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A tough lesson

Schools dolitfle to
SAM FREEDMAN, PAGE 14

Trickle charge
Hydropower
hit in China

Children catch crabs on the dried-out
riverbed of the Jialing River, a major
tributary of the Yangtze, in Chongqing,
onSunday.

China is experiencing its worst
drought in 60 years, with farm crops,
power supplies and shipping routes hit
aswater levels reach record lows.

The empty rivers and dams in Hubei
and Sichuan provinces, which rely on
hyd havehad
on electricity supplies. Chongging has
ordered lights to be dimmed, air condi-
tioning units to be turned down and the
use of lifts suspended. Electric-vehicle
owners are also suffering, with most
recharging stations closed.

China steps up measures page &
Lex page 16

uce inequality
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Trustbusters

Biden is fargeting private equity.

Who's he gonna call? —iG READ, PAGE 13

ASIA

Big cities, big rent
Why the pandemic did nothing to
stem priceS—SARAH O’CONNOR, PAGE 15
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Moscow says Ukrainian bomber
killed daughter of Putin supporter

o Victim's father demands reprisals @ FSB says suspect fled to Estonia @ Kyiv rejects ‘fiction’

POLINA IVANOVA — BERLIN
MAX SEDDON — RIGA

Russia’s FSB security service has
blamed Kyiv for the car bombing that
killed the daughter of a prominent sup-
porter of Vladimir Putin’s, accusing a
Ukrainian woman of planting the car
bomb before flecing to Estoni

Ukraine denied any involvement in
the attack. Officials suggested that Rus-
sia had staged it as a pretext for what
Kyiv fears could be an intense assault
ahead of the country’s independence
day tomorrow, which will also mark six
months since the Russian invasion.
ilo Podolyak, a senior adviser

Nationalist commentator Daria Dug-
ina, 29, was killed on Saturday when a
bomb exploded under the driver’s seat
of a vehicle that belonged to her father,
Alexander Dugin, a far-rightideol

to Ukraine’s president Volodymyr Zel-
enskyy, said the accusations came from
a “fictional world” and claimed “vipers
in Russian special services started an

Dugin, who has long campaigned for
Moscow to rebuild its empire, joined
other nationalists in demanding repris-
als against Ukraine. Some also called for
retribution against Estonia, the Baltic
nation that has been one of Kyiv’s
strongest supporters in Europe.

pecies fight”.

The FSB said a 43-year-old Ukrainian
named Natalya Vovk was responsible
for the killing. It claimed she entered
Russia on July 23 with her 12-year-old
daughter, rented a flatin Dugina’s build-
ing in Moscow and followed her ina
Mini Cooper, regularly changing its

number plates. Vladimir Dzhabarov, a
senior member of Russia’s upper house
of parliament, demanded that Estonia
hand over thealleged suspect.

“If Estonia refuses to extradite crimi-
nal Natalya Vovk to Russia . . . there is
every reason for Russia to take tough
action against the Estonian state thatis
harbouring the terrorist,” he wrote on
‘the Telegram messaging app.

Margarita Simonyan, edlbor of the
Kremlin-funded RT news channel,
‘where Dugina was a frequent guest, sug-
gested that Russia should find “profes-
sionals who want to take in the spires in
‘the suburbs of Tallinn”.

The comment was a reference to
simonyan’s own notorious interview
‘with suspectsin the poisoning of former
spy Sergei Skripal in the UK cathedral
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Daria Dugina
was killed on
saturday.
Russia’s security
service offered
no evidence for
its explanation
of how she

was killed

city of salisbury in 2018, for which Rus-
siahasalways denied responsibility.
Estonia’s police said Russia had not
made any official requests about Vovk.
Putincondemned the killing as a “des-
picable, cruel crime”, saying the young
woman “honestly served the people, the
Fatherland and proved by her actions
what it meansto be a patriot of Russia”.
The FsB alleged that Vovk and her
daughter followed Dugina to afestival of
“traditional values” where the elder
Dugin gave a lecture, then fled over a
land border to Estonia. The FSB did not
publish evidence. Its allegations have
notbeen independently verified and the
Financial Times was not able to reach
Vovk for comment.
Russla visa block opposed page 2
Gldeon Rachman page 15

» Korner beefs up Credit Suisse board
The Swiss bank has appointed two new executive
‘members as recently installed chief Ulrich Kérner
starts his overhaul of the lender whose shares have
fallen 45 per cent this year.— PAGE 5; LEX, PAGE 16

» Somalia piracy threat downgraded

An industry group including the International
Chamber of Shipping has declared that piracy is no
longer a threat, after a decade of efforts to prevent
attacks that upset trade and raised costs.— PAGE 4

» Ford axes 3,000 roles in electric push
An internal memo from the carmaker’s leaders has
warned of job cuts that will be spread across the US,
Canada and India but concentrated around the
group’s south-east Michigan headquarters.— paGE 5

» Odinga challenges Kenya election result
Presidential contender Raila L
0dinga has filed a petition to
the country’s top court asking it
to nullify william Ruto’s win in
this month’s election and
demanding a rerun.— pAGE 3

» UAE to return ambassador to Tehran
Abu Dhabi has said Saif Al Zaabi will return “in
coming days”, as a regional rapprochement gathers
pace. The move follows fellow Gulf state Kuwait’s
decision to reinstate its envoy this week.— PAGE 2

» Norway fund highlights cyber threat
Cyber security has eclipsed tumultuous markets as
the biggest concern for Norges Bank Investment
Management, the biggest sovereign fund, as it faces
three “serious” attacks each day on average.— PAGE 6

» EU warned on green hydrogen ambition
Mark Hutchinson, who leads the clean energy
business of Australian billionaire Andrew Forrest,
has warned Brussels it will struggle to meet targets
unless it can match US climate subsidies.— PAGE 2

The world’s factory

% of global goods exports
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China's share of
global goods
‘exports increased
1015 per cent by
the end of 2021,
from 13 per cent in
2019, The shares.
of its competitors
shrank over the
same period,
suggesting that
the country’s
O gains came at the
expense of others.
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Johnson & Johnson seeks
to extend ‘Texas two-step’

Analysis » PAGE 6

Apple staff cite ‘exceptional work’ from
home as they resist back-to-office order

PATRICK MCGEE — SAN FRANCISCO

Apple staff are pushing back against
the iPhone maker's call for workers to
return to the office next month, argu-
ing that they have shown they can per-
form “exceptional work” during two-
plus years of flexiblk

Apple Together counters thata “uni-
form mandate from senior leadership”
fails to respect the 4 many cumpel].mg

retail union busting and recent reports
of allegations of retaliation from HR,”
this person said.

Te declined

reasons” why are “hap-
pier and more produ ctive ” working out-
side of Lmdmaml office arrangements.

O:lrSlaK:k, the internal messaging plat-
form used by Apple, more than 10,000

The group is d ding that Apple

Apple Together, a group of workers that
formed last year when offices around
the globe were forced to work remotely

‘towork with their “immedi-
ate manager” to decide their working
arrangements, and that they should not
‘e subject to “high-level approvals” and

Apple empl have joined the group
Renmte ‘Work Advocacy”.
‘Whether work should return to pre-
Covid norms in Silicon Valley has
‘become a contentious issue, with some

Australia AS7000ncGST) | because of the pandemic, began circu-  “complex procedures”. tech groups touting their flexible poli-

China. RMB30 latmg a petition internally on Sunday, An employee within hardware engi-  cies to lure and retain talent. Last year

HongKang HKS33 ling “location flexible work”. neering in Cupertinohelping to organise  Spotify introduced a “Work from Any-

India Rup220 The petition, seen by the Financial the petition told the FT that Apple where” policy, saying it would support

Indonesia Rp45000 | Times, is in response to an order from  Together intended to collect si rk-life bal

Japan ¥E50Gnc D) | chief executive Tim Cook last week tell- this week before verifying and sending Apple has thrived during the pan-

= - L2 ing employees at its Cupertino head-  theresultsto executives. ‘demic, with its market value doubling

Bsys RMILS0 | quarters to return to the office three “At thisjuncture we will not bereleas-  from $1.4tn in February 2020 to $2.8tn

B Rupee® | & k. Cook said he wanted to  ing any specific names of individuals ~ today. Some employees argue that

Philppines Pesotin | CAYS 2 Week. 00 o ing any sp h o ployees argu

ST SEB0incGST) | Preserve the ‘in-person oollabl?ratmn publicly or to execlead:elsln}:_ito protect  proves that t]}e lack _of in-office culture

Taivean NTeno | thatissoessentialtoourculture”. our colleagues, especially in light of  isnothampering theirwork.
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Top EU diplomat opposes Russia visa block

Borrell’s call for ‘more
selective’ approach
echoed by Washington

HENRY FOY — BRUSSELS
RAPHAEL MINDER — WARSAW

The EU’s chief diplomat said he opposes
a blanket ban on EU visas for Russians
before talks between the bloc’s officials
next week on demands from some
countries to restrict the granting of
travel permits.

Countries including Finland, Estonia
and the Czech Republic have called for
Brussels to implement an EU-wide ban
on new tourist visas for Russians to
enter the EU’s Schengen free travel area
as punishment for Moscow’s war against

Ukraine, echoing calls by Ukrainian
president Volodymyr Zelenskyy.

The Biden administration also came
out against blanket visa bans yesterday,
with a spokesman for the US state
department saying that Washington
believes “it is important to draw a line
between the actions of the Russian gov-
ernment and its policies in Ukraine, and
the people of Russia”.

“To forbid entrance to all Russians is
notagood idea,” Josep Borrell, the EU’s
high representative for foreign affairs,
said yesterday at a conference in Spain.
“We have tobe more selective.”

That statement comes ahead of a
meeting of EU foreign ministers in
Prague next week to discuss the issue,
which Borrell will chair.

The European Commission said there

‘was no established EU position on the
issue. “As regards the issue of possible
restrictions to the issuance of visas for
Russian citizens, discussions are taking
place at EU level with [member states]

d

using visas issued by other EU coun-
tries, under the Schengen rules.
the state d

said

cut all ties with the Russian people,
some of whom are opposed to the war.

that while the US was “looking at all
tDD].i to hold the Kremlin to acmum

‘to update on latest d an

‘Many Russians want to
flee the country because
they don't want to live
in this situation’

ensure co-ordinated action,” said Nabila
Massrali, a foreign affairs spokesperson
for the commission. Some EU member
states have unilaterally suspended visas
for Russians, but have complained that
Russians are entering their territory

“wouldn’t want to cl
pathways to refuge and safety for Rus-
sia’s dissidents or otherswhoare vulner-
abletohuman rights abuses”.

The US has imposed visa restrictions
on nearly 5,000 people in response to
Russia’s invasion of Ukraine, the state
department added. Russia’s foreign
ministry last week described apmennal
blanket ban on visas as an

“To the oligarchs we must not open
the door, of course . . . We have to block
the entrance to these Russians,” Borrell
said. “But there are many Russians who
‘want to flee the country because they
don'twant to live in this situation.”

More than 300,000 Russians have
fled their country since President
‘Vladimir Putin ordered the invasion of
Ukraine almost six months ago, Borrell
said.

The Czech Republic, Whl(‘.h holds the

EU's six-month rotating giv-

of xenophobia and neo-Nazism”.

The issue has divided member states,
with some larger countries, including
Germany, cautioning against acomplete
ban. They argue that the EU should not

ingit greater clout over policy direction
and bloc priorities, has said it backs the
move for the entire EU to suspend Rus-
sian tourist visas.

Gldeon Rachman see Opinion

After just five days, alliance

falls apart in recriminations

following Draghi’s departure

AMY KAZMIN — ROME

The alliance between two of Italy’s most
prominent politicians was sealed with
smiles, handshakes and a kiss for the
camera. It lastedless than aweek.

Enrico Letta of the centre-left Demo-
cratic party (PD) and reformist Carlo
Calenda of the pro-European Action
party had pledged to fight the snap elec-
tion together. The pact was touted as
giving the centre left a fighting chance
against arightwing coalition led by Gior-
gia Meloni’s Brothers of Italy by winning
over voters wary of the far right.

But five days after it was unveiled this
month, Calenda said he had changed his
mind, blaming Letta and the PD for
overtures to two small leftwing parties.

“Twist in the soap opera of the centre
left,” Meloni scoffed on Twitter. “Cal-
enda no longer marries Letta. Perhaps
he runs away with [centrist former
prime minister Matteo] Renzi. Letta
ditched on the altar thinks of his old love
[Five Star leader Giuseppe] Conte.”

The shortlived tie-up reflects the cri-
sis of Italy’s centre left as it heads
towards the September 25 election.

Centre-left parties were caught off
guard, and deeply riven, by last month’s
sudden implosion of Prime Minister
Mario Draghi’s government, of which
the PD was among the most enthusias-
tic, committed supporters. Letta has
said Draghi’s government, still highly
popular when it collapsed, had been
making important progress.

The PD has vowed to carry on with the
reformist policies, what it describes as
the “Draghi agenda”, that have been
admired by Italy’s European allies and
global financial markets.

Pollssuggest the PDis almost as popu-
lar as Brothers of Italy but has failed to
forge a broad coalition to compete effec-
tively against the rightwing block of
Meloni, Matteo Salvini’s League and Sil-
vio Berlusconi’s Forza Italia.

“It's a mess,” said Roberto D'Ali-
monte, a political science professor at
Rome’s Luiss University. “With all these
splits and divisions, the left is not com-
petitive”

The centre left’s disarray will have a

Politics. Snap election

Italy’s centre left opens door to far-right Meloni

been expected to go into the general
election with the anti-establishment

‘Letta

Taunt: decisive impact on the 37 per cent of
Giorgia Meloni, parliamentary seats won through first-
right, leader of past-the-post races in geographic con-
Brothers of Italy,  stituencies. Analysts forecast that cen-
tweeted that tre-right candidates will secure at least
Democratic 75 per cent of those seats against multi-
party leader plesquabbling ideclogical rivals.

Enrico Letta, “You have one front, which is united
left, would no — the right — and another front that is
longer be way more fractured,” said Lorenzo Preg-
marrying liasco of YouTrend, a pollster. “Having
afellow the centre left basically divided into
centre-left three different coalitions puts the right
leader — corciey ina very favourable position.”
FofograrmalRiopi t-th

Five Star Movement, the largest party in
the outgoing parliament. But Letta
ruled out a tie-up in light of Five Star’s
role in triggering the crisis that under-
mined Draghi’s government.

“The PD cannot say, ‘we are going to
run the election with the party that
caused the downfall of Mr Draghi’,” said
D'Alimonte. Instead, the PD tried to tack
to the centre, with Calenda, a former
economic development minister and
annLher Draghl luyahst hoping to woo

That edge in first-p: -post seats
is expected to help the right, which polls
suggest is favoured by about 45 per cent
of voters, secure a clear majority when
added to seats allocated by share of the
vote. Pregliasco said the centre right was
likely to secure about 60 per cent of the
total parliament seats.

Though shy of the two-thirds major-
ity needed to change the constitution, it
would be a “super majority the size of
which we haven’t seen for a political
governmentin three decades”, he said.

Until last month’s crisis, the PD had
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d by Draghi’s down-
fall. “It was auseful alliance . . . itwould
give the signal to voters that even mod-
erate, centrist liberal parties were join-
ing this alternative to the right,” Preg-
liasco said of the PD-Action union.

‘Voters would have received such an
alliance as a “more competitive” alter-
native to the Meloni-led bloc, Pregliasco
said. But the strategy faltered after Cal-
enda rebelled —a problem that analysts
attributed to mistakes by Letta in the
coalition-building process.

“The PD could not make up its mind

thought he
could ally
himself
with
Calenda
and the

far left.

He messed
things up’

about allying between the far left or the
centre,” D’Alimonte said. “Letta thought
he could ally himself with Calenda and
thefarleft . . . Hemessed thingsup.”

Since then, the centrists and leftists
have spent nearly as much time attack-
ingeach other as their rightwing rivals.
Calenda, as forecast by Meloni, has tied
up with Renzi’s Italia Viva to create a
tiny centrist alliance that polls suggest
could win about 5per cent of the vote.

Analysts said that even if the PD had
managed to build meaningful alliances,
it was unlikely to have prevented a con-
servative victory, given Meloni’s surging
popularity, but could have pared the
right’smajority in parliament.

Daniele Albertazzi, political scientist
at Surrey university in the UK, said
Letta’s stand on Five Star, expected to
‘win about 10 per cent of the vote, sug-
gested the PD was resigned to a right-
‘wing victory. “The PD have decided that

UAE torestore
full diplomatic
ties with Iran
following
six-year pause

SIMEON KERR — DUBAI

The United Arab Emirates has said it
plans to return its ambassador to
Tehran after a six-year gap, restoring
full diplomatic relations with Iran as a
regional rapprochement gathers pace.

The UAE foreign ministry in a state-
'ment said its ambassador, Saif al-Zaabi,
would go back to Tehran “in the coming
days”.

His return follows three years of ten-
tative diplomacy as the UAE has sought
to ease tensions that had deepened after
former US president Donald Trump
abandoned the nuclear deal with Iranin
2018.

The UAE, an important US ally, was
keen to improve relations after com-
mercial shipping was attacked near
UAE waters close to the strategic Strait
of Hormuz.

US officials also blamed Iran and its
proxies for drone and missile attacks
thatstruckat the heart of Saudi Arabia’s
oil infrastructure in 2019, temporarily
knocking out about half the kingdom'’s
crude output.

The UAE and Saudi Arabia have long

Ambassador’s return
follows three years of
diplomacy as the UAE has
sought to ease tensions

accused shia Iran of being a destabilis-
ing force in the region. The rivals found
themselves on opposing sides of
regional conflicts, notably Yemen,
where the Gulf states intervened in
2015 after Iran-allied Houthi rebels
ousted the internationally recognised
government.

But after tensions soared in the wake
of Trump’s decision to abandon the
nuclear deal and pursue a policy of max-
imum pressure against Iran, the UAE,
worried about its own vulnerability to
an Iranian attack, sought to repair rela-
tions with Tehran and bolster economic
tieswith the republic.

The restoration of diplomatic ties fol-
lows fellow Gulf state Kuwait’s decision
to reinstate its ambassador in Tehran
last week. Saudi Arabia has also held
several rounds of talks with Iran over
the past year in an effort to improve its
relations with the Islamicrepublic.

The UAE recalled its ambassador in
2016 following Riyadh’s decision to
sever ties with Iran in the wake of pro-
tests in Tehran that targeted the Saudi
mission in the republic’s capital. Iranian
demonstrators stormed the Saudi
embassy in Tehran after the kingdom
executed an influential Shia cleric.

Western powers have been seeking to
negotiate a revival of the nuclear pact
with Iran that would lead to the US
rejoining and easing sanctions on the
republic, in return for Tehran’s agreeing
tostrict limits on its nuclear activities.

The UAE and its Arab allies have been
concerned that efforts torevive the 2015
pact have failed to take into considera-
hun efforts tostymie Iran’s ballistic mis-
d what they regard as

it’s OK to lose this time and . . . come
outasagoodloser,”. A.lbemmsald

“The data is clear. Unless there is
some kind of miracle, there is no way
they are going to win.”

Iranian interference in the Arab world
through proxy militias. But the Gulf
state also wants to maintain relations
with Tehran and develop its economic
links with the republic.

ekend

France targets private jets in
push to limit global warming

VICTOR MALLET — PARIS

French transport minister Clément

Beaune has called for flights by private

jets tn be restricted because ol their
ibution to cli

i P nfer, Inc.,
+10-5, Shinanome, Koto-Ku, Tokyo 135-0062
Representative; Hiroko Hoshino; ISSN 0915-9460

joining an increasingly heated debate
in France about measures needed to

outright ban on private jet use by busi-
ness leaders and the wealthy and say
they want to propose a draft law in
autumn.

1Fly Bernard, one of several recently
launched Twitter accounts, has gar-
nered more than 60,000 followers for its

PRSI UNMEGE P i O ——

Europe warned against losing
green hydrogen funding to US

NEIL HUME — LONDON

Europe will struggle to meet its ambi-
tious targets for green hydrogen and
reduce its dependence on Russian gas
unless it can match the US's new cli-
bsidies. savsth ivel

ing the clean energy business of Aus-

gen atoms from water, using electrolys-
ers. Itis a main plank of the EU’s plan to
reduce its reliance on Russian gas but
has yet to be produced anywhere at
large scale due to the cost of production
and transport issues.

Fortescue struck a non-binding agree-
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save energy and limit global warming.

“Without resorting to demagogy or
launching ad hominem attacks, there are
some behaviours that are no longer
acceptable,” Beaune, who is close to
President Emmanuel Macron, told Le
Parisien newspaper at theweekend.

“I think we should act to regulate
flightsby privatejets”

‘While there might be urgent business
trips, private jet flights could not be
taken “just for the comfort of
individuals”, given the efforts

shame the users of private jets. The
account’s name is a reference to LVMH
founder Bernard Arnault, Europesrich-
est person.

“It’s time to ban private jets,” Julien
Bayou, the national secretary of the
Greens, said last week. “It’s the measure
that would penalise the smallest
number of people for the biggest and
most immediate impact in favour of the
climate,” he told Libération

tralian billionaire Andrew Forrest.
MarkHutchinson, the head of Fortescue
Future Industries and former head of
GE Europe, said the funds to finance
large-scale green hydrogen projects
could bypass Europe and flow to the US
to take advantage of the tax credits
offered in Joe Biden’s flagship climate,
tax and healthcare bill, known as the
Inflation Rndumnn Act.

said if Brussels was seri-

Macron and his ministers have called
on citizens to save energy and are pre-

ous about replacing Russian gas, it
would need to improve its incentives.

