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BARNEY JOPSON — MADRID 
SÉRGIO ANÍBAL — LISBON

António Costa resigned as Portugal’s 
prime minister yesterday, hours after 
prosecutors issued arrest warrants and 
raided government buildings in a cor-
ruption investigation that reached his 
inner circle.

Costa, a socialist who has led Portugal 
since 2015, said he would step down 
after prosecutors revealed the full 
extent of a probe into possible crimes of 
corruption, malfeasance and influence 
peddling among holders of public office.

Prosecutors said the potential wrong-
doing related to several high-profile 
business ventures, including lithium 
mining projects that were central to 
both Portugal’s long-term economic 
plans and the supply of raw material for 
Europe’s electric vehicle industry.

They said that in the course of their 
investigations suspects had invoked the 
“name and authority” of the prime min-
ister and alleged he had made interven-
tions to “unblock procedures”. 

Costa said he had not been aware of 
the investigation and had a clear con-
science. “But regardless of this, the dig-
nity of the role of prime minister and the 
trust that the Portuguese people have in 
institutions are absolutely incompatible 
with a prime minister who faces suspi-
cions about his integrity,” he added.

Prosecutors issued an arrest warrant 
for Vítor Escária, Costa’s chief of staff 
and confidant, and said that they were 
making infrastructure minister João 
Galamba a formal suspect as they car-
ried out 43 raids on government build-
ings and homes.

Costa’s resignation shifts the onus to 
Portugal’s president, Marcelo Rebelo de 

Sousa, a former leader of the opposition 
Social Democrats, who accepted Costa’s 
resignation and must decide whether to 
dissolve parliament and call elections or 
to appoint another prime minister. 

Until then, Costa will remain as care-
taker leader.

“I’m not going to run again to be 
prime minister,” said Costa, who was re-
elected with an absolute majority in 
2022. “It is a stage of my life that is 
 finished.” 

Among the projects under investiga-
tion are a hydrogen production plant 
and the construction of a data centre, 
both in the town of Sines. Prosecutors 
also issued arrest warrants for the 
mayor of Sines and two directors of a 
company involved in the data centre.

Rui Rocha, head of Liberal Initiative, a 
small rightwing opposition party, said 
that Portugal was “engulfed in rot”.

Costa quits as Portugal’s premier after 
corruption probe reaches inner circle 
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What a Trump win would mean for the world
MARTIN WOLF, PAGE 17

Payment fintechs earn crypto fans’ envy
PATRICK JENKINS, PAGE 6

Briefing

i China’s growth prospects 
lifted despite weak data 
The IMF has raised its forecasts 
for China’s economic growth, 
citing stronger policy support 
from Beijing, but analysts say 
weak export data shows that the 
recovery remains fragile.
PAGE 9; MARKETS INSIGHT, PAGE 10

i Digital wallets in focus
The top US consumer finance 
regulator is seeking new powers to 
oversee technology groups that 
offer digital wallets and payment 
applications, bringing Google and 
Apple into its sights.— PAGE 6 

i UBS counts cost of rescue
The Swiss lender has reported its 
first quarterly loss in almost six 
years as it laid bare the costs and 
risks of integrating Credit Suisse 
following the state-orchestrated 
rescue of its rival.— PAGE 7

i Opening for Polish right
Poland’s prime minister has been 
given the chance to form the next 
government with his rightwing 
Law and Justice party, even after a 
coalition led by Donald Tusk won 
a majority last month.— PAGE 3

i ByteDance trims VR unit
Pico, the virtual reality division 
acquired by TikTok owner 
ByteDance in 2021 at the peak of 
optimism for the metaverse, is to 
cut staff and restructure after a 
market downturn.— PAGE 7

i Berlin to curb migrants 
Germany is to clamp down on 
illegal immigration and explore 
setting up asylum-processing 
centres outside the EU after a 
cross-party deal reached amid 
rising rightwing populism.— PAGE 2

i US nuclear fuel warning
Reliance on Russia’s nuclear fuel 
poses a threat to national security 
and climate goals, a White House 
official has said while urging funds 
for a rebuilding of the domestic 
supply chain.— PAGE 3

i Jakarta issues green plea
President Joko Widodo has called 
on the west to release a promised 
$20bn to finance Indonesia’s 
green energy transition and do 
more to back its critical resources 
vital to electric vehicle.— PAGE 4

King’s Speech
Sunak’s plans 
for UK set out
King Charles and Queen Camilla attend 
the UK’s state opening of parliament at 
the Palace of Westminster in London 
yesterday. 

The King’s Speech, the first delivered 
by a male monarch for more than 70 
years, laid out Prime Minister Rishi 
Sunak’s final legislative package to be 
delivered before a general election 
expected by autumn 2024.

King Charles, reading from a script 
prepared by Downing Street, said that 
the government was making “the diffi-
cult but necessary long-term decisions 
to change this country for the better”.

The monarch, an ardent environmen-
talist, unveiled a bill to encourage North 
Sea oil drilling. The opposition Labour 
party, which is 20 points ahead of the 
ruling Conservative party in opinion 
polls, called the King’s Speech “a pretty 
pathetic programme of tinkering”.
FT View page 16

ANTOINE GARA — NEW YORK

Two of the world’s biggest private equity 
firms reported starkly diverging for-
tunes yesterday as KKR boosted its fun-
draising expectations while Carlyle 
axed jobs as part of a cost-cutting drive.

The contrasting results underscored 
how the two investment groups, which 
were roughly the same size a decade ago, 
have since shifted apart, with KKR 
boasting of a “noticeable uptick” in fun-
draising and Carlyle warning staff that 
“every single expense is on the table”.

KKR is building its investment opera-
tions in infrastructure and property and 
is preparing to launch flagship corpo-
rate buyout funds in the US and Asia. 

It is also doing more deals after a 
sharp rise in interest rates over the past 

18 months previously curbed activity 
across the industry.

Carlyle meanwhile said its fundrais-
ing efforts this year had underwhelmed 
and it expected a prolonged slump in 
broad financial markets. It is focused on 
reducing costs, according to Harvey 
Schwartz, chief executive. “Overall, we 
have not been pleased with fundraising 
in 2023,” he told analysts yesterday.

In third-quarter results, Carlyle said 
that it raised $6.3bn across its funds, an 

11 per cent decline from the second 
quarter. Carlyle also closed its most 
recent flagship buyout fund with 
$14.8bn in overall assets, 20 per cent 
less than a previous fund and far smaller 
than the $27bn that former chief execu-
tive Kewsong Lee had targeted before 
his sudden exit last year.

By contrast, KKR increased its fund-
raising in the quarter, raising more than 
$14bn, with “a noticeable uptick in our 
pipelines around fundraising, deploy-
ment and monetisations”, according to 
Robert Lewin, chief financial officer.

KKR said it would begin fundraising 
for new buyout funds in the US and Asia, 
which people familiar with the matter 
expect will be larger than predecessor 
funds. KKR completed fundraising for a 
$18.4bn US buyout fund in 2021 and a 

$14.7bn Asian buyout fund the prior 
year, according to filings. KKR declined 
to comment on its fundraising targets. 

KKR shares rose more than 5 per cent 
yesterday while Carlyle shares fell 1 per 
cent.

Since taking Carlyle’s reins in Febru-
ary, Schwartz has been trying to build a 
turnaround plan amid the challenging 
market backdrop of fast-rising interest 
rates. “There is a lot of work to do,” said 
Schwartz yesterday as he offered a pes-
simistic outlook for dealmaking activ-
ity. “[My] own opinion is that lower 
activity levels and reduced confidence 
will likely persist for a bit longer.”

Carlyle has cut expenses primarily by 
cutting investment jobs in areas where it 
has struggled with fundraising or sees 
unexciting growth prospects.

Arthur Edwards/Getty Images

In September Carlyle shut its US con-
sumer, media and retail private equity 
investment group and laid off some 
staff. It has cut further jobs across its US 
buyouts investment team, according to 
people familiar with the matter. Those 
lay-offs have affected staff in Europe 
and Asia. Carlyle declined to comment.

The company reported a $40mn drop 
in expenses on an annualised basis dur-
ing the quarter, about 85 per cent of 
which came from pay. 

John Redett, Carlyle’s chief financial 
officer, said: “Every single expense is on 
the table. There is no such thing as a 
sacred expense.”

Schwartz said the cuts would allow 
the firm to invest in areas where it sees 
future growth, such as buyouts in Japan 
and real estate, among other strategies.

KKR boosts outlook and Carlyle axes 
 jobs as buyout firms’ fortunes diverge 
3 Fundraisings total $14bn vs $6bn 3 Groups were same size a decade ago 3 Schwartz sees ‘work to do’

‘Every single expense is on 
the table. There is no such 
thing as a sacred expense’
John Redett, Carlyle CFO
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than a decade in a bid to weaken Hamas. 
Now, a month into a war prompted by a 
deadly assault by Hamas, Israel’s army is 
engaged in a fight for Gaza City, the 
northern base of the militants’ political 
and military power. 

Netanyahu declared war on Hamas 
on October 7, after the group’s cross-
border raid killed more than 1,400 peo-
ple within Israel, according to the gov-
ernment. Local officials say more than 
10,000 Palestinians have been killed by 
Israel’s subsequent aerial bombard-
ment of Gaza.

Netanyahu told ABC he would be in 
favour of tactical pauses, especially to 
help free some of the 242 hostages held 
by Hamas, but rejected the broader 
ceasefire demanded by Arab leaders, 
the UN and other international organi-
sations. “As far as tactical little pauses, 
an hour here, an hour there — we’ve had 
them before,” he said. “We’ll check the 
circumstances in order to enable goods, 
humanitarian goods to come in, or our 
hostages, individual hostages to leave.”

In a phone call on Monday, US Presi-
dent Joe Biden pressed Netanyahu to 

agree to “temporary local pauses”, said 
John Kirby, US National Security Coun-
cil spokesperson. 

The US administration does not sup-
port a full ceasefire, which it says would 
only give Hamas time to regroup.

Israel has restricted the entry of aid 
into Gaza, down from more than 400 
trucks a day before the war to a few 
dozen a day. International observers 
have warned that these curbs are deep-
ening a humanitarian crisis, after more 
than 1mn Gazans were told by Israel to 
abandon the northern part of the 
enclave and head south. Just over 500 
trucks have been allowed to cross into 
Israel from Egypt since the beginning of 
the war, with another 75 scheduled to 
have crossed on Monday, according to 
an Israeli military assessment. 

Diplomats have also been racing to 
ensure the Rafah crossing with Egypt 
remains open for foreign nationals try-
ing to flee, but disagreements between 
Israel, Egypt and Hamas on who will be 
allowed out have disrupted the process. 
Additional reporting by David Keohane
See Opinion

Middle East. Defence policy

Israel plans to maintain ‘indefinite’ grip on Gaza

MEHUL SRIVASTAVA — TEL AVIV

Israel will maintain an indefinite grip 
over Gaza to ensure its own security, 
Prime Minister Benjamin Netanyahu 
said, in his first explicit comments on 
the country’s plans for the Palestinian 
enclave after its war with Hamas.

The Gaza Strip should be governed by 
“those who don’t want to continue the 
way of Hamas”, Netanyahu told ABC 
News on Monday, without clarifying 
whether he was referring to the Pales-
tinian Authority, a rival to the militant 
group, or an international force.

“I think Israel, for an indefinite 
period, will have the overall security 
responsibility because we’ve seen what 
happens when we don’t have it,” he said.

Netanyahu’s comments are among 
the first on the role Israel intends to play 
in Gaza after a war he has warned could 
take months to defeat Hamas. They also 
reflect changing Israeli policy.

In October, defence minister Yoav 
Gallant said Israel would no longer have 
“responsibility for life in the Gaza Strip” 
once the war was over. He added that 
the conflict would create “a new secu-
rity reality” for Israeli citizens.

Yesterday, Gallant told the Knesset 
foreign affairs and defence committee: 
“Israel will retain absolute freedom of 
action to act in every situation in which 
there is any sort of threat from the Gaza 
Strip”.

At a meeting of G7 foreign ministers in 
Tokyo yesterday, UK foreign secretary 
James Cleverly said: “At some point in 
the future I think the world would want 
to see a Palestinian leadership as part of 
that route towards a sustainable, peace-
ful two-state solution.

“But at some point after the immedi-
ate conflict and before the creation of 
civilian leadership, it is inevitable that 
the military forces on the ground would 
have to take over security control.”

Arab diplomats last week dismissed 
US efforts, led by secretary of state 
Antony Blinken, to rally regional sup-
port for the PA as premature. The group 
was ousted from Gaza in 2007 after los-
ing elections to Hamas.

Israel has blockaded the strip for more 

Netanyahu pledges to extend 

security role in Palestinian 

enclave after war on Hamas

Under fire: 
Palestinian 
children flee 
an Israeli 
bombardment 
in Rafah, 
southern Gaza 
Mohammed Abed/AFP via 
Getty Images

‘Israel will 
retain 
freedom to 
act in every 
situation in 
which there 
is any sort 
of threat 
from Gaza’

INTERNATIONAL

SAM JONES — BERLIN 

The German government said it had 
clinched a “historic” cross-party deal to 
clamp down on illegal immigration and 
will explore setting up asylum process-
ing centres outside the EU, as it tries to 
staunch support for resurgent rightwing 
populism.

The decision, reached yesterday after 
17 hours of discussions between chan-
cellor Olaf Scholz’s coalition, the main-
stream conservative opposition and 
Germany’s 16 state governments, fol-
lows an announcement by Italy that it 

will soon open migrant centres in Alba-
nia. Britain is the only European coun-
try to have established extraterritorial 
asylum centres, with a facility in 
Rwanda, but the process has been 
fraught with legal delays. Denmark is 
also working to set up a centre in the 
central African country. 

Germany’s new asylum package, 
which breaks months of deadlock on the 
issue, significantly scales back social 
benefits for refugees, increases federal 
financial support for state governments 
and sets ambitious targets to speed up 
deportations. “This is a very historic 
moment,” said Scholz, adding that ille-
gal immigration to Germany was an 
“undeniably great challenge”. 

Hesse prime minister Boris Rhein, a 
member of the opposition Christian 

Democratic Union and representing the 
16 state governments, said the measures 
were a “step in the right direc-
tion . . . but it is also clear that further 
steps must follow”. 

Pressure has grown on the federal 

government — which Scholz, a Social 
Democrat, heads in coalition with the 
Greens and Liberals — to take radical 
action over immigration, as broad social 
concern over the topic has fired support 
for the rightwing populist Alternative 

for Germany party (AfD). One in five 
Germans now say they support the AfD, 
which has put a hardline anti-immigra-
tion policy at the centre of its platform. 
Parts of the party, which also advocates 
a Ukraine-Russia peace deal and a 
reformed relationship with the EU, are 
under surveillance by intelligence serv-
ices because of their extremist views. 

Scholz said the accord would bring 
about a “massive change in practice” in 
asylum processing, with a series of legal 
changes to speed up claim processing 
and restrict applicants’ appeals. 

The government will aim to reduce 
the time taken for an initial decision on 
applications to three months and limit 
the subsequent legal appeals process to 
no more than three months. 

Asylum seekers will also now have to 

wait three years until they are entitled 
to full state benefits in Germany, up 
from 18 months currently. Benefits will 
also be paid out on a special state-issued 
card, giving greater control over how 
asylum seekers use the money. 

The government will also legislate 
straight away to designate Georgia and 
Moldova as “safe countries of origin”, 
significantly raising the bar for asylum 
claims from their nationals. 

Temporary border controls that have 
been enforced with fellow Schengen-
member states Switzerland, Austria, the 
Czech Republic and Poland will be 
extended. The government gave no 
timetable for its third country process-
ing proposals. The measure has gar-
nered support from across the political 
spectrum in recent weeks.

RAPHAEL MINDER AND BARBARA ERLING  
WARSAW

President Andrzej Duda has offered 
Poland’s prime minister the opportu-
nity to form the next government with 
his rightwing Law and Justice (PiS) 
party even after an opposition coalition 
led by Donald Tusk won a parliamen-
tary majority last month. 

Duda’s decision on Monday to nominate 
Mateusz Morawiecki to form another 
administration, although PiS has no 
clear path to securing a majority, is set to 
delay the expected comeback of Tusk, a 
former prime minister. 

Since the October 15 election, which 
drew a record turnout of 74 per cent, 
Tusk had urged Duda to allow him to 
return to office swiftly, particularly to 
restore the independence of judges and 
unlock billions of euros of EU funding 
withheld by the European Commission 
in a feud with PiS over judicial reforms. 
Tusk’s return is seen as pivotal to put 
Warsaw back on a pro-European path.

The ex-premier is at the helm of a 
three-way coalition that won a com-
bined 248 of the 460 seats in the Sejm, 
the lower house of parliament. How-
ever, Duda, a PiS appointee himself, 
resisted the pressure from Tusk and 
insisted on Monday that it was normal 
to prioritise the largest party in the next 
parliament, which remains PiS. 

“I decided to continue the good parlia-
mentary tradition, according to which 
the winning party is the first to be given 
the opportunity to form a government,” 
Duda said in a televised address. 

PiS won 194 seats, which means it 
would need to convince some of Tusk’s 
coalition legislators to switch sides in 
order to reach a majority. Still, Moraw-
iecki said in an interview with web por-
tal Interia last week that he had “not 
packed” to leave office. 

He added he would consider becom-
ing a minister in a government led by 
Władysław Kosiniak-Kamysz, leader of 
the PSL agrarian party that is part of 
Tusk’s coalition. However, Kosiniak-
Kamysz responded that PSL was com-
mitted to removing PiS after eight years 
in office rather than facilitating a third 
mandate for them.

Tusk said before Duda’s address on 
Monday that “the president knows that 
we can still play for time, but it is a waste 
of time and a waste for Poland”. 

He added: “If we waste too much 
time, some of the EU funds may be lost 
due to their fault,” referring to Duda and 
PiS. Tusk visited Brussels last month to 
lobby EU officials for the early release of 
funds, saying “all methods, including 
non-standard ones, must be used to save 
the money that Poland deserves”.

The stand-off also illustrates how 
Tusk could struggle to cohabit with 
Duda and other PiS appointees whose 
terms cannot be terminated early. 

Duda has set the reconvening of
parliament for November 13. After
his official nomination, Morawiecki has 
14 days to form a new government. 
Should a majority of legislators reject 
his proposal, as expected, Tusk will be 
given his turn, most likely in early 
December. 

Any further delay could risk a fresh 
election, because Duda can call a new 
vote if no government manages to pass a 
budget by the end of January. 

Germany

Scholz hails ‘historic’ deal to curb migrants 
Berlin to reduce benefits 
and consider processing 
centres outside the EU

Broad social concern over 
immigration has fired 
support for the rightwing 
Alternative for Germany

Law and Justice party 

Poland’s PM 
given first 
chance to 
form coalition 
and stall Tusk

PEGGY HOLLINGER AND MICHAEL PEEL 
LONDON

France, Germany and Italy struck a 
deal on Monday to pump €340mn a 
year more into the troubled Ariane 6 
heavy-lift rocket programme, in an 
attempt to ensure the future of 
Europe’s sovereign access to space.

As part of the long-awaited tripartite 
agreement, Europe’s approach to com-
missioning launch services will open up 
to competition, in a fundamental shift 
that will put pressure on Airbus and 
Safran, joint owners of ArianeGroup.

Italy has also opted to withdraw its 
Vega-C medium-lift rocket from Ari-
aneGroup’s marketing arm, Ariane-
space. Vega-C will eventually be oper-
ated by Italian group Avio.

The agreement underscores Europe’s 
anxiety to close the gap with Elon 
Musk’s US-based SpaceX, which is 
dominating the race to exploit the rap-
idly developing commercial space econ-
omy with its low-cost launch services 
and the Starlink broadband satellite 
constellation. 

The reliance on US launch capacity 
was underscored by the European Space 

Agency’s release yesterday of stunning 
images of galaxies and nebulae from the 
Euclid space telescope. Euclid was 
launched in July on a SpaceX Falcon 9 
rocket from Cape Canaveral in Florida.

Bruno Le Maire, finance minister of 
France, said the three-way deal “opened 
a new era for European launches. It will 
allow Europe to continue to play a role 
as a great space power.”

The three countries have agreed to 
provide €340mn a year in extra funding 
to cover the costs of flights 16 to 42 of 
Ariane 6, which are expected to launch 
between 2027 and 2029-30. 

The maiden flight is set for next year 
but is running some four years behind 
schedule. The delays have left Europe 
with no sovereign launch capability. 

In a decision that has been widely crit-
icised since the programme was 
launched in 2014, Ariane 6 was not 
designed to be reusable, in order to pre-
serve jobs. 

Ariane 5 made its last flight in July, 
while the new Vega-C medium-lift 
rocket was grounded after a flight fail-
ure late last year. 

Europe stopped using Russia’s Soyuz 
rocket after the invasion of Ukraine.

Europe has had to book flights on 
SpaceX vehicles for next year’s planned 
launch of satellites into its Galileo navi-
gation system.

The decision to give extra funding 
to Ariane 6 was hard won. Le Maire said 
it had come only after months of 
negotiation. 

France and Germany in particular 
have been at odds over funding for Ari-
ane 6, which is expected to be more 
expensive than SpaceX’s Falcon 9.

France funds 55 per cent of the Ariane 
6 programme and will continue to 
assume that proportion of the extra 
funding, Le Maire went on to underline.

Josef Aschbacher, director-general of 
the ESA, hailed the progress on Ariane 6 
as an important step towards solving the 
“crisis” in European access to space. 

Europe was on the brink of a “historic 
moment” in space transportation as it 
moved to a more competitive model for 
the development of launchers, he 
added.

He said he hoped to be able to 
announce a date for Ariane 6’s inaugural 
flight after a test later this month. 

“We need to get Ariane 6 on to the 
launch pad as soon as possible.”

Space programme

France, Germany and Italy boost funding for Ariane 6 rocket 

Majestic image: 
a panoramic 
view released 
yesterday of the 
Horsehead 
Nebula, taken 
by ESA’s Euclid 
space telescope 
ESA via AP
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closest aides saying the president 
“deludes himself . . . We’re out of 
options. We’re not winning. But try tell-
ing him that.”

The reaction to the article in Zelen-
skyy’s entourage was confused. Andriy 
Yermak, head of the presidential office, 
described it on Telegram as a “very 
important text” before deleting the 
post. Others said it reached the wrong 
conclusions or questioned the veracity 
of its sources. 

Rumours of tensions between Zelen-
skyy and his top military commander 
have surfaced before, for example over 
Ukraine’s staunch defence of Bakhmut, 
an eastern city with little strategic value, 
but have proved hard to substantiate. 

“There is a definite political crisis 
happening in the presidential adminis-
tration,” said Goncharenko. “I don’t 
really understand their reaction as Zal-
uzhnyi wrote about things that are obvi-
ous. I think that the reaction reflects the 
fact that they don’t just see Zaluzhnyi as 
a general but as political competition.”

Past opinion polls have shown Zaluz -
hnyi to be the best placed figure who 
could challenge the president and that 
Ukrainians want to see former soldiers 
take on a bigger role in political life.
Yet there is no evidence he entertains 
such ambitions and Zelenskyy on Mon-
day ruled out holding elections during 
the war.

An official in the office of the presi-
dent denied there was disunity between 
the political leadership and top brass, 
describing any such suggestion as disin-
formation and “one of the favourite Rus-
sian narratives . . . it comes up at any 
suitable occasion”.

Signs of strain: 
Volodymyr 
Zelenskyy, 
centre, took a 
dim view of the 
opinion of 
Valeriy 
Zaluzhnyi, 
centre left, 
and fired Viktor 
Khorenko, 
below — Ukrainian 
Presidential Press Service/
AFP/Getty Images

‘I think the 
reaction 
reflects the 
fact that 
they don’t 
just see 
Zaluzhnyi as 
a general but 
as political 
competition’

MARTON DUNAI  — BUCHAREST

A few days into the Israel-Hamas war, a 
social media post went viral in Roma-
nia claiming the government in Bucha-
rest had funded the evacuation of 
3,000 Ukrainians from Israel, while 
doing nothing for Romanians trapped 
in the conflict. None of it was true.

The post was written by George Simion, 
chair of the far-right Alliance for the 
Union of Romanians, which has 
emerged as the country’s main opposi-
tion force. Its rise has sparked concern 
in European capitals about the risk that 
Romania could become another EU and 
Nato country reluctant to support Kyiv 
in its war against Russian aggression. 

AUR, which translates as “gold” in 
Romanian, has capitalised on simmer-
ing anti-Ukrainian sentiment, promot-
ing disinformation and lies to double its 
support among voters since the 2019 
elections to about 20 per cent — just 
behind the ruling Social Democrats. 

Simion is ranking third in voters’ pref-

erences for the presidential elections, at 
about 18 per cent, behind Nato deputy 
secretary-general Mircea Geoană and 
Prime Minister Marcel Ciolacu. 

“For a state that stands with Romani-
ans: AUR,” Simion wrote on Facebook, 
showing his party is already in cam-
paign mode ahead of parliamentary, 
presidential and European elections 
next year. He has since also confronted 
Ciolacu about the government’s alleged 
failure to extract Romanians from the 
Middle East. 

Romanian authorities have disputed 
Simion’s claims, adding only a few hun-
dred Ukrainians were extracted and 
they, not Bucharest, paid for transport.

Simion’s performance is part of a 
growing trend of disruptive far-right 
parties stoking fear and xenophobia in 
Europe, and questioning their coun-
tries’ continued support for Kyiv. 

Once a fringe irredentist party that 
vilified the ethnic Hungarian minority 
and peddled anti-vaccine theories dur-
ing the Covid-19 pandemic, AUR has 

shifted gears and focused on Ukraine, 
declaring that the war is “not ours” and 
urging the government to stop aiding 
Kyiv and rethink its relationships with 
Washington and Brussels. 

Like Poland’s Confederation party, 
which has lambasted the government in 
Warsaw for allowing cheap Ukrainian 
grain imports, AUR is opposing the tran-
sit through Romania of agricultural 
products from Ukraine. The party is 
also against Bucharest continuing arms 
supplies to Kyiv and hosting Ukrainian 
pilots who train on F-16 fighter jets.

The failings of Romania’s ruling grand 
coalition, which consists of the largest 
mainstream parties — the centre-left 
Social Democrats and the centre-right 
National Liberal party — have fostered a 
political climate of discontent in which 
AUR has thrived. 

“The grand coalition, as earlier in Ger-
many or Austria, has led to growing 
extremism,” said Costin Ciobanu, a 
researcher at the University of London. 
“The coalition has appeared as a politi-

AUR’s rise mirrors the ascent of the 
Alternative for Germany party, which 
recently broke out of its eastern German 
stronghold and performed well in 
regional elections. The Romanian far 
right likens itself to ruling parties in 
Hungary and Italy and large opposition 
parties in Spain and France.

Like his fellow European far-right 
leaders, Simion, 37, claims his country is 
being “exploited” by the west and any 
dissenting voices are “automatically 
cast as Putinists”. 

Claudiu Târziu, a leading AUR mem-
ber, insists his party is not pro-Russia. 
“Romanians have suffered both from 
Ukrainians and from Russians and we 
don’t actually like either of them much,” 
he told the Financial Times. 

Simion has recently been banned 
from entering Ukraine and Moldova, 
but Târziu denied a Ukrainian newspa-
per report citing intelligence sources 
and alleging Simion had ties to Moscow. 
Simion, said Târziu, was persona non 
grata in Chisinau and Kyiv because of 

his irredentism on uniting all Romanian 
speakers into a “Greater Romania”. 

When Ukrainian president Volody-
myr Zelenskyy visited Bucharest last 
month, Simion claimed he lacked “cour-
age” because he cancelled a speech he 
was due to hold in parliament. 

Zelenskyy said he had not prepared a 
speech and promised to address the 
Romanian parliament on a future visit.

As it aligns its views with Hungarian 
leader Viktor Orbán — the closest to an 
ally Putin has in the EU and Nato — AUR 
has also dropped some of its anti-Hun-
garian talking points. Instead, its politi-
cians praise the Hungarian premier as a 
role model on anti-LGBTQ issues and 
standing up to Brussels “diktats”. 

But Romania’s ethnic Hungarian 
UMDR party has called for other parties 
to refuse to go into government with the 
AUR, much as centrist parties in France 
have refused alliances with the far-right 
Rassemblement National. 
Additional reporting by Roman Olearchyk 
in Kyiv

Poll campaigns

Rise of Romanian far-right party with anti-Ukraine stance worries European capitals
cal cartel . . . while the global illiberal 
wave has arrived in Romania.”

A first indicator of voters’ support for 
AUR will come in EU elections in June. If 
the far-right party were to come out on 
top, it would “upend calculations for the 
other elections as well”, Ciobanu said, 
with mainstream parties likely to co-or-
dinate more closely in ensuing parlia-
mentary and presidential votes. 

Persona non grata: George Simion is 
banned from Ukraine and Moldova

ISOBEL KOSHIW AND ROMAN OLEARCHYK 
KYIV
BEN HALL — LONDON

Volodymyr Zelenskyy’s video address 
on Monday night was blunt. “We need to 
pull ourselves together. We cannot relax 
or allow ourselves to be di v i ded by
disputes or different priorities.”

It was a message to the Ukrainian peo-
ple feeling the heavy strains of 19 
months of Russia’s war. It was also a 
message to his advisers and military 
offi cers whose morale has been ham-
mered by limited progress on the battle-
field and deep concern over faltering 
western support for Ukraine. 

Kyiv’s ironclad communications dis-
cipline has wavered in recent days as 
differences over messaging and poten-
tially strategy have spilled into the open.

Over the weekend, Zelenskyy repudi-
ated the assessment of his own top mili-
tary commander that the war with Rus-
sia was at a “stalemate”.

In an interview alongside an opinion 
piece and a longer essay in The Econo-
mist last week, Valeriy Zaluzhnyi, chief 
of the general staff, used the word 
“stalemate” to describe the state of the 
war. The general’s point was that fight-
ing had become “positional” and that 
big technological breakthroughs would 
be needed to change the dynamic and 
give Ukraine back the advantage. 

It was a lengthy exposition of his mili-
tary thinking and an attempt to argue 
for more sophisticated weaponry. But 
Zelenskyy and his aides believe that by 
using the word “stalemate”, Zaluzhnyi 
sent the wrong signal to western allies; 
that there was no point in sending more 
weapons to Ukraine as it cannot win the 
war.

Ihor Zhovkva, one of Zelenskyy’s sen-
ior advisers, appeared on Ukraine’s 
national news broadcaster on Friday to 
denounce the general’s public interven-
tion. Zhovkva said there were private 
forums where Zaluzhnyi could voice his 
opinions. The op-ed had “made [Rus-
sia’s] work easier”, he added.

As well as the public rebuke meted 
out by his office, Zelenskyy asserted his 
authority over his military chief by fir-
ing Viktor Khorenko, head of the special 
forces. 

