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King Charles ITI, Camilla, the Queen Consort and other members of the royal family follow the coffin of Queen Elizabeth IT as it is carried out of Westminster Abbey after her state funeral in London yesterday

GEORGE PARKER — LONDON
ROBERT WRIGHT — WINDSOR

Queen Elizabeth I has completed the
journey to her final resting place at
Windsor after a momentous state
funeral at Westminster Abbey, as world
leaders joined Britons in mourning the
country’slongest-serving monarch.

The Queen was laid to rest with her
late husband Prince Philip at a private
ceremony at the King George VI Memeo-
rial Chapel at Windsor, near London, at
7.30pm yesterday, drawing to a close 10
daysofnational mourning.

Crowds thronged the route as the
Queen’s coffin made its way from the
abbey through ceremonial London to

The Queen’s coffin was brought yes-
terday morning on a gun carriage to the
abbey from the cavernous silence of
‘Westminster Hall, where she had lain in
rest for four full days; her lying-in-state
ended at 6.30am.

Hundreds of thousands of people had
joined “the queue” — a line stretching
for five miles along the banks of the
river Thames — to pay tribute to the
Queen, who reigned for 70 years.

Before the funeral King Charles said

Bargemaster and a Serjeant of Arms
removed the instruments of state — the
crown, orb and sceptre used in the coro-
nation — from the top of the coffin.

The moment completed a circle
started after the death of the late
Queen’s father, George VI, when the
instruments were removed from his cof-
fin and later presented to Elizabeth at
her coronationin1953.

Finally, the Lord Chamberlain, leader
of the royal household, broke his wand
of office, ising the end of his serv-

he was “deeply touched” by the support
he had received from around the world.
At the ceremony, his eyes were fixed
firmly on his mother’s coffin as the con-
gregation sang the national anthem,

ice to the late monarch, and placed it on
the Queen’s coffin alongside the flag.

An extraordinary cast of world lead-
ers attended the state funeral, whose

rows back, behind the president of
Poland and in front of the premier of the
«Czech Republic.

President Emmanuel Macron of
France and Emperor Naruhito of Japan
— making his first trip outside his coun-
try since ascending the throne in 2019 —
joined European royalty in the abbey,
where the late Queen had been married
and crowned.

The leaders of Russia, Afghanistan,
Syria and Venezuela were among those
left off the guest list.

The 10 days of choreographed mourn-
ing were intended to provide time to
grieve but also to mark the role of the
royal family as a source of continuity in

terbury, noted in his sermon that while
people of loving service “are rare in any
walk of life”, leaders of loving service
“are still rarer”.

He said the late monarch had enjoyed
“an abundant life”, adding that “those
who serve” would be remembered
longer than “those who cling to power
and privilege”.

There had this week been much
media debate on whether Britain’s
response to the Queen’s death, along
with the spectacular ceremony, was a
reminder of the country’s greatness or a
distraction from its many problems.

But while many world leaders will
attend the UN General Assembly in New
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Wellngton Arch, Defore being taKen
west to Windsor Castle for a service of
committal at St George’s Chapel.

The state funeral, the first in Britain
since Winston Churchill’s death in 1965,
ended a period of mourning that saw the
country come together to mark a dislo-
cating moment in its history but also
one of unity and continuity.
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~God Savetne King". OFQEr Of SErvice and NYTNS Were agreed

The public i i in in ion with the late Queen, to
the Queen’s coffin, still draped in the remember a woman whose reign
Royal standard, being lowered below  spanned Britain’s postwar era.

the quire of St George’s Chapel into the
royal vault, where she will lie alongside
herhusband, parentsand sister.

It came after a solemn ritual at St
George’s Chapel when the Queen’s

‘While most of the visiting dignitaries
arrived by bus, US president Joe Biden
and his wife came in an armoured vehi-
cle — but were held up in traffic. Their
delayed arrival meant they sat several

nauonal lite. Westminster Abbey has
been the site of royal coronations since
‘William the Conqueror in 1066.

The Queen’s great-grandchildren,
Prince George and Princess Charlotte,
joined the King and other members of
the royal family as the coffin processed
through the abbey.

Justin Welby, the Archbishop of Can-

YOrKthis week, Westminster ADDey was
briefly the focal point of global power as
the world remembered the late Queen.
some of the mourners wiped away
tears during the funeral service, which
began with the hymn chosen by the
Queen herself: “The Day Thou Gavest,
Lord, is Ended”.
Reports and analysls pages 263
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In mourning,
Britain has shown
it retains a desire

for national unity

Shrimsley

veryone will have their own
overriding memory of the
past 10 days but for me it was
the silences. The quiet of the
chapels as the coffin parties
did their work; the stillness of Westmin-
ster Hall even as thousands trooped
through it; the solidarity of the hush at
football grounds and other events.

Others will recall the pageantry, the
sight of the newKing greeting well-wish-
ers, The Queue or that surprising catch
in their throat as they talked about the
late Queen. Some were deeply affected,
others wanted to participate in the
biggest show in the world. Rich or
poor, young or old, royalist or republi-
can, all have shared this moment. There

FUNERAL OF QUEEN ELIZABETH Il

has been a national conversation.

Of course, for the indifferent or those
less convinced about monarchy, the
past two weeks have been a source of
irritation. Some with roots in former
colonies worry the patriotic fervour will
see the UK step back from addressing
the injustices of empire. But the over-
whelming emotions of this period seem
to have been of reflection, sadness,
introspection and the sense that thereis
aright way tobehave.

For historians, the death of the Queen
is an important punctuation mark, the
closing of a chapter in national life, a
moment to bookend a wider narrative.
Most of us are too busy to surrender to
such easy finalities, although for the
older or more nostalgic this was also a
moment of mourning for the lost ways
of their own lives. Those seeking proof
of Britain’s status will see it in the global
leaders forsaking the UN General
Assembly to flock to the funeral.

But for all, the period has been unset-
tling. It has been largely possible to

Towist
main, the
Queen’
carried d

coffin is

I

The Mall in
central London;

members

of the

I family at

John M
Ton

fury. The new government of Liz Truss,
stalled by the death of the Queen, will
now seek to cram two weeks of momen-
tum into four days before the remaining
party conferences. We are moving deep
into the electoral cycle (did we ever
leave it?) and the need to draw sharp
lines between the main parties becomes
more pressing. A government behind in
the polls, with a new leader keen to
make her mark, is impatient to get on
with things. Attention will return fully
to the problems of the NHS, rail strikes
and the cost of living.

Politics, rightly, must be about differ-
entviews and policies, even the future of
the Crown. In tough economic times

pecially, there are serious diffe
to debate. This debate and division is
central to the democratic process
enshrined in a constitutional h

But the events of the past 10 days
might sound one small warning for the
nation’s leaders. England, in particular,
is not a country that in the main craves
more division, more radical upheaval,

carry on as normal but at th time
impossible to be unaware or not caught
upinthelarger event.

Today the normal backdrop to British
life is restored. Yet as with more imme-
diate grief, the coming months will
serve as an episodic reminder of what
has gone. The coins and notes will
slowly start to change. We will continue
to stumble over the national anthem for
awhile or forget that top barristers are
no longer QCs. New passports will now
refer to His Britannic Majesty.

Politics will return to its full ferocious

pportunities to turn

nity against another. Even amid the
scottish independence debate, one
senses a degree of fatigue. After15 years
of political and economic shocks, after
the pain of the Brexit struggles and the
i ing vituperation and i
of political discourse, there is a sense
that the once undemonstrative and sta-
ble UK hasbecome an angry country. All
the main parties have played their part
inthis.

‘Yet, as with the platinum jubilee, one
senses among the mainstream of society

Thisisnota
country that
in the main
craves more
division,
more radical
upheaval,
more
chances to
turn one
community
against
another

—

=

agreater desire for unity, for a country
that s, in the words of one former prime
‘minister, “at ease with itself”.

As the waters close over the period of
mourning, politicians might do well to
notehow much the population seems to
welcome the moments of national unifi-
cation that many identified with the
Queen. The ceremony and protocol are
all designed to draw out particular emo-
tions but they are emotions many wish
to feel. It is a reminder that for all the
political noise from both sides, many,
many people like and want to show
pride in their nation. (It is no accident
that most Scottish nationalists evince no
desire to change their head of state).

As politics returns, leaders might
reflect on the rewards for those who
seem to offer again the prospect of unity
and a less fatiguing and angry debate.
Even in the hottest arguments, there is
often among people a wide common
ground awaiting those who wish to find
it. It is worth remembering that former
prime minister Boris Johnson’s promise
to “get Brexit done” was as much an
appeal to end the fighting as it was to
complete the process. For all the divi-
sions around leaving the EU, Johnson’s
positivism was key tohis success.

The political guns will never fall silent
and nor should they. Itis beyond naive
tothink that the sharp drawing of divid-
inglines will cease. But the unity of great
national moments is a reminder of a
population that might be ready to
respond to aleader who seems to prom-
ise aless furious future.
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Indians mark monarchs death with respectful indifference

GLOBAL I

degree of indifference in much of the

| John
Reed

\A/

hen Queen Elizabeth 11
passed away this

T

For Modi’s ruling Bharatiya Janata
party, actively shedding the trappings of
the Pritish Raj is part of a broader ideo-
logical project at the heart of itsidentity-
focused politics. On September 8, as
Queen Elizabeth II was dying at Bal-
moral Castle, Modi was delivering a
fiercely anti-colonial speech about how
India was “leaving behind the past”.

A R

India flew flags at half-mast over gov-
ernment buildings. And in what is argu-
ably an even more powerful symbol,
India sent Droupadi Murmu, its new
president and a ative of the

Delhi’s Coronation Park, where it stands
today.) But most Indians barely
remarked on news of the Queen’s pass-
ing,ifatall.

Notwit ding Modi’s rhetoric, it is

historically disadvantaged tribal (indig-
enous) minority, to represent it at yes-

terday’s funeral.

They have collectively

ahenrhed theairnact and

striking to a newcomer in India how lit-
tle residual anger most Indians hold
about a colonial period some historians
say stunted their country’s develop-
ment and contributed to many of the
problems with which it still grapples.

AT Hhrams Shnchi Tharnos rethornf
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V V front pages and topped

newscasts in India,
‘before people quickly moved ontoother
things: the progress of the monsoon
rains; talks on defusing a stand-off at the
‘border with China; a political row over
the siting of a semiconductor plant in
Prime Minister’s Narendra Modi’s home
state of Gujarat.

Indians have by design, policyand the
passage of time moved well clear of the
shadow of the British empire, even if
some Britons still choose to see India
through that prism.

“Ihave not seenany kind of emotional
stirring, even in the English-speaking or
middle class,” said Sushant Singh, a sen-
ior fellow at the Centre for Policy Res-
earch. “In fact, there has been a large

11 LG AT uay, LI ToUL GG
Rajpath, formerly Kingsway, the avenue
that bisects New Delhi’s British-built
government quarter, Kartavya Path
(the Road of Duty) as part of the coun-
try’s celebrationof 75 yearsof independ-
ence from colonial rule.

“Kingsway or Rajpath, the symbol of
slavery, has become a matter of history
from today, has been erased for ever,”
Modi intoned. A statue of Indian nation-
alist Netaji Subhas Chandra Bose was
unveiled under the stone canopy oppo-
site India Gate, where a statue of George
'V, the Queen’s grandfather, used to be.

The timing of Modi’s remarks was
coincidental. Helater passed on condo-
lences, speaking of the Queen’s “inspir-
ing leadership” and her embodiment of
“decency and dignity in public life”.

FINANCIAL TIMES

Ao L i paos i
are, as Narendra Modi said,
‘filling new colours to the
portrait of tomorrow’

Since taking power in 2014, Modi has
promoted a narrative of anew India that
is Hindu in culture and free of the influ-
ences of both the Muslim Mughals, who
ran India for more than two centuries,
and the British who followed. Changing
names and symbolsis part of this.

Thisis the latest chapter in a decades-
old decolonisation effort that saw
George V removed from his pedestal in
the 1960s, when the opposition Con-
gress party was in power. (The statue
was not discarded, but removed to

the revisionist history Inglerious Empire
(abestsellerin India under the title An
Eraof Darkness), last week signed a con-
dolence book at the British High Com-
mission in New Delhi praising the
Queen’s “self-abnegation, rectitude and
selfless devotionto duty”.

Indians have collectively absorbed
their past and are, as Modi said, “filling
new colours to the portrait of tomor-
row” in which Britain matters less. India
recently outflanked it as the world’s
fifth-largest economy.

A UK-India trade agreement is under
negotiation that Brexit Britain arguably
needs more than India. If Indians are
not especially stirred by the Queen’s
passing, perhaps it should not be that
much of asurprise.

FUNERAL OF QUEEN ELIZABETH Il

Abbey ceremony brings
together great and good

World leaders among 2,000 congregation at historic occasion who witness
service that reflected late monarch’s selflessness and religious steadfastness

HENRY MANCE

In life, Queen Elizabeth II inspired

iration in the world’s most powerful
people with almost mysterious ease. In
death, under a sunny London sky, she
managed the feat one last time. Rarely
has one place felt so filled with status
and so empty of malice as Westminster
Abbey did on Monday.

That much was confirmed a little
after 10am when Joe Biden and his wife
Jill arrived to take their seats at the state
funeral. The US president had insisted
on arriving by car, rather than the sug-
gested bus. Once at the Great West Door,
however, even he accepted that his priv-
ileges ran short. His path was checked
by a procession of men and women
granted medals for bravery and chiv-
alry. Biden had to wait his turn, and he
did so, with gracious smiles.

About 2,000 congregants had come
from across the British establishment,
the Commonwealth and the world.
They came not to show themselves off
but to submit themselves to the Queen’s
‘memory. For all their medals and titles,
many seemed as deferential to the late
monarch as the members of the public
who had queued for hours to see her
hodvivinoin state.

started. They found their way among
chairs with such labels as “Governor
General +1”. The invitation had offered
a choice of morning dress, lounge suit,
day dress or “full ceremonial day dress
(NO SWORDS)”. All options were on
display.

There were few celebrities: it was a
crowd dominated by leaders and public
servants. About 100 heads of state and
government attended, including the
presidents of France, Germany and Bra-
zil, the emperor of Japan, and royals
from across Europe. In a sign of the
Queen’s unifying appeal, Michelle
O’Neill, vice-president of Irish republi-
can party Sinn Féin, was also among the
mourners.

So many years have passed since the
last British state funeral — Winston
Churchill’s in 1965 — that perhaps the
country has forgotten that it is not
always quite as grand as this. Neither
the US nor French presidents attended
King George VT'sfuneral in1952.

Yesterday there were some smiles,
some furrowed brows — including from
Prince William, as he walked behind the
coffin. There were nerves. Liz Truss, the
prime minister, nearly tripped up on
her way to give a reading. Most of all
therawas the sense of wantinoto offera

The
grandeur
was
everywhere
and it was
irresistible

Vigiting

the archbishop, who in other moments
has not shied from criticising Britain’s
politicians.

By its nature, the service could not do
justice to the Queen’s warmth or the
sense of humour, which had once led
her to film sketches with James Bond
and Paddington Bear. There was no
eulogy, unlike at Diana, Princess of
Wales’ funeral, and there was certainly
none of the emotional applause that had
broken out spontaneously on that occa-
sion. The Queen’s children, grandchil-
dren and great-grandchildren sat facing
her coffin, but this was a state occasion
morethana family one.

So the ceremony fitted the Queen’s
outlook: placing the institution before
the person. Like her, it was also una-
shamedly devout. If recent public
mourning has at times treated the mon-
archy as a secular religion, the service
the Queen helped to design reflected the
attention back on her actual religion,
Christianity. She had chosen the hymns,
including her favourite “Love Divine,
All Loves Excelling”. Welby took the
words that the Queen had used to con-
sole the nation during a Covid lockdown
— “We will meet again” — and employed
them to emphasise the resurrection and
theafterlifa to come.

huge crowds
watch the
0 ’s coffin

history on
The Mall in
London, al

Tens of

thousands line coffin route

PETER FOSTER AND WILLIAM WALLIS

It was the grandest day of royal ceremo-
nies since the late Queen Elizabeth’s cor-
onation in 1953. People from across the
UK — indeed across the world — were
determined tobe a part of it.

and pri

W
took their seats in Westminster Abbey
for the state funeral, outside the streets
of London filled with hundreds of thou-
sands of ordinary people who felt drawn
tomake the journey to the capital.

The early birds won prized places
along the Mall and Constitution Hill to
watch a procession of immaculately
turned-out soldiers deliver the Queen’s
coffin from the abbey to Wellington
Arch, from where she departed London
for the last time, to be buried in the
royal vault at Windsor Castle.

As the main viewing spots filled to
capacity, other mourners spilled into
Hyde Park where they watched the
funeral service on giant screens, taking
their seats on the grass in a kind of
solemn picnic.

Many had made the effort to come
from far away, like Norma Smith, who
said she had dragged her two children
Blair, 10, and Blake, 12, out of bed in Liv-
erpool and on to a train, wearing her
union jack bucket hat for the big day.

“We had to bribe themwith the prom-
ise of ham sandwiches on the train, and
even then we only just made it,” she
said, as the sound system relayed the
first hymn from Westminster Abbey.
“But we're here, and we're part of a piece
of history.”

Tugt ag some ordinary monrners wore

says a lot. The quiet majority don’t
scream and shout, but when things like
this turn up we come together;” he said.

A disco technician calling himself
Teddy the Voice had travelled from
Milan in a union jack suit and tie. “The
Italian people truly loved Queen Eliza-
beth during her 70-year reign. This is
my way to say thank you to the Queen,”
hesaid.

Many of those attending said they had
come totake partin a piece of history, to
pay their respects to the Queen, and to
witness what they assumed would be
thebiggest funeral in their lifetimes.

They included Jeremy Hunt, former
UK foreign secretary and recent con-
tender for the leadership of the ruling
Conservative party, who had come to
the Mall with his two daughters. “It’s a
very sad day but also a very British day.
It’s bringing everyone together,” he said.

some with an eye for a business
opportunity took advantage of the
moment, hawking their wares to the
crowd: “official” programmes for £5,
roses for £3.50 and small union flags
“two fora pound”.

Despite the obvious solemnity of the
occasion, there was also a sense of a
great day out. People who, years hence,

‘It's a very sad day
but also a very British
day. It’s bringing
everyone together’

would be able to say they were present
ataroval event that mavnot he aclineed
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If anyone doubted that the funeral
would be anything other than British
majesty at its finest, their minds were
surely soon convinced. There was the
sombre spectacle of the Queen’s coffin
being carried along the nave, laden with
the imperial state crown twinkling
under the stained glass windows. There
was the brass-imbued finale of the first
hymn, “The day thou gavest, Lord, is
ended”. The grandeur was everywhere,
and it was irresistible.

It feltnatural that the Queen’s journey
should approach its end at Westminster
Abbey. It was here where she was mar-
ried in 1947 and crowned in 1953. It was.
alsowhere she was photographed on the
black-and-white tiled floor, leading to
the affectionate chess meme: “Beware,
she can moveinany direction.”

The abbey inspires humility. Its nar-
row 13th-century transepts, cluttered
with the statues of prime ministers and
the tombs of poets, push one’s gaze
upwards to the arches and roofs. (Yes-
terday, a hawk had been deployed to
ensure there were no stray pigeons in
therafters.)

The congregants had filtered in from
8am, three hours before the service

fitting end

The centrepiece wasa solemn sermon
by the archbishop of Canterbury, Justin
‘Welby, which was sufficiently brief that
it would even have pleased thelate Duke
of Edinburgh. Welby emphasised the
Queen’s selflessness. “In all cases, those
who serve will be loved and remem-
bered when those who cling to power
and privileges are long forgotten,” said
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US president Joe
Biden and wife
Jill arrive at

the funeral
yesterday, one
of about 100
heads of state

‘who attended
Jack HilWPAGetty Wmiges

ngcharles has spoken of recognis-
ing the place of other faiths. Yesterday
there was a procession including repre-
sentatives of Judaism, Islam, Sikhism
and Buddhism and other religions,
all.hough the prayers were all by those

denominations.

A.nmngﬂle most affecting parts of the
service was a two-minute silence after
the state trumpeters played “The Last
Post”, That then led into the National
Anthem. “God save The King”, the con-
gregants sang, with no reluctance.
Welby made clear that King Charles had
the “same faith” and the “same sense of
service and duty” as his mother. Mourn-
ingmoved intotransition.

‘Whether monarchists will find clo-
sure in the funeral is unclear. Over the
past 10 days, some have spoken of even
small changes — such as the appearance
of King Charles’s face on banknotes —
with trepidation, a final reminder that
their Queenis not coming back.

only the Queen could have inspired
the seale of yesterday’s service. so this
funeral, whose music will long resonate
in the ears of millions, will become yet
another legacy thatis hard foranyone to
follow.
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suits and ues 50 central London was
also dressed in its ceremonial best, as
the city provided the backdrop for an
event that was expected to be watched
by 20mn people in the UK and millions
more worldwide.

The streets around Westminster were
stripped of features that might break
the spell of the pageantry. Union jacks
hung not just all the way down the Mall,
‘but also from the doorways of the hotels
and clubs of St James’s.

The lucky few who made it ringside
saw a military procession nearly a mile
long, including drummers from the
Royal Marines draped in leopard and
tiger skins, Grenadier Guards in bear-
skin hats, and the Household cavalry
with breast plates and plumed helmets.

Ninety-eight sailors from the Royal
Navy towed the gun carriage carrying
the Queen’s coffin on its 45-minutejour-
neyLuWelhngumArdn asBigBentolled

for decades.

As the Queen’s coffin passed along the
processional route, there were frenetic
attempts to capture the moment on
smartphones. Children stood on railings
dlingingtotheir parents for support.

Among those who had dressed intheir
best for the day was Pear] Thompson, an
83-year-old mother of 14 who was born
in Jamaica and had an affection for the
Queen because of the motherly role she
played as head of the Commonwealth.
“she was humble and kind and always
smiling. Like me with my children, if
they do anything wrong I'speak to them
lovingly. 1 never heard of the Queen tell-
ing someone off,” she said.

Many of those who shed tears said the
Queen’s death had caused them to
reflect onlosses in their own families.

Elisha Raj Sidhu, a 27-year-old para-
legal who recently lost her grand-
mother, said the scene had blended
ing personal with the grander

“It’s only pomp and ceremony, but
‘you can’t take that away from the Eng-
lish,” said David Payne from Southend
in Essex, who saw the occasion as a great
unifier, bringing together people from
all walks of life and across the world. “It

sweep of history. “Granted, we’re all
incredibly far from the Queen,” she said,
clutching a bunch of red roses. “But the
royal family, with all their power and
positions, also lost a grandmother, just
like me, and like every other family.”
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INTERNATIONAL

Brussels seeks greater crisis-fighting powers

Proposed rules aim to ease
pressures caused by events
such as war and pandemic

JAVIER ESPINOZA — BRUSSELS

The “single market emergency instru-
ment” would give the commission, the
executive body of the EU, ample space
to declare an emergency. Brussels would
then be able to trigger interventionist
measures to ensure the availability of

and inventory. The proposals, which
need to be debated with member states
and the European Parliament, are
unlikely to become law for several
months but could be in place before
the current commission ends its man-

Brusselsi: gency powers to
force member states to stockpile key
products and break contracts during a
crisis such as the war in Ukraine or the
coronavirus pandemic, according to
plans revealed by the European Com-
‘mission yesterday.

Thelegislation, which intends to facil-
itate public procurement of critical
goods and services, would deter the
world’s leading exporters, such as
China, from initiating similar measures
without first informing the commission.

goods — for example, by facilitating the
ion or repurposing of preduction
lines, the EU said.

Thierry Breton, internal markets
commissioner, said the new legal tool
would “provide a structural answer to
preserve the free movement of gm)ds

‘We must make [the single
market] stronger. We need
new tools that allow us to
react fast and collectively’

P vicesin

“The best way to manage a crisisis m
anticipate it, to reduce its impact or to
prevent it from happening,” he said,
adding that the new rules would allow
Brussels to ask companies for informa-
tion about their production capacity

date in 2024. They are likely to require
the approval of a qualified majority of
EU states.

Breton said the new instrument
‘would also allow regulators to prevent
the fragmentation of the internal mar-

ket. “We have clearly seen that in times
of crisis, member states are tempted to
introduce internal restrictions on the
internal market (restrictions on exports
of masks, cereals, border closures) and
discriminatory measures (double fuel
prices), aggravating the effect of the cri-
sis,” hesaid.

Margrethe Vestager, the EU’s execu-
tive vice-president in charge of competi-
tion, said: “The Covid-19 crisis made it
clear we must make our single market
operational at all times, including in
times of crisis. We must make it
stronger. We need new tools that allow
ustoreact fast and collectively.”

‘While member states agreed on the
need to protect the single market in
times of cnsls diplomats said many

d concern when i

2

officials presented the plans last week,
with some arguing that they would go
too far in allowing Brussels to intervene
in corporate operations. Others accused
Brussels of seeking to boost its powers
without carrying out proper impact
assessments of the proposed measures.

Former eastern bloc countries in par-
ticular were wary of a “command econ-
omy”, one EU diplomat said, adding:
“It’s very sensitive. Member stateshave
alot of questions”

Officials said the EU needed to be bet-
ter prepared to react to the next supply
chain crisis. Several other countries
already have measures in place for stra-
tegic reserves and priority orders, such
asthe Us Defense Production Act.
Additional reporting by Andy Bounds in
Brussels

Iran woman’s
death after
police arrest
stirs protests

NAJMEH BOZORGMEHR — TEHRAN

Protesters clashed with security forces
in Iran’s biggest cities and across its
Kurdish region yesterday as anger
mounted over the death of a 22-year-
old woman after she was detained by
theIslamic republic’s morality police.

The death of Mahsa Amini, a Kurdish-
Iranian who was on a visit to Tehran, has
rocked the nation. Amini was arrested
by the morality police last Tuesday
accused of wearing tight trousers that
contravened the republic’s obligatory
Islamic dress codes for women, Tehran
police confirmed yesterday.

While Iranian officials have denied
she was killed while in detention, sug-
gesting a heart attack put her in a coma
for four days before she was released,
her death has sparked calls for the aboli-
tionof the strict dress codes.

Protesters clashed with security
forces in Tehran, witnesses said, with
scores of women removing headscarves.
Protests in north-western Kurdistan
province have continued since Amini’s
funeral on Saturday. In the city of
Divandarreh, social media showed gun-
fire between security forces and protest-
ers, while businesses across the region
went on strike. Protests in the central
city of Isfahan and Rasht on the Caspian
Seawerealso reported.

“The whole [of] Iran is in blood: from
Kurdistan to Tehran,” students at Amir
Kabir University in Tehran chanted yes-
terday. Others shouted: “Beingkilled for
scarves? How long will this humiliation
last?” At Tehran university students
chanted: “Women; life; freedom”.

“Kurdistan is shut down as people
remain furious about what happened to
their innocent girl,” a Kurdish activist
said. “Can’t they see that Kurdish
women took off their scarves at her

eral?”

Tehran’s police chief, Brigadier Gen-
eral Hossein Rahimi, repeated asser-
tions yesterday that Amini was not
harmed. He said there was no camerain
the van used to arrest her but there were
witnesses who proved she was unin-

Japan
Typhoon
prompts fears
of floodsand
landslides

Extreme weather hits Aki and,

A powerful typhoon tore through
south-western Japan yesterday,
‘bringing viclent winds and torrential
rain that left at least one dead, dozens
injured and more than 300,000
households without power.

After making landfall near the city of

ima in the southern island of
Kyushu on Sunday, Typhoon
Nanmadol headed north-east as
authorities issued warnings of floods
and landslides.

The typhoon later passed through
Shimane prefecture, packing winds of
100mph. While the highest level of
‘warning in Kyushu was lifted, officials
at the Japan Meteorological Agency
urged affected regions to remain on
alert and evacuate as needed.

“There is a risk of heavy rain and
violent winds on Tuesday in western
and eastern Japan. We must continue
o be highly vigilant,” an official said.
The agency predicted that up to
400mm of rain could fall in the Tokai
area, south-west of Tokyo, by this

Russia nearly
hit nuclear
plant with
missile strike,
says Kyiv

ROMAN OLEARCHYK — KYIV

A missile strike by Russian forces nar-
rowly missed a nuclear power plant in
southern Ukraine, officials in Kyiv said,
days after an international watchdog
warned that shelling at another atomic
energy site risked causing a serious
incident.

Ukraine’s president Volodymyr Zelen-
skyy said yesterday the strike almost hit
the Pivdennoukrainsk nuclear power
plant located in the Mykolayiv region,
about 200km north of the southern
frontline of fighting between Russian
and Ukrainian troops.

“At night, a missile fell 300 metres
from the Pivdennoukrainsk nuclear
power plant,” Zelenskyy said in a Tele-
gram channel post, including video
footage purporting to show the strike
and subsequent explosion. “Russia
endangers the whole world. We have to
stopitbeforeit’stoolate,” he added.

Energoatom, Ukraine’s state nuclear
power company, said three reactors at
the plant continued to operate and
nobody was injured. It added that about
100 windows at the site’sbuildings shat-
tered and a brief power cut occurred.

Ukraine energy minister German
Galushchenko yesterday accused Mos-
cow of adopting a “nuclear terror” strat-
egy following the invasion by Russian
troopslaunched in February. “Russia, in
desperation, is putting the world on the
brink of a nuclear catastrophe,” he said.

Moscow did not immediately confirm
ordeny the strike.

Ukraine and Russia have repeatedly
accused each other of artillery strikes at
another atomic energy site — the Zapor-
izhzhia nuclear power station, located
in the southern town of Energodar.

The International Atomic Energy
Agency, the UN’s nuclear watchdog, on
Thursday urged the Kremlin to surren-
der control of the Zaporizhzhia plant,
warning that “persistent violent
actions” at the site increased the risk of
“anuclear accident or incident”.

The TAEA’s board adopted a resolu-
tion calling on Russia to “cease” all
actions at and against the nuclear plant,
and any other in Ukraine, to “ensure
their safe and secure operation”.

More than 80 people have been the surrounding prefecture were Russian forces have in recent days
injured in the storm, according to state | warned to seek shelterin the stepped up missile attacks on critical
broadcaster NHK. One person in his sturdiest buildings and, if possible, infrastructure including electricity gen-
60s was found dead in his car in to take refuge on higher floors. erators and a reservoir dam in Zelen-
Miyazaki on the eastern side of The evacuation warnings for skyy’s hometown, Kryviy Rih.

