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Putin broadens scope of war on
‘anti-Russia enclave’ of Ukraine

e ‘Historical territories’ targeted @ Warning on oil price cap @ UN agency visits nuclear site

MAX SEDDON AND
NASTASSIA ASTRASHEUSKAYA — RIGA
ROMAN OLEARCHYK — KYIV

Vladimir Putin has dismissed Ukraine
as nothing more than “an anti- Russian
enclave” as Moscow delivered a fresh
threat to western efforts to curb surging
energy prices.

Atthe startofthe conflict in February,
the Russian president said the invasion
aimed to liberate the Donbas, a largely
Russian-speaking area in eastern
Ukraine. But as it has dragged on, Rus-
sia’sgoals have expanded to dismantling
the country and annexing swaths of its
Russian-speaking south-east, which
Putin referred to yesterday as Russia’s
“historical territories”.

Speaking in the Russian enclave of
Kaliningrad, Putin said: “[Ukrainians]
started creating an anti-Russian enclave
on the territory of today’s Ukraine that
is threatening our country. So our guys
who are fighting there are defending
both the residents of Donbas, and
defending Russiaitself.”

Russia yesterday threatened to shut
off oil supplies to countries that signed
uptoaplanto cap prices.

The proposal to impose a price cap on
Russian oil is backed by the US and
other G7 countries.

“For companies or countries that
introducelimitations, we will not supply
oil or oil products to them because we
will not work under non-market condi-
tions,” said Alexander Novak, Russia’s
deputy premier and top energy official,
accordingto state newswire Ria Novosti.

Instead, Russia has said that it is
better placed to withstand economic
turmoil than European countries,
which are grappling with an energy
crisisand surging costs.

The EU has been preparing to ban
imports of Russian oil and gas from next.
year. The price cap aims to help Europe
buy time to divest from Russian energy
by allowing western countries to con-
tinue buying its energy without funding
Moscow’s war.

Vladimir Putin But Novak called the idea a complete
pays his last “absurdity” that he said would destabi-
respects at the lise thewhole industry.

coffin of former In Ukraine, the UN’s atomic safety
Soviet president  watchdog was able to spend “a few
Mikhail hours” inspecting the Russian-occupied
Gorbachev Zaporizhzhia nuclear power plant.

in Moscow A team led by Rafael Grossi, director-
yesterday s general of the International Atomic

Energy Agency, left Europe’s largest
nuclear power station at about 6pm to
return to Ukrainian-controlled terri-
tory, leaving five inspectors at the site,
according to Energoatom, the Ukrain-
ian operator ofthe facility.

“We were able in these few hours to
gather alot, alotofinformation,” Grossi
said in a video released by Russia’s RIA

Novosti news agency. “The key things I
needed tosee, Isaw.”

The IAEA mission at the sprawling
nuclear site is expected to last several
days and the UN agency has said it
‘wants toset up a permanent team onthe
ground.

Russian forces occupied the site soon
after Moscow’s invasion of Ukraine in
February, marking the first time

‘Our guys who are fighting
[in Ukraine] are defending
Russiaitself’

Vladimir Putin

nuclear reactors have been at the centre
ofawar,

Both Ukraine and Russia haverepeat-
edly accused each other’s forces of con-
ducting military strikes around the
plant, triggering fears of a catastrophic
nuclear accident. Ukraine, which has
fouroperating nuclear powerstations, is
home to the decommissioned Cherno-
byl plant, site of the world’s worst
nuclear accident while under Soviet
controlin1986.

Russian foreign minister Sergei Lav-
rov said Moscow expected the JAEA
visitto assess the situation “objectively”
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Microsoft’s $75bn Activision takeover

ertion Wik

threatens to fall foul of UK regulator

JANECROFT — LONDON
RICHARD WATERS — SAN FRANCISCO

Microsoft’s $75bn acquisition of video
game maker Activision Blizzard faces
the threat of a UK competition probe
with the potential to derail the deal,
unless the US tech group addresses
antitrust concerns by next weel.

The Competition and Markets Author-
ity said yesterday that it believed the
deal would hurt Sony and other makers
of games consoles, while impeding com-
petition in new markets, such as cloud
gaming and subscriptions services. It
gave Microsoftfive days to come up with
undertakings that would resolve its
worries or facean extended probe.

The challenge makes the CMA the
first regulator to sound the alarm over
Microsoft’s biggest-ever deal and sets
out the hurdles it will have to overcome.

The CMA’s objection last year to
Nvidia’s $40bn purchase of chip
designer Arm came after a similarinitial
investigation and laid down a marker
for international regulatory action that
eventually led to the deal collapsing.

The Activision acquisition would
make Microsoft the third-biggest gam-
ing company in terms of revenues,
behind only China’s Tencent and Japan’s
sony. The CMA warned it would put
Microsoft in a position to harm rivals by
refusing them access to Activision
games, or by providing access on much
‘Worse terms.

“We are concerned that Microsoft
could use its control over populargames
like call of Duty and World of Warcraft
post-merger to harm rivals, including
recent and future rivals in multi-game
subscription services and cloud gam-
ing,” Sorcha O’Carroll, senior director of

mergers at the CMA, said. The deal faces
similar scrutiny from other regulators.
The European Commission is not
expected to begin its formal review
process for at least another month,
according to one person familiar with
the schedule, while the US Federal
Trade Commission does not follow a set
timetable and has not given any indica-
tionofits thinking on the deal.

Microsofthastried towin over regula-
tors and industry opponents by saying
that call of Duty, the blockbuster game
that has brought in $30bn in lifetime
sales for Activision, would continue to
be available on all consoles after the
deal, rather than being turned into an
exclusive title on Microsoft’s Xbox.

“We're ready to work with the CMA
onnext steps andaddress any of its con-
cerns,” said Brad Smith, Microsoft presi-
dentand vice-chair.
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UN team inspects Ukraine reactor
site after delay caused by fighting

Mission leader says
colleagues will stay on at
Russian-occupied plant

ROMAN OLEARCHYK — KYIV
MAX SEDDON — RIGA

UN atomic safety inspectors intend to
maintain an ongoing presence at the
Russian-occupied Zaporizhzhia nuclear
power plant in southern Ukraine after
yesterday completing an initial tour.

A team led by Rafael Grossi, director-
general of the International Atomic
Energy Agency, left Europe’s largest
nuclear power station at about 6pm
to return to Ukrainian-controlled terri-
tory. But five inspectors stayed on,
said Energoatom, Ukrainian operator
ofthesite.

Grossi posted a video address, in

which he said: “We are finishing our

long-awaited visit to Zaporizhzhia

nuclear power plant. I have just com-

pleted a first tour ofi_hekey areas Lha[
tosee in this first

the whole facility:

“Of course, there is a lot more to do.
My team is staying on, and more impor-
tantlyand the mostimportant thing, we
are establishing a continued presence
from theIAEA here”

The inspection is expected to last sev-
eral days and the agency has said it
wants a permanent presence at the site
that was taken by Russian forces soon
after the February 24 invasion.

Ukraine and Russia accuse each other
of conducting military strikes around
the plant, triggering fears of a nuclear
accident.

Ukraine, which has four operating
nuclear power stations, is home to the

decommissioned Chernobyl plant, site
of the world’s worst nuclear accident
‘while under soviet control in 1986.
Earlier, a spokesperson for Grossi said
the mission had been “delayed on the
Ukrainian-controlled side of the front

line for some three hours™.
Andriy Yermak, chief of staff to
Ukraine's president Volodymyr Zelen-

secure permission and security guaran-
tees from both warring parties, had set
off from Zaporizhzhia on their way to
Energodar yesterday morning.

Ukraine and its western backers have
called on Russia to demilitarise the
plant and return control to Kyiv. They
accuse Russia of basing troops, artillery

skyy, said “Russia shelled Energodar
and the territory of the Zaporizhzhia
nuclear power plant” as the mission
tried to approach.
“They want to disrupt the visit of the
IAEA mission,” he said.
said had
caused it to shut down one of the two
operating reactors at the plant for the
second timein 10 days.
The inspectors, who arrived in
Ukraine this week after months of nego-
tiations in which the IAEA sought to

and atth site.

The Moscow-based Interfax news
agency, citing Russia’s defence ministry,
reported that a Ukrainian “sabotage
group” crossing the Dnipro river by boat
had been destroyed in a helicopter
attack after disembarking near thesite.

Russia’s Tass news agency, quoting
Alexander Volga, installed by Russia as
the head of Energodar, said the city was
without power yesterday.

Russian and Ukrainian military
claims could not be independently
verified.

safety first:
Rafael Grossi,
second left, and
members of his
inspection team
negotiate access
tothe nuclear
power station at
Zaporizhzhia
yesterday — reuers

Head of Russia company critical of war dies after fall

NASTASSIA ASTRASHEUSKAYA
ANDMAX SEDDON — RIGA

The chair of oil major Lukoil, one of the
few Russian companies to criticise the
war in Ulkaraine, has died after falling
out of a hospital window in Moscow,
according to Russian media.

Ravil Maganov, one of the longest-serv-
ing i Russia’ d-largest
oil producer, died six months after the
company’s board released a statement
calling foraspeedyend to the conflict.

Russian state media, citing anony-
mous law enforcement sources, said
Maganov’s death was being treated as
suicide. Mash, amedia outlet with ties to
the police, said Maganov was being
treated for heart problems and had also
been diagnosed with depression.

Baza, another law enforcement-
friendly news outlet, said Maganov fell

from a balcony at the hospital where
repairs were taking place and suggested
he could have slipped while going out
for asmoke. Police found a pack of ciga-
rettes inhis ward, Baza reported.

Maganov, 67, was at Lukoil for nearly
30yearsand became its chair in 2020.

He was being treated at Moscow’s
Central Clinical Hospital, a facility oper-
ated by Ruxsms presidential property

and normally
reserved for the elite. Mikhail Gor-
bachev, the last leader of the Soviet
Union, died at the same hospital on
Tuesday after alongillness.

Lukoil was founded from state oil
assets during the break-up of the Soviet
Union by Vagit Alekperov, a former
Soviet deputy energy minister. Itis one
of the few major energy companies in
Moscownotunder state control.

Alekperov resigned from the com-

‘pany in April after he was hit withsanc-
tionsby the UK and Australia.

InMarch, Lukoil’s board expressed its
“deepest concerns about the tragic
events in Ukraine” and “sincere empa-
thy for all victims, who are affected by
‘this tragedy”.

Lukoil’s board refrained from criticis-
ing President Vladimir Putin personally
or blaming Russia for invading Ukraine;
the call to end the war was rare among
Russian corporates, most of which con-
tinue to maintain an awkward silence.

Lukoil yesterday said: “We deeply
regret to announce that Ravil Maganov,
chairman of Lukoil board of directors,
passed away following a severeillness.

“Ravil Maganov immensely contrib-
uted to the development of not only the
company, but of the entire Russian oil
and gas sector”

Maganov’s brother, Nail, is chiefexec-

utive of another major Russian oil pro-
ducer, Tatneft.

several mid-ranking Russian energy
executives have died in
stances since the war broke out. A day
after the invasion in February, Alexan-
der Tyulyakov, a deputy head of gas
monopoly Gazprom's treasury, was
found dead in the garage of his home in
Leninsky, an elite St Petersburg suburb.

s death was the second sui-
cide in the same suburb in less than a
month. Leonid Shulman, an executive
at Gazprom’s transport arm, was found
dead in hisbathroom in lateJanuary.

In July, police found Yuri Voronov, the
head of a shipping company that con-
tracts for Gazprom, dead in a swimming
pool at his home in the same suburb
from a gunshot wound to the head. Rus-
sian media linked Voronov’s death to a
business dispute.

Europe. Cost of living

Inflation costs Spain’s
premier his poll lead

Opposition gains significant

edge over Sanchez coalition

ahead of general election

families cope with soaring energy costs
and inflation, which rose to a 38-year
high of 10.8 per cent in July. Windfall
taxes on banks and energy companies
aim to recoup €7bn of that spending

PETER WISE — LISBON

Spanish lawmakers’ approval last week
of measures to save energy by mtm:l—

i ature of ai diti

overtt two years.

Alberto Niifiez Feijéo, the PP leader,

has accused the government of “fiscal

populism” over its windfall taxes and

quﬁLmned theimpactof energy-saving
ion and tourism.

among other things, was a welcome win
for prime minister Pedro Sinchez, who
will need all the help he can muster in
coming months.

With disgruntled Spaniards facing a
sharp rise in the cost of living, Sdnchez’s
Socialist government relies on a frac-
tious coalition partner to get any busi-
ness done. The conservative opposition,
meanwhile, has surged to a poll lead of
almost nine points ahead of next year’s
general election.

“sénchez is facing his most difficult
period since he became prime minister
four years ago,” said Lucid Méndez, one
of the founders of El Mundo newspaper.
“He has never been behind in the polls
before and the economy is getting
worse.”

The danger was made clear when the
opposition centre-right People’s party

But the criticism has been muted, said
simén, because of the popularity of tax-
ing big companies and a lack of policy
alternatives on energy.

Feijéo, who headed the regional gov-
ernment in the PP heartland of Galicia
for 13 years, has overseen a sharp im-
provement in the party’s fortunes since
hewas elected in Apriltounify the party
after months of feuding under Pablo
Casado, hisyounger predecessor.

Veteran Feijéo dates from the biparti-
san era before the emergence of new
radical parties on the left and right
began to complicate the formation of
stable governments after 2015. Soon
after his appointment, the PP overtook
Sanchez’s Socialists in the polls and has
further increased its lead since its vic-
Lory in Andalucia.

Fel]oo is expandlng the PP in both

won a ding victory in a regional
vote in Andalucia two months ago,
securing an absolute majority in what
had been a longstanding Socialist
stronghold. Insisting the defeat had no
national implications, Sanchez declar-
ed: “The government remains strong.”

How the economy performs before
next spring, when Spaniards vote in a
series of regional elections and nation-
‘wide local ballots, could determine who
wins the general election. Sanchez is
expected to hold off calling the vote
until December 2023, as late as possible,
in the hope ofan economicupturn.

“If the Socialists lose important
regional bastions like Valencia or Castil-
la-La Mancha, it would be very difficult
to come back from those defeats in the
general election,” said Mariam Martin-
ez-Bascuiidn, a political scientist at the
Autonomous University of Madrid.

Spain’s jobless rate fell to its lowest
level in 14 years in the second quarter.
But a slight upturn in July has raised
concerns. “No economic question is
more important in Spain than unem-
ployment,” said Pablo Simén, a profes-
sor of politics at Madrid's Carlos III Uni-
wversity. “If it begins to rise again, it will
becomea critical electionissue.”

Sanchez’s Socialist-led coalition has
sought to regain momentum with a
€9bn package of pension increases, tax
cuts and subsidies to help vulnerable

Testing times: Pedro Sanchez has not
been behind in the polls before

,” said simén, attracting vot-
ers in the centre who have previously

‘If the Socialists lose key
regional bastions, it would
be difficult to come back
in the general election’

voted Socialist as well as supporters of
thehard-right Vox A

The PP leader has targeted tension
between Sanchez and Podemos, the rad-
ical left party in his coalition, as a key
source of instability, branding the gov-
ernment “weak, sectarian and irrespon-
sible”. He has also attacked negotiations
with leftwing Catalan and Basque sepa-
provide par ¥
support for the administration.

The PP, however, is not without its
own internal tensions. Isabel Diaz
Ayuso, the PP head of Madrid’s regional
government, is mounting a court chal-
lenge to the energy-saving package,
which also bans the lighting of shops
and publicbuildings after 10pm.

“Madrid will not switch offt” she
pledged in a Twitter message this
month. Her previous rebellion over
coronavirus Testrictions, when she
refused to close shops and restaurants
in Madrid, proved highly popular.

But this time, her defiance clashed
with Feijoo’s initial backing for the
measures, since reversed, and his trade-
mark non-confrontational style.

Whether sinchez or Feijéo lead
Spain’s next government will ultimately
depend on coalition building. On the
basis of current polls, the PP could
emerge the single largest party. But it
could only hope to form a majority gov-
ernment with support from Vox, as it
did after a regional election in February.

sanchez, meanwhile, has been talking
to Catalan parties in an attempt to
defuse tensions over the region’s inde-
pendence dispute, Spain’s most sensi-
tive issue. Initial agreements include
efforts to move the stand-off out of the
courtsand to “protectand promote” the
Catalan language. Such bridge-building
could prove vital to hisre-election.

“One of sanchez’s virtues is his ability
to resist,” said Martinez-Bascufian.
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Eurozone jobless number dips
under 11mn to hit record low

MARTIN ARNOLD — FRANKFURT

The number of unemployed people in
the eurozone fell below 11mn for the
first time to an all-time low of 6.6 per
cent of the workforce, underlining the
resilience of the bloc’s labour market
despite the energy crisis caused by Rus-

inflation and record low unemploy-
ment, the ECB at its meeting next week
willsee little reason to hold back on pol-
icy tightening,” said Jessica Hinds, an
economist at research group Capital
Economics.

ECB executive board member Isabel
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Kazakh president seeks snap
polls and reduction in tenure

NASTASSIA ASTRASHEUSKAYA — RIGA

Kazakhstan’s leader has called for snap
presidential elections this year and
announced plans to limit the presi-
dent’s tenure to a single seven-year
term.

1Ak ot oinifl

R

approve the presidential term change.
“If it is passed, Kazakhstan will enter a
new political epoch,” Tokayev said.

The president also announced that
parliamentary elections would be
brought forward from 2025 to next year
to allow the public to give the govern-
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sla’s of Ukraine.

The official count of jobless people in
the 19-country bloc dropped by 77,000
in July, according to data published by
the European Commission’s statistics
unit yesterday. The bloc’s unemploy-
ment rate stood at 6.7 per cent inJune.
Inthe wider EU, the number of unem-
ployed people fell 113,000 in July, taking
it below 13mn for the first time and its
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>a new low of 6 per cent.
The strength ofthe labour market and
the subsequent risk that wages will rise
sharply have been cited by several Euro-
pean Central Bank policymakers as a
reason forseeking to accelerate the pace
of interest rate rises with a 0.75 percent-

LU WL LIS JaUROUIL § IS 1SS,
of central bankers last month that “tight
labourmarkets” were one of the “signif-
icant nsks" that “threaten to feed an

it process that is b
harder to control the more hesitantly we
actonit”.

But Hinds said the latest fallin jobless
numbers was “likely to be as good as it
gets”, “Theregion faces adifficult winter
and recession looms. So the jobless rate
islikely torise fromhere.”

Unions are demanding higher pay and
several governments are increasing
minimum wages sharply. Yet there have
been few signsso far of a wage-price spi-
ral. The ECB’s tracker of negotiated
wage growth showed it slowed to 2.14

cant political changesin theoil-rich cen-
tral Asian nation since it gained inde-
pendence following the collapse of the
SovietUnion three decades ago.

Violent anti-government protests
flared across the country early thisyear,
the deadliest in the country’s history.

Speaking during the president’s
annual state of the nation address yes-
terday, Kassym-Jomart Tokayev said:
“For me, the state interests stand above
all, sol am ready to hold snap presiden-
tial elections despite cutting short my
own term.” Limiting the presidential
term would “significantly lower the
risks of power monopolisation”, he
added. The next presidential election

after theJanuary protests.

Tokayev was appointed acting presi-
dent by former long-serving Kazakh
ruler Nursultan Nazarbayev, who
stepped down in March 2019 after rul-
ing for 29 years, and was subsequently
elected for a five-year term. However,
the continuing influence of the
Nazarbayev family and other members
of the country’s political and business
elite led to simmering discontent that
exploded into January’s mass protests,
inwhich more than 200 people died and
which led the government to call on
Russia forhelp to quell the violence.

The government subsequently imple-
mented measures to curb Nazarbayev’s

Centre, C Angela Mackay; For phone +44 20 7873 4816, age point move next week. per cent in the second quarter, down | hadbeenscheduledfor2024. influence and introduced political and
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Ina draft paper seen by the Financial
Times, the European Commission
advises member states to set a maxi-
mum price non-gas electricity produc-
ers can book and redeploy any excess
profitthey generate above that level —a
systemakin toawindfall tax.

The paper leaked shortly after com-
mission president Ursula von der Leyen
used her first post-summer break
speech to promise quick measures to
tackle the energy crisis. She promised a
short-term intervention — something
that could be “triggered very quickly, in
weeks perhaps” — and announced a
longer-term “structural reform of the
energy market” slated for the new year.

How does the EU's energy market
work and why are prices so high?
European energy pricesare set through
a so-called marginal pricing system in
which the most expensive power plant
called on to meet demand on any given
day sets the wholesale electricity price
for all suppliers. This means gas-fired
power stations, still needed to keep the
lights on in many countries, tend to dic-
tate the wholesale electricity price for
the rest of the market even though

prime minister Mateusz Morawiecki
said on Tuesday proposals to change the
market structure “are falling on increas-
ingly fertile ground”.
‘What can the EU do to cut costs for
consumers and i

In its draft paper, the commission dis-
misses options such as caps on electric-
ity or retail gas prices, subsidies to neu-
tralise the cost of carbon emissions per-
mits on hard-pressed industrial con-
sumers and even a suspension of the
European wholesale energy market.

Instead, it suggests bringing electric-
ity costs down via a combination of cuts
todemand and a price limit. The latter
would work by charging non-gas power
producers the difference between the
agreed limit and the actual market price
they receive for energy, inflated by the
high price of gas due to the structure of
the market. Governments “would be
obliged to share the resulting revenues
with electricity consumers with a view
to lowering their electricity bills”, the
document said.

The price cap mechanism could be
applied to day-ahead markets described
above, the paper said, and not to previ-

limit electricity prices automatically if

Nord Stream 1: ously agreed deals such as power pur-
gas prices have chase agreements and electricity
soared torecord  bought on futures markets, which has
levels this year, been a criticism of more broadly tar-
largely because geted windfall taxes.

of Moscow’s Thebloc has already replaced abouta
decision to fifth of its natural gas supply from Rus-
reduce supplies  sia with fuel from elsewhere, and turbo-
to Europe, charged investment in renewables.
driving up The commission declined to com-
the cost of menton the leaked draft.

electricity What are the risks?

Lisi Niesnes/Reuters

The paper, described as a preliminary
assessment of options, said Lhenon -gas

a20- to 30-year-old market.”

Por

there were sudden spikes, under prede- Td bE-
fined conditions, such as unusually high focusmg my
pricerisesina short period of time.

William Peck, power market analyst e SOk
at ICIS, an analytics firm, cautioned  the gas
agzmst overhaulmg a mechanism that

foncdwell for decadesandsall  SUPPLY Part
served asan incentive formuch-needed  Of this
investment in clean power. He said: “r'd 5
befocusing my energy on the gassupply Equa?]OI‘l’
part of this equation and not rippingup  NOLT1PpINg

upa20-to
‘What can'we learn from Spain and 30*)1&211"*01(]
ice cap experiment?
e market’

price cap would not b with
any existing windfall tax schemes,
‘whichwould have to be abolished. Italy,
Spain and Greece have already imple-
mented such taxes.

EU energy agency Acer has warned
against tearing up the market structure.
Inan April report, it said EU wholesale
electricity markets worked well under
normal conditions, ensuring secure
electricity supply.

Instead, itsuggested there could be a
“temporary relief valve” that would

Both countries reached an agreement
with the commission in April allowing
them tocap the price of natural gas used
in power plants, thus decoupling elec-
tricity and gas prices. The measure
began in May for a year, with the cap
averaging €48.80 per megawatthour.
The €8.4bn subsidy the two countries
will pay to gas companies will be largely
recouped by charges on the electricity
distributors that the price cap benefits.
The commission granted what has

become known as “the Iberian excep-
tion” from state aid rules as their
electricity bills are strongly linked to
wholesale energy prices. They have lim-
ited energy connections with the rest of
the EU, making the peninsula an
“energyisland”.

Spain claims that between June 15 and
August 15, the price of electricity had
been €49.85 per megawatt hour cheaper
than it would have been had the price
cap mechanism not been in place, sav-
ing consumersabout €1.4bn.

But the amount of gas used for elec-
tricity has risen17 per cent between Jan-
uary and July 2021 to 23 per cent in the
same period this year. Madrid said this
was because the summer drought has
hit hydropower plants.

Peck said expanding such a mecha-
nism Europe-wide could similarly
increase gas demand by making it artifi-
cially cheap. “That’s the exact opposite
of what we needed to be doing,” he said.

EU energy ministers will meet to dis-
cuss the proposals on Septembers.
Additional reporting: Peter Wise, Lisbon
Chris Glles see Opinion
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UN accuses Beijing of Uyghurs abuse

Report details evidence
of torture and sexual
violence in Xinjiang

DEMETRI SEVASTOPULO — WASHINGTON
EDWARD WHITE — SEOUL
YUAN YANG — LONDON

The Chinese government has commit-
ted “serious human rights violations” in
its treatment of Uyghurs and other Mus-
lim ethnic minorities in Xinjiang,
according to the UN High Commis-
sioner for Human Rights.

In a long-anticipated report that was
opposed by Beijing, the UN body cited
credible evidence that Uyghurs held in
detention camps had been victims of
torture and sexual and gender-based
violence.

“The extentof arbitrary and discrimi-
natory detention of members of Uyghur
and other predominantly Muslim

groups . . . may constitute international
crimes, in particular crimes against
humanity;” the report said.

The report was the first investigation
by the UN into abuses in the north-west-
ernregion of Xinjiang, where more than
1mn Uyghursand other minorities have
faced mass internment and forced
labour. It was released on the day that
Michelle Bachelet, the UN human rights
chief who visited Xinjiang this year,
ended hertenure.

Since 2017, China greatly expanded
police control over Xinjiang’s Muslim
population of about 13mn, describing
the measures as “anti-terrorist”.

Beijing’s permanent mission to the
UN said the report was “based on the
disinformation and lies fabricated by
anti-China forces” and “wantonly
smears and slanders China”.

The UN also released a 121-page
report by China, which said the state’s

fight against terrorism in the region was
“necessary and just”, within “the rule of The E’_Ctent
law” and “safeguards human rights”. of arbitrary
But the UN said the abuses resulted  detention
from a “deeply problematic” system -
from the perspectiveof human rights. ay
The anti-terrorism apparatushadled  constitute
‘to the “large-scale arbitrary deprivation .
of liberty” of Uyghurs and other minori- m_ternaFlonal
ties in “vocational education and train-  CrImes, In
ing centres” between at least 2017 and o
2019, the UNsaid. pa_nlﬂﬂar
“Even if the VETC system has since ~ CIlIIMes
been reduced in scope, as the govern- ainst
ment has claimed, the laws and policies A o
that underpin it remain in place,” the humanity’

UN concluded.

The report noted that detentions were
part of broader discrimination against
Uyghurs and other Muslim minorities,
such as curbs on religious identity and
expression and “serious indications of
violations of reproductive rights

mEnET

through the coercive and discrimina-
tory enforcement of family planning
and birth control policies”.

The report followed allegations of
genocide against Beijing by the US, UK,
Canada and others, as well as consumer
boycotts. In June, the US started block-
ing imports of goods with parts from
Xinjiang, which is a big producer of cot-
ton and polysilicon for solar panels.

“The high commissioner’s damning
findings explain why the Chinese gov-
ernment fought tooth and nail to pre-
vent publication of her Xinjiang report,
which lays bare China’s sweeping rights
abuses,” said Sophie Richardson, China
director at Human Rights Watch.

Richardson called on the UN Human
Rights Council to investigate Beijing'’s
crimes against humanity” and hold
those responsible to account. The
potential next step would be to start a
formalprobe ofabuses in Xinjiang.

An image
released by an
advocacy group
shows Chinese
police in an
apparent
anti-escape drill
at a detention
centre in
Xinjiang

Victimsof Communsm
MemoriayARPGetry mages

Beijing is wary of dropping a

strategy closely identified
with the party and its leader

EDWARD WHITE — SEOUL

Allit took was 35 coronavirus cases for
officials to lock down swaths of Shen-
zhen, the technology and manufactur-
inghub that is home to 17.5mn people.

In Chengdu, in China’s south-west,
156 new local cases prompted officials
yesterday to announce a lockdown
affecting21mn people.

Since Sunday, partial lockdowns,
mass testing, public transport suspen-
sions and school closures have been
ordered across cities including Harbin
and Tianjin in the north-east.

Yet experts believe President Xi Jin-
ping’s zero-Covid policy will continue
into 2023 until Chinese scientists find
ways to stop the spread of the virus or
for adominant mutation to emerge with
farmilder consequences than Omicron.

“It will require some miracles,” said
Chen Long, a partner at Plenum, a con-

Pandemic. Control measures

China caughtin zero-Covid policy tangle

virus to evolve and become less fatal.”

Xi's efforts torid China of coronavirus
aretakinga huge economictoll. The pol-
icywill shave 1.6-2 percentage points off
gross domestic product growth this
year, according to Natixis, the French
bank, based on a calculation of retail
sales and intracity mobility compared
with pre-pandemiclevels.

That will pile the pressure on eco-
nomic planners as they chase a growth
target of 5.5 per cent, the lowest in dec-
ades. The real cost is likely to be higher,
said Alicia Garcia Herrero, chief econo-
'mist for Asia-Pacificat Natixis.

The estimate, she noted, did not
include the impact of deteriorating sen-
timent across the housing sector and
fallinginvestment in China.

On Wednesday, China’s official pur-
chasing managers’ index showed manu-
facturing activity shrunk for the second
straight month, reflecting the property
downturnand a crippling drought.

The latest Covid controls come ahead
of the Communist party congress start-
ing on October 16, at which Xi is set to
secure an unprecedented third term in
power.

in early 2020, and a signal that Beljing
might soften its border restrictions.

‘Any policy

loosenin; Some analysts predict the zero-Covi
! alysts predict th vid
q policy could be dropped after the con-
can and will gress. But the strategy is seen increas-
be snapped ingly as a test of the party’s legitimacy
and is too closely attached to the most

backat a’ powerful leader since Mao Zedong.

moments “Shifting away from the zero-Covid
Asoh policy right after the party congress will
notice if look like he is not totally in charge, like
alocal he was forced to back away from one of
his signature policies right after alead-
outbreak ership transition,” said Xinran Andy
gets out of Chen, senioranalystat Trivium China, a
control’ consultancy in Shanghai. “Letting it go

willbeavery gradual process.

Policymakers will probably twealk the
policy instead of making fast or sweep-
ing changes, said Chen.

This would be similar to adjustments
made inJuneand Julyinresponseto fall-
ing infection rates and Omicron’s
shorter incubation period, when the
control periods for incoming travellers
and close contacts of those who tested
positive were reduced.

“They’re basically trying to fine tune
the zero-Covid playbook to make it less

Underlining Xi’s stubborn adherence
to zero Covid are fears over China’s
healthcare system, whichin many parts
of the country is unprepared to deal
with sudden ormass patient influxes.

Chen Gang, a China expert at the
National University of Singapore, said
Beijing was watching as other countries
eased their pandemic controls.

Many international commentators
have criticised the pace of China’s vacci-
nation campaign for the elderly and its
refusal to accept the messenger RNA
technology used to produce the BioN-
Tech/Pfizer and Moderna jabs. They say
Beijing has put nationalist pride ahead
of common sense policymaking.

But Plenum’s Chen Long said the
debate over the effectiveness of China’s
vaccines compared with leading west-
ern jabs “really misses the pointbecause
it has become pretty clear that no vac-
cine in the world is able to protect peo-
plefrom getting Covid”.

“Let’s assume all Chinese people have
Pfizer, three doses . .. there are still
going to bea lot of people infected, anda
0.3, 0.4 per cent deathrate. Those num-
bers are still going to be unacceptable

Samer
AlAtrush

Hopes for diplomatic
breakthrough fade in
Libya leadership fight

s militia groups fought pitched battles on the

streets of Libya’s capital last weekend, Fathi

Bashagha, oneof the two men who claim to be

the country’s legitimate prime minister,

hoped the clashes would end with his rival
beingremoved.

By the time hostilities had subsided, at least 32 people
had been killed in the deadliest clashes since Libya’s civil
war ended in 2020. But Bashagha and his allies could not
unseat Abdul Hamid Dbeibah, a businessman appointed
last year to head an interim government in Tripoli.

Diplomats and analysts warned that unless the uneasy
truce in Libya led to political talks between the two rivals,
Dbeibah might have just bought himself time before the
next round of hostilities. The Opec member state has
endured successive civil wars since a Nato-led interven-
tion overthrew the dictator Muammer Gaddafiin2011.

“Noone gets avictory lap,” said Mohamed Eljarh, direc-
tor of the Libya Desk consultancy. “But the way things are
now, Dbeibah and all around him will be emboldened.
Bashagha will either have to say ‘OK I give up’, which is
unlikely, or for him to become even more violent and less
compromising.”

The north African country has become a battleground
for foreign powers. In 2019, the eastern warlord Khalifa
Haftar, supported by Egypt, the United Arab Emirates as
well as Russian mercenaries, sought to overthrow the UN-
recognised government in Tripoli. He failed thanks to a
Turkish military intervention.

In the complex world of Libyan politics, loyalties can
switch easily. The UAE,
which still counts Haftar
asan ally, has builta rela-
tionship with Dbeibah’s
Tripoli-based adminis-
tration. Diplomats say
the Moscow-linked mer-
cenaries from Wagner
Group that once backed
Haftar no longer listen to
himand now actindependently.

Turkey also supports Dbeibah, and Libya, which sits on
top of Africa’s largest proven oil reserves, is divided
between Russian and Turkish zones of influence.

During the weekend battle, one militia working along-
side Bashagha, under its leader Osama al-Juwaili, was
advancing when it came under what it said were Turkish
drone strikes. “We confirmed 18 missiles. You can quote
mebyname,” Juwaili told the Financial Times.

Awestern official supported his acoount, although other
Libyan sources denied that Turkey, which has troops in
western Libya, stepped in to save Dbeibah. One security
official with knowledge of the situation also said Turkey
had denied to Egypt that it had intervened. The Turkish
foreign ministry did not respond to requests for comment.

Dbeibah had been appointed in UN-sponsored talks in
early 2021 tolead the country to elections by the end of last.
year. But the elections were indefinitely postponed,
prompting the eastern-based parliament, which is loyal to
Haftar, to select Bashagha as arival premier.

An aide to Bashagha said he was expected to retain the
backing of Egypt, where some officials have expressed
frustration with his inability to take the capital. The same
aide also said that Bashagha, who also tried entering the
capital in May, would not resort to violence the next time.

Fadel Lamen, Bashagha’s national security adviser, said
the rival prime minister would instead seek to win over
Dbeibah’s supporters in Tripoli, where theloyalties of vari-
ous militias can shift, as partof efforts to grow his coalition.

“The feelingis that the current status quo is unattaina-
ble,” said Lamen. With international diplomacy rudder-
less, the prospects of adipl i are bleak.
Thewarring parties are now plottingtheir nextmoves.

“The latest clashes resolve nothing politically speaking,
but the military dynamics are conducive to a change,” said
Emadeddin Badi, senior fellow at Atlantic Council Middle
East Initi “This could bec lled towards kicl-
starting a new political process, even if the likelihood of

The north African
country has
become a
battleground for
foreign powers
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sultancy in Beijing. “They are hoping
for a super vaccine that’s going to be
much more effective than the current
ones anywhere in the world. Or, for the

" InNovember, Xi is expected to attend
the G20 summit in Bali, said Indonesian
president Joko Widodo, in his first trip
outside Chinasince the pandemic began
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disruptive,” said Chen. “That said, any
policy loosening can and will be
snapped back at a moment’s notice ifa
local outbreak gets out of control.”

for the Chineseleadership.”

Additional reporting by Gloria Li, Eleanor
Olcott and William Langley in Hong Kong
and MaiqiDing in Beifing

that happening s slim.”
Additional reporting by Laura Pitelin Ankara

samer.alatrush@ft.com

EU agency signals approval
for Omicron vaccine boosters

DONATO PACLO MANCINI — LONDON

The EU drugs regulator has recom-
mended the approval of Covid-19 shots
that target the Omicron coronavirus
variant, paving the way for their rollout
across the bloc in the autumn, when
health authorities expect casestorise.

The vaccines are bivalent formulations,
targeting the strain that appeared in
2019 in China and the original version of
Omicron. Both are messenger RNA vac-
cines made by BioNTech/Pfizer and
Moderna.

The Furopean Medicines Agency
looked at clinical studies conducted
with vaccines designed to target the
original virus and the BA. 1 variant. By
contrast, US health authorities relied on
pre-clinical data to approve bivalent
vaccines that target BA.4/BA.5, a later
version of Omicron that in recent
months drove a global surge in cases.

The US Food and Drug Administra-
tion approved them on Wednesday. UK

Friday 2 September 2022

health authorities approved the Mod-
ernabivalent shot last month with a for-
mulation thattargets BA. 1, in step with
Europeanregulators.

Covid cases and deaths are on a down-
ward trend, the World Health Organiza-
tionsaid on Wednesday BIILCM int Lhe
northern are p

KATHRIN HILLE — TAIPE|

Taiwan for the first time shot down a
drone over one of its outlying islands
‘yesterday, as Taipei begins to respond
more forcefully to a sustained Chinese
military pressurecampaign.

rise in tandem with other 1 resplratory
diseases inthe coming months.

Emer Cooke, head of the EMA, had
said “promises are not enough” after

The Tai army said an unidenti

fied commercial drone equipped with
cameras intruded into restricted air-
space over the waters around Shihyu, a
Taiwan-controlled islet less than 4km

drug ): pushed to
approve the shots without looking at
clinical data in humans. “We have to
have confidence in the vaccines that we
authorise,” shesaid.

The EMA said the original vaccines
were “still effective” at preventing
severedisease and death linked to Covid
and “will continue to be used within
vaccination campaigns in the EU”.

stella Kyriakides, European commis-
sioner for health and food safety, said
EUapproval would follow “shortly”.

from Chi Titory.

“After warnings and attempts to expel
it remained without effect, [soldiers in]
the garrison brought it down with
defensive shots,” said the army on the
island of Kinmen, which is around
20km from the Chinese city of Xiamen.

Taiwan's defence ministry declined to
say whether the drone was Chinese, but
the incident follows a series of similar
intrusions by civilian-use models into
Kinmen airspace in the past two weeks,
all of which left in the direction of

Taiwan military shoots down
suspected surveillance drone

Xiamen. On Tuesday, Taipei said ithad
fired shotsat adrone to expelit.

The action against drones comes as
‘Taiwan is tryingtoshow more resolve in
deterring Chinese aircraft and warships
from flying and sailing closer to its terri-
tory. These Chinese activities have con-
tinued since Beijing held unprece-
dented week-long exercises in response
to a visit to Taipei by US House Speaker
Nancy Pelosi in August.

Separately yesterday, Robert Tsao,
founder of United Microelectronics Cor-
poration, Taiwan’s second-largest chip-
maker, said he would give NT$600mn
($19.6mn) to an initiative to train 3mn
civilian fightersand NT$400mn to train
afurther 300,000 civilian marksmen.

The donations were the first portions
of $100mn that Tsao has pledged
towards Taiwan's defences. Tsao, 75, ran
afoul of Taiwanese authorities in the
pastby trying to circumvent restrictions
oninvestment in China, but has become
one ofthe most vocal critics of Beijing.

