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> Hunagary at the heart of the battery bonanza

BIG READ, PAGE 15

['aking aim
Nato backs up
Nordic hopes

A Finmish soldier takes part in exercises
in Murmes yesterday. Finland and swe-
den are in the midst of applications to
join Mata, sparked by Moscow's invasion
of Ukraine in February.

The western military alliance’s for-
eign ministers reaffirmed the commit-
ment to the Nordic countries’ accession,
aswell as that of Ukraine itsclf, at their
meetingin Bucharestyesterday.

“[Vladimir Putin] will get Finland and
Sweden as Mato members soon,” said
secretary-general Jens Stoltenberg,

“Russia does not have a veto. We stand
by th aL_ too on membership for

Ukzaine!
The alliance pladged support for

Ukrat

Russia
ture, “Putin is trying to use winteras a
weapon of war,” Stoltenberg said. *To
force Ukrainiansto freeze or flee ™

Nato doubles down &

Putin draft stralns buslness page 3

JANAN GANESH, PAGE 17

China enlists Alibaba and Tencent in
battle to overcome US chip sanctions

@ Push for semiconductor self-reliance @ Aim to cut dependence on Arm & Open source design the key

ANNA GROSS — LONDOM

QIANER LIU — HONG EONG

China has enlisted tech giants Alibaba
and Tencent to aid its efforts in design-
ing semiconductor chips, az Beijing
Traces itself for further US-led sanctions
aimed at suppressing Chinese comput-
ing power.

The Chinese government has setupa
consortium of companies and research
institutes, inchiding the Chinese Acad-
emy of Sclences, to create chip intellec-
umlpmpem' Bellm:mntslo recluc,ens

d Arm

i b - 1 1 4

ity of

The group is using Risc-vV — pro
nounced “Risc-five” — an open-source
‘hip desis i T

Berkeley. Risc-v has emerged as a
threat to Arm’s business in recent years.

Open-source code can be produced,
accessed, used and enhanced by

anyome.

Beijing’s interest in Risc-V has grown
as Washington has Increased the pres-
sure on China's tech sector by limiting
acoess to cutting-edge chip components
and machinery,

The US has been lobbying allies
inciuding the Metherlands and Japan to

‘Under the escalating US
export controls, we need
to prepare for the worst’

Chinese official

byrthe University of Californi

cut Chinese tech companies out of their
supply chains, as it did with the Huawei
in 2018 That has led China to prepare
for further disruption of the semi-
conductor supply.

Arm, which is headquarterad in the
UK, Is seen as vul ble to any

“Under the escalating US export con-
trols, we need to prepare for the worst,”
the official added.

The government-backed consortivm,
known as the Beijing Open Source Chip
Research Institute, has developed

ramping-up of US sanctions targeti
Beifing bemuse it supplies itsdeslgns o
Chinese tech com,

©Ome Chinese official said the govern-
ment-led effort to pool resonrces on
Risc-V-based chip design would put
China on the “right track”.

The official added rJ:lat U|e frag-
mentad nature of Risc-V's

“X han®, a high-performance

isnow planning to list Arm in New York
TEXLyear.

“Risc-V started out as a curiosity next
to Arm, then it became an alternative
and now it's a competitor,” said Richard
‘Wawrzyniak, an analyst at Semico
Research.

at matching ArmSTE, .

The idea behind Rise-V was sparked
by other open standards and software
that have revolutionised the digital
workd. Tt has gained traction in the west
since 2020, when the proposed $66bn
sale of Arm to US chipmalcer tvidia sent

Apple ha 1 f its ermbed-
ded cores, which power technologies
such as WiFl and Bluetooth, from Arm
processors to Risc-V, according to two
people briefed on its plans. Apple has
also advertised jobs for engineers famil-
far with Risc-V.

Ron Black, chief executive of Codasip,

— hundreds old]ﬂmnlcompaniesu&e
its open-source architecture —
‘was slowing the replacement of Arm's
designs.

industry and pushed several companies
to start lnoking more seriously at alter-
natives to Arm.

The deal later collapsed and SoftBank

which develops chip designs using
Risc-V, said his company had raised
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Brexiters have made Britain more European

INSIDE BUSINESS, PAGE &: MARKETS
INSIGHT, PAGE 1 FT VIEW, PAGE 18

» HSBC sells Canada arm
The UK-based bank has sgreed to
sell the business to Royal Bank of
Canada for $10bn, as it cuts its
amid pressure fora
break-up— Pace & LEX, PAGE 18

» Eurozone bonds lifted
Inflation has shown a November
decrease in Germany and
prompting a rally In gevernment
bomnds as investors bet that price
growth had peaked.— pace 2

» Berlin deal for Qatar gas
Germany has signed a long-term
supply agreement that marks a
big step forward in efforts by
Earopes biggest economy to
wean itself off Russian gas.— racz 2

» Lai lawycr spat intensifics
The leader of Hong Kong has
challenged the city's own court

pro-d
hiring a Eritish lawyer— pase &

» UK ruling on crypto theft
A London court has ordered
including Binance and
Coinbase to hand over customer
details to a rival to help it track
$107mn in stolen funds.— pace o

Datawatch

People watching
Camaras per thousand, 2023
Citfes in China® (RIS '

[}
Sowre Conparitech

The sverngs Chinass city has six fimes o
many CCTV cameras por 1,000 peopls &
the mast surveilied city outside China, the
Indan city of indare. Camparitech looked

21150 big citk ik

“avorage.

money to design high-end p

“becanse many of our ¢
we need tohave an alternative to Arm™

Ma finds refugé from Bel] ing scrutiny
by painting and collecting art in Tokyo

KANA INAGAKI AND LED LEWIS — TOKYO
FYAM MCMORROW — DLLING
TOM MITCHELL — SINGAPORE
Jack Ma, the Alibaba founder and once
the richest business leader in China,

In that time, the companies he

ful of pri sbers’ clubs, one inthe

founded, Ant and ecommerce group
alibaba, hawe come under fire from Bai-
Jing. Regulators called off Ant's Block-
buster $37bn initial public offering and

henrtofankyn'k swish Ginza district and

another in the Marunouchi financial

district facing the Imperial Palace.
I’euplemvulved in Japan's nudem art

burnout.

icil for free at:

Arab nations unite behind | has been living in Tokyo for al six  fined Alibaba a record $2.8bn for anti- 1 1 had by
Qatar In clash with west months, amid Beijing's crackdown on mabuses lastyear. tic collector. Friends close tothe billion-
the country's technology sector and its from Chinal incided  aire said he had turned to painting
Analysis - PAGE 4 most powerful figures. with the stiffening of ident Xi fin- lours to pass the time after
ping’s zero-Covid controls this year.  being forced to retreat from his frenetic
Ma's months-long stay in Japan withhis ~ Theyled toaharshlockdown of shang-  business life. Others said Ma had used
Austrdia family has included stints in hot spring ~ hai and the surrounding Yangtee river  histime in Japan to expand Iusbuainm
China and ski resortsin the countryside out-  delta in April and May and sparked  interests beyond the core
Hengong side Tokyo and regular trips to the US  nationwide protests over recent days. t.echnolnges of Alibaba and Ant, and
India and Tsrael, am‘m’dlng to people with  Mahasahome in tow, a city near
Inidonesia direct b sh. b lihaba ishased Ma's six months in Japan have coin-
eonmid Mahaslalge[v dlsappealed from pub- Ma has kept a low profile in Tokyo,  cided with a selldown by SoftBank of its
Lo Tic v ritlcised CI Mingngm.spelmlchel and security  shareholding in Alibaba after the Japa-
o lators two years ago, accusing state with him, and keeping his public activi-  nese technology group suffered a heavy
m"'" ‘banks of having a “pawnshop mental-  tiesto 2 mininmm, said the people with  hit from a glohal tech rout this year.
5 SEBncEET) ity™ and calling for bold new playerste  direct knowledge of his whereabouts. The Jack Ma Foundation and Ant did
Tatwan Wre | extend creditto the collateral poor. 'His social activiti hand-  not d
Thatancl Brilid
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Berlin signs long-term Qatar gas accord

Germany seals 15-vear
LNG contract as it
replaces Russian supplies

SHOTARD TANI — LONDON
SUY CHAZAN — BERLIN

Qatar is to provide Germarry with lique-
fied natural gas under a lomg-term sup-
ply deal that marks a big step forward in
efforts by Europe’s biggest economy to
wean itsalf off Russian gas.

under the two sales and purchase
agreements signed yesterday by state-
owned QatarEnergy and US group
conocoPhillips, about 2mn tonnes of
LNG will be sent to Germany annually
for at least 15 years, with deliveries
expected tostart from 2026,

The dezls are the first long-term
agreements for LNG supplies to an EU
country since Russias invasion of
Ukraine in February, European coun-
tries have been wary of striking such
deals despite seeking substitutes for
Russian pipeline gas, as they attempt te
move away from fossil fuels.

Raobert Habeck, Germany's economy
minister, welcomed the agreements.
“Fifteen years is great,” he said. ™1
wouldn't have anything against 20-year
aor even longer contracts”

between energy groups and utilities
rather than Berlin, Habeck warned:
“The contracts themselves are the busi-
ness of the companies . . . [they] have
to realise that Germany will [in future]
be purchasing less [gas] if we want to

‘Fifteen years is great. |
wouldn't have anything
against 20-year or even
longer contracts’

Habeck zaid German utilities Uniper
and RWE had been asked by the govern-
‘ment to secure gas on the international
market — hldudjngfmmqaur fnran
I Th
North Sea coast,

But noting that the contracts were

adhere to our climate goals." In this
event, the companies “will have to

ply period that extends for at least 15
years”, said Saad Sherida Al-Kaabi,
‘Qatar’s energy minister and chief execo-
tive of QatarEnergy.

Kaabi added that Qatar separated
“politics from business”, referring to an
apparent protest by Germany’s World
Cup squad against Fifa’s decision to ban
players from wearing “One Love” arm-
bamds in support of the LGBT+ commu-
nity agahm]apan]astne:l:ﬂy

Zonggiang Luo, senicr stat
‘tad Energy, said the latast d.e:ﬂswuiwl
sign that Furope is | o tire of

sified competition with Asia for cargoes,
pushing up prices.

The price of LNG delivered to north-
west Europe rose 1o almost $30 per mil-
lion British thermal units in August,
more than four times the price a year
earlier, according to data provider
Argus Media, However, prices have
since fallen back to last year's level as
Europe managed to fillits gas storage,

While 2mn tonnes of LNG accounts
for about 3 per cent of Germany's
annual g;sdem:md ltw']ll helpﬂll tha

Russia’s intermittent supply and is

increasingly seeking long-term alterna-

deliver the volumesthey have boughtto tives™,
other countries”. Russian gas acmunted for about 45
The would contribute to  per cent of EL

year. The

Germany's energy security “with a sup-

biocs need to find substitutes has inten-

v that
wirst hit as Russian president Viadimir
Putin weaponised energy supplies.
Russian gas accounted for mare than
half of Germany’s supplles before the
invasion, and Berlin is stri to build

Inflation fall
in Germany
and Spain lifts
hopes over
rate rises

MARTIN ARNOLD — FRANKFURT
TOMMY STUEBINGTON — LONDON

Inflation in Germany and Spain fell in
November, prompting a rally in euro-
zone government bonds as investors
bet lhal pncc growth in the bloc had

Central Bank
would shift to smaller interest rate
Fises,

A slowd in energy and services

new import infrastructure for LNG.

State visit. Diplomacy

Macron seeks greater US-EU collaboration

hlight Ukraine
war's toll on bloc amid tension
over Biden's green subsidies

President tol

LEILA ARROUD — PARIS

Emmanuel Macron is to appeal to Joe
Bld!l‘l to take greater account of thc
g done to Europe’s

the war In Ukraine in his policy decl

sions, saying the EU and US need to col-

Iaborate more to manage the impact of
the conflict and co-ordinate policies
towards China,

According to the Elysée Palace, the
French president will deliver the mas-
sage when he is hosted from today by
Biden on a three-day state visit — the
firse of Biden's presidency and Macron's
second, having been imvited by Donald
Trump L".wls.‘

Whilethe Hi
emphasised the close tes between the
US and France and agresment on issues
such as Ulraine, both sides say there are
ecunumlr and geoPohtlcal tensu:lns

will not be easy

The war is exacting a heavier eco-
nomic toll oo Europe than the US due to
spiralling energy prices caused by Rus-
sian export cuts, while B officials say
Biden's $3659hn package of green subsi-
dies threatens the bloc’s industry.

Althongh Russia’s invasion has forced
the Biden administration to refocus on
Europe, the US still sees countering
China on economic competition and
security as its main stratagic priority.

Macron has criticised the green pack-
age, known as the Inflation Reduction
Act (TRA), and voiced irritation at the
U5 selling natural gas to Europe at
inflated prices. Such behaviour “does
not conform with World Trade Organi-
zation rules and it iz not friendly”,
Macron said this month, promising to
bring up both issues on his trip,

John Kirby, spokesperson for the US
Wational Security Councl, said on Mon-
day the Biden administration woukd
discuss France's worries about the legis-
Tation with Macron, “We want tounder-
stand the concerns,” hesaid,

But on Macron's energy criti
officials have rejected the idea
profiting from liquefied natural gas
exports, “The vast majority of IS LNG s
exported to Enrope via transparent

A the Blves

ue, US

Relations test:

trading firms, inchiding

com-

Joe Riden, left,
with Emmanuel
Macron in june,

panies,” said an administration official,
Macron has long pushed for Europe to
pursue more “strategic autonomy” in its

and while

angered France  economic and security affairs and often
last year after warmed of the risks of relying toe much
Paris was ontheUs.

excluded from “what we will tell the Americans is
the Ankus that in the current context, we nead to
SECUrily pact be more robust together ., .

Lusiare Merghr ey

we cannot have all the same policies on

china, a resynchronisation is needed in

MAKE A WISE
INVESTMENT
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ot Floor, Fan Fung Tower
Central Hong Kong

CLIVE COOKSON — LONDON

A practical blueprint to develop a vac-

our political agendas,” said an Elysée
il Inthe
Gérard Arand, French ambassadorto  CUTTEDL
the US from 2014 to 2019, said it would o
be difficult for Macron to make much fontexk
progress on the TRA o energy prices, nieed to be
but the visit would be an important dip-
lomatic moment. LI
“a state visit is all pomp and dreum- FODUST
stance, but it also signals how the US wgt‘[hcr'

spes France as 2 key partner in Enrope,”
he said. “with the UK no longer in the

said Hatchett.

have not yet been announced publicly,”

cine against a new virus within 100
days in less than a third of the time
taken to produce Covid-19 vaccines in
2020, will be released today by an
Imirualloual omnlmuop charged

Japan: Mldoal Printing Cantar, Inc..
H10-5,Shinonaime, Kamo-Ku. Tok»‘ss—oooa

T‘M Coalltion for Epidemjc Prepared

Thearget is to have a vaccine that has
initial trials and been d
-gency nse within 100 days of 2

\dm: being recognised as a pandemic
threat by scientists and Its genetic
sequence released. According to Cepi,
the fastest comparable figure for Covid
was 536 rlavs belwem Chinese scientists

EU and Garmany more focused inter-
nally, Macron s an important interocu-
tar for the Americans as they continue
to support Ukraine while looking for
warys Lo bring the war to an end.”

On Macron's agenda are meetings at
the White House, visits to the state
department and Congress, and a tradi-

prices helped inflation in Germany to
fall in line with expectations to 113 per
cent in the year to November, down
from a 71-year peak of 11.6 per cent in
october, according to data from the
conntry’s federal statistical agency yes-
terday.

Annual inflation in Spain fell more
than expected, from 7.5 percent in Octo-
ber to 6.6 per cent in November, because
of lower fuel and electricity prices, its
national statistics agency said yester-
day. Inflation dropped from 123 per
cent Lo 10,6 per cent in Belgium.

But the data showed that price pres-
sures in some parts of the economy
remain high. In Spain, core inflation —a
measure that excludes changes in
energy and food prices — rose slightly to
6.3 per cent. Meanwhile, food prices

tional state dinner. Nuclear energy and | rose in Germany at a faster pace of 21
space copl will be highlighted as | per cent, and rental prices also acceler-
areas for deeper Fran an co- d slightt mupa-cgm_

operation. Macron will go to Masa with
Kamala Harris, Us vice-president.
According to French and US afficials,
Macron and Biden will discuss how to
manage the challenges ahead in
Ukraine, including sending additional
milftary and civilian aid and aveiding
any escalation with Russia. Bath coun-
tries have said only Kyiv can decide if
and when to negntiate with Moscow and
that Ukraine's soversignty and territo-
rial integrity must be respected,
Macron's efforts to keep a d.lplama.tlc

Carsten Brzeskl, head of macro
research at ING Bank, said he was “stilla
it cautiows to call this inflation®,
saying there were still significant price
pressures for companies to pass on to
consumers that could lead to another
increaze in inflation before February.

But he said eurozane inflation was
likely to fall for the first time in 17
months when November price data are
published today, making it less likely
that the ECE will rakse rates by 0.75 per-
centage points for the third consecutive

ey |

channel open to Russian p
Viadimir Putin are seen as helpful
by Washington, according to one US
official.

“rhe warin Ukraine has led the Us to
take more seriously the partnership
between China and Russia, so they want
to counter it with better alliances glo-
Tally;” satd Maya Kandel, a specialist in

“With inflation no longer increasing,
the arguments for another jumbo rate
hikebecome weaker," he added.

ECE president Christine Lagarde said
on Monday she “wonld be surprised"” if
eurczone inflation had peaked, telling
]e@s]x:.orsin Erussels that there was stll
more “pass-| ll\mugjl From high whaole-

US affairs at Mew Sorbonne Universi
Paris 5. “The Biden administration
wants Europe to be stronger, and France
isakey partof that."

“The meeting comes as the US stepsup
efforts to repair the relationship after
France was left seething last year over
its exclusion from the Aulus security
pact, aimed at countering Chinese
power in the Indo-Pacific region. Aus-
tralia cancelled a big submarine order
from France’s Naval Group and opted
instead for US-made vessels as part of
the pact, which also includes the UK.

Macron accused the US of treachery
and recalled the French ambassador.
Biden admitted the US handling of the
episode was “chamsy™ at a joint meeting
inRome last October,

Nicole Bacharan, a political scientist
at Sciences Po university, said the spat
Tiad left scars in Paris but the two allies
had little choice but to reconcile, given
the tkraine conflict. “on the war, the Us
and France ars fundamentally on the
same line,” she said.

Additional reporting byA!me williams and
Felicia schwartz in

2y pri pricesto
come,

However, a sharp fall in European
wholesale energy prices, combined with
an casing of supply chain bottlenecks,
has recently encouraged hopes that
eurczone inflation iz slowing. US infla-
tion also fell in October and global data
indicators suggest that this year’s ram-
pantglobal inflation has peaked.

“Tis looking Hkely that we've seen the
peak,” commented Peter Schaffrik,
chief| ist at REC,
ahank, ndd.humntewn aslow decline
in eurozone inflation should be suffi-
cient to halt the sell-off that has swept
through the region's hand markets this

year.
“Recently the figures had kept on sur-
prising to the upside,” he pointed out.
“You just needed For things to stabilise
and [now] yields look attractive from
here” headded.

Futures marksts now imphy a peak for
the ECB's deposit rate of just above 2.75
per cent in July next year, a decline of
roughly 0.1 percentage points before

Lo nfl d
¥ ¥

Cepi envisages five main areas of

Plan unveiled to create jab within 100 days for next pandemic

wery close international L*ulhbnral]tm
P

that will be required: creat-
ing libraries of prototype vaccines for
the virus families most likely to cause a
pandemic; preparing clinical trial nat-
works to be mobilised rapidly when
needed; ﬂJr_LdLng Tiological markers to

:vsczhe ul;ﬁisidng biomanufactur-
lngfi\rclllues that can sm«hqulddv o

S e

N

Disease X",

“Comprehensive global surveillance
will be essential to identify potential
risks rapidly, together with continued
investment in diagnostics, manufactur-
ing and clinical development capability
around the warld,” she added.

Last week, the World Health Organi-

IR
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Dame Kate Bingham, who led the UK
\"mr_u:u: Taskforce in 2020, said the 100
iun was “do-able but relies on
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“we have pledges of | 31_ﬁlm £1.7bn
towards the §3.5bn and we have line of
sight on maybe another $200mn to
§1bn in potential commitments that

* FINANCIAL

riskbamusewum\re@h\ln&tﬂ!m
he said. “Those first investments are rel-
atively small, several ml]lion dol]ar&

Richard Hatchett: ‘Do some

and don't commit you
dreds of millicns on day one”

TIMES

rmlsbemnseymmn’lresmnhsthme‘

list of “priority pm‘]mgens muoil“hlw]y

weanse a pandemic amu.nd adozen
ts.

“It would be txtrcmxly uuﬁ]u:l} Ihlt

novel family

of \-‘Iruses. and the [Irsl pathogen lo

ith

said Hatchett. Although bacteria have

caused bad epidemics, such as the pla-

@ue, they are regarded as Jess of a pan-
demicthreat than 21st century viruses.

1t is alsn essential to build up experi-

wcewith atform
dlecepmhnsand A!IhoughrrRNAw
the fastest route to effective Covid vac-
cines, “there may be a reason why ather
approaches are better for different
threats” Hatchett said, referring to the
BioNTech,/Pfizer and Modernajabs.

INTERNATIONAL

Putin’s sudden draft strains Russian
business and threatens to stifle growth

Mass mobilisation aggravates labour shortages and accelerates trend of depopulation, warn experts

POLINA IVANOVA — MOSCOW
MAX SEDDON — RIGA
DARIA MOSOLOVA — LONDON

The morning after Viadimir Putin
announced a mass mobilisation for
Ukraine, men across Russia went to
work to find notices ordering them to
head to draft offices. By the evening,
Women were turning up at workplaces,
searching for their hushands.

“We had to give them drinks to calm
them down,” an executive at a large
metals and mining company recalled,
describing desperate scenes on the fac-
tory floor. *You can understand them:
their menleft to go to work in the mom-
ingand did not come home.”

Businesses in Russia have been
ahzkm lJY tbe sudden dnﬁ. ﬂnt has

thewarin
Ukraine since september 21 and trig-
gered an exodus of hundreds of thou-
sands more.

Tnterviews with oligarchs, business
owners and employees show that

though the of conscripts and

nigrés rep fraction of Russias
72mn workforce, the mobilisation has
been disruptive to the econony and is
likely to hit longer-term growth. The
Financial Times chose not to disclose
the names of executives and staffers
interviewed because of possible repris-
als from the authorities.

The mobilisation push has created the
biggest labour shortage in Russia since
1993, according to a study this month by
ths Gaidar institute think-tank. In the
survey of business, most respondents
said they would be unable to increase
production to keep up with demand,
while ethers said they expected produc-
tiom cuts and decline in cutput quality.

“Simply put, this will mean that we
will hawve fewer healthy, educated and
strong people, the ones who create a
country’s GDF [gross domestic prod-
uct],” said vladimir Gimpelson, a
labour market economist who has left
chowloworklnlhebs “If economic

ty, 1
wm:ldmﬂdﬂsadim.lms mistake*

Draft officers have handed out con-
scription notices at homes, at work-
places, in public places such as metro

catch

sent in the post. lgnoring the orders
does notusually lead to severe repercus-
sions but drasticmeasures have at times
been used to mest reglonal quotas.

