) coalition, said the victory was “a
vote against the traditional elite politics
that was part of our culture” and had
capitalised on frustration among voters
over the corruption of the political
dynasts who have for decades taken
turns ruling Sri Lanka.

“This is not just a transfer of power

from one party to another,” she said.
“It's areal shift in power dynamics.”

The NPP would now call for the disso-
lution of parliament and the holding of a
new election “as soon as it's constitu-
tionally possible”, she added.

Dissanayake has pledged to continue
with Sri Lanka’s IMF agreement. But he
said he would alter some of its rigid con-
ditions to grant more relief to the coun-
try’s 23mn people, about a quarter of
whom are in poverty after two years of
economic crisis and austerity.

Musks satellite service Starlink exposed to legal jeopardy in Brazil after judge bans X

MICHAEL POOLER — SAD PALIL O

Brazil’s ban on social media platform X
has led to greater scrutiny of another
part of Elon Musk’s busincss cmpire:

Starlink.

From Amazonian tribes and farming
frontiers, to the armed forces and off-
shore oil industry, the satellite internet
service has connected remote corners of
the continent-sized territory to the
worldwide web since launching there
in2022.

Access for Starlink’s 225,000 users in
Latin America’s largest nation was
thrown into doubt after it was recently
dragged into the dispute surrounding
the supreme court’s shutdown of X.

The episode reveals Starlink’s legal
vulnerabilities in the country and has
raised concerns among hundreds of
thousands of people and businesses in
Brazil — often in isolated areas — for
whom it has become a vital tool.

“If Starlink is blocked, there will be
chaos in communications at the farm
level, from issuing invoices to

[remotely] controlling machines,” said
Odacil Ranzi, acrop grower in the rural
interior of Bahia state.

When X was briefly reinstated in Bra-
zil on Wednesday, the social media plat-
form blamed an “inadvertent” technical
update and said it would continue to
abide by the nationwide ban.

But authorities accused it of seeking
deliberately to disobey the ruling by
supreme justice Alexandre de Moraes
from the end of last month.

The judge had clashed with Musk
over X's refusal to obey court orders to
take down accounts suspected of
spreading misinformation, before
blocking the network after it failed to
appoint alocal legal representative.

Moraes also ruled Starlink formed
part of the same “economic group”
because of their ultimate common
shareholder, so could be held jointly
responsible for X’s court fines.

A subsidiary of rocket builder
SpaceX, which is controlled by Musk,
Starlink is a distinct company to his
social media group. It initially refused to

implement the X blackout unless Brazil
reversed what it called an “illegal”
freeze of its bank accounts, imposed to
guarantee the payment of X’s penalties.
After a warning by Anatel, Brazil’s
communications regulator, that Star-
link could lose its licence to operate if
found to be in breach of court rulings,
the company abided by the prohibition.
Last week, Starlink’s assets were
unfrozen, but only after R$11mn
($2mn) was taken from its accounts. On
Thursday, the court imposed a daily fine
of R$5mn on X if the social media net-
work continued to be available in Brazil,
with Starlink also held responsible.
While Anatel itself has questioned the
practical viability of blocking the serv-
ice, the dispute has led toworries about
Starlink’s position in Brazil. Although it
represents only 0.5 per cent of Brazil’s
broadband market, Starlink has rapidly
become the leader in satellite internet.
It controls almost half of the segment.
With a fleet of low-orbit satellites
whose signals reach distant places not
served by regular cable and fibre-optic

internet providers, telecoms experts
said Starlink was cheaper and easier to
install than rival products.

“This combination of better quality
and lower cost means that other tradi-
tional offers, while in theory competing
with Starlink, are in practice not even
comparable to it,” said Thiago Ayub,
chief technology officer at Sage Net-
works, an IT services company.

Elon Musk’s internet provider
Starlink is a distinct group from X

Alongside retail and business sub-
scribers, Starlink has also made inroads
into Brazil’s public sector, according to
government procurement and trans-
parency sites. SpaceX did not respond to
requests for comment. A law firm repre-
senting Starlink in Brazil said it was not
authorised to comment.

The service has come under fire from
other authorities in Brazil. Public offi-
cials say its devices have become an
essential communications tool for envi-
ronmental criminals in the Amazon.

On a recent mission to destroy an ille-
gal mining base in the Yanomami indig-
enous reserve, accompanied by the
Financial Times, operatives discovered
a Starlink antenna, one of dozens seized
this year. “Sometimes you see the min-
ers running away with the equipment
on their back,” said one of the security
agents. “Every camp hasone.”

Connection to the outside world
allows the miners to receive advance
warning of raids. André Porreca, a pros-
ecutor in Amazonas state, said the use of
Starlink services in illicit actions was

often instigated by local criminals.

“The problem itself is not internet
access,” Carlos Baigorri, head of Anatel,
said in a July interview. “The problem is
the illegal activity.” Defenders of Star-
link point out that mobile phones and
computersare also used by criminals.

