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Kyiv needs private sector tech to fight Russia

GILLIAN TETT, PAGE 23

» Thames Water appoints
chief as scrutiny mounts
The UK’s biggest water group,
without a permanent boss since
Sarah Bentley quit in June, has
handed the helm to Chris Weston,
former head of power supplier
Aggreko. He said that he would
aim to deliver recovery.— PAGE 12

B()E and ECB damp market optimism
triggered by Fed's rate cut forecasts

e Inflation fears linger across Atlantic @ Borrowing costs held @ Gains for main European indices

» Hospital waiting lists fall
NHS England data has shown that
patients were waiting for almost
7.71mn appointments, from a
record 7.77mn in September, as
the health service braced itself for
a testing winter.— PAGE 3

» UK hosts fighter project
Britain has been chosen as the
headquarters for a joint project
with Italy and Japan that aims to
have a new supersonic fighter
aircraft in the air by 2035.

— PAGE 6; MOD RADIO DEAL, PAGE 3

» Amazon wins tax battle
The ecommerce group has won a
€250mn battle as the EU’s top
court rejected the argument that
a Luxembourg tax deal amounted
to illegal state aid. It could affect a

similar case over Irish tax.— PAGE 9
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: ForecaSTs » EU joining talks for Kyiv

The bloc’s leaders have agreed to
accession talks with Ukraine,
after Hungary’s prime minister,
Viktor Orban, relented in his
opposition to the historic step.

— PAGE 4; GILLIAN TETT, PAGE 23
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BoE governor, said there was “still some
way togo” in the UK.

Both central banks held interest rates
steady — the ECB at 4 per cent and the
BoE at 5.25 per cent — with Lagarde cau-
tioning “we should absolutely not lower
our guard” against price pressures.

A day earlier the Fed also held rates —
at 5.25 per cent-5.5 per cent — but pro-
vided forecasts showing US officials
believerates will end next year at 4.5 per

BoE and ECB sapped the life out of the

Mood swing

caution

Economists’

Wednesday’s guidance from the Federal
Reserve brought joy to Wall Street, with
stocks rallying and government bond
yields falling. But, at a time when the
inflation outlook remains uncertain,
economists said this was exactly the
kind of exuberant outcome the Fed
needed to avoid. Dovish signals Page 6

kept high for an “extended period of
time” and left open the option of further
rate rises if necessary. “There is still
some way to go. We'll continue to watch
the data closely, and take the decisions
necessary to get inflation all the way
back to 2 per cent,” Bailey said.

The MPC voted six to three to keep the
key rate at its highest level in 15 years.
After the ECB maintained its bench-
mark deposit rate at its highest-ever

fresh six-month low of 4.28 per cent,
down almost a full percentage point
from the 17-years highs of just two
months previously, before recovering to
4.36 per cent. Two-year German Bund
yields, the eurozone benchmark, fell
0.06 percentage points to 2.59 per cent.
Ten-year gilt yields were 0.05 percent-
age points lower at 3.79 per cent.

Rates held & consumer hopes page 2
Lex page 24

Hollie Adams/Bloomberg;
Ronald Wittek/EPA-EFE/
Shutterstock

border in an effort to prevent a
full-blown conflict.— PAGE 8

» Allianz defuses time bomb
The insurance group has fought
off a legal challenge brought by
Exeter university after declining
to cover damage caused by the
controlled explosion of a second
world war bomb.— PAGE 9
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Hospitality sector looks
forward to festive period

The hospitality sector, which typically
sees the Christmas season as its
‘golden quarter’, has been blighted
over the past three festive trading
periods by Covid-19 lockdowns and
train strikes. However, large restaurant
chains and pub groups this time
around are buoyed by table bookings
and trading updates that are up on last
year. Such bullishness is not shared by
smaller operators and the wider sector
is fearful of a new year hangover.
Bursting with festive cheer » PAGE 3

Opec+ share of oil supply slips to half
as demand dips and US output surges

IAN JOHNSTON AND
DAVID SHEPPARD

Opec+ now controls barely half of glo-
bal oil production as the pace of
demand slows “drastically” and US
output hits new highs.

The International Energy Agency yes-
terday said that recent production cuts
to prop up the oil price had reduced the
market share of Opec+ to 51 per cent,
the lowest since the expanded cartel was
setupin2016.

Despite the output cuts, oil prices are
lingering below $75 a barrel, against
nearly $100 in September, with the IEA
noting that “global oil demand growth
will slow drastically” in the current
quarter.

Citing macroeconomic factors such as
higher interest rates and a “fading
rebound from Covid-induced lows”, it

said demand would be almost 400,000
barrels a day lower for the quarter than
it had anticipated just last month.

The watchdog added that the sway of
Opec+ over the market might fall fur-
ther next year as increases in produc-
tion by non-members were expected to
be enough to meet the entire rise in glo-
bal demand forecast for 2024. It noted
that record supply from the US and ris-
ing output from producers such as Guy-
ana and Brazil would increase oil sup-
plied by non-Opec countries by 1.2mn
barrels a day in 2024, more than the
1.1mn b/d forecast for demand growth.

The cartel, which includes Opec
members plus countries such as Russia,
Mexico and Azerbaijan, has announced
several rounds of supply cuts over the
past 14 months. But its efforts to sup-
port prices above $80 a barrel have been
hindered by output by non-members.

The IEA said the US, which is already
producing 20mn b/d, would remain the
leading source of supply growth next
year. “The continued rise in output and
slowing demand growth will complicate
efforts by key producers to defend their
market share and maintain elevated oil
prices,” the IEA pointed out.

The IEA now expects oil demand
growth to tumble from a year-on-year
rate of 2.8mn b/d in the third quarter of
thisyear to1.9mn b/d in this quarter.

It had forecast that demand growth
this quarter would be 2.3mn b/d.

The watchdog added that more than
half of this revision was due to weaker
demand in Europe, “where unprece-
dented rate hikes in 2022-23 are work-
ing their way through an already stag-
nant manufacturing sector”.

The agency also forecasts weaker
demand for the Middle East and Russia.
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Consumer confidence hits three-month high

Rising wages and lower
mortgage rates boost
sense of financial security

VALENTINA ROMEI
ECONOMICS REPORTER

Consumer confidence rose for the sec-
ond consecutive month in December,
according to research company GiK,
suggesting households could be more
inclined to spend this Christmas.

The consumer confidence index, a
measure of how people view their per-
sonal finances and broader economic
prospects, rose two points to minus 22,
its highest level since September and the
second-highest since January 2022, data

released today showed. Consumer con-
fidence has been volatile in recent
months, reflecting contrasting factors in
the wider economy.

Elevated prices and high borrowing
costs have weighed on household budg-
ets. But wages have begun to rise faster
than inflation while mortgage rates are
down from their summer peak, sup-
porting people’s sense of financial secu-
rity.

“Despite the severe cost of living crisis
still impacting most households, this
slow but persistent movement towards
positive territory for the personal
finance measure looking ahead is an
encouraging sign for the year to come,”
said Joe Staton, client strategy director
at GIK.

Investors watch the index closely as
an early indicator of spending trends.
Households with greater confidence in
their financial situation and general
economic outlook are typically less

"This persistent movement
towards positive territory
1S an encouraging sign

for the year to come’

inclined to save and more likely to
spend, boosting the economy.

The increase in confidence in Decem-
ber could help dissuade markets from
raising their bets on how much the Bank
of England could cut interest rates by

next year. Yesterday, the central bank
held rates at a 5.25 per cent high, saying
that “further tightening in monetary
policy would be required if there were
evidence of more persistent inflationary
pressures’.

Markets are expecting the BoE to cut
rates to 4 per cent by the end of Decem-
ber next year, following a contraction in
economic output in October and wage
growth slowing more than expected.

The data showed that confidence was
also sharply higher from minus 42 in
December 2022. For the year ahead,
expectations of their personal financial
situation rose one point to minus 2 in
December, up strongly from minus 29 in
December 2022.

Staton said the recovery in that sub-

index was encouraging because it
was an indication of household “finan-
cial optimism and control over personal
budgets”.

Ellie Henderson, economist at
Investec, said some of chancellor Jer-
emy Hunt’s announcements in the
Autumn Statement had probably
“boosted respondents’ perception of
their future financial situation”.

These included the decision to cut
employees’ National Insurance contri-
butions by 2p from January and a 9.8 per
cent rise in the National Living Wage
from April.

But she pointed out that consumer
confidence remained well below its
long-term average, “reflecting the still
challenging economic backdrop”.
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All change
Liverpool St
takes busiest
station crown

London’s Liverpool Street has
replaced Waterloo as the busiest
station in Britain, new figures show.

The number of entries and exits at
Liverpool Street was 80.4mn in the
year to the end of March, the Office of
Rail and Road regulator said.

The year-on-year increase of
around 50mn was attributed to the
opening of the Elizabeth line railway,
which serves the station.

The Elizabeth line also caused
Paddington to rise to second place
with 59.2mn entries and exits.

Waterloo fell to third place with
57.8mn entries and exits.

The least used station that was
open throughout the whole year was
Denton, Greater Manchester, with 34
entries and exits.

oo Svargroand 19SS

London’s Liverpool Street, left, had 80.4mn entries and exits compared with just 34 at Denton, Greater Manchester — Jordan Petiitt/Peter Byrne/PA Wire

Economy. Monetary policy

Stubborn inflation prompts BoE to hold interest rates

Bailey plays down tentative

signs of good news despite Fed

pointing to favourable trends

SAM FLEMING AND VALENTINA ROMEI
LONDON

As far as the Bank of England is con-
cerned, it is too soon for a pivot in the
battle against high inflation.

That was the strong message from
Threadneedle Street yesterday, just
hours after the US Federal Reserve lita
fire under global markets by heralding
rate cutsin the new year.

While Jay Powell, the Fed chair, seized
upon favourable trends in US inflation
and labour markets as he executed a
U-turn on the interest rate outlook, BoE
governor Andrew Bailey and his col-
leagues went to lengths to downplay any
tentative signs of good news in the UK
economy.

Voting six to three to hold rates at 5.25
per cent, the BoE’s Monetary Policy
Committee warned it was confronting a

more stubborn problem with inflation
than its counterparts across the Atlantic
— or indeed in the euro area, where the
European Central Bank also held rates.

“They are minded to keep policy
restrictive well into 2024, and that is a
sharp contrast with the Fed,” said Jens
Larsen, a director at Eurasia Group.
“The Fed’s [decision | was a surprise and
a pivot. The BoE has not pivoted atall.”

The hawkish message in London was
partly because the BoE remains anxious
to avoid domestic criticism that it might
underestimate the inflation outlook.
Last month a committee of the House of
Lords accused the bank — and its peers
— of “complacency” about inflation
after the Covid-19 pandemic.

But as the minutes to the latest bank
decision made clear, policymakers
genuinely believe the UK is in a deeper
hole with regard to inflation than its
peers.

Wage growth is higher in the UK than
in the US and euro area, as is services
inflation and the “core” measure of
prices that strips out food and fuel, the
minutes noted.
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Like the eurozone, the UK was hit far
harder by the energy price upsurge than
the US. Most evidence suggests the Brit-
ish labour market is still tighter than
before the pandemic, boosting wage
growth.

There are 957,000 vacancies in the
economy, about 100,000 more than on
the eve of the pandemic. A Bank of Eng-

UK core inflation is higher

than in other countries
Annual % change in consumer price
index excluding food and energy
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Environment

land survey of chief operating officers in
November found that 50 per cent of
businesses reported they were finding it
harder to recruit new employees com-
pared with normal.

The latest UK figures showed that
average wages grew by an annual rate of
7.3 per cent in the three months to Octo-
ber. The number was sharply down
from a summer peak of 8.5 per cent but
still higher than in the US and the euro-
zone. US average earnings grew at an
annual rate of 4 per cent in November,
while in the eurozone negotiated wages
rose by 4.7 per cent in the third quarter.

“To the extent that they were broadly
comparable, measures of wage inflation
were also considerably higher in the
United Kingdom than elsewhere, even
though there were signs of easing in all
three economies,” the BoE said yester-
day.

This has supported higher services
inflation in the UK than elsewhere.
Services inflation is closely monitored
by policymakers as a better indication
of domestic price pressures than head-
line price growth.
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Pilot project to heat homes
using hydrogen is scrapped

RACHEL MILLARD
CLEAN ENERGY CORRESPONDENT

Plans for a trial to test hydrogen as a
replacement fuel in gas-fired boilers
have been abandoned, in the latest set-
back for its prospects of taking a larger
role in domestic heating.

Ministers yesterday said they would not
proceed with a proposed pilot in Redcar,
north-east England, which had been
due to start in 2025, blaming a lack of
supplies of low-carbon hydrogen.

The decision followed opposition to
the project from residents raising con-
cerns about cost and safety, while critics
had argued hydrogen was unsuitable for
home heating as it was less efficient than
alternatives, such as heat pumps.

It comes after ministers scrapped
another trial in Whitby, near Liverpool,
in July following opposition from resi-
dents. Ministers said they would look at
the results of a planned trial in Fife,
Scotland, due to run next year, and pilot

schemes elsewhere in Europe, before
making a decision on hydrogen’s role in
home heating in 2026.

Hydrogen does not produce carbon
dioxide emissions when burnt, so is
viewed as a potential replacement for
natural gas. However, it is mostly pro-
duced from natural gas, releasing car-
bon dioxide in the process.

Producing it in a lower carbon way
involves either capturing and storing
those emissions or extracting it from
water using green electricity to make
“green hydrogen”, both of which are
complicated and expensive.

In an effort to jump-start production
of low-carbon hydrogen, ministers
awarded the first round of subsidies to
“green hydrogen” producers yesterday,
with revenue support contracts total-
ling an estimated £2bn over 15 years to
build 145MW of capacity.

But the capacity of the 11 subsidised
projects fell short of the government’s
250MW target.

In the UK it is running at 6.6 per cent,
compared with eurozone services infla-
tion of 4 per cent in November and 5.2
per cent in the US.

Though the UK figure has softened
this year from a July peak of 7.4 per cent
and 6.9 per cent in September, the BoE
said the decline had been driven by
components such as non-private rents
and airfares that are “not typically relia-
ble indicators of trends in inflationary
persistence’.

Even the fall in the consumer price
index to 4.6 per cent in October was of
“relatively limited” significance, the
majority of rate-setters concluded.

The comments were all a very clear
rebuff to investors who have been scep-
tical of the BoE’s repeated claims that
rates will be kept persistently high for
an “extended” period of time.

Even after the BoE’s latest statement,
traders in swaps markets were pricingin
at least four UK rate cuts next year.

The BoE repeated its warning that
rates could rise yet further and said the
decision on whether to raise or hold had

been finely balanced.
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Nuclear energy

State cash for
EDF’s Hinkley

Point C reactor
ruled out

JIM PICKARD — LONDON
SARAH WHITE — PARIS

The taxpayer will not step in to help
France’s EDF fund Hinkley Point C
after its Chinese partner CGN halted
payments to cover mounting cost over-
runs on Britain’s flagship nuclear
power project.

The reluctance of the government to
intervene comes as the price tag for the
power plant under construction in Som-
erset in the South West is likely to ex-
ceed the revised £32.7bn estimate EDF
put on it this year, said people close to
the talks.

CGN, EDF’s partner in Hinkley Point
C, had agreed to finance 33.5 per cent of
the original £18bn cost of the plant in
2016, with the French group responsible
for the remainder.

But after paying its contracted share,
CGN has not made payments linked to
the overruns in recent weeks, said three
people familiar with the matter. The
French group warned this year that the
Chinese group might refuse to pick up
the extra costs.

“There was an expectation this would
happen, and now it has,” one of them
said. “EDF is looking at ways the British
government might be able to help, but
these discussions could take time.”

One official said there were no plans
to step in to fill the gap left by CGN, sug-
gesting EDF should pull in other inves-
tors. “It is a commercial contract which
we obviously don’t play a part in financ-
ing,” they said, adding: “It would first be
amatter for the shareholders.”

One industry insider said pulling
other investors into the project at this
stage would be “complicated”.

The French economy ministry said it
was in contact with London on the issue.
“We’re working with the British govern-
ment to ensure the rollout of the UK
nuclear programme, including on the
financing front,” an official in Paris said.

French President Emmanuel Macron
ordered EDF to be fully nationalised last
year as its finances were hit hard during
the energy crisis just as it was gearing up
for a huge investment programme to
build a fleet of new nuclear power plants
in France.

EDF plays a similar key role in Britain
where, in a venture with Centrica, it
owns and operates the fleet of ageing
nuclear power plants, most of which are
due to cease operation by the end of the
decade. It is also the only company
developing new large reactors in the UK,
including Sizewell C, a second project on
the Suffolk coast, to offset the signifi-
cant loss of nuclear generating capacity
in the coming years.

Plans to build a new fleet of nuclear
reactors for the UK have been around
for almost two decades but the pro-
gramme has been dogged by delays and
the withdrawal of several private com-
panies as successive Conservative gov-
ernments struggled to find a financing
model that worked.

The £32.7bn bill for Hinkley Point Cis
being recalculated. Two people familiar
with the issue said the costs were likely
to rise again and its long-delayed open-
ing, currently scheduled for June 2027,
was likely to be delayed again.

The fallout over funding for Hinkley
Point C comes as relations between Lon-
don and Beijing have deteriorated in
recent years. Ministers have moved to
limit Beijing’s influence in UK infra-
structure projects, including pushing
CGN out of the nuclear programme.
Additional reporting by Edward White
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Country ‘asleep at the wheel
on access to critical minerals

HARRY DEMPSEY
COMMODITIES CORRESPONDENT

Decades of inaction in policymaking to
ensure access to critical minerals has
left the UK vulnerable to China’s domi-
nance of raw materials, a cross-party
group of MPs warned today.

The House of Commons foreign affairs
committee found the UK had fallen
behind its allies in securing supplies of
elements such as lithium, graphite and
tin, putting the country’s competitive-
ness in advancing manufacturing under
threat.

“The cost of failure will be the loss of
key industries, such as the automotive
sector and the ecosystems of research,
innovation and manufacturing that
support green technologies,” it said.

The risks of relying on China were
underlined this year after Beijing
imposed export restrictions on gallium,
germanium and graphite. It dominates
the global supply chain for all three criti-

cal minerals, which are vital for semi-
conductors and electric car battery
manufacturing.

“For three decades we have been
asleep at the wheel,” said Alicia Kearns,
chair of the committee.

