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Domestic terror

German police thwart extremist plot to seize power

Some 3,000 officers arrest
25 members of ‘rightwing’
group planning takeover

GUY CHAZAN — BERLIN

German police have uncovered an

alleged rightwing plot to storm the Bun-

destag and overthrow the government,

ina case that highlights the threat posed

towestern states by far-right ex i
boct d Jical i

Peter Frank, the country’s attorney-
general, said the 25 were accused of
“being members of, or supporting, a
domestic terror organisation”.

He said the aim of the group, which
was founded in November last year, was
to “remove the existing state order in
Germany, the liberal democratic order,
usingviolence and military means”.

Steffen Hebestreit, for chancellor Olaf
Scholz, said yesterday’s arrests and
searches had highlighted how “right-

tur by the-
ories suchas QAnon.

Officers arrested 25 in raids across
Germany, Austria and Italy. About 130
premises were searched and 3,000 offic-
ers deployed in what was described as
the largest police operation against sus-
pected extremists Germans have seen.

wing is the biggest threat to
our democracy”. He added that those
arrested “wantto finish with everything
that unites us in Germany; rule of law,
freedom, equality and the protection of
minorities”, adding: “Our state will not
putupwith that.”

The raids show how deeply rightwing

extremist sentiment has infiltrated the
security services. One of the arrested
‘wasinthe KSK, the special forces unit of
the Germanarmy, the Bundeswehr.
They have also focused attention on

toconspiracy myths consisting of differ-
ent narratives of the Reichsbiirger and
QAncnideologies,” said Frank.

QAnon followers in the US claim the
country is run by a “deep state” cabal of

ed akind of shadow government calleda
“council” and nominated people to take
over certain ministries after their coup.
Investigators said the putative post-
coup justice ministry was to be run by a

the shadowy world of the {irger,
Germans who refuse to recognise the
postwar German government. Accord-
ing to German domestic intelligence,
the movement numbered 21,000 in
2021 from 20,000 in 2020. About 2,100
areseen asliable to resort to viclence.
Investigators say the ringleader was
Heinrich XIII Prinz Reuss, 71, the scion
of a noble family from the east German
state of Thuringia who has become a
prominent figure in the Reichsbiirger
scene. The plotters had planned to
install him asGermany’s head of state.
“The arrested men and women cling

‘The arrested cling to
conspiracy myths of
narratives of the QAnon and
Reichsbiirger ideologies’

senior Democrats whom, they allege,
worship Satan and engage in paedophi-
lia and cannibalism. QAnon adherents
‘were among the mob that stormed the
'US Capitol on January 6 2021. Tt also has
followersin western Furope.

Franksaid th had creat-

former d MP for the far-right
Alternative for Germany party, who
worksas a judge. The ex-MP, Birgit Mal-
sack-Winkemann, was one of those
arrested yesterday.

They had also, Frank said, formed a
military arm that planned to“buildup a
new German army consisting of yet to
e formed "homeland security units’”.

“some members of this military arm
‘were active in the Bundeswehr, accord-
ing to our findings,” Frank said, adding
that some of them had been “consider-

hadplanned to form atransitional mili-
tary government that would negotiate a
new state system with the victorious
Allied powers of the second world war.

Heinrich XIII Prinz Reuss had con-
tacted representatives of Russia in Ger-
many, investigators alleged. There was
no evidence the Russians had reacted
positively to hisrequest, they said.

One man suspected of involvement, a
64-year-old former special forces
officer in the army, was arrested at a
hotel in the Italian town of Perugia, Ital-
ian police confirmed, saying officers had
seized “various materials linked to the
subversive activity of the terrorist org-
anisation”, and moves to extradite the
suspect to Germany were underway.

y entering

ing 5
Thep ’s office said the group

I reporting by Amy Kazmin
Tony Barber see Opinion

Fed inflation fight

Leading economists believe

recession will occur next year

following series of rate rises

COLBY SMITH — WASHINGTON
CAITLIN GILBERT — NEW YORK

The Federal Reserve’s efforts to stamp
out high inflation will push the US
unemploymentrate uptoatleast5.5 per
cent as the world’s largest economy tips
into arecession next year, accordingtoa
majority of leading academic econo-
mists polled by the Financial Times.

The latest survey, conducted by the
Initiative on Global Markets at the Uni-
versity of Chicago Booth School of Busi-
ness in partnership with the FT, sug-
gests waning optimism that the central
bank can tame price pressures without
causing material joblosses.

Despite Fed chair Jay Powell’s and
other top officials’ insistence that a “soft
or softish landing” is possible given the
historically tight labour market, the
bulk of the economists polled see a
period of pain on the horizon, even if the
central bank slows the rate of its interest
rate increases and takes stock of how
much more it needs to squeeze the US
economy.

of the 45 economists surveyed
between December 2 and December 5,
85 per cent project that the National
Bureau of Economic Research — the
arbiter of when recessions begin and
end — willdeclare onenext year.

While most of the economists expect
the coming contraction to be shortlived
— with gross domestic product growth
still registering a 1 per cent gain by
the end of next year — more than half
are braced for the unemployment rate
to rise substantially from its current
3.7 per cent level to between 5.5 per cent
and 6.5 per cent.

“A soft landing is extremely difficult
andit almost neverhappens,” said Gior-
gio Primiceri, a professor at Northwest-
ern University who participated in the

survey.

“I don’t think the Fed is going to need
to push on the brakes with an extreme
amount of pressure. Theyneed todoita
little bit more and they can stop at some
point, but it’s probably going to be too
late toavoid a recession.”

The survey results come as the Fed is
poised to step down to a half-peint

US. Monetary policy
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On the line: increase next week following four
aFord consecutive 0.75 percentage point rate
truckmaking rises, in a move that would lift the fed-
plantin eral funds rate to a new target range of
Michigan. 4.25 per centto 4.50 per cent.
Economists According to the poll, more than
believe the 60 per cent of participating economists
unemployment expect the Fed to raise its benchmark
rate will policy rate to at least 5 per cent as it
increase from seeks to get inflation back down to its
its current 3.7% 2percent target.

toup to 6.5% For nearly 20 per cent of the respond-
S ents, the fed funds rate will eventually

peak between 5.5 per cent and 6 per
cent, while an additional 5 per cent of
those polled believe it will exceed 6 per
cent. That is up from just 20 per cent of
respondents in September who thought
the peak rate would surpass 5 per cent.

An overwhelming majority see the
central bank wrapping up its rate rises
in or before the second quarter of next
year and for the bulk of the economic
effectstobe felt in thelatter halfof2023
orearly2024.

Meanwhile, the US housing market,

which has already started to buckle
under the weight of skyrocketing mort-
gage rates, is forecast to decline further
as economic activity grinds to a halt.
Most economists surveyed expect that
the Case-shiller national home price
index will decline 1 per cent next year,
but the range of possible outcomes is
wide.

More than 60 per cent of economists
‘who predicted a decrease in the price
index estimated that the drop could
exceed 10 per cent by the end of 2023,

Contrary to current investor expecta-
tions, 60 per cent of respondents expect.
the Fed to hold its nerve next year and
not begin cutting interest rates at least
until the first quarter of 2024, as top
officialshave signalled.

“The message the Fed has sent is
clear: the restrictive policy will stay in
place until inflation comes down,” said
Ana Maria Herrera at the University of
Kentucky, describing the probability
the Fed reverses course by the end of

‘Asoft
landing is
extremely
difficult and
italmost
never
happens’

next yearas “rather low”.

At that point, “core” inflation — as
measured by the personal consumption
expenditures price index — is still
expected to be elevated at 3.5 per cent.
By December 2024, nearly half of the
economists expect this inflation metric
to have drifted below 3 per cent,
although nearly a quarter say it is
“somewhat” or “very” likely to be above
thatlevel at that point.

Brad DeLong, a survey participant at
the University of California, Berkeley,
said he was far more confident today
that price pressures were not becoming
entrenched in the economy, not least
‘because expectations of future inflation
still remained under control. The bigger
concern, he said, was the Fed overreact-
ing at this stage and causing unneces-
sary economicdamage.

“The major risk is on the downside —
that the Federal Reserve overdoes itand
we wind up back in secular stagnation,
with interest rates back at zero and no
one able to get the economy moving
again”

Election run-off

Biden boosted
by Democrats’
Senate victory
in Georgia

LAUREN FEDOR — WASHINGTON

Raphael Warnock, the Democratic sen-
ator from Georgia, defeated Republi-
can challenger Herschel walker, hand-
ing President Joe Biden’s party a big
political victory in a crucial US Senate
run-off that expanded its majority in
the upper chamber of Congress.

Three-and-a-half hours after the polls
closed on Tuesday, the Associated Press
called the race for Warnock, the senior
pastor of Atlanta’s Ebenezer Baptist
Church first elected tothe Senate in Jan-
uary 2021. With 94 per cent of votes
counted, Warnock led Walker, a politi-
cal novice and former American foot-
ball star; by a1 percentage point margin.

shortly before the race was called,
Biden expressed confidence in the
result, telling reporters at Joint Base
Andrews: “We’re going to win. We're
going to win Georgia.”

Georgia is just one of two states that
requires a second round of voting if no
candidate clinches more than 50 per
cent of the vote. Neither Warnock nor
‘Walker hit the 50 per cent threshold in
lastmonth’s USmidterm elections.

Democrats held on to the Senate
majority in the midterms after picking
up a seatin Pennsylvania. Butthe result
in Georgia on Tuesday night allowed the
partyto expand its control of the upper
chamber of Congress. The Senate is split
50-50 between Democrats and Republi-
cans, with Kamala Harris, vice-presi-
dent, able to cast the tiebreaking vote.
FromJanuary, when the new Congressis
sworn in, Democrats will control the
100-member chamber 51-49.

The result is likely to cast further
doubt on the political clout of former
president Donald Trump, who urged
walker to seek office. Several leading
Republicans, including Senate minority
leader Mitch McConnell, raised con-
cerns about Walker’s candidacy, which
was plagued by controversy, including
allegations of domestic violence from
former partners and reports he paid two
former girlfriends to abort pregnancies.
Walker, who campaigned on a strict
abortion ban, rejected the claims.
Edward Luce see Opinion
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Manhattan verdict

Trump business empire suffers legal blow in tax fraud case

JOE MILLER — NEW YORK

Hours before Donald Trump took to
the stage at his Mar-a-Lago home to
announce a third run for the White
House last month, a jury in Manhattan
struggled to stayalert examininga dec-
ade-old expenses spreadsheet fromthe
formerpresident’s businesses.

On Tuesday, those documents helped
land the first significant legal blow on
the Trump empire, with a criminal con-
‘viction on 17 counts of tax fraud against
two corporate entities that bear the
native New Yorker’s name.

The relatively minor white-collar
crimes of which Trump’s companies

e

step” in holding the “organisation that is
[Donald Trump’s] alter ego” accounta-
ble, said Cyrus Vance, who led the DA's
office at the time, adding it could pave
theway for further convictions.

The decision is the first in a flurry of
cases and investigations that has beset
Trump since he left office. The New
York attorney-general has brought a
related civil case attempting to bar
Trump entities from doing business in
the state altogether, and numerous
authorities are investigating his conduct
duringand after his presidency.

“Atacertain pointyou haveto gowith
what you've got,” said Vance, whose ini-
tial probe was into hush money pay-

utive perks such as luxury cars and con-
dominiums “off the books”, werenot the
ones that prosecutors had originally
hoped to pin onthe presidentwhenthe

dly made by Trump to porn

star Stormy Daniels in the run-up to the
2016 election.

“We were under some time con-

straints which are beyond our control,”

destroy his chances of re-election.
He previously insinuated that the
Manhattan investigation should not
have taken priority over the murders
and violent robberies that often preoc-
cupy thedistrictattorney’s office.
“From a public relations perspective,
it does leave room for this particular
in . . . coming from Trumpthat thisis
job, that this kind of crime usually
goes undetected because itis so small,”
said Rebecca Roiphe, a former Manhat-
tan assistant district attorney, now a
professor at New York Law School.
Even so, the four-week trial provided

an unflattering glimpse into the inner
workings of the real estate empire that
helped Trump amass wealth, fame and
political dlout.

Witnesses described a company run
by a few close advisers who communi-
cated via long lunches or handwritten
notes, and who for decades neglected to
put in place the formal structures that
are common for companies of thatsize.

Allen Weisselberg, the Trump Organ-
ization’s former chief financial officer
who pleaded guilty to tax fraud and was
a key witness in the case against his
employers, revealed how the Trump
businesses went through a “clean-up
process” soon after their boss was
elected to the White House.

Executives decided to “make sure we
correct everything”, hesaid.

Weisselberg, 75, also testified he was
present for an informal conversation

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 12%2F08&ts=20221207200725&uq=20221117085301
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Ukraine drone strikes send message
to Russians that ‘nowhere is safe’

Attacks far across border are part of effort to disrupt foe’s military planning and affect public opinion

JOHN PAUL RATHBONE — LONDON
ROMAN OLEARCHYK — KYIV

Kyiv has for months urged its western
allies to supply long-range missilesso it
can hit Russian military bases far
behind the front lines and puncture
what Ukrainian military chief General
Valeriy Zaluzhnyi has called the “sense
of impunity that [Russia’s] physical
remoteness provides™.

This week, Kyiv showed it could con-
ductlong-range strikes without western
equipment after it launched locally
made drones that hit three military
bases deep inside Russia, one only
160km from Moscow.

Ukrainian defence officials and ana-
lysts said the attacks, which Russia said
killed three people and “slightly dam-
aged” two aircraft, were part of a new
tacticthatseeks to disrupt Russian mili-
tary planning and rattle public opinion
by showing that nowhere is safe.

“The attacks are repeatable. We have
no limitation on distance and soon we
will be able to reach all targets inside
Russia, including in Siberia,” said a
Ukrainian government defence adviser.
“In Ukraine, we know how hard it is to
defend against these kinds of airattacks.
Soon Russia will also have no safe
zones.”

Ukraine’s government has not pub-
licly taken responsibility for the strikes
and many of the details remain secret,
as is typical with Kyiv’s other special
operations, such as a combined air and
marine drone attack on a Russian naval
baseat Sevastopol in October.

But what sets Ukraine’s latest attacks
apart is their range and that they pene-
trated Russian air defenc.esm hltsIIale-
gicmilitary bases p
invulnerable.

One of the bases, the Engels airfield
near Saratovin southern Russia about
600km from the Ukraine border, is
home to Russian long-range nuclear-
capable bombers. According to Ukrain-
ian officials, it is also alaunching ground
for cruise missile attacks on Ukrainian
infrastructure.

“These air bases handle strategic
bombers . . . which Russia has used to
not only strike Ukrainian civilian tar-
gets but also to threaten the entire
world,” said Serhiy Kuzan, head of the
Ukrainian Security and Co-operation
Centre think-tank in Kyiv. “But
Ukraine’s strikes have destroyed the
image of the Russian Federa-

tion . .. Even such sites are weakly
protected.”
Defence danal idone

lasting result of the attacks could be
Russia dispersing its armed forces
inside the country, which would help
safeguard them but complicate opera-
tions. In September, Russia’s Black Sea
fleetmoved someof its submarines over
300km east from their home port in
Russian-annexed Crimea to Novorossi-
ysk on mainland Russia amid fears they
were vulnerable to Ukrainian strikes.
“These attacks...will certainly

Under fire:
Russian media
footage shows
the aftermath
of a suspected
drone attack on
an airfield in the
region of Kursk

on Tuesday
OstorazhoNovostReuters

make the Russians less confident . . .
They will have to think about how they
distribute military assets and keep
them safe,” said a western defence offi-
cial. “The Russians will be doubting
their ability to defend their strategic
assetsin [the country].”

Ukraine also hopes the attacks, if
repeated on a sufficient scale, will help
swing Russian public opinion against
the conflict.

Moscow has launched thousands of
missile and drone attacks on Ukrainian
civilian infrastructure thathave leftvast
stretches of the country without elec-
tricity, heat and running water. How-
ever, all previous Ukrainian attacks
inside Russia or in Russian occupied ter-
ritory were on military bases near the
borderorin Crimea.

“The drone attacks are not going to
win the war for Ukraine. The bestway to
do that is to destroy Russian military
assets inside Ukraine. But it does help
our influencing operations inside Rus-
sia, which the west has not wanted to
support,” the Ukrainian advisersaid.

The strikes have heightened anxiety
in Russian border regions, which have
faced artillery fire and drone attacks
from Ukraine since the early months of

the war. Their regularity and intensity
made Russia’sinitial attempts toexplain
them away as “loud bangs” futile and
prompted a switch to rhetoric urging
citizens to do their part for the war.

In Belgorod, a region bordering
Ukraine, officials have promoted an “T
love anti-aircraft defences” campaign
on social media, dug trenches along the
frontier and created “self-defence bat-
talions” oflocal civilians.

‘While Kyiv’s tactics are clear, techni-
cal details of this week’s attacks remain
murky. Kuzan suggested the drones
may have been made by state arms
producer Ukroboronprom, which
recently said it was testing an attack
drone with a 1,000km range. “This
shows that Ukraine, even under such
difficult conditions, is capable of devel-
oping sophisticated systems,” he said.

However, Russia’s defence ministry
said the drones were updated versions
of Soviet-era unmanned TU-141 recon-
naissanceaircraft from the1970s.

Based on those specifications, a
Ukrainian engineer who builds drones
to military requirements said those
used in the latest attacks could have
travelled at close to the speed of sound.
Replacing the TU-141’ original camera

L
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“The
Russians
will be
doubting
their ability
to defend
their
strategic
assets’

would also have allowed “over 50kg of
explosive, maybe as much as 100kg.
Essentially it would be a cheap cruise
missile,” he said.

However, it takes time to produce
such equipment from scratch and
replenish stocks, said the engineer.

“Ifitisthesamekind of drones usedin
the Sevastopol [naval base] attacks,
that was over a month ago. To change
the course of the war, Ukraine needs

kdronesthat.
andqu.lcktu produce.”

The defence adviser, meanwhile, said
the drones were neither the Ukrobo-
ronprom models nor modified Soviet

Western alliance

Nato chief
plays down
prospects
for talks to
end war

HENRY FOY — BRUSSELS

The conditions for a peaceful settle-
ment to the war in Ukraine are “not
there now”, Nato chief Jens Stoltenberg
has said, as he urged alliance members
to keep up the supply of weapons as
Russia prepared a spring offensive.

Russia had “shown no sign of engaging
in negotiations which are respecting the
sovereignty and the territorial integrity
of Ukraine”, the Nato secretary-general
said in an interview at the FT’s Global
l!oardmomeventyeslerday
Al 1

tion aboutdlplomauc talks on the more
than nine-month war, and comments
by senior western officials referencing
possible negotiations.

“It is for Ukrainians to decide when
the time is right to start to negotiate and
to agree the conditions,” he said. “Most
wars and most likely also this war will
end atthe negotiating table.”

Joe Biden, US president, said last week
he was willing to discuss the conflict
with Vladimir Putin, a few weeks after
General Mark Milley, who chairs the US
joint chiefs of staff, said the winter could
provide an opening for talks.

Olaf Scholz, German chancellor,
urged the Russian leader ina phone call
last week “tocome as quickly as possible
to a diplomatic solution including the
withdrawal of Russian troops™.

Talk of a possible settlement with
Moscow, especially one led by western
powers, has alarmed Kyiv and its more
hawkish eastern European allies.

But western officials say privately
that neither side appears willing to open
talks now and that Ukraine has shown it
hasthe momentum on the battlefield.

stoltenberg said Moscow was seeking
a “break” in the fighting to prepare fora
renewed assault early next year.

“Russia is actually attempting to try
to have some kind of freeze of this

r. .. sothey can regroup, repair and
recover,and try tolaunch a bigger offen-
sivenext spring,” he said.

Urgingallies to keep sending weapons
to Kyiv, he said: “I cannot go into the
specific systems that we are now consid-
ering. The paradox is that the more we
want a peaceful, negotiated solution,
ensuring that Ukraine prevails, the
more urgent it is that we provide mili-
tary support to Ukraine.”

ones but a state-pri initiative
thatcould produce new ones “often™

He also suggested they had used iner-
tial navigation systems to find their tar-
gets. Although less accurate than GPS,
these do not need satellite connections.
so cannot be jammed, making them
harder to intercept and explains how
they penetrated Russian airdefences.

“Thetechnology is accurate enough to
send men in rockets to the moon, and
that is far harder than hitting a massive
Russian air base 1,000km away.”
Additional reporting by Max Seddon in
Riga

1 Macron, French presi-
dent, raised concerns in eastern Europe
last week when he said the west needed
to prepare “security architecture” and
provide “guarantees to Russia the day it
returns to the negotiating table”.

Russia’s actions would have “long-
term consequences”, said Stoltenberg.
“We need to realise that when this war
ends, it doesn’t mean we can go back to
some kind of good or normal relation-
ship with Russia,” he said. Nato must
“be prepared for a difficult relationship
with Russia for a long time . . . we
toinvestin our defence”.

Moscow tries and fails to conceal tanker locations

Vessel's spoofing attempts

show Russia knows how to use

sanction-busting techniques

CHRIS COOK AND DAVID SHEPPARD
LONDON
POLINA IVANOVA — BERLIN
A Russian oil tanker has sought to
disguise its whereabouts by using sanc-
tion-busting techniques, adding to
growing evidence that Moscow-linked
operators have acquired the means to
blunt western oil export restrictions
imposed in retaliation for President
Vladimir Putin's invasion of Ukraine.

