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Brush with the law

Urgently needed haircut derailed by
litigation risk — NoTEBoOOK, PAGE 14

Russia’s pandemic

Virus crisis blows hole in Putin’s
agenda — BIG READ, PAGE 13

USA $2.50 Canada C5$3.00

End the blame game

Global inquiry could ease China-US
MIistrust —GIDEON RACHMAN, PAGE 15

Holding tight
Italian family
together again

Melia Famoso, right, and her husband
Giovanni embrace their grandchildren
after almost two months’ social distanc-
ing under Italian lockdown near Milan.

Italy entered the second phase of its
coronavirus emergency yesterday by
gradually relaxing strict measures that
have been in force for 55 days. Some
4.4m returned to work, and cafés and
barsreopened for takeaway service.

But as Italy started to reopen its econ-
omy, there were calls across France, Ger-
many and Spain urging caution when
easing lockdowns. Employers want to
return to work but are concerned they
will be liable for staff illnesses and
deathsif social distancing is ineffective.
Europe’s lockdowns page 3
Shine off Salvini page 4

Aviation industry reels from new
GE job cull and Buffett stock sale

o 10,000 more lay-offs ® Berkshire selling revelations hit shares @ Doubts on travel restart

ANDREW EDGECLIFFE-JOHNSON
—NEW YORK

CLAIRE BUSHEY — CHICAGO
JAMES POLITI — WASHINGTON

The aviation industry took another
hammering from the coronavirus crisis
yesterday as GE cut 10,000 aerospace
jobs, US airline shares tumbled after
‘Warren Buffett disclosed he had sold his
stakes in them, and Washington cast
doubt on the resumption of air travel
from the US this year.

The new permanent lay-offs at GE
Aviation come on top of a cut of 2,600 to
its US headcount last month and are
expected to hit a quarter of a 52,000-
strong workforce stretching from Ohio
to Europe over the coming months.

The worldwide economic shutdown
has been devastating for the aviation

industry, with carriers warning it could
take years for the sector to recover, and
aircraft and engine manufacturers
scrambling toslash capacity.

Steven Mnuchin, the US Treasury sec-
retary, said it was “too hard to tell” if the
US would relax restrictions on interna-
tional travel to Asia and Europe this
year. President Donald Trump waslook-
ing for “ways to stimulate travel”, Mr
Mnuchin said, but he suggested that the
effort would initially be limited to travel
within the US.

Asked on Fox Business if global travel
would reopen this year, Mr Mnuchin
said: “Too hard to tell at this point. I
hope down the road itis . . . Our priority
is opening up the domestic economy.”

He added: “For business people that
do need to travel, there will be travel on

a limited basis. But this is a great time
for people to explore America.”

The aerospace industry is facing a
severe drop in demand after more than
adecade of booming orders. Airbus and
Boeing have cut production by 35 per
cent and 50 per cent, respectively. Rolls-
Royce, the UK engine maker, is prepar-
ing to cut 8,000 jobs and 12,000 will go
at British Airways.

“To protect our business, we have
responded with difficult cost-cutting
actions over the past two months.
Unfortunately, more is required as we
scale the business to the realities of our
commercial market,” David Joyce, chief
executive of GE Aviation, told staff.

The cuts in a business that makes
engines, components and integrated
systems for commercial, military and

business aircraft were “the required
response to the continued contraction
of the industry and its protracted recov-
ery”, Mr Joyce said.

Shares in Delta Air Lines were down

= i 9 per cent in midday trade yesterday,
Lay-offs at GE with United and Southwest down 8 per
Aviation come cent and American down 10 per cent
on top of a cut after Mr Buffett said his Berkshire Hath-
of2,600toitsUS  away group had exited the carriers last
headcount last month. The investment vehicle sold
month and are more than $6bn in stock related to air-
set to hit a line trade. “It turns out T was wrong,” Mr
quarter ofa Buffett said during the annual investor
52,000-strong meetingat the weekend.
workforce “The airline business — and I may be
wrong and I hope 'm wrong — I think it
has changed in a very major way.”
Additional reporting by Mamta Badkar
in New York

» Global donors in €7.4bn research pledge
An online, G20-backed pledging conference has
nearly hit a €7.5bn target to fund testing, treatment
and a vaccine for Covid-19, despite a number of
high-profile absentees including the US.— pace 2

» Norwegian investors clear way for rescue
shareholders in the low-cost airline have backed a
debt-for-equity swap enabling it to unlock a state
rescue after dramatic weekend talks — even though
they will be all but wiped out.— PAGE 5; LEX, PAGE 16

» France and Netherlands in EU trade call
Paris and The Hague have jointly urged tougher
enforcement of green and labour standards in EU
trade deals, saying activities of countries granted
access to its market must be better policed.— pace &

» Australia and New Zealand ‘bubble’ bid
Wellington premier Jacinda
Ardern and Australia’s cabinet
will holds talks today to discuss
a “trans-Tasman travel bubble”
and work on a Covid-19 contact
tracing phone app.— pacEe 3

» Silver Lake agrees Reliance Jio stake

The 8ilicon Valley private equity firm has agreed to
invest $750m in Mukesh Ambani’s fast-growing
Indian digital services company, less than two
weeks after Facebook took a $5.7bn stake — PaGe 5

» Japan housebuilders queue for the toilet
A shortage of lavatories from Chinese factories in
mid-March, peak buying season as people move
house before the new financial year, has sparked
surging demand from Japan’s builders.— pace &

» Lower eurozone growth looms

The latest European Central Bank survey of
professional forecasters has shown that eurozone
growth and inflation rates are expected to fall
sharply while unemployment surges.— pacEe &

Datawatch

Island hoping

Assistance needed fo offset the cost

Islands dependent
‘on income from
visitors will need

of the pandemic ($bn) significant
Maldives financial help this
Bahamas year, as tourism is
Jamaica ravaged by the
Mauritius pandemic. The
Barbados Maldives, where
Fiji the sector makes
St Lucia up two-thirds of
Antigua GDP, is expected
0 0.5 1 to need at
Sources: Unctad (estimates) least $1.15bn

Claims of secret burlals in
Tanzania virus cover-up

President John Magufuli made a point
of going to church and declaring the
‘satanic’ coronavirus could not survive
among the faithful while other African
leaders were preparing for lockdown.
0On Sunday he said a laboratory was
fabricating positive results under the
influence of ‘imperialists’ Now doctors
and opposition leaders say Tanzania’s
government s covering up the extent
of the crisis, even carrying out secret
night burials while hospitals overflow.
Analysls » PAGE 3

Top Amazon engineer quits over firing
of whistleblowers with Covid concerns

PATRICIA NILSSON — LONDON

One of Amazon’s most senior software
engineers has quit in protest over the
retailer’s dismissal of whistleblowers
who brought attention to safety con-
cerns among its warehouse workers.

Tim Bray, a vice-president and top engi-
neer at Amazon Web Services, the
retailer’s cloud computing division, said
yesterday he had resigned after having
“escalated [concerns] through the
proper channels and by the book™.

“I quit in dismay at Amazon firing
whistleblowers who were making noise
about warehouse employees frightened
of Covid-19,” he said in ablog post.

Amazon refused to comment.

Unprecedented demand for online
shopping during the pandemic has
prompted the company, a world leader

hire 175,000 new warehouse workers in
just under two months. However, Ama-
zon has been accused of putting employ-
ees in danger by not slowing the pace of
their work or providing them with ade-
quate protective equipment.

Surging sales have also come at a high
cost, with Amazon warning that it might
spend $4bn on Covid-related charges in
the second quarter of the year, with
excesssales largely wiped out.

But many still argue that the com-
pany has not done enough. In Italy,
workers have gone on strike at several
distribution centres, protesting against
unsafe conditions and alack of informa-
tion on infected colleagues.

France has ordered Amazon to ship
only “essential” items until it can ensure
sufficient health and safety measures in
warehouses.

Amazon has fired several workers who
were behind protests and walkouts
organised to draw attention to concern
over staff safety.

Chris Smalls, who in March organised
awalkout at an Amazon fulfilment cen-
tre in New York, was fired by Amazon
for “violating social distancing guide-
lines and putting the safety of others at
risk”. The company has since also laid
off office workers who voiced concern
over their roughly 1m colleagues work-
ingin Amazon warehouses.

Christy Hoffman, general secretary of
international federation UNI Global
Union, said criticism of Amazon’s treat-
ment of workers in its warehouses was
affecting its ability to retain tech talent.
“Many people came to Amazon to make
the world a better place, and now you
see top leaders saying that the company

RONALD PHILLIPS

FINE ANTIQUE ENGLISH FURNITURE

in ecommerce and cloud computing, to In the US, where unions are weak, doesnotshare that mission,” she said.
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New York state governor outlines rules
permitting regions to end shutdowns

Governor Andrew Cuomo detailed the conditions
regions in New York state will have to satisfy in order to
reopen on May 15 as it recorded its lowest daily corona-
virusdeath toll —226 — in more thanamonth.

To resume normal operations, an area of the state will
have to demonstrate that its caseload has been declin-
ing for 14 days. It must also have at least 30 per cent
spare capacity in its hospitals and a 90-day supply of
protective equipment for staff.

Iran will allow Friday prayers and
mosque reopenings in selected towns

Iran is set to hold Friday prayers this week and has
reopened mosques in a handful of towns believed to
pose alowrisk to public health after about two months
of closure.

Iran’s health ministry said prayers would be held in
157 towns on Friday while people could go to mosques
in 152 towns from Monday. Worshippers can spend a
maximum of half an hour in mosques and have to wear
face masks and gloves, whileno tea can beserved.

Indians toast end of alcohol ban

Residents of Bangalore line up the buy alcohol yesterday
as India ended six weeks of strict prohibition. The banon
alcohol was aimed at limiting social gatherings but it also
deprived state governments of vital tax revenues.

Vestager urges European states to focus
on adopting decentralised tracing apps

The EU is pushing member states to agree to a “decen-
tralised” approach when it comes to deploying tracing
apps to help contain the pandemic.

Executive vice-president Margrethe Vestager told
the European Parliament: “We're discussing with mem-
bers how to build a system where existing apps can talk
to one another so cross-border travel becomes safe.”

That was why working to have a consensus towards
decentralised storage was important, she added.

Hundreds moved from Greek camp
to reduce risk of infection on Lesbos

Almost 500 people left the Moria camp at the weekend
inan effortto prevent the spread of coronaviruson Les-
bos, the Greek migration ministry said.

No confirmed case of Covid-19 has been reported at
any of the reception centres hosting an estimated
38,000 asylum seekers on five eastern Greekislands.

Six Greek residents of Lesbos infected with the virus
have recovered, and facilities at Moria have been
extended to provide testing for local people.

Cases so far

3,544,281

and 248,816 deaths by 6pm BST on May 4
Source: Johns Hopkins University, CSSE

Read more at f.com/coronavirus

Treatment initiative

G20 funding push nears €7.5bn goal

EU-led conference seeks
to develop vaccine and
distribute worldwide

MICHAEL PEEL — BRUSSELS
KATRINA MANSON — WASHINGTON
ANDREW JACK — LONDON

An international donor drive has allbut
hitits targetto raise €7.5bn to boost test-
ing and treatment for coronavirus and
the development and distribution of a
vaccine, despite high-profile absentees
including the US.

An online G20-backed pledging con-
ference led by Ursula von der Leyen,
European Commission president, invol-
ving more than 40 countries had posted
€7.4bn when it closed yesterday.

The pledging effort underscored both
the international urgency to find ways

to combat the virus and the financial,
political and logistical obstacles to
achievingthatgoal.

“All this money will help kick-start
unprecedented global co-operation,
and it will create a truly unique global
public good,” said Ms von der Leyen, as
she called for a multilateral approach at
a time of rising global tensions over the
pandemic. “But more — much more —
will be neededin the months to come.”

Big donations announced yesterday
included €1bn from the commission,
$1bn from Norway and $500m from
Saudi Arabia, which holds the G20’s
rotating presidency. The total is back-
dated to include donations announced
since January. The pledge window also
extends until later this month to allow
other countries time to win cabinet or
parliamentary approvals for funding.

The event was partof a broader initia-
tive launch by the World Health Organi-
zation, from which President Donald
Trump has suspended US funding for
allegedly mishandling the crisis. The
WHO denies this.

The US said it supported the EU but
defended its decision not to join the
effort. It said it was already the single
largest contributor to the global virus
response and funded many ofthe health
bodies and programmes that would
benefit fromyesterday’s fundraiser.

“As the global leader in Covid-19 for-
eign assistance we welcome the EU
efforts [for] pledges for additional con-
tributions to combat this pandemic,”
said a senior administration official.

Fellow G20 members Russia, India,
Argentina, Brazil and Indonesia also
stayed away from the conference.

“This money
will help
kicle-start
global
co-operation
and create
atruly
unique
global

public good’

China joined the Brussels conference
through Zhang Ming, its ambassador to
the EU. He warned that “blame games”
were “not useful atall”, in a sign of ten-
sions over what critics see as China’s
attempts to avoid responsibility for the
pandemicthat originated in Wuhan.

Supporters of pledging argue it could
prove cost-effective as well as life-sav-
ing, if development of a vaccine spares
the world months or years of economic
contraction and waves of reinfection.

Global health bodies suggest the full
cost of worldwide inoculation could
reach $25bn, once funding needed to
distribute vaccine doses is considered.

Jeremy Farrar, director of Wellcome,
the medical foundation, said: “Further
funding delays risk this critical research
not happening and take us further away
from finding effective treatments.”

On the move
Thailand
eases curbs

Traditional Thai dancers wearing
protective face shields perform at the
Erawan shrine in Bangkok yesterday
after the Thai government relaxed
measures to combat the spread of the
Covid-19. Various businesses were
allowed to reopen but the
government warned that strict
measures would be reimposed should
cases increase again.

Miaden Antorow AFPIGery Images

Business grows increasingly

worried that the economic and

political outlook is worsening

ANDRES SCHIPANI AND BRYAN HARRIS
SAQ PAULO

‘Wearing a green suit and golden tie and
shoes — the colours of Brazil’s flag — to
meet president Jair Bolsonaro, Luciano
Hang, owner of department store chain
Havan, belongs to a shrinking cohort of
faithful, who profess unwavering trust
inthe far-right leader. “There isa sensa-
tion of confidence and optimism,” he
says after the meeting.

Anincreasing number of — more dis-
creet — business leaders are nurturing
doubts, however. Brazil’s business com-
munity rejoiced about the president’s
free market views when he was elected.
Itis now anxious that the economic and
political outlook under the mercurial
president is fast deteriorating.

A key business confidence index by
FGV IBRE fell in April to the lowest level
on record, reflecting the prospect of a
second recession in less than five years,
stemming from the Covid-19 pandemic.

Policy U-turn. Emergency measures

Corporate Brazil frets over Bolsonaro

The death toll from coronavirus in
Latin America’s largest economy has
surpassed that of China, with an official
count of more than 7,025 victims. A
political crisis rages on following a judi-
cial investigation into President Jair Bol-
sonaro. The liberal economic agenda of
Paulo Guedes, finance minister, has
been derailed by emergency measures
amid rumours he will leave the adminis-
tration, pushing the Brazilian currency
last week to anew low.

“People are starting to say this is not
what we have hoped for,” said a senior
official at a business lobby group.

“As long as there is this combination
of extremely low activity level and high
uncertainty about the future, unfortu-
nately business confidence will remain
wverylow,” said Aloisio Campelo Junior of
FGV Ibre, whose industrial confidence
index also dropped to its worst level,

It is a radical change from only
months ago. Then, Mr Guedes, the Uni-
versity of Chicago-educated economy
minister, was on track to revamp Bra-
zil’s economy by rooting out vested
interests, liberalising markets and ush-
ering in a more open style of capitalism
through reforms. But the abrupt resig-
nation of justice minister Sérgio Moro

last month fuelled fears Mr Guedes —
one of the few remaining technocratic
moderates in the administration —
could be next. His departure would kill
offhopes for post-pandemic reforms.

“What Guedes preached was music to
our ears. If he leaves, it would be a total
disaster,” said a senior banker from Séo
Paulo’s Avenida Faria Lima, known as
Brazil’s Wall street, where until only
recently the optimism was palpable fol-
lowing the passage of crucial reforms at
theend of last year.

The president tried to reassure inves-
tors last week that “the man whe
decides the economy in Brazil is called
Paulo Guedes”. The economy minister
then reiterated the importance “of
structural reforms” to emerge from the
crisis. Local business people remain
unconvinced. “How can we know this is
sustainable? There is a high level of irre-
sponsibility as Bolsonaro is very impul-
sive,” said the banker.

When questioned about the rising
death toll, Mr Bolsonaro replied: “So
what?” He has clashed with his cabinet,
senior lawmakers, top judges and gover-
nors over social isolation measures. On
sunday, he drew supporters in Brasilia
againstmany of those measures.

‘There is a
pandemic
everywhere
in the world
but here
you have a
pandemic
coupled
with a
political
crisis’

For Alessandra Ribeiro, director of
macroeconomics at consultancy
Tendéncias, “uncertainty is the main
problem, the risk is the government is
going to start using fiscal policy to fuel
growth”. The administration is releasing
a monthly cash transfer of R$600
(US$110) to low-income citizens that
some fear Mr Bolsonaro may want to
retain to sustain his popularity.

“The moment Guedes realises that his
fiscal responsibility agenda went to
waste because Bolsonaro turned to a
populist economic agenda, that is when
he will throw in the towel,” said a top
Brazilian banker.

Paulo Skaf, head of Fiesp, the power-
ful industry lobby group in So Paulo,
said: “Paulo Guedes is not leaving,”
stressing that “the reforms at this point
gave way to emergency actions”.

A financier close to the Bolsonaro
family said “the drop in fiscal conserva-
tism is not based on Guedes being out of
favour but on the realities of Covid™.

Still, one infrastructure investor said:
“Bolsonaro has been screwing up witha
certain frequency. There is a pandemic
everywhere in the world but here you
have a pandemic coupled with a politi-
cal crisis. Itis a tremendous problem.”

MAKE A SMART INVESTMENT
Subscribe to the FT today at FT.com/subscription

Latin America

Bolivia leader faces claims of using outbreak to tighten grip

FINANCIAL TIMES
330 Hudson Streef,
Mew York, NY 10013

Subscriptions and Customer Service

Tel: +1800 628 8088

uscirculation @ftcom, www ft.com/Subsusa
Advertising

Tel: +1917 5515040

usads@ft.com

Letters to the editor
letters.editor@ftcom

Executive appolntments
wwwaexec-appointments.com

Published by

FT. Publications Inc.

330 Hudson St, New York,
MY 10013, USA;

Tel: +1 917-551-5000;
Editor: Roula Khalaf

Printed by

Blue Island Newspaper Printing, Harvey, IL
Evergreen Printing Company, Ballmawr, M)
Southwest Offset Printing, San Jose, CA

Sun Publication Inc, Lakeland, FL

Published daily except Sundays, New Year's Day,

Good Friday, Independence Day, Thanksgiving, the
day after Thanksgiving, Christmas Day and the day
after Christmas Day.

US subscription rates, 1 year $40&. Periodicals
postage paid at Mew York, NY and at additional
mailing offices; Post-Master. Send address changes
ta FT. Publications Inc, PO Box 469, Mewburgh, NY
12551; USPS number, 190440; ISSN# 09150460,

® Copyright The Financial Times Limited 2020,

All rights reserved.

Reproduction of the contents of this newspaper in
any manner is not permitted without the publisher's
prier consent. ‘Financial Times” and 'FT" ane
registered trade marks of The Financial Times
Limited. The Financial Times and its journalism are
subject to a self-regulation regime under the FT
Editorial Code of Practice:

www ft.com feditorialcode

Reprints are available of any FT article with your
company logo or contact details inserted if required
(minimum order 100 copies). One-off copyright
licences for reproduction of FT articles are also
available.

For bath services phone +&4 20 7873 4816, or
alternatively, email syndication@ft.com

GIDEON LONG — BOGOTA

When Evo Morales quit the Bolivian
presidency amid electoral fraud allega-
tions in November after 14 years in
power, it seemed his replacement
would be in the job for a few weeks —
just long enough to organise fresh elec-
tions and oversee atransition.

But coronavirus and interim president
Jeanine Afiez’s political ambitions have
changed that. After repeatedly saying
she had no intention of running for the
presidency, she performed a U-turn in
January and threw her hatin thering.

Then came the virus. The election,
scheduled for this weekend, was
shelved. Ms Afiez has free rein to rule
until a new one can be organised. On
Thursday, parliament passed a law stat-
ing the poll must be held by August 2,
but Ms Afiez said the election should be
held “when the pandemic allows us to™

As Mr Morales, who fled to Mexico
after resigning, noted ruefully in an
interview on April 20, the pandemic fits
herplans “likea ringona finger”.

Some have accused the rightwing
former senator of exploiting the virus
forher electoral advantage.

In an echo of US president Donald
Trump’s “personally signed” economic
stimulus cheques, she put her own
name at the bottom of her government’s
announcements of financial measures
to combat Covid-19. On her Twitter
account, she describes herself as “presi-
dent” —not interim or actingpresident.

“The government has overstepped its
bounds,” said Eduardo Gamarra, a
Bolivian professor at Florida Interna-
tional University. “When talking about
the virus they’re essentially in campaign
mode. They're proselytising at the same
time as doing their jobs.”

In some ways it is remarkable
that Ms Afiez is in poweratall. &
‘When Mr Morales fled, she was
only fourth in line to his throne,
but the three menahead of her
quit, paving the way for her
ascent.

Her response to the pan-
demic has been forthright.

Jeanine Afez:
free rein to rule
after elections
this weekend
were shelved

Sheimposed alockdownin March when
there were just 24 confirmed cases. The
country has registered only 1,110 cases
of Covid-19 and 59 deaths, below the
Latin American average, although test-
ing has been sporadic.

Polls suggest most Bolivians like the
tough approach. When she extended
the lockdown, 76 per cent of people
approved, but that does not mean they
want her astheirnext president.

The last key poll before the pandemic
suggested she was third in voter inten-
tions, behind Luis Arce, Mr Morales’s
longstanding socialist finance minister,
and Carlos Mesa, a former presi-

the candidates. Some polls

since have suggested Ms
Afiez has clawed back

ground but they have been
online because of lock-
down.

“Ina country like Bolivia
online polls can't really be
trusted because so
many people, espe-
cially in rural areas,
don’t have access
to the internet,”

dent and the more centrist of

said Fernando Molina, a journalist and
political commentator in La Paz.
Lawyers and human rights groups
have expressed concern about the gov-
ernment’s actions. When the Afiez ad-
ministration extended the lockdown it
warned that “individuals who . . . mis-
inform or cause uncertainty to the pop-
ulation will be subject to criminal char-
ges for crimes against public health”,
José Miguel Vivanco, director of
Human Rights Watch in New York,
responded: “The Bolivian government
appears to be taking advantage of the
pandemic to give itself the power to
punish anyone who publishes informa-
tion the government deems ‘incorrect””
The Committee to Protect Journalists
said the “vague regulations” made the
government “look more concerned
about its public image than about an
effectiveresponse to the crisis™
on April 15, government minister
Arture Murillo said security forces had
arrested 67 “political actors” for taking
part in “destabilisation and disinforma-
tion movements”. He said 37 of them
had been tried and convicted. Amnesty
International has voiced concern and
requested more information.
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Tanzanian leader accused of
suppressing death statistics

President blames ‘imperialists’ for the large number of positive results in tests

DAVID PILLING — LONDON

Tanzania’s government is covering up
the true extent of the coronavirus pan-
demic with secret burials at night while
hospitals overflow and three parliamen-
tarians are thought to have died from
the disease, say doctors, opposition
leadersand activists.