“It is particularly clear that we need to
confront the weakness created by our
dependency on a single state: China.
These minerals power modern life and if
China pulls the plug, we will all pay the
price.”

The UK published its first critical
minerals strategy in July 2022, followed
by a “refresh” this year. But the report
said those documents lacked the level of
detail and prioritisation needed to be
useful.

A government spokesperson said it
“will carefully consider the recommen-
dations” in the report but added that it
“has played a leading role in developing
a co-ordinated response to critical min-
eral supply chain risks” with other
countries.



Friday 15 December 2023

* FINANCIAL TIMES

OLIVER BARNES

Christmas, normally the busiest period
for restaurants, bars and pubs, has gen-
erated little festive cheer for the hospi-
tality sector in recent years.

A last-minute lockdown to stop the
spread of Covid-19 in 2020, a viral vari-
ant 12 months later and a series of train
strikes last year have damped the past
three festive trading periods, tradition-
ally a key part of what the industry bills
asits “golden quarter”.

But Martin Williams, chief executive
of Rare Restaurants, owners of the Gau-
cho steak chain, said this year was dif-
ferent. It had “not been very golden”
since coronavirus hit, but this time
“Christmas has got off to abang”.

Table bookings for December across
Rare’s 23 sites nationwide were up 21
per cent, compared with last year, as of
early December, Williams said.

Will Beckett, co-founder of Hawks-
moor, a rival steak chain, said his res-
taurants were “heaving”, with bookings
up as much as 30 per cent on last year.

In trading updates in recent weeks,
Fuller’s and Marston’s, two of the biggest
listed pub groups, have both reported
strong Christmas performances well
ahead of last year.

There were early signs of industry
bullishness when three-fifths of hospi-
tality executives said they were optimis-
tic about Christmas trading, according
to a business confidence survey in Octo-
ber by CGA, the industry tracker.

10.1x

October food and
drink inflation
after a peak of
191% in March

30%

Rise in bookings
at Hawksmoor
chain compared
with last year

In another positive sign for larger
players in the sector, separate CGA data
published on Wednesday showed sales
in managed pubs, restaurants and bars
across the country rose 4 per cent year-
on-year last month from a 3.2 per cent
increase in October.

Rob Pitcher, chief executive of Revo-
lution Bars Group, said the adoption of
hybrid working by many employers had
led to them viewing Christmas office
parties as a means to bring colleagues
together, resulting in a rise in corporate
bookings.

“The larger corporates are coming out
and booking those Christmas functions
again,” he said.

“Bosses are thinking that with hybrid
working, teams aren’t together . . . and
when they do get the team together, we
need to make sure that the whole team
is here, and Christmas is the perfect
opportunity for that,” he said.

While the large restaurant and pub
chains are bullish about maximising
profits this year, some smaller busi-
nesses were more apprehensive going
into the festive season. Almost a quarter
of independents told the CGA survey
they were pessimistic about Christmas,
compared with just 8 per cent of execu-
tives at bigger groups.

Kate Nicholls, chief executive of
UKHospitality, the trade body, said that
it was a “matter for viability” for smaller
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Big hospitality businesses burst with
festive cheer after bleak winters past

Small operators doubt there is much to celebrate and wider sector is fearful of a new year hangover
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Todd, of the

Wonston Arms
in Hampshire,
says the festive
period is
critical. Below,
Tony Rudd, of
the Copper &
Ink restaurant
in south-east
London, says
bookings are

down this year
Tom Pilston/Charlie Bibby/FT

operators to pull in the punters in the
run-up to Christmas given the cost of
living crisis.

Matt Todd, who runs the Wonston
Arms, an independent pub in the village
of Wonston in Hampshire, said this cru-
cial period was inspiring as much nerv-
ousness as seasonal cheer. “I need the
Christmas trade to arrive big time and
not just on Christmas Eve,” he said,
explaining that he had little visibility
over demand as he relied on walk-ins.

“My nervousness is that can I make
enough of this Christmas, can we
get enough of the traffic to deliver the
big month that we need so we can

make it through the hangover of Janu-
ary and February,” he added.

Unlike the bullishness from the bigger
restaurant groups, Tony Rudd, the
patron chef of the Copper & Ink restau-
rant in south-east London, said Decem-
ber bookings had disappointed and
were 30 per cent down on last year.

“We have less of the traditional
Christmas party bookings,” said Rudd.
“Many hospitality businesses have been
struggling all year, but hanging on in the
hope that the Christmas trade might
sustain them for another few months,
but sadly it looks gloomy.”

Costs remain high, despite energy and
food price inflation abating in recent
months. The latest official figures show
food and drink inflation fell in October
to 10.1 per cent from a peak of 19.1 per
cent in March, according to the Office
for National Statistics. More recent data
from the British Retail Consortium, the
industry group, suggested prices could
fall further in November.

Yet those signs of relief are offset by an
increase in the minimum wage in April,
which will add to the wage bills for pubs
and restaurants.

“2023 has been a year of cost pres-
sures, said Charlie Gilkes, who runs the
Inception Group of bars and restau-
rants. “We’re seeing some improve-
ments [in input costs] but I don’t think
it’s time to celebrate. The big question in

Tthink

January and
February
are going

to be awful.
People are
feeling the
pinch’

Alan Morgan,

Big Table
Group
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Parliamentary standards

Ex-Tory MP suspended over lobbying scandal

ANNA GROSS
POLITICAL CORRESPONDENT

Rishi Sunak faces the prospect of
another tough by-election after the
House of Commons standards commit-
tee said former Tory MP Scott Benton
should be suspended for 35 days for

giving the impression he was “corrupt
and for sale”.

The verdict came after the Blackpool
South MP, who now sits as an independ-
ent, was caught on camera in a journal-
istic sting operation offering to do paid
lobbying for a fictitious company.

If the penalty is confirmed by MPs, it
will trigger a recall petition and poten-
tially a by-election, creating another
problem for Sunak as the prime minis-
ter tries to strengthen the Tory party’s
dire polling numbers.

Benton won the seat from Labour in
2019 with a 3,690 majority. The opposi-
tion has a double-digit lead in national
polling and has won a number of by-
electionsin the past year.

“The message [Benton]| gave to his
interlocutors at the March 7 meeting
was that he was corrupt and for sale, and
that so were many other members of the
House,” the committee said yesterday.

The committee, made up of MPs from
across the political divide and lay mem-
bers, also said Benton should lose his

salary for the duration of the 35-day sus-
pension. The incident is the latest exam-
ple of the willingness of MPs to lobby
ministers on behalf of companies in
ways that breach or stretch parliamen-
taryrules.

Benton was suspended by the Con-
servative party in April pending the out-
come of the investigation.

Rules have been tightened since 2021

"The message [Benton |
gave to his interlocutors
was that he was corrupt
and for sale’

when former Tory MP Owen Paterson
was found to have breached lobbying
rules in what the then parliamentary
standards commissioner described as
“an egregious case of paid advocacy”.
Paterson rejected the findings and
resigned his seat.

Benton had been approached by
reporters from The Times newspaper
who posed as representatives of a ficti-
tious foreign investor in the gambling
industry and filmed their conversations
with him.

The newspaper said Benton offered to
provide an advance copy of a forthcom-
ing government policy document on

gambling and to pose questions in par-
liament on the company’s behalf.

It also quoted him as saying he had
previously put down questions on
behalf of companies, including one on
February 17. Commons records show
that on that day he put down two ques-
tions about the average time it took for
the Office for Product Safety and Stand-
ards to conduct investigations.

The committee found that Benton
had committed an “extremely serious
breach” of parliamentary rules. It cited
as “aggravating factors” Benton’s
attempt to conceal or withhold evidence
and his indication that he may have pre-
viously engaged in similar behaviour.

The report noted his apparent
remorse about the incident as a mitigat-
ing factor. He had approached the par-
liamentary commissioner for standards
the month of the sting operation to
inform them about the exchange.

In a letter to the committee in Octo-
ber, Benton apologised “profusely” for
giving an inaccurate description of the
fake company when he first approached
the commissioner, and conceded it had
been a “mistake” not to be clearer dur-
ing the sting meeting about what MPs
were not permitted to do. “It is the hon-
our of my life to serve my constituents
in parliament and I sincerely regret and
apologise for thisincident,” he wrote.

all of our minds is what happens to sales
and what happens to consumer spend-
ing next year.”

Like other larger chains, Gilkes said
his 14 venues across London, which
include the Mr Fogg’s bar brand, were
busy. Event bookings for December are
10 per cent ahead of this time last year,
with strong demand from both corpo-
rate and private clients. He added that
there was little impact from the limited
train strikes last week, compared with
Christmas 2022.

But the fear is that after splashing the
cash in the run-up to Christmas, con-
sumers will tighten their belts even
more dramatically than usual early in
the new year.

“I think January and February are
going to be awful,” said Alan Morgan,
chief executive of the Big Table Group,
which owns Bella Italia and Café Rouge.
“People are feeling the pinch ... and
there is no evidence that Christmas
spending is slowing, so history suggests
it will bite straight afterwards.”

Smaller operators were expected to
bear the brunt, said Beckett. When he
walked around London’s Soho at lunch-
time last week, he saw several inde-
pendent restaurants “that didn’t look
busy at all” and at least four were closed.

“As with quite a lot of things at the
moment in hospitality, the pain falls
very unevenly,” he added.
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Hospital
waiting lists
fall for first
time this year

LAURA HUGHES
PUBLIC POLICY CORRESPONDENT

The waiting list for routine hospital
treatment in England fell in October
for the first time this year, according to
figures released yesterday, as the
health service braced for one of its
most testing winter periods.

Patients were waiting for almost 7.71mn
appointments from a record 7.77mn in
September, NHS England data stated.

The data offer a small reprieve for
Prime Minister Rishi Sunak, who this
year made cutting waiting lists one of his
five key priorities ahead of the general
election expected next year.

However, a number of key targets are
still being missed, the figures showed.
Some 69.7 per cent of patients were seen
within four hours in accident and emer-
gency departments, short of the target
of 95 per cent and down from 70.2 per
cent the previous month.

The number waiting more than 18
months for an appointment in October
was 10,506 from 10,201, underlining the
continued failure to eliminate all 18-
month waits by April this year.

Sir Julian Hartley, chief executive of
NHS Providers, which represents health
organisations across England, said the
reduction of the elective waiting list had
provided “the glimmer of hope we all
needed” but cautioned “there’s no room
for complacency as we plunge into win-
ter, the hardest time of year for NHS”.

Separate figures out yesterday
revealed that the NHS in England is fac-
ing an £11.6bn maintenance backlog,
stepping up pressure on Sunak to
deliver more money to repair dilapi-
dated buildings.

More than half the backlog relates to
buildings classed as posing either a
“high” or “significant” risk to patients
and staff, at a cost of £2.36bn.

A wave of strikes across the NHS since
December 2022 has added to the strain
as it approaches the winter months,
having led to the cancellation of 1.2mn
operations and appointments.

Junior doctors in England are due to
walk out in a fresh round of strikes last-
ing nine days in December and January,
after failing to reach an agreement with
the government on a better pay offer.

Professor Sir Stephen Powis, NHS
national medical director, told the BBC
yesterday that more than 1,700 addi-
tional paramedics and ambulance sup-
port staff had been recruited to help
alleviate the pressure on A&E depart-
ments this winter, which are currently
under huge strain.

Responding to the latest figures,
Powis described the overall reduction in
the waiting list for elective care as
“excellent” progress.

However, he said the service was fac-
ing a “challenging winter on anumber of
fronts, with the number of patients in
hospital with flu and norovirus increas-
ing considerably each week, continued
issues discharging patients who are
medically fit due to a lack of social care
capacity, and [further] industrial action
ahead of the Christmas bank holidays”.

Wes Streeting, Labour’s shadow
health secretary, said: “People can no
longer trust the NHS will be there for us
in an emergency.’
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Military procurement

MoD ends delayed battlefield radio contract

SYLVIA PFEIFER

A £395mn military contract with Gen-
eral Dynamics has been terminated
after the US defence company failed to
deliver a key part of a programme for
the British army’s new military com-
munications system.

The £3.2bn next-generation tactical
communications system, known as
Morpheus, is due to replace technology
first introduced almost 20 years ago.

General Dynamics should have pro-
vided a “lab tested design” for a key part
of the project in December 2020. But
James Cartlidge, the defence procure-
ment minister, said yesterday that
delivery against the original timescale
was “not met” and that progress on the
Morpheus project had fallen “short of
what we expected”.

As a result, he added, the contract
“has now been concluded”.

Sometimes described as the “brain” of
the army’s future armoured vehicles,
Morpheus is pitched as a network that
will connect sensors, commanders and
weapons. The project involves both soft-
ware and hardware, including battle-
field radios.

It was due to enter service in the mid-
dle of this decade, replacing the current
in-service Bowman system but the pro-
curement has been beset by delays, with

critics branding it the “next procure-
ment disaster”.

The Ministry of Defence in 2017
awarded the contract to General
Dynamics as the lead contractor for a
key part of the project, to ensure that
the new system, once developed, would
have an “open data architecture
approach”, enabling greater flexibility
for future upgrades.

Cartlidge declined to provide any
details on the discussions with General
Dynamics, citing “commercial confi-

The Morpheus communications
system is due to replace Bowman

Y

dentiality,” but added that the arrange-
ments around the cancellation had been
“verified” by both the Treasury and the
Cabinet Office as “representing the best
value for money approach for the tax-
payer’.

He added that the MoD had commis-
sioned the Cabinet Office’s Infrastruc-
ture and Projects Authority to conduct
an independent review of the Morpheus
project.

Ministers would also proactively
reconsider the requirements that the
project was due to deliver, with conclu-
sions expected in the spring.

The department would continue to
work with General Dynamics to ensure
that it delivered a planned update to
sustain the Bowman system until Mor-
pheus was in operation, Cartlidge said.

General Dynamics declined to com-
ment. It is the second problematic pro-
curement in which the company has
been involved with the MoD. It is also
the lead contractor for Ajax, the British
Army’s long-delayed armoured vehicle
programme.

“It is amazing how this has dribbled
on for years,” said Francis Tusa, editor
of the Defence Analysis newsletter, add-
ing that the “strategy for the procure-
ment [of Morpheus] has been flawed
from the start”.

Additional reporting by Lucy Fisher
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Brussels summit

EU agrees to accession talks with Ukraine

Zelenskyy hails ‘victory
for all of Europe’ as bloc

debates €50bn support

HENRY FOY, ALICE HANCOCK,
PAOLA TAMMA AND LAURA DUBOIS
BRUSSELS

EU leaders agreed to open accession
talks with Ukraine at a charged summit
yesterday, after Hungary’s prime minis-
ter relented in his opposition to the his-
toricstep for the war-torn country.

The decision marks a milestone on
Kyiv’s determined path to join the bloc
once the conflict with Russia is over, and
represents an endorsement by Brussels
of the country’s western trajectory.

The decision is part of the EU’s pro-
posed support package for Ukraine

being discussed at the summit in Brus-
sels, alongside a four-year, €50bn fund
from the bloc’s shared budget which has
yet to be agreed.

The EU’s resolve to continue support-
ing Ukraine has become critical given
the US Congress’s failure to agree on a
$60bn package for Kyiv proposed by the
White House.

“The European Council has decided
to open accession negotiations with
Ukraine and Moldova,” said Charles
Michel, president of the council, who
chairs the summit. “A clear signal
of hope for their people and for our con-
tinent.”

In a video address to EU leaders,
Ukrainian president Volodymyr Zelen-
skyy said the bloc had given his country
a “clear schedule” for accession and that

delaying the decision would have been a
“victory” for Russia’s Vladimir Putin.
He later wrote on social media plat-
form X: “This is a victory for Ukraine. A
victory for all of Europe. A victory that
motivates, inspires and strengthens.

"History is made by those
who don't get tired of
fighting for freedom’

Volodymyr Zelenskyy

History is made by those who don’t get
tired of fighting for freedom.”

The EU decision came after Hungar-
ian Prime Minister Viktor Orban chose
to leave the room during the debate to
allow agreement, according to people

briefed on the talks. That followed his
threats to block both the start of mem-
bership talks and the financial support
package, a position that had exposed the
bloc’s fractured stance towards Kyiv
after almost 22 months of Russia’s war.

He later wrote on Facebook:
“Ukraine’s EU membership is a bad
decision. Hungary does not want to par-
ticipate in this bad decision.”

EU leaders are also sparring over a
proposed top-up to the shared budget.

Some richer members, led by the
Netherlands and Sweden, have said they
will agree to increase the budget only to
help Ukraine, while others — such as
Italy and Greece — want capitals to con-
tribute more fresh cash for managing
migration and other priorities.

EU officials have started discussions

on an alternative means to raise money
for Ukraine outside the common
budget, but have stressed that their sole
objective is to convince Orban to drop
his veto on that financial package.

An off-budget instrument would last
only one year, be more expensive and
take longer to set up, officials say.

“I'mready to negotiate. I have packed
many shirts [if] it takes us long,” said
Finland’s prime minister Petteri Orpo,
suggesting that the summit might
extend beyond its scheduled two days.
Supporting Ukraine was about “our
security and our existence as a credible
union. We have to show our unity”.
Additional reporting by Andy Bounds and
Javier Espinoza in Brussels and Max Sed-
don in London
Gillian Tett see Opinion

President tackles questions at

stage-managed event for first

time since invasion of Ukraine

MAX SEDDON AND POLINA IVANOVA
LONDON

Vladimir Putin said his invasion of
Ukraine would end only when Russia’s
“goals are achieved”, indicating he
intended to keep fighting until Kyiv
capitulates.

Speaking at a marathon press confer-
ence and phone-in yesterday, Russia’s
president said he was focused on the
“denazification” and “demilitarisation”
of Ukraine. The stage-managed event
was the first time Putin had taken ques-
tions at length since ordering the inva-
sion of Ukraine in February 2022.

“There will be peace when our goals
are achieved,”’ said Putin.

His vaguely worded demands, which
also include Ukraine abandoning its bid
for Nato membership, essentially
amount to its wholesale surrender and
acceptance of long-term Russian
dominance.

Ukrainian President Volodymyr Zel-
enskyy has refused to negotiate a cease-
fire and accept the loss of a fifth of his
country’s territory, which is currently
under Russian control.

But Ukrainian optimism after inflict-
ing a series of humiliating battlefield
defeats on Russia last year has faded
recently as western resolve appears to
have started to falter.

