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Ben & Jerry’s row is a lessonin corporate ethics

BIG READ, PAGE 15

Russia visit
UAE reaches
out to Putin

Vladimir Putin, right, greets sheikh
Mohamed bin Zayed al-Nahyan, presi-
dent of the United Arab Emirates, in
Saint Petersburg yesterday.

The Russian president said the UAE
could play a *significant” role in efforts
to reach a resolution in his war with
Ukraine, The Gulf nation’s ruler, known
a5 M, said he and Putin had aEu.:n'lun

T
to reduce tensions and arrive at a diplo-
matic solution”.

Thee visit comes amid a sudden escala-
tion in the near eight-menth invasion as
Russiacarried uulauemd davofmis-

strikes on

The UAE, aswdhss:md[nnbhand
Turkey, which helpad broker a prisoner
exlchangelas'r; monm.haye put them-
betwumthewan;mpaﬂies
©ll and Russla reports page 2
Martin Wolf paga 17

INTERNATIONAL NEWSPAPER OF THE YEAR

MARTIN WOLF, PAGE 17
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Kishida stands by Bank of Japan’s
ultra-loose policy despite yen plunge

@ Premier firm on need for wage rises @ Plan to help business with costs @ Comments dent currency

ROULA KHALAF, MATTHEW GARRAHAN,
KAMA INAGAK] AND LED LEWIS — TOKYD

Fumio Kishidal Tedhi
for the Bank of Japan's ultra Joose mon-
etary policy despite the yen's plunge to
its lowest level in real terms since the
19708,

1n an interview with the Financial
Times, the Japanese prime minister said
the central bank needed to maintain its
policy until wages rose and urged com-
panies that did increase prices to raise

referring to Kuroda's 10-year temure,
which will end next spring. “1 will look
ahnﬁ to the expected coonomic condi-
next year in my delibera-

ing the right person for

In a sign of how starkly Japan's chal-
lenges contrast with those of other lead-
ing economles, which are wrestling to
protect citizens from ronaway inflation,
Kishida said his country needed wage

The government will prepare meas-
ures to help companies raise salaries
«even as they pass on increasing input
«osts, Kishida said. Hi

ASIA

Six moves to help fix the global economy

Briefing

» Weak sterling hinders
British law firms’ US hiring
The currency’s woes have
compounded UK firms’ lack of
competitiveness as they struggle
to atiract and retain staff in the
most profitable market.— pace &

» Paris to breal fuel strile
The French government has said
it will force some strikers to
resume work as a stand-off over
wages escalates and shortages
spread.— PAGE &) LEX, PAGE 18

» Biden plan hits gig groups
The White House has proposed

& rule making it more likely that
gig workers will be classified as
employees instead of contractors,
‘hitting the sector’s shares.— pace &

» Poland upbeat on EU cash
Finance minister Magdalena

has zaid negotiators
have made simificant progress in
talls with Brussels on unblocking
EU recovery funds.— pace &

» Flexjet plans Spac take off
The leading rival to Warren

Bulfett-backed Netjets has said it
will go public in deal led by Todd
Eoehly, who owns Chelsea FC and
the Los Angeles Dodgers.— Pace &

Datawatch

amid rising public concern about cost of
Tiving increases and a shn:p Tall in the
prime minister's pop

The yen edged duwn as much as
0.1 per cent against the doflar to ¥145.83
in the wake of Kishida's comments,
close to a low of ¥145.90 touched last

T than

pay as well. Kishida sald he would

tinue to “work closely” mlll Hamhﬂm

Kuroda, ruli

end the Bo] gcvvmnr\: term prema-

turely or apply political pressure to end
rates.

“atthe moment, 1 am not thinking of
shortening his term,” Kishida said,

‘By passing on rising prices,
we hope business will have
latitude to raise wages’

Fumin Kishida

assing on rising prices, we hup:
hu,siwesses will have some latitude to
raise wages,” Kishida said. “in the past,
wage hikes were viewed as a cost factor,
but going forward, companies need to

‘The Boj's stance, which has helped japan | d et I Pay guif
push the yen toa 24-year low against the dEx h 1 CED- ks ratio
dollar, will be offsct by government bﬂ]cnﬂxyandfwdpmuﬁlﬂhﬂd]m: 00
to combat infl and i 1ruu at 3per cent since
exploit thewaak b 7 there h from 300
The prime minister’s fol- high
Towed a volatile period for the ven and Compames.mpamculanhesmaler 200
lation that after almost that employ 70 per cent of 100

adecade-olﬁmaveﬂngmmmmumm
its ultra-logse policy, global turmaoil
mmight finally force the BoJ to blink,
shortly before Kishida spoke to the
FT, the yen fell to ¥145.60 against the
dollar and to within ¥0.30 of the level at
which the Japanese authorities inter-
wvened last month. such efforts to

inwvest inpeople for the econonmy and

the workforce, have struggled to trans-
{er higher costs to consumers, resulting
in pressures on profits that have made it
harder for them to raiss wages.

“Is hard to put a figare on what level
ofinflation is iate,” Kishida said.
“But [ strongly feel that we would not be

strengthen the yen, which have cost  or protect people’s livelihoods without
$20bn, will have little effect while the  seeing a hike in wages that is commen-
interest rate diff | between ] surate with price rissa”

and the US widens, analysts warned. Kishida prepares Japan page 3

Tha poy packages of top sancutives st
tha biggest LIS campanies hava grewn lar
faster than the stock mariet and the pay
of workers. Last year, the ratio of chied
‘executive pay to that of a typicsl worker
was 396-to-1. Back in 1945, it wes 20-b0-1

Amazon takes second shot
at Prime Day to boost sales

Analysis - PAGES

Bank of Englalid intervenes again as
pension groups urge extended action

ADAM SAMSON, HARRIET AGHEW AND
JOSEPHINE CUMBO — LOKDON

The Bank of England has staged its sec-

ond emergency intervention in as

the market, the yicld on the standard
s0-year government bond yesterday
rose 15 much a8 014 percentage points
0 4.83 per cent — its highest since the
EoE y interventions in

many days, as financial i i
step up calls for the central bank te

e et &
shereup the British penshon system.

The BoE widened its £65bn gilts pur-
chasing o include infla-

tion-linked bonds for the first time in its
latest to stem “fire sales” by
pension funds that have created a

Lol sal stability”

day’s move initially Im]ped

sLead}' gt malketsma day when the
hevist the UK s

the gilt market last month.
The pension mdu.sm' has called on
Ihe l!uE tu extmd they

The BoE, which said it was d
to buy up to £5bm a day in mazfﬁ:d
bonds as it wamed of “dysfunction” in
the gilt market, bonght £1.950n of the
bonds on the first day of its new inter-
vention yesterday.

Thg Measures came a In_la}'laner it

new short

...ml:
dnunttmesumclemmﬂewmmup
portfolics against further shocks,

T'be Pensions and Llfttlm: Savings
with

grammeithnpedwmlldactaxat:;ms-
sure release vatve for pension schemes
m@tu,pmawcommdgaﬁerﬁwan-
eng’s September 23 “mini” Budget trig-

geredal Il-off in,

£1.3tn Invesred said “many” lund.s
wonld prefer the scheme wa:

“Two interventions in 24 hours is

at least until finance minister Kwasi
Ewarteng unvefled his debt-cutting plan
on October 31 “Itmakes sense that the
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pretty dinary,” said Sandra
Holdsworth, UK head of rates at Aegon
Asset Management. The BoE steps
showed the problem was “much bigger

econemic prospects. It followed the  bankmay notbeableto fully windupits  than anyone thought a week aga™.
BoE's increase on Monday of its daily  support schemes until the markets con- — Call on Bank of England pago 10
P £10bn d.” zaid Paul Dales, chief  Magan Grosne paga 17
BuL in a sign of persistent strains in UK economist at Capital Economics. Lex page 18
World Markets
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Blden vows to re-evaluate Saudi relations

Lawmakers urge Congress
to back stripping cartels
of sovereign immunity

JAMES POLITI —

U5 president Joe Biden is re-evaluating
the US relationship with Saudi Arabia
after the Opec+ decision last week to cut.
ofl production, a top White House
adviser said yesterday, as tensions
between Washington and Riyadh con-
timuatorise.

“1 think the presjdent‘s been very

WASHINGTON

National Security Council's senior com-
munications adviser, told CNN yester-
day.

Kirby's comments come after senlor
Democrats on Capitol Hill have been
calling on the White House and Con-
gress Lo take a much tougher stance on
Sandi Arabia in light of the production
cuts, which were announced just four
weehs before the US midterm elections,
threatening anew surge in ofl prices.

Bob Mcnemlc!.. chair of the Senate

i called fora
fluzeln co-operation with Saudi Ara-

Menendez said. Other lawmakers,
including top Democrats on the Senate
judiciary committee, called on Congress
o approve “Nopec” legislation, which
would empower the justice depariment
to bring price-fixing cases against oil
cartels, stripping them of soversign
mmunity.

Kirby said Biden was “willing to work
with Congress™ on punitive stzps against
Saudi Arabia and that th ks would

at the killing of journalist J[amal

Eut after petrol prices rose sharply
this year, driven by the war in Ukraine,
US officials sought to patch up ties with
saudi Arabia. In July, Biden visited the
kingdom, greeting Crown Prince
Mohammed bin Salman with a fist

P
Laslwek% production cuts were seen

start immediately. He added: “I den't
think this is anything that's going to
have to wait, or d:loul.d wait, quite

ia, possibly including a halt to weaps

clﬂar that this Lwe

luzte, that we

need to be willing to revisit, and cer-
tainly in light of the Opec dedision, 1
think that's where he is” John Kirby, the

with Rr:mdh until the kingdom reas-

frankdy, for

giden had already vowed to recali-
brate the US- sumﬂrehmnmlup early in
his Whit:

sesses its position with respect to the
war in Ukraine. Enough is enough,”

make Riyadh a “pariah” during the

g hip in Washing-
ton, however. Biden branded them
“shorteighted” a5 soon as they were
announced, whils janet vellen, the us
Treasury secretary, told the Financial
Times they were “unhelpful and
unwise", in an interview ahead of this
week’s IMF and World Bank annual

g i Wah
Yesterday, Sheikh Mohammed bin

Zayed al Nahyan, the UAE's president,
miet Bussian president Viadimir Putin
in Moscow. Last week’s Opec decision is
likely to help Moscow fnancially, fur-
ther undermining strained relations
between Washington and its traditional
Gulfallies.

Three peaple briefed en the TAES
position said Sheikh Mohammed's visit
was in linewith his intent to engage with
all sides in the Ukrainian conflict and
wasmade in the spirit of mediation. The
Gulfstats pﬂmg:'nppmedﬂlemdm-
ing the Opec mesting, anly to be over-
ruled by other members, they insisted.
The UAE, a close US ally, has sought to
display a neutral stance over the war in
Ukraine.

Add.i:hnlal reporting by Simeon Kerr in
Durbai

Kyiv moved some systems to

front line to protect troops,

leaving cities more vulnerable

JOHN PAUL RATHBONE AND BEN HALL
LONDON

MENRY FOY — DRUSSELS

Russia’s attacks on Ukraine's bigpest cit -
ies will force Kyiv to choosa batween
deplaying its scarce air defence systems
to protect civilians or using them to
jpress on with the counteroffensives that
h lakmed b tegritory.

Western and Ukrainian officials, as
well as military analysts, have cited a
lack of air defences a5 one of Kyivs main
weakmesses as it seeks to protect itsaif
Emmknmzn attacks, suclll as the mass

ikces that hit several
citiesearly on Monday.

Russia fired more than 80 crulse mis-
siles and 24 drones into Ukraine during
morning rush hour, which Fresident
Viadimir Putin said was retaliation for
the explosion over the weekend that col-
lapsed part of the Kerch bridge connect-
ing Russia and occupied Crimea. Air
raid sirens again sounded across
Ukraine yesterday as Russia resumed
missilestrikes.

Ukraines defence ministry said more
than half of the projectiles launched on
Monday were downed but dozens were
able to strike Kyivand other
centres, killing civilians and damaging
civil infrastructure.

some missiles were fired by Russian
navy vessels in the Black Sea but
Ukraine president Volodymyr Zelen-
skyy sald iran-made shahed-136 drones.
were also nsed. The city of Eila Tserkva,
near Kyiv, was Illtiry six of the drenes

"Air defence is currently the rumber
one priority in our defence co-opera-
tion," Zelenskyy said on Twitter aftera
callwith US president joe Biden.

“President Blden pledged m

Military briefing. Population centres

Attacks expose Ukraine air defence weaknesses

providing Ukraine with the support
needed to defend itself, including
advanced air defence systems,” accord-
ingto a White Fouse accountof the call.
Ina Biden condemned the
missile strikes, which ha said “demon-
strate the utter brutality of Mr Putin's
ilegzal war on the Ukrainian people”,
Monday's strikes underscore how
hard it is for a country as large as

Firing line: Ukraine to protect itself fully against  the official said. “They need more.” Ukraine
anti-aircraft continued Russian air attacks, even Vadym Prystaikn, Ukraine’s ambassa- “
gunners from thnu,ﬂl Kylv has pleaded for more air dor to the UK, told thefinanda] ‘Times has not got
Ulkraines d western alli that Kyivhad i cn()ugh [air
National Guard  steppedup their delivery. “The problem  western capitals to press the case for
prepare their isn't s0 much that Ukraine hasn't got  moreair defence aqu dt‘ﬁ‘l‘l(ﬁl
WEAPON 00 & any air defences,” said cne western “That's what we're all talking about”™ todefend
combat mission  defence adviser. "It's that Ukraine has mmewajmm'mnday‘sm hesaid, :
in August not got enough to defend mch a hig ddi recent app of Sergei sucha bgg
‘ country, and the missil Y, a general known for using -
ey fromsa many directions™ SiSoeriikoits o MR Ry O DLLYs
As part of the successful counterof-  intervention inSyria, to run the Ukraine and the
fensives in the east and south of the  campaign made it clear Moscow would missiles can
country, Kyiv has moved some of itsalr  concentrate onusing missile, rocketand ST
defence systems to the front line togive  drone strikes on civilian arcas. come from
coverage to the troops invohved, accord- Ukraine has received a range of air SO many
1mtoxmhrmemoﬁd:\lmdudng defence systems from US and = ,} "
the Tabl deivilian  allies since Russian forces invaded in  directions

areas. “They have limited long-range,
high-precision [air defence systems],"

MAKE A WISE
INVESTMENT

FINANCIAL TIMES
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JOHH PAUL RATHBONE — LONDON

February, from portable shoulder-
fired short-range missiles to longer,

Japar: Hikdoal Tokyn Newspapsr Printing Cantar, Inc.
105, Shinamme, K- 'rokwms—m

Vladimir Putin's forces in Ukraine are
running out of weapons and ordinary
Russkans can now see that his invasion
is badly misjudged, a senior British spy
chiel has said.

sir Jeremy Fleming, head of British
cyberintelligence unit GCHQ, called the
decislon to 1|wade Ukralne a “high-

S A

ing the extent of the dreadful human
cost of his [Putin’s] war of chobce.”
Anq;ﬁl:'gt to the Levada Center, the
Russian
ey
tember 1 are anxions abont mohilisa-
tion, although support for the Kremlin's
military actions remains high.
Fleming's remarks came a day after
Russia launched a serla of missile

T e T R e

- air def o

But as with its artillery, which is a
mash-up of Russian and various west-
ern-made howitzers, it has no single
averarching air defence system. The US
is in the next few months set to deliver
the first two of the eight National
Advanced Surface-to-Air Missile Sys-
tem (Nasams) that Washington has
pledged tosupply.

Germany ispdue to hand over the first
of four Iris-T ground-based air defence
systems shortly, fulfilling a pledge made
Iy Chancellor olaf scholr.

The western technelegy will add to
Ukraine’s existing stock of Soviet-made
equipment, such as the 5-300 long-
range surface-to-air mizzile system
designed t take out ballistic and cruise
missiles, and which analysts say has
A ol I S

Orban view

Hungary
premier
believes only
Trump can
end war

GUY CHAZAN — BERLIN
MARTON DUNAI — BUDAFEST

Viktor Orbin, the Hungarian prime
minister, said only former US president
Donakd Tremp could end the war in
Ukraine, as he called for direct talks
between the US and Russia on estab-
lishing a ceasefire.

Speaking at a panel discussion in Berlin
mbm:!a}n Orban said US president Joe
had gone “too far” in calli
stan president Viadimir Putin a war
criminal and saying in March that he
remain in power”.

“That would make it very hard for
[Biden] to make peace,” Orbin said.
“This is gning to sound brotal, but hope
fior peace goes by the name of Donald
Trump.”

Orbin, who won a foun.h successive

election victory

h;lmell'asﬂ:le Ieader nhn ufealng; he
calls *illiberal democracy”™. He has
repeatedly found himself in conflict
with the European Commission over
what it sees as Hungary's abuse of the
rule of faw.

Other EU states, particularly in the
Baltic and eastern Europe, have
exception to Orbidn's close relationship
with Putin. Though the Hungarian
jprime minister has voted with the rest
of the EU on sanctions, he has refrained
From attacking Russia as harshly as
other westernleaders.

orbin, who was in Berlin for talks
with Olaf Scholz, the German chancel-
lor, described the EU commission’s
sanctions policy as “disastrous”, saying
they were being implemented in 2 way
that “harms European interests”.

Sanctions against Russian energy had

Ulkraine alsa has mid-range systems
such as the SA-11 Buk that are designed

driven up prices for oil and gas, increas-
ing the Kremlin's revenues, he said. “If
we had impl d them properly,

to shoot down smart bombs and croise
missiles, as well as fixed and rotary wing
alrcraft, and have been deployed more

prices would not be so sky high right
now,” he said. “Inthe question of energy,
we are dwarfs and the Russians are

near front lines. But as Z:l:nskyy gu:lh.A samhnnsagaulandwt
Biden last month after t}
tha Masams, they were !Iill“mtnenrly orbdn d.ism]ssed suggestions that he

enough to cover the civilian infrastruc-
ture, schools, hospitals, universities,
homesof Ukrainians".

Monday's attacks seemingly proved
Zelenskyy’s point, and came ahead of a
meeting of western countries today to
co-ordinatz Ukrainian weapon sup-
plies, and a gathering of Mato defence
ministers in Brussels tomerrow,

“It'stime to give Ulraine all the weap-

ansshe nesdsto fully defend b

was more on Russia’s side in the war
than on Ukraine's, saying Fussia’s inva-
sion was an “act of aggression” and a
clear bresch of international law.

But he said the international comma-
nity had failed to *isolate” the conflict,
a3 it had succeeded in doing in 2014,
when Russia invaded and annexed Cri-
mea, an achicvement he attribated to
the political skills of former German

people,
land, sea and sky aga]nst the genocidal
aggression of Putins terrorist state”
said Gabrielins Landsbergis, Lithuania
foreign minister.

Russia’s increasing use of the Shahed
dronesis a further complication. Cheap,
relatively small and able to fiy long dis-
mmulupledmwmbelaunched

meffect
that is harder to combat using sophisti-
cabed air defence systems.

But because they are slower and low
flying, and often use commercially
available technology, they can be
jamimed electronically and shot down
with old-fashioned radar-led anti-
aircraft guns or even regular weapons.
Additional reporting by Richard Milne in
Osle, Felicia Schwartz in Washingron,
Reoman clearchyk in Kyiv and Christopher
Miller in London

Fleming's comments were part of a
speech in which he laid out the techno-
loglca]threatposedbﬁ'mma Tt was the

chancallor Angela Merkel, describing
her diplomacy at the time as a “master-
stroke”.

Asked whether Merkel might have
prevented Russia’s war with Ukraine if
she were still chancellor, he replied,
“sure”,

oOrbin implied that the US had
become a party to the war by supplying
money and weapons to Kyiv, and the
conflict would continue as long as
Ukraine continued to recelve US sup-
jport. 1t could, for that reason, only be
stopped through direct negotiations
betwesn Russia and the US, rather than
between Russiaand Ukraine.

“Only the Americans can bring this
wartoan end,” hesaid.

His praise of Trump is notnew. Orhin
and his closest advisers have often
implied they hope the Eepublican party
will return to power.

Russians running out of arms on battlefield, says UK spy chief

had learned from the war in Ukraine
was that a centralised digital currency
could “enable China to partially evade

latest warning about Beijing from a Brit- ﬂmamofmtmahumlsanchmlsmr
ish spy chisf, und zecurity
chiefs” anxieties over the lomg-term The d:inege Communist party, he
threat from China. added, was seeking to use key technolo-
Fleming, who has described the secu- gismd:lasd!yniclmudesmldmd
rity threat posed bykusdaasslfeﬂhg lite sy i
lheweadl:rwlﬂle hina's aff the di- al" A ’.,‘ 4 d I" by "b'}'
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LAY ALY U w0 -
sia, in people and equipment, are stag-
gering” and the “Russian population has
started to understand that ",

“We know, and Russian commanders
on the ground know, that their supplies
and il are runmning out,” Flem-

im any manear is nok pormitied withaut the
prbilisher’s prios consent ‘Financial Times' and
FT" ara regestered frack marks of The Francial
Timas Lmitod.

ing told the Royal United Services Insti-
tute think-tank in London yesterday.
“Russia’s forces are exhausted, The use
of prﬁsoners to reinforce, and now the

said was retaliation for the explosion
over the weekend that collapsed part of
the Kerch bridge cnuncchugR:usala and

prowess meant western nations faced
what he called a “sliding doors moment
mh:atuw”thax“ui]]dcﬁn:uurfuhm

Central bank digital currencies could
allow the state to monitor the transac-
tions of its users, both abmad and at

the. ied Crimean

Asked whether the Russian missile
sirikes represented an escalatory first
step towards Moscow using nuclear
weapons, Fleming replied that they
were “not an escalation in terms of the
types [of ] weapons being used or the

the Jessons Beijing

home, Fleming

The UK spy “chief 5aid Beifing had
forced Chinese citizens and businesses
to adopt the Beidou satellite navigation
system, developed as an alternative to
the US GFS satellite system and Europe's
Galileo. Tn the event of a conflict, China

:I;Fhﬁ:;m:me.BaMhld Tirmes s ity h‘; biect fo. of tens of th of extent to which those weapons are could deny satellite access by other
e, Hng K el e | i aks of 2 bounded within that conflict. Soin that nations that nsedits headded.
n e triai et Ak T JR; S L,
AREIRTIERI oY 2 desperate simation.” way, it contimes to follow the shape of China was seeking to create “client
Prined by FRuprints sro avalabi of amy FT srticlo with your 'l‘hc GCHQ chief added that the Rus-  the conflict sofar.” economles and governments® by
Ausstralla: Spotpress Py Lt 22 Lillan Fowler paany i pul was “flecing the draft, He added: “My view is, for the mom- exporting its technology, Fleming said,
mmﬁ:‘mﬂmmm mﬂmmm;ﬂﬂ maﬂmgﬂ:leymnno]mgerumhhey ent, that Russian doctrine and Putin's and countries that took up Beijing's
TS/F ALK A, % Kn Yip Sireat, Ming Poa Indusirial avallable. know their access to modern technolo-  approach to this war would sea that [the ffer, often packaged into broader com-
Cantra, Chal Wan; 3 Far botf: 0 TETS A, gies and external influences will be  use of tactical nuclear weapons] being  Jeremy Fleming: spoke of a‘dreadful — mercial deals and aid packages, risked
T o e Rnf el o it e drastically restricted. And they're feel-  hopefully a long way off.* human cost of Putin’s war of choice” “mortgaging the future”.
‘Wednesdey 12 October 2022 * FINANCIAL TIMES 3
INTERNATIONAL

Kishida prepares Japan for
potential regional conflict

PM examines defensive options as China, North Korea and Russia rattle sabres

sl

ROULA KHALAF, MATTHEW GARRAHAN,
KANA INAGAK| AND LEO LEWIS — TOKYD

Fumio Kishida is by nature a dovish di

for the first time in almost a decade,
Alrﬂd)f. the gmmmcnl plans to

lomat but, surrcundad byimre‘asingjy
hostile regimes in China, Russia and
North Korea, Japan's prime minister has

‘hoostits def dget by about 11 per
cent to more than ¥6tn ($41bn) for the
year to March 2024, Tt is considering
developing first-strike capabilities

Kishida declined to comment on how
Japan would respond if China invaded
“Taiwan but I|e puimed tothe calml:ry’s

“since Japan is a neighbour to China,
itisavery important as well as a difficult
isame what kind of distance we should

Ukraine
asapotemia]mnplate for how it would
address conflict in the Indo-Pacific.

it * fishida said
As part of its efforts te strengthen
defence, Japan is also reshaping its rala-

IMF warns of ‘darkest
hour’ for global economy

CHRIS GILES AND COLBY SMITH
WASHINGTON

The IMF has said there s a growing risk
that the global economy will shide into

their D
at stake,” said Gourinchas. The fund
said that monetary authorities must
“stay the course” rather than repeat the
istakes of the 19705 when most mone-

next year
businesses in most countries face
“starmywaters”.

China's zero-Covid policy and fragile
hnmu:gmarhd..th:mcdlomwemla
inadvanced

tary policymakers did not have the
nerve to keep raising interest rates
when their economies slowed or stalled.

There was a chance of tightening
moﬂeta.ry policy too much, the IMF

eomwmje_z, and higher energy and food
prices following Russia’s invasion of
Ukraine will lower world economic

from 5.2 per cent in 2022 to
.7 per cent.next year, it predicted.

The growth forecast for 2023 is the
lowest for the year ahead that the IMF
has published since 2001, apart from
the years of the coronavirus pandemic
and following the global financial crisis.

The fund fudged there was a greater
than even chance the world economy
would perform worse than its central
forecast and a 25 per cent chance that
growth would fall below 2 per cent. That
would represant global economic weak-
ness by ome year in: d only in
1973, 1981, 1982, 2009 and 2020 in the
past halfa century.

Plerre Clivier Gourinchas, the IMF's
dxﬁefmmmm, told the Financial Times

hasals) ch:
global growth could eventually fall below
1 per cent. This would probably meet the
threshold of a recession and be “very,
very painful for alot of people”,

He added: “We are not in a crisis yet,
but things are really not looking good "
and said 2023 would be the “darksst
hour” for the global economy.,

Financial turmoil, trigaered by a shift
into dollar assets, threatened 1o com-
pound the economic threat.