President John Magufuli, who has
spent much of the crisis in his home vil-
lage 750 miles west of Dar es Salaam, the
commercial capital, denies the virus is
serious and has urged people to stay at
work and attend religious ceremonies.

On Sunday, in a national address, Mr
Magufuli accused the national labora-
tory of fabricating results under the
influence of what he called imperialists.
“We only see them releasing positive,
positive, positive results,” he said.

Zitto Kabwe, an opposition leader,
said the allegation could cause people to
lose faith in the health system’s response
to Covid-19. He cited secret records kept
by doctors that, he said, showed the
number of infections nationally was six
times the official figure of 480. Accord-
ing to government records, 16 people
have died of the virus.

Night burials had been held in differ-
ent parts of the country, including Aru-
sha and Dar es Salaam, with gravedig-
gers and pallbearers wearing protective
clothing, said Mr Kabwe, whose party
had sent people to film ceremonies at
Uninio, north of Dar es Salaam.

Although schools have been closed
since mid-March, social distancing has
not been enforced strictly, making the
nation of 56m people unusual in Africa,
where many countries have imposed
lockdowns, curfews and other controls.

Last week, Augustine Mahiga, 74, jus-
tice minister, became the third parlia-
mentarian in 11 days to die after a short
illness, though there was no official con-
firmation it was Covid-19. The three
deaths represented almost 1 per cent of
the 384-member national assembly,
and the opposition Chadema party said
its MPs would no longer attend.

The government said it had imple-
mented more than 40 measures to curb
the pandemic and was learning from
other countries. It defended its statistics
and denied it was hiding the extent of
the outbreak, adding: “It takes one to be
insane to insinuate that Tanzania is not
takingserious measures or hiding data.”

A person close to the medical profes-
sion said it was almost impossible to
secure a hospital bed in several cities.
The Aga Khan hospital in Dar es Salaam
had a well-equipped ward for 80 coro-
navirus patients, but several were dying
each night, he said.

“There is such a hush-up on how
many people are really sick with
Covid . . . all the hospitals are full,” he
said. “We always thought it would be the
elderly that would succumb, but we are
alsolooking atcases . . . in their 30s and
40swho we know have passed away.”

Fatma Karume, a lawyer and govern-

Dar es Salaam: mentcritic, said: “OnMondayIwokeup  “There is

enforcement of to find that five people 1 knew had

social distancing  passed away from respiratory illnesses.” sucha

has been less People were not admitting that they _

than stringent were infected after the government hush Ly

in Tanzania claimed only the weak died from how many

Ericky Boniphace/ AFFY Covid-19. “They want to own the num-

Seimas bers and the statistics,” she said, adding people :'ll‘ﬁ
that a lawyer who had urged more really sick
transparency had been arrested. H :

Ms Karume said she blamed Mr with Covid.
Magufuli for retreating to his home vil- All the
lage of Chato on Lake Victoria. “He basi- =
cally told us to go back to work and pray, hOSpltE,llS
then he got on his private presidential are full

jet, went to Chatoand leftustoit.”

Mr Magufuli, elected in 2015 on a
pledge to eradicate corruption, has
become increasingly authoritarian,
declaring pregnant girls should be
banned from school and clamping down
on the internet and press freedom.

While other African leaders reacted

swiftly to coronavirus, closing frontiers
and preparing for lockdown, Mr Magu-
fuli made a point of attending church
gatherings, declaring the “satanic” virus
could not survive in the faithful.

In his criticism of the laboratory, Mr
Magufuli said he had arranged for sam-
ples of blood from goats, sheep and the
francolin bird, as well as papaya, jack-
fruit and engine oil, to be sent for test-
ing. The samples had been given false
identities, he said. “We took the papaya
sample and gave it the name Elizabeth
Ann, 26-year-old female. The papaya
results were positive,” he said. “There
were many such shocking outcomes.”

1f Mr Magufuli was so confident the
risk had been exaggerated, said Mr
Kabwe, why was he “hiding” in Chato?
“We have been asking him to come out
and lead thisfight,” he added.

Additional reporting by Donald Magomere
in Nairobi

Takeda

Pharma group urges lifting of
barriers to plasma treatment

ANDREW JACK — LONDON

Regulations on blood donations should
be overhauled to accelerate the testing
and treatment of coronavirus patients
with the plasma it contains, a drugs
company developing the therapy said.

Christophe Weber, chief executive of
Takeda, the Japanese pharmaceuticals
group, called for fewer barriers to the
collection and use of convalescent
plasma which is pooled from patients
who have recovered from the virus.

Citing “cultural and ethical issues”
restricting the increased production of
experimental pooled plasma therapies
derived from blood, he said: “It requires
every country to allow it. We will need
flexibility toaccelerate the process.”

Plasma in those who have recovered
from Covid-19 contains antibodies with
the potential to kill the virus. Research-
ers have highlighted convalescent plas-
ma’s potential as a therapy. Blood plas-
ma has been given to patients in anum-
ber of cases, with some success.

The method has been used to tackle
other infectious diseases including Sars,
Mers and Ebola, as well as Spanish flua
century ago. Doctors in several coun-
tries are running trials to confirm the
initial promise.

The approach offers scope to swiftly
treat the most severely ill patients, espe-
cially as testing and production of other
experimental medicines and vaccines

are still many months from realisation.

By contrast, Takeda is one of a
number of companies launching clinical
trials using pooled, purified and concen-
trated versions of convalescent plasma
derived from multiple donors, known as
hyperimmune globulin.

Mr Weber said individual donations
would “never be a long-term solution™
as they could not be scaled sufficiently.
But Takeda and others are testing thera-
pies made from combined and purified

Flexibllity: Japan's
Takeda wants
fewer barrlers on
blood plasma use
from recovered
Covid-19 patients

versions of recovered patients’ plasma
on alarge scale with more antibodies.

Last month, pharma companies,
including Takeda, working on plasma-
derived therapies, launched the CoV-
Ig-19 Plasma Alliance, which is refocus-
ing its network of donation centres to
pool convalescent plasma where allow-
ed, including Austria, the Czech Rep-
ublic, Germany, Hungary and the US.

Separately, the European Commis-
sion has recently issued guidelines and
is working with the European Blood
Alliance, a network of national blood
organisations, to expand capacity to col-
lect plasma across the EU.

Trans-Tasman agreement

Australia and New Zealand in
talks to restore travel links

JAMIE SMYTH — SYDNEY
EDWARD WHITE — WELLINGTON

Australia and New Zealand will hold
talks today to establish a “trans-
Tasman travel bubble” in one of the
first moves to restore international
links following their success in sup-
pressing coronavirus.

Jacinda Ardern, New Zealand’s prime
minister, will join Australia’s cabinetina
meeting to discuss the steps required to
resume unrestricted travel between the
countries and work on a Covid-19 con-
tact tracingmobile phone app.

The development follows efforts by
the trade ministers of both countries
and some of their Pacific Ocean counter-
parts to agree guidelines to enable
essential businesstravel.

Ms Ardern said there would not be an
immediate relaxation of international
travel restrictions with Australia, which
mandates a 14-day quarantine period
for passengers in either direction. But
she said Wellington and Canberra were
working towards similar timelines for
resuming quarantine-free travel, which
would provide huge advantages to both
nations.

“Both our countries’ strong record on
fighting the virus has placed us in the
enviable position of being able to plan
the next stage in our economic rebuild
and to include trans-Tasman travel and
engagement in our strategy,” she said.

New Zealand reported no new cases of
coronavirus yesterday for the first time
since March 16. Australia has 6,825 con-
firmed cases but has slowed the rate of
infection dramatically and begun to
ease social distancing restrictions and
open up parts of its economy.

In preparation for the resumption of
Australia’s rugby league season on May
28, the New Zealand Warriors were
granted permission to fly to New South
‘Wales at the weekend to begin training.

On Saturday, trade ministers from
Australia, Canada, South Korea, New
Zealand and Singapore agreed a multi-
lateral effort to resume the flow of
goods, services and personnel.

The plan includes “guidelines to
allow, on an exceptional basis, essential
cross-border travel for purposes such as
maintaining global supply chains,
including essential business travel”,
theysaid.

Ben Cowling, a professor in epidemi-
ology at the University of Hong Kong,
said while such agreements might ena-
ble travel without 14-day quarantine
periods, the resumption of flights would
still raise the risk of new opportunities
forinfection.

“Not everywhere will be able to do
this — and also it is the kind of thing that
may be in place for a while and then
stopped for a while if numbers [of new
infections] were to go up in a particular
place,” Mr Cowling added.

Europe

Anxiety and caution
greet easing of controls

VICTORMALLET — PARIS
DANIEL DOMBEY — MADRID
GUY CHAZAN — BERLIN

Union leaders, politicians and the
wider public in France, Germany and
Spain are urging governments not to
move too quickly as they ease corona-
viruslockdown measures.

In France, more than 300 mayors in the
Paris area have protested about the
planned reopening of schools from next
week whenthe lockdownis eased.

The 329 mayors in the Ile-de-France
region, including Anne Hidalgo, the
Socialist mayor of the city of Paris,
signed a declaration warning that the
government’s timetable was “untenable
and unrealistic”. They wrote: “The
health measures to put in place are seri-
ous ones and that is as it should be: this
cannot be improvised.”

Companies and trade unions in the
French transport industry, including
state railway SNCF and the Paris metro
and bus network RATP, are equally
wary about the planned end of the lock-
down from May 11, warning of the diffi-
culty of enforcing social distancing and
the wearing of masks by passengers on
crowded trains and station platforms.

Private sector employers across
Europe, whose operations will in many
cases have been stopped for eight weeks
by measures to arrest the spread of
coronavirus, are eager to return to work
as soon as possible. But even they are
concerned that they will be held liable
for illnesses and deaths among their
staff if they fail to impose social distanc-
ing — even in office lifts — or cannot pro-
vide the right safety equipment.

Edouard Philippe, the French prime
minister, pushed back against the gov-
ernment’s critics yesterday, reminding
the Senate that the closure of schools
was “a catastrophe” for the most vulner-
able children and probably a “time
bomb” for the 12m in education.

He has also warned of the disastrous
effects on the economy of a prolonged
shutdown. “It’s imperative that eco-
nomic life restarts quickly,” Mr Philippe
said.

Across Europe, almost all govern-
ments are struggling to strike a delicate
balance. On the one hand, they want to
prevent a new surge of cases and deaths
that could come with a careless “decon-
finement” of the population. On the
other, they fear the economic and social
damage that a prolonged economic
shutdown would cause.

In Italy, the worst-hit country in the
EU at the start of the pandemic, 4.4m
returned to work yesterday in a pio-
neering relaxation of strict lockdown
rules. Cafés and bars reopened for take-
away service and trickles of traffic

returned to the normally jammed main
streets of Rome.

In Spain yesterday, the watchword
was caution. Several people questioned
in Madrid said they were worried about
another surge in coronavirus cases,
because many neglected to wear masks
or keep their distance from each other
when a ban on outdoor walks and exer-
cise was relaxed at the weekend.

With non-essential shops now able to
open by appointment, some said health
concerns took second place to making
ends meet. “We have no choice,” said
Maria Angeles Lezamit on her first day
back at her hairdressing salon in the
Hortaleza district of Madrid. “We have
to work, we have to eat; we have to pay
our bills; we have to live. It isn’t a ques-
tion of fear, it’s a question of survival.”

The Spanish Confederation of Busi-
ness Organisations, the employers’
group, called for a “safe, gradual and
phased” return to ordinary life to avoid
further outbreaks and lockdowns
“which would have a grave impact on
economic activity”. Spain has a com-
plex, four-stage plan to move in mid-
July towards the so-called new normal
— in which much of the economy is
functioning again but social distancing
rules are still observed.

Even in Germany, which has kept
down its death toll with a well resourced
hospital system and rigorous testing for
Covid-19, trade unions have warned
against a hasty return to normal. “Pro-
tection of health must be front and cen-
tre, in order to exclude the risk of a sec-
ond wave of infection,” said Reiner Hoff-
mann, head of the DGB, Germany’s
trade union federation.

As in France, where employers and
the moderate CFDT and CFTC union
groups have called for a careful return to
work from next Monday, fear of Cov-
id-19 among the general population
often trumps fear of economic or educa-
tional disaster.

According to a recent opinion poll by
YouGov for the DPA news agency, 49 per
cent of Germans think the easing of the
shutdown is happeningtoo quickly.
Additional reporting by Miles Johnson in
Rome

State of alert

Spanish parties on collision
course over lockdown powers

DANIEL DOMBEY — MADRID

Spain’s coronavirus emergency col-
lided with its polarised politics yester-
day, as the main opposition party
announced it would no longer back the
government over the harsh, seven-
weelk-old lockdown — just as official fig-
ures indicated the pandemic was under
control.

Pablo Casado, the leader of the centre-
right People’s party, said he would not
support a further two-week prolonga-
tion of the state of alert, the extraordi-
nary legal regime underpinning the
lockdown.

As it stands, the state of alert, which
grants the government sweeping pow-
ers to restrict movement and rule by
decree, expires on Sunday.

The lockdown is slowly being phased
out. As of yesterday, non-essential
shops were permitted to open for prior
appointments and restaurants to pro-
vide takeaway food. Mr Casado argued
that as a result, the leftwing government
should seek to use legislation, not over-
arching powers, to enact any limits on
people’s movements and to provide eco-
nomicrelief.

“[Prime Minister Pedro] Sinchez is
using the Spanish as hostages to prolong
the state of alert,” he said. “It does not
make sense to suggest that people go out
and drink a vermouth while asking for
extraordinary powers.”

Mr Sanchez insisted that schemes to
provide economic relief, such as tempo-
rary lay-off schemes benefiting 3.5m
people, depend on the state of alert, an
argument Mr Casado labelled “black-
mail”,

The confrontation underlined the
political and health risks of Spain’s
efforts to relax the lockdown, which the
government described as potentially
the most dangerous stage of the pan-
demic.

According to health ministry figures
released yesterday, the daily death toll
from the virus remained at 164 for the
second consecutive day, the lowest level
since March 18, while there was just one
new confirmed case in Madrid and only
356 nationwide.

But the government argued that,
without strict province-by-province
controls, the planned transition to a
“new normality” over the next six to
eight weeks risked sparking a new spike
ininfections.

The impasse continued despite Mr
Sianchez pleading for Mr Casado to

‘Sanchez is using the
Spanish as hostages to
prolong the state of alert’

Pablo Casado, People's party

change his mind in a phone call yester-
day. It ends a period in which the coali-
tion government has been able to count
on the PP’s support for its extraordinary
powers, despite deep tensions between
left and right. The far-right Vox party
has already shifted from supporting to
opposing the state of alert, putting pres-
sure on the more centrist PP.

The government said that the PP’s
position risked “health and economic
chaos”.

“I don’t want to be alarmist but, in
effect, if [the state of alert] falls away,
everyone will have to go back to their
usual activity, without restrictions on
their movement,” said José Luis Abalos,
transport minister.

The parliamentary vote on extending
the measure is due tomorrow. Pablo
Simon, professor of politics at Madrid's
carlos 111 University, said he expected
the PP would ultimately abstain and the
government would need to negotiate
with Basque nationalists.
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European Commission

Brussels urged to toughen trade terms

France and Netherlands
want action on labour and
environmental standards

JIM BRUNSDEN — BRUSSELS
VICTOR MALLET — PARIS

France and the Netherlands have called
for tougher enforcement of environ-
mental and labour standards in EU
trade deals, saying the bloc needs to
police the activities of countries granted
preferential access toits market.

Paris and The Hague have drawn up
proposals urging the EU to be prepared
to impose higher tariffs against coun-
tries that flout sustainable development
commitments.

They also want the European Com-
mission to press on with plans for a “car-
bon border adjustment mechanism” —a
levy on imports from non-EU countries
based on their carbon footprint.

“The EU should strive for more ambi-
tious [trade and sustainable develop-
ment] chapters and ensure effective
implementation,” a document prepared
by the French and Dutch trade minis-
tries says. “Trade policy instruments
can provide additional leverage to the
implementation of international envi-
ronmental and labour standards.”

The call marks an unusual alliance
between the Netherlands, an EU state
traditionally most favourable towards
free trade, and France, which has long
had reservations about the competitive
pressure trade liberalisation can place
on its farmers and industrial base.

The Dutch government is facing a
backlash against trade deals at home: a
deal between the EU and Canada only
narrowly survived a vote in the lower
house of parliament this year. The
Dutch senate will have a hearing on the
landmark agreement next week.

The Franco-Dutch note is expected to

feed into wider about how the EU
should rethink economic and commer-
cial policy after the Covid-19 pandemic.

French President Emmanuel Macron
has said broken supply chains and med-
ical shortages have reinforced his argu-
ment for a “sovereign” Europe that
invests in high-tech industries and
blocks access to its market for those
unwillingto followits rules.

Phil Hogan, EU trade commissioner,
has said a balance will need to be struck
to ensure the European economy can
continue to reap the benefits of trade
while tackling “unfair competition” that
could undermine EU companies.

A deal Brussels negotiated last year
with South America’s Mercosur bloc
caused a backlash in some EU states,
driven by anger at deforestation in the
Amazon and about beef imports that
compete with local producers.

Sigrid Kaag, Dutch trade minister,
and Jean-Baptiste Lemoyne, her French

g counterpart, told other EU capitals last
The noteis mongrgley were working onpthe joint
expectedto  plan. biplomats said the text was final-
g ised last week and would be circulated
fEEd into to capitals in the coming days.
wider It suggests trade deals be configured
debates in a way that would raise or lower tariffs
in line with countries’ performance in
about how meeting sustainability obligations
the EU baked into the agreements, such as
respect for climate change commit-
should ments and International Labour Organ-
- o ization conventions.

rethink l.tS Brussels, which is in dispute with
economic South Korea over what it says is Seoul’s
and failure to respect ILO rules, would be
) able to put tariffs back up “in the event

commercial  ofabreach ofthose provisions”
policy ‘Given the lack of progress in compli-

ance . . . insome partner countries mul-
tiple years after trade agreements were
concluded, the EU should raise the
ambition and improve the implementa-
tion,” the document adds.

Zaia is tipped as a leadership
challenger after his Covid fight
strategy grabs global attention

MILES JOHNSON — ROME

For four years, Matteo Salvini has been
the rising force in Italian politics, with
his transformation of the League party
from a northern separatist outfit into an
Italian nationalist movement prompt-
ing many to predict his triumphant
arrival in Rome as prime minister.

But as Covid-19 rages through Italy,
the leader dubbed Il Capitano has strug-
gled to set the agenda as he once did, and
the League has slipped in the polls. With
Mr Salvini’s star fading, observers say
the most dangerous threat to his for-
tunes may come not from his many ene-
mies, but from inside his own party.

As Italy, one of the countries hardest
hit by the pandemic, struggles to deal
with the fallout, two League politicians
have captured national attention:
Attilio Fontana, regional governor of
Lombardy, with Milan at its centre, and
Luca Zaia, his counterpart in Veneto,
the area surrounding Venice.

The two regions were the first in the
country to experience widespread out-
breaks. But while Mr Fontana has faced
criticism for his handling of the crisis,
which has seen Lombardy suffer signifi-
cantly more deaths than any other
region in Italy, Mr Zaia hasemerged asa
political winner.

The “Veneto model” is being studied
around the world after a well co-
ordinated programme of testing and
tracing was credited for helping the
region experience a dramatically lower
mortality rate than its neighbours.

There have been 1,500 coronavirus
deaths in Veneto, compared with 14,000
in Lombardy, which has double the pop-
ulation. Piedmont, with a smaller popu-
lation than Veneto, has had twice as
many deaths.

So high are Mr Zaia’s approval ratings
that he has been dubbed “Mr 80 per
cent” by some Italian media and 1l Doge
by others, in a reference to the title of
Venice’s leader in its 1,100 years as a
city state.

g

League trio:
senior party
figures Luca
Zaia, left,
Matteo Salvini,
centre, and
Attilio Fontana
gather in Milan

last September
Carlo CozzolifFotogramma

Italy. League party

Venice's rising star takes shine off Salvini

He is expected to romp to a third term
in regional elections to be held later this
year in the wealthy, industrialised
region, which accounts for around a
tenth of Italian economic output.

Mr Salvini took the League from poll-
ing in low single digits when he took
over in 2013 to winning 34 per cent of
the national vote in last year’s European
elections, after pledging to clamp down
onillegal immigration.

However, recent polls show support
for the League falling since the corona-
virus crisis began, down from above
30 per cent to the mid-20s. As the
party’s momentum has slowed, some
Italian political observers are speculat-
ing that Mr Zaia could emerge as an
unexpected challenger to Mr Salvini.

By the age of 25, Mr Zaia had been
elected as a local councillor for the then
Northern League, and by 1998 was
elected leader of the Treviso municipal-
ity. Between 2008 and 2010 he served as

agriculture minister in the government
of silvio Berlusconi, before being
elected in Veneto in2010.

A skilled politician, who is less hostile
to the EU than Mr Salvini, the Veneto
governor is a more natural ally of the
League’s core constituency of conserva-
tive northern business leaders than his
rabble-rousing party leader.

Mr Salvini’s economic credibility has
never recovered from his “Basta euro”
(“No more euro”) campaign.

“The invincibility of Salvini has been
broken, and Zaia is a rising star. He isa
very astute and popular politician,” said
Roberto D’Alimonte, a professor of
political science at Rome’s Luiss Univer-
sity. “I think it is very possible we will
see Zaia use his powerful base in the
north-east of Italy to make a national
run,” hesaid.

A recent poll commissioned by Prof
D’Alimonte for 1l Sole 24 Ore asking
respondents to rate how Italian politi-

cians had handled the Covid-19 crisis
put Mr Zaia top, with 46 per cent
endorsing the Veneto leader. Giuseppe
Conte, prime minister, won the
approval of 35 per cent, while President
Sergio Mattarella took 32 per cent. Mr
Salvini was seventh on 19 per cent.

“A good chunk of the Italian establish-
ment is throwing its weight behind Zaia,
he is far more acceptable than Salvini in
their eyes,” said Francesco Galietti, head
of risk consultancy Policy Sonar.

Mr Zaia has played his cards close to
his chest when pressed on his national
ambitions. With Veneto’s elections
approaching, Mr Zaia will in any case be
focused on his home region.

“He is a king, but he is still the king of
a small kingdom for now,” said Mr Gali-
etti. “For the first time we are seeing
nationwide polls showing he is breaking
through. But he is not a killer, and he
respects Salvini, so I don’t see him stab-
bing him right now.”

GLOBAL INSIGHT

Johnson seems intent
on ruling out a Brexit
transition extension

he global trading system and Europe in partic-
ular have enough going on right now with the
pandemic without a renewal of the Brexit
imbroglio to complicate and distract. “Not
now, Brexit” is the natural reaction.

But on they go: the first of three negotiating rounds on
final trade arrangements concluded two weeks ago with
predictably little progress. By the end of June the UK must
either ask to extend the transition period during which it
remains under the EU’s trade regime or commit to leaving
atthe end of the year.

It is hard to find a single trade type (without a direct
career interest) who thinks failing to extend is anything
buta potential disaster. It is highly unlikely the UK and EU
will have anything but a minimal deal in place by the end of
the year. Result: border frictions, possibly tariffs, certainty
rules of origin problems, derecognition of professional
qualifications.

Business organisations are increasingly anxious. Allie
Renison, head of trade and EU policy at the Institute of
Directors, said: “If extending transition is the only way of
ensuring business on both sides of the Channel have
enough time to adapt to changes — as is standard with all
trade agreements — then it must be on the table.”

Yet Boris Johnson's government has not only repeatedly
said it will not request an extension but deliberately
blocked a bolt-hole for itself from that position, stating it
would not agree even if the EU asked.

