
LONDON: Britain’s new finance chief Jeremy Hunt
on Monday axed debt-fuelled tax cuts to further
calm market turmoil, in another major government
U-turn that appears to leave Liz Truss’s position as
prime minister in a precarious state. Hunt estimated
that the tax changes would raise about £32 billion
($36 billion) per year, after economists estimated the
government faced a £60-billion black hole in the
public finances. He also warned of spending cuts.

Chancellor of the Exchequer Hunt, parachuted
into the job on Friday to replace sacked Kwasi
Kwarteng, said no government could control mar-
kets-but stressed his action could give certainty
over the health of public finances. “We will reverse
almost all the tax measures announced... three weeks
ago,” Hunt said in a televised statement, conceding
last month’s budget from his predecessor had
harmed the public purse. “The most important
objective for our country right now is stability,” he
added in a contrite statement.

Tax U-turns 
Hunt scrapped plans to axe the lowest rate of

income tax, and curbed the government’s flagship
energy price freeze-pulling the plug in April instead
of late 2024. After April, the government will
“review” its energy support package, he said. A pro-
posed reduction in shareholder dividend tax was
also binned, along with planned tax-free shopping
for tourists and a freeze on alcohol duty.

The announcement comes as Truss’ governing
Conservative party tanks in the opinion polls amid
Britain’s worsening cost-of-living crisis. Truss fired
her close friend Kwarteng on Friday after their

recent tax-slashing budget sparked markets chaos-
fuelling intense speculation over her political future
one month after taking office.

“No government can control the markets but
every government can give certainty about the sus-
tainability of public finances,” Hunt added Monday.
His action sent the British pound briefly jumping to
$1.1331, while bond yields dipped. Last month’s
notorious budget sent bond yields spiking and the
pound collapsing to a record dollar-low on fears of
rocketing UK debt.

‘Difficult decisions ahead’ 
Tax reductions were the centerpiece of the ill-

starred budget, but they were financed via huge
borrowing. Truss had already staged two humiliating
budget U-turns, scrapping tax cuts for the richest
earners and on company profits.

Following his appointment, Hunt hit the ground
running Saturday with a warning of tax hikes as he
dramatically reversed course on Truss’s radical pro-
gram of economic reform. “There will be more diffi-
cult decisions I am afraid, on both tax and spending,
as we deliver our commitment to get debt falling as a
share of the economy over the medium term,” he
said Monday. “All departments will need to redouble
their efforts to find savings, and some areas of
spending will need to be cut.” Hunt already warned
that he was not taking anything off the table” amid
speculation of painful cutbacks on critical areas like
defense, hospitals and schools.

Hunt met over the weekend with the governor of
the Bank of England, Andrew Bailey, and the head of
the Debt Management Office to discuss his plans. In

the wake of the earlier turmoil, the BoE launched
emergency buying of UK government bonds-a poli-
cy that ended Friday.

The furor over the budget has reportedly sparked
a plot to oust the prime minister. UK media reported
that senior Conservative members of parliament

were plotting to unseat Truss, aghast at the party’s
performance since she replaced scandal-hit Boris
Johnson on September 6.

Party grandee and former leader William Hague
said Truss’ premiership was “hanging by a thread”
after Kwarteng was unceremoniously fired. — AFP
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BP to buy US 
renewable gas 
firm for $4.1bn
LONDON: BP has agreed to buy US renew-
able gas producer Archaea for $4.1 billion to
help the British oil giant reach net zero carbon
emissions by 2050, the pair said Monday. The
London-listed energy major is flush with cash
after recent surges in oil prices that have trig-
gered calls for the cash-strapped UK govern-
ment to massively enlarge a windfall tax on
British energy giants.

Chief executive Bernard Looney said in a
statement Monday that the acquisition of
Archaea would create “a real leader in the bio-
gas sector, and support our net zero ambition”.

Houston-based Archaea produces renew-
able natural gas equivalent in amount to about
6,000 barrels of oil per day. BP will pay $3.3
billion in cash plus around $800 million in
debt, while the purchase remains subject to
regulatory and Archaea shareholder
approvals.

The UK energy titan is attempting to piv-
ot towards cleaner fuels to help tackle cli-
mate change. In June, BP said it was taking a
40.5 percent stake in an Australian energy
project being billed as one of the world’s
largest renewable power stations. But energy
majors are often faced with charges of cor-
porate greenwashing, especially by environ-
mentalists.

Greenpeace UK policy director Doug Parr
said Monday that with Britain’s new finance
minister Jeremy Hunt U-turning on tax cuts to
limit state debt, “why not consider a full and
proper windfall tax on oil and gas?”. He
added: “This government has already made
more U-turns than a battalion on parade-one
more won’t hurt and it’s the right one.”

