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US looks at oil
export ban over
‘unnecessary’
Opec+ cuts

& White House says ‘nothing off table’
@ Democrats push to punish Riyadh

FELICIA SCHWARTZ — WASHINGTON

The White House yesterday said there
was “nothing off the table” as it consid-
ered responses to Opec+’s sharp cuts to
world oil supply, including new releases
from the US Strategic Petroleum
Reserve to contain energy prices.

The Opec+ cartel led by Saudi Arabia
and Russia on Wednesday agreed to
lower production targets by 2mn barrels
aday, or roughly 2 per cent of global oil
consumption. Oil markets rose yester-
day, with Brent crude at$94 a barrel.

Brian Deese, director of the White
House’s National Economic Council,
described the decision as “v

how torespond to Opec+. “We arelook-
ing at alternatives. We haven't made up
ourmindsyet”

Opec+’s decision has given ammuni-
tion to lawmakers critical of the US-
Saudi relationship. They have ques-
tioned the wisdom of Biden’s about-face
onrelations with Prince Mohammed.

Three Democratic members of Con-
gress said they would introduce legisla-
tion that would mandate the removal of
US troops and missile defence systems
from Saudi Arabia and the United Arab
Emirates. “We see noreason why Amer-
ican troops and contractors should con-

Y
and unwarranted” and said the US was

ther
stockpile, which has already been
drawn down by more than 200mn bar-
relsin the past year.

He did not rule out an export ban or
limiting exports on petrol and other
refined products when reporters asked
if the idea was under consideration.
“What the president has directed us,
and it continues to be the case, is to take
nothing off of the table,” Deese said.

Opec+ approved its output cut after
US president Joe Biden made a contro-
wversial visitto Saudi Arabiain Julyinan
effort to increase supplies of oil. He said
after his meeting with Crown Prince
Mohammed bin Salman that he
expected Riyadh to “take further steps”
toincrease oil supplies.

Biden said yesterday he did notregret
his visit. “The trip was not essentially
for oil. The trip was about the Middle
East and about Israel and rationalisa-
tion of positions. But it is a disappoint-
ment and says that there are problems.”
He added that he had not yet decided

tinuetop iries
that are actively working against us. If
Saudi Arabia and the UAE want to help
Putin, they should look to him for their
defence,” House Democrats Tom
Malinowski, Sean Casten and Susan
‘Wild saidina statement.

Deese said White House officials were
disappointed by the Opec+ move as
energy supplies remained tight around
the world. “If you look at the global
energy picture and oil picture, the lack
of supply continues to be a significant
challenge,” he said.

The oil industry has become increas-
ingly worried over the prospect of curbs
on refined oil product exports to bring
down domestic fuel prices at the pump.
US energy secretary Jennifer Granholm
in August told oil refiners to build
domesticinventories rather than export
more fuel. Europe’s energy crisis would
probably be madeworse by suchamove,
as the continent imports significant
quantities of fuel from the Us and is soon
to halt all seaborne Russian oil imports.
Energy shock page 10
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by the European Council said. It would
Tso di securi

and European Ce
Ursula von der Leyen chat during
the first meeting yesterday of the
European Political Community in
Prague, Czech Republic.

The summit brings together leaders
from across Europe, including non-EU
members, with the aim of strengthen-
ing the continent’s security, stability
and prosperity, a statement released

ecurity.

Proposed by Paris as a means to co-
ordinate views from London to
Ankara, the European Political Com-
munity group saw UK prime minister
Liz Truss and Turkish president Recep
Tayyip Erdoffan huddle with the EU’s
27 leaders and those from 15 other

states.
‘While British officials were keen to

United front European leaders assemble in
Prague to build common ground on security

Martin Dvisek/ EPA-EFEfShuterstock

steer clear of Brexit, Dutch prime min-
ister Mark Rutte told reporters: “The
relationship between the UK and the
EUwill be on the agenda.”

The 44 leaders also plan to show a
united front against Russia’s war in
Ukraine with discussions on European
defence: Moscow and Belarus were the
only two continental powers not
invited to the forum.
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Four areas that threaten financial stability

Briefing

» UN blocks Uyghur debate
China won a diplomatic victory as
the UN Human Rights Council
narrowly voted against holding a
debate on a report that found
abuses against the Muslim Uyghur
population in Xinjiang.— pace 4

» Shell’s record run to end
Lower refining and chemicals
margins and weaker gas trading
have led Shell to signal that its
run of record profits s set to end
in the third quarter.— paGe 6

» IMF boss delivers warning
IMF head Kristalina Georgieva
has warned falling incomes and
rising prices would mean many
countries next year would feel like
they were in a recession.— PAGE 2

» Munich Re climate action
Pressure on reinsurance groups
to domore to tackle climate
change has led Germany’s Munich
Re to cut back its coverage of oil
and gas projects.— PAGE &

» ECB flags fiscal fears
Policymakers at the European
Central Bank have flagged worries
over fiscal packages and euro
weakness threatening to push up
inflation for years to come.— PAGE 2

» Porsche overtakes VW

A week after one of Europe’s
largest flotations, Porsche has
taken the crown of the region’s
most valuable carmaker from
parent group Volkswagen.— PAGE &

Alcohol affordability rises
Real UK household disposable income
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Alcohol soldin the UK in 2022 was 92%
more affordable than it was in 1988.
Alcohol tax rises between 2008 and 2012
halted this frend but tax cuts meant
affordability rose steeply again, albeit
more modestly in pubs and restaurants

Russla’s call-up blunders
feeds disqulet In Moscow

Blame game » PAGE 2

Bank of England says UK was on brink
of financial crisis after market turmoil

TOMMY STUBBINGTON — LONDON

The Bank of England yesterday said its
intervention in the UK government
debt market last week stopped a £50bn
fire sale of gilts that would have taken
Britain to the brink of a financial crisis.

The central bank defended its action,
sayinghad itnot launched its emergency
bond-buyingin the wake of finance min-

Had the central bank not intervened,
it feared there would have been a “self-
reinforcing spiral” that threatened
“severe disruption of core funding mar-
kets and consequent widespread finan-
cial instability”, sir Jon Cunliffe, the
BoE's deputy governor for financial sta-
‘bility, wrote to the chair of parliament’s
Treasury committee.

The letter provided details on warn-

that they use to manage the swings in
the value of their long-term liabilities to
pensioners. That in turn would have led
‘banks that lent to the funds to sell the
gilts used to back these bets, creating a
‘downward spiral ingilt prices.

The BoE has spent just £3.8bn in the
first seven days of its programme, far
below the potenti i f £35bn.

Traders said the possibility of larger

ister Kwasi Kwarteng’s “mini” Budget,  ings received by the BoE ahead of its  central bank purchases had been suc-
Australia AS7000ncGST) | pension funds would have beenforcedto  action. Cunliffe said of the  cessfulinback ing t ket
China. rRMB30 | sell £50bn worth of long-term UK gov-  liability-driven investment strategies at However, yields have begun to move
Hong Kang HKSS3 | ernment debt “inashort space of time”.  the centre of a crisis in Britain’s pension  higher again this week after the BoE
India Rup220 | This would far exceed the average daily ~ fund industry had warned on the day  bought no bonds at all on Tuesday and
indonesia RpiS000 | trading volumeof £12bn. Kwar de his fiscal that dnesday. Thirty-year borrowing
Japan ¥E50inc JCT) The BoE’s defence of the scheme, in  the huge movesingiltyieldswould force  costs traded at 4.37 per cent yesterday,
Kot WAS00 | yhich it said it would buyupto£65bnin them to dump government debt. up from alow of 3.64 per cent after the
:1'::: Ru':'::;g gilts over a 13-day period, is the clearest A number of LDI investors warned  BoE’s intervention, but below the 20-
= = sign yet of how close the UK cametoa  that their funds were likely to fallinto ~ year high of more than 5 per cent that
ippines " . " -
ST SEEA0GCGSTY market meltdown following Kwarteng’s  negative net asset value, forcingthemto  forced the central banktoact.
Taivean NTeo | Plan for £45bn in unfunded tax cuts.  windupleveraged betson interestrates  Lex page’18
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Recesslon warning

IMF flags downgrade of global forecasts

Third of world’s economy
to suffer at least two
quarters of contraction

CHRIS GILES — TOKYO

recession, even if they avoided outright
declines in output. The remarks signal
that the IMF is set to downgrade its eco-
nomic forecasts again next week, for the
fuurﬂlmnsecuuveq\mmr
Blaming “ h

Kwartengs of £45bn of

hed, which would

unfunded tax cuts has sparked concerns
that low growth and higher borrowing
costs will trigger market turmoil.

However, the IMF wants central

interest rates to be much higher and
more sustained, causing massive harm
on growth and massive harm on peo-
ple,” said Georgieva.

US Treasury secretary Janet Yellen

the director took a swipe at
their recent measures to tackle high
energy prices that insulated households
and companies from much of therise in
prices. Georgieva's speech showed the
fund was in no mood to offer more

Rising prices

ECB fears
inflation for
years because
of fiscal boosts
and weak euro

Russia’s mvaslon of Ukraine, hlgh G . B yesterday urged cem:ral banks, whose nuanced advice ahead of the visits of
The global economy will feel likeitisin  energy and food prices and persistent Not tlghtenlpg Cl‘lf)ugh “pr i price ﬁmnce ini and central bankers
recession next year, the head of theIMF  inflationary pressures, she said that would cause inflation to stability, to that i next week. VALENTINA ROMEI — LONDON
wamed yaterday asthe fund prepared grm.ovth inall of Lh.e world sl.argest econ  hecome de-anchored nomic tightening in advanced countries H.l@lfnﬂdpm:es were causing pamfnr The European Central Bank’s rate-
again. omies was slowing, leaving “severe \ can have international in and T e T | e By
Speaking ahead of the annual meet-  strains” insome places. and entrenched Georgieva acknowledged it wnuld be unsustainable debt crisis in many coun- Xp!

ings of the fund and the World Bank,
Kristalina Georgieva said a third of the
world’s economy would suffer at least
two quarters of economic contraction in
2023, Georgieva added that the combi-
nation of “shrinking real incomes and
rising prices” would mean many other
countries would feel like they were in

The situation was “more likely to get
worse than to get better” in the short
term, she said, partly because there are
emerging financial stability risks in
China’s property market, in sovereign
debtand inilliquid assets. The near col-
lapse of some UK pension funds last
week following Chancellor Kwasi

‘banks to continue to tighten monetary
policy at pace to deal with inflationary
pressures and to ensure rising prices do
not become ingrained in company atti-
‘tudes to their charges and wages.

“Not tightening enough would cause
inflation to become de-anchored and

very difficult for monetary policymak-
ers to judge the impact of their policies
when they were moving in sync with
each other so quickly. Too many bigrate
rises could lead to a “prolonged reces-
sion”, but the risk of doing toolittle was
at present greater, she said.

‘Without naming the UK or Germany,

tries, she added. She offered countries
‘with urgent need for food this winter a
new “food shock™ borrowing line, where
countries could claim up to half of the
money they have pledged to the IMF.
Additional reporting by Colby smith in
Washington

Glllian Tett see Opinion

Overzealous mobilisation has

forced the president to vow to

send ineligible draftees home

MAX SEDDON — RIGA

In Dagestan, a poor Russian region in
the north Caucasus that has seen some
of the biggest protests against Vladimir
Putin’s mobilisation drive, governor
sergei Melikhov knew who to blame:
overzealous local draft officers.

“Are you fucking morons?” Melikhov
asked in a televised government meet-
ing, reacting to a video showing a police
van driving around towns blasting a
message ordering all men to report to
the draftoffice.

In Khabarovsk, in Russia’s far east,
the governor this week sacked the local
draft officer after half of those who had
been called up were sent back home
when it emerged they had been selected
by mistake.

Putin’s decision to bolster Russia’s
struggling forces in Ukraine has proved
sounpopular that as many people have
fled to neighbouring Kazakhstan as
have joined the army since the move
was announced two weeks ago, with
some 200,000 reported to have already
gone into exile. The backlash hasleft the
Kremlin looking for scapegoats to

Ukraine war. Invasion froops

Botched Russian call-up triggers blame game

b

the potential for “self-reinforcing”
inflation, with governments’ fiscal
packages and the weakness of the euro
threatening to push up prices for years
tocome.

Monetary policymakers, who are bat-
tlingrecord high inflation of 10 per cent,
warned that the nature of the price-
setting process was changing, with price
growth becoming “self-reinforcing, to
the point that even a projected weaken-
ing of growth was not sufficient to bring
inflationback to target”.

The comments came in the minutes
from the ECB’ September monetary
policy meeting, when the benchmark
deposit rate was increased by 75 basis
points, a record margin for the central
bank, to 0.75 per cent.

The statements, which were pub-
lished yesterday, will reinforce expecta-
tions of large interest rate increases in
themonths ahead, despite concerns the
region’s economy is edging towards a
recession.

The eurozone’s growth prospects have
been hit hard by Russia’s invasion of
Ukraine, with the region’s energy crisis
alsocausing the surge in inflation.

Rate-setters highlighted the priority
placed on bringing price pressures
closer to their 2 per cent target, stating
that “growth concerns should . . . not
prevent a needed forceful increase in
interest rates”.

They also argued that acting “force-
fully” now could aveid the need to
increase interest rates more sharply
later in the economic cycle when the
economy was slowing down.

“[The account] gives green light for
further large hikes,” said Ken Wattret,
head of European analysis and insights
atS&P Global Market Intelligence.

Markets are pricing in a 66 per cent
probability of a 75 basis points increase
at the next meeting on October 27.
There is a 34 per cent probability of a
full percentage point rise.

The minutes warned that a number of
indicators pointed to an increased risk
of inflation staying high over the long
term. “The longer high inflation per-
sisted, Lhe higher the risk that mﬂamm

deflect the blame from Putin and his ~ Call to arms: amid reports of the grim conditions Mykhaile Podolyak, an adviser to “The already. That’s why they insist on invit- 1d become hy
war. In doing so, officials and state tele-  Russian men awaiting the draftees, some of whom  Ukrainian president Volodymyr Zelen- . . ingKyivto negotiate,” Zhilin wrote. and the costlier it wuuld be to bring
vision pundits have been forced to shine ~ undergo have been told to pay for their own skyy, wrote on Twitter. “Someone won't splders m The mobilisation effort, however, has | them backtotarget.”
a light on a system whose failingshave  military training ~ equipment, according to reports on  makeitoutalive.” the closed only highlighted the Russian state’s Despite the large rate increases over
grown apparent as Russia’s seven-  in the Rostov- independent Russian media. With the annexation, formalisedata | shortcomings and forced the Kremlinto | the summer, the ECB members said the
monthinvasionstutters. on-Don region Sergei Mironov, theleader of aKrem-  ceremony in the Kremlin last week, Jar have calm the broader public. Asmanyas69 | key policyratesremained “significantly
“The Russian defeat in Kharkivand  this month lin-controlled opposition party, saidata  Putin sought to rekindle the euphoria started per cent of Russians are “worried”, | below the neutral rate”, at which they
Lyman, combined with the Kremlins ~ }%24ws/E4=%  hearing on Monday in the Duma: “Itsa  thatmethis2014 seizure of the Crimean i nearly double the total two weeks ear- | neither stimulate lmrlimit activity.
failure to conduct partial mub]hsa\mn disgrace when everyone hasto passthe  peninsula from Ukraine. Ataconcertin =~ WO l'l(ll'lg to lier, according to a survey by the Krem- Andrew Kenningham, chief Europe
ively and fairly, hat around for mobilised people. Why  Red Square last Friday, entertainers find the lin-linked pollster FOM latelastmonth. | economist at Capital Economics, said he
changing the Russian information can’t the greatest country in the world  urged Russians to back a “holy war” in s Margarita Simonyan, editor of Krem- | now saw the depositrate risingto 2.5 per
space,” the Institute for the Study of War supply them with what they need? 'm  Ukraine before Putin declared the four Cl.llpl‘lt lin-funded news network RT, has regu- | centby the end of this year and a peak of

in Washington wrote.

Less than a week after Putin pro-
claimed four territories in south-east
Ukraine as part of Russia, his army has
lost ground on two fronts, ceding terri-
tory he claimed was now Russia and had
vowed to defend at all costs. Amid the
reports that many had been called up to
fight in error, Putin was forced to
acknowledge the problem and vow
those wrongly mobilised would be sent

not even talking about flak jackets and
helmets, but we should be able to get
them decent winter duffel coats.”

The rising public disdain — for now
largely aimed at low and mid-ranking
officials rather than the president — is
the most significant since Russia in
March banned criticism of the war by
makingitillegal to “discredit the armed
forces”.

Now, as more bad news for Russia

regions had been reunited “with their
historical motherland”.

Ukraine’s victories on the battlefield,
however, have sapped the celebratory
atmosphere. The situation at the frontis
reportedly so dire that Alexander Zhi-
lin, a retired army colonel, wrote ona
popular Telegram channel lamenting
that “the masters of strategic construc-
tion” had lured Russia into a trap, trick-
ing it into annexing Crimea and starting

larly posted stories of Russians she says
have been called up despite not meeting
the draft criteria. That created the
impression the state was responding to
pnpullr uplmon Slmonyan halled
Putin’s of
ation of “real civil society” in Russia.
But Ukraine’s advances have put
those small victories in jeopardy. “All
I'm asking, comrade generals, is for you
not to shame our anthem, our faith, our

3 per cent early nextyear.

The weakness of the euro, which has
fallen to multi-decade lows against the
dollar in recent weeks, was also a con-
cern for the ECB, the minutes showed.

Governments’ response to the energy
crisis constituted “an upside risk to
inflation”, according to the ECB. Mem-
bers agreed that measures to tackle
energy prices should not be too broad
and instead should be “temporary and

home. pours in from Ukraine and the home  thewar, alltoadisastrous end. desperation to keep these people and | targeted at the most vulnerable house-
Kremlin supporters have been forced front, “the spiders in the closed jar have “There’s no way out of this rat-trap. territories with us, and return tonormal | holds and firmsin order to limit the risk
to admit the war effort’s shortcomings started working to find the culprit”,  TheKremlinseemstohave realised that as an even bigger Russia,” she said. of fuelling inflationary pressures”.
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Ukraine’s recently departed central
bank governor was alleged to have fled
the country this week as anti-
corruption investigators served “a
notice of suspicion™ at the National
Bank of Ukraine’s headquarters for a
senior official matching his career
description.

Tt e B e AT £

A person familiar with the matter
claimed Shevchenko, 49, had travelled
to western Europe around the time of
his publicresignation.

Shevchenko said in a Facebook post
that he had resigned on health grounds.

“pear friends, due to health-related
issues that cannot be ignored any
longer, 1 made a difficult decision. I am
resigning from my position as the

Matinnnl Banl-afTTlrninn ammmena? tha

The allegations come at a crucial time
for Ukraine’s central bank. It has
printed money to help finance the war
effort against the Russian invasion,
stoking inflation as the country awaits a
steady flow of western financial aid. The
bank kept rates at 25 per centat its most
recent meeting to rein in consumer

Ukraine serves former central bank chief ‘notice of suspicion’

terday from the Kyiv-based offices of
the Specialized Anti-Corruption Prose-
cutor’s Office, and the Anti-Corruption
Bureau.

The scheme described by the investi-
gators involved more than 1,000 trans-
fers to 52 “pseudo intermediaries” that
were supposed to have brought new
busi hebank

price inflation, which 1 d to
23.8 per centin August.
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Corruption Bureau did not specifically
name Kyrylo Shevchenko, who resigned
two days ago citing ill health. But they
said yesterday that they served the
notice to the former head of the national
bank.

They added that the individual they
sought had been the chair of the board
at state-owned Ukrgasbank from 2014
‘o March 2020. The notice related to a
$5.6mn scamat the state-owned bank.

That matches Shevchenko’s work at
Ukrgasbank, where investigators allege
the ex-chair, alongside two deputies,
siphoned off 206mn hryvnia ($5.6mn)
by authorising payments to intermedi-
aries for bringing new clients to the
‘bank. The statement said the ex-chair’s

bouts were

IvaUULIAl DAUR UL UL awE guve i,
former governor said in the Facebook
post. “The war was yet another difficult
test for our team and for me personally.
Ithink we have passed it with dignity.”

Kyrylo Shevchenko is alleged to have
left Ukraine around the time he quit

FINANCIAL TIMES

senior position in the government, and
the fact thathe managed to escape ques-
tioning in a criminal investigation, will
raise serious questions about Ukraine’s
anti-corruption credentials, especially
at a time when the country is entirely
dependenton donors.

Investigators said they built their case
by “questioning witnesses, searches,
temporary access, information received
from the bank’s clients, computers and
checking mobile devices that included
detailed emails between participants of
the scheme and documents”.

Theaccused —the ex-chairand two of
his deputies — were informed that they
‘were suspected of embezzlement, abus-
ing their official position, and of “official

1'he accused are suspected
of embezzlement, abusing
their official position,

and of ‘official forgery’

In fact, prosecutors said, the new
business was coming to the bank “on
their own initiative”.

Shevchenko became governor of the
central bank in July 2020. It is unclear
how the former governor left Ukraine,
since men between 18 and 60 are barred
from leaving the country without offi-
cial government permission.

The Financial Times could not locate
a lawyer for Shevchenko. The central
bank spokesperson did not reply to a

forgery”, toa yes-

INTERNATIONAL

Germany’s big energy package raises
worries of higher gas costs in Europe

Berlin says its €200bn ‘protective shield’ is justified but EU leaders warn of adverse effects on bloc

VALENTINA ROMEI

European leaders have been quick to
condemn Germany’s bumper energy
package, a €200bn “protective shield”
announced last week to cushion its busi-
nesses and consumers from the impact.
of the continent’s energy crisis.

They claim that Berlin's decision to go
it alone undermines the EU’s efforts to
co-ordinate itsresponse tothe crisis and
puts households and companies in the
rest of the bloc at risk of paying higher
energy prices.

“Faced with the common threats of
our times, we cannot divide ourselves
according to the space in our national
budgets,” said Mario Draghi, Italy’s out-
going pnme minister.

France’s finance minister Bruno Le
Maire and his Irish counterpart, euro-
group chair Paschal Donohoe, echoed
Draghi’s calls for a more co-ordinated
response. Ursula von der Leyen, EU
commission president, called fora bloc-
wide ceiling on the price of gas —ameas-
urerejected by Germany.

Hungary’s prime minister Viktor
Orbén, who has spent much of this year
locked in disputes with Brussels,
decried the package as “cannibalism”.
Poland’s prime minister Mateusz
Morawiecki yesterday said “it cannot be
the case that the EU’s energy policy is

Do

Most European countries have seen their borrowing costs surge

10-year government bonds yield (%)

Germany’s energy package is relatively large in Europe

Governments allocated funding (Sep 2021- Sep 2022) to shield households and

0 businesses from the energy crisis*

Solidarity call

Belgian PM
fears social
unrestover
soaring
power prices

ALICE HANCOCK AND VALENTINA POP
BRUSSELS

Europe risks a huge reduction in indus-
trial activity and social unrest if it does
not act quickly to bring down energy
prices as winter approaches, Belgium’s
prime minister has said.

‘Without an intervention on gas mar-
lmis “we lrerlslcmglmasslvedemdusf
trialisation of the P

and the long-term consequences of that
might actually be very deep”, Alexander
DeCrootold the Financial Times.

Belgium is one of the EU countries
that have called for a ceiling on the price
of wholesale gas since the spring. The
proposal had been resisted by the Euro-
pean Commission, fearing that gas
exporters could send much-needed
supplies to higher-paying regions, but
on Wednesday it suggested it could back
theidea.

De Croo said alayered approach togas
prices should be taken. This included a
hard cap on the price of Russian gas,
bilateral negotiations with friendly sup-
pliers such as Norway and Algeriaand a
dynamic limit on the price of liquefied
natural gas that could be pegged far
enough above prices in the US or Asiato
ensure continued flows to Europe.

He also called for a “solidarity mecha-

dictated by Germany”. -2 0 2 & & 8 nism” to ensure supplies to countries
- - @ Non-eurczone Eurozone that still receive Russian gas, such as
Isflak over Berlin's plan justified? Hungary | } I l Austria and Greece, in the event that the
Germany’s finance minister Christian Poland [ 10 Germany** Kremlin retaliates by cutting remaining
Lindner might have insisted the Com- Czech Republic ! 8 gas exports to Europe.
prehensive Protection Shield was “pro- Italy = I | a g UK . [« ission president Ursula von der
portionate”to the size and vulnerability Greece = | 3 Leyen signalled in a letter to European
of the German economy but, by any rea- UK [ ! B Sep 2021 ® 4 leaders on Wednesday that support
sonable standards, the package islarge. Spain I~ ! Sep 2022 2 from a wider base of EU member states
The €200bn plan, much of which will Portugal " I : meant that Brussels was willing to move
be financed with debt, corresponds to France 0.04 0 T T T T T T T forward with agas pricecap.
5.6 per cent of the country’s economic Germany C o 50 100 150 200 250 300 350 But she said it would need to be
outputin2021. €bn accompanied by bigger mandatory cuts
Although Lindner has said the pack-  *Fioures updated oSap 21, plus Garmany's Comprehinsive Profection Shiekd ** The German figure does nof rafect batween £100bn and € to gas consumption than the 15 per cent
L ‘Sources: OECD; Refinitv; Bruegel X "
age will cover two years of ding, it voluntary reduction agreed by EU min-
comes on top of the €100bn of support istersin July.
already allocated by Berlin, meaning  Power push: energy costs of Russia’s invasion of fit from lower energy prices, their coun- “While become “more chall to devise “More d ding gas savings obliga-
that German companies and house-  wind turbines Ukraine. Some defenders of Germany’s  terparts across much of Europe will pay and a great deal less effective in execu- | tionswill need to be prepared.”
holds have received about 8.4 percent  and a power policy say thisj largesse.  more, undermining their competitive- German tion, addingtothe fragmentary forces at In 2021, Europe received 155bn cubic
of GDP inenergy subsidies. plant operated Others argue that, while a pan-Eu-  ness,” said Andrews. companies ‘work in the eurozone”. metres of gas from Russia, about 40 per
Together, the €300bn figure ismore by RWE near rope solution to the energy cnxlswnuld Berlin claims that the package will B Does it risk ket G cent of its total imports. That has fallen
than double the support provided by = Niederaussemin  have beenthe bestsolution, th maintain the i tosaveenergy  will benefit Itriskamarket panics 09 per cent in recent weeks as Moscow
Italy and France combined, the region’s ~ west Germany would benefit other cnuntrles inthe asitwill subsidise onlya basic allowance from lower since Germany launched its pro- | hassteadilycutoff supplies.
largest economies after Germany. In 2 FasoendsAGety region — especially those with close  of gas and electricity. It would also have gramme, its borrowing costs have fallen. To counter the impact, the EU has
GDP terms, the package is at least three trading relationships. “Itis still prefera-  to comply with state aid rules on energy ~ €Nergy Other countries are not insuch an envi- | signed off a series of plans to reduce gas.
times as big as the support offered by ble to lack of fiscal support atalland a  subsidies, which were revised in July. TR (e able position. The market turmoilinthe | demand and support industries and
most other eurozone countries. deep economic contradiction in Ger- The package could also complicate p 3 UK, triggered by unfunded tax cuts,isa | consumers under pressure from high
Antonio Fatas, professor of econom- many;” said Silvia Ardagna, chief Euro-  life for the region’s policymakers. —counterparts  reminder of the perils many countries | electricity prices, which are pegged to
ics at INSEAD, said the size of the pack- pean economist at Barclays Bank. Energy is the main reason why eurozone across much face if they try to support households | thecostofgas.
age “raised valid questions about “Itisinno EU country’sinterest, given  inflation reached a fresh record high of . and businesses with greater generosity. De Croo warned that governments
whether this constitutes state aid in sup- closetradeties withinthesinglemarket, 10 per cent in the year to September, 0f Europe will ‘With German chancellor Olaf Scholz | had tobe “prudent” not only to counter
portonitsbusiness”. to have Germany’s y weaken han five times th Cen- ay more’ yesterday defending the package, | soaringinflation, which is largely being
The figures that were announced are a excessively,” said Sandra Horsfield, tral Bank’s2 percenttarget. D2y claiming other smes were also passmg fuelled by energy price rises, butalso to

cap, however, and the German govern-
ment could end upspending less should
energy costs fall. This is indeed what
happened in the case of the country’s
Covid-era economic stabilisation fund,
which was also criticised by member
states for itslargesse.

‘What is Germany’s justification?
Germany is the eurozone’s manufactur-
ing engine. Its factory output in 2021
was larger than that of Italy, France and
Ireland combined. Its energy-intensive
companies have, therefore, been hit
particularly hard by the impact on

economist at Investec, an asset man-
ager. “A massive terms of trade shock
[such as the European energy crisis]
leaves only undesirable options on the
table. Itis a matter of choosing the least
bad amoengthem.”
Willitpush up prices elsewhere?
That is possible. Nick Andrews, Europe
analyst at Gavekal Research, argued
that by lowering bills, the German pack-
age was likely to result in stronger
demand, pushing up gas prices on
Europe’s wholesale markets.

“While German companies will bene-

France's 30 cent a litre rebate on the
price of fuel at the pump that came into
effect in September, an increase on the
previous rebate of 18 cents that was
l.nh'oduced in Apnl mmbmed with the

f a tariff:

electricity prices, pushed down national
energy inflation to below 20 per cent in
September — far lower than the euro-
Zone average.

Given the size of Berlin’s package, the
divergence in inflation between Ger-
many and the rest of the bloc could be
even greater. A one-size-fits-all mone-
tary policy would, Andrews said,

gling with energy b]]ls, some cnu.ntnes
particularly in eastern and southern
Europe, mayend up having to riska bor-
rowing crisis and spend extra funds to
subsidise h hold:

and

contain the risk of social unrest.

“Our populations are getting invoices
which are completely insane. At some
point, it will snap. I understand that
penple are angry .. people dont have
topayit.”

Claus Vistesen, chief:

Oneof the von der Leyen sug-

mist at Pantheon Macroeconomics, said
national initiatives were justified
because “the EU can’t act quickly
enough”. But INSEAD’s Fatas said, while
co-ordination was hard, given the sever-
ity of what Europe potentially faced this
‘winter, there was “no other way to move
forward” than acommon solution.

gested to lower prices was toroll out a
model used in Spain and Portugal,
which caps the price of gas used for elec-
tricity consumption, across the EU. But
several member states have pointed out
that this will only increase demand ata
time when Europe needs to preserve
supplies.

Supply pledge. Market stability

EU and Norway agree ‘joint tools’ to tackle cris

S

Oslo will take steps to help cut

leaders in Prague yesterday aimed at
shawino a imitad front acainst Russia’s

Putin in his war in Ukraine. Russia and
ite client stata Relarns.are the onlv two

inNorthern Ireland that could solve the

disnute. 1.ondon’s non-comnliance with

Pay dispute

French drivers start panic
buying as strikes hit stocks

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F07 &ts=20221006200927&uq=20220804 103507

3/37



2022/10/7 09:24

‘excessively high prices in

the short and longer term’

war was overshadowed by rifts inside
the EU on whether toimpose a price cap

on

HENRY FOY AND ANDY BOUNDS
PRAGUE

Norway and the EU have agreed to
“jointly develop tools” aimed at reduc-
ing Europe’s high gas prices, as Brussels
rushes to find both effective and politi-

Stere used his speech to the summit
plenary to say Oslo had “flexibility” to
increase exports and that it was “ready
to explore” EU proposals, according to
two people briefed on his remarks.

Kaja Kallas, prime minister of Esto-
nia, said EU states would today discuss

cally to tackle a
looming energy crisis this winter.

0Oslo said it would work with Brussels
to “stabilise energy markets and limit
the impact of market manipulation and
of price volatility”, in a move that could
spur efforts to narrow EU divisions on
how to tackle soaring prices caused by
Russia’s full-scale invasion of Ukraine.

Norway, which replaced Russia as the
EU’s biggest supplier of gas after the
invasion, said it would continue to boost
production and take steps “to reduce
excessively high prices in a meaningful
way in the short and longer term”, ina
joint statement released by Norwegian
prime minister Jonas Gahr Store and
European Commission president Ursula
vonder Leyen.

Oslo’s pledge came as a meeting of 44

the wider implications of Norway’s com-
mitment, adding that Tallinn was keen
to bring down prices but also afraid of
driving away suppliers.

“[Liquefied natural gas] can go to
anywhere in the world. So if thereisa
price cap, then our security of supply
could be in danger,” she told the Finan-
cial Times.

Proposed by Paris as a means to co-
ordinate views from Lisbon to Ankara,
the European Political Community
grouping saw UK prime minister Liz
Truss and Turkish president Recep
Tayyip Erdofan huddle with the EU’s 27
leaders and those from 15 other states.

Ahead of the meeting, Truss said it
was a chance to “find common cause
with our European friends and allies” as
they try to defeat President Vladimir

All pages from Financial Times (Asia)

continental powers that were not
invited to the forum, which will discuss
other issues such as European defence.

The participation of Truss was seen
by many EU officials as a sign that Lon-
don could be open to compromise over
trading arrangements that have dogged
‘the post-Brexit relationship.

Kaja Kallas: Estonia
premier says EU
states will today
discuss the wider
implications of
Oslo's commitment

Charles Michel, president of the Euro-
pean Council, hailed the event as
“extremely important”. The meeting
‘would “try to renew the co-ordination
and co-operation in order to have more
stability, more security, more peace”, he
said

‘While British officials were keen to
steer clear of Brexit, Dutch prime minis-
‘ter Mark Rutte told reporters yesterday:
“The relationship between the UK and
‘the EUwillbe ontheagenda”

The UK and EUhave agreed torestart
‘technical talks over trade arrangements

the deal it signed has tri;
action by Brussels.