Khorenko told journalists he found 
out about his sacking through the media 
and claimed that Zaluzhnyi had not 
been aware of the decision. 

The dismissal was a “signal to 
Ukraine’s military and first of all to Zal-
uzhnyi, to show who has the power”, 
said Oleksiy Goncharenko, an opposi-
tion MP.

Following a long-awaited summer 
counteroffensive that has fallen short of 
its objective to free territories under 
Russian occupation, Zelenskyy also told 
NBC news on Sunday the Ukrainian mil-
itary would be producing “different 
plans, with different operations in order 
to move forward”.

Ukrainian forces are continuing to 
press Russia along the frontline but 
fortified Russian defen ces and deep 
minefields have resulted in an 
advance of just 17km in five 
months.

A gloomy account of Ukraine’s 
prospects, and a less than flatter-
ing picture of a stubborn Zelen-
skyy, also appeared in a report in 
Time magazine last month by 
Simon Shuster, who has written 
a forthcoming biography of the 
president and had close access 
to him and his circle. 

Shuster recalls one of Zelenskyy’s 

INTERNATIONAL

JAMIE SMYTH — HOUSTON

US reliance on Russia’s nuclear fuel 
poses a critical threat to national secu-
rity and climate goals, said a senior 
White House official, who urged Con-
gress to provide funds to rebuild a 
domestic supply chain and restrict 
imports from the country.

It was “gravely concerning” that about 
20 per cent of fuel used by the US 
nuclear reactor fleet was supplied 
through enrichment contracts with 
Russian suppliers, said Kathryn Huff, 
assistant secretary for nuclear energy.

Russia controls almost 50 per cent of 
global enrichment capacity and had 
undermined the US nuclear supply 
chain over many years by dumping 
cheap enriched uranium products on 
world markets, she said.

“It is really critical that we get off of 
our dependence, especially from Rus-
sia,” Huff said. “Without action, Russia 
will continue to hold on to this mar-
ket . . . this is really important for 
national security, for climate, for our 
energy independence.”

The US and its allies imposed sanc-
tions on Russia’s oil and gas industries 
after its full-scale invasion of Ukraine 
last year. But Washington has refrained 
from preventing Rosatom, the Russian 
nuclear group, from selling nuclear fuel 
and enrichment services to US and 
western power plant operators, as there 
are few alternative supply sources.

There are only a handful of western 
suppliers of enrichment for nuclear 
fuel, including Orano of France and Ure-
nco, a UK, German and Dutch consor-
tium. Tenex, a subsidiary of Rosatom, is 
the only company providing commer-
cial sales of a new type of fuel that is 
enriched to between 5 and 20 per cent 
and could power a new generation of 
smaller, more efficient reactors.

Huff said the Biden administration 
had asked Congress for an extra $2.16bn 
to support a strategy to encourage US-
based companies to boost enrichment 
and conversion capacity. The plan 
would make the energy department a 
long-term buyer of last resort for com-
panies to assure adequate fuel supply 
for the expanding future nuclear reactor 
fleet, she said.

However, the success of this public 
investment would depend on imposing 
long-term restrictions on Russian 
nuclear products and services, she said.

“We have seen in the past that the 
dumping of cheap Russian enriched 
uranium products has historically really 
damaged our fuel cycle and has brought 
us to where we are today,” said Huff, 
adding there was bipartisan support for 
nuclear energy in Congress.

A bill banning uranium imports from 
Russia passed a subcommittee in the 
House of Representatives in May. A sim-
ilar bill is before the Senate. 

Huff said five to 10 contracts to build 
new reactors needed to be signed within 
the next two to three years if the US were 
to meet its 2050 climate goals.

Concerns about the west’s reliance on 
Russian nuclear products have helped 
push up the price of uranium and 
related products.

“There is alignment in our industry to 
step away from Russia, but you need 
something to step to,” said Maria 
Korsnick, chief executive of the Nuclear 
Energy Institute, an industry group in 
Washington.

“We really need to increase capacity 
in that part of the supply chain.”

National security

White House 
warns of 
reliance 
on Russian 
nuclear fuel 

Zelenskyy in unity call after rejecting 
military chief ’s ‘stalemate’ assessment
Differences on strategy and messaging fuelled by worries about progress of military campaign and morale

The European Commission is set to 
recommend that member states open 
EU membership talks with Ukraine, 
a move seen as critical to Kyiv’s 
accession gaining support from the 
bloc’s 27 members, though it has 
placed caveats on when the talks 
should formally begin.

Ukraine has made EU membership, 
alongside joining Nato, its key 
geopolitical goal following Russia’s 
full-scale invasion of the country last 
February, and is carrying out a reform 
programme to align with Brussels’ 
standards even as it fights against 
Moscow’s aggression.

Brussels granted Ukraine candidate 
status last year and EU member-state 
leaders will vote on whether to agree 
to begin membership negotiations at a 
summit in December, based on the 
commission’s assessment of Kyiv’s 
progress on seven key reforms.

“The commission considers that 
Ukraine has sufficiently fulfilled the 
criteria . . . provided it continues its 
reform efforts and addresses the 
remaining requirements under the 
seven steps,” the report will state, 
according to an unpublished draft.

“On this basis, the commission 
recommends that the council opens 
accession negotiations with 

Ukraine,” adding that it advises 
leaders only agree a start date for 
formal talks once Ukraine adopts 
outstanding laws related to political 

asset declarations and lobbying, 
anti-oligarch measures and 

guarantees for national minorities.

A commission spokesman said the 
report would be released today after a 
meeting of the college of European 
commissioners.

Russia’s war against Ukraine 
kick-started EU enlargement 
discussions, as Brussels pivoted to a 
policy of seeing expansion as a 
geopolitical necessity in the face of 
Russian regional aggression.

Six western Balkan states are also 
aspirant members, although they are 
at different stages of preparation. 
Moldova and Georgia have used the 
Ukrainian conflict to advance their 
cases for membership. Turkey started 
accession talks in 2005 but talks have 
been on hold since 2016.

The 150-page report is likely to 
receive a mixed response from officials 
in Kyiv, some of whom have recently 
griped at what they see as unfair 
expectations from Brussels and a lack 
of recognition at the work done in 
such a short amount of time.

Olha Stefanishyna, Ukraine’s deputy 
prime minister in charge of EU and 
Nato integration, warned Ukrainians 
they may not like what Brussels has to 
say but said “reforms must continue” 
and that the report “will provide 
understanding for further tasks”.

She said Brussels needed to be 
aware of how its conclusions may 
damage Ukraine’s “morale”, and 
how EU leaders who might be less 
supportive of Kyiv’s membership bid 
could seize on any caveats from the 
commission to possibly oppose it. 
Henry Foy in Brussels

EU accession
Brussels
to endorse 
the start of 
membership 
negotiations
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words, circular speeches and digressive 
statements that irked the judge and 
soon led to a stern warning for Christo-
pher Kise, Trump’s lawyer.

“Mr Kise, can you control your client? 
This is not a political rally,” the judge 
said, his voice rising. Then, a few 
moments later: “I beseech you to con-
trol him, if you can. If you can’t, I will.”

Seated an arm’s length away, Trump 
wore the grin of a class clown who had 
succeeded at unnerving the teacher.

For Kevin Wallace, a lawyer for the 
attorney-general, examining Trump 
was like trying to corral a thunder-
storm. Many of Wallace’s questions 
sought yes or no answers as to whether 
the value of a particular property in 
Trump’s annual “statement of financial 
condition” was “true and accurate”.

Trump dispensed with small-minded 
accountancy rules and replied instead 
with the chutzpah of a New York prop-
erty developer. “It’s the best location in 
New York,” he said of the retail space at 
Trump Tower, which he had pegged at 
$348mn in 2014. “I wouldn’t sell it for 
that number.”

On another occasion, Trump said he 

was capable of valuing a property just by 
looking at it. That may have been the 
approach the Trump Organization took 
in Scotland, where it boosted the value 
of its Aberdeen golf course by $245mn 
in a single year, according to a spread-
sheet presented by the attorney-gen-
eral, apparently based on development 
plans that were never fulfilled. 

“It’s sort of like a painting,” Trump 
explained. “You can do pretty much 
what you want to do. The land is there.”

Banks worry foremost about cash, 
said Trump, rejecting Wallace’s sugges-
tion that he had inflated his personal 
wealth to avoid breaching loan cove-
nants. “I’ve had a lot of cash for a long 
time. That’s all they care about.”

There was unexpected tenderness for 
his fallen lieutenant, Allen Weisselberg, 
the former chief financial officer of the 
Trump Organization who served three 
months in jail this year after pleading 
guilty to tax evasion.  “People went after 
him viciously and violently just because 
he worked for me,” Trump said. “I feel 
very badly for him.” 

Trump did make one concession. He 
allowed that somebody mistakenly 

overvalued his penthouse apartment — 
to the tune of more than $200mn, 
according to Engoron — presumably by 
tripling its square footage because it was 
a triplex. “I can see how it was probably 
done,” he said.

The lunch break appeared to soothe 
Trump. Afterwards he looked bored, 
more than anything. Arms folded across 
his chest, he repeatedly told Wallace 
that if the net worth recorded in his vari-
ous financial statements was inaccu-
rate, it was not materially so. In any 
case, he said, his true net worth was cer-
tainly far larger because the financial 
statements did not include the value of 
the famed Trump brand. 

The exchanges felt less confronta-
tional. The snarl eased. And then the 
fury revived. “You should be ashamed 
of yourself,” he fumed at Wallace, call-
ing the case “a disgrace”. 

“Everyone’s trying to figure out why 
you’re doing this,” Trump said, noting 
that his lenders had been repaid in full 
and on time — possibly ahead of time. 
“Nobody understands it. I understand 
it. It’s called politics.”
Martin Wolf see Opinion

New York. Civil fraud case 

Trump turns testimony into political spectacle

JOSHUA CHAFFIN — NEW YORK

There was a moment, two hours into 
Donald Trump’s turn on the witness 
stand in Manhattan state court on Mon-
day, when the larger-than-life real 
estate tycoon and former US president 
appeared oddly wounded.

“He called me a fraud and he didn’t 
know anything about me,” Trump said, 
wagging his finger in the direction of 
Arthur Engoron, the judge. “It’s a terri-
ble thing you’ve done. You know noth-
ing about me!”

That came after another raw moment 
in which an emotional Trump fumed at 
a government lawyer: “People don’t 
know how good a company I built 
because people like you go around 
demeaning me!”

Trump was testifying in a civil fraud 
case brought by the New York attorney-
general in which he is accused of inflat-
ing reports of his net worth to secure 
loans on favourable terms and reap 
other economic benefits.

Engoron has already concluded that 
was the case, in an order handed down 
on the eve of the trial. The proceedings 
are meant to determine the penalties 
Trump and his adult sons will face.

But for Trump, the trial is also a cam-
paign stop in his quest to return to the 
White House and an occasion to defend 
a reputation for unassailable business 
success that lies at the core of his iden-
tity and is vital to his political career.

That might account for Trump’s 
seeming sensitivity. It might also 
explain why he decided to testify in the 
first place because legal experts had 
warned that doing so might prove peril-
ous for the upcoming criminal trials in 
which the stakes include prison time.

“His behaviour is not doing him any 
favours legally,” Carl Tobias, a law pro-
fessor at the University of Richmond, 
said in an email. “It almost seems as if 
Trump is attempting to help himself 
politically — at least with his base — by 
not co-operating with the judge or the 
New York attorney-general’s counsel 
and even accusing the judge and the AG 
of treating him unfairly.”

Trump lumbered to the witness stand 
just after 10am as the room brimmed 
with anticipation as to how he would 
confront his antagonists. As it hap-
pened, the former president did not lead 
with anger so much as a barrage of 

Former president gives brash 

and emotional performance 

despite risk to other actions

Courtroom 
drama: former 
president 
Donald Trump 
leaves after 
testifying on 
Monday — Michael M 
Santiago/Getty Images

‘Mr Kise, 
can you 
control 
your client? 
This is not
a political 
rally . . . I 
beseech you 
to control 
him, if you 
can. If you 
can’t, I will’

JOSEPH COTTERILL  — JOHANNESBURG

South Africa has remanded two 
defendants in custody over the 2020 
theft of more than half a million US dol-
lars stuffed into a sofa on President 
Cyril Ramaphosa’s game farm, a scan-
dal that almost led to his resignation.

Imanuwela David and Froliana Joseph 
appeared in court yesterday on charges 
of theft and housebreaking with intent 
to steal from the president’s Phala Phala 
ranch. Further proceedings were post-
poned until later in the week.

They are the first arrests over the 
$580,000 theft, which blew up as a scan-
dal last year when a spy chief allied with 
Jacob Zuma, the former president, 
accused Ramaphosa of a cover-up. 

South Africa’s national prosecuting 
authority yesterday accused David and 
Joseph of plotting to rob Phala Phala and 
said they initially broke into the wrong 
property. “The following night they 

located the Phala Phala farm where they 
broke [in], entered and stole $580,000,” 
the prosecuting authority alleged.

The scandal broke last year as Ram-
aphosa sought re-election as leader of 
the governing African National Con-
gress. Colourful details of the affair tar-
nished his image as a reformist and were 
used by his detractors to portray him as 
an aloof tycoon.

Ramaphosa, who said the funds were 
payment by a Sudanese businessman 
for a herd of cattle, has maintained he 
did nothing wrong in accepting the 
money. But he came close to resigning 
last December after a report to South 
Africa’s parliament said he had ques-
tions to answer.

He recovered when the ANC blocked 
an investigation by parliament and re-
elected him to a second term as its 
leader. In June, a state ombudsman 
cleared him of any wrongdoing in con-
nection with the affair.

South Africa

Two charged over sofa cash 
theft from Ramaphosa ranch

INTERNATIONAL

ALEC RUSSELL AND MERCEDES RUEHL 
NUSANTARA

Indonesia’s president Joko Widodo has 
called on the west to release a promised 
$20bn to finance his country’s green 
energy transition and do more to sup-
port its critical resources, which under-
pin emerging technologies such as elec-
tric vehicles and batteries.

Widodo said there was “tremendous” 
concern in Indonesia over the delay of 
the funds, which a group of advanced 

economies, led by the US, promised a 
year ago to help accelerate the closure of 
its coal-powered plants.

“Don’t question Indonesia’s commit-
ment towards [the] energy transition. 
What I’m questioning is the commit-
ment of the developed states,” he said, 
adding that he had raised the issue at the 
G7 summit in Japan in May and the G20 
summit in India in September.

“Indonesia has walked the talk. We 
have even gone so far as developing the 
electric vehicle industry to support 
green energy,” he said, adding he was 
confident financing would materialise.

His rare public intervention came at a 
time of intense geopolitical interest in 
the region. During his nine years in 

office, he has sought to steer Indonesia 
on a path between Washington and Bei-
jing, with Chinese companies dominat-
ing the country’s nickel supply chain.

The president, also known as Jokowi, 
spoke ahead of a bilateral meeting with 
US president Joe Biden at the Asia-
Pacific Economic Cooperation summit 
this weekend, when he will push for an 
exemption to allow Indonesia’s nickel 
industry to benefit from subsidies in the 
Inflation Reduction Act.

Indonesia is the world’s largest pro-
ducer of nickel and has protested 
against its exclusion from Washington’s 
landmark green energy funding pack-
age. US lawmakers have said such a deal 
would in effect subsidise the Chinese 

companies that control Indonesia’s 
nickel industry via joint ventures.

“If we can reach this agreement [on an 
exemption], it will be a major step for 
Indonesia and the US and it will be a 
breakthrough for the global electric 
vehicle industry,” Widodo said in the 
new planned capital, Nusantara.

He also rejected the idea that Indone-
sia segregate its nickel supply chain 
between China and the US. “We would 
like to keep our options open for all 
countries,” he added.

The Just Energy Transition Partner-
ship, under which Indonesia was prom-
ised $20bn to ease its transition from 
coal, is seen as a key test of how devel-
oped nations and financial institutions 

will work with developing economies. 
Multilateral organisations involved in 
the talks said a key reason for the delay 
was the difficulty faced by the US and its 
allies in getting approval to free funds.

Even as Indonesia calls for more fund-
ing to help it pivot from coal, private 
coal power has been expanding, often 
for nickel processing, a sticking point 
with the west. There was no mention of 
plans to cut the so-called captive coal 
plants, many of which power nickel 
smelters, in Indonesia’s recent draft 
investment plan for the climate deal.

The US private sector, which will pro-
vide some of the funds under the JETP, 
has also raised concerns about policy 
uncertainty in Indonesia.

JAMES POLITI — WASHINGTON

Democratic strategists are clashing 
over US President Joe Biden’s dropping 
poll numbers and his ability to win re-
election in a potential rematch against 
Donald Trump next year despite the 
mounting legal troubles facing the 
former president. 

The fretting about Biden comes as vot-
ers headed to the polls yesterday in a 
series of local and statewide elections in 
Virginia, Kentucky, Ohio and Pennsyl-
vania that will be important bellwethers 
heading into 2024, and may send a sig-
nal about the president’s popularity. 

Republican victories in crucial races 
would be likely to intensify concerns 
about Biden’s 2024 chances, while 
strong Democratic performances could 
ease them. 

Over the weekend, David Axelrod, a 
political strategist for former president 
Barack Obama, sounded alarm bells 
over Biden’s electability and suggested 
that he should consider dropping his 
campaign for a second term. 

“The stakes of miscalculation here are 
too dramatic to ignore. Only Joe Biden 
can make this decision,” Axelrod posted 
on X, formerly Twitter. 

His comments were prompted by a 
New York Times/Siena poll of key bat-
tleground states that showed Trump 
beating Biden in five of six of them in a 
potential match-up. 

But many Democrats are resisting 
such pessimism. “Polls are famously 
bad this early,” said Jim Messina, also a 
senior campaign strategist for Obama. 

“It’s going to be a choice between two 
candidates a year from now and they 
need to win with voters turning out in 
November 2024. Not to people who 
reply to polls in November 2023.” 

Several Democrats said Axelrod’s sug-
gestion that Biden might bow out were 
unrealistic, and the Chicago political 
operative had been wrong before about 
Biden, dismissing his chances of win-
ning four years ago.

“Man who called Biden ‘Mr Magoo’ in 
Aug 2019 is still at it,” Ron Klain, Biden’s 
former White House chief of staff, shot 
back at Axelrod on X, referring to the 
elderly, stubborn cartoon character 
with vision problems. 

Even so, recent polls have exposed 
troubling weaknesses for Biden. Voters 
remain concerned about his age — he 
will turn 81 on November 20 — and rate 
him below Trump on a variety of issues, 
including his handling of the economy. 

Meanwhile, there have been signs that 
Biden is losing support among impor-
tant parts of the party’s base, particu-
larly among black and Hispanic voters.

“Yellow lights are flashing. Most trou-
bling thing: it’s not a one-off, it’s part of a 
trend,” warned Anthony Coley, a former 
senior justice department official under 
Biden on X, urging his party to “not 
automatically dismiss the poll and fall-
out as typical Democratic bedwetting”. 

Biden’s weak polling numbers have 
coincided with a rift in the Democratic 
party over his handling of the Middle 
East crisis, with progressives accusing 
him of backing Israel too stridently in its 
war against Hamas and not doing 
enough to limit civilian casualties.

Mary Anne Marsh, a Democratic 
strategist in Massachusetts, said Biden 
retained a lead on abortion, which 
would drive voters to the polls. Demo-
crats hope the contrast with Trump will 
become even more vivid next year. 

Energy transition

Indonesia pushes west on $20bn green aid
Widodo calls for promised 
funds to close coal plants 
as doubts grow on policy

Election test

Democratic 
strategists 
alarmed at 
Biden’s weak 
poll numbers

NIC FILDES  — SYDNEY

Australia’s central bank has raised 
interest rates for the first time since 
June in response to persistent inflation.

The Reserve Bank of Australia 
increased interest rates by a quarter of a 
percentage point to 4.35 per cent and 
raised its inflation expectations for 
2024. It said that while inflation had 
peaked this year, it was still “too high” 
and was returning to a target of 2 to 3 per 
cent — which it is now expected to reach 
in 2025 — more slowly than anticipated.

The action by the Australian central 
bank, which raised interest rates 12 
times between April last year and June 
to an 11-year high, runs contrary to deci-
sions by global peers including the Bank 
of England, the Federal Reserve and the 
European Central Bank, which all opted 
to hold rates in the past month.

The increase was the first under 
Michele Bullock, who replaced Philip 

Lowe as governor of the RBA in Septem-
ber. The tightening was expected after 
data showed inflation and consumer 
spending had risen over the past month.

Bullock said growth in the Australian 
economy was below its historical trend 
but had been stronger in the first half of 
the year, with house prices rising and 
the labour market still tight. “If high 
inflation were to become entrenched in 
people’s expectations, it would be much 
more costly to reduce later, involving 
even higher interest rates and a larger 
rise in unemployment,” she said.

Analysts had put an 80 per cent 
chance on an increase this time but were 
split over whether the RBA would raise 
rates again in December ahead of Febru-
ary’s inflation data. 

Paul Bloxham, chief economist for 
Australia and New Zealand at HSBC, 
said: “We see the RBA as now in ‘calibra-
tion mode’ . . . we expect that a fol-
low-up hike in December is unlikely.”

Central bank

Australia raises interest rates 
in face of stubborn inflation
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DAVID SHEPPARD — ENERGY EDITOR

Saudi Aramco’s net profits surpassed 
analyst expectations as it revealed the 
impact of deeper production cuts this 
summer after the kingdom moved to 
prop up the oil price.

The state-run company, which pumps 
almost 10 per cent of world oil supplies, 
reported a net profit of $32.6bn for the 
three months to September 30, exceed-
ing the median forecast of $31.8bn by 
analysts.

While profits were down 23 per cent 
compared with a year earlier, when Rus-
sia’s invasion of Ukraine sent energy 
prices soaring, they were up from 
$30.1bn in the second quarter of
this year, despite production volumes 
falling.

Saudi Arabia has joined Russia and 
the wider Opec+ group to make deeper 
cuts to crude oil production in the sec-
ond half of this year, with a view to rein-
forcing the oil price globally, despite fac-
ing criticism from consumer countries 
that are battling inflation.

Saudi Aramco’s sales fell 22 per cent 
to SR424bn ($113bn) in the third quar-
ter compared with the same period last 
year, with Aramco saying the decline 
“principally reflects the impact of lower 
crude oil prices and volumes sold”.

Prices of Brent crude fell late last year 
and at the beginning of 2023, but have 
rallied substantially since Saudi Arabia 
led Opec+ in cutting output this sum-
mer, including making additional vol-
untary output cuts they have extended 
to the end of the year.

Crown Prince Mohammed bin Sal-
man, the kingdom’s de facto ruler, is 
widely believed to have tasked his half 
brother, energy minister Prince 
Abdulaziz bin Salman, with supporting 
oil prices to fund his economic reforms. 

Saudi Aramco’s chief executive, Amin 
Nasser, who is in charge of the company 
day-to-day, said the “robust financial 
results reinforce Aramco’s ability to 
generate consistent value for our share-
holders”. 

Saudi Arabia’s “Vision 2030”, which 
aims to diversify and modernise the 
economy, is likely to gain more atten-
tion after the kingdom was awarded the 
2034 Fifa World Cup last week.

Saudi Aramco said it would maintain 
its quarterly base dividend payment at 
$19.5bn in the fourth quarter with a sec-
ond performance-linked dividend of 
$9.9bn to be paid based on returns since 
2022 in a boost to the state’s funds.

Saudi Aramco 
beats forecasts 
after output 
cuts lift prices 

Gift to gilts BoE policymaker’s hint at potential mid-2024 rate cuts pushes UK government bonds sharply higher y MARKETS

QIANER LIU — HONG KONG 
RYAN MCMORROW — SAN FRANCISCO 

The founder of Tencent-backed 
game-streaming site DouYu has been 
taken away by Chinese authorities, 
becoming the latest technology 
entrepreneur to run into trouble in 
the country.

Two people familiar with the matter 
said Chen Shaojie, 39, chief executive 
of the Nasdaq-listed group, had been 
taken away several weeks ago. 

“We have been unable to contact 
him since October,” said one of the 
people close to Chen. 

“He was taken away by the public 
security department for investigation 
related to the pornographic and gam-
bling content on the site.”

Chen’s disappearance comes after 
China’s internet watchdog in May dis-
patched a team to DouYu’s offices for 
a month of “intensive rectification 
and supervision” of “pornography 
and vulgar content” discovered on the 
platform.

Chen could not be reached for com-

ties’ ire, such as Alibaba’s Jack Ma and 
China Renaissance’s Bao Fan, have 
not been fully rehabilitated. Ma 
remains mostly out of public view and 
spends some of his time in Japan. Bao 
has not been seen since February.

Since founding DouYu in 2014, 
Chen had built the company into one 
of China’s leading game-streaming 
and e-sports brands, drawing about 
50mn users a month to the platform.

The group raised $775mn from US 
investors in 2019 when it went public 
at a nearly $4bn valuation. 

But Beijing’s crackdown on tech has 
scared away investors. DouYu’s mar-
ket value has collapsed to less than 
$300mn, well below the value of 
nearly $900mn in cash and short-
term investments on its balance 
sheet.

Tencent holds a 38 per cent stake in 
DouYu, and at one time was planning 
to merge the company with rival 
Huya. The companies abandoned the 
merger in 2021 after failing to get sign-
off from Chinese antitrust authorities.
China growth outlook Markets

Out of the game Chief at streamer DouYu is 
latest China tech entrepreneur to go missing

DouYu is one of China’s leading game-streaming brands, drawing about 50mn users per month — Gilles Sabrie/Bloomberg

STEFANIA PALMA — WASHINGTON

The top US consumer finance regulator 
is seeking powers to oversee technology 
companies that offer digital wallets and 
payment applications, in a move that 
would intensify scrutiny of companies 
such as Google and Apple.

The proposal by the Consumer Finan-
cial Protection Bureau yesterday would 
subject non-bank groups that offer dig-
ital payments to a regulatory scheme 
similar to that for banks or credit 
unions. It aims to ensure that US con-
sumer protection laws are applied to a 
ballooning sector used by millions of 

consumers to transfer funds and make 
retail payment transactions.

The rule would subject the industry’s 
largest participants, which facilitate 
more than 5mn transactions a year, to 
regular supervision by the agency’s 
examiners, according to a CFPB official. 
The regulator estimated that this would 
capture about 17 companies accounting 
for 88 per cent of market share.

The proposal underlines a shift in how 
banking services are provided in the US, 
with more and more consumers linking 
bank accounts to digital wallets from 
companies such as Apple and Google.

“Payment systems are critical infra-
structure for our economy. These activi-
ties used to be conducted almost exclu-
sively by supervised banks,” Rohit Cho-
pra, CFPB director, said. “Today’s rule 
would crack down on one avenue for 
regulatory arbitrage by ensuring large 
technology firms and other nonbank 
payments companies are subjected to 
appropriate oversight.”

The CFPB can already bring enforce-
ment actions against Big Tech and other 
non-bank companies over consumer 
financial issues. But the agency is pro-
posing to allow its examiners to scruti-
nise those businesses more closely. The 
proposal will be subject to public com-
ments before final implementation.

The CFPB said that having large non-
bank companies “play by the same rules 
as banks and credit unions” would help 
“promote fair competition” between 
depository and non-depository institu-
tions, an important theme for Chopra, 
who advocated tougher antitrust poli-
cies in his former role at the US Federal 
Trade Commission.

According to the agency, digital apps’ 
share of ecommerce payments has 
grown to match, and in some cases sur-
pass, that of traditional payment tools 
such as credit and debit cards.

Chopra has warned against the rise of 
Big Tech in payments. In a speech last 
month, he said he feared the US was 
“lurching toward a consolidated market 
structure, like the one that has emerged 
in China, that blurs the lines between 
payments and commerce and creates 
the incentives for excessive surveillance 
and even financial censorship”.

His tough stance has ruffled feathers 
in corporate America, which has 
claimed he is stepping beyond the 
CFPB’s authority. The agency has said it 
is merely enforcing the law.

The CFPB in 2021 requested that large 
tech groups turn over information on 
their payment systems including data 
harvesting, user choice and other con-
sumer protections.

The consumer watchdog is seeking
to expand its authority even as federal 
agencies contend with the fallout
from a US Supreme Court ruling that 
raised questions about their rule-
making powers. 
Additional reporting by Josh Franklin
in New York

US watchdog 
seeks right to 
oversee digital 
wallet activity 
3 Effort to boost consumer protection
3 Scrutiny of Google, Apple and rivals

‘Today’s rule would crack 
down on one avenue for 
regulatory arbitrage’
Rohit Chopra, CFPB director

W hen Balaji Srinivasan 
stepped on to the stage 
at Amsterdam’s Net-
work State conference 
last week, he looked 

every inch the corporate executive — 
generally unassuming in a dark suit and 
sober tie.

But this was no mainstream finance 
conference. The serial tech investor and 
former Coinbase technology chief was 
here to sell his vision for the “Network 
State” — a supposedly revolutionary 
next step for the world’s crypto fan 
base. Srinivasan was clearly promoting 
his book of the same name, and was una-
shamed in pushing a movie plan too. But 
this was also part of a years-long drive by 
radicals to overhaul societal structures 
that appear increasingly stretched.

Underpinned by a crypto financial 
system, Network State’s idea is to reim-
agine everything from statehood to 
medicine and tie together millions of 
people in carved-out enclaves from 
Honduras to Hungary with a common 
faith in alternative systems.

Whether it will have more credibility 
or staying power than other crypto nir-
vanas is unclear. But this was no crack-
pot conference — it was attended by 
some serious global executives and 
attracted some big-name speakers, 
from Ethereum co-founder Vitalik 
Buterin to economist Tyler Cowen. The 

Crypto remains a poor relation of mainstream digital payments

players have been hit hard. Shares in 
Adyen, the Dutch group that processes 
online payments for large subscription 
giants from Netflix to Spotify, fell by 
nearly a half in the summer, after years 
of steady growth stuttered. Its closest 
competitor, still privately owned, is the 
Irish-American Stripe, which suffered a 
halving of its valuation when it raised 
fresh funds in March. And one of the 
original payment fintechs, PayPal, is 
trading at barely one-sixth of its valua-
tion in the heady days of 2021.

Some marketwide forces are at work. 
The hype around digital payments has 
faded, partly as pandemic-era online 
sales enthusiasm declined, partly as 
inflation has cut consumer spending 
and partly as funding for fintechs has 
become more expensive and less readily 
available. Fintech companies more 
broadly had attracted extreme valua-
tions because of their intoxicating 
promise of applying tech to reform a 
financial sector stuck in the last century. 
So the precipitous valuation declines of 
recent months have also been a correc-
tion of that exuberance, compounded 
by a generally jittery stock market.

