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Us growth Commuting patterns

Biden adviser rebuffs recession concerns

‘White House aide insists
economy strong enough to
ride out global downturn

JAMES POLITI — WASHINGTON
COLBY SMITH — NEW YORK

Joe Biden's top economic adviser said
the US economy had the “strength and
resilience” to shield it from a recession,
brushing off growing concerns that
steep interest rate increases deslgned to
fightinflation wi h the

ingly warning that the world’s largest
economy will experience a downturn
next year on the back of global weak-
nessand muchtighter monetary policy.

But the Biden administration is stick-
ing to its view that the US will experi-
ence a form of “soft landing” with a shift
to slower growthrather thana deep con-
traction, and a cooling of job growth
rather than mass lay-offs.

“If we look at where the United States
are, two things are clear. One is that we
have a degree of strength and resilience
in the labour market and household bal-

Brian Deese, director of the White
House’s National Economic Council,
spoke to the Financial Times as econo-
mists and chief executives are increas-

heets and in business i
That is continuing to move our econ-
omy forward, and that’s really impor-
tant,” Deese said.

“The second is that we are in a
stronger position than . . . frankly, any
other country to navigate through this
transition without having to give up
‘thosegains.”

Deese spoke ahead of midterm elec-
tions early next month with polls show-
ing Republicans poised to regain control
of the House of Representatives and
possibly the Senate. He dismissed sur-
veys showing that US voters disap-
proved of Biden’s handling of the econ-
omy. “I'mabeliever that good economic
policy ultimately makes good politics
‘because you know, peaple are quite sen-
sible,” Deese said.

The Federal Reserve has ploughed
ahead with large 0.75 percentage point

Tate rises — with a fourth consecutive
increase of that size slated for early
November — but the US economy has
not suffered a bighit from the monetary
tightening. Interest-rate sensitive sec-
tors such as housing have slowed con-
siderably, but others have shown sur-
prising resilience. This year, monthly
jobs growth has averaged 420,000 posi-
tions. Still a healthy clip, that is down
from 562,000 amonth in 2021.
Inflation, meanwhile, continues to
Tun rampant, with consumer price
growth accelerating again last month to
bring the annual rate for the “core”
measure — which strips out volatile
items such as food and energy —to 6.6
per cent. Traders in futures markets for

the federal funds rate expect it to peak.
at 5 per cent next year, suggesting fur-
ther large rate rises this year and early
next. Fed officials are set to begin dis-
cussing how to slow the pace of its rate
rises while committing to keep ratesata
level that restrains the economy for
some time.

Jay Powell, chair of the Fed, last
month warned that the higher ratesrise
and the longer they stay at a restrictive
level, the lower the odds the Fed can get
inflation under control without causing
significant economic pain. “No one
knows whether this process will lead to
a ion or if so, how signi that
recessionwould be,” he said.

See The FT View

Ukraine fallo

ut. Poverty

East Europeans turn to toxic fuel in energy crisis

People forced to burn wood,

lignite coal and rubbish amid

rising gas and electricity costs

MARTON DUNAI — OZD
RAPHAEL MINDER — WARSAW

Zoltan Berki, a stocky Hungarian man
in his fifties, stuffs twigs in his kitchen’s
iron stove, throws ona log or two — and
thenan old football boot.

“It burns, and we need to stay warm,”
he said. Across the northern city of Ozd
as temperatures hit zero, other resi-
dents have also resorted to firing up
their furnaces with polluting fuels such
aslignit i1, wood or illegal i
asrubbish to keep warm.

Getting through winter has become
the priority for millions of people in
eastern Europe who cannot afford the
higher gas and electricity prices caused
by Russia’s invasion of Ukraine. Across
the region, the cost of firewood has dou-
bled from last year as households stock-
pile reserves. Rates of energy poverty,
defined as the inability to afford suffi-
cient heating supplies, will rise signifi-
cantly in countries such as Hungary,
Slovakia and Bulgaria, say analysts.

“If the prices of basic goods,
energy and food, increase, that pushes
many people into poverty, and those
already under the poverty line into
extreme poverty,” said David Nemeth,
Hungary economist for Belgian bank
KBCGroup.

The increased use of toxic fuels also
threatens to significantly raise emis-
sionsacrossthe region.

“Years of development will go down
the drain now. If their survival depends
on it, people will burn anything,” said
Zsuzsanna F Nagy, director of Hungar-
ian environmental group Green Con-
nection Association.

Unable to find a job in Ozd, whose
Soviet-era heavy industry has largely
been closed, Berki commutes 150km
eachwaytoworkata Budapest
logical site. But his monthly salary of
about €500 leaves little spare to buy
firewood, which some shops now sell for
more than €200 a cubic metre, roughly
enough to heat a small house for a
month.

Hungary's Prime Minister Viktor
Orban relaxed logging rules and
ordered more mining of lignite, the sul-
phur-heavy brown coal regarded as one
of the dirtiest fossil fuels. The measures

Keeping warm: show how climate change has fallen ~ “Peopleshouldnotbe putin the position If their
Gaspar Sipeki downthe agenda of manygovernments.  of having to choose between heating N
collects wood “Twice as many Hungarians die from  their homes or harming their health survival
for burning in air pollution as French or Dutch, rela-  from pollution,” she said.

Miskolc, tive to population size,” said Bud Poland i the purchase of FleEndS e
Hungary. Below,  based Clean Air Action Group. “But coal, which heats one-third of homes. 1t people
fellow city deaths are just a tip of the icebergasa  Other governments in the region are will burn
resident hundred times as many peoplegetsick”  introducing emergency support meas- W
Zsuzsanna Poland removed quality standardsfor  ures, though mostly not on the scale of anyth.mg
Mezes usesa burning coal toreduce ashortfall afterit  their western counterparts.

heater to keep fast-tracked an EU ban on Russian “Support schemes are badly set up for

out the cold imports. Ruling party leader Jarostaw  thereally poor,” said Dana Marekova, an

Laszio BaloghVFT

Kaczyniski last month told Poles to burn
“everythingexcepttyres” tokeep warm.

Agnieszka Warso-Buchanan, a law-
yer for non-governmental organisation
ClientEarth in Poland predicts air qual-
ity will plummet across the region.

environmentalist in Slovakia, where last
year one-fifth of households were
defined as being in energy poverty. The
poorest Slovaks wasted only small
amounts of energy, she said, so they
would not benefit from a new law subsi-
dising households that reduced energy
consumption by 15 per cent.

slovaks have scavenged so much
wood from the foothills of the Tatra
mountains bordering Poland that Nova
Lesnd’s mayor Peter Hritz said his town
was “going back 50 years” in heating
methods and pollution. “Suddenly
smoke and smog don’t bother anyone,”
hetold Slovak media recently.

The winter heating crisis will be par-
ticularly painful in countries such as
Bulgaria, where two-thirds of rural
homes burn wood. Even before the war
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60 per cent of Bulgarians on low
incomes could not adequately heattheir
homes, according to Eurostat.

In Kosovo, one of Europe’s poorest
countries, wood is burntin nearly every
ruralh h
A faltering electricity system including
regular blackouts could contribute to a
doubling of wood usage this year,
according to Egzona Shala, executive
director of Pristina-based environmen-
tal group EcoZ. Illegal logging would not

mosturbanh

Working from
home becomes
entrenched in
world’s biggest
economies

VALENTINA ROMEI

Office workers across the world’s big-
gest economies have not resumed their
pre-pandemic commuting, instead
embracing hybrid working as the new
normal, according to commuting data.

By mid-October trips to workplaces in
the world’s seven largest economies
were still well below their levels before
the coronavirus took hold in early 2020,
according to a Financial Times analysis
of phone-tracking movements pub-
lished by Google.

In Japan, footfall was 7 per cent below
pre-pandemic levels while in the UK it
was down 24 per cent. Across major
advanced economies office trips are
more popular on the middle days of the
week, while Monday and Friday tend to
show large drops in attendance.

Cities that host financial and business.
districts had a larger loss of office foot-
fall than other major population areas,
accordingto the Google figures.

Economists said the shift towards
remote working had become the new
normal. “Working from home will ulti-
mately stick,” said Cevat Giray Aksoy,
an economist at the European Bank for
Reconstruction and Development who
has researched the trend. “Workplace-
related mobility levels will remain lower
than the pre-pandemiclevels.”

The big shift to working from home
“presents challenges for dense urban
centres that are organised to support a
large volume of inward commuters and
a high concentration of commercial
activity”, said Aksoy.

Aksoy’s research found that a rising
share of job postings in many countries
offered employees the opportunity to
work remotely one or more days aweek.
Sara Sutton, founder and chief execu-
tive of Flexjobs, a careers service spe-
cialising in remote and hybrid jobs, said:

“We have definitely seen a tipping point
towards a deeper and more permanent
integration of remote and hybrid work
into organisations.”

Survey data suggest that people like
working from home and the practice
helps to lower firms’ overheads and car-
bon emissions, but evidence on the
impact on productivity is mixed.

The Freespace index, which tracks
office usage in big corporations around
the world, shows that occupancy is
about half its 2019 levels for both work-
space stations and meeting rooms.

Kastle data, which tracks fobaccessto
US offices, particularly in big profes-
sional services businesses, shows that

coverth

For those who can afford more effi-
cient heating units, supply is not keep-
ingup with demand Hungary’s furnace

p returned to only about half

of pre-pandemiclevels in mid-October.
Asurvey by Munich-based think-tank
Ifo showed that in August a quarter of

has urged

in Germany still worked

customers to; smpca]]mgsupphers.

In Hungary’s largest segregated slum
close to Miskolc, another former hub of
heavy industry, its 5,000 mostly Roma
residents are braced for harsher times.

“T have a cubic metre of wood, which
will be enough for a month, maybe,”
said Gaspdr Sipeki, a Hungarian Roma.
‘When his stock runs out, he can buy
more wood illegally through a clandes-
tine deal deep in the Ozd valley.

“What else am I going to do?” asked
sipeki, who is employed in a public
works programme. “I make €150 a
month, Ican’t buy wood for €100.”

fromhome foratleast partofthetime.

In the UK, an Office for National Sta-
tistics survey showed that more than a
fifth of UK workers were using a hybrid
model of working in early October,
largelyunchangedsince the spring.

That rose to more than half of the
workforce for information and commu-
nication, with professional, scientific
and technical activities being only alittle
lower.

Google began to publish daily data on
travel patterns in April 2020as atool for
policymakers to track the effects of
Covidrestrictions onthe economy.
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‘When Italy’s new prime minister Gior-
gia Meloni wasin opposition she gained
notoriety for her fiery anti-Brussels
speeches, accusing the EU of working
against Italian interests.

But after the rightwing nationalist was
sworn in over the weekend, replacing

crats”, Meloni has previously said the
EU should be a federation of nations,
each of which should regain sovereignty,
not cede more of it.

However, analysts believe Meloni’s
first cabinet appointments are a sign
that she is seeking to appease concerns
in Brussels and across EU capitals about
the direction she intends to steer the

third-largest

Mario Draghi, a hly pro-EU

tanhnnmeat oha fanne tha challanm of

Malang an Cntrednr annnintad Mo

EU affairs minister, Raffaele Fitto, has
beenan MEP since 2014.

‘Whether tensions can be avoided,
however, will not only be up to Meloni
analysts say. Remarks last month by
European Commission presldent Ursula
von der Leyen and France’s prime min-
ister, Elisabeth Borne, ing that

Meloni premiership to test Italy’s relations with Brussels

withholding of EU funds as Hungary
and Poland “should things go in a diffi-
cultdirection”.

However, she said yesterday that
she had a “good first call” with Meloni,
adding that the EU and Italy would
“work together to address the critical

EU institutions wou]d monitor Italy’s
respect of human rights, were an early

oirm that tha malntinnchin hatmnan

of our time, from Ukraine
toenergy”.

French president Emmanuel Macron
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ST 1aves WIE LianCige L
balancing Ttaly’s relations with the
‘bloc while managing her party’s nation-
alisttendencies.

Meloni’s junior coalition partners
include the eurosceptic League and sil-
vio Berlusconi’s Forza Italia. “While
Meloni’s support for the US and Nato are
very clear, her EU course isn’t . . . she’s
at a crossroads,” said Nicoletta Pirozzi,
EU programme director at the Interna-
tional Affairs Institute in Rome.

Meloni, whose Brothers of Italy party
‘won the largest share of the vote in last
month’s election, held after the sudden
collapse of Draghi’s coalition, is also the
president of the eurosceptic European
Parliament’s Conservatives and

MU UL SawLuay appUICY dan-
carlo Giorgetti, as her finance minister.
Giorgetti is a League member who
served in Draghi’s government as eco-
nomic development minister and was
one of his closest allies.

Giorgetti’s party campaigned on cut-
ting income tax to 15 per cent which it
said would be funded by additional pub-
lic debt. His upcoming budget law will
be the first test of the Italy-EU relation-
ship as any such a move would be a
reversal of the fiscal discipline setout by
Draghi, a former European Central
Bank president.

Meloni has signalled her intention to
maintain the stability of Italy’s public
finances. Her foreign minister, Antonio

S1gu WAL wiT ClaUUEBILY UStEEL
Rome and its allies could become
fraught, analystssay.

von der Leyen also warned that Italy
could be subject to the same punitive

Reformists group.

Aswell

‘Tajani, is a former European Parliament

Brussels “bureau-

FINANCIAL TIMES

and the new government’s

Giorgia Meloni: must balance Italy’s
needs with party’s nationalist views

auu e Ay wamcnL Uiar owuie
have both said they are “ready to work”
with Meloni’s new government.

Meanwhile, Hungary’s prime minis-
ter, Viktor Orbin, has described Mel-
oni’s victory as a “big day for the Euro-
peanright”.

Pirozzi believes if Paris and Berlin
take a pragmatic approach towards
Rome, confrontation can beavoided.

An EU diplomat said the bloc was tak-
inga “waitand see” approach.

“she [Meloni] hassaid alotin the past
but she hasn’t made any policy yet,”
the diplomat said. “she clearly under-
stands she needs to walk a tightrope
when it comes to Europe. If she had
right from the bat gone all out Orbéan it
would have made life very difficult.”
Additional reporting by Alice Hancock

INTERNATIONAL

Iran exploits
widening gulf
between Russia
and the west

Tehran seizes opportunity to expand
economic ties and ease sanctions pain

NAJMEH BOZORGMEHR — TEHRAN

Iran’s supreme leader used an addressto
academics this week to praise the effec-
tiveness of his country’s military
drones, which according to Kyiv and the
westare being sold to Russia and used to
pummel Ukraine’s big cities.

Whereas once people doubted our
technology, Ayatollah Ali Khamenei
said, “now they’re saying: ‘Iranian
drones are very dangerous, why are you
sellingit to so and so?”

Ukraine president Volodymyr Zelen-
skyy has accused Russia of deploying
the Iran-made Shahed-136s against his
country, saying Moscow had already
ordered thousands more. Iran and Rus-
sia deny any trade in combat drones,
but what isnot in doubt are the increas-
ingly cordial relations between Moscow
and Tehran since the full invasion of
Ukraine in February.

This was evident during Vladimir
Putin’s most recent visit to Tehran,
when Khamenei credited Russia’s presi-
dent with taking “the initiative” in the
war before the west imposed a similar
conflicton him.

An appreciative Putin responded by
calling for enhanced military co-opera-
tion between the two countries and held
out the prospect that Iran could join tri-
lateral military drills with China.

Iran’s leaders are capitalising on the
chasm that has opened between Russia
and the west since the invasion to estab-
lish a strategic relationship with the
Kremlin that can help minimise the
impact of painful US sanctions, analysts

say. Curbs have severed Iran’s links to
the global financial system and ability to
trade, and deprived it of the revenues
needed to keep its economy function-
ing. Better relations with Moscow can
offset that, through trade and invest-
ment. Access to Russian military hard-
ware is another aim.

“The mindset in Tehran is that the
more the gulf between Russia and the
west widens, the bigger the opportuni-
ties for Iran,” said Elaheh Koolaee, an
international relations professor at the
University of Tehran, noting how it had
already paved the way for Iran to join
the Eurasian Economic Union and the
Shanghai Cooperation Organisation.

“These can help Iran develop its trade
ties with other countries, which is an
opportunity Iran can’t ignore,” Koolaee
said.

There are few signs yet that Moscow
views Tehran as a permanent partner,
Iranian analysts say, with the relation-
ship for now largely dependent on the
course of the war and the stalled process
torestore the 2015 deal on Iran’s nuclear
programme. But the Islamic regime sees
noother choice but to bet on Putin.

Iran views the US with deep suspicion
and suspectsits goal is to overthrow the
Tehran regime. Iranian politicians say
European countries may not share this
goal but they do comply fully with US
sanctions that make improvement of
tradetiesand oil sales impossible.

The US this week assessed that not.
only were Russian forces using Iranian
drones but that Iranian forces were on
the ground in occupied Crimea helping

Aerial attack:
a drone strikes
Kyiv. Below,
Ebrahim Raisi,
right, greets
‘Vladimir Putin
in Tehran

with training. Russia has received doz-
ens of unmanned aerial vehicles from
Iran, the White House said, expressing
concern that it was seeking additional
advanced weapons from Tehran.
Expertssay feeding the Kremlin's war
was, forIran, a first step towards a wider

Vasuyashl ChibafiFP; Sargel
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hip that includes ing its

ageing fleet of fighter aircraft with

Russian-made Sukhoi jets. Decades of
US sanctions on arms sales to Iran have
prevented it from modernising its air
force, while leading it to focus on the
development of cheaper ballistic mis-
silesand drones.

“The most modern fighter jets Iran
has are MiG-29s bought from the Soviet
Union,” said Mohsen Jalilvand, a mem-
ber of the scientific board at Islamic
‘Azad University, meaning Tehran’s best
military craftare decadesold.

Relations between the two countries
have not always been straightforward.
President Ebrahim Raisi and other Ira-
nian leaders know Moscow has never
been a reliable partner, recalling 19th-
century treaties that led to the loss to
Russia of modern-day Dagestan, Geor-
gia, Azerbaijan and Armenia.

More recently, the contract with Rus-
sia to build the Bushehr nuclear power
plant in southern Iran has been beset
with delays.

The two countries, however, collabo-
rated to keep Syria president Bashar al-
Assad in power. Russia also backed

There are
few signs
yet that
Moscow
views
Tehranasa
permanent
partner

restoring the nuclear accord that col-
lapsed when the US withdrew in 2018.
Talks remain deadlocked after Tehran
and Washington failed to agree on the
mostrecent proposal by the EU.

Iran remains interested in a long-
term deal with Russia similar to the one
itsigned with Chinain2021. That agree-
ment was to expand co-operation in
areas from energy, petrochemicals and
nuclear power to thehigh-tech and mili-
tary sectors.

There are signs of a pick-up in Iran-
Russia trade. Hessameddin Hallaj, dep-
uty for international affairs at Tehran’s
chamber of commerce, said Russian
business delegations had visited Iran
regularly since May.

saeed Laylaz, an analyst of Iran’s
political economy, pointed out that
Russia-Tran trade was limited by the fact
that neither needed to buy the other’s
most valuable commodity: hydrocar-
bons. “Can we sell oil and gas to Russia
or vice versa? No,” he said. “The best
potential for co-operation is in the mili-
tary sector.”

YOURBUSEFZSS
RUNS ON
KNOWLEDGE.

RUN FASTER.

It's time to make knowledge work.

Knowledge is the fuel on which all business runs. Its beating heart

Knowledge gives you an edge.

iManage is the knowledge work platform that helps organizations
to uncover and activate the knowledge that exists in their business

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F 24 &ts=20221023193740&uq=20220804103507

3/26



2022/10/24 16:57

trusted protégés”. In 2013, he himself
became governor of Zhejiang, before
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business’ to investors,” said Andrew Gil-
holm, head of China analysis at Control

Xueqiao and Tom Mitchell
See Opinion

‘mier Li Kegiang, a rival for China’s top
rolein 2012, and a figure who has been

urday he did not and ended up over-

shadowing Xi.

Gender gap

Beijing elite remains male bastion as president pushes traditional roles for women

PRIMROSE RIORDAN AND GLORIA LI
HONG KONG

Jiang Qing married the most powerful
man in China, created revolutionary
operas and was celebrated for bringing
to life films by the country’s greatest
directors. But she was also blamed for
stoking the excesses of the Cultural
Revolution as part of the “Gang of
Four” who controlled the Communist
party during the turmoil.

Fifty years later, no Chinese woman has
managed toget any closer to power than
Madame Mao, as she was better known
after marrying Mao Zedong.

When China’s 101-year-old Commu-
nist party yesterday unveiled the new
members of the politburo, its second
most senior leadership group under
President Xi Jinping, it was an exclu-

cement his hold on power. The equal
right of women to participate in politics
is constitutionally enshrined in China,
but very few have been appointed to
powerful political positions. Just one,
retiring Covid tsar Sun Chunlan, had a
seat on the politburo, despite the fact
that women make up about 30 per cent
of party members.

“[There is a] deep-seated male chau-
vinism, which is systemic in Chinese
politics,” said Valarie Tan, an analyst on
Chinese elite politics at the Mercator
Institute for China Studies in Berlin.
“This has informed my not-so-optimis-
tic view when it comes to the future of
women leaders inthe CCP.”

Three women were considered to be
in the running to take the place of vice-
premier Sun. But analysts said there was
no guarantee that a female would be

really push through as a political
agenda,” said Tan.

Fengming Lu, a specialist at the Aus-
tralian National University, said that,
apart from Chen Muhua, former gover-
nor of the People’s Bank of China, few
senior women had been able to even
advocate for females to gain greater
political influence inrecent years.

Xi has also been pushing the party
further towards a more traditional view
of the family and under his rule feminist

and LGBTQI activists have been cen-
sored and prosecuted.

Minglu Chen, a lecturer at the China
Studies Centre at the University of Syd-
ney, said another obstacle was that
female politicians risked being judged
asimmoral if they mixed with men.

“Traditional gender Y

Chen pointed to how Wu Yi, a former
politburo member who was labelled the
“Iron Lady of China”, faced questions,
such as why she was single, that male
politicians were never asked.

‘Women must also retire at 55 in
China, narrowing their window for

Pes pre-
vent women from building social net-
works they will rely on to get
ahead . . . Women [fear] becoming a
target of slander.”

p of the party ranks.

The party introduced a quota system
in 2001, mandating at least one woman
be appointed to most levels of govern-
ment and party groups. But analysts.
said the rule had failed to make a differ-
ence. “So within a government depart-
ment, or within the policy department,
once they hit that quota for women,
they stop,” Tan said.

receive less rewards at work,” said
Zhong. “After all, China is a male-domi-
nated society, where women are always
relatively weaker.”

Xisaid during talks with the All-China
‘Women’s Federation in 2013 that caring
for and educating children was women's
responsibility. “We need to give full play
to women’s unique role in . . . fostering
family traditions,” he said.