But the UK’s commitment to the EPC
could wane if there are not concrete
achievements, British officials have
said. One ally of Truss said: “The PM
remains sceptical for a number of rea-
sons; it can’t just be a talking shop, it
needs to not cut across Nato and the G7,
and must i from
non-EU countries. Tt has to show it can
deliver.

“But, given the situation in Ukraine
and the energy crisis, it’s right we
attend. We played a huge role in setting
the agenda on energy and migration.”

Truss’s key demand is that the EU and
Norway keep supplying power to the
‘UK. Truss has also said she wanted joint
action with France and the Netherlands
to stop criminal gangs helping migrants
cross the English Channel. She was
scheduled to meet French president
[Emmanuel Macron and Rutte.

EU leaders were staying on for an
informal European Council meeting
today, which is likely to focus on the
Additional reporting by George Parker in
London and Valentina Pop in Prague

, Friday, October 7, 2022

SARAH WHITE — PARIS

strikes by energy sector workers are
beginning to wreak havoc on French
fuel and power supplies, with petrol
stations that cut prices at the pump in
recent weeks hit hard as they struggle
‘with soaringdemand and low stocks.

The fuel shortages have been the most
acute in northern France, where one
major TotalEnergies storage facility is at
a standstill as workers demand higher
‘wages to cope with inflation.

Local authorities said yesterday they
had obtained access to strategic fuel
stocks to ease the situation as queues
formed outside petrol stations and some
ran dry. They have also banned the sale
of petrol and diesel in jerry cans.

But strains are being felt elsewhere in
the country and have exposed the limits
of government efforts to contain the
fallout from Europe’s energy crisis.

‘Workers in several industries, includ-
ingat oil refineries and at nuclear power
operator EDF, are staging walkouts to
push for higher wages. The government
has sought to shield consumers from ris-
ing living costs by spending €7.5bn on
fuel subsidies this year and leaning on

Total to make additional discounts —
but that has now added to the scramble
atsome fuel stations.

Drivers are rushing to refill at Total
forecourts, causing gridlock on the
roads of Paris and north-east France
close to the border with Belgium, where
people have been crossing to refuel at
better rates. The prefect’s office in the
Hauts-de-France region asked people to
refrain from panic buying tohelp essen-
tial services fill up.

Total said demand at its forecourts.
had risen 30 per cent since last month. It
said it did not lack fuel stocks, even
though some 60 per cent of France’s
refining capacity has been affected by
stoppages. Two Total refineries have
been disruj byindustrialaction.

Total workers are demanding a 10 per
cent pay rise. Inflationin France peaked
atarecord levelin July, atan EU-harmo-
nised rate of 6.8 per cent, before falling
backin August and September.

Workers at state-controlled EDF also
walked out yesterday over pay. That hit
about 4 per cent of its total nuclear pro-
duction and four of its reactors, just as
the group is under pressure to increase
its faltering output.
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Tax tactic Stocks and bonds rout boosts popularity of ‘loss-harvesting’ strategy as banks help the rich lighten their bills © pace s

Companies & Markets

Fall in refining
margins to end

Shell’s record
run on profits

@ Chemicals and gas trades also suffer
@ Recession fears weigh on oil price

TOM WILSON — LONDON

shell has signalled that its run of record
profits is set to end after lower refining
and chemicals margins and weaker gas
trading weighed on earningsin the third
quarter.

Europe’s biggest oil and gas company
reported consecutive quarterly profit
records in the first half of the year as the
disruption in energy markets from
Russia’s invasion of Ukraine in February
drove up prices for fossil fuels.

But oil prices have dropped from
more than $120 a barrel in June to about
$90 a barrel as recession fears in Europe
hiteconomicactivity.

In the three months to the end of Sep-
tember, Shell said marginsinits refining

‘We see the statement as
disappointing given the
weaker integrated gas
trading result’

business were expected to be $15 a
barrel, down from $28 a barrel in the
previous quarter. This would reduce
that division’s third-quarter adjusted
earnings before interest, tax, deprecia-
tion and amortisation by $1bn to $1.4bn
compared with the previous three-
‘month peri

Atthe same time, marginsat the FTSE
100 group’s chemicals unit have col-
lapsed from $86 amnnei.nthelmquar-
ter to an expected minus $27 a tonne,
after afa]lmg]nbaldemand (nr plamcs.

e o At

nificantly lower” than in the second
quarter because of lower seasonal
demand and the impact of a “volatile
and dislocated” market, the company
added. shellis the world’s biggest trader
of liquefied natural gas.

Shares dropped nearly 4 per cent in
early London trading yesterday, chip-
ping into gains of about 41 per cent for
the year, butended 2.8 per cent down.

“Overall, we: seetl the statement as dJs—

ppointing given the weaker
gas trading result, coupled with another
working capital outflow,” said Biraj
Borkhataria, head of oil and gas equity
research at RBC Capital Markets.

In July, Shell reported quarterly earn-
ings of $11.5bn, breaking the record
$9.1bn recorded in the first three
months of the year and more than dou-
ble the $5.5bn achieved in the same
period a year earlier. It used the profits
tolaunch a $6bn share buyback scheme,
on top of the $8.5bn of buybacks it com-
pleted in the first half of the year.

The bumper earnings have led gov-
ernments in several countries, includ-
ing the UK, to impose additional taxes
on energy companies this year, with
some calling for another round of addi-
tional levies as long as energy prices
remain elevated.

Outgoing Shell chief executive Ben
van Beurden told an energy conference
in London this week that governments
were right to increase taxes to help pro-
tect the poorest parts of society from
soaring energy costs. “One way or
another there needs to be government

Up a gear Porsche overtakes Volkswagen to
become Europes most valuable Carmaker

PATRICIA NILSSON AND
PETER CAMPBELL — LONDON

Porsche has become Europe’s most
valuable carmaker, taking the crown
from parent company Volkswagen
just a week after going public in one

Ahead of the curve: Porsche sells 300,000 cars a year, compared with the 10mn snlé by VW— kriszian Bocsi/Bioombery

valuation to Porsche, a luxury brand
that produces far fewer cars than
its parent.

‘The shift in valuations between the
two groups echoes what happened
with Italian sports car maker Ferrari,

of the region’slargest- ion.

Shares in the sports car group climbed
3.5 per cent to €91 yesterday, giving
Porsche a market capitalisation of
€82.9bn and eclipsing Volkswagen,
whichwas valued at €78.3bn.

VW braved a grim economic back-
drop and the downturnin global stock
markets to sell 12.5 per cent of Por-

whose valuation eclipsed that of its
parent Fiat following its 2015 1PO.
After being sold for €82.50 each,

By passing parent group
VW’s market cap, Porsche
provides vindication for
its initial public offering

sche, its most p brand, as the
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300,000 cars a year versus the 10mn
that VW does, had dipped below their
IPO price earlier this week.

VW said measures to support the
stock in the early days of trading were
necessary because “September infla-
tion data, renewed concern about
energy supplies in Europe . .. and a
worsening of the situation in
Ukraine”, had made the market back-
drop tougher.

VW plans to return some of the
€9.4bn it raised through the Porsche
IPO to its shareholders viaa special

Munich Re
cuts coverage
for oil and
gas projects

KENZA BRYAN — LONDON

Munich Re, the world’s biggest re-
insurer, has cut back its coverage of oil
and gas projects, as activists step up
pressure on the industry to do more to
tackleclimate change.

The German reinsurance group said
yesterday that from April next year, it
would no longer invest in or insure the
planning, financing, construction or
operation of new oil and gasfields, new
oil-fired power plants or developments
in “midstream” oil infrastructure, such
as storage and transport. But it did not
rule out offering coverage for new gas
pipelines, liquefied natural gas plants
and gas-fired power plants.

Its listed equities and corporate bond
portfolio will also end new direct invest-
mentsin companies where oil and gas is
themain activity. The group’s Lloyd’s of
London sy'mllcate, an underwriter fur

said last
week it would stop underwriting a wider
range of oil and gas contracts from Janu-
ary. Italready excludes activities such as
Arcticdrilling.

Insurers and reinsurers Swiss Re,
Hannover Re, Scor, Axa XL, Mapfre,
Italy’s Generali and Fidelis have all
introduced restrictions on reinsuring oil
and, in some cases, gassince June.

Following Munich Re’s decision, 43
per cent of the global reinsurance mar-
ket by premiums has restricted cover
for oil, according to analysis of industry
data by campaign group Insure Our
Future. Munich Re’s global premium
shareis13 per cent.

Reinsurers provide coverage for pri-
mary insurers and have been grappling
with the fallout from increasingly fre-
quent extreme weather events such as
Hurricane Ian, which caused wide-
spread destruction across Cuba and the
south-eastern US last week.

Munich Re estimates insurers cov-
ered $120bn of the $280bn in global
losses from natural disasters in 2021,
and has flagged growing demand for
ca'astmphe insurance in Furope. It has

dividend, as well as money
into electric vehicles.

Former VW boss Herbert Diess set
A P

to reducing car-

bon emissions associated withits oil and

gas cnverage by 5 per cent relative to
e
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LU WAL upuALE, WILGH CULLES.
ahead of the release of Shell’s third-
quarter earnings at the end of the
month, is the first sign that oil industry
profits may drop this quarter from the
record levels set earlier thisyear.
Earnings from Shell’s integrated gas
business were also expected to be “sig-

11I€ U HIAJUL SR LIVHULS UL Specu-
lation when it announced in September
that Wael Sawan, head of gasand renew-
ables, would replace van Beurden as
chiefexecutive at the end of the year.

Additional reporting by Mark
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electricvehicles.

‘While VW has lost itstitle, Porsche’s
rapid ousting of its parent company as
Europe’s most valuable car group pro-

inLondon
Opec+ energy shock see Markets

vides vindication for the initial public
offering. vw' ives had hoped

SUALES I FULSULE CLIIUEU UL Lten
debut and have outperformed Ger-
many’s benchmark Dax index since.
However, the share price has been
supported by the banks that advised
on the IPO, which purchased the stock
b 29 and October 4.

that investors would attach a higher

shares in Porsche, which sellsroughly

4 Culpany ageL vl veauny 1esa
in electric sales by 2025, which
requires the group to sell millions of
battery models.

Diess was replaced this summer by
Porsche chief executive Oliver Blume,
who willlead the sports car maker as
well asits German parent.

2ury vy Luzo.
Lindsay Keenan, European co-ordina-
tor at Insure Qur Future, said Munich
Re’sdecision sent a message to the insur-
ance industry and energy companies
that they could struggle for cover if they
did not “align their business with climate
science and the 1.5C climate target”.
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INSIDE BUSINESS

Richard
‘Waters

or all its huge potential, the

field of artificial intelligence

has been something of a back-

water in the investment world.

Thereare certainly companies
that have ridden the Al wave in impor-
tant ways: Google claims to have refined
many of its services with the help of A1,
machine learning has boosted sales of
Nvidia’s graphics processing units and
TikTok’s algorithm is reputedly a big
part of what keeps users coming back to
itsshort videos.

Butit’s hard to find the pure Al com-
pany that has risen on the back of the
technology, or toidentify a big new mar-
ket thathas been created.

That picture may be about to change,
andinabigway.

According to Pat Grady, a partner at
Sequoia Capital, something significant
has happened in AI in recent weeks.
Generative systems — ones that auto-
‘maticallyp and i
simple text prompts — have advanced
to a level where they could have wide-
ranging business uses. A partner at
another leading Silicon Valley venture
capital firm, who describes the recent
history of Al as a graveyard for start-up
investors, also reports that the race is on
to find breakthrough applications for
thisnewtechnology.

sSince the launch of OpenAI’s GPT3
text-writing system two years ago, gen-

* FINANCIAL TIMES

erative models such as this have been all
the rage in AL The ethical issues they
raise are profound, ranging from the
biases they could imbibe from the data
they are trained on, to the risk that they
could be used to spew out misinforma-
tion. But that hasn't prevented the hunt
for practical uses.

Three things have changed to turn
these systems from clever party tricks
into potentially useful tools.

One is that the AI systems have
moved beyond text. Last week, Meta
unveiled the first system capable of pro-
ducing a video from a text or image
prompt. That breakthrough was
thought to be two years or more away.
Not to be outdone, Google responded
with notone but two Al video systems of
itsown.

This year’s biggest Al breakthrough,
though, has come

in image genera- The trick will be to find

tion, thanks tosys-

tems such as waystoembed the techin
Openal's DallE2, exjsting work processes,

Google’s Imagen

and the startup Creating tools that can
Midjourney. Emad - gyggest new ideas

Mostaque, the Lon-

«don hedge fund manager behind Stable
Diffusion, the latest image-generating
system to take the AI world by storm,
claims pictures will be the “killer app”™
for this newform of AI.

For the generation that grew up with
TikTok and snapchat, this new creative
tool could be profound, he says. It also
presents an obvious threat to anyone
whose livelihood rests on creating
images in other ways.

The second big change comes from
the rapidly falling cost of training giant
Al models. Microsoft’s $1bn backing of
OpenAI three years ago highlighted the
prohibitive expense of this for ever-
larger models. New techniques that

GPHG

GRAND PRIXD'HORLOGERIE DE GENEVE

Text and image advances promise to write anew chapter for Al

make it possible toachieve high-quality
results by training neural networks with
fewer layers of artificial neurons are
changing the picture. The computing
resources used to train Stable Diffusion
would have cost only $600,000 at mar-
ket prices, according to Mostaque.

The third change has been in the
availability of the technology. Google
and OpenAI have been wary about mak-
ing their technology widely available,
partly out of concern about possible
misuses. By contrast, Midjourney’s
image system is available to all users
through a freemium pricing model. Sta-
ble Diffusion has gone further, open-
sourcing its software and releasing
details of how it trained its system. That
makes it possible for other organisa-
tions to train an image model on their
owndatasets.

The risks that stem from such genera-
tive systems have received much atten-
tion. They churn out fresh images or
text based on the millions of examples
from which they have learnt, with no
understanding of the underlying mate-
rial. That canlead to nonsensical results
aswell as deliberate misinformation.

Butina businesssetting, at least some
of these shortcomings could be control-
led. The trick will be to find ways to
embed the technology in existing work
processes, creating tools that can sug-
gest new ideas or speed up creative pro-
duction, with human workers filtering
the output. The idea is already being
used to generate computer code.

The big question now, says one inves-
tor, is: will the existing giants of indus-
tries such as marketing, media and
entertainment be the first to make use
of these powerful new creative tools? Or
will they be disrupted by a new genera-
tion of upstarts with theirroots in A1?

richard waters@ft.com
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Watchdog flags Inmarsat deal concern

Debut of China
battery group

spun off from
UK reculator savs Viasat mthe aviation sector and parhcularly in forclosure wellinto next year. Itisnot  improving efficiencies, lowering costs,  operator SES has been in talks with US &
Ak su Aells y. 2 ing area of supp yetclear if Viasat and Inmarsat will put  and increasing [in-flight connectivity] ~ group Intelsat about a potential combi- ar mS Suppller
takeover risks pricier 'WiFi for passenger use. The regulator  forward any remedies. They counter  availability.” nation, according to people familiar
and poorer n- ﬂight ‘WiFi said airlines could be forced topaymore  they must build scale to compete with Viasat announced the takeover in  withthe discussions. pl‘OVeS Weak
for WiFi as a result and be offered  US challengers. November, a tie-up that combined two The cMA found that although

KATE BEIOLEY AND ANNA GROSS
LONDON

The UK competition regulator has said
California-based satellite operator Via-
sat’s $7.3bn takeover of Britain’s Inmar-
sat could lead to airlines facing more

“lower quality connectivity solutions”,
“ultimately affecting the cost, quality
and availability of services for airline
passengers”.

CMA senior director Colin Raftery
said: “Ultimately, airlines could be faced
with a worse deal because of this

“The CMA’s decision to proceed to a
Phase 2 review is not unexpected, even

A potential impact was
cited on ‘the cost, quality
and availability of services

of the largest geostationary satellite
operators. The merger was the firstina
flurry of deal discussions across the
industry, as some of the older and more
traditional groups look to gain scale and
fortify against challengers such as Elon
Musk’s SpaceX and Amazon'’s Kuiper.

entrants such as Starlink, OneWeb and
Telesat were trying to target the aviation
sector, it was one of the most difficult
industries for satellite groups to
enter. It was also difficult for airlines to
switch internet providers, the CMA said,
meaning the merged group might be

EDWARD WHITE — SEOUL
CHENG LENG — HONG KONG

One of China’s biggest electric vehicle
battery producers has made a weak
debut on Hong Kong’s stock market

expensive and worse quality on-board  merger, which could have knock-on . A spaceX and Kuiper have shakenup  able to “lock in” alarge part of the cus- | after investors shunned a group spun
'WiFi, in a finding that is setto substan-  effects for UK consumers as in-flight for airline passengers theindustry, attracting attentionbybet-  tomerbase. off from a company that makes mis-
tially delay the closure of the deal. connectivity becomes more wide- ting on cheaper and smaller satellites “There is no lack of competition in | jles and fighter jets for the Chinese

In an update yesterday, the Competi-
tion and Markets Authority said it
planned to open an in-depth investiga-
tion into the tie-up, which would create
one of the biggest space-based broad-
band providers.

Viasat and Inmarsat compete closely

spread”

‘ViaSat and Inmarsat have five work-
ing days to offer a solution to allay the
concerns, then the CMA has five days in
which to respond. Otherwise the deal
will face a probe that could take several
months and would push the timeframe

‘though [in-flight communication] rep-
resentsless than 10 per cent of the reve-
nues of the combined company,” said
Mark Dankberg, chief executive and
chair of Viasat. “We intend to work
closely with the CMA to show that our
transaction will benefit customers by

that run from low Earth orbit. Older
groups are more eager than ever to gain
scale and adopt a multi-orbit strategy
that spans different altitudes.

In July, French operator Eutelsat
announced its intention to acquire UK
rival OneWeb, and Luxembourg-based

satellite connectivity for the aviation
sector,” said Rajeev Suri, chief executive
of Inmarsat. “Strong players are already
offering in-flight connectivity, and the
new low Earth orbit players. . .are
agaressively and successfully targeting
aviation.”

Activist Icahn among the big

winners after predicting Tesla

chiefwould close on takeover

ORTENCA ALIAJ, ANTOINE GARA
AND SUJEET INDAP — NEW YORK
ARASH MASSOUDI — LONDON

Investors have been betting heavily on
the outcome of the Twitter deal since
Elon Musk offered to buy the social

Technology. Buyout battle

Investors cash in after Musk agrees Twitter deal

https://digital.olivesoftware.com/olive/odn/ftasia/printpages. aspx’7doc FTA%2F2022%2F10%2F07&ts 20221006200927&uq=20220804103507
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China Aviation Lithium Battery’s shares
fell as much as 2.2 per cent on Monday,
marking the latest disappointing first
day of trading for a mainland Chinese
company in Hong Kong.

The initial public offering of CALB,
which sold 8 per cent of the company,
raised HK$10.1bn ($1.3bn) after pricing
at the bottom of its range, with a pre-
IPO valuation at Rmb70bn ($9.8bn).
More than half of the share offer, or
about $735mn, was covered by 15 cor-
nerstone investors.

CALR is a spin-off from the Aviation
Industry Corporation of China, a state-
owned defence group and supplier to
China’s People’s Liberation Army.

Despite becoming China’s third-larg-
est and the world’s seventh biggest EV
battery group, analysts have questioned
CALB’s profitability and raised concerns
about allegations of intellectual prop-
erty theft from rival Chinese battery
maker Contemporary Amperex Tech-

‘The electric battery
industry is not an industry

xma pnm seacks inta
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mediacompany for $44bnin April

The result has been anything but cer-
tain since the Tesla chief executive
sought to terminate the transaction in
July. But some big winners have
emerged after Musk told Twitter on
Tuesday that he intended to close the
buyout at the agreed price of $54.20 per
share, sending the stock price soaring.

In the intervening months, wall
Street’s deal experts had studied the
transaction’s legal contract and previ-
ous tie-ups to assess whether Musk
could walk away.

The overwhelming consensus was
that Twitter was on solid ground. Virtu-
ally no one believed that Musk’s pro-
fessed concerns over excessive fake
accounts or a whistleblower alleging
regulatory could be sufficient
grounds for the billionaire to renege on
the agreement.

The only surprise was that Musk
caved seemingly without winning any
concessions.

Over the past few months, billionaire
activist investor Carl Icahn built a posi-
tion of more than $500mn in Twitter,
said a person familiar with the situation,
after its share price fell below $40 on
mounting investor uncertainty and
fears of a protracted legal battle
between the two parties.

Florida-based hedge fund

Tweet deal: Elon

would reach this conclusion. “Itis sort of

Musk said he simplistic. You could obviously see he
would honour wants this platform and, in my mind, he
his $44bn very well could afford it,” he said.

Twitter buyout “To be a successful investor you have
E:::;:g‘mw to see the forest from the trees. You look

at the obvious, which is often missed.”

Capital Management built a position in
Twitter of about 22mn shares but
hedged it using put options, said a per-
son familiar with the matter.

Icahn and Pentwater both stand to
make hundreds of millions of dollars if
Musk keeps his word and closes the
takeover, said those familiar with the
trades. Other large hedge funds such as
DE Shaw are also in line for big windfalls.

Musk and Twitter are in negotiations
about how to tie up the loose ends and
formalise a closing, with the Tesla chief
executive stating he wants a formal halt
to the litigation in

Twitter stock
$

the steps to get Twitter shareholders
their cash.
Icahn said he never doubted the deal

55
Musk says
he is ferminating
deal, while Twitter ———50
counters that
it will sue .
T AN I
1 v
Musk Musk confirms
bids he will close —35
$54.20 initial deal
[T a share -
B e e e
Jan 2022 Nov

Source: Refinifiv

N

Whenever a large merger is ann-
ounced, so-called merger arbitrage
funds place bets that seek to profit from
the deal eventually closing.

There is usually a spread between the
takeover price and the price at which
shares are trading, reflecting both the
risk that a deal collapses along with the
cost of the trade until it completes.

In the days after Musk agreed to buy
Twitter, the available return grew as
investors priced in the prospect that he
would notactually buy the company.

‘When Musk said he would back out of
the takeover and Twitter’s share price
tumbled, the arbitrage became a losing
trade.

Some large hedge funds lost money
for months before adding to their bets
over the summer in the belief Twitter’s
lawyers had negotiated an ironclad
agreement that Musk would be com-
pelledtoclose on.

“Anyone who uses the term arbitrage
for any deal involving Elon Musk is mis-
using the term,” said Nathan Anderson,

All pages from Financial Times (Asia), Friday, October 7, 2022

“You could
obviously
see he
wants this
platform
and, in my
mind, he
very well
could
afford it’

founder of short selling firm Hinden-
burg Research. “It connotes a low-risk
endeavour but Musk lives in an Alice in
Wonderland kind of world.”

Hindenburg has placed two winning
bets on Twitter, initially shorting the

yUu LA v avn i

with cheap products’

nology. CALB denies the accusations.

In 2021, CALB reported an operating
loss of Rmb479mn. Its net profit of
Rmb112mn was driven by government
grants totalling Rmb365mn. CALB’s
gross profit margin of 7 per cent last year
trailed margins of about 20 per cent for
industry peers, according to Bernstein.

Neil Beveridge, an analyst with Bern-
stein in Hong Kong, said the group’s his-
tory and state ties stood as a potential
“obstacle” to winning over foreign cus-
tomers as it pursued a $26bn interna-
tional push.

Avic group still owns a 10 per cent
stake in CALB through a listed subsidi-
ary. The Changzhou city government
remains CALB’s biggest shareholder,
with a 30 per cent stake. CALB’s biggest
customer, state-backed carmaker
Guangzhou Automobile Corp, holds a
stake of about 4 per cent.

CALB relies on Chinese customers for
themajority of its sales, in contrast with
CATL, the world’s largest battery
maker, which boasts foreign clients
including Tesla, Peugeot and BMW.

Analysts noted the company did not
spend as much on R&D as its competi-

shares in May when it b pparent
to them that Musk would try to walk
away from the deal after shares in both
Tesla, his electric car company, and the
social media platform started tofall.

Having closed out that bet, the firm
disclosed Twitter as its first public long
position on the premise that there was
little hope that Musk could get outof the
‘transaction.

The New York-based firm sold all of
its Twitter holdings on Tuesday, reaping

huge gains that. wa.

tors, with di at 4 per cent of
revenue in 2021, trailing industry lead-
ers including CATL and South Korea’s
Samsung SDI, which spent 6 per cent of
their sales on R&D.

Butcompany chair Liu Jingyu insisted
CALB was investing in line with its
peers. “The electric battery industry is
not an industry you can crack into with
cheap products, it’s an industry that
needs strong back-up in technology
knowhow,” shesaid.

Thelisti astheBiden admin-

to quantify. But he did say that he was
“happy to be stepping off the roller-
coaster”.

others are staying in, more certain
than ever that Musk will keep his word
and pay the full $54.20 ashare.
Seelex

istration is increasing pressure on US
companies to reduce their reliance on
Chinese industry. Companies across the
clean tech supply chain are also compet-
ing for resources as EV demand booms.

Additional reporting by Maiqi Ding in
Beijing and William Langley in Hong Kong

Wall Street lenders offer wealthy clients ‘tax-loss harvesting’ during market downturn

JOSHUA FRANKLIN — NEW YORK
MARY MCDOUGALL — LONDON

‘Wall Street banks have found a silver
lining in this year’s market rout — mak-
ing money by helping wealthy clients
sell some investments at a loss to
lighten their taxbills.

This so-called “tax-loss harvesting”
strategy has been around nearly aslong
as the federal tax code — which came
into force in the second decade of the
20th century — but has surged in popu-
larity this year as stocks and bond prices
have plunged.

JPMorgan Chase last week launched a
new “tax-smart” platform focused on
tax-loss harvesting, joining financial
groups such as Morgan Stanley and
BlackRock in offering automated prod-
ucts that help investors benefit from the

strategy.
“It’s the only gift you have in a down

Friday 7 October 2022

market. There’s economic value in a
loss,” said one wealth adviser at a big Us
bank, who remarked that the majority
of client calls in recent weeks have been
abouttax-loss harvesting.

Tax-loss harvesting is geared towards
investors who have been steadily adding
to their holdings over years. Recently
acquired stocks that have fallen in value
are sold ataloss, which canbe deducted
from any capital gains made in this or
future years. The S&P 500 stockindexis
down 21 per cent this year.

“A priority this year is making sure
that at least people don’t pay taxes on
their portfolios,” said one private
banker ata Wall Street firm.

Typically, investors will sell then
repurchase a portfolio with a similar
risk profile. Under the Internal Revenue
Service’s “wash-sale” rule, investors are
banned for 30 days from selling a secu-
rity at aloss and then repurchasing the

same investment. “With 10 years of bull
markets, this is an opportunity where
clients are able to utilise tax-loss har-
vesting,” said another private banker.

Tax-loss harvesting is one of several
strategies US banks and money manag-
ers employ to minimise taxes for well-
heeled investors. Some clients also hold
on to profitable positions and use them
as collateral for loans from big banks,
thereby generating cash for expenses
‘without reporting taxable income.

“There’s an overall big picture issue
about our tax code and the way it treats
‘the wealthy,” said Steve Wamhoff, direc-
‘tor of federal tax policy at the Institute
on Taxation and Economic Policy, a
Washington-based think-tank. “They
have this incentive to realise losses as
soon as possible. But then they have this
incentive to avoid realisinggains.”

The strategy has become more main-
stream in recent years through the rise

of direct indexing providers such as
Morgan Stanley-owned Parametric and
BlackRock’s Aperio.

These enable investors toown agroup
of stocks that mimic the performance of
anindex, and customise the portfolio to
‘manage fortaxlosses.

Investors in the US pay tax at their

tax-loss harvesting opportunity in
decades”.

By the end of August, 99 per cent of
mutual funds and exchange traded
funds were trading ata loss for the year,

personal tax bills. David Henry, invest-
ment manager at UK wealth firm Quil-
ter Cheviot, said tax-loss harvesting
could be “very, very powerful” and was
currently popular among buy-to-let

State Street Ris-
ing interest rates from central banks
around the world have also hit bond

‘A priority this year is
making sure that at least
people don't pay taxes
on their portfolios’

marginal income tax rate on gains from
assets held for up to a year, with lower
capital gains tax rates applying to assets
held for longer.

In a note to clients in May, the asset
manager State Street Global Advisors
wrote that this might be “the largest

* FINANCIAL TIMES

“It has created a really, really bounti-
ful harvest of losses for investors this
‘'year,” said Matthew Bartolini, i
director at State Street Global Advisors.

In the 2020 tax year, there were
$19.3bn of net capital losses that could
be used to offset capital gains, up 19 per
cent from $16.2bn in 2019, according to
the most recently available data from
theIRS.

Tax-loss harvesting is not just for US
clients — in the 2020-21 UK tax year,
more than £2bn of investment losses
‘were offsetagainst capital gains to lower

inthe UK sitting on large gains

but selling in anticipation of mortgage

rate rises leading to a drop in house
rices.

They also make greater savings
because capital gains tax in the UK is
charged at a higher rate for taxable
property than all other assets, at 28 per
cent and 20 per cent respectively, for
higher and additional-rate taxpayers.

Henry added that recent days had
presented opportunities in the UK gov-
ernment bond market.

Investors nursing losses in exchange
traded funds can sell them, crystallise
the loss and buy back bonds directly;
any difference between abond price and
its maturity value can be kept tax-free.

COMPANIES & MARKETS

Incoming EDF boss faces barrage of
problems as Paris takes full control

Rémont arrives as the energy cri

SARAH WHITE — PARIS

‘When EDF board members joined a
video call inlate August to discuss a UK
nuclear project, they were instead
treated to a stand-off between the util-
ity’soutgoing boss and the French state.

Rather than signing off the Sizewell C
plant in Suffolk as Jean-Bernard Lévy
had pushed for, the biggest French
power producer’s controlling share-
holder demanded more time to finish
new audit reports and the meeting
descended into acrimony, according to
people familiar with the discussions.

“some people didn’tunderstand what
they were doing there and why there
wasn't going to be a decision on any-
thing,” one of the people said. “It was
messy.”

The episode, one of several clashes at
the company to have spilled into the
open in recent months, will provide lit-
tle comfort to Lévy’s successor, Luc
Rémont, who is due to take over as chief
executive and chair just as Paris exe-
cutes a plan to buy the 16 per cent of
EDF itdoes not already own.

s rages, nuclear outages cripple output and reactor rollout looms

-

)

Venture signs
deal on lifting
gas exports
to Germany

MYLES MCCORMICK — NEW YORK

The newest US exporter of liquefied
natural gas has signed a deal to increase
exports to Germany, one of a flurry of
sales to Europe amid a scramble to
replace Russian energy supplies.

Venture Global said yesterday it would
expand a 20-year contract with German
utility EnBW by 500,000 tonnes of LNG
ayear to2mn tonnes.

'US companies have executed about
47mn annual tonnes of sale and pur-
chase agreements with various coun-
tries this year, according to Webber
Research and Advisory.

LNG is a central part of Germany’s
plans to cut Russian gas supplies, which
accounted for 55 per cent of total
imports before Moscow’s invasion of
Ukraine. It has recently chartered five
specialised vessels that will allow
imports by sea.

Until the invasion of Ukraine, Ger-
many was planning to import more fuel
from Russia via the Nord Stream 2 pipe-
line under the Baltic Sea. Those plans.
have been suspended.

Venture Global’s deal with EnBW is.
the only long-term LNG contract locked
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While the nationalisation clarifies the
ownership structure, the company
could still be subject to demands from
the French state that have not always
been in its immediate interest, includ-
ing that it shield consumers from soar-
ingenergy prices.

Big strategic questions on everything
from Sizewell to renewable energy
investments still loom large.

EDF declined to comment on those
p]an.s or the August board meeting.

Rémont, an executive at conglomer-
ate Schneider Electric, will need to
tackle the group’s short-term

All pages from Financial Times (Asia), Friday, October 7, 2022
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while preparing EDF to take on some of
France’s biggest nuclear construction
projectsin twodecades, a period whenit
has struggled to complete any on time
oronbudget.

The company’s electricity outputison
course to reach all-time lows this year,
after corrosion problems at the com-
pany’s nuclear plants added to mainte-

and led to the outage at

one point of more than half the French
fleet of 56 reactors. That has strained
supplies across Europe asthe region piv-
ots from Russian gas, while turning
Franceinto a net power importer for the
first time.

“It is absolutely crucial that EDF get
their act together and that the nuclear
capacity get back online,” said Jean-Paul
Harreman of consultancy EnAppsys,
adding that countries such as Belgium,
the Netherlands and Spain were partic-
ularly dependent on French output.

The production falls are set to wipe
€29bn off EDF’s core profits this year.
The group has been forced to buy supply
onsoaringwholesale markets instead.

Government measures made EDF’s
plight worse, through a move to make it
carry the can for price caps on electric-
ity bills for consumers. The state has yet
torule outarepeatin2023.

Like his predecessors, Rémont will
have far from full sway over some of
EDF s strategic questions.

