2022/10/31 22:09

MONDAY 31 OCTOBER 2022

'\% LEO LEWIS, PAGE 18

@ Surge in global prices likely ® Food shortages loom in east Africa @ US deplores ‘outrageous’ step

Russia’s ditching of Ukraine grain
deal ‘catastrophic’ for poor nations

POLINA IVANOVA — BERLIN
EMIKO TERAZONO — LONDON
ROMAN OLEARCHYK — KYIV

Russian president Vladimir Putin’s deci-
sion to quit the deal that allowed
Ukraine to export millions of tonnes of
grain will lead to a fresh jump in global
food prices, with “catastrophic conse-
quences” for poorer nations, experts
havewarned.

Moscow ded its partici

affected. They included 95 that had
already left its ports and were waiting at
the inspection site before unloading,
101 awaiting inspection before collect-
ing grain and 22 that were loaded and
ready tosetsail.

The Kremlin’s announcement sur-
prised grain traders and analysts who,
while doubtful that the deal would
have been renewed beyond its mid-

in the UN-backed deal with Kyiv this
weekend. The US called it an “outra-
geous” action that risked fuelling star-
vation. Moscow linked its decision toan

ber end point, had not expected
asuddentermination.
“we’ll see a substantial spike in
prices” as a result, said Andrey Sizov,
managing director of Black Sea grain

attack on ships in the port of p
part of the territory Russia annexed
from Ukraine in 2014. Ukraine said that
was a “false pretext”.
Ukraine’sinfrastructure ministry said
218 ships had been immediately

sia’s move wasits io”.
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Japan’s empty homes are a lesson

grain and other food preducts. “In the
good times [this] would be bad but, in
the current state of the world, it's some-
thing that needs to be resolved as soon

aspossible,” hesaid.
SovEcon, adding that Rus- The International Rescue Committee,
a itarian agency, warned of “cat-
at the i ¥

Arif Husain, chief

UN World Food Programme, said “doz-
ens of countries” would be affected.
Ukraine is a major global exporter of

“Tl;e ‘UN-brokered dea‘l brought a ray
of hope — now this hope is shattered
again,” said Shashwat Saraf, IRC’s east
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Are we heading towards a global chip war?
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FT investigation. How
Russia secretly takes grain
from occupied Ukraine —
one shipment's paper trail
exposes the hidden trade
The Big Read, Page 17

Africa emergency director, adding that
the poorest nations such as Yemen and
Somalia would be particularly affected.
East Africa relies on Russia and Ukraine
for much of its wheat imports, he said.
The UN had not billed the agreement,
which was thrashed out this summer in
Istanbul, as a scheme for sending grain
directly to poorer nations but as a pact
that made grain more accessible to all by
lowering market prices. Under the plan,

» Tesla held talks with
Glencore on taking stake
Negotiations that started last year
and continued into March ended
in failure but they illustrate how
carmakers are seeking to build
ties to secure materials.— PAGE &

» Mourning in South Korea
President Yoon Suk-yeol has
declared national mourning after
more than 150 people died ina
crush in a Seoul nightlife district
on Saturday night.— pace 2

» Berlin energy debt block
Finance minister Christian
Lindner has rejected common
borrowing by the EU to tackle the
crisis, saying it was cheaper for
states to raise debt.— PAGE 3

Moscow guaranteed safe passage for
cargo ships carrying grain coming from
ports in the Black Sea that had previ-
ously been blocked by its war in
Ukraine.

US secretary of state Antony Blinken
said the deal had allowed 9mn tonnes
of food products to be exported, bring-
ing down global prices that had soared
following Russia’sinvasion of Ukraine in

February. He urged “all parties to keep » Irish premier hits out

this essential, life-saving initiative Taoiseach Michedl Martin has

functioning”. said political deadlock in
Turkey’s defence minister said he was Northern Ireland shows the

in talks with his Russian and Ukrainian
counterparts in an effort to save the
deal. Moscow is ready to supply 500,000

region’s governance system is
“not fit for purpose”.— Pace &

tonnes of grain directly to poor coun- » EU shoppers tighten belts
tries in the near future, the Tass news High-frequency data indicators
agency reported, citing the Russian agri- have shown that car sales, box
cultural ministry. office takings and hotel bookings

are all down and major purchase
plans are being put off.— Page 2

Brazil decides
Bolsonaro and
Lula face off

Voters in Brasilia queuing at the polls
yesterday in the final round of Brazil’s
presidential election.

A tight result is expected in the run-
off contest between rightwing populist
Jair Bolsonaro, the current president,
and leftist former leader Luiz Indcio
Luladasilva.

The pair have radically different
visions for the future of Latin America’s
most populous nation. Bolsonaro’s sup-
porters believe he is a defender of tradi-
tional values, while Lula, who governed
for two terms between 2003 and 2010,
has assembled a broad cealition includ-
ing centrist politicians. His followers
argue that Bolsonaro poses a threat to
democracy.

In an ill-tempered final televised
debate each candidate accused the
other of lies.

» Accounts rules defended
Rich Jones, head of the US
accounting standards body, has
hitback at critics who charge that
the organisation is too slow at
making new regulations.— pacE 8

Long Covid effect
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There were 105mn more disabled
working-age Americans in August against
January 2020. Some have lcft the
workforce, but there has been a surge of
disabled people in work sinee the start of
the pandemic, probably due fo long Covid
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Workers flee Foxconn’s iPhone plant as

China locks down dorms to quell Covid

RYAN MCMORROW — BELIING
GLORIA LI — HONG KONG

workers fled the world'slargest iPhone
factoryin China this weekend as a coro-
navirus outbreak spread and authori-
ties imposed quarantine restrictions.

The Foxconn plant in the city of

deteriorated, with food and medical
supplies running low and people being
locked in dormitory rooms for quaran-
tine — causing hundreds toflee on foot.
“Itwas total chaosin the dormitories,”
said a 22-year-old worker surnamed
Xia. “We jumped a plastic fence and a
metal fence to get out of the campus.”
“My co-worker was taken away for

Zh hou is the latest i

‘behobbled by President Xi Jin-

. My elder sister is locked in
her dorm room,” said Cao Zhigiang, an

bling to organise buses to take workers
home and into centralised quarantine,
after social media were flooded with
scenes of people tramping down the
highway. Hundreds of workers regis-
tered in social media groups to share
rideshome.

“Twill never go back to Foxconn,” said
aworker surnamed Xu who escaped the
plant at 2am yesterday. “They don’t
have humanity there.” He and four

Australia AST00GneGST) | ping’stough zero-Covid policies. assembly line worker. “My homeistoo  friends were walking more than 200km

China RME30 Workers said the area surrounding  fartoruntosoI'mstuckhere” totheir homes, he said.

HongKong His3s | the plant had been locked down for Tens of thousands of workers nor- Zhengzhou city officials said on social

Inda Rup220 | days, with public transport closed and  mally live at the plant, which shipped  media: “Foxconn will goall out to ensure

Indonesia Rpi5000 | many roads blocked off. They said Fox-  $32bn worth of electronics abroad in  the smooth and safe return home of all

Japan ¥650nc XY | conn had strictly lled 2019, toathink-tanklinkedto ~ Foxconn employees.” The city publis-

Kocen] WAS00 | and used daily Covid testing and quar-  China’s commerce ministry. It haslong  hed a message from Foxconn promising

:a:"”’ m"m"lg antines to try to contain the outbreak  drawn young workers from villages  to “improve the living and work condi-

P:‘ihm:ls P:: = hil inuing iPhone producti hroughout the Henan region, withlocal  tions” for employees willing to stay.

S pp = Five workers who spoketothe Finan-  officials helping to recruit them. Foxconn did not respond to the FT’s

ingapore S$580ncGSTY N - N - - es

Taiwan NTS10 cial Times said that the situation had Yesterday authorities were scram-  requestfor comment.
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6th Edition: Strategies for a new geopolitical
and economic reality
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voices on economics will come together at the FT's flagship
digital conference fo discuss the prospects for growth in a disrupted
world and debate what’s needed to suppoert economies and
businesses,
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Sir John Sawers, former Chief of British Intelligence Service (MI6)
Warren East, CEO, Rolls-Royce
Kristin Magnusson Bernard, CEO, Férsta AP-fonden (AP1)
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Spending data

European consumers tighten their belts

Cost of living crisis takes
its toll on major purchases
and leisure bookings

VALENTINA ROMEI — LONDON

European consumers have begun to cut
back on discretionary spending as rising
energy bills and interest rates push up
the cost of living, in the latest evidence
of the mounting strain on the conti-
nent’seconomy.

Car sales, box office revenues and
hotel bookings are all falling, according
tohigh-frequency data indicators, while
consumers have rapidly scaled back
plans to make major purchases.
Although the overall amount spent by
consumers has continued to rise in

recent months, the quantity of goods
purchased is falling as inflation bites,
sales datashow.

Melanie Debono, senior E:

though its president, Christine Lagarde,
insisted that policymakers were not
“oblivious” totherisk of a recession.

the US and Spain continued to expand in
the third quarter, but France’s growth

was driven by mvestmem wh]le house-
hold

P

P are
feeling the p power squeeze”,

omist at Pantheon Macr
said: “Consumers are tightening their
belts, preserving income for heatingand
other necessities.”

Alternative data have become wndely

said Bert Colijn, an economist at ING.
“Clearly, the consumer has to make
choices aboutwhatto spend on.”

The outloak is similar in the UK.

watched since the start of the
as they offer a more timely gauge of
activity than official data, although they
areless comprehensive and reliable.
Consumer sentiment has dropped
sharply as economists warn that many
European countries face recession.
Despmethls.ﬂle European Central Bank
is persisting with raising interest rates to
tackle raging inflation. Last week it
imposed a 0.75 percentage points rise,

Maxim Ry at rating
agency S&P, axpems ‘consumer spend-
ing to contract over the next few quar-
ters, leading the broader UK economy
into amoderate technical recession”.

Nathan Sheets, global head of interna-
‘tional economics at Citi, expects aseries
of “rolling recessions” with downturns
inthe euroarea and the UK late this year
andin the US inmid-2023.

The economies of Germany, France,

Spain’s consumer spending was still
more than 5 per cent below its pre-pan-
demiclevels.

European consumers’ intentions of
spending on major goods, such as cars
and houses, are at their lowest levels for
two decades, excluding the early
months of the pandemic.

Discretionary spending is the most
easily cut. In September and October,
spending in cinemas in Germany,
France, Italy, Spain and the UK dropped
59 per cent below the pre-pandemic
norm, defined as the same period in
2019.

Hotel bookings were lower in October

than throughout the spring and the
summer, relative to 2019 levels, accord-
ingtotravel industry company Sojern.

Similarly, AirDNA, which tracks
short-term lets via Vbro and Airbnb,
found that mementum “paused” in Sep-
tember, with the number of nights fall-
ing back below pre-pandemic levels
after topping that level in the summer.
Nights booked for future travel also
declined.

With inflation high, consumers are
getting less for their money. In August,
overall EU consumer spending was
9 per cent higher than the same period
last year but the quantity of goods pur-
chased was1 per centlower.

similarly in September, UK shoppers
spent 4 per cent more than the previous
‘year for 7 per cent less in quantity.

Climate capital

EU-US trade
rift over green
subsidies and
jobs heatsup

FT REPORTERS

The threat of a trade war between the
EU and the US over the Biden adminis-
tration’s $370bn climate legislation has
stepped up, as France estimated it
would lose €8bn as businesses were
given incentivesto shift to the US.

Brussels is demanding that products

made in the EU bloc should have access

to the same subsidies as the US is offer-

ing to a range of industries to spur green

lechrmlogles and tackle mlbnn emlsf
its Inflation Red

The IRA measuresinclude tax rebates
for buyers of US-made electric cars, as
well as a series of other significant
industry credits for domestic clean
energy initiatives, such as solar, wind,
nuclear and carbon capture technolo-
gies, Paris claimed it would lose €8bn in
investment as operations are relocated
to the US to take advantage of subsidies
forlocal production, diplomats say.

While most EUmember statesare still
calculating the potential damage, the
bloc countries agreed on the need for
Brussels to push for “tangible and con-
crete” measures, at a meeting of ambas-
sadors last week, they added.

French president Emmanuel Macron
and German chancellor Olaf Scholz
reportedly also found agreement at a
meeting on Friday about a European
response to the US action that encour-
agesits citizens to “Buy American”.

The trade tensions have developed
despite the Biden administration’s
attempts to improve its relationship
with Europe after four years of rancour
under former president Donald Trump.

France in particular has been sound-
ing the alarm in recent weeks that the
IRA is unfairly protectionist. French
buyers of electric cars are eligible for a
subsidy of up to €7,000 regardless of
where the car is manufactured. In the
US, an income-tested rebate of up to
$7,500 will apply to new cars made
locally. France has urged the European
Commission to respond to the IRA and
was working on options itself, said a
finance ministry source.

Reporting by Javier Espinoza, Guy Chazan,
Andy Bounds and Leila Abboud

Crowd crush
South Korea
In mourning
after tragedy

Police officers stand guard
yesterday in the Itaewon district
of Seoul, where scores of people
were killed and injured after a
crowd crush during Halloween
celebrations — seongioon romioombery

South Korea president Yoon Suk-yeol
has declared a period of national
mourning after more than 150 pecple
died and scores more were injured ina
crush in a popular Seoul nightlife
district on Saturday night.

Approximately 100,000 revellers
had gathered to celebrate Halloween in
the neighbourhood of Itaewon, an area
characterised by a concentration of
‘bars and restaurants in a series of
narrow streets and alleyways.

But a crowd surge in a tight
passageway left scores of people

workers
and passers- hyms}ungmperfﬂrmcl’}l
amid distressing scenes.

“Yoon vowed to carry out a thorough
investigation. “We had a tragedy last
night at the centre of Seoul during
Halloween that should have not
occurred,” he said in a televised speech
yesterday. The government will give its
“highest priority to the accident

rTesponses and follow-up measures.”

It is not yet known what caused the
initial surge, but eyewitnesses told the
Associated Press that people caught in
the passageway had toppled “like
«dominoes” as they fell down an incline
towards the main road that runs
through the district.

Choi Seong-beom, head of a local fire
department in central Seoul, told
reporters that “many casualties were
incurred as a crowd of people fell over
during Halloween parties”. He said
‘many of the victims were women in
their 20s.

Seoul city authorities have said that
270 missing person reports relating to
the incident have been submitted.
Emergency services are understood to
have struggled to identify victims,
many of whom were wearing
Halloween costumes and not carrying
identification.

Seoul mayor Oh Se-hoon, who was

on a visit to Europe althe time of
the incident, is

immediately to South Korea, while
presided over meetings

Election

Denmark PM
urges voters
to keep faith
despite mink
cull affair

RICHARD MILNE
NORDIC AND BALTIC CORRESPONDENT

Denmark’s ruling Social Democrats
have urged voters to look past their
botched handling of a cull of farmed
minkat the height of the pandemic and
trust them tolead through adeteriorat-
ing security situation and the cost of
living crisis as the country goes to the
polls tomorrow.

Mette Frederiksen, the centre-left
prime minister, was forced to call early
elections amid the fallout from the cull,
in which millions of mink were killed
without alegal basis over fears that they
could spread new variants of the virus,
and many had to be reburied after the
remains resurfaced.

But Frederiksen tried to regain the
initiative by suggesting an end to the
left- and rightwing blocs that have dom-
inated Denmarlk’s politics, instead pro-
posing a centrist coalition after the par-
liamentary elections.

“We want to have safe hands navigat-
ing us through the crisis, through the
turbulence,” said Jeppe Kofod, the
Social Democrat foreign minister.

The “deliberate blowing up” of the
twin Nord Stream gas pipelines near the
country’s territorial waters in the Baltic
Sea last month, the impact of Russia’s
full-scale invasion of Ukraine and the
economic situation were more impor-
tant than assigning blame for the mink
cull, he said.

Frederiksen was heavily criticised by
an official commission this summer for
ordering the killing of up to 17mn mink
without alegal basis, leading to censure
from the rightwing opposition as well as
some of her leftwingbackers.

The elections could give Denmark its
most fragmented parliament in history
as 14 parties vie for seats, with addi-
tional groups likely to come from the
autonomous territories of the Faroe
Islands and Greenland.

Frederiksen’s hardline stance on
immigration has led to the near demise
of the populist Danish People’s party,
which came in second in 2015 but is now
struggling to reach the 2 per cent elec-
toral threshold for entering parliament,
accordingto polls.

But several new parties have been
formed with tough anti-immigration
policies. They include the Denmark
Democrats, led by Inger Stejberg,
former immigration minister, who was
gwen a jail sentence last year by an

to secure resources for treating the
victims, many of whom remained in
a critical condition.

US president Joe Biden and first
lady Jill Biden issued a statement
saying that “we grieve with the
people of the Republic of Korea and
send our best wishes for a quick
recovery to all those who were
injured”. Several other world leaders
have expressed their condolences.

The incident is South Korea’s
‘worst tragedy since the sinking of a
ferry in 2014 that killed 304 people,
most of them high school students.
1t follows a stampede at a football
stadium in the Indonesian capital of
Jakarta this month, in which at least
125 people were killed.

Christian Davies, Seoul

court after being found
gu].lty of breaching her duties by ille-
gally separating some refugee couples in
asylum centres.

Recent opinion polls have given Fred-
eriksen’s leftwing bloc a consistently
small lead over the rightwing opposi-
tion. Butthey also suggest that the Mod-
erates, anew party setup by Lars Lokke
Rasmussen, former centre-right prime
minister, could play the role of king-
maker, holding the balance of power
between the left and right.

An average of recent polls gave the
leftwing bloc a 48-41 per cent lead over
the right, with the Moderates gaining
9 per cent.

The Social Democrats are polling at
26 per cent, double that of the opposi-
tion Liberals, the next largest party, and
areall but certain to become the largest
party.
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South-east Asia

Entrepreneur’s tech-style reforms disrupt Indonesia schools

MERCEDES RUEHL AND JOE LEAHY
JAKARTA

The 160 pupils at Jakarta’s Madrasah
Ibtidaiyah Al Ma'muriyah spend about
half of their school week reading the
Koran or studying Islamic script, hab-
itsand culty

Japan: Nikkei Tokyo Newspaper Printing Cenfer, Inc..
+10-5, Shinanome, Koto-Ku, Tokyo 135-0062
Representative; Hiroko Hoshino; ISSN 0915-9460

The focus on religious tuition, where
even state school students often spend

e ey

believes it can bm)sl grow'th by rarlu‘all'/
reformi sys-
tem usedmwesmm countries.

