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Inflation blues

Deglobalisation will bring even
higher prices —RANA FOROOHAR, PAGE 19
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Men behaving badly

Blatant misogyny persists on
Wall Street —pILITA CLARK, PAGE 20

Strains mount in Europe’s power
market as Nordics launch rescue

@ Collateral calls on generators @ UK groups seek assistance & Risk of fresh price rises

DAVID SHEPPARD — LONDON
NATHALIE THOMAS — EDINBURGH
RICHARD MILNE — OSLO

More governments will need to inter-
vene to relieve the strains on Europe’s
power market, officials and industry fig-
ures have warned, after Sweden and
Finland launched emergency backstops
for their energy producers and UK elec-
tricity generators called on the British
government to help.

Energy generators are facing rapidly
mounting calls for collateral as a result
of extreme volatility in energy prices.
Russia’s announcement on Friday thatit
would no longer supply gas through the

push prices.
up further th]s week, addingurgency to
the pleas for government suj

Sweden sald yesterday that it would

$23bnin cred
w Nordic utilities to help them avoid
technical defaults. Prime minister
Magdalena Andersson warned that if
left unchecked, electricity producers’
rising collateral demands could ripple
through markets and, in the worst cases,
sparka financial crisis.

“This is a problem that is Europe-

le . . . liquidity is probably anissuein
many countries. It may be the case that
other countries will have to follow suit,”
Max Elger, Sweden’s financial markets
minister, told the Financial Times.

Finland proposed a €10bn loan and
guarantee package. Prime minister
Sanna Marin said it was designed to pro-

Olaf Scholz,
Magdalena
And and

soaring energy bills. Berlin has already
offered guverxmlent—backed funding for

tect companies that were essential for
the functioning of society. “The nerv-
ousness in the market is strong,” Fin-
land’s economy minister Mika Lintild
said. “Here were all the ingredients for
the energy sector’s version of Lehman
Brothers,” he added, referring to the col-
lapse of the US bank during the 2008
global financial crisis.

Germany’s chancellor Olaf Scholz yes-
terday announced a windfall tax on
electricity generators to help fund a
€65bn package of support for house-
holds and companies grappling with
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energy

Jean Fra.ncols Lambert, founder of
Lambert Commodities and former head
of commodity trade finance at HSBC,
said other countries were likely to inter-
vene too. “The crisis is moving into the

Martin Wolf
Page 19

Today's soaring gas prices
are as much a weapon in
Vladimir Putin’s fight as
missiles directed at Ukraine
and, like them, they will kill

I
next stage. If one of the large energy
companies collapses there are fears
there could be adomino effect,” he said.

Electricity producers in Britain are
“really concerned about the situation
this winter in relation to [financial]
liquidity”, warned Adam Berman, dep-
uty director at Energy UK, a trade body
that speaks for 100 energy companies.
“The energy market is not designed to
deal with the scale of market volatility
that we have seen over recentmonths.”

Some traders said gas and power
prices could break records in the next
fewdays.

“We’re expecting . . . the market to
test new highs this coming week,” said

James Waddell, head of Furopeangasat
the consultancy Energy Aspects.

Deepa Venkateswaran, European
utilities analyst at Bernstein, said there
were “rising collateral requirements
across the board” in Europe. Traders
said energy providers’ short-term credit
facilities with banks were in danger of
becoming tapped out, while lenders are
hesitant to increase their exposure.

EU energy ministers will consider tak-
ing bloc wide steps at an emergenc:y

Friday,
cialsbriefed onthe discussions.

Additional reporting by Alice
Hancockand Henry Foy
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» Revolut pressed to improve controls
The rapidly growing payments group has come
under pressure from its auditors to bolster internal
controls after British regulators highlighted big
flaws in the auditing of its accounts.— PAGE 5

» South Africa financial crime warning
Bank executives have warned that the country
needs to tackle systemic rot in law enforcement
agencies if it wants to aveid being put on the global
financial crimes watchdog's “grey list”.— pacE &

» Bed Bath & Beyond executive dies in fall
‘Aman who fell to his death from a New York
apartment block on Friday has been identified as
Gustavo Arnal, chief financial officer of troubled
home goods retailer Bed Bath & Beyond.— PAGE 5

» Emanuel forecasts new global thmkmg
US ambassador to Japan and
ex-Obama aide Rahm Emanuel
has predicted that cutting costs
will take second place to a
“predictability premium” in a
new globalisation.— pPAGE 4

» EU to invite new UK premier to summit
The bloc plans to invite the next prime minister to
an October gathering as it seeks to build regional
ties amid Russian aggression. Liz Truss is expected
to be named premier in London today.— paGE 2

» Credit Suisse set for Singapore trial

The Swiss bank today goes on trial in Singapore
over its past relationship with former Georgian
prime minister Bidzina Ivanishvili, who is pursuing
the lender for up to $800mn in damages.— pPaGe 7

» German taxpayer-backed cars go abroad
Some 100,000 electric cars subsidised by taxpayers
— including thousands of Teslas — have probably
found their way abroad as buyers sell them on to
drivers in neighbouring countries for profit.— pace 7

Leaving work

The labour force

Labour (%)

High-income sm

of US low-income
workers has not
recovered since
pandemic-related
benefits were
phased out.
Goldman Sachs
says thisis
attributable fo
demographic
trends such as.

Source: Goldman Sachs population ageing

China powers up local chip
efforts to offset US ban
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Investors in line for $75bn windfall as
swath of Spacs approach expiry date

NICHOLAS MEGAW AND ORTENCA ALIAJ
NEW YORK

Investors in blank-cheque vehicles are
set to receive up to $75bn in repay-
ments over the next six months as spe-
cial purpose acquisition companies
that went public at the height of a list-
ings boom are forced to return their
cash.

The surge in Spac liquidations will

raised funds to investors if they do not
seek an extension. Almost $75bn worth
of Spacs are due to hit their expiry date
‘between now and the end of February,
according to data from Spac Research,
‘witha further$36bn to come in March.
“1t’s bullish for the market. The
money will go back to the equity market
overall because there are no Spacs to go
backinto,” said a senior banker who has
helped blank-cheque companies to
i :h and find deal

to be returned tolimited partners such
as pension funds and university endow-
ments. Multi-strategy funds, mean-
while, will be able to redeploy the cash
into other areas, or meet redemption
requests from backers who have been
spooked by losses elsewhere.

Some of the windfall for investors may
come sooner than scheduled as they
seek to avoid being hit by new tax rules
from January. The majority of Spacs are

Australia AST00GncGSTY elast one based in the Cayman Islands, the Carib-

China pME30 | of the most extreme market frenzies of Investors have sunk more than bean tax haven, but some are incorpo-
HongKong HKs33 | recent years while giving a welcome  $250bn into Spacs since the start of  rated in the US state of Delaware. Law-
India Rup220 | injection of cash to many investorswho 2020, but enthusiasm waned after a yersfmrthat the wording of a new tax on
Indonesia Rps5000 | have been hit by losses in this year’s  series of high-profile disapp ybacks could applymredemp—

= ¥650Gnc )T | market n. and a crackdown by Hedge Del:

Kocen] Lol Spacs aim to use the proceeds froma  funds were among the biggest investors. Spacs that know they will not find a
:a‘_’m":’ m"m;: stock market listing to hunt for private ~ Some invested through multi-strategy ~ deal can call a special shareholder meet-
F:“n :5 P:Z ) take public, butmosthave  vehicles, othersused dedicated funds. ing to unwind early. Others may ask

Sl-;ap:om SEE80GnCGSD) atwo-year time limit to close an acquisi- One senior prime broker said money  investors for time to get a merger over

Taiwan NTowo | ton before they have to return all the  invested through these funds waslikely  theline.
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INTERNATIONAL

Relief programme

German

Cap on profits will finance

energy groups face windfall tax

world. Speaking in Berlin yesterday,
German chancellor Olaf Scholz said the

pressure to help Germans concerned
about the rising cost of living and the

prices stand at about €200 per mega-
watt hour — about 10 times the average

FDP. Hesaid the government would also
make €1.5bn available for a continua-

European relations

EU poised to
offer UK a seat
atsummit on

i .
£65bnaid package as government would impose acaponthe  prospect of much higher gas bills this  level of the past decade. tion of the €9 ticket scheme, which | §EC11 ll y al ld
Russia curbs gas gupp]y profits of energy producers who gener-  winteras Russia chokes off supplies. Scholz’s measures align closely with  allowed Germans to travel for just €9 a

ate electricity from wind, solar, bio- Those concerns have i dover T dation: hy the Eumpean menth on all local and regional public t'
GUY CHAZAN — BERLIN mass, coal and nuclear energy rather  the weekend as Russia indefinitely sus-  Ce Brt transport during the summer months. CO- Opera 10N

The German government is to impose a
windfall tax on electricity producers
and use the proceeds to finance a new
€65bn pack relief

ten the blow of soaring inflation and

thangas.

such companies were making “exces-
sive” profits because the market price of
electricity was determined by the price
of gas. Proceeds from the tax would go
towards an “electricity price brake”,

pended shipments of gas to Europe
through the crucial Nord Stream 1 pipe-
line that runs through the Baltic Sea to
Germany.

prom, the Kremli gas
exporter, said the suspension was

member states levy a share of inflated
profits generated by some electricity
producers to fund support measures for
households and companies. Scholz said
if the EU did not implement these poli-
cies “in a timely manner”, Germany

The government also agreed to make
one-time paymentsof €300 to pension-
ers to help them with energy costs —a.
measure it said would provide €6bn in
total relief. students will also be entitled
to a one-off payment of €200 each.

SAM FLEMING — BRUSSELS
GEORGE PARKER — LONDON
JUDE WEBBER — OXFORD

The EU is planning to invite the UK’s

higher energy bills. allowing private households to enjoya  because of atechnical fault —ajustifica-  would go ahead and reform itsnational ~ Child allowance will also be increased. next prime minister to a summit of
The package brings the total costof  basic volume of electricity at reduced tion the German government has ques-  electricity marketitself. Sclmlz said the government would | European states next monthas it seeks

the aid measures Germany has enacted  prices, he added. “Germany stands tioned. Western governments have Scholz dthe. after d the number of people eligi- | to build regional co-operation in the

since Russia invaded Ukraine in Febru-  together in a difficult time,” Scholzsaid.  accused Moscow of “weaponising” its 18 hours of negotiations between the ble for housing allowance to 2mn, up | face of Russian aggression.

ary to €95bn — one of the largest sup-  “No one will beleftbehind.” gastodriveupprices and punish Europe  three parties in his coalition — his Social ~ fromthe current 640,000.

port programmes in the developed scholz’s government has come under  for its support of Ukraine. Europeangas  Democrats, the Greens and the liberal  Additional reporting by Max Seddon Invitations to the meeting in Prague on

Finance chiefs want importers

to abide by their ceiling or lose

access to shipping insurance

SAM FLEMING — BRUSSELS

JAMES POLITI — WASHINGTON

DAVID SHEPPARD AND IAN SMITH
LONDON

G7 leaders have been considering a
cap on the price of Russian oil since
this spring as a way of driving down
Moscow’s fossil fuel revenues without
causinga surge in global oil markets.

On Friday, finance ministers from
canada, France, Germany, Italy, Japan,
the UK and the Us gave the go-ahead for
such a scheme, declaring that it would
“build on and amplify the reach of exist-
ingsanctions”.

The success of the proposals will
hinge on the readiness of big importers
of Russian oil, including India and
China, to go along with the scheme. So

Russia sanctions Fuel transportation

G7 sets out how oil price cap would work

the level they were at before the war.
Because Russia produces more than
10 per cent of global oil supplies, offi-
cials in the US and Europe are worried
about sanctioning its barrels out of the
market. Losing a quarter of Russian
supply could cause oil prices to surge.
Russia could decide to export less oil.
Moscow has been accused by the west of
“weaponising” gas supplies by reducing
flows to Europe. Although gas export
volumes have fallen, Moscow’

October 6 have not yet been dispatched,
but officials say the UK is likely to be on
thelist, with leaders from other nations
neighbouring the EU, including
Ukraine, Moldova and Balkan states.

The grouping, tentatively dubbed the
European Political Community, was
floated by French president Emmanuel
Macron in aspeech to the European Par-
liament in May as a forum for countries
adhering to the EU’s core values and
permitting co-operation inareassuch as
security, energy and infrastructure.

Itis intended to be a vehicle for deep-
ening relations between the EU and its
neighbours, among them aspiring EU
member states such as Ukraine and
Moldova, which may face decades of
waiting before they join the union.

European Council president Charles
Michel set out his plans for such a group-
mg shnrt.ly afLer Macron, calling for a
ity that extends

have risen because gas prices have
soared.

Itis possible Russia would turn to the
same playbook in the oil market and
reduce supply while driving up global
prices. But US officials believe that a
substantial cut to oil output would crip-
ple Russia’s production capacity. Shut-
ting down fields can harm the reser-
voirs. When the Soviet Union collapsed,
Russian oil output plummeted from
above 10mn barrelsa day to below 6mn.
It took more than 20 years to restore

fmm Reykjavik to Baku or Yerevan,
from Oslo to Ankara,” saying it could
promote “peace, stability and security
on our contine:

Deciding whether to accept such an
invitation would provide an early test of
the next prime minister’s appetite for
deepening the UK’s dialogue with its
closestneighbours.

This year, Liz Truss, who is the front-
runner in the Conservative party lead-
ership contest, told a House of Com-
mons committee that the UK’s focus

far, neither country hasindicated a will- production to above 10mnb/d. was on Nato and the G7 rather than the
ingness to participate. Russia has Exports could also fall if Russia can- | body mooted by Macron. Last month
warned it would retaliate against any not find enough tankers willingto oper- | Trusssaid the “jury’s out” when asked if

country that takes part by withholding
shipments of oil.

G7 countries have agreed to finalise a
“comprehensive prohibition of serv-
ices” that enable the transportation of
Russian seaborne crude and petroleum
products. Those services — which
include shipping insurance — would
only be permitted if the products are
purchased at or below a price that will
be set by a “broad coalition of coun-
tries”. The concept has been strongly

ate without western insurance. G7 coun-
tries areresponsible for 90 per cent of all
global shipping insurance and Russia
exports almost 8mn b/d of crude and
refined products, which requires a huge
number of vessels. Allowing insurance
coverage of cargoes below the price cap
means the sanction will not be the full
insurance ban that EU and UK officials
had agreed inMay.

But the involvement of the wider G7
groups means a large majority of the

Macron was afriend orafoe.

The hope, said one official, is to show
that the democracies in the EU’s neigh-
bourhood are on the same side at atime
when regional peace is under threat
because of the Russian invasion of
Ukraine. The meeting, under the aus-
pices of the Czech presidency of the EU,
would coincide with a planned informal
summit of EU leaders that is set to focus
on responding to the energy crisis and
the mounting economic challenges

championed by US Treasury secretary ~ Production A senior US Treasury official saidthe  Hungary, secured a carve-out for Leaders say shipping insurance markets wouldbein | stemmingfrom the Russian invasion.
Janet Yellen. powerhouse: Office of Foreign Assets Control would  Russian oil delivered by pipeline. thesanction’s scope, making it harder to Michel told newspapers last week that
The idea of a price cap is to permit  drilling issue guidance on how the price cap Russian oil exports fell by about 1mn the scheme  go around the ban. Different jurisdic- | he expected the UK to be invited to the
Russian oil to reach markets that have i ata would b iedinthe US —thoughthe  barrels per day in the wake of the inva- will ‘build tionswould be aligned, which insurance | summit despite difficulties over the
notimposed importbans —notablylow-  Rosneft oilfield specific price will not be revealed until ~ sion of Ukraine in February, as many expertssay is crucial tounderwriterisks | Northern Ireland Protocol, one nf the
er-and middle-income countries —lim-  in Russiabefore  closertothe effective date. buyers in Europe self-sanctioned and ON and inwhatisaglobal sector. biggest ling blocksin the rel
iting the upward pressure on global oil  the country’s ‘Washington’s goal is for a large limited their purchases amid public amphfy the still, industry executives have | ship. Aspokesman for Truss declined to
prices while restricting Moscow’s ability  invasion of number of non-G7 countries tosign up  outcry. But although the International expressed concerns about combininga | comment on whether she would accept
to fund its war against Ukraine. UKraine ey to the price cap, but officials stressed  Energy Agency warned that Russian  Ieach of price cap with an i ban. One | aninvitati
Importers that want G7 or EU insur-  FudsovBorberg that even if no other governments output — normally above 10mnb/d — existi senior person in the Lloyd's of London The move came as Conor Burns, the
ance cover and shipping services ena- agreed to it, buyers of Russian oil could decline by 3mn b/d within l'lg . market, speaking on condition of ano- | UK’s minister of state for Northern Ire-
bling transport of Russian oil would around the world were already demand-  months, it has proved to be more resil- sanctions nymity, said there needed to be a “rec- | land, held the first face-to-face meeting
need to observe the price ceiling. A sen- ing, and would i ds d,dis-  ient, thankstoIndi: ognition that insurers are not close to | with the EU’s Brexit negotiator, Maro§
ior US Treasury official said the scheme counts on their purchase contracts Before the invasion, India imported the price atwhich oil is traded”. Sefcovi¢, since February.
would involve setting one price cap for because of the looming cap. almost no Russian oil. By July it was “To require insurers to suddenly “1 will be sending advice [to the new

crude oil and two other price caps for
refined products.

The capping mechanism would not
replace G7 countries’ existing embar-
goes on Russian oil, but would be imple-
mented at the same time, taking effect
on December 5 for crude and February 5
forrefined products.

EU implementation will require

unporh.ngclnseto 1mn b/d of Moscow’s

member states agree to
amend the sixth sanctions package that
detailed the bloc’s embargo on Russian
crude, including by adjusting its ban on
insurance services. That sanctions
package was clinched in May after labo-
rious negotiations. The main holdout,

heavily crude, or about 1 per
cent of global supply, according to
Vortexa, which tracks shipments.
Russia’s ability to maintain exports
has helped global oil prices fall from
around $120 a barrel in early June to
around $95 a barrel, which is about

become involved and get that informa-
tion . . . people just wouldn’t [offer
insurance] on the basis that they would
be too worried,” the person added.
Instead, insurers would look to those
trading the oil to provide an undertak-
ing that they comply with the price cap,
they said.

prime minister] that there could well be
the appetite to have another go at this
[negotiation on the protocol],” Burns
told a conference of the British-Irish
Associationin Oxford, where he met the
EU vice-president and Ireland’s foreign
minister, Simon Coveney.

Additional reporting by Leila Abboud
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JAMES SHOTTER — TEL AVIV

Japan: Nikkei Tokyo Newspaper Printing Cenfer, Inc..
H10-5,Shinonome, Kofo-Ku, Tokyo 135-0062

Daniel only moved to Tel Aviv from
Australia two years ago. But fed up with
the soaring cost oflife in Israel’s hedon-
istic coastal metropolis, he is already
preparingtoleave.

The 36-year-old web entrepreneur was
drawn to the beach ity by its laid-back
ion. But now, he and his fiancée

T Y [V W

the most expensive city inthe world and
opinion polls suggest that the cost of liv-
ingwill be a critical issue in November’s
general election.

Tel Aviv is particularly exposed to
these pressures. Israel’s tech capital has
profited hugely from the sector’s boom,
which has drawn in both start-ups and
investors. Last year, Israeli tech groups
raised $25.4bn in funding, while the

Ulno Af Dlackatana and GafiDanl

gle and 1 live alone, and sometimes it
just doesn’t make sense for me to go to
the supermarket because it is just as
expensive as ordering a takeaway,” said
Emma.

Economists say Israel’s high prices
stem from several factors. The retailand
import byasmall

Soaring cost of living drains the fun from hedonistic Tel Aviv

Democracy Institute and former head of
the Bank of Israel.

Flug said a combination of rapid pop-
ulation growth — Israel’s, at 1.6 per cent
per year, is among the quickest in high-
income economies — insufficient
releases of building land by successive
gover and lowinterest rates had

number of players, as is the food busi-
ness — where kosher certification adds

e

contributed to the surge in real estate
prices.
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affordable, rather than continue to shell
out Shk9,500 ($2,900) amonth fora 75
sqmaj ent.

“[The cost of living] kind of put me
against the wall . . . I would rather buy
my own property and pay my own
mortgage than be a stupid idiot and pay
anarm and alegjustto say Tamliving in
Tel Aviv,” he said. “Everything — evena
coffee — every single thing you touch,
it’s overpriced.”