LLICILL I 1Y L WP LUY UG AT Lty L
oh d 1 b

2 P
athird of its gas imports from Russia, or
5mn tonnes a year by 2030. Fulfilling
that agreement is a priority after first
cracking the task of making green
hydrogen atscale, Hutchinson said.
Under its new energy blueprint,
dubbed RepowerEU, Brussels plans to
use 20mn tonnes of the fuel by 2030.
‘While Europe has many large hydrogen
projects planned, final investment deci-
sions have been taken on only a few.
Although the EU has announced

Printed by Reprints are available of any FT article with your demanded of ordinary people by paring legislation to accelerate invest- | “Otherwise, whatisgoingtohappen?All  plans for a green hydrogen subsidy
;:u:‘lldl: S_W'}I":m\fé';‘:‘db Lillian Fowler company k:do:l contact details inserfed 'fmg:i'ﬂd Macron, Beaune said. ment in renewables They are anxious | the green capital is going to be flowing  based on contracts for difference —a
= mdm R e P ,m#:m"czww Some Green and leftwing politici nottob Y ingordinary peo- | into the US and you are just going to  mechanism that has been used to sup-
15/F BLK A, 18 Ka Yip Street, Ming Pao Industrial available. vh largest opp bl ple tomak ifice: he | missout,” hesaid. port renewahle energy generation by
Centre, Chai Wan; \ngela Mackay; For . phone +44 20 7873 4816, in the Frens:h National Assembly since ~ wealthy tolive theirli Green hydrogen uses T bl price —ithas
SN 1025-918% T I the June elections, have called for an  Green transition see Opinion energy to separate oxygen and hydro-  yetto nuﬂmea]lthe details.
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Soaring fertiliser
prices deepen
Africafood crisis

Increased costs are forcing farmers
on the continent to reduce output

ANDRES SCHIPANI — OTHAYA, KENYA
EMIKO TERAZONO — LONDON
HEBA SALEH — CAIRO

Evans Luvaga, a maize farmer in Bun-
goma, western Kenya, has been hit hard
by rapidly rising fertiliser prices.

“Previously, we used to get inputs at
affordable prices, especially fertiliser,
but since the Ukraine war, fertiliser has
doubled in price,” hesaid.

Luvaga usually cultivates eight acres
of land but this season has cut down his
planted area by half due to the higher
costs. “Farmers cannot afford it, that is
the reason why the cost of maize pro-
duction has gone up. And now thereisa
scarcity of maize, which is a major food
crophere”

The price of nitrogen-based fertilis-
ers, which use gas as feedstock and typi-
cally provide up to two-thirds of the
nutrients used to grow crops, has risen
in line with natural gas prices in the
wake of Russia’s invasion of Ukraine.
The imposition of sanctions on Russia,
which accounts for about 15 per cent of
global crop nutrient supplies, sent
prices torecord highs.

Growers worldwide have cut fertiliser
usage in response to the price rises, a
move that threatens toreduce food pro-
duction and deepen the global food cri-
sis. Analysts said smallholder farmers in
Africa, the world’s poorest continent,
were likely to be worst hit.

African countries typically use less
fertiliser than other parts of the world
but the price rises would hit them
harder, sai , because they rely
on homegrown food production. Sev-
eral countries, such as Cameroon, rely
onimports of Russian fertilisers.

“For Africa, removing what little ferti-
liser is traditionally applied has a dis-

proportionate effect on crop produc-
tion, resulting in food shortfalls that are
being compounded by current drought
levels,” said Will Osnato, analyst at com-
modities data and research group Gro

Intelligence.

Analysts said the war’s disruption to
the supply of commeodities including
fertilisers, coming on top of the corona-
virus pandemic and droughts, could
cause social unrest on the continent.
“The consequences of a looming food
crisis may be more pronounced than
during the 2007-08 global food crisis
and the 2010-11 food price hikes that
contributed to the Arab spring,” said
McKinsey, the consultants.

In some countries, such as Ivory Coast
and Cameroon, the price of fertiliser has
risen by more than 50 per cent since the
February invasion of Ukraine, accord-
ing to Dutch non-profit organisation
IDH, which supports sustainable trade
in developing countries.

“There is a huge, huge crisis in food
security [in] sub-Saharan Africa,” said
Jonas Mva Mva, Africa director atIDH.

While most farmers in Ghana would
usually have carried out a full applica-
tion of fertiliser to their fields by August,
a survey by Farmerline, an African
agritech company, showed more than
half of the 178 growers questioned had
applied no fertiliser this year. Only a
tenth had carried out a full application.

GroIntelligence forecast that the high
price of fertilisers would result in a glo-
bal production loss of about 1.8 per cent
of total corn, wheat, rice and soyabean
production in the 2022-23 crop year.
African output was predicted to fall by
asmuch as12 per cent.

In Kenya, which relies on exports of
agricultural crops including coffee, tea,

Coffee farmer Charles Gatere:
‘We need fertiliser to boost
productivity. A hungry tree
cannot grow well’ — anes schipan
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and flowers, lower use of fertilisers
could reduce crop production by up to
6 per cent, said Gro.

‘Higher prices, particularly for ferti-
liser” would reduce gross domestic
product by 0.8 per cent in Kenya,
putting an estimated 1.4mn additional
people below the poverty line, accord-
ingto a June study by the International
EoodPuhcy Reseamh Institute.

Highps Africa’s
crop e)rpnrters Charles Gatere, a Ken-
yan coffee farmer said he had never
seen fertiliser prices this high in nearly
five decades in the profession.

The price “has more than doubled”,
Gatere said, from Ks2,800 ($23) a 50kg
bag before the war in Ukraine to
between Ks6,500 and Ks7,000.

Gatere said he produced 3,000kg of
Arabicabeanslast year duringthe Octo-
ber to December season, but with the
fertiliser shortage, he was concerned
about his output levels. “We need ferti-
liser to boost productivity . . . a hungry
tree cannotgrow well,” he said.

High energy prices mean fertiliser
pnoes are set to stay high. For the next

hsto a year, “we don't see how

L& 5
[fertiliser] prices can come down”, said
John Baffes, senior agricultural econo-
mist and head of the commodities unit
atthe World Bank.

As part of its $1.5bn emergency food
production facility approved this year,
the African Development Bank will pro-
vide fertiliser to 20mn smallholder
farmers across the continent over the
next four growing seasons.

Some fertiliser producers, including
Yara of Norway and Morocco’s OCP,
have offered discounts to African farm-
ers. OCP said it was donating 180,000
tonnes of fertiliser to smallholders in
sub-Saharan countries and supplying
another 370,000 tonnes at a discount to

than4mn in Africa.

But even with discounts, the prices
areunaffordable for many growers, said
IDH’s Mva Mva. “To put it bluntly, farm-
ers’ pockets are empty.”

Alloysius Attah, Farmerline’s co-
founder, warned that lower yields
would mean higher food prices and
increased dependency on imports for
food security. “There may not be
enough food for everyone,” he said. “Itis
more serious now than ever before.”

Odinga
challenges
poll result

ANDRES SCHIPANI — NAIROBI

Kenya's presidential contender Raila
0Odinga yesterday filed a petition to the
country’s top court challenging
William Ruto’s victory in this month’s
election and demandinga rerun.

In the petition, Odinga and his running
mate, former magistrate Martha Karua,
asked the supreme court toordera “nul-
lification of the declaration of results”
that made Ruto the winner because of
“irregularities and improprieties”
that “were so substantial and significant
and that they affected the result”.

This included a failure by IEBC, the
electoral commission, to tally ballots
from 27 constituencies and a mismatch
between the turnout and the final
result, they said.

Last Monday, Wafula Chebukati, IEBC
chair, said Ruto won 50.5 per cent of the
vote, while former prime minister and
veteran opposition leader Odinga
secured 48.8 per cent. This is the fifth
time Odinga hasrun for president.

A day later, Odinga said that “the fig-
ures announced by Mr Chebukati are
null and void and must be quashed by a
court of law”. According to the petition,
0dinga and Karua claim the “electoral
process has not been transparent,
impartial, neutral, efficient, accurate
and accountable”.

The IEBC, Chebukati and Ruto have
four days to respond to the claims.
“There will be court processes, we will
engage in those because we are demo-
crats and we believe in the rule of law,”
Rutosaidlastweek.

This is the third time in a row that
77-year-old Odinga has challenged the
result of presidential elections.

Last Monday, four out of seven elec-
toral commissioners distanced them-
selves from Chebukati, disowning the
results. Odinga and Karua said the com-
missioners’ decision was valid, adding
that Chebukati was “unfit” to hold pub-
lic office. Chebukati claimed that just
before the release of results, the four
breakaway commissioners were
attempting to force arerun.
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Maritime attacks

Somali piracy threat to ships declared over

Shipping industry group
says attempts to deter
raiders have worked

HARRY DEMPSEY — LONDON
ANDRES SCHIPANI — NAIROBI

AANU ADEOYE — LAGOS

Piracy in the waters off Somalia is no
longer a threat to global shipping, an
industry group said yesterday, after
more than a decade of efforts to prevent
theattacks.

The group of six international ship-
pinggroups, which includes the Interna-
tional Chamber of Shipping (ICS) said
from next year the Indian Ocean would
no longer be considered high risk, as

there had been no attacks on merchant
vessels off Somalia since 2018.

“Thisannouncementis a testament to
nearly 15 years of dedicated collabora-
tionto reduce the threal of piracy in the

Indian Ocean,” it sai

A vital thorollghfare for energy
exports from the Middle East to Europe,
the coast of Somalia was deemed high

d

environment and trade at ICS, said
removing Somalia’s designation as a
high-risk area would probably reduce
the number of private armed guards
deployed on shipstravellingthrough the
region. “It is very strange tobe standing
here saying piracy is suppressed when
‘we went through summyyea(soﬂhem
bei 0P indi i

risk after piracy and ransom d
surged from 2008 and peaked three
years later. Justunder 10 per cent of glo-
bal seaborne petroleum trade goes
through the Gulf of Aden, the waterway
between Yemen and the Horn of Africa,
according to the US Energy Information
Administration.

John Stawpert, senior manager of

But i for voyages
in the region are mﬂuenoed by separate
security assessments made by the Joint
War Committee, a marine insurance
advisory board whose guidance is
‘watched closely by underwriters.

Dimitris Maniatis, chief commercial
officer at Seagull Maritime, a private
maritime security firm, said private

guards together with naval deploy-
ments had helped to reduce piracy.
About a third of all daily shipping in
the world passes the north-east edge of
Africa, where the water narrows to a
chokepoint between Yemen and Dji-
bouti on its way to the Suez Canal and
the Red Sea. Djibouti is home to a hand-

said there were no successful pirate
attacks off the coast of Somalia last year.
There had been no successful ship
hijackings for ransom since 2017. But it
warned that “suspicious approaches
towards merchant vessels in the region
were observed ... indicating that
progress achleved in combahng plracy
couldb

Power supplies

Chinastepsup
measures

to deal with
heatwave

and drought

RIORDAN AND GLORIA LI

ful of military stations, including from
the US, France and China’s first overseas

Operation Atlanta, the EU’s first naval
operation, and the Combined Maritime
Forces, a 34-nation coalition focused on
counter-terrorism and counter-piracy
that operates out of Bahrain, had helped
combat piracy in the region.

In December, the UN Security Council

ifnot.

‘Maniatis said Somali clans that had
been engaged in piracy were now
focused on smuggling weapons and peo-
pleinand outof Yemen.

“I don’t anticipate any immediate
rebound of Somali piracy anytime
soon,” he said.

The Gulf of Guinea off west Africa has
emerged as the world’s piracy hotspot.

Pakistan

Khan charged
with terror

offences after
weekend rally

FARHAN BOKHARI — ISLAMABAD
BENJAMIN PARKIN — LAHORE

Pakistani police have filed terrorism
charges against Imran Khan over com-
ments he made ina speech at the week-
end, stoking political tensions as the
former prime minister’s loyalists vow
toresist efforts to arrest him.

Khan's lawyers said they would chal-
lenge the charges, while hundreds of
his supporters gathered outside his
home in 1slamabad denouncing what
they called an effort by Prime Minister
Shehbaz sharif to silence his main polit-
ical rival.

“The terrorism-related charges
against Imran Khan are completely
biased,” said Iftikhar Durrani, a senior
leader from Khan’s Pakistan Tehreek-e-
Insaf party. “We are gumg to court to
contest these charges

Khan said at a rally in Islamabad that
his supporters “won’t spare” the offi-
cials responsible for detaining Shahbaz
Gill, one of hisallies, this month.

The police alleged Khan “terrorised”
the officials, while Pakistan’s informa-
tion minister, Marriyum Aurangzeb,
accused the former prime minister of
“inciting the people to violence, lawless-
ness, rebellion and riot”.

Pakistan’s media regulator barred tel-
evision channels from broadcasting
Khan’s speeches and the former prime
minister claimed a talk of his was
blocked from YouTube.

Khan was ousted as prime minister in
Aprilinano-confidence vote, bringinga
coalition led by Sharif’s Pakistan Mus-
lim League (N) into power.

But the former cricketer’s popularity
has surged since he left office. He has
toured the country trying to force early
elections, alleging without evidence that
his removal was the result of a
Us-backed conspiracy in retaliation for
his warm relations with Russian presi-
dent Viadimir Putin.

Khan has also tapped into public frus-
tration with Pakistan’s dire economic
situation, despite many of the problems
starting while he was in office.

Huma Bagai, a political analyst in
Karachi, said the government’s actions

l\/hhtrﬂ y drills
S Koreaand

US war games
add to tension

Equipment check: South Korean
soldiers look over their tanks at
Paju, north of Seoul, yesterday

South Korea and the US began their
first large-scale joint military exercises
in four years yesterday, amid growing
‘tension over North Korea's nuclear
‘weapons programme and regional
concerns about the future of Taiwan.

The exercises, which will include

joint aircraft carrier strike drills and
amphlhmux landing training, represent
‘the first large-scale drills since 2018,
‘when the exercises were scaled down
ahead of a summit between North
Korean leader Kim Jong Un and then-
US president Donald Trump.

South Korea also launched a four-
day civil defence exercise yesterday
invelving 480,000 people from about
4,000 public institutions.

“Only exercises that are identical to
an actual battle can firmly defend the
lives of our people and the security of
our nation,” said Yoon Suk-yeol, South
Korean president. “In order to
maintain peace on the Korean
peninsula, our watertight security
posture must serve as the basis™

Kim has blamed the exercises for
‘bringing the Korean peninsula to the
“brink of war” and cited the “hostile
policy” of South Korea and the US as

The drills are being held at a time of
growing tension in the region, after a
visit to Taiwan by US House Speaker
Nancy Pelosi provoked a furious
response from China. The People’s
Liberation Army conducted an
unprecedented series of drills close to
Taiwan, and the US and China have
conducted separate war games in
south-east Asia.

‘Idon’t know what kind of
flashy plan Seoul will come
up with, but we will never,
ever consider them’

Pyongyang has also angrily rejected
an offer from Yoon of economic
assistance in exchange for steps taken
towards North Korea's
denuclearisation.

‘Yoon said the offer did not mean
South Korea would give security
guarantees to the North Korean regime
but that it did not seek regime change.

“The most important thing is settling
sustainable peace between the South
and the North,” Yoon said. “And if

assistance, we would welcome that

HONG KONG

Chinese authorities have increased
emergency measures to deal with
extreme heat and a crippling drought
in the south-west of the country that
has forced cities to dim lights and left
electric vehicle drivers struggling to
recharge cars.

A record months-long heatwave, with
temperatures reaching a high of 43.4C
in Chengdu on Sunday, has emptied riv-
ers and dams in Hubei and Sichuan
provinces, which rely on hydropower.

The situation has had a cascading
effect on electricity supplies in other
parts of the country, just as the economy
has been hammered by Beijing’s zero-
Covid restrictions and a crisis in the
Pproperty sector.

Officials in Sichuan have declared the
event a “level 1”7 emergency incident,
the highest possible, and at least 50

il th §

P
have been dispatched to help stabilise
thelocal power supply, according to the
State Grid Corporation of China.

Authorities have suspended power
supplies to several factories, forcing
manufacturers such as Toyota and
Foxconn to interrupt operations in
Sichuan, a province of 84mn people and
ahub forlithium mining and solar panel
production.

Lier Chemical, a Shenzhen-listed
pesticide mzmlfzcturer, said in a filing
yesterday that local officials had
extended the industrial power cutsuntil
Thursday.

The cities of Chongging and Chengdu
have ordered lights to be dimmed and
shopping malls and office buildings
have turned off illuminated outdoor
advertising and suspended the use of
lifts. Office staff in Chengdu have been
urged to set their air conditioners to 27C
inanattempttoreduce energy use.

Electric vehicle owners in Sichuan
and Chongging have complained that
recharging stations have closed. Tesla
said only two of its 14 charging stations
in Chengdu were open on August17.

change.” “[1 am] either charging my car or
Kim Yo Jong, Kim's sister and a looking for an available charging pile,”

high-ranking official, described an electric vehicle owner in the city

the South Korean president as a wrote on Weibo, China’s Twitter-like

“naive little child” for offeringa mlcroblnggmgpl atform.

“copy” of similar failed initiati ly hot weather i

of the past. to laslfurﬂle rest of the month and ana-
“Idon’t know what kind of flashy lysts said the high temperatures would

plan Seoul will come up with in the heap more pressure on the economy.

future, but I declare now that we will
never, ever consider them,” she said.

Most experts concurred that
‘Yoon's proposal had little prospect
of success with Kim. Pyongyang has
blamed Seoul for a coronavirus
outbreak this year, alleging that
South Korea deliberately flew
balloons that were contaminated
with Covid-19 over the demilitarised
zone dividing the peninsula.

“Think of how the fearful clouds
of death roamed above our people’s
heads, how many people suffered
from high fever and pain, and how
people struggled in pain and fear,
terrified of losing beloved children
and blood families,” said Kim Yo
Jong at an event to declare North
Korea’s “victory” over the virus.

“With Covid restrictions . . . still a
day-to-day issue for the country . . . and
areal estate sector that is undergoing
critical rehabilitation, a black swan
event has occurred with a record two-
month-long heatwave,” said Jefferies,
theanalyst.

“The drought has created a vicious
spiral as hydroelectric power becomes
scarcewhich inturn cuts electricity pro-
duction forindustry.”

Morgan Stanley analysts Simon Lee
and Leo Deng wrote in a research note:
“sichuan is now facing the hottest tem-
peratures and the worst drought of the
past 60 years, with hydropower
resources down 51 per cent.” They
added that the government expected
thesituation to last to the end of August.

They said 19 provinces were experi-

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F23&ts=20220822195326&uq=20220804103507
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“are strengthening Imran Khan every
minute. His narrative seems to be sell-
inglike hot cakes.”

ahead of exercises with the US
Yonhap/EPA-EFE
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justification for advancing the North’s
nuclear programme.

North Korea naturally changes as a
result of our economic and diplomatic

Christian Davies, Seoul
See Opinion

encing record-high power demand as a
result of the high temperatures.
See Lex

Brain stimulation boosts memory in elderly

CLIVE COOKSON — LONDON

the findings could form the basis for
that do not involve drugs or

Electrical brain sti i d
both immediate and ]ong term
memory in elderly volunteers with the
benefits lasting for more than a month,
in experiments carried out at Boston
University.

Robert Reinhart, the projectleader, said

invasive neurotechnology, to boost the
cognitive performance of people devel-
oping Alzheimer’s disease and other dis-
orders characterised by failing memory.

The Boston researchers directed
weak alternating currents to specific
regions of the brain, using electrodes in
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skull caps worn by the participants.
They worked with 150 people aged over
65, who received 20 minutes of stimulus
a day over four days and heard lists of
‘words which they were asked torecall.

short-term or working memory —
indicated by immediate recall of words
—improved by 65 per cent after the four
days and was still 40 per cent better a
month later without further stimulus.

Long-term memory — recalling words
minutes or more after hearing them —
‘was 50 per cent better after four days
and 37.5 per cent better after a month.
Results were published yesterday in the
Nature Neuroscience journal

Reinhart sees non-invasive neuros-
timulation as a potential treatment for
memory loss in older people. No
adverse side-effects were reported,
apart from “a bit of itching and tingling
sensation for appmmmately 30 to 6()
seconds at the beginni i

Activists dismiss Singapore gay sex ban repeal

MERCEDES RUEHL — SINGAPORE

LGBT+ activists have dismissed Singa-
pore’s decision to repeal a law banning
sex between men as window dressing
that has failed to substantially soften
the country’s restrictions on gay rights.

The Asian city-state on Sunday said it
would scrap the colonial-era law crimi-
nalising gay sex, but also announced
plans to amend the constitution to pre-
vent same-sex marriage.

How Singapore’s government intends
to make the changes is still unclear but

towards gay rights in the global finance
hub.

The ruling People’s Action party
maintains that Singapore is a conserva-
tive society and social benefits are heav-
ilylinked to marital status. Young peo-
ple who want to apply for government

to treat us as second-class citizens,”
‘Wham said, adding it would make it dif-
ficult to mount legal challenges on
issues such as housing, employment
and adoptionrights.

A statement by 22 groups including
Pink Dot SG, Rzady 4 Repeal and Sayoni
said any

“This is one step forwards
and two steps back.

Tam not sure what the
repeal actually does’

mgna]led LGBTQ+ people were unequal
citizens would be “disappointing”.
Experts said the government’s
attempt to compromise was inevitable.
“There is no way the government could
have secured or have the buy-in of the

the constitutional d wil
make it more difficult for any future
government or court to legalise gay
marriage.