However, Starlink appears to have
changed tack. A supreme court recently
ordered the company to hand over
geolocation and user data. A person
familiar with the situation said the
demand was being complied with.

The government is keen to see new
entrants into the market to offset con-
cerns about lack of competition. It has
met tech group Amazon to discuss its
service, which is expected to be availa-
ble in Brazil from 2026. Last week satel-
lite communications business E-Space
was authorised to launch.

“Having a second or third supplier
would greatly minimise this concern
about the total unavailability of the
service with no alternative,” said Ayub.
Additional reporting by Beatriz Langellain
Sao Paulo
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Week of assaults
leaves lebollah
under pressure

to change tactics

Militant leadership battered and
weakened by sabotage and air strikes

RAYA JALABI — BEIRUT
ANDREW ENGLAND — LONDON
JAMES SHOTTER — JERUSALEM

Two days after a devastating sabotage
operation stunned Hizbollah and
plunged its communications network
into chaos, one of the militant group’s
most senior military leaders called a
clandestine meeting of at least 15 elite
officersinsouthern Beirut.

By nightfall the men were dead, killed
along with at least 10 civilians in an
[sraeli air strike on Friday that targeted
the residential building in Hizbollah's
heartland where they had gathered in
an underground room.

The attack dealt a crushing blow that
rounded off probably the most calami-
tous week in the [ranian-backed, Leba-
nese group’s 40-year history.

Coming so soon after suspected back-
to-back Israeli attacks on Tuesday and
Wednesday that caused thousands of
Hizbollah'’s pagers and walkie talkies to
explode, killing at least 37 people and
wounding thousands, it reinforced the
group’s vulnerability to Israel’s intelli-
gence agencies.

Not only had Israel been able to strike
at the heart of Hizbollah’s command
and control structures, it also delivered
a stinging psychological blow, spreading
panic across Lebanon and undermining
the credibility of the nation’s dominant
political and military force.

“It’s definitely the hardest moment
for the organisation since the 1990s,”
said Emile Hokayem, director
of regional security at the International
Institute for Strategic Studies.
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Hizbollah, battered and humiliated, R ,;f' :

must now determine how it responds.

The group has been locked in an
intensifying conflict with Israel since it
first fired rockets into the country a day
after Hamas’s October 7 attack triggered
the warin Gaza. Those clashes, however,
have largely been ¢ ontained to the
Lebanese-Israeli border region. Hizbol-
lah has made clear it does not want to be
drawn into an all-out war with Israel’s
far betterequipped military.

But Israel said last week that it was
entering a “new phase” of the conflict as
Beirut was hit by audacious attacks and
the border region was pounded by the
heaviest air strikes of the conflict.

Analysts said Hizbollah was facing
mounting pressure from its supporters  were held on
to change tactics and more forcefully  Saturday
repel Israel in a bid to restore its deter- ~ =%/"ussen/AF
rence. Yet at the same time it is grap-
pling with the aftermath of its most seri-
ous security breach in recent history, a
severely disrupted communications
network and the loss of some of its most
senior commanders.

“Hizbollah’s flank is exposcd and they
know it,” said a person familiar with the
group’s thinking. “I don’t think they’ve
ever been in such a vulnerable position
before and it’s sowing enormous fear
and panic. Everyone is wondering at all
times, "What does Israel have in store for
usnext?”

Hizbollah’s response has been muted,
with its leader Hassan Nasrallah pledg-
ing a familiar refrain of retribution and

The scene of an
Israeli strike on
Beirut in which
two Hizbollah
commanders
were killed. Friday.
Below, funerals
for the victims

not, every business Is In the con

ordering only aslight increase in rocket
fire at Israel. The group has acknowl-
edged that two top commanders, includ-
ing Ibrahim Aqil, the founder of its Rad-
wan Force, were among those killed on

Aqil’s death means that there are now
only two out of the seven original mem-
bers of the jihad council, Hizbollah's top
military body, left alive, according to
two people familiar with the group’s
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Hokayem.

operations. On top of that, hundreds of
the group’s fighters were maimed by the
exploding pagers and walkie-talkies.

Experts said Hizbollah would proba-
bly need time to recuperate and there-
fore may not significantly immediately
escalate the conflict.

The group, Iran’s main proxy and one
of the world’s most heavily armed non-
state actors, still boasts a vast arsenal of
rockets, accurate precision-guided mis-
siles and tens of thousands of fighters.

During the past 11 months of conflict,
it had deployed only a fraction of its
capabilities, experts said.

But Israel has spent months targeting
its fighters and rocket and missile
launchers along the border.

“Hizbollah may be battered and
weakened but it is not dead,”
“It’s still a disciplined, moti-
vated organisation with an ethos and an
ideology. They can survive.”

The choices facing the group includes
raising the stakes with Israel to restore

its credibility.

