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TikTok’s time

Rise of Chinese app weak
oninternet — JOHN THORNHILL, PAGE 17

Ukraine talks
Nuclear plant
leads agenda

Recep Tayyip Erdogan, left, sits with
Volodymyr Zelenskyy, centre, and UN
secretary-general Anténio Guterres,
right, in Lviv yesterday during the Turk-
ish president’s first face-to-face meeting
with his Ukrainian counterpart since
Russia’s full-blown invasion began
nearly six months ago.

Zelenskyy said the three had dis-
cussed the situation at the Zaporizhzhia
nuclear power plant in southern
Ukraine, which was captured by Rus-
sian forces in March but is still operated
by Ukrainian staff. Both sides have
accused the other of shelling the site.
“We don’t want to live through another
chernobyl,” Erdogan warned.
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Seoul searching

Korean buyout groups are flush with
cash and on the hunt —BiG READ, PAGE 15
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Gene genie

First drug using Crispr technology is
almost out of the bottle —pacE ¢

Turkssh presidental press servica/AFP

Quant funds help push US stocks
higher with bets on equities rally

@ Bearish positions unwound e Reversal despite slowdown signs @ Market value up by $7tn

ERIC PLATT — NEW YORK

Quant funds are increasing their bets on

US stocks, helping fuel a sharp rally that

has added $7tnin val Yets si
in

June even as economic data point to a
slowdown in the world’s largest
economy.

Inmany cases, the funds— which look
for trends in the market and then
attempt to ride the momentum — have
quickly unwound positions taken in late
2021and this year that were structured
to benefit from falling stock markets.

As they have closed out those bearish
bets, they have helped push stock prices
higher — and then followed the new
trend by making fresh wagers that
benefit from the rally.

Charlie McElligott, a strategist at

Nomura, said quant funds “moved fast
and unemotionally” to shift their
stance, catching “a very bearish
market . . . veryflat-footed”.

These funds have spent tens of
billions of dollars on futures, helping
push the benchmark S&P 500 and the
tech-heavy Nasdaq Composite up
double digits from recent lows,
accordingtotraders and analysts.

Nomura estimates that trend-
following hedge funds and volatility
control funds have purchased $107bn of
global stock futures since markets hita
low in late June with a large portion of
thatused to close short positions.

“With positioning basically at the low,
there was a lot of cash on the sidelines
and so, as the market stabilised and
started to rally, more and more of this

flow has come back into the market,”
said Glenn Koh, head of equities trading
at Bank of America.

The role of the computer-driven
funds helps to partly explain the
head-scratching advance in the $47tn
Us stock market. Whether the “risk-on”
shift canlast depends in part on whether
the US Federal Reserve can ra]seral.esm

Buy signal:

ic activity and stamp

mﬂanon without pushing the world’s
largest economy into recession.

Investors moved to the sidelines
en masse as stocks slid this year and
many trend-following hedge funds
placed short bets on the market as they
predicted further declines.

Markets were pummelled by Russia’s
invasion of Ukraine in February, surging
commodity prices and the threat of eco-

nomic slowdowns in China, the US and
western Europe just as central banks
raised interest rates to snuff out infla-
tion. But after the S&P 500 fell into a
bear market in June, the market
snapped back, recouping more than half

itslossesthisyear.

New York JPMorgan strategist Marko Kolanovic
Stock Exchange  said the rally had reached most corners
benck k of the market. About 88 per cent of S&P
such as the 500 stocks are trading above their
S&P 500 and average over the past 50 days, up from
tech-heavy just2 per centinmid-June.

Nasdaq Fund managers have also grown more
Composite are optimistic. After polling portfolio man-
updouble digits  agers this month, Michael Hartnett,

from recent lows

Seth Wenig/AP.

strategist at Bank of America, said
they were “no longer apocalyptically
bearish”.

Wall Street’s Dr Doom page 10

» China backs coal as power demand rises
Beijing has said it will offer support for the fossil
fuel as a months-long heatwave and a lack of rain
starve dams of water in Sichuan, a province of
8omn people that relies on hydropower.— pace 4

» Berlin to cut VAT on gas to aid families
German ch llor Olaf Scholz has acut
from 19 per cent to 7 per cent, adding that more
moves would be set out in coming weeks. The cut
will offset a levy that starts in October.— PAGE 2

» Covid curbs and chip shortage hit Geely
The carmaker has said its profits more than halved
as production was disrupted in the latest sign of the
impact of persistent lockdowns on China’s once
high-flying companies.— PAGE 8; LEX, PAGE 18

» Australian wine group puts faith in UK
‘Treasury Wines Estates, which
owns brands such as Penfolds
and Lindeman’s, has said
inflation is hitting the lower
end of the market but many
were not cutting back.— pace &

» Embracer makes most of games scarcity
‘The Swedish dealmaker has defieda dnwntum in

th asit d six i and
posted a rise in first-quarter sales and profits
despite a drought in game releases.— PAGE 6

» Oslo unveils second rate rise this year
Norway has increased interest rates to 1.75 per cent
and plans another rise next month to counter what
the central bank described as “persistent global
Price pressures”.— PAGE 2; MARKETS INSIGHT, PAGE 11

» Time running out for forever chemicals
Scientists have discovered a simple method for

ing harmful chemi pounds kn
as PFAS or simply “forever chemicals” — which
were thought to be almost indestructible.— pace 4
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Trump executive’s guilty plea in tax case
adds to legal woes of former president

LYDIA TOMKIW — NEW YORK

Allen Weisselberg, the former chief
financial officer of the Trump Organi-
zation, has pleaded guilty to criminal
charges in a tax fraud case relating to
his time working for former US presi-
dentDonald Trump’s family business.

Weisselberg pleaded guilty to all 15

counts in the indictment yesterday.
Under a deal struck with

The Trump Organization and Weis-
selberg, one of its most loyal and long-
tlme emplavees, were charged last year

Weisselberg must also make tax,
interest and penalty repayments to New
York City and the stzte totalling more

with what pr

than $1.9mn,

a].leged ‘was a 15-year scheme in which
company officials avoided paying taxes
by receiving benefits “off the books™
Prosecutors said Weisselberg had not
paid taxes on $1.7mn in income and
perks including a Manhattan apart-

ent, Benz cars and private
sclmol tuitionfor family members.

The Trump Organization’s financial
practices have been under legal scrutiny
for years. Cyrus Vance, the former Man-
hattan district attorney, launched an
investigation after Michael Cohen,
‘Trump’s former lawyer, testified before
‘Congress about Trump’s businesses.

Australia ASTOOGNCGSTY hewas d ajail sen- However, the probe has hit several
China. RMB30 | tence of five months, along with a possi- “Today, Allen Weisselberg admitted  snags. Two prosecutors leading the
HongKang HKSS3 | ble ﬁveyears prubauun cum]ngent on incourt that he used his positionat the  investigation into Trump, Carey Dunne
India Rup220 | hi if in thy Trump Organization to bilk taxpayers and Mark Pomerantz, resigned this
Indonesia Rp45000 | trial of the Trump Organization ifheis  and enrich himself,” said district attor-  year, throwing into question whether
Japan ¥650GncJCD) | called upon. He faced up to 15yearsin  ney Alvin Bragg. “This plea the offi 1d continue the probe.
Koees - LR prison if convicted of the charges directly implicates the Trump Organi- Trump, who is facing numerous other
Malaysia RMMLE0 " -
= e . zation in a wide range of criminal activ-  legal woes as he contemplates another
P:i:m:s ';::1 = The inst the Trump Organiza- ity and requires Weisselberg to promde run for the White House in 2024, has
ST Se80GncGsTy | bonis continuing, and jury selectionis  invaluable testimony in the up ng  rep dly d d i
Taivan NTeno | Scheduled for October 24. trial againstthe corporation.” against him as a partisan witch hunt.
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Lviv talks Levy offset

Erdogan backs Ukraine peace negotiations

Turkey president offers to
mediate between two sides
after meeting Zelenskyy

MEHUL SRIVASTAVA AND
ROMAN OLEARCHYK — KYIV
AYLA JEAN YACKLEY — ISTANBUL
Turkish president Recep Tayyip
Erdogan has said he s ready to support
peace talks between Kyiv and Moscow
after meeting Ukrainian president Volo-
dymyr Zelenskyy in Lviv yesterday.

Erdogan, who has acted as an inter-
mediary, was making his first trip to
Ukraine since Russia’s invasion on Feb-
ruary 24 and said he would soon consult
Russian president Vladimir Putin.

“The main focus . . . was how to con-
clude the war,” Erdogan said. “The

international community must take on
ibility to revive the di
proce&s Immmuetﬂhave falth that the

Erdogan’s trip yesterday coincided
‘with a visit by UN secretary-general
Anténio Guterres to check on the

war will end at the negc ng table. Mr
Zelenskyy and Mr Putin are nﬂ.hesame
opinion. The whole matter is determin-
ing the shortest and fairest path to the
negotiating table.” He added that Tur-
keywasready tomediate.

Erdogan has pursued a balancing act
with Turkey’s Black Sea neighbours,
condemning the invasion and selling
Ukraine combat drones but refusing to
join Natoe partners in sanctioning Rus-
sia, on which his country depends for
gas, oil and tourism. He met Putin in
sochi earlier this month and pledged to
deepen trade links, raising concerns in
western capitals that Ankara could help
Moscow sidestep some sanctions.

)gr f a grain corridor brokered by
the Turkish president and the UN
‘between Russia and Ukraine. This has

‘I continue to have faith
that the war will end at
the negotiating table’

Recep Tayyip Erdogan

allowed about 30 ships to navigate a
narrow lane in the Black Sea in and out
of the port of Odesa, partially ending a
six-month blockade.

The deal is expected to facilitate
exports of 20mn tons of grain trapped in

‘Ukrainian silos and help forestall a glo-
bal food crunch. Erdogan said he dis-
cussed ways of increasing the flow of
grain and said the arrangement showed
how Turkey and the UN could encour-
age co-operation between Ukraine and
Russia.

The leaders met as tensions sim-
mered over control of a nuclear power
plant in southern Ukraine. In March,
Russian forces captured the Zapor-
izhzhia plant, Europe’s largest nuclear
power station, which is still operated by
Ukraini; ff. Bothsides h
the other of shelling the site. “We don't
want to live through another Cherno-
byl,” Erdogan said, referring to the
world’s worst nuclear power plant disas-
ter, which occurred in Ukrainein 1986.

A visit to the plant by the UN’s Inter-

national Atomic Energy Agency has
been delayed by disagreement between
Kyivand Moscow over which side would
arrange the trip. Russia’s foreign minis-
try has said creating a demilitarised
zone around the plant would make it
“more vulnerable” but said the IAEA
visit would happen “in the near future”.

Zelenskyy said: “The UN must ensure
the security of this strategic object, its
demilitarisation and complete libera-
tion from Russian troops.”

Erdogan told Zelenskyy that Turkey
‘wasready to help rebuild Ukraine after
the war. Turkish broadcaster Haber-
Turk said the two sideshad signed a deal
on reconstruction but did not provide
details on the size of the agreement.
Ukraine has estimated that rebuilding
the country will cost $750bn.

Main port has started to

rebuild following grain ships

deal but war risks remain

MEHUL SRIVASTAVA — ODESA

To cheers, the Razoni slipped its moor-
ings on August 1 and with its horn blar-
ing became the first ship to leave the
Ukrainian port of Odesa after an almost
six-month blockade by Russia'snavy.

“These are the sounds of a working
port,” said Gennadiy Trukhanov, the
city’s mayor. “It’s difficult for the city to
live without these sounds.”

Ships had been stranded in Ukrainian
ports since Russia’s February 24 inva-
sion, caught between defensive naval
‘mines and Russia’s Black Sea fleet. Glo-
bal food prices leapt as the international
supply route for grain was choked off,
and Odesa, Ukraine’s main port, was
deprived of much ofitslivelihood.

“When the port shut down due to the
war, it feltlike not just the windows were
closed but also the shutters,” said
Trukhanov.

About 200,000 people fled the city in
the first weeks of the war, many to
Moldova or further into Europe. In the
following months, Russian missiles hit
Odesa repeatedly, killing civilians and
destroying the runway at the airport.

But with the signing of a multilateral
humanitarian agreement on July 22 to
open the shipping lanes, a tentative
optimism has returned.

About 30 vessels have navigated the
narrow corridor out of Odesa since the
Black Sea Grain Initiative, brokered by
Turkey, the UN, Russia and Ukraine,
was agreed. Anténio Guterres, UN sec-
retary-general, is visiting Odesa today in
asign of hope the deal will hold.

Ships are escorted by Ukrainian tugs
to the edge of the defensive minefield
before heading for Istanbul, where
Turkish and Ukrainian officials check
for weapons, and are then cleared for
their onward passage.

The deal has raised hopes that Odesa,
established as a freeport by Russia’s
Catherine the Great at the end of the
18th century, will be spared the destruc-
tion inflicted on other Ukrainian cities
by Russian forces.

“The portis the reason Odesa exists,”
said Roman Morgenstern, a director of
Ukrferry, operator of two cargo vessels

Conflict zone. Exports

Odesa dares to hope after Russia lifts blockade

Bulk carrier:

and passenger ferries sailing between

locals watch as Odesa and Istanbul that were trapped.
Navi Starleaves  “Forusit was a mortal hit. Hundreds of
Odesa loaded employees, a big organisation we had
with corn this built up over 25 years — what should we
month dointhese circumstances?”
el =D The port is now preparing to resume
operauons even though the threat
remains. Four missiles struck the port
on July 24, hitting what Moscow said
wasa Ukrainiannaval vessel.
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recognised by the Infernational community

The blockade severely hit Ukraine’s ¢
economy. The bulk of exports by value, When the
including steel, use Odesa and its two ~ S€APOI'ts
smaller neighbours, also blockaded, to
reach faraway markets. were C‘losed

Until war erupted, Odesawasthecen-  the price
tre of a logistics network that took mil-
lions of tonnes of grain to the Black Sea, for IOCEI'
from where it was exported as far as productlon
Africaand south-east Asia.

With ports blockaded, grain silos made no
filled and the local market for food ~ sense for
deliveries collapsed, leaving farmers =
unsure if they would recoup their costs Wln[f,‘-l' s
ifthey planted a crop this autumn. planting

“When the seaports were closed the
price for local production made no
sense for winter planting,” said Taras
Kachka, junior economy minister and
chief trade negotiator. A fraction of
Ukraine’s exports went by road, rail and
even on the Danube but “logistics ateup
allthe profits”, said Kachka.

About 20mn tonnes of grain remain
trapped in inland silos but one haulage
operator said it had rerouted trucks
from routes to Poland in the expectation
farmers would start booking deliveries

to the port. The clogged arteries of the
logistics network are, however, taking
time to clear. Dozens of ships still need
tofind a way out, and the grain initiative
applies only tofood and fertiliser.

Gaurav Srivastava, chair of Harvest
Commodities, watched inrelief as two of
the trader’s vessels sailed from Odesa
and chornomorsk with about 100,000
tonnes of corn.

Life had been “really tough” for the
crew trapped on board, he said. “Very
quickly this became a humanitarian
issuefor the crew, farmers, the world.”

Until more vessels leave, there willbe
no space for ships to pick up grain. And
war still looms over hopes for Odesa’s
revival. “I can’t plan even one day in
advance,” said Trukhanov. “How can
one talk about restoring the city when
things are still precarious. We can’t even
find enough crews for the ships, even if
theportis somewhat open.”

Morgenstern said: “If we don't get our
vessels out, we have no market, no abil-
ity to make a return on our investments.
suddenly, with this deal, it’s like we
finally have some airin our lungs.”

Germany will
cut gas sales’
VAT to ease
burdenon
households

MARTIN ARNOLD — FRANKFURT

Germany has unveiled plans to cut tax
on natural gas sales to soften the blow
of soaring energy costs for many house-
holds by offsetting the impact of a new
gaslevythat starts inOctober.

Chancellor Olaf Scholz announced the
cutinvalue added tax on gas sales from
19 per cent to 7 per cent yesterday, add-
ing that more measures would be set out
in the coming weeks to deal with Ger-
many’s mountingenergy crisis.

“The question of justice is crucial for
the country to stick together in this cri-
sis,” Scholz said, adding that gas suppli-
ers should pass on the tax cut in full to
customers. “You'Tlnever walk alone,” he
said, repeatinghis oftenused mantra.

The move will lower energy costs for
German households and reduce infla-
tionary pressures, but it is also likely to
dilute the incentive provided by higher
prices to reduce consumption.

German authorities aim to cut total
gas usage by a fifth this year to avoid
having to ration supplies for heavy
industrial users if Russia keeps throt-
tlingits gas flows to Europe.

“Reducing VAT on gas prices is really
counterproductive,” said Klaus Adam,
economics professor at the University of
Mannheim. “It’s never a good idea to
mess with the price mechanism. 1t’s
better to subsidise in a targeted fash-
ion.

The VAT cut will come into effect in
oOctober and offset the impact of an
extra levy starting at the same time that
was announced earlier this week and
will add 2.419 cents per kilowatt hour to
gas bills to compensate suppliers for
sharply higher wholesale prices.

Jérg Krimer, chief economist at Ger-
man lender Commerzbank, estimated
that the move would reduce German
inflation by 0.3 percentage points.

“This announcement sounds a bit like
adesperate move,” said Carsten Brzeski,
head of macro research at Dutch bank
ING. “Prices have increased by so much
that it is no longer about incentives to
reduce gas but rather about how house-
holds can actually still pay their energy
invoice in the winter.”

Germany’s De
estimated in a blog yesterday — before
the VAT cut announcement — that the
new levy would cost industrial groups
€5bn extra per year.

The chemicals industry, one of Ger-
many’s biggest consumers of gas, com-
plained that it would not benefit from
the VAT cut, adding that Berlin had
increased its burden with extra gas lev-
ies yesterday. “Companies don’t pay
VAT, so the relief doesn’t do them any
good,” said Wolfgang Grosse Entrup,
head of the country’s chemical industry
association.

Roughly half of German households
rely on gas for heating and the govern-
ment has estimated that the new levy
would cost an extra €484 a year —
excluding VAT — for the average family
of four with an annual gas consumption
0f20,000 per kWh.

Germany relies heavily on Russian
gas, which until Moscow’s invasion of
Ukraine accounted for 55 per cent of its
imports.

But Russia has cut flows through the
Nord Stream 1 pipeline to Europe to
only20 per cent of capacity.
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Crisis talks between leaders of
Kosovo and Serbia deadlocked

HENRY FOY — BRUSSELS

The EU’s top diplomat said there had
been “no compromise” during crisis
talks between Kosovo and Serbia overa
dispute that sparked a border distur-
bance last month and fears of instabil-
ity inthe Balkans.

already reeling from the effects of Rus-
sia’s war against Ukraine.

“Icouldn’t say that there was exactly
progress [today] . . . No compromise at
the moment,” said Josep Borrell, the
EU’s chief diplomat who chaired the
talks between Serbian president Ale-

I Jae

S o

Monetary policy

Norway raises rates to combat
‘persistent price pressures’

LEKE 0SO ALABI — LONDON
MARTIN ARNOLD — FRANKFURT

Norway has raised interest rates for a
second time this year to 1.75 per cent
with a third rise planned next month
because of what the central bank said
were “persistent global price pres-

raised rates aggressively in response to
inflation, which is at multi-decade highs
in several economies following a surge
inglobal food and energy costs.

Norges Bank cautioned there was a
possibility of a sharper slowdown in glo-
bal growth, noting a rise in rates and
hinh inflatinm nmld nanl A Hho oo

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F 19&ts=20220818193929&uq=20220804103507

2/20



2022/8/19 21:37

Subscriptions and
Customer Service
‘Tel (852) 5803 3388, subseasia@ftcom

Advertising
‘Tek (852) 2868 2863 asiaads@ft.com,
www ftasianet

Letters to the edifor
letters.ditor@ftcom

Published by
The Financial Times (HKO) Limifed,

&th Floor, Nan Fung Tower, 88 Connaught Road
Central, Hong Kong

Asia Editor: Robin Harding

Printed by

Australla: Spotpress Pty Ltd, 24-26 Lillian Fowler
Place, Marrickville, NSW 2204

Hong Kong: Kin Ming Prining Co Lfd,

15/F BLK A, 78 Ka Yip Street, Ming Pao Industrial
Centre, Chai Wan; Representative; Angela Mackay;
1SSN 1025-918X

Friday 19 August 2022

South Korea: Mael Business Newspaper, 50-1, -G,
Pil-Dong, Jung-Ku, Seoul, 100728
Singapores SPH Media Limited, 2 Jurong Port Road,

19088
Representative, Anjali Mahindroo

© Copyright The Financial Times Limited 2022
All rights reserved.

Reproduction of the confents of this newspaper
in any manner is not permitted without the
publisher's prior consent. Financial Times’ and
FT" are registered trade marks of The Financial
Times Limited.

The 1T o s joummaalis biect fo

All pages from Financial Times (Asia), Friday, August 19, 2022

Leaders of the two countries held rare
face-to-face talks, moderated by the EU,
in Brussels yesterday.

