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Will green rules spawn zombie office blocks?

BIG READ, PAGE 13

‘Superhuman’

Zelenskyy

hails troops

volodymyr Zelenskyy, left, hands out
the State Award to a soldier yesterday
during a ceremony for Ukrainian serv-
icemen in the eastern city of Bakhmut.

Ukraine’s president hailed the “super-
human” troops during a surprise visit to
the frontline city. He urged them to
maintain morale as the boom of artil-
lery sounded in the distance. “Motivate
those who are near you, those who
might be weaker,” Zelenskyy said.

At the same time, Russia’s president.
Vladimir Putin made a rare admission
of his country’s challenges in the near
10-month war.

In a video message to his security
services, he said the situation in four
Russian-occupied regions of Ukraine
was “extremely complicated”, and
urged them to intensify efforts to iden-
tify “traitors, spies and diversionists”.
“Extremely complicated’ page 2
Constanze Stelzenmdller page 15

MARTIN WOLF, PAGE 15

Ukraine presicencylAFP

Bank of Japan policy

rethink sends

shockwaves across global markets

@ Surprise yield curve shift @ Big jump in yen ® Traders see ‘pivot’ point @ Kuroda plays down move

KAMA INAGAKI AND LEO LEWIS — TOKYQ

The Bank of Japan surprised investors
with a change to a core tenet ofitsmone-
tary policy, sending shockwaves across
the currency, bond and equity markets.

Traders described an adjustment to
its longstanding yield curve control
measures as potentially marking a
“pivot” by the BoJ, the last of the leading
central banks to stick to an ultra-loose
monetary regime.

“We view this decision as a major sur-
prise, as we had expected any widening
of the tolerable band to be made under
the new BoJ leadership from spring next
year, similar to the market,” said
Naohiko Baba, chief Japan economist at
Goldman Sachs.

The yen jumped more than 4 per cent

to about ¥131.2 against the US dollar in
New York trading, while Japan’s Topix
equity index fell 1.5 per cent. The 10-
year Japanese government bond yield
surged by its most in almost two dec-
ades, reaching a high of 0.47 per cent.
The BoJ move ricocheted across other
big markets. The US 10-year Treasury
yield rose 0.11 percentage points to 3.69
per cent, while the equivalent UK gilt
yield increased by a similar margin to
3.6 per cent. Yieldsrise when prices fall.

Lex.

The move s the
boldest step
Kuroda has taken
after years of
criticism, and only
when he has one

Page 16 foot out the door

BoJ governor Haruhiko Kuroda
denied that the adjustment amounted
to a tightening of monetary policy,
stressing that the central bank would
not scrap itsyield target.

Japan’s increasingly extreme outlier
status has contributed to abig fall in the
yen ths year as markets have pru:ed in
the ial with the rate-ti; i
'US Federal Reserve.

The BoJ said it would let 10-year
yields fluctuate by plus or minus 0.5
percentage points of its target of zero,
instead of the previous blnd of plus or
minus 0.

But he said yesterday the adjustment
was meant to address increased volatil-
ity in global markets and improve bond
market functioning to “enhance the sus-
tainability of monetary easing”. He
added: “This measure is not a rate hike.
Adjusting the YCC does not signal the
end of YCC or an exit strategy.”

Japan’s core inflation, which excludes
volatile food prices, has exceeded the
BoJ’s 2 per cent target for the seventh
consecutive month, hitting a 40-year
high of 3.6 per centin October.

Kuroda had long argued that any

p
It kept overnight mterest rates at
‘minus 0.1 per cent.
Kuroda had earlier said any tweak to
the yield curve control policy would in
effect amount to an interest rate rise.

would be premature without
robust wage growth, which is why most
economists had expected the BoJ tostay
the course until he steps down in April.
The Boj yesterday maintained its out-
look that inflation would slow down

next year and warned of “extremely
high uncertainties” for the economy.

“Maybe it’s an act of generosity by
Kuroda to reduce the burden for the
next BoJ governor, but it’s a dangerous
move and market players feel duped,”
said Masamichi Adachi, chief Japan
economist at UBS. “US yields are falling
now but if they start to rise again, the
BoJ would once again face the risk of
being pressured into raising rates.”

The Bo] effort to defend its YCC tar-
gets have contributed to a cut in market
liquidity and what some analysts
describe as “dysfunction” in the Japa-
nese government bond market. The
bank owns more than half of outstand-
ing bonds, compared with 11.5 per cent
‘when Kuroda took charge in 2013.

Bond bears win page 8
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There were glints of light in a year to forget

» Wells Fargo told to pay
$3.7bn over illegal activity
Consumer watchdogs have
ordered the fourth-biggest US
bank to pay out over conduct
between 2011 and this year, the
latest in a string of fines.— pAce s

» China normal ‘in months’
State media have promised a
quick return to normality and
sought to portray an “exit wave”
of coronavirus cases as part of a
pre-planned strategy.— PAGE &

» Scandal claims new scalp
Luca Visentini, head of a global
trade union body, has quit after
admitting taking cash from the
MEP at the heart of a European
parliament scandal.— PaGE 4

» Car chip shortage alert
Manufacturers and chipmakers
have warned that the automotive
sector will suffer semiconductor
shortages in 2023 as the electric
switch accelerates.— PAGE &

» Gates takes aim at Musk
Microsoft co-founder Bill Gates
has said that “seat-of-the-pants”
decisions at Twitter since Elon
Musk’s takeover are worsening
digjtal turmoil.— PAGE 5; LEX, PAGE 16

» Amazon seals EU deal

The US tech giant has finalised a
deal with antitrust regulators and
announced new measures to level
the playing field for sellers in its
marketplace — paGE &

Underwear overrated
% of Britons happy to receive:
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Condimens
Wall calendar
Scented candle
Cook book
Novelty mug
Underwear
An orange
Drinks coasters
Handkerchief
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Source: YouGov, Nov 29-30
Younger Britons are far more likely than
pensioners fo welcame underwear as a
giff — the biggest generational divide
‘among traditional Christmas presents. A
handkerchief is a little more likely to be
appreciated by an older recipient

Outspoken oligarch’s $1bn
hotel grabbed by court

Analysis » PAGE 2

Media groups shed $500bn in value
as shares head for historic declines

ALISTAIR GRAY — LONDON

More than $500bn has been wiped off
the market value of the world’s biggest
media companies this year as investors
sour on the streaming revolution,
triggering historic share price declines
for broadcasting and entertainment
groups.
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“It’s been a perfect storm of bad
news,” said Michael Nathanson, media

coveringthis sector a long time and I've
never seen such abad collection of data
points before.”

‘Walt Disney shares, down about 45
per cent this year, are heading for their
‘biggest annual fall in half a century. The
shares have come under more pressure
in recent days as takings from Disney’s
eagerly anticipated Avatar sequel fell
shortof estimates in its debut weekend.

ParamountGlobal has dropped 42 per
cent this year and Netflix 52 per cent,
‘while Warner Brothers Discovery has
‘tumbled 63 per cent since its creation
‘this year by the combination of Discov-
eryand AT&T’s WarnerMedia.

The conglomerate’s executives are
trying to integrate two of the largest
operations in media at a time of indus-
try turmoil, and last week warned that it
faced as much as $5.3bn in restructuring

Streaming companies coped well with
the onset of the pandemic as lockdown
restrictions boosted audiences. But
while executives spent tens of billions of
dollars on streaming content, viewing
options have proliferated while living
«costs have soared — encouraging finan-
cially squeezed households to “churn”,
or switch subscriptions.

The Dow Jones Media Titans index,
‘which tracks 30 of the the world’s big-
gest media companies, has shed 40 per
cent this year, with its total market
value shrinking from $1.35tn to $808bn.

Rising interest rates have dented
valuations, particularly of the sector’s
“growth stocks”. Music provider Spotify
‘has slumped 69 per cent and video spe-
cialist Roku 81per cent.

Advertisers have also become more
reluctant to promote brands as the
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Rising tension

US warns of Russia-China anti-Nato ‘toolkit’

Powers are working
together to undermine
west, says alliance envoy

HENRY FOY — BRUSSELS

Russia and China are “sharing a toolkit”
of strategies to undermine Nato mem-
bers, atop US diplomathas warned, urg-
ing western capitals to step up efforts to
defend themselvesagainst both Moscow
and Beijing.

Washington is pushing members of
the transatlantic alliance to toughen
their stance towards China, citing Bei-
jing’s military developments, threats to
critical western infrastructure such as

transport and power networks, its “no
limits” partnership with Moscow and
support for its war against Ukraine.

“Those two are increasingly sharinga
toolkit that should concern the Nato
alliance,” said Julianne Smith, the US
ambassador to Nato, pointing to the
threats to energy supplies and cyber
security, amongother factors.

“There’s just no question that the
[People’s Republic of China] and Russia
are both working to divide. .. the
transatlantic partners. And we are now
very aware, we all have a deeper appre-
ciation of those efforts and are intent on.
addressingthem,” she said.

Beijingis not providing arms for use in
Russia’s war against Ukraine but has

given political support to President
‘Vladimir Putin since he launched the
full-scale invasion in February, and

Other allies did not reject proposals
made by US secretary of state Antony
Blinken at Nato’s Euchalest meeting
aimed at better itical infra-

repeated the Kremlin's
‘blame Kyivand the west for the war.

Nato for the first time in june agreed
‘to address the “challenges” China poses
‘to the alliance. After a step-up in Uslob-
bying, member states’ foreign ministers
discussed concrete measures to address
China at a meeting in Bucharest, Roma-
nia, lastmonth.

“We've seen them share hybrid tac-
tics,” Smith said. “I think China watches
very closely how Russia relies on disin-
formation and things like coercion or
energy security, malign or malicious
cyber operations.”

structure, supply chains of key materi-
alsand cyber assets from undue Chinese
influence or control.

But many European countries are far
less hawkish towards China than the Us
and are reluctant to endanger their
trade and economic ties with Beijing by
taking too tough a posture. Other Euro-
pean members are wary of any distrac-
tion from efforts to help Ukraine.

Smith said the alliance was “focused
like alaser . . . to get the Ulcramlansa]l
the support that they require” in the
form of air defence systems to defend

against “horrible and absolutely inex-
cusable” Russian attacks on civilian
infrastructure, and equipment to help
them rebuild damaged energy systems.

In September, Nato held its first dedi-
cated discussion on Taiwan, which faces
rising threats from China. But the US
intention was not to push European
allies to divert the alliance’s focus
towards the Asia-Pacific, Smith said,
but to ensure allies had strong defence
policies.

Work to move governments from
acknowledging the challenges posed by
China to addressing them was “well
under way”, Smith said, and Nato would
seek to achieve “milestones” at ministe-
rial meetings and leaders’ summits.

Tycoon. Court order

Deripaska complex seized after war criticism

Sochi legal dispute underscores
pressure facing oligarchs since
Moscow’s invasion of Ukraine

MAX SEDDON — MOSCOW
POLINA IVANOVA — BERLIN

A Russi irt has ordered th

of a luxury hotel complex owned by bil-
lionaire Oleg Deripaska, one of the few
oligarchs to have criticised President
Vladimir Putin’s war in Ukraine, in a
sign of the pressure facing the country’s
tycoonssince theinvasion.

The dispute, following an initial claim
brought by a science and educational
hub under Putin’s patronage, predates
the invasion and is not ostensibly linked
to Deripaska’s guarded criticism of the
war, which he has called “madness”.

But the court order to seize the $1bn
Imemﬁnski'/hutelcomplex and marina
in Sochi came after the Kremlin asked
Denpaska to stup (Imclsmg the iC

s familiar witht

“The Kremlin asked him to calm
down,” said a person close to Deripaska.

Deripaska has been under US sanc-
tions since 2018 over his Kremlin links.
But the metals tycoon isthe most promi-
nent of the small number of Russian
business leaders who have spoken out
since Moscow invaded Ukraine in Feb-
ruary. “We need peace as soon as possi-
ble, as we have already passed the point
of noreturn,” he tweeted in March.

The Kremlin asked him to tone down
his criticisms that same month, accord-
ing to another close to the oligarch, and
hasrepeated that requestatleast once.

Many oligarchs privately oppose the
war, yet few have made public com-
ments. Several have said they are afraid
to disagree publicly with the Kremlin,
citing fears of repercussions. In June,
Deripaska warned that “destroying
Ukraine would be a colossal mistake”,
even as he shied from criticising Putin
personally. Two weeks later, the Sirius
Federal Territory, a science, educational
and tourism cluster setup under Putin,
filed three land dispute lawsuits against
RogSibAl, Deripaska’s company that
owns the Imeretinskiy complex.

Putin’s decision in 2020 to grant Sirius
the status of federal territory, giving it
its own government and budget, had
meant it became in effect RogSibAl's
landlord. The science cluster and hotel
complex are adjacent to each other on
the Black Sea coast.

Publicly

court d Elena

, Sirius’s director, was

Sochi: the Black

to Deripaska

seen by the Financial Times show the
judge ruled in favour of Sirius in Sep-
tember, evicting RogSibal, with a sepa-
ratejudgment the same month ruling to
seize all his company’s real estate.

Sirius’s parent foundation, Talent and
Success, is co-owned by Sergei Rol-
dugin, a cellist friend of Putin who is
godfather to his daughter, Maria. Putin
chairs Talent and Success’s supervisory
board. The US described Roldugin as a
“custodian” of Putin’s “offshore wealth”
when it placed him under sanctions
inJune.

a candidate for Putin’s party in last
year’s elections but did not become an
MP. Television presenter Vladimir Poz-
ner last year introduced her in an inter-
view by saying that her “influence bog-
gles the mind. Ministers and heads of
major companies fly to Sochi for meet-
ings withher.”

Referring to Putin, Dmitry Peskov, the
president’s spokesman, said “Sirius is
indeed his baby, he’s the one who came
upwiththeidea . . . butthishas nothing
to do with the court cases.” Tt was “abso-
lutely incorrect” to suggest the cases
were linked to Deripaska’s war state-
ments. “He never spoke out against the
operation” in Ukraine, he said. “Like
many, he’s pushing for everything to be
done better and more efficiently . . .
he’sstating his point of view.”

Deripaska’s office did not comment,
nor did Sirius or Russia’s prosecutor-
general’s office.

Sochi became an investment hub
after it was awarded the 2014 Winter
Olympics, with more than $50bn
poured into the city and surrounds.
Nearly half the tab was picked up by
tycoons such as Deripaska, who spent
about $1bn on an Olympic village and

Searesort is
home to the
Imeretinskiy
complex,
owned by Oleg
Deripaska,
below left, as he
inspects the
city’s Olympic
village in 2013
with then prime
minister Dmitry
Medvedev

Ancrey Khvobostou/Alamy
Stock Photo; Batering
Shiukine/Ria NovosH/EPA

cargo port he later sought to turn into
accommodation with a marina. What is
now the Imeretinskiy complex stretches
1.5km along the coast, with hotels and
apartment blocks with swimming pools.

Putin set up Sirius as a centre to train
Russia’s brightest children on an adja-
cent site after the Olympics. Deripaska
is among the dozens of oligarchs and
state companies to have donated to Sir-
ius’s parent foundation, giving it a total
of Rbs360mn ($5mmn).

But that did not stop Sirius from en-
listing the local authorities’ help in June
to decide whether RogSibAl had viol-
ated its rental accords, ongroundsithad
not redeveloped the port into a marina
and had built “unauthorised stru-
ctures”. The judge in Krasnodar sided
with Sirius, despite publicly available
images showing yachts moored there.

Days after that ruling in

Invasion

Putin admits
conflictin
Ukraine
‘extremely
complicated’

MAX SEDDON — MOSCOW
ANASTASIA STOGNEI — RIGA
FELICIA SCHWARTZ — WASHINGTON

Vladimir Putin has called the situation
in Ukraine “extremely complicated” in
an apparent attempt to prepare Rus-
sia’s population for a long-lasting war
as his stalling invasion of the country
nearsthe 10-month mark.

Inan address to security officers yester-
day, the Russian president admitted
they faced difficulties in four regions of
Ukraine partly occupied by Russian
forces, saying workingthere was “hard”.

Putin annexed four regions of eastern
Ukraine in September to try to secure
Russia’s gains and deter western sup-
port for Kyiv.

But the gambit has backfired as
Ukraine’s counter-offensive, backed by
supplies of western weapons, has
retaken territory Putin claimed as Rus-
sian. Among the Ukrainian gains are
Kherson, the only regional capital Rus-
sia had captured during the invasion,
which began in February.

“The people living there, the Russian
citizens, rely on your protection. And it
is your duty to ensure their security,
rights and freedoms,” Putin said.

Putin’s comments marked the second
time this month he has admitted the
war in Ukraine, which he originally
thought would be over in less than a
week, is settogo on for alongtime.

Earlier this month, he told his human
rights council the invasion could be a
“long process”. However, the earlier
declaration celebrated the territorial
gains from the annexation.

Putin appears to have little intention
of climbing down from his goals, which
essentially amount to destroying
Ukraine inits current form, even as Rus-
sia struggles to gain ground, according
toformer senior Kremlin officials.

Russia has repeatedly said it is opento
peacel talks with Kyiv, but only on the

dition thatall i

The US and its European allies are
continuing to back Ukraine, which has
made the recuvery of its lost territory a

ition for any talks.

“1 wnuld venture to say that things
could be a heck of a lot less complicated
for the Russians in Ukraine if they
would just get the hell out, and just take
their troops out of the country,” US
National Security Council spokesman
JohnKirby said yesterday.

“short of that, which obviously
doesn’t seem to be something Mr Putin
iswilling to engage as an idea of simpli-
fying issues in Ukraine, we’re going to
continue to make sure we can support
Ukraine’s effort to defend itself.”

Putin also indicated Russia’s domestic
crackdown on dissent and heightened
preparations for possible threats would
continue. Russia has made “discrediting
the armed forces” illegal, while Putin
declared martial law in the four
annexed regions and raised alert levels

ds are met

Russia’s deputy prosecutor: generalﬁled
aseparate suit against RogSibAlin Mos-
cow city court. That case briefly reo-
pened last month, allowing papers to
become public for the first time. They
showed prosecutors sought to seize the
Imeretinskiy complex and “transfer the
property to the Russian Federation”.
Constanze Stelzenmaller see Opinion

ineight other p
“Places where citizens congregate,
strategicsites, and transport and energy
infrastructure should be under constant
contml )y Putln said yesterday l‘Cou.n-
mil-
itary counter-intelligence, must be as
prepared . . . as possible,” he added.
“The actions of western secret serv-
ices must be clamped down on harshly.”
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‘The pandemic sparked a sharp decline
in the use of cash across the eurozone,
as the amount consumers spent in per-
son using cards overtook purchases
‘with notesand coins for the first time.