Daniel and his fiancée are not alone in
their frustration at Israel’s high cost of
living. Inflation — at 5.2 per cent — is
lower than in much of Europe or the Us.
But prices for many goods are already
‘high and are now rising at their fastest
rate since 2008. Last year, the Econo-
mist Intelligence Unit ranked Tel Aviv

decided to open offices in the city. Sleek
glass-and-steel towers have sprung up
to house expanding tech groups, while
expensive restaurants and boutiques
cater to their well-paid workers, who
make up roughly a tenth of Israel’s
workforce.

But the city has also had to contend
with rising inequality, with surging
rents and high prices for everyday sta-

les displaci <o class citi

P working:

“It’s always been an expensive place
tolive . . . but it really feels like in the
last year ithas reached the point of ridic-
ulousness,” said Emma, a life coach
from Jaffa, a rapidly gentrifying district
around the historic port once best
known forits citrus exports.

“For me it’s the supermarket. I'm sin-

L1 CAU A 1Ay €1 U1 LS. 111 SOUALD UL ad
agriculture, import restrictions protect
local producers. “In general, we have
insufficient competition,” said Karnit
Flug, vice-president of the Israel

Demonstration: a protest against
rising real estate prices in Tel Aviv

FINANCIAL TIMES

stepped up its efforts to contain acceler-
ating prices, raising interest rates forits
fourth meeting in a row. Activists have
also called for reforms to protect ten-
ants against excessive rent increases, as
well as a boost to the amount of social
housing, which has declined steadily
over the past five decades.

But Tel Aviv dwellers such as Emma,
thelife coach, are not optimisticthat the
situation will improve. “Everyone likes
to complain here [about the cost of liv-
ing], but no one s really doing anything
about it, so I guess we are all to blame,”
she said. “If you see an apartment and it
costs X and you say, ‘No, I don’t want to
pay that’, someone else will. So it just
perpetuates itself, and I can’t see there
beingany change.”

INTERNATIONAL

South-east Asia
capitals struggle

with US-

China

balancing act

Taiwan tensions leave leaders straining to
sustain ties with Washington and Beijing

MERCEDES RUEHL —SINGAPORE

Drew Thompson, a visiting senior
research fellow at the Lee Kuan Yew

A sSchool of Public Policy in Singapore.

Ferdinand Marcos Jr inresp The dil is most obvious in the
lating tensions over Taiwan last month  Philippines, given its proximity to Tai-
rippled through south-east Asia. wan. China’s recent maritime exercises

“Bongbong”, as he is known, said US
House Speaker Nancy Pelosi’s visit to
Taipei “did not raise the intensity” of
what was already a fraught political sit-
uation, and the volatility in the region
demonstrated the importance of his
country’sties to Washington.

The president’s comments, made
after a meeting with US secretary of
state Antony Blinken, were taken by
some observers as a pivot from China
towards the US after the tenure of his
predecessor, Rodrigo Duterte.

Analysts have in the past criticised
Manila for speaking “from both sides of
its mouth” when it comes to the rival
powers. But the Philippines’ shift in
public rhetoric and the subsequent
regional reaction was symptomatic of
the challenge south-east Asian govern-
ments face as they balance the compet-
ing pressures from administrations in
Beijingand Washington.

China, which claims Taiwan asits ter-
ritory, has stepped up intimidation tac-
tics following Pelosi’s visit. These inc-
lude the declaration of military exclu-
sion zones that overlap with the exclu-
sive economic zones of Japan and the
Philippines, as well as launching ballis-
tic missilesinto Tokyo's EEZ.

Such moves make it “impossible for

included the part of the Bashi Channel,
which sits in Philippines’ EEZ, roughly
40km from its nearest island.

The Philippines has a mutual defence
treaty with the US, and Washington
would probably seek access to its bases
in the event of a conflict, experts said.
China would treat the country as a
potential launching site for American
military action.

“There is no consensus among south-
east Asian states about how to mitigate
the risks, but the majority agree that
they do not want to choose sides or risk
antagonising China because of the cer-
tainty of disproportional retaliation by
Beijing,” Thompson said.

The US has sought to reassure its
allies, both to guarantee it would be able
to use their bases and avoid them being
drawn closer to China. Blinken told
Marcos that the US would come to the
country’s defence if it was attacked in
the South ChinaSea.

'Marcos’s stance marked a substantial
shift, according to Hervé Lemahieu,
director of research at the Lowy Insti-
tute think-tank. Under Duterte, the
Philippines was “not in play”, he said,
after the former president announced a
“separation” from the US and aligned
hi: with China.

south-east Asian states to ignore the
risks . . . of a cross-Strait conflict”, said

Iy
“you do have the possibility now that
they assist the US,” Lemahien added.
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‘Taiwan talks: Beijing has sought to suggest that sup-
US secretary of port for Taiwan would be costly for
state Antony ies in the region whil
Blinken and ing governments and citizens to
e - REy 2 Z
pp P
president A recent video message by China's
inand bassador to Singapore Sun Haiyan
Marcos Jr in appealed directly to the city-state’s
‘Manila last 5.5mn people as images of the chaotic
month US withdrawal from Afghanistan
e flashed on the screen. “Let’s

outto
those troublemakers together. No! Not
here, notat our home.”

“China is laying down a fair amount of
pressure to stick to Chinese talking
points, especially with ‘One China’,” said
william Choong, a senior fellow at Sin-
gapore’s Yusof Ishak Institute think-
tank, referring to Beijing’s stance of
claiming sovereignty over Taiwan.

Singapore has good relations with
China and the US as well aslongstanding
ties with Taiwan. The neutral city-state
‘would have to consider whether it
would support US naval operations or
allow American aircraft to cross its

waters and airspace in case of conflict.

“The Chinese would immediately
breathe down Singaporean necks,”

ieu pointed out.

Another geographically important
«countryis Indonesia. The country’s Pan-
glima, or military commander, General
Andika Perkasa is friendly towards the
Usbutreaches retirement age this year.

Indonesia last month hosted the
Garuda Shield war games with the US,
which are held annually but which were
expanded to include Japan, Singapore
and Australia for the first time. China,
which often counters with its own drills,
held exercises with Thailand’s air force
atthesametime.

Analysts cautioned that the Garuda
Shield drills should not be taken as a
sign of a step towards the US. “There
was some consternation in Jakarta
about how that display would play out
with China. There was not universal
support for it,” said one person with

Others saidﬂlndmesia was unlikely to

“Thereis no
consensus
about how
tomitigate
therisks,
but the
majority
agree they
do not want
to choose
sides’

picksides or even denounce any action.
“] think the conversation is leaning
towards us not allowing any military
ship to transit through our archipelagic
waters in times of conflict, be it US or
China,” said Gilang Kembara, a Jakarta-
based researcher for the Center for Stra-
tegic and International Studies think-
tank.

Economic pressures are adding to the
region’s worries, with the global growth
outlook weakening and decoupled sup-
ply chains hitting export-reliant coun-
tries. The US has trumpeted the benefits
of its Indo-Pacific Economic Frame-
work while China has offered govern-
ments inducements, loans and other
economic opportunities.

“It is increasingly difficult for [south-
east Asian] countries to have their cake
and eat it too,” said Chong Ja Ian, an
assistant professor at the National Uni-
versity of Singapore. “No country has
articulated what they would do in the
event of conflict, but soon they may
haveto”
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South Africa at risk of financial ‘grey-listing’

Bankers warn of need for
stronger law enforcement
to avoid step by watchdog

JOSEPH COTTERILL — JOHANNESBURG

South Africa needs to tackle systemic
rot in law enforcement institutions
urgently if it wants toavoid being put on
the global financial crimes watchdog’s
so-called “grey list”, bank executives
havewarned.

South Africa has until October to
show the Paris-based Financial Action
Task Force that it is overcoming the dis-
mantling of law enforcement under
former presidentJacob Zuma.

Ifit fails to convince them at the Octo-

ber meetings, it could become the sec-
ond G20 nation after Turkey to be
added to the watchlist of what the FATF
calls “jurisdictions under increased
monitoring”. FATF is due to make its
final decision in February 2023. Grey list
countries include Panama, Syria and
Yemen.

The label triggered greater scrutiny of
finance and investment and could add
to the cost of doing business in an
already struggling economy, said Stand-
ard Bank chief executive Sim Tshabalala
and Mike Brown, head of Nedbank.

“You're not going to fall off the cliff,
but it is going to add to the increased
cost of doing business. I'm sure it would
cause more inflation, higher interest
rates and higher unemployment,” Tsha-

‘balala said. “Even wealthy South Afri-
cans would find it harder to invest off-
shore.”

The weakening of police, prosecutors
and financial watchdogs was a key chap-
ter in the so-called “capture” and loot-
ing of the state that became South
Africa’s biggest corruption scandal
‘before Zuma quit power in 2018.

The FATF warned last year that slow
progress in investigating state capture
and recovering looted assets counted
against South Africa, and it said that
“significant gaps in financial intelli-
gence exist”.

In the “relay race” to fix South Africa’s
image as a soft touch for money laun-
dering, “the weakest part of the South
African system, by far, is the investiga-

tive and prosecutorial legs of that race”,
Brown said.

compliance with the FATF was “a
very important building block to ensur-
ing that something like state capture
can never happen again”, he said. “That
has got to be a good outcome for our
country.”

Cyril Ramaphosa’s cabinet sent an
omnibus bill of legislation to parliament
in August to address FATF concerns,
such as changes to trust law and
strengthening of the country’s financial
intelligence watchdog.

“We are doing everything within our
power to prevent grey-listing,” said
Ismail Momoniat, acting director-gen-
eral of the South African Treasury.

Some experts said South Africa may

struggle to avert grey-listing. “I think
that it is almost inevitable at this
point . . . thishasbeenalong time com-
ing,” said Julian Rademeyer, a director
covering eastand southern Africa at the
Global Initiative Against Transnational
Organised Crime. “We are dealingwitha
lot of damage that was done in the last
20years.”

The FATF had raised more serious
concerns about South Africa thanit did
about the United Arab Emirates, which
‘was grey-listed earlier this year, Rade-
meyersaid.

“I think there is a realisation that has
dawned about the potential seriousness
of this, but it does require agovernment
response that isin tandem with whatthe
financial sector does,” he added.

Former president’s opponents

become emboldened as their

party loses its lead in the polls

KIRAN STACEY — WASHINGTON

Donald Trump’s return to the national
stage ahead of November’s midterm
elections was meant to fire up the
Republican base, but evidence is emerg-
ing that it may have empowered his
opponents within the party instead.

The former president has played a
decisive role in the campaign already,
lending his endorsement to dozens of
candidates across the country and help-
ing most of them win their party prima-
ries. But now, just as Trump has been
back in the headlines because of investi-
gations into the 2020 election and his
handling of classified documents, some
of those candidates are trailing their
Democratic rivals while the party’s
overalllead in the polls has vanished.

“These Trump nominees are sink-
ing,” said Barbara Comstock, a former
Republican member of Congress. “They
are losing the support of independents
and moderate Republicans, and in some
cases even the base. We are going to see
seats that should have been won being
lost thisyear.”

As a result, an emerging faction of
moderate Republicans is hoping to use
this moment to reassert some authority
within a party that appears decreasingly
inthrall to Trump.

Last month, Larry Hogan, the Repub-
lican governor of Maryland who has
been an outspoken critic of Trump and
whose term ends in November,
appeared at a state fair in lowa amid
speculation that he is eyeing a possible
presidential run.

Meanwhile, the former Carlyle execu-
tive Glenn Youngkin, who won Vir-
ginia’s hotly contested governor’s race
last year as a political newcomer, was
campaigning in Michigan for Republi-
can gubernatorial candidate Tudor
Dixon. He has also made appearances in
Nebraska, Colorado and Wyoming.

Other high-profile Republicans have
begun positioning themselves more
boldly against Trump. Liz Cheney, the
outgoing Republican member of Con-
gress from Wyoming who is also the
vice-chair of the committee investigat-

US politics. Midterms

Republican moderates resist the Trump factor

P Sl

Role model: NBC that she was “thinking about” a
Glenn Youngkin,  possible presidential run.

governor of Bill Kristol, the conservative com-
Virginia, is seen  mentator who has set up an organisa-
asa possible tion to donate to anti-Trump candi-

example of how
a Republican
can bridge the
gap between
moderates and

the Trump base
Nic Antaya/Bicomberg

dates, said: “Some moderates within the
party broke ranks around [Trump’s]
firstimpeachment, but others are doing
so now. This is an interesting moment
for the Republican party, and we are
encouraging anyone who can to try and
bringitbacktoitsroots.”

The manoeuvres by centrist Republi-
cans come as Trump has pushed to
stamp his authority on the party with a
wide range of endorsements. But while
almost all of his candidates won their
primaries, according to data tallied by
the website Ballotpedia, some are strug-
gling in the general election campaign.

Mehmet Oz, the celebrity doctor who
Trump backed for the US Senate seat in
Pennsylvania, is seven points behind
the Democrat John Fetterman, even
though a stroke has hampered Fetter-
man’s ability to campaign.

Doug Mastriano, a fierce Trump ally

the Senate seat once held by the moder-
atechampion John McCain.

Trump headlined a rally in Pennsyl-
vania at the weekend, ostensibly to
endorse Oz and Mastriano, but spent
much of his speech railing against the
FBIraid on hisFlorida home lastmonth,
— calling Joe Biden “an enemy of the
state” and attacking the Department of
Justice over the investigation into his
handling of classified records. He also
took time to praise Chinese president Xi
Jinping for his “iron fist”, describing him
as“smart”.

A series of special elections has rein-
forced the sense that the Trump factor
may not be working for the Republicans
in this election. Last week, the Demo-
crats won a special congressional elec-
tion in Alaska, a state Trump won by 10
points just two years ago and where they
were fighting against his high-profile
ally Sarah palin.

Recent polls suggest Trump’s iron
grip on the party’s base might be loosen-
ing. This summer a New York Times poll
showed less than half of the party’s pri-

‘They have
put Trump
in the front
seat and he
is grabbing
the wheel
and driving
them over
the edge’

egist, said: “Alot of people have not real-
ised how the Republican coalition has
cracked. Republicans are underper-
forming in every single race — there is
not a single race where they are where
they should be at this point.”

Some in the party argue that this
schism has created an opening for a
newly empowered moderate faction.
The success of candidates such as Young-
kin s seen as a possible model for how a
Republican can bridge the gap between
moderates and the Trump base.

“Last year we saw the model of how to
succeed, with Glenn Youngkin coming
from 10 points behind to win in Virginia
by not talking about Trump,” said Com-
stock. “This year they have put Trump
in the front seat and he is grabbing the
‘wheel and driving them over the edge.”

She added: “The message from us
moderates to the rest of the party is:
‘OK, are yousick of losing yet?”

But Kristol also pointed out that mod-
erates in the party had harboured such
hopes for several years, tono avail.

“When January 6 happened, we

Stability is key
to next wave
of Japanese
investment,
says US envoy

LEO LEWIS AND KANA INAGAKI — TOKYQ

The war in Ukraine, Covid-19 and the
rise of China will force multinational
companies to embrace a new version
of globalisation, where cutting costs
comes second to a “predictability pre-
mium”, the US ambassador to Japan
hassaid.

In an interview seven months after his
arrival in Tokyo, Rahm Emanuel said
recent supply chain upheaval and Bei-
jing’s regulatory unpredictability had
exposed the dangers of over-reliance on
China, drawing Japanese companies to
investin the US.

A two-month spree of multi-billion-
dollar investment pledges in the US by
some of Japans biggest companies,
including Toyota, Panasonic and
Honda, wasjust the start, said Emanuel,
aformer chief of staff for Barack Obama
who has close ties to US president Joe
Biden.

“You really have a different iteration
of globalisation emerging,” he said. “The
last 20 years have been organised
around cost and efficiency. That's being
either balanced against or replaced by
stability and sustainability.”

The ambassador, who has taken an
unusually hands-on approach to attract-
ing Japanese investment to the US, said
his view on the new economiclandscape
was formed through exchanges with
more than 100 chief executives at com-
panies including Honda, Takeda, NEC,
Nissan and Hitachi.

Companies were facing historic
uncertainty about market growth, infla-
tion and the terms of competition,
Emanuel said. “We all know the term
‘risk premiuny, well, there’s a predicta-
bility premium out there . . . business
people and governments; that’s all
they'retalkingabout,” he said.

The Biden administration is offering
generous incentives to attract multina-
tionals to build supply chains for chips,
batteries and other key technologies in
theUsinorder to eliminate dependency
on China. A critical pillar of that US
strategy is the recently passed Inflation
Reduction Act, Biden’s flagship climate,
tax and healthcare bill that offers tax
credits of up to $7,500 for electric vehi-
cles assembled in North America.

Emanuel said the Chips and Science
Act, abill passed last month that aims to
provide incentives for the reshoring and
growth of a domestic semiconductor
industry, wasanother key elementin US
plans to attract stabilising investment
around strategic technology.

The US this week threatened China’s
access to high-end processors from
Nvidia, telling the chipmaker it would
need special licences to sell the products
to Chinese customers.

The Nvidia case illustrates the speed
at which a form of economic decoupling
between the US and China has been
imposed onthemarket.

Emanuel said delegations of top US
politicians would be visiting Japan in
coming months to explain the full impli-
cations of the Chips act to chief execu-
tives throughout Japan’s semiconductor
production chain.

While companies were still attracted
to the growth opportunities in China,
Emanuel also said they were rapidly
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ing the January 6 riot, has promised to
campaign alongside Democrats and
independents ifthey are fighting against
Republicans who say the 2020 election
was rigged. Earlier this month she told
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who s running to be Pennsylvania's gov-
ernor, is six points behind his rival josh
Shapiro. In Arizona, the Democrat Mark
Kelly is six points ahead of the Trump
supporter Blake Masters in the race for

mary voters wanted him to be the presi-
dential candidate in 2024 — although he
remains far more popular than any
othersingle candidate.

Simon Rosenberg, a Democratic strat-

Monday, September 5, 2022

thought for a week or two or three that
this was a moment of liberation for the
party;” hesaid. “But that didn’t turn out
to be the case — Trump went down but
then camebackup.”

moving to reduce risks in the supply
chains. “Do multinationals want access
to the China market? Yes. Do they want
tobe dependent on China sourcing? Not
achance,” hesaid.

Kenya Supreme Court faces fresh credibility test with verdict on presidential election

ANDRES SCHIPANI — NAIROBI

Kenya's president-elect William Ruto
evoked Shakespeare to describe his
opponent’s challenge to last month’s
election result, declaring it a “tragi-
comedy”.

The country’s Supreme Court has until
today to decide if, as Ruto said, the peti-

tion by veteran politician Raila Odinga
was “much ado about nothing”, or
whether a rerun of the August 9 vote is
required. The decision will reverberate
beyond the outcome of the challenge,
with the court’shard-won reputation for
independence also on the line. Any per-
ceived mishap in the ruling of the seven-
judge court could, say analysts, spur
anger in east Africa’s most advanced
which has a history of post-
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election violence.

Davis Malombe, one of the co-ordina-
tors of Angaza, a civil society group
whose members also want to nullify
the result, urged the court to “remain
an impartial arbiter”, adding that
the “peace of the nation” rested on its
verdict.

Odinga and his running mate, former
magistrate Martha Karua, claim “sub-
stantial and significant” irregularities
“affected the result” that made Ruto the
winner by a whisker. They want the
courttoordera “nullification of the dec-
laration of results”.

Authorities would have 60 days to

hold a fresh electionif the court ruled in
favour of Odinga, who has already chal-
lenged presidential results three times
during his longstanding political career
and described the results of the latest
pollasa “travesty”.

The supreme Court has burnished a
reputation for judicial independence in
recent precedents. In 2017, it became
the first African court to scrap the vic-
tory of a sitting president when its
judgesnullified the result of a presiden-
tial election fought by Odinga and out-
going president Uhuru Kenyatta, who at
the time was seeking a second term.
Kenyatta called the judges “crooks” and
one of their bodyguards was shot. He
secured victory in the rerun after
Odinga boycotted it.

The judges’ decision to invalidate
Kenya’s election result five years ago
‘was mainly due to the electoral commis-
sion’s opacity upon scrutiny, explained
Waikwa Wanyoike, a Kenyan constitu-
tional lawyer. Nanjala Nyabola, a politi-
cal analyst based in Nairobi, said with
‘that decision, as an institution, the court

“established itself as independent and
credible, standingup to the executive”.