The findings by non-governmental
organisation Global Fishing Watch,
which were independently verified by
the Financial Times, come as shipping
brokers have warned that Russia has
amassed a “shadow fleet” of more than
100 tankers to carry crude and circum-
ventan EU ban on seaborne oil imports
anda G7-led initiative to impose a price
cap on Russian crude shipped else-
where. The punitive measures took
effect on Monday.

“We have seen Russian tankers carry-
ing outwhatlookslike practiceruns [for

Oll restrictions. Shipments

Schemilkin, a 138m refined-fuel tanker,
made two trips using concealing tech-
niques pioneered by Venezuela and
Iran. Both countries are barred from
exportingtheiroil.

The ship’s first stop was at an offshore
mooring near Malta between May and
July before visiting the Teknecik power
plant in northern Cyprus a month later,
according to the findings. In both cases,
the tanker broadcast false positions via
its Automatic Identification System
(AIS) transponder, a safety device
which continuously broadcasts a ship’s
position, showingit was sailingincircles
in Greek waters.

The EU has banned imports of sea-

‘will be followed by a ban on importing
refined products in February.

The US has also led the G7 group of
nations, the EU and Australia in an
attempt to impose a price cap on Rus-
sian oil shipments of $60 a barrel. Any
tanker carrying Russian oil above this
price will lose access to western insur-
ance and other maritime services,
‘which are the bedrock ofthe global ship-
ping industry.

organisation, said: “We see a whole
range of false tracks and, in general,
they are getting more realistic.”

GFW’s work on spoofing techniques
was funded by the Defense Innovation
Unit within the US defence department
as part of a programme to understand
‘weaknesses in satellite navigation and
monitoring systems. GFW used Euro-
pean Space Agency radar satellite
imagery to show that the Kapitan

The Kapitan Schemilkin’s spoofing
‘was subtle compared with that of other
crews who would, for instance, send
a signal of sailing in perfect geometric
shapes. Bjorn Bergman, a data analyst
for GFW and skyTruth, another

borne Russian crude, a measure that  environmental non-governmental
The suspicious journeys UKRAINE
of the Kapitan Schemilkin i
7 > ROMANIA RUSSIA
Black Sea
BULGARIA
ITALY .
False AIS broadcast
May 28-Jul 12 GREECE TURKEY
First journey,
Second journey
MAITA 1 ikeaby raal

hemilkin was notin the plaoesllwas
claimingto be. A vessel of th

Public anxiety

Putin rules out second draft
and signals lengthy conflict

MAX SEDDON — RIGA

Russian president Vladimir Putin has
said he does not see the need for a sec-
ond wave of the draft to bolster his
forces in Ukraine even as he warned
that Russia’s nine-month invasion
could become a“lengthy process”.
Speaking via video link at an annual
meeting with his human rights council
Putin, to reassure

thatwas not broadcasting a positionwas
sighted ata Maltese mooringand then in
northern Cyprus on photos taken by
imaging company Planet Labs.

GFW also worked out that when the
ship was claiming to be sailing off
Greece, its signals were at times being
picked up by telecommunications satel-
lites over the wrong part of the Mediter-
ranean. At various points in the jour-
neys, the Kapitan Schemilkin also noti-
fied othervessels via AIS that it was sail-
ingtoMalta and to northern Cyprus.

h trans, the Rostov-based

Rusmns the war in Ukraine was going
favourably for Moscow despite disas-
trous setbacks that have sapped public
support.

Although the Kremlin brooks almost
no dissent over its “special military
operation”, the comments indicated the
president’s desire to calm public anxie-
ties as his Ukraine campaign sputters.

Over the past two months, Russia’s
army has been driven back from swaths
of territory Putin attempted to formally
annex weeks earlier, outnumbered and
d by 2 Ulcrmman counter-of-

owner of the Kapitan Schemilkin, did

d western

not respond to requests for comment.
Rechmortrans shares a director with a
company on which the US imposed

weaponry.
Putin’s decision, announced on Sep-
tember 21, to mobilise 300,000 of Rus-

The Kremlin has sought to portray
Putin as attentive to public concerns
over the war, after widespread reports
of the dire conditions in the army and at
the front where mobilised men were
forced to buy basic equipment such as
boots and sleeping bags.

Putin said the equipment issues “have
already been solved” and insisted the
mobilised cohort was sufficient for the
army’s needs, even though the Kremlin
had previously refused to confirm or
deny widespread rumours of a second
draft earlynext year.

“In these conditions conversations
about any additional mobilisation
measures just don't make any sense.
There’s no need for them, for the state or
the defence ministry whatsoever at the
present time,” Putin said.

The human rights council had previ-
ously been a rare Russian forum for
public criticism of Putin that included
several independent activists. But
ahead of yesterday’s meeting, the Krem-
lin stacked it with loyalists and state
media correspondents.

Some of the human rights council’s
own previous members have left Russia
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EU takes China to WTO over Vilnius dispute

Beijing accused of placing
trade embargo onimports
because of Taiwan stance

ANDY BOUNDS — BRUSSELS

TheEUhas escalated two trade disputes
with China by asking the World Trade
Organization to convene panels to rule
on them, in the first cases the bloc has
brought against Beijing for at least three
years, officials in Brussels said.

The first dispute concerns an alleged
trade embargo on imports from Lithua-
nia, sparked by a dispute over Vilnius’s
relations with Taiwan. The second is
about the protection of EU holders of
high-technology patents.

The move comes at a time of increas-

ing tension between China and the EU,
which is under pressure from the US to
take a tougher line in trading relations

with Beijing.
“In both cases, the Chmese measures
are highly d busi-

per cent. Since December 2021, China
has applieddiscriminatory and coercive
measures against exports from Lithua-
nia and against exports of EU products
containing Lithuanian content, the

nesses. The removal of these measures
is in both the economic and strategic
interest of the EU,” the European Com-
mission said.

“China’s discriminatory measures
against Lithuania affect intra-EU trade
and intra-EU supply chains and they
impact the functioning of the EUinter-
nal market, including by forced market
adjustments,” itadded.

The commission said the measures
had reduced Lithuanian exports to
China, which were worth €220mn a
year before they were imposed, by 80

‘China’s discriminatory
measures against
Lithuania affect intra-EU
trade and supply chains’

commission added. The dispute began
after Vilnius permitted a Taiwan repre-
sentative office to open. Beijing consid-
ers Taiwan partof its territory and acts
against those who recognise its exist-
ence formally.

The commission said Chinese cus-

toms authorities had rejected Lithua-

cheaper access m European technol-

nian imports and formalised !
import bans on its alcohol, beef, dalr‘y,
logs and peat shipped from Lithuania.
“When asked for further explanations,
China failed to prove that these bans
werejustified,” it said.

An EU official said the Chinese
restrictions had a “chilling effect”,
deterring businesses from using Lithua-
nian products in theirsupply chain.

The patent case involves judgments
known as “anti-suit injunctions” by
China’s Supreme Court, which prevent
companies protecting their patents by
securing licensing deals in foreign
courts, even within the EU.

“Chinese manufacturers requested
these anti-suit injunctions to pressure
patent right holders to grant them

ogy,’the said

Businesses including Sweden’s Erics-
son, Finland’s Nokia and Japan’s Sharp
have lost billions of euros in revenues,
thecommission has previously said.

violation of anti-suit injunctions
leads to fines of up to €130,000 a day; it
added.

The WTO Dispute Settlement Body
could establish the panel in December
or January. Panel proceedings can last
up to one and a half years, after which
either party could appeal.

China’s foreign ministry said: “China
has been following WTO rules. China’s
so-called coercion of Lithuania is
groundlessand distorts facts.”
Additional reporting by Maigi Ding in
Beijing

Argentina urges Brussels
to rethink trade accord

MICHAEL STOTT
LATIN AMERICA EDITOR

Argentina’s President Alberto Ferndn-
dez has called for the EU to renegotiate a
trade deal with South America, saying
the agreement is unbalanced and a
threat to the car industry in Brazil and
Argentina.

“We have to sit down and look at how
we can reach an agreement on a more
realistic basis,” Fernindez told the
Financial Times’ Global Boardroom
conference.

Asked how long that might take, he
said: “As long as the parties want. It's
like tango; you need both people to want.
to dance tango, otherwise, it's difficult.”

The trade deal between the EU and
the Mercosur bloc, Argentina, Brazil,
Paraguay and Uruguay, was agreed in
principle in 2019 after nearly two dec-
ades of haggling. But its conclusion has
been held up amid European objections

‘For Brazil and Argentina
[as] car producers, [the
deal] makes things hard for
us if EU competition comes’

to Brazil's poor record on prmervmg I.he
Amazon rai
of far-right president]air Bolsonaro.

The election in October of Luiz Inacio
Lula da silva, who has vowed to pre-
serve the Amazon, as Bolsonaro’s suc-
cessor sparked hopes that the deal
might win final approval. Xiana Men-
déz, Spain’s trade minister, said last
month she believed he would back the
pact. “We don’t support reopening neg-
otiations,” shesaid.

But Fernandez told the conference the
environment “is not the reason that we
don’t have the agreement, that’s an

excuse”. “The real reasonis that for Bra-

agreement with the EU,” Ferndndez
explained. “You have to bear in mind
what this agreement ... has prob-
lems . . . todo with marketimbalances.”
While arguments continue over the
trade pact, Argentina is striking deals
with China, its second-biggest trading
partner after Brazil. Beijing agreed last
month to expand a swap facility with
the Argentine central bank to $25bn,
helpingtoboost its low foreign reserves.
China has also built a space cbserva-
tion station in the Patagonian province
of Neuquén which the Center for Strate-
gicand International Studies think-tank
in Washington says operates with little
Argentine oversight and could be used
formilitary intelligence gathering.
Fernindez said Argentina need not
choose between the US and China, say-
ing he had no desire to recreate the cold
war era. “Argentina has to do what suits
Argentina best,” he said. “The US is very
concerned about what China might do
in Latin America but China can do. ..
exactlythe same in Latin America asthe
UScan, it can come and invest.”
Argentina is building a naval base at
Ushuaia in southern Patagonia to sup-
port vessels patrolling the south Atlan-
tic and Antarctic, but Ferniandez re-
jected as “fantasy” reports that China
was involved. “Nothing like this exists,”
he said. “In Argentina you can’t have
Chinese or American or Frenchmilitary
bases . . . aswe are asovereign nation.”
Argentina faces daunting economic
challenges, with inflation nearing 100
percenta year, accessto global financial
markets largely cut off after a 2020
default and exchange controls which
have pushed the black market dollar to
nearly twice the official level.
Fernindez said the economy was
“strange”, as despite high inflation and
“unpayable” levels of debt, the country
also had record levels of foreign invest-
ment and exports in the first half of the

ziland [as] carp the
only car producers in South America,
that agreement is a problem, as it makes
things difficult for us if Furopean com-
petition comes to South America.”
South American nations also faced “a
load of obstacles™ in selling agricultural
exports to Europe, with countries such
as France, Ireland and Poland opposed
to ending farm subsidies and allowing
competition from Argentina, he added.
“Neither Lula nor I are against the

year, ploy was low and con-
sumption was growing.

“There are also all these data which
indicate sustained growth and enor-
mous potential,” he pointed out.

The solution to the nation’s economic
woes, he said, was to add value to its
commodities. Argentina holds presi-
dential and congressional elections next
October and polls show Fernandez ]
Peronist party trailing the opp:

Buenos Aires
Vice-president
sentenced

to six years

Supporters of Cristina Fernandez
de Kirchner and Néstor Kirchner,
both former presidents, protest
outside the National Congress
building after her guilty verdict

Additionalreporting by Andy Bounds

Cristina Fernindez de Kirchner,
Argentina’s vice-president and a
towering figure of Latin America’s
political left, has been convicted of
corruption in a case that has split
opinion, with her supporters vowing
to paralyse the country in protest.

A three-judge panel’s guilty verdict
15 likely to embolden Ferndndez de
Kirchner’s base ahead of October’s
presidential race, as the ruling
Peronists contend with runaway
inflation and a battered economy.

The Buenos Aires court handed the
former president a six-year prison
sentence and a lifetime ban from
public office on fraud charges. She
‘was among dozens accused of leading
a criminal scheme to fraudulently
divert roughly $1bn in government
funds through public works contracts
during her 2007-2015 presidency.

As both vice-president and head of
the Senate, the 69-year-old has legal
protections and is unlikely to face jail
time. Under Argentine law, her right
to serve and run for public office
remains until all avenues of appeal
have been exhausted. Further
proceedings could drag on for years,

A lib)

according to legal experts. But the
federal court ruling will reverberate
through Argentina’s political
landscape as the leftwing government
prepares to fend off the conservative
opposition in next year’s elections.

“It is clear that the idea was to
convict me,” Fernéndez de Kirchner
said in a defiant televised address
after the guilty verdict, later
describing the judiciary as a “mafia”.

Fernindez de Kirchner has claimed
she is a victim of political persecution
by a “media judicial firing squad™.

Before the verdict, her supporters
blocked streets in Buenos Aires.

Polls show the fiery populist still
commands roughly 30 per cent of
public support. As one of the most
recognised politicians in Argentina,
Fernindez de Kirchner is widely
considered one of the few viable
Peronist presidential candidates in
next year’s race.

She faces multiple prosecutions for
corruption over events from her
presidency. Of the cases brought
against her in recent years, four have
been dropped and five remain.
Lucinda Elliott, Montevideo

US to step up
defence ties
with Australia
and focus on
Indo-Pacific

DEMETRI SEVASTOPULO — WASHINGTON

The Pentagon plans to deploy more
fighter jets, bombers and other mili-
tary assets to Australia in the face of
“dangerous and coercive” Chinese
actions in the Indo-Pacific.

Lloyd Austin, US defence secretary, said
the allies agreed to “deepen our defence
co-operation” after a meeting in Wash-
ington on Tuesday with Richard Marles,
his Australian counterpart. Penmy
‘Wong, Australian foreign minister, and
Antony Blinken, US secretary of state,
alsotookpart.

“We committed ourselves to concrete
steps to deepen our co-operation in
both diplomacy and defence,” Austin
said. “China’s dangerous and coercive
actions throughout the Indo-Pacific,
including around Taiwan, and toward
the Pacificisland countries and in the
East and South China Seas, threaten
regional peace and stability.”

It was the first time the US and Aus-
tralian foreign and defence ministers
have met jointly since the Labor govern-
ment of Anthony Albanese took office
this year. It comes as the two countries
and their partners in the Indo-Pacific
are increasingly worried about China,
particularly in relation to Taiwan.

Austin said the US would increase
“rotational” deployments, which
involve sending military assets and per-
sonnel on recurring missions without
relying on a permanent presence, as
well as rotational deployments of other
navy and army capabilities.

Charles Edel, an Australia expert at
the CSIS think-tank, applauded the
announcement but said theallies had to
follow through. Some critics have
pointed out that Washington and Can-
berra talked about enhanced deploy-
mentsa year ago but with few results.

“This is all welcome, but the proofis
in the pudding and will really revolve
around how quickly they bring some of
these sizeable commitments
online . . . [and] how quickly they can
fold others into their efforts,” said Edel.

One of the most important aspects
was the decision to “preposition muni-
tions and fuel” in Australia, which, he
said, would enhance deterrence.

Austin and Marles said the two coun-
tries would also invite Japan to work
more with the allies in Australia. Marles
said they would ask Japan to participate
more in US-Australian exercises. Marles
and Wong will travel to Tokyo this week
to discuss co-operation between Can-
berraand Tokyo in the Indo-Pacific.

Zack Cooper, an Asia security expert
at the American Enterprise Institute,
said stepping up rotational presences in
Australia was critical given the dis-
persed geography in the region.

“Australia is well positioned geo-
graphically, particularly for long-range
aircraft such as bombers, surveillance
aircraft, and refuellers, but it can also
serve as a key training area for com-
bined forces,” said Cooj

Japan would probably conduct more
training and exercises with the US and
Australia in Australia after concludinga
reciprocal access agreement with Can-
berrathis year, hesaid.

The UShas stepped upits relationship
with Australia over the past couple of
years, including resurrecting the Quad
security group that comprises Australia,
India, Japan and the US.

Hungary drops fuel price cap to ease demand

MARTON DUNAI — BUDAPEST

Hungary has removed its cap on petrol
and diesel prices after supply shortages
caused panic buying and threatened
the country’s ability to replenish emer-
gency stocks, the government said.

The price caps, introduced by Premier
viktor Orban 13 months ago as fuel
prices climbed across Furope, became
untenable after costs to import refined
products soared on the back of EU sanc-
tionson Russian oil.

The caps, which set pump prices at
about €1.20 a litre, the lowest level in
the EU, prevented importers from mak-
ing a profit. The loss of imports and

hnical difficalt a

that halved

tic production at national oil company
MOL’ refinery near Budapest have left
Hllngarywn.h abmlt a thrdofnx normal

hybrid vehicle who had returned to
Budapest after a trip to eastern Hun-
gary. “I was already calculating routes
home using only electric charging sta-
tions. Thishasbeencrazy.”

Gergely Gulyds, Orban’s chief of staff,
said EU sanctions on Russia, includi

Disputes over rule-of-law-reforms have
led the EU to withhold a combined
€13.3bn in post-pandemic recovery
funds and cohesion payments.

Market participants have warned that
importers, including MOL, will not

thelatest oil price cap, after its full-scale
invasion of Ukraine had disrupted the
market, even though Budapest has an
exemption to import Russian crude
through the Druzhba pipeline.

“MOL told us it can no longer supply
the country without imports,” Gulyis
said as the government announced the
scrappingofits fuel cap late on Tuesday.
“So the government heeded its advice
and two days after the sanctions kicked
init scrapped the fuel price ceiling.”

Budapest will replace the fuel price
capwn‘.h awindfall mx on oil compames

resume p unlessthey cansell at
a profit. MOL chief executive Zsolt
Hernddi compared the fuel crisis to the
oil shortages of the 1970s, saying the
artificially low prices caused people to
stockpile and use fuel recldessly, leadmg
toa 45 per centrise in fuel d

Scientists crack 2mn-year-old DNA code

CLIVE COOKSON — LONDON

Scientists have decoded 2mn-year-old
DNA preserved in Ice Age sedimentsin
the far north of Greenland, revealingan
ecosystem twice the age of the oldest
genetic material previously discov-
ered.

The DNA fragments, found by an inter-
national team led by researchers from
Copenhagen and Cambridge universi-
ties, arefrom plantsand animals includ-

d reindeer, hares, birch

last year. “The situation became cntl—
cal,” Hernadi said. “Panic started. MOL
could no longer cope.”

Removing the price caps to allow a
resumption of imports was important
now, Hernddi said, as Hungary and
other EU countries prepare for a banon
the mnpnrl. n[ Russlan reﬁned petro-

ing
and cedar trees thrivingin what is now a
polar desert.

The study, reported in the journal
Nature, is the most striking demonstra-
tion so far of environmental DNA, or
€DNA. This technique uses genes from
multiple species taken from the sur-
rmmdmg envlronment ral.her than

ened and for the first ime we can look
directly at the DNA of a past ecosystem
that far back,” said project co-leader
Eske Willerslev, a professor at both uni-
versities. “DNA can degrade quickly but
we've shown that under the right cir-
cumstances we can go back further than
anyone could have dared imagine”

The DNA samples were preserved in
clay and quartz minerals within sedi-
ments at Kap Kebenhavn on the north-
east corner of Greenland close to the
North Pole. The study shows that 2mn
‘years ago, during a warm spell between
ice ages, average minimum tempera-

tures were 10C in summer and -17C in
winter, more than10C higher than now.

The ecosystem has no modern analo-
gue, combining flora and fauna charac-
teristic of Arctic and more temperate
regions. One surprise was the presence
of mastodons, extinct elephantine
mammals that lived mainly in North
America and were not known to have
wandered as far asGreenland.

The research team first showed that
DNA fragments survived in the miner-
als and extracted them to compare with
genetic libraries of present-day animals,
plants and micro-organisms, while
guarding against contamination from
modern DNA. Most were recognisable
as from ancestors of today’s species,
although many are extinct.

The samples were collected over a
senes of visits to Kap waenhavn gomg
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Companies& Markets

Vanguard to
withdraw from
net zero asset
managers pact

@ Republicans in US raise pressure
e Attacks on ESG investing mount

BROOKE MASTERS — NEW YORK

Vanguard is pulling out of the main
financial alliance on tackling climate
change at a time when Republicans in
the US have stepped up their attacks on
financial institutions that they say are
hostile to fossil fuels.

With $7.1tn under management and
more than 30mn customers as of Octo-
ber 31, Vanguard is the second-largest
global money manager after BlackRock.

The group said yesterday that it was
resigning from the Net Zero Asset Man-
agers initiative, whose members have
committed to achieving net zero carbon
emissions by 2050.

The decision to resign
from NZAM was ‘so that
we can provide the clarity
our investors desire’

ers belong to NZAM including Black-
Rock, State Street, JPMorgan Asset
Management and Legal & General.
Holdouts include Fidelity Investments
and Pimco.