“As the global economy is headed for
stormy waters, financial turmoil may
well erupt, prompting investors to seek
the protection of safe-haven invest-
ments, such as US Treasurics, and push-
ing the dollar even higher.” Gourinchas
added ina statement with the:

Although the sharp rises In interest
rates around the world were weighing

itted, bt it said the risks of daing
too much were not as serious as letting
inflation become normalised and
ingrained into everyday life.

For the US Federal Reserve in particu-
lar, Gourinchas warned it was oo seon
forit te back off from its agyressive cam-
paign to tighten monetary policy.

“wieare far from having won that bat-
tle,” said the chief cconomist, adding
that any signal that the Fed would not.
raise rates further could be interpreted
by financial markets as a sign policy-

Propartion of
countries with
downgradas fo
growth outiook

makers were unwilling “to do what it
takes”. He said: “Inflation e ons.
could de-anchor and we could have a
more persistent process.”

The IMF expanded on its recent criti-
s of UK economic palicy, advising all
countries not to have highly expansion-
ary policies of taxation and public
spending, despite the surge in energy
and food prices.

There wasaneed tolower deficits and
rebuild fiscal buffers, Gourinchas said.
“Doing atherwise will only proleng the
fight to bring inflation down, risk de-an-
choring infl increase
funding costs, and stake further finan-
dal instability, compHcating the task of
fiscal as well as monetary and financial
authorities, as recent events illus-
trated,” he said in hisstatement.

Likening it to two drivers, sach with
their own steering wheels, Gourinchas
told the FT that opposing fiscal and
monetary policies prompted financial
markets to question, “which way is that
car going? Are we really fighting infla-
tion or are wa really stimulating eco-
nomicactiviey "

In the revised forecasts, 93 per cent of
countries received downgrades to their
growth outlook. The 2022 global growth
forecast has declined from 4.9 per cent.
in the fund'’s report 4 year ago to 3.2 per
centnow. The 2023 growth estimate was
cut from 3.6 percenta year ago to 2.3 per
cent, with the downgrades concentrated
in advanced economies rather than in
the emergingworld.

‘Dlsorderly sell-off in markets
feared as borrowing costs rise

litthe choice but to reshape his nation’s  against enemy bases and wants to “1 believe that the security of Asia s tionship with the UK. on growth, the IMF said they were nec-
defences, acquire homegrown cruise missiles that  inseparable from that of Europe,” he The two countries are in advanced | essary to ensure inflation came back
For more than 70 yea.rs ]apan:ae would have a range of more than  said. “As the only Asian memberof the  discussions to jointly develop a new | under control and restore ﬂu: global
prime mini Thav: d the  1,000km, all it tostrike targets in ~ Group of Seven, we mwurhng\mhlhe [ighter jet. The project faces anumberof | econvmy to amore stable
safety of their mﬂmmn-ky:]ll— morth Koreaor China. &7 as well as many other hurdles, including poten- The fnnd forecasts inflation in
ance with the US, the economic pragma- MNorth Korea last week fired aballistic  impose tough sanctions against Russia tially very high cost. But it ¥ d iill hit 7.2 percent
tism of their nejghbours and to a low-  missile over [apan, and Tokyo'stieswith  and to continue support for Ukraine. 1 support in both countries and if it pm thisyear and 4.4 per cent next year, both
key, inexperienced military restrained  Russia have all but collapsed following — hope that such a response will send a  ceeds would be the first time Tokyo has | more than 1 percentage point higher
by a pacifist constitution, the invasion of Ukraine. The Ukraine  proper message to east Asia, and espe-  chosen a non-US partner for such a | than its previous April forecasts for
But now, Kishida must urgently  war has also forced'rokvo w serlouslv clally to China,” majm‘nﬂljmpm-amme 2023, For emerging and developing
answer the guestion of whether the  consider th that( Kishida highlighted the difficulty da said he wanted te move for- | economies, consumer price growth will
country is truty able to defend itself and usefmmmmwan Tokyn faced in balancing economic ties mr\iwtth falks on thi imparal- | peakat pace of almost 10 per
o respond to potential regional conflict. and military tenslons wlth Beﬂint a5 IeI wllh enhantina llle der.enence cent. this year before moderating to 8.1
In an interview with the Financial | | political debate L the Japan peroentin2023.
‘Times, Kishida said he would carry ot | Widening gap werefomsedmpuaslble 'deump]hlg" The Uik is also hoping ta conclude | “onthe front lines, you have the cen-
an extensive review of Japan’s defence Annual military spending in constant of the global economy and deepening  talks on joining the 11-nation compre- | tral banks. That's their job, that's their
capabilities in light of “an increasingly 2020 dollars (5bn) divisinn between China and the US, hensive and Progressive Agresment for
tough security environment in east 300 Early evidence of this decoupling  Trans-Pacific Partnership — the
Asia”, including advances in North China s T h d in Wwashil pol-  regional trade bloc created after the Us
Korean missile China’s 250 ey on semiconductors, which incdludes  pulled out of an earlier version and of
growing military presence and Russia’s s measures to restrict the flow of US tech-  which Japan has been a consistent sup-
invasion of Ukraine. nology into China and efforts to entice  porter. Kishida said Japan's snppu(l fr.\r
"We need to do a thorough examina- 150 Japanese and South ip the UK
tion of whether Japan's defence capabil- o build factories on US soil. Ihepolitlcalandﬂ.namia]markettm-
Ity Is adequate or not,” Kishida said. “we 100 How to deal with Beijing, said Kish-  moil that has accompanied the early
w'JllbeﬁILIy prepared torespond to amy / Japan ida, was becoming “a major strategic  weeksofthe ipof Liz Truss.
possible scenarko in east Asla to protect ——— e challenge” for countries worldwide and "ibehmtheumsamliab]eandwrr
the livesand livelihoods of our people.” - particularly for a nation such as Japan, partner for us” Kishi
The results of the defence review will 2000 05 10 15 20 whose companies had invested heavily "l\cbshmld advance our bilateral rela- | COLBY SMITH AND CHEIS GILES
be unvelled in December when Japan in China and for which the country was  Honship with the UK in co-operation | WASHINGTON
outiinesa new national security strategy the biggest trading partner. with Prime Minister Truss.” Risks to the stability of the global

financial system have “materially

Offictals take cautious

approach to tackling

mrarlavaramad cartne

Asla. Communist gathering

China property crisis looms over party congress

decline inseven years. “5o far, the pelicy
casing has been playing catch-up,” smd

Meanwhile, the CCP congress could

whichare planedm ESCEOW BCC0UNLS, are
used i to finance construc-

reveal high-level plans t

Larry Hu, chief China
quu.am ““llssljlbeh{rmhecumln

the senes that Fhe neonarty aector il

af the fssues di v erisis.
Xlangrong Yu, chieichlna a»mmls!.al

Citiornnn said the covarnment s offorte

tion. The lack of checks, ¥n said, was
partly to blame for the weakness in the
market A widaly sxnectad natinnwide

d”, the ITMF has warned, cau-
tioning that markets are at risk of a
“disorderly repricing” that will hit
emerging and developing countries
st severely.

In its twice-yearly Global Financial Sta-
bility Report, the multilateral lender
said the surge ingiobal

risk-off event — where it's not just the
riskier spectrum that sees wider
spreads or wider risk premia, but also
the safer issuers.”

UK financial markets wers rocked
after the government announced a plan
to implement £45bn of debt-funded tax
cnts late last month. The resulting ster-
ling crash and surge in borrowing costs
forced the Bank of England to step into
avert an even worse financial fallout led
by pension funds using liability-driven

coupled with poor trading conditions
and souring growth prospects, threat-
ened to onmask the financial system's
fragility.

“There cortainlv are many wminera-

‘While the central bank's interven-
tions helped to seothe markets initially,
the measures, coupled with those from
the government, have not fully reas-

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F 12&ts=20221011193038&uq=20220804 103507
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THOMAS HALE — SHANGHAI
As China's Communist party congress
meets this weekend to celebrate its
achievements over the past five years,
economists will be watching for how

Beijing plans to confront its most
chall
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ind bl had “somewhat underdslivered this r@lmry[rmziumrflssﬁll non-exist-
He polmed 0 2 Rmb200bn ($28bn)  year”, But he suggested that a new eco-  ent because local government's interest.

special oan quota from the central bank. nomic uzam which 16 expecurd w be in local stability could be misaligned

to local lenders mvmladeguﬂand introds with Beijing's goal for the whole mar-

the prospect of a further red in  better d between cem:r'.\l ket'sstahility,” he said.

maortgage rates, which were rising  andlocal gowvernments. N:ncthn, :pMeqmn(etnmlu

before the crisis erupted. “1 do think The latter rely on land sal devel- said the

that it's likely that after the Communist

opers for income, and have an mtaresl

inthek

pmsales pnacﬂne amounted to ‘hsseu

A crisis in China's real estate sector

theywill d

party
pom]oe propertvsmr Hu added

has been gaining since
Evergrande, a leading property devel-
oper and the world's most indebted,
‘bond paymentslast year,

The shock wiped out billions of dol-
lars lent to th and its peers,

huusapwmd\,gruenﬂemkdmeas—
ing the property sector's fmmense
debts. It has made incremental reduc-

tions to the five-year loan prime rate

crippling construction and leaving

that tgage lending, most
recently n. Augmst [rom44sto4 3per
cent. This month, it relaxed the mini-

in cities and

N MOrtgage T

swaths of unfinished housing across the
:umu-y, and p I bay-

Chinese pollc) makers, who havealso
been grappling with the fallout from
President Xi Jinping's strict zero-
tolerance approach to coronavirus, are
oW with the wealiness ina
sector that contributes more than a
quarter of economic output but is rid-
dled with s 4

d refunds of capital gains tax
for some home pu

Analysts at research outlet Credit-
Sights said these policies, while under-
lining the government's “urgency in sta-
Dbilising sentiment”, were unlikely to

“significantly improve the liquidity
crunch hoedbypmtely owned prop-

In August, house prices fell 13 per
cent year on year, their fastest pace of

erty developers”. The analysts noted:
"Wedumlex'penamslblemrynf

Iocalemnomv,butlwwfweaﬂsml erl-
sis of their ownas activity driesup.

In China, houses are typically sold
before they are built. The proceeds,

&

Ericks and mortar: in China, homes
are usnally sold before they are built

* FINANCIAL

tally from

“The consumers were happy with this
because they got a house,” she added.
“This [system] works really really well
until you stop growing”

On top of poor growth expectations,

must confront a fall
it e
Towest level in more than a decade.

The dropwas part of a global corrency
weakening against the dollar in light of
the U5 Federal Reserve’s interest rate
rises 1o tame inflation. But it could serve
to tie Beijing’s hands further in its
Tesponse to the property wealmass.

“1f US yields contimue to climb, then
we could be in a situation where this

hilities out there,” Tobias Adrian, head
of monetary and capital markets at the
IMF, told the Financial Times. “When
interest rates increase very rapidly,
thesevulnerabilities are exposed.”

The report adds te a chorus of warn-
ings that one of the most aggressive
campaigns to tighten monetary policy
in decades conld trigger further volatil-
ity and a broad-based sell-off across
asset markets.

Signs of financial stress have already
begun to crop up globally. Bond and
stock prices have fallen sharply as cen-
tral banks across advanced and emerg-
ing economies ratchet up interest rates
to combat the worst inflation in dec-
ades. The dollar has seared in value
against most currencies, forcing inves-
torsto pay alarger premium for funding
inthe US currency.

Adrian said so far global financizl
markets were still functioning well, but
warned that “pockets of disorderly
l.‘Lgh:enmg" could morph into some-

one-sided depreciation
‘materialises again, mdmﬂmcase.dny
will not be able to do any easing becanse
it exacerbates [the depreciation],” said
Carlos Casanova at Swiss bank UEP.

TIMES

“We have seen differentiation across
the risk spectrum today,” he said inan
interview. “What | worry about is that
there could be a broader base — a

“When interest rates
increase very rapidly,
these vulnerabilities
are exposed”

sured investors, igniting another furch
higher in government bond yields an
Monday. The BoE conducted a second

consec y
tion yesterday.

Adrian said the IMF, which had criti-
cised the UK plan, “fully endorsed” the
steps taken by the BoE and said its
efforts to stabilize the financial system
did not run counter tofts monetary pol-
lcy goals of returning inflation to the 2
jper cent target from its current level of
almost five times that amount.

“1t's possible to ensure financial sta-
bility while tightening monetary pol-
icy,” he added. “You should be able to
target certain segments of the market
with financial stability issues, while
tightening the overall stance.” Flagging
their role as lenders of last resort, he
sabd central banks should step in whena
shock became a “systemic concern”,
Martin Wolf see Opinion
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Paris takes on striking energy sector staff

P'M savs she will force
employees back to work
as fuel shortages spread

AKILA DUINIO AND SARAH WHITE
PARIS

The French government said it would
force some striking energy staff to
resume essential services as a two-week.
stand-off with unions over wages esca-
Iates and fuel shortages spread to petral
stations across the country.

at ExxonMobil storage [acilities, which

The row has become a big problem for

have been at a standstill for two weeks. IhePreuchgmmmgm as businesses

A similar measnre posad in 2010 and driv grle to fill up their cars,

during strikesin refineries but waslater [ordngmcsmemrdeasewamglcﬁm

found tobe inbreach of the lawbecause  stocks to supplement deliveries.

itwas applied too broadky. maddmmmoftbewmmem’s
“All cards are on the table, thegoalis  efforts to combat an energy crisis with

tounlock the situation,” transport min-
ister Clément Beaune told RMC radio
earlier yesterday. Refineriesand depots

state-subsidised fuel discounts — and
after it leaned on Total to skash prices —
now risk backfiring, having caused a

CGT refinery union, told France Info
that any government intervention to
unblock the depot and requisition
workers would trigger a strong back-
Tash, “ftwould be war," he said.

s well as strikes at refineries, a fuel
storage facility in northern France has

d the rising cost of
h\m with those at Total calling for a 10
Per cent pay Tise after the company
reported hmnperproms on the back of
soaring commeditics
The CGT has sofar mjmed avertures
from Total, w‘hj::hsajdon Sunday it had

been blocked s ber 27, exac-
erhating pmhlmsmthz region where
nearly halfof all forecourts have run ot

already 3.5 percent
salary rise for 2022 but was ready to
bring forward annual 2023 wage talks to

Poland
confident of
unlocking

EU recovery

funds

RAPHAEL MINDER — WARSAW
SAM FLEMING — BRUSSELS

aperated by E in

been hit by stoppages, although some

unions agreed toa pay deal with the Us

group on Manday Frem:h oil major
i with the

Using existing 1 aimed at
keeping crucial services running, Prime
Minister Elisabeth Borne yesterday told
Tocal prefects to “requisition”™ workers

King Charles
Coronation
set for May

King Charles [l will be crowned on
May & next year in what is expected
to be a scaled-back coronation
takes into
straitened times in which Britain
finds itself.
“The coronation will reflect the

the

rilay
to thank residents for thelr support
during the mourning of his mother,
Queen Elizabeth I, has made known
‘his intention of slimming down the
manarchy. William wallis

hard- le{lCG‘ruu)uuoversa]anes which
has brought several mﬁ.uerles and a
major fuel depot toa halt.

French l:tl'lm;!l‘l}‘ minister Bruno Le
Maire yestarday told France Info radio
that the govermnment would have “no
other choice™ but to intervene across the
energy sector if trade nnions did not
engage in salary negotiations.

Emmanuel Lépine, who heads the

“French people cannot be collateral
victims of 2 stand-off between 3 trade
unicon and a private company,” Le Maire
said. “This issue needs to be solved in
hours and days, not weeks. 1t has
already gone on for far too long.™

Energy sector workers have been

hifthebl P

Two other unions, the CFE-CGC and
CFDT, agread on Monday to a revised
salary package offered by Esso France,
the French arm of ExwnMobil.

About a third of all petrol stations
across France are experiencing short-
apes, the energy minkstry sald.

Growing virus apathy also

Pandemic response. Future-proofing

Fading political will slows vaccine development

vaccine makers undermining the

adds to glacial progress in

]w nptake otbomr]abs and waning

search for next treatments

SARAH NEVILLE — LONDON
JAMIE SMYTH — NEW YORK

A lack of funding and political will is
hampering efforts to develop the next
generation of vaccines that could pro-

“The politics of Covid really lmpam
research all the way from fi

with industry . . . 1 can't do that unless1 Some countries such as fapan, as well
tatimewhen  getresourcesfrom Congress” Faucisald.  as the BN, have set up bodies to boost
Richard Hatchett, chief executive of  their capacity to respond to future
the Coalition for Epidemic Prepared- but Hatchett said more urgent
ness said his act P vaccines.
dil Tad all d abwout The o ission said Horizon

ability to access to vaccines [for rescar-
ch purposes] and general public senti-
ment,” eaid Akikeo Twasald, professor of
immumobiology at Yale School of Medi-
cine. “if you hear enough times that
Covid is over, no one's going to want to

tect millions from il patho-
gens, experts have warned.

The next wave of vaccines is intended
to improve on the Covid-19 jabs rolled
out in late 2020 by offering longer-
lasting or broader protection against
several variants and, potentially, other
coronaviruses, The focus is on alterna-
tive products such as nasal sprays, in-
halers and tablets, making them easier
toadminister, make or distribute.

But Ihesense of urgency from politi-
cians and that propelled
the swift development of the first
Covid-19 vaccines is not being repli-
cated, Critics blame a mixture of public

pursie the pext thon vaccines”
A Yale team led by Iwasaki is develop-
ing a Covid-19 booster that is sprayed
hm}ﬂmnme Initial studies in mice pro-
s, But the huge
cost of clinical trials and regulatory hur-
dles are slowing progress on such proj-
ects, said Twasaki, who urges govern-
ment intervention to break the Jogjam.
In the US, that seems to be a distant
prospect. This month, Congress blocked
a request by the Biden

research into more broadly prw:d.lw

Europe, the EU's research and innova-

Bingham, who led the Uk s Vacrines Task
Foree (VTF) from May 2020, was app-
ofnted by then premier Borls Johrsen,
She said: “The sense of urgency and
fear in 2020 was completely different.
The fact that they were willing to bring
in a group from the outside, and allow

wvaccines against a range of coronavi-  tion me, had set aside funding  me to hire a team . . _ is quite unlike
hile the US's Naticnal ofup to€4 in 2022 for devel hatg b Iy done.”
of Health had earmarked $35 3mn. next-generation vaccines. The earlier The UK's business department has

“There’s nothing to say that

Sars-Cov-2 . . . couldn't

mutate further to become

more virulent or resistant’
However, he said itwas “very

ing and disappointing” that “there lsn't

a more concerted glnbal efforl to sup-
port that work. We aren't

Horizon 2020 programme is also con-
tributing €100mn to CEPI b support
work on vaccines. A portion of this may
be allocated to the development of a
ive coronavirus vaccine

candidate as part of the coalition’s

S20010 Programine,

 The UK has sought to position tselfat
cine devel In

June, the government struck a deal with
Moderna to build a UK research and
A research fecl-

larly scaled investments rrom the UK,

for an extra $22.4bn to fight Covid-19,
Biden's chief medical adviser, Dr
anthony Faud, has warned that failure
to approve new funding could delay

‘While it was “undeniable that most

ity opened by the Health Security Agen-
i in l’ebmarr at Parkon Down in Wilt-

countries have moved into a different
phase of their coexistence with the
virus”, Hackett added that “there’s

dy been “crucial in testing
their effectivensss” of vaccines that
attack two or mors strains of coronavi-
rus, said Dr Bassam Hallis, its depury

handed the vaccine development port-
folio to the UKHSA, with former vTF
executive Philippa Harvey leading the

gicas k L

bl of
euros of EU recovery funds before the
end of the year, its finance minister has
said, insisting that negotiators had
made significant progress in talks with
Brussels inthe past month.

The EU has yet to advance the first

Covid-19
recovery plan, which totals €36bn in
grants and loans, after approving the
overall programme in June. Poland is
secking to convince Brussels that it has
instituted reformas that are sufficient to
guarantes the independence of judges, a
key demand from the Enropean Com-
mission.

Magdalena Rzeczkowska sald War-
saw was “on the way toget this money™
and that her government could lodgea
first payment raquest — for €2.85hn in
grants and £1.37bn in loans — bafore

December.

“What is in the newspapers is one
thing " she said in an interview with the
Financial Times, adding that while
some members of the European Com-
mission had pushed for Poland to do
more to strengthen the rule of law, “as
faras1know . . . there is not any official
dummrutwhmhshtcsﬂulwt didn’t do
the reform "

Brussels insists that to get its cash,
Warsaw must demonstrate it has Insti
tuted a series of
d:sclp]lu.ln.g judges ‘[‘he oondillcms
judges are ad_]udlmled by an impartial
coutt, and that jundges affected by past
disciplinary chamber rulings have the
right toa review of those decisions.

The commission declined to com-
ment on the funding talks with Poland
bt said without fulfilment of rule-of-
law milestones related to judicial inde-
pendence, “no payment s possible”.

Opposition groups ahead of elections
next autumn have accused the right-
wing government of Prime Minister
Matensz Morawiecki of sacrificing EU
maney in order to keep control over

s judiciary.

w’llhoul [nll'illing the ub.ligaLions
that self i

government, including me restoration
of the rule of Law, the government will
not receive money,” said MEP Andrze)
Hal whao represents Poland’s oppo-
sition Civic Flatform party and led a del-
egation from the European Parliament

Some EU officials question whether
Foland has gone far enough with its
reforms, but senior Enropean policy-
makers are also eager to unlock the

vaccines unit. Bingham suggested the | funding, as the country has led the wel-

agency “doesn’t seem to have any power | come of refugees after Russia's full-scale

ar money or accountability to engage | inwvasion of Ukraine and the push fora

with innovators™. Her team had been | tough response o Moscow.

“able to go to academics or ¢ The fi minister said Poland was

:mdsw “we'd like to work withyouand | on a different track to Hungary, which
hebudget todoso™, sheadded, | has not won EUbacking for its recovery

The UKHSA said it would continue
“to work closely with vaccine develop-
ers, experts and academia” on early
detection and response inltiatives.

In the US, Eric Tlrpul [uuud:r D(lh:

planin part because of rule-of-law viola-

tions in the awarding of public con-

tracts, “Foland is one of the best of the

E, soTdon’t fear that something will be

wrong with our lﬂm‘pnrtn\'yandmtl
" shesaid.

seripps
tute, said the Bulen ad.mhustmuun Imd
Iailed tocenfront the Republicans over

Seplar:mely, Rzecrkowska forecast
that Poland would avoid a recession in

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F 12&ts=20221011193038&uq=20220804 103507
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apathy, disputes over funding and the

i president Iue‘Biden’.\s declaration
last month that “the pandemic is over”
wiped more than $10bn off the value of

develop of several pi vac-
cines, which would otherwise be ready
forlargedlnnml trials withinayear,
“If you want to get inte larger clinical
trials of candidates, when you partner

All pages from Financial Times (Asia), Wednesday, October 12, 2022

nothing to say that Sars-Cov- z which
has di ated its
Tutionary potential, couldn’t mutate
further to become more virulent or
resistant to thevaccines we have'.

director of research and evaluation.”
However, officials in the initial vac-
cine response suggested the political
leadership and focus of the first phase
may have dissipated. Dame Kate

their failure tn approve new funding.

“you've got to pursue all paths to take
control of the pandemlc. et ahead of it
and contain the virus,” said Topol. “That
isnot being done.”

2022, despite a 2.3 per cent contraction
in gross domestic product in the second
quarter. She said production data and
other indicators pointed to a return to
growthin the third quarter.

Uber, Lyft and DoorDash hit by gig work plan

TAYLOR NICOLE ROGERS — NEW ¥ORK
DAVE LEE — SAN FRANCISCO

Shares in the largest gig cconomy com-
panies in the US tumbled after the
Biden administration proposed a new
rule making it more likely that gig
workers will be classified as employees
instead of independent contractors.

Ride-sharing app Uber fell as much as
167 per cent, while shares in rival Lyft
and food delivery service DoorDash hit
record lows during trading in New vork
yesterday as investors worried the U5
labour department’s proposal would
dramatically raise wage costs.

The new proposal would establish a
“test™ the labour department could use
to determine whether workers are

ployess or independ
baseli on how much control they have
over theirh
it lowers the bar to employee status
from the rule written under the Trump
administration.

Because tlmse cumpmies and some
others, classil

their notrac-

Wednesdey 12 October 2022

tors, they are not legally i
wide some job benafits due to emp‘a;

formin t 12 months, I
22021 Pew Research Center report, snd

eag, suchasa w:
pay and contributions to unemploy
ment insurance and social security.
Adding these benefits would “throw the
business model upside down”, Wedbush
Securities analysts Daniel Ives and John
Katsingris wrote ina research note.
About 9 per cent of US adults have
carned money via an online gig plat-

No change: DourDs-m -saysjlﬁ

proposed rule. cle.mers. (unslrumon
workersand b

Israel and Lebanon agree deal over sea border

JAMES SHOTTER — JERUSALEM
RAYA JALABI — BEIRUT

Israc] has reached an agreement with
Lebanon over their maritime border,

also gnin employee status.
Put the probability of the Biden
forc p to
reclassify their workers was “low”, said
REC analyst Brad Erickson, because it
could force ride-sharing companies to
shed 3mn to 4mn part-time drivers and
raise pricesfor their services.

1srael said y lay, settling the long-
running dispute after months of Us-
brokered talls.

The deal, which follows years of on-off
diplomatic talks between the sworn
encmies, will pave the way for both
countrics to develop gasficlds beneath
ﬂleeut.em Mediterranean, which have

iber sald the company’s drivers p
ferred the flexibility of the current
arrangement and the proposed rule was
“essentially returning us te the Obama
era, during which our industry grew
exponentially”. Lyft said the proposal
posad "no immediate or direct fmpact”™
on fts husiness as drivers still worked as
contractors under a similar Obama-era
rule. DoarDash said it believed its work-
ers were already property classified.