Ultimately, though, the digital pay-
ments sector can still claim a funda-
mentally bright outlook, with a real-
world use case that crypto fans can only 
dream of. Martina Weimert, who heads 
the EPI instant-payments initiative 
owned by 14 eurozone banks, says the 
shift away from cash and cards towards 
digital, principally smartphone-based 
payments is secular and long-term. “It’s 
an unstoppable trend,” she says, point-
ing to EPI’s ambition to be an unparal-
leled cross-border bank-to-bank pay-
ments system across the eurozone. So 
long as the bloc doesn’t sign up for the 
“Network State”.

patrick.jenkins@ft.com
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buzz around the event reflects both the 
booming enthusiasm for technology-
based change, from AI to quantum com-
puting, and the growing dismay with the 
established financial and geopolitical 
order.

Such sentiment is most obviously evi-
dent in the fevered resurgence of interest 
in bitcoin, written off by many a few 
months ago but now trading at double its 
price at the start of the year. Speculation 
that BlackRock may soon get approval 
for a bitcoin ETF, pushing crypto further 
into the financial establishment, has 
been a driver. Never mind that crypto’s 
effectiveness as a reliable payment sys-
tem is unproven (beyond black market 
purchases or the funding of terrorists); 
the whooping at Network State showed 
the resolve of the crypto faithful.

Only a few years ago it was main-
stream digital pay-
ments companies, 
tethered to good 
old legacy curren-
cies, that were 
being whooped. 
Such was their 
popularity that in 
2019, the French 
group Worldline was able to issue nega-
tive-yielding debt — investors know-
ingly put money into bonds deemed so 
secure that they paid for the privilege. 
Shares in the company are now worth 
less than 15 per cent of a record high hit 
18 months ago, after having slumped 
more than 50 per cent a fortnight ago on 
concerns about customer fraud and 
lower sales. The ride for younger pay-
ments fintechs has been no less wild. 
CAB Payments, which processes busi-
ness payments to remote locations, suf-
fered a 72 per cent collapse in its valua-
tion, after warning on revenues, only 
about three months after listing on the 
London Stock Exchange. Even bigger 

Underpinned by a crypto 
financial system, Network 
State’s idea is to reimagine 
everything from 
statehood to medicine

ment. DouYu declined to comment on 
Chen’s whereabouts; its “business 
operations remain normal”. Cover 
News, which first reported Chen’s dis-
appearance, said DouYu had con-
firmed to the media outlet that they 
had “lost contact” with Chen.

It is a setback to Communist party 

attempts to reassure entrepreneurs 
and stabilise the economy. The party 
unveiled a 31-point plan in July vow-
ing to improve the business environ-
ment, rolling out policy pledges 
alongside plaudits from tycoons 
including Tencent founder Pony Ma.

But business confidence and spend-
ing is tepid, especially in the tech sec-
tor, which was the subject of a two-
year crackdown.

Previous targets of Chinese authori-

Chen Shaojie was 
taken away by 
China’s public 
security office 
and has not been 
seen in weeks
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ADRIENNE KLASA — PARIS

France’s financial prosecutor has 
opened a preliminary investigation of 
pharmaceutical group Sanofi over alle-
gations of market manipulation 
related to the launch of its hit drug 
Dupixent in 2017. 

The prosecutor’s office, which opened 
the probe in March, is looking into alle-
gations of “dissemination of false or mis-
leading information and price manipu-
lation” concerning financial communi-
cations by the group, according to a judi-
cial official. The next step may or may 
not be a formal investigation. 

Sanofi said: “We stand by the accu-
racy of our accounts,” adding that it 
“reserves the right to take legal action 
against any false or defamatory allega-
tions”. The probe was first reported by 
French publication La Lettre A.

Dupixent, which is used to treat 
asthma and eczema, is Sanofi’s best-sell-
ing product. Sales increased 35 per cent 
in the first nine months of the year to 
€7.7bn, about a quarter of its total sales 
for the period. Shortly after he began in 
the role in September 2019, chief execu-
tive Paul Hudson said he wanted to 
increase sales of the drug and obtain 
approval for its wider use.

Dupixent sales subsequently quadru-
pled from €2bn in 2019 to €8.3bn in 
2022. However, investors have become 
worried about the company’s depend-
ence on Dupixent, which it developed 
with US biotech Regeneron. 

Sanofi has marketed new prescription 
drugs recently — including haemophilia 
treatment Altuviiio and Beyfortus for 
respiratory syncytial virus in young 
children — as it works to improve its 
drug pipeline. The company also 

acquired a type 1 diabetes treatment as 
part of its $2.9bn takeover of Provention 
Bio in March. 

In October, Sanofi announced plans to 
spin off its consumer care division and 
increase investment in research and 
development as part of efforts to focus 
on new treatments for cancer and rare 
diseases. Sanofi said the spin-off could 
take place by the end of next year, most 
likely through a listing in Paris.

However, a cut to earnings forecasts 
because of the raised R&D budget saw 
the shares fall almost 20 per cent in a 
day, and they have stayed in that range. 

As part of turnaround plans 
announced when he took over as chief, 
Hudson said he would shift the com-
pany to focus on speciality medicines 
for cancer and rare diseases, moving it 
away from the mass-market products 
that had been its core business. 

Pharmaceuticals

Sanofi probed over launch of best-selling drug
OLAF STORBECK — FRANKFURT

The German online bank N26 is pulling 
out of Brazil as it narrows its focus to 
Europe in an effort to cut losses.

The Berlin-based lender said yesterday 
that it would close its Brazilian opera-
tions over the next two months, admit-
ting defeat in its attempt to take on 
Nubank, the South American country’s 
largest online lender.

The retreat leaves N26, which was val-
ued at $9bn in late 2021 just before ris-
ing interest rates hammered European 
and US fintechs, focused on continental 
Europe, including Germany, France, 
Italy and Spain. The lender had previ-
ously pulled out of the UK and US.

The future of N26’s Brazilian opera-
tions had been in doubt for more than a 
year as it struggled to attract local inves-
tors to help fund its expansion and, 

more recently, decided against selling 
them, according to people familiar with 
the matter.

The closure is in line with the group’s 
strategy of focusing on “its European 
core markets”, N26 said. 

Leaving Brazil is the latest setback for 
a company that has been in the cross-
hairs of Germany’s financial regulator. 
Last month, BaFin indicated it was will-
ing to partially lift a cap on how quickly 
N26 could take on new clients that it had 
imposed in late 2021 over the group’s 
organisational shortcomings.

Founded in 2013 by Valentin Stalf and 
Max Tayenthal, N26 raised $900mn in 
October 2021 but has struggled to 
staunch losses. Its most recent accounts 
show that it lost €172mn in 2021 while 
revenues increased 50 per cent to 
€182.4mn. 

Last year, it significantly increased 

spending on anti-money laundering 
controls and compliance. In an attempt 
to cut costs, the group culled 4 per cent 
of its workforce earlier this year.

Its Brazilian operations have about 70 
employees and N26 said that local staff 
could apply for jobs in its European 
offices. N26 had set up its operations in 
Brazil as a legally separate entity from 
its European operations.

N26 did not disclose how many clients 
it had attracted in South America’s larg-
est country, but it accounts for a fraction 
of N26’s more than 8mn clients. 

The bank had so far only been testing 
its products in Brazil and potential 
customers were invited to join a waiting 
list. 

Over the past decade, N26 raised 
$1.8bn from investors including Peter 
Thiel’s Valar Ventures and Li Ka-shing’s 
Horizons Ventures.

Banks

Berlin-based fintech N26 retreats from Brazil

ments, according to two individuals 
who attended the gathering.

Zhou said the VR industry was in “a 
very early stage” and Pico’s initial 
expectations for the market had been 
too optimistic, according to the people. 

ByteDance acquired Pico in 2021 at 
the peak of excitement in Silicon Valley 
about the potential for the “metaverse”. 
But enthusiasm has waned as artificial 
intelligence has seized sector attention.

Details of the staff cuts at Pico were 
not disclosed in the meeting, but 
according to two people familiar with 
the situation, several hundred employ-
ees from the workforce of more than 
1,000 will lose their jobs.

The reorganisation marks a shift in 

uation said ByteDance had invested 
more than Rmb10bn ($1.37bn). It 
would be these teams that would be 
mostly affected by the company’s reor-
ganisation and subsequent job cuts, 
according to Zhou.

An employee at Pico said it “was origi-
nally a VR headset maker, and for two 
years they’ve been doing stuff they 
weren’t good at”. 

Pico was viewed as Meta’s competitor 
in VR headsets and became a leading VR 
maker by volume in China, accounting 
for more than 50 per cent of the domes-
tic market in the first half, according to 
research firm Counterpoint. 

Meta launched the latest version of its 
Quest VR headset last month but the 

QIANER LIU — HONG KONG 
DING WENJIE — BEIJING
TIM BRADSHAW — LONDON

The virtual reality division of TikTok 
owner ByteDance has announced staff 
cuts and a restructuring plan because of 
a market downturn, according to three 
people familiar with the matter.

Henry Zhou, president of VR arm 
Pico, said yesterday that the division 
would retain its hardware and core tech 
teams while scaling back marketing, 
studio, video and platform depart-

Marketing, platform, 
studio and video teams
set to be scaled back 

TIM BRADSHAW AND IVAN LEVINGSTON 
LONDON 
GEORGE HAMMOND — SAN FRANCISCO 
AND LEILA ABBOUD  — PARIS 

Among the world leaders and Big Tech 
bosses meeting at Bletchley Park, Eng-
land, last week to debate the regulation 
of artificial intelligence, was one less 
well-known chief executive.

Arthur Mensch, founder of Paris-
based start-up Mistral AI, was repre-
senting the only European company 
present on the second day of the UK’s AI 
Safety Summit, when about 30 execu-
tives and politicians gathered for a more 
intimate discussion than that held by 
the previous day’s 100 attendees. 

Mensch told the Financial Times he 
believed his six-month-old company 
was invited alongside the Silicon Valley 
luminaries from Microsoft, Google, 
Meta and OpenAI, because of its “tech-
nical expertise”. 

“We have been pioneers of the tech-
nology,” he said, pointing to his own 
work creating advanced AI models at 
Google DeepMind and that of his co-
founders, Guillaume Lample and Timo-
thee Lacroix, at Meta. “We compete 
with everybody,” he added, despite the 
company’s youth and small size next to 
Microsoft-backed OpenAI or Google.

That expertise — which investors say 
only a few dozen people worldwide can 
claim — has put the fledgling start-up at 
the centre of the current investor frenzy 
for AI. 

Silicon Valley heavyweights including 
General Catalyst and Andreessen 
Horowitz are participating in an invest-
ment of as much as €400mn in a deal 
that could value Mistral at between 
€1.5bn and €2bn, including the new 
capital, according to people with direct 
knowledge of the negotiations. 

The terms of Mistral’s latest funding 
are in flux as it grapples with what one 
investor called a “bunfight” between 
prospective backers. 

Mistral, Andreessen Horowitz and 
General Catalyst declined to comment 
on the discussions. Some details of the 
financing were previously reported by 
The Information and Business Insider. 

The interest in Mistral stems from its 
work in the fast-moving world of gener-
ative AI, where so-called large language 
models (LLMs) are capable of creating 
humanlike prose and code in seconds. 

Most investors have focused on Sili-
con Valley-based groups: OpenAI is 
exploring an employee stock sale at a 
valuation of $86bn while Anthropic has 

Silicon Valley heavyweights 

invest in deal potentially 

valuing the business at €2bn

of La Famiglia, an early Mistral investor 
that merged with US-based General Cat-
alyst last month, believes the French 
start-up’s emergence can be a “real 
eureka moment for Europe”, adding: 
“Europe is so good at driving research 
but so bad at capturing the commercial 
upside.” 

Antoine Moyroud, a partner at Light-
speed Venture Partners, which led Mis-
tral’s first fundraising round, said he 
was “increasingly excited about the 
business” because of the speed with 
which it was moving — releasing its first 
AI model in September, three months 
ahead of schedule. 

“They have outperformed our inter-
nal expectations,” he said, despite 
“pretty aggressive forecasts”, adding: 
“The ability to show flexibility and exe-
cution speed is important in a world 
which is moving so fast.”

Multibillion-dollar price tags for 
young AI companies with immature 
businesses have prompted some tech 
investors to draw parallels with the dot-
com bubble. 

“VCs all want a piece of the next big AI 
thing and they are willing to swallow 
huge valuations for that,” said Mike 
Volpi, a partner at Index Ventures. 
Some venture capitalists were “too opti-
mistic about the timeframes” for AI’s 
transformative effects, he said, which 
was driving some to make “overvalued 
investments in the short term”. 

But Mensch, while refusing to discuss 

recently received investment commit-
ments from Google and Amazon, which 
could total $6bn.

Mistral’s emergence is all the more 
eye-catching in the European market, 
where €1bn-plus companies are more 
scarce than in the US. The French gov-
ernment has also been cheerleading 
Mistral as a symbol of President 
Emmanuel Macron’s ambition for 
Europe to foster its own homegrown AI 
players so as not to get left behind as it 
has on key technologies such as semi-
conductors and internet platforms. 

Mistral’s existing venture capital 
investors say that despite the high 
expectations set by its record-breaking 
€105mn seed round in June, when it was 
just four weeks old, the company is 
making rapid progress. 

Jeannette zu Fürstenberg, co-founder 

Arthur Mensch, 
co-founder of 
Mistral AI: ‘This 
is a revolution 
that is certainly 
comparable to 
the internet’
Below: Jeannette 
zu Fürstenberg, 
an investor who 
said Mistral’s 
emergence 
could be a ‘real 
eureka moment’ 
for Europe
FT montage/PA 

Karl-Josef Hildenbrand

‘The 
valuation of 
something 
that may 
have close 
to infinite 
return 
because it 
changes so 
much of 
society . . . 
is very hard 
to estimate’

Pico’s strategy of research and develop-
ment after its acquisition by ByteDance 
in the face of the waning market for VR 
gadgets. The group had hoped to lever-

age the strengths of ByteDance to pro-
vide content for VR users.

Since the acquisition, Pico has been 
expanding, establishing teams that cre-
ate VR content such as videos and 
games. One person familiar with the sit-

Pico was acquired at the 
peak of excitement about 
the ‘metaverse’, but 
enthusiasm has waned
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devices are not available in China. Many 
in the industry hope Quest 3, Sony’s new 
PlayStation VR 2 and Apple’s forthcom-
ing Vision Pro together could trigger a 
return to growth for a product that has 
struggled for almost a decade to break 
into mainstream consumer adoption.

However, so far this year, both the glo-
bal and Chinese VR markets have expe-
rienced declines. According to IDC, aug-
mented reality and VR headset ship-
ments fell 44.6 per cent year on year 
during the second quarter of 2023.

The decline in China was more severe 
than that in the global market. China’s 
VR market shipments declined 56 per 
cent in the first half of 2023 compared 
with the same period last year. 

ByteDance revamps virtual reality unit

Mistral’s latest funding talks, insisted 
that AI companies’ soaring valuations 
simply reflected that “this is a revolu-
tion that is certainly comparable to the 
internet”. 

“The valuation of something that may 
have close to infinite return, because it 
changes so much of society that our jobs 
will never look the same, is very hard to 
estimate,” he said.

Mistral is not yet making any money 
but Mensch expected that to change 
“before the end of the year”, as it pre-
pares to release a new platform for cus-
tomers to access its AI models. 

Pia d’Iribarne, partner at New Wave,
a Paris-based investor in Mistral that 
counts French billionaire Xavier Niel 
among its backers, said that the “funda-
mentals are there” for big AI businesses 
to be built. 

“That doesn’t mean that there are not 
some crazy valuations and crazy inves-
tor behaviours right now in AI,” she said. 
“But the high valuations for LLM com-
panies are more linked to the price of 
compute and scarcity of teams, than 
that behaviour.” 

Mistral’s edge over its larger and bet-
ter-funded rivals was in its efficiency, 
Mensch argued. It launched its first AI 
model with a team of just 10 people, 
spending less than $500,000 on training 
costs, he said, in contrast to the tens of 
millions that rivals spent. 

“We are happy to be the most capital-
efficient [LLM] company,” he said. 

Another differentiator, said zu 
Fürstenberg, was Mistral’s “open 
source” approach, in which the model 
was published publicly. This gave corpo-
rate customers more control over their 
data and visibility over its use, as well as 
attracting developer talent. 

Despite its lower overheads, Mensch 
admitted: “We do need more capital.” 
That was primarily to spend on the 
chips necessary to train LLMs, he said. 
“Graphics processing units are going to 
be our main cost for a while.”

Venture investors are betting that 
there is room for only a handful of com-
panies to profit from developing the 
models that underpin chatbots. But 
developing and training those models is 
costly, requiring massive computing 
power and deep technical expertise. 

Even as new rivals such as Elon 
Musk’s xAI emerge, Moyroud said Mis-
tral might be the last new LLM devel-
oper with a credible chance at challeng-
ing OpenAI. “There is a growing sense 
today that the ship has sailed, in part 
because of the capital intensity,” he said. 
“If someone was to go out to market 
[today] with similar ambitions and a 
similar quality team, I’m not sure they 
would get funded.” 
Additional reporting by Madhumita Mur-
gia in San Francisco

OWEN WALKER
EUROPEAN BANKING CORRESPONDENT

UBS has posted its first quarterly loss in 
almost six years as the Swiss lender laid 
bare the costs of integrating Credit 
Suisse following the state-orchestrated 
rescue of its rival.

The deal is expected to be a boon for 
UBS in the long run, cementing its posi-
tion as a global wealth management 
powerhouse, but the banking industry’s 
most complex takeover since the 2008 
financial crisis has brought risks.

The cost of integrating its rival drove 
UBS to a net loss of $785mn in the third 
quarter, the bank said yesterday, larger 
than the $444mn expected by analysts 
as the bank shouldered $2.2bn of 
expenses tied to the deal. Stripping 
those out, the lender generated a pre-
tax profit of $844mn.

Chief executive Sergio Ermotti told 
analysts that 2024 would be a “pivotal 
year” for the takeover, saying it would 
“probably [be] the one time in which 
we’re going to incur the most cost in 
order to achieve the synergies that we 
will achieve in 2025 and 2026”.

Despite the costs, investors took some 
comfort that UBS was managing to win 
back Credit Suisse clients who had fled 
during the turmoil of the March rescue. 

UBS managed to attract $22bn of net 

new money into its wealth management 
business in the quarter with attractive 
interest rates. The group had $33bn of 
net new deposits, with two-thirds com-
ing from Credit Suisse clients.

Ermotti said Credit Suisse had lost 
500 relationship managers in the previ-
ous 12 months, but had suffered just 
$20bn of asset outflows as a result.

“UBS is still working hard to recap-
ture assets from those who left Credit 
Suisse earlier this year, most of which 
was due to instability fears,” noted Citi-
group analyst Andrew Coombs.

Credit Suisse, which is operating as a 
subsidiary of UBS and will be merged 
with the wider group next year, had sig-
nalled it expected a loss of at least 
$2.2bn in the quarter through exiting 
loans and winding down an investment 
management contract with US alterna-
tive investment manager Apollo. 

UBS wealth management executives 
face acute pressure to retain big clients 
from both banks, especially in the Mid-
dle East, where several key relationship 
managers have defected to rivals.

The Swiss bank recently extended a 
$9bn credit facility to Qatar’s former 
prime minister, Sheikh Hamad bin Jas-
sim bin Jaber al-Thani, who was a client 
of UBS and Credit Suisse. He also over-
saw the Qatar Investment Authority’s 
investment in Credit Suisse during the 
2008 financial crisis.

Echoing the performance of several 
European rivals, UBS’s investment bank 
had a lacklustre quarter. It suffered a 
$230mn loss, largely driven by a fall in 
global markets revenues and a 50 per 
cent increase in operating costs, mostly 
tied to the integration.

In a sign that investors have broadly 
welcomed the deal, UBS shares have 
risen 26 per cent since the rescue and 
were up 3 per cent yesterday. The shares 
were given a boost over the summer 
when UBS said it would not rely on tax-
payer money to complete the deal.
See Lex 

UBS posts first 
quarterly loss 
since 2017 on 
costs of Credit 
Suisse deal

Technology. Funding talks

Investors rush to back French AI start-up Mistral 

‘UBS is still working hard 
to recapture assets from 
those who left Credit 
Suisse earlier this year’

Technology Banks
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OpenAI is launching custom versions 
of ChatGPT that can be adapted and 
tailored for specific applications, turn-
ing the chatbot interface into a digital 
platform like iOS or Android.

Known as GPTs, the tools can be built 
using plain English for cases such as 
tutoring a child in maths, creating a 
travel concierge, or designing a website. 
The Microsoft-backed artificial intelli-
gence company said it planned to 
launch a GPT Store in the coming weeks, 
to collate the best apps, and eventually 
split revenues with the most popular 
GPT creators.

The store’s launch comes a year after 
the debut of ChatGPT, echoing Apple’s 
decision to launch the iOS App Store a 
year after the iPhone, which brought it 
into the software services business.

In an event for developers on Monday, 
OpenAI said ChatGPT had 100mn 
weekly active users, and launched a new 
AI model, GPT-4 Turbo, for developers, 
which can analyse more than 300 pages 
of text in a single prompt, and is half the 
price of its previous offering.

“We believe if you give people better 
tools, they will do amazing things. Even-
tually you’ll ask a computer for what 
you need and it will do all these tasks for 
you,” said Sam Altman, chief executive 
of OpenAI. Allowing people to build 

these chatbots without coding made it 
more “accessible and gives agency to 
everyone”, Altman said, adding that 
“gradual iterative deployment” was 
OpenAI’s approach to creating autono-
mous AI safely.

Satya Nadella, the chief executive of 
Microsoft, joined Altman on stage,
saying that OpenAI had “built some-
thing magical” and that ultimately the 
groups’ partnership was about “getting 
benefits of AI broadly disseminated to 
everyone”.

Some of the examples of GPTs show-
cased by the company include a compu-
ter science lesson planner from its part-
ner Code.org, a non-profit that teaches 
children to code, as well as an Airbnb 
house manual, for which its AI models 
such as Dall-E2 automatically generated 
images and instructions based on user 

prompts. “We believe natural language 
will be a big part of how people use com-
puters in the future. This is an interest-
ing early example,” Altman said.

Since launching its conversational 
chatbot last November, OpenAI has 
introduced a mobile app version, and 
added features including image genera-
tion and analysis to ChatGPT. The new 
custom GPTs can be created by existing 
ChatGPT Plus subscribers, and shared 
online using a link or designed for inter-
nal use by its enterprise customers, 
OpenAI said.

The tools can also be used to complete 
actions, such as booking restaurant 
tables. Altman said AI chatbots such as 
GPTs would start to handle online tasks 
autonomously, turning them into so-
called agents. “They will gradually be 
able to plan and perform more complex 
actions on your behalf,” he said.

As OpenAI expands its ambitions in 
building a viable business and develop-
ing cutting-edge AI, it is under pressure 
to raise significant capital for infrastruc-
ture and computing costs. The company 
is in talks with existing investors includ-
ing Thrive Capital about selling shares 
at a valuation of $86bn, roughly three 
times what it was worth six months ago.

A stock sale at the level OpenAI is tar-
geting would make the San Francisco-
based group one of the world’s most 
highly valued private companies.

Technology

OpenAI to launch store for custom chatbots

CEO Sam Altman aims to split sales 
with the most popular GPT creators

specifics of their business model”. 
WeWork’s bankruptcy compounds 

the challenges facing office owners. 
Vacancy rates have hit two-decade 
highs this year in London and big cit-
ies across the US, as companies slash 
office space.

WeWork, which provides 900,000 
desks to clients at more than 700 sites, 
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The question for the sector is 
whether problems remain confined 
to WeWork as other operators try to 
turn the shift to hybrid working to 
their advantage — Androniki Christodoulou

was already in talks to renegotiate many 
of its leases. As part of its Chapter 11 fil-
ing in New Jersey federal court late on 
Monday, the company asked the court 
for permission to scrap 69 leases in the 
US and Canada including about 40 sites 
in New York.

The loss of rents from WeWork’s 
departure will hammer the value of the 
buildings they leave behind. Office val-
ues are already projected to fall about 50 
per cent on average in cities such as San 
Francisco and New York in the next 
three years compared with 2019 levels, 
according to consultancy Capital Eco-
nomics. 

Its international sites are not part of 
the restructuring, but have nonetheless 
suffered disruption. 

WeWork said yesterday that starting 
in October, it had withheld $78mn in 
rent due to US and international land-
lords. Landlord Helical last week said it 
had ended WeWork’s leases over six 
floors on London’s Old Street for “non-
payment of rent”. The companies 
reached a short-term deal to reoccupy 
the space after WeWork paid back rent 
and fees. 

The process of extracting itself from 
undesirable leases will probably involve 
at least some court battles. WeWork’s 
bankruptcy filing listed several multi-
million dollar claims for back rent or 
lease cancellation fees, a number of 
which it disputes. 

Still, property executives and analysts 
expect the direct impact from WeWork 
on the wider office market to be limited. 

Real estate data firm CoStar said 

WeWork’s retreat posed a “considerable 
risk” to specific landlords, but its foot-
print was “still quite small relative to the 
market as a whole”. WeWork repre-
sented 0.73 per cent of occupancy in 
New York and less than half a per cent in 
San Francisco and Boston, CoStar said. 

“These are embers around the edge of 
the fire,” said Dixon. 

IWG, which operates 3,455 sites under 
brands including Regus and Spaces, had 
taken over “quite a significant number 

of WeWorks” and would aim to secure 
more, he said. 

Hodari said some of WeWork’s flag-
ship sites would be too big for other 
companies to take over, but most would 
probably be snapped up. 

“This is going to look like how the 
hotel industry works. When a Marriott 
doesn’t work out, it becomes a Hyatt,” 
he said. “These aren’t going to all go 
dark. They are just going to be run by 
somebody else.”

Cal Lee, who advises on flexible work-
space at estate agency Savills, said he 
had “had calls from operators all this 
week and all last week wanting to take 
any WeWork spaces that come back to 
market”.

Lee said WeWork had been “trailblaz-
ers”, but “how they scaled, and the 

The bankruptcy ‘has been 
less about the lack of 
demand than the specifics 
of their business model’

JOSHUA OLIVER

With its trendy sites and offers of free 
beer, WeWork succeeded in making 
flexible office space cool. There was
one problem: the business could not 
make it pay.

WeWork’s slide into US bankruptcy 
on Monday, under the weight of more 
than $13bn in office lease obligations, 
has cast a shadow over flexible work-
space providers on both sides of the 
Atlantic and sharpened fears over dis-
tress for office landlords struggling with 
the move to home-working. 

WeWork chief executive David Tolley 
said in the company’s bankruptcy filing 
that it had amended 590 leases and cut 
future rent obligations by $12bn, but 
could “not overcome the legacy real 
estate costs and industry headwinds”.

The question is whether problems for 
the flexible office sector remain con-
fined to WeWork, and whether other 
flexible working companies can turn the 
shift to hybrid working spurred by the 
pandemic to their advantage.

Mark Dixon, chief executive of the 
largest flexible office space group, IWG, 
argued that “the travails and tribula-
tions with WeWork” had been a “side-
show” to a shift in the office market. 

“The body blow is technology, not 
WeWork . . . Technology is changing 
how people work,” Dixon said.

Flexible office brands hope that com-
panies looking to save money on large 
static offices will see flexible space — 
ranging from desks by the hour to full 
floors with custom designs — as a substi-
tute, despite the trouble for the sector’s 
best-known name. 

WeWork’s bankruptcy had come “at 
the exact moment when the flex indus-
try in general has been seeing record 
performance”, said Jamie Hodari, chief 
executive of New York-based co-work-
ing provider Industrious. 

Many companies were moving out of 
“oversized-headquarter space . . . into 
more flexible space at a more modest 
size. WeWork’s bankruptcy has been 
less about the lack of demand than the 

WeWork casts pall over shared-office sector
Failure puts spotlight on flexible space providers and stokes fears over landlords struggling with shift to hybrid working

model that they used to scale, has ulti-
mately caused this stress”. 

Other providers use different models 
that they argue are more sustainable. 
They are keen to avoid the expensive, 
long-term leases that dragged down the 
company founded by entrepreneur 
Adam Neumann.

These contracts left WeWork on the 
hook for rent payments even when the 
number of customers using their space 
plummeted during the pandemic. 
WeWork said its occupancy numbers 
had rebounded to 75 per cent in 2022, 
from 45 per cent in 2020. 

The “big change” was that flexible 
working rivals were “not taking these 
[locations] on a full-rent market 
lease . . . They changed their business 
model to recognise that in order to get 
scale . . . Taking long-term leases is not 
as sustainable as management agree-

ments and joint ventures,” Lee said. 
Under these partnership or manage-
ment arrangements, landlords in effect 
outsource running office spaces to flexi-
ble workspace brands. 

IWG reported yesterday that of
204 deals for new sites signed in the 
third quarter of this year, 200 were 
“capital-light”. 

Still, some 60 per cent of IWG
centres operate on standard leases, 
compared with a minority that run as 
joint ventures, franchises, management 
agreements or where the rent varies by 
revenue. IWG’s leases are frequently 
signed by special purpose corporate 
entities to limit the risk to the company 
overall. 

Industrious had begun switching to 
management contracts in 2017, and was 
close to phasing out all traditional 
leases, Hodari said. 

The Office Group, the flexible work-
space business majority-owned by 
Blackstone, has traditionally owned its 
offices, but chief executive Enrico Sanna 
said it had “a growing number of man-
agement agreements”. 

Even with new business models, flexi-
ble office brands face challenges. 

Some landlords have started to com-
pete directly by running their own flexi-
ble working options. 

“Flex space is not going anywhere,” 
said Nikki Gibson, director at property 
management firm Ashdown Phillips
& Partners. More landlords were
wondering, “Maybe should we do this 
ourselves.”

WeWork said some of its customers 
had reached deals directly with land-
lords to remain in their space. 

The wider office market is awash with 
cheap space available for sublet from 
companies looking to cut back. Tolley 
partly blamed the “unprecedented 
prices and in significant volume” of sec-
ond-hand space for the group’s woes. 

“Saddled with many . . . unsustaina-
ble leases, WeWork’s existing business 
model has become increasingly difficult 
to maintain and must be repriced to 
align with the current real estate mar-
ket,” he said.

$13bn

Burden of office 
lease obligations 
at flexible space 
provider WeWork

900,000
Desks provided to 
WeWork clients
across more 
than 700 sites
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Turkey has raised $2.5bn in its first 
deal on the dollar bond market since 
April as the country’s broad economic 
policy shift lures back investors who 
abandoned Turkish assets in recent 
years.

The country received more than $7bn in 
bids yesterday for a new five-year dol-
lar-denominated sukuk, a type of debt 
instrument compliant with Islamic reli-
gious law, according to a term sheet seen 
by the Financial Times. 

High demand for the deal is the latest 
sign of how investor sentiment is slowly 
improving after President Recep Tayyip 
Erdoğan shook up his economic team 
following his re-election in May and set 
a path to end years of unconventional 
economic policies.