Zelenskyy this week travelled to
Washington but failed to secure addi-
tional military support from the US
Congress, where the Republican major-
ity is holding up a $60bn bill put forward
by the White House.

Meanwhile, EU leaders gathered in
Brussels yesterday to begin difficult
negotiations to overcome Hungary’s
opposition to a €50bn funding package
for Ukraine for the next four years and
to approve the start of EU accession
talks with Kyiv.

“Ukraine produces almost nothing
today, everything is coming from the
west, but the free stuff is going to run out
some day, and it seems it already is,”
said Putin.

He claimed that Ukraine was running
out of troops after taking heavy casual-
ties in its counteroffensive, which failed

TV appearance. Phone-in

Putin vows to fight until ‘goals are achieved
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Projecting
power: a woman
in Moscow walks
past a screen
showing Russian
President
Vladimir Putin
at his question
and answer
session
yesterday

Maxim Shemetov/Reuters

to secure any significant territorial gains
this year, and expressed confidence that
Russia’s army was turning the tide.

“The enemy announced a big coun-
teroffensive. None of it worked any-
where,” said Putin. “I don’t even know
why they do this. They are just sending
their men out to be destroyed.”

Kremlin spin-doctors and state media
used the telethon to present Putin as an
all-powerful, benevolent leader capable
of solving ordinary Russians’ personal
problems while crowing of victories on
the battlefield and his prowess as a glo-
bal statesman.

At one point, Putin took a question
from himself in the guise of an Al-gener-
ated video in which an “anonymous res-
ident of St Petersburg” asked the Rus-
sian president about widespread
rumours he uses body doubles. Putin
said he had “decided the only one who
looks like me and speaks with my voice
should be me”.

But in a sign of how the war was affect-
ing Russia’s society and economy, some
questions revealed citizens’ concerns

about high inflation, frontline soldiers’
frustrations and complaints about fail-
ing social services. An oncologist in
south-east Ukraine said they needed
more doctors in annexed regions.

Messages flashed on a large screen
behind Putin, including “Why does a
box of eggs cost 550 roubles in Dag-
estan?” and “Why is your ‘reality’ at
odds with our lived reality?”

Putin at times struggled to come up
with an answer.

“Of course you're right that things
don’t always work. The frontline is
almost 2,000km long,” said Putin. “Of
course not everything is delivered
everywhere on time.”

He reassured Russians that there was
no need to draft more men after last
year’s mobilisation led to mass panic
and prompted hundreds of thousands of
people to flee the country.

The president ranted at length about
what he claimed were the true roots of
the Ukraine crisis, blaming the US and
former Soviet ruler Vladimir Lenin.

He also hinted Russia had designs on

‘|Ukraine]
are just
sending
their men
out to be
destroyed’

Lookat
what’s
happening
in Gaza.
Nothing
like thatis
happening
in Ukraine’
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two other Ukrainian regions on the
Black Sea, which he said “had nothingto
do with” Ukraine. “Odesa is a Russian
city. We know that. Everyone knows
that. But no, they thought up all sorts of
historical nonsense,” he said.

Still, he insisted Russia’s war was
nothing compared with the “catastro-
phe” of Israel’s bombing campaign on
Gaza. “Look at . . . what is happening in
Gaza and notice the difference. Nothing
like that is happening in Ukraine,” said
Putin.

Putin also said Russia was in talks
with the US about releasing Wall Street
Journal reporter Evan Gershkovich and
fellow American Paul Whelan from
prison. In his first comments on the
issue since Gershkovich was arrested in
March on espionage charges, Putin said
Russia and the US were in discussion
about a potential swap.

“I hope that we will find a solution,
and that the American side will make a
decision that will be accepted by the
Russian side as well. They should be
based on humanitarian considerations.”

............................................................................
............................................................................
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on Russia’s
economy,

US believes

CLAIRE JONES — WASHINGTON
ANASTASIA STOGNEI — RIGA

Russia’s war in Ukraine is damaging its
economy, driving up domestic con-
sumer prices and forcing Moscow to
spend a third of its budget on defence,
the US Treasury department has said.

The combination of war, US allies’ sanc-
tions and Moscow’s policy response was
“putting Russia’s economy under con-
siderable economic strain”, said Rachel
Lyngaas, the department’s chief sanc-
tions economist.

The comments appeared in a draft
text, seen by the Financial Times, of one
of the most comprehensive assessments
of the financial consequences for Russia
of the president’s decision to send
troops into Ukraine last year.

Russia’s invasion and occupation of
parts of Ukraine were “contributing to
rapidly growing expenditures, a depre-
ciatingrouble, increasing inflation and a
tight labour market reflecting a loss of
workers” in its economy, Lyngaas wrote.

Russia’s economy would be more than
5 per cent bigger if President Vladimir
Putin had not launched the war, Lyn-
gaas said, adding that the country was
underperforming other energy export-
ers, including the US.

Moscow was spending more than
$100bn on defence, or almost a third of
its planned outlay in 2023, according to
the Treasury department. The huge
spending comes at the same time as the
Kremlin has paused some planned pub-
lic salary increases despite inflation
running at 7.5 per cent — far above the
central bank’s target of 4 per cent.

The Treasury’s assessment, in a blog
post published yesterday, came as the
US government warned that funds for
Ukraine could run out by the end of the
year, after congressional Republicans
last week blocked a White House
request for an additional $60bn in secu-
rity assistance for Kyiv.

There is also mounting scepticism
that western sanctions, including the G7
effort to cap the price at which Russia
can sell its oil and petroleum products,
are working as planned. The FT recently
reported that Russia was circumventing
the price cap and that almost all its
crude was being sold at a figure above
the prescribed level.

However, the Treasury claimed that
the cap, coupled with the EU embargo
on purchases of seaborne crude,
“helped reduce Russia’s export earnings
by forcing sizeable discounts on Russian
exporters where the embargo lowered
demand”. Western sanctions were forc-
ing Moscow to resort to “a costly realign-
ment of supply chains to import lower-
quality substitutes”, it said.

Russian authorities have said that the
country’s economy continues to blos-
som despite sanctions and the extra
spending to fund its invasion of
Ukraine, with Putin saying last week
that gross domestic product would
expand 3.5 per cent this year.

But the country’s GDP is partly driven
by the military-industrial sector, which
absorbs economic resources including a
labour force already overburdened by
war and distorts the economy, say ana-
lysts.

The Treasury also noted that emigra-
tion had hit historic highs, with 668,000
people leaving the country last year.
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Brussels setting rules for Alisnt pretty, but someone has to do it

GLOBAL INSIGHT

t is a much-stereotyped instinct in

Brussels: see a dynamic industry,

rush to regulate it. Like the tyran-

nosaurus rex in Jurassic Park, EU

officials hunt by movement. If part
of the economy is growing fast, they’re
rapidly on its tail.

Their latest prey is artificial intelli-
gence, on which the EU agreed an out-
line AT Act last week. The regime seems
likely to be classic EU stuff: generally
well-motivated in principle but highly
complex in practice. When France’s
president is criticising you for excessive
regulatory zeal, you might want to
pause for reflection.

The episode underlines, though, that
the EU still often sets the regulatory
pace even in sectors where its domestic
industry is undersized, simply because
itis prepared to think and act systemati-
cally where other large jurisdictions are
not. The General Data Protection Regu-

lation, the EU’s data privacy law passed
in 2016, was similarly criticised for cre-
ating administrative burdens that
advantaged incumbent tech giants with
big compliance departments over
dynamic start-ups.

Some of those critiques were no doubt
reasonable, and GDPR certainly hasn’t
facilitated a world-beating EU tech sec-
tor. Butitis still the closest we have to an
international data protection standard,
providing inspiration for regulation
across the world. It transpires that the
“Brussels effect”, where EU rules set glo-
bal standards, doesn’t necessarily
require Europe to have large competi-
tive companies in the relevant market.

To be fair to the EU, judging the cor-
rect balance of risk for rules on Al is
massively uncertain compared with the
traditional sectors where the Brussels
effect holds, such as chemicals and cars.
Even Al's creators have vastly different
opinions: a large group of researchers
and industry figures in April called for a
moratorium on its development while
the hazards were assessed.

Even if the EU isn’t necessarily the
optimal body to regulate Al in theory, it
is probably the best available so far in
practice. China, although its companies
are far ahead of the EU’s in developing

Al is far too much of a surveillance state
for its rules on tech such as facial recog-
nition to be taken as exemplars.

In the US, as with data protection,
there is some legislation on a state level,
but Joe Biden’s administration has lim-
ited itself to issuing a vague “Al Bill of
Rights” and an executive order that is
more about guidance and reporting

When France’s president is
criticising you for excessive
regulatory zeal, you might

want to pause for reflection

requirements than binding law. The
administration’s attitude to tech gov-
ernance is unclear and hence the US reg-
ulatory environment unstable.

Tech companies complain about EU
bureaucracy — Meta’s social media app
Threadsis launchingin the EU this week
five months after its US inception,
thanks to data-sharing issues created by
the EU’s Digital Markets Act — butit’sa
devil they know.

Smaller economies, such as the UK,
also have ambitions to set standards.
Prime Minister Rishi Sunak, always des-

perate to show the benefits of escaping
the EU regulatory stockade with Brexit,
has been touting his own looser
approach to Al laws. But how much the
UK can diverge, given how closely its
tech ecosystem is intertwined with the
EU’s, is not clear.

In practice, it is possible that the EU’s
Al legislation won’t provide a global
model in quite the way GDPR does.
Because multinationals want to transfer
personal data across borders, there is a
strong incentive for the EU’s trading
partners to implement interoperability,
if not full harmonisation with GDPR.

In Al, companies can run different
algorithms in different jurisdictions
with fewer incentives to standardise.

At the very least, though, EU regula-
tion will provide an anchor or triangula-
tion point to which other governments
can refer when creating their own rules.

Al is a vast new technology and its
potential to change economies and soci-
eties is not known. Someone needs to be
thinking and legislating methodically
about how its power can be channelled
for good. The EU has had the first stab at
doing so. If the US or anyone else wants
to have a go, they are welcome to try.

alan.beattie@ft.com
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Powell's dovish signal on rates delights

Economists warn that bout of investor exuberance risks making effort to tame price pressures harder

COLBY SMITH — NEW YORK

For weeks ahead of their final meeting
of 2023, Federal Reserve officials
appeared to have one goal in mind: keep
as much flexibility over monetary pol-
icy as possible to finish what has become
an arduous fight to tame inflation.

On Wednesday, chair Jay Powell
changed the tune.

Between a new tone in the policy
statement, fresh projections indicating
a less aggressive path for interest rates
and Powell’s own commentary during a
press conference, the signals pointed in
one, consistently dovish direction.

The shift overshadowed the US cen-
tral bank’s other, more expected
announcement on Wednesday — that it
was holding rates for a third consecutive
meeting.

Rather, not only did the Fed indicate
that its multiyear campaign to tighten
monetary policy was now drawing to a
close, but officials also began entertain-
ing sharper cuts to borrowing costs next
year — a move designed to secure a soft
landing for the world’s largest economy.

Together, this brought joy to Wall
Street, with stocks rallying and govern-
ment bond yields falling. By Wednesday
evening, the yield on the 10-year Treas-
ury had dipped below 4 per cent for the
first time since August.

Traders in federal funds futures mar-
kets increased their bets that the central
bank could begin slashing the bench-
mark rate as early as March and that
rates could end next year below 4 per
cent, well below their current level of
5.25 per cent to 5.5 per cent, a 22-year
high.

But at a time when the inflation out-
look still remains uncertain, economists
said this was exactly the kind of exuber-
ant outcome the Fed needed to avoid, or
risk making its own job of fully taming
price pressures more difficult.

The fear is that looser financial condi-
tions that bring about a cheaper cost of
capital could unleash another wave of
borrowing and spending by businesses
and households, undoing some of the
central bank’s work to restrain demand
and cool the economy.

“It may make the last mile [of getting
inflation down to target] harder,
because they will not have financial con-
ditions as tight as they need,” said Vin-
cent Reinhart, who worked at the Fed
for more than 20 years and is now at
Dreyfus and Mellon.

“Investors are like the kids in the back
seat saying, ‘are we there yet’ and they
are just going to keep saying [that] at
every meeting and their pricing will
make the journey longer.”

The primary risk for the Fed was if the
economy — and its robust jobs market —
continued to defy expectations of a
slowdown, in turn keeping inflation
from falling as quickly as officials now
expected, said Dean Maki, chief econo-
mist at Point72 Asset Management.

“It’s not so obvious that the labour

................................................................................
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Long shadow:
the mood on
Wall Street has
lifted even
though the
struggle against
inflation
remains
unfinished

business
Michael Nagle/Bloomberg

market right now is consistent with the
Fed’s 2 per cent target,” he said, refer-
ring to the central bank’s inflation goal.
“I think there is a risk to the strategy at
this stage without seeing more inflation
or labour market data.”

While monthly jobs growth has
cooled recently, demand for workers in

said Maki.

anteed”.

pace of hiring and consumer spending,

Powell alluded to those risks on
Wednesday, saying it remained “prema-
ture” to declare victory over inflation
and that further progress “can’t be guar-
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But while he reiterated that the cen-

industries from leisure and hospitality
to healthcare remains strong.
Those sectors could sustain a brisk

Fed officials hint at steeper cuts next year
Each dot represents one FOMC participant’s projection for
the midpoint of US interest rates, Dec 2023 (%)

tral bank could raise rates again if nec-
essary, Powell’s warning rang hollow.

One reason was a change in the Fed’s
statement, where it cited the conditions
under which it would consider “any”
additional tightening. “We added the
word ‘any’ as an acknowledgment that
we are likely at or near the peak rate for
this cycle,” said Powell.

That view was backed up by projec-
tions released on Wednesday that
showed most of the central bank’s offi-
cials did not think rates would rise fur-
ther and that they did expect more cuts
next year than shown in the previous
“dot plot” of their projections released

They now anticipate the policy rate
falling by 0.75 percentage points in 2024
and another full percentage point in
2025, before it stabilises between 2.75

progress
‘cant be

guaranteed’

Jay Powell,
Fed chair

Beijing puts security before
reform in outlook for 2024

JOELEAHY AND SUN YU — BEIJING
ANDY LIN — HONG KONG

China’s leaders have given almost equal
weight to security and reform at an
annual economic meeting that sets pol-
icy for the following year, accordingto a
Financial Times analysis.

Beijing released a detailed statement on
the Central Economic Work Conference,
which was held on Monday and Tues-
day, and pledged to pursue measures
ranging from “proactive fiscal policies”
to tax breaks for strategic industries in
2024.

An FT analysis that compared key
words in the statement with previous
years showed that “development”, or
economic growth, was the most popular
term this year with 50 mentions. That
compared with 45 in 2022 and 40 in
2019 before the pandemic.

This was consistent with previous
years except during financial turbu-
lence in China in 2015 and 2016, when
“reform” trumped “development” tem-
porarily.

But despite an economic slowdown,
the term “reform” was mentioned only
15 times this year, compared with 13 in
2022 and 28 before Covid in 2019, while
references to “security” jumped to 14
from nine in 2022 and one in 2019.

“The growing importance of security
in the report suggests the government is
feeling insecure about both the domes-
ticand international environment,” said

Dan Wang, chief economist at Hang
Seng Bank China.

She said reform had become increas-
ingly difficult to implement and those
measures that had been attempted,
such as partial privatisations of state-
owned enterprises and redistribution of
revenue between central and local gov-
ernments, had failed to pan out.

The focus on security and the down-
playing of reform “sends a negative sig-
nal to investors as the government is
prioritising security and downplaying
reform”, she said.

China’s economic recovery from the
pandemic has faced difficulties from a
liquidity crisis in the property market
that has weighed on confidence.

Foreign investors are also concerned
about Beijing’s increasing focus on
national security with the launch of data
laws they complain are too vague and
new espionage regulations.

Analysts advocate reforms to help
fuel domestic consumer demand but
government loans are pouring into the
manufacturing sector, particularly
high-technology segments, which Bei-
jing regards as strategic in its competi-
tion with the US.

Foreign business has been urging Bei-
jing to remove hundreds of non-tariff
barriers to allow them greater market
access. But “foreign capital” was men-
tioned only once in the work conference
statement this year compared with five
times last year and once in 2019.
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Fighter jet project with Italy
and Japan to be based in UK

SYLVIA PFEIFER — LONDON
KANA INAGAKI — TOKYO

The UK has been chosen as the head-
quarters for a project with Italy and
Japan to build a fighter jet by 2035.

Under the deal, confirmed in a trilateral
convention signed in Tokyo yesterday,
the UK will host the government head-
quarters of the Global Combat Air Pro-
gramme, supporting hundreds of jobs.

The joint project office will be led ini-
tially by Japan and the role will rotate
among the other partners.

Decisions on the project’s location and
leadership had been keenly awaited due
to their political sensitivity, and as the
first indication of how the three would
divide responsibilities.

The project, announced last Decem-
ber, is an ambitious programme aimed
at expanding each nation’s defence
capabilities to address rising security

An artist’s impression of the fighter
jet to be built by the three nations

threats from Russia and China. It
merges Japan’s F-X with the UK and
Italy’s Tempest projects to deliver a
supersonic jet in about half the time and
at much lower cost than aircraft of pre-
vious generations such as the
Eurofighter Typhoon.

The headquarters will be responsible
for delivering “vital military capability,
strengthening each country’s combat
air industrial capability, and achieving
value for money”, the UK said.

With the headquarters issue resolved,
the leading industrial partners on the
programme — BAE Systems of the UK,
Leonardo of Italy and Mitsubishi Heavy
Industries of Japan — are also expected
to work out their division of labour next
year.

The partners’ defence ministers con-
firmed yesterday that the work distri-
bution would be “proportionate to each
country’s contribution by financial and
technical means under the spirit of
equal partnership”.

The UK has committed just over £2bn
to Tempest alone, with industry part-
ners investing about £800mn. Japan’s
defence ministry is seeking to set aside
¥72.6bn ($513mn) for GCAP for the
2024-25fiscal year.

The money will fund the “concept and
assessment phase” then a launch of the
development phase among the three
nationsin 2025.

Additional reporting by Amy Kazmin in
Rome

Powell did not spell out which criteria
the Fed would use to decide when to
start cutting but he did indicate that
officials would take into account falling
inflation, to make sure rates did not stay
too high for households and businesses.