But getting EDF on track to meet a
plan to build at least six reactors in
France will fall on his shoulders — no
small task amid a dearth of skilled

Luc Rémont must prepare EDF for some of France’s industrial workers and nuclear engi-  “J¢ jg
biggest nuclearconstructlon projects in two decades neers, in part due to a hiatus in big
FT montage/Schneder Electrc/ED ) absolutely
To repair corrosion problems at 12 a
‘ EDF output Frenchreactors that EDF pledged to get crucial ...
e back online for the winter, the group  that the
had to resort to flying in teams of spe- nuclear
450 cialist welders from the US. .
Range “There are two elements that, com- Capacity get
bined, make this a complicated job. One S
M 400 is that the nuclear sectl:x'lr is inherently back online
\/\ complex, with very long investment
cycles,” said Patrice Geoffron, an eco-
A = 350 nomics professor at Paris-Dauphine
\'4 . university. “The otheristhat the French  “We don’t
state has not always had a consistent
yd 300 lineonits nuclear policy.” know what
V Buildingreactors in France will entail kind of
training thousands more workers,
B e ey e s | —— 250 axlnungseviri.lbchallengeslil.n havingthef pathway
ants ready by 2035 when some of 7
2010 5 20 2 gDF's older sites will be reaching the will be SC'[ :
One terawatt hour equals 1,000 gigawatt hours end of theirlifespans. out for him

Sweden overtakes France on power exports
Total nef exports/imports by selected countries (TWh)
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Little known to the French public,
Rémont started as an industry aide in
the cabinet of several economy minis-
ters before a stint of several years asan
investment banker at Merrill Lynch. His
bosses in government included Nicolas
sarkozy before he became president
and Thierry Breton, now EU commis-
sioner for internal markets.

“He has a sense of economic patriot-
ism,” said Gervais Pellissier, an execu-
tive at French telecoms group Orange
who met Rémont in 2002 when he
helped ailing computer company Bull
negotiate a bailout. “He’s someone who
canlisten, who is not dogmatic.”

That might help Rémont at EDF, a
heavily unionised company where
labour representatives fiercely opposed
one attempt under Lévy to restructure

that had been seen as a precursor toa
break-upandjoblosses.

Rémont has experience of govern-
ment dealings with Brussels, another
front he will have to revisit to try to fixa
litany of state aid and antitrust discus-
sions, including a long-running drive by
the European Commission to make
EDF open its hydroelectric business to
competition.

Bigger-picture decisions, however,
mayreverttothe highest echelonsofthe
French state and Emmanuel Macron.

EDF, created in 1946, controls not
only much of France’s power generation
but also its transmission. It has
expanded into renewable energy at
home and elsewhere while trying to
compete as a nuclear player interna-
tionally, pushing its technology from
Finland and Britain to the Czech Repub-
licand Poland.

French officials have so far insisted
that sizewell € will go ahead, adding
that the state has commissioned extra
audits simply to calculate the financial
consequences of removing a Chinese
state-backed company from the project.

But the government might want to
revisit some of its choices, bankers and
union representatives close to EDF said,
particularly as the group grapples with
costly investments. By the end of this
'year, EDF’s net debt is forecast to swell
to about €60bn, while its French con-
struction programme alone could cost
another €52bn.

Martine Faure, amember of the CFE-
CGC union who also chairs two EDF
employee shareholder funds, said: “will
Rémont have tosell assets? We still don’t
know what kind of pathway the French
state will set out for him.”

in between Germany and the US. Other
German companies — including Uniper
and RWE — have signed earlier-stage
deals toimport USLNG.

Venture Global’s shipments would
begin in 2026 from the exporter’s
planned Plaquemines and CP2 plants in
Louisiana.

“We’ve always believed that, over
time, [US LNG] was what global distri-
bution would trend to in terms of cus-
tomers around the world building up
portfolios,” said Mike Sabel, Venture
chief executive. “That’s changed obvi-
ously — dramatically —recently because
of the invasion.”

lobal b D atits
Calcasieu Pass plant in Louisiana earlier
this year, bringing the number of US lig-
uefaction facilities —where gasis chilled
and loaded on to tankers for export — to
seven. Once fully built it will have peak
capacity of about 12mn tonnes a year,
bringing total US capacity to about
105mn tonnes.

The recent surge in interest in LNG
from the US marks a significant reversal
of fortune for an industry that just two
years ago was facing a crisis over envi-

d slack demand.

But it has since benefited from a tight
gas market and Moscow’s weaponisa-
tion of gas exports in the wake of its
invasion of Ukraine, which has forced
Europe to look for alternative sources.

“The fundamentals were moving in
LNG’s favour prior to the invasion,” said
Michael Webber at Webber Research
a.nd Advisory, a consultancy. “But it

the strategic signi of
US LNG — particularly into Europe.”
Despite the strong demand, the land-

scape remains competitive. Tellurian, a
developer chaired by US LNG pioneer
Charif Souki, has struggled to raise
funds for its Driftwood export plant
near Venture’s facilities in Louisiana.
The $25bn project’s future is unclear
after two big buyers pulled out last
month.

Sabel said Venture Global had been
involved in “extremely active negotia-
tions and discussions” over potential
deals for the past six tonine months.

Kalanick-linked lobbyist battles delivery apps

DAVE LEE — SAN FRANCISCO

A US lobbying group with ties to Travis
Kalanick’s dark kitchen start-up has
setitself up to battle food delivery apps,
including the entrepreneur’s former
company Uber, over fees and customer
data.

The Digital Restaurant Association’s
stated goals — tochallenge fees and gain
access to customer data fiercely pro-
tected by food delivery apps — pits it
against Uber, from which Kalanick was
ousted as chief executive in 2017 follow-
ing a string of scandals, as well as Door-
Dash and Grubhub.

The association was formed in March
by executives at Tusk Holdings, a lobby-
ing firm hired by Kalanick’s City Storage
Systems — parent of CloudKitchens —to
help it fight regulatory battles around
dark kitchens, which buy property to
use as space to cook food to be sold via
delivery apps.

CSS executive Guido Gabrielli, who
heads the group’s payment platform
otter, was listed as being on the DRA’s
board but was removed this week after
the Financial Times’ inquiries into its
formation and leadership. A promotion
for Otter remains on the DRA website,
whereitisdescribed asa “partner”.

Kalanick has become a force in the
digital restaurant business through his
CloudKitchens venture, a market that
grew rapidly during the pandemic. Atits
most recent funding round, CSS was val-
ued at $15bn. It has more than 4,000
employees across the US, Latin Amer-
ica, the UK and the Middle East.

But growing demand has caused fric-
tion between digital restaurants and
food delivery apps over which has
access to customers’ personal data.

The DRA’s website said that it aimed
to support city and state laws that
benefited restaurants and would “fight
to ensure restaurants have access” to
customer information. Delivery apps
have resisted such calls, citing privacy
concerns.

The association says it will push for
permanent caps on delivery fees
charged by third-party apps. Some mar-
kets have taken this step, such as San
Francisco and Philadelphia, where
delivery fees cannot exceed 15 per cent
of each order.

A greater amount of customer data
aboutorders and consumer habits could
be lucrative for CSS for advertising pur-
poses. Otter, which helps restaurants
manage orders from several food apps
at once, requires restaurants that use its

service to share with it information
abouttransactions.

A leader at Tusk Holdings disputed
the characterisation that there were
links between the DRA and Kalanick's
CsS, saying the lobby group was
“fully operated and funded” by Tusk
Holdings.

Tusk Holdings is a lobbying firm
founded by Bradley Tusk, an early Uber
investor and former adviser who spear-
headed efforts by the ride-hailing app
founded by Kalanick to bat away regula-
tionin New York.

More recently, the lobby group has
‘worked for €SS. In Chicago, a Tusk
Holdings managing director helped
organise a protest opposinglocal legisla-
tion that put tighter restrictions on suit-
ablelocations for dark kitchens.

It comes as the growth of dark kitch-
ens has caused controversy in certain
cities, raising the prospect of regulatory
‘battles thatcould affect CSS’s ambitions.

Though in its early stages, the DRA
‘would be “looking at all major cities” for
its lobbying efforts, the person at Tusk
Holdings said, almmg to pusltmmlself

as “the national

DAVE LEE — SAN FRANCISCO

Uber’s former head of security has
been convicted of covering up a 2016
databreachatthe rideshare group, hid-
ing details from US regulators, and pay-
ing off a pair of hackers in return for
their discretion.

The trial, closely watched in cyber secu-
rity circles, is believed to be the first
criminal prosecution of a company
executive over the handling of a data
breach.

Joe Sullivan, who was fired in 2017
over the incident, was found guilty on
Tuesday by a San Francisco jury of
obstructing an investigation by the Fed-
eral Trade Commission.

At the time of the 2016 breach, the
regulator had been investigating the
car-booking service over a different
cyber security lapse that had occurred
two years earlier.

Jurors also convicted Sullivan of
asecond countrelated to having knowl-
edge of but failing to report the 2016
breach to the appropriate government
authorities.

the future of restaurants”. The website
lists six restaurant companies as mem-
‘bers, including Hooters and IHOP.

The incident became pub-
lic in 2017 when Dara Khosrowshahi,
‘who had just taken over as chief execu-
tive, disclosed details of the attack.

* FINANCIAL TIMES

Prosecutors said Sullivan had mken

Ex-Uber security chief convicted in data case

take responsibility when damaging
breach

steps to mak d in
theattackwould not be revealed.

According to court documents, two
hackers approached Sullivan's team to
notify Uber of a security flaw that
exposed the personal information of
almost 60mn drivers and riders on the
platform.

The hackers, one of whom testified
during the trial, turned down the com-
pany’s offer of $10,000 — the maximum
payout under Uber’s “bug bounty” pol-
icy designed to encourage private dis-
closure of security flaws — and threat-
ened to release the data if a larger fee
‘were not paid.

The parties negotiated a $100,000
payment, which required signing a non-
disclosure agreement and a commit-
ment to delete any user data that had
been cbtained.

The two hackers later pleaded guilty
tothe attack.

Lawyers for sullivan defended his
actions in court, saying he had acted to
protectusers and had notified his supe-
riors — including then-CEO Travis
Kalanick —of the data breach.

The result will send shockwaves
through the cyber security industry,
raising questions over who should

“This verdict is misplaced,” said Katie
Moussouris, founder and chief execu-
tive of Luta Security, whlch specialises
in bug bounty” p
for large organisations. “The role of
chief security officer cannot become
chief sacrificial officer if we want those
roles to be effective.”

Uber did not respond to requests
for comment.

“Sullivan affirmatively worked to
hide the data breach from the Federal
Trade Commission and took steps to
prevent the hackers from being caught,”
said Stephanie Hinds, US attorney for
the northern district of California, in a
statement.

“We will not tolerate concealment of
important information from the public
by corporate executives more inter-
ested in protecting their reputation and
that of their employers than in protect-
ingusers.”

sullivan, a former government
prosecutor specialising in cyber crime,
previously worked at Facebook and
Cloudflare.

A date for his sentencing has not yet
been set. He could face up to eight years
inprison.
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Cartel on collision course with
US as bond between Riyadh

and Moscow strengthens

DAVID SHEPPARD — VIENNA
DEREK BROWER — SAN FRANCISCO
TOM WILSON — LONDON

JAMES POLITI — WASHINGTON DC

Deep oil production cuts approved by
Opec+ have sent shockwaves across
energy markets, put the cartel ona colli-
sion course with Washington and
pointed to a strengthening bond
between Saudi Arabiaand Russia.

The Opec cartel and allied producers

Commodifies. Crude supply

Energy shock as Opect+ moves ahead
with aggressive output reductions

>
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Opec+ meeting — appears to have hit
awall.

Saudi Arabia is also understoed to be
upset over what it believes is a luke-
warm US commitment to its security,
including the limited US response to the
attack on its oil facility of Abqaiq in
2019, widely believed to have been car-
riedout by Iran.

Riyadh has looked to diversify alli-
ances, from China to Russia, with the
former a far bigger customer for its
crudethanthe Us.

Washington still has leverage as Saudi
Arabia’s biggest supplier of military
equipment.

The price of Brent crude oil reached
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agreea on weanesaay couecuvely to
reduce outputby2mn barrels a day. The
move threatens further inflationary
pressures in a world economy already
burdened by an energy crisis.

The implications are far-reaching,
from the price of oil to the relationship
between the US and Saudi Arabia.

The group led by saudi Arabia and
Russia lowered its collective oil
production target by 2mn barrels
a day, or about 2 per cent of global
consumption.

The actual cut to supply will be less —
probably closer to 1mn barrels — as
many members such as Nigeria are
already producing below their targets.

The move is an aggressive attempt to
raise oil prices.

The decision threatens
further inflationary
pressures in an already
burdened world economy

At $90 a barrel, crude is well below
levels reached soon after Russia’s inva-
sion of Ukraine but higher than at any
point between 2015and early 2022.

The pain of higher oil prices has been
compounded by the stronger dollar for
many countries, which must buy oil in
the US currency. Petrol pricesin the UK
are above levels in 2008, when oil hita
record of almost $150 a barrel, stoking
inflation and a cost of living crisis.

Suhail Al Mazrouei, energy minister
of the United Arab Emirates, said Opec+
was cutting to avert a price plunge such
as the one that took phce in the second

A nodding
donkey ata
Tatarstan field
in Russia. The
pain of higher
oil prices is
ded b

halfof 2008, wh llapsedto$30a p

barrel duringthe financial crisis. the stronger
“We need to pre-empt a crashinthe  dollar for many

oil market because of the slowdown,” countries, which

Mazrouei said, arguing that long-term  must buy in

investmentin the industry would suffer ~ the US currency
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The cartel’s Gulf producers have been
irritated by Washington’s repeated
releases of crude from its emergency
stockpile.

The US has also spearheaded efforts
toimpose a price cap on oil exported by
Russia. If the plan works, the Gulf pro-
ducers fear the cap could drive down
prices for their own oil — or one day be
extended tothem.

‘The White House accused Opec+ of
“aligning” with Russia and damaging

he olobal

without action.

Saudi Arabia’s energy minister, Prince
Abdulaziz bin Salman, suggested that
the group did not want to repeat the
mistakes of central banks, which he
implied had erred by not reacting
quickly enough to curbinflation.

But high energy prices are a driver of
economic pessimism. The most damag-
ing price surge was created by Russia as
it curtailed gas supplies to Europe inan
attempt to weaken the west’s support
for Ukraine.

Jake Sullivan, Joe Biden’s national
security adviser, and Brian Deese, the
top economic adviser, pointed to possi-
ble responses, including more releases
from the national Strategic Petroleum
Reserve — a possibility that the White
House dismissed justa dayago.

“Responsible action” to boost domes-
tic energy production was also on the
table.

The Biden administration has vowed
to consult with Congress on ways to

“reduce Opec’s control over energy
prices”. The

in recent days to stop the cartel from
ing new cuts. Bidentravelled to

reviving “Nopec” legislation, which
would crack down on oil cartels by
allowing the Department of Justice to
sue countries for anti-competitive

our.
Helima Croft at RBC Capital Markets
said that on top of the “dog-whistle”

2o
Group's agreed Brent crude
reduction In after the move,
collective b/d up from $84
production farget | last week

Nopec hint, she believed that the “more
clear risk” was that the US would move
to restrict exports of refined products,
such as petrol, in an attempt to prevent
fuel price inflation.

The blustery reaction reflected the
depth of disappointment in Washing-
ton, where diplomats had lobbied hard

Saudi Arabia in July to patch up rela-
tions with Riyadh ahead of US midterm
elections in November.

sullivan and Deese did not question
the US strategic and defence relation-
ship with saudi Arabia. Yet the split
between Riyadh and Washington points
to a broader disintegration in the dec-
ades-old energy alliance.

Biden described Saudi Arabia as a
“pariah” during his election campai
a reaction to the murder of journalist
Jamal Khashoggi. Crown Prince
Mohammed bin Salman has said he
“does not care” if the US president mis-
understands him. The leaders’ carefully
choreographed meeting in the kingdom
made clear there is little affection
betweenthem.

Months of petro-diplomacy to patch
up ties, with White House officials
repeatedly shuttling to Riyadh —
including in the run-up to this week’s

Our global
team gives you
market-moving
news and views,
24 hours a day
fi.com/markets
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its cut, up from $84 a barrel last
week. Jorge Ledn, a former Opecanalyst
who is now at consultancy Rystad,
expects oil to surpass $100 a barrel
by Christmas.

More price rises are possible as Euro-
pean sanctions tighten on Russian oil
sales in December. Moscow has also
warned that it could cut oil exports to
countries participating in the US price
cap plan. Opec’s new cuts, due tostartin
November, could therefore coincide
with further falls in supply.

Years of under-investment across the
industry meant supply was still con-
strained and spare capacity “extremely
low”, the head of state-backed oil com-
pany saudi Aramco warned this week.

Gulfproducers have been
irritated by Washington’s
releases of crude from

its emergency stockpile

While the production cuts would put
“upward pressure” on prices, Christyan
Malek at JPMorgan said that the Opec+
intervention to keep oil prices high was
designed to encourage all producers to
startinvesting.

“The sheer size of the cut sends
an important message to the industry,”
hesaid.

Prince Abdulaziz, the older half-
brother of Prince Mochammed, has set
the kingdom on a more assertive course
inoil policy.

People briefed on Saudi Arabia’s
thinking believe Prince Abdulaziz is
under pressure from his half-brother,
the country’s de facto ruler, to ensure an
oil price of about $100 a barrel to fund
reform programmes.

Saudi Arabia and its allies in the Gulf
are unlikely to turn their back on Rus-
sia. The Gulf states have not spoken out
against the Ukraine invasion, and bring-
ing Russia closer to the Opec fold has
been along-term aim. Saudi Arabia and
Russia are the largest oil producers after
theUs.

Questioned about Russia’s role in the
energy crisis and whether it compli-
cated their partnership, Mazrouei said:
“In Europe, they have their own story, in
Russia they have their own story. We
can'’t be siding with this country or that
country.”

Crypto

Terraform Labs’ Kwon denies more of
his assets have been frozen by Seoul

SONG JUNG-A — SEOUL

Do Kwon, the co-founder of collapsed
cryptocurrency operator Terraform
Labs, has denied that South Korean
prosecutors froze an additional
$39.6mn of his cryptocurrency assets
as South Korean autherities began the
process to revoke hispassport.

The Seoul Southern District Prosecu-
tors’ Office said yesterday that Kwon’s
bitcoin holdings, worth a total of $67mn
and held in exchanges OKX and KuCoin,
had now been frozen.

The prosecutors have launched a
manhunt for the 31-year-old crypto
entrepreneur behind the $40bn implo-
sion of the terraUSD and luna tokens.

“1 don’t get the motivation behind
spreading this falsehood — muscle flex-
ing? But to what end?” Kwon wrote on
Twitter on Wednesday. “I don’t know
whose funds they’ve frozen, but good
for them, hopethey useitfor good.”

His denial came after CryptoQuant, a
blockchain data analytics platform, said
last month that the Luna Foundation
Guard — a non-profit organisation set
up in Singapore to promote terraUSD’s
growth — had created a digital wallet
on crypto exchange Binance on Septem-
ber1s.

CryptoQuant added that 3,313 bitcoin
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worth about $67mn had been trans-
ferred from that luna wallet to KuCoin
and OKX over three days.

Last month, South Korean prosecu-
tors froze about $27.4mn of bitcoin held

‘Tdon't get the motivation
behind spreading this
falsehood — muscle
flexing? But to what end?’

in the KuCoin wallet. OKX recently
accepted authorities’ demands to freeze
an additional $39.6mn.

But the prosecutors’ office declined to
say how it determined that the assets

Whereabouts unknown: Interpol has
issued a red notice for Do Kwon

belonged to Kwon, who denied the
assetswere his.

Seoul’s foreign ministry said on
‘Wednesday that Kwon’s passport would
berevoked if he did not return it within
‘two weeks, putting pressure on the fugi-
tive crypto entrepreneur to return to
South Korea and face charges of finan-
cial fraud and breach of the country’s
capital market laws.

Interpol has issued a red notice for
Kwon after he allegedly refused to co-
operate with a South Korean investiga-
tion into the meltdown of his algorith-
mic coins. Kwon has yet to be located
‘buthas denied that he is on the run. He

Commodities

Copper and zinc climb after LME curbs
UMMC delivery under Russia sanctions

HARRY DEMPSEY

«Copper and zinc prices jumped yester-

Th of sancti p d
a debate among the LME’s users over
‘whether the exch should ban prod-

day after the London Metal
restricted delivery of the metals by
Ural Mining and Metallurgical Com-
pany in response to UK sanctions on its
co-founder.

The LME said it would ban UMMC’s cop-
per and zinc from its warehouses and
prevent the metals from being used to
fulfil futures contracts unless the owner
of the metal could prove to the exchange
thatit would not violate UK sanctions.
Theruling came after the UK imposed
sanctions on UMMC president Iskander

could not be reached for

south Korean prosecutors said Kwon
left for singapore at the end of April.
Police in the city-state said last month
‘thathe was no longer there.

South Korea was one of the most
enthusiastic adopters of cryptocurren-
cies but the collapse of Terraform Labs
'hasledm greater scnlﬁn'/ of the sector.

indig-

atthe end oflast month as
part of its sweeping penalties on Russia
since it invaded Ukraine.

The move is the biggest intervention
et by the LME, the largest metals mar-
ketplace, to restrict the flow of Russian
metal through its market. UMMC is
Russia’s second-largest copper pro-

ucts from Russia.

The LME said last week it was consid-
ering banning new Russian metals from
entering the market. It would need to
make formal proposalsto its members.

US aluminium producer Alcoa has
encouraged the to ban

day that it would temporarily shut a
zinc smelter in Germany from Novem-
ber1 because of high energy prices.
Policymakers in the west have been
careful to avoid imposing sanctions on
Russian producers of metals such as
nickel, palladium and aluminium
directly, in part because of the country’s
importantrole asa supplier.
‘was among the targets

The UK hit the group’s
co-founder with sanctions
last month as part of

its penalties on Moscow

material from Russia but rival Rusal
has warned that the move would fuel
volatility.

“The LME seems to be proceeding by
the book, moving against companies
and their metal only when they or their
principals are sanchomd 7 said Edward

ml assets had slowed. “Venture capital
‘as slashed its investment in the sector
as the macroeconomic environment
deteriorates amid high inflation and as
bitcoin prices continue to fall,” said
Donghwan Kim of Blitz Labs, a Seoul-
‘based cryptoadvisory firm.

ducer, supplying just under half of the
country’ d i

PPerp

After the LME's move, copper gained
as much as 2 per cent to trade at $7,853
per tonne yesterday, its highest level in
just under a month, while zinc rose as
much as 2.3 per cent to $3,148 a tonne.
Prices slipped back as investors worried
about slowing economic growth.

* FINANCIAL TIMES

Meir of Cc Group.
Metals have tumbled this year on
fears of an economic slowdown but tight
supply caused by energy shortages and
“self-sanctioning” of Russian metal has
putafloor on prices.
Zinc gained further support yesterday
after Glencore announced on Wednes-

in the UK’s package of sanctions, intro-
duced on Russia in response to the refer-
endums in four regions of Ukraine that
Nato called “asham™

UMMLC said several months ago that
Makhmudov, with an estimated net
worth of £2.7bn, was no longer a con-
trolling beneficiary and had left the
board. The LME said yesterday it
believed Makhmudov owned or con-
trolled UMMC.

UMMC copper in the LME warehouse
system would not be subject to restric-
tions since the Russian company did not
retain ownership over the metal and
none of its subsidiary’s zinc was held in
the system, the exchange said.

A ban on LME warranting does not
necessarily prevent Russia from export-
ing material but the restrictions will
make it harder for Russian metal to
reach the market and could encourage
more “self-sanctioning” by buyers.
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The day in the markets

What you need to know

® Wall Street losses deepen as S&P 500
and Nasdaq slip

= Sterling slides 1.8 per cent as dollar
extends gains

® Government debt markets come under
pressure after days of sharp swings

Wall Street stocks turned lower yesterday,
extending losses as sentiment faltered
after an upbeat start to the new month.
The S&P 500 was down 0.7 per cent by
midday in New York after the broad index
ended the previous session down 0.2 per
cent, a decline that puf the brakes on the

etrananct hun-dw aduanen for 1€

‘ Pound resumes its retreat against the dollar
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Therisks from
derivatives
have morphed

Satyajit Das

Markets Insight

nrecent financial crises, derivatives
have amplified and propagated

lnsses in markets. They are now
acrain hartusith 2 chiff in

turn, this may trigger asset sales, trans-
mitting price changes across markets.
When poslhﬂm have to be dosed out,

and risks by increasing gains and losses
from a given event, such as small price
moves or remote events.
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equities in more than two years. The
technology-heavy Nasdaq Composite
slipped 0.4 per cent.

In Europe, the Stoxx 600 lost 0.6 per
cent after the regional gauge closed 1 per
cent lower on Wednesday.

Equities have sold off broadly in recent
months, with last week capping the
longest streak of quarterly losses since
the 2008 crisis. As central banks twist the
screws fo curb inflation, the prospect of
ever higher borrowing costs has hit
companies’ valuations.

A report yesterday offered fresh
figures on the stafe of US unemployment,
with first-fime jobless claims coming In at
219,000 for the week fo October 1—
higher than the expected 203,000 and up
from 190,000 a week earlier.

That weaker than forecast picture
came hot on the heels of a disappointing
Tuesday release on job openings in the
world's largest economy, which had eased
concerns over interest rafe rises and, in
turn, fuelled a rally in Wall Street equities.

Current markef pricing reflects
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U their underlyingnature.

Vulnerabilities in the financial system
have emerged, i through some

expectations of the main Fed inferest rate
peaking af 4.5 per cent in March 2023,
down from estimates in late September of
almost 4.7 per cent. The Fed's current
target range stands at befween 3 per
cent and 3.25 per cent after three straight
large jumps of 0.75 percentage poinfs.
Government debt markets came under
pressure yesterday after days of sharp
swings. The yield on the 10-year US

bonds, with the yield on the 10-year gilt
adding 013 percentage poinfs fo 417 per
cent as its price fell. The gilt market was
last week gripped by crisis as the British
government's “mini” Budget sparked
fears over borrowing to fund big fax cuts.
In currencies, the dollar added 11 per
cent against a basket of six peers,
extending gains from the previous
session. The pound slid 1.8 per cent to

Treasury note added 0.05
points to 3.81 per cent, while the policy-
sensifive fwo-year yield rose 0.07
percentage peints fo 4.22 per cent.
Moves were more pronounced in UK

$1112, but ‘to trade well above
‘the record low of $1.035 that it tumbled to
affer UK Chancellor Kwasi Kwarteng
unveiled his fiscal plans on September 23.
Harriet Clarfelf

Markets update

well-intentioned initiatives to reduce
risk. Since the 2008 financial crisis,
there have been moves designed to
reduce the level of credit between coun-
terparties in markets.

The new regulations penalise so-
called over-the-counter trades, deals
conducted privately between parties,
which are not secured by collateral.
They also interpose “central counter-
party clearing”, or CCPs, onmoretrades,
requiring them to be processed through
independent houses.

The system requires traders to post
initial and subsequent margins, or col-
lateral, to cover current mark-to-
market and potential future losses. As
much as 80 per cent of OTC trades,
depending on type, now use CCPs. If
bilateral collateral is included, a high
portion of the $12tn of current exposure
to derivatives (based on fair marketval-
ues after netting positions) is covered.

Such moves have implications. Rising
use of collateral creates liquidity risk.
Sharp moves in prices result in large
cash calls to meet current losses and
higher margins due to raised volatility.

Commodity traders have been forced
toseek additional creditlines or govern-
ment support to cover collateral needs.

ial moves in interest rates and

] (O] [=] [ |
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Twitter slid following a report that its
deal to be bought by Elon Musk might
have hit a snag. The wall Street Journal
said Musk's team was wrestling with the
terms of a deal, adding that
representatives of the Tesla chief had
earlier held unsuccessful falks about
trimming the offer price.

Apollo Global Management and Sixth
Stregt Partners — Investors that were
lined up to help finance the purchase —
said they were no longer in talks with
Musk, said Reuters, quoting people
familiar with the matter.

Some positive regulafory news liffed
drug group Annovis Bio, which
announced that the Food and Drug
Administration had authorised a late-
stage study Info buntanetap, its
experimental treatment for those
suffering from moderate Alzheimer's
disease. Maria Maccecchini, chief
executive, said: “We are on a dlinical
development pathway fo bring forward a
promising freatment.”

Satellite group Viasat slid affer the UK
competition regulator said its $7.3bn
takeover of Brifain's Inmarsaf could lead
to airlines facing more expensive and
worse quality on-board WIFL.

Compass Inc rallied after an Insider
article that said buyout group Vista
Equity Partners was looking af taking the
real estate broker private. Ray Douglas

Spanish Infrastructure group Sacyr
climbed on news it was “actively”
exploring the divestments of several
divisiens in order fo reduce ifs debt.

‘On the cards was a 49 per cent
divestment of its environmental and
waste management business alongside
the search for a partner that would fake a
49 per cent stake In Sacyr Water “fo
promate growth in this sector”.

‘Sacyr said it expected to achieve these
aims within the next year.

‘Sweden’s Castellum rose sharply on
announcing that Akelius was buying 12.2
per cent of the real estafe company from
M2 Asset Management for SKr115 per
share, which was above Wednesday’s
SKr13.25 closing price. Ralf Spann, chief
executive at the Stockholm buyer, said
the purchase was “a financial investment
that offers diversification as well as a
good dividend yield".

The news triggered a rally in other
Swedish property groups, lifting
‘Wihlborgs Fastigheter, Sagax, Fabege,
Fastighets and Wallenstam.

A cautious assessment weighed on
Italy’s Mediobanca, with Jefferies
initiating coverage on the

The announcement that it would be
refurning more money to investors sent
‘tobacco group Imperial Brands near the
‘top of the FTSE 100 benchmark.

The end of a two-year “strengthening”
phase was making way for a three-year
“improving returns” phase that would
begin with the repurchase of up fo £1bn
of shares, which would continue until the
end of September next year.

Combined with its dividends, Imperial
said it would be paying more than £2.3bn
‘o shareholders for its fiscal 2023 year.

Trading platform CMC Markets rallied
off the back of a “positive” trading
update, said Shore Capital.

Half-year operafing income leapt 21 per
cent year on year fo £153mn, driven by “a
pick-up in market volatility and client
‘trading volumes”, said Peter Cruddas,
chief execufive.

Car retailer Motorpoint dived affer
reporting a pre-tax profit of £3mn for the
half year, much lower than £13.5mn for
‘the same period a year earlier. This was
due, in part, to “the costs of maintaining
market-leading finance rates”, It said.

The Derby-based group said

had

bank with a “hold” rating. Mediobanca's
sensitivity to rafes was less than peers’,
although “the right M&A approach could
enhance [ifs] valuation”, said the broker.
Ray Douglas

‘to worsen, which was causing increasing
consumer uncertainty. It was “therefore
likely that this will reduce used-car sales
volumes in the UK for the foreseeable
future”, it added. Ray Douglas

currencies have affected investors using
derivatives to hedge long-duration lia-
bilities, as seen with UK pension funds.
such scenarios raise the prospect of
counterparties being unable to find the
necessary collateral and defaulting. In

a time when overall monetary condi-
i i o Tateral
calls absorb liquidity more broadly, too.
Higher collateral requirements also
are one factor in the declining use of
derivatives for genuine risk manage-
ment, increasing overall systemic vul-
nerabilities. They add to other deter-
rents to the use of hedges by companies
such as the complex accounting rules
for them. The fair market value of deriv-

Vulnerabilities have
emerged, ironically,
through well-intentioned
initiatives to reduce risk

atives that are not compliant with the
rules must be separately reported in
accounts, resulting in unwelcome earn-
ings volatility. On interest rate hedges,
some parties might also be deterred
from using them after the shift away

fLiborasab k for

— sold with esoteric names such as tar-
geted redemption products, accumula-
tors, auto-callables — customers, know-
ingly or not, take on additional risk
often without an identified worst case.
These products have repeatedly caused
problems in the past resulting in losses,
expensive litigation and penalties for
banks selling them.

Another systemic vulnerability arises
from industry consolidation since 2008.
This has meant most market segments
are now dominated by a few perform-
ers, typically large dealers and inves-
tors, restricting trading liquidity and
concentrating risk. The growth of CCP
and clearing houses, which aggregate
counterparty credit exposures, further
localises exposure.

In addition, as clearing is a product
that is largely undifferentiated between
providers, there are adverse incentives
for industry operators to undercut each
other on required margins or default
fund contributions, undermining the
integrity of the system. Mutualisation of
risk also creates moral hazard. Strong
firmsfind t forced to bear the

debt pricing. This transition h: d

ot A
weaker clear

potential mismatches between the
benchmarks used on underlying bor-
rowingsand derivatives.

‘With genuine hedging demand stag-
nant, derivative activity has shifted to
speculative applications that increase
risk. Key users are hedge funds, wealthy
people and small to medium-sized
enterprises, which are less concerned
about accounting treatment and disclo-
sures. Such counterparties often use
exotic options that magnify leverage

In 2018, losses on energy futures posi-
tions traded on Nasdaq consumed
about two-thirds of its mutual default
fund. All this means that the risk of
derivatives — the wild beasts of finance
or weapons of mass destruction —
remains a “knownunknown” ina future
financial crisis.