In 2019 President Joko Widodo
turned to Nadiem Anwar Makarim, a
Harvard-educated entrepreneur, to
lead the reform. Makarim, 38, who
founded delivery and ride-] hallmg

from sports equlpment to computers.
His ministry is also seeking to distribute
laptops throughout the school system,
especially to rural areas.

Critics, however, say his plan is too
ambitious, given the scarring effects of
the pandemic on education and the
short timeframe — the country will vote

superapp Gojek, one of Ind
successful start-ups, began redirecting

o e ——

for a new p in 2024. Others
argue Makarim is trying to treat the

B T e

cationactivist. “The real problem is that
instead of focusing on curriculum he
should have focused on developing and
training teachers. That is [Indonesia’s]
weakness. Fancy apps and freedoms
don’t make a difference if they don’t
knowhowtoteach.”

While 44mn students are educated in
public schools, a la:ge chunk do not
come under ’s purview. Man-

rmmant af tholnraaks nefntabr fendnd
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classes, is considered essential for build-
ing “character” in conservative Indone-
sia, which hosts the world’s biggest Mus-
lim population.

However, about 50 per cent of Indo-
nesia’s students have a literacy rate
below a minimum competency level
based on the OECD’s Pisa student
assessment programme. The figure is
‘worse for numeracy.

‘With neighbouring countries such as
‘Vietnam aggressively vying to attract
industries diversifying out of China,

d ia’s poor i
are being blamed for holding the coun-
try back. Although south-east Asia’s
largest economy has grown at about
5 per cent this year on the back of a com-
modities surge, the government

sunUUL anu wivEiaIy Syswcms anay
from rotelearning towards literacy and
numeracy testing, under a programme
known as “emancipated learning”.

Makarim, the first education minister
not to come from one of Indonesia’s two
biggest Islamic organisations, likened
his policy packages to a “22-episode
Netflix series” in an interview with the
Financial Times.

A self-described “disrupter”, Maka-
rim similarly reformed the entrance
exams for universities and gave under-
graduates the right to spend up to one
year out of four completing accredited
courses in the corporate sector.

Technology is an important part of
the changes. He introduced an ecom-
merce platform to increase transpar-
ency on the procurement of everything

* FINANCIAL TIMES
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in a country thatis for such

agemITIL UL WIS langery privawcy sy
madrassas, i the curriculum, is

radical change.
“Many teachers I speak to are con-
fused,” said Indra Charismiadji, an edu-

Nadiem Anwar Makarim: likens his
policies to “22-episode Netflix series’

handled by the religious affairs minis-
try. The madrassas educated some
10mn students in the 2019-20 school
year, says the ministry, while pesantrens,
or Islamic boarding schools, have about
4.2mn pupils. Legislation aimed at
bringing the religious institutions into
the fold, part of a broader omnibus bill,
stalled last month in parliament.
Makarim counters that many of those
religious institutions already use the
national educanon standard. The pan-
demical d a greater wi
tofind new ways to educate students, he
said. “Education became front, right
and centre. Sothat’s what paved the way
[and] gave me and my team the licence
to create these bigreforms,” he said.

INTERNATIONAL

Berlin rebuffs
EU borrowing
plan to tackle
energy Crisis

Finance minister says it will be cheaper
for nations to go italone on raising debt

GUY CHAZAN AND SAM FLEMING
BERLIN

Germany’s finance minister has
rejected common borrowing by the EU
asaway to addressthe bloc’s energy cri-
sis, saying it was cheaper for individual
states to raise debt by themselves given
the higher interest rates faced by the
European Commission.

“The financial advantage the com-
‘mission, and many member states once
hoped for from common European
debt, as opposed to issuing debt on a
national basis, no longer exists,” Chris-
tian Lindner said in an interview.

His opposition to new rounds of bor-
rowing will stoke tensions with other
member states that feel Germany has
done toolittle to forge ajointresponse to
an energy crisis that to drive
the eurozone economy into arecession.

Berlin is already under fire for its uni-
lateral €200bn relief programme aimed
at easing energy costs for households
and businesses.

This month Chancellor Olaf Scholz
reluctantly agreed to a push for an EU-

France, wastouted as a benefit. The bor-
rowing costs of Italy, Spain and Portugal
remain higher than those of the com-
mission today. The commission was
recently forced to request a top-up toits
2023 budget plans given the rising cost
of borrowing. It projected the need for
an extra €450mn to cover the higher
interest bill on EU borrowings next year,
on top of a previously projected cost of
€1.03bn for2023.

Lindner said the EU would be issuing
a “lot more debt” over the next few
years for existing programmes, so “it
wouldn’t make sense to test at what
point the market issaturated”.

In addition, the minister took issue
with planned commission proposals for
reform of the EU’s fiscal rule book,
known asthe Stability and Growth Pact.

The commission has been working on
an overhaul that would permit member
states to agree multiyear, country-
specific plans for getting their debt bur-
dens under control in conjunction with
the EU. The proposal, expected next
month, wullld simplify the SGP regime
and ly give EU countries more

‘The financial advantage
the commission once
hoped for no longer exists’

Christian Lindner

wide gas price cap, but subject to hefty
caveatsand preconditions.
Ursula von der Leyen,

leeway to deslgn their own paths out of
indebtedness — in return for stricter
oversight by Brussels.

Lindner said Germany was ready to
accept “slower adjustment paths” for
highly indebted countries as part of fis-
cal pactreforms, but there must still bea
strong focus on “consistent, step-by-
step deficit reductions”. “He sald “Inthe
current macr

president, has in recent days stressed
the need to finance ambitious new
cross-border energy infrastructure
projects, as the EU attempts to acceler-
ate its transition away from Russian gas
and boost renewables.

The IMF has weighed in with a pro-
posal last month for an EU “fiscal capac-
ity” funded by commeon debt issuance
and new income streams.

Yet northern EU countries remain
sceptical, pointing out that the pan-
demicfund was always seenas a one-off.
Lindner mad his firs it

with a high degree of uncertainty,
there’s a real need to rebuild financial
buffers and not fuel inflation further.”
Lindner leads the liberal FDP, a pro-
business, fiscally hawkish party that
governs Germany in an uneasy coalition
with Scholz’s Social Democrats and the
Greens. The party has been hit by a
string of recent electoral defeats and
this month suffered the humiliation of
being booted out of the parliament of
the northern state of Lower Saxony.
Lindner acknowledged that FDP vot-

“We shouldn’t be raising the idea of
more common borrowing by the EU at

ers were ppy with some of the
Scholz government’s economic policies.
Sume sllpporbed the idea of mobilising

every opportunity, we need
more investment,” he said.

Brussels’ borrowing costs were among
the eurozone’s lowest last year when it
began issuing pandemic bonds. The EU
sold a 10-year bond in June 2021 at a
yield of 0.086 per cent, when French
and Belgian 10-year debt was trading at
yields of 0.171 per cent and 0.146 per
centrespectively.

But EU borrowing costs have since
risen above those of France or Belgium.
EU 10-year debt now yields 2.89 per
cent, compared with 2.63 per cent for
Franceand 2.71 per cent for Belgium.

This has symbolic importance
because, when the recovery fund was
launched, the fact that the commission’s
borrowing costs were not only lower
than the riskiest EU economies, such as
Italy or Greece, but also the likes of

ic aid in this crisis and
deployTing] billions of euros to do that”.
But others were dismayed at the levels
of debt Germany wastaking on “and the
interest the state is having to pay on its
debtis growing because of inflation”.

That was why he supported a return
to Germany’s constitutional limit on
new borrowing. This “debt brake” has
been suspended since the pandemicand
many on the left think it should be
ditched completely.

“When your supporters are split, the
only response . . . is to show leader-
ship,” he said. “Part of that is insisting
Germany must reinstate the debt brake
next year. Otherwise the dam would
break and we would end up financing
everything with emergency loans.”
Additional reporting by
Tommy Stubbington in London

German industrial workers
fire warning shot with strikes

‘Germany
must
reinstate
the debt
brake next
year.
Otherwise
we would
end up
financing
everything
with
emergency
loans’

Christian
Lindner, centre,
says the EUwill
issue a ‘lot more
debt’ in the next
few years for
existing
programmes
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OLAF STORBECK AND MARTIN ARNOLD
FRANKFURT

Thousands of German industrial work-
ers walked out for several hours over
the weekend in a pay dispute as the IG
Metall union warned of more strikes if

failed toi thei

e
offer.

Europe’s largest industrial union is
demanding an 8 per cent wage increase
for 3.9mn employees in the automotive,
metal and electrical industries to com-
pensate for surging inflation. The pay
demand is the highest since 2008.

The sector is the backbone of Ger-
many’s economy and a bellwether for
pay deals in other areas. Employers
have offered a one-off payment of
€3,000 spread over SOmonths, arguing
they byri

are set to continue mtn early November
atdifferent. many.
The impact on production was lim-
ited, but the stoppages demonstrate
kers’ determination, the union said.
“The employers’ refusal to enter
proper wage negotiations triggered this
escalation,” it added. Jérg Hofmann IG
Metall leader, has warned the union
would step up strike action if employers
failed to make a better offer by Novem-
ber9, when talks are setto resume.
Eurozone pay this year has lagged
well behind inflation, which is expected
to have risen above 10 per cent for the
first time in the region when October
price data are announced today. This
hasleft many workers worse-off in real
Ixrms Economists say persistent hlgll

Id increase the likelihood of

costs and face a potential recession.
On Saturday night, employees of
more than a dozen jes including

a 1970s-style wage-price spiral and
prompt the European Central Bank to
curbinflation.

ThyssenKrupp, the sbeelmaker am‘]
Bosch and ZF, th

Peer-Michael Dick, chief executive of
Baden-'

began a rolling programme of what the
union called temporary warning strikes.
The stoppages lasted several hours and

association, said the warning smkes
were “unnecessary” and created an
additional burden for employers.
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Stormont

Irish PM calls for

Good Friday Agreement
on power sharing not fit for
purpose, says taoiseach

JUDE WEBBER AND MARTIN SANDBU
DUBLIN

political deadlock in Northern Ireland,
which has led London to announce that
it will call fresh elections, shows the
region’sgovernance system is “not fit for
purpose” and should be reformed,
accordingtoIreland’s prime minister.
Taoiseach Micheal Martin said North-
ern Ireland’s nationalist and unionist
communities had rightly been required
to share power since a landmark peace
deal at Easter in 1998 that ended three

decades of conflict over the region’s con-
stitutional status.

But unionist and nationalist pames
have often made fractious bedfell

political reform in Belfast

not be one that constantly reinforces

polarisation.”
Martin sald any changes should be
idered over the next four to five

a system of compulsory coalitions
where one side cannot govern without
the other, and Martin called for reform
of the power-sharing arr

‘years. Dublin believes reform is a mat-

ter for Northern Ireland’s parties and

the lnshandUKguvermnemswdeclde
head of last Fri-

enshrined in the Good Friday Agree-
ment.

“There’s areason why all this [power-
sharing] came in, in the early years,”
Martin said in an interview with the
Financial Times.

Butnow, nearly 25 years on, he added:
“There is room for the parties to look at
changing the system. The system does
polarise and it is not fit for pur-
pose . . . The electoral system should

day‘s deadhmfor apower-sharingexec-
utive to be formed in Northern Ireland
following elections to the region’s
assembly at Stormontin May.

The UK government responded to the
failure to establish a fully functioning
devolved administration by highlight-
ing itslegal duty to call fresh elections —
‘which no party wants — although it did
notsetadate.

The Good Friday Agreement

enshrines the principle that the biggest
parties representing the nationalist and
unionist communities must have lead-
ingroles in a power-sharingexecutive.

But it means that each community
has aveto over the existence of the exec-
utive. For about 40 per cent of the time
since the Goed Friday Agreement,
Northern Ireland has lacked a govern-
ment because one side or the other has
refused to participate.

The Democratic Unionist party, the
biggest pro-UK party, sparked the cur-
rentcrisis by insisting it would not enter
government until Northern Ireland’s
post-Brexit trading arr were

sinn Féin became the region’s biggest
party for the first time, relegating the
long dominant DUP tosecond place.

London and Dublin hope a power-
sharing executive can be in place by
next April, the 25th anniversary of the
Good Friday Agreement. US president
Joe Biden s expected to visit to mark the
occasion.

But much appears to hinge on
whether the UK and EU can reach a
compromise on changes to Northern
Ireland’s trading arrangements that sat-
isfies the DUP. Without a deal to over-
haul the protocol that the DUP deems

ible, fresh elections to the North-

scrapped.
The elections in May this year were a
milestone for Northern Ireland because

ern Ireland assembly are widely
expected to fail to secure the establish-
ment of a power-sharing executive.

US midterms

Republicans
lead polls as
voters focus
on economy
and inflation

COLBY SMITH — WASHINGTON

New polling shows Republicans hold an
edge over Democrats just over a week
before midterm elections that will
decide control of the US legislative
branch, with voters fixated on high
inflation and the risk of recession.

Republicans appear poised to wrest con-
trol of the House of Representatives, a
model released by CBS News indicated
yesterday, as the minority party has
r d leads in certain races days

Middle East. Gridlock

Netanyahu plots return ahead of latest elections

Israel's former prime minister

is likely to depend on far right,

with outcome on knife-edge

JAMES SHOTTER — JERUSALEM

For Yaron Tzidkiyahu, who runsa popu-
lar food stall in Jerusalem’s Machane
‘Yehuda market, two things matter in
tomorrow’s Israeli election: the econ-
omy and security. Unhappy with the
government’s approach, he plans to vote
for Benjamin Netanyahu.

“] want someone else, but right now
there is no one but Bibi,” he said, refer-
ring to the former prime minister by his
widely used nickname. “Bibi is Gulliver
inaland of pygmies.”

The election will be Israel’s fifth in
three-and-a-half years of political grid-
lock. Like the previous four, the pollis
widely seen as a referendum on Netan-
yahu, a polarising figure who has been
Isracl’sleader for15 of the past 26 years.

After his tenure was ended last year
by an unwieldy eight-party coalition
united mainly by its members’ desire to
oust him, the 73-year-old finds himself
the challenger for the first time in more
thanadecade.

But his push to win back power is

A

complicated by an ongoing trial on cor-  Making a peint: Netanyahu's fortunes will depend, in
ruption charges relating to hisrelation-  Benjamin part, on a far-right grouping of the Reli-
ships with wealthy busmesspeople and Netanyahu gious Zionist party, led by Bezalel Smot-
media dd rich, and the Jewish Power party of Ita-
Netanyahu has dismissed the allega-  students last mar Ben Gvir, an ultranationalist con-
tions of bribery, fraud and breach of ~week from victed of incitement to racism.
trust as a witch-hunt. But combined  behind a During the previous election cycle,
with a series of feuds with former allies  security screen Netanyahu said Ben Gvir — who used to
amassed during his years in politics,the ~ duringa keepa picture of Baruch Goldstein, an
claims have given fuel to hi ign rally who d 29 Palestini-
and narrowed his options for coalition-  in the West Bank  ans in a mosque in 1994, in his home —
building, linking his political fate ever ~ settlement of wasnot fittobe a minister.
more closely with Israel’s far right. Ariel, ahead of But as Ben Gvir’s popularity has
Pollssuggest theelectionisonaknife-  tomorrow’s soared — polls put his and Smotrich’s
edge, with Netanyahu’s Likud partyand  election grouping third behind Likud and
alliesjustshy of the 61 seats needed fora :ﬂ::‘:”m:‘“"“ id Lapid’s Yesh Atid — Netanyahu has

majority in Israel’s Knesset. If neither
his bloc, nor the one headed by the par-
ties of Prime Minister Yair Lapid and
defence minister Benny Gantz, can
reach the threshold, there are two possi-
bilities: either someone crosses Israel’s
rancorous political divide, or there is yet
another round of elections.

Dahlia Scheindlin, a pollster and
political consultant, said that if there
were to be a “surprise” from the voters

changed tack, saying Ben Gvir could
servein his cabinet.

smotrich has also made waves with
plans foraradical overhaul of the judici-
ary. This would allow parliament, with a
simple majority, to override Supreme
Court rulings striking down legislation
at odds with Israel’s Basic Laws. Tt would
also give politicians control over the
appointment of judges and scrap the
offence of breach of trust, which is

argues that the reforms are needed to
rein in an overly powerful judiciary.

But Lapid branded the proposals an
attempt to resolve Netanyahu'’s legal
problems and claimed that if it won,
Netanyahu’s bloc would “make every
effort” to “destroy” the separation of
powersinTsrael.

“What [the far-right parties] are
pushing is the line that democracy
means unrestrained majority rule and
that the Knesset has no constraints at
all,” said Scheindlin. “It’s another notch
towards the erosion of the democratic
institutions in Israel.”

Some observers have suggested

could seek
of an alliance with the far right — which
has drawn concern from some US politi-
cians — to strong-arm more moderate
rightwingers, such as Gantz’s National
Unity party, into hiscoalition instead.

But Netanyahu and Gantz have both
rejected this, and polls suggest Netan-
yahu would be unable to form a govern-
mentwithout Smotrich’s and Ben Gvir’s
bloc.

“The only
person who
would
[break
ranks

and join
Netanyahu]
is Gantz.
He's done it
before’

on the performance of several smaller
parties hovering around the 3.25 per
cent electoral threshold. But most of
these — including the country’s three
Arab groupings — are in the anti-
Netanyahu bloc, meaning near misses
aremore likely to workin his favour.
“The main issue now is the Arab
vote,” said Rafi Smith, who has con-
ducted polls for Likud during the cam-
paign. “If it reaches 50 to 55 per cent
turnout, the chance of the non-
Netanyahu bloc increases. Ifitislow, the
chance of a rightwing win is higher”
Some observers think 60 seats could
be enough for Netanyahu to return to
power, since the pressure to avoid a
sixth straight election would prompt
some MPs to cross the aisle. “If you ask

before Americans cast their ballots on
November 8. The expected 15-seat gain
could narrow if younger voters turn out
in higher numbers than the model
assumes.