The labour department will give the
puhllc 45 day! to mmment before pro-

recent months,

Isracll prime minister Yair Lapid said
the draft deal met the country'ssecurity
and economic interests. “This is a his-
toric achievement that will strengthen
Israel's security, inject billions inte
1srael’s economy and ensure the stahil-
ity of cur narthern horder,” he said,

Lebanon's leaders, who are due o
«consult on the draft agreement, have yet
tocomment, bat President Michel Acun
tweeted It was “satisfactory”, met Leba-
nun’sd.emandsand pu'emllsnghtq

workers are properly ck

ceeding with th process.
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Indirect talks between Lebanon and
1srael rastarted this year after a vessel
aperated by London-listed Greek oil
and gas explorer Energean arrived at
the region's Karish gasfield in june.

1srael has always insisted the gasfield
lies in an area recognised by the UN as
its exclusive economic zone and that it

“This will inject billions
into Israel's economy

and ensure the stability
of our northern border’

has aright to develop it. However, Leba-
non sald the area was disputed, and last
month Iran-backed Hizbollah threat-
enad to attack the field if 1srael devel-

aped itbefore a border deal was struck.
Hizbollah, whose paramilitary is Leb-
Py it

1sTael a5 one of its main adversaries, has
not officially commented. A media
officer said the group “is behind the

to preserve and obtain the natural
wealth of Lebanon”. with Lebanon in
financial freefall, its leaders have
pitched the deal as alifeline after being
felled by a currency and banking crisis.
1srael and Lebanon's lack of bilateral
thes means the deal will take the form of
an accord between Lsrael and the US,
and one between Lebanon and the US.

The Karish gasfield will be in Israeli
waters, while the neighbouring Qana
gasficld will remain in the waters of both
coumitries. A consortium led by French
energy group Total will buy out Tsrael’s
share of Qana, enabling Lebanon to
push ahead with its ment.

Total delegates met Lebanon prime
minister Majib Mikatl and energy minis-
ter Walid Fayyad in Beirut yesterday.
Fayyad zaid the conzortium would
begin exploring in Lebanese waters as
5000 as the deal was done, and hoped it
would grant Lebanon its “right and full
share” in the Qana gasfield “without
sharing it with anyone”, state medla
said. lsrael’s secunly cabinet and gov-
ernment the deal

this matter and what is required

forward.

|

We're living through a perfect storm
‘of uncertainty: Climate. Geopolitics.
Inflation. Recession.

But it’s for times like these we exist.

With over 225 years of experience,
we know there is only one way

through this storm: forward.

For an unstoppable sustainability
transition is already well underway,

ising Energy, Food,

aterials systems.

forming our entire economic
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than many imagine.

Wl.tl:l forward-minded investment

s a future that has already begun.

more at LombardOdier.com
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House of cards Revenues collapse across US property sector and sharp job cuts loom after Fed's aggressive rate rises © pace s

Companies & Markets

UK law firms’
transatlantic
growth hit by
sterling crash

e Magic circle faces staffing test in US
e Low competitiveness compounded

JOE MILLER — HEW YORK
KATE BEIOLEY — LONDON

Eritain's largest international law firms
are struggling to attract and retain staff
in the US as the crash in sterling com-
pounds their lack of competitiveness in
themoat profitable legal market.

At least one major hire in New York
had fallen apart in recent weeks as the
pound slumped almost & fifth against
the dollal according to people with

ruitment

tended tobe paid in dollars, equity part-
ners’ remuneration at some firms was
at least in part pegged to the pound,
they noted. Freshfields nced a fixed
exchange rate for pound-based pay,
which was more favourable to US part-
ners, while Clifford Chance used an
average rate, according to a person
famniliar with the firms.

London-based firms that billed cli-
ents in dollars or euros and converted

senior staf, concerned that
fcmeign exchange fluctuations will fur-
ther erode their salaries, have asked for
their pay to be increased or pegged to
the dollar.

The group of “magic circle” firms that
work on the City of London's biggest

“The war for talent was
already tough. This will be
acatalyst for more moves’

Freddie Lawson, Fox Rodney

deals have struggled to match US rivals
on pay owing to lower profitability and
more restrictive remuneration models
that prevent cutsize salaries for stars.

Freshfields’ equity partmers took
home more than £2mn each on average
for the year ended April 30, the most of
the magic circle. But its profitability
remains well below that of the top US
law firms, where partners’ average take-
! 1 §7mm.

into sterling could stand to
‘benefit from the pound's drop, the per-
won said, which would make :E; WIII:::H(
the pay deficit for those whose remu-
neration was tied to overall profits,

Freshfields, clifford chance,
Linklaters and Allen & Overy declined
tocomment,

Recruiters said that currency moves
were lilkaly to make the London-based
firms more vulnerable to exits by part-
ners moving to US firms in the City —a.
longtime problem for the magic circle.

Kirkland & Ellis, the highest-grossing
firm, in September poached two part-
ners from magic circle firms in London
in the space of a week. The firm hired
finance partner James Boswell from
(lifford Chance and Allen & Overy's
former global infrastructure co-head
Sara Pickersgill.

Tony Williams, principal at jomati

1 and onetime
pm'l:nerod’ clifford Chance, said that for-
eign exchange movements were com-
ponmding an existing problem for magic

Treshfields, Clifford Chance and Allen
& Oven' ha've suroeeded 1n poa(hina

CurTency movements are creating
men: Issues at bolh Ihe senior

[Heavy weather Financial struggles of Europes
wind-turbine makers open the door to China

Chelsea FC
owner to take
Flexjet public
in Spac pact

CLAIRE BUSHEY — CHICAGD
JAMES FONTANELLA-KHAN — LONDON

The leading rival to the Warren Buffett-
backed Netjets is planning to go public
in a spac deal led by Todd Boehly, the
US financier who owns the Chelsea
football and Los Angeles Dodgers base-
ball chubs.

Flexjet said it would merge with Hori-
zon Acquisition Corporation 11 to pub-
licly list on the New York Stock
Exchange. The Cleveland, Ohio-based
company, which offers both fractional
ownership of aeroplanes and jet cards, is
projectad to bring in $2.3bn in revenue
this year — more than a third higher
than in 2021 — as private aviation
booms.

Flexjet chair Kenneth Riccd said the
deal, which implies a pro-forma enter-
prise value for the company of $3.1bn,
“will position usloe.mm:d mnrleelshm
atan i pacein

tic envi * The transaction is

Turbine groups such as Siemens Gamesa, above, have announced job cuts in recent Weeks — s oy imge

CAMILLA HODGSOM — LOMDON

wind-turbine
ersare struggling financially and cut-
ting jobs, putting them at risk of los-
1g market share to Chinese compet-
itors, despite the energy crisis, major
industry players have warned,

Turhine makers General Electric
Renewables and Siemens Gamesa
both announced job cuts in recent
weeks, and European manufacturers
were “all financially struggling”, said
Jon TLezamiz Cortizar, global head of
publicaffairsat Siemens.
“Everything is getting much more
expensive in an already suetched

this year globally from about 101 giga-
watts to 94GW-95GW. This amounts
to almost no growth since last year,
with 2021 being a peak year for off-
shore wind installation.

The ch

ersito pass on higher costs. Many have
started raising prices and renegotiat-
ing contracts with customers,

The industry is also grappling with
supply-chain delays, already strained

as European leaders hurry to boost
domestically produced renewable
energy in the context of a global
energy crists fuelled by Russias inva-
sion of Ukraine. The EU wants to
increase its target for renewable
energy from32 per cent of total pewer
production to 45 per cent by 2050,
“Companies are laying people off at
a time when the supply chain should
bf rempim{l " said Ben Back elL

S e

by the pandemic and exacerbated by
the war in Ukraine. That put compa-
mies at risk of having to pay customers
compensation payments related to
project delays, analysis said.

Vestas Wind global head of market-
ing and public affairs, Morten
TDyrholm, said that the current situa-
ton amounted to "a pretty critical
jperiod in time for the supply chain”.

Shares in Vestas, turbine maker
Nudexandoﬂshrewindf i devel-

expected to close next year.
1 Us :

tives' personal use of;uchjtta Tose 35
per cent last year. The market is
expected to grow over the next four
years at a compound annual rate in the
highsingle digits.

Demarid at Flexjet was so hot ak one
point in 2021 that the company closed
itsjet card programme —a pre-paid bal-
ance of flight hours — to new customers.
The company repotted net income in
fiscal 2021 of just under $53mn on
#1.7bnin revene.

Boehly, who acquired Chelsea ina
£4.25bn deal this year, is a serial backer
of blank cheque companies. The Los
Angeles-hased mvem:lr used Horizon

1in 2020 to buy digital tick
ehng business Vivid Seats, which is
trading about 20 per cent below its ini-
tial public offering vahie and earlier this
year he withdrew Horizon Acquisition
1L, which waslaunched in 2021,

The publicly traded vehicles, which
raise cash with the intent to buy a pri-
vate company, became one of the most
popular investment plays in late 2020
and earty 2021 but have since phimged
s 1nvesm(s haxe opted to sta}‘ away
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PAILICTS I U VAL AILCT 1005C0INg
old pay structures and q:eudlng mﬂ
lions on U

AN0 JUMOT CO0, WILD U 1w TS pay-
h\ghr greater sums to associates than

7 at K-t ms
lhanhemdemmpuum dol'largullms mwarforwlmtwasalmmtowl
further harming London-based firms'  for UK firms and | moves] are

ability to hire top partners and could
soon irigger defections,
While associates based in the US

All pages from Financial Times (Asia), Wednesday, October 12, 2022

WILG IIGUSITY SUpPLY CO&N, 0T sa.
1f the situation did not lmpmw “it

CHICE CXCCULIVE OF LOC GI00al Wina

Energy

may happen that th
Deal is inslal[;ed with non- European

gning tomake it even harder,” said Fred
die Lawson, a recruiter at Fox Rodney,
“This will bea catalyst for more moves"

The G]ubal ‘wind Energy Council
sald that it was likely to downgrade its
forecasts for the new capacity added

Inflati d the rising cost of key
materials, such as steel and copper,
have pushed up the cost of making
turbines. Eut bong lead times and tor-
bine prices bocked in years in advance
‘have made it difficult for manufactur-

UTSICN AV Al DOCN SN Snoe
ggxpe‘akshlesﬂyml.
Morningstar analyst Matthew
Donen sald that western companies
were at risk of losing out to Chinese

IO MSKICT DUSIICSSCS. MIVESTORS I
spac-backed companies have lost more
than $250bn since 2020, according to
Spac Research.

Boehly is the co-founder of Eldridge

rivals. “They can match now the west- Industries, an investment group
ern furbine ; which ip inchuding insur-
hadn't been the case in the past.” ance, media and real estate.
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up the ial value

goes deeper, when components and
modules manulamr!ng begins and
then a Fall-fled s
created”

1f this does in fact happen, itwill fulfil
a longstanding policy ambition of
marendra Modi's government, which
wants to promote indian manfactur-
Ingto the point where It generates 25 per
«cent of gross domestic product by 2025,
up from barely 15 per cent now.

The government’s aim, backed by
Incentives for anemrs lusecmn such

chain, it was powerful:

Apple recently announced

it had begun assembling its

iPhone 14 in India, just weeks after its
newestmodel was launched.

Three Tai ies that

as elec
create new johs, bolster india's erpam
and reduce tech imports, largely from
China, that are helping to fuel its current
account deficit.

Valshnaw and uhemfﬂcials arecon-
fident that 1y

already work for A pleml.nd.u Fox-
conn, Pegatron and Wistron — will put
the 14 tngether at their sites in the coun-
ry's south, two people familiar with the
secretive US group's operationssaid.
Apple gave no specifics on its Indian
operallons. olher lh:m 1o say. it was

for India, when multinational manufac-

turers are

their reliance on “The [ndian approach to

China. Since the

start of his first SUpply chains is that the
termin2014, Modi - entire supply chain

has been “exer-

cised thefact should be in India and,

India. But [PMorgan said in :‘recent
tesearch note that Apple could be mak-
ing one in four of its iPhones and other
dcvmcam India by 2025, as Covid-19

and litical friction

that India has not jdleally, run by Indians’

pmhnmdlverslfymvhuncm
Speaking to the Financial Times a few
days later, ashwini vaishnaw, India's
railways and IT minister, said New Delhi
was “actively encouraging and support-
ing” Apple's investments and efforts to
build a supply chain in India. He alsa
confirmed that, at least to start, the
iPhone operations in India would
largely be assembly — presumably

with imported components.
“All industries begin with bringing
product assembly” \’mhnawsud “In

some of China’s business: Vietnam, too,
is already nabbing investments from
Apple and others diversifying their sup-
phy bases inwhat policymakers and con-
sultants call a “China Plus One™ push,
India’s unique selling point is its huge
domestic markst — even if most of its
comsnmers are still buying cheap Chi-
nese-made Androids rather than
Apple’sirhones.

However, getting component suppli-
ers ko put down roots will, as Valshnaw
snys.hecnn:m] mmeehnglud.uagna].s

the next phase ¥ thi

FINANCIAL TIMES

Preserve your

Equity Exposure,

India hopes 1Ph0ne deal wﬂl startits rise up the tech value cha]n

Forconn remain even after the govern-
mmt!menmnmwl.

Some hat India's
ambitions may be constrained by poli-
cymakers’ instincts.

“The Indian approach to supply
chains is that the entire supply chain
should be in india and, ideally, run by
Indians,” says Milir Sharma, director of
the Observer Research Foundation, a
think-tank. “But other China Flus One
countries like vietnam will say, ‘let’s
identify the parts of the supply chain
where we have an advantage’, and then
fonson those”

chain for iPhones could also falter,
sharma said, because of the govern-
ment’s tensions with China, which pro-
duoces many of the components that go
into them. Against the backdrop of a
high-stakes border disputs and deep
distrnst of Beffing in New Delhi, Indian
authorities have banned Chinese apps
and taken regulatory action against the
Chinese makers of mohile phones.

“Tfthe aim is toreduce dependence on
China, that does not gel well with creat-
ing a manufacturing sector here,”
Sharma said. ‘lwmmtertmasuppb’
chain that China already dominate:

md:ausareaahngwbcﬂ:crthm
pliers will be able to step up. As:]:ﬂ:
Dhawan, chief executive of the Conver-
gence Foundation, a non-profit group
focused on economic development, says
Tndia has a positive precedent in the

Ive Industry. Early prody

such as Maruti Suzuki started out
assembling cars from imported parts,
then painstakingly built deep supply
chains and a large, viable industry with
deep roots. “The whole value chain
came to India and then became compet-
i, he says. “But it takes time™

jolm.reedg@ft.com

Reduce the Carbon
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Tesla keeps political spending to itself

Buffett’s Berkshire also
in S&P 500 minority that
do not reveal donations

PATRICK TEMPLE-WEST — NEW YORK

Berkshire Hathaway, Tesla and CME
Group are among mere than two dozen
S&P 500 companies that disclose no

mandthnsh&hsmwmlnhty said

Wrswhnvwd.hshamlmlderpehhm

Allison Lee, a former
missioner at the Securities and

or publish policies d ining how the i do not need to disclose their
mmﬁflsdtﬁedour. swweo(ﬁlm!lmwmmmspmt
However, th blished ahead ' CONCEIS Were magni-
ofUSlmdLumd«hmuerpcd.cdhnb: fied by a backlash against i
the most ever, found compa-  who voted against the of

nies such as Berkshire and Tesla are
Increasingly eutliers. More than 380
S&P 500 companies made full or partial
disclosures this year —a record high.
Shareholders have grwn lncreas
d about the

their L
ing, according to an annual transpar-

EOEFIEgites

The report from the Center for Politi-
cal Accountability, a non-profit organi-
sation, found that 35 companies did not
disclose their political contributions
during this year’s annual proxy season

ingly
risks asenciated with nm'purmlnhﬂul

I.n rapomem imvestor pressure, fumn-
blish information

ﬂmtia not Iepllyreqnlreﬁ, including
how much they give to non-profit
groups, which cften have a political

Joe Biden's 2020 election victory after
Donald Tromp's supporters stormed
the LS Capital in January 2021

Many companies suspended dona-
tions after the riots but some have
resumed donating millions of dollars to
“stop the steal” Republicans, according

comp and individuals are
required to disdoss campaign dona-
tions to the Federal Election Commis-
sion, but hlis have blocked the

about
whether Tesla’s spendmg on lobbying
aligned with efforts to reduce climate
change was supparted by 35 per cent of
investors,

After the 2021 Capitol attack, the Chi-

SEC from requiring companies to dis-
«close this activity in regulatory reports.
Information that companics publish
:Ismll bnnrd mrsight of political

o a report last month from the Citizens
for Responsibility and Ethics in Wash-
ingnn aliberal advocacy group.
continue to pour bil-
lioms of dollars into political coffers
around the country, with httle transpar-

warrenmﬂ'elt‘saeﬂw}umﬂmwy
in 2017 faced a shareholder petition
demanding more disclosures on
its political spending, but it won
the support of just 11 per cent of inves-

based exchange operator CME
sald it woukd temporarily suspend polit-
ical donations. So far this year, the com-
ganﬁ itical-action committee has
onated $611.000, according to the
Center for Ke: Palitics.
mmma-:ompam did not immedi-
atelyresp for
A handful of s&P 500 companies,
including TBM, have prohibited political

spending, the CPA report found.

Aggressive rate rises and
recession worries hammer
revenue and livelihoods

TAYLOR NICOLE ROGERS — NEW YORK
Estate agents, morigage brokers and
appraisers across the US are braced for
job cuts as home sales plummet amid
rising intarest rates.

For those who work in and around the
housing market, the effect of aggressive
moves by the Federal Reserve to reduce
inflation has been swift and severe.

“It went from feast to famine. from

Property. Sector woes

Fed delivers swift and severe blow to US real estate

Oll & gas

Former Yukos
investors urge
court torestart
action over
$50bn award

JANE CROFT

Former Yukos shareholders have
urged Londen’s High Court to allow
them to restart legal action aimed at
trying to secure a $50bn award made
almost a decade ago over Russia's sei-
zure of what was once the country’s
largest oil company.

Russia has so far refused to pay any of
the $50bn it was ordered to in 2014 by
the Court of Arbitration in The Hague,
which ruled that the Kremlin had ille-
gally expropriated the company's
executive zand a vocal critic of Viadimir
Putin, was arrested in 2003 and sen-
tenced to 10 years in prison,

Following the ruling in The Hague,
former Yukos shareholders embarked
onlegal action in London to selze assets
tied to the Russian state in the UK, but
U\e:cﬂ.mwa:pmanhaldwhﬂexp:ral

inthe Dutch
group yesterday urged the High
Umn’ti.nLondnnmalbuwﬂ\ecasembe
e d

Russia followingits knvaslon of Ukralne
raised the “real risk” that the state's
assetsin the UK would erode in value.
Jonathan Crow KC, for the former
ers, that sanctions
imposed by the UK on Russian individu-
als and entities meant there was a “real
rishcof the value of the Russian Federa-
tion's UK assets eroding over time”,
alongside Moscow “taking sLEps 1o re-
duce its UK assets” and of “very sub-
stantial creditors seeking to enforce
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everybody buying to turtle slow,” said
Linda McCoy, board president of the
National Association of Mortgage
Brokers.

Estate agents, mortgage brokers,
-nisers and construction groups said
that they had bost as much as 80 per cent
of their revenne since the Fed started
raising rates in March. Rates for a 30-
year fixed mortgage — al 6.66 per cent —
have nearly doubled since and are at

1 as higher
fears dis-

,'nsl:s and rec
couraged buyers. Nearly 20 per cent
tewer homes were sold this Angust than
during the same month last year,

s National Jation of
Realtors. For estate agents and mort-
gage hrokers, who mosthy work on com-
mission, the changing market has
knocked their livelihoods and pushed
some out of the field.

“rhere’s going to be a major
shakeout,” said Ken Johnson, an econo-
mist at Florida Atlantic University who
is a former broker. “There are roughly
1.5mmn realtors, but that number will be
down 20 per cent within 24 months.

“And those aren't the only members
of the real estate industry that are very
dependent on the volume of transac-
tlm There am these teruml'v ]gl:s n:l“i
tI'uewny down o termite inspectors.”™

Mortgage lenders were among the
first to eliminate staff. In April, Wells
Fargo, which originates more mortgages
than any other US bank, laid off nearly
200 loan processors and their manag-
ers, blaming “cyclical changes in the
broader home-lending environment”.
USAA, Citigronp and JPMorgan Chase
announced cuts to their home lending

workforces.

Other independent lenders, inchiding
Sprout Mortgage and First Guaranty
Mortgage Corp, have gone out of busi-

ness.
Some brokers did almost a third of

All pages from Financial Times (A5|a) Wednesday, October 12, 2022

Mearly 20% their business refinancing existing  licence Is easler than entering other It went
fewer homes as rates hovered near- industries with high earning potential, '
were sold this lows, but applications for refinancing ~ requiring only a high school diploma  from feast
August than Dave fallen 80 per cent over the past  and threetosix monthsof traininglead- ¢, f3mqine,
during the same vearammdingloﬂnmwﬁanm mtﬂmmm. 5
manth last year NEW ds of new work hed in E‘\'Eﬁb()d}
LA Sgruc el have 29 par cant in the same xshmne ices accelerated during the 1
e period dePEd S pamkmlcpgopirgwtaloe advantage of bu" s %
"ﬁewnythesermshwerimsnhn flexible working hours and sky-high turtle slow
is almost catastrophic to the industry,”  profits. Some 156,000 people joined the Linda McCox
McCoy said. Tational Association of Realtorsin2020 /0% S
A record 1.5mn hed and 2021 alone, That is 60 percentmore .o i jon
estate agents during the height of the  thanin the two years before.
market last year. Getting a real estate “That growth was much stronger than
the b 1] that were
Result misery available,” said Lawrence Yun, chief

US existing home sales, seasonally adjusted (mn}

economist for the National Association
of Realtors. “The reality Is that not eve-

Rates rise.

Ty v
In June, Redfin and Compass laid off
humireds ol employees. Redfin chief

Glenn Kelman tokd staff that
he feared “years, not months, of fewer
home sales”. Compass said its job cuts
were “dueto the clear signals of slowing
economic growth”, before eliminating

b month,

Though the rate of job losses tracked
hylhe]abonr department showed that

Aug 2021

Saurcs Mational Assoctzton of Aualioes

ber of property staff whose jubs
had been eliminated was little changed
at 16,000 in August, johnson said that.
maost agents worked as independent

————r;

contractors and were not counted in
Jol

Many would pivot their business
mndels or take on second jobs tosupple-

shane skelly, a real estate agent and
home flipper in San Diego, “froze” his
business’s I'ijplngarminjnneaa poten-

buyers di

ahead of the claimants against that
decraasing pool of assets”.

He also argued that the London law-
snit should now go ahead as a recent
Dutch ruling meant that the risk that
the English and Datch courts would be
raling on the same legal points had
“effectively disappeared”.

The imprisonment of Khodorkovsky
on mauﬁ fraud charges, seen by inter-

national observers as politically moti-
wvated, and the break-up of Yukos and
zale to mostly state-controlled oil com-
panies marked a watershed for Putin’s
rule. The Kremlin characterised the
arrest as part of a crackdown on oli-
garchs who had become rich by taking
control of Russia’s natural resources.

The Russian government was not rep-
resented by lawyers yesterday after
White & Case, which had acted for it,
stopped following the war in Uh’am:

Mr Justice ck
Butcher allowed yasterday’s hmrlng o
pr!meed after E.tussLn sent its written

Lehcnmuaalmrs,islocudrgunfndll
tating renevations for past clients,

Skelly said: “It wasn't extreme to
begin with. Over the last couple of

, it's really acceleratad. It's a lit-
tle bit more significant of a correction
than [ thought it was going tobe.”

Mike Pappas, chief executive of Flori-
da-based brokerage The Keyes Com-
pany, said he was considering scaling
RS £

In the submissions, Mikhail vinogra-
dov, in the prosecutor-general s Officeof
the Bussian Federation, argued that the
Lendon lawsuit should remain paused
and said attempts to restart it were
“misconceived and a transparent
attemp to take advantage of a situation
in which the defendant is bereft of legal
representation inthe jurisdiction”.

He added that Russia had contacted
11 harri and four law firms in the

mar-
kminulehopeofavoidlm having to

We hm to rrspund dmmatnl}y to

UK wh have refused toact for itor cited
mnﬂicloﬁmaesl The gawnmem.ls

adjust:

Ent johnson szid that fm'mmy, falling
home sales could push them out of busi-
MEss.

vlnmdw also said that the Dutch
courts were still considering the case
and it was lbilll'd to suggest that

“Most that arein b day have ¥ 2022 *have d
never sold in a 7 per cent, 30-year- hi ther than make it diffi
-rate environment,” he said. culty [m:] for assets to be accessed,
"Thatmrlgngemegutmt:gh.m\d never mind dissipated and/’ or removed
Ithinkalot of peap fromh f ",
saying, "What'snext?" Thehearing continues.

Eumﬁns searches for acquisitions in Asia

AKILA QUINIO — PARIS

French diagnostic and testing group
Eurofins is scouting for acquisitions in
Asia and the field of genetic diagnostics
ag it seeks new opportunities after a
pandemic-related sales boom,

“The most mteresting market is Asia,”
said chicf executive G:]lcs Maer
“Access bo tests is not very develop

last waek 1[ wmlld buy hack upto zper
cent of it

o preserve and learn aboat [by] docu-
e skl

Martin, w]ln founded the mm'pany in
1987 but expanded into medical diag-
nowcs SEVEDN YEars ago, p]ans to Irulld

Martin,
Eurofins said the Us was the first big

market for genetic diagnostics, such as
prenatal Lests that detect foetal genetic

uuapau £ h .meyu
[ that took

Furafins from a small French labora-
tory to a leading food, pharmaceutical
d eorvi T et o

thereyet”

Boosted by a worldwide surge in test-
ing, Eurofins entered France's CAC40
index last year. But as the pandemic
receded, it was hit by falling demand as
governments scrapped health amd
travel restrictions.

After two years of double-digitgrowth
fuslled largely by the Covid-19 pan-
demic, analysts expect stagnating
annual revenue of ahout €6.7hn this
year, according to Refinitiv data. Shares
are down more than 40 per cent this
year toabout €63, half their peakin Sep-
tember 2021 The company announced

Wednesdey 12 October 2022

Eurofins spent £197mn buying 53
groups in the first half of this year —
mare than twice that allocated to acqui-
sitions at the same time last year. 1t
hought the Japanese prenatal genetic
analysis group Genetic Lab last Decem-
‘ber and is hunting for similar targets.