The European Central Bank said card
payments roseto 46 per cent of face-to-
face transactions by value from 43 per
cent three years ago, while the use of
cash slipped from 47 to 42 per cent.

The study also found payments made
using mobile phones tripled to 10 per
cent of person-to-person payments over
the past three years, while online pay-
ments for buying food or daily supplies
from supermarkets and restaurants also
mseataslml]arralem 17peroent.

grew in popularity, with 37 per cent of

i athome,
upfrom 34 per cent three years ago. The
ECB, which has imposed negative rates
on eurozone banks since 2014, said the
trend may reflect uncertainty caused by
the pandemic.

Regulation

Energy watchdog casts doubt
on ‘untested’ EU gas price cap

ALICE HANCOCK — BRUSSELS

‘The EU’s energy regulator has warned
that the bloc’s new gas price cap was
unlikely to lower costs for consumers
orbusinesses if countries kept on rush-
ing to fill their depleted reserves, call-
ingth hani ini

agreed by

Cash was still th payment
method by number of transactions, but
fell from 72 per cent in 2019 to 59 per
cent this year. Cash usage for in-person
payments ranges from 77 per cent of
transactions in Malta to 19 per centin
Finland.

Just over half asked said they had not
changed how often they used cash since
the pandemic hit, but 31 per cent said
they were using cash less often, while 14
per cent said they were using it more.

thisweek “unprecedented, untested”.

Christian Zinglersen, director of the
EU’sjoint Agency for the Cooperation of
Energy Regulators, said he would be
“reluctant to rely on this gas price cap”
tostop the types of price rises that roiled

The mechanism will be triggered
when prices reach €180 and sit €35 per
MWh or more above global liquefied
natural gas prices. Prices on the EU’s
benchmark Dutch Title Transfer Facil-
ity were about €107 a megawatt hour
yesterday, equivalent to roughly $180 a
barrel in oil terms. At the height of the
charge to refill gas storage in August,
prices hit a record high of more than
€300aMWh.

EU energy commissioner Kadri Sim-
son insisted after energy ministers
approved the cap that “with such a

Europe marketsinth

hanism in place, Europe will be bet-

following Russia’s invasion of Ukraine.
The emergency cap, which set alimit

of €180 a megawatt hour on the cost of

gas traded in the bloc, was sealed on

ter prepared for the next winter season”.

However, Zinglersen said discussions
over the price cap, which came after
months of pressure from mostly south-
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Young Iranians
turn ire on clerics
and religious
establishment

Clergy’s turbans are being knocked off
in public as part of nationwide protests

NAJMEH BOZORGMEHR — TEHRAN

‘Young men and women run towards
clerics in the streets, including old men,
knocking off their turbans and running
away, giggling asifitisagame.

For more than four decades, Iran’s

test’smost popular slogans, the first part
borrowed from a football chant critical
of referees.

Hundreds of thousands of male and
female clerical students live in Iran,
which has the biggest seminaries for
shia clergy in the Islamic world. The

ruling Shia clerics have taken an un-  clerics targeted by young people do not
compromising approach to social necessan.ly have any links to the politi-
freed settinga y Islamic nor are they well off,
dress code lnr ‘women, and resmcu.ug lmtfor protesters, they are fair game.

in public. “When le have no access to deri-

But public opinion has turned against
the conservative establishment after
nationwide protests following the death
of 22 year-old Mahsa Amini in Septem-
ber in police custody. She was detained
for failing to properly observe the
Islamic dress code.

Videos of anti-regime protesters
knocking turbans off clerics’ heads in
cities and towns have surfaced on social
media. While not widespread, the
attacks have deterred some clerics from
wearing the headgear in public.

“This aggressive act is not extensive
but has symbolic importance by creat-
ing fears among the clergy who wonder
how far protesters are ready to go,” said
a reform-minded analyst. “The pres-
sure on religious segments of the society
is very heavy now. There are concerns
this might happen to women who wear
[the] chador, too,” the person said, refer-
ring to the top-to-toe black covering.

While Iran has d protests

cal rulers, they avenge those clerics who
live a normal life without any positions
in the political establishment and have
no bodyguards,” said Mohammad Ali
Abtahi, a cleric and former reformist
vice-president.

“rhis act of knocking turbans off cler-
ics’ heads is a big insult in the clerical
world,” he added.

Clerics have been targeted in this way
before, usually by other clerics or their
followers. Abtahi recalls radical hard-
line clerics knocking his turban off on a
visit to the holy ity of Qom in 2014.

The clergy became the centre of Iran’s
pnhﬂczl establishment after the 1979

when
Khomeini founded the Islamic republic
based on his theory of Velayat-e Faqih, or
the rule of the highest-ranking cleric, as
he brought Islam and politics under one
umbrella. His senior religious ranking
and political charisma meanthe saw few
her clerics.

before, these are the first to call for the
toppling of the Islamic establishment.
“Canons, tanks, firecrackers; the clergy
must get lost,” has been one of the pro-

However, since 1989 when Ayatollah
AliKhamenei replaced him, clerics have
interfered increasingly in the country’s
affairs. Even if politicians in Tehran

Line of fire:

Shia clerics have
become targets
for protesters.
Below, busy
road junctions
have also been

wanted to address demands for more
social freedom, they faced oppesition
from clerics. The clergy, whom people
accuse of having lost touch with an
increasingly modern society, are reluc-
tant to allow full participation of women
in public life. Women’s attendance at
football matches has been only recently
slightly relaxed, but they are still forbid-
den to ride motorcycles and there are
hardly any female ministers in govern-

ments. Rules on divorce, custody and
inheritance reflect Islamic decrees.
‘When Abtahi went to Qom in 2001 to
lobby religious leaders for the appoint-
ment of female ministers, he said the
then Grand Ayatollah Lotfollah Safi Gol-
paygani told him he would tell his fol-
lowers tostop paying taxif a woman was
picked asaminister.

‘Whether this year’s protests wn]l en-

-age the clergy to make

is unclear. So far, many have kept silent
about the unrest, barely commenting on
the fact that many women refuse to
cover their hair in public, the biggest
social change since the revolution.

“What is happening in cities shows
the danger to the clergy the path they
have taken [under the Islamic republic]
has been the wrong one,” said Abbas
Abdi, a reformist analyst, inlocal media.
He added that the clergy had histori-
cally been independent of political
power but their closer ties to the regime
could cost them their position as alead-
ingvoice on morality.

Fornow, authorities have promised to

‘Those who
assault the
clergy’s
turbans
should
know that
these
turbans are
the clergy’s
shrouds’

prosecute anybody who dares to harass
clerics. “Those who assault the clergy’s
turbans should know that these turbans
are the clergy’s shrouds . . . and [cler-
ics] will sacrifice their lives for Islam
and the Islamic republic,” warned
Alireza Arafi, director of the country’s

ies.
Public reaction to those knocking off
turbans has been mixed. “The clergy
should realise what they have done to
people for 43 years. Isit good to be har-
assed for clothing?” said Amir, an artist.
But 49-year-old Elaheh believes “we
should not treat the clergy the way they
have treated us. Our acts of civil disobe-
dience should be civilised”.
Analystshave warned that it would be
difficult to get rid of clerical institutions
without provoking a backlash, particu-
larly from religious families. Clerics in
Qom have hardly been targeted.
Mohammad Javad Fazel Lankarani, a
senior cleric in Qom, said “it is time for
us to be more present in public with this
dress” and if “we are slapped for Islam,
we should not leave the scene”.
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Pandemic

Beijing media hail ditching of zero-Covid

Official outlets proclaim
return to ‘normalcy’ by
spring despite cases surge

WILLIAM LANGLEY — HONG KONG
RYAN MCMORRO — BELJING

China’s state media have promised a

return to normality within a few months

and rejected western criticism, as cen-

sors seek to portray an “exit wave” of
P M

ntry

P
as part of a pre-planned strategy.

“yirus experts expect normalcy by
spring,” read a headline in the China
Daily, the country’s premler Engllsh

with headlines such as “Experts:
Omicron has lower risk of causing
severeillness”.

After years of warning of the dangers
of Covid-19, Chinese authorities this
month slashed testing requirements,
allowed most Covid patients to quaran-
tine athome and lifted lockdowns.

The U-turn, which followed an eco-
nomic slowdown and growing resist-
ance to the policies, has been accompa-
nied by a reversal in the official rhetoric
on the virus compared with just weeks
ago when state media maintained that
containing it was the only suitable
approach. Propaganda organs had
lauded Beijing’s zero-Covid policy as

articles.

language outlet,

id, f its concern for its people in

contrast to relaxed restrictions in west-
ern countries, which it depicted as mor-
ally compromised and economically
crippled by the virus's spread.

“At the central level, [the U-turn was]
very stark.” said Ryan Manuel, manag-
ing director of Bilby, a consultancy that
analyses Chinese government docu-
ments, though he added that local
authorities had sent “mixed signals” on
zero-Covid for several months.

Following the central government’s
easing of its zero-Covid approach this
meonth, official media have painted a
picture of the policy change as planned,
economically advantageous and timed
in such a way as to avoid any excess
deaths. “Where China stands in Covid

deaths globally,” read the headline of
another China Daily report, which said
the official national death toll was the
lowest of any “major” country and
1/232 of the global average, citing respi-
ratory disease expert Zhong Nanshan.

The report is accompanied by a
graphic tracking total death tolls in
China, the US and globally, with the line
for China remaining flat throughout.

Experts dispute China’s methodulngy
for counting deaths. The mainl

two weeks. Several models, including
one part-funded by the Chinese Center
for Disease Control and Prevention,
have predicted China could have up to
1mn Covid deaths in the  reopening
ph strict control

While zero-Covid served the country
well earlier in the pandemic, when mil-
lions of lives were lost elsewhere, ana-
lysts said it did not use the time to fully
vaccinate 115 elderly or adequately pre-

eitsh

death toll since early December, wherm
started relaxing its zero-Covid policy, is
just seven, for instance. This compares
with Hong Kong, a city of more than
7mn people, that as of Monday had
reported 39 deaths over the previous

“The best Covid fighting strategy in
the world in 2020 became literally the
‘'Worst in 2022,” said Ian Bremmer, head
of Eurasia Group. He described China’s
Covid exit as “a sudden, shocking about-
face without strategy or preparation”.

Justice department handed

unprecedented criminal

referrals against ex-president

JAMES POLITI — WASHINGTON
JOE MILLER — NEW YORK

Congress had never before formally
urged the Department of Justice to bring
criminal charges against a former presi-
dent. But that changed when the con-
gressional panel investigating last year’s
attack on the US Capitol recommended
Donald Trump face federal prosecution
for hisattemptsto overthrow the results
of the 2020 election and incite the mob
that stormed the halls of Congress.

All nine members of the bipartisan
committee backed the criminal refer-
rals and the group’s overall findings
during its final public proceedings on
Monday.

Although the step had long been
expected after a succession of explosive
revelations about Trump’s conduct on
January 6 2021 emerged from the probe
during the past few months, it stands to
deepen the former president’s legal
woes just as he is struggling to launch a
bid for the White House in2024.

“1t’s the powerful underlying evi-
dence rather than the referrals them-
selves that may move the needle,” said
Ryan Goodman, a law professor at New
York University. “The committee has
presented a devastating body of incrim-
inating information that, if generally
understood by the American public,
can’t help but shape the justice depart-
ment’s decision-making.”

The decision to prosecute or not will
be as legally complex as it is political.
Last month, Merrick Garland, the US
attorney-general, appointed Jack Smith
to the position of special counsel, tasked
with independently handling potential
charges involving Trump for his role in
the assault as well as his mishandling of
classified information at his Mar-a-Lago
estate. The committee’s conclusions are
not binding on Smith but legal experts
say they could be hard for him and his
team of prosecutors and investigators to
ignore.

“It’s certainly a baseline from a public
perspective and legitimacy and
accountability are important for the jus-
tice department,” said Daniel Richman,

Assault on Capitol. Prosecution call

January 6 panel deepens Trump’s legal woes

High-profile:
the House panel
investigating the
attack on the
capitol holds its
final meeting to
vote on criminal
referrals against
Donald Trump

on Monday
Jim Lo ScalzoFeers

alaw professor at Columbia University.
“They will now have a platform on
which to develop further evidence and
on the other a source of pressure to do
more.”

The voted to

four distinct charges against Trump.
The first, obstruction of an official pro-
ceeding, related to his attempts to press
vice-president Mike Pence to stop the
certification by Congress of Joe Biden’s
victory, may be the simplest.

“I do think the evidence there is
strong because it is all in broad day-
light,” said Barbara McQuade, a former
federal prosecutor now at the Univer-
sity of Michigan’s law school. “You'd
have to show that Trump took some

publicly and privately to Mike Pence, he  “[¢°s the

tweeted about it, he spoke about it at

[his January 6 rallyat the] Ellipse.” pOWCl‘ﬁ.ll
The second charge involves a “con- =

spiracy to defraud the United States”, uqdcrlymg

and in its 1 ded third charge, evidence

the panel accused Trump of giving false .5 thep

statements to the government by

working through associates to submit  than the

“fake electors” to Congress who

would back bim nstead ofidenforthe  TCICTTAIS

presidency. themselves
But the fourth accusation is poten-

tially the most damaging: claims that that ek

Trump fuelled an insurrectionanda  Move the

rebellion against the US on January 6 needle’

2021.
“The president need only have

effort to obstruct that pi ding, and
his public pressure on Mike Pence was
clearly an effort tostop that proceeding,

incited, assisted or aided and comforted
those engaged in violence or other law-
less activity in an effort to prevent the

to halt the vote. He said it repeatedly

peaceful transition of the presidency

under our constitution,” the committee
said in a summary of its main findings
released on Monday.

Goodman said the latter may be the
hardest case to prove. “Iit would be such
a novel prosecution under a law that’s
hardly been used. The other offences
listed in the committee’s referral pro-
vide a much cleaner and simpler case,
the type that prosecutors much prefer,”
hesaid.

One piece of evidence mentioned in

Corruption probe
Union chief
resigns after
cash payment
in EU-Qatar
bribe scandal

SILVIA SCIORILLI BORRELLI —
VALENTINA POP — BRUSSELS
SIMEON KERR — GULF CORRESPONDENT

MILAN

The secretary-general of the Interna-
tional Trade Union Confederation has
resigned less than one month after tak-
ing office as he admitted taking thou-
sands of euros in cash from the MEP at
the centre of a corruption scandal in
the European parliament.

Luca Visentini said yesterday that he
had accepted cash donations from
former MEP Pier Antonio Panzeri.
Panzeri is at the heart of an interna-
tional investigation into ions that
Qatar and Morocco sought to influence
EU lawmakers through bribes. He has
been charged with corruption and being
part of a criminal organisation. Visen-
tini, who was released after 48 hours in
police custody in Belgium last week,
rejects any allegation of wrongdoing.
The Italian union chief said: “I have
accepted a donation from Fight Impu-
nity [Panzeri’s NGO] for a sum lower
than €50,000, which was aimed at reim-
bursing some of the costs incurred to
finance my campaign for the ITUC con-
gress and I have transferred the sum to
the TTUC solidarity fund in order to pay
for the union’s travel costs [to Mel-
bourne]. “1 accepted the donation in

:port that
cnuld use to establish that charge is on
Trump's tweet at 2:24pm that day, in
which he said “Mike Pence didn’t have
the courage to dowhatshould have been
done to protect our Country and our
Constitution, giving States a chance to
certify a corrected set of facts”, accord-
ingtoMcQuade.

“Now Trump has seen for hours on
television that the Capitol is under
attack, and then he sends that tweet.
That one might pass that bar of inciting
imminent lawless action,” she said.

Some have doubts the panel’s refer-
rals will embolden Smith to be more
aggressive against Trump. Robert Kel-
ner, chair of the election and political
law practice at Covington & Burling, the
law firm, said the referrals were “more
likely to discourage an indictment than
it is to encourage one because it puts a
bit of a political spin on the charging
decision”.

“They could have simply opened the
‘booksand let the Do review all the gath-
ered evidence and make its own deter-
minations . . . I think that would have
been the more prudent course,” said
Kelner, a former Republican speech-
wri

iter.
The criminal referrals are nonethe-
less a new blow to Trump after a series
of setbacks, including defeats of his pre-

cash [be f Panzeri’s good reputa-
tion] and its no-profit nature . . . it was
in no way connected to a cnrruptinn
attempt or aimed at influencing my
position on Qatar,” he added.

Visentini is banned from contacting
other suspects and will have to ask the
Belgian prosecutor’s permission to
travel outside the EU for the next three
months, the statement said.

Italian investigators are analysing
transfers to and from Visentini’s bank
accounts as well as six other accounts
linked to Panzeri and other suspects. No
sign of wrongdoing by Visentini has
been found so far, according to people
close to the investigation. Panzeri’s law-
yerinBelgium declined to comment.

Prior to the arrest, activists had scru-
tinised the ITUC’s position on workers’
rights violations in Qatar. Ahead of the
‘world Cup in November, human rights
group FairSquare wrote to outgoing
ITUC general secretary Sharan Burrow
to express concerns about its “failure to
speak out against serious abuses by the
Qatari authorities”.

FairSquare said the ITUC was exag-
gerating the effectiveness of legal
reforms. In a video produced by Qatar’s
labour ministry in June, the ITUC gen-
eral secretary had stated that the
emplnyment system known as kafala,

ferred candidates in a number of high-
profile congressional races in the mid-
termelections.
Smith and the justice department
have more power and authority than
the congressional committee to press

h ially binds workers to their
emplayer was “dead”.
said many independ;

human rlghts moniters had docu-
mented continuing serious problems.
“Thisisa deeply alarming develop-

ment, and requlres immediate and

ahead with the Trump i igation,
but they will also need to make their
case ironclad given the fraught nature of
any actionagainsta former president.
The DoJ will be asking, “even if there
isenough evidence, isit in thebestinter-
est of justice to file these charges?”
McQuad

e said.

t igation by the ITUC,”
said ]ames Lynch, co-director of Fair-
Square, after Visentini’s statement.

The ITUC said last week that its work
on Qatar had, since the beginning, been
“entirely based on objective analysis
and assessment of the facts”. Doha has
rejected any allegations of misconduct.

Biodiversity

Scientists welcome UN nature deal but urge bolder action

AIME WILLIAMS — WASHINGTON

Scientists and conservationists wel-
comed a UN agreement this week to
protect about a third of the planet’s
lands and seas by 2030, but warned
much remained to be done to thwart
the catastrophic demise of the natural
world.

The agreement by almost 200 coun-
tries, reached in the early hours of the
morning on Monday in the Canadian
city of Montreal, comes as scientists
raise the alarm over the widespread
decline of biodiversity, with many
describing it as a crisis that threatens
food chains and water supplies and
exacerbates climate change.