Democrats have lost momentum in
recent weeks as data have suggested the
worst inflation problem in decades is
not improving, and in some cases is at
risk of getting worse, as price pressures
become more deeply embedded in the
economy. That has fanned fears of an
impending recession, given the aggres-
sive steps required of the Federal
Reservetorootitout.

The US central bank is in the middle
of one of its most forceful attempts to
slow down the economy in decades,
with officials warning of “some pain” to
come, chiefly higher unemployment.

Separate polling from ABC News and
Ipsos released yesterday show that the
economy and inflation are considered
the two mostimportant issues heading
into the midterms for roughly half of
Americans, edging out abortion rights
and gunviolence.

Democrats’ odds of holding on to con-
trol of the legislative branch looked bet-
ter in the summer, fuelled by outrage
over the Supreme Court’s decision to
overturn Roe vs Wade, which severely
restricted access to the procedure.

Many Democratic candidates had
focused their midterm campaigns on
enshrining the right to an abortion into
law. But access to abortion, while galva-
nising for some, is less likely to be the
primary motivation for one in five
Americans, who say the issue makes no
diffe tall in their voting d

ng to ABC. That indi is

even higheramong independents.

speaking to ABC News yesterday,
Rick Scott, chair of the national Repub-
lican senatorial committee, expressed
optimism about the GOP’s chances of

inching the upper legislative chamb
as well and forecasted races in Georgia,
Nevada, Arizona and New Hampshire to
tip their way. “I think the Democrats are
going to get a rude awakening on
November 8 that high inflation, high
crime, open border [are] not what the
American public wants,” he said.

The Biden administration has
stepped upits messagingabout what the
president has done to tackle high infla-
tion as the election has neared, high-
lighting legislative victories earlier this
year, including a climate, tax and
healthcare bill

ible, I think it's quite clear that
Nemnyahu has the best chance,” said
Aviv Bushinsky, who advised Netan-
‘yahu between 1996 and 2004 and is now
apolitical analyst.
“But if [his bloc] ends up with less
than 59 seats . .. itwould be viewed asa
failure. I think then that people in his

“We're reducing the burden on work-
ing- and middle-class families by bring-
ing down the costs of everyday things —
prescription drugs, healthcare premi-
ums, and energy bills,” Biden said on
Twitter yesterday. “That’s real breath-
ingroom for folks whoneed it most.”
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that gave one side a majority, it was.
more likely to favour Netanyahu's bloc.
For the anti-Netanyahu bloc, the best
chance to break the gridlock would be in
post-election horse-trading, she said.
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among the charges facing Netanyahu.
Smotrich said last week a way would
be found to ensure this did not result in
the termination of the cases against
Netanyahu. More broadly, his party

“The only person who would [break
ranks and join Netanyahu] is Gantz.
He’s done it before,” said a Gantz ally,
“buthe doesn’t havethenumbers.”

Pollsters say the race is likely to turn

party would say, “‘Lock, the majority of
Israelis are rightwingers. The Knesset
has a rightwing [majority] and the only
reason we cannot take advantage of this
isyou. So pleasestep down”

In a sign that the message is not get-
ting through, however, the CBS poll
showed that eight in 10 likely voters feel
that things in the country are “out of
control”.

Lebanon-Israel maritime accord marks rare instance of co-operation and pragmatism

RAYA JALABI — BEIRUT
JAMES SHOTTER — JERUSALEM

Israel and Lebanon sealed a landmark
deal last week to resolve a lengthy dis-
puteover their maritime borders.

But there wasnojoint publicsigning cer-
emony, astark reminder of the bellicose
history between two countries with a
legacy of conflict.

Instead, the deal took the form of sep-
arate agreements with the US, signed by
Israeli and Lebanese leaders in their
respective countries. Officials later
handed over the signed documents to
the US envoy who brokered the deal at
the UN’s Lebanon p ing head-

normalised relations. Israeli prime min-
ister Yair Lapid welcomed a “historic”
deal while Lebanon’s chief negotiator,
Elias Bou Saab, said it marked a “new
era”. It paves the way for both countries
to develop gasfields under the eastern
Mediterranean.

A consortium led by France’s Total
will develop the Qana field for Lebanon,
which is in the grip of one of the world’s
worst economic crises.

Production at Israel’s Karish field
began on Wednesday. The militant Hiz-
bollah group, who fought a month-long
war against Israel in 2006, had threat-
ened to attack if Israel brought Karish

Tl hed.

quarters. The awkward choreography
ensured that the leaders did not meet:
the two countries have never held diplo-
maticties.

Yet officials hope the accord brokered
over years of on-off negotiations will
defuse military tensions. It marked a
rare instance of co-operation and prag-
matism between the bitter foes,
although it is not expected to lead to

Monday 31 October 2022

Israel and Lebanon havebeen ina for-
mal state of war since Israel’s founding.
Lebanon’s president reiterated on
Thursday that the accord would not
change his country’s foreign policy
while Hizbollah leader Hassan Nasral-
lah said the government had not taken
any steps “that even smelled of normali-
sation”.

The Usambassador to Israel, Thomas

Nides, said before the signing that the
agreement was an “opportunity
. .. with the US stepping in as a media-
‘tor, to provide security for Israel and
some gas for Lebanon”.

Amos Hochstein, the US special
envoy, said that while the deal was not
an attempt to resolve broader Lebanon-
Israel relations, it was “prudent” to seek

Deal: Amos Hochstein, left, with
Lebanon’s President Michel Aoun

co-operation opportunities, while add-
ingthat “tough issues” remain.

Those involved say the deal could not
have been done without approval from
Hizbollah, which opposes Israel’s right
toexist.

“Whether Hizbollah had any role or
their threats had any role to facilitating
or speeding the negotiations? I tell you
flat out, yesitdid,” Bou Saabsaid.

Lebanon’s leaders have touted the
deal a: ic salvation for thy

Hizbollah would rather the deal didn’t
exist,” said a senior Israeli official. “But
once it was on the table and the Leba-
nese public realised a deal was within
reach, it became impossible for Hizbol-
lah tojustify preventingit.”

Hizbollah actively engaged in formu-
lating Lebanon’s position throughout
the talks, according to both the Leba-

d a western dipl

since it was founded 40 years ago by
Iran’s Revolutionary Guard.

After the 2006 war with Israel, much
of the reconstruction of Lebanon was
paid for by Gulf Arab states, who have
since largely turned away from the
country because of the mounting influ-
ence of Hizbollah and Tehran.

Iran now considers Hizbollah “more

Hizbollah was not part of the official

try that has been plagued by a deep
political and economic crisis since 2019.
Officials on all sides conceded that an
agreement would not have been

itwas briefed on details
and provided feedback “regularly” —as
Nasrallah publicly threatened Israeli
installations if Lebanon’s interests were
not secured.

reached if Lebanon were not
calamity.

Nasrallah has previously extolled the
deal’s potential to eradicate the need for
international aid and foreign meddling.
He has also gloated that Israel was
“forced” to negotiate because of Hizbol-
lah's strength.

Israeli officials counter the opposite
was true. “The deal weakens Hizbollah
and weakens Iran’s grip on Lebanon . . .

* FINANCIAL TIMES

Lateinthepi , Leb: ghtto
change the language on security and
economic guarantees at Hizbollah’s
behest — only to backtrack after those
nearly sank the deal.

Analysts said the climbdown high-
lighted Hizbollah's desire to pacify its
supporters at home, even as it expands
itsregional footprint.

Hizbollah has steadily moved deeper
into Lebanon’s politics and state affairs

than proxy”, Hage Ali said.
The force provides fighters and exper-
tise to Iran and its allies in Syria, Iraq
and Yemen and has increased its influ-
ence with Palestinian militant group
Hamas.

But it is this regional role that could
alter Hizbollah’s calculus once more,
particularly as nuclear talks between
Iran and the west falter. “I fail to see this
maritime deal as a major inhibitor
against all regional violence,” said
Mohanad Hage Ali, a Beirut-based sen-
jor fellow at the Carnegie Middle East
Center, who said multiple scenarios,
including internal pressures, could still
prompt escalation such as a pre-emp-
tive orretaliative strike against Israel.
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Accelerating Growth in a Time of Great Change

An interview with Mikio Okumura, Chief
Operating Officer of Sompo Holdings, Inc.,

a leading Japanese insurance conglomerate
with a market capitalisation of two trillion yen.
Buoyed by rapid growth in its overseas insurance
business, the company has achieved the highest
profits in its history for two consecutive fiscal
years. In the interview, Mr. Okurnura describes
the group synergies and willingness to take on
new challenges that have driven the company’s
remarkable growth.

Q: As C0O of a corporate group that employs
more than 73,000 people in 29 countries engaged
in busi gi : t "

Adjusted Gonsolidated Profit, Ordinary Income
and Adjusted Consolidated ROE

Ordinary  3,643.0 3,760.3 3,846.3

" 208 2019 2020 2021

g fro o g
care, how would you describe the group’s current
position in the industry?

First of all, speaking of actual results, ordinary income

for FY2021 was 4,167.4 billion yen, an increase of 321.1
billion yen from the previous year. Adjusted consolidated
profit rose to 261.3 billion yen, reaching a record high, and
adjusted consolidated ROE increased from 8.0% to 9.4%.
Based on this strong performance, we have been able to
deliver record-high shareholder retumns.

Growth in our overseas insurance and reinsurance
business has been particularly remarkable. The business’s
share of sales grew from 14.9% to 23.7% between
FY2020 and FY2021. Overseas gross written premiums
have increased by 3.5 times, and approximately 40% of
gross premiums in property and casualty insurance now
come from ouerseas At Samnn International oross written

Overseas Insurance Business
Gross Written Premiums

14,153

3.5 Times
4054 __—
1S mision)
Ladl 2016 2021

But over the past 10 years, we have significantly scaled
up and diversified our portfolio to increase our resilience
to changes in the business environment. Our current
operations span five categories: Domestic Property and
Casnaltv Insrance Rusiness Overseas Insurance and

Q: Your own background is alse rather unusual,
isn't it?

| joined SOMPO immediately after graduating from
university because | wanted to work in a role that would
let me serve as a bridge between Japan and other
countries. But after the 9/11 terrorist attacks, SOMPO
shifted its strategy for a time to focus more on domestic
business, and | joined an investment company to broaden
my experience. | learned a great deal about capital
markets while working there, and brought that knowledge
with me when | rejoined SOMPO.

After my return, | headed the nursing care and healthcare
business, and then brought our overseas insurance and
reinsurance operations to profitability. Now I'm working on
executing transformational strategies and a range of digital
initiatives to drive future growth while leading group-wide
projects to create conglomerate premium.

The current business environment is fraught with
uncertainties such as climate change, demographic
change, geopolitical risks, and economic risks. In Japan,
the economy has been relatively stagnant for two
decades, the population is declining, and with fewer
homes and automobiles being sold, the market for
property and casualty insurance products has been
buffeted by headwinds. But I'm very confident. In fact, for
the past 10 years, SOMPO has continued to grow in spite
of these headwinds.

As Kengo Sakurada, the Chairman and CEO of Sompo
Holdings, often says, “To grow, we aim to become the
most unique insurance group in the world by expanding
into new business areas based on insurance as our source
of competitiveness.” And no matter how the times may
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premiums have increased by 2.6 times since we acquired
Endurance Specialty Holdings Ltd. in 2017.

“Growth in our overseas insurance

and reinsurance business has been
particularly remarkable”

To help us accelerate growth even more we recently
created a Steering Committee for group-wide projects
under our Global Executive Committee, which is the
highest-level executive committee in the SOMPO Group.
Through active and substantive discussions, we develop
strategies for group-wide business optimisation aimed

at boosting our conglomerate premium. Comprised of
senior executives and the heads of each of the company's
five major business areas, the Steering Committee meets
to enhance inter-company synergies, diversify risks, and
develop new business opportunities, with a particular
focus on strategies for asset management, insurance
portfolios, and global business expansion. The company's
medium-term management plan for FY2021-2023 also
allocates 600 billion yen for growth investments to drive
further business growth in the years ahead.

Q: In a recent article in the Japanese financial
press, a market analyst described SOMPO as
being unique among the top three non-life
insurers in Japan. Do you think that is true?

The analyst was probably referring to our uniquely
diversified business portfolio. In the past, almost all of our
sales were in domestic property and casualty insurance.

All pages from Financial Times (Asia), Monday, October 31, 2022
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Reinsurance Business, Domestic Life Insurance Business,
Nursing Care and Seniors Business, and Digital Business.

Q: Why did you decide to invest in nursing care
and healthcare?

The nursing care business, which we entered in 2015,
has particularly strong growth potential in Japan. Like
many other leading countries, Japan faces the dual
challenges of a declining birthrate and an ageing
demographic, and the nursing care market here has
increased dramatically in size. As a business, it also
meshes perfectly with our corporate purpose, which is
to create a society in which people can enjoy healthy,
prosperous, secure, and happy lives.

In addition to making large-scale investments in nursing
care, we are also pursuing digital initiatives that will
enable us to play a key role in Japan's long-term care
industry by utilising operational business data and users
vital data to improve efficiency and service quality. To this
end, we have formed partnerships with companies that
excel in data analysis and Al technology, such as Palantir
Technologies in the US. We plan to set up a platform
that can become the de facto standard for utilising real
data related to long-term care, and provide a range of
subscription-based services for the nursing care sector
by the end of this fiscal year. In the future, we want to
help alleviate the labor shortages caused by a widening
supply-demand gap in caregivers, and to contribute to
the development of solutions to a range of other social
issues that Japan faces.

There are many insurance companies in the world that
are larger than us, but | don't think there are many
actively working to transform their business portfolio the
way we are.

CNange, | DEIIEVE WE Nave INe resoUrces ana management

flexibility to achieve that goal.

Sompo Holdings, Inc. Headquarters in Tokyo

@ SOMPO HoLpinGs

https://www.sompo-hd.com/en/
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Is it all bollocks? Ripe language can raise pain folerance and increase physical strength . .. apparently © piLita cLARK
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Tesla held
talks over
buying stake
in Glencore

& EV maker looked to tie up metal supply
@ Deal failed on environmental concerns

LESLIE HOOK AND HARRY DEMPSEY
LONDON

Tesla held talks with Glencore about
taking a stake in the Swi diti

and Berlin. Musk has previously out-
lined Tesla’s intention to take greater
control of all manufacturing steps of its

group, in a sign of how global carmakers
are seeking to build ties with the mining
industry to secure materials needed for
therollout of electric vehicles.

preliminary discussions about Elon
Musk’s electric car and battery maker
buying 10-20 per cent of Glencore began
last year, according to two people famil-
iar with the matter.

They continued in March this year,
when Glencore chief executive Gary
Nagle visited Tesla’s factory in Fremont,
California, as part of a roadshow for the

Musk has previously
outlined Tesla’s intention
to take greater control of
all manufacturing steps

mining company’s annual results. But
the discussions ended with no deal
reached, according to the two people.
Tesla had concerns over whether Glen-
core’s extensive coal mining business
was compatible with the carmaker’s
environmental goals and was reluctant
to take a minority equity stake.

The rise of electric vehicles has
prompted concern among car compa-
nies and battery makers about securing
supplies of raw materials such as cobalt,
lithium and nickel that are needed to

e e bt e

batteries, i p the raw
materials and even buying lithium
deposits still in th d,if the supply

chain failsto deliver.

In April the billionaire took to Twit-
ter, the social media site he bought last
week,, to voice his concerns about lith-
ium, the price of which has risen eight-
fold since the start of 2021, saying “Tesla
might actually have to get into the min-
ing & refining directly at scale, unless
costsimprove”.

Tesla is also advancing with plans to
build its own lithium hydroxide refinery
onthe TexasGulf Coast.

Glencore produces cobalt, nickel, cop-
per and other minerals, and is also one
of the world’s largest recyclers of batter-
ies. Itdoes not minelithium butrecently
started to trade the metal.

Analysts have generally been scepti-
cal over whether Musk has the appetite
to invest in mining groups or trading
houses, suggesting his comments have
largely been intended to jolt raw mate-
rial suppliers into increasing output.

As electric vehicle manufacturing
ramps up, carmakers are scouring the
globe to secure raw materials, prompt-
ing a flurry of offtake agreements —
multiyear deals to supply raw materials.

Glencore already has cobalt offtake
agreements with battery makers SK
Innovation and Samsung SDI and car-
makers BMW and GM.
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Flight plan Iceland flag carrier looks to become
first to go emissions-free on domestic routes

Clean air: an artist’s impression of a carbon-free Heart Aeros)

ROBERT WRIGHT — LONDON

Icelandair is seeking by the end of

this decade to become the first

national flag carrier airline to oper-

ate all its domestic routes with emis-

sions-free aircraft, its chief executive
said.

The carrier aims to exploit its home-
land’s abundant cheap, carbon-free
electricity to fuel the aircraft, either
by powering batteries or generating
hydrogen for use in fuel cells, accord-
ingto Bogi Nils Bogason.

“We’re focusing on having our
domestic operation carbon-free by
the end of this decade,” Bogason said.

The airline operates three domestic
routes from its home base at Rey-
Kjavik’sKeflavik airport — to Egilssta-
dir, Akureyri and fsafjérdur. The
SR
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oped by Brazil’s Embraer and the UK's
Rolls-Royce, only on flightsof up to 30
minutes. Its planned nine-seat air-
craft is significantly smaller than the
30- to 40-seat aircraft that Icelandair
plansto deploy.

United Airlines, Air Canada and

pace ES-30 in Icelandair livery

regional aircraft powered by batteries
and with a back-up conventional

engine.

In July last year it signed a similar
letter with the US’s Universal Hydro-
gen. The company, which is mainly

Connect Airlines, a h

based start-up, have all announced
plans to operate some regional flights
in North America with electric or
hydrogen-powered aircraft.

But Icelandair is the first of the tra-
ditional national airlines — known as
flag carriers — to target entirely car-
bon-free domesticflights.

Air operations have been especially
difficult to decarbonise because elec-

focused on providing hydrogen fuel

airlines, h dertakento
convert Icelandair’s existing 37-seat
Dash-8 turboprops to hydrogen
power.