This followed a move by Kosovo that
required ethnic Serbians living in the
country to possess car registration
platesissued by the province of Pristina,
‘which resulted in barricades being
erected on the border and shots fired at
policeinlatejuly.
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Reprints are available of any FT article with your
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Cminimum order 100 copies). One-off copyright
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ot isethe sover-
eignty of Pnsuna which declared inde-
pendence in 2008 after a war that was
ended by Nato bombing of Serbia, and
claims its former province discrimi-

nati

NSAUUAE VULV QUL AUSUYY P 1

Josep Borrell, the
EU's top diplomat,
sald both leaders
agreed the talks
‘would resume In
the next few days

ter Albin Kurti. “Today there is not an
agreement, but we don’tgiveup . . . The
process will continue,” Borrell said after
more than six hours of talks. “But it is

not the end of the story . . . Bothleaders
agreed that the discussion will resume
inthe next few days.”

The EU and Nato are concerned the
increasing tension could spill over into
conflict at a time when Europe is

ng the disturbances, Pristina
delayed the implementation of the new
car registration rules by amonth to Sep-
tember1.

sures”.

The central bank lifted borrowing costs
0.5 percentage points yesterday, follow-
ing a similar move in June. It plans

ing market and household consump-
tion. The more aggressive messaging
from the central bank led analysts to
change their forecasts for interest rates.

anotheri month

inflation which is 6.8 per cent, more
than three times higher than the central
banlc’s target of 2 per cent. “A markedly
higher policy rate is needed to ease the
pressures in the Norwegian economy
and to bring inflation down towards the
target,” said Ida Wolden Bache, gover-
nor of Norges Bank.

The accelerated pace of rate rises
would reduce the risk of inflation from
entrenching at a high level, the mone-
tary policy and financial stability com-
mittee said yesterday.

Central banks around the world have

FINANCIAL TIMES

“We now expect the bank to makeita
hat trick of 50 basis-point hikes at the
next meeting in September,” said ]ack
All of Capital
“With price pressures looking strong,
further rate increases are likely to fol-
low.”

at the US bank Gold
Sachs raised their forecast for how
quickly Norges Bank would increase
rates in the future yesterday, predicting
it would lift its policy rate by a quarter
percentage point at every meeting until
itreached 3 per centin March 2023.
See Markets Insight

INTERNATIONAL

Cheney shrugs
off defeat with
vOw to prevent
Trump return

Ousted Republican launches campaign
to stop ex-president winning in 2024

JAMES POLITI — WASHINGTON

CAITLIN GILBERT — NEW YORK

Liz Cheneyhad long expected tolose the

Republican primary race in Wyoming —

and with it her seat in the US House of
— toHarriet

Lhe challenger backed by Dnnald

Trump.

Sowhen themoment arrived on Tues-
day night, she was prepared to shift
quickly to a new political mission for
herself and others who have been
purged from the party for daring to
antagonise the former president.

Cheney is planning to launch a politi-
cal movement, which will probably be
called “The Great Task”, whose primary
purpose will be to prevent Trump from
winning the White House again in 2024,
as he remains the Republican party’s
frontrunner.

“Im going to make sure people all
around this country understand the
stakes of what we’re facing, [and]
understand the extent to which we’ve
now got one majority political party —
my party — which has really become a
cult of personality,” she told NBC on
‘Wednesday.

Cheney, the daughter of former vice-
president Dick Cheney, faces a lonely
battle within the party to achieve that
goal, as the vast majority of its lawmak-
ers either staunchly support Trump or
refrain from criticising

“Cheney will continue to ldenﬁfy asa
Republican, sure, but she would defi-
nitely be on the fringes of her party:
what was once fringe is now centre and
the centre is on the fringe,” said Matt

Continetti, a senior fellow at the Ameri-
can Enterprise Institute.

Itis also unclear if traditional Repub-
licanism has sufficient grassroots sup-
port nationwide to succeed in mobilis-
ing conservative voters to turn their
backs on Trump or even provide a
launch pad for Cheney’s own hinted-at
rival presidential runin2024.

But Cheney, who established herself
asthe most prominent Republicancritic
of Trump as vice-chair of the congres-
sional panel investigating the January 6,
2021 attack on the US Capitol, has
acquired a standing in politics that will
behard toignore.

In September, she will preside over
public hearings of the committee delv-
ing into the insurrection, which will put
her back at the centre of the political
debate. Meanwhile, an array of conserv-
ative donors in finance and business are
willing to bankroll her efforts as part of a
last-ditch effort to restore the party’s
institutional roots.

“Thisisnot thelast you've heard of Liz
Cheney, and frankly, this is not the last
you've heard of us,” said Peter Kellner,
the founder and managing partner of
investment firm Richmond Global, who
donated to Cheney as well as David
MccCormick and Jaime Herrera Beutler
this year, all Republicans who lost pri-
mary races to Trump-endorsed rivals.

“We are an angry group, but we have
more pride than we have anger, in terms
of our patriotism,” he added. “If I were
Liz, 1 would feel very good about myself.
And Iwould sleep comfortably knowing
there are many of us who look to her as

one of the most important Americans of
our generation.”

Doug Heye, a Republican strategist,
said Cheney’s effort may not be entirely
quixotic. Primary races have shown that

while in Wyoming the grip of Trumpism
remains tight, in some swing states,
such as Pennsylvania, Trump-backed
candidates prevailed but not by huge
margins.

Yet her path will probably be narrow.
Cheney’s familial association with the
George W Bush admuustmhnn, as well

Beaten: Liz
Cheney speaks
to supporters in
Jackson on
Tuesday. Left, a
session of the
January 6 panel
in Washington

asher rightwing posil on
issues such as abortion, may alienate
some voters on the centre left, even
though respect for her among liberals
has grown as she has fought to hold
Trump toaccount.

If she runs for president, the wrath
against her from the right will only
intensify, whether she pits herself
against Trump for the Republican nom-
ination or onanindependent ticket.

"Cheney’s ‘most successful avenue is

ining platforms by which sh
continue to be outspoken in her criti-
cism of Trump and in her opposition to
his restoration. That may be more

Thew/AFFIGetty images

‘Many of us
look to her
asone of
the most
important
Americans
of our
generation’

diate than a political ign,”
said Continetti. “If she decides to run for
president, she probably would be
tempted to run in the Republican party
only for the chance to appear on stage
with Donald Trump in one of the
debates. I also believe that the institu-
tional Republican party, should Donald
Trump run, will do everything in its
power to prevent that from happening.”

Heye said that although Cheney had
signalled she wanted to keep the fight
against Trump alive, she still needed to
refine her plan and her goals.

“We don’t know what the strategy
behind it will be. Last night, she said
that she was not going to stop in her
efforts to prevent Donald Trump from
being president again. That’s very dif-
ferent than wanting to become the next
president,” Heye said. “And alot of peo-
ple who run for presidentaren’t running
with the expectation that they’re going
tobe president.”
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Energy

Beijing backs coal to cope with heatwave

Move to keep factories
open comes as drought
hits hydropower plants

PRIMROSE nlunDAu AND GLORIA LI
HONG KON

China will offer assistance to coal plants
to maintain electricity supplies as
demand for the fuel surges in the wake
of extreme heat and droughts in the
south-west.

Amonths-long heatwave and alack of
rain have starved dams of water in
Sichuan, a province of 80mn that relies
mostly on hydropower, forcing authori-

ties there and in the neighbouring
municipality of Chongging to ask com-
panies to shut factories temporarily.
China’s vice-premier Han Zheng said
on Wednesday that Beijing would
provide support for coal after the plan-
ning ministry said daily consumption of
the fuel by power plants was up 15 per
cent in the first two weeks of August
compared with the same period last

year.
“[We need to] guarantee safe electric-
ity supply for the people . . . and key
sectors,” he said during a visit to the
State Grid Corporation of China.
The government would “enhance pol-
icy support [and] take multiple meas-

uresto help coal 1 diffi-
culties”, he said without elaborating.

David Fishman, an analyst who cov-
ers Chinese energy at The Lantau
Group, said Sichuan would inevitably
turn to coal, which has become more
expensive because of high demand.
Government support could include a
pricecap, headded.

“[Provinces where] coal capacity [is]
deployed to support hydropower in the
dry season will be looking to maximise
‘usage of their coal capacity as hydro
production drops,” said Fishman.
“Under these conditions, there’s no
choice but to run the coal plants at max-
imum capacity.”

Citi ities said the power s]mrt—
ages could spread to other p:

‘have fired metal canisters into the air to
T 5

droughts and hot wealher continued,
although Fishman said the heatwave
had not caused prub]ems in the south-
ern ing hub of

US electric carmaler Tesla and state-
owned SAIC Motor said the power short-
ages in Sichuan had led to supply chain

“The weather would have to be quite a
bit hotter for quite a bitlonger to endan-
ger Yunnan hydro and, subsequently,
‘Guangdong power supply,” hesaid.

During the drought, some local gov-
ernments along the Yangtze river,
China’s most important waterway
which fell toa record lowlast week, have
tried toinfluence the weather.

Cities along dried-out parts of the
river, including Chongqing and Wuhan,

Homes, subway stations and shop-
ping centres have also been hit by the
power shortages.

Chinese social media site Weibo has
been flooded with local residents’ com-
plaints about thelack of air conditioning
at homes, offices and dim lighting at
subway stations. “I felt like I was being
cooked,” read one post.

Additional reporting by Cheng Leng in
‘Hong Kong

High and dry:
aboy climbs in
the riverbed of
ch ing’s

Pollution

Scientists
find way
to destroy

‘forever
chemicals’

CLIVE COOKSON — LONDON

Scientists have discovered a simple
method for destroying harmful chemi-
cals previously thought to be almost
indestructible, which pose a growing
pollution problem and healthrisk.

Synthetic compounds known as per-
and polyfluoroalkyl substances, or
PFAS, but commonly known as “forever
chemicals”, have been used for decades
in industrial and consumer products,
from ‘waterproof fabrics and firefighting

Jialing river, a
tributary of the
Yangtze, which
has record low

water levels
Thormas PeieryReuters

stick cooking pans.
hey inth i
beuuse of their chemical stability,
potentially posing a threat to human
and animal health.

Chemists from Northwestern Univer-
sity in Hlinois and the University of Cali-
fornia Los Angeles have developed an
inexpensive low-energy process that
breaks down two of the most important
classes of PFAS into harmless chemi-
cals. The discovery was published in the
journal Science yesterday.

“PFAS have become a major societal
problem,” said William Dichtel, North-
western’s project leader. “Just a tiny
amount of PFAS causes negative health

‘We wanted to use
chemistry to create
asolution that the
world can use’

effects and it does not break down [in
the environment]. We can’t just wait out
this problem.”

Exposure to PFAS depresses the
immune system, decreases infant and
foetal growth and increases the risk of
kidney cancer in adults, according to a
report by the US National Academies of
Sciences, Engineering and Medicine
published last month. It found evidence

East Asia. US-China relations

Taiwan tension forces rethink by multinationals

Businesses step up plans for

different scenarios in belief

i and its allies to diversify
away from the mainland marl
Business leaders say the ]ack uf an

invasion is now more likely

FT REPORTERS

Multinational companies are drawing
up contingency plans in the event of a
US-China military conflict after Beijing
launched an unprecedented series of
exercisesaround Taiwan thismonth.

Intensified planning by business lead-
ers in the US, Europe, Japan and else-
where s a signal thatinvestors in China
no longer consider an invasion of Tai-
wan to be merely a low probability
“black swan” risk to the world’s second-
biggest economy.

“There’s a lot of scenario thinking
going on . . . “What shall we do in case
there is a war? Should we close our
China operations? How can we sustain
our business and overcome possible

exodus by
the dearth of alternatives to the world’s
biggest consumer market and most
important manufacturing base. But
some US companies are among those
consideringmoving parts of their opera-
tions out of China, threatening eco-
nomic ties between the superpowers.
Eric Zheng, president of [he Amen—
canChamber of C gh

Strait. The episode also came againsta
‘backdrop of western criticism of China’s
refusal to condemn the Russian inva-

still, Zheng said many large US com-
panies, including Disney and Elon
Musk’s Tesla, had made long-term com-
mitments to be “in China, for Chma

Perkins Coie, said the pace at which
companies might shift operations out of
the country could hinge on the upcom-
ing20th Chinese Curnmum.vlparty con-

sion of Ukrame as well as Beijing’s
Xii d HongKon;

US president Joe Biden, who has said
‘Washington would defend Taiwan if
China invaded, is rallying allies to coun-
‘ter Beijing’s regi tiveness.

and d highly dep on
access toits 1.4bn consumers.

The most serious confrontation over
Taiwan in almost two decades has also

d political pressure on compa-

Trade

said that for many US manufacturers
with global supply chains, the Ta.lwan

jton and Taipei
to begin formal talks

crisis was them
building facmnes in other countries.
“The popular thinking is ‘China plus
one’ or even ‘China plus two’ —meaning
China will still be the primary base for
manufacturingbut you have an alterna-
tive south-east Asian country, just in
case,” hesaid.

‘Another US business executive, who
asked not to be named, stressed that the

The US and Taiwan have agreed fo
begin formal trade and investment
falks. The move stems from a joint
inifiative announced in June and
talks are expected to begin in the
early autumn. They aim to deepen
engagement in agriculture, digital
trade, climate and other areas.

The announcement falls short of

nies that rely on exports to China.

David Mahon, a western investment
manager and adviser based in Beijing
since 1985, said that for groups such as
New Zealand dairy exporter Fonterra,
diversification away from their most
important market would notbe easy.

“They’ve been advised to diversify.
The question is, where? Do I just stop
taking profit for the next five years?
There'snowhere to go,” said Mahon.

Fonterra said it closely monitored

gress, at which Xi D
poml.ed ashead of the party and its Cenf
‘tral Military Commission.

“If [there are] no policy changes on
multiple fronts — and I don’t expect
there to be — we might be seeing an
accelerated level of strategic reshoring,
nearshoring or offshoring to more
friendly countries,” said Zimmerman.

The head of Asia execution at a Wall
Street investment bank said investors
had been asking about strategies to
‘"hedge against Taiwan risk since Russia’s
invasionof Ukraine.

“People are not at all certain that
there will be fallout. 1t’s more about
understanding what the escalation

geopolitical developments and that  pointsare,” the person said.
“China continuesto be a profitable mar- Zheng of AmCham Shanghai said ten-
ketmthexce]lempmpeds sions could only be eased once Xi and
Noriaki Yamaga, Biden bletomeet in person.

that link: cancers.

“We wanted to use chemistry to cre-
ate a solution that the world can use,”
said Dichtel. “It’s exciting because of
how simple, yet unrecognised, our solu-
tionis.”

The process involves heating PFAS to
about 100C with sodium hydroxide in
dimethyl sulfoxide, a common solvent.
This sets off a series of reactions that
destroy the otherwise unbreakable
chemical bonds between carbon and
fluorine atoms that make PFAS so sta-
ble. The products are harmless, small
organicmoleculesand fluoride ions.

Astudy published this month by envi-
ronmental scientists at Stockholm Uni-
versity and ETH Zurich found that rain-
fall samples from around the world
exceeded the latest guidelines from the
US Environmental Protection Agency
for PFASlevelsin drinking water.

Based on these guidelines, “rainwater
everywhere would be judged unsafe to
drink”, said Ian Cousins of Stockholm
University. “Although in the industrial
world we don't often drink rainwater,
many people around the world expect it
tobe safe to drink and it supplles many
of our drinking water sources.”

Water companies can filter PFAS out
of drinking water but the chemicals
then need to be disposed of — and the
only methods available today involve

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F 19&ts=20220818193929&uq=20220804103507
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blockades?"” said Jorg Wuttke, head of
the EU Chamber of Commerce in China.
“Thislittle island that was always sort of

contingency planning did not reflect an
“anti-China” position but rather a pru-
dentresponse to the realities and poten-
hally catastrophic ramifications of the

simmering . . . all of a sudden is per-
ceived in many head ters like it’s
going to be the next Ukraine.”

Even before tension soared over Tai-
wan this month, multinational compa-
nies active in China faced increasing
reputational risk and pressure from

risk of military conflict.
President Xi Jinping’s decision to con-
duct military exercises in response to
this month’s visit to Taipei by US House
Speaker Nancy Pelosi has dramatically
altered the status quo in the Taiwan

All pages from Financial Times (Asia), Friday, August 19, 2022

Taiwan's hopes for a bilateral free
trade deal but officials said the
‘talks were important in keeping
trade ties open, and they hoped to
negotiate such a deal in the future.

The move Is likely fo further
inflame tensions with China, which
opposes US efforfs fo deepen ties
With Taiwan. Felicia Schwarfz

officer at shipping company Kawasaki
Kisen Kaisha, questioned the extent to
which economic and trading ties
between the US and China could be

“You don’t want to see decoupling
happening. You don’t want to isolate
china. And you don’t want to see these
countries going totally separate ways.
Theb line is the US-China leaders

Lk d despite the temporary dis-
rTuption to business from events such as
Pelosi’s visit. “Is it realistically possible
for the global economy to have a US-
«China decoupling?” he said.

James Zimmerman, a China lawyer at

have to work out their differences.”
Reporting by Edward White in Seoul, Tom
Mitchell in Singapore, Kana Inagaki in
Tokyoand Hudson Lockett in Hong Kong
See Opinion

high temperatures or pressures. Incin-
eration may release some PFAS into the
air, said Dichtel, while buying them in
landfills is “just guaranteeing that you
will have a problem 30 years from now
because it’s going to slowly leach out™.
The Northwestern-UCLA process will
also need PFAS to be captured or con-
om water

sites before they can be destroyed.
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South Korea divided over repatriation of fishermen murder suspects to North

CHRISTIAN DAVIES AND KANG BUSEONG
SEOUL

When South Korean officials boarded a
stray North Korean fishing vessel in
2019, they were confronted with 16
corpses, two suspects and an acute
political dilemma.

Three years later, footage emerged of
the two fishermen, who confessed to
killing their fellow crew members, being
handed over to the North Korean
authorities and near certain execution.

The resulting controversy has pitted
South Korea’s conservative administra-
tion against itsleft-leaning predecessor,
raising doubts over South Korea's
respect for human rights, how Seoul
handles relations with Pyongyang and a
decades-old cycle of political revenge
and recrimination.

Friday 19 August 2022

“Thi: i iple of what hap-

penswhenboth the law and the facts are
interpreted in a partisan way,” said
Jeongmin Kim, lead analyst at Seoul-
‘based informationservice Korea Pro.

“It suggests that South Korean
democracy is more dysfunctional than
many people assume.”

On Tuesday, prosecutors conducted a
series of raids on the homes of directors
of South Korea’s National Intelligence
service, who served under left-leaning
former president Moon Jae-in, over
their handling of the fishermen’s
repatriation. According to the South
Korean constitution, all Koreans,
‘whether from the North or South, are
citizens of the Republic of Korea gov-
erned by Seoul. There is no extradition
treaty between the two countries.

Defenders of the Moon government,
‘which was in office at the time of the
incident, argued that the two fishermen

were “heinous criminals”. They added
that the fishermen’s requests to defect
to South Korea had been “insincere”
and that the government’s decision to
hand them over to Pyongyang after just

~f§;§ |

Moon Jae-In: the
former president's
administration has
been accused of
capitulating to
Pyengyang

three days of investigation was made in
theinterests of publicsafety.

But critics have pointed out that the
Moon administration was pursuing a
policy of engagement with the North at
the time of the arrests. They have cast
the decision as a shameful and mis-
guided capitulation to Pyongyang as
well as an affront tothe rule of law.

J* FINANCIAL TIMES

FTWeekend

The tragedy of the birds:

the virus decimating global wildlife
https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F 19&ts= 20220818193929&uq 20220804103507

The ultimate fate of the fishermen is
unknown. Last month, the administra-
tion of President Yoon Suk-yeol, who
assumed office in May, accused the
former government of committing a

“crime against humanity”.
The South Korean publlc is spht on

istration in reigniti
The images of the fishermen lmmg
handed over to the North Koreans, with
one of the men appearing to physically
resist his transfer, were published by the
conservative Chosun Ilbo newspaper
last month, having been “discovered”

theissue. A poll.
Public Opinion Research last month
found that 49.9 per cent of respondents
thought it was “wrong” to send the fish-
ermen back to North Korea, with 40.2
per cent saying the move was correct
and 9.9 per centunsure.
Yoon, a former prosecutor, built his
pru]anty ona reputauﬂn fur fearless
jailing of
Samsung heir Lee Jae-yong and Park
Geun-hye, the former conservative
president, overa bribery scandal.
But experts have questioned both the
methods and the motives of his admin-

ion ministry shortly after
‘Yoon assumed office.

sung 1ljong, a ruling People Power
party lawmaker, said that the repatria-
tion proved that “the Moon administra-
tion was a friend of the Kim Jong Un
regime”.

Karl Friedhoff, a fellow at the Chicago
Council on Global Affairs and an expert
in South Korean politics, said that
Korean conservatives had long sought
to portray their liberal opponents as
willing to “sell out” their country’s dem-
ocraticvalues and national security.

See FT Big Read

5/20



2022/8/19 21:37 All pages from Financial Times (Asia), Friday, August 19, 2022

7V, SRR

Wine: Why the older
vintage may not always
be the better bottle

Simon Schama: the sacred
right fo free speech

How legal marijuana is
changing New York City

Lunch with Starling Bank
founder Anne Boden

Pick up your copy this weekend or

subscribe online at ft.com/subscribe

* FINANCIAL TIMES

Friday 19 August 2022

Dr Doom Economist Henry Kaufman fears a sluggish, timid Fed is failing to fight inflation with Volcker-type resolve © markets
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Turkey defies
80% inflation
with sharp cut
to interest rate

e Currency slides on loosening policy
e Effort to spur growth before election

AYLA JEAN YACKLEY — ISTANBUL

Turkey rocked markets yesterday with
a 100 basis point interest rate cut
despite inflation of nearly 80 per cent,
as the central bank loosens policy fur-
ther to spur growth ahead of a general
electionnextyear.