Martin, an enginesr with a PhD in
artificial intelligence, believes genetic

and engineering will allow T{le
nextzo ‘years. The group is also inter-
ested in personalised medicine.

“More and more people see their
‘health as their capital which they want.

Sales of kidney plant tests,

ks

JPMorgan’s Dimon warns recession ‘likely’

JOSHUA FRANKLIN — NEW YORK

TEMorgan Chase chief executive Jamie
Dimon predicted the American econ-
‘omry will tip into a recession next year,
warning the downturn threatened to
spark “panic” In credit markets and

which also use genomics, more than

doubled in North America in the first
‘half of the year. But rather than.
ing inthe US totry to compets with test-

Ing glants such as LabCorp and Quest
Diagnostics, Eurofins said it wanted to
creats “new markets through innova-
thon™ in Asia

Although Asia accounts for less than
10 per cent of group revenue, it posted
the fastest revenue growth in the first
half of this year.

Martin said he wanted Eurofins to
expand “everywhere [in Asia] on a big
scale except for China where it will be on
a small seale”. Chinese companies had
local advantages over foreign compa-
nies, he added.

! 1 20 per cent fromthe
value of US stocks.

The comments from Dimon, whose
economic pronouncements are closely
followed by investors, followed similar
S P
tor Ken Griffin andbguim 1o a growing
consensus among senlor fgures on
‘Wall street about the likelihood of a Us
Tecession.

In an interview with CNEC, Dimon
listed rising interest rates and Russia’s
invasion of Ukraine as factors stoking
therisk of a downtwrnin 2023

“These are - very serions things,
which Tthink are likely to push the Us
and the world — I mean, Europe is
already in recession —and they're

FINANCIAL TIMES

to put the US in some kind of recession
six to nine months from now,” Dimon
said.

pimon said early signs of distress
were evident. in the financial system,
pointing to the depressed marlet for
initial public offerings and high-
yield debt deals, and said he expected
the pain would soon spread into other

arcas.
“The likely place you're gonna see
more of a crack and maybe a little bit

Jamie Dimon cited borrowing costs
and Russia's war in Ukraine as risks

more of a panicis in credit markats” he
added.

In june, Dimon warned of an eco-
nomic “hurricane”, and on Monday he
again encouraged Investors to be “very,
wery cautious”. He added: “If you need
money, po raise it”

Asked where ha sawthe trough for the
S&F 500 index, which is down more
tEax:ZO per cent ﬂusﬁ'tnr Dimon amd
:\nd‘muldheamthereasvmpermm”

He added: “Tthink the next 20 per cent
will be much more painful than the first.
Rates golng up another 100 basis points
are a lot more painful than the first 100

aren'tused toit.”

JPMorgan, the largest US bank by
assers, will report earnings on Friday.

sts expect JPMongan and other big
bbanks will collectively set aside maore
han $4bn to cover potential |
bad loans, in a sign of growing pessi-
mism about the US economy.
SeeLex
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Amazon goes all out to revive ecommerce unit

Extra Prime Day staged in effort to capture holiday spending early after operation suffers two quarters of falling sales

DAVE LEE AND ELAINE MOORE

SAN FRANCISCO

Amazon is its sacond Prime Day
shopping event in a year for the first
timne this week in abid to boost its flag-
ship ecommerce product and reverse
decliningsales.

The stakes for the $1.3tn group are
high as it secks to recruit new Prime
members in satorated markets while
cementing the scheme's worth to exdsz-
ing subscribers — some of whom have
seen the price of membership rise more
than 40 per cent this year.

Amagon’s Online Stores division, on
which founder Jeff Bezos built his
empire, has seen two quarters of declin-
ing salesin 2022 under new chief execu-
tive Andy Jassy. This is in contrast to the
bumper early pandemic period when
danﬁ n::‘dred record chhrsmd sales
Increased about £0 per cent compared
with before Covid-13.

The Prime Early Access Sale will take
place aver 48 hours and began yester-
day in the US, Canada and 13 European
countries, including Turkey. It comes
three manths after tha year's first Prime
Day, an annual disconnt event launched
205

1t gives Amazon a chance to make an
earty move to capture this year's holiday
spending, said Lesley Hensell, a consult-

series ever made. Debuting last month
to mixed reviews, the serics has cost
‘Amazon a reported $1bn to acquire the
rights and put into production,
Amazon has also Invested heavily in
sport. To become the national broad-
caster of the NFLUs Thursday Wight Foot-
Bail, Amazon is spending an estimated
#1bn per scason, according to Enders
Analysis. The company has also added
the Champions League and English Pre-
mier League to its Foster. In all, Enders

Amazon s sy sbna
yearanspartsrights.
smhisthemnloim spendinglhm.

fm’ Prime members, plns imvestment in
AWS, would cancel the $1.5bn saved in
fulfilment network cost improvements
in the current quarter, chief financial

‘There's abroader theme
on how vou stay relevant
ina more competitive
subscription landscape’

afficer Brian Olsavaky said at the ime of
Amazon's last earnings report. This
could mean operating income will once
again fall compared with last year.

But it is a long-term strategy. The first

https://digital.olivesoftware. com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc= FTA%2F2022%2F10%2F12&ts 20221011193038&uq 20220804103507
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ant for Amazon merchants. *Amazon is
thinking: *You know what? Let's get in
early and get our share of these con-
sumer dollars.” Before everyone else
does their typical Black Friday, Cyber
Monday — [Amazon]| wants to get a
phecen that ple now.”

Analysts at Jefferies have estimated
the event could add an extra $4.1bn in
sales to Amazon’s total fourth-quarter
earnings, which it otherwise forecasts
will be about $158bn, an increase of 14
[per cent year on year.

“We: are always looking for additional
ways to help our members save
throughout the ynr Amazon said.

Comedown
Year-on-year sales growth for
Amazon's onfine stores unit (2

All pages from Financial Times (Asia), Wednesday, October 12, 2022

Sacond, having raised prices of mem-
bership in several markets, an addi-
tional Prime Day is being scen as an
effort to further reinforce the plan's

b il

“andthi that —early 50 ueto
holiday shopping with big savings.” A n ing i some new subscribers.

Owrt]wpasl two years, op - 4o “There's a broader theme here around

ded how you stay relevant in a more com-

with Covid, the mpviycham crunch and 30  petitive subscription landscape,” said

inflation. Amazon’s share price, down
b}' athird Llusyear hash d from
mmgxmu_ : still hy

d m, AWS,

mdafnst-grmng ndvuusingbmmss
But the poor retail perfi has

seen Amazon backtrack on its aggres-
sive logistics expansion plans. Tt has
closed, or cancelled opening, at least 50
facilities in the US, according to data
from logistics analyst Marc Wulfraat. Tt
has cased off the permanent hiring of
corporate and tPr:m]ine staff just
months after warning that a shortage of
willing and able warehouse workers was
oneof its biggest challenges.

Amazon is instead prioritising its top
line for the rest of the year. In that pur-
suit, the second Prime Day event of
2022 could provide both a short and
long-termbonost.

First, the cost of living crisis appears
to have consumers looking hard for
deala. A Jefferies poll of about 1,000 US
Prime subscribers ahead of this week’s
event sald &2 per cent aimed to shop
during the sale, with most planning to
spend at least $50, compared with 59
ﬁcenl who were interested in July’s

Prime push

Amazon Prima % of total US.
US households househalds
(] -

100~ Forecast - 80
80—
s0—
4=
20—
e o e e

018 20 22 24 Ié
‘Sourcas: company; Inskder Ieseliganca

Andrew Lipsman, of research group

“Exclusivity is key. Amazon under-
stands the value of having those things
theat are really high value that customers
can't live without ®

o jeans h b
scription services, according to a sarvey
by research group Kantar. It found a
slight decrease in the number used
between April and August.

Amazon is tight-lipped about the
number of Prime members. The last
update the company gave was in
April 2021, when Bezos, then chief exec-
utive, said it had more than 200mn sub-
scribers. This is lower than the Latest tal-
lies for streaming services Disney and
Netflix.

Amazon's strength is in its breadth,
say analtysts As well 2z free one or two-
day shipping, Amazon has steadily been
adding other perks to Prime, such as dis-
counted nse of Grubhub, a US food
delivery app, and building its entertain-
ment offerings, in particular Prime
Video.

Another scheme, Buy With Prime,
allows merchants who do not sell their
products on Amazon to use the com-

Energy

Cepsa plans ‘green hydrogen corridor’
linking southern Spain and Rotterdam

TOM WILSON — LONDON

i o Ath

Dulch part of Rotterdam have agreed
to establish a “green hydrogen corri-
dor” to bring the zero-carbon fuel from
Spadn to northern Burope.

Cepsa chisf executive Maarten Wetse-
laar sakd the deal, which was signed last
month, aimed to connect southern
Europe’s solar potential with northern
Furope’senergy demand.,

Under the REPowerEU scheme to
overhaul m:bbfsenm'gysemr the ELY

of which it says should be produced
within the bloc.

Toda that competitively, most of the
production wonld needto take p]noe in

fund Mubadala and U5 private equity
ﬂrml:‘artﬂem in famary aftera 25-

water through an electrolysis process
powered by renewable electricity. The

year career at Shel fuel, whl:hrdeasesmrgywlmbmml
n April, he plvoted th ish Nl' i ‘bom, is widely expected

from fossil fuels 1o greener forms of keyroleint

energy and to invest at least able puwer Mhngdmnm

€5bm — equivalent to 60 per cent of the Cepnplansmlnngpor:ﬂ\egmen

group’s total capétal exp —on by first convert-

new kow-carbon business by 2050, ing it into ammonia, with shipments

central to that plan is the growth of
Andalusia in southern Spain as a source
of green hydrogen production. Cepsa

‘l am absolutely certain
that the cheapest green
hvdrogen in Europe
will be in Andalusia’

planned to begin in 2027, The hydrogen
will either be used in Rotterdam ar
piped to industrial dusters such as the
German region of North Rhine-West-
phalia, according to Nico van Dooren,
director of new business at the port.

— Burope’s main port for
for renewable ene'rg)'r Shell is budlding
Eumpe‘s bll,g@esl hydrogen electrolyser

southern Europe
tricity, the main input in green hydro-
en, wascheapest, sabd Westelaar.

“The first project to establish the link

while Dutch cheml.chs

y has 1 gigawatt

tricity
and plans to develop a further ?GW of
solar and wind power inthe region.

hetween a major hub
of affordable green hydrogen, south
Spain, and a major northern European

industrial hul b.lum.a'dnm hionnicfnr

Westelaar joined Cepsa which is
owned by Abo Dhabi sovereign wealth

“1 am certain that the

cheapest green hydrogen in Europe
will be in Andalusia because 80 per

pany’s warshounses and logistics to
deliver their goods to Frime members in
= T i 4

Primed to deliver: workers sort
pndmesln MNew York. Amazon s

However, efforts to keep Prime sub-
scribers happy have become increas-
Ingly expensive. The streaming service’s
The Lord of the Rings: The Rings of Pawer
TV show is hailed as the most expensive

carly sale exclusively for
its Prime members — mosm ey

Thursday Night Football broadcast
resulted in the “higgest three hours for
US Prime sign-ups” n the scheme’s his-
tory, the company said, with an average
of 13mn viewers.

inthe US, anmual membership growth
s predicted toslow from this year toless
than 3 per cent, according to Insider
ntelligence estimates. By 2025, it is
expected that about 70 per cent of all US
households will subscribe to Prime, up
from 67 per cent this year.

Further expansion means reaching
different market segments. Last week,
Amazon launched a dedicated hub for
heavily discounted products and
relaunched *Prime Access”, its cut-price
Prime membership for costomers who
qualify for government assistance, such
as food stamps.

of companies
Cor

Seiji Kihara
Deputy Chiet
Cabinet.

gvoup OCT is ding its

import terminal. Companies inchuding
BP and energy trader Gumvor have also
announced plans to develop green
Iydrogen mfrastructurein the city.

If all RnLte.rdams green hydrogen

cent of the cost of hydrogen is power
and the cheapest power is there,” said
Westelaar.

Green hydrogen is pmd\lned by sepa-
rating the hyd: from th in

year
willbe produced there by 2030 and 4mn

tonnes imported, representing roughly
25 per cent of the EU's forecast demand,

HEL.
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Nikkei Virtual Global Forum

JAPAN ON THE MOVE
TGWAHFDNANNII\ITERNATIUNAL

Flrlm to establish itself as an international financial hub, it essential to.
make global invest ,such as improving
ions, strengthening financial functions that
link domestic and foreign funds, and addressing ESG (Environmental, Social and
e Governance) issues.
is event will invite leading policy makers and experts from Japan and ahroad
to analyze the impact of the turbulent global situation on international finance and
the current situation toward the realization of Japan's Financial City concept. They
will address this issue from various angles and explore future possibilities.

Hlmshl Nakaso
Flnﬂjl'ok,n

=
Sasja Beslik Lionel Barber
Chief Irmvestment Former editar,
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Video archives are available
after the event.
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UK pension funds call on BoE

Fixed income. Gilts rout

to extend bond purchases

https: //dlgltal olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc= FTA%2F2022%2F10%2F12&ts 20221011193038&uq 20220804103507

Energy

Westinghouse
to be sold for
$7.9bn in sign
of nuclear
power revival

AMTOIME GARA — LONDON
MYLES MCCORMICK — NEW YORK

Westinghouse Elactric, a US muclsar
power compary, is being bought by a
private-equity backed consortium ina
%7.9bn deal four years after it emerged
From bankruptey as the war in Ukraine
spurs fresh interest in an industry that
had fallen out of investar favour.
Brookfield Renewable Partners, one
of the world’s largest clean encrgy
investors, and Cameco, a ier of
uranium fuel, are baying ﬂzlfnghc;rmv
ina bet that cEmalemdenersvsecuriw
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Industry still faces "a lot of

disorder” from LDI strategies

All pages from Financial Times (Asia), Wednesday, October 12, 2022

| UK gevernment bonds sell off
30-year gilt yield 02

; s 50

at the centre of the crisis i b e /

HARRIET AGHEW, JOSEPHINE CUMBD. f r 45

AND TOMMY STUBBINGTON

The UK pension industry is calling on &0

the Bank of England to extend its ,.JJ

emergency bond-buying programme S

past Friday on concems that trustees MESEY. =

do not have sufficient time to shore up ﬁ

their partfolios against farther shocks. 30
A rout in UK government bonds _'f.‘r

sparked by Kwasi Kwarteng's “mini” ey 25

Budget of unfunded tax cuts on Septem w - )

ber 23 pushed the UK's pension industry

intoa viciouscirdle of forced asset sales. 20

The BoE's intervention five days later
stabilised the market — but with its
conchusion looming on Friday, industry

articipants are worried about another
“cliff edge”

“Giving pension funds a two-week
window to get things in order was not a
good idea because it made them into
forced sellers and didn't give much
thought to the nature of pension fund
assets and how quickly they can be
turned into cash,” said Mark Hedges,
a professional trustee with Capital
Cranfield Pension Trustees Limited.

The Pensions and Lifetime Savings
Association, which represents schemes
with about 30mn savers with £1.5tn in
retirement money invested, said that

“many” fu nd.s would prefer the BoE's
tensded at least until

T
2022

since “affected schemes and their
imvestment advisers are still working
through the actions needed toadapt and
rebalance portfolios, there is a real
concern that it istoo early for the Bank
to withdraw lts emergenc

o keep LT policies in place, sometimes
with same-day deadlines, according to
Fogarty.
“Trustee boards are genuinel
struggling through a mmbdnallun of
and

David Fogarty, at pmfesamx]lm!lez
firm Dalrizda, sdded that there was still
“a lot of disorder” in liability-driven
investing (LDIL) strategies, which are
widely used in the £1.45tn defined-
‘benefit pensionindustry.

These hedging strategies helped
funds match up their assets and
liabilities during the long period of low
Inleresl rates but required huge

reveals his debt-cutting plans

on Oy
Carolyn Saunders, pensions partner
at law firm Pinsent Masons, said that,

dlateral when Kwarteng’s

fiscal plan sent gilt yields soaring.
some funds are still receiving
multiple requests to kick in extra cash

ing,’ staui

Pension schemes in aggregate will
have to come up with as much as
£280bn to fully recapitalise their
interest rate and inflation hedges with
new lower levels of | . according
o Nikesh Patel, head of client solutions
atVan Lanschot Kempen.

Thisis in addition to the £200bn that
schemes have already had to deliver to
meet LD collateral calls.

An exccutive in liability- dnvcn
invasting in London said wl
pension funds would be prepared far

Rush hour: the the BoE to call off its bond-buying
Bank of England was tha L1 quest.wn

«calling off its Asset

bond-buying hours, inchuding through the weekend,
scheme has been  inpreparation, he said.

described as the “when someone has a three-hour
*£1tn question’ window to either sell an asset or allow a
in terms af hedge to be reduced it can be a tough
pension fund «caull,” Fogarty said, adding that managers
readiness using LM strategies sometimes need to

e

reduce the level of their protection
against adverse rate moves “because
we simply den't have the ].lciI uidity
and sometimes hecause wa have a
preference to retain the asssts that we
would ‘have to sell”.

simon Bentley, head of vk
solutions client portfelio management
at Columbia Threadneedle, said:
*Ligquidity, liquidity, liguidity. It's been
underrated in the industry. There'll be
morefocus on it golng forward.”

Bentley said that schemes “still want
hedges in place”. The London-based
executive echoed that wiew, saying,

'{"i\,.-ing “almost everyone wants 1o keep as
much of the LDI coverage as
ossible. Py w e Lo cut are
pension possible. People who decid
funds a cuttingatthe edges™
Schemes, managers and their
two-week counterparties are also reviewing
window to operational bottlenecks to ensure
A : smooth transfer of collateral.
getthings in Sonja Laud, chief investment officer
order was at Legal & General Investment
Management, one of the biggest players
notagood in the market, said that areview of LDI  Our global
ideaasit “needs to evolve around operational — feam gives you
‘ processes; where were the bottlenecks market-moving
Hm}? them  pgme pain points. The mismatch was — news and views,
into forced ﬂwu:ue togetthe m]]atrﬁl sl.}:.;:gs 24 bvours & day
scllers PR
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fortunes.

They will parchase the group, which
makes technology used in around half
the worlds roughly 440 nuclear
reactors, from a separate division of
Brookfield Azzat Management that runs
its private equity Investments,

“We're witnessing some of the hest
market fundamentals we've ever seenin
the nuclear energy sector,” sald Tim
Gitzel, chief executive of Cameco, which
is based in Saskatchewan, Canada.
“[Muclear] energy Is becoming
increasingly important in a world that
pricritises electrification, decarbonisa-
tion and energy sacurity”™

Western investors and policymakers

“We're witnessing some

of the best market
fundamentals we've seen in
the nuclear energy sector’

had until recently shunned the develop-
ment of new large scale nuclear plants
due to safety concerns and a serles of
massive cost and schedule overruns.
But the urgency to address climate
change has pushed nuclear power back
into focus, given that it can provide
carbon-free power, 24 hours a day
mganilmm‘:ﬁewexher
The International Energy Agency has
said nuclear generation needs to double
Iy 2050 to hit net zero targets.
Moscow’s invasion of Ukraine has
shifted it further inte the spotlight as
countries hurry to find reliable replace-
ments for Russian ol and gas.
Brookfield Renewable Partners will
urchase 51 per cent of Westinghouse
o §2. Slmwl}:il.e cameaco will purchase
49 per cent of the company for $2.2bn.
When including $3.4bn in existing
debt, which is being kept on Westing-
house'’s balance sheets, the buyers are
payingan enterprise vahe of $7.9bn.
After the sale is complete, a chunk of
the company will be owned by
EBrookfield Transition Fund, led by
former Bank of England Governor Mark

Carney.

Thesale of Wi sentsa
large windfall for Brookfield’s private
equity business, Tt invested $1bn in

ity ko acquire Westinghouse after
Toshiba, its former owner, put it into
bankruptcy In 2017 amid large cost
overruns at projects in Georgia and
south Carolina. [twll] reced\ne mugh]y
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German fintech N26 says no further
funding needed before it breaks even

OLAF STORBECK — FRANKFURT

26, Germany's highest-valued fintech,
does not need new funding in the
foreseeable future because it has
enough cash until it breaks even, the
company said yesterday as it reported
a 14 per cent rise in net losses for 2021,
The Berlin-based online bank, which
counts Peter Thiel’s Valar Ventures and
Hong Kong tycoon Li Ka-shing among
its hackers, last year mised € 780mn ina
funding round where it was valued at
€7.8bn.

“We've bought alot of freedom with
this funding round,” said chief financial
officer Jan KEemper, adding that the
group E«amed to reach break-even
without

He sabd the firm was “agnostic” over
how long this would take, saying |1t

™ this

will take 12 months, 24 months or 36
months”

Fintech valuations have crumbled
this year as investors grappled with
rising interest rates, high inflation and
increasing economic uncertainty.

Swedish payments provider Klarna in

Wednesdey 12 October 2022

July raised €300mn at a valuation of
€6.7bn, a drop of more than 80 per cent
compared with its previous funding
round.

Met losses at N26 widened to
£172.4mn last year compared with
£150.7mn in 2020. While revenuve grew
50 per cent to €182.4mn in 2021,
administrative costs increased 31 per
cent to €260.8min

Rising interest rates will buoy the
bank’s revenue this year but N26 still

to about 30 per cent due toa draconian
client growth cap imposed by German
financial watchdog BaFin.

The decreed a year agothat
the bank could only have 50,000 to
T, new customers 2 month until it
had improved anti-money laundering
controlsand fixed other flaws.

26 co-founder and chief executive
Valentin Stalf sald yesterday that the
bank had made overall”.

He added: “As of today, we are

warned that overall growth would sl

N26 warned that expansion would
slow due to a client growth cap

with Lhe refula-
tory requircments,” noting that he was
confident *most” of the restrictions
would be lifted within & to 12 months
and “potentally significanthy earfier”.
The company wanted to become a
“poster child” for good regulatory com-
pliance, he said, suggesting that, with-
out the growth cap, M26 conld probably
grow faster than before as online banl:
ing becamemore popular in
Flans for an initial public offering
have been delayed. “If you Jook at the
current market out there, this is no
point in time to talk sbout 1P0s” said
Kemper but he added that it continued
twork anits muimess" fora potential

Local buyers behind buoyant Indian
bourse as foreign investors hold back

HUDSON LOCKETT — HONG KONG
CHLOE CORNISH — MUMBA|

Indian stocks are outperforming as
investors brace for more interest rate
rises from the US Federal Reserve with
ravenous demand from local traders
offsetting losses from sales by foreign
financial mstitutions.

While both the S&F 500 index and
China’s (81 300 have dropped about 24
per cent this year, India’s Sensex stock
index is down less than 1 per cent in
2022,

Even after adjusting for currency
depreciation — the rupee is at a record
Tow of more than Rs&2 to the dollar —
the stock benchmark has fallen just 10
percent. In comparison, China's bench-
mark CST300 index is down 33 per cent.

“India has outperformed but foreign
investors were sellers,” said Zhikai
Chen, head of Asian equities at ENP
Paribas Asset Management. “What
acmallyw»ﬂmd [t supponpmes]ﬁ

month. “Domestic investors have
remained very bullish and money
is coming In,” sald R Venkataraman,

director of brokerage LIFL,

held back from launching major

stimulus k demb

and with inflation at about 7 per cent.

managing
who credited the market's
ance to local sto
Venkataraman said investors were
upbeat shout india’s growth prospects
with the IMF projecting gross domestic
product to expand by 74 per cent this

‘People think next vear
allocation to India will
improve because there is
noother place to invest’

year. Meanwhile, the US is expected to
fall into a recession and China is
grappling with a slowdown in the
‘sector.
"People think next year allocation to
India will improve dramatically. ..
becau;se t]{ere is no ol.}aer place o

the la fund

Ioeptbllyl
The Association of Mutual Funds in
India reported net inflows of szhn fior

Amish shah, head of India research at
Bank of America Securities, said India
than

I.ud.lan macro is re].atw!ly. and I
1 well-

ponuaued as compared with the global
macro,” shahsaid.

But despite the broadly positive eco-
nomic outlook for India, ghobal finance
has yet to fully embrace Indian equities
in the wake of a broad shift by investors.
ont of higher risk emerging markets
securities in favour of US dollar assets.

Alter an increase in buying from
fnmgnmvtﬂmmmmm
stalled in

Foreign buying slaned to pick back
up in recent sessions beginning in
october, tially signalling the start
of another run of inflows from global
investors.

But analysts warn that the domestic
inflows that have buoyed Indian
markets may not last, as rising rates
offer Investors a low-risk option te rival
stocks.

Goldman Sachs analysts wrote this
weekth;u they ‘mntlnue to see risk of

domestic

Ff 1 to be better |

listing
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COMPANIES & MARKETS

The day in the markets

What you need to know

+ Stocks edge higher as investors
brace for US earnings season

= Ol prices skde In further sign of
slowdown worries

» Benchmark UK giits atfract buyers
on latest BoE move

Wall Streat stacks rose in chopey frading
yesterday as invesiors awaited a flurry of
US aarnings reports that will be
scrutinised for signs of strain from high
inflation and rising interest rates.

The broad S&P 500 Index was up
0ué per cont by the aarly aftornoon in

i Wik em ot iaiklln Hha tashaalam

| Wall Street stocks hit lowest level since November 2020 |

S&P 500 (dally low)

P

M

Bonds are getting

me excited for

first time in years

Karen Ward

Markets Insight

or the first time in well overa
decade, I'm starting to gat
excited about bonds. This

~ ,

[ T

alwaysbe able to bonds to pre-
vent episodes of financial volatility.
Investors stopped asking for mnd|

wialr anfa tn tha L

time-limited and, for the sake of its
inflation mandats, it will have to return
to itz plans to shrink its balance chest

mavt maanth
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T oM T e e
haavy Nasdag Composiie gauge added
0.3 per cant.