Traditional folklore does not help
women’s cause, either. A Chinese idiom
says thata woman in power islike “ahen
heralding the dawn”, an omen for the
overthrow of the natural order and dis-
integration of the state, according to
Tan. That the Chinese president does

The attitude is p
the organisation. Zhong, who provided
only her surname for anonymity, joined
the party in 2005 when she was looking

nothaveto th try’s hun-
dreds of millions of female citizens in
direct and free elections further
restricts female voices.

sively male affair. Inabreak withadec-  appointed this year. It was a convention after her seven-year-old child. “The CCP is not held accountable, not
ades-old convention, no women were  rather than a rule, they said, to name a Zhong said that the gender ratio of  held in check by inter-party competi-
i th body.  womantothebody. party in the gover unit  tionor election, or the need to appeal to

While a handful of women have
climbed the party ranks, none has ever
made it to the seven-seat top commit-
tee, the standing committee, which was
also announced at the weekend. Packed
with Xi's allies, the new line-up is set to
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“The recognition of women’s rights
hasbeen part of China’s social develop-
ment . . . [but] you don’t have a lot of
female representation in politics in
China, which means that women’s
rights have always been very difficult to

Jiang Qing, left, was closer to power than any Chinese woman — serimam Arwe

* FINANCIAL TIMES
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where she worked was roughly 50-50
but most of the leadership positions
‘were occupied by men.

“Women spend more time tending
their families while spending less time
advancing their careers. They naturally
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Top executives’
pay protected
despite slide

in valuations

e Pliant US boards rework bonuses
@ Performance targets eased in crisis

PATRICK TEMPLE-WEST — NEW YORK

Executives at some of America’s pub-
licly listed companies will earn millions
of dollars in equity-based bonuses this
year because sympathetic boards have
reworked their incentive plans — even
though stock market declines have
wiped trillions of dollars off corporate
valuations.

Companies adjusted bonus plans in
2020 to account for the coronavirus
pandemic and have since revisited pay

Andrea Owen $1mn this year after
adjusting annual bonus criteria for all
eligible employees to compensate for

Out of stock US retail investors shun individual
equities as their portfolios decrease by 44%

Big Tech

earnings hit
as pandemic
surge wanes

RICHARD WATERS — SAN FRANCISCO

The biggest US tech companies are set
to face unfamiliar scrutiny on their
costs when they report their latest
earnings this week as a sharp revenue
slowdown brings an end to the pan-
demic-fuelled surge in digital activity
ofthe pasttwoyears.

Growth in the combined revenues of the
five biggest US tech companies — Alpha-
bet, Amazon, Apple, Meta and Micro-
soft — is expected to have slowed to just
under 10 per cent in the third quarter,
according to analysts’ estimates.

That compares with a 29 per cent
jump for all of last year when their com-
bined sales soared to$1.4tn.

The earnings are being closely
watched as a barometer of the wider

chain 5
In 2020, dozens of groups stung by
Covid-19 lockdowns refashioned plans

tohelp ...Pa.dl.. hey

Leonarto Munoz VIEWipress/Getty Images

economy with online spend-

‘ Retail investors feel the pain of stock market fall

Estimated performance of retall traders

wollld nothave earnedin th .
General Electric rewrote chief execu-

tive Larry Culp’s pay that year, resulting

in a $240mn pay deal that shareholders

ultimately opposed.
In 2022, the rationale is different,
Tonello said. “This ph: seems

and eased performance in
response to inflation, energy crises and
other macroeconomic problems, said
Matteo Tonello, a managing director at

“This phenomenon seems
to be driven by the market
for top talent, which
continues to remain tight'

to be driven by the market for top tal-
ent, which continues to remain tight,
and the hesitation to compound today’s
uncertainties with the risks that a lead-
ership change could pose to the busi-
ness,” hesaid.

other companies this year have
replaced executives’ stock options with
shares in a sign that the businesses do
not think their stock prices will rebound

the Confe Board, an

P!

Though ER overwhelm-

research organisation.

Among them are hard-drive manu-
facturer Western Digital, which this
month said it paid chief executive David
Goeckeler $32mn, up from $17mn in
2021, after scrapping performance goals
tied to its share price. Western Digital’s
shares are down more than 47 per cent
in 2022, compared with about a loss of
22 per cent for the S&P 500 index.

Aircraft parts manufacturer AAR
Corp said last month that chief execu-

P P

ingly support executive pay at compa-
nies’ annual meetings, signs are growing
of unhappiness with bonuses.

Arecord 67 companies in the Russell
3000 index failed say-on-pay votes this
year over bonus concerns, including
JPMorgan Chase, Halliburton and Netf-
lix, up from 61last year and 45in 2020,
according to the Conference Board and
ESG data analytics firm Esgauge.

Less than half of AAR’s sharehold

" dhik

2020
Source: JPMorgan

MADISON DARBYSHIRE — NEW YORK.
JOSHUA OLIVER — LONDON

Retail investors are nursing steep
lossesthis year, leading many to shun
individual stocks in favour of funds
that track the biggest high-tech com-
panies on the Nasdaq in the hope of
clawing back losses.

Personal portfolios in the US fell 44
per cent between January and Octo-
ber 18, according to data compiled by
JPMorgan, in a reflection of the acute
pressure applied to highly valued
equities by rising interest rates and a

dar i look.

backed executive pay at its annual
PeE—

"Reml investors have been condi-

ctamnd e

s —

has tumbled almost a third over the
same timeframe, knocking the indi-
ces into so-called bear market terri-
tory earlier this year.

Interactive Investor, which runs
one of the UK’s largest platforms for
self-directed investors, said its clients
had lost an average of 12 per cent since
the start of the year.

Burnt by the sell-off, many retail
investors have sold down shares in a
bid to protect themselves from fur-
ther pain.

JPMorgan noted that last week
investors registered their longest
weekly selling streak since the bank
began measuring the market in2016.

=T ST

Cheng, a global quantitative and
derivatives strategist at JPMorgan.
But he noted that they were buying
products that tracked stock indices
suchas exchange traded funds.

Last week, investors bought more
than $330mn of Nasdaq 100 ETFs,
which track companies such as Apple,
Microsoft and Tesla, more than the
12-month average.

In the UK, six of the top 10 most
bought funds in September on Inter-
active Investor were passive options
from Vanguard, and for the first time
inthe five years that the company has
tracked the data, only one active man-
ager rankedmthe top 10.

N A S

ing and digital advertising expected to
continue a sharp deceleration already
seenin the first half of this year.

In one potential sign of a wider pull-
back in spending, shares in Snap tum-
bled by 28 per cent on Friday after the
social media company reported pres-
sure onits advertisingincome.

Most analysts blamed the disappoint-
ment on Snap’sown problems. But com-
pany executives also pointed to a grow-
ing caution among brand advertisers,
who they said had been constantly fine-
tuning digital ad spendingin response to
signs of economicslowdown.

Meta, formerly known as Facebook,
could add to the concerns if, as
expected, it reports that its revenue
slipped 5 per cent in the third quarter.

Itdipped 1 centin the preceding three
months, the group’s first revenue
decline. Growth has slammed to a halt
after surging 37 per cent in 2021, though
like Snap, Meta has been hit by privacy
changes at Apple that have reduced how
precisely it can target its advertising.

Along with a potential consumer
slowdown, Big Tech’s latest results are
set to be weighed down by the soaring
US dollar and comparisons with very
strongresults recorded a year ago.

Growth at Google’s parent, Alphabet,
is expected to slow to 10 per cent, from
41 per cent in all of 2021, though the

1 e bt he

PRSI
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LVE JUILL CIUMLES WAS AWALUEU 3700
in stock to compensate him for pay lost
due to bonus restrictions applied to
companies that took Covid-19 relief
funds fromthe government.

Office furniture Miller-

meeug uns 1oL
Shareholders are also increasingly

voting against members of a company’s
remuneration committee to voice dis-
i
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LIULEU LU HIVESL 1LY ZLUWLL GALgU-
ries,” said Jose Torres, senior econo-
mist at brokerage IBKR. “But as the
money supphes contracted, ﬂleres
les: nrlces

pay,’

PP

Knoll, which makes Aeron chairs and
Noguchi tables, paid its chief executive

are rejecting
remuneration and lax pay-for-| perform—
ancelinks,” he added.

Contracts & Tenders

COURT OF BERGAMO
UDINE S.R.L. PROJECT ARRANGEMENT WITH CREDITORS
Ref. CP 52/14

Udine - between the roads Via Giovanai Paolo II, Via Cromazio dAquileia, Via Fusine, Via Molin
Nuovo = large real estate complex, consisting of & large area of construction land on which there is
a disused eleotrical substation tower building and a structure with prefabricated cement pillars and
metal trusses covering a pre-existing production building. The General Municipal Regulatory Plan
establishes for the real estate complex in question a total of 29,100 square metres of Usable Surface
Areg, specifying the intended use and respective quantities, The total surface area is 112,910 square
‘metres. The real estate complex currently forms part of a territorial area subject to the Implementation
Rules of the General Municipal Regulatory Plan as per Variant no. 31, relating to part of the disused
industrial area of the “former Bertoli steelworks™, approved on 27 June 2022, with Resolution no. 52 of
the Municipal Council, The variant entered into force on 14 July 2022, Base Price Euro 10,135,000.00.
Raised Bid Euro 200,000.00, Mixed synchronous sale www.garavirtuale.ii 14/12/2022 at 9am.
Each interested party must read the full tender notice available on the public sales portal on the
website of the Court of Bergamo and on the websites wwwasteanmunci.it, www.asteavvisiit,
it. Judicial liquidator Prof. Giuliano Buffell, for info:
tel. 035247532, fax. 035.231060, smail: studio@buffelli it

‘Wall Street’s S&:P 500 has lost more
tlunzopercentsoﬁrml{nzmdﬂle
logy-heavy Nasdaq C

LIE VUILLIE UL SELIY 1aS 10t yeu
reached the levels seen during the
depths of the pandemic in March
2020, with analysts suggesting inves-
tors are afraid of missing out on a
marketupswing.

“People have the memory of March
2020, and the rebound,” said Peng

LIVESLULS LAVE 4150 SUIueu neaty
$140bn into money market mutual
funds, low yielding accounts that are
able to offer returns generally in line
with Federal Reserve interest rate
rises, since the start of the year,
according to Investment Company
Institute data.

SELUI DUSLUIESS LIS 1EIU up DEWe Wi
other forms of advertising in previous
economicslowdowns.

Amazon, where growth slumped to 7
per centin the first half of the year from
22 per centin all of 2021, is expected to
rebound slightly thanks to the addition
ofasecond Prime Day to boost sales.

Carriers’ revenues soar as

US travellers take advantage

of weak pound and euro

CLAIRE BUSHEY — CHICAGO
OLIVER BARNES
AND PHILIP GEORGIADIS — LONDON

T ictravel is booming,
airline revenue as Americans armed
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‘with the strong US dollar fly to Europe
the UK.

Revenue at United Airlines from trips
‘between the US and Europe rose 40 per
cent in the third quarter compared with
‘the same period in 2019, to $2.5bn. The
average fare on those trips climbed 30
per cent compared with ayear earlier.

The strongdollar had been “useful” in
prompting US travellers to book trips to
Europe, said United chief commercial
officer Andrew Nocella. What was an
“incredible” summer season had main-
‘tained momentum into the autumn.

The airline introduced multiple new
routes last summer flying 14 per cent

icthanitdid
in 2019, and it plans to add more routes
nextyear.

"]tsfu]l speed ahead acrossthe Atlan-
tic,” Nocella said.

All three major US carriers reported
an increase in transatlantic revenue
compared with 2019 and many Euro-
pean airlines also have benefited from
an uptick in demand. Executives and
analysts attribute the increase to the ris-
ing value of the dollar against the pound
and the euro. The pound now trades at
$1.12, while the eurois at §1.02.

The dollar’s influence appears in the
direction of travel. Data from Dohop, a
flight connections bookings platform

Airlines. Bookings rise

Strong dollar gives transatlantic travel a tailwind

used by more than 60 airlines including
Spirit, Avianca and Air France, showed
that passenger traffic from North Amer-
ica to Europe increased faster through-
out the year than the reverse.

Outbound passenger traffic between
May and August from North America
‘was 2.8 times higher than between Janu-
ary and April. But Europe to North
America passenger traffic during the
summer was just under double the level
between January and April.

Bookings from the US to Europe are
closer to pre-pandemic levels. Olivier
Ponti, vice-president of insights at travel
industry data company ForwardKeys,
said that as of mid-October, flight book-
ings from the US to Europe lagged
behind 2019 levels by 6 per cent, while
bookings from Europe to the US
Temained 19 per centlower.

Norwegian start-up Norse Atlantic,
which flew the first of its services
between London and New York in
August, said it had experienced “espe-
cially strong” demand from the US to

FINANCIAL TIMES

London, a trend it attributed to the
‘weak pound. Virgin Atlantic boss Shai
‘Weiss said that UK holidays were essen-
tially “on sale” for American tourists.

“If I was someone in New York and
wanted to buy a Hermes bag, 1 would
come to London,” he said.

At American Airlines, transatlantic
|IHV€1 generated $1.9bn in revenue in
the quarter, rising19 per cent com-
pared with the same period three years
earlier. A greater share of the airline’s
flights were domestic than before the
pandemic, said chief commercial officer
‘Vasu Raja, but still “there is clearly

demand . . . forthelong-haul product”.
Delta’s international revenue
in 12 per cent in the third quar-

ter, even with a smaller network, driven
by leisure trips to Italy, Spain and
Greece.

Flying capacity is increasing, too.
Delta Air Lines has been slower than Us
rivals to restore seats and flights to its

Hauenstein said that Europe was the
first region at the airline where seating
capacity on routes in October exceeded
2019 levels, including for US domestic
travel.

Next summer United and Delta antic-
ipate increasing the number of seats
they offer on flights to Europe, accord-
ing to aviation data company OAG.
United, which historically operates
more international flights, plans a 29
per cent expansion compared with
2019. Delta’s capacity is scheduled to
riseby 5per cent.

Would-be tourists had missed out on
years of European travel, Hauenstein
said, and the result was “robust
demand” that Delta expected to last
through nextsummer.

“People run out of time, myself
included,” he said. “We think, ‘Gosh,
how many years do I have left to do
that?’ So I think we have a really good
backd.mp there.”

But last week Delta president Glen

The Louvre:
Americans
are visiting
European
tourist
attractions
indroves
thankstoa
favourable
exchange rate
Magsl ConenfHans Lucas

DC resident Vince Ryan
was one of the travellers itching to visit
Europe this past summer. He paid $980
to fly to Istanbul — more than he was
used to paying in his annual pre-pan-
demic trips — to shake off restlessness
with weeks of sun and ruins. It did not
hurt that when he arrived $1 could buy
17 Turkish lira, while six months earlier
itwould have been only 13.

But while airline executives expect
transatlantic travel to remain robust,
Ryan’s experience suggests there is a
limit to wanderlust. He considered fly-
ing to Rome over the Christmas holidays
before abandoning the plan in the face
of pricey fares.

“I'm looking at economy-class flights
for $1,300 to $1,700,” he said. “I'm not
going over there on that”

COMPANIES & MARKETS

UK gilts ‘explosion’ took banks by surprise

Lenders were left exposed as pension funds wobbled after fall in prices and surge in yields in wake of ‘mini’ Budget

OWEN WALKER, LAURA NOONAN,
DAN MCCRUM AND CAROLINE BINHAM

On Saturday, October 8, the UK’s top
bank executives were summoned to an
emergency video call with Sam Woods,
hemloﬂheBankﬂfEnglands regulatory

Ten days earlier, the BoE had inter-
vened in the bond market, pledging to
buy up to £65bn of long-dated gilts to
stabilise prices after turmoil started by
Kwasi Kwarteng’s “mini” Budget and
amplified by the UK’s huge pension
funds.

The unprecedented fall in prices and
surge in yields had taken the banks and
officials by surprise.

“Before you get ablgezn.hquake you
normally get a few tremors,” said one
chief executive on the call with the BoE.
“This wasn’t a tremor, it was a full-on
explosion.”

Although the BoE’s intervention had
calmed the markets, officials were still
worried that the situation was fragile
during their weekend meetings with
senior executives at banks including
Barclays, Lloyds and NatWest, along
with the UK heads of JPMorgan Chase,
Morgan Stanley, Goldman Sachs and
Deutsche Bank. The BoE and the banks
declined tocomment.

For several days, the banks had been

providing the BoE with daily reports on
their exposure to the wobbling pension
funds including information on
whether the schemes were failing to
meetmargin calls.
The UK’s defined benefit pension
funds invest heavily in gilts and also use
derivatives as part of so-called liability-
driven investment strategies. As gilt
prices tumbled after the government’s
announcement of unfunded tax cuts,
the schemes were forced to sell assets —
including gilts —toraise cash for margin
calls from banks on the derivatives.
Those sales would make gilt prices fall
even further, fuelling a price spiral.

Until the BoE's intervention there was.
the risk of default from individual pen-
sion schemes and pooled LDI funds,
operated by asset managers such as
Legal and General Investment Manage-

ment

Emergency: the Bank of England ’s bond mberventmn ca]med the markets but regulators remained worried that the situation was still vn]atl]e — Marcin Nowak/LNP

‘ UK banks’ repo exposure

Collateralised lending by corporate freasuries, Dec 2021
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long-term needs, and so were trying to
sell whatever other assets they could
first. several banks were also reporting
to the BoE that they were making very
large collateral calls to clients that were

goingunmet.

Volatility in the market was adding to
operational challenges. Banks would
typically send out their margin calls to
clients first thing in the morning with
collateral due by 1pm. But by that time,
market moves sometimes swung in the
opposite direction, meaning funds were
having to sell assets at distressed prices
to deliver collateral that would then be
returned straight back to them the fol-
lowing day.

Northern Trust — a large Chicago-
based custody bank that provided
administrative services to two of the
largest LDI managers, Legal & General
Investment Management and Insight
Investment — was overwhelmed by the
sheer volume of margin calls and was
forced to rope in staff from the US to
help with the itslargely manual process-
ing systems, according to people
involvedin the trades.

“Most of the focus was on the opera-
tional strain on the custodians, whose
manual processes were holding up
delivery of collateral,” said a person
involved in the BoE discussions.

At 7am on Monday, October 10 — fol-
lowing its weekend of calls with bank
bosses — the BoE announced that it
would drastically expand its support for
the pensions market, increasing its
capacity for buying gilts and accepting a
wider range of assets as collateral for
lending. A day later, it extended itsbond
buying to include index-linked gilts,
whosevalueis linked toinflation.

“The really violent swings are proba-
blybehind us after the reaction from the
Bank,” said a CEO who was on the call
over the weekend. “But we're in the
middle of this. Things are still moving
around.”

dditional reporting by Kaye Wiggins,

Emma Dunkley, Siddharth Venkatara-
makrishnan, Harriet Agnew, Stephen
Morrisand Joshua Franklin
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That left the banks exposed but the
BoE was also interested in other routes
of potential contagion, including banks’
use of reverserepo, or repurchase agree-
ments, where they lend cash to pension
funds through their corporate treasur-
ies and take government bonds as col-
lateral.

This was not the preserve of racy
investment banks but the more typi-
cally humdrum parts of ordinary banks.

Among the UK lenders, Lloyds Bank-

of repo exposure or 6 per cent of its bal-
ance sheet assets, Santander’s UK bank
had £12.6bn (4.4 per cent), HSBC’s UK
bank had £8bn (2.3 per cent) and Bar-
clays had £3.2bn (04 per cent).

“Lloyds definitely have one of the
larger repo books, so they would have
been one of the larger affected counter-
parties,” said a trader at arival bank.

While the BoE was monitoring the
potential knock-on effects for the
banks, its focus was on the pension

ing Group had the largest exp to
the repo market, with £52bn, or 8.5 per
cent of the assets on its corporate bal-
ance sheet. Out of the £400bn gilts repo
market, as estimated by the BoE, Lloyds
accounted for around 13 per cent of
assets.

By comparison, NatWest had £25.8bn

‘Before you get a big
earthquake, you normally
get a few tremors. This
was a full-on explosion’

All pages from Financial Times (Asia), Monday, October 24, 2022

funds themselves and their efforts to
overhaul their portfolios in the face of
multi-billion-pound margin calls.

By October 4, a week after the BoE’s
intervention, it was becoming clear
that, the central bank was will-
ing to buy up to £5bn of gilts a day, the
facility was not being heavily used. In
‘the first six days of the programme,
BoE had purchased just £3.7bn in total.

LDI managers were telling the BoE
that they were preparing to do most of
their selling the following week because
their pension fund clients would then
havegreater clarity about the amount of
collateral they would need to post and
‘what assetscould be sold.

The BoE believed that LDI managers
ultimately wanted to keep their sterling
government bonds, which match their

Financials

Regulator questions PE groups over turmoil

KAYE WIGGINS — LONDON

Britain’s financial regulator has been
asking private equity firms about how
rising rates and the bond market tur-
moil unleashed by the government’s
“mini” Budget are affecting them and
their investors, as it assesses potential
risks in an industry that has ballooned
ininfluence over the past decade.

Officials at the Financial Conduct
Authority have contacted several buy-
out groups following former chancellor
Kwasi Kwarteng’s mini-Budget in late
September, according to people briefed
onthe calls.

The failed fiscal plan triggered a melt-
down in the UK government bond mar-
ket that forced some pension funds into
fire sales of their assets.

Regulators asked how badly the tur-
moil had hit pension funds and other

investors in buyout funds while also
raising broader questions about the
“impact on private markets and private
markets firms”, a person briefed on one
of the calls said.

The conversations underscore the
importance that regulators place on
oversight of private markets, which have
become amajor force in the global econ-
omy during an era of low interest rates
and stand to be hit hard by higher bor-
rowing costs because of use of leverage.

Private markets span everything
from leveraged buyouts to real estate,
infrastructure and venture capital
groups.

“Interest rates are risingand inflation
is high” and the conversations were
about how private markets were “oper-
ating in light of these fundamentals”, a
person familiar with the calls said.

They were informal talks and not part

of any investigation, the people said.
One added that it was not unusual for
the regulator to contact private markets
groups to understand how conditions
‘wereaffectingthem.

‘While the brutal sell-off in UK govern-
ment debt has sharpened concerns over
rising interest rates, one person familiar
with the matter said the calls would
have happened anyway as regulators
tried to calibrate the toll higher inflation
and rising borrowing costs were taking
onthe buyoutindustry.

One of the calls took place at the end
of September at a time when attention

q onpublic market
as some UK pension funds raced to sell
off liquid assets such as stocks and
‘bonds to meet margin calls.

Another of the calls took place in the
‘week of October 10.

The FCA declined to comment.

Food & beverage

Red Bull co-founder Mateschitz dies at 78

SAMUEL AGINI

Dietrich Mateschitz, co-founder of the
Red Bull energy drink company and
owner of the brand’s Formula One rac-
ingteam, has died at the age of 78.

The Austrian entrepreneur turned
the i ink i f
the world’s best-known brands with its
“Red Bull gives you wings” slogan and
marketing campaigns that revolved
around extreme sports.

Mateschitz had a net worth of roughly
$20bn, according to Forbes. He and

Thai businessman Chaleo Yoovidhya
founded Red Bull in 1984. The inspira-
tion for the energy drink came to Mates-
chitz during his travels in Thailand asa
marketing director for a toothpaste
maker now owned by Procter & Gamble.

The Red Bull billionaire also builtupa
vast sports empire that ranged from
Formula 1 racing teams to football
clubs. The Red Bull network of football
clubs includes Austria-based Red Bull
Salzburg, Germany-based RB Leipzig
and the New York Red Bulls.