The bank had been expected to keep
the rate at 14 per cent, which had
already pushed real Turkish yields deep
into negative territory, a poll by broad-
caster Bloomberg HT said.

Instead, policymakers lowered the
rateto 13 per cent, saying they were con-
cerned about the possibility of slowing
economic growth. “Leading indicators

‘With inflation at 80%, this
recipe [by the central
bank] only spells disaster’

Cristian Magg]

b, TD Securities

for the third quarter point to some loss
of momentum in economicactivity,” the
bank said yesterday.

“Itis important that financial condi-
tions remain supportive to preserve the
growth momentum in industrial pro-
duction and the positive trend in
employment in a period of increasing
uncertainties regardingglobal growth as
well as escalatinggeopolitical risk.”

Thelira dropped about1per centtoas
low as 18.14 against the US dollar, the
weakest level on an intraday basis since
a severe slide late last year. The cur-
rency has tumbled more than 25 per
cent in 2022 as scorching inflation and
A al

e d Tk

governor, supports President Recep
Tayyip Erdogan’s unusual theory that
high interest rates cause inflation, while
mainstream economists subscribe to
the opposite view.

“Instructions may have come down
fora cutamid signs growth may be slow-
ing,” said Ceyhun Elgin, a professor of
economics at Bofazigi University in
Istanbul. “The aim may be to carry
things forward, for better or for worse,
until the election.”

Erdogan’s ruling party has seen its
support tumble to historical lows amid
widespread unhappiness with the cost
of living in Turkey, less than a year
before the election. The presidentis bet-
ting that the weak lira will help manu-
facturers export more goods and cheap
credit will boost investment and jobs.

Kavcioglu, who took the helm at the
bank last year, began easing monetary
policy in September, cutting rates from
19 per cent. That has unleashed Tur-
key’s highest inflation in a quarter of a
century. Rates, until yesterday, had
been unchanged at 14 per cent since
December. In recent weeks, the central
bank has recorded a sharp rise inits for-
eign currency reserves, helped by
inflows from governments abroad,
accordingtothe finance minister.

This may have encouraged Kavciogilu
to cut rates, giving the bank more of a
buffer if it has to intervene to support
thelira, Elgin said. But the bank’s coffers
remain about $61bn in thered, when lia-

Betting on bigger Gaming group Embracer
bolsters its stable despite market downturn

ANNA GROSS — LONDON

Prolific gaming dealmaker Embracer
Group defied a wider downturn in
the sector as it announced six new
acquisitions and posted a rise in first-
quarter sales and profits despite a
scarcity of new game releases.

The Swedish group, which has
become the biggest gaming company
in Europe after a four-year buying
spree, has entered into agreements to
purchase US group Limited Run
Games, karaoke group Singtrix, PC
game studio Tuxedo Labs, the intel-
lectual property rights to The Lord of
the Rings and The Hobbit literary
works, as well as another company
hoseidentity was kept i

bilities to other bank d for,
i 1ds om—

“with this decision, the central bank
of Turkey drops any residual pretence
W L S Yo

The initial cost of the acquisitions
was SKr6bn, but the total considera-
tion would be SKr8.1bn ($570mn),

2

P
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New game releases such as ‘Saints Row” are expected to improve sales further — e siver voliion/Embracer Group

below consensus estimates. The
group reiterated its forecast for the
full year, announcing it would be aim-
ing for 25-30 per cent organic growth.
Embracer’s share price dipped 0.3 per
centyesterday.

Its results come as gaming compa-
nies face weakening sales and lower
engagement in recent months, as
players returned to real-world pur-
suits post-pandemic and cut back on
spending. Analysts had been forecast-
ing a tougher period for smaller stu-
dios that ialise in ind d

the market growth in all of our busi-
nesssegments.

“We are eagerly scouting for strong
IPs as well as talent and capabilities
that make our ecosystem stronger,”
‘Wingefors said about possible future
acquisitions. “We are prudent and
increasingly selective in order to
ensure that we allocate our share-
holders”investments wisely.”

The only new release that made a
notable financial contribution to the
group’s performance was Evil Dead

games, such as the majority of those
owned by Embracer.

Embracer did report a particularly
light performance in console gaming
and entertainment and services,
which was offset by strength in table-
top and mobile games. The highest
contributor to Embracer’s revenue

—

but the group exj a strong roster
of games releases throughout the
year, including the popular action-
adventure game Saints Row this
month and the newest iteration of
Goat Simulator in September.

Analysts at Citigroup said “the bal-
ance will be between comfort on the
[full year] outlook” and the “slight
a PRI B

Australian
winemaker
puts faith in
UK drinkers

NIC FILDES — SYDNEY

The head of one of Australia’s largest
wine producers has put his faith in
Britons continuing to turn to his
products as they struggle with a cost of
living crisis.

Tim Ford, chief executive of Treasury
‘Wines Estates, which owns brands
including Penfolds, Wolf Blass and Lin-
deman’s, said rising global inflation and
higher household expenses were
putting pressure on thelower end of the
wine market.

But in UK, where inflation has
climbed to a 40-year high of 10.1 per
cent, Ford said there was no sign that
consumers were cutting back on wine
spending. “We haven’t seen that shift in
the UK. The £6-£8 a bottle price point
continues to be pretty strong,” he said.

Ford predicted that at-home con-
sumption of lower-end wine would
prove resilient. “That pandemic trend
has really stuck,” he said, referring to
how people started drinking more at
home after pubs and bars were closed
because of lockdowns.

Phillip Kimber, a consumer analyst
with E&P Financial Group, said that
during the pandemic and the 2008
financial crisis, in many markets,
including the UK, consumption of alco-
hol at home increased. “Supermarket
sales went crazy,” he said.

Ford said that Treasury Wine Estates
would not raise the price of cheaper
brands as the market could not absorb
the higher cost, though the winemaker
has raised prices for some of its popular
Tuxury and premium brands. “These are
not just lazy price rises. We can only do
it where demand exists,” he said.

TWE suffered a severe blow when
China introduced punitive tariffs on the
Australian wine industry in November
2020. China was its most lucrative mar-
ket at the time and the company was
forced to restructure and cut costs to
deal with the impact of the tariffs.

TWE’s full-year results for the year
ending June 2022 showed pre-tax profit
increasing just over 4 per cent to
A$372.9mn ($259mn).

The business grew in the second half

P
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unorthodox monetary policy have
prompted foreign investors to flee the
market.

Turkey has been bucking the trend of
other central banks that are raisingbor-
rowing coststoreininglobal inflation.

sahap Kavcioglu, the central bank

W UE LAIZEUIIE LIAUOn AU 1eveas 1Ls
overarching goal of supporting growth.
with inflation at 80 per cent, however,
this recipe only spells disaster;” Cristian
Maggio, head of emerging markets
strategy at TD Securities, said.

The central bank has an official infla-
tion target of 5per cent by end-2022.
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Embracer reported yesterday a
year-on-year doubling of sales in the
three months to June 30 to SKr7.1bn,
though it was below consensus expec-
tations of SK17.3bn. It also reported a
3 per centincrease in operating profit

p group Asm-
dee, which experienced strong
demand for trading cards.

“The first quarter was relatively
quiet, albeit a record quarter for the
group in financial terms,” said chief
executive Lars Wingefors. “we

pp 1w we Gompany s
first-quarter performance. They
added that the company’s results “do
enough to reassure and should be well
received”.

Embracer has 120 game develop-
ment studios, up from 10 four years

: We ard Bellihgcat.
We are an independent international collective. S

We are reseérchers, inves

jators and citizen journalists.

We probe subjects from ‘crimes against humanity to
environmental'destruction. We uncover evidence using
social media, satellite imagery and f)ublic records.

Everything leaves a trace. i

) ¥
Don't let them get away with it=Suphrt our work!
bellingcat.com
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to SKr1.32bn, though again this was  believe we are well placed to outp:

ago,and h
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Chinese Asian markets took hold. “It
has been an exciting year, geopolitics
aside,” said Ford.

TWE has maintained a presence in
China and will introduce a Chinese ver-
sion of Penfolds next month. Shares in
TWE rose 4 per cent after the results.

Appeal of lofty tech rhetoric is waning but opportunities remain

INSIDE BUSINESS

Richard
‘Waters

ave investors had enough
of the grand visions and
lofty rhetoric that did
much to fuel the tech
boom?

‘When stocks were riding high, it
seemed every tech start-up wanted to
change the world. Big claims were used
to justify big bets. They were also used
to get investors to look beyond the loss-
making present — where often there
was not even a plan for how to get to
profit —and focus instead on the sunny
uplands far in the future.

These days, only cryptocurrency
start-ups still seem to cling wholeheart-
edly to the revolutionary rhetoric —
though after the market meltdown that
set in late last year, even the email
pitches on behalf of new crypto projects
arrive in the inbox with an almost apol-
ogeticshrug.

It is unclear how much this merely
represents a stylistic change to suit the
times, and how much it is a genuine
retreat from the kind of risk-taking that
characterised the long tech boom.

The language that floated a thousand
start-ups is being refashioned. Findinga
new rhetoric — and investment
approach — to match the new moodisa
workin progress.

oOne of the starkest signs of this
change has been the startling retreat by
Masayoshi Son, the SoftBank chief exec-

* FINANCIAL TIMES

utive who has long been the arch-
exponent of the visionary style. Son
played on his reputation asa tech seer to
justify some his biggest bets, even when
his explanations were nebulous.

A humbled Son last week declared
himself “ashamed” of the glee he had
felt over SoftBank’s earlier investment
gains — many of which only existed on
paper. It was unclear whether he was
laying the ground for a complete
reversal that will see one of the biggest
risk-takers of the tech boom adopt a
purely defensive strategy from now on,
or whether the new humility was
mainly for public consumption as Soft-
Bank licks its wounds and prepares for
itsnextiteration.

Some other investors who fuelled the
boom — though with less overt cheer-
leading than Son — have also been lining
up their mea cul-

pas. Tiger Global, Backers are focusing

the US investment

firm that placed ON Shorter-term questions
more bets than gych as whether there

anyone on late-

stage tech start- 1S a demonstrable
ups, disclosed its  Jemand for a new idea

latest losses this
month, including that its long-only fund
was down more than 60 per cent this
year. Ina letter to investors, it admitted
to having overestimated the power of
tokeepinflationary forcesin
the atbay. thiswas
a case of believing too much in the sup-
posedly transformative nature of the
wvery companies it was backing.

If this new tone of chagrin is the order
of the day, it has not been adopted uni-
versally. When venture capitalist Marc
Andreessen this week disclosed a big
investment in the latest start-up from
Adam Neumann, founder of WeWork, it
brought together two figures who
embodied the expansive style of the

tech boom. To their fans, they have a
clearer view than most of the big oppor-
tunities thrown up by today’s technol-
ogy shifts, and are willing to place bigger
bets as a result. To their critics, on the
other hand, their sweeping pronounce-
mentsrepresentthe apotheosis of hype.

Details about the new company,
which will be involved in residential
property, are scarce. But in a blog post,
Andreessen said that what was needed
was a “seismic shift” and “rethinking
the entire value chain” in “the world’s
biggest asset class”.

Silicon Valley hasn’t always relied on
such language to promote potentially
world-changing ideas. Take Google's
announcement, in 1999, that it had
raised $25mn in its only round of ven-
ture capital. It used the news to declare
what, in retrospect, seems a relatively
modest ambition: to build “the best
search experienceon theweb”,

True, co-founder Sergey Brin added
that a “perfect” search engine — which
Google hoped to be one day — would be
able to “process and understand all the
information in the world”. But the focus
was squarely on a single technology
goal, to make search better.

Despite the retreat in tech stocks, the
long-term investment opportunities
offered by the rise of the digital econ-
omy haven’t changed. But the appetite
for lofty claims has diminished, as
backers focus on shorter-term ques-
tions such as whether there isa demon-
strable demand for a new idea, and
whether it has a sound economic foun-
dation. The winners in aless overheated
investment climate will be the compa-
nies that keep the long-term opportu-
nity squarely in their sights, but which
can also find a new way to convey how
they plantoget there.

richard waters@ft.com
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Covid and chip shortage hit Geely Auto

Profits fall 55% thanks to
Beijing's lockdowns and
global tech supply issues

OLIVER TELLING — SINGAPORE
PETER CAMPBELL — LONDON

Geely Auto said profits had more than
halved as a semiconductor shortage and
Covid-19 restrictions hit demand for
wvehicles and disrupted production.
Pre-tax profits dropped 55 per cent
to Rmb1.3bn ($191mn) in the first six
months of the year, compared with the
same period in 2021, the Chinese
carmaker said yesterday. Total vehicle
sales fell 3 per cent to 613,845,

though revenues rose 29 per cent to
Rmb58.2bn.

Car sales were one-third of its annual
target of 1.65mn vehicles, but the group
expected demand to recover during the
second half of the year and said it
planned tohit its target.

Shares in Geely Auto, the Hong Kong-
listed subsidiary of one of China’s largest
carmakers, dropped as much as 4 per
cent followingthe earnings report.

The profits fall is the latest sign of the
impact of China’s Covid-19 lockdowns
on its once high-flying companies. Geely
was also hit by a chip shortage that has
shaken the global auto industry.

The carmaker faced “huge disruption
to the supply chain, especially in the

first half of 2022 thanks to sporadic out-
‘break of the pandemic”, said chief exec-
utive Gan Jiayue.

During April and May there was

Boss Gan pointed to
‘huge disruption to
the chain, especially in
the first half of 2022

“almost a total halt in the supply chain
for the auto industry”, he added.
Despite the hit in the first half, Geely
Auto expected pandemic-related dis-
ruption to subside, with a recovery in
demand in the second half, it said.

It said it would strive to hitits target of
increasing the number of vehicles sold
24 per centto 1.65mnin2022.

The group also plans to increase
exports of its Chinese-made cars, which
includeits electric group Zeekrand sub-
seription brand Lynk & Co. Exports last
year rose more than 60 per cent to
88,000 cars. “We always hope to go
moreinternational,” said Gan.

Geely expects more than half of its
vehicles will be electric or hybrid next
year. About a quarter of cars sold in the
first half were classed as “new energy
vehicles”, a label China applies to bat-
tery or plug-in hybrid models. Geely
expects that more than 30 per cent of its
cars will be NEVs in the second half of

the year. Geely’s owner, Li Shufu, has
amassed an array of international
brands, from investments in Mercedes-
Benzto control of Lotus and Volvo Cars.
The company is also in the process of
listing parts of its network. Volvo Cars
floated last year, while Polestar, the
electric car brand owned by Geely and
Volvo, floated through a special purpose
acquisition company this year.
ln May ECARX, which makes in- czr
p disbacked by L4,
a $3.8bn Spac deal, while there are
also planned listings for the Zeekr
brand, and shares in a branch of Lotus
that will make electricsport utility vehi-
clesin China.
Seelex

Emirates halts
Nigeria flights
over block on
taking cash out
of the country

AANU ADEOYE — LAGOS

Emirates Airlines plans to suspend all
flights to and from Nigeria because of
an inability to repatriate funds from
the country, the carrier said yesterday.

The Dubai-based airline is suspending
services from September 1 after secur-
ing no progress in its efforts to move
funds, reported to be $85mn, out of the
west African country.

“Emirates has tried every avenue to
address our ongoi inrepat-

Ganfeng mints cash but faces

hazards as Beijing tightens

grip on strategic industries

HARRY DEMPSEY — LONDON
EDWARD WHITE — SEQUL

Last month Tesla founder Elon Musk
complained that lithium refiners were
“minting money” and making “soft-
ware-like margins”.

Close to the heart of lithium process-
ingsits Ganfeng Lithium, a highly profit-
able China group that is pivotal to car-
makers’ dreams of going electric but

Technology. Sector risk

China lithium champion walks a fine line

riating funds fmm Nigeria and have
made considerable efforts to initiate
dialogue with the relevant authorities
for their urgent intervention to help find
a viable solution,” the Gulf carrier said.
“There has been no progress”

Emirates said it would re-evaluate its
decision if there were positive develop-
mentsinthe coming days.

Nigeria’s central bank has imple-
mented tight foreign currency controls
asitseeks to ease pressure on dwindling
reserves. Ninety per cent of Nigeria’s
foreign exchange earnings come from
oil exports but production has dipped
below its daily Opec quota because of
theft, pipeline vandalism and a lack of
infrastructure, even as oil prices rise fol-
lowing Russia’s invasion of Ukraine.

Nigeria’s central bank operates multi-
ple exchange rate windows, including

‘Emirates has tried every
avenue to address our

rnaning challanmac in
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vu]nerable to slate mﬂuence as Beijing

With customers including Tesla,
BMW and Volkswagen, Ganfeng’s every
'move faces mounting scrutiny. In recent
weeks, the group has hit the headlines
for aninsider trading probe launched by
Beijing’s regulator, its near-$1bn acqui-
sition of lithium mines in Argentina,
and for a subsidiary’s participationin a
joint venture to explore for lithium in
Xinjiang, a region central to accusations
ofrrights abuses.

The heightened attention underlines
how the second-largest lithium proces-
sor by production volume after Chilean
rival SQM is walking a fine line between
keeping Beijing onitsside and establish-
ingitself in regional electric vehicle sup-
ply chainsin the west.

“It’sa Chinese company undergoing a
global expansion,” said Sam Jaffe, vice-
president of battery storage solutions at
E Source, a research group. “But I think
the state does want to have influence
over that company because they have
become so important to the lithium jion
battery chain”

Ganfeng declined to comment on the
probe and said it did not yet have spe-
cific exploration plans for Xinjiang.

Founded by Li Liangbin in Jiangxi in
2000, the group has become one of the
most important companies for over-
coming a bottleneck in the rollout of
electric cars: turning raw materials into
battery-grade lithium compounds.

In the first quarter of this year, Gan-
feng’s operating profit rose almost
eightfold to Rmb4bn ($592mn) on reve-
nues that more than trebled to
Rmbs5.4bn, resulting in margins of
about 75 per cent. Lithium prices have
multiplied 13 times in two years to
$67,050 per tonne of lithium carbonate
inJuly, according to Benchmark Miner-
alsIntelligence, a pricing agency.

Ganfeng’s roots are in chemical
processing but the group, listed in Hong
Kong and Shenzhen, says its focus is

Lithium

supplier and
battery maker

Ganfeng’s

project in Xinyu,
Jiangxi. Top
right, founder Li
Liangbin at the

Hong Kong

All pages from Financial Times (Asia), Friday, August 19, 2022

3

developing mining in Argentina, Mex-
ico, Australia and Mali for materials to
refine into lithium hydroxide or lithium
carbonate. Butit comes amid rising geo-
political tensions, localisation of EV
supply chains and development of
domesticlithium processing by western
nations, factors that could limit the
feedstock available for China refiners.

listing ceremo! ny Ganfeng’s rise to a market capitalisa-
in 2018 — tion of $26bn marks a remarkable
ecen for Liand busi tner

‘Wang Xiaoshen. The pair together own
just over a quarter of the group, accord-
ing to bourse filings. Ganfeng declined
to comment on its ownership structure.
Alex Payette, chief executive of Cer-
cius Group, a China risk consultancy,
says “relatively low-profile” Li has kept
Beijing onside despite the fact that “Li
and his business undoubtedly bene-
fited” from ties to some of president Xi
Jinping’s earlier political rivals. “Given
the strategic importance of lithium in
China and the sheer size of Ganfeng
Lithium’s market position, the party
would have a vested interest in main-
taining the status quo with Li insofar as
he does notstep outof bounds.”
Industry insiders praise the founders’
vision. Some call Li the “rain man” for
his ability to read the market and make
counterintuitive bets, including ship-
ping brine — from which lithium can be
extracted — from Chile to China to cut

costs. “Ganfeng foresaw the mineral
shortage and started investing aggres-
sively many years ago,” said Susan Zou,
battery materials analyst at research
company Rystad Energy. When lithium
prices slumped in 2019, the group kept
investing, said John Kanellitsas, execu-
tive vice-chair of Lithium Americas, in
which Ganfeng owns 20 per cent.
“There was nowavering of their vision.”

Despite the seeming neutrality and
affability of the founders, Ganfeng faces
the spectre of influence by an increas-
ingly authoritarian Beijing. Joe Lowry, a
former supplier to Ganfeng through US
group FMC and friend of Li and Wang,
said: “Ganfeng keeping its independ-
ence might be an issue. It depends on
how the Chinese government views its
battery and electric vehicles ambitions.”

Analysts say there is a growing risk
that Beijing asks Ganfeng to prioritise
China EV makers if the lithium shortage
deepens. Some suggest a state-owned
mining group such as Zijin Mining could
be directed to take Ganfeng over.

But executives at Ganfeng’s partners
argue it might thrive even if Beijing
tightened the screw. “For Ganfeng, lim-
iting the flow of material out of China
would create an opportunity, as they are
developing chemical processing glo-
bally, where the Chinese government
doesn’thavejurisdiction,” said one.

So far, Beijing’s main gripe with the

‘Tthink
the state
does want
to have
influence
over that
company’

Sam Jaffe,
E Source

sector had been the risk that the price
rise dented the market for electric cars,
said Daisy Jennings-Gray, an analyst at
Benchmark Minerals.