Atthe same time, the UK government has also increased
its performative chuntering about rival trade pacts, evi-
dently designed to scare

Brussels into giving it a ol
generous deal. This week The mOSF tel‘ll'lf:v g
itisrelaunchingthe bilat- eXplanation is that
eral talks with the US

which have been on hold the gf)vernme-nl:
since March, hoping to  genuinely believes
alarm the EU about Bril- ¢ ooy thetoric

ish companies getting

(frankly rather unlikely)

superior preferential access to the American market.

The most terrifying explanation is that Mr Johnsons
government genuinely believes its own rhetoric, that it
faced down the EU and got major concessions and can do
s0 again. The UK's deal to leave the EU in 2019 meant
accepting a border down the Irish Sea and hiding it with a
Potemkin customs arrangement. The arrangement was
correctly regarded by most trade experts as a headlong
retreat disguised as victory. To use Mr Johnson’s familiar
Churchillian metaphorical palette, it was the escape from
Dunkirk. But perhaps the British prime minister thinks it
was the Battle of Britain.

An idea is kicking around Brexiter circles that a Brexit
hit to trade will barely be noticed on top of the coronavirus
shock. Thus the UK can beget a Year Zero of reformulating
supply chains.

However, in the latter case, it is worth remembering that
coronavirus affects people, not things. Largely mecha-
nised processes or those with socially distanced workers,
such as producing food, are thus far remarkably unaf-
fected. By contrast, port and border frictions damage all
goods trade, and professional qualifications problems will
affect even services delivered via aZoom call.

For companies, there are no economies of scale in
adjusting to two wrenching changes at once. As Ms Reni-
son put it: “You cannot ask businesses trying to fight for
their very survival to simultaneously plan with this kind of
moving target without more clarity over what they need to
adjustto.”

As for households, they are unlikely to regard beinghun-
gry as well as furloughed as an improvement.

There’s a cynical view that the UK government is betting
the public will not be able to tell the virus shock from the
Brexit shock. Coldly calculating? Badly mistaken? It is
hard to tell. In any case, predictions before the pandemic
that the UK would ask for an extension under whatever
pretext it could find are looking less reliable now than they
didthen.

alan.beattie@ft.com

Strategy criticism

Big nations’ arrogance hurt Covid fight, says top Austria aide

SAM JONES — ZURICH

The “arrogance” of big countries
blinded them to the risks of coronavi-
rus and caused delays that left them
struggling to control the pandemic, the
businesswoman charged with plotting
Austria’s successful strategy against
the disease has said.

Antonella Mei-Pochtler, former senior
executive at consultant BCG, said Aus-
tria’s early decision to lock down public
life — informed by monitoring what had
happened elsewhere — was critical to
stoppingthe spread of Covid-19.

The government’s strategy was
shaped after a small team in the federal
chancellery consulted hospitals, doctors
and scientists across the world in late
February and early March.

“We're a small country, but we can
learn from everybody and we do not
think that we know everything,” Ms
Mei-Pochtler said. “There is an inborn
arrogance of large countries who think
no other country is like them . . . small
countries tend to learn much more from
each other. We are much more open, to

looking right, left, up and down.”

ECB survey

Growth and inflation rates in

On Sunday, the Austrian health min-
istry reported only 39 new cases of Cov-
id-19. In total the country has had 15,531
infections, with 598 deaths, fewer over
two months than the UK reported on
Saturday alone. Austria was among the
first countries in Europe to put stringent
measures in place to control publiclife.

The UK, in comparison, did not
impose restrictions for more than a
week after Austria, and even then reluc-
tantly, with Prime Minister Boris John-
son bemoaning measures that
restricted the “ancient” right of Britons
to go to the pub. The UK infection rate
and death toll are starkly worse than
Austria’s.

The businesswoman, who was bornin
Italy and educated in Germany, has
emerged as one of the most influential
advisers to Chancellor Sebastian Kurzin
his second term in office, as the world’s
greatest public health crisisin a century
has prioritised radical thinking over
bureaucratic certainties.

Ms Mei-Pochtler runs an internal
“think-tank” in the chancellery that she
describes as a “sparring partner” for
Austria’s established ministries.

She has also been put in charge of the
“future operations clearing board” that
will oversee Austria’s normalisation of
public life after the pandemic. Shops in
the country are already open, and cafés
and restaurants will begin serving cus-
tomers again in mid-May. When the
first breakouts hit northern Italy in Feb-
ruary, Ms Mei-Pochtler said her team
began calling everyone they could for

advice, notjust through Austria’s
diplomatic network but through their
own professional and social networks.

She recounted a conference call she

called many people for expert advice

joined with doctors in Lombardy and
Emilia Romagna in the first week of
March: “They said, ‘It’s like war going on
here’)” she said. “That informed a lot of
our actions.”

The information was crucial in shap-
ing Mr Kurz's thinking, she said. Austria
restricted gatherings on March 10 and
wentinto fulllockdown on March 16.

Public trust in the government and
public institutions — alongside a meas-
ure of luck — had also been factors in
Austria’s success, Ms Mei-Pochtler said.
A severe early outbreak in the ski resort
of Ischgl helped galvanise public opin-
ion and meant stringent curbs on public
life were widely and quickly adhered to.

The mishandling of the Ischgl out-
break is a sensitive political topic in Aus-
tria. A group of tourists is suing Austrian
authorities for not taking earlier action.
Rows have also broken out over the clo-
sure of parks and wearing of masks.

But overall, Mr Kurz's government
has been perceived to have done well.
“The reaction of the Austrian popula-
tion has been based on trust . . . wearea
solidarity-based society,” Ms Mei-
Pochtler said.

eurozone expected to tumble

MARTIN ARNOLD — FRANKFURT
VALENTINA ROMEI — LONDON

Eurozone growth and inflation rates
are expected to fall sharply and unem-
ployment surge this year as the corona-
virus crisis hits the region hard, the lat-
est European Central Bank survey of
professional forecasters shows.

In its first quarterly survey of experts
since the pandemic froze activity across
much of Europe, the ECB said on aver-
age they had forecast a 5.5 per cent con-
traction this year, against a 1.1 per cent
growth forecast three months earlier.
Inflation is set to slow to 0.4 per cent
this year, the 57 experts predicted in the
poll conducted in the first week of April.
This was a sharp fall from their previ-
ous forecast for inflation at 1.2 per cent
this year, but in line with the fall from
0.7 per cent in March to 0.4 per cent in
April. 1t is well below the ECB’s core
inflation target of just below 2 per cent.
Unemployment is set to increase to
9.4 per cent, said the experts, who had

earlier forecast it would be stable at
7.5 per cent. In March, unemployment
was close to a 12-year-low at 7.4 per cent.

The experts forecast that growth,
inflation and the labour market would
recover next year. On average for 2021,
they predicted growth of 4.3 per cent,
inflation 1.2 per cent and unemploy-
ment 8.9 per cent.

Underlining how the pandemic has
choked production and severely weak-
ened domestic and global demand, data
yesterday showed sharp falls in manu-
facturing activity in Spain and Italy.

Activity in Spain fell to a near record
low in April amid factory closures and
tumbling demand. Italy’s manufactur-
ing activity plummeted to the lowest
level in more than 20 years.

Separate data released yesterday by
the Spanish office for national statistics
showed that in March the number of
nights in non-hotel tourist accommoda-
tion, such as camping and self-catering
facilities, fell 63 per cent compared with
the same month last year.
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Norwegian Air
Investors agree
deal to unlock
state rescue

@ Dcbt-for-equity blow accepted
® Move should prevent bankruptcy

RICHARD MILNE — OSLO

Investors in Norwegian Air Shuttle
backed a large debt-for-equity swap
that would enable the low-cost airline to
unlock a state rescue after a dramatic
weekend of negotiations.

Shareholders overwhelmingly sup-
ported the plan at an extraordinary
meeting yesterday even though they
will be all but wiped out. Bondholders
backed the swap in the early hours after
Norwegian sweetened its offer.

Minutes before the shareholder meet-
ing, Norwegian announced it had
reached an agreement with enough air-
craft leasing companies that it should be
able to convert more than NKr10bn
($970m) of debt into equity, pushing its
equity ratio to 15-17 per cent, signifi-

‘At the same time that we
punch the air now and
celebrate, there is still alot
of work ahead of us’

cantly higher than the 8 per cent thresh-
old needed for the NKr3bn in govern-
ment-backed loan guarantees.

The support from all three groups
means Norwegian should avoid bank-
ruptcy after it had warned it was weeks
from running out of cash. Europe’s
third-largest low-cost airline has
warned that even with the Norwegian
government rescue it is likely to need
more support this year if airlines remain
grounded due to the coronavirus crisis.

“It is incredible relief that we feel just
now,” said Jacob Schram, Norwegian’s
chief executive. “But at the same time
that we punch the air now and celebrate,
there is still alot of work ahead of us.”

Norwegian itself has said its base-case
scenario is that its aircraft will be
grounded until April 2021 with a full
recovery only in2022.

Its rescue plan was thrown into doubt
on Friday evening by news that one of its
four bondholder groups had failed to
back the debt-for-equity swap. Aftera
long weekend of negotiations, Norwe-
gian announced on Sunday that a sweet-
ened offer had won over these investors.

1t then said yesterday morning it had
received “strong support” from aircraft
leasing companies to convert $730m of
their debt into equity, up from $550m
on Friday evening, making them likely
to become the largest shareholders.
Under the deal, Norwegian will only pay
leasing companies from July until next
Easter for aircraft it actually flies.

Existing shareholders, who will be left
with only about 5 per cent of the com-
pany after the debt-for-equity swap,
baclked the plan later yesterday, includ-
ing the fourth rights issue in the past two
years from Norwegian, which will fur-
ther dilute their shareholdings.

Norwegian has suffered a precipitous
drop in demand because of coronavirus,
as have all other airlines, but was seen as
particularly vulnerable as it entered the
crisis with one of the highest debt loads
in the industry.

Norwegian paid the price for its rapid
expansion, especially into the low-cost
long-haul business, which led to its debt
load spiralling. It entered 2020 after
three recent rights issues and a plan to
prioritise profitability over growth.

But questions remain over its future.
It said last week it expected to burn
through NKr300m-NKr500m in cash
per month from July when it expected to
have total liquidity of NKr3bn, entirely
from the state rescue. Norwegian added
that it was only paying “absolutely vital
operational invoices” with no debt or
interest payments until July.

Mr Schram said the airline would
focus above all on the Nordics and
would cut its long-haul business by
about 40 per centon current plans.
Seelex

Mixed bag Weight of $2bn debt burden pitches
first big US retailer into bankruptcy protection

ALISTAIR GRAY AND
MYLES MCCORMICK

J Crew, the retailer known for colour-
ful cashmere, Breton-stripe tops and
upbeat branding, has filed for bank-
ruptcy protection, becoming the first
big US retailer to be pushed over the
edge by the coronavirus pandemic.

The private equity-backed company
said yesterday that its parent, Chinos
Holdings, had filed for Chapter 11
relief after lockdowns to contain the
spread of Covid-19 left it unable to
copewithits near $2bn debtburden.

Like other bricks-and-mortar
clothing chains across the US, | Crew
had been struggling well before the
outbreak. The maker of T-shirts and
seersucker shirts made design mis-
steps in recent years, although its
Madewell denim brand has remained
popular among young females.

JCrew produced revenues of $2.5bn
last year, yet the company’s debt load

The head of ] Crew’s parent group said coronavirus had only exacerbated its existing problems — angeia weiss arp ia Getty

—alegacy in part of its 2011 buyout by
TPG Capital and Leonard Green &
Partners — inhibited its ability to take
on rivals, including lower-priced
H&M and Zara.

Michael Nicholson, Chinos presi-
dent, said that coronavirus had
caused “considerable financial strain™
but added it had “only exacerbated™
the chain’s existing problems. About
11,000 of the retailer’s 13,000 workers
have already been furloughed.

The bankruptcy of New York-based
JCrew, which has about 500 outlets, is
the latest blow to the retail property
market. It warned in the filing that it
would need to close stores perma-
nently if it could not secure “accom-
modations” from landlords, and was
seeking court approval for “stream-
lined” lease rejections.

Restructuring bankers expect the
impact of the pandemic will lead to
more US retail failures in the weeks
ahead. Debt-laden department store

-

and mall-based chains are under par-
ticular pressure. Both Neiman Mar-
cus and JCPenney have missed bond
payments inrecent weeks.

JCrew’s roots are as a door-to-door
clothing business, Popular Club Plan,
that began in 1947. The J Crew brand
was not developed until 1983 by
Arthur Cinader, son of the founder,
and Emily Woods, Arthur’s daughter.
Started as a catalogue venture, ] Crew
opened its first store in Lower Man-
hattan in 1989 and went on to build a
national bricks-and-mortar presence
with an Americana-inspired range.

Mickey Drexler, the US fashion
retail personality, took charge in 2003
and made ] Crew more upmarket. He
also built the Madewell denim brand.

International expansion began in
2011 but the brand has struggled to
remain relevant to modern shoppers.
Additional reporting by Lauren Indvik
in London
SeelLex

Silver Lake
takes $750m
stake in
Ambani’s Jio

BENJAMIN PARKIN — NEW DELH|

Silicon Valley private equity firm Silver
Lake has agreed to invest Rs56.6bn
(%$750m) in Reliance Jio, less than two
weeks after Facebook took a $5.7bn
stake in Mukesh Ambani’s fast-growing
Indian digital services company.

Jio, backed by Mr Ambani’s oil-to-retail
conglomerate Reliance Industries, has
attracted 388m 4G telecom subscribers
since it was launched by India’s richest
manin2016. It has since diversified into
arange of services from ecommerce to
broadband and streaming.

Facebook announced last month that
itwould pay $5.7bn for 10 per cent of Jio,
its second-largest investment after buy-
ing messaging platform WhatsApp in
2014. Silver Lake’s backing for Jio values
the telecoms company at $65bn, a pre-
mium of 12.5 per cent to the valuation
implied by the Facebook deal.

The investments come as deep-
pocketed buyers such as Silver Lake, the
technology-focused firm with $40bn in
assets under management, seek oppor-
tunities as coronavirus reshapes mar-
ketsaround the world.

Last month, Silver Lake invested in
Expedia and Airbnb, which have been
hit by strain in the travel and hospitality
industries. In March, the buyout group
invested $1bn in social media site Twit-
ter to help broker a ceasefire with the
activist hedge fund Elliott Management.

For Reliance, the investment is an
endorsement of Mr Ambani’s ambition
to create a homegrown Indian tech com-
panytorival the US heavyweights.

“silver Lake has an outstanding
record of being a valuable partner for
leading technology companies globally,”
Mr Ambani said. “Silver Lake is one of
the most respected voices in technology
and finance.”

Jio helped to accelerate internet adop-
tion in India by offering users cut-price
4G contracts and has sought to build up
a suite of online services. In announcing
Facebook’s investment, Jio said it would
link up with WhatsApp, which has
about 400m users in India, to power an
ecommerce service aimed at groceries
and everyday essentials.

Jio has “brought extraordinary engi-
neering capabilities to bear on bringing
the power of low-cost digital services to
amass consumer and small businesses
population”, said Egon Durban, Silver
Lake’s co-chief executive. “The market
potential they are addressing is
enormous.”

Radical scheme offers fresh hope of avoiding an EM debt crisis

INSIDE BUSINESS

Robin

Wigglesworth

he developing world is fac-

ing a wave of government

bankruptcies as a result of

the coronavirus outbreak

that will probably leave
past bouts of emerging markets turmoil
inthe shade.

More than 100 countries have
appealed to the IMF for help, which has
warned that emerging markets are fac-
ing “the perfect storm”. A flurry of sov-
ereign defaults is inevitable.

The IMF has cancelled six months of
debt payments due from 25 countries
such as Afghanistan, Haiti, Rwanda and
Yemen, while the G20 countries have
agreed to freeze the bilateral debts of 76
poorer, developing countries. They have
urged private sector creditors, largely
banks, bond funds and other commer-
cial lenders, to do the same.

Unfortunately, organising a volun-
tary, broad-based debt payment freeze
for emerging economies is exception-
ally challenging — perhaps impossi-
ble. There is no supranational legal
mechanism to compel a disparate group
of investors into debt standstills for an
equally motley bunch of stricken coun-
tries. Even creditors that agree might
see their generosity benefit only others
thatrefuse to countenance one.

Moreover, some countries might
blanch at an enforced de facto default
that could stain their creditworthi-

ness. That raises the possibility of a roll-
ing series of ad hoc, chaotic defaults and
individually negotiated standstills and
debt revamps. The ramifications would
be immense for swaths of the develop-
ing world, and the damage inflicted
would ratchet up tensions in the still-
vulnerable global financial system.

However, a handful of prominent
financial and legal academics have
offered up an intriguing and at least the-
oretically viable solution that would
offer vital relief to many developing
countries, avoid technical defaults and
even appeal tomany creditors.

At the heart of the proposal is the
World Bank setting up a “central credit
facility”. Countries that want relief
should deposit any debt payments to
this facility, rather than the accounts of
creditors. The CCF would be topped up
by money from the

World Bank or Thjsisno time for

IMF, and lent back

to the comntries ar  iNtellectual cowardice
concessional rates  apd muddle-through.

to mitigate the

effects of the coro- Merging markets
desperately need help

navirus crisis.

In practice, this
amounts to a standstill, with any debt
payments funnelled straight back to
stricken debtor countries, with beady-
eyed monitoring to ensure it isn't
wasted.

Countries would have to ask creditors
to formally accept that making pay-
ments into the CCF — rather than their
designated fiscal agent — would consti-
tute a full legal discharge of their obliga-
tions, thereby avoiding a default. When
the coronavirus crisis has abated, a
more considered decision can then be
made on whether a country does need
debt relief, and if so how much.

There is a carrot: the money in the
credit facility would be mingled with aid

money from the supranational organi-
sations.

The World Bank and IMF are consid-
ered “super-senior” in any debt restruc-
turing, and never take a haircut. So any
money that creditors agree to funnel
into the CCF would be shielded.

Of course, a stick may also be neces-
sary to compel reluctant creditors to go
along with this. The proposal suggests
that the G20 declare that the coronavi-
rus had triggered a “state of necessity”
to encourage recalcitrant creditors.

This is a reference to the Interna-
tional Law Commission’s articles on
responsibility of states for internation-
ally wrongful acts, where a clause stipu-
lates that countries can invoke “neces-
sity” to excuse not fulfilling an “interna-
tional obligation” if this is the only way
to counter “a grave and imminent

Itisan elegant solution. Moreover, itis
one that could probably be imple-
mented quickly. But it does have some
pitfalls. For example, despite the
“necessity” doctrine it would still prob-
ably require heavy-handed moral sua-
sion by a US administration that might
be disinclined to help developing coun-
tries jilt often US-based creditors.

Yet the sense that the international
community is open to radical solutions
was underscored by IMF managing
director Kristalina Georgieva last week,
who said that the fund “may need to
venture even further outside our com-
fort zone” and consider “whether
exceptional measures might be needed
in this exceptional crisis”.

This is no time for intellectual cow-
ardice and muddle-through. Emerging
markets desperately need help, and this
proposal offers a viable palliative. Offi-
cials should consider it seriously.

robin.wigglesworth@ft.com
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Thyssenkrupp tumbles on lift sale warning

Proceeds from disposal
of prized business will
not go as far as hoped

KAYE WIGGINS — LONDON
JOE MILLER — FRANKFURT

German industrial group Thyssenk-
rupp’s shares fell 16 per cent yesterday,
as the company warned proceeds from
the sale of its crown-jewel lift business
would not go as far as hoped, while pri-
vate equity firms buying the unit sought
to offload some of the deal’s risks.

In a letter sent to Thyssenkrupp’s
160,000 staff, and seen by the Financial
Times, executives warned the crisis
caused by the coronavirus pandemic

would hit the company’s restructuring
plans.
“In the medium term, the corona-
related outflow of liquidity will in all
probability result in the financial lee-
way from the sale of the elevator busi-
ness being much smaller than originally
assumed,” wrote three board members,
including Martina Merz, the chief
executive

The steel and materials group isina
“difficult economic situation”, the letter
added. “Corona is making the situation
much worse. In view of the seriousness
of the situation, everything must be
examined and nothing can be ruled
out”

Separately, the FT reported that
Advent and Cinven, the private equity

firms planning to buy Thyssenkrupp's
lift business for €17.2bn, are seeking to
offload risk by bringing extra investors
into the deal, which is due to be com-
pletedin July.

While buyout firms often sell on
chunks of equity after agreeing to large
deals, the process is taking longer than
usual as the groups try to sell downata
hefty price tag, since the deal was struck
in late February before the full impact of
the pandemic became clear.

However, people close to Cinven
and Advent said the majority of the
equity syndication was accounted for
and the groups would still be able to
complete the acquisition even without
new investors.

Thyssenkrupp’s shares began to

tumble in February as fears grew about
theimpact of the pandemic, falling from
about €11 in the middle of that month to
a low of €3.55 on March 19, although
they have recouped some of those
losses. Yesterday morning the shares
fell from €6.07 to as low as €5.08.

Shares in neighbouring steel and non-
ferrous metals distributor Klockner &
Co also fell by 13 per cent yesterday,
after the company reported a €21m net
loss in the first quarter.

The wider MDax index, of which
Thyssenkrupp is a constituent, fell by
more than 3 per cent in Frankfurt.

“Thyssenkrupp’s liquidity problems
[negative cash flow] have been exacer-
bated by the crisis,” said Michael
Muders, a portfolio manager at German

institutional investor Union. “Thys-
senkrupp must now prepare for the
time after the corona crisis, ie continue
toreduce and restructure costs.”

Essen-based Thyssenkrup, which has
already furloughed 30,000 employees
and announced more than 6,000 job
cuts, recently secured a €1bn credit
facility from Germany’s state-owned
development bank Kfw.

The funds would be needed only if
there was a delay in the closing of the lift
transaction, according to a person
familiar with the company’s position.

Thyssenkrupp had also received half
of the necessary antitrust clearances
needed, a person close to the group said,
although it was still waiting for approval
from the European Commission.

Travel & lelsure

McDonald’s
draws fire over
Easterbrook
exit package

ALISTAIR GRAY

McDonald’s is facing shareholder
opposition over its handling of Steve
Easterbrool’s dismissal, with an influ-
ential advisory group criticising an exit
package for the former chief executive
estimated to be worth tens of millions
of dollars.

Ahead of McDonald’s annual meeting
this month, Glass Lewis said it had “sub-
stantial concerns” about the departure
terms for Mr Easterbrook, who lost his
job last November as head of the burger
group after he had a romantic relation-
ship with a colleague that violated the
US company’s policies.

The Englishman, who led the Chica-
go-based chain for more than four
years, was let go on a “without cause™
basis, making him eligible for a series of
lucrative benefits to which he would not
otherwise have been entitled.

On top of a separation payment worth
$700,000 and prorated incentive plan
shares worth $3m, the leaving package
included a right to exercise options that
were due to vest in the next three years
and a share of restricted stock units the
board had granted him.

The deal could be worth more than
$4.0m, according to figures from remu-
neration data company Equilar.

As part of the deal, Mr Easterbrook
agreed not to work for rivals such as
Burger King and Subway for the next
two years, disparage McDonald’s on
social media or give interviews about his
tenure without company agreement.

Glass Lewis has recommended inves-
tors vote against the company’s execu-
tive pay, and also against the re-election
of director Richard Lenny, the ConAgra
Brands chairman who chairs McDon-
ald’sremuneration committee.

The group’s opposition threatens to
add institutional shareholder backing to
a campaign against Mr Easterbrook’s
departure terms from the trades union-
affiliated CtW Investment Group.

Glass Lewis said the terms differed
“drastically” from the treatment he
would have received had he been fired
on a “for cause” basis and illustrated “a
lack of willingness on the board’s part to
appropriately enforce the company pol-
icy violated by Mr Easterbrook”.