Kenya’s highest court faced renewed
pressure after Kenyatta in 2018 threw
his weight behind Odinga, an erstwhile
enemy who ran against him in previous
elections that sparked ethnic-fuelled
violence.

The “handshake”, as their pact came

RN

Scrutiny: ballots are verified and
counted by Supreme Court officials
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tobe known, led Kenyatta and Odinga
the following year to propose constitu-
tional changes widely perceived as a
veiled attempt to consolidate political
dynasties to exclude Ruto. Yet, in
another display of judicial independ-
ence, analysts say, the Supreme Court in
March rejected the constitutional
amendments.

Murithi Mutiga, Africa programme
director at Crisis Group in Nairobi, said
the Kenyan judiciary was one of the
mostindependent on the continent.

But it had come under “enormous
pressure from the executive” in recent
‘years, he said. “Some of the pressure on
the judiciary comes through formal
channels, such as slashing budgetary
allocations, but there were also reports
of physical threats against judgesinlate
2017,” he said.

Tomake the process more credible, a
high-level panel of African jurists
arrived in Kenya last week to observe
the presidential election petition pro-
ceedings. It included justices from
Malawi, another country where the con-

stitutional court, in 2020, overturned
theresultsof a presidential election.

Following the most recent vote,
Kenya’s Supreme Court judges have
ordered a recount in some polling sta-
tions. They will decide whether elec-
toral technology reached the standard
required, if the transmission of results
was suspicious and consider whether
the electoral commission lawfully tal-
lied the votes.

In their petition, Odinga and Karua
claim the “electoral process has not
been transparent, impartial, neutral,
efficient, accurate and accountable”.

The crux of the issue for the court is
whether the petitions have provided
sufficient credible evidence to persuade
it to overturn the result of the election.
Judges must also weigh the implications
ofa potential rerun, say analysts.

The court in 2017 showed “significant
independence by invalidating an elec-
tionof asitting president whowas a con-
testant”, said Wanyoike. This time, “the
fact that the court could be wrong does
notmean it is not independent”.

Retro active Japan’s war on floppy discs paints as the enemy an item once viewed as an engineering masterpiece © Leo LEwis
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Revolut under
pressure after
regulators find
audit defects

@ FRC criticises BDO's fintech checks
e High risk of ‘material misstatement’

LAURA NOONAN, MICHAEL O'DWYER AND
SIDDHARTH VENKATARAMAKRISHNAN
LONDON

Revolut is under pressure from its audi-
tors to improve internal controls after
UK regulators highlighted significant
flaws in the auditing of its accounts,
including an “unacceptably high” risk of
“material misstatement”.

The rapidly growing payments group,
which has suffered a string of high-
profile defections in its risk and compli-
ance teams in recent months, is the
unnamed “financial services provider”
whose audit by BDO was criticised by
the Financial Reporting Council in its
latest audit quality inspections, people

The UK payments group
is ‘definitely trying to do
all the right things’ to
improve its controls

familiar with the matter told the Finan-
cial Times.

BDO’s audit of the unnamed company
suffered from an “inadequate”

rigorous approach could lead to delays
in filing accounts for key Revolut sub-
sidiaries.

Revolut Group Holdings Ltd, the
group’s parent company, and Revolut
Ltd must file 2021 accounts by the end
of September. Accounts have been over-
due since June 10 for Revolut NewCo
UK, the entity intended to house the UK
banking licence applied for by Revolut
in January 2021, but which it still has not
received. Other UK subsidiaries includ-
ing Revolut FIC Ltd, which handles dig-
ital assets, and Revolut Travel Ltd, are

Usod fileat theend of

Borrowing blues Junk bond sell-off resumes as
Fed weighs rate rises and recession fears grow

US junk bond yields head higher
Yield to worst (&)

Bed Bath &
Beyond CFO
diesin NY
tower fall

JOSH NOBLE — LONDON
MADISON DARBYSHIRE — NEW YORK

A man who fell to his death from a
New York high-rise apartment block
on Friday has been identified as Gus-
tavo Arnal, chief financial officer of
home goods retailer Bed Bath &
Beyond.

New York police confirmed that a man
who died at the Tribeca tower in lower
Manhattan on Friday was Arnal.

Arnal joined the retailer in 2020 from
cosmetics brand Avon. He had previ-
ously held executive roles at Walgreens
Boots Alliance and Procter & Gamble.
Bed Bath & Beyond has not commented
on his death, which was first reported by
the New York Post.

The company has been struggling for
some time with poor sales and rising
debts. The home goods retailer ousted
Mark Tritton, its chief executive, in June
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While delays in filing are
rarely punished, they can lead to the
prosecution of directors, which include
Revolut chief executive Nikolay Storon-
sky, and civil penalties against the com-
pany itself under UK law.

Revolutmust improve “unsexy things
like its backofficeand controls” because
it “needs to have a back office like a
bank and it’s got the culture of a tech
firm”, said a second person familiar with
the situation.

The FRC had concluded that the fin-
tech group “needs to have the control

pp h to revenue and
“as a result, the risk of an undetected
material misstatement was unaccepta-
bly high”, the FRC said in its annual

of a bank”, said this per-

son, adding that Revolut was “definitely

trying to do all the right things” and that

management understood they needed
ntrol

report on the quality of the
firm’s work;, published in July.

The watchdog also highlighted defi-
ciencies in how Revolut’s payment proc-
esses were tested by BDO, the UK s fifth-
largest audit firm by revenue, which it
said could have led to “material mis-
statements”.

“The auditors are being significantly
‘more challenging now, because they're
getting beaten up by their regulators,”
one of the people familiar with the situa-
tiontold the FT, adding that BDO’s more
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A company’s internal controls include
the systems and processes that ensure
its financial reporting is reliable and
that it complies with its legal and regula-
tory obligations.

Revolut is Europe’s second most valu-
able private fintech, securing a price tag
of $33bn in an $800mn funding round
last year. Revolut declined to comment.
BDO said it could not comment on indi-
vidual companies it worked for. The
FRC declined to comment.

T T T
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ADAM SAMSON AND
HARRIET CLARFELT — LONDON

Risky US corporate borrowers are
facing a renewed jump in borrowing
costs as concerns that further sharp
Federal Reserve rate rises will weigh
heavily on the world’s biggest econ-
omyhave gripped markets.

Yields on US junk bonds have jumped
to almost 8.6 per cent from a mid-
August low of 7.4 per cent, according
toan Ice Data Services index. Therise
reflects a significant decline in the
price of the debt.

The fresh sellinginhigh-yield bonds
comes after a brief summer respite, in
which most risky assets recovered
somewhat from a dismal first half of
2022. Traders had hoped the Fed
would take a softer approach to rate
rises, but concerns that the central
bankwill step up its fight against infla-
tion have shattered the calm.

Lotfi Karoui, a strategist at Gold-
‘man Sachs, said Jay Powell’s speech in

2022

late August at the Jackson Hole eco-
nomic summit in which the Fed chief
vowed to “keep at it” in the central
bank’s tightening of monetary policy
to fight inflation spooked investors.

“Powell's annual speech . . . deliv-
ered an unambiguous message thata
dovish pivot is not in sight,” said
Karoui. “For markets, this means a
return to square one as investors
readjust their expectations to a
growth, inflation and policy mix that
is likely to stay unfriendly for quite
sometime”,

The rise injunk bond yields reflects
an increase in rate rise expectations
that have affected the entire US debt
market and intensifying jitters about
lower-rated companies’ ability to
'make good on their obligations.

The gap between the yields on US
junk bonds and ultra-lowrisk US gov-
ernment debt has jumped to slightly
above 5 percentage points from 4.2
percentage points in mid-August. It

the year at about 3 percentage

points. The widening spread sug-
gested that “the growth outlook is get-
ting worse, that the probability of
recession is creeping up”, said Ed
Smith, co-chief investment officer at
Rathbone Investment Management.
Defaults have generally remained
low, with many companies having
used the period of historically low
interest rates following the coronavi-
rus crisis to decrease their borrowing
costs and push back when p

a dismal earnings report that
revealed a sharp jump in quarterly
losses and a rapidly dwindling amount
of cash on the balance sheet.

The company blamed weak con-
sumer demand and said the delayed
arrival of orders had led to a build-up of
inventory.

Activist investor Ryan Cohen had
pushed for boardroom changes and for
asale of Bed Bath & Beyond's baby goods
business after becoming one of the big-
gest shareholders in the company ear-
lier this year.

But Cohen thensold his entire stake in
the business in mid-August, sending the
stock down sharply. Over the past 12
months, its shares have fallen two-
thirds. At the same time, Arnal sold
55,013 shares in the company, Reuters.
reported yesterday, based on SEC fil-
ings.

The company unveiled a turnround
plan last week, designed to improve its
balance sheet and drive growth, includ-
i of new fi 150 store

of the original amounts borrowed will
come due.

But cracks are now beginning to
show. There were default events
affecting $4.7bn worth of bonds and
loans in the US market in August, the
third-highest total since November
2020, according to JPMorgan data.
The Wall Street bank noted that
August marked the sixth straight
month of default activity exceeding
$3.3bn compared with an average of
$1.3bn per month from November
2020 to February 2022.

closures, job cuts and a revamped brand
line-up. It also filed to sell up to 12mn
shares, with the proceeds earmarked in
part for paying down debt.

Interim chief executive Sue Gove said
the plan represented a “straightfor-
ward, back-to-basics philosophy” that
would drive growth. “We are working
swiftly and diligently to strengthen our
liquidity and secure our path for the
future,” she said at the time. Shares in
the company sank more than 30 per
cent following the announcement of the
planon Wednesday.
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driven e-commerce business that originates, acquires
or licenses, operates and scales small and medium sized
brands with category winning products on global
marketplaces and platforms such as Amazon.
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Beijing is expected to fund more

domestic development after

‘Washington imposes ‘blockade”

ELEANOR OLCOTT — HONG KONG
ANNA GROSS — LONDON

Fresh restrictions this week on exports
of US chip technology to Chinese com-
panies have provoked an angry reaction
from Beijing. But beyond the rhetoric,
Chinais expected tounleash a newwave
of funding to boost domestic production
of semiconductors.

‘Washington has been steadily tight-
ening the noose on China’s tech sector,
limiting access to cutting-edge chip
components and machinery. Its latest
move is to introduce tough licensing
requirements that are likely to block
sales of high-end processors from US
chipmakers Nvidia and AMD, which are
used in artificial intelligence systems.

china’s foreign ministry accused the
US on Thursday of attempting toimpose
a “technological blockade” on China to
maintain its tech “hegemony” and said
it was stretching the concept of national
security. The US has said it fears its tech
‘will be adapted for military purposes.

One senior executive at a Chinese
chipmaker said such a “blockade”
‘would “turbocharge China to find local

“PORT OF BAR"H. Co. BAR
(Obala 13. jula br.2, 85 000 Bar, Montenegro)
announces an Invitation for participation in the auction for the sale of movable property-bauxite in
bulk, in the amount of 79,739.52 tons on the official website of the Company (www.lukabar.me).

The canlact persons are:

; e-mall;

; e-mail: icja.

: e-mall: stanislava.

Vladimir Banovié (tel.
Lidija Spicanovié (tel
Stanislava Mill (teL

The gﬂveml;]ent has already poured
‘vastsums of money into the sector, with
state-owned i i

Technology. Semiconductors

US curbs increase China’s appetite for local chips

group defaulted on its bonds in 2020
despite receiving tens of billions of dol-
lars ingovernment support.

Analysts believe a string of high-pro-
file failures will not deter Beijing in its
quest for self-sufficiency, as Washington
accelerates the encirclement of China’s
techsector with ever-tighter controls.

Putting blocks in place for the supply
of cutting-edge semiconductors from
Nvidia and AMD comes weeks after the
US banned the sale to China of elec-
tronic design automation (EDA) soft-
ware, needed to design high-end chips.
The moves would hasten Chinese

s i

to pre-empt being cut off from foreign
suppliers, wrote Shanghai-based wealth
management firm HWAS Assets in a
note.

In July, the US congress approved
$52.7bn in grants to build chip facilities
in the US for those companies agreeing
not to fund high-end semiconductor
production in China, under the land-
mark US Chips and Science Act.

Randy Abrams, head of Asia Semi-
conductors research at Credit Suisse,
‘wrote in a note that the ban on investing
in advanced production in China would
“further limit access to overseas talent
and investment to build up China’s
«domestic semis industry”.

In the past, chip factories or “fabs” in
china run by Korea’s Samsung, Intel of
the US and UMC of Taiwan “have been a
good source for China to help build up
1P, talent and resources to develop its

geting
semiconductor start-ups that promise
‘toreplace foreignrivals.

The largesse has prompted accusa-
‘tions of waste, corruption and misman-

agement. Chi; ker Tsinghua Uni-

is industry”, he said.
Analysts at investment bank Jefferies
said the biggest customers for Nvidia
products that were effectively banned
this week were cloud service providers,
internet and AI companies. They pre-

* FINANCIAL TIMES

dicted that there would be an attempt to
switch to local graphics processing unit
(GPU) substitutes, but the widespread
use of Nvidia’s Cuda “operating system
for AI” software would create incompat-
ibility issues.

The senior executive said it was onlya
matter of time before China developed
its own functioning EDA software. The
US tools “are incredibly complex and
sophisticated, so you can't replicate
them overnight, but with enough
money and ingenuity, you can get close”,
hesaid.

others disagree that China can strike
out on its own. Stephen Ezell, a director
at the Information Technology and
Innovation Foundation in Washington,
said China’s efforts to develop a “closed
loop semiconductor ecosystem” had
failed.

“Itis self-defeating for a countryina
high-tech industry to try and do every-
thing by itself,” he said.

The devastating impact of Washing-
‘ton’s sanctions on Huawei, which barred

China has already poured vast sums 7
of money into developing the sector

the Chinese telecoms behemoth fromall
chips using US tech in 2020, under-
scores the interconnected nature of
the global chip supply chain. The move
crippled the company’s smartphone
business.

The Netherlands has also caved in to
‘Washington’s pressure and banned
exports of extreme (EUV) lithography
equipment to China, required to manu-
facture chips that power Al and block-
chaintechnology.

“China was not going to be a player
once the US got the Netherlands to
acquiesce,” said Douglas Fuller, an
expert on the Chinese semiconductor
industry.

Even as the US successfully limits
China’s access to foreign chip technol-
ogy, industry insiders are sceptical
about Washington’s ability to shut it out
completely from the global supply
chain.

One industry veteran in Japan said
that the previous attempt by Washing-
tonto compete with an adversary ended
in failure after political appetite waned
and funds dried up. In the late 1980s, the
US established a consortium of semi-
conductor companies driven by con-
cerns that Japan had usurped its domi-
nantposition.

“It was reasonably successful for a
time, mainly because large companies
like Intel supported it heavily. But gov-
ernment funding is fickle and dries up
with the change of an administration in
‘Washington,” hesaid.

“The semiconductor industry is glo-
bal, and it is difficult to mount an effort
to help one country be competitive
against its global allies and competi-
tors”

Additional reporting by Nian Liuin Beijing
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Tencent divestments chill China’s tech sector

Start-ups count cost as WeChat owner appeases regulators and investors with strategy to pare back internet empire

ELEANOR OLCOTT, QIANER LIU
AND CHENG LENG — HONG KONG
Tencent has reined in its i
pursuit of Chinese internet companies,
sending a chill through an industry
already reeling from a regulatory
onslaught.

The Shenzhen-based internet giant
and owner of the popular messagingapp
‘wecChat has outlined a strategy inter-
nally to divest about Rmbioobn
(314.5bn) of its $88bn listed equity port-
folio, according to two people familiar
with the matter.

The soft target is part of a broader
shift by Tencent to reduce costs as eco-
nomicgrowth slows amida property cri-
sis and zero-Covid restrictions in China.
The pivot represents a tidal change for
start-ups in the internet and consumer
sectors raised on cheap capital from
deep-pocketed investors.

“Tencent has been a powerful invest-
ment force. Their vast capital meant
they took risks that others couldn’t,”
said Li Chengdong, head of internet
think-tank Haitun in Beijing. “Tencent
gave life to the entire venture capital
community.”

The company has a larger war chest
and longer investment horizon than
most venture capitalists and is one of
the critical providers of follow-on
investmentrounds.

Asaresult, changes in its strategy will
have a knock-on effect throughout the
industry. Funding for Chinese start-ups
has declined. Beijing-based data pro-
vider ITjuzi found that start-up fund-
raisingfell by 38 per cent in the first half
of the year, with the number of deals
down 19 per cent compared with last
year.

Lulu Yilun Chen, author of Influence
Empire: The Story of Tencent & China’s
Tech Ambition, said: “Tencent chan-
nelled so much money into start-ups,
creating a vibrant where

has shifted with the wider economic
slowdown.”

Tencent’s move to scale back its
spending and divest large chunks of its
portfolio was representative of a
broader shift in the industry, said Li.

2020, following a rout in Chinese tech
stocks.

“We can’t keep providing unlimited
support. We're selecting companies that
can sustain themselves,” said one Ten-
cent employee with knowledge of the

imented with busi-

“Thisisan infl point for
and internet: i

ness models and battled it out for mar-
ketshare.

“That era has gone after the regula-
tory crackdown and as Tencent’s focus

Tencent’s investments in listed com-
panies, excluding subsidiaries, totalled
Rmb602bn at the end of June, falling
from Rmb726bn in the same period in

company’si trateg!

The person added that Tencent had
been asked by investors to divest its
underperforming assets and the shift

+ s e

ment team. “We're having to thinkina

SUSTAINABLE
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i

way that we’ve never thought before,”
theemployeesaid.

Tencent’s outsized role as a backer of
China’sinternet. iesh d
the scrutiny of regulators, seeking to
break up the monopolistic grip of the
country’s top tech groups. The company
is the largest investor in food delivery
giant Meituan, ecommerce titan Pinduo-
duo, online brokerage Futu and video-
sharing app Kuaishou.

One Shenzhen official working for the
local branch of the anti-monopoly
agency said Tencent used the combined
power of WeChat and its deep pockets to
supportits portfoliocompanies.

“Consumers are paying the price for
the way Tencent created a protective

for its portfolio i
theofficial said, pointingtohow WeChat
blocked users from sharing links to the
competitors of services in which it had
invested. The official said regulators
had instructed Tencent to divest stakes
inlarge tech companies.

Tencent said: “We [have not] received
any external pressure regarding our
investment portfolio . . . We will con-
tinue to make decisions independently
and in the best interest of our share-
holders over the long term.”

Oneofficial at the Guangdong office of

‘Tencent has been a
powerful investment
force. They took risks
that others couldnt

| Tencent listed stakes worth more than $1bn

Company Value (bn)  Share (%)
Meituan 25.37

Pinduoduo 9.67

Sea 8.07

Kuaishou 6.59
il

Nio 3.43

the anti poly agency, involved in
investigations into Tencent’s sprawling
tech empire, said: “Tencent has a
monopoly grip over gaming, instant
messaging and entertainment. The
company has been very humble when
dealing with the regulators. Still, we are
looking for actual moves like a
Rmb100bn donation [to the poverty
alleviation fund] or selling stakes in
listed companies.”

Tencent planned to pare back stakes
in Tudi

player JD.com and Meituan, said one
investment team member. Two people
with knowledge of the matter said Meit-
uan was not at the top of the investment
team’s sell list.

“In the following months, Tencent
will keep executing sales of listed shares,

Counfry Sector
China Ecommerce
China Ecommerce
China  Video-sharing
China Music
China  Aufomobile

but not y Meituan,”
said one person with knowledge of the
matter. Their views were echoed by two
members of the Tencent investment
team.

R
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cent planned to sell all or much of its
$24bn stake in Meituan. Tencent said
during an earnings call in August that
thereport was “not accurate”.

Tencent added: “We don't have any
target amounts for divestments. We
have always invested with the goal of
generating strong returns for our com-
pany and shareholders, not according to
any arbitrary timeline or target.”

Investments in China’s tech sector
have not stopped altogether. In August,
Tencent’s corporate venture arm
invested in agriculture, robotics, semi-

i nu(l):rs‘pnenn
China Ecommerce
Sweden e
Brazil Finance
China Finance
South Korea  Gaming

d and hnology com-
panies — all sectors singled out by Bei-
jingas critical for the country’s drive to
become self-reliant in science and tech-
nology.