* FINANCIAL TIMES

Zambia $1.3bn bailout to test
Beijing over souring of loans

JOSEPH COTTERILL — JOHANNESBURG

Zambia has secured a $1.3bn IMF bail-
out package, enabling the African
nation to advance talks with creditors
on exiting a default that will test how
Beijing handles the souring of its loans.
to developing nations.

The three-year bailout “will help re-
establish sustainability through fiscal
adjustment and debt restructuring”
through a “homegrown economic
reform plan” formulated by President
Hakainde Hichilema’s government,
said the Washington-based multilateral
lender.

The deal is a landmark for how the
IMF will respond to debt distress in
countries that have borrowed heavily
from China. The bailout was unlocked
after Beijing agreed in principle in July
to restructure loans under a G20 frame-
work to co-ordinate debt relief.

This week, the IMF also announced
an agreement with SriLanka ona draft

$2.9bn bailout thatwill go to the fund’s
board for sign-off, and approved a
$1.1bn disbursement to Pakistan. Both
south Asian countries took significant
loans from Beijingin recent years before
becoming mired indebt crises.

In2020, Zambia became the first Afri-
can borrower to default since the start of
the pandemic when it stopped making
payments on $17bn of external debt
under Edgar Lungu, who lost the presi-
dency to Hichilema in an election the
following year.

Before the default, China became
Zambia’s biggest creditor with $6bn in
loans to build airports, roads and other
infrastructure, many of which became
white elephants as the economy slowed
and corruption mounted.

The IMF bailout isanchored by a plan
from Hichilema’s government to cut the
fiscal deficit to less than 7 per cent of
gross domestic product this year, from
double digits in 2021, and to revive
growth.

ARTHUR ASHE STADIUM

A LATE SUMMER
NIGHT'S RITE

It’s the final act of the Grand Slam® Tournaments.
For those who step into the arena, the game ahead
is unlike any other. In the city that never sleeps,
the days are longer and the mghts electric. Grandeur
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1s the norm. Lhe clamour of the crowd dictates its own
rhythm. At Flushing Meadows, those who chase the
crown will have to tame the tumult, harness its
overwhelming energy and tap into unsuspected
resources. The kind of resources that keep the
crowds, like the nights, electric. Year after year.
Season after season. Welcome to the US Open.
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NATIONAL TENNIS CENTER, NEW YORK
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Asia pivot Prudential believes risks of regional focus are worth taking for chance to grab share in underserved market © companies
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Beijing slams
US restrictions
on Nvidia’s
chip exports

e Licences needed to sell Al processors
@ China condemns tech ‘hegemony’

WILLIAM LANGLEY — HONG KONG
RICHARD WATERS — SAN FRANCISCO

China has condemned a US move that
threatens its access to high-end proces-

in early afternoon trading in New York
yesterday.

Chinese foreign ministry official
‘Wang Wenbin said yesterday that the

sors fromC that
to the most demanding artificial intelli-
gence work, after Washington stepped
up its efforts to restrict exports of cut-
ting-edge technology to its trade and
military rival.

US officials have told chi k

Uswas pting to impose a “techno-
logical blockade” on China. He said the
ban showed the US was trying to main-
tain its “technological hegemony™.

The move marks the latest salvo from
the US to restrict tech exports to China
overwhat i hasdescribed as

Nvidia that it will need special licences
to sell Chinese customers two of its proc-
essors that are widely used to speed up
Al calculations, the company said in a
filing on Wednesday.

The government is imposing the

concerns that they could be used for
military purposes. The US has imposed
restrictions on exporting technology to
anumber of Chinese companiesand has
taken aim at the country’s push for self-
sufficiency in semiconductors.

China said the move
undermined the stability
of global industrial

and supply chains

requirement on any products contain-
ing its A100 and forthcoming H100
graphical processing units.

The processors are used as “accelera-
tors” to speed up the most data-
intensive parts of the machine learning
calculationsused in AL

AMD, whose GPUSs are also used as
accelerators for AT calculations, said it
had also been told that it would need to
apply forlicences in order to sell its most.
advanced accelerator, the MI250%, in
China.

Nvidia said the crackdown, which
also covered sales to Russia, was aimed
atprevenungrmhrzqi use of the proces-

Chinese ministry repre-
sentative Shu Jueting said the move
undermined the legitimate rights and
interests of Chinese companies and the
stability of global industrial and supply
chains.

Nvidia said in a filing that it was
“engaging with customers inChina” and
“seeking to satisfy their planned or
future purchases of our data centre
products with products not subject to
the new licence requirement”.

Analysts at investment bank Jefferies
said the biggest users of the chipsets in
China were cloud service providersand
largeinternet companies.

There were nodirect local substitutes,
they said, and one alternative would be
to use multiple lower-end processors
from Nvidia that were not banned. This
attempt to replicate the processing
power would not achieve the same
speedsand come at a much higher cost,

theyadded.
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Copper quest Rio Tinto digs deep to take full
control of Canada’s Turquoise Hill for $3.3bn

HARRY DEMPSEY — LONDON

RioTinto has agreed to pay $3.5bn to
take full ownership of canadian
miner Turquoise Hill, giving it
greater control over the vast OyuTol-
goicopperminein Mongolia.

The move brings an end to a six-
month takeover battle, boosting Rio’s
exposure tocopper, which is expected
to benefit from governments’ climate
change plans that rely on renewables
and electric vehicles in which the
metal isused in vastquantities.

The deal represents an increase on
the FTSE 100 miner’s original offer in
March of $2 :7bn to blly out mmorlty

b JET

Rio plans to expand the Oyu Tolgoi mine in Mongolia to make it one of the world’s biggest — amsasuren syambe-ocriarn

ment ownsthe stake inthe

project. Rio Tinto chief executive
Jakob Stausholm said that the deal
“will simplify governance, improve
efficiency and create greater certainty
of funding for thelong-term success of
the Oyu Tolgoi project™.

The purchase price of C$43 per Tur-
quoise Hill share is a 67 per cent pre-
mium from the day before the initial
offer was made. Copper prices have
dropped from a record high above
$10,600 in March to below $7,800 as
soaring energy prices threaten to
plunge much of the world into an eco-
nomic downturn and Covid-19 con-
tinues to curbdemand in China.

i e T A 4o e
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duction; but they bemoan the lack of
quality projectsto investin.

Rio, which has mined copper from
an open site at Oyu Tolgoi for a dec-
ade, struck a deal with the Mongolian
government this year for a $7bn
underground expansion.

It will make the site one of the big-
gest copper mines in the world, pro-
ducing at peak capacity 500,000
tonnes of the metal annually.

Richard Hatch, an analyst at Beren-
berg, said the offer was a “sensible
price” and would give “Riothe lowest-
risk exposure to a meaningful equity
increase in copperproduction”.

SR T S BT

OnlyFans
owner gains
$500mn
dividend

PATRICIA NILSSON

The owner of OnlyFans has collected a
$500mn windfall over the past two
years from the popularity of the plat-
form for sex workers and celebrities to
sell contentto followers.

The dividend payments to Leo Radvin-
sky, a Ukrainian-US pornographer and
internet entrepreneur, were disclosed
by the UK-based company yesterday as
itrevealed asevenfold rise in profits.

Payments of $284mn in 2021 and
$233mn this year make Radvinsky one
of the best-paid founders of an internet
start-up in the UK and underline the
growth of OnlyFanssince the pandemic.

OnlyFans allows content creators
such as fitness instructors, musicians
and erotic stars to sell videoclips, mes-
sages and articles directly to fans who
pay between $5 and $50 a month, of
which the group takes a 20 percent cut.

In its annual report, the company
revealed that pre-tax profits in the year
to November 2021 rose from $61mn to
$433mn while revenues climbed from
$358mn to $932mn. OnlyFans users
spent nearly $4.8bn on the platform in
2021 for pornography, workout advice
and cooking tips, the bulk of which went
directly to creators.

Radvinsky made his fortune in online
pornography and adult live-video sites
before buying OnlyFans in 2018. Found-
ers Tim Stokely; an Essex-based entre-
preneur, and his father Guy, a former
banker, left the company late last year.

OnlyFans lets people with a large
socialmedia following monetise content
without having to rely on sponsored ads
or promotional deals, a breakthrough
for adult entertainers who struggled to
get viewers to pay for a product freely
available on many othersites.

OnlyFans profits far exceed those of

dGeek, the adult entertai
empire behind sites such as Pornhub
and YouPorn.

OnlyFans has tried to craft a more
mainstream brand, saying that a grow-
ing number of its creators sell non-
sexual content. But it has yet to disclose
figures on the breakdown of its reve-
nues. The DI hced awave of cnn-

el
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However, powerful AI chips are an
important dual-use technology that also
plays a centralrole in the datacentres of
companies that process large volumes
of data, potentially leading to broader
economicimpact.

shares of the company fell 11 per cent.

INVIUEA SAIU LUE ULUEL dISU appues w
GPUs sold in Russia, though it does not
currently sell its products in the coun-
try. It added that about $400mn in
potential sales to China this quarter
might be affected by the new licence
requirement.
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SUALEHUIUELS 11 LIE  QUEUEG-
headquartered group, which it last
month sweetened to $3.1bn.
‘Turquoise Hill holds 66 per cent of
the Oyu Tolgoi project, one of the
world’s largest known copper and
gold deposits, which is located in the
Gobi desert. The Mongolian govern-

CIUWEVEL DEYULIL LLIE €LIC1ZY GLISIS,
demand for copper is set to soar since
production needs to double by 2035
Lo electnfy the global economy and

AL LINEPEIURTILSPEGIAL LULL I U
of Turquoise Hill's board has
approved the deal, which will need

S&P Global That has fuelled appeute
among large miners to diversify their
portfolios beyond iron ore and steel-

support from two-thirds of votes cast
by shareholders and approval in the
majority of votes cast by minority
shareholders. Rio already owns 51 per
centof Turquoise Hill

UISLL 41U IUCKELY 1450 yeal wien
unexpectedly banned pornography
beforebacktracking on the decision.

Stokely said at thetime that the move
had been prompted by banks, wary of
being associated with pornography,
flagging and rejecting its payments to
performers.
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An EXCLUSIVE interview witk

Netflix's strategic change makes it look more like traditional TV

Alex
Barker

here was a point when the
world was not enough for
Netflix. When the stream-
ing service commissioned
an original show. lhe con-
tractwould literally span 1

longer taboo. Flexibility is now the
orderoftheday.

The change wasn’t specifically trig-
gered by Netflix's subscriber losses, the
looming “streaming recession”, belt-
tightening on content budgets or the 60
per cent collapse in Netflix’s stock this
year. It was a more gradual process of
adjustment.

But if Netflix is serious about greater
commercial pragmatism, the shift is
bound to accelerate in years to come.
Thatwill ripple through Netflix’s annual
$17bn content budget and the wider cre-
ative economy. From intreducing
advertising to developing live program-
mmg, Nelﬂlx is look.mg more like the
it was created

rather than restricting Netflix’s rights to
justone country, territory or planet.

The imagination of Netflix’s lawyers
didn’t stop at space travel either.
According to one typical agreement
shared with the Financial Times, the
streamer would also claim the exclusive
rights todistribute the show in all forms
of media “now known or discovered in
the future”.

These kind of contractual clauses
were more than legal paranoia. It was
part ofa deliberate policy. When Netflix
shouldered the financial risk of original
projects such as Stranger Things or Squid
Game, it paid upfront and in return
demanded full ownership of the intel-
lectual property.

such buyouts departed from the tra-
ditional model for television commis-
sioning, where producers retained a
stakein the commercial success of their
show. The approach was yet another
way inwhich Netflix stood out from the
TV crowd.

But overthe past couple of years, with
little public fanfare, Netflix has been
adapting this commissioning template.
The concept of sharing rights is no

FINANCIAL TIMES

ROW

tounseat.

Netflix, of course, has been one of the
great beneficiaries of shared rights.
Even today, much

of its library is JfNetflix is serious about

made up of shows

licensed for sec- greater commercial
pragmatism, the shift is
creek or peaky bound toacceleratein

ondary use.
Hits llke Schitt’s

Blinders were first years to come
broadcast else-

where before landing on the Netflix
platform.

This has some peculiar effects.
Ofcom, the UK's media regulator,
recently examined how often shows
licensed from the BBC, Channel 4 and
other public service broadcasters were
streamed on Netflixin the UK.

The estimate was 510mn times in the
first quarter of 2022 — almosta third of
what Netflix’s own original content
attracted duringthe sameperiod.

One survey participant told Ofcom
they didn’t bother watching a tradi-
tional (free-to-air) TV channel because
they could simply wait for theirshows to
“turn up on Netflix” (behind a subscrip-

tion paywall). Netflix has been protec-
tive of its original shows. In return fora
considerable upfront fee, the streaming
service in effect bought the power to
decide where it is aired, and whether to
develop spin-offs, merchandise, or
games. Netflix, for instance, has com-
missioned a reality show from Squid
Game, made by different producers
from thedrama.

This is considerable power. Yet even
for Netﬂlx the calculus has begun to

Some (but not all) producers are
pressing to retain rights to the shows
that they make. There is greater compe-
tition from other streaming services for
talentand good projects.

Regulatorsare also intervening to bol-
ster producer rights, especially in
Europe. And Netflix has developed a
betteridea of what part of a show’s life-
cycle is most valuable in supporting a
streaming business.

Executives making programmes for
Netflixsay that the resultis amore open
conversation about rights. On flagship
shows, the streaming giant has been
introducing creative incentives in con-
tracts to reward producers of successful
shows.

But for less prominent original con-
tent, it has also become more open to
discussing “windowing”, where a pro-
gramme maker can sell a show to tradi-
tional television after it has appeared on
Netflix for a set period of time. The gam-
ble for the producer is taking a lower
payment in return forextra rights.

Netflix’s practices change from region
to region, and indeed from producer to
producer. But the direction of travel is
clear. Original Netflix content might be
becoming part of the traditional televi-
sionuniverse.

alex.barker@ft.com
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Richemont investors oppose rejig

Shareholders in luxury
group say they will vote
against activist's proposals

HARRIET AGNEW — LONDON
LEILA ABBOUD — PARIS

Several top investors in Richemont are
planning to vote against proposals by an
activist investor to shake up the Swiss
Iuxury group’s board and challenge its
controlling shareholder and chair
Johann Rupert.

London-based hedge fund Bluebell
Capital Partners, which owns a small
stake in Richemont, has proposed three
resolutions to be voted on at a share-
holder meeting next Wednesday,
including one that would nominate
former Bluebell partner and luxury
industry veteran Francesco Trapani to
theboard.

They contend that Richemont, whose
biggestbrandsare Cartier and Van Cleef
& Arpels, has underperformed peers

such as LVMH and Hermés and has
been hurt by poor governance and stra-
tegic choices, such as sticking with mon-
ey-losing ventures in fashion and ecom-
merce.

Bluebell, which has been part of suc-
cessful campaigns at Danone and Hugo
Boss, has also criticised Rupert for
behavinglike a “padre-padrone” or god-
father-like figure, who makes most
decisions at Richemont even though he
owns only aminority stake.

But Stephen Paice, head of European
equities at Baillie Gifford, which is a top
15 investor in Richemont, said the fund
was planning to vote against Bluebell's
resolutions. “You can see that the com-
position of the board has changed over
the past five years and Richemont has
tried to address some of the gaps in the
skillset,” said Paice. “I think the direc-
tion of travel is positive.”

A second top 15 investor said that
changes by Richemont to its board —
notably the appointment last year of
Patrick Thomas, the former chief exec-

utive of luxury rival Hermés — showed
that “the company is going in the right
direction”.

Rupert, 72, who built Richemont into
apowerhouse in jewellery and watches
with a market value of about SFr63bn
($65bn), has said shaking up the board
is not necessary and has opposed Tra-

‘We think we have the
support of some of the
largest sharcholders’

Guiseppe Bivona, Bluebell

pani because of his links to LVMH,
‘which he worked foruntil 2016.
Although he owns only a 9.1 per cent
stake in Richemont, Rupert has almost
total power to set strategy and choose
directors because he owns B shares that
carry 50per cent of the votingrights.
Proxy advisers Institutional Share-
holder Services and Glass Lewis have
opposed Trapani joining the board.

Bluebell has proposed Trapani’s nom-
ination to represent the A shareholders
as provided for in the company’s bylaws
but neverapplied by Richemont.

The company has agreed toappointa

ive of the A shareholdersb
wants to name current board member
‘Wendy Luhabe to the post.

Italso has come out against Bluebell’s

other proposals to increase the mini-

Mining. Joint venture
Australian

lithium refinery
plans EV push

1GO and China’s Tianqi begin

since the start of the Covid-19 pandemic
lower.

talks to tap global carmakers’
demand for battery material

The project was beset by problems.
Tiangi, which is listed in Shenzhen and
alsofloated in Hong Kong this year, once

mum size of the board and d
that A and B holders each had equal rep-
resentation.

Bluebell partner Guiseppe Bivona
said he was confident about the vote.
“We think we have the support of some
of the largestshareholders,” he added.

Bluebell’s campaign became public in
July and since then executives at the
Swiss group, including Rupert, have
been holding calls with top sharehold-
ers. This marks achange in approach for
a company that usually restricts its
investor communication to its twice-
yearly earnings.

Richemont declined to comment.

NIC FILDES — KWINANA

Australia’s first battery-grade lithium
refinery, the largest outside China, has
opened talks with electric-vehicle mak-
ers as it seeks to meet surging demand
from global carmakers for the mineral.

Tianqgi Lithium Energy Australia,
jointly owned by Chinese group Tianqi
and Australia’s IGO, said it was aiming
o supply a number of global carmakers
with lithium hydroxide from its plant in
Kwinana, near Perth, Western Aus-
tralia. Lithium hydroxide is the refined
productused in EV batteries.

“Ithink it’s a matter of time,” said Raj
Surendran, chief operating officerof the
joint venture that owns the plant, about

fully owned therefinery and the mine.

But the indebted Chinese company
found itself on the brink of bankruptcy
two years ago when the lithium price
collapsed. It also became embroiled in a

ispt ithitsconstructi

IGO bought into the refinery and
Tiangi’s Australian hard-rock lithium
mine in 2020 in a $1.4bn deal for a 49
percentstake,

Peter Bradford, chief executive of
1GO, told the Diggers and Dealers con-
ference in Kalgoorlie, Western Aus-
tralia, this month that the refinery was
critical to his company’s push into the
booming lithium market.

“I'm confident that now we have the
recipe right, we can stop the focus on
quality and move the focus to quantity,”

supplying lithium hydroxide di y to
EV companiesratherthan exportingthe
rawmineraltoberefined in China.

He did not give further details of the
talks, but he said that the Kwinana
plant’s production could quadruple in
the comingyears.

Global lithium supply is expected to
triple in the next nine years, according
to investment bank Barrenjoey, but that
still will not be enough to match the
needsof the EV market.

Even though it is majority owned by a
Chinese company, TLEA is seen as
important to realising a push to access
supplies of refined minerals outside
China, which dominates the market.

Carmakers in Europe and Japan are

hesaid of therefinery’soutput.
Spodumene, a lithium ore, is refined
in Kwinana by heating it in rotary kilns
at 1,100C and using sulphuric acid to
separate other components — including
gypsum and sodium sulphate, which
is used for detergent — from the core

‘Now we have the recipe
right, we can stop the
focus on quality and move
the focus to quantity’

product. The white powder is then
packed into 450kg bags which, at cur-
rent prices, are worth A$28,000 each.
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High spirits
Pernod raises
payoutafter
strong sales

Bar none: French drinks group
Pernod Ricard says there are few
signs that consumers are choosing
cheaper products to cope with
record inflation — chistophe MorinBtoomberg

Pernod Ricard has raised its dividend
and promised a fresh share buyback
after annual profit rose by almost one-
fifth and sales exceeded €10bn for the
first time.

The family-controlled French spirits
group has benefited, like larger rival
Diageo, from people drinking more
premium spirits during the pandemic
and now also from their return to bars,
restaurants and travel.

Chief executive Alexandre Ricard
said that demand this summer had
been particularly strong with few signs
that consumers were picking cheaper
products to cope with record inflation.

“S0 far we have not seen trading
down yet in our portfolio, and brand
loyalty in spirits tends to be more
resilient than in other consumer
goods,” he said. “Most of our brands
cost about $30 per bottle, so it’s an
affordable treat.”

Pernod shares have fallen about 14
per cent this year, while Diageo’s are
down 7 per cent, as investors worry
about the potential for recession
triggered by the energy crisis as well
as the lingering effects of the pandemic
in China.

Even so, Ricard expressed confidence

Pernod Ricard’s operating profit
also beat ions to increase 19

that Pernod was well p d to cope
‘with challenging economic conditions.
“The global situation is volatile, but our
geographic diversity and agility should
allow us to keep growing,” he said.

In June, the group laid out midterm
sales growth targets of 4 to 7 per cent

annually, which would mark a
normalisation after the disruption of
the pandemic.
The maker of Jameson whiskey and
17 19
Growth In like - Rise In operating
for-like sales in profitona
‘the 12 months comparable basis
‘o June 20 ‘to reach €3bn

Absolut vodka reported like-for-like
sales growth of 17 per cent in the 12
months to June 20, and a fourth
quarter rise of 14 per cent.

About 6 per cent of the growth
came from price rises, including two
rounds of increases in the US, which
‘were needed to respond to spiralling
costs on everything from transport
to packaging.

per cent on a comparable basis to
reach €3bn.

The world’s second-biggest spirits
group said it would raise its
dividend by one-third to €4.12 per
share and buy back €500mn to
€750mn of its shares in the coming

year.

Ricard said the drought that hit
Europe this summer had not
harmed their production of grapes
in the regions of Champagne,
Cognac and southern France.
“Paradoxically the harvest will be
really good,” he said.

Simon Hales, an analyst at
Citigroup, said “encouraging results
and [the share] buyback” were
likely to be “enough to close [the]
valuation discount to Diageo”,
although he pointed out that there
was still “some risk of down trading
in spirits later this year”.

Diageo is valued at 22 times
forward price-to-earnings,
according to S&P Capital IQ data,
compared with 21.3 times for
Pernod Ricard. Leila Abboud in Paris

expected to be important customers of
therefine

Groups inclllding Ford, Tesla and
their Japanese rivals, are already signing
deals with other Western Australian
miners including BHP, Wesfarmers,
Liontown and Lynas to secure raw
materials such as nickel and lithium
thatare critical for EVs.

Hayden Bairstow, head of resources
research at Macquarie, said that
demand for lithium hydroxide was driv-
ing partnerships to transform Western
Australia into the centre of the industry
outsideChina.

“People are desperate toget hold of it
but alot of the knowledge is in China, so
joint ventures like Tiangi [and] IGO are
happening,” he said. “This is the firstbig
buildout of hydroxide capacity any-
where else on the planet. Itis still in its
infancy but within a decade, it will be a
substantial and important region for
everyone’s supply chain.”

TLEA said it had taken A$1bn
($687mn) of investment to produce
lithium that is pure enough for use in
batteries. Erik Laurent, general man-
ager of theplant, described it as refining
the equivalent of “a teaspoon of water
from a backyard swimmingpool”.

Tiangi started building the refinery
six years ago when Sino-Australian ten-
sions — which have become elevated

The refinery is fed by the Green-
bushes mine 250km south of Kwinana,
which exports spodumene to China.
The mine, which is jointly owned by
Tiangi, IGO and US company Albe-
marle, is set to almost double its output
t02.2mn tonnes by 2027.

Albemarle is planning to build a sepa-
rate refinery alongsidea local company,
Mineral Resources, that willalso be sup-
plied by Greenbushes.

Some worry about the political risk of
the TLEA refinery, given China-
Australia tensions. The Chinese influ-
ence is still apparent in Kwinana. Visi-
tors are greeted by two giant marble
Chinese lion statues at the door. The
Chineseambassador to Australia visited
theplantin June

But Surendran said that the business
operated independently of its majority
owner and has its own board. He said
that Tiangi has not been “heavy-
handed” in its approach to the Austral-
ia-based business.

Susan Zou, senior metals analyst with
Rystad Energy, said that the investment
in jobs and high value-added lithium
products was beneficial to the Austral-
ian market.

“These factors, as well as the existing
joint venture and collaboration with
local partners, help to mitigate any
political risks,” she said of the refinery.

Global demand for lithium is expected to

far outstrip supply

Committed mine production and projected primary demand*
(mn tonnes of lithium carbonate equivalent)

== Primary demand if
Paris Agreement

goals achieved

Primary demand under
current emission —1
reduction pledges

Bm Under construction

Operating projects**

2020 22

"2

* Primary demand is total demand net of recycled volume:
** Volumes include the expansion of existing mines

Source: IEA
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Arm sues Qualcomm for breach of contract

RICHARD WATERS — SAN FRANCISCO

UK-based chip design group Arm has
sued one of its most important custom-

hoped to use the acquisition to break
into the data centre market, selling its
OWN Server processors in competition
with chip ies such as Intel and

ers, Qual accusingth

of breach of contract and tradernark
infringement over its attempt to create
new chip designs that effectively take it
into direct competition with Arm tself.

The lawsuit, filed in federal district

Nvidia, as well as tech giants such as

Amazon that design their own chips.
The lawsuit, which seeks unspecified
damages, could also complicate an
important strategic partnership for
Qualmmm Cnsuanomnon the mobile
’s chief said this

court in on cen-
tres on Qualcomm’s rights to use chip
designs it acquired after buying chip
start-up Nuvia last year.

year that his company wanted to buy a
stake in Arm and create a consortium to
acqlure itin order to guarantee thatits

architecture licence, which allows other
companies to develop basic chipdesigns
based on Arm technology. Arm said
Qualcomm had failed in a similar effort
to design CPUs of its own under an
architecture licence, forcingit instead to
buy chip designs directly from Arm
under a different form of technology
licence.

By using the Nuvia designs without
Arm’s permission, Qualcomm was
effectively saving itself from having to
make purchases of chip designs directly
from Arm, the lawsuit alleged.

The $1.4bn purch: f the two-y:
old start-up has been seen as a critical
step in Qualcomm’s attempts to design
more efficient computer processors, or
CPUs, complementing its core strengths
inmobile communications.

Besides improving the performance
of its smartphone chips, Qualcomm has

Friday 2 September 2022

Qual said: “Arm has no right,

Temains widely

Qualoomm was reported to have been
one of the companies that objected to
Nvidia’s attempts to buy Arm from
Japan’s SoftBank. The dealwas ralled off
this year after

contractual or otherwise, to attempt to
interfere with Qualcomm’s or Nuvia’s
innovations. Arm’s complaint ignores
the fact thatQualcomm has broad, well-

Accordmg to the ].aws\.m: Nuvia's
designs were developed under an Arm

blished license rights covering its
custom-designed CPUs, and we are con-
fident those rights will be affirme

Technology

MicroStrategy chair accused of tax evasion

LYDIA TOMKIW — NEW YORK

Billionaire technology executive and
bitcoin enthusiast Michael Saylor has
been sued by the District of Columbia’s
attorney-general for allegedly evading
morethan $25mn in taxes.

The lawsuit against Saylor and Micro-
Strategy, the software company he
co-founded, alleges that he evaded in-
come taxes in Washington by preten-
ding to live in lower-tax jurisdictions,
either Florida or Virginia, despite living
inthe US capital for morethana decade.

saylor bragged about his plan to

“[The] company reported to the
Internal Revenue Service on form W-2s
for taxable years 2014 through 2021
that Defendant Saylor’s address was
that of his house in Florida rather than
his true place ofabode,” the suit alleges.

The attorney-general’s office said it
was seeking to recover unpaid income
taxes as well as penalties from Saylor
and MicroStrategy, which it said could
total more than $100mn.

saylor, who stepped down as chief
executive last month but still serves as
executive chair, hasbecome a major fig-
ure in the world of cryptocurrency and

according to the

The lawsuit, announced by DC attor-

ney-general Karl Racine, alleges that

MicroStrategy was aware that Saylor

lived in Washington for more than half

the year and conspired to help him
evadetaxes.

* FINANCIAL TIMES

regularly bout bitcoin.
Mlcroslrategy said the case was a
“personal tax matter” of Saylor’s and
that it did not “oversee his individual
tax responsibilities.” It added: “The Dis-
trict of Columbia’s claims against the
company are false and we will defend

aggressively against this over-reach.”

Saylor said he disagreed with the law-
suit and that helives inFlorida.

The lawsuit is the first being brought
under the district’s amended False
Claims Act, which encourages whistle-
blowers to report residents who evade
taxes by misrepresenting where they
live, Racine said. Under the updated
law, whistleblowers can collect up to 30
percentofany recovery.

People who maintain a residence in
DC for at least 183 days are required to
Ppay income taxes.

In a whistleblower lawsuit in April
2021, which was unsealed on Wednes-
day, Saylor was accused of failing to pay
income taxes from 2014-20. The attor-
ney-general said Saylor, whose net
worthisputat more than $1bn, has lived
in a waterfront penthouse in Washing-
ton'sGeorgetown sinceabout 2015.
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Pru has bet the ranch on a turbulent Asia

Insurer’s chosen ground is being jolted by geopolitical instability, an economic downturn and continuing virus curbs

TABBY KINDER — HONG KONG
IAN SMITH — LONDON

When Anil wadhwani takes over as
chief executive of Prudential next Feb-
ruary, the FTSE 100 group will beunrec-
ognisable from the British insurer that
hastraded from London for 174 years.

Having spent much of the last century
growing into a financial services con-
glomerate, in the past three years Pru-
dential has shed its European business,
spun off its US operations and slashed
its UK headquarters, relocating all its
senior management and operations to
HongKong.

Its listing on the London Stock
Exchange and UK domicile are the only
remnants of its UK business. Now the
£24bn life insurer is gambling the farm
on mainland China, Hong Kong and
south-east Asia, plus a small but grow-
ingbeton Africa.

“They’re chasing after the shiny
thing,” said Richard Harris, chiefexecu-
tive of Port Shelter Investment Manage-
ment, an Asia investor. “Certain mar-
gins were better. But that can be a short-
termimpact.”

The culmination of Prudential’s more
than decade-long Asia pivot silenced
years of criticism, including from activ-
ist shareholder Third Point, that its
business model had become too compli-
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Kong, trading of its shares has been very
thin there, averaging 1 per cent of its
daily turnover. The bulk of the trading is
inLondon.

The group is hoping to turn a corner
when it is included in the Hang Seng
from September, meaningitcan be con-
sidered for inclusion in the Shenzhen-
Hong Kong stock connect scheme and
mainland investors would be able to
trade itsshares for the first time.

This, after a $2.4bn equity capital
raise late last year, is intended to boost
Prudential’s visibility and liquidity with
Asian investors, whom its executives
have courted in meetings in Hong Kong
last month. Prudential has expanded its
analyst coverage in Asia from two to
seven banksthis year.

But straddling the UK and China is
complex. HSBC, which has also shifted
focus from its UK base to prioritise Asia,
has had to walk a geopolitical tightrope,
while its large Hong Kong and Chinese
investor base has pressed ittosplitoffits
Asianoperations.

Like HSBC’s investment bank joint
venture in China, Prudential’s CPL busi-
ness has a party committee in its ranks,
alegalrequirement. Asa western organ-
isation partnering with a state-owned
Chinese bank, there has been some
investor scrutiny in the past, according
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cated and its share price had suffered
because the value of its Asia businesses
were being diluted by lower margins
and slower growth in the US and
Europe.

But it comes at a difficult time for the
region, with an economic downturn,
geopolitical instability and ongoing pan-
demic restrictions in Hong Kong and
mainland China all weighing on pros-
pects for Prudential’s core markets.

That also makesitadifficult time fora
long transition to a new leadership.
Industrywatchers were surprised thata
new chief executive had not been lined
up when former boss Mike Wells
announced in February that he would
retireafter seven yearsin therole.

When Wadhwani’s appointment was
unveiled in May, analysts at Jefferies
expressed disappointment at the long
transition period. That was com-
pounded by the departure of Pruden-
tial’s Asia and Africa chief executive Nic
Nicandrou, who had been the internal
frontrunner for the job, with the broker
warning that the gaps at the top could
“impair . . . institutional memory™

A former Prudential executive said:
“The optics aren’t great, with so many
senior departures. You'd want it to be
smoother.” They were “sur-
prised . . . that it took quite some time”
to find a replacement. The final
announcement of the appointment, the
day before the insurer’s annual share-
holder meeting, seemed “rushed”.

A person familiar with Prudential’s
view said the search had been held up
because of the need for Wells to com-
plete the strategic changes, as well as the
board’s desire to meet candidates face to
face, which had been complicated by
the pandemic.

The risks of its strategy became clear
in August, when Prudential announced
its results for its first six months as an
entirely Asia and Africa-focused busi-
ness. In Hong Kong, its largest market
and responsible for a quarter of operat-
ing profit before the pandemic, new

Journey from

the west:

Prudential, to be

led by Anil
Wadhwani,
below, from
February,
believes the

risks are more

than worth it for

the chance to

seize a larger
share of an

underserved

market
Sipa US/Alamy
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business profits fell almost athird. The
closed border with the mainland has
prevented Prudential’s army of agents
from selling insurance products to Chi-
nese people travelling to Hong Kong, a
line worth profits of $694mn in 2019
beforethepandemic.

‘Tensions over Taiwan are arisk in its
fastest-growing market, while virus
curbs in Indonesia have hit the source of
about 10 per cent of operating profits.

“As a pure-play Asia business, Pru-
dential is a lot cleaner story than it has
been historically,” said Andrew Baker,
an equity analyst at Citi in London.
“Unfortunately for them . . . this is the
most difficult macro environment
they've faced in along time in Asia.”

‘Wadhwani, who has worked in Hong
Kong for five years, will have to set out
his planforrescuing Prudential’s shares,
which havelost more than 30 per cent of
their value since the insurer began its
transformation in2019.

Rival AIA, an Asia-focused insurer
that spun out of AIG and listed in Hong
Kong in 2010, is dealing with the same
regional headwinds but has a market
capitalisation of HK$898bn ($114bn)
compared with Prudential’s £24bn
($28bn).

‘Until Wadhwani sets out his agenda,
investors face uncertainty about what
Prudential will do to try to close the gap.
He will run the group with a new man-
agement team, after a layer of regional
executives were cleared out in the
restructuring. Because he does not
speak Mandarin, he will rely heavily on
senior executive Lilian Ng, who has
responsibility for mainland China,
HongKongand Taiwan.

“We are in all the marlkets we want to
be in,” said Mark FitzPatrick, Pruden-
tial’s interim chief executive and an ex-
Deloitte consultant who stepped up
from his role as chief financial officer in
February. “We are not drifting, we are
driving the business forward.”

Prudential’s Asia pivot was “emo-
tional” as well as physical, according to
FitzPatrick, who opted out of taking on
the permanent chief executive role.

Prudential first signalled plans to
focus on Asia under former chiefexecu-
tive Tidjane Thiam. In 2010, it listed its
shares in Hong Kong and Singapore to
help fund a $35bn attempt to take over
AIA. The bid failed, but Thiam went on
tooversee rapid growth in the region.

Central to that strategy was expand-
ing Prudential’s life insurance venture
with Chinese state-owned bank Citic,
which launched in 2000, and has bene-
fited from a vastly underserved insur-
ance market and rising household
incomes. China generates about 7 per

r

|

financial services groups invest in
China’s market. ATA, Allianz and Axa
have all established wholly owned
insurance companies in China.

The other question for Prudential is
whether a quintessential London-listed
stock will sever ties with the UK com-
pletely. Its large UK investor base and
low liquidity in Hong Kong mean drop-
ping its premium London listingis nota
foregone conclusion.

“We want investors to buy and hold
our shares on the Hong Kong line,” said
FitzPatrick, though he did not want to
“say goodbye” to Prudential’s UK inves-
torbase.

Since the business listed in Hong

to FitzPatrick. But unlike HSEC, Pru-
dential has beenregulated only in Hong
Kong since its UK business was spun off
into M&G in 2019, providing it some
shelter from geopolitical pressures.

For Prudential, the risks of its strategy
aremore than worth the opportunity to
win a larger share of Asia’s underserved
market. But with six months until its
new chief executive takes over and no
certainty on when the border between
Hong Kong and the mainland will reo-
pen, the catalyst for its stock has been
justaround the cornerfor awhile.

Some think, as a result of these short-
term challenges, Prudential is underval-
ued in London.

“I kind of expect it to be [taken
over] . .. T'm surprised it hasn’t been,”
said the former Prudential executive.

merw — 2 — ——u
“This i centof Prudential’s profits. Yet Pruden-
2HE tial faces roadblocks to growth in the
the most mainland. It owns a 50 per cent stake in
= the company and has laid out plans to
difficult increase that since Beijing lifted owner-
macro ship restrictions on foreign financial
ironm services businesses in 2020. But it does
EnVlE.O e not have the capital to do so, nora will-
they've faced  ingseller.
- “we’d both like to own a greater
H,j a l?ng share,” FitzPatrick said.
time Citic Prudential Life is expanding —
A ke gross premiums have grown almost
C ::: A'H‘I:h \: Xty fourfold to $2.4bn since 2016 — but the
domestic market is increasingly com-
petitive and its share is tiny, at about 1
per cent. It could lose ground as foreign
‘We are in
all the
markets we
want to be
in. We are
notdrifting’
Mark
FitzPatrick,
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Campbell Soup boosted by ‘elevated demand’

LYDIA TOMKIW — NEW YORK

«campbell Soup raised its guidance for
the fiscal year and reported increased
sales as consumers continued to buy
soup and pasta sauce despite inflation-
ary pressures.

The group set its net sales guidance for
fiscal year 2023 at a range of 4 to 6 per
cent, saying it expected “elevated con-
sumer demand” for its products. .

Thatworks out as better sales growth
than the1 per cent it reported for fiscal
2022 and potentially better adjusted
earnings growth than the flat result it
achieved in the past year.

“Productivity improvementsand cost
savings initiatives will continue to play
an important role in mitigating infla-
tion, which is expected to remain ele-
vated,” the company said.

Campbell Soupreported thatnetsales
rose 6 per cent to $1.98bn in the quarter
ending July 31, in line with analysts’
expectations, according to Refinitiv.

Volumewas down in its meal and bev-
erages and snack division, partially off-
setbyinflation-driven pricing and sales.

Campbell Soup reported net income
of $96mn for the quarter, down from
$288mn a year earlier. That was below
analysts’ expectations of $168.91mn.

Packaged food companies have raised
prices but continued to see consumer
demand. Hormel Foods, whose brands
include Spam luncheon meat and
Planters peanuts, also reported yester-
day that its net sales were up 6 per cent
to $3bn.

Hormel increased its net sales guid-
ance for the yearto a range of $12.2bn to
$12.8bn, up from the previous guidance
of $11.7bn to $12.5bn.

But concerns about cost inflation for
logistics and raw materials caused the
company to lower its earnings guidance
t0 $1.78 to $1.85 a share from the previ-
ouslevel of $1.87 to $1.97.
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Sterling hit by worst monthly
drop since Brexit vote fallout

Narasimhan
to step down
from top job
atReckitt

JUDITH EVANS AND MARK WEMBRIDGE
LONDON

Laxman Narasimhan will step down as.
chief executive of Reckitt Benckiser at
the end of September, the company
announced yesterday, in a surprise
departure after three years leading the
consumer-goods group.