Dubbed a “paris Agreement for
nature”, in reference to the 2015 global

| Gmg» al Certainty

climate accord, the pact’smore than 20
goals include a commitment that by
2030, at least 30 per cent of the planet’s
lands and oceans should be “effectively
conserved”, while at least 30 per cent of
“degraded”land and ocean ecosystems
should be under “effective restoration”
programmes.

“Itis a big deal,” said Lina Barrera of
Conservation International.

But despite cautious optimism in the
scientific community, many of those fol-
lowing the talks admitted the final
resultwasnot perfect.

Unlike the Paris accord, the new Glo-
bal Biodiversity Framework does notset
country- speclﬁc largets and has been
criticised for not lan-

evidence that the nnly ‘way to actually

and plantspecles were in danger. It also

halt and reverse b loss is to
‘tackle the underlying drivers of biodi-

bout quarters of
food crops that depend on animal polli-

versityloss . . . and those are unsustain- natmnwereatmk

able i supply ists have warned it is important
chains and overconsumption by to specify which area is safeguarded
‘wealthy countries.” under the 30 per cent agreement.

Others raised concerns around vague
mrgelx on oommlthm countries to halt-

“There are places that we know are
more mportant for sustaining other

before 2050.
“Basically, the agreement is a
watered-down version of business as
usual when it comes to fighting wildlife
extinction,” said Tanya Sanerib, inter-
national legal director at the Center for
Biological Diversity.
The UN scientific body on nature, the
governmental Platform on Biodi-

guage on halting extinction. It alsoisnot
legally binding.

EJ Milner-Gulland, professor of biodi-
versity and head of the department of
zoology at Oxford university, said some
of the targetslacked concrete language.

“Yuu l(mkatthe de'a]l for I.he Ta:gets,

versity and Ecosystem Services, found
in its 2019 assessment that 1mn animal

that area,” said Jenni-
fer sunday, a marine biologist at McGill
‘University in Montreal. “Places where
animals come to breed, or where we
know there are important migratory
nodes in a network. Not all land and
ocean freshwater is equal.”

Christopher Dunn, executive director
of Cornell Botanic Gardens in New York
state, said: “There are going to be work-
ing groups from now until the end of
time on thisissue.”

But Dunn said international agree-
ments would always contain some ele-
ment of compromise, and that while the
]aclmf“strmtmlgels”was ahllnfaoon—

Antltrust action

Amazon agrees measures to
end European data probes

CRISTINA CRIDDLE — LONDON
JAVIER ESPINOZA — BRUSSELS

‘Amazon has finalised a deal with EU
antitrust regulators to settle concerns
that its use of non-public data under-
mines rivals, announcing new meas-
ures to level the playing field for sellers
inits marketplace.

Through the agreement, announced
yesterday, the US tech giant will treatall
sellers equally and make rival products
more visible on Amazon’s “buy box”,
which generates the majority of pur-
chases on the site.

Amazon will also create a second buy
box that displays alternative offers for
consumers who decide that speed of
delivery isless important to them.

The deal ends two long-running
probes into the $866bn company and
represﬂnts a vlctﬂry for the EU asit wﬂl

“Competing independent retailers and
carriers, as well as consumers, will bene-
fit from these changes opening up new
opportunities and choice.”

The agreement will change many of
Amazon’s practices. Sellers using the
Amazon Prime membership scheme
will also be able to choose any logistics
company and negotiate their contracts
directly, instead of being locked into
using Amazon’s logistics services.

These commitments are legally bind-
ing, will remain in force for between five
and seven years, and have been agreed
with EU officials after nearly three years
of investigation. By introducing these
measures, Amazon avoids charges of
breaking EU law and a potential fine of
upto10 per cent of global revenues.

If Amazon breaches the commit-
ments, the commission could enforce
ths fine w‘thnul hav‘mg to find an
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Companies& Markets

Wells Fargo to
pay $3.7bn for
rinse-repeat’
lawbreaking

@ Thousands of homes and cars seized
e lllegality continued until this year

JOSHUA FRANKLIN AND STEFF CHAVEZ
NEW YORK

‘Wells Fargo has been ordered to pay
$3.7bn over illegal activity spanning
from 2011 until this year, the latestin a
series of regulatory penalties incurred
bythelender.

The Consumer Financial Protection
Bureau fined Wells Fargo $1.7bn —
largest civil penalty the consumer
watchdog has ever imposed — and
ordered it to pay $2bn in redress to cus-
tomers for the mismanagement of
mortgages, car loans and bank accounts
that occurred under its current leader-
ship.

Wells Fargo, the fourth-largest bank
in the US by assets, has been attempting
torebuild its reputation since the emer-

The legal violations
‘harmed millions of
American families’
Rohit Chopra, CFPB director

gence in 2016 of its so-called fake
accounts scandal. The bank agreed to
pay $3bn in criminal and civil penalties
in 2020 after it was discovered it had
fraudulently opened millions of cus-
tomer accounts.

Explaining the latest round of penal-
ties, the CFPB said yesterday that the
bank had illegally assessed fees and
interest charges on automotive and
mortgage loans, had cars “wrongly
repossessed” and misapplied custom-
ers’ payments to vehicle and mortgage
loans.

“Wells Fargo’s rinse-repeat cycle of
violating the law has harmed millions of
American families,” said CFPB director
Rohit Chopra.

The regulator said that the bank’s
actions caused billions of dollars in
harm to its customers, including the loss

of vehicles and homes for thousands of
people.

Wells refused customers mortgage
modifications that should have been
allowed, leadingsome borrowers to lose
their homes. The bank “was aware of
the problem for years before it ulti-
mately addressed the issue”, the CFPB
said.

The bank also sprung llegal overdraft
fees and other incorrect charges on cur-
rent and savings account customers and
incorrectly froze accounts.

Wells chief executive Charlie Scharf
said the CFPB agreement was “an
important milestone” in its work to
improve operating practices.

Wells’s stock trimmed early gains to
be down nearly 1 per cent at lunchtime
in New York. “We see the formal com-
pletion as a positive in its finality,” Jef-
feries analystssaid.

Wells is operating under a cap on the
size of its balance sheet imposed by the
Federal Reserve in 2018, which was
introduced in the wake of its fake
accounts scandal.

Scharf took over at Wells in 2019 with
amandate to overhaul the bank after it
became mired in the fake account scan-
dal. In October of this year, he said the
bank was working to “put these issues
behindus”.

The CFPB order highlights that some
of the illegal activity — including incor-
rectly applying or processing many bor-
rowers’ car loan payments — continued
asrecentlyasthis year.

Wells said that the bank’s “new lead-
ership team has been working to
address issues and, as part of that work,
we identify items or areas of potential
concern”.

The bank’s third-quarter earnings
took a nearly $3bn hit from accruals to
cover potential bad loans and other reg-
ulatory fallouts resulting from the 2016
scandal.

SUJEET INDAP — NEW YORK

Revlon has struck an agreement with
creditors to give lenders and bond-
holders ownership of the bankrupt
cosmetics maker and wipe out the
interests of Ron Perelman, who has
controlled it for decades.

Under a propesed restructuring sup-
port agreement, the company would
raise $650mn in equity and exit the
Chapter 11 bankruptcy process by
April in private hands. The majority
of itsnew ownership would be held by
senior lenders.

Revlon filed for bankruptcy in June
as it struggled with $3.3bn in debt, a
capital crunch and supply chain prob-
lems. The company’s shares subse-
quently enjoyed a fleeting rally as
retail investors embraced it as a so-
called meme stock. However, d]ﬂicult

ditionsand a
economy soured hopes.
The new Revlon is set to have total

debt of $1.4bn, though its proposed
enterprise value has not been final-
ised, said a person familiar with the
negotiations.

The proposed settlement allows
Revlon and its creditors to avoid a
messy fight over its assets. The dis-
putes stem from 2020, in the early
days of the pandemic, when the com-
pany struck a deal to raise $880mn of
capital from hedge funds that claimed
intellectual property, such as the Eliz-
abeth Arden and Almay brands, as
collateral.

A group uf investors that had not

d in the fi ing later

Fresh foundation Lenders to take ownership
of indebted Revlon in bankruptcy settlement

Revlon filed for bankruptcy in June as it battled $3.3bn in debt, a capital crunch and supply chain woes — s,

Revlon told the New York bank-

Gates warns
Musk’s rule of
Twitter stirs
polarisation

ANDREW EDGECLIFFE-JOHNSON
NEW YORK

A “seat-of-the-pants” decision-making
style at Twitter since Elon Musk's take-
over is worsening digital polarisation,
Bill Gates, the co-founder of Microsoft
haswarned.

“I wish I had the grand answer for this
one because it seems more unclear now
than even a year ago,” Gates told the
Financial Times when asked whether
combating online extremes was an engi-
neering challenge or a matter of human
judgment.

“I think, certainly, the Twitter situa-
tionis stirring thingsup. That, instead of
an objective set of measures done by a
broad group of people, you're . . . seeing
seat-of-the-pants typeactivity,” he said.

Twitter has been in turmoil since
Musk bought it for $44bn in October.
Advertisers have left the social media
platform over concerns about his con-
tent moderation strategy, and Musk
polled users this week over whether he
should step down aschief executive.

Gates said social media platforms
“need to focus on the things that incite
riots or lead to huge misconceptions
about the safety of vaccines or masks”
in their effort to tackle misinformation.
He said it was, for example, “daunting
[for] even a fair-minded person with the
world’s best technology and infinite
staffing budget” to distinguish between
sensibly sceptical vaccine research and
conspiracy theories that suggest “the
people who make these vaccines are just

i rich”.

ruptcy tthat inty over the
identities of its creditors made it more
difficult to raise capital and avoid a
bankruptcy filing. A New York federal
appeals court this year ordered the
hedge funds to return the mis-wired
funds to Citi, a ruling that hastened
negotiations of arestructuring deal.

Perelman’s daughter, Debra, is the
chief executive of Revlon. The
restructuring agreement calls for her
employment agreement to be hon-
oured as well as a newly agreed sever-
anceplan.

B
sued Revlon, alleging that the brand
assets had been pledged to them in
connection with a previous loan.
Later in 2020, Citigroup, an admin-
istrator of Revlon loans, mistakenly
repaid $900mn of the earlier loan. A
group holding $500mn of the loan
declined to return the mis-wired
funds to the US bank.

acquired Revlon in 1987.
‘While it thrived for years with super-
model endorsers, it eventually
became vulnerable to upstart beauty
brands and was weighed down by the
debt from its 2016 acquisition of Eliz-
abeth Arden.

The restructuring plan will be voted
on by creditors and requires approval
by the bankruptcy court.

tr 5
The billionaire’s donations to the Bill
& Melinda Gates Foundation, the
world’s largest private philanthropic
organisation, have taken his net worth
below that of Musk.

Inanannual letter released yesterday,
Gates lists polarised US politics as one of
the factors reversing progress on global
health challenges from polio to malaria,
alongside Covid-19, Russia’s war in
Ukraine, inflation and climate change.

“The degree to which global health is
off the agenda isabigconcern tome,” he
said in the interview. Foreign aid was
likely to go through a sustained dip as
donor countries absorbed the “extraor-
dinary expenses” of the Ukraine war, he
said, while many African countries
would find it harder to obtain the debt
financing on which some depend.

The US, the world’s biggest aid donor,
“absolutely could do more”, he said.
SeelLex

Indian states court manufacturers seeking to shift from China

INSIDE BUSINESS

Chloe
Cornish

£

o you make semiconduc-
tors? Harshadeep Kamble,
25-year veteran of India’s
civil service, wants to
make you an offer you
can’trefuse.
The prulclpal secretary for industry
in India’ state,

$34bn to production-linked incentive
schemes to encourage companies to
take risks building factories. And Indian
states are competing hard against each
other toattract investment.

The southern state of Tamil Nadu has
long been a pioneer. It already boasts

ing by the likes of comp

maker Dell, Korea’s technology group
Samsung and carmaker Hyundai. Fox-
«conn, Pegatron and Wistron are manu-
facturing Apple’s iPhone 14 in the state
and Karnataka. Maharashtra this year
lost to Gujarat to be the site of a $19.4bn
chipmaking complex for Foxconn and
Indianindustrial group Vedanta.

Despite the urgency to reorient sup-
ply chains, experts say foreign invest-
ment is not exactly pouring into Indian

Kamble says he is pursuing three to four
foreign semiconductor companies, not
all Taiwanese, with juicy incentives
packages. “We are telling these compa-
nies, this is what we already have on the
platter for them. What isit further they
would like to have?”

Semiconductors is the most ambi-
tious industry Maharashtra seeks to
attract, as India’s states aim to pmiﬁnn
themselves as a viable “plus one” for
companies diversifying supply chains
away from China.

Kamble is ing a in

facturing just yet. Foreign direct
investment equity inflow from April,
the start of the
financial year, to

September was
down 14 per cent
on the previous
year, at$27bn.

“In terms of the
inflows, we don’t

‘We have actively gone out
and pursued customers in
the countries where we
know that there’s a strong
anti-China sentiment’

see a stepping up,”

says Biswajit Dhar, a trade expert and
professor at New Delhi’s Jawaharlal
Nehru University. Dhar said industrial-
ists inued to in about skill

Taiwan to build the industry’s confi-
dence. He wants to show his state has
smpped back bureaucracy, expednﬂd

shortages and lack of infrastructure.
sachit Jain, managing director of
Punjab-based Vardhman Special Steels,

and is offering
fmm capltal subsldles to L'IX based

d ds why foreign investors are
wary. “India is not an easy country to

giant Toyota. The tie-up was designed to
ensure Toyota had supply options out-
side Japan, Jain said. But Aichi’s credibil-
ity has also helped Vardhman gain trac-
tioninsouth-east Asian mar]

Some analysts argue that India is qui-

etly benefiting from supply chain shifts.
“We don’t have to think that we will
become China,” says Samir Arora,
founder and fund manager of Helios
Capital, which invests in Indian stocks.
“But can we get a bit more growth? That
ishappening”.
Producers of goods from specialised
chemicals to towels say that they are
finding new markets for export as Chi-
neserivals fall from favour.

Take India’s largest transmission tow-
ers manufacturer, Skipper, a listed com-
pany based in Kolkata. Executive direc-
tor Sharan Bansal expects export sales
to double from just under Rs4bn in the
last financial year, ending in March, to

Rs8bn this year. Along with developing
cmmtrles increasingly eschewmg Chi-
ing, some US
stipulate Chinese products should not
be used in projects, Bansal says — all of
which helped him sell more towers.

“We have actively gone out and pur-
sued customers in the countries where
we know that there’s a strong anti-China
sentiment;” Bansal says.

Ashok Kajaria, chair and managing
director of India’s largest tilemaker,
Kajaria Ceramics, says a collapse in Chi-
nese imports haslet him sell more tiles
domestically.

Back in Maharashtra, Kamble is not

ITSI magazine, free with FTWeekend on the following dates:
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Automobiles

Carmakers face parts drought until en

Semiconductor makers
warn of shortages amid
switch to electric vehicles

LAULY LI — LONDON

The global car industry will suffer semi-
conductor shortages next year as the
switch to electric vehicles accelerates,
leading manufacturers and chipmakers
havewarned.

said ithad already sold out of silicon car-
bide chips, advanced power semicon-
ductors largely used in electric cars, at
least to the end of 2023 because of
strongdemand.

“There’s nothing you can do now to
change 2023,” he said. “We will be add-
ing capacity every quarter, every month
in 2023 to meet our customer demand.”

Jochen Hanebeck, chief executive of
the auto chip producer Infineon, issued
aslnu]arwmm)gmMmuch recently. “1

quiteall ”he

Hassane El-Khoury, chief iveof
leading US-based chipmaker Onsemi,

said. Camnkersarebracumthemselves

for problems. Carlos Tavares, chief
executive of Stellantis, the world’s
fourth-largest automaker by sales, has
said chip constraints will continue to
haunt the auto industry next year.
Demand for auto chips has boosted
manufacturers such as Onsemi and Infi-
neon as well as STMicroelectronics,
NXP Semiconductors and Nexperia.
Infineon last month raised its forecast
for revenue growth from 9 per cent to
more than 10 per cent in the coming

of €5bn to build a factory i m Dresdento

driven mainly by the more connected

produce 1 mixed 1 and
power semiconductors, used in ca:sand
otherindustries.

El-Khoury said Onsemi was expand-
ing production at plants in RoZnov in
the Czech Republic, Busan in South
Korea and New Hampshire in the US,
which will increase capacity by 30 per
cent next year. “We have a lot of cus-
tomers under long-term supply agree-
ments and we are building the capacity
tosupport first,” headded.

years. The German chi ker also
announced its biggest single investment

The demand for auto chips has been

of vehicles and the switch to
electric cars, whichis likely to accelerate
further as combustion engines are
phased out.

Gregg Lowe, chief executive of Wolf-
speed, a leading substrate materials
supplier for silicon carbide chips, said
the switch from combustion engines
towards electric vehicles was “unstop-
pable”. “What we’re anticipating is
through the end of this decade, power
semiconductors — specifically silicon
carbide power semiconductors — could

d 0f 2023

seea 14 per cent compounded annual
growth rate, which means all of us will
be running as fast as we can, trying to
catchup with the demand.”

The upbeat outlook for auto chips
contrasts with other parts of the sector,
which supplies semiconductors for

martphones and personal

These groups, which include Taiwan
Semiconductor Manufacturing Com-
pany, Intel and Samsung, have suffered
a drop in demand. TSMC has cut
planned capital expenditure by about
10 per cent this year.

Shenzhen-based PXW among

start-ups denied access to key

equipment by export controls

QIANER LIU — HONG KONG
KATHRIN HILLE — TAIPEI

In China’s southern tech hub of Shen-
zhen, employees at the chipmaking
start-up PXW Semiconductor Manufac-
tory began to panicafter the US putiton
atradeblacklistlast week.

“Most team leaders and executives
are in emergency meetings but the rest
of us are not allowed to discuss such a
‘sensitive’ matter,” an employee said,
adding that their boss’s office door
remained closed on Friday, a day after
the US added PXW to the “entity list” ...
along with 35 other Chinese companies. i

US suppliers are barred from export-
ing to companies on the list without
approval, whichin most cases would be
denied. Analysts said the latest black-
listing was “housekeeping” to close
loopholes in far-reaching measures
imposed in October that allow Washing-
ton to block Chinese access to high-end

Technology. Supply chains

US extends blacklist to target China’s potential chip stars

1IN LIVE

FT AT
DAVOS

FT Live events taking place around the
World Economic Forum’s Annual Meeting

16 — 20 January 2023 | #FTDavos

FT Live will host a number of events alongside the World
Economic Annual Meeting, gathering leaders in policy, business

and finance to share insights into the big issues being debated
and the solutions that may pave the way to renewed growth,

stability and resilience.