Satyajit Das is a former banker and author
of “Traders, Guns and Money’ and ‘A Ban-
quet of Consequences Reloaded”
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Crowd-pleasing epic blazes a new trail

This week’s film releases
reviewed by Danny Leigh
and Leslie Felperin

he sure-fire mark of a

crowd-pleaser: a prologue

receding up the screen, the

story set up with a slow

scroll of text. Borrowed
from Star Wars, the device opens
The Woman King, the sinewy epic from
director Gina Prince-Bythewood. But
rather than galaxies far, far away, an
introduction is made to the Dahomey
kingdom in what is now Benin, a real
historical state at a turning point in
1823. Ties with the brutal Oyo empire
are being severed. Defending Dahomey
from the counter-assault will be another
force from the record: the Agojie, an
elite brigade of female warriors led by
the fictional General Nanisca, played
with scarred gravity by Viola Davis.

That Hollywood has released an
action spectacular centred on black
women in 19th-century Africa is clearly
alandmark. You might call it a twist,
given how trad the movie feels, a hom-
age to Braveheart and Gladiator. The
hyper-competitive jostle of new recruits
even has a touch of Top Gun. If Nanisca
scowls at wilful rookie Nawi, we know
before she does that it is because she is
reminded of herself. (The younger
woman is nimbly played by Thuso
Mbedu, star of Barry Jenkins’ serial The
Underground Railroad.)

The story’s beats might feel vintage or
simply second-hand, depending on
taste. The rest of the film will be a thrill
for all comers. Prince-Bythewood gives
the action a potent realism and detail.
Gymnastic fight scenes come complete
with a visceral crunch. Her film is so
attuned to what makes an audience tick,

from involvement in the slave trade,
questions of complicity still linger more
than most popcorn movies would allow.
In the middle of it all are the weary,
freighted eyes of Davis. Could any other
actress really play Nanisca? Like the
film, the performance is built for uni-
versal appeal, but it will land most pow-
erfully if you have watched the star
carve out her own, hard-won place in
Hollywood. On screen as in life, she

you could see it in an empty ci and
still hear the cheering.

Broad pleasures are mined from the
tangle of real history, with sparing use of
airbrushing. If gender roles are flipped
in battle, Dahomey is still a kingdom
(the monarch an airy John Boyega). And
while the story sees the state draw back

strides on, implacabl
In US and UK cinemas now

“Alot of this really happened.” So begins
Amsterdam, the zany new comedy or
thereabouts from director David O Rus-
sell (American Hustle, silver Linings
Playbook). The movie is a fiction with a
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nugget of fact attached, a dark news
story from 1933 wrapped inside a screw-
ball lark. Or maybe vice versa. Either
way, talk of history abounds: being on
the right side of it, getting stuck repeat-
ingit, everyone having their own.

The last part is certainly true of the
three-sided friendship at the centre of
the story. Pals one and two are a lumi-
nous free spirit (Margot Robbie) and a
self-possessed lawyer (John David
‘Washington). The third is Burt Berend-
sen (outsize creation of Christian Bale),
adoctor with a ripe Noo Yoik accent and
specialism in cosmetic surgery. Pause
your preconceptions. His work verges
on the saintly, fixing the faces of penni-
less first world war veterans. He only
survived the conflict himself with a glass
eye and a fondness for the taste of his
ownmedicine. Another thing about his-
tory: it’shard to escape.

All this is conveyed in the breathless
manner of a child running in from an
eventful playground. The plot is thick
from the get-go, a woozy whodunnit. In
1930s Manhattan, old soldiers Bale and
‘Washington are drawn into a murder
mystery. The finger of suspicion points
straight at them. An early casting coup
involves Taylor Swift.

Believe me, I'm summarising. Within
10 minutes, Bale’s artificial eye has
popped out a thousand times, or at least
it feels like it, a slapstick touch the
movie never tires of. It takes a war for
the mood tosettle down. In an extended
flashback to 1918, we meet the male
leads again as wounded American
troops under the care of Robbie’s char-
acter, a French nurse who turns out not
to be French at all, and more often a
Dadaist artist. A triangular bond devel-
ops — one side romantic, the other two
platonic — a union the movie never
quite makes plausible. still, after the
armistice, all three find a gently deca-
dent home in Amsterdam. If the Dutch
capital is under-seen, put it down to
being mostly symbolic: the site of pre-
cious, fleetinggood times.

Chaos reigns again when the movie
fast-forwards back to New York. The
cast balloons. Make room for Rami
Malek and Anya Taylor-Joy as a society
power couple; Chris Rock’s sardonic
veteran; Andrea Riseborough playing
Burt’s estranged wife; Robert De Niro in
the guise of military hero. Good lord, is
that really Mike Myers? “OK! Every-
thingall at once!” Bale exclaims. Indeed.

Between the massed ensemble, a the-
matic blizzard too: bittersweet asides on
war, class, race, religion, fragile human
goodness. But the cast drown many of
them out, a collective shagpile of over-
excitement. The film has its own back-
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“The Woman King’. Below, from left: Christian Bale, Margot Robbie and John David Washington in ‘Amsterdam’ — e= ks

the friend I saw the movie with briefly
fell asleep.

Real, sobering history crashes back
into the third act. Despite the title,
Amsterdam proves to be about one place
only: America. It makes for yet another
mixed message in a movie filled with
them, wilfully silly then grandly porten-
tous. In the end, you can only para-
phrase the beginning. Whatever just
happened, the filmisalot. DL
Incinemas from October 8

Edinburgh is the setting for much of
Stephen Frears’s The Lost King. Eng-
land always looms anyway. Some of that
is down to the protagonist, amateur his-
torian Philippa Langley (Sally Hawkins)
transplanted from south of the border.
The English Midlands are also key to a
true story filled with the quotidian stuff
of town planning and Greggs pasties.
But most pivotal of all is Richard 11T, and
the shadow of the hunchback child-
killer cast by Shakespeare, a hit job of
much-debated accuracy yet one with
pride of place in the national psyche.
still another Englishness is the emo-
tional nub: Langley as plucky outsider,
defendinga figure she sees as victimof a
centuries-old libel. Here, that quest
leads to the episode the movie lightly
dramatises: the 2012 discovery of the
monarch’s remains beneath a Leicester
car park. (The script is by Steve Coogan
and Jeff Pope, with whom Frears also
made Philomena.) But Langley’s zeal is
the real focus — product of an outraged
sense of fair play, and perhaps a certain
deep square-peggery. Even among the
mixed bag of her local Richard 111 Soci-
ety, another member asks why she is
here. “Youlook quite normal,” they say.
Hawkins and the deadpan register are
the movie's aces. But it can't always
locate the dramatic pulse of events, or
crack the problem of a story visually
rooted in a rectangle of tarmac. (In
response, Langley is awkwardly kept
company by visions of a fey but talka-
tive Richard.) Still, the film makes great
villains of technocrats from the
University of Leicester who, by this

The Woman King
Gina Prince-Bythewood
skt

Amsterdam
David O Russell
Fodok Ak

The Lost King
Stephen Frears
Fkkfok

Nothing Compares
Kathryn Ferguson
ook frd

telling, pushed Langley to the margins
of her own triumph. They have angrily
protested: a fresh discontent in the
ongoing drafting of history. DL

In UK cinemasnow

It’s been 263,000 hours and 10,960 days
— give or take — since Sinéad O'Connor
tore up a picture of Pope john Paul 11 on
Saturday Night Live. (A protest against
the cover-up of child sexual abuse in the
catholic church.) That simple rending
of a photograph, one that used to hang
in her mother’s bedroom, was nearly
enough to destroy the Irish singer-song-
writer’s career as a pop star.

As we learn in Kathryn Ferguson’s
rousing documentary Nothing Com-
pares, the elfin-featured performer was
arebel from the start. As the film pieces
together her story through archive mon-
tages, backed by the sound of a mature
O’Connor, now 55, looking back in anger,

adnessand he
always refused to bebossed around.

It started with shaving off her hair to
defyher record company’s wish that she
look more feminine. Likewise, she said
no when the label suggested she have an

Gymnastic fight scenes
in "The Woman King’
come complete witha
visceral crunch

abortion at 20, and continued ever
onwards with outspoken dissent against
racist acts by the UK police, protests
against US foreign policy and campaign-
ing for abortion rightsin Ireland.

Ferguson is very effective in helping
us to understand O’Connor’s complex
character, shaped partly by the horrific

ional and physical abuse she exp

rienced from her mother as a child. Put
intocare by her parents, she ended up in
achildren’s home that was attached to a
care facility for survivers of the
Magdalene Laundries, where “fallen”
Irish women were forcibly interned
until the 1990s. That placement led to
O'Connor developing her musical talent
thankstoa sympatheticteacher.

The movie doesn’t quite do that talent
justice by leaning heavily on vague,
superlative-heavy praise instead of a
more nuanced examination of her tech-
nique and skill. And it doesn’t help that
the estate that controls Prince’s music
refused to let the film-makers include
her powerful 1990 cover of his ballad
“Nothing Compares 2 U”. still, it’s fasci-
nating to learn that the iconic moment
in the song’s video when tears roll down
her face was prompted by thinking not
of a lever but about her recently
deceased mother. LF
In UK cinemasand on Showtime in the US

Left: Sinéad
O'Connor is the
subject of new
documentary
‘Nothing
Compares’.
Below: sally
Hawkins and
Harry Lloyd in
“The Lost King’

Andrew Cati Grasme
Hurter
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story, Russell and the headliners honing
the characters through years of develop-
ment. Finally let loose, the actors have
such a blast you feel like you’re looking
in at a party from outside in a drizzly
garden. As a professional voyeur, I often
had fun regardless. But I'll be honest: at
a particularly high-pitched moment,
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Companies like Amazon and Microsoft routinely destroy millions of used hard drives in the name
of data security — but industry insiders say they are ignoring a better, greener and cheaper option.
By Alexandra Heal and Anna Gross

ick Payne remembers the
moment the madness of
the way we dispose of our
data wasbrought home to
him.

The chief operating officer of Tech-
buyer, an IT asset disposal company in
Harrogate, was standing in a large win-
dowless room of a data centre in London
surrounded by thousands of used hard
drives owned by a credit card company.
Knowing he could wipe the drives and
sell them on, he offered a six-figure sum
for all the devices.

The answer was no. Instead, a lorry
would be driven up to the site and the
data-storing devices would be dropped
inside by authorised security personnel.
Then industrial machines would shred
them into tiny fragments.

“I walked out and thought, ‘This is
absolutely crazy’” says Payne. “They
couldn’t allow the disks to leave the
building — despite the fact we could
wipe them on-site then sell to anew cus-
tomer who could make use of them for
years to come . . . It was a complete
waste.”

Payne had experienced first-hand the
ubiquitous industry practice of shred-
ding data-storing devices.

Every day when you fire off emails,
update a Google document or take a
photo, the data generated is not stored
in a “cloud” as the metaphor suggests.
Instead it is stowed across several of the
world’s estimated 70mn servers, each

“We could wipe them
on-site, then sell to a new
customer who could use
them for years to come.
It's a complete waste’

one asteel box the size of a kitchen sink,

made up of all sorts of precious metals,
critical minerals and plastics.

‘We shred everything’

15-fold

knowledge of Microsoft’s data disposal
operations says the company shreds

consultancy Gartner, the question of
what companies do with millions of

tainability and circularity at London
South Bank University.

Mick Payne,
main left, is the

puting providers have been taking steps
towards reuse. Google says 27 per cent of

The servers contain several data-stor- m:‘::a' everything at its 200-plus Azure data  tonnes of electrical equipment has While various projects are being  chief operating the components it used in server
ing devices, each roughly the size of a |:2mn—29; m:,":: centres. Microsoft says: “We currently  becomemore important than ever. piloted to try to recover some of the officer of upgrades in 2021 were refurbished
VCR tape. They sit inside the world’s  |nazsfoldincreasein ~ shred all [data-bearing devices] to L . materials lostin shredding, tearingupa  Techbuyer,anIT  inventory and that it overwrites data on
23,000 data centres, some of whichspan ensury data privacy is main- Criticalmaterials drive after a few years of use still vio-  asset disposal its hard drives for reuse where possible.
floorspace equivalent to dozens of capadty tained fully” 1t is difficult to say exactly how many lates the first rule of con- He now operates several “circu-
Olympic-sized swimming pools. When The UK’s Department for Education,  hard drives are decommissioned glo-  sumption: reuse is always better than  describes the lar centres” for refurbishing old servers

ies decide they want to upgrad 70m n Department for Work and Pensions,  bally eachyear, butone study by theUS ing. inclination to and says more than 80 per cent of its
their equipment, which usually hap- Police Scotland and Police Service National Renewable Energy Laboratory “Even if you recover all the materials ~ destroy data- decommissioned assets will be repur-

pens every three to five years, data stor-

Serversinusearound

Northern Ireland told the FT that they

estimates it is at least 20mn in America

when you recycle a product, all the

storing devices

posed by 2024. But for hard drives, spe-

ing devices are routinely destroyedin a mﬂ:ﬁ' shred all decommissioned data-storing ~ alone. Although most data centre com-  energy and money you have put into  as ‘absolutely cifically, shreddingis still the norm.
processlike the one Payne described. as192Eiffel Towers devices. Northern Ireland’s force saysit  panies discard their storage devices using those materials to manufacture  crazy’;a Several decommissioning experts say
Companies such as Amazon and has shredded 30,000 pieces of equip-  after a few years, they could last for  the product’s ...islost” shredderat that, while some customers have
Microsoft, as well as banks, police serv- 20m n ment including servers and hard drives  years — or even decades — longer, says Walzberg. In a study this year, he ~ work, belowand  already converted to erasing and resel-
ices and government departments, over the past two years. according to several industry experts. found reusing a hard drive avoids four  below left ling their data storing devices, others
shred millions of data-storing devices. "”";rm:'?mm Some government departments say The research suggests more than 90 tim. rbon dioxide emissi Lome G simply need to be educated about the
each year, the Financial Times has dmrlvesﬁm = they follow National Cyber Security  per centare destroyed whenequipment  as slicing it up and feeding the pieces efficacy and reliability of wiping soft-
learnt through interviews with more Centre guideli ‘which d is routinely d issioned, even ware to help them move past the
than 30 people who work inand around  eachyearinthe hard drives should be physically though most are still functioning. The ingrained belief that physical destruc-
the decommissioning industry and via  USalone destroyed. However, HM Revenue & European Commission estimates that tionis necessary.
dozens of freedom of information Customs and the Department for Busi-  about halfface the same fate in the EU. Gartner’s Simon Mingay says many
requests. 30’00 o ness, Energy and Industrial Strategy say “Clients are so worried about disposal data centre operators would love to
This is despite a growing chorus of Plecesofequipment they do not mandate shredding and  of data that they're insisting on the hard increase the quantity of goods that are
industry insiders who say there is  indudingserversand ~ London’s Metropelitan Police says it ~ drives being destroyed,” says Michael awarded a second life but “they’re hob-

another, better option to safely dispose

wipes

Winterson of global data centre pro-

bled by the requirements being placed

of data: using computer software to  Northemireland's Data centre operators have faced  vider Equinix. “It’s a bigissue thatas an on them by their customers”.
securely wipe the devices before selling policaforasaysit scrutiny in recent years for their huge  industry we need to figure out.” For now, most customers still see the
themon th ymarket. ey energy use. In July, they were partially “We shred everything with data on it, risk as outweighing the potential bene-

“From a data security perspective,
you do not need to shred,” says Felice
Alfieri, a European Commission official

700

blamed when it was found that the west
London electricity grid had run out of
capacity to support new homes, threat-

who co-authored a report about how to
T i d

eningh targets in the capi-
tal. The focus on their energy guzzling

thereare no exceptions,” says Greg Rab-
inowitz, president of Urban E Recycling,
an electronics disposal company in
Florida. Decommissioning profession-
als like Rabinowitz mince the drives at

fits. Rabinowitz, one of the few voices in
the decommissioning industry still in
favour of shredding, puts the problem
simply: “Why risk it if there was any
chance something was going to get left

ispromoting “data deletion” over device m;':;mm puts pressure on companies to replace  their clients’ behest — two others say onit?”
destruction. their systems whenever more power-ef-  they have even had requests to inciner- If the big tech data storers, known in
The trust problem ficientequipment comes tomarket, cre-  atethe remains. the industry as “hyperscalers”, were to
B ating a trade-off between energy effi- ‘While the shreds are widely sent for  through even the best imaginable recy- change their practices on drive reuse,
Underpinning the reluctance to move ciency and environmental waste. recycling, today’s processes only clingprocesses, whenboth scenarios are others would follow — or so many
away from shredding is the fear that Energy use is “being reduced by just  recoverabout 70 per cent of the materi- ~ compared with current recycling. decommissioning experts believe. But,
data could leak, triggering fury from throwing more material at the prob-  als, according to Julien Walzberg, a The same problem applies to entire as things stand, they are opting to pro-
customers and fines from regulators. lem”, says Johann Boedecker, founderof ~ researcher at the National Renewable  servers which, when deemed no longer long the life of the equipment the first
Last month, the US Securities and the circular economy consultancy Pen-  Energy Laboratory. useful, are often sent for recycling time around. Last year Google said it
Exchange Commission fined Morgan tatonic. “The open question is: how Recycling plants usually separate the  rather than reused. IT company Dell would extend thelife of its cloud servers
Stanley $35mn for an “astonishing” fail- much energy reduction is worth how 6mm-wide morsels into ini found that ing accounts for from three to four years and Amazon
ure to protect customer data, after the much waste?” steel and circuit board for onward sale.  half of the carbon footprint of one of its ‘Web Services prolonged its own from
bank’s decommissioned servers and But with another 700 data centresset  But the hard drives contain important  servers, accounting for energy-related four to five years in February. Last
hard drives were sold on without being to be built around the world over the  materials, such as neodymium and dys- issions from four years of use. month, Microsoft announced it would
properly wiped by an inexperienced next three years, according to the tech  prosium in the magnets and nickel and Steve Mellings, who founded and runs extend the life of its server and network
company it had contracted. This was on palladium in circuit boards, which are  the UK decommissioning industry certi- equipment from four tosix years.
top of a $60mn fine in 2020 and a [ h{ sl a— often not recovered. Several of theseare  fication programme Adisa, says energy Nonetheless, many experts are ada-
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$60mN Class acton settlement reached
earlier this year. Some of the hardware
containing bank data ended up being
auctioned online.

While the incident stemmed from a
failure to wipe the devices before selling
them on, the bank now mandates that
every one of its data-storing devices is
destroyed — the vast majority on site.
This approach is widespread.

One employee at Amazon Web Serv-
ices, who spoke on condition of ano-
nymity, explained that the company
shreds every single data-storing device
once it is deemed obsolete, usually after
three to five years of use: “If we let one
[piece of data] slip through, we lose the
trust of our customers.” Amazon
declined to comment. A person with

16
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0N US or KU 1ISES 0 "critcal” materials —
so designated because of natural con-
straints on their supply or for geopoliti-
cal reasons. China, for example, pro-
duces 60 per cent of all mined rare
earths.

The small amounts of critical raw
material lost in shredding add up, con-
tributing to the 54mn tonnes of elec-
tronic waste produced globally every
year. Every speck lost requires more to
bemined, often from areas of the world
embroiled in conflict. Demand for such
materials is projected to grow as the
world electrifies itself away from
fossl] fuels.

‘shredding causes a massive problem
for sustainability,” says Deborah
Andrews, professor of design for sus-

FINANCIAL TIMES

savings Irom New teChNology are ot as
significant as they used to be. “If they’re
using a 15-year-old antique server, it’s
going to be heavy on consumption, but
most servers [developed] over the past
decade are pretty good,” he says. And
even if advances do warrant a replace-
ment, “that doesn’t mean you need to
destroy the old”.

The case for refurbishing and reuse is
not just a financial one. There is plenty
of evidence to show that the perform-
ance gap between newer and older serv-
ers is narrowing, with the newer exam-
ples “not maintaining the same effi-
ciency improvements” that were seenin
the past, according to a recent paper led
by academics at the University of East
London. Some of the major cloud com-

mant that Conventional drives can be
securely wiped and reused, a practice
that first emerged in the early 1990s but
that has only gained significant traction
over the past decade. “Sayingwehave to
shred because it’s the only thing that’s
secure is a miscalculation,” says Fredrik
Forslund, vice-president of Blancco, a
company that makes wiping software.
Forslund describes shredding as “an
absolute disaster”.

The FT asked several industry insid-
ersand expertsif they were aware of any
case where data had leaked after veri-
fied wiping software, such as Blancco’s,
had been used, and none were. “We've
verified that sanitisation works and still
they shred,” says Adisa’s Mellings. “The
level of fear is palpable.”

Friday 7 October 2022
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The battle for control of the global oil market

Ill-judged Opec+ output
cuts could backfire on the
Saudi-led cartel

Joe Biden’s fist-bumping visit to Saudi
crown prince Mohammed bin Salman
was always a questionable exercise.
Three months later, the US president’s
reward has not been the hoped-for
increase in oil output, but a headline cut
of 2mn barrels a day by the Opec+ group
that has allied the oil cartel with Russia
since 2016. Five weeks before US mid-
term elections in which gasoline prices
could play a decisive role, this looks like
a snub. It also suggests Saudi Arabia is
sticking fast to its relationship with
Moscow, even as Vladimir Putin esca-
lates his war in Ukraine. The kingdom
may feel it is acting in its own and the
cartel’s best interests, but its actions
may prove a strategic error.

saudiand Opec officials insist the cuts
were not politically motivated. Faced

with a likely recession in Europe and
elsewhere that will depress demand,
they say they are attempting to put a
floorunder prices, protect revenues and
increase capacity. After falling by a
quarter since June, global crude prices
are, in equivalent terms, also well below
the sky-high levels natural gas and coal
havereached thanks to Russia’s war.

Yet the move to reduce production
now is part of a broader struggle for con-
trol of the global oil market. Saudi Ara-
blahas beenirked by Us-led mempls to

fl prices. The Biden a-
tion has pushed for price caps on Rus-
sian oil — to squeeze Moscow’s revenues
— from the G7 big democracies and the
EU. Opec sees this as an attempt to shift
the balance of power towards consum-
ingnations, and fears such a mechanism
could one day be deployed againstit.

The US has also engaged in the largest
ever release from its Strategic Petro-
leum Reserve to try to tamp down crude
prices, and gas prices at US pumps —an
intervention as hefty as Opec’snew cuts.

Releases have sometimes run at about
1mn b/d, roughly equivalent to what
Opec’s cutbacks will amount to once the
underproduction of some members
compared totheir quotasis factored in.

The cartel is trying to regain control of
the market and demonstrate that it still
has the power to set the price. Saudi
Arabia is surely engaged in political sig-
nalling, too, to a US president who called
ita “pariah” after the brutal murder of
the journalist Jamal Khashoggi, and an
administration it feels is giving insuffi-
cient support to Riyadh’s security. It
aims to show it has other friends, in Bei-
jing, New Delhi and Moscow.

The Saudi crown prince risks over-
playing hishand, ashe has often done in
the past. China, India and Russia are
unlikely to extend anything like the
same security protection to Saudi Ara-
bia that the US has done over several
decades. Pushing up oil prices now may
only deepen any impending recession
and the resulting destruction of
demand. An irate White House has

hinted it may now release even more oil
from America’s stockpile. US lawmak-
ers are calling to revive so-called Nopec
legislation, which aims to crack down on
oil cartels.

The lesson for the US and western
allies is that their partners in the Gulf
are notreliable when it comes to energy,
and Opec is determined to maximise
revenues from an asset for which
demand must eventually be slashed by
western-led efforts to combat climate
change. It sees no obligation in the
meantime to provide energy security
cheaply toits customers.

Western consumer nations have few
short-term, supply-side, answers other
than investing in further fossil fuel pro-
duction that would run counter to their
climate aims. The long-term answer to
all the multiple energy and climate
problems they now face is the same: to
make real efforts, which have so far
barely begun, to reduce oil demand —
and to speed up the dash to sustainable,
greensources.

Data Points

Half a million missing

workers show
the UK's failings

John Burn-Murdoch

Chronic pain, mental health and possible long Covid account for
half a million more Britons missing from the workforce

Cumulative change in number of people aged 16-64 outside the labour force vs
pre-pandemic trend, by long-term health condition or other reason for inactivity
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Source: FT analysis of quarterly Labour Force Survey

he past two and a half
'years have been tough on
‘most countries, but few
‘have suffered as much as
the United Kingdom. The
T e oy
test for a nation’s basic functioning.
Does the healthcare system have suffi-
cient capacity and resources to bounce
back? Is the state capable of support-
ing people as they seek to put their
lives back on track? Time and again,
Britain has come up short.

Perhaps the most damning statistic
is what has happened to the UK
workforce. Between January 2015 and
January 2020, economic inactivity
gradually descended in a virtually
straight line as more and more people
found work. Had this continued, there
would be about 8.3mn economically
inactive working-age Britons today.
Instead, we have seen a steep climb to
9mn, the only country in the devel-
oped world where people have contin-
ued dropping out in ever greater num-
bers beyond the acute phase of the

andemic.

But if the surface-level statistic is
damning, then what lies beneath is
worse. By analysing detailed data from
the UK’s Labour Force Survey, T have
been able to explore what has caused
this sharp reversal. It reads like a cata-

Tnmna nfmnd arm Dritnin's mrantact hite

second biggest contributor to the rise
in worklessness has been people drop-
ping out due to mental illness. The
pandemic triggered a steep accelera-
tion in these conditions with almost
40 per cent of the rise in economic
inactivity explained by people with a
mental health issue that limits their
ability to work.

As anyone in healthcare will tell
you, physical and mental conditions
often go hand in hand. Indeed, what
really seems to have done for Britain’s
missing half million is the confluence
of multiple conditions.

The number of working-age people
in Britain reporting multiple serious
health conditions had been declining
before Covid-19, but it has since rock-
eted by 735,000 injust two years.

Perhaps most damning of all is the
lack of a government response. While
the number who are economically
inactive duetoillness has continued to
climb, hundreds of thousands say they
would like to work if they could. Most
striking, this willingness is higher
among those who are out of work and
sick, than those who are out of work
and healthy.

These figures should be a wake-up
call. In 2021 the UK government
launched its “Restart” scheme, which

i for tacklingan
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Don't dismiss Indonesia’s new capital as a vanity project

Your article “Indonesia on the hunt for
investors to back its new capital”
(Report, FT.com, October 2) argued
that “there are concerns over China’s
involvement, which could deter
‘western investors”. I disagree. Now,
more than ever, we must reject
narratives which seek to divide, rather
‘than bring together the global business
community.

The private sector has no choice but
‘to work together over the coming
decades if we are to build a better

Particularly in a time of global
geopolitical division, and increased
levels of intergovernmental
antagonism, global business must
unlock the potential of globalisation,
and be a force for co-operation and
collaboration.

The Nusantara project, featured in
your article, is an appropriate example
of this. Our capital, Jakarta, is the
fastest sinking city in the world. There
is no question that we need a new
capital. Nusantara can be the world’s

model for the smart, green cities of the
future. These types of initiatives are
not vanity projects — they are integral
to our planet’s future. The world’s
urban population is set to more than
double with nearly seven out of 10
people living in cities by 2050,
according to the World Bank.

‘We have no hope of reaching our
global environmental targets if urban
development continues on this trend —
a green urban revolution is required.

This is but one of the countless global

play a crucial role in. At this year’s B20,
the official dialogue forum with the
global business community hosted
alongside the G20 in Bali, we will be
bringing together business leaders
from across the globe to address these
challenges.

‘We must build bridges, not walls,
across the business world, and work
together in pursuit of a common
future.

shinta widjaja Kamdani
Chairwoman, Indonesian B20

‘world for future generations. flagship modern city, and serve asa problems that the private sector must Jakarta, Indonesia

‘What gas traders dois fine | ganx If Truss taxes land, she Here's the charge sheet for
in peacetime, not in war ANTGRoWTH conpmon| | WO NeEed spending cuts | liability-driven investing
Reflecting on Pierre Andurand’s Martin Wolf (“Truss’s growth plan is 1t’s a bit rich to claim, as Dawid
Markets Insight column “Europe can nothing but a magic potion”, Opinion, Konotey-Ahulu does (Interview,

learn to live without Russian gas™
(September 28), this may be a good
opportunity to consider more
European, and less market-reliant,
solutions for how to get out of the rut
created by the missing billions of cubic
metres of gas. This is important
‘because the shortages are set to wreck
gas-intensive industries like tiles,
petrochemicals, off-season vegetable
production, bakeries and more besides.

These are not small sectors in
Europe and windfall taxes at the
national level may not raise enough
money to help them.

But how about scrutinising the price
mechanism itself? Facing Russia with a
price cap on natural gas might be
reconsidered if Europe is hit by social
unrest when the winter freeze bites.

Meanwhile, it is striking that little
‘work has been done on the effects of
constraining the arbitrage
opportunities of energy traders. Some
have been in the news for receiving
liquidity from states to deal with
massive margin calls. But others have
‘been making a killing from selling
energy back to the same country where
they bought from. Today, the
consequence is the shocking prices
industry is having to pay, with
governments calling on Brussels for
financial support.

‘While leaving traders to ply their
trade may be defensible in peacetime
in the name of having a European
energy market, in wartime it becomes
aform of war profiteering, with the EU
and member states turned into ATMs
for these intermediaries.

Su why do we have to wait fnr
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ExxonMobil products” (“The Tories
have led on climate until now”,
‘Opinion, October 5).

One of their products is ethylene
from ExxonMobil’s Fife facility in
Scotland. This product is the basis for
the PVC used for doors and window
frames and a critical component in the
quest for energy efficiency — and hence
decarbonisation — via double glazing.
Or would the critics of companies such
as ExxonMobil prefer to use hardwood
instead?

Professor Peter Edward

Professor Peter Dobson

University of Oxford

Gari Owen

Annwvyn Solutions, Bromley, Kent, UK

Sri Lanka’s Tamils still

live under militarisation

It’s great to see the FT reporting on Sri
Lanka's sustained militarisation, which

in tha anlina aditinn wan uith tha

October 3) understandably dismisses
the government’s “growth plan” as “a
plan for inequality and insecurity”.
But it could be converted into a fairer,
fully funded tax-cutting strategy if it
‘would only distinguish between earned
and incomes.

There is wide acceptance of high
earnings for those at the top of their
professions in industry, commerce,
technology and the arts. Taxes
demotivate all these activities,
possibly just as much as with lower
paid workers,

October 4), that liability-driven
investing “has helped stabilise pension
funding over the last two decades”.

After all, over 20 years UK
10-year gilt yields largely fell froma
high of something over 5 per cent to
lows, a couple of years ago, of about
0.1 per cent.

Annualised total returns over this
period — of close to 6 per cent — are
more in keeping with the long-term
expected return for equities, as
Dpposed to sovereign bonds.

It's not clea( tome how much LDI at

‘With increase of pop and
social amenities, demand for land
presses inexorably on the fixed supply.
Land values and rents increase apace.
These are unearned. There is a
compelling economic and moral case
for taxing them more heavily than
earned incomes. Taxes do not
demotivate land, but they do
demotivate work, enterprise and trade.

The annual rental value of the UK’s
hugely valuable stock of urban and
rural land and natural resources could
easily fund present government
expenditure, and rents rise as other
taxes are cut. Spending cuts would not
be needed. Most of our most valuable
land is owned by the wealthy. If they
also have high earned incomes, their
net income need not fall. With all
earned incomes less hobbled by penal
taxation, there can be fairness and net
gain for all.

Roger Sandilands
Emeritus Professor of Economics
University of Strathclyde, Glasgow, UK

Some reasons why

its i

leverage. But it has been very clear, to
anyone who cared to look, that
leverage became an increasingly
important part of the proposition as
yields fell.

As Patrick Jenkins (“Failure to learn
lessons of 2008 caused LDI pensions
blow-up”, Inside Business, October 4)
observes “what started as a hedge in
some cases became a leveraged bet —
an irresistible way to juice’ otherwise
low returns”.

In 2008, demand for low-quality
mortgages drove irresponsible lending
and fuelled the speculative boom in
US housing. Is it not plausible that
LDI — far from stabilising pension
funding — was a contributing factor in
driving yields to levels that were
irrationally low?

Stephen Swift
Client Partner, Artorius Wealth
‘Management, London WC2, UK

Business card column is
silent on Asian etiquette
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First, a crumbling healthcare
system. After a years-long descent, the
number of working-age Britons
unable to work due to chronic pain has
climbed by almost 200,000 in the
past two years relative to its former
trajectory.

Next, a mental health crisis. The

ria Cxass. v Gnpiy s s
near an all-time low, while those out-
side the labour force have never
needed more support. At the last
count, the scheme has underspent by
more than £1bn. Perhaps it could be
diverted tothose who need it most.

john.burn-murdoch@ft.com

Rates of chronic ilness in the UK
and continue to climb

Share of all people aged 16-64 with selected long-term health conditions (%)
Mental health*
s—

Any chronic illness
1 _
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Source: FT analysls of quarferly Labour Force Survey
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shot up during the pandemic,
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upheavals in countries facing the
collapse of industrial sectors before
considering an EU-wide windfall tax to
iron out arbitrage opportunities? And
‘why, indeed, not go further and make
‘the energy sector more resilient by
‘turning it indefinitely into a public
utility, without such arbitrage
infrastructures?

Some may dislike the curbs on
market freedoms and state
intervention but the European energy
system is fragile and prone to take
down with it entire sectors and
established political systems during
hard times. But, perhaps, reasonable
prices for energy are too serious an
issue to be left to market forces.
Cornel Ban
Associate Professor, Copenhagen Business
School, Copenhagen, Denmari

Remember Big Oil makes

energy saving products too

In Pilita Clark’s column, Lord Deben,
chair of the UK’s independent
Climate Change Committee, is quoted
saying “ hope nobody ever buys any

headline “The idyllic beach resort run
by sri Lanka’s bloated military™
(Report, October 3).