Heart Aerospace confirmed that it
had been in discussions with Ice-
landair for “some years” and said the
collaborationhad reached a “different
level of detail” after signing the letter
ofintent.

Andrew Charlton, a Geneva-based

ati saiditwould bea

tricor power p ffer far
less power for a given weight than
established jet and turboprop tech-

Metan

“huge boost” for zero-carbon aviation
if Icelandair managed to introduce
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Biotechs aim
to raise cash
from sale

of royalties

HANNAH KUCHLER — LONDON
JAMIE SMYTH — NEW YORK

Biotechs are turning to specialist roy-
alty companies to generate cash from
future sales of their products, as they
try to survive a dramatic sell-off in the
sector.

Companies such as Royalty Pharma,
Healthcare Royalty Partners and Black-
stone Life Sciences are among those
looking to acquire royalties for
approved drugs or those in late-stage
development.

Others are opening up newer areas of
the market, such as Xoma pushinginto
earlier-stage royalties, and Zai Lab buy-
ingrights tosell drugs in China.

Clarke Futch, chief executive of
Healthcare Royalty Partners, said
inquiries from biotechs about royalty
sales had risen 50 per cent since the sec-
ond quarter and that he expects to do
more deals than usual this year.

“There has been a pretty dramatic
acceleration in the level of interest,” he
said. “Companies that maybe last year
had a $5bn market cap . . . are much
more interested in royalty options than
they were 12 or 24 monthsago.”

The S&P XBI index of smaller biotech
companies has fallen 41 per cent since
November, after valuations shot up dur-
ing the coronavirus pandemic. But the
private debt market, including venture
debt and royalty streams, is up 23 per
cent year on year, according to Torreya,
thelife sciences investment bank.

Pablo Legorreta, chief executive of
Royalty Pharma, said interest in royalty
deals rose more than 50 per cent
between2019and 2021

“Pressure on biotech equity prices
could expand the universe of partners
and royalty opportunities, increase the
attractiveness of royalties versus
financing alternatives and result in con-
solidation,” he told the Financial Times.

In May, Royalty raised its capital
deployment target to $10bn-12bn over
the next five years from a previous tar-
get of $7bn setin February 2021.

Nick Galakatos, head of Blackstone
Life Sciences, said there is more interest
in selling royalties because the supply of
el F e
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Glencore is the world’s largest listed
trading house and biggest producer of
cobalt through its mines in the Demo-
cratic Republic of Congo, Australia and
Canada. Two years ago Tesla secured a
cobalt offtake agreement with the Swiss
group to supply its factories in Shanghai

AS WELLAS 1LS CUDRILULLLARE agieetient
with Glencore, Tesla has struck a long-
term deal for nickel supply from Brazil-
ian mininggroup Vale.

Tesla did not respond to a request for
comment. Glencore declined to com-
ment.

Additional reporting by Richard Waters
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Although Norway’s Widerge air-
lines last year announced plans for
passenger operations with an electric
aircraft, Icelandair’s plans are more
ambitious. The Norwegian airline
plans to use its aircraft, to be devel-

nuiges.
Icelandair has struck agreements
with two providers of the currently
experimental aircraft systems.
In September it signed a letter of
intent with Sweden’s Heart

LIS LECHLUIURY 41U WOUIL SHUW L
way forward”. Charlton said some
other countries had similarly abun-
dant clean electricity, although most
generated it through solar power.

about potentially purchasing the
manufacturer’s 30-seat ES-30, a

“Th her places with similar
benefits, so it would be a great first
step,” hesaid.

CApiLal 1IUL UIE PUDLG LdlREL LAy
plunged. “The demand for capital con-
tinues to grow unabated because inno-
vation continues, he said. “It doesn’t
matter if the markets are being rocked
by global economic uncertainty, inven-
tion at academic centres at Oxford,
cambridge, MIT or Harvard continues.”
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Investors warned ‘translation

problem’ is likely to wipe

$10bn from corporate profits

NICHOLAS MEGAW AND KATE DUGUID
NEW YORK

The rapacious rise of the dollar is set to
‘wipe more than $10bn from US corpo-
rate earnings in the third quarter, ana-
lysts estimate, piling pressure on com-
panies already grappling with high

Financials. Exchange rates

Strong dollar eats into US third-quarter earnings

before earnings season kicked off, this
year’s move would cut third-quarter
profits by around $10bn.

Some investors estimate the transla-
tion effects could be even higher.
Michael Walker, portfolio manager at
AllianceBernstein, suggested this year’s
move could wipe around 3 per cent from
profitsacrossthe index for the year.

Many investors are willing to look
through such effects if they are confi-
dent in the underlying strength of a
business.

When Microsoft slashed its revenue
f

prices and agloomy domestic outlook

The dollar’s strength has been eating
into US earnings all year, taking its toll
onmakers of everything from children’s

i The trend is i
increasingly difficult for investors to
ignore as concerns grow about its
knock-onimpacton demand.

“As an investor you're trying to get
clarity — iswhat I'm looking ata transla-
tion problem or a demand problem?”
said Jack Caffrey, a portfolio manager at
JPMorgan Asset Management.

The translation problem refers to the
‘way a stronger dollar reduces the rela-
tive value of sales made in foreign cur-
rencies when they are converted back
into dollars for quarterly financial
reports. Measured against a group of
other developed market currencies, the
dollar rose 17 per cent in the first three
quarters, reaching its strongest level in
more than 20 years.

Jonathan Golub, head of US equity
strategy at Credit Suisse, estimates that
for each 8 to 10 percentage point rise in
the dollar index, these translation
effects knock 1 percentage point from
earnings per share across the S&P 500.
With estimated earnings of $480bn

d $500mn earlier this
year, for example, its stock recovered
from a briefblip to close the dayin posi-
tive territory.

More concerning is the potential for
demand to fall as rivals that produce
and sell in weaker currencies now look
cheaper.

“It’s not something people have
talked about enough over the last sev-
eral years, so there may be an unfortu-
nate period of time where [companies]

* FINANCIAL TIMES

have to recalibrate what information
comes through,” added Caffrey.

‘Walker contrasted Microsoft with its
megacap rival Amazon. Although both
are based in California, Microsoft sets
prices for its Azure cloud service in local
currencies, while rival Amazon Web
Services prices in dollars.

“With currencies deviating this
much, it would seem to me a big com-
petitive advantage for Microsoft, which
is taking a big translational hit but is
choosing not to raise their prices.
‘Whereas Amazon is effectively raising
prices for their customers.”

Moreover, one key reason for the dol-
lar’s recent strength is the brighter eco-
nomic outlook in the US compared with
many other countries, meaning
demand may fall even without addi-
tional competition.

‘When Levi Strauss reported second-
quarter earnings in June, the company
took a translational hit from the strong
dollar but stressed that it still had
“strong momentum” in Europe. But by

Dollar power:
the greenback
rose 17 per cent
against a group of
other developed
‘market
currencies in the
first three
quarters,
reaching its
strongest level
in more than 20
Years — s vabian

the time it reported third-quarter
results and another foreign exchange hit
earlier this month, chief executive
Charles Bergh said its European whole-
sale customers were “being cautious”
and predicted further weakness “as the
winter begins tohit”.
lds Sachs’ index of

that generate the majority of their reve-
nues in the US fell by 15 per cent in the
first three quarters, compared with a
30.5 per cent decline in itsindex of com-
panies with a large international pres-
ence over the same period.

Besides a slightly less bleak economic
outlook in the US, the dollar’s strength
has been encouraged by rapidly rising
USinterestrates.

While the dollar has fallen from its
highs in late September as investors
have bet on a slowdown in the Fed’s
interest rate increases, a meaningful
weakening of the dollar is unlikely until
the Fed actually begins cutting rates.
The central bank has signalled that it is
not prepared to do so until inflation
reaches its2 per cent target.

Apple predicted last week that foreign
exchange impacts on its business would
get even worse throughout the rest of
the year, knocking an estimated 10 per
cent from revenueinthe next quarter.

Chief financial officer Luca Maestri
said the dollar was “a very significant
factor”, noting that it had already raised
prices in some international markets to
maintain its margins.

“Atthis point, to see any change in the
dollar outlook, you need to see a Fed
pivot and we'd need to see a series of
month-over-month coreinflation prints
lose momentum,” said Mazen Issa, a
strategist at TD Securities. “Neither of
those are imminent.”
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Dramaan

d chaos behind Musk’s Twitter deal

The billionaire kept Wall Street and shareholders on tenterhooks as $44bn social media takeover went down to the wire

HANNAH MURPHY — SAN FRANCISCO
SUJEET INDAP — PHOENIX

JAMES FONTANELLA-KHAN

AND ORTENCA ALIAJ — NEW YORK

Even as his $44bn buyout went down to
the wire, Elon Musk kept Twitter guess-
ing. Usually, lawyers and advisers on
each side of a corporate transaction
work closely together to ensure a
smooth closing. But as the clock ticked
down towards a court-imposed October
28 deadline for the takeover to close,
Musk’s camp mostly worked in isola-
tion, leaving Twitter’s team on the side-
lines with its fingers crossed.

“We didn’t know when we would close
on Thursday night until 15 minutes
before it happened,” said one Twitter
adviser.

After word came through that the
deal was done, those with a vested inter-
estbreathed asigh of relief.

“Man am I happy about it ending and,
from a shareholder [point of view], end-
ing well,” said one of Twitter’s largest
shareholders. The purchase of the influ-
ential social media platform by the
world’s richest man has been among the
most colourful and chaotic deals in cor-
porate history.

It brought together some of the most
powerful players on Wall Street — with
JPMorgan Chase and Goldman Sachs
advising Twitter under the code name
Project Tundra and Morgan Stanley and
Barclays in Musk’s corner under Project
X —as well as silicon valley bigwigs and
anarmy of lawyers.

Even for veteran dealmakers, Musk’s
unorthodox Twitter takeover broke
new ground as the sides engaged in a
fierce legal battle. At Twitter’s law firm,
‘Wachtell Lipton, junior lawyers became
“meme-splainers” to their senior col-
leagues, deciphering Musk’s esoteric
internet postings.

The episode has opened a window
into how Musk does business, ashe went
from one of Twitter’s most-followed
users to its owner, with the task of turn-
ing around a struggling company with
an outsized influence on global politics
and culture.

Musk’s acquisition of Twitter started
as it anded- hastilv. The Tesla chiaf

Saud. Text messages produced during
the legal fight showed that co-investors
did little analysis of their own, deferring
instead to Musk. “If you are considering
equity partners, my growth fund isin for
$250M with no additional work
required,” wrote Marc Andreessen.

Musk’s swoop came at a moment of
weakness for Twitter, which was bat-
tling slowing advertising sales and lack-
lustre product innovation under a new,
little-known chief executive. Some
believed Musk could breathe new life
into the faltering platform.

He also won plaudits from the liber-
tarian and conservative Silicon Vallay

hinting that he was having second
‘thoughts and had been quietly gearing
up for litigation, hiring Wachtell Lipton
in June. The firm drafted a potential
lawsuitagainst Musk.

Four days after Musk’s termination
letter, Twitter sued him in the Delaware
Court of Chancery, seeking to force him
‘toclose at the $54.20 deal price.

The filing contained screenshots of
Musk’s own tweets, including a poo
emoji sent to Agrawal, and accused him
of repeatedly breaching a non-
disparagement clause in the merger
contract. Twitter said Musk simply
wanted to walk awav hacanse of tha

seemed to be allegations that surfaced
in August from a former Twitter secu-
rity executive turned whistleblower
Peiter “Mudge” Zatko, who said the
company had misled regulators about
its cyber health — but these eventually
fizzled away too.

Each side had multiple firms sifting
through thousands of pages of docu-
ments, emails and text messages. One
person estimated that at one point, 100
of Wachtell’s 250 lawyers had worked
onthe case.

“It’s definitely been a bit of a shit

Elon Musk: the
acquisition story,
which drew ona
cast of Wall Street
big names and the
silicon Valley elite,
opened a window
into how the
technology
entrepreneur

does business
FTmontage Unsplacn EPA

show,” said one adviser, who worked for
the Twitter side.

Musk has not explained his abrupt
U-turn, but his legal team had gained lit-
tle traction in pre-trial battles and Dela-
ware courts have historically almost
never let buyers with cold feet walk
away. Whatever the final straw, Musk
realised that there was minimal chance
for him to prevail in court. And by that
point, Twitter had no interest in a dis-
counted price, three people said.

0OnOctober 4, Musk told the Delaware
courtinaletter thathe intended to close
the transaction on the original terms.
Twitter pushed for legal protections to
ensure the deal closed. Team Musk,
meanwhile, wanted to reserve the right
tosue Twitter executives.

Later that week, Musk sought to halt
the trial while he pledged to round up
the$13bn in debt financing to finish the
deal, accusing Twitter of “not taking yes
for an answer”. Twitter declared Muslk’s
proposal “an invitation to further mis-
chief and delay”. The judge gave Musk
until October 28 to close the deal or else
face atrial in November.

While some legal experts were sur-
prised, the judge’s decision proved con-
sequential. The deal closed on the origi-
nal terms without a trial. Twitter’s hefty
legal bills, approaching $100mn, must
be paid for out of the cash flows of the
company Musk controls.

With characteristic bombast, Musk
visited Twitter’s San Francisco office
this week with a sink in tow, tweeting
“Let that sink in” — a meme more com-
monly used on Reddit or Tumblr thanat
the end of a takeover battle with billions
of dollarsat stake.

But Twitter’s advisers — and the
investors who got to cash out at a pre-
mium price — might be forgiven for
thinking that they have had the last
laugh. “The system worked,” said one
Twitter lawyer. “The modern technol-
ogy of merger agreements and Delaware
law were very much vindicated.”
Additional reporting by Antoine Gara
and Cristina Criddle
Richard Waters see Opinion
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began building a 9 per cent stake in
Twitter in late March, prompting the
social media company to offer him a
board seat. He agreed. But then after
being reprimanded by chief executive
Parag Agrawal for running a poll asking
“Is Twitter dying?”, Musk instead
decided to buy the entire company,
offering$54.20 a share.

The $13bn financing package, one of
the largest ever arranged on Wall Street,
was quickly cobbled together by a group
of banks led by Morgan Stanley. One

including David
Sacks, Jason Calacanis, Joe Lonsdale and
Peter Thiel — who railed against social
media censorship. Mathias Dopfner,
chief executive of Germany’s Axel
springer media group, even wrote Musk

person involved in the debt
described the due diligence on the deal
as “easy”, because “there wasnone”.

Others involved in the financing saw
little risk in backing Musk. But that was
before debt markets started to seize up
later in the summer. The banks and
Musk would quickly regret their haste
asinterest rates surged and technology
stocks plunged.

Meanwhile, Morgan Stanley, led by
star investment banker Michael
Grimes, raced to locate equity investors
to buy into the takeover and lower
Musk’s financial burden. Potential US
private equity suitors such as Thoma

di but passed.
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crashintech stocks.

“Musk apparently believes that he —
unlike every other party subject to Dela-
‘ware contract law — is free to change his
mind, trash the company, disrupt its
operations, destroy stockholder value,
and walk away,” Twitter said at the time.

E Inthe days after Twitter'slawsuit, the
The modern technology dealmakers advising Muslc pushed him
of merger agreements to explore a settlement to avoid a pro-
longed public legal battle, ing to
and Delawar; la}v were Pmplefm T e i
very much vindicated But Muskhad noi i inga
discount. At that stage, he was listening
adetailed proposal for a “true platform  only to Alex Spiro, a brash litigator from
of free speech”. Quinn Emanuel better known for
Support also came from Twitter his celebrity client list than his experi-
founder and fomer chief iveJack  encei lex merger and isiti
Dorsey, who egged on Musk and criti-  battles.

cised the company’s directors as “terri-
ble” despite serving alongside them on
theboard.

Despite this enthusiasm, tech mar-
kets soured — and so did Musk’s appe-
tite for the deal. The first sign that he
had buyer’s remorse came in May, when
he suddenly declared the deal was “tem-
porarily on hold” pending an investiga-
tion into the number of fake accounts on

Bravo P

Instead, Musk gathered more than
$7bn in equity commitments from an
unusual mix of investors, including Sili-
con Valley billionaire Larry Ellison,
cryptocurrency exchange Binance, ven-
ture capital firms Andreessen Horowitz
and Sequoia Capital. He also turned to
Middle Eastern backers such as Qatar’s
sovereign wealth fund and Saudi Prince
Alwaleed bin Talal bin Abdulaziz al

the platform, shocking Twitter.

Then, on a Friday evening in July,
Musk announced he was terminating
the acquisition, accusing Twitter of
multiple breaches of the merger agree-
ment, including misstating the number
of fake accounts in public filings. Twit-
ter stock fell to as low as $33 — 40 per
cent below the deal price.

Twitter had been preparing for Musk
to renege on the deal since he started

In private, Musk’s deal advisers
reached out to Twitter’s team to explore
‘whether there was a compromise to be
struck, according to parties on both
sides. There seemed to be room for
manoeuvre on the price; Twitter was
‘willing to compromise in order to close
‘the deal quickly.

But Musk rejected the idea on the
advice of Spiro, two people said.

In public, a bitter legal battle erupted,
‘with both sides accusing the other of
failing to co-operate and lashing out in
court hearings. The intensity of the fight
‘was exacerbated by the accelerated
timeframe requested by Twitter, which
‘was granted by the Delaware judge,
Chancellor Kathaleen McCormick, giv-
ing them just three months to prepare
for an October 17 trial.

Musk’s best shot at walking away

Financlals

Fintech Solaris sets €300mn revenue goal

OLAF STORBECK — FRANKFURT

Berlin-based fintech Solaris is aiming
to triple its revenue to €300mn in the
next two years despite job cuts, strug-
gling clients and a recent rebuke from
itsregulator.

Solaris, which has a German banking
licence and offers white label banking
services to fintechs and corporate cli-
ents, haslong been a poster child of Ber-
lin’s buzzing start-up scene, having
raised €400mn from investors includ-
ing credit card group Visa and Spain’s
BBVA.

Revenue doubled to €101mn last
year, making it one of Europe’s biggest
so-called banking as a service providers,
and it acquired UK peer Contis in Janu-
ary. Although it recorded a pre-tax loss.
of €34mn in 2021, Solaris said it was on
track to become profitable by the end of
this year.