“Exempting CEOs from key provi-

Olympic loss
Athletics body
faces cash hit
from delay

‘World Athletics, the international
governing body for track and field, isin
crunch talks over the financial blow the
sport faces from the postponement of
this year’s Olympic Games.

Sebastian Coe, World Athletics
president, told the Financial Times he
was in delicate negotiations with the
International Olympic Committee, the
games organisers, seeking to secure its
share of the multibillion-dollar
broadcasting deals associated with the
world’s biggest sporting event.

He admitted the organisation was
being forced to prepare for a financial
hit, with growing expectations that the
Olympic payments will be cut or
delayed with the Tokyo games pushed
back to next year.

“Like many Olympic sports, we are
very grateful but also reliant on the
share of the IOC broadcast revenues,”
said Lord Coe. “We work in that four-
year business cycle [between summer
games] and not having those revenues
in the year that we were planning
means that we have to be very careful.”

receiving $40m to $45m from the 10C
broadcasting deals. The IOC said it
would “assess all the challenges
induced by the postponement of the
games, including the financial impact
for the Olympic movement”.

The pandemic has led to other costly
measures, such as delaying the World
Athletics Championships, due to be
held next year in Oregon, until 2022.

Lord Coe said his organisation was
creating a hardship fund worth at least
$500,000, financed partly through the
body’s charitable arm, to support
athletes who had lost most of their
income in recent weeks.

Stars such as Britain’s Mo Farah and
Kenya’s Eliud Kipchoge benefit from
big sponsorship deals. But the vast
majority of track and field athletes
make a living from grant funding and
prize money earned in competitions.

“You have a handful at the top doing
very well, but everyone else is living
hand to mouth,” said Tim Crow, a
sports marketing adviser. “The
Olympics comes along and gives them

hold the event unless “the world has
won its battle against the
coronavirus pandemic”. Tokyo 2020
president Yoshiro Mori said he
would prefer to cancel the games
than accept a delay to 2022.

“Of course, it would be a real
problem if we do not have the
games,” said Lord Coe, “[But] over-
speculating on something that is a
year and a half hence is probably not
particularly useful.”

Lord Coe insisted the future of
‘World Athletics was secure. It does
not release financial details, but
people close to the organisation said
most of its revenues came from
long-term commercial contracts
unrelated to the Olympics.

These include a global marketing
deal with Japanese advertising giant
Dentsu, broadcasting contracts with
the European Broadcasting Union
and ESPN, and a sponsorship
agreement with China’s Wanda.

The Dentsu deal has been cited in
a corruption trial of Lord Coe’s

Aerospace & defence

Airbus plans
jellyfish-like
smell sensors
atairports to
find explosives

PATRICK MCGEE

Airbus is planning to install jellyfish-
like sensors at airports that mimic
bomb-sniffing dogs’ ability to
detect dangerous chemicals and explo-
sives, using “game-changing” technol-
ogy built from living biological cells
that can “smell” molecular com-
pounds.

In partnership with Koniku, a neuro-
tech start-up in northern California, the
European aircraft maker said it would
place odour-detection devices in select
airport-screening tunnels this year that
can smell hazardous materials.

It later might be able to sniff out dis-
eases such as the novel coronavirus.

“The technology has a very quick
response time of under 10 seconds in
best conditions,” Julien Touzeau, head
of product security for the Americas at
Airbus, said. “With this level of matu-
rity it’s an incredible result and hope-
fully it will improve over time.”

Machines that see, hear, touch, move
and even think are common, but the
ability to understand scent is notori-
ously difficult. Attempts to build “smell
cameras” to capture odours and store
them for playback have not come close
tothe human level.

Nor have efforts to build “electronic
noses” to displace dogs had much suc-
cess. Trained dogs, says Harvard
Health, can “almost unerringly” detect
prostate cancer in urine samples of
Ppatientsnot even showing symptoms.

Airbus said what makes Koniku’s
technology unique is that it builds sili-
con processors augmented with living
cells. These purple, jellyfish-like sen-
sors, currently in a prototype stage, aim
tomimic processes found in nature.

“The starting point for Koniku is this:
biology is technology,” said Oshiorenoya
Agabi, a Nigeria-born physicist who
founded the company in 2015. “We have
developed a technology that is able to
detect smell — it’s breathing the air, and
it’s essentially telling you what’s in the
air. What we do is we take biological
cells, either Hek cells or astrocytes —
brain cells — and we genetically modify
them to have olfactory receptors.”

Koniku has fewer than 20 employees
and has raised only $5.5m, but Airbus
expresses great confidence in its poten-
tial and says that together they will cre-
ate “a game-changing, end-to-end,
security solution”.

A risk is that these devices follow in
the trajectory of “puffer machines”,
widely used at airports after the 2001
September 11 attacks.

These blew compressed air at passen-
gers and then analysed the dislodged
particles for traces of explosives. By
2010 it became clear they were both
unreliable and costly to maintain.

Airbus’s primary goal is to install
these sensors on passenger jets, forming
a “last line of defence” against security
threats, Mr Touzeau said. Inlight of Cov-
id-19, it is also exploring the sensor’s
detection capabilities to include “bio-
logical hazards”,

sions of crucial rules around corporate Usain Bolt in action at the 2016 The international federations that their moment. Missing it is a huge hit” | predecessor, Lamine Diack, due to
policy sets a questionable tone at the Olympics in Rio. World Athletics run Olympic sports collectively There remain doubts as to whether begin in Paris next month. Mr Diack
top,” itadded. was one of the biggest received $540m from the last gamesin | the Olympics will be held next year. has denied any wrongdoing. World

McDonald’s annual meeting is due to beneficiaries of those games Rio de Janeiro in 2016. World Athletics | Japan’s prime minister, Shinzo Abe, Athletics has recently renegotiated Koniku builds silicon processors
take place online on May 21. Kai Pafferbach/Reuters was among the biggest beneficiaries, said last week it would be “difficult” to the Dentsu contract. Murad Ahmed augmented with living cells
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Call to seize economic opportunity from virus

RICHARD MILNE
NORDIC AND BALTIC CORRESPONDENT

Europe’s leaders must use coronavirus
to make the continent’s economy more
sustainable and accelerate investments
in much-needed technology, according
to the heads of two of Sweden’s biggest
companies.

The chief executives of Volvo Group and
Swedbank told the Financial Times
that, as policymakers grapple with how
to reopen economies across Europe,
they need to think about how best to use
stimulus packages to achieve the future
they want.

Jens Henriksson, chief executive of
lender Swedbank, invoked the advice of
Rahm Emanuel, former chief of staff to
US President Barack Obama, during the
2008 financial crash that “you never let
aserious crisis go to waste”.

Mr Henriksson said: “Let'stry touseit

[the present crisis] to take a step for-
ward . . . How can you now use the kick-
start of the global economy to make sure
it becomes a much more sustainable
economy?”

Martin Lundstedt, chief executive of
truckmaker Volvo, said in a separate
interview: “As we go along, there has to
be a move towards stimulus and confi-
dence-building . . . For example, 5G
[telecoms networks] — we know it’s a
no-brainer, that Europe needs it to build
amore competitive position. Why don’t
we accelerate it?”

Authorities across Europe are strug-
gling to plot a return to normal after
locking down their economies to com-
bat the Covid-19 pandemic. Thereisa
growing worry among environmental-
ists and some business leaders that, in
the rush to recover from the economic
slowdown caused by coronavirus, gov-
ernments may be prepared to scale back

green measures. Sweden is one of the
few countries not to have had a strict
lockdown, although its more limited
restrictions have still hit business hard
with Volvo, for instance, closing all its
factories worldwide for several weeks.

Mr Lundstedt said the debate must
not become about “health and safety
versus finance and the economy”, asthe
former must alwaystake precedence.

“We need to continue to keep our eyes
on the ball as to what is important.
There are some very important chal-
lenges in the long term that can serve as
away out,” he said, pointing to solutions
such as more sustainable transport,
renewable energy, and a permanent
recycling infrastructure.

Volvo has gradually started reopening
its factories and is testing out how the
“very complex and in-depth value
chains” in the automotive sector
respond.

Japan toilet makers flush as builders caught short

KANA INAGAKI AND LEO LEWIS — TOKYO

The early weeks of the coronavirus out-
break triggered twin bouts of panic
buying in Japan — of toilet paper and of
the toilets themselves as building
wholesalers competed to secure the
precious commodity.

The rapid rise in demand for lavatories
and an accompanying sudden nation-
wide shortage of them from mid-March
was the result of market participants
attempting to “game” the system ahead
of rivals as Chinese factories closed and
supply chains dried up.

The panic buying was prompted by
housebuilders’ fears that they would be
unable to declare any new property live-
able without a secure supply of the vital
equipment, said manufacturers.

At its peak, said Kinya Seto, the
chief executive of the bathroom and
building equipment maker Lixil, some

wholesalers were placing orders for 10
times more product than they actually
required — a tactic that spurred rivals to
respond with even larger orders.
“When people began to realise that
there might be a shortage, many of the
customers began to order. Where they
needed 100 toilets, next time they asked
for 400,” Mr Seto said in an interview.
“Whether it’s toilet paper or masks,
it’s the same thing. People began to
make bigger orders.”
Marchisusually the busiest season for
toilet demand in Japan with people
moving house ahead of the start of the
new financial and school year. About
80 per cent of Japanese households use
high-end “smart toilets” with auto-
warming seats and bidet sprays, a mar-
ket that in 2019 generated about $790m
indomestic sales, government data say.
But this year, demand spiked as Toto,
Japan's biggest toilet-maker with seven

plants across China, became the first to
flag potential shipment delays in mid-
February, prompting some wholesalers
to place large orders to secure the
remaining inventory.

Global interest in Japan’s smart toi-
lets, which have long struggled to catch
on in western markets, has also
increased in the coronavirus era as peo-
ple seek higher standards of sanitation.

With the shutdown of its plants, some
Toto customers turned to Lixil, which
was able to partially offset the disrup-
tions in China with plantsin other parts
of Asia and existing inventory. Lixil
boosted its manufacturing capacity by
10-20 per cent but it too stopped taking
new orders in February until late March
asproduction failed to meet demand.

Toto said demand for its toilets had
been particularly strong from before the
outbreak owing to the launch of a new
product
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China reveals nimble steps for helping
staff and clients when lockdowns end

Starbucks and Ford are among groups preparing to take local innovations worldwide

FT REPORTERS

As they squeezed cappuccinos through
a doorway barricaded with tables and
stools last month, staff at a Starbucks in
the Chinese city of Wuhan were deter-
mined to keep their customers as far
away as possible.

The improvisation was one small
store’s answer to an urgent global prob-
lem: how to get the wheels of commerce
turning again without unleashing a sec-
ond wave of the coronavirus pandemic.

Starbucksisjust one of dozens of mul-
tinationals that have resumed business
in China, where the virus began and a
version of life after the lockdown is
slowly emerging.

As western governments begin to
loosen restrictions that have plunged
economies into deep freeze, companies
say they are drawing on the experience
of their Chinese operations in recent
weeks for lessons on how to reassure
nervous consumers and employees.

Kevin Johnson, the chief executive of
Starbucks, told analysts that China
offered a “playbook”™ of new practices,
such as taking the temperature of baris-
tas before their shifts, that would be
used when its US stores begin to open
their doors thisweek.

Having shut down most of its more
than 4,000 Chinese stores in February,
MrJohnson last week sought to reassure
‘Wall Street that its business there “will
fully recover over time”.

The chance for multinationals to

Hilton Hotels has
identified 10 ‘high touch’
areas in guest rooms that
receive deeper cleaning

drawup a list of dos and don’tsis not the
only reason the world is paying close
attention to China’s experience. A suc-
cessful emergence from lockdown will
reawaken an economy that helps drive
the global one. Ravaged by the virus in
January and February, the first quarter
saw China suffer its first contraction in
gross domestic product since the Cul-
tural Revolution in the 1970s.

As factories and retailers have resu-
med operations this quarter, companies
from Ford to Yum Brands, the owner of
the Pizza Hut and KFC fast-food chains,
have been able to fine-tune safety pro-
cedures that can be exported elsewhere.

Hilton Hotels, for example, saidit had
identified 10 specific “high touch” areas
in guest rooms that would receive even
deeper cleaning than the rest, including
switches, remote controls, bathroom
surfaces and door handles. Rival Accor,
Europe’s largest hotelier, said guests’
temperatures were screened when they
entered most of its sites in China and
again at the restaurants.

Ford, which was already battling a
sales slump in China before the pan-
demic, has gone further to entice con-
sumers who are likely to be wary of tak-
ing unnecessary risks. The US carmaker
has developed an app to make it easier
to purchase cars online, creating a “zero
touch” world with “doorstep delivery of
sanitised vehicles”. The carmaker is also
retooling how it manufactures vehicles
to allow for more distance between
workers.

“This protocol is being extended to
Europe and will also be used when we
restart our operations around the
world,” Jim Farley, Ford's chief operat-

Employees in leisure sectors are most

Production resumes across key sectors
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Work resumption has picked up
progressively

When did you return to work?

% who of respondents who said...

60 80 100

Mid Feb
Late Feb
Early Mar
Mid Mar
Not yet, scon
Lost job
Other

5] 10 15 20 25

Based on a survey of 1,000

People celebrate
the May holiday
in Wuhan on
Friday as 50m
tourists took to
the road for
domestic trips.
Below, a guard

ing officer, told analysts last week.

The painstaking effort to eliminate
human contact, including new ways of
handing over the keys, is transforming
the business of buying a car in China,
industry executives say.

“The retail trade has very quickly
moved toa kind of ‘New Normal’ in how
to deal with the customer,” Ola Kallen-

at Beijing’s

Forbidden City, ius, the chief executive of Daimler,
which was warned investors. The company’s Mer-
partially cedes-Benz brand sells more cars in
reopened Chinathan anywhere else.

STRIAFP via Gatty Images

These lessons are proving valuable to
companies as they confront the chal-
lenge of restarting operations across
Europe and in the US, according to Kent
Kedl, a shanghai-based partner at con-
sultancy Control Risks.

“There are executives in China that
have now been asked to help lead

the global recovery at head-
b quarters,” said Mr Kedl

“HQ didn’t understand

when this started. They

weren’t asking the right
| questions. And now they
have people who are
I'. very good at thinking

\ through these prob-
|~ lems”

Although not
every practice
from China will
be applicable
elsewhere, one
early legacy that

is likely to be universal is already clear:
the virus has turned more people into
online shoppers. Online sales, which
make up about 30 per cent of retail
spending in China, accelerated in
March, according to Morgan Stanley.

“More people in China are using
ecommerce than they were before the
crisis, including older people,” Laxman
Narasimhan, chief executive of Reckitt
Benckiser, the consumer goods group,
told reporters. “We expect that to actu-
ally stay because they have learnt a new
behaviour now. People are going to shop
differently coming out of this crisis and
we are getting ready for that.”

Businesses with strong ecommerce in
China are finding sales easier to come
by. A survey by UBS found that almost
40 per cent of respondents in China
increased online shopping in early
April, higher than duringthe worst days
of the crisis, and three-quarters said
they planned to keep up the habit.

Part of the explanation for the stun-
ning rebound in US stocks in April, ana-
lysts said, was the hope that China could
lead the recovery of a stricken global
economy before handing the baton to
the likes of the US and Europe. Compa-
nies on the benchmark S&P 500 gener-
ate about 6 per cent of revenues in
China, according to FactSet, second only
tothe US.

Yet more than a month after multina-
tionals began opening their factories
to workers and shops to consumers, it

‘The retail
trade has
very
quickly
moved to
akind of
“New
Normal” in
how to deal
with the
customer’

is not yet clear whether such levels
of optimism are justified.

Revenues from Starbucks’ Chinese
business have, for example, picked up
markedly from the peak of the crisis in
the middle of February, when they were
down 90 per cent. But April's sales
remained down 35 per cent from a year
ago. Although almost all of its restau-
rants in China are operating, McDon-
ald’s cautioned last week that there is a
“reduced level of demand.”

The picture from hotels, an industry
reliant on people’s willingness to travel,
was subdued. Although more than 130
of Hilton's 150 hotels have reopened, the
group said that current occupancy rate
was about 22 per cent, albeit up from 9
per cent in early February.

Gary Rosen, who leads Accor’s opera-
tions in China, cautioned that although
demand was growing “week by week”,
there was a “long way to go before we
returned to pre-Covid levels of activity™.

The May Day holiday offered one sign
that Chinese consumers were at least
beginning to recover some confidence.
There were more than 50m tourist trips
within the country last Friday and Sat-
urday, according to official figures,
including to Beijing’s Forbidden City,
which was partially reopened.

Reporting by Don Weinland in Beijing, Joe
Miller in Frankfurt, Claire Bushey in Chi-
cago and Alice Hancock and Judith Evans
in London

Airlines

BOC Aviation
taps parent’s
funds for
assault on
leasing market

PEGGY HOLLINGER
INTERNATIONAL BUSINESS EDITOR

BOC Aviation, one of the biggest air-
craft leasing companies, is tapping par-
ent company Bank of China for funds
to help it snare a greater share of the
multibillion-dollar industry as even
the strongest airlines seek to raise cash
by selling off their jets.

Robert Martin, chief executive of the
world’s fifth-biggest lessor by owned
aircraft value, said BOC Aviation had
begun to draw down funds from a $2bn
“backstop” revolving credit facility, pro-
vided by the bank, for the first time
since2011.

Last week the group also concluded a
$1bn five-year bond issue, testing the
market's appetite for exposure to a sec-
tor that is struggling to survive the col-
lapse in global air travel as a result of the
coronavirus pandemic. Before the bond
issue liquidity stood at $3.6bn.

The Singapore-based company
intended to move quickly to acquire air-
craft “at good prices with long leases” of
12-16 years, Mr Martin said. He insisted
that the new financing was not because
the group needed cash to cope with a
wave of requests for rental deferrals
from the its 90 airline customers.

“We are using the opportunity to
focus on the best airlines around the
world. Better-credit people who previ-
ously would have paid cash are now

‘Better-credit people who
would have paid cash are
now coming to people like
us for funding support’

coming to people like us for funding
support,” he told the Financial Times.
“By the end of April we will have done
$5bn of additional sale and leasebacks.”

Two weeks ago, BOC Aviation secured
United Airlines, one of the world’s larg-
est carriers, as a client when it agreed to
buy and immediately lease back 22 of
the airline’s aircraft.

The deal, which involves six 787 twin
aisles and 16 737 Max single aisles, is
estimated to be worth several billion
dollars. In recent weeks, at the height of
the pandemic, it also completed sale
and leaseback transactions with Cathay
Pacificand American Airlines.

BOC Aviation’s push comes as the air-
craft leasing industry faces a severe
squeeze on revenues and the threat of
impairments to aircraft values as a
result of the crisis. Avolon, the third-big-
gest lessor by value of owned aircraft,
said last month that 80 per cent of its
customers were seeking rental holidays.

Carriers such as Ryanair, British Air-
ways and Lufthansa have announced
thousands of job losses while Virgin
Australia went into administration last
month. Norwegian Air shuttle is plan-
ning a rescue debt-for-equity swap.

The crisis marks a sharp reversal ona
decade of expansion in the aviation
industry, which has fuelled a boom in
aircraft financing. According to Ascend
by Cirium, the aviation consultancy,
more than 100 new operating lessors
have entered the sector in the past dec-
ade. However, the global nature of the
aviation crisis, with more than two-
thirds of the world’s fleet in storage and
several airlines asking for government
bailouts, makes placing aircraft with
new customers more difficult.

Work of state-sponsored

groups and start-ups begins to

draw multinationals’ interest

HENNY SENDER

The news that Chinese regulators have
given the go-ahead for clinical trials of
three Covid-19 vaccines developed in
the country is the culmination of
months of efforts by a combination of
start-ups, government-sponsored com-
panies and research institutes.

The three companies are CanSino Bio-
logics, Sinovac Biotech and the Wuhan
Institute of Biological Products, the
state news agency hassaid.

Approval for trials, however, is still a
long step from a safe and effective vac-
cine. And although China’s pharmaceu-
tical industry has matured, it is still on
the whole a lot better at incremental
innovation than breakthroughs.

Pharmaceuticals. Biotech

Beijing builds ‘champions’ of the future with Covid vaccine push

“The number one question is when
does China produce best in class or first
in class,” said Judith Li of Shanghai-
based Lilly Asia Ventures, which was
spun off from drugmaker Eli Lilly
almost 10 years ago and has since
invested more than $2.3bn in 90 indus-
try start-ups. “China is still catching up.”

Biotech is a strategic priority for the
government in its “Made in China 2025”
10-year plan to encourage high-tech
industries. Both central and local gov-
ernments have made vast sums availa-
ble to promising start-ups.

China is the second-largest pharma
market after the US, with $137bn of total
spending a year. That is expected torise
substantially as China expands its social
safety net and increases the number of
drugs that qualify for reimbursement.

At $3.8bn, local demand for vaccines
isless than a quarter of the $16bn in the
US and a tiny fraction of worldwide use
at $43.8bn, but that too is expected to
increase dramatically.

Entrepreneurs and their investors say
it is also only a matter of time before
China becomes a leader at original
research. This optimism stems partly
from a national will to create homeg-
rown “champions” but also has much to
dowith the vast amounts of patient data
that can be mined and the availability of

‘In 10 years, biotech in
China will be comparable
to what technology in
general is today’

funding from both the government and
private sources.

“We still have no Jack Ma [founder of
tech group Alibaba] in biotech,” said
Lefei Sun, who is in charge of the China
biotech stakes owned by investment
firm General Atlantic. “But in 10 years,
biotech in China will be comparable to
what technology in general istoday.”

Ms Li, whose firm has backed Hong
Kong-listed CanSino, is confident the
company has world-class skills. Work-
ing with a military research institute, it
has previously developed and won
approval for avaccine to treat Ebola.

Chinais also finding it easier to attract
back citizens who had left to pursue
careers overseas. “The US is mature,”
said Ms Li. “Any contribution you make
there is like building a small house in a
big city. It is so much more important to
build in China.”

Wang Xiaodong is a case in point. He
was one of the first of his generation to
study in the US after the Cultural Revo-
lution and received his PhD in Biochem-
istry from the University of Texas
Southwestern Medical Center. He then
taughtin the US and joined the National
Science Foundation. He was also among
the earliest returnees to China.

He is now the director of the National
Institute of Biological Sciences in Bei-
jing, a government-funded initiative, is

also a co-founder of BeiGene, which is
listed on Nasdaq and the Hong Kong
Stock Exchange, and is an investor and
board member of Clover, a biotech busi-
nessfounded by his protégé, Liang Peng.

Mr Liang did his PhD and postdoc-
toral studies in the US, taught at Vander-
bilt, and returned to China after his
mentor to establish Clover, which is also
inthe race to develop a vaccine.

Both men are part of the rapidly
evolving biotech ecosystem in China.
Indeed most start-up founders in the
industry studied and worked in the US.

Progress can be measured by the fact
that the likes of CanSino and Clover are
being taken seriously by multinationals.
Clover recently completed a $43m capi-
tal raising and has a partnership with
GSK, which supplies it with ingredients
to make the vaccine it is developing. It
also has a research partnership with
Nasdag-listed Dynavax Technologies,
another company that is developing
Covid-19 vaccines.

From outside China in particular,
there are questions, however, about cer-
tain parts of the industry, and critics say
results are not always what they seem.

“The fake data is almost systemic,”
said Lu Shan, a professor at the Univer-
sity of Massachusetts. “There is so much
focus on quick financial returns. When
scientists become interested in the
financial incentives, they become busi-
nessmen and have less impact. They
move too quickly”

In part, this is the nature of the game.
Biotech is a high-reward calling that also
involves high risks. Speed is essential —
there is a much smaller pay-off for the
product that reaches market in second
place. That is especially the case with
developing vaccines for viruses.