The Sinhalese-dominated military’s
presence in the north and east, where
‘most of the country’s civil war was
fought, precludes any sense of
normalcy for Tamil civilians residing in
these locations. And aside from taking
jobs that would otherwise go to
civilians, militarisation has resulted in
a de facto military occupation.

Furthermore, the military’s
heightened presence in the former
theatres of war means that military
Thuman rights violations against the
civilian population remain widespread.

These abuses have been well-

d d by credibl

— national and international. Sri
Lanka’s civil war ended in 2009, but
the country has never come close to
achieving a durable and lasting peace.

Demilitarisation and military
downsizing are urgent and essential
aspects of any credible plan to get
there.

Taylor Dibbert
Pacific Forum, Washington, DC, US

* FINANCIAL TIMES

growth may prove elusive

making a comeback, sort of” (Work &

How will the government grow the Careers, October 3) was interesting as
British economy (Report, September it shed light on another business
24)? Notby i ing the empl, practice i d by the Covid-19
rate, given the shortage of labour and pandemic — the physical exchanging of
near full employment rate. business cards. However it was

Not by paying us more for the jobs strangely silent on business card

we already do, given the challenge of
matching the rises in inflation, energy
costs and mortgage rates.

Can most of the workforce change
to higher grade jobs? Contraction of
the public service sector is not a path
to wealth.

Innovation does not seem the
answer, given the UK’s patent rate of
less than 10,000 a year compared to
China at over 500,000 and the US at
more than 350,000 patents a year.

Not by selling more national assets to
overseas investors, as there is little left
tosell.

Promises of growth need a viable
plan to explain how we can return to
being a nation that no longer needs
food banks, and no longer needs to rely
onincreases in national debt.

Dr John Warren

Ipswich, suffolk, UK

exchange protocols and practices in
countries where they are far from
trivial and remain so very important to
business success and leaving a positive
impression of cultural awareness.
Unlike in countries such as the UK
and US, there is a formal etiquette of
card exchange in terms of sequencing,
giving, receiving, examining and
placing in Korea or Japan, with its
meishi ritual based on respect for
hierarchical order and rank.
Professor Chris Rowley
Kellogyg College, University of Oxford, UK

Correction

@ The Datawatch chart on the front page
on October 5 showed the annual
percentage change in UK retailers’sales,
notmarket share as wrongly stated.

Opinion

The USis history’s most successful failing state

Edward
Luce

key sign of a fading power

isits currency losing value.

Britain, like ancient Rome,

could tell you a thing or two

about that. By this yard-
stick America is close to an imperial
peak. The euro is too fragmented, and
China’s yuan too restricted, to threaten
King Dollar’s primacy. Bitcoin is a pyra-
mid scheme. Yet political science tellsus
that America is more divided than at
any point since the eve of its civil war in
the 1850s. Could it be defying the laws of
historical gravity — a failing state that
outshinesits rivals?

The answer is yes, for the time being.
Anation can be both rich and ungovern-
able for long periods. The last country
anyone would compare to America is
Belgium, which has been dubbed the

richest “failed state” in the world. Yet
Us politics looks more like Belgium’s
every day.

Unlike the US, Belgium is divided into
language blocs, French and Flemish.
Such is their mutual mistrust that most
decisions are taken locally. Life goes on
for months, even years, without a gov-
ernment. What saves Canada from a
similar fate is that French-speaking
Quebecistoosmall apartof it.

with one undisputed tongue, Amer-
ica should be free of such paralysis. Yet
the cultural divide between blue and red
state America is as uncomprehending as
any language barrier.

The US separation of powers has gone
from being a strength to a weakness.
One branch, the US Supreme Court, is
now a second legislature, making laws
that would be the preserve of elected
assemblies elsewhere. Supreme Court
justiceshave life-long tenure and invoke
long dead founding fathers to justify
their lawmaking. The court isunder red
America’s control for decades to come.
Its conservative majority may be taking
revenge for the liberal Supreme Court of
the 1960s and 1970s, which pioneered

“legislating from the bench”. Either way,
American law is no longer above poli-
tics. The court is now rated as low in
opinion polls asother institutions.

‘We will see another display of govern-
ing paralysis for the next two years if
Democrats lose control of Congress in
November’s midterm elections. Again,
this would be a sign of impotence not
strength. A superpower facing national,

indeed global, challenges, should not
fool itself that Albany or Austin, let
alone Little Rock or Springfield, are the
appropriate places to take tackle them.
Most of Joe Biden’s unexpected suc-
cesssince July —including his vast green
energy bill — would be reversed by the
next Republican president, whether or
not his name is Donald Trump. Hostility
between the two Americas has created

an existential mindset that has made an
albatross of its constitution. it would be
easier to convert America into a French-
speaking country than amend its consti-
tution.

America’s recriminatory camps are
far more like Belgium’s language groups
than, say, Britain’s Conservative and
Labour voters. No matter how badly a
US president does, there is a high floor
and a low ceiling on his vote share.
Trump got 47 per cent in 2020. In the
past couple of weeks alone, Labour’s
lead over Britain’s ruling Conservatives
has gone from low teens to more than 30
per cent. Such fluidity is inconceivable
in today’s US. Yet America’s global
power has actually been growing in the
last year or two.

There are two reasons for this. The
firstis that the US’s rival is doing worse.
‘What is true of the dollar is also true of
geopolitics. Xi Jinping’s China is no
longer the high-growth star of the world
economy. Xi is also moving as far as he
can from the consent of the governed
that is the basis of any durable political
consensus. Though China’s economy
will still overtake Americainthe coming

years, it will be an ageing country beset
with internal challenges. Relative to
china, the US looks good. That is not
saying much except in terms of power,
whichisrelative.

The second reason is Vladimir Putin.
Rarely has a hegemon been as blessed
‘with as blundering an enemy as Amer-
ica is with Putin. The Russian autocrat’s
invasion of Ukraine will go down as one
of the most fateful errors in military his-
tory — comparable to Napoleon or Hit-
ler’s invasion of Russia in winter. At a
stroke Putin’s aggression has restored
the west’s sense of itself and the US’s role
as leader. The fact that Putin’s Russia
will increasingly be China’s problem is
anadded bonus.

For the time being, America’s relative
power is ascendant. The risk is that it
will succumb to one of its bouts of global
triumphalism. That would be mis-
placed. Its divisions are increasingly
susceptible to foreign exploitation via
willing local partners. America still
bestrides the globe, but its jugular is
badlyexposed.

edward luce@ft.com

Four flashpoints
putting financial
stability at risk
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allas is almost 5,000 miles

from London. But when the

UK gilt markets imploded

last week — forcing the

Bank of England to make a
£65bn intervention to support pension
funds — the drama left Richard Fisher,
former chair of the Dallas Federal
Reserve, wincing.

Fisher has warned for years that a
decade of ultra loose monetary policy
would create pockets of future financial
instability. So he sees the British gilts
drama (which occurred because the
pension funds mishandled highly lever-
aged bets) not as an isolated event — but
asthesign of atrend.

“This [foolish strategy] always hap-
penswhenrates are near thezerobound
and things have gone to an extreme,” he
told CNBC, noting that the crisis is “an
indication of other things that are likely
to popup” because investors and institu-
tions are dangerously overleveraged and
“thinkingrates will stay low forever”.

Quite so. Markets are already becom-
ing jittery and volatile, and not only in
the UK. An index of market stress com-
viled by Washineton’s Office for Finan-

And while Fisher did not identify
where “other things are likely to pop
up”, I suggest there are at least four
places that investors (and regulators)
should now watch closely (aside from
other pension funds).

One is the state of open-ended invest-
ment funds, or vehicles that let inves-
tors redeem assets at will. As the IMF
notes in its forthcoming financial stabil-
ity review, this sector has swelled to
contain $41tn of assets.

Many funds are run conservatively.
Butsome have moved into illiquid assets
to juice returns — and the IMF is now
warning that this liquidity mismatch
“contributes to volatility in asset mar-
kets and potentially threatens financial
stability”, if investors start to panic.

Some observers might respond “well,
duh”. After all, liquidity and duration
mismatches are usually the source of
financial dramas, and this one is not
new. But it needs to be watched, particu-
larly since nobody seems to know just
how big the potentially illiquid expo-
suresare.

A second issue is government bonds.
Last week’s gilts crisis partly arose due
to theidiosyncratic nature of the British
pension fund system. But not entirely:
all western government bond markets
are grappling with the fact that liquidity
increasingly tends to evaporate at
moments of stress. One reason is that
big banks no longer act as market mak-
ers, dueto tighter regulatory controls.

This liauidity issue created a near-dis-

ER Craliopauiou

“yolatility vortex” in US markets could
emerge again. And, while central banks
are tryingto fix this, itis not easy to do.

As Paul Tucker, former deputy gover-
nor of the BoE, noted this summer,
arguably the only truly effective “fix”
‘would be for central banks to promise to
always offer liquidity for supposedly
“safe” assets, such as government bonds,
inacrisis. The BoE did this as an emer-
gency measure last week. But no central
bank wants to make a permanent
pledge, since they are supposed to be
reducing, not raising, market ddlis

A third issue is housing. As the Bank
for International Settlements recently
noted in a report, the global property
market has recently looked odd by his-
‘torical standards. Correlations between
different geographies have surged and

house prices rebounded surprisingly
swiftly after the pandemic recession.

More notable still, prices kept rising
earlier this year, even after monetary
tightening started. This may reflect
structural shifts, like working from
home, but it was also a consequence of
the pastultraloose monetary policy.

However, in recent weeks there has
been a stunning surge in the 30-year
fixed US mortgage rate in America to
6.75 per cent, its highest rate since 2006.
That will almost certainly cause house
prices to fall in the coming weeks. Brace
yourself for volatility — and stress —in
mortgagebonds.

A fourthissueis private capital. Argu-
ably the biggest difference between the
current tightening cycle and previous
ones (aside from the eye-popping scale
of previous monetary loosening) is that
much of the free money frenzy occurred
inthe private equity and venture capital
funds, not (just) public markets.

This makes it harder than before to
track pain. as the monetarv cvcle turns.

true value of assets held by private
funds. Maybe they are marking these
down correctly. But I doubt it, particu-
larly given that they are increasingly
selling assets to each other. Expect a
future reckoning.

This list of potential flash pointsis not
comprehensive (emerging market assets
are another story.) Moreover, they may
not “pop up” immediately, given how
much moneyis still swirling around asa
result of pastloosening. One tellingdetail
about the OFR’s market stress index is
that it increased primarily because of
higher market volatility — not deterio-
rating funding conditions. The latter
stilllook quite stable, in the index.

But “still” is the keyword here: if cen-
tral banks keep hiking rates, funding
will inevitably shift too. Investors
should brace themselves for more sur-
prises, in places other than the UK.
Unless, of course, next week’s IMF
meeting in Washington reveals that cen-
tral banks are about to perform (yet
another) U-turn.

AsTruss
flounders, new
Tory tribes are

emerging

Sebastian
Payne

ch

nannual party conference
is always a talent show for
self-promoters, rebels and
those just desperate to
appear on television. This
week’s disastrous Tory gathering in Bir-

i showcased all three.

This should have been a moment for
Liz Truss, the new British prime minis-
ter, to herald her plans for radical
reform to the country. Instead, the best
she could do in her keynote address was
damage limitation after her party had
descended intoacrimony.

The most prominent performer at the
conference was Michael Gove, ex- level-
lingup secretary and inveterate plotter,
who cast himself as the leader of the
internal oppesition to Truss.

Gove spoke at no less than nine
events, trumpeting his efforts to force
Truss into an embarrassing U-turn on
cutting the 45p top rate of tax. Few
doubt that he will foment further rebel-
lions, with one senior MP suggesting
that linking benefits to inflation and
reversing the impending corporation
tax cuts are “next in his sights”.

Prominent Tories conclude that Gove
is on party leadership manoeuvres —
although his allies insist he has “zero”
desire for the top job. Instead he s posi-
tioning himself as the tribune of a new
Conservative tribe that islikely to cause
Truss a great deal of trouble as long as
she in office: the irreconcilable Tory
centrists.

The membership of this tendency
includes supporters of former chancel-

lor Rishi Sunak such as ex-transport
secretary Grant Shapps, who was told he
wouldn't be offered a jobin the new gov-
ernment simply because he had been on
the other team. Throw in the former
ministers stewing on the backbenches,
left-leaning big state Tories and social
liberals, and it makes for a large and
potent force.

But none of them is likely to seize the
leadership if Truss falls. Instead it is
more likely to be one of the darlings of
the Tory right, who were also audition-
ing in Birmingham. The most promi-
nent by far was Suella Braverman, the
home secretary, who spoke with a gleam
in her eye of her “dream” of seeing
flights of asylum seekers being sent to
Rwanda. The 42-year-old, who made a
shortlived bid for the leadership this
summer, is heir to a crown previously
held by her predecessor as home secre-
tary Priti Patel, former prisons minister
Ann Widdecombe and ardent Thatch-
erite Norman Tebbit. Such social con-
servatives alwavs havea special place in
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aster in Treasuries in March 2020 and
some observers fear that a so-called
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We can see that junk bund prlces have
recently tumbled; we cannot track the

gillian_tett@ft.com

Britain needs a growth strategy for the second machine age

TECHNOLOGY

Thornhill

ere’s some good news
about Britain: the country
is nifty at innovation.
According to the latest Glo-
bal Index, the

cosseting rent-seeking vested interests
and bonused-up bankers, fixated on
corporate welfare and tax cuts. That
makes the government sound like a
tone-deaf Thatcherite tribute band that
no longer resonates with our times. It is
too heavy on Big Bang 2.0 and too light
onsecond machine age.

As the GII's authors rightly highlight,
two big changes are transforming the
global economy: the digitisation of eve-
rything and the deep science revolution
in areas such as artificial intelligence,

and biotech. “Over the next 10

UK ranks fourth in the world behind
Switzerland, the US and Sweden. The
country is parti Ty strong it
ity, research, financial services and
infrastructure. Gold stars to Google
DeepMind, Cambridge university and
the newly opened Elizabeth rail line.
And here’s a not-so-radical idea for
whenever Britain next has aserious gov-
ernment: build on these strengths to
maximise their benefits. Ministers
should be doing far more to support
risk-taking researchers and entrepre-
neurs, building businesses and creating
jobs. Instead, they appear keener on

to 20 years we will see massive opportu-
nities in these two areas and those
nations that are better prepared for
them will benefit most,” says Soumitra
Dutta, dean of Oxford’s Said Business
school and co-author of the GITreport.

Given its strengths in research and
innovation, Britain is well placed to cap-
italise on both these transformations.
Butto do so, it needs to sharpenup in at
leastfour areas.

First, it needs to double down on

ional research. Some of the UK's

universities are world class: Cambridge
remains the most intensive science and

technological cluster in the world,
according to the GII. In UK Research and
Innovation, Britain has a research fund-
ing body that is pursuing a more agile
approach to backing edgier research,
rhetorically atleast. ARIA, the fledgling
moonshot research agency, is also a
novel experiment that deserves sus-
tained fundingand support.

However, one bigcloud darkening the
sunlit uplands is the likelihood that the

1e country is well placed
capitalise on the deep
science revolution
must sharpen up

UK will lose access to the €95bn Horizon
Europe science programme. Uncer-
tainty over the future relationship has
already capsized several cross-border
research projects. Replacement money
is not enough: the government should
do everything possible to ensure Britain
B dto thin =

That chimes with the second need:
the UK must remain open to the world.
‘While ministers may have shouted
about Global Britain, too many echoes
of Little England have been heard off-
shore. To be fair, the government’s
skilled workers’ visa scheme has been
helping to shelter the UK’s vibrant
start-up scene. Tech Nation found that
non-UK nationals helped launch 18 per
cent of all British tech companies. For
the moment, the UK remains the
world’s third hottest start-up market,
behind the US and China. But Britain
needs the multinational spinouts now
emerging from DeepMind to stay in the
UK rather than spinning off to the US,
Canada, France or Singapore.

Third, Britain should further incen-
tivise adoption of innovation to boost
productivity. Independent business
agency Be The Business, rightly stresses
that the biggest gains would come from
encouraging the 60 per cent of middling
companies to up their game. But the
‘UK must also become savvier at backing
its most dynamlc, and productive, new

European network.

ng-p d reforms
to free up 1nst1tur.loml funds to invest

* FINANCIAL TIMES

in venture capital should be enacted.

Fourth, is smart regulation. That does
not equate to no regulation, as ideologi-
cal throwbacks believe. While US regu-
lators have often been in the pockets of
producers, their EU counterparts have
overweighted consumers. There is an
opportunity for Britain to strike a prag-
matic third way in areas such as autono-
mous driving and data governance.
‘Worryingly, such initiatives appear in
danger of stalling and need to be rigor-
ously pursued.

One former Tory minister told me it
was “ridiculous” for Liz Truss to rail
against an “anti-growth coalition”. After
all, the prime minister was part of a gov-
ernment that erected trade barriers
‘with Britain’s biggest export market and
discouraged enterprising EU workers
from moving to the UK.

Britain performs poorly in the GIT’s
rankings on political and business sta-
bility. Rather than shifting the blame,
Downing Street needs to take responsi-
bility for developing a holistic, 21st-cen-
tury: strategy worthy of the name.

john.thornhill@ft.com

theaffections of Tory activists.

Yet she may have already flown too
close to the sun. Braverman prompted
the biggest row of the conference when
she called for the cut to the 45p rate to
be reinstated and claimed Gove and co
had “staged a coup”. Downing Street was
furious at her outburst.

If Truss does fall — one prominent
donor says he thinks it is “50:50” that
she will be out by next May’s local elec-
tions — the fifth Tory prime minister in
six years is more likely to be someone
equally right-leaning but more ecumen-
ical. Foreign secretary James Cleverly
and trade secretary Kemi Badenoch also
filled fringe meetings (and criticised
colleagues for indiscipline). Both have
tilted at the leadership before and will
almost certainty do so agail

It may seem deranged for the Tory
party to be contemplating yet another
leadership contest, but MPs are realis-
ing how much damage Truss has
already done during her first month in
Number 10 — to the Tories’ reputation
on the economy and basic administra-
tive competence or the wider principle
of lower taxes. They fear the worst is still
to come. The mood is unlikely to
improve when parliament returns next
week. One veteran Conservative
warned of “anarchy on Tory benches”,
noting “nobody will do or vote for any-
thing that they don’t want to do”. Plot-
tingis part of political life, of course, but
the Tories have become addicted toit —
perhaps fatally so.

sebastian.payne@ft.com
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Gilts/BoE: don’t mention
the pensions

A new government with a misguided
spending plan took the UK to the brink
of economic chaos last week. The Bank
of England says it staved off a £50bn
gilts fire sale amid tumbling sterling
and spiking bond yields.

It promised to buy long-dated gilts.
That pledge expires next Friday.
Catastrophists refer to this as a “cliff
edge”. should investors be worried?

A replay of the chaos is unlikely. The
rush for the door by gilt holders was
the result of a feedback loop in the
pensions industry now out in the open.

The trigger was UK Cl Kwasi

variety of price support most of them
would prefer comes from transparent,
intelligible policies in vigorous
economies. For that, investors whose
liabilities have not left them joined at
the hip to gilts must look overseas.

Elon Musk:
X-files

‘Western social media have

. .
Vietnam stocks: country of now, finally

A young population, an open economy and good economic growth potential should pique investors’ inferest
in Vietnam. Ifs GDP per capifa is nearly half that of Thailand. The counfry’s stock markef has
underperformed sharply this year and now trades at its cheapest earnings valuation for a decade

Vietnam stock exchange
MSCI Vietnam index
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Further room for growth

GDP per capita 2022 ($'000 PPP rates)

long dreamt of creating an
“everything” app on the same scale as
‘WeChat. In China, online activities are
grouped in one place — shopping,
payments, subs(mlmﬂns messaging
and Parent company

Kwarteng’s promise of apparently
unfunded tax cuts. As bond yields rose,
pension funds were forced to stump up
extra collateral for hedges against
falling interest rates. The BoE put a
ceiling on that cost via its willingness to
contain long-dated yields. These are
currently at about 4.3 per cent.

The BoE has only used some £4bn of
£65bn in firepower mustered against
spiking yields. Its willingness to deploy
this was enough to forestall panic.

Its day job of controlling inflation.
would also be easier without the
unconventional economics of the
Truss government. The chancellor has
created a cliff edge of his own by
promising to publish a funding plan in
the next few weeks.

If this is unrealistic, more market.
disorder would follow.

The “mini” Budget debacle,
meanwhile, forced the BOE to postpone

Tencent takes a cut of financial
transactions. WeChat is less reliant on
advertising revenue than US platforms.

Elon Musk sees potential. When he
agreed to buy Twitter he told
employees there was an opportunity to
build a WeChat equivalent outside
China. His first tweet since agreeing to
honour the deal stated it would
accelerate “X, the everythingapp”.

1f Musk could turn Twitter into a
super app he would radically transform
its business. WeChat revenues,
included in Tencent’s “fintech and
business services”, were Rmb42.2bn
($5.9bn) in the last quarter — five
times the size of Twitter’s.

To get there, however, Musk would
need more sign-ups. WeChat has more
than 1.3bn monthly users. Twitter has
238mn monetisable daily active users
(ametricit made up). One option
might be to push Twitter’s private

the start of
selling some of the £800bn of gilts its
holds would have made it harder to
maintain a yield ceiling at the long end
of maturities. The bank hopes to begin
QT at the end of this month.

BOE boss Andrew Bailey is now
governed by expectations rather than
governor of them. The threat of
financial blow-ups among pension
funds may force him to extend price
support. And the cost of that would
grow if government fiscal policy
remains at odds with markets. With QT
weakened as a strategy, interest rate
decisions matter more. The next move
is now more likely to be a steep 125bp
rise, taking rates to 3.5 per cent.

Pain for the bank means less of it for
investors in long-duration gilts. But
this comfort is a dish endured cold. The

service. Alternatively, Musk
could launch a new app. Tencent had
messaging service QQ before creating
‘WeChat as a mobile messaging app that
cannibalised existing users.

Yet the circumstances that allowed
‘WeChat to grow are impossible to
replicate in the US. WeChat was
launched in 2011 and expanded with
smartphone adoption. In China, using
one app to access other services via
mini-apps makes sense. In the US,
Apple and Google have a duopoly over
app access. To make the service useful,
Twitter would need to build
partnerships with companies such as
Uber but these already have standalone
apps and will not welcome Twitter
acting as gatekeeper. Snap’s attempt to
add mini-apps has been put on hold.

In a crowded market under intense

Vietnam

Philippines
FT graphic. Source: Refinifty

Some of the cheapest equities are in
Vietnam. The country’s k
index is trading at its lowest
valuation in a decade. That gives
investors a reason to get serious
about this long-overlooked market.

A soaring dollar has left the
Vietnam Stock Index down nearly
30 per cent this year, trading at less
than 10 times forward earnings. Itis
one of the worst-performing bourses
among regional peers.

m ‘blue-chips: mclude real estate

Indonesia

Thailand China

V’ulg:nup, which has fallen 37 per
cent this year.

There is plenty of potential. The
economy is expected to grow at the
fastest pace in Asia this year. The
population is growing and young.

regulatory scrutiny, Twitter’s odds of
‘becoming a one-stop-shop app are not
promising.

Pandemic debts:
cruising for a bruising

The chief executive of Carnival
Corporation has helpfully noted that
next year each of us will have aged by
four years since 2019. Some of us will
‘weigh more, too. Consider Carnival, the
global cruise line. Before the pandemic,
its debt balance was just over $10bn.
Today, it sits lower in the water: its
debt has swelled to more than $35bn.
That build-up followed the months-
long grounding of its passenger ships.
With little income and huge fixed costs,

0 2 L 6

Source: IMF Source: UN
More than 70 per cent of Vietnamese 13.7 per cent in the third quarter,
are below the age of 35. Gross domestic | after growth of 7.8 per cent in the
product per capita is $3,694, lessthana | previous one. As travel normalises,
third of China’s figure. This leaves tourism, which accounts for about a
ample room for growth. tenth of the economy, should give
Vietnam has been one of the biggest those numbers a further boost.
beneficiaries of the US-China trade Vietnam’s quasi-socialist market
‘war. US groups have moved suppliers economy has helped it rapidly slash
to Vietnam to dedge US tariffs and its poverty rate from 17 per cent to
‘blacklists for operating in China. below 5 per cent in the span of just
Apple sources a proportion of its 10 years.
popular AirPods earphones from However, it has downsides.
Vlemam It is testing watch and laptop | Moving capital out of Vietnam is
there. Exports to the US complicated. Exchange controls limit
grew ‘more than a quarter in the year to | foreign currency outflows.
September, reflecting the shift. This has partly been why Vietnam
Pandemic lockdowns in China have has been the country of the future for
reduced its manufacturing dominance. | much longer than investors have
Vietnamese growth has been hoped. But, at I.oday's valuations, the
impressive. The economy ded risks are

the likes of Carnival, Royal Caribbean
and Norwegian all managed to raise
tens of billions of new debt in the
Fed-driven euphoria of 2020 and 2021.

The cash, meant to offer a bridge to
normality, seemed to work for a time.
«Carnival shares, which bottomed under
$10 per share in 2020, had tripled by
the summer of 2021. Its stock has since
tumbled back to its nadir. Once again,
the cruise industry’s leveraged
corporate balance sheets have markets
waorried, especially with the threat of
slowing consumption growth.

In late September, Carnival tried to
put a happy spin on its latest quarterly
results. Even so, it could only promise
breaking even at the ebitda level in its
next quarter. Hopes that the cruise line
would forecast 2023 operating profits
surpassing the pre-pandemic year,

based on higher prices compensating
for lower bookings, flew out of the
porthole.

At the same time, Federal Reserve
hawkishness has spooked the junk
debt market. Junk bond yields for
cruise liners have soared into the
mid-teens, according to CreditSights
data. Teetering companies such as
Carnival, as well as AMC Theatres and
most US airlines, easily raised liquidity
for their operating businesses during
the dark days of the pandemic.

Given their towering debt stacks,
only a fast recovery could truly return
their equity values back to 2019 levels
and restore investor faith.

Though the Covid virus threat has
receded, a new threat to financial
health has taken its place for the
indebted.

HSBC/Canada:
Vancouver manoeuvre

HSBC sold its US retail banking
business last year. The group that once
billed itself “the world’s local bank” has
now launched a strategic review of its
Canadian business, with a sale as one
option. But saying goodbye to Canada
would be more challenging than
withdrawing from the US.

That statement may seem
counterintuitive. Unlike the US unit,
which was consistently lossmaking, the
Canadian business is profitable. HSBC
Bank Canada is the seventh-largest
lender in the country with C$125bn
($91bn) of assets and C$74bn of loans.
Focused on western Canada, it made
$768mn in pre-tax profit last year.

But the Canadian banking market is
a peculiar beast. It is dominated by a
handful of domestic operators that
includes Royal Bank of Canada,
‘Toronto-Dominion Bank and Bank of
Nova Scotia (Scotiabank). A Big Six
controls more than 80 per cent of total
assets.

That explains why Canadian banking
is so profitable. But this oligopoly
would also make it hard for HSBC to
find a buyer for its business.

Canada’s antitrust regulators would
probably reject any attempt by one of
the Big Six to buy the business to avoid
further industry consolidation. Foreign
banks will be wary of entering such a
concentrated market.

Tellingly, Canadian banks are looking
overseas for growth. Notably, they have
been expanding in the US, with Bank of
Montreal buying the US unit of BNP
Paribas for $16.3bn last year.

Some think HSBC Canada could
fetch between $8bn and $9bn. But that
is optimistic. Rival Canadian banks
trade on a 1.2 to 1.9 times price to book
multiple and a forward earnings
multiple of between 7.9 and 11.5 times.
Both metrics would value HSBC's
Canadian business closer to $4bn-
$6bn.

HSBC should try for a sale even so.
The Canadian business does not mesh
perfectly into HSBC’s global network.
Citi reckons a disposal could free up to
$6.7bn of capital.

It would also give HSBC some
breathing room in its tussle with its
largest shareholder Ping An. The
Chinese insurer wants the bank to split
its Asian and western operations.

NIKKEI A The voice of the Asian century
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ACROSS
1 Criminals in equipment-carrying
gangs (8)
6 Instruments exist in sports grounds
©
9 Stories in our paper constituting a bit
_of a bloomer (&)

War without

ianirnsaliern?
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Journalists & their crews are risking their lives to bring you
the facts about the war in Ukraine. A free & fair press to
shine a light on truth has never been more important.

U MoNasTery peing QISSOIVEa Couia
create alarm, yes? (8)

1 something reconditioned maybe in
old cify (&)

12 Criticises awful noises in informal
discussion (3,7)

14 Professional person putting on an act
as one making suggestion (8)

16 Money found in den that's been
turned over (4)

18 A fish jelly (4)

19 Pals getfing drunk in grass fell back
@)

21 Infant left on island by an ancient city
dweller (10)
22 Party men generally lacking any heart
(&)

24 Famous Frenchman rues a sou being
wasfed (8)

26'What about nasty Jail for one
0pposing idolatry? (&)

27 Run off, deparfure being across
English river (&)

28 Rough calculation of what's left in will
— about one million (8)

DOWN
2King and friend meeting (5)
3Social occasion with fancy pageantry,
road being blocked in (6,5)
4 Sanction an increase in salary? Nof
given priority! (8)
5 Prof's Iiterature embellished with a
form of art (4-11)
6 Stranger sort of glass (6)
7 Vehicle second-rate, unserviceable (3
8 My quiet talk befitting firm's
entertainment at event? (9)
13 Court rips ‘Im apart - the clerk records
things here? (1D
15 Complicated series of actions getting
a girl more agitated (9)
17 Mournful chap undermines scheme
@)
20 Dance around water in a children’s
game (2-4
23 Good series of measures produced
with hard work (5)
25 Country home being demolished in
spring (3)

JOTTER PAD #supportjournalism
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Journalists’ Charity

Get the business insights you need to succeed in Asia journalistscharity.org.uk Supporting Journalists nationwide

Visit asia.nikkei.com
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Secondary market leads
sector's strong recovery

Historical records
have been broken
at recent auctions,
says Brynn Wallner

hen the onset of the

pandemic hit Swiss

watch exports in 2020,

manufacturers and

retailers were reluctant
to express firm optimism about the
future of the industry. But, since then, a
combination of growth and hype has
generated a horological frenzy, resulting
ina new wave of watch wearing and pur-
chasing habits.

In January of this year, the Federation
of the Swiss Watch Industry (FH)
reported an unexpectedly swift recov-
ery from the 2020 dip in watch exports,
which had been down by 13.1 per cent
year on year. Driven by strong growth in
the US alongside a steady upward trend
in China, the last quarter of 2021 pro-
duced the best-ever annual results for

the sector, at SFr22.3bn ($22.5bn) —
some 2.7 per cent higher than in 2019,
breaking the 2014 record by 0.2 per
cent. Then, this past July, the FH
reported that the first six months of
2022 saw nearly 12 per cent growth in
the value of exports compared with the
same period in 2021, taking total export
value to SFr11.9bn.

‘And these export figures, represent-
ing the whelesale activity between Swiss
watchmakers and their network of
international retail partners, continue
to slope upwards. The US, which had
emerged as a strong driver for growth in
2021, holds 16 per cent of the value of all
Swiss watch exports so far this year. But
Asia, despite negative growth in China
and Hong Kong due to lockdowns,
remains the market leader, absorbing
49 per cent of the value of all Swiss
exports thisyear todate.

Mid-year reports coming in from lux-
ury groups such as Richemont and
LVMH relay revenue growth across the
board. Independent brands such as
Rolex and Audemars Piguet do not
share financial numbers, but “the
demand for high-end watches by the
mostrecognised and established brands

Asiais still
the watch
market
leader,
holding 49%
of the value
of all Swiss
exports

simply exceeds market supply,” accord-
ing to Mike Manjos, chief trading officer
at pre-owned watch website WatchBox.

“We're seeing the strongest perform-
ance in the market within the ultra-rare
and collectible space, and consumer
interest, as measured by demand, has
rapidly grown in the independent seg-
ment,;” Manjos reports. “Success by pio-
neeringindependent brands has institu-

ionalised this type of f: er

Names such as De Bethune, FP Journe,
Greubel Forsey, Gronefeld, H Moser &
Cie, MB&F, and Voutilainen date to the
2000s or even the1990s.”

These companies have also hit cus-
tomers withwait-lists, therefore pushing

again towards the d.

market, which has seen its own growth
asaresult. Last year’s report by McKin-
sey and The Business of Fashion put
annual growth in the pre-owned watch
market at 8 to 10 per cent from 2019 to

K-pop goes upmarket

2025, with sal $29bn
and$32bn.

Paul Boutros, head of watches for the
Americas at auctioneer Phillips, says
that the past two years have seen histor-
ical records broken at watch auctions. In

Continued on page 3

‘Several members of the K-pop band Blackpink
have been enlisted by luxury brands for their
high-jewellery launches. As K-pop keeps
‘growing in popularity in the West, singers such
as Rosé (far right) have fronfed global

advertising campaigns for Tiffany. Similarly, the
popularity of Jisoo (second from left) and Lisa (far
left) had streams of young fans flocking fo hotels in
Madrid and Paris where Cartier and Bulgari were
holding high jewellery events. Page 10
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1932 COLLECTION

THE STARS ALIGNED

In 1932, Gabrielle Chanel created Bijoux de Diamants, the first High Jewellery collection in history.
Inspired by the allure of the stars, it was designed to be wormn freely in a brand-new way. Mademoiselle
then furned her concept of jewellery in motion = part of her vision for women = info @ manifesto.