All the events will be chaired by the team of senior Financial Times
journalists covering Davos, providing on the ground analysis and

expertise as the week unfolds.

View all the events and
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to develop a homegrown alternative to

Intel-based PC processors. “It is a bad

surprise,” said a Hefei Core Storage engi-

neer. “Nobody expected that we would

beon their radar.”

A western trade official said the US
might have discovered that Hefei was
working on processors suitable for
supercomputers or supporting China’s
development of advanced memory
chips — areas targeted by the controls.

“The US is developing an increasingly
detailed understanding of the industry
in China, including players you would
h: i i .” the official

said.

But the list also contains prominent
companies.

Yangtze Memory Technologies,
China’s largest memory chipmaker, was
already hit hard. The company had
halted its expansion and asked US
equipment manufacturers to return
downpayments for previously ordered
tools, said a senior engineer at YMTC.

“At that time, we could still consider
retreating to [making less advanced]
chips, but now our fate s all but sealed,”
he said, referring to the near-impossibil-
ity of getting licences approved for
equipment to expand production after

One chipmaker chips and the talentand tools tomake ¢ jg o game being puton the entity list.
has halted its them. YMTC had already suspended talks
expansion plans “Itis a game of whack-a-mole” said  of whack-a-  with Apple on supplying memory chips.
after being put Douglas Fuller, an experton the Chinese for iPhonesin China. The research com-
ontheblacklist  chip industry at Copenhagen Business mole ... pany TrendForce predicts it could be
w[:“'““wg“ﬂ""“’ School. “Whenever Washington comes  there are forced to exit the market for advanced
4 up with sanctions, there are new paq, 3D Nand flash products by 2024 asithas
projects popping up which they then try . lost critical support from toolmakers to
toblock.” projects compete with rivals on this particular

The US started using export controls opping u memory technology.
to rein in China’s technological rise by P pp Sup Washington also included a promi-
putting moﬁe enﬁwdlils;d inMay which thcy nent dev;l:npg of chipmakling equip-
2019. Washi n since a many ment: S ai Micro Electronics
more, ilfcluding surveillance compa- then t’l“y to Equipment, which represents China’s
nies, chipmakers, drone developers, block only hope of developing homegrown
smartphone makers and others sus- llthogxaphy machmes the critical
pected of supplying the People’s Libera- tool i
tion Army. by Dutch company ASML.

Some of the companies targeted last The company’s machines rely on
week, including PXW, are only just imported components and have never
startingto develop their semiconductor runinmass production. “There isstilla
businesses and are thus more vulnera- long way togo,” said a Shanghai official
ble than established groups such as who handled its development project.
Huawei. “The US government has mas- But the official pointed out that the
tered the Chinese semiconductor sup- company had formed teams of staff to
ply chain and knows who the priorities replace ASML field workers withdrawn
are and who are with future potential,” due to US exportcontrols.
said Brady Wang, a Taiwan-based ana- Another key addition is Shanghai
lystat the research firm Counterpoint. Integrated Circuit Research and Devel-

PXW has strong support, including opment Center, a company believed to
funding from the Shenzhen government be connected to Huawei’s efforts to
and the leadership of a former Huawei increase domestic chip manufacturing.
executive. The company ordered equip- Huawei denies itsinvolvement.
ment from various US companies to Blacklisting could await other Chi-
arrive next year but might now never nese groups. “There is a lot more out
receive it, according to two employees. there on the chip design side,” Fuller

Another addition to the list is Hefei said.

Core Storage Electronic, a company None of the companies responded to
founded by former staff of Taiwanese requests for comment.
Utilitles

Engie takes €1bn hit from nuclear bill and tax

SARAH WHITE — PARIS
Engie suff
asit revealed a hit of up to €1bn on its
net profits this year from windfall taxes
and a hefty potential bill linked to the
cost of dismantling its nuclear reactors
inBelgium.

dadoubl

France’s biggest supplier of gas tohouse-
holds has branched heavily into renew-
able energy in recent years, and also
operates somenuclear plants.

It estimated yesterday that levies in
France, Belgium and Italy on revenues
generated by non-gas electricity produ-
cers, designed to capture “excess prof-
1‘5" fmm soaru]g power prmes. would

although countries have interpreted the
capsindifferent ways.

They come as Europe seeks to shield
consumers from the market chaos
sparked by Russia’s invasion of Ukraine.
Funds from the levy are intended to bol-
ster resources to help households and
small businesses hitby the energy crisis.

The bill from the various legislative
moves could rise to between €1.1bnand
€1.4bn in 2023, based on forward
prices, Engie pointed out. The group

said that despite the hit from the wind-
fall measures, it would maintain its
recurring net profit forecast for 2022 of
between €4.9bn and €5.5bn.

The company added it faced an extra
potential bill of €3.3bn to dismantle its
nuclear plants in Belgium. The revised
additional estimated cost was calcu-
lated by nuclear autheorities in Belgium
to cover the cost of taking apart the reac-
tors and dealing with spent fuel. Engie
said its estimates of the additional cost
were closer to €900mn, adding that it
was considering an appeal.

Engie said it would reflect on the
potential costs by setting aside an extra
€2 !bn in mzozzmmunm
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Tech start-ups race to find creative debt deals

Retreat of venture capital sees businesses turn to bridge loans and structured equity in push to protect their valuations

TABBY KINDER — SAN FRANCISCO

Tech start-ups that have relied on deep-
pocketed silicon valley investors to
fund ambitious growth plans are being
forced into alternative financing deals
to sustain their businesses and avoid
drasticcuts in valuation.

A sharp decline in venture capital
dealmaking, alongside a closed market
for initial public offerings, has resulted
in a funding crunch for many private
tech companies over the past year.

Leading start-ups have been aggres-
sively cutting costs, creating a wave of
lay-offs across the tech sector. Still, a
growing number of companies are run-
ning out of cash and are seeking more
creative funding arrangements, accord-
ing to interviews with VCs, entrepre-
neurs, pension funds and bankers.

Company founders have entered into
debt-focused deals such as bridge loans,
structured equity, convertible notes,
participating bonds and generous liqui-
dation preferences. These moves are
designed to avoid a dreaded “down
round” — accepting funding at a far
lower valuation than a company had
previously secured.

“Everyone is taking corrective action”
said one investor based on Sand Hill
Road, the Californian thoroughfare that
is home to many of Silicon Valley’s top
venture capital groups from Sequoia
Capital to Andreessen Horowitz.

As the market rout looks set to con-
tinue into next year, this person said
that even founders of well-capitalised
tech groups have had to ask: “What are
the adjustments [we need] so we can
live longer, how can we punt financing
from next yearinto 20242”

Among the largest debt deals this year
is Arctic Wolf, a cyber security company
valued at $4.3bn and backed by Owl
Rock Capital, which raised a $400mn
convertible note in October — twice as
much asitslargest equity financing.

softBank-backed delivery app Gopuff
raised a $1bn convertible note in March
and has explored plans to borrow more
since then, despite raising more than
$2bn last year, which had boosted its
valuation to $15bn by mid-2021.

These deals come with a conversion
premium, which allows their backers to
convert shares at a higher price than an
eventual IPO. Such deals representa bet
that the company will trade higher after
going public.

Convertibles “kick the can down the
road”, said Chris Evdaimon, a private
companies investor at Baillie Gifford.
“They are mostly being led by existing
investors who are saying we also don’t
want to get into this unpleasant valua-
tiondiscussion right now.”

Coatue Management and Viking Glo-
bal Investors, which were both tradi-
tionally focused on public equity,
started raising funds to invest specifi-
cally in structured equity deals with
start-ups earlier this year.

Coatue is targeting $2bn for its fund.
“For a private company to suddenly
mark things down by 75 or 80 per
cent . . . it’s a huge risk,” the firm’s
founder Philippe Laffont told the Finan-
cial Times. “We can give you an alterna-
tive . . . Capital that gives you more
time to build your business.”

Such large debt deals have been rela-
tively uncommon for tech start-ups, the
best of which have been able to tap the
huge amounts of funding from venture
capitalists, which have been willing to
fund young companies even at frothy
valuations over the past decade.

However, new VC deals fell 42 per
cent in the first 11 months of this year to
$286bn, compared with the same period
last year, according to investment data
company Preqin. Silicon Valleylaw firm
Cooley said the total value of late-stage
VC deals it advised on had slumped
almost 80 per cent this year.

That trend has been driven by a rout
in tech stocks, an uncertain macroeco-
nomic environment and rising interest

their face accept a company’s existing
valuation, but have conditions that
could prove more beneficial to new
investors — are circulating, said one
investment banker.

“Investors are saying we will buy at
the same price but we want seniority
and tobe at the top of the stackin case of
liquidity,” said Kroll’s Silicon Valley
leader Glen Kernick, adding that he had
seen a number of deals signed that pro-
vide for investors to make two times
their investment before other share-
holders in the event of a sale or bank-
ruptcy.

Tonal Systems, which develops smart
fitness devices, reached such a funding
deal earlier this year, according to cor-
porate filings that were first reported by
the Wall Street Journal.

This structure can prove brutal for
shareholders further down the seniority
ladder — such as employees holding
stock options — if a company’s value
were to fall. It is a trade-off between
accepting a hit to valuation or accepting.
punishing terms that risk creating con-
flicts in a company’s shareholder base,
or even wiping out employee value.

Some companies are repricing their
own equity to improve upside potential
for employees’ shares. Delivery app
Instacart cut its internal valuation for a
third time to $13bn in October, down
from $39bn in 2021. Similarly, Check-

[ Three-fifths of the largest privately valued companies were
priced before 2022
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year and to shift their strategies from
growth tosurvival.

The companies that are most strug-
gling to raise new funding are unprofita-
ble groups in capital-intensive sectors
like battery making or robotics.

“We have just come off a borderline
insanity environment,” said one institu-
tional tech investor. “If you had raised
an outstanding amount at an undeserv-
ing valuation you felt you had done very
well as a founder or a management
team. Now itis coming back to bite you.”

Hunting for creative financing
options to protect a company’s valua-
tionis an “old playbook”, said an invest-
ment manager at a large pension fund
that backs tech. “But it’s been a long
time since the sums have been this big
and it’s affecting everyone.”

Some companies are persuading
existing investors to put up more capital
at the same valuation as their previous
fundraising — known as a “sideways
round” —but with underlying economic
terms that are far less favourable to the
company.

‘Where companies are getting desper-
ate, “dirty” termsheets — deals that on

3M vows to stop making ‘forever chemicals’

JAMIE SMYTH — NEW YORK

polluters more accountable for cleaning
i ites

3M has said it will stop making “forever
chemicals” by the end of 2025, citing
pressure from regulators and investors.
over the accumulation of the sub-
stancesinthe environment.

The US company said yesterday it
would exit the manufacture of PFAS —
per- and polyfluoroalkyl substances —
and work to discontinue their use across

Environmental campaigners said
3M'’s decision represented one of the
first examples of a big company in the
US chemicals industry phasing out the
manufacture and use of PFAS.

PFAS are known as “forever chemi-
cals” because they do not break down
easily, accumulate in the environment
and canremainin people’s bodies.

rivers and caused health problems,
including cancer. It has also been tar-
geted by an investor-led campaign
aimed at forcing the chemicals industry
‘o phase outuse of PFAS.

Mike Roman, 3M chief executive, said
it was amoment that demanded innova-
tion. “While PFAS can be safely made
and used, we also see an opportunity to
lead in a rapidly evolving external regu-
latory and business landscape to make

V:
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fall as i s hunt for

growth

Distribution of companies by their price fo sales ratio (count)

out.com, Europe’s most valuable tech
start-up, slashed its internal valuation
to about $11bn, after it raised a $40bn

[ Forward (today) Forward (two years ago) valuation in January.
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S 510-33;‘:0‘ ;gg; ————————— ago when the market was abnormally
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on Sand Hill Road. “It is best to take
your medicine now.”
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The role of digital local content in

fostering regional growth
—
27 January 2023 | 19:00 - 22:00 COT
Dinner Briefing | Cartagena, Colombia
Speakers include:

Senator Alfredo Deluque

Senate of the Republic,
Colombia

Mauricio Ramos
CEOQ,
Millicom

In partnership with

Juana Uribe
VP,
Canal de Caracol Television

Michael Stott
Latin America Editor,
Financial Times

This exclusive dinner briefing taking place in Cartagena will explore how
partnerships can foster local content production and harness the vibrancy

of local cultures.

The discussion will be focused on how increased connectivity leverages
the economic opportunities of producing and distributing local content
and enhances representativity.
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Banks. Historic reorientation

India overtakes Chinain
M&A fees for first time

HDFC BAN

DELELELER=IER

Beijing's Covid restrictions

and decoupling of economy

bring pivot by US dealmakers

MERCEDES RUEHL AND LEO LEWIS
SINGAPORE
HUDSON LOCKETT — HONG KONG
The world’s largest investment banks
will earn more dealmaking fees in
India this year than in China, a first that
financiers describe as a historic
reorientation as they diversify away
froma decoupli economy.
Foreign banks have pulled in $231mn
in mergers and acquisitions fees from
India so far this year, according to
Dealogic, beating the $204mn earned in
China over the same period.
JPMorgan is among those that will
earn more from M&A in India than
in Chma this year for the first time,

le with
of the bank’s pusmun JPMorgan
declined tocomment.

Revenue from Chinese equity and
bond markets, long one of the biggest
sources of fees for US and European
finance houses in Asia, has fallen in
2022 as mainland China sealed itself off
during the pandemic and increasingly
favoured local banks.

Although deal activity is expected to
expand as China now reopens, Wall
Street bankers have warned that the
long period of closure had made more
Chinese turn to d

‘ Indian M&A fees have overtaken Chinese ones for foreign banks

Net revenue (Smn)

2012 13 14 15 16 17

2022 figures are year to date
Source: Dealogic
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capital markets as well as M&A — has
dropped 70 per cent to $602mn over the
year to date compared with 2021,
according to data from Dealogic. That
followsa drop of 15 per cent the previous
year.

The trend reinforces how the
decoupling in trade, investment and
technology between the US and China is
affecting capital markets.

While India remains a fraction of the
revenue China historically brings in for
global investment banks, the numbers
are indicative of a broader shift by
western finance to find opportunities
and growth in other markets.

Jan Metzger, head of banking, capital
markets and advisory for Citi in Asia,
said “the evolution of th i

He added: “We expect that to
continue in the years ahead with the
pipeline [in India], one of the largest we
have”

The Singapore-based Asian invest-
ment banking head of one US bank
described it as a “fundamental and 1
think permanent repositioning by
wall street. If you believe [China’s
President] Xi Jinping is intent on
‘building his own sphere of economic
influence, while the US shows no sign of
stopping its crackdown on China, where
else doyougointheregion?”

India has been a global outlier for
MB&:A activity this year, even as inflation
and recession fears forced some of the
blggest ded.mes in dealmaking in other

the financial crisis.

there with the growth in tech, alun@lde

banks for ldwmry workin the future.
Foreign investment banks’ core
revenue — including equity and debt

the established Indian corporate titans
being more active” had made India a
“leading investment banking market
for Citiin2022".

M&A activity in India surged 58 per
cent year on year to an all-time high of
$148bn in the first nine months of 2022,
according to a report by data provider
Refinitiv.

M&A cycle: Asignificantchunk of that came from
a big chunk of the $40bn merger between HDFC
this year’s Bank, India’s third-biggest listed
dealmaking company by marlket capitalisation, and
activityinIndia  parent Housing Development Finance
came from the Corporation, the leading mortgage
$40bn merger of  provider.

HDFC Bank and Bankers also said a shift in the type of
parent Housing Indian companies engaging them for
Development initial public offering and equity
Finance issuance work had been pivotal.
Corporation ‘When many uf Indlas largesthshngs

= were privati

assets, the fees wererelanvely low. Now

that the balance has shifted to prlvam
the work is signifi

more profitable.

The banking industry’s shift follows a
similar dynamic at play in India’s tech
sector last year when many investment
dollars were diverted from China to
India.

For every dollar invested in Chinese
tech, $1.50 went into India in 2021,
according to Asian Venture Capital

“Youcanno  journal, though slower growth and
rising interest rates this year helped
longer have reduce inflated valuations and some of
all your the market frenzy.
a “India can be unpredictable and
€gssin (.)ne certainly foreign businesses have been
basket like burnt [there] before,” said one asset
China. 'manager growing their India office, who
N did not want to be named because they
especially still had clients and business in  ourglobal
mainland China. “But you can no longer team gives you
& Sllpp]y have all your eggs in one basket like market-moving
chainsand  china, especially as supply chains and ~ news and views,
3 economiesdecouple.” 24 hours a day
CCOnOmlf!tS Additional reporting by Chloe Cornish in fi.com/markets
decouple Mumbai

BoJ’s yield cap
shift hands
lucrative win
to bond bears

ORTENCA ALIAJ, KATIE MARTIN
AND LAURENCE FLETCHER

A trade known as the “widow maker”
for its ability to inflict enormous losses
on traders has finally paid off after
the Bank of Japan shocked investors
with a change to the way it controls its
government bond market.

Traders at firms such as BlueBay
Asset Management, Neuberger Berman
and hedge fund Caygan Capital have
been betting that the Bo] would relax its
cap on bond yields after aggressive rate
rises this year by the US Federal Reserve
and other major central banks left
Tokyo as an outlier with its ultra-loose
monetary policy.

As a result, many investment houses
put on a wager that Japanese bonds
would fall, nudging yields higher.

“We had reached the point where
that policy was no longer warranted,”
said Mark Dowding, chief investment
officer at BlueBay, who has been short-
ing Japanese government bonds since
the summer. “It was a question of when,
notif.”

JPMorgan Asset Management also
had positioned itself for a change in the
central bank’s policy, said a source
familiar with the bank, and is continu-
ing to bet against longer-term Japanese
debt, which is especially sensitive to
changesinyield curve control policy.

The Japanese central bank yesterday
said it would allow long-term yields to

‘We had reached the point
where that policy was no
longer warranted. Tt was a
question of when, notif”

fluctuate from around minus 0.5 per
cent to 0.5 per cent, from minus 0.25 per
cent to 0.25 per cent previously.

Japan has been keeping long-term
yields pinned at low levels since 2016
and the previous range had been in
place since 2021

The move yesterday ignited a power-
ful sell-off in Japanese government
bonds with the benchmark 10-year
yield soaring by the most in almost two
decades, according to Refinitiv data.
The 10-year yield is now 0.42 per cent,
its highest since 2015.

Fredrik Repton, portfolio manager at
Neuberger Berman, said the group had

the shift in policy and as such
had bet on falling Japanese bond prices
and arising yen.

Headded thatthe increase in the yield
curve control cap could signal a pivot to
more sweeping changes when governor
Haruhiko Kuroda ends his decade-long
runatthebank.