The Shenzhen official said that Ten-
cent’s success in investing in China’s
booming tech growth meant the com-
pany needed to contribute by financing
companies in sectors that the govern-
mentbacked.

“Tencent should shoulder some
responsibility,” the official said, adding
Lhat I.he company “may profit le&s with

trategy”.

US lab in legal fight over Zantac cancer claims

JAMIE SMYTH — NEW YORK

GSK, Pfizer and several other pharma-
ceutical companies are taking aim at
the credibility of a small independent
lab in Connecticut as they defend
themselves against thousands of law-
suits claiming a popular heartburn
medication can cause cancer.

Valisure, a 20-person operation based
in New Haven, caused shockwaves
when it said in 2019 that it had found
Zantac and generic versions of the drug,
which have beensold in the US for more
than three decades, contained
N-nitrosodimethylamine, better known
as NDMA, which regulators classify asa
“probable human carcinogen”.

Since then more than 2,000 personal
injury lawsuits have been filed and a
further 70,000 claims regi: d by

damages. Asthelawsuits move towards
trial, companies that sold branded ver-
sions of Zantac over the past 35 years —
including GSK, Sanofi, Pfizer and
Boehringer Ingelheim — have denied
that using Zantac, the brand name for
the drug ranitidine, leads to an
increased cancerrisk.

In mounting their defence they have
singled out Valisure, claiming its
methodology was flawed, biased and
undertaken in co-ordination with plain-
tiffs’ lawyers. “valisure’s testing, lobby-
ing and publicity ign is the

Zantachas divided scientificexperts. US
regulators agree that NDMA is not
expected tolead toan increase in cancer
risk at very low levels. However, sus-
tained higher levels of exposure may
increase the risk of cancer in humans,
they said.

The US Food and Drug Administra-
tion previously concluded Valisure’s
testing methodology was “inappropri-
ate” and “contributed to or caused the
levels of NDMA to beartificially high”.

Nevertheless, seven months after Val-
i d its own h on Zan-

ground zero of this entire litigation,” the
pharma groups alleged in court docu-
ments filed in litigation overseen by US
District Court Judge Robin Rosenberg.
Next month Judge Rosenberg will
hold hearings tu determme what scien-

be admissibl

tac’s NDMA risk, the FDA requested

manufacturers to withdraw all their

ranitidine drugs from the market, con-

cluding that NDMA levels increase over

time even under normal storage condi-

tions. “This shows the critical impor-
d impact of ind:

users of the medication in litigation,
which analysts forecast could cost the
companies tens of billions of dollars in

* FINANCIAL TIMES

in the cases. focusing on testing meth-
ods and what levels of NDMA may pose
a cancer risk. Valisure’s research on

being part of the sl-lpPlY chain?” David
Light, co-founder and chief executive of
Valisure, told the Financial Times.
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Credit Suisse prepares for $800mn trial

Billionaire Ivanishvili
pursues bank in Singapore
after $607mn court award

OWEN WALKER AND STEPHEN MORRIS
LONDON
MERCEDES RUEHL — SINGAPORE
Ulrich Kérner faces his first test as
Credit Suisse chief executive next week
as the bank goes on trial in Singapore
over its past relationship with Georgia’s
former prime minister Bidzina Ivanish-
vili.

Billionaire Ivanishvili, who is Geor-
gia’s richest person, is pursuing the
Swiss lender for up to $800mn in dam-

ages, having already been awarded
$607.5mn from the bank in a related
case in Bermuda this year.

Korner — Credit Suisse’s fourth chief
executive since 2005, who last month
replaced Thomas Gottstein — is grap-
pling with a big overhaul of the lender’s
investment bank, which analysts have
estimated could lead to billions of dol-
lars in restructuring costs and require
anadditional capital raise.

The Ivanishvili case is also an
early challenge for Credit Suisse’s
recently installed general counsel
Markus Diethelm. Both Korner and
Diethelm are former UBS executives
who spent more than a decade fighting

legal battles at the bank following the
financial crisis.

Credit Suisse can ill-afford another
nine-figure lossafter setting aside a total
of SFr3.9bn ($4bn) in net provisions for
litigation since the start of 2020.

The bank’s executive board was in
meetings last week — which coinciden-
tally also took place in Singapore —
thrashing out the future of the group’s
investment bank. Analysts at Deutsche
Bank said the costs of paring back the
unit would leave a SFr4bn hole in the
‘bank’s capital position.

“Running down other parts of the
investment bank and selling smaller
‘businesses across divisions could help

over time, but this would likely come
too late to avoid an equity raise,” wrote
Deutsche analysts Benjamin Goy and
Sharath Kumar Ramanathan.

such a move would prove unpopular
with shareholders after Credit Suisse
was forced to raise $1.9bn last year. Its
shares fell below SFr5 for the first time
in more than three decades last week,
havinghalved since the start of last year.

The Singapore trial, which is expected
to take three weeks, will start today at
the country’s Supreme Court and be
heard before Justice Patricia Bergin. The
closing arguments are expected in
December.

Ivanishvili’s dispute with Credit

Suisse goes back to 2011 whenhe wasa
private banking client of the group.

It was then that details emerged that,
for more than a decade, Credit Suisse
private banker Patrice Lescaudron
defrauded some of the Swiss bank’s
most sensitive accounts — including
those held by Ivanishvili and Russian
oligarch Vitaly Malkin — funding a lav-
ish lifestyle of luxury houses, sports
cars, Rolex watches and gifts of Chanel
jewellery. He was criminally convicted
in 2018 and died by suicide in 2020 after
an earlyrelease.

Credit Suisse said it “does not com-
ment on ongoing litigation matters”,
while Ivanishvili declined to comment.

'Will the European Central Bank
deliver a historicrate rise?

Even before last week’s data showing
eurozone inflation hit a record high and
unemployment fell to a new low, mar-
kets were already betting the European
Central Bank would step up the pace of
interest rate rises when it meets on
Thursday.

The ECB raised rates in July f\)r the
first time in more than a decade,
its benchmark deposit rate &om minus
0.5 per cent to zero.

But in the past week ECB governing
council members have called for it to
act “forcibly” by “front-loading” the
path of future rate rises to prevent surg-
ing inflation from becoming a 1970s-
style spiral of persistently higher wages
and prices.

Investors have taken note, driving
bond yields up to bet on a strong proba-
bility of the ECB raising rates by 0.75 per
cent for only the second time in its his-
tory. The first was a shortlived technical
adjustment only days after the euro’s
launch in1999.

“The key decision at the upcoming
meeting will he hatwesn 2 50 hasis naint

Market questions. Week ahead

Eurozone braced for big push against inflation

Automobiles

German EV
buyers exploit
subsidies and
resell abroad

JOE MILLER — FRANKFURT

More than 100,000 electric cars subsi-
dised by the German taxpayer —
including thousands of Teslas — have
probably found their way abroad as
buyers exploited a multibillion-euro
incentive scheme designed to make
battery-powered cars more affordable
for ordinary drivers.

Of the 890,000 electric cars registered
in Germany over the past 10 years, the
vast bulk of which were bought with
grants, just 756,517 remain in the coun-
try, according to astudy of official data.
While a small number of the missing
cars will have been taken out of service,
most of them have been sold to drivers
in neighbouring countries at a profit,
according to two leading industry

es.

“By the time the one millionth new
battery electric passenger car is regis-
tered later this year, close to one-fifth of
those cars would have left German
roads during the last decade,” said Mat-
thias Schmidt, a Berlin-based analyst
who carried out the research.

“The loser is the German taxpayer,
who isindirectly subsidising clean air in
cities outside of Germany.”

Germany introduced the subsidy
scheme in 2016 and has since spent at
least €4.6bn on grants to electricvehicle
buyers. Purchasers are entitled to a sub-
sidy of up to €6,000 per car, depending
on its size, initial cost and whether it was
bought fora fleet.

‘The fact that there was
not even aone-year
holding period . . . opens
the door to fraud’

But many subsidised vehicles may
have ended up in Denmark, where
duuesnnﬂlepmchaseolnewmrsmade

electric in
neighbouring states for several years,
Schmidt said
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or 75 basis point hike,” Jens Eisen-
schmidt, an economist at Morgan
Stanley, wrote in a note to clients. “We
think it is a very close call, with good
on each side, but ulti
think those advocating for a larger hike
will prevail as September offers the best
opportunlty to send a clear signal of
determination.”

The ECB could also announce meas-
ures to reduce a multibillion bonanza it
is set to give to banks from its ultra-
cheap lending scheme known as the tar-
geted longer term refinancing opera-
tions, or TLTRO, he said. But other
moves, such as starting to shrink its bal-
ance sheet, are likely to wait until its
meetings in October or December.
Martin Arnold

Did growth in US services activity
slow last month?
Activity in the US services sector is
expected to have slowed in August to
the lowest reading since May 2020, as
economic growth decelerates amid
aggressive rate increases implemented
by the Federal stervemtackle persist-
ently highinfla

The ISM non-1 manu.famlringi.udex is
forecast to report a reading of 54.8 from
56.7 in July, according to economists
polled by Reuters.
Although any reading above 50 indi-

US service
sector growth
has slowed since
the rapid
expansion that
followed the
rollout of
vaccines and
easing of Covid-
19 lockdowns
Frederic ) Bromn/AFP via
Cary images
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cates an expansion, growth in the serv- “Better inflation and supply cha.m “

ices sectm"gi?s to slow, after the diti should resultin . The robust

sector rapidly recovered fromadropin  of pent-up demand, all else equal. How- [Chinese]

activity from lockdowns at the start of  ever, price and supply-side dynamics export

the pandemic. Oren Klachkin, lead US  remained far from pre-Covid norms,”

economist at Oxford Economics, said  said Klachkin. Alexandra White gl‘OW‘tl‘l seen

$: ;:;Lwces recovery’s best days are in Did China’s exportsgrowth wanein ~ OVeT the
“The post-Covid pop in activity is August? past two

behind us,” said Klachkin. “Economic  China’s exports have been a rare bright years is

growth was bound to slow spot for the which has been

More normal spending patterns mean  battered by Covid-19 lockdowns. The really

growth will slow.” country’s surplus in July confounded behind us
1n an effort to tame soaring inflation, ~ experts, jumping to a record of more

the Federal Reserve implemented two  than $101bn, boosted by a bigger-than- and set to

consecutive rate increases of 0.75 per-  expected 18 per cent increase in decelerate’

centage points to cool down the econ-
omy. US inflation moderated in July, but
consumer spending slowed more than
expected, rising 0.1 per centand missing

exports.

Imports missed expectations, how-
ever, rising just 2.3 per cent compared
with thesame period ayear before, sug-

expectations fora 0.4 per centincrease,  gesting weakness in d ti

according to the personal consumption ~ demand.

expenditures price index. The economy took a further hit in
Although some aspectsof theservices ~ August as heatwaves and droughts led

industry, such as supply chain condi-
tions, have improved, labour costs,
prices and inventories have yet to
rebound to pre-pandemic conditions.

to power shortages and spurred several

provinces and cities to suspend or

restrict electricity supplies to factories.
There were further hints that the

= ————

country’s export growth would slow in
August in thelatest manufacturing pur
chasing managers’ index, which regis-
tered a second consecutive month in
contraction territory. The new export
orders sub-index came in at 48.1, below
the 50-point threshold that

Data from the Danish car importers
association De Danske Bilim-
porterer showed that the number of
electric cars registered in the country
was larger than the number bought in
Denmark, suggesting many were
imported.

schmidt also found that of the 98,000
Teslas registered in Germany by July
this year, only 76,690 remain on the
country’s roads, meaning every fifth
Tesla has left the German market. The
us facturer started prod

contraction from expansion for the 16th
monthinarow.

“The robust export growth seen over
the past two years is really behind us
and set to decelerate over the next few
quarters, as major developed econo-
mies enter recessions amid a more syn-
chronised global slowdown,” wrote ana-
lysts at Nomura, the Japanesebank.

Analysts at Barclays, meanwhile,
forecast that China would posta smaller
trade surplus of $91bn for the month,
with imports growth increasing to 4
per cent and exports growth slowing
t0 14 per cent. “We expect . . . import
growth to remain in low-single digits in
August in view of weaker domestic
demand . . . led by contracting property
p and subdued on”

thebank’s analysts wrote in anote.

William Langley

carsnear Berlin this year.

German opposition party Die Linke,
long opposed to the subsidy scheme
because they maintained it would bene-
fit corporations, said it was always clear
the incentives were “susceptible to
fraud”.

“The fact that there was not even a
one-year holding period [before a car
could be sold on] is more than a techni-
cal error and opens the door to fraud,”
said MP Bernd Riexinger.

The German coalition government
p]ammshrmkﬂle suhsldysdlemefmm

023,
for leet velm'les
Inresponse to a query about abuses of
the scheme, the government said it
would also double the amount of time
carshave tobe owned before they canbe
sold on, from sixmonths, toayear.

Beijing’s lockdowns hamper

events industry’s recovery

as rest of the world reopens

Refail & consumer. Pandemic fallout

China’s Covid-induced absence casts shadow over global trade shows

try as the world reopens. The critical
Chinese market remains stymied by
restrictive lockdowns as Beijing pursues
azero-Covid policy.

Me;mw}ule convention centres and

PATRICIA NILSSON — LONDON

‘With most of the world’s biggest econo-
mies having reduced pandemic restric-
tions, the mantra for the global events
industry is business is back, following a
torrid twoyears.

But attendance at the Imex show in
Frankfurt — which caters to the trade
show and travel sectors themselves,
with attendees including conference
venues, event managers and hotel
groups — is telling. The May event had
about 9,500 pamclpants compared
with 14,000 before the pandemic.

“Obviously the industry has suffered
during the past years, people have lost
jobs, but demand has expl id

here are still gauging
whether demand for face-to-face meet-
ings will return to pre-pandemiclevels
despite aninitial surge.

China offered the events industry a
sliver of hope two years ago when it
became the first large country cau-
tiously to reopen after the first phase of
the pandemic. Now the tables have
turned. While many wealthy countries
have signalled that companies should
not expect future restrictions on social
mingling, China has chosen to impose
travel restrictions and lockdowns.

“We have no idea how to compensate
for china if the country does not
return,” said Wolfgang Marzin, chief
executive of Messe Frankfurt, a German

Carina Bauer, chief executive of Imex.
But she added: “We had very few partic-
ipants from China this year.”

The 32 per cent drop in attendance
points to a mixed picture for the indus-

d by the city of
Franldurt and the state of Hesse that
runs trade fairs around the world.
“Everybody took advantage of labour
and production capacity in China —
much still comes from there — and now

‘we are as dependent on them as we are
onoil from Mr Putin,” he added, nodding
‘to the number of international compa-
nies manufacturingin the country.

For now, Marzin said Chinese buyers
and sellers were largely absent from
events in other parts of the world. “The
zero-Covid policy means that since Jan-
uary we don't see Chinese companies,”
he said. “For a show in textile, typically
‘we would have around 400 exhibitors
and now we have 25

Marzin would not disclose the private
company’s revenues and profits but said
‘turnover this year was likely to be close
to levels in 2010, adding that he
expected the company to be back on
track in 2025 — assuming the global
economy was not derailed by further
crises. China is not only an indispensa-
ble part of many companies’ supply
chains, but the world’s second-largest
economy has also emerged as an impor-
tantbuyer at trade shows.

In 2019, mainland China accounted
for 16 per cent of events revenues at
Informa, the world’s largest trade fair
group. In 2021, the company had recov-
ered to only four-fifths of thislevel.

But the FTSE 100 company is more
sanguine about the situation in China,
arguing that rebounding demand in the
UShasoffset the lag.

is opening at a slower rate than other
countries, we know that it will be re-
opening”

The group has put its money where its

retail shows Shoptalk and Groceryshop,
has still struck an optimistic note, say-
ingthe 2022 editions either had or were
expected to make more money than the

Both Marzin and Bauer are bullish mouth is, announcing last December yearbefomcuvld -19struck.
about the eventual full-scale return of  that it would dispose of its i “Post- . our
in-person meetlng so lsLord Stephen arm and double down on events and  spend more with us than before,” said
i Ithadunveiledan  chief executive Mark Shashoua.

Carter, Infor;
“The power of physlcal presence will
not go away,” said Carter. “Even if China

The Imex event in May saw a 32%
attendance drop on pre-Covid levels

FINANCIAL TIMES

annual £1.1bn pre-tax loss for 2020
linked to exhibition cancellations. But
in 2021 it swung back to a £137mn pre-
tax profit as Covid restrictions eased.
Informa said in July that it would
begin paying dividends again following
a pandemlc hiatus, brushmgoﬂaglnbal
thatist
many industries. The group expects its
revenue and adjusted operating profit
this year toreach the upper end of previ-
ous guidance of £2.15bn to £2.25bn and
£470mn to £490mnrespectively.
Nevertheless, the industry remains
under pressure. Of the three biggest
listed events providers — Informa, Hyve
and Relx — only the latter’s share price
has recovered to the level of early 2020
and it is largely focused on subscription
- ha N i

P
But Hyve, which runs the annual

The UK-based group reported reve-
nue of £59mn in the first half of 2022,
compared with £68mn for the same
period in 2019. It blamed the delay of
two large events in the mining and
paper industries in the second half of
the year for the decrease.

There are predictions of a shakeout.
Shashoua said some smaller or more
niche shows were unlikely to return at
all, even online, after the pandemic,
with the largest groups such as Hyve
that run the “must-attends” of various
industries ina position to consolidate.

This has already begun. In March,
Hyve announced the acquisition of US-
based Fintech Meetup for up to £42mn.

ile, Informa bought busi
focused publisher Industry Dive in July,
adeal that will grant it a content arm to
better engage clients beyond events.
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Equity Research from Morningstar

Make confident investment decisions powered by our independent global insights and a consistent
methodology across our qualitative and quantitative universes.

Get your next investing idea from one of the world's largest independent analyst teams at
morningstar.com/products/research/institutional
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Guide to pricing of Authorised Investment Funds: (compiled with the assistance of the IMA. The Investment Association. Camomile Court 23 Camomile Street. London ECIA 7LL Tel: +44 (020 7831 0838.)
OEIC: Open-Ended Investment Company. Similar to a unit trust but using a company rather than a trust structure.
Different share classes are issued to reflect a different currency, charging structure or type of holder.
Selling price: Also called bid price. The price at which units in a unit trust are sold by investors.
Buying price: Also called offer price. The price at which nits in a unit trust are bought by investors. Includes manager's initial charge.

Single price: Based on a mid-merket valuation of the underlying investments. The buying and selling price for shares of an OEIC and unis of a single priced unit trust are the seme.