“This was a replacement of a discrimi-
natory law with another discriminatory
law,” said Roy Ngerng, a Singaporean
blogger and activist now based in Tai-

tionand for 30to 60 seconds atthe end E

‘Masud Husain, neuroscience profes-
sor at Oxford university who was not
involved in the research, said “these are
very exciting results” but pointed out
‘that the trial was limited in scope.

wan, who described the repeal as “win-
dow ing”.

‘While many rights activists in Singa-
pore cheered the move to scrap section
377A, in effect legalising homosexuality,
the planned constitutional amendment
underlined remaining hostile attitudes

* FINANCIAL TIMES

subsidised housing, for instance, need
to either be married or wait until they
are35yearsold.

Jolovan Wham, a social worker and
activist, said the plans put the LGBT+
community in a worse-off position.
“This is one step forwards and two steps.
back. 1 am not sure what the repeal actu-
ally does,” he said. Authorities have said
thelaw banning sex between menis not
enforced.

“When you enshrine discrimination
in the constitution the ramifications are
pretty profound. You are saying it is OK.

pop for the repeal without indi-
cating there will be other amendments
aswell,” said Eugene Tan, an associate
professor at Singapore Management
University.

Adrianna Tan, a Singaporean profes-
sional working for a digital services firm
in San Francisco, said there was a dis-
connect between the government’s
stance on gay rights and its desire to
attracttalent.

“1 am an educated and skilled Singa-
porean who tried for a long time to stay
and left entirely because of sexuality,”
shesaid.
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Credit Suisse
names leaders

to help

Korner

steer overhaul

® Bank hires Deutsche treasurer Joshi
e Tainted lender tries to turn new leaf

STEPHEN MORRIS — LONDON

OLIVER TELLING — SINGAPORE

Credit Suisse has appointed two execu-
tive board members as Ulrich Korner,
chief executive, starts his overhaul of
the scandal-hit Swiss lender.

Dixit Joshi, treasurer at Deutsche
Bank, becomes chief financial officer in
October, replacing David Mathers, who
had announced previously he was step-
ping down following more than 11 years
intherole.

Francesca McDonagh, chief executive
of Bank of Ireland, becomes chief oper-
ating officer next month, overseeing an
“operational and cost transformation”,
the Swiss bank said yesterday. She had

During his almost 12 years
at Deutsche, Joshi was
credited with stabilising
the German lender

originally been hired as chief of Europe,
Middle East and Africa, but Francesco
De Ferrari, the head of the wealth man-
agement unit, will now perform that
role.

Korner, who was promoted from head
of asset management last month and is
known as “Uli the knife”, has taken over
after a series of scandals took the bank’s
shares toa three-decadelow. The shares
have fallen 45 per cent this year, far
underperforming UBS, its domestic
rival

He has promised investors a new
strategy in October in which the invest-
ment bank will be cut back along with
costs in the lender’s support and opera-
tional functions.

The bank and its clients lost billions
in scandals involving Greensill Capital,
the specialist finance group, and Arche-
gos, the family office, which collapsed
within weeks of each otherlast year.

It was alsofined for its role in the $2bn.

Mozambique “tuna bonds” scandal and
became the first Swiss bank to be found
guilty of a corporate crime after it was
discovered to have laundered money for
a Bulgarian cocaine cartel run by a
former professional wrestler.

Thomas Gottstein stepped down
as chief executive last July, and the
Greensill and Archegos scandals hap-
pened on Mathers’ watch ashead of the

During his almost 12 years at Deut-
sche, Joshi was credited with stabilising
the German lender and restoring a
degree of trust with regulators and
investors when it faced a similarly tur-
bulent period of losses, scandals and
creditrating downgrades.

Joshi faces significant challenges at
Credit Suisse, which lost SFr2bn
($2.1bn) in the fourth quarter last year,
a further SFr1.9bn this year and has
issued profit warnings in six of the past
seven periods.

Its credit has been downgraded by
Moodys, the rating agency, and its out-
look changed to negative by S&P Global
Ratings.

“Dixit has an impressive turnround
track record, with a broad experience
acmss a range of investment banking

” Korner said in a
that indicated the cuts soon to be
imposed onthedivision.

This “will be invaluable on our
journey in transforming the investment
bank into a highly competitive banking
and more sustainable markets business
that )| wealth

JOE MILLER — FRANKFURT

German sportswear group Adidas
will replace its chief executive
Kasper Rorsted next year — three
years before his contract isup —as it
continues to suffer from shrinking
sales in China and the effects of the
war in Ukraine.

Kasper Rersted, Adidas chief, will depart in 2023, three years before his contract

Rersted had “strategically reposi-

Adidas shake-up Search is on for chief to fill
Rarsteds shoes as China sales woes take toll

UP — Simon Dewson/Bloamberg

id. for 2022 by atleast half

tioned the company and fast-for-
warded its digital transformation”
The executive had expanded Adidas’s
online business “by a factor of more
than five” and doubled sales in North
America.

But he also said that “after three
cha]lengulg years that were marked

The Dax-listed comp. d
yesterday that Rarsted who took
over in 2016, had agreed to hand
over the position during 2023, adding
that a successor had not yet been
identified.

and the Swiss bank”, Kérner added.

Joshi previously worked for Credit
Suisse in New York and London from
1995t02003.

Shares in Adidas fell more than
5percentin

Rersted, a former executive of
cleaning products manufacturer Hen-

nrthe
Covid-19 demic and

a billion euros, because of a substan-
tial decline in its profitable China
business, after already lowering its
forecasts in May.

sales in the key market, which Adi-
das has historically been more
exposed to than rival Nike, shrank 35
per cent in the last. quaﬂer cnmpared

Ford prepares
to shed 3,000
employees and
contract staff

CLAIRE BUSHEY — CHICAGO

Ford plans to shed 3,000 employees
and contract workers, citing a need to
reshape its labour force as it invests
tens of billions of dollars in making
electric vehicles.

The company plans to cut the jobs of
2,000 salaried employees and another
1,000 contract workers, according to an
internal memo yesterday from chief
executive Jim Farley and executive
chair Bill Ford. The cuts, while spread
across the US, Canada and India, will be
concentrated around the carmaker’s
headquartersin south-east Michigan.

The executives said Ford's cost struc-
ture was “uncompetitive” compared to
other carmakers, including legacy pro-
ducersand upstartsin the EV market.

“We have an opportunity to lead this
exciting new era of connected and elec-
tric vehicles,” their memo said. “Build-
ing this future requires changing and
reshaping virtually all aspects of the
way we have operated for more than a
century.” This meant “redeploying
resources and addressing our cost struc-
ture”, they said.

In March Ford split operations into
separate businesses, with one focusing
on internal combustion engines and
another on EVs. The company had
183,000 employees at the end of 2021,
<down from 186,000 at the end of 2020.

The company still expects its internal
combustion engine business to grow.
But Farley has said that Ford’s work-
force needs to change, noting in July that
“we have skills that don’t work any-
more” as the company orientates itself
towards electric vehicles. Ford’s US
group plans to derive one-third of over-
all sales from EVs by 2026, rising to half
by the end of the decade. In Europe,
where there were extensive job cuts
under the previous chief executive, the

LD2021 arnld id)

T inch

tensions, lllsnmnrlherlghtmnemuu-
tiate a CEO transition and pave the
way for arestart”.

Rorsted said that his tenure had
“been marked by several external
factors that disrupted our business
significantly” and that it “required
huge efforts” to master these

The bank has announced two internal kel, wouldstayonto “ensureasmooth  challenges.
job moves. Michael Rongetti becomes transition at the helm of the com- “This is why enabling a restart in
interim head of asset management and pan'f” Adidassaid. 2023 is the right thing to do— both for
Michael Bonacker has been appointed y did not on  the company and me p Ily,” he
group head of transformation. why hewas ].eavmg early. said.
See Lex Adidas chair Thomas Rabe said Adidas last month lowered its earn-

Italso announced that supply chain
constraints in Russia and surrounding
countries had cost the company
€300mninsales.

The company has faced a national-
ist backlash in China after it
announced that it had asked its sup-
pliers not to buy cotton from the Xin-
jiang region, because of human rights
concerns.

China is accused by the US and oth-
ers of committing genocide against
the Muslim Uyghur minority in the
area.

pany has ‘to making all
passenger cars electricby 2030.

In June, Ford warned of “significant”
staffing cuts, even as it chose a plant in
Spain to make electric cars.

The Dearborn automaker also com-
mitted in March to spending $50bn by
2026 as it ramps up its EV business,
building factories and hiring more soft-
ware and electrical engineers in an
increase from the original $30bn it
pledged.

The company is investing billions to
build or upgrade assembly and battery
plants in Tennessee, Kentucky and
acrossthe Midwest.
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lobal warming is a global  rics such as climate change mitigation is unclear. The more optimistic policy Limited, 4th floor, Harbour Placs, P.0, Bax 10240, Grand Cayman KY #1002, which hokis 100% af the representing
: : p < <o R capital siock quotes of Vindl Partners Investmentos Lida., and () Glberto SayBo da Siva, Braziian, klentiy car No.

problem. But the “’f’ﬂd' strategies, pollution, and the impact on experts think the tidying-up will mean 04.625:896-5, enrolled wit the GPFME under the No. 016.782:77%80, marmied, businessman, with domicile in Eng-
wide scope of the EU's lat-  biodiversity and ecosystems. groups whose only EU activity is issuing ma Unted Kingdom, and office at Kensington Pavilion, 96, Kensington High Street, London, nited Kingdom,
est climate change effort — It is a big ask across businesses, say securities get the same reprieve as those e e LT voirg c e
4 08.191,044-0, envobed with

to end the practice of

describing things as greener than they
are —is causingalarm on Wall Street.

The Corporate Sustainability Report-

ing Directive, agreed in principle with

little fanfare earlier this summer and
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Global scope of EU's greenwashing crackdown spooks Wall Street

institution said. One of his peers at
another large US bank described the
CSRD as one of the most pressing policy
issues on his plate, even as the EU fine-

tunes hundreds of pages of new capital tional i in Paris or A iy lhafﬂ"ﬂ‘w?% g . e ¥t |
rules this autumn, or Frankfurt. o, Gorseafrs: ) ot :;ld\nug Secutity Lides s Irkec iy campany iy :'lvganlmﬂ Ik nm existing In
The directive introduces mandatory The agreement in June will continue aczordance with the laws. of Brazil, enrolled with the CINPUIME under the No. 46.741.658/0001-08, headguartered at
s - Avenida Brigadeiro Faria Lima, . 2277, Ediicio Plaza Iguatemi Business Center, rooms Nos. 1401 and 1402, Jardim
audited corporate reporting on a vast togrind its way through the EU machin- Paulstano, Séo Pauko-SP, CEP 01452:000, which will ki 100°% of the representing corporate shares of Vinci Vida &

range of environmental, social and gov-

P B accordance rolled with the CNPUME ndcr“- No. 11073.01!
ernance impacts including emissions final plenary vote in the European par- Poscportord o Avorida Bawtunes Mive: b 230, pr. Latho. o o b 20 oo A0S Mt i
and internal risks and controls. On the liament. Banks are hoping to get a hear- hold 85% of the repr Vinei L (i) Vinei
an exempied duly organized and validly exsting in amxdnuvnmm-hwiclclymm

environmental side, they include met-

banks and their lobbyists, especially
‘when the terminology may not be com-
patible with other global work, and the
exact details of what they will have to
Teport at group level have not been
pinned down.

rules on foreign groups that list any
instrument in the EU’s markets, such as
a Japanese company issuing a small
bond that can only be sold to institu-
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ery in September, when there will be a

ingon claims that the most recent draft

offered to small and medium- sized
listed businesses. These have been
promised obligations that are “propor-
tionate to the capacities and resources
of SMEs . . . and relevant to the scale
and complexity of their activities.”

Previdéncia s.u el Sl i ey

duly organized and
51000104,

company limited by shares
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which holds 15% of
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due to come into force from next June, All big groups Reams of data about the But they pnvately admit that the
compels all “large” companies that could make the o o “ship h: ” on the: Titorial- R
operate in the EU or have listed securi-  same arguments, €ntire business must be ity, even if they are at odds with the The DEPFA BANK Plc Pension Scheme, & 7

tiesin the bloc to produce extensive new
reports on the effects of their business,
and of their parent companies, on the
environment.

“It’s deliberately global in applica-
tion,” said Chris McGarry, lawyer at
White Case. “That nbvinusly makes

but banks feel par-
ticularly aggrieved
by twoelements.
First, the reports
must capture the
effects of companies, and of groups they
do business with. Financial services

senseb global
issues. Andrew Hubbs of EY said that
the rules had become more ematern—
torial than the EU’s ori

* returns will have to capture
the activities of clients. But financial and
non-financial semces groups must

1 report on the are argu-

For abank such as Morgan Stanley or ~ ingthat their deadline should be later.
]PMurgan it means producing repom “There is genuine concern around lia-
prawl bility [for i information] par-

hesizeof

of regions and are many ti
their EU-based entities. Some bankers
say itis off-putting for clients. An Asian
company that lists a single debt instru-
ment in the EU will have to produce
reams of audited information about its
entire business. “The extraterritoriality

ticularly in the US . . around likely liti-
gation if they don’t have the availability
and reliability of data they need to be
able to make their own disclosures,
because they can’t get that from their
clients”, one lobbyist said.

The second bank-specific complaint

produced, with one expert
hitting at the ‘bonkers’
extraterritoriality

greater European project of creating
debt and equity markets as broad and
deep as those in the US. “You're going to
kill off European capital markets like
this,” the policy expert said. While there
might be an argument for uniform
information covering EU-listed equi-
ties, extending the requirement to all
securities would drive companies away.
The policy expert exp tha

pension scheme for employees of DEPFA Bank
Plc in the Republic of Ireland, is winding up.

SECTION 131A OF THE LABUAN COMPANIES
ACT, 1990

Nofice is

The Trustees of the scheme ritten
to all former plan members who have retained
& benefit within the scheme. Please contact
WTW, the scheme administrators, immediately
if you were a member of the scheme and have
not received any correspondence in recent
months. Contact details are as follows: Wind
up Team, Willis Towers Watson Housc, Elm
Park Business Campus, Merrion Road, Dublin
4. Tel: (01) 661 6211 and email: windup irl@

it
onlyuse the EU’s capital markets a little
not to use them at all. London may be
the beneficiary, since it offers a diverse
source of funding without incurring the
burden of the new rules. “This contra-
dicts thegoal for Capital Markets Union.
They know that,” the first banker said of
the stance Brussels is taking. “There’s
not much you can do on that
level . . . Climate tak
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Norway fund faces heightened cyber threat

Jump in attempted hacks
replaces market volatility
as entity’s biggest worry

ADRIENNE KLASA — LONDON
ROBIN WIGGLESWORTH — OSLO

Cyber security haseclipsed tumultuous
markets as the biggest concern for the
largest sovereign wealth fund as it faces
an average of three “serious” cyber
attacks each day.

The number of significant hacking
attempts against Norway’s $1.2tn oil
fund, Norges Bank Investment Manage-
ment, has doubled in the past two to
three years, according to its chief execu-
tive Nicolai Tangen.

The fund, which reported its biggest
half-year dollar loss last week, suffers

about 100,000 cyber attacks a year, of
which it classifies more than 1,000 as
serious, according to its top executives.

“I'm worried about cyber more than
1 am about markets,” Tangen said.
“We’re seeing many more attempts,
more attacks [that are] increasingly
sophisticated.”

The fund’s top executives are con-
cerned that concerted cyber attacks are
becoming a systemic risk as markets
become increasingly digitised.

Trond Grande, deputy chief execu-
tive, pointed to the 2020 attack on
Salarwinds, a software provider, by
Russian state-backed hackers that
allowed them to breach several US agen-
cies, including the Treasury and Penta-
gon, and a number of top companies
including Microsoft, Intel and Deloitte.

He said: “They estimate there were

1,000 Russians [involved] in that one
attack, working in a co-ordinated fash-
ion. I mean, Jesus, that’s our whole
building on one attack, so you're up
againstsome formidable forces there”
Cyber attacks targeting the financial
industry have risen sharply in recent
months. Malware attacks rose 11 per
cent in the first half, but doubled at

financial i accord-

money goesupaswell,” he said. A cyber
security expert who advises a different
sovereign wealth fund said that the
“threat landscape” for such groups was
“massive”.

He said: “When it comes to ran-
somware, about half of network intru-
sions are phishing attempts, and the
other half are remote-access attacks

ing to security specialist SonicWall.
Ransomware attacks fell 23 per cent but
increased 243 per cent against financial
‘targets in the same period.

Perpetrators can range from private
criminal groups to state-backed
hackers. Russia, China, Iran and
North Korea are the most active stabe
‘backers of cyber

You've also got
insider threats — someone with a USB
drive. And sometimes people with
accessare just bribed.”

In the financial industry the vulnera-
bilities of banks, bourses and infrastruc-
ture such as clearing houses have been
the main focus of security agencies,
such as the US’s twice-yearly cyber war

to Bill Conner, executive chair at Son-
icwall. “As sanctions go up, the need for

Quantum Dawn.

However, mvestment company exec-
utiv

wor-

ried about cyber security in recent
‘years, with some warning that the dan-
gers are under-appreciated and
‘bemoaning the rising costs of guarding
againstattacks.

In the Nordic region, the rising ten-
sions with Russia following its invasion
of Ukraine have heightened the risks in
the digital sphere. “With the financial
situation that Russia finds itself in and
as sanctions go up, the Nordics are part
of that” blocimposing penalties on Mos-
«cow, Conner said.

analysts hig asurge
of cyber attacks following Russia’s inva-
sion of Ukraine in a recent report, and
warned that “critical industries in the
US are on high alert, particularly the
energy and financial sectors”.
Additional reporting by George Steer
in London

Attempt to block cases from

New Mexico and Mississippi

branded alegal ‘mockery’

JAMIE SMYTH — NEW YORK

Johnson & Johnson used the “Texas
two-step” bankruptcy strategy to
halt 38,000 personal injury cases
claiming its talc-based baby powder
caused cancer.

Now the company wants to block
cases from two states that claim it mis-
d the safety of a

pmductltsnld for decades.

A New Jersey courtis settoday to con-
sider a request by a J&]J subsidiary to
stop New Mexico and Mississippi from
proceeding with their lawsuits against
the parent.

Legal experts say the decision could
set a precedent over whether and to
what extent businesses can use the
Chapter 11 process to manage lawsuits
alleging violations of state consumer
protection regulations.

Faced with a growing number of jury
awards against it in talc-related
personal injury cases, last year J&]J,
which has a market capitalisation of
almost $440bn, carved itself up into
separate entities and placed a subsidi-
ary holding all its talc liabilities, known
as LTL, mm banlcruptcy protection —

pE—

Healthcare. Talc claims

Johnson & Johnson tries to extend Texas two-step

ns BRI U

The husmess

tamt&d w1th cancer- causmg asbestos in

The states cases lnvolve similar fac-

‘“Thisisa

s

wand and prmclples nf federahsm van-
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Thoma Bravo
in $730mn deal
for location
data specialist

NIC FILDES — SYDNEY

Thoma Bravo has agreed its first Aus-
tralian acquisition after the board of
mapping company Nearmap recom-
mended a A$1.06bn ($730mn) takeo-
wver by the US private equity firm that
has been on a technology sector buying
spree,

The purchase is also the latest in a string
of deals for listed Australian companies
that has driven mergers and acquisition
activity to records, dispelling concerns
that rising interest rates and a
deteriorating global economic environ-
ment would slow the pace of takeover
activity.

The A$2.10 a share cash offer repre-
sents a67 per cent premium on the aver-
age Nearmap share price over the past
sixmonths.

Thoma Bravo, with $114bn of assets,
is one of the most active acquirers of
software companies.

The firm paid $12.3bn for email secu-
rity company Proofpoint last year, one
of the biggest tech deals of 2021, and
agreed to pay $10.7bn for data platform
provider Anaplan in March before nego-
tiating a reduction on the price over a
pay dispute.

Itisconsideringa £2.7bn takeover bid
for Darktrace, the UK cyber security
developer.

Nearmap was founded in Perth in
2007 and has become one of the largest
aerial imaging companies. The group

Itis the latest in a string of
moves for listed Australian
businesses that has driven
M&A activity to records

provides 11,000 government depart-
ments and private sector companies
with detailed cloud-based 3D images of
terrains in the Pacific and North Amer-
ica.

The company is expected to expand
in North America once the takeover is
complete.

Nearmap chief executive Rob
Newman said: “We expect the location
intelligence and aerial imaging
market in North America to undergo
change and consolidation over the next
few years, which will present organic
and inorganic opportunities for Near-
map.”

AJ Rohde, a senior partner at Thoma
Bravo who led Lhe deal, said: “We

b
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Once in bankru ptcy, the court
allowed the subsidiary to stay the
38,000 personal injury cases that have
been filed against J&] over talc.

Critics said thatit would deny litigants
a jury trial and pressure them to accept
settlements, while J&] says it has
helped it manage billions of dollars’
worth of legal claims. J&] has estab-
lished a $2bn trust to facilitate settle-
mentsinthose cases.

J&] has ceased sales of talc-based pow-
der in the Us and canada, and said
recently it would phase out worldwide
sales of its talc-based baby powder in
2023. It said its position — that the prod-
uct is safe and does not cause cancer —
hasnotchanged.

In addition to the personal injury
cases in bankruptcy court, some states
have sued, alleging the company mar-
keted and sold its talc to consumers
despite knowing it was sometimes

s Ceaseu sares
of talc-based
powder in the

Us and Canada
Justin SofvaryGeyImeges.
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Some 40 US states and the District of
Columbia are in talks with the LTL sub-
sidiary for a potential settlement of con-
sumer protection claims. Two others,
New Mexico and Mississippi, are seek-
ing to take their cases to trial in their
respective state courts.