Butitsrapid growth has recently hita

speed bump after clients such asonline
lender Nuri filed for insolvency and
other cash-strapped fintechs reined in
their growth plans as funding became
more scarce. Financial regulator BaFin
also rebuked Solaris this year for organi-
sational flaws, parachuting in a special
monitor, imposing tighter capital
requirements and insisting on approv-
ing any new customers.

Departing chief executive Roland
Folz, who will leave after more than six
years at the top by the end of April,
acknowledged that “2022 has been a
very, very difficult year”.

His successor, Carsten Holtkemeyer,
the former Germany CEO of Barclay-
card and currently the chair of Diissel-
dorf-based fintech auxmoney, will join
the board in November before assuming
hisnewrolein May.

He outlined Solaris’s growth plans to
the Financial Times in his first interview
since the appointment was announced.

“Isee the potential of €300mn netreve-
nues [by 2024], and of course have the
ambition to achieveit,” he said.

Although he said meeting the goal
‘would partly depend on wider market
conditions, he said the bulk of the
increase was already locked in for the
group after it won Europe’s largest

jation ADACasaclient

This will mean it will begin processing
1.3mn ADAC-branded credit cards from
2023, which alone will generate more
‘than €100mn in additional annual reve-
nue. The rise in interest rates is pre-
dicted to add an extra €25mn per year.

But Holtkemeyer said that he could
not rule out job cuts on top of those
already announced earlier this year,
‘when the lender cut close to 10 per cent
of its workforce of 750.

“At the moment, we are jointly evalu-
ating the [headcount] situation and are
assessing how to find the right balance
‘between further growth and efficiency.”
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US accounting board boss defends record

FASB chair hits back at
critics who say agency is
slow to bring in new rules

STEPHEN FOLEY — NEW YORK

The head of the US accounting stand-
ards body has hit back at critics who say
the organisation is too slow at making
new rules, and rejected proposals to give
investors a bigger role.

The Financial Accounting Standards
Board came under fire last month from
a group of investors who said the rules
governing financial statements were
failing to keep up with changes across

corporate America. The group, an advi-
sory panel to the Securities and
i s s

tration that the FASB sometimes took a
decade or more todraw up anewreport-
ing standard, and it urged the SEC to
step in to shake up the body.

In an interview with the Financial
Times, FASB chair Rich Jones deft

accountants, and it’s evaluated by audi-
‘tors. It has to work.”

Jones, a former chief accountant at
EY, pointed to forthcoming changes to
the accounting treatment of cryptocur-
rency and disclosure requirements on

make sure there was consensus before
moving ahead, he added.

The FASB is responsible for setting
out the generally accepted accounting
principals used for US companies:
financial statements, with an emphasis

the organisation’s record and said it
was important to listen to many
ders.

The standards for financial state-
ments were “designed to provide the
best information for capital allocation
decisions” by investors, he said, but “at
the end of the day, it’s applied by

international taxes to show how the on“generally accepted”, he said.
FASB was ding to d ds for id projt ing more than a
ded clearer financial decade, such as changing accounting for
Anewplantofc plit 1 druleson it

out their expenses in more detail would
also help investors track the effects of
higherinflation, he said.

“Have I been focused on how we can
improve the speed with which we tackle
certain standards? Absolutely;” he said.
But the organisation also needed to

had to be co-ordinated with interna-
tional regulators. The FASE sought wide
feedback. “Do you really want to cut any
of those steps out?” he said.

The SEC advisory group, whose mem-
bers include representatives from the
hedge fund Trian, the financial adviser

Edward Jones and the California pen-
sion fund Calpers, demanded the crea-
tion of an investor panel to review the
FASB’s operations. The SEC is yet to
respond to the recommendation.

Capital Group, the $4tn-in-assets
fund manager, last year suggested
investors should make up more than
half the FASB’s trustees, up from a third
now. Auditors and corporate account-
ants makeup the majority.

Jones said investor representation
‘was already “significant” at the organi-
sation. “We have an open-door policy”
for comments and proposals, he said,
“and with investors, we’re dragging
them through the door all the time”.

UK behind in
hydrogen race,
says Johnson
Matthey

OLIVER TELLING — LONDON

The UK has lost its position as one of
theleadersin the global race to develop
hydrogen power, the chief executive of
Johnson Matthey has warned, as he
said the FTSE 100 group could take
more business to the US as Washington
unleashes funding for green projects.

Liam Condon said businesses would
bypass the UK if the country did not
introduce more supportive policies, and
that an “i dible bureaucratic layer”

FT REPORTERS

‘What will the Fed signal about the
future path of rate rises?

The Federal Reserve is widely expected
to announce a fourth consecutive
0.75 percentage point increase in inter-
estratesatits November policy meeting
this week. This would bring its key rate
to 3.75 to 4 per cent, the highest since
December 2007,

The futures market has nearly fully
priced in the likelihood of that 0.75 rise.
‘Whatis less certain is what Fed chair Jay
Powell will signal about rate increases
going forward. As the global economy
has slowed and inflati

appears tohav

peaked, some believe the Fed is more

Week ahead. Market questions

Investors look for signs of moderation in Fed rate rises

C\

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F 31&ts=20221030201333&uq=20220804103507

was holding Europe back from develop-
ing the infrastructure needed to support
hydrogen power.

“The UK was a frontrunner [in sup-
porting hydrogen power],” said Condon,
who since taking over Johnson Matthey
in March has set out a plan for the 205-
year-old industrial conglomerate to
focus on developing sustainable tech-
nologies. “But we’ve now got to keep
competitive with US policies, which
have clearly moved ahead,” he told the
Financial Times. “Otherwise, invest-
ment will simply drift offtothe Us”

Many countries have looked to hydro-
gen power as they set decarbonisation
targets to meet climate goals. The UK,
which is aiming to achieve net zero
emissions by the middle of the century,
declared itsambition in 2019 to become
“3 world-leading hydrogen economy”,
as it announced £105mn in funding for
businesses to develop low-carbon fuels.

But in recent months businesses have
turned to the US, where the Senate in

The UK has ‘to keep
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likely to moderate the pace of its tight-
ening. Investors in the futures market
are betting on higher odds thata 0.5 per-
centage point increase in rates will be
announced at the final meeting of the
year in December.

The Fed has been clear about its com-
mitment to stamping out inflation at all
costs, indicating that it is unlikely to
loosen monetary policy until inflation
has approached its 2 per cent target.

But a less aggressive approach may be
imminent as the US central bank’s
vision is being questioned by politicians
and investors among others, who fear
the possibility of a Fed overcorrection
that will compress the US — and poten-
tially even the global — economy.

There have already been signs of a
slowdown in housing in the US as well as
big dips in earnings and forecasts this
quarter. Third-quarter GDP figures
released on Thursday showed the US
economy expanded in the latest three-
month period, but the headline figure
masked indications of weaker domestic
consumer demand. Kate Duguid

How aggressively will the BoE raise
rates?

The Bank of England is expected toraise
rates by the largest amount in 33 years
this week as it fights the highest infla-
tionin four decades.

Economists polled by Reuters on
average expect the bank to increase its
key rate by 0.75 percentage points from
its current level of 2.25 per cent. Thelast
time it increased rates by more than
0.5 percentage points wasin 1989.

Imogen Bachra, head of UK rates
strategy at NatWest, expects a 0.75 per-
centage point increase and explained
that “although the government has
reversed three-quarters of its “mini”

Balancing act:
along with other

central bankers,

Fed chair Jay pace of policy tightening”

Powellis

weighing the sterling 3 per cent below August Mone-
risks of pushing  tary Policy Report levels, the central
ahead with

aggressive rate inflation to counter.
rises that could
spur recession,
or more
moderate
increases that
may fail to curb
inflation

AlDraga/Bloomberg ingoosts.

However, Dani Stoilova, economist at
BNP Paribas, noted that a large increase
isjustified by the labour market, which
remains “extremely tight”, and a per-
sistent inflation shock that increases the
risk of more permanent highinflation.

However, Stoilova said the case for a
one percentage point rise had reduced
as “monetary and ﬁsml pnllcy are no

Budget tax cuts, about £15bn survived
the cull and this will probably be suffi-
cient to elicit another step-up in the

She added that with trade-weighted

bank also has some additional imported

Some economists have revised down
their rate increase expectations from
one percentage point to 075 percentage
points following the decision to post-
pone the Treasury’s Autumn Statement
to November 17, which means the fiscal
outlook will be based on lower borrow-

Markets expect thetightening cycle to
continue beyond November, with the Germany,
policy raterisingto4 per centinFebru-  France and
ary and exceeding 4.5 per cent by May
next year. Valentina Romei Ita]y aﬂd
Will eurozone inflation data top IREPOHEE
estimates? hotter than
Inflation in the eurozone has consist-  €xpected
ently outstripped expectations for =
much of this year and it looks likely to inflation
do so again today when price growth data for
data for the single currency zone are October on
released. K

Germany, France and Italy all Fnday

reported hotter than expected inflation
data for October on Friday, prompting
several analysts to raise their forecasts
for overall price growth in the 19-
country euro area.

Today’s data will be a crucial input
into the debate about how soon inflation
islikely to peak and allow the European
Central Bank to take its foot off the
pedal oninterestrate rises.

Economists polled by Reuters were on

longer pullingi

Friday exp inflation to
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dip slightly in October to 9.8 per cent,
down from the record high of 9.9 per
centithitamonth earlier.

But several economists lifted their
forecasts after stronger than expected
national pricing data on Friday. Marco
‘Valli, global head of research at Italian
bank UniCredit, predicted the eurozone
figure would rise to10.3 per cent, while
Goldman Sachs forecast10.9 per cent.

“signs that underlying inflationary
pressures are continuing to build sug-
gest the bank will ultimately have to
push rates into restrictive territory,”
said Franziska Palmas, an economist at
Capital Economics.

Eurostat will today also deliver third-
quarter gross domestic product figures,
expected to show growth slowing to
0.2 per cent, versus 0.8 per cent in the
previous quarter.

Growth is another factor closely
‘watched by ECB rate-setters that could
also surprise on the upside after the Ger-
man economy defied recession fears by
growing 0.3 per cent in the period.
‘Martin Arnold

competitive with US
policies, which have
clearly moved ahead’

August passed the $369bn Inflation
Reduction Act to support clean energy
programmes, which includes tax credits

for hydrogen projects.
Condon said Johnson Matthey, which
fuel cell comp and

catalysts for generating hydrogen
power, is “reviewing additional invest-
ments” in the US as it anticipates rising
demand in the country, adding that the
group remained committed to the UK.

Inmainland Europe, however, he said
organisational obstacles were holding
back progress. “The money is there, the
intentisthere . . . butthere’s an incredi-
ble bureaucratic layer that slows down
that money actually getting to the com-
panies,” he said. “It’s unlikely that any
single private company can afford to
build the infrastructure [to support a
netzero economy]. So there needstobe
governmental support.”

Johnson Matthey is doubling down on
hydrogen following an ill-fated move
into manufacturing chemicals for elec-
tric car batteries. The group announced
an exit from the business this year,
months after touting it to investors as
pivotal to future growth.

Condon, who joined Johnson Matthey
after Robert MacLeod stepped down as.
chlef ‘executive in the wake of the fiasco,

itted that previous

had committed a “cardinal sin” by
entering the business before securing
any customers. He said the group, which
has supplied technology to the hydro-
gen industry for several years, will now
focus on core businesses and areas
whereitcanbe amarketleader.

Travel & lelsure. Technology

Made in India video games battle for dominance after crackdown

Suppression of Chinese groups

has created an opportunity
and an investment shortfall

BENJAMIN PARKIN — NEW DELHI

Itis the year 2500. The Indus Valley Civ-
ilisation, which started on the Indian
subcontinent more than 5,000 years
earlier, i it migrated to

said Rishi Alwani, one of the writers.
New Delhi has since 2020 banned a
series of wildly popular battle royale
games in a bruising crackdown on Chi-
nese tech on national security grounds.
Games from Tencent, Singapore’s Sea
and Krafton of South Korea have all
been restricted over alleged China-

related security concerns.
In their absence, studios and inves-
tors are tummg to a new crop of locally
h as Industo try

another universe where it has thrived
for millennia, undisturbed by outsiders.

But an international criminal syndi-
cate has set its sights on their home,
sending mercenaries from around the
universe to compete for its precious nat-
ural wealth, all while annihilating each
other with weapons that make AK-47s

to fill the void. But critics said the gov-
ernment’s unpredictable, heavy handed
approach was holding back the sector.
“The only positive I see from the games
getting banned is that Indian studios
have started developing battle royales,”
said Anurag Khurana, a veteran execu-

tive and founder of esports group Penta.

play-
suchis Lhesel up for Indus anupcom-

“The bij negative thingis that the
fnrel,gn publishers are afraid to make

ing game from Indi:

ing. The “battle royale” game, m which
online players fight to the death, is
replete with motifs from Indian culture,
from the Taj Mahal to the Hindu
Ramayana poem. It presents “an opti-
mistic India through the lens of scifi”,

Monday 31 October 2022

in India; they don’t know
whether their game might get banned.”
Redseer Strategy Consultants esti-
mates that 450mn Indians played at
least one game last year and valued the
industry at more than $2bn, though
much of that comes from betting games

such as online rummy or fantasy sports.
Before its most popular game was
‘banned, Krafton had invested $100mn
in India. And SuperGaming, for exam-
ple, last year raised $5.5mn in Series A
funding from a handful of foreign funds.
Yet executives said the uncertainty
meant investment into the sector con-
tinued tolag behind competitors.
Gaming in India took off after 2016,
‘when a telecom industry price war dra-
matically brought down mobile data
prices. With computers and consoles
unaffordable to most Indians, the indus-
try is heavily geared towards smart-
phone games. This left Chinese compa-
nies well placed to expand thanks to
games optimised for low-costhandsets.
Deteriorating relations between New
Delhi and Beijing after a deadly clashon
their Himalayan border in mid-2020
sparked a wide-ranging crackdown on
Chinese tech, with hundreds of apps
including TikTok and Tencent’s wildly
popular PlayerUnknown’s Battle-
grounds (PUBG) banned on grounds
that their harvesting of Indian user data
posed a national security threat.
That was followed this February by a

ban on Free Fire, which according to
analytics provider data.ai was the
second-most downloaded game in

‘While authorities did not explain why
targeted Sea or Krafton, both count
Tencent, China’s second-most valuahle

opershope that their new generation of
“Made in India” games will help fill the
void, and that the use of Indian themes

India, ing an i diate 20 per
cent drop in parent company Sea’s US-
listed shares. In July, India ordered app

pany by market capitali: as
aninvestor. Ranjana Adhikari, a partner
at Induslaw in Mumbal said they were

stores to take down Battl

Mobile India, a relaunched version of
PUBG published by Krafton, which said
the game had attracted 100mn users.

-~ Py
Firepower: a still from ‘Indus’, a
game made by SuperGaming of India

probably restricted ilar grounds.

The companies have denied that their
data collection represents a security
concern. Krafton’s chief financial officer
Bae Dong-Geun said on an earnings call
in August that the company would
“closely co-operate with the authori-
ties” to bringback BGMI.

Theloss of three beloved games in as
many years has left many Indian gam-
ers distraught. “Really comes as a
shocker,” Naman Mathur, a 26-year-old
esports star known as MortaL, tweeted
after BGMI was removed from app
stores. “People who HOPED, will remain
hopeless.”

“Esports players really got screwed,”
Penta’s chief Khurana said. “They can’t
switch from one battle royale to another
battle royale overnight . . . If you ask
Virat Kohli to play football, it won’t
work.”

SuperGaming and other Indian devel-

will with players.

“We're trying to make bigger, more
ambitious games for an audience that
cares and matters,” Alwani said.
“Where’s the Indian equivalent of a
Zynga, Ubisoft or [Electronics Arts]?
They don’t exist. The first step is to let
people knowthat games aremade here.”

vishal Gondal, whose nCore Games is
developing a battle royale shooter
FAU-G (a play on the Hindi word for sol-
dier), acknowledged that turning India
into a world-class gaming hub would
take time. “The real power would only
be seenin the next few years,” he said.

India is preparingnew gaming regula-
tions that Adhikari says should bring
more clarity to the industry.