“The other option is to suck it up, but
Nasrallah was very clear about it, he’s
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‘Hizbollah's
flank is
exposed
and they
know it. |
don't think
they've ever
beenin
sucha
vulnerable
position
before and
it's sowing
enormous
fear and
panic

It’s still a disciplined,
motivated organisation
with an ethos and an
ideology. They can survive’

not going to let go of the linkage between
[supporting Hamas in ] Gaza and Leba-
non, because he knows it’s about his
political perception and credibility,” he
said.

In a front-page story on Saturday, Al
Akhbar, a pro-Hizbollah Lebanese
newspaper that often reflects the
group’s thinking, said the militants
would be forced to change tactics.

“What the enemy did yesterday was
like closing the curtain on any political
chapter related to the ongoing warin the
region, and opening the door to a new
level of confrontation that will force the
resistance [Hizbollah] to adopt new
methods,” Al Akhbarwrote.

However, Amal Saad, an academic
and Hizbollah expert, said: “No
response will restore deterrence, that
ship sailed a while ago.

“The next phase will now be about
denying Israel its strategic objectives,”
she said, by preventing some 60,000
Israelis displaced from their country’s
north from returninghome.

“We're talking about a new way to
fight now because it’s a new paradigm,
and a new stage in the war,” Saad said.

In the early hours of yesterday, Hiz-
bollah launched more than 100 rockets
at Israel, with some landing deeperinto
northern Israel than previous salvos,
including in the Haifa suburbs.

Hizbollah said the barrages were an
“initial” response to the mass explo-
sionsin Lebanon.

Michael Milshtein, a former Israeli
intelligence officer, said it “seems Israel
is preparing itself for a broader escala-
tion”, adding: “Israel really wants to
cause damage to the functional and mil-
itary sphere in Hizbollah.”

But there are also risks for Israel, par-
ticularly if it slid into “a broad escala-
tion, cven a regional one, not only in the
north, without a strategy .

Milshtein said: “We have already seen
in Gaza, the war started well by occupy-
ing almost half of Gaza, but now we are
in a war of attrition.

“I am afraid that without a strategy,
we will find ourselves in an unclear war,
with heavy prices, a lot of crises with
allies, and without very concrete goals.
This would be a catastrophe.”
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US banks gain
$1tn windfall
from Fed's era

of high rates

e Lenders cashed in from 5.5% level
e Savers received average 2.2% return

STEPHEN GANDEL AND JOSHUA
FRANKLIN — NEW YORK

US banks made a $1tn windfall from the
Federal Reserve’s two-and-a-halt-year

era of high interest rates, an analysis of
official data by the Financial Times has
found.

Lenders earned higher yields for their
deposits at the Fed but kept rates lower
for many savers, the review of Federal
Deposit Insurance Corporation data
showed. The boost to the country’s
more than 4,000 banks has helped
increase profit margins.

While rates on some savings accounts
were raised in line with the Fed’s target
of more than 5 per cent, the majority of

Because of last week’s

Fed cut, banks will
‘certainly” have ‘the ability
to reduce deposit costs

depositors, especially those at the larg-
est banks, such as JPMorgan Chase and

Bank of America, received far less.
At the end of the second quarter, the

average US bank was paying depositors
interest at an annual rate of just 2.2 per
cent, according Lo regulatory data. This
is higher than the 0.2 per cent they paid
two years ago but far lower than the
I'ed’s 5.5 per cent overnight rate that the
banks themselves can get.

At JPMorgan and Bank of America,
annual deposit costs were 1.5 per cent
and 1.7 per cent, respectively, according
to this data. Those lower payments to
depositors generated $1.1tn in excess

interest revenue for the banks, or about

half of the total dollars banks brought in
during that time.

When the Fed lowered its main rate
last week by half a percentage point,

some US banks passed the cut on to
depositors as soon as possible, a move
that would shore up their margins.

Hours betore the Fed rate announce-
ment, Citi told its employees at its pri-
vate bank that if the US central bank
were to cut rates by half a percentage
point, the bank would do the same to its
rate on accounts paying 5 per cent or
more, according to a person familiar
with the matter.

At JPMorgan, bankers have been told
that clients with $10mn in cash or above
would see their savings rates cut by
50bp and future cuts would move in
lockstep with the Fed’s actions, people
familiar with the matter said.

Because of the Fed’s cut, banks would
“certainly” have “the ability to reduce
deposit costs”, said Chris McGratty,
head of US bank research at KBW. “The
degree of aggressiveness will, I think,
vary bank to bank.”

JPMorgan said it aimed to ensure a
fair and competitive rate. Citi and Bank
of America declined to comment.

Overall US banks captured about two-

thirds of the benefit of the Fed’s higher
interest rates from March 2022 until the

middle of this year, according to the FT’s
calculations based on the latest data
available.

They paid depositors nearly $600bn
in interest. The last time the Fed raised
interest rates, from early 2016 to until
early 2019, US banks captured 77 per
cent of the benefit.