Kyushu, according to a local official, millions of people issued by local It follows a Ukrainian lightning coun-
after one part of the prefecture was authorities are —a ter ive in the north-eastern
deluged with nearly 1 metre of rain. status that, in the past, has meant Kharkiv region that forced Russia’s
large numbers remained in their army to surrender more than 3,000 sq
@ 3 £ . homes beyond the point when they km of territory. It was the biggest mili-
Tbere 1) a'l‘lSk th.ca\r)' could easily mnvet?)oa shelter. tary success by Ukraine’s forces since
rain and violent winds in Japanese media reports said tens they repelled Russia’s attempt early in
of thousands of people had relocated thewar to capture the capital Kyiv.
the west and ea';t" WE . to evacuation centres as electricity Ukraine last week said it had uncov-
must be hlghly v1gllant ‘was cut, while mobile phone ered amass grave of more than 440 peo-
netww)rks bal:tled to remain ple in the northeastern city of Izyum

Rain, wind and th ms have that was recaptured as part of theopera-
caused significant disruption to raj.l Theexpemd u'a]ectory mapped tion. It said the discovery was further
ferry and air traffic services, promp! by the evidence of war crimes committed by
widespread cancellations yesterday. showed the typhoon headmg Russian forces. Yesterday Russian presi-

Fumio Kishida, prime minister, towards the south-western region of dent Vladimir Putin’s spokesman
delayed his flight to New York to attend | Japan’s main island of Honshu Dmitry Peskov said the claims were

the UN General Assembly by a day as

government officials held meetings to

assess the damage from the typhoon.
Ahead of the storm’s landfall on

yesterday and continuing north-east
on Tuesday.

Tokyo was not near the centre of
the typhoon’s expected path.

untrue.

Inaninterview this weekend on CBS’s
60 Minutes, US president Joe Biden said
Ukraine was “defeating Russia”, adding

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F20&ts=20220919192253&uq=20220804103507
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jured. Police CCTV videos show she
Iked out of the van befc

above, Miyazaki — cyodoNewsiar
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morning.

| sunday, residents of Kagoshima and

| Kana Inagaki and Leo Lewis, Tokyo

that victory meant “to get Russia out of
Ukraine completely”.
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UK pledges further £2.3bn for Ukraine war effort next year

GEORGE PARKER — LONDON

Liz Truss will this week tell world lead-
ers that Britain will next year match or
exceed the £2.3bn it committed to
Ukraine’s war effort against Russia in
2022, on her first overseas trip as UK
prime minister.

Truss, who met many leaders on the
margins of Queen Elizabeth’s state
funeral in London yesterday, arrives in
New York today with a hawkish com-
mitment to stand by Ukraine for the
longhaul.

Speaking ahead of the trip, Truss
vowed to the people of Ukraine: “The
UK will continue to be right behind you
every step of the way.” She will repeat
‘that message in an address to the UN
general assembly tomorrow.

Her trip to New York, where she will
also hold bilateral talks with US presi-
dent Joe Biden, marks the return of nor-
mal politics in Britain after 10 days of
national mourning and the start of a
crucial week for her Conservative gov-
ernment.

‘Tomorrow, Jacob Rees-Mogg, busi-
ness secretary, will set out more details
of an energy bailout for companies,

while on Thursday, Thérése Coffey,
health secretary, will present a plan to
shoreup a struggling NHS.

Later, Truss will be back in London to
see Kwasi Kwarteng, the finance minis-
ter, deliver tax cuts as part of a mini-
Budget on Friday that will focus on her
plan to boost Britain’s sluggish eco-
nomicgrowth rate.

The opposition Labour party, which
hasrefrained from political attacks dur-
ing the mourning period, will resume
criticism of Truss, claiming her govern-
ment will favour the rich and profitable
bigbusinessover ordinary people.

Sir Keir Starmer, Labour leader, will
target Kwarteng’s plan to scrap a cap on
bankers’ bonuses, his refusal to impose
an expanded windfall levy on energy
companies and his plan to reverse a cor-
poration tax increase.

Ed Miliband, shadow climate change
secretary, said: “From ducking a wind-
fall tax to giving bankers bonuses whilst
working people suffer, Liz Truss is con-
firming what we’ve known all along:
that Conservatives will never stand up
for the British people.”

Kwarteng will argue his massive state
intervention to hold down energy bills

* FINANCIAL TIMES

proves heis helping ordinary people. He
claims that tax cuts generate growth,
evenif they are funded by borrowing.

‘Truss, foreign secretary in Boris John-
son’s government, will use her speech at
the UN to urge the west to step up sup-
port for Kyiv following Ukraine’s suc-
cesses on the battlefield against Russia.

Truss has previously said Moscow
mustleave the “whole of Ukraine”: aref-
erence to her belief Russian president
‘Vladimir Putin should also pull his
forces out of Crimea, which he invaded
in2014.

Downing Street said the UK was

Reclaimed land: a Ukraine armoured
vehicle in the Kharkiv area last week

already the second-largest military
donor to Ukraine, committing £2.3bn in
2022.

Britain has trained 27,000 members.
of the Ukrainian armed forces since
2015, and the prime minister’s office
said the UK had provided hundreds of
rockets, five air defence systems, 120
armoured vehicles and other equip-
ment.

Truss’sallies claim that last week saw
the largest commercial road movement
of ammunition since the second world
war. Tens of thousands more rounds of
'UK-donated artillery ammunition went
tothe frontlines in Ukraine.

Truss’ bilateral talks with Biden will
cover issues including Ukraine and the
stand-off between Britain and the EU
over post-Brexit trading arrangements
in Northern Ireland. Biden has already
told Truss to seek a negotiated settle-
ment withthe EU on the issue.

Truss will also hold talks today with
French president Emmanuel Macron,
who has paid eloquent tribute to the
Queen and to Anglo-French relations in
recent days. During the Tory leadership
contest, Truss said that “time will tell”
whether Macron was “friend or foe”.

INTERNATIONAL

Arab Israelis
disillusioned

after Abbas’s
coalition stint

Failure to deliver could discourage
Palestinians taking partin election

JAMES SHOTTER — NAZARETH

Mansour Abbas’s decision to take his
Islamist Ra'am grouping into a sprawl-
ing, eight-party coalition last year was
hailed as a taboo-breaking moment in
Israeli politics. Itwastheﬁrstﬁme inthe
country’s history that an ind d

we are in the salon of the Israelis in Tel
Aviv. Noone canignore us.”

The eight-party coalition deal struck
last year included a pledge to direct
Shk3obn ($8.7bn) in much-needed
funding to the Arab community and a
further shkz.. Sbn to fight the crime

flicti

Arab party was part of govemmenz

But the coalition’s acrimonious col-
lapse after just 12 months in power has
left Israel facing its fifth election in
under four years. Polls suggest that
despite Abbas’s gambit, the level of Arab
voter discouragement has gone up,
rather than down, over the past year.

“1didn’t feel any change whatsoever,”
said Ibrahim Hassan, a 21-year-old
working in a cake shop in Nazareth, of
Abbas’s involvement in parliament.
“There is a difference between Arabs
and Jews. They have better rights. We
have less. We have less than less.”

Palestinian citizens of Israel make up
about a fifth of the country’s 9.4mn-
strong population. How, and whether,
they vote could play a significant role in

‘People will say that even
though you were in the
coalition, you did nothing’

Ahmad Tibi, Arab politician

what is expected to be a knife-edge elec-
tioninNovember.

In Israel’s coalition-heavy political
system, small parties can be influential
in government formation. In last year’s
election, Ra'am’s support helped the
coalition, led by Naftali Bennett and
‘Yair Lapid, eke out a one-seat majority.

This time, surveys predicta deadlock,
with both the outgoing coalition and the
rightwing opposition, led by Benjamin
Netanyahu, short of a majority. But a
low turnout among Arab voters and the
failure of Arab parties to make it over
the electoral threshold could help tilt
the scales in Netanyahu's favour.

Arab parties had shied away from
joining Israeli governments, arguing
that doing so would betray the Palestin-
ian cause. Ra’am’s decision to break
ranks deeply split Palestinian opinion.

However, Abbas's backers argue that
given the remote prospect of a polmcal

But by the time the government fell,
only a fraction of the money had been
spent. Ra'am’s other signature achieve-
ment — the passing of a bill to allow
Arab homes built without permits to
connect to Israel’s electricity grid — was
neutered by amendments demanded by
rightwing coalition partners.

On the streets of Nazareth, home to
Israel’s largest Arab population, many
voters are deeply frustrated at Arab pol-
iticians’ inability to alleviate the prob-
lems the community faces, which range
from pervasive discrimination to rising
violence and economic hardship.

“We just see [politicians] at weddings
and funerals. [ am someone who works
on this street every day and I don’t see
them at all,” said Tawfiq Ali Musa, who
runs a small store selling snacks. “They
need to pay a price for the fact that they
didn’t help. I didn’t vote last time . ..
Now Iam even feeling that Ishould per-
suade people toboycott the election.”

Ra’am’s rivals say the lack of impact
shows that it was a mistake to join the
government. “To be ina coalition that is
much more rightwing than the Netan-
yahu government, with no achieve-
ments for the Arab minority and with
catastrophic votes against our people —
it's a big mistake,” said Ahmad Tibi, a
leading politician in the Joint List, an
alliance of Arab parties from which
Ra’am split beforejoining the coalition.

“The direct influence of [R&’am’s stint
in government] will be bringing down
the [Arab] turnout. Because people will
say that even though you were in the
coalition, you did nothing.”

Polls suggest turnout among Arab
voters could fall to about 40 per cent,
down from around 45 per cent last year
and a far cry from the 65 per cent who
voted in 2020. But an even blgger
impact could
Ilon of the Joint List, which split further
on Thursday, raising the risk that none
of its parties enters parliament.

With opinion polls previously putting

toths-' 1i-P

flict, and the insti discrimi-

yahu's bloc just short of the 61

nation that Palestinian citizens face in
Israel, joining the government was
worthwhile as it was a chance to push

y seats needed to form a
government, analysts say these two fac-
tors could help him inch over the
I.hreshnld Mureﬁuldamenm]ly the dJs—

‘Thereisa
difference
between
Arabs and
Jews. They
have better
rights. We
have less.
We have
less than
less’

Arab worker

Knesset: the
coalition’s joint
leader, Naftali
Bennett, left,
with Mansour
Abbas last year

Renen ZnsuryReuters.
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policies that would improve their daily
lives. “The Zionists want us to be invisi-
ble all the time. The question is how we
change this situation to be visible in the
public sphere,” said Rassem Khamaisi,
an urban planner and professor at the
University of Haifa. “Now [following
Ra’am'’s decision to enter government],

DTG ATaE TS
mounting frustration in Palestinian pol-
itics, according to Raef Zreik, a Palestin-
ian jurist and scholar. “To be part of
Israeli politics is not promising. But to
be out of Israeli politics is not promising
either. So people in this sense are more
and more frustrated by politics.”

Fauci fears Covid anti-vax

threat to child disease jabs

JAMIE SMYTH — WASHINGTON

Joe Biden’s chief medical adviser has
warned that the demonisation of Cov-
id-19 jabs could spill over into child-
hood immunisation programmes and
lead to outbreaks of disease.

Dr Anthony Fauci said that political
divisions in public health were prevent-
ing a “laser-beam focus” on the com-
mon enemy — coronavirus. Some US.
states were not promoting Covid vacci-
nation, while Congress was blocking bil-
lions of dollars of funding, both of which
were holding back the national response
tothe pandemic, hesaid.

“I'm concerned that the acceleration
of an anti-vaxxer attitude in certain seg-
ments of the population . . . might spill
over into that kind of a negative attitude
towards childhood vaccinations, which
would be very tragic,” said Fauci.

The state of New York declared an
emergency this month following the

Rockland also suffered a measles out-
break in 2018-19, which saw 312 people
fall sick and was linked to low measles
vaccinationratesin the county.

In July, the World Health Organiza-
tion released data showing the largest
sustained decline in global childhood
vaccinations in three decades.

Arecent study suggested only a1per-
centage point fall in US coverage rates
for the main childhood vaccinations
between 2020 and 2021. But the Biden
administration is concerned anti-vax
attitudes could spread. Just two-thirds
of Americans have received two Covid
jabs while only a third have got a
booster, well below the rate in most
other developed nations.

Public health officials need to coun-
teract misinformation on social media
and build public trust in vaccines, said
Fauci. He called on state governments
and Congress to “pull together”.

Fauci, who has become a focus for

detection of poliovirus in in
several counties. In July, doctors diag-
nosed the first case of paralytic polio in
the USinadecade in Rockland, a county
that has a poliovirus vaccination rate of
60 per cent for children aged two years
— well below the 95 per cent level
needed for herd immunity.

publi criticism of the Covid
response, did not name any politicians
who have allegedly fuelled anti-vax sen-
timent. Butseveral health experts have
criticised prominent Republican gover-
nors, including Ron DeSantis in Florida
and Greg Abbott in Texas, for leading
efforts to block vaccine d
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INTERNATIONAL

Biden reiterates willingness to defend Taiwan

President’s warning is first
since Beijing reacted
angrily to Pelosi visit

DEMETRI SEVASTOPULO — WASHINGTON

President Joe Biden said the US would
defend Taiwan from a Chinese attack, in
a strong warning to Beijing one month
after China held large-scale military
exercises in response to House Speaker
Nancy Pelosi’s visit to Taipei.

Asked inan interview on Sunday with
CBS News’s 60 Minutes whether he

would deploy US forces to defend Tai-
wan from Chinese military action,
Biden replied: “Yes, if in fact there was
anunprecedented attack”.

When pressed again on whether the
US would send for defend Taiwan,

time he has done so since China reacted
furiously to Pelosi’s visit with the
unprecedented move of firing ballistic

missiles over Taiwan.
Biden mad imi about

in contrast to the situation in Ukraine,
the president said: “Yes”.

Yesterday, a Chinese foreign ministry
spokesperson said Beijing “deplores and
rejects” Biden's and had reg-

Taiwan in Japan in May. At
the time, he said US policy on Taiwan
had not changed. But his comments
have been viewed as diluting Washing-
ton's decades-long policy of “strategic

istered “solemn complaints” with the

US, according to Associated Press.
Biden has issued three similar warn-

ings in the past, but Sunday was the first

Under the policy, the US does not
specify whether it would defend Tai-
‘wan, in an effort to discourage Taipei
from declaring independence and deter

«China fromusingforce to press its claim
of sovereignty over the island.

Some experts have urged the Biden
administration to adopt a policy of
“strategic clarity”, sending a stronger
message to Beijing as the Chinese mili-
tary increases its aggressive activity
around Taiwan. But others said his
comments had created a new kind of
confusion.

The White House said on Sunday that,

i ing Biden's cl

about defending Taiwan, US policy on
‘Taiwanwas the same.
“In my view, ‘strategic ambiguity’ is

beingeroded, but what is replacingitis
closer to ‘strategic confusion’ than ‘stra-
tegic clarity’,” said Bonnie Glaser, a
China and Taiwan expert at the German
Marshall Fund.

Biden’s remarks came days after the

or the seizure of Taiwan’s offshore
islands.

US and Chinese officials are also dis-
cussing the possibility of Biden and his
counterpart, Xi Jinping, meeting in per-
son for the first time as leaders at the

Senate foreign relations

G20 in Ind iain b

passed the Taiwan Policy Act, a bill to
authorise $6.5bn in funding for weapons
and military training for Taiwan. The
bill would also force the president to
impose sanctions on major Chinese
state-owned banks if Beijing escalated
its aggression towards Taiwan, which
could include actions such as a blockade

China accuses the US of diluting the
“one China” policy, under which the US
recognises Beijing as the government of
China but only acknowledges, without
endorsing, its view that Taiwan is part of
China.

Aa‘diti-lmal reporting by Tom Mitchell in
Singapore

Mexican
opposition
split by bill to
boost army

DAVID AGREN — MEXICO CITY,

The government of Andrés Manuel
Lopez Obrador has received a boost
ahead of state elections next year after
a plan to give more power to Mexico’s
military fractured an already wealk
opposition coalition.

A constitutional amendment authoris-
ing the defence ministry to oversee pub-
lic security until 2028 was passed last
week after the Institutional Revolution-
ary Party (PRI) — one of three opposi-
tion partners — dropped its opposition
and supported Lopez Obrador’s plan.

Alejandro Moreno, the PRI's leader,
was facing accusations of corruption
and critics claim his volte-face was
aimed at protecting himself from prose-
cution, which he denies.

“What happened was completely pre-
dictable,” said Fernando Dworak, a
Mexican political analyst. “The entire
traditional political class has skeletons
inthe closet and is especially vulnerable
toanyscandal”

The PRI voted with the ruling Morena
party and its allies to overcome the two-
thirds threshold necessary for altering
Mexico’s constitution. The lower house
of congress app: d the ds

West Africa. Currency crisis
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Nigeria’s oil output has hit a 32-year low
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Nigeria dollar shortage batters economy

Airlines and investors hit by

lack of US money as nation fails

On the supply side, dollar revenues
from oil have plummeted because of
massive theft, pushing down official
dail

on Wednesday night and it now moves
tothe Senate.

In response, the PRI’s partners — the
National Action Party (PAN) and the

SR P e e

to profit from rising oil prices

AANU ADEOYE AND DAVID PILLING
LAGOS

ily production of crude to 1.1mn bar-
rels, far below Nigeria's Opec quota of
1.8mn b/d. Angola has now usurped
Nigeria as Africa’s biggest oil producer.
Nigeria’s petrol subsidy, under which
I,

T — PR

which reached a 17-year high of 19.6 per
cent in July. The central bank has raised
interest rates by 250 basis points to 14
per centsince May.

Nigeria has a complex and opaque
exchange rate regime with multiple
exchange rate “windows”. The central
bank seeks to manage limited supply

Mt £ AN e

At

the oil price crash of 2014, when prices
fell by 52 per cent in six months. The
federal government, which collects
taxes worth only 6 per cent of GDP, one
of the lowest rates in the world, earns
the bulk of its revenue and almost 90
per cent of its foreign exchange from oil
exports. Data from the national statis-
n

Nigeria had become less attractive for
foreign investors, partly thanks to the
difficulty of repatriating revenue.

“The FX market is very tight in terms
of liquidity,” she said. “Nigeria relies sig-
nificantly on oil inflows, but you need
other flows of capital like remittances,
most of which do not go through official

Al
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The opposition is now in disarray
ahead of state elections next year in two
longtime PRI strongholds — Coahuila in
northern Mexico and Mexico state,
which surrounds Mexico City on three
sides — and the 2024 presidential elec-

tions.

“If the bet is on tossing the alliance,
they’re condemning themselves to
defeat beforehand,” said Aldo Mufioz,
political science professor at the Auton-
omous University of Mexico State.
“Their level of competitiveness is not
enough to win elections in Coahuila and
Mexico state.”

Critics accuse Moreno of switching his
position on militarisation to protect
himself from accusations of misappro-
priating public money and owning lav-
ish properties, levelled at him by the
president's allies. Moreno has denied

ing and says the clai

Sotightis the supply of dollars in Nigeria
these days that even big global airlines
are struggling to repatriate revenue
from ticket sales. Emirates said it would
suspend flights to and from Nigeria
from September, only resuming flights
to Lagos when the central bank released
$265mn of the estimated $464mn that
airlinessay it was sitting on.

Currency traders and i say
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fuel in the world ($0.40/litre), means
the federal government receives less
revenue. The higher the oil price, the
‘bigger the gap between the real and the
subsidised price and the higher the bill
for the government. Nigeria will spend
an estimated $9.6bn on petroleum sub-
sidies this year, about 2 per cent of gross
domeshc product and almost 10 times

amount.

Nigeria’s chronic dollar shortage, a con-
stant complaint of businesses operating
in the country, has recently tipped into
crisis. The naira, which trades officially
at N421 to the dollar, has fallen to N700
on the parallel market, with talk that it
could weaken further. “It’s really a per-
fect storm,” said Iyin Aboyeii, a fintech
entrepreneur in Lagos. “No one could
have foreseen it: luw oil production and

high dollar dem:

Political parties also scrambled for
dollars to hand out to delegates in presi-
dential primaries held in May and June,
pushing demand and supply further out
ofkkilter. Central bank governor Godwin
Emefiele might have compounded the
pmhlem by warning politicians I}lat

ht changing naira into d
onthe black market would be arrested.

The collapsing naira makes imports
more expensive, stoking inflation,

AL W PLIVLILSE AUUGALUL UL UUIALS W
areas of the economy, such as agricul-

‘It’s really a perfect storm.
No one could have foreseen
it: low oil production and
high dollar demand

ture, that it deems a priority. Last year,
the bank stopped selling dollars to
bureau de change operators to guard its
limited reserves of $38bn, further
spooking the market.

Investors complain that the multi-
window system is unnecessarily
opaque. Those who receive dollars can
buy naira on the black marketin a gam-
bitknown as “round tripping”.

Nigeria’s dollar crisis hasits origins in

LGS AEENICY PUL INIZELAS LIUL-UIL EXPULL
earnings in 2021 at $16bn against
$145bn from crude oil sales.

_ Years of under-investment in oil

icture have eroded production,

meaning Nigeria has not benefited from
the higher oil prices resulting from Rus-
sia’s invasion of Ukraine. Widespread
crude oil theft, estimated by the Nige-
rian National Petroleum Company at
400,000 barrels daily, has depressed
production. Some pipelines have sus-
pended operations, including a Shell
installation that shut downinJune.

Nigeria's other sources of foreign
exchange earnings have also dipped.
Foreign direct investment in 2021 was
just below $700mn, down from $3.1bn.
at the start of President Muhammadu
Bubhari’s tenure in 2015.

Mosope Arubayi, at IC

Caners.

Half a dozen analysts and executives
interviewed by the Financial Times,
who declined to be named for fear of
central bank retribution, said the bank’s
policies were damaging the investment
environment.

“They give you no indication of when
you'll be able to get your money out of
the country;” said one executive, adding
that their company would make no fur-
ther investments until the matter was
resolved. “Investors walk away.”

Experts said there would be no signifi-
cant change of strategy before presiden-
tial elections to be held next February.

But Charlie Robertson of Renaissance
Capital said the central bank might only
be delaying the inevitable. “In the face
of economicrealities, you don’t have the

fight th forever.”

Group, an investment consultancy, said

David Pilling see Opinion

pnhﬂca].ly motivated.

The PRI previously voted against
Lépez Obrador’s proposal for placing
the national guard under military com-
mand, even though the constitution
mandates it have civilian leadership.
Moreno tweeted on September 3: “My
vote is AGAINST militarisation of the
#National Guard.”

Days later, Moreno presented a pro-
posal for extending the military control
over public security, which met with
Lépez Obrador’s approval.

India’s BJP accused of ‘resort politics’ to convert opposition state legislators

JOHN REED AND JYOTSNA SINGH — RANCHI

The man who runs India’s eastern,

mineral-rich Jharkhand state survlved
fid vote after an

stormy legislative session this month
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Inanimpassioned speech to the assem-
‘bly shortly before the vote, chief minis-
‘ter Hemant Soren accused Prime Minis-
‘ter Narendra Modi’s Bharatiya Janata
party of “nibbling: away" athis state gov-
ernment “like mice”.

“When they cannot take us on politi-
cally, the BJP has been trying to destabi-
lise popularly elected opposition-ruled
states, one by one,” he said. “They are
tryingto tupplethe sl.ateguvemmem by

Soren provlded o evidence of brib-
ery. But politicians and analysts say the
scenes in Ranchi, Jharkhand’s capital,
‘were part of an intensifying struggle
over who controls India’s regions. And
‘while Soren won the “trust vote”, other
state governments have been toppled in
the past two years after legislators from
other parties switched to the BJP.

Politicians and analysts say that
poaching rival parties’ assembly mem-
‘bers with money or favours is a long-
standing feature of Indian regional poli-
tics, also practised by opposition
groups. But Asim Ali, a political analyst
and columnist, said the current drive

parliament in New Delhi and the
attempts to topple regional govern-
ments come two years ahead of national
elections, where the party will seek re-
election for a third term against an
increasingly divided opposition.
“InIndia, MLAs (members of the leg-
islative assembly) and MPs are not very
ideologically bound,” Ali said. “If you
give them alot of money, they can easily
shift, and voters don't punish MLAs who

BJP officials did not respond to
requests for comment. However, party
figures have denied paying off legisla-
tors and dismissed as smears opposition
party suggestions they have done so.

At the Jharkhand assembly session,
Nilkanth Singh Munda, a senior BJP
leader in the state, hit back. The ruling
‘United Progressive Alliance, a coalition
that includes Soren’s party, was keeping
its MLAs on-side by taking them on paid
trips because of “its own lack of faith in
them”, Mundasaid.

A few days before the crucial Septem-
ber 5“trustvote”, the UPA sought to pre-
vent MLAs from the coalition defecting

‘was part of an “i project” to

“paint the country orange” — a refer-

ence to the BJP's official saffron colour.
Modi’s BJP has a firm majority in the

by flying 32 of them on a chartered jet to

neighbouring Chhattisgarh state.
Indians have coined the phrase

“resort politics” to describe the increas-

* FINANCIAL TIMES

ingly common practice of flying MLAs
onjunkets in order tokeep them out of
reach of rival parties.

In June, the government of Maharash-
tra state slipped from the grasp of the
Shiv Sena party and was replaced by a
BJP-led coalition. This came after a 10-
day odyssey in which breakaway MLAs
criss-crossed the country.

Eknath shinde, a Shiv Sena MLA who
switched his loyalty to the BJP, led
“rebel legislators” first to BJP-governed
Gujarat, then to two other states con-
trolled by the ruling party: Assam in
India’s north-east and Goa in the west.
The journey, followed closely by Indian

Hemant Soren, Jharkhand state

fid vote

media, ended on July 1when a SpiceJet
planebrought the rebels back to Mahar-
ashtra and a new BJP-led state govern-
ment was installed with their support.

since 2019, the BJP has also won con-
trol of Karnataka state, home of India’s
tech capital Bangalore, and the central
state of Madhya Pradesh. Modi’s oppo-
nents describe the state takeovers as
part of a broader drive to consolidate
BJP dominance of politics, media and
other areas of publiclife.

In New Delhi’s national capital region,
deputy chief minister Manish Sisodia
claimed last month the BJP had prom-
ised to drop cases against him stemming
from an excise duty scandal if he agreed
todefect.

InJharkhand, many of whose inhabit-
ants are members of India’s indigenous
tribal minority, some say the struggle
for control of state governments is not
just about amassing political power, but.
also resources. “Coal, bauxite, gold, dia-
monds, we have everything here,” said
Supriyo Bhattacharya, a spokesman for
Jharkhand’s governing UPA coalition.

“In smaller states, it is very easy to
destabilise governments by corporate
lobbying,” said Sudhir Pal, an analyst.

You justhave to buy 15 MLAs to desta-
now.”

leader, survived a

Short shrift Hedge funds are boosting their bets against long-only asset managers as stocks and bonds retreat © markets

Companies & Markets

Norway’s oil
fund calls for
renewed focus
on ESG agenda

e Chiefraises fears over US ‘backlash’
e Downturn puts investor zeal to test

RICHARD MILNE — OSLO

The head of the world’s largest sover-
eign wealth fund has urged investors to
stay focused on environmental, social
and governance issues, warning of a
“real danger” that economic turmoil
and a political backlash in the US will
i j—r e d

large investor with a diversified portfo-
lio there is no way that you can run away
from these problems,” said Tangen. “If
you have one part of the portfolio that is
polluting and destroying the environ-
ment, you're going to be hit in another
part of the portfolio”

In'veslurs aIe mnfrunung a far more
this year than they

inflation, a infos-

ted, Tangen acknowledged. The

sil fuels sparked by the war in Ukraine
and growing resistance from Republi-
can states in the US has cast doubt on
the seemingly unstoppable rise of ESG
investing, which asset managers have
rushed to embrace inrecent years.
Nicolai Tangen, head of Norway’s
$1.2tnoil fund, told the Financial Times:
“We are observing the backlash against

‘If [you have] a diversified
portfolio there is no way
that you can run away
from these problems’

ESG in some places in America. Despite
times being volatile in financial markets

and i tv in the we

EumpemCenh':l Bank and the Bank of
England are both raising interest rates
to combat inflation even as economic
growth slows, while in the US consum-
ersare being squeezed by higher prices.

“Lastyear if you had asked us, what's
the worst case on inflation, we are
beyond what we would have considered
the worstcase.

“If you said what is the worst case on
energy, we are beyond that. Geopoliti-
cally, we are beyond what we would
have considered the worst case. So we
areinapretty bad place,” he added.

The downturn in stocks pushed the
fund to its largest ever dollar loss in the
first half, as it fell 14.4 per cent. None-
I.heless he S\Ie ssed: "We musl not! forget

intl

.-

PATRICK TEMPLE-WEST — NEW YORK

The co-founders of Ben & Jerry’s have
accused parent company Unilever of
usurping its independent board as

Al ide the acnte i and

the i hrand fights a court

IS |

Ben & Jerry’s was sold to Unilever under an arrangement that gave its board autunumy on social issues

and Unilever that is playing out ina
US district court. In June, Unilever
sold the Israeli business of the ice-
cream maker toalocal licensee.

The sale was designed to quell a

contraversv that enonlfed the com-

Bitter taste Ben & Jerry's founders claim
Unilever usurped board in Israel dispute

R

have this unique agreement in

place . . . The agreement lasts in per-

petuity. And so it mustbe respecLed”
Neither Cohen nor dison

VW targets
€70bn-€75bn
Porsche price
tag for IPO

JOE MILLER — NEW YORK

Volkswagen will price shares in Por-
sche at between €76.50 and €82.50, the
German group announced late on Sun-
day, leading to a partial TPO that would
put a value on the historic sports car
brand of €70bn-€75bn, in the middle
oftherange of analysts’ expectations.

The flotation of 12.5 per cent of Porsche,
planned for September 29 in Frankfurt,
will deliver €8.7bn-€9.4bn to the
marque’s parent company. VW has said
it will use almost half of the proceeds to
pay a one-off special dividend, while the
remaining funds will be deployed to
help the carmaker pay for the transition
to battery technology.

Roughly €3.8bn worth of shares have
been earmarked for a combination of
backers: the Qatar Investment Author-
ity, a big VW shareholder that intends
to acquire almost 2.5 per cent of Por-
sche, along with Norges Bank,
T Rowe Price, the investment firm, and
ADQ, the Abu Dhabi sovereign fund.
The last three have committed to sub-
scribe for non-voting shares worth
€750mn, €750mn and €300mn,
respectively.

“We are now in the home stretch with
the 1PO plans for Porsche,” said VW
chief financial officer Arno Antlitz.

As part of the partial IPO, which
would become one of the largest Euro-
pean offerings, the Porsche-Piéch fami-
lies, who are VW’s anchor shareholders,
will buy a further 12.5 per cent of Por-
sche, at a premium of 7.5 per cent on the
price of the shares offered to the general
public. The families’ tranche will carry
votingrights.