Mateschitz got into the Formula 1 car

racing series in the 1990s, bought the
Jaguar racing team in 2004 and entered
the following season under the Red Bull
name. With Sebastian Vettel at the
‘wheel, Recl Bull Racing won both F1
ur years running from
2010-13. Mateschitz’s death emerged on
saturday during the F1 race weekend.
“It’s very, very sad. What a great
man,” said Red Bull team principal
Christian Horner on Sky Sports. “What
he achieved and what he's done for so
many people around the world across
differentsportsis second tonone.”
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Banks

Goldman chiefs divided over retail strategy

Losses and investor unease
led to dispute and reform of
Marcus consumer project

JOSHUA FRANKLIN — NEW YORK

Goldman Sachs’s decision last week to
pull back from retail banking followed
disagreements over strategy that in one
instance pitted chief executive David
Solomon against his subordinates, peo-
ple familiar with the matter said.
solomon had high hopes for Gold-
man’s Marcus-branded consumer
]'(IJECL which started in 2015 under his

who became chief executive in 2018,
viewed the operation as a fintech in the
making that could provide the Wall
street bank with the kind of steady reve-
nues that many analysts say it needs to
boost its stock market valuation.

But it failed to turn a profit and inves-
tor unease with the project prompted
Solomen’s move last Tuesday to scale
back the ambitions for Marcus and split
itin two.

Solomon had argued that to build
deeper relationships with consumers
Marcus should offer current, or check-
ing, accounts in addition to savings
products and loans. When executives at

Lloyd Solomon,

s division argued

opted to build from scratch a new cloud
platform for the checking product,
L

thatitdid not h: v
mgemchedung Solumnndlsagreed.
d in January 2020

that it would offer a checking account
for Marcus by 2021, but the project fell
short of its target date and has not been
made widely available to retail custom-
ers. “[Solomon’s] viewwasthat . . . ifwe
‘want to be the digital bank of the future
and have tens of millions of customers
on the Marcus platform, how could we
not have a primary checking relation-
ship with those customers?” one of the
people familiar with the matter said.
ldman declined

a request by the consumer

last week, consumer banking will be
subsumed within Goldman’s wealth
managernentbusmess.

division to rely on the bank
used forits Apple Card product, the peo-
plesaid.

In the process, the ill-fated Marcus
checking-account push has become a
symbol of one of Goldman’s biggest
business reversals, with the Wall Street
firm pouring billions of dollars into the
Main Street banking business.

Marcus did manage to attract more
than $100bn in deposits, providing
with cheap funding. It also

The project was made more costly
because Goldman’s technology team

generated $1.5bn in revenues last year.
Under the restructuring announced

a new “platform solu-
tions” business will include Goldman's
credit card partnerships with compa-
nies such as Apple and General Motors
and an online lending business, called
GreenSky, acquired this year.

The disagreements over strategic
direction that broke out over the eight

years of the Marcus product came as
through three diff

consumer banking heads, moving from
executives with experience in retail
finance to its own bankers and tech
engineers.

Shrinking trade deficit to drive growth in US output

FT REPORTERS

‘Will America post its first quarterly
GDP increase of 20227

The US economy is expected to have
grown in the third quarter of 2022 —
largely helped by a shrinking trade defi-
cit and despite forecasts for consumer
spendingtohave weakened.

The commerce department on Thurs-
day is farecast to report that Us g:ross
d stic product grew at
rate of 2 per cent in the July to Septem-
ber period, according to economists
polled by Reuters.

That is down from an unexpected 0.6
per cent fall in the second quarter and a
1.6 per cent decline in the first three

Market Questions. Economic upturn
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Support services

WES hopeful
ecommerce
will boost air
cargo demand

OLIVER TELLING — LONDON

The head of one of the world’s largest
air cargo handlers has brushed off the
deteriorating outlook for global trade,
arguing that the rise of ecommerce and
growing demand for faster deliveries
are driving a long-term shift towards
moving goods by plane.

‘Worldwide Flight Services chief execu-
tive Craig Smyth said that air cargo, his-
torically a relatively small part of the
global supply chain, was playing an
increasingly significant role as more
shipping groups invested in aircraft
fleets. “We're pretty excited about
[that] growth,” he said.

“Because of ecommerce . . . there’s
definitely a shift that is structural, that
ispermanent,” he said. Online shopping
deliveries now account for a fifth of the
cargo that WFS is moving in some parts
of theworld.

Paris-based WFS, which provides
ramps, cargo handlingand other ground
services to airlines, is one of several

involved in a
spree in the air cargosector.

In September, Singapore ground han-
dling business Sats completed a €1.2bn
takeover of WFS, a move that the com-
panies said would create the industry’s
largest group in terms of cargo volume
handled.

Meanwhile, the world’s biggest ship-
ping container group, Geneva-based
Mediterranean shipping Company, is
preparing to launch its first air cargo

There S deﬁnltely ashift
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months of thisyear.

Analysts at JPMorgan expect the
growth in GDP to be attributed to “sig-
nificant narrowing in the trade deficit
duringthe quarter’

The US trade deﬁml shrank for the
fifth consecutive month in August as
consumers spent more on services than
goods and as retailers reduced overseas
orders to manage excessinventories.
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that is structural, that is
permanent’
Craig Smyth, WFS chicf

service in the coming months following
abid earlier this year to acquire a major-
ity stake in ITA Airways, successor to
bankrupt Alitalia.

Ecommerce group Amazon, which

Although the trade deficit is expected smyth said was a WFS client, has also
to drive GDP growth in the third. been expanding its own air fleet, run-
some of the underlying details of the ning an average of 164 flights a day
report are expected to be negative. towards the end of last year.

Troy Ludtka, senior US economist at
Natixis Americas, said consumer spend-
ing and investment was expected to

These investments follow a boom in
demand during the pandemic for deliv-
eries by air, a faster but more costly

weaken. Despite projections that the are to tackle d record- the ECB provided duringthe  “\We're begthequestion of whether the Bank of | option than sea transport that was gen-
economy grew in the third quarter, the  expecting US setting levels of flati demic, known as Targeted Longer A Japan is going to do anything when its | erally reserved for high-value goods.
US may still be on track for arecession  consumer Spyros Andreopoulos, senior Euro-  Term Refinancing Operations. teeterlng board meets for two days through Octo- | With the increase in online shopping
nextyear asthe Federal Reserve contin- ~ spending pean economist at BNP Paribas, Another is to signal plans to reduce onthe ber2s. during lockdowns, many retailers
ues to tighten monetary policy aggres-  to weaken up expectations by sayingthe ~ the amount of maturing bonds it .. According to Masamichi Adachi, chief toairlines to circumvent logjams
sivelyto curbinflation. Ega Nouwelage/AFRICerTy ECB was “still playing catch-up” intry-  replaces in its €3.26tn asset purchase Precipice economist at UBS in Tokyo, the answer | atseaports.

In many countries, two consecutive ing to contain inflation and it was still  programme from early next year. Sucha of what is “nothing”. In 2021, the volume of goods moved
quarters of GDP contraction are classi- “too early for a dovish pivotinECBcom-  process, known as quantitative tighten- Haruhiko Kuroda, BoJ governor, is | by air jumped 18.7 per cent compared
fied as a “technical” recession. But the munication”. ing, has already started at the US Fed- could bea expected to stand firm with its ultra- | with the previous year, according to the
National Bureau of Economic Research, The potential increase in the ECB’s  eral Reserve and Bank of England. very major loose monetary policy and remain com- | International Air Transport Associa-
the government entity that debermmm deposit rate to 1.5 per cent — its highest But, given the scars left by the euro- . mitted to keeping the 10-year Japanese | tion. Volumes reached the highestlevel
whether the US has entered a recession, level since January 2009 —isonlyoneof ~ zone debt crisis a decade ago, the ECBis  €CONOMIC grvermnmtbnndyleldpumed below25 | since 2010, measured in terms of cargo
has declined to declare one as the job several crucial decisions awaiting its  likelytotread carefully. Martin Arnold contraction D ifthatrequ il res, aunit for freight traf-
marketremains strong. president Christine Lagarde and the 24 Will the Bo] b . bond-buyi rations. ﬁc lculated by multiplying freight

“We're right now basically teetering other fits governi )] ];'dge atitsnext at [the “His message has been persistently | weightby thedi
on the precipice of what could be a very Faced with eurozone inflation that ~MoNetary policy meeting? Fed’s] decisive: Japan’s consumer price index However, demand has since plunged,
major economic contraction at [the reached an all-time high of 9.9 percent  The yenslid past ¥150 against the dollar s inflation will slow to below 2 per cent | with cargo volumes falling below pre-
Fed’s] hands,” Ludtka said. “They are in September, the central bank islook-  for the first time since 1990 last week, hands’ next year so policy tighteningisnotnec- | pandemic levelsin recent months. Con-

trying to make up for a mistake they

ing at other levers it could pull toreduce

dropping through ¥151 on Friday, while

essary and inappropriate at this stage,”

tinuing lockdowns in China have hit

made back i in 2020 and 2021 with an. price growth in the 19 countries that  official data showed that Japan’s infla- Adachi said. “We agree with this infla- | demand for goods, while Russia’s inva-
even bigger " Alexandra White share Europe’s single currency. tion rate rose to an eight-year high of 3 tionoutlook.” sion of Ukraine had also grounded air-
Will the ECB raise rates by The council is expected to discuss  percentinSeptember. But Japanese authorities have | linesintheregion,the [ATA said.

" . ways tostart the ECB’s almost The Japanese currency shot higher indicated that they are ready to step Smyth dismissed these as “temporary
three-quarters ofa pointagain? €9tn balance sheet, which has bal- later in the session on Friday, touching in if there is too much volatility and | effects” but added WFS was starting to
The European Central Bank is expected looned over the past decade. ¥146.23 following a second intervention they still have firepower even after a | see someimpact from consumers rein-

to announce its second consecutive 0.75
percentage point increase in interest
rates on Thursday, reaffirmingits deter-

One is to change the rules to stop
banks earning almost €25bn of risk-free
profits from the €2.1tn of ultra-cheap

by Japanese authorities in a month to
stem the yen'sslide.
In all, the developments once again

$20bn intervention in September and
last week’s action to prop up the yen.
Kana Inagaki

ing in spending and that profits in the
second half of 2022 are expected to be
flat compared with the previous year.

Industrials. Renewables

European offshore wind companies blast into Asia to beat Chinese rivals

Turbine-makers in the west

in Asia, driven in part by US tech giants
requiring suppliers to meet renewable

‘watts at present. Most of the existing
capacity is derived from government

February. Holst said the waters off the
east coast of Korea were a perfect testing

Holst, adding that the presence of
Korea’s world-leading shlpbuﬂdmg

that were much lower than any of their
competitors. Japanese authorities
abru

hope their technological energy targets. pilotschemes. ground for next generation floating  industry wasan assetin d the process for the
P! gl “The Ip is heating up,” said But the process is unwieldy: it cur-  wind towers, which unlike the fixed-  building the massive floating towers. second big aucuan in March this year.
advantage will cement deals Holst. “Now we are seeing a push not  rently requires developersto obtain29  bottom towers prevalent in Europe Meanwhile, Taiwan, which hasbeen  People involved in the project pointed

CHRISTIAN DAVIES — SEQUL
ERI SUGIURA — TOKYOQ

just from big companies but from con-
sumers and governments as well, while
the war in Ukraine has created a huge

permits from nine ministries in a proc-
ess that takes an average of seven years.
“The process needs to be streamlined,”

could be installed in waters more than
50-60metres deep.
“It unlocks huge potential,” said

quicker than South Korea and Japan to
reform its energy market to encourage
offshore wind projects, began its third

out that the suspension was in response
to cnm:ems thata smgle player would
project:

push for energy security.” said Eunbyeol Jo, a researcher for Solu- round of auctions last month for site “The]apznese energy market is now
European companies are leadinga push In 2019, there were five gigawatts of tions For Our Climate, an advocacy leases totalling 3GW. likely to be perceived as having an un-
into east Asia’soffshore wind market,as  installed offshore wind capabilitiesinall ~ groupinSeoul. F In 2020, chipmaker TSMC signed a  usually high risk of regulatory change,”

theyseekto gain a foothold in the region
while western turhme makers still

Asia compared with 19GW in Europe,
according to Irena, the International

A South Korean wind industry execu-
tive said the permit process had given

corporate power purchase agreement,
the world’s largest such renewables

said Sumiko Takeuchi, a senior fellow at
the International Environment and

enjoy a technol over ble Energy Agency. But Asiais  too much power to local politicians, deal, with @rsted. The 20-year fixed- Economy Institute in Tokyo.
their Chinese competitors. projected to outstrip Europe by theend ~ who often grant permits only in price contract will give TSMC all of the Kohei Amakusa, head of market
South Korea, Taiwan and Japanhave  of the decad ing for 60 per cent. -hange for promises of local employ- 920MW generated by @rsted’s Greater  development in Japan at @rsted, which
all committed to boost Lheir share of ﬂf global offshore wind capacity by  ment and the inclusion of locally pro- Changhua 2b & 4 offshore wind farm. participated in the first auction,
aspartof TI- toIrena. duced components. Japan, which operates an auction  believes that Japan is still an attractive
ment net zero targets, while elec\:romm Knud Bjarne Hansen, a Danish indus- That has fed inefficiencies and driven model, is targeting 10GW of offshore  market amongits peers in Asia because

such as TSMC, SK
Samsung Electronics have pledged to
achieve 100 per cent renewable electric-

try veteran and the co-chief executive of
Korean wind tower company €S Wind,
said that “China has perhapsa five to 10-

up the price of renewables, which in
‘turn hassuppressed demand.
One way for foreign turbine-makers

wind by 2030, and 45GW by the end of
the next decade. Renewables will
account for between 36 and 38 per cent

of its vast electricity market.
As the Chinese market remains in-
accessible for foreign players, compa-

ity in their global operations by 2050. year window to catch up with the tur-  to navigate some of these hurdles has of its power generation mix in 2030 nies for now are [ucusmg on the other
Jesper Krarup Holst, a partner at  bine technology of the Europeans,sothe  been to form partnerships and joint from 20 per cent in 2020, to  countriesinth

Pproject P ffshore P need togetafootholdin Asia  ventures with local companies. Den- itslatest energy plan. “The wind conditions are just as good
Partners and head of the company’s  beforethathappens” mark’s Vestas has formed a joint ven- But the country’s first big auctionin  around Japan and Korea as off the west.
Seoul office, said that European compa- South Korea has a national target of ture with CS Wind, while GE Renewable i E December ended in controversy aftera  coast of Denmark,” noted Hansen. “The
nies had been attracted by a “funda-  achieving12GW of offshore wind capac-  Energy signed a memorandum of Denmark’s Vestas has formed a consortium led by trading house Mit- demand is there: no one can exclude
mental shift” in demand for renewables ity by 2030, up from just 142.1 mega-  understanding with Hyundai Electricin ~ venture with Korea's CS Wind subishi won all three tenders with bids  themselves from the renewables push.”
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Why rugby union needs tackling
Player health and financial woes
have created an existential crisis a v
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Rebranding is
hard but there
is no excuse for
disemvowelling

Pilita Clark
Business Life

hen Vladimir Putin

decided to invade

Ukraine in February,

the staff at a smallish

travel business more
than 1,500 miles away in England
were busy with other things.

Their outfit specialises in what it
calls unforgettable experiences for
young people — teaching in Thailand,
South African skydiving, Ibiza partying
—and Ukraine had not been on its
radar. But it soon was because,
throughout its 14-year history, the
business had only had one name:
Invasion. “We couldn’t operate with
that name,” says Nick Steiert, the law
school graduate who co-founded the
Manchester-based company. There
were too many “negative connotations”
because people instantly thought
of Ukraine.

So it was that Invasion last week
entered the infamous halls of the
corporate rebrand, a step that triggers
derision, suspicion and bewilderment
in more or less equal measure.

As of Thursday, Invasion became
Intravelr, a cross between its old name
and Intrax, an older, larger US travel
group that bought Invasion last year.

“It’s a shame,” says Steiert, who

named the company after the big
city “invasions” or getaways for law
students that he used to organise while
at university. “But equally this also
represents a new opportunity.” 1 am
sure it does, and not just for Invasion,
or Intravelr as we must now call it.

Its story also offers a chance to
consider some of the dos and don’ts of
rebranding, starting with motivation.

as “Consignia”. “The new name
describes the full scope of what the
Post Office does in the way that the
‘words ‘post’ and ‘office’ cannot,” the
group claimed, before conducting an
abrupt U-turn the following year.
Tribune Publishing, publisher of the
Chicago Tribune newspaper, took only
slightly longer to ditch the even more
awful name it came up with in 2016:

Intravelr, unlike other rebranders, Tronc. It was gone by 2018.
had a good reason to change its name. Intravelr also gets points for devising
It was a victim of events, aswasthe US | its new name itself, rather than hiring
pany, Isis Phar icals. The xpensive outsid Happily,
biotech group was founded in 1989, it has failed to follow Weight Watchers,
long before the acronym for the ‘which in 2018 ditched a perfectly

Islamic State jihadist group became a
household name, and wisely became
Tonis Pharmaceuticals in 2015.

That puts both it and Intravelr well
ahead of the unnecessary and actively
harmful rebrand, still best epitomised
by the costly and much-mocked
2001 decision to rebadge Royal Mail

66 The corporate rename:
a step that triggers
derision, suspicion and
bewilderment in more or
less equal measure 99

comprehensible name for two letters
— WW. And Intravelr is a reasonably
recognisable name for a travel
company, so it should avoid some of
the ridicule that greeted Refinitiv, the
name dreamt up for the trading and
data business spun out of Thomson
Reuters. “What’s a Refinitiv?” people
asked, much as they once wondered
‘what to make of Accenture, which used
‘to be Andersen Consulting.

Alas, Intravelr has committed one
serious blunder. It has succumbed to
the egregious trend for disemvowelling.
This is a company that deals with
travellers, not travellrs. Why on earth

Second-hand Rolexes:
this isn’t a wind-up

Millennials drive ‘ridiculous’ rise of the used Rolex

Rolex Submariner ‘Hulk’ prices
£'000

5

2012131415167 181920122

Source: Chrono24.

Find yourself with some spare cash?

did it have to dispense with a second
“e” inits new name? “We wanted to be
called Intravel,” said Seiert, but that
name had already been taken. That led
to the idea of Intravelr, minus the
second “e” because “we thought that it
would just talk to a younger audience”,
said Seiert. “It’s a little bit rebellious,”
he added, and sounds “a bit more
modern, a bit more hip.” 1 suppose it
was this thinking that persuaded UK
asset manager Standard Life Aberdeen
to change its name last year to

Abrdn, a name that was not merely
about how to pronounce it. (It’s still
“Aberdeen”, the company said.)

The truth is, there is absolutely
nothing modern or hip about stripping
perfectly serviceable vowels from
names. The tech magazine, Wired,
published an obituary for the letter “E”
as far back as 2013, having observed
the march of Flickr, the photo-sharing
app; Grindr, the dating app; Tumblr,
the blogging app, and much more.

On the upside, all these businesses
are still going nearly a decade later.

1 wish the same for Intravelr, missing
vowel and all.

pilita.clark@ft.com

Fancy a luxury ? If you're new
to the markef, prepare fo be shocked.
First, because there are few new
watches to be had. Second, because
second-hand watches sell at a premium
o the retail price — often at multiples
of that figure.

For experienced collectors, this is old
news. The UK retail price of a new Rolex
Submariner “Hulk” with its deep green
face and bezel was “just” £7,550 in 2020
before it was discontinued that year,
according 1o the website Swiss Watch
Trader.

Data on another site, Chrono24, show
that the average second-hand price
broke above the retail price in April
2018 and went on rising, peaking at
£25,233 this April.

The websites of UK retailers such as
Mappin & Webb do not mention prices.
They do acknowledge that demand for
Rolex wafches af times outstrips
production capacity.

Collectors advise tyros to buy their
way Into the good graces of jewellers
who may add their names to waiting
lists of up fo five years.

Watchmakers are getting in on the
act. A new report on the Swiss watch
industry from Deloltte projects that the
“pre-owned” markef will be worth

How likely is it that you will buy a
pre-owned luxury wristwatch in the
next 12 months?

9 share of ‘very’ and ‘somewhat’
likely responses

Baby boomer

Generation X

Millennials/Generation Y

Generation Z

Total

| | I | |
0 1 20 30 4 50
Source: Deloitte

SFr35bn (£31bn) by 2030 and make up
more than half of what if calls the
“primary” markef.

In a survey of 5579 consumers in 11
countries, Deloitte found that most
buyers of used watches today are in
their 30s and 40s. Some makers already
offer their swn models second-hand.

They may struggle to compete with
the impressively resourced third-party
websites offering multiple models and
brands.

Haywood Milfon of Milfons, which
has four UK stores specialising in
second-hand Rolexes, described the
market of the past two years as
“ridiculous, stupid". The belief had
taken hold that a Rolex could only ever
go up in price. Well-paid professionals
have pandemic-era savings to spend.

While prices have fallen in recent
months, Milton said, they have
stabilised at 2 high level.

There is a dark side fo the market, he
added. Thousands of youngsters have
become dealers overnight on platforms
such as Instagram, where know-your-
customer and anti-money laundering
rules have little weight.

There is also the recent phenomenon
of “superfakes”. The insides of these
knock-offs look much like the real thing.
Buyer beware.

NIKKEI ASIa The voice of the Asian cent

CROSSWORD
No 17,233 Set by PETO

JOTTER PAD

Solution 17,231
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ACROSS
1 Stone one bishep after another held
captive by old king (6
4 Ample bass, tuna and flounder (8)
10 Degree in dance (7)
issive to mate with hint of liking
for cocaine (7
12 Report on Conservative resigning again
@

13 Carry on assuming clergyman has debfs
from earlier C10)

16 Tell of difficulty reciting poem on back
of lorry (8)

17 Carry on with boxing match in Indian
state (2,5)

20 Record the German returning
diminished (7)

21 Posed holding revolutionary’s bag (6)

24 Stop ringing following girl's unreliable
assertions (4-6)

25 Carry On comedian taking coke at the
end (4)

27 One in eight Romans answer wrongly (7)

29 Suddenly surprise scab furning back in
street on the outskirts of Lille (7)

30 Withdrawn for example over anxiety
before opening of Robin Hoad. (8)

31 Annoyed? Perhaps after Penny
disappeared with a Nepalese mountain
guide (6)

DOWN

1 Mix with water for example (8)

2 Lag behind after brilliance shown by
American pioneer (515)

3 Praise for French arfist? Not outside of
Carcassonne (4)

5 Girl's botiom pinched by singer as if's
played (4,4)

6 Close falk conceitedly dismissing
Samoa's principal mode of fransport

[

7 Winger featured in Liverpudiian
iconology ()

8 Drawn fowards Tyler’s oddly neglected
method of colouring textiles G-3)

9 Bryan's boat (5)

14 Wanted group discussion at a lafer fime

®5)

15 Frequently sent item of jumble 10)

18 Succession of queen decided without
the Church (8)

19 Create stir about 80's film and others

Qs
22 ttem of clothing worn by ringleader in
crowd (8

23 Be quiet son - silence! (5)

26 Bumptious Republican leaves party (4)
28 Sped from a country - not ftaly G
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WORK & CAREERS

Media careers put skills in the spotlight

The film and TV industry
is producing jobs. But
there is a lack of people
with the right expertise,
writes Jonathan Black

t's exhausting, but we love it!” Sha-
‘ron Soor says about the film and TV
industry, where she has recently
landed anewjob.