Naruhisa Nakagawa, founder of
hedge fund Caygan Capital, started
shorting Japanese government bonds
when the yield stood at 0.25 per cent
and is now betting that the 10-year yield
willrise to 1 per cent as the BoJ gradually
loosensits yield curve control.

Investors began ramping up wagers
against Japanese government bonds
over the summer, effectively taking a
view thatthe debt’s price would drop.
SeelLex

Hong Kong and Beijing agree to expand
scope of Stock Connect trading scheme

CHENG LENG — HONG KONG

More than 1,000 Chinese and multi-
national stocks will be included in an
expanded scheme that allows investors
greater access to mainland shares
while boosting trading liquidity in
Hong Kong.

The securities watchdogs in mal.n.land
China and Hong Kong have

brokerage added. Shares of fashion
outlet Prada and beauty brand
L’Occitane could be eligible for the
list, based on the latest criteria an
information from data provider Wind.
“The further expansion of the scope
of stock Connect will give international
investors more choice in A-shares
[which am listed on either the Shanghai

or ] and consoli-

an agreement to expand the scope of
eligible stocks under the Stock Connect
scheme, linking the Hong Kong bourse
with those of Shanghai and Shenzhen.

The northbound trading will include
stocks with a market capitalisation of
Rmb5bn ($717mn) or more that meet
liquidity criteria.

Southbound trading expansion will
include stocks of primary-listed foreign
companies that are part of Hang Seng
mmpusltemdlces

date HongKong’s pnsltmn as a gateway
to mainland China,” said Julia Leung,
acting chief executive of Huug Kong’s

“In particular, the inclusion of foreign
companies primary-listed in Hong Kong
is of strategic importance to Hong Kong
as a leading fundraising platform for
international companies,” she added.

The performance of Hong Kong
stocks has been tepid this year with
‘trading dragged down by weak initial
public offerings, geopolitical tensions
and China’sharsh zero-Covid policies.

The benchmark Hang Seng index has
recovered since late October, posting a
27 per cent ra]ly last month on hopes of

Securitiesand Futures C

a
Huwever the -gauge is still down about
18 per centin the year to date.
“southbound inflows will continue to
rise after the scheme expansion,” said
Zhang Qi, analyst at Chinese brokerage
Haitong Securities, adding that
companies which are more familiar to
vadnr nr\r‘ ypr ibl.

FTX seeks to recoup Bankman-Fried’s
political donations to pay creditors

JOSHUA OLIVER

FTX will try to recoup millions of
dollars in donations to US politicians
made by sam Bankman-Fried and
his close associates to help pay back
creditors amid accusations that the
contributions were funded with
customers’ money.

The company’s new management said
it had been “approached by a number of
recipients of contributions or other
payments” seeking to return money
received from Bankman-Fried, his
‘companies or senior executives.

FTX said it would set up a process to
acceptrepaymentsand takelegal action
toreclaim cash that is not returned.

a Financial Times analysis of public
Tecords.

He was the second-largest supporter
of Democratic-leaning groups in the
recent midterm elections as he lobbied
Congress and US regulators over crypto
regulation.

Ryan Salame, chief executive of FTX’s
entity in the Bahamas, gave about
$24mn, mostly to Republi groups.

Among the allegations, the justice
department alleges that Bankman-
Fried broke campaign finance laws such
as the prohibition on using third parties
to funnel money to candidates beyond
thelimit for donations. Bankman-Fried
has denied wrongdoing.

In a separate lawsuit, the US Securi-
ties and Exchange Cmmmssmn leve]led
civil fraud ch:

Bankman-Fried stepped downas FTX

‘FTX debtors intend to
commence actions before
the bankruptcy court to
require return of payments’

“To the extent such p: are not
returned voluntarily, the FTX debtors
intend to commence actions before
the han.kmptcy cDurL to requlre the

chief executive in November as the
company collapsed into Chapter 11
bankruptcymDelaware

of customer money to fund donations.

“From the start, Bankman-Fried
improperly diverted customer assets to
his privately held crypto hedge fund,
Alameda Research and then used those
customer funds to make undisclosed
venture investments, lavish real
estate purchases and large political
donations,” the Wall Street regulator
said in court filingslast week.

Several US politicians have said they
w:]l dnmlte money recewed from FTX

https://digital. oI|vesoftware com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc= FTA%2F2022%2F12%2F21&ts 20221220205734&uq=20221117085301
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The day in the markets

at you need to know

= Global bonds and equities fake hit
after BoJ's shock policy move

* Japan's change to yleld curve control
triggers sell-off In sovereign debt

® Yen soars against dollar while Tokyo
stocks retreat

Global government debt markets
dropped yesterday after the Bank of
Japan surprised markets by unexpectedly
adjusting its policy of pinning long-term
bond yields at ulfra low levels.

The move sparked a sell-off in
government debt with the yield on
Japan'’s 10-year bonds surging by as
much as 20 basis points to 0.47 per cent,
its highest level since 2015, before easing
10 0.41 per cent.

Other sovereign debt yields climbed
higher, pointing to a fall in price.

The yield on 10-year US Treasuries
climbed to a three-week high of 3.70 per
cent while UK 10-year gilt yields rose by
10bp to 3.6 per cent and Germany’s 10-
year Bund yield rose by a similar level fo
2.27 per cent.

Japan's yen jumped 4.2 per cent to
trade at ¥131.20 against the US dollar.
The pound fell 01 per cent against the
dollar fo $121.

BoJ governor Haruhike Kuroda denied
that the yield curve control change
marked a pivot away from Japan's uffra-
loose monetary policy, saying that
adjusting the yield target “does not signal
the end of YCC or an exit strategy”.

The BoJ kept overnight interest rates
at minus 01 per cent, setting it apart from
other key central banks that this year
have raised rates rapidly in an efforf fo
tackle high inflation.

‘ US bond yields rise on BolJ policy shift |

10-year Treasury yield (%)
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Tohru Sasaki, head of Japan market
research at JPMorgan, said the BoJ's
move was borne out of concern about the
effect that volatility in global markefs was
having on Japanese markets.

“If a market malfunction is also an
Important reason for today’s move, a
further move may follow because just a
25 [basis point] move cannot end or
improve the malfunctioning,” he added.

Jim Reid, head of global fundamental
credit strategy at Deutsche Bank, said:
“If's important not to underestimate the
impact this could have, because fighter
BoJ policy would remove one of the last

global anchors that's helped to keep
borrowing costs at low levels more
broadly™

The BoJ's shock move also sent equity
markets lower. The benchmark S&P 500
and tech-heavy Nasdaq Composite
recouped morning losses to trade flaf by
midday trading on Wall Street.

Across the Atlantic, the Stoxx Europe
600 index closed down 0.4 per cent while
London's FTSE 100 pared back losses
from earlier in the session to close up 01
per cent.

In Asia, Tokyo's Topix index dropped
15 per cent. Nikou Asgarl

Markets update
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A successful capital raise lifted Lucid, the
luxury electric vehicle group, which
achieved its $1.5bn target.

Around $600mn was generated
through an “at the market” offering in
which the Californian group sold more
than 56.2mn shares. The remaining
$915mn was expected to come from a
private placement of 85.7mn shares to an
affiliate of Saudi Arabia’s Public
Investment Fund, Lucid's majority
shareholder, according o data from
Refinitiv.

Some promising clinical results sent
biopharma group Athenex soaring. A
phase 2 trial revealed that giving its
experimental breast cancer treafment
paclitaxel orally rather than infravenously
was linked with less nerve damage.

Some benchmark rejigging sent Steel
Dynamics higher, with the group
scheduled to replace Abiomed in the S&P
500 index as of fomerrow. Inclusion in the
benchmark meant the domestic steel
producer would now be tracked by a
large number of passive investment

Finland's Uponor slid affer reinstafing its
full-year guidance. The plumbing and
heating supplier expected net sales to
stay at the same level as 2021 against a
previous forecast of a rise.

Behind the downgrade was a cyber
aftfack that occurred last month.
Operating levels were now back af normal
levels since the beginning of this month,
but “the ability fo compensate for lost
sales and margin coverage” for the
remainder of 2022 was limited, it said.

Utility Engle fell after flagging a hit to
earnings from EU-approved windfall
levies and larger than expected costs for
dismantling its nuclear reactors in
Belgium. Levies in Italy, France and
Belgium would potentially “impact” group
operating profif by as much as €1bn in
2022 and €11bn to €1.4bn next year, said
the French group.

‘A downgrade weighed on Aroundtown,
with Berenberg lowering its
recommendation for the Luxembourg-
based real estate group from “buy” to
“hold”. The broker said discussions about

New business sent Velocity Composites
soaring as it announced the signing of an
agreement with GKN Aerospace that
would give it access o the large US
market.

The Burnley group, which supplies
composite material kits for the aerospace
sector, said the deal was expected fo
generate more than $100mn of revenue
over five years.

Another contract win sent WANdIsco
up sharply. The data activation platform
signed a deal worth $31mn with a “global
‘telecommunications supplier”.

Chief executive David Richards said the
contract represented “a record initial
agreement for our business, with the
potential for this value fo grow further as
we have seen with other customers”.

A larger loss than expected left
Petrofac touching an all-fime low. The
oilfield services group forecast an annual
operating loss of about $100mn, dragged
down by its engineering and construction
division.

Derren Nathan, head of equity research

Investors must adapt
to the new normal

of higher inflation

Karen Ward

Markets Insight

he inflation panic is now

subsiding. Energy prices

have stabilised and the

pandemic-related supply

disruptions are easing.
These factors alone should mean that
inflation in the west recedes from the
eye-watering, double-digit rates that we
have experienced of late.

Central banks appear increasingly
confident that they have regained
control. Bond and stock markets are
breathing a collective sigh of relief.

As inflation falls from double digits,
investors are turning to the question of
where it mighteventually settle.

Are weheaded back to the stubbornly
low inflation that prevailed for much of
the last two decades? Or will it stick at a
higher level? In my view, 3 per cent will
be the new 2 per cent. This has major
implications for investors.

A higher and more volatile rate of
goods price inflation is part of the story.
‘one striking feature of the low inflation
era was that the basket of non-energy
goods that the UK consumer bought in
1990 was outright cheaper 30 years
later. Ican’t see history repeatingitself.

Goods pricesare, in future, likely to be
subject to bouts of commedity price
inflation, in much the same way as we
have seen this year. After Russia's inva-
sion of Ukraine, the west lost its major
supplier of numerous commodities.

A multiyear period of adjustment will
have cost implications as we transition
to alternatives. A reliance on smaller
producers in volatile regions of the
world or onrenewablesthat are proneto
the vagaries of the weather will lead to
periods of shortage and higher prices.

In addition, procurement of goods is
no longer ruled by lowest cost. Having
control over the supply of key inputs

and the broader production chain is
now of paramount importance for
companies and governments alike. This
might involve onshoring or reshoring to
countries in which labour is Iy

Central banks are likely to reject the
idea that the inflation target should be
raised until the most recent episode of
high inflation is behind us. But investors
doneed ider the implicati fa

Central banks might argue that, if
goods inflation is persistently higher,
they will simply have to force service
sector inflation lower. While correct in
theory, the political realityis lessclear.

Ina total reversal of the experience of
thelast 30 years, service sector workers
in the west would have to accept pay
growth below the rate at which global
goods prices were rising. Instead, T

They will need assets that
protect them from bouts
of higher prices. Neither
bonds nor stocks do the job

expect the central banks toaccept a new
modestly higher rate of inflation.

Ultimately, I believe this upward shift
will be not only accepted but welcomed.
This is because a 3 per cent inflation
target would, other things being equal,
lift the average nominal interest rate by
1percentage point.

That would reduce the likelihood of
hitting the zero bound — the level at
which interest rates can no longer be cut
to stimulate activity — and central
banks having to resort to unconven-
tional policy tools such as quantitative
easing. In my opinion, it is now abun-
dantly clear that QE is not a substitute
for conventional monetary policy.

1t entangles a central bank with the
government in a way that potentially
risks their independence or perceptions
of theirability to actindependently.

modestly higher inflation world.

Bond investors would do well to drop
the notion that 3 per cent will be the
long-term neutral nominal interest rate.
They should demand a higher yield than
they have for the past two decades on
average and a risk premium to acknowl-
edge there will also be more volatility.

The implications for stock investors
are less clear as earnings will grow ata
modestly higher rate but profits will also
be discounted athigher interest rates.

Companies that have operated in
regions where their earnings have strug-
gled in the face of emerging market
competitors may be the biggest benefi-
ciaries — European companies spring to
mind. A higher, steeper yield curve
should benefit global financials but
serve as a headwind to tech companies,
for example. In turn, this would favour
global value over growth stocks.

Finally, investors will need assets that
protect them from occasional bouts of
high inflation. Unfortunately — as this
year demonstrates only too well —
neither bonds nor stocks do the job.

The best options here are private
infrastructure, real estate and timber,
which have income streams that are
more directly linked to inflation.

Investors be warned. Inflation has
awakened like a bad-tempered teenager
— suddenly bigger, capable of clearing
out the cupboards and prone to bouts of
wvolatility.

Karen Ward is chief market strategist
Jfor Europe, Middle East and Africa at
JPMorgan Asset Management

War without
journalism?

| Indkhinlb~nhla

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

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 12%2F21&ts=20221220205734&uq=20221117085301
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ARTS

A landmark in
Australian art

The Art Gallery of New South Wales's extension is Sydney’s
most important building since the Opera House — and its
curators have done it proud, writes Jane Ure-Smith

anaa, the Pritzker prize-

winning architects, buck the

trend for flashy art-world

architecture. In Manhattan,

the practice’s Kazuyo Sejima
and Ryue Nishizawa memorably
stacked “boxes” above the Bowery to
give the New Museum a new home. For
the Sydney Modern Project, an expan-
sion of the Art Gallery of New South
‘Wales, they have used the box concept
again, but this time as an exercise in
concealment.

Flanked by the Royal Botanic Garden
and the green space of the Domain, a
series of limestone-clad pavilions step
down towards the water. The aim was
a construction “that breathes with
the city, the park and the harbour”, the
pair said at the building’s unveiling in
late November.

In what is arguably the most signifi-
cant new Sydney landmark since Jern
Utzon’s Opera House, a public art gar-
den links the North Building (as 1t'
called for ) tothe I
cal original. But it is only when you step
inside and peer into its vast glass atrium
— 11 metresatits tallest point — that you
grasp the scope of Sanaa’s A$344mn
(US$230mn) creation. Below, two
banks of steep escalators sweep visitors
down and down again, beside an eco-
friendly rammed-earth wall, to an airy
café, terraces with harbour views, green
roofs, green spaces and galleries built
into the hillside.

Sanaa’s initial challenge had centred
on a massive fuel bunker, one of a pair
dating from the early 1940s buried in
the hillside. Filled in its heyday with
6mn litres of oil, the tank supplied the
nearby Garden Island naval base during
the second world war. Sanaa’s solution
was to preserve the tank, complete

with oil smears and graffiti on the
walls and, removing just one of its 125
pillars, insert an elegant, white spiral
staircase to connect it to the museum
above. Director Michael Brand last year
compared it to a lotus rising out of a
muddy pond.

The Argentine artist Adrian Villar
Ro]as is the first to respond to this mys-
terious space: for The End of Imagii
he has populated the Tank with per-
plexing sculptures — composites of

wax, tree bark, used car parts and more
— that began life as time-travellersina
virtual world. Clusters of spotlights
shuttle around overhead, seeking out
and illuminating each one in turn, and
from time to time plunging viewers
intodarkness.

In the gallery’s new set-up, indigenous
Australian art takes pride of place. The
Yiribana gallery, dedicated to the dis-
play of Aboriginal and Torres Strait

Clockwise from main:
aerial view of the Art
Gallery of New South
‘Wales’s extension; the
Yiribana Gallery is
dedicated to Aboriginal
and Torres Strait Islander
art; Darren Siwes’s ‘Jingli
KWin® (2013) —wen ssare 22n
Winberiey
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1slander art, is the first space visitors
encounter when they enter the building.
Yhonnie Scarce’s “Death Zephyr”
(2017), mmpused of 2, OOOgIas.s yams
loudlike for
atits heart‘ 1'3 aesthetic allure at odds
with its grim message. Scarce’s work
alludes to the radioactive poison that
lingered around Maralinga, near her
birthplace in South Australia, in the
wake of atomic tests carried out by the
British in the 1950s. Close by is Vernon
Ah Kee’s equally haunting “Unwritten
#97 (2008), in which a mass of ruled
charcoallines powerfully evokes a skull-
like face. Ah Kee made the work in
response to the death in custody of an
Aboriginal man on Palm Island,
Qu

ieensland, in2004.

“As an art gallery I think we have an
obligation to talk about difficult
moments in Australia’s history,” says
«Cara Pinchbeck, senior curator for Abo-
riginal and Torres Stralt Islander art.

issues, a

We wanted torefer
well as humomus ones — and every-
thing in bef

In thehands of Darren Siwes and Vin-
cent Namatjira, humour comes with a
political edge. For “Jingli Kwin” (2013),
Siwes dresses an Aboriginal couple in
mock-royal regalia for a portrait. In a
2016 animated film, Namatjira hails the
moment in 1975 when the prime minis-
ter, Gough Whitlam, symbolically
returned Aboriginal land to its rightful
owners by pouring red earth into the
hands of a Gurindji man, Vincent Lm,g
iari. But as Whit

by Wiradjuri artist Lorraine Connelly-
Northey, an array of ochre and yellow
scrap-metal sculptures, evokes the bags
used in the bush to collect everything
from frogs to yam daisies, and is also a
real treat.

1f the Sydney Modern Project is about
elevating female and Indigenous artists,
it is also about amplifying the voices of
artists raised in protest. These themes
come together in a green glass panel
depicting six hooded figures, a new
work by Wiradjuri artist Karla Dickens
installed in a long-empty niche above
the entrance to the original building.
Dickens began making hoods in
response to stories of the suffocating
spit-hoods forced on inmates of a youth
detention centre in the Northern Terri-
tory, then gravitated to wearing and
photographing them. “Once I put one
on, it became a lot more personal, about
wanting or not wanting to be invisible,”
shesays.

An exhilarating rehang of the 20th-
century collection has produced thrill-
ing “vignettes” that shed new light on
familiar works. Sidney Nolan’s “First-
class marksman” (1946), for example,
part of his Ned Kelly series, is now

In the gallery’'s new
set-up, indigenous
Australian art takes
pride of place

flanked by fragments from a 1906 Kelly
Gang movie and Tom Roberts’s bush-
ranger (bandit) scene “Bailed up”. Cap-
tions are packed with additional infor-
mation: we learn that the townspeople
from Inverell posed as models for Rob-
erts, among them Bob Bates, a stage-
coach driver who had in fact been held
up 30 years earlier by local bushranger
Fred Ward; Ward was married to a
Wurum woman, Mary Ann Bugg, whose

on, the film fades out amid peals of
kookaburralaughter.