D

Ben & Jerry’s board. In August, Ben &

Terrv'slnst a reamast for a nreliminary

D on the final offer price for
the IPO, the proceeds from the sale of

shares ta the Parsche-Pisch clan —who
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think it’s more important than ever m
retain the focus on these extremely
important matters.”

geopolitical pressures, ESG investing
has come under fire from Republican
lawmakers who say that the agenda

Norway’s oil fund, which manages risksjobslinked to fossil fuels.
0slo’s petroleum Tevenues, has repeat- Norway’s oil fund will unveil its new
edly stated that ESGissuesis  climate action plan today after the gov-
one of the blggest levers it has in ernment approved a proposal that its
ns. It be based on a

isone oflhe blgges[ shareholders in the

lung -term goal of pushmg companies

towards net:

world, owning the equivalent of about
1.5per cent of every listed company.

The oil fund last week held a seminar
on decarbonisation featuring 17 busi-
ness leaders, including from Shell and
Nestlé, as well as portfolio managers
from Fidelity Investments, T Rowe Price
and Wellington Management.

“What is very clear is that if you're a

The oil fund has started voting against
the entire board in companies that fail
to manage climate risk properly. Carine
Smith Thenacho, chief governance and
compliance officer at the fund, said:
“What we want to convey is how impor-
tant it is for investors [to] continue to
push companies in the right direction.”

All pages from Financial Times (Asia), Tuesday, September 20, 2022

case in the US over sales in occupied
Palestinian territories.

Speaking publicly for the first time
about the lawsuit, Ben & Jerry’s
founders Ben Cohen and Jerry Green-
field said the UK consumer goods
giant broke an acquisition clause that
gives the ice-cream company inde-
pendent control of its social mission.

“Unilever has usurped their author-
ity and reversed a decision that was
made. And we can’t allow that to hap-
pen,” Cohen said in an interview with
MSNBC. “That is essentially saying:
‘Well, theindependent board does not
matter.”

The comments escalated a fight
between Vermont-based Ben & Jerry’s

pany when Ben & ]erry’s sald lastymr
it would halt ice-cream sales in
the West Bank and East Jerusalem
in apparent protest at Israel’s
occupation.

This July, Ben & Jerry’s filed a
lawsuit alleging the licence sale vio-
lated the terms of Unilever’s 2000
takeover, which allowed the ice-
cream maker to retain an independ-
ent board in a unique arrangement
that gave it autonomy to focus on
social issues.

“The independent board has
authority over the social mission of
the company,” Greenfield said on
MSNBC. “In order for us to sell the
company, it was essential that we

injunction tu hluck Unilever’s sale to
allow its products to be sold or distrib-
uted in the West Bank. Ben & Jerry’s
must file an amended complaint by
September 27, the court said.

Asked about allegations of anti-
Semitism following Ben & Jerry's
announcement last year, Cohen, who
said he was Jewish, replied: “If I care
about the people in Palestine just as
much as I care about the people in
Israel, is thatanti-Semitic?

“There are mothers, fathers, sisters

e

lost direct acmm]l uf memmpanywhen
VW bought Porsche in a reverse take-
over in 2012 — will bring in a further
€9.4bn-€10bn. Almost half of this will
go towards a special dividend to VW
shareholders, including the families.
Analysts had calculated that the long-
awaited Porsche IPO could achieve a
wvaluation for the profitable brand of
€60bn-€90bn. However, bankers work-
ing on the flotation said the offering
would be subject to a “corporate govern-
ance discount” of 30-40 per cent, with

and brothers in Palestine that I care balking at the of
about,” he said. “I care about their VW and Porsche’s ownership and man-
humanrights.” agementstructures.

Unilever did not immediately A full prospectus was scheduled tobe
respond toa request fc iblished yesterday.

New chief executives must learn to thrive in an age of uncertainty

INSIDE BUSINESS

he chief executives of some

of Europe’s top companies

are on the way out. In

recent weeks there has

been a flurry of departures
from the C-suite.

Last week, Royal Dutch shell

Benvan Beurden step
down at the end of this year after: nearly
a decade at the helm. Elsewhere, con-
sumer goods company Reckitt Benck-
iser said recently Laxman Narasimhan
was leaving, only to take up the top job
atcoffee giant Starbucks.

Philips, the Dutch health conglomer-
ate, said its chief, Frans van Houten,
would depart the company after a prod-
uct recall cut its market value by more
than half over the past year. Adidas, the
German sports goods maker, said its
boss, Kasper Rersted, would depart
next year before his contract runs out.
Credit Suisse and Rolls-Royce have also
announced the appointments of their
newbosses.

It is a clearout that mirrors the CEO
turnover after the 2008 financial crisis,
to Luke Meynell of
search company Russell Reynolds Asso-

ciates.

In the UK, Russell Reynolds data
show that so far this year 32 FTSE 350
CEOs have either left or are due toleave
in 2022. This is up nearly 80 per cent

big pandemic-related drop to 18. While
the rate of departures across Europe for

ies listed on thy index
hasfallen year on year, S&P 500 compa-
nies in the US have seen an increase of
almost 15 per cent this year.

At least some of the departures are
ones delayed by the turmoil brought on
by Covid-19 pandemic. In times of
upheaval, it is natural for corporate
boards to seek stability by keeping chief
executives in place. After getting
through the worst of the coronavirus-
related storm, the departures are now
coming thick and fast. “A number of
CEOs stayed onlonger than they should
have,” Meynell adds.

such transitions offer boards the
chance to review what qualities they
need from a chief executive —and while
the pandemic has eased, current turbu-
lence means that
the operational tri-
umphs usually
proffered on a CV
and other tradi-
tional markers of
managerial poten-
tial are now the
‘bare minimum.

Chief executives have always had cri-
ses to deal with. The past 15 years alone
have seen the global credit crunch, the
sovereign debt crisis in Europe, Brexit
and US-China trade tensions. But the
sheer number of factors today that
could potentially derail companies and
their leaders is unusual — from market
volatility, supply-chain crises, surging
inflation, the war in Ukraine, talent
shortages and digital transformations to
culture wars within companies.

These come on top of longer-running
structural changes facing global indus-
tries from technological advances to
new investment trends spurred by a ris-

‘The nature of what might
come at you, as well as its
frequency and magnitude,
is new. Now everyone is
performing without a net’

Inaddition, boards are being drawn to
CEOs with better “softer” skills — being
a good communicator and having high
emotional intelligence to manage a
more vocal shareholder base as well asa
more diverse workforce. With a cost of
living crisis in full force, worker unrest
isnowalso ontherise.

As one top boss told me: “Every CEO
is spinning plates. Before there were 20,
nowthere are 200 and you're getting RSI
[repetitive strain injury].”

Such pressures mean boards must

After an era of ing for
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of crisis. This could includ hauling
acquisition strategies and capital alloca-
tion plans or finding new ways of retain-
ingand hiring the best talent.

In short, any incoming CEO faces a
dauntinglevel of uncertainty in their in-
tray. This is not necessarily a negative.
As Nathan Furr and i Harmon
Furr write in their new book, The Upside
of Uncertainty: “We are all wired to fear
the downsides of uncertainty, but we
forget that change, creation, transfor-
mation and innovation rarely show up
without some measure of it.”
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Inquest into bankers’ strip club trip

Santander enlisted law
firm after concerns over
London staff outing

OWEN WALKER — EUROPEAN BANKING
CORRESPONDENT

Santander hired a law firm to investi-
gate a group of bankers who visited a
strip club after a day of company meet-
ings and whether younger employees
had feltpressuretoattend.

The incident took place in February
after the bank’s global debt capital mar-
kets team converged on the Spanish
lender’s UK headquarters for depart-
mental meetings, say several people
with direct knowledge of the events.

That evening, seven male members of
the team, including three senior manag-
ers and four junior staff, went to the
Nags Head gentlemen’s club in Aldgate,

which describes itselfas “one of London's

oldestlap d

‘werecommon a decade ago but are now,
rightly, frowned upon.”

A Santander staff member said: “It’s
such an open secret. Everyone
[throughout the ban.k] lcuows about it,

‘but nothing i:

Concerns about the trip and thatj jun-
ior staff had felt pressure to attend were
raised with the bank’s compliance
department by a whistleblower, accord-
ing to people with knowledge of the mat-
ter. The UK's FmanualConduct Author-
ity wasinformed, th

In response, Santander hired US law
firm Gibson Dunn to conduct an inter-
nal investigation over the summer to
establish the facts of the incident. The
law firm interviewed up to 15 people
‘who had been involved in the night out

— including the seven individuals who

pl

“It’s symptomatic of an industry in
transition from old standards to new,”
said one person who works closely with
the people who were investigated.
“The company did not know how to
handle it because these practices

‘went to the club — and concluded no
explicit pressure had been exerted on
junior staff members, according to a
person with knowledge of the process.
Gibson Dunn did not respond to a
request for comment. Nobody involved

in the incident has been fired, though
one manager who orchestrated the
night outhas been disciplined.

In a statement, Santander said: “We
take all concerns about employee con-
duct extremely seriously and follow a
rigorous process to ensure the facts are
established and appropriate action is
taken as necessary. The details of such
investigations and actions are treated

ially and fo
comment further”

The way the company dealt with the
incident prompted fears among junior
staff members over how their careers
would be affected, said the person who
works closely with the people who were
investigated.

The FCA declined to comment.

Job prospects

dim as China’s

chip start-ups
cut back

Applicants say posts can be

hard to find in industry cited

as central to Xi's policy vision

QIANER LIU — HONG KONG

Fresh from six months of training
courses to build up his skills for ajob in
China’s talent-starved semiconductor
industry, civil engmeermg graduate

funded in 2020 would have to be pro-
ducing working products this year or
would struggle to attract more invest-
ment from private equity'

China has been trying to accelerate
the growth of its homegrown semicon-
ductor sector in order to reduce its reli-
ance on imported chips. Investment and
financing for chip companies in China
exceeded Rmb200bn ($29bn) in both
2020 and 2021, and nearly Rmb80obn
has been raised in the first half of 2022,

FrankJiangh hi:
20chip compmessmcejuly.
Not one has responded with an offer.
In China’s Covid-ravaged economic
climate, workers have been looking to
switch careers to an industry being pri-
oritised by Beijing, only to find that it,
too,is suffenngmthedowmu.m and job
rospectsaredi
“With lay-offs almost everywhere,
the jobs at chip companies are at least
stable with decent payment,” said Jiang,
who is struggling to replicate a friend’s
earlier success of switching from teach-
ingmaths online to becominga chip ver-
ification engineer.
Aninability to boost hiring should be
alarming to China’s leadership because
it appears to be moving further away

‘Tt makes it more difficult
for [chip companies] to
hire extra people if they
have to streamline’

ng to data released by ITjuzi, a
research company.

“The country will keep investing in
the chip ecosystem but, for start-ups or
those without any proven track record,
it’s tough,” said Ng, adding that the gov-
ernment and private equity would still
back companies showing promise in
new areas.

Surveys show that semiconductor tal-
ent is in short supply as the domestic
industry expands swiftly. According to
the China Semiconductor Association,
the shortfall in the number of chip
workers required will exceed 250,000
this year and reach 300,000 by 2025.

Attempts to close the gap by lowering
barriers to entry appear to have created
more problems than they have solved.
Inthe recent past, chip companies have
taken on jobseekers from unrelated
backgrounds. “The industry did recruit
many underqualified R&Ds in the past
few years, with lay penple switching
through crash courses, 7 said the human

work,”

https: //dlgltal oI|vesoftware com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc= FTA%2F2022%2F09%2F20&ts 20220919192253&uq=20220804103507
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from its goal of self-sufficiency in semi-
conductors. Itis also a major concern for
‘young jobseekers such as Jiang as they
discover the once-hot job market in
chipsiscooling.

said Jerry Wu, a veteran chip design
engineer who has received hundreds of
queries about careers in the chip sector
from his WecChat blog. “It is becoming
increasingly difficult to change careers
thro

hs of crash now”

The topic entitled “The pessimistic
situation of recruitment in the IC [inte-
grated circuit] industry” has received
more than 1mn views on Zhihu, a Chi-

ugh
At the other end of the scale, industry
veterans are still highly prized but hard
to attract. One semiconductor-focused
h i i said i

- - - nese question-and-answer website. in Shanghai
“we only plan to recruit half of the  remained keen on experienced chip
q L : l 1 - l 1 ) US apparel retailers are preparing steep | too much inventory out there even if Urban outfitters, which also number we did last year, but we have  experts with overseas backgrounds, but
W 1 C 1 l 11 l 1116 markdowns to clear shelves ahead of 'you adjust for retailers [that have] counts higher-end Anthropologie received more CVs this time,” said one ~ few suitable candidates were willing to
B the critical holiday season, as inflation received goods earlier than normal.” and Free People among its brands, human resources executive, who asked  relocate to China because of increased
US Clotl 111 ]g lead: to ease discretionary said UBS retailing analyst Jay Sole. said customer behaviour at its to remain ata political tensions and the strictures

spending and wait for deals. Numerous retailers reported surging | brands has split, with “affluence chip company based in Shanghai. of thezero-Covid policy.
taj_l 1 Clothing stores are battling a ghut of inventories for the second quarter: being the differentiator”. Younger, China’s semiconductor sector has suf- Large, well-funded, state-owned
re er S C e ar inventory and a split in spending Foot Locker, Kohl's and Gap reported lower-income customers were fered from both the deterioratingmacro  enterprises remain in the best position
. habits, as lower-income shoppers put inventories up 52 per cent, 48 percent | spending “much i on i and aredirection of fund-  to expand and are even scaling up cam-
thell' Shelves necessities first while affluent and 37 per cent respecti iscretionary i and often ing. “Investment strategy has changed  pus recruitment this year. Such moves
consumers replace pandemic “Retail historically has discounted waiting for promotions before as market demand weakened, particu-  are in step with President Xi Jinping’s
leisurewear with tailored office outfits ‘when inventory was slow;” said Simeon | buying”, Hayne said. larly for those focusing on consumer  recent call for a focus on leading-edge

and wardrobes for going out. Siegel, managing director of equity That bifurcation is evident as markets,” said Ethan Qi, asenior analyst ~ technologies.

“I hesitate to call it a bloodbath, but research at BMO Capital Markets. “But | “luxury, in general, is doing really atresearch company Counterpoint. The state-owned enterprises are also
it’s going to be ugly in terms of the retail has not had a historical version of | well”, said Jessica Ramirez, senior Start-ups have been particularlyhard ~ benefiting from improved training
amount of discounting and 2020, 2021 and 2022.” research analyst at Jane Hali & hit and are cutting costs. Sofar thisyear,  courses and more suitable applicants
markdowns,” said Urban Outfitters Some retailers osing to carry i Lower-end brands will more than 3,400 Chinese chip-related  after the expansion of semiconductor-
chief executive Richard Hayne on the more stock after being left short last see more of a “setback in ies h 1l d, already sur-  focused schools and departments in
company’s earnings call last month. ‘year. Lululemon’s inventory was up 85 shopping”, she said. passing the total in 2021, accordingto  China’s universities. One talent acquisi-
Retailers are faced with too much per cent year on year, but comparable This year’s inventory challenges business data provider Qichacha. tion manager from a top state-owned
product “across the board”, he warned. | sales were up 23 per cent. Others are already look likely to affect next. “It makes it more difficult forthemto  chipmaker said it was busy hiring more

Retail sales for clothing and ‘having to discount aggressively. ‘year’s results as retailers including hire extra people if they have tostream-  engineers for new manufacturing lines
accessory stores have remained largely Abercrombie brand Hollister Gap, Kohl's and Land’s End turn to line,” said Szeho Ng, managing director ~ and factories. “Iam glad that the overall
flat for the past year, according to recently ran a website promotion for “pack and hold” strategies — at financial company China Renais- quality of candidates this year has
Census Bureau data. That is even jeans at $20 a pair. Gap included an banking on basic styles such as sance. He added that many of those  improvedalot,” the manager said.

Apparel retailers have though apparel prices were up 5.1 per extra 50 per cent off items on sale. T-shirts that can be brought back
underperformed the cent year on year in August, according | American Eagle cleared excess spring out and sold at later dates.
broader market in 2022 to US Bureau of Labor Statistics data. and summer merchandise by resorting Apparel stocks have
Year-to-date share price change, But inflation is beginning to dent ‘to sales that hit profits by $30mn. underperformed the wider market.
%, for selected clothing refailers demand, with 85 per cent of American | “This is clearly an unprecedented time | So far this year shares of American
Relph Lauren adults saying rising prices have in retail,” said chief executive Jay Eagle are down about 57 per cent,
T ag— changed the way they shop, pushing Schottenstein on its latest earnings call. | Abercrombie is down almost 56 per
[ ——— consumers to hunt for deals, discounts A stark divide is emerging between cent, Gap is down over 48 per cent
iy and coupons or simply to shop less, a discount and luxury brands as the and Urban Outfitters is down over
new report from polling group Morning | holiday season — which stretches from | 26 per cent. The S&P 500 is down
2 Consult showed. Halloween to New Year — approaches. | almost 19 per cent so far in 2022.
PVH That is putting retailersin a tough Low-income shoppers are struggling This would be a tough year as
ErESin position. Many have more inventory with inflation, said Burlington Stores retailers tried to align inventory
Mmfg;g?;jj'ﬁ" than they need after supply-chain chief executive Michael 0’sullivan. with sales growth, UBS's Sole said.
o.,.f..?g,: snarls caused goods ordered for last “The current level of promotional “Retailers will try to use the rest of
Land's End ‘year’s holidays to arrive late. Many activity will not last for ever. But while | 2022 to put themselves in position
-60 -40 -20 0 movedup orders this year ahead of it does, it will create a very significant for a more normal 2023.”
o P ety their busiest selling season. “There is "headwind for us,” he said. ILydia Tomkiw in New York
China’s chip factories have struggled with recruitment — zreo Gruinvc vi Gefty images
Financlals

Colony founder’s lobbying trial to shine a light on Trump era of freewheeling diplomacy

MARK VANDEVELDE — NEW YORK

Tom Barrack, the real estate investor
and early financial backer of Donald
Trump’s 2016 presidential run, has
been criticised by prosecutors for mak-
ing big consultancy payments to a
former colleague who could be called to
testify in his trial on charges of illegal
lobbying.

Jury selection in the trial was set to begin
yesterday. Prosecutors will argue that
Barrack broke the law by seeking to
influence Trump’s foreign policy on
behalf of the United Arab Emirates.

The case opens a window on a free-
wheeling period of US diplomacy under
a president who disdained traditional
alliances and sought to craft a more
transactional foreign policy. i

officials, Trump often consulted instead
with a trusted circle of executives from
the worlds of finance and real estate.
Prosecutors have said they may seek
testimony from people who have
worked for Colony Capital, the invest-
ment firm founded by Barrack, who

Barrack’s lawyers have stated ina
court filing that Marckstadt was chosen
“because of her long history and experi-
ence . . . of working with Mr Barrack on
administrative matters”, and that they
did not know she mightbe awitness.

The government claims Barrack

f his i with

dly sought to sway US policy at

the Trump White House.

In court filings this month, prosecu-
tors complained about Barrack’s deci-
sion to pay $15,000 a month to one of
those potential witnesses, his former
executive assistant Alison Marckstadt,
while she was serving in a consultancy
role on hislegal defence team. Prosecu-
tors have said that Marckstadt has no
legal training and that her hiring “cre-
atesanappearance of impropriety”.

kstadt's lawy

the advice of career state department

Tuesday 20 September 2022

did not respond
toarequest for comment.

‘the behest of the UAE without first regis-
‘tering as a foreign agent, as federal law
requires. He is also accused of lying
about his activities to the FBI Barrack
deniesthe charges.

In one 2017 episode that prosecutors
have cited against Barrack, the US
investor allegedly tried to help the UAE
‘win support for a regional embargo on
its gas-rich neighbour, Qatar. In another,
prosecutors say he sought to persuade

“This will be a huge win [if ] we can list
them,” Rashid Al-Malik, an Emirati who
has also been charged in the case, wrote
in a message to one of Barrack’s col-
leagues that was cited by prosecutors.
The authorities say Al-Malik served as
Barrack’s handler while living in Los

Colony Capital
founder Tom
Barrack faces
charges of lllegal
lobbying on behalf
of the UAE

Angeles on a student visa. He left the
country shortly after an interview with
FBlagents in 2018 and has notreturned.

Barrack was an influential figure in

US officials to list the Muslim Brother-  the Trump White House, even though
hood asaterrorist organisation. discussions about serving in roles such
* FINANCIAL TIMES

as US ambassador to the UAE did not
resultinan official appointment.

Hehas known Trump since the 1980s,
whenhep dedthe fu president

time as he was acting at the direction of
the UAE, Barrack secured $374mn of
capital commitments from the coun-

to pay $400mn to buy New York’s Plaza
hotel. Barrack spoke in support of his
friend’s candidacy — then seen as along
shot — at the Republican National Con-
vention in 2016. He also served as chair

eign wealth funds.

Barrack left Colony last year, receiv-
ing benefits including vesting of equity
awards and a cash payment of $21.4mn.
Shares in the New York Stock Exchange-
listed company have fallen nearly 70

of Trump’sinauguration committeeand  per centinthe pastfive years.
provided informal advice. Prosecutors have not accused Colony
The dual roles as unofficial id of any wr ing, and the p:

tial counsellor and executive chair of
Colony may have provided Barrack with
opportunities to profit from invest-
ments in the Middle East at the same
time as nudging the course of US policy
towards the region, according to a
report by congressional investigators
and documents in the criminal case.

US autherities say that, at the same

has sought to move on from Barrack’s
tenure, renamingitself DigitalBridge.
The former Colony chief is standing
trial alongside Matthew Grimes, a 28-
year-old former executive at the firm
who worked for Barrack as an analyst
and was quickly promoted to vice-presi-
dent. Grimes denies acting as an unreg-
istered agent of a foreign government.

COMPANIES & MARKETS

Fund managers pitch ‘alts’ to retail investors

Wealthy individuals are being targeted as a new market for asset classes such as credit, private equity and real estate

MADISON DARBYSHIRE —NEW YORK

A saturated market for institutional cli-
ents is pushing asset managers to pur-
sue another business: selling so-called
alternative investments to rich individ-
ual investors.

Alternatives stray outside main-
stream portfolios of stocks and bonds
into such asset classes as credit, private
equity and real estate. Harder to trade
and often walled off by accreditation
requirements, they have historically
been the domain of large investors such
as pension funds and endowments.

Institutions typically invest 30-50 per
cent of their assets in alternatives,
according to a McKinsey study. The
average retail investor had just 2 per
cent in alternatives, the same study

ed.

McKinsey projected that the retail
h potential to than doubl
to 5 per cent in the next three years, an
increase the consultancy estimates
could add between $500bn and $1.3tnin
new capital toalternatives.

Asset managers are turning to rich
investors for new business as institu-
tions hit self-imposed limits on alloca-
tions to alternatives, also known as
“alts” in the industry. They are reaching

https://digital.olivesoftware.com
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founder and chief executive of CAIS, a
marketplace for alternative invest-
ments. “Traditional” asset allocations
for individuals, such as 60 per cent in
stocks and 40 per cent in fixed income,
now feel outdated ina world where most
institutions have up to half their capital
in alternatives, he said.

“Any wealth adviser not using alter-
natives in the next few years will be at
risk of not having a practice,” Brown

said.

Fintech platforms such as Moonfare
and iCapital have moved in recent years
to open up private markets. Like most
retail-focused alternative investment
products, Moonfare is only available to
accredited investors, usually people
with enough sophistication and money
to stomach big losses, or who work in
finance. Investment minimums on
these platforms are still about §75,000.

Managers said the products are not
yet ready to be taken to less wealthy
investors whoneed to be able to buy and
sell investments more easily. Products
currently offered by firms such as
Apollo Global Management and Black-
stone only offer monthly or quarterly
options for redemptions.

For asset managers, wealthy retail
investors are a key source of new money
for firms as institutional dellars dry up.

=20220804103507
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them via wealth management, a busi-
ness which combines as.set manage-
mentwith financial p! and advice
and is expected to swell from $137tn in
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“If youlook at the last 12 years, retail has
been incredibly sticky, one-way flows,”
said Michael Patterson, a partner at
alternatives manager HPS Investment

assets in 2021 to almost $230tn by 2030, e Partners, which specialises in credit.
accordingto Bain, the consultancy. But their desire for alternative invest-

“The bottom lineisif you think about ~ Full steam But offerings designed forretailinves-  investment managers. The takeover entsinits so-called democratised prod- ‘Ifvou're not ments could fade if they fail to perform
the size of the market, high net worthis  ahead: retail tors are set to multiply. was the final piece of an almost decade-  ucts. The New York-based group said it ¥ B in wobbly markets. In the choppy sec-
asbigas institutional wealth. Theseare  investors have “At least 15 to 20 new products with  longeffort by Sun Life to bring ts alter- waseammlmgso -s0percentofnewly ~ credibly ond quarter of 2022, money was with-
massive markets that have been largely  the potential to different strategies, from all different ive prod il cli d capital to come from the wealthy. etting into drawn from Blackstone retail products
untapped,” said Joan Solotar, head of add $1.3tn to large managers, will hit the market in “It’s a race to get a position in that Asset managers said their efforts to & N ]'lg such as Breit in unexpected volumes,
private wealth solutions at Blackstone,  alternative the next nine months. It’s a huge market,” Sun Life president Steve bring new alternative products to mar- [tl'l.lS] in the showing that retail investors are not
the alternative asset management investments by change,” said Steffen Pauls, founder of ~ Peacher said. Mergersinthe spacehave ket were a response in part to demand next 1824 immune to “volatile markets”, the asset
group. 2025,according  retail-focused private equity invest- been frenetic, he added. “If yourenot  from wealth managers who are desper- manager said.

Until recently, just a handful of insti-  to McKinsey mentplatform Moonfare. crediblyand actively getting nto [alter-  ate toshield clients fromlargebearmar- months, Investors sold out of almost $2.6bn in
tutional products have b & Earlier thismonth, the $1tn Canadian  natives for retail] in the next 18-24  ketswingsand risinginterest rates. it will be shares of Breit, more than triple the
retail investors, such as Blackstone’s alternatives manager Sun Life Financial  months, itwillbe toolate” “There is a tremendous transfer of . $700mn in redemptions from the previ-
flagship Real Estate Investment Trust, announced the acquisition of Advisors KKR, a private equity pioneer that capital under way out of the traditional  t0O late ous quarter.
an unlisted fund known as Breit, and its Asset Management, a US-based retail  has expanded into other alternatives, wealth management industry into alter- “We haven't really seen the other side
private credit fund, Bered. distribution company that works with  has $6bn from wealth managementcli-  native investments,” said Matt Brown, ofityet,” Pattersonsaid.

Oll & gas

Origin Energy quits Australian fracking project

NIC FILDES — SYDNEY

One of Australia’s largest energy com-
panies has pulled out of a big fracking
project in the Northern Territory at a
substantial loss, after facing wide-
spread criticism of the venture from
environmental campaigners.

Origin Energy said it would book a loss
ofup to A$90mn ($60.4mn) after agree-
ingto sell its majority stake in the Beeta-
loo Basin shale gas project for A$60mn.
The disposal also cutsits ties with the
sanctioned Russian oligarch viktor

economic spur for a “gas-fired recov-
ery” from the pandemic.

Australia is the largest exporter of lig-
uefied natural gas in the world, and the
energy crisis in Europe, triggered by
Russia’s invasion of Ukraine, has
increased demand for the country’s
resources. Woodside, one of the coun-
try’s largest oil and gas producers,
signed a deal to supply Germany’s Uni-
per with LNG this month.

But it has not fed through to shale gas
exploration, with Origin under pressure
to exit the Beetaloo project from envi-

whoisa inUK-
listed Falcon Oil & Gas, a minority part-
nerin the fracking project.

The Beetaloo Basin project, an ex-
panse twice the size of the island of Tas-
mania, was earmarked as a landmark
venture in 2018 that would help trans-
form the Northern Territory into one of
the worlds largest shale gas producers.

The move was championed by the
Australian government, then led by
Scott Morrison, as a solution to a gas
shortage in the country and later as an

groups, who argue they were not ade-

quately consulted about the project.
Origin has sold its 77.5 per cent stake

to a venture between Austrahan listed

Frank Calabria, chief executive of Ori-
gin, said gas projects can be “uncertain”
and “capital intensive to bring projects
into production”, so the company has
opted to focus its resources on its core
energy business.

Origin, which has been exploring
Beetaloo alongside Falcon for eight
years, will maintain a toehold in the
project viaa royalty agreement with the
‘buyer and a gas offtake agreement once
thefield is developed.

“We believe gas will continue to play
animportant role in the energy mix and
it remains a core part of our business,”
said Calabria.

The decision to sell, rather than wind
down the project, was criticised by
shareholder activists, who have lobbied

Tamboran hoperatesin
the Beetaloo Basin, and Bryan Sheffield,
a Texan billionaire who has sold US
shale assets. Sheffield is also a sharehol-
der in Tamboran and Falcon Oil & Gas.

Origin has also put most of its other
exploration assets up for sale as partofa
review of its business.

Originand its ri exit fossil fuels.
Harriet Kater, head of climate at the
Australasian Centre for Corporate
Respunslhl]lty said: “This is just more
. Divestment is not a solu-
tion to reducing real-world emissions.
Divestment is simply passing the hot
potatotothenext asset holder.”

Property

China Vanke unit gears up for HK flotation

HUDSON LOCKETT — HONG KONG.

China Vanke plans to raise up to
$784mn in Hong Kong from the spin-
off of its property management unit,
whichis set totest global investor appe-
tite for real estate-related listings after
a string of high-profile defaults in the
sector this year.

Onewo, a subsidiary of Vanke, said it
would raise up to HK$6.2bn ($784mn)
from an initial public offering of about
117mn shares priced at a range of
HK$47.10 to HK$52.70 each, according
to a filing with the Hong Kong exchange.

The decision to list Onewo comes as
Chinese authorities step up measures to
support the country’s property sector,
which accounts for about a third of total
economic output, as growth in the
world’s second-largest economy slows.

Demand for housing in China has
crumbled after a series of defaults by
devel stoked a crisis of confid,
among hamehuyers. Last week, state
banks cut deposit rates for the first time
since 2015 in a bid to boost flagging
growth.

The share offer marks the largest IPO
from a company in Hong Kong this year,

with only a few listings having brought
in more than $1bn. Secondary listings
by Tiangi Lithium and China Tourism
Group Duty Free — both of which were
already listed on mainland exchanges —
raised $1.7bnand $2.1bn respectively.

Onewo managed about 785mn sq m of
residential and commercial space as of
the end of 2021, and brought in annual
profits of Rmb1.7bn ($243mn), up
about 13 per cent year on year. Vz
owns about 63 per cent of the company
and accounted for about 16 per cent of
revenues at Onewo last year.