Ganfeng said resource shortages and
price spikes were mostly caused by the
“mismatch between supply and
demand” and the best solution was
“accelerating exploration and develop-
ment of upstream resources™.

The west’s increasingly hawkish view
of China is causing the company compli-
cations. Vancouver-based Lithium
Americas is considering spinning off a
Nevada project, potentially ridding it of
Chinese ownership and easing its access
‘o US government support.

Mexico, where Ganfeng is developing
a project, has moved to nationalise lith-
ium assets.

Such pressures look set to intensify.
The US climate change bill passed by
Congress last week appeared to target
China groups by requiring a threshold of
raw materials in batteries to be
extracted, processed or recycled in the
USor byatrade agreement partner.

Lowry said Ganfeng would find it
increasingly difficult to navigate
between increasing hostility towards
China companies in the west and meet-
ing demands from Beijing. “Ganfeng is
goingtobetreading afineline.”
Additional reporting by Maiqi Ding in
Beijing

VIZULLLE CLIALCLEGS 1L

repatriating funds’

an importer and exporter window,
where large institutions access dollars
for their business.

Tkenga Kalu, a foreign exchange
trader at Aza Finance, a forex facilitat-
ing company in frontier markets, said
Emirates” decision was because of the
central bank’s failure to meet the
demand for dollars by many institu-
tions operating in Nigeria.

The airline’s suspension of its activi-
ties was not “the best signal” to foreign
companies that invested their dollars in
Nigeria, he said. He warned that other
foreign entities with Nigerian opera-
tions could follow suit and suspend their
business in the country until there was
an alignment in all the various foreign
exchange windows and the market
started trading freely again.

Emirates had announced earlier this
month itwould reduce its weekly flights
from 11 to seven because of the prob-
lems. The complete suspension illus-
trates the airline’s growing concern over
trapped revenues.

Emirates is not the only carrier with
that problem. In June, the International
Air Transport Association, Iata, the
trade body, said foreign airlines operat-
ing in Nigeria had $450mn in revenues
they could not repatriate.

A spokesperson for Nigeria's aviation
minister Hadi Sirika said Emirates’ sus-
pension was “concerning”, adding: “The
minister of aviation has been trying
what’s humanly possible to assist them.
Not just Emirates, but all airlines
involved. The issue of repatriation of
funds does not fall within the purview of
the ministry. The little he [the aviation
minister] can do is talk to all those who
can help.”

The central bank’s policies were
unlikely to change soon, said Adedayo
Ademuwagun of Songhai Advisory, a
consultancy.

Transport. Logistics

Demand for air freight continues to grow even as supply bottlenecks ease

Cargo volumes increase

despite higher costs and

2019 and 4 per cent more thanin 2021,
theairline trade group estimates.
How long reliance on cnstly air slnp—

mentslastsh

CONCErn OVer emissions

BEN GLICKMAN — NEW YORK.

The use of air freight soared during
the pandemic as shippers leapfrogged
bottlenecks plaguing surface transport
networks to get their goods to free-
spending consumers.

Yet even as those bottlenecks start to
ease, demand for planes to move cargo
isgrowing. The trend i ing ship-

dollar question”, said Todd Ingledew,
chief financial officer of luxury brand
Aritzia. The Canadian company fore-
casts its profit margins will be as much
as three percentage points lower this
year than last because of higher costs
from expedited air freight from over-
seas manufacturing sites, he told ana-
lysts earlier this month.

Levi Strauss, the jeans manufacturer,

said higher air freight costs “to support
took

delivery of seasonal

pers’bottom lines, llﬁmglhefummesnf
airlines and boosting the most carbon-
intensive form of freight transport.
Global air passenger traffic is forecast
to be about a fifth lower in 2022 than in
2019, according to the International Air
Transport Association. Yet air cargo vol-
umes will be 11.7 per cent higher than in

Friday 19 August 2022

0.8 percentage points off its gross profit
margin in the latest quarter, while
Lululemon Athletica’s margin guidance
for its current quarter included 1.5 per-
centage points of “pressure from air
freight costs due to pnrt congestion and
capacity constraints”.

Gap took a $50mn charge from air

freight this quarter, which contributed
‘to the apparel retailer cutting its profit
expectations. Another apparel group,
PVH, took a $12mn hit in its latest quar-
terrelated to air freight.

Air freight is much more carbon
intensive than shipping by sea. In 2019,
ships moved nearly 350 times more

A wider range of businesses are now opting to ship by air — orewAngererGetty images

cargo than planes but accounted for
only five times more carbon dioxide
emissions, according to the Interna-
tional Transport Forum.

Butair freight is faster and has proved
more reliable than alternatives as ports
have been backlogged, truck drivers
have been scarce and warehouses have

* FINANCIAL TIMES

filled up during the pandemic. Global
supply chain pressures have declined
from a peak in December, but they
remain historically high, according to
an index published by the Federal
Reserve Bank of New York.

Industries such as fast fashion had
long relied on air freight to keep up with
the latest trends, said Zvi Schreiber,
chiefexecutive of logistics booking serv-
ice Freightos. Now a wider range of com-
Ppanies were shipping by air: for exam-
ple, the safety and technical equipment
manufacturer Brady said it shipped cru-
cial parts by airinits latest quarter.

Even as shippers suffer, demand for
air freight enabled Delta Air Lines ear-
lier this month to report its highest sec-
ond-quarter cargo revenue, a rise of 46
per cent compared with 2019. “Supply
chain disruptions are still pretty signifi-
cant.Idon’t see them beingresolved ina
material way for the next 12 months,”
said Ed Bastian, Delta’s chief executive.

“So1 think the outlook for air freight
should be fairly, fairly good.”

Cargo as ashare of global airline reve-
nue more than tripled between 2016
and 2021, said Marie Owens Thomsen,
chief economist at Iata, although she
said the share was likely to drop as pas-
senger demand returned to pre-pan-
demiclevels.

Others expect elevated demand for
air freight to last. US aircraft manufac-
turer Boeing has forecast the size of the
global freighter fleet to be 80 per cent
higher over the next two decades. Air-
bus, Boeing’s rival, expects the number
of freighters to increase by half by 2041.

Ocean shipping lines are also buying
into the air freight boom. Denmark-
based Maersk announced a new air
cargo wing in April, while France’s CMA
CGM has ordered six planes for its air
shipping division since November 2021.
Additional reporting by Steff Chdvez in
Chicago
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Gene editing technology speeds from lab to
clinic with promise to transform treatment

First Crispr drug will be with regulators this year as start-ups race to exploit revolutionary scientific discovery

HANNAH KUCHLER — LONDON

Just a decade after Crispr was invented,
lhe flrst drug to make use of the

y gene editing technol
wnll be with regulators by the end of the
year, with the promise that it will even-
tually transform the treatment of
genetic diseases.

In 2012, Nobel Prize winners Jennifer
Doudna and Emmanuelle Charpentier
published a scientific paper proving a
key part of the bacterial immune system
could be used to cut DNA: disrupting,
deletingor correcting genetic errors.

Their discovery started a race by
start-ups to create transformative — and
possibly even curative — treatments,
which has developed much faster than
previous advances in biclogy.

The first to close in on success is.
Crispr Therapeutics which, in partner-
ship with biotech group Vertex, expects
to submit late stage trial data seeking
approval for its treatment for the inher-
ited blood diseases sickle cell anaemia
and beta thalassaemia to EU and UK
regulators at the end of this year.

base editing, Beam’s specialism, is even
more precise.

still, some scientists would like to
wait for more data on how Crispr edits
affect patients over the longterm.

Luigi Naldini, a gene therapy pioneer
at the Vita-Salute San Raffaele Univer-
sity in Milan, said the outlook for Crispr
was “positive” but argued that compa-
nies should scrutinise data for longer. “
don’t want to be a Cassandra butin gene
therapy, we have prior experience, fol-
low-up data over a long time. Adverse
events at the level of the genome don’t
come upinstantly,” he said.

This week there was some good news
for gene therapies when Bluebird Bio’s
treatment for beta thalassemia received
FDA approval. It has a US list price of
$2.8mn, making it the most expensive
single dose drugever.

Gene therapies may have provided
key building blocks for Crispr — but they
did not solve the problem of how to pay
for one-off potentially curative drugs.
Drugmakers argue that the high prices—
Novartis’ one-off gene therapy Zol-
gensma to treat spinal muscular atrophy

https://digital.olivesoftware. com/ol|ve/odn/fta3|a/pr|ntpages aspx’7doc FTA%2F2022%2F08%2F19&ts 20220818193929&uq 20220804103507
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Its latest data show all sickle cell
patients were free of symptoms and
that the vast majority of beta thalassae-
mia patients were no longer reliant on
transfusions.

Doudna said it was “extraordinary”
that sickle cell patients such as Victoria
Gray, who was treated in the first trial
threeyears ago, had already been “effec-
tively cured of geneticdisease”.

She told the Financial Times: “One of
the most surprising and exciting things
to me is just how rapidly it’s been possi-
bletoapplyitin the clinic. Ithas been the
foundation for multiple companies, cre-
ated tens of billions of dollars in value
and many, many thousands of jobs.”

Accordingly, big pharma groups such
as Pfizer, Bayer and Regeneron have
taken note, forming partnerships with
the pioneers. Analysts predict drug-
makerswill soon bein the market to buy
Crispr companies, partly in the hope of
acquiring the tool to improve treat-
‘mentsfor cancer.

But the development of Crispr also

‘It is going to blow up in the
next 10 years [and] greatly
expand the number of
diseases that we can treat’

raised questions about the ethics of gene
editing and its long-term effects. Many
scientists condemned a Chinese
researcher who revealed in 2018 that he
had edited the genetic code of recently
born twin girls. There have also been
intellectual property lawsuits, debating
the relative contributions of Doudna
and Charpentier, and the Broad Insti-
tute’s Feng Zhang, who wrote a paper
showing how Crispr works in humans.

For the start-ups working on Crispr
drugs, the general slump in biotech
stocks, some failed trials and safety con-
cerns in the adjacent field of gene ther-
apy, have made life more difficult. 1t has
become harder to mnvmce investors
that thi: wer.

And when the first Crispr drugs are
approved, there is the question of per-
suading insurers and governments to
pay the high price tags, just as drug pric-
ing reform is back on the agenda in the
US, the world’s largest pharmaceutical
market.

‘Vijay Pande, a partner at venture cap-
ital firm Andreessen Horowitz, com-
pares Crisprto the invention of the tran-
sistor, which revolutionised computers.
“We are justat the veryearhesl stages 1
think where to
the1960sin computers,” he said.

The biggest remaining scientific chal-
lenge is delivering Crispr to other
organs, beyond the relatively easier
areas of the blood, liver and eyes. Kiran
Musunuru, a gene editing specialist at
the University of Pennsylvania, said
researchers were already starting to
make some progress. “It’s going to blow
upinthe next 10 years,” he said. “That’s

going to be transformative because it is
going to greatly expand the number of
diseases that we can treat with Crispr”

Crispr’s scientific success is partly
because it can use or adapt technology
developed and applied in gene therapy,
amethod of delivering missing genes to
patients that has been used to treat life-
threatening conditions such as spinal
muscular atrophy.

It has also benefited from the explo-
sion of data on the human genome,
which helps scientists to understand
which genes to target. “The thingabout
Crispr that’s so remarkable is that the
timing was right,” Doudna said.

Scientists quickly built on the original
discovery. About five years ago, they
created base editing, which can make
more precise changes. Pfizer has part-
nered with base editing company Beam
Therapeutics in a deal worth up to
$1.35bn, hoping to deploy its expertise
in lipid nanoparticles, developed from
its work on the Covid-19 vaccine, as a
way of delivering Crispr treatments.

‘While most trials are still targeting
rare diseases, base-editing company
Verve recently treated its first patient in
a study targeting a genetic condition
that causes high cholesterol, which
could one day be used in a market of
millions of patients.

Crispr is also being used to enhance a
type of individually tailored cancer
treatment called CAR-T therapy, which
could be what tempts pharmaceutical
companies into acquiring smaller spe-
cialist biotechs, according to Jefferies
analyst Maury Raycroft.

Big pharma groups aresitting on huge
cash piles and anumber of them need to
develop their drug pipelines before sig-
nificant patent expiries at the end of the
decade. John Leonard, chief executive of
Intellia, which conducted the first in-
body crispr delivery (rather than
removing cells, modifying and return-
ing them) as part of its trial for a liver
disease treatment, said it was “essen-
tially a foregone conclusion” that every
large pharmaceutical company would
have to have some Crispr capability.

Not everyone is persuaded. After a

‘ Crispr lags behind wider US biotech sector ‘
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has a Us list price of $2.1mn — are good
wvalue because they save years of health-
care costs for seriouslyill patients.

Steve Seedhouse, an analyst at Ray-
mond James, said the industry was dis-
cussing how to make high prices more
acceptable, including byspreadmg pay—

fiveyears, or
a treatment works. “It is not enhrely
clear in the long run if the high price tag
itself will be palatable,” he said.

Ifits sickle cell treatment is approved,
possibly next year, Crispr Therapeutics
will be the first to test the market for a
Crispr drug. Samath Kulkarni, the com-
pany’s chief executive, said it and Vertex
would have to “lay the groundwork for
an entire new class of medicines”. He
added: “Ultimately, it will change the
faceof the industry.”

Crispr/Cas9 edits genes by precisely cutting DNA
and letting natural DNA repair processes take
over. The system consists of two parts: the Cas9
enzyme and a guide RNA. The graphic represents
a Cas9/guide RNA complex binding to DNA

buoyant two years during the pan-
demic, the biotech sector is suffering.
Generalist investors are less focused on
‘Thealthcare and specialists fear too many
companies went public too early, often
withoutany clinical data.

The Nasdaq biotech index fell 21 per
cent in the past year — but Crispr com-
panies are down further. Shares in Intel-
lia have fallen 61 per cent in the past
‘year, Verve 42 per cent, Editas 73 per
cent, and Beam Therapeutics and Crispr
Therapeutics have each lost about 40
per cent of their market capitalisation.

Nooman Haque, Emea managing
director of life science and healthcare at
specialist lender Silicon Valley Bank,
said 2019 and 2020 were record years
for the sector, and for gene therapies in
particular, but now investors were com-
ing to realise there were still challenges
ahead. “There’s a realism that while the
technology might be wonderful and
awesome, the cold hard reality of the
‘business is: what am I going to get paid
forit? AmIgoing to be substantially bet-

‘The technology might be
wonderful [but] the reality
of the business is: whatam
I going to get paid for it?’
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ter tha.n the competition and in what
patientgroup?” he said.

The market has also been shaken by
several setbacks in trials for gene thera-
pies, though not Crispr specifically.

In 2020, the US Fuud and Drug

ation rejected a h

therapy from BioMarin, asking for more
data, though it has since received a con-
ditional approval in the EU. More
recently, VBL's gene therapy for ovarian
cancer did not prove better than stand-
ard existing care, while Biogen wrote
down more than $500mn after two gene
therapy trials failed.

Even more worrying to some inves-
‘tors were the trials paused because of
safety concerns. Last year, the FDA
‘halted several trials because of fears
that the therapies could increase the
risk of cancer. The most high profile
‘were two by BlueBird Bio. One trial was
restarted after the case of leukaemiaina
participant was found to be unrelated to
the drug. But in another, a link was
made, although the regulator’s advisers
‘have concluded that the drug’s benefits
still outweigh the risks, and it is waiting
for approval torestart.

Crispr companies stress that their
technology is significantly different
from conventional gene therapies,
‘which involve delivering, rather than
editing, a gene. John Evans, chief execu-
tive of Beam Therapeutics, said in some
kinds of gene therapy you could not
always control where the gene was
added but with Crispr you could — and
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Equities. Well-timed sale

Student makes $110mn after
bet on meme stock favourite

Fixed income
Country
Garden swept
up in China’s
real estate
debt crisis

BEDBATH &
BEYOND»

https://digital.olivesoftware. com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc= FTA%2F2022%2F08%2F19&ts 20220818193929&uq 20220804103507

GARY JONES — HONG KONG
EDWARD WHITE — SEOUL

Chinese developer Country Garden
estimated that first-half profits fell as
much as 70 per cent in the first half as

th try’s largest real b
sales was drawn into a crisis that has
raged through the indebted sector.

The company in a filing yesterday
said core profit was between about
Rmb4.5bn ($634mn) and Rmb5bn in
the first six months of 2022, down from
Rmb15.2bn a year earlier.

Coumry Gan‘len whlch lnst us ]zst
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Freeman, 20, amassed a big
stake in Bed Bath & Beyond

before its share price soared

ANTOINE GARA AND MADISON
DARBYSHIRE — NEW YORK.

A 20-year-old university student has
'made a roughly $110mn gain by sellinga
stake in struggling retailer Bed Bath &
Beyond after its stock price soared
during a month of frenzied trading
reminiscent of last year's meme stock
boom.

Jake Freeman, an applied
mathematics and economics major at
the University of Southern California,
acquired nearly 5mn shares in Bed
Bath & Beyond in July, according to
regulatory filings, after di: earnings
and the ousting of its chief executive
sentits stock price plummeting.

Freeman bought his stake at under
$5.50 a share. On Tuesday, Bed Bath &
Beyond surged to more than $27 a share.

As the stock soared, Freeman sold
more than $130mn worth of stock
from his TD Ameritrade and Interactive
Brokers accounts.

Freeman’s sale was well-timed.
shares in Bed Bath & Beyond tumbled
more than 20 per cent yesterday after
the investor and meme stock champion
Ryan Cohen disclosed on Wednesday
evening that he intended to sell his
entire stake of almost 12 per cent in the
company.

“I certainly did not expect such a
vicious rally upwards,” Freeman said in
an interview on Wednesday. “I thought
this was going to be a six months-plus
play . . . I was really shocked that it

‘ Bed Bath & Beyond morphs into a meme stock sensation
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wentup sofast.” Aftersellingtheshares, ~via Freeman Capital Management, a

Freeman went for dinner with his
parents in the suburb of New York City
where they live and on Wednesday he
flew to Los Angeles to return to campus,
hesaid.

Freeman’s initial stake cost about
$25mn, which he said was mostly raised
from friendsand family.

He has invested for years with his
uncle, Dr Scott Freeman, a former
pharmaceutical executive.

The two recently built an
activist stake in a publicly traded
pharmaceutical company called Mind
Medicine.

Freeman also said he had interned for
years at a New Jersey hedge fund,
Volaris Capital.

Justbefore his 17th birthday, Freeman
and its founder, Vivek Kapoor, a former
Credit Suisse executive, published a
paper titled Irreducible Risks of
Hedging a Bond with a Default Swap.

Freeman amassed his more than
6 per cent position in Bed Bath & Beyond

fund registered in the cowboy town of
Sheridan, Wyoming, according to the
filings.

Upon disclosing his position in July,
Freeman sent an uncompromising
message to the retailer’sboard.

The company, he said, was “facing an
existential crisis forits survival”.

It needed “to cut its cash-burn rate,
drastically improve its capital structure,
and raise cash”, he added.

Shares of the New Jersey-based chain
—known for operating cavernous stores
full of vacuums, towels and kitchen
gadgets — have risen fivefold over the
past month even after the grim earnings
reporton june29.

1t reported sales had plunged 25 per
cent in the second quarter compared
‘with the same period of 2021 while its
net loss widened to $358mn from
$51mn. Its cash position had dwindled
t0 $107mn from $1bn at the start of the

year.
Bed Bath & Beyond is one of a handful

INVestment graae raung amer ¥icn

downgraded it to junk on Tuesday, cited
n, the effects of th demi
and foreign exchange losses.

Unlike a growing number of its highly
leveraged peers, Country Garden has
notdefaulted onits debts.

The Chinese sector has been rattled
by aliquidity crisis following last year’s
collapse of Evergrande, the world’s most
indebted developer.

Country Garden had managed to
retain access to offshore bond markets
for refinancing, helping it keep some
stability at a time when tens of thou-
sands of China homebuyers are refusing
to pay mortgagesonunfinished flats.

As Beijing has sought to revive the

‘Country Garden couldn't
basically proceed with
pre-sales because the
contagion is so extreme’

sector with loans, there are signs that
confidence in Country Garden is
receding. The Hong Kong-listed shares
fell asmuch as 15 per cent during a single
session in July, wiping about $1.7bn from
its market value after it announced a
heavily discounted capital raising.

Alicia Garcia Herrero, chief
economist for Asia-Pacific at Natixis,
said Country Garden was suffering from
worsening sentiment to the sector.

There are fears of falling prices as
demand wanes and new flats stay
unfinished with developers running out
of money. “Now even Country Garden
couldn’t basically proceed with
pre-sales for new projects because the
contagion is so extreme,” she said.

China’s planners have for months
been moving to unwind efforts to
deleverage the sector and encourage
people to buy new houses. Shares in
Chinese property groups including
Country Garden rose sharply this week
on reports that Beijing might order state
groups to guarantee some developer
bondsissued inthe onshore market.

While Garcia Herrero expected that
such policy loosening would continue,
investors were watching for clearer
signs of direct state support.

She added: “The government’s
strategy is not to extend the bailout
totheworst performers . . . Will they go
beyond this for good names? My sense is
that it’s going to be very risky because

itsa moral hazard, which
will then go into other sectors.”