The museum has been working on
gender parity. With works by female
artists outnumbering those by men in
the North Building, “Walawuru
ngunytju kukaku ananyi (Mother
eagles going hunting)” by lluwanti Ken
is among the standout pieces. In this
wildly energetic ink and acrylic paint-
ing, large eagles swoop, dive and fly
upside down, dwarfing flora and fauna
below them.

“Eagles have lots of lessons to share
‘with Anangu women, particularly with
regard to motherhood,” notes Ken in the
wall text. “I love the chaos of it: so much
of motherhood is like that!” says Pinch-
beck as we contemplate the picture.
“Narrbong-galang (many bags)” (2022)

ledge of Country was key to the
bushranger’s survival.

At the press view, much was made of
the fact that, after 10 years, the Sydney
Modern Project has been completed on
budgetand on time. In fact, a significant
piece is still to come: “bial gwiyuno (the
fire is not yet lighted)” by Wiradjuri and
Kamilaroi artist Jonathan Jones is a
“living sculpture” —a seasonal “fire gar-
den” — slated for completion in mid-
2023. Tiered ambitiously across 3,000
squaremetres of the Art Garden, Jones’s
work will respond to the site and its his-
tory and — perhaps controversially —
underline fire’s regenerative power.
It should also underline the Sydney
Modern Project’s success in regenerat-
ing the museum.

artgallery.nsw.gov.au

Anti-capitalism is a profitable business

Tom
Faber

s communism “overpowered”? This

is the question currently concern-

ing players of strategy game Victoria

3. While guiding their chosen

nations through the 19th century,
making decisions on political, social and
economic governance, gamers found
that adopting socialist policies made for
more productive, happier countries
than any alternative. They realised that
forming worker co-operatives and
redistributing wealth was simply too
effective, almost like a cheat code to the
perfect nation. “Damn this game made
me value subsidies and welfare in real
life,” wrote one player on Reddit. The
outcry was such that the developer, Par-
adox, rebalanced the game’s systems in
anupdate.

The merits and — far more regularly
— pitfalls of capitalism are a common
topic in video games. Yet all too often,
this important topic is not given the
intelligent scrutiny it deserves. In the
Tare cases where there is a smart cri-
tique, it still exists within the gaming
ecosystem, an industry which exhibits
many of the worst excesses of
unchecked capitalism. Can games cri-
tique economic systems? Or is their
message undermined by their medium?

Usually, the commentary isn't smart.
Developerslean into tired tropes such as
nefarious corporations and cast cartoon
capitalists asstock villains. In Cyberpunk
2077 you're a rebel hacker roving
around a megacity controlled by corpo-
rations and in Grand Theft Auto V you're
pitted against the villainous billionaire
Devin Weston. This satire is partly neu-
tered by its crudeness — depicting

d canitali h

asfat:

anyway). Add to this the industry’s
fondness for money-grabbing business
models of microtransactions and loot
boxes. Similarly dubious practices
resulted in Fortnite creator Epic Games
agreeing this week to pay a $520mn set-
tlement to the US Federal Trade Com-
mission. Knowing this, when games
take aim at immoral corporations, their
critiques ring hollow. They have
adopted anti-capitalism as anaesthetic.

‘When games take
aim atimmoral
corporations, their
critiques ring hollow

The conditions behind game produc-
tion inevitably shape the stories that
games tell. It is revealing that capitalist
ideology is built into the most funda-
mental mechanics of gameplay: in
almost every game you acquire
resourcestomake yourself more power-

Visitors try out new games at a gaming fair in Paris — vgsrocket v Getly Images

games to tackle politics, set in a world of
working-class uprisings, corrupt unions
and militarised governments where
players are encouraged to grapple with
different ideologies. Citizen Sleeper casts
players as androids trying to escape the
clutches of a tech company which owns
their mind and body, while Kentucky
Route Zero and Night in the Woods both
offer intimate and elegiac depictions of
rural American poverty.

Other games take a more direct
approach. In Democratic Socialism Simu-
lator you play the first socialist president
of America and must make decisions to
enact radical leftwing policies while
navigating scandals, lobbyists and
impending environmental collapse.
Meanwhile, Tonight We Riot casts play-
ersasa revolutionary crowd killing cops
and trying to topple thegovernment. By
making players a collective rather than
asingle character, it offers a rare admis-
sion in gaming that it usually takes more
than one person to change the world.
The developers match the ideals of their
games by strul:turmg their team as a

ful than everyone else and
theworld.

t'sashame b alsobe

work
Games are contradictory things —
they’re prodi of mtense lahour

p
ingcigars and entire worlds owned by a
smgle tyooon misses the subtler ways

auniquely effective medium to expls
1deolngl&-; sume players pammpam 1.\1

demg\ed fori
ﬂlal mlght envlsmn a beﬂer world but

https://digital.olivesoftware. com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc=FTA%2F2022%2F12%2F21&ts=20221220205734&uq=20221117085301
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FT BIG READ. COMMERCIAL PROPERTY

New environmental regulations are being applied to a commercial real estate sector still reeling from the
pandemic. With companies keen tojettison space, will these stricter rules lead to zombie buildings?
By George Hammond

hen FW Woolworth

appointed Richard Seif-

ert to design its new

London headquarters,

both retailer and archi-
tect were on the path to pre-eminence.
‘Woolworths opened its 1,000th UK
store soon after construction on
the Marylebone block started in 1957;
Seifert went on to design Centre Point,
one of London’sfirst skyscrapers.

since then, Woolworths has gone
under, victim to the rise of online shop-
ping and the financial erisis, which
together have deprived British high
streets of some of their most iconic
brands. The Marylebone building that
Seifert conceived is undergoing an
extensive renovation under developer
General Projects and investor Hender-
son Park. The new owners hope to stop
the building slipping, l]ke its former
occupier, into obsolescen:

The challenge in central London is
replicated in Berlin, New York, Edin-
burgh and everywhere between. Build-
ings account for 39 per cent of global
energy-related carbon emissions,
according to the World Green Building
Council, an industry group. Roughly
three-quarters of that comes from
running them; the remainder from the
construction process.

But new environmental regulations to
tackle the problem are kickingin at the
worst possible time for an industry still
reeling from the impact of the pan-
demic. Companies were already having
to think about jettisoning space which
homeworking has left surplus to
requirements; now the new rules will be
phased in as economies tip into reces-
sion. That will put acres of office space
worth hundreds of billions around the
world at risk of redundancy, say market

According to estate agency Savills,
“There are going to be
tonnes of stranded assets.
There are vast numbers
of buildings where it just
won't make sense’

three- quarters of the UK ofﬁce nurket

The challenge (acmg London
d around the

falls below energy
standards which are set to be in place
by 2030. A third of Italian offices and a
quarter of those in Ireland face the same
problem.

In New York, hers at Columbia

world. Oncespun as the ‘right’ thing

At NREP’s new development in
@restad, Morten Erfurt Hansen, a
project manager at contracter CG

todo, ding dirty old buildi

is increasingly the only option, both
legally and commercially

FT

and New York University estimate

$500bn in office value could be

destroyed by 2029 as demand falls and

green standards kick in.
e —-

o 3
a building from today’s standards to
2030 requirements to be roughly £40
per sq ft, on top of normal refurbish-
ment costs. Leading landlords in the
‘West End or City of London, charging as
much as £100 per sq ft, might be able to

Jensen, is responsible for delivering
UN17, a technically complex building
thataims to hitall 17 of the UN's sustain-
able development goals.

Standing at the edge of the new neigh-
bourhood, rimmed by a vast green
expanse, Erfurt Hansen points to the
building site from which UN17 will
emerge and bemoans the challenges of
‘building for a net zero pioneer: “You can
say, ‘Tt’s a very good business case, it gets

‘ Office space at risk over new green regulations
Per cent, by energy performance certificate (the higher the rating, the ‘cleaner’

a lot of crosses on the sustainability
card’, but it’s extremely hard to carry
out in reallife.”

Frederiksen is clear that action, how-
ever complex, must be taken today.
“A [net zero] target of 2050 gives us
probably 20 years of doing nothing and
then five more of thinking, ‘Ohmy god’”
she says. She also criticises others in the
sectur who pay lip service to lowering

lenge is very much to refurbish and ret-
rofit the stock we have. We cannot build
our way out of this crisis,” says Edward
Dixon, head of environment, social and
governance at Aviva Investors.

According to Dixon, there is too great
afocusfrom developers on buildingnew
offices which can more easily hit sus-
tainability scores. A better approach is
to upgrade buildings which are stand-
ing. But that iscomplex and costly work.

“Most owners . . . don’t have sustain-
ability teams or net zero plans or quite
possibly the capital behind them on the
equity side. That’s the part of the mar-
ket thatI worry about more,” says Peter
Cosmetatos, chief executive of the Com-
mercial Real Estate Finance Council
Europe, the trade association for Euro-
pean property lenders.

A recent analysis of 243 listed real
estate companies around the world
holding almost $2tn worth of real estate
by Dutch private bank Van Lanschot
Kempen, found that just a tenth of land-
lords have committed to comprehen-
sive net zero carbon targets for 2050.

“While three-quarters of listed real
estate companies have some sort of
decarbonisation or climate change
strategy in place, if you scratch the sur-
face, you will find that many are very
light on detail,” says Lars Dijkstra, chief
sustainability officer at the bank.

There is also evidence that targets are
slipping as higher interest rates divert
developers’ attention from the green
agenda. A year ago, 70 per cent of Lon-
don office developers told Deloitte they
expected all their new developments to
be netzero by 2030. When the same sur-
wvey was repeated recently, just 36 per
cent were confident in that timeframe.

Older stock that is uneconomical to
bring up tostandard is already pinched,
but no one can say how far up the scale
pain will be felt. The $500bn that aca-
demics at Columbia and New York Uni-
versity estimate is at risk in New York
is equivalent to a quarter of the entire
wvalue of the market.

Government intervention is the best
way to accelerate change across a highly
fragmented industry, according to
Dixon at Aviva Investors. “It’s an enor-
mously complex sector. The only thing
that can cut across this is policy sweep-

building is green. Tenants who have ingup... smaller orgamsmnn,s which
drawn up ! their own carbon don’t have the sh investors
plans are i older [tosupportthem],” hesays.
‘blocks and zeroing in on offices wearing y a

Crirmsiin o How bad could it get?

Buildings with the highest levels of
green accreditation make up less than
10 per cent of the London market, but
account for around 60 per cent of all
space | leased m London this year,

but give little time iy
doing it, accusing them of greenwash—
ing from lack of knowledge, lack of care
and lack of intent”.

But @restad is proof that sustainable
construction is hard even with a clean
slate and deep pockets. Most property
owners and investors have neither: four

tos:
But Julie ngnyen chief executive of
the UK Green Bu]ldmg Cmmml sug_gesls

prospecti

There is growing concern that the crisis
facing office landlords as a result of
higher environmental standards could
dwarf the impact on retail property
owners from ecommerce over the past
decade.

The shift of shoppers online, and
away from high streets and malls, has
left barren shoppis and vacant

Her organisation is working with vari-
ous other sector bodies on a unified
“net zero carbon buildings verification
standard” that captures the full impact
of constructingand operating an office.

“until this standard has emerged, we
don’t really know what we're targeting,”
shesays.

Ahugebill
Ultlmately tougher regulations will “cut

tackle energy poverty,
reduce people’s ility to energy

storefronts, particularly in the UK and
'US where ecommerce has grown fastest.

Retail property owners have seen
the value of their shops bleed away asa
result. Green Street’s index of European
retail values shows they have fallen by a
third since 2007. Office owners have so
far had an easier ride but, as a result of
the pandemic and interest rate rises,
wvalues have fallen sharply since 2019,
with office values up just 5 per cent
over the past 15 years, according to the
| real estate analytics firm.

prices and support the economic recov-
ery and job creation”, according to the

“The challenge is very
much to refurbish and
retrofit the stock we
have. We cannot build
our way out of this crisis’

European Commission. But they also
come with a colossal price tag for prop-
erty owners.

A handful of landlords have esti-
mated the costs of upgrading their port-
folios to new standards, reaching a wide
range of conclusions about the ultimate
costs. Landsec, a listed UK landlord,

absorb the cost. But for owners of build- i S in five buildings standing today are
ings in smaller towns, charging more UK (ex London) London expected tostill bein place by 2050, and
like £20 per sq ft, bearing that cost is 40 WegaltoTer — TiegaTToTet 40 the pressing challenge is how to breathe
impossible. from2023  from 2023 newlife into them before then.

“There are going to be tonnes of (C-G) (F-G) Blocks owned by well-off investors
stranded assets, let’s be honest,” says 30 30 arethe tip of a multitrillion-pound ice-
Jacob Loftus, founder and chief exec- berg, beneath whichisa mass nl nlder.
utive of General Projects, which special- 20 a1 1 20  out-of-the-way
ises in green refurbishments. “Even for that would cost more to fix up than' they
those owners which would like to could ever command in rental income.
improve [their buildings] there are vast 10 —— - - - ———10 Those blocks risk becoming stranded
numbers of buildings where it just won't withouturgentintervention.
makesense” That is now being furced by ughmr

over the past few years, landlords o —r 1 1 1 1 T 0 ion. In the UK, bui
have maintained that hitting climate A/A+ B C D E F G AA+B C D E F G an energy performance ceruﬁmte. or

ts is their b concern— Developers have by less ambiti about hitting EPC, with a top grade of A and a bottom
ac&:mm;n that wa:1 not svga)i::i even their green targets of G. Ministers i‘::feﬁnd to ratnh;t 13&
asthe pandemicraged, war broke outin minimum energy efficiency standar
Europe and the global economy clouded gh;nsﬁ:vgxllp:;:;::%m Rlicipasbralihak e ot (MEES), making it illegal to let out
over. offices with an F or G rating from April

Once spun by ethical or image con- Before 2029 Between 2030 and 2039 2040 or after Ty T 2 e
scious landlords as the “right” thing to torise toa Crating by 2027 and toa Bby
do, upgrading dirty old buildi is 80 80 2030, alevel which around 70 per cent
increasingly the only option, both \ of ufﬁces in the mpllal fall short of,
legally and commercially. The question 60 60 toSavills.
is: can they do enough to prevent a In the US, regulations differ state to
plague of zombie offices? 40 S 40  state and city to city, but commercial
Carbon comestto the fore - - ey hns'l::lril;‘faf:ui(mn ]'" pres-
Creating a green building is hard, even energy performance dards are also
for those developers who are starting o o  beinggradually raised in Europe as the

from scratch and using modern tech-
niques and materials.

In Copenhagen, investor and devel-
oper Nordic Real Estate Partners is piec-
ing together a new neighbourhood that
aims to set a benchmark for environ-
mental performance. In one of the most
ambitious pledges across the sector, the
company has committed to being net
zero by 2028, without making use of the
carbon offsets that feature in the plans
of many other companies.

In a modern office overlooking the

T T T
Q32021 Q32022 Q3 2021

T T T
Q3 2022 Q32021 Q32022

Retail property values are below 2007 levels, with offices

falling fast

Green Street pan-European property sector indices

140
Inferest rate rises start 1o bite
120
/ Office ‘\'
100

N

~ —
https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 12%2F21&ts=20221220205734&uq=20221117085301

European Commission looks to fully
decarbonise building stock by 2050.

‘With regulations tightening over the
next decade, landlords may be tempted
to upgrade offices incrementally. But
that is difficult because occupiers
moving in for 10 years or more need
tomorrow’s buildings today.

“A lot of people are looking at MEES
regulations in 2030 and thinking,
“That’s eight years off.” But if you are
a tenant taking a long-term lease now,
you wnu.ldn t be able m sublease it [in

work to get its £11bn portfolio
tothe EPCB grade required by 2030 will
come at a net cost of just £135mn, a
shade over 1 per cent of the buildings’
value. But privately owned peers such
as the Crown Estate have suggested
costs could run to £1bn, roughly 13 per
cent of the value of its total real estate
portfolio.

According to a report published last
year by estate agency Savills, the stock
of commercial property worldwide is
‘worth close to $33tn, much of that made
up of offices. Even if the costs of transi-
tioning are lower than widely expected

Recent falls are widely expected to
accelerate as the market adjusts to
higher interest rates and the cost of
hitting netzero.

Like shopping centre landlords, they
are dealing with a tectonic shift for their
tenants: as a result of homeworking,
occupancy levels in England remain
stubbornly close to 30 per cent, which is
half pre-pandemic norms; in New York,
occupancy isstuck below 50 per cent.

Where peers in the retail sector were
eviscerated by the financial crisis, office
owners are now contending with a rap-
idly turning economy. Environmental
upgrades are increasingly urgent but
also increasingly expensive, as borrow-
ing costs soar and inflation drives build-
ing material prices ever higher.

similar conditions triggered a devas-
tating spiral for retail property more
than a decade ago, particularly in over-
supplied markets in the UK and US.
After 15 years, that sector appears asif it
has yet to hit the bottom. Office owners
are not blind to the danger but console
themselves by suggesting that the fall-
out will belimited at the top of the mar-
ket. Yet even high-end malls have suf-
fered, dragged down by the collapse of
poorer-quality rivals.

When the Woolworths’ building
opened its doors in the late 1950s, the
company’s leaders foresaw a bright
future. Carved into the block are depic-
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‘Without fear and without favour*

Now is the time to boost financial literacy

ft.com/opinion

The FT's charity is filling
vital gaps in public
understanding of money

FT FLIC, the Financial Times’s charity
to promote financial literacy, is now
more than a year old. As cost of living
pressures weigh down on populations,
its mission could not be more resonant.
Early in 2020 we decided to be more
ambitious in our charitable outreach
than partnering as before with different
NGOs and raising awareness of their
work. The cause we chose addresses an
issue that the financial world has both
created and neglected.

'Vast gapsin basic financial knowledge
and understanding, estimated by the
World Bank to afflict two-thirds of the

lobal pounding the
financial pressures inflicted by high
inflation. Boosting financial literacy
levels can help relieve those pressures.
It can also empower individuals to

save, invest and found businesses.

The issue affects all strata of society.
Celebrities who didn’t understand their
own finances have been hoodwinked by
unscrupulous hangers-on. Those on the
lowest incomes may unwittingly be
drawn into borrowing at ultra-high
interest rates. Even professional finan-
ciers can make poor decisions about
confusing mortgage products.

FLIC, the FT’s Financial Literacy and
Inclusion Campaign, has been targeting
groups that research has shown are
most likely to benefit from a boost to
financial literacy. These include women
and young people, as well as a range of
disenfranchised communities from gig
workers to older people without access
to digital services.