Brokers said Vanke was also under
pressure to go ahead with the share sale

Onewu plans to raise up to $784mn
in the bourse’s biggest IPO of 2022

or it would be forced to update Onewa’s
prospectus since its application to the
Hong Kong exchange was near the six-
month limit. “They cannot change the
listing timing, otherwise they’ll have to
use a new set of accounting data, which
‘would take time and money,” said Louis
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MADE IN ITALY SUMMIT

Driving Innovation, Sustainability and Resilience

4 - 6 October 2022

The Made in Italy Summit, now in its third year, will gather leading government
figures and senior executives representing Italian excellence to debate the
future shape of the economy and export sector.

Keynote speakers include:

Tse, ing di of Wealthy Secu-
ritiesin Hong Kong. Carlo Bonomi Claudia Parzani
“They want to realise whatever President Partner Linklaters
meoney they can still get from the mar- Confindustria President
Borsa Italiana

ket,” Tse said. “If there’s a sponsor will-
ing to do the deal plus a bunch of under-
‘writers, they might as well go now.”

Onewo has substantial support from
six cornerstone investors, among them
China’s government-controlled Mixed
Ownership Reform Fund, which
together have subscribed for up to
$280mn worth of shares.

The move to pursue the listing came
as economists at UBS downgraded the
forecast for China’s economic growth
yesterday, citing a “lacklustre third-
quarter recovery and ongoing property
downturn”.

‘Onewo expects to price its shares on
Thursday and list them on September
29. Citic Securities, Citigroup and Gold-
man Sachsare joint sponsors.

* FINANCIAL TIMES

Register now:
ilsole24ore.com/madeinitaly

Stefano Scarpetta
Director for Employment
Labour and Social Affairs

INCOLLABORATION WITH

eaou [1re | EN

AN EVENTBY

EVENTI

RE  FT LIVE

cnel & @ sace" s gunicredt
'OFFICIAL PARTHERS
amplion e BOG amows ) doeoson
zelica @~ 2 kb Posman

Tuesday 20 September 2022

COMPANIES & MARKETS

Asset management. Bearish sentiment

Hedge funds gamble against
long-only investment rivals

1
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Crypto

UK watchdog
warns against
dealing with
exchange FTX

JOSHUA OLIVER — LONDON

The UK’s financial regulator has warned
consumers against dealing with FTX,
the cryptocurrency exchange run by bil-
lionaire Sam Bankman-Fried, in the lat-
est clash between British authorities
and offshore digital asset companies.

The Financial Conduct Authority said
the Bahamas-based exchange appeared
to be offering products and services in
the UK without its authorisation,
according to a statement on the regula-
tor’s website. “This firm is not author-
ised by us and is targeting people in the

UK," the statement said.
The muve agamst F'I‘X one of the

10/36



2022/9/20 22:07

All pages from Financial Times (A5|a) Tuesday, September 20, 2022

Citadel is among those taking

short positions in traditional

firms as asset prices weaken

LAURENCE FLETCHER AND
JOSHUA OLIVER — LONDON

Hedge funds are betting that a sharp fall
this year in shares of leading UK asset
s will accel

as a brutal bear market dents their
investment performance and ability to
attractnew business.

Ken Griffins Citadel, Steve Cohen’s
Point72 and Marshall Wace are among
those runningbets on lower share prices
for listed so-called long-only firms,
whose bias towards rising asset prices
puts them at more acute risk from the
tumult so far in 2022 in equities and
bond markets. Investment house
A.brdn emergmg markets fund group

platform Har-
greaves Lansdown are amung listed
firms where hedge funds have increased
their negative bets this year.

“The bearish environment
[has] . . . pushed hedge funds to ramp
up big shorts against listed long-only
asset managers that are likely to strug-
gle,” said Ivan Cosovi¢, founder of data
group Breakout Point, which analyses
short sales.

The bets come during a tough year for
global markets as central banks tighten
the ultra-loose monetary policy of
recent years in an effort to taclkde soar-
ing inflation. US equities entered bear
market territory this summer, dnvenby
falls in growth stocks, while devel

‘ Long-only asset managers slide

% change In share price over past two years

== Abrdn
Ashmore
Hargreaves Lansdown

T
2020 21
Source: Facrset

ing asset prices are already feeling the
pain. Last month Abrdn, whose shares
are down 40 per cent this year, posted a
first-half loss of £320mn, while in July
Ashmore, down 23 per cent this year,
reported a $14.3bn fall in assets.

Hargreaves Lansdown, which last
year enjoyed record trading, has
reported a fall in profits and new busi-
ness flows, while its chief executive has
warned of “a tough time over the next
fewmonths”.

Shorting fund firms “is essentially a
play on US bond yields. If they continue
torise, that lowers [the] valuation of all
other assets including equities”, said
Florian Kronawitter, a former hedge
fund manager who now writes analysis.
“Lower equity prices [means] less fee
income for asset managers.”

Odey Asset founded by

citadel, wellington Management
Company, Eleva Capital and JPMorgan
Asset Management are also running
‘bets against Ashmore, accordingto data
group Breakout Point and regulatory fil-
ings. Short interest has risen to 9.1 per
cent as of early September from 2.9 per
cent this year, according to S&P Global
Market Intelligence.

short interest in Abrdn, meanwhile,
hasrisen from 1.7 per cent at the start of
the year to 7.1 per cent, close toits high-
estlevel this year, according to S&P Glo-
bal Market Intelligence. BlackRock,
GLG, Point72 and Citadel are among
hedge funds running bets against the
firm, according to data group Breakout
Pointand regulatory filings.

“The earnings power of the business
remains highly vulnerable to macro/
kets given weak ility,”

high-profile trader Crispin Odey, is
shorting 1.4 per cent of Ashmore. Fund
manager James Hanbury wrote in inves-

marketbondshaveweakenedsharply
Fund firms whose products are
largely geared to rising rather than fall-

tor d ion seen by the Finan-
cial Times that the firm was among sev-
eral fund firms that were “mispriced
cyclical risk”.

mar
analyst Bruce

in a recent note. Analyst expectations

for Abrdn are running at close to their

lowest on record, according to data
group Dystematicand FactSet.

BlackRock and Marshall Wace are

among funds targeting Hargreaves

Hargreaves
Lansdown has

reported a fall in
profits and new

business flows

while warning of
‘atough time’ in
coming months

M Stock/Alamy

Short
interest

in Abrdn
has risen
from 1.7%
at the start
of'the year
to 7.1%

Lansdown. That pits them against Nick
‘Train, one of the UK’s best-known stock
pickers, whose firm Lindsell Train is the
largest outside shareholder in the fund:
supermarket.

Hargreaves Lansdown shares have
plunged 37 per cent so far this year.
Some investors attribute part of the fall
to the broader market turning against
growth stocks. But other analysts see
specific issues ahead for the company,
‘whichwill limit its growth.

“There’s a fairly broad church of peo-
ple whothink that such high growth will
be difficult for Hargreaves Lansdown to
sustain in future,” said Julian Roberts,
analystat Jefferies.

short interest, which has been high
for some time, climbed to 10 per cent
earlier this month from 8.5 per cent at
the startof the year.

Hargreaves Lansdown’s share price
took a turn for the worse after chief
executive Chris Hilllaid out a new strat-
egy, which will boost investment in the
business and cut the amount of capital
returned toshareholders.

“some people thought that was a rec-
ognition of past under-investment and
that there was a real headwind for the
business. That has given people confi-
dence to short this thing,” Roberts said.

Longstanding shareholders are
unfazed by bets against the company.
“Wedon't take into account short sellers
ornot. You've got to form your own view
and back it,” said Julian Fosh, co-man-
ager of the UK Growth Fund at Lion-
trust, a top 10 shareholder.

“We see a very strong platform.
‘We see very loyal customers. There’s
lots of chit chat about short-term issues,
having to invest a bit more, but nothing

Our global
feam gives you
market-moving
news and views,
24 hours a day

to damage their itive advan-
tage,” hesaid.

1argest QIgITal asset excnanges, comes

after a bruising battle between the FCA

and Binance as the UK stepsup effortsto

control the often unregulated world of
es.

The FCA intervened against Binance
last year, saying its “complex and high-
risk financial products” posed “a signifi-
cant risk to consumers” and that the
world’s largest crypto exchange had
“failed” to respond to some of its basic
queries, making it
the sprawling group. Binance, one of
FTX’s chief rivals, has pledged to
become fully compliant with regulation
and reapply for supervision in the UK.

A spokesperson for FTX said they
believed the regulator intended to warn

Regulators have faced a
challenge trying to protect
consumers and impose
standards in crypto

consumers about a scam impersonating
the exchange because some of the
phone numbers the regulator listed had
beenreported as linked toscams.

However, the spokesperson acknowl-
edged that the website identified by the
FCA — ftx.com — is the real website of
the company. “We're looking into it and
communicating with regulators,” said
FTX. The FCA said in response: “It’s
important we issue warnings as quickly

ible and [we] will i pdates if
fu.rther informationcomes to light.”

Crypto exchange and wallet providers
have to register with the FCA for anti-
money laundering supervision if their
digital asset activity is “carried on by
way of business in the UK”, according to
an FCA guide.

The FCA and other financial regula-
torshave ﬁcedacha].lengetrymgmpm—
tect:
cry'pm markel,s wheremanyofthelmg

re based i jurisdic-
ans. Bnth FTX and Cayman Island-
registered Binance have set up Ameri-
can affiliates to appease US authorities
but they offer services in other coun-
tries from their international bases.

FTX's European division this month
said Cyprus’s financial regulator had
granted it an investment firm licence.

The FCA said UK clients dealing with
FTX would not have access to UK con-
sumer protections and would be
“unlikely to get [their] money back if
thingsgo wrong”.

See FT Big Read

Crypto

South Korean prosecutors ask Interpol
for red notice on Terraform Labs’ Kwon

SONG JUNG-A — SEOUL

South Korean prosecutors have asked
Interpol to issue a red notice against Do
Kwon, co-founder of collapsed crypte-
currency operator Terraform Labs,
alleging that he is refusing to co-
operate with a probe into the $40bn
implosion of the terraUsD and luna
tokens.

The Seoul Southern District Prosecu-
tors’ Office said that it had asked the for-
eign ministry to cancel Kwon's South
Korean passport as he was “obvioustyon
the run and has no intention to appear
before us for questioning”.

“We have begun the procedure to
place him on the Interpol red notice list
and revoke his passport,” the prosecu-
tors’ office said, adding that Kwon had
notco-operated with investigations into
hiscompany’scollapse.

An Interpol red notice is a request to
law enforcement worldwide to “locate
and provisionally arrest a person pend-
ing extradition, surrender or similar
legal action”, according to Interpol’s
website. Red notices are issued for fugi-
tives wanted either for prosecution or to
serveasentence.

Tuesday 20 September 2022

The prosecutor’ ’s office said that Kwon
told invest his lawyer he

ment, nor could Kwon's lawyers imme-

did not want to respond to their sum-
monsimmediately.
E said he disbanded the

diately for coi

Last week, a South Korean court
issued arrest warrants for Kwon and five
others d to Terraform Labs for

South Korean unit of Terraform Labs
and leftfor Singapore at the end of April.

“We are doing our best to locate and
arrest him,” the office said. “He is

clearly on the run as his company’s key
finance people also left for the same
country during that time.”

Kwon could not be reached for com-

Do Kwon: has not been located since
leaving for Singapore in April

violating the country’s capital markets
laws, saying that they were staying in
Singapore.

Singapore police said that Kwon was
not currently in the city-state, but they
‘would assist the South Korean investiga-
tion.

After the arrest warrants were
released, Kwon denied he was on the
run. “I am not ‘on the run’ or anything
similar, for any government agency that
has shown interest to communicate, we
are in full co-operation and we don’t
haveanythingtohide,” Kwon tweeted.

“We are . . . defending ourselves in
multiple jurisdictions; we have held
ourselves to an extremely high bar of
integrity, and look forward to clarifying
‘the truth over the next few months.”

South Korean prosecutors have
aacused Kwon of financial fraud and are

and hi: after

Global overview

Treasury yields and dollar buoyed by
rate rise hopes as Asian stocks retreat

JOSHUA OLIVER AND ADAM SAMSON
LONDON

US stocks began the week with cautious
trading and the yields on government
debt pushed higher as investors looked
ahead to the prospect of additional
monetary policy tightening by the Fed-
eral Reserve.

The broad S&P 500 index inched up 0.2
per cent in late-morning trading, while
Europe’s region-wide Stoxx 600 slip
0.7 per cent. The S&Phad been downas
much as 0.9 per cent earlier.

The yield on 10-year US government
debt, a benchmark for global borrowing
costs, pushed above 3.5 per cent for the

and thereis nosenseatall that the senti-
ment is turning for something better,”
said Samy Chaar, chief economist at
Lombard Odier.

In currencies, the dollar rose about 0.3
per cent against a basket of other cur-
rencies, extending a surge in recent
months fuelled by rising US interest
rates. The soaring greenback hit ster-
ling, which weakened toless than $1.14.

“This feels like a make or
break week . . . thereisno
sense at all that the
sentiment is turning’

first time since 2011 as i sold,
‘before easing back to 3.47 per cent.

Yesterday’s subdued performance
comes after MSCI’s broad index of
developed and emerging market stocks
shed 4 per cent last week in its biggest
weekly fall since June. Concerns about
the global economy and the spectre of
further big rate rises from major central
banks have unnerved investors.

‘two complaints were filed on 1 behalf of
81 investors over allegations the busi-
ness deceived investors.

“This feels like a make or break week.
There is the residual anxiety of the
repricing we went through last week

* FINANCIAL TIMES

“The currency market is probably
summarising best how close we are to
some kind of breaking point,” said
Chaar. “The big question wnll be

meeting tomorrow. Pricing based on
federal funds futures suggests the Fed
will boost its main rate to 4.4 per centin
the early months of 2023, from the cur-
rent range of 2.25to 2.5 per cent as poli-
cymakers attempt to cool inflation.

Fears are mounting among investors
that the central bank’s efforts to subdue
inflation with monetary tightening will
pull the US economy into recession as
debt servicing costs rise for companies
and individual borrowers.

The yield on 10-year inflation-linked
US notes, which indicate the returns in-
vestors can expect toreceive after infla-
tion, reached 1.159 per cent, the highest
since 2018. So-called real yields were
about minus 1 per cent at the beginning
of the year, flattering the valuations of
fast-growing tech companies that make
upabig weight on US stock indices.

The Japanese yen slipped 0.3 per cent
to¥14 instthe after last week

‘whether we will get some positiv
from central banks about when thelr

hiking cycle will peak . . . You don’t see
many paths through which the Fed
could be reassuring.”

The consensus on Wall Street is that
the Fed will boost rates by 0.75 percent-
age points at the end of its two-day

reaching a 24-year low before the gov-
ernment intervened further

Asian stocks also declined, with an
MSCI gauge of shares in the region fall-
ing about 0.4 per cent. Equity markets
inthe UK and Japan were closed for pub-
licholidays.

il
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By FNANCIAL | @IFC S

TIMES Creating Markets, Creating Opportunities

WE ARE EXCITED TO ANNOUNCE
THE SHORTLIST FOR THE FT/IFC
TRANSFORMATIONAL BUSINESS

AWARDS 2022

The aim of this leading global initiative is to highlight and promote ground-breaking, long-
term private sector solutions to major development challenges. The emphasis this year is
on addressing climate change, improving healthcare and education, highlighting exciting
new deep tech ideas, and achieving best practice in impact and gender-lens investing.

The shortlisted nominees are
as follows:

TRANSFORMATIONAL CLIMATE CHANGE SOLUTIONS
Amadeus Sustainable Textile Fibre Project, Brazil

Cropin Climate-Resilient Farming Initiative, India
HomeBiogas Waste-to-Energy Conversion Systems, Global
Moove Sustainable Car Financing for Mobility
Entrepreneurs, Nigeria

Paladin’s Villas del Fresno Zero Carbon Affordable

Housing, Mexico

Romco Aluminium Recycling Plants, Nigeria and Ghana

TRANSFORMATIONAL HUMAN CAPITAL SOLUTIONS
Botho University Falling Walls Teaching and Learning
Environment, Botswana

Hemas Holdings DigiHealth End-to-End Digital Healthcare
Initiative, Sri Lanka

MedGenome Genomic Testing and Research, India
MPOWER Student Loans and Refinancing Solutions, Global
upGrad Integrated Lifelong Learning Programmes, India

®

TRANSFORMATIONAL FINANCE SOLUTIONS -
IMPACT INVESTING

Accion Quona Financial Inclusion Funds

Adenia Capital Funds for Mature African Companies
Adjuvant Global Health Technology Fund

Horizon Capital Growth Fund for Ukraine and Moldova
Learn Capital Global Education Funds

TRANSFORMATIONAL FINANCE SOLUTIONS -
GENDER-LENS FINANCE

Banco Pichincha Gender Intelligence Programme, Ecuador
Ecobank’s Ellevate Initiative to Strengthen Women'’s
Businesses, Africa

Evermos E-commerce Platform for Women Entrepreneurs,
Indonesia

NMB Bank Jasiri Gender Bond, Tanzania

TRANSFORMATIONAL SOLUTIONS - NEW FRONTIERS
14Trees 3D Printing of Homes and Schools, Malawi

AQUA Plus Water Rating for Buildings, Portugal

Digital Vaccines, US, India and Botswana

Ecovon Renewable Wood Product, Ghana

Genrobotic’s Bandicoot Manhole Scavenger, India

The winners will be announced at a special event on 25 October at the Biltmore

Mayfair, London and online.

Please visit our website to learn more about the shortlist:

transformationalbusiness.live.ft.com

#FTIFCAwards

FINANCIAL TIMES Tuesday 20 September 2022

MARKET DATA

WORLD MARKETS AT A GLANCE FT.COM/MARKETSDATA

Change during previous day’s frading (%)
S&P 500 Nasdaq Composite  Dow Jones Ind FTSE100 FTSE Eurofirst 300 Nikkei Hang Seng FTSE All World § £per€ O Brent $ Sep Gold §

-0.43% -0.62% -1.04% -0.199%
0.114%

Stock Market movements over |ast 30 days, with the FTSE All-World in the same currency as a comparison
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‘People might say we went too easy on

Michael Winterbottom talks
to Danny Leigh about turning
recent history into television
with ‘This England’, which
stars Kenneth Branagh as a
Covid-era Boris Johnson

ou hear the voice, and then

you see the hair. Boris John-

sonleft Downing Street only

two weeks ago, buthere heis

again, back on television
already, quoting Roman emperors. Yet
something important has changed.
Squint past the bird’s nest, and you real-
ise the face belongs to Kenneth Branagh.
The actor has been cast as the former
prime minister in This England, a six-
part dramatisation of the first wave of
the Covid pandemic in Britain.

Like a government, a production of
this scale has many captains. But chief
among them is film-maker Michael
‘Winterbottom, who multitasks as pro-
ducer, co-director of the first and last
episodes, and co-writer of all six.

Today he is at home in Norfolk, and
speaks with relief about Branagh taking
the role. While the series aims toreflect
the breadth of the British experience
with Covid — taking in care homes and
hospitals as well as ministers and special
advisers (spads) — Johnson is its largest
moving part, a character who calls for
an actor of heft. “You can’t underesti-
mate how hard Boris is to play,” Winter-
bottom says. “So much of what anyone
sees is already a performance —and a
performance of endless onion layers.
None of us know whereit stops.”

To some, the very rise of Johnson to
the top was proof of a screwed up Brit-
ain. They may find This England a sur-
prisingly sympathetic portrait, the prin-

Above: Kenneth Branagh as Boris Johnson. Right: writer/director Michael Winterbottom. Below: Ophelia Lovibond as Carrie Symonds — prafisk Amands Edwards/Getty

matory quotes from his time in journal-
ism turn up in dream sequences, plagu-
ing his conscience.)

“I can see people might say we went
too easy,” Winterbottom says. “We defi-
nitely wanted to humanise him.” The
“Boris strand” of the series eventually
grows speculative. “So our Boris is more
self-reflecting than it turns out he prob-
ably is in real life. Maybe our version is
closer to the person Britain wishes he
had been.”

The series ends with the ebb of the first
wave in June 2020. Filmed and edited

T & a,

the ic, research

cipal rendered as a harried mi ed
chief executive with a new partner in
Carrie Symonds (Ophelia Lovibond)
and a baby on the way; adult children
with whom he would like to have better
relationships; money worries; erratic
colleagues; finally the case of Covid that
saw him hospitalised himself. (Inflam-

began in the strange lull of that same
summer. Scientists and NHS staff were
among those interviewed, Winterbot-
tom and his team creating a timeline in
order narrati ic. The

Senior Downing Street advisers were
more forthcoming, however, even then.
“I'was surprised how willing they were
to talk. But I realised I'd been naive
about spads. I'd always assumed they
‘'had actual specialist knowledge, but in
fact they’re all ex-journalists and comms
people. So talking is what they do”

‘Winterbottom has long zigzagged
‘between conventional fiction and dra-
mas rooted in news. His films include
The Face of an Angel, riffing on the case of
‘Amanda Knox, and Greed, with Steve
Coogan playing a proxy of fallen Top-
shop impresario Philip Green. This Eng-
land is the kind of project the TV indus-
try feels good about producing, an of-
the-moment epic putting cats among
pigeons. “British TV should at least try

p
Johnson camp was approached; there
Wwas no response, Winterbottom says.

‘to captu as as
‘what the country has gone through,”
‘Winterbottom says.
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He knows that the buzz around the
series comes from the promised glimpse
behind the curtain into a chaotic
Number 10. For many, the resulting pic-
ture of focus groups and acrid rivalries
will already seem familiar. It still makes
grimly compulsive viewing.

But as asnapshot of Downing Street in
lockdown, you also note the lack of the
office parties that would later help undo
Johnson. News of them was still to break
when the script was being written. Even
when it did, however, Winterbottom
resisted talk of amending his storyline.
Only one party fell within the time-
frame, he argues, which was always
designed to end with the revelations
around Dominic Cummings’s trip to Bar-
nard Castle. And dramatically, he says,
the parties would only echo a point

already madeby that first scandal. “Pub-
lic discovery that the people making the
rules weren't following them all started
‘with Cummings,” Winterbottom says.
The former chief adviser to the prime
minister may be an especially unhappy
viewer. His portrait here is some way
fromthe electoral savant played by Ben-
edict Cumberbatch in another political
re-enactment, 2019’s Brexit: The Uncivil
War. Now played by Simon Paisley Day,
this Cummings is not just a workplace
nightmare, but an emptier vessel than
often imagined. A key role is taken by
the personal blog illicitly dited to

state dysfunction, starting — as Cum-
mings loudly complained — with the
physical flaws of Downing Street.

“Obviously this government had a
particular character, but the problems
go much deeper,” Winterbottom says.
“Number 10 itself makes no sense asa
centre of government — an upstairs flat
overa few cramped offices. But the NHS
has all these structural issues too,
becauseit’s been reformed to beat once
a set of autonomous bodies and a top-
down pyramid. The common thread is
paralysing complexity.”

1f 2020 was a trial for everyone, Win-

out in February of that year; Covid had
already reached the UK. By the summer,
he was working on This England when
his mother was taken to hospital in the
family’s northwestern home town of
Blackburn. Local hospitals were still not
admitting visitors. While his brother
was finally allowed in to see her, she
died unexpectedly before Winterbot-
tom could. “It’s strange. I'd heard the
stories early in lockdown about people
not being able to visit relatives in
hospital, and I remember thinking:
“Well, I would never allow bureaucracy
to stop me.’ And then I ended up in
exactly that position.”

still, This England is careful not to
apportion blame. “We took huge pains
not to editorialise. Which is tricky
across a six-hour drama when you're

showi many crucial decisionsbei
made, or not made.” For all the allure of
Downing Street psychodrama, it keeps
the lens wide as well, making space for
less celebrated lives caught up in the
national crisis. “When I was writing, I
realised 1 was absolutely as interested in
what was happeningin Nottingham care
homes as the inside of Boris Johnson’s
head,” Winterbottom says.

But of course that mystery still
demanded attention. This has always
been Johnson’s gift. As Branagh’s blond
likeness now lures in viewers, so conver-
sation Ti riginal. An
inevitable question to end on: does Win-

1 1

R SR

make it appear he had forecast Covid
before the pandemic.

‘Yet he might also see the series as vin-
dication. A key takeaway from Winter-
bottom’s research is a Russian doll of

ter
Downing Strléet sei]uel? “you know, 1
actually don't think so. Won't he just
want to go off and make alotof money?”

Sky Atlantic and Now from September 28

From confessional to closely guarded

Banks
Roundhouse, London
Ferhirdr

Arwa Haider

There’s an icy veneer to the alt-pop of
californian singer-songwriter Banks
(aka 34-year-old Jillian Rose Banks),
which counterpeints the raw confes-
sional of her lyrics. Her eerily atmos-
pheric tunes have soundtracked several
high-gloss screen dramas (Grey’s Anat-
omy; The Originals) since the appearance
of her debut album Goddess in 2014.
They might not seem as naturally
pitched towards a cheerfully buzzy live
date, but then Banks does have a pleas-
ingly defiantstreak, as well asaloyal fan
base, who packed out this opening UK
show of her Serpentina tour, named
afterher fourth and latest album.

‘While Banks’s songs often paint her as
an ill-fated lover, she’s evidently also a
fighter. The singer has been candid
about her experiences of anxiety, which
led her to perform her earliest gigs with
her back turned to the audience. She has
also endured serious health challenges
in recent years, including a spinal frac-
ture and diagnosis with the autoim-
mune disease Hashimoto's.

At the Roundhouse, she entered to
approving whoops, sashaying down
a staircase clad in slinky, sparkling
black. The offbeat electro-soul of “Mis-

body stockings that included mesh
stretched over their faces. Their moves

‘were mesmerising under the stark spot-
lights: a fusion of seductive motion and
arachnoid contortion that intensified
the menacingundertone of warped R&B
grooves such as “Meteorite”.

The live musicians (drums, key-
boards) remained in the shadows, but
Banks’s fans proved that her dark senti-
ments can have a strangely singalong
quality. They offered word-perfect
accompaniment to tracks from across
her catalogue, including the spiky
stomper “Fuck With Myself” (from
2016 album The Altar).

‘When Banks breathily addressed the
audience, she expressed excitement at
her return to London (“my favourite

Banks on
stage at the
Roundhouse
Robin Lifie/Rederms
viaGettyimages

appeared that this experimental pop
artiste was in some kind of comfort
zone: presiding over a familiar stage
(Banks had played here in 2017 and
2019), and performing to a devoted
crowd who confidently took over the
wvocals each time she directed the mic
towards them (asshe often did through-
out). While you certainly couldn’t
begrudge Banks the following she has
earned, this semetimes felt like a slight
approach to her material’s weighty
themes of agency and vulnerability; it
often seemed she was treading water
rather than revealing anything deeper
than her established hooks.

Atjust over an hour, the concert also
seemed fleeting. There were undeniable
highlights (notably, the wickedly catchy
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understood”, Serpentina’s opening
number, was a statement of intent:
“Damn, I love this hustle/ You don't
havetounderstand”.

city™), and described her growing ease
about sharing personal experiences in
her music. She also couldn't resist a few
slightly gooey segues: “I always write

Banks has previously incorporated  about water . . . do you guys like skin-
twisted choreography into her shows, ny- rhppulg" &heoooed before launch
A service from the Financial Times 311“ herea hYP“ “flexible female d: ingi low jam of “Ski Ipp
her wearing full As the concert progressed,
Tuesday 20 September 2022 * FINANCIAL TIMES

bassline of “The Devil” and an exuber-
ant encore of her early hit “Beggin For
Thread”). But despite her personal
themes, we were still somehow keptata
safe distance, skating around the sur-
facetension.

hernameisbanks.com

FT BIG READ. DIGITAL ASSETS

Fraudsters took advantage of the hype during the pandemic to prey on individuals, exposing a gaping
hole in consumer protections. Investigators often lack the resources to pursue all but the biggest cases.
By Joshua Oliver

ili was celebrating her birth-

day when sherealised she had

been scammed. The 52-year-

old Londoner was enjoying

high tea with her daughter,
who works at a hedge fund, when talk
turned to a vexing financial problem.
Lili, not her real name, had started
trading cryptocurrencies in March
2021, under the guidance of friends she
had met online.

Atone point, she had been up $1.4mn.
Butabad tradelater that year had oblit-
erated most of her gains. still, she had
about $300,000 in one of her crypto
trading accounts, close to the total
amount she had invested. Put off by the
losses, Lili was ready to quit. To liqui-
date her remaining tokens and cash in,
Lili was told she needed to pay some tax.
But when she tried to wire the money to
the trading platform, itbounced back.

Lili’s daughter was alarmed. And with
a sinking feeling, Lili realised her foray
into crypto had been an elaborate scam.
This moment of clarity was the start of
agruellingfight for justice.

Lili is one of thousands of victims
swept up in a tidal wave of fraud that
accompanied the crypto boom during
the Covid-19 pandemic as more people
became interested in investing in

CUTTEnCy.

Scammers stole $6.2bn from victims
worldwide in 2021, according to the
blockchain research group Chainalysis,
an annual increase of about 80 per cent.
Losses from crypto-related scams
reported to Action Fraud, the UK’s
national reporting centre for fraud,
‘more than doubled to £190mn last year
compared with 2020. And by the end of
August, losses are 25 per cent higher
thanthe samepermd lastyear.

Yet i lack th.
investigate the accompanying rise in
fraud cases — especially when the sums
involved in individual scams are seen
as relatively small. And with the cost
of living crisis set to worsen, UK regula-
tors warn another fertile environment
for scammers may be on the horizon.
“We are concerned that, in current eco-
nomic circumstances, people could be
tempted to invest in fake investments,”
says Nausicaa Delfas, interim chief
executive of the Financial Ombudsman
Service.

Lili’s battle to recoup her losses
reflects a gaping divide in consumer
protections between people who use
regulated financial institutions and
those who embrace digital currencies.

Crypto scams occur outside the sys-
tem of regulated financial institutions
and legal protection that safeguards
consumers. Tracing the international
networks of faceless criminals behind
this fraud is a huge challenge for law
enforcement and other investigators.

“Due to the nature of cryptocurrency
— that it’s irreversible, anonymous and
global — it’s obviously attractive to
fraudsters,” says Rich Drury, ombuds-
'manmanager atthe FOS, which handles

- = - 5

Thetwo “friends” who introduced Lili
to crypto, having earned her trust over
months of chatting online during the
loneliness of lockdowns, did not exist.

They shared pictures that testified to
their wealth; posing in front of a Bugatti
Veyron supercar, a fluffy white dog
wearing a Burberry scarf. All the while,
they encouraged Lili to plough more
money into her, apparently successful,
crypto trades. she sold one of her two
flats in London to raise cash for invest-
ment. Lili later discovered the trading
site her so-called friends had recom-
mended, and the apps she had down-
loaded, were spoofs.