Equities

Wall Street’s ‘Dr Doom’ warns Fed to
toughen up and deliver investor shocks

GARY SILVERMAN — NEW YORK

Some 40 years ago, former Salomon
Brothers economist Henry Kaufman
helped start one of history’s great bull
mar]

Known as “Dr Doom” for his bearish
views, he roused investors by changing
his stance and forecasting a fall in inter-
est rates after a punishing US Federal
Reserve campaign to tame inflation.

Now aged 94, Kaufman remains
focused on financial affairs and in a
recent interview was sufficiently spry to
hold forth at length on his book of last
year, The Day the Markets Roared, which
recounts his fateful rate call on August
17 1982. Asked how he was doing, he
answered: “Sofar, so good.”

His views on US monetary policy are
less sanguine. He fears that today’s Fed
under Jay Powell is failing to combat
inflation with the resolve displayed by
Paul Volcker, who aggressively raised
interest rates while leading the central
bankin the 1970s and 1980s.

“1amstill waiting for him to act boldly
— “boldly’ means he has to shock the
market,” Kaufman said of Powell.

“If you want to change someone’s

Friday 19 August 2022

view, if you want to change someone’s
action, you can't slap them on the hand,
you have to hit theminthe face.”

Kaufman said the Fed chair erred
after he made his pivot on inflation last
November. Months passed between the
time Powell warned of “persistently
higher inflation” and the start of Fed
interest rate increasesin March.

“His forecast was right, his inaction
was wrong,” Kaufman said.

As aresult, markets are facing a far

Henry Kaufman: a 1980s equivalent
of today’s social media influencers

differentsituation than they were when
Kaufman distributed his legendary
Salomon memo predicting that interest
rateswould head lower.

“Today, the inflation rate is higher
than interest rates. Back then, interest
rates were higher than inflation rates.
It’s quite a juxtaposition,” he said. “We
have a long way to go. Inflation has to
come down or interest rates will go
higher”

Interest rates had already started
falling before Kaufman issued his
celebrated 1982 forecast but it was his
prediction of a sustained decline that
moved the markets.

His impact stemmed from his status
as the late-20th century equivalent of a
social media influencer. Kaufman was
s0 d for his p that

Sweet dreams: of meme stocks that became popular at
struggling the start of 2021 but has garnered less
retailer Bed attention than Gamestop, the video
Bath & Beyond, game retailer chaired by Cohen, and
known for AMC, the cinema chain.
its oversized The increase in its share price has
coupons, been driven by interest from retail
became a investors attracted by the stock’s small
favoured target free float — or the number of shares
for meme stock  available to the public for trading — and
h i John a signifi number of short sellers
BT R betting the price will fall.
Those two characteristics tend to
draw interest from retail investors
frequenting Reddit forums.
It means they can try to engineer a
“short squeeze” by driving the share
price higher and forcing professional
investors to unwind their bearish
positions, which only propels the stock
even higher. Bed Bath’s potential as a
meme stock was core to Freeman'’s
interestin the company.
When Freeman disclosed his
survival plan for Bed Bath & Beyond in
July, itmixed ordinary corporate finance
proposals standard to any complex
business restructuring with strategies
1 thought that signalled he believed a recent spate
" of often inexplicable, meme-inspired
this was trading surges offered new ways for the
2 home goods retailer known for its
gOll'lg'tO oversized coupons tosurvive.
be asix It was a separate disclosure on
L Monday from Cohen, who is also
months co-founder of pet food retailer Chewy,
plus play. thatsent thestock onatearonTuesday.  Our global
He disclosed that he had purchased a team gives you
Twas really large number of call options in Bed Bath market-moving
shocked &Beyond — derivatives that candeliver  news and views,
s awindfall ifa stock rises invalue. 24 hours a day
thatit WC.H'E Cohendid not respond to a request for
up so fast’ comment.
Technology

Battle over engineering group turns
spotlight on Nintendo's family office

KANA INAGAKI AND LEO LEWIS — TOKYO

After decades of building fantasy
worlds in video games, the heirs of
Nintendo’s founding family are
deploying their $1.5bn war chest for a
completely different mission: te
rebuild planet earth.

Nintendo’s family office burst on to
Tokyo’s financial scene in April with a
surprise buyout proposal for a 93-year-
old marine engineering company called
Toyo Construction, in which ithad built
a27 per cent stake via funds registered
inthe Caymanislands.

A heated public battle unfolded as
Toyo Construction tried to sell itself ata
lower price to a rival and made a failed
attempt to install a poison pill to block
the Nintend ily’sbid.

once investors learned of his new view,
stockssoared.

Having touched a cyclical bottom
only days before, the Dow Jones
Industrial Average rose 38.81 points, or
4.9 per cent, to 831.24, its biggest point
gaininhistory at that time.

“I had bearish views for a long
time . . . When I changed my mind, it
induced areaction,” Kaufman said.

The stand-off has turned the spotlight
oon Yamauchi No 10 family office, which
lays out its investment vision on a
quirky homepage designed like a video
game. There, accompanied by a gaming
tune, it promises to invest the wealth
built from Nintendo’s rich portfolio of
franchises including Donkey Kong, Super
‘Mario and Legend of Zelda “in the future
of thechildrenof the world™.

* FINANCIAL TIMES

The office was launched in 2020 by
Banjo Yamauchi, the grandson of
former Nintendo president Hiroshi
‘Yamauchi, who transformed the Kyoto-
’based company from a maker of playing
cards into a global gaming titan behind
theswitch console.

Using the Nintendo family’s wealth,
the office manages nearly ¥200bn
($1.5bn) in assets and its investment

making the ocean cleaner and sustaina-
ble. The company is one of dozens
backed by the family office with busi-
nesses that have the potential to trans-
form into next-generation technology.
“The company [Toyo Construction]
will need to shift from public works
projects to selling its technology
globally in the private sector and that’s
what we want to help them with,”

“We want to actively invest
in people who are defying
common sense to tackle
profound global challenges’
returns are used to finance philan-
thropic activities and efforts to help
start-ups.

“We want to actively invest in people

ho are defyi e

profound global challenges” for society,
Hirowaka Murakami, a former Gold-
man Sachs banker and chief investment
officer of the family office, said in an
interview.

Murakami said Toyo Construction’s
maritime technology could be used for

The office’s proposal to buy Toyo Con-
struction at ¥1,000 a share — 30 per
cent higher than the rival offer by
Infroneer — and its plans to improve its
perfor h ised ions over
whether itis actinglike an activistinves-
tor. But the office has ruled out going
directly to Toyo’s shareholders with a
hostile bid, saying it was focused on
reachinga deal through dialogue.

Toyo Construction has criticised the
office for what it describes as a “strong-
armed approach” but, in june, the fam-
ily office was forced to abandon its plans
for a shareholder vote on anti-takeover
measures.

Murakami said: “We just want to
create value together. The returns will
follow enly when that value is created.”

COMPANIES & MARKETS

The day in the markets

What you need to know

» Wall Street stocks edge higher after
latest round of mixed economic data

® US Treasuries make gains in wake of
Fed meeting minutes

® Dollar frades at highest level since late
July Inhaven buying

Wall Street stocks edged higher
yesterday after disappointing US home
sales data followed better than expected
labour market and manufacturing
reports, adding to the sense of global
economic uncerfainty.

The broad S&P 500 gauge was up 0.2

o cnnt by thi narhs sftarmann in Ko

‘ US housing market continued cooling in July ‘

Existing home sales (annualised rate, mn)
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It’s time to ask

Norway for cutin
Europe’s gas price

David Sheppard

Markets Insight

n the gas crisis, there has been one
bright spot. Norway — democratic,
friendly, reliable Norway — has

ctannad un tn haln kaan tha

goes by pipeline to Europe, making up
about a quarter of the continent’s
supplies. For the UK, they account for

an avan hichar AN nar cant of cnnkiac

both parties is to commit to long-term
contracts at prices significantly lower
than today’s spot price but well above

thahictarical swaraaa " haeaid
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‘York. The tech-heavy Nasdaq Camposne
was up 03 per cent.

Across the Atlantic, the pan-regional
Stoxx Europe 600 rose 0.4 per cenf.

Those moves came affer
unemployment data for the week ending
August 13 painted an opfimistic picture
with US weekly jobless claims coming in
15,000 lower than expected at 250,000.

Then fresh data showed that sales of
previously owned homes in the world's
largest economy clocked in at an
annualised rate of 4.81mn units in July,
down almost & per cent from the previous
month and lower than consensus
estimates of 4.89mn.

Separately, a Philadelphia Federal
Reserve survey of manufacturing activity
in the US gave a reading of 6.2 for
August, far surpassing the previous
month's figure of minus 12.3 and topping
expectations for a reading of minus 5.

Details of the survey “were mixed and
not particularly amazing on net”, wrote
JPMorgan analysts, but “this report senf
2 much more upbeat signal about

\J
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lights on in Europe, maximising
production even at the expense of its
own oil outputmtryand replace every

2017
‘Sources: FactSef; Nafional Assodiation of Reatiors

18 19 20

manufacturing conditions than the very
downbeat August Empire Sfate
manufacturing survey [from the New
York Fed] that was released earlier in the
week”.

In government bond markets, the yield
on the policy-sensitive two-year US
Treasury note slipped 7 basis points to
323 per cent, reflecting a rise in the price
of the debt instrument. The benchmark
10-year US yield fell 4bp to 2.84 per cent.

A day earlier, minutes from the latest
US Federal Reserve meefing signalled
that restrictive inferest rafes would be in
place “for some time".

Defails of the discussion indicated that
‘the central bank’s officials supported
raising rates to a point at which they
acted as a drag on economic growth, said
salman Ahmed, global head of macro and
strategic asset allocation af Fidelity.

But he noted that they did not “notch
up the hawkishness™ as much as
expected by some traders.

The US dollar — typically perceived as
a haven assef that rises in line with
expectations of higher interest rates —
added 0.6 per cent against a basket of six
other currencies fo frade around its
highest level since late July. lan Johnston

Markets update
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Forecast-beating results buoyed
networking conglomerate Clsco.

It posted quarterly revenue of $131bn,
above the consensus of $12.7bn, as easing
supply constraints drove better growth.

For the following quarter, Cisco
expected its revenue o rise between 2
per cent and 4 per cent, the midpoint of
which topped the Refinitiv-compiled
esfimate.

A cut 1o its guidance weighed on
Kohl's, the department store chain, which
was having to navigate higher inflation
and softer consumer spending.

The retailer now expected earnings per
share of $2.80 fo $3.20 for the full year,
down sharply from the $6.45 fo $6.85
range stated in April. Michelle Gass, chief
executive, said Kohl's was reducing stock
levels and lowering expenses “fo account
for a softer demand outlook™.

Social media platform Snap climbed
following reports that it would stop
developing ifs Pixy flying selfie camera, a
pocket-sized drone that was launched to
the press this year.

The Wall Street Journal reported that
the product was being scrapped as the
group reprioritised its resources.

Richard Branson's Virgin Galactic slid
after Bank of America cut its price target
for the space tourism group owing to its
“track record of pushing back launches".
Ray Douglas

News that it was returning money fo
Investors sent Denmark’s
Dampskibsselskabet Norden rallying.

“The shipping company announced an
interim dividend of DKr30 per share and
a share buyback of up fo $40mn.

This move followed what Jan Rindbo,
chief executive, described as a “fanfastic
second quarter” In which Norden was
able “fo capitalise on the exceptional
product tanker rates”.

‘Online pharmacy chain Zur Rose
climbed after saying it was in a position
to accelerate its “path to profitability”, a
development described as “very positive”
by Jefferies.

The Swiss group expected fo break
even in 2023, one year ahead of schedule,
through a programme that included
“structural cost savings” and improving
productivity.

‘An earnings miss weighed on Adyen
with Citi noting that the Dutch payments
provider was 3 per cent shorf of
expectations on revenue.

The gap for core profits and cash flow
was even wider at between 8 per cent
and 12 per cent. The broker also flagged
the lack of full-year guidance.

Better than expected results lifted
Swiss pharma group Slegfried, which
reported first-half revenue of SFr586.7mn
($617mn) — 7 per cent higher than RBC
Europe’s estimate. Ray Douglas

Electricals retailer AO World rallied
despite swinging o a loss of £37mn for
‘the 12 months ending March 31, down
from a £20mn profit the previous year.

Jefferies noted that, with AO World's
exit from Germany alongside its £40mn
fundraising, the retailers “profit-centric
pivot” looked sef to drive earnings ahead
of the broker’s previous estimates.

AO World expected adjusted core
profits to land between £20mn and
£30mn for the full year, above the
Refinitiv-compiled estimate of £17.8mn.

Furnifure refailer Made.com sank
during a choppy session, only fo edge up
by the close of frade.

In reply to media reports about it
possibly ralsing more capifal, the
company confirmed that an equity capital
ralse was among the options it was
considering in order to strengthen its
balance sheet.

Clive Black, analyst at Shore Capital,
noted that this was “all very worrying” for
Made.

Headlines around solvency were “a
nightmare for a big-ficket retailer”, said
Black, “as it creafes understandable
nervousness on behalf of the shopper as
‘to whether or not their big-ticket order
will arrive, so further deflecting custom
away from a brand just when order flow
and working capifal are really needed”.
Ray Douglas

canof Russian supply.

But as the price of gas has continued
‘to soar, more than doubling since Russia
started openly choking exports in June,
there are quiet rumblings in the
industry. They suggest that it is time to
ask Norway todomore, even something
that might once have seemed
unthinkable: Norway should agree to
cut the price at which it sells its gas.

Before howls of protest from Oslo and
complaints from free market purists, it
is worth saying this is nowhere near a
formal proposal. But that these views
are even being aired privately by hard-
ened oil and gas executives outside Nor-
‘way suggests they are worth exploring.

The argument is as follows: Europe,
whether it wants to admit it or not, is
embroiled in an economic war as a
Tesult of Russia’s invasion of Ukraine.

The greatest threat to Europe’s
support for Kyiv, well understood by
Vladimir Putin, is that the energy crisis
becomes an economic crisis and
‘western voters turn inward. Gas prices
are no longer just high but rapidly

ming economic weapons.

However nice the gas windfall that
Norway is reaping seems today —and at
the equivalent of almost $400 a barrel
of oil it is mind-bogglingly huge —itis
not in the country’s strategic intereststo
see its neighbours fall into a deep reces-

aans s saaggmis s prs s
The Norwegian government “forecast
in May thatits revenues from oil and gas
would already approach €100bn this
‘year. Ina country of 5.4mn people,
is about €18,000 per person or more
than total UK government public
spendingper capitain2020-21.

Gas prices have doubled since then
and nowtrade at more than 10 timesthe
level that they averaged over the previ-
ous decade. Norway clearly has signifi-

Itis notin Norway's
strategic interests to
see its neighbours fall
into a deep recession

cant fiscal h oil

and gas werelessthan €30bn last year.

such a solution would not be a pana-
cea. European gas market prices would
probably remain high to attract cargoes
of liquefied natural gas away from Asia.
There are risks to interfering with nor-
mal market signals. But it would help to
bring down bills for bailing out Europe’s
households and industry this winter.

Norway is more exposed to swings in
theglobal economy, in large part driven
by volatile energy prices this year, than
is apparent. Its $1.2tn sovereign wealth
fund, which invests proceeds from
decades of oil and gas output, lost 14.4
per cent or $174bn in the first half of this
year: more than the government stands
tomake fromrecord oil and gas prices.

Norway is also aware of the threat to
long-term gas demand from this crisis.
1ts desire to build a future energy econ-
omy based on renewables such as off-
shore wind and “blue” hydmgen relies

If Oslo was to agree to cap the price at
something like the equivalent of $150 to
$200 a barrel of 0il — more than Norway
earned on average in the first half of this

peration withi too.
High-level executives in Norway speak
candidly of the dangers of being seen to
pursue a“Norway first” approach.

year when state-backed energy Itis crucial for Europe to avoid falling
champion Equinor enjoyed record into the resource nationalism trap,
profits — that would still be pamful but  whichwould playinto Putin’shands.
for hould suggest that Norway be
Long-term mvesmrs inthe country’s  treated as a profiteer or its contribution
energy: ernment,  to pean energy security forgotten.
‘would still be rewarded. Aslak Berg,an  But it is worth at least debating if any-
economist who has worked for the Nor-  thing canbe done tobring down prices.
‘wegian government and the European Turning up the taps to full capacity is

Free Trade Association, said that, while

already appreciated. Doingitat a price

any cut in the price might be politicall

sion or to have an d Russia  difficult llow, Oslo had aninterest
pushing up against the EUs borders. in contributing to a stable European
The hard numbers are enlightening. ~ economy and to supporting Ukraine.

Most of the gas that Norway supplies

“An option that could make sense for

that hel; he the pain for P
economies might be in Norway’s
interests, too.

david.sheppard@ft.com

Contracts & Tenders

—EnBW

EnBW intends to sell two separate
24.95% indirect minority stakes in its
grid operator TransnetBW GmbH

EnBW Energie Baden-Wiirttemberg AG has decided to onboard ene or two long-term

investment partners for a minority stake in TransnetBW and intends to commence the

process: Prospective investor(s] are invited to register their interest to participate in
the potential sale of two separate 24.95% indirect minority stakes in TransnetBW GmbH

via a limited partnership company in the form of a German GmbH & Co KG yet to be

established [“Statement of Interest”).

For further information on how to participate in the bidding process that will be runin an

open, transparent and non-discriminatory way (“the Process”), please consult EnBW's

website, where all required information for this stage of the Process can be found:

www.enbw.com, see page Company > Investors > News and publications > Downloadcenter

or direct link (URL]:

https://www.enbw.com/company/investors/news-and-publications/?tab=Downloadcenter

Deadline for the submission of the Statement of Interest in compliance with the

requirements set out on that

P

is Tuesday, 6 Sep "

2022, 12:00 noon [CEST).

CONTACT

Morgan Stanley & Co. International plc
interestintransnetbw(@morganstanley.com

EnBW reserves the right to amend the Process and/or to amend the scope of the

transaction and/or to discontinue the Pracess.
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ARTS

How an adult kidde

This week’s new film
releases reviewed by
Raphael Abraham and
Leslie Felperin

he truth-based fiction film

has in recent years been

joined by a shadowy coun-

terpart: the untruth-based

non-fiction film. Joining
the ranks of Capturing the Friedmans,
Catfish and The Imposter comes docu-
mentary My Old School, the story ofa
30-year-old Scotsman who returned to
his alma mater in 1993 posing as a
17-year-old orphan.

Bearsden Academy, on the fringes of
Glasgow, already seemed out of step
‘with the times, with a headmaster clad
in long black gown and a deputy who
incited pupils to mark her arrival with a
borderline-fascistic salute. Into this set-
ting arrived a walking anachronism in
old-fashioned blazer and briefcase. He
came with a Canadian twang, an exotic
back-story — a globetrotting opera
singer mother with whom he'd seen the
‘world before her untimely death —and
the audacious name Brandon Lee (this
only months after the actual Brandon
Lee, actor son of Bruce, had been killed
onthesetof The Crow).

One of the many surprises is that not
only was the visibly more mature pupil
not shunned by his smart-mouthed
Scots schoolmates, he appears to have
‘become something of a social butterfly,
befriending bullies and their prey alike,
throwing parties, taking his cohorts out
clubbing. Teachers were similarly
taken, gushing over his knowledge and
eloquence, handing out A grades. The
final coup de thédtre was the end-of-year
production of South Pacific, in which the
ostensible introvert took the lead role
and wowed the crowds.

Could it be that his ruse went rather
too well? What began as a plan with a
clear objective — get in, keep alow pro-
file, get out again with good grades —
may have been derailed by the seductive

Top: Alan Cumming in
“‘My Old School’. Above:
surfer Layne Beachley in
‘Girls Can’t surf”

glare of popularity, leading the conjuror
to overplay his hand. What fascinates
most is the question of at what pointillu-
sion tipped over into delusion.

Key to thisis the testimony of the real

Is way Into class

man behind the myth, Brian MacKin-
non, who now talks to camera but is
never seen, his words lip-synced instead
by Alan cumming. The actor gives a
slyly chameleonic performance, slip-
ping between bruised vulnerability,
smirking creepiness and charismatic
bravado. Or is that in fact the magic of
MacKinnon, whom we are told had a
knack formesmerism?

This interview footage and that with
MacKinnon's now fortysomething class-
mates are woven together with ani-
mated reconstructions of key events,
the ginger trickster looking like a young
Malcolm McLaren. These cartoon seg-
ments not only add jollity, they are per-
fectly fitting for the Scoeby-Doo ending
we know is to come.

Beyond the captivating surface yarn
lie deeper layers: insights into the slip-
periness of subjectivity and how fact can
twistinto myth. “He sanglike an angel,”
id reveals
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less than divine vocals. The climactic
kiss, which all concerned remember as
an affectionless peck, turns out to be
something more ambiguous and, in the
word of MacKinnon’s young female
co-star, “icky”. Yet the overall tone of
Jono McLeod’s film is admirably unsen-
sationalist: what could be easy fodder
for character assassination becomes
reflective and, as MacKinnon’s real life
story isrevealed, flecked with empathy.
It’s a reminder that none of us are
exactly what we seem. Who knows what
secrets we carry? The FT itself is no
stranger to such bizarre antics. It has
been alleged that, in the 1950s, Brendan
Bracken, one of the paper’s founding
fathers and a onetime adviser to
Churchill, founded a school (also in
Scotland), where he posed as a 16-year-
oldinflannel shorts in order to be caned
by prefects. He was54.RA
Incinemas now

Julie Ha and Eugene Yi’s multi-faceted
documentary Free Chol Soo Lee
recounts a fascinating true crime story
that keeps delivering surprises, with
sharp storytelling skills and ace
editing. Chol Soo Lee, a handsome,
charismatic Korean immigrant victim
of injustice and horrific bad luck, is
seen here in archive footage telling his
own story, supplemented by readings
from his memoir read in voiceover by
Sebastian Yoon.