Those moves in US shares followed
four straight sessions of declines and
marked a reversal from falls earlier
yesterday when the S&F hit (ts lowest
intraday bevel since November 2020,

Equities have come under pressure in
recent days after a US labour market
report last week painted fo
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robust jobs growih in the largest

economy and ahead of a widely

anticipated Inflation report dus Tomonom.
Employment and price growth dafa

chues about how

monefary policy.

2nam Ao v marg
Y i

Global bond prices are

“It's still that
showdown, sticky inflation and central

economy that is very negative for

have been monitored closely this vear for | of the week for a flurry of third-quarter & basis points to 4.41 per cent after the companies on the whole offered cnly a
tha US us gs raports, which will ba Bank of England widonod its omargoney | fraction of extra vield above tha ridicn- ssmingmlook enticing
Fodoral Resarve and s poors will tighten | monitored closaly for signs of tension as bond-buying programma to Inclede lously low levels in the government t look at the scale of
companies canfend with higher prices Inflion-inked gis in he afest effort o | bond markets. with yields of abour 3 JUSt look atthe scale of
Evidence of a still-hat aconomy has and escalating borrowing costs. stem “fire sales” by pension funds. ‘per centin Enrape, the term “high-yield adjus(men{wha\fe seen
fuelled concems that the US central bank In a further sign of slbywdown fears But the 30-year UK gilt yield addad bonds" was, frankly, laughable. indead,
will ralse inferest rates info 3 racession. stalking markets, ol prices Turned lower 15bp 1o 4,85 per cent, ntonewma]moaamlrdoﬂhebomls
of a growth vesterday hmark In Asi ity markets, in the Bardl. Index ken froma hih
Brent crude dropping 1.8 per cent o Hang Seng index closed down 2.2 per had a negative yield and the term *fixed mndzmmmlhsspeech.nutmly
banks being forced fo hike info 3 slowing | $94.43 3 barrel cent, Touching its lowest level sinca income” seemed an oxymoron. did he use the (in my view} underuti-
In government debt markets, the vield October 2071 lan Johnston and The problem was that investors  lised term “willy-nilly” but he also
on the W-year US Treasury note was flat | William Langley and central bankers had bought argued "ﬂml undcr a pﬂpcrmun:y

markets in general” said Joost van

Markets update

Laval

9heT 8951

wholeheartedly into the “lower for
longer™ narrative and the idea that
inflati d T

low for structural reasons.
A consensus formed on the view that
MWulddwa}sbehcmqu

to poor p v
and that inflation would be
forever restrained by such forces as

3,000 in my enthusiasm. For years,  that central banks would Thenewrisk ll there. The
1've felt the bond market was horribly  theirhands if times gots 30-year UK government hond is more
if d. ‘This has all been proved wrong. Ttis  than 3 percentage points above where it
2500 MNever more so than ot the startof this ~— now abundantly clear that developed b fthey
year. Inflation was surging, central  world i produce inflati The correction in global bond
was  And not merely becaunse they will be  markets, while painful, 15 nearing
L L 0 D transitory and had seem-  hit by cost shocks; we can generate  completion. In all likelihood, we are
2020 21 22 ingly lost their fear of debt. And yetthe  inflation. ically. neither returning to a period of ultra-
A 10 bond yield dat Ben ke, former chairoftheus  low or inflation, nor enteringa
1 per cent in the 1K, 1.5 percent inthe  Federal Reserve and newly crowned  sustained period in whlcl inflation is
1S and a staggering minus 0.2 per cent NnbelPrIzewhner hlsl!naﬂvhadh.ls out.of control.

Leenders, senior portfolio manager at at 357 per cent as trading resumed in Germamy. “hel * theory This hy ths, led first by the
Kempen Cagital Managemen, following a one-day holiday. The price of corporate bonds was 15, inflation is likely to ease in response

Investors were also braced at the start The equivalent UK bond yleld slipped similarly baffling. Tnvestment grade to weakey activity.

However, I don't expect the economy
to collapse, thus proving its ability to
withstand modestly higher interest
rates than in the past. The 10-year US
Treasury yisld should be 4 per cent in
mry view, a level the market breached at
the end of last month.

If I'm right, then global bond prices
really are starting to look enticing. just
Took at the scale of adjustment we have
seen. The global government bond
benchmark now yiclds 5 per cent

system, a
alwa?s penerate hum spendhlgmd
hence pasitive inflation”, We now know
that thisistrue.
The bond market has undergons a
brutal repricing. Markets have had to
rethink totally the outlook for policy

parad with 1 per cent at the start of
the year, global investment grade now
has a yield of over 5 per cent versus less
than 2 per cent and global high-yield is
onee again worthy of such a title witha
yield of almost 10 per cent.

“INo pain, no gain” is a saying that isas

rates and the risk p
exist in a world in which central banks

globalisation and the internet. It was  cannot backstop the market.
mnwdlhu.mmﬁlhmhwuﬂl\ave some might argue that the Bank of
little choice b PR B, PR

Futile qlmlorr 2 peroenl nflation.
Theabsence of inflation also led to the
assumption that central banks woold

gilt market show that the central bank
“put” is still there. But the bank has
emphasised that this support is

when it comes to getting
fitter asitis for bonds.
But after the pain of 2022, there is
scope for decent gainsahead.

Earen Ward is chigf market strategist
Sfor Burope, Middle East and Africa at
JPMaorgan Asset Management
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Wall Street

A qut to ifs guidance pushed Leggett &
Platt sharply lower.

Europe

Morwegian off and gas group Var Energl
sank following what Jefferies called a

The groug, which manufs
products from hadding companents to

third-quarter update.
Tol# production of 214,000 barrals of

fiooring underlay, said an a day was 12 per cent below
challenged ghobal economic environment | the broker's estimate — a shortfall
and consumer backdrop” had resuffed in | blamed on “operational isswes af bath
Tower partner-gperated and operated fields”,
and camings”. sald tha group.

This lod to LEP annual Var guidanco,
outlook Tor earnings per share baty Tion of between

5230 and $2.45, down from an earlisr
estimate of $2.45 fo $280.

Netflix sank after Bank of America
retterated its “underperform” rating for
the sireaming Dlaﬁmual‘ﬂﬁufhahhe

d

offering would not be the “catch-all
answer” for the group.

BofA added that the success of
Stranger Things might be skewing the
rates being mooted around 15
prospactive advertising Her.

Ride-hailing groups Lyft and Uber fell
affer the announcement of 3 government
wplan that could increase their hiring costs.

Tha Departmant of Labor proposed 3
new rulemaking It more likaly that gig
workers would be reclassified a5
employses Instead of Independeant
contractors — a move that, if passed,
would mean They could ba enfitied 1o
such benefits as overtime pay.

Ray Douglas

220,000 and 225,000 boefd for the full
wear, down from an eariler estimate of
230,000 to 245,000 boafd.

Switzerland’s Glvaudan, which
manufactures flavours and fragrances.
shd following 2 “mixed fhird quarter”, said
Citi

Organic growth came in at 5.8 per cent,
which was 20 basks points above the
biroker's foracast but below the &5 per
cent Consensus. Ghaudans Taste &
wellbeing division welghed on the results,
stamming from *3 rapid stowdown in
Morth Amarica’, noted analysfs.

Rumours of a possible merger sent
(Garmany's Clagen ralbying.

The Wall Street Journal reporfed that
The di2gnosTics company was in talks
‘with US peer Bio-Rad Laboratories about
a deal worth about $30bn.

Credit Suisse viewed The transaction
“pesitively even though we believe it

unlikely”. Ray Douglas

London

Ukraine-focused miner Ferrexpo fell on
news that it had “tempararily suspended”
115 operations affer Russia's missika
sirikes.

“Engineers are currently conducting an
assessmofrhoaamao@ incurred o

ture and

= P

repalrs aro carried out” tha group sakd,
adding that it had “sufficiont volume of
113 products.. .. to meet ITs expected szles
wolumes™

Energy and water afficiancy specialist
Eneraqua Technologles rase sharply affer
Increasing its revenue target by 14 per
cent to £800mn for the year ended
Januzry

2024,

Mitesh Dhanzk, chief executive. also
revealed the results of “water neutrality
pllats” with two local authorities, which
had encouragad Enaragua fo launch a
diract-To-consumer product aimed ar
reducing water wastage and Improving
the perfarmance of ot water systems.

Takaover farget RPS, which specialises
iz et

IsEw0s, ratroatod on nows that 2 bidding
war over the group was likely over.

Tetra Tech made an olfer of 222p last
month after a 206p bid by WSP, which
yosterday sald It wauld “nat be increasing
the financial terms of their affer”,

Liberum did “nat anticipate a counter-
offer from any ather parties”. Ray Douglas

LIVE
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Unlocking your leadership potential

19 October 2022 | Digital Conference
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how it can help with career transi
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ARTS

Philanthropist and collector
Aarti Lohia is taking a lead

role at the National Gallery

in London. She talks o

Cleo Roberts-Komireddi

fter living in five cities

the world, the col-

lector and philanthropist

Aarti Lohia iz ready to put

down roots in London. She

has been on the move since the age of 19

when she got engaged to Amit Lohia,

now vice-chair of his family’s Indorama

Ventures, cne of the world's largest

petrochemical companies. Having built

up an art collection that reflects her

family’s peripatetic trajectory, Lohia is

now poised to plant her flag in British

cultural life in a particularly high-
profile fashion,

The SP Lohia Foundation, which she

heads, will later this month become the

¥ ! P
supporter for its modern and contem-
porary art programming for an initial
period of a year — a commitment that
has customarily been the preserve of
corporations. Lohia says she was
impressed by the Mational Gallery's
cheice to award its first contemporary
fellowship, a two-year programime sup-
porting the research, development and
exhibition of new works, to the Indian
wvideo artist Nalini Malani.

“Por me, engagement with the South
Asian community in London is of
primary importance,” Lohia says. “The
artist is number two™

Lohia, 44, is spearheading the foun-
dation's involvement with the arts and
dashes off ideas she would like to help
realise; public sculpture projects, resi-
dencies, conferences that reflect her glo-
bal experience of art. Her most pressing
priority, however, is uilding her collec-
tion. This week's Frieze Art Fair, she
zays keenly, will be her firat port of
call. Whatever she buys will be “for
the sole purposeof loaning . . . to nomse-
ums. We're still fine-tuning it. With our

[business] presence in so many
countries, we are considering, how do
we represent art from everywhere?™
Lohia’s relationship with art has
‘heen the triamph, she concedes, of the
heart over the head. “I wasn't exten-
stvely researching anything or amyone.”
she says. “1 wasn't good enoungh to
say, “This Is what T loved " But T knew
what I didn’t like and was able to choose

Aboves Aarti Lohia, shot for the FT
by Tereza Cervenova. Above right:
works from her collection include
Gabriel Orozco’s ‘Sulsal LI" (2016)
and Antony Gormley’s sculpture
‘Another Time XVIII' (2013)

4 AreTy etz hen W & Tn

what could never be part of my collec-
tiom as opposed to what could be part of
my collection.”

Lohia, who studied design and multi-
media at Lasalle College in Montreal,
persists with this approach. She has no
adviser and her collection comprises
200 pieces that she chose becanse they
resonated with her family Ilfe. Having
spent years as a “chess mum?®, training
her 13-year-old son and llstlmg him
around §

LIVE

MAXIMISING
RETURNS IN AN
INFLATIONARY ERA

Where are the best opportunities?

triership with

18 October 2022 | In-person | The Balmoral Hotel, Edinburgh

Steen Jakobsen

Dan Jones

Chief Investment

Robert Smith
tal Ma 5

ing ro maintain
can these be negated?

she recently acquired works mk:cpu:g
with the theme: a Gabriel Orozco
painting with patterning evocative of
opening chess moves, and a large
Martin Parr photograph of men playing
chess in a Hungarian thermal bath.
These works add to pieces by Dayanita
Singh, shilpa Gupta and Rithika
Merchant — *very anything [

awn” with its watercolour collage style,

The National Gallery will not be her
first patronage. She has also donated
and fundraised for Tate, the V&A, the
Serpentine and the British Fashion
Council, as well MoMA in New York, and
these commitments augment her
activities in India, her birthplace. There
she is deeply involved with the founda-

Charita.

against institutions accepting monsy
from EBE.

The foundation, Lohia says, is keenly
alert to scrutiny. In consultation with
their wider family, which includes the
hillionaire Mittal branch, the Lohias
have decided to act as sole funders of
projects in which they are involved. The
reason Is not “hecause we want recogni-

tion's Indian entity, Ind - tionfor ves", Lohia says, “Its basi-
Il Trust, and supports the Kochi-Mnz-  cally to protect cursshves.” Though the
triz Biennale and the india F family and foundation have nothing to
for the Arts, hide, Lohia says, “there were some

Does she believe that the art world,
belatedly shaken into action by
demands for inclusivity in representa-
tion, has genuinely changed? Lohia says
she is “optimistic”. Then, noticing my
seepticism, she (lustrates the transfor-
mation with her own experience. “Ina
roomful of heavyweight collectors in
New York, wha are 20 lderthan1

experiences in India where the other
party was beinginvestigated "

Being a patron of the arts in the UK
is rarely simple. “It's been a bit of 2
struggle for me to find my feet in
London in terms of the foundation,”
Lohia says. Whereas in the US, she
found comparable fn:ml}' trusts willing

am, if I'm speaking they will give me
that respect, and pause and listen to
what I'm saying, perhaps even write
down the names of artists 1 mention.
Would this have happened 10 years ago
tome? Nol"

It doasn't seem necessarily reprasant-
ative. "1 recognise how umique this situ-
ation is," she says. But she remains
hopeful that “the things 1 say shake
things up a llr(leN “There ha\'\z bem

. "1 find ything in London
wn‘ ush-Bush.” She wishes “there was
a way for me to exchange ideas because
it'slonely™

Mot that this has deterred her from
setting ambitious goals for the founda-
tion. “Iwant to be the force for changein
London and in the UK.” she gsays. “I'm
very much anamission to get the South
Asianart scene taken serioushy”

nationalgallery.orguk

periods when people have sp

inclusivity, inthe 1970s and 1990z, but it

dies down,” she says. “This time, as a

foundation, we want to follow through

mthmm'l:luug tcrmpmmhp&
can b

ARTS OMLINE

w‘lme;g the msm'uﬂons which have
remaoved the Ssackler name from their
wings and courtyards. And it is an awk-
ward moment for British coltral insti-
tutions who acoept money from donors
E:’ked with Fossil-fuel and peu'uclseml

activists have |

atonies focused an
black arftists,
WiTers, musicians
and performers
in Britain

The joy of butchering classic tunes

urely there is only one
rational response to hearing a
nelghbour playing the trom-
bone loudly and badly for
hours on end: seethe silantly
until you can =tand it no more, then go
ower there and give them a piece of your
mind. Yet, as I comprehensively mur-
dered Beethoven's Fifth Symphony on
rhythm-action game Trowmbome Champ,
preducing a sound distinguished only
by its tuneless flatulence, | was sur-
prised to find myself surrounded by an
ever-growing group of admirers. House-
mates and visitors poured in. They
laughed joyously at my efforts and
clamoured to be next to haveago,

There was a time when music games
were everywhere. In the late z000s,
many of my friends' Hving rooms had a
comer dedicated to piles of plastic
instruments used for Guitar Hero and
Rock Band. We had some good times —
there was nothing quite like feeling it
was your own deft fingerwork tearing
up slash’s solo in “Sweet Child o Mine®
— but the music game market reached
saturation by the decade’s end and
never guite recovered,

Part of the issne was that those games
took themselves too seriously. Earlier
music releases had shown gaming at its
most psychedelic and irreverent, from
the hip-hop soap opera of PaRappa the
Rapper to the neon futurism of Rez.
Today, indie developers are refurning o
the genre in droves, reaffirming how
Joyful and eccentric games can be when
musicis placed centre stage.

The first case in point is Trombone

muluphingappununi:les 0 mess up

emit discordant parps and squeals.
The difficulty is deliberate. Developers
Holy Wow, who are hushand and wife
Tobb have made here fail-
ure sounds so funny that it is as enjoy-
able — if not more so—

soundtrack. Onee you wrap your head
around the concept. the genre hybrid
works fuidly. | found that blasting
demons to abeat got my blood pumping
o metal as it never had before.

ndie developers have found ways to
insert thyt play into all manner

The song catalogue offers familiar
tunes such as “The Entertaines™, “Hava
Nagila" and the British national
anthem. The real stroke of genius,
!hough is to offer the humble trom-

bone — a.umerumeul that nva!s the

of genres in recent years, Tn Crypt of
the Necrodaneer you can upload your
own MP3s to battle through dungeons
with a custom soundtrack, or you can
surf soundwaves in abstract puzzle-
platformers such as Ynglet and Onde.,

didgeridoo and il inherent
comedic porem:nl — the main melody
in every song. It will come as little

AsImurdered
Beethoven's Fifth on
“Trombone Champ, I was
surrounded by admirers

surprise that fans have already built
their own custorn controllers to play the
game, same based on kazoos, others on
actual trombones.

I*hr seoond ex.nmplein tlle m!um ol

ome of the most cf B Ehythm Dac-
tor, in which you play 2 madical intern
whose rhythmic defibrillator is the only
wiable treatment for patients with an
armay of zany cardiac complaints.

%5 thrilling to see how many ways
indie creators can twist a genre that
once felt stale, All these fresh combina-
tions remind us that deep down every
action game is about rhythm, from
the dexterous combos of Street Fighier
to the carefully timed dodges of Elden
Ring. The perfect synthesis of music,
visuals and action can beckon gamers
into that heady flow state where
their eyes unfocus and they feel con-
nected Ln s0me greater pul.se beyond

ferem: Metal: Hfﬂ;uwer\snﬁrsl -person
shooter heavily inspired by modern
Doom remakes. Itstwist s that instead of
blasting demons imo chunks of viscera
atwhatever cadence you choase, youdo
it toy the rhvythim of a gnarly heavy metal

th — even if it's only for
the sake of butchering the “william
Tell Cvertura"

“Frombone Chamy' is out now on PG
“Metal: Hellzinger'is out now on PS5,
Xbax One, Xbox Series X/5 and FC

“Trombone
Champ’ has
become a
viral hit

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F 12&ts= 20221011193038&uq 20220804103507

15/24



2022/10/12 23:26 All pages from Financial Times (Asia), Wednesday, October 12, 2022
«Champ, which in tha past few weeks has
gone viral, largely because it prioritises

over musical chops. The set-up
lnoks familiar: notes scroll along from
the side of the screen for you to hit on
time using a standard computer mouse,
but instead of buttons, you can slide
across the instrument's entire scale,

Apply to atte
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The ice-cream maker was the star acquisition of the ‘purpose-driven’ multinational, but its decision to
end a franchise deal in Israel has sparked a long legal battle that shows the limits of corporate ethics.

By Judith Evans

ne day in May last year,
Tundreds of people march-
ing through the pictur-
esque city of Burlington,
Vermont, stopped to shout
vutside the Ben & Jerry's Scoop Shop.
“The anly word they were screaming
was ‘shame’,” says Wafic Faour, a
weteran campaigner with lecal group
Vermonters for Justice in Palestine.

The rally was to commemarate a
distant event: the displacement of
hundreds of th ds of Palestini;
during the 1948 creation of the state of
Tsrael, known to Palestinians as the
Takha, or “catastrophe”. To Faour, the
march aturning point in a cam-
paign to address one of the world's most
lomg-lasting conflicts via the state of
Vermont's most famous company.

Two months later, Ben & Jerry's
announced it intended to end its
franchise deal in Tsrael at the end of
2022 asa meansof[stuppmgltsprcﬂud

i i d Palestinian terri-
torles, which Faour’s campaign had
argued made the ice-cream maker com
plicit in an eccupation decmed ﬂJ:gal
under international law.

But the announcement placed the
brand at odds with its parent company,
unilever — and with the government of
Tsrael, which threatened Unilever with

“gevere consequences”. Opponents,
including lsrael's economics minister,
filmad themsebves throwing tubs of Ben
& Jerry’s in the bin. Jewish groups
accused Ben & Jerry’s and Unilever of
singling ot 1srael for criticism.

Mare than 2 year later, the conflict

Ben & Jerry’s vs Unilever

under jope have not welcomed a bitter
pubslic rifi with one of its star brands. In
January this year, Terry Smith, whose
imvestment firm Fundsmith is a leading
investor, said the group had become
“nhsewad with pubhdy dnpla}w sus
focusing on the fundamentals of the
business". The Ben & Jerry’s row was
“the most obvious manifestation of
this", he added.

The same month it was revealed that
the American Investor Nelson Peltz's
activist Trian fund had taken a stake in
Unilever. Tn May, Peltz joined the board,
Tt was not his first encounter with the
company. Peltz, who is chair of the
board of governors of the simon Wie-
senthal Center, met jope at the request
of Jewish organisations and lsraeli
officials to lobby against Ben & Jerry's
planned withdrawal last year.

Unilever moved to end Zinger'’s legal
action in June. Giving Ben & Jerry’s
board four days' notice, according to its
awn legal papers, it announced it would
sell the ice-cream brand's Isracli arm to
a run by Zinger, in a deal that
comj two days latar. Zinger hailed
victory, but the battle was not over. Days
later Ben & Jerry's board sued its parent
company, seeking to block the sale.

While Unilever claimed the transac-
tion was outside the purview of Ben &
Jerry's independent board — as was the
decizion to bring the lawsuit — both
sides nsed court papers to warn of the
perils of a separate division that could
follow a different path. Unilever argned
*“if the state of Texasadopted a measure

continues to rage. Ben & Jerry’s inde- ® that conflicted with the board’s views on
pendent board has taken Unilever to s LGETQrights, sun rights or the environ-
court over an attempt to continue [sraeli ment, the board’s position suggests it
sales, At the end of September, it could force [Unilever’s US arm] to end
expanded its legal action to target Uni- its decadesof jions in Texas”.

lever in London as well as its US subsidi-
ary. Unilever has until the start of
Novernber to respond to the Iatest acce-

‘ ’AAJ. OOA' )

Ben & Jerry’s lawyer warned ina
haaring that the terasli licensae, who
will hold rights to the brand in Hebrew

court, while thed uld and Arabic, could take it in unwelcome

taint the tenure Dfu'nﬂever‘snmcld.d directions. “Instead of Peace Pops, he

Ive, after Alan jop could make “Tank Pops’,” Shahmeer
would retire next year, Halepotasaid,

The fight pitches a multinational that In an interview with Isracli newspa-
hash hics and i ted vou get shown the light in the strangest | Ben & Jerry's sales have | and israchi politicians, The campaigners Oy per Ha'aretz in july, Zinger was asked if,
ability against a subsidiary with an even  out trying to of places if you look at it right.” joubled in the past 10 o hit on Ben & Jerry's as a target, says in future, he could rename Chunky
louder voice. It also raises questions  make a positive Central to his support wasadeal to 70 EC “hﬁm Nﬂm Faour, because of the brand'’s commit-  102-CT'2aI Monkey flavour ice-cream to, for
about the limits of corporate ethics as  difference in lmilan Iudependembnmﬂmplma Shn ‘ment to “racial and social justice”, example, Ami and Tammi (Hansel and

pani der k the Israeli- mission. By 2015, Ben & Jerry's had decidad to was Gratal). He retortad: “Yes, but perhaps
stands on sensitive public issues from  Palestinian ing the group and chooslng its chief 207Gz donate its licensing fees from Tsrael to I:rave]]jng “Judeaand Samaria’ is preferable,” using
change to Black Lives Matter. conflict, both execntive, Unilever would select only a groups supporting Palestinians, says the 1sraeli rame for the area including
oOthers to have fallen [uul of Lhe Ben & Jerry’s minority of directors, with the inde- Furman, and be@n sourcing almmd.s on roads the occupied Palestinian territory, the

i imgly febrik inech and its parent pendent board members nominating 1A R e FromaPal that West Bank.
Disney, ‘whose initial decision not to company their successors. “It's a nza]ly unusual People close to Ben&]m{s say the In a sign of how bad tempered the
take a stand on Florida'sso-called Don’t  Unilever found Most hen th . It ]I I I decision to quit the occupied West Bank  Palestinians  disputehasbecome, Ben &Jerry’s board
Say Gay bill was reversed after outrage  themselves zall out, they sall out in avery 5ense. =i was a gradual one, mada after multiple has said Unilever has ceased paying
from employess. HaM and Nike faced  caught in an says marketing consultant Peter Field. tripsto the Middle East. But by 2021 the  CANNOTUSE  directors salaries. Unilever has not
a backlash in China last year after  increasingly Ben & Jerry's was one of the last Uni- 05 pressure was rising. The march in Burl- That was denied this claim, though a person
expressing concern over reports of  heated debate, lewer brands to add the group's logo to ; ington came as conflict raged between  © : briefed on the situation said it was not
forced labour in the Xinjiang region. with protesis its packaging, But with access to the con- I ' | ' ' ' l Tsrael and Hamas, o Palestinian militant  11CONSISTENT  obliged by the acquisition agreement o

But Joeanne Clulla, director of the  from bothsides  sumer goods group’s vast global distri- group that controls the Gaza Strip. In ith pay the independent directors.
Institute for Ethical Leadership at Rut-  targeting the bution network, the brand expanded 201314 15 16 1/ 18 19 2021 22 July 2021, Ben &Jerry'said it woudd end with our At the end of September, investors
®ers Business School, says this case  © fast, b i of Unilever’s largest. Geographic breakdown of sales salesin the occupled Palestiniantenito-  voles” ho ingly critical
is unnsual in one respect: “You rarely  Below, from left,  Euromonitor projects it will bring in ries. Anuradha Mittal, who had taken of Jope were granted their wish for a
have ethical company against cthical — Jerry Greenficld  $2.2bn of sales this year. “We held it up o "'aﬁalimvsm over from Furman as chair of the board fresh start when he announced he
company, disagreeing on what's ethi-  and Ben Cohen, in business school as one of the great 2.0 B atrica 570mn «of directors in 2018, told the Financial would retire at the end of 2023, His suc-
cal . .. companies do have to pick their  who founded acquisitions,” says Mark Ritson, a Aumiralusta 5110mn Times: “Curice-cream wastravelling on cessorwill have to chart a path between
battles and it soundsIike this isabattle  their ice-cream former marketing professor who has roads that the Palestinians cannot wse, It the imperatives of profit and purpose,
[unilever | don't want tofight* brand in 1975 taught at the London Business schoal 15! »—Lurope $590mn. wasveryclearrhxldr pmsem:eofnnr analysts say — even as a darkening eco-

ek 2 in a gas station and MrT's Sloan School of Management. product in th nomiccl brands' ethical
Searching for cuphoria In Vermaont Ben & Jerry's Israell presence long rll.orywshmmmmlm o values” mitments. The direction of trave] seems
Ben & Jerry’s was foundedin 1978 ina  and later the sale to Unilever. When Jeff 104 The backlash was swilt. Israel’s then clear: Jope said in July there was plenty
renovated gas station in Burlington, campaignedona  Furman, a board member for four dec- E prime minister Naftali Bennett called for the brand “to get their teeth intc on.
Vermont, astatewith astrong historyof  wide range of ades, helped negntiate the company’s Jope to accuse his subsidiary of a their social fustice mission without
liberal activism. Founders Ben Coben  social Issues 15957 licence with the Israeli entrepre- Marth America $1.4bn “clearly anti-Israel step” that would be straying into geopalitics™
and Jerry Greenficld came of age during £ movagm asmey neur Avi Zinger, he had no suspicion the e metwith a *strong” response. Inthe US, But Field argues that companies seck-
the 1960s, part of “a diaspora of baby e e Levs deal id day place the brand at Mittal was the target of threats by crit- ing to pursue an ethical approach may
boamers whe converged on Burlington  mage the centre of a political storm. T didn’t fcs, bo the extent she repeatedly moved struggle to draw such limits. “Tts very
in search of euphoria”, according to have any real inkling or understanding L2 her family out of her home address. difficult to be ethical in just a narrow

Brad Edmondson's history of the com- of the struggles [of Palestinians] at the ~_5odree Edmmontor iematicral Zinger, the Israeli licensee, argued area of global issues” he says. “If you're
[y, Tee Cream Soclal. time,” he says. That changed when, in that he could not have withdrawn the playing to the hearts of consumers who
The long-haired pair slept in their 2012, he visited Tsrael and the Palestin-  to increase its profits”, was geingoutof  ice-cream from the settlements under are concerned about the world, those
scoop shop during their first summer of ian territories. “I would describe thisas  fashion — atleastin theory. an Lsraeli anti-discrimination law bar- concerns are unlikely to be confined to
operation, testing out ice-creams with a life-changing experience . . . what 1 Dneufthe}uudﬂtndmmesafd:e ring businesses from rejecting custom- just one area . . . There iz no point in
chunks of candy, nuts, cooldes and saw there was just shockingtome,” Fur-  new “purposz-driven” method of man-  ersbased on where they ltved. In March =aying that Ben & Jerry's is just ahout the
other foods thrown mtothemlx.:l‘he man says. °1 felt a strong responsibility  aging companies and brands was Paul  this year he launched legal action environment and sustainabilivy”
resulting concoctions were lumpy, asaJewish person.” Polman, chief executive of Unilever  against Unilever, claiming the move not thile, the brand and i

eccentric and hugely popular: sales bal-
Tponed from less than §1mn in 1982 to
mumunnssﬁnum y!arslah:r

Profit or purpose
As Ben &jerr}/sgrew, Ihe d.}.male in

from 2009 to 2019. Polman sought not
only to ride Lhe mve af mrporale do-
1

onnrhrw but

to renew his license violated US laws
governing trade boycotts and relations
wxﬂl I.srael. Zinger ca].led the pu]loul

company remain at Icggerheadls_ The
dispute could yet harm Unilever’s tum-
nmnd allempt argues Ba'natem ana-
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As the company grew, it developed a
three-part mission, encompassing ice-
cream, sustainable economic
and secial improvements. It cam-

on issues from climate change
to bevine growth hormone, Tn 1984 it
began selling “Peace Pops™ as part of a
i vo divert 1 per cent of the US defence
budget to cultural amd economic
exchanges with the Soviet Union.