LTL has asked the bankruptcy court
to issue an injunction preventing them
from doingso.

Allowing the litigation to move ahead
would interfere with the company’s
ability to resolve the personal injury
cases through the bankruptcy process
and undermine mediation efforts on
similar issues with the other states, the
company said.

“The continued pursuit of the state
actions is not an exercise of the states’
police power, but rather an effort to col-
lect fines and penalties for past conduct
from the debtor and other parties,” it
saidina filing.

personal injury claims, which represent
individuals who allegedly developed
cancer as a result of using J&Js talc-
based baby powder.

New Mexico and Mississippi are seek-
ing monetary damages and penalties, as
well as the ability to exercise state con-
sumer protection powers to prevent it
from resuming talcsales.

Both states oppose the request to put
their cases on hold, alleging that it
makes a “mockery” of bankruptcy law
and seeks to trample states’ right to
“exercise police and regulatory powers”,
according to court filings.

“This is a bridge too far in a case
already replete with questionable
manipulations of the bankruptcy code
by one of the wealthiest corporations on
earth,” the states wrote in the filing.

“[LTL] apparently believes ... the
bankruptcy code is the ultimate trump
card — the court can simply waive its

bridge too
far...by
one of the
wealthiest
corporations
on earth’

15U WILLE @ MIUUDIION-UULL EnuLy
contorts the ptcy code to shield
itself from the states’ constitutional and
statutory exercise of their police and
regulatory powers.”

Jared Ellias, a Harvard law professor,
said a decision against the states “would
bea pmuedent semng order” for com-

pro-
tection actions and hopmg to use the
bankruptcy system to block or stall
those cases.

Several companies facing asbestos-re-
lated claims, including Georgia-Pacific,
aUs unit of France-based Saint-Gobain
and Trane Technologies, have deployed
the same Texas two-step bankruptcy
scheme asJ&].

And last month 3M placed its Aearo
subsldmry 111(0 Chapter 11 in a bid to
fth ds of claims

UELEVE INCALITAD S MISIGULS 41€ 1L Cas-
ingly mission-critical to enterprises and
theuse cases rapidly evolving.”

This was evidenced by the
company’s “accelerating adoption
with blue-chip customers in North
America”

Nearmap shares rose just over 5 per
cent to A$2.07 yesterday following the
announcement that the deal had been
agreed, slightly below the offer price.
The stock traded at more than A$4 in
2019 but hasnot recovered to those lev-
els.

John Campbell, an analyst with bank
Jefferies, said that results last week from
Nearmap showed that the company was
confident of achieving positive cash flow
in fiscal 2024, which would have
strengthened Thoma Bravo’s resolve to
buy the busi

linked to allegedly defective earplugs.
Claimants are challenging 3M’s bank-
ruptcy in acase thatbegan yesterday.

“Whether any competing bidders
emerge is obviously a key unknown,” he
wroteinanote.

Technology

Sony PlayStation confronts £5bn lawsuit

JANE CROFT

Sony PlayStation is being sued for up to
£5bn over allegations that it breached
competition law by overcharging mil-
lions of its PlayStation customers.

The lawsuit has been lodged by con-
sumer rights champion Alex Neill in the
UK’s Competition Appeal Tribunal,
which hears antitrust claims and, if suc-
cessful, could lead to 8.9mn gamers
being compensated.

sony PlayStation is accused of abus-
ing its market dominant position to
impose unfair terms and conditions on
PlayStation game developers and pub-
lishers, which resulted in allegedl

add-on content on their console or via
the PlayStation store since August 2016
is included in the lawsuit and could be
eligible for compensation said to be
between £67 and £562 per person
excludinginterest.

The lawsuit is the latest collective
action to be filed at the Competition
Appeal Tribunal which is currently
experiencing a wave of US-style class
action lawsuits — antitrust complaints
filed on behalf of millions of consumers
— against large companies such as BT,
Appleand Qualcomm.

The CAT is able to hear such claims
after the 2015 Cnnsumer Rights Act
allowed coll its to be filed on

unfair prices for consumers each time
they bought digital games or in-game
content from the Playstation store.

“Playstation users have lost out dueto
this unlawful anti-competitive con-
duct,” the lawsuit claims, adding on a
preliminary estimate that customers’
aggregate losses suffered by the 8.9mn
proposed members of the class action
could be between £0.6bn and £5bn
excludinginterest.

According to the claim, anyone in the
UK who has purchased digital games or

Tuesday 23 August 2022

The claim is of abuse of dominant
position to impose unfair terms

behalf of consumers and businesses
over alleged breaches of competition
law. However each individual claim,
including the Sony case, must first be
certified by the CAT as eligible to pro-
ceed to trial.

‘The number of lawsuits filed at the
CAT has increased since a landmark
Supreme Courtruling in late 2020. This
allowed a £10bn lawslnt brought by
former financial d ‘Walter

Pharmaceuticals

Pfizer and BioNTech seek US green light on jab

JAMIE SMYTH — NEW YORK.

Pfizer and BioNTech have applied to
US regulatory authorities for emer-
gency authorisation of a Covid-19
vaccine specifically tailored to target
the most dominant strain of the Omi-
cron variant ahead of a nationwide
booster programme planned for the
autumn.

Merricks on behalf of 46.2mn people

Th ies said yesterday that they
had rapidly increased production of

against ompany
‘toproceed.

The increase in cases has been under-
pinned by cash-rich litigation funders
keen to back collective lawsuits in
return for aslice of any compensation.

The Sony lawsuit, which was filed on
Friday, is beingbacked by Woodsford, a
litigation funder.

Neill, chief executive of the Resolver
Group, a consumer technology organi-
sation, said: “Collective proceedings like
this are vital because they provide the
opportunity for us to hold large compa-
niestoaccountonbehalf of consumers.”

sony PlayStation has not yet
responded to the claim and has been
contacted for comment.

the newly developed shot targeting the
fast- spreading BA.4/BA.5 coronavirus
sub-variants, and stood ready to deliver
dmesﬁnmsapmm er.
could begin i
if regulators authorised the new
“bivalent” vaccine, which targets the
original Covid-19 strain and contains
the genetic code to tackle the now domi-
nantsub-variants, they said.

Last month the US Food and Drug
Administration asked vaccine makers
to tweak their shots to target the
BA.4/BA.5 sub-variants, which together
make up more than 90 per cent of
coronavirusinfections.

For the first time since the pandemic
began, the regulator told companies it

diatel
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might authorise the latest ion of

to develop, test and manu-

boosters without requiring clinical data
from tests on the new jab, to accelerate
distribution.

In contrast, EU regulators say they
want to review clinical data before
authorising the latest generation of
boosters.

Pfizer and German partner BioNTech
said their application followed FDA
guidance to include clinical data from

facture the updated shots with “unprec-
edented speed”.

He said: “Having rapidly scaled up
production, we are positioned to imme-
diatelybegin distribution of the bivalent
©Omicron BA.4/BA.5 boosters, if author-
ised, to help protect individuals and
families as we prepare for potential fall
and winter surges.”

US authorities are preparing a booster

The pair have rapidly
increased production
of the shot targeting
Covid sub-variants

p in a bid to strengthen
immunity levels among the public
ahead of the winter, when respiratory
viruses tend to spread rapidly as people
moveindoors.

But some health experts have ques-
tioned whether the jabs should be

the companies’ previous trials of a biva-
lent shot developed to target previous
Omicron sub variant BA.1. It also con-
tains pre-clinical trials on mice and
manufacturing data from the compa-
nies’ newjab.

Albert Bourla, chief executive of
Pfizer, said the agility of BioNTech/
Pfizer’s mRNA platform and their
extensive clinical experience with
Covid-19 vaccines had enabled the

pproved before clinical data demon-
strating their effectiveness at prevent-
ing people from developing Covid-19.

Eric Topol, founder and director of
the Scripps Research Translational
Institute, said that the companies
should provide evidence of a neutralis-
ing antibody response, which could be
generated easily and quickly.

Authorising the jabs “based only on
data from mice will diminish public
trust —thelast thing we need”, he said.
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Chips industry caught in Sino-US crossfire

Pressure grows to align with an increasingly hawkish Washington, which aims to check China’s advance as a tech force

CHRISTIAN DAVIES AND SONG JUNG-A
SEQUL

Last December, Korean semiconductor
company Magnachip reluctantly
announced the demise of its proposed
$1.4bn merger with Chinese private
equity firm Wise Road Capital.

Apart from its listing on the New York
Stock Exchange and a nominal corpo-
rate presence in Delaware, Magnachip
has nosubstantive operations —in man-
ufacturing, research & development or
sales —inthe Us.

That did not stop the Committee on
Foreign Investment in the United States.
(cfius), a body initially set up in the
1970s to screen purchase of US strategic
assets by Opec countries, from interven-
ingin the merger.

In a move that took the semiconduc-
tor sector by surprise, Cfius ruled that
the transaction posed a potential risk to
US national security, effectively killing
the deal and casting a chill over the
industry.

Cfius had been involved in traditional
security issues such as ports and infra-
structure, “yet it blocked the takeover
of this relatively small chip firm that
had hardly any US presence at all”, said
Chris Miller, assistant professor at Tufts
University and author of Chip War: The
Fight For The World’s Most Critical Tech-
nology. “That was a really important sig-
nal for the entire industry.”

The Magnachip case is an example of
how mounting US-China tensions are
affecting chipmakers, which are
increasingly being pressed to align with

What is dubbed by US
officials ‘friendshoring’ has

sparked increasingly vocal
opposition from Beijing

‘Wwashington as it seeks to counter
China’srise as a technological power.

The companies are vying for billions
of dollars in US grants through the
$280bn Chips and Sciences Act, and do
notwant to be caught out by restrictions
from an increasingly hawkish White
House.

The Financial Times renorted this

A facility in Incheon, South Korea, of
SK Hynix, which along with Samsung
Electronics is re-evaluating
investments in China — xinMin-tesisps

‘ Korean semiconductor exports |
$bn

h i d&

Toserd

process”.

The companles include US chip
design software providers Cadence,
Synopsys and Mentor Graphics, now
Siemens EDA, US equipment makers
Applied Materials and Lam Research,
and ASML in the Netherlands, which
makes the extreme ultraviolet lithogra-
phy tools needed to produce cutting-

~doa Nram memarv chins

their Dram plant; they are
more likely to convert it into a Nand
facility. But that is an area where they
and Samsung will face the stiffest local
competition.”

The dilemma for Korean and other
ishow heir pivot

away from China and towards the US

without provoking a backlash from
Beijing, which has grown increasingly
vocal in its opposition to what US offi-
cials describeas “friendshoring”.

An editorial last month in state-
owned China tabloid paper the

from commercial suicide. The US isnow
handing South Korea a knife and forcing
ittodoso.”

Yet Patel said China’s continued
dependence on chips and tech from for-
eign groups meant its leverage was lim-
ited. “Beijing needs these chip imports
for their own man industries.
‘What are they going to do, stop having
electronicsmanufactured inChina?”

He said Washington could increase
the pressure further by banning the
export of chipmaking equipment used
to manufacture advanced Nand mem-
ory chips to Chinese plants, including
those owned by foreign companies.
Samsung and SK Hynix both have Nand
memory chip plantsin China.

David Hanke, partner at Washington
law firm ArentFox Schiff, who advises
on China competition issues, said chip-
makers would be wise to heed the spirit
of the Chips Act and notjust the letter.

‘There will be a big optics
problem for those playing
it too close to the edge of
what the legislation allows’

“How much a company has been con-
tributing to China’s technological devel-
opment will be scrutinised,” said Hanke,
noting that grants to chipmakers would
be reviewed every two years by the US
department of commerce. “There will
be a big optics problem for companies
that play it too close to the edge of what

this legislation allows.”

He said companies should also con-
sider the possibility of Washington tak-
ing an even more hawkish turn in the
near future. Republicans are tipped to
recapture the House and possibly the
Senate in November'’s midterms.

“When it comes to circumventing US
regulations, China moves like water
around rocks. So it shouldn’t come as a
surprise if people on Capitol Hill start to
say in a year or two’s time that the

present k.

Global Times read: “Decoupling with
such a large market is of no difference

Additional reporting by Kathrin Hille
in Taipei

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F23&ts=20220822195326&uq=20220804103507
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e e e e e
month that Korean semiconductor
groups Samsung Electronics and SK
Hynix were re-evaluating their invest-
ments in China in response to “guard-
rails” in the legislation that prohibit
recipients of US federal funding from

ding or ding their adv d
chip capacityin China for 10 years.

Competitors including Taiwan’s
TSMC and US chipmakers Intel and
Micron, all of which have manufactur-
ing operations in China, are also under
pressure to boost domestic US produc-
tion while making it harder for Beijing
toobtainads d semi tech.

The pressure is likely to build as the
US attempts to rally allies South Korea,
Taiwan and Japan behind a “Fab 4 chip
alliance” designed to co-ordinate policy
on research & development, subsidies,
and supply chains.

Korean chipmakers, historically
reluctant to take sides in the tech rivalry
between the US and China, have acted as
a bellwether for the direction of the
semiconductor industry.

samsung and SK Hynix have boosted
investments in US production facilities
even as they remain heavily exposed to
the Chinese market. South Korea
exported $50bn of chips to China last
year, up 26 per cent from 2020 and
accounting for nearly 40 per cent of the
country’s chip exports, according to the
Korea International Trade Association.

But they share a near-total depend-
ence on a small number of US, Japanese
and European chip designersand equip-
ment makers for the tech required to
produce advanced chips, giving Wash-
ington leverage over what Miller
described as the “main choke points in
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“China has the market but the US has
the technology,” said Yeo Han-koo, who
‘was South Korea’s trade minister until
May. “Without technology, you have no
product. Without a market, at least you
can find a way to diversify and identify
alternatives.”

Neither Samsung nor SK Hynix,
‘which both specialise in Dram and Nand
memory chip production, manufacture
‘their most advanced semiconductors in
China.

China’s largest chipmaker, Semicon-
ductor Manufacturing International
Corp, announced last month thatit had
started shipping advanced 7-nanometre

i However, anal: id
that without access to the most sophisti-
cated equipment, SMIC would struggle
to close the gap with Samsung and
TSMC, which are big suppliers of 5nm
and 4nm chips.

A person close to TSMC, which domi-
nates the market for foundry chips, said
‘the US bill was unlikely to have a dra-
matic effect as the Taiwan government
already had restrictions on producing
advanced chipsin mainland China.

But Dylan Patel, chiefanalyst at Semi-
Analysis, said that US restrictions on
exporting cutting-edge equipment to
China would have an impact on Korean
memory chipmakers.

The share of their production in China
‘was “likely to reduce substantially over
time. It will be impossible for SK Hynix
to use EUV in China, and if they use
older technology, then their operations
will become uneconomical. So for them
and all the other leading chipmakers,
Dramin China s dead.

“That doesn’t mean that they will

Alrlines

BA to cut 10,000 flights from winter schedule

PHILIP GEORGIADIS
TRANSPORT CORRESPONDENT

British Airways is to cut more than
10,000 flights from its winter schedule,
in one of the clearest signs yet that air-
line bosses expect staff shortages and
disruption that have plagued the
industry to last into next year.

The cuts toshort-haul journeys amount
to 8 per cent of BA's flight schedules
between October and March, and come
after the airline was forced to slash its
summer flying plansto shore up its flag-
ging operations.

The airline has also axed hundreds of
long-haul flights.

The aviation industry cut thousands
of jobs during the pandemic, and com-
panies have struggled to rehire quickly
enough to meet resurgent demand for
flying this year.

John Holland-Kaye, chief ive of
London's Heathrow airport, has forecast
it will take 12-18 months for aviation to
fully recover capacity, while Qatar Air-
ways boss Akbar Al Baker has said the
sector faces a “couple of years” of supply
chain problems. These range from staff
shortages to delays in aircraft deliveries
from manufacturers and a lack of spare
parts.

By cancelling flights in advance, exec-
utives at BA hope to avoid the chaos and
disruption that occurred in the early
summer, when staff shortages led to
last-minute cancellations by airlines
and overcrowded airports.

Since then, the situation has signifi-
cantly improved, with cancellation
rates falling to historically normal levels
at the beginning of August after airlines
including BA cut back their schedules,
and busy airports moved to impose

unprecedented caps on num-

BA has also cut 629 more flights from
its summer schedule over the next two
months, in response to Heathrow air-
port’s decision to extend its cap on pas-
senger numbersto the end of October.

The airport imposed a limit of
100,000 departing passengers a day to
manage operational disruption during
‘the summer, extending it last week to
cover the busy October half-term school
holidays.

BA is the profit engine of its Spanish
parent company International Airlines
Group, which owns a stable of airlines
including Aer Lingus and Iberia.

The company last month forecast a
return to profit this year, despite the
problems at BA, but conceded the oper-
ational challenges in the UK had been

“acute”.
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Applied mathematics major

rewarded for bet on ailing
retailer Bed Bath & Beyound

ANTOINE GARA AND

MADISON DARBYSHIRE — NEW YORK
Atthe age of 18, Jake Freeman ran for US
president, collecting signatures, form-
ing a campaign committee and register-
ing his bid with the Federal Election
Commission.

“He wanted to be the youngest on the
ballot,” said Eray Sabuncu, a friend who
attended the same suburban New Jersey
high school and signed the 2020 elec-
tion filingin the capacity of treasurer. “T
didn’t know then thathe was goingtobe
famous.”

The presidential bid predictably went
nowhere, but Freeman, now 20, has
b of the youngest i
generate a nine-figure windfall by trad-
ing the meme stock frenzy. Last week,
the Financial Times reported that the
student of applied mathematics and
economics, who is studying at the Uni-
versity of Southern California, had crys-
tallised a $110mn gain after selling
shares of ailing retailer Bed Bath &
Beyond.

On Tuesday, Freeman sold his more
than 6 per cent stake in the retailer,
which operates cavernous stores stuffed
with household goods and gadgets, for
roughly $27 per share. He had amassed
itjust afew weeks earlier when the stock

Equities. Windfall

How a 20-year-old student made
$110mn riding the meme stock wave

Bed Bath, a one-time meme stock
favourite that had plummeted in value
amid a sales slide and cash crunch that
threatened its survival as a going con-
cern. “I noticed how with the right sort
of realigning of their debt, they could
really reduce their bankruptcy thesis,”
Freeman said.

The novel solution he proposed for
Bed Bath involved using the high volatil-
ity in its stock price to offer bondholders
adeal that would lighten its senior debt
load from $1.2bn to $500mn. The plan
hinged on the company offering stock
warrants and convertible notes to debt
holders in exchange for reducing the
company’s leverage. If the company
repaired its balance sheet and the share
price recovered, the warrants would go
upinvalue.

The unconventional suggestion was
similar toastrategy attempted by rental
car agency Hertz in 2020, which tried to
issue new shares after filing for bank-
ruptcy, a plan that was thwarted when
the US Securities and Exchange Com-
mission blocked the manoeuvre.

On July 20, Freeman disclosed his Bed
Bath investment in a securities filing,
attached to which was a nine-page letter
recommending the company urgently
pursue his proposed debt exchange.
‘Without such action, he believed Bed
Bathwould soon go bankrupt.

He then began discussing his invest-
'ment on Twitter, Reddit and a site called
GMEdd.com. “He wanted to articulate
his plan to retail investors,” said Rod

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F23&ts=20220822195326&uq=20220804103507
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wastradingbelow $5.50.

All pages from Financial Times (Asia), Tuesday, August 23, 2022
L — U ANEY N F AEERRRESSERA

Alzmann, acofounder of thesite.

“I originally was expecting it could
maybe go to $8 or $9 a share,” Freeman
told the FT on Wednesday as he W"amed
for the shuttle bus from Los Angel
port to the university campus. “T was
really shocked that it went up so fast.”

After building his stake in July, Free-
man wrote a letter to the company’s
directors suggesting that they use a
complex financial strategy that would
capitalise on the retailer’s status as a
meme stock to raise cash and cut its
existing debtload by more than half.

“I can leverage the mathematics side
to make statistically-driven plays,” he
said.

The FT report of Freeman’s windfall
on Wednesday set off a media storm,
with outlets the world over picking up
the story as social media sites lit up with
the news. But the tale of a university stu-
dent hitting the meme stock jackpot

On Twitter and Reddit, questions
abounded, from whether Freeman
really existed or was acting as a proxy
for someone else to how a young, ama-
teur investor could have made so much
money on a highly concentrated bet in
such ashort space of time.

Chief among the questions was how
he had raised $27mn of capital in the
first place through a vehicle registered
in the cowboy town of Sheridan, Wyo-
ming, a state that has become a magnet
for people setting up limited liability
companies because of its low taxes and
strictprivacyrules.

Freeman was no stranger to such
doubts. After disclosing his stake in July,
he was the subject of a sleuthing cam-
paign on Reddit, where traders tried to
find out his identity. “There were con-

Jake Freeman
suggested a way
for Bed Bath &
Beyond to
reduce its
leverage, but the
stock took off
before his plan
could be tested

FT Monfage/Christophir
Dits/Bloomberg

spiracy theories that ranged from I don’t
actually exist to I am a front for a Tai-
wanese amusement park,” he said.

But theresponse tonews hehad made
such a big gain was of a different magni-
tude. In an email on Friday, declining
further interview requests, Freeman
said he had been “overwhelmed” by the
hurricane of press coverage.

In interviews with Freeman’s class-
mates, mentors and teachers, a portrait
emerges of a precocious young adult

the schools are conspiring to transform
our young children into,” said Kapoor.
“Jake is a smart, sharp guy with a dense
set of neurons that can address any
problem without dogma.”