Even though she has lost a significant
amount of her life savings, victims like
Lili are unlikely to receive much help.
Their losses are not considered signifi-
cant enough to justify hiring armies of
lawyers and consultants for criminal or
civil cases — or to rise up the priority list
of overstretched police crypto experts.

Crypto criminals exploit the fact that
smaller frauds involving multiple vic-
tims in different countries can escape
the attention of national authorities.
“There’s an economy of scale that fraud-
sters can work on,” says Carmel King, a
director at Grant Thornton, who spe-
mll]ses in asset recovery. A.round Lhe

The lawless world

0

Ifyour loss is relatively low,
there are very few options. It
can be, unfortunately, not
cost effective for people who
may have lost their life
savings. There’s no point
spending £300,000 to
recover £100000

“There’s this big battle going

. The philosophical
underpinning of crypto
begins with crypto anarchists
and the idea that you keep
things hidden from the state.
If there was a regime that was
as strict as banks, that would
be immensely helpful

series of rulings since 2019. Courts are
now willing to grant global orders to
crypto exchanges to freeze and event-
ually return ill-gotten cash, and to
disclose the identity of suspected
scammers. If blockchain forensics can
rapidly trace stolen funds to an
axnhange,bamsmmcanbemoomtthe
next morni der

“England and Wales is the best juris-
diction in the world if you are a victim
of crypto asset fraud,” says Racheal
‘Muldoon, a barrister who has worked
onthese cases.

The progress in the UK gave hope to
Phoebe, a healthcare professional based
in New York, who was defrauded by
scammers posing as fellow Christians
facing legal difficulties in the Middle
East. She sent hundreds of thousands
dollars in cryptoto support their cause.

“I was one of those people who
‘thought this could never happen to me. I
‘thought, ‘How stupid can these people
‘be?’ But the scammersare so good,” says
Phoebe, who also asked that her real
name be withheld. “They would use
‘biblical references to build up your trust
and then steal from you.”

As some transactions went through
UK banks, Phoebe contacted a British
lawyer hoping to benefit from their
experience. Even with losses of

crypto scams

allin the market that the police can
help. 1 think that’s a resource problem,
not a skills problem,” says Sam Good-
man, a barrister, who brought some of
the first crypto recovery cases in UK

courts.
Action Fraud declined a request for
aninterview.

Exchange of power
The crypto sector was built on the idea
that traditional financial institutions rip

off the little guy, so there is some irony
that Lili’s best chance of getting some
money back has come through appeal-
ingtobanks.

In 2019, the UK financial services
sector introduced measures to tackle
“authorised push payment” frauds,
where customers are tricked into
sending money to a scammer. Ten of
the largest UK banks and payment pro-

Lossesin2021from | Theamountpald
crypto-related outlastyearby
scams,anincrease | bankstovictimsof
of80% APPfraud

viders have agreed to compensate fraud
victims out of their own pockets, except
under certain circumstances, such as if

Phoebe Tuded a private
legal action would not be worthwhile.

Muldoon and other lawyers who spe-
cialise in cryptocurrency are inundated
with pleas for help, but say the tactics
that have led to a handful of successful
legal actions in England are out of reach
for most victims. “I can’t help every-
one,” Muldoon says. “Often, the amount
of erypto is so small that I can’t advise
that they spend the court fees.” Lawyers
say cases where the loss is less than
£lmnare not economically viable.

Lili also reported her crime to the
authorities, including London’s Metro-
politan Police. But almost eight months
later, detectives emailed to say Face-
bouk proﬁlaused by the scammers had

d the trail had

The UK police have built up experhse
in crypto, according to experts in the
field, leading to a few multimillion-
pound busts. But they do not have the
capacity to cope with the vast number of
smaller cases. “There’s no confidence at

the ignored a warning. Com-
panies can also be forced to refund vic-
tims if they failed to spot suspicious
transactions and intervene to warn the
customer.

The system has been criticised for
inconsistency and honouring only a
small percentage of claims, leading to
calls for the rules to be tightened. None-
theless, it is a substantial safety net for
victims of smaller scams, whose cases
are unlikely to be i

if they are not there, it's a real problem
. . It’s the essence of the entire [crypto]

Fliushation

some of the criticism that crypto-
currency exchanges face are outdated

projectto disintermediate finance,” says ~ andnotbased on facts.”
Marc jones, a partner at the law firm a .
bwm{_m partn infraud Blockchain busting
Crypto — the Fraud i see the potential

that provide user-friendly services to
buy, store and trade digital assets —
come closest to replacing the role of

But lawyers and fraud investigators
say co-operation from exchanges on
tackling fraud is patchy, and that com-
pames sometimes fail to collect proper

data on their

afforded by transactions being recorded
on transparent, unalterable blockchain
ledgers to make fraud easier to fight.
“With bleckchain-based scams, you
have a unique toolset available to you,”
says Danielle Haston, a former asset
recovery lawyer who now works for
Chainalsyis, a company that builds

Identifying the fraudster via a court
order to an exchange is a key step in
mostanti-scam cases.

“Sometimes, it’s great. You get a
linked bank account or a real passport,”
says Goodman. “Very often it's com-

intracingtools.

Tracking money through the banking
system can be painstaking, whereas
digital assets can be traced in a few days
oreven hours. If blockchain sleuths can
link one victim toa network responsible
for a slgnmcam: collective loss. it

plete garbageinformation.” e case’s chance of
Know-your-customer, or KYC, checks ~ an investigative priority or viable
are a regulatory requi for most ajointlegal action.
financial groups and are increasingly Phoebe says her stolen funds are
required of crypto companies inmany  linked to a network of wallets handling

jurisdictions, including for those based
in the UK. Many of the largest crypto
exchanges avoid these requirements as
they are based offshore. OKX, for exam-
ple, lets users make daily withdrawals of
up to10 bitcoin with no KYC, equivalent
toalmost $200,000.

“Unlike banks, cryptocurrency
exchanges that locate themselves in
exotic places aren’t subject to the
same rigorous standards. So even when
you can get KYC information, often the
quality is very poor,” says Goodman.

In August, a US Congressional com-
mittee wrote to five of the largest

millions in illicit transactions. She
believes this is why detectives are
pursuing her case.

The challenge for investigators is to
link crypto wallets dealing in stolen
funds to real identities. This, investig-
ators argue, is what makes tighter regu-
lation on know-your-customer checks
socrucial.

“There’s this big battle going on at the
moment. The philosophical underpin-
ning of crypto begins with . . . the idea
that you keep things hidden from the
state,” says Goodman. “If there was a
regime that was as strict as banks, that

paid £238mn to victims in 2021, about
half of the total losses to APP fraud,
according to the latest data from the
ing trade association UK Finance.

As some of the money Lili lost to the
fraudsters was sent via bank transfer,
the two banks involved have offered to
refund about 30 per cent of her total
losses. She has complained to the Finan-
cial Ombudsman Service and is arguing
formore.

Drury explains that crypto cases often
fall outside the scope of these protec-
mms l)emuse Lheﬁ.rst Iransamon leav-

Exchanges insist their KYC systems
are robust and that their collaboration
with law enforcement, and ability to
detect and Lrace fraud, ls betl,er than

exchanges to express concern over “the  would be immensely helpful”

apparent lack of action by cryptocur- Europe’s sweepmgMarkHsm Crypto-

Tency to protect sets d to come
d. Banks tr ions through their  into force next year, includes tougher

platforms”. standards for “virtual asset service pro-

viders”, including exchanges. Compa-
nies will also be required to have a pres-
ence in an EU country to serve clients
u] the bloc, preventing offshore crypto

dif 1 financial i skirtingjurisdiction.
“The quality of information and the Progress has been slower in the UK.
assistance that we provide is so much  The Treasury started work on compre-

better than I was ever able to get from
abank,” says Tigran Gambaryan, global
head of intelligence and investigations
at Binance, a former special agent at the
Us Internal Revenue Service. “I think

hensive crypto regulation when Boris
Johnson was prime minister.

Lisa Cameron, the MP who chairs the
UK parliamentary group on crypto, is
pushing for aredress scheme to be part
of: any fm:ure regu]alory framewurl(_
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WOrld, you are under the radar for all
authorities because it doesn’t reach
that level where it’s worth significant
resources to investigate.”

That often means victims who suffer
life-changing financial loss have
nowhere to turn. “On an individual
basis, if your loss is relatively low, there
are very few options,” adds King.
“There’s no point spending £300,000
torecover £100,000.”

‘Tcan't help everyone’

Despite the challenges they face, law-
yers and police have racked up a hand-
ful of high-profile wins against crypto
criminals. British courts, in particular,
have begun to establish a playbook for

recovering stolen crypto ing a

| Crypto fraud is on the rise
this year in the UK ...
Losses to reported crypto-related scams
(Emn)
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... but it peaked globally during |
the pandemic

Value of crypto scams worldwide
(monthly tofals, Smn)

40
Jan to Aug totals
2020 £50.3mn
2021 £128.4mn 30

2022 £160.7mn

1ng the Vicuny's bank account does not
go directly to the fraudsters. Instead,
they guide victims to buy crypto on a
legitimate exchange and then send the
tokenstotheirwallet.

“One of the issues with many com-
plaints is that the code excludes pay-
ments that don’t go to another person in
the first instance,” says Drury. “It’s
always difficult, but with erypto it’s very
difficult to get your money back. You're
almost always relying on redress from
‘your payment provider.”

That banks provide a line of defence
against losses to scammers underlines

T'was one of those people
who thought this could
never happen tome.
Ithought, How stupid can
these people be?’ |
But the scammers are

so0 good. They would use
biblical references to build
your trust and then

2020 21

Sources: Action Fraud;

Chainalysis

steal from you

how heavily the present approach to

relies on

finan-

cial institutions. “You regulate the inter-

16
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mediaries as a form of protection. And

Although the courts have made
progress applying the law to crypto
cases, barristers like Muldoon say regu-
lators are not keeping up. “Seemingly
old dusty judges . .. are getting their
heads around it far quicker than young
bright things at the FCA, revenue and in
government,” she says.

She believes public and regulatory
pressure will eventually force
exchanges, like banks, to do more to
tackle fraud. “They will have to spend
more money and time,” she says. “It
can’t carry on asitis.” For Lili, the battle
for restitution has dragged on for aslong
as the fraud itself. With her case unre-
solved, she has found it difficult to move
on. “I can’t believe I've been fooled at
myage,” she says. “I need justice.”

Tuesday 20 September 2022

The FT View

FINANCIAL TIMES

‘Without fear and without favour®

ft.com/opinion

Misgivings remain about
Meloni and her rightwing
Brothers of Ttaly party

‘Who is the real Giorgia Meloni? A hard-
right firebrand; a conservative sticking
up for family values; astaunch defender
of Ukraine; or a threat to the EU at one of
its most pivotal moments? Meloni is
adept at presenting different faces, at
home and abroad, in her quest to
become what would be her defining
identity as Italy’s first female prime
minister if, as is predicted, sunday’s
general electionresultsinvictory for the
rightwing coalition led by her Brothers
of ltaly party.

Among a deep pool of unattractive
characters on the right of Italian poli-
tics, the best that can be said about Mel-
oniisthatsheis not Matteo Salvini of the
League, whose star has waned as Mel-
oni’s has risen and is now her coalition
partner. Luckily for Brussels — which

must present aunited front against Rus-
sia’s war in Ukraine and also manage
soaring energy prices — she does not
share his pro-Kremlin views (both have
softened their Euroscepticism, helped
by a €200bn EU coronavirus rescue
fund). Nor is she burdened by the dubi-
ous record of Silvio Berlusconi, in whose
government she served and whose
Forzaltalia party props up the coalition.

still, grave reservations about Meloni
remain, particularly as a wave of hard-
right parties enjoy a worrisome resur-
gence across Europe. She calls herself
a centre-right conservative — but has
refused to disown the roots of her
party, whose flag still bears the fascist
flame. Meloni has advocated naval
blockades to prevent migrants reaching
Italy from north Africa, and favours
catchphrases such as: “Yes to the natu-
ral family, no to LGBT lobbies!”

For her part, Meloni derides her
rivals’ obsession in trying to pigeonhole
her. No doubt strategically, she has
presented a more moderate face on

the campaign trail, where voters’ pri-
mary concern is a cost of living crisis,
not immigration. Part of her popular
appeal, beyond her straight-talking
style, is that she is seen as a new broom.
Unlike Salvini, she resolutely refused
to join the unity government of Mario
Draghi, the outgoing prime minister
and former European Central Bank
president.

The flipside of that is her inexperi-
ence at a time when Italy’s credibility
both in Brussels and with financial mar-
ketsis crucial. Draghi was able to negoti-
ate Italy’s €200bn rescue package but it
is contingent on reform, as would be the
ECPB’s new bond-buying scheme to con-
tain borrowing costs of heavily indebted
countries, such as Italy, relative to their
northern neighbours’. The coalition’s
manifesto hints that it will try to renego-
tiate some of those conditions. It should
think again. Meloni seems to under-
stand that her success is tied to Italy’s
economic stability and has advocated
fiscal responsibility, for now at least.

Itisan

The many faces of Italy’s likely new prime minister

Much will rest on her choice of finance
minister — a role often filled by a tech-
nocrat — as well as the foreign and
energybriefs.

Itis an indictment of Italy’s political
class that it has come to this: a choice
between democracy and competence.
For all of Draghi’s expertise, Italy could
notbe governed by technocrats forever.
The fact that Meloni could be Italy’s first
prime minister elected at the helm of a
winning party in 14 years is shocking in
itself. The EU should encourage this
democratic step, as nuanced as it is.
Shunning a Meloni government, for all
its illiberal views, would only push it
into the darker corners of nationalism
shared by Hungary’s Viktor Orban.

We will find out soon enough who
Meloni really is. There is no shortage
of potential crises to test whether she
will revert to type, from the war in
Ukraine to soaring food and energy
costs. Italians, and Brussels, must hope
that her relatively more moderate
mask will notslip.
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Beware the rise of the
black box algorithm

Stephen
Bush

ne of the ways my part-

ner and I are well-suited

is that we both like board

games, and 1 am not very

good at them. This helps,
because my partner is a gracious win-
ner but an appalling loser. Once, in her
early teens, during a game of draughts
with her sister, she responded to an
unwinnable position by turning over
thetable.

If artificial intelligence does destroy
human life, it will almost certainly be
more like my partner’s reaction to
defeat than the destructive intelligence
from the Terminator films. Catastro-
phe will come not when a sophisti-
cated intelligence decides to use its
power for deliberate evil, but when the
easiest way to fulfil its programming
and to “win”is to turn over the table.

ance, the UK’s “algorithm” was essen-
tially arbitrary at an individual level.
The result was a public outcry, an
abandoned algorithm and rampant
grade inflation.

The most worrying use of algo-
rithms in policy are so-called “black
box algorithms™: those in which the
inputs and processes are hidden from
public view. This may be because they
are considered tobe proprietary infor-
mation: for example, the factors
underpinning the Compas system,
used in the US to measure the likeli-
hood of reoffending, are not publicly
available because they are treated as
company property.

This inevitably poses issues for
democracy. Any system designed to
measure the likelihood of someone
reoffending has to make a choice
between letting out those who may in
fact go on to reoffend, or continuing to
imprison people who are ready to
become productive members of soci-
ety. Thereis no“right” or “fair” answer
here: algorithms can shape your deci-
sion-making, but the judgment is ulti-
mately one that has to be made by pol-
s P

The threat that artificial i

ly, their voters.

will cause some kind of societal disas-

We are complacent about
the prevalence of Al
in public policy and
business decision-making

ter is, of course, a reason we should
worry about research, ethics and
transparency. But this focus on the
potential for catastrophe can some-
times distract from the more mun-

Anna Anmmars 1 wnnre Qatnas Airante

As the statistician David Spiegel-
halter has observed, thereis no practi-
cal difference between judges using
algorithms and judges following sen-
tencing guidelines. The important dif-
ference is solely and significantly that
sentencing guidelines are clearly
understood, publicly available and
subject to democratic debate.

The UK’s doomed exam algorithm
was not a “black box” due to intellec-
tual property laws or a desire for a busi-
ness to protect itsinterests, but a result
of the British state’s default preference
for opaque decision-making. Had the

winwlrinme af tha neamace hasn mada
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Tech start-ups should remember real innovation takes time

Your piece on technology start-ups
entitled “A broken scaling model”
(Opinion, September 12) makes
several relevant points on the need to
focus on product differentiation and a
route to profitability.

But one word — or should I say one
abbreviation — summarises the gold
rush of the last few years best: Fomo or
fear of missing out.

Pop culture and start-up culture

marketing spend, big parties and even
bigger addressable markets. Nowhere
was this more prevalent than with

crypto.

Real innovation takes time. Clayton
Christensen’s advice in The Innovator’s
Dilemma is timeless. First, build deep in
one niche and then expand into
adjacent markets. Think Amazon.com.

Second, when you are trying to solve
client problems in new ways your

superior from day one. Think Tesla.

The impending cost of living crisis
will see a pivot from consumer to
enterprise software. As Nalin Patel,
Europe, Middle East and Africa lead
analyst for private capital at data
provider PitchBook, is quoted in the
piece as saying: “Bigbanks are riddled
with legacy IT infrastructure issues — it
leads to all sorts of inefficiencies.”

For all the media hype around

remembering that change in enterprise
software can happen by stealth. Jeff
Bezos famously pointed out that
Amazon Web Services had a seven-year
head start on its competitors.

rise 2.0 has moved us from
on-premises to cloud software,
Enterprise software 3.01s likely to
change the game again.
Rupak Ghose
Chief Operating Officer, Galytix

blurred into one. We've had big technology doesn’t always have to be consumer Web 3.0 it is worth London SW5, UK

Kwarteng wants growth, Fiscal discipline is what An American mourner
but what type exactly? BANX | the US economy needs feels the monarch’s magic
Upon reading your article “Kwarteng Frederic Mishkin is correct that the An accidental mourner of sorts, I
tells Treasury to adopt new focus Federal Reserve must not imitate Paul fatefully found myself in London
‘entirely on growth™ (Report, ‘Volcker’s mistake of easing monetary (Report, September 10). A dawn visit
September 13) [ was reminded of the policy before inflation is defeated to Green Park was partially

late Peter Drucker’s remark that there
are three types of growth: muscle, fat
and cancer. One wonders what type of
growth the chancellor Kwasi Kwarteng
will be championing.

Chancellor’s approach has
unhappy Tory precedents

You report that the new chancellor
Kwasi Kwarteng has instructed the
Treasury to adopt a new approach
‘which focuses entirely on growth
(“Chancellor’s growth target raises
eyebrows”, Report, September 14).

Tam reminded of two of his
predecessors. First, Reginald Maudling.
He was blamed for the “dash for
growth” in his 1963 Budget which

4 - dthei -

of sterling and, through the boost to
consumer demand, led to a worsening
of an existing balance of payments
problem.

second, Anthony Barber, whose
Budget in 1972, led to the “Barber
Boom”. It resulted in high inflation and
large wage demands.

Thope that in this weel’s “fiscal
event”, Kwarteng will explain why his
proposals won't lead to the same
outcome.

John Wosner
London NW4, UK

(Opinion, September 15). President Joe
Biden must also avoid Ronald Reagan’s
mistake of running stimulative fiscal
policy while the Fed is fighting
inflation. In the 1980s, US deficits
reached 5 per cent of gross domestic
product. To offset this stimulus, the
Fed was forced to raise rates to what
Helmut Schmidt observed were their
highest levels since the time of Christ.
The combination multiplied
government debt. Contractionary
monetary policy and expansionary
fiscal policy contributed to US current
account deficits approaching 3 per cent
of GDP. As the Fed seeks to reduce
aggregate demand, as US Treasury
rates have increased by hundreds of
basis points since the start of 2022, and
as the US current account reached 4.8
per cent of GDP in the first quarter of
2022, fiscal discipline is again essential.
‘Willem Thorbecke
Senior Fellow, Research Institute of
Economy, Trade and Industry
Tokyo, Japan

investigative; the crown befuddled as
much as it dazzled. Reading the
remembrances left me teary-eyed but
clear-minded. It was the Queen, as the
nation’s mother, who was so deeply
loved and whom people will dearly
miss. How she connected with so many
was her magic, her power. My
confusion was cured. It was the
‘monarch, not the monarchy.

Gray Schweitzer

New York, NY, US

Porsche vs Ferrari

Management and advisers can aspire to
a luxury valuation but Porsche is naive
to believe it can follow in Ferrari’s tread
(Report, September 16). Simply put, a
Porsche no longer turns heads whereas
a Ferrari remains a sight to be seen.
Porsche has been playing the volume
game for too long for it to be positioned
in the same league as Ferrari.

Clive Bellingham

Zurich, Switzerland

LOS ANGELES

California’s
car culture
isn't ready for

n awarm Saturday night

in August, Sal Preciado

parked his gleaming 1971

Monte Carlo on Sunset

Boulevard in front of E1
Clésico, the tattoo parlour he has
owned for the past 14 years. All
evening, Sal and his friends watched
asa procession of “low-riders” —
lavishly customised classic American
cars — rumbled up and down the
boulevard past his shop.

W ume an ald_erhnnl Tae Anmalae

electric low-riders,” he told me. “We
all lowride. It’s part of the California
culture. Everybody likes these cars,
man — American-made cars.”

But a growing number of
Californians are starting to like
electric cars, too. The state leads the
US in electric car sales, and in the first
five months of 2022 more than 28 per
cent of cars sold here were either
electric or hybrid vehicles, according
to the California Auto Outlook. The

Tacla Madal V a hrvimer alanteia QITg

1940s. It was a “lurid” time of “weird-
looking roadsters and custom cars,
with very loud varoom-varoom
motors” — and lots of highly illegal
drag racing. That outlaw spirit was
revived during the pandemic, when
LA’s usually jam-packed roadways
were suddenly clear — allowing
drivers of the new generation of
American muscle cars to literally take
over the streets.

Instead of drag racing, these

Htnlranuare? _ nlon Lmaum e Geida
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you towards the edge of a cliff, asit did
in 2009, when Robert Jones was con-
victed for not driving with due care
and attention, then it is not a societal-
level tragedy. But it may be a personal
oneifitleadsyoutolose yourlife, your
job or even just your drivinglicence.

F R T
available earlier, the political opposi-
tion to it would have become clear in

finda

The other form of black box algo-
rithm is one in which the information
is publicly available but too complex
tobe readl]y understood This, again,

One unhappy of con-
stant dire predictions about the abso-
lute worst consequences of artificial
intelligence or machine learning pro-
grammes is that they encourage a sort
of “well, they haven’t killed us yet”
complacency about their current
prevalence in public policy and busi-
ness decision-making.

A more common problem is that,
for policymakers and business leaders
alike, the word “algorithm” can some-
times be imbued with magic powers. A
good recent example is the UK govern-
ment’s doomed attempt to assign stu-
dents grades during the pandemic.
Butan algorithm ismerely asetof data.
fed through rules or mathematical for-
mulas to produce an outcome. Asno
UK student sitting their GCSEs or
A-levelshad much in the way of mean-
ingful data about their own perform-

Tuesday 20 September 2022

canh If the algo-
rithm that decides who is made redun-
dantcannot be reasonably understood
by employees or, indeed, employers,
then itis a poor tool for managers and
one that causes unhappiness. In public
policy, if an algorithm’s out-workings
are too complex, they can confuse
debate rather than helping policy-
makers come tobetter decisions.
Spiegelhalter proposes a four-phase
process for algorithms and machine
learningin public policy and the work-
place, comparable to the process that
UK pharmaceuticals must go through
in order to be approved. One reason
that plan is a good one is that it could
avoid a world-ending mistake: but it
could also avert minor tragedies and
publicpolicy failures, too.

stephen.bush@ft.com
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by Christopher Grimes

0w s v UL L g
cruise, one that Sal had organised, and
the mood was festive. Some of the
low-riders were tricked out with
hydraulics that made the enormous
steel cars bounce like bedsprings,
while others had “scrape plates” that
left trails of sparks flying off the
pavement. Throngs of dancing, beer-
drinking 108 cheered.

1 thought about the low-riders a
couple of weeks later when California
governor Gavin Newsom enacted his

Al s 1, @ ALy LR 0 v
‘was the best- se]]mg vehicle of any
type in the first quarter of this year.

The extreme weather in California
‘this month — temperatures reached
record highs across the state,
stretching the electricity grid to the
limit — was a reminder of why its
citizens may feel more urgency on
climate change than those elsewhere.
But California has always been a
pioneer on environmental policy.

1t introduced rules in the 1960s that.

plan to phase out sales of petrol- limited motor vehicle exhaust
fuelled nalshyzoss,partofthesmles emissions, and later set high

goal of reaching zero carbon i dards for fuel iency in cars. In
by 2045. The policy was 2006, California launched the first

groundbreaking, a first in the US.

Newsom also set in motion what
was probably an inevitable collision
between two of California’s defining
traits: its cutting-edge environmental
policy and its citizens’ almost erotic
love affair with the car.

There is no question which side Sal
is on. He's got nothing against
protecting the environment, but he
also cannot find anything to like about
electric cars. “I can’t even imagine

* FINANCIAL TIMES

comprehensive greenhouse gas
regulatory programme in the US. Yet
‘the state also practically invented car
culture, then exported it to the world
‘via rubber-burning ists from

shows” — usua]]y involve huge m)wds
of people standing in an intersection
while cars squeal at high speeds in
tight circles. There have been about
705 takeovers this year — and six
deaths associated with them. When
it’s all over, the air is filled with thick
grey smoke and intersections
indelibly covered in black tyre marks.

It might be hard to see how high-
octane speed junkies like the takeover
drivers could be persuaded to move to
a practical EV in 2035, state rule or no
state rule. But Tesla has already shown
electric cars can be fast; the Model S
can reach 200 miles an hour (322km,/
). Perhaps more significantly —at
least in terms of building credibility in
hot rod circles — an unknown Tesla
driver performed an incredibly

‘the Beach Boys to Dr Dre, American
Graffiti to The Fast and the Furious.
In his classic work on California’s
custom car culture, The Kandy-Kolored
Tangerine Flake Streamline Baby, Tom
Wolfe tells the origin story of hot-
rodding, which he dates to the mid-

jump in East LA this year
that was viewed millions of times
online. Sal remains unmoved. “T hate
Teslas,” he says. “There’s nothing cool
about them. Give me a nice Chevy —
something with character.”

christopher.grimes@ft.com
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Are the British really the worstidlers in the world?

EMPLOYMENT

1 December 1967, five young typists

in an office in Surbiton decided to

‘work an extra half an hour unpaid

each day to help Britain’s struggling

economy. Within days, their “'m
backing Britain” campaign snowballed.
More workers joined in, badges were
made and Bruce Forsyth recorded a sin-
gle. An editorial in the Financial Times
called the campaign “a beacon of light in
an otherwise dismal economic and
industrial prospect” and commended
its spiritif not its economiclogic.

The campaign fizzled out after a few
months, but the notion that Britain
would be better off if people worked
harder has not gone away. In a book in
2012 called Britannia Unchained, five
Conservative MPs revived the argu-
ment. “Once they enter the workplace,

the British are among the worst idlers
in the world,” the book says. “We work
among the lowest hours, we retire early
and our productivity is poor. Whereas
Indian children aspire to be doctors or
businessmen, the British are more
interested in football and pop music.”

Given that two of the boolc’s authors,
Liz Truss and Kwasi Kwarteng, are now
the country’s prime minister and chan-
cellor respectively, it is worth revisiting
this characterisation of the workforce.
Isthere any truth toit? Yesand no.

Let’s start with the “no”. Workers in
the UK don’t work among the lowest
hours. International comparisons of
working hours are tricky because of var-
ied calculation methods, but the availa-
ble data suggests average usual weekly
hours in the UK are slightly above the
OECD average — lower than the US and
switzerland but higher than Sweden,
Germany and France.

Some people probably could and
would work more hours if they had
access to more hild

hoursisn't the key to prosperity: coun-
tries like Turkey have long working
hours but lower GDP per head, while
some countries with shorter hours than
‘the UK have higher GDP per head.
‘Workers in the UK don’t retire partic-
ularly early by international standards
either. OECD data shows the average
effective labour market exit age for men
inthe UK is 63.7 — about the same as the

Data suggests that average
usual weekly hours in
the UK are slightly above
the OECD average

OECD average. For women, it is 63.2,
above the OECD average of 62.4.

As for teenage aspirations, it’s hard to
argue that Britain has a shortage of peo-
ple who want to be doctors. Almost
30,000 people applied to study medi-

point that Britannia Unchained rlghtly
makes. But even so, it should be clear
from this data that working longer

cine at last year, but in spite
of anationwide shortage of doctors, the
government has capped the number of
medical school places in England at

7,500. Young people want to become
doctors and their country needs them.
The failure is rather the under-invest-
mentin training them.

That brings us to the point on which
Britannia Unchained is correct: workers
inthe UK are less productive in terms of
the output they generate per hour than
their peers in comparable countries.
Nor are they catching up. Preductivity
growth has slowed since the financial
crisis in lots of countries, but in the UK it
has practically stalled.

Are British workers just lazy?
That’s not what the data suggests. A set
of large government-funded surveys
which have been conducted since the
1990s shows the share of people who say
they work at “very high speed” for at
least three quarters of the time rose
from 23 per cent to 45 per cent between
1992and 2017.

Customers, clients and managers
now have the whip hand, people report.
In 1992, 71 per cent of employees
said they had “a great deal” of control
over howhard they worked; by 2017 this
had dropped to 46 per cent. This tallies
with data from the Health and Safety

Executive which shows work-related
stress, depression and anxiety on the
rise.

Abetter explanation for poor UK pro-
ductivity is the lack of investment in
new equipment and technology to help
people do their jobs more efficiently.
Amazon workers in robotised ware-
houses pick roughly three times as
many items per hour as their peers in
the company’s non-robotised ware-
houses, for example. They aren’t work-
ing three times harder; they’re more
productive because the robots are
bringing the shelves to them. Yet busi-
ness investment has been weak in the
UK by international standards, and took
a further hit after Brexit. As a recent
report by Giles Wilkes at the Institute
for Government concludes: “The UK
has shifted even more to alabour-inten-
sive, lower-capital model for growth.”