In the late 19905, amid consolidation
inthe ice-cream sector, and with Ben &
Jerry's share price languishing. its board
opted to pursue a sale, In 2000, Ben &
Jerry's was sald to Unillever for $326mn.
At the time Cohen said he wonld have
preferred the brand to remain inde-
pendent, but quoted the Grateful Dead
song Scarlel Begonizs: “Once in a while

16
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DUSINESs Was also changing. e old
orthadaxy, Milton Friedman’s idea that
“the social ibility of a busi

green largets lor Unilever, he axguan

“musguided, uniawiul and mmoral”. in

that brands and addition to th Ben &
purpose woald fare better financially, ﬁcrrf.smvthadbcgunmwughtmum

After Polman quit Unilever in 2018, lc\':r'sshzrepnoe ‘While the ice-cream
‘his successor, jope, took up th di itzelf from the

He set out plans to “dispose of brands
that we feel are not able to stand for
something more important than just
making your hair shiny™ Yet in Donald
Trump's America, with calture wars

raging, companies that had adopted
‘troad and sometimes vague notions of

T‘he Vermam:campnjgu for Palestini-

sandtons (BDS) movemem.. which
| their business

wLu[Iﬂae[audlsdespsedbymyUS

FINANCIAL TIMES

BDE movement, 175 state pension funds
began divesting from the group, citing
laws designed to combat BDS, many of
Fich had T din
The Simon Wiesenthal Center, which
sgalmtanh.—sgmhmn. toak

sumersto "Iell your local grocery store
1o stopselling anti-Semite loe cream?™
The rifi

The battle comes at a tough time for
- Shareholders d.lﬂ:mltﬂlted

Iyst Bruno Monteyne, by damaging its
ability to acquire start-ups.

Other companies wa.tdnng Lhc q:lit

will e
own subsidiaries too much independ-
ence, he adds. 1f relations do not
improve, Unilever could sell the brand,
ar even its entire ice-cream division,
Monteyne says, though Jope has sought
to quell such suggestions.

Field argues that Unilever and Ben &
Jerry’s need "zame sort of compromise
solution, a diplomatic way out”, But in
the present political climate, other com-
jpanies cannot rely on avoiding such an
unwelcome “any brand that
sets itself up to be ethical needs to be
ahead of the game and work out how to
handle the next big issue in the world.”

Wednesday 12 October 2082
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“Without fear and without favour”

Iran's youthful protests rattle an ageing regime

ft.com/fopinion

Unrest is the first major
uprising over the hijab since
the days of the revolution

For almost a month, young Iranians —
working women and men, umiversity
students and school pupils — have stood
up to the Tslamic republic’s security
to keep alive a wave of extraordi-
mary protests triggered by the death of a
young woman in police custody. The
world has watched in awe as brave
wiomen have: remaved and even
burnt their hijabs, knowing full well the
possible consequences,
Their defiance has drawn a country-
wide wave of support, uniting disparate

by Tran’s ‘most vocal protests in years,
which have underscored the level of
anger many feel towards the oppressive
system. However, the regime has a his-
tory of surviving crises and ks ruthlessly
efficient in stamping out dissent. Offi-
cially, more than 40 paople have been
Killed in the unrest, although the full
death toll is expected to be higher: secu-

rity forces have used live ammunition,

Men, and even certain religious fac-
tions, have voiced support for the pro-
tests, which have rippled out across
tran, fram Kurdistan to Tehran and
beyond. Citizens’ frustration has elided
into anger in a country where, partly
becanse of western sanctions but also
chronic go

groups. Anda hat has
only known hfa under the Islamic
republic and grown up in the internet
age has displayed a steely determina-
tion to actively repudiate the central
tencts of the theocracy.

.\Opxmnlo(peuplehvehekm!hepw

more democratic and secular system.
Aminis death, though, was the match
to light a tinderbox. A prospective stu-
dent visiting Tehran from a traditional
family in Kurdistan, Amini, 22, was
dressed conservatively when she was
taken by the notorious morality police,
who enforce a strict dresscode. She was
not seen again until lying comatose in
hospital. Her story resonated with a
population who saw in her an every-
‘woman. Even President Ebrahim Raisi,
4 hardliner, said she felt. like his own
daughter. The authoritics denied that
there waz any physical violence. But
such is the deep distrust many Iranians
have for their leaders, the official ver
sion of everts was widely dismissed.
Iran enjoys a healthy colture of pro-
test, despite authorities’ apparatus of
repression and control. But the current

42 per cent, The demonslra‘uom are
now about more than the death of
MnllﬂAmlm urﬂlelmpualmoffﬂx

unrest i the first major mass
outcry over the hijab since the early
days of the 1979 Islamic revolution; a
mubolof aregime that has enforced

The regime and its ageing,

‘hijabep ipenty g for a

on women. In recent

¥ears women, parﬂmlarlyin Tehran,
have felt
ing their scarves loosely or evenunt]mr
shoulders. There has, though, beena
fresh crackdown on dress under Raisi as
hardliners assert their authority.
Thelslamic republic has awell-honed
instinct for survival, but even if these
pmteasdodisslpale.meangerand dis-
that fuefled the unrest will
continue to fester. The unrest has
underlined the deep distrust that exists
between the “.,ﬁ?""’ and ';ncany of lts
, partic among in
g v ey o
lationis aged below 40
The regime must end all violence
against protesters. Hardliners, who
have taken control of all arms of the
state since Raisi’s 2021 election, are
unlikely to make major concessicns, Yet
for the sake of the beleaguered nation
and its long-suffering population, they
ought to heed the anpnsh:d vmc:so(

Opinion Science

What quantum physics
tells us about reality

Arcly Carbar

Anjana
Ahuja

he four-page paper was so
famous it became known
by the initials of its
authors, The EPR para-
dox, published by Albert
Einstein, Boris Podolsky and Mathan
Rosen in 1935, argued that quantum
pLIlysI(z:s clashed wm! reality ansl was,
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Britain’s pension funds implosion may have a silver lining

Stephen Swift {Letters, October 7 is
right to question the rationale for the
use of leverage in liability-driven
nvestment strategies. 1t is clear that
such policies distorted markets far
more than some of 0s realised.

lomg-term investor to justify buying
gilts since the BoE was bound to

Meanwhile gms yielded next to
nothing, offered little or no upside, and

ultra-low coupons trading at deep nlsmtsurmi&imthatlm'mem
di their redemption v; have reported a surge in
across all maturities. dmand{urglb&nmthurdtmm

since straight starling bonds, government may not need to
including all conventional gilts, have entirely on the goodwill of foreigners to
been exempt from capital gains tax for | fund its borrowing requirement,

The paper set in train, over many
decades, a serles of arguments and
experiments that culminated in the
2022 Nobel Prize for Physics. It was
awarded last weelk to a trio of
menters whe, against Einstein's
instincts, affirmed the bizarre impli-
cations of quantum mechanics, the
laws that describe the subatomic
world, While the work of laureates
Alain Aspect, John Clauser and Anton
Zedlinger s rightly celebrated for help-
ing to lay the ground fer quantum
computing and cryptography, their

micrpret:

insights also prompt philosophical
musing on the peculiar nature of the
universe. “What [thiz Nobel Prize]
shows Is that any serious philosopher
who wants to talk about the nature of

T R

‘Whatever the benefits of LDi in the ‘were exposed to significant capital nearly 40 years, the capital uplift to par Maoreover, the cost of higher rates
early years, the strategy became Tosses, especially those long duration is free of tax for most of us. may be less than widely believed. 1
questionable when the Bank of bamnds favoured by pension funds, Tt A 45 per cent taxpayer would have to | higher short-term rates achieve the
England slashed interest rates and ‘beggars belief that trustees and their get a 7.25 per cent return on a deposit BoE's ohjective of bringing down
persistad with quantitative easing, sdvizers should think it sansible to or other taxed aseat to match the 4 per hlﬂ:ﬂn!glom!mmﬂushuuld
Common sense would suggest that continue increasing their exposure cent net yield on a low-coupan gil benefit since p term
funds should have reduced their through derivative contracts. Eblﬂleﬁmthuxmmrttbzna inflation rate isan
allocation to gilts as they became less There is, however, asllwrhninghr wealthy UK indivi A i of their value.
rather than doubling d bath th and investars. have an alternative to risk assets such John Holder
By last year it was difficalt for amy Thﬂemmw many glits with as equities and property. Belchworth, Surrey, UK
reveals the ss:‘lcn of B, and neither O this measure, the Fed is The UK should be doing Germany's current account
o TAE ATl wpu | Aalready innegative equity more to spur innovation didn't canse eurozone crisis
opposite ends of the universe? Meas- “Ara central banks going bankrupt?” 1 agree with John Thornhill that Britzin | In his insightfol Weekend Essay (“The
uring A would instantaneously reveal Robin Wigglesworth asks (FT is "nifty at innovation™ and that jprice of peace”, Life & Arts, September
the spin of B, perhaps trillions of light Alphaville, FT.com, October 107, Cambridge university and Transport 24} john Plender highlights pessible
years away, violating locality. How ‘He points out that the Federal for London's newly opened Elizabeth relationships between globalisation
could a measurement here affect a Reserve has disclosed a $7200n lineare proof of that (“Britain needsa | and geopolitics.
particle way over there? Thim- lised loss on its i f growth strategy for the second machine However, he walks a slippery slope
self derided the scenario as “spooky June 30 of this year. By now, this los is age", Opinion, October 7). suggesting that before the eurozone
action at a distance”, suggesting there much bigger. Twould go further and say Britainis | debt.crisis of 2009-12 the German
may be nor-quantum factors, or “hid- Paul Kuplec and 1 have estimated it excellent at innovation — indeed SCT current acoount surplus affected the
den variables”, at play. at about $1tn — an especially (Society of Chemical Industry) was uumnnéaympbuzlmlnmby
The lanreates were able to prove, remarkable number when compared to founded in 1B81asa global inc 1ph and,
through a succession of intricate the Fed's total capital of $42bn. hub, h ! ked
experiments, thnr this spooky all,gn Moreover, the mark- to—nmloet foss and P i k “in b that resulted in
ment h oper on the innovation out of the lab and into serious misallocations of
ment — between two specially pro- wn;(, 1y, as the Fed will be funding low- industry for societal benefit. The consequences of current account
duced particles does indeed exist yielding fixed rate investments with But the UK should be doing more to I o defici 1y,
across vast distances without any expensive floating rate liabilities, " | ensure we rank higher in the next capital exports and capital imports.
recourse to noo-g; factors. The net interestincome | AND TRY NoT To Leak Too SFeek€D | 3y pa) Clobal Inmovation Index. This ‘That is an economic truism, something
original inspiration for the experi- —just like 2 1980 savings and lnan. would do justice to our industrial that, -wise, abways holds.
ments goes back to a brilliant North- Depending on the path of interest heritage. Surely there are many reasons why a
ern Irish physicist called john Bell, rates, these operating Josses could go Rcm-scckim [g])]g risk for Instead, we have only just filled the country, ke Greece at the time, runs a
wheo mostly worked on accelerator om for same years. “Central bank T s science minister vacancy, with Nusrat deficit on its current acoount by
design at Cern but dabbled impres- negative equity,” Wigglesworth writes, Tusss investment zoncs Ghani's d at the I than it produces.
sively in quantum theory in his down- “coming to a Fed or BoE or ECB near nisumurpﬁsmgummemtmy this month's Conservative party Singling out the German current
time. (Bell, who died in 1990 aged 62, you soon?* is 50 concerned about conference, and we have no dear account surplus may be politically
would surely have won a Mobel were om a mark-to-market basis, Federal minister’s enthusiasm for investment. industrial strategy to spur our green mcawniem.hulm mmet.hanu:at.
he alive today.) Reserve negative equity in size is ‘zones (Report, October 8). growth agenda. We need to d If Equally 18
In the 1960s, Bell signposted a way already here. 1t is well aware that this is the latest we are going to become a “sdence imvestment booms that provoke
of mnh‘lng the EPR paradox, by Alex ] Pollock iteration of the T “idea | superpower”. Britain should also be miﬂllmﬂhluo(m{)turm Are imvesting
how to sniff out non-q semior Fellow, Mises mstitute ih ch d } - the “risk-tak + tobe held bl
tun factors. Clauser was the first In Auburm, AL, US invw.mm!slargeh displaced, rather | and entreprenenrs” in particular in the uses to which the Greek authorities
pick up these ideas ex . than creating new opportunities and science, o ensure start-ups can scale have put these capital inflows?
demonstrating that linked parlicl.es Kwarteng's Budget would | businesses. and develop in the UK, as too many of or have we forgotten that in 2009
showed a high degree of spooky align- havehitgilts without LDI The risk with the new zones is not hese husinesses end up overseas. George Papandreou, the then Greek
ment when observed by detectors; simply displacement, but the distortion | Sharon Todd jprime minister, came to an EU Coundl
Aspect and Zeilinger went even fur- Gillian Tett (*Four flashpoints putting | of land markets, to the advantage of a Chigf Executive, Society of Cherical meeting confessing that corruption was
ther, with the latter going on to dem- financial stability at risk”, Opinion, small namber of land owners. Astaxes | Industry, London SWi1, UK endemic in his coumtry.
onstrate a phenomenon called quan- oxctober 7) states that the British gilts fall sharply in small areas, so over time ‘would we likewise be inclined to

Luln tciepurtahnn. Bctw:e_u thcm.

real andmatziw.ﬂn‘klmrpmu
Hhom was wrong.

[P S U S PO

bets”,
‘This s not fair to the funds. The
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rents and land values will rise,
siphoning increasing smeounts of
foregone tax into a small number of

T S SR SR H

Just one snag using eBay’s
American callback facility
Many readers woald have sald thank

TP

argue that Britain, which for much of
the 19th century exported capital, the
counterpart of ks current. account
sm'pluses.wasmpmmlelor
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to quantium phygrm. says Vlatko  because it clashed with his intuitive don’t.nmuioml;pensiom"‘.ou.obe( like Shenzhen, spearheaded its attention to “Th death of the Hocati 1nthemn:lollheww1d"
Vedral, .\pmlessomlqum'mnn infor-  grasp of physical reality. In the quan- 71, was the “mini” Budget. Chancellor econemic revival, The focus was on company phone numbes ™ (Opinion, Frank Boll
k. nothii i Kwasi Kwarteng would b da iding infrastructure and cheaper — | September 19). Rotselaar, Belgium
ﬂm}nmdmﬂeammbﬂ!dedx until it is measured or ohservad. That gilts callapse whether or not the Inllixllyfme land. Later the For me, a further twist was added
jars with cur beliaf that particles have funds had taken mit asis shifted tn green corridors after 1 sold an ftem on eBay, sent it Who benefits from these
broke the prlnuple of “locality”,  intrinsic properties: surely a bananais derivatives by gearing up their and environmental policy. Shenzhen from the UK to the US via the ssterions explosi(ms"
which states an event that happensin  curved and yellow even when we are holdings of leverage -driven ‘owes more to the enlightened planning | company’s agents, enly to discover it Hiey 2
one place cannot instantaneonsly  not looking at it? vedral explains: nvestments. «of the UK's new city of Milton Keynes was badly damaged on arrival. ‘What a remaricable coincidence. The
affect something very far away. “Thereis no underlying reality of the The unfunded budget deficit caused | {one of our fastest-growing local Resorting to the anline help pages, T | two pieces of Russian infrastructure
Another way of saying this is that  kind that Einstein imagined. How- a rise 50 large and so rapid in interest growth economies) than to the found there was a callback facility. This | that Ukraine would most like to see
nothing, not even information, can  ever, quantum physics does not say rates, in anticipation of massive deregulated non planning of allows you to send a message using destroyed — the Nord Stream pipelines
travel faster f ligh thatth Tt just ent horrowing, that large 19th-century Manchester. your own phone mamber, which and the Kerch bridge — both seversly
To restate the picture 3 happ L b Rosses for holders of gilts were “That said, the idea of spatially generates 2 return call from customer damaged by mysterious explosions
pair of linked (or led”) parti- i} takes that incvitable, and those holders are often | variable tax incentives to encourage services, thus saving the from | within a fortnight ( October
cles, A and B, shooti ofaradio- d baobaul: to new heights. pension funds. Also to blame was the mwhﬂmﬂyﬂwﬂ\hﬂum@uﬂah having to give out its phone number. 10]). I'wonder who did it?
active nuclens at the same moment,  Philip Ball, author of Beyond Weird, a Bank of England, which it seems failed | sound. But it must be aimed at This did however allow me to speak. Sir Anthony Brenton
mwmgauhemespeedbmmowo- well-regarded explainer on quantum towarn loudly enough of the risk. innovarion, net rentier capitalism, as toa real person, who said he would Cambridge, UK
site directions. Quantum theory dic-  physics, offers this description: “Once 1t I clear that, even absent the late Professor Sir Peter Hall, miake inguiries, and ring me back (he
Mﬁtmmad]pmlemmmnmm two particles have become entangled, derivatives, those losses in pension imventor of enterprise aones, wsed to didn't). An email to the UK general OPINICN ON FT.COM
ibleobservable then . . . they are no longer different Fumds would have been very argoe. T means foctsing b manager browght the reply that it A Nabel for an econamic model with real
mawxly until the instant at whichit  objects. They are th ity that quential incentives to encourage high-level wasn't the responsibility of the UK side, | World application
is ohserved, when it "collapses™ inta  you can’t break down.” Most pension funds were b P and in | butall would b if 1 just used m’:::‘:mb‘ﬂd:;mlm"gm
one state with definite properties  Itfeels utterly maddeningtoliveina very aware of their exposure to over- R&D, in partnership with our big city the callback facility on the American ,mw*';hﬁmﬂ,m‘m
(such as position). One such world 30 at pearing risk, and it seems only a very universities: more “thought ports” than | website of eBay. Martin Sandbu
i called spin; and it is possible topro-  odds with our everyday experience. few were guilty of the mishandling of “free ports”. 1 found there was jnst one snag with Lyft seaks a free ride from Calfornias
duce A and B in such a way thatthe  still, on another level, quantum real- which they are accused. Professor lan Wray this: it wonldn't take a UK number to richast
spinof A s related tothespinof B. The ity isneither here nor there, Peter Vos Hesel'lmm.ﬁﬂmﬁr Fublic Folicy, call back, only an American onel i wants 3 climate fax fa fund new vehicles
cmuxlpumlmmlxlgled parhdesls Pension Fund Trustee, Littehampton Practice and Place Holliday and ball out s drivers, wrltes Michael Moritz
ing A's spin ically  Thewriter i West Sussex, UK Universily of Liverpoal, UK St Albans, Hertfordshire, UK i
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Why Tories and Repubhcans cannot do populism properly

photograph by Evan Vool

of the Associated Press has

been doing the cruel

rounds. In the centre, US

president [oe Biden swast-

talks a pair of hurricane-hit Floridians.

slouching into frame, as though

recently turned away from a country

club, is a hangdog Ron DeSantis. The

misgivings some Republicans have

about the Florida governor as a

presidential candidate centre on his

unTrumpian lack of lustre. Here is the
visual distillation of their point.

Bear in mind the context, though.

Biden, a Democrat showing locals the
‘benign power of the state, is in his ele-
ment. DeSantis, a small-government
man having to take federal aid of a kind
he once voted against, is far out of it.

This is the stiffness of an ideol

meeting uncooperative reality. UK pre-
mier Liz Truss, another laissez-faire
zealotin statist times, knowsthe ordeal.

Six years since populism broke
through inthe UK and US, itis clear nei-
ther Tories nor Republicans will ever be
able to do it properly. They can offer the
‘hard cultural adge of aly's right. They
can subwvert constitutional norms with
the facility of Poland’s or Hungary's.
‘What they can't do, at least for long, is
the economics. They can't baild a pater-
nalistic state and put it in the service of
the average worker. The liberal individ-
ualism that France calls “Anglo-Saxon”
will come through inthe end.