Soor, a first assistant production
accountant, had previously worked in
the music industry, for a car mainte-
nance business and as a film extra. Then
one weekend she attended an event run
by Screenskills, a non-profit organisa-
tion, to show people in mid-career how
accounting skills were sought after
across media. “After that event, I sent
out seven CVs, and got seven replies —
eventually choosing to work on The
Crown,” she says.

The industry is forecast to grow by up
to 36 per cent by 2025, translating to
almost 18,700 more production jobs.
This growth hascreated a skills shortage
inall “below the line” (ie support) roles.
Vicki Goodall, head of production at an
independent production company, con-
firms the skills shortage. “We have
never been so busy, the work has never
beensogood, or so well paid,” shesays.

“The backlog from the pandemic,
plus the rise in commissioning from
streaming services, is driving the
demand for high-end TV [also known as
HETV — defined roughly as costing
more than £1mn per episode to make].”
Goodall sees a shortage for all skills: “We
need lawyers, carpenters, accountants,
choreographers, electricians — you
name it, there are jobs for everyone.”

The film and TV industry isbuilt on a
freelance model. For those with
valuable skills and a financial safety
net, the lifestyle can be attractive. After
her present production, Soor is planning
to go travelling for a few months, and
feels assured that she’ll get a job
the moment she returns. With such
flexibility, freelancers are attracted
to HETV — especially multi-part series
— butless so to documentary, children’s
and unscripted shows that pay less

well and are shorter assignments.

Goodall observes that it’s a “who you
get to know industry”. Once you've
gotin, and worked well with colleagues,
the time pressures usually mean that
people quickly hire those they’ve
worked with before.

Esme Ash, a freelance assistant pro-
ducer, started her career as a BBC pro-
duction trainee. “I was very fortunate to
be on a scheme,” she says, “otherwise
you have to start with very ad hoc run-
ning work and wait fora break.”

Although successful and in work, Ash
says she feels a “constant low-level ter-

Freelance models based
on personal relationships
can appear inaccessible
to potential workers

ror” about securing her next contract.
Even on relatively long assignments,
contracts are usually month to month.
“A few weeks before the end of a con-
tract, I have to organise many coffee
meetings, send emails to producers and
check the Talent Manager website [a
recruitment and networking platform
for the TV industry]. So much depends
on luck and timing, and when you do
land arole, there’s a scrappy hustle with
the recruiter about pay rates.”

The “magic allure of storytelling”, as
Seetha Kumar, chief executive of
Screenskills, describes it, will continue
to attract people to work in this fast-
growing, quite fragmented industry.
The freelance model, based on personal

pipeline and show that, as Kumar puts
it, “the barriers to entry are not overly
complex. candidates need aptitude,
critical-thinking ability and a problem-
solving approach. Most things can be
learntonthejob.”

Growing the workforce and making it

different roles and meet interesting peo-
ple.” However, she saw that small com-
panies have very limited capacity to
train people: “Young assistant produc-
ers don’t get a chance now towork ona
story.” She built on her own background
in radio with extra courses in her own

more requires il
new people. While schemes help to
bring in mid-career production staff,
relying on personal networks will not be
enough. Added to this, the freelance
nature may be unattractive to young
people, who often seek more secure
roles with supporting benefits that
other organisations can provide.

Anna Sinfield, a full-time producer at
podcast company Novel, loves the

hips, can appear i
and off-putting to potential workers
from under-represented groups.
Screenskills works to grow the talent

ke series of eight to12
parts to tell important stories. “It’s very
creative and mentally challenging,” she
says. “I get the chance to work in many

timeat

Perhaps because of the recent growth,
the skills shortages, or the fragmented,
freelance structure of the industry,
there are other pressing issues around
working culture. Alex Pumfrey, chief
executive of the Film and TV Charity,
observes that since the height of the
pandemic, workers have become more
assertive about other concerns. Pum-
frey describes the three pressure points
reported in the Looking Glass Survey
2021 on mental health in the film and
TV industry. The survey concluded that
workers’ mental health suffered from a

“culture [of bullying behaviour], condi-
tions [especially unpredictable, long
hours] and capability [of managers]”.

The survey reports that conditions
have not changed from a similar survey
in2019, although respondents were gen-
erally optimistic that things would get
better. However, the very people in
schools and colleges that the industry
seeks to attract, so-called Gen Z, now
expect much higher standards of behav-
iour and conditions than perhaps their
predecessors in the industry did.

Pumfrey agrees. “The younger gener-
ations are more discerning about indus-
try and employers on [issues such as]
mental health support, social justice,
racial equality and the climate emer-
gency.” The skills shortage is also driv-
inga “phenomenon of early promotion”,
which can lead to poor management
practice as people “improvise or imper-
sonate”, as Pumfrey describes it.

Pumfrey is “really optimistic about
the capacity for the industry to change;
major employers have been very
responsive”. As Ash has observed, per-
haps in comparison with her friends in
large corporate businesses, “there are
no large human resources teams in
small production houses, so negotiating
contractscan feel scrappy”.

Ash realised that she would have to
“speak up” to raise concerns; however,
as elsewhere, in an industry that oper-
ates on personal networks, reputations
can be damaged if poor behaviour is
challenged.

While some work to make conditions
more attractive, others seek to make it
easier to enter the industry. For exam-
ple, Screenskills recently launched
Trainee Finder, a website to match new
trainees with opportunities, to make it
easier for trainees to enter the industry
and producers to bring in new talent.

1f the industry wants to become more
representative and attract young peo-
ple, it may find it helpful to make roles
more secure and with more formal
training. Relying on goodwill and
umbrella industry organisations and
campaigns to effect change may not be
enough tomeet the growth demands.

The author is head of the careers service
at the University of Oxford and writes the
FT’s Dear Jonathan careers advice column
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‘Putin’s invasion

won'tlead toa
return to the age of
warring civilisation’

STEVEN PINKER

he doesn’t buy the pessimistic conclusior
that humans are inherently ir

o his wife's annoyance, Ste-
ven Pinker arrives at air-
ports as late as possible. “I
have a pathological fear of
being early,” says the psy-
chologist. But, at the age of 68, he has
notgiven up on hisability to change this
irrational habit. “I dorecalibrate.”

This is Pinker’s message to all of us:
that being more rational in our deci-
sions would make us happier. We can
recalibrate, because reports of our irra-
tionality have been grossly exaggerated.
Behavioural economics — whose find-
ings of biased decisions have won sev-
eral Nobel Prizes — needs a corrective.
“Idon’t sign on to the most pessimistic
conclusion, which is that humans are
inherently irrational.”

In his book Rationality, Pinker argues
that, although people struggle with
abstract reasoning, we make logical
decisions when dil ded
in everyday terms. After all, “we’re
obviously rational in the sense of the
world we've built. We did invent the vac-
cines, we did gotothe Moon.”

Pinker, a professor of psychology at
Harvard University, sees himself as a
champion of Enlightenment values. To
his many admirers, including Bill Gates,

ssor of ps

7

tional

progress that’s been made since the
Eighties. But it could if it escalates.”
(Russia’s use of a tactical nuclear
weapon “may not” in itself reverse the
trend, even though it would be “truly
horrific”.)

Pinker argues that history still bends
towards reason. “Putin really is anach-
ronistic. He's pushing against an enor-
mous current . . . The forces that did
reduce war are still in operation,
although they were not strong enough to
deter Putin” The international
response may deter other despots. “I
suspect that the invasion won'tlead toa
return to the age of warring civilisation.”

Raised in a Jewish community in
Montreal, Pinker was an atheist by the
age of thirteen. He made his name inlin-
guistics before branching out into ques-
tions of human progress. His work has
rubbed against that of linguist Noam
Chomsky, whose hard-left views on pol-
itics sometimes seem impermeable to
reason. “Forget about it. For all of his
brilliance, early on in his life he signed
ontoa demonological theory of history,”
laughs Pinker.

How can wereason with Putin? Pinker
points to the risk of escalation: the
rational response, he argues, is not to

he is an oracle of His books,
including The Better Angels of Our Nature
and Enlightenment Now, compile data
showing that humans are living longer
and better, even if news headlines sug-
gest the opposite. “Journalism is a non-
random sample of the worst things that
are happening on Earth at any given
time. When you look at the world
through the lens of data, it looks much
more positive.”

But Pinker’s outlook is challenged on
two fronts. The first is the endurance of

‘Babies arent born
believing that there'sa
paedophilia cabal in
the “deep state™

irrationality. People don’t pursue their
best interests, whether it’s by playing
the lottery or opposing a carbon tax.
Conspiracy theories now penetrate gov-
ernments. Has Pinker ever persuaded a
believer in QAnon to see thelight?

“Oh, I have not. No. [But] there are
always people on the fence who could be
persuaded. There are babies being born
all the time. They aren’t born believing
that there’s a paedophilia cabal in the
‘deep state’, so the persuasion has to be
aimed atthem.”

The other challenge comes from
threats to human wellbeing. “Not every

late di y but to change the rules
of the game. That is how the west seems
to be viewing Putin’s nuclear threats.

“Even if Putin were to use a tactical
nuclear weapon, the most likely
response would notbe in kind, but plans
to destroy the Russians’ Baltic fleet, to
try to rackup sanctions even further, to
isolate Russia even further — the hope
would be that China and india would
[distance themselves from Moscow].”

A conflict between major powers
would blow apart the Pinker view of
progress. World war three is “unlikely”
but not “astronomically unlikely”, he
says. “It’s a possibility that we have to
prepare for”

In other respects, the darkness has
already arrived. Pinker once cited the
varieties of Democracy index as evi-
dence of democratic resilience. But the
latest edition grimly concludes: “The
level of democracy enjoyed by the aver-
age global citizenin 2021 isdown to 1989
levels. The last 30 years of democratic
advancesarenow eradicated.”

About 70 per cent of the global popu-
lation live in dictatorships. Maybe
progressisnot linear? Or maybeit’s only
assured in the long run, by which time
wemayallbe dead?

“We're clearly going in the wrong
direction [on democracy],” admits
Pinker. “History is never cyclical, but it
canbe chaotic”

Heargues that democracy hasbuilt-in
advantages. Democracies “are open to
feedback from the world . . . Some light
version of [Francis] Fukuyama might
‘e right.” In contrast, autocracies fail to
correct: “You may be seeing that in
China now, with the zero-Covid policies.
That kind of attitude might weaken the
Chineseleadershipin thelongrun.”

A critique of Pinker is that his work
‘breeds complacency. If we believe that
things always get better, we will cut off
some of the mechanisms by which they
have got better — protests and politics.
“It’s quite the opposite,” he says: if you
don’t believe things get better, you
might fall into fatalism.

1s he politically active? “Especially
during the Trump years, I definitely
opened my cheque book. My wife
Rebecca [Newberger Goldstein, a phi-
losopher and novelist] and I now call
this our attempts at ineffective altru-
ism, as we supported one failing candi-
date after another. In 2016, I think T
‘was the second most generous donor to
the Democratic party among Harvard
faculty.”

Us politics would benefit from more
scientists and fewer lawyers, because
lawyers “just want to win the argu-
ment”, he says. But I point out that some
of the least trustworthy politicians are

‘WeTe going in the wrong
direction [on democracy].
History is never cyclical,
but it can be chaotic’

doctors, such as Republican senate can-
didate Mehmet &z. “Doctors are notsci-
entists! Doctors are professional
descendants of medieval barber sur-
geons. There’s a surprising number of
doctors who don't think scientifically.”
(Pinker is a campaign donor to Bill Fos-
‘ter, the only PhD physicist in Congress.)
Pinker argues that humans have a
“mythology mindset” when it comes to
things outside their personal experi-
ence: we are happy to believe things for
‘which there is no evidence. Soit is often
rational to pander to each other’s irra-
tionality: Republican politicians must
pretend not to believe in the 2020 elec-
tionresult. “That’s why we have institu-
‘tions: like science, responsible journal-
ism, liberal democracy, a court system.”
So the problem of rationality isactually
apolitical problem of defending institu-
tions and decreasing partisanship.
‘While we're talking, people arriveata
nearby table. Their loud voices at times
drown out Pinker’s defence of the
Enlightenment. It's a metaphor for

beenborn. “They’ve jumped the shark.
Twas a pretty strong advocate of effec-
tive altruism when it came to, ‘Should
you donate your charitable dollar to
malarial bednets or drilling wells?
‘When it came to ‘Let’s prioritise how
to stop Al from turning us into paper
clips, or maximise the chance that
we can upload our connectome [the
synaptic wiring diagram of the cortex]
to the cloud and create trillions of con-

sciousnesses, I think it’s not so rational.”

Pinker’s worries are climate change
and nuclear war. He s pro-nuclear power
now and pro-nuclear disarmament [one
day]. In Rationality, he points out that
the worst nuclear accident, Chernobyl,
killed roughly as many people as die
from coal emissions every day. Mean-
while, as recently as 1986, Ronald Rea-
gan and Mikhail Gorbachev jointly sug-
gested disarmament. The geopolitics

Charlle Bby/FT

has changed, but countries could reduce
the risks of nuclear war, for example by
agreeing "no first strike” policies.

“1f we are complacent about climate
change and nuclear weapons stability,
terrible things could happen,” Pinker
says. “Our only choice is to deal with
them as rationally aswe can.” Ileave him,
thinking thathe’s more fair-minded and
less reassuring than I'd imagined. I also
worry that he s again running late.
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problem s a Crisis, Plague, Epidemic or
Existential Threat,” Pinker wrote in
Enlightenment Now (2018). But the
world did suffer a plague and now faces
existential threats. After Vladimir
Putin’s invasion of Ukraine, we stand
close — we don’t know how close — to
nuclear war, not to mention climate tip-
pingpoints.

Have the past two years changed
Pinker’s outlook? “I certainly recali-
brated my subjecti of the

On the
spot

Most Irrational habit? Bicycling — I
put myself at mortal risk.

‘Will brain-computer interfaces one
day be standard? For treatment of
conditions that impair people, possibly.
of people, I strongly

appeal of conquest to political leaders. I
thought that had gone the way of human
sacrifice and slave auctions,” he says, his
tone soft-spoken and curious.

“Putin’s invasion of Ukraine changed
the data. Sofar, in terms of battle deaths
per year, it’s not on track to undo the
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I'm not. I'm a reducefarian.
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sometning.
Pinker rightly identifies the media’s
tendency towards pessimism. But
another of the media’s failings is to treat
a small group of thinkers — including
him — as authorities on nearly every
issue. Does he ever feel uncomfortable?
“I'have to remind myself not to blunder
into every controversy, and not to be a
guru or a prophet or an oracle — to
frame my own opinions with the proper
degree of uncertainty;” hesays.
Meanwhile, the tech world has
spawned hyper-rationality. Effective
altruism asks how humans can do the
most good, including by donating most
of their salary to charity. Its offshoot,
long-termism, argues we should max-
imise the wellbeing of those who haven’t

Zero fargerts.
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Portrait of a master-pupil relationship

An1869 meeting between
Edouard Manet and Eva
Gonzalés sparked an artistic
friendship with rivalrous
undertones, according toa
new National Gallery show.
By Jackie Wullschldger

hen Edouard met Eva:
the National Gallery’s
pleasurable small exhi-
bition Discover Manet &
EvaGonzalés unfolds the
relationship between the great painter
of modern life and an obscure Spanish
student. Discovering one another in
1869, each knew instinctively that the
friendship could help theirart.

Gonzalés, a prominent writer’s
daughter, was an ambitious 22-year-old
taking lessons from academic painter
Charles Chaplin. Manet at 37 was
famous but uncertain in both his public
and private life: hailed leader of the
avant-garde but mocked by conven-
tional audiences whose approval he
craved; comfortably married but half in
love with painter Berthe Morisot.

“The Balcony”, his masterpiece
inspired by Goya and starring Morisot,
was being jeered at the Salon when
Gonzaleés began visiting his studio. The
only pupil he ever accepted, she was
attractive, attentive, well-connected
and a link to the Spanish tradition that
herevered.

“The Balcony” disturbed viewers with
its flattened forms, brash contrasts,
exposed brushwork, sense of detach-
ment — the things that made Manet
modern. So his next move was un-
expected: he spent a year painting the
large rococo-influenced “Eva Gonzalés”,
the focus of this show. Although he

intained his characteristi isi
and rough finish, this was a society por-
trait, set to seduce not shock. It is the
most awkward Manet in Trafalgar

dozen figure works by Manet and
Gonzalés, tracing how she learnt from
him, and comparing her effect on him
with that of other models. A less suc-
cessful second room jumbles female
portraits by artists of varying quality;
standouts are 18th-century self-
portraits by pioneers Elisabeth Vigée Le
Brun and Angelica Kauffman, whose

talentand Manet d

Square’s collection, and the

when

offers achancetoexploreits oddness.
The context in the first room is a

Huge and resplendent, “Eva Gonza-
Iés” is a frothy fiction. Manet’s pupil

Clockwise from main:
‘Eva Gonzales’ (1870)
by Edouard Manet;

‘A Theatre Box at the
Italiens’ (c1874) by
Gonzalés; ‘Portrait of
Carolus-Duran’ (1876)

by Manet — ru-crandalss (Musée
0y National Galery: The Herry Barber
Trust Barber Insffuie of Fine Arts University
o Bemingham
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poses at her easel, but is incongruously
clothed in evening dress. The sparkling
white muslin with ruffled flounce is so
bright that light bounces off it, and con-
trasts brilliantly with a deep black sash.
1t’s hardly a costume to work in, and
Gonzalés looks as if she is role-playing
rather than painting. She stretches her
arm stiffly, holds the brush weakly,
twists her head away from the canvas
evenasshe apparently retouchesit.

Anyway, the painting on the easel, a
bouquet in 18th-century style, is
already finished and framed — in
extravagantgilt Louis XVImanner, with
ablue scarf spiralled around it. Ina trib-
ute converging gender and genre,
Manet’s Gonzalés is a rococo heroine,
with attributes — floral carpet, dainty
footstool, discarded flower at her hem —
tomatch.

Manet signed the picture ona scroll of
canvas. His more flamboyant signature
is the single, luscious peony on therug —
abravura flourish, emphasising by com-
parison the conventionally rendered
flowers on Gonzalés’s easel. The fallen
bloom echoes Manet’s 1864-65 group of
peony paintings in loose facture; a stun-
ning example from the Musée d'Orsay,
“Branch of White Peonies and Seca-
teurs”, the curling flowers opening like
pools of light, hangs alongside the
portraithere.

As the affectionate illustrated letters
on display prove, Manet loved his flirta-

tion with “Mademoiselle Eva”, her
clothes, her beauty; an etching dwells on
her abundant dark hair, coiled at the
top, flowing down her back. On canvas,
he acknowledged her as a painter, but
one whose every move he controlled,
and in a setting highlighting femininity
and fashion.

This came at a price. Manet worked
best from tougher models, able to
appear indifferent or resistant, as scowl-
ing Victorine Meurent did in “Olympia”.
“Eva Gonzalés” lacks tension, yet from
his submissive, pretty model Manet was
unable, as he hoped, to produce a deco-
rative picture to win over his critics.
Reviewers thought Eva grotesque —
“stupefied eyes, and a nose like a
parrot’s beak™.

The rivalrous Morisot gleefully noted
that “Eva Gonzalés” caused Manet end-
less trouble. “Manet lectures me and
holds up that eternal Mademoiselle
Gonzalés as an example; she has poise,
perseverance . . . He has begun her por-
trait over again for the 25th time. she
poses every day, and every night . . . the
head is washed out with soft soap. That
will scarcely encourage anyone to pose
for him!”

‘Berthe Morisot’ by Manet
Victoia ant Albert Museum

But Morisot herself eagerly posed for
Manet during the same period. The
show includes his lithograph “Berthe
Morisot” (1872), made from a cele-
brated painting. Her expression is at
once candid, satirical, defiant — far
more psychologically charged and
engaging than Gonzales.

The other significant Manet portrait
hereisamonumental, full-length depic-
tion of successful portraitist Emile-
Auguste Carolus-Duran in riding boots,
all affability and masculine swagger —
though not represented as an artist. The
competitive Manet resented Carolus-
Duran. In this intriguing, ambivalent
picture, Manet weighs himself, his
originality, against his friend. He never
completed the work.

Lined up alongside “Carolus-Duran”,
and inevitably in Manet's shadow, are
smaller works by Gonzalés. The earliest,
“Indolence”, depicting her beloved sis-
ter Jeanne, recalls Chaplin’s gentle fig-
ures but is fuller-bodied, with Manet
borrowings — the parrot from his
“Young Lady in 1866, the violets from
his portrait of Morisot.

“Onthe Beach”, elegantly dressed fig-
ures placed uneasily on the sand, fol-
lows Manet’s moody painting of the
same name, though the facture is drier.
And the master is emphatically behind

Manet loved his flirtation
with ‘Mademoiselle Eva’.
An etching dwells on her
abundant dark hair

her grandest composition, “A Theatre
Box at the Italiens” (c1874): the daring
chromatics of the girl’s pale skin and
light dress against black choker and
dark ground; the bouquet directly quot-
ing “Olympia”; hazy brushwork; a play-
fulness, choreographing a couple in the
audience — posed by Manet’s engraver
Henri Guérard and again Jeanne — as
the performers.

In 1879 Gonzalés married Guérard.
For the pastel “A Bride” she dressed
Jeanne in Gonzalés’s own wedding
gown, sketching her features with
dynamic hatching, and the silk in long
powdery strokes.

such accomplished pastels may have
encouraged Manet to pursue the
medium. Gonzalés no longer asked his
advice. “Did my failures attract your
contempt?” he asked mournfully.

The friendship endured. At Manet'’s
death in 1883 Gonzalés, who had just
given birth to her only child, was braid-
inga wreath for him when she too died,
of an embolism, six days after her
teacher had.

Becoming the bride as the painting
prophesied, Jeanne married Guérard.
He guarded Gonzalés’s paintings
and continued to make etchings of
Manet’s: a custodian of two careers
sympathetically connected, each cut
tragically short.

To January 152023, nationalgallery.org.uk

Scandalous storytellers tackle Boris Johnson

PODCASTS

Fiona
Sturges

tthe start of British Scandal,

‘hosts Matt Forde and Alice

Levinelist the traits

required fora personto

feature on theirshow:
“Elite background, drippingin

mwivilana & whilanAarar idaslhr

subscribers, on’ for hioned potboiler, while she deli
everyone else) tojourney into the past, pithy asides. Their amused tone
starting in Exmoor in the early 1970s hasn’t always sat well in previous
‘whereyoung Alexander BorisdePfeffel  series —one about the murder of
Johnson, his sister Rachel and brother i fector Al der Litvinenk
Leopractised shootingairriflesastheir ~ wasjarring.
father, Stanley, looked on. Welearn Buthere it works well as Levine emits
how, during one shooting practice, Leo gasps of horror at the emerging
shot Borisinth h, prompti imilariti Johnson’s anticsin
dash tohospital. is university days — such ashis speech
Backat home that night, Stanley atthe Oxford Union arguing for the
madea prediction that one of his reintroduction of capital puni
children would grow up tobe despite notbelieving aword of it —and
exceedingly powerful. As BritishScandal  his actions in frontline politics.

tellsit, this was when young Boris,

Alrtrhinm hicstitrhad nnummd mada

This is, remarkably, the 19th season of

Dritich Crandal cimna ite Innmch in 0091
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Ahuge ego. A liar. Power-hungry. hisp that 1d an output that is only possible if you

Justshameless.” uptobe “king of the world”. recycle existing material rather than try
Step forward Boris Johnson, the latest Listeners of My Dad Wrotea Porno, the  to unearth something new. Nonetheless,

subjectof the podcast that tells the chart-topping podcastbuilt around Forde and Levine are good company,

stories of thy pincollective excerpts of bad erotic novels, will and their jokes aren’t bad either. British

outrage. Hisinclusion marksa already be familiar with Levine’s Scandal doesn’'taim high butit does

departure of sorts for the series sardonic style of commentary. Her whatitdoes with aplomb.

which, until now; has dealt almost rolehere is much the same: Forde

exclusively with people and events narrates a script that readslike an old- wondery.com

from the past, among themthe

abdication of Edward V11L, the Profumo
affair, Robert Maxwell, Lord Lucan and
Mary Whitehouse.