Exit Charges: The Jefer Edenates theten

letter C denotes that the trust deducts all or pant of the manager's/operator's

, contact the

you sell units, contact

Time: Some funds give information about the timing of price quotes. The time
The symhols are as follows: %0001 o 100 hours: # 1101 to 1400hours; & 1401 to 1700 hours; # 1701 tomidnight
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for full details.

for full details of the effect of this eaurse of action
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basis. The managers/operators must deal at a forward price on request, and may move to forward pricing at any time. Forward pricing: The letter F denotes that that managers/operators deal at the unnem haset al the next valuation

documents may be obtained free of charge from fund managers/operators. * Indicates funds whlr:h do not price on Fridays.
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WORK & CAREERS
You Call!t bu ‘Messages from the archive of of “thought leaders” and getting them force for change. Essentially itisa puts us in the forefront of debates
y Rutherford Hall, critical to hire a PR biz to help project their quarterly series of polls which, over about business ethics.
. tC ] b t communications strategist values. It’s unveiled ahead of Davos so time, tracks public attitudes on who We also want to branch out to offer
1! grlty, 111 everyone, especially journos, jumpson | has integrity, what people mean by it clients a bespoke integrity index to
. ‘WhatsApp to Stephen: I've just met it to whitter on about their pet theme. and how it affects their mtelachm help them understand their specific
you can l]le Priyaand I think she's great, justwhat | It's got the half life of And | with bust or vulnerabilities and opportunities and
. we need to run the data team. And this | above all it puts the words Edelman Rutherford help us amplify their social message. If
the ldea is very timely. I've been thinking fora | and Trust next to each other. Findme on Strava. . . Ifyou are a CEO you are a CEO with more important
while that we need a new gimmick, not There’s three wins for us in this. e J things to do than just running your
least to deflect minds away from our First, it raises our profile when ‘WhatsApp to Priya: Well yes, I with more mmpany, then we are who you need.
being the strategic comms advisers to potential clients are putting out suppose it's a little like the trust important thjngs
Volpone bank when it sacked 4,000 tenders. We are still too boutiquetobe | barometer except that this is the . Press release: The new Monkwell
staff on a zoom call. Will revert. guaranteed a place on those lists. Monkwell Integrity Index, a powerful to do than ]l.lSt Integrity Index puts integrity at the
= Second, it will position us asleadersin | and original quarterly report which running your heart of the business conversation.
From: the ion on trust and social captures the values people demand in Landmark index shows that the
== == To: and third, above all, it aligns | business and public life. company, then we public demands more integrity from
A=) OK, 50 T've been thinking about the our name with a prized social goal ona | — are who you need | business leaders. Wants leaders to
Edelman Trust Barometer —it'sawork | quarterly basis. What do you think? Wlu\tsApp to Priya: OK fine, yes we be more like Martin Lewis .
of genius and 1 want our own version of | Rutherford are stealing the idea as our push into -
it. For 20 years that PR giant has got Find me on Strava, KoM Sydenham Hill, the integrity space. You can’t copyright From: Rutheﬂ%rd@Munszﬂxhntegymm
reams of coverage for what is basically | PR London to Brighton: ¢h 37m integrity. To: Martink@volponebank.com
an opinion poll on bleedingly obvious B — ‘We want questions that create news Martin, thank you but we aren’t
social trends which tells firms that ‘WhatsApp to Stephen: Yes, exactly —1 | stories and point to the importance of looking to co-brand this index. ButI
what they need are the services of want to nick the idea. I thought we'd retaining our services; ie are you more did want to offer you our first bespoke
-~ Edelman. To give you a flavour, the call it the Integrity Index. You can'tbuy | likely to invest in or buy from a Integrity Index Action Plan for your
. most recent survey said 80 per cent of mtegnty but you can swipe the idea. company with high ethical standards? new personal branding strategy. We
investors based their decisions on their | ——- Do business leaders have a broader already have some very interesting
beliefs and values. What dnes it expecl From: Ruth society? Which sectors learnings to share. Have you thought of
them to say they base d To: Pri) are helpmg to improve society? Try to funding a new financial hardship
tarot cards, a feeling in their water, a Priya, I promised you a note on this avoid results showing the only person foundation. We're doing some research
Rutherford Hall dream in which their late Aunt new project. We want you to create a people trust is Martin Lewis — there’s now as to which public figure might be
Tabatha contacted them via social new quarterly report which we're going | no business action we can recommend the right co-head. What do you think of
media and told them to buy Gamestop? | to call the Monkwell Integrity Index. there. This should also create Martin Lewis?
1t’s perfect for stroking the vanities We see it as a powerful and original opportunities for other media which Messages recovered by Robert Shrimsley
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Hybrid working: why office-home
alance is still a challenge

The question leaders face
is how to navigate the
complexities and
maximise the best of both
worlds, writes Stefan Stern

alcolm Gladwell is upset.

“I know it’s a hassle to

come into the office,” the

writer told the Diary ofa

CEO podcast recently,
“but if you're just sitting in your pyja-
mas in your bedroom, is that the work
life you want to live? Don’t you want to
feel part of something?” And he contin-
ued: “I'm really getting very frustrated
with the inability of people in positions
of leadership to explain this effectively
totheir employees.”

Many bosses have tried for months to
persuade, or command, colleagues to
spend more time in the ‘office. But the
results have been mixed. Apple’s chief

ive Tim Cook has made
oneattempt to introduce a policy of three
fixed days in the office, and has been
metwith resistance each time. The com-
pany’s new policy of three days a week
inthe office takes effect from Monday.

The low point, from Apple’s point of
view, came in May when Ian Goodfel-
low, their former director of machine
learning, quittojoin Google after object-
ing to the company’s return-to-the-of-
fice poli pmachinelearn-
ing person quits because his employer is
treating him too much like a machine
something has gone wrong.

Around that time 200 Apple employ-
ees offered a forceful written response
to the company’s leaders about their
proposed working model. “Please get
out of our way, there is no one-size-fits-
all solution, let us decide how we work
best, and let us do the best work of our
lives,” their letter concluded.

How to make hybrid arrangements
workis the management question of the
moment. That may seem obvious, but
its complexities mean that the majority
of companies are in the thick of figuring
out what hybrid means for them and
their workforce. The conundrum was
the theme of a one-day conference
hosted earlier this year by the Corporate
Research Forum, a London-based
organisation focusing on expertise in
human resources, held tomark the pub-
lication of their report, “The realities of
the new working environment”.

The CRF sresearch, published in May,
echoed many of the findings of pioneer-
ing work by economics professor Nicho-
las Bloom at Stanford, who has been at
the forefront of research into the effects
of homeworking since long before the
pandemic. He calls the shift to working
from home “the largest shock to labour
markets in decades”. The CRF research

The benefit for
employees of
coming in to
work has to be
greater than the
savings in time,
energy and
money made by
not commuting
FT montageiUnsplash

as 67 per cent of respondents to the CRF
survey (mainly HR directors) said they
were experiencing some difficulty in
persuading people to come back in.

As Jonathan Crookall, chief people
officer for Costa Coffee, the UK coffee
shop chain, told researchers: “We've
been encouraging, suggeshng and ask—
ing, rather than d.

pleand change at PA Consulting, agrees
that problems have arisenin the emerg-
ingwork from home world. “We are now
seeing many negative consequences of
remote working, including the impact
on people’s mental health, feelings of
exclusion and isolation, and a lack of
humanengagemem, she says.

we'vebeentryi when

‘maybe alankofcmnpe—
r.encemr]m

we are aslcmgpeoplemgnhackmman
office, we're doing it for agood reason.”
A question managers mlght also be

these new arrangements work. A recent
M survey found about 60 per cent of
U‘K managers did not feel they had had

askingis not “what is the offi 7”,but
“what are people for?”

‘There was much discussion at the CRF
conference about compulsion. Is return-
ing to the office a matter of guidance or
policy? Or perhaps “guidance is the new
policy”, as one seasoned HR profes-
sional put it. Only 34 per cent of employ-
ers surveyed are making attendance in
the workplacea formal policy matter.

A “testand learn” approach was advo-
cated by many as flexibility has to be
made meaningful and effective, for all.
Employees notice if their leaders are
backin the office, or not: “Why should 1
come in if they don’t?” is a frequently
asked question. Pragmatism is
required. The benefit for employees of
coming in has to begreater than the sav-
ings (in time, energy and money) made
by not commuting. As one speaker high-
lighted, managers will need to focus on
first principles: what work is best done
when people are together, and what is
done bestwhen people are apart?

Putting new practices into place is
proving to be tricky. Anthony Painter,
director of policy at the UK’s Chartered

training in how to manage
remote workers. If work, and perform-
ance, are what matter, some guidance
from those who understand perform-
ance could help. London’s Royal Acad-
emy of Dramatic Art runs training for

‘If you want people to be
in the office, you've got to
offer an environment
they want to be in’

its Rada Busi m.
one of its tutors, Charlie walker-
Wise, says a lot has been learnt about
managing hybrid teams following lock-
downsand remote working.

An uninterrupted day of screen-
based remote meetings, sitting at the
same desk, is unappealing. His experi-
ence during the pandemic was that the
subject or topic for each meeting would
change but the environment would not.
“That was extremely draining,” he says.

But remote working will continue,

work require an understanding of
space. The split focus of managing peo-
ple in the room with those at home can
be a problem. As Walker-Wise explains,
the “audience” ath have avery

How do | sell
my skills as
a diplomat in
the private
sector?

This week’s problem

1 am a diplomat from a
wesfern country. Due fo
personal circumstances | will
leave government service
within the next two to three
years. | have reached quite a
high grade quickly, but | am
stumped about where to

go from here. With no
experience in the private
sector, how can | repackage
my skillset info something
aftractive to employers, and
find a new fulfilling and
rewarding career? Male, 30s

Jonathan’s answer

Diplomats operate at
borders, representing their
own side’s inferests and
working fo understand what
the other side seeks fo
achieve, a mutually
beneficial outcome. You
are approaching your own
border, wondering what are
your own Interests and skills,
what the other side values,
and what sort of career
outcome you could achieve.
Sir Ivor Roberts, former
British ambassador in
Belgrade, Dublin and Rome,
observes that diplomats can
learn many skills; he gave
examples as diverse as

different experience of themeeting,

“If something funny happens in the
room, off camera, others can't see it,” he
says. “Do you have to explain it? Does
that make people feel excluded? sud-
denly you've got a whole bunch of peo-
ple at home thinking T really didn’t
enjoy that meeting’. Whereas in the

= loarehavi o

press relations,
agriculture, and counfer
terrorism. He considers the
main skill learned Is the
“art of pafient negotiation”
In resolving conflict, by
understanding others’
point of view.

“Many companies seek an

And what about those who prefer to
have their camera off? “I think it’s harder

. . in a hybrid world,” he says. “Pre-
pandemic, it wouldn’t have been OK to
put abagover your head in a meeting. It
wasn’t OK for you not to be able to see
what my expressions were. Thavea sus-
picion thatit’s going to be [even] harder
for people to do that [now].”

Making the hybrid model work needs
versatility from managers, and a greater
range of responses than in the past. “If
you want people to be in the office,
you've got to offer an environment they
want to be in,” Walker-Wise says. “You
can’t expect people to turn up and there’s
nothing for them there.”

‘Work is going to carry on both in the
office and away from it. As Andrew Dimi-
triou, chief executive of Europe, Middle
Eastand Africa for ad agency VMLY&R,
part of advertising group WPP, says:
“That balance — feeling a sense of
belonging to a company and culture,
and having the sense of freedom to be
able towork wherever you want — is the
balance you have to get right.”

door opener
with a great contact book,”
says Tom Fletcher, a former
Brifish ambassador to
Lebanon, but he agrees with
Roberts that your greatest
asset will be your skillset.
Specifically, Fletcher names,
“emotional intelligence,
political antennae and
curiosity about the world.”

In terms of finding a role
that is fulfilling and
rewarding, you'll need fo
Identify what that means for
you: Is it addressing
existential issues such as
International peace, or
worldwide carbon emission
reduction, or would you find
fulfilment at an individual
level, as a hostage negofiator,
business mediator, or
couples counsellor?

It doesn't have to be one
role. Fletcher observes that,
“former diplomats are
tempted fo seek one secure

In terms of fulfilment,
Fletcher’s advice is to, “get
involved in the mission of
‘whatever you're doing
rather than just markefing
It. The happiest former
diplomats are the ones In
‘the engine room of their
‘organisations, rather than
Just representing them.”

One of the skills you are
likely to have learnt (the
hard way) is to write
concisely. Roberts nofed
that he had had fo learn to
“structure arguments into
a compelling, persuasive,
and short article”

‘You can apply this ability
‘o summarise your skills and
experience: the process
fitself will help you distil what
‘you can offer organisations.

Seek feedback from
'organisations that might
have roles you'd find
fulfilling o see if your skill
set is of interest, what might
'you need 1o add, and what
have you over or under-
represenfed. Now is the
chance fo apply your skill of
understanding another
party’s point of view to tailor
the service you could
provide.

Readers’ advice

Polifical risk or frade
consulfing. Both can be
done af the institutional
level (NGOs, Government
entities, Chambers of
‘Commerce) or af the
«corporate level (consulting
‘companies selling services
‘o the institutions/or banks).
If you were not in the
economic or the trade
section of your ministry you
better gef studying now in
an affempt fo preemptively
rebrand yourself.
Nakedtotem

Maybe do an Executive MBA
at Insead or IMD? Jo121

The next problem

I have spent my working life
In administrative positions.
From my first Job as a clerk
in a law firm, | have worked
my way up to the level of
office manager. | am now
considering a career change
and would like fo move info
senior management. | have a
Masters in urban planning.
1am in my late 40s and not
sure how to proceed.
Female, 405

Jonathan Black is director
of the Careers Service at

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F05&ts=20220904192055&uq=20220804103507

15/22



2022/9/5 21:38

found that about nine in 10 UK employ-
ers are now operating a hybrid model of
some kind, with two or three days in the
office being the most common formula.
Onthewhole, organisations are happy
with these arrangements, although
employees seem to be more positive
about it than their employers. As many

Monday 5 September 2022
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Management Institute, argues that
bonds of trust have been weakened dur-
ing lockdown. “Authority works in a
strange way in organisations, but it’s

and Walker-Wise has some useful ideas
about how to run online meetings bet-

ter Leadmg hybrid work is a new and
role. “We often use the term

better for everyone if there's a bedrock
of trust. Remote-only engagement
difficult” he sa

‘host’” Walker-Wise says. “If the idea is
thalyou're a host, your r&pomiblllty is

far
Rachael Brassey, global lead for peo-

yoneis:
The d]saplmes of online and hybnd

FINANCIAL TIMES

This calls for flexibility, engagement,
a coaching style, and trust. It turns out

Job that is familiar and safe
with a fitle that confers

that the kills we need are " but thinks that
the ones we: ingal all along. there is and

challenge in designing a
The writer is author of ‘How to Be a Better set of roles to give a

Leader’ and is a visiting professor at Bayes
Business School, City, University of London

fulfilling career.

the University of Oxford.
Every forinight he answers
‘'your questions on personal
and career development
.and working life. Do you
have a question for him?
Emaik: dearjonathan@ft.com

WORK & CAREERS

democratise sustainable fashion

The retail boss is trying to
transform the department
store group, while also

creating a strong company
culture, writes Andrew Hill

hen Giny Boer joined
C&A Europe two years
ago, after 23 years sell-
ing furniture and home-
wares with Ikea, she
found a retailer in urgent need of the
sort of refresh her Swedish former
employer promises its customers.

C‘JkA foum‘]ed in 1841 by young Dutch

d August Brennink-
meijer, was operating 1,400 shops in 18
European countries — but they were
wildly different sizes and layouts,
including some four-storey stores that
had long outlived consumer taste. Boer
found 12 different versions of the com-
pany’soval logo strewn across the group.

She arrived at the group’s Diisseldorf
headquarters as European retailers
were moving through their most disrup-
tive period since the second world war,
shifting in and out of Covid-19 pandemic
lockdowns. At first only the manage-
mentteam were in the office — and most
of them were only there to meet their
new boss. She was able to visit some of
the group’s shops in Germany, but for
weeks she was mainly a virtual presence
to her new colleagues.

During an interview over lunch in
Luxembourg, where she is due to speak
atan FT event, the 59-year-old Dutch-
woman repeatedly stresses her pragma-
tism. While studying developmental
psychology in the 1980s, for instance,
Boer spotted that economists were

intojobs:
ogists were missing out. She started
studying economics in the evening,
while working in a clothes shop, and
went straightinto business.

Faced with the constraints of the pan-
demic, Boer took a similarly practical
approach. Online interviews allowed
her to talk to many people and absorba
lot of information about the challenge
she faced. “1 could talk to people and 1
had facts . . . without any noise,” she
says. By the time she stepped into the
chief executive role in December 2020,

‘After a year people
should feel when they
walk into a store that

something is happening’

she had filled four A4 notebooks with
her observations.

One fact was that C&A was missing
online sales, because its digital
approach was under-developed: its sin-
gle logistics hub could not cope with
demand. Another was that it lacked a
unifying concept. Boer quickly pressed
to open two more fulfilment centres and
implemented a “One C&A” programme
of store rationalisation and refurbish-
ment. “We said, “We need to do some-
thing fast’ — after a year, people should
feel when [they] walk into C&A that
something’s happening,” she says.

Four hundred shops have already
been revamped. For instance, on Ber-
lin’s Kurfiirstendamm, the historic
shopping street, C&A’s three-floor store
of nearly 5,000 sq m has been trans-
formed into an airier, trendier retail
hub. The rest of the store portfolio will
be “right-sized” into large, medium and
small formats (some as small as shops-
within-shops), with the first part of the
transformation complete by 2024.

Asacompany still owned by the Bren-
ninkmeijers’ private Cofra Holding,
C&A does not issue detailed sales fig-
ures, but, measured against 400 refer-

for-
matare up and fuutfa]lhas increased by
8 per cent. Workers are also happier, as

How fo Lead. Giny Boer, chief executive, C&A Europe

“‘What we want to do now is

i

Giny Boer in her office at C&A’s headquarters in Diisseldorf, Germany. The CEO inherited a portfolio of 1,400 shops across 18 European countries — carsten senier

In the interviews with colleagues that
filled her notebooks, Boer came under
pressure to domore online, but few staff
singled out competitors by name.
Instead, she was asked repeatedly:
“Who do you want us to be?” Her gno-
mic response — “I want us to be us” —
seemed to satisfy staff. Boer says they
were tired of having to swing from
budget to premlum stra[egles and back

had “a huge interest in people: how can
‘you get the best out of [them]? How can
everybody become their best self? So
how do we create at C&A a culture such
that everybody feels their best self, so
‘they cangive their best self?”

Given the competition, the poor eco-
nomic outlook and the size of the turn-
round she is trying to achieve, it is easy
‘to wonder if a culture shift alone will be

fficient to revive C&A. Boer at least

again under
Range and price are among the most
important strategic decisions C&A has
to take, she says, but adds “you cannot
just shoot from the hip and do what I
think is important. That doesn’t work.
So everybody was so relieved that I
wasn'tgoing from left to right.”

“In many ways, C&A suffered from
imposter syndrome,” adds Allan
Leighton, the veteranretailer who chairs
C&A. “It tried for the last 20 years to be
something else, when it has an identity
of itsown, which is hugely successful.”

A second common criticism Boer dis-
tilled from her notes was that senior
managers needed to communicate bet-
ter. “When 1 started, [C&A]
was . . . very masculine, very bureau-
cratic, a lot of layers. So I thought, how
do we do this? How do we become more
approachable . . . not like a CEO who
sitsthere in anivory tower?”

Boer has putin place a variety of initi-
atives to answer that need. They include
a monthly “Let’s Connect” session,
where people from over the company
sign up to pose questions to the chief
executive and her chief people officer,
whom she hired from Ikea, regular
updates and town halls, and a twice-
monthly “Failure Frlday"' At this last

has the advantage thatshe can carry out
her changes under cover of private own-
ership. While she is reluctant to com-
pare working for Ikea, also family-con-
trolled, with the experience of working
‘with the Brenninkmeijers (“really sup-
portive but not interfering”), she says
she likes the “long-term thinking” that
families apply to their businesses.

It is one reason, Boer says, that the
family owners of Tkea and C&A have put
environmental goals high on the
agenda. This is one pillar of her emerg-
ing strategy, the details of which she pre-
ferstokeep under wraps.

‘When I started, C&A
‘was very masculine,
very bureaucratic,
with lots of layers’

Even when customers are increas-
ingly looking for better prices, she says
C&A will not compromise on sustaina-
bility; though she may have to adapt.
The group is bringing some sourcing
closer to the customer, for instance. Tt
ownsa lughly automated denim factory

event, three staff

h in ladbach, Germany, where
riences of failure with staff online, as  machines distress the cloth with lasers
part of an effort to encourage a culture  rather than stone-washing with water.

where people dare to speak up.
Boer says it would b

l‘Wllatwe want to do now is democra-

to say that she is drawmg on her early
7

the hleramhy and encouraging more
transparency. She has, however, always

Three
cuactinne

fashion,” Boer says. “So
it shuuldn 't be a choice and a difficult
thing for our customers.” Building on its
legacy of affordability, C&A should be
able to continue to offer “everyday low
prices”, she says, inadvertently echoing
the slogan used by Walmart and its
former UK subsidiary Asda, where
Leightonwas once chief executive.
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MEET BUSINESS
CHALLENGES
AND SOLVE
LIFE’'S PROBLEMS

—
Read Solvable by Arnaud Chevallier and Albrecht Enders
This must-read book offers practical tools that are
evidence-based and pr d inan ssible

and visual way. It's packed with methods to improve

all aspects of problem solving at work and home.

medicine, engin
Ways to identify v
to get there

r quest, a solution and routes

Buy your copy at amazon.co.uk
or your local bookshop

ASimple
Solution to
Complex
Problem:

SOLVABLE
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outdated bacK rooms and Trest areas
have been redecorated and refurnishe
Yet even as the pandemic ebbs, Boer
faces a combination of structural and
cyclical pressure. A few kilometres from
where our interview is taking place, in
Bertrange, is a 2,100 sq m C&A. The
ground-floor store is typical of the
“medium” format, but still awaiting
refurbi In the same shopp
centre are brighter, more modern H&M
and Zara stores, with merchandise
priced to compete with, respectively,
C&A's budget and premium ranges. All
three are heading intoa cost of living cri-
sis such as retail has not experienced
since the 1970s. How can Boer differen-
tiate C&A’s offering, in store and online,
where price comparison is even easier?