Consider the record. Boris Johnson's
concern for the depressed regions

Disease and

wadr aIc

shaping

our economy

Martin Wolf | conomics

As the new IMF report focuses on
continuing downside risks, what

can and should be done?

twas not familiar economic forces
that caused the upheavals of recent
years, but Covid and the war in
Ukraine. This reminds us that the

Finally, Covid is still able to canse
hawoe, at least in countries whose poli-
cies have not evolved sensibly, such as
China, and possibly in Africa too, where

of England circa 2019 petered ouL Truss beat Rishi Sunak among Tory  plainly distinct from the dirigiste conti- — canery. Itgoes against his Freedom Cau-
Trump's rustbelt p jing hi istsell.  nentals. The former can hardly be said cnxanddubfurﬁ‘mmhmnug.ﬂwm
more — thase tariffs on China — buthis  out. As though to repent for her own  tohe populistatall. and by British dard:
main feat of lawmaking was a tax cut  doctrinal heresy in subsidising house- andwhatareudmal]s.l‘hmsma]l m’mbljcspendn:g can the Tories. Their
that might have come from a generic huldcnu'gybllls.ah:mtamunhlﬂm incts put acap on th wouldn't hesitate,
put It ketimefor  bond mark success of a feral generation m‘ Tories  There is something reassuring here
these capitalist parties to recruit think- Themed!a haswsimpljfv plai andRep The GOP coulddoalot.  about the “stich " of national cul-
ers and cadres of a more inter Therel: haout generali- i h ifitshuf-  turesand philosophic traditions.
bent. But each is if anything moving in -~ sation. 8till. it has been an analytictrav-  fled a tad left on economics. Declare a Since 2016, these two parties have

will always

w6 Parties
build a pa
in the

Ihe Dlher dn'ecum ‘The US right's s unul
magnet Florida, where the cultura}
patermalism comes casy (see the curbs
on what schools can teach about sex)
and the material kind comes not at all.

esty all these years to group the Anglo-
Amerlcan right with the Hkes of Viktor
Orbin

truce with Obamacare, tax super-high
earners to fund infrastructure and the

been denying their essential nature.
They have savoured thelr new role as

and Marine Le Pen — whowould  party could have a realignment outside  tribunes of the workers: they like the
restore the French wealth tax — in an thehench of the Supreme Court. 1he wneerdheaxﬂ;mdmandnuybeem
undifferentiated autocratic blob.  politics of Trump and th I But they can't
{Vladimir Putin, too, was routlneh-' Eisenhower might be an unmswerah}e folkow through intellecmally, They can't
classed as part of it bl |  offering. wffer the bread element of populism.
and the ihlicans b keen— the problem i And voters don't live by circuses. Flat-
enbadnersnﬂ}‘)unhseagainshimlhm He sends immigrants to Cape Cod and teryoflhemmeabmnolm@k help
judgment waslaughable. ) other liberal enclaves. Heistongue-tied  for them:
A cavalier way with the rules of the  onthe question of the president's demo- mchu@ﬂlslmeahmtau opponent.
political zame s all that ghies this sup-  cratic lagitimacy. But he can’tcomplete  *[He] loves the working man,” said the
club together. When it comes to the three-card trick of populism. He  oldlion. “Heloves tosec him work.”
the substance of government —whogets  can't add economic protection to cul-
what? — the libertarian Anglos are  tural reaction and constitational chi-  janan. genmeshgft.com

Core inflation has soared across
much of the world economy
The distribution of core Infiation across

countries® (% 25th to 75th percentile range shaded)

T A R

- US Eurorong

Real inferest rates have
risen but are still negative
Real short-term interest rates™ (%)

Japan

The shocks of 2022 are expected
to have long-lasting effects on output

Change In forecast GDP growth®** vs tan 2022
IMF forecast (% points)
o

most destructive forces we know 12 g | == UK = Canada w

are indifferent nature and wicked An outcome of this ¢ of g == Mean - Median l as
humanity. In its latest World Economic  events is that the US has at the same r L _= [Eurczone
Outlook, the IMF stresses the “cost of  timeszen a sharp monetar 8 I 10~ I~ Other Advanced
living crisis”™ and the economic slow-  because nflation has been so strong, & 3 2 15— -~ China
down in China. ¥et the policy response  and yet is in far better economic 4 E
toCovid, theunbalanced recovery from. than Europe or china. This, phus fts ) 4 -0 ~ india
that disease and Putin's war cansad the  usual “safe haven” effect in times of I 25 iissia
former, while China's response to Covid — trouble, ha ilash fathon ° -6 — Other Emenging
caused the latter. Disease and war have  of the dollar. That is potentially devas- -2 L | A z z
indeed shalken our world. tating for borrowers with large dollar- 200002 04 06 CB 10 12 1% 16 18 20 22 | 01 2009 2020 2021 2022 G4 2022 2026

These huge sulplises have also  demominated liabilities. There may not  * 35 coureries o woried GDP parky 5 - aheed =" Curmelative, siace 2021
reminded usit is i toforecast  be a general debt crisis. But debt crises 50070 IMF Haver Andlyiks it Lodiaha
the Oftan moce iuminats ST i s
is of how forecast: e afurther mies, vet more financial m;g Tun. China s Covid policy is equally  macroeconomic policy to be fighting Finally, there is the biggest one:
In this case, one can summarise the  downgrade of the forecasts. Neither a d d debt crises i inofgiobal action. One  eachother. climate. The fund provides an encour-

changes from previous forecasts guite
simply: “Just about everything that
could go wrong has.” In “fund-speak”,
“downside risks™ have materialised.
What were those downside risks?
First, inflation has been stronger and
far more persi than p Ty

fall in global output ner one ln gJohal
output per head is in the

developing economies; and a further

forecast, But a contraction in real gross
domestic product lasting for at least two
consacutive quarters is expected during
2022—23 In economies accounting for

than one-third of world GDP. The

expected: as the WEO notes, “Global
cnre mfl.aﬂm measured by exchnding

recent shocks will, as a result, inflict fur-
ther Insses in werld output relative to

Iy prices, i dtobe

6.6 per cent on a fourth- qu.an.er OVEr-
fourth-auarter basis” this vear. As a

* Momwer.nsla.al\ewﬂmﬂuednm-
side. These include: a worsenine of the

erful countries, The last would further
fragment the world economy and make
impossible any joint approach to 2 wide
range of global challenges, from debt
through teclimate.

Russia's war is beyond the reach of
normal policy. Sanctions have been
tried, but, predictably, have not
changed its course, at least in the short

assumes it will be changed at some
‘point. When and how remain a mystery.
50, what can.and should be done?
First, defeat inflation. As the fund
putsit: “Yielding to pressure to slow the
pace of tightening will only undermine

Third, protect the vulnerable. The
“cost of living” crisis is the worst possi-
ble time to slash spending on the weak-
est. The fund opposes price caps on
energy. | disagree. But they must be
aimed at lopping off extreme price

credibility, allow inflation exp i
to risc, and necessitate more sive
and painful policy actions hner By

d be fiscally bearable.

analysis of this greatest of collec-
tive challenges, pointing out that the
economic costs of immediate and deci-
sive action to reduce emissions are
small, particularly when set against the
benefits, Yet it is already desperately
Tate, What we do {or, more likely, do not
do) on cmissiom in the n:x.J dclcadc

Teversing course,
erswill deliver only the pam of tighten-
ine. with none of . Exnectations

eration hetween China and the west.
svstemic financial crises are another

may
a5 a3 home for surown and other zpedei

Wi should not let the urgent prevent
action on the important. Nor should we
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resalt, nlmmtan( policy has been tight-
ened sharply. (See charts.)

Second, the economic impact of Rus-
sia’s war on Ukraine has been greater
than feared even six months agn, This is
espedalty Imefor Empe aﬁer I.hedm

impact of the war; a resurgence in Covid
or some olh-er pandemlc a monelan
policy that

recession, or one that is too weals, allow-
ing persistently high inflation; a huge
property crash in. Chiss; bigger policy

All pages from Financial Times (Asia), Wednesday, October 12, 2022

s from §

that could go wix

have remained anchored because peo-

need to be mad

let our ent us from

ple trust the central banks to do what m’ehensM-, ameing on wht we must do, In the

they are supposed todo. They must. Fifth, that the l crisis, natural forces
Second, co-ordinate fiscal and mene-  world economy will require co-op bine with b folly. This is a for-

tary policy. T'uisisperfﬂvmmpmhle tiom. An obvi Putinswar, “Wemust end ft.

with central bank e 10 Isit ble to de China this

makes no sense for th pectsof  disaster may i itsi too?  martinwolfigfl.com

Megan
Greene

= the era of cheap money
comes to anend amid a gho-

UK financial turmoil is a harbinger of global events to come

harbinger of anfortunate events to
come across developed markets in the
next year. Governments will spend
more; investors will be the dominant

disciplining force; and oentral banks
will break other thi ing

Aneven bigger potential trigger point
is Ita!y which is particularly expesed to
has little fiscal dis

already under pressure in bond markets
despite support from ECB bond rein-
The yield on the benchmark

the back of inflation.
Even as monetary authorities with-

draw liquidity, mraldth:cnugyuma
Rl

miuch more in the. coming year. At the

Tal central bank

cycle, UK pension funds

have been among the first
bodies to float to the surface. T am cer-
tain they will not be the last. Margin
calls sparked by the funds’ liability-
driven investing (LM} forced the Bank
of England back into quantitative eas-
ing. And yesterday the Bok widened its
bond-buying programme, warning of a
“material risk to UK financial stability™.
The troubles brought on by Chancellor
Kwasi Kwarteng's “mini"” Budget are a

18

end of -, Germany, the pillar
of fiscal recm.nde, almmnmed a€z00bn
investment package to cap gas prices for
industry and consumers lm.o 2024,
‘While finance minister Lind-
ner insisted the extra euros will not be
inflationary, German CPlsoared toa 70-
year Il.l.gh ]as( month and bund yields
it defanlt

to the highest since April 2020 even as
Lindner insisted Germany is “expressly
not following Britain's path® by commit-
ting toa new level of barrowing.

10-year note jumped the most since
befare the pandemic last week, follow-
ing a fiscal warning from Moody’s inves-
tors Service to the country’s likely new
centre-right government. Price moves
inthe next year will be as awift and dra-
maticas they have been inthe UK parthy
because markets are already highly
stressed. The global central bank hiking

FINANCIAL

1ok i i T

and sapped liquidity. This is not a bug. 1t
isthe paint of hiling rates. But as central
‘banks continue hiking, something will

probably break.
With the Federal Reserve tightening

better ¢ lised. That is not always
troe in Europe. And on neither conti-

of better investment strategies, It may
also portend bigger losses to come.

nent can regul be confident about
what lurks in the shadow banking sec-
tor. Even very liquid assets — such as
gl]!smlhei.ll( maybeaswrteuftmu

major cen-
tral banks, the US dollar index (DXY
mdmhasnxu‘l?&perc:nlmtb:
year. Thi
tion from the U, forcing other coumn-
tries to tighten more. And as the Fed
considers a fourth consecutive 75-basis
point hike, the US Treasury’s Office of
Financial Research’s Financial Stress
Index is near a two-year high, credit

grade corp bt is.
:nmuefm'ﬂ:u: UE. Overall, non-finan-
cial corporate debt has reached almost
80 per cent of US gross domestic prod
uct. Roughly one-third of this is rated
BEE, the bottom rung for investment
s will force debt sales
Ilom a number of portfolios, sending
prices down and potentially leading to

The UK's experience reminds us that
central hankﬁ_ha\cze a_very_ﬁne line to

porting financial stability. Afteryearsof
haflouts, investors seem to be ignoring
“this time we mean it” warnings and
betting on a pivot. At the same time,
governments forced to spend will be
working at cross-purposes to the infla-
tion fight. Opec+ has decided to pile on
by cutting supply and raising energy
prices again. Given ofl is largely priced
i dolars, the doflar remains the U cur-

spreads have widened, o
defauits more than doubled over the
course of the summer and Bank of
America its gamge measur-
ing stress in credit markets was at a
“borderline critical level™.

What, then, is likely to break? Post-fi-
nancial crisis, big US banks are much

. TIMES

UK-like margin calls, rency, but the world's problem. Market
Another badyto float will not
this tightening cycle may be alternative  central banks to U-turn and cut rates. A

assels, including private equity and
debt. These have grown rapidly, almost
doubling as a percentage of total finan-
clal assets since 2006, Their losses this
year have been far less than those in
public markets. While this may bea case

financial crisis that kicks off a recession
would, but that would be the worst pos-
sibleway to lick inflation.

The writer iz an FT contributing editor and
ghabal chief econamist ot Kroll

Wednesday 12 October 2082

Lex.

Twitter: @FTLex

Gilts: Kwarteng is
the real Mr Cliff Edge

bearish a travelling
circus of crises wends its way through
markets. The cavaleade is currently
parked outside the Bank of England.

The bank's bond-buying pledge
displaced panic selling from fixed-rate
gilts to the index-lnked variety. That
has forced the BoE to extend its pledge
to “linkers” too. This has incraased
tears of financial chaos ensuing after
the support ends on Friday. Bot the
real Mr Cliff Edge is Kwasi Kwarteng,
not BoE governor Andrew Bailey.

Gilt. viehis msharpty because the
untried chancellor promised tax cuts
o&'upmuslmawal Markets think
he cannat fund this without higher

The main cliff edge isr.henefore
Ewarteng’s forthcoming budget
statement. 1f this — or prior leaks — do
not convince markeds he can cover tax
promises, further turmoil may result.
The Institute for Fiscal Studies says

policies as anti-growth. But markets

follow one truism, eat what you ldll.
Freshly liberated circus bears are
chancellos. He and his

EDF: Meloni could
scotch disposal

EDF should consider lightening its debt
lnad with asset sales after the French
government nationalises it.

Edison, its Italizn gas and power
business, would be an attractive
candidate — if French president
Emmanuel Macron can only persuade
Ialy’s Giorgia Meloni to play nice.

France is in the process of barying out:
minorities in the ailing nuclear group,
EDF will need to solve i
outages and build new reactors. and it
miust do so with €60bn of year-end net
debt and income deeply in the red,
according to S&P Global estimates.

Despite dendals from EDF, the sale
tirning would be favourable, Both
businesses are doing well this year. The

must sq the UK budget
by some £60bn. The IMF has made
its own veiled criticisms, The Bok is
caughtin the middle between its
t and
the government's boose fiscal plan. Tt
has an obligation to stabilise markets
Iout not — lest we forget — to impose
acemmoueﬂlsmm vields do
not in themselves denote failure.
ortionate jumps may.

BoE shonld consider ml]hg back
the end-date for bond-buying support
to beyond the chancellor's statement.
Pushing back the start of its £80bn.
anmual quantitative tightening
programme would follow from that,
thinks REC.

Investors should, mearmwhile,
wonder where the crisis circns will
park up next.

Lenders would be a natural stopover.
Soaring interest rates are net
imterest income. Bt i long gilt ylelds
mear 4.5 per cent keep climbing, so will
risks for lenders, thinks Simon French
of Panmure Gordon.

Retail banks NatWest and Lloyds
have high exposure bo mortgages,
alomgside big common equity tier one
ratios of 14-15 per cent. Non-bank
lenders also deserve Investor scrutiny.

Liz Truss spurms naysayers of her

arm has 64GW of
cspndty of which almost 70 per cent is
gas-fired and the rest renewable, This
unit benefits from electricity prices
that, in the first half of 2022, were
almaost four times higher than the year
‘before. At 5.5 times expected 2022
ehitida, the business might fetch £4bn.
Edison’s gas unit combines storage
«capacity and a portfolio of gas
contracts for supgplies from the likes of
gatar, Libya and Algeria. after a 450
per cent year-on-year jump in Rtalian
#AS prices, on & times projected —
‘bumper — ebitda for this year, the
business might be worth €3.5bn. The
combined enterprise value, after
costs, would reach €7.2bn.
‘That would take a chunk out of EDF's
debt pile. The ﬂlpsode 15 that this price
big mouthiful for

Morecver, the politics of energy are
fraught Traly’s new government, led by
the nationall

Hong Kong stocks: Russian roulette
The Hong Kang stock exchange s frading near a record iow valuation owing to the effacts of Chinas er

Covid policy and weak economic growth, The natural hadge In the Hang Seng indax against e maintand's
weaknessas no longer works. Short sellers are batting on further market drops.

Hong Kong valuation at a record low

— Prica to book multiple  Hang Sang Index
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ensier to pull off if Hong Kong's
market had nd]nﬂhltanl.ldyear
Tow, Falling b

The $520mn superyacht of Russian barrier of 17,000 points. That reflected
billionaire Alexei Mordashov is at Beifing s vow to stick to its zero-Covid
present moored safely in Hong Kong. | policy and the imposition of fresh US
The city decided not to scize the tech sanctions on China.
assets of the aligarch, who is under For years, the Hang Seng index had
175, EU and UK sanctions, an inbuilt hedge against China
Some Russia i e 1 Thi. isted of big Flong
Hong Kong as a haven. That is Komg-focused companies, such as swire
symptomatic its decline as a financial | and MTR, as well s Macau groups
cemmral.‘lmﬂamasohrﬁmloll. indudmgﬁdaxyandwwmm
13 ‘Theeir shares of step with
Mtdmxgilsﬁnumdleﬁmnjmeyw Chinese companies listad in the dity.
Hong Kong. Shares in aluminium Mo longer. Higher borrowing costs —
group Rusal already trade there, the Hong Kong dollar is pegged to the
Other Russian groups have been greenback — sndmmdmnfﬁemign
exploring the possibility of eighing
Kong financings. These would be inrea]mw,mmeprhmareheodirg

for a five-year low. Offices have
mdledmnnrr] -high vacancies. Macau
wling as gaming revenues

wonders whether Ttaly's prospective
prime minkster Meloni would observe
passively in the event of a sale.

frontier markets, have the worst of it
Many are in Africa and, like Ghana and
Zambia, have sold their first foreign
bomds onldy in the past decade or so,
The ratios of debt to GDP and of debt

has come in the form of debt, not
EArnings. Fhla:ldalnnndilim[nr

istic Brothers of ftal: ypﬂ‘ty
‘balk at France
b\wilioselrﬂiln}wmtnsenaﬂan
had resisted.

IFEDF did put Edison on the block
it would be an interesting test of two
propositions. The first is that big-ticket
deals are possible amid volatile energy
prices and rising debt costs. Also, one

emerging
dramatically over lhepaslslx months,
says the IMF's latest Global Financial
Stability Report, Elbhshed yesterday.
The soaring dollar and rising interest
rates threaten to push many couniries
o the brink of sovereign default. The
smallest emerging markets, so-called

1 . service to revenues in
Fronile‘r markets: frontier markets have doublad since
countries on the edge 2010, Bond maturity amovnts rise

slccplvl'mmnextyear but access to
Frontier mark t | markets is imited. Less.
promise of growth. Of late that than $4bn in foreign bonds

comes due this year; that will rise to
$10bn next year and about $16bn for
the next two years. Without renewed
access, the TMF says, they will default.
Mercifully, the coming debt crises
should not be systemic, unlike those
that raged across the emerging world in
the 19308, Governments of Larger
economies from Asia to Latin America
have built buffers of foreign reserves,

5

2000 2005 2010 2015 2020
Source: Boombarg

tumble. The city's benchmark Hang
Seng index has fallen a third in the
past year, more than double the
decline in the mainland Shanghai
Composite index.

Hong Kong's economy shrank 1.4
per cent in the second quarter,
following a 3.9 per cent drog in the
first quarter. The index now trades

US banks:
loss and found

Jamic Dimen is always happy to offer
up predictions about the wider world.
The [PMorgan Chase chief executive
warned this week that a recession next
year could sink the stock market by
20 per cent. He s less enthusiastic
about employing his claLlwvamelot
his own bank's financial stateme

1n 2020, big US banks implemem:ed
the “corrent credit Inss”
reporting standard. CECL forces each
group to estimate the financial hit from
bbad lending well before any borrower
dlstress has become probable or has
occurred, as per the previous “incurred
loss" method. The idea is that when
skies darken, banks are already out in
front of potential financial hits.

CECL's adoption comes after critics
of tardinesa in
marking down thelr balance sheets and
income statements before the 2008
financial crisis. As banks gear up to
report third-quarter results, analysts

belowbook\fal.)e. expect them to add $4bn to thelr credit
Home 1db 23 g Tectivel P
bacoming an international financial Belxgerhmnfcm.mm,
centre of last resart for Russian cradit losses remain muted. The storm
businesses. Their collective has not arrived.
repnnﬁmhasbeenmﬂiedbydte Dhnmhnare‘pmd]ymmdhk
Ukraine war regardless He id: “we
probity, Superyachts and listings iolndtlmeonlheaeaﬂhdwrlung
{rom Russia will prompt fastidious ia virtually irrelevant
sailors and chief executives to moor for the bank.” He has also noted that
up elsewhere, the $15bn in loss reserves that CECL
forced the bank to take at the outsct of
th: andemic was eventually reversed.
interim, the bank’s capital ratios

developing deep local financial
markets; Brazil and Indiabmw
almost exclusively d

were hurt by the paper accruals.
A principle of accounting is
Dimon contends that

But local market conditions are
l@temnglmp‘arw to fight inflation,

CECL figures are both mysterious and
mtlndlca.dveo{ahank's undeﬂrl.ng

s L L
ﬂmmm:mmmm studying whether the timing of lnan
emerging market bond funds this year, | loss acaruals curtails ar encourages
split roughly equally between local and | lending at the appropriate time of the
foreign currency bond funds. Even in business cycle.

their own currency, Next year should prove an intriguing

;, governments
cannot borrow ad infinitam. Spending
on debt service drains money from
productive investment, stymying.
growth and stokling unrest.

Fixing that problem calls for tough
and fiscal decisions that
e
decades. With financial conditions the
tightest since the global financial crisis,
this will not change soon.

test case, The warnings of economic
doom tomorrow are set against a
mosthy healthy economy today. That's
just the kind of fuzzy hypothetical that
irritates a big bank boss.

Lex on the web
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1 Thrash dough (5)
& Concerning dreams about one being
Trapped in Clapion? (7)
B City In Europe fo fall in discussions (83
% Promptly give out number when
recaliod (4]
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10 Leave all but compaser (&)

1 Simpla arganism, | note, small and
terribly dull externally (5,50

12 Go before stake, church adhering fo
wvacuous doctrine (8}

13 Dog almosT cafching favourine rabbir

(&)
15 Indonesian sione transporfad around
Island (&)
16 Bird 15 something sean around kstand
)]

[1:)

7 Contalned protesters with strange
Instrument (102

19 Digging by Truro on vacation (4}

20 Times covering Trendy revoluticnary
shack (5}

1 On reflection, yes, gatting fine always
brings comgplaint (3,5

23 Starts shooting In prisons, press going
outside (5,2

264 Viewing problems perhaps caused by
22 on the way (52

DOWN
1 Utter pillock inifially runs against fast
cat (9
2 Opposition fo purchase now TTainae’s
classos (5100
3 Infernational currency developed by
City University (D
& Baar grudge and fool English political
disciple (7}
5 Seff-Inferast and seif-concern, say, not
crimes when reviewed (10
& Quirageous Oscar is prefly clever,
with hindsight (15}
7 Buayancy aid reached over lake (53
T Developing respect without missing
royal staff? (10
14 Haads of army iInvading Twrkey
putting leck around befrayer (31
16 Service vessel with line up abave (7
18 Muse or Queen fattoos regularly seen
9]
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= of £19,000 a year to send a child under |I'|Side
the age of two to nursery in Londeon ona
h | | r e T Core competency Restaurateur Clare Smyth
increase of 60 per cent between 2010 : Next generation takes

founders tackle
dysfunctional
UK system

A mix of private providers and patchy funding
creates barriers for parents, writes Bethan Staton

une o'sullivan was a single

mother working for the

Mational Health Service in Lon-

don when she was first con-

fronted with the flaws in the
UK s childcare sector.

She was dropping off her son atanew
nursery and struggling tohelp him set-
tle when she was met with abuse from
the manager.

“They screamed at me and said,
you're an Irish single parent, [ could
have given this place to a docter,” she
recalls, I thowght: there must be a way
of doing this that's fair and right.”

That was back in the 1980s. But
women n the UK continue to struggle

o'sullivan has built the London Early
Fhlmdatlun into oneofthe Iargest
“Childecare is such 2 crucal sh'\m‘.ural
issme,” she points ont. “By down-valuing
it, we're putting the country at political
isk”

Lack of access is a problem, and its
causs i complex, but experts say much
af the blame lies with the UK's muddled
mix of private providers and patchy
government funding,

Private providers supply the bulk of
nursery places in England, funded by a
combination of government money and

and 2021,

As a result, many families have to
spend large jons of their income
on childcare, while others cannot afford
o sand their children to nursery atall.
According to UK think-tank the Insti-
tute for Fiscal Studies, more than half of
tamilies with pre-school children did
notuse pakd-for childcare in 2019,

For parents, the lack of childcare cov-
erage for younger children, or for the
full year, means eye-watering costs are
hard to avoid. For providers, the money
the government offersis not enough.

Last year, an investigation by the
Early Years Alliance, which represents
parts of the sector, found that the gov-
ernment had estimated that adequate
nursery places would cost £7.4% per
o per child. But, in 2021, it gave nurs-
eries an average of only £4.89,

Christine Farqurson, a researcher at
the 1FS, says the funding shortfall
makes it difficult for childcare to fulfil
either of its purposes: to help parents
return to work, and to give children a
good-quality education before they
start school.

Insufficient funding becomes a drain
on family finances and it is more Iikely
tobe mothers who cut down their hours
or step out of work, Research also shows
that nurseries in the most deprived
areas are more likely to close than those
in wealthier neighbourhoods. To cover
costs, providers rely on charging better-
off parents for additienal hours, or
extras, such as nappies and meals.

Many female leaders in the sector feel

g All 3-and 4 14
¥

a:eenﬁﬂedwdrherlsorwhomof

that p fall to ise the
importance of earfy-years care in edu-
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stage in climate debate
Younger activists push
for better female
representation

at the
next
CoP27
summit
Page 2

Abortion palicies bring

complexity for staff
Women risk judgment if
they show differences
with male peers

Fage 2

What was
your first
job?

Six
leaders =
who have
made a
mark recall how rearlg.r
work experiences
shaped their careers
Fage 2

Expert witnesses:
where are the women?

with a childcarc system that is cxpen-  free childeare during term time, and  cating the next generation, promoting - Campaign aims fo widen
sive, dysfunctional, and retains mamy  most parents qualify for tax-free child-  equality, and supporting families to the DOO' of female
problems of the “unfair and broken”  careb i that. However, ‘work — in part because it is often seen as Clare Smyth, the Gordon Ramsay Whirtie how the upscale west Londan cpecialists testifying in
system she encountered. Tunding does not go far enough. a"women’s ksue”, profége and founder of thras Michelin- | dining room thrived amid the chacs of p iying |
Yet women are also on the frontline According to Coram Family and “Childecare is deeply political but they stamed restaurant Core, fells Matalis the Covid pandemic. Page 3 courtrooms

trying tosolve them. inthe past 15years,  Childcare, a charity, it costs an average Comtired on page 5 Fage 2
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Women in Business

Corporate abortion policies complicate choices for female staff

Brooke =) 5

Masters : 5
A W

At the start of this century, the
standard advice to female workers was
to keep their health issues as private as
possible. Bosses, most of them male,
ol i
m 2 let
period pain and menopanss.

Things have changed. Employers are
now more involved in women's health

and Elack Lives Matter also had an
impact, albeit indirectly, as they
prompled many e'mployers to set up or
give more power to affinity groups,
including those for women. These, in
tumm, began asking companies to

And, in the US, the Supreme Court
decision in june that overturned
constitutional protections for abortion
rights has taken corporate involvernent
up another notch. A wide range of
companies — inchiding Amazon,

who

pro\.fldemes’uppmforfemle angtmpandm have pledged to
iencing di 1 expenses for empl
paindmmmenopallse.mmumﬁum mﬁxcedmleawﬂldrkmnemsm
and IVF bortion services.

" “Itused to be the case that you could
be silent on these issues and that was
the safest way to go,” says Rupal
Kantaria, a partner at consultancy
COliver Wyman, who focuses an
inchision efforts. “Now, there is
pressure on CEOs to take a stance. It's
wery impartant not fo see these as

than ever before. The Covid pandemic | isolated issues. 1t's all about the
brought down some barriers, as many poahinnofwmiuﬂ:ewnrkphcz
managers and human respurces
departments realised they needed to I.uﬂmU'K.mmdmnSOOemph}m
check regularky on the physical and induding the civil service, drugmaker
mental health of emp who wers and the BEC, have
working from home. responded with public pledges to
Social movements, such as #MeToo | support women during menopause.

Some went even further. Clothing
retailer Patagonia, which has a history
of taking progressive stamds, said it
would not only pay for abortion care
and out-of-state travel, but would also
cover bail for any employee arrestad in
an ahartion rights protest.