For now though, the biggest challenge
for Chinese researchers is to combine
their skills with the strengths of the west
to try to find a way out of the pandemic.
“science is global,” Mr Sun says. “It
shouldn’t be about nations.”
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Commodities. Investment hedge

Funds bet on gold as haven from
‘unfettered’ currency printing

Big-name investors such as

Elliott and Caxton act on fears

over debasement of money

LAURENCE FLETCHER
AND HENRY SANDERSON

Some of the world’s largest hedge funds
are raising their bets on gold, predicting
that central banks’ unprecedented
responses to the coronavirus crisis
will lead to devaluations of major
currencies.

Paul Singer’s Elliott Management,
Andrew Law’s Caxton Associates and
Danny Yong's Dymon Asia Capital are
all bullish on the yellow metal, which
has risen about 12 per cent this year.

They are wagering that moves to
loosen monetary policy and even
directly finance government spending
— intended to limit the economic
damage from the virus —will debase fiat
currencies and provide a further boost
togold.

“Gold is a hedge against unfettered
fiat currency printing,” said Mr Yong,
founding partner at Dymon Asia, which
isup 36 per cent this year, helped by its
bet onthe gold price.

New York-based Elliott, which man-
ages around $40bn in assets, told its
investors last month that gold is “one of
the most undervalued” assets available
and thatits fair value was “multiples of
itscurrent price”.

In a letter, Elliott cited the “fanatical
debasement of money by all of the
world’s central banks” as well as low
interest rates and disruption to mining
caused by coronavirus.

Profits from gold positions helped the
hedge fund to a gain of about 2 per cent
inthe first quarter.

| Hedge funds look to gold as it rebounds to eight-year high
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London-based Caxton, one of the
world’s oldest macro hedge funds, has
also profited from gold bets held
through futures and so-called
“exchange for physical” contracts,
which allow for a switch into bars.

1ts Global fund is up 15 per cent so far
this year while its Macro fund has
gained nearly 17 per cent, according to
aninvestor.

Gold has long been seen as a hedge
against inflation and a haven in times of
stress.

But it surprised many analysts in the
coronavirus sell-off by falling alongside
equity markets as investors opted for
the safety of cash.

Gold dropped from nearly $1,680 on
March 9 to just above $1,450 on March
16, shortly before the S&P 500 hit a
more than three-year low.

However, it has since rebounded to an
eight-year high of $1,747 a troy ounce on
April 14 and was trading around $1,700
yesterday.

The price has been supported by a
sevenfold rise in purchases of gold-
backed exchange traded funds in the

first quarter, according to the World
Gold Council. This took ETFs’ total stash
toarecord 3,185 tonnes in March.

Gold was a stellar investment for
some hedge funds after the financial
crisis. John Paulson’s Paulson & Co,
known for its bets against subprime
debt before the financial crisis, made
billions as the metal rocketed towards
anall-time high above $1,900in2011.

However, gold has also often been
frustrating to trade. The prediction that
drove the post-crisis rally — that
quantitative easing would lead to high
inflation — did not play out and gold
tumbled to below $1,100 by late 2015.
Bears can also point to the two-decade
slump that followed a high in1980.

Funds are again betting that stimulus
will weaken currencies, even if this does
not show up in higher consumer price
inflation.

Adrian Orr, governor of the Reserve
Bank of New Zealand, said last month
that he was “open-minded” about buy-
ing debt directly from the government,
a prospect that Mr Yong described as
“appalling”.

Hedge funds
have profited
from ‘exchange
for physical’
contracts, which
allow for a switch

into gold bars
Stefan Wermuth/Bloomberg

The Bank of England has already
agreed temporarily to finance the
Treasury'sextraspending needs.

“I suspect we will begin to see central
banks begin to doubt each other’s
creditworthiness and demand gold as
payment instead of dollars or yen or
euro or any other paper currency,”
wrote Jerry Haworth, chief executive of
hedge fund 36 South Capital Advisors, in
alettertoclients.

He calls gold “the credit default swap
of central banks”.

Others see opportunities in gold-
related stocks. David Neuhauser, man-
aging director of Northbrook, Illinois-
based Livermore Partners, told the
Financial Times that he has increased
exposure to gold miners this year, in
anticipation of inflation or stagflation
(when price rises are accompanied by
slow economic growth). “Either way, it
will be good for the metals.”

Not everyone is convinced. Some
market-watchers point to weak retail
demand for gold in India and China,
while central banks such as Russia have
halted purchases this year.

That could leave gold exposed if
concerns over the global economy
were to ease, said analyst Helen Lau at
Argonaut Research.

London-based Fulcrum Asset Man-

Fixed income
Argentina
creditors snub
‘haircut’ on
$65bn debt

COLBY SMITH — NEW YORK

Argentina’s biggest bondholders inten-
sified their opposition to a government
plan to restructure its $65bn foreign
debt mountain — all but confirming the
failure of the deal that expires on Friday.

Three groups representing some of
the country’s largest private creditors
issued a joint statement yesterday con-
firming they would not support the
proposal from Buenos Aires, which calls
for interest payments to be delayed
until 2023 and principal payments until
2026.

Tension has increased between
Argentina and its creditors since the
proposal was announced last month.

The three groups, which represent
some of the world’s largest institutional
investors including BlackRock and
Fidelity, had already rejected the offer
independently with some calling it
“unacceptable” and not a product of
“good faith” negotiations.

“Each of the three bondholder groups
and the institutions they represent,
together with various other investors,
wish to reiterate and make clear that
they cannot support Argentina’s
recently launched exchange offer, and
will not tender their bonds in such offer,
because, among other reasons, they
consider the terms to require Argentine
bondholders to bear disproportionate

‘Requiring bondholders

to bear disproportionate
losses is neither justified
nor necessary’

losses that are neither justified nor nec-
essary,” the creditors said in a statement.

The government, which has given
investors until Friday to accept the
terms, has requested a 62 per cent
“haircut” on interest payments worth
almost $38bn, as well as a 5.4 per cent
reduction in the face value of the debt,
worth about $3.6bn.

BlackRock, Fidelity, T Rowe Price and
Ashmore are among the members of the
largest group while Greylock capital
Management and GMO have joined
forces with other firms in a separate
committee.

A third group, which represents hold-
ers of previously restructured bonds
issued in 2005 and 2010, or so-called
exchange bonds, counts hedge funds VR
Capital Group, Monarch Alternative
Capital and HBK Capital Management
among its members.

Several members of the various
groups last week rejected meetings with
economy minister Martin Guzman and
his team, according to people familiar
with the matter, arguing that there was
little to discuss as long as the govern-
ment insisted it could not adjust the
terms atall.

“We understand everything we need
to understand about this deal to know
it’s not going to work,” said one creditor.

Writing in the Financial Times, Mr
Guzman said that solving the debt crisis
required “common sense, collaboration
and fresh ideas in the interest of both
international creditors and Argentina”.

Commodities

Battered oil industry has ‘turned a
corner’, says energy trader Mercuria

MNEIL HUME AND DAVID SHEPPARD

The co-founder of Mercuria believes
the oil market has “turned the corner”
after one of the worst months in its
history.

Marco Dunand, who has helped build
Mercuria into one of the world’s biggest
independent energy traders, said the
crash in US crude prices into negative
territory in April served as a wake-up
call for the industry, which had
responded by “aggressively” cutting
output.

“There is a certain inertia to closing
fields and wells . . . because there is a
cost to close and reopen,” Mr Dunand
told the Financial Times. “But I think
the scare of Monday [April 20] made
some people realise they were better off
leaving oil in the ground.”

That crash saw US benchmark oil
delivery prices briefly drop to minus
$40 a barrel as traders struggled to find
storage space for a growingghut of crude.

At the same time, oil demand was
down by as much as a third worldwide
because of travel restrictions and other
measures designed to slow the spread of
coronavirus.

Since then, production cuts have
increased while some big economies are
easing lockdowns. However, the threat
of the virus still hangs over the oil
market where prices have plummeted
70 per cent since January.

“I think we have turned the corner,”
Mr Dunand said. “But if we have a
second wave of pandemic, then all bets
are off.”

0il prices have started to edge higher
in the past week. Brent crude hit $27 on
Friday, rebounding from an 18-year low

US crude oil prices crashed into
negative territory last month

of below $20 a barrel the previous week.

Planned production cuts of up to 10
per cent of global supply by Opec mem-
bers and their allies took effect on
Friday. Other countries such as Norway
have announced their own curbs.

Analysts and traders also reckon
around 3m barrels a day of North Amer-
ican output is being curtailed because of
low prices and limited pipeline capacity.

ExxonMobil and Chevron each
announced shut-ins of up to 400,000
barrels per day on Friday, much of it
from their US shale businesses.

Mr Dunand, who has run the com-
pany from his house in the Swiss moun-
tains during the crisis, said the oil mar-
ket could be balanced as soon as June,
although it would take longer to digest
the inventories built up in March and
April as oil demand plunged.

“Now think about June,” he said.
“There are the Opec cuts — and who
knows how much discipline there will
be. Add that to North American and bits
and bobs like Norway and there could
be a reasonably solid 15m b/d cut. The
question is what is demand for June? But
putting all that together we should have
abalanced market.”

€ agement has profited from gold this
I SUS];JEC[ year but has since sold most of its expo- FT

we will see sure. Chief investment officer Suhail
central Shaikh said the main driver of the gold

price was a drop in inflation-adjusted FastFT
banks doubt bond yields, which have little room to Our global

fall further, he said. team gives you
each other “When things accelerate sharply in market-moving
anddemand one direction, typically that's driven by news and views,
gO] das people feeling they’ve missed out and 24 hours a day

s just piling in regardless,” he said. fl.com/fastft

Ppayment Additional reporting by Ortenca Aliaj
Equities

Rush of stock deals by Australian groups
in biggest fundraising month since 2009

RICHARD HENDERSON — MELBOURNE
JAMIE SMYTH — SYDNEY

Bank, one of the big four banks that
dominate the local market.

Australian companies rushed to the
stock market in April, raising more
money than any point in the last
decade to fortify their balance sheets
and take advantage of relaxed rules
that critics argue have favoured large
investors at the expense of retail share-
holders.

Companies raised $8.9bn in April, the
biggest monthly total since the crisis
period of 2009 and a sum that rivals the
$11.1bn raised in the US — a market 28
times the size of Australia’.

The data, from Bloomberg, include
deals greater than $20m and excludes
the handful of small initial public offer-
ingsinthe US.

The burst of activity reflects the push
for companies around the world to raise
money to get through the downturn
caused by the pandemic, which threat-
ens to push millions of Australians out
of work and end the country’s three-
decade run without a recession.

The 36 deals in April spanned all
sectors and were led by a A$3.5bn rais-
ing (US$2.25bn) by National Australia

Businesses initially tapped the stock
market as a defensive move but more
recently have moved to build war chests
tohunt attractive assets.

“The first batch of capital raisings
were genuine balance sheet exercises
but increasingly companies are looking
to raise funds for growth purposes and

‘Retail shareholders have
been diluted because of
preference being given to
institutional shareholders’

to participate in distressed sales,” said
John McLean, head of capital markets
origination for Australia and New
Zealand at Citi.

The issuance has delivered A$305m
in fee revenue to investment banks such
as Macquarie Bank, JPMorgan and Citi
since the end of March, according to
data from 33 deals tracked by Owner-
ship Partners, a proxy adviser.

Under rules introduced on March 31
by the Australian Stock Exchange and

the country’s securities regulator, com-
panies can raise up to 25 per cent of their
share base in discounted placements to
big investors, an increase from 15 per
cent. The measures will expire in July.

The arrangements let companies
raise vast sums quickly and give large
investors — such as the nation’s super
funds that steward trillions of dollars in
pension assets — access to cheap stock.

Webjet, a travel group hit hard by the
shutdowns, raised A$231m in an April
placement ata 55 per cent discount to its
closingshare price.

The stock has since fallen but remains
two-thirds above the price of the place-
ment, delivering a bumper profit to
large investors involved in the deal.
NARB's placement was priced 8.5 per cent
below its closing stock price.

The rule change has sparked a back-
lash from some shareholder advocates.
New placements can dilute the holdings
of retail investors who have no say in
whether they go ahead.

“Retail shareholders have been sys-
tematically diluted because of prefer-
ence being given to institutional share-
holders,” said shareholder activist
Stephen Mayne.
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» Re-emergence of US-China trade
tension knocks market sentiment

« Dollar and gold climb as investors seek
safety In havens

| US currency strengthens as Washington takes aim at Beijing |

Dollar index

ECB can ease Italian
debt fears without
risking inflation

101.0 .
» Wall Street follows Buffett in dumping C 1 C 11
alrlines stocks “ ar O Ottare 1
The ramping up in trade fension between 100.5 \ .v‘l ~k I ] h
Washington and Beijing spilled over info a]- e tS ]-‘ls]-g t
stock markets with all leading bourses
lower yesterday. 100.0
The FTSE All-World index fell for the he projected surge inpublic  stock of Italian public debt held outside 3.5 per cent in 2014 to 16.5 per cent in
third consecutive session after Mike deficits caused by the theECBmaynotevenriseineuroterms. 2018. What may have contributed to this
Pompeo, US secretary of stafe, repeated 99.5 coronavirus pandemic has Asaratio of a falling GDP, itwouldrise  is a tightening of bank capital require-
US government claims over the weekend ’ rekindled concerns about  but, at about 120 per cent, would mentssince the 2008 financial crisis.
linking the virus outbreak to a Wuhan the sustainability of euro- remainwell belowits 2014 level. Ultimately, what constrained bank
laboratory. China denied the allegations. area government debt. Such concerns This will cut rollover risks compared  lending was not the lack of liquidity but
Mr Pompeo added that China was 99.0 arekept at bay for now by the European  with a scenario without QE. That is  the lack of equity. The coupling of an
refusing fo co-operate with overseas Central Bank’s vast purchases of perhapsthekeyreason why S&PGlobal, expansionary monetary policy with
scientists trying to develop a vaccine. government paper through its the credit rating agency, recently con-  tighter equity regulations has, there-
“The risk of a cold war between the two T T T T T T T T T T T T T T T T 711 T 98.5 “quantitative easing” operations. firmed Italy’s investment grade rating. fore, facilitated the financing of govern-

nations seems to be building,” said Jim
Reid, macro strategist at Deutsche Bank,
and, “given if's a US election year, this
issue isn't likely fo go away”.

Both the Cboe Vix, a gauge of implied
volatility in the S&P 500, and its
European peer, the VStoxx index, jumped
higher.

“The safe haven currencies of the US

Source: Refinitiv

state to absorb another negative shock as
it struggles to absorb the twin negative
shocks from Covid-1¢ and the collapse in
the price of oll,” added Mr Hardman.

The Stoxx Europe 600 retreated 2.7
per cent while Frankfurt's Xetra Dax sank
3.6 per cent and the CAC 40 in Paris was
4.2 per cent weaker.

Indeed, as long as public debt stays
idle in the ECB portfolio, rollover risks
are correspondingly reduced. But what
if inflation were to climb?

Constrained by its mandate to keep
price rises below 2 per cent, the ECB
would have to tighten monetary policy.

Some fear it would look to do that by
selling the government paper it is cur-

But its rival, Fitch, felt that the rise in
total public debt required a downgrade.
After all, one could argue, it is the out-
look for inflation that will determine
whether the ECB keeps rolling over the
securities purchased through QE. Eco-

Economic history tells

ments by printing money without
having to pay the price in inflation.

What does this imply for the future? if
inflation — which is still very low —
eventually goes up, the ECB would have
at least three options to tighten mone-
tary policy, all with different impacts on
public debt sustainability.

The first is to mop up excess liquidity

dollar [also outperformed],” said Lee During the past fortnight, global Across the Atlantic, the S&P 500 was rently buying, a sort of “quantitative  US that when central by selling government paper in the mar-
Hardman, currency analyst at MUFG benchmark Brent crude has fallen to a down 0.5 per cent by midday in New York | tightening”. The full weight of public banks print a lot of ket. The second is to tighten equity reg-
Bank, “driven by a further deteriorationin | two-decade low while WTI, the US trading, with airlines the worst debt would then become apparent. anksprintaloto ulations, as done during 2015-18. The

investor risk senfiment.”

The Dollar index, a gauge of the
greenback against a basket of peers, rose
for the first time in more than a week,
climbing 0.5 per cent to 99.56. Gold,
another haven asset, rose as much as 0.7
per cent fo stay near a seven-year high.

But “the global economy Is in no fit

marker, fraded in negative territory over
fears linked to a potential oil glut.

Brent crude rose 1.7 per cent to $26.89
a barrel yesterday while WTI increased 2
per cent to $20.22 a barrel.

European stocks fell despite many
countries on the continent faking
fentative steps to ease the restrictions.

performers.

The sell-off in carriers follows Warren
Buffett's admission over the weekend
that he had dumped investments in
airlines during the coronavirus pandemic.

Tumbling airline shares dragged the
Dow Jones Transport index down almost
3 per cent. Ray Douglas

Markets update

Butwhile itis certainly a possible sce-
nario, the need for QT is far from obvi-
ous, even if inflation did eventually rise.

Before explaining why, let us first look
at what has happened to the composi-
tion of public debt as a result of previous
rounds of QE and what is likely to hap-
penthis year. Take Italy asan example.

While its total public debt-to-GDP
ratio had hovered at some 135 per cent
since 2014, its public debt held outside
the ECB fell rapidly from 129 per cent to
112 per cent of GDP in 2018 as the

money, inflation rises

nomic history tells us that when central
banks print a lot of money, especially to
finance governments, inflation rises.

But the money printed by the ECB
since 2014 has not caused much infla-
tion. That is because commercial banks
have used little of the money printed by
the ECB to support lending.

The traditional “money multiplier”
theory is one in which the money

third is to toughen rules around bank
liquidity, perhaps by raising reserve
requirements.

All these tools imply a tighter mone-
tary policy stance but only the first
would be particularly damaging for
public debt sustainability as the sale of
government paper, or QT, could push up
yields. The second and third options are
not without costs for the economy, like
most forms of bank regulation. But in
the short run, they would be less
damaging to debt sustainability.

= | [ < ] (=] | central bank’s purchases of Italian secu-  printed by central banks is used to back The current surge in public debt is
us Eurozone Japan UK china Brazil rities exceeded its cumulative deficit. loans by commercial banks, then rede-  risky. But its de facto monetary financ-
Stocks S&P 500 Eurofirst 300 Nikkel 225 FTSE100 Shanghal Comp Bovespa This year, on current policies, the ECB  posited and used for loans again, until  ing by the ECBis cutting immediate roll-
Level 2819.95 128439 19619.35 5753.78 2860.08 7797831 is likely to raise its holdings of Italian  the ratio between bank liquidity — the  over risks and giving governments time
% change on day -038 -256 284 -016 133 314 government paper by €170bn, more  deposits held by commercial banks at  for agradual reduction in debt ratios.
Currency $ Index (DXY) $per€ Yen per $ $perf Rmb per $ Real per than10 per cent of GDP. the central bank — and bank loans has That was the goal before the virus
Level 99331 1092 106.925 1242 7.052 5590 That would fully finance Rome’s returned tonormal. crisisand it will be the goal after it too.
% change on day 02564 0817 0.019 0957 0.000 1939 deficit, which is projected at 8.3 per cent But this has not happened. The ratio
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Giit 10-yearbond  10-year bond of GDP by the IMF and at 10.4 percent  between the eurozone’s commercial  CarloCottarelliis a director at UCSC and vis-
Yield 0627 0565 -0.028 0229 2510 7.487 by the government. Consequently, the  banks’liquidity and theirloansrosefrom  iting professor at Bocconi University in Milan
Basis point change on day 1.080 2,600 0.000 -1.800 0.000 13.800
World Index, Commods FTSE All-world Oll - Brent Oll - WTI Gold Sllver Metals (LMEXO
Level 31203 26.84 20m 1686.25 14.85 236170
% change on day -11 117 193 -0.97 -3.20 -130
Yesterday's close apart from: Cumrencies = 1500 GMT: S&P, Bovespa, All World, Ofl = 1700 GMT: Gold, Silver = London pm fix. Bond data supplied by Tullett Prebon.
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Airlines led the US fallers affer stake sales
by Warren Buffett added fo fears that a
2021 demand recovery Is too optimistic.

Berkshire Hathaway had sold its
investments last menth in Delfa Air Lines,
American Airlines, Southwest Airlines and
United Airlines, Mr Buffett said at his
Investment group’s annual meeting.

American Alrlines was the worst
performer after Barclays downgraded fo
“underweight”.

Apart from not knowing when revenue
will return for an industry collectively
burning an estimated $20bn of cash this
quarter, the airlines’ sizeable debt
balances and structural cost burdens had
left equity holders with little room for
error, Barclays said.

Tyson Foods slipped after
accompanying weaker than expected
second-quarter earnings with an
unexpectedly gloomy outlook.

The abattoir operator withdrew margin
guidance, saying the demand shift fo
retail had not been strong enough to
offset declines in its food service business.

PG&E, the bankrupt California utility,
rose on a UBS upgrade to “buy™

Landlord Front Yard Residential slid
after its fakeover by privately owned peer
Ambherst Residential collapsed.

Amherst had agreed fo buy Front Yard
in February in a deal worth $2.3bn
including debt. Bryce Elder

Thyssenkrupp led the Stoxx Europe 600
fallers on worries that the deal to sell its
elevators division fo Advent and Cinven
for €17.2bn might stall.

The private equity groups want to pull
in other investors to reduce their own
exposure fo the deal, which Is scheduled
fo close in July, the FT reported.

Kepler Cheuvreux called the response
an overreaction, saying there was nothing
in the report to suggest that the deal was
at risk of collapsing.

Ryanalr was weakest among the travel
stocks after saying on Friday that it was
cutting up to 3,000 jobs as well as
imposing unpaid leave and pay cuts.

The airline, which has argued that state
support fo Its rivals is illegal, said it
expected to lose more than €100m in its
fiscal first quarter ending in June and
predicted that traffic would fake at least
fwo years to return fo 2019 levels.

Société Générale forecast that Ryanair
would deliver a net loss before one-offs
of €298m in its current fiscal year.

Lonza, the Swiss chemicals and
biotechnology group, gained after
announcing a 10-year fie-up with US
vaccine developer Moderna.

The agreement, beginning in June,
would boost manufacturing capacity for
Modena's novel coronavirus vaccine
candidate, which was the first fo enfer
clinical frials. Bryce Elder

Takeover talk lifted Royal Mall affer
corporate raiders Daniel Kretinsky and
Patrik Tkac declared a 5.35 per cent stake,
up from 3.05 per cent revealed in March.

The pair last year failed to fake German
retailer Metro private using a near 30 per
cent stake.

The stock was also helped by news
that Royal Mail had reached an
agreement with its main unien fo avert
industrial action over the temporary
suspension of Saturday letter deliveries.

Hikma was the best performer among
pharmaceuticals stocks.

US prescription dafa indicated strong
demand for Hikma's injectable analgesics,
sedatives and muscle relaxants, which are
used when Covid-19 patients are put on
ventilators, said Barclays.

Conference organisers Informa and
Hyve slid as leaks of the UK's first-stage
plan to reopen workplaces offered
nothing for the events industry.

Airporfs-exposed stocks such as SSP,
the travel café operator, and WHSmith
were also under pressure.

Rentokil climbed after Morgan Stanley
furned positive, arguing that investors
understand the pest control group’s
growth in the US but are yet to recognise
the opporfunity in emerging markets.

“Climate-induced food security and
heightened hygiene spend should see an
earnings surprise,” it added. Bryce Elder

For all of this and much more, join our live webinar
on the 13" May at 1lam.