1t was Freeman's uncle, Scott, who
first introduced him to trading. A phar-
maceuticals executive who helped
found a publiclylisted company focused
on hallucinogens, he started making
investments with his nephew when Jake
was 13 years old. Their first wager was
worth $500. Over time, his parents gave
him more money. He described their

-the normal p:
his generation, who spent his teenage
summers interning at a itative
investment fund.

There is little doubt that Freeman is
who he says he is. Before publishing its
story, the FT asked for a copy of his driv-
ing licence, which had an address
matching the oneon his Bed Bath filings.
The registrar at USC confirmed that
Freeman was in his senior, or final year,
meaning hehas skipped a yearand is on
tracktofinish his degree early.

‘What is less clear is how Freeman
raised so much start-up capital. He
declined to disclose the names of his
investors, citing confidentiality agree-
ments, but said he had tapped friends,
family and other people inhis orbit.

Freeman has interned at New Jersey-
based Volaris Capital Management
under the mentorship of its founder
Vivek Kapoor, who said he was not
involved in the Bed Bath trade. The pair
have published two academic papers
examining complex theories on debt
defaults and options contracts. More
recently, they studied Latinised san-
skrittogether.

“He is not of the typical mould that

supportas

Raised in Summit, New Jersey, a
wealthy suburb populated by New York
City commuters, Freeman is described
by former high school classmates as

physics teacher. After his senior year
exams, Freeman took an additional
physics class with Morman on relativity.
“Hejust wanted to leam asmuch as pos-
sible from everyone.”

Morman recalls other students pep-
pering Freeman with questions about
investing. “If you asked him what is
buying on margin, how does this work
or what does that mean, he was always
wvery open and happy totalk,” he said.

Freemanstarted assembling the trade
that would make him famous this sum-
mer in the wake of a market rout that
had pummelled once-soaring meme
stocks such as AMC, GameStop and Bed
Bath. The value of these stocks has at
times soared thanks to retail traders,
many of whom frequent message
Reddit, even though the com-

Jake is a smart, sharp guy
with a dense set of neurons
that can address any
problem without dogma’

clever and mature for his age. “He was
always really smartand ambitious, even
in high school,” said Sabuncu, the friend
who signed the presidential filings.

The pair were part of a team that won
an entrepreneurship competition in
2020 for a project that used plant
enzymes to break down plastics in

panies have struggled financially.

By bidding the shares higher, these
day traders have managed to engineer
“short squeezes” on hedge funds that
wagered the stock prices would fall.
They revelled in the pain felt by profes-
sional investors and what they per-
ceived as a rare victory of Main Street
over Wall Street.

Freeman believed that the volatility
in these stocks — which was evident in
the price of options on the shares —
could be used as asurvival mechanism.

He began to search for an ailing
retailer to invest in, where the market

household waste. Freemanwasalsoina  had badly underestimated its odds of Our global
local robotics club that went to the  survival InJune, Freeman bought debts team gives you
world championships. in the pharmacy chain Rite Aid, but the market-moving

“What I remember about Jake is he  opportunity evaporated when the com- news and views,
was totally optimistic, very d pany. d atender offer that sent 24 hours a day
and willing to go his own way,” said Jer-  its bondsand stock soaring.

emy Morman, Freeman’s high school

Freeman then turned his attention to

In August, Bed Bath shares started
soaring following renewed momentum
on Reddit, where moderators of the
‘WallStreetBets channel had lifted a ban
on discussing the stock. It catalysed a
furious rally in Bed Bath shares that
Freeman said caught him off guard.
“[People] were really hyping it up on.
‘WallStreetBets, which just led to more
and more fear of missing out,” he said.

At the start of last week, the shares
climbed higher still after Ryan Cohen,
the chair of GameStop and a meme
stock figurehead, filed documents with
the SEC on Monday detailing a previ-
ous purchase in February and March of
a large number of call options in Bed
Bath — derivatives that can deliver a
windfall if a stock rises invalue.

Freeman decided that the rally had
pushed Bed Bath’s shares far beyond
their intrinsic value and liquidated his
entire stake. His timing was fortunate.
The following day, Cohen disclosed
plans to also sell his holding of roughly
12 per cent, and the shares plunged. By
the end of the week they were worth just
$11. Freeman saysthat he has neverspo-
ken to Cohen, although he did send him
an email once that went unanswered.
Cohen declined to comment.

Freeman’s exit from the Bed Bath
shareholder register means that his
piece of complex financial engineering
will go untested. He hit the meme stock
jackpot not because of his smart idea,
but by followinga much simpler invest-
ment maxinx: buy low, sell high.

“I thought this was going to be a six-
months-plus play,” he told the FT last
week, adding that the trade had
“worked out well for me and the people
who trusted me”.

Currencies

Euro hits lowest level in two decades as
gas prices surge over supply concerns

DAVID SHEPPARD AND ADAM SAMSON

The euro dropped to its lowest level
since 2002 yesterday as a surge in gas
prices heightened worries over the
region’s economy.

Europe’s commeon currency slid as
much as 1 per cent to as low as $0.9934,
leaving it as one of the worst performers
amongbig currencies onthe day.

The fall came as the benchmark TTF
gas price in Europe rallied more than 10
per cent to a high of €292.50 per mega-
watt hour ($85 per million British ther-
mal units), before easing slightly to
€278, leaving it on course to notch upits
highest closing price on record. In the
UK, gas prices for next-day delivery
surged asmuch as 33 per cent to £4.80a
therm ($57 per million BTU).

The rise in European TTF prices to
more than 14 times their average of the
past decade could hit industrial produc-
tion in mainland Europe and push the
region into recession, traders and econ-
omists have said.

Widespread fears of shortages this
winter have led gas users to try tolockin
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supplies, pushing up prices even as fears
of asevere economic slowdown grow.

The euro initially breached parity
with the Us dollar in july, but had
rebounded. The latest fall reflects both
concerns about the energy crisis and
also a broad rise in the dollar turbo-
charged by expectations that the US
Federal Reserve will raise interest rates
much more aggressively than the Euro-
pean Central Bank.

“The end of summer sees the euro
back under pressure, partly because the

prom’s
has sparked fears of along shutdown

dollar is [rising] and partly because the
Damoclean sword hanging over the
European economy isn’t going away,”
said Kit Juckes from Société Générale.
The latest surge in gas prices was trig-
gered by an announcement by Russia’s
state-backed gas monopoly late on Fri-
day that it was planning maintenance
on the Nord Stream 1 pipeline to Ger-
many early next month, traderssaid.
Gazprom has already cut capacity on
‘the line to just 20 per cent of normal lev-
els, triggering a more than doubling in
gas prices in mainland Europe since
June, with European officials accusing
Moscow of “weaponising” supplies fol-
lowingthe invasion of Ukraine.
There are fears that any maintenance
could be used as a pretext for a pro-
longed shutdown of the line, with Mos-
cow having blamed the capacity reduc-
tion on western sanctions interrupting
itsnormal maintenance schedule.
“There are some in the market who
expect flows on Nord Stream 1 to not
return after the September mainte-
nance,” said James Waddell at Energy
Aspects.

Property

China slashes 5-year mortgage rate
to ease burden on debt-laden sector

HUDSON LOCKETT — HONG KONG

«China has slashed its mortgage lending
rate for the second time this year as the
country’s central bank seeks to limit
the fallout from a liquidity crisis in the
property sector.

The five-year loan prime rate was low-
ered to 4.3 per cent from 4.45 per cent
yesterday, exceeding the median fore-
cast from economists polled by Bloomb-
erg and equalling a rate cut in May that
was thelargest onrecord.

The reduction in the benchmark loan
prime rate will cut borrowing costs on
new mortgages nationwide and boost

’s debt-laden real estate sec-
tor, which acooums for almost a third of
annual economic output.

The LPR is based on the rates offered
by domestic and foreign lenders to their
best customers in mainland China, but
is subject to various channels of influ-
ence from the People’s Bank of China.
These include unofficial guidance and
the central bank’s so-called medium-
term lending facility rates, which serve
as floors for lending benchmarks. The
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one-year LPR, which is also based on
Chinese lending rates and primarily
used to price corporate loans, was cut to
3.65per cent from 3.7 per cent.

The larger than expected cut to the
benchmark mortgage rate helped bol-
ster the Hang Seng Mainland Properties
index in Hong Kong, which rose 1.4 per
cent yesterday. Butit did little to boost
‘wider markets, with the benchmark CsI

It showed the central
bank was ‘particularly
concerned about problems

faced by Chinese developers, many of
which are struggling to finish incom-
plete “pre-sold” homes for which down-
payments have already been received.

“So far, lower mortgage rates haven’t
translated into higher property sales
due tolack of confidence in large devel-
opers and the pre-sales model,” said
David Chao at Invesco. “Policymakers
may need toimplement more non-tra-
ditional measures or even some kind of
intervention in order to restore faith in
the property market.”

Last week, Country Garden, the coun-
try’s largest real estate group by sales,
estimated first-half profits fell as much

inthe housing market’ as 70 per cent, in the latest sign that a
once limited to high- nsk

300 index of i- and Shenzh lopers such as China

listed stocks upjust 0.7 per cent. had spread tothe rest of the industry.

Analysts at Capital Economics said
the cut to the five-year LPR would not
affect most outstanding mortgage rates
until next year, but the move suggested
the PBoC was pamaularly concerned

Strategists warned the rate cut wa:s
unlikely to address a crisis of confidence

Analysts said the central bank was
likely to cut the five-year LPR at least
once more this year. “When the market
sees progress in the construction of
uncompleted projects, we may see an
improvement in home buying senti-
ment and home prices should stabilise,”
said Iris Yang at ING.

COMPANIES & MARKETS

The day in the markets

What you need to know

® Fear of hawkish Fed hits US and
European shares

® Euro’s value slips below dollar
» China stocks bounce on rate cut

US and European stocks slid yesterday as
the outlook for large global economies
darkened, with tech shares hit hard by
fears the Federal Reserve will adopt a
hawkish tone at a central bank summit
this week.

Wall Street's fech-focused Nasdaq
Composite gauge fell more than 2 per
cent, with streaming company Netflix
dropping more than & per cent.

‘Amazon, Tesla and semiconductor
group Nvidia also lost about 3 per cent, as
concerns mounted over higher interest
rates reducing the value of future cash
flows and earnings.

“The Nasdag is the epicentre of
interest rafes uncertainty in the stock
markets,” said Julian Howard, lead
Investment director at GAM. “[The Fed] Is
talking up hawkishness, which is making
the market quite nervous. The job isn't
done [on inflation].”

Wall Street's broad S&P 500 index was.
down 1.6 per cent by late moming in New
York, after snapping a four-week winning
streak on Friday.

Market gyrations in the US in recent
weeks have been propelled by hedge
funds closing out bearish bets and
traders warned that the recent expiration
of a large block of options on Friday could

‘ Euro falls back to dollar parity
€per$

Congress should
reconsider US tax
onshare buybacks

Charley Ellis

Markets Insight
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two decades. Worries over possible
Russian energy supply cuts led European
gas and power prices fo surge, adding to
fears the confinent could see a recession.

The regional Stoxx Europe 600 equity
gauge closed 1 per cent lower, with
Germany's Dax down 2.3 per cent.

The growing sense of gloom comes
ahead of the Fed's annual gathering in
Jackson Hole, Wyoming, which the central

The dollar added 09 per cent and has
climbed almost 3 per cent this month
against a basket of currencies, nearing
‘the two-decade high it reached in July.

Many invesfors have questioned the
durability of the recent global rally in
stocks given powerful headwinds.

Mainland China shares bounced affer
‘the People's Bank of China slashed its
mortgage lending rate for the second

urprisingly, prominent peo-

ple in government and the

media continue to express

concern, even alarm, over

public corporations repur-
chasing their shares on the open mar-
ket.

‘While almost anything can be done in
the wrong way for the wrong reasons,
share repurchases have much to recom-
mend them and should be encouraged
as a superb discipline in corporate

e

Times change. A century ago, only
tangible assets were thought an appro-
priate basis for evaluating public com-
panies. Then, earning power was recog-
nised as a senslble baslsfnr puhllc share

hasSears
Roebuck became market leaders. The
Depression and second world war made
capital tight and norms got established,
including treasuring equity capital.

The discipline of corporate strategy is
to maximise returns on limited

Assume the business has been skilfully
optimised and there are no major
opportunities to invest? When Warren
Buffett was asked why he was so suc-
cessful as an investor, his answer was:
“I'm rational.” That is well worth con-
templating in this context.

Sure, it’s rational to reduce debt to a
comfortable level. It makes no sense to
burden a business with too much debt,
just as it makes no sense to get sloppy
‘with capital expenditures.

Corporate strategy should aimto opti-
mise risk and reward. Financial strategy
should strive to optimise both the mix
and the magnitude of capital. When

At 1 per cent on buybacks,
the tax it is too small to
change any sensible
corporate decision

justified by business conditions. So,
what did they do? They put the money
where it would do most good for their
owners: they repurchased stock to
maintain good governance discipline in
thestructure of their corporate capital.
While some may laugh and say there’s
no direct connection, many might won-
der whether the new tax on share repur-
chases was driven or “justified” by con-
gressional spite. The tax — bundled into
aclimate, tax and healthcare bill known
as the Inflation Reduction Act —is the
second illustration of the dangers of leg-
islative dabbling. At 1 per cent on buy-
backs, itis too small to change any sensi-
ble corporate decision. Business choices
are seldom so elegant that a 1 per cent
tax on a capital decision would make the
difference between go and no go.
Meanwhile, more and more corpora-
tions will continue to optimise the mix
of debt and equity in their capital struc-
tures, particularly those that increase
their earnings each year largely through

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F23&ts=20220822195326&uq=20220804103507
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amplify volafility in the days ahead.
In currencies, the euro dropped almost
1 per cent against the dollar fo $0.994,

bank offen uses fo make big policy
announcements. Fed chief Jay Powell is
expected fo signal it will continue
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time this year, in an effort fo support ifts
debt-laden real estate sector. The CSI
300 gauge of Shanghai and shenzhen-

slipping below 1 after hitting parity with aggressively to increase interest rates as listed stocks closed up 0.7 per cent.
the greenback in July for the first fime in it battles elevated inflation. lan Johnston and Eric Platt
Markets update
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Takeover target Signify Health surged Denmark’s Scandinavian Tobacco dived Theatre chain Cineworld, which

following a report that a bidding war had
broken out for the healthcare platform.
The Wall Street Journal said refailer
Amazon, healthcare group UnitedHealth
and “another corporate buyer” had joined
pharmacy CVS Health in weighing bids.
There was no guarantee a deal would
be struck but the Journal reported earlier
this year that Signify was “exploring
strategic alternatives including a sale”.
The Bed Bath & Beyond sell-off,
triggered when a big investor offloaded
his stake, continued. Sentfiment soured
further when Bloomberg reported
suppliers were restricfing or pausing
shipments because the home furnishing
retailer had fallen “behind on payments”.
Regulatory developments sent Minerva

after acknowledging that its most recent
results were “disappointing and below
our expecfation”

For the second quarter, the cigars and
pipe tobacco maker delivered core profit
before special items of DKrs44mn
(§73.2mn) — short of the Refinitiv-
compiled estimate of DKr&19.5mn.

It also cut full-year guidance for
organic core profits owing to a “lack of
improvement in the productivity of our
supply chain™.

The group said ifs production backlog
was “nof being reduced as planned” and
while it expected improvements during
the second half of the year, the delay
would “impact full-year costs negatively”.

Luxembourg-based consumer goods

soaring. The
group said it had submitted a drug
application to the Food and Drug
for ifs

B&S sank after revealing its
margins were squeezed in the first half.
This was because of “supply chain

and product scarcity”, said

schizophrenia freatment.

Fintech group Computer Services
surged on news it was being bought by
private firms C

Tako de Haan, chief execufive.
A core profit margin of 41 per cenf was
down from 4.8 per cent (excluding a one-

and Bridgeport for $58 per share — a
53 per cent premium on Friday’s closing
price.

Upon completion of the all-cash
transaction, which valued the group at
$1.6bn, Computer Services would go
private. Ray Douglas

off for the same period in 2021.
‘German utility Uniper, under pressure
following a large reduction in gas
deliveries from Russia, slid on news of
further disruption to supplies. Russian
state-owned menopoly Gazprom said on
Friday it would shut ifs gas deliveries fo
Europe for three days. Ray Douglas

plummeted on Friday following reports it
‘was preparing to file for bankruptcy, sank
again after confirming the news.

‘Among the options it was considering
as parf of a restructuring was “a possible
voluntary Chapter 11filing in the US and
associated ancillary proceedings in other
Jurisdictions”, said Cineworld.

Russ Mould, investment director at AJ
Bell, said the group’s problems stemmed
“from an overly aggressive growth
strategy which relied on using huge
amounts of debt fo buy US chain Regal”

This made Cineworld the world's
second-largest cinema chain, “but bigger
isn't necessarily better and the pandemic
swiftly exposed the company’s strained
balance sheet”, added Mould.

Cambridge’s CyanConnode, which
specialises in smart mesh networks,
surged on announcing that its Indian
subsidiary had received ifs largest ever
order.

John Cronin, executive chair, said: “This
single order will almost double the
number of modules we have deployed in
India fo date”.

More new business sent Open Orphan
rallying. The group, which tests infectious
and respiratory disease products, said its
subsidiary had signed a £10.4mn confract
with an unnamed “top-five global
pharmaceutical client”. Ray Douglas

‘That’s why, duri i 1| i isdrivenby fac-
candy bar makers changed their prod-  t than capital, i ing num-
ucts to maximise returns on their lim-  bers of corporations will generate more
ited resource: sugar. For most corpora-  capital than needed in the business.

tions in the 20th century, equity capital
was their strategically limited and limit-
ing resource. But with the growing
importance of intangibles like brands,
patents or technologies, more corpora-

Then the question is whether to
return capital to owners via dividends
or share repurchases. The latter are, of
«course, much more flexible and less
subject to tax. No wonder they have

tions are not limited by ital

One way to deploy capital effectively
is to develop new orimproved products,
or new markets, or make astute acquisi-
tions. Of course, as we all learned during
the era of conglomerates, many acquisi-
tions — if nota majority — destroy value,
so caution is advised. The same with
new products and new markets. Build-
ingbetter businessesis not easy!

So, what should a great leader do?

popular.

In the US, there has been an amusing
two-part illustration of the old rule that
legislatures should aveid dabbling in
corporate management. The first came
a few years ago when Congress passed a
corporate tax cut. Contrary to Con-
gress’s expectations, most companies
did not make increased capital expendi-
tures. They were already making all the
investments in plant and equipment

marketing and technelogy, which are
notcapital intensive.

Apple —arguably America’s most suc-
cessful company — is also one of the
most active in share repurchases. it has
bought back more than $500bn of
shares in the past decade. The correla-
tionis strongand, I believe, instructive.

Congress should reconsider the tax,
particularly in the national interest of
making US companies more competi-
tive. Appropriate discipline in one area
correlates with good discipline in other
areas of corporate management and
should be encouraged to keep America
competitive.

Charley Ellis is founder of Greenwich Asso-
ciates, an author of 19 books and a former
board member of Vanguard
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if cutting your
budget was
a good idea

Brands can help in a cost of living crisis by cutting their

marketing budgets. Wrong. We have more than 40 years

of evidence that a short-term reaction is never as effective
~term investment. For brands or the economy as
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ARTS

Club culture lights up the park

Kraftwerk/The Chemical Brothers -

CLASSICAL MUSIC

BBC Proms
Royal Albert Hall, London

drew the large hall into the soft,
sweet spell of “Et incarnatus”
and “Benedictus”, suspending
Smyth’s high-lying lines like shin-
ing gossamer. Robert Murray,
tenor, sang glowingly but strenu-

Alastair Macaulay ously; his finest moment came in

the calm hush with which he sang
The Proms of Friday and Saturday  the final “Dona nebis pacem™ of
evenings, both choral events, the Agnus Dei. The mezzo Bethan
were slightly offbeat. Friday’scon-  Langford brought eloquence to
cert, with Sofi Teannin conducting  lines that probably call for greater
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All Points East, Victoria Park, London
L

Arwa Haider

Kraftwerk are established nightlife
icons, and watching the German elec-
tronic music pioneers emerge before
sunset in Victoria Park felt rather sur-
real. This was a long-awaited appear-
ance; the quartet’s London date was
originally scheduled for 2020, around
the time when their creative legacy
was being explored in an excellent
exhibition at London’s Design Museum,
Electronic: From Kraftwerk to the
Chemical Brothers. Now the two acts
were heavyweight co-headliners at the
multi-stage All Points East presents
Field Day festival.

While Kraftwerk’s catalogue stretches
back to the early 1970s, their club cul-
ture status (influencing genres from
electro to synth-pop to techno) has
informed their music since the 1990s,
accompanied by an increasingly sleek
visual aesthetic. They commenced this
live set with the digital funk blitz of
“Numbers/Computer World”, before
cruising through further seminal
anthems: the commanding vocoder of
“The Man Machine”; the hypnotic
sashay of “The Model”; a tense burst of
“Radioactivity”. Kraftwerk’s musical
motifs are unmistakable, and their crisp
3D projections have for years been
showcased in concerts and galleries
around the globe (including MoMA and
Tate Modern), yet they retained a scin-
tillating energy here, entrancing young
revellersand older fans alike.