The UK-based maker of Dettol
disinfectant and Durex condoms said
Narasimhan had decided to move to the
Us “for personal and family reasons”
and to pursue “an opportunity that
enables him to live there”.

sShares in the company dropped 5.2
per cent to £63.04 on the news by

209011946438&uq=20220804103507
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UK assets slide in August on

jitters over outlook for the

| Pound notches up worst month against dollar since 2016

% change

UK bond market hit with heavier August selling

than regional peers

economy and political change

CHRIS FLOOD AND NIKOU ASGARI

Sterling has recorded its steepest
monthly decline againstthe dollar since
the wake of the Brexit referendum
against a backdrop of intensifying
economicand political uncertainty.

The pound fell 4.5 per cent in August
to $1.16 in the biggest monthly drop
since October 2016.

It also declined by almost 3 per cent.
against the euro. It started September
with a further 0.8 per cent fall against
the dollar, although it gained about 0.3
per centagainst the common currency.

The currency’s August tumble reflects
the deteriorating outlook for Britain’s
economy as the energy crisis deals
a powerful blow to businesses and
consumers.

The new prime minister, set to be
named next week, could bring further
uncertainty as they set new fiscal
priorities.

“cyclical crosswinds are likely to
intensify for the pound into the autumn
asthe UK economy navigates new fiscal
initiatives against still-rising energy
costs and consumer price index,”
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lus of this nature could make it more
difficult for the BoE to battle the worst
bout of inflation in more than 40 years.

Philip Shaw, chief economist at
Investec in London, said that sterling’s
rapid fall was “very worrying” because
it underlined concerns that, if
Truss were named prime minister, her
government’s policies would diverge
from the BoE.

UK debt markets also sold off in
August, with a broad Bloomberg index
tracking government and corporate
debt falling more than 6 per cent —
much worse than regional peers
including Germany and France.

The selling sent 10-year government.

the UK’s mix of fiscal and monetary
‘was appropriate and how it would
affect inflation. “Pricing pressures are
becoming persistent and broader.
But what kind of signal is the UK
governmentsending about inflation?”

Saravelos added that the BoE had not
been as aggressive or effective in its
communications about inflation risks as
either the US Federal Reserve or the
European Central Bank.

saravelos said the reaction of
currency markets to aggressive fiscal
promises that were unfunded or a
broad-based VAT tax cut were likely to
be less favourable than help on energy
bills targeted at the relevant income

JPMorgan analysts saidlast month. borrowing costs in the gilt market groups.

Liz Truss, frontrunner to win the  soaring more than 0.9 percentage points The pound was also pulled lower by a
Conservative party leadership contest, inthebi risesi least 1989, broad rise in the US dollar last month as
has vowed to offer £30bn in tax cuts In equities, the FTSE 250 index of  traders bet that the Fed will pursue a
as part of a plan to buttress the UK di ized UK-listed i strategy of aggr rate increases in
economy against the worsening costof ~ which are considered more sensitiveto  the coming months.

living crisis.

Economists say a loosening of fiscal
policy could alleviate the recession that
is forecast by the Bank of England and
many City economists to beginlater this
year.

But some analysts have said a stimu-

the domestic economic outlook than
those listed on the more internationally
focused FTSE 100, fell 5.5 per cent in
August.

George Saravelos, global head of EX.
research at Deutsche Bank, said
investors were right to question whether

But the pound’s fall in August was
still more severe than any of the G10
currencies besides Sweden’s krona.

There are tentative signs that
pressure on the currency could be
easing. Speculators, including funds
that trade currency derivatives, have

cut their bearish bets against sterling in
Tecent weeks.

The group now holds a net short
futures position of 27,966 contracts,
compared with a recent high of 80,37
in late May, according to Commodity
Futures Trading Commission data
compiled by Bloomberg.

“Leveraged funds are not aggressively
short against [sterling],” said Stephen
Gallo, European head of FX strategy at
BMO Capital Markets. “Other fund
managers — asset allocators — are
reducing their sterling hedges,
which suggests they are trimming their
exposure to UK assets But it is unclear if
these recent moves are being driven by
short-term portfolio flows or by shiftsin
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‘Cyclical longer term foreign direct investment
) flows.”
crosswinds Large international investors cut
q their exposure to the UK stock market
are hkdy in July with a net 15 per cent of
tointensify  global fund managers reporting an
“underweight” UK equity position, a
for the fall of 11 percentage points compared
pound with the previous month’s position,
o according to Bank of America, which
into the, canvassed the views of 250 respondents
autumn with combined assets of $752bn.

yesteraay s ciose.

Nicandro Durante, the senior
independent director who was
previously chief executive of British
American Tobacco, will take over
temporarily while the company seeks a
permanentreplacement.

The unexpected announcement fol-
lows three years in which Narasimhan
pursued a turnround following a
series of missteps and lacklustre growth
that marked the final years of his
predecessor, Rakesh Kapoor.

Martin Deboo, an analyst at Jefferies,
said: “Narasimhan has attracted a
dedicated following for his turnround
and investmentplan, and we expect the
announcement of his departure tobe a

‘We expect the
announcement tobe a
cause for concern amongst
holders of Reckitt’

cause for concern amongst holders of
Reckitt.”

Tineke Frikkee, fund manager at
Waverton Investment Management,
which has a small holding in Reckitt,
said: “Whilst it is understandable that
for family reasons he is moving back
to the US, it is surprising that it is
immediate, rather than serving his
noticeperiod.”

Frikkee added: “The Reckitt strategy
appeared sensible and margin fears
had receded. These will now raise their
head again, untilitis clear what the new

strategyis.”

The board will consider both internal
and external candidates in its search for
a new chief executive, said people
briefed on thesituation.

Reckitt said Narasimhan, a former
PepsiCo executive and consultant at
McKinsey, had “led a successful rejuve-
nation of the company’s strategy, execu-
tionand foundational capabilities”.

Narasimhan has restructured the
Slough-based group since taking over,
selling off underperforming businesses
such as its Chinese infant nutrition
arm, which had suffered problems since
Kapoor's ill-fated $18bn acquisition of
baby milk group Mead Johnson.

He has also wrestled with supply
chain challenges since the start of
Covid-19butavoided problems suchasa
failed Scholl foot product launch, a
cyber attack and manufacturing
mishaps that affected his predecessor.
SeeLex

Commodities

Oil industry condemns first US fee on greenhouse gases amid energy crisis

MYLES MCCORMICK — NEW YORK

The landmark climate law signed by
President Joe Biden last month
contains billions of dollars of financial
carrots to reward investment in clean
energy. The lone stick has been less
heralded:a first-of-its kind fee on leaks
of methanefromthe oil and gas sector.

Methane traps 80 times more heat in
the atmosphere than carbon dioxide
overa20-year period, makingita driver
of climate change. In the US, the energy
sector is the single largest source of
methane emissions.

The fee established by the Inflation
Reduction Act marks the US’s first
nationwide price on a greenhouse gasas
efforts to tax CO; fizzle. Oil lobbies were
quick to condemn it.

“Fundamentally, we don’t think
the government should raise taxes,
particularly in the middle of a reces-
sion,” said Frank Macchiarola, senior
vice-president at the American Petro-
leum Institute. “And in the middle of a
global energy crisis.”

Beginning in 2024, the law imposes a
charge of $900 a tonne of methane
emitted by oil and gas companies from
wells, pipelines, liquefied natural gas
terminals and other facilities.

Friday 2 September 2022

Aftertwo years the fee rises to $1,500
atonne. The fee has the potentialto cut
total US methane pollution by nearly a
fifth at the end of the decade as
compared with 2020 levels, according
to a University of Maryland study
released thisweek.

The US under the Biden administra-
tion has committed to a 30 per cent
reduction by 2030.

“Having this sort of Congressional law
isthegoldstandard for emissionsreduc-
tion,” said Nathan Hultman, director of
the University of Maryland’s Center
for Global Sustainability and a former
policy adviser in the Biden administra-
tion.and that of Barack Obama.

The Congressional Budget Office
estimates that the fees will bring in
revenues of more than $6bn by the end
of the decade. Yet the breadth of the
fee programme falls short of many
environmentalists’ goals.

Exemptions were carved out during
months of negotiations between Sena-
tor Joe Manchin, the conservative Dem-
ocrat from West Virginia, which is a big

‘ The energy sector is the biggest contributor to US

emissions
% of total
10

Energy
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Land-use change
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Total Is c. 28,000 fonnes
- University of

h. ‘

industry to do more. Lawmakers

20 30 40

Protection Agency

lent 0f25,000 tonnes of ayear — will be
exempted from the fee. That could
exclude as much as 60 per cent of indus-
try emissions, according to a report by
the Congressional Research Service.
Another clause exempts operators
thatared d to alreadybe ipli

source of greenhouse gas emissions 80
times more potent than CO,,” he said.
“He wanted to make sure thatwe didn’t

listened in crafting a bill that is
not duplicative of current or potential
future regulations but could lead to
meaningful methane emissions reduc-
tions not covered by current laws”.

However, Lee Fuller at the Independ-
ent Petroleum Association of America,
which represents big and small oil and
gas producers, said the administration
was going after them while turning a
blind eye to emissions from agriculture,
another significant source of methane.

“This is really just targeting our
industry for purposes of targeting our
industry — as a way to try to further
argue that oil and natural gas is a bad
product,” he said.

The smallest producers cautiously

putoutof business those who
are interested in doing the right thing —
committed to doing right — and we
came to thi ise.”

ance with parallel regulations that are
pending from the Environmental Pro-
tection Agency. The bill also grants
emitters more than $1.5bn to help clean

hydrocarbon producer; and Del. ¥
Tom Carper, chair of the Senate Envi-
ronmentand Public Works committee.
The smallest producers — those esti-
mated to emitless than the CO, equiva-

up, effectively laggards.
“Joe Manchin and I are practical
politicians,” Carper told the Financial
Times. “I wanted to make sure at the
end of the day that we addressed a

Analysts said the fee’s cost to produc-
ers would be limited. A study by S&P
Global Commodities found it would add
about 50 cents to the $45-a-barrel oil
price that many US producers need to
break even.

Shell, the UK-based oil major with
assets in the US, said it supported the
fee approach “because it incentivises

* FINANCIAL TIMES

1 d the exemption for emissions
‘below 25,000 tonnes CO; equivalentbut
fretted over alack of detail as tohow the
cut-offwould be defined and calculated.

“we understood clearly from Senator
Manchin that he made it clear that he
wanted the smaller producers to be
exempt,” said Nick Powell, chief
executive of Kansas-based Colt Energy
and head of the National Stripper Well
Association. “So the question gets to
be . .. what do we have to do to prove
that we'reexempt?”

The amount of emissions will also
depend on how the EPA interprets the
law and how the fee meshes with other
regulations.

Hultman estimated that methane
leaks could decline in a range of 6 per
cent to 19 per cent by the end of the dec-
adeasa result ofthe legislation.

Environmentalists said the fee drew a
line under years of regulatory chop and
change as different presidential admin-
istrations imposed and then tore up
methane rules.

Rules brought in under Obama were
torn up by Donald Trump before being
reinstated.

A recent Supreme Court ruling
curbing the ability of the EPA to limit
carbon emissions from power plants
also underlined the vulnerability of
regulationsto judicial review.

“It ultimately does no good for
society or for business to have policies
that radically yin and yang back and
forth,” said Mark Brownstein, senior
vice-president of emergy at the
Environmental Defense Fund.

“If there was any doubt in the mind of
folks in industry, if there was any doubt
in the mind of jurists down the line, itis
clear now Congress has spoken,” he
added.
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® Global stocks extend falls Into new
month over darkening outlook

» Semiconductor stocks hit affer US
blocks Nvidia from China sales

® Treasuries under pressure from strong
weekly Jobless claims data

Global stocks dropped and the dollar

‘ Yen sinks to weakest level since 1998 ‘
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nvestors are desperate for signals
aboutany “pivot” by the US Federal
Reserve. It may be that American
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emerge. New home sales of 511,000 in
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to previous recessions. Also, consumer
confidence about their financial posi-
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leaving It on track to close down for a
fifth day In what would be its longest
losing streak since mid-July.

The latest bout of equity selling
highlights how many Investors are
worrled that surging energy prices will
welgh on consumers and businesses.
worldwide, Just as central banks are
ralsing borrowing costs In an attempt to
damp down blistering inflation.

A Jolt of geopolitical angst also
welghed on markets. The tech-heavy
Nasdag Composite dropped 2 per cent
with Nvidia sliding after US officials told
the chipmaker to stop selling fo Chinese
companies two of Ifs chips designed for
artificial infelligence work. Other
semiconductor groups also tumbled.

Across the Atlantic, the Stoxx Europe
600 Index retreated 1.8 per cent.

Traders darted Info the dollar, seen as a
shelter during times of market tumult,
sending a measure of the US currency
agalnst haif a dozen peers rallying as
much as 1 per cent fo a new 20-year high.

Other currencles slumped agains the
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Over the last century, housing has
helped define the swings in the
economic cycle, being a key driver
of investment, employment and
consumption (especially white goods).
As one recent research paper put it:
“Housingls the Business Cycle.”

dollar with the pound falling as much as1
per cent o $115, the euro falling up to 14
per cent to $0.991 and Japan's yen losing
as much as 08 per cent fo fouch ¥140 for
the first time since 1998.

Concerns over global growth flared up
after Chinese authorities yesterday
moved fo lock down the south-western
megacity of Chengdu.

A survey of manufacturers in China
also came In worse than expected with
the Caixin manufacturing purchasing
managers' index registering a reading of
495 for August, down from 50.4 in July
and below expectations of 50.2.

Oll, which Is sensitive to expectations
for global growth, extended a recent fall.
Brent, the global benchmark, slipped 3.3
per cent fo $92.52 a barrel, down froma
high of more than $105 on Tuesday.

US government bonds came under
selling pressure following strong weekly
Jobless claims data.

The yleld on the 10-year Treasury note
.added 13 basls points to 3.27 per cent
‘while the yield on the two-year note,
‘which closely tracks inferest rate
expectations, added as much as 10bp fo
3.55 per cent, hitting a new 15-year high.
Harrlet Clarfelt

Markets update

Easy and fiscal policy, post-
pandemic, has helped fuel 20 per cent
US house price inflation, the fastest seen
since December 1946.

Three-year house price inflation of 46
per cent in nominal terms and 28 per
centinreal terms has been matched by
only the bubbles of the early 1980s and
mid-2000sin the past 70 years.

However, these “good times” for US
housing look to be ending as property
faces a perfect storm of rising financing
costs, squeezed demand and increased
supply.

Investors often focus on mortgage
rates and refinancing activity as key
drivers of housing demand but trends in
realincome tended to play abiggerrole.

These are being squeezed by the rise
in CPI inflation. The US house price to
income ratio is now at a postwar high of
4.8x and, with financing costs rising,

Asia), Friday, September 2, 2022

fallen faster this year than at any time

:heglu inancial crisis.
that the bulk ofthis wealthis owned by a

other than the startofthe:

The importance for the real economy
is that new home sales lead housing
starts. If starts slow by 600,000 in the
next 12 months to below 1mn as our
models suggest, this could cutabout 1.5
percentfrom US grossdomesticproduct.

slower new home sales pushed the
inventory/sales ratio up to 10.9 months
of supply in July. These inventories

US housing faces a perfect
storm of rising financing
costs, squeezed demand
and increased supply

typically lead unemployment, signal-
ling that the unemployment rate could
e more than 5 per cent in 18 months’
time — definitely not the “soft landing”
hoped for by many investors.

‘We hear two main counters to this
narrative: first, low existing-home
inventories constrain current supply
and, second, healthy consumer balance
sheetslimitany demand risk.

minority of higheri

The investment consequences of
housing downturns are many. Equities
suffer as new home inventories rise, the
economy slows, unemployment rises
and profits go down. Housing-related
equitiesand commodities struggle.

But the key market risks from this
housing cycle are likely to lie with those
non-bank mortgage lenders central to
funding the post-crisishousing boom.

However, these risks multiply if the
slowdown in house prices spreads into
commercial real estate — as it has
tended to in the past 70 years — poten-
tially posing broader risks to US finan-
cialsand “alternative” assets.

In conclusion, US housing is central to
both the real economy and financial
markets, making it potentially critical
to the timing of any Fed pivot, perhaps
more so than either inflation or
unemployment.

Historically, US rate cycles typically
only turn as the Fed is forced into easing
by financial erisis. It is unlikely that this
timewillbe different.

Given the importance of housing for
the US economy and markets, perhaps
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Wall Street

Chiprnaker Nvidia fell sharply after
disclosing In a filing that the US
government had asked It to stop selling
two kinds of chips — used for artificial
intelligence work — to China and Russia.

The group said the restrictions were
likely to affect Ifs results, having issued
guidance for Its third fiscal quarter that
forecast “around $400mn In potential
sales to China", It sald.

News of the curbs ricocheted across
the semiconductor sector, sending AMD,
Intel, Qualcomm and Broadcom all lower.

A cut to its outlook weighed on Hormel
Foods, which includes Spam among Ifs
roster of brands.

A diluted earnings forecast of 40 cents
per share was In line with the consensus
for Its fiscal third quarter but, for the full
year, It forecast EPS of between $1.78 and
.85, lower than Is previous range of
$187 10 $197.

Jim Snee, chief executive, said the
revision was down fo higher prices
“primarily related logistics

@

Europe

Poland's InPost, the automatic parcel
machines group, rallied after delivering
better than expected results.

‘Core profits jumped 41 per cent year on
year fo 51imn zlotys (5109mn) in the
second quarter, which was 18 per cent
ahead of consensus, noted Jefferies.

Rafaf Brzoska, chief executive, added
that InPost “accelerated market share
gains In all our core markets” during the
period.

The Oslo-listed shares of offshore
drilling contractor Seadrill rallied on news
that It was selling seven jack-ups, a type
of platform with moveable legs.

Subsidiaries of ADES Arabla Holding
signed a binding share purchase
agreement to acquire the rigs for about
$100mn each, which was significantly
higher than the $75mn estimate from
Fearnley Securities.

Simon Johnson, chief executive, sald
the sale was *“fransformative” as it
aystallised “the valuation of these rigs at

and raw material Inputs”, afthough he
viewed these pressures “as fransient”.

Another guidance cut pushed Signet
Jewelers lower.

The diamond retaller said It expected
diluted EPS to |land between $1098 fo
&11.57 for its fiscal 2023 year, down from
the $12.72 to $13.47 range sfated in June.
Ray Douglas

(5}

higher level than currently
Implied in Seadrill's share price”.

Germany’s Zalando retreated following
areport that It might have to contend
with a new rival.

The online fashion retaller was set fo
face fresh competition from Alibaba's
ecommerce company Lazada, which was
preparing fo enter Europe, according fo
Bloomberg. Ray Douglas

London

Textlle rental company Johnson Service

‘Group fall after warning of “some margin
pressure In the short term, particularly in
respect of energy costs”.

The news overshadowed a return fo
profitability in the first half of this year
with Johnson posting a pre-fax profit of
£51mn against a loss of £139mn a year
earller.

Reckitt Benckiser, the consumer goods
group, sank on announcing that Its chief
executive would be stepping down at the
end of this month.

Laxman Narasimhan was departing
“for personal and famlly reasons to
relocate back fo the US” where he was
pursuing a new opporfunity, said the
group.

The share price reaction did not
surprise Jefferies, which sald Narasimhan
had “attracted a dedicated following for
his turnround and investment plan”
«during his three-year fenure.

Cake Boxrallied on news that its chief
‘executive had bought shares in the
franchise refaller, which tumbled 30 per
<ent on Wednesday affer Issulng a profit
warning.

Sukh Chamdal purchased 225,000
shares at 121.85p each, taking his holding
‘o more than 10mn, which equated to a
25 per cent stake in the company that
specialises In egg-free cakes.

Ray Douglas
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if cutting your

budget was
a good idea

Brands can help in a cost of living crisis by cutting their
marketing budgets. Wrong. We have more than 40 years
of evidence that a short-term reaction is never as effective
as long-term investment. For brands or the economy as

a whole. Find out more at #EffWorks
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ARTS

Bedazzled by a genie's kaleidoscopic visions

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

ith petrol fumes fading

in the background,

Mad Max director

George Miller parks

the hot rods and takes
us on an old-fashioned magic carpet
ride in Three Thousand Years of Long-
ing. Having premiered earlier this year
at the Cannes Film Festival, it’s a
visually opulent bedazzler that wears
its fantasy elements lightly and with
playful humour.

Tilda Swinton is Alithea, a prim
northern Englishacademic who lives for
ancient stories until those stories start
to invade her daily life during a visit to
Istanbul. The first otherworldly sight
comes when, aftera chance purchase in
the Grand Bazaar, she returns to her
hotel room and is confronted with the
grand bizarre: a colossal genie, ordjinn,
with problems of his own. Alithea lends
a sympathetic ear — stories are her
bread and butter, after all — but no
amount of book learning can prepare
you for this.

The first sight of Idris Elba’s oversized
apparition, especially his screen-filling
foot, can’t help but stir Technicolor
memories of The Thiefof Bagdad, though
he quickly warns Alithea (and us) not to
believe everything she’s hexrd about hm

Three Thousand Years of Longing
George Miller
Itk

The Forgiven
John Michael

kind. The djinn’s mill
tales of woe and wonder form the core of
the film, Elba’s rumbling tones casting
their own spell, even if his near-eastern
accentwobbles occasionally.

We meet the magnificent Sllle].man,
the ive Sheba and a hippi

Fdokdd

The Territory
Alex Pritz
Fkok s

looking King Solomon whose suppos-
edly seductive tunes sound like some-
thing out of a bath salts commercml
Each story is the cue for a kaleid

It Snows In Benidorm
Isabel Colxet
Hededrirde

does inmany a fantasy epic, but helping
to level the grandiosity are Swinton’s
down-to-earth interjections and self-
effacing northern humour. Often the
‘tone is more Shirley Valentine than Sche-
herazade, one of Alithea’s wishes a sim-
plesipoftea.

This too informs the emotional heart
of the film: our heroine shrugs that her
own life is “not much of a story” while
the djinn chides her for an “absence of
desire”. For all her love of fairytale,
Alithea is wary of wishful thinking and
emotionally a little stunted. Having
unmrked Lhe djinn, she may learn to let

ithin herself too.

wave of fantasia from Miller, the djmn
transformingin a glittery CGI swirl that
resembles liquid Murano glass.

This kind of thing could easily
become exhaustingly overblown, as it

1f the magic fizzles somewhat on the
pair’s return to London — and what trip
isn’t brought down to earth by the sight
of Heathrow? — the film’s earlier exotic
images lingerlike postcards in the mind.

1IN LIVE
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Perhaps all Alithea needed was a break
from the suffocating claustrophobia of
modern city life; perhaps we all do. If so,
the intoxicating Three Thousand Years of
Longing is the perfect tonic — and that’s
notjust the djinntalking. RA

InUK and UScinemasnow

Few actors alive could match the
expressiveness Ralph Fiennes injects
into the c-word. It’s the silky insouci-
ance with which he drops it into sen-
tences, sometimes saving it for the last
word so that the final plosive “t” flashes
like a tiny dagger. In his latest film,
The Forgiven, his character deploysitin
asour aside, savouring the flinch of dis-
gust it prompts from his American wife,
played by Jessica Chastain. The interac-
tion tells us somuch about the terms of
engagement between this couple, David
and Jo Henninger, a pair of London-
based elitists locked in an endless mari-
talwar oftit-for-tat.

The two have come to Morocco —
quite cross at the invitati

places, with corners of the panorama
ot entirely filled in, simultaneously too
muchand never enough.

But the film’s little duets and ensem-
ble scenes are often magnificent, with
McDonagh's trademark comic timing,
and his cast perform them perfectly.
Theresa leitmotifwherein major-domo
Hamid (Mourad Zaoui) keeps deliver-
ing gnomic “sayings” about camels,
couscous and good fortune to which
everyone reacts with solemn respect
until a colleague finally looks at him,
laughs, and says in Arabic: “You should
have a Twitter account.” As with the
way Fiennes curses, the comedy is all
abouttimingand pronunciation. LF
In UK cinemasnow

Set in the Amazon basin, Alex Pritz’s
documentary The Territory, about the
conflict between the indigenous Uru-
Eu-Wau-Wau tribe and poor Brazilian
farmers tryingto settle the ]and is we].l
made but profc

are holding on to with their very lives.
Echoing recent news headlines, the
film captures the aftermath of the kill-
ing of one young tribesman who was try-
ing to stop settlers invading his land.
Bitate, ayoung man about the same age,
has been chosen to lead his people, but
he must alsolearn diplomatic skills. He
takes advice from Brazilian environ-
mental campaigner Neidinha Bandeira,
whose own family has been put in dan-
ger by her activism. It’s to the film’s
credit that we also learn something
about the farmers’ point of view, which
they also see as a struggle for survival
but ona more personal, less globalscale.
Katya Mihailova’s tinkling, eerie score
offers some balm as the message of
despairsinks in. LF
InUK and US cinemasnow

Part noirish story about corruption and
amissingperson, part romantic comedy
about abuttoned-up Britwho discovers
a sensual side in a southern clime,
It Snows in Benidorm is a whole paella
of cliché and messy storytelling. A
prawn in the paella is Timothy Spall,
one of the film's few redeeming features.
He stars as Peter, a gentle soul from
Manchester who suddenly gets laid off
by the bank where he works.

He flies to Benidorm to stay with his
brother Daniel whom he hasn’t seen for
years, but Daniel fails to meet him at the
airport. Turns out Daniel isn’t the guy
Peter remembered. He has all sorts of
side hustles on the go, including owning
aburlesque club, a finger in land swin-
dles by local gangsters, and a murky
relationship with his club’s manager
Alex (Sarita Choudhury).

As some of the mysteries are solved,
Spanish writer-director Isabel Coixet
keeps adding new ones: what is the
point of all the references to Sylvia
Plath for example and whats with all
(Peteris

but still dressed to the nines — for a
louche andlavish party being thrown by
their old friend Richard (Matt Smith)
and his partner Dally (Caleb Landry
Jones). Richard and Dally are another
quarrelsome couple who have restored
acastle in the Sahara, creating a sort of
boutique brothelof earthly delights.

On the way a drunken David, dis-
tracted by his never-ending argument
with Jo, accidentally drives over and
kills Driss (Omar Ghazaoui), a young
local man who was planning either to
sell David a fossil, to rob him, or both.
Driss becoming “road kill”, as David
calls him at one point, rather puts a
damper on the weekend, especially
when Driss’s father Abdellah (1smael
Kanater) arrivesand insists David must
accompany him back to his home for
thefuneral.

Adapting an acclaimed novel by Law-
rence Osborne, writer-director John
Michael McDonagh has crafted a com-
plex tale of crime, punishment and
guilt, much in the manner of his earlier
work (War on Everyone, Calvary, The
Guard). Here, the morality is as shifting
assand, and justasuncomfortable when
it gets inside your clothes. It’s not just
the subtle way the screenplay manipu-
lates sympathy for the main characters;
it’s also embedded in the way the film
lures us into ogling the beauties it puts
on display — thesets, clothes, food, even
thelandscape itself — and thenscorns us
forour gluttony.

McDonagh has chosen to work a very
broad canvas here, incorporating intri-
cately shaded supporting characters.

only a ¢ crumb of hope
towards its end. The horror is there from
the start, with satellite photography-
based animation over the credits show-
ingthe deforestation of the rainforest, a
lacy network of brown, deforested
regions nibbling away at the edges of
the territory of the title which the tribe

P{E

an amabeur weather scientist.) Most
baffling of all, does anyone really think
there is an audience for this kind of
mouldy whimsy? Coixet has a good eye
for the town’s architectural surreality
but she can’t write a good screenplay to
savealife. LF

In UK cinemasnow

Left: Sarita
Choudhury and
Timothy Spall in
‘It Snows in
Benidorm’.
Below:
documentary
“The Territory”
tells a story of
conflict between
indigenous
Brazilians and

poor settlers
e Prtz{mazon Land
Documentary

T

-y
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They’re all played by strong actors, such m v:
as Christopher Abbott as an enigmatic

s ‘Wall street wonderboy, Said Taghmaoui
pu Project as Abdellah’s soulful underling who
TN e M'"Bgmem dreamsof a lifein Sweden, Abbey Leeon

hilarious form as a perpetually sloshed
party girl, pracucally relegated to the
itably, it feels bitty in
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FT BIG READ. SEMICONDUCTORS

The Modi government wants to develop adomestic semiconductor industry at a time of growing
geopolitical tension. But the country does not have a track record in precision engineering,

By John Reed

he factories outside Chen-

nai, in India’ssouthern state

of Tamil Nadu, are home to

an array of global corporate

names that lend credibility
to Prime Minister Narendra Modi’s
“Make in India” campaign, which aims
to turn Asia’s third-largest economy
intoa workshop to the world.

The state’s industrial parks host inter-
national investors such as Renault-Nis-
san and Hyundai, which have large car
factories; Dell makes computers there
and Ssamsung produces TVs, washing
machines and fridges. There are enough
suppliers to Apple (including Taiwan’s
Foxconn and Pegatron, and the Finnish
contract manufacturer Salcomp) that
people in Tamil Nadu’s business com-
munity commonly refer to the Ameri-
can tech group, which does not discuss
its suppliers, as “the fruitcompany”.

Now India wants to take a step up the
manufacturing value chain, with a high-
stakes bid to begin making semiconduc-
tors. The Modi government has put
$10bn of incentives on the table to
tempt manufacturers to set up new
“fabs” (semiconductor fabrication
plants) and encourage investment in
related sectors such as display glass.
One plant is being planned in Tamil
Nadu.

India’s ambition to enter the chip-
making business comes at a time of
growing trade and geopolitical tension
as western economies have pushed to
decouple their supply chains from
China, which has invested heavily to
become a leader in the semiconductor
industry.

The Covid-19 pandemic and Beijing’s
draconian lockdowns have disrupted
global chip supply and sent companies
and governments on a hunt for alterna-
tive sources of production. India, which
has cracked down on Chinese social
media apps and phone producers
against the backdrop of a long-run-
ning geopolitical dispute, is offering
itself as a democratic alternative tech
hubtoChina.

1f successful, an Indian chipmaking

about laying out the red carpet and
bringing in a lot of companies who are
seeking to diversify their manufactur-
ing away from being only in China to
other places,” says Chandraselkhar.

When Modi came to powerin 2014, he
says, India had “an almost moribund,
nothing electronics industry”, which
had been “cannibalised and devastated”
by years of free trade agreements.
Today, he says, India’s ambition is to
more than triple its revenues from the
electromics industry to $300bn by 2026,
up from $75bn in 2021, and to export
$120bn of thisamount.

Aside from the central government
subsidies, business-friendly states in
India’s south and west are vying with
one another to capture investments,
with tax and other incentives, as well as
assurances on land, water, power and
other productioninputs.

“We give 0 many incentives, starting
with land, the biggest thing inshortsup-

Pply.” says P Thiaga Rajan, Tamil Nadu's
finance minister and a former Standard
Chartered and Lehman Brothers
banker, who has been active in luring
investors to the state. “We have a very
proactive policy.”

He points to Tamil Nadu's past sup-
port for investors, induding Tata and
Foxconn, in building their operations in
the state: “We have figured out how to
putall the pieces of the puzzle together.”

The lagging edge

Some observers of India’s ambitions to
push into semiconductors argue that
its heavy emphasis on building up local
chip fabrication misses the mark, in a
fiercely competitive global industry.
They ask how much the industry will
have to show for itself when the subsidy
money runs out.

“In the semiconductor value chain,
there are a lot of steps in the process,
and the actual fabrication of chips is
only one,” says Christopher Miller, a
professor at Tufts University’s Fletcher
School and author of Chip War: The Fight
for the World’s Most Critical Technology, a

Indla’s IT minister

Ashwinl Valshnaw $10bn $52bn
unvelled New Modigovernment’s | USgrantsto
Delhr's pitch to Incentivesfornew fund chipmaking
chipmakers last semlconductor researchand
December fabricationplants development

industry has the potential to be
extremely lucrative for the country,
feeding rapidly growing global demand
aswell as its domestic industry’s vora-
cious needs for the computers, appli-
ances and cars italready makes.

“From a geopolitics point of view,

India bets on chlpmaklng

book about global rivalry in semicon-
ductors. “Many countries that play a
big role in the process don’t make
chips — and that can still be a lucrative
roleto play.”

While lndm mlght plauslbly set up
factories lagging edge” chips of

India is attractive . .. We are increas-  ‘Tt's about ment. Meanwhile the EU is looking to India’s traditional competitiveadvan-  as “a beautiful partnership” with Fox-  Above: the kind usable mcarsand appliances —

ingly one of the largest consumers of R build semiconductor resilience withits  tagein low wagﬁ w1ll glve 1t lm:le orno  connof’ I‘alw.m theworld'slargestcon-  Narendra Modi’s  which are much in demand in places

semiconductors outside of the US and laymg out own €43bnChips Act. edge in th of tractel ‘Make in India’ such as Chennai — it will still struggle to

traditional markets,” says Rajeev Chan- the red ‘While India does not yet make micro-  making chlps There are also questions “Most of the tect work will be aims compete against efficient Taiwanese

drasekhar India’s minister of stam for chips commercially, it does contribute  about whether the $10bn will be money ~ done by Foxconn,” says Agarwal. The  to turn Asia’s producers or the heavily subsidised Chi-
information tect Carpet and  tothedesignofsemiconductorsbecause  well spent. India has atmdluon dating operanon he adds, will produce both  third-largest nese, hesays.

Manufacturers are now lining up to L . of its strong software base, says Mahi-  back to its post-i years, of and display glass, economyintoa Instead of trying to take on longer-
take up the $10bn offer. Singaporean bl‘ll'lgll'lg N nthan Joseph Mariasingham, a statisti- ~ disastrous import substitution policies  which Vedantaalready makes in Japan, ~workshop tothe  established producersin Chinaandelse-
group IGSS Ventures has signed a mem- alot of cian and researcher with the Asian  — measures putin place to protect or  South Korea and Taiwan. For its part, ~world; Below:an  where and setting up “fabs” producing
orandum of understanding with the DevelopmentBank. promote local industries that instead ~ Foxconn is giving little information employeeata lagging-edge chips made using legacy
Tamil Nadu state government for what companies “When it comes to manufacturing, ended up wasting money and holding  about its plans for the venture, but  Foxconn-owned  technology, Miller argues, India might
its founder and chief executive Raj A India has lagged behind many of the  back the broader economy. points out that it has been an early  phone factoryin  better use its money in chip assembly
Kumar says will “very likely” be a wafer SEEle'lg to other countries, partly because of its some analysts believe India could moverinnew markets before. southern India and packaging facilities, where labour

factory it wants to build within three
years. The Israeli group 1SMC, a joint

diversify

lack of facilitating infrastructure,” he
says. “It was easy for them to get into

spend state money better by applying
its proven advantages in nurturing

“Foxconn goes to places no one thinks
of going at thetime,” says Jimmy Huang,

FT mantage: APAUnsplash;
Karen Dias/Bloomberg

costs are more important. If India were
todirectits subsidies into investment in

venture between Israel’s Tower Semi- their the software market because it doesn’t  skilled IT talent to designing chips for new assembly and packaging facilities,
conductor and Abu Dhabi-based Next d : require elaborate physical infrastruc-  the world to manufacture rather than wherelabour costs are more important,
Orbit Ventures, has signed a letter of pro uction ture” ingits own. he says, “$10bn could go along way™.

intent with the state of Karnataka, away from A push into microchip production, “It’s an attempt to follow the China Rajan, the former central banker,

home of India’s tech capital, Bangalore,
to build a $3bn semiconductor chip-
making plant. And Foxeonn has teamed
up with Indian group Vedanta to build a
semiconductor plant, surveying sites in
the western Indian states of Gujarat and
Maharashtra.

‘Young Liu, Foxconn’s chair, said on an
investor call in August that the group
“will be actively expanding” in India.
‘While declining to comment on specific
products, he noted “improvements in
the overall industry environment in
India” adding: “We think India will play
avery importantrolein the future.”

Even given its geopolitical advan-
tages, the road ahead will not be smooth
for India as it tries to market itself
abroad as an alternative to China. There
arerisks inherent in the push, notleast
that Europe, the UK, the US and many

being only
in China’

which demands some of the most exact-
ing factory conditions of any in manu-
facturing, would mark a major shift for
India. The country has built a reputa-
tion as one of the world’s foremost pro-
ducers (and exporters) of engineering
talent, but has struggled to capture a
share of top-notch tech manufacturing
relative to its 1.4bn population that
would come close to that of either China
or Vietnam.

Multinationals in lower-tech sectors
have longstruggled with the country’s at
times erratic transport and public utili-
ties. Making silicon chips requires the
utmost precision: an interruption in
power or water supply lastingjust a few
seconds can lead tomultimillion-dollar
losses. Power cuts are common in much
of India, prompting many companies to
build their own electricity supply.

path and create manufacturing in
India,” says Raghuram Rajan, a profes-
sor of finance at the University of
Chicago Booth School of Business and
former governor of the Reserve Bank
of India. “But you have to ask why
people aren’t manufacturing in
India . . . There are a bunch of reasons
the government itself accepts: we don't
have thelogistics, we don't have the util-
ities. Sometimes we don't have the R&D
and the workers.”

Revivingan industry

If manufacturers in India harbour any
doubts about a national foray into chip-
making, they are not voicing them.
Instead, the generous central govern-
ment and local incentives that will
defray their initial costs — and a blast of
nationalistic, can-do rhetoric from the

acting spokesperson for the company,
whose trading name is Hon Hai Tech-
nology Group. “Look at our global foot-
print and consider when we set up shop

in each location ... Today no one
believes that India can build up a semi-

‘Wouldn'tit
make more

nnnnn n

argues that India should be focusing
on building human capital rather than
chip factories. “Wouldn't it make more
sense to build the software rather
than focus on the hardware — and edu-
cate 10,000 Indians who can do chip
design?” hesays.

Rather than trying to direct invest-
ment into chip fabrication capabilities,
Rajan says, India could channe] $100mn
into 100 new universities that would
traingraduates — notjustin engineering
— and “seed many sectors”. “Evenifyou
were interested in chips alone, training
software and design engineers can be
the road toward [a major chip designer
such as the US’s] Qualcomm, which
might be far easier and cheaper,” he
says, than imitating a leading manufac-
turer like Taiwan's TSMC.

But early investors in the sector echo
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other countries are simuitaneously lay-
ing out billions to subsidise the onshor-
ing of chipmaking, in a move that ana-
lystssay is bound to increase global chip
capacity. To have any chance of achiev-
ing its goal, India will need to move
exceptionally quickly and decisively.

‘A whole lot of deficiencies’

The complexity of semiconductor pro-
duction and supply chains means that
manufacturers in a handful of East
Asian countries, led by China, Taiwan
and South Korea, have been responsible
formuch of global supply.

That is now changing. In July, the Us
passed the Chips and Science Act that
includes $52bn of grants to support
chipmaking and research and develop-
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Asia’s role in global chip preduction has
steadily increased
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Industry Assoclation

government — has been welcomed by
Indian business.

“This is India’s moment,” wrote Anil
Agarwal, chair of the natural resources
group Vedanta ina LinkedIn post mark-
ing the 75th anniversary of Indian inde-
pendencein August.