After a troubled youth in San Fran-
ciscowhere he was one of the few Korean
people in a teeming Asian community
composed mostly of people of Chinese
and Japanese descent, he was wrongly
identified by a bungled police investiga-
tion as the killer in a gangland shooting
and senttoprison.

Thingsonly got worse for him when he
ended up killing a neo-Nazi in a prison
fight (he claimed it was self-defence),
resultingina death sentence.

Lee finally caught a break when jour-
nalists and lawyers took up his cause,
writing articles, staging protests and
building support from California’s many
Asian communities. In the end, his
exoneration hinged on confronting
white people’s tendency to think all
Asians look alike, as well as a simple bal-
listics check.

‘The film captures the activist spirit of
the 1970s and 1980s and the many char-
acters involved in Lee’s story, while
refraining from any kind of hagiography
of its central character. That's just as
well: the film’s shocking third act proves
he was a complicated character whose
bad luck never ranout. LF
In UK and US cinemas now

My Old School
Jono McLeod
Fedekded

Free Chol Soo Lee
Julie Ha & Eugene Yi
ok

Glrls Can't Surf
Christopher Nelius
etk frd

1 Came By
Babak Anvari
etk

surfersin action in the many minutes of

female athletes still earn a lot less than
men in many fields. It’s a struggle to
equalise the pay scales, even when
teams and individuals do better in
international competitions than their
male counterparts.

Lively documentary Girls Can't Surf
is supposedly a general history of
women in surfing from the 1970s
onwards, butits real throughline is that
same struggle for equity and recogni-
tion. The stakes may not be as high as
they are in, say, tennis, but the chal-
lenges of endurance and determination
— not to mention sexism, eating disor-
ders and homophobia — are just as dra-
maticandstark.

Several of the interviewees here
recount how the competition for
resources wasn't always about money.
Sometimes it was over the field of play
itself, with the women fighting for the
right to surf at the correct time of day, a
small window of opportunity at some
beaches. Tales are told of beingjostled in
the water during training by male ath-
letes who take manspreading to a whole
new level. But although competitive
surfing mostly pits athletes rather than
teams against each other, the women
managed to join forces, at one point
staging a sit-down strike on the beach
during a competition.

These women were also scrappy and
sharp-elbowed with one another.
‘Wendy Botha recalls being happy for
one long-term rival when the latter
finally took a title from her, a feeling of

grainy, salt ed archive footage,
skimming the swells with exquisite
grace and tenacity. LF

In UK cinemas now

Hoodie-clad Toby (George MacKay)
and his best friend Jay (Percelle Ascott)
think of themselves as social-justice
class warriors. That’s why they go to
elaborate lengths to break into rich peo-
ple’s homes and spray the tag “I came
by” in huge graffiti letters on walls,
although this kind of prankish vandal-
ism seems a little 2012-ish. In any case,
when Toby infiltrates the house of
retired high court judge Hector Blake
(Hugh Bonneville), he finds a nasty sur-
prise in the basement that rather belies
Blake'sreputation as a saintly i
ofimmigrants.

It'sjust the first of several shock twists
I Came By hasin store, all of them varia-
tions on games Alfred Hitchcock was
playing at a masterly level decades ago.
The problem is that when a thriller
keeps twisting in the same direction
three or four times in a row it stops being
surprising and just becomes a weird
slog, like a donkey treading in circles to

In ‘My Old School, Alan
Cumming slips between
bruised vulnerability,
smirking creepiness and
charismatic bravado

work amill Fansof writer-direct
Babak Anvari’s innovative debut Under
the Shadow will be disappointed in the
weedy screenwriting here, credited to
Anvari and co-writer Namsi Khan, and
the film’s over-reliance on stale jump-
scares and fakeout surprises.

There are a few things to admire, such
asthe always welcome Kelly Macdonald
as Toby’s mum Liz, who spends a lot of
time sitting in cars sucking furiously on

that was memorableb inani break with
Botha felt it so rarely. It’s striking too  cinema’s current tendency to make all
how many of the women here recount  spa ke-free. ille seems to

how surfing was an escape from impov-
erished and abusive childhoods.

For some, touring was a kind of semi-
sponsored homeless lifestyle, eked out
in the backs of broken-down estate cars
and vans. But even viewers who have
never set foot on a board can appreciate
how exciting it all was when they see the

be having fun too, rocking a silver fox
hair-do and an ascot tie as he channels
predatory smugness. But the choppi-
ness of the storytelling may leave view-
ers of I Came By wondering when it will
ever getupand go. LF

InUK cinemasnowand on Netflix in

the US from August 31

Left: George
MacKay in

‘I Came By".
Below: Free
Chol Soo Lee’
tells the story
of Lee, centre, a
victim of
mistaken
identity

Nick VealiNetfo: Grant Din
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‘Women in hitherto male-dominated
sports (such as football in the UK and
basketball in the US) are finally getting
the mainstream recognition they
deserve after years of tokenistic atten-
tion from administrators, sponsors
and the media. But professional
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Twenty-five years after the Asian financial crisis, the country’s private equity companies are flush with
cash, cutting billions of dollars in deals and helping domestic corporations expand overseas.
By Christian Davies

ichael Byung Ju Kim still
recalls the conversation
that convinced him to set
up a private equity firm
in his native South Korea.

Educated in the US, Kim worked on
‘Wall street for Goldman sachs and
Salomon Brothers before joining global
private equity giant Carlyle, where as
Asia president he led the firm’s Asian
pushin the early 2000s.

But ameeting in 2005 with Ho Ching,
then chief executive officer of Singapo-
rean state holding company Temasek,
inspired him to strike out on his own.

“Ho Ching, whom I greatly admire,
encouraged me to create an Asian firm,
owned and operated by Asians, for
Asia,” says Kim. “But rather than set up
shop in Singapore, the Korean in me
won out, sowe setupherein Seoul.”

Seventeen years later, Kim’s private
equity firm MBK Partners is sitting on
$25.6bn of assets under management —
an annual increase of 29 per cent since it
was founded shortly after his conversa-
tion with Ho. Its sale of a 12.5 per cent
stake to New York-based Dyal Capital
earlier this year valued the company at
$10bn — equivalent to publicly listed
TPG, America’s fifth-largest PE firm.

The rise of MBK, which invests in
Korea, Japan and China, illustrates the
dramatic growth in scale and sophistic-
ation of the South Korean private equity
market in the decades since the Asian
financial crisis of 1997.

In 2021, South Korea’s private equity
deal value doubled to a record high of
almost $30bn, exceeding neighbouring
Japan by about $2bn and trailing only
China and India in terms of total deal
value in the region, according to esti-
mates by Bain & Company. Investor
exits also jumped 225 per cent from the
previousyear to $21bn.

“Korea has assumed disproportionate
importance as a buyout market in the
past few years,” says Iain Drayton, head

‘“The country has
become a magnet for
private equity —it's
one of the best-kept
secrets in Asia’

of Goldman Sachs’ i
divisionin Asia ex-Japan.

“The financing is there, the conglom-
erates are restructuring, and you have
a lot of family-owned businesses
going through succession. As a result,
the country has become a magnet for
private eqmty —it’s one of the best-kept
secretsin Asia.

Private equity’s growth in Korea
reflects the transformation in the coun-
try’s once tumultuous relationship with
foreign capital, as it liberalised its econ-
omy and adopted financial practices
from abroad. 1t also mirrors the wider
fortunes of the country itself, 25 years
after international creditors suddenly
withdrew the short-term financing
upon which Korean industry had come
to depend, leaving banks and overlever-
aged conglomerates on their knees.

Today, local private equity firms set
up less than 20 years ago are going toe-
to-toe with global players as Korean
companies, now flush with cash, plot
new forays into foreign markets.

Kim, known as the “godfather of
Asian private equity,” says firms like his
have helped the country carve outa val-
uable and distinct niche for itself in the
region. “When we began in 2005, global
institutional investors would scratch
their heads and say, “We get China, we
get Japan, but why Korea?’” he says.
“Now they understand that compared
to the larger markets of China and
Japan, Korea is not too risky and not too
low-growth. That’s why we call Korea
the Goldilocks country.”

A penud of shame’

banking

South Korea’s buyout boom

Private equity growth in Korea
reflects the country’s wider fortunes
so far this century

T

regarded by many in Seoul as the jewel
inthe crown of Korea’s banking system.
“Lone Star became synonymous with

‘what saw asa period of shame and
leakage of national wealth,” says one
Korean financier. “It got really ugly.”

The Korean financial authorities
attempted to declare Lone Star’s acqui-
sition of KEB illegal, in effect killing a
proposed saleof the bank to HSBC. Pros-
ecutors also accused Lone Star exec-
utives of tax evasion and stock price
manipulation, sending country man-
ager Paul Yoo to prison in 2008. The
finance ministry official who approved
the transaction wasimprisoned.

In 2012 Lone Star fought back, taking
action at the World Banl’s international
arbitrator to demand $4.7bn from the
Korean government in losses incurred
from its delay of the HSBC deal and the
unfair unposmon of taxes. A ruling is
expected this year.

But while parts of Korea’s establish-
ment were seeking to make an example
of Lone Star, others saw in the activities
of the lorelgn pnvate equity groups

toems

These advocates say the foreign PE
firms recapitalised Korea’s leading
‘banks at their own risk, introducing
modern risk assessment systems a.ud

raise “blind pools” of cash to deploy as
they saw fit.

These new Korean-registered “gen-
eral partnerships” enjoyed tax advan-
tages over their foreign competitors, as
well as greater freedom to acquire assets
subject to foreign ownership restric-
tions. Two months after the law came
into force, Kim and his former team
from Carlyle launched MBK.

Thenew firms also benefited from the
willingness of Korea’s giant pension
funds, including the mighty public
National Pension Service (NPS), to
invest in local players even if they had
limited experience in the industry.

This was due in part to the weak per-
formance of Korea’s public markets,
weighed down by investor concerns
OVer poor corporate governance. The
NPS increased its PEF investments
more than tenfold between 2007 and
2017, according to a McKinsey study.

“The Capital Markets Law enabled

@

th ion of funds, but if there was no

Michael Byung Ju
Kim: ‘Ho Ching
encouraged me to
create a firm, owned
and operated by
Aslans, for Asla’

credit discipli: financial i
that for decades had lent recklessly to
politically: conglomerates.

They were rewarded with handsome
profits in the process: Carlylemore than
doubled its money, selling its stake in
KorAm to Citibank in 2004, while New-
bridge made a $1bn profit selling its
smke in Korea First Ea.u.k to Sundard

sizeable institutional investor support-
ingthat, it would have been impossible,”
says Park Chung Ho, Korea co-lead for
US-based investment firm KKR.

He addsthat the NPS’s a

ities. There was a lot of idle capacity that
‘was ready to churn when the market
pickedup.”

When the global financial crisis
struck towards the end of the 2000s,
there was a new round of opportunities
as multinational corporations headed
for the exit.

Itwas in thiscontext that KKR'snewly
minted Seoul office acquired South
Korea’s Oriental Brewery from a debt-
laden Anheuser-Busch InBev in 2009.
KKR would go on to make a fivefold
return on its investment, selling Orien-
tal Brewery back to AB InBev in a $5.8bn
deal in 2014 and helping to propel
Joseph Bae, then head of KKR in Asia, to
the position of global co-chief executive.

The $1.8bn deal, executed in partner-
ship with Hong Kong-based Affinity
Equity Partners, marked the return of
global private equity to the Korean
market and forced global investors,
many of whom had been put off Korea
by the Lone Star saga, to give the coun-
try a second look. The following year
MEK bought Korean retailer Homeplus
from Tesco for $6.1bn — the largest
M&A transaction in Korean history.
Abusy future

Traces of the Lone Star controversy

ing the workforceis often a condition for
their acquisition due to the rigid labour
market,” says Sung.

Sung adds that private equity is
vlewed relatively favourably in Knm

f the memory of th
and outdated practices of the country’s
banks in the lead-up to the Asian finan-

Private equity firms both local and
global have bought up chunks of highly
diversified conglomerates such as SK
Group, Hanwha Group and Doosan
Group, while increasing investments in
the Korean credit, real estate and insur-
ance sectors. Industry executives say
medium-sized Korean companies in
sectors ranging from consumer goods,
infrastructure and manufacturing to

ce, fintech and softw ff
potential pickings for the future.

But financiers say that investors
hoping to feast on giant carve-outs from
leading chaebol such as Samsung,
Hyundai and LG are likely to be disap-
pointed. In part, this is because unlike
their Japanese counterparts, the Korean
conglomerates already went through a
period of acute disruption in the after-
math of the Asian financial crisis.

Instead, says Drayton of Goldman
Sachs, the next frontier for private
equity in South Korea islikely to be part-
nerships with Korean firms as they look
to deploy their own capital abroad.

spooked by regulatory caprice in
China, restricted by western export con-
trols and enticed by the prospect of US
and European subsidies, Korean com-
Ppanies are making a push into western
markets in sectors ranging from semi-
conductors to EV batteries and defence
equipment. The chaebol are leading
the charge. Samsung Electronics, the
world’s largest memory chipmaker, is
investing $17bn in a new foundry in
Texas, for example, while SK Group
chair Chey Tae-won has announced
$52bn in USinvestmentsby 2030.

‘Compared to the larger
markets of China and
Japan, Korea is not

too risky and not too
low-growth’

Speaking before his abrupt resigna-
tion this month as global chief executive
of Carlyle, Kewsong Lee told the Finan-
cial Times that “an enormous amount of
capital will be required when it comes
to semiconductors, to energy transition,
to alternative forms of energy and elec-
tric batteries, to the next generation of
‘mobility”

Lee said that there were “constant
conversations” going on between global
PE firms and a younger generation of
chaebol leaders, many US-educated,
who are “very open to these kinds of
partnerships”.

“Korean corporates . . . are looking
for growth outside of Korea, and the US
is offering a compelling strategy,” says
Park Chung Ho of KKR, citing his firm’s
$2bn investment last year in SK Group’s
plans to expand its share of the global
hydrogen market.

Local private equity firms are also
hoping to take advantage of the corpo-
rates’ foreign push. Song In-jun, founder
and CEO of IMM, points to its acquisi-
tion of Air First, formerly German Linde
Group’s Korean industrial gas business,
akey supplier to Samsung’s chip plants
in Korea and potentially abroad, as an
example of how Korean funds will start
to enter foreign markets in the chaebols’

remain inKorea’sp Dur-

ing his nomination process earlier this

‘year, Korean prime minister Han Ducle

soo was forced to deny any involvement

in the Lone Star case when working for
fund’s Korean law firm.

key institutional investor in global pri-
vateequ.lty since 2005 had “changed the
narratlve about the sector in Korea

Bul Young Ki Kim, head of invest-
ment banking for JPMorgan in Seoul,
sayst thal local pnvam eqmty"s nse smm

A new generation of boutique Korean
PE firms has also sprung up to take
advantage of the trend. Bricks Capital
Management, a private equity start-up
seeded by leading Korean companies in
the EV battery sector, launched earlier
this year to identify investment and
acqulsmon targels fnr their budding

https: //dlgltal oI|vesoftware com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc=FTA%2F2022%2F08%2F 19&ts=20220818193929&uq=20220804103507
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IN the aItermatn of the AsIan nnancial

crisis, a range of foreign funds swooped
in to take over distressed Korean finan-
cial institutions.

In January 1999, the Newbridge Capi-
tal joint venture paid approximately
$500mn for a 51 per cent stake in Korea X
First Bank, which had been nationalised 500 525,
two years before. The following year, a Law

‘ Private equity’s portfolio in
South Korea has grown
sixfold since 2004
Institutional private equity funds’ net
assef value (fn won)

KKR aquires ;KR sold Oriental

Oriental :Brewery for

Brewery for $58bn

$18bn

consortium headed by cCarlyle paid 2=
$412.3mn for 40 per cent of KorAm,

/

another leading South Korean bank.

/

To Korean critics, these foreign “vul-

ture funds” were feasting on the coun- d

try’s misfortune at a moment of acute =
Inerabili i eruptedafter a

Texas private equity firm Lone Star 2005 10 15
Funds paid $1.2bnin 2003 foracontrol-  Source: Korea Financial Investment Associaion
ling stake in Korea Exchange Bank, FT Data: Andy Lini@imandylin2
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Cnartered 1n 2005. Lone Star would
eventually sell its stake in Korea
Exchange Bank to Hana Financial
Group for $3bnin 2012

“The sales reflected the value that
‘was created,” says Kim. “The authori-
ties recognised the contribution made
by private equity and, in the face ofa
cultural backlash against the foreign
firms, set their sights on fostering alocal
PE industry. It was a direct outgrowth
from the financial crisis.”

Birthofanindustry

Until 2005, Korean investment groups
had been restricted to raising money
from investors on a project-by-project
basis. But after the enactment of a new
capital markets law, they were able to

ItSelL. PFIVate equily Was 110 101geT out-
side the realm of what Korean institu-
tions or Korean players had access to. It
started to be seen as something from
which the country could benefit.”

Mostimportantly, there were deals to
be made. South Korea had rebounded
from the Asian financial crisis so quickly
that the country paid off its 15-year
loans within two years. The crisis had
also forced radical restructuring on the
surviving Korean conglomerates, creat-
ing opportunities for carve-outs.

“The capital that had been invested
inthese export-oriented manufacturing
businesses over decades didn't just dis-
appear during the Asian financial cri-
sis,” says Park. “It was in assets, in infra-
structure and in production capabil-

he 2005 capItal MArKets 1aw nas 10ng
since transformed the way the industry
is perceived by Korean busil 5

“When PE was involved primarily
with distressed assets, there was a cer-
tain stigma for founders — it was associ-
ated with failure,” he says. “But now it is
associated with success — the talk of
“vulture funds’islong gone.”

Sung Tae-yoon, professor of econom-
ics at Yonsei University in Seoul, adds
that the industry has adapted to Korea’s
regulatory, economic and political envi-
ronment by avoiding the kinds of cost-
cutting practices and lay-offs that have
tainted the industry’s reputation in

Supply chamintne Us.

For Korean financiers who remember
the Asian financial crisis, and the
foreign acquisition of the country’s
financial institutions in the early
2000s, this Korean push into foreign
markets constitutes a gratifying inver-
sion of the narrative of a quarter of a

century ago.

“people in the west forget that in the
late 1990s Korea, the 10th largest econ-
omy in the world, was effectively in sov-
ereign default,” says Kim. “Then when
we set up in 2005, it was said that the
centre of the global economy was shift-
ingto Asia. It was just an aspiration then

other partsof the world. —todayit'sareality”
“Theyhave beenl ive about Additional reporting by Hudson Lockett,
corporate restructuring because retain-  Song Jung-aand Kang Buseong
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“Without fear and without favour’

Truss's retro regulatory plans are a backwards step

MES

Merging UK financial
regulators again would
be a costly distraction

Another week, another questionable
historical throwback from Liz Truss’s
campaign to be the UK’s prime minister.
To date she has often focused on the
1980s, borrowing from Margaret
Thatcher’s playbook (and wardrobe) to
cement her rightwing credentials, and
underpin her plan to overturn what she
argues is the failed orthodoxy of the
Treasury and the Bank of England. But
Truss’s idea to review the remit of the

structures, with each having pros and
cons. Rather, rearranging deckchairs
achieves little other than uncertainty
and cost, for both regulators and the
regulated, when watchdogs and policy-
makers need more than ever to focus on
the substance of theirjobs.

The idea could be di d as yet

behaviour across the financial services
industry. This “twin peaks” model was
created out of the old Financial Services
Authority, split up following accusa-
tions that itslight-touch approach exac-
erbated the financial crisis — which
‘Truss seems to have forgotten.
Itist ble to review

another publicity stunt in the quasi-
presidential contest between Truss and
Rishi Sunak, the former chancellor. But
Truss is polling 32 points ahead of Sunak
in the latest survey of Tory party mem-
bers, who select their new leader and
thus the country’s prime minister. It is
dangerously feasible that pledges made
on the campaign trail by Truss —to dif-

UK’s financial with a view to
merging them, is one last tried by
Labour in 2001. It was then unwound by
a Conservative-led coalition a decade
ago following the financial crisis.

Itisa plan best. d to the dust-

herself from both Sunak and
the status quo — actually take root.

The current UK regulatory system
houses the Prudential Regulation
Authority, overseeing the safety and

ds of big banks and insurers,

bin of history. Not necessarily because
i modelisb i

ft.com/opinion

2001 the UK has tried two regulatory

within the BoE. Meanwhile, the Finan-
cial conduct Authority focuses on con-
sumer protection and professional

performance and remit. Consumer
scandals, such as the London Capital &
Finance minibonds episode, and low
staff morale, continue to dog the FCA
(as they did the FSA). Truss has already
pledged a similar review for the BoE and
its monetary policy. Andrew Bailey, the
BoE governor (and former FCA boss) —
who is in politicians’ crosshairs over the
UK’s double-digitinflation — has said he
would welcome such areview. But Truss
hastobe clear what problem sheis seek-
ingto solve, and how: i

yet again might remedy it.