The festival setting brought highs and
lows. Field Day’s bill was superbly pro-
grammed overall, with multi-genre
standouts including London rave’s
rising star Jasper Tygner, Detroit
techno-soul dons Carl Craigand Moody-
mann, and “K-house” Dj/producer
Peggy Gou. However, the event was
marred by shaky sound (Kraftwerk’s
opening tracks had to compete with

All pages from Financial Times (Asia), Tuesday, August 23, 2022

on-site fairground noise) and careless
attendees who littered the ground with
detritus, including 3D specs wrappers.
The only answer was to grit your teeth
and keep dancing; this music deserved
full focus.

Kraftwerk have often assumed
automaton guises, and proto-techno
groove “The Robots”™ was a precision
‘banger here. Yet a very human charm
prevailed when co-founder Ralf Hiitter
(who turned 76 on Saturday) left his

Top: The Chemical Brothers at
All points East. Above: Kraftwerk’s
Ralf Hiitter — simbyson/ceny

tech podium to wave “auf Wiedersehen”
tothe cheeringthrong.

Lasers gleamed through the now dark
sky, urging the crowds towards The
Chemical Brothers’ stage. The Grammy-
‘winning British duo (Tom Rowlands
and Ed Simons) also qualify as club
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culture elders, despite being considera-
bly younger and more frenetic than
Kraftwerk. Their set took flight with the
explosive “Block Rockin’ Beats” (a
crossover hit in 1997) and covered
catchy hooks from across their nine
albums (most recently, 2019's No Geog-
raphy). Again, the sound quality was
variable, but this didn’t quell the audi-
ence euphoria; “Hey Boy Hey Girl™s
refrain prompted a mass chant-along:
“Superstar DJs, here we go!”

Like Kraftwerk, The Chemical Broth-
ers have been both a precursor to com-
mercial EDM and a refreshing antidote
to it; they maintain massive main-
stream appeal alongside an avant garde
edge. Although their records often fea-
ture high-profile guests such as US hip-
hop hero Q-Tip and Scandi-pop singer
Aurora, their live shows centre on the
hyper-surreal digital art of their long-
time collaborators Smith & Lyall rather
than live vocalists. Each tune here fea-
tured gorgeous yet unnerving big-
screen visuals, ranging from sci-fi com-
bat (for “Eve of Destruction”) to amor-
phous dancersin perpetual motion.

The air of clubbing abandon could
only go so far at an event with a strict
11pm curfew. The Chemical Brothers
accelerated through their material: “Do
It Again” was frustratingly rushed,
though there was a joyous blend of “Star
Guitar” with New Order’s classic
“Temptation”. The closing blast of “Gal-
vanize” didn’t feel like the end. The
night wassstill young and these rhythms
were timeless.

allpointseastfestival.com

the BBC Singers and the English
Concert, was Solomon, which is
nobody’s favourite Handel orato-
rio, even though every moment of
it is very fine. Saturday’s, with
Sakari Oramo conducting the
BBC Symphony Chorus and BBC
Symphony Orchestra, began with
Debussy’s Nocturnes, which is
only choral in the last of its three
sections — and is wordless then —
and went on to the Mass in D
Major of Ethel Smyth, who,
though never wholly forgotten,

has long been by

contralto depth; bass BoZidar
Smiljani¢’s warmly authoritative
line made many wish his part
waslarger.

As played by Oramo and the
BBC Symphony on Saturday,
Debussy’s three Nocturnes
(1897-99) seemed misnomers:
wonderfully full of daylight with
1o loss of musical impressionism.
These are very separate works:
Nuages (Clouds) is serene, often
suspending time, here summery;
Fétes is energetic, excited, full of

virtue of her gender. The Handel
had its premiere in 1749; the
Debussy and Smyth — utterly dis-
similar — are both compositions of
the 1890s.

Smyth’s Mass was being given in
the Royal Albert Hall, where it pre-
miered in 1893, though this wasits
Proms debut. Its opening Kyrie,
starting with a quietly winding
descent for the basses, introduces,
group by group in accumulation,
the four main sections of the choir,
and opens up the intensely expres-
sive imagination of Smyth'’s con-
ception. Atevery point, you feel an
interpretative, contemplative,
assured mind powerfully at work.

1t’s a mind that keeps moving
through multiple meanings within
the Mass; Oramo’s great achieve-
mentis inshowing asense of archi-
tectural purpose within music that
keeps moving, sometimes fast,
between mystery and exaltation,
rapture and force. Smyth has a
striking range of vocal-orchestral
combinations, not least when the
high women’svoicesinthe Sanctus
are accompanied by low brass. A
fascinatingly multi-faceted work.

The soprane Nardus Williams

joyous cer Sirénes is a
magically mysterious seascape.
Sk

The musical progression of
Handel’s Solomon has little to
do with narrative drama. The
score passes its account of the wise
ruler, marvellously, through
changes of light and mood that
show Handel’s mastery. We're
never on the edge of our seats;
we're never bored. Iestyn Davies
(Solomen) and Anna Dennis (his
Queen, and the first harlot) pro-
duced exquisite, exemplary vocal-
ism amid which very few words
could be heard.

Although wallis Giunta (chang-
ing dresses between her vehe-
ment, glamorous second harlot
and her gorgeously regal Sheba)
and Benjamin Hulett (Zadok)
were not more mellifluous, but
made stronger impressions by
‘making their words register.

still, sofi Jeannin’s account was
a Solomon more for St Martin-
in-the-Fields than for the Albert
Hall; and the singing of the BBC
Singers was lovely rather than
ccommunicative. Aok

bbc.co.uk/proms

MezzZo-Soprano
‘Wallis Giunta
sings Handel’s
‘solomon’ at
the Royal
Albert Hall

Chis Chiisiodouiou

Electronic dancers seek a connection

An experimental project on
the theme of loneliness aims to
combine robotics and dance.
Louise Levene reports

he three robots due to co-
starin Neon Dance’s Prehen-
sion Blooms are something
of awork in progress. Tothe
untrained eye (mine) they
arelittle more thana daisy chain of plas-
tic sharks’ teeth, a pack of AA batteries
and a tangle of wire. All three would fit
comfortably inside a large shoe box.
They look as though they might need
defusing; they don’t (yet) look like key
elementsinadance performance.

The project, on the theme of loneli-
ness, began life when dancemaker
Adrienne Hart was in Japan as part of
the Setouchi Triennial, which seeks to
bring art and art lovers to the beautiful
but depopulated islands of Japan's
inland sea. “They are really trying to
reverse the destiny of some of these
locations — young people leaving the
towns and going to the major cities,”
says Hart. The production, part-funded
by the triennial, will be performed in the
small coastal town of Tadotsu in

ber after a UK tour in Septemb

Hemma Philamore from Bristol Robot-
ics Lab,” Hart continues. “How can we
create a companion species that will
help us connect better to others? These
[Prehension robots] have a little camera
on board that can detect and read peo-
ple’s hands. They can also be tele-oper-
ated. People who can’t attend a live per-
formance can operate a robot through a
very simple Zoom-like scenario.

“They will perform in sand, so we've
been looking at different designs
inspired by nature and we’ve got a
turtle-like design. A sand painting
emerges — beautiful patterns. It leaves a
traceof itself.”

The three robots will be tracking and
following Fukiko Takase and Travis
Clausen-Knight. Both dancers are used
‘tosharing a dressing room with machin-
ery, having performed in Wayne McGre-
gor’s +/- Human at London’s Round-
house in 2017 with a flock of balloons
powered by tiny drones. When one of
these failed during a performance,
Clausen-Knight had to improvise: “It

and T had to take it off.” He mimes
cradling the dead balloon. “People
thought it was part of the performance.
1t’s the same with this robot: theres a
sentience to it and you start to get very
attached toitasif it were a pet.” (He has
named his “Leon”.)

The team have yet to decide on a
3D-printed casing, conscious that col-
our, shape and texture will have a
major impact on how the scuttling crea-
tures are perceived. “People react in dif-
ferent ways,” says Philamore. “Some,
like Travis, find them cute. Some will
bedisturbed.”

When I ask how the mix of mammal
and machine will match up against, say,
my cat riding the robot vacuum cleaner,
both Hart and the engineers are united
in their belief in the collaboration:
“Working with people from different
disciplines to create something you
couldn't create alone”.

Touring to Bristol and London,

ber 28-October 21, dance.org;

‘was, like, dying and it wouldn’t re-boot

and October.

Japan’s ageing population and its
enduring fascination with technology
have already led to the development of
companion robots, but Hart wanted
something more original: “There’s alot
of stuff utilising what already exists in
the robotics industry and interacting
with it, which is . . . interesting,” she
says; but a bespoke design offers far
more scope.

“I started a conversation with

* FINANCIAL TIMES
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The extended influence of buyout groups on American industry has sparked closer scrutiny of the
business by antitrust officials, marking what some see as a more aggressive competition policy.
By Stefania Palma and James Fontanella-Khan

Imeost 60 years ago the US

Department of Justice

argued before the Supreme

Court that two large gro-

cery store chains in Los
Angeles should not be allowed to merge.
The government argued that the liveli-
hood of ordinary Americans was at risk
and that the case was a chance to seta
legal precedent to pre-empt market sat-
uration.

The 1966 case was not about proving
existing concentration. It was about
showing that the industry was begin-
ning to “turn the corner to oligopoly”.
The tie-up between Von’s Grocery Com-
pany and Shopping Bag Food Stores
would have dealt the final blow, authori-
ties argued. “You can't force the govern-
ment to wait in intervening in a merger
movement until the market has ceased
to be competitive,” said the DoJ, which
ultimately won the case.

More than half a century later the
antitrust landscape is emerging from
years of more lenient policy. And US
judges could soon hear similar argu-
ments again as antitrust agencies under
the Biden administration seek to crack
down on private equity to prevent it
from “rolling up” vast chunks of Ameri-
canbusiness.

since the 1980s, when private equity
groups shattered the stuffy wall Street
consensus with their “Barbarians at the
Gate” approach to buyouts, they have
taken control of large swaths of the US
economy, deploying trillions of dollars
across sectors from healthcare and
housing to manufacturing and the food
industry. As their dealmaking has
grown more freneticand their portfolios
have swollen, their influence on US
industryhas: neverbeengrenm

This outsized role in almost every
facet of American commerce coupled
with a clubbier spirit of co-operation
among buyout houses that were once
arch rivals has caught Washington's
attention, with a new generation of anti-
trust officials setting their sights on
what they see as blatantly anti-competi-

To curb corporate power, US presi-
dent Joe Biden has picked Jonathan
Kanter to head the DoJ’s antitrust unit;
Lina Khan tolead the US Federal Trade
Commission; and Tim Wu to advise the
‘White House on competition policy. It
means the most powerful antitrust offi-
cials in the US — the top enforcer, regu-
lator and a special presidential aide —
now share similar philosophies on anti-
competitive conduct.

They are set to test competition laws
for the first time in decades, seeking
new readings or interpretations of stat-
utes that were written many years
before the advent of Americas first pri-
wvate equity firms in the wake of the sec-
ond world war.

These groups came of age in the 1980s
asaband of young and aggressive finan-
ciers took over large companies thanks
to the availability of caxh triggered by
the junk bond boom. Private equity
firms have grown into vast diversified
investment groups — ranging from buy-
out arms to credit units acting as
shadow banks — le the con-
glomerates they once tore apart.

The private equity industry holds
almost $10tn in assets under manage-
ment, accordingtoa McKinsey study.

“Private equity has changed the way
the world does business,” Kanter, who
joined the DoJ in November, told the
Financial Times earlier this year. “It
changed the way companies are run and
boughtand sold.”

In 2021, private equity firms
announced a record $1.2tn worth of
deals. So far this year, private equity
dealmaking represented 25 per cent of
all transactions, an all-time high,
accordingto Refinitiv data.

“They’re sitting on huge piles of cash
50 even as we see some uncertainty hit
the dealmaking space . . . we can imag-
ine private equity continuing to [be
active],” Khan, who joined the FTC in
June2021, told the FT in May.

‘Anew thread oflaw”

The pledge to crack down on buyout
groups could usher in one of the biggest
shifts in the history of US competition
policy, say antitrust experts.

Targeting private equity firms as deal
sponsors would be “new territory”, says
Charles Rule, a partner at Rule Garza
Howley, a Washington-based antitrust
law firm. He served as head of the DoJ’s
antitrust division under president Ron-
ald Reagan in the 1980s, when the
department favoured deregulation.

Challenging the private equity model
itself “would be revolutionary in the
sense that you're not really turning the
clock back to pre-1980 [an era of tighter
antitrust regulation], you're really gen-
erating anew thread of law;” Rule adds.

This new generation of “trust busters”
has sparked fear in large corporations
say lawyers, bankers and chief execu-
tives. Kanter was a corporate lawyer
who made his name on high-profile

They are
sitting on
huge piles of
cash so even

as we see
some
uncertainty
hit the
dealmaking
space ... we
can imagine
private
equity
continuing
to [be
active]’

Lina Khan, FTC

Meet the
officials

Lina Khan, centre

Chair, Federal Trade
Commission

Khan rose fo fame with a
2017 academic paper
arguing for the break-up of
Amazon. The 33-year-old
'Was an associate professor
at Columbia Law School
before her appointment as
head of the FTC where she
had previously worked as
legal adviser fo former
commissioner Rohif Chopra.

Jonathan Kanter, right
Assistant atforney-general,
Department of Justice,
Antitrust Division

Kanter, 49, has devoted his
legal career to antitrust,
rising through the ranks of
private practice before
Joining the DoJ. He made
his name on high-profile
‘tech cases, Including
representing Microsoft, Yelp
and others against Google.

Tim Wu, left

White House adviser on
competition policy

A professor af Columbia
Law School, Wu, 50, became
known In the early 2000s
for crafting the term “net
neutrality”. He later
emerged as an advocate for
‘tougher antitrust
enforcement. “Over the
span of a generation, the
law has shrunk fo a shadow
of ifself and somehow
ceased o have a decisive
opinion on the core concern
of monopoly” Wu wrote in
his 2018 book The Curse of
Bigness: Antifrust in the
New Gilded Age.

Biden takes on private equity

antitrust cases against Google; Khan
was propelled to fame by an academic
paper she wrote calling for the break-up
of Amazon; and Wu, a professur at
Columbia Law School, wrote a

book titled The curse of Bigness: Antitrust
inthe New Gilded Age.

Their arrival has also had an impact
on the antitrust establishment: academ-
ics, officials and lawyers who for dec-
ades backed the notion that companies’
growth be tolerated as long as consum-
ersarenot harmed.

Detractors have accused the trio of
politicising competition policy. Days
after Kanter warned of an impending
crackdown on private equity, Lawrence
Summers, a former US Treasury secre-
tary, expressed concern over what he
called a new era of “populist antitrust

icy”.

“The DoJ and FTC aren’t following the
normal antitrust review guidelines
when looking at M&A activity,” says
Drew Maloney, president of the Ameri-
can Investment Council, a private
equity lobby group. “We . . . are con-
cerned that they are applying a new
political lens to the treatment of private
capital in the marketplace.”

Makan Delrahim, Kanter’s predeces-
sor under Donald Trump, has criticised
the agencies’ stance on private equity.
“Taking legal aim at an industry, or any
particular actor,” he says, “rather than
taking aim at the effects of the specific
conduct or transaction is counter to the
way law enforcement should be con-
ducted”

Progressives, however, have hailed
the trio for standing up to corporate
heavyweighu. Elizabeth Warren, the

ic senator from h

antitrustdivision under Barack Obama,
says that the approach of Khan and
Kanter recognises “that private equity is
aspecial kind of buyer in the M&A con-
text and that some . .. firms have a
record of buying assets or companles
and Lhen limini

is investigating ways to challenge
private equity on monopoly grounds, a
violation of section two of the 1890
Sherman Antitrust Act, which could
entail criminal charges.

“In addition to examining whether a

their comp
icance”

This marks a departure from compe-
tition policy in recent decades, where
“the general view was: if it's a private
equity deal it would not get the same
attention as a deal that [impacts the
structure of amarket],” says Rule.

‘Among the agencies’ main concerns
are private equity’s roll-up strategy and
its buy, strip and flip model, whereby
undervalued companies are acquired,
restructured and quickly sold off. “We
have very real questions around those
acquisitions,” Khan says.

Both the FTC and DoJ have sounded
the alarm on buyout groups acquiring
assets that companies have been
ordered to divest to complete another
tie-up. Kanter has said private equity’s
involvement often exacerbates anti-
trust issues. It is a stark about turn from

the DoJ under Trump, which argued
private equity divestiture buyers “may
be preferred”.

US president Joe
Biden has picked
‘the trio to curb
corporate power
including that of the
buyout groups

single wviolates the law, cer-
tain industry roll-ups have the potential

aswell when examined as a whole,” says
Kanter, adding: “Antitrust enforcement
must evolve to keep pace with market
realities.”

Revivingmonopoly charges

The most recent monopoly case of sig-
nificance dates back to alawsuit against
Microsoft two decades ago. The US gov-
ernment won after alleging the com-
pany had used its Windows dominance
toquash web browser pioneer Netscape.
Kanter represented Microsoft while the
company complied with the final deci-
sion and settlement giving him a front-
row seat to what became known as the
“antitrust case of the century”.

The suggestion that the DoJ might
revive criminal monopoly charges has
rattled some defence lawyers who actin
antitrust cases. But winning such
actions is notoriously difficult.

Some antitrust experts see the pledge
byKhan and Kanter to challenge private
equity as an attack on the industry
model rather than on deals that could
alter amarket’s structure.

“Ithink the courts would say, ‘Maybe
that’s a problem, but that’s not a reduc-
tion in competition. It'sjust a difference
i ‘hdifferent. 3

The agencies are also scr
“interlocking directorates”, where pri-
Vate equity executives sit on ‘boards of
ies, which Kanter

setts, celebrated their appointments
and has urged the DoJ to probe private
equity deals that “could shallow out”
entire markets.

The *buy, strip and flip’ model

The FTC and DoJ argue that the tradi-
tional application of antitrust laws —
focusi single, bilateral

— misses buyout groups’ anti-competi-
tive behaviour as Lhelr portfolios

has saul could violate existing antitrust
legislation. And they are considering
broadening disclosures in pre-merger
notification forms, including on private
equity’s involvement, and overhauling
merger g\udelmes ‘with tougher meas-
ures ful deals and stronger
focus on buyout groups.

In June, the FTC ordered JAB Hold-
ings to divest veterinary clinics twice in
lessthan amnnthandln seekregu]amry

running the company’” says Rule, add-
ing thata case of this kind would proba-
blystruggle towinincourt.

Baer argues that a probe focused on a
buyout group eroding the competitive-
ness of a takeover target remained
“legitimate” as it asks “the same basic
question”: will competition be dimin-
ished? Showing a pattern of anti-com-
petitive conduct “could be persuasive
evidence toajudge”.

Kanter says that companies whose
business model involves conduct that
violates antitrust laws must be held

involve multipl relate

approval bef

“If the business model is

to each other in ways that are not imme-
diately apparent.

Individual private equity deals thatgo
unnoticed when they fall below the pre-
merger reporting threshold — which the
FTC set at $101mn for 2022 — could
instead harm ition across sec-

assets
for the next 10 years in order to close
two proposed mergers, an unprece-
dented move for a private equity-
backed deal.

But antitrust bodies have yet to bring
lega] challenges of the kind that could
law, which Kanter thinks has

tors, eritics
Bill Baer, [nrmer head of the DoJ’s

calcified around bad: precedentsduetoa
lack of enforcement. Now the Doj

built around roll ups . . .[and] involves
common ownership and [interlocking
directorates] . .. thenthe antitrustlaws
willapply as they should,” he adds.

“In order to understand how to apply
the antitrust laws in amodern economy,
you have to understand the business
models of major market participants
and private equity is a major market

“Private

equity has
changed the

way the

world does
business. It

changed the

way

companies
are runand
boughtand

sold’

Jor
DoJ

nathan Kanter

participant,” Kanter says. The agencies
have also warned against buyout
groups’ impact on the lives of ordinary
Americans. Khan has highlighted an
FTC study showing a jump in mortality
after nursing homes were acquired by
buyout groups. Rule counters that pri-
wvate equity’s impact on social groups
was “not what the antitrust laws were
written toaddress”.

Natalia Renta, senior policy counsel
at Americans for Financial Reform, a
not for profit organisation, says: “The
private equity lobby is bound to throw
up smokescreens about what antitrust
law can and cannot do, but that misses
the point entirely. Higher prices and
lower-quality care leading to increased
mortality — both characteristics of sec-
tors where private equity hasamassed a
presence — are indicators of market
power, and that is precisely what anti-
trustlaw addresses.”

Kanter and Khan have already made
it clear they are not afraid to lose in
court. If parties “know that we’re not
going to be afraid to take on atough fight
against well-resourced opponents,” he
said earlier this year, “they’re going to
think twice”.

Private equity firms have avoided
criticising the regulators for fear of
antagonising them further. However,
private equity executives are taking the
matter seriouslybehind the scenes, with
many hiring lawyers to manage poten-
tially tougher scrutiny of their deals and
public relations specialists to lobby the
media in countering the stance of the
DoJand FTC.

Two senior PR executives say they
were hired by prominent private equity
firms to “correct the narrative” after
Kanter told the FT that buyout deals
were “top of mind” for him. Law firm
Paul Weiss wrote in a memo that
Kanter’s FT interview indicated how
some aspects of the deal approval proc-
ess “may be more onerous” in future.

Companies are abandoning “deals on
the drawing board . . . that probably
don't violate existing law because of the
[regulatory] uncertainty,” says a senior
antitrust lawyer. “I've probably seen
more in the last two years than 1 have in
the previous 40 years.”

The outcome of the Von’s Grocery
case was among those that sobered deal-
makers back in the 1960s, a period of
tough competition policy. But if today’s
antitrust officials have their way and
courts welcome their readings of com-
petition law, it may transform private
equity’s drawing board altogether.