“The government has been clawing 
back . . . [investors’] trust in its story,” 
said one of the people familiar with the 
bond deal, adding that Turkey was able 
to clinch better terms than it would have 
several months ago because anxiety 
about the country’s economic trajectory 
had eased somewhat following elections 
in May.

Turkey is also taking advantage of a 
recent fall in US bond yields, prompted 
by concerns over the state of the Ameri-
can economy, to lock in lower borrowing 
costs than would have been available 
several weeks ago, the person said. 

The five-year sukuk was sold with a 
yield of 8.5 per cent, according to the 
term sheet. Turkey’s finance ministry 
declined to comment on the debt issu-
ance.

The $2.5bn sukuk issuance will mean 
that Turkey has fulfilled its goal of rais-
ing $10bn on international capital mar-

expected economic data and down-
grades to the BoE’s growth forecasts.

Benchmark US Treasury yields have 
fallen 0.28 percentage points over the 
past week, the biggest weekly decline 
since the collapse of Silicon Valley Bank 
in March. 

“Global yields have been moving 
together since Friday’s payroll data,” 
said Lyn Graham-Taylor, a rates strate-
gist at Rabobank. “It’s all variations of a 
theme — we had a massive bid for bonds 
on Friday, an unwind on Monday and a 
bit of a bid again today.” 

Analysts attributed the rally in short-
dated gilts to the market bringing for-
ward its expectations for the BoE’s rate 
cuts. The market has priced in a rate of 
4.54 per cent by December next year, 
down from 4.75 per cent at the start of 
the month. 

“The UK is playing catch-up in terms 
of pricing in rate cuts for next year as the 
global narrative has turned to a weaker 
growth outlook over the last week,” said 
Megum Muhic, senior associate strate-
gist at RBC Capital Markets.

The central bank has stressed that it 
expects to keep rates on hold for an 
extended period as it combats inflation.

kets this year. The previous $7.5bn was 
raised in conventional and green dollar 
bonds but a third person familiar with 
the deal said the sukuk would help draw 
in both western investors and those in 
the Gulf to whom Islamic finance is 
appealing. 

Turkey plans to raise another $10bn 
on international debt markets next 
year.

The deal comes at a time when the 
price of Turkish assets on financial mar-
kets has been improving. A conven-
tional dollar-denominated bond matur-
ing in October 2028 was trading with a 
yield of 8.1 per cent yesterday compared 
with a peak above 10 per cent in May. 

Investors are also demanding a much 
lower premium to hold Turkish debt — 
the gap in yield between Turkey’s five-
year dollar bonds and that on US Treas-
uries has fallen to 3.6 percentage points 
from a high of nearly 7 percentage 
points in May, according to LSEG data. 

Turkey’s new economic management 
team, led by finance minister Mehmet 
Şimşek and central bank chief Hafize 
Gaye Erkan, has begun unwinding 
many of the unorthodox economic poli-
cies of Erdoğan prior to May’s election. 

Fixed income

Turkey taps bond investors for $2.5bn as 
strong demand reveals shift in sentiment

MARY MCDOUGALL AND SAM FLEMING

UK gilts rallied sharply yesterday as 
traders seized on comments from a 
senior Bank of England policymaker 
suggesting that it may be willing to con-
sider interest rate cuts in the middle of 
next year.

The yield on the interest rate-sensitive 
two-year gilt fell 0.09 percentage points 
to 4.62 per cent, its lowest level since 
June, after Huw Pill, the BoE’s chief 
economist, said market expectations for 
cuts from next summer were not 
“unreasonable”. 

Swaps markets were now pricing in 
0.75 percentage points of rate cuts next 
year, up from half a percentage point at 
the start of the month, as the market 
brought forward its expectations for the 
BoE’s rate cuts. 

The yield declines come as investors 
shift their focus from interest rates 
needing to stay high to curb global price 
pressures to the prospect of weaker eco-
nomic growth.

Speaking after markets had closed on 
Monday, Pill said the BoE could be in a 
position to “consider or reassess” its 
stance on rates in the middle of next 

Fixed income

Gilts rally after BoE’s chief economist 
signals willingness to cut rates in 2024

year, depending on how the economic 
prospects evolved. 

“Huw Pill’s dovish comments over-
night have given fresh fuel to the gilt 
rally, causing the market to price even 
more in the way of rate cuts,” noted 
Daniela Russell, head of UK rates strat-
egy at HSBC.

“It was a bit of a surprise to hear him 
validate market expectations for cuts in 

the middle of next year and it marks a 
change from the persistent higher for 
longer narrative that we’d heard up 
until that point,” she added.

Benchmark 10-year gilt yields fell 0.11 
percentage points yesterday to just 
below 4.27 per cent, the lowest level 
since September, while sterling fell 0.3 
per cent against the dollar to $1.23.

Government bonds across the US and 
Europe have rallied sharply over the 
past week after a string of weaker than 

‘It marks a change from 
the persistent higher for 
longer narrative that we’d 
heard up until that point’

Anxiety about Turkey’s economic 
trajectory had eased since May 

The IMF said it had also upgraded its 
forecast for China’s growth next year 
from 4.2 per cent to 4.6 per cent, but 
cautioned that weakness in the property 
sector and subdued external demand 
would persist.

Over the medium term, GDP growth 
was projected to decline gradually to 
about 3.5 per cent by 2028 because of 
weak productivity and an ageing popu-
lation, said Gopinath.

“A strategy to contain the risks from 
the ongoing property sector adjustment 
and manage local government debt is 
needed to lift sentiment and boost near-
term prospects,” the fund said. “Sup-
portive macroeconomic policies should 
complement these efforts.”

But at a Hong Kong investor confer-
ence yesterday, one of the territory’s 
flagship events for the global financial 
community, China’s top officials said 
they were not “too” worried about the 
country’s economy. 

He Lifeng, China’s vice-premier and a 
powerful Communist party official 

overseeing China’s economic and 
finance affairs, said in a pre-recorded 
message that China would achieve
its official growth target of 5 per cent
this year.

“You may ask me, are you worried?” 
said another official, Zhang Qingsong, 
deputy governor at the People’s Bank of 
China, who attended in person, on 
China’s economy. 

“Not too much,” he told the event, 
which was attended by some of the most 
powerful executives in global finance, 
including Morgan Stanley’s James Gor-
man, Goldman Sachs’s David Solomon, 
Citadel’s Ken Griffin, and Mark Rowan 
of Apollo Global Management.

Zhang said China’s economic funda-
mentals were stable and its government 
debt was “lower than [in] many other 
advanced economies”. 

Many of China’s largest developers 
have defaulted on their debts, prompt-
ing calls for a sector-wide bailout. But 
Zhang described this as “a natural selec-
tion and market-clearing process”.

Zhang added: “Having said that, we 
need to carefully manage the pace to 
avoid a sharp downturn and unintended 
consequences . . . I prefer to let the mar-
ket play its role but do policy adjust-
ments if necessary. We are quite opti-
mistic about the future of China’s prop-
erty market.” 

The positive messaging from regula-
tors came after one-third of listed Chi-
nese companies reported third-quarter 
results that fell short of expectations — 
the most in half a decade, according to 
an analysis by Morgan Stanley.

China’s benchmark CSI 300 index has 
fallen more than 6 per cent this year.

But Wang Jianjun, vice-chair of the 
China Securities Regulatory Commis-
sion, the market watchdog, said the 
domestic debt and equity markets were 
“full of opportunities right now”.

Wang added: “It’s never too late to 
catch the China train — you can still ride 
the dragon to heaven.” 

China’s exports dropped 6.4 per cent 
in October compared with the same 
period a year earlier, the sixth consecu-
tive month of declines and worse than a 
Reuters survey of analysts that forecast 
a 3 per cent fall. 

In one positive sign, China’s imports 
expanded year-on-year for the first time 
since February, rising 3 per cent.

“The disappointing exports point
to external headwinds to the still
fragile recovery while the much better 
than expected imports suggest domes-
tic demand could be bottoming out
on policy support,” said Citi analysts in
a note.
Additional reporting by Chan Ho-him in 
Hong Kong and Tom Hale in Shanghai
See Markets Insight 

CHENG LENG, HUDSON LOCKETT
AND KAYE WIGGINS — HONG KONG
JOE LEAHY — BEIJING

The IMF has raised its forecasts for 
China’s economic growth, citing 
stronger policy support from Beijing, as 
Chinese regulators used a gathering of 
top Wall Street heads in Hong Kong to 
push back against investor gloom over 
the country.

The fund said China’s gross domestic 
product would grow 5.4 per cent in 
2023, upgrading its previous forecast of 
5 per cent. 

It came as China released weaker than 
expected export data, adding to recent 
mixed readings on retail spending, 
manufacturing and consumer prices.

“The authorities have introduced 
numerous welcome measures to sup-
port the property market,” the IMF’s 
first deputy managing director, Gita 
Gopinath, said. 

“But more is needed to secure a 
quicker recovery and lower economic 
costs during the transition.” 

Beijing has been battling to improve 
confidence in the economy, which has 
struggled to rebound after stringent 
Covid-19 lockdowns last year, a prop-
erty sector meltdown, and weakness in 
export industries.

Foreign investors have dumped tens 
of billions of dollars worth of Chinese 
stocks and bonds this year — a trend 
exacerbated by much higher interest 
rates in the US.

Beijing officials optimistic but 

analysts say weak export data 

shows recovery is still fragile

‘It’s never 
too late to 
catch the 
China train 
— you can 
still ride the 
dragon to 
heaven’ 

Shanghai 
surprise: China’s 
economic 
activity will
be higher than 
previously 
expected by IMF 
calculations 
Wang Gang/VCG/Getty

Equities. Investor sentiment

IMF upgrades China growth 
outlook amid policy support

Chinese economy flirts
with deflation

Sources: LSEG; Chinese National Bureau of Statistics

China CPI (%)

China’s stock market has fallen
6% this year on growth fears
CSI 300 index
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Albemarle, the largest lithium com-
pany, has warned it could lose market 
share to Chinese producers after a 
$4.2bn deal to buy an Australian rival 
foundered and a collapse in prices 
prompted a pullback on growth plans.

The US company last week revealed a 
review entailing a reduction and reor-
dering of its capital expenditure plans in 
response to investor concerns over 
spending during a market downturn.

Last month, Gina Rinehart, Aus-
tralia’s richest woman, wrecked Albe-
marle’s bid to take over Liontown 
Resources, a crucial acquisition for the 
company to grow its pool of resources 
after she built up a strategic stake.

Kent Masters, chief executive of Albe-
marle, acknowledged the group would 
be likely to lose market share to Chinese 
rivals as plummeting prices for the 
metal vital to batteries in electric cars 
have led it to pursue a more conserva-
tive approach.

“We’re being a little more cautious 
and investing behind the market, so 
there’s a risk we lose that share,” he said. 
“This will probably be helpful for Chi-
nese suppliers.”

Albemarle is on course to hold a 13 per 
cent share of the global market this year 
versus 63 per cent for Chinese compa-
nies, according to Fastmarkets, while it 

is the biggest lithium group by market 
capitalisation.

The scaling back of growth plans by 
Albemarle highlights a dilemma facing 
western metals groups as they struggle 
to invest while commodity prices fall. In 
contrast, Chinese companies are push-
ing ahead with development plans. 

Analysts say the inability of western 
groups to invest when cash flows drop is 
creating a problem for the US and 
Europe in the race against Beijing for 
critical minerals in the EV supply chain.

Despite the bumper profits over the 
previous two years, lithium producers 
have huge outlays of spending to meet 
forecasts of a big jump in demand. 

Albemarle predicts the market will 
increase fourfold by 2030.

Lithium prices have dropped more 
than 70 per cent this year to just over 
$22,000 a tonne, according to Bench-
mark Mineral Intelligence, on weak EV 
demand in China and the battery supply 
chain using up stockpiled material 
rather than buying fresh material.

As a result, net income for Albemarle 
tumbled 65 per cent to $320mn in the 
third quarter and cut its annual sales 
growth forecast from 40-55 per cent 
three months ago to 30-35 per cent. 

Executives at Albemarle said they 
were puzzled as to why lithium prices 
have fallen so low, given that they 
believe EV demand remains strong. 

Albemarle says global sales in 2023 
are on track to hit almost 15mn units, up 
more than 40 per cent year on year.

Commodities

Chinese rivals 
pose risk to 
Albemarle’s 
lithium share

‘We’re being a little more 
cautious and investing 
behind the market’
Kent Masters, chief executive

Our global
team gives you 
market-moving 
news and views, 
24 hours a day
ft.com/markets
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W hile Chinese policymak-
ers debate over whether 
or not debt levels will 
limit the country’s abil-
ity to maintain many 

more years of high, investment-driven 
economic growth, it’s not just internal 
constraints that matter. External ones 
will count just as much, even if they are 
less discussed both inside and outside 
China and less well understood.

Some simple arithmetic is useful here. 
Investment accounts for roughly 24 per 
cent of global gross domestic product, 
and consumption the remaining 76 per 
cent. Even in the highest investing econ-
omies, the actual investment share of 
GDP rarely exceeds 32-34 per cent, 
except for short periods of time.

China, however, is an extreme outlier. 
Investment last year accounted for 
about 43 per cent of its GDP and has 
averaged well over 40 per cent for the 
past 30 years. Consumption, on the 
other hand, accounts for roughly 54 per 
cent of China’s GDP (with its trade sur-
plus making up the balance).

Put another way, while China 
accounts for 18 per cent of global GDP, it 
accounts for only 13 per cent of global 
consumption and an astonishing 32 per 
cent of global investment. 

Every dollar of investment in the glo-
bal economy is balanced by $3.2 dollars 
of consumption and by $4.1 in the world 
excluding China. In China, however, it is 
offset by only $1.3 of consumption.

What is more, if China were to grow by 
4-5 per cent a year on average for the 
next decade, while maintaining its cur-
rent reliance on investment to drive that 
growth, its share of global GDP would 
rise to 21 per cent over the decade but its 
share of global investment would rise 
much more — to 37 per cent. 

Global constraints 
threaten higher 
Chinese growth

Alternatively, if we assume that every 
dollar of investment globally should 
continue to be balanced by roughly $3.2 
dollars of consumption, the rest of the 
world would have to cut the investment 
share of its own GDP by a full percentage 
point a year to accommodate China.

Is that likely? Probably not, given that 
the US, India, the EU and several other 
major economies have made very 
explicit their intentions to expand the 
role of investment in their economies. 

But without this kind of accommoda-
tion from the rest of the world, any 
major expansion in China’s share of glo-
bal investment risks generating much 

more global supply than demand. It will 
be especially painful for low-consuming 
economies that will be competing pro-
ducers, even perhaps for China itself.

The imbalance may be an even bigger 
problem when we consider that, since 
2021, China has been shifting invest-
ment away from the bloated property 
sector towards infrastructure and man-
ufacturing. In the past two years, while 
investment in China’s property sector 
has declined — and is expected to fall 
further — total investment hasn’t. 

This is in part because of an increase 
in the amount of investment directed by 
Beijing into industry and manufactur-
ing. The result has been — after a decade 
of decline — a rising manufacturing 
share of China’s GDP.

But if China’s share of global GDP rises 

A major expansion in its 
share of global investment 
risks generating much 
more supply than demand

Sinking to the bottom of the S&P 500 
index was industrial gases group Air 
Products and Chemicals, which reported 
an 11 per cent year-on year slide in 
quarterly sales to $3.2bn — almost 5 per 
cent below market estimates.

Datadog, a monitoring platform for 
cloud apps, jumped on the back of a 
chunky earnings beat, with the group 
posting third-quarter earnings of 45 
cents per share, more than 30 per cent 
above analysts' estimates.

A revenue projection of $564mn to 
$568mn for this quarter also comfortably 
surpassed the $545.5mn that Wall Street 
was expecting.

TripAdvisor became the latest tourism-
linked group to post robust results, 
benefiting from a post-pandemic demand 
for excursions. 

The online travel group rose sharply on 
reporting third-quarter revenue of 
$533mn, up 16 per cent year on year, 
while an underlying profit of $127mn was 
13 per cent ahead of expectations.

Sector peers Expedia, Airbnb and 
Booking rose in tandem after the update.

A downgrade weighed on Sonos, the 
speaker and soundbar maker, which had 
its rating lowered from “buy” to “neutral” 
by Bank of America.

The broker said the premium brand 
was not immune to industry-wide 
headwinds. Ray Douglas

Wall Street LondonEurope

Spanish parent company Telefónica sent 
Telefónica Deutschland soaring on news 
that it was seeking to buy the shares it 
did not already own in the German group.

The Madrid-based company, which 
directly or indirectly held a 71.8 per cent 
stake, offered €2.35 per share for 
remaining holdings — nearly 37 per cent 
above Monday's closing price.

The rationale behind the move was 
based on a “strong” commitment to 
Germany's “attractive and stable” market, 
said Telefónica, and “efforts to simplify 
the group's structure”.

Forecast-beating results buoyed 
Sweden's Sinch, with the cloud computing 
group posting a 5 per cent year-on-year 
rise in core profits to SKr848mn ($77.5mn) 
in the third quarter — more than 3 per 
cent ahead of analysts' estimates.

Laurinda Pang, chief executive, said it 
could again turn its attention “towards 
growth” having stabilised margins and 
“significantly” reduced its leverage.

Finland's Outokumpu fell sharply on 
reporting adjusted core profits of €51mn 
in the quarter, down 83 per cent year on 
year and 45 per cent below consensus 
expectations, said Citi.

Heikki Malinen, chief executive, said 
the market environment in Europe “was 
even more difficult than during the 
pandemic”, prompting a move to cut 
about 200 jobs in Germany. Ray Douglas

Heading the FTSE 100 index was insurer 
Beazley, which posted a 9 per cent rise in 
gross written premiums for the nine 
months to September 30, helped by “very 
strong” property growth, noted Numis.

Beazley was joined by Associated 
British Foods at the top of the blue-chip 
benchmark.

The Primark owner announced plans to 
buy back a further £500mn of stock and 
unveiled a special dividend of 12.7p per 
share on top of its 33.1p final payout.

This came on the back of a 4 per cent 
rise in underlying operating profit to 
£1.5bn for its financial year, helped by 
“carefully selected price increases” and 
“good footfall”, it said.

Timepiece retailer Watches of 
Switzerland topped the FTSE 250 mid-
cap index following the release of a 
reassuring update, said Jefferies.

During the quarter, WofS achieved
11 per cent sales growth on a constant 
currency basis in the US and set out plans 
to more than double sales and profits
by 2028.

The Restaurant Group retreated after 
disclosing that the owner of 
PizzaExpress, Wheel Topco, would not be 
making an offer for the Wagamama 
owner “due to market conditions”, it said.

TRG said last month it had received a 
request for diligence information from 
Wheel Topco. Ray Douglas

beaten “muted” revenue expectations, 
they said, but higher financing costs will 
eventually “crunch earnings and profit 
margins”. 

The increasingly gloomy global outlook 
is also weighing on crude oil prices, which 
fell to their lowest level since August 
despite the ongoing military actions in 
the Middle East. 

Brent crude, the global benchmark, 
dropped 3.6 per cent to $82.08 a barrel. 

Core government bond prices surged, 
reversing Monday's losses. 

Yields on 10-year US Treasuries fell 7 
basis points to 4.58 per cent while short- 

and long-dated UK gilt yields also 
plunged, reflecting higher prices. 

Rate-sensitive two-year gilt yields fell 
to their lowest level since June.

The dollar rallied, partially reversing a 
sell-off last week. The US Dollar index, a 
measure of the currency's strength 
against a basket of six global peers, 
strengthened 0.5 per cent.

The gauge had dropped roughly 1.7 per 
cent between Wednesday and Friday last 
week. But the world's de facto reserve 
currency remained 2.1 per cent higher 
since the start of the year, LSEG data 
showed. George Steer

UK gilt yields fall to lowest level since June
2-year gilt yield (%)

Source: Bloomberg
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over the next decade, driven by a con-
tinued reliance on manufacturing, how 
easily can the rest of the world absorb 
the country’s expansion? 

Currently, the manufacturing sector 
globally comprises roughly 16 per cent 
of the world’s GDP and as little as 11 per 
cent of the US economy. China is once 
again an outlier with a manufacturing 
share of GDP at 27 per cent — higher 
than that of any other major country.

If its economy were to grow over the 
next decade at 4-5 per cent a year even 
without a further increase in the manu-
facturing share of the country’s GDP, 
China’s share of global manufacturing 
will rise from 30 per cent to 37 per cent. 

Can the rest of the world absorb such 
an increase? Only if it is willing to 
accommodate the rise in Chinese manu-
facturing by allowing its own manufac-
turing share of GDP to decline by half a 
percentage point or more.

The point is that, without a major and 
politically difficult restructuring of its 
sources of growth away from invest-
ment and manufacturing and towards 
an increasing reliance on consumption, 
China cannot lift its share of global GDP 
without an accommodation from an 
increasingly reluctant rest of the world. 

Without that contentious accommo-
dation, the global economy would find it 
extremely difficult to absorb further 
Chinese growth.

Many more years of high growth in 
China are possible only if the country 
were to implement a major restructur-
ing of its economy in which a much 
greater role for domestic consumption 
replaces its over-reliance on investment 
and manufacturing.

Michael Pettis is a senior fellow at Carnegie 
China

3 Wall Street on track for seventh 
straight session of gains
3 European stocks fall along with indices 
in Asia on contrasting economic fortunes
3 Dollar rallies following last week’s
sell-off and oil prices decline

US stocks advanced yesterday, putting 
them on course for their seventh 
consecutive session of gains, as bullish 
investors snapped up risk assets in the 
hope that major central banks have 
finished raising interest rates. 

Wall Street's benchmark S&P 500 index 
added 0.2 per cent in afternoon New York 
trade, extending a run that began last 
Monday and that was given fresh impetus 
by the US Federal Reserve's decision to 
leave rates unchanged at a 22-year high. 

The index last rose seven days in a row 
in November 2021. 

The tech-heavy Nasdaq Composite 
gained 0.8 per cent, taking its gain since 
late October to more than 8 per cent. 

Equities across the Atlantic slipped, 
however, with the region-wide Stoxx 
Europe 600 losing 0.2 per cent and 
London's FTSE 100 down 0.1 per cent. 
Chinese and Japanese stocks also fell. 

The moves reflect the contrasting 
economic fortunes of each region, said 
analysts and investors. 

“Europe is getting worse, the US is at 
an inflection point and China hasn't 
managed to get going,” said Hani Redha, 
a portfolio manager at PineBridge 
Investments.

Even US stocks might soon feel the 
pinch from higher rates, however, 
according to analysts at BlackRock. 

Third-quarter results have so far 

What you need to know

The day in the markets

Markets update

US Eurozone Japan UK China Brazil
Stocks S&P 500 Eurofirst 300 Nikkei 225 FTSE100 Shanghai Comp Bovespa

Level 4379.32 1754.19 32271.82 7410.04 3057.27 119068.60

% change on day 0.31 -0.17 -1.34 -0.10 -0.04 0.54
Currency $ index (DXY) $ per € Yen per $ $ per £ Rmb per $ Real per $

Level 105.659 1.069 150.500 1.230 7.285 4.869

% change on day 0.422 -0.466 0.511 -0.726 0.093 -0.497
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond

Yield 4.587 2.659 0.872 4.439 2.676 11.123

Basis point change on day -3.510 -8.000 0.290 -10.700 1.000 -6.400
World index, Commods FTSE All-World Oil - Brent Oil - WTI Gold Silver Metals (LMEX)

Level 438.47 82.25 78.02 1984.60 23.21 3672.80

% change on day -0.15 -3.44 -3.46 -0.49 2.52 1.02
Yesterday's close apart from: Currencies = 16:00 GMT; S&P, Bovespa, All World, Oil = 17:00 GMT; Gold, Silver = London pm fix. Bond data supplied by Tullett Prebon.

Main equity markets

S&P 500 index Eurofirst 300 index FTSE 100 index

| | | | | | | | | | | | | | | | | | | |

Sep 2023 Nov
4000

4160

4320

4480

4640

| | | | | | | | | | | | | | | | | | | |

Sep 2023 Nov
1680

1760

1840

| | | | | | | | | | | | | | | | | | | |

Sep 2023 Nov
7200

7360

7520

7680

7840

Biggest movers
% US Eurozone UK

U
p

s

Gen Digital 8.54

Expedia 7.75

Match 4.92

Adobe 3.30

Bio-rad Laboratories Incclass A 3.21

Amadeus It 4.91

Deutsche Boerse 3.80

Cap Gemini 2.99

Sap 2.38

Novozymes 2.10

Beazley 7.08

Associated British Foods 6.84

Ocado 3.81

Frasers 3.03

Natwest 2.85

%

D
ow

n
s

Air Products & Chemicals -10.94

Emerson Electric Co -7.68

Constellation Energy -4.52

Marathon Oil -4.27

Eqt -4.04
Prices taken at 17:00 GMT

Cnh Industrial -7.46

Klepierre -5.40

Casino Guichard -5.27

Oci -5.07

Galp Energia -4.92
Based on the constituents of the FTSE Eurofirst 300 Eurozone

Anglo American -3.54

Antofagasta -3.41

Endeavour Mining -2.42

Glencore -2.35

Centrica -2.30

All data provided by Morningstar unless otherwise noted.
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WORLD MARKETS AT A GLANCE FT.COM/MARKETSDATA

CChange during previous day’s trading (%)

S&P 500

0.31%

Nasdaq Composite

0.91%

Dow Jones Ind

0.20%

FTSE 100

-0.10%

FTSE Eurofirst 300

-0.17%

Nikkei

-1.34%

Hang Seng

-1.65%

FTSE All World $

-0.15%

$ per €

-0.466%

$ per £

-0.726%

¥ per $

0.511%

£ per €

0.231%

Oil Brent $ Sep

-2.08%

Gold $

-0.49%

Stock Market movements over last 30 days, with the FTSE All-World in the same currency as a comparison

AMERICAS EUROPE ASIA
Oct 08 - -  Index  All World Oct 08 - Nov 07  Index  All World Oct 08 - Nov 07  Index  All World Oct 08 - Nov 07  Index  All World Oct 08 - Nov 07  Index  All World Oct 08 - Nov 07  Index  All World

S&P 500 New York

4,335.66
4,379.32

Day 0.31% Month 1.66% Year 15.05%

Nasdaq Composite New York

13,484.24
13,642.30

Day 0.91% Month 1.59% Year 29.15%

Dow Jones Industrial New York

33,604.65
34,163.65

Day 0.20% Month 2.29% Year 4.10%

S&P/TSX COMP Toronto

19,246.07
19,568.71

Day -0.80% Month 1.79% Year 0.22%

IPC Mexico City

49,666.50
51,012.22

Day -0.82% Month 3.11% Year 0.89%

Bovespa São Paulo

113,284.08

118,828.49

Day 0.54% Month 4.28% Year 3.22%

FTSE 100 London

7,492.21
7,410.04

Day -0.10% Month -1.11% Year 1.04%

FTSE Eurofirst 300 Europe

1,761.15 1,754.19

Day -0.17% Month -0.57% Year 6.08%

CAC 40 Paris

7,021.40 6,986.23

Day -0.39% Month -1.05% Year 8.88%

Xetra Dax Frankfurt

15,128.11 15,156.42

Day 0.11% Month 2.96% Year NaN%

Ibex 35 Madrid

9,151.30
9,235.90

Day -0.06% Month 0.00% Year 16.28%

FTSE MIB Milan

27,682.06
28,395.90

Day -0.69% Month 2.10% Year 21.96%

Nikkei 225 Tokyo

31,075.36

32,271.82

Day -1.34% Month 4.09% Year 18.61%

Hang Seng Hong Kong

17,517.40 17,670.16

Day -1.65% Month 1.00% Year 9.35%

Shanghai Composite Shanghai

3,096.92 3,057.27

Day -0.04% Month -1.71% Year 1.79%

Kospi Seoul

2,408.73
2,443.96

Day -2.33% Month 1.46% Year 4.07%

FTSE Straits Times Singapore

3,166.51 3,173.81

Day -0.21% Month -0.19% Year 1.22%

BSE Sensex Mumbai

65,995.63
64,942.40

Day -0.03% Month -1.56% Year 6.59%
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)76(�$OO�6KDUH�3UHFLRXV�0HWDOV�DQG�0LQLQJ���� ������� ����� ������� ������� ������� ������� ���� ����� ������ ������ �������
)76(�$OO�6KDUH�&KHPLFDOV���� ������� ���� ������� ������� ������� �������� ���� ���� ����� ������ �������
)76(�$OO�6KDUH�2LO��*DV�DQG�&RDO����� ������� ����� ������� ������� ������� ������� ���� ���� ���� ������ ��������

)76(�6HFWRU�,QGLFHV
1RQ�)LQDQFLDOV������ ������� ����� ������� ������� ������� ������� ���� ���� ����� ������ �������

+RXUO\�PRYHPHQWV ���� ���� ����� ����� ����� ����� ����� ����� ����� +LJK�GD\ /RZ�GD\
)76(���� ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� �������
)76(���� �������� �������� �������� �������� �������� �������� �������� �������� �������� �������� ��������
)76(�6PDOO&DS ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� �������
)76(�$OO�6KDUH ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� �������
7LPH�RI�)76(�����'D\
V�KLJK����������'D\
V�/RZ���������)76(�������������+LJK����������������������/RZ���������������������
7LPH�RI�)76(�$OO�6KDUH�'D\
V�KLJK����������'D\
V�/RZ���������)76(�������������+LJK����������������������/RZ���������������������
)XUWKHU�LQIRUPDWLRQ�LV�DYDLODEOH�RQ�KWWS���ZZZ�IWVH�FRP�k�)76(�,QWHUQDWLRQDO�/LPLWHG��������$OO�5LJKWV�UHVHUYHG��ß)76(pß�LV�D�WUDGH�PDUN�RI�WKH
/RQGRQ�6WRFN�([FKDQJH�*URXS�FRPSDQLHV�DQG�LV�XVHG�E\�)76(�,QWHUQDWLRQDO�/LPLWHG�XQGHU�OLFHQFH��á�6HFWRU�3�(�UDWLRV�JUHDWHU�WKDQ����DUH�QRW�VKRZQ�
)RU�FKDQJHV�WR�)76(�)OHGJOLQJ�,QGH[�FRQVWLWXHQWV�SOHDVH�UHIHU�WR�ZZZ�IWVH�FRP�LQGH[FKDQJHV��â�9DOXHV�DUH�QHJDWLYH�

FT 30 INDEX  

1RY��� 1RY��� 1RY��� 1RY��� 2FW��� <U�$JR +LJK /RZ
)7��� ������� ������� ������� ������� ������� ���� ������� �������
)7����'LY�<LHOG � � � � � ���� ���� ����
3�(�5DWLR�QHW � � � � � ���� ����� �����
)7����KRXUO\�FKDQJHV