The highest US interest rates in more
than a generation have helped push
nearly $3tn into certificates of deposit,
which typically pay the highest rates.

As that money becomes unlocked,

banks will be able to adjust their rates,
analysts said. “It will be a slow grind

down,” said Scott Hildenbrand, chief
balance sheet strategist at Piper Sandler.
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Atomic bottleneck Price of enriched uranium
fuel surges amid limits to conversion capacity

Naniel Arker/Rinnmbern
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| Nuclear fuel cycle feels supply squeeze
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HARRY DEMPSEY — LONDON

The price of fuel for nuclear reactors
has surged much faster than that of
raw uranium since the start of 2022,
in asign of the bottlenecks that have
built up in the west following Russia’s
invasion of Ukraine.

Enriched uranium has more than tri-
pled in price to $176 per separative
work unit — the standard measure of
the effort required to separate iso-

topes of uranium — since the start of
2022, according to UxC, a data pro-

vider.

Demand for uranium has been
driven by a revival in atomic power,
However, Russia plays a significant
rolein the multi-stage process of turn-
ing mined uranium into the fuel for a
nuclear reactor.

This includes converting yellow-
cake — uranium concentrate — into
uranium hexafluoride gas, enriching
it to increase the concentration of the
type of uranium used for fission, and
then turning the enriched uranium

into pellets that go into reactors.
Uranium hexafluoride has jumped

fourfold in price to $68 per kg in the
same period, indicating that conver-
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REC POWER DEVELOPMENT AND CONSULTANCY LIMITED

(A wholly owned subsidiary of REC Lid.)

GLOBAL INVITATION (Through e-bidding Only)
FOR SELECTION OF TRANSMISSION SERVICE PROVIDER THROUGH TARIFF BASED COMPETITIVE B/DDING (TBCB) PROCESS ON
BUILD, OWN, OPERATE AND TRANSFER (BOOT) BASIS FOR INTER— STATE TRANSMISSION PROJECT “TRANSMISSION SYSTEM FOR
AUGMENTATION OF TRANSFORMATION CAPACITY AT 765/400 KV LAKADIA S/S (WRSS XXI(A) TRANSCOLTD) IN GUJARAT - PARTB".

18.09.2024.

important timelines in this regard are asfollows:

REC Power Development and Consultancy Limited, New Delhi, india {a wholly owned subsidiary of REC Limited, a Maharatna Cenfral Public
Sector Undertaking) invites proposal ‘or setting up of the above mantioned transnission project through TBCB process on Build, Own,
Operate and Transfer (BOOT) basis following single stzge two envelope process of "Raquest for Propasal (RFP)". Interested bidders may refer
to the Request for Proposal (RFP) notfications and RFP documents available on our website www.recpdclin & www.recindia.niz.in w.e.f.

The bidcers may obtain the RFP documents on all working days between 1030 hours (IST) to 1600 hours (IST) from 18.09.2024 t one day
prior 10 bid submission date on payment of non-refundable fee of Rs. 5,00,000/-(Rupees Five Lakh Only) cr USS 7000 (US Dollars Seven
Thousard Only) + 18%GST as per details provided in the RFP documents available on the website www.recpccl.in & www.recindia.nic.in,

The Request for Proposal (RFP) documents can also be downloadec from our website www.recpdcl.in & www.recindia.nic.in, however, in
such cases interested parties can submit Response to RFP only on submission of non-refundable fee of Rs. 5,00 000/-(Rupees Five Lakh
Only) or USS 7000 (US Dollars Seven Thousand Only) + 18% GST ac per details provided in the RFP document. The survey report &
clarificaions to RFP dozuments shall be issued to those bidders, who have obtained/purchased RF? document by paying requisit2 fee, The
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All corrigenda, addenda, amendments, time extensions, etc. to the RFP will be hosted on our websites www.recpdclin & www.recindia. nic.in.
Bidders should regulariy visit our websites to keep themselves updated.

Note: RECPDCL reserves the right to cancel or modify he process without assigning any reason and without any liability. This is not n offer,
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DELHI 25 e | GANR
Request for Proposal for the

Automated People Mover system
at Delhi Airport

Delhi International Airport Limited,

a public private initiative between
GMR group and Airports Authority of India
(AAI) will be undertaking the
implementation of Automated People
Mover system at Delhi Airport on Cesign,
Build, Finance, Operate and Transfer model.
The interested and experienced bidders are
invited to participate in RFP.

The details of this tender can be
downloaded from the website

www.newdelhiairport.in
DIAL/192-A/PREM ASSOCIATES

Uniper launches the sale process of its
coal-fired power plant Datteln &

Liniper SF launches the sale process of
its cocal-fired power plant in Datteln in
accordance with the state aid approval
of the European Commission. The szle
will be conductad via an open, fair and
transparent process. For further informa-
tion on how to participate in the bidding
process, please refer to the press release
from 23.09.24 on our website at:
www.uniper.energy/news

The deadline for the submission of inter-
est is October 18th, 2024, 12:00 noon.
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sion is the biggest bottleneck in the
nuclear fuel supply chain, according
to analysts. In contrast, uranium ore
has only doubled in price.