In its first year, FLIC has hosted a
number of educational sessions for its
target groups. It has also developed a
programme of financial education for
workers with unpredictable incomes, in
partnershipwith the Association of Brit-
ish Insurers. But much of its work has

focused on developing and delivering
financial literacy education for school
students.

In the UK, the absence of a committed
curriculum means most young people
leave school knowing more about bak-
ing and biology than about budgeting
and borrowing. In England and Wales,
for example, most financial education is
supposed to happen within the PSHE
curriculum. But this hodgepodge sub-
ject — covering sex, health and drugs —
leaves little time to deliver meaningful
financial information. PSHE is a subject
often taught by non-specialists who
maylackfinance expertise themselves.

FLIC has developed its own curricu-
lum of financial education material —
aimed both at teachers and students.
several pilot programmes have taken
place across the UK, and a whole-school
pilot is scheduled to begin in February,
with nationwide rollout via partner
organisations later in 2023. It is up to
date and engaging and will be freely
available via the FLIC website.

The charity has also begun lobbying
for change with ministers and MPs.
FLIC firmly believes mandatory finan-
cial education — within the maths cur-
riculum and beyond —is a crucial foun-
dation for people’s ability to deal with
money in later life. In the US, Next Gen
Personal Finance, headed by FLIC
donor Tim Ranzetta, has made a big dif-
ference with a state-by-state lobbying
campaign of its own. Some 27 US states
now require high schools to offer a per-
sonal finance course, though only 15
require students to take a financial liter-
acy course tograduate.

Closer to the FT’s home, the Lord
Mayor of London, Nicholas Lyons, has
agreed to make financial literacy a
theme of his one-year tenure as head of
the governing body for the City of Lon-
don. FLIC and the Financial Times are
proud tojoin that initiative. We encour-
age readers to find out more, and con-
tribute at ftflic.com. And most impor-
tantly, to spread the word about the
importance of financial literacy.

Innovation

‘Grief tech’ avatars aim to
take the sting out of death

Aoy Carter

Anjana
Ahuja

ome might lay an extra

place setting at the Christ-

mas table, or puta symbolic

gift under the tree that

will never be unwrapped.
Others may commemorate the loss of
aloved one by raising a quiet toast or
hiking a favourite trail.

But the rise of “grief tech” could
soon allow those left behind tointeract
more vividly with the dead. Compa-
nies such as HereAfter Al are building
“legacy avatars” of living people
that can be called upon after their
deathst le the b d. These

than listening to voicemnails on repeat.

Another company, StoryFile, adds
video to its digital offering. Its
chief executive, Stephen Smith, show-

cased StoryFile’s waresby

playing
video avatar of his mother bidding
farewell — at her own funeral. The
companies charge either an upfront
fee or amonthly subscription to access
theavatars.

Lucy Selman, associate professor in
palliative and end-of-life care at Bris-
tol university in the UK, and founder
of the online Good Grief Festival,
describes grief tech as “an interesting
advance”. But, she says, “before it is
introduced more widely, a lot more
research is needed into its ethical
dimensions and how and when it
might be useful, orindeed harmful, in
seriousllness and in bereavement”.

While the prospect of a continued
i ip after death may reassure

personalised chatbots are able to
answer questions about their lives
based on information they provided
when they were alive.

The trend towards Al-assisted
grieving, which goes beyond simply
preserving the digital legacies of the

deceased, may end up reshaping the
way we memorialise our dead.

In some ways, technology applica-
tions of this kind are as inevitable as
death itself. We already converse with
avatars such as Apple’s virtual
assistant Siri and Amazon’s Alexa.
Deep-learning language models such
as OpenAI’s GPT-3, which produces
human-like text from a prompt, can
be adapted to evoke the manner of a
specific person, by training the model
on what that person has said before.
Voice cloning can then turn that text
into sound that mimics their voice.
‘Weaving such technologies together
can producea conversational artificial
intelligence, or chatbot, designed to
speaklikealoved one.

The chatbots generated by HereAf-
ter Al are not sophisticated polymaths
like Alexa but instead offer a fairly
limited repertoire of spoken responses
based on personal biographies.

Charlotte Jee, a reporter for MIT
Technology Review who created ava-
tars of her living parents, described
the experience of interacting with

some, Selman says, the technology
could risk delaying or prolonging grief
for others. What is certain, she insists,
is that this approach “won’t be for
everyone, because griefis as unique as
our relationshipswith each other”.

James Vlahos, who founded HereAf-
ter Alin 2019 after creating a bot
based on his father from recordings
made before he died, said in an email
that the company never created dig-
ital replicas against a person’s wishes:
“Any and all people who create life-
story avatars with HereAfter AT must
give their active consent. They must
also voluntarily participate in the
process of sharing memories about
their lives that provide the biographi-
calinformation for their avatars.”

Parents can create avatars of termi-
nally ill children, he explained, but as
users are not questioned about their
circumstances (the data-gathering
interviews with participants are gen-
erally automated) he said he did not
know whether any currently fitted
that profile.

I do wonder what my late father
would have made of it all. When alive,
he resisted talking about a difficult
childhood in India, a reticence that felt
like an essential part of his being.
Asking his avatar to spill the beans,
even if he had consented to providing
the information beforehand, would
feel somehow wrong.

Perhaps a chatbot that can converse
convincingly from beyond the grave is
the next natural —or unnatural —step
for some families. But, says Selman,
who lost her own father when she was
15 and later suffered a stillbirth,
“[grieftech] reminds us of the impor-
tance of prioritising conversations and
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Healthcare must embrace gene therapy to catch up with science

Your report “Health experts question
cost of gene therapies” (December 15)
contributes to an important
conversation about the future of
healthcare and our rapidly evolving
scientific capabilities to treat, and
possibly cure, devastating diseases.

‘There are debates to have about cost
and access. But we must also ask
‘whether we can afford to keep the
healthcare systems we currently have,
in which far too many patients face

chronic treatment that may only
partially alleviate symptoms and
suffering.

Cell and gene therapies seek to
disrupt this broken model.
‘Transformative treatments now exist
for diseases including spinal muscular
atrophy, haemophilia, beta
thalassaemia and blood cancers like
leukaemia that don’t respond to
conventional treatments like
chemotherapy. Patients are benefiting.

the world to receive a chimeric antigen
receptor T-cell therapy for her
aggressive form of leukaemia that
failed to respond to other treatments.
‘We know that cell and gene therapy
challenges conventional healthcare
systems, by design. That’s why we're
‘working collaboratively with payers
and stakeholders in Europe, the US and
beyond to modernise healthcare
systems by creating new, innovative
reimbursement models that share risk

cell and gene therapy developers are
often willing to rebate payersif a
therapy doesn’t produce the intended
effectin a patient.

We have reached an important
moment in Europe, through the
revision of the EU pharma legislation,
and in the US, where important
reforms are needed in government-run
insurance schemes. The future of
medicine is rapidly approaching.
Healthcare systems must catch up with

death or serious disability and have Take Emily Whitehead, a 17-year-old across multiple stakeholders and science.

few, or no, treatment options. For those | American who just reached her 10th improve patient access. In contrast to Timothy D Hunt

“fortunate” enough to have options, anniversary of being cancer-free after how healthcare and pharmaceutical Chief Executive, Alliance for Regenerative

‘the status quo is often burdensome becoming the first paediatric patientin | markets have historically functioned, Medicine, Washington, DC, US

Notmuch has changedin | N/~ gawx | Steps Japan should take if | A Russian’s personal view

-

50 years on the railways - — it is to expand its military | of the sanctions regime

Camilla Cavendish laments the = - Before the Japanese government 1f speech is silver, silence is golden.

anachronism of today’s rail service - -~ expands its military capability to the That’s what comes to mind when all

(Opinion, December 10). <5 ~ level of a typical western nation, the parties to an oil deal do not comment
1n 1976 I joined British Rail as a JURY Japanese people must repeal Article 9 on it (“Russia ships crude to India

management trainee. At that time, of the constitution outlawing war as a despite rejecting G7 price cap”, Report,

managers were routinely rostering means to settle international disputes December 17).

train crew overtime — and rest-day —
‘working to keep down headcount, thus
forfeiting any leverage with their trade
unions. It took 18 months to traina
‘train driver. The published timetable
dissolved into fiction every weekend
‘because of “engineering works”.

The fares system was too
complicated for the public to
understand, and passenger
information, particularly during
disruptions, was an afterthought.

I'm not sure much has changed in the
past 50 years, under public or private
ownership, although the cost to the
taxpayer has certainly increased in
real terms. At current cost levels, it’s
not clear this is a public service the
country should afford.

Gary Backler
London TW1, UK

Nurses were paid less then,
society looked after them

A fundamental element in the English
nurses’ strike is consistently ignored
by politicians and commentators,
including in the FT (“UK ministers
co-ordinate response to historic

strike disruption”, Report, FT.com,
December 19).

Nurses have never been well paid
‘but they benefited from an implicit
covenant with society and government
‘which gave assurance that in exchange
for long hours, stress and urgent
demands on them, they would be cared
for. My mother was paid £5 a year
during training in the 1920s but
enjoyed her work. she lived in nurses’
accommodation and did not have to
pay for her training.

After 12 years of Conservative
governments nurses have to pay for
‘their training, live in scruffy bedsits —
since their hostels were sold off —and
even if they get the pay rise they seek,
‘they will still be worse off than in 2010.

The social contract between nurses,
society and governments has been
ignored and destroyed. Their real
incomes need to be restored, albeit in
stages, decent accommodation
provided and training should be free.
Their goodwill and loyalty have been
stretched to breaking point and moral
‘blackmail is being heaped on them

o on
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‘What the Tived experience
director’ job says of NHS

«camilla Cavendish’s courageous article
on the NHS (“An exhausted NHS limps
towards its high noon”, Opinion,
December 17) resonated strongly with
both my path as a patient over the past
few years and also numerous
conversations with professional
colleagues in the service.

The pandemic did indeed hand
back more decision-making to the
medical experts and more got done in a
highly collaborative manner, arguably
as a result.

In my opinion, strong backing for her
point of view comes from a current
job advertisement from the Midlands
Partnership NHS Foundation for a
“director for lived experience”,
starting salary “£110k™.

“This is an exciting opportunity”, it
Teads, “for advancing lived experience
leadership at the highest level and we
believe the first such Trust Board
Directorship in the NHS.”

So more to come apparently.

1 can’t wait.

Andrew Mackintosh
Oxford, UK

Independent pay review

boards are anything but

Asreported daily in your pages, the

government keeps telling us that its

stance on public sector pay is based on
dations from independ

bodies.

But the so-called independent pay
Teview bodies are not independent.
Their members are appointed by, and
Teport to, ministers in the relevant

involving the state (“Japan scraps
pacifist postwar defence strategy”,
Report, December 17).

The repeal would confirm that they
'will wage war to defend their
homeland. The lack of repeal indicates
that the Japanese remain committed to
pacifism even in a hail of foreign
missiles that obliterate schools,
hospitals, etc. In that case, no amount
of new hardware for the Japanese
military will be sufficient to subdue the
foreign power.

1f the Japanese successfully repeal
Article 9, their government should
follow up with nationalising the
‘Yasukuni shrine, removing its war
criminals, and changing the nearby
museum to a memorial to the Japanese
and non-Japanese victims of war. This
latter action would set the right tone
for the military expansion.

Japan can then proceed to fulfil the
aspiration of late prime minister
shinzo Abe: Japan becomes a normal
‘western country that can use its
military to achieve western objectives.
Dwight Sunada
Stanford, CA, US

A generous offer of Covid

drugs can reset China ties

The article by Edward White and
‘William Langley “China urged to avert
Covid deaths with jabs” (Report,
December 16) can be the subtle signal

A price cap, especially a symbolic
G7 one, is always a half-measure
compared to an embargo since if the
US can do without Cuban products,
the world can’t do without Russian
‘mineral resources.

And there is a difference between
what you describe as pain at the pump
and, say, a Russian’s experience of now
being unable to travel abroad three
times a year or buy an iPhone as soon
as anew model arrives.

Besides, as a Russian I'm aware that
being under sanctions is what comes
with the territory in my country, the
largest land-grabber in the world.

Sowe are accustomed to them
as the Japanese are accustomed to
earthquakes.

Mergen Mongush
Moscow, Russia

In Oslo, some migrants are
better treated than others

Am I the only reader who was struck
by Richard Milne's article from Oslo
that some economic migrants are
treated more favourably than others
(“Norwegian millionaires flee wealth
tax”, Report, December 17)?

It was reported that more than 30 of
the richest Norwegians had fled their
home country to seek a better life in
Switzerland, Cyprus, Italy and Canada.
1trust they had a safe and legal route to
their new lives. Like with other

that the i for

a new disaster within the Covid-19
pandemic and the new wave of
influenza. How effective and available
are the Chinese vaccines? Are the
hospitals and the intensive care units
prepared for a huge influx of patients?
‘Will a spread of these viruses and their
mutation present a new threat to the
Test of the world?

There is a golden opportunity for the
US and Europe to lower international
tensions and prevent a new war in the
next five years, as well as protect their
own populations from new Covid
variants.

The way to do this is to offer China,
using the forum of the UN, all surplus
mRNA vaccines if Xi Jinping and the
Chinese government cover the
transportation and fuel costs. Widely

ic migrants, it is likely they will
contribute a great deal to where they
have settled.

Jeremy Ali

Birmingham, UK

ChatGPT's limitations and
why journalism will live on
ChatGPT is “eerily impressive” writes
John Gapper (“ChatGPT is fluent,
clever and dangerously creative”,
Opinion, December 10). His
perspicacious article, however, is itself
an example of ChatGPT’s limitations,
as the tool could never have generated
one as good. “Real” journalism will live
to see another day.

Paul Forster

Cambridge, UK
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West's axis of prudence risks a Kremlin victory by default in Ukraine
should do whatever it takes to help  job to continue to sustain our military  look like. The US, which has given Prudence in a di icleaderis assumesads rationality and con-

GLOBAL AFFAIRS

Constanze
Stelzenmuiller

52022 ends and western

leaders ponder coming

challenges, few questions

are as globally consequen-

tial as what to do about

Russia’s invasion of Ukraine. Viadimir

Putin’s relentless campaign to bomb

the country into dark, cold misery

amid warnings of Kremlin preparations

for a reorganised ground offensive

adds both military and moral urgency
totheissue.

Eastern iall

Ukraine repel the aggressors as quickly
and completely as possible. They have
committed allies in high places inthe US
government as well as among the lead-
ersof Germany’s Greens.

But many western EUropeans worry
that supporting too-forceful a push by
Kyiv against the Kremlin’s forces might
trigger a nuclear escalation, a war
between Russia and Nato or an irrepara-
blerift between the alliance and the glo-
bal south. That conviction is firmly
shared by French president Emmanuel
Macron, German chancellor Olaf Scholz
and, crucially, US president Joe Biden.
Their line — call it the realists’ Axis of
Prudence —has, so far, imposed itself.

Consider what Biden’s national sec-
urity adviser Jake Sullivan, a master
ﬂf callbrated c]:cumspectmn said to

last week: ©

P want
Kyiv to win and Moscow to lose, and
they believe the transatlantic a]].mlce

We
dun 't know where this is going to end
up. What we do know is that it’s our

support to Ukraine, so they’re in the
‘best possible position on the battlefield,
so that if and when diplomacy is right,
they will be in the best position at the
negotiatingtable.”

scholz — who intones the for-
mula “decisive yet prudent” in inter-
views like a call sign — told a German

What is debatable is
whether the calculus of
containing the conflict

is actually working

newspaper that “our goal is that Russia
ends its war of aggression and Ukraine
defends its ultegnty Notably, lmth

Ukraine about $20bn in military
aid since the beginning of the war, has
declined to provide it with aircraft,
tanks or long-range ATACMS missiles.
Yet in the light of Russia’s sustained
onslaught on Ukraine’s civilian infra-
structure, Washington is now expected
to announce a delivery of the longer-
range Patriots surface-to-air defence
system, which it had long resisted. Ger-
many has given Kyiv howitzers, Gepard
anti-aircraft guns and the brand
new Iris-T air defence system, but
it refuses to send the Leopard tanks
Volodymyr Zelenskyy’s government
hasbeen asking for.

But who s right? The advocates of vic-
tory for Ukraine and defeat for Russia?
Or those who are seemingly to
mmﬂnplate a bal:l.leﬁeld stalemate for

inthe

of these art are
ambiguous about how the war should
end or what a sustainable peace would

hope that tlns will ulhmately leadtoa

lement?

not just a virtue but a responsibility.
Whatis debafahle is whether the calcu-

trol, and the possibility of a stable post-
war political equilibrium. But what if
b

Tus of in Ukraine

Putil ‘Nazisin Ukraine and

is actually prudent. Or whether it is
‘working,

Putin has not used substrategic
nuclear weapons — not even after his
troops” rout from Kherson. Both
the US and the Chinese have left no
doubt that acting on his repeated
threats would have stark consequences.

But to see this as proof that contain-
ment is working is a fallacy. Because the
waves of Russian drone and missile
strikes keep coming, the worst since the
beginning of the invasion. What else is
this but escalation? If Kyiv is denied the
means to counter it, its allies risk
Ukraine’s defeat, western disarray and a
Russian victory by default. Its profit
‘would go to China.

the notion of i
followed by a negotiated resolution

satanism in the west are not political
theatre but — as the historian Lawrence
Freedman has suggested — a paranoid
projection of fear at the irredeemable
rot in his own system? What if, in other
words, we need to take the Russian dic-
tator, like his admirer Donald Trump,
bothseriously and literally?

In truth, Ukraine’s allies have exactly
two cheices: one failing state to Europe’s
east, or two. Conversely, if Ukraine is
given the chance to win, and to trans-
form into a well-defended, stable
democracy with a slavic culture, that
would not just be a huge security gain
for Europe but a model for Russia. That,
of course, is what Putin fearsmost.

The writer directs the Center on the US and
Europe at the Brookings Institution

Glimmers
oflightina
terrible year

Martin Wolf

From the return of Nato to the triumph
of democracy, not everything that

happened in 2022 was bad

ew will regret the passing of

2022. 1t has seen a brutal

onslaught on a peaceful neigh-

bour by a vile despot. It has

seen soaring inflation and
falling real incomes in a global cost of
living crisis. It has seen rising interest
rates, a strong dollar and widespread
difficulties over debt: according to the
IMF, 60 per cent of low-income coun-
tries are in debt distress or at high risk
of being so.