‘While these have undoubtedly made
for juicy subject matter, they are
already well covered in books, dramas
and TV documentaries, afact that has
sometimes made British Scandal seem
like old hat. johnsonis hardly an
unknown figure either, but the chain of
eventsthat led to his downfall as prime
‘minister, from the Chris Pincher affair
toPartygate, still feel comparatively
fresh. And given the events of the past
few days, there’s the chance of another
plot twist to come.

But before dealing with the present,
Forde and Levine use the opening

Monday 24 October 2022

episode (out now for premium
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Boris Johnson,
pictured in 1999,
is no stranger to
controversy

Jane Bown
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As the English Premiership faces steep financial headwinds, the issue of player welfare is threatening the
future of the sport as well. The twin problems add up to a transformative moment for the game.
By Samuel Agini and Josh Noble

Rugby union’s existential crisis

n September 23, the sto-

ried rugby union team

‘Wasps sealed their first

win in this year’s Gallagher

Premiership, fending offa
second-half fightback by Bath. 1t would
be their last victory in the league, per-
haps forever.

The Coventry-based club was placed
into administration on October 17, and
i diately made 167 empl
redundant, from the England players in
their first team, to coaches and players.
Wasps were founded in 1867 and
achieved European glory twice.

But history wasn’t enough to pay the
bills. The club collapsed when it was
unable to repay debts to creditors,
including the UK tax department and
retail bondholders, after Covid-19 ate
intorevenues.

Wasps are not the only victim among
the 13 teams that made up the Premier-
ship. Worcester Warriors were sus-
pended from theleague earlier in Octo-
ber after they failed to show the authori-
ties proof of insurance cover, funds to
meet monthly payroll and a “credible
plan” to take the club forward.

Jason Whittingham and Colin
Goldring, the former owners, were fined
and banned from serving as company
directors for 12 months because they
did not file financial accounts for the
year to the end of February 2021.
Rumours persist that other teams might
yetjoin them in administration.

The collapse of the two clubs hints at
something rotten in the financial state
of English club rugby. Even before Covid
wiped out ticket sales and hospitality
revenues, rugby union’s top clubs were
mired by fragile finances.

In a review published in May 2020,
the late British lawmaker Lord Myners
found that even as collective revenues
rose to more than £200mn in 2018 on
the back of a new broadcast deal with
BT, losses mounted to £40mn. All but
one club in the top flight booked losses
inboth 2017 and 2018.

By choice or necessity, rich owners
were forced to act as benefactors, pick-
ing up the bill as losses — and debts —
mounted. “There are people who make
the assumption that rich people will
continue to fund clubs because they’re
rich,” says one sports banker. “Those
peopleareidiots.”

The future of the Premiership — and
its clubs — is vital to the wider game,
from fans and the grassroots to players
and the club European Cup and Six
Nations contest of national teams.

Interested parties go beyond sport:
CVC Capital Partners, which paid
£200mn for a 27 per cent stake in the
Premiership in 2018 as part of a wider
investment in rugby union that also
includes the Six Nations, is betting that
the league can grow its audience and
strike more lucrative commercial deals.

UK taxpayers are also on the hook
after the government stepped in as a
lender of last resort during the height of
Covid-19 as clubs added debt to their
balance sheets. Julian Knight, a Con-
servative member of parliament and

A scrum
between Wasps
and in

the start. To control those costs, and
ensure a level financial playing field for

January, main.
Also pictured
are Leicester
player Ben
Youngs, centre,
and Wasps’
Jacob Umiaga,
right, in an
English game
that is
struggling to
overcome
problems
compounded by
the pandemic.
Harlequins® Alex
Dombrandt,

below
FT montage; AFP/Getty
Images

clubs, the introduced a salary cap
for players in 1999. Rather than limit
individual salaries, it put a ceiling on
the overall collective wages for senior
players.

But as England began to breed super-
stars such as Jonny Wilkinson, whose
last-minute drop goal won the World
Cup in 2003, the clubs needed to pay
superstar-sized salaries.

“An arms race started for players with
money the game couldn’t afford,” says
Tim Crow, a sports marketer who has
negotiated sponsorships with the Six
Nations, British & Irish Lions and the
Premiership. “Ithasn’t changed.”

As the Myners review would later
report, the game became prone to finan-
cial ups and downs. Periods of relative
stability typically led to excess, mostly
as clubs pushed salary budgets to the
limits in pursuit of domestic and Euro-
peantitles.

Club owners becoming accustomed to
annual losses were delighted, then,
when CVC took a 27 per cent stakein the
Premiership in 2018, giving the game a
£200mnwindfall for growth.

Then the pandemic struck. Instead of
using the roughly £15mn they each
received from CVC to invest in infra-
structure, clubs were forced to use the
cash to survive. CVC was flexible and

‘Anarms

race
started for
players
with
money
the game
couldn’t
afford. It
hasnt

changed

club plays by six a season. “What we
need to do is create a system and a
model where investors in clubs feel the
confidence to take a long-term view on
the asset growth of the club and the
sport,” says Simon Massie-Taylor, chief
executive of Premiership Rugby. “We
need toimprove some of the governance
structures that we have and improve
decision-making.”

Some club owners want a rethink of
their relationship with the RFU, the
national governing league. At presentits
primary responsibility is running the
national team but it also invests in
development of the grassroots game in
partnership with the clubs, and sets the

Premiership may need to consider
whether the ceiling on player pay is set
at the right level. “I don’t know how it
has been feasible to have that salary cap
considering what their revenueis.”

But revenue growth is also important
totheclubs and CVC, which is optimistic
about the future of the Premiership’s
media rights. Cutting the number of
games played is not expected to be an
issue because not all are screened live by
pay-TV partner BT Sport. The addition
of free-to-air games on ITV has widened
theleague’sreach.

CVC is optimistic about the league’s
chances when its media rights next
come up for sale. Relative to its 12mn

former players — including Thompson
— have initiated legal proceedings
against World Rugby, the RFU and
‘Welsh Rugby Union, alleging that the
sport’s governing bodies had been negli-
gentin “failing to take reasonable action
in order to protect players from perma-
nentinjury caused by repetitive concus-
siveand sub-concussive blows”.

Richard Boardman, the lawyer lead-
ing the action, says that brain injuries
among former players had now become
“an epidemic and an existential crisis”
atalllevels of the game.

The RFU calls the welfare of players
its “number one priority”, and says its
guidelines are continuously updated in
line with scientific advice. “As under-
standing of ion in sport evolves

rtule book for the professional game. fan base in the UK, rugby union under-
Some say the Premiership shouldbe  performs on broadcast and ial

given! ponsibility for ing  income, i Nielsen Sport.

the competition and its clubs. “The The private equity firm is betting the

[RFU is] our biggest competitor for
sponsors and players,” says one club
owner. “[Yet] they’re governing us and
regulatingus. It makes no sense.”

Clubs especially lament that interna-
tionals take precedence over domestic
'games, and that their teams suffer when
their star players are away on England
duty. “The reality is that the RFU stage
international games,” says Tony Rowe,
chair and chief executive of Exeter
Chiefs. “That’s to obviously give them
the funds to support community rugby
in Eneland but also to pav to berrow our

Premiership can increase the value of its
£40mn-a-season UK broadcast deal
(France’s Top 14, by comparison,
secured a deal with Canal+ in 2021
worth €113mn a year). Growing the
value of media rights might also attract
richer investorsto the Premiership.

‘What we need todois
create a systemand a

model where investors in
rhihe feal the ranfidence

then our protocols and laws have
evolved, and will continue to do so.”

As the scientific research showing
potential dangers from playing rugby
has been growing, participation in the
sporthas beenin decline.

A survey by Sport England showed
that the number of people participating
inrugby union in 2019 was 228,400,212
per cent drop from three years earlier.
The figure for last year plunged to
133,600, partly due to Covid.

Aseparate survey by the Drake Foun-
dation, a non-profit that funds research
into head injuries in sport, found that
more than half of parents were con-
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chair of the digital, culture, media and
sportselect committee, has warned that
the travails of Wasps and Worcester
raise “serious concerns about the future
ofthe sport and its financial viability”.

Clubowners, senior executives, inves-
tors, the league and authorities see a
window of opportunity for a “reset” that
can put the sport’s finances back on
track. “We’ve had 25 years of pro rugby
now and the model is bust, really,” says
the owner of one club. “This is a
moment toreset the dial.”

Doing so could unleash the commer-
cial power of a league in rude health in
terms of the competitive quality of the
matchesand viewership numbers.

Yet looming beyond the health of the
UK rugby’s clubs is a separate, more
existential, crisis over the health of its
players that could have even wider
repercussions for the sport. dred:

All pages from Financial Times (Asia), Monday, October 24, 2022

made funds available to support clubs,
accordingto people close to the firm and
the sport, while the Premiership slashed
its salary cap to £5mn from £6.4mn pre-
viously.

Fundamental reforms are now on the
table. Proposals include giving greater
oversight of club finances to the Pre-
miership, which already monitors sal-
ary cap compliance, and cutting the
league downto10 teams.

Advocates say a 10-team league
would concentrate revenues — and top
players — among fewer clubs,
strengthening their finances. Senior
executives in the sport speak of a
“less is more” approach that
would also help the Premiership
avoid clashes with interna-
tional matches by reducing
the number of games each

of former players are suing global rugby
authoritiesfor alleged negligence in pro-
tecting them from life-altering head
injuries. The twin crises add up to a
transformative moment for the game.

Theseeds of disaster

Rugby is a punishing game played by
two teams of 15 players. The rules are
complex but canbe boiled down toa war
for territory that is won by moving the
ball up the pitch to score a try. The
Rugby Football Union was founded in
1871, but the game only turned profes-
sional in1995.

The Premiership’s first season as a
professional league followed in 1997-98,
and teams struggled with losses from

18

Premier League
1,632

Wimbledon  FA Cup football F1
81 &7 180
7 Six Nations 50

T

European Professional Club Rugby

Rugby’s broadcast revenues are dwarfed by football
Annual media rights values® (£€mn, 2019

England and Wales
Crickef Board 220
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assets, which are the play-
3 s ... and I don’t think
they pay enough. They
‘take the cream of Eng-
lishrugby.”
The RFU says “decon-
flicting and thereby reduc-
ing the overlap between Lhe

to take a long-term view’

At heart, however, a 10-team league
could be part of the solution to a far big-
ger threat to the future of the game:
player welfare.

Serious health

international and cl ! a
huge priority”. The governing body
also said it should take the lead on
checks of new owners of clubs, in con-
sultation with the iershi

The precise link between contact sport
and brain damage later in life remains a
hotly debated topic within the scientific

Both the league and governing body
are discussing how to ramp up financial
oversight of clubs, pointing to how the
French top-tier league isrun.

Clubs in France’s Top 14 have to sat-
isfy arange of criteria to obtaina licence
before the season to compete. RFU chief
executive Bill Sweeney says the process
involves a “complete review” of club
financial projections and business plans
byanindependentbody.

“They have to keep in the bank 15 per
cent of their cost projections in cash
deposits [and] if an owner is guarantee-
ingto bankroll any financial shertcom-
ings, it’s not just satisfactory to have a
letter from the owner, they have to have
abankguarantee,” says Sweeney.

“we need something like that in
place,” he adds, saying it will be dis-
cussed with the Premiership and the
government.

Clubs may also need to take a hard
look at whether salaries in the league
aresustainable. David Bond, a professor
at UTS Business School who sits on the
board of Sydney Rugby Union, says the

Rugby has faced questions on the
issue for years, especially since the game
‘went professional, resulting in bigger,
stronger players and a steep increase in
the amount of time spent training.

The subject is increasingly gaining
attention as more ex-players are diag-
nosed with serious neurological impair-
ments, such as chronic traumatic
encephalopathy, and motor neuron dis-
ease. Their plight has also been high-
lighted by recent TV documentaries,
such the BBC's Head On: Rughy, Dementia
and Me, which tells the story of former
England World Cup winner Steve
Thompson, who was diagnosed with
early onsetdementiaat the age of 42.

This month, a study released by
researchers at the University of Glasgow
showed thatinternational rugby players
had a “higher risk of a neurodegenera-
tive disease diagnosis” than the general
population, ranging from a doubling of
risk for dementia, and a more than 10-
fold increased risk of developing MND.

some of those affected are taking
action. A group of more than 200

FINANCIAL TIMES

cerned about the long-term impact
playing rugby might have on their
child’s brain health.

Progressive Rugby, a non-profit group
whose members include doctors and
former players, has been lobbying for a
number of changes to help reduce the
risk of long-term damage to the brain.
Those include reduced contact training,
longer time on the sidelines for those
who have suffered a blow to the head,
extended breaks for players returning
from international duty, and stiffer pun-
ishments for clubs that fail to comply.

“If we want to protect this game for
future generations, then we’ve got to
makechanges,” the group says.

Yet anyone involved with rugby
knows that change is a constant in this
sport, from an ever-shiftingrule book to
the many teams that have fallen from
the top tiers to obscurity. Clubs owners
say the fate of two teams shouldn’t be
mistaken for a death knell for the sport.

“Please, we're upbeat. It’s tough. Busi-
ness is tough. Attendances are slightly
down but we're not all looking over our
shoulders for the liquidators,” says
Rowe. “No matter what business you're
in, it’s pretty tough, and it’s been made
worse by that bad Russian man. We just
need our supporters to turnup.”

In some ways it reflects the game
itself. “You slowly lose a bit of momen-
tum and that happens in a game of
rugby,” said Wasps player Tom Willis
after the September 23 game in which
Bathhad almost made a comeback, only
for his side to close it out. “Teams find
their waybackintoit”
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The US midterm elections carry high stakes

But the results will not be
decisive for Trump’s
chances of a comeback

American politics has observed a cer-
tain rhythm since the end of the cold
war. A president is elected, attempts a
major piece of legislation or two, incurs
ahostile reaction and loses the first mid-
term elections. Bill Clinton (1994),
Barack Obama (2010) and Donald
Trump (2018) all know the routine.
George W Bush does not but he had lots
of post-9/11 goodwill on his side in 2002.
So if, as polls suggest, Joe Biden’s
Democrats lose one or both houses of
Congress on November 8, it will not by
itself spell a historic Republican realign-
ment. It will not assure the GOP of the
‘White House in 2024. Though Biden
was slow to see that inflation was a pub-
lic concern, it will not even mean that
his partyran a terrible campaign. There
isacycle at work, and itis hard to buck.

‘Whata Rep Congress will dois
change Washington. Biden, who has
‘been a prolific legislator, with bills on
infrastructure and social spending to his
name, will see his domestic agenda slow
and, perhaps, end. (He hopes, for exam-
ple, to strengthen abortion rights
‘through statute).

Republicans will neuter the inquiry
into the Capitol siege, and launch new
ones of their own into Democratic scan-
dals real or lmlgmed America’s epi-

mightalsoreturn

guarantee, as winter bites and the econ-
omy falters, that even the consensus
over Ukraine will survive. The demo-
cratic world must hope thatit does. Geo-
politically, no less than financially,
the stakes of these midterms could
hardly be higher.

There is another reason why foreign
audiences will be parsing the midterm
results. He is not on a single ballot, but
Denald Trump hovers over these elec-
tions far more than anyone who is. If

for another instalment. In return for

ionsinother areas, a
Congress can withhold permission to
raise thelimit of federal borrowing. This
is disruptive enough innormal times. At
an already fraught moment in world
financial markets, it carries an extra
danger.

Thanks to bipartisan revulsion of
Russia’s war on Ukraine, and cross-aisle
votes on afew issues, some of the poison
has drained out of Congress of late.
Expect it to seep back in. There is no

did bearing the stamp of the
former president do well, his already
strong chances of winning the Republi-
can nomination in 2024 will go up. Oth-
erwise —and hisrecord asan endorser is
mixed — GOP donors and apparatchiks,
if not the base, will cast around for an
alternative, such as Florida governor
Ron DeSantis. Or, at least, that is the
hope.

It is a hope that should be kept in
check. Trump s already a provable elec-
toral drag on the Republicans. He led
them to a midterm rout four years ago

and, perhaps.
end

and lost the White House in 2020. His
approval rating as president was con-
sistently poor. And still activists love
him while the establishment, whatever
its private qualms, indulge him. It is
entirely possible that Trump will cost
his party lots of votes at the midterms
and still emerge unscathed.

He has a habit of endorsing candi-
dates and then disowning them when it
suits him. For instance, if Mehmet Oz,
that purveyor of quack science, fails to
become senator for Pennsylvania,
expect him to be written off as insuffi-
ciently Maga. The same is true of JD
Vance in Ohio. If Brian Kemp does not
hold on to the governorship of Georgia
(another key state in 2024), Trump will
blame it on his deviation from the popu-
list path. It is the nature of political cults
to interpret real-world information to
confirm existing biases. Bad health,
criminal charges: these things might
derail Trump before 2024. The results
on November 8, whichever way they go,
areunlikely to be as decisive.
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Driverless car revolution
1s stuck in the slow lane

Maria Hergueta

Elaine 3
Moore

hehype cycle of driverless

cars is on yet another

depressing downswing.

Lastweek, Tesla boss Elon

Musk admitted that full
self-drivingsoftware was not yet ready
to be used without someone sitting
behind the wheel. Mobileye, Intel’s
autonomous driving unit, cut its valu-
ationexpectation from $50bn down to
$16bn. Multiple media outlets have
published stories mocking the sector
for its failings after billions of dollars
ofinvestment.

The peculiar thing is that this has all
happened just as robotaxis arrive on
the streets of San Francisco. For $10 or
s0, you can catch a driverless car from

2010. Last year, funding of autono-
mous vehicle companies exceeded
$12bn, accordingto CB Insights.
Development has been much slower
than expected, too. The dream of driv-
erless cars has been around for almost
as long as the autumuhlle 1!self The
modernerad ’sself-
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NHS spends a pittance on prevention and that must change

Research carried out for the NHS
Confederation shows that increased
NHS investment would stimulate
economic growth (“NHS boosts wider
UK economy, study suggests”, Report,
October 17).

However, it’s not what you spend but
how you spend it that determines
‘whether investment is productive, and
the evidence is clear about how to
achieve the greatest impact in reducing
disease, disability and premature
death: prevent illness in the first place.

Investment in treatment is necessary
‘but not sufficient. It needs to be

estimated that public health
interventions cost three to four times
less than that of NHS interventions for
each additional year of good health
achieved in the population. Yet this is
where the cuts have fallen to date, with
the public health grant falling by a
quarter in real terms between 2015 and
2021, and funding for tobacco control
by a third, while NHS spending
continued to grow in real terms.
Restoring the public health grant to
its historical real-terms per capita
value is estimated by the Health
Foundation to require an additional

funding, local authorities are facing
real-terms further cuts to already
threadbare budgets.

The NHS long term plll] sbepped up
o help fill the gap, recognising that the
NHS can take important action to
“complement” — but not replace — the
tole of local authorities and the
contribution of government. It
contained a crucial prevention strand,
supporting behaviour change, to tackle
the leading modifiable risk factors of
smoking, poor diet, high blood
pressure, obesity and alcohol and drug
use. The plan also promised that action

Where integrated care systems are
working collaboratively with local
authorities, the prevention and
inequalities strands of the plan are
beginning to bear fruit. But unless
these strands become fully embedded
in NHS culture, there are risks that
funding will fall away once the plan
comes to an end.

The pittance spent on prevention
must be nurtured, not neglected, or
NHS investment will fail to deliver the
economic growth that is being
promised.

Deborah Arnott

driving project, now Waymo, which
began in 2009. By the time I arrived in
San Francisco in 2018, it seemed as if
driverless cars would surely be on
every road in a matter of months. Uber
claimed that it would soon do away
with human drivers, while Waymo
and Lyft were launching robotaxi
schemes in Phoenix and Las Vegas.
Everyone from SoftBank to Apple was
investingin autonomous vehicles.
Since then, however, the sector’s
fortunes have waned. The same year,
an Uber self-driving car killed a
woman who was crossing the street in
Arizona. Tests were stopped and opti-
mism collapsed. Two years later, Uber

accompanied by prevention and public | £1.4bn a year in 2021-22 price terms by | oninequalities would be central to Chief Executive, Action on Smoking &
health. The Health Foundation has 2024-25. Yet, rather than increased everything that the NHS does. Health, London SE11, UK
Industrial policy is a lens UK Tel Aviv embassy plan | If there is to be an LDI
on superpower rivalry fits a Trumpian world view | inquiry, here’s a suggestion
Robin Harding misunderstands the Your report “Truss urged to drop Congratulations to Michael Tory (UK
motivation of the US (“Slowing Chinese review into moving Tel Aviv embassy™ pension fund crisis shows there is no
gmw‘.h is a recipe for global (October 14) cites the widespread capitalism without capital or risk”,

ity”, Opinion, October 14) when opposition to moving our embassy to Markets Insight, FT Weekend, October
he argues I.hat America’s policy is Jerusalem on foreign policy and 1) for highlighting the 30 years of
aimed at slowing China’s ascent to international law grounds. But there is regulatory mismanagement which has
‘becoming the world’s largest economy. also a simple truth underneath the culminated in the debacle of the Bank
This description of policy simply fuels rationality and the law. Moving the of England having to intervene to save
greater stress dynamics in the embassy would be going down Donald UK pension funds from their liability-
relationship between the two countries, Trump’s road of putting rightwing driven investments’ margin calls.
and reinforces China’s paranoia. While 1sraeli wishes above Palestinian rights In the unlikely event that there is a

it may be argued that China’s
geopolitical ambitions are at the core of
‘America’s overall concerns, this doesn’t
‘work so well as a motivation for its
policies on semiconductors and other
advanced technologies.

Ancther and perhaps more accurate
‘way to look at the competition between
‘the world’s economic superpowers is
through the lens of industrial policy

A superyacht linked to sanctioned
Russian oligarch Roman Abramovich

and, more broadly, of setting the
principle that all peoples have equal
rights under international law at
nought.

Trump moved the US embassy to
Jerusalem in May 2018. That was
intended as the first instalment of his
self-styled “deal of the century” plan to
solve the Israeli-Palestinian conflict.
The plan would basically have given

government inquiry into the UK
pensions system, as Tory calls for,
mightTadd one item to the agenda?
‘What I have long termed the “unholy
trinity” of the accountant, the actuary
and the regulator have forced UK
pension funds to disinvest from UK
equities because of the use of volatility
as a measure of “risk-adjusted returns”,
whereby volatility in daily priced
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Alamo Square to the bars of Nob Hill,

sold its driverless car unit to local

watching from the back seat as the  start-up Aurora.
wheel turns itself to e the The chall remains i
car through traffic. Driverless cars do not just have to con-

The test scheme was launched by
Cruise, an autonomous vehicle busi-
ness majority owned by General

There is still
NO CONSENsUs on
how autonomous
vehicles should work

Motors. Like Uber, it hasan app you can
use to calla car to meet you. Prices are
similar, too, though presumably the
rides should be cheaper ifit takes off.