Register now: pensions-expert.com/webinari3may

An event from the Financial Times
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Ghost in the machine reveals scary truths

South African artist William
Kentridgess latest work is a
short film that uses a range of
pre-cinematic’ techniques.
Hetalks to Jan Dalley

veracrystal WhatsApp line
to Johannesburg, William
Kentridge explains to me
the principle of Pepper’s
Ghost. As you may know
(1didn’t), it’s an optical illusion that cre-
ates a ghostly presence on a stage, popu-
lar in 19th-century theatre for gothic
phantasmagoria, magic shows and illu-
sionist effects, but still in use today in,
for instance, stadium rock concerts. And
yes, it really is done with mirrors. Even
today’s teleprompters are effectively
worked by means of Pepper’s Ghost.

It's no surprise to learn that the great
South African artist, maestro of multi-
media effects, should be thanking
Pepper for some of the magic worked in
his short film Mayakovsky: A Tragedy,
which will be available online from
tomorrow to support the Coronet Thea-
tre in London’s Notting Hill. In this ludic
version of the Russian poet’s 1913
one-man play, Kentridge uses a single
sonorous-voiced black actor with a
range of techniques — “pre-cinematic
techniques”, as he points out, such as
graphics, shadow puppetry and anima-
tion — to deliver the richly layered, high-
energy performance.

Pepper’s Ghost has more than a one-
time walk-on. At the Centre for the Less
Good Idea, an arts centre in downtown
Johannesburg that Kentridge estab-
lished four years ago, where performers
and creators from dancers to cinema-
tographers can create projects and per-
formances, the Ghost is a running
theme. For the seventh in their seasonal
programmes, Kentridge explains, “We
decided we'd work with found texts,
existing texts, and using that technique
—and see what happened.”

But first, I ask him to explain the
beguiling title of his arts centre. “It’s
all about the energy that comes from

unexpected collaborations,” he tells me.
“When people are creating a piece,
they get the first idea, the ‘good’ idea.
Then as you work on that, all kinds of
different ideas appear on the periphery

Above: Katlego
Letsholonyana
in ‘Mayakovsky:
A Tragedy’.
Left: William
Kentridge
Courtesy of The Cantre

fior the Less Good ldas;
Stella Olivier

— the ‘less good’ ideas, if you like. They
come to the fore and there’s a new
energy and interest there.”

‘When itbecame clear that the centre’s
latest programme faced lockdown,

Kentridge says, dozens of live projects
were converted to film or online ver-
sions— “Wehad awhole online festival.”
And their Pepper’s Ghost theme seemed
to take on a new resonance: although
the optical illusion, so magical on a live
stage, loses some of its impact on film
(we are so used to elaborate special
screen effects we might hardly notice),
the metaphorical echoes can’t be lost.
A shimmering chimera of a reality we
can't quite grasp, of what might have
been, is becoming a familiar sensation
inlockdown.

And the technique is also perfect
for the elusive, multi-layered work
of Vladimir Mayakovsky. What, T ask
Kentridge, attracts him to the
radical Russian?

“Mayakovsky has been an interest
since my student days, in the 1970s,” he
replies. “1 knew the strange text of his

Tragedy, which was written as a play, so
Ire-read it and rediscovered his particu-
lar way of looking and thinking about
the world. He was perfect for the kind of
anti-naturalist form that interests me.
1 had a form looking for a text and this
wasit.”

And, of course, Mayakovsky’s poli-
tics: always angrily at odds with the
social order, even within revolutionary
circles he could be an outlier. This spirit,
and some of the brilliantly pointed,
mocking graphics and animations pro-
jected through the Ghost, took me back
to the stunning retrospective of Ken-
tridge’s apartheid-era work at the Zeitz
Museum of Contemporary Art Africain
Cape Town earlier this year: a cornuco-
pia of the finest protest art, savage,
relevant, fearless and funny, using a
broad range of techniques but always
stemming from his astonishing

draughtsmanship. It was balanced by a
simultaneous exhibition at Cape Town's
Norval Foundation of Kentridge’s
mature work, sculpture as assured,
pacific, solid and serene as the former
was edgy, transient and reactive.

Kentridge says Mayakovsky — who
also worked through an era of fierce
censorship — appealed because of the
Russian’s “different attempts to think
about Utopianism in the arts. And the
possibility of a transformed society. He
wasradical bothin [artistic] form and in
hiswider thinking.”

Mayakovsky’s work also reflected a
visual energy about the city which,
says Kentridge, chimes strongly with
Johannesburg at the moment, which he
feels is on the edge of social chaos,
“improvising all the time”. Although he
describes his own fortunate lockdown,
at home with his family and at work in
his garden studio, as “pure pleasure”, he
is vividly aware of the difficulty for

‘Mayakovsky has
been an interest since
my student days in
the 19708’

others — especially “how one keeps a
community of artists and performers
during these very extreme times”. The
Centre for the Less Good Idea is asking
its alumni to contribute films to “The
Long Minute”, one-minute Instagram
films each day by film-makers, dancers,
authors, musicians, and others: reassur-
ance, as well as stimulation, a sense that
abetter futureis not too far away.

Meanwhile, in London’s Coronet
Inside Out programme, Mayakovsky:
A Tragedy joins an online programme
that includes work by Hanif Kureishi,
Ben Okri, Hisham Matar and others.
“I have very good memories of working
with the Coronet,” Kentridge says, “and
I'm happy if this film cements the links
between Johannesburg and London,
and viewers across the world.”

thecoronettheatre.com
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The use of data, improving the client experience and efficient
marketing will be key challenges for wealth managers in the
post-covid-19 world. During this webinar Jennifer Miller,
global vice president of technology provider Vuture and
PWM’s Yuri Bender will discuss how we can use digital
solutions to help overcome these challenges.
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* Deploying Big Data to predict behaviours
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Furious scrapings and seductive sounds

Bang on a Can Marathon
Streamed online
Feeketete

Richard Fairman

It is more than 30 years since Bang on a
can presented the first of its Marathons.
The group’s three founders — compos-
ers Michael Gordon, David Lang and
Julia Wolfe — say they wanted to start
building “a utopia”, where boundaries in
music would be broken down. They
added, “It is also an act of resistance
against the things that keep us apart.”

Nobody could have foreseen how true
that last statement would become in
2020. With the coronavirus lockdown
keeping musicians and audiences far
apart, the Bang on a Can Marathon went
online — a six-hour parade of living
composers presenting their music from
their living rooms, the majority in the
US, especially New York.

By comparison with the best of the
live online music that has sprung up,
this was more of a homemade affair. The
three founder-composers acted as com-
peéres, which was fortunate as they could
pick up the thread when internet con-
nections dropped. More seriously, the
sound quality proved variable from one
source to the next.

‘What makes Bang on a Can important
is the collective’s open-mindedness,
which has helped it bring to life a varied
mass of new music over the years. This
Marathon was no exception: a couple of
premieres were prominent, the most
up-to-the-minute being Ken Thomson's
Birds and Ambulances for double bass,
which takes its title from the sounds of
New York during lockdown. There are
no planes flying over Thomson’s home
on the flight path to La Guardia, so the
music starts in near-silence, broken by
siren noises and furious scrapings of the
bow (ambulance engines?).

Like much live music online, this
Marathon was restricted to solo
instrumentalists, though sometimes
working with electronic or pre-recorded

At home: Meredith Moi}k

backing. That made it easy to compare
like with like in an overview of where
American music (primarily) is now.

Although the senior figures of Ameri-
can minimalism still cast along shadow
— violinist Tim Fain played an extract
from Philip Glass’s Einstein on the Beach
and Steve Reich put in a celebrity
appearance — it was the range of musi-
cal voices that made the biggest impact.

The most distinctive included David
T. Little’s Hellhound, in which a solo cello
engaged in sometimes frenetic dialogue
with a heavy metal backing. Anna
Clyne’s Rapture, opening with the sound
of New York rain, played with multiple
layers, a solo clarinet, a pre-recorded
track, distortion and reverberation.

Meredith Monk, starriest of the
composer-performers, sang and played
with her 43-year-old turtle as her audi-
ence at home. Cassie Wieland’s Heart
seduced the ear with the sound of the
hammer dulcimer. Martin Bresnick’s
Ishi’s Song drew on ethnomusicological
roots. There were virtuoso solos: from
Thomson on saxophone in Shelley
‘Washington's Black Mary, and from per-
cussionist David Cossin, who brought
hallucinatory beauty to another pre-
miere, Molly Joyce’s Purity.

Bang ona Can's archive is now live on
its Canland website and includes a

retrospective of the Marathons of the past:
bangonacan.org; canland.org

THEATRE

A Separate Peace
The Remote Read
Frdoedrdr

Sarah Hemming

A few weeks ago, watching a play meant
leaving home, arriving at a theatre and
settling into a seat, along with hundreds
of people. Now, it’s about logging on and
watching, with slight apprehension, a
clock tick down until the “curtain” rises.
Theatre, like everything, has
changed. And yet it is remarkable how
quickly artists have responded, finding
the means first to stream pre-recorded
shows, then to share newly written
plays, then to perform shows in real
time before an online audience. The
best of these find new ways to forge that
live connection at the heart of theatre.
Most profound to date has been Rich-
ard Nelson’s brilliant, Chekhovian piece
What Do We Need to Talk About?, per-
formed by New York’s Public Theater.
Both set and performed on Zoom, it
used the strange intimacy of online

conversation to plug into recognisable
hopes and fears.

On Saturday, A Separate Peace brought
aslightly different twist to the practice.
Launching The Remote Read, a new
series of live one-off play readings to
raise money for charity, this star-
studded revival of Tom Stoppard’s 1966
play deployed the peculiar mix of pres-
ence and absence characterising online
interaction to channel the drama’s
unsettling absurdity.

Stoppard’s plot concerns John Brown,
an apparently healthy individual who
turns up at a private hospital and
refuses to leave. A hotel wont do, he
argues: he wants peace, he wants to be
nursed and he has the money to pay for
it. The staff are perplexed. What drives
him?1s he on the run?

Originally a wry comment on social
convention, in Sam Yates’s online pro-
duction the piece came over as a quietly
topical meditation on mental health,
isolation and the need for care. Yates
and his design team amplified the play’s
sense of dislocation. The cast, collabo-
rating remotely via Zoom, floated in
four clinically white boxes on our
screens, with characters appearing and

disappearing. Performances were pre-
cise and subtly pitched to be both comi-
cally recognisable and slightly unnerv-
ing, with Ed Stoppard’s breezy matron,
Denise Gough’s harassed doctor, Maggie
Service’s kindly sister and Jenna Cole-
man’s sincere nurse buzzing round
David Morrissey’s inscrutable Brown.

At 30 minutes, this touching little
drama was ultimately more Stoppard-
ian curio than masterpiece. But deftly
handled and atmospherically designed,
it demonstrated further the creative
possibilities of online performance cur-
rently sustaining theatre.

theremoteread.com

Absurdity: David Morrissey
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FT BIG READ. CORONAVIRUS

It should have been a triumphant month for Vladimir Putin. Instead his popularity is slipping as Russia
struggles to deal effectively with coronavirus and a disastrous oil price war further weakens the economy.

By Henry Foy

Pandemic tests Putin’s power

‘The Kremlin

he May 9 military parade

was to have been an event of

pure pomp and spectacle: a

moment for Vladimir Putin

to stand in the centre of
Moscow’s Red Square and bask in his
unchallenged authority. Flanked on
either side by his Chinese and French
counterparts, Xi Jinping and Emmanuel
Macron, the Russian president would
have watched proudly as Russian sol-
diers marched past in the spring sun-
shine, their arms locked in salute and
their faces turned to their commander-
in-chief.

Instead, Mr Putin will lay flowersata
war memorial in the centre of an other-
wise deserted Moscow, and make a
video address to a quarantined, con-
cerned and increasingly restless nation.

The postponed parade to mark the
75th anniversary of the Soviet Union’s
role in the second world war victory
over Nazi Germany was envisaged as the
most public event of a heavily-orches-
trated spring schedule designed to
cement the longevity of Mr Putin’s 20-
year reign.

Mr Xi would have shown the world
the strength of Russia’s new friendship
with the world’s pre-eminent rising
superpower; Mr Macron's attendance
would have demonstrated that despite
sanctions against Moscow for its 2014
annexation of Crimea, Europe still
needs itstroublesome eastern partner.

The parade of tanks, missile launch-
ers and soldiers was intended to be
much more than just a historical com-
memoration. It was scheduled 17 days
after a national ballot where Mr Putin
had banked on winning widespread
public support for constitutional
changes that would allow him to extend
his rule beyond 2024. That vote, too, has
been postponed.

In the space of two months Covid-19
has laid waste to both his political
agenda and the economic model that
underpins his regime, turning 2020
from a year scripted to usher in another
decade of Putin rule into one that could
undermine his supremacy.

“Itis pretty clear that this year has not
gone to plan at all as far as Putin is con-
cerned,” says one foreign ambassador in
Moscow. “The pandemic has had far
more of an impact than he had hoped,
and the economic fallout from all of this
isgoing to be even bigger.”
$165bn of savings depleted

The virus has infected more than

With the Covid-
19 caseload
rising rapidly in
recent weeks,
the Russian
leader’s tone on
the pandemic
has shifted.
Below: migrants
wearing face
masks rush to
renew work
and residence

permits in
St Petersburg

early last month
FT montage

Cases of Covid-19
across the country,
with 1,350 deaths

Fall in GDP this year,
according to central
bank forecasts. Alfa-
Bank says Incomes
will fall 5% this year

Warchest to protect
the economy Is
being drained by as
much as $300m a

day

Approval rating for

Profits from oil and gas sales provide
around 50 per cent of Russia’s consoli-
dated budget revenue — about $130bn.
Since oil prices plunged, partly due to
Mr Putin’s ill-fated decision to embark
on a price war with Saudi Arabia to hurt
US shale producers, a $165bn warchest
built up to protect the economy is being
drained by as much as $300m a day,
according to government data. Russia’s
finance minister has warned that the
government could burn through almost
halfits savings by the end of the year.

That imperative to propupthe budget
means promised fiscal measures to sup-
port people and businesses affected by
the pandemic and economic slowdown
add up to just $40bn or 2.8 per cent of
GDP; far less than the trillions of dollars
pledged in other countries. Russian law-
makers in March voted to lift the coun-
try’s state borrowing limits.

Mr Putin faces a multi-faceted crisis
that has shaken his authority and the
informal social contract that underpins

U S 1]

his rule: to provide security and
economic stability to voters in exchange
for restrictions on their political
freedoms.

Despite attempts to distance himself
from the crisis by delegating difficult
decisions to his regional governors, Mr
Putin’s approval rating has fallen to a
six-year low. One measure of public
trust in him is at 28 per cent —the lowest
since 2006 — just 18 months before Rus-
sia’s parliamentary elections.

“It is increasingly evident that Rus-
sia’s highest political leadership under-
estimated the risks of Covid-19 and
failed to contain the disease at the early
stages,” says Andrius Tursa, an analyst
at political risk consultancy Teneo. “To
divert potential criticism for mishan-
dling the crisis, the Kremlin is using the
regional governors as scapegoats . ..
The effectiveness of such tactics, how-

he said, boasting of Russia’s “healthy,
strongeconomy”.

Only last week did Mr Putin’s tone
shift. In a televised address that
extended the national lockdown to May
11, he admitted that “there is a hard and
difficult path ahead . . . it will not be as
fast as we would like. But you cannot
race ahead, and risk going backwards.”

“This is exactly what happens when
you are constantly told about your suc-
cesses, and any complaints or problems
provoke only bitterness and irritation,”
says Tatyana Stanovaya, founder of R
Politik, a Russia-focused political analy-
sis firm. “To Putin, it seemed that they
had achieved the impossible in the fight
against coronavirus, and no one would
have done it better.”

The impact on the population is
expected to be severe. Real incomes in
Russia will fall by 5 per cent this year,
Alfa-Bank economists have forecast.
Incomes are already 7.5 per cent lower
than in 2014, before Russia’s invasion of
Crimea prompted western sanctions
against Moscow.

Alexei Kudrin, head of Russia’s audit
committee and a former finance minis-
ter, estimates that the crisis could see
unemployment double to 10 per cent.
Industrial output already slipped by 2.5
per cent in March and is set to plunge in
April, as major factories, mines and
plants struggle to operate within quar-
antine measures and without contrac-
tors who have been forced by the gov-
ernment toclose down.

The lockdown measures and resulting
lay-offs have already provoked protests.
Police suppressed a rally in the southern
city of Vladikavkaz as people fired from
their jobs demanded more compensa-
tion than the one-off Rbs3,000 ($40)
offered by the local authorities. Protests
have also taken place online, with citi-
zens posting thousands of anti-Putin
comments at government locations on
the Yandex. Maps mobile navigation app.

According to the Levada Center, Rus-
sia’s sole pollster independent of the
state, Mr Putin’s approval rating fell to
63 per cent in March, down from 69 per
cent in February. While exceptionally
high for a European politician, Mr Putin
has almostno political opponents, and it
is well below the ratings in the high 80s
he enjoyed between 2014 and 2018. The
state-run VTsIOM found in a recent sur-
vey that just 28 per cent of respondents
named Mr Putin when asked which
politicians they trusted.

When asked last week about his han-
dling of the pandemic, only 46 per cent
told Levada researchers that they
thought his decisions were correct.
Thirty per cent said they thought his
response was inadequate; 18 per cent
that it was excessive.

“It is not so much the pandemic itself
that affects [ratings], but the resulting
economic problems,” says Denis Volkov,
Levada Center’s deputy director. “Peo-
ple are afraid of losing their jobs, they
are afraid of wage cuts, and they expect
a fall in living standards. These fears are
now the mostimportant.”

“In effect, the government has a few
months to try to normalise the situa-
tion, before the discontent becomes
serious,” he adds.

Last month Mr Putin’s spokesman
Dmitry Peskov told reporters that he
“generally and conceptually” disagreed
with a statement that economic difficul-
ties could provoke a political crisis in
Russia. But a sharp rise in public anger
could certainty hamper Mr Putin’s bid to
rewrite the constitution and grant him-
self the ability to run for two more six-
year terms as president after 2024,
when he would otherwise be forced to
step down.

The process looked simple before the
pandemic. A VTsIOM poll on March 11,
when Russia had 28 coronavirus cases
and no deaths, showed 64 per cent of
voters supported the change. A poll by
the same company on April 17 — mid-
way through the lockdown — and with
case numbers rising rapidly, showed
support had dipped to 50 per cent.

“If the vote had taken place on time,
the majority would have supported the
amendments,” says Mr Volkov. “With
growing uncertainty, economic prob-
lems and — over time — discontent, peo-
ple’s desire to go and vote for amend-
ments proposed by the government
may decrease.”

Responsibility debate

Russia now has one of the world’s
fastest growing Covid-19 caseloads. As
France, Austria and other European
countries have begun to lift some
quarantine measures, Mr Putin has
extended those operating in Russia by
another fortnight.

Moscow mayor Sergei Sobyanin said
on Saturday that according to testing
data, 2 per cent of the capital’s popula-
tion was infected with Covid-19. That
equates to more than 250,000 people —

as scapegoats

amendments

four times the number that the govern-
ment has previously admitted are
infected in the capital, raising doubts
over the efficiency of the 4m tests that
Russia’s government says it has con-
ducted nationwide.

After the troops who had assembled
for the May 9 parade were sent back to
their barracks, the defence ministry
admitted that more than 1,000 soldiers
had tested positive for Covid-19. Video
footage of their rehearsals shows the sol-
diers standing shoulder to shoulder.

China in April blamed hundreds of
new cases on people returning from
Russia, either across their shared land
border or on flights. One flight to Shang-
hai on April 11 contained 51 infected
people, Chinese officials said, a number
that implies a larger proportion of Rus-
sians could be affected than the official
data suggests.

The handling of the crisis has created
wider friction between Moscow and Bei-
jing, a relationship that Mr Putin has
sought to promote as ties with the west
have soured since 2014. In late January
Russia was one of the first countries to
close its border crossings with China as
the virus spread from Wuhan to other
parts of the country, but did not close its
western borders with the EU until two
months later.

“Moscow was late to shut down its
border with the EU, exposing the obvi-
ous racism of the Russian elite: China
was perceived as ‘dangerous’ while
Europe was viewed as ‘safe’ despite huge
numbers in Italy and Spain,” says Alex-
ander Gabuev, senior fellow at the Carn-
egie Moscow Center.

“As the number of cases imported
from Russia grows, so is Chinese anger.
Not only is Moscow hiding — or unable
to detect — real numbers of infections, it
can’t control movement of sick people
and the spread of Covid-19,” he says.
“Thisislikely to boost long-held feelings
of Chinese superiority towards Russia
and anti-Russian sentiments. In Russia,
it’s likely that the virus will reinforce
deep-seated Sinophobia.”

Worryingly for the Kremlin, infection
data appears to show that the outbreak
is spreading fastest in provincial cities
and rural regions far from Moscow,
which lack both the capital’s medical
provisions and financial firepower.

Mr Putin last week reiterated his
position that local governors should
take responsibility for their regions, and
not rely on orders or resources from
MOSCOW.

145,000 R.ussians and killed about 5 e " ao ever, appears to be limited so far” ‘ et e T He also warned that even El.ft.(:?l' the
1,350, making the country the world’s  from 69% In health Laid country as a whole sees a peak in infec-
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from Johns Hopkins University. Mr  year low Throughout most of March, as the virus Unemployment rate Industrial production Government budget balance certain regions . . . The threat will not
Putin’s own prime minister, Mikhail spread rapidly through other European ¢3] (rebased) (% of GDP) disappear everywhere immediately”.
Mishustin, stepped down temporarily countries, Russian officials insisted that 3.0 105 That could result in along, drawn-out
on Thursday after contracting the virus. the number of infections was low and \ {\ i recession and a stuttering recovery that
Ithas also sparked a two-pronged eco- Mr Putinleft theissue to be dealt with by HE ¥y, 0 will further crimp Russians’ spending
nomic shock that is expected to shrink ministers, officials and aides. %_\7 3.7 Wl_h 103 power, and could erode support for the
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to central bank forecasts. In addition to tions, he said in a national address that 35 101 V “We see that regarding [support for]
a six-week national lockdown and crip- Russia was “able to restrain both the _,  Putinand his government as a whole
pling quarantine measures that have wide and rapid spread of the disease”. W e v 100 there is a division in society between
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halving of the price of oil, imperilling orthodox Easter, he remained upbeat. 20 20 Levada Center’s Mr Volkov.

the country’s financial lifeblood.

“The situation is totally under control,”

Sources: Refinitv; IMF

“Ithink that this divide will deepen.”
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Bankrupt Lebanon’s turn
to the IMF is overdue

A bailout is the country’s enly option to refloat its sinking economy

After dithering and division, Lebanon’s
government has concluded the only
way it can refloat its sinking economy is
by going to the IMF. That would be just
in time. While it is a shopworn adage
that countries cannot go bankrupt,
Lebanon palpably has. It has accumu-
lated losses at its central bank, Banque
du Liban, which the government esti-
mates at $44bn — about equal to
annual economic output, though this is
shrinking so fast nobody can be sure —
while the government reckons the
banking sector, the erstwhile jewel in
Lebanon’s crown, haslosses of $83bn.

The crisis long predates the corona-
virus pandemic. The economy began
juddering to a halt last October, when a
civic uprising brought down the then
government of sectarian oligarchs and
superannuated warlords. The spark
was an obtuse tax on WhatsApp phone
calls. The reason was rage at a govern-
ing class that has looted the state since
the end of the 1975-1990 civil war.

Put another way, 70 per cent of the
assets of a bloated banking system
were lent to an insolvent and klepto-
cratic state, which last month
defaulted on its foreign debt. It seems
astonishing it was able to defy gravity
for so long. But it is explicable in terms
of BdL policies. The central bank’s gov-
ernor since 1993, Riad Salameh, con-
tinued to attract dollars from Leba-
non’s diaspora and around the Middle
East by offering ruinously high
exchange rates. He called this “finan-
cial engineering”. Some economists,
including former central bankers,
called it a Ponzi scheme.