Vanguard said the move had been in
the works for several months. It will
continue to offer products thatuse envi-
ronmental, social and governance
investing factors and net zero products.
Vanguard will still ask the companies it
invests in how they plan to address cli-
mate risks.

Last month a group of Republican
attorneys-general asked the Federal
Energy Regulatory Commission not to
renew Vanguard’s authorisation to buy
shares in US utilities. They cited its
NZAM membership as evidence that it
was trying to influence corporate policy
rather than being a passive investor.

That move is part of a larger attack by
Republicans on ESG investing. Several
Republican states have pulled cash

vanguard, which mainly manages
passive funds that track market indices,
said thealliance’s full-throated commit-
ment to fighting climate change had
resulted “in confusion about the views
ofindividual investment firms”.

The Pennsylvania-based group said:
“We have decided to withdraw from
NZAM so that we can provide the clarity
our investors desire about the role of
index funds and about how we think
about material risks, including climate-
related risks, and to make clear that
Vanguard speaks independently on
matters ofimportance to ourinvestors.”

NZAM was founded in December
2020 and had 291 members managing
$66tn in assets as of November. It joined
an umbrella climate finance organisa-
tion, the Glasgow Financial Alliance for
Net Zero upon its launch last year under
Mark Carney, the former Bank of Eng-
land governor. Vanguard will exit both
groups. Most of the largest asset manag-

and other investment
accounts from BlackRock, which has
under founder Larry Fink been outspo-
ken about the need to take into account
climate change in investing.

Texas comptroller Glenn Hegar said
that NZAM membership was one of
the factors he used to compile a list of
organisations he accused of “boycott-
ing” fossil fuels.
state attorns 1

Sound judgment Swift's talks with FTX over
$100mn deal ended before exchange’s collapse

The discussions had included a ticketing plan with non-fungible tokens from the singer —

JOSHUA OLIVER AND NIKOU ASGARI

LONDON

Credit Suisse
agrees deal

to bring back
‘First Boston’

OWEN WALKER AND ARASH MASSOUD|
LONDON

Credit Suisse has cut a deal with the
owner of the First Boston trademark to
enable the Swiss lender to use the his-
toricbrand on its spun-out investment
bank.

The Swiss institution announced in
October itintended to separate its capi-
tal markets and advisory arm as part of
aradical restructuring of the group that
has failed to win over shareholders.

Credit Suisse had sought to name the
business First Boston, referencing the
storied Wall Street institution it took
control of in 1988 and the combined
group’s heyday as a global leader in
investment banking.

But during the planning process, the
bank discovered the trademark was
already claimed by an unrelated busi-
ness and so decided to name the busi-
ness CSFirst Boston.

Lawyers for the Swiss bank put in a
petition to the US Patent and Trade-
mark Office to reclaim the brand in
October. They cited “the continuing
stellar reputation of the mark and name
‘First Boston’ and of Credit Suisse in
associationwith that mark and name”.

But Credit Suisse has withdrawn its
petition after paying the owner of the
trademark a fee to use the brand,

ing to people with knowledge of

thear

ANNA NICOLAOU AND ANTOINE GARA
NEW YORK

8am Bankman-Fried’s FTX reached
the late stages of negotiating a spon-
sorship deal worth more than
$100mn with Taylor Swift, but talks
with the pop singer fizzled out just
months before the exchange’s col-
lapse in November.

have demanded that Bank of America,

Citigroup, Goldman Sachs, JPMorgan
chase, Morgan Stanley and wells
Fargo turn over information on their
involvement in the banking arm
of GFANZ.

At least two pension funds, Cbus
super and Bundespensionskasse, have
left the asset owner section of GFANZ,
while investment consultancy Meketa
hasleft another section.

Additional reporting by Patrick Temple-
West in New York
ESG ‘hypocrisy’ page 10

The di jons included a ticketing
arrangement with digital certificates
known as non-fungible tokens from
the singer-songwriter, according to
people familiar with the matter.

FTX’s talks with Swift and the nine-
figure sum being negotiated under-
score the ambition and reach of the
crypto group’s drive for celebrity
partnerships before it fell into bank-
ruptcy last month.

FTX had struck deals with Ameri-
canfootball player Tom Bradyand the
model Gisele Biindchen, as well as
tennis player Naomi Osaka and the

basketball players Shaquille 0'Neal lebrity deals
and StephCurry. lng value for money.
People with knowledge of the talks Bankman-Fried was urged to drop

said that the process highlighted
FTX’s unorthodox internal decision-
making as well as clashes between
Bankman-Fried's inner circle and

the talks by executives including
FTX US president Brett Harrison,
who had more than a decade of expe-
rience at financial companies such as

perienced Jane Street and Citadel before joining
infrom outside. FTX, and US general counsel Ryne
Bankman-Fried and a Swift repre-  Miller, a former Sullivan & Cromwell

sentative declined tocomment.

Bankman-Fried initially favoured
the deal, in part because he’s “a fan of
Tay Tay”, one employee said.

Claire Watanabe, an executive in
FTX’s business development team,
was seen by former employees as a
driving force behind the pursuit of
Swiftand wasalsoafan.

‘Watanabe could not be reached
for comment.

Those pushing to scrap the talks,
which began last autumn and ended
this spring, employees said, thought
the partnership with Swift was too
expensive and questioned whether

partner, according to people familiar
withthematter.

Sceptics questioned whether the
singer would reach the target demo-
graphic for would-be cryptocurrency
traders. One former employee said
some at the company “felt like [Swift]
would not add valueto our user base”.

FTX’s rise to prominence was
fuelled by extravagant spending on
sports-marketing deals and celebrity
endorsements. It spent $135mn to
secure the naming rights to Miami’s
basketball stadium, and $20mn on an
advertising campaign featuring Brady
and Biindchen last autumn.

“The bank has developed the First
Boston trademark and related reputa-
tion and goodwill over decades, and will
vigorously pursue and defend its rights
in this regard,” Credit Suisse said in a
statement to the Financial Times.

Credit Suisse’s relationship with First
Boston goes back to 1978, when the two
businesses set up a joint venture called
Credit Suisse First Boston. Throughout
the 1980s, the business was a leader in
mergers and acquisitions.

In its petition to reclaim the name,
Credit Suisse said the company that
owned the First Boston intellectual
property — Dominant Brands — had
also registered the trademarks of sev-
eral other historic financial institutions,
including EF Hutton and Shawmut.

The lawyers wrote that the owner of
the brands “adopted the identical mark
and name ‘First Boston’ to blatantly
invoke the reputation of Credit Suisse
and its ‘First Boston’ investment bank-
ingand financial services operation”.

Dominant Brands did not respond toa
request for comment.
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Brussels undaunted by legal setbacks in battle with tax schemes

INSIDE BUSINESS

Javier

Espinoza

nthe day when Margrethe
Vestager lost her latest
stateaid case before the EU

The rulings have not deterred the
Danish commissioner from using EU
state aid rules to go after tax schemes by
member states such asIreland and Lux-
embourgsince she tookoffice in2014.

EU officials also point to a partial vic-
tory of sorts for the regulators. Even as
Brussels faces mounting legal losses,
some countriessuchasIreland and Lux-
embourg have already made changes to
their tax regimes, say people with inti-
mate knowledge of the commission’s

Nonetheless, some insiders in Brus-

courts, the competition

and digital chief for the
27-nation bloc insisted that regulators
were ready tostrikeback.

On the face of it, the legal setback was
not enormous — at least not in mone-
tary terms. Last month the European
Court of Justice, the EU’s top court,
ruled that Fiat did not have to pay back
€30mn in taxes to Luxembourg.

shortly after the court’s ruling,
Vestager made plain her view that this
was notthe end of the road for competi-
tion enforcement. “Even if the commis-
sion’s decision was annulled, it gives
important guidance,” she sai

“The court confirmed that action by
member states in areas that are not sub-
ject to harmonisation by EU law is not
excluded from the scope of the treaty
provisions on the monitoring of state,”
said Vestager.

The Ttalian carmaker’s win was the
latest in a series of cases that have gone

s ned that asthe bloc keeps
losing cases, some governments will see
that as a green light to keep pursuing
sweetheart tax deals with the likes of
Appleand Amazon, the online retailer.

“The tool Vestager picked [state aid]
is not the right tool according to the
courts,” said a per-

son with deep ‘You can'tjustuse

knowledge of the

EU’s thinking. competition law and
“Here weare talk- - ggate aid to try to

ing about regimes

thatare borderline T€solve this issue.
about what’sselec- g js complicated’

tiveand what's not.

The court has said, let’s give them some
margin on how to interpret the law. This
might encourage some to tweak their
tax regimes.”

The person said that the recent court
rulings are creating the space for
smaller member states to become
tax havens through the creation of
schemes that would mean corporations

is about “global governance”. He
explains: “You can’t just use competi-
tion law and state aid to try to resolve
thisissue.

“It is complicated. We need an inter-
national instrument for that. A lot of
work has been done by the OECD. It’s
more for states to sit down and deal with
that”

Countries have sat down in efforts to
strike deals. Last year, 136 countries
supported a tax arrangement with the
objective of addressing public discon-
tent with large companies not paying
their fairshare of tax.

The deal has a two-pronged approach.
The first part is aimed at forcing the
largest companies to reallocate a share
of profits to where they do business,
making sure they pay enough into the
system. The second creates aminimum
effective corporate tax rate, currently
seenat15percent.

But

is faltering despite cal

lauons that the deal could raise $150bn
in extra taxes a year from the largest
multinationals.

Member states are ready to dust offa
digital services levy if the talks fail. Last
month Zbynék Stanjura, finance minis-
ter of the Czech Republic, which holds
the six-month rotating EU presidency,
drew attention to the possibility that the
US may not implement the deal, and
that in such a scenario EU countries
would need to find their ownsolution.

Vestager insists that the fight against
what she considers unfair tax schemes
will go on. “The tax practices of some
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Pharmaceuticals

GSK and Sanofi soar after court ruling

US district judge dismisses
lawsuits alleging heartburn
medication causes cancer

JAMIE SMYTH — NEW YORK
HANNAH KUCHLER — LONDON

Shares in GSK, Sanofi and Haleon
soared yesterday as investors welcomed
a victory in a legal case alleging that
Zantac, a popular heartburn medica-
tion, caused cancer.

U8 district judge Robin Rosenberg in
Florida on Tuesday dismissed thou-
sands of lawsuits making the claim
about the drug in a case that had hung
over the companies formonths. She said

that the almost 2,500 lawsuits filed by
plaintiffs were based on flawed science,
and that the only reliable testing of the
blockbuster drug undertaken showed
an “unprovable risk of cancer”.

The ruling was a significant win for
the pharmaceuticals companies GSK,
Pfizer, Sanofi and Boehringer Ingel-
heim. Analysts said that the ruling
should remove a large portion of the
potential liability linked to the Zantac
litigation, which investors had feared
could lead to tens of billions of dollars of
personal injury awards if claimants had
provedalinkwith cancer.

About £30bn was wiped off the value
of large drugmakers in early August fol-
lowing the publication of a note by

investment bank UBS that flagged a
“potential overhang” on Sanofi’s stock
price because of the Zantac litigation.
Morgan Stanley analysts had estimated

tion proceeding, the comprehensive

Panadnl painkillers began trading inde-

dismissal by Judge berg of the

inJuly.

plaintiffs’ arguments is compelling for
thedefendants,” hesaid.
The share prices have

‘The comprehensive
dismissal of the plaintiffs’
arguments is compelling
for the defendants’

damages could reach as high as $45bn.

David Risinger, an analyst at SVB
Securities, said that the ruling appeared
to be “abest-case scenario” for the com-
panies. “While we can't rule out
appeals. . . or some state court litiga-

recovered to just below the level they
were trading at in early August. Shares
inGSKhad surged 14 per cent in London
early yesterday before the gains were
pared back to 8 per cent, while Paris-
listed Sanofi wasup 6 per cent.

Haleon also rose because investors
had feared the £27bn UK-based con-
sumer health company spun off from
GSK could be caughtup inthe lawsuits.

Its shares rose 4 per cent to £3.07,
slightly below the £3.08 at which the
maker of Sensodyne toothpaste and

" lain Simpson, analyst at Barclays, said
following the ruling that “we regard
Zantac as substantially derisked, leav-
ingHaleon investible again.”

The companies could still face thou-
sands of similar personal injury cases
filed in state courts, which are being liti-
gated separately.

Zantac, which is the brand name for
the drug ranitidine, has been sold by
large drugmakers over the past 35 years.
Several smaller generic companies have
alsosold versions ofthe drug.
Additional reporting by Judith Evans in
London
Seelex

Lost value totals $400bn
since 2021 boom as venture
capital dealmaking hits wall

TIM BRADSHAW
More than $400bn in market value has
been wiped from European technology
companies since the peak of the 2021
boom, as venture capital dealmaking hit
awall atthe end of the summer.

The continent’s start-ups were benefi-
ciaries of a funding frenzy in 2021, lead-
ingto the creation of more than 100 uni-
corns — tech start-ups valued at more
than $1bn.

That figure has fallen to 31 so far this
year, according to a report by London-

ased venture capital firm Atomico, the
lowest level since 2017, excluding the
pandemic year of 2020. More than
14,000 European tech workers have
been laid off, Atomico estimates.

The trend is a reflection of investor
wariness of high inflation, risinginterest
rates and the war in Ukraine. The fund-
ing crunch represents the first true test
of the European tech scene since a new
generation of homegrown companies,
led by the likes of Spotify, Revolut and
King, became international successes.

“Our view is the challenging macro
will persist” well into 2023, said Tom
Wehmeier, partner and head of
research at Atomico. “There’s no going
back, at least for a very long time, to the
conditions wesawat the end 0f2021.”

since it began in 2015, Atomico’s
annual State of European Tech report
has charted and cheered therise of start-
ups in London, Paris, Berlin and Stock-
holm, as the region appeared to be
finally bridging a decades-long funding
gap with Silicon Valley.

The $85bn invested in European tech
this year will still be more than double
the totals 0f 2019 or 2020, Atomico esti-
mates, though the second half of 2022
sawa sharp pullback, with only 37 fund-
ing rounds worth more than $100mn
compared with 133 in the first half.

Separate research published last
month by another venture firm, Accel,
based on analysis by Dealroom, found
that morethan 200 VC-backed unicorns
in Europe have spawned more than
1,000 new start-ups, thanks to what
they call “founder factories” such as
Delivery Hero, Criteoand Klarna.

Even VC veterans are struggling to
make sense of the moment in start-up

Technology. Fading confidence

Funding squeeze puts Europe start-ups to the test

Fintech group
Revolut, game

developer King
and audio

streaming
provider Spotify
are among
regional
operators that
have become
international
successes

FT montage

tealeavesat the moment,” said Nic Bris-
bourne, managing partner at London-
based Forward Partners, which has a
£95mn portfolio of early-stage tech
companies. “T feel a real lack of confi-
dence that if I put money in now, will
that company be able to raise money
againinthe next12-18 months?”

Investors say confidence, not capital,
is the problem. Atomico estimates that
there is still about $80bn worth of “dry
powder” available in Europe — venture
capital funding raised in theboom years
that has not been deployed.

Cautious investors could eke that out
foryears. Ata London event hosted by
Accel for fintech start-ups and inves-
tors, Eric Boyle, partner at tech advisers
Qatalyst Partners, said he expected the

drop-off in deal activity to last awhile, < .
especially with the public markets in Cha]lengmg
effect closed tonew listings. Afterssini-  macro will
tial publicofferings ata $1bn-plus valu- :
ation in the US and Europe last year, pCI‘SlSjI
therehave been just three this year. There’s no
“we’ve already had a few people ask 3
us when the IPO window reopens,” S back,
Boyle said. “We don't even think about ~ at least
it. The answer is not soon.”
Unless they need capital urgently, for EtV-E]'y,
most start-ups are avoiding financing  long time

activities, especially after so many
raised last year. For a fintech start-up,
raising now might mean acceptingaval-
uation multiple of up to 10 times their
next 12 months’ revenues, while inves-
tors were paying 40-50 times last year,
Boyle suggested.

This year’s lsoreflects that

‘ New European unicorns Capital invested in ‘

the frenetic pace of dealmalking last year
pulled forward many investments that
‘would typically have happened over the

“Normally we fund a great entrepre-
neurwitha great idea,” said Harry Nelis,
partner at Accel in London. “Several
monthsago, alot of great entrepreneurs
were financed who still didn’t have a

100 European fech

80 <k 100 courseofa fewyears,
80 80

60
40

40
20

2a greatidea.”

o

financing, amid ic and
geopolitical jolts.

“I've been in this game for 20 years
and it is exceptionally hard to read the

T T T T T T T T T
2013 16 18 20 22
2022 data asat Nov 1

o
2018 19 20 21 22
2022 figure estimated for final quarfer

The expansion of US tech investors
such as Sequoia, Lightspeed and Gen-

: Afomico; Dealroom.co

couple ofy

eral Catalyst in Europe over the past
dthat

“fear of

missing out” among local VCs, even as
they hailed it as a validation of the
Tegion’s tech maturity.

Some US businesses are pullmg back

Technology

Microsoft
signs 10-year
‘Call of Duty’
deal with
Nintendo

KANA INAGAKI — TOKYO.
TIM BRADSHAW — LONDON

Microsoft has signed a 10-year deal to
bring call of Duty, one of the world’s
most popular gaming franchises, to
Nintendo’s platforms for the first time
in almost a decade, following its
planned $75bn acquisition of Activi-
sion Blizzard.

The announcement came as Microsoft
tried to address antitrust concerns to
pull off the games industry’s biggest-
ever deal. The transaction faces investi-
gations in the UK and EU, while in the
US, the Federal Trade Commission is
reportedly nearing a decision on the
deal.

Rival Sony has led industry opposi-
tionto the merger, arguing that anylim-
itation on Call of Duty’s availability on
FPlayStation would harm the console’s
sales.

Ina bid to win over regulators, Micro-
soft has repeatedly argued that Call of
Duty, the blockbuster game that has
brought in $30bn in lifetime sales for
Activision, will continue to be available
on other companies’ game consoles
after the deal, rather than being turned
into an exclusive title on Microsoft’s
Xbox.

“Microsoft is committed to helping
bring more games to more people

‘Microsoft is committed to
helping bring more games
to more people however
they choose to play’

however they choose to play,” Xbox boss
Phil Spencer said in a post on Twitter
yesterday.

Spencer also said Microsoft was com-
mitted to offering the popular series on
Valve’s steam game distribution plat-
form atthe same time as it was released
on Xbox. “Any day Sony wants to sit
down and talk, we’ll be happy to ham-
meroutald -ymr dealfor PlayStationas
well,” he said.

Sony has told regulators that Call of
Duty is so popular it can influence
which console consumers choosetobuy,
potentially disadvantaging its
PlayStation 5 if Microsoft opted to bun-
dle thetitlewithits Xbox.

again, particularly crossover
as Tiger Global and Insight Partners,
fearing that a recession might last
longer in Europe than in the US. The
number of US investors involved in
deals of more than $100mn in Europe
has declined 22 per cent so far this year
10122, after rising from 48 in 2020 to 157
in2021.

Despite the turmoil, some start-up
deals are being done, mainly in more
sedate corners of business software
ratherthan b

In ber, Jim Ryan, chief execu-
tive of Somy’s gaming business, dis-
missed as “inadequate on many levels”
a previous offer from Microsoft to keep
Call of Duty on PlayStation for three
years after the companies’ current
agreementended.

Analysts said Microsoft had taken a
big step towards winning over regula-
tors butit might still need to go further,
for instance by offering new assurances
related to Call of Duty’s inclusion in its

or

Paris-based Pigment, which makes
business-planning software, raised
$65mn in September. “It’s good market
conditions forus,” said Eléonore Crespo,
Pigment’s co-founder. “Our goal is to
help companies navigate uncertainty.”

However, after a period of strong
growth, Europe’stech entrepreneursare
facing more sceptical investors and
straightened times.

“The last two years were really an
aberration,” said Jan Hammer, partner
at Index Ventures, one of Europe’s larg-
est venture firms, which raised a new
$300mn seed fund last month. “The
marketgotcarried away.”

Additional reporting by Ian Johnston

iption service.

“The major concession here is the
length of time of these deals rather than
Call of Duty being multi-platform,” said
Piers Harding-Rolls, research director
at Ampere Analysis.

Striking a deal with Nintendo would
have been relatively easy, said Harding-
Rolls, because the game had been
absent from the Japanese company’s
platforms for several years, therefore
offering “upside for both companies”
fromits return.

“A Sony deal is more complex,” he
added. “My view is that there will need
to be further concessions before a deal
can be done with both Sony and these
other bodies.”

Support services

KPMBG staff cheated in exams, says regulator

STEPHEN FOLEY — NEW YORK

Hundreds of KPMG employees in the
UK and Colombia cheated on profes-
sional exams, a US regulator has
alleged, and the conduct continued
even after the accounting group was
fined for a similar scandal in the US.

The cheating was one of several infrac-
tions uncovered across KPMG’s global
network by inspectors from the Us Pub-
lic company Accounting Oversight
Board, for which KPMG has agreed to
pay$7.7mn.

The oversight board also discovered
KPMG staff in the UK outsourced work
to anunregll]ated aﬁllmle in Romama,

and said the actions it had taken
reflected “heightened vigilance” by the
US regulator. The PCAOB was setup to
inspect all the accounting firms that
audited US companies, regardless of
where they werebased.