Itis disconcerting to see a driverless
car pull up beside you and listen as a
robotic voice tells you to put on a seat-
belt and enjoy your ride. But every
journey I have taken has been per-
fectly smooth. The cars are cautious
drivers when they spot obstacles,
which is very reassuring for nervous
passengers. This could also be why
there have been reports of cars stuck
intheroad and blocking traffic. Aftera
crash with a speeding vehicle, Cruise
recalled its robotaxis and updated the
software. It now plans to expand the
scheme to Austinand Phoenix.

Hailinga driverless car to get from
one part of town to another feels like
living in the future. It can sometimes
seem as if all the money in tech is
being poured into digital advertising,
cryptocurrencies and consumer apps.
Live in San Francisco for long enough
your phone will fill up with apps for
every conceivable convenience. But
autonomous vehicles, an ambitious,
difficult and potentially life-changing
sector, offer a more tangible example
of tech progress.

Ithas been an outrageously expen-
sive endeavour. McKinsey put the
total invested at over $100bn since

Monday 24 October 2022

trol the mechanics of a vehicle, they
have to understand the world around
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them and make rapid d when
circumstances change. Thereisstill no
consensus on how they should work,
either. Cruise maps the roads it drives
by mixing road data collected by both
cameras and lidar — laser-based sen-
sors. Tesla has called lidar a “crutch”.
1fit was possible to build the infra-
structure for driverless cars from
scratch things would be simpler. Roads
are busy and messy. They are full of
different users making irrational deci-
sions. Cars must notjust see the obsta-
cleahead but know whether it is about
tomove and, if so, in what direction.

Cruise’s robotaxi test is a fairly con-
servative one. The cars can only drive
between 10pmand 5.30am. If want to
show visitors the wonders of autono-
mous vehicles, Thaveto wait for night-
time and make sure I'm in the right
partof thecity.

still, the money keeps coming.
Either driverless cars are an example
of sunk cost fallacy or their slow start
is not seen as a hindrance to eventual
adoption. Uber has signed a deal with
Motional — the start-up that works
with Lyft to offer autonomous vehicle
rides in Vegas. Volkswagen’s automo-
tive software subsidiary Cariad is
investing $2bn in a partnership with
Chinese chipmaker Horizon Robotics.
Waymo is planning to expand its
robotaxi service to Los Angeles and
Cruise hopes to get regulatory
approval for robotaxis without pedals
orsteering wheels.

It has been a slow and expensive
road. It may still be years before the
cars are widespread. But for many of
the biggest companies in the world,
driverless vehicles are still inevitable.

elaine.moore@jt.com

and technological dominance. America’s carte blanche to Israel to equities is deemed to denote risk.
‘Whereas the US and its western allies | way to overcome this challenge is to incorporate all of Jerusalem and annex For long-term savings vehicles such

‘were generally asleep in the wake of provide more transparency into their everything it wanted in the West Bank. | as pensions or life assurance products,

the 2015 “Made in China” report that portfolios, with thorough sanctions The Palestinians would have been left daily volatility or, indeed, liquidity is

detailed the sectors in which China data spanning all jurisdictions and with between 15 and 20 disconnected irrelevant. Yet the use of volatility as a

a]med to emnbhsh its industrial and multiple asset classes. enclaves. Even that Palestinian definition of “risk” has forced these

‘this has now Failure to meet the demands of “statehood” was to be contingent on long-term investors to disinvest from
changed. As a result of supply chain government bodies such as Ofac and Israeli and US approval. The plan quoted equities and thus from funding
shortages, the pandemic and a 'OFSI with respect to sanctions dripped with condescension towards UK businesses. Private equity is awash
jon of the of may result in costly finesbut | Palestinians. with cash and buying quoted

reshoring, some countries have woken | also will have an unpacl on the returns It wa: d to Washi s y month precisely

up to the ic chall financial insti an generate, archives after Joe Biden became because their business model does not.
Semiconductor legislation and should they hold sanctioned securities president but it hasn’t been forgotten. require them to price their holdmgs

technology curbs seen in thislightarea | intheir portfolios. 1f the Tories persevere with movingthe | daily, but on an irregular basi

stronger explanation for recent US This is the reason the quality of the embassy, they will be associating this marking their own lmmework in

actions than a more sinister goal of underlying sanctions data is pivotal for | country with Trump’s plan and his wvaluations.

halting China’s rise. In an environment | efficient nmmtﬂnng and compliance, view of the world. Their funds are deemed less volatile

of rampant mistrust between the two asth p inuesto | Arthur d and hence more attractive to pension

countries, it would better to attribute evolve at a rapid pace. Parliamentary and Diplomatic Officer funds, which have sold quoted equities

policy causation properly. Oliver Bodmer Jews for Justice for Palestinians to mvest in pr[vate equity fundsona

Danny Leipziger Senior Product Manager, SIX Group London TW11, UK , despite the signi

Professor of International Business (Owmers of the Swiss and Spanish Stock .. . . higher fees involved.

George Washington University Exchanges), Zurich, Switzerland This is the kind of boring Please could we remove daily

Washington, DC, US . . - volatility from the definition of risk, in

. Tory sniping and gallows banking I'had in mind risk-adjusted returns?
Banks need quality data to ) : T couldn’t agree more with Bill Harris, ‘This could bring billions back to fund
humour won't be forgiven 5 e Ak
combat sanctions scrutiny et e e et e, T D o
The brutal comments made by made life too complicated (Opinion, be in line with the government’s

The sanctions landscape has been unnamed Conservative MPs about Liz FT Financial Literacy and Inclusion growth agenda.

transformed this year by the actions ‘Truss (Big Read, October 15) may be «Campaign, October 13). Richard Buxton

against Russian individuals and entertaining but they do little to repair In the graduate course on emerging Fund Manager, Jupiter, London SW1, UK

companies. the dim view of the party. markets finance that I taught during Lo .
The latest plans by the US Treasury Dogmatic triumphalism may finally the 20008, I suggested to my students Fll'ld]l‘lg a rhy'me for Boris

‘o collaborate more closely with the have given way to an acceptance that that people would not be able to sleep .

UK’s Office of Financial Sanctions experts (and the markets) need to be peacefully at night until “banking mlght be the cha]lenge

Implementation is likely to increase
the scrutiny that financial institutions
face (“US and UK strike accord to boost
sanctions co-operation”, Report,
October 18).

Building on the recent executive
order from the US Treasury
department’s Office of Foreign Assets
Control requiring funds and derivatives
‘o be screened for sanctioned securities
— on top of the screening that applies
‘o equity, debt and structured products
— an already complex area has become
even more important from a
compliance perspective.

For financial institutions, the only

listened to, but MPs who criticise the
government without sticking their
heads above the parapet appear
craven.

It is time for any Conservative MP
who is willing to place the interests of
the country above those of the party to
openly declare the need for a general
election. Anonymous snipes and efforts
at gallows humour are no substitute for
integrity. The nation deserves better
and voters will not forget the names of
those who permit the current
inadequacy to continue.

Adam Cole
Guernsey, The Channel Islands
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‘becomes boring again”. The kind of
boring I had in mind was what I saw in
the 1950s and 1960s when my father

‘We are not quite out of the woods on
the title. But the chorus almost works,
to the tune of Paul Simon’s “50 Ways to

‘was a lawyer with Citibank in New Leave Your Lover™

York checking the fine print of loan Just slip out the back, Sunak,

contracts with Greek shipowners. Make a new plan, Braverman,
The opposite of boring was what my Try a new stunt, Hunt,

son was doing in the 2000s with a Just get yourself free.

hedge fund based in Greenwich, Hop on the bus, Truss,

Connecticut. We can only hope that You don’t need to discuss much,

cryptocurrencies are the last of this Just drop off the key, Kwasi,

madness. And get yourself free. . .

Lex Rieffel Perhaps the editorial staff at the FT

Former US Treasury can fine-tune the rest.

Economist; Former Brookings Institution Irene Schaudies

Scholar, Washington, DC, US Antwerp, Belgium

Opinion

China’s economy will long struggle to overtake the US

Ruchir *'.

Sharma

s he embarks on a third
term, Xi Jinping’s goal is to
make China a mid-level
developed country in the
next decade, which implies
the economy will need to expand at a
rate of about 5 per cent. But underlying
trends — bad demographics, heavy debt
and declining productivity growth —
suggest the country’s overall growth
potentialis about half that rate.

The implications of China growing at
2.5 per centhave yet to be fully digested
anywhere, including Beijing. For one
thing, assuming that the US growsat1.5
per cent, with similar rates of inflation
and a stable exchangerate, China would
not overtake America as the world’s
largest economy until 2060, if ever.

Growth in the long term depends on

more workers using more capital, and
using it more efficiently (productivity).
China, with a shrinking population and
declining productivity growth, has been
growing by injecting more capital into
the economy at an unsustainable rate.
China is now a middle-income coun-
try, a stage when many economies natu-
rally start to slow given the higher base.
Its per capita income is now $12,500, a
fifth that of the US. There are 38

dv day, and all grew

past the $12,500 income level in the dec-
ades after the second world war —most
quite gradually. Only 19 grew at 2.5 per
cent or faster for the next 10 years, and
did so with a boost from more workers;
on average the working age population
grew 1.2 per centa year. Only Lithuania
and Latviahad a shrinkingworkforce.
Chinaisan outlier. It would be the first
large middle-income country to sustain
2.5 per cent gross domestic product
growth despite working-age population
decline, which began in 2015. And in
China this decline is precipitous, on
track to contract at an annual rate of
nearly 0.5 per cent in the coming dec-
ades. Then there’s the debt. In the 19

countries that sustained 2.5 per cent
growth after reaching China’s current
income level, debt (including govern-
ment, households and businesses) aver-
aged 170 per cent of GDP. None had
debts nearly ashigh as China’s.

Before the 2008 crisis, China’s debts
held steady at about 150 per cent of
GDP; afterwards it began pumping out
credit to boost growth, and debts spiked

If anything, 2.5 per cent is
an optimistic forecast that
plays down the risks,
including trade tensions

‘to 220 per cent of GDP by 2015. Debt
binges normally lead to a sharp sluw—

much of it funded the property bubble,
where all toomuch of it went to waste.

Though capital — largely property
investment — helped pump up GDP
growth, productivity growth fell by half
to 0.7 per cent last decade. The effi-
ciency of capital collapsed. China now
has to invest $8 to generate $1 of GDP
growth, twice the level a decade ago, and
the worst of any major economy.

In this situation, 2.5 per cent growth
will be an achievement. Sustaining basic
productivity growth of 0.7 per cent will
barely offset population decline. To hit 5
per cent GDP growth, China would need
capital growth rates near those of the
2010s. Most of that money went into
physical infrastructure: roads, bridges
and housing. Given the scale of the hous-
ingbust, it’s likely overall capital growth
will fall back to about 2.5 per cent.

down, and China’s
ate in the 2010s, but only from 10 per
cent to 6 per cent — less dramatically
‘than past patterns would predict.

China avoided a deeper slowdown
‘thanks toa tech sector boom and, more
importantly, by issuing more debt. Total
debt is up to 275 per cent of GDP, and

Of course, th is that China
can achieve whatever target the govern-
ment sets, but consensus forecasts have
fallen short of recognising the pace of
China’s slowdown in recent years,
including this one, when growth islikely
to fall below 3 per cent. Around 2010,
many forecasters thought China’s econ-

omy was going to overtake the US’s in
nominal terms by 2020. By 2014, some
economists were claiming China was
already the world’s largest economy by
purchasing power parity — a construct
based on theoretical currency values
with no meaning in the real world.
These theoreticians said the yuan was
grossly undervalued and bound to
appreciate against the dollar, revealing
the dominance of China’s economy.

Instead, the Chinese currency depre-
ciated, and its economy is still a third
smaller than the US’s in nominal terms.
1f anything, 2.5 per cent is an optimistic
forecast that plays down the risks to
growth, including tensions between
China and its trade partners, growing
government interference in the most
productive private sector — technology
—and concerns about the debt load.

Chinaat2.5 per cent growth has major
implications for its ambitions as an eco-
nomic, diplomatic and military super-
power. Alesser China is more likely than
the world yet realises.

The writer is chair of Rockefeller Interna-
tional

The perils of
productivity
paranoia

Rana
Foroohar

lue-collar workersare used to
being monitored 24/7. Lean
manufacturing facilities
often have productivity
screens right by work stations
to see progress in real time — and gauge
whether staff should get a bit extra at

eye movements they make, or when
their screens godark.

In some ways, this is the next step
from existing workplace software pro-
grams such Google Workspace or Micro-
soft 365, which gather certain kinds of
data but don't track keystrokes or take
screenshots. Such programs are part of
the surveillance economy, no question,
but they may obscure individual work-
ers’ identities or limit the time period in

ings blog poston the topic cited a case in

‘which a retail store worker used an

which data can betracked.
Either way, the rise of workplace sur-
ill rep what Mi
chief Satya Nadellah dled  office

anew “productivity paranoia” on the

to check her personal
emall and bank account occaslona].ly

Privacy and labour would

like to see clear notifications for
about when surveil
software is bemg used (some Usstates,

newbie s, who — perhaps
driven by their own desire for visibility
— hold almost a third more meetings
than moreseasoned peers.

Mapping
the path

toa Labour
landslide

Lewis
Baston

1 the final days of the 1997 general
election campaign, Tony Blairtold a
crowd of supporters that Britain is
“not a landslide country”. Despite
his generous lead in opinion polls,
most agreed — Labour would win, but
surely not win big. The consensus was
proved wrong within hours: Blair
secured aCommons majority of 179.

Aquarter century later, caution about
the idea of a Labour landslide endures,
despite a large, consistent lead in the
polls and the highly volatile political cli-
mate. But it is time to consider a com-
prehensive victory for Sir Keir Starmer.

Expert opinion since 2019 has
stressed thelack of historical precedents
for Labour winning a majority in one go.
The geography also looked very diffi-
cult: the party’s votes are inefficiently
distributed, largely concentrated in
urban strongholds. For two reasons, pse-
phologists won't be pouring cold water
on Labour’s chances this time. First, the
recent polling leads of 30 points and
more have only one parallel — Blair’s
ascendancy in1994-97. Over 20 points is
usually enough to presage a change of
government, even if, asin 1997, the mar-
ginis less dramatic on pollingday.

The other reason is how the vote
translates into seats. Opinium (one of
the UK’s more cautious pollsters) has
produced amodel election result for the
TUC usingthe MRP statistical technique
and based on only a 15-point national
Labourlead. Contrary to the effects ofa
uniform national swing, which would
deliver a small Labour majority, Labour
would win a huge 1997-style majority.

The model showed the Conservative

Starmer’s personal ratings
are far below Blair’s at his
peak but there are plenty
of echoes of that era
vote falling proportionately to previous
support, endangering vast swaths of the

party’sterritory. In a “safe seat”, secured
with about 60 per cent support in 2019,
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the end of the day or be docked for not
working hard enough.

Likewise, low-wage service staff
working in restaurants or retail chains
nften have their lives upended by a]gn-

at

th:

schedules to customer demand, makmg
it difficult to look after children or plan
very far in advance. Upper-level white-
collar workers have historically enjoyed
'more humane evaluation methods; but
now, thanks to surveillance capitalism,
their progress is being tracked minute
by minute, too.

The number of employers using data
surveillance software to monitor

part of employers. Clearly, the work-
from-home trend and many employees’
reluctance to give it up has managers
desperately seeking new performance
metrics. But digital Taylorism isn’t the
way forward, for th

All pages from Financial Times (Asia), Monday, October 24, 2022

(who hasn't?), and tound
out that another employee had seen the
information. When she informed her
employer, she was fired.
‘While you could argue she made a bad

First, just as office face time was an
imperfect productivity metric, tracking
keystrokes istoo. White-collar jobs, par-
ticularly the kind that won’t eventually
be done by technology, tend to be about
creative thinking, relationships, team-
work and soft skills. Indeed, the very
productivity-enhancing things that
managers cite when trying to get people
to come back into the office, such as

has doubled since the start of

idental idea and trust-

the pandemic. Nearly two-thirds of
medium to big companies in the US
(and many elsewhere) now use such
systems, which do everything from
monitoring email and web browsing, to
tracking workers’ location md move-
ment, to ding what k and

building at the water cooler, are exactly
the activities that can’t be tracked by
surveillance software.

Second, while there’s no proof these
metrics doagood job at gauging produc-
tivity, research shows they increase
stress and A recent Brook-

jud; call to use a work computer
for a personal task, the anecdote reflects
something bigger, which is that there
are barely any lines between work life
and personal life these days. Post-pan-
demic, with employees often logging in
to corporate systems from their own
computers at home, or doing weekend
Zooms because they can, there is a need
for stronger protections about how and
‘where employees can be monitored.

such as C Dy Cali-
fornia, already have this in place). The
EU mandates this via GDPR, though in
practice, many workers simply box-tick
the consent rules since they can’t do
their jobs if they don’t sign off on data
monitoring.

r'd argue that surveillance of employ-
ees working from home should be ille-
gal, and that surveillance in the work-
place should be done only for limited
time periods, with full transparency and
a clear purpose (measuring the success
ofanewproject, for example).

Perhaps the best way for managersto
improve productivity would be to turn
the data lens on themselves. Managerial
meetings are ripe for study: consider
that the number of meetings attended
by employees rose 13.5 per cent during
the pandemic, even though research
shows that 70 per cent of all meetings
keep employees from doing more pro-
ductive work. Much of the blame goes to

Aside Irom cutting meetings, compa-
nies may do well to cut managers. One
recent NBER paper by Daron Acemoglu,
Alex He and Daniel le Maire found that
business managers in particular (mean-
ing MBA types, rather than those with
sectoral expertise) tend tolower worker
wages without increasing output,
investment or employment growth. The
authors conclude these types of bosses
do exactly what they are taught to do at
business school, which is to cut labour,
cutcosts and maximise share price.

But they also find that in doing so,
such companies tend to lose the most
highly skilled workers, who leave for
greener (and perhaps kinder) pastures.
Perhaps the lesson here is that manag-
ers themselves are often the key differ-
ential in corporate productivity. Per-
haps they should practice less surveil-
lance, and more self-examination.

rana.foroohar@ft.com

the Tory vote share was down 25 points,
enough tojeopardise it. In areas of lower
support, say 25 per cent in 2019, the fall
was just 10 points. In this case, Labour
needs to be only about 8 points ahead
for amajority.

If Labour prevails in 2024, it will have
an electoral alliance of old (the metro-
politan seatsit won in 2019), new (some
lasting additions to its coalition on the
south coast, affluent suburbs and com-
muter towns, and posh bits of London),
borrowed (the traditional marginals
and the “red wall”, which will eventually
swing back) and blue (weird gains in
normally safe Tory areas).

1f 2017 is any guide, Labour will also
claw back some seats from the SNP in
Scotland if the party can demonstrate
momentum across Britain as a whole.
And it could break through, atlast, in
rural England. YouGov found a 13-point
Labour lead in rural seats in September.
Evenin1997 Labour did not make much
progress in the countryside, but Opin-
ium’s model had Labour ahead in coun-

A political backlash against monetary policy is looming

Martin
Sandbu

hree weeks ago, Sanna
Marin, Finland’s prime
‘minister, retweeted alink to
an article by a Finnish aca-
demic with the following
quote: “There is something seriously
wrong with the prevailing ideas of mon-
etary policy when central banks protect
their credlblhty by driving

pose is more perilous than having one.

Comparisons with the 1970s often fail
to notice one important lesson of that
decade: a macroeconomic regime that
cannot justify itself will be toppled, first
intellectually, then politically. It was
from the ashes 0f 1970s monetary chaos
that theories were born justifying inde-
pendent central banks with a mandate
tokeep inflation low. Before the century
was out, independent inflation-target-
ing was de rigueur in most advanced
economies.

Forty years on, a new intellectual and
political reckoning would be less sur-
prising than the absence of one. The

“great moderation” pmduced by the

intorecession.”

Defenders of those prevailing ideas
predictably pushed back, warning
against second-guessing independent.
central banks or not valuing their credi-
bility. But defensiveness is the wrong
response. Not just because Marin didn’t
actually criticise any central bank
actions. But, more profoundly, because
avoiding a debate over whether our
macroeconomic regime is fit for pur-

20

1980s monetary hasinmany
countries long been accompanied by
stagnant wages for the low paid.

The glacial recovery from the global
financial crisis prompted the world’s
two biggest central banks to revise their
policy framework during the pandemic.
In 2020 and 2021, the Federal Reserve
and the European Central Bank vowed
to tolerate a period of higher inflation if
employment had further torise or there
would belittle room to loosen policy in

case of a downturn. But this new atti-
tude fell at the first hurdle.

‘With cost of living crises biting and
recessions looming in key advanced
economies, what are the odds of avoid-
ing a more profound reckoning for
much longer? Marin is not the only
national leader expressing uneaseabout
central banks. French president
Emmanuel Macron recently worried
aloud about “experts and European

monetary policymakers telling us we
must crush European demand to con-
taininflation better”.

Precisely because central bankers are
independent, it falls to political leaders
to tell their citizens why it is right to
meet Russian energy blackmail with
actions to clamp down further on
incomes and jobs. They would be remiss

if they did not question whether this is
the bestwe cando.

In comparison, central bankers have
it easy. They have legally imposed infla-
tion-fighting mandates, which are not
for them to question. And they have an
argument: that losing their “credibility”
— by which they mean people no longer
believe they can keep inflation low —
will cost even more jobs and lost
income.

But the credibility of central banks
itself is only as good as the credibility of
the macroeconomic regime as a whole.
That is not to say central bank inde-
pendence should be jettisoned, but to
ask openly whether itactually works lnr
the y. In pursuit of i

ties such asinvesting in the green transi-
tion or, indeed, in energy infrastructure
that would itself remedy energy-
induced inflation. Even if monetary
considerations should take priority,
such monetary dominance is undoubt-
edly something to be democratically
debated, not technocratically imj L
It may even be that central bankers
arenot independent enough but cave in
to the political pressure arising from
each new monthly record in current
inflation, rather than coolly focusing on
theirbenign medium-term forecasts.
Like in the 1980s, in time bright econ-
omists will suggest better ways of
deslgmng monetary policy against
hock

mandates central banks may be collec-
tively overtightening, as Maurice Obst-
feld has suggested. Or monetary policy
uncoordinated with fiscal policy may be
making matters worse, as Marin hinted
infollow-upcomments.

The IMF has warned governments
against budgeting “at cross-purposes”
with monetary tightening. But raising
interest rates puts monetary policy at
cross-purposes with fiscal policy priori-

* FINANCIAL TIMES

energy pri And unless we have
alucky escape from a sharp downturn
this winter, a political backlash is surely
coming too. The alternative to openly
debating these issues in a democratic
spaceistolet thatbacklash fester until it
breaks out in the more radical and dan-
gerous form of a populist assault on
institutions. Central banks’ credibility
‘would not beworth much then.

martin.sandbu@ft.com

ties never previ

The uther change is the deepening
cracks in the Tory home counties. In
2019, Labour and the Liberal Democrats
gained affluent, educated constituen-
cies and reduced margins in Tury

strongholds. Conservatives i

punishing losses in London in 1997 from
which they never recovered. As the
South East becomes more like London
in its economy and demographics, poli-
tics may follow.