“The conversion and enrichment
prices are reflecting a much bigger
supply squeeze due to the Russia-
Ukraine war and other factors,” said
Jonathan Hinze, head of UxC. “Ura-
nium alone does not tell the whole
story when it comes to price impacts
in the nuclear fuel supply chain.”

Russia controls 22 per cent of global
uranium conversion capacity and

44 per cent of enrichment capacity.
Those services are off limits for some
weslern utilities following a US ban on
Russian uranium, although waivers
are allowed until the end of 2027.
I'rance, the US, Canada and China
also have large-scale conversion sites.
The US government said last week
that it was closely tracking whether
imports of uranium from China were
providing a back door for Russian
material, after bumper exports in
May when the ban was introduced.

The UK used to contribute to global
conversion capacity via the Spring-

fields site but conversion services
halted in 2014, while France’s plant

Sep

has faced delays in getting to full
capacity.

“The conversion market is very,
very tight for the simple reason that
existing facilities are in care and
maintenance, said Grant Isaac, chief
financial officer at Cameco, the
world’s second-largest uranium pro-
ducer, on an earnings call.

“Because of the delays in getting all
of the conversion-producing centres
up to full production in the western

world . . . conversion has a very good
tail of strength for the next little

while.”

Companies such as France’s Orano
and British-Dutch-German owned
Urenco have committed to boosting
enrichment capacity, but so far no one
has committed to building new con-
version capacity in the west.

Nicolas Maes, chief executive of
Orano, said at an industry conference
this month that investments needed
were “massive” compared with the
size of the relevant companies.

He compared Orano’s annual reve-
nues of almost €5bn to the €1.7bn
needed to expand its enrichment
capacity in southern France by more
than 30 per cent.

HSBC hit by
sixfold rise in

HK property
loan defaults

KAYE WIGGINS AND CHAN HO-HIM
HONG KONG

HSBC(’s exposure todefaulted commer-
cial property loans in Hong Kong
surged almost sixfold to more than
$3bn in the first half of this year, under-

scoring the risks the bank faces from a

slump in the Chinese territory’s real
estate market.

The bank had $3.2bn in “credit
impaired” commercial real estate loans
to Hong Kong clients as of June 30, up
from just $576mn six months earlier,
according Lo its financial report for the
first half of this year.

Hong Kong is HSBC’s largest market
for commercial real estate lending. The
bank’s total global commercial real
estate lending was $79bn as of June.
The $3.2bn in credit impaired loans
made up 9 per cent of HSBC’s total Hong
Kong commercial real estate lending.

The leap in defaults is a sign of how
the commercial property downturn in
Hong Kong, a financial hub that has for
years been one of the world’s most
expensive real estate markets, has
started to hit banks. Prime office rents
have fallen more than 35 per cent since
2020, according to property adviser
Cushman & Wakefield.

While banks had been under pressure
for several years over their exposure to
mainland China’s property market, the
focus was now shifting to Hong Kong,
said David Wong, head of North Asia
bank ratings at Fitch.

“We're alot more comfortable saying
a line has been drawn under [banks’
exposure to] China commercial real
estate, versus Hong Kong,” Wong said. “1
don’t think we've seen the bottom yet.”

Georges Elhedery, who became

HSBC'’s chief executive this month, said
in August while he was chief financial

officer that the loans were “all perform-
ing”, even though “a large number”
were Classed as credil impaired.

Under the bank’s definition, those
borrowers have breached the loan
terms. That can include missing pay-
ments but also “non-financial” meas-
ures such as the loan-to-value ratio
missing anagreed target figure.

In its financial report for the first half,
published on July 31, the bank said “cer-
tain borrowers have sought payment
deferrals to accommodate debt service-
ability challenges™. HSBC told the

Financial Times last week that “a lot” of
the borrowers were still paying interest.
The bank declined to provide figures.

Retail & consumer. Turnaround

Nike lifer will aim to return brand to winning ways

Company veteran faces tough

task as US sportswear group

seeks to revive sales and stock

SARA GERMANO — NEW YORK

Nike’s outgoing chief executive, John
Donahoe, is an Ivy League-educated
former tech executive and Bain consult-
ant. The man who takes his place, Elliott
Hill, joined Nike as an intern and has
spent his entire career at “the swoosh”,
bar a brief stint as an assistant trainer
for the Dallas Cowboys football team.
The difference in profiles is stark, and
one that Nike hopes will reassure share-
holders while energising staff for the
monumental task ahead — shaking off

an existential crisis that has threatened
its position as the world’s biggest sports-
wear maker and one of its most recog-

nisable brands. Sales have been slowing,
its products have fallen out of fashion
and its retail strategy has been out of
step with consumer preferences.
Toregain its authority in the industry,
the board decided, Nike needed an
experienced insider rather than a pro-

fessional executive to lead it. Hill will
have his work cut out for him.