1n one far-flung industrial area in
Siberia, “they just grabbed whoever
they could”, said the chief executive of
has decided not to lobby for an exemp-
tion for his workers as “it can backfire
very easily. You ask for 10 people to be
exempt and you get asked to list 30 peo-
pleu'h‘osnnbemnb‘ilkeqmmm.”

iFicially

mobilised, several had quit their jobs
pl&empﬂvelv, giving notice only once
they had crossed the border into central
Asia, hesaid,

Ithough th ber of d.
amounted to.a small share of the com-
pany’s thousands-strong workforce, the
drafted employees were difficult to
replace Inthe sparsely populated, often
mmmwﬂdmmuflbeﬁa “Hiring

ber one,” the exec-

Called up: hadb i il it already predictinga 25 per centdropin -y expect
Russian change in regulations. the number of workers aged 20to 40 by
conscripts ata Many busi ives 2030, d with the late 2010s,  that the
railway station dcscnbcdhwth:mku[pmusuﬂims Gimpelson said. Thisage group isriti- 0 tflow of
in Sevastopol, and human had  calfor productivi 5
Crimea, early transformed overnight- now they were Migrant workers from central Asia skilled
this month on asked to lobby draft offices to return can fill vacancles for unskilled jobs bat labour will
their way to conscripts. Some tried to negotiatewith — will be unable to replace high-skilled
ﬂght in the war the army through trade bodies, others em'plu)mes l:u IT, which was alnmgling havea
attempted to pressure drafl. oﬁ]ces iy n{.-gaﬂ\-'c
using marketing msmdr“ khoki, a professorat |
paying to plant stories about con.  the University of California, Los Ange-  1IMpact on
scripted staffersin the local press. les. Fivira Mabimllina, Bnssia’s cemtral I(mg-tcrm
Conscription and the braindrainare  bank . sugpested as much last
also worsening population decline. month when she said that the draft  Zrowth
According tothe border gnards service,  could lead to higher inflation “due to pO{'E[‘ll'ier
which is part of the FSB security agency,  changes in the structure of the labour
27mn people left Russia from July o market and a shortage of some spectal-
r, anincreaseof L2mnyearon  ists”.
year and nearly double the total in the Sofya Taonets, an economist at Renais-

previous quarter. Demographers were

Russia’s shrinking, ageing population |

Population siructure by age and sex, |

utive said, even for that

and 2022 CO00)
Age

o

cBEE885883888

£

sanoe Capital, sald: "We expect. that the
outflow of skilled labour will have a
negative impact on long-term growth
potential.”

Executives at Yandex, Russia'slargest

heompany, labbied for T
from the mobilisation for its staff but
several were handed draft notices any-
way, according to one Yandex staffer
whowas called up.

Maost of them, including the staffer,
managed to evade the draft. But such
mistakes have more to leave
Russia than Inpm weeks of the
inwason, the staffer said. As such, about
aquarter of Yandex's 20,000 workforce
is now based outside Russia. The com-
pany declined to comment.

Large Russian companies have been
able to cushion the blow more easily
than smaller groups, said the billionaire

founder of another Russian commodi-
ties company, which has lost more than
1,000 men from its 20,000-strom work-
force. And for some sanctions-hit
groups, mabil]sar]an has s]so been an

Alliance members

Nato restates
14-year-old
pledge to take

Ukraine
under its wing

HEMRY FOY — BUCHAREST
T

make Ukraine 2 member of the west-
ern military alliance, while vowing to
step up support to Kyiv and help
rebuild its energy infrastructure
destroyed by Russian attacks.

Russian president Viadimir
Putin of aiming to “freeze Ukraine inte
submission” by targeting its power and
heating networks as winter setsin, Nato
mmnﬂnedmheepwﬁdingumponw
help Kyiv defend itself and rebuild civil-
ian infrastructure.

Foreign ministers from the alliance
who met in Bucharest, the Romanian
capital where Nato leaders first pledged
in 2008 that Ukraine and Genrgia would
eventually become members of the alli-
ance, sald yesterday they “firmily stand
behind our commitment” to both coun-
Iries despite Russia’s apgression.

That initial 2008 declaration, despite
not being accompanied by a formal
admission p re or any tangible
progress, was cited by Moscow as one
reason for its full-scale invasion of
wkraine in February. Putin has accused
Mato of seeking to bring the former
Soviet state into the alliance to station
wenpons there to threaten Russia.

Volodymyr Zelenskyy, Ukraine’s
president, has made membership of
Hato —and the EU — comerstones of his

bled d

The restatement of Nato's suppart
came as Ulraine reels from weeks of
sustained Russian missile and drone

The barrages have damaged Ukraines
power, water and heating networks,
leaving swaths of the country without
basicsarvices as temperatures drop.
“President. Putin is trying to use win-
ter as a weapon of war,” Nato secretary-
general Jens Stoltenberg told reparters

apportunity at the h ‘meeting, “to force
ple is politically dimcultiorhrgerkus Ukrainians to freeze or flee”
sian com| The alliance's lm'eign ministers also
“It sounds wrong but mobilisation | agreed to d further step up
actually helped that process along,” an pn[itlcal and practical support to
ey e Toford

Eut the departures have also placed
indirect strains on the workforce and
the economy. There are more depend-
ants, such as elderly family members, to
look after per working-age person,
according to Donets. The labour force
1!as als? Q’N\:I;I pn?orfr O AVEFAge a5

ereignty and territorial integrity and
our shared values against Russian
aggression, and will maintain our sup-
purt[mashngaamary"

Nato's two-day Bucharest meeting
marks an increased focos on long-term
reconstruction geals rather than imme-

“clearly more well off to begin with”,
Ttskhokl noted.

This means that a “large part of the
people that crested demand within the
economy are nolonger there”, he said.

Many in business feel they have litde
choice but to adapt. Several, including
some who said p Iy that they

diate sol aimed at providing
Ukraine with much-nesded weaponry.
1 think in all of our systems, atten-
tion is starting to shift more and more to
both immediate and meadium-term
reconstriction, nat in terms of shifting
away from the immediate and continou-
ing mjlnarf support,” said an official

s, “1t's as well as”

appose the war, have at the same time
argued that the draft would have been
handled mare efficiently had business
beenleft to manage it

Another oligarch in Moscow re-
marked he would have found volun-
teers for the army among his 10,000
staff inexchange for keeping three criti-
cal Tose.

“Tell business that for the pmt:ecu.m
of the country’s sovereignty, 300,000
are needed,” the hlllionajre said. “Do

you think busi A not b

Dmytro Euleba, Ukraine’s foreign
minister, whojoined the Nato ministers
for dinner yesterday, said Kyiv needed
both air defence and power equipment.

Separately, the US said it would bilat-
erally provide Ukraine with more than
$53mn to assist with repairing power
infrastructure damaged by the Russian
attacks, as Kyiv races against time (o
patchup the electricity network before
winter reaches its coldest perfod. The
money would pay for equipment such as

and dircuit breakers, said

aged to find

1 vof state Antony Blinken.

Pentagon

China forecast to extend nuclear arsenal to 1,500 warheads

defenca nfficial. addine the TR alsownor-

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 11%2F 30&ts=20221129202619&uq=20221117085301

hilitw of China's nuclear forces or ¢

than 10k minutes. markine the orestest

Arms control

US accuses Moscow of stalling
New Start Treaty negotiations
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Alyahya, a senior fellow at the Hudson
Institute. “Saudi is a new team, reflect
ing the 180-dagree change in the coun-
try, with this new excellence that saudis
want Lo present.”

Fans on the streets of Doha have also
expressed support for Palestinians by
refusing to be interviewed by Israeli
journalists and social media influenc-
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three work-related deaths. It added
that the estimate of 500 was for
all work-rolated fatalifies
nationwide in Catar® In The yesrs
2016200

Amnesty International sald
“thousands of workars” had bean
returned homa In coffing, without
explanation. Jesh Noble

in which foreign lawyers and judges
hold positions. Overseas judges also
visit Hong Kong to sit on the Conrt of
Final Appeal, although Lord Robert
Reed, president of the UK Supreme
Court, and Lord Patrick Hodge, who
alsosits on the UK's top court, resigned
this year, The Hong Kong government
has asked the court to postpone Lai's

scriptions or pay towatch in cafés, Many
resort toillegal streaming,

“Whils our politicians take private
jets to Qatar, our government has even
| tried to take football away from us”
| said Haidar, 27, who has screened
gamesathis electronics shop in Beirul.
Reporting by Stmeon Kerr in Dubal, Heba
Saleh in Cairo, Samer Al-Atrush in Riyadh

trast, are receding thanks to a
regional buy-in to Qatar 2022,

Less than two years ago, the Gulf '\
states were Jocked in a three-year Saudi- )
led embargo against Qatar over charges
it fostered Islamist extremiam. Saudi
Arabia, the UAE and Bahrain demanded
the closure of Doha-based media net-
work Al Jazeera and told Qatar to cul

ers, Qatar, unlike some of its neigh-

‘tes with their reglonal nemesis, Tran,

and Ry falabi in Belrut

trial, which was set to begin tomaormomw.

Iran Revolutionary Guard attacks Kurdish opposition groups across border in Iraq

RAYA JALABI — BEIRUT
MAMMEH BOIORGMEHR — TEHRAN

For decades, Iranian Kurdish opposi-
tion groups have found relative safety
In nelghbouring Trag, where they set up
bases and agitated for greater
freedoms at home. Some even fought
alongside US-backed Iragi Kurdish
security forces against Isis militants.

But in recent weeks, their strongholds
‘have come under a barrage of fire from
Tehran, which hias launched dozens of
drones and ballistic missiles across the
border into frag's Kurdistan region.

iran accusss the Irag-based iranian
Kurds of supporting the anti-govern
ment protests that have engulfed the
country since mid-September, spurred
by the death of 22-year-cld Trantan Kurd
Mahza Amini, killed in the custody of
Iran’s morality police.

‘Wednesdey 30 November 2022

“We're being used as a scapegoat,”
said Ehalfl Nadri, for the Kurdistan
Freedom party (PAK), one of a handful
of armed Iranian Kurdish opposition

state. Iranian Kurdish dissident groups,
which havebeenengaged in alow-inten-
sity conflict with the regime in Tehran
over their desire for greater autonomy

groups in iraq that | targated.

Nadri, speaking from an undisclosed
site in Iraq's border mountains, said at
least 19 PAK members had been killed
since the attacks on thelr bases began in
late September. The UN refuges agency
said lranian refugees, including women
and children, were among the casnalties
in the strikes.

Since the protests erupted in Iran, at
least 305 have bean killed there, includ-
ing at least 41 children, said Amnesty
International; 42 of those were killed in
the past week alone as protests gained
pace in Kurdish-majority western cities
Mahabad and

Ethnic Kords live across Turkey,
Syria, Iran and Iraq, but lack their own

since the 1979 , moved their
basestolrag in the 15805 and 19905,

1ran alleges that these groups have
been smuggling weapons across the bor-
der and stirringup protests,

The escalating tensions now threaten
to overwhelm Irag’s semi-autonomous
Kurdistan Regional Government, which
has called for international intervention
to stop the attacks and has complex tics
with Baghdad and franian Kurds.
“Thase attacks have to be stopped. Civil-
fans are dying and our economy Is tak-
ing a serious hit," 2 KRG official said.

The KRG has for years allowed the ira-
nian Kurds to eperate in Traqi Kurdis-
tan, while also maintaining a working
refationship with Tehran and itsallies in

Baghdad. Decades of integration mean
ties run deep; many Traqi Kurds fed to
Iran when Saddam Husscin attacked
them in the 1990s.

Although the KRG gained self-rule in
the 1990s, it depends on the federal gov-
ernment in Baghdad for its budget and

Direct hit: a Kurdistan Democratic
Party of Iran office is struck in Koye

* FINANCIAL TIMES

security needs and must balance its
Kurdish solidarity with a need to pacify
Baghdad, itself under Iranian pressure.

The fledgling Iragi government of
premier Mohammed Shia’ al-sudani is
Truntressed by parties and militia groups
close to Tehran. Sudani has condemned
recent attacks on the Kurds by Tehran
asa “violation of Iraqi sovereignty” and
urged its nefghbours not to use Trag
as an arena “to settle scores”. But Iran
has said the country’s Revolutionary

Guard will launch more air attacks if the
dissident groups are not disarmed,

In a meating in Baghdad last week
with Sudani and ather government offi-
cials, Esmail Ghaani, who heads the
Quds Force, the guard wing responsible
tor its overseas operations, threatened a
ground invasion should Baghdad fail to
disarm the groups and fortily its bor-
ders, three Iragi and Kurdish officials

confirmed. An official in Baghdad said
the threat “has to be taken seriously™,

Iran foreign minister Hossein Ami
rabdollahian szid the lslamic republic
had agresd with Iraqi officials “to dis-
arm” the gronps, butuntil its implemen-
tation “our armed forces will contine
their acts to provide maximum security
for the country”. Baghdad and KRG offi
clals denied an agreement had been
reached.

The regional government has pinned
its hopes on Sudani’s government. In
Baghdad yesterday, KRG regional pr
dent Nechirvan Barzani discussed the
croas-horder attacks with Sudani, which
the official said was “a good first step™

Innorthern iraq, PAK members were
braced for fresh strikes. Drones were
seen crcling overbead while smoke still
hillowed from the earlier strikes.
Additional reporting by Nechirvan Mando

-
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Amidst the freshly fallen snow,

Speedmaster Moonwatch in stainless steel sits at the heart of our
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China rally Investors are counting on protests over zero Covid prompting Xi fo accelerate reopening of the economy © markets

Companies & Markets

HSBC agrees
sale of Canada

operation to
RBC for $10bn

e Lender scales back global network
@ Move follows exits in US and France

STEPHEN MORRIS AND SARAH PROVAN
ONDON

HSBC has agreed to sell its Canadian
business to Royal Bank of canada for
$10bn, as it scales back its glohal net-
work outside Asia amid pressure from
its largest investor to breakup.

shares in HSBC rose almost 5 per cent
on the news of the deal, with the bank
saying that it may return some proceeds
to investors. The deal hands RRC 130
branches and more than 780,000 retail
and commercial customers. The deal, if
approved by regulators, would belster
the pogition of REC, which is already
Canada’s largest lender by assets,

“Following a thorough review of the
business, which assessed its relative

‘Shareholder repatriation
IIJEIY servetoa ppc.lsc‘
investors frustrated that
dividends were curtailed’

completed in late 2023 and the board
plans to “proactively”™ consider how
much surplus capital created through
this transaction will be returned to
imvestors via a one-off dividend, share
buybacks ora combination of the two.

“This tranzaction is a dlear pasitive
for HSBC,” said jefferies analyst foseph
Dickerson.

“The company will recycle the related
gains back to shareholders. The related
shareholder repatriation may serve to
appease those investors still frustrated
that dividends were curtailed in early
2020."

Duringthe early phase of the Covid-19
pandemiic, regulators in the UK and EU
banned banks from paying dividends in
aorder to conserve capital.

1"his Inlnrl ited FISBCQ Aslan share-
dual holders
to Ping An itself — which had come to
tely on the regular payments for

income.
The London-based banl, which has

position within the Canadian market
and its strategic fit within the HSRC
partfolio, [we ] concluded that there was
a matertal value upside from selling the
business,” said HSBC chief excoutive
HNoel Quinn. “The deal makes strategic
sanse for both parties™

uinn and chair Mark Tucker are fac-
ing sustained pressure from HSBC'S
largest sharzholder, chinese insurer
Ping An, to split its Asian and western
operations, Ping An has been critical of
years of poor performance, high costs
and a flagging share price, arguing that
|!u~ bank can no Iun;:« upumr eﬁm

am_

its headeg inthe UK but makes
about twio-thirds of its profits in Asia,
‘has since restored a dividend, but at a
much lower level.

RECH acquisition of the business,
which was the sixth-biggest bank in
country with assets of C$134bn ($98km)
— marks the first big domestic deal in
Canada in a decade.

RBC chief executive Dave Mcay said
that the transaction " positions us as the
‘bank of chotce for commercial clients
with international needs, newcomers to
Canada and affluent clients who need
giobal banking and wealth management
cap Jllitm:

Out of tune UK regulator says boom in music
streaming has not depressed artists' earnings

Artists such as Nadine Shah say they do not earn a fair wage, despite millions of streams

KATE BEIOLEY — LONDOH

The UK competition regulator has
ruled ont action to help artists earn
imore money in the music-streaming
market despite claims that the sys-
tem is depriving them of a fairwage.

The Competition and Markets
Anthority found that record labels
and streaming services were unlikely
1o be making excess profits that could
be shared with artists. 1t concluded
that streaming had led to more com-
petition for listeners and musicians,
CMA interim chief executive Sarah
Cardell said: “We heard from many
anms‘uu! wu\mleu .. abuot

The streaming boom enlivened the
music industry, which was in a 20-
year decline, and streaming now
accounts for about three-quarters of
UK recorded music revenues. But art-
ists such as Mercury Prize-nominated
Nadine Shah have said they are not
earning encugh to survive, despite
generating millions of streams.

The watchdog launched its market
study in jamary o look a whether
big record labels or vices

Duren AryosancyShmersiork:

edged that streaming had boosted the
operating margins of the big record
labels. Tt said that while the money
from streaming was shared more
widely than before, more than 60 per
cent of streams were recorded by the
top (4 per cent of artists, who tended
to be signed to the big labels.

Artists could earn about £12,000
from 12mn streams in the UK Tast
year, builessdun 1 per cent of artists

popularity.

such as Spotify held “excessive
power”, The probe followed a report
by MPs on the Department for Digital,
Culture, Media and Sport szlect com-
mittse |hal hlghllghtrd a broken

Butthe CMA concluded that artists’
concerns could not be blamed on high
levels of concentration. Musicians
had more avenues than before to
sha.le t]u-h |nu<n mt]- Ilalvrmx mu‘l

Crypw group
given green
light to track
stolen assets

KATE BEIOLEY,
SIDDHARTH VENKATARAMAKRISHHAN
AND JOSHUA OLIVER — LONDON

A London court baes ordered cryplocur-
rency exchanges including Binance,
Coinbase, Kraken and Luno to hand
aver customer details to a rival opera-
tor to help it track $10.7mn in stolen
funds.

In a ruling yesterday, the High Conrt
aorderad six exchanges, all hased ontside
the UK, to disclose customer data
including names, bank accounts and
carddetails, subject tosome redactions.

The judge said “steps should be taken
before the scent goes colder” to trace
F1.7mm of the money thatwas tracked to
26 accounts, all of which were owned or
operated by one of the six exchanges.
The funds were in digital currencies
including Bitcoin, Ripple, Tether and
Etherenm, The action brought by the
UK b:wed exchange is one of Ll\p flrst

of court rul
mluclp victims of cyber frawd track their
asscts overseas. The name of the
exchange was not disclosed to avoid
“tipping off” the thieves, the rulingeaid.

The UK exchange asked the court to
intervene after it was hacked in 2020. 1t
had initially sought help from UE law
enforcement, but when that proved
Fruithess the group hired crypto-tracing
experts. They tracked $1.7mn to
accounts owned or operated by one of
the six exchanges, lawyers for the UK
exchange told the court.

Courts and law enforcement anthori-
ties are racing to catchup with the sharp
rise in erypto frand. Tn the UK, data
from police unit Action Fraud showed
that the total value of reported crypto
frauds increased by a third in the 12
months to September 2022, Last year,
criminals stele about $6.2bn, according
to blockchain ressarch group Chainaly-
s, up &0 per cent from 2020,

Lawyer Syed Rahman, who repre-
sented the UK exchange, said: “The case
isa huge step forward for those who are
trying to recover assets that have been
taken fraudulently and moved across
borders.”

T"I;en i

uu\\luﬂeﬂ th1t it lnwlsl In-
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UVery SUAGOINE CAsT AN WCST I An cra
of tense US-China geopolitica.

The Canada sale follows similar exits
ofl Lin Ry

BCCAUST Of COMPCHUNenN CONCerns m
cCanada's highly concentrated banking
market, most landers have preferred

Franceand the Us. HSBC tooka $3bn hit
when it sold its French retail network to
Cerberus for €1 last year,

The transaction is expected to be

T.astyear. ENF Paribas agreed to sell
its San Francisco-based Bank of the
‘West to Bank of Montreal for $16.5bn,
Lex page 18
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LY SUUEHE 10 MAKE 8 GCCEnT Iving
fr h vices. Tl i

standable concerns but our findings
show that these are not the result of
ineffective competition — and inter-
wvention by the CMaA would not release
more money into the system that

help artists or songwriters”

fairly. The MPs called on the CMaA o
look into the power wielded by the
three biggest muskc companies —Unl-
wersal Music, Somy Musicand Warner
music — that control more than two-
thirds of the recorded music market,
Initsreport, the regulator acknowl-

LOYAITY [ALES 0N avVerage mag
increased — from 197 per cent in 2012
0255 per cent last year.

The Musicians’ Union said that
“creators and performers need the
market to operate differently or they
simply won't 'I‘re able to sustain
Careers in music .
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he showdown at the world's
biggest iPhone factory in
hina has just become rele-
wvant to the world’s shop-
pers. Waiting times for
Apple’s premium smartphone models
in the US have reached a record, of as
many s 37 days — meaning deliveries
may not be made before Christmas,
according to Counterpoint Research.
Although seemingly trivial, the delaysz
are a telling sign of the problems inglo-
‘bal manufacturing supply chains.
Apple’s main assembly plant in the
ity of Zhengzhou, which makes nearly
three-quarters of the world's iPhones,
including the latest 14 Pro models, is
struggling with worker unrest and
Covid-19 lockdowns. It is far from an
isolated case. Across the country, China
is dealing with one of the most signifi-
cant bouts of protests In decades and a
record number of new Covid-19 cases.
From here, there are two ways for Bei-
jing to react. Authorities could stamp
out further social unrest and stick to
lockdowns, O, there may be a gradual
‘mave towards loogening restrictions to
appeass growing discontent. The more
likely scenario is the latter, with analysts
expecting China to now reopen its econ-
omy fully fram lockdown restrictions
earlier than the previously expected
second quarter of 2025,
“Yet either way, the economic damage

FINANCIAL TIMES

Diversifying production away from China will be far from easy

Is done, Even if China drops its zero-
Covid policy earlier than forecast, the
problem then its relatively low
wvaccination rate. Dus to strict isolation
policies over the past two years, the
number of cumulative cases — and nat-
ural immunity — is extremely low at
0.01 per cent of the population, increas-
ing the risk of an infection surge after
e

opening,
Nearly one-third of China's popula-
tiom is employed in manufacturing. A
sudden rise in Covid-19 cases would
have a direct impact on supply chains,
waorsening a serions worker shortage.
The current looser, and shorter,
restrictions are already estimated to
affect more than a fifth of China’s total
output. An escalation of lockdowns to
more cities for longer periods would
cause a lasting and significant impact on
the global econ-

omy. Two months - A gydden rise in Covid-19

of restrictions this

year in just ene Cases would have a direct
city, shanghai, jmpact on supply chains,

upended global

supply chains for WOFSENing a serious
worker shortage

many months.
Manufacturing
dependence on China is huge. It tops
global output market share for three-
quarters n?ﬂw world’s manufacturing
categories tracked by the UN, from
apparel, pharmaceuticals, chemicals,
computers, and slectrical and industrial
equipment. It also controls more than
&0 per cent of refining and mining of
raw materials for key industries such as
electric car batteries. The risks are
underfined by the fact that Guangzhou
— the country’s manufacturing hub — is
theepicentre of the latast surge of cazea.
S0 it is no surprise that for years,
diversification away from China has
been offered up &s a solution to supply-
chain disruptions. But how easy will

INpracuc ang Conary 1o me myer-
ests of justice to requirea victim of fraud
to make speculative applications in dif-
ferent jurisdictions” in order to track
down their assets.

Binance declined to comment.
Kraken, Luno and Coinbase did not
immediately respond.

that be, even if the will is there? Justa
decade agn, when China was lower down
in the manufacturing value chain and
the imp if its for glo-
bbal companies more limited, this may
have been more of an option.

reow, much of the manufacturing eco-
system, from companents suppliers to
engineering solutions, are st up near
the manufacturing hubs in China. This
cuts costs and makes faster changes and
! hes p But it
manufacturing to ether countries much
more complicated.

There are also not that many plausi-
ble alternatives to China. South-east
Asian options in manufacturing mostly
lack at least one of two factors that made
China into the “world’s factory™: scale
and low Labour costs. Vietnam, which
has a labour force less than a tenth that
aof China, lacks scale. Thailand's labour
cogts are higher. India’s manufacturing
output s one-tenth of China.