Depositors in Lebanese banks, where
70 per cent of deposits were in dollars,
are being denied access to their savings.
They were rationed to withdrawing
about $500 a month. That practically
ceased with the providential excuse of
bank closures because of the Covid-19
emergency. Billions were transferred

abroad by the political and business
elite before the crisis took hold, bank-
ers say. Bank withdrawals or credit
card payments are priced at the official
rate of 1,507 Lebanese pounds to the
dollar, which was last week worth an
average 3,700in the parallel market.
This divergence is fuelling inflation.
Unrest is resuming, despite the virus
lockdown. The government, selected
by the same old sectarian power bro-
kers but which includes talented tech-
nocrats, has been edging closer to the
IMF since February, while waiting for
its political overlords to conclude there
is no alternative. Even Hizbollah, the
Iran-backed Shia politico-military
movement that acts as a state-above-
the-state and — with its Christian, Shia
and Sunni allies — has a parliamentary
majority, seems to have realised only
the IMF could unlock the finance Leba-
nonneedsto survive and rebuild.
Three previous French-led bailouts
contained essentially the same to-do
list of reforms that never happened.
The last, $11bn soft-loan package
agreed in Paris in 2018 remains locked
up for the same reason, while the Sau-
di-led Sunni powers now refuse to sup-
portwhat they see as an Iranian proxy.
There is no alternative. The govern-
ment’s latest rescue plan, approved late
last week, understates Lebanon’s
external financing needs, even allow-
ing for debt restructuring. It also
dodges to what extent it will “bail in”
bank depositors — confiscating wealth
to recapitalise a bust system. This is
explosive. Last week’s firebombing of
banks in north Lebanonis a portent.
“By failing to tackle the core imbal-
ances of the Lebanese economy, the
scenario of no or very limited external
support [without an IMF programme]
would considerably increase the risks
of a complete collapse”, the govern-
ment’s 53-page blueprint warns. Hope-
fully its ultimate masters think so too.

The challenge of moving
workers on to the land

Replacing migrant labourers is proving trickier than expected

As strawberries, lettuces and broccoli
ripen in the spring sun, coronavirus
poses an insidious threat: that there
might not be enough people to pick
them. Amid virus lockdowns and
travel bans, UK farmers are scrambling
to fill about 70,000 seasonal picking
jobs normally done largely by migrant
workers from eastern Europe. The
solution might seem obvious: redeploy
furloughed or laid-off employees from
other sectors. The UK government’s
“Pick for Britain” recruitment drive is
redolent of wartime spirit. Unfortu-
nately, such ideas are proving difficult
toimplement in practice.

Britain is far from alone. Across
Europe, few countries today use their
own nationals to pick produce; most
rely on migrants. Until the end of May,
France is short of about 200,000 work-
ers, and Spain up to 80,000. Italy needs
250,000 in April and May. Germany
employs 300,000 over the season.

Substituting domestic labour is prov-
ing challenging. The FT reported that
as of late last week, only 150 people had
taken up jobs picking fruit and vegeta-
bles through a UK agency scheme that
had received 50,000 expressions of
interest. Some workers — especially
furloughed employees hoping to return
to work before too long — are reluctant
to take contracts that might run to
November, or balk at demands to live
for months on farms far from home.
Some applicants say they are eager to
work but receiving no offers; some sug-
gest the farming industry prefers cheap
migrant labour or has evolved a struc-
ture thatis builtaround it.

Farmers say they are being flexible,
and that some experienced workers —
who are mostly migrants — are needed
to lead teams of novices. The British
Growers Association says that along-
side national schemes some farms have
also been recruiting locally and farm-
ers believe they have, for now, enough

commitments from domestic and for-
eign workers to fulfil most of their
labour requirements. But it is unclear
whether that can be sustained through-
out the season, if furloughed workers
return to their jobs or other temporary
workers drop out.

With seasonal farm work sometimes
marred by poor working conditions
compared to modern slavery, another
danger is that farms become infection
hotspots. Temporary accommodation
such as caravans makes social distanc-
ing hard. After the Berlin government
granted exemptions to allow Roma-
nian farm labourers to fly in, Germans
were shocked by images of crowded
night buses ferrying workers to a
cramped airport departures hall.

Ensuring fresh produce can be gath-
ered in safely will require exceptional
flexibility. To maximise chances of
finding sufficient domestic staff, gov-
ernments need to allow both fur-
loughed workers and the unemployed
towork on the land without losing their
furlough pay or jobless benefits. Farm-
ers will swiftly need to adapt working
practices to accommodate larger num-
bers of less experienced and produc-
tive staff, with higher turnover rates. In
their own interest — and that of society
atlarge — they must find ways to shield
temporary worlkers from infection.

All this will push up costs, and there
are limits to how much can be passed
on to consumers. Farmers in some
countries are already eligible for small
business support schemes, but govern-
ments may have to do more. Some will
flinch from bailing out an industry that
has received billions in subsidies from
the EU’s Common Agricultural Policy.
Yet here, as elsewhere, the long-term
costs of not doing so may be higher.
Allowing crops to spoil and farms to
fold could create supply problems next
year and push up food prices — just as
economies are struggling to recover.

* FINANCIAL TIMES

Letters

Tuesday 5 May 2020

Email: |etters.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 C ints C issi T i issi ft.com

Nearly 120m children in 40 countries
(FT View, May 4) are at risk of missing
their measles and rubella shots this
year as preventive campaigns and
outbreak response are postponed due
to the Covid-19 pandemic response.
Many of these countries are in conflict

North Kivu in eastern Democratic
Republic of Congo alone — a zone
where there was a measles epidemic
less than a year ago, killing over 6,000
children in a matter of months.

This estimate says nothing of the
children who would have received their

countries, the Covid-19 preventive
measures have been applied with
violence and brutality — used as an
opportunity for cracking down on
hapless citizens who are unable to take
their infants for immunisation.

Death or even severe illness rates as

And measles is an ever present threat.
We need to have a rational approach
in poorer countries balancing the risks
of Covid-19 against those of
life-threatening issues such as poor
measles vaccination coverage, which
may leave whole cohorts of children

and the children there are almost all shots as part of the routine services in a result of the Covid-19 virus are unprotected for life.

undernourished, as are their mothers their country. Strict measures such as vanishingly small among children — Professor Debarati Guha-Sapir

— a condition that nearly guarantees lockdowns and travel restrictions have | anywhere in the world. In contrast, Centre for Research on the

death if infected by measles. Nearly a left primary care centres in many of measles ravages whole cohorts of Epidemiology of Disasters,

million of these will not be vaccinated the poorest areas vacant and outreach small children, spiking up the University of Louvain,

in the war-affected regions of turiand | services have stopped. In some mortality rate in a matter of days. Brussels, Belgium

Crisis offers chance for u BanX . Fightback against Covid-19 | EU state aid would comply
thorough aviation reform = O - | in war zones is perilous with treaty provisions

Your editorial (FT View, May 1) rightly " Gideon Rachman, in “The pandemic ‘With a major side consequence of the
argues that any rescue of the aviation :I could bring a global ceasefire” Covid-19 crisis across the EU relating to
industry should come with strict (Opinion, 27 April) is correct that the relaxation of the typically rigid
conditions attached. But that should be Covid-19's impact on conflict will be principles impeding state aid to

the beginning of a fundamental both profound and play out in companies (“EU members clash over
reshaping of the industry and the unexpected ways. state aid rules”, May 2), further
regulatory regimes that govern it, not But without peacebuilding, such contention may arise in the event that
the end of the matter. tentative gains could be swept away. member states consider exceeding

Aviation, and its policymakers and
regulators, have had a catastrophic
year. The Boeing 737 Max was
grounded worldwide; the industry’s
CO2 emissions reached a new record;
airlines collapsed, requiring taxpayers
to fund repatriation programmes; the
airports national policy statement was
ruled unlawful; and the industry has
been the primary global transmitting
wvector for the Covid-19 virus.

Each of these events is exceptionally
serious. They have had substantial
financial, environmental and health
costs. Two deeply ingrained problems
underpin and link these events. First,
the industry has ceased to take
adequate responsibility for its impacts
on society. Aviation enjoys immense
legal, fiscal, public funding and other
privileges. The past 12 months suggests
it takes these privileges for granted and
its responsibilities too lightly.

Secondly, aviation policies and
regulatory arrangements are
inadequate given the scale of the
industry’s impacts and risks involved.
This is symptomatic of a relationship
between government and the industry
that has become too cosy. The
government should prioritise its
responsibilities for regulating aviation,
not its role as the industry’s
cheerleader.

The starting point should be a
thorough review of aviation’s role in
modern society, the privileges it enjoys,
the costs it imposes, and the regulatory
mechanisms by which it is overseen.

Any review will have to strike a
balance between the benefits aviation
brings and its environmental and other
costs. That balance must be based on
an honest assessment of aviations
contribution and its impacts, not the
spin the industry routinely deploys.
The industry is no longer the engine of
economic growth and trade it likes to
pretend. Air transport accounts for less
than 0.7 per cent of UK gross domestic
product and only 0.4 per cent of jobs.
And today’s industry overwhelmingly
provides leisure, not trade, services:
over 80 per cent of UK flights are for
leisure pi

The aviation industry of the future
must think, behave and be regulated
very differently from the one that has
failed so comprehensively in 2019/20.
Charles Lloyd
Chair, Aviation Communities Forum
Tonbridge, Kent, UK
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MMT will make taxes as
well as prices unstable

Thank you for the debate between
Edward Chancellor and Stephanie
Kelton in your pages (Opinion, May 4).
It was a lively and enjoyable read.

On this topic I stand with Mr
Chancellor. I agree with all he says
about inflation but I think there are
other, more microeconomic,
arguments against modern monetary
theory, which may be at least as
important as the inflation argument
Mr Chancellor gives.

Opponents of MMT criticise what
they see as the inflationary
consequences of MMT. Advocates of
MMT often respond that if inflation
rises then taxes can be raised to control
inflation. But on whom will those taxes
fall? And how will those taxes affect the
economic activity of those groups?

will they fall on the politically
unpopular or on those that will
somehow control inflation? Will the
landing zone for taxes change with
political whim? Will taxes rise and fall
with the government’s success, or
otherwise, in controlling inflation?

Surely the resulting unpredictability
in taxation would raise the cost of
capital, reduce investment and reduce
output in any sector uncertain of its
taxation prospects. Given that
governments change stripe
periodically, that would be all sectors.

This effect in itself is enough to
dissuade me from supporting MMT,
even before the effects of inflation, the
likely reduction in productivity
following the end of any kind of
government budget constraint,
currency effects and second round
effects on borrowing rates of this soft
money policy. MMT fails, in my view
not only because it creates price
instability and inflation, but also tax
instability, to everyone’s cost.

Gareth Sutcliffe
Harpenden, Hertfordshire, UK

Even UN secretary-general Antonio
Guterres, following his call for a global
ceasefire, recognised that rhetoricisn’t
yet matched by reality.

In Yemen, the fighting is ceaseless,
while other conflicts are escalating.
Yes, we should strive for ceasefires, but
we also need to take account of two big
factors. First, peace isn't just the
absence of war. A ceasefire stops the
fighting, at least for a time. But unless
rival parties can address the root
causes of that violence, the ceasefire
won’t hold and transform into durable
peace. Second, Covid-19 seems to hit
very poor, minority and marginalised
populations hardest, targeting the very
social fractures that can drive people to
see violence as a solution.

Violence spreads like a virus, but the
remedies are also similar. Break the
chain of transmission. Seek the source
of the infection. Address those root
causes. Bring people together to work
towards a solution.

Peacebuilding is key to not only
ensuring that Mr Guterres’ global
ceasefire takes but also any effective
fightback against Covid-19 in fragile
and conflict-affected states.

Michael Young
CEO, International Alert,
London SW9, UK

New Zealand has charms,
but what about Greece?

Locked down staff eager for a new
Eden need not go as far as Simon Kuper
suggests in his article ‘s this New
Zealand’s moment?’ (FT Magazine,
May 2).

As Covid-19 mothballs our global
talent hubs, mobile entrepreneurs in
search of new business bolt-holes could
whisk their staff to that multilingual
cosmopolis, Greece, whose island
nations are every bit as beautiful and
far less remote.

Not only are they infection free, rich
in high value talent and on the same
wavelength and time zones as our own,
they are also spiritual homes to a high
value diaspora looking for a reason to
return.

New Zealand has its charms, but
when the world is upside down, as Mr
Kuper notes, it’s best to see things from
the inside out.

Nick Hadjinikos
Kallinos Communications,
London TW10, UK

even the more liberal parameters of the
temporary framework document for
such aid approved by the commission.

A coronavirus crisis reaction
rationale would grant carte blanche to
member states in this area due to the
particular wording of Article 107 of the
consolidated version of the Treaty of
the Functioning of the European Union
(as fortified under the Lisbon treaty)
which indicates that state aid can be
compatible with the internal market if
executed “to make good the damage
caused by natural disasters or
exceptional occurrences”, or also “to
remedy a serious disturbance in the
economy of a member state”.

It is nearly impossible to argue that
wide-reaching, extensive state aid
relief programmes of an
unprecedented scale could not now be
applied as they would be compatible
with the letter and the spirit of the
above treaty provisions. It may be
deemed reasonable to argue that an
unchecked suspension of state aid rules
could be allowable under the treaty
wording until at least next year and
perhaps even beyond into 2022.

John Kennedy
Dun Laoghaire-Rathdown County Council,
Dun Laoghaire, Ireland

One politician’s choice of
wall art tells a story

In “Zoom with a view” (FT Weekend,
May 2), your writer Sebastian Payne
alluded to “generic geometric
paintings” showing over MP Ed Davey’s
shoulder. Didn't he recognise them as
copies of Paul Klee, the Bauhaus artist
who the FT deliciously informed
readers in 2012 was obsessed with
innards and “favoured risotto with
steamed calf’s heart, sour liver and
lung ragout”?

Lucy Brandes

Leiston, Suffolk, UK

Correction

o The German constitutional court
postponed aruling on the legality of the
European Central Bank’s quantitative
easing programme before the ECBs
pandemic emergency purchase
programme was announced. Wolfgang
Miinchau’s column on May 4
incorrectly stated the German court
delayed the case toinclude the PEPP.

When the courts
are standing
between us and
decent haircuts

Chicago
Notebook

by Patti Waldmeir

Like everyone on Earth, Americans
are making up the rules of the
coronavirus era as we go along. But
because we are Americans, we want
courts to write the rules.

Should police be told whether I am
Covid-19 positive, before they respond
to my emergency call (or don’t)? A
judge in Cook County, lllinois, where I
live, ruled on Friday that they cannot
be given the information, but the
battle may go on.

Will my kids go back to college in
the autumn? That could well depend
on how much their universities fear
being sued if returning students fall ill
from the virus. Will T be refunded
some of the $100,000 a year that I
spend on their education, since they
were sent home midterm? There’s a
lawsuit for that one too. And the state
of Missouri is even suing China, on the
grounds that it started the pandemic.
Can I use that technique to get Beijing
to refund the cost of my coronavirus-
cancelled summer holiday? Don’t
count on it.

The local response to the pandemic
itself is in court: an Illinois Republican
lawmaker is suing to lift governor JB
Pritzker’s stay-at-home order, one of
the strictest in the US, on the grounds
that the Democratic governor abused
his powers by extending it to May 30.
A judge in rural southern 1llinois has
already ruled against Mr Pritzker, but
the decision only applies to the state
lawmaker who brought that case: he
can go out, but the rest of us must stay
at home. A new lawsuit theoretically
applies to everyone in Illinois; the

governor has said lives will be lost if
the order is lifted too soon.

So courts could be making some of
the biggest decisions in my life in
coming weeks — like when I cangeta
haircut. My girls managed to shave
my head with shears we bought online
last week, but I'm eager to take that
botch job to the professionals as soon
as possible.

‘Why is the law involved with my
brush cut? Mimi Johnson is a make-up
artist in Georgia, one of the first US
states to allow beauty salons to
reopen, but she says fear of lawyers is
keeping her business near Atlanta,
The Glamatory, closed anyway.

“I can wear a mask but my client
can’t wear a mask and I'm right there
in their face,” she says. “They could
sue me claiming they got coronavirus
at my salon. And though it might be
hard for a plaintiff to prove that, you
still have to go to court to defend
yourself . . . and that would cost
money.”

US legal experts say it’s too soon to
Imow how widespread such litigation
could be: plaintiffs will struggle to
prove causation at a time when so
little is kmown about how coronavirus
infects its victims. There could be
millions of potential litigants — more
than in any mass injury situation,
such as the 9/11 terrorist attacks, the
BF oil spill, or even decades of
asbestos litigation. The results depend
on how many people are killed or
injured by the pandemic — and
whether businesses are granted
protection from coronavirus lawsuits.

Victor Schwartz, a veteran
campaigner for US tort, or personal
injury law reform, says “it’s only a
matter of time until we see those trial
lawyer advertisements on TV, ‘have
you or a loved one been harmed by
coronavirus?” But Anthony Sebok, an
expert on tort law at New York’s
Cardozo school of law, says: “I don’t
see this as a looming tsunami of
liability. There’s a big difference
between saying hypothetically
speaking that a tort claim can be
brought and finding a lawyer who will
invest their time and energy in a suit.”

US president Donald Trump and top
Republicans want to shield businesses
from coronavirus liability. But Liz
Coyle, from consumer watchdog
Georgia Watch, says: “If ever there
was a time when you should not waive
liability, it seems to me that it’s now.”

Mr Sebok says there could be some
kind of “victim compensation fund”,
much as one was set up after 9/11,
which would pay out to victims who
waive lawsuits. Or the rules of
litigation could be changed, toseta
higher bar to such suits or limit
damages. But that would require
Congress to force Covid-19 suits into
federal courts rather than state courts,
where they normally are heard.

Either way, we'll have to make up
the legal rules of this crisis as we go
along, and fast. Or I may be stuck with
my brush cut and Ms Johnson may not
be doing any eyelash extensions for a
long time to come.

pattiwaldmeir@ft.com
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Businesses can never go back to the way things were

Michael
Moritz

udging by the number of self-
administered haircuts visible
on Zoom calls these days, hair-
dressers have nothing to fear
about their long-term pros-
pects once the devastating disruption to
their business ends. The sameis not true
for many other businesses, as Covid-19
reshapes the contours of our lives.

The plague sweeping the world has
turbocharged the growth of the internet
and catapulted us into the future. Inthe
space of March 2020, many businesses
fast-forwarded to 2025. For some this
meant a surge in activity, but for a vast
number doomsday has come early.

Almost all the companies whose for-
tunes have been lifted by the pandemic
conductall, or a big part, of their busi-
ness over the internet. Many also pro-
vide services to the home. The manage-

ment of the online restaurant and gro-
cery delivery companies cannot add
capacity quickly enough; the purveyors
of online exercise equipment have
brought puddles of sweat to many more
basements and attics; video streaming
services and ucers of podcasts have
scrambled to add bandwidth.

Covid-19 has also boosted the for-
tunes of companies providing remote
medical diagnosis and home therapies.
Educational institutions ranging from
elementary schools to the world’s lead-
ing universities have taken their lessons
from the classroom and lecture hall to
the bedroom and kitchen table. Large
financial institutions have permitted
their brokers to do the unthinkable:
conduct trades from home. Software
and hardware companies are scram-
bling to shield home workers from
cyber attacks as a fresh crop of security
companies are monitoring suspicious
activity in deserted worlcplaces.

For others Covid-19 has accelerated
the day of reckoning. Mall operators
and department store owners have seen
a preview of what their future was

already going to look like. Many small
restaurants and corner stores will never
reopen because “cloud kitchens” or the
24-hour pharmacy will have taken their
places. Gym operators may find that cli-
ents accustomed to exercising at home
may not attend as frequently.

After the air corridors slowly reopen,
business travel and entertainment will
be severely dented. People who had

The global plague has
turbocharged the growth
of the internet, catapulting
us into the future

been accustomed to flitting back and
forth to China six times a year might cut
their number of trips in half and depend
more heavily on video calls. The gruel-
ling multi-city roadshows that are part
of stock offerings are probably a vestige
of the past.

Managers are likely to question the
value of compelling teams to convene in

one place. Those who doubt whether
video calls can ever replace the benefits
of personal meetings should remember
that the defenders of voicemail once
said that email could never capture the
tones, inflections and spirit of an
answering-machine message. As a
result airlines and hotels will suffer for
longer than anticipated and thousands
of commercial aircraft will be dumped
at fire-sale prices or sold for parts.

Bosses will also be far more willing to
embrace the idea that their teams don’t
have to appear in an office just to dem-
onstratethey are working. Millions have
discovered the productivity boost
gained from fewer social interruptions
more than compensates for the loss of
companijonship. This doesn't portend
the end of offices, but it probably means
a future in which managers are more
willing to let their employees spend
some time working from home. It’s easy
to see how this could lead to a perma-
nent crimp in the demand for commer-
cial office space.

As for the recovery, the west is ata
disadvantage to China where the

response to Covid-19 has been more
effective than the uncoordinated and
tragically belated firefights conducted
inthe US and elsewhere.

It will take longer for western con-
sumers, with savings rates far below
their Chinese counterparts, to regain
confidence. An entire generation is now
being given a taste of what their grand-
parents experienced during the Depres-
sion. Inaddition, Beljing islikely to take
further steps to boost domestic con-
sumption at a time when export mar-
kets remain shaky because of Covid-19,
the trade war and its decision to nurture
more homegrown technology.

For business and political leaders
Covid-19 conveys two other lessons.

First, their organisations can move
more quickly than they ever thought
possible. Second, those who played
down the warnings of the plague have
now received a taste of what it will be
like if they continue to ignore scientists’
warnings about a far greater scourge to
humanity:climate change.

The writer is apartner at Sequoia Capital

A dangerous
blame game
will do no good

GLOBAL AFFAIRS &

Gideon
Rachman

uture historians might record

that the Covid-19 pandemic

marked the start of a new cold

war between China and the

US. Even before coronavirus
emerged, tensions between Washington
and Beijing were rising. China had chal-
lenged American power in the Pacific,
by building a chain of military bases
across the South China Sea. In the US,
the Trump administration had initiated
atrade war.

Now as the pandemic wreaks havoc
on the world economy, with more than
one-quarter of the world’s fatalities in
America, Donald Trump is increasingly
turning on China. The US president has
endorsed the idea that the coronavirus
originated in the Institute of Virology in
Wiuthan. He has also speculated that it
might have been deliberately mamufac-
tured — an idea his own intelligence
agencies have explicitly repudiated. The
White House is also reported to be inter-
ested in trying to nullify the legal doc-
trine of “sovereign immunity”, which
protects China from being sued for dam-
agesinUS courts.

China has also contributed mightily to
the rise in tensions. A Chinese foreign
ministry spokesman, Zhao Lijian, has

floated the evidence-free idea that coro-
navirus might have originated in the US.
Betjing has also responded with unrea-
sonable aggression to calls for an inter-
national inquiry into what is now a glo-
baldisaster. When the Australian prime
minister, Scott Morrison, called for such
an inquiry, the Chinese ambassador
there raised the idea that his country’s
consumers might boycott Australian
goodsinretaliation.

Chinese officials seem to be under
instructions to try to extend their own
censorship regime to the foreign media
and even foreign governments, policing
what canbesaid, and threatening retali-
ation against those who fail to comply.

The Chinese ambassador in France
has attacked the “malevolence” of the
French media and crowed that people in
the west are losing faith in democracy.
Outspoken nationalists — such as Mr
Zhao, the foreign ministry spokesman —
have been rewarded with promotions.
But these efforts are counter-productive
and are fostering the anti-Chinese senti-
ment they claim to be repressing.