But in the meantime, many gamers
still hope that BGMI and the others will
be relaunched. “The Indian gamer isn’t
going to stop playing games because
these games were banned,” said Ashwin
Suresh, founder of Krafton-backed live
game streaming platform Loco, adding:
“1 think the gameswill be back.”
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WORK & CAREERS
G essages from the archive of And this is the key point. We all you've got a skunk works. Mention it in survey and want me to join a new
Tlme to plan fo r Rutherfm'd' 'Hall, critical know the metaverse il.zﬂmmi.ng, butfew | everyinterview and presentation. Most working group on business
th € m etavel‘ Se. communications strategist of us know what we’ll do when we get of their ideas will be rubbish, butit’sa opportunities in the metaverse. 'm
. there. You may have seen media place to start. But get people who know really going to have to cram on this.
N d ’t WhatsApp to Stephen: Clients are coverage of our report showing that their stuff; don’t just go for the kid who Jules has recommended some novel
09 wedon asking me about their metaverse 98 per cent of businesses have no plan likes TikTok and who showed you how called Snow Crash and the Metaverse for
strategy. I'd like to build a bit of for the next frontier. There are alot of to connect to the printer. Dummies. No roadblocks, only Roblox.
know what that expertise here. [ dorftwanttoimvest | bluffers out there. Thats why we've set | And when you build your avatar try | Set up a skunk No bollards, just bollox.
. too much but I thought of asking Jules up the Monkwell metaverse unit to not to look like Mark Zuckerberg. His —
mecans Clthel‘ to do some thinking on this. She’s research and advise on best practice. looks like a Disney character drawn works team: From: Ruth
under 30, plays video games and 1t’s time to know your Robox from your | with Botox. Or should that be Botlox? investors love To: client list
showed me how to use the find-my- Sandblox. You can visit us in our ‘We have seen some useful industrial . a Sorry but I can’t resist sharing this
phone feature, so she’s well placed on metaverse office, but it’s probably applications, digital twinning, training heari ng you ve got news. 'm sure it will offer some
all things digital. Also, is Priya still on easier to get in touch in the usual way. staff in complex procedures. But till a skunk works. fascinating insights to share with you.
that project for you? I want some data e —— you find your killer use, think of it asa . . Linkedin: 1 am thrilled and humbled to
towave :tchems WhatsApp to Jules: What. Oh damnit. | marketing space and a chance to say Most of their ideas | pe joining the Digital and Culture
- sandbox and Roblox. OK. If anyone “yes of course we're in the metaverse”, will be l'l.lbbiSh, but ’s new high-level panel on
€I From: Ruth asks just say it was irony. but be interesting because who goes to . how business can exploit opportunities
The Monkwell (Meta) Minute B —— a magical realm to watch adverts for itsa Plﬂcc to start in the metaverse. Excited to play my
Yes, you need to be thinking about your | From: banks? Maybe you can gamify your part in the creator economy and giving
metaverse strategy. Forward-looking To: i Ip com products. UK business an edge in the new reality,
businesses are all buying space there. Hi Martin. Thanks. We worked hard to So buy some space and ponder. Stay virtual, augmented or extended. Thisis
It’s cutting edge; it’s the future; it’s just get the most advanced digital thinkers. | in the peloton and let others make your now. Don't let others steal your future.
notclearwhat you are going to do there. | There are alot of bluffers out there. ‘mistakes for you. We've seen this ‘We all need to ask, what can we do
It is way cool. The JPMorgan The simple advice for any CEO is you movie before. Think how much money better in the meta? Best, Rutherford
-~ metaverse site has a tiger walking need tolook like a leader with his eye was wasted on the early web. ‘Member DCMS Panel on Business and
. through the lobby. That's the beauty of | tothe future. You don’t want to be that | Remember all those hopeless firms the Metaverse
it. People can literally pat a tiger while guy still using an Atari Flashback. whose only idea was being online. Find me on Strava . . .
they visit your bank. Well, not literally, But my advice now is, youre nota Best, Rutherford e
but meta-phorically!! What’s less clear content creator so just do enough to Find me on Strava, KoM Sydenham WhatsApp to Stephen: I can’t
is how many times customers will faff look relevant. Create a presence but Hill, PR London to Brighton: 3h 59m remember the difference either. The
around with headsets just to pat an don't putin alot of money till you have | ——----— good news is our credentials have been
imaginary tiger when it’s often a lot a clear use for it. Set up a skunkworks WhatsApp to Stephen: Great news. extended and augmented.
easier to use the app. team in your HQ: investors love hearing | DCMS have been on. They saw our Messages recovered by Robert Shrimsley

The ‘profit for purpose’

Belief-based companies

The entrepreneurs who connect
the spiritual and professional

YOUR QUESTIONS FOR OUR EXPERT —

/AND READERS’ ADVICE

| work at a big
tech group.
Should | take
an offer from
a start-up?

This week’s problem with them about options for
‘working abroad, for example
I'm a recenf graduate if they have foreign offices

working for a big fech
company. The pay is decent

or collaborations.
YYou could also explore if

movementis Inspiring a with good benefits and I'm ‘there are opportunities fo
generation of faith-driven in line for a promotion. work in different parts of the
. However, I've been offered a 'organisation that more
businesspeople, similar role atastart-upin  closely resemble a start-up,
Wl‘itBS OIfVé’I‘ BGICII Barcelona. The pay is ‘whereby there is greater

any factors go into the
choice of a career: per-
sonal aptitude, parental
expectations, educa-
tional opportunities, ser-
endipity. For Sally Murray, it was more
straightforward: she felt a prompting
from God. And so it was that, back in
2018, she quit her job as a full-time
physiotherapist, relocated her family
from suburban Londen to rural Derby-
shire and set up an ice-cream parlour in

considerably less, but it's an
opportunity | wanf to accept.
Should I stick it out with the
tech group for a few more
years experience or book my
flight to Spain? Male, 20s

Jonathan’s answer

‘You have reached a junction
in the road or, since
someone has offered you
this opportunity, a new side
road has appeared off your
original route and you

autonomy to come up with
and work on new products.

While it may be that one
regrefs chances nof taken,
‘You have more than two
choices. The flattering offer
in Barcelona may be the
best choice you have today,
but it also encourages you
‘o review and explore all
‘your opfions, seme of which
may sfill be hidden.

Readers’ advice

the quaint tourist village of Milford. wonder If you should turn Risk Is quantified in the eyes
In addition to sharing the delights of down It. of the risk taker. If you are
her spiced blackberry and apple crum- There is an immediate willing fo bet on yourself
ble ice-cream, Murray is passionate question of whether fo and your development, then
about using her small business to help accept the start-up role. But  seek out the challenge,
victims of human trafficking — a cause the fact that you want to rather than the comfort. It

she attributes directly to her Christian

accept implies you would be

will pay dividends later.

faith. “My go-to verse in the Bible is open to such a move in Tamerlane

Proverbs 31: ‘Speak up for those who principle.

have no voice, ensure justice for all Rather than two choices, From big tach, it's easy to go

those who are dispossessed,’” says 53-  Sally and Gavin stakeholders (inaddition totheirshare-  makes precisely this point. Broughtupa  inspiration from the Bible in a strategy you may have more, since almost anywhere. But if you

year-old Murray. To that end, Just Ice, ~Murray, whose holders).“I'm continually surprisedhow  Hindu but strongly influenced by Daoist ~meeting and you can expect to be each of the two could exit that too early, it'll be

which she runs with her husband Gavin, ~ ice cream many people I meet throughBLabwho  teaching, Desai set up the enwmnmen— qulrkly shown the door. That doesn’t branch into others. If youare  hard to get back in without

a former Baptist minister, currently ~ ventureJustice  havesome formof faith orspirituallife,”  tal 1in1994. He P s from trying to incorporate looking o work in a start-up,  very solid skills and a great

employs two survivors of trafficking.  in Derbyshire hesays. credits Daoism’s emphasis on the inter-  religious practices into the workplace. is the Barcelona option the attitude. Staying in big fech

Wherever posslble the pa]r also seek employs two The connection between faith, enter-  connection of all things and the search Faith is a personal sentiment and best? Being offered aroleon  longer will apen doors

out: survivors prise and social purposeisthe subjectof ~ for equilibrium as guiding forces institutionalisingit intoa company’s cul- its own is usually flattering continuously. SFTH
Melding faith and work is nDthlng of human arecentreport published by theJubilee  throughout his career. A notable mani-  ture is hard. Michael Zigarelli, a profes- but can be a weak

new, of course. Victorian Britain, for trafficking Centre, a UK Christian charity. The festationisthe One Planet Livingframe-  sor of leadership and strategy at Penn- foundation for changing It pays following your heart,

instance, produced many high-profile  raonepaorr faith-based businesses surveyedinthe ~ work, an influential decision-making  sylvania's Messiah University, explores organisation fype, language,  you can always switch to

business leaders with a strong religious
bent: men such as William Lever of Uni-
lever fame (Congregationalist), the

report espouse the traditional princi-
ples of business ethics, such as fair pay,
dignified work and community invest-

tool created by Bioregional and the con-
servation group WWF in 2002. The
framework, which promotes ideas of

the integration of faith and business in
his book Christian-Owned Companies:
What does it look like when a follower of

culture and country all at
the same fime. This offer has
triggered the excitement of

another employer if things
«don't work out. But always
do due diligence on the

tourism entrepreneur Thomas Cook ment. Yet the research also identifiesa  ecological balance, has since beenused  Jesusrunsa business? moving abroad, gaining starf-up. Toxle
(Baptist) and the “chemist to the growing appetite for turning market by hundreds of companies to better Among the common practices that he infernational experience in h bl
nation” Jesse Boot (Methodist). mechanisms to the cause of social jus-  manage their footprint.  identifies among organisations seeking an attractive city. You would The next problem
Nor isit a solely Christian phenome- tice and environmental stewardship. Desai is not alone in finding such syn-  to held to biblical principles are hiring have the chance fo learn/ I work at a university and
non. Strongfaith positions inspire ahost “1t is not difficult to see how being a chromclty Kai Whiting, a lecturer in  peoplewith a similar world view, codify- improve Spanish, to work in was temporarily moved to

of business ventures around the world, teacher or a nurse or a carer can be a at the Catholic U ing the founder’s faith position into a a different culture. You may ~ a more senior role for 18
from providers of Islamic finance and heartfelt calling, but the idea that pri- o formal mission statement and passing also feel it Is more exciting, months. | was then
Buddhist healthcare to purveyors of vate-sector roles can also be vocational I ] 1e 1(1( at ll.ll the business on t imbued with staying put. promoted. At the same fime,
Kosher foods and Ayurvedic medicine. and even missional is definitely grow- K . L | with the same faith-based values. Nota- Given you appear amale colleague had a

Yet the rise of the modern “profit for ing,” argues Tim Thorlby, the Jubilee private-sector roles can bly, of the 50 companies profiled in his interested in exploring such  senior role created for him in
purpose” movement, to use Murray’s Centre’s director. \.|\( y be v ycatic 'IMI <\llL| book, the vast majority are family-run, amove, in both locationand ~ my area of work. Had this

phrase, is inspiring a new generation
of religious believers to connect the

A case in point is Gloucestershire-
based coffee roaster, Ethical Addictions.

even missional is growing’

while many of the are either

type, fake fime

employee-owned or controlled by a

1o consider what if is you

Job been advertised | would
have been a serious

dots between their spiritual and profes- Motivated by the biblical injunction to charitable foundation. Private owner- seek. The start-up seems a «confender. It is jJoked he was
sional lives. “love thy neighbour”, the company’s ship gives faith-based businesses more riskier approach with alower  given this job because he is
There is a logical confluence between owners decided early on to circumvent  of Louvain in Belgium and an avid fol-  freedom tolive out their beliefs. salary and perhaps fewer of  close fo a senior executive.
the two, says Rachael Saunders, deputy the coffee industry’s middlemen and  lower of Stoicism, sees the same in his Meredith of Ethical Addictions knows the benefits that larger, I have been told to feel
director at the Institute of Business Eth- instead source directly from farmers  chosen philosophy. — and exploits — this ad When can comforfed that | am the one
ics, a UK charity that promotes high themselves. Not only does this direct Stoics seek what the ancient Greeks  looking to raise finance to support a provide. But at this stage in delivering and everyone
standards of corporate behaviour. trade model permit the payment of an  called eud. ia, variously d recent ion plan, he left your career and depending knows he is all falk. But I
Founders of companies or people above-market price, but th as “happi ", “fulfil ", “well-  innodoubtwhat they were buying into. on your personal can't get over the
appointed to senior roles “naturally owners also commit to undertake lo(‘al being” or simply “the good life”. “Isaid thatI'm not willing to answer you circumstances, do you need unfairness. Are there any
reflect” on the difference they want to education projects and other philan- “stoicismis highly focused onhowthe  in three years’ time why we’ve spent these benefits? If you've other options other than
make, she adds. “People for whom faith thropicinvestments. “We'vebeenasked  virtuous person can do their part to  £10,000 on a water project instead of | established you could liveon  ignoring it or leaving?
is important are likely to immediately to love God and love our neighbour,and ~ bring forth the common good. Itenables  giving extra dividends . . . you need to lower pay and with fewer Female, 20s
see that contributing to society can be we need to live that out, whether that’s  an individual to make better decisions know now, we're just not having that benefits, you might prefer to
part of that, either because of their faith as amember of the clergy, sweepingthe  andhaveabetterattitude whenitcomes  conversation,” herecounts. consider all the options now  Jonathan Black Is director

teaching or because they’ve seen their

roads or running a business,” says Ian

to how they treat others, look for job

But religious faith is no shield against

open to you, including this

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F 31&ts=20221030201333&uq=20220804103507
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faith community play that role of serv-
ice,” she says. Itis alink that James Perry
has also noted in his role as a board
member ‘with B Lab, organiser of the

B Corporation =
a global network of companies that
make themselves legally accountable to
their workers, suppliers and other
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Meredith, Ethical Additions’ co-owner
and an evangelical Christian.

Aswell as a powerful sense of purpose.
and internal harmony, some faith-
driven entrepreneurs report finding a
remarkable coherence between their
religious tenets and the principles of
sustainable business. Pooran Desai

opportunities, tailor their career or pro-
pose the objectives of an entire organi-
sation,” says Whiting. If one sees compa-
nies as the aggregation of all these deci-
sions, as Whiting does, then the impli

harsh market realities. Having endured
the pandemic, Sally Murray’s ice-cream
venture faces high inflation and a long
winter. Yet, her sense of calling is as
str h i

tions for business are profound.
However, modern business remains a
stubbornly secular beast. Try citing

FINANCIAL TIMES

lﬂl]l; “Because we have taken bigger
risks and God has had to show up for us,
TI'd say our faith has actually grown.”

one in Barcelona. Another
route is with your current
employer, which is obviously
pleased with your work.
Now, or after you get the
promotion, could be a good
time fo have a

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

WORK & CAREERS

How fo Lead. Verena Ross, chair of the European Securities and Markets Authority

Safeguarding the EU's financial markets

The veteran regulator has
helped guide the agency
through a pandemic, but
big challenges lie ahead,
writes Laura Noonan

erena Ross struggles to put

her finger on the most

challenging time in an

almost 30-year regulatory

career that beganin the UK
before bringing her to mainland Europe
as executive director of the EU's new
markets regulator in 2011, and its chair
in2021.

Was it her earliest daysin Paris, when
the European Securities and Markets
Authority was trying to expand from a
35-person start-up while also shepherd-
ing the EU’s markets through an
unprecedented sovereign debt crisis?

Orwasit when the Covid-19 pandemic
hit, and Ross had to confront the same
practical issues as leaders of other
organisations, while also trying to make
sure that Europe’s markets did not
buckle under the most unusual and
unpredictable of circumstances?

She cannot really say, and she clearly
has not given much time consideringit.
The no-nonsense German-born regula-
tor is more of the getting-on-with-it
type, and inany case, her most challeng-
ing time may lie ahead of her.

Esma has the unenviable task of
dealing with the fallout from Brexit by
maintaining good day-to-day relations
with UK supervisors and trying to guide
the politically explosive row about
where trades for the EU’s marketplace
should be cleared — or intermediated —
by companiessuch as the UK’s LCH and
pan-European stock market operator
Euronext.

ROss’s 300-person strong agency is
also one of the flag-bearers for Europe’s
capital markets union programme, a
grand but so far eluslvepﬂhhcalpmject

in an age of turbulence

Verena Ross, who began her career at the Bank of England, says that her role at the agency involves “setting the agenda”, which covers topics ranging from crypto assets to greenwashing —wagss vefporert

ency on energy from Russia, comments.
that suggest nothing less than London’s
complete capitulation will sate Brussels.
The financial services industry, from
London tn Franldurt to Paris, argues

to replicate the US’s achi
channelling trillions of dollars frnm
households and savers into debt and
equity issued by companies of all shapes
and sizes.

Esma is now trying to set policies for
some of the most intricate areas of tradi-
tional markets, while making its mark

“You need to know what
isgoingon . .. you never

know where the next
issue might come from’

in new realms such as sustainability,
where it is leadinga transparency drive,

cryptocurrency, where it will soon
assume responslblhues for directly

that fromthe
UK capltal wuuld increase both risks
and costs.

“Our approach has been around iden-
tifying where there are areas with exces-
sive reliance [on London], specific
systemic risk we need to deal with,” says
Ross, who describes herself as a “com-
mitted European at heart”, “It’s more
about making sure that there are alter-
natives in the European Union rather
than a binary choice [between London
and the EU] . . . I think the important
thing is that there is strong European
clearing infrastructure, and the possi-
bility to clear in Europe for these
systemicinstruments and services.”

For now, London continues to do most
of the EU’s clearing and Ross says day-
to-day relations with the UK authorities
have been “working pretty well”. Could

dustry.

“One of the cha]lenges of these jobsis.
just how broad it is, you need to know
the remit of what is going on, because
you never quite know where the next
issue might be coming from,” she says.
“But within that you clearly need to pri-
oritise . . . where the core themes are at
any point in time.”

InOctober, Esma unveiled its strategy
for the next five years, ticking the tradi-
tional boxes of fostering effective mar-
kets and preserving financial stability,
as well as the modern ones including
enabling sustainable finance and facili-
tating innovation and the use of data.

The 54-year-old tries not to delve as
deep into the weeds as her natural
instincts would take her, remindingher-
self that she is not the technical expert
she once was in her early career as an
analyst at the Bank of England. she is
also conscious of not “hovering over”
her successor as Esma director, Natasha
Cazenave, whom she praises effusively.
She says her new job as chair is “quite
different”toherold one.

“1 am really concentrating on the
chmrmg ol the boan‘l meeung, sel:m\g

ything be done to make relations
even beﬂer’ Tthink there is the wider
question, which is not really in our
remit, about how the relationship
between the UK and the EU, more politi-
mlly, develops. But thatis not rea]lyﬁ)r

on,” she says, disp

the ‘just get on with it” appruach she’s
adopted in the six years since the Brexit
vote — though she describes the UK’s
decision as something that made her
“very sad” as someone who spent her
formative professional yearsin London.

The regulator, who studied Chinese
and economics at London’s School of
Oriental and African Studies, is simi-
larly diplomatic about capital markets
union, arguing that “important steps
have been made”, though she admits
that the concept can be “difficult

Three
questions

®Who's your leadership hero?
No single psrsun I Isamla Iol fmm the

to grasp” for the average person.

From the financial crisis to Brexit and
Covid, many of the issues that have
made headlines during Ross’s time at
Esma were things her agency had to
react to. Sustainability and crypto regu-
lation offer a chance for Ross and her
team to be onthe front foot.

Esma has been at the vanguard of the
fight against greenwashing, including
developing a European framework for
sustainability disclosures last year. Ross
‘believes her agency “has an important
role to play . . . in making sure that the
retail investor at the end understands
‘what they are buying”.

Esma is also constrained because it
is “not the direct supervisor” and sohas
‘to rely on national authorities to follow
its guidance, as Esma does in much of
itswork.

Esma has spent the past few years
publicly warning European investors of
the dangers of putting their money into
cryptocurrency. Europe’s new digital
assets legislation, Mica, gives Ross’s

‘Our approach has

been around identifying
areas with excessive
reliance [on London]’

agency a more direct role by tasking it
with establishing a comprehensive
framework for regulation of crypto
assets, though plans for Esma to directly
license Europe’s largest crypto asset
service providers were ultimately
shelved.