Current and former employees, peo-
ple familiar with the executive transi-
tion and initial comments from Wall
Street analysts signal that Hill will
receive a warm welcome from staff
when he takes the helm on October 14.
The reaction to rehiring Hill — who is
comingout of retirement to take the role
— was overwhelmingly positive within
Nike, according to one employee. “Elli-
ott is truly a revered leader at the com-
pany, they said.

“Iworked with so many people during

my three decades at Nike, and Elliott
was by far one of the most inspirational,
most supportive and most down-to-
earth colleagues I ever knew,” Scott
Reames, Nike’s internal historian who
retired in 2021, said in an email. “Judg-
ing by the way my phone has been blow-
ing up since the announcement, Iam far
from alone on this!”

The abrupt executive transition
comes after months of speculation on
Wall Street about Donahoe’s future at
Nike. At the time of his appointment, in
late 2019, the company had already
articulated goals of hitting $50bn in
revenue and ramping up direct-to-
consumer online sales — benchmarks
that an experienced executive with
stints at Bain and eBay would be well
qualified to achieve.

Donahoe met those demands ably,
steering Nike through the Covid-19 pan-
demic and managing to return to sales
growth by the end of 2020, less than a
year into the role. As diversity, equity
and inclusion became a focus of large
companies, he won early praise from
staff for listening to their concerns.

But his downfall was his known weak-
ness: unlike previous Nike leaders, such

as his predecessor Mark Parker, Dona-
hoe was not a “product guy”, someone
with their finger on the pulse of design.
Retailers from JD Sports to Foot Locker
spoke freely in recent months of hotter
training shoes from Adidas, On, New
Balance and Hoka.

Nike’s decision to vacateshelf space at
partner retailers in favour of its own
direct-selling strategy — which predated
Donahoe but accelerated under his
leadership — only opened the doors for
competitors to take market share.

Even Donahoe’s management style
marked him as an outsider. From the

start of his brief reign, he told employ-
ees he wanted new ideas presented in
black-and-white, bullet-pointed Power-
Points, rather than colourtul, creative
pitches.

Board members were actively dis-
cussing succession plans this year, one
person said, and also considered two
other internal Nike candidates, Craig
Williams, president of geographies and
marketplace, and Heidi O’Neill, presi-
dent of consumer, product and brand.
But Williams, who joined in 2019 from
Coca-Cola, and O’Neill, who came to
Nike in 1998 from Levi Strauss, could
not match I1ill’s decades of experience.

Ina post on X, former Nike marketing
staffer Kyle Stack wrote that “to have a
30-year Nike vet lead the company is
reassuring . . . Hill experienced Nike’s
frenetic growth in the “90s as part of the
sales org. He understands the business
as well asanyone.”

Hill, who turns 61 on October 2, will

become Nike’s fifth chief executive, and
the third Nike lifer after co-founder Phil

Knight and Parker. The only CEO before
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Elliott H1ll is coming out of retirement
to take reins at sportswear company

Donahoe to join from outside the com-
pany was William Perez, a former SC
Johnson executive who lasted in the top
job for little more than a year.

Nike has rehired other executives
with ample internal experience over the
past year, including Tom Peddie, former
vice-president of North America, who
will help the company rebalance its
wholesale partnerships.

Nike’s efforts to turn itself around are
entering a crucial stretch. The company
is expected to report quarterly earnings
on October 1, detailing the important
back-to-school period that analysts look
to for indications of demand. Nike has
also set its first investor day in nine
years for November, where it will set out
a vision in greater detail for sharehold-
ers who have grown worried about the
recent stock slides.

Nike shares are down more than
20 per cent in 2024, though the stock
rose 7 per cent in New York on Friday.

Jay Sole, managing director at UBS,
wrote on Friday that “Hill is an experi-
enced, effective leader who could put
Nike back on a growth path”. However,
that “sentiment could turn more bear-
ish as the market realises Nike’s funda-
mentals likely aren’t great and there are
probably no quick-fixes to Nike’s
issues”, he added.

Sole noted that Hill’s experience in
sales, rather than product development,
could be a weak point for the company
that has been slow to introduce compel-
ling new trainers in recent months.

Changes atop Nike will not stop the
tide of competitors eating into its popu-
larity. “What is unchanged isthe height-
ened competitive environment framed
by emergent brands and certain resur-
gent legacy brands,” wrote John Kernan,
managing director of TD Cowen.
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Amazon chief executive Andy Jassy has
brooked little dissent since he ordered
staff back into the office three days a
week in May last year.