‘W are a long way from my early
days in the worlplace when many

healthcare plana did not even
cover oral contraceptive pills. But T
worry we have not come as far as
optimists would have us believe.

Companies seeking to support.
women through the plrysical effects of
menopanse are finding that it is casy to

put policies in place bot much harder
to make the programmes effective.
Many managers find it awkward o
launch nitty gritty discussions
sweats and hot flashes, and that can
discourage staff from seeking help,

“People are comfortable talking
about LGBT( and race issues even
though they are straight and white, but
men worr't talk about women's health,”
says Kantaria.

Female employees are also wary of
being judged or found wanting if they
admit to differences with their male
peers —and cvidence suggests they
‘may be right to be concerned.

Menopanse is at the heart of 2

It is easy to put policiesin
place but much harder to
make the programmes
effective

growing mumber of UK employment
discrimination claims. And a 2017

study in the Academy olmmgemmt

professional support,” Rhodes says.
ringing abortion issues into the
workplace will further complicate the

Journal found that women and choices for female employees. Some
minorities are penalised inworkplace | people are squeamish about
when they engage but. others are profoundiy

mbehawounhatopenlyvalues uncomiortable with, or actively
diversity, while white men are not. oppose, abortions, Often coupled with

Companies that have struggied with discomfort around female sexmality,
this issue arcund menopause say that such views are bound to affect.
omsoll.u!onislohmgin wtsice managers’ attiudes towards women

help. Drinks group Disgeo | who seek abortions.

first issued its global menopause
guidelines in earfy 2021, bulcamlme
Rhodes, global i diversity

director, says the company 15 still
warking oat “how do we imlock the
Laboo conversations . . .
don't feel daunted”.

In June this year, Diageo made the
Ralance+ smartphone app available to
all employees. This allows them to
diagnose and manage the symptoms of
menopause, whether or not they feel
comfortable talking to their bosses
about it. “Don't be afraid to ask for

0 the men

Abortion coverage is largely being
offered through employer-paid health
insurance plans rather than directly,
It it is not clear just how private these
services really are. In addition, a
number of the companies now offering
these benefits have a history of
domating to anti-abortion politicians.

Tt would be nice to believe that
companies have fully emerged from
the dark ages when it comes to
supporting the health of their female
employees. | fear that we may still have
a long way to go.

Climate A letter signed by 500 leaders from around the world is calling for a 50:50 male-female split in the COP27 leadership team, writes Philippa Nuttall

Young women
take their
place in the

| . T
oo male, pale and stale”
was how Mary Robinson,
former president of ireland,
described last year's inter-

national climate negotia-

tions at the Conference of the Parties

R

debate

COF agenda by taking the floor in Mar-
rakesh and demonstrating to negotia-
tors how well-qualified women had
been passed over for top positions. Her
intervention led to an agreement to

Ib:pumupanmol'wouxnal

R S e e e T

Climate
campaigner
Mina Azzahra at
COP2&in
Glasgow

Girls are
victims [of
climate
change]. If

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F 12&ts= 20221011193038&uq 20220804103507
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W L,
“Gender” first appearad in the COP

S L R AR T
* ttwas not until COP1S

process in the text approved at the end
of the seventh annual climate summit,
in Marrakesh in 2001. Bat, 19 confer-
ences later, the goal of “gender balance”
— im either the N bodles vmrklngm
climate change, or in the d

in Doha in 2012, however, that the goal
of “gender balance” in dimate negotia-
tions became official. But, since then,
progress hasbeen slow,

Anmial mpons published by the T
ion on Climate

that negntiate the agreements aimed at.
reducing emissions — remains elusive.

Women were far from equally repre-
sented at COP26 and the balance is
unliksly to shift radically at this year's
meetingin Egypl.

sehind the scenes, however, women
have laid the groundwork — and a
younger generation is coming of age,
with an unwilli tobe shad

Change mzhiJBlta “persistent lack of
progress” and the "urgent nesd” to
improve the representation of women
to achieve long-term climate goals.

More on FT.com

owed by old boys" networks.
Environmental lawyer and climate

activist Farhana ':amm started working

on inter

1991 — hefore the first COP was held in

Berlin in 1995, Aside from Angela Mer-

‘Would efforts to tackle dimate
change benefit from more women
taking the lead?

Read Cara Wilson's winning entry to
The FT's 101h annual essay

which answared the

kel, then ¥ min-
ister and COP president, the meetings
were “totally male dominated”, recalls
Ym‘nin. “The amount ?EmrE sex,l:m

above question to win a free
executive MBA place,

Itwas Yamin whe got gender on to the

business
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‘Women occupled 39 per cent of posi-
tionsi Sirnate bodiesin 20

22, com-

pared with 34 per cent in 2021, the most

risks climate change posed. After serv-
ing on the boards of various charities
and, with her hushand mzﬂz\gﬂw first
chair of at

recent report shows. Yet, th iber of
women appointed as heads and deputy
heads of national delegations dropped
by 1 per cent Last year, reversing a more
positive trend since 2018,

In total, women made up 37 per cent
of national delegations at COP26 but,
even when pressnt, female voices ware
often not heard, with women account-
ing for only 2% per cent of total speaking
time. The chairs of the negotiating
groups in Glasgow were also “predomi-
nantly men”, the report states and, dur-
ing plenaries, women took up a mere
23.7 per cent of the speaking time.

Bianca Pitt was working n mrpomr.e

inthe UK, and

Tnsead business school, Pitt set up an
informal women's emd.mnme'n:xl net-

Younger women, though, are already

inging change to the gender balance.,
At COP26, only in the 16 to 36 age
Ibracket did women speak more than
men in plenaries, mldng 76 per cent of
the Ume cumplmd with 5.8 per cent

workin2020. Th i
when members realised that the UK’s
COP26 team contained not one woman

chairs). A similar trend can
be seen among youth climate activists,
sEr ften femal

they want
fosay
something,
they will not
beshy"

A more diverse range of v»lces out-
side the main negotiations
those of fernale climate am:hrlsu and
indiganous women — can create change
inside the official processes by focnsing
jpublic attention on what is happening,
rameerah Hameed, a policy spe-
clalist, who lives and works between
1 dtheU

Fift

-old Ind climate

ina top position. Th was the
She Changes Climate initiative.

campaigner Nina Arzahra was one of

thisyear,
sentaletier, signed by 500 leaders from
£ o i

around the tothe

dees at COP26 In Glas-
gow she says Lhat at no smge did she
feel agirl. “Girls

More notice should be taken of
women from the Global Soath, such as
sherry Rehman, Pakistan's climate
mlmster adds Hameed. Rehman has

! ahmtﬂ:elbd:bemeeuglobni

dency calling for a 50-50 B‘jl)lll of men
and women in the COP27 leadership
team. In the longer term, the signato-
ries want the UNFCCC to have a man
anda hm\anaswpreﬁdemo{every

ey

finance rith her
first child, when she fully realisid the

1L Jy five famala COP presid

arevla:lnn [«demaT.e(haJ‘tge], Azza-
Tra says, adding that girls are often
responsible for collecting water in
poorer countries and, as mothers, are
on the frontline of managing food
shortages, *If they want to say some-
thing, they will not be shy,” she insists.

fered by her country,
“When we have a strong vnu:e \‘Jnt
ds the COP
weﬂmthe]angl.la@eofuleﬁhbalmm
that can be super powerful,” says
Hamesd.

How did your early

An early casual job or internship gives
young people an insight into the world
of work. six women wha have made a
mark share their experiences with the
FT's Maxine Kelly {waitress, fruit &
veg sorter) and Harriet Arnold (bed-
maker and tomato picker).

Richards. chi =

you were tired, But it was also fun. 1
worked with a great bund: u( people,
there was truat,

WOrk experiences shape your career?

1had to collaborate with a wide group
of pcuplc clinicians, rural midwives
igious leaders — but 1 alsa had to

derie, and T think those are all things
that I've looked for in every job T have
done since. MK

Dame Vivian Hunl, former
senior partner at McKinsey

Fidelity
1did a few different jobs in my teenage
years but perhaps my favourite was

1 joined the Peace Corps
for a two- to three-year

workingas an usher in a concert hall period after university. [
‘The basic joh wasta checlk tick d  wanted to gotosuh-Sah

show people to their seats, The Incen-  ran Africa — somewhere

tive, of course, asa teenager, wastoget  where 1 could Jearn French —

tolisten tothe concerts for free. Ome reg-
ular for fall-

and | was especially interested
in

ing asleep part way through perform-
ances and he would snore extremely
londly. Wheever was looking after
that section of the hall that
night had to.give him a gen-
tle nudge to wake him up.
He was always aston-
ished that anyone imag-
ined he'd fallen asleep!
The most valuable les-
son for a pretty gauche °
teenager was the realisation
you could have a major impact
on how much people enjoyed their
evening, just by how you treated them.
The job also taught me commitment —
you couldn't not show up just because
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transferred to midwifery in Sencgal. But
Itook it because, as a young person, if
you get three out of four of what
you're looking for, you take it
And it really changed my life.
we were based in the
infirmary, but most
healthy routine births
took: at homewitha
family midwife and no
contact with the healthcare
system. 5o, by the time we
would see the births, they were
already very complicated. It was trau-
matising; T was a young person whe
didn't have clinical training, 1 also had
never had a child myself at that point.

Soon enough, | was

collaborate deeply with the families.
Some of the work T do even now, about
how to tailor and measure ESG impact
and healthcare outcomes, is
defined by the stakeholders,
not just financial metrics —
you can see echoas of that
right back in that first
cxperience, MK

Michelle Ong, co-founder
and creative director of
Carmet
My first job was my only job. 1

was apprenticed to the first diamond
importer in Hong Kong. I had just grad-
uated with a degree in sociology from
the University of Torante, but 1 had
always loved jewellery and gemstones,
and back in Hong Kong | decided to fol-
lowmy heart.

Ttwas a small business, soTdid a bit of
everything: sorting stones, meeting
;, taking the stones to clients.
There were vary faw women in the dia-
mond business at the time and, often,
clients would ignore me and only deal
with a man, even if he kmew less. But it
neverreally bothered me.
1 also learnt how to manage a busi-
ness. The disadvantage was that the
importer wasn't at all interested in

* FINANCIAL

design, | simply began to desim my own
jewels and have them made, and my
business grew from here. Perhaps the
greatest life lesson from that first job is
that it taught me that T could do what-
ever I want. MK

Anne-Marie  Imafidon,
founder and chief execu-
tive at Stemettes, and
author of She's in CTRL |

Cpictured right)
AL 15, 1 did a five-week |
internship at Deutsche ©
Bank as part of the Wind-
sor Fellowship's “I Have a

Dream” programme. | was

7
wirking in the technology team that

supported HE processes, assisting with
the rollout of the annual review process.
1 was speaking to all manner of folk
across corporate levels and depart-
ments, The experience made me feel

g

yourself — and that the people following
you respect the openness more than you
pretending to be what you think a man-
ager shoukd be. MK

Jackie Henry, managing partner for
jpeople and purpose at Deloitie
T started working in my dad’s
grocery store in North Bel-
fast [from] when 1 was 15
up until I went to univer-
. sily. Every Saturday, you
~ could find me na:kjng
shebves, onthe till, or chat-
o ting to customers, along
with dad and granddad Her-

bie.
Working 1n the &hop tauzhl me a

Deloitte; and, on a Saturday, you could
buy a 10 pence sweetic mix off me inthe
shop! MK

Frances O'Grady, general secratary at
the TUC

1 was a papergirl, a small 12-year-old
carrylng a big bag of newspapers. Then,
Iworked in a corner shop, which [ hated
bacanse I was on my own just sticking
Prices on groceries. Alsn, the boss liter-
ally counted out every last penny colned
mmy wages — he never rounded up.

But I loved my next job in a newsa-
gent. Tread every newspaper and maga-
zine, and | met lots of . ] was curi-
ons about the world. A job gave me
mmey inmy pocket.

The owner was ]D\'th'. a

nmumgubuxms.mamgmgmstum
ersand tonot tak ricashy. 1

rIm ommormngtwasmmwngt}n

that, with my tech | fedge, 1 conld

belong anywhere and it gave me the

confidence b talk to anyone, no matter
ir stabus.

It alzo gave more detail to oy ambi-
‘tions. I knew what envi:

asmamgms partner, Tean apph'the
fundamentals I learned from that first
job. My strength is connecting and lis-
tening to people and hearing their pref-

ronment looked like and knew what my
life conld look like if 1 joined it. There
were twomanagers of our teamn who had
wery different approaches, Tlearnt that
you can lead as your whole authentic
self without having to hide aspects of

TIMES

Iped me put in place

a

own way. She gave me responsibility,
but was also protective and dealt with
any creeps who came in. And she was
forgiving, such as when 1 turned off the
ice-lolly freezer by mistake, Cne of the
great losses in work today is training

and pastoral care — the informal coach-
ing and bmslnavmns Peaple au {iat

AQD
that, thougl.andl'veahohmd ofshop
‘auntie”.

icies.
Treturned to my first job a few years
ago tohelp out when dad became unwell
— during the week, | was a partner at

1 still get my batteries charged by
meeting people, and T'm still curious
about what happens behind the
scenes. HA

Women in Business

‘A crisis feaches you how adaptable you are’

Interview Clare Smyth,
founder of upscale
London restaurant
Core, tells Natalie
Whittle how she pivoted
the business to survive
Covid lockdowns

hego:pi:allt:;dndum was

at

nmicd:lz:?;)c wreaked I:ty
Covid-19 — but one jewel in
Londen's fine-dining crown

found some creative ways to improvise

tor survival.

When Clare Smyth opened her first
restaurant in 2017, she wrote the busi-
ness plan, negotiated the property lease,
and shaped the interior destgn. Mot all
cheks roll their sleeves up this far to mur-
ture a new business, but Smyth had
ahsorbed a lot about the trade after
almost two decades at the Gordon Ram-
say Group.

Joining as a kitchen junior, she rose
through the ranks to be chef patron at
the Royal Hospital Road restaurant.
“Ewven as a sous chefl at 25 years old [at
Gardon Ramsay Group), I would go to
the hoardroom and go through the
profit and loss.” she recalls. “T've always
bbeen interested in business™

The result is an upscale dining room,
Core by Clare Smyth — a sleek celebra-
tion of British produce and artisans,
which won three Michelin stars in 2021,
Despite luxury signals emitting from
every square inch of the restaurant in
west Landon's Notting Hill it hasa repu-

t-h,

tation as one of the more ral

R th tals food

Core had yet lo its third

Core’ pivot to di
klls — 2 move common among other

birthday, however, when Covid-19
forced the restaurant to bolt its doors,
“The first three years are really crucial

e an hoinees " @muth smes. and it

li but executed by
smyth and her team with Michelin-
grade flamboyance,

“Our B3 dellvmd Itin core unl

ship", Suryth says. T behind
it was not heavily financad by imvest-
ment or debt. “We didn’t have credit,”
she explains. “There was a bit of bor-
rowed money from the bank, and some
of tny own finances, but we didn't havea
h"sebﬂdaﬂ-"

Core comp i ivity and a
loyal following meant founder Clare
Smyth could keep staff an full salaries
during Iockdown — duore Mawr e haFT

budgets as available staff negotiate

Wapges.

“Globally, there is a stalf shortage that
goes in waves,” Smyth says, “We see sal-
aries infiating astronomically in hospi-
tality, which is unsustainable. 1 just
spoke to someone in ltaly and he said
[that] from Tokoyo to Milan it's the same
thing" Her headeount at Core now fluc-
tuates between 50 and 52 people,

The classic tasting menu with wine
palring comes to roughly £330 at Core,
before any cocktalls or truffles have
been considered. Prices head north for
the more complex menus, but Smyth
insists this still offers good value com-
jpared with those charged by her peersin
Europeand the Us.

Food costs have been rising since
2019, and are now 35 per cent higher
than they were then, she says. On top of
that, the cost of energy is “huge”, which
Smyth manages on a quarterly basis, to
e able to move with the market. *We're
negotiating a new rate for ashort term.”

The emphasis at Core on Britizh pro-
duce has helped protect it against higher
import costs, But by far its biggest
weapan against economic and geopoliti-
cal turbulence is the fact that many of
Core’s customers are untouched by the
cost of living crisis. Demand for the

bles i salid: “We SR
boak 91 days in advance at midnight
and it's filled at midnight,"” Smyth says.
“we are in a bubble; we're lucky at the
hexury end of the market and we havea
big American fi

Smiyth stays on top of things by being
at the restaurant every day, unlike
many chefs who have their name above
the door. Every cost is scrutinised. asis

This principle was applied to thecus-  any food thrown in the bin. *¥ou count
tomers who had Coreat Home  the money at the end of the day ..
dinners, who were given priority book-  Spending on lmshﬂ.wmfnrexamme,
1ng ance Ehe dmllns TOONL rEop d lswnn.hlc. ys weigh up.

the

whaole thing that was horrible but it

teaches you howadaptable you are.”
@muth franmanthe cradits har team of

A slster restaurant, Oncore, opened in

Sydney in 2021 to buzzy reviews. But,
ferr e @t ix keaonine har nowdor
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PO —

been a rollercoaster, for sure”

Aswell as facing the pressure of man-
aging a dedgling business as the pan-
! hold, she also ied ab

T

the entire sector’s chances of survival.
“When the lockdowns came, 1 remem-
ber looking in the mirror and asking
myself: Are restaurants even going to
exist in the future? How am T going to
miake this work?”

At this juncture, Smyth used a busi-
mess intangible to keep the cash flow
going. She already had a reputation and
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menu, we had playlistz, flowers, cham-
pagne . . . We were also selling truffles
and caviar”

The “dine at home” restaurant took
about 450 covers each weekend, which
exceeded pre- p@.ndemlc booldru nom-
bers. Pa and logistics
added costs, but “we were able to break
even”, Smryth says. “Tt covered the whale
time we were cdlosed. It brought us cut
on zero. We kept our entire team on full
zalaries”

Core has always been run as a “tight

hushand, is co-director of the business
and e e it D
Rose, restaurant director, and Jonny

Bone, head chef, are her “right and left
hand”

Smyth has a reserved, warm persona,
and part of her business acuity lies in
her understanding that restaurants are
built on hew they make their customers
feel, “We try to make sure that every
guest wants te come back. It's about
being grateful for every customer that
walksthrough the door™

‘We see salaries inflating
astronomically in
hospitality, which is
unsusfainable’

e v . sramnn

“briliiant p:lnpae many of whom she
has worked with for long periods. A
tight team is needed for a relatively
small restaurant to attain three Miche-
lin stars, and charge commensurate
prices that in turn support the payroll.
Turnover for the last tax year was
£5.3mn and the forecast for this year is
£5.5mn. Profitability, however, may suf-
fer if food and encrgy costs continue to
fluctuate. In addition, the dwindling
numbers of hospitality workers post-
Brexit conld put pressure on payroll

ORI,

dry. *1fael like I'm sitting tight with eve-
ything,” she says. “We have been look-
ingat other sites [in London] but 'mnot
in a rush unless something amazing
comesalong”

Such prudence, in the end, may be
the most potent ingredient of her suc-
cess. That and a high esteem for the
walue of a strong team. “The people
around me are the best,” Smyth says.
*They've invested in themselves and
they care about what they do. That's
the foundarion.”

Expert withesses: why are
there barely any women?

Law A campaign
is under way to
widen the pool of
women testifying
in courtrooms,
writes Jane Croft

xpert witnesses are used in

Ic::'mplex legal mws to

cexplaina te topic

o np]‘lldne or arhitrator — :\Eli

can hail from fields as varied
asmedicine, law, and accountancy.

A chemist, for example, may be called
to testify in a complex drug patent dis-
pulte;or an accountancy expert to testify
about potential losses suffered by a
company after a fraud has been discov-
ered. In each case, the expert witness’s
overriding duty is te the court, and they
must provide truthful, impartial and
independent opinions.

But a disproportionatzly small
number of these experts are female —
which has led tothe lannch of an initia-
tive to increase the number of women

ing as expert wi i cases
and arbitrations.

The Equal Repmgenmﬂan for Expert

more wnmen o put memelves for-
war,

Kalhr Britten, co-founder nl’!
expert witnesses campaign

that the right expert is available to do
r]m]obﬂm' a parw:ularfield“ she says,

aswell ansuppaning their memm‘lng.
5o far, 496 signatories, including mere
than 70 organisations such as law firms,
have signed up to the cause.

“we felt we had to do something
about this, as the proportion of
appointed i witnesses [who] are

propar-
tion of women acting as expert wyl

resentation of female arbitrators, which
‘Thas seen some success.

The Equal Representation in Arbitra-
tion campaign was launched in 2015 in
recognition of the lack of women on
International tribunals. Supporters sign
apladge to seek to increase, on an equal
opportunity basis, the number of
women appointed to the role,

Sylvia Noury KC, co-chair of the ERA
and an arbitrator at law firm Fresh-
fields, helped setup the call to action for
the arbitration commumity.

The pledge has 4,129 individuals and
983 organizations in 143 countries as
signatories.

“In the past, it has been clear that
qualified women haven't had the same
oppomm!ues as qualified men to sit as
arbitrators,” N

Female-led social enterprises tackle
dysfunctional UK childcare system

Continued from page 1

see it as "those little women over
ere’ . . . [and the subject i=n't given]

the seriousness it deserves,” 0'Sullivan

observes

Febecca Swindells founded The Elue
Door Nursery, in Seaford, south-east
England, after working in primary
schools for 15 years. She says the major-
ity of small marsery chain founders are
focused on giving children the best start
—despite the tight finances of the sector.

“‘Fundammallv. nurseries are
started by education professionals who
start businesses to provide childcare
and education. This isn't a sector that
you o into to make big bucks.”

smaller employers in the sector can

102019, more than half of familles did nat pay lormmoou childcare =

than other businesses, she adds — such
as giving staff time off to care for their

allowing more time for

oury says.
*Things are ch S Aty e

nior end of th um,” | p
she adds. “[cmnu] are now Increas- “It's not  profession that people work

ingly more willing to appoint a woman
arbitrator, with the pool of qualified
women becomingmore visible.”
Clients will even reject a list of poten-
tial arbitrators if it does not contain a
fair representation of women, often
quoting their obligations under the
, Noury notes.
According to the latast gender diver-
sity report, pnhlishedinseptemberhv
Cross

infor the money,” she stresses, "We have
o make it attractive in other ways — for
example, bv eﬂtrmg staff d|lfrrenl

Aswell asmonetar; be:nellls. Dunne
hopes the shift will give employees a
greater sense of agency and control

More on FT.com

kinds of , such as fl

with hours or allowing them to develop

their own skills and interests at work.”
Other organisations have adopted

‘more radical approaches, such as offer-

ing employees a stake in their nrser-

ies, in the face of challenging financial

der dmrﬂtyatﬂ!lmznmunnxlcmn
il for commercial Arbitration, the pro-

nesses, Buta portion of d s arbitra-
mﬁmeCEndQneequryUm mhxsneadyduubledmﬂnhvewm
wversity showed that, between 2014 and  to 2021, from 12.6 per cent in 2015 to
2018, just 11 per centof the 180 awards  26.1 per cent. More than a third of all
made in arbitral proceedings adminis- i by arbitral instituti

tered by the International Chamber of
‘Commerce in Paris and New York used

women is really shocking,” says Kath-
rynBritten, a ch d and
manamng director at glohal consulting
firm AlixPartners. she began the cam-
paign with Tsabel Santos Kunsman, a
Us-based oolleague at the firm.
Britten is a senior forensic accountant
wha has acted as an expert witness in
commercial disputes for 30 years. she
has provided opinions en matters such
as accounting fraud and auditor negli-
gence inseveral high-| cases.
“This is really about making that peel
of expert witnesses that are available as
wide and as broad as possible to ensure

Dimul;rrr]es also show a pancity of
female experts. Last year, in the Who's
Whao Legal expert witnesses directory,

are now women, increasing from 24.9
per centin 2015t 37.9 per centin 2021
There are hopes that similar strides
can be made in the field of expert wit-
NESSes.
Britten podnts out that many of those

]ustlsperwmoflheﬂcpmlstedme who beoomeexpen wilnessea can nse
female. Similarly, the list  the exper tod careers,
of The Expert Witnass Inzﬂnneisunty arewnmnl:ehmei:main)ob

15 per cent female. Just 12 per cent of its “It has gone from something that peo-
finance experts are women, and just 8 ple did as an extra to something that
per cent in its medical category (other  people are doing as  full-time job,” saya
than nursing). In cnnamlcﬂnn ,just 4 Eritten. “Oneof the benefits of deing it is
per centofth itsafk tl every day is differ-

The new nam'pa@'] l:umpl.ememx an

ent, and yauare thnuaﬂy challenged

intellac

existing push to imp

* FINANCIAL

Anne-Marie Dunn, who buile muli-
nursery chain Kidzcare into a 150-em-
ployee business with an annual turno-

FT readers: Childeare subsidies will
Telp women return 1o the
workplace

Respondents fo a global reader
survay kst manth argued, among
othar things, that policymakors and
empioyers should help shoulder the
costs of childeare. What are your
thoughts?

over how the basiness is run, resulting
in better outcomes. “They're starting to
think, in a small way, this is my money
we're spending, this is my service we're
delivering,” she says. “One of the joys is
transforming the lives of peo-

le ... . [employees”] salaries and their
lives are gning to be really different.

The Lendon Early Years Poundation
has adopted a social enterprise model
that cross-subsidises fees for poorer
parents, All profits are redirected to the
soclal business, rather than being paid
out in dividends, with the sim of resery-
ing 35 per cant of places for disadvan-
taged children.

o'5ullivan hopes businesses like hers
can contribute to the wellbeing of chil-
dren, their families and communities —
and the longer-term needs of the coun-

ver of £3mn, this year sold 100 per cent View the survey findings at ft.oom/ try's economy, too. *Our way of doing
of her shares to workers via a trust, reports/women-in-business business adds value to the economy —
‘making it the first fully employes- ir’snot to be down-valued,” she says,
Contributors
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SOME PLAY ON A COURT,
OTHERS CREATE THEIR OWN.
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THE THRILL OF PROGRESS

W WearOS by Google

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F 12&ts=20221011193038&uq=20220804 103507 24/24