The government of previous UK Prime
Minister Boris Johnson unveiled a windfall tax
on the profits of British energy companies
earlier this year but that was deemed as far
too small. Even the outgoing head of BP’s rival
Shell recently indicated that governments
should “probably” tax energy firms more to
help protect the poorest from rocketing ener-
gy bills. “One way or another, there needs to
be government intervention... that somehow
results in protecting the poorest,” Ben van
Beurden told an energy conference earlier
this month.

“And that probably means governments
need to tax people in this room to pay for it-I
think we just have to accept as a societal reali-
ty.” So far, Prime Minister Liz Truss-a former
Shell employee-has refused to extend the
windfall tax. Oil, gas and electricity prices
have all surged this year after major
economies reopened from pandemic lock-
downs-and following the invasion of Ukraine
from major energy producer Russia. —AFP

UK junks budget measures 
as Truss hangs by a thread

Economists estimate govt faces a £60bn black hole in public finances

LONDON: A protester holds a placard showing Britain’s Prime Minister Liz Truss, during a demonstration by the
climate change protest group Extinction Rebellion, in central London. —AFP

Meysan wins 
IFLR Middle 
East Awards
KUWAIT: International Financial Law Review
(IFLR) bestowed dual honors on law firm Meysan
Partners at its annual IFLR Middle East Awards for
2022, presented in Dubai on October 12.

Based on the Firm’s achievements throughout
2021, IFLR named Meysan as Kuwait Law Firm of
the Year. IFLR stated, “In 2015, Meysan Partners
was named IFLR Rising Star firm of the year. In the
succeeding years, the firm has grown substantially,
making a name for itself as a leading player in the
Kuwait market.”

Additionally, a transaction on which Meysan
advised was named M&A Deal of the Year: the
acquisition by DSV Panalpina of Agility’s Global
Integrated Logistics Business.  The $4.1 billion
transaction represented the largest private M&A
transaction in the GCC. 

IFLR is a prestigious international ratings guide
that performs independent reviews in selected
countries to rank the top firms in financial and cor-
porate law. The IFLR Middle East awards celebrate
“the most legally innovative cross-border transac-
tions that closed in 2021,” according to IFLR.
Winners are selected from the results of research
by the IFLR editorial staff.

Bankrupt Sri 
Lanka slashes 
fuel prices
COLOMBO: Crisis-hit Sri Lanka slashed fuel
prices on Monday, the second cut in as many weeks,
after the World Bank warned that the economy will
shrink an unprecedented 9.2 percent this year. The
energy ministry said the price of petrol will be
reduced by 40 rupees to 370 rupees ($1.02) a liter
from Monday night after a similar 10 percent reduc-
tion earlier this month. But the price of regular
petrol is still twice the amount before the start of
the crisis last year while diesel is three and a half
times more than what it was in December 2021.

Earlier this year motorists spent weeks to get
fuel, contributing to weeks of protests that forced
president Gotabaya Rajapaksa to flee the country in
July and quit. The wait at the pumps has reduced to
a few hours in recent weeks, but fuel is still strictly
rationed because of an enduring shortage of dollars
needed to pay for essential imports. Public trans-
port also ground to a halt due to a lack of diesel but
now services are almost back to normal, although
many fares-in common with soaring prices for other
services and goods-have doubled.

Official annual inflation rates are running at close to
70 percent. The latest lowering of petrol and diesel
came after the World Bank warned that the economic
contraction will be worse than the 8.7 percent forecast
by the Central Bank of Sri Lanka. The World Bank in
its latest country update published last week said the
economy will continue to shrink next year too. It
expects a 4.2 percent contraction next year. —AFP

COLOMBO: An employee fills petrol in an auto rickshaw at Ceylon Petroleum Corporation fuel station in
Colombo on October 17, 2022. — AFP

Lebanese pound 
hits record low
BEIRUT: The Lebanese pound’s market value
hit a record low against the dollar Monday, as
the cash-strapped country plunges further into
financial and political turmoil three years after its
economy collapsed. The pound sank further as
the country, led by a caretaker government,
heads into presidential elections next month
with a divided parliament that has repeatedly
failed to reach a consensus on a new leader. The
pound’s market value fell to over 40,000 to the
greenback, according to money exchangers who
spoke to AFP, after it had stabilized at around
38,000 for weeks.

The Lebanese pound has been officially
pegged at 1,507 to the dollar since 1997, a rate
that has not reflected its true market value for
years as the currency has been in free fall, with
multiple parallel exchange rates coexisting. After
years of economic mismanagement and endemic
corruption, Lebanon sunk into an unprecedent-
ed financial crisis in late 2019, dubbed by the
World Bank as one of the world’s worst in recent
history. The crisis has pushed most Lebanese
into poverty, while talks with the International
Monetary Fund to unlock billions of dollars in
loans have stalled as Lebanese leaders have
been unable to enact most reforms demanded by
the lender and donor countries.  “If the pound
continues to collapse, it is quite simply because
there is no global reform plan,” said analyst
Michel Fayad. —AFP