Extra labour and logistics costs from

wonild also g the
business medel of many of China’s man-
1f which relies on thi

margins. The iPhone maker Foxconn'’s
was helow 2.5 per cent last year, while
peer Pegatron’s were 1.3 per cent.

More critically, China has become the

consumer market outside the US.

for an increasing number of industries
and companies. For groups from Tesla
and Apple to Samsung, moving produc-
tion closer to the market helps curry
Favour with Befjing to overcome barri-
ers to foreign business,

Disruptions look st tolast far beyond
Christmas. Many companies are already
too entrenched to make significant
changes to operations. Political risk and
supply shocks should now be planned
For asacostof doing business.

june poon@f.com

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 11%2F 30&ts=20221129202619&uq=20221117085301

7124



2022/11/30 19:55

All pages from Financial Times (Asia), Wednesday, November 30, 2022

FASHION MATTERS

Unravelling the big stories in style

Fashion Matters is the new FT newsletter
on the intersection of business, culture,
politics and style. Authored by Fashion
Editor Lauren Indvik, it offers frank
analysis on a multi-trillion dollar industry,
from how actors are launched on the red
carpet to the shopping habits of luxury’s
top-spending clients.
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Juventus chair Agnelli and board resign

La Liga calls for sanctions
amid scrutiny of salary
and transfer accounting

SAMUEL AGINI AND OLIVER RALFH
LONDON

Juventus has been plunged into crisis
after the entire board and the chair of
the foothall chub quit amid an investiga-
tienintoits finances.

Exor, the holding group through
which 1taly's Agnelli family controls
Juventus, said yesterday it would
appoint Gianluca Ferrero, a corporate
adviser and auditor, chair, repl

Nedvid, stepped down on Monday
evening, “having considered the cen-
trality and relevance of pending legal
and accounting issues”, the club said.
The accounting of players’ salaries
and transfers has been under
scrutiny from prosecutors and Taly's
regulator since last year, The club

The departing board “considered [it]
to be in the best social interest to
recommend that juventus equip itself
with a new board of directors to address
theseissues”. A

share new financial statements for the
2021-22 season. The club had “nbtained

denies wrongdoing. new legal and accounting from
The news has rippled through Euro-  the lndependent experts . . . o assess
pean football, with La Liga y d , the fator] Consob”,
«calling for authoritics Izom:’lgme Emnaldl’-‘mmlud “the required
ing sanctions on uventus. iich aswellasagan-
league has previously camph]ned to Mnepzs&imfwﬂwﬁanmmdnh"

Uefa and afleged that Juventus had
breached regulations. La Liga did not

Andrea Agnedli. T*he Tuventus board,
including vice-chair and ex-player Pavel

call for a specific punish bt anc-
tions typically refer to points deduc-
tions or bans from competitions.

Juvenius, which hacked the European
super League, has suffered a fall from
grace on and off the pitch. AC Milan
won Serie A last season and Juventus
has recorded hundreds of millions of

«euros of losses since the pandemic hit.
Shares in the club are down more
than 40 per cent in the past year. UK
fund manager Lindsell Train is the big-
gest sharcholder apart from majority
owner Exor.

After probes by the public proseci-
tor’s office in Turin and Consob,
Juventus has had to change the way it
his accounted for player payments for
the financial years ending June 2020
and June 2021, Players had agreed to
waive part of their salaries because of
covid and later agreed “loyalty™
bonuses.

Juventus said that Consob had deter-
mined that the club had failed to pro-
vide “adequate evidence” to show the
“reasonableness” of the fair value

ascribed to playersin certain transfers
with other clubs.

Juventus recorded a net loss of
£254mn in the 2021-22 season, bringing
losses in the three seasons affected by
Covid to more than €550mn. Last year
the group raised £400mn from share-
Tolders,

Juventus
36 titles since 2020. Having l‘nished
Imnhalaﬂslkawmson , it Is thilrd this year, 10
wﬁl;\!elhwasmafﬂlumﬁlmmafﬂe
European Super League, a competition
that would have guaranteed places toa
select group of chubs in the region.

Juventus shares closed down just
under 1 per cent in Milan yesterday,
Seelex

b add b 1

Nestlé chief
acknowledges
miscues over
acquisitions

JUDITH EVANS

Mestlé has acknowledged two acquisi-
tion missteps, baginning a review ofa
peanut allergy medication purchased
for $2.6bn two years ago and spinning
out a meal kits business in a rare
admission of mlsludgmmm by chiel
executive Mark Schueider.

The largest food manufacturer said it
would "explore strategic options” for
Palforzia, a peanut allergy treatment
that Nestlé acquired with the purchase
of Aimmune Therapeutics in 2020.

The review follows “slower than

Biden is raising pressure on

Europe and Japan to fall in
line, savs ASM International

ANNA GROSS — BARCELONA

The head of Europe's second-largest
semiconductor equipment maker has
warned that the US is turning up the
heat on its allies to ensure key global
chipeompanies fall in line behind Wash-
ington's tough export controls on China.

Benjamin Loh, chief executive of
Dutch-listed ASM International. which

Technology. China curbs

Dutch chip gear maker feels heat from US

expected adoption by patients and
i scanals” of the frest-

ment, which is made with small
amounts of peanut powder, Nestlé said.
Treould result in a sale or partnership.
The acquisition of Almmune
d Nestlé's + healthcare,
which is Schneider’s background: he
jeined the group from German health-
care company Fresenius.

Nestlé has also agresd to spin out
Freshly, a meal kits business acquired in
2020 In a deal valuing the start-up at
EOS0mn. umbaqghtas cm-ld 19-em
restricti
of meal kits, which has now faltered.

Freshly will be merged with Kettle
Cuisine, a premium food manufacturer
owned by private equity group I Catter-
ton, feaving Nestlé a minority stake.

Nestlé did not disclose the ﬁnauclal
terms of the deal but said Freshly “has

A meal kits business will
be spun out while options

ara to ha avelasad e a
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Jovak for the prod
of semicomductor wafers anddlii:s, said
the US was “putting a lot of pres-
sure . .. to make sure that the Dutch
government and the Japanese govern-
ment follow aswell”.

5 He adldedi “The Us g«_vernme:ns is

eral thing going forward because they
need to stop ever}fbodr [selling high-
end tools to China]

Loh's comments come as Alan Este-
wvez, the top US commerce department
official for export controls, and Tarun
Chhabra, the White House National
Security Council official who drove the
processtoimp |
October 7, prepare to hold talks with
Dutch officials in the Netherlands this
week,

All pages from Financial Times (Asia), Wednesday, November 30, 2022

access to crucial US resources would
make it “very difficult for Chinese
advanced fabs to continne going for-

The U5 export controls, which bar
American from

critical chip manufacturing tools to
China and prevent “U3 persons” from
providing the country with direct or
indirect support, have immediately
chip tonlmale-
ing companies: Applied Materials, Lam

President Joe Biden’s administration  Tougher going:  isaccurate, Loh said, but “in hindsight it
hasbeen trying torcachatrilateral deal  the USis is, maybe, not such a bad thing — being
with its allies for well over a year, aspart  attempting to very conservative — becanse 1 think we
of its strategy to make it much harder  cutresourcesto  havenotseen the and of thisyet”. ward”.
for China to develop advanced semi-  China’s smart Laoh said its Chinese customers were
conductors needed for military pur-  chip makers . l the dif-
poses, but failed 2 ferent places” rbeymededmhlﬂddnir
intime, planned manuf; lines,
ASMI is one of two major chip teol- E\'Enlfthe)'mulumntel}':bletu
makers in Europe, alongside Dutch buy more equipment than
group ASML, which is Europe’s largest from ASMI, Loh added, the lack of  hort the three biggest US
and most p In the
chipsector. | Netherlands semicond i makers hand KLA

This month, ASMI issued the most
severe estimate of the hit from the U5

Share prices rebased

But they have had mnchlessimpar:t
Ther two non-1

export.controls of amy major
chip  warning it would affect
about 40 per cent of sales to China,
which has grown to account for 16 per
wentof group revenue.

“china is not 2 small amount of cur
business but at the same time it's not
something that will kill us,” Loh sajd.
noting that ASMI's “sizeable
in Arizona in the US made it more
exposed to Washington's sanctions.

The toolmaker, which receives more
than half of its revenues from sales of
equipment for advanced chips, is still
assessing whether the cautions estimate

the global market — Tokyo

Electronin Japan and ASML.
Estever last month sald US companbes

wanted “fairness”, which in the caseof

meant  “multil

export contrals. “We intend to give
them that as well so that it's fair with

The lack of
access to
crucial US
resources
would make
it ‘very
difficult for
Chinese
advanced
fabs to
continue’

n recent

their competition across the globe,” he
adided.

ﬂnkeadedm'lhmhm but

¥ z

that timeline

15 overly op

and, particularly, The Hague,

LU L CA LU LU

peanut allergy treatment

not driven the scale or performance we
had hoped for” after “dramatic shifts in
the external business environment™.
Westlé disclosed the Palforzia review
and Freshly merger as it held an inves-
tor seminar in Barcelona but said it had
made a net annual retarn on acquisi-
tions since 2018 1land 13 per
cent, *with a large majority of transac-
tions at or above their business plans”.
schneider has become a well-
leader in the consumer goods
industry since he took over as chief
executive of Nestlé in 2017 and began a
shift of about a fifth of its portfolie into

high-growth areas.
Nestlé's stock suffered a 2 per cent
Duhchfurugnhadtmchsdt This came d.ealllc the company,
reinemacher has in recent days sug- | which makes brands inclnding kit Kats,
gslniﬂnushm:dilﬁnﬂl battle. Mescafé and Milo, upgrading its sales
the Dutch parli last | guidance for the year, saying it now
week, schrei her said the | expected like-for-like net sales growth

Netherlands had to “defend our own
interests”, which she said included eco-
nomicinterests.

In an interview with a Dutch newspa-
per this menth, Schreinamacher said
the Netherlands would look at the chip
market with "a more critical eye” but
warned it would not just “copy the

of & w!jpereem, up from & per cent
projected in

Sdmﬂuwldmmﬂn outcome
aof the Palforzia acquisition was “very
vexing tome” after “we wera drop dead
certain there was an unmet medical
need — it was as close to a sure thing as
we could get . . . but we had to accept

Her comments marked the ﬁ;st time
the Dutch government has even indi-
rectly referred to the negotiations it has

Nestlé’s health science division will
now focus on consumer products and
medical nutrition rather than expand-

One person familiar with the US talks
with the Dutch :\ndll\eppm!nexxld the

Eidenad ito

1 Tt i .
e 5
Bk 1 =T

to beara fi relat-

ml.ﬂnga Irﬂmral agreement between

"we ve Dlwiumshr seen the [recent]
cormuments from Lhe Dmm. lwou]djua.

say that th

tionsgeing on,” smd\‘hepm
Additional reparting by Javier Espinoza in
Brussels.and 1 London

ingto Palforzia.

estlé’s “pruning of recently scouired
businesses was something we consid-
ered a risk: when a company moves at.
speed and tries to innovate rapidly,
tberewﬂibeatlemptslhxlfaﬂ" said

S04 Lex

Technology

Disorder at Foxconn factory in Zhengzhou threatens Apple’s 14-quarter growth streak

PATRICK MCGEE — SAN FRANCISCO

Apple risks breaking a 14-quarter
streak during the holi

period as chaotic conditions at its
assembly plant in China hit iPhone pro-
duction, marking the company’s big-
gest supply chain challenge since the
onset of the pandemic.

ings estimates after the group issued a
rare waming on November & that man-
ufacturer Foxconn's factory in
Zhengzhou was experiencing “signifi-
cantly reduced capacity” of high-end
IPhoneMP‘m:u!‘dPro.Maxmo:kls.

#Ebn, to $122bn, suggesting that reva-
nues will fall $2bn short of the $124bn
reported a year ago. This would mark
the first year-on-year decline in amy
quartersince earty 2019,

The situation at the iPhone mega-
factory — known as “iPhone City” —
remains volatile after some of the
200,000 workers at the plant clashed
with security forces over i
honuses .m:ypnnr living mmlizinms
lastweek.

“Apple’s biggest challenge is they can't
diversify away from China fast enongh,”
sald Tom Forte, analyst at T Davidson,
an investment bank.

duction to its other plants in China but

"as struggled make up for the shortfalls

from Zhengzhou, as wait times for the

devices have almaost doubled to 37 days

from a month ago, according to Coun-
Research.

©On Menday, Evercore ISI cut its
s by

quarter ¥

Wednesdey 30 November 2022

More than 95 per cent of iFhones are
China. and eff dhver-

sify to India, Erazil and south-east Asia
are expected to Lake years,

The production disruption comes
after Apple navigated the pandemic
well, boasting three years of record
profits. But the problems at Foxconn
caused by Beijing's strict pandemic

restrict left Apple vulnerable.  $32.5bn, to bank aid: “Thegnod Iyst Amit pro-
‘The p lslosl.ngan d  pooledby Alph: have elevated demand. The problem angsupplymnmmnf:mnsnm
$1bnaweek nlostiFh accord- o' important  everyone else has isthey b ch
ing to Wedbush Securities, a financial  quarter mexpeﬂedmbennﬂhnf productand can't sell it. i said i
services group. $128.5bn six weeks ago but analysts now “The most damaging headline for  China against zero-Covid policies could
iPhone production is estimated tobe  expect growth of just 1 per cent to  Apple would be that nobody wanted the mnshhzmtulessdemandmﬂhmma
$125.1bn. That estimate is likely to fall  new iPhone. That's not wh fi

constrained by up to 8mn-10mn units,
d ufits to
shrink 6.2 per cent this quarter to

in the coming weeks as more banks

waorkers clash

with security

I’orces during
at

the plant s

* FINANCIAL TIMES

Apple did not respond to requests for
comment.

The cmtﬁian)f *s shares have fallen
21 per cent

‘There is no guarantee that the labsur
issues will be resolved as Befjing locks
down cities to contain a record number
of coronavirus cases. Risks of a more
sustalned d!mpﬂon have ntcreased
affter Foxc

nearly one fifth
of Apple revenues, “Protests in China
against the lockdowns are growing, [so]
it's entirely possible the situation gets
worse and actually hurts end-demand

in China.”
Forte said [Fhone buyers typically
ostponed their purchases rather than
choosing a rival product. While he is
uarungfmmlslorme holiday period,
them for the. quarter,

to workers to quell Iheviolmpmtau.
Thousands of newly recruited workers

However, that assumed production
woulkd return to full capacity, he added.

took the offer and left the Zhengzh
plant in recent days, making it maove dif-
ficult to repopulate assembly lines.

“We think [the Zhengzhou factory]
has been operating at 60-70 per cent
utilisation for nearly @ month,” said

“How much
the March quarterand how much is lost
revenue?”

Additfanal reporting by Ryan McMarrow
in Begjing
See Markets
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Spotlight on state of
the banking industry :

Top sector figures speak at FT summit on outlook for their
institutions and how to ease burden on distressed clients

1 has been another

adit T o 2Tl

and

challenging year for
The invasion of Ukraine by Fus-
zian president Viadimir Putin in
February sparked an energy crisis,
causing inflation to soar and adding to
the pressure on their most vulnerable
cummers, many still reeling from the

'wa' maamnﬁu! rate rises from
oem'al bmksfomwed Tapidly, bringing
Interest nCome on
loans and more trading revenues for
investment banks operating in volatile
markets,
However, higher interest rates come
alongside the danger of surging loan

safest bormowers.

on the first day of the Financial
‘Times’ annual banking summit yester-
day, some of the Industry’s top execu-
tives spolke about the outlook for their
institutions and about how they plan to
ense the burden on distressed dlients
and address another year of disappoint-
ingshare price

Charlie Nun, chief o Liayds, warned
that the UK political chacs cansed by ex-
prime minister Liz Truss and her chan-
cellor Kwasi Kwarteng's disastrons
“mird™Ruodget had hurt the credibility
of Britain

Andrew Griffith, the new UK City

minister, said that he wanted to allow
more risk-taking by financial busi-
mnesses in London and outlined some of
the policies that the government was to
unvedl next week as part of its Rig Bang
20.

aAnother highlight was former Credit
Sulsse boss Tidfane Thiam speaking for
the first time about his time at the Swiss
lender.

He defended the dacisions that he had
made on risk management and cultare,
and hit out at the prejudice and racism
that he said he had received as the first
black CEC-of a major European bank,

The sammit continues for fwo more
daysin London.
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Charlie Nunn

Lloyds chief warns over
UK political uncertainty
and regulatory costs

The chiaf executive of Lioyds Banking
Group has warnad That political
uncertainty. reguistory costs, and a
lack of focus on competitiveness in the
UK aro holding back intemnational
InvesTmEnT I the country's banks.

“There Is narvousness al the
moment about the UK . . . around the
lack of stability that we've had” sald
Charlia Munn,

Hunn visited US investors in the
wake of former chancellor Kwasi
Kwarfang's “mini” Budget and found a
“significant drop-off in certainty”. He
heard “concerns about the UK as an
Investmant thasls™

The Linyds boss said divergent
EConamic prospects between the US
and the UK — Including on
productivity growth and balance of
frade — would hamper invesiment in
the medium ferm.

Tha LK financtal ctor had

Nunn said Its fargets — Including
adding £1.5bn 1o revenues by 2006 —
were “very achievable”, even with the
darkening economic outiook.

Shares in Lioyds have fallen almost
& per cent so far this year and have
declined almost 30 per cent over the
past five years.

Hunn also said Lieyds, which is the
UKs largest mortgage lender, was
talking o regulators about moasuras
10 SUPPOI homeswness.

While the majoriy of Lioyds
customers wese concerned about the
cost of Iving crisls and challanges It
would pose in 2023, Munn said only 1
per cent were at present unable fo
make ends maet,

Strategies discussed with the
Financial Conduct Authority include
axtending terms on home [oans to

%(‘.1’(’.‘ IS NCrvousness
atthe moment . . .
around the lack of
stability we've had

sufered a longer-Term discount, he
sakd, caused by farge fines — such as
the £790mn in charges Lioyds took
last year relating fo historical fraud at
HBCS, which it owns — and a focus on
restructuring and implzmenting
regulation over The past 13 years.

“Capltal investments have gone fa
those things rather than innovating
and driving growth,” said Nunn

Ha sakd omphasis on
compefiivenass In he Financial
Services and Markets bill was
welcome, saying It “hasn't been the
focus of the last decade”.

Nunn sald Lloyds was not going o
“take advantage” of the lifting of the
bankers” bonus cap, “uniike other
financial services companios™.
Barclays, which has a substantial
Imvestment bank and a large New
York-based workforce, and HSBC,
which employs most of 15 staff in Asia,
pain more from the remaval of the cap.

He unveiled his £4bn growth
strategy for Lioyas in February, affer
years of retrenchment under previous
chiaf axocutive Antini Horta-Osdrio.

SUPPOTT CORSUMErS STrugaling 1o keep
up, or swhiching fo interest-anky
morfgages. While morfgage rates have
fallan as the market has stabilised
following the *mini® Budpet, barrowers.
face far higher rates than a year aga.

Lioyds forecast “a relatively mikd
recassion for most of next year”, he
=said, with only 31 per cant fall In GOP,
unamploymont reaching 5 por cont
and Inferest rates paaking af & per
cent.

"It 15 an unusual recession to have
employment still strong but have tight
labour markeds, which means a
difficult time for consumers and
businasses, but not an axtrema
recassion,” he said

‘The crisis among pensicn funds
using labilthy-driven nvestment had
had a “very modest” impact on the
banking sector, said Nunn, Volztility
was friggered by the *minl” Budget,
which caused turmail In gitts, forcing
some funds o ralse cash urgantly,
Slddbarth Venkatsramakrishnan
and Staphan Morris

All pages from Financial Times (Asia), Wednesday, November 30, 2022

Barclays boss focuses on
winning round investors to
investment bank's merits

«considared to ba mora volatile,” ha
said. *We can always spend more fime
explaining how the performance s
genarated and make it claar why it iz
susralnabla which we will be doing”

The chief exacutive of Barclays says
b s b cdo a Batter Job convindng
invesstors of the merit of the
inuestment bank as its share price lags
behind rivals.

C5. venkatakrishnan, in his first
InTerview since he announced he
would undergo traatment for non-
Hodgkin's lymphoma, also said ha
naedad o and sefi-inflicted scandals
at the British bank's largast division.

Venkataknshnan sakd one raason
Barclays suffared a discount fo s US
peers was “the degree fo which our
Investors in the UK understand what
an Invastmant bank i That ks on us,
wehave got To explain It batter” ha
said.

Eamings at the bank's advisory and
Trading division have dramatically
improved during extended periods of
volatility caused by Covid and the war
In Ukraing, halping push net profir to 2
racord £6.3bn last yaar.

Most recently, revenues from fxed-
Income trading doubled In the third
quarter and Barclays vaulted Credit
Suisse — which Is spinning off Its
advisory unit — to fake the number six
spot globally In laague table rankings.

But Barclays share price has
continued fo fall. It has lost 20 per
«comt this yaar and trades ata &0 par
«cant discount to the book value of s
as5ers,

‘While some of this can be blamed on
asteep plunge after the Russlan
Invasion — and Capital Group selling
£000mn of stock as pari of a wider
move out of Eurcpean banks —
consumar-focused UK paers such as
Licvds and Natwest have Tared befter
over the same pericd, despite having
lass diversified earnings and rabying
o ane country facing a recessian,

“AS you ean Imagine, this is
guastion on which my colleagues and |
rack our brains about quite
bt Humber ane, there Is always a
discount attached to an mvestment
banking business bacauso It s

also said a clerical

error that caused Barclays to
Improperty offer for sale $T77bn of
structured financial products was a
“deeply, deeply embarrassing
mamant” that had alse had an Impact.

“Without doubt, what happenad
with The over-Issuance of securfies
this year hurt us” he sald. “We need
nat have had this internal foof fauht?

Venkatakrishnan also pointed toa
“fairly generous® dividend and
buyback palicy that he planned fo
confinue as incantives 1o investors.
“Performance is what we
«contral ... The stock price s the

“‘Without doubt, what
happened with the
over-issuance of
securities hurt us’

oulput and | am confident that I will
follow,” he said

Venkat revealed on Monday that he
wauld b treated for the lympnoma for
the next 12 to 16 weeks.

“Nobody likes fo hear this diagnosis
and, unfortunately, it is all foo
common,” he said, My freatment
=won't ba 2 pienic in tha park, but it
will allow mo to be continually and
actively engaged In The bank, which |5
‘what rd like In an appropriate way.

“The advantage of working in a
large organisation thesa days is that
we offer a lot to employees, when you
‘g0 through ups and downs, in sickness
and In health, you can refy on your
collaagues and Institurion 1o help you.
Mow, a5 a personal matter . ... | will be
the proof point of this propasition.”

Venkat Took over from Jes Staley In
Novembar tast year affer Staley was
forced to step down amid a UK
regulatory probe Info his relationship
with Jeffrey Epstein. Staly Is
appealing against the decision.
Staphen Morris

Tidjane Tt
Former head of crisis-hit
Credit Suisse reflects on
and defends stewardship

o

point. it will fake 3 lof of confinued
effort fo deal with those issues.”

In a wide-ranging interview, Thiam
gave his views on topics from the:
racist freafment he felt he racelved In

Former Credit Sulsse chief executive
Tidjane Thiam has defended his
record af the Swiss lender. despite the
litany of crises that have hammened
the hank since his departura.

The shares hit 3 30-year low
yesterday, extending thelr cecline 10
more than 35 per cent since the bank
announced 3 radical restruciuring and
SFrabn (54.20n) capltal ralse last
month.

A year affer Thiam lefr Crodir Sulsse
In 2020 following 3 damaging
corporate espionage scandal, the bank
was forced to close $10bn of supply
«chain finance funds linkad to the
defunct Greensill Capital,

it was also hit with a $5.5bn trading
loss — the biggaest In its 166-year
history — tied o the implosion of
Family office Archegos.