In 2022, CHANEL High Jewellery celebrates this celestial revolufion with the launch of the 1932
Collection, based on the perpetucl motion of the stars and tailored to the natural movements of
the body. In the same spi
to write a manifesto for the new collection.

CHANEL asked an avther known for his reflections on movement

After winding around from the nape of the neck, the string of diamonds suddenly bursts

into a shooting star, trailed by de of sparks leading 1o a sapphire that fits perfectly into

the negative space of a crescent moon of diamonds. A fragmented nimbus then explodes
around a profusion of carats pulsating at the neckline. A line of precious stones rises and falls
with the rhythm of the breath, trapping the gaze in their bewitching deprhs. Beneath this
oward the heart, where a diamond sun blazes,

bluc eclipse, a string of crystals leads the

its early-morning rays oscillating and ing with the wearer’s movements. In this theatre of

precious stones, celestial bodies undulate on the skin's “Milly Way,” sketching new landscapes
each time the head moves or tilts. Like the necklace, the collection is a series of celestial bodies
journeying across the skin and enhancing each movement of the body as the planets travel
past twinkling stars. The beauty of the world lies in this radiance. The glow of the stones
is tangible, sculpted into the diamond, itself becoming a jewel, liberated, as if the aura could
be removed and worn as a brooch. What was a parure has become a jewel, a stone cut in stone,
made even more precious by what has been removed from it. From the depths of the Earch

to the Cosmos, there is little light, but it sometimes burns beneath the eyelids in insistent

lines. The gems begin to dance within us: diamonds, blue diamonds, rubies, yellow diamonds,
sapphires and rings running along the fingers, orbiting, spilling their brilliance over the hand.
Bracelets and diamonds give way

0 a streaking comet on the skin, a virtuoso play of light

and the ever-changing gestures of a woman who is suddenly the centre of the universe

Hugo Lindenberg

CHANEL

HIGH JEWELLERY

THE NEW 1932 COLLECTION CELEBRATES THE 90™ ANNIVERSARY
OF THE BIJOUX DE DIAMANTS COLLEGTION, CREATED IN 1932 BY GABRIELLE GHANEL.

CHANEL.COM

TRANSFORMABLE ALLURE CELESTE NECKLACE IN WHITE GOLD AND DIAMONDS, WITH A 55.55-CARAT OVAL-CUT SAPPHIRE.
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Kering buyout boss vows:
“We will never be mainstream

Interview Patrick
Pruniaux tells Robin
Swithinbank about the
break away and his
plans for regrowth

our months on from

completing the man-

agement buyout

that may come to

define his career,
Patrick Pruniaux can just #
about admit it to himself.
“1 was talking to a friend
of mine that I met as a
student almost 30 years
ago, and he said I'd always
wanted to be an entrepre-
neur,” he says. “I was happy
in my corporate life, but deep
inside, yes, I think I always had
that ambition.”

On May 31, the 50-year-old
Frenchman and a group of private
investors completed a management
buyout of the Sowind Group, the
holding company for the high-end
Swiss watch companies Ulysse Nardin
and Girard-Perregaux — until then,
owned by the French luxury conglom-
erate Kering.

The sums behind the deal, which
included the currently dormant brand
Jean Richard, were not disclosed, but
Pruniaux, who had been Ulysse Nardin
and Girard-Perregaux’s chief executive,
says he is now the main shareholder.
Kering declared €29mn of capital gains
from asset disposals related to the sale
inits half year report at the end of July.

Ulysse Nardin and Girard-Perregaux
have more than 400 years history
between them. However, judging by fig-
ures produced by Morgan Stanley, they

have been in freefall for years. Reve-
nues at Ulysse Nardin have halved since
2018, according to the financial services
company’s estimates, while Girard-Per-
regaux is now so small that it is no
longer ranked among Switzerland’s top
50 dial names.

Nevertheless, Pruniaux, who left
Apple in 2017 to join Ulysse Nardin, is
bullish. “We are growing at more than
40 per cent,” he says of his group’s
performance this year. “We are
going to be back to 2018 num-
bers,” he adds — without,
however, disclosing any spe-
cific figures.

\ If Morgan Stanley’s
calculations are cor-
rect, though, that
would put Ulysse
Nardin’s revenues in
the region of
SFr110mn and Girard-
Perregaux’s at around
SFré0mn.

“over the last couple of
years, we've done very
significant market
cleaning, closing
down distribution

product,”  says
Pruniaux. “When you buy
back product, you with-
draw that amount from
your revenue.”

Some experts believe
Pruniaux and his inves-
tors have a battle on
their hands. “Girard-Per-
regaux is no longer in the
big league,” says Oliver
Miiller, founder of the Swiss
luxury consultancy LuxeCon-
sult and one of the authors of
Morgan Stanley’s annual industry
reports. “It now has to find a virtu-
ous dynamic that will allow it to
grow again after a decade of continu-
ous decline.”

The sale had been rumoured for
years and was widely seen as an
acknowledgment by Kering that it
could not compete in the high-end
‘watch category.

Kering, owner of fashion brands such
as Gucci, Saint Laurent and Balenciaga,
said in May that it would give priority to
‘the houses with the potential to become
“sizeable assets within the group,

it into a more profitable business being
independent,” he says. “And, when you
look at the brands growing fastest, such
as Breitling and Audemars Piguet, it’s
the independents that have been most

successful over the past few years.”
Pruniaux says he is running waiting
lists of at least a year on some models,
such as the Girard-Perregaux Laureato,
a 1970s stainless steel luxury

and to which it can provide deci- sports watch that has seen a
sive support over time”. £ Tecent surge in popularity.

Analysts were not surprised /
the group let the venerable / -
‘watchmakers go.

“The two brands were
too small to move the
needle,” says Erwan |
Rambourg, head of
consumer retail and
research at HSBC.
“They were a rounding
error. Kering came to the
conclusion they shouldn't |

Interest in Ulysse Nardin's
Freak watches is high,
too, he says.
Agood sign, perhaps,
but Pruniaux is not
happy. “It’s nothing
|2, to brag about,” he
El says. “We're work-
ing to lower that
‘' wait, but it’s hard. We
are a manufacture, with
a very high level of crafts-
manship. We can't just press

spend as much time on |
those assets” @ a button and produce more.”
Pruniaux believes the He says he has added 50 staff

brands’

“Watch lovers, diehard
collectors and new cus-
tomers are getting
E interested in
J watches that are less

mainstream. We are

not and will never be
mainstream. We will
not go over 25,000 units
for Girard-Perregaux, and

‘WatchPro, agrees with the
approach. “It was deemed by
‘management that they could turn

this year, including a number of

newfound |
independence can cat- | watchmakers recruited from
alyse growth. “We see ! “very reputable brands”,

Retailers are talking positively.
“Laureato has been a tremendous

brands,” he says. Lc;—::‘—/ success and we can’t get enough of

it,” says Brian Duffy, chief executive of
the Watches of Switzerland group.
“There’s room for both brands to be
much bigger than they are today.”

Further growth may come from Asia.
By the year end, Pruniaux says he will
have opened 20 monobrand boutiques
in China, split evenly between the two
‘makers, having previously had none.

His Asian customers give him hope.
“Today, the average age for Ulysse
Nardin in Asia is below 35,” he says.
“South-east Asia is very dynamic, and
we're expanding very nicely in Asia.
‘We're investing in China, but with very
exclusive distribution.”

‘While the Swiss watch industry has

Clockwise from above: Patrick
Pruniaux, chief executive of Ulysse
Nardin and Girard-Perregaux; the
Freak X and Freak S models; the
Laureato Eternity — jorennsauy

yet to feel the effects of the global eco-
nomic turmoil, some believe troubled
stock markets and rising inflation could
pose a danger to lower profile brands.
“There is this theme that big is beautiful
in times of crisis, which are a lot
rougher on smaller assets,” notes
HSBC's Rambourg.

Confidence may not be the most reli-
able currency in Swiss watchmaking,
but Pruniaux the entrepreneur still has
plenty of it. “We have proven the nay-
sayers wrong,” he says. “Otherwise we
would have failed already.”

1
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Oris Thais
up with
marine
charity

Japanophilia in the UK
British watch brand schofield’s HQin
the West Sussex village of Upper
Beeding mightbe 6,000 miles from
Tolyo, but that did not prevent
Japanophile founder Giles Ellis from
taking inspiration from a manhole
cover spotted in the city’s Fuchu
district. And now the cover’s decorative
pattern —depicting a blossoming

plum tree — appears on the

pattern from the Heian period and strap
linings in kakiiro —a scarlet brown
colour. Both elements featured in
typical outfits worn by kabuki masters.
The watches follow a collaboration
din Augustbs ik

inwhich the collag:
artist produced dial patternsfor aseries
of 3,000, £380 Seiko 5 sports watches.

KosukeK:

_ Living the dream

sterlingsilver and glass "} Singapore will play host to the
Oris has created alimited edition case back of Schofield’s second Zenith DreamHers
version of its Aquis dive watch to raise latestmodel, the event on Wednesday, during
awareness of the plight of the dugong, Japanese Beater B which the watch brand will
anendangered species of marine (right). The tree’s soft ¥ introduce itsthree new
‘mammal thatisknown to inhabit pink tones were also | femaleambassadors.
waters around the island of Koh Libong | applied tothe dial and Japanese actress Chiaki
off Thailand. Conservationists and strap of the watch, Horan, French violinist and
islandersbelieve there are 170 dugongs whichsellsfor £3,580 social media star Esther
intheareaand imi P the is supplied witha Abrami and British rally
colony fromillegal hunters who kill the matchinglapel pin. driver Catie Munnings, who
creatures for their meat and oil. The * competesinthe Zenith-
Oris Aquis Date Calibre 400 watch 2 2 sponsored Extreme E electric
(be]'o‘:} features agreen dial inspired by GO]]]g for the tnple race serie]:)The DreamHers concept was
the sea surrounding Koh Libongand a High-end Japanese brand Grand Seiko established in 2020 to promote the
greybezel based on the colour of the has announced that its watches have brand’s Defy Midnight collection, its
‘mammal’s skin. An engravingofa been nominated forawardsin three first purely female watch line. Existing
«dugong mother and calf adornstheback | categories at this year’s Grand Prix Asianamby dorsinclude Singapore
of the watch, which costs £2,800 and is d’Horlogerie de Genéve — the Oscars of media personality Sheila Sim, Japan’s
limited to 250 examples. ‘watchmaking. Grand Seiko’s Kodo Olympicrhythmic gymnast Airi

modelistipped to win the tourbillon Hatakeyama and veteran Chinese

11 category, whileits Ushio Tideand actress SongJia.
Phl].l].pS heads east Mistflake watches powered by the
Auction house Phillips is previewing hybrid Spring Drivemovement will
ighlghts fromits November For nthedvewstchandrere | WV NALgOEs around

Kong watch sale at four locations Aiguille prizes respectively. Winners Asianbuyersheading to Geneva for the
throughout Asia during th i willbe datthe GPHG annual November watch auctions have
weeks. The watches, whichincludea inGenevaon ber 10. by i ickets for the
1953 Patek Philippe Reference 2499 first inaugural edition of RE-Luxury, which
series valued at HK$7.8mn-15.6mn = claimstobethe first show opentothe
($1mn-2mn), were on show in Bangkok Fnﬂtﬁﬂ market trade and publicthat focuses on the “re-
until yesterday before moving to Golden Concept, a Swedish commerce” of luxury goods. The
Singapore (October13-15); Taichung manufacturer of ultra-luxury tech brainchild of Fabienne Lupo, former
(November 9) and Taipei accessories, says Asia is proving presidentand chiefexecutive of the

(November 12-13). All 260 lots,
includingan ultra-rare
Philippe Dufour Simplicity ~ #1..
which has beenin the

hands of its original
Japanese owner since
2007, willbeat the
auction taking place
onNovember 28-29.

Goingup

‘Young Swiss dial name
Norgain — founded in 2018
by BenKuffer and advised by
industry veteranand former
LVMH watch divisionboss
Jean-Claude Biver — has opened

itsfirst outlet outside Switzerland
inSingapore’s prestigious Orchard Road

=

Ll

tobe the most popular market.
for what it claims isthe world’s
most expensive Apple Watch
case. The Diamond Edition case
is hewn from a solid block of
\, titanium setwith 443
4} diamondsand costs
3 $15,000. Just seven will
/v bemadeand, of the three
J/' delivered since the
J’ roduct’s August launch,
> I( two have gone to Asian buyers.

s

Oriental arts

Seikohasreleased a pair of
limited edition Presage watches
" inspired by kabuki theatre, the
lassicald A h

Fondation dela Haute Horlogerie, RE-
Luxury will host 30 exhibitors ranging
from artisan restorersto pre-owned
watch sellers including Richard Mille,
eBay and WatchBox. The four-day event,
runningfrom November 4-7, will also
feature confer d talksalk
new circular economy in the luxury
world. Lupohopestostage asimilar show
in Hong Kongif this one proves
Ticketsfor: it
costSFr30 per day or SFroo for four days.

Sky’s the limit

Teenage Japanese-British skate-
boarding sensation Sky Brownis the
latest ambassador to be recruited by

Tag Heuer. The 14-year-

‘which became famous during the 17th

shopping area. Norgain's be
found in the Melcher’s luxury goods
complex, where its retail spaceis
fittedwith a skilift chair imported from
Zermatt, site of the brand’s original
store.
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century for their glamor,
stylised performances and elaborate
make-up. The three-hand (£900) and
chronograph (£1,030) models will each
beavailable in 2000 examples and have
brown dials decorated with a traditional

old, who shot to fame last year when she
won bronze in the postponed 2021
OlympicGames held in Tokyo — despite
suffering multiple skull fracturesina
training accident — still lives in the town
of Miyazaki where she was born.
Simonde Burfon

Watches

Jewellery

Collectors warm up to presentation watches

Branded pieces given
as gifts to employees
now command a
premium after years of
neglect, says Kate Youde

atch collector
Davide Duk-
cevich loves
that his
vintage
Rolex is a mix of “high
culture” and “low”. The * /
Air-King 5500 model in
question has the red-
and-blue logo of Dom-
ino’s Pizza on the dial.
“It’s whimsical, it’s pop-
arty, and it’s fun,” says Duk-
cevich, an investor in cellular
agriculture from Providence,
Rhode Island. “The whole back-
story to it is really appealing to me,
aswell”

Domino’s Pizza founder Tom
Monaghan tells in his 1986 autobiog-
raphy Pizza Tiger how he first started
giving watches to franchisees who met

their sales targets in 1977 — beginning
with the Bulova from his own wrist.
Over the next few years, the US busi-
nessman gave “several Seikos”, and then
“hundreds” of Rolexes (centre). Duk-
cevich’s 1986 Rolex, which has the origi-
nal owner's initials engraved on the case
back, came with a note from Monaghan
that said the watch was “a symbol of
prestige” earned for reaching

$20,000 weekly sales.
These watches — specially
customised by Rolex —
proved so difficult to sell on
the secondary market that
some dealers took drastic
action to disguise
ﬁ: . their origins. Now,
however, they are
proving popular, driv-
ing up prices and
prompting interest in
other watches presented
by employers in recogni-

[~ tion of service.

Jonathon Burford, a
watches specialist for
Sotheby’s, says the Dom-
ino’s Rolex used to be
“unloved”. “They were sell-
ing at a significant discount
to the extent that, over the

years, dealers would very often
polish out the engraving on the

Domino’s Rolexes were selling

=== for under $2,000 five years ago,

case back or try to take off the _r—d recalls US dealer Eric Wind,
—

dial and puton a standard dial
because the presence of a
Domino’s Pizza logo would
be a distraction from the
financial value of the
‘watch,” he explains.
However, thanks to
increased focus
among collectors on
rarity, he says the
‘watches have sold for
a “significant pre-
mium” in the past
couple of yearsand can p
attract four or fivetimes B
that of an equivalent
unbranded Air-King at
auction if they have the
correct dial, engraving and

pers.

Sam Hines, the Hong Kong-
‘based managing director of
online auction house Loupe
This, says the model is “becom-
ing quite fashionable”. “Typically, in
Asia, you will have one collector who
‘will buy one and then he is spending
time with other collectors and they
‘want to get onetobe part of the club.”

owner of Wind Vintage. Prices
started to rise in 2020, he says,
==, but “everyone took notice”
1 when one sold at Christie’s
for $20,000 — four times
the low estimate — in
October that year.
" suchisthe turnround
in popularity that
= buyers need to be
careful. “I've seen
people, because they
have the [previously
undesirable] dial that
they threw in the drawer,
try to put it in another
watch and often it’s incor-
rect for the serial number,”
says Wind.
He says the Domino’s Rolex
E== has kicked off a “tonne more
interest” in presentation

‘—:1‘:5'—"' watches generally, particularly

those with a corporate logo on
the dial, as Rolex no longer offers that
personalisation service. Domino’s still
gives a Rolex Air-King to store manag-
ers who exceed sales targets but the logo
is on the steel bracelet rather than the

dial. Earlier this year, Wind sold an Air-
King given by Calvert Distillers Com-
pany of Maryland in 1977 and a Rolex
Date made for the 1985 Honda Bowl,
which he thinks was awarded to the
‘winner of amotocross event.

Other watchmakers also produced
special pieces for companies. A late
1960s gold Patek Philippe Calatrava
that was gifted by financier Bernie Corn-
feld of Investors Overseas Servicestoan
employee who achieved $1mn worth of

sales was sold in February by Loupe #

This for $6,600. Similarly, Sotheby’s
sold a Heuer, 1970, featuring the
logo of US spark plug brand
Champion for $HK23,940
($3,050) last year.

Yet Rolex remains best
known for the practice, hav-
ing commissioned watches
for brands including Coca-
Cola (far lgft) and oil com-
pany Pool Intairdril.

Rolex’s sibling company
Tudor has since taken up the
baton of making special series
that are not commercially avail-
able. In May, Sotheby’s sold a
Tudor Black Bay, one of 75 made
in 2018 for the Royalty and Spe-
cialist Protection branch of Lon-

don’s Metropolitan Police, for
SFr63,000 ($63,880) — seven times the
high estimate (below).

Wind says the customised Black Bay
models that singer Ed Sheeran gave to
the crew on his Divide tour sell for
around $50,000 on the secondary mar-
ket. “The modern Tudors with logos on
the dial have gone really crazy in terms
of value as well, so I think that has
helped inspire interest,” he says. He
thinks the fact prices
have “skyrocketed”
for Rolexes with the

signature of a retailer
such as Tiffany & Co
on the dial has also
raised awareness
of this form of
personalisation.

Soon after
= acquiring his
= Domino’s
Rolex, Dukcevich
bought an Air-King
given by US super-
market chain Winn-

Dixie as a 10-year Safe
Driver award in 2001. “1
have been on the hunt for
other stuff, but they’re hard
tocomeby,” hesays.

Pre-owned
watch market
leads sector’s
strong
recovery

has been a concentrated marketing and
product response to women’s rising
demand for higher-end complications
and, as a result, expects 30 per cent of
AP’s clients will be female by 2030.

“Today, we see a much bigger interest
from our ladies clientele for compli-
cated timepieces,” says Christian Sel-
moni, the style and heritage director at
Vacheron Constantin. Its Traditionnelle
perpetual calendar ultra-thin model is
the brand’s first-ever perpetual calen-
dar watch created intentionally for
women.

Marketing tan has hecame thanoht-

BVLGARI.COM
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Continued from page 1

2021, Phillips achieved the highest
annual sale total for any auction house
in history at $209mn — a 57 per cent
increase from 2020. But the record
could be broken yet again this year, as
Phillips had already reported $127.5mn
in sales before the autumnal auctions
started.

“What we're seeing here is that the
market is very large — much larger than
what it used to be for a collector’s auc-
tion,” says Boutros, crediting this greatly
increased attention on the watch world,
in part, to social media. Last year, Phil-
lips sold a special collaborative Nautilus
watch by Patek Philippe and jeweller
Tiffany & Co for $6.5mn during a nail-
biter auction.

Even regular Patek Philippe Nautilus
watches command a premium in sec-
ondary markets. Frequently referred to
as one of the three “hype watches”
(alongside the AP Royal Oak 152025T
and the Rolex Daytona 116500LN Black
Dial), the Nautilus peaked at $237,700
for a model that would normally retail
at $35,000, but with a waiting list of
closeto10 years.

This inflated number drew new inves-
tors looking to make a quick profit by
reselling watches. However, this sum-
mer’s crypto market meltdown trig-
gered a sell-off of popular timepieces, as
their owners suddenly found them-
selves in dire financial straits. Mean-
while, in Asia, more than a dozen popu-
lar watch brands have lost between 20
per cent and 50 per cent of their value
on the secondary market since Shang-
hai, China’s commercial capital,
imposed astrictlockdown in March.

still, despite relative price dips, the
overall hype, market conditions, and
rise of the pre-owned market has man-

fully female-focused, with watchmak-
ershiring strong female brand ambassa-
d ice this "

group. Last year, Panerai signed on Chi-
nese actress Dilraba Dilmurat, under-
standing the potential of influencers to
boost brands, as particularly evident in
Asia. Since 2016, the company’s female
market in China has grown 60 per cent,
with the fastest rise occurring since Dil-
raba’sappointment.

This shift has been seen across the
industry with the continuation of
Omega's HerTime exhibition and
Zenith’s DreamHers campaign
launched in 2020, to name but two.
Most recently, in September 2022, Tag
Heuer signed with 14-year old profes-
sional skateboarder Sky Brown to
appeal to a younger female crowd,
which is warming up to the watch indus-
tryvia the pre-owned market.

According to last year’s Deloitte Swiss
‘watch Industry study, the shift toward
the pre-owned market is particularly
strong among young consumers, with
42 per cent of millennials and 34 per
cent of Gen-Zs saying that they would
buy apre-owned huxury watch.

“Whether it's the sharing economy or
being more socially conscious, younger
consumers today are far less reluctant
to buy items that were previously
owned,” says Karine Szegedi, consumer
industry leader at Deloitte Switzerland.
“This generational shift will continue to
benefit the pre-owned watch industry
in the years ahead and is certainly part
of awider trend towards more sustaina-
ble shopping behaviour among young
people”

with more diverse and younger con-
sumers, come fresher perspectives. A
new wave of watch wearer is best exem-
plified by the American rapper and
record producer, Tyler, the Creator.
Over the past few years, Tyler has

dani ivecollecti

aged to attract a slew of who
are shifting the market with differing
buying habits. Over the past two years,

e
tage Cartier timepieces — mostly found
under the “]Ad.les category — fuellinga

women have become a rising

segment within the male-dominated
watch industry. Frustrated by lacklus-
tre product offerings and sexist market-
ing campaigns, women have become
increasingly vocal about what they want
inawatch.

Ginny Wright, chief executive of
Audemars Piguet Americas, talks of the
brand’s shift toward its female clients:
“When I started at AP [in 2019], 16 per
cent of our clients, at least in North
America, were self-purchasing females.
Now, it’s 23 per cent.” Wright says there

trend less watche:

Cartier, a brand long defined by
androgynous appeal, has since sur-
passed Omega as the second-largest
Swiss watch brand behind Rolex,
according to Morgan Stanley’s 2021
annual report on the Swiss watchindus-
try. The Richemont-owned brand has
become increasingly favoured by the
younger set, drawn in by its relatively
lower prices and a nostalgic yearning for
the genderless timepieces worn by the
likes of Diana, Princess of Wales and art-
ist Andy Warhol.
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Watches & Jewellery

My Favourite Pieces Trained engineer

How to be a
disciplined
collector

has an eye for aesthetics as well as for what lies under the bonnet, writes Nicholas Foulkes

angladeshi textile and

pharmaceutical manufacturer

Ahmed Rahman is a respected voice

in watch collecting. A trained

engineer, he speaks about timepieces
with an insight and a knowledge that puts many
modern watch executives to shame.

Yet his journey into the world of horology
began not with his interest in mechanical
engineering, but at the cinema. “I've always
been a huge James Bond fan and, when I was a
teenager at boarding school in England, Pierce
Brosnan had taken on the mantle of James
Bond, wearing an Omega Seamaster,” he says.

“Iwas completely enamoured with the
Seamaster and dropped a hint to my parents
that, when I graduated from boarding schoal, T
wouldn't mind receiving that as a graduation
present. They very kindly obliged. But it turned
out that they bought me the quartz one, so I
ended up taking it back to the retailer and
exchanging it for the mechanical one. That was
my first proper watch.”

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc= FTA%2F2022%2F10%2F07&ts 20221006200927&uq=20220804103507

Ahmed Rahman at Mark’s Club in
London — crig Gieson

things. In those days, you really had the thrill of
the chase”

‘With time and experience, he has become a
disciplined collector and, to enter his collection
‘today, a watch has to satisfy at least one of three
criteria: “Either the watch tells a story, or it is
‘mechanically very interesting. The third test is
that it just looks very nice.”

1. Cartier Tank Cintree

Cartier’s Tank Cintree is one of the brand’s
classics that has come to the fore again in recent
‘years. Its slender, straight-sided, curved case
‘blends elegance with ergonomics and this
example with a blue sunburst dial was a special
order from Cartier. “It’s one of the most elegant
‘watches in the history of Cartier, especially from
amasculine point of view, the curved, elongated
shape of the case hugs the wrist.” There is also
link to cinema. “In The Thomas Crown Affair, Steve
McQueen wears a watch which is very similar
and that was the inspiration for my watch.”
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His second ‘proper” watch purchase was a
vintage Heuer Monaco. “I don't consider myself
to be a vintage watch collector”, he says,
explaining that this was another cinematically
motivated purdxase “Iwas influenced by Steve
McQueen, in Le Mans.”

It was while studying engineering at
university that his interest in watch movements
began. He recalls with great fondness an Elysian
period before the instant information age of the
internet. “It was a lot more fun to try to look for
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2. Patek Philippe Reference 3733

Another favourite dress watch is the Patek Ref
3733 with the lapis lazuli dial. For Rahman, this
is an unusual choice. Dating from about 40
‘years ago, it crosses the line into vintage.
Nevertheless, he appreciates the timeless
‘modernity and dressy discretion of a recondite
and underrated Patek Philippe. “Along with the
Cintree, the 3733 is my dinner jacket watch, a
go-to timepiece on formal occasions.” Like
almost all the watches in his collection, the
‘watch is white metal, in this case white gold.

3. Audemars Piguet Royal Oak Perpetual
Calendar Ultra-Thin
This ultra-thin perpemal calendar speaks to
‘Rahman's inner engineer. Its innovative

and the multi

AR A\

4. Patek Philippe Reference 5970

5. Rolex Daytona

The Ref 5970 is regarded by many, i i

Rahman, as the perfect 21st century Patek

grand cumpl\muon_ "When Iwent into
thing T

nature of components means that all parts can
‘be on one plane, rather than superposed,
‘making it exceptionally slender. If Rahman has
one criticism it is of the choice of polished
platinum for the bezel — “a scratch magnet”.
But those scratches testify to the time it spends
on his wrist and the affection he has for the
‘most famous creation of legendary watch
designer Gérald Genta.

focused on.” He feels that a chronograph gives
what he calls “mechanical substance” to a watch
‘while adding visual interest. “A chronograph
always makes a watch look very interesting. The
5970 marries that with a perpetual calendar in a
40mm case size which, for me, is the sweet spot
when it comes to case sizes. The aesthetics and
proportions of the 5970 have always spoken to
me in a way that other watches don’t.”

No coll of can call itself L
without least one Daytona and Rahman's is no
exception. “Rolex, in general, is all about
practicality and wearability. They are rugged
and dependable.” What makes his Daytona
slightly different is that it is on a Jubilee bracelet
launched in 1945 to accompany the newly
launched Datejust model. “I got that watch on
the Oyster bracelet, but switched it to a jubilee
on the recommendation of a friend. 1t’s supple,
and has the right amount of lustre. It’s not
overpowering. It's just a very, very comfortable
bracelet to wear all the time”

6. FP Journe Chronométre i Résonance
“What attracts me to FP Journe, and this watch
in particular, is the idea behind it,” says
Rahman. “I read about the phenomenon of
resonance and how resonance works in physics,
and to be able to transpose that idea to high end
watchmaking was miraculous within the
confines of a wristwatch.

“It remained quite affordable on the
secondary market for a long time. Luckily, I
bought mine at auction some years ago as,
today, I would not be prepared to spend the
money these pieces now command, as prices
are now driven by speculators”

Hajime Asaoka: Japanese watchmaker takes on the resellers

available only for a limited time and by not revealing
the number of each edition — although we

Horological fame: Hajime assembled by him and his team of four, who occupy two tiny

ShOI't Ol]_lllle Selhng W'l.[ldOWS am to Asaoka in his Tokyo studio workshops in the Bunkyo area, Kurono Tokyo watches

workshop with his use ubiquitous Miyota movements and other bought-in parts. really have no choice but to make small
EX(EIUde buyers WhO aE after 3 creations — Gristopher Jue: Carl But such is Asaoka’s cult following that thousands have been 5 numbers, simply because we have such
qu_lck proﬁt , says Simon de Burton e sold since he began shipping the watches worldwide in 2019. limited production capacity.”

ittle more than a decade ago, the name of Hajime
Asaoka was unknown in the watch world. But,
now, the 57-year-old’s timepieces are in such
demand that he has had to impose special
measures to deter speculators

from buying them simply to resell.

It started back in 2009 when !
Tokyo-based Asaoka was
passing his days workingas a
designer of prototype
telephones and steam irons
labouring over his first,
home-made watch.

sitting late into the night
ata cramped workbench, he
used makeshift tools bought
from eBay and took guidance
from YouTube tutorials and
second-hand reference books, such as
Watchmaking by the late English
harologist George Daniels.

Despite being a beginner, Asaoka went in at the deep end
and chose to build a tourbillon regulator, known for being one
of the most complex of all mechanisms to perfect.

Against all odds, Asacka succeeded, and news of his
remarkable achievement spread like wildfire, after a short
film he had posted online showing the uncased movement in
action was spotted by French watch journalist Gregory Pons.

“He wrote an article about it but, unfortunately, didn't
indude any contact information,” says Asacka. “Somehow, a
retailer in Ginza got in touch with me and asked if I wanted to
make a watch to sell.”

Hav'l.nglefthlx dayjﬂh Asankahmkupthe offer and built
another sold for ¥6mn (£37,100).

Five ﬁlrtherwak.hes Io]lcwved during the next five years,
and he has since made around 30 different pieces under the
Hajime Asaoka dial name — including tourbillons,
chronographs, and three-hand models all to his own,
distinctive design and priced between £15,000 and £80,000.

Most of the watches have been bought by the world’s leading
collectors, and such is the quality of Asaoka’s work that two
pieces were nominated for the 2020 Grand Prix d’Horlogerie
de Genéve — the Oscars of the watch world — with another
being shortlisted in this year’s Chall tegory.

This time, however, the name on the dial is not Hajime
Asaoka but Kurono Tokyo, the sub-brand founded by the
'maker in 2018, initially to sell more affordable watches to his
Japanese fans who admired his work but could not afford, or
find, one of his rare haute-horlogerie pieces.

Although they are entirely designed by Asaoka and

Friday 7 October 2022

In fact, the demand for new Kurono Tokyo models is so
great that Asaoka now announces them for sale on the
company’s website with a 10-minute buying window — and no
indication of how many of each will actually be produced.

“Many people who succeed in buying one of our watches
immediately offer them at far higher prices to others who
‘haven’t managed to order before the allocation sells out,” he
explains. “We have tried to control that by making them

FINANCIAL TIMES

1In May of this year, a Kurono
‘Tokyo Reiwa watch — a model that
sold-out within six minutes of its

2019 launch — appeared ata

Phillips auction in Geneva where it
exceeded its SFr4,000 (£3,630)
presale estimate by more than six
times, fetching SFr25,200.

For those who are quick off the
‘mark, though, a new Kurono Tokyo
remains good value, One of the latest

models, a calendar watch called the
Calendrier Type 1 that could have been bought for
around £1,500, went on sale on August 11 and sold out within
24 hours.

Sam Kessler, editor of watch lifestyle magazine Oracle Time,
has followed the progress of Kurono Tokyo since the watches
became widely available in 2019. “Like other micro brands,
they operate on the basis of p i design and
attention to detail at mcred.ibly affordable prices,” he says.
“They don't spend money on marketing, they are completely

about that go into their watches
and,duemﬂlesmallmuflhemmpany production is
necessarily limited. The result is a well-deserved streetwear
level of hype and instant collectability.”

Asaoka, ile, continues pais i to produce his
high-end, own name watches in minuscule numbers using
components that he makes entirely himself — and, in true
Asaoka style, they are never simple. “Before I made my first
watch, I had designed inexpensive watches for sale in

stores but never tried to mak y part of one,” he
says. “Because of that, people often ask me why 1 chose to
make amu:bﬂlonmmyﬁmlwald] andthemamlwn
reasons. The first is that my moti
down very quickly if it is too easy; the second mﬂlattou:hi]]nn
watches are generally very
expensive, and there was
no way I could have
afforded to buy

https://digital.olivesoftware.com/olive/odn/ftasia/printpages. aspx’7doc FTA%2F2022%2F10%2F07&ts 202210062009278&uq=20220804103507
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Brands seek out local retailers to fill in the gaps

Relationships between
independent shops
and watchmakers has
flourished, says
Rachael Taylor

eremy Pragnell was only 20
years old when he purchased
his first Patek Philippe watch in

1969. The British son of a jewel-
ler had d]smvered the hranrl

stores dedicated to Omega, Tag Heuer,
Tudor and Breitling — a total of five
stores. Whether consumers pick up on
the link depends “how far down the
journey they go”, says Duffy.