Who Is your leadership hero?

I have many different ones, but | do
not like fo copy someone. You learn
different things from different leaders
or people. Today my hero is my boss
Allan Leighton.

‘What was the first leadership lesson
you learnt?

Always explain the why, and lead
through people.

‘What would you be if you were not
running C&A?

1 would still be Giny — a mum, a
partner, a sister, a friend, a daughter.

All pages from Financial Times (Asia), Monday, September 5, 2022

She pays Credit to the “good cnemis-
try” she has with her chair, who in turn
describes Boer as a “breath of fresh air”.
Leighton says she has brought humility,
kindness and vulnerability to the job as
‘well as the “brilliant eye” of a very good
retailer. At the FT event later, she tells
the audience of mainly female execu-
tivesto “be yourself, believe in yourself,
enjoy what you do, and deliver”.

At C&A, she may be making up for
lost time. Asked what she might confess
at Failure Friday, she eventually admits
she stayed toolongat Ikea. “If you are in
aculture you almost don’t dare to think
outside . . . When you step outand you
see you can learn again and how much
‘you also can give, it gives you so much
energy.”

“Solvable provides a thorough approach
to help elevate your problem-solving game.”
Jergen Vig Knudstorp, Executive Chairman, Lego Brand Group
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Dance to the music of forgiveness

Joe Goddard and Alexis
Taylor of Hot Chip talk to
Michael Hann about the
emotional landscape of
their new album

ight albums into Hot Chip’s

career, Joe Goddard has a

concern about their place in

pop’s giddy firmament.

“When we began, we were
slightly ahead of the curve in terms of
taking references from different types
of music than was normal for a kind of
indie band, and I guess we ushered in a
wave of bands that did something a bit
like that. Now, well, I have this worry
that we’re a bit Status Quo. I still find
it enjuyahle hut we’re not breaking
any bo

His bandmate and co-founder Alexis
Taylor, the group’s main singer, raises
an eyebrow as he joins our Zoom call
justin time to catch the comparison. “Is
itjust to do with us going for along time
that you think we're Status Quo-like, or
the way that we’ve gone for the same
two chords?”

“It’sjust that we kind of roll on and on
and on.”

Goddard is being unfair on himself
and on the group. Over the course of
those eight albums, Hot Chip have
evolved into one of Britain’s most life-
affirming pop groups. They still sound
like people with impeccable record col-
lections, but there’s a warmth and open-
heartedness to their music — continued
on their new album, Freakout/Release —
that makes them perhaps more akin
to another great British electronic
pop institution, Pet Shop Boys (“Oh,
that's a lovely comparison,” Goddard
says, smiling), and their gigs are explo-
sionsof happiness.

still, like Status Quo, Hot Chip are
nothing if not consistent. Freakout/
Release, as ever, combines dancefloor
bangers (“Down”, the title track), bliss-
ful pop (the single “Eleanor”), gorgeous
introspection (“Broken”, “Hard to Be

Funky”, “Out of My Depth”), and one

excursion into political rage (“The Evil

That Men Do”, which took its cue from
h " h sl a

Edward Colston in Bristol in2020).

Hot Chip, with Joe
Goddard and Alexis
‘Taylor, rear centre and
rear right — pooren chana

FINANCIAL
FT TIMES

MR

sky [EE

MADE IN ITALY SUMMIT

Driving Innovation, Sustainability and Resilience

4 - 6 October 2022

The Made in Italy Summit, now in its third year, will gather leading government
figures and senior executives representing Italian excellence to debate the
future shape of the economy and export sector.
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overwhelmed and emotionally
exhausted,” he says. Still, he says, “It
feels to me more universal and more in
the mould of the kind of pop songs
which speak universally. So, it’s con-
necting to a feeling that lots of people
have at times”

Although he says songs should not be
taken autobiographically, he does
accept that much of Freakout/Release
‘wasrooted in troubles. “A lot of the time,
making the record, the things that were
on my mind were either my own anxie-
ties about feeling pretty down, or they
‘Were me cmmemng w1th other people

“The Evil That Men Do” aside, the
idea of forgiveness seems torun through
Freakout,/Release, either asking for it, or
offeringit.

“Yeah, I think those themes are
there,” Taylor says. “It can sound quite
cheesy, or alittle bit A-level ‘just discov-
ered the word catharsis’, but perhaps
the main reason music is fulfilling for
meis because it is healing, to hear other
people’s music and go through some
kind of emotional journey listeningtot,
and also to make music canbea process-
ing of something that's going on inside
you emotionally. Maybe the point at
which the record is made kind of com-
pletes that cycle”

“Broken”, especially, seems naked in
its vulnerability. “Sometimes, I feel I'm
‘broken down and words are too much,”
Taylor sings. “Sometimes, I think I'm
coping, but I know I have no such luck.”
Partly, Taylor says, it came from want-
ing to capture the mood of “Don’t Give
Up”, by Peter Gabriel and Kate Bush, but
also from what was happening in real
lifeashe wrote it.

“1 don’t know exactly what had
gone on that week, but I just felt very

arou.ndme who!
\, separation

P

‘Being on stage
together can feel like a
very powerful moment
of being connected
with each other’

from their families or partners, people

tobeinagood place emotion-
ally. There are a few songs on there —
even in “Eleanor”, the parts which I
‘wrote, they are quite specifically about.
somebody I know and the trouble
they’re havingin their life.”

Goddard and Taylor met at school in
south-west London in the mid-"90s;
they’ve been recording as Hot Chip
since 2001. That’s an awfully long
time to be together, from adolescence
into the onset of middle age. They’re
not in each other’s pockets these
days (Goddard has moved to the
Kent coast; his family love the sea, he
says), but they know decades together

ARTS ONLINE

The Life of a Song
Sting's 1985 hit
‘Russians' is
reminder of a fime
when the late
Mikhail Gorbachev
was at the forefront
of a cold war thaw

fr.com/arts

s Taylor, left, and Joe Goddard on stage — jords MansieiiGerty Images for Nike: i

have not always been good for them.

“It does have a negative impact on
friendship if you'’re running a business
together with your friends, and touring
theworld, spending quite alotof imein
proximity,” Taylor says. “There are ten-
sions and it does affect things; it would
be foolish to say it doesn’t. However,
while all that’s happening, you're also
enjoying lots of the time spent together,
and building something that you really
care deeply about in the music, and that
strengthens the friendship. So, just
conversations, or being in the room,
making the music, or being on stage
next to each other, can feel like a very
powerful moment of being connected
with each other.”

Goddard offers a concrete example.
“We were in [the BBC studios in] Maida
Vale yesterday, recording a bunch of
songs for different radio stations, and
we recorded a cover of ‘County Line’ by
Cass McCombs, a song we both are very
passionate about. You get a quite inti-
mate moment of singing together and
playing together, and if 1 compare that
toalot of my other adult friendshipsasa
42-year-old man, where I go to the pub
with my mates every couple of months,
it’s actually quite nice to have these
quite kind of tender moments quite
often, really.”

Hot Chip take to the road this month,
with four nights at Brixton Academy —
that’s 20,000 tickets; they’ve quietly
become a pretty bigband over the years
— and live is where they comeinto their
own. It's where the euphoria of dancing
and noise and lights and the sadness at
the heart of many of their songs mesh.
It’s where the ambiguity of what they do
is most evident. And ambiguity, Taylor
says, matters.

“Most of us don't know exactly how
we feel all the time, and are looking to
understand things through reading
poetry or watching a film or looking at
art or having a conversation. You're
kind of trying to understand your place
in the world, and pop music can be a
very powerful medium for that.”

Andyou can dance toit, too.

Hot Chip play Brixton Academy, London,
September 21-24, hot-chip.co.uk
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FT BIG READ. US LABOUR

A grassroots campaign to unionise US workers at the coffee chain has spread to over 200 stores, and
inspired similar drives at Amazon and Chipotle. Can it re-energise the wider labour movement?

By Taylor Nicole Rogers

The union revival brewing at Starbucks

he war for the future of
Starbucks is reaching a
peak in a café just a short
walk from where the coffee
juggernaut was founded.

The battlefield is the chain’s flagship
Roastery on Seattle’s trendy Capitol Hill,
asprawling 15,000 sq ft space where vis-
itors can order coffee cocktails and
watch beans destined for cafés across
the world being ground in its roasting
area. Staff say it is where Howard
Schultz, the outgoing chief executive
who helped build the company into a
multinational giant, buys his coffee
beans.

It was also among the first of hun-
dreds of Starbucks stores to launch a
drive for union representation this year,
and where union organisers say the
company has fought the effort the hard-
est. Workers voted in favour of the
unionin April

“This is the crown jewel on the hill,”
says Elizabeth Durand, one of the Roast-
ery’s shift supervisors. “We're
on Howard Schultz’s front door and he’s
scared. He doesn’t want toconcede it.”

First, employees say they were
instructed to come in early to sit
through hour-long meetings about the
union with managers. Next, they learnt
that the chain planned to exclude staff
at from P
rises. And then, after the newly formed
union sent Starbucks a request to nego-
tiate in July, Starbucks said it would
issue a legal challenge to the union’s
election victory. In a statement, Star-
bucks said: “Our hope is the union
would respect our right to share infor-
mation and our perspective, just as we
respect their right todoso.”

The upstart union, Starbucks Work-
ers United, is one of a new breed of
organised labour that has emerged in
the US in recent months. The move-

ment has traditionally been dominated  The Starbucks Far fewer US workers are membersof — union workers in the US say they are
by large, sector-specific unions suchas  union has ah'adeumnnﬂ]anm many other ma]ur “not interested at all” in joining one,
the United Auto Workers, the Service d ies, at12.9 per Gallup reported.

Employees International Unionand the  passionate to the OECD (in the UK, the figure is “[For] all of the outstandingly inspir-
Teamsters, which have maximisedtheir ~ popular support  about 23 per cent). The number has  ingStarbucks and Amazon and Chipotle
scale and reach to fight for better condi-  in Seattle; below  beensteadily decliningfor decades. workers, we have to be real,” Grumbach
tions for workers. ight: Elizabeth ‘Many union workinmanu-  says. “It’s not actually a major change in

Instead, the Starbucks employees Durandsaysthe  facturing or public sector roles such as
have taken a different approach —form-  Roastery, where  education and healthcare. But rising
ing smaller groups led by workersona  she isa shift inequality has reignited some private
store by store basis, in the hope thatit ~ supervisor, is sector workers’ interest in unions in
will build to a broader movement. The  Starbucks’ recent years, and workers’ rights came
strategy has attracted a younger, more  crown jewel into even sharper focus during the pan-

& Jorny Fiflefor he

politically engaged type of worker, and

has helped unions gain a foothold not

justin the coffee giant, but also in Ama-

zon, Chipotle and others following a
imil.

Labour leaders see the battle at the
Roastery as a test of whether these nas-
cent unions hold the key to reviving the
wider United States labour movement.

The Covid crisis and the labour short-
age that ensued gave many US workers
newfound leverage over their bosses,
allowing them to bargain for higher
wages and better working conditions.
But established unions have struggled
to capitalise on their surging popularity
and political goodwill since the start of
the pandemic.

Financal Times

demic. “In times when people are feel-

ing insecure about their jobs, about

their incomes, about what'’s going to

happen tothem atwork, that is the time
d

union concentration in the US. Whether
this is a lasting shift or some kind of
Covid-triggered blip remains to be
seen.”

Baristablues

The conditions were ripe last year for
Starbucks’ unionisation drive. The pan-
demic put the company “under signifi-
cantpressu.re schultz said in May.
ition and Covid

when [the] union tend to
resonate more strongly,” says attorney
Dan Altchek, who represents employers
in labour disputes for Saul Ewing Arn-
stein & Lehr.

The *hot labour summer’

The past 18 months have seen a surge of
union activity. The federal agency that
oversees worker representation in the
US, the National Labor Relations Board,
reported a 57 per cent increase in peti-
tions for union elections filed during the
first six months of fiscal vear 2021

restrictions propelled the company
toward mobile orders, a move baristas
say made their jobs almost impossible.
“It’s honestly one of the most difficult
jobs that I've ever had in the service
industry,” says Casey Moore, who works
at a café in Buffalo. Her store held a
union election in May, but the outcome
is still in dispute. “I've been a waitress
and a bartender and nothing compares
to the pace and the intensity of being a
Starbucks barista.”

Starbucks’ stores were “not setun” for

RS-
union member in the US, whom Grum- Y
bach describes as a middle-aged “white There S
guyinahardhat”. potentially

Starbucks Workers United’s TikTok al
videos showing a young, diverse group are
of workers on picketlineshavegarnered  hunger for
millions of views. Memes on their Twit- . .
ter feed compare Trump’s rejection of this ... it
the 2020 election results to Starbucks g
legal challenge of the union’s election may Shlﬁ:
victory at the Roastery and ask follow- U\ nion
erstospotthe difference. o

The group might also be more effec- StratEg]eS
tive at recruiting new members. The naﬁona]ly’

union’s expansion across the country
has been “remarkable”, Altchek says,
and they did it with little help from pro-
fessional labour organisers. The work-
ers who co-ordinate the Seattle-area
chapter of the union go café to café in
their spare time passing out union pam-
phletstofellowbaristas.

The real test of the influence of Star-

pp d itwith evidence that board
officials in Kansas City worked in con-
cert with union leaders to share infor-
mation about confidential mail-in bal-
lots. While the NLRB said it did not com-
menton open cases, theunion has called
theallegations “absurd”.

The US legal system arguably favours
corporations in such confrontations. A
series of conservative laws starting with
1947’s Taft-Hartley Act have given
employers more tools to fight unions,
and restricted the ways workers can
organise. While employers are legally
required to negotiate “in good faith”
with the union that represents their
workers, the penalties for breaking the
law are slight, and it is not uncommon
fy b inatall

for employer:
o ints of labour law violati
have been more aggressively pursued
by federal officials under the Biden
admm].?l:ratmn ‘The NLRB has filed 23
bucks, includi:
two in Seattle. The agency has only won
one of its cases thus far, when a court
ordered that seven workers in Memphis
who were fired after getting involved
with theunion be rehired.
Without more help from regulators,
the Starbucks union will have to find a
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The less traditional unions, by con-
trast, have grown rapidly. Since baristas
in Buffalo, New York, founded Star-
bucks Workers United last December,
some 233 other locations have followed
suit. Workers at Amazon, Chipotle, and
Trader Joe’s have all cited the union’s
speedy rollout as the inspiration behind
their own drives.

But none of the new Starbucks unions
have successfully completed what
labour scholars say is the most impor-
tant step on the path to unionisation:
negotiating a collective bargammg

the legally bindi
that unions rely upen toimprove mndl—
tions for itsmembers.

If one of these worker-led, grassroots
unions canachieve that, it could “be the
sparktoshow the national labour move-
ment about union strategy”, says Jake
Grumbach, a professor of political sci-
ence who also researches labour at the
University of Washington. “These are
big debates in the labour movement.
Should we be more ‘small d’ democratic’

All pages from Financial Times (A5|a) Monday, September 5, 2022

Workers have become bolder at tak-
ing action, too. Some 180 strikes were
held in the first half of this year, accord-
ing to Cornell University’s Labor Action
Tracker, a 76 per cent increase over the
same period in 2021

And despite the disruptions those
strikes caused, organised labour is more
popular with Americans than it has
been since at least 1965. In an August
poll, Gallup reported that 71 per cent of
the country say they approve of unions.
That is up from 64 per cent before the
pandemic. Activists have dubbed the
season “hot labour summer”.

The problem for the US labour move-
ment is that while workers’ attitudes
towards unions are improving, many
say they are not interested injoining one
themselves. Some 58 per cent of non-

the work-from-home era, when drink
orders are increasingly customised,
iced, and ordered for mobile pick up or
delivery, Schultzsaid.

Frustrated baristas in Seattle circu-
lated a photo of one order they say
encapsulates the trend; a customer had
mobile ordered a Mango Dragonfruit
Refresher with coconut milk, noice, and
added water, apple juice, and straw-
berry purée, plus pumps of hazelnut,
peppermint, toffee nut, and raspberry
syrups all to be blended together. Union
representatives say that orders like that
can put the barista behind on other
tasks by up to 15 minutes.

And the number of orders is rising.
starbucks’ US net sales rose 9 per cent
over the quarter ending July 3, and the
company’s earnings beat Wall Street’s
expectations. Employees, called “part-
ners” by the dered if they

‘ Support for trade unions in the US is resurgent ‘
% of respondents

should share in that success.

“m puttingin all of this work and this
is a multibillion-dollar company and
I'm just making it by. Why is that the
case?” Moore says. “I kind of realised
thatIcan do something about that. And
unionising was kind of the way that we
all saw that we could do that and build

Instead of working with one of the
major unions that tried for years to
organise fast food workers with mini-
mal success, the baristas founded their
own union, in collaboration with the

ber Workers United union.
The result is an organisation that is

ially younger and di
than the stereotypical working-class

and let the rank and file workers deter- M €0
minewhat the uniondoes or shouldit be A A pprove 70
run morein acentralised way?” AA?—N,% 50
At a time when the relationship 50
between employees and employers glo- H power forus.”
bally is under pressure from nsmgmﬂa 40
tionand nging worker —— AW =N a1,
what happens in Seattle may have wide Y U 20
Tepercussions. D
“There’s potentially a real hunger for 10
this and there’s a lot of opportunil T T T T T T T T T — 0 86,000
organise in unexpected places,” Grum- 1930 40 50 60 70 80 90 2000 10 20
bach adds, “so this may shift union
strategies nationally” Source: Gallup FT graphic
18 *
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bucks Worlkers United on the broader

labour movement will be if they can
bring the company to the bargaining
table, says Kate Andrias, a Columbia
Law School professor who studies
organised labour.

But the relationship has grown
increasingly hostile. The union has
accused Starbucks of illegally firing
union leaders and closing unionising
stores, and has filed hundreds of com-
plaints against it. The company alleges
federal labour officials have conspired
with the union to fix election results.

The atmosphere has poured cold
water on the unionisation drive; the
number of Starbucks stores filling for
new union elections each month has
steadily declined from a peak of 71in
March, to eightin August.

starbucks denies that it has acted ille-
gally. The company previously said that
the fired partners were letgo for reasons
other than their union work, and that
labour laws prevented it from including
union-represented workers in nation-
wide pay rises.

The coffee chain said last month that
a “career professional” at the NLRB had

way to motivate bosses to come to the
bargaining table, Andrias says. The
company recently hired a new chief
executive, Laxman Narasimhan, from
UK-based health product maker Reckitt
Benckiser. The union says they hope
that he will be more co-operative than
Schultz after he starts on October 1.

History does not suggest a speedy res-
olution, however; between 1999 and
2003, a majority of new unions had not
signed a collective bargaining agree-
ment one year after their election,
according to a study by Kate Bronfen-
brenner of Cornell University’s School of
Industrial and Labor Relations.

The difficulty of winning over
employers is one of the major reasons
the US labour movement has stagnated,
she says. “What we're seeing is the result
of that gap between what workers want
and what the legal regime in the United
States makes possible,” Andrias adds.
”‘The challenges can be overcome, and

that they will by
by Starbucks workers.”

Even if the union is never able to suc-
cessfully negotiate an employment con-
tract, some Starbucks workers say the
effort has been worth it to show the ine-
qualitiesinherent in low-wage work.

“There’sjustasortofassurednessthat
you have when you know you’re stand-
ing on the right side of history,” says
Sarah Pappin, who works at a Seattle
café just blocks from the chain’s original
location at Pike Place Market. “I'm
gonna keep fighting, no matter what
they throw at me until we get there.”