“Inthe next 25 years, we will build the
world’s leading technology hub, even
better than Silicon Valley,” claimed the
industrialist, who began his career asa
Mumbai scrap-metal trader. His subse-
quentrise through the metals and min-
ing business to sit at the helm of a glo-
bally diversified conglomerate is some-
times seen as an exemplar of India’s rise
up the business value chain. Vedanta is
now setto be one of the country’s first to
make chips, in what Agarwal describes

FINANCIAL TIMES

conauctor supply chain, bt Foxconn 1s
working with the governmenttosetupa
semiconductor industry.”

Madhav Kalyan, chief executive of
JPMorgan India, says the bank is advis-
ing some companies discussing financ-
ing operations for chip ventures in
India. “They do believe, based on their
interactions with the government and
this dedicated body, that there is a
nuanced understanding of what it takes
— and that the government is willing to
investto make ithappen,” hesays.

New Delhi laid out its pitch to chip-
makers last December with the India
semiconductor Mission, unveiled by the
IT Minister Ashwini Vaishnaw. “We
have astrategy of broadening and deep-
ening our electronics ecosystem. It’s

STLSC LW

build the
software
rather than
hardware
—and
educate
10,000
Indians
who can
dochip
design?’

the governments view that demand
from a growing domestic electronics
industry, coupled with the govern-
ment’s help in defraying producers’
start-up costs, will inevitably support a
full value chain, given India’s pool of
engineeringtalent.

Kumar, of 1GSS Ventures, who for-
merly worked for chipmaking giant Glo-
bal Foundries, points out that Singa-
pore, with apopulation of less than 6mn
and where the domestic consumption of
semiconductors is “peanuts”, already
hosts severalwafer fabs.

“Imagine the potential of India,” he
says. “For a country that's goingtobe a
top economic nation, it needs some
minimum semiconductor capabilities
domestically.”
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America’s mountain of
college loans harms rather
than helps social mobility

Around 20mn students are entering
university campuses across America to
start the new academic year. They have
bought into the American dream, which
holds thata college education is a ticket.
to the middle class. Unfortunately for
many, it has proven a ruinously expen-
sive ticket. The T dent-debt burden

Americans. The debt jubilee applies to
those earning up to $125,000 (or a
household with $250,000), while those
‘who receive grants given to students in
financial need qualify for $20,000 of
debt cancellation. Biden also extended a

pernicious, worsening intergenera-
tional problem for households, and par-
ticularly acute for black students. The
debt’s structure means that too often,
education is harming rather than help-
lngchancesof soclal mobility.

is needed. But

pandemic moratorium on
until the end of the year. Once they
restart, repayments can be capped at 5
per cent of disposable income rather
than the current10 per cent.

Trueto form, America is divided over

the plan isasticking plaster thatwillnot
tackle the underlying debt pile. A more
effective, albeit politically difficult,
remedy might have been to cut student
loans’ interest rates, which have meant

the plan There are und. dabl

now stands at $1.6tn, with 45mn bor-
rowers, making it the biggest consumer
debt after mortgages. Millennials,
around 14mn of whom are still paying
off their college debt, now outnumber
Baby Boomers in America. This makes
student loans a pressing political issue,
particularly ahead of November’s mid-
term elections.

After months of deliberation, Presi-
dent Joe Biden at a stroke recently can-
celled $10,000 of debt for millions of

‘who the plan will benefit,
how much it will cost — up to $1tn by
some estimates — and whether it is
legal. Some on the left fear it does not go
far enough. Some on the right dubitan
unfair transfer from blue-collar taxpay-
ers to irresponsible elites. Meanwhile,
economists are split over the plan’s
stimulating effects at a time when US
inflation is increasing at the fastest pace
in40years.

Politics aside, statistics show that
America’s student debt mountain is a

that just it into Lheprinci—
pal owed often takes years. Even that
would not resolve the fundamental
problem: the preposterous amounts
universities charge for qualifications
thatdonotsecure jobs.

With no cap on fees, the cost of a uni-
versity degree has nearly tripled in real
terms since 1980, far outpacing house-
hold income, with some private univer-
sities’ fees topping $80,000 a year. Over
the period, federal and state funding for
tertiary education has plummeted, fore-
ing even public institutions to become

Biden's imperfect but necessary plan to tackle student debt

reliant on students for income. Anarms
race of offering flashier campuses, and
fat salaries to attract the best teaching
staffand administrators has ensued.

A toxic congressional debate over
total debt cancellation rendered impos-
sible a sensible conversation about more
effective reforms. These mightincludea
tighter focus on means testing for loans,
more regulation of the for-profit col-
leges where there have been shocking
instances of fraud, and greater backing
of vocational training, particularly in
key areas where there are shortages, like
nursing and manufacturing. On-the-job
training and tailored corporate courses
have merit, as do existing “6 in 4” diplo-
mas that combine two years of college
creditwith a high-school qualification.

The majority of new US jobs do not
require a degree. That means employ-
ers, prospectivestudents and politicians
ought to emphasise skills as much as
schools. Biden’s sticking plaster is neces-
sary. But it will not cure the illness in
American education.
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Germany offers model for what aliberal Russia could achieve

As Ukrainian troops cut their way
through the first line of Russian
defences in Kherson, the obituaries for
Mikhail Gorbachev are being written.
In this elegiac tone, T agree that it
seems vacuous to write Gorbachev off
inthe face of Putin’s reckless war of
(ET View, .

Sorting mechanism: higher education is sending socially liberal

futures than conservatives

on to more prosp
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icture the scene: it’s 1990

and you're in a British pub.

Over your shoulder, you

hear someone telling a

racially insensitive joke to
their friend. A moment later, that
friend gloats about the lengthy sen-
tence recently handed down to a local
youth for possession of cannabis. The
third member of their party then
says they wish Britain still had the
death penalty.

Listening to their conversation, it
would be easy to gauge their social val-
ues. But working out how much they
earn would be significantly harder: 30
years ago, the British Social Attitudes
Survey reveals virtually no difference
in average earnings between social
conservatives and progressives,
authoritariansand libertarians.

Today, however, the task would be
much easier. By my calculations, in
2019, Britons with xenophobic lean-
ings earned about a third less than
their peers with liberal views on
race, traditionalists earned half as

FT graphic: John Burn-Murdoch

Recent research suggests it is being
mediated by the role of higher educa-
tion as a sorting mechanism, sending
those who are more open to new expe-
riences and comfortable with differ-
ence into an engine of income and
opportunity, while their schoolmates
areleft by the wayside.

For years, researchers have sought
to disentangle the web of factors that
result in university graduates being,
on average, more socially liberal
than non-graduates. Two new papers,
one by Ralph Scott in June, and
another by Elizabeth Simon earlier
this week, find that most if not all the
differences in world view are already
locked in place long before a student
setsfoot on camj

The implications are striking. As
successive governments have
expanded access to higher education,
and employers have come to rely ever
more on degrees as the passport to
high-paying, high-skill, high-status
careers, one unintended result has
been the quiet division of societies into
socially liberal high-flyers and socially
conservative left-behinds.

Themechanism is clear in the data.
According to my calculations,
between 1990 and 2019, the share of
progressive Britons with a degree has
surged from 23 to 66 per cent, while

tha inreansas amanm eanial ranesmm_

In the story of Russia, Gorbachevisa
literary foil to Putin. He stands out asa
Russian leader loath to resort to
‘violence. Unlike some of his successors,
he was never caught with his hand in
the till. Nor was he an isolationist with
ajaundiced worldview: he preached

Gorbachev helped emancipate
millions of people trapped behind the
Iron Curtain. When the Berlin Wall

France, too weak to resist
totalitarianism on their own, flirted
with appeasing it. Without a strong

collapsed it seemed as if the triumph of | bulwark, western values are

liberalism was final; the “end of vulnerable.

history” had been achieved. This The 20th century was defined by a

reasoning was dangerous. Dbitter battle between two irreconcilable
Some three decades later, the spectre | ideologies: liberalism and

of authoritarianism haunts us yet totalitarianism. Gorbachev offered to

again. This isn’t true only in the bury the hatchet. George HW Bush’s

Kremlin and China’s Zhongnanhai. reucence to engage in a gaudy victory
1f the totalitarian star wa: d the of a defeated foe

during the interwar years, it was (in wasslat&smanl]k&

great measure) because America
reneged on the Wilsonian promise to

In the long run, however, the west
has stood by as Russia has fallen on

humiliated giant is wont to rise from
the ashes — with a vengeance.

If a reformed, liberal Russia ever
again offers to build bridges, we must
embrace it, enabling it to take a
dignified place in the Concert of
Nations. In the late 1940s, we tried this
approach with Germany. It worked
remarkably well. Even as America and
Britain have — embarrassingly —
flirted with the allure of strongman
rule, Germany remains the staunchest
defender of democracy and
multilateralism.

Alex Lecanda-Moreno

openness and reform. underwrite democracy. Britain and hard times. As happened in Germany, a by Grand Duchy of L by
Some data points on If America’s is the Bolshoi, | From carrots to kiwis, let’s

meme stock mania

Jake Freeman cashing out his position
in Bed Bath & Beyond contradicts the
idea that the mania for pandemic-era
meme stocks is over (“How a 20-year-
old student made $110mn riding the
meme stock wave”, Report, August 23).

Issues around manipulation apart,
the story underlines the simple fact
that this new breed of semi-
professional individual investor is the
biggest area of growth in markets
today.

Goldman Sachs says for every $100
put in stock market mutual funds and
exchange traded funds over the 74
‘weeks to May 2022, only $2 was
redeemed. Most of this has been retail
investing, not institutional money —
‘which has exited in droves.

The World Economic Forum says
that three out of four retail investors
‘would invest more if they had better
opportunities to learn about investing.

Individuals can’t easily access
institutional mformanon and mslghts
served by the large i data

‘Texas shouldn’t impose arbitrary limits
on, say, Target selling organic towels in
favour of microfibre ones. Sadly

Chile’s is performance art
Chile’s sprawling, impressionistic 388-
article draft constitution is to the gold
standard of constitutionalism — by
which I mean the US constitution —
‘what performance art is to the Bolshoi
Ballet.

Lord Gladstone effused that the US
constitution “is the most wonderful
work ever struck off at a given time by
the brain and purpose of man”. Its
brevity (four parchment pages),
separation of powers, judicial review,
federalism, national economic market
and scrupulous protection of private
property gave birth to opulence and
unprecedented liberty; attracting
genius and ambition from every corner
of the globe.

Chile’s book-like draft constitution,
in contrast, invites regional
protectionism, an unchecked national
executive and the subservience of
private property to the fantasies of the

providers, nor access sell-side research
‘which has in any case declined because
of regulation and cost. They use a
variety of channels to make their
decisions, including financial news
media and social media.

They’ve also come to rely on the
“creator economy” such as software
platforms like YouTube, TikTok and
Instagram. Stripe estimates 50
platforms could be supporting more
than 15.5mn creators in five years’
time, including those focused on
‘business and finance.

Despite the down cycle, many retail
investors — especially the younger ones

_ vannvt meantar s fdanna in thaie

copious and opaque led such as Karl

contnbuuonsto venal, unqualified Marx or Fidel Castro.

P help breed such Chileans would be well advised to
In solidarity, financial institutions embrace the US constitution as the

would be well-positioned to speak. template for a new constitution and to

loudly against the Texas blackdist. Yes,
this move would impact on revenue in
the short term but may stave off more
onerous blacklistings that are sure to
be imposed in future by rogue
Republican “warlords”.

Republicans have gone so far off the
rightwing deep-end as to be guilty of
the very things they pretend to abhor:
they have become thought police and
anti-capitalists, wrecking democracy
on their lock-step march to
authoritarianism.

Together, we are better than this. As

i & marinn urit Invma s aa o1l Afue

consign the draft constitution to a
museum.

Bruce Fein

Former Associate Deputy Attorney
General gf the United States

Author of ‘Constitutional Peril: The Life
and Death Struggle for Our Constitution
and Democracy’, Washington, DC, US

Why earlier globalisation
theorists are also relevant

Gideon Rachman’s column “The
enemies of globalisation are circling”

frwimian Anmiet T\ mnda savaral

embrace ‘wonky’ produce

Your article “Farmers fight to save
crops stunted by heat” (Report, FT
Weekend, August 13) will have been an
eye-opener for many on the pressures
farmers are facing in this summer’s
drought. But it also noted how retailers
are rejecting fruit and veg that have not
been grown to their required
specifications due to the heat. This
practice cannot continue.

From carrots to kiwis, supermarkets
assume that shoppers want the same
shape, same size and same colour. Asa
result, a third of the fruit and veg.
grown in the UK never reaches our
plates.

In drought conditions, it is
unacceptable to waste water growing
crops that are perfectly good yet are
never sold. Some supermarkets have
led the way with wonky ranges — now
we need the wholeindustry to go
further and faster.

Customers need to play their part
too. The National Farmers’ Union has
urged British shoppers to “pull
together” and accept buying wonky
vegetables. Drought or not, food waste
is one of the biggest environmental
challenges we face, and overcoming it
means we can no longer reject fruit and
veg based on looks.

Just a generation ago, fruit and veg of
all shapes and sizes were sold
everywhere as standard. But today,
pickiness from retailers and consumers
isworsening an already pressing crisis.
Now we can all do our bit to relieve
pressure on our farmers.

Alex Wright
Co-Founder, Dash Water, London W1, UK
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much as liberals, and proponents of
the death penalty earned half as
much those who supported its contin-
ued abolition.

It’s a similar picture across the
Atlantic. In the US in 1990, the
National Election Studies show that
white conservatives were about as
likely to be in the top third of the
income distribution as their progres-
sive peers. By 2020, they were much
lesslikely to be high earners compared
with white compatriots who had
liberal views onrace.

What do these numbers tell us?
After centuries in which personal
beliefs were largely independent of
socio-economic outcomes, the two
unrelated axes have become increas-
ingly aligned. Over the past three
decades, people with a particular
world view — one shaped by nature,
nurture and everything in between —
find themselves several socio-eco-
nomic rungs below many of their
former classmates.

There is no evidence that this tilt is

[FPE——
tives has been much smaller, from
four to 14 per cent. The gap between
the two has therefore expanded
from 19 to52 points.

Thatinturn has boosted the share of
working-age social progressives in
managerial and professional roles
from 20 to 25per cent, while the share
of more conservative Britons in such
roles hasfallen from 16to15 per cent.

with those of a more traditional
worldview finding themselves increas-
ingly squeezed out of the path to high-
status positions — and in some cases
reporting directly to their liberal peers
— the recent trend in anti-expert rhet-
oricmakes abitmore sense.

As Leonardo Carella, a political sci-
ence researcher at the University of
oxford suggested earlier this week,
thistrend may have far wider implica-
tions. How many of the west's recent.
political shocks and realignments, he
asked, could be due to 40 years of
sorting liberals into high-income
Ppositions and traditionalists into Jow-
income roles?

the result of any choice.
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own skills, despite the challenges of the
market, and are reading more to help
their investment theses.

‘With increasing opportunities for
experts and commentators to share
‘their insights, the democratisation of
investment research is here to stay.
Duncan Wales
Founder and chief Executive, Scriber
London SE1, UK

You'd think Republicans
would hate Texas blacklist
Financial institutions that “survive”
Texas’s politicised blacklist should
collectively return invested funds to
Texas pensions (“Targeted groups
attack Texas ESG blacklist”, Report,
August 30).

There are markets for all types of
sector-based funds to suit niche retail
and other investor interests. An
environmental, social and governance
investment strategy is just one of many
more or less imperfect strategies.

However, 1t is not for rightwing
politicians to tell corporations which
products to offer on their shelves —

stronger unified against extremism in
any form.

Peter Wahl

‘Boston, MA, US

Heathrow passes the buck
on summer capacity chaos

Cat Rutter Pooley’s article on Heathrow
(“Heathrow’s hopelessness is its faux
helplessness”, Opinion, August17) is
right to say what really rankles is the
failure of the UK’s leading airport,
which wants to build a new runway to
add more volume, to take

ibility sooner for the unfoldi

AL Saag e o s vra
crucial points. First, globalisation is not.
just about economics, but involves
politics. Second, deglobalisation
involves the two-way “decoupling”
trends between China and others.
Third, he suggested we consider
globalisation’s detrimental costs in
terms of inequality and the
environment.

However, it is a pity he did not go
further to contextualise and ground
this analysis by locating it in two ways.
First, in the many previous examples
and “waves” of globalisation that have
occurred. Second, in the earlier

i f: isation, such as
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a taste of Schadenfreude

As a consumer of water in Scotland,
where this vital resource is under
public ownership and where we do not
pour sewerage into our rivers and on to
our beaches, Icouldn't help reading
Camilla Cavendish’s article on the
unfolding disaster that privatisation of
water in England is proving to be
(Opinion, FT Weekend, August 20)
without a feeling of Schadenfreude.
Isn’t capitalism just wonderful?

Izhar Khan

Aberdeen, UK

P
disaster of its summer capacity issues.
But it’s also probably fair to say this
looks deliberate to a degree. By keeping
quiet and failing to plan for the
capacity problems before they arose,
this allows the airport to blame the
airlines and keep its head in the sand
while customers take out their
displeasure on the airlines’ staff and
not Heathrow's own shortsighted
management.
Lee Callaghan

London N22, UK
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o
Andre Gunder Frank, with dependency
theory; and Immanuel Wallerstein with
world system theory.

Their concepts, such as the roles of
differentially-resourced core, semi-
peripheral and peripheral countries in
the global economy, still remain
relevant today.

Professor Chris Rowley

Kellogg College, University of Oxford
Bayes Business School

City, University of London

London EC1, UK

Corrections

@ Thefirst previously all-male colleges
at Oxford universitybegan admitting
women in1974, not1979 as wrongly
implied inanarticle on September 1.
eFootballagent MarlonFleischman
said ChelseaFootball Club “know how
torunsportfranchises. It's not their first
rodeo”, notGiovanni Branchinias
wrongly stated in an article on
September.

Opinion

onald Trump thought it was

full of “shitholes” and coun-

tries with names such as

“Nambia”. Barack Obama,

for all his eloquence and
family ties to Kenya, was underwhelm-
ing when it came to defining a practical
strategy towards Africa — a continent
that always slipped behind other
regions in thelistof priorities.

You have to go back to George W
Bush, particularly his principled stance
in fighting the Aids epidemic, or Bill
Clinton, with his Africa Growth and
Opportunity Act, a preferential trade
pact, for an American leader with a
compelling offering.

If the US has been relatively low key,
others have not. Since the turn of the
century, China has moved from a

Why the US

bit-part player to the main investor and
trading partner for many countries,
from Angola to Ethiopia. Much of
the infrastructure that has sprung up
across the continent has been built by
Chinese companies.

Outside the extractive industries,
American companies have been slower
to see commercial opportunities than
those from emerging nations such as
Turkeyand India. More recently, Russia
has pursued a cut-price diplomacy,
sending mercenaries to Mali and the
Central African Republic to prop up dic-
tatorships and shady companies.

President Joe Biden is now seeking
to redress the balance. The reticence of
African states to vote with the west in
condemning Russia’s invasion of
Ukraine (26 refused to do so) may
have sharpened his thinking. Diplo-
matic engagement has been stepped
up. Washington will hold a US-Africa
summit in December, the first in
eight years. Biden has reversed a deci-
sion by the Trump administration to
draw down US troops from Somalia
and the Sahel, bothregions of persistent
terrorist threat.

isre-engaging with Africa

Antony Blinken, USsecretary of state,
has made two tours of the continent, the
latest in August when he swept through
the Democratic Republic of Congo and
Rwanda. In South Africa, he launched
‘whatwas billed asareset of relations.

Ashesaid, the 54 countries that make
up the continent play a more important
role inworld affairs than is widely recog-

nised. By 2050, one in four people on
Earth will be African. If a majority are
flourishing, they will be asource of huge
dynamism and ideas.If many are floun-
dering, they will fuel the problems
of uncontrolled migration and unstop-
pable deforestation.

A third of the minerals that will
beneeded for the transition tosustaina-
ble energy lie beneath African soil.

African people — and not just their
elites — must benefit from the potential
windfall with more transformation of
Taw materials on the continent itself. In
the Congo Basin rainforest, central
African states host the world’s second-
largest lung. African capitals marshal
a quarter of UN votes. A Nigerian
heads the world Trade Organization
and an Ethiopian leads the World
Health Organisation.

The policy paper that underlies the
new approach lays out broad strategic
objectives. Washington will support
open societies, democracies, recovery
from the shock of the pandemic and a
just energy transition (for which read:it
won't oppose gas). Washington will
work with its “African partners”: a
phrase intended to convey that it is
listening, not hectoring.

The US offering is positioned in
deliberate contrast to what it calls
China’s “narrow ialand

with US leadership during the pan-
demic, when the west gobbled up availa-
ble vaccinesand left Africans tofend for
themselves. (Biden's support for over-
riding intellectual property on Covid
vaccine technology was seen as an
importantexception). The US — with its.
contested elections and rolling back of
liberties — has also somewhat lost the
democratic high ground.

Chidi 0dinkalu of the Fletcher School
of Law and Diplomacy at Tufts Univer-
sity detects a cold war throwback. “The
US has come to the conclusion that, if
they don’tre-engage, they will be aban-
doning Africa to Russia and China.”

Still, Alex Vines, director of the Africa
Programme at the UK think-tank
Chatham House, sees an opportunity
for the continent. “This is Africa’s
moment,” he says of the multinational
engagement. However shaky, the US
with its deep well of wealth, innovation

ad

litical interests” and the Russian view
of Africa as a playground for private
military companies.

What are African governments to
make of this? Many were not impressed

icidealsisa partner worth
courting, he says. If diplomacy is trans-
actional, then the countries of Africa
should get ready to deal.

david pilling@ft.com

Republican
ESG stance s
bad for business

Gillian # Y ?
Tett

ntil recently, Federated

Hermes was adarling of the

sustainability world. The

Pittsburgh-based fund

manager of a combined
$1.6tn in assets seemed a champion of
environmental, social and governance
goals — and its London-based team is
admired for the advice it dispenses to
institutional managers.

But then it emerged that Federated
Hermes is also a so-called “gold spon-
sor” (ie funder) of the State Financial
Officers Foundation. SFOF is a Republi-
can lobby group which is campaigning
to remove state pension assets from
funds and companies that are hostile to
fossil fuel.

Chris Donahue, its chief executive,
says this contradictory stance simply
reflects a desire to support “diversity of
thought” in polarised times. Maybe so.
But three big Danish pension funds have
issued furious complaints. The halo, in
other words, has cracked.

Other western companies should take
note. For one thing, this case under-
scores how closely ESG activists are now
tracking an issue that has often been

ists and industry groups, and whether
this tallies with their stated public posi-
tion on a variety of issues. Other corpo-
rateboards should bracethemselves for
similar scrutiny — and potential embar-
rassment.

The second key point is that America
is now a minefield for financial compa-
nies when it comes to ESG. Companies
such as Federated Hermes are trying to
square a near-impossible circle and the
challenge will only getworse.

The issue at stake is that during the
past couple of years there has been ris-
ing pressure on financial companies
who operate in the European Union,
or in liberal states such as California
and New York, to embrace ESG norms.
That is because investors, including
big pension funds, are increasingly
demanding more disclosure on issues
such as carbon emissions — and using
ESG ratings from entities such as MSCI
to judge how to allocate money.

This has sparked a dizzying pace of
growth in ESG products. But it has also
caused a backlash from parts of the
Republican party, who are opposed to
so-called “woke” ideas and any curbs on
the fossil fuel industry. One sign of this
can be seen in the ESG-bashing state-
ments from figures such as the Fox tele-
vision host Tucker Carlson and former
vice-president Mike Pence.

The conservative-leaning Supreme
Court also ruled in June that the Envi-
ronmental Protection Authority could
not curb carbon emissions without spe-

attention than the court’s overturning of
the right to abortion, it is crucial for
‘business since it could also undercut the
‘work of agencies such as the Securities
and Exchange Commission.

However, the central focus for the
Republican backlash is the state-level
laws: politicians are seekingto curb ESG
products locally. In Florida, for exam-
ple, governor Ron DeSantis has lashed
out against Disney over its LGBTQ poli-
cies and — more recently — told state
pension funds to exclude ESG consider-
ations from their work.

states such as Idaho and West Vir-
ginia are introducing rules that could
deter their public pension funds from
investing in ESG products or companies.
And last week the Texas government
issued ablacklist of ten financial compa-

nies that state and school pension funds
are supposed to shun because the enti-
ties are deemed to boycott fossil fuel.
Nine of these are European, but one is
American — the mighty BlackRock.

Unsurprisingly, this has sparked furi-
ous complaints. “Trying to stop a US
company from doing business in its own
backyard is bad for business,” Mark
McCombe, the head of BlackRock’s US
‘business, told the FT.

In an effort to avoid being blacklisted,
some US banks and asset managers are

ER Chalikopauiou

view, itis entirely reasonable for inves-
tors and politicians to challenge the ten-
ets of ESG, and reject some of them; the
frameworks are imperfect. And it is
often astrength ofthe US political struc-
ture that it permits plenty of local policy
experiments.

But Republican politicians do not
need to ban ESG ideas to express their
dislike for them; they can simply choose
notto use them. Demanding that invest-
ment groups ignore climate risks is
likely to harm returns (as well as the

busy pointing out to blican politi-
cians that they are also still funding fos-
sil fuels. Ironically, BlackRock is the sin-
gle biggest investor in Texas oil and gas

groups.

But it is hard to please both the pro
and anti-ESG camps. Or as one large
British fund manager laments: “It looks

), -, itmakes rule-
making in America look capricious,
contradictory and unpredictable.

That is something that both the SFOF
and the leaders of Federated Hermes.
should dislike. So let us hope that the
latter either drops its backing for the
lobbying group, or uses its financial

d

hard rat-
egy for the American market.” And
carving out differentapproaches for dif-
ferent regions is costly and likely to
spark accusations of hvpocrisv — as

d a policy change. And
that Republican politicians realise that
attacking ESG in the name of business
willactually harm — not help —business
confidenceinthelong run.

For energy
crisis solutions,
look across
the Channel

Chris y
Giles

ritain and France are long-

standing allies with remarka-

bly similar economies. Yet

both countries share a false

perception that their own
economic policy stands miles — or kilo-
metres — apart from these on the other
sideof the Channel.

In the current energy crisis, however,
theresponse of the French and UK gov-
ernments couldnot have been more dif-
ferent. The government of arch globalist
President Emmanuel Macron plumped
for a populist strategy, while Boris John-
son reached for the economic textbook
recommended by the IMF.

Both countries face the same shock —
that of wholesale gas prices being
roughly ten times normal levels. France
is helped by a large nuclear sector,
which normally provides 70 per cent of
its electrical generation, but far less at
the moment with half its reactors shut
down. The UK has the advantage of its
North Sea gas reserves, that provided
around 40 per cent of consumption last
year. Overall, net imports of gas in the
UK aresimilar to thatin France.

In Paris, the response to the energy
crisis has been a concerted attempt to
find a large carpet in the Elysée Palace
and brush all problems under it. The so-
called “tariff shield” policy of Macron’s
government has capped electricity price
increases at 4 per cent this year, and fro-
zen domestic gas prices. Shielding con-
sumers requires the public finances to
bearthe cost of rising wholesale prices.

In Downing Street, by contrast, the

UK government has so far taken the
grown up option of exposing the prob-
lem and tackling it transparently. Rises
in wholesale energy costs are passed on
to consumers, albeit with a lag, suppli-
ers are not bailed out and every house-
hold has been given a huge incentive to
conserve energy.

To help households, the government
has put in place a £37bn package of tar-
geted support for the elderly and the
poorest with lump sum payments for all
to enable payment of the higher costs of
energy. A small part of this package has
been funded by a windfall tax on com-
Ppanies making unexpectedly large prof-
its from North Sea operations.

Although the UK package is compli-
cated, messy and results in much higher
inflation, itis pretty close to the IMF rec-
ommendation that countries should
allow prices to rise and compensate vul-
nerable energy users for their losses.
Overall, this is cheaper than a blanket
tariff cap, as well as being transparent
and providing the right incentives.
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Federated Hermes has now found.
This is distinctly depressing. In my

gillian.tett@ft.com

which US companies are backinglobby-
John o\
Thornhill

hirty years ago, the science
fiction writer Neal Stephen-
son invented the concept of
the metaverse. Now, he is
intent on building it in real
life. We must hope his constructivefeats
are more uplifting than his imaginary
fears — the metaverse he depicted in
1992's Snow Crash was an escape hatch
into an alternative virtual world from
the hellscape of 21st-century Los Ange-
les. The novel’s main ch Hiro

The metaverse evolves from fiction into fact

current thinking on the metaverse,
stephenson expounds a much cheerier
theory about the future uses of Iechnol—

mockery. Meta (formerly Facebook)
has tied its corporate reputation to the
idea’s evolution and has bet more than

ogy. “Snow Crash is both a dystop
novel and a parody of dystopian novels,”
he says. “And I am increasingly of the
view that technologies, with a few nota-
ble exceptions, aren't really dystopian
orutopian; people are”

Whether the metaverse is a good ora
bad thing will depend on how we
develop and use it. Stephenson sees the
real-life metaverse — as opposed to his
fictional creation — emerging as the
next big computing platform, a kind
of next generation “3D internet”. He is
excited by its possibilities as a deeply
i ive new means of i
tion and entertainment that will open
up “new categories of experiences”. But

Protagonist, lived in a shipping con-
tainer, worked as a pizza delivery driver
and tried tosurvive ina brutal anarcho-
capitalist world disfigured by menacing
monopolists, economic collapse and
environmental degradation.

Yet in a video call from his home in
Seattle, in which he spells out his

ill only fully flourish if it
is decentralised, interoperable and not
dominated by a few giant corporations,
as the current internet has been. He
himself is working on the latter prob-
lem, attempting to build “the base layer
foranopenmetaverse”,

Mere mention of the metaverse nowa-
days is enough to provoke eye-rolling

$10bn on virtual reality. For
the moment, though, poorly pixelated
avatars of founder Mark Zuckerberg are
notsettingpulses racing.

still, others are shouting about the
metaverse’s longer term potential too.
In March, Citi forecast that 5bn people
might be using the metaverse by the

end of this decade, transforming com-
merce, art, media, advertising and
healthcare. CB Insights also predicts the
metaverse could bea $1tn market by the
end ofthe decade.

Stephenson says he is not paying
much attention to what the big corpora-
tions are doing. Instead, he is focusing
on the creative possibilities being

explored by an expanding army of
games developers using increasingly
powerful engines. The games industry,
hebelieves, has already introduced bil-
lions of players to new experiences in
three-dimensional virtual worlds and
thereby created a huge market. Out of
all that intellectual ferment, the future
metaverse will evolve.

Although coy about the details,
Stephenson is developing his own expe-
riences in the metaverse; a kind of mul-
ti-modal prequel, or sequel, to Snow
Crash. He dismisses those who see com-
puter games as no more than escapist
fantasy. Every society since the dawn of
time has sought distraction and enter-
tainment, albeit in different forms, he
insists. Neanderthals painted cave walls
while the 19th-century bourgeoisie lis-
tened to grand operas and now we play
computer games. “Why the hell were
they painting walls when they could
have been out stabbing mammoths?”

One of the big issues for the metaverse
will be how to ensure all these different
worlds interact. Several companies are
working on that challenge including
Laminal, a blockchain start-up where

Stephenson is chair and chief creative
officer. These companies are aiming to
provide the underlying infrastructure,
smart contracts and payments systems.
that will make the metaverse interoper-
able. So, for example, in future itwill be
possible for usersto transport their ava-
tars from one domain to another, taking
their virtual identities and possessions
with them — although they may have to
check theirlightsabresatthe doorifthey
enteramedieval role-playing game.

As with many blockchain companies,
itis not entirely clear how Laminal will
make money. Can Stephenson turn
prophecy into profit? He is the first to
acknowledge it is hard to anticipate the
future. “The reason that entertainment
is such a fascinating industry is that you
never know,” he says. “Not even the best
informed people can predict what it's
going to be.” He seems convinced that
something fascinating is finally emerg-
ing in the metaverse, 30 years after he
imagined the concept. But as ever with
the creative process, it may require a
temporary suspension of disbelief.

john.thornhill@ft.com

The problem is that while economists.
tend to love the UK solution, the public
hatesit. The government has got next to
no credit for the support it has offered so
far and the national conversation has
centred on rising bills rather than the
help onits way.

The truth is that both countries now
need to learn from each other. Retail
energy prices have alreadyrisenso farin
the UK that households no longer need
additional reasons to cut their use —
energy conservations will happen any-
way. Targeting households for support
by income also has its limits because it
provides far too much help for those in
small energy efficienthomes and too lit-
tle for those in old, draughty houses.
Some sort of French-style publicly-
funded discountfor bills, tamporary but
sizeable, is nowrequired.

InFrance, though, the public finances
arefar too exposed to wholesale energy
prices. Too much of the burden is being
loaded on to future generations rather
than current consumers, who face little
additional pressure to limit their gas
and electricity use. Retail prices need to
rise further with additional support
offered for the vulnerable.

Both governments will find it difficult
to climb down from their current posi-
tions to provide energy support. Diffi-
cultas it will be for Macron and the next
UK prime minister to look across the

learnlessons, the
their energy woes lies partly on the
othersideof theChannel.

chris.giles@ft.com
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Reckitt Benckiser: no avoiding inflection
Organic sales growth has improved markedly since Laxman Narasimhan arrived. But the shift was amplified
by the pandemic and no clear frend has set in since. The pandemic boost partly came from Increased sales of
. disinfectants. The shares have rebounded, but they have galned little overall during Narasimhan's fenure.
Twltters @FTLex Reckitt: like-for-like sales growth Shargs have improved
Quarterly, per cant only in the past year
Total return (rebased)
Laxman Narasimhan joins as CEO — " = Reckitt Benckiser — Euro Stoxx Personal
. February. Meanwhile, shares of both FTSE All-Share & Household Goods for- o
Hong Kong banks: A e | index Index Pay-for-performance:
red flags risen sharply over the same period. l ———gr— 140 table stake
The al f bad | 10 g 120
potential for more bad news
Hong Kong’s lenders once viewed calls for a cautious approach to Hong U\ n 5 W 100 When it comes to American chief
exposure to mainland China as the Kong’s banks as well. - 80 executives, do shareholders get what
magic solution to flagging growth. \ j \ \ N & 80 they pay for? The US Securities and
Instead, their bets on its property 7 v V\_\_ A_/_\_ 'J \ ' S I U U2 D Aug Exchange Commission wants to make
. . . n 2019 2022 .
market have proven costly. Y Combinator: pressing & | Source Refinitty that puzzle easier to evaluate.
Half-year results published by V N \ m 'J Dynamics of Lysol and Dettol growth The boss's remuneration will be
mainland banksthisweek showthe | ON the accelerators 2 | Sales, rounded (ebn) juxtaposed against the total
strains of the local property market \ l m 2019 MLysol [ Dettol shareholder returns of the company
crisis, which is getting worse. Hong Next week, Y Combinator will hold its ‘ 14% and peers in a new table in proxy
Kong peers, despite reassurances, have | 35th Demo Day. Tech start-up founders % of group sales statements, under a rule adopted last
not escaped the fallout. will have just one minute to present week. Sophisticated investors and
Dah Sing Banking Group’s credit their ideas to potential investors. o1 04 06 08 10 12 14 16 18 ) | 22X watchdog groups can do such analysis
impairment losses rose 161 per cent to This year, the stakes are particularly 2002 [ 1 2 3 on their own. Some companies already
HK$305mn ($39mn) in the first half. 1t | high as new chief executive Garry Tan AIEEEIE BT T disclose stock price performance
cited concerns over the real estate will be aware. His recent appointment elsewhere in their proxy statements.
sector in mainland China. HSBC coincides with a sharp downturn in Reckitt Benckiser sells plenty of ‘weeks ago. Healthy operating profit Toughly 14 per cent of sales before But forcing groups to compile and
increased its allowance for expected start-up investment. remedies for coughs and colds. But margins — over 25 per cent —came the pandemic to 23 per cent by the present the data themselves in a
credit losses on loans tied to mainland In the second quarter of the year, since chief Laxman Narasimhan with the interim results, plus the end 0f 2021, Jefferies estimates say. standardised location will be more
property by 62 per cent to $990mn in global start-up funding fell 23 per cent joined three years ago, hehashadto | promise of better sales and profitability | One would expect that proportion to powerful. Lawyers are naturally

the six months to June.

Hong Kong lenders’ move into
mainland China, which started in the
1990s, has accelerated rapidly in the
Ppast six years as growth in the city
slowed.

The strategy gained momentum as
Hong Kong’s outlook darkened
following the 2019 outbreak of political
unrest in the city. Today, loans to
mainland China account for more than
a third of the total loan portfolio of the
city’s smaller banks.

Some perspective is needed. On a
percentage basis, the sector’s exposure
is not a cause for panic on its own.
Unlike the largest mainland Chinese
banks, for which outstanding real
estate loans make up about a third of
their total loans, Hong Kong’s largest
lenders are a more cautious lot. They
have less than 5 per cent of their total
loan books in the mainland property
sector. HSBC’s exposure, for example,
of $21bn at the end of last year makes
up asmall fraction of its $1.1tn of net
loans and advances to customers.

Scope for further damage remains.
The latest surge in non-performing

from the previous quarter to just over
$108.bn, according to CB Insights.
Megaround investments of $100mn
ormore fell almost a third. This drop
reflects the fall in public market share

focus on healing Reckitt itself.
Yesterday, the FTSE 100 company
announced that its doctor is leaving
at the end of this month to return to
the US. That came as a surprise to

Pprices. In May, Y C warned shareholders. Its share price fell more
start-ups to plan for the worst. than 4 per cent on the day.

So-called accelerators live at the That is understandable. Reckitt:
sharpest end of the start-up funding had managed to have a decent

ecosystem, backing ideas that may not
yet be products. Few make it to the
nextround of funding.

The rise of software companies that
do not carry big upfront costs has made
the business of early-stage mvestlng
more lucrative. Butif

pandemic, given its relative strength
in popular disinfection products such
as Dettol, and especially Lysol in the
US. Sales of these have held up
reasonably well, even this year.
Better yet, Narasimhan could
report promising vital signs just six

firms reconsider their investment.
plans, accelerators could struggle to
sell their start-up stakes.

Launched in 2005, Y Combinator is
the best known of the Silicon Valley
accelerators. Its alumni includes
Airbnb and payments group Stripe. As
more rivals have appeared, it has tried
to differentiate itself by offering more
money. In addition to offering $125,000
for 7 per cent of equity, it offers
$375,000 in the form of notes that
convert to equity. It has also increased

loans to the real estate sector as the size of its intake. A decade ago, ¥

reported by mainland Chinese banks Combinator would take on justa

suggests more bad news lies ahead. handful of start-ups twice a year. Its
An 80-fold increase in these bad last batch had more than 400.

loans over a six-month period to June The slowdown offers a chance to

at Postal Savings Bank of China, one of | reflect on this model. Instead of trying

the counn'y’s largest lenders, offers one bo elbow outrivals by backing ever-

warning. The rapidly spreadi rs of start-ups,

homeowner boycotts on mortgage
payments is another. Its share price has
dropped 30 per cent since peaking in

¥ Combinator could return to its roots
and focus on a smaller number of
companies, providing them with more

assistance. The next round of world-
changing start-ups could be in the
making,

Nvidia:
reality check

‘Nvidia is known for its bet on cutting-
edge graphics chips, the kind designed
to power a gamer-led metaverse. But a
front row to the virtual universe cannot
shield it from some real world woes.