� � �� �� �� �� �� �� �� +LJK /RZ
������ ������ ������ ������ ������ ������ ������ ������ ������ ���� ������

)7���FRQVWLWXHQWV�DQG�UHFHQW�DGGLWLRQV�GHOHWLRQV�FDQ�EH�IRXQG�DW�ZZZ�IW�FRP�IW��

FT WILSHIRE 5000 INDEX SERIES  

1RY��� 1RY���

)7�:LOVKLUH����� ��������
)7�:LOVKLUH����� �������
)7�:LOVKLUH�0HJD�&DS �������
)7�:LOVKLUH�/DUJH�&DS �������

)7�:LOVKLUH�0LG�&DS �������
)7�:LOVKLUH�6PDOO�&DS �������
)7�:LOVKLUH�0LFUR�&DS �������

6RXUFH��:LOVKLUH��:LOVKLUH�$GYLVRUV�//&��:LOVKLUH��LV�DQ�LQYHVWPHQW�DGYLVRU�UHJLVWHUHG�ZLWK�WKH�6(&��)XUWKHU
LQIRUPDWLRQ�LV�DYDLODEOH�DW�KWWSV���ZZZ�ZLOVKLUH�FRP�VROXWLRQV�LQGH[HV���:LOVKLUHp�LV�D�UHJLVWHUHG�VHUYLFH
PDUN��&RS\ULJKW�k�����:LOVKLUH��$OO�ULJKWV�UHVHUYHG�

FTSE SECTORS: LEADERS & LAGGARDS  

<HDU�WR�GDWH�SHUFHQWDJH�FKDQJHV
$HURVSDFH�	�'HIHQVH �����
/HLVXUH�*RRGV �����
)RRG�3URGXFHUV �����
6RIWZDUH�	�&RPS�6HUY �����
)RRG�	�'UXJ�5HWDLOHU �����
0HGLD �����
&RQVWUXFW�	�0DWHULDO �����
*HQHUDO�5HWDLOHUV �����
&RQVXPHU�6HUYLFHV �����
7HFKQRORJ\ ����
,QGXVWULDOV ����
7UDYHO�	�/HLVXUH ����
2LO�	�*DV�3URGXFHUV ����
2LO�	�*DV ����
)LQDQFLDO�6HUYLFHV ����
*DV�:DWHU�	�0XOWL ����
)L[HG�/LQH�7HOHFRPPV ����

%DQNV ����
8WLOLWLHV ����
$XWRPRELOHV�	�3DUWV ����
+RXVHKROG�*RRGV�	�+R ����
%HYHUDJHV �����
)76(�����,QGH[ �����
121�),1$1&,$/6�,QGH[ �����
)76(�$OO^+<�`6KDUH�,QGH[ �����
)LQDQFLDOV �����
2LO�(TXLSPHQW�	�6HUY �����
1RQOLIH�,QVXUDQFH �����
6XSSRUW�6HUYLFHV �����
,QGXVWULDO�(QJ �����
7HOHFRPPXQLFDWLRQV �����
,QGXVWULDO�7UDQVSRUW �����
)76(�6PDOO&DS�,QGH[ �����
)76(�����,QGH[ �����
(OHFWURQLF�	�(OHF�(T �����

3KDUPDFH�	�%LRWHFK �����
+HDOWK�&DUH �����
(TXLW\�,QYHVW�,QVWU �����
5HDO�(VW�,QYHVW�	�7U �����
(OHFWULFLW\ �����
5HDO�(VW�,QYHVW�	�6H �����
0RELOH�7HOHFRPPV �����
3HUVRQDO�*RRGV �����
&RQVXPHU�*RRGV �����
+HDOWK�&DUH�(T�	�6UY ������
%HYHUDJHV ������
,QGXVWULDO�0HWDOV�	 ������
/LIH�,QVXUDQFH ������
0LQLQJ ������
%DVLF�0DWHULDOV ������
7REDFFR ������
&KHPLFDOV ������
7HFK�+DUGZDUH�	�(T ������

FTSE GLOBAL EQUITY INDEX SERIES  

1RY�� 1R�RI 86�� 'D\ 0WK <7' 7RWDO <7' *U�'LY
5HJLRQV�	�FRXQWULHV VWRFNV LQGLFHV � � � UHWQ � <LHOG

1RY�� 1R�RI 86�� 'D\ 0WK <7' 7RWDO <7' *U�'LY
6HFWRUV VWRFNV LQGLFHV � � � UHWQ � <LHOG

)76(�*OREDO�$OO�&DS ����� ������ ��� ��� ��� ������� ���� ���
)76(�*OREDO�$OO�&DS ����� ������ ��� ��� ��� ������� ���� ���
)76(�*OREDO�/DUJH�&DS ���� ������ ��� ��� ���� ������� ���� ���
)76(�*OREDO�0LG�&DS ���� ������ ���� ��� ��� ������� ��� ���
)76(�*OREDO�6PDOO�&DS ���� ������ ���� ��� ��� ������� ��� ���
)76(�$OO�:RUOG ���� ������ ��� ��� ��� ������ ���� ���
)76(�:RUOG ���� ������ ��� ��� ���� ������� ���� ���
)76(�*OREDO�$OO�&DS�H[�81,7('�.,1*'20�,Q ���� ������ ��� ��� ��� ������� ���� ���
)76(�*OREDO�$OO�&DS�H[�86$ ���� ������ ��� ��� ��� ������ ��� ���
)76(�*OREDO�$OO�&DS�H[�-$3$1 ���� ������ ��� ��� ��� ������� ���� ���
)76(�*OREDO�$OO�&DS�H[�(XUR]RQH ���� ������ ��� ��� ��� ������� ���� ���
)76(�'HYHORSHG ���� ������ ��� ��� ���� ������� ���� ���
)76(�'HYHORSHG�$OO�&DS ���� ������ ��� ��� ���� ������� ���� ���
)76(�'HYHORSHG�/DUJH�&DS ��� ������ ��� ��� ���� ������� ���� ���
)76(�'HYHORSHG�(XURSH�/DUJH�&DS ��� ������ ��� ��� ��� ������ ��� ���
)76(�'HYHORSHG�(XURSH�0LG�&DS ��� ������ ���� ��� ��� ������� ��� ���
)76(�'HY�(XURSH�6PDOO�&DS ��� ������ ���� ��� ���� ������� ���� ���
)76(�1RUWK�$PHULFD�/DUJH�&DS ��� ������ ��� ��� ���� ������� ���� ���
)76(�1RUWK�$PHULFD�0LG�&DS ��� ������� ���� ��� ��� ������� ��� ���
)76(�1RUWK�$PHULFD�6PDOO�&DS ���� ������� ���� ���� ��� ������� ��� ���
)76(�1RUWK�$PHULFD ��� ������ ��� ��� ���� ������ ���� ���
)76(�'HYHORSHG�H[�1RUWK�$PHULFD ���� ������ ��� ��� ��� ������ ��� ���
)76(�-DSDQ�/DUJH�&DS ��� ������ ��� ��� ���� ������ ���� ���
)76(�-DSDQ�0LG�&DS ��� ������ ��� ��� ��� ������ ��� ���
)76(�*OREDO�ZL�-$3$1�6PDOO�&DS ��� ������ ��� ��� ��� ������ ��� ���
)76(�-DSDQ ��� ������ ��� ��� ���� ������ ���� ���
)76(�$VLD�3DFLILF�/DUJH�&DS�H[�-DSDQ ���� ������ ��� ��� ���� ������� ��� ���
)76(�$VLD�3DFLILF�0LG�&DS�H[�-DSDQ ��� ������ ��� ��� ��� ������� ��� ���
)76(�$VLD�3DFLILF�6PDOO�&DS�H[�-DSDQ ���� ������ ��� ��� ��� ������ ��� ���
)76(�$VLD�3DFLILF�([�-DSDQ ���� ������ ��� ��� ���� ������� ��� ���
)76(�(PHUJLQJ�$OO�&DS ���� ������ ��� ��� ��� ������� ��� ���
)76(�(PHUJLQJ�/DUJH�&DS ���� ������ ��� ��� ���� ������� ��� ���
)76(�(PHUJLQJ�0LG�&DS ��� ������� ��� ��� ��� ������� ��� ���
)76(�(PHUJLQJ�6PDOO�&DS ���� ������ ��� ��� ��� ������� ��� ���
)76(�(PHUJLQJ�(XURSH ��� ������ ��� ���� ��� ������ ���� ���
)76(�/DWLQ�$PHULFD�$OO�&DS ��� ������ ���� ��� ���� ������� ���� ���
)76(�0LGGOH�(DVW�DQG�$IULFD�$OO�&DS ��� ������ ��� ��� ���� ������� ���� ���
)76(�*OREDO�ZL�81,7('�.,1*'20�$OO�&DS�,Q ��� ������ ��� ��� ��� ������ ��� ���
)76(�*OREDO�ZL�86$�$OO�&DS ���� ������� ��� ��� ���� ������� ���� ���
)76(�(XURSH�$OO�&DS ���� ������ ���� ��� ��� ������ ��� ���
)76(�(XUR]RQH�$OO�&DS ��� ������ ���� ��� ��� ������ ���� ���
)76(�('+(&�5LVN�(IILFLHQW�$OO�:RUOG ���� ������ ��� ��� ��� ������ ��� ���
)76(�('+(&�5LVN�(IILFLHQW�'HYHORSHG�(XURSH ��� ������ ���� ��� ��� ������ ��� ���
2LO�	�*DV ��� ������ ���� ��� ���� ������ ��� ���
2LO�	�*DV�3URGXFHUV �� ������ ���� ��� ��� ������ ��� ���

2LO�(TXLSPHQW�	�6HUYLFHV �� ������ ���� ��� ��� ������ ��� ���
%DVLF�0DWHULDOV ��� ������ ��� ��� ���� ������� ��� ���
&KHPLFDOV ��� ������ ��� ��� ���� ������� ��� ���
)RUHVWU\�	�3DSHU �� ������ ��� ��� ��� ������ ��� ���
,QGXVWULDO�0HWDOV�	�0LQLQJ ��� ������ ��� ��� ��� ������� ��� ���
0LQLQJ �� ������ ���� ��� ����� ������� ���� ���
,QGXVWULDOV ��� ������ ��� ��� ��� ������ ��� ���
&RQVWUXFWLRQ�	�0DWHULDOV ��� ������ ��� ��� ���� ������� ���� ���
$HURVSDFH�	�'HIHQVH �� ������ ���� ��� ��� ������� ��� ���
*HQHUDO�,QGXVWULDOV �� ������ ��� ��� ��� ������ ���� ���
(OHFWURQLF�	�(OHFWULFDO�(TXLSPHQW ��� ������ ��� ��� ���� ������ ��� ���
,QGXVWULDO�(QJLQHHULQJ ��� ������� ��� ���� ��� ������� ��� ���
,QGXVWULDO�7UDQVSRUWDWLRQ ��� ������ ���� ���� ���� ������� ��� ���
6XSSRUW�6HUYLFHV �� ������ ��� ���� ��� ������ ��� ���
&RQVXPHU�*RRGV ��� ������ ��� ��� ��� ������ ��� ���
$XWRPRELOHV�	�3DUWV ��� ������ ��� ���� ���� ������ ���� ���
%HYHUDJHV �� ������ ��� ��� ���� ������� ���� ���
)RRG�3URGXFHUV ��� ������ ��� ��� ���� ������� ���� ���
+RXVHKROG�*RRGV�	�+RPH�&RQVWUXFWLRQ �� ������ ��� ��� ��� ������ ��� ���
/HLVXUH�*RRGV �� ������ ��� ��� ���� ������ ���� ���
3HUVRQDO�*RRGV �� ������ ��� ��� ���� ������� ���� ���
7REDFFR �� ������ ���� ��� ���� ������� ���� ���
+HDOWK�&DUH ��� ������ ��� ���� ���� ������� ���� ���
+HDOWK�&DUH�(TXLSPHQW�	�6HUYLFHV ��� ������� ��� ���� ���� ������� ���� ���
3KDUPDFHXWLFDOV�	�%LRWHFKQRORJ\ ��� ������ ��� ���� ���� ������ ���� ���
&RQVXPHU�6HUYLFHV ��� ������ ��� ��� ���� ������ ���� ���
)RRG�	�'UXJ�5HWDLOHUV �� ������ ��� ��� ���� ������ ���� ���
*HQHUDO�5HWDLOHUV ��� ������� ��� ��� ���� ������� ���� ���
0HGLD �� ������ ���� ��� ���� ������ ���� ���
7UDYHO�	�/HLVXUH ��� ������ ��� ��� ��� ������ ���� ���
7HOHFRPPXQLFDWLRQ �� ������ ��� ��� ���� ������ ��� ���
)L[HG�/LQH�7HOHFRPPXQLDWLRQV �� ����� ���� ��� ���� ������ ��� ���
0RELOH�7HOHFRPPXQLFDWLRQV �� ������ ��� ��� ���� ������ ��� ���
8WLOLWLHV ��� ������ ���� ��� ���� ������ ���� ���
(OHFWULFLW\ ��� ������ ��� ��� ���� ������ ���� ���
*DV�:DWHU�	�0XOWLXWLOLWLHV �� ������ ���� ��� ���� ������ ���� ���
)LQDQFLDOV ��� ������ ���� ��� ��� ������ ��� ���
%DQNV ��� ������ ��� ��� ���� ������ ��� ���
1RQOLIH�,QVXUDQFH �� ������ ��� ��� ��� ������ ���� ���
/LIH�,QVXUDQFH �� ������ ��� ��� ���� ������ ���� ���
)LQDQFLDO�6HUYLFHV ��� ������ ���� ��� ��� ������ ��� ���
7HFKQRORJ\ ��� ������ ��� ��� ���� ������ ���� ���
6RIWZDUH�	�&RPSXWHU�6HUYLFHV ��� ������ ��� ��� ���� ������� ���� ���
7HFKQRORJ\�+DUGZDUH�	�(TXLSPHQW ��� ������ ��� ��� ���� ������ ���� ���
$OWHUQDWLYH�(QHUJ\ �� ����� ���� ���� ����� ������ ����� ���
5HDO�(VWDWH�,QYHVWPHQW�	�6HUYLFHV ��� ������ ��� ���� ���� ������ ���� ���
5HDO�(VWDWH�,QYHVWPHQW�7UXVWV ��� ������ ���� ��� ���� ������ ���� ���
)76(�*OREDO�/DUJH�&DS ���� ������ ��� ��� ���� ������� ���� ���

7KH�)76(�*OREDO�(TXLW\�6HULHV��ODXQFKHG�LQ�������FRQWDLQV�WKH�)76(�*OREDO�6PDOO�&DS�,QGLFHV�DQG�EURDGHU�)76(�*OREDO�$OO�&DS�,QGLFHV��ODUJH�PLG�VPDOO�FDS��DV�ZHOO�DV�WKH�HQKDQFHG�)76(�$OO�:RUOG�LQGH[�6HULHV��ODUJH�
PLG�FDS����SOHDVH�VHH�KWWSV���UHVHDUFK�IWVHUXVVHOO�FRP�3URGXFWV�LQGLFHV�+RPH�LQGH[ILOWHUJHLV"LQGH[1DPH *(,6$&	FXUUHQF\ 86'	UWQ &$3	VHJPHQW JOREDO�GHYHORSHGÙHPHUJLQJ��7KH�WUDGH�QDPHV�)XQGDPHQWDO�,QGH[p
DQG�5$),p�DUH�UHJLVWHUHG�WUDGHPDUNV�DQG�WKH�SDWHQWHG�DQG�SDWHQW�SHQGLQJ�SURSULHWDU\�LQWHOOHFWXDO�SURSHUW\�RI�5HVHDUFK�$IILOLDWHV��//&��86�3DWHQW�1RV����������������������������������������������3DWHQW�3HQGLQJ�3XEO�
1RV��86��������������$���86��������������$���86��������������$���86���������������$���:2��������������:2�������������$���:2��������������(31����������DQG�+.����������ß('+(&�ß�LV�D�WUDGH�PDUN
RI�('+(&�%XVLQHVV�6FKRRO�$V�RI�-DQXDU\��QG�������)76(�LV�EDVLQJ�LWV�VHFWRU�LQGLFHV�RQ�WKH�,QGXVWULDO�&ODVVLILFDWLRQ�%HQFKPDUN���SOHDVH�VHH�ZZZ�IWVH�FRP�LFE��)RU�FRQVWLWXHQW�FKDQJHV�DQG�RWKHU�LQIRUPDWLRQ�DERXW�)76(�
SOHDVH�VHH�ZZZ�IWVH�FRP��k�)76(�,QWHUQDWLRQDO�/LPLWHG��������$OO�5LJKWV�UHVHUYHG��ß)76(pß�LV�D�WUDGH�PDUN�RI�WKH�/RQGRQ�6WRFN�([FKDQJH�*URXS�FRPSDQLHV�DQG�LV�XVHG�E\�)76(�,QWHUQDWLRQDO�/LPLWHG�XQGHU�OLFHQFH�

FTSE 100 SUMMARY  

&ORVLQJ 'D\
V
)76(���� 3ULFH &KDQJH

&ORVLQJ 'D\
V
)76(���� 3ULFH &KDQJH

�,�*URXS�3/& ���� �����
$GPLUDO�*URXS�3/& ���� �����
$LUWHO�$IULFD�3/& ������ �����
$QJOR�$PHULFDQ�3/& ������ ������
$QWRIDJDVWD�3/& ������ ������
$VKWHDG�*URXS�3/& ���� �����
$VVRFLDWHG�%ULWLVK�)RRGV�3/& ���� ������
$VWUD]HQHFD�3/& ����� ������
$XWR�7UDGHU�*URXS�3/& ������ �����
$YLYD�3/& ������ �����
%	0�(XURSHDQ�9DOXH�5HWDLO�6�$� ������ ����
%DH�6\VWHPV�3/& ������ ����
%DUFOD\V�3/& ������ �����
%DUUDWW�'HYHORSPHQWV�3/& ������ ����
%HD]OH\�3/& ������ �����
%HUNHOH\�*URXS�+ROGLQJV��7KH��3/& ���� �����
%3�3/& ������ ������
%ULWLVK�$PHULFDQ�7REDFFR�3/& ���� ����
%W�*URXS�3/& ������ �����
%XQ]O�3/& ���� �����
%XUEHUU\�*URXS�3/& ���� �����
&HQWULFD�3/& ������ �����
&RFD�&ROD�+EF�$* ���� �����
&RPSDVV�*URXS�3/& ���� �����
&RQYDWHF�*URXS�3/& ������ ����
&URGD�,QWHUQDWLRQDO�3/& ���� �����
'FF�3/& ���� �����
'HFKUD�3KDUPDFHXWLFDOV�3/& ���� �����
'LDJHR�3/& ���� �����
'LSORPD�3/& ���� �����
(QGHDYRXU�0LQLQJ�3/& ���� ������
(QWDLQ�3/& ������ ����
([SHULDQ�3/& ���� �����
)	&�,QYHVWPHQW�7UXVW�3/& ������ ����
)OXWWHU�(QWHUWDLQPHQW�3/& ����� �������
)UDVHUV�*URXS�3/& ������ �����
)UHVQLOOR�3/& ������ �����
*OD[RVPLWKNOLQH�3/& ������ �����
*OHQFRUH�3/& ������ ������
+DOHRQ�3/& ������ ����
+DOPD�3/& ���� �����
+DUJUHDYHV�/DQVGRZQ�3/& ������ �����
+LNPD�3KDUPDFHXWLFDOV�3/& ���� ������
+RZGHQ�-RLQHU\�*URXS�3/& ������ ����
+6%&�+ROGLQJV�3/& ������ �����
,PL�3/& ���� ����
,PSHULDO�%UDQGV�3/& ������ ����
,QIRUPD�3/& ������ ����
,QWHUFRQWLQHQWDO�+RWHOV�*URXS�3/& ���� �����
,QWHUQDWLRQDO�&RQVROLGDWHG�$LUOLQHV�*URXS�6�$� ������ ����

,QWHUWHN�*URXS�3/& ���� �����
-G�6SRUWV�)DVKLRQ�3/& ������ ����
.LQJILVKHU�3/& ������ �����
/DQG�6HFXULWLHV�*URXS�3/& ������ ����
/HJDO�	�*HQHUDO�*URXS�3/& ������ �����
/OR\GV�%DQNLQJ�*URXS�3/& ����� �����
/RQGRQ�6WRFN�([FKDQJH�*URXS�3/& ���� ������
0	*�3/& ������ �����
0DUNV�$QG�6SHQFHU�*URXS�3/& ������ ����
0HOURVH�,QGXVWULHV�3/& ������ �����
0RQGL�3/& ������ �
1DWLRQDO�*ULG�3/& ������ ����
1DWZHVW�*URXS�3/& ������ ����
1H[W�3/& ���� ������
2FDGR�*URXS�3/& ������ �����
3HDUVRQ�3/& ������ �����
3HUVKLQJ�6TXDUH�+ROGLQJV�/7' ���� �����
3KRHQL[�*URXS�+ROGLQJV�3/& ������ �����
3UXGHQWLDO�3/& ������ ����
5HFNLWW�%HQFNLVHU�*URXS�3/& ���� �����
5HO[�3/& ���� �����
5HQWRNLO�,QLWLDO�3/& ������ ����
5LJKWPRYH�3/& ������ ����
5LR�7LQWR�3/& ���� �������
5ROOV�5R\FH�+ROGLQJV�3/& ������ ����
5V�*URXS�3/& ������ �����
6DJH�*URXS�3/& ������ �����
6DLQVEXU\��-��3/& ������ ����
6FKURGHUV�3/& ������ ����
6FRWWLVK�0RUWJDJH�,QYHVWPHQW�7UXVW�3/& ������ �����
6HJUR�3/& ������ �����
6HYHUQ�7UHQW�3/& ���� ����
6KHOO�3/& ���� ������
6PLWK�	�1HSKHZ�3/& ������ ����
6PLWK��'V��3/& ������ ����
6PLWKV�*URXS�3/& ������ ����
6PXUILW�.DSSD�*URXS�3/& ���� �����
6SLUD[�6DUFR�(QJLQHHULQJ�3/& ���� �����
6VH�3/& ������ �����
6W��-DPHV
V�3ODFH�3/& ������ ����
6WDQGDUG�&KDUWHUHG�3/& ������ �����
7D\ORU�:LPSH\�3/& ������ ����
7HVFR�3/& ������ ����
8QLOHYHU�3/& ���� �����
8QLWH�*URXS�3/& ������ �����
8QLWHG�8WLOLWLHV�*URXS�3/& ������ ����
9RGDIRQH�*URXS�3/& ����� �����
:HLU�*URXS�3/& ������ �����
:KLWEUHDG�3/& ���� �����
:SS�3/& ������ �����

UK STOCK MARKET TRADING DATA  

1RY��� 1RY��� 1RY��� 1RY��� 1RY��� <U�$JR
2UGHU�%RRN�7XUQRYHU��P� ����� ������ ������ ������ ������ ������
2UGHU�%RRN�%DUJDLQV ��������� ��������� ��������� ��������� ��������� ���������
2UGHU�%RRN�6KDUHV�7UDGHG��P� ������� ������� ������� ������� ������� �������
7RWDO�(TXLW\�7XUQRYHU��eP� ������� �������� �������� �������� ������� �������
7RWDO�0NW�%DUJDLQV ���������� ���������� ���������� ���������� ���������� ����������
7RWDO�6KDUHV�7UDGHG��P� ������� ������� ������� ������� ������� �������
��([FOXGLQJ�LQWUD�PDUNHW�DQG�RYHUVHDV�WXUQRYHU��8.�RQO\�WRWDO�DW��SP��Á�8.�SOXV�LQWUD�PDUNHW�WXUQRYHU���X��8QDYDOLDEOH�
�F��0DUNHW�FORVHG�

$OO�GDWD�SURYLGHG�E\�0RUQLQJVWDU�XQOHVV�RWKHUZLVH�QRWHG��$OO�HOHPHQWV�OLVWHG�DUH�LQGLFDWLYH�DQG�EHOLHYHG
DFFXUDWH�DW�WKH�WLPH�RI�SXEOLFDWLRQ��1R�RIIHU�LV�PDGH�E\�0RUQLQJVWDU�RU�WKH�)7��7KH�)7�GRHV�QRW�ZDUUDQW�QRU
JXDUDQWHH�WKDW�WKH�LQIRUPDWLRQ�LV�UHOLDEOH�RU�FRPSOHWH��7KH�)7�GRHV�QRW�DFFHSW�UHVSRQVLELOLW\�DQG�ZLOO�QRW�EH
OLDEOH�IRU�DQ\�ORVV�DULVLQJ�IURP�WKH�UHOLDQFH�RQ�RU�XVH�RI�WKH�OLVWHG�LQIRUPDWLRQ�
)RU�DOO�TXHULHV�H�PDLO�IW�UHDGHU�HQTXLULHV#PRUQLQJVWDU�FRP

'DWD�SURYLGHG�E\�0RUQLQJVWDU�_�ZZZ�PRUQLQJVWDU�FR�XN

UK RIGHTS OFFERS  

$PRXQW /DWHVW
,VVXH SDLG UHQXQ� FORVLQJ
SULFH XS GDWH +LJK /RZ 6WRFN 3ULFH�S �RU�
7KHUH�DUH�FXUUHQWO\�QR�ULJKWV�RIIHUV�E\�DQ\�FRPSDQLHV�OLVWHG�RQ�WKH�/6(�

UK COMPANY RESULTS  

&RPSDQ\ 7XUQRYHU 3UH�WD[ (36�S� 'LY�S� 3D\�GD\ 7RWDO
*UHDWODQG�*ROG 3UH ����� ����� ������/ ������/ �����/ �����/ ������� ������� � ����� �����
6FRWWLVK�0RUWJDJH�,QYHVWPHQW�7UXVW ,QW �������/ ��������/ ������/ �������/ ������� ������� 'HF��� ����� �����

Figures in £m. Earnings shown basic. Figures in light text are for corresponding period year earlier.
For more information on dividend payments visit www.ft.com/marketsdata

UK RECENT EQUITY ISSUES  

,VVXH ,VVXH 6WRFN &ORVH 0NW
GDWH SULFH�S� 6HFWRU FRGH 6WRFN SULFH�S� ��� +LJK /RZ &DS��eP�

†Placing price. *Intoduction. ÁWhen issued. Annual report/prospectus available at www.ft.com/ir
For a full explanation of all the other symbols please refer to London Share Service notes.
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$XVWUDOLD��$��
$1=�%DQN ����� ����� ����� ����� ���� ����� ��������
%+3�*URXS ����� ���� ����� ����� ���� ����� ���������
&PZ%N$X ������ ����� ������ ����� ���� ����� ���������
&6/ ������ ����� ������ ������ ���� ����� ��������
1DW$XV%N ����� ����� ����� ����� ���� ����� ��������
7HOVWUD ���� ���� ���� ���� ���� ����� ��������
:HVIDUPHUV ����� ���� ����� ����� ���� ����� ��������
:HVWSDF�%DQN ����� ����� ����� ����� ���� ����� ��������
:RROZRUWKV ����� ����� ����� ����� ���� ����� ��������
%HOJLXP��é�
$Q%VK,Q%Y ����� ���� ����� ����� ���� ����� ���������
.%&�*US ����� ����� ����� ����� ���� ���� ��������
%UD]LO��5��
$PEHY ����� ���� ����� ����� ���� ����� ��������
%UDGHVFR ����� ���� ����� ����� ���� ����� ��������
&LHOR ���� ���� ���� ���� ���� ���� �������
,WDX+OG)LQ ����� ���� ����� ����� ���� ���� ��������
3HWUREUDV ����� ����� ����� ����� ����� � ��������
9DOH ����� ����� ����� ����� ���� ���� ��������
&DQDGD��&��
%DXVFK�+OWK ����� ����� ����� ���� � ������ �������
%&( ����� ����� ����� ����� ���� ����� ��������
%N0RQWUOƇ ������ ����� ������ ������ ���� ����� ��������
%N1YD6 ����� ����� ����� ����� ���� ���� ��������
%URRNILHOG ����� ����� ����� ����� ���� ������ ��������
&DQDG3F5 ������ ����� ������ ����� ���� ����� ��������
&DQ,PS ����� ����� ����� ����� ���� ����� ��������
&DQ1DW5V ����� ����� ����� ����� ���� ����� �������
&DQ1DW5\ ������ ����� ������ ������ ���� ����� �������
(QEULGJH ����� ���� ����� ����� ���� ����� ��������
*W:HV/LI ����� ����� ����� ����� ���� ����� ��������
,PS2LO ����� ����� ����� ����� ���� ���� ��������
0DQXOLIH ����� ����� ����� ����� ���� ���� ��������
1XWULHQ ����� ����� ������ ����� ���� ���� ��������
5\O%N&Ƈ ������ ����� ������ ������ ���� ����� ���������
6+23 ����� ���� ����� ����� � ������ ��������
6XQFRU�(Q ����� ����� ����� ����� ���� ���� ��������
7KP5HXW ������ ���� ������ ������ ���� ����� �������
7QWR'RP ����� ����� ����� ����� ���� ����� ���������
7UQ&DQ ����� ����� ����� ����� ���� ����� ��������
&KLQD��+.��
$JULF%N&K ���� ����� ���� ���� � ���� ��������
%N�&KLQD ���� ����� ���� ���� ���� ���� ��������
%NRI&RPP ���� ����� ���� ���� ���� ���� ��������
%2(�7HFK ���� ����� ���� ���� � ���� �����
&K�&RPV�&RQV ���� ����� ���� ���� ���� ���� �������
&K�(YUEUJKW ���� ����� ���� ���� ���� ���� �������
&K�5DLO�&RQV ���� ����� ���� ���� ���� ���� �������
&K�5DLO�*S ���� ����� ���� ���� ���� ���� �������
&K&RQVW%N ���� ����� ���� ���� ���� ���� ���������
&KLQD�9DQNH ���� ����� ����� ���� ����� ���� �������
&KLQD&LWLF ���� ����� ���� ���� ���� ���� �������
&KLQD/LIH ����� ����� ����� ���� ���� ����� ��������
&KLQD0%DQN ����� ����� ����� ����� ���� ���� ��������
&KLQD0RE ����� ����� ����� ����� ���� ���� ���������
&KLQD3F,QV ����� ����� ����� ����� ���� ���� �������
&K0LQVKHQJ ���� ����� ���� ���� ���� ���� �������
&K0UFK6HFV ����� � ����� ����� ���� ����� ��������
&KQD�8WG�&RPV ���� � ���� ���� ���� ����� ��������
&K6KHQ(J\ ����� ���� ����� ����� ����� ���� ��������
&K6KSEOGQJ ���� ����� ���� ���� ���� ������ ��������
&K6W&RQ(QJ ���� ����� ���� ���� ���� ���� ��������
&K8QF+. ���� ���� ���� ���� ���� ���� ��������
&11&�,QWO ���� ����� ���� ���� ���� ����� ��������
&65 ���� ����� ���� ���� ���� ���� ������
'DTLQ ���� ���� ���� ���� � ����� ��������
*XRVHQ6HF ���� ���� ����� ���� ���� ����� �������
+DLWRQJ6HFV ���� ����� ���� ���� ���� ����� ������
+QJ]K�+LN9'7 ����� ����� ����� ����� ���� ����� ��������
+XQQJ�3ZU ���� ����� ���� ���� � ������ �������
,0�%DRWRX�6WO ���� ����� ���� ���� � ����� �������
,Q	&P%N&K ���� ����� ���� ���� ���� ���� ��������
,QGVWUO%N ����� ����� ����� ����� ���� ���� ��������
.ZHLFKRZ ������� ������ ���� ���� ���� ����� ���������
0LGHD ���� ���� ���� ���� � ����� �����
1HZ�&K�/LIH�,QV ����� ����� ����� ����� ���� ���� �������
3HWUR&KLQD ���� ���� ���� ���� ���� ���� ��������
3LQJ$Q,QV ����� ����� ����� ����� ���� ���� ��������
3QJ$Q%QN ����� ����� ����� ����� ���� ���� ��������
3ZU�&RQV�&RUS ���� ����� ���� ���� ���� ���� �������
6DLF0WU ����� ����� ����� ����� ���� ����� �������
6KHQZDQ+RQJ ���� ���� ���� ���� � ���� �����
6KJ3GJ%N ���� ����� ���� ���� ���� ���� ��������
6LQRSHF�&RUS ���� ����� ���� ���� ���� ���� ��������
6LQRSHF�2LO ���� ����� ���� ���� � ����� �������
'HQPDUN��NU�
'DQVNH%N ������ ����� ������ ������ � ������ ��������
0ROOHU0UVN ���� ������� ����� ���� ����� ���� ��������
1RYR% ������ ���� ������ ������ ���� ����� ���������

)LQODQG��é�
1RNLD ���� ���� ���� ���� ���� ���� ��������
6DPSR$ ����� ���� ����� ����� ���� ����� ��������
)UDQFH��é�
$LUEXV�*USH ������ ���� ������ ������ ���� ����� ���������
$LU/LTXLGH ������ ����� ������ ������ ���� ����� ��������
$;$ ����� ����� ����� ����� ���� ���� ��������
%13�3DULE ����� ����� ����� ����� ���� ���� ��������
&KULVWLDQ'LRU ������ ���� ������ ������ ���� ����� ���������
&UHG�$JU ����� ����� ����� ���� ���� ���� ��������
'DQRQH ����� ���� ����� ����� ���� ����� ��������
(') ����� � ����� ���� ���� ����� ��������
(QJLH�6$ ����� ���� ����� ����� ���� ����� ��������
(VVLORU/X[RWWLFD ������ ���� ������ ������ ���� ����� ��������
+HUPHV�,QWO ������ ���� ������ ���� ���� ����� ���������
/2UHDO ������ ���� ������ ������ ���� ����� ���������
/90+ ������ ���� ������ ������ ���� ����� ���������
2UDQJH ����� ����� ����� ���� ���� ����� ��������
3HUQRG5LF ������ ����� ������ ������ ���� ����� ��������
5HQDXOW ����� ����� ����� ����� ���� ���� ��������
6DIUDQ ������ ���� ������ ������ ���� ����� �������
6DQRIL ����� ����� ������ ����� ���� ����� ���������
6DQW�*EQ ����� ����� ����� ����� ���� ����� ��������
6FKQHLGHU ������ ���� ������ ������ ���� ����� ��������
6RF*HQ ����� ����� ����� ����� ���� ���� ��������
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����� ���� ����� ���� ���� ����� ����� ����
����� ���� ����� ���� ���� ����� ����� ����

,WDO\ ����� ���� ����� ���� ���� ����� ����� ����
����� ���� ����� ���� ���� ����� ����� ����
����� ���� ����� ���� ���� ����� ����� ����

-DSDQ ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ����� ���� ���� ����
����� ���� ����� ���� ����� ����� ���� ����

1HWKHUODQGV ����� ���� ����� ���� ���� ����� ����� ����
����� ���� ����� ���� ���� ����� ����� ����

1HZ�=HDODQG ����� ���� ����� ���� ����� ����� ����� ����
����� ���� ������ ���� ����� ����� ����� ����

1RUZD\ ����� ���� ����� ���� ���� ����� ����� ����
3RODQG � � � � � � �

����� ���� ����� ���� ���� ����� ����� �����
����� ���� ����� ���� ����� ����� ����� �����

3RUWXJDO ����� ���� ������ ���� ���� ����� ����� ����
6SDLQ � � � � � � �

����� ���� ����� ���� ���� ����� ����� ����
����� ���� ����� ���� ���� ����� ����� ����

6ZHGHQ ����� ���� ������ ���� ����� ����� ����� ����
����� ���� ������ ���� ����� ����� ����� ����

6ZLW]HUODQG ����� ���� ������ ���� ���� ���� ����� ����
����� ���� ����� ���� ���� ���� ����� ����

8QLWHG�.LQJGRP � � � � � � �
����� ���� ����� ���� ���� ����� ����� ����
����� ���� ����� ���� ���� ����� ����� ����

8QLWHG�6WDWHV � � � � � � �
����� ���� ����� ���� ���� ����� ����� ����
����� ���� ����� ���� ���� ����� ����� ����
����� ���� ����� ���� ���� ����� ����� ����

,QWHUDFWLYH�'DWD�3ULFLQJ�DQG�5HIHUHQFH�'DWD�//&��DQ�,&(�'DWD�6HUYLFHV�FRPSDQ\�

GILTS: UK CASH MARKET  

5HG &KDQJH�LQ�<LHOG ���:HHN $PQW
1RY��� 3ULFH�e <LHOG 'D\ :HHN 0RQWK <HDU +LJK /RZ eP

� � � � � � � � �
� � � � � � � � �

7U������SF�
�� ����� ���� ����� ����� ���� ����� ����� ����� �����
7U��SF�
�� ����� ���� ����� ����� ����� ����� ����� ����� �����
7U������SF�
�� ����� ���� ����� ����� ����� ����� ����� ����� �����
7U�����SF�
�� ����� ���� ����� ����� ����� ����� ����� ����� �����
7U����SF�
�� ����� ���� ����� ����� ����� ����� ����� ����� �����
7U��SF�
�� ����� ���� ����� ����� ����� ����� ������ ����� �����
7U�����SF�
�� ����� ���� ����� ����� ����� ����� ������ ����� �����
7U����SF�
�� ����� ���� ����� ����� ����� ����� ������ ����� �����
7U�����SF�
�� ����� ���� ����� ����� ����� ����� ������ ����� �����
7U��SF�
�� ����� ���� ����� ����� ����� ����� ������ ����� �����
*LOWV�EHQFKPDUNV�	�QRQ�UXPS�XQGDWHG�VWRFNV��&ORVLQJ�PLG�SULFH�LQ�SRXQGV�SHU�e����QRPLQDO�RI�VWRFN�

GILTS: UK FTSE ACTUARIES INDICES  

3ULFH�,QGLFHV 'D\
V 7RWDO 5HWXUQ 5HWXUQ
)L[HG�&RXSRQ 1RY��� FKJ�� 5HWXUQ ��PRQWK ��\HDU <LHOG
��8S�WR���<HDUV ����� ���� ������� ���� ���� ����
���������<HDUV ������ ���� ������� ���� ����� ����
����������<HDUV ������ ���� ������� ���� ����� ����
���������<HDUV ������ ���� ������� ���� ����� ����
��2YHU����<HDUV ������ ���� ������� ���� ����� ����
��$OO�VWRFNV ������ ���� ������� ���� ����� ����

'D\
V 0RQWK <HDU
V 7RWDO 5HWXUQ 5HWXUQ
,QGH[�/LQNHG 1RY��� FKJ�� FKJ�� FKJ�� 5HWXUQ ��PRQWK ��\HDU
��8S�WR���<HDUV ������ ���� ���� ���� ������� ���� ����
��2YHU���\HDUV ������ ���� ���� ����� ������� ���� �����
�������\HDUV ������ ���� ���� ���� ������� ���� ����
��2YHU����\HDUV ������ ���� ���� ������ ������� ���� ������
��$OO�VWRFNV ������ ���� ���� ����� ������� ���� �����

<LHOG�,QGLFHV 1RY��� 1RY��� <U�DJR 1RY��� 1RY��� <U�DJR
��<UV ���� ���� ���� ���<UV ���� ���� ����
���<UV ���� ���� ���� ���<UV ���� ���� ����
���<UV ���� ���� ����

LQIODWLRQ��� LQIODWLRQ���
5HDO�\LHOG 1RY��� 'XU�\UV 3UHYLRXV <U�DJR 1RY��� 'XU�\UV 3UHYLRXV <U�DJR
8S�WR���\UV ���� ���� ���� ����� ���� ���� ���� �����
2YHU���\UV ���� ����� ���� ���� ���� ����� ���� ����
�����\UV ���� ���� ���� ���� ���� ���� ���� �����
2YHU����\UV ���� ����� ���� ���� ���� ����� ���� ����
$OO�VWRFNV ���� ����� ���� ���� ���� ����� ���� ����
6HH�)76(�ZHEVLWH�IRU�PRUH�GHWDLOV�ZZZ�IWVH�FRP�SURGXFWV�LQGLFHV�JLOWV
k�����7UDGHZHE�0DUNHWV�//&��$OO�ULJKWV�UHVHUYHG��7KH�7UDGHZHE�)76(
*LOW�&ORVLQJ�3ULFHV�LQIRUPDWLRQ�FRQWDLQHG�KHUHLQ�LV�SURSULHWDU\�WR
7UDGHZHE��PD\�QRW�EH�FRSLHG�RU�UH�GLVWULEXWHG��LV�QRW�ZDUUDQWHG�WR�EH
DFFXUDWH��FRPSOHWH�RU�WLPHO\��DQG�GRHV�QRW�FRQVWLWXWH�LQYHVWPHQW�DGYLFH�
7UDGHZHE�LV�QRW�UHVSRQVLEOH�IRU�DQ\�ORVV�RU�GDPDJH�WKDW�PLJKW�UHVXOW�IURP�WKH�XVH�RI�WKLV�LQIRUPDWLRQ�

$OO�GDWD�SURYLGHG�E\�0RUQLQJVWDU�XQOHVV�RWKHUZLVH�QRWHG��$OO�HOHPHQWV�OLVWHG�DUH�LQGLFDWLYH�DQG�EHOLHYHG�DFFXUDWH
DW�WKH�WLPH�RI�SXEOLFDWLRQ��1R�RIIHU�LV�PDGH�E\�0RUQLQJVWDU��LWV�VXSSOLHUV��RU�WKH�)7��1HLWKHU�WKH�)7��QRU
0RUQLQJVWDUÜV�VXSSOLHUV��ZDUUDQW�RU�JXDUDQWHH�WKDW�WKH�LQIRUPDWLRQ�LV�UHOLDEOH�RU�FRPSOHWH��1HLWKHU�WKH�)7�QRU
0RUQLQJVWDUÜV�VXSSOLHUV�DFFHSW�UHVSRQVLELOLW\�DQG�ZLOO�QRW�EH�OLDEOH�IRU�DQ\�ORVV�DULVLQJ�IURP�WKH�UHOLDQFH�RQ�WKH
XVH�RI�WKH�OLVWHG�LQIRUPDWLRQ��)RU�DOO�TXHULHV�H�PDLO�IW�UHDGHU�HQTXLULHV#PRUQLQJVWDU�FRP

'DWD�SURYLGHG�E\�0RUQLQJVWDU�_�ZZZ�PRUQLQJVWDU�FR�XN
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)XQG %LG 2IIHU '��� <LHOG

/*7�:HDOWK�0DQDJHPHQW��&,��/LPLWHG �-(5�
6LU�:DOWHU�5DOHLJK�+RXVH����������(VSODQDGH��6W�+HOLHU��-HUVH\��-(���4%
)&$�5HFRJQLVHG

9RODUH�2IIVKRUH�6WUDWHJ\�)XQG�/LPLWHG

%ULGJH�)XQG e ������ � ������ ����

*OREDO�(TXLW\�)XQG e ������ � ������ ����

*OREDO�)L[HG�,QWHUHVW�)XQG e ������ � ������� ����

,QFRPH�)XQG e ������ � ������ ����

6WHUOLQJ�)L[HG�,QWHUHVW�)XQG e ������ � ������ ����

8.�(TXLW\�)XQG e ������ � ������� ����

$OJHEULV�,QYHVWPHQWV �,5/�
5HJXODWHG
$OJHEULV�)LQDQFLDO�&UHGLW�,�(85 é ������ � ����� ����

$OJHEULV�)LQDQFLDO�&UHGLW�5�(85 é ������ � ����� ����

$OJHEULV�)LQDQFLDO�&UHGLW�5G�(85 é ����� � ����� ����

$OJHEULV�)LQDQFLDO�,QFRPH�,�(85 é ������ � ���� ����

$OJHEULV�)LQDQFLDO�,QFRPH�5�(85 é ������ � ���� ����

$OJHEULV�)LQDQFLDO�,QFRPH�5G�(85 é ����� � ���� ����

$OJHEULV�)LQDQFLDO�(TXLW\�%�(85 é ������ � ����� ����

$OJHEULV�)LQDQFLDO�(TXLW\�5�(85 é ������ � ����� ����

$OJHEULV�,*�)LQDQFLDO�&UHGLW�,�(85 é ����� � ����� ����

$OJHEULV�,*�)LQDQFLDO�&UHGLW�5�(85 é ����� � ����� ����

$OJHEULV�*OREDO�&UHGLW�2SSRUWXQLWLHV�,�(85 é ������ � ����� ����

$OJHEULV�*OREDO�&UHGLW�2SSRUWXQLWLHV�5�(85 é ������ � ����� ����

$OJHEULV�*OREDO�&UHGLW�2SSRUWXQLWLHV�5G�(85 é ������ � ����� ����

$OJHEULV�&RUH�,WDO\�,�(85 é ������ � ����� ����

$OJHEULV�&RUH�,WDO\�5�(85 é ������ � ����� ����

$OJHEULV�6XVW��:RUOG�% é ������ � ����� ����

$OJHEULV�6XVW��:RUOG�5 é ������ � ����� ����

7KH�$QWDUHV�(XURSHDQ�)XQG�/LPLWHG
2WKHU�,QWHUQDWLRQDO

$()�/WG�8VG � ������ � ���� ����

$()�/WG�(XU é ������ � ���� ����

$UWHPLV�)XQG�0DQDJHUV�/WG�������) �8.�
���6W��-DPHV
V�6WUHHW��/RQGRQ�6:�$��/'��������������
$XWKRULVHG�,QY�)XQGV
$UWHPLV�&RUSRUDWH�%RQG�,�$FF ����� � ���� ����

$UWHPLV�3RVLWLYH�)XWXUH�)XQG ����� � ����� ����

$UWHPLV�7DUJHW�5HWXUQ�%RQG�,�$FF ������ � ���� ����

$VKPRUH�*URXS
���$OGZ\FK��/RQGRQ�:&�%��$(��'HDOLQJ�WHDP�������������������
$XWKRULVHG�,QY�)XQGV
(PHUJLQJ�0DUNHWV�(TXLW\�)XQG � ������ � ���� ����

(PHUJLQJ�0DUNHWV�(TXLW\�(6*�)XQG � ������ � ���� ����

(PHUJLQJ�0DUNHWV�)URQWLHU�(TXLW\�)XQG � ������ � ���� ����

(PHUJLQJ�0DUNHWV�%OHQGHG�'HEW�)XQG � ����� � ����� ����

(PHUJLQJ�0DUNHWV�%OHQGHG�'HEW�(6*�)XQG � ����� � ����� ����

(PHUJLQJ�0DUNHWV�$FWLYH�(TXLW\�)XQG � ������ � ���� ����

(PHUJLQJ�0DUNHWV�&RUSRUDWH�'HEW�)XQG � ����� � ���� ����

(PHUJLQJ�0DUNHWV�'HEW�)XQG � ����� � ����� ����

(PHUJLQJ�0DUNHWV�/RFDO�&XUUHQF\�%RQG�)XQG � ����� � ���� ����

$WODQWDV�6LFDY �/8;�
5HJXODWHG
$PHULFDQ�'\QDPLF � ������� � ������ �

$PHULFDQ�2QH � ������� � ������ �

%RQG�*OREDO é ������� � ����� ����

(XURFURLVVDQFH é ������� � ����� ����

)DU�(DVW � ������ � ����� ����

)XQG %LG 2IIHU '��� <LHOG

%OXH�:KDOH�,QYHVWPHQW�)XQGV�,&$9 �,5(�
ZZZ�EOXHZKDOH�FR�XN��LQIR#EOXHZKDOH�FR�XN

)&$�5HFRJQLVHG���,UHODQG�8&,76

%OXH�:KDOH�*URZWK�86'�7 � ����� � ����� �

%URRNV�0DFGRQDOG�,QWHUQDWLRQDO�)XQG�0DQDJHUV�/LPLWHG �-(5�
7KLUG�)ORRU��1R���*UHQYLOOH�6WUHHW��6W�+HOLHU��-HUVH\��-(���8)
����������������������,QW�������������������������8.�

%URRNV�0DFGRQDOG�,QWHUQDWLRQDO�,QYHVWPHQW�)XQGV�/LPLWHG

(XUR�+LJK�,QFRPH é ������ � ������� ����

+LJK�,QFRPH e ������ � ������ ����

6WHUOLQJ�%RQG e ������ � ������ ����

%URRNV�0DFGRQDOG�,QWHUQDWLRQDO�0XOWL�6WUDWHJ\�)XQG�/LPLWHG

%DODQFHG�6WUDWHJ\�$ e ������ � ������ ����

%DODQFHG�6WUDWHJ\ e ������ � ������ ����

&DXWLRXV�%DODQFHG�6WUDWHJ\�$ e ������ � ������ �

*URZWK�6WUDWHJ\�$ e ������ � ������ �

+LJK�*URZWK�6WUDWHJ\�$ e ������ � ������ ����

&DXWLRXV�%DODQFHG�6WUDWHJ\ e ������ � ������ ����

*URZWK�6WUDWHJ\ e ������ � ������ ����

+LJK�*URZWK�6WUDWHJ\ e ������ � ������ ����

86��*URZWK�6WUDWHJ\ � ������ � ������ ����
'HDOLQJ�'DLO\��,QLWLDO�&KDUJH�1LO�IRU�$�FODVVHV�DQG�XS�WR����IRU�RWKHU�FODVVHV

%URZQ�$GYLVRU\�)XQGV�SOF �,5/�
KWWS���ZZZ�EURZQDGYLVRU\�FRP�7HO���������������
)&$�5HFRJQLVHG
*OREDO�/HDGHUV�)XQG�86'�& � ����� � ���� ����

*OREDO�/HDGHUV�6XVWDLQDEOH�)XQG�86'�& � ����� � ���� �

*OREDO�6XVWDLQDEOH�7RWDO�5HWXUQ�%RQG�*%3�% e ���� � ����� ����

*OREDO�6XVWDLQDEOH�7RWDO�5HWXUQ�%RQG�86'�% � ���� � ����� ����

86�(TXLW\�*URZWK�)XQG�86'�% � ����� � ���� ����

86�)OH[LEOH�(TXLW\�)XQG�86'�% � ����� � ���� ����

86�0LG�&DS�*URZWK�)XQG�86'�& � ����� � ����� ����

86�6PDOO�&DS�%OHQG�)XQG�86'�% � ����� � ����� �

86�6PDOOHU�&RPSDQLHV�)XQG�86'�% � ����� � ����� ����

86�6XVWDLQDEOH�*URZWK�)XQG�86'�& � ����� � ���� ����

86�6XVWDLQDEOH�9DOXH�)XQG�86'�&�$FF � ����� � ���� �

&*�$VVHW�0DQDJHPHQW�/LPLWHG �,5/�
���0RRUJDWH��/RQGRQ��(&�5��$<
'HDOLQJ��7HO�����������������)D[����������������
)&$�5HFRJQLVHG

&*�3RUWIROLR�)XQG�3OF

$EVROXWH�5HWXUQ�&OV�0�,QF e ������ ������ ����� �

&DSLWDO�*HDULQJ�3RUWIROLR�*%3�3 e �������� �������� ������ �

&DSLWDO�*HDULQJ�3RUWIROLR�*%3�9 e ������ ������ ����� �

'ROODU�)XQG�&OV�'�,QF e ������ ������ ����� ����

'ROODU�+HGJHG�*%3�,QF e ����� ����� ����� ����

5HDO�5HWXUQ�&OV�$�,QF e ������ ������ ����� ����

&KDUWHUHG�$VVHW�0DQDJHPHQW�3WH�/WG
2WKHU�,QWHUQDWLRQDO�)XQGV

&$0�*7)�9&& � ��������� ��������� �������� �

&$0�*7L�9&& � ������ � ������ �

5$,&�9&& � ���� ���� ���� ����

'RGJH�	�&R[�:RUOGZLGH�)XQGV �,5/�
������3DOO�0DOO��/RQGRQ�6:�<��-*�
ZZZ�GRGJHDQGFR[�ZRUOGZLGH�FRP��������������
)&$�5HFRJQLVHG

'RGJH�	�&R[�:RUOGZLGH�)XQGV�SOF���*OREDO�%RQG�)XQG

(85�$FFXPXODWLQJ�&ODVV é ����� � ����� ����

(85�$FFXPXODWLQJ�&ODVV��+� é ����� � ����� ����

(85�'LVWULEXWLQJ�&ODVV é ����� � ����� ����

(85�'LVWULEXWLQJ�&ODVV��+� é ���� � ����� ����

*%3�'LVWULEXWLQJ�&ODVV e ����� � ���� ����

*%3�'LVWULEXWLQJ�&ODVV��+� e ���� � ����� ����

86'�$FFXPXODWLQJ�&ODVV � ����� � ����� ����

'RGJH�	�&R[�:RUOGZLGH�)XQGV�SOF�*OREDO�6WRFN�)XQG

86'�$FFXPXODWLQJ�6KDUH�&ODVV � ����� � ����� �

*%3�$FFXPXODWLQJ�6KDUH�&ODVV e ����� � ����� ����

)XQG %LG 2IIHU '��� <LHOG

*%3�'LVWULEXWLQJ�6KDUH�FODVV e ����� � ����� �

(85�$FFXPXODWLQJ�6KDUH�&ODVV é ����� � ����� �

*%3�'LVWULEXWLQJ�&ODVV��+� e ����� � ����� ����

'RGJH�	�&R[�:RUOGZLGH�)XQGV�SOF�8�6��6WRFN�)XQG

86'�$FFXPXODWLQJ�6KDUH�&ODVV � ����� � ����� �

*%3�$FFXPXODWLQJ�6KDUH�&ODVV e ����� � ����� ����

*%3�'LVWULEXWLQJ�6KDUH�&ODVV e ����� � ����� ����

(85�$FFXPXODWLQJ�6KDUH�&ODVV é ����� � ����� ����
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'UDJRQ�&DSLWDO
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2WKHU�,QWHUQDWLRQDO�)XQGV
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$XWKRULVHG�,QY�)XQGV
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5HJXODWHG
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$PHULFDQ�)XQG�:�$&&�*%3 e ����� � ���� ����

&DVK�)XQG�:�$&&�*%3 e ���� � ���� ����

6XVWDLQDEOH�(PHUJ�0NWV�(TXLW\�)XQG�$�$&&�6KDUHV e ���� � ���� �

6XVWDLQDEOH�*OREDO�(TXLW\�)XQG�:�$&&�*%3 e ����� � ���� ����

-DSDQ�)XQG�:�$&&�*%3 e ���� � ����� ����

-DSDQ�6PDOOHU�&RPSDQLHV�)XQG�:�$&&�*%3 e ���� � ����� ����

6HOHFW����%DODQFHG�)XQG�3,�$&&�*%3 e ���� � ���� �

6SHFLDO�6LWXDWLRQV�)XQG�:�$&&�*%3 e ����� � ����� ����
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)RRUG�$VVHW�0DQDJHPHQW
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)RRUG�,QWHUQDWLRQDO�)XQG�_�5 � ����� � ���� ����
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5HJXODWHG
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*XLQQHVV�*OREDO�,QYHVWRUV
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*XLQQHVV�6XVWDLQDEOH�*OREDO�(TXLW\�<�*%3�$FF e ����� � ����� ����
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ZZZ�MDQXVKHQGHUVRQ�FRP
$XWKRULVHG�,QY�)XQGV
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3ODWLQXP�&DSLWDO�0DQDJHPHQW�/WG
2WKHU�,QWHUQDWLRQDO�)XQGV

3ODWLQXP�$OO�6WDU�)XQG���$ � ������ � � �
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$XWKRULVHG�&RUSRUDWH�'LUHFWRU���:D\VWRQH�0DQDJHPHQW��8.��/LPLWHG

/)�5XIIHU�'LYHUVLILHG�5WUQ�&�$FF ����� � ����� ����
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Will Liverman 
as Malcolm 
and Victor 
Ryan Robertson 
as Elijah
Marty Sohl/The Metropolitan 
Opera

F or most of the silent film era, 
the place to catch a movie in 
Los Angeles was downtown, 
where a six-block stretch of 
Broadway was lined with a 

dozen cinemas fronted with grand
marquees and buzzing neon. Among 
them was the Million Dollar Theater, 
owned by the vaudeville entrepreneur 
Sid Grauman.

In the early 1920s, Grauman decided 
to open a grand new cinema about 12km 
away in Hollywood, then a sleepy indus-
try town where the business of movie-
making was conducted. The idea was to 
turn Hollywood into an entertainment 
centre — and Grauman knew he had the 
showbusiness nous to make it happen. 

The moment arrived on October 18 
1922, when Grauman’s Egyptian Thea-
tre opened its doors for the debut of 
Douglas Fairbanks’ latest silent film, 
Robin Hood. Grauman rolled a red carpet 
across the courtyard in front of his
sphinx- and scarab-adorned cinema 
and the template for the star-studded 
Hollywood premiere was set. 

For a while it was not so certain that 
the Egyptian itself would endure as long 
as Grauman’s innovations in the field of 
glitz and hype. The cinema closed in 
1992 and was badly damaged in an 
earthquake two years later. The Ameri-
can Cinematheque, a non-profit, reo-
pened the Egyptian in 1998 and began 
restoration efforts but struggled to 
finance all the necessary work.

After years of concern about its condi-
tion, the Egyptian reopened this week 
after a four-year, $70mn-plus restora-
tion funded by Netflix — a company that 
has built its $190bn market value by 
making it extremely easy for people to 
watch movies from the comfort of their 
sofa at home.

This isn’t the first time the streaming 

pioneer has rescued an old cinema. It 
also restored the Paris Theater in New 
York, preventing it from suffering
the indignity of being turned into a 
chain pharmacy.

This embrace of cinemas by the com-
pany that has thoroughly disrupted 
Hollywood may seem puzzling, espe-
cially at a time when other tech compa-
nies are discovering the charms of the 
box office. Apple is launching original 
films including Killers of the Flower Moon 
and Napoleon exclusively in thousands 
of cinemas before they arrive on its 
streaming service, an idea that Netflix 
rejects for its own films. 

Yet Ted Sarandos, Netflix co-chief 
executive, says there is a logic to saving 
classic movie houses. “We premiere our 
films and series in theatres almost every 
night, and we were renting theatres to 
do that,” he told the FT this week. “We 
realised there was an opportunity to put 

Stahlbaum mansion to a night-
marish orphanage. McOnie scales 
it back further still. Young Clive 
lives in a seedy bedsit with his 
loveless father and Christmas is 
just a spindly plastic tree, a few 
scraps of tinsel and an unwanted 
Action Man doll. Clive’s nap on the 
sofa triggers the dream sequence. 
After a pas de deux with a life-size 
tree fairy (Patricia Zhou), he 
embarks on a bromance with 
Action Man (Amonik Melaco). 
Together they visit Dreamland, a 
sequinned world of unabashed 
gender fluidity.

Clive wakes up and his father, 
repentant, recites a letter to Santa 
vowing to accept his son’s rejection 
of gender-specific gifting before 
presenting the lad with a pink 
model jeep. This heavy-handed 
moral lesson has the shelf life of a 
mince pie and McOnie’s sudden, 
bizarre reliance on text is not only 
unnecessary (dance told us loud 
and clear) but risks overbalancing 
the show — Matthew Bourne has a 
much lighter touch in such mat-
ters. Fortunately, strong perform-
ances and clever choreography 
save the day.

Mark Samaras is utterly persua-
sive as the unhappy youngster
and powers impressively through 
his duets with Zhou and Melaco 
and McOnie works miracles
with the minuscule stage. His
tiny ensemble mimic skaters
with their gliding chassés in the 
snow scene (shades of Frederick 
Ashton’s Les Patineurs) and solos 
are generously distributed includ-
ing a whirling skirt dance to a 
slo-mo danse espagnole for 
Chanelle Anthony.

Soutra Gilmour has trans-
formed an unpromising space 
under the Royal Festival Hall
into the Tuff Nutt Jazz Club.
The traverse staging heightens
the immediacy of the performance 
so that each half of the audience 
can glimpse the happy smiles 
opposite.

To January 6, southbankcentre.co.uk

Louise Levene

The shopping list for a traditional 
Nutcracker calls for a full orchestra, 
snowflakes (24), a ballerina, a 
dozen or more soloists (assorted 
sizes), sundry character players 
and entire ballet schools of mice 
and toy soldiers. Drew McOnie’s 
fun-size 60-minute production, 
which premiered at London‘s 
Southbank Centre last weekend, 
gets by with four musicians, six 
performers and a 30 sq m dance-
floor. If the sofa were flat-pack, the 
props and costumes could proba-
bly fit into the back of a black cab. 
And it’s terrific: fast-moving, witty 
and zestily danced.

Rethinks of the 1892 Tchaiko-
vsky/Ivanov classic tend to be sab-
otaged by memories of more 
orthodox readings. The ballet’s set 
pieces are so exquisitely tailored to 
the music that new routines can 
feel tin-eared and inadequate. 
McOnie sidesteps odious compari-
sons by using a bold rearrange-
ment of the score by jazz composer 
Cassie Kinoshi. 

It isn’t the first jazz Nutcracker — 
David Bintley’s much-missed Nut-
cracker Sweeties for Birmingham 
Royal Ballet in 1997 used the snarl-
ing Duke Ellington/Billy Stray-
horn version — but Kinoshi’s 
deployment of the versatile four-
piece band lets us hear it all afresh. 
Tempi are radically altered and 
familiar melodies are shuffled 
among unexpected instruments — 
Sugar Plum Fairy on flute, anyone? 
The musicians, dominated by Par-
thenope Wald-Harding’s fruity 
alto sax, sit level with the dance-
floor dressed in striped pyjamas to 
match Clive, our unhappy hero.

Matthew Bourne’s 1992 Nut-
cracker downgraded the act one 
setting from the velvet-lined

DANCE

Nutcracker
Southbank Centre, London
aaaae

George Grella

The Metropolitan Opera has often been 
slow in staging works that address con-
temporary subject matter. But they 
have followed their recent production of 
Jake Heggie’s hard-hitting Dead Man 
Walking with another operatic take on 
the modern world, Anthony Davis’s X: 
The Life and Times of Malcolm X. Nearly 
40 years after it was first performed, it 
has reached the Met in a new staging by 
Robert O’Hara. 