Even watch brands that want to own
and operate their own boutiques some-
times seek out the assistance of estab-
lished local retailers to do so, as Oris did
when it opened its first British boutique
in London as a popup in 2019 through a
partnership with retailer Fraser Hart.
“We took it over independently nine
months later,” says Isra Shah, Oris’s UK
director of sales and marketing. “We
sawﬂle oommemal value mtakmgﬂ]m
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inZurich—and he fellhard.

Alack of proficiency in Swiss-German
meant Jeremy Pragnell’s social life in
Switzerland was limited, but this
allowed him to save much of his wages.
Combining the cash with a 1ct diamond
an apprenticeship in London’s Hatton
Garden hadallowed himto , he
soughthis employer’s help to buy one of
the coveted watches. “The owner of the
business was quite taken aback,” says
Charlie Pragnell, Jeremy’s son and cur-
rent managing director of British watch
and jewellery retailer Pragnell, as Patek
Philippe watches were “extraordinarily
expensive” even back then.

Meister did not carry the model Jer-
emy desired, so the owner contacted the
brand’s owner Henri Stern to request it,
mentioning that the intended customer
was one of his young apprentices.
Impressed by this, Henri Stern charged
his son, Philippe Stern — today Patek
Philippe’s honorary president — to hand
deliver it. “And that’s how the relation-
ship began,” says Charlie.

On returning to the UK, Jeremy peti-
tioned his father George Pragnell, owner
of stratford-upon-Avon jeweller Prag-
nell, to stock his favourite watches and
by the mid 1970s the store became the
first UK retailer to offer a full collection
of Patek Philippe timepieces. Sales of
these expensive and relatively
unknown watches were slow, until
Patek Philippe’s popularity soared in
the late 1980s. Pragnell’s early commit-
ment has paid dividends as the brand is
now an important part of its business.
‘While Charlie will not share numbers as
to the commercial importance of any
one particular productor brand, hesays
turnover at Pragnell’s three Stratford,
London and Leicester stores is split
evenly between watches and jewellery.
In 2021, the retailer reported a 21 per
cent turnover uplift to £63mn, with
profits of £7.8mn, up from £4.1mn the
yearbefore.

The partnership has been so success-
ful that when Pragnell celebrated the
50th anniversary of its Stratford-upon-
Avon store in 2004, Phillipe Stern and
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Jeremy Pragnell collaborated on a spe-
cial minute repeater in the store’s black

szfmr. and an important element of
the refu was a dedi

and gold colours with numerals to
match the style of the numbers above
the shop door. Pragnell is the only
retailer Patek Philippe has collaborated
with in this way, and when one of the
five limited-edition watches came up
forauction at Christies in 2012 it sold for
§575,540 to an Asian collector. The orig-
inal was sold in 2004 for £162,000.
‘While Patek Philippe might have
needed to rely on Pragnell in the 1970s
for an introduction to the British shop-
per, this is certainly no longer the case,
however the relationship remains
intact. In September, Pragnell doubled
the size of its store on Mount Street,

Patek Philippe area, as well as one for
Rolex — the only two watch brands it
sells atits London outpost.

Sowhy, when watchmakers could use
established brand power, easily ampli-
fied by digital outreach, to sell direct to
consumers for full margin, do many still
choose to operate via retail partners?
“with full in [achieved by direct

e = L] i
Charlie Pragnell (top) runs retailer Pragnell which introduced Patek Philippe (left) to the UK. Watches of Switzerland run Tudor shops (right) — ta HarisonEyesne

strong period of growth. Full-year
results for the 2021/22 fiscal year show
its total revenue was up 40 per cent to
£1.2bn with pre-tax profits increasing
98 per cent to £64mn. This is fuelling
fresh expansion plans, much of which
are focused on monobrand watch bou-

branded as if they are run by the watch-
makers themselves, it is Watches of
switzerland powering the retail opera-
tion. Duffy sees these dedicated bou-
uques = whlch he believes work well

OVET 4L WAL POILL|, DULIL Was e Sup-
port of our retail partner that provided
theleverage and insights to explore this
asafirstforthe UK”

Japanese watchmaker Seiko takes a
blended approach. Some of its mono-

rand stores are run by retail TS —
such as the Grand Seiko store in New
York City’s Soho operated by Watches of
switzerland — and others direct by the
brand, including its store in London’s
Knightsbridge and another set to open
on the city’s Bond Street this autumn.
“Our relationships with our retail part-
ners work as a joint approach; acknowl-
edging the fact that they are experts in
retailing and we are watchmaking
experts — which works in a well-bal-
anced way,” says David Edwards, man-
aging director of Seiko UK.

Indeed, the tone of conversations
hetween watch brands and stores is.

that was icall

transactional, and often underpinned
by power plays, to something more col-
laborative. Federico Ziviani, general
manager at watch brand Gerald
Charles, says he has weekly meetings
with his London stockist Arije to share
local market updates, as well as discuss
client feedback and requests. “We culti-
wvate a very transparent and reciprocal
relationship of continuous collabora-
tion and trust,” says Ziviani. “Listening
to each other is a fundamental compeo-
nent.”

While working through retailers can
offer brands all manner of logistical
boons, at the heart of this continued
reliance on a traditional supply chain
model is a more emotional motivation:

wit lcunuusmll]*

an under that the relation-
ships retailers cultivate with

ti-brand stores — as simply:

of as “anatural evolu-

tiques, of which the gr 50in
the UK alone — aﬁmxethathas tripled
in the past five years. This summer it

itli in Stockholm, a

retail] comes rent, people, systems,
security,” says Brian Duffy, chief execu-
tive of Watches of Switzerland Group.
“So the return on capital investment
and on retail is less than the brands
make wholesaling overall.”

‘Watches of Switzerland is enjoying a

openeda
Tudor boutique in Glasgow, and an
Omega store in Copenhagen. It also
operates Tudor, Rolex, Breitling, Bul-
gari and Grand Seiko boutiques in the
US, where revenue jumped 48 per cent
0 £428mnin 2021/22.

Although these stores might be

tionas the brands continuetoinvestand
expand and elevate”.

He gives the new Battersea Power Sta-
tion retail development, due to open
with 100 stores on October 14 in Lon-
don, as an example of this harmony. At
the site, Watches of Switzerland Group
will operate a Watches of Switzerland
store selling multiple brands, including
Rolex and Cartier, and also standalone

Lhelr nhents will always be stronger
than a single brand can, and that these
human touch poeints remain vital to
watch sales. “Patek and Rolex under-
stand that family jewellers around the
world are their allies and advocates,”
says Charlie Pragnell, pointing out that
neither of these market-dominating
watchmakers rely on direct sales.
“They can’t possibly know all their cus-
tomers personally. We do.”

Patcharavipa augments vintage pieces with Thai gold

Celebrity-favourite jeweller wants
to make a name out of ‘Siam gold’,

discovers Ming Liu

Whemtcmnesto]emllery, Thallandmzybebestlcuownas a

‘siam gold sterlingsilver’. It was so sweet — and aname we

go-to, business-friendly for ing. But, shouldn’t forget. Thailand used to be called Siam. There’sa

recently, anothertype of. expomssh:mngahghtomhe sweet reminiscence toit.”

country: the T] 1d exudes a hue that | of Thai gold
Sincesettingup her hrand in2016, g jewellery, which Bodiratnangkura describes as “a little bit

Patcharavipa has seen her textured gold

jewellery on A-listers such as Gigi Hadid, Janet
Jackson, and the award-winning actor Kodi

Smit-McPhee. Rihanna, too, haswornan
engraved, 1970s Rolex King Midas watch

customised by Patcharavipa— one of three

Patcharavipa watches thatthe singer

purchased, says the Bangkok-born, London-

basedjeweller.

From scalloped Escargot hoop earrings to
chainnecklaces and a Tiny

tactile, diamond-set
collection of 1cm-sized Zodjacpendaxm
Bodirat

d witha

soft, lpted

finish that

hammered butis notquite. The Lechnlque is

fasecret. “It'snoth

y 2=~

Ca

=~ woreshiny,more yellow than taliangold" The 1sctold

pla.tedmﬂlenawnmm that

i theT "The

| forus—

butI

dnntsa'yhnwlmake it szysBodJ.ramanghna “Alot

of p texturesright
now, hutwnhrne the finish is still very original”
Clients aredmwnmﬂ:elmspoke ].Llce mgged finish,

whlchreﬂeclsP vari

the

"lfmtlnn and Paris, wh

Chaa b

ting,
“We' reverylurkytnhave QUL OW atel.uarznd
| make our own decisions,” says Kenzi Harleman,
Eod]mmanghlru partner. "'I‘hemamwnﬂrs only

d

therwise we t

;i these things. The workshop can spend daysjust
‘working outa certain techmique

Accordingto’ Thnmaschauvet, head of luxury
goods equity research at Citi, “Thailand has been
al-dmg]ewe]lerydeslgnand manufacturing
hubfor over two decades”.

“Itall started with the openingof the
Gemopolis tax-free zone in the early 1990s, which
attracted a number of global and: regmnal

jewellery players,” he says.

is the Danish jeweller Pandora, which

headquar

ly, 1950s French

artistssuch as Jean Dubuffetand FemandLeger notto
mention Thailand itself. She cites the country’s
ide cliffsand e~

holidaysasachild, the coconutshef]s that
inspired her debut collection, as well as her

Thai jewellery family heirlooms and the
dellml_e gold jewellery thatis worn at

'hai weddings and funerals, such as; gold
necklaces, ‘hair pins and pearl pieces.
“My designs are traditional but with an
old soul,” says Bodir:

atnangkura.
Gold, Iyyfar is her signature, which she
calls siamgold. “I came up with the name

after seeing it on a silver pill box thatmy
g’andparems were given for their

wedding;
recalls Bodiratnangkura. “On the bottomit said
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in Thailand and, in 2021, reported

nshlghestrevenuesm date of DKr23.4bn (£2.8bn). The
company cited its Thailand production as one of the

.
Y.

4 stability and a number of financial
incentives,” notes Chauvet.
Thebulk of Patcharavipa’s designs are

priced between £3,000 and £6,000. There
isalso a couture line featuringlarger stones, the

\-:,; gold watchm fromtop marquesl.ﬂ(eRDlex

% patek

‘onstantin —

B
-]

& andmnsfonnmgﬂlmmthelundsof
thisis

verydi

It's

inthe next few years,” suggests Harleman, who
hinted at retouchmg thelikes of old Cartier lipstick holders,

’pp *"‘-\ factors L'Iuthelped mitigate the impactof the P i
S~ 3:, T and nowonder yis Clockwise from above: Patcharavipa Bodiratnangkura (right) and Kenzi Harleman; 18ct Siam gold Escargot earrings;
\ makers, too. d Row 10 neckl; d 1970s Rolex King Midas worn by Rihanna — crarie sicower
[M R o) Thal]zndseernshkearelaﬂvely
§ easy choice asit offersa \ most expensive piece of whichiis £250,000.It s dby  handy. For 1957 Rolex Oyster Date, for example,
4 44 business-friendly = studi h f each white gold-plated silver link i
‘f} environmentand 3 Americaand the Asian Insti £ logical Sciences. handmade bef intoajewel-like piece.
i |, competitivecosts, highly > Nenhernodnatmnglmmmrﬂaﬂemanmr The watches, Har duced an entirely new
“% skilled workforce for the B ¥ & N but theylil customer base tothe brand andHarleman
{ i craftofjewellery, political e w ly, 1970s saytheyare Justhavulgl\m ‘making pieces more intricate
5

but could be something

‘1«{: “3‘
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would wear. O
where having a wholly-owned atelier comesin

and pepper shakers. “It

muldbe alotof different things,” he says.
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Watches & Jewellery

K-pop stars boost heritage jewellery brand sales

Brands enlist Korean
pop singers to engage
with a younger
audience, reports
Milena Lazazzera

orea’s rise to the status of a

cultural superpower, influ-

encing creative industries

globally, is being celebrated

in an exhibition called Hal-
lyu! The Korean Wave at the Victoria
and Albert Museum in London, running
until June 25 2023.

But Hallyu — a Chinese term referring
to the soaring popularity of South
Korean pop culture across the world — is
increasingly shaping the business of lux-
ury houses, too.

several high-jewellery launches in
June this year happened with the bless-
ing of a K-pop singer as guardian angel.
Jisoo was the guest of Cartier’s Beautés
«du Monde gala in Madrid; Lisa was with
Bulgari in Paris; while Rosé, a Tiffany
ambassador, made an appearance at the
grand opening of its exhibition, Vision &
Virtuosity, held at the Saatchi Gallery in
London.

These three performers, together
with Jennie, one of Chanel’s global
ambassadors, sing and dance in the
K-pop band Blackpink. And, through
their brightly coloured and rhythmi-
cally choreographed video clips, con-
ceived as mini-movies, they hold sway
over millions of young fans across
China, Asiaand beyond.

Think of the Spice Girls — then add
the power of more than a quarter of a
billion followers on social media. Asso-
ciating with these K-pop stars is a way
for the jewellers to be culturally rele-
vant, reach a new younger audience,
and boost sales in an uncertain macr-
©OEconomic environment.

“with the success of K-pop and
K-drama, Korean talent has been able to
have a strong cultural presence and
influence globally,” says Alexandre
Arnault, executive vice-president for
product and communications at Tiff-
any, of its choice of Rosé as a brand
ambassador.

K-pop ambassadors position the
brand “as culture-shaping, and attract
younger customers and key opinion
leaders”, says Federica Levato, senior
partner in the fashion and luxury busi-
ness at consultancy Bain & Company.

But, in business, culture must sing in
sync with commerce. In June, Bain pub-
lished a luxury report that identified
Korea as the new Japan, with a market
totalling about €15bn — or 5.2 per cent of
the global €288bn luxury market. That

Clockwise from top: a Hallyu-
themed exhibition at Britain’s
V&A museum; members of
K-pop band Blackpink, Rosé,
Lisa and Jisoo, have collaborated
with brands on their high
jewellery launches

Victoriaand Albert Museun: Han Myung-GuMarc
Prasacki/Mike Marsiand/Wireimage/Getty Images

suggests it has grown from being 50 per
centofhesize of Japan’s market (2016) to
75 per cent (2021). Nestled between
China and Japan, not only is Korea a
vibrant tourist shopping destination, it
‘'has also steadily developed a strong base
oflocal consumers who have pushed jew-
ellersto spruce up theirretail presence.
cartier, which already counts 19
points of sale in the country, is openinga

new flagship store this month. Last
‘month, Chaumet added a fourth store in
Seoul. “It is important to the Maison to
engage with local audiences,” says chief
executive Jean-Marc Mansvelt.

Instead of costly ambassador con-
tracts, often in the seven-figure region,
the 242-year-old brand has built
“friendships” for tactical activities with
K-pop singers Nayeon, Krystal Jung and

Cha Eun Woo and actress Song Hye Kyo.
The try-on-tiara filter Chaumet
launched with Nayeon last Christmas
“has been downloaded by many follow-
ers, old and new ones, who have all
played with it and generated stories and
posts”, says Mansvelt.

Media analytics company Launch-
metrics reckons Rosé’s single Instagram
post promoting Tiffany’s exhibition in

London was worth $2mn of the firm’s
proprietary “media impact value”.

Bulgari chief executive Jean-Christo-
phe Babin reports a similar K-pop
effect — and increased sales of entry-
price pieces at about €3,000. “Since we
began working with Lisa, there has
been an increased buzz online, espe-
cially on Twitter, all across Asia and
beyond,” he says.

According to Equité research, 15020
per cent of luxury purchases worldwide
are already made by the Gen Z demo-
graphic —under 25 years of age now —
an estimate that reaches 30 per cent uf

in China. “Being i
with a vibrant, young pop culture helps
legacy brands to transition into the
Gen-Z preference cluster,” says Daniel
Langer, the firm’s chief executive and
professor of luxury strategy at Pepper-
dine University in Malibu, California.

Babin agrees. “The Asian market dif-
fers slightly from those elsewhere as the
luxury industry there tends to lean
more to a younger crowd. So, it is essen-
tial for Bulgari to be inspirational and
make them fall in love with the brand
through storytelling, which is in line
with their values.”

He also stresses Asian women’s influ-
encing power in every field. “Asia is
undoubtedly the engine of global
growth. Cities such as Seoul, Tokyo or
shanghai are today as influential as tra-
ditional fashion and luxury capitals
such as Milan, Paris or New York.”

However, more than popularity and
youth, Arnaud Carrez, senior vice-presi-
dent and chief marketing officer at
Cartier, is concerned with the long-term
relevance of the brand. “For sure, we
have noticed an uptick in searches for
certain products and more engagement
on social media since signing Jisoo, but
we are not obsessed with ambassadors,
or ambassadors with very high reach —
we want to engage with talent,” he says.

“Jisoo has worked extremely hard to
reach her pnsmon, and she cnmple-
mentsth

P with.”
Carrez adds that Cartier’s ambassa-
dors come from varied professional
paths, such as boxer and author Ramla
Ali and actor Paul Mescal, who does not
have a social media presence. “We do
not have a communications strategy to
attract a young audience, as we do not
create products with a young audience
in mind,” he says, pointing to products
such as the Santos watch, created more
than a century ago, which isstill popular
AMONg young consumers.

Indeed, with LVvMH’s and Richem-
ont’s half-year results showing a healthy
22 per cent and 49 per cent growth in
sales of watches and jewellery, respec-
tively, their over-100-year-old brands
look poised to stay “Forever Young” —in
the words of the Blackpink song.

In with the old Antique pieces are finding a fresh market as Bulgari, Cartier and Van Cleef & Arpels spur buyer interest, writes Francesca Fearon

Asian collectors cultivate taste
for high-end vintage jewellery

High-quality diamonds find a ready

motional and cultural programmes

many of them are collectors of Chinese

market at Asia’s auctions, but antique  hosted by auction and jewellery houses, ~ works of art like ceramics and paint-
jewellery is attracting attention, too. together with social media, have spread  ings.” Kang launched her business in
At Christie’s spring sales in the knowledge, enhancing the 2013 having spent 15 years working for
Hong Kong, the Magnificent __, SEESky . allure of antique jewellery ~ Christie’s in Shanghai and Befjing andso
Jewels auction raked in - among her first were drawn from
$54.3mn, aided by some However, beyond thoseclients.
impressive figures for Asia’s  auction “The first year was a challenge,”
Bulgari including a . houses there is  recalls Kang, as there was no culture of
1970s diamond and & Cartier Tradition  buying vintage in Singapore and only a
ruby necklace sell- (sellingpre-1970s  small group of collectors. “So I had to
ingfor$355,384. d heritage jewel- think bigger and took trunk shows to
some choice Hong Kong, China and Taiwan. It took

antique jewels from
Van Cleef & Arpels, g
Tiffany & Co, and
Mauboussin also sold
well.

There are established # -
collectors, like Albion Art :
in Japan, but, elsewhere in Asia,
antique jewellery is finding a new
market — especially pieces by Cartier
and Van Cleef & Arpels. When the Chi-
nese first started buying hlgh jewellery,

@

@  Singapore, catering to

® lery) and Cartier
i’ Vintage (post
1970s) and onlya
® handful of spe-
cialist antique deal-
erslikethe Palais Royal
® paris gallery in
Hong Kong
and Revival in

this newfound interest.
Tlustrating this passion | ']
to learn, Gilles Zalulyan,

they were only i
rary creations, say ]ewel]ery houses.
“We saw a hesitation to ven-
ture into pieces from the past

el

founder of Pal-
ais Royal Paris
which whole-
sales and retails

time but many early adopters of buying
vintage have seen their purchases
increase in value and,” she adds, “since
Covid, the Singapore market has
‘become very strongfor me.”
People care more for Cartier,
Van Cleef & Arpels
and Bulgari,
says Zal-
ulyan. He
1

¢ the success
7’ of those
! brandstothe
", marketing

/' activities of

ble gold jewellery,” she says noting vin-
tage animal jewellery being all the rage,
while “Bulgari from the 1980s and 90s
and retro Hermeés are very hot right
now.”

At, Hancocks in London, 1960s and

That relationship is so
important says veteran
London dealer Sandra
Cronin, who has
attracted a network of
AChmese clients over 15
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mostly due to superstition,” ’:’_ﬂ
says Natacha Vassiltchikov, -
the international deputy
heritage director of Van
Cleef & Arpels, who
develops the maison’s
vintage (1920s-90s)
jewellery collection.

“Today the situation
is quite different: our @
heritage collection
always attracts a lot of
interest at high jewellery events
[in China],” she says. Like other
collectors “they appreciate cre-
ations which are rare and have a
distinctive style and look™.

antique jewellery, recalls
taking one Chinese client
around the Musée des Arts
Décoratifs in Paris. “After
4 that [visit] she realised
' vintage was so much
more interesting than
‘modernjewellery, because
they are handmade one-
of-a-kind pieces,” he says,
“so shestarted buying antique

jewellery”

1t is, however, still a niche
“==  market in mainland China

Y .+ saysBrendaKang, founder
5 of Revival in Singapore.
“clients are those who have
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R their respective

‘heritage departments, which he

also supplies. “However, we do carry a

lot of Suzanne Belperron, Boivin,

LaCloche, Boucheron and some Mau-

boussin,” he says. His favourite era

though is Art Nouveau for its profound

creativity, “and I'm totally crazy about
René Lalique.”

Kang’s inventory isnot too dissimilar:
Boivin, Belperron, LaCloche, Pierre
Sterlé, and more recently the contem-
porary designer JAR (Joel Arthur
Rosenthal).

“For a while Art Deco platinum or
Tutti-frutti, and Edwardian diamonds
‘were popular, but since Covid I've seen

70s Bulgari pieces are selling well,
driven by Chinese interest says director
Guy Burton. “More recently we have
seen a huge interest from the UK-based
Chinese market in Victorian jewellery,”
he adds. “Antique jewels may present
better value (as there is no VAT here),
but shipping to China is problematic
withimportduties there based on mate-
rial value for thegoldand gemstones.”
The advantages for clients of buying
from specialists, say dealers, is the
opportunity to try on the jewellery, to
feel it for weight and comfort rather
than rely on photographs; the direct
relationship with an expert and avoid-
ing the frustrations and disappoint-

Clockwise from main: Sales at
christie’s Magnificent Jewels
auction in Hong Kong hit
oucheron peacock
klace; Cartier gem-set.
bird brooch; Van Cleef & Arpels
Mystery set sapphire and
diamond Ludo hexagon bracelet;
Bulgari ruby necklace
o ZhoulREUTT

#iand being in it for the
longterm.”
Some of them are private
A \ Mclients, and some are dealers
\“acting on behalf of customersin
hina — they share images of the

enthas been collecting in preparation of
opening a museum in China in the
future.

“They just want the best,” says
Cronin, “regardless of whether ithas a
signature, which is a big credit to them
asis shows they are knowledgeable and

Sales, influential exhibitions, and pro- anaffinity for vintage because  anincrease in popularity of moreweara-  ments of a bidding process. notled byaname.”
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Watches & Jewellery

PAD London The UK capital showcases bold contemporary styles aimed for an international clientele, reports Kate Youde

Designers reimagine Indian jewellery heritage

hen valery Demure visited a jewellery fair old cut diamonds, appeals to clients. “It adds more charm
in Mumbai before the pandemic, there was o B S SE = ] and one can feel the story behind it,” he says.
one local brand that stood out. She liked % He credits jeweller Viren Bhagat, of Mumbai-
everything she saw from Moksh, whose ‘based Bhagat, with giving “more visibility to
pieces showcased techniques including . contemporary Indian jewellers in a broader
‘micro pearl weaving. “You could tell there o market”. Bhagat's pieces have been displayed in
was a desire to expand outside Indiaand also /5 = ., museums worldwide and were part of Christie’s
to convey a more contemporary India,” o Gt _& $109.3mn sale of Indian jewels and jewelled
says the jewellery curator and consultant. objects from the Al Thani collection in 2019.
80, next week, Demure will show > They attract high prices: Christie’s sold a
Moksh’s designs in Europe for the first five-strand natural pearl and diamond
time, when the PAD London design fair necklace for $1,695,000 in the 2019 sale. A pair of
returns to Berkeley Square. diamond and sapphire earrings fetched $126,000,
The brand is among a “new wave” of against an estimate of $30,000-$50,000, in June this year.
contemporary designers from India that 7 “Viren has his very distinctive, Deco-inspired
are reimagining the country’s centuries- g {2 Indian jewellery style,” says Rahul Kadakia,
old jewellery heritage, which has long %,  international head of jewellery at Christie’s.
influenced Western design, to create bold “There’s always an inspiration which
new styles for an international clientele, leads back to India, but his jewellery is
“You have a new guard of Indian not just Indian, mtha!youcanwezrit
anywhere. That is the magic.”

designers,” says Demure, known for
spotting new talent. “It’s only starting, but it’s India has been an important global

T

quite exciting” influence in jewellery because it is
Net-a-Porter, which already stocked pieces “culturally ingrained in the country”, says

by Bina Goenka, Amrapali and Ananya, P Kadakia. As the recent exhibition, Cartier

launched Indian jewellery brand i {Vﬁ b and Islamic Art: In Search of Modernity, at Ihej:)aﬂzs

Kamyen on its platform last month.
International auction houses are also

Museum of Art showed, stones and techniques from India
inspired the jeweller in the early 20th century.

T the work of porary “In alot of instances, it was with Indian clients in mind
Indian designers. that [French houses] produced jewels that had a particular
Christie’s is showing six pieces by Indian element to it and yet were very Deco,” says Kadakia.

Neha Dani, who has her own stand at
PAD London for the first time this year, in
its private sales salon in London. The New
Delhi-based designer draws on India’s tradition
for detailed handicraft and coloured gemstones — Jaipur is
the world's lapidary capital — but is keen to bring her own
perspective to jewellery. This includes using titanium,
which she says gives her “freedom to explore” larger
designs, as she is not restricted by the weight of the
metal, and to create “another palette of colour” by
anodising it. &
Phillips held a selling exhibition of about 40 Santi
pieces in London last month, the first time the brand’s
jewellery had been shown publlcly The pieces by
Krishna Choudhary, who launched his first designs in
London in 2019, were displayed alongside the historical |
Mughal jewels and objects from his family’s collection
that msplred them. His gem- set titanium ]ewellery draws
and

‘This is something that New Delhi-based jeweller Hanut
Singh knows only too well: his grandparents, Maharaja
Kumar Karamjit Singh and Maharani Sita Devi of
Kapurthala, took their stones to French houses in the
1920s and 1930s. As an untrained designer, Singh says the
resulnm]ewd]erybythehkesufcamerwzs
‘his “study field”.
singh, who counts Madonna and
& Beyoncé among his dlients, is represented
& by Parisian dealer Karry Berreby, who
also shows work by Mumbai jeweller
Estaa in her eponymous gallery. She has
noticed “more and more” interest in
contemporary Indian jewellery from
2 customers in Europe and the US
because of its versatility.

“The Indian jewellery pleaes you can
" wear with a long black dress or with jeans,” says

Bem:by who exhibited jewellery by Singh and Estaa at
PAD Paris in April.

Most of Neha Dani’s clients are based in the US, Europe
or the Middle East. She says that, as the younger
generation steps into the Indian jewellery industry, there
are more designers emerging.

“Everybody’s experimenting, deviating away from the
‘traditional motifs and traditional Indian jewellery,” she

Benoit Repellin, worldwide head of jewellery at Phillips, says. “They’re bringing in their individual flavours. I think
says Choudhary’s use of old stones, which are “very hot on there’s going to be a lot more designers in the coming years
the market” at the moment, such as carved emeralds and coming out of India.”

ooy

Clockwise from above: Krishna Choudhary of Santi; ruby diamond ring
and pearl earrings from Moksh, emerald petal and diamond wave rings by
Santi; diamond ;md sapphlre earrings and pearl necklace from Bhagat;
blue d cuff and pink di d earrings by Neha Dani

Ashish Sshi Chisfie’s Images Lid

i
s

on traditi Indian motifs
including palsley

“He honours his family legacy and tells his beloved story
of Indian jewelled arts through the filter of his individual
vision of modernity,” said jewellery historian Vivienne
Becker, exhibition co-curator, in publicity ahead of the
sale. “He has become a leading exponent of a new wave of
excitingly innovative Indian jewellery.”

Two Geneva-based events want to fill the gap left
by the defunct trade show, says Maria Doulton

Fresh fairs
emerge from
Baselworld’s
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demise

‘When Baselworld’s 102-year reign as the
defining world watch and jewellery fair
ended abruptly in 2020, it left a vac-
uum. The Geneva-based Watches and
‘Wonders show — an extended version of
the original Salon International de la
Haute Horlogerie, which had started as
luxury group Richemont’s riposte to
Basel — swiftly stepped in to cover the
big watch brands. But many jewellers
who used to exhibit under the auspices
of Baselworld had to find other solutions
ontheir own.

So, two new events emerged from the
jewellery industry itself to fill the need
forjewellery fairs in Europe.

The first was GemGenéve, which held
its inaugural show in 2018, followed by
Haute Jewels Genéve in 2019, ]usta year
before the first lockd

Behind GemGenéve are two Swiss
men: Thomas Faerber and Ronny
Totah. Faerber started as a diamond
dealer in 1973 in Basel and moved into
antique jewellery and coloured gem
stones. Totah specialises in coloured
gemstonesand antique jewels.

“We were in at the deep end,” says
Faerber of the creation of GemGenéve,
now in its fourth edition. “We never

All pages from Financial Times (Asia), Friday, October 7, 2022

ers. The show focuses on what Totah
describes as “human-size, mainly fam-
ily run, businesses, that behave well. We
select those who are good in their sector
‘withabreadth of price points.”
GemGenéve reported 3,302 visitorsto
its latest show, mainly made up of buy-
ers looking to source loose stones and
antique jewels. Though primarily a
trade event, it is open to the public and

expected tob

ition or

Totahrepo per cent of the visi-

we felt that we weren’t welcome in Basel
anymore. There wasa need for ashow

tors are private buyers. There will also
bea specla] November 2022 edition of

where and spoke
same language and in an environment
thatisright forus”

The 201 exhibitors at GemGenéve in
May 2022 were a mix of diamond and
gem stone dealers, antique dealers, and

Geneve is held in May in a mng of the
vast Palexpo exhibition halls, Haute
Jewels Genéve now takes place in late
March at the Hotel Kempinski — coin-
ciding with the Watches and Wonders
trade show.

The shows have different profiles.
GemGenéve mainly caters to gemstone
and antique jewellery dealers, and
Haute Jewels Genéve is aimed at high
jewellery brands and manufacturers
looking to meet wholesale buyers and
find new outlets for their jewels.

Friday 7 October 2022

some y jewellery design-

‘When Baselworld closed
down we were left high and
dry. While Basel had over
1,000 exhibitors, we have
selected just 18 brands’
Michael Hakimian, Yoko London

“torespond to the needs of
‘the market” which could not travel for
many months due to global lockdowns.

Haute Jewels Genéve is an even
‘younger event that had its first show in
2019 with just four exhibitors. It was put
together by Michael Hakimian, chief
executive of Yoko London, the pearl
jewellery brand that also wholesales
pearlsand manufacturesjewels.

“There is no doubt we filled the gap
left by Basel,” says Hakimian. “When
‘the show closed down, we were left high
and dry. While Basel had over 1,000
exhibitors, we have selected just 18
‘brands. Each has its own niche and look
‘with a strong heritage, innovative prod-

‘ucts, good reputation, and an interna-
tional reach. The spl.nt of the showisto

tryandhelpeach

* FINANCL

Above: Michael
Hakimian at the
ribbon cutting
opening of
Haute Jewels
Geneva

Right: Visitors
and gem traders

at GemGenéve
Yoko Loador; Davd Fraga
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Haute Jewels Genéve coincides with
‘Watches and Wonders and benefits
from the fact that the buyers from big
global retailers are in town. The date is
also crucial, says Hakimian, as orders
placed in April can be fulfilled in time
for the Christmas season.

But there is room for both shows. In
fact, Hakimian’s operation, Yoko Lon-
don, will be exhibiting at GemGeneve in

gain accesstoi
in order to sell loose pearls and manu-
facturing services.

“We are not competing with Gem-
Genéve at all,” says Hakimian. “I liaise
c]nsely w1t]1 them and we share our
strategies.

‘Hakimian feels there is still a need for
Asian and American shows and that
smaller and more focused exhibitions
for specificsectors will springupin Asia,
the Middle Eastand America.

“The day someone creates ashow that
can bring all the high end jewellers
together, 1 will book a booth,” says Hak-
imian. “Ididn’tstart outas an exhibition
organiser and never thought 1 would be
designing showcases, lighting systems
and overseeing security and we don’t do
this as a profitmaking venture but
because our industry needs it. Our third
edition is already sold out as everyone
rebooked. Iama very busy man.”
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Assay Mandatory standards aim to boost jewellery
exports and give consumers more confidence in the
purity of gold they buy, reports Caroline Palmer

Hallmarking
set to bring
order to India’s
gold frading

oone is sure how many jew-

ellersthere are in India. The

AllIndia Gem and Jewellery

Domestic Council (GJC),

‘which represents jewellery
retailers in the country, puts the figure
at between 300,000 and 350,000. What
is certain is the importance of the sector
to the country’s economy and its cul-
ture. The gem and jewellery market is
the second largest in the world, contrib-
uting roughly 7.5 per cent to gross
domestic product, 15 per cent to mer-
chandise exports, and directly employ-
ing10mn people.