The central bank was “very focused”
on not waiting too long to cut rates, he
added.

Wednesday’s shift was made possible
by officials’ more benign outlook for
inflation, as well as expectations for
slower growth and marginally higher
unemployment next year. Powell also
said that the effects of rising rates since
March 2022 had yet to be fully felt
across the economy.

Michael de Pass, global head of rates
trading at Citadel Securities, said this
helped to explain why the Fed did not
seem too concerned about looser finan-
cial conditions.

“It seems like they are taking comfort
in the pace of the decline in inflation,
taking comfort in the fact that they
believe the current level of rates is fairly
restrictive and taking comfort in the
fact that there is still some tightening in
the pipeline that hasn’t made its way
through,” he said.
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Digital platforms

EU settles
on regulations
to Improve

gig economy
labour rights

JAVIER ESPINOZA — BRUSSELS

EU regulators have agreed to rules that
will force ride-sharing and delivery
companies such as Uber and Deliveroo
to improve employment conditions for
workers on their platforms.

The rules laid out five criteria, of which
gig economy platforms must meet at
least two. If, for example, a company
determines a worker’s hours and pay,
then that person is to be treated as an
employee, said legislators.

Nicolas Schmit, the EU’s commis-
sioner for jobs and social rights, hailed
the agreement as a “historic achieve-
ment”. The deal follows years of talks in
Brussels on improving social and labour
terms for gig economy workers.

“The new rules we have agreed ensure
platform workers, such as drivers and
riders, receive the social and labour
rights they are entitled to, without sacri-
ficing the flexibility of the platform
business model,” said Schmit.

“Platforms will have legal certainty
throughout the EU for the first time,” he
added. “And consumers will continue to
enjoy access to platform services at their
fingertips. Workers will also understand
better how automated decisions are
taken.”

Gig economy companies, however,
are likely to resist the move by Brussels
because they envisage being saddled
with higher costs, such as extra pay-
ments for paternity leave and health-
care. The European Commission esti-
mated the regulations would push up
prices for services from companies such
as Uber and Bolt by 40 per cent.

Uber and other companies in the sec-
tor have said customers, as well as facing
higher prices, could experience a lower
quality of service. The extra burden
could force Uber to stop its services in
smaller cities, the company has said.

Online platforms have said that their
workers like the flexibility that they
offer because it allows them to seek
work elsewhere and manage their own
working hours.

“The European parliament and the
council presidency, in a rush to close a
deal by the end of the year, want to force
hundreds of thousands of genuinely
self-employed drivers into employment
status, contrary to what ride-hailing
drivers have repeatedly said they want,’
said Move EU, the European association
of ride-hailing platforms that repre-
sents companies such as Bolt and Uber.

“The member states will now need to
look at the text and decide if they want
to approve a provisional agreement very
likely to create significant legal uncer-
tainty throughout the EU,” said Aurélien
Pozzana, chair of MoveEU.

Member states and the European par-
liament have to ratify the deal.

Platforms can appeal if they can prove
that the contractual relationship is “not
an employment relationship”, said the
legislators in Brussels.

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

France wins partial exemption
for banks from EU green rules

ALICE HANCOCK — BRUSSELS

France has secured a partial carve-out
for banks from new EU rules to make
companies responsible for environ-
mental impacts in their supply chains.

Paris also won, in separate negotiations,
assurance that state-backed funding for
its nuclear power plants would be possi-
ble under a reform of the EU electricity
market, the culmination of a concerted
effort to champion the low-carbon fuel
in the face of opposition from Luxem-
bourg, Austria and Germany.

Agnes Pannier-Runacher, French
energy minister, hailed the decision as
“excellent news”, adding: “It gives us the
means to ensure long-term financing for
the transformation of our electricity
system.”

The EU due diligence law agreed yes-
terday will force companies with more
than 500 employees and €150mn in rev-
enue to report and take measures to pre-
vent worker exploitation, deforestation
and pollution in their supply chains.
Civil society groups will be able to take
businesses to court for non-compliance
with the rules.

France, backed by countries includ-
ing Italy and the Czech Republic, has
succeeded in making sure that banks,
asset managers and investment groups
will have to report only on upstream
activities, such as purchasing office
equipment. They will not have to under-
take due diligence on the activities of cli-

ents to whom they are offering loans —
something for which the European par-
liament had pushed.

In a note to negotiators this month,
the European Central Bank warned that
“excluding the financial sector would be
counterproductive to the intention of
the [law], asit would allow the EU finan-
cial sector to continue to fund activities
detrimental to the EU [environmental
and social governance] agenda”.

Arianne Griffith, corporate accounta-
bility lead at the NGO Global Witness,
said it was “shocking” that EU countries
had “sunk plans to ensure that banks
stop investing in environmental and
human rights abuses”.

Eelco Van der Enden, chief executive
of the Global Reporting Initiative, said it
was “disheartening” to see that the
French effort had watered down the
rules for the financial sector but that a
review clause in the agreement could
offer the chance to include them later.

However, banks with more than 500
employees will have to draw up and
implement climate transition plans to
show what they are doing to mitigate
theirimpact on global warming.

Richard Gardiner, head of EU policy
at the World Benchmarking Alliance,
said that “the significant upside” of the
law was the obligation for banks to
adopt and implement a “meaningful
transition plan”, overriding current vol-
untary pledges to bring carbon emis-
sions to zero.
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US leads push for Israel-Hizbollah buffer

Diplomats hope to persuade
militant group to pull back
from Lebanon border area

FT REPORTERS

The US, UK and France are exploring
ways to convince Hizbollah to pull back
from the Lebanon-Israel border in a
push to prevent a full-blown conflict
erupting between the militant group
and Israel.

Under the initiative, western officials
have been talking to Lebanon and Israel
to try to persuade both countries to
implement the long-ignored UN resolu-
tion 1701, which requires the Iran-

backed group to withdraw its fighters
from the border region.

One element under discussion would
give Lebanon’s army a bigger role in the
area in an attempt to establish a buffer
zone between Hizbollah and the border.

“People can see what a solution would
look like, but getting there is very diffi-
cult,” said a western diplomat. “You
need to get Israel and Hizbollah to stop
fighting first, and you need to get Hiz-
bollah to acquiesce.”

Israeli forces and Hizbollah have had
almost daily exchanges of fire since the
war between Hamas and Israel erupted
on October 7. The clashes have fuelled
concerns of a broader regional confla-
gration and caused the Jewish state to

evacuate tens of thousands of people
fromits border region.

As such, and after Hamas’s attack,
Israel has warned it can no longer accept
the presence of Hizbollah forces on its
northern frontier. It has threatened to
act militarily if the 2006 UN resolution
is not enforced.

To prevent an escalation, US, UK and
French officials have held talks with
Israel and Beirut about how to imple-
ment 1701, including bolstering the
presence and resources of the Lebanese
Armed Forces in southern Lebanon,
said people briefed on the talks.

The hope is that a deal will ultimately
lead to Hizbollah, the dominant politi-
cal and military force in Lebanon, agree-

ing to pull back from the border. The
ideas being discussed include strength-
ening Unifil, the UN force stationed in
southern Lebanon, and an effort to for-
mally demarcate the Blue Line that rep-
resents the de facto boundary between
Israel and Lebanon in the absence of an
officially-agreed border.

People briefed on the talks cautioned
that they were at an early stage and
there were significant hurdles. Some
officials said the talks were co-ordi-
nated, others said the US, UK and
French were holding separate discus-
sions with the parties.

A Lebanese official said resolution
1701 might provide a “road map” for dis-
cussions, but added that any deal would

have to address Beirut’s concerns about
Israeli violations of 1701, including
incursions into the Arab state’s airspace,
and Israel’s presence in about a dozen
disputed areas.

“What the Israelis are trying to do is
use their war in Gaza as alever to try to
pre-empt us, or pressure us; it won’t
work,” the official said. “So what we are
saying is let’s think constructively, put
1701 on the table and see who is violat-
ing it and let’s try and reinvigorate its
implementation.”

Hizbollah did not respond to a request
for comment.

Reporting by James Shotter in Jerusalem,
Raya Jalabi in Beirut, Andrew England in
London and Leila Abboud in Paris

Middle East. Society

Gaza’s social fabric torn by loss of entire families

Bombardment has left both

children and adults with deep

mental, as well as physical, scars

FT REPORTERS

Iman Awad was a protective mother.
Before the war in Gaza, she would not
allow her youngsters to play in the street
unsupervised. “She always feared for
her children,” said Iman’s sister-in-law,
Sondos.

Now the family has faced devastation
beyond their worst fears. Iman, her hus-
band, their eldest daughter and baby
son were all killed in an Israeli air strike
last month. Iman’s youngest daughter,
Iyyam Agha, nine, survived. But she lies
beneath hospital blankets, paralysed by
a brain injury from the bombing.

The extended Agha family’s losses
stretch further. About 80 in the family
have died since October 7 in the bom-
bardment, said relatives and the fam-
ily’s website. As Israel’s bombs pound
Gaza, they are among hundreds of fami-
lies to suffer deaths on this scale.

Like many others in Gaza, Iyyam
lived with her extended family in one
house, a three-storey building split into
six flats. Five uncles and aunts on her
father’s side, along with their children,
all lived under the same roof.

The tradition of extended families liv-
ing together in multistories, compoun-
ded by relatives moving in together for
safety in wartime, has meant that hun-
dreds of multigenerational families
have suffered like the Aghas, all but
wiped out in single or multiple strikes.

About 1,550 families have lost multi-
ple members, according to health offi-
cials in the Hamas-controlled territory.
At least 312 families had each lost more
than 10 people by November 23, the
officials said. Aid agencies often refer to
the acronym “WCNSF”, short for
“wounded child, no surviving family”.

Before the war, Iyyam’s immediate
family had believed their prospects
were improving. Her father, Moham-
med Agha, had a degree in business
administration but after struggling to
find work began working as an electri-
cian, and this year opened a repair shop.

“He was happy. He was pleased with
this,” said Iyyam’s grandfather Fouad.

Iyyam and her sister Mira were doing
well in school. Sondos describes them as
sweet girls, “like birds”. Before she died,
their mother, an education graduate,
was looking forward to buying a new

Human cost:

[

mourners bury a
child from the
Agha family
killed in an
Israeli air strike.
Below, Iyyam
Agha, third
right, with her
family before
the war, is now
paralysed

|Ibraheem Abu Mustafa/
Reuters; Mai Khaled/FT

sofa and winter clothes for them, Son-
dos said. “But the war got there first.”

It was a visit to Iyyam’s maternal aunt
and uncle’s house, in an area known as
the Emirati neighbourhood in Khan
Younis, that cost most of the immediate
family their lives on November 3. Fouad
rushed to the scene. “The house had
been crushed,” he said. “There was a big
crater and masonry thrown around.”

Learning that Iyyam was at the hospi-
tal injured, but alive, and that her
brother Fouad had survived brought
some comfort. “When I saw him I felt

that part of my soul had returned,” said
the grandfather.

Muhammad Abu Sultan, who played
as a goalkeeper and had dreams of get-
ting married, was another Palestinian
killed in Gaza alongside many of his
family. Using data from Airwars, a UK-
based not-for-profit organisation that
documents casualties of air strikes, sur-
viving friends and family members who
were killed were identified.

He died with eight family members in
a strike on the densely populated Jabalia
refugee camp on October 31. At least 126
civilians, including 69 children, were
killed in the attack.

“He loved Real Madrid,” a childhood
friend recalled of Muhammad, whose
family had lived in the camp 30 years.

Muhammad died alongside his father,
Omar, a carpenter, his mother, Sahar,
who worked in the sweets industry, his
three brothers, Ahmed, Mahmoud, and
Abdullah, his sister, Shahd, and
Ahmed’s wife and daughter.

“There are no relatives or loved ones
left,” posted Facebook friend and
former Gazaresident Suhil Yahya.

The loss of large family groups such as
the Aghas and Abu Sultans is tearing

‘Such loss
results in
the erasure
of shared
memories
and
identities
for those
who
survive
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Japan ministers sacked over funding scandal

KANA INAGAKI — TOKYO

Fumio Kishida sacked four cabinet
members yesterday in a bid to save his
premiership amid Japan’s biggest polit-
ical funding scandal in decades.

The purge by the increasingly unpopu-
lar prime minister was intended to
shield him from a widening slush funds
investigation that has involved a large
number of politicians from his govern-
ing Liberal Democratic party.

Analysts said the gambit, which could
dramatically alter the LDP power bal-
ances, might succeed if Kishida was able
to revamp his image by embarking on
bold political reform. But if he fails to
win over the public, he could quickly
turn into a lame-duck premier and risk
having to step down before his term as
LDP leader expires in September.

The ousted ministers included
Hirokazu Matsuno, chief cabinet secre-
tary and the government’s top spokes-
person, and Yasutoshi Nishimura, trade
minister. Kishida also replaced several
vice-ministers and the LDP’s policy

chief.

For the chief cabinet secretary post,

Kishida turned to former foreign minis-
ter Yoshimasa Hayashi, who belongs to
an LDP faction previously led by the
prime minister. He replaced his trade
minister with former justice minister
Ken Saito.

“There is no political stability without
the trust of the people,” Kishida said, as
he promised to carry out reform with “a

"There is no political
stability without the trust
of the people. I will fight to
restore trustin politics’

sense of crisis”. He added: “Iwill take the
lead and fight to overhaul the workings
of the Liberal Democratic party to
restore trust in politics.”

Prosecutors are investigating allega-
tions that LDP politicians, mostly mem-
bers of the powerful faction formerly led
by late prime minister Shinzo Abe, sys-
tematically failed to report roughly
¥500mn ($3.4mn) in political funding
over a period of five years, according to
Japanese media.

Some analysts said the practice of
concealing political funds was more
than two decades old and used to sup-
port weaker members of the Abe fac-
tion. Other factions appear to be
affected, with media reports saying
members of one formerly led by Kishida
also failed to report some political
funds, though prosecutors do not see it
as systematic.

The scandal has contributed to a
decline in Kishida’s popularity, which
was already low because of public dis-
satisfaction with higher living costs and
concerns that the prime minister will
raise taxes to fund increases in defence
and childcare spending.

Public approval for Kishida’s adminis-
tration has plummeted to 23 per cent,
the lowest for any prime minister since
2012, according to a poll conducted
by the public broadcaster NHK last
weekend.

Masatoshi Honda, a political analyst
and academic, said Kishida might sur-
vive the scandal but only because other
senior members of the LDP would not
want to take over at a time of such tur-
moil.

holes in Gaza’s social fabric. “Such loss
results in the erasure of shared memo-
ries and identities for those who sur-
vive,” said Dina Matar, professor at the
School of Oriental and African Studies
at the University of London.

The war, triggered by Hamas’s assault
on southern Israel on October 7, in
which militants killed 1,200 and took
more than 200 hostages, has been cata-
strophic for Gaza’s civilians.

Gaza’s authorities say more than two-
thirds of the 18,205 reported deaths
have been women and children, but the
data does not distinguish civilians from
militants. Israeli officials say a third of
deaths were fighters and accused Ham-
as of using civilians as human shields.

Campaign group Amnesty Interna-
tional documented five cases of air
strikes wiping out entire families, saying
they should be investigated as potential
war crimes. Israel’s foreign ministry
claimed Amnesty was “an antisemitic
and anti-Israeli organisation”.

Medical experts warn that such wide-
spread loss will have a long-term psy-
chological impact. A teenager now liv-
ing in Gaza has survived five periods of
major bombardment: in 2008, 2012,
2014, 2021 and now 2023.

Dr Ayesha Kadir, a paediatrician and
health adviser for Save the Children,
said Gaza’s youth faced multiple levels
of trauma. Children were witnessing
death first-hand, while adults, to whom
children turn, were lost in despair.

“[Adults] can’t create that sense of
safety and security that’s a fundamental
need for healthy child development.”

Matar said the loss of families also had
social and historical implications. “The
death of whole families means records
of these people and their social lives
have gone.”

This results in “gaps” in the recording
of people’s existence. “Remembering
matters. These are important elements
when you want to put together histories
and stories of ordinary lives.”

Maha Nassar, an expert in modern
Middle Eastern history at Arizona uni-
versity, said that social media tributes to
those lost testified to the community’s
resilience. Gazans were “holding fast to
their Palestinian identity”, she said.

“As Palestinians around the world

read and share these commemorations,
their shared sense of loss will forge deep
social bonds in Gaza and beyond.”
Mai Khaled in Khan Younis, Heba Saleh in
Cairo and Lucy Rodgers, Alexandra Heal,
Dan Clark, Eade Hemingway and Steven
Bernardin London
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Arrests

Germany and
Netherlands
foil alleged

Hamas plot

GUY CHAZAN — BERLIN
RICHARD MILNE — OSLO

Police in Germany and the Netherlands
have arrested four suspected members
of Hamas who they say were planning
terror attacks on Jewish institutions in
Europe.

Germany'’s Federal Public Prosecutor’s
Office said the four were suspected of
membership of a foreign terrorist
organisation.

Three men — identified as Abdelha-
mid Al A. and Ibrahim El-R., both born
in Lebanon, and Egyptian national
Mohamed B were arrested in Berlin. A
fourth, Dutch national Nazih R., was
arrested in Rotterdam on a European
warrant.

The Israel-Hamas conflict has raised
fears that Jewish communal institutions
in Europe might be vulnerable to terror
attacks. In Berlin, houses with Jewish
residents have been smeared with Stars
of David and in October unknown
assailants threw Molotov cocktails at a
synagogue in the city.

Marco Buschmann, German justice
minister, thanked those involved in yes-
terday’s arrests, saying they had “con-
tributed to Jews in Europe being able to
continue living in safety and peace”.

Arrests had ‘thwarted an
attack, the goal of which
was to kill innocent
civilians on European soil

Prosecutors said one of the four sus-
pects, Abdelhamid Al A., had made
efforts to locate an underground weap-
ons cache that Hamas had created and
bring it to Berlin to be kept ready for use
in “potential terrorist attacks on Jewish
institutions in Europe”.

They said that in October 2023,
Abdelhamid Al A., Mohamed B. and
Nazih R. travelled repeatedly from Ber-
lin to look for the weapons, with Ibra-
him EI-R providing assistance.

The four men were, prosecutors said,
“longstanding members of Hamas”, had
participated in Hamas operations
abroad and were “closely linked to the
leadership” of Hamas’s military wing,
the al-Qassam Brigades.