The US group, whose $334bn market
value malkes it the world’s second most
valuable semiconductor maker after
Taiwan’s TSMC, has found itself caught
out by the fractious relationship
between the US and China.

The White House wants to make it

to come for the full year. decline as the pandemic recedes. worried about another disclosure
That, plus a boost to its US infant- Narasimhan has a job offer in the burden. But if shareholders bear the
formula business earlier this year, has ‘US. But his early departure will burden and benefits of pay, clear data
made Reckitt's shares a winner. While concern shareholders. about that bargain seems reasonable.
they have climbed 13 per cent over the Reckitt has turned to one of its Summary compensation tables
past year, Furope’s Stoxx Personal & senior board members, Nicandro currently value pay packages at “fair
Household Goods index has fallen by Durante, as an interim choice while value” at the time of grant, though
single digits. The question is whether the group searches for a replacement. stock-based compensation fluctuates
Narasimhan deserves all the credit. Any active management of the over time. The new rule requires
True, he has helped to reversealong | group’s portfolio seems unlikely until companies to show “actual” pay that.
trend of diminishing percentage a fresh pair of eyes arrives. accounts for the change in the value of
growth of its organic, like for like, sales. Reckitt’s occasionally feverish equity awards from grant date.
But the organic top-line growth has growth begs the question of what Most interestingly, a company will be
vacillated widely, mostly because of the | happens after its disinfection-goods required to select a financial metric
impact of its disinfection businesses. turnover normalises. It is enough to that it believes best explains its pay
Together, Lysol and Dettol went from | give shareholders the shivers. practices. A tech company, one could
imagine, would favour overall revenue
growth. A bank, on the other hand,
might choose return on equity.
harder for Beijing to obtain ad: d power. But. are now cutting The median pay for CEOs in 2021 hit
chip technology. This week it ordered back on discretionary spending. Sales arecord high of $14.5mn, a 17 per cent
Nvidia to stop selling two of its top of tech devices and chip demand have rise from 2020 which itself wasa
computing chips to companies in dipped. At Nvidia's key gaming unit, record year, research firm Equilar says.
China. Nvidia warned that the new ‘which makes graphics processors used Bosses would argue that sharp stock
licensing requirements could cost it as in PC gaming, sales fell by a third market rises justifies such pay
much as $400mn in lost sales for the during the second quarter. Demand is packages. A few years back the SEC
current quarter. not expected to rebound anyti d another pay discl

A 12 per cent drop in Nvidia's share
price suggests investors believe the
losses will increase if Washington
moves to widen the scope of its export
ban. China is one of Nvidia’s biggest
markets. The country accounted for
$7.1bn in revenue, or 26 per cent of the
group total, last year.

Nvidia cannot easily source
alternative markets for its chips. The
pandemic triggered a surge in demand
for PCs, video game consoles and other
electronic devices that Nvidia's chips

1t is not alone. Global chip revenue is
expected to grow just 7.4 per cent in
2022 and will contract 2.5 per cent in
2023, research group Gartner says.

But a temporary lull in the chip cycle
may not be Nvidia’s biggest worry.

The White House’s determination to
create a homegrown chip sector has
spurred Beijing to funnel more
resources into building up its own
chipmakers and suppliers. This desire
for self-sufficiency on both sides could

change the global chip market for good.

change. Companies are now required to
disclose the ratio of CEO pay to the
median worker. Equilar’s data shows
that in 2021 that gap widened from
166:1 to 186:1. Perhaps a bold CEO will
choose to cite restraining ordinary
worker pay as the justification for his
or her own million-dollar pay package.
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 giving puzzle @

11 Work around weak material (5)
12 Bird gives donkey hesitation when

entering wood (9)

14 Report of deposit being expected (3)

15 Strong man out o protect one, having
right heavenly body (74)

17 We need fewer to file around prominent

landmark (6,5)

19 The old man had temporary lodgings (3)

20 Deal roughly with fellow, northern
worker being kept in (%)

22 Cockney school? It did for Harold or

Robin! (5)

24 A gang crossing island is becoming

apparent (7)

26 One theologian entertained by monarch

is fooling around

27 Avoid magistrate, admitting misdeed

finally (5)

28 Odd roses | arranged in entrances (4,5

DOWN

1 Land journey - female heading off (5)
2 Line on outside of material that's cheap.

and apt o rip? (7)

3 Standard email form needs to be revised
9)

& Former lover, a dear pest troubled and
an

annoyed

5 Thus cone art form puts Greek character

off 3)

6 Joint aching excessively? Not entirely

7 “To the biblical city first!™: is that what |

say?

8 Quiet football official, having made a
mistake, is favoured (9)

13 Awful whisper on troubled deck - with
sailor in danger of being this? (1)

14 A country with a vision? (9)

16 Decorated message from successful

angler? (9

18 Made up fo be appealing to the opposite

sex? (7)

19 Drink one firm provided in entrance o

building? (7}

21 Lively time in which one's turning 51 ()
23 Pay comics, including foremost of

entertainers (5)

25 Fuel additional to requirements? Not

hydrogen (3
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Courtesy watches create
fresh collectors market

Customers see the
appeal of not-for-
sale timepieces,
says Kate Youde

en years ago this month,
Hublot launched a watch
thatwas exclusive to its bou-
tiques. The Atelier was not
available to buy, but loaned
to customers who left their own time-
piecein the storefor service or repair.

A decade on, this black composite
model with quartz movement attracts
attention among collectors. “There is an
interest in these Atelier watches, as they
arenot for sale,” says RicardoGuadalupe,
Hublot chief executive. Due to a lack of
stock, the watch is nowissued only “spo-
radically in some exceptional cases”.

over the years, a number of brands
have offered this aftersales service,
which is comparable to the courtesy
vehicle available o car drivers. In some
cases, these service watches have

inspired commercial designs. In others,
their historyis shrouded in mystery.

When launching the Atelier, Guada-
lupe said it would enable a customer to
“remain both physically and emotion-
ally connected to Hublot”. A similar
sentiment inspired the British brand,
Bamford Watch Department, to launch
its own quartz service watch, in March
2017: “it kept our name on their wrist”,
says founder George Bamford.

Despite having “property of Bamford
‘Watch Department” on the dial, none of
the 97 service watches that left the com-
pany made their way back, bringing the
loan scheme to an end. The piece is “in
quite a few people’s collections”, says
Bamford. “There’s one or two times
where I've seen people with their brief-
case full of different watches and I've
gone, “What the hell is my service watch
doingin there?”

When a client telephoned Bamford
asking to buy four, he launched his
other business, Bamford London, with
an upgraded version of the service
watch — the Bamford Mayfair — in
November 2017. Bamford recently
started collecting service watches and
boughta Hublot Atelieron eBay.

‘People
thought the
service
watch
would be
worth more
than their
personal
watchand
never
brought it
back’

Guadalupe says some clients “were so
fond of their Atelier watch that [the]
decision was exceptionally made to
offerittothem” Hublot — which Guada-
lupe says first offered a courtesy watch
under its founder Carlo Crocco, follow-
ingthe launch of the Swiss brand in1980
— also reproduced the Atelier to give to
guests who travelled to the Fifa World
CupinBrazil, in 2014,

‘Wempe, which sells its own and other
brands’ watches, does not worry about
returns: it gifts its quartz service watch to
customers. The German retailer issued
3,600 of its free men’s model (with a
40mm dial) and 3,300 of the 35mm
‘women’s version in 2019. It declined to
disclosethe cost toits business.

Lynn Schroeder, managing director of
Wempe UK, says take-up has decreased
during the 15-20 years the company has
offered the service, which is available in
its 32 showrooms worldwide. She says
around 20 per cent of customers who
leave their timepiece for checks or repair
accept the free watch. “Now, with all the
smartphone functions and the smart-
‘watches, people [already] have a second
‘watch,” she explains.

Continued on page 4

- S

Collaboration Helping jewelle

s find the right fone

An accident led Fleur Damman-van Gelder fo

discover Marc Mulders' art and then to echo his

work In her new collection. Combining an
awareness of abstract arfist Mark Rothko's.
colour field paintings, that aimed to elicit an

emotional response, and her own experience of
how colour can affect mood, she explains how she
found the right hues for the gold jewellery In
Mulders’ pastel palette — those that made her
“feel”. Page 11
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You've got the bespoke
classic car — now find a
watch to go with it

Singer Reimagined
Carrestorer’s watch
brand is a hit with
loyal customers, writes
Simon de Burton

hile many classic car

enthusiasts still regard

originality as king, a

whole newarea of inter-

est has grown up
around “restomods” and “backdates” —
historic models that are expensively
modernised without compromising
their intrinsic character.

And among the specialists who have
helped create this booming market is
Rob Dickinson, formerly guitarist and
singer with rock band Catherine Wheel.
He set-up California-based Singer Vehi-
cle Designin2009.

Dickinson’s mission was to upgrade

il atreocled

watches, too. So it makes sense that, in
2017, Dickinson teamed up with indus-
trial designer Marco Borraccino to
launch a chronograph under the Singer
Reimagined brand name — to comple-
ment Singer’s cars and to appeal to its
wealthy buyers.

The result could be described as a
horological interpretation of the Singer
philosophy, inasmuch as it is a watch
with retro looks that combines an inno-
vative movement designed by inde-
pendent master watchmaker Jean-Marc
Wiederrecht.

His business, Agenhor, invents and
creates remarkably complex mecha-
nisms for leading luxury houses such as
Hermés, Fabergé and Van Cleef & Arpels.

80, the main feature of the 43mm
Trackl watch, for example, is Wieder-
recht’s AgenGraphe movement (ver-
sions of which have also been supplied
to Fabergé and Hermes), which brings
together all the ch h functi

from SFr45,000 (£39,000) to as much
as 8Fr90,000 — prices that those who
can afford a Singer-enhanced 911 are
unlikelytobe fazed by.

Two years ago, Singer Reimagined
also launched a minimalist watch called
the Flytrack with another new Agenhor
movement: this time, a hand-wound
effort that shows the time using a single
hand for the minutes and a rotating ring
forthe hours.

Its most notable feature, however, is
its “sweep” seconds hand that, when
controlled by the push-piece at the
2 o’clock position, works as a flyback
chronograph that can be stopped
and instantly reset in order to time
short-term events or for precise time-

setting.

Then, at last weekend’s Geneva Watch
Days, Borraccino unveiled an all-new
version of the Track1 that combines the
brand’s first forged carbon case witha
t dial

inthe centreof thewatchforease of use.
Jumping minute and hour indicators

Porsche 911s (specifi

type 964 models made between 1989
and 1994) and transform them into

iculously englneered, no-exp

spared 21st-century supercars that
combine old-school appeal with
present-day performance for anyone
withupwards of $500,000 to spend.

It proved so successful that, five years
ago, Singer joined forces with Oxford-
based williams Advanced Engineering
and Porsche doyen Hans Mezger to
develop a new programme called the
Dynamics and Lightweighting Study
(DLS). This hasled to the production of
75 cars with ultralight bodies and 500-
horsepower engines.

Despite a price tag of $2.1mn, more
than 100 people applied to buy the DLS
models — which are engineered and
built in the UK — and 25 are due to be
delivered by the end of this year.

It has become a truism that people
who like interesting and valuable cars

IR R T

PONIE TS

enhance with the chrono-
graph mechanism being connected to
theti ing gears with a:

ing clutch of Wiederrecht’s own design.
Aself-winding rotoris positioned on the
dial side, to allow an unimpeded view of

‘Just as we have delivered
around 200 vehicles since
we launched Singer Vehicle
Design, so we have
delivered around

200 watches’

the 477-part movement through the
transparent caseback.

The Trackl range comprises several
variations onthe theme, includingmod-
els dedicated tothe UAE and Hong Kong
as well as ceramic-cased and skeleton-
dial versions. All are limited editions,

SR LR S R S

The dial design, which takes the form
of the spokes of the Fuchs road wheels
synonymous with classic Porsches, was
firstseen ona gold version of the Trackl
launched in March.

The dial is unusual in being “sus-
pended” above the AgenGraphe move-
ment inordertomakeit visible from the
front of the watch as well as through the
transparent back.

Priced at SFr60,000 plus VAT, it will
be made in 25 examples and is likely,
says Borraccino, to appeal to wealthy
singer enthusiasts in the Middle East
and other Islamic regions where gold is
less popular.

The arrival of this SKLT Carbon Edi-
tion came just days after Singer Vehicle
Design unveiled its first convertible car
— and five years after the founding of

Cloclawise from above: Marco
B and Rob Dick

the

Singer dasasubsidiary of the
overall Singer Group.

“It's well known that carsand watches
go hand in hand and, just as we have
delivered around 200 vehicles since we
launched Singer Vehicle Design, so we

e

TR S R

brand’s Trackl SKLT Carbon
Edition; the Flytrack Barista Edition

suggesting that many people who
bought cars also bought watches,” says.
Dickinson.

“But there is now a real sense that
Marco’s work is breaking through into
thewider world of watch coll

and

“Growing a watch brand is a slow
process, but Singer Reimagined is
clearly attracting respect in its own
industry and is set to grow in a very
interesting way;” he adds — hinting that
thereis

gaining independent legitimacy outside
TR

PR

“There are some incredible products

PR
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Mechanical desk clocks wind their way back to popularity

Homewares Buyers
seek standout design
and a good back-story,
writes Ming Liu

1f mechanical watches seem anachro-
nistic in our digital age, the time-hon-
oured desk clock is perhaps even more
so — but, paradoxically, a luxury item
that is ever more popular.

At this year’s Watches and Wonders
trade fair in Geneva, the storied watch-
maker Jaeger-LeCoultre unveiled two
new models of its Atmos clock: the com-
pany’s famed timepiece that dates back
01928 and which seems torunon air.

Fluctuations in temperature and a
special gas-filled capsule ultimately
wind the clock, with a change of just
one-degree Celsius enough to power the
clock for 48 hours.

In past years, Jaeger-LeCoultre has
sparked interest in Atmos via cross-dis-
ciplinary collaborations with Hermés
and the designer Marc Newson. But, this
year, themaisonlooked within, creating
twonew pieces in-house.

The first was the celestial-themed
Atmos Hybris Mechanica Calibre 590
(€500,000) — the brand’s most com-
plex Atmos to date. Inspired by 18th-
century tellurium mobiles and clocks
that wereused to map time via the skies,
the clock has a tellurium function along-
side the hour, minute, seasons and
zodiac calendar. The clock is limited to
10 pieces, several of which were sold
during the trade fair. The second Jaeger-
LeCoultre clock announced at the show,
the Atmos Infinite (€14,000), is more
minimalistic in style and functionality,
and comes housed in a chic and under-
stated circular glass case.

Catherine Rénier, Jaeger-LeCoultre’s
chief executive, hinted at more Atmos
clocks to come, adding to a collection
that aims to showcase mechanical
“complexity and creativity”. She says
the clocks and their ability to run sus-
tainably onjust a change in temperature
resonate with younger buyers, who
increasingly seek meaningful objects in
a digitalised world.

“There is a return to essentials,” says
Rénier. “Ithink the idea fits what we're
all looking for: something that makes

now, they seem especially popular.
Dome table clocks feature in its Rare
Handcrafts collection, which each year
sees some 40 one-of-a-kind wrist-
watches, pocket watches and table
clocks produced, the latter a kind of
canvas for highlighting métier d'art such
as cloisonné enamelling and engraving.
The dome clocks are highly coveted and
only available to long-term clients, but
they’re not the only Patek Philippe desk
clock high in demand. Last year, for the
biennial Only Watch charity auction,
the watchmaker created a special,
grand complication desk clock (right)
that nodded to a historic 1923 clock
from its archives. The piece sold for
SFr9.5m ($9.96mn) — far exceeding its
estimate of SFr400,000-SFr500,000 —
and accounted for more than 30 per
cent ofthe auction’stotal proceeds.

The 53-lot Only Watch sale featured
three desk clocks in all, including the
one-off Ulysse Nardin UFO, which sold
for nearly five times its high estimate at
SFr380,000. The UFO collection was
created in April last year to commemo-
rate the maison’s 175th birthday, and the

sense —and something deeply rooted in
the timelessnessof objects.”

Patek Philippe has long created desk
clocks, with interest waxing and waning
throughout its 183-year history. But,

Friday 2 September 2022

264mm-tall, th SesnRaY
can playfully oscillate on its axis up to
60 degrees — recalling the maison’s line-
age in 19th-century ship’s watches and
marine chronometers. Limited to 75

Younger buyers
increasingly look for
meaningful objectsin a
digitalised world

Clockwise from above: L'Epée
manufactured MB&F Sherman robot
clock; Monsieur de Chanel
chronosphere; Jaeger-LeCoultre
Atmos Infinite; and Patek Philippe's
Ref. 27000M-001

pieces, the clock quickly sold out, with
Patrick Pruniaux, chief executive of
Ulysse Nardin, adding that the UFO’s
“extremely desirable” contemporary
design, “very easy to understand” specs
— such as a one-year power reserve —
and strong back-story all combined to
makethe clockasuccess.

“I think consumers want to express
themselves differently now,” he says,
adding that buyers of desk clocks also
seek functional items that can be used
daily. “It’s one of the nicer objects that
‘you.can have eitherat home or work.”

Indeed, contemporary, avant-garde
design is seen as the driving force —and
future — of desk clocks. This is most
embodied by the pioneering, independ-
ent watchmaker MB&F, which has been
partnering with the storied Swiss cloclc-
maker L'Epée 1839 since 2014. The pair’s
first collaboration, the sci-fi inspired
starfleet Machine (SFr28,000; limited to
175 pieces) was created by MB&F and
manufactured by L'Epée. It kicked offa
partnership of some two clocks per year,

* FINANCIAL TIMES
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with motifs ranging from robots and
rocketstojellyfish and spiders.

charris Yadigaroglou, MB&F’s chief
‘communications officer; recalls how the
first designs took off and made clocks

cool again.

“They really opened up this whole
new aesthetic,” he says. “Most of the
clocks are not bringing anything mas-
sively new in terms of technology or
technique. It’s the good old clocks
movements we know . . . But they're
more emotional in terms of what they
represent — plus [they] are just cool
objects. These were definitely conver-
sation pieces, whereas the old fashioned
clocks from before were maybe not so

interesting.” To date, MB&F and L’Epée
have created 15 clocks, all limited in
number and priced between SFri0,000
and more than SFr40,000, with the
sweet spot between SFr15,000 to
SF130,000, says Yadigaroglou.

The partnership has transformed
L’Epée’s core business, which has gone
on to produce contemporary desk
clocks for other watchmakers including
Chanel and Bucherer. It was also behind
the Ulysse Nardin UFO. Arnaud Nicolas,
L’Epée’s chief executive and creative
director, says that, since 2014, when it
teamed up with MB&F and started a
new line of contemporary clock design,
revenues have increased between two to
five fold annually. Today, the new line of
clocks accounts for up to 97 per cent of
its business.

There is even interest beyond horol-
ogy and into the art world where, says
Nicolas, the name L'Epée is unknown by
99 per cent of people. He sees a strong
market for these new-age desk clocks,
wherea kind of storytelling has replaced
traditional time telling.

“What we are selling today is a kind of
experience — it’s not a clock anymore,”
says Nicolas, “It’s a piece of art that
speaks to the heart, to the soul. A clock
today should evoke, inspire or even
shock people.”
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Revamping the online pre-owned watch market

Sales Subdial, a digital
marketplace, claims to
make transactions
more transparent.

By Robin Swithinbank

he booming secondary mar-
ket in watches is often seen
as a Wild West, where spec-
ulators push prices through
the roof insearchof bigprof-
its. But the founders of Subdial, a British
online watch-trading platform, aim to
make buying and selling pre-owned
watches more community focused.

Subdial chief executive Ross Crane,
who founded the business with Christy
Davisin 2018, says many of his competi-
tors are like “less reputable estate
agents”, who “promise the moon togeta
transaction, but then can’t fulfil it”.

His company’s approachis to buy, sell
and trade watches via its website, “drop-
ping” a collection of pieces every Thurs-
day. Each watch is examined by a watch-
makerat the company’s base, in Hoxton,
east London, and sold with a 12-month
warranty. Any blemishes are included in
the listing. Crane says Subdial sold 125
watches in July and had a projected
annual revenue of £18mn, based on the
last 60 days’sales.

Allwatches sold aresourced inthe UK
and, post-Brexit, 85 per cent of sales are
domestic. Subdial’s credentials were
boosted last November when investors
sank £4mn intot, adding to £400,000
from a previous funding round. Among
its baclers are John Ayton, founder of
Links of London and Annoushka, as
wellas a former chair of Bremont Watch
Company, and Nick Evans, managing
partner of Active Partners and former
chief executive of Watches of Switzer-
land and Mappin & Webb. Both are now
Snhdial directars. Ronkmaker Paddv

fees and low service levels on peer-to-
peer platforms, or high fees and service
levels via boutiques and dealers. They
aim to sit in between: offering better
service without scalping a sale, encour-
agingenthusiaststo trade more often.
Aswell as committing to open, regular
dialogue during transactions, Crane and
Davis say their prices are set “scientifi-
cally” through daily collecting of second-
ary market data from dealers and plat-
forms around the world, particularly in
the UK, EU, USand Japanese markets.
But the service still comes with a sig-
nificant price tag. If it is selling a watch
on consignment, fees range from 10 to
15 per cent, including VAT, falling as the

walne nf thewatch rises. The nercentace

Payments on watches they buy out-
right, say the founders, are paid into sell-
ers’ accounts the next day, or after 14
days for consigned watches, the point at
‘which the buyer’s return window closes.
“People were shocked when money
landed in their account,” says Davis, who
adds he once waited three months for a
‘watch to be posted on a secondary site.

Subdial arrives in a fast-growing mar-
ket. A report produced by McKinsey
and The Business of Fashion last year pre-
dicted sales of pre-owned watches will
grow 8-10 per cent annually from 2019
to 2025, with values soaring from $18bn
in 2019 to as much as $32bnin2025 —a
figure expected to be more than halfthe

value nfnew-watch sales thatvear.

Ross Crane and Christy Davis,
co-founders of Subdial; each
watch is examined by a
watchmaker at the company’s
base in east London

Perry Gibson

first-hand market,” says Bjérn Timelin,
senior partner at McKinsey and one of
the 2021 report’s authors. “Thirty per
cent of sales were digital in 2019. Thats
expected to reach 45per cent by 2025.”

But he strikes a note of caution.
“Looking ahead, there are some signs
that the market will be more difficult
because of the challenging macroeco-
nomic outlook,” he says, citing high
inflation and Bank of England forecasts
that point toa recession.

Subdial also remains a fledgling
player in a competitive market domi-
nated by the Richemont-owned Watch-
finder, WatchBox of the US, and
Chrono24, which, according to its chief
executive, Tim Stracke, has annual rev-
enues of “significantly north of €2bn” —
dwarfing Subdial’s takings.

Jon Cox, head of Swiss equities at the
financial services company Kepler
Cheuvreux, argues the window is clos-
ing to newcomers. “There are competi-
tors out there offering a similar service
[to Subdial],” he says. “The market is
expanding rapidly so there is room for
all-comers but, eventually, [it] will con-
solidate around the larger players.”

Crane and Davis met at accounting
firm EY in the mid-2010s. Crane had a
degree in industrial economics from
Nottingham University; Davis in psy-
chology and philosophy from Oxford.
“Christy was that guy at EY who every-
one wanted to hate,” says Crane. “He
came in as a graduate, managing man-
agers,whosaid, “This guy’s really annoy-
ing, but he’sreally good.”

Before subdial, they tried an online
grocery business, Dynr. It flopped, but
the experience was invaluable. Neither
Crane nor Davis, who retain about 75 per
cent of Subdial shares, had a background
in watches beyond an “amateur” inter-
estand a few bad experiences of selling
watches online. The business grew
slowly at first, run by the pair from a
front room, with single-figure sales in
each nfthe first six manths. Now it has
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Power’s former chief marketing officer
Christian Woolfenden has also invested.

Crane and Davis say Subdial offers a
trustworthy, managed community to
enthusiasts who once bought and sold
watches on WhatsApp or social media.
Typically, they say, buyers, sellers and
collectors had to choose between low

U —
drops further when a member sells two
watches via the platform, and again
when they sell four or more, to a mini-
mum of 8 per cent for a “grail level”
watch costing £75,000 and up.
Chrono24, the powerful German-based
peer-to-peer online marketplace,
chargesa 6.5per centcommission fee.
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Secondary values have risen sharply
inrecent years, led by in-demand pieces
by Swiss brands such as Rolex and Patek
philippe. Demand post-pandemic has
surged, further inflating prices.
Analysts say Subdial’s digital
approach will help. “The pre-owned
market is much more digital than the

‘[Many competitors]
promise the moon to get
atransaction, but then
can't fulfil it

19staffand has movedtonewpremses.

The companys investors say its focus.
onplain ingand consumer experi-
ence will prove critical. In the words of
Ayton: “Subdial offers transparency and
honest pricing in a market that is grow-
ingsofast and yet, for many collectors, is
confusing and opaque.”

Lange marks
car show

market. Its Spence 300 measures less
than1imm in thickness butis
guaranteed waterproof formore than
300 metres. Designed in the UK, the

Quietly successful

Roventa-Henex, adiscreet Bienne-based
‘business that designs, developsand

watch uses aJapanese Miyota automatic makﬂ;wak:hes for manysvmss brands
Y A and is. inHong h da major
Kong—henceapricetag ofjust£500. byits managemenlhoa[d Chief
with special | ks e
. watch is supplied with both a metal Philippe Merk have each acquireda 30
19 8 5 braceletand aleather strap. per centstake from Munich-based
plece investmentcompany Findos, which
retains 40 per cent. Biard moved to
Red alert Roventa-Henex in 2019 after
German brand Nomos is doing leaving his role as chief executive of
High-end German watchmaker ALange | itsbitto help intheworld’s Corum, while Merk — formerly
&Schne isshowcasinga unique disaster zones withthe chief executive of Maurice
Hampton Courtedition of its 1815 introduction of a special Lacroixand then Audemars
Flyback Chronograph (ngflt) atthe version of its best-selling .. Piguet—joined the boardin
Concoursof El show, del, called . 2015. The companywas
which starts today at Hampton Court. theRed Twelve. founded in1959 by Norbert
Palace, near London. A Lange & Shne Prompted bya spate of schenkel and produced
hasbeenapartner ofthe concourssince | heatwaves, droughts, TagHeuer’s entire
2018, butthis is the first time it has cropfailures, the output during the 1980s,
created awatch dedicated tothe event. Covid-19 pandemicand aswell as watches for
The piece will subsequently be the Ukraine war, the Red fashion brandssuchas
ioned at Philli on Twelve will rai Fendiand Gueci. Biard says it
6, withallp dsgoingto | for Méd, | now concentratesonlow
the Prince’s Trust. Frontiéres with €100 from volume production for bothbig
thesale ofeach €1,620 watch name brands (most of which
going to the aid charity. MSF demand anonymity) and smaller
Rose to the cha]lenge celebrates its 50th antnyiversary ind@endmxumciy asthe UK-
One ofthe rarestand most unusual this year. basedFarer.
Cartier watches ofthe past 50 years is
expected to sell forup to €400,000at >
e Parsanctonhoneon | INOW, time to buy Defender of the watch
September 27. Made from three colours | ApairofOmegawatcheswornbyDaniel | Dorset-based adventure watchmaker
of18-carat gold moulded intotheshape | Craigin No TimetoDie—hislast Elliot Brown | has collaborated withLand
of a Bedouin head dress called a Cheich, JamesBond —. Rovertop ial edition that
the watch was awarded to Belgian 60 lomof()o7memorablllabemg celebratesarunof25 worksvs Trophy
motorcycleracer Gaston Rahierin1985 | auctioned for charity by Christie’sand it on
for winning the gruelling Paris-Dalar EonProductions this month tomark 60 examples of the classic Defender. Eachof
rally two years running. Only twoother ~ yearsof Bond films. A titanium the 1,000 watches has a dial treated with
Cheich watches have been 7 Seamaster Diver 300manda three colours of luminous material that
made, Rahierdiedin Seamaster AquaTerra glows white, ice blue and pale greenin
2005and his family has 150m are up for grabs. the dark — replicating the camouflage
kepthiswatch andits Alsoonofferwillbea pattern ofthe Trophy IT's paintwork. The
original boxin f dialalso hi of different
pristine condition. Defender models wlulethe matt-finish,
dwitha
further camoeffect. Each £595 watch is
Taycan play supplied withan ltraviolet torchto
that game material inorderto
reveal the camouflage dial.
Tag Hea\ie[d]:as lau;mhed 1 7 [ ml::lglxﬁon (mlye;entls
aspedial edition of its 4 wceinLondonon
Cogiected smartwatch as part Sepmmberlis withafurther, The three Georges
ofits partnership with carmaker online-only sale nunning from Atrio of wrist watches bythe celebrated
Porsche. The software inside the September15untiljames Bond Dayon English maker George Daniels are
touchscreen watchenablesitto pair October 5. expected to fetch more than SFr2mn
with the management systems of between them when they come under
Panamera, Cayenne and Macan hybrid L) the hammer atPhillips Geneva on
Porsches as well as the all-electric Tale of two cities November 5. Thepickof thethree is the

Taycan. Oncelinked, the £2,300 watch
will display total mileage, electricand

The organisersof Dubai Watch Week
are staginga Horology Forum in New

petrol

The full skinny

spinnaker, the affordable watch range
belongingto UK-based Dartmouth
brands, claims to have created the
thinnest mechanical divernodel on the

unique, yellow gold spring case
tourbillon completed in1992 and never
‘before seen atauction. Entirely

dbatterytemp Yorlz thatwill include ed
di ive experiences. The | hand.
weekend eve nt, happening on

September 24-and 25, will bethe
eighth forum since 2015 and among
topicson theagenda will be the current
status of American watch making and
the effects of NFTs in luxury products.

de by Daniels, whodied in2011,
itwas oneofonly two wristwatches he
created for his own use. In June, Phillips
sold a Daniels Anniversary for £1.9mn,
the most ever paid for a wristwatch bya
British maker.

Simon de Burton
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The ‘hidden business of

Swiss watchmakers
use techniques new
and old to bring
heirlooms back to life,
writes Simon de Burton

{ e are totally commit-
ted to servicing and
repairing any time-
piece we have ever
made,” promises

Christian Selmoni, the style and herit-

agedirector at Vacheron Constantin.

such anattitudeis increasingly rare in
today’s throwaway society — and the
fact that the Swiss brand really will fix
any watch that has left its Geneva works
seems all the more remarkable given

that the business was founded in 1755.

As the oldest watch manufacturer to
have remained in continuous produc-
tion, Vacheron Constantin has always
welcomed requests from clients to keep
their beloved heirlooms running
smoothly for another fewdecades.

But the explosion of interest in vin-
tage watches that hasocourredin recent
years has sent the brand’s restoration
department into overdrive — and

many other to
beef ny their aftersales service, even for
modelsa centuryold or more.

Rolex, which once had a reputation
for prioritising the sale of new watches
over maintaining many of its historic

restoration

Clockwise from main: Christian
sSelmoni; Patek Philippe’s historical
archives; a restoration in progress;
the Don Pancho watch

facture for restoration each year. “We
recently received a Reference G381
chronograph from February 1969, mean-
ing it was one of the very first made. It
was sent in for restoration but needed
absolutely nothing other than a basic
service as it had been locked in asafeand
never worn. It had been in the owner’s
family from new and, in the end, we
‘bought itfrom him and offered it through
Zenith Icons. Itsold for SFr50,000.”
According to Nicholas Biebuyck, her-
itage director at Tag Heuer, preserving
such originality is critical for a restora-
tion department — particularly in the
case of the highly collectable Heuer
models made between 1958 and 1979.
“There has been a big philosophical
shift in the watch world,” he says.
“Whereas it was once thought a good
idea toreturn anold watch in brand new
condition without asking the client if
that was what they wanted, it is now
thought much better to preserve as
much as possible — so, although we can
Tenew everything, we tend to advise
against it, especially with rarer models.”
Biebuycl says the restoration depart-
menthas returned to full working order
watches dating back to 1916, as well as
several Autavia dashboard timers from
the1930s.It often calls on the ultra high-
tech Tag Heuer Institute for its scanning

‘Courtesy’
watches
create fresh
collectors’
market

Continued from page 1

Wempe will replace the battery and
black leather strap of its service watch
on request, but not all were designed to
last. In the early1980s, accordingto Bul-
gari’s product creation executive direc-
tor Fabrizio Buonamassa stigliani, the
Italian house issued customers with a
black plastic quartz piece with “service
watch” on the dial. The case back could
notbe opened for repairs.

However, the popular design inspired
a model that could be bought (and
repaired): the City limited edition,
released in 1993. This black plastic

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F02&ts=2022090119464 3&uq=20220804 103507
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models, now operatesa restoration atel-
ier at its Geneva headquarters. Here,
handpicked master watchmakers use a
combination of traditional and modern
techniques to ensure vintage pieces run
like new but retain the patinaofage.

Its a similar situation at other blue-
chip makers, such as Audemars Piguet
and Patek Philippe — the latter of which
requires any watch of more than 35
years old to be returned to its Geneva
manufacturein order to “preserveorigi-
nal condition from the technical and
aesthetic perspective”. That means
using original parts and “legacy tech-
niques that date back to the epoch when
the watch was crafted” — itis a process
that can take uptotwoyears.

Selmoni says Vacheron’s restoration
workshop is one of the company’s hid-
den gems, in which the same tools —
including treadle-driven lathes and
other fully-analogue machines — are
used to ensure that components can be
remade to the exact specification of the
originals.

Last year, to mark a century since the
launch of its American 1921 driver’s

watch, the workshop used 100-year-old
drawings, tools, techniques and compo-
nents to produce a faithful recreation of
one of the original 24 examples.

“The American 1921 from that actual
year is an incredibly rare watch and we
have very few in our collection,” says Sel-
moni. “Recreating it in exactly the same
way that it was made all those years ago
enabled usto showcase just what the res-
toration workshopiscapable of.”

Indeed, such are its capabilities that
when a unique, tonneau-cased, minute-
repeating, retrograde calendar watch
was consigned to Phillips in 2019, the
auction house sent it to Vacheron for
restoration before offeringitfor sale.

Previously believed lost, it was a spe-
cial order for a wealthy Spaniard known
as Don Pancho (a nickname subse-
quently applied to the watch) who paid
SFr3,750 (£3,300) for it in 1940. After
arriving at the restoration workshop in
a neglected state, having spent years
locked in a humid vault, the watch left
looking just as itwould have done when
new, but with its originality intact. It
was sold for SFr740,000.
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The LVMH-owned brand Zenith hasa
similar commitment to preserving the
past, despite a blip during the early
1970s when its then owner — Chicago’s
Zenith Radio Company — attempted to
dump much of the manufacture
machinery and spare parts in favour of a
shiftto quartz movements.

Fortunately, the vast majority of
inventory, along with the vital tooling
required to make Zenith’s famed El
Primero automatic chronograph move-
ment, was hidden away for future use by
rebel engineer Charles Vermot.

To visit the archive at its Le Locle
manufacture today is to step back in
time. Shelves groan not only with spare
parts for watches dating back to Zenith's
founding in 1865, but also with original
straps, bracelets, buckles, old stock
movements and even complete, unsold
watches. “We do an annual audit and,
‘while I don'tknow the specific number, I
can confidently say that there are sev-
eral million historic components availa-
ble, which enable usto service, repair or
restorevirtually anywatch

("
made,” says Romain Marietta, Zenith's

product development and heritage
irector.

He says there hasbeena “huge boom™
in the number of older watches being
sent back to Zenith for repair and resto-
ration, both due to increased awareness
of the brand and because of the success
of its Icons offering — a range of fully
restored and guaranteed vintage mod-
els that can be bought through the firm’s
global boutiques.

since the initiative was launched in
2019, 22 Icon watches have been sold
and, says Marietta, the planis to roll out
further restored models from the late
1970s and *80s before gradually moving
toothers made inthe ’90s.

Unlike some high-end makers, Zenith
also happily accepts vintage watches
from its shortlived quartz era for resto-
ration, as well as its traditionally more
valuable and sought-after mechanical
models. “Zenith made some extremely
cool quartz watches during the 1970s,
such as the Time Command world time
model,” says Marietta.

Marietta estimates that up to 3,000
vintage watches arrive back at the manu-

and 3D manufacturing facilities, which
enable perfect replicas of otherwise

unobtainable parts to be made.
“One very important aspect is that
any remade component is always
ly no

mechanical watch had Bulgari-Bulgari
on the bezel and gold details such as
hands, crown, indexes and screws.
Alexandre Ghotbi, head of watches at
Phillips for continental Europe and the

stamped ‘TH’ so there is absol
confusion about originality if the watch
issubsequently offered for sale,”hesays.

The genuineness of some watches,
however, is never in question — such as
in the case of the ultra-rare, 18-carat
gold Heuer Carrera that arrived at the
heritage department last year for aserv-
ice and refresh.

“It turned out to be the watch Jack
Heuer presented to five-times Le Mans.
winner Derek Bell when he was driving
in F1 for Ferrari — and, of course, Derek
still ownsit and clearly loves it.

“We have a particular affection for
him at Tag Heuer, not least because he
‘was the man who taught Steve McQueen
to drive the Porsche 917 in the film Le
‘Mans, which made the Monaco watch so
famous. That alone makes Derek a part
of the brand’s history — so there was no
way we were going to charge him to
service his watch.”

Jean Arnault: Louis Vuitton
can be a horology academy

Reinvention The luxury
brand will host a contest for
start-ups to celebrate 20
years of watchmaking,
writes Nicholas Foulkes

It has been 20 years since Louis
Vuitton entered the watch market and
Jean Arnault, its marketing and
development director, uses an
anthropomorphic analogy to describe a
brand that he says is on the threshold
of maturity. “Twenty years of
watchmaking is obviously not a long
time;” he admits. “But, if you compare
it to a human being, when you're 20,
you've a lot of tough choices to make:
either you're going into advanced
academics, or you decide to start
working straight away and begin your
career path.”

As the youngest son of Bernard
Armault — billionaire owner of luxury
parent group LVMH — Jean may
be only three years older
than the watch brand he is
working for, but he is
already considering
what the next 20 years
might bring for
Vuitton’s watches.

The brand’s
signature watch \
design has been the
Tambour —a bulbous,
drum-like case shape
which has been central to
Vuitton’s development, and
the anniversary is being
marked with the Tambour
Twenty (pictured above). It is
a 200-piece limited edition
chronograph, equipped with
amodified E1 Primero calibre
from Zenith, also part of the
LVMH watch stable. The new
model has been entered into
this year’s Grand Prix d’'Horlogerie de
Genéve (GPHG) — the Oscars of the
watch world.

However, this month sees another
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anniversary chez Vuitton, which has
already brought awards. Arnault is
marking his first year at the helm of
the brand’s watch division, having
notched up two wins at the GPHG in
that time — one for best diving
watch and the audacity prize

for its half-million-euro Carpe

Diem timepiece (pictured
below, far right).

“Some people say that the
GPHG award is not worth
much commercially,
butit made a huge
impact, both
commercially and in
terms of reputation,”
he observes. “We're
surprised by the
number of traditional
collectors we recruited
through that piece. Initially,
markets told us we would be
able to sell three, now we have
orders for 30.”