“If you can’t disagree and com-
mit . . . it'’s probably not going to work
out for you,” Jassy warned those who
continued to gripe during a town hall in
August 2023, brushing off an earlier
walkout staged by hundreds of disgrun-
tled staff at its Seattle headquarters.

This week, Amazon doubled down.
More than 300,000 of its corporate
employees around the world have been
told they must revert to the traditional
five-day week from the start of 2025,
one of the strictest return-to-office
policies among big technology groups.

“Before the pandemic, it was not a
given that folks could work remotely
two days a week, and that will also be
true moving forward,” Jassy wrote to
stall last week. “The advantages of
being together in the office are signifi-
cant ... Youneed to bejoined at the hip
with your teammates when inventing
and solving hard problems.”

By doing so Jassy — who has been at
Amazon since 1997, helped found Ama-
zon Web Services, and replaced founder
Jetf Bezos as chief executive in 2021 —
has become the figurehead of a growing
number of executives pushing for a full
return to the office, including Jamie
Dimon at JPMorgan Chase and Elon
Muskat Tesla.

While Jassy’s stance is less draconian
than Musk’s — who told Tesla staff in
2022 that if they were not in the office at
least 40 hours a week they could “pre-
tend to work somewhere else” — the pol-
icy puts Amazon at odds with most of its
techrivals.

Only 3 per cent of tech groups with
more than 25,000 employees are back
to five days in the office, according to
software firm Flex Index, which ana-
lysed the policies of 2,670 companies.
Almost three-quarters follow a struc-
tured hybrid pattern and 23 per cent
oftfer fully flexible terms.

Apple, Alphabet, Meta and Microsoft
are among those that, at least for now,
have a hybrid working pattern, but even

these more-lenient policies have had
multiple revisions and persistent push-
back from stafl.

In 2020 Mark Zuckerberg said Face-
book, now called Meta, would become
“the most forward-leaning company on
remote work”. Last year he called
almost all of its 70,000 employees back
to theoffice at least three days a week.

Google’s human resources chief told
staff in June last year that full remote

working would be permitted “by excep-
tion only”, She added that office attend-
ance would be monitored via staff ID
badges and would factor in their per-
formance reviews and promotions.
Apple added more days to its “return
to office” mandate throughout 2022,
starting at one in March and building up
to three by the August, despite resist-
ance from some of its 160,000 workers.

‘If Amazon wants to
achieve a headcount
reduction then this is
one way L doit

Even Zoom, whose software facili-
tated much of the initial boom in remote
working during the coronavirus pan-
demic, told stalf in August last year that
those living within 50 miles of an office
would be obliged to go in at least two
daysaweek.

Other tech groups, including Netflix
and Nvidia, have not yet issued a fixed
universal mandate for in-person office
attendance.

Amazon’s hardline experiment will be

‘ Amazon’s mandate is stricter than most Big Tech policies
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Silicon Valley resists calls for return to office

Amazon's five-day mandate stirs debate on talent and innovation as more executives push for workplace attendance

closely tracked by other leaders when it
begins on January 2. At the August 2023
town hall, Jassy said “scores” of other
chief executives he spoke to felt the
same way about remote work and “vir-
tually all of them” wanted staff back in
person full time.

T-Mobile chief executive Mike Sievert
has encouraged rival companies to
bring their staff back to the office too,
telling business leaders at a Technology
Alliance event in May in Seattle: “Y’all
gotta get back to the offices.”

But many are still wary of breaking
the fragile truce and view hybrid con-
tracts as an advantage in recruiting
young engineering and coding talent, as
well as candidates from more diverse

backgrounds, for whom flexibility is
often a priority. “We certainly don’t

have any plans to do [the same],” said
one rival west coast Big Tech executive.
“It feels a bit like performatively shoot-
ing themselves in the foot.”

Prithwiraj Choudhury, a professor at
Ilarvard Business School, said: “Any
company which does a forceful top-
down return to office policy will lose a
portion of the best performers, because
the best performers always have outside
options.”

Research from the University of
Pennsylvania found that remote posi-

tions in technology groups attracted
15 per cent more female applicants and
33 per cent more applicants from minori-
ties under-represented in the sector.

Some Amazon staff have complained
online. One posted on LinkedIn that
they were seeking a new job, calling the
five-day mandate “unfortunate because
I'm interested in working for a living,
not live-action role-playing and virtue
signalling”.

There is little prospect of the com-
pany making a U-turn. Jassy put the pol-
icy at the centre of measures designed to
revive Amazon’s notoriously hard-
charging “Day 17 culture, enforced in
the early years by Bezos. One of Bezos’s

Financials

Private equity firms’ attempts to lift payouts
on loan deals receive pushback from lenders

ERIC PLATT — NEW YORK

Private equity firms are aggressively
pushing to include language in loan
documents that could give them room
to pay themselves larger dividends
from the companies they have bought,
drawing a sharp rcbuke from lenders.