The alleged plot, if confirmed, would
mark a big escalation of Hamas’s activi-
ties in Germany. So far, the militant
group has mainly seen the countryas a
place to gather funds and spread propa-
ganda, and has carried out attacks only
in Israel and the Palestinian territories.

Meanwhile in Denmark, police
arrested three people on terrorism
charges and conducted raids in five
regions of the Scandinavian country.

They declined to comment on links to
Hamas but said they were tied to the
criminal gang “Loyal to Familia”, among
other international connections.

Danish police declined to speculate on
motives but said they had “awareness
around Jewish places of interest”.

The office of Israeli Prime Minister
Benjamin Netanyahu issued a state-
ment saying the Danish arrests had
“thwarted an attack, the goal of which
was to kill innocent civilians on Euro-
pean soil”. It said that Hamas had in
recent years “striven to expand its oper-
ational capabilities around the world,
especially in Europe, in order to realise
its aspirations to attack Israeli, Jewish
and western targets at any price’.
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Argentina

Milei party accepts need to make ‘concessions’

CIARA NUGENT — BUENOS AIRES

Javier Milei’s party will have to make
“concessions” to overcome a frag-
mented congress as it pursues the
Argentine president’s radical reforms,
the lower house leader has said.

“It’s the most ambitious package of
measures in our history, so naturally
some will prosper more easily than oth-
ers,” said Martin Menem from Milei’s La
Libertad Avanza coalition, who took the
lower house presidency on Sunday.

“We will have to make some kind of
concessions . . . but always with the sole
objective of advancing the president’s
plan and ending Argentina’s decline,” he
said. “We won’t negotiate on the ideas.”

Milei, a former television pundit, was
elected in November amid an economic
crisis, with inflation close to 150 per
cent. He pledged to slash public spend-
ing and replace the peso with the US dol-
lar. But he has softened his tone, built
alliances with the mainstream right,
and shelved the dollarisation proposal.

His LLA holds 15 per cent of seats in
the lower house and 10 per cent of the
senate. None of the 23 provincial gover-

nors, some of whom hold sway over leg-
islators, are from the libertarian coali-
tion. This has raised questions about
Milei’s ability to execute his plans.

“We have an extremely fragmented
chamber,” Menem said. “No party has
enough seats to reach a majority, so eve-
rything will be a matter of making
agreements to try to reach the necessary
numbers.”

LLA insiders said the first legislative
measures would include tax changes,
labour market reform and deregulation
of sectors, such as the airline industry.

Martin Menem says the LLA will not
negotiate on Javier Milei’s ideas

“Milei’s greatest challenge will be in
congress, said Ana Iparraguirre, an
Argentina-based analyst and partner at
Washington strategy firm GBAO.

“The average share of congress for
presidents since the 1983 return to
democracy was 45 per cent, and they all
had governors,” she said.

The LLA, which has 38 of 257 seats in
the lower house, has struck a tentative
alliance with the PRO party of Mauricio
Macri, former president, which has 40.

About 70 are held by centrist parties
and just over 100 by the left-leaning Per-
onist coalition, which includes some
moderates along with more radical poli-
ticians loyal to Cristina Fernandez de
Kirchner, the leftist former president.

Local media reported the labour
reform would be limited to a plan to
reduce hefty fines and severance pack-
ages that are unpopular among employ-
ers, without touching redline issues for
powerful labour unions, such as their
role in health insurance provision.

Menem said early conversations with
centrist lawmakers and non-Kirchner-
ist Peronists had suggested “some kind
of rapprochement” would be possible.
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Amazon wins

battle with EU

over €250mn
in back taxes

e Courtrejects claim of illegal state aid
e Blow for Brussels on corporate deals

JAVIER ESPINOZA — BRUSSELS

Amazon has won a court battle with the
European Commission over €250mn
in taxes, delivering a blow to efforts
to crack down on favourable tax
deals between member states and big
companies.

The EU’s top court ruled yesterday
that the commission could not force
Amazon to pay €250mn in back taxes to
Luxembourg, dismissing the argument
that the US ecommerce group’s tax
arrangements amounted to illegal state
aid. The decision by the European Court
of Justice, which upheld the findings of a
lower court, could also hit a long-run-
ning dispute aimed at forcing Apple to
pay back €14.3bn in tax to Ireland. An

‘Amazon got an early
Christmas present, as [it]

dodged its decade-old

tax bill to Luxembourg’

ECJ ruling in the case is expected next
year.

Yesterday’s decision is a significant
blow to the commission’s campaign
against bespoke corporate tax deals in
the EU, seeking to push corporations
and wealthy individuals to pay more to
assist post-pandemic recovery plans.

“The Court of Justice confirms that
the commission has not established that
the tax ruling given to Amazon by Lux-
embourg was a state aid that was incom-
patible with the internal market,” the
court said in a statement. The ruling is
final and cannot be subject to appeal.

The commission said it “takes note of
today’s judgment of the Court of Justice
of the European Union confirming the
2021 judgment of the General Court
which annulled the commission’s 2017
decision”.

Amazon welcomed the ruling, saying
it confirmed that the company had “fol-
lowed all applicable laws and received
no special treatment”.

The EU court’s final say on the case
comes days into the return of Margrethe
Vestager, the EU vice-president in
charge of competition and digital policy
who has led the commission’s crack-
down on sweetheart tax deals. She took
unpaid leave to campaign unsuccess-
fully to become president of the Euro-
pean Investment Bank.

Despite several defeats on the use of
state aid law, Vestager has pointed to the
backing of the courts in some instances
stating that national tax laws must be in
line with EU state aid rules.

“Amazon got an early Christmas
present this year, as the company
dodged its decade-old tax bill to Luxem-
bourg and can continue to till this day,”
said Chiara Putaturo, EU tax expert at
the charity Oxfam. “This is why the EU
must come forward with real tax
reforms.”

Last month, Giovanni Pitruzzella,
advocate-general of the EC], said a land-
mark decision quashing the EU’s order
for Apple to pay €14.3bn in back taxes to
Ireland “should be set aside”.

Such opinions by advocates-general
are non-binding but often influential in
final judgments by the EU’s top court.

The General Court, the EU’s second-
highest court, ruled in 2020 that, while
it supported the EU’s right to investigate
national tax arrangements, Brussels
had failed to show that Apple had
received an illegal economic advantage
in Ireland over tax.

Pitruzzella said the court had “com-
mitted a series of errors in law” and
“failed to assess correctly the substance
and consequences of certain methodo-
logical errors”. As a result, the court
needed “to carry out anew assessment”.

An ECJ rulingis expected next year.

Time bomb Allianz defeats Exeter university
n legal battle over second world war explosive
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Blast from the past: the 1,000kg bomb dropped on the outskirts of Exeter in 1942 is detonated — pevon & cornwall Police

ALISTAIR GRAY

The insurance company Allianz has
fought off a legal challenge brought
by Exeter university after declining
to cover damage caused by a control-
led explosion on the grounds that it
fell within a “war exclusion” clause.

The Court of Appeal in London ruled
in favour of Allianz yesterday over its
decision not to pay out after a British
Army bomb disposal team destroyed
a1,000kg device that was dropped by
the Germans during the second world
war in 1942 and lay buried on the out-
skirts of Exeter.

Workers on a construction site two
years ago unearthed the bomb — nick-
named “the Hermann” after Her-
mann Goring, head of Nazi Germany’s
air force — and the controlled detona-
tion was so powerful it damaged
nearby student halls of residence.

The University of Exeter claimed
under its insurance with Allianz both
for physical damage and for costs

related to the temporary rehousing of
students.

But the Munich-based insurer
refused to pay out. A High Court judge
earlier this year sided with the com-
pany, agreeing that the war exclusion
applied on the basis that the dropping
of the bomb during the war was the
“proximate cause” of the damage.

The University of Exeter challenged

The ‘effluxion of time
did nothing to reduce the
potency of the bomb’

Lord Justice Coulson

the decision, noting that second world
war ended 76 years before the damage
was done.

David Pliener KC, representing the
university, said it was not plausible to
argue that the war exclusion could
apply to “long-ended historic wars”
and that the only direct cause for the

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

Reality bites as Spotify finally moves to trim its runaway costs

damage was the Royal Logistics
Corps’ intervention.

Isabel Hitching KC, for Allianz,
argued that the events since the drop-
ping of the bomb were immaterial
compared with the Luftwaffe raid,
especially since the ordnance disposal
team’s actions had not been criticised.

In the ruling yesterday, Lord Justice
Coulson said the “effluxion of time did
nothing to reduce the potency of the
bomb”.

The judge said both the act of war in
1942 and the bomb’s subsequent det-
onation decades later had caused the
university’s loss, and that since one of
those causes was expressly excluded
from cover, Allianz was within its
rights not to pay out.

The bomb was dropped during the
so-called Baedeker raids, in which the
Luftwaffe targeted historic British cit-
ies. It fell on to farmland on the out-
skirts of the city. The halls of resi-
dence were built on the site about a
decade ago.

Wirecard's
former finance
chief faces
fraud charge

OLAF STORBECK — FRANKFURT

Munich prosecutors have charged
Wirecard’s former chief financial
officer with fraud more than three
years after the payments company col-
lapsed in one of Germany’s biggest cor-
porate scandals.

Burkhard Ley, who was CFO from 2006
to 2017 and then worked as an external
adviser to Wirecard, was charged yes-
terday with fraud, breach of trust,
accounting and market manipulation.

Ley was arrested in 2020 after the
once high-flying payments group
crashed into insolvency. He was
released in November of that year after
spending four months in police custody.

The charges against Ley come as the
trial of Wirecard’s former chief execu-
tive Markus Braun and two other
former executives continues. The trial,
which started a year ago, is expected to
run until at least next summer.

Wirecard was valued at more than
€24bn at its peak and feted as a rare
German tech success. It failed in June
2020 after disclosing that €1.9bn in cor-
porate cash linked to outsourced opera-
tions in Asia did not exist.

Munich prosecutors allege that Ley
deceived Wirecard’s investors and cred-
itors by inventing the outsourced busi-
ness in Asia. According to prosecutors,
the operations, which accounted for half
the company’s revenue and almost all
its profits, were used to inflate its results
and share price.

Braun, Oliver Bellenhaus, a former
Dubai-based executive, and Stephan
von Erffa, Wirecard’s former head of
accounting, have been accused by pros-
ecutors of similar deception.

Ley denied the charges. In a state-
ment, his lawyers said: “Our client did
not take part in criminal activity that is
asserted in the indictment.”

The evidence to support the charges
was “highly controversial” and in large
parts based on “dubious statements”
from Bellenhaus, who during the trial
has implicated Ley, the statement said.

Braun and von Erffa also deny wrong-
doing and accuse Bellenhaus, who
turned chief witness for prosecutors, of
fabricating the allegations. Braun claims
that Wirecard’s outsourced operations
were real. During his trial, the ex-chief
has blamed Wirecard’s former second-
in-command, Jan Marsalek, who has
been on the run since June 2020, and
Bellenhaus of having embezzled the
proceeds from the operations.
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t has been a chaotic couple of weeks

at Spotify. The tech group’s thou-

sands of staff woke on Monday

morning last week to mass lay-offs,

alongside a pointed statement by
chief executive Daniel Ek, who said that
there were too many people at Spotify
“doing work around the work” rather
than making a real impact.

The following day, chief financial
officer Paul Vogel sold $9mn in shares,
seemingly cashing in on the stock mar-
ket’s positive reaction to the brutal cuts.

Two days after that, Ek announced
another bombshell: Vogel was among
the employees who were exiting.

In another sharply worded statement,
Ek said that Spotify was “entering a new
phase and needed a CFO with a different
mix of experiences”. (A former senior
Spotify executive described Ek’s com-
ments in their directness as “very Swed-
ish”).

Vogel, a former Barclays analyst who
joined Spotify in 2016, did not offer a
statement. He is set to depart at the end
of March.

In total this year, Spotify has fired
about 2,300 employees, or roughly a
quarter of its staff. Ek himself admitted
that the severity of the cuts would come
as a surprise to many employees,
because Spotify’s business has actually
been doing quite well.

Before the December 4 lay-offs

announcement, Spotify’s stock was up
130 per cent this year.

In the first nine months of 2023, Spot-
ify added a staggering 85mn users,
including 21mn paying subscribers. It
did so even as it raised prices in dozens
of countries.

In the video-streaming wars, it is
becoming clear that Netflix has run
away with its lead over the competition.
Spotify is on the cusp of a similarly
definitive victory in music streaming.

In spite of its popularity, Spotify has
never consistently made a profit. For a
long while, the simple excuse was that
Spotify’s business model itself was
flawed. For every dollar that Spotify
makes in revenue, it pays about 70 cents
back out to the owners of the music on
the app.

And what has Spotify been doing with
the remaining 30

cents? In recent “We have to become

years Ek embarked

onahiringspree — elentlessly resourceful.
nearly doubling Being lean is not justan

headcount from

4,405 employees Option butanecessity’
on average in 2019 Daniel Ek, Spotify

to 8,359 in 2022,

according to regulatory filings. Exclud-
ing the fees that it pays to music-rights
holders, Spotify’s expenses ballooned
from €2.3bn in 2020 to €3.6bn in 2022.

Spotify in 2021 also borrowed $1.3bn,
seemingly to help pay for the surge in
spending.

Investors were briefly tantalised by
Ek’s gusto as he spent $1bn to thrust
Spotify into podcasting. But by 2022,
Wall Street had lost patience.

Spotify’s revenue was rising, but so
were its losses. Spotify shares dropped
66 per cent that year. Now, the Swedish
billionaire has explicitly called time on
that freer-spending era.

“We now find ourselves in a very dif-

ferent environment. And despite our
efforts to reduce costs this past year, our
cost structure for where we need to be is
still too big,” Ek said. “We have to
become relentlessly resource-
ful . . . being lean is not just an option
but a necessity.”

That should satisfy the market. Light-
shed analyst Rich Greenfield described
last week’s mass lay-offs as “tremen-
dous news”. Rosenblatt Securities ana-
lyst Barton Crockett wrote in a research
note that the cost controls could prompt
Spotify’s profits to “explode”. Macquarie
analysts estimate the cuts could reduce
Spotify’s costs by €300mn next year.

Spotify’s stock is up about 10 per cent
since the cuts were announced on
December 4.

It is cold comfort for the thousands of
people who have been left unemployed.

In the midst of the swirl of news last
week, it was revealed that Spotify also
cancelled two prestigious podcasts —
Stolen and Heavyweight — which audio
consultant Jay Cowit likened to the
Breaking Bad or The Sopranos of the pod-
casting world.

Over the years Spotify has tried out a
wide range of corporate gambits. (Does
anyone remember the dashboard acces-
sory known as the “car thing”?). Recent
moves suggest that Ek no longer has
lofty ambitions to create The Sopranos of
podcasting. The coming years for Spot-
ify might resemble more of an autopilot
mode: cutting costs, raising prices and
perhaps even retreating from countries
where it is losing money.

The revolutionary ardour that
defined streaming’s earlier days has
been replaced with the realities of run-
ning a publicly traded business. After
years of resisting calls to trim its bloated
costs, itappears Ek is finally listening.

anna.nicolaou@ft.com

Contracts & Tenders

BANK OF UGANDA

37/45 KAMPALA ROAD, P.O. BOX 7120, KAMPALA.
Tel: 256-414-258441/6, 258061, 0312-392000, 0417-302000.

1. Bank of Uganda invites sealed bids from eligible bidders for;
Subject matter of Procurement
Provision of Software Asset Management  January 12, 2024, at 3:00pm EAT

No Procurement Reference
1  BOU/NCONS/23-24/00063/C

Deadline for bid Submission

(SAM) and Information Technology (IT)
Asset Management (ITAM) software
value subscription services.

2  BOU/NCONS/23-24/00065

Provision of Electronic Document

January 18, 2024, at 3:00pm EAT

Management System (EDMS)

2. Interested eligible bidders may obtain further information on this Bid Notice and inspect the bidding document online under
the Procurement tab on the Bank of Uganda website www.bou.or.ug.

3. The Bidding document shall be issued to interested Bidders upon payment of a non-refundable fee of UGX.100,000 or USD.27
for each tender to the account specified in the bidding document.

4. Bids must be accompanied with a bid security specified in the bidding document.

Management

December 2023

lmagine your
advert here

Business for Sale, Business Opportunities,
Business Services, Business Wanted,

Legal Notices, Company Notices,
Public Notices, Shareholder Messages,
Property For Sale, Tender Notices

Classified Business Advertising
Tel: +44 20 7873 4000

Email: advertising@ft.com

Legal Notices

On 24 February 2015, Moopay Ltd (Company Registration Num-
ber 08920347) (“Moopay”) was ordered to be wound up (Case
Number 7533 of 2014). On 27 April 2015, Mintpal Limited
(Company Registration Number 09009856) (“Mintpal”) was ord-
ered to be wound up (Case Number 1714 of 2015). Moopay and
Mintpal, together, the “Companies”. On 6 May 2016, Alex Green,
aka Ryan Gentle, Ryan Kenned]', Ryan Francis Kennedy,
Ryan Friend, Ryan Albright, Ryan Fletcher, Ryan Francis Gen

or Ryan Dawson (“Mr Green”) was made Bankrupt in the County
Court of Gloucester and Cheltenham (Case Number 161 of 2015).

Liam Alexander Short and Steven llles (the “Officeholders”) are
currently appointed as Joint Liquidators of the Companies and
Joint Trustees in Bankruptcy of Mr Green. Notice is hereby given
that creditors of the Companies and Mr Green, who have not
reviously proved in the relevant estate(s), are required, on or
ore 26 January 2024, to prove their debts by delivering their
proofs (in the format specified in Rule 14.4 of the Insolvency
(England and Wales) Rules 2016) to the Officeholders at MHA,
6th Floor, 2 London Wall Place, Barbican, London, EC2Y 5AU,
England or via email to Matthew.Payne@mha.co.uk.
If so required by notice from the Officeholders, creditors must
produce any document or other evidence which the Officeholders
cor;sider is necessary to substantiate the whole or any part of
a claim.

Notice to Advertisers

of advertisements in FT publications.

Calls to the Financial Times Advertising Department may be monitored.