The British aren’t the worst idlers in
theworld. The problem — one Trussand
Kwarteng would do well to focus on— is
‘worse than that. They are running just
tostand still

sarah.oconnor@ft.com

Putin, Xian
the limits o
friendship

GLOBAL AFFAIRS

Gideon 4 3
Rachman f

n February 4 this year —
three weeks before Rus-
sia’s invasion of Ukraine —
Vladimir Putin met Xi Jin-
ping in Beijing. A joint
statement by the two leaders
announced that friendship between
Russia and China “has no limits”.
seven months on, Xi may be regret-
ting those words. Speaking before a
meeting of the Shanghai Cooperation
Council in Uzbekistan, Putin promised
toaddress the “questions and concerns”
that China has about the Ukraine war.
Neither Putin nor Xi chose to elabo-
rate on those concerns in public. Butitis
not hard to guess. The war has weak-
ened Russia, destabilised Eurasia and
strengthened the western alliance.
None of that looks good, viewed from
Beijing.

have set th
Taiwan.

By contrast, a protracted conflict in
Ukraine — and the prospect of Russian
defeat — is a serious strategic setback for
china. As Nigel Gould-Davies of the
International Institute for Strategic
Studies says: “There are abundant rea-
sons for China to be veryunhappy.”

The most obvious is that Russia is
China’s most important international
partner. The two countries are not for-
mal treaty allies. But they back each
other in international forums and stage
joint military exercises. The first foreign
visit that Xi made after becoming presi-
dent was to Moscow. Xi has referred to
Putin as his “best friend”. But now his
pallookslikealoser. And China’s friend-
ship with Russia looks like an embar-
rassment, notan asset.

As well as weakening China’s most
important international partner, the
war in Ukraine has engineered a revival
of the western alliance. US leadership
looks confident and effective once
again. American weapons have helped
to turn the course of the conflict. New
countries are lining up to join the Nato
alliance. The Chinese state media love to

achi kon

The February 4 made it
clear that the foundation of the Russian-
Chinese friendship is shared hostility
to American global leadership. A swift
Russian victory in Ukraine — coming
just a few months after America’s cha-
otic withdrawal from Afghanistan —
would have been another serious blow

S ble decline of the west.
But, suddenly, the western alliance is
lookingrather sprightly.

Beijing could at least take comfort
from the fact that the “global south”
appeared to be neutral — and some-
times even tacitly pro-Russian in this
conflict. That matters because the

important part of China’s rivalry with
theUs.

But sentiment in the global south is
shifting. At the samarkand summit,
Narendra Modi, the Indian prime minis-
‘ter, publicly chided Putin, telling him
that “today’s erais not of war”. The Rus-
sian leader was reduced to promising
that: “We will do our best to stop this as
soon as possible.” At the UN General
Assembly last week, India joined 100
other countries in voting to allow Volo-
dymyr Zelenskyy, Ukraine’s president,
to give a virtual address. Just six coun-
tries joined Russia in opposing the
speech. China abstained.

Athome and abroad, Xi likes tostress
his desire for stability. But the war has
stoked instability across Eurasia.
Azerbaijan has just attacked Armenia,

A seriously weakened and
embarrassed Russia is
NN
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which is an ally of Russia. Fighting has
also broken out between Kyrgyzstan
and Tajikistan.

A seriously weakened and embar-
rassed Russia is already a much less use-
ful partner for China. And the results of
the war are still unfolding. The ultimate
nightmare for Beijing would be if Putin
were to fall and to be replaced by a pro-
western government — which is
improbable, butnot impossible.

Of course, a weakened Russia also
‘brings some benefits for China. Moscow
is now increasingly economically
dependent on Beijing. Putin recently
made a grim reference to the hard
bargain China drives in commercial
negotiations.

Some Washington analysts go even
further, arguing that the Ukraine war
will drive Moscow permanently into
the arms of Beijing, while distracting
the US from focusing single-mindedly
onfacingdown China.

This school of thought argues that a
crucial turning point in the cold war was

pening — and the China-Russia axis is
beinghardened.

But this argument treats great powers
asvalues-free pieces on a strategic chess
board.

The reality is that Russia and China
have formed an informal alliance
because their world views have a lot in
common. It is implausible that one of
them would peel off and decide to align
with America. It is America that is the
problem that they aretrying tosolve.

The Russian-Chinese axis presented
on February 4 was also, to a significant
extent, a personal deal between two
strongman leaders. Putin and Xi clearly
liked each other’s style and saw them-
selves as the embodiments of their
respective nations. They were, in the
words of Alexander Gabuev of the Carn-
egie Moscow Centre, “the tsar and the
emperor”

But with Putin now looking more like
Nicholas I than Peter the Great, Xi must
regret embracing his Russian counter-
partsowholeheartedly.

Queen’s funeral
music revealed
truths about her

—andallof us

Clemency
Burton-Hill

f the millions mourning

Queen Elizabeth II, how

many people could say

with any certainty who she

was, what she thought or
what she actually liked? She leftus a few
clues: the horses, the corgis, the midday
Dubonnet, the off-guard private giggle
at an official event. But one of the most
remarkable traits of the Queen’s 70-year
reign was her absolute inscrutability.
Rarely did shelet her guard slip.

In the realm of music, though, we do
have someidea. While othersin the royal
family, past and present, have shown
interest in progressive musical direc-
tions, Queen Elizabeth preferred conven-
tion. She was aduuful patron of many
musical i
conservatoires, to Chnral societies and
concert venues up and down Lhe coun-
try. Andsh dtob
porter of the people behind the mumc.
whether nervous schoolchildren, pas-
sionate amateurs bellowing their hearts
out or seasoned professional players.

The famed British composer Ben-
jamin Britten was deeply touched at her
ministrations after a heart operation
and stroke almost ended his career; for
her part, she reportedly favoured his
version of “God Save the Queen” over
any other arrangement. The list of other
major composers that she was associ-
ated with — Edward Elgar, Ralph
vaughan Williams, Arnold Bax, William
‘Walton, Herbert Howells, Malcolm
Arnold, to name a few — reads like a
Who's Who of 20th-century British musi-
cal luminaries. But her own tastes were
less Gloriana and more Everywoman.

asand

The soundtrack to this
moment in history had
to afford contemplation
and space to everyone

‘While the Queen wasn't a guest on
Desert Island Discs (more’s the pity), we
have had occasional auditory glimpses
into her inner life.

She loved her girlhood piano lessons
with her sister Princess Margaret. She
loved the British folk music of a coun-
tryside show, or a Scottish céilidh reel.
She loved her bagpiper, who woke her
up most mornings. As one former mem-
ber of the royal household told me: “She
loved the music people actually knew.”
For all the heightened pomp and cir-
cumstance that she endured every day,
the Queen had a common touch.

And so, although protocol means the
likes of Vera Lynn or Fred Astaire songs,
or numbers from her favourite musicals
(such as Show Boat, Oklahoma! and Annie
Get Your Gun) couldn’t possibly be per-
formed at her state funeral, many of her
other favourite pieces were celebrated.
And not just in the historic pageantry of
amonarch’s passing but in the carefully
chosen fanfares with their military
touches: or the nods to her Scottish

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F20&ts=20220919192253&uq=20220804103507
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to US prestige and power. That would
have suited Beijing well; and might even

struggle for the loyalties of countries in
Africa, Asia and the Americas is an
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the Nixon-! Klssmge[ openlngw Chml of
1971. Now, they fear, the opp
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David
Pilling

ne measure of the trust

that a nation’s people have

for the state is the amount

of tax they are willing to

pay. However grudgingly,

under an unwritten social contract peo-
ple agree to part with a share of their
income in the belief that the state will
spend itmoreor lessvnsel A
IC led

schuu]s hospitals and roads to police,
national defence and the running of the
government itself. Everyone benefits
from improved services, a better edu-
cated and healthier population, safer

streets and protected borders.
On this measure, trust in ngenls
state is atrock bottom. tothe

How Nigeria’s state lost the trust of its citizens

the lowest proportion in the world, and
far below the bare minimum the World
Bank says is necessary for a functioning
state. Though there have been half-
hearted efforts to raise the tax base, the
story remains unchanged: Nigerians
pay very little tax and expect very little
inreturn.

In this, the state does not disappoint.
of the country’s 210mn people, some
90mn have no access to electricity.
About 20mn of Nigeria’s children are
out of school. With no social safety net,
some 40 per cent of Nigerians live in
absolute poverty, defined as earning
lessthan $1.90 a day.

Nigeria has a semi-decent road net-
work, at least between big cities such as
Lagos, Ibadan, Port Harcourt, Abuja,
Kano and Kaduna. But security is so
poor that many people are too afraid to
use it. Nigeria’s security forces, mostly
underpaid and under-equipped, areina
war of attrition against gangs of bandits,
separatists, extortionists, kidnappers
and terrorists. The state of insecurity

=

IMF, the country collected 6.3 per cent
of gross domestic product in tax in 2020,

Itis easy to see how Nigeria got here.
For half a century, it has been pumping

oil in quantities large enough to pay
for a small elite, but not large enough
to raise everyone’s living standards

to
by Stefan Dercon, an Oxford professor,
in 2010, when oil prices were riding
high, Nigeria made $54bn from oil
and gas, of which $38bn ended upin fed-
eral government hands. That equates to
only $340 per capita against $1,206 in

Algeria, $2,965 in Gabon and a hefty

Even Muhammadu Buhari, president
since 2015, spent much of his first four-
year term in London seeking medical
care that was presumably not available
athome.

‘With nothing to gain in return, it is
hardly surprising that those who can
afford to paytaxes are reluctant to doso.
The consequences are corrosive. The
rule becomes everyone for themselves.
At its extreme, this turns citizens and
organisations into extortionists — the
mirror image of the extortionary state.

One of Nigeria’s growth industries is
kidnapping. In the year to June 2022,
according to SBM Intelligence, a secu-
Tity consultancy, 3,420 people were
abducted, with a further 564 killed in
incidents associated with abduction.
Families see little point in contacting

$7.477in Saudi Arabia. pullx:e and many negotiate directly with
In those cil the name of ppers, paying in total hundreds of
the game becomes getting hold of oil  millionsof nairainransom.

rent. With almost no money left over to
fund public services, those who can
afford it simply opt out. They generate
their own energy. They send their kids
‘to private school at home (or preferably
abroad). They go to private hospitals.

0il theft is another extortionary
racket. This month, the Nigerian
National Petroleum Company esti-
mated that 400,000 barrels of oil were
being stolen every day. Nigeria has an
Opec quota of 1.8mn barrels but is only

FINANCIAL TIMES

able to meet about 1.13mn, thel in

roots; or the familiar chords of Hubert
Parry’s “My Soul, There is a Country”; or
the exuberant congregational Crimond
hymn “The Lord’s My Shepherd”, which
raised the roof of the abbey.

Queen Elizabeth was an enigma to us.
Music — despite the best explanatory
efforts of many —is equally inscrutable.
Insome ways. itisjust physics, or “sono-
rous air”, as the composer Ferruccio
Busoni putit. Butw within those physlcal
proper bl ities that, in

50 years. In the Delta states

onshore oil is pumped, the government
regularly pays off the extortionists who
blow up pipelines or employs them as
poachersturned gamekeepers.

State refineries have not worked
properly for years. But there has beena
proliferation of illegal refineries
processing stolen oil. In April, more
than 100 people were killed when one
blewup.

Next year, Nigeria will get a new presi-
dent and a new legislature after elec-
tions in February and March. In Abuja
and Lagos, the chatter is of little else. Yet
unless the next government can rewrite
the social contract between the state
and its citizens, it doesn’t much matter
‘who wins.

If astate cannot make its presence felt
through even mildly effective tax and
spending, it will not only be weak, but
part of the extortionist problem. Unless
the Nigerian state can somehow change
course, it is hard to see how the centre
canhold.

david pilling@ft.com

«can be binding
and all-powerful. Into those notes are
somehow collapsed history and geogra-
phy, space and time, grief and joy, sor-
rowand wonder, nostalgia and memory.

Just as Westminster Abbey had to rise
to the occasion as a space to contain all
our modern multitudes, so the sound-
track to this moment in history had to
afford contemplation and space to us
all. Music animates the ears and body,
the head and heart; T know of no more
powerful means of belonging. Even in
these lonely, divisive times, it can
bestow something akin to gratitude on
us, however temporarily. Something
akintohope.

Itis a huge responsibility, of course, to
provide these otherwise-inarticula-
ble things for so many millions across
the world. But Queen Elizabeth tried
and largely succeeded in her efforts. In
celebrating her reign, I believe music
proved itself up to the task.

The writer is a broadcaster, violinist and

author of “Year of Wonder: Classical Music
for Every Day’

Tuesday 20 September 2022
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Apple:
satellite of love

Apple’s pitch for satellite investment
anticipates the misadventures to which
humans are prone. Get stranded up a
mountain with no mobile signal and
your iPhone 14 will text out an SOS.
The idea is to make smartphones even
more indispensable.

But distress signals are unlikely to be
the end of Apple’s ambitions. Just as
the company has begun to use more of
its own chips to increase autonomy
over Apple

planned. SpaceX alone wants 42,000.
Overcrowding risks accidents. But
Globalstar has a satellite network plus
approval for satellite-based mobile
services. Apple’s new parl:ners]np gives
iPhones another advantage.

Singapore hotels:
the Reit stuff

Normally quiet Singapore hopes to
become one big party island soon with
the arrival of global pop groups,
including Green Day. After a two-year

may hope that satellites will give it
‘more control over mlmechvlty The

break due to pandemic restrictions,
Formula 1 returns along with several
global i Hotel

result could be direct comp with
wireless carriers such as AT&T.
Satellite/smartphone deals are all the

operators should have a good time, too.
Accommodation prices in Singapore

rage. Huawei is working with China’s have hit their highest in a decade.
BeiDou satellite network and T-Mobile | Average hotel occupancy rates

has a deal to connect: to pproach 80 per cent, just shy of pre-
SpaceX satellites. SpaceX boss Elon pandemic levels. After Covid-19 struck,
Musk also claims to have had talks Asia’s average hotel occupancy fell to as

with Apple. Amazon has partnered
with Verizon, OneWeb with AT&T and
Nokia with AST SpaceMobile. Some
aim to connect satellites directly to
phones, others to cell towers.

Apple’s deal with satellite

low as 25 per cent in 2020. Shares of

Asian hotel and resort operators,

including Genting Singapore and

Shangri-La Asia, gained in the past year

as singapore eased border restrictions.
This is good news for the real estate

i trusts sector. After a poor

companmy
aims to provide a direct phone-to-
satellite service in the US and Canada
this year. It has lifted Globalstar’s
shares more than 57 per cent in 2022.
Satellite ion requires large-

five years, Singapore-listed hospitality
Reits, including Far East Hospitality

Bank of Cyprus/Lone Star: long shot

A private equity bid for the Cypriot bank appears fo undervalue it. Should refurn on equify come even close
to its farget of 10 per cent, the bank should frade above half of ifs tangible book value. Non-performing loans
have dropped sharply. The bank’s turnround has caught the market’s eye.

European bank returns and valuations
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Cyprus has attracted a different sort
of visitor recently. US buyout group
Lone Star has taken an interest in
Bank of Cyprus, the island nation’s
largest lender. It has made three
unsolicited offers and says it is
pondering a fourth. The latest values
the bank at almost €700mn. But an
attractive price alone may not win
Lone Star the prize it craves.

Cyprus has done well to clean up its
financial mess of a decade ago. The
bank then chose to bail-in bank
depositors during the European debt
crisis. A 50 per cent haircut for savers
w1th ‘more than €100,000, mostly

Trust and CDL Trusts, have
lebounded in 2022. Another, Frasers
lity Trust, received bid interest

scale investment for returns that may
be years away. Lossmaking Globalstar’s
revenues were just $§124mn last year.
Luckily, Apple’s free cash flow was
$93bn, up a quarter on the previous
year. This covers the capital expenses
of sending up new satellites plus
recurring service fees.

Apple also has warrants to acquire
up to 2.64 per cent of Globalstar’s
outstanding stock at $1.01 (43 per cent
below Friday’s price). In return, it will
control 85 per cent of network capacity.

Potential gains could be vast. If
satellite services go beyond emergency
texts to internet connections, Apple
could add another source of recurring
revenue. Internet access in any location
is valuable. If 1 per cent of US iPhone
users paid $100 a month for access, the
service would add close to $1.5bn to the
company’s annual revenue.

The challenge is regulatory approval.
There are thousands of satellites in low
Earth orbit and tens of thousands more

from a Thai property group.

That should not surprise. Singapore’s
F1 night race could draw its biggest
turnout since it began in 2008. Local
carriers Singapore Airlines and Scoot
reported passenger load factors of
more than 85 per cent last month. This
year’s combined hotel room revenue of
$1.4bn is more than double that of last
year, with many hotels pricing rooms
at more than $2,000 a night.

Office properties, another big portion
of local Reits, also benefit from this
popularity. While Hong Kong suffers a
glut of office space and an expat
exodus, Singapore’s office vacancy rate
is below 7 per cent as of end-June. The
city-state will add as many as 20,000
finance jobs over the next five years.
Rental yields, along with Reit portfolio
values, should pick up.

Rising interest rates are a risk to
Reits in the short term. But long-term
total returns of Reits have remained
positive during times of elevated rates

and including many
Russians, helped finance the
recovery. It has since disposed of
‘many of its non-performing loans,

in the past three decades. Singapore’s
celebrations should more than lift the
spirits of Reits’ local shareholders.

n 12 13
equity 2024 (%)

as Cyprus’s economy rebounded after
the crisis.

No doubt Lone Star had noted
Cyprus has stabilised. System-wide bad
loans have fallen 78 per cent, about
€7bn lower, in the past five years. Asa.
share of gross loans, NPLs stood at 11
per cent system-wide. Bank of Cyprus,
with 40 per cent of the loan market,
has done better, getting its ratio closer
0 6 per cent at the end of June.

A rebound in economic growth
should mean real gross domestic
product expands 4.5 per cent this year.
‘While links with Russian businesses
linger, these now account for only
about 2 per cent of outstanding loans.

Bank of Cyprus has returned to profit
and expects to earn a return on
tangible equity of 10 per cent in 2024.

experience revolution” will involve
extra capital expenditure amounting to
50 basis points of sales. Overall capital

? Bank of Cyprus non-performing loans
ross NPL ratio (%)
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This turnround and bid interest have
helped the London-listed shares rally
36 per cent this year, far better than
the MSCI Europe banks index.

on this profitability, a simple
regression of returns at European
banks suggests it merits a valuation
almost twice the 0.35 times tangible
book value of Lone Star’s latest offer.
Even with a sizeable discount for past
transgressions, the bank’s
shareholders deserve a higher price.

Not only shareholders but local
regulators will need convincing. They
will fear short-term capital gaining
control of a bank only recently
nursed back to health. Watchdogs are
rushing to enact blocking legislation.
Even a higher offer may not win the
deal for Lone Star.

acquisition of food and beverage
provider Autogrill, announced in July,
should encourage customers to linger.

spending will be 4.5 per cent of salesin | This deal valued the Italian caterer’s
the medium term. That is more than equity at between €2bn and €2.2bn.
il double what it was last year, and more Dufry has high hopes for operational
DUfryIAUtOQrIII' than some investors expected. a we])]fs n thep Tnext two
happy meals That spending will constrain equity years, ebitda margins are expected to
free cash flow conversion (from rise by between 75bp and 100bp from
Swiss duty-free travel shop operator operating cash flow) to 20 per cent the first half’s 7.1 per cent.
Dufry this week announced its new over the next two years. That is at least But enhancing the pre-flight airport
purpose, making travellers “happier”. a quarter less than pre-pandemic. But encounter hardly protects Dufry from
Its investors could do with a lift too. it expects conversion to rise above 30 any impending weakness in the world
Despite airports bursting with per cent in the following two years. travel sector. Its valuation hints at that.
passengers, Dufry’s share price has Diversification is another strand of DufTy at present trades on a forward
recovered only modestly. It wallows Dufry’s strategy. Expanding its EV-to-ebitda multiple of just under six,
closer to its March 2020 lows than footprint in the US and Asia-Pacificis compared with an average of almost 10
pre-pandemic peaks. meant to offer protection againsta over the past decade. An economic
This route to i begins with downturn. Dufry also wants downturn could mean the pay-off from
Dufry’s “smart” airport stores. Creating | to increase the average amount of time | Dufry’s push into “experience”
‘what Dufry grandly calls its “travel customers spend in its shops. Its. shopping for travellers is delayed.

Trump/DWAC:
drama scene

‘Whether in politics or business, vote
tallies connected to Donald Trump
create drama. For nearly a year, the
former US president’s business
venture, Trump Media and Technology
Group, has planned to go public viaa
blank-cheque vehicle. The deal is
currently stuck in the customary US
regulatory review.

The special purpose acquisition
company cannot afford to wait much
longer. Its original legal documentation
had required the deal to close by this
month. The Spac has furiously tried to
win a shareholder vote for a one-year
extension but has so far come up short.
Only alast-minute $3mn cash injection
from the Spac’s sponsor has provided a
three-month reprieve. Otherwise,
nearly $300mn in the pot would return
to the Spac’s shareholders.

Those investors will expect $10.30
per share, the $10 par value of the Spac
share plus interest earned. But share
prices can act like opinion polls.
Despite the likely liquidation price,
shares of the Spac, known as Digital
‘World Acquisition Corporation, still
trade at more than $20 a share.

Shares of DWAC have soared as high
as $97, buoyed by enthusiasm for
Trump’s Truth Social app, a Twitter-
like social media service. But mere
loyalty to his cause does not bring in
business. The Trump media group has
struggled to gain traction during a year
in which established rival brands, such
as Meta and Snap, have suffered
declines in advertising revenue.
Valued at $875mn a year ago, this
looks unrealistic for the Trump media
group today, at least on traditional
valuation metrics.

True, Trump’s following could pump
up the Spac’s stock price beyond
financial fundamentals. But not unless
the Spac deal itself overcomes
procedural hurdles. In its latest
quarterly filing, the DWAC Spac
declared less than $3,000 in cash. The
FT reports that it has so far failed to
pay the consultant that rounded up the
votes it needed to carry on. Devotion
alone does not pay the bills.

Lex on the web
For notes on today's stories
go to www.ft.com/lex
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lesson (4)
9 Turns out partner is worried about
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Crisis spurs
clean energy’s
big push to
secure supply

Russia’s weaponisation of gas thrusts geopolitics
back to top of agenda, writes David Sheppard

enewable power has long

struggled to shake off an

image of idealism in the

hard-nosed energy world.

But the energy crisis has pre-
sented an opportunity to change per-
ceptions: clean energy is not only about
reducing pollution or hitting net zero
emissions targets; it is also about mak-
ingcountries more secure.

Today, the price of gas is trading at
roughly 10 times the level it averaged
over the previous decade, after Russia
cut supplies to Europe in retaliation for
western sanctions over its invasion of
Ukaraine. Electricity prices, oftenlinked

1

businesses through this winter and the
next. However, sections of the energy
industry are calling for a longer-term
solution. For renewable energy compa-
nies — and nuclear providers, too — this
isachance to demonstrate that they can
beintegral toan energy security policy.
Equinor, Norway’s state-backed
energy company and a pioneer in tech-
nologies such as floating offshore wind
and hydrogen, has been tailoring its
pitch to governments in light of the cri-
sis. Aswell as beinga friendly and relia-
ble oil and gas supplier, it offers wind
turbines that can provide countries
with a supply source less exposed to

tothe price of gas, hav d. And
that has pushed energy security to the
topof the political agenda.

Governments are now pumping hun-
dreds of billions of pounds and euros
i h h and

inter oil and gas prices.

“Over time, more energy will be
needed and that energy needs to be
more and more decarbonised but it also
needstobe secure,” says Anders Opedal,
Equinor chief executive. “These days,

Setting store:
Europe has
responded by
shipping in more
LNG from the
likes of the US

and Qatar
ur DesplenterPA

we need to balance oil and gas produc-
tion with a move towards more decar-
bonised energy, which is good for
Europe’s energy security.”

Nuclear operators have also been
quick to talk up their energy security
credentials. Many industry experts
expect a renaissance fora sector that fell
out of favour in many western countries
in recent decades, particularly after the
Fukushima disaster in Japan in 2011.

Patrick Fragman, chief executive of
Westinghouse, which is planning to
build new reactorsin the UK as well asin
eastern Europe, argues that interest was
already rising before Russia’s invasion of
Ukraine, due to decarbonisation plans.
Now, energy security is very much back
onthe agenda.

“Geopolitics has been driving energy
markets for decades,” Fragman says. “It
had been forgotten a little while, but

‘The
western
world has
realised it
has fragile
market

structures’

SRR

now it’s made a huge comeback. That
drives considerations of energy security
and long-term planning. We have a situ-
ation where the western world has real-
ised it has fragile market structures.
Nuclear is an inconvenient truth to
meet these challenges of energy security
and netzerotargets.”

The EUhasalready started to take big
steps. Under its so-called REPowerEU
plan, the European Commission says it
aims to “drastically accelerate our clean
energy transition” and be “independent
from Russian fossil fuels well
before2030”.

‘While Europe is initially replacing
Russian gas with cargoes of seaborne
liquefied natural gas from countries
including the US and Qatar, the longer-
term part of the project focuses on cut-
tingreliance onimported fossil fuels.

Continued on page 2
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‘Fast charging needed’ to drive take-up of EVs

Transport

Big hubs can have cars ready
to go again in 15 minutes,
BP’s head of future mobility
tells Tom Wilson

1f governments want to fast-track the
mass adoption of electric cars, they
should focus on the total capacity of
vehicle charging networks, rather than
the number of charge points, according
to Richard Bartlett, head of future
mobility and solutions at BP.

Bartlett, who runs the energy major’s
charging business BP Pulse, has a vision
for the future of mobility in which vehi-

| h: d athome, at. inati
like supermarkets and cinemas, or at
large-ultrafast charging hubs on key
transport arteries.

This shift would result in fewer of
today’s “forecourts”, but these could be
replaced with bigger sites capable of
charging hundreds of vehicles at the
same time.

Having vastnumbers of charge points
scattered around a city or a country

quickly becomes “uneconomic”, he
argues. “You don’t supply much power.
It’s a lot of maintenance when they
go wrong . . .[and] customers get frus-
trated . . . so we believe it's more effi-
cient for the grid, and the customer, to
concentrate in fewer but larger latest-
tech deployments.”

One of BP’s ultrafast chargers can
deliver 1,000kwh a day if in use for a
third of the time. Over the same period,
a single lamppost charger would only
deliver 40kWh.

“We have a deep that the

‘the need for fast and ultrafast charging
and eased regulation to make it easier
for companies to acquire the land, per-
mits and power connections needed to
roll outlarge sites.

“In China, we just opened an ultrafast
charging location from start to finish in
less than 30 days,” Bartlett points out.
“In the UK and America, it can take up
‘totwoyears.”

A second Chinese site, which BP has
recently acquired in the southern city of
Shenzhen, has capacity to charge 480

focus should be on high-speed charging,
fast and ultrafast,” Bartlett explains.
About 50 per cent of BP’s global charg-
ing network is fast or ultrafastbut, in the
first three months of the year, those
chargers accounted for 95 per cent of all
the EV energy BPsold.

Historically, though, the UK govern-
ment may have put too much emphasis
on the number of charge points, rather
than the capacity of the network, Bar-
tlett says. According to data collected by
charging app Zap-Map, there were
33,996 electric vehicle charging points
in the UK at the end of August, of which
8,398 were “slow” chargers.

China has been quicker to embrace

“The Chinese government has a very
clear strategic goal: we are moving to

‘In China, we just opened an
ultrafast charging location
inless than 30 days’'

EV. And [as a result], EV is coming so
fastthereitisoff the charts”
Last year, China d for more

24 per cent of all cars sold in China, up
from13.8 per cent in May 2021

Outside of China and the UK, BP Pulse
says it has the biggest fast and ultrafast
charging network in Germany, and now
plan: in eight other
countries. It also has a growing presence
inthe US, Australiaand New Zealand.

To facilitate the mass adoption of
electric vehicles, governments should
think about where charging needs to
occur and then create “the permitting
and grid connection support to doitina
strategic way”, Bartlett says.

“At the moment, there’s a bonanza,”
he observes, “a land grab from compa-
nies, like us, just rushing out there
going: “That looks like a good location’.
But only time is going to really tell what
isagreatlocation.”

For the companies, he adds, it is
important they get the software right to
ensure the grid, the charging point, and
the vehicle can communicate to make
the charging process as efficient as pos-
sible: “We're a customer-first company
inbusiness but we are hugely dependent
onproduct and softv »

than 50 per cent of new electric vehicle
sales globally, says Energy Intelligence.
By May, electric vehicles represented

Other paths that BP is exploring
include the installation of batteries at
charging locations to store power for

periods of peak demand and the devel-
opment of ultrafast charging for heavy
goods vehicles.

The fastest electric vehicle chargersin
the world today have a maximum out-
put of 400kW, meaning a vehicle capa-
ble of accepting such speeds can be fully
chargedinabout 15minutes.

A charger able to deliver 1 megawatt
could theoretically charge a heavy
goods vehicle in about 40 minutes. That
would enable it to be fully recharged
during the 45-minute break lorry driv-
ers are required to take every 4.5 hours
under EU law.

Ultimately, electrifying vehicle fleets
for ride-hailing, car hire and particu-
larly the delivery of goods, will drive the
biggest gains for electrification and
influence how charging infrastructure
evolves, Bartlett suggests.

“The forecourt will move to the depot
of Amazon, to the airport for car rental
companies, to hubs for people on the go,
and tohubsfor ride hailers.”

Electrifying work fleets will have the
most impact on emissions. “If you want
to dent carbon dioxide, the more you can
take diesel trucks or vans off the roads
and replace them with electric, the big-

Crisis spurs
clean energy’s
push o
secure supply

Continued from page 1

Under the plan, the EU wants to have
17.5 gigawatts of hydrogen capacity
within three yearsand has increased the
renewables target to 45 per cent of
power generation capacity by 2030,
from a level of 40 per cent previously.
That would add more than 200GW in

gerthe benefit for society,” he: h

Slow growth
knocks the
wind out of EU
energy tfargets

Renewables Gaining permissions for clean fuel
projects is the biggest hold-up, writes Alice Hancock

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F0

9%2F20&ts=20220919192253&uq=20220804103507

1l capacity d with pre-
wvious proposals.
Henning in at Eurasia Group,

a risk consultancy, says renewables
companies are keen to emphasise their
role in energy security, particularly as
they — like fossil fuel groups — have
been targeted with windfall taxes.

Many are earning larger profits than
usual as electricity prices have soared,
but they are aiming to focus attentionon
getting commitments to speed up new
developments and cut red tape.

“The message is ‘our profits will ena-
ble usto help you solve what is clearly a
fossil fuel crisis’,” says Gloystein.
“They’re already pushing this idea
across Europe saying that they are the
long-term solution, not just to hitting
net zero targets but making countries
more secure. But they need tobe able to
invest —and invest quickly.”