“I was extremely tough and I'm
quite prowd that nona af that
happened undes my walch,” sad
Thiam yesterday in one of The first
fimes he has talked publidy about his
Turbulent five years 3t the fop of
Cradit Sulsse,

The bank's lax culture of risk
maragement has frequently bean
blamed for its failings — including by
former and current chairs Anténic
Harta-0sério and Axol Lehmann.

But tha &0-year-old Insisted he had
Identified This as 3 problem and tried
o address i, pointing to his comments
In 2015, his second year in charge,
whan he called for a “cultural change”
at the bank after it wrote down
hundreds of millions on its disfressed
deit holdings, which he claimed
Tradess hid Trom him.

At the time he sald. “rm mnl'ldent

o the “good value®
currently to be found In Investing in
The Spac markef,

Thiam was the first black chief
axecufive of a big European bank and
Credit Sulsses largost sharchaldar,
Harris Associates, has claimed he was
avictim of racism.

The bank apologised to Thiam in
2020 following 3 raport in the Mew
Yok Times that Included defalls of &
party fo celebrate former chair Urs
Rohners birtmday where Thiam was
present and a black performer dressed
up 35 a janitor and other guests wore
Afro wigs.

‘1 was extremely tough
and I'm quite proud that
none of that happened
under my watch’

“People who are prejudiced say, oh
he s playing the race card.” sald Thiam
at fha Banking Summit, “Cartain
sagments of the German-speaking
press in Zurich . . waged a very foxic
and very effective campalgn sgainst
ar

Since leaving Credit Suisse, Thiam
has focused an 2 ranga of Inforests,
including setting up 2 Spac, taking
advaniage of 2 boom In.a market that
has since imploded amid acousations i
offers poor returns for Invesfors.

He dafendad the blank-chaque
investment vehicles, saying they
currently offered good value fo
Investors. “Terms are being
renegotiated and | think that people
who are going info Spacs now will

that we have g

T fry and ensure that this nevw
happens again ... [but] | ean never
Say Never”

“Cultural issues can ba resolved
overnight,” said Thiam, “We did what
we did during five years. But [it takes]
mare than five yoars to roach that

Banks

Dublin ready to loosen cap on pay and bonuses imposed after financial crisis

JUDE WEBBER — DUBLIN

The Trish government s loosening the
strict capson bankers” pay and bonuses
imposed after the financial crisis, as it
dismantles a regime lenders say has hit
their ability to attract and retain staff,

Finance minister Paschal Donchee
announced the steps after a year-long
review of the retafl banking sector that
the government was forced to rescue
more than a decade agn. Under the pro-
posals, banks will be allowed to pay
bonuses of up te £20,000 as well as
oﬁ\e hengﬁts such as health insurance
= il I | banmed

In addition to the bonus payments,
Bank of ireland, which was the first of
the banks to return fully to peivate own-
ership this year, will nolonger be subject
03 €500,000 cap on executive pay.

AlBand Permanent TSB, rival lenders
th.'u are still majority state-owned fol-

their rescue, will be allowed to
abandon the pay cap once the state’s
stake falls below a threshold to be set by
the government. The state owns 57 per
centof AIBand 62.4 per cent of PTSH.

Donohoe declined to spell out that
threshald, saying it would depend on
market cnndll.wns and to do so now
ik Aomibtin

‘While he acknowledged the sensitiv-
ity of relaxing the rules during a cost of
Tiving crisks, he said it was vital to be able
o recruit and retain staff, particularly
since KBC and Ulster Bank are in the
process of leaving the Trish market. Falf
the workers at Bol, ATE and PTSE earn
lessthan €50,000, be said.

“We are experiencing challenges in
getting the right people into the three

banks,” Donohioe told a news
conference. “Ome-third of those who
leave these three banks indicate that
pay is an issue and, for those who leave,
40 to 45 per cent of them go to other

employers who pay bonuses.”

* FINANCIAL

Eol hasbeen lobbying against the pay
cap, although its new chief executive,
Myles 0°Grady, secured an exemption
that allows him to be paid nearly €1mn,

Bol welcomed the move and said the
first bonuses could be paid in 2024,
‘based on 2023 performance. Nedther the
Eol, nor the other banks, had immedi-
ate comment on how many staff conld
benefitor how much thatwould cost.

Pearse Doherty, finance spokesman
for sinn Féin, called the change “a ldck
in the teeth to struggling honseholds™

Eol was fined a record €100.5mn and
AIR €9 7mn for refusing to give cus-
tomers access to cheaper

that tracked European Central Bank
ratesin anindustry-wide scandal dating
hack almost twodecades.

“[in] the year that has seen record
fines issued to ATE and Bol for their part

d money” he sald.

Asked aboul his thaughts on Credit
Sulsse's share price, Thiam said he was
saddenad by the bank's plight and falt
“no schadenfreude”.

Credit Suissa chair Lahmann is due
to spaak at the summit tomorrow.
Owan, Walkar and Stophen Marris

dal . . . that the parting gift of the minis-
ter for finance is to tell the senior execu-
tives in . . . all banks that there will be
T Py Cap restrictions into the firre —
lmhmusmedea.fmlhemdalmat
" Doherty told RTE Radio.
The Banking & Payments Federation
Treland called the changes a “welcome
sl.ep"mdsmdhaduhadnnderwle
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Bankman-Fried's exchange
showered employees with
costly perks before collapsing

HIKOU ASGARI AND JOSHUA OLIVER

‘When crypto exchange FTX moved its
headquarters to the Bahamas from
Hong Kong last year, employees
discovered that Amazen did not deliver
tothe island.

They quickly found an alternative,
striking a private deal with an air carrier
to fly their orders from a Miami

FTX's airmail programme, which was
descrlbed 1n lmemews with former

COMPANIES & MARKETS

Crypto. Internal supervision

‘It just kinda went crazy’: lavish FT'X
spending highlights lack of controls

https://digital.olivesoftware. com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc= FTA%2F2022%2F11%2F30&ts 20221129202619&uq 20221117085301
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EMPIOYEes, INSTFATES Te 1AVISD PETKS
that Sam Bankman-Fried’s crypto
exchange bestowed on its staff before
it collapsed into bankruptcy this
maonth.

The freswheeling spending clashes
with the public image portrayed
by Bankman-Fried, the one-time
billionaire wha is known across the
erypto industry asjust “SRE”.

Bankman-Fried said his motive in
building FTX into a $32bn digital assets
behemoth was to maximise the amount
that he could donate to charity over his

Yet behind the grand promises was an
environment where employees’ every
meed was catered for and where a circle
of senjor executives in their late 208
and early 305 splashed millions of
dollars on everything from travel o
sporl spansorship deals and uxury

A Lu:k of internal controls that are
typical of large financial companies
meant FTX's spending went largely
unchecked, according to former
employees and filings in the group’s
Delaware case,

“[it was] kids leading kids" said one

1 ol e

Havinga ball:
s

FTX
spendthriit
culture was
underscored
by a$135mn
deal to secure
naming rights
for Miami's
baskethall
stadium — Fumes

former emy P
was idiotically inefficient but equally
mesmerising,” they added. “L had never
witnessed so much money in my life. 1
don't think anybody had, including
SHE”

4 §135mn deal to secure the naming
rights to Miami's national basketball
stadium underscored the firm's

in company Slack messages, asking
whether it would really bring in new
value for meney.

“Theywere never overseeing . . . how
much return we were actually getting,”
sald one former employes involved
in marketing, referring to senior
management. “No one was really
following up with “what next” after you
got the deal”

1 the Miarni deal

Cmcemsdmulvahlefw money from

m-re hmshed off by Bankman-Fried
and the company’s top executives, this
personsaid.

Bankman-Fried or ane of two other
executives signed off hundreds of
millions in spending on sponsorship

“It just kinda went crazy,” the
employee said. “If Sam said OK, it was
goodto go. Regardless of the amount

John Ray, the new FTX chief exacutive

All pages from Financial Times (Asia), Wednesday, November 30, 2022

leading the exchange through the

bankruptcy, said he had never seen Inner circle of ‘SBF” Nishad Singh

“such a complete failure of corp Key fig Incharge Singh graduated from the University

controls®, at failed platform of California, Berkeley, and worked at
Ray said in filings: “The [company] Facobook befora joining Alameda

did not have the type of Research a5 director of enginearing.

controls that | belicve are appropriate Sam Bankman-Fried Hebecame a key member of

for a business enterprise,” adding that The san of twe Stanford law Bankman-Fried's Inner circle with

COMPANY MONey Was spent on buying peofessars, Bankman-Friad took 3 job former employess saying that he

homes and personal items for FTX a5 3 Jane Siraet frader after controlled much of the company’s

advisars. graduating in physics from MIT. code. In a blog post, Bankman-Fried

“There does not appear to be
documentation for certain of these
was recorded in the personal name of
these am, and advizsers” he said.

FTX spent at least $300mn on real
estate in the Bahamas, lawyers for the
company told the US bankruptey court
last week.

“Most of those purchases related to
homes and vacation properties used by
senior executives,” they said.

The property portiolio 1m:luded at

multimillion-dollar

He left wall Street to work briefiy at
the Canire for Effective Altruism, a

said that he met Singh because the
young coder was a high scheol friend

philanthropic initiative. But Bankman- | of his brother.

Fried quickly bacame fascinated by A former employes sakd that he was
the prica gaps on diffarant crypto “super productive and coded all tha
exchanges in Asia He made his Nirst Time. viery soctable and Triendly,
millions Taking advantage of thesa everyone loved him.

Inefficiencies through the trading firm

he founded, Alamada Research, He Caraline Ellison

later founded FTX, A Stanford graduate, Ellison mat

Former employees describe “SBF” as
an object of cult-lika loyalty. “Everyona
employed at FTX was obsessed and |

Tt

Teast six
at The Bahamas’ loxury and
exclusive Albany complex, including
the penthouse where Bankman-Fried
lived with his inner cirde of executives,
am:uﬂ.lumm:dssaenbymzn

Fried decli i

5 "

woung, the principlas were.

rovalutionary, the ideas wore goldan.
He was The richest 29-30 year old on
Earth. Who was 1 o challznge that™

Gary Wang
Wanﬂ. FTi's d|lefied|l!ﬂ|ﬂw UHI@(

mpany sspending.
“The perks enjoyed by
the now-collapzed en:hmgz Induded
food 24/7in the
“in addition to the free groceries,
barbershop pop-up and biweekly

Fr;a]so provided Bahamaru staff a
“full suite of cars and gas covered for
all empl [and] unlimited, full

mat Bankman-Friad at malh:camp in
high school and they continued thei
Triendship 25 robmmates at MIT.

A former employes sald that they
“had thelr own language”. Wang was
an tsolated figure but a prolific cader, \

“Gary definfiely had oot access to

expense covered trips to any office
added.

Staft at FTX US, ite separate arm for
the American market, were allowed

rthing tech,” said 3 former
employee, soding: “Gary woukd start
mast new projects by himself . .. He
did no managamant”

F—

*.\‘ Py

Caroline Elison was in charge of
running the trading firm's systems

Bankman-Fried at Jane Street bafore
Joiring Alameda, Her co-CEC, Sam
Trabucce, In Al said that Ellison was
in charge of running the frading firm's
systams while he led trading strategy.
Formar amplayaes 2y Ellison and
Bankman-Fried had been romantically
Invalved over the past elght months.

%200 a day in DoarDash food delivery
credits.

Alameda Research, a crypto hedge
fund founded by Bankman-Fried, also
owes §55,319 to the Margaritaville
Beach Resort in Nassau, which was
founded by U8 musician [immy Buffett,
according to bankruptey filings this
week.

A "Wha's To Blame’ margarita at one
of the resort's hars costs $13.
Bankruptcy filings describe a
haphazard expenses system,
“Employees of the FTX Group
submitted payment
an online ‘chat’ plattorm where 2
disparate group of supervisors

n‘él}pﬂsumﬂsedemu}ls,")’!ayaid.

Bankman-Fried’s companies also
extended loans to executives, bank-
rupkcy filings show.

His trading ﬁnn. Alameda Research,
loaned $1bn lo Dankman Fried
himself. $54%mn b
wNishad singh and $55mn to Ryan
salame, co-chief execative of FTx
Digital Markets, its entity in The
Bahamas.

salame, in addition to his role at FTx,
bought four local restaurants in the
western town of Lenox,
near where he grew up, including the
0Olde Heritage Tavern and Swaet
Dreams bakery.

Recent alumni of Bankman-Fried's
crypto shops also splashed out on
big purchases before the groups
bankruptcy.

Sam Trabucco, former co-chief
executive of Alameda, bought a boat
shortly before stepping down from his
jpost in August, only months before the
trading firm collapsed. He named the
boat “Soakemy Decks".

Commod

LME claims $20bn nickel trade chaos
threatened to tip it into ‘death spiral’

Itles

Invcstors bet protests will prompt

Beijing to loosen Covid-19 curbs

HARRY DEMPSEY 1 ly™ by dingits h k hwere law- | HUDSON LOCKETT — HONG KOHG rout, according to Financial Times  instead reaffi i hesh
L Hing th il ful and made in the interest of the mar- _ calculations based on exchange data, term,
The London Metal claims o Investars are shifting into Chinese
that 520bn of margin calls would have d:fl;::::: has mﬂgmm] f‘?rlh'? m’l‘;’;ao“::'lfl = e stocks on bets widespread protests “Eade“mm:yw sald thtbu‘j&lﬁ b ol Lelmfmonﬂ)le‘wgm
led to the simultaneous bankruptey of Sl T e umd:y v v m'mh‘: when against the country’s Covid-19 policies . -0 1 r{“ S i
multlple clearing members and cre- T T, L will prompt Pmmdenl X;i_llnmugldm T bl SR
ic market risk e world's
to suspend trading, which would have Ihree ‘members missed initial margm inat least ladﬁesaﬂmsdlm& urml tlmvmerda rally followed a pattern
:j;:"'*“"*mm a $470mn lawsult fedhe need 3 call due for payment by 9asm and mar- ”Wld*’meﬂmmy wmmm,mmapm:gnnm e ﬂlmug,llpl‘sout it year
b ofmicked trardes i Mardh, LME said: “Elliott’s and Jane street’s  gin by47bn— | A investors  in Uromai, Xinjiang, widely blamedon i whith mmdpa.at.e‘d rel::xnﬂo:n of
grounds for complaint have no merit the LME still deemed the market to be | in China’s mainland stock market and  coronavirus restrictions. P 3
In court documents its case  and are based ona misun-  orderly. It belw\wed there were J.egm- mmmthzmm'y‘seqm.ty Helen Qiao, chief greater China  term gains for Chinese equities.
against judicial mwdﬂmfbedhy derstanding of the situation on & March ~ mate litical and mac ulmr:_- st at Bank of America, said she “The market is looking for excuses to
hedge fond Elliott and th bythe LME. All  reasons for the price increase, namely in mar rally because the fundamentals are
market maker Jane Street, the world"s potential sanctions on large nickel pro- | sell-offat the start of the mklcdgluhl “The market is ]mkmg fop — moving towards the recovery side,” he
largest metals marketplace said the ducer Russia. ‘markets lower. said, but the protests “could push the
staggering surge in initial margins — Theh Yoot ch i The €31 300 index of large excusestorally because government ta open up faster, or they

cash handed over to make atrade — had
threatened to tip the LME into a “death
spiral”.

The requirement for $19.75bn worth
of im'miav .mar=ﬂn calls — some 10

than the p

March 4 — came after nickel prices
surged 230 per centin one day on March
8 and threatened to cause a systemic

hundreds of millions of dollars if the
mickel trades had been allowed to sland

and it claimed that the

‘Wednesdey 30 November 2022

London Metal Exchange has been
accused of ling its powers

stoked by a large bet on Falling prices
held by the world’s biggest stainless
steel producer, Tsingshan, in the over
the counter market, which the LME was
not aware of,

LME Clear, the clearing house for the
exchange, calculated on March 8 —
when prices almnst douhbled in frenzied

and actively traded Shanghal- and
Shenzhen-listed stocks rose 3.4 per cent

the fundamentals are

may backfire if Beljing really wants 1o
clamp down — we just don't know™,

trading before the market was sus-
pended — that a minimum of $19.75bn
of intraday margin calls would have to
have been pald on that day.

Elliott Management and Jane Street
declined to comment.

* FINANCIAL

and Hong Kong's Hang Seng China movingtcwwards I‘CCOVE’I'}" Traders said investors had been

Enterprises index gained 6.2 per cent belpatl from top

with both gauges more than reversing  expected the popular di poli k ¥ day that would
losses from the previous day. ame]erate the pw:e at which Bgl_'png markth if suk ial relaxati
p AT 26.3  phasad outits zero-Covid policy. for Covid-19 containment measures.

per cent, Tesp Fir T4 “w‘lmlnttnsweekor at the maost by While China’s Mational Health

“Atth A Gl ki i frsext week we fink that we'll I up il 3

shares hought via Hong Kong's stack
conmect
forelgn investors access China’s markets
— yesterday was more than double
the total dumped during Monday's

TIMES

trading scheme — the main way

atively minor tweaks to vaccine policy,

see top decision makers . . . coming out

:mdm]ldngnbm.thmvandwhv[chlna] that came after onshore markets had

should relax Covid shesaid. losed and foreign investors had bought
Other analysts were less bollish with  about $1.4bn of Chinese shares already.

some warning that policymakers could — See Markets insight

COMPANIES & MARKETS

The day in the markets

What you need to know

» Wall Street stocks edge lower desplte
rally In Chinese markets

= Investors wager that Belling will ease
Covid restrictions

= Crude oll advances with international
benchmark Brent rising

US stocks slipped yestarday as 3 big
rebound in Chinese markets failed to
stoke a sirong reaction on Wall Streal.

‘Wall Streats benchmark S&P 500 fill
0.2 per cent and the tech-heavy Masdag
Composita lost 04 por cont, ochoing
topid moves In Eurnpe.

Thas st st runrlareasmen nntenstad

| Offshore investors snap up China shares on reopening hopes |
et flows To Chinese markets via Hong Kong's stock connact scheme (Rmb, bn)
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China protests

fuel uncertainty

for investors

Alicia Garcia-Herrero

Markets Insight

his year has not been casy
for China or for

However, only a few days later, two
were made

in the country. It has
haan sharastariond he

T

totacklachina's

Tha fieet wae tha aeodusl Wi of

China's vaccination rate for the
elderly population remains stubbo
low. Less than 40 per cent of 80-year-

alds and ahosa ara rannetad tn ham

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 11%2F 30&ts=20221129202619&uq=20221117085301
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with Chinse squities, which | 3 e an underwhelming stock poll.clesa::i u.esem'fm recelvednhirdduseof;couid\mhe

sharply as Investors wagered that Beljing market, a k bi and  the le's dwatch for

would press on with easing ifs tough capital outflows, especially from the ln.wppondle mlmtesem ments on rapld — perhaps compulsory
Covid-19 policies despite the ¥ 40 fixed i ! Outright market euphoria followed,  —vaccination f ive cutlock
govemment’s commétment to keeging ifs Eoth s thowgh do ity  asif the path towards leaving with the  for Chinese markets.

hardiine measures. . . ; : . : : ; . 3 50 stand out in a global context. The virnswasnotonty clear butalso feasible Instzad, in the absence of a major

Hong Kong's Hang Seng index soared s 2022 Mov hawiish turn by the US Federal Reserve and the government could shoreupa  vaccination campaign and the stubborn
5.2 per cent following a 1.6 per cent ‘on monetary policy has harmed stock  moribund real estate sectorjust through  mantra of zero-Covid policies
decline In the previous session while the i T markets around the world and virtually  financial support from banks with  remaining in place, the protests are
€51 300 of Shanghal and Shenzhen every currency has depreciated, except hound to expand, risking a harsh
stocks addad 31 per cent. ihcsellghﬂvpegaedtothe dollar, Realltv has struck back Zero-Covid  reaction from the government.

“The direction of 15 very at least next year, and of the Faderal Reserve Bank of New York, wve been different  policies conti 1 and more This will only worsen China's eco-
chear In our view and we don'? think the despite the pratests, sald Mitul Kotecha, wha warned on Monday that LS for dllnaasr.hev uenetn mmﬂemly nomic scenario as consumption and
government will double down on tead of emerging markels strategy af TD' | unemployment could rise from its current | 2021 when itwas expected tobe “first in, Zero-Covid policies sentiment remain repressed with clear
pandemic conrol measures,” said Sacurities. leveld of 3.7 per cent fo 4.5-5 per cent by first ut" with the Covid-19 pandermic. e 4 I s egati ¥ i
Xlangrong Yu, an analyst at CiHL “Ultimarchy. thera's nothing hare yot the and af naxt year. Wwith a large economic growth continue unabated n addition, fiscal and monetary

“Wo maintain our base casa that that changes the perspactive of “Inflation s far too high and differential in China's favour over the stimmuli are much more constrained

reopening will gain momentum post the
National People's Congress [in March]

Investors” Kotecha added.
US equities have ralliad this month but

persistently high inflation undermines The
ability of aur economy to perform at its

rest of the world, there was mnssive

Feoreten dii

and more and more
cities are in lockdown

dlanmzaos aslocalgwemmemsm

o land sales and

newt year, and see higher risk of an sold off yesterday after frech data full patential” he said in a statement. 1l faliofl a massive increase in Covid-related
accelerated reapaning.” he said. showed that consumer canfidence in the Across the Atlantic, the pan-regiconal In fact, the tnreisn share In China’s ture.
Although some of the “front-lnading” world's bipgest ecanomy fell far the Stoux Europe 500 fall 01 per cant but bond and stock markets peaked at 3.5 and maore cities — accounting for IF the protests lead to a harsher

by investors into Chinesa equities with
how valuations had reversed thanks fo
“skittish” market sentiment, China was
likely fo stick with fts zero-Covid

second consecutive monih in November,

s prices for food and gas rose.
Investors were also alert to hawkish

«comments from John Williams, president

London's FTSE 100 addad 0.5 per cent.
Qil prices rose. with the International

benchmark Brent crude ofl up 03 per

cent to $83.47 a barrel. George Steer

Markets update

per centin mid-2021.

Eut things started to change in late
2021, first with the default of China's
largest real estate developer, Ever-
gr:mde on its intemaﬁann[ debts and

about 20 per cent of China's GDP by
now, according to Nomura — are in
ockdown. In the same vein, we are still
to see a rebound in housing prices that
would maka the recovary of the raal

¥ peers,

Thlswasﬁollmdbythearma] ofthe
omicron variant of Covid in early fano-
ary 2022 and the Chiness government's

estate sector

Now, protests are expanding across
different cities and markets have
reacted negatively. The question is what

regime, the lack of appetite of foreign
investors would probably lead to more
draconian capital controls and a weak
renminbi. The US might also push
more measuras to limit technological
transfers to China.

in addition, there is stll the not
insignificant tail risk of potential
conflict in the Talwan Strait. 1f political

El decislon to stick with zero-Covid poli-  toexpect next. tension rises in China, Xi might want to
- ~ china «cies even when faced with a much more Starting with the positive scenario,  focus domestic attention on the one
m ngha comtagious virus. Thishasledtoaclear  these protests — which have been  issne that unites much of the country —
Laval IWETE duction in mobility and, thereby, rather focnsad on Covid policiessofar—  reunification with Taiwan. All in all, we
% change on day ‘cconemic activity inthe course of 2022, could become the wake-up call needed  are bracing fe 1l asfar
o since then, Chinese stock markets  for China to move ahead with lifing  as Chinese markets are concerned.
76T have underwhelmed and tumbled in  restrictionsto deal with the vires.
late October after the Communist Hﬂwever, il is one thlng o wam to Alicls Garcla-Herrero s chigfeconomist for
party congress confirmed Xi Jinping’s  openand the A.xm Pacﬂ‘ic at Nativis and senior
oo S aasary ) A i PR
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Wall Street

Enfertainment group AMC Networks,

haome to such TV hits as Mad Men, after upgrading its full-year outlook. fell sharply affer presenting midterm
Braaking Bad and The Walking Dead, "W experienced better momentum guidance that was ‘much lower than ft.com/ecl-nominations
dipped following the unexpacied during November ... especially the Black | expectad”, said Ci
departure of its chief executive. Friday week with naw record sales” noted Adjusted core profit margins would be

Chiisting Spade stepped down less the online group, which said its newly flat In the “nearer tenm™ whils marging
than three months affer being promoted | expanded fulfilment operations alsosefa | during the medium farm fell short of l " t [ A
from chief aperating officer and chief record for fhe number of orders handled | estimatas, prompting the brokar o medby SIATISIA Za
financial officor. Mo raason was givan for aach hour during peak periods. desoribo Wood's targets as
har suddan oxit. Boozt now axpocted nat ravanuc “disappointing™.