If Beijing took a more subtle approach
to the protection of China's image, it
would agree to an international inquiry
into the origins of the virus. Such an
investigation — if it was staffed by
respected scientists from all over the
world, including China and the US —
would help to defuse some of the wild,
and often contradictory, conspiracy
theories circulating in both countries.
Above all, anindependentinquiry could
provide valuable lessons to avert the
next pandemic.

Of course, Beijing is highly unlikely to
accept any such inquiry. Agreeingto let
foreigners investigate events in China
would be portrayed as a humiliation by
nationalists. The Chinese government is
also ruthless in protecting the image of
both the Communist party and Presi-
dent Xi Jinping. An honest account of
the early stages of the pandemic — and
the intimidation of doctors who tried to
raise the alarm — would embarrass the
party. It might also be true that China
has other damaging secretsto conceal.

China also has legitimate reasons to
doubt the good faith of Mr Trump, who
has consistently dabbled in conspiracy
theories and repeated “fake news” while
claiming to denounce it. This behaviour
islikely to get even worse as the Novem-
ber US presidential election

An independent inquiry
into the origins of Covid-19
could provide lessons to
avert another pandemic

approaches. However if China were to
accept calls for an international inquiry,
it would not be Mr Trump who drew up
the terms of reference. Other parties,
including the UN and the EU (whose
commission president has also called
for an inquiry) could help to ensure the
objectivity of the process.

Do I expect any such inquiry to hap-
pen? Not really. Butin the absence of an
independent investigation, the blame
game between the US and China is likely
to escalate and become more danger-
ous.

Even before the pandemic, there was
a strong case for the west to toughen its
line with china on a range of issues,
from Taiwan and Hong Kong, to invest-
ment in strategicindustries. But the risk
now is that a reasoned and principled
reset of relations with China will slide
into something more dangerous.

There is an undeniable element of
xenophobia in some of the China-bash-
ing that is going on in the west, which
hasled to a spate of verbal and physical
attacks on Asian-Americans in the US.
Senior American politicians, such as
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Republican senator Tom Cotton, are
campaigning to stop Chinese students
enrolling in technical courses such as
artificial intelligence and quantum
computing in US universities. There are
even some hotheads in Washington who
are calling for the US to renege on debt
owed to China.

In China meanwhile, the nationalist
twist that was given to the school curric-
ulum 30 years ago, after the Tiananmen
Square massacre, has raised an often-
angry generation, quick to take offence
at alleged slights by foreigners and eager
to demonstrate Chinese power. Those
sentiments are nurtured by a govern-
ment that wants to deflect discontent
away from the Communist party itself.

Atworst, all these angry emotions on
both sides willlead notjust to a cold war,
butto a hot one: a real, armed conflict.
Both the US and china need to move off
that dangerous path. The first step
would be to agree to an independent
international inquiry into the origins of
Covid-19.

gideon.rachman@ft.com

Churchills lessons for a Johnson-led programme of social reform

Gavin
Kelly

t was inevitable, perhaps, that the
UK’s response to the coronavirus
pandemic would result in regular
rhetorical nods to the nation’s fore-
most crisis leader. Boris Johnson, a
biographer of Winston Churchill, was
always going to succumb. But so, too,
have lesser-kmown politicians straining
to rise tothe demands ofthe moment.
Some may mock, buta better reaction
would beto insist that if the nation’s fate
isto turn to Churchill we should, atleast,
draw the right lesson. He has more to
offer than “blood, toil, tears and sweat”.
When a proper reckoning with the
pandemic experience takes place, it will
surely feature a chapter on what has
been exposed about the precarious
working conditions of many of those
who have kept the UK in one piece. Half
of frontline care workers are paid less
than the real living wage and insecure
zero-hours contracts are rife. Delivery

drivers are regularly forced into self-
employment, missing out on sick payor
the minimum wage. Typical pay across
the nation’s food supply chain stood at
£8.59 per hour last year. None of this is
new, but heightened awareness of our
dependence on these workers casts
theirplightin a fresh light.

Building new solutions often involves
drawing inspiration from the old. Thisis
where Churchill — in his early, social-
reformer phase — might help us. During
the Asquith government he saw glaring
social injustice in the world of work and,
as president of the Board of Trade,
decided to act. He was unperturbed by
the fact that tackling atrocious labour
conditions collided with washed-up Vic-
torian notions of a minimalist state.
Those, Churchill realised, were already
circling the drain of history.

“It is a serious national evil,” he thun-
dered, “that any class of His Majesty’s
subjects should receive less than a living
wage.” Where there is an extreme imbal-
ance of power — strong employers, vul-
nerable workers, no unions — Churchill
argued “the operation of supply and
demand” could result in the “progres-
sive degeneration” of labour standards.

The 1909 Trade Boards Act that
followed created wage boards of
employers, workers and independents
charged with improving conditions in
four problem industries. The reforms
gathered momentum and, in the wake
of both world wars, the scope and pow-
ers of Churchill’s boards were greatly
expanded. They became an established
pillar of the mid-20th century social

More dignity at work for
some might mean
higher prices, or
lower dividends, for others

contract and covered a quarter of the
worldorce.

But Churchill’s creations were mar-
ginalised by Labour and the unions in
the1970s, attacked by the Thatcher gov-
ernment in the 1980s, and finally laid to
restunder John Major in the 1990s.

Away from Westminster, there are
now stirrings of interest in reviving this
approach. The Welsh government is
looking at establishing sectoral bodies

to raise conditions, starting with social
care. In Scotland, the Fair Work Conven-
tion, which advises government, is well
placed to flesh out nascent sectoral
deals. In Northern Ireland, the recent
cross-party agreement that restored
Stormont committed to acting on work
insecurity such as zero-hour contracts.
This may run counter to recent UK
policy. But it reflects the trajectory of
Anglo-Saxon economies in New Zealand
and Australia, where flexible labour
markets are combined with sectoral
bodies that regulate labour standards.
Any move in this direction would
need to do more than dust down
Churchill’s early 20th-century inven-
tions. Whether it is policing the fuzzy
boundaries of self-employment, accred-
iting new forms of training or counter-
ing the impact on workers of the grow-
ing monopsony power of online plat-
forms, there is a 21st-century hole to fill.
None of this is to suggest that institu-
tions can magic away inevitable trade-
offs. More dignity at work for some
might mean higher prices, orlower divi-
dends, for others — though changes
could also make it worthwhile for
employers to retain and train their

workforce. Different social arrange-
ments create winners and losers. The
experience of this crisis, if nothing else,
has laid bare who has been losing out
under the status quo.

Therewould, of course, be opposition.
Employers’ groups would instinctively
recoil and many in Mr Johnson's party
would be appalled. Churchill swept
away such concerns and, today, Mr
Johnson could do the same. He is, after
all, a leader with political capital to
spend. The state is propping up much of
the business community and under-
writing the national wage bill, even as
the prime minister is delivering the
prize of Brexit to his backbenchers.

Britain would reveal itself as a coun-
try desperately lacking social ambition
if, as employment recovers, it deems a
willingness to experiment with meas-
ures to raise working conditions too
much to aim for. Mr Johnson should be a
true Churchillian and change the rules
of the game to benefit the nation’s over-
looked workers. Winning the peace, as
he might putit, demands nothing less.

The writer is chair of the Resolution
Foundation and Living Wage Commission

Philanthropy
can plug the
sclence research

funding gap

Alice
Gast

cademics at Imperial Col-

lege in London are in the

vortex of the global corona-

virus storm. Epidemiolo-

gists led by Neil Ferguson
have been central to the scientific
response to the pandemic, advising gov-
ernments around the world. Prof Fergu-
son’s team were among the first to raise
the alarm as evidence emerged of a star-
tlingly contagious and deadly new virus
in Hubei province. Financial support,
most notably from the UK’s Medical
Research Council and global philan-
thropists like Community Jameel, ena-
bled them to work quickly and openly
from those first early weels, with timely
reports made available to the public in
multiplelanguages.

Over the past few years, Robin Shat-
tock and his team of Imperial virologists
have beensteadily advancing a new con-
cept in vaccine technology: a self-ampli-
fying RNA vaccine. When Covid-19
emerged, they swiftly obtained its
genetic code from China and, within 14
days, had a candidate vaccine to test on
animals and prepare for human trials.
This record speed was possible thanks
to some generous and flexible funding
from philanthropists.

Prof shattock spent days of precious
labtime applying, lobbying and cajoling
for fundingto move hisvaccine forward.
Fortunately, donors stepped up to
bridge the funding gap before the UK
government contributed a further
£22.5m last month to take the vaccine
through phase I1 trials.

Even now, with this significant

This crisis demands rapidly
deployed support to find
the new, the risky and
the visionary

government investment, philanthro-
pists can make a crucial difference. If
Prof Shattock’s team can run parallel
trials overseas, they will get faster
results, receive swifter approval from
regulators and be able to expand manu-
facturing worldwide.

The coronavirus crisis has shown us
the importance of sustainably funded
scientific research. Most of this funding
must carry on over the long term.
Endowed chairs and programmes pro-
vide supportin perpetuity. Government
investment is critical and taxpayers the
world over should be very proud of their
contributions to this societal good. But
the new technologies and therapies that
emerge today are only possible due to
long-term, carefully and continuously
supported research. And seizing those
opportunities is only possible with phil-
anthropicsupport that is flexible, can be
rapidly deployed, and can support the
new, therisky and the visionary.

In a crisis, you also need flexibility
and lateral thinking. Philanthropists
offer just that when every day of lab
timematters. They can unlock multiple,
sometimes radical approaches, tolerat-
ing failures along the way. Hundreds of
donors to our Covid-19 Response Fund
are enabling rapid, rolling distribution
of grants to high-potential research,
including a low-cost open source venti-
lator and a lab-free coronavirus test that
produces results in aboutan hour.

A few months ago, the night before we
launched the Jameel Institute for Emer-
gency and Disease Analytics at Impe-
rial’s School of Public Health, leaders of
another academic group supported by
Community Jameel, this one in Massa-
chusetts — the Jameel Poverty Action
Lab, J-PAL, at MIT — were announced as
the winners of the Nobel Prize in eco-
nomics. It was appropriate recognition
of the impact that J-PAL had already
had on reducing poverty for millions of
people around the world. It was also a
fitting tribute to Mohammed Jameel, a
philanthropist who supports academic
projects that could not otherwise have
thrived any otherway.

Through this pandemic, we've shifted
our ways of teaching, and our ways of
working. One thing remains unchanged:
generous people are more important to
the scientific effort than ever. Further
growth in philanthropy, with support
offered in perpetuity, with built-in flexi-
bility and tolerance of risk, will help sci-
entists prepare for the next major
threat. In the uncertain world ahead, we
willneed these funders.

The writer is president of Imperial College
London
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Telefonica/Liberty:
rainy day dealmaking

Merging with a UK mobile network
could yield “interesting” synergies of
up to €700m a year, Liberty Global
boss Mike Fries said in September. Yet
that was not enough for him to pursue
a deal. Fast forward seven months and
Mr Fries is doing just that with
Telefénica’s 02. So what changed?

Not the potential cost cuts. Suppose
that combining Liberty’s UK mobile
network Virgin Media with 02
unlocked annual savings as high as
€700m. About €200m of that would
come from migrating customers of
Virgin Media, a virtual operator that
piggybacks on other providers’
networks, off Vodafone and on to 02.

The savings would represent just
5 per cent of the combined units’ sales;
taxed and capitalised they are worth
about €5bn. A further boost could
come from Virgin Media tax losses,
helping cover any cash outlay by 02.

Antitrust issues have hardly
dissipated. The latest tie-up would
create a company controlling roughly
one-third of the UK market by
telecoms services revenues.
Competition authorities nixed
Telefénica’s bid to sell 02 to CK
Hutchison's Three for £10.3bn in 2016,
although BT’s £12.5bn purchase of EE
got the nod.

The big change since last year is an
external one. The coronavirus
pandemic has put the stress — literally
— on balance sheets. Telefonica’s is not
pretty. It was sitting on €37.7bn of net
debt at the end of 2019, or 3.5 times
ebitda on S&P Global numbers.
Suppose the deal is structured as some
form of leveraged joint venture, with a
cash top-up from Liberty, supplier of
the weaker assets. There could then be
a release of funds to Telefdnica.
Jefferies estimates that this could weigh
in at €10.4bn.

As Mr Fries’s comments underline, a
deal involving 02 and Virgin Media has
long been on the cards. Recasting it as a
50/50 joint venture is a classic rainy-
day compromise. It allows Telefonica
to clear some cash while sparing egos
that might be knocked out of joint by a
straight takeover or merger.

1f the two parties were lucky, the
structure could even help assuage the
concerns of trust busters. Virgin
Mobile’s long-suffering customers

might see a service improvement. But
cost cuts are always easier to
guesstimate than to realise. At a time
when savings should be made anyway,
it is harder to use them as the
justification for a deal.

Norwegian Air:
taking a flyer

‘Warren Buffett may have turned
bearish on airlines, but the lenders and
lessors of Norwegian Air are hoping he
is wrong. A debt-for-equity swap will
leave them as big shareholders in the
low-cost, long-haul pioneer. Averting
imminent bankruptcy sent shares up
to 45 per cent higher yesterday.

The chosen flight path — and the
willingness of investors to support it —
illustrates the scale of the challenge
faced by airlines globally. There are
plenty more restructurings stacked for
landing after this one.

Norwegian was struggling with a high
debt load even before coronavirus
grounded flights. Now creditors,
including aircraft lessors, will take
equity position in lieu of about
NKr10bn ($965m) of liabilities. That
will give it almost double the 8 per cent
equity-to-debt ratio needed to qualify
for NKr3bn of state loan guarantees.

Lessors typically want to own aircraft
without a side order of equity in an
unprofitable airline. But with
Norwegian close to collapse, they had
little alternative. Bondholders were
also compelled to accept the deal.
Collateral for borrowings are
Norwegian's slots at Gatwick airport.

Prior shareholders will end up with
just 5 per cent of the company as
creditors assume ownership. Further
dilution is possible for those unwilling
to participate in a planned NKr400m
rights issue, another precondition for
state-backed underwriting.

After the restructuring, Norwegian
will have NKr3bn in liquidity. All but
200 staff have been laid off and a
payment holiday on bonds until next
year is in place. Lessors may absorb
extra losses of their own via payments
conditional on aircraft use — a so-
called “power by the hour”
arrangement — until July 2021.

Norwegian thinks it will have enough
funding to last six months from this
July under its own worst-case scenario.
Mr Buffett bailed out of airlines since

S&P 500 resilience: weakened by coronavirus

Lex analysis shows that a hit fo earnings from the pandemic leaves one-third of the S&P's non-financial
constituents weak or vulnerable. The stock sell-off has discounted leveraged businesses more heavily than

those with strong finances. New overlays of debt will slow economic recovery.

Weakened by infection
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If you can refinance Boeing, you can
refinance most businesses. The US
aircraft group came bottom of a Lex
resilience screening of the S&P 500,
before and after stress-testing.

Its liabilities are heavy, as is the
impact of coronavirus on its sales
outlook. But aided by its strong
brand and duopoly status with
Airbus, it sold $25bn of investment-
grade bonds last week.

Analysis of the US index repeats
our finding for the UK’s FTSE 350:
the cohort classed as “weak” or
“yulnerable” doubles in size when
annual earnings are discounted by a
quarter to allow for the pandemic.

Our conclusion holds good too —as
illustrated by the Boeing bond deal
and federal support for American

he believes traffic will take years to
recover to pre-crisis levels. It is a bad
omen for participants in this rescue.

Intel:
Moovit or lose it

Not satisfied with the recent uplift in
chip sales, Intel appears to be topping
up its expensive bet on self-driving.
The semiconductor giant is reportedly
interested in Israeli public transport
app Moovit. This would sit comfortably
with its 2017 acquisition of autonomous
wvehicle sensor company Mobileye.

A group hampered by its dependence
on immobile PCs is yearning for greater
freedom of movement itself. Moovit's
estimated annual revenues of $30m
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Airlines. Huge slack in the financial
system means a series of big

bankruptcies is unlikely. Instead, debt
workouts will slow economic recovery.
A higher proportion of S&P 500
groups are weak or vulnerable after
stress-testing, at about 33 per
cent compared with 26 per cent in the
FTSE 350. America has a stronger
economy but higher debt. Lex’s simple
check gave each non-financial S&P
stock a rating of 0-5 reflecting four
metrics, such as net borrowings to
ebitda and the quick ratio — cash and
equivalents divided by liabilities.
Before stress-testing, the vulnerable
category was dominated by power
utilities. Given quasi-public backing
and an essential product, they are in
little danger. Coty, an incomer, looks

would have little impact on Intel’s
near-$74bn in forecast sales this year.
The app has 800m users — up sixfold
in less than two years — but it is data
that Intel is likely to be interested in.

Processing traffic data while driving
is a challenge for autonomous vehicles.
Moovit collects information from 7,500
public transit operators around the
world. Plugging this into Mobileye’s
advanced driver assistance system
could help to create real-time maps.

A decline in Intel’s personal
computing business and competition

from AMD creates pressure to diversify.

Pandemic homeworking bumped up
PC sales 14 per cent in the first quarter.
But Gartner predicts PC shipments will
fall for the next three years.

Intel is willing to pay steeply for a
new direction. It purchased Mobileye

Financial resilience scores
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genuinely vulnerable. Americans are
hardly putting on make-up, so
prospects for the leveraged cosmetics
company look dim. Big businesses
whose transition to “weak” status
stands out include AT&T, Ford,
McDonald’s, concerts group Live
Nation and DIY retailer Lowe’s.

Caveats apply to the forecast of
cataclysm averted. First, there will be
some big collapses. Second, short or
patchy lockdowns across the Us
heighten risks of a second epidemic.

That might be good for Campbell’s
Soup, ranked as weak before Covid-
19. Panic-buying of familiar brands
has bolstered it. Despite having a
credit rating of BBB-, the lowest
investment-grade notch, bonds due
in 2028 yield a paltry 2.1 per cent.

for $15bn at an implied price to
revenue multiple of 40 times. Ata
mooted price of $1bn, Moovit's
multiple would be about 33 times.
After consecutive quarters of
downbeat sales, the first three months
of 2020 showed a recovery in chips.
Free cash flow rose 76 per cent year on
year to $2.9bn. It has warned that the
second half of 2020 could be dicey and
has suspended buybacks. But there is
reason to think the pandemic will
continue to push activity online.
Combining two mobility tech groups
is logical only if the initial diversification
made sense. Autonomous vehicle
accidents and nervous regulators mean
proof of that may be decades away. The
deal more reliably shows that Intel still
seeks a task as compelling as making
chips for the tech revolution’s first wave.

J Crew:
abandon ship

The litany of retailers bought and
wrecked by private equity owners has
gained a new name. ] Crew, purveyor of
preppy fashion, filed for bankruptcy
yesterday. In the end, the holes inits
balance sheet proved too big to mend.

With $1.68bn of total debt, a legacy
in part of a 2010 $3bn leveraged
buyout by TPG and Leonard Green &
Partners, US-based ] Crew was ailing
before the virus forced the closure of its
near-500 stores. Creative mis-steps,
competition from fast fashion and
online retailers have all been blamed
for the company’s sales challenges. But
that is only part of the story.

] Crew was actually profitable on an
operating level. A rise in sales and gross
margins helped the retailer to an
operating profit of $71.5m last year. It
ended up in the red only after paying
out $146.7m in interest expenses. The
heavy debt load crippled the business.

An TPO of Madewell, ] Crew’s
younger and faster-growing brand,
would have thrown the company a
much-needed lifeline. Proceeds from
an IPO could have been used to reduce
borrowings. But that plan was scrapped
in March as the stock market fell and
the US economy nosedived.

J Crew avoided bankruptcy in 2017.
Lenders are in a less forgiving mood
this time around. Under the latest
agreement stitched together, about
$1.65bn of ] Crew debt will convert into
equity. TPG and Leonard Green &
Partners stand to see their existing
stakes all but wiped out.

Fairway, Toys R Us, Gymboree and
Payless ShoeSource are among the
other private equity-backed retailers
that have filed for bankruptcy in recent
years. ] Crew is unlikely to be the last.

Neiman Marcus, the upmarket
department-store operator owned by
Ares Management and the Canada
Pension Plan Investment Board, has
missed debt payments and is
reportedly preparing a filing.

Finance-driven capitalism is
supposed to make economies more
dynamic. The wave of retail
bankruptcies tells a different story.

Lex on the web
For notes on today’s breaking
stories go to www.fr.com/lex
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Today's temperatures  Maximum for day °C & °F

Amsterdam _ Sun 13 55 | Madrid Sun 25 77

Athens un 24 75 ( Mania Sun 37 99

Atlanta Thunder 31 88 | Melbourne  Fair 19 66

Beijing un 2679 | Mexico City _ Fair 28 82

Belgrads hower 22 72 | Miami Fair 31 88

Berlin Showsr 12 54  Montreal Cloudy 11 52

Bermuda Sun 23 73 | Moscow Thunder 21 70

Eogota Rain 20 68 [ Mumbal Sun 34 93

Brussals Sun 15 58 | Nassau Sun 30 86

Buenos Aires _Fair 15 58 | New York Sun 17 63

Caracas Shower 31 BB | Nice Fair 19 66

Chicago Rain__ 10 50| Oslo Sun___ 14 57
Copenhagen Fair 12 54| Paris Rain 17 63

Dallas Sun 27 81| Prague Sun 1u 52

Delhi Sun 35 95 | Reykjavik Drizzle 48

Doha Sun 35 85| Ria Sun 30 36

Dubsai un 35 95| Rome Sun 22 7z

Dublin un 13 55| San Francisco Sun 21 70

Edinburgh un 14 57 oul Fair 21 70

Frankfurt un 16 61| Shanghai Cloudy 22 72

Geneva Thunder 20 68 | Singapore Thunder 32 80

Hamburg Sun 14 57 | Stockholm Fair 4 57
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Lisbon Fair 21 70| Vienna Fair 17 &3
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Wind speed Los Angeles  Sun 31 38 | Washi Rain 14 57
i & inMPH Luxembourg Sun 15 59 | Zurich Rain 13 55
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hear Mersey beat (&)
given to everyone (7)
best (7}

12 Follow lawsuit involving
hospital (5)

door (9)

splotchy green (12)
18 Tender lines by Frost, say,
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one, misrepresented (9)
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1o succeed (7)
26 Fording Welsh river, came

across an old firearm (6)
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DOWN
1 Plum variety (&)
2 Room in shelter on course
noon, before snack (9)

no trouble (3,2,14,4)

1 Enormous deficiency in fossil
5 Starts to realise he's yet to
10 Protective garment in the past

M Plump single mother could be

13 Happy hour binge in one next

14 Infant school class painting in

something read to a child?
21 Large market town, a Welsh
23 Winds back cylindrical device
24 ﬁ?}nlh round Connecticut -

25 Someone having the potential
27 Traitor’s act shown on film (8)

3 Drink Japanese drink, around

4 Part of what is expected, and

& Problem struck church (5)

7 That worm agitated pig (8)

8 Film politician almost
embracing artist close to
breakdown (&)

9 Sanctimonious author in hotel,
getting drunk after hours
(6-4-4)

15 US prosecutor up, calling for
confession (9)

16 Grub in new Norwich motel's
original (8)

17 Talks foolishly about the
Spanish members of the
clergy (8)

in 19 Hat wife discarded, plus old
jacket (6)

20 Cupboard shut by last in
basement (6)

22 Poet’s black fur (5)
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Wherever you are in the world and however you
get your news, you can rely on the FT fo bring you
expert coverage of how the pandemic is affecting
the markets, business and our daily lives.

Alongside our must-read analysis, opinion and visual
stories, you also can stay up to date with insightful
podcasts such as The Rachman Review and our
regular coronavirus email newsletter briefing.

Read more at fi.com/coronavirusfree