Acceptance of any advertisement for publication will be subject to the then current terms and conditions of insertion

A copy of the terms and conditions of insertion of advertisements in FT publications can be obtained from
+44 (0)20 7873 3000, or viewed at www.FT.com/advertising
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Rising interest rates rock private
equity s billion-dollar music bets

Wall Street firms that had been vying to snap up song rights have slowed their buying considerably

ANNA NICOLAOU AND ERICPLATT
NEW YORK

In the span of just one week in October
2021, some of the world’s biggest private
equity groups — Blackstone, KKR and
Apollo — collectively poured more than
$3bn into buying music.

Blackstone announced that it had set
aside $1bn to buy music in partnership
with Merck Mercuriadis’s Hipgnosis
investment trust, noting his “vision and
dynamism”. KKR said it was “thrilled”
to acquire some 62,000 songs for $1.1bn,
which followed a $1bn fund it had
arranged with music group BMG earlier
that year. Apollo put up $1bn to buy
songs with a new investment group
called HarbourView.

These were trivial amounts for the
three groups, which command more
than $2tn in assets across investments
ranging from fast-food chains and toy
retailers to dental practices and prisons.

But for the music business, it was a
watershed moment, seeming to signal
that investors were interested in the
industry again after it had spent a dec-
ade and a half in the doldrums. Long-
time music executives described the
interest coming from the Wall Street
establishment as “unprecedented”.
Musicians saw their opportunity, too,
with artists such as Stevie Nicks and
Shakira taking advantage of the bullish
mood to sell their life’s work at eye-
watering prices.

A little over two years later, however,

$3bn

Blackstone, KKR
and Apollo’s
music investment

144

Drop in the
price of song
catalogues since

push in late 2021 their 2019 peak

the Wall Street groups have still not
spent the full sums they had committed
to the music business, according to peo-
ple familiar with the matter and Finan-
cial Times analysis of the transactions.

Most of the investment groups had
planned to lend most of the capital they
promised. But as interest rates climbed,
catalogue prices fell and they could no
longer justify loading the assets with as
much debt as they had once contem-
plated. As a result, several slowed their
buying considerably.

KKR, an early investor in music royal-
ties, has not bought music for at least a
year, according to a person familiar with
the matter. Its $1bn partnership with
BMG has only struck “a handful” of
deals, this person said, including for
songs by ZZ Top and John Legend.

The private equity pioneer, which
bought a catalogue from Kobalt Capital
worth $1.1bn in October 2021, recently
hired advisory firm Raine Group to eval-
uate options for its music assets after
receiving interest from possible buyers,
four people briefed on the matter said.

Apollo has not made a new equity
investment in song royalties for at least
two years, according to a person famil-
iar with the matter. HarbourView’s ini-
tial fund stopped buying music last year,
having spent $200mn of the equity
Apollo contributed, but only about
$450mn of the $800mn debt the group
had considered providing. Harbour-
View has turned to other investors for a
new fund.

Blackstone has remained active,
spending a bit less than $700mn of its
$1bn target on catalogues such as Justin
Bieber and Justin Timberlake. But it has
also been ensnared in a shareholder
revolt at Hipgnosis, whose investors
voted in October to restructure the busi-
ness and rejected a proposal to sell
Blackstone some of its assets.

Nat Zilkha, a former KKR partner
who had led the firm’s recent music
push, said higher interest rates had
raised the attractiveness of non-music
investments “that are closer to home
for lots of these traditional financial
players”.

-

High spirits:
artists such as
Shakira took
advantage of the
bullish mood to
sell their life’s
work at eye-
watering prices.
Below, ZZ Top,
whose tunes
were included in
a KKR and BMG

deal — Theo Wargo/Getty
Images for MTV; Frazer
Harrison/Getty Images for
Stagecoach

“Asaresulttheir interestin less liquid,
less well-understood asset classes has
waned. Music is near the top of that
[list],” said Zilkha, who left KKR at the
end of 2021 but is still an adviser.

Many of the financial buyers that
pledged to invest in music planned to
put only a sliver of new capital in to buy
song rights on their own account.
Instead, they agreed to provide a moun-
tain of debt to would-be buyers or
OWners.

It is a similar strategy to how tradi-
tional private equity deals are financed
— put up just a portion of the cash to
fund adeal, and borrow the rest.

But the rise in borrowing costs
depressed the value of the future cash
flows music owners could expect to
earn, meaning that those catalogues
could no longer support as much debt as
firms such as Apollo and KKR had
expected.

One investor argued that — even with-
out the change in interest rates — the
cash flows were not large enough on
their own to support the level of debt
envisaged in the 2021 transactions.
Another added that credit rating agen-
cies would generally not tolerate debt
exceeding 1.5 to 2 times the equity buy-
ers were investing if they were to assign
pristine ratings. That point is critical to
insurance companies buying such debt,
which typically must own safer assets.
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The funds’ bets on music rights have
similarities to their wagers on commer-
cial real estate. While they are lending
against a fixed cash flow, they are also
making a bet on the future value of an
artist’s catalogue, which is highly sensi-
tive to interest rates.

They face the same problem in their
core private equity businesses, as higher
rates knock valuations of companies
they already own. That has made it
harder for them to sell companies and
recoup their initial investments.

The firms have instead been pushing
deeper into the hottest corner in
finance: private credit. Lending, they
believe, is what will power their growth
in the decade ahead, particularly as
banks retreat from much of the lending
they once did.

It is a philosophy that is core to their
music industry investments. Catalogue
owners in the past often financed them-
selves with credit facilities from banks.
But many banks have curtailed the
types of lending they offer since the glo-
bal financial crisis, opening the door to
so-called non-bank lenders.

It was on view in an Apollo deal with
Concord Music late last year, at a time
when the music publisher needed to
refinance its existing debts.

Apollo raised $2.3bn in debt for
the group in deals secured against a
catalogue worth roughly $5bn. The
asset manager kept a portion of the
debt for itself and Athene, its insurance
arm, before selling the rest on to
other investors and insurers. Hipgnosis
and KKR have also raised debt in
securitised markets for their music
catalogues.

“We remain very bullish on music as
an asset class and with our focus on
high-grade credit, this is a natural way
for us to play it,” said Apollo principal
Paul Sipio.

“The recent upsizing of Concord’s
asset-backed securitisation is a great
example and we expect to do more
financings where we can lend against
valuable assets at attractive costs of
capital for music and entertainment
companies.”

"Their
interestin
less liquid,
less well-
understood
asset classes
has waned.
Musicis
near the top
of that [list]

Tt'sin
everyones
interest to
make it
seem fine.
Headline
1CONIC
deals will
continue to
get high
multiples’

As interest rates have risen from near
zero to above 5 per cent, prices for song-
writing catalogues have fallen 14 per
cent from their 2019 peak, according to
David Dunn, partner at investment
bank Shot Tower Capital, who has
advised on high-profile music transac-
tions in recent years.

Music publishing assets have this year
averaged a price of about 17 times their
historic annual income, compared with
20 times in 2019, Dunn said.

Even so, some investments are still
happening.

Carlyle recently acquired Katy Perry’s
catalogue for $225mn, fending off rival
bids from HarbourView and Black-
stone’s Hipgnosis fund, according to
several people familiar with the auction.
Blackstone offered $205mn, said one of
these people. Separately, Morgan
Stanley’s credit arm last month commit-
ted $700mn to buy song copyrights with
music company Kobalt.

Many investors still view music copy-
rights as a reliable source of income that
is uncorrelated to the broader economy,
which should keep a floor on their value
even in a changed interest rate environ-
ment. But the financialisation of music
has turned out to be a more nuanced
picture than it seemed in the heady days
of2021.

“It’s in everyone’s interest to make it
seem fine. These headline iconic deals
will continue to get high multiples, and
you'll continue to see these announce-
ments,” said one active participant in
the music rights market. “But on the
inside of it, anything that’s below that
upper crust [of repertoire] is experienc-
ing a major correction.”

Drama at Hipgnosis, the London
investor that had helped build the
recent hype around the music market,
might make some investors more wary,
several executives said.

“Lots of money was raised in unstable
hands, in funds that promised massive
multiple expansions, and that’s going to
create instability,” said one large inves-
tor, who added that this instability could
prompt asset sales, weighing further on
valuations.
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Automobiles

Tesla seeks
specialist in
Nordic affairs
amid growing
union strikes

PETER CAMPBELL — LONDON
RICHARD MILNE — OSLO

Tesla is seeking to hire a government
affairs specialist in Sweden to help
resolve escalating strikes against the
US carmaker in the Nordic countries.

The company is looking for someone
who has “a proven track record of get-
ting regulatory changes made in the
Nordics” to be based in Stockholm or
Oslo, according to a posting on its
careers site.

What began in October as a strike by
mechanics against Tesla in Sweden has
spread to three neighbouring countries,
as dockworkers in Denmark, Finland
and Norway have warned they will stop
offloading Tesla cars bound for Sweden
in the coming days.

The job advert states that the person
is needed “to help ensure that the politi-
cal, regulatory and fiscal frameworks in
the ‘Nordics’ (Norway, Sweden, Den-
mark, Finland and Iceland) support
Tesla’s mission”.

It added that “significant experience
with Nordic legislative and regulatory
advocacyis needed”.

Although it is unlikely that Tesla will
lobby to overturn the collective bargain-
ing model that is at the heart of Sweden’s
labour market, the situation has entan-
gled the carmaker with the region’s poli-
tics.

Norway’s governing Labour party

Whatbegan in October as
a strike in Sweden has
spread to Denmark,
Finland and Norway

summoned Tesla to parliament last
week to answer questions about the
affair.

In his reply to the party, Tesla’s Nor-
wegian boss, Axel Tangen, said that the
company followed all Norwegian laws,
including on the labour market, Norwe-
gian media reported.

“Tesla has no form of global policy
against organised labour,” Tangen
added. His comments stand in contrast
with chief executive Elon Musk’s recent
statement that “I disagree with the idea
of unions”.

Separately, 16 Nordic institutional
investors including KLP of Norway and
Folksam of Sweden, which together
have assets of about $1tn, sent a letter to
Tesla’s board yesterday asking the car-
maker to respect the principle of collec-
tive bargaining and change its approach
tounions.

Tesla’s refusal to allow collective bar-
gaining in its repair workshops in Swe-
den has been leapt on by unions as a
rejection of the country’s way of doing
business, and has seen the carmaker hit
by strikes since October.

Under Swedish law, unions are
allowed to go on strike out of sympathy
for other, non-unionised workers.

Tesla, which runs a series of repair
workshops in the country, has seen
some of its workers walk out, while
dockworkers are refusing to unload its
cars and postal workers are refusing to
deliver registration plates.

This week, refuse workers said that
they would stop collecting rubbish from
its sites from December 24.

Musk has called the walkouts
“insane”. The company has lodged two
legal cases as it tries to keep its sales
business in the country operational.

This week a court ruled that Tesla
could not collect undelivered registra-
tion plates directly from the transport
authority, after postal workers refused
to deliver them.

Although Sweden is only Tesla’s fifth-
largest market in Europe, the brand
sells more cars in the combined Nordic
countries than in any single European
country, including Germany.

Tesla did not comment.
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Technology

UK media regulator investigates TikTok over ‘inaccurate’ information on parental controls

CRISTINA CRIDDLE

TikTok is being investigated by the UK
media regulator over concerns that the
Chinese-owned video app supplied
“inaccurate” information about its
parental controls as the watchdog
intensifies its efforts to protect chil-
dren from harmful online material.

Ofcom said yesterday it had “reasonable
grounds for believing that” ByteDance-
owned TikTok had breached its legal
responsibilities and said it might take
enforcement action.

TikTok, speaking after news of the

investigation broke, blamed a technical
issue that led to it supplying inaccurate
data. The company said it had notified
the regulator and was working swiftly to
rectify the issue. It said it planned to
supply accurate data as soon as possible.

Ofcom had sought information from
TikTok to understand and monitor how
the video platform’s parental controls
worked. The regulator said yesterday
the “available evidence suggests that the
information provided . . . may not have
been complete and accurate”.

Ofcom is intensifying its work in pro-
tecting children from harm as part of its

role as the UK’s online safety regulator,
following a landmark piece of legislation
passed in October.

The law is seen as among the strongest
online regulations in the world and
Ofcom has pushed to hold companies to
account for any breaches. This month, it
issued guidance to pornography web-
sites, forcing them to introduce stricter
technical measures to ensure that their
users are over the age of 18.

The regulator has also recently gained
powers to regulate video-sharing
platforms and has been gathering
information since 2021 on the leading

companies, including TikTok, Snap-
chat, Twitch and OnlyFans. It can
impose fines of up to 5 per cent of quali-
fying revenue or £250,000, whatever is
greater, for companies that fail to com-
ply with its regulations.

Ofcom highlighted in its report that
TikTok, Twitch and Snapchat relied on
users declaring their age when signing
up, meaning it was easy to gain access by
entering a false age. It chose to focus on
these three platforms because of their
popularity with under-18s.

The three employ other methods to
identify underage users, including

human moderators and artificial intelli-
gence detection of language that might
suggest they are under 18, for example
writing their age in their bio on a profile
page.

But Ofcom said the effectiveness of
such measures was “yet to be estab-
lished”.

It added: “We asked TikTok for infor-
mation about its parental control sys-
tem, Family Pairing, and we have reason
to believe that the information it pro-
vided was inaccurate.”

TikTok’s Family Pairing feature,
introduced in 2020, allows parents to

link their accounts with their children in
order to set limits on screen time, types
of content and who can send them mes-
sages on the platform.

Research by the regulator has found
that more than a fifth of children aged
between eight and 17 have an adult
online profile, despite many platforms
such as TikTok allowing users to have
accounts from the age of 13.

TikTok told the regulator that the
number of underage accounts removed
between June 2022 and March 2023 was
about 1 per cent of its UK monthly active
user base.
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Tycoon's change of tack cheers

investors who hope billions of

euros in value will be unlocked

ADRIENNE KLASA — PARIS
HARRIET AGNEW — LONDON

Vincent Bolloré spent years trying to
convince investors his media conglom-
erate Vivendi was not just a collection of
disparate businesses. This week, the
French billionaire admitted defeat.

The Paris-based advertising-to-pay
TV group said on Wednesday evening
that it would explore splitting itself into
three businesses. Investors welcomed
the unexpected change of tack, sending
its share price up as much as 10 per cent,
and narrowing a large implicit gap
between its market capitalisation and
the sum of its parts.

“Breaking up the company is fantastic
news for Vivendi shareholders,” said
Olivier Fortesa, co-chief executive of
activist Amber Capital, a top 10 investor
with about 1.5 per cent of the shares.
“Day one, we see at least an additional
€8bn in potential value to be unlocked.”

The lack of meaningful synergies
between Vivendi’s businesses has long
been a problem for investors — and a
source of frustration for Vivendi. Bol-
loré’s 43-year-old son, Yannick, who has
run Vivendi since his father retired, said
this year that his goal was to show the
group was “a coherent company and not
a disparate set of holdings”.

But the trading discount to the sum of
Vivendi’s underlying assets, estimated
by Barclays analysts at about 40 per
cent, has kept growing, nearly doubling
since the spin out of the group’s most
valuable businesses, Universal Music
Group, two years ago.

“Despite all the work that’s been
done, Vivendi has not managed to
reduce the discount. So at a certain
point you have to be pragmatic,” said a
person close to Vivendi.

The completion last month of a deal to
buy rival French media conglomerate
Lagardere Group, which includes pub-
lisher Hachette and travel retailer
Relay, also gave Vivendi the space to act.

A break-up of
the Paris-based
advertising-to-
pay TV group
represents a new
phase in Vincent
Bollore’s efforts
to reshape his
family’s
holdings — #r

montage/Getty

Vivendi’s sum of parts discount has continued

to widen since UMG was spun off

Discount (%)

Media. Conglomerate discount

Bollor¢ sets sights on Vivendi break-up

The successful spin-off of Universal
Music, whose shares have increased 10
per cent since listing in Amsterdam,
means Vivendi believes “a separation of
[French pay television] Canal+ and
advertising agency Havas could drive
further value crystallisation for Viv-
endi,” she added. UMG’s market capital-
isation stands at €47bn.

A planned break-up represents a new
phase in Bolloré’s efforts to reshape his
family’s holdings. The 71-year-old cor-
porate raider has sold several of the
businesses held by Bolloré Group, the
family’s transportation and logistics
company, slimming it down before
turning attention to Vivendi. Bollore,
who controls Vivendi through a 30 per
cent minority stake, remains the key
decision maker in the family businesses.

Up until recently, many investors and
analysts had speculated that he would
simply take the company private — buy-

“Vivendi
has not
managed to
reduce the
discount. So
at acertain
point you
have to be
pragmatic

A break-up

uated based on impact for “all stake-
holders”, as well as the tax implications.

If it goes ahead, both Canal+, which is
Vivendi’s biggest profit centre, and
Havas would become separate listed
groups, with the Bolloré family holding
company remaining a key shareholder.

Vivendi would then plan to have a
third listed branch as an investment
group that would house Lagardere, and
include other holdings in media and
entertainment companies.

Both Havas and Canal+ have grown
and made acquisitions to expand into
new markets in recent years. Vivendi’s
hope is that by listing them they will
unlock value and give them the ability
to use shares for further acquisitions.
But not everyone buys this rationale.

“Splitting the company into three
would not give Canal+, Havas or Lagar-
dere more money to spend on M&A,”
said Julien Roch at Barclays. “Vivendi
together had arguably more firepower
by being able to sell assets.”

The move may also make it easier for
the Bolloré family holding company to
increase its stake in one of the three
smaller entities.

“The split gives more flexibility to
Bollore,” Roch said.

“A break-up would make it easier to
grow Canal Plus and Havas to their full
potential,” said Fortesa at Amber, which
waged an activist campaign at Lagar-
dere and helped Bolloré secure the
acquisition of the media group.

See Lex
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Apollo and
rivals ponder
potential
bids for PIC

IAN SMITH AND WILL LOUCH — LONDON
AND ANTOINE GARA — NEW YORK

Apollo, Carlyle and KKR are studying
bids for Pension Insurance Corpora-
tion ahead of a deadline this week, as
big private capital groups look for a
way into the thriving market for UK
corporate pension deals.

London-based PIC has more than
300,000 policyholders amassed
through so-called bulk annuity deals,
where it takes over pension fund liabili-
ties and the assets backing them from
their sponsoring companies. This year it
did the biggest UK deal yet, when gen-
eral insurer RSA offloaded £6.5bn of lia-
bilities to the group.