There are intellectual arguments for
both systems: a consolidated model
should improve communication and
joined-up thinking; a twin peaks model

gives equal weight to both headline-
grabbing enforcement fines and closed-
door supervision of financial soundness.
The latter in particular appears a suc-
cess under the PRA. Yet the Financial
Times argued against splitting the FSA a
decade ago, not out of ideology but pre-
cisely because organisational reform
distracts from thornier, and perhaps
more incremental, changes that would
actually make a difference.

Perhaps that is the point: Truss is crit-
ical of what she sees as regulatory over-
reach and red tape. Both she and Sunak
favour a competitiveness mandate for
watchdogs, meaning that they regulate
in a way to boost UK plc; an objective of
the doomed FSA. This wrong-headed
notion of regulatory responsibility, in
combination with unnecessary organi-
sational change, isa sure-fire way to pre-
vent regulators from doing what they
are actually there for: taming wilder ani-
mal spirits, protecting consumers and
ensuring market stability. That is the
history lesson Truss should really heed.
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Why Americans are impervious to plight of ordinary Afghans

‘As much as my heart goes out to the
desperate situation found in Afghan
society (“Engagement with

John Burn-Murdoch

‘ ‘Without more support, the energy bills squeeze will hit UK ‘
households far harder than the global financial crisis did,
especially those on middle and low incomes
‘Change in net disposable income after housing costs (%), by household income

lower  Household income  highar

Global financial crisis and austeri

. (200708 to 201213, cumulative) .35%  pichest 10% of
i ————e =S e households.
/. p— -h.b%
g

cost of

iving crisis, next April vs now

/ Unminigared impact of enrgy bils and wider

-17%8_ Poorest 10% of households

‘Sources: Tony Blair Instifute for Global Change IFS; FT analysis

FT graphic: John Burn-Murdoch / @iburnmurdoch

hen I graduated from

university in the sum-

mer of 2011, 1 landed

straight into the after-

math of the global
financial crisis and the height of the
Conservative government’s austerity
programme. UK unemployment was
at its highest level in 16 years, real
disposable incomes had just fallen by
2 per cent, and in August, riots erupted
in London and a handful of other
cities.

For those of us who came of age dur-
ingthatperiod, it felt like a generation-
defining economic shock. Unfort-
unately, I now realise it may not even
come close to holding onto that title.

over the full five-year slump from
2007-08 to 2012-13, British living
standards declined by a cumulative
3.4 per cent, with the hardesthit group

— the highest earners — squeezed by
almost 5 per cent. Fast forward 10
years and UK inflation has hit a 40-

wranw hinh Af 101 nar rant whila tha

However, the latest projections from
industry analysts at Cornwall Insight
and Auxilione place the peak of
charges in April, when annual tariffs
could climb as high as £5,000.

In the absence of any new support
come the spring, disposable income
after housing costs would fall by
almost 7 per cent in real terms across
the population as a whole, according
to analysis by the Tony Blair Institute
for Global Change. This is by far the
biggest contraction since records
beganin1961.

Monthly outgoings for the poorest
tenth of households would be £155
higher next April than today, instantly
wiping out 17 per cent of net income.
For a group whose post-tax income
already falls short of covering essential
spending, this would be nothing short
of catastrophic. The typical household
in this bracket has just over £1,000
in liquid financial wealth to fall back
on. They would burn through those
reserves in just five months at April-
level prices with no scope to cut back
elsewhere short of choosing between
heatingand eating.

Far from being a problem exclusive
to those at the bottom of the income
spectrum, a Citizens Advice survey
this week found that one in four Brit-
ish households will beunable to pay its

anarmrhille aftar tha antirinatad nasr_

will promote broader US
strategic goals”, Opinion, August 15), T
have to wonder how much more must

what end? What did 20 years of US
involvement build? Show me where the
money went! If fighting international
terror meant buttressing corrupt
regimes and siphoning off tax dollars to
political elites, warlords and tribal

Pforzheimer, a former acting Us
deputy assistant secretary of state for
Afghanistan, does she mention the
blatant, pervasive corruption that was
endemic throughout the civil, military
and tribal culture.

before the advances of the Taliban.
Why? I don’t expect a simple answer,
but decades and decades of war breeds
a mindset that is near impossible to
change. And that kind of mindset
makes for hard men impervious to the

‘we give? leaders with no end in sight, then we Just like Saigon before the “fall”, we cries of hungry children.

Trillions of dollars, thousands of Us arewellrid of it. ‘were complicit in this failure. The Us- Ted Gaffney
lives lost and much blood shed, and to Nowhere in the article by Annie trained military simply melted away Waterford, CT, US
Don't forget Ireland has a Charities need same loan | Japan's drinks ploy smacks
say in reunification too access as small businesses | of policy incoherence
In reference to Henry Mances TEWELLERY awo FOO p | Thismonth the UK governments vital | Itis scarcely believable that the
interview with Michelle O'Neill (“What scheme offering state-backed loans to Japanese tax agency with its “Sake
Iwon't allow is the unravelling of the small businesses goes live for a further | Viva!” campaign (Report, August 18) is
Good Friday Agreement”, August 15), I two years (Big Read, August 9). Thisis | encouraging greater alcohol

‘believe most sensible Irish people
around the world do not see O'Neill
and Sinn Féin as representative of the
citizens of Ireland.

The party may represent its voters in
Northern Ireland, but that is literally
and legally part of a different country.

This is not mere opinion. A
December 2021 Ipsos MRBI poll found
that 62 per cent of people in Ireland
‘were in favour of Irish unity as a
concept, but 76 per cent deemed a poll
on the issue either not very important
or not a priority.

More than that, 77 per cent of those
living in the state (I didn't get the call
as I work in the US) oppose a new flag,
72 per cent are against a new national
anthem (the one used at rugby
internationals is questionable as it is)
and 71 per cent reject rejoining the
British Commonwealth.

‘The future of Northern Ireland is
indeed in flux, due increasingly to the
English nationalist approach of the
London government, but it should not
‘e forgotten that we, the Irish people,
have a say in this matter too.

Forcing the ball into the court of the
Irish government in Dublin is not only
reckless — it’s also insensitive. At the
end of the day, those living in county
Kerry have far more in common with
their counterparts living in Kent, while
the Cornwall shanties aren’t too
different to the songs sung in Cork.

More importantly, though, we
reserve our rivalry with the English for
the rugby field —it’s much sweeter
(and grown up) that way.

Tom O'Sullivan
Kenmare, County Kerry, Ireland
New York, NY, US

Badenoch’s popularity

\\—‘_
N

very welcome news and will make a big
difference in getting finance into
communities across the UK that
struggle to obtain it.

It is vital that this critical suppert is
not limited to businesses but can also
e accessed by charities. The need for
charities has soared with the cost of
living crisis and with the UK facing
levels of economic inequality not seen
for decades. However, charities who
earn less than 50 per cent of their
income from trading will not be able to
access the scheme beyond Christmas.
‘We also government to work

By-elections for new
ministers is an old idea

‘You suggest that MPs rather than party
members should elect a party leader
and prime minister (“This is not the
way to choose Britain’s next prime
minister”, FT View, August 16). A
modified selection process could revive
the requirement for ministerial by-
elections. Winston Churchill lost such a
contest in Manchester North West in
1908 when he was appointed President
of the Board of Trade. He was later
elected as the MP for Dundee.

A prime ministerial by-election
would not change the outcome of the
current contest but hustings might be
more interesting than those involving
Liz Truss and Rishi Sunak.

David Baulcombe
Norwich, Norfolk, UK

Politicians could copy way

companies pick leaders

T could not agree more that “this is not
the way to choose Britain’s next prime
minister” as your leader puts it (FT

Viaur Aot 11

towards a longer-term commitment to
enable enterprises and investors to

consumption, in a bid to generate
greater tax revenues to deal with the
high level of debt which the finance
ministry is reported to be fretting over.

Have they not heard about the
importance of policy coherence? It is
not even sure if this move will help
debt reduction that much, as extra
revenues may be accompanied by
extra expenditures due to alcohol-
related health issues.

In Japan, they worry about
generational changes but do they really
want to encourage behaviour damaging
to the wellbeing of all generations. The
report says that the health ministry did
not co-operate on this issue. They

plan for the long-term. should have fought tooth and nail to
Social Investment Business, a UK prevent it.

charity and trading company that Andrew Dean

offers loans, grants and other financial Paris, France

products to charities and social 3

enterprises, has raised £46.5mn of Next up, let’s bring back

funds backed by the government B

guarantee which has to date provided the Zanzibar leopard

loans to 95 social enterprises and Although some people believe “de-

charities which have struggled to extinction” plans are playing God and

access finance from mainstream banks. | others have voiced concerns over

These loans have already had a benefit-cost ratios, I cannot help being
igni impact, benefiti f: d by the prospect of bringing

communities across the UK, ranging back extinct species. And I must say

from a charity providing digital skills the thylacine, the official name of the

training for tens of thousands more Tasmanian tiger that was the

people, to a charity finding Australian island’s apex predator, is an

accommodation and training for excellent candidate (“Biotech experts

homeless people. wvow to recreate extinct tiger”, Report,

‘We urge the government to make the

August 17).

policy changes needed well in time for Assuming that the good people from
Christmas, so charities do not find Colossal Biosciences read quality

in the position papers like the FT, can I humbly
of being locked out of the scheme on suggest they look at the Zanzibar
January 1. By using the specialist leopard as one of their next
expertise of social impact investors, we | contenders.

are confident that not only will these
loans continue to be paid back, but also

#hat thavunill santinna ta sranta inhe

My wife and I visited the east African
island in 1997 and much later read that

#halact cimhtine fnnt by nel af thic

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F 19&ts=20220818193929&uq=20220804103507
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Jras s us sues pos come w
average energy bill ison track to more
than double by next spring. The com-
in the
largest cut to real disposable house-
hold incomes in Britain since records
began, while brutally inverting the
gradient of who suffers the most.

Even in the middle of summer,
before the anticipated rise in energy
bills for the fourth quarter, huge num-
bers of British households are being
pushed tothe brink. DuringJuly alone,
2,271 people told the charity Citizens
Advice that they could not top up their
prepayment energy meter, leaving
them unable to turn on the fridge or
cook food. The equivalent figure at the
height of last winter was 1,444.

with longer, cooler nights on the
horizon and the announcement of
the October bills increase just a week:
away, most attention has focused on
how to mitigate the icy grip of the
winter months, but the worst may not
arriveuntil spring.

Both the existing government sup-
port packages and Labour’s proposed
freeze on bills only span the six
months from October to next March.

Friday 19 August 2022

oy mms @is i s aos s
doubling of the price cap in October.
More than half this group are ineligible
for the two £325 support payments
the government is providing to people
on benefits.Such pervasive precarity
underscores how little headroom
many British households have. Even
inthe fourth decile of income distribu-
tion, in which households were saving
about £150 a month before the cost
of living crisis hit, April’s bill rise
would see all those savings and more
evaporate in the absence of significant
cutbacks on discretionary spending,
tipping them into a deficit. Even in
a comfortably-above-average house-
hold with gross income of around
£45,000, the April increase could wipe
out as much as two-thirds of monthly

savings.
Millions of British households are
already financially underwater and a
tsunami is bearing down. To avert dis-
aster, fresh support packages must be
rolled out well in advance of the
spring, and they must far exceed what
isalready on the table for October.

john.burn-murdoch@jft.com
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behes ‘lory stereotypes
Tory members may be “older, richer,
more male, more southern-based and
far more predominantly white than the
general population”, as your editorial
states (“This is not the way to choose
Britain’s next prime minister”, FT
‘View, August 16), yet the Conservative
Home website and external polling,
‘when the list still comprised eight
prime ministerial hopefuls, indicated
that comfortably the favourite among
Tory voters was Kemi Badenoch, a 42-
'year-old female black immigrant from

E

‘When a company appoints a new
officer, whether a chair or chief
executive, it is the responsibility of the
board. So members of the Conservative
party (shareholders) should trust their
elected MPs (board members) to
choose the right person, and if they do
not agree, then they do not vote that
person back as their mpresemauve

It is simple and more

LB ALy WAL CUBGLIU W . JU,

boost growth and help people
struggling with the cost of living crisis.
Sarah Gordon

Chief Executive, Impact Investing Institute
Stephen Muers

Chief Executive, Big Society Capital

Nick Temple

Chief Executive, Social Investment
Business

Theodora |

of the mood of the party.
Nic Stones
Jersey, The Channel Esles

Nigeria, whose striking moral courage, | Algo designers seem
articulacy, grace, effectiveness asa o

e T et A assured of pole position
‘with palpable pride. Regarding the Datawatch graphic on

Perlmps if MPs had consulted their the trustworthiness of various
local losely (ina ions in the paper on August 15
process without hustings or a — had they been included in the
membership vote, as your editorial survey, where do you think the
recommends) Badenoch could have designers of computer algorithms
‘been swiftly appointed to take forward | would rank? Given that these
‘the general election manifesto to which | algorithms are created to manipulate
all candidates are already committed in | dataIwould wager that, by design,
anon- pmldelmal party-based system. | their designers would rank at the top.
Rupert Boswall John Douglas Pappas
Staplehurst, Kent, UK Corpus Christi, TX, US

* FINANCIAL TIMES

Chief Executive, Responsible Finance
Alastair Davis,

Chief Executive, Social Investment
Scotland

Fran Sanderson

Chair, Social Investment Forum

Dismissing NHS reform
requires a second opinion

Mark Peaker writes that “there will
never be reform of the NHS, for what
on earth would politicians talk about
should it ever happen” (Letters, August
).

Much as I appreciate his diagnosis,
could I please have a second opinion?

[P——

springer spaniel-sized leopard was also
1997.

oLy s s us

The Zanzibar museum contains
various remains, which should prove
helpful including a taxidermist’s

Rnbert Boston
Kingshill, Kent, UK

PwC partner pay would
fail the Firebird test

‘While working in advertising in the 80s
a colleague who owned a Pontiac
Firebird used to park it in the local
municipal car park when we went to
client meetings and walk the rest of
way. He believed the Firebird would
only result in the finance director
wondering whether our fees needed
review in a downward direction.

I was reminded of this when reading
in your newspaper (Report, August 18)
that the average pay at PwC was north
of £1mn for its almost 1,000 partners.
If I'was a PwC client I would be
reviewing the fees.

Mark
London SW14, UK

Opinion

Europe must use all its financial firepower for green transition

Megan
Greene

urope is fully united on
something: it’s hot. Records
have been set everywhere
T've travelled this summer:
‘Madrid, Rome, Brussels, Hel-
sinki and London (where 1 had the
pleasure of being on the all-time hottest
day recorded in UK history). Half the
EUissuffering from drought. The Rhine
is so low barges can't transit. Anyone
fretting about an oncoming climate cri-
sis is missing the one Europe is already
in. The good news is that there is a plan
to deal with climate change. The bad
news is that it’s not going to help much
now, and it’s difficult to assess how well

commission put together a landmark
Recovery and Resilience Fund (RRF),
comprised of grants and loans for which
EU member states could apply. At least
37 per cent of the money had to be used
for climate objecti

‘Yet it doesn’t seem using the funds for
the green transition has been a pressing
priority. Payments of the funds are
connected to the fulfilment of specific
targets in six different pillars. A recent
commission report suggests that of
these pillars, payments for fulfilled
green transition targets ranked only
fourth.

It’s also not clear how actual absorp-
tion of the funds is going. Each national
project has to be tracked to know how
much is spent on what and when. Only
seven countries provided an annual
breakdown of planned spending in their
RRF plans. With the money to be doled
out throughout 2026, it’s too early to see
if most countries are on track. And there
are plenty of reasons to worry some

it'sgoing towork eventually. will fall behind. EU countries on average

Theslakes are high for the European  spent just under half of the Cohesion

ission and the Central  and Devel Funds from Brussels
Bank ‘When the pandemlc hit, the  in2020.

Italy and Greece are top candidates to
fall short on RRF project spending. Italy
faces an election on September 25, and
still must meet 55 RRF targets by year-
end to receive funds. Greece’s main
opposition party, Syriza, claims only
1per cent of RRF funds have been used,
‘with the rest creatively transferred
‘between government agencies.

The difficulty in tracking absorption

Each national project
has to be tracked to
know how much is

spent on what and when

of RRF funds also affects a new initiative
to phase out dependence on Russian
fossil fuels by 2027. REPowerEU relies
partly on RRF leftovers for funding
(currently €225bn). To meet its target,
the commission estimates REPowerEU
‘will require an additional investment of
€210bn. If not used, RRF funds could
help accelerate the transition. But even
‘with more firepower REPowerEU won't

help in time for this winter; it is still
making its way into legislation through
the European parliament, and member
states will have a month after that to
request the loans.

There is a powerful source of funding
for the green transition that could be
deployed immediately and will mobilise
private capital: the ECB’s targeted
longer-term refinancing operations
(TLTROs). The ECB has formally
included climate change in its mandate
and could adjust this tool to subsidise
thegreen transition.

The central bank launched the
TLTROs in late 2019 and cut the rate to
minus 1 per cent during the pandemic.
To borrow at this concessionary rate
from the ECB, banks committed to
not shrinking their loan books. But with
the deposit rate rising, the TLTROs
have become incredibly generous. The
TLTROrate was increased to the deposit
rate in June, but the actual rate on
TLTROs is calculated as an average over
their three-year life, which remains well
below the deposit rate. According to
Morgan Stanley, banks could earnup to
€24bn of extra profit from this carry

trade between now and the end of the
scheme in December 2024.

Rather than wind the TLTROs down,
the ECB should offer new ones that
provide concessionary loans for banks
that increase their lending to firms
producing clean energy and improving
energy efficiency. The biggest challenge
‘with this is in asking banks to categorise
their loan books, although under the
EUtaxonomy ‘banks will start collect-

d; energy perfor y
asnextyear.

Europe has earmarked significant
funding for the green transition and to
reduce its reliance on Russian energy.
This summer has shown how urgentthe
climate crisis is, and so all tools must be
mobilised. National authorities and the
commission should make sure the aid
already committed is being successfully
absorbed by green projects. And while
fiscal authorities are traditionally best
placed to make decisions about which
industries thrive, the ECB should be
pickingup afire hose as well.

The writer isa semarfzﬂawatm'own Uni-
lobal, ist at Kroll

versity

TikTok ushers
in multipolar
Internet

TECHNOLOGY

John
Thornhill

to be a cause for major concern,” MPs
warn

‘While rows rage about whether Tik-
Tok s either too trivial or too threaten-
ing, there isno doubt that it has become
an extraordinary cultural and business
phenomenon in more than 150 coun-
tries. The latest report from Pew
Research Center found that TikTok had

or anynne Wlﬂl shareable pas-  rocketed in popularity among Ameri-

sea can Some 67 per cent of those
shanties, knitting patterns or  surveyed said they used TikTok com-
Excel spreadsheets, TikTokis  pared with just 32 per cent for the once-

the place to be. The short-
form, Chinese-owned video app has
emerged as an accessible and playful
global, plaﬂorm for 1bn users to indulge

dominant Facebook. “TikTok isn't just
in the zeitgeist. It is the zeitgeist,” wrote
Jessica Lessin, founder of The Informa-
tion tech site.

their find an audi of n
like-minded followers and sometimes
'make money, too.

To those of a more mnsplratnnal
mindset, however, the enter

the coolest app for
'younger users, TikTok has left the West
Coast’s finest and fastest in the dust.
Before the platfnrm emerged, Twitter
had failed t Vine, its own

platform is an electronic Manchurian
candidate, creating the opportunity for
the Chinese Communist party to manip-
ulate public upmlon, suhvert democraf

short-form vldeos Facebook, Insta-
gram and Snap have also stumbled in
staking claims to the digital territory
that TikTok has now taken. According

ciesand peer i
In June 2020, India banned TikTok fol-
lowing a border clash with China, cut-
ting off 200mn local users from the
service. The following month, then US
president Donald Trump also threat-
ened to ban TikTok over national secu-
rity concerns — but lost the election
before he could enforce the plan. This
month, the UK parliament closed down
its own TikTok account fearing data
leakage. “The prospect of Xi Tinbine’s

to Cloudflare’s global tr: t, Tik-
Tok.com last year nvertnnk Gnngle com
to become the most popular internet
domain. In S|].lm|1 Va]ley speak. TikTok

hacont b

ER Chaliopauiou

contractor, who looks uncannily like
the actor Benedict Cumberbatch, has
acquired 4.5mn TikTok followers by

the war in Ukraine. TikTok says it
deploys Al tools and employs “thou-
sands” of moderators around the world

match).

ictcontent

playing Dr Strange (4

Second, TikTok promotes videos
through a content graph rather than a
social graph, as commonly used by
other platforms. In other words, Al-
trained algorithms promote content to
those on the platform with similar inter-
ests rather than it being mostly spread
via networks of followers. In theory, at
least, the app allows more “nobodies” to
‘become “somebodies”.

That said, TikTok increasingly suffers
from some of the same pathologies as
the US platforms. It has been accused of
syre’ldmg disinformation harmful to

mColombla, I@nya, Franoe,
during

The perhap this
huge popularity. First, the platform is
extremely easy to use and highly addic-
tive to view. With its tools and filters,
TikTok’s app enables users to make
shortvideos, ranging from 15 seconds to
10 minutes. and helps them monetise

the US and elsewh

To those of a conspiratorial
mindset, L|1L‘\']]l\']‘milllnrlll

The company has also exhibited
flashes of a tech bro culture with one
senior manager in London claiming he
“didn’t believe” in maternity leave.