Electric fruck group Lordstown Motors
rallied on news that its first wnits, from an
Initial batch of 500 vehicles, wars heing
delivered To cusfomers. Tha Ghio group
said its flagship pick-up, the Endurance.

Europe

Swedish cothes retafler Booxt jumped

QrowTh In The upper end of its 10 per cent
015 par cant target for 2022 and
operating profit towards the top of its
SKr235mn 1o SKr285mn (522.2ma To
$Z7mn) range.

London

Energy services company Weood Group

Corvenlence foods manufaciurer
Greencore sank despite announcing a
share buyback programme of up to
£15mn and relaasing numbers for Its fiscal
year that held few surprises.

had recefved certification from the Another upgrade, this fime by ASM What concerned investors was
Emironmental Profection Agency and Infernational, sent the Dutch chipmaker Greancore’s sombre outlook for 2073, “We
the California Air Resources Board, rallying, with fourth-guarter revenue remain cautious sbout the potential

paving the way for these sales.
Waccine-maker Movavax climbed after
The Waorld Haalth Organization issued an
updated amergancy usa Sting for ifs
Covid-13 vaccine Nuvasovid,
Madical rechnology group Apolio
Endosurgery soarad affer agreeing to be

expected to land between £630mn and
E£540mn, up from an earlier goal of
£500mn to £630mn. LS axport sanctions
00 China wera less onerous Than
previously thought, sakd ASMI, and It was
able fo convert mora of 11s backlog than
expected info shipments to ather regions.

Impact of the recessionary envirnment
and cest of Iving factars on consumer
spending through the year shead”
warned the ireland-based company.
Low-cost alrline easy Jet sank on
defivering a headline pra-fax loss of
£178mn for its finandial year, its third

bought by blotech company Boston Italian football dub annual loss.
Scwntific for $10 2 sharo — 2 &7 por cont following nows that it entire board and The group s3id it had “ono of the
Bramim on Monday's closing price. the chalr had steppad down amid an strongest balance sheets In Eurapean
The deal, expacted 10 dose in the first InvesTigation inTo Its finances. avlation” heading Info 2023, but AJ Bell
half of next year, gave Apollo an The resignations come as prosaoutors cautioned that ¥ you exclude peak

enterprise value of S515mn with debt.

Apolio davelops devices used in the
treatment of various gastrointestinal
conditions. Ray Dougles

and Italy's market regulator serutinise the
accounting of players’ salaries and
transfers. The Serie A dub denies
wrongdoing. Ray Douglas

perinds like half-term, Christmas and New
ear, the alrline Is having fo work axtra
hard to fill planes® — a situation that
could squesze margins. Ray Douglas
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Turkish singer and activist
Gaye Su Akyolis the futuristic
figurehead of the revived
Anatolian rock movement.
She talks to Nick Hasted

hen I last saw Gaye Su

Akyol in Istanbul in

2019, she resembled

President  Erdofian's

worst nightmare. Sing-
ing to a fervent crowd in her native
bohemian quarter of Eadikiy, she
wore a bat-winged silver cape and
matching bustier, with her midriff bare
and boots thigh-high, She was a deliber-
ately inspirational, sci-fi vision of
sexually liberated, female Turkish
rockn'roll rebellion.

“When | wear those costumes,” Akyol
explains today when we meet in Istan-
bul, “1 become my own superhera. It's
like when Superman goes to the phone-
oot s himself.”

Alkyol is the futuristic figurehead of
the revived Anatolian rock movement,
which first flourished between military

‘As a woman, or a
queer person, you have
to act like something
tougher than you are’

coups in the 1960s and 1970s. Fusing
Turkish classical annl folk muslc mots
with mind

it was embadied then by the likes of
Cem Karaca, whose volce was a wild
Hovrish of insolent romantic freedom,
and Sekda Bagcan, a rare female pioneer
and early Akyol hero, who was jailed for
herprotest songs.

Alcyol has hot-wired this tradition to
encompass her love of surf-rock, pir-
vana and Bowie, bringing her Songlines
magazine's Best Artist award in 2019,
and a following frem Europe to the
Middle East. On ber new, fourth album,
Anadolu Fjderi {Anatolian Pragon), she
has taken further inspiration from
coemic jarz, Afrobeat and elactronica.
Fans include 1zgy Pop, who has called
her a “seductive, intricately poised,
richly Turldsh chanteuse”.

When we meet over chai in her
Kadikdy apartment, Akyol, 37, Is
dressed down in a cardigan; silver fin-

ARTS

Erdogan's nightmare

similar, thickly daubed partrait down-
stairs by her artist father, Muzaffer

Gaye 5u Akyol at home in Istanbal,
shot by Bradley Secker for the FT

gernails and black slashes of eyeshadow
are the only daytime hints of her glam-
arous alter ego. Alyols own painting of
a distorted, bulbous face suggests a

Alkyol. There's a pharach's mask and a
pride flag in the fireplace, and a “queer
superhern cabinet” of ceramic figures
combining comics and myth, where red
intestines curl inside a Medusa.

Akyolsnead toidentify with such fan-
tastical heroes was, she says, bronght on
as a child. *1 saw the discrimination
between my brother and me, between
male and female. This was a very
big shock. So 1 had to fight for my own
freedom at home, then it became

universal with my music* For Akyol,
such strength is a sorrowful necessity.

“AS & WOIAT, OF & qUEET Person, you
always have to act like something
tougher than you are, just to live in this
horrible world.”

Aleyol's music isimplicithy haunted by

September 12, 1980 military
ooup. Anad'a}:h Ejderf's title and artwoark,
which shows Aloyol as a forked-tongued
dragon-woman, addresses all she sees
as lost. Her dragon is & metaphorical
Teast, representing a rich, authentically
multicultural past ploughed under by
her country’s current Turkish Muslim
nationalism.

Apatolian rock’s hernes ware simi-
larly harried into exile, silence or jail
after 1980. Interest revived in the late
19905, and Alkyol’s success has grown
alongside gritty Istanbul peers such as
Korhan Fatucy, and international acts
such as the Grammy-nominated Dutch-
Turkish group AlonGiin,

Buot nostalgia is anathema to her.
“Anatclian Turkish music has always
Ibeen very political, and original,” she
says sharply, “0Otherwise it's just a tour-
istic item for the west.”

Anadofu Ejderi thrillingly combines

Gaye su Akyol performs on stage in 2019 - sera s s

and whenever you don't feel safe, that'’s
the right place.” Her mutating art is
certainly Bowlesque.

Alyol has been questioned before by
the police, who suspected her song
“Nargile” of anti-government intent.
She was allowed to go free becanse her
Iyrics tend towards metaphor, Rather
than engage in direct protest, her re-
action to social conservativism and
crackdowns on dissent s to build an
alternative, dreamt realm in her music,
whereitcan't be touched.

Her Tyrics also burn with erotic long-
ing, defying & country where she sees.
love and sex as under assault. "My ideas.
arevery open,” insists “I'ma pro-
tector of human rights, woman rights,
queer rights, LEGTI rights. That's

reason for them to hate me. But:
Tdow'tcareabout their dark ideas.”

Akyol has also engaged in real-world
dissent, in 2013's massive protests in
Tstanbul’s Gezi Park. “T understood in
Gezi that there were millions of other
people fecling like me. So [ was there
every day. To look for our independ-
ence, to take hack our lives from their
'hands hkwl s@;s “It was sobeautiful,
ing in this country,

the music’s past, present and future, as
with the dirty electronic throb of “Bie
Ne Zaman Ditgman Olduk” {When Did
We Become Ensmies), where Akyols
vaice, typically a low, shivering ache
rooted in Turkish tradition, is thug-
gishly distorted.

“1 heard a David Bowie quote at
just the right time for this record,” she
explains, “saying you should go further,

that’s bc(auseollhme days. Because 1
know theresa hope.”

5o Akyol goes on waiting for better
days tn equal her mythological, time-
bending Turkish music. “Honestly,
actually, [ dor’t do anything more than

drue* s ks, “ther, i

it hecomes real ®
“Anadal Ejderi'isrelesed by Glitterbeat

[EIN FINAN

TIMES

'rur:Moweru:—tn

BRACKEN BOWER

PRIZE 2022:
THE FINALISTS
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Dr Victoria Berquist
The Unstoppable Rise

Arlel de Fauconberg

Before the Dawn

Julia Marisa Sekula
Owning the Centre

ANNOUNCEMENT
LIVE ON TWITTER

ate Capital in Public Health

The Bracken Bower Prize is a £15,000 award for the best business book
proposal by an author aged under 35. The winner will be announced at the
Business Book of the Year Award, which will be held on 5 December 20

You can watch the announcement streamed LIVE at
20:05 GMT on our Twitter page: @FTLive
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Of murder and manuscripts

urder at the abbey” might

sound like a detective

plot at its cosiest, but in

the hands of master sto-

ellers Cbsidian Enter-

tainment, historical whodunnit Penti-

ment makes for one of the years most

unusual and sophisticated games, This

compelling mystery, steeped in period

detail, is a grown-up tale which probes

ideas around history and faith with an

intellectual rigour which is more Name
«of the Rose than Murder, She Wiote.

The year is 1518 and you are Andreas
Maler, a journeyman artist staying in
the Bavarian village of Tassing while
working on an illuminated manuscript
in the nearby Kiersan ahbey. if your
eyelids are already beginning to droop,
then this game might not be for you; his-
tory buffs and narmative game fans, read
on. When a visiting nobleman is mur-
dered and your closest friend and men-
tor is accused, you must dear his name
by findingthereal killer.

S0 Maler travels around the town
talking to people and gathering infor-
mation ta solve the mystery. This is the
meat of the game, sobe prepared for lots
of reading. Tension is supplied by the
day’s cycle, which follows the liturgical
hours from Matins to Compline. You
heave limited time and will not be able to
«chase every lead, so must choose your
actions carzfully.

Then, just when yom think you've got
the suspect and the game is concluding,
you realise the game is only finishing its
first act as the story skips forward in
time. Mow Maler has grown melancholic
while the townspeople’s resentments
have curdled into grudges. As the game
Erows, ¥ou notice how the innocuous
«cheices you made in the first section
have wide ﬂadm:gjmpam onbeloved
characters' lives.

While there Is little conventional
gameplay beyond traversing the world
and engaging in dialogue with charac-
ters, it still feels compelling and enjoya-
ble thanks to the sharp writing and the
meaningful player cheices which

‘Pentiment

nakes for one of the year's most unusual games

manuscript. The most loving details are b ikied inadebate
found in how the game makes writing  ontheideas of Martin Luther.

come alive: characters speak in text out- Thetite is drawn from "pentimenta”,
lined and filled in by a quill, which you  a term in fine art denoting a change
can hear scratching across the that has been made by an artist while

Depending on their social standing,
their words might be depicted in simple
cursive or imposing black-letter seript,
When they shout, ink splatters across
the page.

Of course, a game so in love with the
physical act of writing ought to deliver
on strong dialogue, and the pedigree of

When a nobleman is
killed and your closest
friend accused, you must
clear his name

the creators behind The Cuter Worlds
and Rallaut: New Vegas more than deliv-
ers, witha smart script that prizes conct-
shon and finely drawn characterisation.
Rich historical details immerse play-
ers deaply in this evocation of 16th-
century Bavaria. Pentfment Is set at a
time of great sucial upheaval, as certain-

painting, which is usually covered over
with subsequent layers of paint. Tts root
is the Ttalian verb pentirst, meaning
“to repent”. The name reflects the
game’s idea that history is malleable,
subjective and easily manipulated for
the osesof

EY the end, the whodunnit is no
longer really the point. Instead Penti-
ment 1s sbout how bread social changes
play out in the microcosm of a small
community overa wide swath of time. 1t
Is an ambitious and thrilling work of
narrative game design.

Eizarrely, Pentiment is not the only
new game based on medieval manu-
scripts. Though its acsthetics are simi-

lar. Inkuli difeentbeast enbirel
The idea isa stlaleg'y game that ani-
matesthe ning the margin

af lluminated texts.

You draw figures on the page using
“living ink™ and manoeuwe them into
Dattle, has
Dante and nun/composer Hildegard of
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influence th of the

games plot.
‘Thegame's art isa marvel, mpu'edby
‘medieval illustrations and

ties are 1z and balances of

power are shifting. Central to this are

questions of beliel: Tassing is a town
i Vo i 4

During scene transitions, the camera
swoops in and out ofthe pages of a book,
making you feel like you're playing not
on & screen but instead an illuminated

in the forest, while C.l.rthol.ié dogma is
also losing its grip in the face of Renais-
sance ideas and the advent of the print-
ing press. It's certainly the first time a

FINANCIAL TIMES

‘Eingen. It is zany fun and offers compel-
ling strategic gameplay. In a gaming
landscape where it feels like every story
iseither sci-fi or fantasy, these two titles
show that you can conjure something
Fresh by reaching deep into the past.

“Pentiment"is cut now on PC and Xbox

FT BIG READ. ELECTRIC VEHICLES

By 2030, battery production in the town of Debrecen will rival that of many European countries. But the
government’s success in attracting investment from the likes of China’s CATL is raising some hackles.
Marton Dunai, Yuan Yang and Patricia Nilsson

Hungary's battery boom town

indor Marids still remambers
the Soviet fighter jets that
kept him up all night as a
child. He grew up during
the communist era on a small
tarm next to a military air base cutside
Debrecen, in eastern Hungary. Their
family home was 500 metres from the
runway. “The jets’ roar was deafening
especially when ractised touch-
mﬂ-gommmrli,qhtumllx

After the regime collapsed in 1989,
the neighboars all sold their land but
Mariis held out. That was until a wave
of green technology started to wash over
Debrecen.

Today, the dirt track next to the
farm leads to Korean battery matarials
maker EcoPro BM's new development
site, where the company committed to
2 €700mn investment to produce cath-
odes, one of the key components in
batteries. Next door, Chinese battery
giant CATL plans to spend 10 times as
muchon Enrope’s largest gigafactory.

T just a few years, Hungary has trans-
furm:d itself 1|:|ho a potential electric

i P
cen. eymso,banerypmdunimmum
town of 200,000 people will rival every
Exropean country other than Germany.

The investment boom was
automaker BMW, which is building
a €2bm electric vehicle factory in the
town. Induding the CATL announce-
ment and factories for a dozen major
suppliers and scores of smaller ones, the
EV expansion has attracted investment
of more than €10bn to the tovn.

Elsewhere in the country, senth
Korean SK Innovation and Samsung are
each spending about €1bn to build and
expand battery plants. Germany's Mer-
cedes-Benz and Audi are switching their
large Hungarian carmaking units to
produce demc‘whlrl_bas l.swell By the

rol or diesel cars from 2035, Hungary’s
carindusiry s set to beall elsctric.

The government has helped achieve
this by offering major tax breaks for
the sector, along with friendly and effi-
cient regulation. Along with other ben-
efits, CATL is now set to recefve tax and
infrastructural incentives worth about
€800mn in Hungary.

“we began talks with CATL twoanda
half years agn, when the company had
another location in mind,” foreign min-
ister Peter Szijjirtd told a local news site.
“We a hernic save as we wig-
gled our way into the picture.”

For Budapest, ing infrastructure
for the transition to electric vehicles is
wvital: the auto industry makes up a fifth
of Hungary's exports and & per cent of
Its economicoutput.

“This process is an existential chal-
lenge to the Hungarian and Eurgpean
ecOnommy,” says Péter Kaderfik, chair of
the Hungarian Battery Association and
a former government official under
Prime Minister Viktor Ochein,

“This game is for real. And in this new
industry the key to the process is the
battery. Furope has fallen behind and
missed out on the opportunity to create
acomplete vale chain®

However, the success in attracting so
many investments has generated criti-
cism. Some fear that Hungary risks

ing too dependent on Chinese
battery-makers — and is giving too
much diplomaticleverage to Befjing,

In Debrecen, residents worry about
scarce water supplies as well asthe pres-
sure on housing, schools, hospitals and
more from the new workers.

“This may put Debrecen on the Euro-
pean industry map, but lots of people
rightly ask, “What. about the energy
needs, the water, sewage, labour?™ asks
Jozsef Pilinkis, 70, a Debrecen resident
who was former head of the Hungarian
Academy of Sdiences and served as the
government's chief official for research
and development until 2018, *can this
towncater tothess glants?"

Fxnansive chanee

As part of Prime
Minister Viktor
Orbiin’s ‘eastern

€7.3bn to build 2 100GWh battery plant
in Debrecen — about five times the cur-
rent size of Tesla’s Mevada Gigafactory,

opening’ policy,  and enough to power 2mn new cars per
Hungary has year.

d large The will be financed by a
investment from  loan from China Coml:md_mn Bank,
China for its with kmowledge of

vibrant electric
wehicle industry,
centred on

the town of
Debrecen,
bottom right
Flrmertagm AFCGatty!
[
Crarre

“This may
put

Dehrecen

the situation. “The greanfield project in
Hungary will be a giant leap in CATL's
global expansion,” founder and chair
Robin Zeng said. Markus schifer, the
chief technology officer at Mercedes-
Benz, which has a large plant in central
Hungary, said the carmaker will be
“the first and largest client of the new

EMW said last week that it would put
a battery assembly facility at the site of
its Debrecen plant, doubling the total
Investment there to £2bin. A key factor,
the company said, was the “battery cell
factories tobe bailt in the vicinity™

“Europe is the main overseas market
CATL is going for, because of the
amaount of OEMs [ kers] here”

questions about CATL' water plans.  those that replied, each declined to  “Tpy the
There is plenty of groundwater under  comment. .
the town, butsome of itis hard toget to,  But Saijfartd, the foreign minister, has | €lectric
some of it is contaminated and thereare i the past said concerns about water, VE!h.lC.le]
doubts about existing plans to pipein  energy and labour are groundless, “This
more from the Tisza. th]::esummcan only h:g&in ll:ltmms industry
" sirictest environm =
Supply constraints saiffértd told local media. *Debrecen  the key to
People familiar with the companys  can rest assured, preserving water and
ple:t?s say it s Invesllgalingpwaler a]rmalﬁvismuggrcommnﬂse." the DAL
resources and technology for the pot- Despite these assurances, there is s the
ential use of purified “The derable resistance in w b
e .
our Debrecen i As much as three quarters of resi-
company said. dents want the big l!‘ar:lolies to stay Eumpe has
CATL, according to Palkovics, would  away, says Zsolt Gondola, an attorney fallen
also need constant power capacity of  and leader of the NGO Civil Forum, behind’

about 800MW, the output of a large
power plant, as well as plenty of natural
#as —both potential problem sources as
Hungary, like the rest of Europe, Iaofs

p prob-

Iems asaresultof the war in Ukraine.
Government officials have privately

expressed concern about this and other

says Yu Du, head of China research at
battery market research firm Rhbo
Motion. “CATL's Hungary plant comes
as part of their partnership with BEMW.
They want to be closer to the car plants.”

‘CATL has said little sbout its Debre-

tensive plants coming online
at rhe same time, elevating electricity
and gas use inthe country just asenergy
markets are under increasing supply
pressure.
However, CATL has ways to ease the
energy supply constraints. It plans to
use some of the land it has acquired to

cen plans. Hmvewr.mrdmg to three
peaple wha are not auth to speak
publicly, the company plans to meve
quickly with a first unit, launching pro-
duction at the site in May 2025 and scale
it up until the unit has a capacity of
33GWh. Tt will comprise a single baild-

power, the company said.

It will procure green energy from the
regional markets as needed.

Debrecen mayor Laszld Papp insists

the town can handle the boom, with the

government’s backing, an.d‘adds the

ing measuring a kil in length

plus asmattering of side buildings.
Two more identical units will follow.

The factory will reac]l full size b}'

around 2050,

1t iz only then that the full impact in

Debmm.\hﬂlbefd.t.mludrethems

fears over water

“Despite the past year's drought,
groundwater levels no longer recede,”
hesays. “Debrecen’s water is not threat-
ened. Plus, climate change or not, we
will nat get back to the water use levels
ofihexsaos...e\:en‘uil.heenmemdus-

water use and ptﬂllmrm, ENETgy con-
sumption and labour needs.
Debmcau mlght seem hkeau qunsua]

‘The Financial Times requested com-
ments from several government min-
istries and development agencies. Of

which hassurveyied local people,

built and abandoned before, leaving

investment agreements set against a
lacklustre reality, as well ascomplaining
of being treated as junber partners — an
1 reminder of the d i

of the former Soviet Union.
Hungary, however, has warmed to
Chinese investment just as other Euro-
pmmnﬁahmgﬂwﬂw}n‘y Under
Orbin’s “eastern opening” policy, Chi-
nese companies have invested in the
chemical industry; Beijing is bank-
rolling and building a new Belgrade-
Budapest railway; and Shanghal’s
Fudan University has tried to opena

7 i e
Péter Kaderjik, the battery associa-
tion chair, says this connection with
Beljing Is vital because the transition
to electric vehicles is so important to
Hungary — and because China, the
]:aasler in !:Vlbetteries. prefers warm

,'Jll)'.ﬂr. i3

behind decay and destruction; just
think of the American Rust Relt,” Gon
dola says. “We must anticipate that it is
a normal part of the economic cycle,
except our beginner capitalism has not
faced that yet. When the big money
comes, we bend over backowards”
Filinkzs says the government should
not ignore an ercsion of trust but open
up about the details. “Debrecen was told
of this too late,” he says. “1 understand
secrecy while the investors had several
optiuns, Ialt once IJ:le decision was mnd.e

‘As Chinese and Korean companies
take the lead in Hungary’s nascent bat-
tery industry, some Ic, including
Haderjik, ackn: that this new
relationship could make Europe

Edit Zgut-Preybylska, : researcher
at the Polish Academy of Sciences and
vice-president of Amnesty Tnterna-
tional in Hungary, says the investment.
expands China's strategic influence on
European economic infrastricture.

“The CATL lnvestment fits a decade-
long strategy during which the Orbin
regime further committed itself to a
China-friendly policy,” she says, "Buda-
pest serves as a battering ram for Beljlng
on the European level by vetoing joint
EU initiatives critical of China.”

However, Andris Deik, an energy
expert at Hungary’s Public Service
University, says dependency fears

T is
50 fluid that lithium-based batteries
may be one of several options in a few
Fears.

He says the green transition must be
vmwed more hmadhf Ihancars. wlm'.h

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 11%2F 30&ts=20221129202619&uq=20221117085301
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CATL executives first started scouting
for locations in eastern Hungary shortly
before the coronavirus pandemic
erupted. What the government has
described as a cut-throat race to attract
the company blindsided almost every-
onein Debrecen.
Rumeours only began to emerge ear-
lier this year after announcements
in about smaller investments
related to batteries. Industry minister
Laszlo Palkovics talked i May about
the need to beefup water and electricity
grids in anticipation of & new battery
manufacturer in Debrecen.
Then in August, CATL and the gov-
ernment announced with great fanfare
that the Chinese giant would invest

16
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choace lor an industry such as battery

S T e i
isan 5 ama;r.\rl'nt:
butlots of  risza anditissi the farm-
lands of the Hungarian plains, which
pCDp}C already suffer from climate change
rightly ask,  mduceddroughe.
*Wha At the parliamentary hearing in May,
L Palkovics said that every hour, the
about the CATL factory would use a .?im]]:u
amount of fresh water to the entire pop-
CNETEY ulation of Debracen.