With a libretto by the poet Thulani 
Davis, it traces the personal transforma-
tion of one of the most consequential 
American figures of the 20th century, 
from boyhood to his assassination
in 1965. 

Baritone Will Liverman sings the title 
role. His stage presence is notable, 
reflecting a subtle progression from pas-
sive young adult to figure of command-
ing stature. His foil is tenor Victor Ryan 
Robertson in the dual role of Street (a 
metaphorical character) and Nation of 
Islam leader Elijah Muhammad. Rob-
ertson is excellent, insouciant as Street 
and imperious as Elijah, the yin to Mal-
colm’s yang. The entire opera hinges on 
their musical relationship.

The score is a near-classic American 
mélange, with touches of Stravinsky 

and Hindemith, African music, dance 
music and plenty of jazz, with Davis’s 
ensemble Episteme incorporated 
within the orchestra. The Episteme 
players fill their brief improvised solo 
spaces with expressive imagination, and 
the whole orchestra, under conductor 
Kazem Abdullah, has an impressive 
light-footedness along with its typically 
beautiful sound. The chorus, surpris-
ingly, had a couple of rough moments 
trying to keep the beat in quick, odd-
metered music.

The costumes by Dede Ayite and wigs 
by Mia Neal do an excellent job of show-
ing cultural moments and even class 
distinctions through their details, and 
Rickey Tripp’s choreography defines 

each historic moment in which it 
appears. It adds great dynamism in act 
one but then almost disappears, and the 
direction in the final two acts is inert.

The key turning point is Malcolm’s 
pilgrimage to Mecca. This scene is one 
where the stasis on stage suits the cere-
mony of the moment, and the music 
and Liverman’s singing bring out the 
depths of the character.

The assassination at the end is not 
upsetting but exalted; there’s confusion 
as to whether one should even feel loss. 
Yet, though deeply ambitious, this pro-
duction doesn’t quite hit the emotional 
resonances it seeks.

To December 2, metopera.org

Ambitious portrait of an activist icon

OPERA

X: The Life and Times of Malcolm X
Metropolitan Opera, New York
aaaee

Hollywood’s historic Egyptian 
Theatre has reopened after a 
$70mn restoration, funded by 
Netflix. Christopher Grimes 
reports from Los Angeles

Mark Samaras as Clive in ‘Nutcracker’ — Mark Senior

our money to good use and preserve a 
great building like [the Egyptian] or
the Paris.”

He is not buying the argument, 
mostly made by cinema owners, that 
Netflix films would perform better on 
the streaming service if they had a
good run in a movie house first. “We’re 
not trying to preserve the economics
of exhibition, just the experience of 
exhibition,” he says.

Whatever the reasons, Netflix has 
paid for a beautiful restoration and 
much-needed structural work. The 
neon “Egyptian” vertical blade sign fac-
ing Hollywood Boulevard has been 
restored, along with the 1922 Egyptian-
style hieroglyphics and other artwork. 
(Of the hieroglyphs, Egyptian Theatre 
expert Mark Simon says: “They tell 
absolutely no story whatsoever.”) 

State-of-the art sound systems have 
also been installed — an important 
upgrade for a room designed for silent 
films — along with an array of digital and 
film projectors. The Egyptian will be 
one of only five cinemas in the US that 
can project nitrate film, the exquisite 
but highly flammable medium used 
from the 1890s until the 1950s. 

Netflix plans to show its own movies 
in the cinema during the week, then 
turn it over to American Cinematheque, 
which will curate a weekend pro-
gramme that includes both recent and 
classic films. This month alone it will 
screen David Lean’s Lawrence of Arabia, 
Jean-Luc Godard’s Alphaville, Stanley 
Kubrick’s 2001: A Space Odyssey and Rid-
ley Scott’s Alien. 

Now that it is back to being a working 
cinema, Sarandos hopes the Egyptian 
will become an important part of the 
fabric of Hollywood again. 

“The Hollywood sign and this build-
ing are the most iconic symbols of Holly-
wood, and they both just celebrated 
their 100th anniversary,” he says. 
“What is Hollywood without its icons?”

egyptiantheatre.com

ARTS

Egyptian relic rises from the ruins Fun-size Nutcracker
is a witty delight

Above: renovated courtyard of the Egyptian Theatre. Below: the interior — Yoshihiro Makino/Netflix
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FT BIG READ. MONETARY POLICY

FT Series A borrowing binge during a decade of easy money has left US companies saddled with 
$13tn of debt. As central banks raise interest rates, businesses are having to find new ways to cope.

By Harriet Clarfelt

Can corporate America pay its debts?

T he US economy may be 
growing faster than 
pessimists had predicted, 
but business is still brisk 
for bankruptcy lawyers. 

“Things have really accelerated,” says 
Thomas Lauria, global head of restruc-
turing at White & Case. His team is on 
track for record revenues this year.

Hedge funds are spying opportunities 
ahead as companies are forced into 
financial restructurings that could 
involve debt changing hands for well 
below its face value. Buyers of that debt 
could make big gains if the company 
goes on to make a recovery. “It’s going to 
become more of a credit-picker’s mar-
ket,” predicts Mike Scott, head of global 
high-yield and credit opportunities at 
Man Group GLG.

Such activity is a sign that high bor-
rowing costs are starting to bite in cor-
porate America, whose overall borrow-
ings now total $13tn, according to Fed-
eral Reserve data. Businesses that grew 
accustomed to cheap debt over a decade 
of ultra-low rates must now adjust to a 
world where financing costs more.

A lot more; since March 2022, the Fed 
has raised interest rates from near zero 
to a range of 5.25 to 5.5 per cent. The 
European Central Bank, the Bank of 
England and others have followed suit. 
Even though the Fed and the BoE held 
rates last week, suggesting the cycle 
may have peaked, many expect borrow-
ing costs to remain high. 

If that is the case, then more compa-
nies are going to need to either repay 
their loans, or refinance them at 
substantially higher cost. More than 
$3tn of corporate debt is due for repay-
ment over the coming five years. 

“So many companies have really ben-
efited greatly from the zero cost of capi-
tal,” says Greg Peters, co-chief invest-
ment officer at PGIM fixed income. 
“You’ll be in this persistently higher-
than-normal distressed default envi-
ronment as a consequence.”

As well as raising finance costs, higher 
rates may also cut consumers’ spending 
power. Investors are starting to fret that 
this one-two punch could trigger a wave 
of debt defaults, possibly leading to 
more company failures and job losses. 

Moody’s, the rating agency, says glo-
bal default rates on riskier debt reached 
4.5 per cent in the year to September, 
above the long-run average of 4.1 per 
cent. In the US, the rate was 4.9 per cent, 
and Moody’s predicts it will peak at 5.4 
per cent, but if conditions worsen it 
could soar as high as 14 per cent. 

Market participants say that defaults 
so far have been mostly driven by busi-
ness- and industry-specific issues. “For 
the most part, [tighter monetary policy] 
has been a compounding effect for com-
panies that were otherwise struggling,” 
says one senior restructuring lawyer. 

“They just haven’t recovered in terms 
of business performance and profitabil-
ity — and now they’ve got the interest 
burden on top . . . it’s creating a tremen-
dous amount of liquidity pressure.”

These defaults are already having 
a stark human cost. In April, the 
52-year-old retailer Bed Bath & Beyond 
finally succumbed to bankruptcy, after 
refinancing its debts nine months 
earlier. Almost 500 stores are closing, 
and 14,000 people losing their jobs. 

In a possible sign of more defaults to 
come, Moody’s “B3N negative and 
lower” roster — a distressed debt watch-
list — rose to 240 companies during the 
third quarter of this year, up from 177 
companies a year ago.

Companies have responded to rising 
borrowing costs by extending the matu-
rity profile of debt, offering additional 
collateral in return for lower interest 
rates or tapping newer sources of bor-
rowing, such as the private debt market.

Those that have run into trouble have 
pursued resolutions other than tradi-
tional insolvency in an attempt to buy 
more time for restructuring.

But an extended period of more sub-
dued demand and elevated financing 
costs could still spell trouble for many. 
“Interest rates are simply biting harder 
and harder, and having more significant 
implications,” says Torsten Slok, chief 
economist at investment firm Apollo.

“The most highly levered companies 
are going to be more vulnerable.”

Concerns multiplying

If the pressure on corporate borrowers 
wasn’t high enough already, last month 
the yield on 10-year US government 
bonds exceeded 5 per cent for the first 
time since 2007.

Average funding costs for the $8.6tn 
market in the highest quality corporate 
bonds, known as investment grade, are 
now above 6 per cent, according to 

most acute. Leveraged loans are typi-
cally raised by heavily indebted compa-
nies with low credit ratings and their 
coupons move up and down with 
prevailing interest rates. 

They grew rapidly during the era of 
cheap money, becoming a mainstay for 
risky borrowers and debt-financed buy-
outs. At $1.4tn, the US leveraged loan 
market is now worth more than its high-
yield bond market and accounts for 
much of the non-investment grade debt 
due to mature over the next five years. 

But as the Fed has tightened, loan 
issuers have felt the pain of rising bor-
rowing costs quicker than their counter-
parts in the fixed-rate bond market, and 
warning signals about issuers’ ability to 
service their debts are already flashing.

Cash interest coverage on new loans 
dropped to 3.16 times by the end of 
September, its lowest level since 2007 
if compared with previous full 
years. Interest cover has also declined 
for existing loans, data from PitchBook 
LCD shows, signalling that earnings are 
not growing quickly enough to keep 
pace with borrowing costs. 

Leveraged loans are mostly bought by 
so-called collateralised loan obligations, 
which package up the loans and sell 
them on as investment products span-
ning different credit ratings. But they 
cannot hold large amounts of very risky 
debt, such as that rated CCC or below. 

A flurry of downgrades to that rating 
could trigger a process that cuts off cash 
flows to the bottom tier of investors in 
the CLO. Many CLOs are also exiting 
their reinvestment periods this year — 
the timeframe over which they can buy 
new debt — potentially further shrink-
ing demand for leveraged loans.

Investors and analysts expect higher-
for-longer rates to expose businesses 
whose weaknesses had been masked by 
easy access to cheap money.

“We’re seeing quite a few companies 
that have very heavily leveraged bal-
ance sheets who are concerned — and 

their counterparties are concerned — 
about their ability to refinance that debt 
as it matures,” says Lauria.

PGIM’s Peters expects a “natural 
Darwinian winnowing out process” 
rather than a “cataclysmic type of situa-
tion”. But Slok, at Apollo, says a few 
high-profile casualties could have an 
outsized impact. “If [interest rates] stay 
at these levels for the next nine months, 
you will begin to have household names 
in the high-yield index begin to be at risk 
of defaulting,” he says.

“People would start looking at credit 
metrics for companies that are similar 
and begin to ask the hard questions”.

The riskiest borrowers in the high-
yield bond market are already paying 
10 full percentage points more than gov-
ernment bonds of comparable maturity, 
more than double the average spread for 
all high-yield of just over 4 points.

Services, consumer products and 
healthcare have dominated Moody’s 
B3N register. Healthcare companies 
have already been hit by lower reim-
bursement rates and rising staff costs, 
and many are backed by private equity 
firms that loaded them with borrowings 
when debt was cheap.

Just this month, for example, helicop-
ter ambulance company Air Methods 
filed for Chapter 11 bankruptcy, citing 
its “unsustainable” debt load and the 
“strain caused by tightening financial 
markets” as contributing factors.

How borrowers responded

Many corporate treasurers took advan-
tage of cheap money when rates were 
low to push out debt maturities, giving 
themselves breathing room for tougher 
funding environments. During 2021, as 
the mood music on interest rates began 
to change, there was a frenzy of borrow-
ing on seven-year tenors, with the result 
that the amount of debt due to mature 
peaks in 2028, though it will rise each 
year up until then. 

In the loan market, a trend towards 

Ice BofA data. Although that is three 
times their lows of below 2 per cent in 
late 2020, market participants are rela-
tively sanguine about the health of these 
high-quality companies. 

“They have smaller debt stacks [com-
pared with] the size of their overall capi-
talisation. They’re less levered,” says 
Maureen O’Connor, global head of Wells 
Fargo’s high-grade debt syndicate. 

There is more concern about less 
creditworthy borrowers in the $1.3tn 
non-investment grade market, often 
called junk or high-yield. Coupons now 
average 9.4 per cent, more than double 
their lows in late 2021. The picture is 
similar in Europe. “When interest rates 
are 1 or 2 [per cent] you can incur a lot 
of debt and you can afford the debt 
service,” says Lauria at White & Case. 
“When they go up to 5, 6, 7, 8, 9, 10, 
things become more challenging.”

Bond yields in that territory are 
cheering for investors after years of 
meagre returns, but they are a burden 
for smaller companies in particular. A 
recent survey by the National Federa-
tion of Independent Businesses showed 
that US small-caps were paying almost 
10 per cent interest on short-term loans 
in September, up from lows of 4.1 per 
cent in mid-2020.

Higher rates have put a stop to 
most debt-backed buyout activity and 
made refinancing existing borrowings 
more challenging. Sub-investment-
grade companies carry more credit risk, 
reflected in the higher interest costs of 
their debt, and have almost $570bn of 
bonds maturing over the next five years. 

But roughly half of this market is 
rated BB or equivalent — the highest rat-
ing outside of investment grade, leaving 
PGIM’s Peters to observe that the 
so-called junk bond market “is a lot less 
junky these days”. He says leverage “has 
been pulled out of the high-yield bond 
market and put into the leveraged loan 
market and private markets”.

It is these markets where concerns are 
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refinancing several tranches of debt in 
one agreement when the first tranche 
matures could mean maturities are 
moved forward and refinancing risks 
increased, according to Moody’s. 

Market participants agree that many 
companies will survive tougher credit 
conditions, a sentiment reflected in the 
premium paid by high-yield borrowers 
in the US and Europe over their govern-
ment equivalents. This spread is 
narrower than it was earlier this year in 
both the US and Europe. 

Andrzej Skiba, head of Bluebay US 
fixed income at RBC Global Asset Man-
agement, predicts “a pretty benign 
default cycle” for US junk bonds, partly 
because many “old economy” compa-
nies that were struggling a few years ago 
chose to restructure in 2020. “That was 
like a washout event for the asset class,” 
he says. “You have very few problematic 
names on the horizon.”

Businesses facing refinancing have 
already shown resourcefulness in the 
face of higher interest rates. Some high-
yield bond issuers have pledged collat-
eral, giving lenders enhanced security 
over their assets or cash flows in return 
for lower borrowing costs.

Those that had borrowed at low rates 
have also tried to push deadlines for 
repayment further out in to the future. 
“We had a lot of ‘amend and extends’ in 
September in the loan market,” says 
Nick Kraemer, head of ratings perform-
ance analytics at S&P Global Ratings, 
“but not necessarily a lot of defaults.”

Companies arranging new debt have 
shortened the windows over which they 
borrow to avoid locking in high yields.

But creative financial engineering has 
also altered the composition of defaults. 
Many borrowers are now opting for 
so-called distressed exchanges, reach-
ing agreements that involve creditors 
receiving assets worth less than the face 

value of bonds or loans rather than 
resorting to bankruptcy proceedings.

“If we look at the first three-quarters 
of this year, distressed exchanges com-
prise roughly two-thirds of all corporate 
family defaults in the US,” says Julia 
Chursin, senior analyst at Moody’s. She 
adds that 78 per cent of them were done 
by private-equity owned companies.

Distressed exchanges can be more 
appealing to private-equity firms, 
because they often leave a creditor 
company’s equity less impaired. But 
Chursin notes that historically, half of all 
issuers who chose distressed exchanges 
have ended up seeking another restruc-
turing or, like Bed Bath & Beyond and 
healthcare provider Envision, filing for 
bankruptcy. “Whether it’s another 
distressed exchange or a bankruptcy, it 
is still a haircut for investors,” she adds. 

Public markets, in which parcels of 
debt can be traded, are not the only 
option for companies trying to refinance 
or simply avoid default. Private credit, 
where specialist firms lend directly to 
borrowers, has exploded in size; UBS 
put its value at $1.55tn this year, up from 
$1tn in 2019. Businesses, from tech firm 
Hyland Software to shoemaker Cole 
Haan, have refinanced their debt with 
new loans from private debt this year. 

Negotiating with just a handful of 
lenders rather than a big syndicate can 
be quicker, easier and bring more 
certainty of a deal getting over the line, 
say analysts and investors. But if a credi-
tor company fails to recover, its fate 
rests in the hands of that same small 
handful of lenders, rather than a bigger 
group of investors — a situation that 
could limit the range of avenues still 
open to the troubled borrower. 

Lending standards also tend to be 
more exacting, while companies backed 
by private credit “are still dealing 
with the same macro environment 
that everybody else is”, notes S&P’s 
Kraemer. And with no publicly visible 
pricing, mounting stress in private debt 
is hard for investors to track. 

For Bluebay’s Skiba, “the clock is tick-
ing” in both the leveraged loan and pri-
vate credit markets. “One or two fires” 
in a portfolio might be containable, he 
says, but distress on multiple fronts 
could easily lead to a situation “where 
some of those owners say, ‘I just can’t 
inject equity everywhere, I cannot just 
provide new cheques to those portfolio 
companies right, left and centre.’

“That’s when you have accidents 
occurring. That’s when you have the 
default rate picking up.”

Helicopter 
ambulance group 
Air Methods cited 
its ‘unsustainable’ 
debt load when it 
filed for bankruptcy 

Sources: Moody’s; Ice Data Services; PitchBook LCD
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Science needs diversity 
more than ever

an investigation launched. Leyser 
responded publicly — and pointedly — 
that the committee would be sus-
pended pending an investigation based 
on the Nolan principles of public life 
and lawful freedom of speech. The Uni-
versity and College Union condemned 
the “worrying level of political interfer-
ence” and claimed the academics’ 
views had been misrepresented.

Donelan’s intervention appears ill-
judged on several fronts. Professor 
John Womersley, a special adviser to 
the College of Science and Engineering 
at the University of Edinburgh and a 
former chief executive of the Science 
and Technology Facilities Council, 
described it as “an imposition of min-
isterial control on what should be an 
arms-length body. Government has 
the right to demand accountability 
and transparency but not to impose 
micromanagement.” Singling out indi-
vidual academics for censure on social 
media is unwarranted. 

One wonders, though, whether the 
cogs of ministerial apoplexy are spin-
ning in pursuit of a wider goal: to put 
the boot into the business of EDI. In 
her complaint, Donelan expresses 
concern that “in recent years UKRI 
has been going beyond the require-
ments of equality law in ways which 
add burden and bureaucracy to fund-
ing requirements.” The secretary of 
state had already launched a much-
mocked campaign with the strapline: 
Kicking Woke Ideology out of science. 

But the belief that EDI creates bur-
dens without benefits is misguided. 
First, underrepresentation is a live 
issue on UK lab benches. Only 9 per 
cent of chemistry professors are 
female — and, in total, only one is 
black. There are no black physics pro-
fessors. The Royal Society is piloting 
career development fellowships tar-
geting researchers of black heritage.

Second, the Covid-19 inquiry has 
shown how people cut from the same 
cloth can engage in harmful group-
think. Women, said one civil servant, 
seemed “invisible” in pandemic plan-
ning, whether it was female health 
workers unable to find protective 
equipment to fit them or those at risk of 
domestic abuse during lockdowns.

One frustrated modeller observed a 
lack of ethnic and gender diversity 
among scientists recruited to Sage, 
and a failure to stress-test assump-
tions; one Downing Street adviser, a 
rarity for having attended a state 
school, lamented that these missing 
perspectives created “problems in 
decision-making, policy development 
and culture”.

Perhaps it should not surprise us that 
Covid hit marginalised communities 
disproportionately hard. When scien-
tists, researchers and policymakers 
view problems through the same nar-
row lens, they miss the bigger picture.  

The writer is a science commentator

T he machinery of govern-
ment can move surpris-
ingly quickly, especially 
when oiled by outrage. 
Within days of the UK’s 

leading scientific research funding 
agency assembling an advisory com-
mittee on equality, diversity and inclu-
sion, the secretary of state for science 
was publicly demanding its dissolution.

In a letter subsequently published 
on X, Michelle Donelan accused two 
committee members of extremist 
views in connection with the war
in Gaza. The committee is now sus-
pended and several academics on 
other advisory panels have resigned
in protest.

Cool heads must now prevail to stop 
science becoming a new front in a 
damaging culture war. Researchers 
should be free to speak out as individ-
uals, including on sensitive political 

matters, while staying on the right side 
of the law. Ministers who vaunt the 
values of free speech and intellectual 
liberty should foster, not stifle, an aca-
demic atmosphere that makes room 
for opposing views and difficult chal-
lenges, often derived from an EDI per-
spective. If nothing else, the public 
inquiry into Covid-19 has exposed the 
importance of widening research par-
ticipation and questioning orthodoxy.

The row began on October 28, when 
Donelan publicly posted a letter 
addressed to UK Research and Inno-
vation, the science funding agency 
that will disburse nearly £9bn over the 
next financial year and which oversees 
Research England, the home of the 
new EDI committee. In the letter, she 
expressed “disgust and outrage” at 
social media content circulated by two 
named members, unearthed by the 
Policy Exchange think-tank. One 
member had reposted a Guardian arti-
cle about the home secretary cracking 
down on signs of support for Hamas 
and called the story “disturbing”; the 
other had reposted material con-
demning violence on both sides and 
referring to Israel’s “genocide and 
apartheid”.

Accusing the UKRI’s chief executive 
Dame Ottoline Leyser of failing to con-
duct due diligence, Donelan said she 
wanted the group closed down and

If nothing else, the public 
inquiry into Covid-19 

exposed the importance 
of questioning orthodoxy

Andy Carter
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Sunak is harming the UK’s climate reputation

Mandating North Sea oil 
and gas licensing is not a 
good use of parliament time

Even by the usual standards of govern-
ments a year away from an election, 
Prime Minister Rishi Sunak’s legislative 
agenda unveiled in yesterday’s King 
Speech is thin gruel. Given the scale of 
challenges facing the UK, it is especially 
unfortunate that it put so much focus 
on drawing short-term political divides 
with the Labour opposition. Nowhere is 
this more evident than in the plan to 
mandate annual licensing rounds for 
North Sea oil and gas drilling. This is 
unlikely to significantly slow the decline 
in production from a dwindling reserve 
— even if the Conservatives manage to 
win the election. But by playing politics 
over the energy transition it further 
dents the UK’s reputation as a leader on 
climate change.

The government bills the move 

as promoting UK energy independ–
ence, and evidence of Sunak’s more 
“pragmatic, proportionate and realis-
tic” approach to meeting its 2050 
net zero target since he watered down 
key policies in September. Though 
briefly paused for a review a couple of 
years ago, however, North Sea licensing 
rounds take place fairly regularly. Using 
scarce parliamentary time to legislate to 
hold them annually changes little — but 
is a way of forcing Labour to repeal the 
law if it wants to go ahead with its plan to 
stop new drilling.

Energy companies will surely not 
alter investment plans for now but will 
wait to see what happens at the next 
election. Even if the Conservative gov-
ernment — and the new law — survive, 
the North Sea is a declining province 
many of whose best assets are tapped 
out. It will have to compete for invest-
ment, in an era in which global fossil fuel 
demand is forecast soon to have peaked, 
with newer and more attractive regions. 
Continued licensing rounds are likely at 

best to make the slope of decline a little 
less steep. The impact in terms of 
preserving jobs and tax receipts, and 
displacing “dirtier” imports of liquefied 
natural gas, is likely to be limited.

A sounder way to bolster energy secu-
rity would be to bear down much harder 
on demand for oil and gas, and go all-out 
to expand homegrown clean energy 
sources. Instead, the Sunak government 
recently delayed a ban on the sale of pet-
rol cars and eased the transition away 
from gas boilers. It ought to be organis-
ing mass home insulation schemes, 
advancing the switch to heat pumps and 
removing blocks on onshore wind. 
While the King’s Speech did mention 
efforts to secure “record” investment in 
renewables, the waters were muddied 
by the twin focus on oil and gas.

The UK Tories are not alone in mak-
ing political capital out of the “green 
backlash” intensified by the cost of 
living crisis. Parties, particularly of the 
right, have been doing the same in 
Europe and the US. The government 

points out, too, that the UK has a strong 
climate record, having cut emissions by 
more than any G7 country and, in 2019, 
becoming the first big economy to enact 
a binding net zero pledge.

None of that makes Sunak’s dilution 
of climate policies less regrettable. It 
also adds to the chopping and changing 
of policymaking that investors cite as 
a big disincentive to put money into 
the UK. That looks particularly short-
sighted given the volume of private 
capital globally now looking for a home 
in supporting the green transition.

Three weeks ahead of the COP28 
climate conference in the United Arab 
Emirates, moreover, Britain will now 
struggle to speak with the same author-
ity as when it hosted COP26 in Glasgow 
in 2021. The impression that rich econo-
mies such as the UK are treating climate 
change with less urgency than before — 
and trying to hang on to what they can of 
fossil fuel production — will only make 
it harder to persuade developing 
countries to forgo the carbon economy.

deflation. It cannot be overlooked that 
the monetary contraction has already 
been accompanied by balance-sheet 
strain and asset price weakness. 
According to the Nationwide index, 
house prices dropped by 3.3 per cent 
in the year to October, while the 
FTSE 250 index of UK company 
shares is off by 30 per cent from its 
last peak in autumn 2021.

Large fluctuations in money growth 
are a menace to the British economy. In 
our view the Bank of England is again 
mismanaging monetary policy. Lurches 
in only a few years from much above-
target inflation to deflation are 
destructive and unnecessary, and can 
have tragic consequences for 
households and companies. We 
recommend stability in money growth 
at a low rate. Stability in money growth 
should prevent big swings in demand, 
output and employment, while an 
appropriately low increase in money 
contributes to on-target inflation.
Juan Castañeda
Director, The Vinson Centre, University of 
Buckingham
Professor Tim Congdon
University of Buckingham
John Greenwood
Chief Economist, International Monetary 
Monitor
Julian Jessop
Independent Economist
See list of signatories at www.ft.com/letters

India’s electoral bonds

Nathan Punwani says “the ruling 
government in New Delhi is anything 
but a centralising autocracy”(Letters, 
November 6). 

May I suggest it is precisely because 
Narendra Modi’s Bharatiya Janata 
party is losing state elections that it is 
introducing electoral bonds with the 
aim of reversing the trend and further 
entrenching its power.
Martin Staniforth
Leeds, West Yorkshire, UK

City looks to the chancellor 
to realise space ambition
Your newspaper has highlighted the 
economic opportunities in space (“The 
pursuit of space-based solar energy”, 
The Big Read, October 18) and the risks 
apparent there (“The satellite industry 
needs a sustainable insurance market”, 
Inside Business, September 28).

The UK has a long involvement with 
the space industry through our 
world-beating science and technology 
base and satellite manufacturing 
capabilities. We are a leader in 
recognising the need for effective 
sustainability standards as exemplified 
by the ambitions of Astra Carta, a call 
to action to put sustainability at the 
heart of space activity, a vision 
originally outlined by King Charles. 

This plays to strengths in our legal 
community and opens up commercial 
opportunities in dealing with the 
increasing dangers of space debris.

The UK financial services sector 
could have a key role in the growth of 
the space economy, predicted by Citi to 
be worth more than $1tn by 2040, and 
reap the enormous associated benefits. 
Almost everything needed is in place, 
whether bond markets, insurance, 
institutional capital, law or the 
regulatory environment. London has 
the infrastructure required to become 
the world’s pre-eminent space finance 
and investment centre. 

Joint action is now required between 
the government and the finance sector 
to realise this vision — neither can do it 
independently. Building on the 
chancellor’s Mansion House compact 
to mobilise pension fund investment 
into productive assets, now is the time 
for a clear signal from government to 
galvanise participants across London’s 
financial ecosystem and cohere behind 
this ambition.

We call upon the government to 
state an explicit target in the 
forthcoming space sector plan that the 
UK and the City of London becomes 
the pre-eminent global centre for 
space finance within the next decade. 
Led by the Department for Science, 
Innovation and Technology, this can be 
achieved through collaboration with 
the UK financial and professional 
services sector, which is ready to rise 
to the challenge.
Sally Bridgeland
Chair, Impax Asset Management Group; 
Non Executive Director, Pension Insurance 
Corporation, RSA and Royal London
Lord Cromwell
House of Lords, London SW1, UK
Sir William Russell
Lord Mayor, City of London (2019 — 
2021)
Ian Taylor 
Former Minister for Science & Space and 
former Chair National Space Academy 
Steering Group
See list of signatories at www.ft.com/letters

Best advocate for a deaf 
child is an informed parent
We read with great interest Sarah 
Neville’s article “World-first gene 
therapy trial launched to cure type of 
deafness” (Report, October 12).

 We welcome gene therapy research, 
such as the OTOF trial featured. And 
we’ll be sure to inform the parents of 
deaf children about this.

However, it’s vital to understand 
that deafness is not a barrier to 
achievement or happiness, nor should 
deaf children ever be seen as objects of 
pity. We firmly believe that, with the 
right support right from the start, a 
deaf child can lead a fulfilled and 
happy life. We’ll continue to give 
parents all the information they need 
in an impartial and balanced way, so 
they can continue to make informed 
choices about their deaf child’s future. 
The very best advocate for a deaf child 
is an informed parent.
Susan Daniels
Chief Executive, National Deaf Children’s 
Society, London EC1, UK

Does AI undermine 
the case for Stem skills?
As the sages at the Bletchley Park 
summit (“Summit exposes tensions 
over AI development despite emollient 
Chinese tone”, Report, November 4) 
wind up the event with entreaties to 
“regulate” artificial intelligence, they 
have, en passant, contributed greatly 
to the boosterism of AI that emanates 
from the IT community and the 
commentariat at large. The possibility 
that AI may, like other IT tropes, fail to 
live up to its promise, seems to have 
been overlooked. Worse still, AI is 
considered to be such a success that, 
according to the recent report from the 
IBM Institute for Business Value, some 
business leaders are “rushing to 
reorganise, elevating new [AI] skills 
while deprioritising those that have 
become obsolete”. What might these 
“obsolete” skills be? The IBV survey 
found that Stem skills (science, 
technology, engineering and maths) 
are “plummeting in importance”. 

After all, why bother learning 
anything “scientific” when you can just 
ask ChatGPT? A new generation of 
students may consult their favourite 
large language model, but without 
Stem skills they will be in no position 
to evaluate the answers.
Neil McNaughton
Editor, Oil IT Journal, Sèvres, France

of law in Spain”. Even the Sanchez 
government, previously opposed to the 
amnesty, found it “unthinkable in a 
democratic state” as it compromises 
the judiciary. However, the legal 
debate, while crucial, should not 
overshadow the moral dilemma. The 
amnesty is unjust as it exempts citizens 
from the law, benefiting the 
government, rather than seeking 
justice.