In a wide-ranging $50mn enforce-
ment action by the Securities and
Exchange Commission in 2019, KPMG
was charged with using data stolen from
the PCAOB to discover which audits
would be inspected, backdating
audit work and allowing US employees
to share answers to internal training
exams.

Tuesday’s action by the oversight
lmani alleges Lhal cheatmg al. the

answers to training test questions”, the
board said. In Colombia, cheating on
compliance tests went on from 2016 to
2020, it said.

KPMG’s UK arm will pay fines of
$2.6mn to settle the allegations. KPMG
Colombia is paying $4mn and three
individuals there will be barred from
‘working with an audit firm for between
one and three years. KPMG India was
fined $1mn. Smaller fines on individuals
take the total to$7.7mn.

KPMG’s Colombia, UK and India
offices said they had taken action to
strengthen compliance, training and
quality control.

]011 Holf, c.hlef execuuve of KPMG UK,

Technology

China ‘more receptive’ to US end-use checks

DEMETRI SEVASTOPULO — WASHINGTON
QIANER LIU — HONG KONG

The Biden administration says Beijing
has allowed US inspections of Chinese
businesses, with a number of compa-
nies facing a deadline to co-operate by
this week or risk being put on a trade
blacklist.

Alan Estevez, the US commerce
undersecretary for industry and secu-
rity, said China had started letting US
officials inspect some Chinese groups
after Washington recently brought in
tough semiconductorexportcontrols.
Estevez said the Chinese commerce
rumlstry - whlch slnce the Trump

YMTC, on the “unverified list”, settinga
60-day clock for the companies to allow
end-use checks or face the prospect of
beingaddedtoa blacklist.

sSpeaking at the Center for Strategic
and International Studies in Washing-
ton on Tuesday, Estevez said there were
signs the Chinese commerce ministry
had responded positively, which he
noted was the goal of putting companies
on the unverified list and threatening
tougheraction for non-compliance.

“We are seeing better behaviour. Mof-
com has been more forthcoming,” Este-
vez said, referring to the Chinese com-
merce ministry. But it was too early to
draw broader conclusions on whether
China had made a real shift. Beijing had
in the past become more open to end-
use checks before reversing course.
“We're seeing a change in attitude,” he
said. “It’s not the first time we've seena
such a change in attitude, so it depends
onhowlong thatissustained.”

Beijing approved visits of US officials
to companies in Wuhan, Shanghai and
several cities in Guangdong province in
November, according to four govern-
menl. oﬂicm]& The demsmn came after
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THEM OW EDIrruze:

CONGRATULATIONS
TO ARIEL DE
FAUCONBERG

WINNER OF THE
BRACKEN BOWER
PRIZE 2022

Ariel de Fauconberg has won the 2022 Bracken Bower Prize for young authors with her
proposal, Before the Dawn. This annual prize recognises authors under the age of 35, who
submit the best proposal for a book that tackles emerging business themes.

For further information on the winning proposal and award finalists, please visit:

ft.com/brackenbower

#BrackenBower
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Infrastructure magnate Adani targets
sovereign funds in capital raising spree

Asia’s richest man has pledged to invest $70bn in renewables but is under pressure over leverage

CHLOE CORNISH AND BENJAMIN PARKIN
MUNDRA.

In the heart of Gautam Adani’s infra-
structure empire, engineers slot steel
pieces together to make wind turbines.
Nearby, workers operate machinesin a
factory spitting out solar panels, over-
shadowed by four candy-striped cooling
towers of India’s largest private coal-
fired power station.

The three facilities are part of the
37,000-acre Mundra port and special
economic zone, showpiece of Adani’s
conglomerate and the destination for
billions of dollars in new investments,
from a copper smelter to a coal-to-plas-
ticfactory.

Asia’s richest man is embarking ona
fundraising effort to manage his debt
and continue his rapid expansion, as he
confronts questions about the com-
pany’s leverage and investor pressure to
move away from fossil fuels.

The 60-year-old first-generation
entrepreneur has pledged to invest
$70bn in green energy technology by
2030, even as he continues to expand a
multinational coal business.

Adani, who raised $2bn from Abu
Dhabi fund International Holding Com-
pany this year, expected further invest-
ment from “many sovereigns”. Hesaid:
“We want our investors to be as long as.
the Adani family.”

Adani’s fundraising ambitions echo
that of Mukesh Ambani, whose Reliance
Industries tapped investors including
Facebook, KKR and Mubadala for
$20bn in2020 as itsoughtto cutdebt.

Adani’s renewables unit raised
$750mn in green bonds this year, and in
December announced a $200mn yen-
denominated refinancing facility with
MUFG Bank and Sumitomo Mitsui
Banking Corporation acting as principal
lenders. Adani Enterprises, another
listed entity, is seeking to raise about
$2.5bn from issuing new shares to retail
and institutional investors.

Investors were “notably polarised”
over Adani Enterprises’ fundraising
because the listed entity had very lngh
valuations, said Praveen Jagwani, chie
executive of UTI International, an
Indian asset manager in Singapore.

Jagwani said Adani was raising funds
largely to “reduce the interest burden.
Equity is way cheaperthan debt”.

- A e

‘ Electricity capacity

At his offices in Gujarat’s business
capital Ahmedabad, Adani said he was
confident about securing financing for
renewable businesses based on the
urgent need to decarbonise. “Every

MW
I In operation Under construction
o 5,000 10,000
!
‘Adani Green Energy
(renewable)
Adani Power
(coal-fired)
Sourcas: company wabsltes; Bloomberg
Gautam Adani’s  financed by foreign banks to become the
conglomerateis  country’s second-largest cement per-
pushing into former. The group raised $760mn from
new markets at seven state-owned banks to build a cop-
breal pace, p ting plantand announced $7bn
but the debt- inalumina and iron ore projects.
fuelled growth Adani’s debt-fuelled growth has
has raised raised concerns about its borrowing,
concerns about with CreditSights, part of Fitch,
its borrowing warning thatthe company was “deeply

[ ilateral] agency has obligations to
finance. Every banking system, every
hedge fund, every private equity fund,
everyinvestor . . . isunder the pressure
of not investing in fossil fuels and invest-
ingintothe energy transition.”

Adani said his business would be first
port of call for international investors
betting on India.

“We are the largest group in India, fol-
lowed by Tata, followed by Reliance,” he
said, referring to the pair that are also
investing heavily in renewables. “So
when someone wants to invest into
India, wherewill they go first?”

Adani, a university dropoutand erst-
while diamond merchant, is pushing
into new markets at breakneck pace.
This year, the group acquired Holcim’s
Indian cement business in a $10bn deal

over

Adani Gmup said its companies had
combined debts of Rs1.95tn ($24bn),
almost seven times combined earnings
before interest, tax, depreciation and
amortisation of Rs296bn.

Adani argued that some analysts had
“not understood [his businesses] in real
terms. Who understands are my lend-
ers, my banks, my global investors.
Every time Adani comes into the mar-
ket, they love toinvest. And that’s how
weare continuously growing”.

Critics said Adani’s renewables push
helped him raise money while his pol-
luting businesses continued growing.

Adani had been “phenomenally suc-
cessful to date at convincing the western
market thatthe right hand isdifferentto
the left hand, and if you fund Adani

15,000
|

Adani Green Energy outperforms

Financials

Bluebell
challenges
BlackRock’s
Fink on ESG

‘hypocrisy’

BROOKE MASTERS — NEW YORK

A UK activist investor with a history of
taking on big companies has called on
BlackRock founder Larry Fink to
resign as chief executive over the
“apparent hypocrisy” of the asset man-
ager’s use of environmental, social and
governance investment factors.

Bluebell capital Partners went public
with its concerns about the world’s larg-
est money manager on Tuesday; releas-
inga letter that it had sent to Fink last
month.

Giuseppe Bivona and Marco Taricco,
Bluebell’s co-chief investment officers,
contended that BlackRock had changed
positions several times on investing in
thermal-coal production while failing to
live up to Finl’s widely publicised sus-

data show Bluebell has about a 0.01 per
cent stake in BlackRock, which has a
market capitalisation of $107bn.

“The contradictions and apparent
hypocrisy of BlackRock’s actions
have . .. politicised the ESG debate,”
they wrote. “The reputational damage
of being dragged into this politically
charged debate, in our view, is very sig-
nificant because it calls into question
the independency of BlackRock as an
assetmanager.”

The Bluebell partners added that it
had “direct experience. .. [with]
BlackRock’s inconsistent spproad'r‘i

They said that BlackRock failed to
support Bluebell’s position on environ-
mental shareholder resolutions at min-
ing and commodities group Glencore
and chemicals groupSolvay.

BlackRock said: “In the past 18
months, Bluebell has waged a number
of campaigns to promote their climate
and governance agenda. BlackRock
Investment Stewardship did not sup-
port their campaigns as we did not con-
slder them to be in the best economic

four clients.”

Stock price (Rs)
4,000
20,000 — Adani Enterprises
Adani Green Energy 3,000
Adanl Power
72,000
1,000
T T T T ®
2019 20 21 22
Greenyou are not funding Adani Power “We a].igned cised Adani forramping upmining. Asa
or Adani Enterprises”, said Tim Buck- " contractor, Adani Enterprises mined
ley, director of Climate Energy Finance, OUI" business  277mn metrictonnes of coal during the
an Australian think-tank. ambiti financial year ending in 2022, a 58 per
Adani said that “not more than 10 per and b-lthI'l centrise on the previous year. Adani is
cent” of the Group’s revenue came from 111 line with also constructing coal-fired power sta-
coal, while contending that it was unfair nm tions under commitments made several
to demonise India for usingitsabundant g(?VE i rsago.
coalreserves. wishes. And Adani admitted that “the electricity
He had benefited from aligning his because of coming out of renewables is cheaper”
renewables push with India’s interests but insisted that fossil fuelswereneeded
and New Delhi’s decarbonisation goals.  that, we because solar and wind power was “not
“We aligned our business and business alw: 24/7".
ambition in line with government B HY-S g?t He declined to commit to targets on
wishes. And because of that, wealways  tailwind’ phasingout coal.

gottailwind.”

But a stronger pivot away from coal
‘wasnecessary, said experts.

Adani’s investment in fossil fuels was
“likely to get stranded in the next few
years”, said Vibhuti Garg, south Asia
director at the Institute for Energy Eco-
nomics and Financial Analysis.

Adani is set to build his first “green
ammonia” facility less than 100km
from Mundra, partof a $50bn, 10-year
commitment with French group
TotalEnergies, which owns a20 per cent
stakein Adani’s listed renewable group.

Environmental activists have criti-

“Why do we have to go and make a
commitment to the world which two
years down the line you have to
reverse?” Adani said, pointing out that
western countries backed away from
coal commitments as a result of energy
market turbulence caused by Russia’s
invasion of Ukraine.

He said: “Self-reliance ... energy
transition, climate change — these are
big, huge business opportunities. You
are helping the planet. You are helping
the country. Butatthe same time, asa.
corporate, these are huge business
opportunities.”

BlackRock has been hit with criti-
cisms from both sides of thesustainabil-
ity debate. Texas officials have put it on
a list of fund managers it considers hos-
tile to fossil fuel, and Republican party
officials in several states have pulled
money out of BlackRock funds. Demo-
cratic party officials complain the com-
pany has not gone far enough in its sup-
port for reducing carbon emissions.

Bluebell is best known for helping to
topple the chief executive at Danone in
2021 despite holdingless than €20mnin
shares and having total assets of €70 mn.
1t has been sparring with luxury group
Richemont over its dual-class share
structure since earlier this year. Black-
Rock voted against Bluebell’s proposals
to give ordinary shareholders more say
overdirector elections.

Bivona pointed out that Bluebell had
bought into BlackRock this year and
now has about $250mn under manage-
ment.

He said that he particularly objected
to BlackRock’s new Voting Choice pro-
gramme, which allows institutional
investors to vote their own shares on
contested proxy issues.

Bluebell’s letter called voting choice
“aclear sign of BlackRock’s capitulation
of its obligation to exercise its fiduciary
duties and little more than a cute com-
mercial tool”.

Financials

Energy

DWS to lift payout amid greenwashing inquiry

OLAF STORBECK — FRANKFURT

DWS, the German asset manager, has
pledged to lift its dividend by almost 50
per cent and possibly hand investors up
to €1bn more as it battles to overcome a

Legal Notices

IN THE MATTER OF

greenwashing scandal. Stefan Hoops,
chief executive, said yesterday the pay-
outs would risedespite an “increasingly
uncertain” market.

Hoops, who took the job in June after
the ousting of Asoka Wohrmann, also
pledged to expand thep

dalter-

involving 2.5mn documents was about
to becondluded, he said.

DWS has ditched a so-called smart
integration ESG approach that was at
the heart of a whistleblower’s com-
plaint, a decision that has cut the size of
the ES itreports.

native investment units and cut costs.

DWS, majority-owned by Deutsche
Bank, has been accused of misrepre-
senting the share of its assets invested
using environmental, social and govern-
ance criteria.

The allegations have triggered inves-
tigations by the Securities and Exchange
Commission and German authorities.
‘Wohrmann was ousted a day after
police raided DWS’s Frankfurt offices.

DWS lost €1bn in market capitalisa-
tionon one day in August 2021 when the
SEC inquirywas made public.

Shares in DWS rose almost 6 per

c.enl hllt rernaln 10 per c.enl

In its 2021 annual report, the com-
pany reported €115bn in “ESG assets”
down 75 per cent from a year earlier
when its €459bn in assels were

Mining tycoon bets on Australia renewables

NIC FILDES — SYDNEY

Mining billionaire Andrew Forrest has
transformed himself into the biggest
player in Australia’s renewable energy
sector after acquiring the country’s
largest wind power company.
Squadron, Forrest’s energy group, paid
more than A$4bn ($2.7bn) for CWP

bles from switzerland-based
Partners Group, according to a person

ith di of the de:

describedas “ESG1

Hoops suggested that DWS 's previous
communications on ESG might have
been too bullish but said that DWS was
“fully committed” toESG.

Cost cuts will aim to save €100mn a
year and bring the cost-income ratio
below 59 per cent by 2025. It isexpected
‘o be65 per cent this year.

Hoopsalso pledged to lift earnings per
share to €4.50 from €3.90 last year.
leen DWS wanls I.o pay, I:wo thrds of

The deal follows his A$3bn invest-
ment in Queensland renewable com-
pany Clark Creek in February and trans-
forms Squadron into the country’s larg-
estwind and solar operator.

Australia’s energy sector is under
pressure as the government plots a
switch to renewable sources, after the
country’s largest energy companies
including AGL and Origin brought for-
ward the date for the closure of coal-

he said, with the country exiting the
“dark ages” of being one of the world’s
fossil fuel centres due to its huge coal
and gasexports.

Emma Aisbett, an associate professor
at the Australian National University,
said that Forrest’s investment was an
example of the “smart money” betting
on Australia’s ability to turn itself into a.

Energy transition:
Andrew Forrest,
who made his
fortune In Iron ore,
has bought wind
Power group CWP

“renewables powerhouse” based on
wind, solar and hydrogen. She said that
the billionaire, who made his fortune
mining iron ore, sees a first-mover
advantage. “Minerssee the frontier and
wantto slake a c.la]m she sald.

market intervention by the regulator.

“Well-moneyed and sophisticated
players seem to havealotof confidence
in the transition and that it will be a
profitable one,” he said.

Forrest hasbeen an advocate of devel-
oping “green” hydrogen.

The Squadron deal for CWPwas com-
pleted by Tattarang, his private invest-
ment vehicle, which has invested in
industries including seafood, metals
and boot maker RM Williams. The com-
pany dedined to comment on the size of
the takeover beyond saying that it rep-
resentedits largestinvestment.

CWE, which supplies energy to Aus-
tralian companies including Sydney
Airport and retailer Woolworths, adds
1.1 gigawatts of wind power to Squad-
ron’s base on Australia’s east coast. It
alsohas approval for further wind, solar
and battery assets aswellas plants capa-
ble nf usmg bmfuels and hydrogen The

https://digital.olivesoftware. com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc=FTA%2F2022%2F 12%2F08&ts= 20221207200725&uq 20221117085301
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FT CHALLENGE

New York City 2022

THANK YOU TO ALL
OUR CHALLENGERS

The FTxNYC Challenge united 50 bright young US-  The FT Talent Challenge is a global programme
based students to hack the Future of the Financial from the Financial Times aimed at generating ideas
Times. The challengers worked together at the o challenge the future of business.

New York FT Office from 30th Nov - 2nd December,

supported by FT speakers and menftars.

Congratulations to all our brilliant challengers for their hard work
and creativity over the 3-day challenge.

Rachel Dalloo Miguel Johnson Michael 1zzo Marina Rivera
Yijie Xu Xinyi Long Yan Li Colin Chandna

Xi Yang Alana Ramsammy Bharbi Hazarika Rishi Dhir
Anthony Esguerra Vidit Jain Essa Athar Dariyah Hall
Haneef Sajjad Lorena Isabel Miranda Gutierrez Etna Jaho Patrick Cleary
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Hannah Kerin Sejal Amrutkar Ruiying Huang Phillip Eckert
Pratik Shinde Angelina Farah Catherine Hicks Maria Corina Wallis
Giuseppe Maria Ferro Naman Vakharia Pedro Siemsen Giestas Hsin-Ju Li
Mirnalini Boopalam Andrea Palasciano Jemima Denham

Phoebe McMahon Abhishek Katti Katherine Rothstein

Michael Yodice Florence Ruoheng Wu Rishabh Jain
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BoE exit will place ever more

reliance on foreign buyers to
support annual £240bn sales

TOMMY STUBBINGTON

Investors are preparing for the UK gov-
ernment to unleash a “cataclysmic”
flood of debt sales over the next few
years, leaving many asking who exa

is going to buy all the gilts — and at what
price.

Evenafter scrappinghis predecessor’s
unfunded tax cuts — which triggered a
bond market meltdown in September —
chancellor Jeremy Hunt faces a daunt-
ing borrowing task. The cost of subsidis-
ing household energy bills, paying for
creaking public services as the economy
heads into recession, and servicing a
ballooning interest bill from past bor-
rowing, has set the stage for a half-
decade of bond sales that will dramati-
cally expand — and permanently
reshape — the £2tn gilt market.

The Debt Management Office, which
handles bond sales on behalf of the
Treasury, will need to sell an average of
nearly £240bn of gilts for each of the
next five financial years, according to
Citigroup forecasts. That figure com-
fortably eclipses previous records, with
the exception of the vast borrowing dur-
ingthe coronavirus pandemic.

The Bank of England hoovered up the
majority of the gilts hitting the market
in 2020 with its bond-buying quantita-
tive easing programme, effectively
financing the government’s unprece-
dented borrowing. Today, by contrast, a
BoE facing runaway inflation is unwind-
ingits more than £800bn QE scheme by
selling bonds back to investors.

“When we have had lots of issuance
before you had the BoE there to mop it
up,” said Mike Riddell, a bond portfolio
manager at Allianz Global Investors.
“Now, you could have almost everyone
selling. The question is, who is going to
buy?”

Robert Stheeman, who heads the
DMO, told MPs in October that “from
now on. . . net issuance to the market
will be the highest in history™.

However, there is little outward sign
of anxiety in markets. Gilts have
rebounded from the routin September
and October, helped by Hunt’s and new
prime minister Rishi Sunak’s plans to
restore the public financestoa sustaina-
ble footing. The 10-year gilt yield — a
benchmark of government borrowing
costs — stands just above 3 per cent,
having spiralled as high as 4.5 per cent
in the pension fund liquidity crisis that
followed former chancellor Kwasi
Kwarteng’s ill-fated “mini” Budget.

To some analysts, the calm is a
reminder that expectations of bond
supply have never been the main driver
of yields in the developed world’s major
bond markets, whose moves can typi-
cally be largely explained by changes in
interest rate expectations. In any case,
the UK is not alone, the energy crisis is
expected to spur record issuance across
the euro areanext year.

still, some fund managers argue that

Fixed income. Gilts

is on for debt investors as UK
prepares ‘cataclysmic’ bond issuance

‘ A deluge of gilts is on the way

Annual UK government bond Issuance, net of BoE
purchases and sales (£bn)

Forecast 350

The Bank of England owns more than
a third of gilts
Holdings of UK government bonds by sector (%)

UK borrowing costs are back below

the US equivalent
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Not buying: the investors have chosen to focus onthe  match theirlong-term commitmentsto  HSBC’s head of UK rate strategy. That

Bank of England  reduction in gjlt issuance in the current
cannolongerbe fiscal yearthat came asaresultof Hunt’s
relied upon to autumn fiscal statement last month,
mop up gilts and are burying their heads in the sand
issuedby the UK overtheavalanche to come.

government “Idon’t think the market has quite

Chs I Ratclfe/Getty Images

come to terms with the scale of all of
this,” said Craig Inches, head of rates
and cash at Royal London Asset Man-
agement. “It’s cataclysmic.”

ownership of the gilt market is split
roughly evenly between domestic inves-
tors, foreign investors and the BoE —
which has swallowed the lion’s share of
the extra issuance as the market
approximately trebled in size since the
global financial crisis 0f 2008-09. With
the central bank turning from buyer to
seller the onus is on the private sector, at
home and abroad, to absorb the coming
waveof bond sales.