“That’s a hell of a Iot of water they
needs, the need,” says istvin Fibiin, a water chem-
water, ist and former rector of the University of

! Debrecen. “if indeed they won't use
sewage, evenmore.”
labour?™ Fabian, who has studied the town's

water systems for decades, has many

| 50 km
| SLOVAKIA
|
Faotlon. & Debrecen
" o Budapest .
Ivinesa®
HUNGARY
SERDIA RUMANIA
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they should have been more open. we
have these questions because they

impact our very lives”

The China connection

CATLs huge investment in Debrecen
1 3 debate aboit

Chinese investments LrTEumpe and
Hungary's relationship with Beifing.
Chinese state-owned firms have built
infrastructure across central and east-
ern Europe as part of Beifjing’s global
Belt and Road Initiative, beginning with
theopeningof the Pupin Eridge over the
Danube in Serbia in 2014. But partners
have criticised BRI projects for their
lack of transparency over financing and
plunnmg Easlem Bumpean diplomats

o fhich

"

wall mean all sort P
for household and even industrial use.
Those techneologics are not all coming.
from China, although most are Asian, he
zays. "I fear climate change more than
1fear China,” he says, *It%s too early to
mrrvabmﬂm iwouklmx puthrakes
on elects ol
ghes for geopolitical fears

Mirlas, the farmer, is pragmatic
about the coming. “Let the city
develop, let the industrial parks come,
wehavemoved on,” he says.

The town offered him a fair deal for
hiz farm, he says, and he built a new
home nearby. “A piece of my heart
stayed in the old compound, but life
goeson. [can keep doing what I do.”

Additional reporting by Raphael Minder

‘Wednesday 30 November 2022
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“Without fear and without Ervour’

China’s dire predicament over zero-Covid protests

Beijing should begin to
move from tight controls
to mass vaccination

China faces an almost impossible situa-
tion. Protests this week against Befjing’s
“gero-Covid™ policy in many cities
across the country reveal a level of
public anger rarely seen since the
Tlananmen Square demonstrations in
1989, But Ioosenlng Chinas Om-'ld

‘waorld cup
Faor Xi, who is hailed by state media as
the “commander-in-chief of the peo-
ple'swar against Covid", the demonstra-
tions represent a personal failure,
China's authoritarian leader, who
secured an unprecedented third term as

candlelit vigils and pesceful protests
holding blank pieces of paper, phone
lights and calling for an end to lock-
downs and frequent mass testing. By
comtrast, tge 'pm—der{mnc?" demon-

general secretary of the ©
party in Cctober, has often boasted of
the “superiority” of China’s system inits
epicstrugele against Covid.

1n late 2020, for example, he extolled
China as the “first major economy to

controls and

ot ol s o il
dreds of thousands — if not millions — of
elderly citizens over the winter.

The damage that this predicament is
inflicting om the reputation of China's
authorities and the prestige of Xi Jin-
ping, its president, is real. TV images of
maskless crowds watching the World
Cup in Qatar are only reinforcing the
sense thaLBmmghasbccndowwﬂul

have recup d from the crisis and
achieved economic recovery, a testi-
momny to its resilience and vibrancy™.
Tow though, cases are close to record
levels, economic vibrancy has been
clobbered by rolling urban lockdowns
and a large eohort of Insuffickently vac-

cinated elderly people remain at risk.
‘Tobe sure, the scale of the demonstra-
tioms in at least 18 citles over the week-
end luvr been relatively modest.
ing fromjusta

ft.comfopinion

the art-

ful effarts of Chinese censors to edit aut

ﬁewm ahaut 1 1,000 have gathered for

On"ru:t-sday. police appeared to have
stamped out the protests, at least for
now. The National Health Commission
reaffirmed Beijing’s commitment to
zero-Covid while also pledging to boost
waccination rates among the cldedy.

Thiz iz urgently neaded. According to
thelatest official statistics, 32 per cent of
China's 267mn people over the age of 60
have not received their third vaccine
dose. That fignre jumps to 60 per cent
for the over-80s, The booster is required
to attain high levels of protection
against the Omicron variant.

Nevertheless, the quality of China's
homegrown vaccines remains deeply
suspect and although a few homegrown
mRNA vaccines are undergoing clinical

trials, none has yet been approved for
domesticuse, This leaves China’s elderly
population dangerousky exposed.

A wise — and increasingly urgent —
course of action would therefore be for
Beljing to accelerate approvals for
proven mENA vaccines such as those
manufactured by Plizer, Moderna and
other forelgn groups, Failure to do so
will reveal a willingness to put national
jpride ahead of the health and economic
welfareof its population.

Theemergency that China faces is not
only defined by the lethal risk to many
aof its elderly citizens. If the latest wave
aof Covid infections gets out of contral,
the sheer number of cases will over-
whelm an already stretched public
health system. If this happens, public
anger toward X1% regime could escalate
still further. Beijing needs to realise that
the protesters on the streets are voicing
legitimate grievances. It is time for the
Chiness Communist party to acton one
of its favourite a sl and
‘putpeopieﬂ:sgupmd s

Opinion Science

A Machiavellian machine
raises questions about Al

Anjana
Ahuja

remember iy davghters first fib,
she stood with her back to the
Tiving room wall, crayon in hand,
trying to conceal an expansive
scrawl. Her explanation was as
creative as her handiwork: “Daddy
doit®
Deception Is a milestone In cogni-
tive dwelnpmem beczuse it requires
Ters might
think and act. That ability is on dis-
play, to a limited extent, nﬂcman

artificial intelli rt d
to pla

Emaik lotors oditor @fcom

Inchudie davtime relephone number and ful address
Corrections:

comectionsgfrcom

Hfyau are nat satisfied with the FTs mmmmmnlmnm«mmﬂ

tothe FT Editorial Complainis C

When deep and liquid financial markets hurt the real economy

Rana Foroohar is — as usual — spot.on
in ber questioning of the social value of

bEYn'PlD is & new assct with an
old prol Opinion, Movember 11).
Crypto’s claims to be a hedge against
inflation have been nothing but a
selling proposition to naive savers,
lured into.a pyramid “game”, which

alegitimate political worldview for
those who want to pursue it, but no, it
is not legitimate to attempt to
undermine the hasic functions of
democratic state institutions.

The glaring absence of proper
financial oversight and investor
protection of crypto s a sign that

Foroohars condemnation of crypto is
Ter question: “What is all this

spcalla.hwuzd.ug,mmﬂonr
She is}‘lgh‘t mwggemhm Ihistype-

driven
dnes not primarily serve the “real”
economy (businesses and households),

el econony and destabilise it. Talk of
the desirability of deep and liquid
amaong others the EU' attempts to
create a capital markets undon, s not
only amyth, but an attempt by special
interests to increase trading volumes
even huﬂlu.ﬁ.mimmmm each

enriched the early investors. But even supervisory anthorities have not but rather “benefits a tiny handful of and
more egregious in a democracy are adequately learned the lessons from rich traders” who shift assets around. fees for the traders: the more, the
ypiok ck crisiz, or hawve fallen for There are not only negative richer.

sovereignty” for citizens from theevil | the false claims that it is just a new distribation effects to this trading, but | Kurt Bayer

machinations of government also severe swings in the asset Former World Bank and EBRD Board

authorities. Yes, libertarianism may be Bt much mare than b which feed back into the Directar, Vienna, Austria

Here's the task for central Danger for CCP is replay | Freedom of movement:
inaddition tostrategy, playersmust | DANKs as QE unwinds of its own revolution script | how the Swiss stuck with it
be able to understand others' motiv- Quanhhbweaamg]nsdnrlycamd 1 agree with most of Yuan Yang’s As Peter Foster (*Between the red lines
ations. There is both co-operation and In *The money sy comment piece (November 20} onthe | — Ministers navigate a tricky path on
competition, with betrayala risk. horse has alveady bolted”, Martin Allen in China. However, “urban trade as Braxit dehate iz relindled”,

That means, unlike in chess or Go,
communication with fellow players
matters. Cicero, therefore, combines
the strategle reasoning of traditional
games with natural language process-
ing. During a game, the Al works
out how fellow players might behave
in negotiations. Then, by generating
appropriately worded messages, it
persuades, cajoles or coerces other

B quite right on his main peint
{Letters, November 22). However, this
does not mean that john Flender's
concern (“Test of central bank
credibility keoms on bond Insses”,
Markets Insight, November 17) was

i For that addressed a
different aspect of the issue.

It was overwhelmingly likely from
‘the start that central banks — and

playsrs into making p
oF concessions to execute its cM‘n
game plan. Meta scientists trained
Cicero using online data from about
40,000 games, including 13mn in-

LAME MESSAZES.
Afiver playing 82 people in 40 games
i Cicero

suaLe,gy in whk‘h'pi;;e_rs negotiate,
make alliances, bluff, withhold infor-
mation, and lead. Cic-

ranked inthe top10 per cent of partic-
ipants playing mere than one game.
e hi p

ern, developed by Meta and named

after the famed Roman orator, pitted

its artificial wits against human play-

ers onfine — and outperformed most
them.

The arrival of an Al that can play

tes that

the game as competently as people,
revealed last week in the journal Sc-

ence, opensthe door to more sophisti-

cated human-AT interactions, such as
hetter chathots, and

There T P
oul eontradictory messages on [nva-
slon plans, oonfusing paﬂldpants
still, only an

therefors their legal
and/or beneficial owners — would end
up taking a loss from buying sovereign
and other bonds near the top of the
market in the periods when QF was.
building up. Governments
judged that such a price was worth
paying for the aconomic stability
offered by QE, mainly through limiting
refatively long-term borrowing rates,
There are several reasons why it
would not be a good idea for central
banks to trade whils I.nsolvml; but that
bl be fixed by ati

amomhhlbeabolta]lwasmmkd
afterwards},

Professor David Leslie, an Al ethi-
cist at Queen Mary University and
at the Alan Turing Institute, both in
London, describes Cicero as a “very
technically adept Frankenstein®: an
impressive stitching together of mult-
Iple technologies but also a window
into a troubling future. A 2018 UK par-
lismentary committes report advised
that Al should never be vested with
“the autonomous power to hurt,
destroy or deceive human beings".

‘His first worry is anthropomarphic
deception: when a person wrongly

ent did, that
o hakhind the

sclution. Governments will have to
recapitalise their central banks,
probably by the most casily available
methad of donating them with new
sovareign bands. The full extant of the
‘bond losses will not erystallise until QE
s fully unwound. However, the time
has probably come now for the central
bmﬂumbepm\dslmﬁng for these and

ok kol B p
‘than they wonld expect of rezu]ated
comumercial banks,

The bloated reserve balances that
commercial banks hold with central
banks through the working of QE
constitute hoth money (within the

S

elites™ is too vague a concepd to Include
in “the broad coalition” she says is
taking part. 1 think Yang meant
college-educated young workers in the

Report, November 22) states, a Swiss

deal based on bilateral agreements

with the EU is a non-starter.
However it should be noted that in

service sector or studentsstill in 2020 the highly self-protective Swiss
universities. They face stiff held a referendum to end an accord
competition and have no real with the EU allowing free movement of
mmhﬂummfumd thus feel peeple which they had enjoyed since
ing to L 2002 In Vigorous campaigning
The real elites — the well-to-do byﬂwsuﬁhmople'spmyﬁzpuml
people in their fortiss and fiftiss — will | backed continning the policy, against
surely have more reservations. They 38 per cent opposed
- are connected to the state one way or Perhaps it is time the UK had a
HE Puv WiF RELiGlon: another: they are more likely working | serious debate about freedom of
AR S CR TR for the government or a state-owned movement noting the balance of
‘which is expanding at the . jic Area and
expense of the private sector, They also | non-EEA immigration; the needs and
Hauidity ratios —and it would ‘have kids in schools, which, in all effacts an the UK Iabour markat: the
«constitute a first class soverelm likelihood, are state-funded. control mechanisms available to
default. The real danger is students combine | member states and how the UK has
Thehﬂhﬂanllkel'ymhawrﬂn]md with blue- mlewnrh:lsham‘playof been affected by the loss of freedom of
directly from th the G party’s own in our cultural, scientific,
implicit in pmbabkmmm! bankbond | script. As we've seen in Zhengzhou educational, tourism and security lives.
losses under QF may already have where Apple factory workers have Toay Orchard
Fully oocurred. As QF unwinds, the clashed with police, those with nothing | Exeler, Dvvom, UK
task for central banks Is to avoid toJose but their chains present )
e “'M-Jeof i m ie = a particular challenge. Words more telling than
L COUTEE NIOE o b a0au iy
e il 0 e itovisig: T those on the Brexit bus
s Thompson Martin Wolf (“The UK government
%m Surrey, UK Businesses benefit when should stop doing stupid suff”,
A i : inion, November 28) makes some
Paying oft cyber hackers older colleagues fecl valued \Tﬁld criticsms of the UK government.
justencoumgiesl:l’mn In reference to *The Great A5 a Leaver myself, it makes no

“Your Spectal Report (“Held to ransom:
Is there a case for paying hackers?”,
Novemnber ) fails to fully consider the
risks from paying cyber attackers’
demands and kgnores proven ways to
Mdpaﬂrgrmmsa]wgﬁher

bkl

Unretirernent era is coming for Britain®™
{Opinion, November 26), we.
wholeheartedly agree that having
experienced workers is a benefit to
employers; the knowledge and skillset
of people over 50 brings huge value to
l!usmesses. With emp]ovm ganﬂrgso

sense to simply review or revoke up to
4,000 pieces of EU-derived law — some
of these laws are based on global rales
that, in or out of the EU, we are obliged
to follow to enable international trade.
What Is far more interesting is for the
anthor to describe the 4,000 pleces as

(S T T
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tial. But, given that Cicero demon-  screen. That can pave the way for and components of national debt. decryption methods, research shows 50, [t is their role o create age-pesitive | national life”, How truthful.
strates ATcan, if necessary, useunder-  people to be manipulated by tech- Gerald Foltham is wrong to sugzest that ransomware incidents are enwmmmlha!,makeexpenemed Wwiolf, mw!lm.glyperhaps, miakes a
hand tactics to fulfil certain the nology that they could not be bath i ingh th i i as they are. retrospective yet. case for
creation of 2 Machizvellian machine His second concern is AT equipped (“Remamber, central banks have no sophisticated secondary or even anplemrsomnkeupnﬂﬂ:ddﬂe ‘Brexit; mare so than any words on the
also raises the question of how much  with cunning but lacking a sense of real liabilities”, Lettars, November 21). | tertiary attacks, such as exposing filas a number that sidie of 2 big red bus could ever make.
agency we should outsource to algo-  fundamental moral concepts, such as The creditor banks could not call these | online or sensitive files 10 rise. Age-positive cultures are the John M jones
rithms — and whether a similar tech-  honesty, duty, rights and obligaticns. reserves if they were not repayable on for sale. To pay your attacker is key to ensuring experienced colleagues | London V19, UK
nology should ever be employed in -~ A system is being endowed with the demand. For example, UK banls by to fund and ined; this includes flexible
real-world diplomacy. capagity to deceive but it s not operat- would be free at any time to switch future exploits, warking, a focus an wellbeing, Ministers would do well to

Last year, the EU commissioned a  ing in the moral life of our commu- some of their reserve assets out of their ‘There are in any case effective ways wn(kldehahmandacnlhlmlhnt recall Hezza's red -
study into the use of Alin diplomacy  nity,” Leslie says. “To state the obvi- belances with the Bank of England, for companies to recover their data Tk it tape quip
and its likely impact on geopolitics.  ous, an Al system is, at the hasic level, back into gilts —or even into US withoart p p. Modern p ataﬂammfw:.sazacumnmrs Martin Wolf correctly identifies the
*We humans are not abways good at  amoral” Cicero-like intelligence, he Treasuries where the bank itself keeps | concentrates on file systems, storing ranked “being independent” and stupidity of the plan to “review or
conflict resolution,” says Huma Shah,  thinks, is best applicd to tough scien- most of the UK's currency reserves. immutable versions of files in cloud- “having self-respect” among their top revoke” up to 4,000 picces of EU-
an Al ethicist at Coventry University ﬂﬁcpmhlema weather analysis, ttwould of course be possibleinany | based object storage. When an incident | three most endorsed life values. derived law MNovember 28).
in the UK. “If AT could It litical issnes, country for kegislation, or central bank | oocurs, the T team restores only the Al Saga, this is a major strategic Thelieve Lord Heseltine once warned
human negetiation and stop what's I.memxu@y Ci(em‘smmdann rules, to force local banks to hold Targe | files and folders encrypred during the priority — we introduced paid that while red tape should be cut, it
happening in Ukraine, then whynotz”  that pulsory dep attack by pointing the file systemn at the | grandparents” leave a5 a key benefit should not be cut length ways.

Like chess, the game of Diplomacy gl.age,endedupbeing"l.mhhonesl #ero interest with central banks. Then unmwudwrsimofﬂ]esinme this year. We have also grown the Dravid Wenham
canbe played onaboard or online, Up  and helpful” to other players, specu- the relevant central bank perhaps cloud, age of our aver-50s cofl Dartford, Kent, UK
to seven players vie to control differ-  lating that success may have arisen could indeed write these amounts ihalyﬂackmrypmmess@s.m IlylSpercmtmﬂnpaslnmﬂn
ent European territories. In an initial ~ fromp and ing mta- dewmn to near zero on the Habilities Tapid cial: indu: Ifyour p .
round of actual diplomacy, players a!tvbemﬂdalmwe&mhaps.mmd side of its bal: iy foltham mwbe]leveﬂ'ntﬂlem Ummremltmu'ue. mvremm Correction

can strike alliances or agresments to mmmga(hmwﬂlamplays sugpests, However, exactly the same of extended ransonyware bedm:emcmmag&posm

hold their positions or move forces humans, wesh q would be forced on the les aften dwarf th kers’ initial that those | chinese
around, including to attack or to be. despajr]ngat how poorky humans amsets sides of the commercial banks" “table stakes™ d o fromall property developersreceiving new
de(cndma!lv‘ play diplomacy in real life. balance sheets, Andres Rodriguer Jane Storm it Hines,

The game is regarded as something The effect would be catastrophic for | Founder and Chief Technology dfficer Chigf Peapie Officer, Sagn Haoldings as wrongly stated in an article
of a grand challenge in Al becanse,  The writer is ascience commentatar the banles' capital, &s well as for their Nasumi, Boston, MA, US Folkestone, Kent, UK on November 25,
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here were times in the

:;Iiddle of tll:aehta.st decade

en a Briti was

since then, the rate

hashoverad around €1.1. What can you
do, as a Remainer, other than salute
Breﬂfwhtdm\gusdewmmmm

dmam.lha.tuf ity, isali

Brexit has made Britain a more European country

— a convergence has been going on
across the Channel. The recent trajec-
tory of the two currencies against the

dollar e
but far from the most profound.

Mo, that is Britain's embrace of big
government. Tn 2028, its tax burden —
its fiscal receipts as a share of national
output — is projected to be five percent-
age points higher than in 2016. Social
democrats on the continent must be
blushing at this faithful emulation of
their model. The tax rise hasn't fust
occorred since Brexit, but in part
because of it. Having forfeited some
economic growth by gumming up trade
with fts nearest and largest the
UK has to tax more to fund the same
levelof

What a continental m\mtry Britain
has become since it left the EU. What a
deceptively European project Leave is
turning out to be. Under the surface tffs
— ower refugees, over Northern ireland

There Isapamdm( here that Leavers
can chew over at their leisure. Eritain
was at its most liberal and ®Anglo-

1994, when the nation was a member of

not just any EU, but one run by Jacques

Delors, whose European Commission

was seen by UK tablokds as a vector for

sucla].um. Itis outmdt thc club that
It the hand of g

cutsini Those thingsk

not happened, of course, in large part
because they are awful ideas. But the
conceptual possibility was there, The
Slm'c mctlunar}'. the nativist in the
d town: I regret their

most. In the 19608, the UK's tax burden
was as high as Scandinavia’s, Now it is
and without th l

Underneath the surface

tion of art as good and as caustic as the
Beatles’ “Taxman”.

Leave vote, but Tcan't fault the internal
logicof it,

What never existed was a sound
liberal or free-market case for Brexit.
There were not enough opportunities
elsewhere in the world to make up
for lost European trade. There were
not enough growth-sapping EU

+ d i

a pro-market bent who voted Leave
should be pressed until the end of their
careers to say what on earth they
thought they were doing. The prime
minister is a good place to start. As

‘There was, and is, a sound
u:tmdmmalm‘.mxfﬂrﬁmnt Formal

Saxon” inside th project. The
tax burden feilasbuwas‘zspereeml:\

How to think
about policy
in a polycrisis

Martin Wolf 1 .o

NOMmiC

In our interactive world, we can
no longer put problems into
convenient intellectual silos

allows Britain to subsidise
domestic industries and make steep

to cite the cost of fiscal relicf during the
pandemic and the sccondary effects
of the war in Ukraine. At all turns,

however, the question comes back:
does Brexit make the problem better

OT Worse?

Even there, with the higher taxes, the
Anglo-European convergence doesn't
end. For generations, one thing Britain
had over much of the i was

been a hardening of the soft corruption
that was always a part of the British
system, Yes, sections of the media have
leng carried water for the Tory party.
But the sycophancy under Boris
Jjohnson would, were it to happen ina

civie order. How amusing were the
many prime ministers of Ialy, the manmy
republics of France, Tt was not for the
salons that Voltaire came to England.

i 1 country, i the
same Tories that Europe is alien and
irredeemable.

Bad convergence is still convergence,
though. Thanks in part to Brexit, Britai
ue\mhmglpuhl‘y mm'e].\kr that ofa

amx

‘What the nation lacked in painting or
classical music, it rad; d in the
higher art of politics.