Sanchez’s motivation for the pardon 
measure is opportunistic, driven by the 
need for parliamentary support rather 
than genuine reconciliation. Regardless 
of the stated purpose of the law once it 
is introduced, its preponderant 

objective is maintaining political power 
rather than fostering unity. In fact,
pro-independence leaders have 
consistently reaffirmed their refusal to 
abandon their cause, emphasising their 
intent to proceed with a referendum on 
self-determination.

Beyond its legal and moral concerns, 
the amnesty raises questions about its 
democratic legitimacy. The public 
consensus for such an exceptional 
resource is lacking, with around two-
thirds of Spaniards, including nearly 
half of Socialist voters, opposing it, 
according to polls. Notably, the 
Socialist party decided to hide this 
option from voters in the July elections, 

recognising a lack of popular support. 
Opposing this amnesty is not 

ideological, but centres on upholding 
the constitution and our democratic 
institutions. The beneficiaries of this 
amnesty are not Catalan and Spanish 
citizens but, instead, the public 
representatives who undermined 
Spanish democracy, eroded the rule of 
law, and a prime minister seeking to 
maintain power in a partisan 
manoeuvre that disregards the broader 
interests of the Spanish people. The 
rule of law will be the clear loser of this 
political gamble.
Pablo Aldrey
Barcelona, Spain

Correction

c Vivendi controls 24 per cent of the 
votes and 17 per cent of the share capital 
in Telecom Italia, not vice versa as 
wrongly stated in a Lex note in some 
editions on November 7.

Letters
Email: letters.editor@ft.com 

Include daytime telephone number and full address
Corrections: corrections@ft.com

If you are not satisfied with the FT’s response to your complaint, you can appeal
to the FT Editorial Complaints Commissioner: complaints.commissioner@ft.com

Leave credit to the yield 
curve, not to central banks 
Soumaya Keynes’ column (Opinion, 
November 3) highlights the 
fundamental flaw in monetary policy, 
as practised in the US, the UK and 
many other countries — the 
assumption that central bankers, as 
central planners, can do a better job 
than the financial markets in varying 
nominal interest rates, in response 
to changing economic conditions, so 
as to maximise economic output 
while maintaining level prices and 
financial stability. 

In effect, central bankers, as central 
planners, are assumed to be better 
equipped through their presumed 
forecasting skills than the financial 
markets to continually vary interest 
rates in a manner that will produce 
solid, non-inflationary economic 
growth.

History teaches otherwise. Policy 
tools are poor proxies for the actual 
give and take of the credit markets, 
which reflects what is happening in the 
real economy, not in some flawed 
model. By now, the decades of the 
wasteful economic volatility triggered 
by central bank interest-rate 
manipulations should have taught 
that financial markets are much 
better equipped than central bank 
bureaucrats to vary the price of credit, 
across the yield curve, in a manner that 
maximises economic output in a more 
stable financial manner than central 
banks have ever produced.
Bert Ely
President, Ely & Company,
Alexandria, VA, US 

Lurches in money supply 
are proven British menace
We write to express our concern about 
UK monetary developments (The Big 
Read, November 4). In April 2021 we 
signed a letter to you warning that the 
then rapid growth of the quantity of 
money — of more than 15 per cent in 
the previous 12 months — would result 
in well above-target inflation. The 
position today is very different. In the 
year to September the quantity of 
money fell by 4.2 per cent.

By “the quantity of money” we mean 
the M4x aggregate prepared by the 
Bank of England, with the series 
starting at the end of 1997. The 4.2 per 
cent fall is the largest to have been 
recorded in the subsequent 26 years of 
data. Indeed, until 2023 no annual 
decline in this measure of money had 
occurred at all, not even in the Great 
Recession of 2008 and 2009.

Whereas in early 2021 the worry was 
above-target inflation, now it is of a 
needlessly severe recession. If the 
quantity of money continues to slide, 
there is a possibility in 2025 or 2026 of 
beneath-target inflation or even 

Your editorial “Amnesty for Catalan 
secessionists is a gamble worth taking” 
(November 7) asserts that an amnesty 
law for hundreds of individuals 
charged with or convicted of various 
crimes, including misappropriation of 
funds, perverting the course of justice 
and membership of a terrorist 
organisation, is the appropriate policy 
for Catalonia and Spain. However, the 
proposed amnesty is of dubious 
legality, immoral and undemocratic.

Spain’s General Council of the 
Judiciary, the body governing the 
country’s judiciary, expressed concern 
that the amnesty “entails the 
degradation, if not abolition, of the rule 

Spain’s Catalan amnesty will not foster genuine reconciliation 
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I n recent decades, the US has 
increasingly wielded financial sanc-
tions as a foreign policy tool, lever-
aging its position at the heart of the 
global financial system to ensure 

compliance, all at a fraction of the cost 
of military action. With Russia’s war in 
Ukraine and the more competitive rela-
tionship with China, America is experi-
menting with new economic policy 
weapons, such as a price cap on Russian 
oil sales and controls on technology 
exports to Russia and China. But so far, 
these measures have yielded mixed 
results. As it confronts a daunting set of 
geopolitical challenges, the US needs
a comprehensive framework for

being closely observed by other nations, 
particularly China. This situation could 
either serve as a prelude to future con-
frontation or as a positive demonstra-
tion of US power. By expanding beyond 
financial sanctions, the US risks spread-
ing itself too thin and losing credibility. 
America needs a doctrine of economic 
statecraft supported by a revamped and 
strengthened institutional infrastruc-
ture and private sector co-operation. 
Budget spending on the US public sector 
responsible for economic statecraft 
must be compared to the costs of inac-
tion or military intervention. 

The private sector, although reluctant 
to be the sharp end of US foreign policy, 
also plays a crucial role in implementing 
and enforcing sanctions. Changing cor-
porate risk calculations to ensure com-
pliance with sanctions is crucial, in 
much the same way as banks tightened 
their scrutiny of financial transactions 
to avoid large penalties. While corpora-

them beyond the reach of the US and its 
allies.

Despite being under severe US, EU 
and UK export restrictions, Russia con-
tinues to import critical components for 
its war on Ukraine. China, among oth-
ers, aids in producing dual-use goods for 
the Russian military. A few hundred 
government officials responsible for 
export controls in the US Department of 
Commerce cannot police the entire 
world. The burden of proof required to 
demonstrate that a company knowingly 
sent a component to Russia is exces-
sively high. Consequently, only inter-
mediaries end up on the sanctions list, 
bound to re-emerge under a new name 
at the same address shortly after. 
Despite the undisputed global reach of 
the US dollar, there is no infrastructure 
to “follow the money” and utilise finan-
cial sector data to pursue those violating 
export controls and the oil price cap.

The steps taken by the US now are 

finance to markets where the US lacks 
an absolute competitive advantage, 
such as global commodities and tech-
nology. The oil price cap has not been an 
indisputable success, with evidence of 
Russia selling above the cap using G7 

shipping and insurance services. Even 
when Russia appears to be selling oil 
below the cap, for instance, to India, 
inflated transport costs allow Russian-
affiliated companies, including oil trad-
ers, to capture some of the market arbi-
trage. Moreover, Russia is reducing its 
reliance on G7 companies. Shifting most 
of its exports to a shadow fleet will put 

economic statecraft to alter the private 
sector’s risk calculus.

America functions as the central node 
in the global financial architecture, 
granting it the power to threaten to dis-
connect uncooperative actors from 
access to the US dollar and international 
payment systems. For example, when 
the US unilaterally pulled out of the Iran 
nuclear deal in 2018, the threat of Amer-
ican sanctions shattered all European 
efforts to stay engaged with Iran. 

However, the success of US financial 
sanctions did not come overnight. It 
required investments in domestic insti-
tutional infrastructure, the alignment of 
objectives (including anti-money laun-
dering and counter-terrorist financing 
efforts), and the imposition of multibil-
lion-dollar fines to clean up the interna-
tional banking system after 9/11. It took 
years, if not decades, for the US to estab-
lish its credibility.

Today’s challenges extend beyond 

Economic sanctions risk losing their bite as a US policy weapon

Enhanced implementation 
and enforcement in the 

private sector would 
discourage bad actors

Elina
Ribakova

L ebanon, and perhaps much of 
the world, breathed a sigh of 
relief on Friday when Hassan 
Nasrallah, leader of the pow-
erful Lebanese paramilitary 

group Hizbollah, finally spoke after
four weeks of silence. He sounded like a 
warrior but didn’t declare war. Lebanon 
would be spared all-out confrontation 
with Israel — for now. Many Palestinians 
felt betrayed, not out of a desire for 
more conflict, but out of desperation for 
some back-up amid the devastating 
Israeli pounding of Gaza.

But Nasrallah’s speech was an open-
ing gambit in Tehran’s negotiations with 
the US for its future place in the region, 

Palestinian civilians, releasing Israeli 
hostages, bringing in aid to Gaza and 
reaching a ceasefire. Biden has also put 
the peace process and a two-state solu-
tion back on the agenda. But the longer 
Israel’s attack on Gaza continues, even 
with pauses, the harder it will be for 
Arabs to engage and for Saudi Arabia to 
salvage efforts at normalisation.

Iran also benefits from the war drag-
ging on. It may be in a tight spot now but 
it is adept at turning moments of jeop-
ardy into opportunity. This weekend, 
Nasrallah will speak again while Iran’s 
president, Ebrahim Raisi, will make his 
first visit to Riyadh to attend the sum-
mit of the Organisation of Islamic Coop-
eration. The Saudis should ask Raisi not 
just what Iran wants but what it’s willing 
to give up, from Lebanon to Iraq.

The writer is author of ‘Black Wave’ and 
distinguished fellow at Columbia Univer-
sity’s Institute of Global Politics

Kim
Ghattas

that Hizbollah’s tactics are keeping
one-third of Israel’s army busy on its 
northern border.

Nasrallah did warn escalation was pos-
sible if the war on Gaza doesn’t stop or if 
Israel oversteps the rules of engagement 
with Hizbollah. Nasrallah understands 
the rhythm of war well. He knows no US 
administration has ever called on Israel 
to cease fire within days or even a couple 
of weeks of a conflict erupting. He chose 
to speak after four weeks and more than 
10,000 Palestinian deaths, his warning 
conveniently coinciding with President 
Joe Biden’s first call for “tactical pauses”. 
Israeli prime minister Benjamin Netan-
yahu now appears to have tacitly agreed 
to such pauses.

There are now two wars evolving in 
parallel: the direct one between Hamas 
and Israel, and the indirect one waged 
by Tehran. This also means parallel 
tracks of diplomacy: the first is the 
immediate urgent task of protecting 

iently helps avoid direct retaliation. But 
Nasrallah added that those who thought 
the operation or its timing served Iran’s 
interests were wrong. Tehran is setting 
its own course.

Last month, Khaled Meshaal, a top 
Hamas official, complained that the 
group had expected more support from 
Hizbollah. But when he spoke, Nasral-
lah made clear the cavalry wasn’t com-
ing. Iran views Lebanon as a forward 
defence base with Hizbollah as a key 
line of defence should the regime come 
under direct threat — it cannot sacrifice 
this asset for the Palestinians.

Instead, Tehran will increasingly poke 
America in Syria and Iraq while Hizbol-
lah will do just enough from southern 
Lebanon to show it is helping Hamas. 
Sixty-one Hizbollah fighters have 
already been killed, a high number that 
has shocked their base, considering the 
low-intensity warfare on the border. 
Nasrallah explained it away by claiming 

or not, it seems not to have anticipated 
the scale of the operation and the
backlash. Tehran is suddenly staring at
the very real prospect of direct confron-
tation with the US and Israel — and it 
appears to have quietly decoupled its 
interests from those of the Palestinians.

Over the past year, both Nasrallah and 
the head of Iran’s Quds Force, Esmail 
Qaani, spoke of co-ordinating Iran’s 
proxies and unifying fronts against 
Israel. But in his speech, Nasrallah said 
the Hamas operation was “the result of a 
100 per cent Palestinian decision”. So 
much for unity. This of course conven-

at a critical juncture not only for the 
Middle East but for the Islamic Repub-
lic. Tehran’s top priorities are regime 
stability, amid domestic political and 
economic pressures, safeguarding as 
many of its regional assets as possible 
and ensuring a smooth succession for 
the 84-year-old Supreme Leader Ali 
Khamenei when the time comes.

Iran has spent the past 44 years using 
the Palestinian cause to advance its own 
interests and enhance its standing with 
Arabs — it promises to liberate Jerusa-
lem by using proxies to attack Israel far 
from its own borders, threatens Amer-
ica and generally plays a disruptive role. 
But the Palestinian element of the
strategy appears to have run its course 
after Hamas’s incursion into Israel on 
October 7 brought not only retaliatory 
wrath down upon Gaza, but also the 
largest US military build-up in the 
region in many years.

Whether Iran knew of Hamas’s plans 

Iran’s interests are overtaking the Palestinian tragedy

Whether Tehran knew of 
Hamas’s plans or not, it 

seems not to have 
anticipated the backlash 

Opinion

tions may argue that tracing their ship-
ments is challenging and reporting 
requirements are burdensome, they 
can, like banks in the past, develop 
sophisticated compliance systems. 
Enhanced sanctions implementation 
and enforcement in the private sector 
would discourage bad actors and level 
the playing field. In the worst-case sce-
nario, hefty fines can be a powerful 
deterrent, much as with banks.

In the absence of stepped-up enforce-
ment and improved private sector com-
pliance efforts, the effectiveness of sanc-
tions will inevitably be eroded — and 
with it the credibility of US economic 
statecraft.

The writer is a non-resident senior fellow at 
the Peterson Institute for International 
Economics. She is a director of the Interna-
tional Affairs Program and vice-president 
for foreign policy at the Kyiv School of
Economics

The purchasing power of China’s GDP is still
smaller than those of the US and EU together

Voters are deeply divided over who won the
2020 presidential election

Share of global GDP* (%)Per cent of US voters saying that Joe Biden won due to
voter fraud (total and by party affiliation)

National polls suggest Donald Trump and
Joe Biden are neck and neck
Voting intention (%)

Source: FT calculations based on data from FiveThirtyEight • Latest poll Nov 3
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version of the infamous Smoot-Hawley 
tariff of 1930. It would surely lead to 
retaliation. It would also do huge dam-
age to the World Trade Organization, by 
repudiating US commitments to lower 
tariff barriers over many decades.

As important is likely to be the impact 
on efforts to tackle climate change. The 
US itself would presumably reverse 
many measures in Biden’s Inflation 
Reduction Act. As significant might be a 
likely US withdrawal from efforts to 
promote investment in clean energy in 
emerging and developing countries.

Prospective relations with China must 
also be in question. Here the changes 
might not be that dramatic, because 
hostility to China’s rise is bipartisan. But 
the opposition to China would be less 
about ideology under Trump, who cares 
not a whit about such differences 

The mixture of this despair with 
Trump’s avowedly transactional 
approach would weaken, if not destroy, 
the trust on which current US alliances 
are based. Americans are right to decry 
the freeriding of most allies. There is no 
doubt, above all, that Europeans 
(among which the UK is included) must 
do more. But the alliance needs a leader. 
For the foreseeable future, the US has to 
be that leader. With Russia threatening 
Europe, and China a peer competitor, 
alliances are going to be more important 
than ever — not just for its allies, but for 
the US, too. Trump neither understands 
nor cares about this.

Then there are the implications for 
the world economy. Trump is proposing 
to introduce a 10 per cent across-the-
board tariff on all imports. This would 
be a contemporary (albeit milder) 

vengeful head of state, abuses of power 
could be pervasive. This would not be 
the US we have known. It might be more 
like Viktor Orbán’s Hungary or even 
Recep Tayyip Erdoğan’s Turkey.

What might this mean for the world?
Most obviously, embrace by the US of 

a man and a party that have repudiated 
the central norm of liberal democracy 
would dishearten those who believe in it 
and encourage despots and their lack-
eys everywhere. It is hard to exaggerate 
the effect of such a betrayal by the US.

insurrection. That Trump attempted to 
do so is not debatable. Neither is the 
absence of evidence of fraud to support 
his attempted coup. He is properly 
under indictment. Yet he might still win 
a presidential election. One reason why 
he might do so is that close to 70 per cent 
of people who identify as Republicans 
say they believe his lies. This is shock-
ing, though, alas, not that surprising.

What would another Trump presi-
dency mean for the US, beyond an 
endorsement of a man who attempted 
to overthrow the constitution? Obvi-
ously, the answer would depend partly 
on the balance in Congress. Yet it would 
be wrong to draw additional comfort 
from how he behaved last time. Then he 
relied on quite traditional figures from 
the military and business. Next time will 
be different. “Maga” is now a cult with 
a sizeable number of believers.

A crucial domestic plan of Trump’s is 
to replace the career civil service with 
loyal servants of the president. The 
excuse is the alleged existence of a “deep 
state”, by which critics mean knowl-
edgeable career civil servants whose 
loyalty is to the law and the state, not to 
the person in power. One reason this is 
objectionable is that modern govern-
ment cannot run without such people. 
The bigger reason is that if the intelli-
gence, homeland security and internal 
revenue services, the military, the 
Federal Bureau of Investigation and the 
Department of Justice are subservient to 
the whims of the head of state, one has 
autocracy. Yes, it’s that simple. With a 

O n November 19 1919, the 
US Senate repudiated the 
Versailles Treaty. With 
that decision, the US with-
drew its might from main-

taining what had been agreed in the 
aftermath of the first world war, leaving 
this task to the British and French, who 
lacked both the will and the means to do 
so. The second world war followed. 
After that conflict, the US played a far 
more productive role. Today, the world 
is still in many ways the one the US 
made. But for how much longer will that 
be the case? And what might follow it? 
The outcome of the next presidential 
election might answer these questions, 
not just decisively, but, alas, very badly.

Recent polls suggest that almost 55 
per cent of US voters disapprove of Joe 
Biden’s performance. They also suggest 
that Trump is slightly ahead of Biden in 
head-to-head polling before the election 
now a year away. Finally, they suggest 
that Trump is ahead of Biden in five of 
the six most important “battleground” 
states. In all, a Trump victory is clearly 
and disturbingly plausible. (See charts.)

What would that mean? The most 
important answer is that the US, not just 
the world’s most powerful democracy, 
but its saviour in the 20th century, is no 
longer committed to democratic norms. 
The most fundamental of such norms is 
that power has to be won in free and fair 
elections. Whether US presidential elec-
tions are “fair” is debatable. But they do 
have rules. Efforts by the incumbent 
to overthrow those rules amount to 

A Trump win 
would change 

the world

We would have to adapt to 
the fact that the country’s 
president had openly tried 
to subvert its democracy

between autocracies and democracies. 
He rather prefers the former. It would 
become just a contest over power, with 
Trump trying to keep the US number 
one. How differently that would turn 
out is unclear. Trump might seek to turn 
Russia against China, as Nixon did 
China against the Soviet Union. Aban-
donment of Ukraine might be his bait.

A second Trump presidency might 
not ruin the US forever. But both it and 
the rest of the world would lose their 
innocence. We would have to adapt to 
the reality that the US had re-elected a 
man who had openly tried to subvert its 
democracy. It is possible that the indict-
ments against Trump will save the 
day. But that fragile hope highlights 
today’s threat to democracy.

martin.wolf@ft.com

Martin Wolf Economics

His second term could have profound 
implications for America, its allies 
and the global economy 
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No 17,569 Set by BASILISK

  JOTTER PAD

ACROSS

1 Dignified witness snubbed by court (6)
4 Primate wasted some time hosting 
Queen in the morning (8)
9 Add gloves, masks and gowns, as well as 
trousers (6)
10 Roofer who used to be a cabinetmaker? 
(8)
12 Support person voting for introduction 
of policy (4)
13 They have crowns on support 
underwear worn by King (4,6)
15 Daddy seen dancing round Barbie’s 
partner in raucous group (4,8)
18 Graduate fled working group (8,4)
21 Lie about almost threatening removal 
man (10)
22 Personal protection supplied by chain 
letters (4)
24 Assume that man had said “pay 
attention” (4,4)
25 Further education policy linked to 
Pride? (6)
26 Mate that is protecting low fence (8)
27 Somewhere systematically suppressing 
thoughtcrime? (6)

DOWN

1 Disorganised career impressed no-one 
ultimately (8)
2 Academic paper that’s opening 
negotiating position (8)
3 Match pitch (4)
5 Part of sportsman’s yard creates 
problem for some members? (8,4)
6 What might use race circuit? (10)
7 Monstrous individual’s journey 
encapsulating Hard Times (6)
8 Force hospital to charge part of NHS (6)
11 Whip up leader of Great Britain keen on 
winning cases (5,2,1,4)
14 Emirs and Sikhs involved in fights (10)
16 Ratify allies bombing stores for 
example (8)
17 Seemingly more mature playboy’s last 
affair (8)
19 Writer revolutionary state suppressed 
(4-2)
20 Metal coin (6)
23 First couple to leave decadent festival 
(4)

Solution 17,568

You can now solve our crosswords 
in the FT crossword app at  
ft.com/crosswordapp

Dating apps seem a little lovelorn. Last 
year marked the lowest number of 
downloads in four years, according to 
data from Sensor Tower. 

That decline is dragging on market 
values. Bumble’s share price has 
dropped 70 per cent since it listed in 
early 2021. Over the same period, 
Chinese social media company Hello 
Group, which owns dating site Tantan, 
is down 64 per cent. Match Group, 
owner of Tinder and Hinge, has fallen 
83 per cent.

The odds of a near-term turnaround 
are slim. On Monday, Bumble founder 
and chief executive Whitney Wolfe 
Herd declared she was stepping down 
as CEO, and would be replaced by Slack 
CEO Lidiane Jones. 

Bumble says this is an opportunity 
for investment in new technology such 
as artificial intelligence. But there is no 
proof that AI gimmicks will increase 
paying users. 

Founded in 2014, Bumble set itself 
apart by giving women the ability to 
message first. It is the second most 
used dating app in the US but has never 
approached Tinder’s popularity. Hinge, 
which focuses on relationships, 
presents a new threat. In the last 
quarter it reported a 44 per cent 
increase in revenue on the previous 
year, more than twice the pace of 
Bumble’s growth.

Herd’s departure comes six months 
after Bumble president Tariq Shaukat 
announced his own departure. 
Investor Blackstone is also stepping 
back. It remains the biggest 
shareholder but its stake has dropped 
from 46 per cent to 27 per cent over 
the past two years, according to S&P 
Global data.

On the plus side, free cash flow rose 
28 per cent in the first six months of 
the year. Bumble has the means to 
invest in new ideas. It should prioritise 
enticing paying users to part with more 
money. Revenue per paying user 
dropped 3 per cent in the last quarter. 
If Bumble is going to invest in AI, it 
needs to find tools that users are 
willing to pay for. 

Bumble: 
heart breaker 

cent last year to £58.4mn, including 
£12.4mn in capital expenditure as it 
developed its electrolyser prototype. 
This should soon peak. Meanwhile, 
revenues, £22.1mn in 2022, are set to 
nearly triple by the end of 2025 as 
Ceres hopes to start receiving royalties. 
It should turn a profit in 2027, 
according to Visible Alpha estimates.

Cash should not be a concern for 
Ceres, though. It raised £181mn in 
early 2021. At the end of June, cash 
stood at £161mn. Though it should get 
through around £50mn this year, that 
pace will fall in coming years.

Cleanly produced hydrogen will be 
needed in large quantities to meet 
2050 net zero targets. Even so, UK 
companies that help produce it will 
remain niche investments for a couple 
more years yet. 

Shell research and development centre 
in India, it said yesterday. 

This is not the turning point for 
Ceres. The solid oxide electrolyser is 
just a prototype. Its fuel cell technology 
— which turns hydrogen and oxygen 
into electricity — is more advanced. 
But it does not intend to manufacture 
either product.

Ceres licenses its technology and 
hopes to reap royalties from 
manufacturing partners. It thus has a 
less capital-intensive business than, 
say, local peer ITM Power which does 
make its equipment. Bosch of Germany 
and South Korea’s Doosan are early fuel 
cell partners for Ceres. Both have 
factories due to open next year. 
However, a hoped-for joint venture in 
China is yet to materialise. 

Its growth investment rose 67 per 

gathering with friends becomes too 
expensive, Bowlero’s model may prove 
a gutter ball.

Hydrogen is 14 times lighter than air. 
But market forces have brought any 
related stocks back to earth with a thud.

A hydrogen hype cycle in early 2021 
lifted the market capitalisation of 
companies such Ceres Power close to 
that of FTSE 100 utility Centrica. Ceres, 
worth £2.7bn in early 2021, today 
stands at just £419mn. Ceres has 
created technology that can produce 
hydrogen from steam. Its first 1MW 
electrolyser will shortly be shipped to a 

Ceres Power/hydrogen: 
flat balloon

In 2000, a Harvard sociologist 
published Bowling Alone, about the 
fraying of US social bonds. The book 
pointed to a decline in bowling league 
participation, once a sacred institution 
of middle-class domestic life.

Bowlero hopes it can get Americans 
to fill those alleys again; they just need 
good food, drink and music. The 
founder-led and private-equity-backed 
company went public through a Spac 
merger in 2021. Today it has more than 
300 sites across the US.

With an enterprise value of $4bn and 
a stock price at about $11, it is one of 
the very few Spac listings that trades 
above the $10 issuance price.

Bowlero’s high ebitda margins, above 
30 per cent, help. Also, it is growing 
quickly through capital-intensive 
dealmaking and site remodels. In the 
past two years, capital expenditures 
have exceeded cash flow from 
operations. Not surprisingly, Bowlero’s 
own customised free cash flow 
calculation presents a more favourable 
picture.

To raise cash, the company recently 
completed a $439mn sale-leaseback 
transaction with Vici Properties, best 
known as a Las Vegas casino landlord.

Eventually, Bowlero hopes to have a 
large base of sites that are supposed to 
mint big free cash flow. One peer is 
Topgolf, the virtual driving range/
entertainment centres owned by 
Callaway, the golf kit manufacturer. 

Both offer a nightclub-like 
atmosphere expecting customers to 
pay up for booze. Sport offers a filler 
for socialising, a model that has 
worked post the pandemic.   

Of some 4,000 US bowling alleys, 
many are independently owned. That 
leaves a big roll-up opportunity for 
Bowlero. But the soaring cost of capital 
squeezes the economics of its earlier 
investment plans. Moreover, higher 
interest rates may damp any sizzle in 
discretionary consumer spending, 
leaving lanes underutilised. If 

Bowlero: 
alley cats

It took just one day for the euphoria to 
wear off. News of a short selling ban in 
South Korea on Monday sparked a 
6 per cent jump in the country’s 
benchmark Kospi index, the most in 
more than three years. The next day a 
sharp share price reversal triggered a 
circuit breaker. That should not 
surprise. Short selling bans historically 
have had little lasting impact on 
market activity.

Korean regulators ordered a full ban 
on short selling — the first such 
restriction in three years — that will 
last to the end of June. Hopes abound 
for this blunt policy instrument in 
Korea. Retail investors count on the 
ban to encourage short covering to 
boost stock prices. Politicians yearn to 
win favour from voters.

During the 2008 financial crisis US 
regulators banned the short selling of 
financial stocks, for just over two 
weeks. That did little to stabilise 
markets. A previous prohibition had 
the opposite effect in 1932, sparking a 
market drop of more than 50 per cent.

Short trading bans often curtail 
trading liquidity, pushing bid to offer 
spread costs up. The Federal Reserve 
estimated that extra trading expenses 
resulting from the US ban in 2008 were 
more than $1bn.

The timing of Korea’s prohibition is 
peculiar. Though down since 
midsummer, Korea’s Kospi index is up 
this year. Without a looming crisis, one 
suspects the latest restrictions have a 
political angle. National legislature 
elections are coming in April. Market 
curbs are often welcomed by retail 
investors who sometimes see short 
sellers as vultures in the market. 

It is true that nearly all short selling 
is done by foreign and institutional 
investors. But the practice is hardly 
pervasive there. Of total market value, 
short selling activity accounts for less 
than 1 per cent of the local market 
turnover.

These curbs complicate hedging 
processes. That can dent confidence in 
Korea’s equity market and deter capital 
market activity. Institutional investors 
turned net sellers of Korean stocks 
yesterday. Shares of electric vehicle 
battery parts company EcoPro 
Materials, the country’s second-largest 
listing this year, priced the same day at 

Short selling ban: 
the big thwart

the bottom of its marketed range.
Short sellers contribute to market 

liquidity and effective price discovery. 
Keeping markets as open as possible is 
the best way to enhance their 
efficiency. 

Twitter: @FTLex 

The ranks of the rich shrank last 
year. That does not necessarily mean 
wealth managers such as UBS have 
less in their coffers.

A mood of caution persists among 
clients, according to boss Sergio 
Ermotti. But the bank still struck an 
upbeat tone yesterday. Shares rose as 
much as 4 per cent as it reported a 
stronger than expected inflow into its 
wealth arm in the third quarter.

UBS’s $3.3bn takeover of Credit 
Suisse in March might have been a 
cue for mass departures of 
disgruntled clients. But the wealth 
unit reported $22bn of net inflows, 
with the Credit Suisse Wealth 
Management business notching up its 
first quarterly net inflows since the 
beginning of 2022. 

Yes, clients left. But the bank has 
lured some back, while winning new 
customers and more business from 
existing ones. The departure of 500 
relationship managers has so far 
resulted in a loss of just $20bn of assets 
under management, a half per cent of 
the total.

Securing client loyalty does not come 
cheap. Their cash is being funnelled 
into higher-yielding products faster 
than before. That has reduced the 
wealth arm’s net interest income by 3 
per cent over the quarter. 

Even given its scale, rivals circle. Citi 
has made growing its wealth business a 
strategic priority. Morgan Stanley, the 
largest wealth manager, is pushing 
deeper into the market. Outgoing chief 
executive James Gorman has promised 

to triple its assets under management 
to $20tn.

UBS’s invested global wealth assets 
of $3.6tn put it behind its more highly 
valued rival Morgan Stanley. Buying 
Credit Suisse will add tens of billions 
of dollars in equity. But since then, 
the UBS price-to-book value at 0.9 is 
closing the gap with the 1.4 times of 
Morgan Stanley. UBS’s share price has 
performed over six months, up 28 
per cent. Its rival’s has fallen.

Scale has advantages. UBS should 
achieve greater operating efficiency 
and pricing power as a result of 
bulking up. Better to capture more of 
the 53 per cent rise of clients in the 
$50mn-plus club since 2017. These 
quarterly results suggest that it will 
succeed.
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Net new money has returned 
to Credit Suisse
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UBS: wealthy prospects
The Swiss bank’s shares have performed strongly since its March takeover of Credit Suisse. Its wealth 
management arm has announced $22bn of net inflows in the latest quarter. The US is home to the greatest 
number of the wealthiest individuals, those with more than $50mn in assets.
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