Loan documents have typically capped
how much money a buyout firm can
extract from a portfolio company. Over
time, those fixed amounts became
malleable and were based on a percent-
age of earnings.

But in recent weeks, firms have been
attempting to take things one step fur-
ther with the so-called high-water earn-
ings before interest, tax, depreciation
and amortisation provision, which
allows a company to use the highest
earnings it generates over any 12-month
period for critical tests that govern how
much debt the company can borrow or
the size of dividends it can pay to its
owner, even if the business’s earnings
have fallen back from that high point.

KKR, Brookfield, Clayton, Dubilier &
Rice and BDT & MSD Partners have
all tried to work the clause into loan doc-
uments, according to people briefed on

the matter. All four firms declined to
comment.

The terms have received intense
pushback from lenders, and in almost
every case have removed the docu-
ments. But the fact that private equity-
backed groups continue to push for the
inclusion of the language has lenders on
edge, with some fearful rival creditors
will buckle and accept the provision.

It's areally aggressive
term. It's a tough time to
say, ‘I'm going to push
the envelope further™

According to lenders who saw drafts,
the terms were included in provisional
loan documents backing KKR’s buyouts
of asset manager Janney Montgomery
Scott, valued at roughly $3bn, and
$4.8bn deal for education technology
company Instructure, as well as Brook-
field’s $1.7bn acquisition of a nVent
Electric unit. The clause was also in pro-
visional documents for refinancings by
Wesco, which is owned by BDT & MSD
Partners, and CD&R’s Focus Financial.

“It’s a really aggressive term,” one
creditor said. “It’'s a tough time to
say, ‘I'm going to push the envelope
further.”

The fact the language is being tested is
one sign of a potential imbalance in the
loan market, a critical source of funding
for private equity buyouts. With buyout
volumes still down from the 2021 peak,
investors have had fewer deals to spread
their funds across, leading to height-
ened competition around some loans.

“When you're in a strong market, it’s
usually harder to push back against”
these terms, one banker involved in the
Instructure financing said. But, he
added, “theyre not surviving.”

The language has made it into at least
one deal, a $2.1bn term loan for a com-
mercial laundry operation known as
Alliance Laundry, claim two people
briefed on the matter. The company
planned to use the proceeds to refinance
debt and pay an $890mn dividend to its
owner, BDT & MSD, according to S&P
Global and Moody’s. The high-water
concept is far more prevalent in Euro-
pean leveraged finance markets. And
some bankers and lawyers argue the
idea is rooted in common sense.

shortlisted names for the company was

Relentless.com and the domain still
redirectsto Amazon.com today.

Executives are concerned that
start-up ethos has slipped and bureauc-
racy has taken hold as the company has
ballooned to 1.5mn staff and expanded
its business from ecommerce to cloud
computing, healthcare and now self-
driving cars.

Jassy said in last week’s memo: “As we
have grown .. .we have also added
more layers than we had before. It's cre-
ated artefacts that we'd like to change —
eg pre-meetings for the pre-meetings
for the decision meetings — that create
overhead and waste valuable time.”

Amazon chief executive Andy Jassy
advocates in-office working.
Alphabet, Meta, Apple and Microsoft

are among those that, at least for

now, have a hybrid working pattern
FT montage/Aaron M. Sprechet/Bloomberg

Amazon has shown it is willing to
enforce its office rules. After the three-
day mandate was introduced last year,
the company monitored staff attend-
ance via their ID passes and sent chastis-
ing emails to those not meeting the min-
imum requirements, the Financial
Times reported at the time.

A cull of middle managers is also
planned —as many as 7,000 could goto
save $700mn annually, according to
estimates from Bank of America analyst
Justin Post — adding to the 27,000 staff
Amazon said it would lay offlast yearto
cut costs and reshape its bloated corpo-
rate operations.

“It’'s not obvious why Amazon is doing
this,” said Nicholas Bloom, a professor
of economics at Stanford University. “If
Amazon wants to achieve a headcount
reduction then thisis one way todo it —
but one group that'll leave is high per-
formers.”

Bloom added that Amazon’s shift may
be supported, in part, by research [rom
Stanford Business School that showed
workers were more innovative and crea-
tive in face-to-face meetings, although
he noted that “doesn’t mean you haveto
goineveryday”.

His own research, published in July,
found that hybrid work was no less pro-
ductive than fully in-person work —
although fully remote work wastied toa
productivity drop of about 10 per cent.

Executives who want staff to returnto
the office have been emboldened by
a tightening labour market as the
post-pandemic hiring boom subsides,
which has shifted the balance of power
back towards employers. Technology
companies cut 263,000 jobs in 2023 and
tens of thousands more have followed
this year.

“We haven't yet settled on post-Covid
working norms,” said David D’Souza,
membership director for the CIPD, the
UK’s professional body for human
resources. “Whenever a high-profile
company like Amazon makes a decision
like this it prompts similar discussions
inother organisations as well.”
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