Mow? Britain has had five premiers
in six years. (The previous five were
spread across 31 years.) MPs who would
have been quarantined on the
backbenches a decade ago get to be
home secretary. Before it is anything
else, Brexit is a human resources prob-
lem. It turfed out a generation of plod-
ding but conscienticus politicians and
elevated some feral ones. The result has

Bl loa th cial

ofa i
market and a currency more like the
single European one. Those of us who
abways wanted a continental future for
Britain must not now be churls, We
must give credit where it has been so
strenuously earned. Boris Johnson,
Rishi sunak, Vote Leave, assorted hedg-
ies: behold your legacy. And thank you.

jaman gameshgft.com

elcome to the “polycri- d with other forces. Mavi The impact of this energy crisis is the Inflation has become inc Gas reserves in Europe may well be lower
sis” —aworld inwhich,  today’s storms compels us to developa  biggest since the 1970s widespread within economies next winter than in this one
as Adam Toeoze says, widerunderstanding. Estimated share (%) of OECD GDP spent on Share (%) of Hems In the inflation basket with price Scenarios for gas storage levels (53 In the EU and UK.
“economic and non- This is not an argument against  enargy end-use Increases abave &% until winter 2023424
economic shocks™ are  detailed analysis of individual elements Hungary f L
entangled “all the way down”™. Wehave i the picture. Economists should still 18 peland = - s LY
an inflation shock that emanates from  look carefully at the things they know f\ 16 SOE:Q:_ - . 0
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Slow growth, rising inequality and over-  tably, they also omit vital i Iy f—
reliance on credit have undermined Consider, then, what the report tells [4 I"“ggera:l:'_—' aue B xiﬁ; =0 T T T+ Cald winter
palitical stability in many high-income  usabout tf T 8 Japan ' . I i Nav 22 May 23 MOVIZ Marz4
democracies. The credit boom led toa First, the energy crisis itself struly 1971 1980 1960 2000 2010 2020 20 &0 50 a0} osme
great financial crisis whose outcome  huge, The share of OECD members' GDP  Source 0600 Souce: OELD SourceOECD
included a decade of ultra-low interest  spent on end-use of energy is close to
0 8Ven fragil- 18 per cent, double what it was in 2020, in global h  tialrisk reservesin Europewill  front” in Europe’s conflict with Russia. — d ‘hal
ity worldwide. Adding to these stresses  In Europe, the increases must be far  between 2022 and 2023, The latter is be smaller next winter than this ene, et even this is an incomplete picture, Mlgeswmn{mm Humanity has cre-
is the threat of climate change. bigger than this. The last time theratic  forecast at 2.2 per cent. Mogeover, the  es| if winters are cold orimports  Other elements are the possible devel-  ated a world so interdependent that no
1tis indeed convenient tothink about  was this high was in the early 19805, amhehﬂngh:lkdﬂmglwﬁwﬂl of liguefied natural gas too small. R.In'l.ng opments in the Ukraine war itself and  other approach is possible. Of course,
the world in intellectual silos, focusing — during the ol shock cansed by Saddam  be d by Aslan The interest what Is needed to bring it to a satisfac-  such an approach is difficult. Tt is bound
in turn on macroeec finance, f Iran. ritish and i clal uph 1 and deeper downturns  tory end. Yet another is how China will  to rritate professional experts working

politics, social change, politics, disease
and thy to the

Second, inflation pressires are hoth

of the others. Tn a reasonably stable
world, this may cven work well. The
alternative of thinking about the intar-
actions among these aspects of experi-
ence s also too hard, But sometimes, as
now. it becomes:

strong and widespread. Again. this has
echoes of the inflation in the early
19803, which followed the high and vari-
ahle inflation of the 1970s. Today, the
energy price shock cansed by the war in
Ukraine followed the negative shocks to
sunnoly and nositive shocks to demand

cast toshrink alittle, while the eurozone
and US economies are forecast to grow

than now foreseen. Food shortages

m.lzlltoause deeper diwm in dewﬂogr

escape the trap of its zero-Covid policy.
Lmbulnot Teast is finding ways tohelp

ing P

out far worse. The energy outleck is
itselfhighly uncertain, with a substan-

inafinancially i

The DECD’; wview, which 1 share, iz
that central hanks must not take a
in inflation as a sign their job is done.
1t is essential that inflation be broueht

loping countries through their
looming financial woes, while support-
ingtheirclimate transition.
The paint is that we need to analyss
within the silos, while also analysing
svstemicallv across them. The OECD. to

comfortably in their silos. But ever since
the financial crisis and quite particu-
larly over the past three years, it has
become clear that such narrowness is
folly. it is to be precisely wrong rather
than darato be

sowhat has the OECD done with this
venture? Some sav it is closing it. This
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1t is not just lhEulE.Li:ally true that
everything depends on everything else,
1t is a truth we can no longer ignore in
practice. As my colleague Gillian Tett
often warns, silos are perilous. We have
to think systemically, Economists have
to recognise how the economy is inter-

triggered by Covid. This combination of
sapply and demand shocks with big
reductions in real wages and losses of
national incomes in net -import-
ing countries makes the job of central

difficult.
Third, there is likely to be a sharp
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firmly back under control. in this

context, it is also vital that fiscal policy

be targeted at supporting those worst

hit by bigh energy prices. Justas impor-

tant is a push on expanding supply of
ble energy and

cnergy efficiency. That is t]u: “home

its credit, created in 2012 a unit called
the New Approaches to Eeonomic Chal-
lenges in crder to do that. As this unit’s

most recent and apparently final report

would be a mistake. 1f the NAEC is not
good enough, make it better, The world
we know now does not divide into neat
silos, Our thinking must nDl remain

notes, we have to analyse i
among social, economic, political, geo-
political, health and environmental

stuck narrowly
martinwolfigfl.com

Brooke
Masters

AN

t's been a lousy month for the repu-

tation of professional inwesting.
The eollapse of FTX revealed that
everyone from racy hedge funds to
stabd pension and sovereign wealth
funds had been throwing money at a
ncy ith weaker

financial controls than Enron.

Elizabeth Holmes was sentenced to 11
years in prison for Theranos, a fraudu-
T ' Yot dendved

orade founder Larry Ellison and media
mogul Rupert Murdoch.

Shares in tech companies that went
public during the 2020-21 Spac frenzy

18

Doesn't anyone do due diligence any more?

are down sharply, and many crypte
flnm are t.eELenng. B]nckl‘i declared

laim

the work. Yet both missed what FTX's
new chief has described as a “complete

ofbeim'bnd(edbylhe best”lnduding
SoFi, Tiger Global and Peter Thiel,
Doesn't anyone do due diligence any
mare? The boring process of checking
that potential investments can live up to
their promises has fallen completely by
the wayside. Due diligence once meant
sending bankers to check that a mining
company really had a working gold
‘mine, hiring accountants to scour the
hoeks and asking lawyers to Iliemif'p
hat could p

inabanlouptey.
These days, it iz hard to know what
due diligence actually means. Omtario
Teachers' Pension Plan, which put
$95mn into FTX, insists that its profes-
sionals “conduct robust due diligence on
all private investments”, Tiger Global,
which tossed in $3&mn, pays outside
consultants including Bain & Co to do

failure of corp controls”. Sequoia
Capital, which handed FTX founder
Sam Bankman-Fried $214mn even
though he played video games during

1 1
Lhelr casin
‘his pitch to them, has walked a fine line.
It issned a rare apology and promised
tougher standards in the future, while

mﬂmﬂmndﬁdmc pmpercheclm.

spraying cash amu.ml. The Vc model

Iu.nds Flush with heape of “dry pow-
SoftEani

has always i most fled,
companies fail but investors wers com-
pensated for those losses by getting in
early ona few bigsuccesses.

However, decades of easy money and
alack of decent yields from safer alter-
natives mean this approach has spread

. big play k,ﬂx!r

Adal i boanted ofth

have to take wild bets to get a decent
return. Volatile markets have reminded

atwhich they could deploy capital. Thal.
put pressure on rivals to call off their
lawyers and accountants. Many agreed
to invest with lmle or ne pronemon far

!hrurmnnrv -Fried refused to

from carly

rounds imvelving on the FTX

a few million dollars to gigantic deals nrd s.nduaea two little known andit-
mvolving hillions. ing firms. Even when investors did insist
As more apparently successful com-  an doing diligence, the hands-on work
stayed private for longer, inves-  usually fell to the lawyers, con-

panies

tors’ fear of missing out on the next

Ammn oF Google grew. That left them
ble to hucksters.

started picking companies based on

who else was part the funding round

rather than en wlm.her the entrepre-

neur

there has been a gradual msjon of
slandard.s as venture i

Theltmuerh:taestmmmwdluw
the worse the probl a3 Instl-

tutional i allocated more and

smartest enLre’prEneurs and started

* FINANCIAL

more money to private investment

TIMES

us that the val don't always go
up, wen for mners-Googlc and Ama-
are down by h
one-| H\u’dsutej
Investors who want to restare stand-

ards should start with the financials.
The FTX fiasco provides a reason to
insist on proper andits that delve into
the way companies are spending their
money and fully disclose related-party
oddities in the cash flow

sultants and bankers. Today's 20-some-

then give potential funders strong justi-

things have no ingful dewnturn

ience so were less experienced at
jndging the adequacy of controls and
clauses that only matter when money
SLarts to run gut.

And run out it has. Venture capital
funding in the third quarter dropped 53
per cent year on year, according to
Crunchbase. With interest rates and
bond yields rising, investors no longer

Some tmxh;loundera will object,
and some visionaries will struggle to
meet the higher bar, But the best new
companies will survive. They might
even soar higher if they no longer face
competition from mediocrities lept
alive by prodigal investors.

brooke mastersgft.com
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Lex.

Twitter: @FTLex

BlockFi/FTX:
chain reaction

Cryptocurrency has a bright future, the
digital asset lender BlockFi implied on
Monday. The problem was that the
company sabd so in a filing with a s

teetering. There are tactical reasons for

BlockFi and its lawyers to put on a
brave face.

Eut there is little reason to Imagine
that the crypto ecosystem can become:
sustainahle in its corrent form.

Nestlé: swalt of the dearth

The swiss 00s g

has to raversa th

must |

prafitability has hurt Nestlé's share performance versus peers.

Nestié needs to deliver
Oparating profit margin (X}

Over 15 years e

10 2021 (SFr) -

20
Target

\

| Q
<

-10

fmmphacts

In tha next few years,

TENETOUS D w-'m(ord oo This year's Inflation hit to

Shareholders have been rewarded

ﬁmﬁnd payments

/

RBC/HSBC:
maple leaf brag

A self-d ating Canadian coll

Shares have underperformed
Tatal refurns (rebased)

M5E1 World Consumes

jokes that *worthwhile canadian
initiative” s the most soporific phrase
in the English language. But there is

court. foothall: 105 lenty to sel pulses racing in Royal
BlockFi was one of the crypto groups I'raliar! - Ii: 100 gankolmaﬁ’ﬁ%wwmuono(m
most exposed 1o Sam Bankman-Fried’s bend it like Juventus Canadian unit.
FTX. After the trading platform went s The price of C$15.5bn ($10bn) is far
under this month, swifthy Football is great fun for star players above vahations from this column and
halted withdrawals by its own clients. and fans. Perhaps less so for investors A 5 - from brokerage analysts. The deal is
in a hankruptey filing on Monday, in the sport. Given a furry of high- . & L illed as a “once n a generation
BlockFi valiantly tried to distance itsslf | profile deals in the sector, juventus's o PR 5K o H N PE by REC. In Canada's
from the same move at FTX. BlockFi troubles provide a timely reminder. 2018 2019 2020 m]_ 202" 2025 2021" 2022 highly-concentrated market, key
arguedmalltoould simply reorganise The board of the Talian foothall cub FTgraphe Soucis: comgarry, Vistsls Al “atmats ‘Seurce: Rotrity banking assets rarely come up for sale,
weeks and come out the other side — majority owned by Exor, the Agnelli HSBC Canada, the seventh-largest
revrt.almeﬂ family’s listed vehicle — has quit after Sweet and salty — “swalty” — food digits target. With average pricing up disposals of a bottled-water business lender in the country with C$1%4bn of
The company may not have been an inta fts fior appeal to 7.5 per cent in the nine months to and part of a stake in cosmetics assets, is profitable. 1t churned out
ularly mismanaged as FTX was. | players’ salaries and transfers. That. incrs, Sharcholders p SURATY iber, it now ts full-year maker L'Oréal. C$717mn in net income last year and
But the sheer i combined with finandal losses, have stulf in the form of capital gains and .saksgrw'lhod'upho&slxrucnt Bchoeider made clear yesterday boasted a 11.7 per cent returm on
itisnow | reduced the market vahe to €700mn, payouts. Nestlé chief executive Mark Eut steep cost-inflation ik ipary agy equity. 1
1nherendvl|.'rmhlefora].lpanlcipanu down 35 per cent in the past year, Schneider has therefore soured the this year’s operating margin dip well cash flow equating to 12 per cent of have resisted more consolidation ina
According bo-court papers, BlockFi The probe is still at a preliminary mood with the news of the bite that ‘below 2025% target range of 17.5-18.5 sales by 2025 This year’s proportion sector dominated by only six big firms.
s up to $10bn in lHabilities. These stage. Prosecutors allege that juventus kﬂxﬁnnhﬂsmnmullhesm pelcemsdmdltfhash@hnpes[m should be under a tenth, according to RBC appears confident that its own
include customer accounts and swapped players with other clubs at i of coffes and pet S&P data. transacticn, confinming its position as
settlement payments it owes the US inflated values, producing fat capital Goba]inﬂaummavnmdﬂ'anebm food. Analysts forecast the revenues of Hitting those targets when Canada’s top hank, will pass regulatory
Securities and e Commission. gains with little or no money jpressure on household thglnhzrdi\iaimahmlldgwﬂmze economies are slowing rapidly will sm:hny.ltmpaymgﬂmmwa]mtols
1tz complicated relationship with FTX, | hands juventus is also allaged to have budgets will not ahate. restlé sh paints faster th hall. mflation walue. Rival
however, iz the most interasting detail. agreedmpavp]mnbnckmmaf are likely to continue trailing the mu:ld’upememwm mr curbed household budgets. Many Canadian banks trade on a 16-2.5
FTX rescued BlockFi during the first | their pandemicrelated salary cuts MSC1 Global Consumer Staples index. | the two businesses account for more shoppers will seek options cheaper times multiple, imphying a healthy
wave of crypto distress in the spring wdﬂ:mnpmpaiyamningfmﬂﬂa An investor day permitted than 40 per cent of total sales. than Mestlé's fancy brands. control premium. RBC expects the deal
when the terra-] bl ‘The club deni and has e D ty, Nestlé needs more mfmdmaybeimmum_mt to generate annual pre-tax savings C
collapsed. BlockF] secured an sald it will amend accounts for 2022, sales and for profit margins. This free cash flow. Dividend ¥ downtrad) Inevitable i £740mn. That would more than cover
emergency credit line of $400mn, Juventus's finances Inok ropey even year, as inflation lifted the price of have exceeded free cash flow, even other food segments and in the the implicit takeover premium over
which also gave FTX a cheap option to | without accounting. The cub goods, Nestlé's organic sales growth after asset sales, in four of the last five mature Nespresso and Starbucks- average values when taxed and
Ty BlockFi outright. ‘has lost money in each of the past five bubbled up above its mid-single years to 2021, That s desp branded coffiee brand: capitalised. it would also bolster by 6
Rescarch, the trading arm years, for a total of €612mn. It has perocmlllegrwp‘scshmutodzm
of FTX, had borrowed nearly $700mn | raised €700mn of fresh equity since wns:nsuacammphnlg_r
from BlockFi. The Blockri 2019, This reflacts the vicious spending HSBC Canada just 2 per cent of
cryptocurrency ks currently stuck on cycle that many European foothall shareholders — saddled with an Agnelll | economies are the tarpet markets, Poor | of value, up from 62bp a year earlier, the country’s depaosits and morigages.
the FTX platform. The Financial Times | clubs find themselves in. family heirloom that looks increasingly | migrant workers fransacting in cash in The start-up hardly offers a cheap 1ts strengih s in commercial rather
reported on Monday that BlockFi was To perform well, dubs must wrest like an albatross — well agree. hot countries still rely heavily on service, but it compares well with high- | than main street lending. The former
suing Rankman-Fried to seize his star players from wealthy rivals. Ty MOney agents. street banks charging 4 per cent or accounted for about half of the
shares of internet stockbroker Juventus, for instance, acquired Rich-world customers delivered more, They still dominate the business, | business’s net operating income last
Robinhood, BlockFi alleged thathe had | Cristiano Ronaldo from Real Madrid Wise: powerful growth. Three-quarters of leaving room for growth. year, BBC, with about a fifth of the
pladged them to sacure borrowings. for a transfer fes of £100mm in 2018, revannes of £397mn in the six months “behadmnnummssmme country’s deposits, can argne that the
BlockFi’s sunmy outlook seems ‘paying him tens of millions annualty smart money to the end of September came from d quarter, 40 per will duce retal
unrealistic for two reasons. First, it on top. Europe, North America and the UK. lmrearh:r[twﬂkhm’dcrwhcp competition significantly.
requires courts to resolve the Revennes, meanwhile reflact the Wise is 2 surprisingly straightforward Asia-Pacific was £73mn and the rest of | that pace of growth going mMauleauwell,canndn‘s
intertwined FTX quickly. Given the popularity of the team's home league. for a Uk-listed fintach. the world, £29mm. Add in interest dowmturna. More than two-thirds of
messiness of the case, that is unlikely. Taly’s Serie A teams make less than Tt s not trying to be a bank, nor is It revenue on customer balances of Wises customers followed word-of- a]madeanlsmb]m'knngm
Second, it is not obvious that the crypto | half the revennes of the Premier offering a product no one knew they £19mn and total income was £416mn, | mouth recommendations. That will Communications” ($20bn takeover of
sector is healthy enough for a revamp League, according to Deloitte. Worse, needed. Instead, Wise specialises in a year-on-year ise of 63 per cent. Telp. o will diversification. Shaw Communications. Any deal
to succeed, BlockFi survived the spring | these Ttalian cubs, where Deloitte digital international money transfers, ‘Wise expects telal income growth for The shares trade at 65 times forward | enlarging the country’s langest bank
only when the then-mighty FTX mdmmplayr.rs\‘ak:bmeom&&p:r Decent halfyear results show thereis the full year of 55-60 per cent, with a carnings. That underpins a market can expect to receive close scruting.
arrived with a bailout. cent of the revenues, have enough demand for this service to ‘com| annual growth rate of 20 capitalisation of just over £6bn, pegged
A rough few months in crypto have lost money in eight of the last 10 years. | justify the title “disrupter” for Wise. per cent in the medium term. Higher- g fair value by Lex when the company EaoroacFimmety
fefled the likes of Three Arrows Capital, This begs the question of whether Correspondent banks charge alotto | value services, such as a new debit Tested just over a year agn. FT For notes on foday’s stories
“Vioyager Digital, Celsius Network FTX | public markets are the best home for move funds round the world. Wiseand | card, will support revenue growth. The ‘Wise Is hardly a value stock. But if go to www.ft.com/lex
and now BlockFi Others must be foothall assets. Exor minority its peers undercut them. Developed average transfer fee & basis p you seek Wise has it.
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Journalists & their crews are risking their lives to bring you
the facts about the war in Ukraine. A free & fair press to
shine a light on truth has never been more important.

#supportjournalism
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The Future of Energy
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Supply chains slow renewables push

Europe risks missing
climate targets as cost
of components soars,
writes fustin Jacobs

urope has put the rapid

expansion of renewable

power at the heart of its race

to meet ambitions climate

targets and — in the shorter
term — to wean itself off Russian energy
morequickly, after Moscow lamnched its
assaulton Ukraine.

Enropean Unicn commission presi-
dent Ursula von der Leyen recently
emphasised the need, telling a confer-
ence that renewable energy ot
is “not only good for the climats; it is
also good for our independence™ She
explicitly added that it was imperative
to counter Russian president viadimir
Putin'suse of “fossil fuels as a weapon”.

But smarled supply chains and the ris-
ing cost of key raw materials are now
slowing the deployment of wind and
solar power across Furope, just as it is
needed most — threatening the conti-
nent's ability to meet its ambitious
growth targets for the renewables
Industry.

Henrik Andersen, president of Vestas,
a major wind murbine maker, told ana-
lysts this month that “cost inflation,
;wpei:y c.ha.\in dl:impldon a‘nd Ca\dd-:r-

sactor’s growth, even as the energy orisis

p to
meet both the rlcttr'u:ity demand,
ensiTe eneTgy
thrlmycmnponmfmthewhd
and solar industries kave risen sharply
this year — part of a broader increase in
commaodity costs after Russia’s invasion

of Ukraine. For example, the price of
polysilicon, a key input for solar panels,
i 1 T i

a slowdewn in production in China,
where tight Covid- wmmdlansrem.anl

Gamesa turbing plant in Hull, wh

layoffs  paspe)

Pricesof steel and aluminium, which
are also crucial for renewable power
projects, are up 70 per cent and 40 per

»saysthe IEA.
These surging materlals prices,

in place, according to the
Energy Agency.

along with T i

tion ing, h:

of wind turbines and solar panels up
between 10 and 20 per cent this year,
according to the 1EA. And that increase
has brounght an end to a decade-plus
run of steep cost declines that had
helped to drive renewable energy's

MNow, with costs reversing, the Eure-
pean renewabls energy industry's prof-
itability has b i

Inside

Scaling down nuclear

‘Flat-pack” modular
reactors lack size but
offer larger benefits
Page 2

it
i a wave of lay-offs just as it should be
scalingup its capacity.

siemens Gamesa, the third-largest
maker of newly installed turbines last
year, reported a loss of €1.2bn in the
nine months ended in June, which was
233 per cent more than the loss it suf-
fered in the same period a year carlier. It
has also announced that it is slashing
2,900 jobs, or 10 per cent of its global
waorkforce,

General Electric Renewables has also
recently announced job cuts, while ves-
tas has warned that its revenues will be
sharply lowes than previously thought.

However, European puhcymakers

0il exploration
MNew licences for North
Sea drilling may fail to
shore up supply

Fage 2

Balancing the grid

Flexbility and changes
in consumer behaviour
will be needed as
demand grows

Page 2

have heen boosting their bl

energy targets as part of a broader
rethink of the region’s energy security
following Moscow's assault on Ukraine.
As EU member states imposed eco-
nomic sanctions on Russia, it subse-
quently slashed its flows of gas to the

anceon Russian fossil fels.

The EU‘sR.EPowtr}_U plall rofled out
in May after it ion, lifted
the target for renewablz energy in the
power milx from 32 percent of tofal elec-
tricity generation to 45 per cent, by
2030. This would necessitate a rapid
acceleration of new wind and solar
projects across Europe — far beyond
whatis currently taking place.

Eut, rather than accelerating, new
arders for wind turbines have fallen
sharply, cansing WindEurope, a trade
body, to raise the alarm aver a potential
slowdown in deployment.

1t hias found that new turbine orders
totalled just 2 gigawatts, in terms of

Continued on page 5

Poorer countries push
back on fossil fuel bans
Developing nafions tell
COP27 summit they
want to use

energy i

assefs
just
like
the
west
Page 3

Energy storage is key
to reliable renewables
Bridging gaps will solve
intermittent delivery of
wind and solar power
Page 3
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We choose to be
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because we choose Earth
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The Future of Energv

The next b|g Thlng in nuclear power W||| be very small

Atomic energy

New modular reactors can
cut costs and construction
risks, savs Sylvia Pfeifer

Big has been beautiful in the nuclear
industry. For decades, the size of
nuclear reactors has steadily increased,
with each new plant able to generate
mﬂmrmmmo{dmﬁdﬁ'

back on the agenda, amid new fears
for energy security following Russia's
invasion of Ukraine and the ever-
greaterneed to reduce global carbon

rn Germany, chancellor Olaf scholz
decreed in October that all three of the
country’s remaining nuclear plants
would continne operating until mid-
April 2023. The country had been due to
shut down the plants by December 31,
under drawnup by then-chancel-
lor Angela Merkel iollwlna Japan's
nuclear disaster of 2011,

Britain’s first | reactor, at
o

Calder Hall in Cumbria, pakl

hile, is considering

E‘nuu:t.

genarating in the 1950s;

sizewell B, the power plant in suffoll.on
coast that d

ing in 1995, currently generales

1,200MW or 1.2 gignwatt.

But the future may be much smaller.
Dozens of companies are working on a
new generation of reactors that, they
promisz, can deliver nuclear power with
less cost and risk. These smaller plants
will, on average, generate between
SOMW and 300MW of power, compared
with the 100OMW-plus from a conven-
tional reactor. They will also draw on
modular manufacturing technigques
that reduce the construction risks
encountered with larger reactors,

And nuclear power is now firmly

Hruwvelr, with largs reactor
still facing financial and construction
problems — in the UK, the new 3.26W
Hinldey Point C plant in Somerset has
been hit by delays and cost overruns —
analysts believe the time may be right
forsmall modular reactors (SMRs).