Lib Dem supportin nahtmal pnlls has
not changed much si
result in 2019, hovering around 10 per
cent. But they could still make signifi-
cant gains. One reason is arithmetic — if
Conservative support drops sharply,
theywin seats. Another is politics; when
Lib Dem and Labour voters trade tacti-
cal votes, the electoral system behaves
as if there was one anti-Tory party and
rewards both. A Labour landslide, as in
1997, could easily bring in about 40 Lib
Dems, even on a falling vote share.

While Starmer’s personal ratings are
well below those of Blair at his peak,
there are plenty of echoes of that era —
wast pollingleads, tactical voting poten-
tial, a chaotic and divided Tory party. It
would be bold to predict a crushing
Labour win, but foolish to discount the
possibility. Britain could be landslide
country again.

The writer is a psephologist

Monday 24 October 2022
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Austerity will dilute pandemic efforts

Cuts in donations pose
threat to projects that
curb spread of diseases,
writes Andrew Jack

hen leading industrial
nations at the UN
pledged fresh support
to tackle some of the

world’s most lethal
infections last month, two nations
stood back.

That hesitancy — by Italy and the
UK — to provide more money to the
Global Fund to Fight Aids, TB and
Malaria, which supports prevention,
diagnosis and treatment in poorer
countries, was a signal of the difficul-
ties ahead in tackling existing and
emerging communicable diseases.

The coronavirus pandemic is esti-
mated to have killed at least 16mn
people globally, left millions more with
debilitating illness, and wreaked lasting
economic damage. It continues to claim
lives every day, and should be a sobering
reminder of the resurgent risks of
infection alongside the underlying —

and interrelated — orowth in non-

‘¥
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health regulations and continued reflec-
tion on afuture pandemic agreement.

He also cites a pledge by countries to
provide more core funding to his
agency, as well as a new pandemic fund
being developed under the auspices of
the World Bank.

Yet, as the most visible effects of

irus fade, nati

in some countries — combined with
belt-tightening amid an economic slow-
down — mean many policymakers are
turning their attention elsewhere.

Broader issues that help fuel the
spread of communicable diseases
remain poorly addressed, such asglobal
‘warming and deforestation, and some
may be competing for the same fund-
ng

For example, a recent commission
convened by medical journal The Lan-

Inside

Animals to people
Intensive agriculture,
climate change and
urbanisation drive rise
in ‘zoonotic’ ilinesses
Page 2

Covid lessons for
health systems

Crisis furned a spotlight
on healthcare services
Page 2

cetonth d luded that pol-
i must d e toregulate th
trade in domestic and wild animals that
spread infection to humans. But pan-
demic issues must fight for attention.
The Rockefeller Foundation recently
folded its Pandemic Prevention Insti-
tute into its wider activities, with its
head departing the organisation.

Government ansteritv alsnrisksdilnt-

Vaccines and
‘market failure’
Lack of fair access is
‘one of the biggest
chinks in our armour’
Page 2
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communicable diseases.

But, despite pledges tolearn the les-
sons of Covid-19, caution is already wan-
ing. And recent reminders of the need
for vigilance are failing to have the
impact they warrant. They include
growing antimicrobial drug resistance,
outbreaks of Ebola in Africa, cholera in
Haiti, and polio and monkeypox in the
Usand other developed countries.

Nina Schwalbe, adjunct assistant pro-
fessor at Columbia University’s Mail-
man school of public health, says that,
during the UN general assembly in New
York, where the Global Fund’s replen-
ishment took place: “You got a feeling
almost that Covid never happened. At
the UN, people were slammed together
in the elevators and the pandemic was
notacore part of the debate.”

Againstabackdrop of waning engage-
ment, she argues for a system to build
resilience against future pandemics
overseen by heads of government to
ensure accountability.

“It'sremarkable that we went through
Covid and didn’t come out with better
data systems or better access to preven-
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Outbreak: Red Cmss workers prepare to bury a child suspected uf dying from Ebola in Uganda Luke Dray/Cetty images

tive healthcare,” she says. “I don’t geta
sense from what we’re seemg from polio
or monkeypox that we've really learned
any lessons.”

There is, however, still willi to

nomic stability”. He adds: “It’s very dif-
ficult for countries and communities to
prosper and thrive if they are under a
very. heavy dlsea.selmrden

d have been

provide financial support. Peter Sands,
head of the Global Fund, says that, in
spite of hesitancy from a few large
donors, the $14bn pledged in September
suggests “there is clear recognition in
both a moral priority tosave lives and a
self-interested priority to contain infec-
tious diseases and preserve socio-eco-

made since the start of the Covid-19
pandemic, with implications for other
less severe infections. There is [resh
in vaccines, and the
tion of mRNA technology prmmles
scope for a range of more effective, tar-
geted and rapid ways to shield against
illness and death.

But farless progress has been made in
establishing better funding, procure-
ment and distribution systems to
ensure more equal global access to vac-
cines. Without such progress, the risks
remainof a continued cycle of mutation
and a return of pandemic diseases in
developed countries.

Hans Kluge, regional director for
Europe at the World Health Organiza-
tion, argues there has nonetheless been

ising recent political
including strengthened international

ing eﬂ'orts ;round dls;ase

from measures to reduce salt and sugar
in food to broader programmes
designed to limit cardiovascular dis-
eases and other underlying conditions
that made many vulnerable to other ill-
nesses, such as Covid.

Like many of his peers, Sands stresses
the prime importance of strengthening
existing health systems to tackle com-

icable and cable dis-

eases alike.

“The priority should be to fight exist-
ing big disease threats —and doitina
smarter way that explicitly builds in
multi-pathogen capability and surge
capacity,” he says.

Kluge agrees. One of his greatest con-
cernsis the current stress on healthcare
systems around the world, as workers
retire or burn out and quit, while the
pipeline of replacements s thin.

“The health and care workforce is a
ticking time-bomb,” he says. “Thereisa
medical desert. But we have to invest in
thehealth workforce and reserve capac-
ity. We see the battle is not won mhusplf
tals, its wonin primary healthcare.”

Monkeypox recedes
but has not gone away
Doctors urge
engagement with
at-risk communities
Page3

Polio danger for

next generation
Return of disease fo US
highlights impact

of anfi-vax
campaigners

Page 3

Evidence builds of viruses’
role in Alzheimer’s disease

Dementia

Researchers examine
pathogens including Covid,
herpes and Epstein-Barr
virus, writes Clive Cookson

For more than 30 years, Professor Ruth
Itzhaki has been accumulating evidence
that viruses — and particularly the
common herpes virus HSV-1 — are
involved in Alzheimer’s disease.

But persuading the scientific world to
take seriously the idea that viral infec-
tion plays a big role in degenerative
brain conditions has been a struggle for
Itzhaki and like-minded researchers.
Now, though, she feels the tide of bio-
medical opinion is turning in their
favour, atlast.

“So many more observations have
emerged recently,” says Itzhaki, who
works at Oxford university’s Institute of

dementia by interacting with the
related varloe]la zoster virus (VZV),
hich

As Itzhaki orxgmally showed in the
early 1990s, HSV-1 lies dormant within
the brains of many elderly people. Using
Tufts’s three-dimensional neural tissue

culture to model the brain, h
found that VZV could activate HSV-1,
leading to an accumulation of tau and
amyloid proteins and loss of neuronal
function — hallmarks of Alzheimer’s.
Onits own, VZV had little effect.

“Our results suggest one pathway to
Alzheimer’s disease: a VZV infection
which creates inflammatory triggers
that awaken HSV-1 in the brain,” says
Dana Cairns of Tufts. “While we demon-
strated a link between VZV and HSV-1
activation, it’s possible that other
i ry events in the brain [such
as head trauma] could also awaken
HSV-1and lead to Alzheimer’s disease.”

Clinical trials at Columbia University
and New York State Psychiatric Insti-

We must stop always
being one step behind

analysed the electronic health records
of 1.25mn people diagnosed with Covid
and a matched control group who had
other respiratory infections. Among
people aged 65 and over, 4.5 per cent of
Covid patients developed dementia over
the subsequent two years, compared
‘with 3.3 per cent of the control group.
But, as Kohlhaas points out, the first
cases of Covid were recorded less than
three years ago— and it can take longer
for the initial neural triggers to lead to
symptoms of Alzheimer’s disease. “We
haven't had enough time to follow
through and understand what the impli-

7 she says.

Pupulalion Ageing. Five hundmd stud- I:ute. are gathering more directevidence cmons nf Cmﬂd are furpeoplewho may
ies for the role of HSV-1in Alzheimer’s. Par-  onedayd i

ported the view that viruses play a role I]mpanLg who are in the early stages of Ttzhaki suspecls that Sars-Cov-2, like
in Alzheimer’s disease, sh di d infected with HSV-1are  VZV, increases the risk of Alzheimer’s

Susan Kohlhaas, research director of
the charity Alzheimer’s Research UK,
acknowledges the relationship between
viruses and the disease “is an active field
of imresﬁgaﬁun with lots of things hap-
pening”. But she adds: “The jury is stlll
outonquite what the role of virusesis.”

Itzhaki’s most recent study, carried
out with colleagues at Tufts University
inthe US andpubhshed mthe]nurmlnf
Alzheimer’s Disease, di
HSV-1 could trigger the early slages nf

receiving either valacyclovir, an antivi-
ral herpes drug, or placebo. Completion
isexpected in December 2023.

‘Our results suggest one
pathway fo Alzheimer’s
disease —a varicella zoster
virus infection’

by reactivating latent HSV-1 in the
brain. People with the gene ApoE4
appear particularly vulnerable. In an
effort to assess this, neurologists from 25
countries have setup a global collabora-
‘tion: the Alzheimer’s Association Con-
sortium on Chronic Neuropsychiatric
Sequelae of Sars-Cov-2 Infection.

“No available evidence supports the
notion that cognitive impairment after
Sars-Cov-2 infection is a form of demen-
tia, whether it is Alzheimer’s disease or

says the consortium’s leader, Gabriel de
Erausquin of the University of Texas
Health Science Centre at San Antonio.
“The. . . multinational initiative will
provide data to answer this question as
clearly as possible in a globally diverse
setof participants.”

Researchers are exploring links
between viruses and other neurological
conditions, too. “Several papers have
appeared recently about viruses and
Parkinson’s disease,” says Itzhaki. “And
Epstein-Barr virus [EBV] has been
implicated in multiple sclerosis.”

A team led by Alberto Ascherio from
the Harvard TH Chan school of Public
Health studied more than 10mn US
military personnel from 1993 to 2013,
whohad blood samples taken every two
‘years as part of routine medical screen-
ings. Theresults appeared in thejournal
Science last January. They compared
samples from 800 people who devel-
oped MS with 1,500 matched controls
who were free of MS. People infected
with EBV were 32 times more likely to
develop MS than uninfected people.
There was no association between MS
and other human viruses. “This is the
first study providing compelling evi-
dence of causality,” Ascherio says.

* FINANCIAL TIMES

Interest in the links between demen- INI

tia and viruses has also been increased 1

and shingle: by the Covid-19 pandemic, as evidence Richard
accumulates that Sars-Cov-2, the virus Hatchett
responsible for Covid, can affect the
‘brain in some patients.

An extensive study of sars-Cov-2's ‘As we approach a third year of Covid-
persistent and psychiatric  Dementia mainly affects the elderly 19, pandemic fatigue is setting in.
effects was published in August by other Governments have several crises

at Oxford ity. They lated d i ther cause,” their attention and, with

the development of vaccines, we can
see a misguided belief set in that the
pandemic is over.

However, the real issue we now face

are a symptom of today’s world, where
climate change, the destruction of
animal habitats by expanding human
populations, and the growth of vast
transportation networks have created
perfect conditions for viruses to jump
between species and potentially evolve
into epidemics. Without doubt, we
have entered a new era of infectious
disease, demonstrated in the increasing
speed and spread of pathogens.

But, despite the record-breaking
pace at which Covid vaccines were
developed, as well as great steps.
forward in the development of vaccines
against malaria and other persistent

is how we manage the per: and
evolving threat that endemic Covid and
other viruses represent. While it's
undeniable that most countries have
moved into a different phase of their
coexistence with the virus Sars-Cov-2,
it’s still killing thousands of people
every week globally and remains in the
top five causes of death in the US alone.

The virus has also shown its
evolutionary potential on multiple
occasions and could mutate further to
’become more virulent or resistant to
vaccines.

And the global viral picture grows
ever more complex. We have seen: a
resurgence of polio in wealthy
countries; the global spread of
mo: and the outbreak of Ebola
virus in Uganda — all reminders that
viral threats are everywhere, and they
don’t respect borders. These are all
viruses or closely related cousins of
viruses we already know and have
some form of vaccine or treatment for.
Yet we are still on the back foot.

These multiple and constant threats

diseases, we always seem to
be one step behind whichever virus
comes for us next.

The 100 Days
Misslon Involves a
profotype-vaccine
Aibrary’ that can be
quickly adapted
for new pathogens

‘What's clear is the world needs to get
faster and smarter in its ability to
respond to outbreaks of new infectious
diseases. We need to be able to move at
a pandemic-preventing pace when
something new emerges, whetheritisa
‘more transmissible or virulent Covid
variant, a rare strain of Ebola or
influenza, or a pathogen never seen
before in human populations.

My organisation, the Coalition for
Epidemic Preparedness Innovations
(CEPI), was created specifically to
promote the creation of vaccines
against emerging infectious diseases.

Continued on page 2
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Dangers of invading nature become ever starker

Zoonotic diseases

the London School of Health & Tropical
Medicine, says urbanisation is a major

Infections that jump from
animals to people are on

the rise, as Covid has shown.
By Zesha Saleem

driver of zoonoses. Half of the world’s
population live in cities and this is
expected to reach two-thirds by 2050,
accordingtothe UN.

“[Urbanisation] might typically
remove naLural habitats and reshape

biodiversity but we can probably also
reduce the risk of spillover and possibly
pandemicrisk.”

Climate change has been shown to be
adriver of the increase in zoonotic dis-
eases. This July, a report by the World
Health Organization found that rising
‘temperaturesincrease the population of

Urbanisation, cli h dinten-
sive agriculture are among the factors
driving a startling rise in zoonotic dis-
eases — infections that jump from ani-
malsto people.

Covid-19 and monkeypox are among
recent examples of zoonotic diseases, or
zoonoses. And three out of four new or
emerging infectious diseases now come
from animals, according to the US Cent-
ers for Disease Control. These diseases
can spread through contact with ani-
mals or places where they live and
roam; “vectors” such as mosquitoes and
ticks; and contaminated food or water.

Kris Murray, Gambia-based associate
professor of environment and health at

pes,” Murray says. “It also oft
leads to increasesin population density
of people. All of these can have potential
impacts on host/vector species ecology.
This can lead to new opportunities for
human-animal contact to occur and
thereby the risk of disease spillover.”

But thereis “alot” that could be done
to mitigate and reduce the risks, he sug-
gests. “We need to make drastic changes
to how we manage the planet, in order to
bring so many other crises, like climate
change and biodiversity loss, under con-
trol,” he explains.

“The way we manage our ecosystems
will always provide opportunities for
contact with animals and the spread of
disease. So, if we change the way we
manage them, we can not only protect

hosts of tic di —suchasthe
Aedes albopictus mosquito — by “facili-
tating survival in higher latitudes and
altitudes”.

Changing weather can cause migra-
‘tion, too, altering the natural balance
between species in a given area. That
could cause an increase in the popula-
tion of some species that might be carri-
ers of diseases that could infect people.

Climate change also creates a higher
likelihood of heavy rainfall, floods and
hurricanes, increasing the risk of water-
borne disease outbreaks and threaten-
ing biodiversity, which is important for
controlling zoonoticdiseases.

icine, is working on a project to block
virus infections within the mosquito,
thereby disrupting zoonotic transmis-
sion. “My team and others are looking at
[the project’s] ability to block viruses
that are emerging across the UK and
Europe, namely West Nile and Usutu,”
she says. “It’s incredibly promising, and
the hope is this can be used more exten-

found the risk of E. coli and salmonella
infection is “often greater” in intensive
ot e S

of antibiotics on otherwise healthy ani-
mals to speed their growth is contribut-
ing to the rapid growth and spread of
antimicrobial resistance.
A big concern for Butler is bird flu.
“Before Covid, most scientists thought
d

sively to prevent and limit of
vector-borne diseases.”

Factory farming and wildlife markets
are additional drivers of zoonoses, says
Justine Butler, head of research at Viva!,
a veganism campaign group. “Ebolaand
Mers are all examples of zoonotic dis-
eases that spread to humans from ani-
mals,” she notes. “These [are known as]
spillover events, which occur when
humans invade wildlife habitats, at wet
markets and infactory farms.”

Factory farming is an industrialised
system of rearing livestock by intensive
methods, with the aim of maximising

TS are ys tocom-
‘bat this. Sara Rooney, a doctoral student
atthe Liverpool School of Tropical Med-

duction while costs. But
a report commissioned by campaign
group Compassion in World Farming

the next p ic would be caused by
an avian influenza virus emerging from
apoultry or pigfarm,” she says.

About 160 cases of a “highly patho-
genic” strain of avian influenza, H5N1,
have been reported in the UK among
poultry and captive birds since late
October 2021. This resulted in the cull-
ingof 3.2mn birds, and an “avian influ-
enza prevention zone” wasimposed last
‘week across large parts of eastern Eng-
land that requires indoor housing of all
poultry and captive birds.

For Butler, a vegan diet is one practi-
cal way to cut the risk of more zoonotic
diseases emerging. “People keep saying
they want to get back to normal, but it
‘wasnormal that got ushere,” she says.

Covid lessons
for a reset of

| Poorer countries face a higher burden from infectious diseases
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Covid vaccines: a scientific triumph

We must stop
always being
one step
behind

Continued from page 1

Having played a critical role in the
swift development of Covid vaccines,
we are now pioneering the vital work
needed to help the world get ahead of
future epidemic and pandemic threats.

To do this, CEPI, along with G7
leaders and G20 nations, has an
ambitious plan — the 100 Days Mission
— that will dramatically reduce the
time it takes to develop new vaccines
against emerging viral threats.

Coupled with improved surveillance,
and with swift and effective use of non-
pharmaoeuucal interventions, such as
social di delivering a vaccine
within 100 days of a new viral threat
emerging would give the world a
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the world’s
health systems

Reforming care Flaws were exposed in hospital
design, training and funding, writes Sarah Neville

e Covid-19 pandemic has,
in many ways, been health-
care’s finest hour. Clinicians
performed miracles as they

were forced to deal with a tsunami of
infected patients.

Inthemx -funded UK system, a “focus
ising the capital cost, as

battled tounderstand anew
disease, learning as they went along the
techniques and approaches that gave
patients the best chance of survival.

But, for all this quiet heroism, the cri-
sis also turned a harsh spotlight on the
deficiencies of health systems. In the
west, at least, the burden of infectious
disease has receded in recent decades
and, as populations have aged and obes-
ity has become a global scourge, the
focus of many policymakers has been
on the importance of primary care and
prevention services.

Covid underlined the crucial role a
well-resourced secondary care sector
mustcontinue to play. And, in the proc-
ess, it revealed fundamental problems
in the way some llosplta]s are lald out.

opposed to thinking about the long-
term lifecycle costs of buildings, means
that buildings built in the 1960s, 1970s
and, tosome extent, the 1980s have nar-
row corridors and low ceilings, meaning
they have insufficient space to put in
ducting and ventilation”, he says. This
made it harder, for example, to pipe in
sufficient oxygen for Covid patients who
needed respiratory support.

As governments sought to keep costs.
down, hospitals were often built without
decent facilities for staff, and few single
bays for patients, which complicated
the task of controlling the spread of
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monitoring patients’ vital signs to iden-
tify critical illness; providing oxygen
therapy and intravenous fluids; and
positioning u.ncunscious patients to
maintaina

The study estlmated that treating

patients in this way cost $10.83 and
$32.4 84 aday for severely and critically
ill pati “Thi:
‘with our estimated $297.30 per patient-
day for treatment of critical patients
with advanced critical care,” such as
ventilation and a stay in intensive care,
theresearcherssay.

‘Work under way in Kenya suggests
similar comparative savings will be
achieved there.

“Most of the benefit of treatment is
treating a large number of people with

infection. Thy may explain
“some of the relatively high levels of in-
hospital transmission that were seen in
the UK”, Edwardssays.

and equipped — while:
over whether staff have the skills they
need to navigate this new pandemicera.

Nigel Edwards, chief executive of Brit-
ain’s Nuffield Trust, who has recently
led work on the lessons from the pan-
demic for hospital design, argues that
successive administrations sought to
build hospitals as inexpensively as pos-
sible. This led to decisions that proved
highly problematic when hospital staff

Researchis world sim-
ilarly points to the i lmpamnae of secur-
ing sufficient supplies of oxygen and
other low-cost interventions. Research-
ersled by the Center for Global Develop-
ment (CGD), a non-profit think-tank in
‘Washington and London, and the Lon-
don School of Hygiene & Tropical Medi-
cine, used Tanzania as a case study.
They found the approaches that were
successful and cost-effective included:

ovid early, so they never get
to [the intensive care unit],” says Peter
Baker, a CGD policy fellow and assistant
director who was part of the research

acutely ill.” He says: “It’s not necessarily
about staffing, It's about soft skills and
training”

As ever in healthcare, though, hard
decisions will be needed about where to
direct scarce funding in the years to
come. “In most countries, they've only
got so many dollars to spend and they
have to choose between investing in
hospital expansion or primary care
expansion. And that’s quite a difficult
choice,” Bakernotes.

However, there are signs that pan-
demic-battered nations are looking for
ways to inject more public money into

“You cannot run an effective
health system on a public
health spend in the order of
1percent of GDP or less’

team. “You save huge of
money and alot of lives with that.™
Providing appropriate hospital care,

however, will also make new demands
on clinical staff, he adds. They will be
required to spot when a patient needs to
beescalated to intensive care.

Across the world, Baker explains, “we
learnt that the skill sets of many of our
staff were not adequate inrelationto the
identification and treatment of the

healthcare — potentially easing that
dilemma. Robert Yates, executive direc-
tor of the Centre for Universal Health at
«Chatham House, a London-based think-
tank, is encouraged by a new drive
among governments towards providing
universal health coverage.

“A number of countries are recognis-
ing that you cannot run an effective

health system on a public health spend
inthe order of 1 per cent of gross domes-
ticproduct or even less,” he says. On the
back of the pandemic, the case for pub-
licly financed healthcare “has never
been stronger”, argues Yates, who is
leading a commission designed to press
that case around the world.

He cites the example of Egypt, which
has recently announced that it will
accelerate universal health reforms.
Meanwhile, Malaysia, which has, until
now, relied on a patchwork of health
insurance schemes, “has realised, at the
end of the day, the state needs to finance
primary healthcare”, Yates says. The
country has recently published a white
paper in which it says it is “going to
increase public spending to 5 per cent of
GDP, which is great — you can do a lot
with that”, suggests Yates.

Inmany respects, he argues, the Covid
pandemic has catalysed a new genera-
tion of publicly financed universal
health reforms, which should improve
healthcare across the board, from pre-
vention to secondary care.

“We're seeing countries at all income
levels looking to increase healthcare
coverage, recognising that public
financing is the only way to do it,” Yates
notes. “Thankfully, health systems and
politicians and populations have learnt
lessons from the pandemic.”

fighting chance to extinguish its
potential to spawn a deadly pandemic.