Additional reporting by Michela Tindera
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‘Without fear and without favour®

Ifthe west is to counter
Moscow’s influence, it must
offer something better

That China has made huge diplomatic,
commercial and strategic inroads in
Africais news tono one. That Russia has
done so barely without spending a rou-
ble is less known. Yet over the past dec-
ade, and at an accelerating pace, Mos-
cow has built a formidable presence in
many of the continent’s 54 countries. Its
influenceis overwhelmingly malign.
Russia’s stealth campaign began more
than a decade ago when it used ties,
forged during the Soviet era, to reacti-
vate relations. The Soviet Union is
fondly remembered in countries suchas
Angola, Mozambique and South Africa
for being on the right side of history
when politicians in the west were con-
demning liberation leaders, including

ft.com/opinion

Nelson Mandela, as terrorists.
Russia’s new offering is crude. Its

dipl is cut-price and i
‘yielding quick wins at little cost or polit-
ical capital. It provides weapons and
surveillance to savoury and unsavoury
regimes alike and access to companies
‘that know how to extract gold or gems
‘without too much scrutiny. Between
2017 and 2021, 44 per cent of the arms
sold to African states were Russian.

More recently, Russia’s activities have
grown murkier still. In the impover-
ished Central African Republic, merce-
naries from the Wagner Group, closely
tied to the Russian GRU intelligence
agency, struck a 2018 deal to protect the
president against militias threatening
the capital. Human rights groups have
accused Wagner of beating civilians,
summary executions and torture. Mos-
cow denies any links to Wagner. Still,
Russian companies have gained control
ofgold and diamond mines.

If CAR is a captured state, Mali is
heading that way too. In August 2020,
‘when generals overthrew an ineffective
civilian administration, demenstrators

Russia has made worrying inroads into Africa

appeared waving Russian flags and por-
traits of Vladimir Putin. Last month the
unloved French, who had in 2013 sent
troops at Bamako’s request to fight a
jihadist insurgency, were drummed out
of the country. Wagner has been con-
tracted to protect the junta and to keep
order. Reports of human rights abuses
arealreadyrife.

This picture, with variations, is
repeated in countries such as Libya and
Sudan. Even nominal western allies find
a useful counterweight in Moscow.
Uganda’s Yoweri Museveni, the presi-
dent who has held power for 36 years,
has cosied up to Russia. Duringa recent
visit by Russia’s foreign minister, Sergei
Lavrov, Museveni cooed that Russia had
been “with us for the last 100 years”.

African countries that embrace Mos-
«cow are playing with fire. Autocrats may
be happy for help in keeping tabs on
civil society and suppressing demon-
strations, but Moscow offers nothing
approaching a plausible development
model. China’s influence, for all its

detractors, has been more positive. Yet
there is a danger that Beijing will see its
own interests aligned with Moscow’s,
particularly when it comes to anti-
WeStern proj

Europe and the US must offer some-
thing better. That means supporting
open societies. It also means encourag-
ing the continent’s transformation by
promoting industrialisation and an
escape from the reliance on unproc-
essed commodities that is an impover-
ishinglegacy of colonialism.

Too often the west falls short. Its mili-
tary involvement in Libya helped
unseat a dictator but unleashed a mael-
strom in the Sahel. Labour-starved
Europe lacks a coherent migration pol-
icy. And western companies, particu-
larly in the extractive industries, too
often dole out bribes or despoil the envi-
ronment. The west must up its game. It
must desperately pay more attention to
acontinent that by 2050 will be home to
one in four of humankind. If it does not,
Russia and others will not be so reticent.

Technology

Japan's war on the floppy
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disc runs into trouble

Leo

5 £
Lewis ‘

N
eepisabasement nerd cave
in Tokyo’s Akihabara dis-
trict where affable staff
engage with obsessive cus-
tomers over old games, PCs

and vintage electronics. It is also, fol-
lowing last week’s declaration of hos-
tilities, a frontline in Japan’s new war

ducer has long stopped making them.
Though many other countries main-
tain resolutely archaic systems in the
face of more modern alternatives,
Japan’s are often interpreted as exem-
plifying a silly or sinister resistance
to change. However unfair that may
be, the continuing use of floppy disc
in Japan’s public sector has emerged
as the source of some spectacular
clerical mishaps in recent years, and
the truth is that it is undoubtedly
time tomove on.

But there are two serious problems
with Kono's populist attention-grab,

Subsidising education is not a zero sum game

Ryan Taylor’s letter about President Joe
Biden’s student loan forgiveness
programme makes many unfortunate
assumptions (Letters, August 30).

Taylor writes that he worked hard in
college and minimised his debt, and he
undoubtedly made many sacrifices to
achieve his current success. His work
ethic and character are admirable, and
he should be commended for it. At the
same time, he must acknowledge that
no one can ever take that away from
him, and no one is trying to.

Taylor complains that luxuriating
students who once took it easy are

now being “rewarded” for their
excess and irresponsibility. It is true.
There will be a few such cases. Any big
government programme will have
some measure of waste.

But the forgiveness programme
will help many desperately struggling
debtors — people like Wande Ogun,
who, as she tells the FT (Report,
August 30), has $60,000 in student
debt, no career, no money and
o prospects.

Letus set aside this notion that tax
dollars are being used either asa
“reward” or else as a “punishment,” as

if we were all selfish players in a zero-
sum game. It is strange that Taylor, a
Pell-grant recipient, should begrudge
that some of his own taxes may be used
to support struggling families who
don’t make very much money.

1 myself won't read every book
in the publiclibrary, but I recognise
that libraries are important to my
society, and 1 approve of taxes used
for programmes that may not benefit
me directly but could help many
needy people.
Nathaniel Norman
New York, NY, US

It’s the students who spurn
old Oxbridge stereotypes
stella Hughes (“Too little change in 50
'years of Cambridge co-ed colleges”,
Opinion, September 1) asserts that the
institutional culture of Cambridge
colleges is still “solidly male, upper
class and Anglican”.

Inote that her experience of
Cambridge was as a student in 1972, as
indeed was mine. But I can assure her
that her characterisation of Cambridge
in the 70s does not hold true today at
Lucy Cavendish College.

The culture of a Cambridge college is

onfloppy discs. and his specific decision to designate strongly shaped by the composition of
Head to the back corner of theshop,  thisawar onthe discs. its student body. At Lucy Cavendish

and for Y10,000 ($71) you can acqmre The first, by the ministry’s own our UK undergraduate intake is

an d box of 50 Mi dmission, is that this s actually R increasingly diverse as we become

Chemlcal PC-98 MF2HDs discs — onbad and a tortoise-p ‘broadly ive of UK society.

3.5-inch gold from an almost obsolete,  legislative approach to unbloclung Our graduate body is truly global.

discontinued age and, quite suddenly,  known bottlenecks. The civil servants ‘We deliberately have no chapel but

official enemies of the state.
The government’s declaration of
war on these slivers of digital antiquity

who continue to use antiquated tech
like floppies are not really protecting
the discs, but observance of the rules.

aim to support students of all faiths
and none. In our experience students
create their own vibrant ever-changing

‘Cambridge students parade to the
Senate House to collect their degrees

Cost of living crisis needs

Singapore hopes its gay
sex ruling avoids rancour
In “Activists dismiss Singapore gay sex
ban repeal” (Report, August 23) you
chose to focus on and even accentuate
divisions, rather than our efforts to
find common ground.

For example, the statement by the 22
LGBT+ groups you cited did not just
regret the continued illegality of same-
sex marriage.

It also welcomed the repeal of
Section 377A of the Singapore penal
code, which criminalises sex between
men, as a “historic milestone”.

Most Singaporeans now accept
LGBT+ people and believe that
decriminalising sex between men is the
right thing to do. But most also believe
marriage should be between a man and
awoman.

‘We are amending our constitution to
ensure same-sex marriage cannot
become legal through a court
challenge. 1t can only happen if one day

‘Workers are better off
tracing ‘lost’ pension pots
It is impossible not to empathise with
workers who, due to the pressures of
the cost of living crisis, are considering
pausing pensions contributions or
stopping them outright (FT Money,
August 13).

City AM, the free business-focused
newspaper for London, shared in May
that as many as one in 10 adults in the
UK planned to stop or reduce their
pension contributions, with that
number increasing to one in five for 18
to 34-year-olds.

For many across the UK, it is fair to
say that these are desperate times, but
Turge workers to think very carefully
before sacrificing their pensions with
desperate measures that could put
them in poverty in retirement.

Instead, while we await a long-term
solution from our government,
workers might consider pension
tracing to help them weather the crisis.
They should use the government’s
Pension Tracing Service to see what
they could be owed from previous jobs.
Altogether “lost” pots make up £15bn
of unclaimed pensions in Britain,
according to the Association of British
Insurers.

Workers who are eligible can also
continue to pay into their pension pots
while releasing some finances to help
them balance immediate costs,
meaning they will be able to continue
saving on tax while also ensuring they
have the finances in place for their
retirement.

National Pension Tracing Day, an
initiative we created, will take place on
Sunday October 30 this year. We
encourage everyone to use the extra
hour when clocks go back to track
down their “lost” pension pots.
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was issued by Taro Kono — a prime
ministerial hopeful with a talent for
stagecraft appointed digital minister
in last month’s cabinet reshuffle.
Though with more panache than oth-
ers, Kono is taking up a familiar politi-
calbaton: over the past couple of years

T'hey were the starting
point for the perception
that libraries of data can
be slipped into a pocket

the ruling Liberal Democratic party
has made a good (though unsuccess-
ful) show of accelerating the demise of

All pages from Financial Times (Asia), Monday, September 5, 2022

However i ity as they join and do not feel
frustrating this insistence may be at compelled by a governing

times (and it often is), it is arguably “resistant to change” to conform to a
one of Japan’s superpowers in a world 20th-century stereotype of what an

of crumbling rules. Kono must be Oxbridge college is like.

careful not to let pettifogging con- Dame Madeleine Atkins

formity be mocked, whenit could just
as easily be branded as bureaucratic
conscientiousnessand dependability.
But the far, far worse miscalculation
is toimply, with sloppy metaphor, that
floppy discs are a pernicious foe in
need of defeat. Political analogies of
war are justifiable when the chosen
enemy is some destructive societal ill
like child malnutrition or human traf-
ficking, not for a piece of gracefully
ageing tech that sits among the great-
est engineering masterpieces of the

in embarrassingly widespread use in
an otherwise cutti dge society —

age.
The 3.5-inch floppy disc— first com-

most prominently the fax machine
and carved “hanko” name seals.

Kono’s call for a “swift” end to reli-
ance on the floppy disc (a technology
first commercialised four decades ago
which can hold less data than is con-
sumed on a single iTunes song) came
with a sensible account of both the
problem and solution. The still exten-
sive use of 3.5-inch floppy discs in
Japan arises from regulations that
stipulate methods by which data can
legally be shared with officialdom.

The ministry’s research found 1,900
government procedures covered by
such rules, never updated to recognise
the existence of the internet. Update
those rules pronto, runs the Kono
casus belli, and the floppies will natu-
rally perish. The urgency arises from
Japan’s drive to establish a national
ID system, which in turn demands
huge data uploads from the public to
function.

Kono's eye-catching choice of both
target and vocabulary have drawn
inevitable gasps of incredulity that the
floppy fossils were still in use — espe-
cially as every major Japanese pro-

Monday 5 September 2022

ised by Japanese

and for decades the universal on-
screenicon for savingany piece of data
— was a global game-changer. Its size,
robustnessand ease of use was critical
to the evolution of laptop computing
and to computers’ colonisation of the
modern workplace. These little works
of art may have been made to look
Jurassic by the subsequent speed that
tech has evolved, but they were the
starting point for humankind’s now
casual perception that immense
libraries of data can be slipped into a
pocket. These were the giant shoul-
ders on which our 21st century lives
were built, not tax fraud, food waste or
other legitimate targets of figurative
political war.

In a press conference last Tuesday,
Kono asked rhetorically “where does
one even buy a floppy disc these
days?”. The answer, quite apart from
all the online stores where they can
still be found, is Beep: a defiant bunker
of appreciation for history just a few
train stops away from the floppy field
marshal’s war office.

leolewis@ft.com

President, Lucy Cavendish College
University of Cambridge, UK

Networks too have to
be more energy efficient

For hard-pressed energy customers,
every pound matters. The amount of
electricity lost in transit across the
networks is therefore especially
shocking (“Creaking infrastructure
adds to energy worries”, Report,
August 30).

From October, our think-tank
Sustainability First estimates
electricity losses will cost each
household in Britain around £100 a
‘year on average. With energy prices
‘where they are now, everyone needs to
‘be looking at how to improve their
energy efficiency — and that includes
the networks.

Our scrutiny of network plans
demonstrates that much more can be
done. The physics are real but not
“inevitable”.

Nor is ageing infrastructure the only

imagination not dogma

‘We face the national problem of a large
increase in energy costs (“Millions face
energy poverty as household bills set to
surge 80%”, Report, August 27) which
will impact most on poorest
households.

It seems hard to find sufficient
targeted financial support for
households to avoid an increase in
destitution and in excessive levels of
fuel-related hardship.

‘With the 80 per cent increase in the
energy price cap from £1,971 to £3,549,
which raised the cost of a standard
variable duel-fuel tariff for the average
household, households are faced with a
sharp increase in the cost of each unit
of energy used.

Industry consultants now forecast
energy bills could top £6,600 by the
spring, more than five times higher
than a year ago.

Inote that energy usage is highly, but
not perfectly, correlated with
household income.

Therefore a simple solution to our
problem would be to move to a sliding
price cap, where the price per unit of
energy used increases in usage. This
would also introduce a green angle to
the cost structure.

issue, as your article suggests. The ‘We also need to supplement the
start-point must be far better energy subsidy promptly for the
monitoring and analytics, and there are | poorest households who have higher
operational steps the companies can than median energy demands.
take, for example, to better balance ‘We face an increase in prices setin
loads across the network, which world markets that changes the
reduces losses. average costs, but also a distributional

But without a clear signal from shock; we should therefore employ two
Ofgem that this is important, we are tools. Should these interventions imply
concerned these initiatives won't be a greater structural fiscal deficit than
given the focus they deserve. otherwise, we can then seek to raise

In the past Ofgem incentivised the taxes over time.
networks to better manage losses, but More imagination and less dogma
‘this element of regulation is being. will help solve the cost of living crisis.
dropped just when it is most needed. Jagjit S Chadha
Maxine Frerk Director, National Institute of Economic
Associate, Sustainability First and Social Rese
London SW1, UK London SW1, UK
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parliament legislates to allow it.

The current ruling party has said it
will not do this, but neither will it tie
the hands of future parliaments. Surely
that is how parliamentary democracy
should work?

Section 377A is indeed a “colonial-
era law” imposed by Britain — first in
India in 1837, and later all over its
empire, including Singapore.

Similar laws persist in the majority of

Itis very difficult not to worry about
the short term right now. Making long-
term financial worries seem less
important by comparison. But I
implore workers to consider pension
tracing as a way to keep an eye on both
at the same time.

Steve Butler
Chief Executive, Punter Southall Aspire
London We2, UK

countries in the Commonwealth, and Central bankers reveal
LGBT+ rights remain divisive issues in ’ .
many societies, including in Britain. truth of PO])CS ISR

The Church of England, for example, = We are told that the central bankers
is deeply divided over same-sex who recently met at Jackson Hole,
marriage. having been stung by criticism that

Last month, in an address to more they underestimated the inflationary
than 650 bishops attending the once-a- | pressures that were building towards
decade Lambeth conference, Justin the end of last year and earlier this
‘Welby, the Archbishop of Canterbury, year, are now determined to

that gay sex is a sin. aggressively tighten policy “even as

Meanwhile Anglican churchesinthe | their economies slide into recession”
global south reject homosexuality. (“Why chest-beating central bankers

‘Yet some Anglican churches in the have me worried”, Letters, August 30).
‘west conduct same-sex marriages. If They thus demonstrate the truth of
such divisions can occur within the Alexander Pope’s maxim: “Tis all in
same religious communion, imagine wvain to keep a constant pother/About
the differences that could exist in one vice and fall into another.”
multiracial Singapore, one of the most David Crook
religiously diverse nations in the world. | London W2, UK

The government is seeking a political
accommodation that balances different | Naked strol]ing in VR
legitimate views and aspirations. i,

We hope to keep society together, not headsets isn't for everyone
tear ourselves apart in righteous fury. Thanks for the Big Read article by
TK Lim Camilla Hodgson and Siddharth
High ¢ of Singap ishnan (August 30)
London SW1, UK explaining new uses of blockchain

. technology to improve our planet’s
My dachshund is happy to | ecosystem and for explaining how
< eople can cut their carbon footprint
misread the Lex note Ey I)lzlymg new virtual, rather ﬂ?;ul real,
After hearing that Lex (“Chewy/pet clothes in the metaverse.
food: dog daze”, September 1) stated I'm expecting any day to see naked

that “companion animals need to eat as
much as their owners do” my
dachshund is delightedly hoping for an
expanded diet.

Penny Ruzicka

Chipping Sedbury, Bristol, UK

strollers wearing VR headsets on our
city streets, although I'm not sure that
wversion of the emperor’s new clothes
will appeal to all.

Ian F Greatorex

Salford, Lancashire, UK

Opinion

BRITAIN

esperate times call for des-
perate measures. The UK
has rightly supported
Ukraine’s cause in its war
with Vladimir Putin’s Rus-
sia. Today’s soaring gas prices are as
much a weapon in Putin’s fight as mis-
siles directed at Ukraine and, like them,
they will kill. It would be a crime and a
folly to let the domestic costs of the war
fall disproportionately on the least well
off. Solidarity in sharing these burdens
is obligatory. So, too, is willingness to
shed shibboleths. In wartime, markets
are not sacrosanct. Price controls, even
rationing, mustbe on the table.

The price of natural gas is nearly 5
times what it was a year ago. The result
is a distributional shock, a terms of
trade shock (since the UK is a big net

The UK energy crisis is a burden of war

importer of gas), an overall price shock,
with inflation likely to hit 20 per cent,
and a contractionary shock to gross
domestic product.

The distributional shock is the most
important. According to ING, even with
the measures already taken by the gov-
ernment, the cost of energy could rise
from 12 per cent of household disposa-
ble income for the lowest decile in 2021
to 41 per cent between October 2022
and September 2023. Even at the sixth
decile it could go from 4 to 14 per cent of
disposable income. This would be a
massive (and massively unequal)
squeeze on people’s real incomes.
According to the Resolution Founda-
tion, the UK is set to experience thelarg-
est two-year decline in median non-
pensioner real disposable income after
housing costs in 100 years.

It is evident thatlosses to less well off
households on this scale would be mor-
ally and politically unbearable. So, too,
would be the costs to businesses and the
likely reductions in spending and gross
domestic product. Something has to be
done and it has to be massive, given the
scale of this shock. Sowhatshoulditbe?

There exists a standard, profession-
ally approved package. It is, as IMF staff
have recently repeated, to allow price
signals to operate freely and target the
vulnerable. That approach would surely
be better than the regressive tax cuts
discussed in the Tory leadership con-
test. But this is one of th ituations in

very difficult to target the help in ways
that allow for differences in household
circumstances. None of this would mat-
ter all that much if the price rises were
smaller. But these ones are too large.
The country cannot permit many mil-
lions to do without the energy they
need ially in winter.

‘which a difference of degree is a differ-
ence inkind. A risein prices that is man-

T'he government will need
to fund the envisaged
subsidies and targeted

assistance to the vulnerable

ageable by most of the populationis one
thing. A rise in prices that imposes such
‘big costs on almost everyone, while giv-
ing huge windfalls to a few producers, is
somethingelse altogether.

These price rises are unnecessarily
and unsustainably large. It is also hard
‘to target assistance, without creating a
cliff edge between those who are helped
and those who are not. Not least, it is

So, what is to be done? Torsten Bell
hasargued in the FT that we need to cap
energy prices at below the current mar-
ket rates. I agree. Indeed, we need to do
this, while also simultaneously targeting
assistance at the most vulnerable, since
itis certainly sensible, in terms of incen-
tives and limiting the fiscal costs, to
allow a significant, albeit constrained,
Tise in prices. The UK has the substan-
tial advantage that it is not overwhelm-
ingly dependent on foreign sources of
gas. Onthe contrary, almost half of total
supply comes from the UK continental
shelf. Furthermore, only 44 per cent of
electricity is generated by gas, with
another 43 per cent coming from “zero-
carbon” sources (nuclear and renewa-
bles).

So, while imported gas is a big tail,
there is no reason at all why it should

‘wag the energy dog. As an emergency
measure, the government can and
should impose price controls on domes-
tic gas producers and generators of
nuclear and renewable electricity.
These prices should be substantially
higher than prewar, but not at today’s
“Putin levels”. The government should
also subsidise the price of gas imports to
these controlled levels. These controls
(and subsidies) should end when prices
of imports fall back, as they surely will.