Vuitton's watches can be
found only in the brand’s 200 own

5—3 boutiques, with online sales
| = ]
- ~

accounting for “low two figures
in terms of percentage”.
LVMH, overall,
reported higher-than-
ected revenue of
| €18.4bn for the
second quarter of
_ this year — but the
J wo rld’s biggest uxury
o~ group does not disclose
figures for its individual
Tuxury brands — let alone
product sectors within brands.
Arnault gives an indication,
though. He likens his high
watchmaking business to that
of fellow Swiss independent
‘brands such as FP Journe and
De Bethune. And he describes
the core business in mechanical
timepieces, up to around
€12,000 per watch, as being
similar to the size of LVMH stablemate
Zenith. Very roughly, this equates to
around 25,000 pieces per annum.
However, unlike the independent.

brands or indeed Zenith, Vuitton has
invested “significant resources” in the
development of its own connected
smartwatch, the Tambour Horizon,
‘which he says is half of the business.
The beauty of Vuitton, he adds,
is that it can focus on the high
craftsmanship of both the
mechanical and electronic
aspects of making
smartwatches.
There isa tendency
to underestimate the
Y, amount of work that

¥~ Arnault explains,
but he wants to
double down on
/" investmentand expand
the brand’s resources.
At the end of last year,
Vuitton purchased Micro
Edge, a small watchmaking

E supplier that specialises in

‘watchmaking components: tourbillon
cages, levers and gears, minute
repeater gongs and the like.

Vuitton plans to have almost every
component designed, manufactured
and assembled at La Fabrique du
Temps, the brand’s eight-year-old
‘watch factory in Geneva, to which the
new workforce will relocate. The
factory employs about 100 pecple,
‘with another 20 joining from Micro
Edge. “Our goal in the next six months
is to have everybody under one roof.”

Arnault has even bigger plans for the
factory: “I want to turn it into an
academy for high watchmaking.” As
part of the 20th anniversary
celebrations, a competition will be
announced, inviting young
independent watchmakers to present
their creations to the public and a
panel of experts, with Vuitton offering
support to the winner.

Arnault also plans to revive the
Daniel Roth brand, part of LVMEH-
owned jeweller Bulgari.

In the 1970s, as one of the pioneer
independents, Roth played a crucial

Jean Arnault plans to revive the Daniel
Systermans

‘The GPHG award
made a huge impact,
both commercially
and in terms of
reputation’

* FINANCIAL TIMES
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role in the relaunch of Breguet —a.
favourite of French royalty. He
subsequently launched his eponymous
brand in 1990, which was acquired by
Bulgari in 2000 but has remained
dormant for many years.

“We decided with Bulgari that we
‘would jointly build the company as a
separate entity of LVMH, respecting its
high watchmaking roots,” says Arnault.
Given his obvious enthusiasm for
the culture and history of the
craft, high watchmaking looks

set to become more important
— in terms of both
complications and finishing.

Arnault can also be expected

to address current limitations in
oy the range, such as the absence
of an elegant integrated case and
a bracelet sports watch.

But he is not yet ready to reveal
details: “Today we're focused on the
anniversary, but next year is going to
e something interesting.”

largely a “thing of the past”. He says they
tend to be “cheaper” plasticquartz pieces
that, while “fun’, arenotcollectible.

One exception is a steel mechanical
piece issued by A Lange & S¢hne. “They
were watches that were never produced
but still high-end and a lot of people
considered that, actually, the service
watch would be worth more than their
personal watch and they never brought
itback,” says Ghotbi.

Sotheby’s was dueto offer a steel 1815
model with “Property of Lange Uhren
GmbH” engraved on the case back in
November 2019. But it withdrew the
watch, which it dated c2002, ahead of
the sale with the agreement of the con-
signor. Sotheby’s and A Lange & S5hne
declined tocomment.

Service watches rarely appear at auc-
tion, though the Parisian auction house
Pestel-Debord has, in the past decade,

Christie’s sold a stainless
steel Patek Philippe service
watch with two-piece
curved hooded lugs, dated
1953, for $47,500 last year

sold a handful made by the French
mass-market brand Lip between 1964
and 1966. These pieces, which have an
electromechanical movement and a
large second hand shaped like a light-
ningbolt, feature the phrase “Aprés vente
votre horloger vous préte l'heure” (After
sale your watchmaker lends you the
time) on thedial.

Pierre-Alain Berard, general man-
ager of Lip, who thinks the company
started making service watches in the
1950s and stopped in the 1980s, says it
began printing on the dial because cus-
tomers did not return the original loan
watches as they were “better looking
than the one which was in [for] repair”.
It seems to have worked: he says the
watches are now collectible due to their
rarity as people did not keep them
because of the large writing.

The brand has released new watches
featuring the same phrase in the Asian
marketin the past five years. “The Japa-
nese find [it] quite fun and interesting
to have this big French writing on the
dial,” says Berard.

Last year, Christie’s sold a stainless.
steel Patek Philippe service watch,
dated c1953, for $47,500. The lot essay
suggested three other examples had
been identified from the market but a
Patek Philippe spokesperson says it was
“anexceptional case”,

Omega’s Loyalty Watch programme
provides “long-established” customers
with a Speedmaster, Seamaster Diver
300m or Ladymatic while their own
Omega is being serviced through one of
50 boutiques. Omega has not experi-
enced any losses since the scheme’s
launch in 2015, nor does it expect to do
s0. Clients can buy the same model as the
borrowed watch.

These days, it is unusual for a com-
pany to lend a customer a specially-
made service watch. Hublot chief exec-
utive Guadalupe says the brand is
reviewingwhether to reactivate its serv-
ice globally. “Currently, itis only excep-
tional because we are checking if we
want to produce new Atelier watches to
offer to our clients,” he says. If Hublot
decides not to restock, the practice of
lending a customer a specially made
servicewatchwillbecome even rarer.

o
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THE NEW 1932 COLLECTION CELEBRATES THE 90™ ANNIVERSARY
OF THE BIJOUX DE DIAMANTS COLLECTION, CREATED IN 1932 BY GABRIELLE CHANEL.

CHANEL.COM

TRANSFORMABLE ALLURE CELESTE NECKLACE IN WHITE GOLD AND DIAMONDS, WITH A 55.55-CARAT OVAL-CUT SAPPHIRE.
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Treasured designs tell tales of Indian heritage

rowing up in India, interior designer Charu

Gandhi learnt to appreciate jewellery as

something meaningful through family stories.

Her grandparents left what is now Pakistan

during partition in 1947 with only a couple of
trunks of belongings. “Icome from a family that had alot
ofland, these beautiful homes . .. but all that’s really left
of that legacy is the jewellery,” says Gandhi, founder of the
London design studio Elicyon.

Most of her collection is inherited traditional Indian
pieces but she has also bought contemporary jewellery
during visits to the annual Goldsmiths’ Fair in London,
with her silversmith mother, Manju.

Gandhi was partof the judging panel that selected the
136 jewellers and silversmiths exhibiting at this year’ fair,
which runs from September 27-October 9, and says the
experience taught her much about provenance that will
inform her future collecting.

“There were some pieces that maybe, at surface, I
wouldn't have apportioned much value to but other jurors
talked about the specifics of the making,” she says.
“Whereas there were pieces that were very striking, but
the panel talked about . . . how there was a technique that
had been used that actually wasn't that much associated
with handicraft”

Barbara Christie brooch (c2008)
This silver brooch with gold etching was one of her early
Goldsmiths’ Fair purchases with her mother. Christie
taught Gandhi’s mother jewellery design at Central Saint
Martins, an art school in London.

“[The brooch] was the beginning of a shift for me — from
buying jewellery that was always gem based, quite

elaborate and high value, to buying something very
architectural, quite simple, but made by someone we
would call a master silversmith and appreciating it for its
making, simplicity and purity of form,” says Gandhi.

Brooches were not something she wore

growing up in Asia —shelived in Delhiand
went to boarding school in Singapore — so

she regards them as a symbol of the
“anglicised side” of her life.

Manju Gandhi kinetic piece (2003-04)
Gandhi moved to the UK to study at the
Architectural Association School of

Architecture in London, in 1997. This silver
brooch with tourmalines, made by her mother,
reminds Gandhi of the drawings she did when
writing a software programme — inspired by

nature and the multiplication of cells —as
part of her course.

Gandhi wore the piece, which has moving

parts and can be worn on a string on the
neck, at her graduation in 2004.

Her mother, who began studying jewellery design when

Gandhi was a child, does not sell her work.
“T've enjoyed watching her progression, knowing the

effort and care that she puts into

making these pieces and

how much they mean to her,” she says. “Beyond me and

my brother, they are her babies.”

Grima earrings (2018)

Gandhi describes her own and her mother’s jewellery as a
“shared pot”. she found it “very empowering” to be able to

buy these yellow gold and diamond earrings at the
Masterpiece London art fair.

Jewellery made by Grima, the brand founded by the
modernist designer Andrew Grima, had long
held an “unattainable quality” for Gandhi.
“It was something you saw, you looked at but
you were never going to own,” she says.

However, after her company had a very
. good year, she could afford to buy the
earrings, to wear to her brother’s wedding
¥ in SriLanka, in 2019.

Turkish Victorian necklace (19th
century)
For her own wedding in 2016, Gandhi
‘wore this gold, diamond and emerald
necklace gifted by her friend, the potter
Diana Peyton.
. She had helped Gandhi get her first job and
- taught her about British and London life.
“There is family and then there are people who
' come intoyourlife who make you their family;”
, says Gandhi.
| shesays Peyton had been given the necklace
i by her American husband, in Beirut, when
she flew to meet him on a whim before
P they were married.

‘Vintage emerald ring (date unknown)
.\.‘k The proposal that led to Gandhi’s marriage
followed a first attempt that went slightly
‘wrong, on a holiday in Megéve, in2015.
Gandhi told her boyfriend, Jarek, that one

present instead.

, \(\_ Bt her colleagues had been proposed to with a
temporary engagement ring, so that the actual ring
«oould be a design of her colleague’s own choosing.
‘When, later that same day, Gandhi spotted a vintage

emerald ring in a shop, her boyfriend asked if she would

like it as a temporary engagement ring.
But he then said he wanted to buy it as a birthday

“He realised that Thad said I would really love if he
%, asked my dad before he proposed,” Gandhi

lains. “He basically’
Ntk " that he hadn't done that, and so that's why it
4\ came across like he'd changed his mind!”

At the time, Gandhi was so annoyed that
she bought the ring herself and her boyfriend
transferred her the money. A week later, he
asked her father’s permission and proposed a
few weeks after that — with another

panicked and realised

7 "%3, temporary ring.

s

Gandhi loves sharing this tale. And, in
so doing, she is continuing the storytelling
around jewellery with which she grew up.

Gold losesits shine
for jewellers as
war in Ukraine
triggers price rises

Bullion Fluctuations
are driving cost-saving
design trends, reports
Rachael Taylor

‘When Russian tanks rolled into Ukraine
on February 24, there was a near instant
impact on the price of gold, which rese
from $1,912 an ounce to hit a peak of
$2,057 on March 8. Not all jewellers
were prepared.

“I was kind of feeling invincible after
surviving and almost thriving during
Covid . . . the rise of gold caught me
with my pants pulled down,” says
Arabel Lebrusan, owner of jewellery
brand Lebrusan Studio.

The business operates largely on a
made-to-order basis to make it more

i “This b

for my cash flows —until May this year,”
she explains. “This year, the orders [for
wedding rings, a core product] didn’t
start coming until May . . . Ibelieve eve-
ryone’s worries and thoughts were with
the people in Ukraine and the over-
whelming insecurity that this brought
to everyone’s life. But, in May, we were
overloaded with last-minuteorders.”

By then, the price of gold had dropped
to $1,890. It did not help Lebrusan,
though. she increased the prices of the
jewels in her online store in June, but “it
was too late”. “I'm still feeling sorry for
myselfand months on, I'm still trying to
play catch-up,” shesays.

Even businesses prepared for such
fluctuations have been hit. Pandora,
which claims to be the world’s largest
jewellery brand by volume, hedges at
least 70 per cent of its precious metal
prices, based on a 12-month production
plan — thereby providing a buffer to
protect the business. For Q2 of this year,
it hedged on a gold price of $1,818; the
realised gold price it paid for the quarter
was $1,832.

Although the price of gold has never

returned to its March high, there have
been unpredictable fluctuations since.
OnJuly 20, it hit a year-low of $1,704 but
then breached $1,800 on August 12.
over the past five years, the price of gold
hasincreased by more than 38 per cent
and it is up more than 470 per cent over
the past 20 years.

When spikes do occur, the question
formany jewellers is whether to passthe
€OStONto CONSUmErs.

“We absorb the changes in gold prices
till it becomes too painful,” says Eddie
LeVian, chief executive of the fine jewel-
lerybrand Le Vian. “We have a policy of
only changing the price of jewellery
when the price of gold moves up or
down in $100 increments and stays
therefor atleasta week.”

Jewellery designer Judith Peterhoff
has adopted “a hybrid model”. She
explains: “For ready-to-wear pieces
[sold on my] website, I've been absorb-
ing some of the cost. When Iworkona
bespoke piece, I do pass the costs on to
my customers, sticking to the quoteIget
from my suppliers.” To keep costs down
for bespoke clients, Peterhoff has been
offering designs in less expensive 14~
carat gold and 9-carat gold rather than
the purer 18-carat gold that is standard
for luxury jewellery, but which fewer of
her customers are now choosing.

Other jewellers are pushing platinum
over gold which, atone point, was20 per
cent more expensive, according to
LeVian, but is now tracking at roughly
half theprice.

Meanwhile, at online jewellery
retailer Finematter, sales of silver jewel-
lery have increased 44 per cent in the
pastquarter.

Peterhoff has been taking advantage
of computer-aided design (CAD) tech-
nology that allows her to achieve more
accurate pricing estimates, and shave
offweight more easily. “With the click of
abutton, I canadd or subtract details in
aring, for example, that could make a
weight difference of a gramme,” the
designer says.

| The jewellery industry accounts for around half of global demand for gold |

World gold demand by use (tonnes ‘000s)
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Designer
Fluctuations in precious metalsprices  jewellery plated with gold — the high  business, her customers and the
often influence jewellery design trends. ~ gold prices are similarly leadingto a  environment. The jeweller sources the AP" K"‘”‘.
Charlie Betts, managing director at pre-  move away from heavier designs. majority of her precious metal from | Picture editor
cious metal refiner and supplier, The The brand has a minimum gold plat-  dental and electronic waste and, four
Betts Group, has already noted an  ing standard of 2 microns and chief yearsago, started a gold exchange that | Foradvertising details, contact:
increase in the sale of narrowand light- ~ executive Marisa Hordern says it will allows her customers to trade in their | YoonSun Oh, +33 (0) 6 66 833154,
‘weight wedding rings. not compromise on this, preferring unwanted jewellery for credit to spend yoonsun.ch@ft.com, or .
Other brands areincreasing thegem-  instead to produce more delicate  with her. This provides the rest of her | Your usual FT representative.

stone content of designs while lessening
metal, as gems have a higher perceived
value than plain gold. Greg Kwiat, chief
executive of diamond brand Kwiat,
says: “Our new collections in 2022
included lighter, airier designs. And,
‘where we did use a heavier metal look,
we combined that with a more dia-
mond-intensive piece, so that the gold
pricedi ial was not as. ingful
apercentage of the overall price.”

He notes that sales of heavy gold col-
lections, such as the brand’s Orbit and
Cobblestone lines, have “slowed down”
due to the price of gold. In response,
Kwiat has shifted its marketing focus to
its engagement rings “where the dia-
mond value far outweighs the gold
value”.

Brands in the mid market are also
being affected. At Missoma — which has
anannual turnover of £33mn from sell-
ing fashion-forward brass and silver

designs requiring less plating — a strat-
egy she employed in 2008 when gold
prices spiked and broke the $1,000 bar-
rierfor the first time.

Hordern fears, however, that other
demi-fine brands could be tempted to

‘With the click of a button T
can add or subtract details
in aring that could make
the difference of a gramme’

swap to cheaper flash plating, in whicha
layeroflessthan 0.25microns is applied.
“It will have an impact on the environ-
ment because they won’t last as long,
they will be thrown away,” she warns.
“Flash platingis more fast fashion.”
Eliza Walter, founder of jewellery
brand Lylie, has found a workaroundto
‘high gold prices that is beneficial to her

gold supply and trade-in transactions
now account for about 30 per cent of
herbusiness.

‘Walter offers her customers 7.5 per
cent above the London bullion price as
an incentive to send in their jewels. “I1f
they took it to a scrap dealer in Hatton

All editorial content in this report is
produced by the FT. Our advertisers
have no influence over or prior sight of
the articles.

Garden or any high street, they would
getthe minimum price;” she says, noting
that, even though she is offering above-
market rates, this is still a financially bet-
ter deal for her than buying from a
refiner. “If we buy metal from customers

using our gold exchange, it's about 30 ul_tra-flaf

per cent less than what commercial jew- Richard

ellers are buyingtheir gold for.™ Mille RM
These creative approaches could | UP-O1Ferrari

become more common if prices stay alongside

high. However, while this is a cause for other watches

concern in some quarters, most jewel- online

lers agree that — no matter how high the

spike — navigating fluctuating gold FT.com/Decon

pricesisjust partof the profession.

Deconstructed Watch

See a pictorial
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Exacting standard sets good intentions in stone

ESG Small makers are
leading adoption of
wide-ranging, rigorous
‘B Corp’ certification,
writes Elisa Anniss

hat, you may wonder,

unites the Harrogate

spring bottled water

company, TheGuardian

newspaper, and a hand-
ful of small-scale British jewellers,
including Ellie Air and Shakti Ellen-
wood? All are B Corp certified — cred-
ited with having made a commitment to
put social and environmental concerns
on an equal footing with financial
returns, and to go beyond unverifiable
pledges.

Atthe last count, there were 42 certi-
fied B Corp jewellery companies inter-
nationally, 10 of which are in the UK.

Pyrrha, headquartered in Vancouver,
Canada, where it employs 35 people,
was cemﬁedm December2014, making
it a relatively early adopter. The com-
pany is best known for its handcrafted
sterling silver and 14-carat gold talis-
mans, which it sells via its Vancouver
and LA flagship stores and stockists
including Nordstrom and Liberty.

“As a company, we'd always tried to
minimise our impact by casting in
reclaimed metals, using alternatives to
chemicals, and minimising waste, so we
thought that qualifying [as a B Corp]
woulld be a cakewalk,” says co-founder
‘Wade Papin. “We were wrong.”

Pyrrha had to up its game and even
created its own code of conduct, which it
required suppliers to sign.

“We monitor our social and environ-
mental footprint on an ongoing basis
and are subject to random audits,” he
says. “Accountability is a big part of
beinga B Corp, andwe need to requalify
every two years.”

Papin still finds himself having to
explain what a B Corp is — which s fur-
ther complicated in the US, where there
can be confusion between the similar
sounding Benefit Corporation, a legal
business structure, and B Corp, which
refers to third-party certification.

B Corp certification is designed to be
applicable to all companies, from multi-
nationals tosole traders. A free BImpact
Assessment can be carried out via the
organisation’s website, by answering
questions under five headings: govern-
ance, workers, community, the environ-
mentand customers.

Eighty points is the threshold for
assessment approval and B Corp certifi-
cation requires a company to be trans-
parent about its performance, by pub-
lishing results on its website. Companies
also pledge a legal commitment to all
stakeholders — including the planet.

B Lab UK’s Good News pop-up
shop (main); jewellery designer
and goldsmith shakti Ellenwood
atwork (below)

To become a B Corp, jeweller EC One
implemented many changes, including
how it sourced gold and treated employ-
ees — as well as changing its toilet paper
toatypemade from recycled bamboo.

“It would have been much easier to
‘use a few choice words on our website —
such as ‘ethical’, ‘sourced responsibly’,
‘environmentally friendly’ — and
maybe shown some pictures of a beauti-
fullandscape where our stones and met-
als might have been sourced,” notes

managing director, Jos skeates. “We
imagine if we had done that, most peo-
ple would have felt we were responsible
enough for them to consider buying our
jewellery or using our services. But we
‘would know we hadn’t done enough.”
EC One’s work towards becoming a
B corp culminated in certification in
January 2019 — and galvanised
Skeates in a very personal way: “Ireal-
ised I didn’t know enough, so decided
to undertake a masters in corporate

social responsibility and sustainabil-
ity, which I have nearly finished.”
BLabUKisacharity thatwas founded
in 2015 to advance the B Corp move-
ment in the UK. And it is a movement
that i ing fast — second insi
to those in the US and Canada, where
thereare more than 1,900 B Corps. Dur-
ing March 2022, the charity welcomed
3,000 consumers to its Good News
pop-up held in London’s Rathbone
Place, where goods from over 100

brands including Divine Chocolate and
Sipsmith were displayed. However,
there was notanyjewellery.

“Here, the focus has mainly been on
FMCG [fast moving consumer goods]
products,” says Victoria Waugh, co-
founder of V&V Sustainability Consul-
tancy. “It is a relatively new concept for
the jewellery industry, where it'sled by
the small guys: independents and sole
traders.” Waugh’s experience is in sup-
ply chain development, including bring-
ing Fairtrade gold to market, making
her well placed to weigh up one ethical
mark againstanother.

“B Corp has an overarching frame-
work that helps businesses to improve
across all their operations,” she says.
“Most other certification schemes are
linked to very specific things, whether
it's materials or manufacturing, human
rights, or climate change. So, if you're
working with Fairtrade, for example,
then you're going to earn more points as
part of B Corp certification.”

In2019, Waugh trained to becomea B
Leader, one of the first in the UK to spe-
cialise in jewellery. This officially quali-
fied her to guide companies through the
rigorous application process. “For the
smaller guys, it can be overwhelming
because there’s a lot of information
about HR processes or the way that you
run your office. Trying to answer ques-
tions that may appear inapplicable can
be difficult, which is why people work
with BLeaders,” shesays.

Past clientsinclude Shakti Ellenwood,
anartisanaljewellery designer and gold-
smith known for wedding and engage-
ment rings, amulets and animal-in-
spired pieces, who is shifting her busi-
ness from Devon to London. Ellenwood
first encountered Waugh in a Zoom
meeting organised by Fair Luxury, a
group dedicated to a responsible and
sustainable future, to which she and
‘Waugh belong. They met in a breakout
room focused on B Corp certification.

In January 2022, Ellenwood became
the first sole-trader goldsmith in the UK
to achieve certification with a high B
impact score of 113.7. She attributes this,
in part, to working only with Fairtrade
gold and her commitment to giving two
per cent of her sales to charities, such as
1% forthePlanet, Survival International
and Orangutan Foundation.

Amonth later, another of Waugh's cli-
ents —Cheshire-based Anuka Jewellery,
specialising in capsule collections in
recycled silver and 18-carat Fairmined
gold vermeil plate — became B Corp cer-
tified with a score of 108.3. Transpar-
ency has always been one of founder
Francesca Kippax's guiding principles
and, to this end, she works with Prove-
nance, another British B Corp business.

Waugh is currently working with
Maya Selway, another independent
London-based jeweller. But she says:
“Td like to see high-street jewellers and
huxurybrands also taking an interest.”

Design As the symbol celebrates its half-century, jewellers are finding playful ways to interpret it — and attract new customers, says Melanie Abrams

Face value: designers cheer

demand for smiley emoji pieces P

The smiley face is a simple
design: a circle with two oval |7
eyes and a wide upturned

mouth. And, this year, it has \‘553;(

turned 50 — an anniversary
marked by an Assouline
book, Smiley: 50 Years of
Good News by Liam | k.
Aldous, charting its |
evolution. It hasputa | 4
smile on the face of

jewellers, too — as
reinterpreting this sym-

bol of happiness, first

used in a Frenchnewspaper S e T

to highlight good news, is prov-
ingavaluable driver ofbusiness.
“Everyone wants something that’s
joyful and positive,” says Hollie Hard-
ing, a buying manager at multi-brand
boutique Browns, which had a waiting
list for a yellow enamel charm by Lau-
ren Rubinski earlier this summer.
Comingout of Covid lockdowns, “pec-
pleare feelingalotmore experimental, a
lot more creative; they want that conver-

first two months. “Usually, in fine jewel-

‘ lery, things take a little bit of time for
/' people toget to know as it is quite a con-

sidered purchase,” says Ducas.

Six months is her usual sales
timescale.

some jewellers even

say they owe their busi-

| ness to smiley face

. designs. Alison

. Chemla, founder of

New York-based Alison

Lou, started her jewel-

lery brand with seven

types of smiley, from dia-

smiley faces are “what I became
known for and allowed me to create
other collections”, says Chemla, who
will celebrate 10 years in business in
November. She addsthatthesmiley face
“allowed me toget mynameout there”,

Creating smiley face pieces can be a
‘way for jewellers to broaden their clien-
tele. For example, Ducas’stwonecklaces
‘were designed for a younger audience.
One is a cheeky double-sided piece: it
hasayellowsapphire face and black dia-
mond eyes and mouth on one side; and
an engraved gold smiley face on the
other polclng its tongue out.

mond eyes to wearing:

— despite her parents who “thought I
was crazy”, she says. At the time, asa
hardcore BlackBerry and BBM messag-
ing service user, she foresaw emojis as
“the new way of communicating” and
chose this direction for her jewellery,
shesays.

- I

based jewellery designer
Rosa de la Cruz says her floating 18-
carat yellow gold and diamond smiley
face pieces have won her clients who
“are more cutting edge and cool” than
her usual society mums. She cites
Adwoa Aboah, model and founder of
mental health non-profit organisation,
Gurls Talk, asa smiley face ring buyer.
Now, de la Cruz’s smile pieces make
up 15 per cent of her business, “which is

B
.

faces, “a plain old smiley face
was [already] out there” — so
Chemla had to make sure “the
way that I did them was com-

\e

AR

Y

There is a potential down-
side to including smiley faces
for jewellers, if they “go too,
kind of, childish’, says Natalia
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sation piece as well, as they are seeing
more people”, explains Harding. So,
“something with a smiley face on it is
definitely interesting compared to a
plainer item — and it’s just that talking
point”, shesays.

London jewellery designer Roxanne
First has seen sales of her 15 diamond
and sapphire smiley face pieces increase
by 25 per cent in the past six months and
contribute 10 per cent to her 2021 reve-
nue. First has used smiley face jewellery
inher collections since her 2018 debut.

Annoushka Ducas, another London-
based jewellery designer, says her first
two smiley face necklaces, introduced
this year, are selling quicker than
expected — about 30 have sold in the

Friday 2 September 2022

50 YEARS OF GOOD NEWS
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alot for one category; we do have a lotof
[other types of] pieces,” sheadds.
Chemla believes her smiley face
pieces “opened the pathway to all of my
retailers” — citingasan le Match-

pletely different from anyone else”.
She introduced “rolling on the floor
laughing” emoiji faces and gems such
asrubiesorbirthstones mthe des]gn
First has ded th y face

esFashion, which still stocks these
designs. The pear]l Don't Worry necklace
features an enamelled smiley face bead
with yellow gold accents and round dia-
mond eyes.

But turning the smiley face into jewel-
lery can be more creatively demanding
than working with other icons. For
Chemla, designing using a peace sign or
a yin yang is “pretty straightfor-
ward” and more about what kind of
materials she wants to use.

However, when it came to smiley

into the fabric of her bnsmess.

Q

using the symbol on her ecom-
merce website for customer
logins as, she says “itis

more interesting |

using a smiley face
than it is a dot or
square”. Similarly,
she has it on her
packaging and the
invoice sleeve inside,
30 customers “feela bit
betterabout spending money”, shesays.

* FINANCIAL TIMES

British illustrator Harvey Ball,
above, created the original smiley
face design; Necklaces by Rosa de
la Cruz (left) and A h

cassel, founder of marketing
and communications com-
pany, Cassel Consultancy.
This could be “lowering
; the [brand] value in some
way”, she says. “It’s about.
clearly defining catego-
ries . .. [which] are pre-
sented in different ways for dif-
ferent occasions, like a diffusion
line in fashion.”. Cassel wears a £1,000
gold Tara Agace gold smiley face medal-
lion as it makm me feel more youthful
and peopl onit”.

Ducas (right) have been popular
with clients
AP Photo Paul Connors

As tothe snnley face’s future in jewel-
lery, she says: “With the advent of vir-
tual reality and the metaverse, who
knows what form it might take on?”

Watches

Jewellery

Collaboration Discovering Marc Mulders’ art after an accident led Fleur Damman-van Gelder to echo his work in a new collection, writes Kate Youde

Inspiration and
INjury unite
jeweller and
artists visions

twas during her long recovery from

anear-fatal accident that jewellery

designer Fleur Damman-van

Gelder encountered the work of

Dutch artist Marc Mulders. Follow-
ing intense hospital rehabilitation ses-
sions, she would visit a mixed-media
exhibition of his work at Noordbrabants
museum in s-Hertogenbosch to catch
herbreath before returninghometo her
young children. She found peace and
quietin the beautiful colours.

“It can still move me if I think about
it,” says Fleur, who suffered a traumatic
brain injury in 2007 while handling a
horse. “It created a place for me to find
myselfagain.”

Her husband arranged for Fleur —
creative director of Van Gelder Jewel-
lery, the Dutch business she owns with
her sister, Noelle Viguurs-van Gelder —
to meet Mulders. They became friends,
connecting over a shared interest in
Indian culture (Van Gelder specialises
inIndian heritage jewellery).

Mulders’ paintings inspired Fleur’s
desij i conte

porary collection; his colour palette is
echoed in the seven earring and four
ring designs, with new pieces being
added in February. Van Gelder plans to
display thejewellery alongside Mulders’
work at the Frieze London art fair in
autumn 2023.

This will come ahead of the jeweller’s
anticipated participation in the DIVA
museum exhibition in Antwerp, Bel-
gium: India, from Diamond to DIVA.
Scheduled for spring 2024, it will explore

the long relationship between India and
Antwerp through the diamond trade.

The sisters hope that showing their
jewels, new and old, at such high-profile
events will increase the brand’s reach
which, in turn, could accelerate growth
in theiralready expanding business.

Fleur and Noelle’s mother, Berna-
dette, founded van Gelder Jewellery in
1980 to showcase traditional heritage
jewellery collected during her travels in
India. The sisters joined the business in
2000 and took the reins in 2012 when
their mother stepped back from the
company. They launched theirfirst con-
temporary collectionin2019.

Fleur started working on Baoli during
the first Covid lockdown in 2020 — a
period that “felt in a way very familiar”
because of the uncertainty she had
experienced during her recovery. She
used the time to reminisce, both on
Mulders’ paintings and her own travels
in India, and found inspiration in the
country’s stepwells: ancient and elabo-
rate architectural structures that
descend into water, known as baolis.

Aware of abstract artist Mark
Rothko’s colour field paintings that
aimed to elicit an emotional response,
and her own experience of how colour
can affect mood, she found the “right”
hues for the gold jewellery — those that
made her “feel” — in Mulders’ pastel
palette. She worked with Van Gelder’s
studio in Jaipuron hundreds of samples,
before arriving at the desired shades of
enamel, which are paired with tanzan-
ite, sapphire, peridot and tourmaline.

Mulders is surrounded by the source
of his own inspiration: we meet at his
rural studio on the Landgoed Baest
estate, north-west of Eindhoven, where
the doors open on to his treasured
flower garden and wild-flower field.
Books on Persian and Indian miniatures
lieon a workbench, and he has also been
translating on to canvas his work creat-
ing stained glass. “When I am in the stu-
dio to make an oil painting, I have the
memory and inspiration of the day
before when I was painting against the
light ” says Mulders.

He creates a sense of transparency
and light in his tactile oil paintings by
tinting turpentine with paint. Fleur

Bartara Kizhoom

aimsto capture the same effect by alter-
nating hues of translucent and semi-
translucent enamel on top of an
engraved or filigree gold base; or by
adding between enamel some fine gold
edging, which is highly polished on one
side and matte on the other, to createa
reflection similar to sunlight on rip-
pling water.

sales of van Gelder’s

Artist Marc Mulders (left) at his
rural studio with jewellers Fleur
Damman-van Gelder (centre) and
Noelle Viguurs-van Gelder. Mulders’
paintings inspired the Baoli
contemporary collection

N

just under 5 per cent. But the business
hassince be back, ing over-
all growth ofalmost 30 per centin 2021.
“We are confident that 2022 will be in

Fashion Week and is “seriously looking”
at London. There is a desire to expand
beyond Europe and the US too; the com-
pany is in the early stages of exploring

that thrange,” Noell
In 2020, the company opened a by-
appointment-only gallery in ’s-Her-
togenbosch, south-east of Rotterdam,
‘where chems canwew Indian heritage
the

collections make up half the Jeweller’s
revenue, according to Noelle, who is the
commercial director. The company has
typically achieved a growth rate of 10
per cent year on year. After investing
heavily in the year that they launched
the contemporary designs, this fell to

plecesal porary jew-
ellerytheyhelp inspire. The contempo-
rary designs are also available through
fine jewellery marketplace Auverture
and twoUS galleries.

There are plans to increase sales
points: Noelle is meeting with boutique
owners later this month during Paris

ibility of a presentation in
Hyderahad India.

However, talk of strategy isnot the sis-
ters’ style. Their mother set up Van
Gelder despite being told repeatedly
there was “no market” for traditional
Indian jewellery, says Noelle.

“But she dared, and she really fol-
lowed her passion, and that is still an
inspiration for us. We do what we love.
That issucha simplesentence, butforus
it contains so much because of Fleur'’s
accident”

Gemstone availability starts
to influence high-end designs

3 11 October. Meanwhile, Elisabetta Cipriani
T ]ﬁany & Brl]]lallt HIld BlaCk Gallerywill launch salvia (Sage), its
. Sotheby’sis holdingasecond selling second project with the Italian artist
C b exhibition that will showcase Black Giuseppe Penone. Produced ina limited
O r]ngs talentwithin the jewellery industry. edition of10, the18-caratgoldring
. PBrilliant & Black: Age of Enlightenment, depicts asage leafwith amusical notein
k curated by jewellery writer Melanie two versions: all yellow gold, oryellow
b a.C ltS Grant, is being held at Sotheby’s in gold sageleafwith white gold note.
London from September 22 to October -1 i
dl k . by MmhwmgmmDnﬁew = o tacti Sourcing Quality gems
pa OCK 1COI1 | untitthe endofoctobertocinadewin | GEMStoNes at auc O | qpe becoming
Black History Month. The 25 Christie’sis holdi li fa | | .
participating desi hoinclud collection of; ]_ncreas]_ngly scarce,
Melanie Eddy, will each create atleast apriv 1l overaperiod of o o
Tiffany & Co's newestjewellery one new piece that interprets the 40years. Runninguntil writes Maria Doulton
collection draws on a padlock motif exhibition theme. % September 13, the salefeatures
from the Americanjeweller’s archives. Separately, Sotheby’s will auction A\ gemsincluding Burmese
Tiffany Lock features four all-gender 51p|ecesdonabed by theItalian sapphlrﬁ and rubies, The number of: global jewellery events
b i ith di dsorin | jeweller p Ids,andD | thattookpl wasthe
metal-only yellow, rose or white gold with all proceeds ﬂawl&;s diamonds. The strongest. ‘indicator thal the industry is
styles. The clasp has an swivelling donated tothe Artof preciousstonesmarketis | returning to its pre-pandemic rhythm.
mechanism thatechoesthe Wishes charitable . “steadily trending However, for many jewellers, gems that
functionality ofa padlock. “Tiffany initiative. upwards”, accordingtothe | featured in this year’s high-end pieces
Lockisan elegant interpretation ofan auction house. Results this had been sourced long before the out-
archival functional design,” says Trinit . year indlude the SFr21.7mn break of Covid-19.
Alexandre Arnault, executive wce- ty Tings ($22.4mn) sale of TheRock, 2228- These gems came from consignments
president, productand Six limited-edition pieces carat pear brilliant-cut diamond, bought before the imposition of lock-
atTiffany & Co. Tiffany. so]dpadlocks froma new collaboration whilethe 205-carat fancy intense downs, or from existing stock stowed for
priortothe1950s and then used design between Cartier and the yellow Red Cross Diamond achieved years in the safes of jewellery houses.
elementsinspired by padlocksinits p: desj; Chitose Abewill SFr14.2mn. Christie’ssoldthe103-carat | But, even for jewellers with ample
jewellery. The brand will release b incities including London, Light of Afri Ud-cut diamondfor | reserves, the pandemichighlighted the
additional Tiffany Lock stylesnextyear. | Paris, New York and Seoul this month, $20.1mn. precarious nature of the supply chains
followingtheirlaunchin Japan in July. for colour gemstones.
- The collection, Cartier Trinity for . Unlike diamonds, which have stand-
A g]ft toourselves Chitose Abe of Sacai, remventl the Hentage SllppOIt ardised characteristics and darity of
Pieces in Chopard’s new My Happy French house’s Trinity ring design first Pomellato is launching a capsule pricing, given they makeup 80 per cent
Hearts collection feature the Swiss imagined by Louis Cartierin 1924, collection exclusive to its Venice storeto | of the jewellery business, colour gem-
house’s signature dancing diamond, a which is made fromintertwined bands celebrate the Italian jeweller’s stones are a multi-faceted world of their
mobilegem behind sapphire crystal, ofyellow, rose and white gold (below). partnershipwith the non-profit own. Each gemstone — of which there
and heart motifs. Necklaces, chain organisation Venetian Heritage. The «can be myriad sources — hasits own idi-
bracelets, rings and earrings in 18-carat. > ‘brand has financed the restoration of osynm'ahc supply chain, each dlsrllpted
rose or white gold incorporatea single \ Finance hubgrows | red porphyry Epistle Ambo in st ways duringtt
“TL d d fn, is greater

heart of camehan mm.her of peall or

J Euchelerhasdmlgled ﬁve rmgs

Mark’s BHSI.I.I(B afteri If d

Ll

= d
Bulgari sourced emeralds well in advance for its latest collection —getysor Buigari

around the availability of the stones
themselves is sure to continue — and
even increase. “The creativity of a high
jewellery piece always begins with the
stones,” says Silvestri. “In general, all
the gems are becoming more and more
rare so I have to say thatitis every day
e djfﬁclllt to find gems of a very

dby

about lockdown was that . . . nobody
was out there. 1 travelled to Namibia
and did the negotiations face-to-face
and we now specialise in blue green
‘lagoon colour’ tourmalines.”