The three US private equity groups
are considering bids ahead of the dead-
line, according to people familiar with
their positions, although their interest
remains preliminary and they will not
necessarily submit offers, while there
may be other potential bidders.

Canada’s Brookfield Asset Manage-
ment also studied a bid but has decided
not to move forward, according to two
people briefed on the matter.

Investment bank JPMorgan is advis-
ing on the deal and has invited bids, said
people familiar with the process.

The deal would probably value the
group at a discount to its “own funds”,
according to one market insider, refer-
ring to a measure of shareholder equity
that was £6bn on an adjusted basis at
the end of June.

Apollo, Brookfield, Carlyle, KKR and
JPMorgan all declined to comment.

Low interest rates have lifted the cor-
porate pensions market, with improved
scheme funding levels meaning hun-
dreds of billions of pounds of pension
obligations are set to be transferred
from companies to insurers. Private
capital groups have spent months
exploring how to enter the sector.
Additional reporting by Ivan Levingston
See Lex
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Remuneration

Shareholders heighten opposition
to bonus plan changes on US boards

PATRICK TEMPLE-WEST — NEW YORK

Investors are rattling more US compa-
nies over executive pay, attacking
bonuses and other changes to remu-
neration while shying away from sup-
porting highly politicised environmen-
tal and social measures.

Dozens of US-listed companies that pro-
posed to change their pay plans strug-
gled to win support from shareholders
this year, according to research from
Glass Lewis, a proxy adviser.

These included 17 where pay propos-
als failed to receive a majority vote,
more than doubling from seven in 2022
and the highest in at least five years.

Companies that received less than 75
per cent support for bonus plans
jumped to 159 this year from 112 in
2022, Glass Lewis said.

Shareholders’ increased vigilance
over executive pay comes as they cut
back support for resolutions on envi-
ronmental and social mattersin the face
of criticism from politicians, even as
those proposals have proliferated.

The pay proposals that failed typically
involved issuing new shares that dilute
current investors.

Ford this year asked shareholders for
permission to issue more shares to pay
executives and employees but Black-
Rock, State Street and Vanguard — the
carmaker’s largest shareholders —
voted against the proposal.

The proposed pay changes “exces-
sively” diluted shareholders and con-
tained an “evergreen” provision that
automatically issued more shares with-
out fresh investor approval, according
to Institutional Shareholder Services,

another proxy adviser. A Ford family
trust controls 40 per cent of the carmak-
ers’s voting power, ensuring that the pay
changes still passed this year. Ford
declined to comment.

Investor support for environmental
and social proposals has declined this
year as Republicans escalated a fight
against sustainable investing.

Both BlackRock and Vanguard sup-
ported far fewer climate, racial equity
and other politically tinged shareholder
proposals than they did in 2022 and

‘Investors are applying
more scrutiny’ to
executive pay and ‘are
willing to use their votes

2021. But investors’ concerns about
increasing pay suggests that opposition
to bonus plan changes is likely to con-
tinue, said Maria Vu, senior director for
compensation research at Glass Lewis.

“Shareholder frustration with execu-
tive pay is going to continue to play a
role in the passage of these proposals,”
and investors “definitely are using a
higher standard to gauge them”, she
said. Changes to equity pay plans are
typically binding, meaning that, if they
were to fail, companies need to propose
them again, Vuadded.

That means these investor votes “are
actually one of the more powerful pro-
posals that shareholders have”.

Vanguard this year voted down a pro-
posal to give stock options to the
founder of Fastly, an internet infra-
structure company. Vanguard also

voted against a proposal at uniQure, a
Dutch biotech company, to give the
board permission to issue shares and
options. Both companies failed to win
majority support for their pay changes.

A pay change at online travel booker
Expedia received just 62 per cent sup-
port. BlackRock voted for the proposal
but withheld its support for reappoint-
ing several board directors including
Chelsea Clinton, daughter of former
president Bill Clinton. “Poorly struc-
tured” pay arrangements prompted it to
withhold support, BlackRock said.

Expedia declined to comment. Van-
guard pointed to its 2023 voting report,
which said the firm backed a vast major-
ity of pay proposals supported by corpo-
rate management.

Asset managers have also been sup-
porting executive pay petitions filed by
outsiders as opposed to the companies
themselves.

BlackRock, Vanguard and State Street
endorsed a pay petition for Ford that
came from John Chevedden, a longtime
boardroom agitator who has been deri-
sively labelled a “gadfly” for his corpo-
rate governance activism. Chevedden’s
Ford proposal called on the company to
end its dual-share class structure that
gives the Ford family voting control.

Chevedden has also been active in fil-
ing executive pay proposals concerning
“golden parachutes”, which are guaran-
teed severance payments for executives
who leave their company.

“Investors are applying more scru-
tiny” to executive pay and they “are
willing to use their votes”, said Caitlin
McSherry, director of investment stew-
ardship at Neuberger Berman.

In a Petition presented to the Court of Session (the “Court™) on 11 December 2023 by Smart Metering Systems ple, a public limited company incorporated under the Companies Act 2006 (the “2006
Act”) (Company no. SC367563) and with its registered office at Second Floor, 48 St Vincent Street, Glasgow, G2 5TS (the “Company™) for sanction of a scheme of arrangement (the ‘Scheme’)
under Part 26 of the 2006 Act and between the Company and the holders of Scheme Shares (as defined in the Scheme), by virtue of orders made by the Court dated 13 December 2023 (the ‘Order’),
the Court has ordered that a meeting (the “Court Meeting"”) be convened of the holders of Scheme Shares as at the Voting Record Time (as defined in the Scheme) for the purpose of considering and,
if thought fit, approving (with or without modification) the Scheme.

NOTICE IS HEREBY GIVEN that, as authorised by the Order, the directors of the Company have fixed the Court Meeting to be held at Hogan Lovells International LLP, Atlantic House, SO Holborn
Viaduct, EC1A 2FG, London, United Kingdom on 9 January 2024 at 9:30 a.m. (London time).

At the Court Meeting, the following resolution will be proposed:

“THAT the scheme of arrangement dated 15 December 2023 (the “Scheme™), between the Company and the holders of Scheme Shares (as each term is defined in the Scheme), a copy
of which has been produced to this meeting and, for the purposes of identification, initialled by the Chairman of this meeting, in its original form or with or subject to any modification,
addition or condition agreed by the Company and Bidco (as defined in the Scheme) and approved or imposed by the Court, be approved and the directors of the Company (or a duly
authorised committee thereof) be authorised to take all such actions as they may consider necessary or appropriate for carrying the Scheme into effect.”

A copy of the Scheme and a copy of the explanatory statement required to be published pursuant to section 897 of the 2006 Act are incorporated into the circular relating to the Scheme (the
“Circular”). The Circular will be sent to registered holders of SMS Shares (as defined in the Circular) as at 6.00 p.m. on the day falling two Business Days (as defined in the Circular) prior to the
date of the Circular in hard copy by post. The Circular will also be available on the Company’s website at www.sms-plc.com by no later than 12 noon on the first Business Day following the date of
the Circular. SMS Sharcholders, persons with information rights and participants in SMS Share Plans (each term as defined in the Circular) may, free of charge, request a hard copy of the Circular by
contacting Computershare (as defined in the Circular) through either of the following methods: (i) telephoning Computershare on +44 (0)370 707 4087. If calling from outside of the UK, please ensure
the country code is used. Lines will be open from 8:30 a.m. to 5:30 p.m., Monday to Friday (except public holidays in England and Wales); or (ii) submitting a request in writing to Computershare
Investor Services PL.C, The Pavilions, Bridgwater Road, Bristol, BS99 6ZY, United Kingdom.

Voting on the resolution will be by poll which may be conducted as the Chairman of the Court Meeting shall determine. By the Order, the Court has appointed Miriam Greenwood, whom failing
Timothy Mortlock, or failing them, any other director of the Company, to act as Chairman of the Court Meeting and has directed the Chairman to report the result thereof to the Court. For the Court
Meeting (or any adjournment or postponement thereof) to be properly convened, a quorum of two persons entitled to vote on the business to be transacted, each being a Scheme Shareholder, the proxy
of a Scheme Sharcholder or (where the Scheme Sharcholder is a corporation) a duly authorised representative must be present.

Right to Appoint a Proxy; Procedure for Appointment

Scheme Shareholders entitled to attend and vote at the Court Meeting may vote in person at the Court Meeting or they may appoint another person as their proxy to attend and vote in their place.
A Scheme Shareholder may appoint more than one proxy in relation to the Court Meeting provided that each proxy is entitled to exercise the rights attaching to a different share or shares held by
that Scheme Shareholder, A proxy need not be a member of the Company but must attend the general meeting in person in order to represent the Scheme Sharcholder. It is important that, for the
Court Meeting, as many votes as possible are cast so that the Court may be satisfied that there is a fair representation of Scheme Shareholder opinion. Scheme Shareholders are strongly encouraged
to submit proxy appointments and instructions for the Court Meeting as soon as possible, using any of the methods (by post, online or electronically through CREST) set out below, to ensure their
vote is recorded. Doing so will not prevent Scheme Sharcholders from attending, speaking and voting in person at the Court Meeting if they wish and are entitled to do so. In the event of a poll on
which Scheme Shareholders vote in person, their proxy vote will be excluded. Scheme Shareholders are encouraged to appoint the Chairman of the Meetings as proxy who will ensure that their vote
is counted. Save in those circumstances where a Scheme Shareholders attends in person, once validly intimated in accordance with the Scheme, a proxy appointment and/or any voting instruction in
relation to the Court Meeting (or any adjournment thereof or any rescheduled meeting, if postponed) shall be regarded as final and thus not capable of being amended or revoked.

(a) Sending Form of Proxy by post

Scheme Shareholders may complete and sign the BLUE Form of Proxy (together with any power of attorney or other authority, if any, under which it is signed, or a duly certified copy thereof) in
accordance with the instructions printed thereon and return in the pre-paid envelope to Computershare the Company’s Registrar, either: (i) by post to The Pavilions, Bridgwater Road, Bristol, BS99
6ZY; or (ii) (during normal business hours only) by hand to The Pavilions, Bridgwater Road, Bristol, BS13 8AE so as to be reccived as soon as possible and in any cvent no later than 9.30 a.m.
(London time) on 5 January 2024 or, in the case of an adjournment or postponement of the Court Meeting, not less than 48 hours (excluding any part of such 48-hour period falling on a non-working
day) before the time and date set for the adjourned or rescheduled (if postponed) Court Meeting.

If not lodged by the relevant time, a copy of the BLUE Form of Proxy may also be handed to the Chairman at the Court Meeting prior to the commencement of the Court Meeting (or any adjournment
or postponement thereof).

If Scheme Sharcholders wish to appoint more than one proxy, they may photocopy the BLUE Form of Proxy or request a copy by contacting Computershare, the Company’s Registrar, through either
of the following methods: (i) by calling on +44 (0)370 707 4087 between 8:30 a.m. and 5:30 p.m. Monday to Friday (except public holidays in England and Wales); or (ii) by submitting a request
in writing to Computershare Investor Services PLC, The Pavilions, Bridgwater Road, Bristol, BS99 6ZY, United Kingdom, in each case, stating their name, and the address to which the hard copy
should be sent.

(b) Electronic appointment of proxies through CREST

Scheme Shareholders entitled to attend and vote at the Court Meeting who hold their shares through CREST may appoint a proxy using the CREST proxy voting service, using the procedures
described in the CREST Manual. CREST personal members or other CREST sponsored members, and those CREST members who have appointed any voting service provider(s), should refer to
their CREST sponsor or voting service procedure(s), who will be able to take the appropriate action on their behalf. In order for a proxy appointment or instruction made using the CREST service to
be valid, the CREST Proxy Instruction must be properly authenticated in accordance with the specifications of Euroclear and must contain the information required for such instructions as described
in the CREST manual.

Proxies submitted using the CREST proxy voting service must be transmitted so as to be received by Computershare (under CREST participant ID 3RAS50) no later than 9:30am (London time) on §
January 2024) (or, in the case of an adjournment or postponement of the Court Meeting, not less than 48 hours (excluding any part of such 48-hour period falling on a non-working day) before the
time and date set for the adjourned or rescheduled (if postponed) Court Meeting). For this purpose, the time of receipt will be taken to be the time from which Computershare is able to retrieve the
message by enquiry to CREST.

If the CREST proxy appointment or instruction is not received by this time, a copy of the BLUE Form of Proxy may also be handed to the Chairman at the Court Meeting prior to the commencement
of the Court Meeting (or any adjournment or postponement thereof).

CREST members and, where applicable, their CREST sponsors or voting service providers should note that Euroclear does not make available special procedures in CREST for any particular
messages. Normal system timings and limitations will therefore apply in relation to the input of CREST Proxy Instructions. It is the responsibility of the CREST member concerned to take (or, if the
CREST member is a CREST personal member or sponsored member or has appointed any voting service provider(s), to procure that his/her CREST sponsor or voting service provider(s) take(s))
such action as shall be necessary to ensure that a message is transmitted by means of the CREST system by any particular time. For further information on the logistics of submitting messages in
CREST, CREST members and, where applicable, their CREST sponsors or voting service providers are referred, in particular, to those sections of the CREST Manual concerning practical limitations
of the CREST system and timings.

The Company may treat as invalid a CREST Proxy Instruction in the circumstances set out in Regulation 35(5)(a) of the CREST Regulations.

(¢) Online appointment of proxies

As an alternative to completing and returning the printed BLUE Form of Proxy or appointing a proxy through CREST, Scheme Shareholders entitled to attend and vote at the Court Meeting may
appoint a proxy electronically by logging on to the following website: http://www.investorcentre.co.uk/eproxy or registering if you have not previously done so. To register, Scheme Shareholders will
need a Control Number, their Shareholder Reference Number (SRN) and PIN which are printed on the BLUE Form of Proxy or are available from Computershare. For an electronic proxy appointment
to be valid, the appointment must be received by Computershare no later than 9:30am (London time) on 5 January 2024 (or, in the case of an adjournment or postponement of the Court Meeting, not
less than 48 hours (excluding any part of such 48-hour period falling on a non-working day) before the time and date set for the adjourned or rescheduled (if postponed) Court Meeting). Full details
of the procedure to be followed to appoint a proxy electronically are given on the abovementioned website.

If not lodged by the relevant time, a copy of the BLUE Form of Proxy may also be handed to the Chairman at the Court Meeting prior to the commencement of the Court Meeting (or any adjournment
or postponement thereof).

Voting Record Time

Entitlement to attend and vote at the Court Meeting, or any adjourned or rescheduled (if postponed) Court Meeting, and the number of votes which may be cast at the Court Meeting will be determined
by reference to the register of members of the Company at 6:00 p.m. (London time) on 5 January 2024 (or, if the Court Meeting is adjourned or rescheduled (if postponed), 6:00 p.m. (London time)
on the date which is 48 hours (excluding any part of a day which is a non-working day) before the date fixed for the adjourned or rescheduled (if postponed) Court Meeting (excluding any part of
such a day which is a non-working day)). Changes to the register of members of the Company after such time will be disregarded in determining the rights of any person to attend and vote at the
Court Meeting.

Joint Holders

In the case of joint holders of Scheme Shares, any one such joint holder may tender a vote, whether in person or by proxy, at the Court Meeting, however, the vote and/or the appointment of a proxy
of the senior who tenders a vote and/or appointment of such proxy whether in person or by proxy will be accepted to the exclusion of the votes and/or appointments of the other joint holder(s) and
for this purpose, seniority will be determined by the order in which the names stand in the register of members of the Company in respect of the joint holding.

Corporate Representatives

As an alternative to appointing a proxy, any Scheme Sharcholder which is a corporation may appoint one or more corporate representatives who may exercise on its behalf all its power as a member,
provided that: (i) only one corporate representative may be counted in determining, under section 899(1) of the Companies Act, whether a majority in number of the Scheme Sharcholders has
approved the Scheme; and (ii) if two or more corporate representatives purport to vote in respect of the same shares, if they purport to exercise the power to vote in the same way as each other, the
Chairman will treat the power to vote as having been exercised in that way, and in other cases the Chairman will treat the power to vote as not having been exercised. The Chairman may require a
corporate representative to produce to the registrars of the Company at any time before the start of the Court Meeting the corporate representative’s written authority to attend and vote at the Court
Meeting. The corporate representative shall not be entitled to exercise the powers conferred on them by the relevant Scheme Shareholders until any such demand has been satisfied.

The said Scheme of Arrangement will be subject to the subsequent sanction of the Court,

Dated 15 December 2023

Hogan Lovells International LLP

Atlantic House, 50 Holborn Viaduct, London EC1A 2FG
Burness Paull LLP

50 Lothian Road, Festival Square, Edinburgh EH3 9WJ

Solicitors for the Company
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Utilities

Thames Water picks chief to plot revival

Former Aggreko boss sets
out to deliver turnaround’
amid worries over finances

JOHN AGLIONBY AND
GILLIAN PLIMMER

Thames Water has appointed Chris
Weston, former head of power supplier
Aggreko, as its chief executive, as the
UK’s biggest water company faces scru-
tiny over its financial health and probes
into its treatment of sewage.

The company has been without a per-
manent chief since Sarah Bentley quitin
June after a boardroom row that deep-
ened concern about the group’s ability

--------------------------------------------------------------------------
----------------------------------------------------------------------------
............................................................................

Financials

Woodford fund
Investors vote

for FCA-backed
redress scheme

ARJUN NEIL ALIM

Investors in Neil Woodford’s flagship
fund have voted decisively to approve a
controversial reimbursement scheme
backed by the regulator — with the
decision signalling an end to the four-
year saga triggered by the collapse of
the Woodford Equity Income Fund.

Ninety-four per cent of those who voted,
including institutional investors, opted
for the “scheme of arrangement”
administered by Link Fund Solutions
and supported by the Financial Conduct
Authority, according to provisional
resultsreleased by Link yesterday.

More than 54,000 investors partici-
pated in the vote, according to Link.

The final results will be published
before a court hearing on January 18,
which Link hopes will approve the
result in order to begin the process of
returning up to £230mn to investors.

According to the FCA, this would
mark the return of a total 77 per cent of
money that was locked upin 2019.

Link Fund Solutions said the vote
“demonstrated [investors’] strong sup-
port for the scheme”.

Roughly 300,000 investors had some
£3.6bn stuck in the Woodford Equity
Fund after its suspension in June 2019 in
what became one of the UK’s worst
investment scandals.