Others are more sceptical that cleaner
forms of energy will be able to com-

‘Donein the right way, we
can have electricity that is
affordable and reliable’
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or years, six onshore wind

farms due tobe built in the pic-

turesque Italian regions of

Puglia, Sardinia and Basilicata

were stuck in bureaucratic
wrangles. Italy’s ministry of culture
argued that the sight of the wind farms
was an eyesore. The ministry of ecologi-
cal transition pushed back.

Gaining permission for wind parks in
situations like this can take eight years.
But, in March, Italy’s highest executive
body, the council of ministers, stepped
in to secure the approvals. Roberto Cin-
golani, Italy’s minister for ecological
transition, said this highlighted the gov-
ernment’s “commitment to the develop-
ment of energy from renewable sources
throughout the country”.

All EU states are now realising this
need for more renewable power, as they
wake up to the dangers of relying on
Russian gas. With Russia cutting sup-
plies to the west, following opposition to
its invasion of Ukraine, traditional

about a transition to cleaner
fuel to combat climate change has been
upended.

The process of moving from coal to
gas to renewables has now become a

question of increasing coal power to see
citizens through winter, while targeting
as higha capacity of renewable power as
possible. Nuclear power is also back on
the table for some countries — even for
those such as Germany that have been
historically opposed toit.

In its RePowerEU proposals set out in
May, the EU said it wanted to increase its
already enlarged target for renewable
energy from 32 per cent of total power
production to 45 per cent by 2030. But,
despite desperate artempts to speed up
clean power prod

The gas crisis “increases the motlva-
tion and the determination” for renewa-
ble energy, says Graham Weale, profes-
sor of energy economics at Ruhr Univer-
sity Bochum and former chief econo-
mist at German energy producer RWE.
“But, on the other hand, it is increasing
problems of cost and so on, which are

All pages from Financial Times (Asia), Tuesday, September 20, 2022
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maximum annual increase of 9.9GW. To
reach the EUs target, however, 26.8GW
‘would need to be built each year.

1t is a similar story for solar panels.
Average EU growth over the past five
‘yearshasbeen13.7GW witha i

Industry body WindEurope says the
price of balsa wood needed for rotor
bladesisup 300 per cent since February.
Steel prices have almost doubled and
the cost of nickel, a commodity needed

achieved of 21.4GW. But the EU target
requires 55.4GW of annual growth.
‘Waiting on permissions is the biggest
hold up to progress. Projects that take
months to build can take up to 10 years
‘to receive approval, the European Com-

in the prod of turbine compo-
nents, has increased by 35 per cent.

Wind turbine manufacturers have
typically signed contracts at fixed prices
with developers, says Giles Dickson,
‘WindEurope chief executive. With little
sign of an end to price rises, though,
hese have b i

mission has said. Legislation to speed up
the process has yet to be adopted.

Nils Torvalds, a European Parliament
member working on the EU’s Renewa-
‘ble Energy Directive, says the environ-
mental lobby can be obstructive in chal-
lenging the building of renewable parks
on grounds that they may harm natural
habitats. “Everyone knows some small
species on the verge of extinction and
that makes it difficult to

hampering prop P
The EU’s new renewables targets, he
adds, are “fairyland figures”.

The UAE-based lntematmnal Renew-
able Energy Agency, an intergovern-
mental body, recorded the average EU
capacity growth of onshore wind farms
in the past five years as 8.3GW, with a

find functioning solutions,” he says.

At the building stage, parks face big
supply headaches. Punishing price rises
on materials for wind turbines and pho-
‘tovoltaic cells arein part due to Covidlag
in China, a leading parts supplier, and
‘because of the Ukraine war.

Slow permission procedures also

IS [HIVE SRYTULKEIEU UUE 10 YIVLAE SUPPIY ISSUES — Hancesm MawAmy
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Once wind and solar farms are built,
the final element is whether the grid is
ready to cope with such intermittent
power sources. Laurent Schmitt, utili-
ties head at clean power company
Dcbel, says: “While grids have, so far,
not beenmajor roadblocks to renewable

pletely i
calrisks.

There are already concerns about the
<dominance of solar markets by China. It
isresponsible for more than 80 per cent
of the manufacturing chains for items
such as cells and polysilicon and, with it
having driven down costs, other coun-

integration, we should they
will become bottlenecks.”

More investment is needed, Schmitt
argues, in storage capacity near clean
energy sources, as part of a more
dynamic elfurtm capture the benefit of

P Zlinwe
ited number of available sites: “They are
competing for a smaller pie than they
should be,” Dickson adds. “So the prices
that are winning auctions are not neces-
sarily prices that are possible for manu-
facturing wind turbines.”

sunand wind gy whenit’saround.

‘Weale points to a high court rulingin
Germany stating that the government
must do more to expedite the green
transition. He says there may be politi-
cal obstacles to a faster renewables roll-
out, but ‘any problem can be solved by
thro

In April, Sheri Hickok, GE bl
Energy’s chief executive for onshore
wind, warned: “We havean i i

deal of money atit.”
However, he adds Lhat a massive

market that is beyond what anybody
anticipated even last year.” She noted
that suppliers were cutting jobs, too. “If
the government thinks that on a dime
this supply chain is going to be able to
turn around and meet two to three

in
a viable replacement for Russian gas
would present a challenge to a funda-
mental EU precept: that member states
should not dole out huge amounts of
state aid, lest it imbalance fair competi-
tioninthesingle market.

tries strugg]

China also dominates the market for
many rare earth metals used in magnets
that are critical for the construction of
wind turbines and electriccar motors.

In the nuclear sector, Russia is one of
the biggest suppliers of enriched ura-
nium, the key fuel used in plants, con-
trollingmore than 40 per cent of the glo-
bal market, according to researchers at
Berenberg.

supporters of clean energy feel these
challenges risk being overstated, how-
ever, when compared with the all-too-
current threat posed by gas and other
fossil fuel prices.

“It’'snot going to be ashort-term fix as
it’s going to take quite a few years to
build those plants,” Fragman says.

“But, done in the right way, we can
have electricity that is affordable
and reliable.”

Support urged for workers seeking green skills

Retraining

Scotland provides test case
for labour forces preparing
for change from fossil fuels,
writes Nathalie Thomas

For Lesley Cartwrlght the Covid-19

d nin
the UK Norlh Sea oil and gas industry,
were the factors that pushed her to
change career and seek work inrenewa-
ble energy.

t, from Ayrshire in the west
of Scotland, had been a technical profes-
sional in the oil and gas industry based
out of Aberdeen in the north east for 13
years. But she was among thousands of
North Sea workers wholost their jobs as
global energy demand pk d dur-

many governments hope will be repli-
cated by more oil and gas workers, in an
effort to cut reliance on fossil fuels and
meet stretching climate targets.
“Iwasquite lucky, I had arecruitment
[as] part of my redund
who helped me identify transferable
skills,” says Cartwright. Based just out-
side the East Ayrshire town of Kilmar-
nock, she is now a senior project man-
ager at consultants Natural Power.
Given herjobis based on project man-
agement, Cartwright did not have to
undergo prolonged retraining. But, and
depending on workers’ role and type of
employment, the shift from fossil fuels
to green energy is not always so straight-
forward. cartwright says she has since
been asked “a lot of questions” from
former colleagues in the oil and gas
industry keen to make a similar move.
The workforce in north-east Scotland
i i atest what could

ing coronavirus lockdowns.

Cartwright says she had already been
a “bit disenchanted with the oil and gas
industry” even before she was made
redundant. So losing her job became a
spur to shift to the cleaner side of the
energy sector.

And her career change is the kind of

happen elsewhere in the world. It has an
ageing oil and gas basin and a fast-grow-
ing renewables industry, with offshore
wind, in particular, forecast to undergo
explosive growth in the next decade.
“This is a global issue and arguably
the UK is ahead of the curve,” says John
Underhill, energy transition director at

Lesley Cartwright: transferable skills

National Energy skills Accelerator, an

organisation setup to help the North Sea

‘workforce prepare for a transition from

fossil fuels.

The UKgm'emmmt made developmg
dskills” plan

But unions and climate campaigners
warn of challenges for contractors and
oﬁshnrewnrkers who also want to take

f the growth in bl
in Britain — by switching to offshore
wind installations, for example.

A survey of more than 600 offshore
oil and gas workers puhllshed lastyear,

the oil and gas industry is making mas-
sive profits”

Underhill admits government fund-
ing to assist retraining is an issue in
many markets. “Everywhere, financial
supportfor thisis scarce,” he says.

In Germany and Sweden, the transi-
tion from oil and gas is throwing up

by dli Plat-
form, Greenpeace and the trade unions
RMT and Unite Scotland, found con-
tractors were having to spend an aver-
age of £1,800 annually out of their own
pockets to duplicate training. This was
because there were different certifica-
tionsch di

imilar
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Philipp Schrisder — chief ive of
Bremen-based equipment supplier
1KOMMAS, which helps consumers
reduce emissions from their homes by
fitting low carbon systems such as elec-
tric heat pumps — says it is hard for fos-

— runby separ sil fuel workers in technical positions,
tation bodies — for the and  such asheatingi toshift to the
oiland gasindustries. clean energy sector.

Training organisations such as Opito “Their main expertise is with hydron-

— a not-for-profit body based in Aber-
deen - have since acknowledged the

a
and gas workers find new opportunities
—akey partof a “transition deal” struck
‘with the North Sea industry in 2021.

For employees of big integrated
energy companies, such as BP and Equi-
nor, the transition can be fairly smooth,
with retraining paid for by their
employer. As in Cartwright’s experi-
ence, skills such as project management

3l
v

“fr. d approach” and, in March,
promised a “digital passport” to allow
offshore workers’ existing training to be
recognised across both fossil and green
energy industries.

Even so, campaigners such as Rose-
mary Harris of Platform are frustrated
at the pace of progress: “Workers are
still finding it hard to transition, [are]
worried about their futures and are still

ics,” he notes. “They have no experience
when it comes to electrification.”
Hydronics expertise is no use when it
comes to fitting low carbon systems,
adds schrider, whose previous roles
include Tesla’s country director for Ger-
many and Austria.

Companies such as his can retrain
installers, but he says governments
could help by paying 50 per cent of
workers’ salaries during that process.
“Right now, we take the entire cost on
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Raw materials Asia dominates the production of
lithium and rare earths, reports Harry Dempsey

Europe lags
China in race
for electric car
supply chain

ince the car was invented in

Europe 136 years ago, the

industry has tobecome

one of the foundations of the

continent’s economic growth
and prosperity.

But, as China establishes greater con-
trol of the supply chain for electric vehi-
cles, Europe’s automotive sector faces
one of the biggest challenges in its his-
tory asittriestocatchup.

And it will notjust mean creating fac-
tories to build the batteries, says Emma
Nehrenheim, sustainability chief at
Northvolt, Europe’s most advanced bat-

Vulcan Energy, which hopes to pro-
duce lithium, akey battery material, in
Germany. “China has been several
chess moves ahead for awhile now.”
‘Vulcan — in which Stellantis, the car-
maker formed by the merger of Jeep
owner Fiat Chrysler and Peugeot owner
PSA, has invested €50mn — illustrates
the challenge. Lithium is dug up from
hard rock in Australia and processed in
China, or slowly evaporated from brines
in Chile. Vulcan wants to start produc-
ing lithium in Germany from 2025 with
1

Rare earths are crucial to a number of industries
Estimated industrial uses of rare earth elements in 2020 (&)
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China dominates the production of rare earths
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Ore inspiring:
lithis dug up
from hard rock in

a new, unp! which
pumps up brine and extracts lithium

tery making start-up. It will involve th
whole ecosystem of mining, refining
and chemical engineering needed to
supply them. “The one who owns
processing capacity will be the one that
controls and trades where material
comes from,” shesays.

The EU has big ambitions for EVs,
aiming to phase out sales of new petrol
and diesel-powered cars by 2035. This.
month, the bloc’s leaders said they plan
critical raw materials’ legislation to fund
strateoic nraiects and hnild stnckniles

directly mal energy.

But, besieged by rocketing energy
bills and rising borrowing costs, execu-
tives in Europe’s battery and raw mate-
rials industry fear the continent will
become reliant on Asian companies,
including China’s CATL, South Korea's
LG Chem and Japan’s Panasonic.

Roland Getreide, chief of Luxem-
bourg-based Livista Energy, which is
seeking to build lithium refineriesin the
UK and mainland Europe, says getting

the sinnlv chain readv for when electric

A lia to be
processed in
China

Corla Gotigens/Blcomberg

in Europe supplied from Asia and a
local European player procuring and
supporting a local supply chain. Last
month, CATL announced a mammoth
$7bn investment in a gigafactory bat-
tery production site in Hungary.

“The battery makers from Asia that
set up in Europe would bring in their
materials in a semi-finished or finished
form,” says Mark Thompson, chief exec-
utive of Australian advanced materials

p Talga. It is developing a
project in Sweden to extract and process
graphite, vital for battery anodes.

Europe has almost no lithium and
graphite operations. It is home to just
one of the world’s 15 battery-grade man-
oanese snlnhate nradncers and

avoid bringing materials in,” says
Thompson.

Europe’s auto sector also faces chal-
lenges in establishing a supply chain for
electric motors, the second most valua-
ble part of EVs. These need highly spe-
cialised permanent magnets that use
rare earths, a collection of 17 elements
that are extremely difficult to extract
and process. China dominates the pro-
duction and processing of rare earths,
with an estimated 80 per cent global
marketshare.

Only one company in Europe’s supply
chain — Canada’s Neo Performance
Materials — is presently capable of sepa-
rating rare earth materials for use in
macnets. Tt has exnlaration richts for a

‘Chinahas
been

from a group tied to Andrew Forrest,
one of Australia’s richest men — further
evidence that the future of Europe’s
automotive industry is enmeshed in a
broader geopolitical and ical web.
Constantine Karayannopoulos, Neo
Performance Materials’ chief executive,
suggests Europe is only just recognising
the key to China’s dominance. “What
the narrative is missing is that China is
the largest producer of rare earths
because it is the largest consumer of rare
earths,” he says. “The magnet industry
has been driving the rare earth indus-
try” Neo aims to make magnets in Esto-
nia from 2024, to consume its separated
rare earths. GKN in the UK is also
exnlorino hnildine FV maenets.
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Huwever Chmaslend mbaneryman—
ufacturing for EVsis stark. Itis expected
to produce 76 per cent of global lithium-
ion battery cells this year, compared
with the EU’s 7 per cent, according to
Benchmark Mineral Intelligence.

“There’s alot of ground to make up,”
notes Francis Wedin, chief executive of

T L e e R o T o
vehicle demand soars is at the fore of the
industry’s problems. Europe is trying to
“compete with people who are 20 years
ahead with cash flows already”, he says.
Even if Europe draws battery manu-
facturing investment, executives see a
vast difference between Asian battery
makers setting up “satellite” factories

accounts for only 9 per cem uf globa.l
cobalt chemical supply, says critical
minerals consultancy Project Blue.
European battery makers would need
to bring in materials from abroad for
some time, since it takes far longer to
develop mining projects than battery

factories. “In the early days, you can’t

rare earth mine in Greenland, the
autonomous country within the king-
dom of Denmark.

Hastings Technology Metals, an Aus-
tralian rare earth miner, recently agreed
to take a 22 per cent stake in Neo Per-
formance. But the deal is being funded
by a A in Hastings

several
chess

moves
aheadfora
while now’
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Project Blue founder Nils Backeberg
says China continues to send reminders
of its dominance. Last month, it raised
its annual rare earth mining output
quota, which Beijing uses to control
prices, by 25 per cent to a record high:
“This has re-emphasised that China
holdsall the cards.”

UK refinery targets carbon
capture and storage future

Emissions

India-based owner of
Merseyside plant aims to
play key role in plans to
build a market for hydrogen,
writes David Sheppard

North-west England’s Stanlow oil refin-
ery has stood near the banks of the river
Mersey for almost 100 years. But, today,
its managers want to ensure ithasa low-
carbon future over the next century.

It produces about 17 per cent of road
fuels in the UK and some heavy invest-
ment is going into decarbonising the
facility —funding plans to capture emis-
sionsand store them underground.

Essar Group, the India-based con-
glomerate, owns Stanlow and believes
that, by deploying carbon capture, utili-
sation and storage (CCUS) technology,
the plant will be able to prolongits life. It
intends the business to play a key role in
the UK’s plans to build out a market for
hydrogen, as a low-carbon fuel for
heavy industry and transportation.

“Our company view is that carbon
capture will be an important part of
manufacturing for our industry and
that’s why we're committing to it now,”
says Jon Barden, chief operating officer
of Essar Oil. “We are firmly of the belief
that delivering net zero [emissions] is a
good thing for us as a business, as the
transition for hydrocarbons will be a
longone,”he adds.

Much hinges on making CCUS a suc-
cess. The UK government last year
backed two CCUS clusters for fast-track
development, including the HyNet
north-west project that the Stanlow
refineryis partof.

CCUS has a chequered history, with
the UK government pulling funding in
the last decade and doubts over the
effectiveness of some international
Pprojects in operation.

But the UK government has recom-

As part of the HyNet cluster in the
north-west of England, the plant will be
used to produce so-called blue hydro-
gen. Blue hydrogen is created from gas
but with the emissions sequestered to

Economics and Financial Analysis this
month criticised the development of
CCUs. Itargued that many projects had
“failed to operate at their theoretically
designed capturing rates”, although it

cmal.e alownrmrumrhﬂnfue]. T]usmn conceded that highly regulated plantsin
Norway had been more successful.
run the faullty a.nd lclck start a mder Essar says criticisms of the technology
iding alow and, under t:

carbon fuel for other industries.

“Wewant to demonstrate that thisisa
viable technological solution and that
we can implement and run it sustaina-
bly, as part of the company’s own transi-
tion to lower carbon,” Barden says. “The
target is to get to net zero by 2040 . . .
but getting to 70-80 per cent of net zero
is possible within 10 years.”

‘We are firmly of the
belief that delivering net
zerois agood thing for
us as a business’

The International Energy Agency
forecasts that, by 2030, 1.6bn tonnes of
€O, will need to be captured if environ-
mental targets are to be met. And, last
‘year, Aurora, a consultancy, estimated
that a quarter of UK energy demand
could be met by hydrogen within three
decades, powering energy-intensive
industries as well as heavy duty trans-
port, such asbuses.

However, the Institute for Energy

‘with the UK government, its project
‘would need to demonstrate a 97 per cent
capturerate. Itis due tostart up in 2026.

‘While Essar believes that the transi-
tion from fossil fuels will take some
time, requiring refineries to keep run-
ning, it sees opportunities in being an
early mover in the CCUS field.

If road fuel demand falls sharply as
anticipated next decade, with the UK set
‘to phase out new petrol and diesel cars,
‘the growth of CCUS may bring alterna-
tive revenue streams for oil refiners.

“What we're doing is going to be rela-
tively straightforward to replicate at a
large industrial scale, both nationally
and internationally,” Barden says. “We
‘will have a configuration that will be
easy to replicate for our industry and
similarindustries.”

The investment totalling £750mn is
being made jointly with UK clean
energy specialist Progressive Energy.
Natural gas, and fuel gases from the
plant will be converted to low ca.rbon
hyvd with carbon dioxid
and stored in depleted undersea gas-
fields 60km offshore in Liverpool Bay.
The refinery will be converted to run on
‘hydrogeninstead of natural gas.

This carbon capture remains contro-
versial, though. Environmental groups
argue it is preferable to utilise cleaner
fuel sources, like renewables, that do
not emit carbon dioxide at all. And the
risein gas prices has meant that

‘green” hydrogen — made with renewa-
‘ble energy powered electrolysers —
‘become more cost competitive.

But heavy industries believe they will
need blue hydrogen for energy intensive
processes. One of the quickest ways to
develop it at scale is to twin gas-derived
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LNG War shifts, for the time being, the direction in
which the sector is moving, writes Alan Livsey

Rush intfo gas
raises debate
on stranded

asSets

1 July, the European Parliament
made a remarkable decision: it
approved a law designating natural
gasas a sustainable energy source.
Untila couple of years ago, the EU
wanted to remove gas from the energy
mix as soon as possible. The European
Investment Bank had sought to cut off
financing of natural gas infrastructure
projects — from pipelines to liquefied
natural gasterminals.
But Russia’s invasion of Ukraine has
dlanged percepmms entirely. Instead of

ﬂle decade ahezd policymakers have
shifted their attention to how they can
keep the lights on and homes warm this

Europe recognise that the political
necessity of replacing lost Russian gas
will not come just from energy conser-
vation. Up to last year, natural gas
fuelled nearly a fifth of EU electricity
generation.

Expect, therefore, more spending on
LNG import terminals to regasify the
fuel, which is brought to Europe on spe-
cialised tankers, especially to Germany.

German dependence on Russian
piped gas will have to end soon. Flows
from Nord Stream 1, a direct pipe from
Russia importing 113mn tonnes annu-
ally, have slowed to a trickle. Its newer
sibling, Nord Stream 2, never even
opened for business this year, infuriat-

More in the

LNG exporterssuch as the US are also
‘building new terminals. These can have
an expected service life of up to half a
century, well into the forecast period for

eline: Europe is rushing to build liquefied natural gas terminals, as with this

oject

LNG exports to 2030: US leads, but is there trouble ahead?
mn tonnes per annum

the transition from fossil fuels. s
Natural gas imports — Europe does Australia
not produce enough for its needs — Indonesia
arrive on the continent by pipeline or Russia
LING tankers. Then, to enter countries’ M::*’VS!”
PR ST geria
pipeline systems, this liquefied (essen- Nigeria
tially deep chilled) gas must revert to its Mozambique
gaseousstate. Trinidad
Regasification terminals built . ‘é"!ada
onshore are costly, though, easily more G gg""fe;
than $160mn for every tonne of LNG Oman
capacity, says analyst Kaushal Ramesh vBrunel
‘emen

at consultants Rystad Energy. He fore-
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leading exporters, Australia and Qatar,
by 2025 and become the world’s largest,
with capacity of more than 100mn
tonnes a year, says Neil Beveridge at
Bernstein Research. That figure could
doubleby2030.

However, US LNG export terminals,
built onshore, are much more costly
propositions given that they liquefy the
gas. Building these would cost at least
four times as much per tonne of capac-
ity than FSRUSs.

And those US LNG export units
already planned will require up to $81bn.
alone by 2030, suggests Rystad.

At least some of these projects may
therefore be stranded should Europe
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winter. Tens of billions of euros of invest-
‘mentin gas projects will follow.

It is part of scramble throughout
Europe — especially in Germany, Aus-
tria and Italy — to find ways to reduce
dependence on Russia’s natural gas,
which accounts for roughly a third of the
continent’s supply.

Conserving demand is one way. Fol-
lowing this year’s REPowerEU scheme,
the EU has agreed plans to cut energy
use by 15 per cent. For example, Ger-
many has dimmed its street lighting,
and Spain has put limits on heating and
air conditioning use in most buildings.
Ideally, the overall plan will phase out
Russian imports by 2030.

Yet even the greenest politicians in

ing Russias leader Vladimir Putin.

Nord Stream has become a stranded
asset itself. Non-Russian corporate
shareholders have written down the
worth of the pipeline on their respective
balance sheets. Nord Stream 1, piping
gas since November 2011, had a com-
bined stated value on the balance sheets
of energy groups of up to €8bn until last
year. Since then, minority shareholders,
German utility Eon, France’s Engie and
Gasunie of the Netherlands have
announced combined impairments of
morethan €1.2bn.

As Europe rushes to build new LNG
import terminals, will these become
stranded in years ahead? Probably not
in Europe, assuming all goes to plan.

All pages from Financial Times (Asia), Tuesday, September 20, 2022

sees a sudden change in Europe’s LNG
demand, from about 72mn tonnes a
'year in 2021 to more than 110mn tonnes
ayear from nowuntil 2030.

S0 a different and more flexible solu-
tion has come into vogue. Floating stor-
age and regasification units offer a faster
and nearly 40 per cent cheaper alterna-
tive. Usually, these are refitted LNG
transport tankers which can quickly put
the LNG into the local pipeline system.
“There are few use cases better suited to
FSRUs than Europe’s situation right
now,” believes Ramesh.

At least a few billion euros of invest-
ment on FSRUs are expected, with
Europe having ordered 14 so far. If avail-
able, they may only need a year or less to

UAE
Angalall |

Research

and the other large consumer of LNG —

Asia — move from fossil fuel use in
i decad

Some projects may well be
stranded with a move from
fossil fuelin future decades

connectto local pipeline systems. Other
sustainable energy choices to replace
gas — like wind and solar renewables,
hydrogen and battery storage — need
many more yearsof development.

Most gas for Europe’s needs will prob-
ably come from the US, though some
may come from Asia and the Middle
East. Turning gas into supercooled LNG
in countries such as the US and Qatar
requires much more energy and is usu-
ally performed onshore.

By replacing Russia as a supplier to
Europe, the US could leapfrog other

A soaring cost of gas has knock-on
effects, too, instranded asset terms.

Global gas prices have rocketed so
high — tripling in Europe this year to
more than €230 per MW hour — that
they have extended the economic use-
fulness of coal as a substitute (and thus
coal mines), notes Trevor Sikorski of
consultants Energy Aspects.

He anticipates tight gas supply to
2025 and that gas will play an EU role
until 2040.

Few industry experts see a decline in
natural gas demand soon. Europe and
theUS are investing heavily init.
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France sets course for
atomic power renaissance

Nuclear

Ambitious policy about-turn
is fraught with concerns,
reports Sarah White

As Europe’s energy crisis and climate
concerns swing momentum back
behind nuclear power, the plans to build
new reactor plants in France should
have been a boost for an industry
emerging from two decades of political
reproval and dried up order books.

Instead, France’s nuclear renaissance,
oneof the mostambitious of the revivals
contemplated by a growing number of
governments, has been fraught with
concerns. Critics question whether con-
structors still have the knowhow to
build reactors and deliver them on time,
and whether they can find enough peo-
pletoget the work done.

“We'd been told for years: please, pre-
pare yourselves to shut reactors,” Jean-
Bernard Lévy, the outgoing chief execu-
tive of state-controlled French nuclear
site operator EDF, told a conference in
Paris in August. He was flanked by a
government minister as he delivered his
rebuke and warned of a lack of qualified
construction staff.

“Clearly, we didn’t hire people to build
12 reactors, we hired people to disman-
tlethem,” henoted.

France had been Europe’s nuclear
energy champion for some time. A wave
of plant construction between the 1970s
and 90s gave the country its 56 reactors
still standing today, before political and

Crisis reaction: nuclear steams back

energy analyst Michel Berthélemy.
“people realised nuclear had to be there
alongside renewable energy. What hap-
pened with Russia’s war in Ukraine also
really changed things.”

Now, the challenges raised by France’s
about-turn are being replicated the
world over, following a long period in

for at least 50 years, potentially up
t0 60. “That was a complete revolution
for us,” says Valérie Faudon, executive
director of Sfen, a science-based group
in France that promotes the nuclear
industry. “Since 2011, the only discourse
had been that this would not
beallowed.”

“That narrative had really affected
recruitment,” Faudon adds, underscor-
ing one of the main obstacles to getting
the industry back into shape, as high-
lighted by EDF and its suppliers.

Confirmation of the new plants is
good news for EDF, though, after years
of clamouring for clarity from the gov-
ernment so that it may invest. The
former electricity monopoly has
embarked on a hiring drive and plans
training schools in specialist skills, such
as welding. Building a pair of new reac-
tors as planned at Penly, in northern
France, will require about 8,000 staffto
movethere, Faudon says.

However, some of the sector’s prob-
lems derive from EDF fiascos. Corrosion
in some existing reactors has forced it

the wilderness for nuclear technol
exacerbated by the 2011 Fukushima
accidentin Japan.

In Europe, Belgium wants to delay its
phase out of atomic energy. In Germany,
the energy crisis has revived a thorny
debate over whether to take another
look at a technology it had long turned
its back on. In Britain, plans have been
confirmed for a new £20bn atomic
plant to add to one under construction.
Even in Japan, new reactors are being
contemplated.

France’s plan, outlined by

intoan dented number of plant
shutdowns, straining electricity supply
in Europe at a critical time and adding
fueltothe fire for nuclear power critics.
And the only French reactor commis-
sioned as a prototype in the last quarter
century, Flamanville 3 on the Nor-
mandy coast, is more than a decade over
deadline and four times over budget.
“We saw an industry that had forgot-
ten how to build,” Berthélemy says. “It
didn’t have the staff and the capacity,
and we also saw a regulatory framework
that was not suffici ilised, with

P iment 2
Opposition to atomic power, includ-
ing from some environmentalists
because of the difficulty in disposal of
the most toxic nuclear waste, has since
weighed heavily on the sector. It only
began to be cast in a favourable light
again in recent years thanks to one of its
keyattributes: low carbon emissions.
Nuclear energy made a comeback at
the COP2 i summit in Glas-

] Macron in February, is t
spend €52bn plan on at least six next

‘We saw an industry that
had forgotten how to build
... Itdidn’'t have the staff

and the capacity’

gow last year, in discussions between
world leaders over how to switch from
fossil fuels. Russia’s invasion in Ukraine
in February, which exacerbated spikes
in power prices as Europe scrambled to
wean itself off Russian gas, then brought
energy security back on the table in dra-
matic fashion.

At COP26, “we stopped talking about
objectives and started talking about
implementation”, says OECD nuclear

generation European pressurised reac-
tors. They are meant to replace ageing
sites from 2035 and mark the first order
for new plantsin almost 20 years.
Macron (having in 2020 backed
the now much-criticised shutdown
of the Fessenheim plant in north-east-
ern France) called for all reactors that
could be viably extended beyond their
40-year lifespan to be kept open

constructors not understanding what
the regulator wanted. You have to find
themodus operandi not to repeat that.”

By 2040, many of France’s other reac-
tors will be well over 50 years old. Train-
ing construction staff can take four
years. Permissions for potential sites
require public debates, discussions in
parliament and regulatory approvals.

EDF has said that lessons from Fla-
manville will be helpful for new sites,
including the company’s overhaul of its
IT to better organise projects and com-
municate with suppliers.

One encouraging lesson is that
France’s ambitious nuclear construc-
tion plan of decades ago — accelerated
by the1973 oil crisis — was started from
scratch, notes Dominique Vignon,
former boss of equipment maker Fram-
atome. He simply says of today’s plan,
“it’sashameit’s all come so late.”
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Biodiversity quickly rises up
the ESG investing agenda

Natural capital
Species loss is now
seen as a problem as
big as climate change,
writes Harriet Agnew

wo recent deals by one of

Britain’s top asset man-

agers point to the next

big theme in responsible

investing: biodiversity,
without which the planet has “no
routeto netzero”,

Schroders, which manages £770bn
in assets, last year bought a minority
stake in data provider Natural Capi-
tal Research and then, in July,
entered into a partnership with Con-
servation International to invest in

“natural capital” across south-east
Asia. The deals reflect a belief that
‘what gets measured gets managed —
and client demand for investments
that have a positive impact on the
environment while also making a
financial return.