‘What about possible Chinese govern-
ment influence? TikTok’s parent com-

ByteDance, a private company last
valued at $180bn in D« ber 2020,

sleeper cell waiting to be activated
remotely on millions of Westerners”
phones,” he concluded. “The reality
here is that there is no big con, but
insteada little white lie.”

Even if that conclusion is correct, it
might not help. Some US senators are
still attacking TikTok as an instrument
of Chinese soft power. There is a risk
that the company might yet suffer the
same fate as Huawel the Chinese tele-
manufac-

has ring fenced its international opera-
tions by creating a separate corporate
structure based in Singapore. TikTok
says all its international users’ data is
held in the US and Singapore and — from
2023 — in Ireland, too. The company
insists no personal data flows to the
Chinese government, nor would it give
Beijing access tosuch data.

In his well-researched book, TikTok
Boom, Chris Stokel-walker investigated
these claims. He found no evidence for
systematicleakage of personal data. But

turer blacklisted by the US.

But if TikTok can avoid becoming a
genpo].mml punchbag, it nnghl come m

amoment in th

cyber space: the Sinicisation of the glo—
bal internet, as tech analyst Ben
Thompson calls it. In this digital world,
more Chinese-style centralised control
of content through recommendation
algorithms becomes a feature, nota bug.
For several decades, the US has domi-
nated the norms, values and practices of
the consumer internet. The rise of Tik-

engineers in China did

Tok: future.

Six lessons for
LIS foreign

policy from
Afghanistan

Jane
Harman

e manner in which the US
exited Afghanistan a year
ago has created doubt
among its partners and
allies around the world that
it is reliable and competent. The deci-
sion to end the longest military mission
in US history was the right one, but
there are six crucial foreign policy les-
sons to be learnt from that chaotic

departure.
First, is that the people of Afghanistan
J continged U t iallv
th and girls dreamshave

been dashed by the rigid reimposition of
the Taliban religious code, as well as the
interpreters and staff whom we prom-
ised to protect. America is already the
single largest humanitarian donor to
Afghanistan. And the Special Immi-
grant Visas programme to resettle
Afghan citizens who worked with US
troops has also been streamlined and
bolstered with additional resources.

Second, the US should show appropri-
ate appreciation to its allies. A few
months ago, Iled a delegation of promi-
nent women foreign policy experts to
visit Al Udeid air base in Qatar. One
story has left an indelible image. After
the suicide bombing in Kabul airport on
August 26 last year that left 13 US serv-
ice members and an estimated 170
Afghans dead, a four-year-old boy was
pushed toward an overcrowded C-130
plane. On his way, he picked up a small
bundle in his path, which turned out to
be a three-month-old baby. Now both
chlldmnarehealﬂly and being reunited
with: family members.

What would we have done without

The decision to end
the longest military
mission in American

history was the right one

the Qataris, who processed and helped
relocate 80,000 refugees? The Emir has
been welcomed to Washington and his
country granted “special status” as a
major non-Nato ally — a designation
that enhances our partnership with a
key Middle Eastern country.

The third lesson is to be choosy with
military missions. A better model is the
role the US has adopted in response to
theillegal Russian war against Ukraine.
President Joe Biden was clear that there
would not be US boots on the ground.
Instead, he joined Nato and the EU to
provide armsand aid.

A rare and welcome bipartisan action
by Congress is the near-unanimous sup-
port for billions in military and eco-
nomic assistance. The Biden adminis-
tration has also continued the counter-
terrorism mission as evidenced by the
Kkilling of al-Qaeda leader, Ayman al-za-
wahiri, in Kabul. These are examples of
limited and achievable objectives.

Next, avoid the kind of “mission
creep” that occurred once the limited

https://digital.olivesoftware.com/olive/odn/ftasia/printpages. aspx’7doc FTA%2F2022%2F08%2F 19&ts=20220818193929&uq=20220804103507
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guver‘llnnent h;ﬁné access to ‘pel.'smlllal
data on our children’s phones ought

their content by steering advertising
their way. Even a former FT business
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tDt“estalgorillmmorsth bot attacks, for
example. “TikTok isn’t a social media

john.thornhill@ft.com

Ben
Hall

urope’s far right has a new,

smiling face. Giorgia Meloni

is on course to become

Ttaly’s first far-right leader

since Benito Mussolini was
deposed in1943.

Meloni’s party, the Brothers of Italy,
has roots in the fascist-influenced poli-
tics of the extreme right that emerged
after 1945. Now it looks likely to come
first in parliamentary elections on Sep-
tember 25. Her rightwing coalition,
formed with the League, led by nation-
alist Furosceptic Matteo Salvini, and Sil-
vio Berlusconi’s Forza Italia, is set to win
around 48 per cent of the vote againsta
divided left, according to an opinion poll
for TV outlet SkyTG24.

Meloni stayed out of Mario Draghi’s
17-month national unity government,

The new face of the radical right is on display in Italy

which collapsed in July. She cannily
attacked its political contradictions,
saying it could have been even more
ambitious, while capitalising on Italians’
discontent with their political class.
Support for the Brothers, which won
only 4 per cent in the 2018 election, has
risen sixfold, largely at the expense of
the other rightwing parties which joined
Draghi's government.

Meloni’s objective during a torrid
summer election campaign has been to
reassure voters, Italy’s establishment,
the markets and its western partners
that she is no extremist and would safe-
guard Italy’s stability and its place in
Europe. Last week she released a video
in English, French and Spanish arguing
that the Italian right had “handed fas-
cism over to history for decades” and
asserting her party was closer to Brit-
ain’s Conservatives, US Republicans or
Israel’s Likud. The rightwing coalition’s
albeit sketchy common policy pro-
gramme vows support for the EU, the
Atlantic alliance and Ukraine’s resist-
ance to Russian aggression.

Itwould be a stretch to say the Broth-
ers are a fascist party, but fascists are

init. A clip emerged on social media
this week of a young Meloni praising
Mussolini as a good politician. Nor has
she disowned her party’s origins in the
National Alliance, the heir to the post-
fascist Italian Social Movement. Meloni
has retained the s tricolour

executive power, the presidency, is
under threat. The rightwing coalition
‘wants to change the constitution to cre-
ate adirectly elected presidency, akinto
the Frenchmodel.

The right has long yearned for a

flame symbol and talks about it as a
source of pride. Detoxification has its
limits and hard-right rhetoric still has

its place. Speaking at a campaign rally
for Spain’s far-right party Vox, Meloni
railed against mass migration, foreign
criminals, Islamic radicalism and the

trong leader. This time it could happen.
It is conceivable that Meloni and her
allies could win a two-thirds parliamen-
tary majority, allowing them to change
the constitution. The proposal might
also go to a referendum. Parliament’s
failed attempt in January to find a suc-
cessor tDSergn Mattarella suggests the

theheadufslatehasbecome litici ’

wings of a rightwing government.

centre-left, of

military mission authorised by Con-
gress after the 9/11 attacks was com-
pleted. Many of us had deubts about
the “clear, hold, build” and “surge”
strategies which put the US military in
charge of building western-style institu-
tions in Afghanistan and propping up a
military command structure full of
endemic corruption. A particularly
egregious episode was the visible sup-
port for Ahmed Wali Karzai, the brother
of former Afghan president Hamid
Karzai, so he would keep peace in the

Berlusconi’s cummentwas a g.[lw the
jich

a rightwing government as creeping
authoritarianism and marginalisation
in Europe akin to Viktor Orban’s Hun-
gary rather than a fascist takeover. The
Meloni camp was unimpressed.

Itmay have been a gaffe. Equally pos-
sible, Berlusconi, a pioneer of populist
politics in Europe, was reminding Ital-
ians of his disruptive credentials. After
all, he helped to pull the plug on the
Draghi government. Although support
for Forza Ita].lahasshm.nkm ahnutsller
cent, h himselfasak

Reducing Italy’s chronic g\)vemment
instability through orderly constitu-
tional change has its merits. But when
Berlusconi last week said Mattarella
would have to resign if a reform was
approved — rather than, say, serve out

LGBT lobby.

Ttaly has strong independent institu-
tions like the presidency, central bank
and Treasury that act as technocratic
guardrails forits populist politicians.

But the most important check on

his year term before the change
was introduced — it caused a storm.
Berlusconi, a three-time premier who
coveted the presidency for himself
this year, said it was a statement of
the obvious. Others saw it as a warning
to Mattarella not to try to clip the

FINANCIAL TIMES

The election of a Mussolini admirer as
Italian premier will create deep unease
in EU capitals. The promise of large
unfunded tax cuts — a bigi 1ssue fnr sal-

Kan region.

Fifth, Congress must stay involved.
The 2001 Authorization for Use of Mili-
tary Force, which I and all but one mem-
ber of Congress supported, has been the
threadbare justification for 41 US mili-
tary actions in 19 countries. Congress
has never amended or replaced it.
Updating the AUMF would be a great
way to make the case to the American
public for why and when US force
should beused.

Finally, lesson six: a global strategy for
US leadership is needed. Itis past time
tobuild a compelling case for American
leadership in the post-cold war world.
Understanding what the US did wrong
in Alghamstan, finding ways o pra\nde

ffective help ther

‘revi-
sions” to Italy’s €200bn EU recovery
fund and reform programme will add
to concerns. Meloni presents herself as
disciplined and sensible. For Italy and
for Europe, a government with three
populist leaders is unlikely to be so.
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Ukraine and D'.hEI challenges right
would be agood start.

The writer was a ranking member of the US
House Intelligence Commitiee after 9/11.
She is author of ‘Insanity Defense: Why Our
Failure to Solve Hard National Security
Problems Makes Us Less Safe’
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Accountancy:
going, going, gone

Furniture from London-listed
Made.com usually comes in bits. A
pessimist could be forgiven for fearing
that the company, co-founded by Brent
Hoberman, is returning to that state.
Economic woes once again threaten
businesses. Investors should look out
for warning signals in results. These
may include coded warnings from
auditors, galvanised by heavy fines for
past complacency. Made.com did not
have these. In March, however, EY
signed off the going concern statement
in Made.com’s 2021 report without
obvious qualification. The directors
looked ahead with confidence —
despite mounting supply-chain and
Ukraine-related risks — to June 2023
with more than sufficient cash.
Yesterday the furniture business
admitted it might need to raise more
capital after all. That knocked a tenth
off shares 95 per cent below their peak,
says Refinitiv. Trading has worsened
since downbeat statements in mid-May
and July. Ebitda losses could dip to as
much as £70mn. Made.com is not
alone in misjudging the risks of a
weakening economy. White-goods
purveyor AO World last month tapped
the market for £40mn two days after
reassuring investors that the partial
withdrawal of its credit insurance
would not lead to cash flow issues.
Auditors’ statements in company
accounts tend to be written in jargon.
But UK digital bank Monzo got a
thumbs-down when EY last year
pointed to “material uncertainty” over
going concern for the second straight
year. Unfortunately, such warnings
may come only after markets have
discounted fears about a group’s future,
Shares in Made.com were already
falling steeply as directors stress-tested
for the impact of the Ukraine war. They
pointed to a worst-case scenario of
gross sales falling 23 per cent as not
challenging to going concern status.
The Financial Reporting Council late
last year criticised the inconsistency of
group viability reports that test going
concern assumptions. Directors have a
tendency to expect the best, which
spares them the inconvenience of
preparing for the worst. No company
wants to talk down its prospects.
with insolvencies set to rise, auditors
must earn their fees from investors by

challenging doubtful going concern
statements. They will get a pasting
from regulators for any further failures
in the mould of carillion, which went
bust in 2019. In almost 20 years, KPMG
never once qualified its accounts.

Geely:
wheely dealy

The first-half profits of Geely Auto are
terrible. This might therefore seem

a bad time for the business to
turbocharge a global buying spree.

Instead, the strategy mirroring that
of unlisted parent Zhejiang Geely
should benefit the most international
of China’s carmaking groups.

Zhejiang Geely owns stakes in
Volvo Cars of Sweden, the UK’s
Lotus Cars and Malaysia’s Proton.
1t also has investments in Germany’s
Mercedes-Benz.

Geely Auto’s first-half net profit fell
35 per cent to Rmb1.6bn ($236mn)
despite a 29 per cent increase in
revenue. Chinese lockdowns and
aglobal chip shortage disrupted
production. Vehicle sales fell 9 per
cent, missing the company’s target.

Shares are off more than a third in
the past year. Operating margins have
more than halved to just 1.8 per cent
last year. Yet the shares trade at a steep
20 times forward earnings, more than
four times global peer Volkswagen.

That is partly owing to rapidly
growing sales of new-energy vehicles,
which include battery electric and
plug-in hybrid cars. These quadrupled,
acouunﬁng for about a fifth of the total.

rowing exports are another reason.
A ﬁth of all cars sold went abroad.

Geely Auto has an edge over local
rivals: Zhejiang Geely’s foreign stakes
help with distribution. Geely Auto is
following in its parent’s footsteps. It has
bought a 34 per cent stake in a South
Korean joint venture between Renault
and samsung. Such deals are at times
the only real option to enter saturated
markets such as South Korea.

Many Chinese buying sprees have
ended badly. HNA, whose offshore
acquisitions included Hilton
‘Worldwide, went bankrupt last year.

The car industry is different. The
race for new technologies related to
electric cars and batteries is gaining
pace. Geely Auto and its parent can
acquire and disseminate ideas via

Climate tech: a $370bn opportunity

Venture capifal inferest in clean energy and other climate start-ups is growing quickly. The largest amounts
of money have gone info the fransport and legistics as well as enabling-fechnologies areas. Buf the
distribution of investment by sector does not necessarily match carbon emissions.

US VC investment in climate startups

Emissions and investment
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Climate change has increased the off the ground. The hope is that by capital. This year, a broad slowdown
severity of California wildfires, 2030, the US — the second biggest has hit tech start-up funding as
turning the skies above San Francisco | greenhouse gas emitter — will reduce rising interest rates curb demand for
and silicon Valley dark red. Despite emissions by 40 per cent compared risky ventures. PitchBook data show
this, the tech sector’s contributionto | with 2005 levels. that the valuation of early-stage US
addressing climate change is mixed. The private sector is showing signs start-ups fell between the first and
Electric vehicles are popular and of stepping up. US venture mpltal second quarters.
companies such as Amazon and in climate tech The tech sector’s contribution to
Meta have pledged to reach carbon reached $56bn last year, up 80 per cent | addressing climate change depends
neutrality. But the sector has yet on the previous year, Silicon Valley on investor appetite for risk and
to produce solutions to help slash Bank says. Successful funding rounds long-dated plans. Clean energy tech
emissions rapidly at scale. Subsidies benefited the likes of Afresh, asan start-ups tend to be expensive and
for renewable energy will not change | Francisco company developing tech R&D intensive. Traditional five-year
that, unless investor outlooks change. | to prevent f investment horizons do not apply.
US climate bill bounty adds up But wariness is nnhoeable too. A However, plenty of grants, tax

to almost $370bn. This includes
$60bn to encourage more domestic
manufacturing of devices such as
solar panels and $27bn for green
banks to help get clean tech projects

stakes in peers and joint ventures.
Extra income should result. skilfully
done, the M&A drive should pay off.

Estée Lauder/Tapestry:
no gain, more pain

‘American companies once hugged
China as a vital asset. Exposure to the
‘world’s second-biggest consumer
market boosted group sales and share
prices. Now the country risks becoming
aliability. Investors may ascribe a
China discount to corporate valuations
for those which rely too heavily upon
its consumer hordes.

Consider US cosmetics group Estée
Lauder and Tapestry, owner of the

Coach and Kate Spade fashion

decade ago, a number of clean tech
start-ups collapsed, including Solyndra,
a solar-panel maker. Low prices for

exemptions and other incentives are
also available. VCs can help start-ups
claim these. Climate tech success

fossil fuels and China competition took | will reward investors with flexibility

atoll on incentives. VCs withdrew and vision.

accessory brands. Both issued full-year | against any US slowdown for both

earnings forecasts that fell below groups. Americans, too, are prmrmsulg

expectations yesterday, suffering hits spending on experience and

to sales after repeated rounds of goods rather than discretionary goods.

lockd in big Chil it ile, a strong dollar saps the
Tapestry generates about a fifth of its | value of earnings made overseas.

sales from China. It said revenue there ‘Yet the valuations of these two

fell more than 30 per cent during the companies vary greatly. Although

June quarter. Estée Lauder has even
more exposure, about a third of group
revenue. That weighting meant its
Asia-Pacific income drupped more

Estée Lauder shares have shed more
than a fifth of their value since the start
of the year, it still trades on a punchy
37 times forward earnings. It does

than a fifth. For
in China, Beijing’s mslstence on zero-
Covid keeps causing problems.

‘'Worse, rising geopolitical tensions
and china’s economic slowdown also
mean those buyers emerging from
lockdowns spend with less vigour on
luxury goods than before.

China no longer provides ballast

h ic sales diversity which
Tapestry, on only 10 times, lacks. The
US provides over half of turnover.

China’s economy narrowly escaped
contracting in the second quarter and
talk of a rapid recovery is premature.
Even so, any of that threat looks more
priced into Tapestry’s shares rather
than those of Estee Lauder.

Carlsberg:
can-brew spirit

Drinkers are familiar with the
enjoyment that a glass or two of beer
can bring on a hot summer afternoon.
They know that sluggishness then
results. The same applies to Carlsberg.

Input prices are soaring. The Danish
group expects weaker i
in the second half. The need to invest
and a strong performance in the third
quarter of last year will pull down
growth rates. Strong first-half organic
operating profits this week were the
foam on top of good volume growth.

But the shares, down 12 per cent so
far this year, remain weak. Higher
inflation and slower economic growth
will squeeze margins. Asian revenues,
running at almost 75 per cent of those
in western Europe, spread geographic
risk. These operations benefited from
loosening local Covid-19 restrictions.

The Ukraine war has meanwhile hit
Carlsberg’s central and eastern
European operations. The business is
divesting its Russian operations. The
war also derailed rising sales volumes
of alcohol-free brews, which Carlsberg
said fell 3 per cent in the first half.
Excluding Ukraine, alcohol-free
wvolumes were up 4 per cent.

Carlsberg has a “premiumisation”™
strategy — encouraging consumers to
switch from cheaper brands to pricier
ones. The business reported good
progress towards upgrading its product
line in the first half. But the policy will
now collide with the dwindling
disposable incomes of drinkers. They
will be trading down to back-to-basics
beers. Lex’s experience in previous
downturns is that consumer busi
reflexively claim that strong brands
give them pricing power and
consequent defensive properties. If
conditions deteriorate further, they will
still suffer bottom line damage.

Carlsberg shares trade in line with
rival Heineken at 19 times forward

S&P Global says. Performance
will be a function of how bad recessions
are in main markets. Increasing sales
and profitsis hard in the grey morning
that follows a good beer the night
before. No “probably” applies here.

Lex on the web
For notes on today's stories
go to www.ft.com/lex
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ACROSS
1 Buttonhole BIll Price (6)
45Slight evidence of snake in Cockney's
visage (4,4)
9 Regrettfed inspiring business expert fo
have danced (7)

1 Circulating victory whip-round (7)
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12 1TansSporT WOrKer INimaiy brings us
down to venue for 4 (3,6)
14 Young couple from 5 like 20 does In 4

(&)

15 16 at end of 4 is weak, protected by
'young woman (8)

16 Game dog’s skin covered in cheese (6)

18 Credit reserve for 5 in 4 reaches
turning point (6)

20 Melt wax icons of smallest participant
in4(8)

24 Issues about European sorcerers (5)

25 Second narrative theme disturbs old
punter (9)

26 Formally inaugurate Pride, possibly
without clothes (5,2)

27 Last of 5 daleks desfroyed in northern
valley (7)

29 Cook trout, say, from which letters can
be taken (3-5)

3050n with hand out beginning 1o sing

1 Chocolate bar writer’s form of exercise
(o)

2 Eccentric 16 In 4 (3)
3 Pirate capfain o fight over what they
doin4 (M
5 Nothing gets two crosses for 1in 4 (&)
& Help yourself fo wake up in Turkey (7)
7 Got it in conjunction with dance —
sweet! (74)
8 To swell recycling, go green (7)
10 Scheme to eradicate sin? (6)
13 Misprinted signs detail equipment for

sy
17 German pensioner, 4 reserve for 2 16

18 Wakes up, thus grabbing tail of space
traveller (523

19 Sun Life possibly admitted being more

rtain (7

21 Caresses men af the back in 4 (7)

22 Note says “Lunatics” (7)

23 Urge sheep turning up at 16 where 4
starts (6)

28 American with large bore (3)
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media going

It has now been more than 100 days
since Russia unleashed a full-scale
war on Ukraine.

fighting back with extraordinary
courage.

Ukrainian independent media
suffered immensely since Feb.
24 - revenues vanished, teams
have been displaced and many
journalists have been killed,
kidnapped and threatened.

Support the campaign to keep
Ukrainian independent media

going.

Join the campaign at:
gofund.me/763c1df4

Contact us & learn more:
helpukraine.thefix.media

Both the country and its ’. “
independent media have been .‘
\ ]
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