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F23&ts=20220822195326&uq=20220804103507
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A pivotal moment for the world’s central banks

Policymakers should use
Jackson Hole meeting as a
time to reflect on mistakes

Central bankers will be in the line of fire
at their annual symposium in Jackson
Hole this week — and they should be
ready to engage with their critics. Last
year, US Federal Reserve chair Jay Pow-
ell used his keynote speech to suggest
price pressures would be “transitory”.
Annual inflation in the US was then just
above 5 per cent. Last month it reached
8.5 per cent. Elsewhere, Eurozone infla-
tion hit 8.9 per cent, and Citigroup now
forecasts UK inflation will hit 18.6 per
cent in January —nine times the Bank of
England’s 2 per cent target.

Price pressures have proved anything
but ephemeral, and interest rates are
rising sharply to bring them down.
Central bankers need to engage in some
soul-searching if they are to usher
economies back towards price stability,

and safeguard their own, vital,
independence.

Politicians are now putting the blame
firmly on central bankers for the infla-
tion numbers. Liz Truss, frontrunner to
become UK prime minister, has made
criticism of the Bank of England a plank
of her platform. Australia has already
launched a review of its central bank.
This may help governments to distract
from their own shortcomings. But it fur-
ther saps the reputations of central
banks, which had already been dam-
aged by the financial crisis.

wholly for the cost of living crisis would
be unfair. A lot has been outside their
control, and shrouded in uncertainty.
The unprecedented pandemic made it
hard to judge where exactly demand
and supply capacities were inrelation to
one another. Supply chain disruptions
and new Covid-19 waves muddied esti-
mations further. Vladimir Putin’s
unforeseen invasion of Ukraine led to
historic surges in oil, gas, and food
prices. In hindsight, the mistakes look
‘more obvious than they did at the time.
Nonetheless, both the technicalities
and legiti of ind dent mone-

The danger nowis that: ypol-
icy will be subsumed further into gov-
ernment hands. History offers ample
proof that politicians cannot be trusted
with deciding monetary policy. Rather
than simply parrying criticism and hid-
ing behind their previously largely suc-

tary policy are now under scrutiny.
‘With credibility such a vital tool in
anchoring inflation expectations of
households and businesses, this year's
Jackson Hole meeting should catalyse a
re-evaluation of central bank models,

cessful track record: inde-
pendence, it is in central bankers, and
the public’s, best interest for them to set
aboutrestoring their reputations.

To blame monetary policymakers

hes, and
Central banks also need to become
more adaptable. The past two
years have shown that traditional
economic models offer little help when

geopolitical, public health and supply
chain factors become so decisive. The
wisdom of offering forward guidance
has been cast further into doubt. And
reliance on historic trends — such as the
previous decade of low and stable infla-
tion — must not blind policymakers to
theidiosyncrasies of present and future
trends. Indeed, the Fed and ECB both
amended their strategies during the
pandemic, essentially making them
more tolerant of higher inflation. Visi-
ble efforts to learn the lessons will go
some way torestore confidence.

The former Fed vice-chair Alan
Blinder is said to have described price
stability as when ordinary people stop
talking and worrying about inflation.
Right now, that is a distant prospect.
Europeans are struggling to pay energy
bills, US rents are surging, and politi-
cians are circling monetary policymak-
ers like sharks. Central bankers need to
reflect on where mistakes were made
and show they can get a grip on the
consequences.

Education

The truth is schools do
little to reduce inequality

Ewan White

ne casualty of Covid was

the UK exam season,

which was cancelled for

two years due to lock-

downs. A-level grades
were set by schools instead, with little
external moderation and, unsurpris-
ingly, shot up, meaning a lot more
young people than usual found them-
selves at highly selective universities.
This year, the government began the
painful job of resetting and deflating
the system. Inevitably, that meant
'more missed university offers, causing
angst for students and parents caught
upinthemess.

It'simportant to remember, though,
that the post-Covid resumption of this
annual bunfight over places at the
most selective or “high-tariff” institu-
tions predominantly affects only a
small portion of society. Around five
times more students from the highest-

income quintile will end up at these
high-tariff universities, with all the
future benefits that brings, than will
make it from thelowest income one.

A comprehensive overview from
the Institute for Fiscal Studies earlier
this month showed just how embed-
ded social inequality is in the educa-
tion system. There has been virtually
no change in the school “disadr

which makes it harder to mitigate
inequalities. Austerity has also taken
its toll: the financial gap between pri-
vate and state schools has doubled
since 2010. But even if there was, as
there should be, an entirely compre-
hensive system, funded at a substan-
tially higher level, it would not come
close to fixinginequality.

For astart in a free, liberal society it
is not possible or desirable to prevent
parents doing whatever they can to
support their children, and inevitably
those with more resources will find
ways to play the system and gain
advantage. The UK is not going to fol-
low China in attempting to ban private
tuition. It’s also the case that any
improvement in state schools will
benefit all pupils, rich and poor. Over-
all, the school system has got better
over the past few decades, but the dis-
advantage gap has stayed the same.
‘We can hardly expect schools deliber-
ately to withhold support from better-
offstudents.

Politicians, from all parties, love the
idea that education is the answer to
inequality. It’s intuitively plausible,
appeals to those who see personal
merit and hard work as the primary
cause for differences in wealth, and
avoids having to talk about the real
problems. But the reality is that states
can only meaningfully reduce inequal-
ity by providing substantial financial
support to those who need it, through
either the welfare system or labour
market interventions. The most equal
countries are not those with the best
education systems but those with
moreredistributive social policies.

Atthe moment, financial supportin
England is getting less generous. Arbi-
trary benefits caps introduced by the
government in 2016 are combining
with an inflationary crisis to push ever
more people into very deep poverty
and destitution. It is ludicrous to
expect schooll ituation in

gap” between children on free school
meals and their peers in the past 20
years. The belief that education can
somehow “fix” inequality seems
unfounded.

That doesn’t mean education
policymakers shouldnt consider
inequality in their decisions. It’s cer-
tainly possible to make society even
less fair by making it easier to buy
access to premium institutions. We

which children are going hungry and
cold in overcrowded, dilapidated
housing. If, as a society, we genuinely
care about reducing poverty, we have
some obviouslevers to pull that we are
choosing to leave untouched.

Noneof this meansthat education is
not vital to society and the economy.
Under-investment, particularly in
upper secondary and tertiary voca-
tional education, is one cause of the

can see this in the
the UK wnth grammar schools, which
by

partsof  UK’s multi-faceted chal-
lenge Abetter-educated citizenship is
he children of par- ble goal that brings many benefits

ents who can afford tutors, and where
those from low income families do
particularly poorly. And, of course, we

m a society. But, once a country has
moved past full access to schooling,
education will do little to reduce
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Victory for Meloni's coalition could be a game-changer for Italy

Though the media are aghast at the
prospect of Giorgia Meloni becoming
Italy’s next prime minister, the
pali ¥ elections on b
25 will reinforce the hallowed principle
of popular sovereignty — the
proposition that the ultimate authority
of the state resides with the people
(“The new face of the radical right is on
display in Italy”, Opinion, August 19).

As modern polities go, the “seed of
Aeneas” is a serious republic with a
sophisticated, well-educated
electorate.

And the notion that Italians cannot

be entrusted to elect their own leaders
— abelief held by more than a few in
Brussels — is as repugnant as it is anti-
democratic.

Yes, Meloni’s Fratelli d'Italia party
(Brothers of Italy) is decidedly
rightwing, but the party’s fealty to
Atlanticism, a market economy and
the EU remains rock-solid. Moreover,
unlike her coalition partner Matteo
Salvini, whose Lega Nord began as a
secessionist northern movement, the
Brothers of Italy is genuinely
nationalistic. Whereas the Lega’s
founder, Umberto Bossi, was once

convicted for insulting the Italian flag,
Meloni fervently embraces the tricolore.

As for the spectre of Il Duce, Meloni
is no modern-day Mussolini. Despite
the commentariat’s rhetoric about a
resurgence of the blackshirt ethos,
there are no squadristi anywhere on the
Italian peninsula.

Fascism in Italy has long since been
cast into the ash-heap of history.
Indeed, as Ben Hall notes “it would be a
stretch to say the Brothers are a fascist

More importantly, a victory for
Meloni’s coalition might prove a game-

changer in Italian politics. Should her
rightwing alliance secure a two-thirds
parliamentary majority, Meloni and co.
could bring about the creation of a
directly elected presidency viaa
constitutional amendment.

Plus, if she ascends to Palazzo Chigi,
Meloni would be the Italian republic’s
first female premier, underscoring a
‘major feminist triumph.

Rosario A. Iaconis
Chairman, The Italic Institute of America
Adjunct Professor, Social Sciences
Suffolk County C
azllzge. Selden, NY, US

US politics is a road paved
in gold for consultants

I agree with Edward Luce that there is
“electoral gold” for the right in the
contempt America’s cultural elites
show towards the ignorant (“The truth
that set Cheney free”, Opinion, August
18). However, one should not ignore
the regular gold. There is money in
electoral outrage, for both candidates
and perhaps especially their
consultants.

For example, are the profits from the
sales of Republican Marjorie Taylor
Greene’s “Defund the FBI” T-shirts,
going to Greene's campaign or the
consultants who design and sell the
shirts? The same question applies to
‘the small money contributions made to
candidates. What percentage goes to
‘the telemarketers and what goes to the
candidates? And even money going to
the candidate is probably just going to
consultants for more ads and more
“advice”

1t may be my natural cynicism, but 1
think it is a mistake, when looking at
the ever-growing political divide in
America, to not follow the money.

Mining Myanmar’s rare
earths prompts EV rethink

1am now radically rethinking the green
tech supply chain and my own electric
car use and welcome the FT coverage,
ﬁ]]mg inthe storyofthe supply chains
like Tesla, VW and.

BANX

There’s gold in outrage, and the more
outrage, the more gold — especially for
the grifters, the swindlers on both sides
who are feeding off the evermore bitter
politics of the Us in 2022.

PatrickJ Allen

River Forest, IL, US

other ‘green tech” market leaders and
their deeper impacts (“China lithium
champion walks a fine line”, Report,
August 19).

Many Chinese companies (but China
is not solely implicated in this) are
outsourcing the mining of rare earths
to forest zones across the border in

Myanmar.

The disturbing irony of moving to
electrification in the automobile
industry is that green tech parts
depend on ransacking and toxifying
formerly carbon-neutralising, mineral-
rich, water-supplying lands. It also
depends on unregulated trading of
these rare earths and, at the start of the
supply chain, on a manual labour force
in life-threatening danger both from
human conflict and pollutants.
Laetitia Erskine
London W5, UK

‘Why the Bank of England
has a case of the hiccups

Former Bank of England governor
Mervyn King’s “nice” era of non-
inflationary consistent expansion
ended with the global financial crisis.
Searching for a similarly succinct
description of the current period we
suggest “hiccup” or high inflation,
continued crisis and underlying
problems (such as demographics and
productivity). Hiccups are often the
result of overindulgence but normally
prove transitory (Report, August 18).
Hubert Kucharski

_John Leggott Sixth Form College
Scunthorpe, Lincolnshire, UK

Founder, The Backseat Economist

Paul Temperton

Tier Company, Chalfont St Giles
Buckinghamshire, UK

Correction

® Alcoa hascurtailed production ata
smelter in Indiana, not shut production
aswrongly stated in an article on
August 20.

UTLOO

AMERICA

Adarkerain
treatment of
indigenous
children
comes to light

amona Klein remembers

the severe haircut and the

kerosene combed through

her hair to kill lice. That

'was when she was seven, in
1954, but to this day the sound of keys
clanking on a ring, the scent of
Brylcreem hair gel, or a halo of light.
thrown by a torch can trigger
memories of the matron’s son who
sexually abused her. “He touched my
body like no child’s body should be
touched,” she says.

Klein, who spoke to me from her
home in North Dakota, is a survivor of
America’s indigenous boarding schools,
where Native American children
suffered abuse and sometimes even
death, as part of a programme of
forced assimilation into white society.

For 150 years, thousands of Native
American children were torn away
from their homes and forced to attend
408 federally run or funded “Indian
boarding schools”. A US interior
department report published in May
found that more than 500 indigenous
children died in such schools between
1819 and 1969. That number is
expected to rise with the investigations
now taking place: 53 schools had
marked or unmarked burial sites.

The founder of the most famous of
these schools, the Carlisle Indian

White Hawk, President of the Board of
Directors of the National Native
American Boarding School Healing
Coalition and author of the
forthcoming book A child of the Indian
Race: A Story of Return, told a US
Senate committee recently.

“Children frequently received
corporal punishment for speaking
‘their language . . . ” she said. “Methods
of punishment included: solitary
confinement, flogging, whipping,
slapping, cuffing, and devising
methods to engage children to
administer punishments to each other.”

The issue has garnered increasing
attention in the US and in Canada,
‘where Pope Francis last month went
on a “penitential pilgrimage” to
apologise for abuses in the country’s
church-run residential schools. The
Canadian government later said his
mea culpa did not go far enough. The
final report of C';nada s Truth and

iliation C blished

in 2015, said it had identified 3,200
deaths at indigenous boarding schools.

1'was in secondary school when the
Us federal Indian boarding schools
‘were closed or handed over to Native
American control in 1969, though
some church-run schools endured
longer. But 1 knew nothing about
‘them. I grew up on traditional

American children in it). Yet I was
never taught about the atrocities my
(white) people committed with the
aim of forcing the Potawatomi to
become just like me.

Klein’s father attended such a
school, as did all seven of her siblings
— at one time, five of them were there
together. “It never ceases to amaze me
[that people] do not know that type of
treatment was going on with their
next door neighbours,” she told me.
“Our childhoods were stolen and we
will never get that back,” she said,
adding that “the social impact is
generational” and some people treat
the pain by self-medicating with drugs
or alcohol.

John Low, a Potawatomi academic
at Ohio State University, welcomes the
trend of apologising for, or at least
acknowledging such atrocities, but
asks “Therefore what? we
acknowledge the indescribable horror
of boarding schools and their impact
on native peoples, but we are waiting
for the ‘therefore what™.

Deb Haaland, the US secretary of
the interior, who is Native American,
referred in recent testimony before the
Senate Committee on Indian Affairs to
proposed legislation that would
provide “national survivor resources
to address intergenerational trauma”.
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see it with the ongoing Power wielded

meqllahtv if all the main drivers of

by those who have be d pri-
vately.

Moreover, as the IFS point out, the
funding system for English schools
has become significantly less progres-
sive over the past decade and the
adult skills system is a mess, all of

Tuesday 23 August 2022

lity are left in place. Pre-
bendmg it can do so is preventing us
from acknowledging what really
needsto change.

The writer is a senior fellow at the
Institute for Government
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by Patti Waldmeir

Industrial School, summed up his
institute’s philosophy as “Kill the
Indian in him, save the man”.

“Our children had their hair
chopped, their dlothes stripped, and
their names replaced with English
ones or often, just a number,” Sandra

* FINANCIAL TIMES

Potawatomi Indian territory outside
Detroit and currently live in a

inium building that stand:
land identified on an 1804 map as
‘home to a Potawatomi village. Asa
girl, 1 belonged to the “Potawatomi™
Brownie troop (there were no Native

Klein stresses that time is of the
essence: “we survivors are at the end
of life, we only have a short time to get
the stories out™.

The writer is a contributing columnist,
based in Chicago

Opinion

Why I couldn't have been more wrong about big city rents

1 the early days of the pandemic, T

‘thought one long-term silver lining

would be to make expensive cities

like London cheaper for young

Tenters. I reckoned the shift to
hybrid work was going to persist. This
would allow office workers to spread
further out from overheated urban cen-
tres. Plenty of young people would still
want the bright lights, but they might
not have to pay quite so much to get
them.

I couldn’t have been more wrong.
Housing costs in London did fall for a
while, but now the scramble for rental
property is more intense than ever.
Advertised rents are shooting up. They
are 6 per centhigher than pre-pandemic
levels in inner London and 8 per cent
higher in outer London, according to
data from property website Zoopla. It is

the same story in other bigcities, from
New Yorkand Miami to Dublin and Syd-

ney.

Where did I go wrong? It’s not that
working patterns have reverted to nor-
mal. Between 2019 and 2022, the
number of people in the UK who work
from home more than doubled to
almost10mn, according tothe Office for
National Statistics. An official survey
this year found that 84 per cent of those
who had to work from home during
lockdowns planned todo hybrid workin
future.

The Pret index, which compares
transactions data from Pret A Manger
stores with their pre-pandemic average,
confirms the shift. Transactions have
settled at about 80 per cent of pre-Covid
levels in office worker districts such as
the Square Mile and Canary Wharf.

Sowhat explains the rise in city rents?
Some people did spread out: Londoners
to places such as Dartford and Margate;
New Yorkers to the Hudson Valley. ButI
underestimated how many would want
to stick around in big cities — keen to
enjoy their pleasures even if they
weren’tgoing to the office every day.

Thatsaid, what is happeningnow isn’t

just about people wanting to be in flashy
capitals. In the UK, rents are on the rise
in cities across the country from
Brighton to Manchester and York. Itisa
nationwide trend inthe US, aswell.

On the demand side, one widespread
phenomenen is that people decided
they didn’t want to live so crammed
together after the claustrophobia of
lockdowns. Economists at the US Fed-

Housing costs did fall for a
while, but now the scramble
for rental property is
more intense than ever

eral Reserve have noted that relatively
fewer adults in the US are now living
‘with roommates and more are living
alone. The resulting rise in the number
of households has contributed to the
recent “huge increase” in housing
demand, they say.

The same phenomenon has happened
in Australia. There isn’t enough data to
say if it’s true of the UK too, though it
seems likely. As well as that longer-term

trend, there is the short-term fact that
economies have reopened: students are
back; migrants are coming again; neces-
sary moves delayed by Covid have all
happenedatonce.

Meanwhile, supply has dropped. In
many places, people are renting for
longer than usual (perhaps because
buying has become more expensive)

to cut their rent bills. Whether or not
rents stabilise or fall in the UK, it won't
happen soon enough to stop a rise in
homelessness this year. It might sound
foolish to end a column about being
‘wrong by making another prediction,
‘but sadly think this is firm ground.

A long-term failure to build enough
social housing means about a quarter of

which means fewer pl. ingonto
the market at any given time. In the UK,
landlord associations also say some peo-
ple have sold up because of rising tax
and ion. Zoopla told

thoseinthe pri relyon
housing benefits to help pay the bill. But
housing benefit has been frozen since
Aprll 2020, soit becomes less adequate

about 50 per cent fewer homes available
for rent per lettings branch in London
than there were between 2017 and 2021
and 30 per cent fewer in the rest of the

country.

1t’s possible that rents will soon hit the
limit of what people can afford, given
the wider cost of living crisis. Private
Tenters spend an average 31 per cent of
their household income on rent, com-
pared with 27 per cent for social renters
and 18 per cent for h with

as goes on. When landlords sell up
or people need to move, those reliant on
housing benefit will increasingly strug-
gletofind placesthey canafford.

More than 70,000 families and indi-
viduals were homeless or threatened
with being so and eligible for help in
England in the first quarter of this year.
The number of this group who were in
full-time work was the highest since the
databegan. Rough sleepingin Londenis
on the rise already. As Matt Downie of
the homel ‘harity Crisis told me:

mortgages. That means they have less
flexibility to cope with rising energy
costs. Alternatively, people might start
sharing housing more with others again

“We're not waiting for it to happen — itis
happening”

sarah.oconnor@ft.com

How Dugin’s
Views went
round the worl

OBAL AFFAIRS.

Gideon
Rachman

ith his extravagant
beard and wild rhetoric,
Alexander Dugin has
found it easy to attract
attention. Some have
even labelled the far-right philosopher
“Putin’s brain” or “Rasputin”. Other
commentators, however, have dis-
missed the idea that Dugin is taken par-
ticularly seriouslyin the Kremlin, point-
ingto the fact thathe lost his job at Mos-
«cow State University in2014.
still, somebody obviously took Dugin
veryseriously indeed. Last weekend, his
daughter Daria Dugina, a nationalist
journalist, was murdered by a car bomb
outside Moscow. It is widely assumed
that Dugin himself was thereal target.
Whatever the personal relationship
between Putin and Dugin, the Russian
leader’s decision to invade Ukraine
brought to fruition ideas that Dugin has
been pushing since the early 1990s. In
his 1997 book, Foundations of Geopolitics,
which was assigned reading at the Rus-
sian military’s general staff academy,
Dugin argued that “Ukraine as a state
hasnogeopolitical meaning”.
Asked about his influence on Putin at
a 2018 lecture at Fudan University in
Shanghai, Dugin was coy — but pointed

out that he was arguing for the Russian
annexation of Crimea in the 1990s,
“long before Putin”.

Dugin’s presence in China was signifi-

cant. He has capitalised on his supposed
to Putin — and his li

skills (he speaks fluent English and

French) —to build himself a considera-

bleinternational role.

In China, Iran and Turkey, Dugin has
become a spokesman and co-ordinator
for those who are seeking to destroy
America’sglobal hegemony. Meanwhile
in Europe and the US, he has liaised with
far-1 nght forces pnslhﬂnmg hl.mse]f as

|
%
4

2015, he flattered his Iranian hosts by
‘telling them that Iran is “the main base

anallyi

In h]slecmre-; at Fudan, Dugin argued
that Russia and China mustjointly build
a “multipolar world order”, ending Us
dominance. At a meeting in April the
Russian and Chinese foreign ministers
embraced this idea, with Sergei Lavrov
assuring Wang Yi the two nations would
“together . . . move towards a multipo-
lar, just, democratic world order™.