Emnd the prwlslon of haselnad

exlﬂaius Philip Meier, partner at LEK
“The flat-

green hydrogen or a mmbma.uun of
heat and power in remote locations.
They can also be used 1o power large
industrial sites or data centres.
one of their biggest selling points is
that they can be lawt’mory Tuflt, in
rnodules it hof th

-pack [approach]
gives you predictability, [with] con-
struction on site, which reduces the
financing costs. You should also be able

means that there is “less demand for
.spmean\llurmolmgwam’ says Vince

Zabiclski, partner in the nudear energy
practice at law firm Pillsbury Winthrop
Shaw Plttman, They also invelve
“gmaller emersency plannl.ng ZONEs

to mm‘h down the learning curve as
1 n -deskmed ™

they willt

small modular ream could also
to nations unable to

prove
fund large nuclear. Their smaller size

I'Em
mean!ng them axe Far more suitable
bulldingsites for SMRs™,

‘Government support for SMits —

most of which will not be commercial
until the mid-2050s — has increased
substantially in the past two years, run-

to a point where, through the benefit of
repetition, [investors have] certainty
that these are an attractive, investable

ning well into the billions of US dellars.  solution” he argues.
That is 10 t pport than was i th isbeingled bythe
flable 3 fewr S

the International ENErgy AREncy.
Some 70 designs are at different
stages of development giobally, the 1EA
reports. However, analysts warn that
private capital will be essential, too, and
regulatory certainty will be required to
attract it. Higher costs for building the
first of these new types of reactor will

alsobeakey challenge.
“We are at a bit of a tipping point

UK. the US, Canada and France, all of
T 10 thel

domestic markets, as well as a new
source of

NuScale, an SMR developer based in
the 115, received approval for the design
aof its integrated pressurised water reac-
tor from the US Nuclear Regulatory

inOctober.
In the UK, FTSE 100 group Rolls-
leadi s

here,” zays Florian Funke, partner at Imﬂdﬂﬂeetafmh:llmm each capa-

]..El(l" 1i 'BI.!‘I it al ble of gener: 470MW of electricity,
d nment  at operational and mothballed nuclear

h\cmﬂmlﬂﬂb&ed tocome  sites. The consortinm has been aided by

in and develop thelr propositions mere than £200mn of government

further and get them to 3 commerdial-  funding,

ised level" Anather cumpany lowking to build

In the UK, th islooking  react

at a funding model known as the regu-
lated asset base (RAB), which has been
used for other infrastructure projects,
such as Heathrow airport’s Terminal 5.
Under this model, consumers will con-
l.r'blll.e up!mm. to the cost ofnm:iear

‘Ihts wou}d give developers "some
, says Mejer. “You need to get

HNewcleo. Thu company, wlucll |s
backed by Exor, the of
Italy’s bA;nelli mmd-
cooled fast reactor” that can run on
waste produced by conventional
nuclear plants — so it does not require
mined uranium. The company wants to
build aﬂeetolzoouwreuwrs inthe
UK,

Oil exploration Granting permission for more UK production is unlikely to lower prices or reverse the fields’ overall decline, says Gill Plimmer

No return to North Sea
despite new licences

n recent months, fust stop Of pro-
testers have glued themselves to
central London roads, blockaded
entrances to petrol stations,
stopped traffic on a key bridge in
the UK capital, atternpted to disrupt the
British Grand Prix motor race, and
thrown a tin of tomate soup ever Vin-
c:nt van Gugh‘s “Sunflowers" at the

in the UK, as they are set by inter-
mar]

Despite this, Offshore Energies UK,
the industry trade body, argues that oil,
gas and electricity still provide almaost
three-quarters of the UK's energy neads,
50 it is necessary to maintain domestic
producllon to reduce rellapce on

Last yrar Bmzm mpm‘bul 62

SRR e

the long-term decline.

This has made the region less appeal-
ing to the big industry players, such as
EF and shell, which have chosen to
divest th ez of North =
recent years — leaving smaller players,
such as Alm-listed 10G and Neptune
Energy. mﬂl the biggest appetite to
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UL

since being formed in April this year,
the campaign against the nse of fossil
fuels in Britain has seen hundreds of its
supporters arrested. But, far from

ST ARSI U 0 S DS A 18 L S
ot its oil, according to an Offshare Ener-
gesreport.

“Recent exploration activity levels
in the UK Continental shelf are lower

deterring protests, the cause has been  than necessary to sustain reserves
given added impetus by a UK govern-  and meet UK demand,” says Mark Wil-

decision to grant a. fcil  son, operations director at Offshore
and gas explaration licences. Energies UK.

Under this programme, the orth Sea
Transition Authority is expected to

The UK still has oil and gas reserves
equivalent to 15bn barrels of oil that

All pages from Financial Times (Asia), Wednesday,

LA L,

Andrew Latham, an analyst at Wood
Mackenzie, says there are only “mod-
et opporiunites in the North Sea and
he doesn’t see much scope for that to
change. “There are occasions where
there is a surprise find, but its unlikely,”
he notes.

Global upstream oil and gas invest-
ment has fallen from $700bn since 2014
to $400bn a year and there is “no going
back”, Lath

misz to explore for ol and gas onthe
Continental Shelf by the end of June, Tt

llp four areasin th i
part of the North Sea, where gas has
already been discovered.

could be exploited
=ays. If investment of £26bn conld he
secured this decade, Britain could still
‘meet half its oil and gas demand domes-
tically by 2030,
However, while Offshore Energles
ducti bei d, even

e ageiall el Hiaf thiy
will mount a legal challenge. Environ-
mental group Greenpeacs claimed the
new licensing round was potentially
“unlawful” and indicated it would aim
ta block it in the courts. Climate cam-
palgners have stressed that the UK gov-
ernment’s attempts to secure more oll
and gas from the North Sea conflicts
‘with its commitment for the UK to have

et mmmbon emjssionsby 2050.
The Briti

it acknowledges that, after 50 years of
exploration, the North Seaisa declining
|
‘IFyou're not sure how

much il and gas is going

to be needed, you don't
want toinvest’

1 il and 3

s ustified by Russia’s attack on Ukraine
and denial of gas supplies o Europe,

field. Output has been falling by about
sper cent ayearandmedepoalts that

which it say=s the need for
energy independence.

But experts say it remains unlikely
that any increase in oil and gas produc-
tiom in the North Sea would lower prices

harder to extract.

Even if fields adjoining existing sites
can be harnessed for production within
menths, new developments can take
years to come on stream, so the new

A UK windfall tax on oil and gasz
explorers could alse deter UK invest-
ment, he says, although it has largely
been offset by a generous I)wesunznl
tax relief, which rewards

November 30, 2022

Dwindling
market: a drilling
platform supply
vesselin

| The g is seeking to | Relis on imported energy
maintain North Sea nroduchon has grown as Merth Sea output
UK Continenial Shell production has declined

(min tonnes of ol equivakant)
250

UK net import depandency
(% of total energy supply)

with an overall 91p saving for every £1
they commit.

‘The shift i
less certainty about the duration of
demand — and that affects the appente
from the larger cil and gas
pump resources into the conlmental
Shelf. “1f you're not sure how much ol
and gas is going to be needed, you don't
want to invest,” Latham explains. “A lot
of the message is that fossil fuels aren’t
wanted.”

the Carbon Trust's Net Zero Intelligence
Unit. He points out that even the
International Energy Agency has
warned that expanding oll and gas

the transition to renewable energies,

o4l
1970 1980 1990 2000 2010 2020
Source Dapanneent $or Business., Energy & INGusival Siraregy

the UK g ‘s niet
zero targets. “Prioritising renewables
would deliver a deaner, greener energy
system, make the UK lient to

S A
g
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Fossil fuels still make up more
than three-quarters of the
UK's energy needs
Share of UK Inkand enargy
consumption (£}
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= masly mckes

Ent, until the UK can develop signifi-
cant storage that can deal with the inter-
mittency of wind and solar power, there

1 . i 1l

global shocks in the price of ofl and gas,
and deliver more jobs to support UK
growth,” says Retallack.

The best solution, suggests Latham,
may be to cut back on the need for more

for example, rather than targeting the
supplier companies, “If you're really
gaing to focus on reducing emissions,
you need to focus on demand — so the
activists’ decision to protest at petrol
stations and roads is interesting, as it

fossil fuels by better insulating homes,

ryone,” hesays.

L

Now is the time for all

Electricity

Energy exp

the p of h and

hald

Changing consumers’ habits
can help to manage demand,
says Nathalie Thomas

hmi.uesseg in balancing grids — by
manipulating how and when they use
power — can be helpful during crises
and in the longer term, in meeting net
zero emisslon goals,

This winter, millions of British house-
holds may be called upon to keep the
country’s lights on. National Grid — the

in charge of Britain’s electric-

focused

Manyg pri
‘marily on wind and solar electricity gen-

targets cannot be reached “without

company

system — has asked customers with

digital “smart”™ meters to sign up to a

service that would pay them to cut their
; h

“Alot of af buzz has been made an the
supply side . . . but, actually, what is
mssln,g today is a commitment from
5 on the

Although it is confident that Britain
can avoid b]adml:s. Mational Grid will
run 12 one-hour d 15 of this

and
dema.nd side” explalm 0|Ivier BIum.
of

mvmmmm agwell

Hec business.

Consumars z ability to help balance

ways for comsum-

consumers to come to the aid of their grid

¥ &eml\d

for Decen-

i v lacirscity oL
will become particularly impaortant az
maore of the UK's 28mn homes switch
from polluting gas boilers to electric
heat pumps, and more drivers swap pet-
ol or diesel cars for battery-powered
vehicles.

Inthe UK alone, the switch to electric
heat pumps is forecast to increase
anmnal residential electricity demand
by 50 per cent by 2035, according te
National Grid forecasts. By 2050,
demand during peak hours could dou-
bile, which would require a significant
Increase in power generation assets and
costly upgrades to electricity grids.

rmwever, at the same time, many

Healpum;;snlse I
Europe’s energy crisis and events such

from relia-

Ehltpollld:mgpsandcm!powsta
tions, which can quickly respond to
d

asthose in California can p d

&

The

tralisad Enargy, a trade organization.
*That’s really not what the future iz
going to be able to look like, nor s it
whatwe want it o look like " she says.

Ent the lifestyle changes involved in
balancing the grid de not have to be
drastic, Honan argues. National Grid
has said most modern lights and televi-
sions are so efﬂclem ﬂlatnls unlikely
they
tests. Instead, it is asking participating
househelds to consider using energy
intensive appliances, such as cookers
and washing machines, at different
times,

Honan adds that, in the future, house-
holds with electric vehicles will be able
tocharge their batteries when supply is
plentiful and discharge some power
back to the grid when needed. Some

doing this for some time. They are able
to use companies such as the Edin-
burgh-bazed aggregator Flexitricity to
sell services to National Grid to balance
the system.

Mot everyone is convinced about
widespread adoption, though.

Energy consultant Kathryn Porter of
‘Watt-Logic points out that only 45 per
cent of UK households have the kind of
digital smart meter that will allow them
to i i ility services.

wﬁw&e incentives
behind the Mational Grid scheme are
relatively low — and some houssholds
“may simply decide it's not worth the
effort”.

“de‘art?, as the energy transition
progresses and more consumers have

and heat puml;sl. demand response

ersmpwabjggermlemhalnnﬂrgdee czhﬁnmamlssmmeh when house-  sumers to alter their habits more per- “At the moment, how we really keep  companies, such as Ovo Energy, already  could play akey role,” Porter wrele ina
l:rk!ltygrid ded to text alerts from the i the electricity system secure and bal-  offer arbitrage products that allow EV  blog.

“Creating L ‘s grid operator to ved “we have b '+ for five years, anced is through flexing gas use and  drivers to make money using their car But she added that the “market is not
more l'lexlblllwon our eleclrldtysys P as record-breakin P Len year il [about  payi [tofireupquickly  batteries. madylorlhlsvu wl\iewertlnnhalfol
tem is vital for running a clean, green  tures boosted demand making such changes], wedomtneedto  tomeet holes in demand],” says Sarah Some heavy industrial ¢ and h holds being
and fair system of the future” Mow, energy companies are hoping  fight right now,” suggests Blum. Honan, an expert in so-called flexibility  such as chemical works, have been  equipped with suitable meters".
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New oil and gas projects Poorer nations are refusing to sacrifice natural energy assets to help rich po].luters meet emissions targets, writes Tom Wilson

Developing
countries fight
for their right

to fuel growth B

b against Affter days of fraught
cli ch T almost i dtosetupa
provoked s flerce deby ,-_;L.r‘ hic® nations
averth prent of uffering fromcli b but
new ol and gas projects. meyddm(reaathadea]mpham
inpfmr;u; L N down the use of all fossil fuels, {Dllwmg
S Heosedto
usa fossil- 1 gk Arahi; mdnnuh
thelrenengvpmmmanddﬂve Hamwm}eﬂus?bdg.edllmn@l
have support
buted so litth rh mmp?:lemsdeve]oph\gmam
emissions historically? Or must they cut doaermhulldmgmenelgrsmms
emissionsasmuoch asthe long- they will T i using Africa's «of renewables in its energy mixasit But Kingsmill Bond, d “We kingth
industrialised, most polluti poverty ina decarbonisi . gas reserves would lift global shareof  is. . . I thinkit's a bit rich tosay that strategist at clean " he says. “We
Mowhere | expertat issions half point dashould inth i to £roupRMI, dlsme&ﬂemeslhat suddenty have thisnew [solar energy]
sth'onnlmndﬂ:mm)\m dla\‘.hamHuu&athink-’hlk.says o I v ity e ! in the carbon budget for ‘l[,jUL T resource, We should be figuring out how
1 here sk inthe global highly polluting industrialiscd i Bt herealiticsof o uscit, not how can we possibly
thenmexpmedmd:eﬂecun&he urbauhudgtmx]lwpaarercmﬁes what they' dioi the cli d the opp the old which doesn't
eli 'risis, yet 43 per fh Fossil-fi i doing for decades,” she says. presented to the global south by the work any more.”
approximately s00mn — still lack. mllhglppmﬂdettmm\mh mw:h- In fact, it she ey Hesaesbmerﬂmmngasauwwdo
acressto electricity. needed energy and revenue. adds, niri P that Africa produces that. Devel
“Don’t tell Afrk h Tuse mlhag&lngﬂelds—wd!askumla, anly 6 per cent of ghobal fossil fuels from szsbnammrrﬂddearﬂlwtrmme
t.hslrmmwmes."wmemm apmmloshmlmwledsebemeen Algeria, Canada and the Us — fui:]!w 4percemofglohajreserm,buthns ;‘mdn:t&a,andhdpmnnbﬂmmm
itto start in noarer conniries that have meres b hl in nrin
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Th as mchude

the COPZ7 climate
oonchaded in Egypt this menth. Uganda, which aims to export oil for the
“\\“:mnml.hcpmbkm h:sa.ld first time in 2025 viaa contentious
hat, i Afric f  pipelinsbeingdeveloped by France's
itsk 1] the 1] i
tinent’s share of global i 1 that long-term
1 still omly rise rom 3 per cent o pull I eht totell Uganda
3.5 per cent. not tosell, or wse, itsoil.

And, w]\ethel by deskan or not,
COPZ7'sdli

tothe Nigerianleader's call.

“For acountry that is really low-
income, that has significant encrgy
waps, that actually has a pretty highrate

All pages from Financial Times (Asia), Wednesday, November 30, 2022

‘We have this new resource.
We should be figuring out
how to use it, not haw fo
maintain the old system’

not vet bmelh.ed immmelr TESOTTTas.

Marcel advises new producer
countries o ensure that their pmo&.ls
have the lowest

[

prafile — mglw.'ﬂwma “longer
lifespan™and toprepare for a future
when oil and gas production will have to
cease altogether. " This is a one-time
opportunity so [countries] have to be
\'u'y.straicgu about how touse these
revenues,” she explai

energy potential. Increaging that to $140bn a year in
Thecost of generating solarpower has  lending s feasible by 2030, which could,
dmppcdbySBp:rctntmlhepast in turn, mobilise a further $270bn in
1l falling, making it private funding, according to RML
weapurmeﬁydamfnﬁlllugl ‘Dewlopmlhmlunaedmbe
tricity, g risks,” Bond says,
RMI'sresearch. “There needs to be a great hargain

Consequently, the focus of the copzz
negotialors on preserving their
countrics nghhs to dcvclnp oil andps

between peopleon the ground, who
want energy, and people from
wealthy countries, who may be able to
ot S
ap

P

Long-term storage remains bottleneck in
harnessing potential of wind and solar

Excess energy

New technologies to keep
Ppower on tap are emerging
fast but market is still
nascent, writes Shotaro Tani

As the world transitions from fossil
fuels to renewables, o fundamental
question remains: where do we get our
energy when the wind is not blowing
and the sun ks not shinlng?

One solution is bo store cxcess energy
when the sun i shining and the wind i
blowing — then discharge it when nec-
essary. Large lichium ion rechargeable
batteries are already being used to store
energy to some extent, but “carrently,
attery technology only has a capacity
of covering up to four hours”, notes
Carlos Torres Diaz, director of power
and gas market research at consultancy
Kystad Energy.

While that is likely to improve in the
coming years, “there will still be periods.
where batteries will not be enough, so
you need something else to back up
the energy system”, Diaz says. "This is
when long-term energy storage
Thecomes criscial.”

Long duration energy storage (LDES)
generally refers to amy form of tachnol-
ogy that can store energy for multiple
Thours, days, even weeks or months, and
then provide that energy when and if
needed. 1t is a technology that is essen-
tial If the world is to increase the pro-
partion of renewable energy, given it is
an inherently intermittent source.

The Long Duration Energy Storage
Council, launched last year at COF26,
reckons that, by 2040, LDES capacity
needs to increase to between eight and
15 times its current level — taking it to
1.5-25 terawaits (R5-140 terawatt
hours) — to enable a cost-optimal net
#ET0 ENETgy System.

Varions technologles are being
worked on, with varying degrees of
maturity, but the benchmark is
pumped hydro storage, partly because
of its high round-trip efficiency: the
proportion of the energy stored in this
way that can later be pulled out is
around &0 per cent.

It is technology that has been around
for more than a century, involving the

Battery charge: a lithium mine in Chile’s Atacama Desert — e poeiseny g

movement of water between lower and
higher reservolrs to store and generate
energy. However, It remains the most
used storage method globally, with
around 160GW of powsr capacity
installed as of last year. A further
1300GW is planned or under constroc-
tion, with China accounting for around
&0 per cent of the new 3

Although geographical constraints
are a limitation on the use of the tech-
nology, especially in the case of over-
ground large-scale facilities, new devel-
upmmb are cmerging that can a]lcm
for its on non

company Energy Vault. This uses
excess renewable power to lift and stack
compaosite blocks that are later released
to generate electricity. A SMW capacity
proof-of-concept: facility in Switzer-
Iand, built in 2020, achieved 75 per cent
round-trip efficiency, Energy Vault
says, and it has announced plans to
deploy the technology in china.

christian Thiel, Energy Nest's chief
executive. “[1f you] focus on el

you are not looking at that whole
energy pie."

Investment in LDES has picked up
noticeahly in recent years. It totalled
$510mn in 2021, a jump from $130mn
in 2018, according to the LDES Counil,
although it reckons a cumulative
$1.5m-§3tn worth of i

Supply
chains slow
push into
renewables

Continued from page 1
their capacity, in the third quarter this
year — which 1s down 36 per cent com-

pared with the same quarter the previ-
S YRAT.

between 2022 and 2040 will be needed
to develop the sector further.

Bt it remains a nascent market with-
out an established business model —
and, already, one LDES project has been
canne]led n May, Slemens(‘:mm the

gy arm of |
conglomerate Slemens. discontinued its
demonstration of electrothermal
energy storage in Hamburg, Germany.

“A commercial market for large-scale
and long-term storage has not emerged
to date,” a company spokesperson says.

ysis, the two full g slnce Moscow

wind industry could end up in the
same place and has called on more
government suppert for the sector,
including a quota for European-made
supplies.

Last year, Chinese manufacturers

lannched its assault on Ukraine in Feb-
rusary have been the slowest for new tur-
i orders since 2017,

Total orders this year have accounted
for just 27GW of power, far short of the
39GW of new wind capacity needed
each year to hit the EU' 2030 target of
510GW. WindEurope said this was “far
off from what Enrope needs to reach its
energy and climate targets™.

In addition to causing growth targets
to be missed, the supply chain ami

“The penetration of re
energy in the system has not reached
the extent to bring to life amsrk:tfur
long duration storage tech

financial pr have also promp
concerns that Europe's renewable’s
industry could grow mrlv n:lunl on
Chinesa

and the regulatory framework has, fur-
ther, not been supportive regarding
market entry”

Frank Wouters, co-president of the
LDES Councll, says both regulators and
industry players are still trying to figure
‘oat what the right business model iz

“The business case for having better
battery storage [attached] to a solar
system is now something that is rela-
tively straightforward,” he says. “It's

Other similar technol Include
the use of excess energy to compress
and store air, then release it to turn gen-
erator turbines.

Mtcmahvdy. there are c]u:lm(hm
cal teck

MIEEE[TBIIL

A similar method to pumped hydro,
but involving the movement of a solid
‘mass between different heights, is also
heing developed by the Swiss-based

‘The business case for
better battery storage
attached to a solar system
is relatively straightforward’

The climate crisis is having a

such a: How
batteries, These use large tanks of sepa-
rately charged vanadium electrolytes to
store energy, but generally have a lower
round-trip effidency compared with
other options, at present.

And there are new baktery types. Nor-
way-based Energy Nest is storing excess
energy a5 heat in concrete-like *ther-
mal batteries™ for use in industrial
processes, Heat for heavy industry s
mare typically generated by burning
natural gas.

“Fifty per cent of global energy con-
sumption is not in the form of electric-
ity — it's based on heat.” points out

* FINANCIAL

| — you can make a business
«case out of that,” But Wouters notes it is
not always clear where LDES is the opti-
mal solwtion. “It really depends on the
local situation,” he says.

LDES will be "cunreeuuw in some
situations, not others®, agrees George
Hilton, genlur analyst at &P Global
Commadity insights.

He suggests LDES may be beneficial
in places that are looking to decarbon-
ise but lack an interconnectad energy
grid, such as the Pacific Islands, or “in
poorly interconnected areas . . . where
they are relying on diese] or gas genera-
tion at the moment becanse it's not fea-
sible to build the grid to those loca-
tions”. He adds: “Those places will go
down the LDES route earfy, and we'll
get signs as to how the rest of the
market is going to shape up.*
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THE TIME FOR

ACTION
IS NOW

mirroring the reliance on Fusslan fossﬂ
fuels that the continent is trying to
Ireak:

ANTEA reportover the summer found
that the world relied on China for more
than 80 per cent of the supplies needed
for solar panels, and warned that, for
some componznts, the reliance could
rise 1095 per cent by 2025,

Siemens Gamesa chief executive
Jochen Eilcholt has said that Europe’s

1 for 53.5 per cent of new glohal
turhine installations, according to the
Global Wind Energy Council, up from
365 per cent in 2018, Eickholt believes
there is now “definitely a risk” that the
wind turbine industry could come to
loaklike the solar panel industry, where
Chinese manufacturers dominate the
market and the supply chain.

Rystad Energy, a consultancy, has
sugpested that surging electricity costs
brought about by the war in Ukraine
could heighten that risk of relying on
China — further undermining European
efforts to build a homegrown clean
energy supply chain.

“High power prices not only pose a
significant threat to Furopean decar-
honisation e[[orts but could also result
inincreased
Facturing,” Audun Martinsen, Rystad’s
head of energy service research, warned

recently.

“Building a reliable domestic |ow-car-
bon supply chainis essential if the conti-
nent is going to stick to its goals . . . but,
as things stand, that is in serious jeop-
ardy”" he added.
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devastating effect on the world.

Increased poverty. Hunger. Extreme weather. As we go to
COP27, the damage intensifies every day, compounded
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by multiple other emergencies facing the globe—from
soaring inflation to energy insecurity to war.

Developing countries are paying the heaviest price.
The world must do more.

At COP27, all countries need to act. And those most
responsible for greenhouse gas emissions should act
first, leading by example by accelerating their own
decarbonization efforts and providing more resources
for climate action.

We are rising to the challenge ourselves and with
partners, expanding global efforts through financing,
expertise, and analysis. Tackling climate and
development challenges together is key to our Climate
Change Action Plan. We have doubled our climate
finance in the last five years. Last year, the World Bank
Group financed o record $31.7 billion in climate-related
investments, more than any other international
institution, including $13.5 billion in the world’s poorest
countries. Nearly half of World Bank climate finance
supported adaptation and resilience to help
communities already affected by climate change deal
with its impacts. Our new Country Climate and
Development Reports provide actionable, priority
recommendations for decision makers to reduce
emissions and help communities adapt. We are also
leading a fast mitigation sprint to reduce methane
emissions for immediate impact.

Now is the time for action. The future depends on it.
Let's all do more. Join us.

LEARN MORE ABOUT THE
'WORLD BANK GROUP'S
CLIMATE WORK
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