UK-based investors may struggle to
pick up the slack. Pension funds have
traditionally dominated the longer-
term end of the gilt market. The DMO
over the pasttwo decades has catered to
the relentless demand from so-called
liability-driven investors — pension
strategies that use long-term assets to

pensioners and were atthe centre of the
autumn’s gilt market chaos. Asa result,
gilts have a much longer average matu-
rity than other major bond markets —
more than 14 years, compared with six
to eight yearsinother G7 economies.
The rapid rise in bond yields in late

LDI industry that had loaded up onlev-
eraged bets on lower rates, forcing

‘Tdon't think the market
has quite come to terms
with the scale of all of this’

Craig Inches, Royal London

investors to sell more gilts to raise cash,
creating what the BoE called a “self-
reinforcing spiral”. The central bank
‘was forced to step in and backstop the
market with £19bn of long-dated gilt
purchases, while Hunt’s borrowing
U-turn also helped to calm the market.
Now that its liquidity crisis has sub-
sided, however, the sector’s overall sol-
vency is healthier thanks to higher bond
yields, according to Daniela Russell,

could lead to a flurry of demand as DI
managers buy gilts to lock in their
improved funding position. However,
the longer-term decline of defined bene-
fit schemes — most are closed to new
members — means this source of
demand will wane, Russell said.

Officials admit that the structure of
giltissuance s likely to have to change to
reflect the retreat of an industry that
was hungry for giltsno matter the price,
with bond sales less focused on ultra-
longmaturities than they have been.

“Over the past 20 years we have had
non-economic investors buying
because they had to,” said Riddell.
“That’s been a subsidy to the UK govern-
ment, and I think it will get removed.
‘You will see the UK curvebecome more
like ne else’s”

That leaves the UK needing to court
overseas buyers like never before. Even

ing current foreign ownership lev-

els steady will require much higher
demand. If overseas investors were to
buy at the same pace in 2023 as they did
in 2022, they would absorb only 15 per
cent of gilts issued, instead of their his-
torical 30 per cent, according to Kim

Our global
feam gives you
market-moving
news and views,
24 hours a day
ft.com/markets

Hutchinson, global rates portfolioman-
ager at JPMorgan Asset Management.

Many investors argue the DMO will
have to pay for the privilege with higher
borrowing costs.

“We are in this brave new world of the
BOE determined to reverse QE,” said
Quentin Fitzsimmons, asenior portfolio
manager at US asset manager T Rowe
Price. “That means we're reliant more
thaneveron the ‘kindness of strangers’,”
he added, referring to former BoE gov-
ernor Mark Carney’s description of the
UK’s dependence on foreign capital
flows to finance its budget and current
accountdeficits.

Current UK yield levelsare not attrac-
tive to global investors, according to Fit-
zsimmons. Gilt yields briefly surged
above those on equivalent US Treasur-
ies during the recent crises. They will
probably have to do so again and settle
there for the long term in order to
attract sufficient foreign buyers, hesaid.

shifting sufficient quantities of bonds
toinvestors will also be a test of market
infrastructure. Last week there was a
gilt sale by either the DMO or the BoE
every day; a schedule set to repeat this
weel. That could become the norm as
annual issuance tops £200bn for the
next few years, according to Barclays
fixed-income strategist Moyeen Islam.

The DMO might beforced to carry out
more syndications, in which it pays
banks to place large quantities of debt
with investors, or increase the size of its
auctions, adding to market disruption
and ultimately forcing the government
to pay higher borrowing costs.

“Iwould say at the kind of numbers
we are looking at for the next few years
we areat the limits of market capacity,”
Islam said.

Inhis appearance before parliament’s
Treasury Committee in October, Sthee-
man said he was very confident of sell-
ing as many gilts as the government
required, buthe could not guarantee the
processwould always be smooth.

The coming downturn could make his
job easier, if it causes the BoE to raise
rates less aggressively, or even cut them.

“Ultimately, if we are in a recession, or
if today’s inflation turns into tomor-
row’s disinflation, demand for bonds
will emerge,” said Hutchinson

Some analysts argue that it would be
wrong to conclude from Kwarteng’s fate
that markets are allergic to large-scale
borrowing. Rather, it was the former
chancellor’s decision to fire the top civil
servant at the Treasury and publish his
budget without scrutiny from the offi-
cial watchdog that undermined confi-
dence in UK economicmanagement.

Hunt has so far been able to get away
with his borrowing plans because mar-
kets understand the reasons for them.
Ratherthan making tax cuts at a time of
high inflation, he has been forced into
jumbo gilt issuance by a miserable eco-
nomic outlook and the Treasury’s need
to compensate the BoE for losses on its
QE portfolio asinterest ratesrise.

“Numbers are certainly important,”
said Islam. “But September reminds us
that context matters and narrative mat-
tersinmarkets. Youhavetohave astory
that investors are willing to buy.”

Fixed income. Monetary policy

NZ and Australia central banks diverge in battle against inflation

‘Wellington's hawkish rate rises
contrast with Canberra’s focus
on achieving a softlanding

NIC FILDES — SYDNEY

Central bankers are not usually known
for their contrition, but sharp interest
rate rises this year have forced policy-
makersin the Antipodes to defend their

after arecord 0.75 basis point increase.

“We are sorry that New Zealanders
are being buffeted by significant shocks
and inflation is above target,” Orr said.
“As we've said before, inflation is no
one’s friend and causes economic costs.”

Yet Australia and New Zealand have
taken starkly different paths to combat
inflation. While the RBNZ has adopted
an ultra-hawkish stance to bring rising
prices to heel at any cost, the RBA
has sought out a “soft landing” in hopes

recenteffortsto curb inflation. of protecting its economy from addi-
In 2020, Philip Lowe, governor ofthe  tional shocks.
Reserve Bank of Australia, he The Pacific neighb

was unlikely to raise interest rates
before 2024. But the RBA has enacted
eight consecutive interest rate rises this
year, leaving hundreds of thousands of
mortgage holders facing much tougher
repayments thananticipated.

“I'm sorry that people listened to
what we’ve said and acted on that, and
now find themselves in a position they

ina “tricky
spot”, according to ANZ's senior econo-
mist Catherine Birch, and face similar
challenges: rampant consumer price
index growth of about 7 per cent, tight
labour markets, high levels of house-
hold debt and policymakers under pres-
sure to cool economies that have
boomed since pandemic border closur-
eswere lifted.

Barclays said that the sharp rise ref-
lected the central bank’s expectation
that a “shallow recession” was neces-
sary tosubdue inflation.

Birch said New Zealand had “out-
hawked all expectations”, and forecast
the interest rate would keep rising to
5.75 per centnext year.

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=FTA%2F202

The RBA, by contrast, remains more
sanguine, despite having lifted interest
rates 300 basis pointsin little more than
six months, reaching a decade high of
3.1percenton Tuesday.

Lowe said that further rises were
expected after the latest increase this
week, but reiterated that the RBA had

no “preset course” as it seeks to wrestle
inflation down to its 2-3 per cent target
range. The central bank is widely
expected to slow the pace of its tighten-
ingnext year.

Gareth Aird, head of Australian eco-
nomics at Commonwealth Bank, said
the RBA had bought itself flexibility to
react as inflation data emerges, and
forecast rates to peak at the bank’s next
meeting in February with another 25
‘basis pointincrease. “The path towards
achievinga softlanding for the economy
gets narrower with each additional rate
increase,” hesaid.

Australia’s need for a soft landing
reflects its high levels of household debt
— which stands at 123 per cent of gross
domestic product, among the highest in
the developed world — making the
country more vulnerable to interest rate
rises than in New Zealand, where the
figureis closeto100 per cent.

‘Wage growth is another significant

approaches in recent years. “The RBA
seems to take a more patient approach
to getting inflation back down under its
inflation targeting framework than the
RBNZ,” hesaid.

“The RBNZ [has been] a lot more
erratic over time than the RBA; it got
more dovish before and through the
pandemic, whereas the RBA likes to
keep things on an even keel,” he added.

Neither path comes without risk, as
both the RBA and RBNZ work to re-
establish their reputations. Both coun-
tries are sensitive to declining house
prices, and with mortgage stress likely
to grow as the impact of interest rate
rises weighs on household budgets, the
central banks’ strategies will come
under greater scrutiny.

Birch pointed out the RBA could find
inflation proves to be more persistent
than it has forecast, forcing it to pursue
more aggressive rate rises that might
damage the economy in 2023 when it

2%2F12%2F08&ts=20221207200725&uq=20221117085301
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The day in the markets

t you need to know

» Soft China export data hits US techs
'« Malnland and Hong Kong shares fall
® Ol price down agaln In volatile trading

‘ European gas prices head higher as chilly weather boosts demand

€ per megawatt hour

A

Chinareopening
is likely to make
itself felt swiftly

Leo Lewis

US technology stocks slipped yesterday, =00
compounding losses for the week, as 4
softening Chinese export data added fo . f b
Investors’ concerns that stalling global 250 M "k :[n lg}] \ A
economic growth would crimp demand. a‘l ets S t A
The tech-heavy Nasdaq Composite
was 0.4 per cent lower In early afternoon AA n 200
New York trading, extending Its declines vV v arkets always crave a week, Goldman Sachs strategist should be treated with caution. The
affer a strong sell-off In US equities this good storyand therelax-  Dominic Wilson attempted to answer  implied potential upside for the many
week. The benchmark S&P 500 fell 0.1 per ation of China’s zero- those, while noting that the bank’s cen-  diverse asset classes affected by China
cent. In Europe the regional Stoxx 600 fell 150 Covid policy, with the traleconomic forecast was that Chinese ~ growth differ widely. Goldman’s per-
04 per cent and London's FTSE 100 was prospect of a sustained  growth could remain very soft for the  haps unsurprising view is that Chinese
down 0.4 per cent. growth rebound, already has an excel-  next six months before accelerating and emerging market equities are
Stock markets have fallen since a A 100 lent shot at being the noisiest narrative  laterin2023. amongthe beneficiaries with the biggest
report from the Institute for Supply ,J v ' of the impending new year. Theapproach by Goldman hingeson  potential to rise. Copper and oil prices
Management on Monday showed that Iits ‘Wide-ranging relaxations outlinedby  an index produced by the bank itself  are inthe same bracket. The Australian
Index, which tracks economic activity In China’s State Council yesterday include  that tracks how markets in generalare  dollar could also be strongly affected.
the US services sector, for the T I T 50 the possibility of home quarantineand  pricing future growth in China. From But other markets could experience
30th monthn a row in November, Jun 2022 Dec dropping test requirements for public  the start of 2022, thatindex hasunder-  less welcome effects: an accelerated

unnerving investors who expect the
Federal Reserve fo slow Its Inferest rate
rises when It meets |ater this month.
Brent crude oll fell 1.7 per cent in
volatile trading to $78.03 a barrel. The

Source: Refinltiv

soft, and the volume of Russian oll
exported will remain high”

«data showing China's exports and Imports
both contracted by their biggest margins

places, adding to the picture of a nation
on the brink of two profound shifts —
one psychological, the other practical.
Markets in the US and Europe, note
commodity traders, may have underes-
timated how big these shifts could be for

gone three short phases on the rise, but.
heavily declined overall. That decline
‘was consistent, said Wilson, with major
asset markets’ steady drop in Chinese

expansion of Chinese growth might in
theory produce an amplified impact on
commodity prices, with knock-on
effects. European markets, for all of the
disruption and misery of high energy
prices, have benefited to some extent

International benchmark dropped 4 per European gas prices rose on a cold In several years. Exports In dollar terms Arguably the most

cent in the previous session fo iis lowest snap, with TTF futures up 6.2 per centto | fell 8.7 per cent vear on year fo $29ébn, pricesand inflation. EUL] from the fact that weak Chinese

level of the year, days after the Imposition | €149.75 a megawatt hour. However, the the biggest drop since the start of the The MSCI China index, which has striking feature of the demand for gas has allowed supplies to

of sweeping western sanctions on benchmark Is at less than half Its August pandemic and far above expectations of a | risenalmost19 per centin dollar terms ot 1d be th d be redirected. Speedy Chinese growth

Russla's oll exports. peak above €300 a megawatt hour. 3.5 per cent drop. Imports declined 10.6. over the past month, began pricing in TrEielEed SUISEPES may renew the supply constraints and
“Clearly, Investors are not worriad the Stocks In Hong Kong tumbled aftar per cent, the most In two and a half years. | the China reopening possibility in ear- with which it hits intensify inflationary pressure. If the

least about any potential supply shortage
that might be the result of the price cap
and the EU ban on Russlan ol sales,” said
analysts at PVM ol brokerage in London.
Roger Diwan, an oll analyst at S&P
Global Commedity Insights, sald “the
view right now Is that Chinese demand Is

data from China overshadowed Beljing’s
move fo ease Ifs stringent zero-Covid
policies, as authorities try to quell
discontent and revive the economy.
China's CSlindex slipped 0.3 per cent,
while Hong Kong's Hang Seng lost 3.2 per
cent following the release of November

The CSlindex and the Hang Seng have
nonetheless Jumped 13 per cent and 28
per cent respectively since bottoming out
In late October, as investors grew hopeful
that China would begin recpening ifs
<constrained economy earlier next year.
George Steer

Markets update

nest from mid-November. In what its

analysts described asa “big thing”, Mor-

gan Stanley this week upgraded China

to overweight for the first time in two
ears.

There are still agreat number of cave-
ats to the reopening story. Even opti-
mists guess thata version of normality
will not resume until next spring. But
the broad bullishness, despite all the
potential for upset, has come quickly,

growth expectations over the next one
to two years.

The trough, on October 31, was then
taken as a base. According to the Gold-
man index, market expectations for
China growth began torebound strongly
in November and remain on the rise
now. Given yesterday’s news, they may
surge even more strongly in coming

inflationary pressures become suffi-
ciently wide-ranging, current market
assumptions about a pause in the US
interest rate increase cycle could be in
line for review.

Arguably the most striking feature of
the marketimpact of China reopening,
though, could be the speed with whichit
hits. Market participants have seen a
rich variety of reopening processes
around theworld — from countries that

along with atentative faith that momen- ys. reversed extremely hard lockdowns to
[ | [ o ] [=] | > tumis now established. “Therenewed optimism around reo-  those that only ever imposed soft
us Eurozone Japan UK China Brazil Somestrategists, whoaccept therisk  pening through November implies that ~ restrictions. Markets may decide, as a
Stocks S&P 500 Eurofirst 300 Nikkel 225 FTSE100 Shanghal Comp spa that relaxation will be uneven and around 40 per cent of that shift has  result, that they do not need to feel their
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HELPING FINANCE GO GLOBAL
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Finance plays a critical role in building a better tomorrow. Ensuring
the flow of capital between markets and making it available where
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international finance enables financial institutions to achieve their
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News that It would be refurning more
money to Investors propelled State
Street to the fop of the S&P 500, with the
bank announcing it would be adding up
to $500mn to an earller buyback plan.

This meant that Stafe Street would
repurchase up to $15bn in sfock In the
fourth quarter, a move that underscored
“the strength of the firmvs capital position
and our confidence In our erganic growth
trajectory”, sald chief executive Ron
O'Hanley.

Another buyback, this time by Lowe’s,
lifted the home-improvement refaller,
which signed off on a $15bn progi

Acut to full-year guidance sent France's
Euroapl sharply lower. The supplier of

net sales of about €980mn and a core
profit margin of 12-13 per cent, down from
the €1bn and 14 per cent fargets stated In
September.

The revision was triggered by a
temporary suspension of a chemical
production at Its Budapest site after
Euroapl Identified some *deficiencles” In
good manufacturing practices “related to
documentation management”, It said.

The Paris-based group estimated that
this. could remain

as It reaffirmed Its full-year outlook.

Food and snack group Campbell Soup
Joined State Street near the top of the
blue-chip affer

for a few weeks.
Italy’s Brunello Cucinelli, known for Its
pricey cashmere clothes, jumped after
growth of about 28

better than expected results for Ifs fiscal
first quarter.

Earnings of $1.02 per share comfortably
beat the 88 cents that Wall Street had
expected as It passed on higher prices to
customers, allowing Campbell to
“substantlally” offset “significant

per cent this year, ahead of Its previous
estimate of 25 per cent made In October.
The upgrade came after “beautiful”
resulfs In October and November, It said.

Broker Jefferies said that this bullish
update was evidence that the upper end
of the lwxury sector remained “largely

Pharmaceuticals group GSK perched af
‘the top of the FTSE 100 Index following a
rally, alongside French peer Sanofi,
triggered by a favourable court ruling.

US district Judge Robin Rosenberg In
Florida dismissed thousands of lawsults
«claiming that heartburn drug Zanfac,
which has been sold by GSK, caused
cancer.

Russ Mould, Investment director af AJ
Bell, sald the judgment would allow
Investors to focus on the “Improvements
In GSK’s underlying performance and the
fact It Is now a leaner and more efficlent
‘operation thanks to the spin-off of its
«consumer health division” Haleon, which
also rose.

Greetings card group Moonplg sank
affer warning that frading conditions had
become “progressively more challenging
‘through October and November”, hit by
Royal Mall strikes and consumers buying
«cheaper gifts. This led Moonpig o lower
Its revenue forecast, expecting sales of
£320mn for the year ending April against
£350mn projected in Ju
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ARTS

Sarah
Hemming

mma Corrin’s Orlando rises
from a rumpled bed, dressed
inasilky shirt, stretches with
the coltish ease of youth and
asks, “Whoam 17"

It’s a question that will ripple on
through Orlando’s extraordinary life
and through theaction of Neil Bartlett’s
play, as this elusive character dances
acrossseveral centuries insearchof love
and understanding, while their creator,
Virginia Woolf, watches on in a state of
giddy, love-struckamazement.

Bartlett’s affectionate, witty stage
adaptation of Woolf’s groundbreaking
1928 novel is in part a celebration of the
freedom of invention and a tribute to
the daring of the original. His version
features multiple Virginias who impro-
vise the story between them on the
nearly bare stage, approaching Orlando
with a mix of solicitude and awe, dazed
and delighted at what their imagination
hasunleashed.

Their young nobleman begins the
story as an Elizabethan teenager, strug-
gling to compress his horniness into
blank verse, who engages in a doomed
love affair in Jacobean times and lives it
up as an ambassador to Constantinople,
when, in a handbrake-turn to the plot,
“he” becomes a “she” and is plunged
into a bewildering world of skirts, curt-
sies and the restricted lot of women. “I
don’t seem able to feel my brain,”
Orlando laments as the Victorian era
confines hertoabed.

The novel brilliantly smuggles politi-
cal critique and deft exploration of both

Freedom of invention

nation of theatre dresser, eternal serv-
ant and narrative ringmaster, played
with wonderful unflappability by Debe-
rah Findlay — plucks the fashions of

1t’s a neat move that underscores the
role of clothes in the construction of
identity — both onstage and off. Mean-
‘while, the various Virginias cast off their

At its heart, however, is a laminous
performance from Corrin (who is non-
binary and uses they/them pronouns).
Corrin’s charismatic Orlando responds

play. And Dyer’s staging makes it plain
that the story unfolds in a deeply preju-
diced society — both racist and misogy-
nist — which plays into Iago’s success.
Terera opens theaction with a display of
military athleticism that shows why the
army accepted him. But the ugly public
response to his marriage to Desdemona
reveals the prejudices. When the two
kiss, those watching recoil; when Oth-
ello extends his hand to his officers, they
ignoreit. Amoblurks on the steps.

In this culture Iago can prosper, and
Paul Hilton’s pale, pinched anti-hero
has the look of a Mosley blackshirt and
the logic of a man corroded by hate —a.
man who delights in stoking others”
fears and biases. Terera brings a feline
quality to his Othello: graceful, strong,
watchful. But beneath his composure
and delight in Desdemona’s love is in-
security, which Hilton’s Iago unpacks.

The heart of Dyer’s staging sits with
the two women. Rosy McEwen's bright,
clear-eyed Desdemona meets Othello’s
public humiliation of her with defiant
outrage: this is a woman who has had
the courage to defy the prejudices of her
father and society. Tanya Franks’s
Emilia, whose bruised cheek and cowed
demeanour speak of the violence she
suffers at the hands of her husband,
Iago, is magnificent as she speaks out to
condemn him. Forget military might,
forget medals: it is their bravery that
holds thestage.

1k

Rosie Graham as Princess Rose in
fairy-tale retelling “‘Hex’ — sohanPersson

Ronder robustly interrogates many of
thedubiousfairytale mores. Butaddina
baby-eating ogress, Queenie, and her
half-human son, who will go on to res-
cue Rose, and it all begins to get a bit
complicated and macabre, as we switch
from an amusingly yobbish Thorn
chorus to grisly scenes of eviscerating
animals. Vegan Christmas anyone?
Fairy tales are often macabre, testing
out our fears, and this show embraces
that together with a positive message of
acceptance. 1t’s dusted with neat jokes
and insights (notleast about parenting).
But it also feels overloaded and keeps.