In Dugin’s worldview, the continental
countries of the Eurasian landmass,
centred on Russia, are naturally
opposed to the maritime world led by
the US and, before that, by the British.
Dugin has praised the Nazi philosopher
Carl Schmitt for his “clear understand-
ing of the ‘enemy’ facing Europe, Russia
and Asia that is the United States along
withits . . . island ally, England™.

These anti-western and illiberal ideas
have also found a ready audience in
Iran. Dugin has been a frequent visitor
and is particularly popular with the
hardline elements in the regime. In

of the war against modernity” (a good
thing, ). Dugin has also regu-
larly visited Turkey, asa

expressing his hopes for “Mr Trump,
whoIsupportwith all my heart”. He told
Jones that pro-Trump and pro-Putin
forces should unite against “our com-

guest of the ruling AKP, and has made
common cause with anti-American
forces in the government.

In Europe, meanwhile, Dugin and his
sponsor, the Russian banker Konstantin
Malofeev, have cultivated ties with
hard-right parties such as Austria’s
Freedom Party, Italy’s League and
France’s National Rally — maintaining
links through conferences, lectures and
meetingsin Russia and western Europe.

In the US, Dugin’s natural bedfellows
are on the far right. Early in the Trump
presidency, Dugin gave an interview to
the conspiracy theorist Alex Jones,

Extreme nationalist voices
have long been calling
for Russia to pursue even
more ruthless tactics

Richard Spencer, the American far-
right figure, who was filmed shortly
after Trump’s victory shouting “Hail
Trump” and giving a stiff-armed salute,
is also connected to the Russian nation-
alist. Spencer’s wife has translated
Dugin’swork into English.

In a recent appearance with Chinese
and Pakistani academics, Dugin assured
his audience Russia would use nuclear
weapons rather than accept defeat in
‘Ukraine. One question now is whether
last weekend'’s car bombing will lead the
Kremlin into even mors ive poli-

including the targeting of key govern-
ment buildings and officials. 1f the
Kremlin decides to confront Estonia —
by backing up its demand for the extra-
dition of the alleged suspect with threats
— then it will put Russia on a collision
course with a Nato state.

The Ukrainian government has been
swift to deny any connection to the
‘bombing. But that will not change many
minds in Moscow. Extreme nationalist
voices, exemplified by the likes of
Dugin, have long been calling for Russia
to pursue even more ruthless tactics.
Dugin specialises in violent and incendi-
ary rhetoric — delivered in lecture halls
and television studios, a safe distance
from any actual fighting. Butlast week-
end thefrontli M After

cies in the war and in domestic politics.
The Russian intelligence services, the
FSB, now claim to have solved the case.
They accuse Ukraine of commissioning
the assassination and claim that the
alleged killer has already escaped Rus-
sia and crossed the border into Estonia.
These accusations may be used tojustify
intensified Russian bombing of Kyiv,

enduring so much suffering, few
Ukrainians will shed tears for Dugin, a
man who in 2014 called for Russians to
“kill, kill, kill” Ukrainians. Others, fur-
ther from the conflict, may find it harder
to believe that anyone deserves to see
their child blownupin front of them.

gideon.rachman@ft.com

America must
consider risk of a
war over Taiwan

going nuclear

Michael
Auslin

he single most important

question about a potential

war over Taiwan between

the United States and China

is whether such a conflict
could remain non-nuclear. Yet when
President Joe Biden stated again in May
that America would defend the island in
the event of a Chinese attack, no one
asked if that meant he was willing to risk
anuclear em:hange with Eeljulg. If the
fast-gelli of for-
eign policy el.lte is correct — that such a
war is no longer simply possible but
likely — then assessing such arisk needs
to be at the forefront of every discus-
sion.

Since the first use of atomic weapons
nearly eight decades ago, no nuclear-
armed power has ever fought another in
a major conflict. During the cold war,
America and the Soviet Union fought
both direct and indirect proxy wars but
avoided direct conventional conflict
that could have escalated out of control.
The reliability of America’s nuclear
umbrella and promises of “extended
deterrence” are regularly questioned by
non-nuclear allies. It is also the reason
that Nato was so circumspect in
responding to Russia’s invasion of
Ukraine earlier this year.

once the cold war ended, many in the
US assumed that the era of the Cuban
Missile crisis and “duck and cover” was
over, emphasised by the shutting of the
fearsome Strategic Air Command in
1992. Nuclear weaponsnever wentaway
of course, and SAC eventually morphed
into US Strategic Command. Yet the
fears that civilisation could end in bil-

There can be no
assurance that a conflict
with China would
remain conventional

lowing mushroom clouds rapidly
abated as the country turned to another
generation of wars in the Middle East
and against global terrorism.

But policymakers and the US public
can no longer ignore the fact thata new
nuclear age has dawned. Vladimir
Putin’s sabre-rattlingin the early days of
the Ukraine war revealed that nuclear-
armed authoritarian aggressors may
not be restrained. As Beijing considers
‘Taiwan its sovereign territory, there can
be no assurance that a conflict wcmlr]
remain conventional. Make no
about it, this would be no small clash.
Control over Taiwan has been the pri-
mary foreign policy and strategic con-
cern of the CCP since Mao Zedong took
powerin1949.

Much would depend on how such a
war broke out, whether it was inten-
tional or accidental, and how commit-
ted Washington actually would be to
defending the island. But all the old cold
war questions about nuclear escalation
control, signalling and off-ramps would
immediately comeinto play.

‘War games are one thing but in the
real world, as soon as one US missile hits
Chinese territory, the question of escala-
tion b critical. li

The power of capital markets can be harnessed to drive the green transition

Emmanuel
Faber

overnment action is
essenual |fwe areto tackle

—~

climate talks in Egypt there is debate
around the $100bn funding commit-
ment made by developed countries to
support poorer nations in transitioning
tolower carbon economies.

However, Pascal Lamy, former direc-
tor-general of the World Trade Organi-
zation, has argued that the creation of
Ihe Intematmnal Sumnahn]lty Sund

brings together China, the EU, Japan,
UK and USA — and specificbilateral dia-
logue, including with the EU. The need
for international alignment s clear.

A recent EU directive states that the
bloc’s stamhrds should “contribute

currently, there is a debate in the
market around different app:

capltal markets, policymakers and
are making rapid

“materiality” — in other words, what
should be disclosed.

This concept, as it is used in account-

ing requirements and in the language

toth g f sustain-
ablllty reporting standards at
global level” and integrate the ISSB’s

loyed in the capital markets, should
notbe ignored. The mndardspmposed
by Ihe ISSB requlre a company to

advances in their assessment of the
importance of sustainability.

In the standard accounting model, for
example, we do not fully incorporate
thefact that enterprise value, the meas-
ure of the total value of a isa

strikes by People’s Liberation A.rmy
rocket forces against US territory
a]must inevitably wmlld fnllow, spa.rk—
latory spiral. Itis p
Chinese would not wait to find out if
incoming US missiles were indeed con-
ventional but would strike at America’s
land-based nuclear missile silos to pre-
venta full attack.

Any major clash would, in fact, be the
first ballistic missile war between great
jpowers. Americans long ago ceased any
civil defence preparation and the public
is entirely unprepared to come under

suchan would

fu.nmmn nf |he dema.nd and supply of

put enormous pressure on US leaders 1)
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cumate change. However,
\ I no single jurisdiction can

succeed by only imposing
rules on its local market participants.
There must be a global approach but
multilateral policymaking is currently
atalowebb.

To address challenges of this magni-
tude, nations must harness what
Gelsomina Vigliotti, vice-president of
the European Investment Bank, has

ards Board (ISSB) 1s "a real break-
through”. Capital markets can move
trillions if properly guided and
informed.

But they can only play this pivotal role
if they operate with high-quality, com-
parable sustainability information that
can be relied upon to make investment
decisions.

The I8SB, supported by G20 leaders
and uther mmrnahunal institutions, is

language
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What is considered

‘mate in the area
of sustainability
is constantly evolving

global baseline if it is consistent with EU

called the “power and i 7 of
markets.

and develupmgmndards that mtabllsh

Markets are the self-

ating

P

p
models and transform economies. P:
erly harnessed, they can deliver solu-
tions at scale.

Ahead of this November’s COP27

dlsclosures for the mplul
markets.

The ISSB has also created forums to
deliver multilateral solutions — such as
a Jurisdictional Working Group that

clearly @isciose INIOrmanon that pro-
vides a robust basis for investors to
consider sustainability matters in mak-
ing their investment and voting deci-
sions.

This information will align with the
established definition of materiality in
accounting standards, ensuring com-
pleteness and clarity. The definition
requires companies to disclose all infor-

capital, not aisconnected Irom mves-
tors’ choices. The multi-dimensional
nature of sustainability might shed a
different light on the nature of those
choices.

This evolution is a necessary part of
our work because what matters to
investors is dynamic and changing. The
consultation period on the ISSB’s first
two proposed sustainability disclosure

mation which, if missing, mi or
obscured, could reasambly have been

The obji f the pean Green
Deal will not be met without putting glo-
bal capital markets to work, and this
requires interoperability between the
‘two approaches.

Conversely, there is a lot that the EU
can contribute to the work of the ISSB.

pected to infl an
decision. Its application requires judg-
ment and regular analysis.

What is considered material in
the area of sustainability is constantly
evolving. The term “dynamic
materiality” is an ack led; that

just finished.

The rich feedback we have already
received will allow us to create a set of
standards that can enable capital mar-
kets to be a true ally of global efforts to
deliver ajustclimate transition.

‘The writer is chair of the International Sus-
o it dards Board

* FINANCIAL TIMES

SITIKe DAacK even Narder at Chnese tar-
gets, thus risking an all-out confronta-
tion, with the urge to go nuclear growing
with each new setback.

The implications of a Taiwan war are
enormous, but no US leader should
blithely commit to defending the island
without understanding that a conflict
with China could be like no other fought
inhistory. How far the Us iswilling to go
must be openly debated and the risks of
action as well as inaction equally
assessed. We must think the unthinka-
ble or we might wind up paying a tragic
price.

The writer is a fellow at Stanford’s Hoover

Institution and the author of “Asia’s New
Geopolitics”
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Vodafone/Hungary:
Orban sprawl

Right now, Nick Read must be
humming the Hungarian national
anthem, which extols the land of the
Danube and Tisza. His statement on
the sale of Vodafone's Hungarian
business will please local patriots and
international investors. Hungary’s
‘mission to digitalise is praised
alongside the healthy sale multiple.

Rarely can pressure for
disinvestment from a populist.
government have met such a
welcoming response. Growth has
stalled at the UK-listed group. Activist
Cevian is applying pressure for CEO
Read to shrink European operations.

Other foreign operators, notably
Deutsche Telekom, should be rattled
by the Ft715bn (€1.8bn) disposal. They
will note that a Hungarian state
holding company is buying in
partnership with local group 4iG.

Viktor Orbén, strongman leader
since 2010, does not fear controversy.
His policies are rightwing, nationalist
and occasionally racist. EU leaders
complain he channels subsidies and
contracts to corporate allies to cement
their support. The EU has accordingly
withheld €7.2bn of financing.

Orban’s government decreed
surtaxes on telecoms and some other
industries in June. That would have
hurt Vodafone Hungary. The nation’s
leading operator Magyar Telekom
blamed the tax for missing its profit
target in the second quarter. Deutsche
Telekom is majority owner of that
Budapest-listed business.

The acquirers of unlisted Vodafone
Hungary are paying a decent price of
9.1 times trailing ebitda. European
telecoms trade on an average at just
over six times adjusted ebitda, say New
Street analysts.

This deal looks timely and well
priced, though small at 1.5 per cent of
group ebitda. Vodafone will retain a
call centre in Hungary. Its Vantage
Towers offshoot will continue to
operate mobile masts there.

One wonders how long it will be
before Deutsche Telekom receives an
offer for its stake in Magyar Telekom
that it cannot refuse. The shares have
slumped by a quarter since Russia
invaded Ukraine. The business is
valued at less than half Vodafone
Hungary. Part acquirer 4iG will

become a strong number two to
Magyar Telekom, says Bernstein.

‘Vodafone is clever or lucky toget a
good price. Other multinationals may
need to extricate themselves from
Orbén’s orbit at greater cost.

Droughts:
liquid assets

If water is priced wrongly, it will be
valued wrongly. Widespread droughts
are energising that proposition. Water
is a new front in ESG investment, even
as a battle rages over carbon. The
Valuing Water Finance Initiative, an
investor grouping, plans to scrutinise
water-glugging corporates such as
Nestlé, Chiquita and Levi Strauss.

Moves may follow to allocate water
better via trading schemes. But these
will fail if they ignore elementary
differences between carbon dioxide
and H20. The gas adds to a global
excess. The liquid is prone to local
shortages, however widespread.

Property rights, essential for
competitive markets, are often non-
existent for water. There may be moral
objections to assigning them. Pricing
policies must recognise that access is a
human right. Shanty towns should not
lose out to golf courses.

To be sure, there are successful
examples of schemes where users buy
and sell surplus water. Water trading is

1lestablished, though i

in Australia’s Murray-Darling Basin.
This has evolved into a market with an
annual average value above $1.8bn.
Trading schemes are hard to
establish partly because water is
generally undervalued. Analysts at
Barclays say the “true cost” is three to
five times more than companies pay.
'VWFI participants include Franklin
Templeton and big retirement funds.
They want business to pay more heed
to water risks — like Constellation
Brands’ $666mn impairment for
suspending a Mexican brewery project

Snap: the little drone that couldn’t

Although world sales of drones are rising, they remain well below forecasts. Snap's interest in consumer
drones is a distraction for the company. The online ad market is in the midst of a downturn. The group’s
weak earnings and slowing revenue growth have dragged down its market value.

Global drone sales are limited Valuations
Hardware market ($bn) Enterprise value/forward sales mulfiple
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*For the fiscal period ending 12 months fo June 2022
Source: DroneAnalyst Source: S&P Capial 10
In less than four months, Snap’slittle | and it has been adjusting to tighter always going to be difficult to crack.
yellow drone has fallen to earth. Sales | privacy safeguards at Apple that make | Itis dominated by China’s DJI. US
of the Pixy will continue but it tougher to collect user data. companies account for less than a
development is over. Drones have Hardware such as Pixy has done tenth of the market, according to
been a disappointment for the tech little to help group revenue. research company Drone Analyst.
industry as a whole. Development has added to losses. Drones have yet to live up to their
That has hurt Snap’s floundering Some of the share price markdownis | promise. In 2016, Goldman Sachs
efforts to add hardware toits suite of | unfair. Snap is growing its user base at predicted a $100bn global market
products. Its experiments on social a faster clip than rivals such as Meta. opportunity by 2020, with $30bn in
‘media are popular. But the $250 Pixy | Its experiments are small compared non-military spending. But Drone
selfie camera drone joins camera with Meta's investment in the Analyst estimates that non-military
glasses and plush toys on the list of metaverse, which lost nearly $6bn in drone sales that year were $3.5bn.
misfiring novelties. As the US social the first half of the year. But Snap’s In the US, the Federal Aviation
media group acknowledged when it penchant for new ideas has not helped | Administration’s safety concerns
joined public markets, its it to achieve consistent quarterly ‘have limited the number of
manufacturing experience is limited. | profits. With advertising down, ithasto | unmanned aerial vehicles. Alphabet
Snap is right to pull back from focus on reducing operating losses. and Walmart have launched delivery
peripheral projects. The share price Especially as the company trades ata drone services, but they remain
has dropped 75 per cent in the yearto | higher price to sales ratio than its big limited. For now, the skies are mostly
date, digital advertising has slowed rival Meta. The drone market was clear of drones of any colour.
must embrace both. When humansdo | had a correspondingly low profile at ‘while Credit Suisse is down 94 per cent.
not assign monetary value to natural Deutsche Bank. Parallels between the Deutsche Bank has paid $20bn in
resources, they waste them. two lenders are numerous legal settlements since the financial
Korner, himself a relative unknown, crisis, according to S&P Capital IQ. Less
last month replaced the than a tenth were on the watch of
i i underwhelming Thomas Gottstein. He | current CEO Christian Sewing. The
Credit SUISS&IDEI:I‘!‘SChE and Joshi now have the job of turning total for Credit Suisse is about half that.
Bank: Wilde ambition round the scandal-hit balc Finance | ‘The banlmade $500mn of additional

The less-quoted second half of Oscar
Wilde’s saying on imitation describes it

amid disputes over water rights. as the tribute paid by the mediocre.
shortages will strand some assets, as | Efforts by Credit Suisse and Deutsche

faltering power from Yangtze hydro Bankto emu] ate US mvestmentbanks

plants implies. Non-profit Iefi larly. Both might

CDP estimates that $15.5bn is at risk. now prmlely yearn to be seen as dull
Carbon pricing and accounting arein | but decent again.

their unregulated infancy. Water Ulrich Korner, new chief executive of

pricing and accounting will be trickier
and even more controversial. But
governments, businesses and investors

Credit Suisse, may have had this in
mind in appointing Dixit Joshi as
finance chief. As global treasurer, Joshi

veteran David Mathers finally gets to
do something less pummelling.

A record low share price and
valuation have prompted takeover
speculation, as they once did at
Deutsche Bank. Government resistance
and a comparable litany of past
misdeeds are likely to keep the feet of
any potential buyers equally frosty.

The problems at both go back to the
pre-financial crisis casino banking
booms. Deutsche Bank shares are
91 per cent lower than their 2007 peak

net new provisions in the second
quarter of this year, taking total
provisions to $1.6bn. That is ahead of
the annual tally for Deutsche.

Banks are adept at applying a
“legacy” label to settlements for
misconduct, proved or merely alleged.
The fact remains that these costs are
material to the shares, both in forfeited
cash and as tokens of toxic culture. As
an ex-treasurer, Joshi will know how
irksome the former is. As a new CFO,
he must help Korner root out the latter.

Warren Buffett:
the Occidental tourist

Shares of Occidental Petroleum have
appreciated nearly nine times since
2020 lows. Despite this, the warrants
that Warren Buffett owns in the oil
driller, equivalent to under 10 per cent
of the company, are barely in the
money.

The post-pandemic rally in the value
of energy assets has made Occidental a
big winner. It took on heavy debts fora
seemingly ill-timed $55bn buyout of
rival Anadarko in 2019. That
acquisition now looks smart thanks to
soaring energy prices.

Buffett’s warrants came with a $10bn
preferred stock investment he rn:de in
Occidental to help fund the i
But he missed out on the trough-to-
peak share price jump.

Occidental stock is a mere 15 per
cent higher than a warrant strike price
set before shares tanked. Buffett may
be playing a longer game. He has
accumulated a fifth of the company,
warrants aside. Last week, he received
approval from US energy regulators to
buy up to 50 per cent of Occidental. 1t
is the kind of whale he covets.

At its share price bottom,
Occidental’s enterprise value of about
$60bn was just 16 per cent in equity.
The enterprise value has jumped to
about $90bn. Equity value has risen by
even more than that implies.
Occidental has used cash flow to pay
off debt. Its own calculations show two-
thirds of the group's current enterprise
wvalue can be ascribed to equity.

In its most recent quarter, Occidental
generated a whopping $4bn in free
cash flow. It can now cut debt further
to reclaim an investment grade rating,
perhaps redeeming Buffett’s preferred
stock, which pays an 8 per cent
dividend. Or it can raise payouts.

Buffett has long been intrigued by
big, essential businesses. Two of
Berkshire Hathaway’s largest holdings
include a railway and a power utility. A
full acquisition of Occidental would
require a premium. Still, the company
trades below its stock price pre-
Anadarko. 1t still could meet Buffett’s
requirement as a value play.
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CROSSWORD
No 17780 Set by SLEUTH

ACROSS
1 Remains in a hot place forgetting number
for drinks (6)
4 Start to tease female with gold among a lot
dressed excessively (21,5)
9 A Brifish metropolis has part for money?
That's sudden (6)
10 A Tamil disorientated in Germany and
Austria or in Croatia (8
12 Chairman working round estate, maybe,
gets biscuit (8)
13 One with a request might use this place.
with facility (6)
15 Tennis players do not welcome this rule,
it's said (4)
16 One detail misplaced about good group of
representatives (10)
19 Consider overlooking lake in
uncontaminated part of Japan? (10
20 Modern artist observed in film ironically
@

3 Note a fense expression almost in
conversation (6)

25 Sick kid requiring treatment hugs
European assistant (8)

27 Climate's varied for climber (8

28 Priest penning unforiunate article needs
support in church? (6)

29 Request made by conservationists in fancy

ry (8

30 US actor has power and variable energy
®
DOWN
1 College rector has tool first off as aid for
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passing exams (7)
2 Instruction I've cited needs revision? About
right (@)
JOTTER PAD 3 Written account about Liverpool, say (6)
5 Precious material in address for mate? (4)
& A militia without it in France is
recognisable (8)
7 Extremist starts to undermine legal
traditions regulating activities (5}
8 Tried an alternative for part-payment
transaction (5-2)
. 11 Short story writer has rental property
Solution 17179 concealed by coast in Brittany (7)
14 Young rebel flips admitting criminal riot in
Gusngn e s
17 Ground in Italy lit with no end of
EEE.EE‘ HIIII:]E excitement in the beginning (9)
18 Do nothing productive, say, kept by one
previously serving at back of store (8)
19 Old man with new longing for style (7)
21 Atrek is arranged in borders of
Oxfordshire o see part of forest? (34)
22 Priest that is beginning to welcome critical
contribution (6)
24 Doctor to deal with special celebration? (5)
26 Scorer picked up in catalogue (4)
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