Ross is no stranger to breaking new
ground in finance. When she was
appomted to lead Esma, having a
‘woman in such a role was still unusual
enough for a parliamentarian to
describe her words as “sweet and soft”
inapublichearing,

By the time she was appointed chair
in 2021, the world had changed, and she
joined the growing ranks of women
leading large financial institutions, such
as Christine Lagarde at the European
Central Bmk and Elke Kumg at the

Whatever the Challenge,
Be WHARTON READY.

On Campus and Live Online
Programs for Executives

When the only constant is change,

your strongest advantage

is Wharton. Be ready for greater
success with the proven
strategies and in-denth husiness
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the agenaa, trying to drive the strategy
and the vision of where we want to go,”
she says.

Esma must balance the EU and mem-
ber states’ priorities with the regulator’s
core objective of safeguarding Europe’s
markets. Clearing, a once obscure part
of market infrastructure now emblem-
aticof the EUs attempt to sever ties with
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acumen you can only get
from our world-class faculty.
Choose from a wide portfolio
of results-focused programs
delivered on campus and in a
live online format.

people I've workea wiTh, and I've learnt
different things from each of them
- Leadership is such a personal thing.

€eurozones SIngle Resolution Board. She
is conscious that gender is “something
that people have taken into considera-
tion when making certain choices” and
circumspect about the role it has played
inherlife.

“I hope I managed to get to the
position [I'm in], not just because I'm a
‘woman, but also because I have a

Executive Development Program
MAR. 12-23, 2023
PHILADELPHIA, PA

®What would you be If you weren't a
leader/chair?

An archaeologist. | even did six months
of studies of archaeology, and then |
was getting a bit worried | might

Advanced Finance Program
FLEXIBLE 6 PROGRAMS IN 2 YEARS

General Management Program

London’s financial centre, is one area
where Ross’s two masters seem to be
inconflict.

The EU’s politicians, led by financial
services commissioner Mairead
McGuinness, have been emphatic that
clearing must move from London,
where it is mostly done now, to the EU.
In April, McGuinness likened the situa-
tion to cutting the EU’s over-depend-

gather dust in a museum.

®What was your first leadership
lesson?

You have to resist the temptation fo
delve too deeply into things. You need
1o make sure you understand enough
o ask the right questions, and listen
properly to the answers of the experts,
but not to be the technical expert.

certain experience and knowledge that
people appreciate and that they believe
Icandothejob,” she says.

“It’s not my first motivation to be
recognised as a female leader,” she later
adds when asked about hopes for her
legacy. “What I want to be recognised
for is being a fair and inclusive leader
that brings people together to achieve
theirbest”

execed.wharton.upenn.edu/ADVANTAGE

FLEXIBLE 6 PROGRAMS IN 2 YEARS
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ARTS

Horror

Halloween is when audiences
thrillto dark, bloody tales of
vampires, monsters and
murderers — but as anew
exhibition makes clear, the
genre has much scarier truths
to tell us. By Kim Newman

owarewe torespond to the

present times, when the

crisis facing us is unprece-

dented in its multi-faceted

and existential nature?”
asks curator Claire Catterall in the book
accompanying The Horror Show!, a new
exhibition at Somerset House in
London. “With horror, of course!”
‘When the world starts to shift beneath
our feet, she writes, “the unhinged and
otherworldly” become all the more rele-
vant. “Horror not only allows us to voice
our fears, it gives us the tools to stare
them down.”

Even a form of art that thrives best in
darkness and obscurity — one inviting
disdain, disapproval and censorious-
ness — has its season, which is late Octo-
ber. For a brief window of time, before
All Souls’ Day on November 2 tries to
put the monsters back in their box, hor-
ror islet outand fondly indulged, solong
asit’s all pretend, tricks and treats and
hocus-pocus.

This season we get throwaway scary
movies such as Smile and Prey for the
Devilor Guillermo del Toro’s anthology
series Cabinet of Cunosmu on Nel_ﬂlx
But th
celebratory projects such as Somerset
House’s multimedia exhibition or the
British Film Institute’s In Dreams Are
Monstersseason.

This year is ripe for celebrating hor-
ror. It’s the centenary of FW Murnau’s
film Nosferatu, one of the first screen
adaptations of Bram Stoker’s Dracula —
itself 125 years old — and arguably the
beginning of the horror film as a genre.
And it’s 30 years since the Halloween
broadcast on the BBC of the profoundly
unsettling Ghostwatch — one of the few

works to feature in both the Somerset
House exhibition and the BFI season —a
play that set out to terrify the nation.
Iain Forsyth and Jane Pollard, co-
curators of The Horror Show!, provide a
horror-inflected history of certain

Clockwise from above: ‘I'm Dead”

(2007) by David Shrigley; stills

from ‘The Final Programme’

(1973) and ‘Nusferatu (1922)
ricman Gal
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Out Now: The fDi Report 2022

Global greenfield investment trends

The fDi Report 2022 is the annual assessment of crossborder
investment, based on data from fDi Markets — a service from
the Financial Times.

strata of British life over the past 50
years. Their first section, “Monster”,
tacitly picks up from the themes of The
Final Programme (1973), a story about
collapsing society and desperate
attempts to engineer a messiah (a]zrm

ingly of the moment), and

as a genre practised by film-makers
such as Carpenter or writers such as
Stephen King is as marginalised at Som-
erset House as it is in mainstream dis-
course. This is an exhibition that pays
attention to the artist Derek Jarman but

the gender-fluidity of David Bowie and
the angry anarchy of punk.

After Guy Peellaert’s album cover
lithograph, “David Bowie: Diamond
Dogs”, inwhich Bowie is envisioned as a
freak-show half-man/half-dog, the sig-
nature work is Jamie Reid’s “Monster on
a Nice Roof”, featuring a topiary fiend
perched onawell-lit house.

“Monster” contains work from the
1970s and 1980s, followed by “Ghost”,
which spans the 1990s to the early 21st
century and trades in millennial anxie-
ties and digital phantoms; “Witch” picks
up from the financial crash of 2007 and
surveys the chaos of the present era
(“the long dark age”, as a character in
The Final Programme deadpans).

Exhibits range from paintings and
illustrations through sculpture, film,
installations, sonic effects and fashion,
as well as preserved cakes (Jenkin van
ZyT's startling but funny “Six Scintillat-
ing Sinners (In Vitro)”), ceramics (Ser-
enaKorda's “Geometric Puker” israther
sweet), photos from The Wicker Man’s
set, film props (the possum from Mat-
thew Holness’ Possum) and neon signs.

The curators quote the film-maker
John Carpenter’s dictum that “horror is
areaction; it’s not a genre”, and horror

ignores Candy itor Clive Barker,
which I assume must be a conscious
choice. Echoes of genre horror are con-
fined to Richard Littler’s Scarfolkworks
— atime capsule of 1970s spooky grim-
ness, like a situationist take onThe
League of Gentlemen — and other haunto-
logical items, though quite a few con-
temporary creatives — Reece Shear-
smith and Steve Pemberton, Alice Lowe,
Ben Wheatley — get a look-in with bits
and pieces frominside No 9, Prevenge
and Kill List.

holds up a haunted mirror to society

With so many disparate voices, there
are inevitable shifts of meaning and
intent throughout. Once a subversive
notion, it’s now almost the dominant
popularinterpretation of horror that we
identify with the outcasts: raging in defi-
ance as a monster, fading away as a
ghost, working spells of mystic self-de-
fence asawitch.

f this, few worl
ically terrifying, though Kerry Stewart’s
installation work “The Boy From the
Chemist is Here to See You” — a charity
collection boy seen through a pebbled
glass front door as if calling to rebuke
the thoughtlessly uncharitable — is

disturbing.

0Old-school monsters, which the audi-
ence are expected to hate and fear, fea-
ture only as political bogeys: the Spitting
Image puppet of a snarling Margaret
Thatcher, a photograph of a smiling
Tony Blair frozen in an antique frame
(not, however, the “demon eyes” poster
— a telling horror image from the right
of the political spectrum). The “Witch”
era doesn’t include contemporary fig-
ures in asimilar mode, though the likes
of Nigel Farage and Boris Johnson have
contributed enough nightmare fuel to
thepyre.

For The Horror Show!, horror isn’t so
much a reaction as a mask — there are

It's now almost the
dominant interpretation
of the horror genre that
we identify with outcasts

plenty of those on view, from bondage/
psycho hoods to witchy goddess faces —
which can be put on to conceal or dis-
play, toterrifyor to inspire.

The mask of comedy, which now
has its own horror associations since
we've collectively agreed that clowns
are more terrifying than funny, is inevi-
tably also present. The fractured, disso-
clauve. lunatic, pompous or extreme

i fhorror art. i
hilarious as they are disturbing. Or per-
hnps at thls encl of the "Wltch" era,

appropri-

ateresponse.

“The Horror Show!”, to February 19,
somersethouse.org.uk. ‘In Dreams Are
Monsters’, to December 31, bff.org.uk

the Chemist is
Here to See You’
(detail, 1993) by
Kerry Stewart
Courtesy theartst
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When the Russian mafia came for US fish
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Fiona
Sturges

-arsaw, Missouri, a town
deepinthe Ozarkswith
apopulationof2,000, is
"home to the American

maddlafich nheaad that

early stages of Paddlefish Caviar Heist and on to KaspiyskinRussia, site ofa
‘wherethe tone feelsa’ llttleuﬂ bnmbmg in E@Gthathas lung been

Againsta daft dtrack, h Torists
‘we hear Hollyman and her producer (Hollyman proffers adlﬂerenlﬂ]enry)
consultin,g Google Mapsas Lheydrive Wealsogetan illuminating history

d main iar dating back to the time of

square, where they Dbserve locals Peter the Great, whenit started being
taring at them i sofar,so served at state banquets and was given
condescending. asagift to visitingdignitaries. Aftera

But thenshe, and by extensionwe, get
toknow Warsaw and its environs: the
townsits next to a vastreservoir called
theLake of the Ozarks where paddlefish

ranhafrimd Thars morhnet talac

period of overfishing in the post-Soviet
era, caviar became hard to come by and
alternatives were sought out.

Thereisa Hollywood thriller begging

tnhamadanhat Diccinn rafia haine
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dates backm ﬂ]e prehlshmcera bﬂatmpw‘lth k, Ty ofa llx'al parachuted into Missouri to plunder its
by their poi wmun isthep! stocks of paddlefish, u[tenu.ndercnver

reaching up to seven feetlong, duri thesi —week Dfdnl'lﬂ!ﬁ and leavi

paddlefish produce large amounts of roe  period during which ingi behind them. Butuntil

that taste remarkably like Russian allowed. Lhen, Ho]lymansn:rd’;ﬂzﬁsh Caviar Heist

Sevruga caviar, which isamong the In thefirst three episodes, the story will dojust fine.

most expensivein theworld. Inthe Hollyman tells isremarkable as it

2000s, black marketeers from Russia
descended on Warsaw'to catch female
paddlefish, extract their eggs and ship
them back home.In the true crime
series Paddlefish Caviar Heist, the food
writer and journalist Helen Hollyman
travelsto small-town Missouri to tell
this story.

Thereislittle atrue-crime seriesloves
‘more thanto send metropolitan types
into rural backwaters to solve a mystery
while embarking on a spurious personal
journey. It's a trope that was deliciously
sentupinsatirical media outlet The
‘Onion’s spoof podcast, A Very Fatal
‘Murder, in which a big-city production
team blunders around a provincial town
where “noonehas HRO”.

Hollyman isat pains to point out she
isacountry girl at heart, having recently
moved from New York to Texas.
Nonetheless, there are moments in the

* FINANCIAL TIMES

moves from Warsaw to London’s Scho

The paddlefish’s eggs are a sought-after commodity — cen schaferatamy Sock Photo
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FT BIG READ. WAR IN UKRAINE

A trove of documents providing a complete paper trail for one shipment of grain illustrates a complex
shadow operation managed by private companies and arms of the Russian state.
By Polina Ivanova, Chris Cook and Laura Pitel

ecoming one of the heads of

Russia’s massive grain-loot-

ing operation in occupied

south-east Ukraine may seem

an unusual career move for
Nikita Busel, the founder of two bou-
tique hotels and a hipster coffee shop
chainin central Russia.

But by the summer, the businessman
was in Ukraine’s Zaporizhzhia region,
which had been partially seized by Rus-
siantroopsin March.

As local officials installed by Moscow
set up a “military-civilian administra-
tion” to govern the newly occupied ter-
ritories, Busel took on the role of general
director of a new government-run firm:
the State Grain Operator.

Zaporizhzhia is one of the main grain-
producing and processing regions of
Ukraine, in turn one of the world’s big-
gest grain exporters. Moreover, Russia’s
invasion of the country was causing glo-
bal food shortages and sending prices
for grains soaring.

An investigation by the Financial
Times into the illicit grain trade out of
occupied Ukraine reveals a complex
shadow operation managed by private
companies and arms of the Russian
state itself.

A trove of documents seen by the FT
— including invoices, cargo manifests,
receipts, and certificates of origin —pro-
vides a complete paper trail for one
shipment of grain, from occupied
Zaporizhzhia to the global market.

The paperwork, which traces the
journey of a 2,675 tonne shipment of
milling wheat, has been corroborated
by satellite imagery, shipping trans-
ponder data, boat-spotting in northern
Turkey and interviews with smugglers
and traders.

This small shipment from a quiet port

Nikita Busl, right,
went from hoteller
1o general director
of the State Grain
Operator

reveals how the illicit trade operates,
and how different Russian institutions.
work together to provide cover stories
for the private companies and ships
involved.

This spring, the officials installed by
Moscow to run the occupied territories
set up the State Grain Operator to han-
dle what they told Russian state media
was more than 1.5mn tonnes of stored
grain. The next harvest, they forecast,
would bring a lucrative further haul of
1mntonnes.

But the entity, mentions of which
were confined to local and Russian state
media, remained opaque. It does not
have an entry in any Ukrainian or Rus-
sianbusiness registry.

A founding document says it was set
up on May15 as an agency of the region’s
“military-civilian administration” to
purchase grain from local farmers and
resell it for export.

Any profits would go back into this
state company, the document said, and
support the local occupation govern-
ment. It is not known where profits will
now go; Zaporizhzhia was claimed as
part of Russia on September 30.

The State Grain Operator began
advertising on local social media chan-
nels and invited farmers to “co-operate”
by selling grain via drop-off points ata
setprice.
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occupied Ukraine

likely to be shipped out via ports in

Invoices and cargo trace
the journey of the Pawell, centre,
and its cargo of approximately
2,600 tonnes of milling wheat
FTmontece

ing Crimea.

In the promotional video, Busel
appears to confirm the State Grain
Operator has been appropriating
Ukrainian assets.

“we find an abandoned asset, we go in
and take this enterprise under our secu-
rity control, do a full inventory,” he said.
Buthebillsitasa positive for local work-

produced a lot of paperwork about its
origins — a packet of which has been
seenbythe FT.

One document is explicit that the
seller of the grain is the State Grain
Operator. It lists the Pawell as the ship
takmg the consignment, a 90m-long

Syrian-flagged general mrgovessel and

occupied Ukrainian port of Berdyansk
but Port Kavkaz, a Russian hub now
notorious for laundering illicit grain
transfers from Ukraine.

Geos’s owner, Russian businessman
Igor Pozhidaev, has worked on grain
tradingin the region and out of occupied
Crimea for many years, Russian busi-

show.

states Lhat
h ipied Ukrainian regmnofzapur—

ers: “We create the conditions for the
employees to continue towork.”

The FT has sought to contact the State
Grain Operator but advertised tele-
phone numbers are not operational at
present. Emails sent to several of his
other companies went unanswered and
Busel did not respond to direct mes-

izhzhia.

Few ships would load at an occupied
port as it risks sanctions and the atten-
tion of Ukrainian authorities, which are
active in pursuing vessels which they
believe contain looted grain.

Syrian-flagged vessels such as the
Pawell. however. are frequent visitors to

He acknowledges that his business
‘was transporting grain on the Pawell,
but flatly denies the grain had come
from occupied Ukraine, describing any
documents that purported to show oth-
erwise as “fake”.

“This grain has no relation neither to
Zaporizhzhia, nor to Ukraine. It relates
to Port Kavkaz. for which there are all

that, 1don’t really know what. 1 don’t
know this business.” Still, he told them
he wasinterested in trying to sell it.

The Pawell arrived on September 3 at
the port of Samsun, on Turkey’s Black
Sea coast, bearing its Port Kavkaz
paperwork.

Asgarov thought he had found a
buyer, but after a drop in wheat pricesin
Turkey, the customer pulled out and the
60-year-old businessman got cold feet
about acting asan intermediary. “Isaid,
“Let’s cancel it my brother, I cannot help
onthisissue,” Asgarovrecalls.

Asgarov says he had no idea that the
grain may have originated from occu-
pied Ukrainian territory. “We stay far
away fromimproper dealings,” he says.

The Pawell did not stay long in Sam-
sun. After Northwest Group Yapr’s
failed sale, it moved a little along the
coast, to a small seaside Turkish town
called Sinop. On September 10, Yériik
Isik, who runs the maritime consul-
tancy Bosphorus Observer, took a pic-
ture of the boat at anchor a few miles
from the coast of Sinop.

Then, the ship switched offits signal-
ling systems and disappeared once
again. When it reappeared some weeks
later in the eastern Black Sea, it was sit-
ting higher in the water. It had finally
disposed of itsgrain.

Turkish buyers may have been loath
to buy the cargo not just because of the
price, but also out of concern at getting
into trouble with Ukrainian authorities.

Pozhidaev of Geos says: “Thanks to
the rumours, including yours. . . Thad
some problems with selling it in Tur-
key.” Traders have reported increasing
scrutiny in Turkish ports.

Pozhidaev says the paperwork show-
ing the Pawell’s call at Berdyansk is
forged, and named a Ukrainian who he
claimed had concocted the documents.
“It was never there, I'm telling you,” he

“The cargois sold. The
stuff'you're digging for —
that it was in Ukraine? —
that’s all nonsense’

says. “It’s all trash. It’s a fake. I don’t
know why they picked my vessel, but 1
guess somehow they did.”