So, when, in June 2021, the govern-
ment introduced mandatory hallmark-
ing for all gold jewellery into a sector
that embraces both the village jeweller
in a tiny workshop and the big glossy
stores of Mumbai or Delhi — plus every-
thing in between — the challenges were
always going to be complex.

The rule change was the culmination
of more than a decade of dialogue
between the government and the indus-
try. Hallmarking has been voluntary
since 2000 but only 30 per cent of jewel-
lery was sold with marks that certify the
item as being particular caratage —
whether 18ct or 22ct, forinstance.

Oneof the prime movers behind man-
datory hallmarking has been the world
Gold Council, which believes modernis-
ing the sector could boost jewellery
exports and give consumers more confi-
dence in the purity ofgold they buy.

This issue of trust is at the heart of the

new regime and has become more
pressing as societal changes affect how,
and where, consumers buy their gold
jewellery. “While people trust the jewel-
lers, there have also been many, many
cases where people always expect —
even if it is their own jeweller — that
[when] heis tellingme [a piece of jewel-
lery] is 22ct, it is really not 22ct,”
explains Somasundaram PR, the
regional chief executive of WGC’sIndian
operations. “The point is I get a benefit
that when I go back to him [to sell the
piece] he cannotsayitisnot22ct.”

“There is not absolute trust in purity
and price,” he says, but also notes that
gold transactions in rural areas were as
close to a banking service as the locals
could get. “There was never a bank in
those places, so gold was actually a
financial inclusion tool.”

Research by the WGC has shown that
when consumers go to sell their pieces
to a jeweller from whom they have not
bought, “80 per cent of them found it
was under caratage. It need not neces-
sarily mean the jeweller actually

‘There was never a bank
in those places, so gold
was actually a financial
inclusion fool

Somasundaram PR,
World Gold Council

cheated them,” says Somasundaram
PR, “it is also possible the bar itself did
not have the right standards. But then
‘whodoyou blame when the entire chain

He is referring in particular to the
period before 1991, when gold imports
‘to India were banned. At the time, buy-
ers would tolerate impurity by sellers,
given the problems of sourcing gold.

‘Pure, 24ct gold is too soft towithstand
‘wear, so, for jewellery making, it is gen-
erally alloyed with other metals. As the
Bureau of Indian Standards (BIS),
‘which is overseeing the introduction of
the hallmarking regime, points out in a
recent briefing paper on mandatory
‘hallmarking: “The need for alloying of
gold . . . makes the public extremely
vulnerable to excessive adulteration.”

The BIS also acknowledges the com-
plex nature of Indian jewellery, which is
mainly made of high caratage gold but
‘with numerous soldered joints of much
lower caratage. This makes determining
its purity even harder.

Inaddition, 24ct plating of low carat-
age jewellery is common. “The con-
sumer, though well aware of such mal-
practices, still has no option but to sub-
mit himself to repeated cheating by
unscrupulous traders,” it states.

The hallmarking scheme has been
fraught with problems, however. Two
months after its launch, most of India’s
jewellery stores staged a one-day strike.
Jewel]ers uh]ecled to the way the system

wa d, but their anger

‘was mainly directed at the hallmarking
unique ID (HUID). Described by the
‘WGC as potentially “transformative for
the jewellery sector”, it is a laser mark
that assigns an alphanumerical code to
each piece of jewellery, to show the iden-
tity of the seller and the assay centre.

Its introduction slowed the hallmark-
ing process down considerably, though,
with jewellers unable to sell their pieces
without the hallmark. As a result, its
scope hasbeen pared back for now, with

New Indian gold hallmarking

Four marks will have to be on every piece
of gold sold to avoid mis-selling

3-digit

number fo show

Bureau
of Indian
Standards logo

gold purity

Source: BCCL *Purity standards have

All that glitters: the complex nature
of Indian jewellery makes the purity
of its gold hard to determine

Hindustan Times va Gefty Images

standard

Jewellers
unique
identification

Assaying &
mark

hallmarking
centre’s mark

only been rolled out for 1act, 18ct and 22¢t gold

the HUID imprinted on jewellery and in
the digital records of assay centres, but
not integrated with the records of jewel-
lers or manufacturers. It is a concession
that will please those jewellers that had
raised concerns about privacy.

Ashish Pethe, chair of GJC, which
helped persuade the government to
phase in hallmarking so that infrastruc-
ture, including new assay centres, could
be putin place first, says that despite the
protests, a “large part of the industry
has welcomed it [mandamry]]a]lmark—
ing] and embraced it with open arms”.

Hep 120mn pi
expectedm be hallmarked tlnsyear up
from 50mn before the pandemic.

But the GJC still has concerns, such as

radingjewellery’ di
tricts in the scheme and those yet to be
included. There are also worries about
penaltiesfor falling foul of the rules.

“In some places, the law states if one
of your pieces fails with more than 4 per
cent difference in purity declared, your
registration can be cancelled. An
extreme step and the person can go out
of business,” says Pethe.

However, he praises the government
pEEnEee tn the mdustry 5 concerns

these issues will be resolved

According to WGC, there will be con-
sequences, though. These include
increased costs for small retailersin par-
ticular — which could lead to consolida-
tion and “a more organised and formal
jewelleryindustry”.

Indian jewellers steer clear of Russian rough diamonds

Cutters and polishers
strengthen traceability
to retain business,
writes Milena I.azazzera

size of the diamonds when cutters and
polishers buy directly from such places.
Dlmexon. an Indian cutter and pol-
isher sp in melee di i
one of the companies that buys direct
from miners. In addition to a database
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Speaking at the St Petersburg Interna-
tional Economic Forum in June, Sergei
Ivanov, president and chief executive of
Russian diamond miner Alrosa,
announced that the company wasmain-
taining its originally forecast output of
34-35mn caratsin 2022 — above its 2021
production of 32.4mn carats.

This comes despite Western jewellery
brands vowing after Russia’s invasion of
Ukraine to stop sourcing from Alrosa —
which, up to 2021, supplied one-third of
the global annual total of 116mn rough
diamonds. It also highlights the chal-
lenges for suppllers md traders under

atbay.

Caught mthe middle are the Imn cut-
ters and polishers of the 4,000 firms
based in India, a country that handles
more than 70 per cent of all diamends
and whose political elite has long
courted close tieswith Russia.

“There is a massive loophole, as once
a rough diamond [the sole object of
sanction] has been polished in places
like India, according to the sanctions it
has been transformed enough to
become of Indian origin,” notes Tobias
Kormind, managing director of
77diamonds.com. He refers to the prin-
uple of “substantial transforma-
tion” which allows changing the Lo
place of origin of goods to where
theywere processed.

Nevertheless, some Indian |
polishers and cutters serving |
‘Western jewellers have been r..
keen to support brands’
pledges that no Russian '+
stones would tarnish their cli-
ents’jewels.

“We adhere to the global sanctions
and make our procurement decisions
accordingly,” says Devansh Shah, part-
ner at Venus Jewel, a company specialis-
ing in cutting and polishing diamonds
from 1 to 30 carats and above. “Each of
our diamonds s individually tagged and

14

1 )/,

tracked throughout its dlamond
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stonesin:

journey from th
them as rough stones
through to the final
polished diamond”
‘4’;,: { Piyush Patel of
Dharmanandan
" Diamonds, another
Indian facility specialising in
large diamonds, praises the industry’s
IT prowess in tracing the stones’ prove-
nance.

The groundwork for such a system
was laid during the early 2000s, when
concern over conflict “blood” diamonds
led to the implementation of the Kim-
berley Process certification scheme.

proof containers —

Big business: 1mn cutters and
pollshers are employed in 4,000

in India

ments of origin issued by governments.

Moreover, prominent jewellers have
‘taken responsibility for addressing con-
sumers’ concerns by participating in
various industry-backed certification
schemes and trying technological solu-
tions, such as blockchain.

For example, De Beers has begun
‘tracking diamonds weighing 1 carat or
more from mine to market using Tracr,
asystem based on blockchain and artifi-

India handles more than
70 per cent of all diamonds
and its political elite has
long courted close ties

then registered on the Tracr platform.
Asthe diamond is cut, polished and fur-
ther appraised, more images and infor-
mation are added to its digital identity.
Last year, De Beers p d a collec-

system that tracks all its diamonds,
Dimexon issues written confirmations
of the non-Russian origin of its stones.

“Ironically, we had a low single-digit
percentage input from Russia and as
such were never overly dependent on
Russian supplies,” says Vishal Mehta,
Dimexon’s director. But he expects
sanctions will put pressure on prices.
“We face increased competition, within
our suppliers, from those manufactur-
ers who had a high Russian dependence
and are looking for alternate sources.”

Cutters and polishers concur that, if
prices have not dramatically increased
so far, it is thanks to subdued demand
from China, mired in its zero-Covid pol-
icy and yet to reopen. But diamond ana-
lyst Paul Zimnisky believes that there
will be some supply shortages of non-
Russian diamonds over the next 12
months, with consequent pressure on
prices, as the West and Japan account
for about three-quarters of global dia-
mond demand.

Meanwhile, some jewellers, such as
London-based Moussaieff, have had to
adapt to the limited supply. “There are
less goods available for higher prices,”

: ieff, “S 1

y Alisa
ours which are mostly mined in Russia
are extremely scarce.” As a result, she
was forced to look elsewhere for new
suppliers who have different sources.

Zimnisky says: “Whatultimately hap-
pens is the ... supply chain will
become bifurcated between non-Rus-
sian di ds and Russian di: d

tion of eight fully traceable rings weigh-
ingmore than 5 carats.

‘While it is easier to imagine howlarge
stones can be segregated, the task seems
daunting for the tiny melee diamonds
used in pave settings, which are usually
traded in bulk rather than individually.

Yet, in trading hubs such as Antwerp,
rough diamonds arrive in sealed
batches sorted by size and bearing
details of the mine of origin. So granular

cial intelligence. . .
Once mined, a rough dlamond is with Russia
scanned, d, and P
* FINANCIAL TIMES

does not decrease with the

Once the industry adapts, non-Russian
goods will be sent to the Western con-
sumer markets and Russian
goods . . . totherest of theworld”

Eddie LeVian, chief executive of US
jewellery brand Le Vian, agrees — add-
ing that “the Chinese are able to absorb
that (Russian) supply even in their cur-
rent choppy environment”.

The challenge will therefore move on
to tracing Russian diamonds from the
secondary market.

Friday 7 October 2022
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Exhibition The family retailer-turned-designer wants to showcase Liverpool’s creative industry and the company’s early years, says Kate Youde

display

oodles chair Anthony Wain-

wright liked to keep his fam-

ily jewellery business a step

ahead of the competition in

Liverpool. So in March 1962
hejetted to 10 cities around the world in
16 days, stopping to source beautiful
stones from dealers in India, Thailand
and Hong Kong, and pearls in Japan.

To mark the 60th anniver-
sary of the tour, his son/ =
Nicholas Wainwright,
current Boodles chair,
is making his own
journey this month:
around Europe in 10
days. Just as the jew- )
eller paid homage to
Anthony’s adventure \
with a collection last year,
so this trip will inspire ».‘&fr
new designs launching in
springnext year.

Three rings from the upcom-
ing collection will go on display at Lady
Lever Art Gallery in Port Sunlight, Wir-
ral, north-west England, this month in
Boodles’ first exhibition. Staged as partof
the gallery’s centenary, Pure Brilliance:
The Boodles story will tell how the Bond
Street jeweller grew from a shopin Liver-
Ppool, across the River Mersey from the
gallery, into a national brand creating
designs seen on aglobal stage.

The story begins on the opposite,
north-east coast, in Hull, where clock-
maker Thomas Kirk set up a business in
1798 that expanded into jewellery and

B

Boodles
jewellery
history on

Liverpool in 1889. Anthony’s grandfa-
ther, Henry Wainwright, moved from
Leicestershire to work in this shop and
boughtthebusiness in1898.

Liverpool was “a great commercial
city by that time”, says Alyson Pollard,
head of the gallery. A transatlantic trad-
ing port, its population grew from 77,653
in1801t0517,980in1891. “Jewellery and

other businesses were moving to Liver-

= poolbecause there was quitea large

middle class with more money to
spend because of this growth in
. mercantile trade,” says Pol-
| lard.
| Henry changed the shop’s
name to H Wainwright &
Sons to include his children,
Harold and Herbert, and the
family bought another Liver-
pool jeweller, Boodle &
Dunthorne, in the early 1910s.
Henry and Herbert amalgamated
7 the businesses under the Boodle &
Dunthorne name after the first world
war — which claimed Harold’s life — in
the Lord Street building that remains
the headquarters. The company short-
ened itsname to Boodles in 2004.
Anthony returned from second world
war service in Burma after the deaths of
his father Herbert and grandfather
Henryin 1945 tofind the business strug-
gling. He persevered, against the advice
of hisbank manager and accountant.
His 1962 tour included a visit to Tiff-
any & Co in New York. “He'd always
have a tape measure in his pocket . ..

other jewellers’ windows were and tak-
ing photos of what they were doing,”
says Anthony’s grandson James Amos, a
Boodles director. “He wanted to be
inspired by the bestin the world.”

Amos credits the trip with kick-start-
ing growth. Three years later,
Anthony opened a second branch, in
Chester. Today, Boodles has five
shops in London, four in nerthern
England and one in Dublin.

Boodles was aretaileruntil it
took on a full-time jewellery s’
designer, Rebecca Hawkins, in P
1990. Now all jewellery is =
designed in-house in Liverpool. Hawkins

the exhibition, which runs
from October 22 until March 5.
1t features diamond-encrusted
mol:ifs inspired by the Gude -
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Clockwise from above: photo album from Anthony Wainwright’s 1962
stone-sourcing journey around the world; James Amos; a special
bracelet made for the exhibition; the Greenfire necklace — soodes

keth Lever to house workers from his
soap factory (later Unilever). It is not
known whetherhe bought from Boodles,
but he did inspire Anthony. The late

T

in Pre-Raphaelite paintings in the

" collection. Also being displayed is the

emerald and diamond Greenfire
necklace worn by Helen
Mirren in the high- octane |
film Fast & Furious 9.

The gallery is in the
model village built by its

wlule the gems aquamarines, §
it morganites, kunzites, green beryl © g
*;j and yellow beryl — reflect colours 3 =%

-

\ |

- chair paper onjewellery
marketing, “it was the first Lord
Leverhulme who once stated he

#5 | knew at least half of Unilever’s
massive and very successful
advertising budget was com-
pletely wasted. When
challenged by share-

holders. . . he replied

with a smile that he

did not know which

half it was!” Boodles

exhibition brochure it is distributing to
12,000 UK customers will not go to
waste.

AAmos says the show helps “further to
establish our history as an important
part of what we do [and] as a building
block for . . . the future”. Boodles will
replicate panels from the exhibition in
the basements of its Liverpool and Bond
Street shops, and display key pieces.

Amos says Boodles has realised that
“it’s increasingly useful to be able to
look backwards” for brand reputation.
“We don’t have Indian Maharajas and
kings and queens of Russia having
bought our jewellery, but we do have our

silverware. Kirk & Coopenedabranchin  he’d be busy measuring up how long  has designed a one-off gold braceletfor ~ founder William Hes- will hope a 75-page  ownfamilyhistory,” hesays.
= 3 . . . C use] du Louvre betw:
!\ /l ﬂan S Alba Blgon]adelte = “,n:f."ﬁ.e.,, o
da irthatit tiara, her
x L behevesm bethe'largest Jafielte bead love of i unpresslomstarL Pastel-hued
appellieri - e
inspired by the 108-bead: Cuurt necklace | sapphires, pink spinelsand

SPFAKR-

hosts global
exhibitions

‘worn by men during the Qing dynasty in
China, in which beads were assembled
in four groups separated by four larger
beads. Boghossian’s design features
sevennatural jadeite beads each

aquamarines, are set alongside
diamond beads and white diamonds to
createa palette reminiscentofa Claude
Monet painting. Fine Arts Paris & La
Biennaleis anew annual event created
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Black DLC titanium case
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measuri 6mm, with fromth of two of France’s
thetop two connected to two leadingart fairs.
gourd-shaped jadeite fotouta.
ill ate the role of Th i, which will be
Milaninits design processina free shown firstatthe brand's Hotel gallery
hibition at the Jing buildingin Tokyd's | Hong boutiqn Cindy Chao (left) is
Harajukufashionhub from October 21- | frommid-October, also opening a permanent
30. Curated by author Alba Cappellieri, featurestrapeze and gallery in the Regent
head of jewellery and accessory design baguette-cut Taipei hotel in Taiwan
at the Polytechnic University of Milan, diamonds and small inmid-October. The
e ibition is split i hemes: | brilliantemeralds. Taiwanese jeweller
creative design, heritage of has collaborated with
craftsmanship and “whispered design teams from
elegance”. TheItalian jeweller will use REd alert the Netherlands,
theshow, named Pomellato— From DeBeers Jewellersis France, Belgium and
Milan to Tokyo: A Journey Through using red enamel for Singapore to present
Craftsmanship, Creativity and Design, thefirsttime, in her high jewellery
tounveil five new piecesinits La Gioia pieceslaunchingin creationsina “mobile
highjewellery collection. Online China in January. The ‘museum” set-up, the
registration isrequired to attend. diamond specialist is first Cindy Chao The Art
Cappellieri is also the curator behind adding twonew stylesto Jewel gallery. The pieceson
anotherupcomingexhibition, thistime | itssignature Enchanted display, which inchude jewels
for Van Cleef & Arpels. More than 250 Lotuscollection for Chinese from the Black Label
pieces of jewellery, watches and new year. A pendant and a bracelet, Masterpieces and White Label
precious objectscreated by the French bothin rose gold, will featuretherange’s | collections, are not for sale. Potential
house sinceitslaunchin1906willbeon | lotusflower motifin micropavé ‘make areservation fora
show in Riyadh between January19and | diamondsatop vividred enamel. private viewing in one of the brand’s
April 152023. Splitintothree Separately, De Beers istaking showroomsin Taipei, Hong Kongand
sections, the Time, Nature, Love inspiration from Enchanted shanghai.
exhibition at the National Lotus for a pop-upstore
Museum of Saudi Arabia launchingat Grand = =
will also feature archival Gateway 66in Shanghal Sparking auctions
documents, sketches inmid-October. Bonhams is offering 10 pieces by Tiffany
and gouachedesigns. <y &CoinitsHong KongJewels and Jadeite
The jeweller, which . : auction on 27 November. Partofa
has two boutiquesin ! Tickled Pink private collection started in the late
Riyadh, has Sotheby’sofferedone | 1970s,lotsinclude aring, estimated at
supported the 21,39 of the purest, pinkest | HK$3.2mn-HK$6.3mn, which features
Jeddah Artseventin diamondseverto al0.56ctround brilliant-cut diamond
saudi Arabia for the appearinHongKong | surrounded by fancy pink and round
pastsevenyears. thisweek. The11.15ct | brilliant-cut diamonds. Other highlights
Williamson Pink Star arean18ct yellow gold, platinum and
Yes she Chan S T e e
More than 150 pieces by vivid pink diamonds of H]er.imn) and apair of matching gold
‘Wallace Chan are going on morethani0caratstocome | earrings witha pavédiamond butterfly
displayin the second-largest to auction. Itisoutsized by the motif and gold bows (estimate HK
exhibition of the Chinese artist’s 59.60ct CTF Pink Star, whichsoldfor | $80,000-HK$120,000) made for the
jewelleryin mainland China. The $71.2mn in 2017. Sothebystoured the collector.
‘Wallace Chan: Earthly-Unearthly solo ‘Williamson Pink Star, unveiledin
ibitionisbeingheld ofthefifth | LondoninAugust, toDubai, Singapore Lo B
ChinaInternational Import Expo,taking | and Taipeiahead of the ale. Ithad Peridots history
placeat the National Exhibition and imated the di d would achi Thefree Peridot, The Past, Present &
Convention Centerin Shanghaibetween | over HK$170mn ($21mn). Future exhibition, being held in
5-10November. Itfeaturesloans from llaboration with the Fuli
Chan’s 'his latest unseen 3 5 mining company at Shenzhen Jewelry
worksincluding Pupa, a ring inspired by Finearton dlsplay Museum in China, draws toa close on
thelifecydle of abutterfly. The j v Chinese jewellery designer Feng] will sunday. The display shows how the
displayis Chan’slargest in mainland unveil 12 new pieces at the Fine Arts greenstone was treasured by the
«Chinasince hisfirst solo exhibitionat Paris & La Biennale fair in Paris next Ancient Egyptians butis also used in
The Capital Museum, Beijing,in2010. month. The jewellery on display at futuristicjewellery designs. Kate Youde

15

Watches & Jewellery

Collaboration crosses cultures and generations

Alliance Recent pieces
from Alisa Moussaieff
and Anna Hu draw on
their two traditions,
writes Ming Liu

e 2017 Paris Biennale art

fair was the first time the

eponymous jeweller Alisa

Moussaieff saw the work of

Anna Hu, a fellow
exhibitor almost five decades her
junior. It was an event that Moussaieff
will never forget.

“Not only did Anna have a nice show,
she managed to attract the press,”
Moussaieff recalls. “There was a
Chinese delegation that we tried to get
— she got them, and we didn’t. I very
much remember that.”

The following year, Moussaieff, who
is based in London, invited Hu to her
Bond Street boutique for a meeting. Hu
recalls feeling intimidated, despite
being the Taiwan-born daughter of a
gem dealer and growing up surrounded
by exquisite stones, then cutting her
teeth at Christie’s, Van Cleef & Arpels,
and Harry Winston before starting her
own brand in New York, aged 30.

Moussaieff’s reputation preceded
her, however. The house is
synonymous in the industry with an
inventory of exceptionally large, jaw-
dropping stones, and is rooted in an
illustrious gem-trading history that
dates back to the 12th century
Mongolian ruler Genghis Khan — who
reputedly was a client.

But the admiration was mutual.
Moussaieff immediately asked what
they could do together. “This was
literally before I sat down,” recalls Hu,
who recently moved to Monaco and
divides her time between there and
the US. “She got right to the point
about a co-operation concept.”

The results, in 2021, were eight co-
created jewels, which highlight the
symbiosis — both creative and
commercial — between these two
independent jewellers.

Headlining the pieces is what
Moussaieff calls the “star piece —
Anna’s star idea”: a magnificent

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=

FTA%2F2022%2F10%2F07&ts=20221006200927&uq

jewellers. Although Hu points to a
“duet chemistry” with Moussaieff —
fuelled by a mutual appreciation of
their individual, family-run businesses
— the latter’s prized gem inventory is
key to this union.

“This partnership reflects the
coming together of two high-end
players with a focus on large, highly
prized gemstones, targeting wealthy
buyers,” says Tobias Kormind,
managing director of the online
jeweller 77 Diamonds. Important
stones, he adds, are increasingly seen
as a store of wealth in tumultuous
times, as “the stock markets have
gyrated massively: through the
financial crisis in 2008, during Covid,
and now with the war in Ukraine and
all the macroeconomic issues this has
caused”. High quality gemstones
traditionally perform well in an
inflationary environment, he notes,
with prices for some of the highest
quality diamonds rising by more than a
third in the past year, and almost 60
per cent in five years.

The eight co-created pieces are
priced upwards of seven figures each
and only some have sold. More are
being added, says Moussaieff, who
does not seem overly concerned about
sales at the moment — and hints at

Taking flight: Anna Hu (left) joined with working with other designers in the
Alisa Moussaieff (bottom) to create a series  future.
of eight high-end pieces combining the Wwith Hong Kong scrapping its

former’s unique design style and the
latter’s tradition of exceptional stones. The
titanium Metamorphosis butterfly motif
bracelet, features a mix of coloured
diamonds, garnets, tourmalines and
sapphires, topped with a 35.4ct brown
marquise diamond — Francois Goize: Al Knax

z

quarantine rules last month, and more
wealthy clients starting to travel again,
she is optimistic about
unconventional, design-led jewels —
like the Sky Tower — finding a buyer.
Plus, she adds: “If it doesn’t sell after
one year, I take out the diamond and
put itin one of our traditional
mountings. But I [would] like to have
this sold because 1 believe in [Anna’s]
mounting.”

Perhaps Moussaieff sees something
of her younger self in Hu — her passion
and initiative as both a creative and
business owner. “She’s quick, she’s
vivacious, and a pleasure to work
with,” says Moussaieff, who admires
Hu's recent travels to the US to meet
Chin lients, who i il reside
abroad. “She does things before we
even think about them. That is really a
great advantage.”

Meanwhile, the 90-something

=20220804103507
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utanium Metamorphosis Dracelet set
with a harmonious smorgasbord of
coloured stones — brown, yellow-
brown, and yellow-orange diamonds;
mandarin, orange, and demantoid
garnets, Paraiba tourmalines and
sapphires, among them. The piece
takes inspiration from Mozart’s 12
Variations on “Ah, vous dirai-je, Maman”
(music is a recurring theme for Hu, a
cellist). The butterfly motif bracelet is
topped with Moussaieff’s exceptional
35.4ct marquise brown diamend,
alongside a pair of old-cut, trapezoid
diamonds, each more than five carats,
set on the butterfly’s wing. Hu first saw
the two stones set in a ring and asked

O

Moussaieff i they could be broken up
and remounted into her design.

Moussaieff didn’t hesitate. “Nobody
else can do that because everybody else
has aboard of directors above them,”
she says, adding that she found the idea
“financially quite clever”, too. “The
ring would have sold for “X’ amount
and now, in this combination, the
whole piece will be sold for more. Soit’s
not a sacrifice.”

Another standout piece is the
architectural Sky Tower necklace for
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‘which Hu took inspiration from Tower
‘Verre, a 320m-tall skyscraper adjacent
‘to New York City’s Museum of Modern
Art. Crafted through geometric slices of
titanium and featuring an intricate,
classic Chinese motif on the underside,
‘the design speaks to Anna’s signature
merging of east and west touchpoints.
Meanwhile, a whopping 102.18ct
‘brown-yellow diamond centre stone is
Moussaieff’s hallmark. Had they been
designing independently, says
Moussaieff, Hu would have used a

g

semi-precious centre stone, while
Moussaieff’s jewel would have been
notably heavier.

“Traditionally, a 100-carat stone
‘would demand an important
number of stones around it — and
‘would getit,” says Moussaieff. “But,
here, Anna used small
diamonds and titanium.”

Design collaborations are
commonplace between
talents in fashion and even
watches, but rare between

MOUSSaleIT 18 MOTe IIKe 3 MENLOT to H,
who says the two speak nearly every
day. Topics range from stone colour
tendencies, to the gem market — such
as this week’s momentous Sotheby’s
sale of the 11.15ct Williamson Pink
Star, one of the world’s pinkest and
purest diamonds to come to market —
and to chatting about their children.

“For me, it’s really to learn from
someone who is so clever, so brilliant,
so sharp and cut-throat,” says Hu. “I
take that as the most priceless lesson. I
really cherish every single second that
she spends time with me because I
know it’s historical. This won’t be
repeated.”

A century of surrealism on show

Jewellers seek
inspiration from
surrealist designers,
writes Melanie Abrams

surrealism — the early 1900s
movement that embraced unu-
sual combinations and the
unconscious, and among
whose pioneers was Salva-
dor Dali — is having a
moment at art fairs, in =
museums and on cat-
walks. And, now, jewel-
lery is sharing in this "
surrealist spotlight, ina J
travelling show from the

Vitra Design Museum in Germany,
which opens at the London Design
Museum on October 14 and runs until
nextFebruary.

Called Objects of Desire: Surrealism
and Design 1924-Today, the exhibition
explores the influence of the movement
on design through around 350 objects.
‘Among those on show are Dali’s lobster
telephone and a blue-glass beaded eye
and faux-pearl teardrop brooch, origi-
nally designed in 1937 by Jean Cocteau
for Elsa Schiaparelli and remade by him
in1952.

Indeed, contemporary jewellers have
long been inspired by surrealism, a
movement that is “all about disrupting
expectation and breaking the rules”,
says Kathryn Johnson, curator of the
Design Museum’s exhibition.

New York-based Taiwanese jewellery
designer Anna Hu has adapted the

scover the

runny lines of Dali’s melting watches
from his painting, The Persistence of
Memory, on a crucifix — adding a fluid
edge of silver-grey diamonds and aqua-
marines to the traditional cross lines for
her Beethoven Moonlight pendant.

Yet, alongside the creative inspira-
tion, surrealist designs have a
business
value for
contempo-
rary jewel-
lers, too.

- “Surreal-

- ism is one of
those things that people can under-
stand, whether someone is an art aficio-
nado ornot;” says Los Angeles-based jew-
eller Sonia Boyajian. Her surrealist collec-
tion, with pieces named after various art-
ists, includes a ceramic Rene butterfly
brooch pin —the wingsglazed witha
skymotif;and skies that
feature in the paint-
ings of Belgian art-
istRené Magritte, a
leading figure in
the Surrealist
movement known
for his reality-dis-
torting paintings.
“There’s reality
and then there’s
social media, and that
whole thing is surreal, if
you ask me, because we are no lenger
connected to what is real and what is
not,” says Boyajian, who created her
Surrealist Collection in 2017 after read-
ing Dali’s autobiography, The Secret Life
of Salvador Dali. “Everything is like this
idea, and we don’t know any more what

CLASSIC WINSTON COLLECTION

#HarryWinston
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the truth of A
theideais.” B
Alexander
Pertot, co-
founder of the
Swiss artjewellery
house Gems and
Ladders, said that its repro- "
ductions of artist Meret ' °
Oppenheim’s sketches and
designs in 2014, such as her fur
bracelet — included in the Lon-
don Design Museum show — kick-
started the business. “She’s a well-
known artist, especially in central
Europe, Germany and Switzerland, and
this helped to create attention around
‘what we do,” he says. While Pertot
declined to disclose its revenues, the
Oppenheim pieces now make up
‘between 25 and 30 per cent of the busi-
ness, with the sugar-cube ring
its bestselling piece,
racking up 70 sales
since2014.
Paris-based jew-
eller Lorenz
Biumer, founder of
Maison Biumer
‘Venddme, has been
using surrealist
works and tech-
niques since the 2003
sale of writer André Bre-
ton’s art collection in Paris.
He saysit makes hiswork distinctive. “It
puts you in a spot where you don’t use
‘the same techniques, as perhaps you'd
sketch around a stone, or you'd make a
specific design for a necklace. There, it’s

3 ) thing —
et it’savery

" N . different

4 = way of creat-

ing jewellery,”

says Biumer, who has

designed jewellery for
Chanel.

He offers several examples: his
rose brooch with a diamond dewdrop,
which references American avant-garde
photographer Man Ray’s iconic shot of
glass tears; his Kiss of the Bee ring,
which used automatic drawing; his free
association where he “put together ran-
domly all these elements”. Also, the
mouth, Dali’s brooch with pearl teeth,
features a bee. “The fact the bee stings,

Clockwise from above: Dali’s
Metamorphosis of Narcissus 1937;
Dali’s lobster telephone; Meret
Oppenheim x Gems and Ladders fur
bracelet; Jean Cocteau’s Schiaparelli
Eye brooch; Sonia Boyajian’s Rene

retailer Net-a-Porter in 2018, led to him
creating his first high jewellery collec-
tion in May, “because the demand was
there”. The crystal-quartz version sold
out to the luxury etailer’s private VIP
customers before they evenhit the web-

the fact that it’s such an i ani-
mal symbolically, and why would it lan
on somebody’s mouth which is some-
thing that would make people [feel]
very uncomfortable but at the same
time beautiful,” he says.

Jewellers agree that
their surrealist-in- -~ < -
spired designs attract WT
anewtypeofart-collec-
tor client. As Matthew Har-
ris, founder of Mateo New York,
puts it: She “definitely has deeper
pockets and she’s not scared of wearing
something interesting. She doesn’t have
amillion Cartier bracelets on.”

Last month, Harris reintro-
duced aneye pendantwitha 4
0.21-carat diamond tear- ‘e
drop at $5,250, based on Dali’s 1945
painting, The Eye, but feminising
the eye shape adding diamonds and

about finding elements and lettingyour ~ a teardrop. Indeed, his earlier limited-
‘brain wander and comi i edition pend. made for online
* FINANCIAL TIMES
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brooch pin —ssacer Dali

London

site, tothejewellery designer.
Yet there are challenges with surreal-
ist-inspired designs as they can be less
easy to sell, according to Paris-based
jeweller Lydia Courteille. She has yet to
sell her Dali- and Schiaparelli-inspired,
18ct yellow-gold, orange sapphire and
black diamond lobster earrings, with
hanging fire opal, and afew other pieces
from her Homage to Surrealism collec-
tion from 2012. They are large — 7.5cm
long by 2.5cm wide — and “people are
looking for things to wear every day”,
she says. “There are not enough collec-
torstosell these thingsto.”
As to the future, jewellers are still
seeking inspiration from surreal-
ist designers, such as Joan
Miré for Gems and Lad-
ders, and Yves Tanguy
for Biumer. And, with
the centenary of Breton's
first Surrealist Manifesto in 2024, the
value of these surrealist-inspired
designscould pay dividends.
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