To January 21,

Finally to a character whose identity is
firmly fixed in the minds of many: the
Bad Fairy in Sleeping Beauty. Buthas she
en misunderstood? That’s the ques-
tion Tanya Ronder’s musical Hex sets.
out toanswer asit gives the famous fairy
tale a good shake. Our Fairy here is no
wicked sprite, but an outcast who can’t
fly, with theresult that she has been left
‘behind by the HighFairies who descend
from the heavens to cast scorn. Sum-
moned to the palace by the King and
Queen, ext d by their sleeples:

sexual and gender identity into a capri-  eacheratodress heryoung charge. sensible cardigans to take on the restof ~ with mild bemusement to the idiosyn-
cious time-travelling fantasy. Bartlett the characters: Elizabeth I totters in  crasies of each age. They also seem to
and director Michael Grandage meet with a blaze of glory; Restoration dan-  grow in presence, as f: the
that invention with some of their own, ~ Orlando diestraverse the stage, rapt by theirown  story’s experience and the complex
shifting the arena of creativity and  Garrick Theatre, London ‘witty discourse. wealth of self it proposes, and there’s a
transformation from page to stage, k¥ The whole show has a mischievous lovely, frank openness with which they
where a switch of hat can indicate a new touch and there’s a warmth to it that  finally step into the present and repeat
century and where a Shakespearean  Othello stares down toxic discoursearound gen-  thatquestion:whoam1?
heroine can pop on a pair of breeches  Lyttelton Theatre, London der identity. It is held back, however, by  To February2s,
and grabsomeagency. Fkdok its. brevity, il ickly through i de

Bartlett’s script merrily borrows from d thau.hzyhave little time
dozens of writers, including Shake- Hex to breathe. At less than 90 minutes it The question of identity also ripples
speare and Wilde; Peter McKintosh’s  Olivier Theatre, London feels too slight: it could easily extend through Othello — with grave conse-
design features trunks and clothes-rails ~ *&k## and allow scenes, relationships and  quences. Clint Dyer’s stark new produc-

from which Mrs Grimsditch — a combi-

issues to blossom more. tion for the National Theatre greets you
with a sternly monochrome world.

Huge grey steps dominate Chloe Lam-
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ford’s 1930s-inflected set; the actors
wear all black. The only splashes of col-
our are the crimson of blood and the
scarletofflamingtorches.

Butthisisa black and white world on
a more insidious level. Giles Terera’s
Othellois the only black actor in a white
cast, foregrounding the racism in the

In partnership with

baby, she casts a spell on Princess Rose
by mistake and spends the rest of the
action trying tomake amends.

Outrage: Giles Terera and Rosy McEwen as Othello and Desdemona — wyen seffers

tack. The songs too (music by
Jim Fortune, lyrics by Rufus Norris, who
alsodirects) aremixed.

It's at its best when witty — a lovely,
funny, Sondheim-like number catches
the awkward attraction of the young
Rose (Rosie Graham) and Bert (Michael
Elcock), who refuse to conform to
stereotype and light up every scene they
arein. LisaLambe as Fairy and Victoria
Hamilton-Barritt as Queenie are both
terrific, filling the Olivier with huge-
hearted song. Katrina Lindsay’s Gothic
design is gorgeous and the whole thing is
powered by innovation and ambition.
But, like so many fairy-tale characters,
itgets abitlostin the woods.

To January 14, nationaltheatre.org.uk

FTED AND

UPSTREAM

PETER ASPDEN

OF LIVING CRISIS

11973, the BEC broadcast an epi-

There is, inthose of a certain age, akind
of mourning for the decline of the
public intellectual on TV, and it is
mostly misguided.

There is no shortage of capable pre-
senters, nor subjects. David Olusogaand
Mary Beard, together with Schama,

d the more sophisticated, and

sode of The Ascent of Man, aserieson
the history of science written and
presented by the academic Jacob
Bronowski, a scene from which is
commonly considered to be among the
greatest moments of British, or any
other, television. The episode concerns
the quest of scientists for absolute
k and it ends with ki
walkingin the grounds of Auschwitz.

In an unrehearsed take lasting more
than two minutes, he walks towards a
pond, delivering his account of what can
happen when humankind “aspires to
thelmowledge of gods™. He pauses at the
the pond, and then steps in. He bends
down and picks up a handful of mud,
representing the ashes of the millions
who died in the camps. “We have to
close the distance between the push-
button order and the human act,” he
says as the film goes into slow-motion.
“We have to touch people.”

1 was reminded of the sequence
watching the first episode of Simon
Schama’s History of Now, as Schama
stands on the Prague balcony where
Véclav Havel addressed the protesters
0f1989’s Velvet Revolution. Not for any
historical parallels, but for the way the
presenter, visibly moved by his discuss-
sion, seems to go off-script. “Between
us,” Schama says to the camera, like a
privateaside, “that is why I am so upset
by what is happening right now with
Ukraine.” Hemoves, as Bronowskidoes,
from the particular to the general in his
conclusion: “We cannot afford the liqui-
dation of democracy.”

TV intellectuals are employed for
their knowledge, and in anage of tin-pot
posturing and huckster editorialising,
that]s welmme Butin Lhese cases, itis

00 GMT
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long-overdue, revisiting of Kenneth
Clark’s Civilisation, the new project’s the-
sisneatly summarised by the addition of
an “s” inthe original’stitle. And we have
never been better served for TV history,
from the sparklingly intelligent Lucy
‘Worsley on the BEC, to the sharp-witted

Slick editing and hours
spent on autocue
training can suck the life
out of a subject

presenters of the History Hit channel
‘who combine d y skills with

When TV intellectuals are given free rein

the one-to-one talking head interview, a
format which has fallen heavily out of
fashion. But Bronowski’s grave one-
hour appearance on the Michael Par-
kinson show in 1974 to promote his
series ranks among that interviewer’s
most memorable occasions.

watch clips of Gore Vidal and Nor-
man Mailer back in the day hammering
itout on The Dick Cavett Show, toobserve
how some intellectuals, at least, would
rather be pummelling each other in a
boxing ring than swapping snark. It is
hard to imagine the present-day equiva-
lents — who are they? — of either of
these ripping up our Saturday nights.

It was a different age, The postwar
ascent of TV coincided with some of the
most dramatic social upheavals ever
seen, and their chroniclers talked to
hungry audiences that were deprived of
better things to do. But it is important,
in the TikTok and Twitter era, not
to give up. We need to hear experts, and,
yes, | mhe]lemlals — abroader spread of

ls — more than ever. They

effortless short-form savvy.
But it is the expertise oftodafs i
s that:

know of what they speak. But they
do not need to be polished to pristine

against them. Slick editing,

dition. Letthem be raw, fleet-footed,

photography and hours spent on auto-
cue training can suck the life out of a
subject. They make for “better” TV, but
not necessarily better viewing.

Nothing makes for simpler TV than

dictable. Bring the
back to exposition. And keep the
camerarunning.

‘Simon Schama’s History of Now’ is on
BEC2 on Sunday af 9pm and iPlayer now
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As the cost of living crisis spreads, more women are being forced into prostitution to pay the bills. But the
economic outlook is also reducing demand, creating a dangerous environment as they take more risks.
By Alexandra Heal and Anna Gross

iffany smoothed her hair in
the bathroom mirror and
took off her wedding ring.
Little knots were tightening
inher stomach.

The former civil servant climbed into
the car next to her husband, who
dropped her off near a plush hotel in
Cardiff. she slipped into the hotel bar,
weaving through the hum of conversa-
tion and piano music, and spotted the
man she had been messaging. He too
appeared nervous.

She left the hotel later that evening
feelingrelieved. “Ifelt proud that 'm able
to sort us out . . . and keep a roof over
our heads,” she says. “I'm doing this for
my family, my house and my husband.”

Tiffany is one of a wave of women
who, driven in part by the darkening UK
economic outlook, are starting or
returning to sexwork this year, a finding
drawn out of Financial Times inter-
views with 23 sex workers, as well as 14
charities and advocacy groups in cities
including Manchester, Sheffield, Liver-
pool, Leicester, Wolverhampton and
London.

There are many reasons that people
start selling sex, from the desire to
secure financial independence to
exploitation by criminal gangs. But
there is also a more straightforward
explanation: with inflation at 11 per
cent, the country appears to be entering
a prolonged recession, cementing a cost
of living crisis that has households
braced for severe hardship.

At a time when more women appear
to be selling sex, this economic outlook
is also reducing demand, creating a
more dangerous environment for those
workingin the sector as they take more
risks to make-ends meet. This is some-
thing felt by those who work indoors,
from home o hotels with often wealth-
ier customers, as well as women who
solicit on the street.

The increase in women turningto sex
worlis adding new urgency to the polit-
ical debate in the UK over how it is
policed.

Campaigners say it is more important
than ever to review laws thatgovern the
industry, although there is a split
between those who want to fully
decriminalise it and those who want to
outlaw the buying of sex. They all argue
that sex work is a part of society that
cannot be quietly ignored: the ONS esti-
mates it contributed £4.7bn to GDP in
2021, while one in 10men in Britain say
theyhave paid for sex.

Economic pressure

Tiffany first dabbled in sex work six
years ago to pay off a credit card bill.
When she was later made redundant
from the civil service, she lived off her
husband’s tradesman income until pan-
demic lockdowns shut his workshop. A
severe deterioration in his mental
health this year means he is unable to
work. Tiffany, who is in her thirties, is
his full-time carer.

soaring energy and food bills com-
bined with debt repayments outgrew
the couple’s benefit payments, she says.
And with interest rates rising, Tiffany is
anxious about their fixed-term mort-
gagedeal comingtoan end.

By September, Tiffany felt sex work
was the only way she could earn enough
to cover costs while maintaining flexi-
bility for her caring responsibilities. She
earns about £1,000 per week, which she
says she has declared to HMRC, so the
couple’s universal credit payments are
due to stop. Sex work is “not anyone’s
dream job”, she says, adding: “I'm happy
doing it to support us financially and
thenI'llstop.”

Five ofthe 23 sexworkersinterviewed
say they returned to the sector in 2022
after years away from it and that rising
living costs wholly or partly influenced
their move. It is widely accepted that
mostsex workers are women, although
male sex work has risen in recent years
with the rise of casual selling on plat-
forms such as Grindr and Instagram.

ARFT analysis ofall 21,000 UK escort
profiles on the prominent site Adult-
work.com suggests three times as many
people joined this year asin 2019. It is
unclear if this reflects existing sex work-
ers shifting to online advertising, or an
increase in the overall numbers, esti-
mated in a 2015 study to be around
73,000.

But Leanne Harper, who runs the
Changing Lives sex worker outreach
Pproject in Wolverhampton, has seen a
“dramatic increase” this year in local
online advertisingalongside a sharp rise
in people returning or starting to sellon
the street.

The English Collective of Prostitutes,
whmh works mostly with mehel and

A semi-deserted
part of sheffield,
typical of the
areas into which
sex workers
havebeen
forced. Below:
Rosie Peers, left,
manager at
Sheffield
‘Working
Women's
Opportunities
Project, and
Beth Webster, a
crisis support
worker, in the
charity’s
outreach van

in one of the
city’s red light
districts

Domiric Lipinsk/FT

‘Tfelt proud
that I'm able
tosortus
out...and
keep aroof
over our
heads. T'm
doing this
for my
family, my
houseand
my husband’

outreach vehicle and drop-in clinic were
accessed 369 times from July to Septem-
ber this year, up from 198 times in the
same quarter in 2019. While those
involved in sex work represent a cross-
section of society and circumstances,
many of the women accessing the Shef-
field service struggle with substance
abuse or homelessness. Some are fund-
ing the habits of their partners as well as
their own.

“We’re seeing women who haven’t
accessed the service for 10-plus years,”
says Rosie Peers, the charity’s project
manager. “A lot of them have actually
managed to get themselves clean and
they’re going back out because they need
to pay the gas bill . . . The sad reality is
once they return, the chances of exiting
again are very slim and . .. they’re
likely tostart using [drugs] again.”

There were 310 new people using
services at Manchester Action on Street
Health, which serves a similar demo-
graphic, in the 12 months to September
2022, compared with 179 in 2019-20.
Outreach workers at the charity say
women are being unusually clear that
they are working to pay bills, rather
than toscore drugs.

Increased dangers

Sheffield’s street sex industry ticks
along in what feels like the city’s indus-
trial backyard. Lorry drivers, some of
whom are regular punters, sit parked up
in the dark. The sex workers have in
recent years been pushed toa few lonely
back lanes with the arrival of student
accommodation and warehouse-style
restaurants.

The perils of street work have started
to feel more acute. Street workers
always take payment beforehand, but
women say punters are trying more
often than usual to steal the cash back
afterwards, leading to violent disputes.
Anoticeboard at the Manchester Action
onStreet Health drop-in clinicdescribes

‘Nine women who have long-term expe-
rience of sex work say demand is drop-
ping, forcing them to reduce their rates
to attract or keep clients.

Jodie, 52, who spoke from the Shef-
field drop-in clinic, first started selling
sex in a sauna 30 years ago to support
her children, but ended up working on
the streets and using drugs to dull her
awareness of it. She no longer uses drugs
but sees regulars at home to boost her
monthly £200 universal credit pay-
ments. “They’vebeentrying to drop the
price, but T don’t mind because they’re
struggling as much as I am,” she says
of her long-term clients, whom she con-
siders “friends with benefits”. In Shef-
field, the women say the going rate per
client is as little as £10-: £]5 duwnfmm
£20-£30 beforet

ing to survive?” says Niki Adams, a
spokesperson for the English Collective
of Prostitutes. “Decriminalisation is
needed because it’s been proven to
improve thesafety and even the health
and welfare of sex workers. And that’s
really crucial at this moment in time
when so many more women are being
forced into prostitution because of the
costofliving crisis”

In 2016, the UK parliament’s home
affairs select committee found in an
inquiry into prostitution laws that sex
workers faced “considerable risk” by
worki Itfound no evid hat
the criminalisation of soliciting was
reducing demand, though it did appear
to increase women’s exposure to abuse
and violence by pushing their activities

Other women say the men — embold-
ened by their newfound market power

—are b more d ding, for

Thereport recommended that “at the
earliest opportunity, the Home Office
h isting legislation so that solic-

example, pushing for unprotected oral
andanalsex.

“Clients feel like they can try it on
because they must know girls are hard
up,” says Sue, a brothel worker based in
Peterborough. “Violent men take that
as a green light because they think

£4.7bn 1010

Contributionofsex Number of
worktoUKGDPIn Britishmenwho
20zlaccordingto | saytheyhavepaid
the ONS forsex

‘women can't refuse, and lots of the time
‘we can’t.”

Indoor escorts like Tiffany say their
clients have been less affected by the
cost of living crisis, but some are feeling
its impact. Two escorts say they have
turned to new forms of sex work or
accepted clients they feel uncomfort-
able with to maintain their incomes as
demand has dropped.

Audrey Carad: k

the men behind three attempted pay-
ment thefts in the past few months,
one of which, a report says, ended in
analra

“They’re being more full on and
aggressive. A few have taken my phone
instead of money and said, “Either give
me the phone orget raped’,” says Jade, a
Sheffiel dstreet worker in her twenties.

Those interviewed say the bleak eco-
nomic backdrop is contributing to a
more dangerous working environment.

for United Sex Workers, says she was
working independently at home but
joined a brothel in the past few months
to secure work. She sees eight to 10 cli-
ents in the brothel to earn the same
amount seeing three clients at home.
When her dlient base shrank during the
pandemic she took on riskier clients,
including one saved in her phone as
“avoid, avoid” and others who tried to
push for services such as strangling. She
fearsit could come to that againscon.

Calls to decriminalise

Several campaign groups say the
solution is to abandon laws that they
believe make consensual sex work more
dangerous.

In the UK, the exchange of sex for
money is nnt illegal, bllt most of Lhe

iting is no longer an offence” and to
update brothel-keeping legislation to
allow independent sex workers to share
premises.

Many sex workers agree this would
better protect them and make it easier
to report violent clients to the police
without fear of prosecution.

Michelle, a 38-year-old indoor escort
based in the north of England, recently
worked alongside two friends in a
rented apartment, charging them £50 a
day to cover costs, including a security
guard. Then police came to the flat and
warned her that the arrangement was
classed as a brothel and thusillegal. A
week after the women returned to
working alone, one was attacked and
had aknife held to her throat.

“All the girls were in the same kind of
place as me. We've got kids, we need to
work,” says Michelle, whose husband
lost hisjobat the start of 2020. “We were
thereto look out for each other . . . If [a
girl’s] by herself, she could get raped or
killed.”

In 2003, New Zealand decriminalised
all sex work and started regulating the
industry. When the government
reviewed the policy in 2008, it found no
evidence thatit increased the numberof
people in the industry. Instead, it
improved sex workers’ ability to refuse
particular clients, increased trust in the
police and led to improvements in
employment conditions. Belgium cop-
ied the model this year.

But for many, legalising the purchase
of sex is tantamount to condoning
exploitation and the sale of women’s
bodies. “T don’t think women should
be criminalised, but 1 do believe men
should be criminalised for buying sex,”
says Julie Swede, who was trafficked
bya pimp around the UK from the age

They've
been trying
todrop the
price, butI
don't mind
because
theyre
struggling
asmuch
asTan'

‘All the girls
were in the
same kind
of place as
me. We've
gotkids,
we need
towork’

purchase of sex would make it harder
for the police to identify women who
have been trafficked.

In 2018, the UK all-party parliamen-
tary group on prostitution argued in
favour of the Nordic model, saying it
would tackle exploitation by taking on
organised crime groups that recruit
women into the sex trade. Versions of
this framework have been adopted in
Norway, Ireland, France and Northern
Ireland, amongothers.

In reality, sex work in the UK is
policed in very different ways, depend-
ing on the location. Data obtained via
freedom of information requests show
that local police forces take contrasting
approaches toenforcinglegislation.

‘Avonand Somerset Police, which cov-
ers Bristol, seems to focus its efforts on
buyers of sex or “Ikerb crawlers”, having
issued 346 arrests, cautionsand charges
combined forsoliciting to buy in the five
years to 2022 and less than 10 for other
prostitution offences. The force says its
focus is on safeguarding vulnerable
individuals and that it works with men
who solicit for sex in public to change
their behaviour.

By contrast, the similarly urban Mer-
seyside Police has issued 66 arrests, cau-
tions and charges combined for street
selling, compared to 17 for kerb crawl-
ing, for example. In a statement, the
force saysits focus is protecting vulnera-
ble people, differentiating between sex
work and exploitation. Since 2020 it has
only madetwo arrests of sex workers.
Online safety bill
Tensions in the legal debate over sex
work may become even more stark. The
online safety bill currently making its
way through parliament could oblige
tech companim to remove any “incite-
ment” to prostitution “for gain” on their
platforms, with the goal of taddmg Sex-
ual exploitation and

But campaigners say this could limit
consenting sex workers’ ability to
advertise online and drive them into
riskier situations if tech platforms like
Twitter and Vivastreet purge advertise-
mentsasa defensive measure.

The government says the bill is not
designed to make tech platforms take
down legal content but posts and adver-
tisements that relate to criminal exploi-
tation, given that “controlling” and
“inciting” prostitution “for gain” are
already illegal under UK law.

However, advocates of both full
decriminalisation and the Nordic model
say that most women who are not being
exploited enter sex work as a survival
strategy. Any government policy look-
ing to reduce the scale of the industry
would first have to tackle women’s eco-
nommha[dshlp,theysay
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‘Without fear and without favour*

DeSantis’s war on woke puts BlackRock on the frontline

ft.com/opinion

Florida has become the
latest Republican state
to target ESG investing

Woke Inc is under attack. Battle lines
have been drawn in America’s latest
culture war, with Ron DeSantis,
Florida’s governor, its general. His
most recent salvo against what he
describesas “woke capitalism” was fired
against BlackRock, the world’s biggest
money manager. Its provocation was to
invest at least some of its $8tn assets
under management according to envi-
ronmental, social and governance
(ESG) principles and to tell companies
to think about climate risk. This,
according to Desantis and Florida’s
chief financial officer, flouts Black-
Rock’s fiduciary duty to prioritise
returns above all else. Yet to try to tell a

. ispurportstoberally c

Florida pledged this month to pull as
much as $2bn in long-term securities
and short-term funds from BlackRock.
Desantis already led a resolution to stop
the state’s pension funds from consider-
ing ESG when investing workers’ retire-
ment savings. The move follows his
attacks against other big businesses
he deems too progressive, including
Disney’s stance on LGBTQ issues —
‘which cost the company; at least tempo-
rarily, its ability to run its own private
government around its Orlando theme
park. This playbook underscores why
DeSantis is emerging as the great new
hope of the Republican right, and why
the odds are narrowing that he may beat
Donald Trump to the party’s nomina-
tion for president. Desantis possesses all
of Trump’s prowess for tub-thumping
politicking with littleofhis baggage.

Bul Flonda is merely following other
About $1bn has been

fund manager which it can
and cannot invest in is to politicise
business decisions in just the way

wnlhdrawn from BlackRock by red
states that argue ESG harms their econ-

omies and state pensions. Attorneys-
general from 19 Republican states have
targeted BlackRock for prioritising
“activism” over fiduciary duty to their
state pension funds.

The moves are pure political theatre.
Regardless, for BlackRock, they have
created a policy nightmare and a patch-
work of liability across the US, let alone
the rest of the world. There are signs
that such posturing is having its desired
effect. Vanguard, a rival to BlackRock,
announced yesterday that it is leaving
the financial alliance that aims to tackle
climate change and which has attracted
Republican ire.