But, while the jewellery industry is
getting back to normal the inherent

pply
cham hlgh]lghted hy Lhe pandemu: —
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anIgnuae NZuLy. WorKstared m
March andis due to be completed by the
end oftheyear. The limited-edition
Iconica Venezia collection (above),

iamonas, wnuetne rngana earring 0 marktnis montns opemng o
designs are available with a dancing / its firsthighjewelleryboutique.
diamond. The collection’s earrings S/ Theunique pieceswillbe
arebeingsold separately to allow available to view by appointment
foramix-and-match effect. in the upper floor boutique
Chopardsees the range’s Goethestrasse, Frankfurt’s
pieces, launched yesterday, as luxury shopping street—a
“agift that we give ourselves”, location the Swiss jeweller
selected after noticing increased
demand forhighjewellery in the
Movementart German finance hub. One of the
Afree Van Cleef & Arpels white gold rings has a 23.87-carat
exhibition at the Design /" oval-cut yellow sapphireand
Museum in Londonwilluse —~~ multicoloured, heart-shaped
almosta hundred pieces from the sapphires, while another featuresa
Frenchjeweller’s patrimonial collection | 24.93-caratoval-cut tanzanite with
to highlight the facets of violet and bluedrop-shape spinel
explored by the hy Aquamarine, green tourmali d
in1906. The Art of rubelli the other centre stones.
onshow from September 23toOctober
20, will be split into four themes: nature .
alive, dance, elegance, and abstract One Of a kmd ShOW
movements. Inits 60thanniversary year, London

Jewels ondisplay include one of the
brand’s first pieces inspired by dance:a

jeweller David Morrisis participatingin
PAD London for the first time. The brand

1941 clipofasculptedd: witha ill display one-of-a-kind pieces,
pear-shaped diamond face. The includinga necklace featuringa 43-carat
ballerina has a ruby and emerald hair Australianblack opal and lapis lazuli, at
ornamentandafan. the Berkeley Square arts fair 10-16

12

handmade rosegold rings: threeare red
‘porphyry with a central stone of garnet;
three are green porphyry with a central
green tourmaline.

Liberty's exclusives

British jewellery brand Annoushka has
collaborated with Liberty tocreatea
collection of 18-carat gold charms that
chart the high-end London department.
store’s history. Key milestones and store
motifs are represented: a gold bobbin
‘with amethyst pavé thread and gold
needle nodsto the retailer’slong
connection totextiles, whilean
amethyst, aquamarine and diamond
peacock featherreflects the store’s well-

Tnan e supply ana tne wp quanty
stones are becoming more and more
scarce,” says Guillaume Chautru, head
of gemmology and gemstone procure-
ment at Swiss watch and jewellery
maker Piaget. “It was like this prior to
Covid, but thelockdowns didn't help. It
is a miracle to find a stone of the right
quality. But, duringthe pandemic, itwas
even more of a miracle to get it to mar-
ket when petrol was scarce, borders
were closed and power cuts shut down
miningand stonecuttingoperations.”

Chautru mentions shortages of cer-
tain gemstones, such as the blue indigo-
lite tourmaline and pink spinels, as well
as backlogs in mining operations, and
stone cutting facilities.

One jeweller known for its lavish col-
our gemstones is Bulgari, which has
launched the Eden Garden of Wonders

il brimming with th ds of
exoticstones. Its creative director, Lucia

FOT JaS0N HIrSN, OI [AMLY-OWNea Jew-
eller Hirsh London, lockdown provided
an unexpected increase in high-value
investment jewels “as people weren’t
travelling, they were spending their
money in the UK”. Unable to travel him-
self, Hirsh had to ask his trusted inter-
national suppliers to send him more
stones for viewing, despite having close
102,000 gemstones in his safe.

On the supply side, Gerhard Hahn, a

|
‘The creativity of a high
jewellery piece always
begins with the stones’

Lucia Silvestri, Bulgari

arenot gomg o e soIved oVermgnt. ¥or
some, they will requirea rethink.

Fernando Jorge, a London-based jew-
eller who manufactures mainly in his
native Brazil, says lockdown gave him
an opportunity to look into his gem-
stone sources — and a lesson in how to
deal with changing circumstances.

“Thad thetime to connect with all my
gemstone suppliers,” says Jorge, “to
engagein conversations around respon-
sible and ethical sourcing, as well as
traceability”.

“There are a lot of things to be
improved in the traceability of the gold
and gemstones supply chain in Brazil
and the pandemic gave us the opportu-
nity toadvance these important topics.
also had time to reflect on the impor-
tance of b

120-year old family business in Diissel-
dorf, had to seek new stones. Hahn spe-
cialises in i 1ds, rubies

known fabric pattern. Theseven Silvestri, started ingt 1d:

charms, whicharea continuation of used “three to four years ago, waiting for

Annoushka’s bespoke service My Lifein | theright moment to come”.

Seven Charms, will be exclusive to With mines being depleted and new

Liberty from October 8. sources of gemstones few and far

Kate Youde between, the practice of basing designs
* FINANCIAL TIMES

and pearls but the ‘pandemic forced it to
look for other offerings.

“In our case it was Namibian indigo-
lite tourmaline,” says fourth generation
jeweller Alex Hahn. “The coolest thing

adzptmyd;signx tothe changing availa-
bility of gemstones. If it comes to the
point where I can’t find a certain gem-
stone, then I can turn my attention to
other materials like tagua nut [vegeta-
bleivory] or horn or wood, which Thave
always been interested in. It is impor-
tant not to stand still while the world is
changingaround you.”

Friday 2 September 2022
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LOCK, STOCK
ND BILLIONS
OM BARRELS
A F’ROFITS

INDEPENDENT WOMEN A GREENER FUTURE THE WAY TO SINGAPORE CLEANER ALTERNATIVES
Female business founders are Investors stand firm on their The city state is fast becoming Yacht owners look to greener
succeeding in the Middle East ESG pledges despite a backlash a haven for China's elite options but they aren't cheap
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COLLECTION

Fifty Fathoms

The Fifty Fathoms collection embodies Blancpain's passion for the underwater
universe that was originally expressed in 1953 with the creation of the first
modern diver's watch.

With its almost 70-year legacy of the Fifty Fathoms, the Brand has
woven close ties with explorers, photographers, scientists, and
environmentalists. With that affinity has come a determination to support
important activities dedicated to ocean exploration and conservation.

These initiatives are united under the label Blancpain Ocean Commitment.

RAISE AWARENESS,
TRANSMIT OUR PASSION,
HELP PROTECT THE OCEAN

www.blancpain-ocean-commitment.com
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BLANCPAIN

MANUFACTURE DE HAUTE HORLOGERIE

BELING DueaAl GEMEVA KUALA LUMPUR - LAS VEGAS LONDON MACAU - MADRID
MUNICH - NEW YORK PARIS - SEQUL - SHANGHAI - SHENZHEN - SINGAPORE TAIPEI - TOKYO - ZURICH

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F02&ts=2022090119464 3&uq=20220804 103507 36/69




2022/9/2 18:54 All pages from Financial Times (Asia), Friday, September 2, 2022

CONTENTS

FEATURES

10

THROUGH THE
GULF’S GLASS
CEILING
Women CEOs are breaking
down barriers in the
patriarchal Middle East

16

ECONOMIES
OF SHALE
Qilfield investors are
reaping huge rewards
as the US recommits fo
Texan crude

27

SERIOUS ABOUT AT Rl U
SAVING THE PLANET § ‘i:ng'en- ;
The outlook for green it Wb
investments looks secure
— despite global unrest

26

SINGAPORE
SWINGING
The Chinese are leading
a wave of investors
heading to the city-state
in their droves

29

BOOK REVIEW
Rupert Russell’s new
book fours the world's
chaotic economies

30

HOW GREEN IS
YOUR SUPERYACHT?
Owners are taking a
serious look at their carbon
emissions — but the
alternatives aren't cheap

PHOTOS: TANSEEM ALSULTA N LOUISE JOHNS /GETTY IMAGES, COOPER NEILL, WARNER BROS/SHUTTERSTOCK

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F02&ts=2022090119464 3&uq=20220804 103507 37/69



2022/9/2 18:54 All pages from Financial Times (Asia), Friday, September 2, 2022

Editor

Stefan Wagstyl
Comissioning editor
Conor Sullivan
Production editor

Lee Campbell-Guthrie
Sub-editors

Adrian Justins

Alison Thomson

Art director

Kostya Penkov

Picture editor

Esan Swan

Editor, Project Publishing
Matthew Vincent
Chief commercial officer
Jon Slade

Strategic sales director for finance
Petra Harkay
Advertising production
William Baxter

FT.COM/WEALTH

Contributors

MADISON DARBYSHIRE

US INVESTMENT REPORTER
SIMEON KERR

GULF BUSINESS CORRESPONDENT
ANDREW JACK

EDUCATION EDITOR

JUSTIN JACOBS

HOUSTON CORRESPONDENT
VICTOR MALLET

PARIS BUREAU CHIEF

SARAH MURRAY

FREELANCE WRITER

RHYMER RIGBY

FREELANCE WRITER

OLIVER TELLING

SINGAPORE CORRESPONDENT

COLUMNS

6

EDITOR'S LETTER
Rolex watches and Chanel
handbags are the best
collectible portable
stores of value

3

PSYCHOLOGY
OF WEALTH
Why do some CEOs crave
fame, while others avoid the
limelight at all costs?

Cover illustration: Esan Swan

- Frwealth

PLANE ANGRY
In a dispute over flight
noise, a court battle is
underway for ownership
of East Hampton airport

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F02&ts=2022090119464 3&uq=20220804 103507 38/69



2022/9/2 18:54

EDITOR’S LETTER
THE MARKET FOR
COLLECTIBLES
CAN BE VOLATILE
BUT REWARDING
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hat are the best stores of value that you can carry
with you? Gold coins, perhaps?
They were the top choice for many centuries.

But not now. These days, it is a Rolex watch

or a Chanel designer handbag. Researchers at

Credit Suisse have calculated that the value of
rare Rolexes sold at auction soared by 33 per cent in 2021, while
Chanel bags’ sale prices were up 24.5 per cent, powered by examples
designed by Karl Lagerfeld.

However, the markets for collectibles can be capricious. In 2020,
it was the Hermés Birkin bag that came top, rising in value by more
than 30 per cent. In 2019, it was modern jewellery dating between
1945 and 2000 that rose by more than 20 per cent.

You could be forgiven for thinking that it is all a matter of luck.
But it is not entirely. The Credit Suisse report entitled Collectibles
among heightened uncertainty and inflation, classifies these goodies
under three levels of volatility: high, medium and low. Looking at
the past three years together, the high-volatility group includes
post-war and contemporary art, British paintings and Chinese art,
alongside financial assets such as gold, commodities, global stocks
and private equity.

Under medium volatility, we find Old Masters, Impressionists,
classic cars and wine, as well as bonds and hedge funds. The
Birkin bag is here, as well. Finally, look at low-volatility assets and
you’'ll find watches and jewellery, plus those Chanel handbags.

‘What of the future, though, as asset prices
tumble, interest rates rise, and inflation bites?
Credit Suisse predicts that, after a good start to
2022, collectibles are likely to see slower gains
than last year.

No surprise there, perhaps. What’s more
interesting is the researchers’ take on how
these physical assets perform in times of
extreme inflation, defined as periods when US
consumer prices are rising by 3.5 per
cent a year or more, which happened only
10 per cent of the time from 1994 to 2022
— the years under review.

Stefan Wagstyl
Editor, FT Wealth
and FT Money

W @stefanwagstyl

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F02&ts=2022090119464 3&uq=20220804 103507

The best inflation protection is offered by
Chanel handbags, wristwatches (Rolexes, especially) and traditional
Chinese works of art, says Credit Suisse. Meanwhile, the assets most
vulnerable to periods of high inflation are fine wines and American
and Latin American art.

But, before you put your cash in any of this, bear in mind that it is
easier to draw charts of upwardly rising Rolex prices than to make a
profit from collectibles. These are not plentiful commeodities — they
are unique or rare items that are often hard to compare or value.
Even two vintage watches from the same model range and year may
differ in history and condition.

Gold is gold, of course. But gold jewellery’s value will also
depend on quality, age and design. Go into diamonds, and the
subjective influences multiply. Demand from collectors can be very
unpredictable, too, especially in times of financial stress.

On top of that, owning collectibles involves far more cost than
holding financial assets: storage and insurance, for example, as well
the transaction costs of buying and selling your treasures at auction.

That all said, there is an excitement about collectibles that
financial assets never bring. The pleasures of hanging even a very
minor Impressionist painting on your wall, of driving a Ferrari F40,
or carrying around a perfect Chanel bag are — for some people —
simply priceless.

Just don’t expect to turn this stuff easily into cash in a crisis. If you
are in need of some insurance, the only collectible that can offer it is
a case or two of fine wine. In extremis, you may not be able to find a
buyer, but you will at least be able to drown your sorrows in style. @

WEALTH VIEW

COLLECTIBLES
OFFER
DIVERSIFICATION
IN TIMES OF
ELEVATED
UNCERTAINTY,
THEY CAN EVEN
PROVIDE
PRECIOUS STORES
OF VALUE

‘I BUY ART
THAT | LIKE.

| BUY IT TO
SHOW IT OFF IN
EXHIBITIONS.
THEN, IF | FEEL
LIKE IT, | SELL

IT AND BUY
MORE ART’
™MODERN ART IS
A DISASTER
AREA NEVER IN
THE FIELD OF
HUMAN HISTORY
HAS SO MUCH
BEEN USED BY SO
MANY TO SAY

SO LITTLE

Banksy
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Recent gains on collectibles
Annual returns (%, 2019-2021)

-20 -10 0 0 20 30 40

Post-war & contemporary art
Impressionist & modern art

Old masters & 19th century art
American art

Traditional Chinese works of art
Sotheby's Mei Moses All Art
AMR Wrist Watches

AMR Rolex Watches

AMR post-war fo 2000 jewellery
AMR Chanel Handbags

AMR Birkin Handbags

Classic cars®

Fine wines™

* Fine wines: Liv-ex 100 Index, Classic cars: HAGI® Top Index AMR: Art Market Research
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Performance in extreme and normal inflation regimes
Next 12 months median returns (%)
Inflation: Below 90th percentile@—@ Above 90th percentile
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Traditional and alternative investments

US long-term bonds [ o]

Gold [ pie]
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W @rhymerrigby

PSYCHOLOGY OF WEALTH
WHY DO SOME RICH PEOPLE
CRAVE THE LIMELIGHT?

BY RHYMER RIGBY

Armancio Ortega, founder e years, | have been as addicted to the antics of
of fashion group Zara, has Tesla’s CEO as any Muskite. But perhaps I'm

given very few interviews developing Long Elon or Musk Fatigue. The
relentless train of high-publicity hi-jinks is
starting to wear. It even has me wondering — why
do it at all? It must be exhausting. Why not just
run a company without picking fights with cave rescuers,

a public spat with Twitter or shooting cars into space?

If you look down the top 50 of the Forbes rich list, one
thing becomes clear. Many, unsurprisingly, are household
names. But many are not. And of the household names,
not all are A-list CEO-lebrities.

So why do some wealthy businesspeople hog the
limelight while others just get on with the job? What
separates people like Musk, Jeff Bezos and Larry Ellison
from the wealthy individuals you've never heard of? What
makes Goldman Sachs chief David Solomon, a man who
earns tens of millions of dollars, want to DJ at Lollapalooza
alongside King Princess and The Regrettes?

Back in 2000, the leadership expert and anthropologist
Michael Maccoby wrote a prescient article in the Harvard
Business Review on “larger-than-life” business leaders. He
noted that, from the 1950s to the 1980s, executives were
staid company men in suits. Self-promotion, star power
and, yes, narcissism were not prerequisites.

However, he went on to say that business, especially tech
companies, now plays a significant role in people’s lives and
is driving societal change. This has brought different, more
publicity-seeking leaders to the fore. Maccoby was keen to

Rhymer is reading... Appliance by JO Morgan. The author is better known as a poet and thisis an
unusual, almost episodic novel. The 11 chapters have different characters and are linked by a machine.
The overall theme, such as it is, is the coming of age of a new technology and what it does fo humanity.

stress that narcissistic CEOs aren’t all bad — they’re good at
inspiring people and bringing them along on a narrative.
There can be downsides — their dreams can outstrip reality,
they struggle with criticism and can be very destructive.

Even so, the courting of fame is far from universal. Think
of people like Zara’s founder, Amancio Ortega, who has
given only a handful of interviews in his life. For many
years, most people didn’t even know what he looked like
because no photos had been released. Similarly, Philip
Anschutz, the Denver-based businessman, is involved in
a number of high-profile industries but is believed to have
held two press conferences in his life.

We might think of traits such as extroversion and
narcissism as part of the CEO package. But Tomas
Chamorro-Premuzic, professor of business psychology at
University College London, says the presence of such
attributes varies among senior managers, as it does among
the rest of the population. For every Musk, there’s an
Anschutz. For every Richard Branson, an Angela Bennett.

He adds that social media and the modern cult of Silicon
Valley plays a part, too. “For CEOs and even ordinary people,
it’s a lot easier to cultivate a public persona like you're Elvis
Presley or Kim Kardashian. The means are there,” he says.

But why? A friend who works in TV used to say that rich
people often took part in reality shows, despite the obvious
downsides, “because it gives them something they don’t
have: fame”. There’s definitely some truth to this — the idea
that a degree of fame is as much a part of the “success
package” as a chalet in Zermatt or a Gulfstream Jet.

Even so, it's worth asking whether fame adds
anything (or takes anything away). After all, everyone
likes to be recognised for their work. But with celebrity
businesspeople, the recognition comes from those who are
not stakeholders — and so you end up playing to the gallery.
A friend who works in publishing always jokes that one day,
his industry will recognise that the link between followers
on Twitter and Instagram and book sales is by no means a
straightforward one — “but that day is never today™

Moreover, social media has turbocharged the cult of CEO-
lebrity, but didn't give rise to it. Branson and Jack Welch
were both personalities before email, while the journalist
Mark Wilson published his book The Difference Between God
and Larry Ellison: *God Doesn’t Think He’s Larry Elllison in
2003, the year before Facebook was founded. In the
19th century, when heavy industry was driving change,
Carnegie and Rockefeller were household names.

Perhaps, then, it is as simple as being a personal
preference. While many wealthy people choose the
spotlight, others wield their influence behind the scenes.
People like Charles Koch and Peter Thiel are movers and
shakers, but rarely indulge in grandstanding. For every
Musk, you can find somebody who is almost completely
unknown, but still pulls plenty of strings. They don’t want
fame — they want power.

There are also those like Bill Gates and Warren Buffett
whose fame is of a more measured type — and also people
like Bezos who have moved from behind the scenes into the
limelight. Chamorro-Premuzic says: “I think the healthy
balance is probably a bit of both. You give some interviews
and share some aspects of your life that are important. But
you don’t become an unfiltered Twitter addict.”

That said, it’s hard not to love one of the few quotes
popularly attributed to Ortega, who is reported to have
said, “In the street, I only want to be recognized by my
family, my friends and people [ work with.” @

PHOTO: XURXD LOBATO/GETTY IMAGES
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ADVERTISEMENT FEATURE

The rise of
impact investing

First is rising awareness.

Both public and private sector
initiatives, from the Eu’s
Sustainable Finance Disclosure
Regulation to the Principles
for Responsible Investment
and Banking - to mention a
couple, have increased clarity
and information, catalysing
the momentum. The financial
industry has responded and
more solutions and options
are becoming available,
making responsible investing
increasingly accessible.

Second, we are slowly
shedding the misconception
of concessionary returns -

the idea that investing
responsibly requires sacrificing
financial returns.

As the number of responsible
investing options has grown,
so too have their track records
become established. Many

of these responsible investing
products fared better than

15ource: Ny Stern Center for Sustainable
Business and Rockefeller Asset Management.
E5G and financial performance. 2021,
2 https://unctad .org/press-material/developing-
jesat: il 1

gap-key-sustainable

their counterparts during

the crisis, and a growing number
of studies confirm that not

only is responsible investing

not detrimental to performance,
but that it often delivers
superior financial returns

in the long term’

The third and most significant
factor is the shift in the
perception of responsible
investing, from a means of
mitigating risk to that of capturing
an investment opportunity.

Awatershed moment arrived

in 2015, when the United Nations
published the Sustainable
Development Goals (spas),

a set of 17 common goals across
193 member states, to protect
the planet and ensure equitable
prosperity. Initially conceived for
governments, these goals require
between USD 3.3 to 4.5tn per
year to be achieved by 2030.
Considering the level of public
and private investment in SD G-
related sectors, a funding gap of

USD 2.5tn was initially estimated®.

This gap is where investors can
find the opportunities they are
locking for. Those companies
that will find solutions to today's
most pressing problems will be
tomorrow’s winners and most
certainly a sound investment.

ROSA SANGIORGIO

Head of ESG, Pictet Wealth Management

ROBERT SUSS

Head of Pictet Wealth Management UK

From school children to central bankers to the world’s
wealthiest business leaders, the awareness that we as
individuals and as investors have a responsibility and
accountability over our decisions has sharpened over the

last few years. There are a number of factors behind this.

The number of opportunities and
varieties of investment products
available are expanding rapidly.
And while this represents in
itself a great step in the right
direction, it is key to distinguish
between those investment
products that consider E, S and G
characteristics of portfolios in
order to minimise the long-term
risks (both reputational and
financial) and those that instead
target a specific positive
environmental or social impact.

“We each have a role
to play in supporting
sustainable
development and
ensuring that today’s
needs are met without
compromising those
of future generations.”
Robert Suss

As of today, measuring impact
is far more complex than
calculating financial returns

or monitoring E, S and G
characteristics. It's about
outcomes that are hard to
measure, data that are difficult
to collect, and even questions

This advertisement has been approved for issue by Pictet and Cie (Europe) 5.4., Londan Branch, which is authorised and regulated by the Commission
de Surveillance du Secteur Financier (¢ §5F) and subject to limited regulation by the Financial Conduct Authority (Fc A) and the Prudential Regulation
Authority (PrA). The value of an investment can go down as well as up, and investors may not get back the full amount invested. The information and
data furnished in this content are disclosed for information purposes only and do not constitute a selicitation to subseribe to products or services of
Pictet London Branch. Pictet London Branch is not liable for the use, transmission or exploitation of the content of the site. Therefore, any form of
reproduction, copying, disclosure, medification and/fer publication of the content is under the sole liability of the addressee of the content, and no
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around how much, if any,
investors can claim for positive
impact outcomes. We believe
that the next step towards
mainstreaming impact investing
will pass through measurement.

The first generation of impact
investors have concentrated

on intentionality, nowadays
additionality is key (ie
distinguishing between a
company’s impact and investors’
impact), the future of impact
investing is in improving impact
measurement practices. It's
about both availability of data
from companies and projects,
but also about high-quality,
rigorously designed science-
based research that links specific

outputs and outcomes to impact.

We each have a role to play

in supporting the ultimate
objectives of sustainable
development and ensuring that
our needs are met today without
compromising those of future
generations. Responsible, and
especially impact investing
enables us to do so through

our investment portfolios.

Pictet Wealth Management

Pictet & Cie (Europe) sa, London Branch
Sixth Floor, Stratton House

5 Stratton Street, London W1) 8LA

+44 207 847 5000
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DOING IT FOR
THEMSELVES
ENTREPRENEURIAL
WOMEN ARE TAKING
ADVANTAGE OF NEW-
FOUND FREEDOMS IN
THE MIDDLE EAST

BY SIMEON KERR
PHOTOGRAPH BY ANAS CHERUR

n a dusty, unassuming industrial park on the fringes of
glitzy Dubai, Rita Huang is quietly building a last-mile
delivery firm that she says is on the verge of becoming the
region’s first female-founded unicorn — a start-up valued at
more than $1bn.

iMile, which boasts TikTok as one of its investors, has
rapidly grown since its formation in 2017, tripled revenues
since last November and is now locking to close a Series B
funding, drawing on major Chinese investors.

Under the guidance of Huang, a Dubai-based Chinese
expatriate, the delivery company relies on in-house
technology to take on legacy logistics operators.

Known as a tenacious, determined operator, Huang
stands apart in the regional start-up space: a Chinese
national running a disruptive business in the patriarchal
Middle East, where women are only beginning to take on
leadership roles in business and government.

But she has always been treated “equally” and, as one of
an estimated 200,000 Chinese living in the UAE, she says
Dubai’s cosmopolitan, meritocratic milieu was an ideal
location to build an enterprise.

“The number one question I get asked is how I am treated
as a woman CEQ in this region of the world — in China
women and men are treated equally and it is no different for
me in the Middle East, I am happy to say,” she explains.

There are only a handful of unicorns in the Arab world,
most notable among them Careem, the ride-hailing app
acquired by Uber in 2019. Most, like elsewhere in the world,
are founded and run by men.

MAGNITT, a start-up data platform, found that, between
2014 and 2020, only 2 per cent of regional start-ups were
set up by women, with another 2 per cent co-founded by
men and women, while 96 per cent were founded just by
men. In 2018, 11 per cent of regional funding went to firms
with at least one female founder, roughly similar to the 12
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History maker
Rita Huang expects iMile,
her delivery firm, to become
the Middle East's first
female-founded unicorn
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per cent on average in the US that year.

Huang grew up on Hainan island in China and was the
first woman in her family to attend university, graduating
from an elite institution in biomedical engineering. After
working for telecommunications giant Huawei, she came
to the Middle East when Alibaba headhunted her for the
role of chief technology officer for a Dubai joint venture,
where she helped build the region’s first public cloud
computing centre.

While working for the Chinese ecommerce giant, she
realised that inefficient deliveries were hampering the
development of digital sales and the lack of formal postal
addresses created problems for retailers. Huang, who had
coded for firms in China and sold digital products across
the Middle East, reckoned she could do better by using
technology to solve the problem.

In 2017, she decided to follow in the footsteps of many
other Chinese women and set up her own business: she
left Alibaba and founded iMile, a company that would link
Chinese manufacturers with the growing legions of online
customers in the Middle East.

iMile uses customised warehousing, digitised fleet
management and artificial intelligence-powered routing
optimisation to cure the delivery ills that bedevil
residents across the region, including Dubai, the futuristic
commercial centre. Technology also allows the firm to
use fewer call centre agents. And some 98 per cent of
this technology is developed in-house by 120 full-time
China-based engineers.

The surge in online shopping during the pandemic
supercharged her business and now Huang reckons
she would have a “competitive advantage” in a possible
global recession thanks to iMile’s partnerships with
cost-effective Chinese manufacturers that want to reach
customers directly through ecommerce. She says this
direct-to-consumer business model is driving the sector
globally, driven by direct deliveries from China.

iMile, which raised $40mn in its Series A funding
round last November, is now on a second round and the
ultimate plan is to go for an initial public offering
sometime in the future.

However, there are still a myriad of issues facing
entrepreneurs in the Gulf. They include varying regulatory
regimes across the six-member grouping of Gulf states as
well as the multifarious business set-up and licensing costs
that are needed to build the necessary scale for emerging
start-ups to challenge incumbents. iMile has now expanded
into 11 countries including Latin America, with operations
in Mexico and Chile, as well as Turkey and Morocco
nearer to its home base.

‘Women, especially nationals, have for decades faced
resistance in the conservative Gulf, where families often put
pressure on mothers to stay at home to raise their children.
While social attitudes are changing, with women entering
the workforce and being selected for senior government
positions, residual attitudes of this patriarchal system
remain. And, of course, there is the age-old question of
work-life balance — a problem magnified for those leading
fast-growing start-ups.

Huang, who is married with three children below the
age of nine, says: “There are lots of sacrifices, but it was
my decision — no one pushed me into it — and I tell them
we have a different life. I don’t get all the time I want with
them, but this is the life I chose.”

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F02&ts=2022090119464 3&uq=20220804 103507 44/69



2022/9/2 18:54

The growing start-up culture in Dubai, the region’s
established commercial and financial centre, is reflected
across the oil-rich region, where governments are keen
to encourage entrepreneurialism to create new jobs and
help diversify their economies away from a dependence
on hydrocarbons.

Saudi Arabia, the region’s largest economy, is undergoing
an economic and social transformation driven by
the ambitious, young crown prince, Mohammed bin
Salman, who has shaken up the kingdom. His agenda
has been widely welcomed by the nation’s youth, though
conservatives remain sceptical about the rapid social
changes and the new social freedoms that have been
accompanied by clampdowns on free speech plus
other repression.

The combination of social openness, female
empowerment and economic reform has, nonetheless,
opened more space for female entrepreneurs.

The resultant opportunities are not only being exploited
by expatriates such as Huang; nationals are also flooding
the start-up space. One of these pioneers, Mounira
Jamjoom, followed a traditional path for many Saudi
women, becoming a teacher after attending university.

Working as a special needs educator 15 years ago was a
world apart from today’s Saudi Arabia, where, since the
rise of Prince Mohammed, changes have included ending
the ban on women driving. There has also been a wholesale
increase in female employment across the economy, even
if these changes have been accompanied by arrests of the
female activists who had campaigned for such freedoms.

The unemployment rate among Saudi women has
decreased from 32 per cent three years ago to 20 per cent in
the first quarter of this year.

Further education, including a doctorate from Oxford
university, appeared to offer Jamjoom a future in academia,
but she went into consultancy, focusing on public sector
development and setting up a think-tank on education.

Hired by the government in 2014 to set up an education
regulator, she quickly realised that the vast sums of money
being ploughed into consultancy companies only created
strategies on paper — with little capability to deliver change
on the ground.

Setting up her own consultancy, Emkan, allowed
Jamjoom to implement projects that deliver change on the
educational front-line — such as bringing foreign investment
into the domestic education sector and introducing art and
culture to the curriculum for the first time.

“I never planned to be an entrepreneur — I always
wanted to be in education,” she says. “But I wanted
to solve problems in education — and that led me to
entrepreneurship, with a passion and mission to improve
the sector.”

While considering how to scale up, Jamjoom realised
that technology could provide an answer in the shape of
online learning platforms. In 2019, she co-founded Aanaab,
a digital professional development platform for Arabic-
speaking teachers, of which there are an estimated 3mn

‘Today, as a business owner,

you are respected and

treated equally’
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working in 140,000 schools in the wider Middle East.

This “edtech” company develops courses and content
for the classroom in a bid to upscale the workforce. Some
130,000 teachers have signed up so far — a number that
is increasing by 700 a week. “We want to be a human
resources department for the schools in the region,”
Jamjoom says. Fees are either paid by teachers, schools or
the government.

She believes the transformation of Saudi society over
the past five years has delivered a 180-degree turnround in
opportunity for women and youth.

“Now, today, as a business owner, you are respected and
treated equally — yes, we need more female businesses to
be funded by venture capital, but this is a global challenge
and we are part of that.”

Women, who have long outperformed men in higher
education, are now a rapidly expanding segment of the
workforce. Yet elements of the so-called guardianship
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model, in which males control aspects of their female
relatives’ freedom of movement, remain in place.
Before the recent freedoms were enacted, Jamjoom’s
life, earlier in her career, was much more difficult in the
conservative kingdom.

“It wasn't the Saudi of today — you needed to be three
times as competitive as any male to succeed,” she says. “T
was in meetings where you couldn’t even sit at the table
with governors — I had to sit next door and communicate
via CCTV, without them even seeing me — that made it
hard to get across what 1 wanted to say.”

“It was very challenging back then, from a social
perspective,” she adds. “Being an entrepreneur in a very
conservative sector, as well as having to compete with
international firms such as EY and PwC while being female
was very challenging to get contracts.”

Jamjoom says the government is supportive of female
entrepreneurs and she, in turn, regards the educational

reform component of the myriad development plans as
key to unlocking the kingdom’s true potential. The country
needs to overhaul its education system to boost early
education and then create a culture of life-long learning to
boost national economic productivity, she argues.

Only a quarter of Saudis are in early education, such as
kindergarten, whereas the global average is 80 per cent.

The higher education sector has made faster progress
than primary and secondary schooling, Jamjoom
says. The basic education challenge is “massive”, with
30,000 government schools, 670,000 teachers, and Imn
administrators. Bringing in external expertise and injecting
changes from the private sector are some of the answers
being considered.

In the meantime, developing teacher capacity via her
online platform helps build the foundations of the sector
from the bottom up. She says, “If you have got a good
teacher, you have a good system.” @
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Saudi-based Mounira
Jamjoom, whose digital
professional development
platform helps Arabic-
speaking teachers
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Wealth is not simply about worth, but staying
true to your values. Walking the walk, not just
talking the talk. That’s why we help our clients
manage their wealth their way, with integrity
and without compromise. It's the Coutts way.

B)

Coutts works with private clients over 18 who borrow or invest more
than £1 million with us, fees may apply.

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F02&ts=2022090119464 3&uq=20220804 103507 48/69




2022/9/2 18:54

16

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F02&ts=2022090119464 3&uq=20220804 103507

All pages from Financial Times (Asia), Friday, September 2, 2022

CRUDE AWAKENING
AS ENERGY DEMAND
SURGES, DEVELOPERS
WHO BET ON TEXAN
OIL ARE REAPING THE
REWARDS, DESPITE
CLIMATE CONCERNS

BY JUSTIN JACOBS
PHOTOGRAPH BY COOPER NEILL

ody Campbell calls his rapid rise in America’s hardscrabble
oil patch a “wild ride”.

Little more than a decade ago, when Campbell was in
his late 20s, he was looking for his next act. Injury had cut
short a brief professional American football career and the
2008 housing crisis had driven him out of the real estate
business. It was then that he returned from Indiana to his
native Texas and teamed up with a friend, John Sellers, to
start buying up drilling rights in promising oilfields to “try
to make a little money™.

Neither men had much experience in America’s fiercely
competitive oil business when they started. But Campbell,
now 40 years old, says his stint in real estate helped as they
acquired their first land for drilling. “We didn’t have any
money. We didn't have any employees. It was just the two
of us. And there were a number of times where we sort of
bet it all on individual projects. Somehow it worked out,”
he says.

In fact, it worked out better than Campbell could have
imagined. Through his firm Double Eagle Energy, the
company he jointly owns with Sellers, he has amassed
a fortune over the past decade selling oil-producing
operations to bigger players. Those deals now total nearly
$10bn, making Campbell one of the Texas oil patch’s most
prolific dealmakers of recent years.

His breakthrough sale came in 2012, when he sold a
cluster of oil and gas wells in Oklahoma for $250mn to the
late wildcatter Aubrey McClendon, who co-founded and ran
Chesapeake Energy, the large energy group.

The deals have only grown since. Most recently, in
2021, he and his partners, who now include private equity
company Apollo Global Management, sold a business in the
Permian basin in Texas, one of the world’s largest oilfields,
to oil company Pioneer Natural Resources for $6.4bn.

That came on the heels of a $2.8bn sale in the same area in
2017 to Parsley Energy, an oil and gas producer, itself later
bought by Pioneer Resources. “It’s been a wild ride, going
from basically just a bootstrap operation, where we never
knew from week to week whether we were going to make it,
to doing multibillion dollar transactions,” says Campbell.
Campbell, like others in the Texan oil industry, has
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Economies of shale
Billionaire Cody Campbell,
whose company Double
Eagle has benefitted from
extraction technologies
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Texan billionaire Tim
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CrownQuest Operating, is
coveted among acquirers
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been investing — and taking profits — despite mounting
global concerns about the impact of fossil fuel emissions

on climate change. They have ploughed on even as

these worries combined with growing political pressure
have pushed many financial investors to reduce their
commitment to the industry — and even pull out altogether.

In the US, the Biden administration has cheered passage
of the Inflation Reduction Act, the biggest climate bill in
the nation’s history, which will channel $370bn into clean
energy and electric vehicles over the next decade, with the
aim of slashing fossil fuel consumption.

President Joe Biden, who once promised to transition
America “away from the oil industry”, called the bill the
“largest investment ever in combating the existential crisis
of climate change”.

At times, in the years Campbell was making his fortune,
it seemed that sharp drops in oil prices would help climate
campaigners by driving down fossil fuel production -
notably at the outbreak of the Covid pandemic in 2020.
The consequent lockdowns saw US oil prices even briefly
falling below zero, hitting a negative $37.6 a barrel, as world
demand suddenly dried up. Hundreds of oil companies in
Texas and across the US went out of business, and it was a
close-run thing for many more.

Campbell says he and his partners discussed “shutting
everything down” at one point during the pandemic but
ultimately decided to stick to their original plans. “It was
tough for everybody and we were no different, it was real

‘Il think that there’s just a reality
in the world that we need oil and

we need natural gas’

stressful,” he says of the period.

But, in the volatile markets that rule the industry, prices
have since bounced back dramatically. They were already
on the rise throughout 2021 as global demand, driven by
economic recovery, was growing faster than producers
could bring back supply.

Then, in February this year, Russia sent its tanks into
Ukraine. The war brought havoc to commodity markets
and accelerated the surge in global crude prices, which rose
to $129/b in March, the highest level since 2008. Though
they have since fallen back to around $100/b, prices remain
far above the $64/b average for 2019.

In Texas, this surge has delivered a bonanza to those,
such as Campbell, that have invested in the shale
revolution. Big publicly listed US shale oil producers such
as Pioneer, Devon Energy and ConocoPhillips, proxies for
the rest of the shale industry, are making more cash than
ever before.

Political pressure on the production and use of fossil
fuel looms as large as ever, as highlighted by the Inflation
Reduction Act. But the industry is not short of support in
the US, especially in the Republican party, which dominates
Texas. In the summer of 2020, Campbell had an unexpected
call from the White House. President Donald Trump, who
would go on to lose the election that autumn, decided to
visit one of Double Eagle’s operations in Midland, Texas, to
signal support for the domestic oil and gas industry.

The ex-president was, and is, hugely popular in oil
country, where “Make America Great Again” flags fly and
“Trump 2024" bumper stickers are plastered on the back
of pick-up trucks. “His support for the industry was really
critical through that period,” says Campbell of the man,
who he spent the day with.

As for the outlook now, Campbell says that the high oil
prices seen this year — which he argues were exacerbated,
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but not caused, by Russia’s invasion of Ukraine — are a sign
of things to come.

Companies face difficulties raising funds to develop new
oil and gas projects as banks and other investors shy away
from the industry over climate concerns, argues Campbell.
He says that the oil supply picture in the coming years
“looks very bleak” and he expects it to lead to relatively
high prices for the foreseeable future — which would be
a financial boon to producers. “I keep thinking that the
capital is going to come back with the high prices, but
it just seems like people are really hesitant to get back
in,” he says.

illionaire oilman Tim Dunn also remains
committed to fossil fuels. A Texan, born and
bred, he has been in the industry since the 1970s
and founded CrownQuest Operating, based in
Midland, Texas, in the mid-1990s. A well-known

Republican, he has used his oil wealth to back
rightwing Republican candidates in Texas and advance
conservative and evangelical Christian causes.

Dunn’s company, like the rest of the industry, was
transformed when new shale drilling and fracking
technologies helped unlock vast crude reserves in the
oilfields of west Texas, where his group owned vast swaths
of land that had been deemed too expensive to produce.
The huge Permian basin has turned from a dying oilfield
into a juggernaut on global energy markets.

Dunn has expanded the business, where he employs two
of his sons, Luke and Lee as vice presidents, rapidly in
recent years. It is one of the most active oil and gas drillers
in Texas and operates more than 1,400 wells, turning out
more than 115,000 barrels of oil equivalent per day of oil
and gas. CrownQuest ploughed more than $700mn into
developing new wells in 2021 alone.

Analysts and bankers say CrownQuest, which is privately
held, is among the most coveted Permian drillers among
the larger companies that look for acquisitions in the
area, though Dunn has resisted selling so far. While the
company keeps its finances under wraps, analysts say
a sale could command $5bn or more. Dunn credits a
focus on "managing risks” in a relentlessly turbulent
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business for the success. “I think that is one reason we
have survived and prospered through exceedingly choppy
waters,” he says.

For Dunn, this year’s surging prices has added fuel to his
firm’s swift growth. The company, which already produces
more from the Permian’s oilfields than US supermajors
ExxonMobil and Chevron, says it expects “significant
production growth” in the coming years.