It has seen falling asset prices and
heightened volatility in markets. It has
seen important moves towards uncou-
plingbetween the US and China and the
formation of competing blocs centred
on the two superpowers, with Russia
firmly in China’s camp. It has seen the
failure of the COP27 tobend

this before we plunge into a new year.
The west is back. The invasion of
Ukraine has brought those who share
democratic values together. For the
Nato alliance, it was a time of rebirth.
For Germany, it was a Zeitenwende. For
Finland and Sweden, it was time to
reject neutrality. Donald Trump’s fawn-
ing over Putin failed to undermine US
support for Ukraine. Volodymyr Zelen-
skyy won the propaganda war, hands
down. He isthe heroic leader Ukraine —
and the west — sodesperately needed.
Putin is not the only strongman to
look weaker today than a year ago. So,
too, do Xi and Trump. The former’s
zero-Covid policy has ended in igne-
miny. The claim of toeday’s version of
ancient Chinese despotism torule more
ly than messy d.

the curve of emissions of greenhouse
gases downwards. It has not even seen
full recovery from the dire outcomes of
the Covid pandemic, especially among
the world’s poorest people. (See charts.)
This is bad. Worse may still be to
come, possibly even much worse.
Vladimir Putin, in particular, is an
unknowable quantity. So, too, as we
have seen overhis policy towards Covid,
is Xi Jinping. Who knows what financial
mayhem the Republicans might
unleash over the US debt ceiling in
20232 Again, will the EU really stay the
course on Ukraine as interest ratesrise,
ies fall into and debt

lies in tatters. Iran’s despots are under
assault from their young. Trump's
candidates were substantially repudi-
ated in the midterm elections. Yes, he
hasvastly too many supporters for com-
fort. The Republican elite remains cra-
ven. But Congress has now made his
attempted insurrection as plain as day.
Meanwhile, in battered Britain, the
value of democracy has also been
proven. Moved by fears of electoral
defeat, the Conservatives ditched Boris
Johnson, followed by the staggeringly
incompetent Liz Truss in 44 days. No
one died. Democracy is not perfect,
ially when it takes the form of ref-

Yetitis notall bad. In 2022, light also
shone in the gloom. Let us celebrate

erendums on topics the people cannot
be expected to understand in full. But
they do learn: a recent YouGov poll

The British public feels ‘Bregret’ The valuation of the US stock market has Yields on US Treasuries are up, but
Responsas to poll question ‘In hindsight, do you think fallen but is still high “breakeven’ inflation is falling
Britain was right or wrong to vote fo leave the EU?' (%) Cydlically adjusted price-earnings ratio on US inflation expectations, derived from
US stock market Treasury yields (%)
| 55 w - Breakeven inflation
e IilE Yield on 10-year Tips
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shows 51 per cent regretting Brexitand a
mere 34 per cent still supportingit. This
shift will allow a future government to
‘bring the UK closer to the EU again.

Too late, but with determination, the
Federal Reserve has acted to bring
domestic inflationary pressures under
control in the US, where they were
strongest. Partly as a result, inflation
expectations remain under control.
Painisstill to come. But the chances are
good that inflation will be brought
under controlin the US and elsewhere in

The world is not
deglobalising; trade is
just not growing as
fast as before

2023. Areturn to growth should follow.
Rising nominal and real interest rates
have shaken the markets. The cyclically
adjusted price/earnings ratio in the S&P
500 has fallen from 39 in December
2021, the second-highest peak in his-
tory, toarecent low of 27. That isstill far
above the long-term average of 17. Butit
is a move towards reality. Markets have
also become noticeably more volatile
and some speculative assets have tum-
bled badly. Bitcoin is down from a peak
of $69,000 last year to $17,000. This
proves thatit is neither aunit of account
nor astore of value. It has never been a
useful means of payment. As went Bit-
coin, so went Sam Bankman-Fried’s
FTX. Interestrates may notstay high in
real or nominal terms. But their jumps
‘have reminded investors of risk. Good.
Globalisation is alsonot dead. Indeed,

outside the US, where whining about
unfair trade has become almost epi-
demic, most countries understand that
they need buoyant trade to thrive.
Encouragingly, the IMF forecasts the
volume of world trade in goods and
services to rise by 4.3 per cent this year.
Interestingly, this is faster than the 2.9
per cent growth in trade ingoods: trade
in services is taking the lead. This fol-
lows 10.1 per cent growth in the volume
of trade in goods and services and 10.8
per cent growth in trade in goods in
2021. Meanwhile, global gross domestic
product is forecast to grow only 3.2 per
centin 2022, after 6 per centin 2021.

So, the world is not deglobalising:
trade is just not growing as fast as
before. Thatis in part anatural develop-
ment. Globalisation could not grow as
fast as before. But it is still at work. The

world economy also continues to grow.

Finally, in a messy and ill-co-ordi-
nated way the world is leaving Covid
behind. This is greatly helped by the
wvaccines, even though these are not as
widely distributed as they should be.
‘Worse variants are likely and new pan-
demics probable. But thisis progress.

It is easy to be overwhelmed by the
dangers, injustices, conflicts and fail-
ures of our world. Surely, enough of
them exist. But not all that happened
this year was a disaster. For those of us
who believe in democracy, the rule of
law, continued economic advance, glo-
bal economic integration, sound finan-
cial markets and monetary stability,
2022 was not entirely bad. Yet let us
hopethat 2023 is better. It needs to be.

marfinwolf@ft.com

Torsten

Bell
he snow and strikes which
dominated UK headlines
last week have a surprising

amount in common. Both

close schools and cancel

trains but, while the snow has melted

away leavinglittle trace, strikes are here
tostay wellinto 2023.

There is a great deal of industrial

Strikes are an inevitability;, not an aberration

poorer, but they don’t automatically
determine who gets poorer or how. That
is instead shaped by power, policy and
politics, as well as markets. Strikes
are just one part of that messy process.
It’s no coincidence that in the 1970s
both energy prices and industrial
disputes: L
The scale of the pain to be shared is
large, with the highest inflation in four
decades. «Capital and labour are in an
high stakes contest, and one
wnhplemy of scope for both tolose: real
wages are down by 2.7 per cent over the
past year, but profits as a share of gross
domestic productaren’t rising and firms

lance workers, highlight the focus of dis-
putes in the public (and pseudo-public)
sector. Private sector workers lack the
unlonlsaunn rales (only 13 per cent are

;) for d strike action.

Instead, thanks to theu' good fortune of
holding this contest during a tight
labour market, they can seek a pay rise

I'hreatening to move
employer is less use for

public sector workers
given centrally set wages

warned, unpersuasively, that successful
strikes for higher public sector pay risk
stoking inflation. Fast rising prices are
causing public sector strikes not vice
versa, and it is far higher wage growthin
the private sector that is concerning
inflation hawks at the Bank of England.
There are real trade-offs when it
comes to public sector pay, but they’re
not about wage-price spirals. Nurses’
salaries can’t cause that kind of spiral
when the NHS, thankfully, doesn't have
prices. Instead it’s wage-tax spirals that
really worry the government. Having
already announced plans to raise the
tax take to its highest level since the sec-

— more broadly — on taxpayers or
publicservice users.

Ignore the claims that it would cost an
extra £28bn to inflation-proof public
sector wages — some pay rises are
already pencilled in and public sector
workers do actually pay tax. But the
burden-sharing choices being made
here are substantial: double-digit
pay rises could easily cost low double-
digitbillions.

Seen through that lens, the chancel-
lor’s approach is understandable. But it
is also untenable. The chasm between
public and private sector pay growth
(2.7 per cent vs 6.9 per cent respec-

economic impact of closing the rail
network is small, but the indirect effects
are significant (a third of rail commut-
ers have jobs that can’t be done from
home). Strikes in the NHS will mean
fewer operations and, with more
than 7mn people already waiting to
start routine treatment, it’s clear our
failure to improve the population’s
health is undermining our ability to
generate wealth.

Ministers will say that this is why
workers should stop striking. But a
more pragmatic conclusion is that there
arereal benefits from resolving the dis-
putes quickly. A pay rise agreed today is
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BoJ/Kuroda:
addicted to quack

Critics have derided Bank of Japan
governor Haruhiko Kuroda as a lame
duck since 2016. With just months to
go before his term ends in April, he has
tried to prove them wrong.

But the BoJ’s surprise decision to
widen its bond yield target band will
not be enough tolift the economy out
of its shump.

The bank shocked markets by
unexpectedly heightening guide rails,
allowing long-term interest rates to
rise. The 10-year bond yield can edge
up to around 0.5 per cent from a
previous upper limit of 0.25 per cent.
Bond prices dropped, the yen
strengthened and the benchmark
Nikkei fell 2.5 per cent.

The beneficiaries are Japanese banks
and insurers. The steeper upper limit
means higher interest income and
profits for banks such as Mitsubishi
'UF] Financial Group and Sumitomo
Mitsui Financial Group. These have
long suffered from negative rates.

The change bolsters insurers, who
are reliant on bond returns to fund
liabilities. They can count on higher
investment returns and improved cash
flow. As the gap between short- and
long-term government bond yields
widens, they can use long-term bonds
to match liabilities.

The BoJ’s goal is to boost the yen —
its weakness meant record trade
deficits this year. The value of imports
rose 45 per cent in the first half. This
lifted raw material prices for local
companies, weakening earnings.
Higher import costs caused GDP to
contract in the third quarter.

Yesterday’s move is justified. It may
mark the start of a gradual shift away
from the strict bond yield controls
emblematic of Japan’s status as the last
big economy sticking to ultra low rates.

But the move is too little too late. It
comes six years after the BoJ adopted
negative interest rates. It is the boldest.
step Kuroda has taken after enduring
after years of criticism, and only when
he has one foot out of the door. Even
after spiking, the yen remains at two-
decade lows to the dollar.

Moreover, the BoJ plans to increase
monthly purchases of government
bonds to Y9tn ($67bn) a month, up
from Y7.3tn before. That lengthens
odds on a sustained move away from

current ultra dovish policies. Low
interest rates — and yen weakness —
will persist. The yen remains
vulnerable to a sell-off as the yield
spread with countries such as the Us
continue to widen.

Rheinmetall:
the tracks of my tears
A moralistic take on war is that arms

manufacturers are the only winners.
Sometimes the outcome is lms clear.

. "
TSB/Sabadell: the Spanish, patient
Sabadell has sfarfed fo see decent profits from TSB six years affer the Spanish bank bought its UK peer.
Despite a disastrous IT project, TSB has recovered lost share in the local mortgage market. Sabadell's high
group exposure fo refail banking explains the strong performance of its shares this year

TSB purchase is finally paying off for Sabadell

Pre-provision operating profit (Emn)

TSB bouncing back in UK mortgage market
Monthly mortgage lending market share (%)

Share prices (rebased)
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Banco de Sabadell
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Banks.

shares in defence giant Rh 1

are up 80 per cent this year due to the
Ukraine War’s revival of conventional
conflict in Europe. But the stock has
fallen about 10 per cent in two days
after an explosive row with the German
government over Puma tanks.

This is the downside of having a few
large defence ministries as your clients.
Big contract wrangles often result.

Rheinmetall’s Puma tanks appear to
be a lot less reliable than the sports
shoes of the same name. Germany has
bought 350 of the armoured vehicles,
40 of which boast an upgraded design.
Almost 20 of these reportedly broke
down during a training session.

That is frustrating for a German
government keen to improve its
military capabilities. Two new Puma-
related contracts — for €1.5bn-€2bn —
hang in the balance. Germany accounts
for a third of Rheinmetalls sales.

It is not clear why the tank tracks fell
off the Puma project. A possible culprit
is a complex original design.
Maintenance issues could be another.

Big military contracts have a history
of time and cost overruns, with
mudslinging from both sides. The UK’s
Ajax armoured vehicle veered off
course. The Nimrod MRA4, a British
patrol aircraft, was £800mn over
budget and more than nine years late
when its project was cancelled.

In this context, the Puma debacle is
all in a normal day’s work for defence
contractors. Rheinmetall may emerge
with only a few nicks and scratches.

The Ukraine war is spawning new
orders. In December, contractors
gained €10bn of them in Europe, says
researcher Agency Partners. While big
government clients have heft, suppliers
hold alot of cards too. Rheinmetall is
strong on scarce ammunition, recently
winning a €500mn-plus order from
Berlin. Expect governments and

200 T 7 20m |
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Spain’s Banco de Sabadell may have
forgotten why it bought UK retail
bank TSB seven years ago. Big IT
hiccups locked depositors out of their
online accounts in 2018. The chief
executive was ousted. Yesterday, UK
regulator the Financial Conduct
Authority finally closed the book on
the affair with a 115-page report and a
fine of £48.7mn.

Resolving this problem has already
cost Sabadell about £330mn. When
two companies try to merge their IT
systems, it can cause disastrous
problems.

According to the FCA, TSB needed
eight months to return to “business
as usual” having paid out £32.7mn to
affected customers. And yet,
Sabadell’s perseverance — having.

suppliers to stay locked in an uneasy
truce as spending increases on
conventional battlefield weapons.

Brenntag/Univar:
bulking large

Bigger is better, right? Wrong, says
activist investor PrimeStone. It opposes
plans by the world’s largest chemical
distributor to buy number two Univar.
Germany’s Brenntag has not outlined
‘terms publicly. US-listed target Univar
is capitalised at more than $5bn.
Customers are often taken for
granted in big takeovers. Acquirers
expect “synergies” — cost savings and
marketing benefits. But that depends

————— 60
2022

Tefused at least one offer for TSB over
the years — may have paid off.

Investors have taken a shine to
Sabadell shares, up 59 per cent over
one year. That is partly due to its high
proportion of retail pre-tax profits,
about 70 per cent, well above average
for the European sector according to
Citigroup.

Retail banks tend to have high and
Ppositive earnings sensitivity to rising
interest rates. Sabadell has similar
exposure in the UK from TSB.

Pity it took so long. Sabadell was too
ambitious in its aims. A 2017 investor
presentation revealed that Sabadell
had planned to close 250 branches
while changing IT platforms.
Subsequently, TSB reversed from profit
to loss from 2018 until 2021, according

is sceptical that they would do so if
Brenntag combined with Univar.

It is easy to see why a deal appeals to
Brenntag management. Supply chain
turmoil during the pandemic boosted
profits. That effect is fading and shares
have been slowly deflating. A big
takeover could bring the chance to cut

80
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to Sabadell’s accounts. The FCA fine
comes when this former English
Patient is properly adding to
Sabadell’s coffers. Pre-provision
operating profits almost doubled year
onyear in the quarter through
September to £91mn.

TSB’s mortgage market share has
begun to recover since the summer.
‘Meanwhile, its own common equity
tier one capital ratio is high at more
than 16 per cent. This year, TSB
should provide the largest earnings
contribution to its Spanish parent in
six years.

The hapless TSB has quietly gone
from a public-relations nightmare to
a steady profit provider. Sabadell’s
international expansion is finally
paying off.

differs between bulk chemicals and
speciality chemicals. The latter tend to
be distributed via exclusive contracts.
The former are sold through more of a
free-for-all. It is here that customer
risk is concentrated.

The activist believes Brenntag should
split itself into a bulk chemicals group

costs and push up margins. and a speciality chemicals company.
But PrimeStone, which holds 2 per Pure play groups of the latter type
cent of Brenntag, thinks that logic is demand much higher ratings. IMCD
flawed. It believes a deal would trigger and Azelis trade on 22 times forward
an exodus of clients spooked by the eammgsagamstl!renmagséimnes
risk to supply chains of swapping two spinning off
suppliers for one. Some might defect to nhemlm]s would add about a third to

independent distributors. The activist
says that happened after Univar
bought rival Nexeo, erasing $220mn of
organic ebitda in the years following.
PrimeStone bases its views in part on

on taying put. Pr

the way chemicals are distributed. This

the group value of €8.8bn. Over two-
fifths of Brenntag profits originate from
this division. Growth could flow from
smaller bolt-on acquisitions. Size does
matter — but can be achieved without
an expensive and risky takeover.

Musk/Twitter:
Vibe check

The meme stock phenomenon has not
ended. It has merely migrated. Zombie
companies such as GameStop inspired
retail investors to rally on social media
then drive up share prices.

Elon Musk can apparently create a
similar vibe at Twitter. The app is now
privately held by the billionaire
entrepreneur and institutional
investors. Its value has plummeted
from the $44bn purchase price, stung
by the advertising downturn and
Musk’s erratic leadership.

Few CEOs could run an investment
into the ground this quickly. Musk has,
for example, broached a bankruptcy
multiple times. Yet the Musk circus has
an approvingas well as a disapproving
audience, Perhaps that alone can
temporarily upend the laws of finance.

As if hoping to prove this, Musk has
been marketing more equity. Even
more remarkably, this has generated a
modicum of interest.

Musk and co-investors committed
$33bn of equity to fund the original
deal. That was one reason banks lent
$13bn. The “equity cushion” was
designed to absorb value degradation
before debt. The latter is now stuck on
the balance sheet of Morgan Stanley
and others, on offer for 60 cents on the
dollar. So the equity cushion that
would-be equity investors envisage
adding to has already been incinerated.

Normally, new investors could buy
Twitter debt at a discount and take
over the company. That would leave
little reason to buy common equity, let
alone at the buyout price.

But perhaps buying equity really just
represents the chance to attend an
annual meeting with Musk, geta
verified account and gain other psychic
benefits from being in his club.

Musk, if he wanted to, could simply
hand the keys of Twitter to his
creditors. Tesla shareholders would
prefer to have his attention again.
Instead, he is selling billions of Tesla’s
stock seemingly to support Twitter.

It seems Musk is also willing to burn
cash irrationally to remain in the clique
of which he is the leading member.
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1 Vigilante, say, turned off news about
noisy dispute (8.4)

9 Capifal cuts inaccurately give us a
projection (6,5)

10 Quite like battery acid, this soup? (3)
N/12 Cyrano found fame this costly!
34

13 What you should do if you don't know
about opening keg (4)

14 What present onset of Christmastide
will become with a litfle fime? (6,4)

16 Tipsy cakes go for a song (4,2,4)

18 Fairly rebutted these facts (4)

21/22  The risks people fake involving
the press (77)

23 Starts being 18 with this logical
circuit? (3)

24 As correspondents are doing
business — remotely placed? (7.4)

25 Simple means fo fravel south via
busy North Parade (5,3,4)

DOWN
2 Being inferior, 20 succeeded In 245

@5)

3 Nofice that repairs are on the way
@2

4 Excluding considerable influences
wouldn't make you this mean (8,7)

5 Ineeded fo read if in this original
form (4.7

& In character, unveiled egg dish (8)
7 Receiving one doddery old PM with a
certificate (7)

8 The final stage in hand (4,8)

9 Who might resort to violence when
smuggling gold? (4,8)

15 Chopin, Paderewski et al rating
director (4,4)

17 On air, where did we witness the
World Cup build-up coming fo a head?
@

19 Where Phoenix s risen? Old stories
about it (7

20 Enough time to embrace love in
court? (6)
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