Financially, the moves risk harming
the ordinary working people that
DeSantis and the 19 state attorneys-
general claim to be fighting for. If pen-
sion funds have to sell their holdings
to exit BlackRock during the current
downturn in the market, that will
only lock in losses for pension holders.
States could face lawsuits if pension
holders tooka hit.

BlackRock isanatural target, notonly
due toits sheer size — it manages five of
the top 20 US sustainable funds — but
also because of the outspokenness of its
founder, Larry Fink, on climate change;
something that has made enemiesin oil-
heavy states such as Texas. Yet Black-
Rock’s ESG credentials have been ques-
tioned by the other end of the political
spectrum for not going far enough.
some of its strategies allow for invest-
ment in fossil fuel companies asa way to
further the transition to cleaner energy.

There are obvious issues with ESG,
which has grown to be a $40tn industry
where greenwashing and other cynical
practices have emerged. But sustainable
investing’s tension with money manag-
ers’ fiduciary duty is less clear cut.
BlackRock argues that ignoring climate
change risks investments over the long
term. It isan argument that may need to
be settled in court. Until then, in the
manufactured war between big busi-
ness and politics, it is ordinary pension
holderswhoare caught inthe crossfire.

Society

Does no one feel
shame anymore?

oIt

Ben Hickey

Jemima
Kelly

am Bankman-Fried has
seemed verykeen to getone
thing across in the media
blitzhe embarked upon last
week. It’s not so much about
owning up to having done anything
unethical or unlawful (or not “know-
ingly” anyway); it's more that he
wants us to know he finds himself ina

particularly fonal
state: embarrassment.
“A mistake that I feel pretty embar-

rassed to have made [is that] I sub-
stantially underestimated what the
scale of a market crash could look
like,” the former chief executive of col-
lapsed crypto exchange FTX told jour-
nalist Andrew Ross Sorkin in a live-
streamed interview from the Baha-
mas. “I had embarrassingly little
knowledge about what was going on,”
he told crypto podcast The Block. “T
was incorrect on Alameda’s balances

on FTX by a fairly large number and
[an] embarrassingly large one,” he
told YouTuber Tiffany Fong.

Now, if one were to be ungenerous,
one might point out that it is rather
surprising for someone who is feeling
so embarrassed to decide to go on
quite such an extensive media tour,
especially given that his lawyers had
advised againstit. But such a devastat-
ing fall from grace might bruise the
ego. This is a man, after all, who was
happily posing on magazine covers
while being dubbed “the next Warren
Buffett” as recently as August.

T’m not sure, however, whether feel-
ing embarrassed quite cuts the moral
mustard when we are talking about as
much as $8bn having gone missing, as
many as lmn creditors having lost
their money, and a collapsed $32bn
crypto empire being investigated by
criminal prosecutors for alleged fraud
ona vastscale (which Bankman-Fried
denies).

One emotion that I have not seen
Bankman Frled Talkmg ab nut is

that we have done something morally
wrongor reprehensible.
Bankman-Fried’s feelings of embar-
rassment are worries about image
rather than wrongdoing, and are
therefore morally neutral. If he were
talking about feeling ashamed, this
would indicate he was taking some
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Ghana’s plan to swap gold for oil has implications for the dollar

David Pilling highlights clearly the mining companies to sell 20 per cent of
inadequate measures Ghana's their stocks of refined gold to the
government is enacting to shore up its gmlernmenl [mm January 2023,
finances (“Ghana’s rude as h for the

tide of cheap money recedes”, Opinion,
December 2).

As he suggests, the country finds
itself in the classic emerging market
trap — owing too much in someone

coumry s own depreclated currency. It
appears that the plan is to use bullion
as a means of payment for oil imports.
One ought not to infer too much
from one small country getting creative

assets with a more conventional recent data from the World Gold

process of fiscal retrenct of the Council ing that the third

sort that would gain IMF approval. quarter of 2022 saw the highest level of
1f however Ghana's problems are gold purchases in decades by global

reflective of a wider issue of global central banks, one wonders if this

dollar reliance, it is interesting in itself
that Ghana is looking at a gold-for-oil
swap to helpits economy, since this
suggests that gold is being used for its

portends moves afoot in the world, if
not to replace the dollar as the world’s
reserve currency, at least to chip away
at its dominance at the fringes, with all

kind of moral y for what
hehasdone.

Instead, his claims of embarrass-
ment are simply a kind of emotional
virtue-signalling, without any of the
heavy moral baggage that comes with
taking accountability.

“Shame is connected with a sense
that what one does, or did, or what
one is . . . threatens the values that
one is attached to,” Fabrice Teroni,
professor of philosophy at the Univ-
ersity of Geneva and co-author of
In Defense of Shame, tells me. “Embar-
rassment comes out as a more super-
ficial emotion, and definitely not a
moral emotion.”

Not only does Bankman-Fried
appear to be lacking in shame; he
seems almost contemptuous towards
those who feel complex moral emo-
tions. In some leaked Twitter mes-
sages between him and Vox journalist
Kelsey Piper, he criticises former col-
leagues: “Gary is scared, Nishad is
ashamed and guilty”. He also tells
Piper that those overseeing FTX’s
bankruptcy proceedings are “trying to
burn itall to the ground out of shame”.
Luckily for his own conscience, “the
world is never so blaclcand white”.

Shame got a bad rap in recent years
— the philosopher Martha Nussbaum,
for instance, has argued that itis a
“primitive” emotion that is about the
“desire to hide from our humanity”,
and that it “impedes the moral
progress of society”. And indeed, the
kind of shame that we feel for things
that are beyond our control doesn’t
seem either healthy or helpful.

But Teroni argues that even when
wefeelshame about things that we are
not responsible for, that does not
mean that the emotion itself is nega-
tive; rather, it might help us focus on
the sorts of values that we should
adopt.

An utter lack of shame seems to
have been what led to the spectacular
collapse of FTX. Had Bankman-Fried
felt that there was more than his own
image at stake, would he have
behaved quite so recklessly?

While the shamelessness of the
crypto world might be particularly
brazen, the problem goes deeper
than that. With the decline of religion,
ithas beoome more dlfﬁcull. to agree

else’s currency when the global ‘with money (the same could be said for | money-like qualities in a way that has the geopolitical implications that
economic tide turns. El Salvador and its recent adoption of seemed unfashionable for much of the | comes with this.

Another policy which the country is bitcoin as a reserve asset), nor to past 50 years. Charles Crowson
about to employ is ordering large-scale | confuse the confiscation of private ‘When one looks at this in the lightof | London W3, UK
Britain derives its freedom | g,.x Zahawi’s comments show | Why Ukraine should be
from English common law an ignorance of history wary of negotiations
Your letter writer Robert Bray, a 1find it astonishing that a leading Nato secretary-general Jens Stoltenberg
former head of the secretariatof the Conservative politician would suggest. is right in stating that the conditions
European parliament’s legal affairs that industrial action by UK healthcare | necessary for peace talks are not.
committee (“The dismal reality of workers is helping Vladimir Putin currently there. However why would
Brexit is eroding the constitution”, (Report, FT.com, December 4). Ukraine want to negotiate with
December 5) thinks that in the UK the Thave to wonder if Nadhim Zahawi, | Vladimir Putin, aman accused of
Human Rights Act and the European the Tory party chair, has any committing war crimes within
Convention are “the people’s understanding of British history. Ukraine’s sovereign territory, and

ion against overweening and someone should tell him that the NHS whose war has set Ukraine back

arbltrary executive power”, owed its birth to serious people who decades (“Nato chief says conditions

Far from it. The people’s protection
derives from our ancient common law.
None of Magna Carta, the Habeas
Corpus Acts of 1679 and 1816, the Bill
of Rights of 1689 and the 1701 Act of
Settlement created fundamental rights:
they declared and recognised existing
common law rights (and the Habeas
Corpus Acts supplemented the
protection of the common law writ of
habeas corpus).

The notion that written instruments,
per se, are any “people’s protection” is
belied by a cursory review of the legal
and constitutional history of European
nation states, not to mention Article 35
of the constitution of the People’s
Republic of China (1982) which states
that “citizens of the People’s Republic

“1’D MISS THE PuRSUIT
OF HAPPINESS "

of China enjoy freedom of speech, of

the press, of assembly, of association, of

procession, and of demonstration.”
Liberty, in England’s case, springs

from the law of the land. Our rickety,

largely unwritten constitution has not

done too badly.

Marke Raines

Raines & Co, London EC3, UK

included a former social worker who
served as an infantry officer in the first
world war, and a former trade union
leader who served in Winston
Churchill’s “war cabinet” in the second
world war. And these two men, Prime
Minister Clement Attlee and furel,q;n
secretary Ernest Bevin, were ab:

for peacein Ukraine ‘not there now™,
Report, FT.com, December 7)2
Conversely who can expect Putin, a
man who considers the fall of the USSR
the “greatest geopolitical catastrophe”
of the 20th century, to accept that he
doesn l have the right to occupy those

dent states.

critical to the creation of Nato. Their
Labour colleague, the health minister,
Aneurin Bevan, is usually credited with
the creation of the NHS.

Avibrant NHS and a determined
Nato are vital to Britain today just as
they were decades ago. What Britain
does notneed is more ill-informed
commentary from politicians.

John Harker
Lunenburg, NS, Canada

The west’s failure to intervene back
in 2014 during Russia’s illegal
annexation of Crimea is reminiscent of
those urging the appeasement of Hitler
before the second world war. Then, as
now, appeasement was only the start of
further tragedy.

Elisabeth Gores

Second Year Geography Student
Newcastle University

Newcastle upon Tyne, UK

ASIA

Zero-Covid
has hewn
China into
separate

Sfiefdoms

ast month, a guest speaker

at a lecture series in

shanghai was due to give a

talk on tourism within and

beyond China, which has
been crippled by years of pandemic
restrictions. But when the day arrived,
the lecture was cancelled. The reason?
The speaker had himself been
travelling. The then rules blocked
anyone who had recently returned to
Shanghai from attending public places
for five days, to limit the risk of a
Covid outbreak.

Popular discontent over the zero-
Covid policy spilled over in late
November, spreading across the
country. Since then, the government
has unveiled a sweeping nationwide
relaxation of the rules amid outbreaks
in several of its biggest cities. But what
may have been less obvious to the
outside world is that physically
‘moving between those cities has
become harder than it has been for
decades — and the problem is unlikely
to disappear overnight.

In the early stages of the pandemic,
the government’s attempts to
eliminate the virus constrained travel
between China and the rest of the
world. Later on, that applied to travel
within the country itself. The
Shandml IIavel ml- (whlch were |

‘years involved myriad risk
calculations, such as those of
unplanned quarantine and hiccups in
the digital testing system.

Like the recent protests, the
restrictions invoked decades-old
memories of China when individual
cities were either open or shut to
outsiders and movement between
them strictly controlled. Zero-Covid
policy effectively divided the country
into a series of fiefdoms. Each city or
province has discretion to interpret
centrally mandated rules. These may
now point towards a reopening but for
‘years they have incentivised each
official to limit an outbreak within
their territory.

In bars and coffee shops across
shanghai, travel nightmares are one of
the richest and most frequent topics of
conversation. Itis rare to hear of a trip
thatdid notresult in some previousty
unimagined disruption. China
maintained its zero-Covid system
through mass testing. Citizens who
tested negative obtained a green code
required to board public transport
and enter buildings.

Even though testing has been
relaxed, travellers may still risk being
tarnished by association with an
outbreak. Earlier fears of soaring

mfechn rafm in the rest, of T.he world

Guangzhou, one of the sites of the
latest outbreak, visited Shanghai for
the country’s biggest import fairlast
month. But when they arrived, they
were quarantined by their hotel for
several days. By the time they got out,
the fair had ended. It can be hard to
assess the risks, One traveller from
Shanghai was staying last week ata
hotel in Shaoxing, Zhejiang province.
She had to leave when it was suddenly
transformed into a quarantine hotel
due to rising cases. But when she tried
another hotel, she was turned away;
they refused to accept anyone who
had arrived within the last four days.
Ata time when a sense of history is
looming over China, parallels with the
past are coming into focus. Kenneth
Jarrett, a former US diplomat in
China, first arrived in the country in
1979. He recalls that you needed a
passport for each individual city and
you had to seek official approval to
visit each one. There are clear echoes
with the enforoement of zero-Covid:
hed blage of
a complex bu.reaucmcy, the often
arbitrary local application of rules
against the backdrop of a powerful
centre. Even if that apparatus is
rapidly dissolved over coming
months, elements may linger in
unpmd]ctahle ways. It i is sh]ldlﬂicult

https://digital.olivesoftware.com/olive/odn/ftasia/printpages. aspx’7doc FTA%2F2022%2F 12%2F08&ts=20221207200725&uq=20221117085301
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We need more than platitudes about green jobs

EMPLOYMENT

Helen
Thomas

alk about an inconvenient
truth. The chief executive
of Ford last month put a
figure on an awkward fact
about the shift towards less
polluting automotives: electric vehicles
need 40 per cent fewer workers to
assemble than cars and trucks powered
by petrol, said Jim Farley.
he was hi

the sector already kmew: battery
vehicles have fewer parts than those
propelled by an internal combustion
engine and so are easier to make. The
decarbonised automotive world is less
labour-intensive than the fossil fuel-
one.

The number, though, was at the
higher end of industry estimates. The
United Auto Workers union in 2018 said

abouta tenth of union jobs couldgo asa
result of transition. Ford intends to
bring more manufacturing in house,
which sounds good for its workers but
bad for the supply chain, where smaller
companies making exhausts, clutches,
gear boxes or radiators already face
obsolescence.

The automotive sector is an extreme
example of how emissions reduction
could cut labour intensity. But it won't
be the only one. For a start, as Chris
McDonald at the Materials Processing
Institute puts it, “as businesses go green
they go smart at the same time”. Replac-
ing decades-old processes will mean
more automation, digitisation and
advanced technology.

Other sectors facea jolt. Switchingthe
UK’s remaining steel blast furnaces,
which account for about 15 per cent of
the country’s industrial emissions, for
electric arc furnaces would cut jobs at
those sites by 40 to 45 per cent, accord-
ing to Antonius Deelen, former boss of
PBritish Steel. That technology is avail-
able now. But with Tata Group request-
ing £1.5bn in government subsidies to
decarbonise the Port Talbot steelworks

in Wales, Deelen believes the possible
job losses have hindered progress
despite the fact that, ultimately, “it’s the
only way for theindustryto survive™,
The prospect of job losses, often in
places struggling economically, suggests
false comfort from aggregate “green
jobs” predictions. These typically and
conveniently show more jobs being cre-
ated, in renewables or home improve-

The decarbonised
automotive world is less
labour-intensive than
the fossil fuel one

ment, than are lost in fossil fuel extrac-
tion. They underplay the churn and dis-
location that must be managed.

This will be felt regionally or locally,
argues Mekala Krishnan at the McKin-
sey Global Institute, whose global fore-
cast has 200mn jobs created and 185mn
lost by 2050. Near-term job creation is
also skewed towards so-called capex
jobs, such as the installation of renew-

ables or retrofitting homes, which then
fallaway.

Ata country or local level the data is
often poor. Alex de Ruyter, at Birming-
‘ham City University, analysed the tran-
sition in UK carmaking and concluded
“there is a lack of understanding of
which firms are in the supply chain and
how exposed those firms are”. Job-
creation figures, meanwhile, rely on
assumptions about how much of a new
technology supply chain a country will
capture, such as automotive battery
technology or green hydrogen for indus-
trial processes.

The rebirth of US industrial policy

tery minerals extraction, faces short-
ages of skilled workers. This raises the
unappealing prospect that transition
could be slowed by fears of job losses.
and by labour shortfalls. Policy to bridge
that gap looks generally inadequate.
The UK government set a target of creat-
ing 2mn “green jobs” by 2030 without
defining what it meant, how they would
bedelivered or where. It hasyet to acton.
its own task force’s recommendation to
create anewbody to oversee workforce
transition or map skills needs.

In the US, more resources for training
and skills were one thing that didn’t
make itinto the IRA, notes Jason Walsh
at the Bl Alliance, a coalition of

and the domestic facturing
requirements embedded in the subsi-
dies of the Inflation Reduction Act has
upped the ante for European industry,
already struggling to break its reliance
on cheap Russian energy. The UK,
despite countless strategy papers, has
fallen behind in key areas such ashydro-
gen and seems incapable of setting long-
term policy and sticking to it.

The irony is that warnings are mount-
ing that everything, from home insula-
tion to renewables installation to bat-

unionised labour and environmental

groups.

“We don’'t have systems in place to
invest in worker skills.. . [or] to
support workers who are dislocated
from incumbent sectors,” he says. “It'sa
biggap.”

The truth is that the net zero transi-
tion isnotjusta financialand technolog-
ical challenge. It isa social one.

helen.thomas@ft.com

Conservatives
beware ghost
of Faragism

Robert
Shrimsley

he great shakedown is back
on. For 25 years, the Con-
servatives have been terror-
ised by populists without
and hardliners within.
Leader after leader has thrown red meat
to their right flank in the hope that one
last meal will silence their barking only
tobesurprised whenit doesn't.

Once, the fight was aboutleaving the
EU, then over securing a “true” Brexit.
Now it is over immigration and the asy-
lum seekers crossing the Channel on
small boats. In each case, the ploy is the
same. Tory MPs play up the threat from
a small party to their right, first Ukip,
then the Brexit party, to coerce leaders
intoa more hardline stance.

Tory MPs are now squealing about a
small rise in the polls for Reform UK, the
Brexit party’s less coherent successor,
no longer led by Nigel Farage but by his
ineffectual former deputy. It cannot win
seats but can serve as spoiler in some
constituencies, siphoning off Tory votes.
And Farage, an indisputably forceful
populist now retired into a life of pun-
ditry, is again taunting Conservatives
with hints of a return, provoked by Tory
“betrayals”.

But Tory leaders who pander to this

wing, as has every one since John Major,
can never be pure enough: the prime
minister, Rishi Sunak, a committed
Brexiter and Thatcherite, is derided as
a socialist. It is also a trap: the party is
pushed into ever more incendiary
promises which it cannotdeliver.

sunak does not look like the man to
buck the trend. Amid an economic
downturn, strikes, a European war and
a public services crisis, the prime min-
ister is spending up to a third of his time
on the middling issue of asylum seekers.
The promise to control borders was a
core plank of the Tory appeal to working
class Leave voters. Sunak, like Johnson
before him, sees the dangerin appearing
to have losthis grip.

He sees tackling the small boats as the
key to quelling this political threat. with
high numbers coming from Albania,
Tories are looking at designatingit as a
safe country, making arrivals ineligible
for asylum. He may also tighten the
modern slavery act to prevent its misuse
by those seeking to stay. Both measures
will have more impact than the brutish,
costly and almost certainly ineffective
plan to send asylum seekers to Rwanda.

But thehope this will see off the popu-
list right is a delusion. Even halving the
arrivals will not silence critics who do
notwish to be satisfied. Immigration is
their core issue. They need the language
of betrayal, on this or on Brexit, to stay
relevant. If illegal entry fades as an
attack line, they will switch to the legal
numbers, which have risen since Brexit.
Last week, Farage responded to the

latest census data by highlighting cities

N

he described as “minority white” and
noting that less than half of adults now
identify as Christian. His claims paid no
regard to non-white Brits or admission
that the shift in faith is due to atheism
notincomers. One does nothavetobe a
dog to hear this whistle. And the agita-
tion will not end with smallboats.

Tory MPs, meanwhile, use the issue to
push pet projects like withdrawing from
the European Convention on Human
Rights. Others use the Farage threatto
ride other hobby horses such as recom-
mitting to fossil fuels. In an electoral
system which offers little hope for
smaller parties, Faragists understand
that the most effective way to influence
policy is to capture one of the main par-
ties. If you can't, the next best thingis to
‘blackmail itinto adopting your policies.

They are being pushed
into ever more
incendiary promises
which they cannot deliver

The reality is that Reform is largely
ar le for already di h d
Tories who might otherwise abstain.
The Conservatives’ real enemy at the
next election is apathy, provoked pri-
marily by failure to deliver. And since
scaring the government is the true strat-
egy, Faragists seek to stoke the disgrun-
tlementwhichleads to thatapathy.

But this is not just a fight about the
next election, it is part of the ongoing
struggle for the party. Already, the Tory
right is preparing for opposition by
blaming the expected defeatona devia-
tion from true Conservative principles.
They openly buy into the betrayal nar-
rative on tax, immigration, Covid lock-
downs, Brexitpurity and net zero. Some
preach Trussonomics as if her govern-
ment never tried it. Tellingly, many
Faragist platforms have a correspond-
ing cabal of Tory MPs, the Brexit ultras
in the European Research Group, the
Covid Recovery Group, the Net Zero
Scrutiny Group. One strategist fears that
“some will be tempted to go full Orban”.

But you cannot find enough of the
voters you need chasing the p

tions of a nativist party in single digits.
The centre ground may favour eco-
nomic interventionists and social con-
servatism but their primary concerns
are more mainstream. Nor can Tories
entirely alienateliberal supporters.