“I've made natural capital a big pri-
ority for us,” says Peter Harrison, chief
executive of Schroders. “I think you're
going to see a very significant amount
of money flow into natural capital as
people figure out that nature is a very
large proportion of the answer to
decarbonisation. There is no route to
net zero without biodiversity.”

Biodiversity is the living compo-
nent of natural capital — a term for
the stock of renewable and non-
renewable natural resources such as
carbon, water, soils, species, commu-
nities, habitats and landscapes. It

refers to species but also ecosystems,
such as forests and coral reefs, which
perform functions such as crop polli-
nation, carbon sequestration, climate
regulation, and flood protection.

However, scientists believe human
mismanagement of the environment
— notably through resource extrac-
tion, intensive agriculture, and cli-
mate change — is precipitating a sixth
great extinction of plants and animals
in Earth’s history. And coronavirus
has further focused attention on
mankind’s relationship with nature,
after the wet market in the Chinese
city of Wuhan, where both live and
dead animals were sold for human
consumption, emerged as the likely
origin of the pandemic.

Loss of biodiversity is now consid-
ered as serious as climate change, and
investors are increasingly realising

that they have an important role to
play in conserving t.

The urgency is acute: “An ongoing,
catastrophic loss of biodiversity is
among the world’s major environ-
mental challenges,” says sustainable
investment house Generation Invest-
ment Management, co-founded in
2004 by former US vice-president Al
Goreand financier David Blood.

Asa result, biodiversity is “now the
fastest developing ESG theme in glo-
bal capital markets,” notes Catherine
Howarth, chief executive at responsi-
ble-investment group ShareAction.
“In just three years, the issue has
moved from being virtually ignored
by mainstream institutional inves-
tors to being acknowledged by all.”

Investors are addressing it in two
ways: raising capital to put towards
nature-based economic opportuni-

23 it

ties, and trying to analyse how portfo-
lio companies are contributing to, or
vulnerable to, biodiversity loss.

“We see biodiversity loss as a top
global risk and, as an investor, we are
trying towork out how this affects the
value of our portfolios,” says Rupert
Krefting, head of stewardship at M&G

Activists see bosses ©
bonuses as tool for
raising standards

Executive pay

Pavouts are
increasingly tied to
climate or diversity
metrics, writes
Patrick Temple-West

Activists pushing for big
business to take climate
change, diversity and human
rights more seriously have
found a new tool: boardroom
bonuses.

As executive pay surges
past its pre-pandemic levels,
they are seeking to tie bonuses
to environmental or social
goals. Chief executive pay at
the 500 largest US companies
by revenue hit a median of
$14.2mn last year, according
to pay consultancy Equilar,
sharply ahead of the $12.3mn
in 2019. Spending on private

jets for executives also hita
10-yearhighin2021.

Bonuses in these pay pack-
ages are typically linked to
total shareholder return —
meaning that, when the
investing public benefits from
acompany’s rising share price,
so do executives through
higher payouts. But, as activ-
ists seek to push companies to
cut emissions and improve
diversity, they are zeroing in
on executives’ wallets.

Before 2020, the year of Cov-
id-19 and George Floyd's mur-
der, the use of ESG factors in
determining executive pay
was barely tracked and not
well defined. This year, 70 per
cent of S&P 500 companies
incorporated some type of
environmental, social and gov-
ernance (ESG) factor into
executive bonus plans, up
from 57 per cent a year ago,
according to a July report from
consultancy SemlerBrossy.
Tying pay to diversity-and-

inclusion goals, or a carbon
footprint, were the two factors
that saw the largest year-on-
year increases, the firm said.

At companies’ annual meet-
ingsin the first half of this year,
investors again pushed com-
panies hard to link pay to envi-
ronmental and social goals —
with varying outcomes.

In Japan, investors chal-
lenged two companies to link
payto carbon reduction.

At JFE Holdings, Japan’s sec-
ond-largest steel producer, the
management agreed to tie pay
to climate progress before the
issue went to a vote. “Remu-
neration-climate linkage is an
increasingly  important
marker of credibility in com-
pany plans,” notes Jason
Mitchell, head of responsible
investment research at JFE
investor Man Group, which
engaged with the company on
climate concerns.

A second tussle on pay and
climate at J-Power — involving

Man Group and two other
shareholders in the electric
utility — was less successful,
though. In this case, the com-
pany was less co-operative
with investors and the pay
petition secured only 19 per

cent support from sharehold-
ersatavoteinJune.

Investors have launched
similar campaigns in the US.

A shareholder proposal at
General Motors called on the
company to link pay with

climate targets, but the peti-
tion drew only 16 per cent sup-
port from shareholders in
2021. However, investors
scored awin at Valero Energy,
a fuel refining and retail com-
pany, which agreed to make
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Investments. “Analysis requires drill-
ing down to specificissues at thelocal
level and then engaging with compa-
nies at quitea granular level.”
Several capital-raising initiatives
are under way. The Natural Capital
Investment Alliance was created by
Britain’s King Charles and launched

at Davos in 2020, with Climate Asset
Management, Lombard Odier, and
Mirova as founding members. The
NCIA has committed to “mobilise” at
least $10bn towards natural capital
assetsthisyear.

Firms have also launched invest-
ment products aligned to natural

Mining is believed to be driving
biodiversity loss, a problem that
King Charles, above, has tried to
raise funds to combat ceryimages

capital themes, including Switzer-
land’s Pictet Asset Management
which has expanded its Global Envi-
ronmental Opportunities portfolio
to £7.1bn since it launched in 2011.
The fund uses impact measurement
tools to quantify the corporate
waorld’s contribution to species loss,

and then construct a portfolio that it
says has a much lower biodiversity
footprint than the MSCI All-Country
‘World equity index.

But the investment industry still
hasa long way to go, according to Sha-
reAction. Its most recent report, in
2020, found that, of the world’s 75
largest asset managers, none had a
dedicated policy on biodiversity, and
only11 per cent of asset managershad
policies requiring portfolio compa-
nies to mitigate harmful impacts on
biodiversity. It warned that biodiver-
sity loss was often included in the
generic integration of environmental,
social and governance factors, and
not scrutinised on a standalone basis.

Ways in which portfolios might be
exposed to direct or indirect biodi-
versity risk have now been outlined
by Legal and General Investment
Management, one of the UK's largest
asset managers. They include physi-
cal risk, such as the loss of access to
raw materials; litigation and reputa-
tional risks, such as being involved in
illegal deforestation via supply
chains; the risk of increasing regula-
tion; and systemicrisk.

Biodiversity is “a hugely material
and systemic risk for investors,”
warns Michael Marks, head of invest-
ment stewardship and responsible

investment integration at LGIM.
“The ongoing challenge is assessing
the severity of risk and nature of
these opportunities, as natural capi-
tal and biodiversity loss is multi-fac-
eted and it can be location specific,
geographically specific, but also sec-
tor and company specific.”

One problem for investors is that
there is no standard methodology for
assessing and reporting biodiversity.
This is about to change, though. Just
as the Task Force on Climate-Related
Financial Disclosures developed a
framework for reporting risks and
opportunities, and the GHG Protocol
emerged to classify emissions into
three scopes, so biodiversity disclo-
sures are coming to ESG reporting.

A Task Force for Nature-Related
Financial Disclosures is in the pipe-
line with a reporting frameworlk that
seeks to identify and assess nature-
related risks and opportunities.

Harrison, the Schroders chief, says
reporting on biodiversity is where
reporting on climate change was five
to 10 years ago. “Carbon is easier,
‘we've now got Scope 1, Scope 2, Scope
3 classifications and reporting is
improving quite rapidly,” he points
out. “But nature is much harder and
requires amuch deeperlevel of think-
inginterms of what you do about it.”

Kevin Johnson,
Starbucks’s former
chief executive,
earned a slice of
his 2021 bonus by
cutting plastic
straws and
methane emissions
Sitephen Brashess/Cety Images

‘Pay-climate
linkageisan
increasingly
imporfant
marker of
credibility in
company
plans’

Man Group

pay changes based on climate
without ashareholder vote.

Danielle Fugere, president
of As You Sow, a non-profit
that led the pay proposals at
GM and Valero, wants ESG-
linkage to involve long-term
bonuses, rather than annual
payouts. “The whole pointis to
incentivise outperformance
and progress,” she argues.

Some companies are acting
on their own. Morgan Stanley
analysts highlight Devon
Energy — an oil and gas group
with a big carbon footprint —
that has added ESG metrics to
bonuses to drive changes.
These metrics include cutting
gas flaring emissions and oil
spills, as well as reducing seri-
ous injury accidents, the com-
pany has said. At Valero, ESG
metrics include diversity,
equality and inclusion goals.

Measurement works. Kevin
Johnson, Starbucks's recently
retired chief executive, earned
aslice of his 2021 bonus by cut-
ting the coffee chain’s methane
emissions and the use of plas-
ticstraws.

Asset managers are now
pushing companies to do more
than simply include ESG met-
rics in pay. AllianceBernstein
has started to push companies
to explain how progress on ESG
pay metrics is measured and to
disclose performance against
those goals. “Ultimately, we
want [companies] to include
material, measurable ESG

metrics in their executive com-
pensation plans,” the firm said
earlier this year.
AllianceBernstein has been
one of the most forceful asset
managers in demanding rigor-
ous ESG pay metrics, says
Brian Bueno, ESG leader at
Farient Advisers, a pay consul-
tancy. “[They were] one of the
ones that stood out as actually
encouraging the use of ESG
measures,” he says. Others
“took a softer approach”.
‘While climate concerns tend
to be the dominant ESG factor,
investors also say they want
companies to tie pay to work-
SemlerBrossy noted that
Xylem, a water conservation
company, is a rare example of
a company that has baked
social goals into annual and
long-term bonuses. In 2021, it
offered special performance
stock bonuses on ESG goals.
These shares comprise upto15
per cent of total pay for all
executivesat the company.
“The attention on internal
‘pay equity through a DEIlensis
one of the headlines from this
most recently completed proxy
season,” says Rich Fields, head
of the board effectiveness prac-
tice at Russell Reynolds Associ-
ates, a leadership advice and
recruiting consultancy. “Com-
panics that have not yet been
forced by shareholder propos-
als to grapple with it should be
doing so voluntarily.”
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Funds warned of tricky grey areas

Regulation
Watchdogs are on
the lookout for
‘greenwashing,
writes Laura Noonan

orget about green — grey is

the new dominant colour in

high-level discussions

about the environmental,

social and governance cre-
dentials of investment funds. And
that’s because lawyers see vast grey
areas in the way asset managers ver-
ify the environmental bona fides of
their products — creating a risk of
being sued.

“Here, in the US . . . regulators are
hyper-focused on this concept of
greenwashing,” says Amy Roy, Bos-
ton-based partner of law firm Ropes
& Gray. She points to the approach
taken by the Securities & Exchange
Commission in May when it charged
BNY Mellon for misstatements about
its ESG ratings, resulting in a first-of-
its kind $1.5mn settlement.

“Funds are pursuing ESG values
and investment strategies in a
number of different ways; the prob-
lem is that regulators are looking at
this through a much narrower lens,”
she says. The SEC has a method of
sorting ESG funds into “a few very
distinct buckets”, which means man-
agers are forced “to make judgments
about how to fit funds and their hold-
ings into these categories, and how to
define key ESG terms — judgments
that the SEC has already shown itself
prepared to second-guess”.

The case against BNY Mellon
involved six investment products
that did not even claim to be ESG
funds but were judged to have been
covered by what the SEC said were
“various statements” that either
implied or represented “that all
investments in the funds had under-
gone an ESG quality review”. Roy says
“the adviser was faulted because the
ranking system it used didn’t provide
[ESG] scores for every single holding
in those non-ESG funds”.

She believes that, “now and in the
near term . . . alot of companies that
find th Ives and their disclosures
[to be] a focus of the SEC may ulti-
mately find themselves being used as
examples” as the regulator feels its
‘way. “The real harm is the reputa-
tional risk,” Roy adds. “ESGis suchan
amorphous thing. There's so much in
flux right now in terms of definitions,
rules and how they apply that every-
body is probably in a situation where
they areabit vulnerable.”

‘There is a similar zeal for regula-
tory action on the other side of
the Atlantic. Norway's consumer

watchdog has threatened lawsuits
against clothing companies that
over-egg their sustainability cre-
dentials. Similarly, the UK’s Compe-
tition and Markets Authority, intro-
duced a code for making environ-
mental claims last year and said it
would investigate whether consum-
ers were being misled. Clothes,
transport and fast-moving con-
sumer goods were singled out as its
first areas of focus.

Tom Cummins, a London-based

There is a zeal for
regulatory action on both

sides of the Atlanfic
Daniel Acker/Bloomberg

|
‘There’s so muchin

flux . .. that everybodyis

probably a bit vulnerable’

-
-

dispute lawyer at Ashurst, saysthat,
while there has not been much
enforcement on ESG claims made by
investment funds, “it’s an area where
there is increasing focus on the regu-
latory side in terms of what lawyers
areadvising their clients”.

“We see developments in the US
that preview events in this jurisdic-
tion,” he adds. “We do anticipate
there will be more activity in this area
given that sustainability isn't going
away.”

‘With scant legal precedent to work
from, investment firms in the UK are
going back to basics to ensure they are
protected againstany legal action.

“People are very, very aware of
making sure that statements that are
made around their approach...
[tally with] what's happening on the
ground,” says Cummins’ colleague
Lorraine Johnson.

James Alexander, chief executive of
the UK Sustainable Investment and
Finance Association, is pushing the
UK government to come up witha
better framework than other jurisdic-
tions and is on a panel advising the
Financial Conduct Authority on sus-
tainability disclosure requirements
and investment labels.

He argues that funds should have to
disclose “shareholdings that a reason-
able investor might be surprised to
see in a particular fund that's labelled
inacertain way ™

“It’sreally important to have agood
regulatory framework in place that
learns lessons from other places,”
adds his colleague Oscar Warwick
Thompson, who argues that the EU’s
Sustainable Finance Disclosures Reg-
ulation has “become a fund labelling
system by mistake” — instead of serv-
ing the wider purpose of strengthen-
ing investor protection.

The good news for investment
firms on both sides of the Atlantic is
that the prospect of being sued by
investors, or any other private party,
over ESG disclosures is pretty remote
fornow.

“They [an investor] would have to
establish causation,” explains Roy —
in other words “that a fund’s share
price fall was caused by the alleged
misstatement or omission in the
fund’s disclosures about ESG". Taking
the iple of the SEC's ag
BNY, an investor bringing a legal
action would have to overcome the
“missing link” of “materiality”.

“It’s difficult to see how it would
material to a reasonable investor’s
decision making, whether the ESG
ranking system scored every single
thing in the portfolio as opposed to
three-quarters of them, as was the
case,” Roy argues.

Cummins cites a similar obstacle in
the UK: “the challenge the claimant
faces is . . . showing they have suf-
fered loss”. Those challenges exist for
claimants who have “standing”, such
as investors in a fund, and are much
greater for those who don't, like peo-
ple arguing that misleading ESG
claims damage the whole planet and
everyone on it. “That would be pretty
difficult,” says Cummins. “Under
English law, you need to show that the
defendant owed you a duty of
care . . . generally those [broad cli-
mate change] claims have proven
challenging.”
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Credits face scrutiny as a
corporate path to ‘net zero’

Offsets

Product should only
be used when other
options exhausted,
says Camilla Hodgson

rom which budget does the

money for carbon credits,

which are used by compa-

nies to compensate for their

emissions, come? Market-
ing? Or sustainability?

In August, analysts at Bloomb-
ergNEF concluded that many of the
major buyers of offsets were purchas-
ing the units to burnish their reputa-
tions, rather than to achieve sustaina-
bility goals. Top buyers came from
“heavy-emitting sectors”, such as air-
lines and oil majors, and tended to be

facing, the analysis found.

Trove Research made similar find-
ings in August: while 35 per cent of
3,133 companies with net zero emis-
sions targets had bought offsets, only
10 per cent had purchased a “mean-
ingful” amount, defined as more than
10,000, over the past three years.

“The vast majority of firms use car-
bon credits to improve their climate
reputation,” says Guy Turner,
founder of Trove Research.

Carbon credits — each of which is
supposed to represent a tonne of
emissions avoided or removed from

the atmosphere — have soared in
popularity over the past two years, as
concerns about climate change have
gone mainstream. US carrier Delta
Air Lines, for example, spent $137mn
tobuy and use 27mn creditslast year.

But who buys offsets, how compa-
nies use them, and the extent to
which they are being relied on for the
achievement of net zero goals is
inconsistent. Also, despite the grow-
ing interest in offsets — which are
generated by projects such as tree
planting schemes — the credits have
regularly come under attack from
activists and researchers who say
they do not always deliver the envi-
ronmental benefits they promise.

Efforts are now under way to
reform the system, with some indus-
try groups working to thrash outwhat
“good” offsets should look like, and
others focusing on how companies
should be using them. Any new
guidelines will be voluntary, though,
asthe sectorisunregulated.

Companies can want offsets for dif-
ferent reasons. Some buy credits in
order to promote specific products as
“carbon neutral”. Some use them to
compensate for polluting activities
that they hope eventually to make
clean. Others see offsets as a long-
term investment — and acquire large
volumes that they can either sell or
use to help meet their long-term sus-
tainability goals.

“We are experiencing growing
interest in companies wanting to
develop [offsetting projects],” says
EcoAct, a consultancy and seller of
credits. Whether buyers had a net
zero target was “varied”, and those
that did might not have a clear strat-
egy for achieving the goal, it added.

Appetite for credits also differs by
sector. Trove found that 63 per cent of
48 fossil fuel companies with net zero
targets had bought offsets, and a third
had purchased a meaningful amount.
But, in the food, beverage and agri-
culture sector, a third of the 209 com-
panies with targets had bought cred-
its, and only 3 per cent had purchased
ameaningful number.

Most proponents of credits stress
that they should not be the first tool
companies reach for on their journey
to net zero. Emissions should be
reduced as much as possible, first,
with offsets compensating for the
rest, they say.

Some activists still argue that off-
setting remains too cheap and easy to
incentivise genuine change, with
many credits available for less than
$5. But others say there is nothing
wrong with companies using offsets
in the short term to cover emissions
they plan to eliminate later, provided
they do not make false claims.

Purchasing credits “places a very
specific price on carbon within a
company that further incentivises

| Carbon credits
% of businesses with net zero
targets that have made purchases

I Purchased credits
Purchased >10k credits in last
three years
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Analysts of 3,133 companies with net zero targets
Source: Trove Research

emissions reductions”, Max Scher,
senior director of sustainability at
software company Salesforce, told a
recent panel discussion.

But the issue of potentially mis-
leading claims is gaining prominence,
since companies have started using
offsets to market goods as “green”.

Energy groups including BP have
begun selling “carbon-neutral” lique-
fied natural gas, and airlines offer the
option to“offset” flight emissions.

Such claims can be difficult to

understand, compare and verify,
however — and have largely been self-
policed. The Voluntary Carbon Mar-
kets Integrity Initiative, a multi-
stakeholder group, is now developing
guidance on when and how compa-
nies can credibly use offsets to make
claims. They will need to be on track
to meet “science-based” net zero tar-
gets, and use credits to cover a pro-
portion of their current emissions.

Turmoil triggers fresh supply chain audit

to invest more time and

Due diligence

Companies face legal,
commercial and
reputational risk,
writes Claire Jones

Anahita Thoms has spent
years cautioning clients about
the dangers of not doing due
diligence on suppliers. Her
effortsare finally paying off.
“We've seen double the
amount of interest in this topic
in the past two years than we
did the previous five,” says the
lawyer who runs Baker
McKenzie'sinternational trade
practice in Germany. “It’s not
Just about the legal risk, but

the commercial and reputa-
tional risk.”

After years of neglect, com-
panies and their investors are
now having to ask more awk-
ward questions about their
suppliers — addressing what
Nikolai Badenhoop, a fellow at
the European University Insti-
tute, describes in a recent
paper as “a blind spot of the
green finance debate™,

The answers, however, are
often difficult to come by.

To properly address supply-
chain risk, companies need
information about the carbon
footprints, biodiversity
impacts, and working condi-
tions of suppliers which, for a
big multinational, can number
in the “tens of thousands”
according to Thoms. They will

often be based in parts of the
world where information may
be scant, and labour and envi-
ronmental laws far removed

from European standards.
Marie Navarre, head of sus-

tainable research at Allianz

Global Investors, thinks events

such as the Covid pandemic
and Russia's invasion of
Ukraine revealed how woe-
fully unprepared the corpo-
rate world was for a big supply
chain shock — but may, in
turn, help address some of the
information gaps.

Shortfalls in the just-in-time
model, where supply chains
have to be as efficient as possi-
ble in terms of delivery times
and cost — often regardless of
the political, social and envi-
ronmental risks — are now
clearforalltosee.

“These two events have
properly tested the supply
chains of many companiesand
sectors for the first time,
prompting significant expan-
sion of the depth and breadth
of internal and external supply

chain audits,” Navarre says.
“The measurability of supply
chains has developed signifi-
cantly in the last two years and
[that] will continue.”

Along withlaw firms, the Big
Four accounting firms, tech
firms, and rating agencies offer
advice to those wanting to
invest in companies with
greener supply chains. Nav-
arre’s team uses data from ana-
Iytics firms such as MSCI, Sus-
tainalytics, Moody's-Vigeo, ISS
ESG, S&P Global Trucost and
RepRisk to accompany its own
research. “We use multiple
providers since each tends to
have specific areas of
strength,” Navarre said. “The
data is diverse and [offers] dif-
ferent coverage.”

The onus on European firms

resources into supply chain
due diligence will rise as the
continent’s lawmakers — who
have increasingly led the way
on setting rules to bring about
a greener economy — look to
raise standards.

In Germany, a new supply
chain law comes into force at
the start of next year. Compa-
nies with at least 3,000 work-
ers must put in place systems
to check whether or not their
suppliers are abusing human
rights, at the risk of fines of up
to €8mn or 2 per cent of
annual global turnover.

“The authorities will want to
know if you've acted on red
flags,” says Thoms. “If one of
your suppliers is in Bangla-
desh, for instance, and you are
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LOOKING TO BUILD
A SUCCESSFUL
PORTFOLIO?

Buyers of carbon
credits tend to be
| heavy emitters, such tral’ during COP26 [the 2021 cli-

“There were adverts by compa-
nies saying they were ‘carbon neu- nvestment th
DOrtrol io ),

as airlines portfolio
LussSinco/Getty Images

mate summit] . . . Then you looked
at the small print,” says Mark Ken-
ber, executive director of the VCMI
The claims meant wildly different
things, with some companies rely-
ing almost entirely on offsets, he andr rtunities
notes. Kenber wants to see “clarity
for customers, so we know what
we're buying”.

e companies, understand thei
how o m e most of your money

Buy your copy at amazon.co.uk
or your local bookshop

a clothing manufacturer, you

are expected toaskmoreques-  and becomes an EU act, the
tions than if you've beenwork-  next step is for each member
ing for the past years with a  state not only to pass the legis-
reputable business inJapan.” lation nationally, but also to
Brusselsis alsoworkingona  taskan official body with mon-
corporate sustainability due itoring compliance.
diligence directive. This would Badenhoop believes the EU i
require any EU business with directive will help place supply FINANCIAL VIS e

more than 500 employees and
aglobal turnover of €150mn to
come up with a strategy to
manage environmental and

human rights standards across The prevalence of mobile f,:r,:-:‘q mMARKETS
their supply chains, and phones may also make data GLEN ARNOLD
ensure their business modelis  easier to come by, meaning
compatiblewiththelimitingof “information about supply
global warming to 1.5C,inline  chains can be gathered quickly
with the Paris Agreement. and to an arguably higher

‘While the US has legislation  standard,” says Tom Adams,

requiring companies based
there to ensure their suppliers
do not use forced labour, the
measures taken by European

expected to occur in 2023 —

chains “front and centre” of
the green finance debate —and
could have an impact far
beyond Europe.

co-founder of data firm 60
Decibels.

However, Thoms says the
capacity to compile and ana-

lawmakers are pioneering in  lyse data is still not good

theirscope. enough. “When it comes to
Once the EU’s proposal is  due diligence, we need better

finalised — something that is  digital tools tomanageit.”

INVESTING

THE DEFINITIVE COMPANION
TO INVESTMENT AND THE
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Asset management Brookfield's $15bn climate-focused vehicle eyes businesses aiming to cut emissions, writes Chris Flood

Brookfield's head of transition investing Mark Carney, who says it is counter-productive to deny big polluters of investment to decarbonise —aiamy

Fund targets industrial fransition

undreds of billions of

dollarswillbe needed by

heavy industries — such

as steel, cement, and

chemicals — if they are
to swap fossil fuels for clean energy
and help the world avoid catastrophic
climate change.

And providing this funding is the
goal of a first-of-its-kind fund from
Canadian asset manager Brookfield.
It plans to allocate half of the $15bn it
has raised to heavily polluting com-
panies with the aim of accelerating
their transition to greener, more envi-
ronmentally sustainable, business
maodels. If successful, it could encour-
age others to adopt similar strategies.

“We want to go where the emissions.
are,” says Natalie Adomait, a manag-
ing partner in the team running the
new Brookfield Global Transition
fund, which is co-led by former Bank
of England governor Mark Carney. In
his role as UN climate envoy, Carney
has argued forcefully that it would be
counter-productive to deny high-
emitting companies the investment
needed to decarbonise.

Yet environmental campaigners
are wary of providing more funding
to companies that make some of the
biggest contributions to global warm-

ing.
Paddy McCully, senior analyst at

sustainable investment campaign
group Reclaim Finance, says the fund
will prove a “green smokescreen” if it
helps businesses to prolong their use
of fossil fuels and does not accelerate
closure of high-carbon operations.
Brookfield also has fossil-fuel assets.
It was part of a consortium that
invested $10bn in Abu Dhabi’s gas
pipelines business in June 2020.

The transition fund will also make
allocations to renewable energy and
other clean technology projects when
Brookfield can be confident of “addi-
tionality” — environmental benefits
that would not otherwise happen.
“We won't just buy portfolios of exist-
ing renewable assets; we want to add
new capacity,” says Adomait.

As a private manager, Brookfield
arguesits ability to take majority con-
trol of abusiness should meanitisina
stronger position to deliver decar-
bonisation than a public fund man-
ager that has limited ability to influ-
ence companies via engagement and
voting as a minority shareholder.

Other private equity managers
including KKR, Apollo, Bain, TPG
and Generation Investment Manage-
ment have also established “impact”
funds that aim to deliver environ-
mental benefits by supporting green
solutions. But Brookfield says they do
not directly target the highly pollut-

ing industries that it intends to trans-
form.

Damian Payiatakis, head of sus-
tainable investing at Barclays Private
Bank, says the fundraisings show per-
ceptions of investment opportunities
associated with climate change are

Brookfield is the largest investorin
the new fund after making a commit-
ment of about $2bn. “We have access
to scale capital to invest alongside us
with the recent $15bn closing of
Brookfield’s Global Transition fund —
which is a meaningful advantage
given increasingly volatile capital
markets,” said Connor Teskey, head

|
‘We won't just buy
portfolios of existing
renewable assets. We
want to add capacity’

of Brookfield’s renewable power and
transition group, in August.
Brookfield says the new transition
fund will invest only in companies
that have credible plans to align their
businesses with the Paris agreement
target of limiting global warming to
1.5C. It will aim to achieve reductions

in absolute emissions of its portfolio
companies, as well as cuts in emis-
sions intensity — where greenhouse
gases are measured as a share of a
company srevenues.

Verification of greenhouse gas
emissions reporting by the fund will
be provided by the accountant EY to
assure investors that Brookfield is not
“marking its own homework,” says
Adomait. But “Scope 3” emissions —
the greenhouse gases emitted by a
company along its supply chain and
inthe use ofits products —will not be
targeted by Brookfield because of
unreliable data. Any performance
fees earned by Brookfield will be
based entirely on the fund’s financial
returns and not on the achievement
of emissions reductions or any other
performance metrics.

Brookfield believes assets in its cli-
mate transition business could grow
to at least $200bn over the next dec-
ade and Adomait says investors will
refuse to participate in future fund-
raising rounds if they believe the
inaugural transition fund is failing to
meet its objectives. Investors in the
inaugural fund include Ontario
Teachers’ Pension Plan, Temasek,
PSP Investments and the Investment
Management Corporation of Ontario.

The new transition fund has been
constructed under the Operating

Principles for Impact M: a
framework designed to strengthen
transparency and to address con-
cerns of “impact-washing” — where
managers make misleading or unjus-
tified claims about their strategies.
Third-party verification of the role of
the manager in delivering impact
strategy objectives is a key require-
ment of the framework.

BlueMark, a specialist impact veri-
fication consultant established in
2020, will provide an assessment
later this year of the Brookfield fund.

“We benchmark impact funds
against their peers to assess their
alignment with best practice stand-
ards,” says Christina Leijonhufvud,
the chief executive of BlueMark,
which has conducted 95 impact veri-
fication studies to date. “Our analysis
goes beyond assessing compliance
with standards, such as the Impact
Principles, to also identify shortcom-
ings and recommendations for
improvement through robust analyt-
ical processes including interviews
with key decision makers. It is inves-
tors’ interests that we aim to protect.”

Payiatakis agrees that scrutiny is
all. “Itis the quality and credibility of
the impact measurement processes
that will give confidence to investors
that they are not being duped by
greenwashing,” he says.
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Geneva, a unique
ecosystem.

Home to the United Nations, hundreds of non-governmental organizations
and finance institutions, the city of Geneva offers a unique ecosystem. The
transition to a sustainable economic model will require the contribution of
multiple stakeholders. Building Bridges connects asset managers and owners,
sustainability experts, policy makers, activists, entreprencurs, and young
people from around the world to address challenges affecting both the Global

North and South.
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BUILDING BRIDGES

Connecting the Global North and South
to develop common solutions

Register Now

ONnnn

FINANCE.,. ~FINANCE:

Switzerland, a leader for
sustainable finance.

concrete projects:

* Swiss Climate Scores

* Testing for climate goal alignment

*» Green Confederation Bonds

* Binding climate reporting by large companies

Switzerland is one of the world’s most ambitious locations for sustainable
financial services. The Swiss government is underpinning this ambition with

Learn more about these projects on the internet platform developed by the

Swiss Government and the financial sector: www. finance. swiss
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participate. brainstorm, network.
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Download
the Building Bridges App!

Follow thought-provoking discussions on sustainable finance
Engage with other leaders and changemakers

Discover projects from the Building Bridges community
Learn more about the latest trends in sustainable finance

£ Download on the

[ App Store

www.buildingbridges.org
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