The fund collapsed after a downturn
deflated the value of its public equities
and its illiquid holdings meant it strug-
gled to meet investor demands for
redemptions.

The vocal minority of Woodford
investors and advocates who cam-
paigned against the deal reacted with
shock at the scale of the vote.

Critics allege that the FCA has misled
investors about other — potentially
more lucrative — avenues for reim-
bursement, including litigation or a
claim with the Financial Services Com-
pensation Scheme.

“Ican’t believe my eyes,” one investor
who voted against the deal wrote in an
email.

The FCA said: “This scheme offers the
quickest route for redress for the vast
majority of people. Payouts through
other means such as litigation or the
FSCS are not guaranteed and will likely
take longer to achieve.”

to manage its £18.3bn debt pile and
overhaul its ageing infrastructure.
Weston said he would be “focused on
delivering the turnaround that the busi-
ness has outlined and improving per-
formance over the next few years”.
Britain’s largest water distributor is
seeking to raise new equity of £2.5bn
from shareholders in coming years, as
well as £750mn already pledged. The
equity is subject to bill increases that
regulator Ofwat has to approve.
Thames Water’s chair Sir Adrian
Montague said yesterday that Weston
was taking over at “a crucial period of
delivering our refocused turnaround
plan and providing the service that cus-
tomersrightly expect of us”.

High stakes
Activist calls
on Entain to
raise 1ts game

Corvex has revealed a 4.4%
holding in Ladbrokes owner
Entain a day after Jette Nygaard-
Andersen resigned as the
gambling group’s chief — nigel French/pa

This week Montague apologised to
MPs for causing “any confusion” when
the utility described a loan from share-
holders as “equity”, as he sought to allay
concern over its finances.

Recruiting Weston is ‘one
of the things [Thames
Water] had to do given the
multitude of challenges’

Thames Water faces more than
£1bn in debt repayments by the end of
2024, including a £190mn facility in
its parent company Kemble Water
Holdings maturing in April, according

Corvex has become the latest US
activist hedge fund to disclose a
significant stake in Ladbrokes owner
Entain, saying a more radical overhaul
was needed to turn around the group’s
“unacceptable” performance.

The intervention by Corvex comes a
day after Entain’s former chief
executive Jette Nygaard-Andersen
resigned having come under fire for the
FTSE 100 group’s slumping share price
this year and a series of botched
acquisitions.

Its 4.4 per cent stake makes Corvex,
which is run by Keith Meister, a former
lieutenant of activist Carl Icahn, one of
Entain’s top 10 shareholders and raises
the pressure on the group’s chair Barry
Gibson and interim chief executive
Stella David to examine a possible sale
of the company or some of its assets.

Over the past three years, Entain’s
board has walked away from two
takeover approaches from US gambling
operators MGM Resorts International
and DraftKings that valued it at a
premium to the current share price.

Entain has a joint venture with MGM
in the US, where sports betting has
recently been legalised in dozens of
states. Corvex also has a stake in MGM,
where Meister is a board director.

22 €

While Entain’s “recent management

to its accounts published in November.

Recruiting Weston is “one of the
things [Thames Water] had to do given
the multitude of challenges”, said Mar-
tin Young, an analyst at Investec. “It’s a
small step in the right direction.”

Weston, who has also led British Gas,
is a former member of the army and
holds a doctorate and masters in busi-
ness administration from Imperial Col-
lege London. He replaces Cathryn Ross
and Alastair Cochran, who had been
interim co-CEOs after Bentley’s exit.

He will be paid a salary of £850,000
and eligible for a bonus of 156 per cent of
his salary if he meets undisclosed per-
formance targets.

Thames Water, which launched its

change was a necessary first step,
further change is required,” Corvex
said. “Simply put, Entain’s recent
performance has been unacceptable
and all options must be considered to
drive value.”

Shares in Entain jumped 8.7 per cent
yesterday.

The company was at a “critical
juncture”, Corvex added, and would
benefit from a shareholder with

"Entain’s performance has
been unacceptable and

all options must be
considered to drive value

“substantial industry and company-
specific experience and expertise”.

Nygaard-Andersen’s exit came after
less than three years in the job and
followed reports in the Financial Times
that several US activists had taken
stakes amid growing internal
discontent about her leadership.

Under Nygaard-Andersen, Entain
embarked on a spree of bolt-on
acquisitions costing more than £2bn
while also losing share in several
important markets.

Three new board members are

three-year turnaround plan this month,
is also under investigation by Ofwat
over a £37.5mn dividend it paid out in
October.

Along with other water companies, it
faces legal and regulatory investigations
by the Environment Agency and Ofwat
into whether it breached laws on the
treatment of sewage and the pollution of
rivers.

Shareholders have asked for restric-
tions on regulatory fines as one of the
conditions for injecting new equity. Its
largest shareholder, the Canadian pen-
sion fund Omers, took a 30 per cent
writedown on its stake last year, casting
doubt over its willingness to back the
company further.

expected to be appointed in coming
weeks, according to two people
familiar with the matter.

The other activist investors, New
York-based activist funds Eminence
Capital, Sachem Head Capital
Management and Dendur Capital,
are pushing to take most, if not all,
board seats with the aim of
controlling the hiring process for the
new chief executive and any future
mergers and acquisitions, according
to people familiar with the funds’
thinking.

Ricky Sandler, founder of
Eminence, which owns between 4
and 5 per cent of Entain’s stock, is
positioning himself for a board seat,
and has received public backing
from one of Entain’s biggest
institutional shareholders Janus
Henderson.

Corvex said it would
“immediately engage” with
Entain’s Gibson and David. Some
activists are unclear whether they
can work with Gibson on a sale of
the group or its assets after the FT
reported earlier this month that
MGM chief executive Bill
Hornbuckle viewed him as an
obstacle to a takeover. Oliver Barnes
and Harriet Agnew

............................................................................
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Oil & gas

Looney’s loss
of pay was not
‘unduly harsh,
BP tells staff

TOM WILSON

BP has denied to senior staff that the
board was “unduly harsh” in its deci-
sion to claw back millions of pounds in
pay from Bernard Looney, in a move
that underscores its unease over the
abrupt departure of the former chief
executive.

In an eight-point question-and-answer
memo shared with executives and seen
by the Financial Times, one of the points
addressed was: “Has the board been
unduly harsh in how it has treated
Bernard?”

The memo’s response stressed that
the “great majority” of the pay forfei-
ture “came as a result of his own deci-
sion toresign with immediate effect”.

The document was shared internally
on Wednesday when BP said it had fired
Looney without notice after finding that
he committed serious misconduct. This
meant he would have to forfeit as much
as £32.4mn in bonus, salary, pension
allowance and share awards.

Looney resigned in September after
BP received allegations that he had
failed to disclose past relationships with
colleagues. He admitted at the time that
he had not been “fully transparent”
with the board, led by chair Helge Lund.

Looney’s departure has rocked the
114-year-old British energy group, rais-
ing questions over the number and
nature of his workplace relationships as
well as his conduct while at the helm of
the group. The allegations that
prompted his resignation included an
accusation Looney promoted women
with whom he had past undisclosed
relationships, the FT hasreported.

The company explained in both the
internal memo and its public statement
on Wednesday that as much as 87 per
cent of the £32.4mn Looney would for-
feit had been lost the day he resigned, in
line with BP’s “shareholder-approved
remuneration policy”. The rest was lost
due to the misconduct decision.

“The board decided that when Ber-
nard gave assurances around his past
relationships with colleagues, he had
given inaccurate and incomplete infor-
mation and knowingly misled the
board,” it said in the internal memo.
“The board decided that this amounted
to serious misconduct”.

The document’s talking points sug-
gest BP’s board was concerned about
how the decision to dismiss Looney
without notice and claw back funds
would be received by some BP staff.

The document stressed that Murray
Auchinchloss, the FTSE 100 company’s
interim chief executive, was not
involved in the decision, which BP said
was taken by the non-executive mem-
bers of the board.

The decision to fire Looney brought
his 12-month notice period to an imme-
diate end. He will forfeit a maximum of
£32.4mn, dependent on the value of
shares that form part of unvested stock
awards. The total includes almost £1mn
Looney will have to pay back to the
group.

BP and Looney declined to comment.

Looney made his first public com-
ments since his departure on Wednes-
day, saying he was “disappointed with
the way the situation has been handled”
and that he was proud of what he had
achieved as CEO.

When Looney resigned in September,
the company said it had begun an inves-
tigation into the allegations with the
support of external counsel.

See Lex

Investors’

Chronicle

Register now for free

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

Investors’ Chronicle.

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

your portfolio.

Join us now:

investorschronicle.co.uk/signup

IVESLors
Chroanide

MWL AL A

ey ey —

Insestors.

llllll v

» remaw oL &

W Beod baw Demee seryive a nocosdon’

TN AT Yo Sapdertag M M GG o o0
ey W Useiere W ww o

*Excluding Alpha, Opinion and Ideas articles

A service from the Financial Times



Friday 15 December 2023

* FINANCIAL TIMES

13

COMPANIES & MARKETS

...........................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................
...........................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................
----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Equities. Depressed valuations

Biotech stocks make gains
after years of “‘wreckage’

Sector boosted by shift in rate

expectations with 25% rise for

shares since start of November

NICHOLAS MEGAW AND ANNA MUTOH
NEW YORK

A rally in biotech stocks has raised
hopes of a turnaround from the sector’s
worst run this century as drug
developers suffered from rising interest
rates and a backlash to pandemic-era
euphoria.

Even as the wider US stock market
approaches a record high, the S&P bio-
technology index remains more than 50
per cent below its early 2021 peak.

However, the sector has been one of
the biggest beneficiaries of a recent shift
in interest rate expectations, bouncing
more than 25 per cent since the start of
November.

A 5 per cent gain on Wednesday
pushed it into positive territory for the
year after declines of more than 20 per
centin 2021 and 2022.

“In late 2020 and early 2021, many
early-stage companies hit valuations
that didn’t make any sense,” said Andy
Acker, a healthcare portfolio manager
at Janus Henderson. “Now we have the
opposite situation . . . [so] we’re comb-
ing through the wreckage to try to iden-
tify companies that have been left for
dead.”

Some of the biggest contributors to
the index’s recent weakness include
vaccine developer Moderna and Altim-
mune, which is developing anti-obesity
treatments.

Moderna’s shares have tumbled more

than 50 per cent this year as demand for
its Covid-19 vaccines wanes.

Altimmune lost more than half of its
value in a single March day after a drug
trial showed severe side effects for some
patients.

In October, before the recent market
rally, a record 232 life sciences compa-
nies globally were trading with a market
capitalisation below their cash reserves,
according to Janus Henderson.

Large drugmakers have also under-
performed, with the S&P 500 pharma-
ceutical sub-index heading for its worst
performance relative to the broader
S&P 500 in at least 20 years.

Pfizer has been the biggest dragon the
S&P 500 this year and on Wednesday hit
its lowest level since 2013.

Rising interest rates have weighed on
valuations across industries but the
effect tends to be particularly damaging
in sectors such as biotech where most
companies focus on growth far in the
future.

The US Federal Reserve on Wednes-
day left benchmark interest rates at
5.25-5.5 per cent — up from near-zero
two years ago — but signalled that cuts
will begin next year.

Chris Shibutani, a healthcare analyst
at Goldman Sachs, said: “I have never
been in a multiyear phase where macro
dynamics have had as much influence
asnow. Almost every investor has had to
become an armchair economist.”

The impact of rates has been exacer-
bated by an influx of high-risk compa-
nies that went publicin 2020 and 2021.

Traditionally, start-ups working on
new drugs would raise funding privately
until they had clinical data to reassure
investors about their chances of success.

When markets were surging at the
height of the coronavirus pandemic,
however, many companies listed their
stock with little data.

“There were companies that, if we
were all honest with ourselves, probably
weren't ready to be public,” said Rahul

Biotech stocks have rebounded, but still lag behind the wider ‘

market

S&P Biotech index vs S&P 500 (rebased)
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‘Innovation
is still
happening
in the
sector, the
problem

1S some
innovation
has not
been valued

Chaudhary, head of healthcare equity
capital markets at Leerink Partners.

More than 250 healthcare companies
listed in the US between 2020 and 2021,
accordingto Dealogic.

Their poor performance has made it
harder for others to follow them, with
just24 dealsin 2023.

Some companies specialising in areas
such as anti-obesity drugs have man-
aged to attract investors despite the
tough environment.

“Innovation is still happening in the
sector, the problem is some innovation
has not been valued highly,” said
Lorence Kim, managing partner at
Ascenta Capital and a former chief
financial officer at Moderna.

Kim said that should create opportu-
nities for investors with “a half-off sale
in everything” before the macro picture
changes.

Shibutani cautioned that the industry
would still face challenges even when
interest rates begin to fall, including
drug pricing reforms and a looming US
presidential election.

Still, belief that the Fed will soon start
cutting rates has already started to
boost valuations, with the biotech index
up 14 per cent in November and 11 per
cent this month.

“I think it is nascent optimism right
now,” said Chaudhary. “But hope
springs eternal and there is hope that
next year the lower rate environment
will start to help the sector, you’ll see
more companies be able to access
capital and, importantly, you'll see the
generalist investors — who have been
absent for three years — start to come

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

Country Garden offloads Chinese mall
stake in effort to tackle default fallout

THOMAS HALE — SHANGHAI

Country Garden, one of the most prom-
inent victims of China’s real estate cash
crunch, is selling a Rmb3bn ($420mn)
stake in a mall operator to tackle the
fallout from an international bond
default.

The property developer said in an
exchange filing yesterday that it would
sell a stake in Zhuhai Wanda Commer-
cial Management Group, a mall opera-
tor that is part of Dalian Wanda Group.

It said that the proceeds would be
used for “offshore restructuring”.

Country Garden, once China’s biggest
private developer by sales, followed in
the footsteps of highly leveraged peers
such as Evergrande when it defaulted on
international debts in October this year.

Like many of them, it had borrowed
on international bond markets and
amassed liabilities of Rmb200bn in
mainland China as it rode a wave of con-
struction and urbanisation.

That unwound dramatically in 2021
when Evergrande, China’s most
indebted developer, defaulted.

The slowdown in construction and
transactions that followed has not

abated despite supportive efforts from
Beijing.

Country Garden’s default in October,
which refocused international scrutiny
on China’s property market, came less
than a year after the company was
included in special government meas-
ures aimed at supporting “high-quality”
developers across a struggling market.

Prices of new homes fell in October

for a fourth straight month.
The Zhuhai Wanda stake is being sold
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Country Garden was once China’s
biggest private developer by sales

to Dalian Wanda and related parties.
Dalian Wanda, which was one of the
main drivers of an era of outbound
investment that ended in 2018, nar-
rowly missed defaulting on a bond itself
in July.

Its billionaire founder, Wang Jianlin,
this week also reduced the company’s
stake in its mall operator subsidiary,
which is struggling to fulfil plans to list.

In a separate statement to the Shen-
zhen Stock Exchange, Country Garden
said that it had repaid an onshore bond
worth Rmb800mn, highlighting a con-
trast between onshore and offshore
repayments.

The company has hired restructuring
advisers ahead of likely negotiations
with offshore creditors, to whom total
debt is about $13bn, according to
Bloomberg.

Evergrande, which has more than
twice that amount outside China, saw its
own restructuring plan derailed in Sep-
tember after two years of discussions
with the group citing regulatory con-
straints, and following the apparent
arrest of its chair, Hui Ka Yan.
Additional reporting by Wang Xueqiao in
Shanghai

hlghly’ back.”
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Fixed income

Debt costs for
poor nations
to hit ‘crisis’
levels, says
World Bank

MARY MCDOUGALL

Debt servicing costs in a clutch of the
world’s poorest countries are set to soar
to “crisis” levels as high interest rates
damage already fragile economies,
according to the World Bank.

Twenty-four of the world’s lowest
income economies are set to spend a
total of $21.5bn on financing their exter-
nal public debt across this year and next
as bond repayments become due and
the impact of higher interest rates feeds
through, according to calculations from
the bank in its latest debt report.

That represents a rise of almost
40 per cent over the previous two years

“Record debt levels and high interest
rates have set many countries on a path
to crisis,” said Indermit Gill, the World
Bank Group’s chief economist. “Every
quarter that interest rates stay high
results in more developing countries
becoming distressed — and facing the
difficult choice of servicing their public
debts or investing in public health, edu-
cation and infrastructure.”

Bond markets have only partially
recovered from a sharp sell-off that took
benchmark Treasury yields to a16-year
high in October.

The result has been to leave about one
in four developing countries in debt dis-
tress and, in effect, shut out from inter-
national financing, according to World

‘Every quarter thatinterest
rates stay high results in
more developing countries
becoming distressed’

Bank calculations — a sharp increase
from less than 5 per cent in 2019. “For
the poorest countries, debt has become
anear paralysing burden,” said Gill.

He added that rising borrowing costs
constitute a “grave danger” to the pros-
pects for progress on the UN’s global
development goals and warrant “quick
and co-ordinated” action by debtor gov-
ernments, private and official creditors
and multilateral financial institutions.

In the past three years alone, there
have been 18 sovereign defaults in 10
developing countries including the likes
of Zambia, Sri Lanka and Ghana —
greater than the number recorded in all
of the previous two decades, according
to the World Bank.

Private creditors have also been pull-
ing out of developing countries, leaving
them with fewer financing options.

In 2022, new foreign loans to emerg-
ing market sovereigns dropped to their
lowest level in a decade. Private credi-
tors received $185bn more in repay-
ments than they disbursed in loans —
the first time since 2015 that private
creditors received more funds than they
put into developing countries.

The World Bank forecasts that, by the
end of 2024, economic activity in low-
and middle-income countries will be
5 per cent below pre-pandemic levels
with growth over the 2020-24 period
projected to be the weakest five-year
average since the mid-1990s.
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Peltz pushes for two new directors in
hotly contested proxy battle at Disney

ORTENCA ALIAJ AND ANNA NICOLAOU
NEW YORK

CHRISTOPHER GRIMES — LOS ANGELES
HARRIET AGNEW — LONDON

Activist hedge fund Trian Partners
plans to nominate two candidates to
Disney’s board of directors, ramping
up a campaign against the media group
that is expected to be one of the most
contested proxy battles in years.

Trian will put forward its co-founder
Nelson Peltz and former Disney execu-
tive Jay Rasulo at the company’s annual
meeting next year, it said on Tuesday.

“The root cause of Disney’s underper-
formance, in our view,<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>