A crucial part of the 100 Days
Mission is the building of a library of
prototype vaccines — ideally, atleast
one each against the 25 or so viral
families that are known to infect
people. These families include: the
coronaviruses, which preduced Sars
and Mers before Covid; the filoviruses,
including Ebola and its Sudan strain
now spreading in Uganda; an
orthopoxviruses, which both smallpox
and monkeypox belong to. The
wvaccines in the library should also draw
on rapid-response technologies tested
and ready to be adapted to make shots
against newly emerging threats.

The progress in research and
development in infectious diseases
over the past few years has been
extraordinary. Developing vaccines
against a previously unknown virus in
less than 11 months was a scientific
triumph. However, the work to prepare
for future threats is nowhere near
done. The project of building the global
wvaccine library is in its infancy, and not
being tackled systematically, with at
best only a few viral families partially
covered at present. As we see Covid
news replaced by reports of other virus
outbreaks, we must recognise that now
is the time to intensify investment in
pandemic prevention and protecting
global health security. With focus and
international co-ordination of effort,
the global vaccine library could be
largely completed in five to 10 years.

CEPI is well aware the 100 Days
Mission is bold. But we also believe that
with the right kind of leadership and
with sustained investment, it is
achievable. Ultimately, global progress
towards the 100 Days Mission will
depend on the political will to rise to
the challenge of protecting the world
from another devastating event like
Covid — and the challenge of creatinga
future free of pandemics.

The writer is head of the Coalition for
Epidemic Preparedness Innovations

Vaccine market failures will hinder us in next pandemic

INION

Seth
Berkley

As governments roll out the latest
round of Covid-19 vaccine boosters —
bracing themselves for potential
resurgences and possible dangerous
new variants — it should be clear that
this pandemic is far from over. But,
even when we do reach that point, it is
important to remember that the kind
of threats this virus poses will not end.
The latest research suggests the risk
of Covid-scale pandemics is rising by as
much as 2 per cent each year. Rather
than being an outlier event, Covid
could be a taste of things to come.
Driven by climate change, migration
and other global trends, infectious
disease is a growing threat to our lives
and economies. Vaccines are our
strongest defence by far. However, as
we have seen with Covid, even if
science can develop and rapidly
produce them, geopolitical and
economic factors can still determine
whether people actually receive them.
Indeed, one of the largest barriers to
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global, equitable access to vaccines —
and arguably one of the biggest chinks
in our pandemic-preparedness armour
— is market failure.

We had our first taste of how market
failure can hinder vaccine access ina
pandemic in 2009, when a few wealthy
governments rapidly bought up almost
the entire global supply of HINI swine
flu shots, leaving little for the rest of
the world, regardless of ability to pay.

This was a key reason why Covax
was created when Covid came along. It
created a mechanism for global,
equitable access to vaccines — to
ensure ability to pay did not determine
whether people received the protection
they needed. To a large extent, it has
been incredibly successful, getting
Covid vaccines to lower-income
countries just 39 days after people in
high-income countries received their
first jab. More than 1.8bn doses so far
have been delivered through Covax to
people in 146 economies. Almost all —
1.6bn — have gone to people in lower-
income countries that would otherwise
have struggled to afford them.

But it hasn’t been an easy journey:
the scale of vaccine hoarding, export
restrictions, and the complete lack of
transparency among manufacturers
seriously hindered the global supply of

Covid revived vaccine development

vaccines, even when money was
available to pay for them. This created
delays, which ultimately has cost lives
and prolonged the pandemic.

Market failure is not unique to
pandemics. When Gavi, the
organisation I run, was created in
2000, millions of children were dying
every year from diseases that could be
entirely prevented through vaccination
‘because of inherent market failures.
Gavi’s solution was to pool demand
from 73 lower-income countries. This
meant we could buy in bulk on their
‘behalf and negotiate lower, more
affordable prices. And, by giving

manufacturers demand certainty —
hence reducing their risk — there was
an incentive from them to scale up
manufacturing, helping to bring down
the cost of doses.

At the same time, Gavi helped shape
markets by encouraging other vaccine
makers to enter the business or
develop new shots. This stimulated
innovation and competition, helping
bring prices down further. Since then,
this unique public-private partnership
model has enabled us to help vaccinate
more than 1bn additional children and
prevent more than 16mn deaths.

In the coming years, we will need
more interventions. Covid has
tnggered arenaissance in vaocum

h

about 0.1 per cent of the global supply
of vaccines is produced in Africa. This
is one reason why African nations
faced such delays in obtaining Covid
vaccines, and ultimately it cost lives.

But, with more than 30 vaccine
manufacturing initiatives across Africa,
there is an opportunity to remedy that,
to create vaccine supply resilience, and
improve health security across Africa.

Gavi is playing its part, including
looking at how a new financial
mechanism might help new
manufacturers enter markets
sustainably and without destroying the
global vaccine ecosystem that has
allowed us to produce quality vaccines
at scale and at low prices.

with mRNA

revolutlunlsmg the speed and the way
in which vaccines can be developed.
Because of this, and other advances,
there are now many exciting, new and
much-needed vaccines in the pipeline.
‘We already have two cancer vaccines in
widespread use and others are on their
way. For any of these future
blockbusters to make it to market,
there must be viable markets for all
parts of the world.

Another market failure that must be
addressed concerns regional supply,
particularly in Africa. Currently, only

* FINANCIAL TIMES

Thei risk posed by
infectious diseases means equitable
access to vaccines must become a
global priority. We have to look at
existing market failures and anticipate
future instances. This needs to happen
now because, if we can't prevent
millions of people from dying from a
vaccine-preventable disease like Covid-
19, what hope do we have of protecting
people from future threats? When
science delivers, markets must too.

The writer is chigf executive of Gavi, the
Vaccine Alliance
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Disease control Health threat re-emerges globally
as jab coverage misses targets. By Jamie Smyth

Polio returns
to the US

after decline in
vaccine uptake

olio is spreading in Rock-
land county. Our new gen-
eration s in danger,” warns

P

whlnh isgiven to children in much nﬂ.he
loping world. If this k
virus is then able to circulate a lot,

nisation campaign, financed by the
public and private sectors. It failed to
meet that ambitious goal but, by spend-

sible to eradicate,” says Dr Zulfi Bhutta,
chair of child global health at Hospital
for Sick Children, Toronto.

‘year-olds in the county average 60 per
cent and drop to 37 per cent in some

Polio

Estimated cases of paralytic polio
(wild and vaccine derived, '000)

1,873 cases

in 2020

1980 90 2000 10 20

‘Source: Our World In Data/World Healih
Organization

Resurgent: In July the US
diagnosed its first polio
case since 2013

Angela Wieiss| AFP via ety Imeges

Israel. Rockland authorities have
audlung schools to ensure they

postcode areas. This is significantly

mplying with a legal
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I a poster pasted to the wall
of a supermarket in Pearl
River, a commuter town on the fringes

because of low vaccination rates, it can
mutate and lead to VDP, which some-
times causes paralysis. In most of the
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ing about $19bn on buying and distrib-
uting 2.5bn vaccines, the initiative has
slashed the number of polio cases by

of suburban New York. develnped world, including the US, an  99.9 per cent and saved an estimated
Itrecordsthe fthe dis- ble vaccine ining inacti- hildren from paralysis.

ease as a public health threat, four dec-  vated poliovirus is given, which does not Gpei's work has helped eradicate two
desafter US ities had elimi carry the risk of mutation. of the three wild poliovirus strains in the

its transmission with a nationwide Experts say the VDP cases in rlch past decade. And the virus is now

childhood vaccination scheme. Last countries — alongside recent outb d

month, New York state’s governor,
Kathy Hochul, had to declare a disaster
emergency after the virus was detected
in several counties’ wastewater,
prompting fears that there could be
th d icinfecti

of wild polio in Afghanistan, Pakistan,
Malawi and Mozambique — show how
the virus is exploiting disruption to
inoculation programmes caused by
Covid-19, rising vaccine hesitancy, war,

It followed the diagnosis, in July, of the
first polio case in the US since 2013 inan
unvaccinated man in his twenties, who
went to doctors in Rockland with his
legs partly paralysed. His infection has
sincebeen linked viagenetic sequencing
with the detection of vaccine-derived
polio (VDP) in wastewater in London
and several infected children in Israel,
although he did not travel abroad dur-
ingthe incubation period.

VDP is an illness that occurs when
there is poor vaccination coverage. It is
caused by the weakened poliovirus that
is contained in the oral polio vaccine,

and climate-related disasters. They
warn this is a wake-up call for health
authorities, which initiated a global
campaign in 1988 to eradicate a disease
that can killand disable children.

“As long as polio is anywhere in the
world, it poses a threat everywhere —
especially with international travel
picking up again,” says Carol Pandak,
director of Polioplus, which is part of an
organisation spearheading the Global
Polio Eradication Initiative.

Gpei, which was founded in 1988
through a world Health Assembly reso-
lution, targeted eradication of polio by
2000 through a global childhood immu-

in only two countries —
Afghanistan and Pakistan — compared
‘with 125 when its vaccination campaign

Yet experts now warn this progress
could be squandered unless govern-
ments and donors can find an extra

He co-ordinated the publication this
month of a global declaration on polio
signed by more than 1,000 scientists,
urging support for Gpei. “You cannot do
science on thin air — you have to have
the resnun:es, says Ehuﬂ& wlm clted

below the 80 per cent level that the
‘WHO says is required to provide herd
immunity for polio and the 95 per cent
level required for measles.

“This is not a religious issue,” says Dr
Patricia Ruppert Rockland’s health
“It is an issue that, in

vaccine h as akey ch
overcome.

Rockland, a county about 30 miles
north-west of New York City, has

7mn more children missed
a third dose of polio vaccine

$4.8bn to fund a five-year plan for .
ing vaccination rates, which have last pedn ComparEd with
beenflaggmgfnllowmgthepandennc. 2019, according fo the WHO
Some7mn

third dose of polio vaccine last year,
compared with the pre-pandemic year
of 2019, according to World Health
Organization data released in July. The
fall in overall childhood vaccinations in
2021 was the biggest in 30 years, with at
least 25mn infants missing out on rou-
tine immunisations.

“Polio is becoming a big threat again
and the risk is that, if it spreads across
‘too many geographies, it will be impos-

become a case study in how poor vacci-
nation rates can leave communities
nerable to outbreaks.

About 325,000 people live in the com-
muter town, which is home to a large
and growing Orthodox Jewish
community that has become the target
of increasingly vocal anti-vaccine cam-

TS,
Childhood vaccination rates for two-

some insular communities, we are see-
ing misinformation being propagated
over anumber of years, unfortunately —
soitisalot to tackle and is a great chal-
lenge.” The “politicising” of vaccine
efforts during the pandemic has
deterred a lot of people from getting
inoculated, she says.

Authorities have established pop-up
vaccination clinics, stepped up
education campaigns, and told medical
centres to be on alert for polio — which
can present as flu-like symptoms, or
often no symptoms atall.

“There is notreally any treatment for
polio soit’s prevention that iskey in this
case,” says Ruppert, adding that 7,000
polio vaccines have been administered
inRockland since July 21.

‘Wastewater surveillance is a crucial
tool that has tracked the spread of the
polio virus to several counties — and
linked the Rockland case to the UK and

that all pupils are vaccinated. This was
introduced in 2019 following a measles
outbreak, which made hundreds of chil-
dren unwell and also centred on the
Orthodox Jewish community.

In develnpmg countries, particularly
Pakistan and Afghanistan where wild
polio remains endemlc, the challenge of
vaccine hesitancy is compounded by
poor infrastructure, conflicts, and cli-
mate-related disasters.

But Dr Jay Wenger, who leads a polio
programme at the Bill & Melinda Gates
Foundation, says Gpei could achieve its
eradication goal if the $4.8bn it is
seekingis raised.

The recent development and roll out
of a new oral polio vaccine called
nOPV2, which is more stable and less
likely to cause VDP outbreaks, had pro-
vided a new tool for prevention, he says.

More funding could complete the
vaccination rollout in Pakistan and
Afghanistan, mop up outbreaks of VDP
and eliminate the risk of the virus
spreading. Wenger says: “The longer we
go with virus still floating around some-
where, the longer we have this risk of it
popping into places that are under-vac-
cinated and causing problems.”

Monkeypox recedes as doctors
draw lessons for future outbreaks

Epidemic

Engagement with at-risk
groups forms a vital part of
any response, writes
Donato Paolo Mancini

Earlier this year, Dr Jake Dunning, who
has studied infectious diseases all his
working life, was catching up with a col-
league about monkeypox in the Central
African Republic. Then, a phone call
caught him by surprise: a cluster of
cases had beenidentified in the UK.

“We had often talked about transmis-
sion during sex, but Ihad never consid-
ered we would have an outbreak in Lhe
UK, let alone internationally, affe
people with a shared characteristic —
men who have sex with men, where
most transmission occurs during sex,”
he recalls. “I never heard anyone else
propose itasalikely scenario, elther

e
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“We have to accept uncertainties’: infections doctor Jake Dunning — Annacoron

Agency’s approach to vaccine buying,
saying it risked making the disease
endemic. But, in October, the govern-
mem rejected advloe from the agency

As the outbreak devel many
patients were admitted to his communi-
cable diseases unit at London’s Royal
Free Hospital, says Dunning, who]sa]so

wvalue-for-
moneymunds.

Poorer countries, in some of which
mm]keypox hasbeen endermc for dec—

asenior at Oxfor
“We all realised we had to prepare.”

Cases of monkeypox, a disease that
had only been seen in sub-Saharan
Africa, surged in May. But, five months
later, Room 0, where the first patient
was admitted, is no longer used for
monkeypox patients. Global case num-
bers have tumbled from 7,477 in the
week to August 14 to 2,167 as of October
17, according to the World Health
Organization. The main theory for the
fall is behavioural change among men
who have sex with men, helped by a vac-
cination campai

Fears that the disease might move
into other, more vulnerable population
categories, such as children or the eld-
erly, have not materialised. But, while
the experience of caring for the sickest
patients gave Dunning and his team
some clues on how to manage a disease
not frequently seen in the global north,
big questions remain as to the future
trajectory of monkeypox.

It is possible cases could rise again if
there is another change in behaviour in
the communities affected. That could
lead to a low but stubborn level of dis-
ease that becomes near impossible to
eradicate, leaving the virus endemic
where it had not been before 2022.

In Britain, in August, the LGBT+
groups of the five main political parties
criticised the UK Health Security

ades, al underserved
in terms of diagnostics, therapeutics
and vaccines.

bisexual men who have sex with men
have sex with other gay and bisexual
menwho have sex withmen.”

One challenge in hospital has been
treating patients before full evidence on
monkeypox drugs became available,
notes

Jessica Joyce, a sister and ward man-
ager, says the team was able to respond
quickly, and that stafﬁng has been the
“biggest” challenge. “Patients have
beeni il

Nobody hasdied poxinthe
UK and there have been 29 deaths
worldwide compared with 73,000 cases.
However, clinicians say the illness can
be extremely painful and require hospi-
tal treatment. Dunning and his col-
leagues have seen some “very compli-
cated disease”, affecting the eyes and
throat in some cases. Some patients
have needed heavy painkillers.

Speaking in August, Dunning said
hospitalised cases were tapering off,
though he was not fully sure why. “It
may be because treatment of monkey-
Ppox outpatients has improved,” he said.
“It could be that people are having less
high-risksex.”

Scientists are still looking for a defini-
tive origin of the 2022 outbreak.
“Clearly, we know there are zoonotic
[animal-to-human] reservoirs in some
countries in Africa,” says Dunning. “I've
always been concerned about monkey-
pox because I was concerned the sub-
Saharan burden [of the disease] was
greater than we thought.”

But he never thought he could see the
outbreak happening in men who have
sex with men. “It’s found a niche, an
opportunity — it spreads through close
contact,” he says. “It’s the fact that it’s a
closed sexual network, because gay and

Fight against
communicable diseases

tolerant,” she says. “It’s
hard being in isolation and being told
you can’t go home yet.” she says the
‘team tries to reassure them.

‘Antonia Scobie, a consultant in infec-
tious diseases, says one difficulty has
been navigating stigma and helping
patients to disclose their diagnosis eas-
ily. In the early stages of the epidemic,
patients being transferred to another
‘ward would be wrapped in sheets to pre-
vent skin shedding into the environ-
ment. “One patient told me it brought to
mind how HIV patients, in the past, may
have felt stigmatised by their illness,”
shesays.

The ward had a total of 35 inpatients
in the current outbreak, most of whom
‘were admitted for medical purposes,
rather than because they were unable to
safelyisolate athome.

Dunning says the most important les-
son is to involve affected communities
in the response. “Get representative
beodies on board,” he says. “You make
mlslakm, youcorrect them.” But he cau-
‘tions: “We are not at zero new cases in
the UK. It’s at a low level currently and
there could bea long, low tail on the epi-
demic curve . . . We have to accept
uncertainties. With all these things we
doget surprises.”
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Matthew Holt
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Healthtech/SUM is a global conference introducing the cutting-edge of healthcare-related
technologies (healthtech) and their advanced use cases. With the recent COVID-19 pandemic,
the conference will be held in a hybrid style combining a real venue and online access.
Digitization is growing fast in the medical and healthcare field across the globe.

To accelerate this growth in Japan, the conference will share the latest knowledge and
innovation in healthtech not only domestically but also globally.

Understanding the latest developments in the ever-growing healthcare market and participating in
discussions will help conference participants to create new business and innovation.

The main theme for 2022 is;

Connect into a Spiral

After the boom inspired by the use of telehealth during the COVID
pandemic and the massive stock market rally in 2020-21, reality is setting in
for digital health in 2022. But while stock prices are down and venture
49 funding will be lower than in 2021, some significant health tech
infrastructure is being built, and some sectors of health care delivery are
using technology in a whole new way. In the US, big players like Optum,
CVS and Amazon are taking the opportunity to buy new technology and health service companies.
The Healthtech/SUM event will combine this global view with an examination of the progress in the
Japanese digital health market, which has also changed because of COVID. I'm excited to get back
to Tokyo to see what is taking shape.

Healthtech

2@2 2/SUM

Venue: Nihonbashi, Tokyo, Japan
Online (Live Streaming is Free of Charge / Advance application required)
Date: December 1, 2022; 9:00-18:00 (JST)
December 2, 2022; 9:00-18:30 (JST)

Matthew Holt
Co-Chairman, Health 2.0

Participant Registration:
https://www.healthtechsum.jp/en_index.html

Participation in the Healthtech Summit 2022:
There is a charge for viewing at the venue, but online viewing is free.

NIKKEI MedPee

Nikkei and MedPeer, co-hosting partners
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1s not yet over —

Medical Research Category

The 4th Hideyo Noguchi Africa Prize Award — Message from recipient of the award

At the 9th Nil

Monday 24 October 2022

ei FT Communicable Diseases Conference, which will

be held live online on November 15th and 16th, we are planning to
invite the recipients of the 4th Hideyo Noguchi Africa Prize to give a
keynote speech.

This award is given by the Japanese government to indi
organizations that have made remarkable achievements in medical
research and medical services to combat infectious and other diseases in
Africa.

The award ceremony was held at the 8th Tokyo International

uals and

Conference on African Development (TICADS) in Tunisia in August

and t

his time, two people and one program were awarded.

Here are the messages received from recipients prior to the
conference.

Medical Services Category

.
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Doctor
Salim S.
Abdool Karim

Pandemic preparedness requires
proactive PPPs

Just as the world has experienced epidemics of Zika virus,
Ebola, and Monkeypox, and pandemics like Covid-19, we
should expect more pandemics in the future, as humans
encroach on animal habitats and climate change takes its
toll. The best opportunity to prevent a pandemic is when it is
still a localised initial outbreak. Early detection and response
are therefore critical. In Covid-19, the role of government
public health agencies, academic research laboratories, and
private biotechnology diagnostic and vaccine companies
were essential in the early response. An effective early
response requires established research, surveillance
and epidemic intelligence infrastructure, which often
requires public private partnerships. For example, the
partnership between the company, Moderna, and the US
government’ s National Institutes of Health led to the
Moderna vaccine becoming available within a year of the
first reported case of Covid-19. It is imperative that
governments, academia and private companies initiate and
establish these partnerships now in anticipation of the next
pandemic.

NIKKEI FT
C ommunicable
D iseases
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Professor
€ Quarraisha
N Abdool Karim
Covid-19 and HIV:

Mapping a path forward

In 2021, there were 38.4 million people living with HIV,
650,000 HIV deaths and 1.5 million new infections
worldwide. Much progress has been made globally towards
the 2020 target of 90-90-90 and the development of
simplified treatment regimens; but treatment as prevention
is not having the population impact needed for epidemic
control, underscoring the need to enhance primary
prevention efforts. Reaching key and vulnerable populations
is key to reaching the UN 2030 goal. Programmatic
scale-up of pre-exposure prophylaxis/PrEP has increased
but adherence remains a challenge. Several new
provider-initiated technologies are in development.
Covid-19 has negatively impacted HIV testing and
treatment services and we have seen persistent infection in
immune-compromised individuals including emergence of
SARS-CoV-2 variants. Staying focused on the SDG of
ending AIDS as a public health threat by 2030 remains an
impartant pathway to endemic HIV infection but we need to
have flexibility to take into account new challenges and
opportunities. This will need more than the 2025 target of
95-95-95, provide initiated PrEP and customised
combination prevention that addresses stigma and
inequality; targeted prioritisation and evidence-based
approaches. This is possible with global solidarity and
shared responsibility.

{

{ + | Guinea Worm
Eradication
Program

Adam Joseph
WEISS, M.P.H.

Support us in this historic
eradication campaign

The Carter Center leads the international campaign to
eradicate Guinea worm disease and works closely with
ministries of health and local communities, the U.S. CDC,
the WHO, UNICEF, and many others. Guinea worm
disease could become the second human disease in
history, after smallpox, to be eradicated. It would be the first
parasitic disease to be eradicated and the first disease to
be eradicated without the use of a vaccine or medicine. In
1986, the disease afflicted an estimated 3.5 million people a
year in 21 countries in Africa and Asia. Today, thanks to the
wark of The Garter Center and its partners, cases have
been reduced by more than 89.99% to 15 human cases in
2021,

The Carter Center looks forward to sharing our work with
the FT Communicable Diseases Conference and hopes that
readers in Japan will support us in this historic eradication
campaign.

Follow the campaign to Zero!
Twitter: @CarterCenter | Facebook: @CarterCenter |
Instagram: @ TheCarterCenter | YouTube: @ CarterCenter

The 9th NIKKEI FT
Communicable Diseases

Conference ‘ ' 0 n f e r e n C e November 15, 2022 ; 8:00-18:30(JST)
November 16, 2022 ; 7:45-19:00(JST)
The 8th NIKKEI FT Organizer : Nikkei Inc.

Co-organizers : THE FINANCIAL TIMES LTD,

1 Supporters : CABINET OFFICE, Office of Hideyo Noguchi

E Africa Prize, Ministry of Foreign Affairs, Ministry of Health,
Labour and Welfare, Ministry of Economy, Trade and Industry,

Ministry of Education, Culture, Sports, Science and Technology

1 | Conference Official Sight [E]@i[E]
Communicable Diseases Pre-registration is now open. =
Conference Statement 2021
https://cdc.nikkei.com/pdf/archive/statement/
en/8thnfc_statement2021_en.pdf

https://cdc.nikkei.com/en/
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