The government will also need to
fund the envisaged subsidies and tar-
geted assistance to the vulnerable.
Again, as in wartime, this should be
done through additional borrowingand
taxes on the well off justified as a special
and temporary “solidarity levy”. This
‘will not go down well with many mem-
bers of the Conservative party. Yet the
new prime minister needs to remember
that this electorate need never again be
their concern. The nation as a whole
definitely is. This is war. The govern-
ment must act. Tinkering is not enough.
Gobig. Bebold.

martin.wolf@ft.com

A deglobalising
world will be an
inflationary one

BUSINESS

Rana
Foroohar

or the last few decades, glo-
balisation and disinflation
have gone hand in hand. As
multinati i

itics. More than three decades of falling
real interest rates have resulted in

and asset bub-
bles; we desperately need some price
discovery in markets.

All this said, thereis nogetting around
the fact that a deglobalising world will
also be a more inflationary one, at least
in the short term. This will present a
major challenge for both the US econ-
omy and the wider world.

As Credit Suisse analyst Zoltan Pozsar

ld clients in a recent note, “war means

far beyond the confines of
individual nation states, they were able
to use technology, outsourcing and

industry”, be it hot war or economic
war, and growing industry means infla-
tion. This is the exact opposite of the

Matt Kenyon

The coreidea is that if rate hikes lead
‘o recession, tax receij andin

Tequires increased taxes or reduced

s

lieu of spending cuts to the big stuff —
such as entitlements and defence —ora

The first option relies on
Democrats controlling Congress; it’s
unclear how long they will, as Novem-

‘worth of gas from Russia. What happens
if that stops flowing entirely this winter?
‘Wemay beabouttosee.

There are important caveats to this

Now is not the
time to water
down financial
regulation

Ann
Pettifor

he furore over Vladimir

Putin’s closure of the

already well-maintained

Nord Stream 1 pipeline for

further maintenance added
to panic about rising energy prices. Yet
the German benchmark power price
halved in a week, revealing the real
dynamic.

Despite Putin’s chest-thumping,
wholesale providers of oil — autocratic
leaders and chief executives of oil
majors — lack the power to fix the price
of their products.

This has not prevented widespread
condemnation of oil majors in the cur-
rent crisis. But such criticism is misdi-
rected. Given global capital mobility
and the nature of deregulated and finan-
cialised commodity markets, nationali-
sation of commodity preducers and
windfall taxes would not lower prices.
Instead increased regulation of global
markets is needed. But this week the
British parliament proposes doing the
very opposite — deregulating markets
and worsening the cost of living crisis.

Real power over commodity prices
lies in the “paper markets” — not with
wholesalers. Wall Street and Chicago
Mercantile Exchange investors deploy
wvast sums in speculation on movements
in the price of both food and energy
prices. It’s a profitable game. Net reve-
nues at Wall Street banks rocketed in
thefirst half of 2022.

Wheat futures prices traded in Chi-
cago jumped more than 50 per cent in
March, to as high as $13.40 a bushel one
Friday. At the same time the share of
non-commercial speculators holding

The proposals will foment
global market volatility by
weakening the BoE's
financial stability mandate
long positions in hard wheat and corn
rose sharply to 50 per cent. And as

Lighthouse Reports revealed in April
2022, investors pumped $1.2bn into two

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F05&ts=20220904192055&uq=20220804103507
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‘economies of scale to drive down prices.
Cheap labour, cheap capital and cheap
commodities kept them down.

Now war in Ukraine has putanend to
cheap Russian gas. The global push
towards carbon neutrality will ulti-
mately add a permanent tax on fossil
fuel usage. Decoupling between the US
and China means an end to “efficient”
(aka cheap) but fragile supply chains.
The end of quantitative easing and the
Federal Reserve’s raterises are puttinga
cap on easy money.

Aspects of this new reality are wel-
come. Counting on autocratic govern-
ments for crucial supplies was never a
great idea. Expecting countries with
wildly different political economies to
abide by a single trade regime was naive.

Polluting the planet to produce and
transport low-margin goods around the
world doesn’t make as much sense when
you tally in the true mst of labaur and

energy, nottomenti P

paradigm we've experienced tor the last
half century, during which “China got
very rich making cheap stuff . . . Russia
gotveryrichselling cheap gas to Europe,
and Germany got very rich selling
expensive stuff produced with cheap
gas.” The US, meanwhile, “got very rich
by doing QE. But the licence for QE
came from the Jowflation’ regime ena-
bled by cheap exports comingfrom Rus-
siaand China.”

All this is now changing. And that
means even hawkish central bankers
may not be able to control the inflation-
ary environment. That's a topicthat was
front and centre at the central bankers’
Jackson Hole conference recently, when
economists Francesco Bianchi of johns
Hopkins University and Leonardo Mel-
osi from the Chicago Fed released an
important paper questioning how much
monetary policy can do to bring down
inflation if the fiscal position of the
country isdeteriorating.

All pages from Financial Times (Asia), Monday, September 5, 2022

detault on Treasury bills, you get Tising
debt. When the debt picture deterio-
rates significantly, it gets harder and
harder for monetary policy alone to
curb inflation, so you get a snowball
effect. The upshot? Unless monetary
policy is accompanied by a more stable
fiscal situation, rising inflation, eco-
nomic stagnation and increasing debt
willbe the result.

Central bankers have been beggmg

ber midterms loom. The second option
is unlikely, given the fiscal investments
inherent in a deglobalising, decarbonis-
ingworld.

Consider, for example, the cost of
more secure supply chains. The US has
just passed an act giving chipmakers
$52bn in subsidies. Germany is spend-
ing $100bn on modernising its armed
forces. The west is likely to spend
$750bn rebuilding Ukraine, and the G7

fboth stripes

their monetary efforts with appropriate
fiscal policy for years. Now, the rubberis
hitting the road. When interest rates
rise, you ideally want less debt. That

recently d plans to pump
$600bn into infrastructure to counter
China’s own massive Belt and Road Initi-
ative. All that is, in the short term at
least, inflationary.

Then there are the challenges of
ensuring production. “Inventory for
supply chains is what liquidity is for
banks,” says Pozsar, and “in the context
of supply chains, leverage means exces-
sive operating leverage.” He notes, for
example, that some $2tn of Germanval-
ue-added production relies on $20bn

story. Productive spending on things
like infrastructure, high value goods
and services and the transition to clean
energy may be inflationary in the short
term but ultimately bolsters a country’s
fiscal position by fuelling longer-term
growth. Indeed, these types of “produc-
tive bubbles” —in which the public sec-
tor provides incentives for investment
into crucial technologies and new mar-
kets — enable periods of widely shared,
sustainable growth.

The question is how much of today’s
spending will be productive, and
‘whether governments will have the abil-
ity to cut what is not. Either way, in the
near term, the end of the neoliberal glo-
‘"balisation era will be a tailwind to higher
trend inflation. Justlike deglobalisation
itself, that represents a massive eco-
nomic shift, which will herald all sorts of
unexpected consequences.

rana.foroohar@ft.com

Kwasi
Kwarteng

e face extraordinary

challenges in the after-

math of Covid and

Vladimir Putin’s brutal

assault on Ukraine.

Families and businesses are feeling the

impact across the United Kingdom and

the world. In response, we have to be

bold. That is what Liz Truss will be if

elected as leader of the Conservative
party and prime minister of the UK.

The government she would lead will

for the enduring health and wealth of
our economy and country. The work
must be done now to make us more
resilient to crises like this in the future,
and to boost growth rates which will
improve living standards for everyone.

As prime minister, Liz will take
immediate action if elected that will
help people with the challenges we face
in the coming months, and lay the
groundwork for the change we need in
the long term. This means cutting taxes,
putting money back into people’s pock-
ets and unshackling our businesses
from burdensome taxes and unsuitable
regulations.

Given the severity of the crisis we face,
there will need to be some fiscal loosen-
ing to help people through the winter.

have two urgent responsibilities. First,
to help people with the severe price
shocks that the twin issues of the pan-
demic and Putin’s war have brought
about. We know households are wor-
ried, and decisive action is needed to get
families and businesses through this
winter and the next.

Second, the new administration will
looklonger term and take responsibility

That is absolutely theright thing to doin
these exceptionally difficult times.

The UK’s ratio of debt to gross domes-
tic product is lower than any other G7
country except Germany, so we do not
need excessive fiscal tightening. The
OECD has said that the current govern-
ment policy is contractionary, which
will only send us into a negative spiral
when the aim should be to do the oppo-

site. But I want to provide reassurance
thatthis will be done in afiscally respon-
sible way. Liz is committed to a lean
state and, as the immediate shock sub-
sides, we will work to reduce the debt-
‘to-GDP ratio over time.

‘Wealsoremain fully committed to the
independence of the Bank of England
and the important job they have in the
months ahead to bring down inflation.
We believe co-ordination across mone-

tary policy and fiscal policy is crucial.

Economic growth is the key to sound
public finances and a strong economy.
Liz is clear that we must be unasham-
edly pro-growth. That is why we will
create the conditions for business
investment and innovation to flourish,
which in turn will provide jobs and
‘wealth to all of our citizens, and reduce

A Truss government would be unashamedly pro-growth

our debt-to-GDP ratio in the long term.

If we want sustainable public services
and a better, more prosperous future for
our children, economic growth is key. It
creates the tax revenues that a govern-
ment relies on to support its people.
‘Without doing anything about our
growth rate, our resources will only be
stretched thinner and thinner.

‘We do not have to appease the voices
of decline. The same old economic man-
agerialism has left us with a stagnating
economy and anaemic growth, with
labour productivity growing at just 0.4
per cent a year since the financial crisis.
Taxes are now at their highest in 70
years. This toxic combination needs to
be urgently addressed.

‘We need to be decisive and do things
differently. That is what Liz plans.
Instead of managing one short-term
shock after another, ducking or delay-
ingthe difficult reforms needed for last-
ing economic growth, as prime minister
she will take bold action to change
things forgood.

That means focusing on how we
unlock investment and growth, rather
than how we tax and spend. It is about

growing the size of the UK economy, not
burying our heads in a redistributive
fight over whatisleft.
i histhe keyto deli

ing for the British people and unlocking
opportunity across the country. And it
will be Liz’s top priority. She will make it
her aim to get us to 2.5 per cent trend
growth, which will deliver higher wages,
more vibrant high streets and exciting
opportunities here in the UK for our

major agricultural exchange traded
funds, compared with just $197mn for
thewhole of 2021

Prices for food, il and gas are deter-
mined ind dently of both wholesal-
ersand costs. And despite standard eco-
nomic theory, they are fixed independ-
ently of the supply and demand for oil —
as the recent fall in German prices
amply demonstrates.

The paper market has inflicted real
losses on oil exporters and the oil and
gas majors. Both suffered tremendous
losses in 2014, 2015, and 2020. In 2020
the five integrated supermajors — Exx-
onMobil, BP, Shell, Chevron, and Total
— lost $76bn. 0il prices plunged into
negative territory in 2020. Saudi Ara-
bian energy minister Prince Abdulaziz
bin Salman had it right: “the paper and
physical markets have become increas-
ingly disconnected”.

Rocketing inflation and the rising
burden of both food and energy prices
have led to global economic and politi-
cal chaos — especially in low-income
countries. We can trace the problem
back to Clinton-era deregulation that
allowed new players and new deriva-
tives to overwhelm the price stability
and discovery functions. The 2008
financial crisis, which forced millions
into economic hardship and poverty,
can be laid at the door of those anarchic
markets.

To deal with the crisis, the EU passed
the Mifid 2 regulations and mandated
limits on positions. Today’s chaos is
largely a result of watering down those
regulations. Global commodity markets
are broken, no longer working for those
who actually need them — the food and
energy producers and consumers.

The 'UK government’s proposals in the

children and dchildren. And ulti- ial Services and Markets bill,
mately, h]ghermrevenues which returns to the House of Commons
1t is the only i on Wednesday, will fomentglobal mar—

‘way to get the kind of tax base necessary
to fund our public services, including
the NHS in thelongrun.

Forecasts are not destiny. The coming
months will be difficult, there is no
question. But a Truss government has
the right plan to guide our country
through the storm, and boost our pros-
pects in the long term, in a responsible
‘way. She will reject the failed consensus
and deliver opportunity, prosperity and
hope for the future to put the UK’s best.
daysahead of us.

The writer is UK busir y

ket volatility by
stability mandate of the Bank of Eng-
land. The bill proposes to give the Pru-
dential Regulation Authority and
Financial Conduct Authority roles as
cheerleaders of volatile global markets,
by adding secondary objectives for “eco-
nomicgrowth and competitiveness”.

Rather than stabilising price volatil-
ity, the government will use this
moment of market turmoil to exacer-
bate thecrisis.

The writer is dlrecwr of Policy Research in
Macr
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“You can’t buy integrity,
but you can swipe the idea’ e
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IWEISI‘[IOOQ.(I at Swimply/pools:
for expressing making a splash

milk at
Goldman Sachs’

Pilita Clark
Business Life

omen have been
accusing investment
banks of sexual
discrimination and
harassment for years.
Almost none have done anything quite
like Jamie Fiore Higgins. Last week,
Higgins published Bully Market, a 320-
page account of her 17 years at Wall
Street powerhouse, Goldman Sachs,
where she had a coveted managing
director job until she quit in 2016.

Here's a taste of what she says
happened to her in that time:

She passed out at work, having gone
back earlier than her doctor advised
after a miscarriage because a manager
said the office was short staffed and
when his wife had a miscarriage “she
was fine after a few days”.

She felt as if she would pass out after
confronting a subordinate having an
affair with a client who wrapped his
hand under her jaw, pinned her against
a wall and screamed, “If I could, T'd rip
your fucking face off.”

She sat near a man who asked his

Etm A A GG s

pumping milk instead of working.
‘When she went ahead anyway after
having another baby, male colleagues

disagreed with Higgins’s
characterisation of its culture and her
“anonymised allegations”. “Had Ms

moaned “Moooo” and pretended to Higgins raised these allegations with
squeeze their breasts as she headed to our Human Resources department at
the lactation centre. One day she got the time we would have investigated
back to find a toy cow on her desk. ‘them thoroughly and addressed them
Higgins does not spare herself. seriously,” the bank said. “We have a
Coming from a modest back ! policy for
she says she was seduced by the bank’s | discrimination or retaliation against
lavish bonuses and kept her mouth employees reporting misconduct.”
shut to get ahead. she finally quit when The question is, five years after the
her career started tanking after she #MeToo movement took off, has this
ined about a coll who ‘behaviour endured?
went unpunished after he drunkenly “Ithink probably it’s not as bad as it
hurled racial epithets at a karaoke bar once was,” says Higgins, who was being
worker on a night out with clients. driven from her New Jersey home to
I found my eyes popping as Itead the | Manhattan for a round of TV network
book, despite an author’s note at the interviews when we spoke last week.

start warning that some names are
changed, the dialogue is not verbatim
and several Goldman people are
“composite characters”™.

Goldman said last week it strongly

66 I've gotten so many
messages from people

she is confident the physical assault
she suffered would no longer be
tolerated, though she says the man
‘who assaulted her is still working in
financial markets in New York.

‘And since her book started being
publicised, she has had “probably over
100 messages from women with

e e Eakee T

Kenneth Andersson

disclosure agreements. “I've gotten so
any messages on my various social
accounts from people saying, ‘Oh my
gosh, this is my book, I can’t write it
because of my NDA™"

Higgins thought of suing but after a
lawyer explained the risks, she instead
drew up a “spreadsheet of freedom” to
calculate the moment she would have
enough financial security to quit.

she started writing classes after she
left, and got a writing coach to help
shape what has become Bully Market.

Now 46, she is also an executive
coach with a couple of dozen clients.
She has a lot to say, starting with the
advice she offers at the end of her book
to any powerful organisation.

Three ideas stand out: Make HR
independent. Ensure principles and
ideals drawn up in the executive office
permeate all ranks. And don’t pay or
promote managers just because of
their financial contribution. Instead,
hold them accountable for their
character and the culture of their
teams. Otherwise, every\me m the firm
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US cities with most amount of swimming pools

% of properties
with pools

Sacrarrgrm

14%

Los Angeles )
19%
Phoenix

33%
Source: LendingTree.com

Buffalo
8.3%

\Miami
31%

Growth in new pool construction in the US
000

2000 05 10
‘Source: Hayward Holdings

It has been a long and hot summer in
the US. As huge swaths of the country
swelfer under the unrelenting
heatwave, fowns and cities have
struggled to keep a summer staple
'open: public swimming pools.

A national lifeguard shortage has left
many pools and beaches across the
‘country understaffed. In New York City,
public pools have limited hours and cut
«capacity. In Boston, some pools did not
open at all. A third of pools in the US
have been affected by staff shortages,
according to the American Lifeguard
Association.

To beat the heat, some are turning to
their neighbour’s backyard pool. Enfer
Swimply. Dubbed the Airbnb of pools,
the four-year old start-up lefs private
homeowners rent out their swimming
holes by the hour.

Rates can run anywhere from $20 to
4200, although most tend to fall in the
$40-560 an hour range. Swimply takes
a cut from each transaction: 15 per cent
from hosts and 10 per cent from
swimmers.

The company started before the
Dandem\c w\ﬂl fnul Dcols in New

year. People were looking for a safe way
1o socialise oufdoors with friends affer
months of lockdown. For pool owners, it
Was a way 10 pick up extra cash. Supply
also received a boost from the pool
construction boom during Covid. In the
US, 117,000 residential in-ground pools
were constructed in 2021, the most in
more than a decade.

Swimply now has more than 25,000
listings available across the US, Canada
and Australia. It is on frack fo double
bookings to 200,000 this year.

It is still a minnow compared with
Alrbnb, which reported 300.6mn nights
and experiences booked on its website
last year.

But renting out pools to strangers
may not be for everyone. There are
safety, liability issues and unhappy
neighbours fo consider. That could
make Swimply a target for regulators
and local authorities. It also faces
competition.

Peerspace and Swimmy are among
those looking for a piece of the pool
rental pie. Resortpass lefs users buy
day passes fo hotel pools. Many private
gyms, now reopened, also have pools.

https://digital.olivesoftware.com/olive/od n/ftasia/printpages.aspx?doc=FTA%2F2022%2F09%2F05&ts=202209041 92055&uq=20220804103507
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female analysts on Excel. saying, ‘Oh my gosh, this is
She stopped using the bank’s lactation > Fyn

rooms after a boss said she would never mybOOk’[mtwrl,telt

'make managing director if she was because of my NDA’ 99
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in the banking industry, or recently left,
or are in private equity, law, medicine
and other male-dominated fields.
Aot stay quiet because of non-
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something about themselves they during the public health crisis. Bookings | of the sharing economy. But it has its

never expected to see. on its platform grew from just 800 in work cut out to prove if is not a splash
the early days of 2019 10 100,000 last in the pan.

pilita.clark@ft.com
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ACROSS
1See 10
10, 11¥’s fo be expected from spies and
hoped for from shop assistants (712)
1 DJ broadcast mobile phone
connection (7)
12 Even ditch, | hear, is more slippery

(O]

13 Earliest print of hospital 45 minutes
after busiest fime (4,4)

15 Thrill in the midst of Sussex hilltop —
at a price! (10}

16, 18 Band fell fales; isn’t that the
manager’s job? (4,4)

20Breaking up movement that
supports Delaware’s adoption of
£40% limit (10}

22 Enraptured by adviser, he starts
raving

24Get fo the botfom of what’s in
Anusol very quickly (5)

26Name the former Mrs Trump, keeper
of Republican peace (7

27 Worship of false god, perhaps, one
starts to sense

28 Treble lattes ordered for work area
as)

DOWN

2 Wayward neighbours beg to be
relieved of support (7)

3 In every respect, medical field one
can be sure of (8)

4Fun to be had in Clarksville (4)

5 Donna lost heart with guitar-playing
at ceremony (10)

& Heading going the opposite way
now (5)

7 Summary record of one great work

@
8 Practice no end but furn ouf fo be a
liability (8-5)
9 A merger with Dryden criminally
manipulated in-house result (13)
14 What's material fo the Irish — or not?
(10}

17 Spad and senorita leave nest behind
for risky migration (8)

19 Bounder perpetually given
|permission o stick around (7)

21 Shakespeare suffering; he's got what
lago had! (3.4)

23See 25

125, 23Magazine fo go halves on
holiday villa (9)
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Incredible CEOs confirmed for 2022:

Renee Morin
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Helen Dickenson
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CEO
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