The issues which will really damage
the Tories are poor public services, mis-
management of the economy, the costof
living, non- delivery on levelling up and,
‘yes, immigration. Sunakis not foolish to
prioritise small boats but voters are
looking for control not: i

Foiled plot

highlights

Germany's
far-right threat

EUROPE |
|

Tony
Barber

n its infancy after the first world

war, German democracy was no

stranger to far-right attempted

coups. The Weimar Republic was

shaken in 1920 by the Kapp putsch
and in 1923 by Adolf Hitler’s Beer Hall
putsch. But all that belonged to a
distant, unhappy past — until govern-
ment agencies disclosed yesterday that
they had thwarted what, on the face of
things, looks like the largest radical
rightwing conspiracy in the Federal
Republic’s 73-year history.

For sure, many of the plotters appear
to be bunglers, weirdos and nostalgists
rather than professional revolutionar-
ies. In the remote event that they had
succeeded in overthrowing the govern-
ment, the head of state was to have been
Heinrich XTII Prince Reuss, a 71-year-
old descendant of minor royalty. To the
relief of most German citizens and
Berlin’s allies abroad, the threat was far
less serious than that posed by the
ultra-right malcontents of the 1920s.

Investigators said the plotters may
have intended to mount an armed
attack on the Bundestag, the federal
parliament in Berlin. But any such plans
were nipped in the bud long before
Germany faced an assault on its Jegisla-
ture akin to the storming of the US Capi-
tol in January 2021. In short, German
democracy remains alive and well, one
of the most robust systems in the
western world and unquestionably
Germany'’s strongest since the birth of
themodernnation-state in1871.

That said, certain facts about the case

Conspirators were
swimming in familiar
turbid seas of malicious
anti-democratic fantasies

give cause for concern. The authorities
carried out raids at more than 130 sites
in11 of Germany’s 16 states, arresting 25
people. The plot extended beyond areas
of the old communist east where shad-
owy neo-Nazi networks have operated
sincereunification in 1990.

Moreover, many conspirators had
military training and some were former
members ofthe Bundeswehr, thearmed
forces. It was a reminder of Germany’s
persistent troubles with rightwing

Boris Johnson knew this and tem-
pered his right flank on cultural con-
flicts. The Tories can neuter the hard
right but they cannot afford to be con-
sumed by its obsessions. Eventually,
they must stand up to the shakedown.

Success has always come frommarry-
ing the forces of reaction with those of
mild modernity. Conservatives have
prospered as aparty of the aspirational,
the comfortable and the complacent.
They cannot keep winning if they are
solely the party of the angry.

robert.:

in the military and security
services. In July 2020 the government
ordered the disbandment of an elite
commando unit on the grounds that
soldiers had concealed the extremist
activities of some of their comrades.
Finally, prosecutors said the plotters
were motivated partly by American-
style conspiracy theories suchas QAnon
and hostility to the “deep state”, alleged
to control the government in democra-
cies. Heinrich is said to have contacted
Russian officials for the purpose of
setting up a new political order in
Germany. There isno evidence so far of
support for the plot from Russia or US
extremists. Still, it seems the conspira-
tors were swimming in the same turbid

Edward
Luce

t has been a bumpy 50 years for
blue-collar America. Not only has
labour’s share of US natiomal
income steadily dropped barringa
few brief patches, chiefly the1990s
internet boom, but its life expectancy
has also been falling. Having secured the
country’s first avowedly pro-union
president since Lyndon Johnson, a turn-
ing of the corner ought to be in sight.
The fact that it is not is less a reflection
on Joe Biden than on the biases of the

The shipwrecked US working class

and the UK both have a 50 per cent
higher floor. Alone among developed
nations, the US fails to guarantee paren-
tal or sick leave. The shrinking corners
of America that are still unionised are
mostly in jobs where they are least
needed, such as the police and prisons.
Democratic rhetoric is strongly
pro-working class. The party’s actions
are another matter. Last week, Biden
arm-twisted Congress to pass a bill that
banned the nation’s railway workers
from striking in spite of the facta major-
ity of their unions had rejected a deal
offered by the railroad companies.
Their grievances are less about
money than work-life balance. Rail-
roads have among the leanest work-
forces in the US, having shed about a
third of their payroll in the years before
the pandemic. Fatigue and strain are

‘was also the first big test of Biden’s
pledgeto be “the strongest labour presi-
dent you've ever had”.

In 1981, Ronald Reagan showed he
meant business by firing striking air
traffic controllers. Here was Biden's
chance to make an equally robust
statement in the other direction. “Our
nation’s rail system is literally the back-
‘bone of our supply chain,” Biden said.

action will be tested in the courts. There
is little doubt, however, that it was
fiscally regressive.

Graduates, even indebted ones,
on average earn far more than non-
graduates. Though the relief was
confined to those earning less than
$125,000 a year, that is still double the
median income. Many of the benefici-
aries are only just starting out on fast-

Tatingi Jadd

Not enough of a backb to treat

Democratic rhetoric is
strongly pro-labour.
The party’s actions are
another matter

its workers with dignity, it seems.

‘Why would Biden do that? There is no
doubt the US haslegions of debt-saddled
former students with degrees that
cannot land them jobs to pay what they
owe. A carefully targeted forgiveness
would have been fair.

The larger answer for such a sweeping
cancellation is that Democrats are the
partyof graduates. Regardless of ethnic-
ity, the more letters you have after your

America only trickledown economics,
that is only slightly better than the
promises Democrats struggle to keep.

As a result, working classes of all
colours have been steadily drifting
towards the Republicans. More Ameri-
cans with household income below
$50,000 voted Republican than Dem-
ocratic last month. The pattern has
‘become clearer in each of the past three
elections. It spans all racial groups,
including African-Americans.

This trend is deeper than whether
Trump or Bidenis on the ballot in 2024,
Itspellsafuture in which Democratsare
the party of the campus with a cultural
agenda that alienates a rising share
of uneducated whites and non-whites,
and Republicans who are skilled at
harvesting blue-collar resentment of
elites who pay little more than lip serv-

seas of malici i~ -
sies and seditious scheming where the
international far right makesits home.
If the plot was always likely to fall
apart, its discovery nonetheless lends
forceto the argument set out in October
2020 by Horst Seehofer, Germany’s
then interior minister. Speaking eight
months after an extreme rightwing
gunman killed 11 people in Hanau, he
said: “Far-right extremism is the biggest
threat our country is currently facing.”
For many years, this problem was
obscured by acts of Islamist terrorism,
such as the 2016 attack on a Berlin
Christmas market that killed 12 people.
However, small far-right groups were
activein Germany long before that. One
such group, which styled itself the
National Socialist Underground, mur-
dered nine immigrants and a police
officer between 2000 and 2007 in a
killing spree that was misread by the
authorities as a probable turf war
among organised crime groups.
Extremists such as those arrested this
weelc have no representation in the
Bundestag and practically no public
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GSK/Zantac:
legal remedy avoided

1t rarely ends well when a company
has an apparent open-ended liability.
Finance directors and analysts have
underestimated the costs routinely and
massively. Instances range from BP’s
Deepwater Horizon oil spill to Danske
Bank being embroiled in alleged
money laundering and Philips’ agonies
over a sleep apnoea device.

The corollary is the market’s
willingness to reinstate value whena
financial threat diminishes. Investors
added €10bn to GSK and Sanofi’s
combined market worth after a legal
ruling yesterday. A US judge threw out.
claims related to Zantac, a heartburn
medication allegedly linked to cancer.

Judge Robin Rosenberg ruled that
scientific evidence provided by the
claimants was flawed. 1f other courts
share this view, the two pharma
companies could get off lightly.

The decision refers to federal
litigation. Litigants may appeal against
it. Zantac also faces state-level suits.

Even so, shareholders can now see
that GSK has an exit route from attacks
over Zantac. That makes ita much
more investable proposition. There will
be no shortage of investors rejigging
their financial models for the UK-listed
pharma group. The group is mid-
turnround, and has produced strong
results so far this year. The main
question for GSK concerns the health
of its product pipeline, especially in
oncology. Emma Walmsley, GSK’s chief
executive, has raised R&D spending
and appointed a new head. But two
recent pieces of bad news — regarding
blood and ovarian-cancer drugs
Blenrep and Zejula — will have done
nothing to assuage investor fears.

That said, GSK looks cheap. Even
after the rebound, it is only on 10 times
2022 earnings, S&P Global says. That is
about half the multiple of AstraZeneca,
which is admittedly growing faster.
GSK looks mispriced for a company
committed to more than 10 per cent
annual profit growth through 2026.

The Zantac ruling is a clear positive
for the groups that sold the products. It
should soothe the whole sector. When
the story gained traction this summer,
guesstimates of the potential liabilities
wiped £30bn off the combined values
of the stocks involved.

That reflected the suspicion that

alleged liabilities generally turn into
the real kind.

The Zantac ruling should encourage
investors to take a more sanguine view
of the next challenge from the world’s
litigation factories.

Apple car/LG:
special purpose vehicle
For years, rumours have circulated

about an autonomous, electric car from
Apple. If this embodied the spirit of the

DWS/EU fund managers: Hoops’ dreams

The German fund manager has promised fo disiribute most of Ifs excess caplfal as a special dividend in
2024 Its hopes for growth still depend on its active fund management products. DWS's shares have
nevertheless done well against large peers over the past year.

DWS has capital to distribute
%

iPhone, it would be sleek, d ble and
feature a charging socket incompatible
with standard cables.

The speculation is currently
buffeting shares in potential contract
manufacturer LG Electromics. The
stock of the South Korean group fell by
more than 7 per cent yesterday, after
reports that the US tech giant had
scaled back plans fora fully self-
driving car and would delay the launch
date to 2026. Apple was expected by
Bernstein analysts to sell 1.5mn cars
between 2025and 2030.

LG was identified as the most likely
supplier. Orders for the parts would
have significantly boosted sales next
year. Thatled overseas investors to
move into the stock. Yesterday; they
promptly moved out again, selling a
net Won31bn ($230mn) of LG shares.

The company’s business growth is
slowing. The outlook for its core
home-appliance unitis poor. Despite a
growing global share of the premium
OLED TV market, the business
reported a loss in the second quarter.
This is reflected in a 35 per cent drop in
LG Electronics’ share price this year.
The stock trades at six times forward
earnings, less than half the level two
years ago.

Longer term, the promise of an
Apple car is reason to back the stock.

LG is well-placed. Its electric-car
business units span automotive
infotainment and vehicle lighting.
There is no risk of LG cannibalising
demand for electric cars of its own.
Apple’s model of outsourcing parts to
contract manufacturers, as seen in its
iPhone output, can be easily replicated
via LG’s joint venture with Canadian
auto parts maker Magna International.

Component orders for the electric-
car units of LG and its subsidiaries,
which count Mercedes, BMW, and
Audi as customers, has reached a

equity (IFRS)
FT graphic Source: DWS

Stefan Hoops, newish chief executive
at DWS, trumpets a sales background
within parent Deutsche Bank. He
came in to clean up a greenwashing
scandal but has notably little track
record in managing money.

Marketing skills will however be
needed to persuade investors that the
German fund manager can hit high
new financial targets. The pledge of a
big payout should help with that
mission. The problem for any fund
mal setting nominal targets is
that income from annual percentage
fees rises and falls with fickle asset
prices. Hoops is brave to promise that
earnings per share will hit €4.50 in
2025, almost a fifth above the Visible
Alpha analyst consensus.

Hoops’ commitment to a special

record $76bn this year. Growth in this
sector should put a floor under the
price of LG shares.

LatAm bonds:
one step beyond

Last year, while the Federal Reserve
and the ECB dithered over whether to
raise interest rates, central banks in
Latin America took the lead. Their
tightening cycles are now at or near an
end. For investors in local currency
‘bonds, rising prices could come sooner
than many expect.

Policymakers know that inflation
must be met head-on. Brazil began
tightening in March 2021, 12 months
‘before the Fed. From 2 per cent then,
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dividend of up to €1bn in the next to September. Hoops hopes demand
18 months has greater solidity. It would | for private capital investment will
be paid out of excess tangible equity drive assets towards an alternatives
of €1.3bn. unit with higher fees.
DWS, atone time seen as an also-ran, The CEO labels passives plus
has high hopes of expanding in the alternatives as the growth segment,

‘highly competitive US market. The
strategy is two-pronged. DWS plans to
invest €70mn into its passive products
— branded as Xtrackers — and its
alternative businesses, primarily in
real estate and infrastructure.

That would leave net savings of only
€30mn from a gross target of €100mn
over the next three years.

Passive management requires scale,
given low fees. Itaccounts for justa
quarter of assets under management
right now. The unit has provided only a
tenth of management fees year to date

its policy rateis now 13.75 per cent.
Inflation peaked above 12 per cent in
April. In October it was 6.5 per cent.

Chile moved from 0.5 per cent in
July 2021 to 11.25 per cent in October.
Headline inflation has turned the
corner and is 12.8 per cent; core
inflation is 10.8 per cent. The
central bank will probably hold
firm until April.

Mexico tightened from 4 per cent
in June 2021 to 10 per cent last month.
Headline and coreinflation are both
8.4 per cent. Banxico has signalled a
further increase to 10.5 per cent.

Brazil, where core inflation is higher
than the headline figure and a fiscal
expansion is expected, is the least
likely to spring any surprises. No rate
cut is expected before June.

Elsewhere, stripping out volatile fuel

accounting for up 40 per cent of fees.

A value sector comprises actively
managed fixed income and equity.
The most sensitive to market
movements, these make up the
larger balance of fees.

Right now, investors like the sales
pitch. DWS shares have performed
well this year against large peers such
as Amundi and Schroders. Market
risks aside, the promise of a big
special dividend, nearly triple that of
its normal one, should underpin the
stock for the coming months.

and food prices suggests there is room
to cut.

Manik Narain, EM strategist at UBS,
prepared a measure of “core-core”
inflation to gauge demand in 18
countries by stripping out services
with high food and fuel components
such as eating out and air travel.

Brazil shows little change. Chile's rate
falls to less than 8 per cent. In Mexico,
“core-core” inflation is slightly more
than 3 per cent — less than half the
Tate in the US.

Narain to keep

US housing:
iBuying is dying

Ayear ago, Zillow was forced to shut its
house-flipping business after it racked
up biglosses. For boss Rich Barton,
who had staked the future of the online
property-listing giant on the venture, it
was a humiliating climbdown. These
days, there is a lotless sniggering. The
rapid cool-down in the US housing
market means Zillow’s decision to cut
its losses actually looks smart.

“iBuyers” are tech-enabled groups
that use big data and algorithms to buy
and flip homes. These expanded
aggressively in recent years as low
interest rates helped juice up home
prices. But buyer demand is drying up
and home prices are easing following
successive Federal Reserve rate rises,

In November Redfin pulled the plug
on its homebuying unit, RedfinNow. Its
chief executive said the company had
“tied up hundreds of millions of dollars
in houses that you yourself wouldn't
want to own right now” and warned
“we have to assume that the sun will
never come up.” Just days earlier,
Opendoor Technologies, the biggest
name in the sector, reported a massive
$928mn in net losses for the third
quarter. Part of this came from a
$573mn writedown it took in the value
of its inventory of homes. Gpendoor
also sold a large number of properties
at a loss. That is reflected in the
negative gross margin for the period.

Shares in Redfin and Opendoor are
down more than 86 per cent this year.
Both are now valued at less than 0.2
times forward revenue. Bargain
hunters may be tempted to take
advantage of the collapse in valuations.

But smaller rate rises are still rate
rises. Unlike Zillow, which has its
online real estate listing and
advertising businesses to fall back on,
Opendoor is a pure-play iBuyer.

It finances its own homes through
debt, making it more vulnerable to
higher borrowing costs. At the same
time, weaker buyer demand could

ects.
their focus on headline inflation. But if
demand in Mexico is as soft as he
thinks, bonds could be in for an early
filllip. Ten-year local currency bonds
were trading at 90 per cent of face
wvalue in mid-October. They have
already rebounded to 95 per cent.

leave inventory tying up cash on its
heet for a long period.
The business of iBuying looks
increasingly unsustainable.
Lexon the web
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ACROSS

1 Arficle on spy making you fume (6)

4 Doctor first to welcome a
revolutionary (6)

8 Guzzling gin cocktall after escape (7)

9 United finally escaping relegation?
Such excitement! (7)

1 s for one approaching retirement?
10y

12 Iigloos occasionally getting hot? My
goodness! (&)

13 The same policeman getting too
much, on reflection

14 Key language that's a bif of a
mouthful? (8)

16 Old lag quietly faking Renoirs (8)

18 Students backing a grand PM (5)

20 Rogue cut short a fraudulent scheme
@)

21 Having a bite fo eat in Barking?

23 Cobbler capturing a snake (7

£

AFREXIMBANK

=

Executive Vice President

GLOBAL TRADE BANK (EVP GTBA)
African Export=Import Bank (Afreximbank)

TthlHls Pcu tnership

The Company

African Expor! Import Bank (the “Bank”} was established in October
1993 by o treaty signed and ratified by African Governments.
lis shareholders are African Govemments andfor their Central
Banks financial instfufions and private investors.  Esfablished s a

24 Fortune teller visiting | see
(o)

25 Uncomfortable bed put everyone ina
bad mood (6
26 TV presenter Jack might drop It (6)

DOWN

1 Music one hears in Aslan capltal (5)

2 Beg nurse fo support unmarried men
(@)

3 During which one might see
swaetheart with bare bottom? (3)

5 Frightened gangster fleeing, carrying
agun(s)

& Perhaps 20 men Initially sacked by
disorderly regiment (7)

7 Weighed up situation, as rustler did?
@5

10 Pay fribute fo a notable judge (%)

13 Ridiculously priced hat - very
Inexpensive (4,5)

15 The Guardian offering a discount on
renewal (9)

17 Influential student group changing
political alleglance? (7>

19 Further honour Ishiguro has accepted
(@)

21 Fat old cow's complaint about
European (5)

22 Unload vehicle carrying case of Lafite
)

its purpose is the financing, promotion,
facilitation and expansion of intre-African and exira-African trade.
With headquarters in Cairo, Egypt, the Bank has branch offices in
Abidjan, Abuja, Harare, Kampala, and Yaoundé. In recent years, the
Bank has experisnced considerable growth. To build on this success,
it is now implementing its 6" Sirategic Plan covering the period
2022 — 2026. The plan is based on four Strategic Plllms numaly
Inira-African Trade & AICFTA i

trade banking including origination, due diligence, struciuring/
ioting, and the closing of ne ions as well as manoging
all associated risks.

The EVP GTBA serves as the leader of the Global Trade Bank and as
the linison between the President and the Boord of Directors, other
Afreximbank business units and group support functions, investors,
and other relevant stakeholders. They are expected to contribute fo
thought leadership and fo foster a healthy workplace culture based
on Afreximbank’s core values, fo supperi professional development,
staff well-being, as well as the transformation of the African continent.

The Candidate

Export Development; Leadership in Global Trade Banking in Afnm,
and Financial Sustainability. One of these Strategic Pllars is being
established as a Division within the Bank, known as the Global Trade
Bank "GTBA).

The Bank has engoged the Willis Partnership to assist them with the
recruitment of an Executive Vice President to provide leadership and
strategic diraction for the Global Trade Bank.

The Role
Based in Cairo, Egypt and reporiing fo the President & Chairman
of the Board of Directors, the Execufive Vice Presideni, GTBA
Bank (“EVP GTBA Bank”) s o member of the Bank’s Executive
Manogement Forum (EXMAF) and is resporsible for leading and
ing o team of high-achi o manoge o
Jarge and diverse portfolic of about USD 10 billion per year across
Africa. They will be expected to develop and implement sirategies to
boost Africa’s frade with the world including access to trade finance
across the full spectrum of products and services. These include
short-ferm products, such as import and export finance and ofher
specialised trade finance facilities, including structured trade finance,
forfaiting, factoring & supply chain finance, commodities finance,
advisory, derivatives, trade services, letters of credit, and guarantees
& comespondent banking. The EVP GTBA will also supervise

Eligible candid
following:

for this role must be able to demonstrate the

* National of an African country (including dual citizens)
* Relevant degree and a post-grad:
professional qualification in liev

degree or

Minimum of 15 years' relevant experience in financial and
investment services with o demonstrable track record in the
banking industry at senior management level

Substantial experience of leading and managing trade-related
banking, coupled with strong current knowledge of the African
frade environment and key trade sectors

* Strong business acumen, moturity and tact gained within
multiculural enviranments, with experience of building successful
relationships af the highest levels in government and the private
sactor

Excellent communication, business presentation and analyfical

skills

Proven stakeholder management experience coupled with strong
decision-making and problem-solving skills

If you believe you meet the eligibility criteria for this role and wish o
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syndications and overall asset distribution.
The EVP GTBA will spearhead the development of deep industrial
knowledge in farget sectors and lead the sourcing of new transaction

1 1 1 3 3 rivnities through @ broad professional network. Th ition.
Get the business insights you need to succeed in Asia RREINE Rt Al s R e L B S el

Visit asia.nikkei.com

apply, please send a full curriculum viiae to our refained Consuliant,
Robert Baldwin, at: robertbaldwin@willis-partnership.co.uk, quoting
reference DGLTR/22.

Applications sent direclly o the Bank will nof be considered. The
closing date for applications fo be received is 31" Jonuary 2023.
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