Meanwhile, for Campbell, the price upswing has allowed
his latest start-up in the Permian to take advantage of a
strong tailwind. In June, his Double Eagle raised more than
$1.7bn from private equity firms including Apollo and
Encap, along with other investors, to start snapping up
more development land in the Permian oilfield.

The fundraising success came despite the dearth of
capital in the industry. “We're in growth mode and we have
access to capital,” says Campbell of the new venture. He
says he’s hunting for bigger acquisitions in Texan oilfields
this time round and has assembled a group of investors that
can quickly pull off big transactions. The group is ready
even for a §5bn deal, he says: “We’re just getting started.”

The acquisition intent is a big bet that the industry will
keeping making money despite the government-backed
moves around the world to cut emissions and reduce the
potentially disastrous effects of climate change.

The International Energy Agency predicted in a
landmark report last year that spending on exploring
for new oil and gas reserves would have to end now for
the global economy to hit a target of achieving net zero
emissions by 2050.

That said, its base forecasts still see fossil fuel demand

‘Biden needs to start
treating oil and gas with
extreme caution’

extending far into the future. And this year’s energy
crisis, driving fears of fuel shortages, has scrambled the
climate debate.

Politicians and consumers, spooked by high energy
prices, have shifted their near-term focus from emissions
reductions to securing energy supplies — even if they are
fossil fuels. Despite the passage of the Inflation Reduction
Act, President Biden has this year asked the domestic oil
industry to increase supply to help bring down high fuel
prices at the pump, even if it means higher emissions. In
Europe, some leaders now want to soften climate targets.

Hallie Templeton, US-based legal director at Friends
of the Earth, an environmental group, slams the Biden
administration and the oil and gas industry for continuing
to expand oil output in the face of the climate threat.
“Biden needs to remove his oil-tinted glasses and start
treating oil and gas development with the extreme caution
it deserves,” she says.

Some of the oil industry’s biggest players have started
eyeing a shift to cleaner fuels. BP, Shell and TotalEnergies
are ploughing money into solar projects, offshore wind
farms, batteries and electric vehicle charging networks.
Even the American oil supermajors ExxonMobil and
Chevron, seen as more reticent to abandon oil and gas, are
investing in carbon capture and storage and hydrogen to
try to cut their emissions and safeguard their businesses
from the energy transition.

Campbell argues that the energy crisis that has roiled the
global economy this year is a warning sign if leaders try to
pull out of fossil fuels too quickly.

“I'm young, and I have a young family, and I worry about
[climate change] too. But I think that there’s just a physical
reality in the world that we need oil and we need natural
gas. We're seeing right now some of what happens if we
don’t have it,” he says

Dunn is more scathing of policymakers’ approach to
climate change, which he argues is being used as cover to
extend the reach of government power. He argues they are
rushing too fast to get the world off fossil fuels, which he
says remains central to global wealth and wellbeing. Rather
than focus on eliminating oil and gas, policymakers should
balance the “economic trade-offs” of cutting fossil fuel use
and the potential harm from climate change. In short, they
should focus on adapting to a warmer world rather than try
to prevent it.

“Only forced impoverishment can deliver us to a 100 per
cent renewable future any time soon. Perhaps we should
allow policymakers to first convert to this lifestyle and give
us a full report on whether they prefer to continue in it,”
says Dunn.

Climate activists argue that the rapid drop in the cost
of renewables and the risk of climate catastrophe mean a
quick transition to cleaner energy is both needed and will
ultimately be cheaper than running the global economy
on fossil fuels. Yet, from the Texas oilfields, that transition
looks a distant prospect.

Of oil, Campbell says, “When my kids have kids, [ don’t
know. But certainly, for the next couple of decades, for the
rest of my career, it’s going be something that we need.” @
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MOVING TOWARDS
A GREENER FUTURE
DESPITE GEOPOLITICAL
AND ECONOMIC
UNREST, MANY
INVESTORS STAND
BEHIND THEIR ESG
COMMITMENTS

BY SARAH MURRAY
PHOTOGRAPH BY MATT NAGER

or Colorado-based Doug Spencer, the devastating floods
that recently hit Yellowstone National Park presented
compelling evidence for his conviction that investing with
an ESG (environmental, social and governance) lens has
never been more important.
Like many wealthy investors, Spencer, who is on the
park’s board, is undeterred by Russia’s invasion of Ukraine,
soaring inflation or oil price spikes. If anything, the turmoil
has prompted Spencer, a philanthropist and full-time
impact investor, to increase his commitment.
“In the past year, I've doubled down on my alternative
energy investments and investments in climate solutions,”
he says. “And not just solar and wind but a broad portfolio.”
Spencer made money in business early in his life: he rose
to lead firearms manufacturer Cooper Arms, a maker of
single-shot shotguns, and sold the company in 1997 for an
undisclosed sum at the age of 41.
Having sold his business, he shifted his focus to social
impact by working in microfinance institutions (which
serve poorer borrowers) and organisations tackling
global resources challenges (such as water scarcity), as
well as by using his investments to help solve social and
environmental problems. “If you're going to invest for the
long term, those are the kinds of places you need to be
now,” he says.
Spencer is not alone. Despite recent geopolitical and
economic upheaval, many wealthy investors are not
abandoning their ESG commitments. Quite the opposite,
says Erika Karp, chief impact officer at Pathstone, a
multifamily office that manages $40bn on behalf of its
clients, of whom Spencer is just one. “Families want to keep
a cohesiveness — in times of crisis that’s important.”
Data from Savanta, a research company, support this
view. In a survey conducted after the Ukraine invasion, .
about 80 per cent of the 27 wealth managers polled said Greenfingers
pe AgETS po Investor Doug Spencer
they expected interest in ESG among their clients to remains undeterred by
increase in the next 12 months. P recent events in Ukraine
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For some family offices, soaring oil prices have made it
possible to increase ESG investments. “The performance
of the oil companies has been an opportunity for us to sell
their stocks and expand into other sectors,” says Pierluigi
Ventura, chief executive of the PFC Family Office, which
manages the assets of the Marzotto family, and is run by
Giorgiana Notarbartolo.

The positive approach of at least some wealthy investors
comes in contrast to the ESG backlash that recently
emerged in the broader investment community.

Last year, for example, Desiree Fixler, former global
head of sustainability at German asset manager DWS, made
public her concerns that DWS had misrepresented its ESG
capabilities, sparking broader concerns about so-called
financial greenwashing. In May, German police raided
DWS'’s Frankfurt offices in an investigation into alleged
mis-selling of green investments.

Then, in the first quarter of 2022, ESG investing across
the financial sector took a hit in response to tech stock
volatility, the Russian invasion and interest rate hikes in
the US, with inflows to ESG funds halving, according to the
Institute of International Finance.

The world’s largest money manager has also shifted its
position on ESG. BlackRock said in May it would support
fewer climate-focused shareholder resolutions this year
and that, as a result of Russia's invasion of Ukraine, more
short-term investment in traditional fuel production would
be needed to increase energy security.

When it comes to the clients of Jonathan Bell, chief
investment officer at London-based Stanhope Capital,
the picture is mixed. One group, he says, is committed
to investing in an environmentally friendly and socially
sustainable way. “They are sophisticated in that approach,”
he explains. “And what’s happened in the past six months
doesn’t change their views.”

By contrast, he says, another group — clients who focus
on social impact through philanthropy but on financial
returns in their investing — applied an ESG lens to their
portfolios when it was easy to make money. “You invested
in growth in companies with minimal [carbon] footprints
and you outperformed the market,” he says.

For these clients, the market’s poor performance at the
start of this year changed the equation, prompting them
to look elsewhere for returns. These clients, he says, are
making the shift “covertly rather than overtly” by moving
to a different fund manager.

“If that manager has a value bias or a cyclical bias, the
chances are that your carbon footprint will get worse,” he
says. “But you justify the move on changing the style bias,
given how poorly growth did in first three months of year.”

However, many wealthy private individuals and families
are sticking to their sustainable investing strategies
regardless of such concerns. And some of the world’s
wealthiest are taking an increasingly activist stance on
environmental issues.

In Australia, for example, tech billionaire and Atlassian
co-founder, Mike Cannon-Brookes, launched a successful
shareholder campaign that blocked AGL Energy, the
country’s biggest carbon emitter, from spinning off three
coal-fired plants. “We embrace the opportunities of
decarbonisation with Aussie courage, tenacity & creativity,”
Cannon-Brookes wrote in a tweet on learning of AGL’s
decision to abandon the demerger.

Cannon-Brookes had objected on environmental grounds,
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since the resulting company would have run the plants into
the 2040s, which he argued was not consistent with Paris
agreement climate goals. He was pushing for them to be
shut down by the early 2030s.

Even Carl Icahn, the billionaire activist investor and
corporate raider, recently launched a campaign with an
ESG flavour when he acquired 200 shares in McDonald’s to
push the chain’s management into improving conditions for
the animals that go into its burgers.

This kind of investor pressure is something that
billionaire and outspoken climate activist Sir Christopher
Hohn — whose firm, TCI Fund Management, has more than
$40bn in assets — expects to see more of in the coming
years. Hohn is pushing the companies that TCI invests in to
become more transparent about their emissions reduction
efforts. He also favours mandatory regulation on corporate
climate disclosures.

Hohn believes high oil prices are a wake-up call that
will accelerate the shift to a low-carbon economy, with
the Russian invasion already sparking EU support for
renewable energy funding as a way to reduce imports of
Russian gas.

“The whole world should now be focused on seeking
alternatives, whether it’s renewables or nuclear or
hydrogen or synthetic fuels,” he told a Financial Times
Climate Capital conference in March. “Suddenly, all of these
things are far more economic.”

Hohn's argument is gaining support. For many investors,
the Russian invasion has merely increased the investment
appeal of the clean energy technologies needed to put the
world on a path to net zero (emissions levels that are in line
with the Paris climate accords).

“Recent events in Ukraine have laid bare the risks of
relying on fossil-fuel supplies,” says AJ Singh, executive
director in the ESG team at UK wealth manager Brown
Shipley. “Moving to local renewable energy and adopting
other clean technologies is becoming paramount.”

Singh says that investors should also take note of how
the Ukraine war is shifting the energy goals of governments
such as the EU, which has promised to block Russian oil
imports by sea by the end of this year and reduce gas
imports from Russia by two-thirds within a year while
accelerating investment in renewable energy.

Nor is clean energy the only focus for wealthy ESG
investors. Some are also looking at asset classes that can
both meet ESG criteria and deliver healthy returns at a
time of rising inflation, which pushes up borrowing, labour
and materials costs for companies. “We are seeing clients
look at real assets because they have an inflation bias,”
says Singh. “Green infrastructure, green buildings and
commodities have done pretty well.”

This is also the case for PFC. “The only thing that has
changed this year is that we prefer some sectors because
of inflation,” says Ventura. However, he stresses that an
ESG lens is still used when making decisions about what to
include in the portfolio.

Real assets that PFC favours include green real estate and
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Effects of the devastating
floods that hit Yellowstone
National Park earlier
this year
2
Erika Karp, chief impact
officer at Pathstone
3
Tech billionaire Mike
Cannon-Brookes

‘We embrace the opportunities
of decarbonisation with Aussie
courage, tenacity and creativity’
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the construction materials used in green buildings. It
is also moving into the chemicals sector but with an
emphasis on companies that are working on solutions
to environmental problems, such as developing
alternatives to single-use plastics.

In making such choices, wealthy families are increasingly
listening to younger members such as Notarbartolo,
who wants to use environmental and social impact as a
framework for investing. “We're seeing that generational
shift with regard to managing family wealth,” says Karp.
“And this generation is more progressive.”

‘When considering ESG principles during turbulent
times, private and family investors have the advantage of
being able to take a longer-term view. “Unlike institutions
like banks and insurers, we have a different perspective
because we have to think about the future of the family,”
says Ventura. “And it's impossible to have impact in the
short term.”

Spencer is another investor who is prepared to take
lower returns in the short term for future gains. For him, a
6 to 8 per cent annual return across all his investments is
acceptable (the S&P 500’ historical average is about 10.5
per cent). “I think about it in terms of how much it’s worth
to know that the capital I'm deploying is doing some good
in the world,” he says.

Moreover, he believes that, in the end, these investments
will pay off. “I may not make a good return on my solar
investments for a few years,” he says. “But I bet you, in 10
years’ time, I'll be hitting some home runs.” @
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BIG MONEY IN
LITTLE CHINA
SINGAPORE IS FAST
BECOMING THE NEW
CENTRE FOR ASIAN
WEALTH AND THE
CHINESE ELITE ARE
COMING IN DROVES

BY OLIVER TELLING

n its 57 years as an independent country, Singapore has
rarely made cultural headlines. But, in 2018, for the first
time, millions around the world flocked to see a film set in
the city-state.

Crazy Rich Asians, a Hollywood production based on a
novel by a Singaporean, enchanted foreigners with a fantasy
vision of the 733 sq km island, in which ethnic Chinese
billionaires flitted between mansions and five-star hotels.
Singapore was portrayed as a cocktail party that never
ended, where the rich would perpetually rub shoulders
with each other, and luxury was always within reach.

Now this already crazily rich city is receiving a big new
dose of money — thanks to a fresh influx of tycoons from
across the South China Sea. After enduring years of political
crackdowns, severe Covid lockdowns, and unease about
Beijing’s global reputation, many of China's wealthiest
have been packing their suits and designer dresses.

And, according to wealth management professionals in
Singapore, an increasing number are booking plane tickets
to the city-state.

Anecdotal reports indicate that well-heeled clients have
been arriving in droves at Singapore’s hotels and seaside
estates — which suggests the city-state could overtake
Hong Kong as the premier destination for Asia’s rich, after
Beijing’s clampdown on the former British colony tarnished
its allure.

“It has been really crazy this year,” says Vikna Rajah,
co-head of the private client business at law firm Rajah
& Tann. He says his team in Singapore is handling one
enquiry every week from multimillionaires keen to
establish a family office — a type of private investment
firm. About a third of those approaches come from China.
A few years ago, the firm would receive only “a handful” of
enquiries every year.

“In times of uncertainty, there is always a flood to more
stable jurisdictions,” Rajah says. “Singapore is seen as
extremely safe, [with a] strong rule of law.”

Another financial services professional in Singapore,
speaking on condition of anonymity, was more cynical: the
sanctions imposed on Russian oligarchs over the Ukraine
war have made wealthy Chinese fear similar restrictions if
Beijing pursues an invasion of Taiwan. Moving to Singapore
could create some useful distance from the Chinese
government, the person argues.

Chinese billionaires want “to stop being identified as a
Chinese person,” the professional explains. “It is like money
laundering. Except you are laundering your own identity™.

Joseph Poon, head of private banking at Singapore lender
DBES, also says demand “is getting stronger and stronger”
from Chinese clients looking to establish family offices.

“In the past, Hong Kong has been their traditional
out-of-China stepping stone. [But now], is it really separate
from China in terms of laws and regulations? A lot of clients
don’t see it to be the case”. He says: “The real offshore in
Asia has defaulted to Singapore.”

PHOTO:GETTY IMAGES
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It is not the first time that Singapore has welcomed an
influx of émigrés from China. Once a sparsely populated
rainforest with barely a hundred residents, the territory
became a colonial shipping port that ballooned in
population in the 19th century, largely thanks to Chinese
merchants and workers arriving on its shores.

The city-state has maintained close links with China
since then. In 2019, more than three quarters of Singapore’s
5.3mn residents were ethnically Chinese, as has been every
prime minister since independence. Singapore trades more
with China than any other country.

After Singapore emerged as a low-tax business centre
in the late 20th century — with colonial buildings razed
to make way for sleek glass towers — many Chinese
have shielded money there in offshore funds. But, with
the economy also booming at home, relatively few were
interested in emigrating.

Now, says one former Singapore official, “more and

more Chinese friends and acquaintances are settling in and
asking: how do I get permanent residence in Singapore?”

Beijing’s increasing talk of “common prosperity” and
“going after the entrepreneurs” has unnerved those who
made their fortunes in China, they add. Today, Singapore
appears far more friendly to the rich.

“You want to see the real rich [Chinese]? You go and walk
around Sentosa,” the official says, referring to the island off
Singapore’s south coast that serves as a billionaire enclave.
“There seems to be an uptick in Bentleys.”

One finance industry executive observed that “[Chinese
billionaires] have always treated Singapore like a hotel,
just like the Russians in London” — but also asked not to be
named because of the sensitivity of the matter. “Now, they
are looking to become permanent residents.”

New arrivals at Sentosa’s luxury beachside villas have
come despite promises by the Singapore government to
regulate foreign money more tightly. The home of Crazy P

Dressed to impress
China’s elite have been
flying into Singapore
in increasing numbers
according o wealth
management professionals
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‘You cannot go to Hong
Kong. So Singapore is
the most Chinese place
you can go to’

1
Singapore has raised the
bar for elite family offices to
qualify for tax exemptions
2
Joseph Poon, head of
private banking at DBS
3
A scene from 2018
Hollywood production,
Crazy Rich Asians
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Rich Asians is also home to acute inequality. Rumblings
among voters about the benefits of enticing elite foreigners
have pressured the government in one of the world’s most
liberal economies to respond.

In April, Singapore marginally raised the bar for family
offices to qualify for tax exemptions on the income from
their investments. In a move seemingly designed to stop
foreigners treating Singapore “like a hotel”, officials
announced that they must now invest at least S$10mn
($7.1mn) locally in Singapore, or 10 per cent of their assets
if this is lower. Certain funds would also be required to
employ a professional from outside the family.

The changes were introduced to “enhance the
positive spillovers to the Singapore economy”, an MAS
spokesperson said. But wealth managers say this has not
deterred Chinese clients from flying in. Committing to
spending S$10mn and hiring one non-relative are negligible
costs to the dynasties behind family offices, whose assets
typically run into hundreds of millions of dollars.

In the broader geopolitical context, Singapore is only
becoming more attractive.

Parents “don’t want to send their kids to the west”, says
one multi-millionaire and long-term Singapore resident,
pointing to growing hostility towards China and racism
against Chinese people in the west. “You cannot go to Hong
Kong. Singapore is the most Chinese place you can go to.”

According to the ex-Singapore official, “If you go and
live in a western country, you are really burning bridges
with China. We are friendly enough with China. We are
geographically close, we are culturally close. You can call it
a "China plus one’ strategy. And we are the plus one.”

And, while appearing to tighten regulation, Singapore
is in fact taking a number of steps to snatch more wealth
from abroad.

Its Economic Development Board, the government entity
responsible for courting foreign business, has upped its
marketing of the city-state as the “ideal destination” for
family offices.

In 2021, as Beijing was tightening its grip on Hong Kong’s
lawyers and politics, the EDB published a report extolling
“Singapore’s political stability and strong rule of law”. It
also highlighted how “family businesses can look forward
to quality healthcare, housing and education”. By the end
of 2020, there were some 400 family offices in Singapore, it
noted — double the number a year earlier.

Some clients were even granted “special permission” to
fly into Singapore during the height of the pandemic, when
residents faced one of the world’s strictest lockdowns, says
Poon of DBS.

Asked how his Chinese clients have spent their time since
touching down in the city-state, he insists their primary
interest is doing business.

“I don’t think many come and think of this as Crazy Rich
Asians, do crazy things in Singapore. The only indulgence 1
see is a lot of them playing a lot more golf,” Poon says.

“Singapore remains an island of neutrality in many
people’s eyes...Many, many Chinese are interested in
expanding into [other markets], from the safety and the
lighthouse that is Singapore.” @
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BOOK REVIEW
THE PRICE OF
EVERY THING

BY ANDREW JACK

Hard times
The effect of
hyperinflation in
Venezuela is the
subject of several
anecdotes

hen the journalist
Rupert Russell landed
in Caracas with
$10,000 stuffed into
his underpants, his
aim was to circumvent
Venezuela’s hyperinflation and tough
currency controls while reporting on the
survival tactics of the local population.

He saw a street vendor updating a
makeshift sign multiple times each day
bearing the price of his lemonade, and
was presented with a 45mn bolivar bill
after a restaurant meal that required two
international bank account numbers: one
to pay for the food, another for the tip.

He saw desperate children fighting over
discarded chicken bones; and interviewed
a woman who earns extra money queuing
up for hours to buy scarce rationed goods
at official prices, then marking them up
(her commission) and selling them on.

In a supermarket, he found empty
shelves occasionally interspersed by
others lined with identical mayonnaise,
ketchup or bottles of mineral water
“like an Andy Warhol lithograph, the
pattern of consumer products repeated
in all directions”. These full shelves
were a response to edicts to deflect
negative perceptions.

Such anecdotes are among the best
parts of Price Wars, Russell’s book, which
provides a colourful description of the
economic pain inflicted in some of the
globe’s exotic regions. However, despite
the quality of some of the storytelling,
Russell fails analytically to meet the
promise of his subtitle: how chaotic
markets are creating a chaotic world.

The author describes, with a rightfully
critical eye, much hardship and inequality
across the globe, from orphaned children
in post-Isis Mosul to the inhabitants of
bombed-out Mogadishu. He is justly
scathing of the swelling bonuses of the
financial elites after 2008 while so many
other people, including many disillusioned
supporters of Trump and Brexit, suffered.

Yet, despite fulsome praise on the back
cover from personalities as curiously
diverse as Liaquat Ahamed, author of
Lords of Finance, and Griff Rhys Jones, the

RUPERT RUSSELL

British comedian, his attempt to find a
common thread lacks coherent argument.
His book is primarily a compilation of
sketches from fly-in, fly-out journalism,
with occasional bursts of self-revelation
and somewhat over-dramatised personal
danger as he projects the odd encounter

with officialdom, or distant military
conflict, with imagined threats of
persecution, imprisonment or worse.

The structure is essentially a travelogue
of multiple short assignments, with a
final chapter seeking to distil nearly a
century of political economy thought
with critiques of neo-liberal policies,
International Monetary Fund austerity
measures and financial speculation.

At times — unsurprisingly for someone
seeking to cover such a range of complex
topics — there are outright errors. Russian
President Vladimir Putin was not, as
he states in a chapter on the conflict
in Ukraine, formerly the mayor of St
Petersburg, for example. Nor was he
chosen “by chance” by Boris Yeltsin as his
successor because of a poll suggesting he
resembled most closely a fictional spy hero.

Elsewhere, he skims over detail or
nuance in favour of reductionism,
seeking explanatory equivalence for very
different scenarios: “Is Venezuela really
more corrupt, authoritarian or centrally
planned than other cursed petro states
such as Russia or Saudi Arabia?” he asks
rhetorically, shifting responsibility for the
country’s chaos from Chavez to US policy,
the free market and fluctuating oil prices.

Periodically, Russell highlights some
interesting work by analysts: how far
Brexit support was inversely correlated
with house prices; that high food prices
are not always related to food shortages
but do tend to spark riots; and that
conflicts in Africa often occur in times
of unusually low or high rainfall.

He has some perceptive examples of
how markets work, or fail to work. For
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instance, hedge funds have successfully
arbitraged food prices based on the
differences between insights from satellite
imagery on likely crop yields and
inaccurate government forecasts that drive
consensus views. Meanwhile, algorithmic
trading apparently mistakenly drove up
the price of Berkshire Hathaway shares
after confusing the company with the
actress Anne Hathaway, who made news
by presenting the Oscars.

His overall thesis seems to be that
“prices” — implicitly, markets — are the
primary driver of human suffering. Yet
there is little attempt to tease out cause
and effect, interpret contradictory
outcomes in different circumstances,
or place recent trends into historical
context. Prices, after all, are reflections
of complex underlying factors.

His dismissal of the threat of inflation
— itself a driver of high “prices” and
poverty — looks overtaken by events. So,
too, does his analysis of Putin’s escalating
war against Ukraine. The conflict may
have been enabled in part by high oil and
gas prices, but there were clearly other
reasons behind his aggression.

There is little doubt that the growing
volumes and interconnections of trade,
finance and information increase the
scope for market manipulation and global
repercussions of once-isolated effects. A
deeper investigation might have explored
more closely the extent to which prices
are, in other circumstances, mismatched
with commercial realities and the shifting
factors driving their fluctuations.

Finally, Russell provides no clear
proposals for mitigating the worst effects
of this system, let alone for an alternative.
As Oscar Wilde almost said, focusing on
price alone is of little value in itself. @

Price Wars. How the Commodities Markets
Made Our Chaotic World by Rupert Russell
(Doubleday, $29.00)
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RUNNING A
TIGHTER SHIP
OWNERS ARE TAKING
NOTICE OF CARBON
EMISSIONS, THOUGH
MANY ARE STILL
WORRIED ABOUT
THE COST

BY VICTOR MALLET
PHOTOGRAPH BY EOIN O'CONAILL

t is hard to think of a more visible manifestation of great
wealth and excessive consumption than a superyacht, as
Russian oligarchs have discovered to their cost, following
Vladimir Putin’s invasion of Ukraine in February.

As western governments began detaining these very
obvious luxury assets at harbours and shipyards around
the world in successive rounds of economic sanctions
aimed at Moscow, the targeted billionaires directed crews
to steer the vessels to safe havens such as the Maldives in
the Indian Ocean or Turkey in the Mediterranean. Roman
Abramovich’s 163-metre Eclipse, one of the world’s largest
superyachts and estimated to cost more than $1bn, found
refuge in the Turkish port of Marmaris.

Long before the latest Ukraine war, however, the
superyacht industry faced a problem unrelated to any
support the ships’ wealthy owners may have provided to
warmongering authoritarian regimes: their impact on the
environment and the impression they gave that the rich
could not care less about climate change.

Most superyachts — typically defined as a leisure vessel
more than 30 metres or 100ft in length — are essentially
motor vessels like small cruise liners, catering to
proprietors or charterers and a few pampered guests. The
biggest have helicopter pads, swimming pools and gyms as
well as luxury suites. Some even have mini-submarines.

Very few are sailing yachts, and most of them consume
vast quantities of diesel. Only now are manufacturers
starting to develop new technologies such as hydrogen-
powered electric propulsion that will cut emissions.

In the meantime, building the boats, operating them and,
eventually, scrapping them all have a damaging effect on
the environment. The same is true of aircraft and cars, but
the very visibility of superyachts in tourist hotspots, makes
their ecological footprint an increasingly sensitive topic.
The global fleet has grown more than sixfold since 1985 P
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‘You look at the magazine
and you’ll never see a
bad superyacht’

to reach more than 5,200, according to Superyacht Times.
And the fleet cruises the world’s vulnerable oceans.

“For sure, now it’s really high up the agenda — there’s
been a fundamental shift,” says Monaco-based superyacht
designer Espen Oeino, who reckons it is only in the past
few years that most proprietors have really started to pay
attention to yacht emissions. Clients ask him what can
be done to reduce energy consumption onboard, both
for propulsion and for the so-called “hotel load” of air-
conditioning and other services, and even how to build the
boat in the first place in a responsible way.

Rob Doyle, another naval architect who designs
superyachts and is based in Kinsale in Ireland, agrees that
more owners are beginning to take notice of the need to
reduce carbon emissions and protect the environment,
though many are still concerned about the cost. “There is
still a huge amount of greenwashing,” he says. “You look at
the magazines and you’ll never see a bad superyacht.”

And bad they often are. Research by anthropologists
Beatriz Barros and Richard Wilk of Indiana University into
the carbon footprints of the super-rich found that yachts
contributed an outsized share of the carbon emissions
of the billionaires who own them — far more than their
private jets or mansions.

For former Chelsea Football Club owner Abramovich,
for example, of the 31,200 tonnes of CO; equivalent he is
calculated to have emitted in 2018, no less than 22,400
tonnes came from his yachts. Yacht emissions for Bernard
Arnault, owner of LVMH and France’s richest man,
accounted for nearly 9,000 tonnes of his total of 10,400
tonnes.

There are other ways for the wealthy to be embarrassed
by their superyachts. Dutch shipyard Oceanco is facing
resistance from angry locals after asking the city of
Rotterdam to temporarily dismantle the old Koningshaven
Bridge so that Amazon founder Jeff Bezos’s new Lthree-
masted vessel — this one is a sailing yacht costing hundreds
of millions of dollars — can reach the port and the open sea.

But the impact on the climate is still the environmental
whale in the room for yacht owners, builders and designers:
Bill Gates and Elon Musk are both big carbon emitters, but
their 2018 numbers were much lower than those of their
fellow billionaires because they did not have yachts, the
Barros-Wilk paper showed.

The accelerating effort to green superyachts reflects
similar moves in the aircraft and vehicle industries to
adopt new technologies and systems that help to reduce or
eliminate carbon emissions and other pollution.

For superyacht designers and builders, the process starts
with the shape of the hull or hulls, because there are few
things so wasteful of energy as pushing a heavy metal or
composite vessel through a fluid as dense as water. For
both Oeino and Doyle, this search for what Oeino calls
the “geometry of an easily driven hull” means looking
at multihulls (catamarans or trimarans) for the next
generation of big yachts, because they are designed to skim
along the surface of the sea rather than laboriously plough
through it, even if there are obvious constraints on weight
and what you can do with the interior space.

32

Next, propulsion. There are already diesel-electric boats
in service, which use diesel generators running at optimum
revolutions (more economical, less polluting) to power
electric motors, and, in future, the idea is to run the electric
motors with the output from hydrogen fuel cells.

Then there is the electricity needed for the yacht’s hotel
load, principally air-conditioning and the making of fresh
water from seawater, but also lights and other electrical
systems. Solar panels can produce some power but rarely
enough even to run a present-day superyacht at anchor, so
to charge batteries and run the boat, some other form of
carbon-free electricity generation is needed to replace the
diesel generators widely in use today.

For Barros and Wilk, none of this can justify owning any
kind of superyacht. They write: “While many billionaires
have taken pro-environmental actions in their personal
lives or their corporate connections or donate money
to climate change organisations and purchase carbon
offsets, none of these actions actually ‘cancels out’ their
total emissions. A 90-metre yacht can be touted as energy
efficient or environmentally friendly but, as critics of

All pages from Financial Times (Asia), Friday, September 2, 2022

Maval architect of
superyachts, Rob Doyle
2
Monaco-based superyacht
designer Espen Oeino

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F02&ts=2022090119464 3&uq=20220804 103507

65/69



2022/9/2 18:54 All pages from Financial Times (Asia), Friday, September 2, 2022

‘eco-chic’ point out, it is still a huge waste of resources, a
frivolous luxury in a warming world.”

But the industry is trying. Doyle’s answer, developed by
his own firm and Van Geest Design, is Domus (“home” in
Latin), a project for a 40-metre sailing trimaran described
as “the first truly zero-emission yacht” over 750 gross
tonnes, which would generate electricity to charge its
batteries from solar panels, hydrogen fuel cells and its own
propellers acting as dynamos when the boat is sailing.

“It came out of a conversation we had with a client,”
says Doyle. “We proposed this project with fuel cells, and
regenerative sailing. It’s silent... people just want to listen
to the water and the wind coming across and not have the
hum of generators or the whiff of diesel.”

Hydrogen propulsion is in its infancy for mass transport.
The gas is difficult to store, though it can be made from
methanol, and there is, as yet, no distribution network for
the fuel. But the interest in hydrogen is just one sign of how
the yacht industry is hunting for ways to lower emissions
in the years ahead as the pressure from regulators — and
public opinion — increases.

Oeino notes that in some places, including the World
Heritage Site fjords such as Geirangerfjord in his native
MNorway, rules limiting emissions are already in place and
becoming stricter, and will help to force the pace of the
greening of ships and yachts.

The first systems for big yachts to be fully powered
by renewables are likely to be the tenders, the smaller
boats that ferry people to and from the shore, which are
already starting to shift to electric propulsion, and the
equipment that contributes to the hotel load when the ship
is stationary. Hotel loads can, in any case, be reduced by
sensible design and operation, given that indoor superyacht
spaces are heavily air-conditioned all the time despite
owners and guests spending a huge amount of their time
outside, on deck.

Transocean travel with zero emissions is a much
bigger ask, says Oeino. "A lot of stuff is already being
implemented, but the full electric big yacht with zero
emissions is still not a reality,” he explains, because it is
impossible to store or produce enough energy onboard.

“It will be a combination of things that will bring us all to
lower emissions and eventually zero emissions” @

“YACHTS FOR SCIENCE’ CAN BE A BREAKTHROUGH FOR EXPLORERS

For yacht owners who feel guilty not only their boat in St Tropez drinking cocktails,” says

about their environmental footprint but also O'Donnell *1t's about making the ownership

about how little they use their expensive mare worthwhile”

boats, Rosie O'Donnell has the perfect The idea of YFS fits with the trend among

solution: Yachts for Science. yachtowners to commission robust so-called
YFS, which its co-ordinator O'Donnell expedition or explorer yachts that can fravel

describes as "a dating agency, almost like a long distances, to the Antarctic for example,

Tinder for the sea”, is a platform to match idle  rather than being safisfied with something
yachts and their crews with scientists in search  that will buzz at high speeds around the

of a vessel that can reach remote areas and resorts of the Mediterranean or the Caribbean.
allow them to research everything from coral “The yachting industry is always looking for
reefs and manta rays to great white sharks. In ways to reinvent itself” says Dominic Byrne of
some cases, the owners and their families like Arksen Marine, a builder that backs YFS and

to be on board for the ride. is building a new range of high-tech motor
“lt's for people who want to be a bit yachts. "People are looking to go further afield,
philanthropic so they have got something and they are looking to da it in an eco-friendly

more to talk about than sitting on the back of way as much as possible”

33
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THE RICH COLUMN
TENSIONS FLY HIGH IN EAST
HAMPTON AIRPORT DRAMA

East Hampton airport is
at the centre of a legal
battle. Manhattan is only 45
minutes away by air

Madisen Darbyshire is the
FT investment reporter
based in New York
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BY MADISON DARBYSHIRE

h, summer in New York. A time for intense

temperatures, heady romance and action-

packed blockbuster films. But this season’s

biggest drama is playing out on the tarmac at

East Hampton airport, a two-and-a-half-hour

drive east of Manhattan (four if you hit rush
hour, six if it’s a holiday weekend).

The desire to avoid crawling car traffic to luxury
Hamptons retreats “Out East” has fuelled a showdown over
the proposed closure of the airport. By air, Manhattanites
can reach East Hampton in under 45 minutes.

But some Hamptons residents say that the noise from a
boom in private air travel is intolerable. This summer, a
years-long battle came to a head when the airport was
slated for closure on May 17 in order to be taken private by
the town, which would allow for control over operations.
The airport has been temporarily held open and remains
public without restrictions — following an emergency
restraining order and pending a judge’s ruling.

Between May and September each year, the population of
East Hampton explodes from about 22,000 to an estimated
90,000. Queues in grocery stores stretch as the “summer
people” arrive to enjoy pristine beaches, cooler
temperatures and the absence of the city’s hot-trash smell.

In 2019, 31,000 flights landed at East Hampton airport,
with the vast majority — 75 per cent — concentrated in
the summer months, according to town data. The 2019
figure was up 21 per cent on 2015, largely driven by an
increase in helicopter landings, which increased by
42 per cent over the period.

Commercial helicopter airlines, such as Blade, have
helped bring the outrageous convenience of private travel
from the 0.1 per cent to the wider 1 per cent. A seat to East
Hampton will cost you about $1,000 one way.

While the battle has been raging over East Hampton
airport for years, scrutiny intensified during the pandemic
as city dwellers fled to their luxury beachside boltholes to
weather the storm.

The number of complaints had already risen,
to 47,000 in 2019 from 19,000 four years earlier, mostly
from properties on the flight path. Complaints came from
553 households, with a few logging more than 1,000.
Helicopter traffic is overrepresented, accounting for
53 per cent of noise complaints, despite making up just 30
per cent of landings at the airport, according to town data.

Conflict between Long Island locals and more affluent,
and transient, summer people, is a tale older than Gatsby.
But the airport debate is not so simple. Local businesses
don’t want to stymie the spending of literal high flyers,
while summer people don't appreciate the relentless
chopping of elevator blades over their beach homes.

The environmental impact of all the private air travel

is a concern, while helicommuters fear the end of the
ride-share party. Advocates for the airport remaining open
say it is vital for the local community to have access

to an airport for medical evacuations.

The town of East Hampton has been hit with several
lawsuits over its attempt to shut the airport, and the battle
has been heated. (“I've never seen a case with more
motions,” said one aviation lawyer involved in the airport
dispute.) “Eighty per cent of the town wants the airport
to stay open, with restrictions on things like schedules,”
says Andy Sabin, a pro-airport Hamptons resident and
plaintiff in one of the lawsuits against the town. “But
we have the wackadoos out here. If you don’t like rich
people, go to Venezuela or Cuba and you don’t have to
worry about it any more.”

Peter Van Scoyoc, the town supervisor and a named
defendant in a lawsuit brought by Blade, and his office did
not respond to requests for comment.

Supporters of the airport say time is money. A study last
year by the East Hampton Community Alliance (EHCA)
calculated that flying may actually be the cheapest option
compared with bus or train, based on a person valuing their
time at $400 an hour, which is then multiplied by the
travel time and added to the ticket price. However, the
reality is that flyers must place an even higher value on
their time — turboprop jets can be hired starting from
around $12,000 return, according to Evojets.

Because of this budget paradox, airport supporters say
closing East Hampton will displace traffic to other airports.
Residents of Montauk, 20 miles away, are not pleased.

The EHCA believes that a set of proposals to mollify East
Hampton residents, such as curfews on flight times, would
affect just 13 per cent of air travel to the airport but address
38 per cent of complaints. Other proposals, such as limiting
commercial operations like Blade, or particularly loud
planes, to one flight a day, are much less popular with
flight-share companies. And while the community group
feels that the town and pro-airport groups are in agreement
on the majority of issues at this stage, they said that the
fighting has become so bitter that compromise feels
increasingly out of reach. Fabulous local newspaper
coverage of the battle is worth seeking out in lieu of
a beach read this summer.

For now, the airport remains open pending a judge’s
decision, and tensions are running high. In the meantime,
it’s still summer in the Hamptons and — as a friend of mine
likes to say — “There’s no crying at the beach house.” @

PHOTO: JOHNNY MILANO/BLOOMBERG
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Book your longevity stay in Clarens=Montreux, Switzerland
reservation@laprairie.ch or call +41 21 989 34 81
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LONGEVITY IS A JOURNEY
THAT STARTS HERE

Experience a profound change in your health and wellbeing.
Immerse yourself in our stimulating environment and benefit from our
pioneering fusion of longevity science and holistic wellness. Cutting-edge
medicine and genetics, restorative wellbeing and expert nutritionists and
coaches will bolster your vitality, enhance your immune system,
and renew your body and mind.

DISCOVER OUR PROGRAMS:
Revitalisation, Master Detox, Healthy Weight and more

CLINIQUE
LA PRAIRIE

www.cliniguelaprairie.com SWITZERLAND
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PATEK PHILIPPE
GENEVE

BEGIN YOUR OWN TRADITION

ONLY HUMAN

A STORY ABOUT SKILL

"At Patek Philippe, it can take years to train our skilled specialists. It is
one of the reasons we do not make more watches than we produce today:.

We are not magicians. At our family-owned company, everything we do
relies on the skills of our people. Very human skills which cannot be
rushed or replaced.

Only humans can accept the challenge to be always at the edge of what

is possible.”

THIERRY STERN
PRESIDENT, PATEK PHILIPPE

VIEWTHE FILM

PATEK PHILIPPE SEAL
PATEK.COM/PHILOSOPHIES

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F02&ts=2022090119464 3&uq=20220804 103507 69/69