Yet Russia’s own bureaucracy appears
to make the wheat’s origins clear. Pub-
licly accessible Russian port databases
contain details of the Pawell’s move-
ments that contradict the account in the
second set of documents.

For example, the Pawell’s revised
paperwork includes a note from the
captain saying the boat was loaded with
grain in the Russian port of Port Kavkaz
on August 11

But the Russian port database shows
that the Pawell had left the Kavkaz port
inthe evening of August 10, and was car-
rying no cargo atthe time.

It sailed north to “Azov”, the port
database recorded, a reference which
could mean it went to Russia or to the
Azov coast of occupied Ukraine.

Satellite imagery also undermines the
timeline: the Pawell is visible in photo-
graphs taken by US imaging company
Planet Labs in the Port Kavkaz anchor-
age on the morning of August 9, the day
beforeit turned offits AIS transponder.

Pozhidaev says that the ship sailed to
Temrvuk. a neighbourine Russian port.

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F 31&ts=20221030201333&uq=20220804103507
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In a promotional video sent to local
farmers, Busel, a hotelier and owner of a
road-building company with Russian
government contracts, stands in front of
a Russian train filling up with local
grain. A voiceover proudly proclaims
that farmers were now being supported
and buyers had been found in Russia,
Syria, Turkey and Iran.

Ukrainian agribusiness owners and
managers who have fled the occupied
region told the FT that this State Grain
oOperator is reselling grain stolen from
their warehouses or harvested from
fields they previously owned.

“They concocted a government, and
then they concocted this company as
well . . . claiming it would handle grain
purchases,” says the manager of one
expropriated business, which was head-
quartered in Berdyansk, a port in occu-
pied Zaporizhzhia. “They seized our
storage facilities . . . And now they’re
doing their so-called business activities
there,” says the manager, who asked to
Temain anonymous.

The business address is now named
by the State Grain Operator as one of its
own. “The farmers have nochoice,” the
manager adds. “Either hand over the
grain, or it’ll be taken from them.”

The State Grain Operator seems to be
still in operation: each week, it pub-
lishes lists of prices per tonne at which it
is purchasing agricultural products
fromlocal farmers.

In August, the local government said
the region was exporting about 5,000
tonnes of grain a day by rail and about
1,500-2,000 tonnes by road: much is

18

“The farmers have no

choice . ..

either hand

over the grain, or it will
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sages sent via soclal media.

‘When contacted, managers at both of
Busel’s hotelssaid they had not seen him
for along time. Some never have. Other
staff told the FT that they did not know
howto contact the owner.

To sell the goods, the State Grain
Operator needs toget them abroad.

On August 13, occupation officials
signed off paperwork, seen by the FT, to
clear the export of 2,675 tonnes of mill-
ingwheat through Berdyansk.

To persuade prospective buyers that
the grain was safe, sanitary and prop-

5
be taken from them’ erly handled, the authorities in the town
100 ki
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recognised by the international community

occupied Ukrainian ports, often taking
consignments directly to Syria.

Even before it arrived in occupied
Ukraine, the Pawell had muddied its
tracks.

Readings fmm the ship’s AIS t.mns

ponder, i

the relevant documents, from the
chamber of commerce of the Russian
Federation to the contracts with the
farmers that grew it, from whom 1
‘bought it, along with all the invoicesand
receiptsandso on,” Pozhidaevsays.

uun to other vessels, shows that nn]ul'/
31it arrived in the Kerch Strait, a body
of water within a day’s sailing of the
port, where it wait

Then, suddenly, in the early evening
on August 10, it switched off its signal-
ling system and disappeared off the
Tadar.

The Pawell reappeared on August 15
— two days after the paperwork seen by
the FT says the ship was filled with grain
in Berdyansk. It was back in the Kerch
Strait. Exceptnow, itsdepth in the water
— the so-called draft — was reported as
significantly deeper: it was loaded with
cargo. Over the next two weeks, the
ladenshiploitered near the strait.

A casual observer might assume it
had been filled in the Kerch Strait. Asec-
ond set of documents, also seen by the
FT, was prepared to support this idea.
The documents — certificates of origin,
cargo manifests — all signed in the final
days of August, rewrite the backstory
for the source of the grain.

These newer documents no longer
have the State Grain Operator as the
seller but Geos LLC, a Russian private
company headquartered in Novorossi-
ysk. The origin of the grain is listed not
as occupied Zaporizhzhia but Togliatti,
acity in Samara, a region of Russia.

The port of departure isno longer the

* FINANCIAL TIMES

He declined to share any of these doc-
uments. The grain, he says, had got to
Port Kavkaz by train.

Athis suggestion, the FT spoke to offi-
cials at the chamber of commerce in
Togliatti. They too insisted that this
paperwork was all in order. The certifi-
cate can be accessed on an official data-
base.

‘Without Ukraine and the State Grain
Operator, the goods could be sold more
easily; Turkish customs would be more
likely to wave the cargo through, and
buyers would have less fear of legal
reprisals for buying looted goods.

In early August, at about the same
time as the Pawell was loitering around
the Kerch Strait, Akbar Asgarov
received a telephone call from an associ-
ate of an old friend.

The Azeri busi h an

to fill. No ship matching the Pawell was
visible on a satellite photograph of the
port or in its anchorage on the morning
of August13.

Photos from Planet Labs do, however,
show a boat of Pawell’s size and colour
arriving and being filled in the occupied
Berdyansk port exactly as the original
documents suggest.

The low-resolution images are too
grainy to allow positive identification,
but appear to show the hold of a boat
loading up with a grain-coloured sub-
stance on August 12 and August 13. This
is consistent with the original paper-
work, which the Russian businessman
says was faked.

Any ship calling at the quiet port of
Berdyansk is unusual. In the menth
before this shipment, the satellite pho-
tography captured just one other cargo
ship entering Bere

‘The final destination of the Pawell's
consignment appears to have been the
little-watched east Turkish port of
Hopa, on September 26.

Istanbul-based construction
called Northwest Group Yapl, had no
experience of the grain business, by his
own account.

But the caller, who was from Geos,
suggested that Asgarov could take the
Pawell’s cargo and find buyers for it in
Turkey — a major regional hub for
processing wheat.

“They rang me and said, “We have
these goods from Russia, from Novoros-
siysk [a large Russian Black Sea port],”
Asgarov tellsthe FT. “They said thisand

The FT identified a ship the
Pawell’s dimensions and distinct colour
scheme in port on that day. A few days
after that, port authorities posted an
image of the Pawell moored at Hopa’s
grain elevator.

Pozhidaev declines to confirm where
the grain was sold, beyond saying it was
in Turkey. He says: “In the end, I sold
the cargo. It's sold and the Turks are per-
fectly content with the Russian docu-
ments that 1 gave them. The stuff you're
digging for — that it was in Berdyansk?
—that’sallnonsense.”

Monday 31 October 2022

The FT View

FINANCIAL TIMES

‘Without fear and without favour®

The tricky balancing act for central banks

ft.com/opinion

Beating high inflation is
vital, but risks of tighter
policy are mounting

In 2015, following several false alarms
that prices would take off, former US
Treasury secretary Lawrence Summers
said the Federal Reserve should not
raise interest rates until they had seen
“the whites of inflation’s eyes”. Now,
with inflation near 40-year highs across
the developed world, central bankers
are instead worried about easing off
monetary tightening before there is
firm evidence that price pressures are
waning. They are right to be wary of
high inflation becoming entrenched.
But as interest rates climb, they face an
increasingly challenging ballncmg act

nicity not seen in the past five decades,
inflation in advanced economies has
remained stubbornly high. Looser fiscal
policy and, outside the US, weaker
currencies have added to existing price
pressures — including from labour
shortages, high energy and food prices,
and choked-up supply chains. The US
and British central banks are both
expected to deliver hefty rate rises in
meetings in the coming week. The Euro-
pean Central Bank on Thursday raised
itsdepositrate toits highest since 2009.
‘With inflation running at four to five
times target rates, central banks will
need to push up the cost of credit fur-
ther. The longer inflation remains
elevated, the greater the likelihood of
high prices becoming hard-wired into
expectations, driving wages and prices
up further. Indeed, some measures of

as the risks of deeper down-
turns and financial market ructions are
alsomounting.

Despite central banks increasing
interest rates this year with a synchro-

dium-term h hold and business
inflation expectations in the UK, euro-
zone, and US are still above the 2 per
cent target. Central bankers are also
aware that trying to row back from a

high-inflation regime, once entrenched,
would require a more aggressive and
costlier tightening. And while energy
and supply chain price pressures have
eased recently, upside risks remain.

Yet as monetary policy has become
more restrictive, calls have grown for
central banks to ease off amid rising
recession risks. Higher rates are already
curbing demand: corporate borrowing
conditions have tightened, mortgage
repayments costs are increasing and
there are nascent signs thatlabour mar-
kets are cooling. There is a risk central
banks go too far; turning a slowdown
into a crash. That could mean a wave of
business insolvencies, steep falls in
house prices and higher joblessness.

After a decade of low interest rates
and ample liquidity, there arealso warn-
ing signs that the rapid rise in rates —
and planned shrinking of bloated cen-
tral bank balance sheets — may upset
financial stability. Recent upheavals in
UK pension funds demonstrated just
how volatile markets are. Meanwhile,

strains have been building in the US
Treasury market and, in the eurozone,
rising rates are adding pressure to
peripheral sovereign bond spreads.

Setting monetary policy isfar froman
exact science, but right now the risks of
both over- and under-tightening are
amplified, particularly as economic
uncertainty is also high. Central bank-
ers need to judge how quickly higher
rates are passing through to the real
economy and the knock-on impacts of
central bank actions elsewhere. Gaug-
ing policy is even harder as govern-
ments try to cushion economies against
high energy costs — and as geopolitical
tensionsrise.

Central banks need to stay focused on
bringing inflation down. But they will
have to tread with ever more care, keep-
inga firm eye on brewing economic and
financial market risks. Above all, they
need to be wary that by trying to miti-
gate the risk of high inflation becoming
endemic, they do not unwittingly
unleash awholenew set of threats.

Demographics

Japan's empty villages
are a warning for China

Maria Hergueta
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ext year, according to a
recent estimate, Japan
‘will have roughly 11mn
unoccupied residences —
slightly more than the
entire residential stock of Australia.
By 2038, under one scenario in the
same forecast, just under a third of
Japan’s dwelling units could lie empty.
Agloomy prognosisfor Japan, where
spooky, semi-abandoned rural vil-
lages already abound, but a portent of
much bigger trouble, potentially, for
China. For many economies, Japanifi-
cation may be a vague worry; where
bubbles are concerned there is danger.
And there’s a warning klaxon that
Japan may now be sounding for China

number of households has continued

torise (because of more people living
alone and with greater longevity) and
is only due to peak next year (at
54.19mn). After that, the housing sur-
plus will rise more acutely and the
downward pressure on property
pricesstrengthen.
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Bien sur, aber sicher, it would be great if
France and Germany could see eye to
eye on all key policies (FT View,
October 27). But Europe doesn’t work
like that. Until recently the big three in
Europe — Germany, France, Britain —
maintained a rough and ready
equilibrium.

1f all three agreed something would
happen, it did. If two partners wanted
‘o move forward, the third could act as
abrake. If two partners said No, the
‘third usually could not impose its will.

7 ili H i 3 Productivi is harder
Europe’s equilibrium is upset by Brexit too ty 2p
to spot among laptop class
Rana Foroohar (“The pen'].i of
French president only has to chat to ‘When I was Tony Blair’s Europe “productivity paranoia™, Opinion,
‘himself to decide French policy and minister I would patrol Paris and Berlin anber 24) is right to point out the
action. A German chancellor has two chatting to friends when the lties in measuri i
coalition partners with very distinct German Social Democrats and French productivity, particularly when those
views on what good policy for Europe Socialists were in power, picking up people are working at home. That does
and Germany might be, and a dozenor | their priorities and reporting back to not mean that we should give up
‘more regional heads of government London. I talked to friends in Rome trying, because it is surely not
who also think they have a right to be and Madrid as well to get a wider paranoia.
consulted. picture. In every case where productivity is
In addition, be careful of interpreting Alas the Brexit isolation of Britain indeed directly measurable, typically
“disaccord” between France and fmm the conhnent has ended those in less well-paid jobs such as call centre
Germany on the basis of Paris but as with the P or ff, wide
‘briefings. The aprés-Macron politics is era in the US or the isolationist policies variations in individual performanoe
already getting under way and there of appeasement in Britain in the 1930s, | are found. How could we possibly think

Now Brexit has isolated Britain as a
European geopolitical player. Germany
far outweighs France in population,

are vested French interests who want
to trip up this young and on the whole

nothing lasts forever.
Denis MacShane

For China, the biggest
issue now may be how to aveid a
Japan-style property crisis, as the
strategist Simon Powell argues in a
research note published recently by
Jefferies. Based on population projec-
tions, he says, China may already have
enough housing to meet its future
needs. As an economy with an unprec-
edented dependence on housebuild-
ing, it risks making the same mistake
as Japan, simply carrying on with new
construction as if demographics did
notmatter.

Then the risk becomes a significant
collapse in prices and the sort of cor-
rection with which Japan is still wres-

that those variations do not also exist
among the laptop class? It’s just much

economy and strong public finances. A | innovative president. Former Europe Minister, London SWi, UK | harder to spot them.
Jonny King
Tokyo, Japan
The west must heed DRC Investment funds should 5
. : R It’s the other uses for the
calls for financial support do what it says on the tin
The world needs to wake up fast, and 1read with interest Brooke Masters’ Aga that are overlooked
respond in earnest to President Félix article “Investment managers left 1am a regular FT reader, particularly at
Tshisekedi’s call for support for the n (i rattled by fund names rule change™ weekends, and do like James Max's
Democratic Republlc of Congo’s 1 (Report, October 27). articles. But in one of his latest
in fields such Nt 1was particularly interested toread | columns I think he got the balance
as renewable energy, education, health that the US Securities and Exchange wrong and was unfair to Aga. And I
and job creation (Video Interview, Commission is focusing on funds that believe there are lots of Aga lovers who
October 19). COP27 is an important have misleading marketing. read the FT (“Should 1 keep my Aga
opportunity to signal such intent, as The thrust of the argument is about switched off?”, FT Money, FT
part of a broader commitment to visibility for investors with a ‘Weekend, October 1).
Africa on climate mitigation and requirement that 80 per cent of the Agas, when fully used, do everything
adaptation, energy, agriculture and holdings match the description or from heating the kitchen to airing your
nance. name of the fund. clnlhes, using its drying rack
Tshisekedi made a compelling case at This is a wel andI My electric kettle, tumble

the FT Africa Conference for the need
for his country to transition rapidly
into a more inclusive and prosperous
society. He indicated that oil and gas
exploration in globally vital forest and
peatland areas of the DRC, including
'Virunga National Park, remains a

A ship carrying grain from Ukrain,
passes through the Bosphorus Strait

support SEC chair Gary Gensler in the
push for transparency and openness
around the need for accuracy when
aligning a fund’s name and its
components.

This was an issue I came across when
investing in an exchange traded fund

dryer, plus electric cooker to the side of
the Aga, are redundant once the Aga is
on — November to May in our case.
We've seen a significant drop in our
electricity bills in our first Aga winter,
and are looking forward to the Aga
being on and putting the electrical

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 10%2F 31&ts=20221030201333&uq=20220804103507
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relating to the effect of demographics.
The “empty home” research by
Nomura Research Institute is the lat-
estinaseries on Japan's property mar-
ket that it and other organisations
have generated over many years.
er, they describe an economic

An ageing and shrinking
population creates the
basic structural pressure
for a housing surplus

landscape that has not really recov-
ered from the collapse of the late
property bubble. Thy

that implosion, the failure of regula-
torsto be tough with banks and theill-
composed stew of policies intended to
nourish a recovery still cause pain,
deflation and distortion.

An unavoidably big part of that
arises from demographics. An ageing
and shrinking population, with only a
small offset from immigration, creates
the basic structural pressure for a
housing surplus. This is amplified by
decades of housing policy that has
ignored population decline, failed to
remove unwanted or unusable prop-
erty and encouraged construction to
preserve gross domestic product.

One of the more striking assump-
tions of NRI's forecast (which includes
unoccupied second homes and unoc-
cupied properties for rent or sale) is
that, even as the number of empty
units roughly doubles between 2023
and 2038, construction will add more
than 8mn new ones.

From 2023, figures from the
National Institute of Population and
Social Security Research suggest, that
should become far harder to justify.
Although Japan’s population has been
shrinking for more than a decade, the
impact on housing surplus has been
temporarily damped as the total

Monday 31 October 2022

tling. “There is an important resem-
blance between Japan in 1990 and
China today: a certain kind of growth
has reached the end of the line,” says
Powell, noting that China’s working-
age population has already started to
fall, and that both countries have
depended on a development model
based on sky-high levels of investment
and accumulation of physical assets.

There are two main struts in Pow-
ell'sargument. The firstis that Japan’s
experience suggests a strongly asym-
metric relationship between popula-
tion change and housing prices. Onthe
way up, research suggests that every 1
per cent increase in population growth
isassociated with a 5 percentage point
increase in house prices. Inreverse, a1
per cent decline in population pro-
ducesa much larger price decline.

The second partis that marriage in
China is on a downward slope, drop-
ping from 13.5mn in 2013 to 7.6mn in
2021. Unlike in western OECD coun-
tries, where the ratio of children born
to unmarried couples can be as high as
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viable option for his administration. It
‘would be insincere for developed
countries to expect otherwise, or set
‘the scrapping of these licences as the
condition for development
co-operation.

Thisis particularly the case since the
‘world’s largest emitters are so far off
meeting their own emissions reduction
commitments, and since they have also
fallen woefully short of meeting their
obligations on climate finance.

Itisundeniable, as the president
says, that the international mmn:mmty
‘bears an enormous to

Turkey has advocated that the path to
anegotiated settlement must remain
open. The Black Sea grain initiative and
the recent prisoner swap proved the
value of negotiations. As mentioned in
Rachman’s article and reported
elsewhere in the FT, Turkey’s
credibility as a respected facilitator and
its engagement with both the Russian
and Ukrainian leaderships were
instrumental in brokering those deals.
Turkey will continue to underline
the need mkeepthe vision of a
alive and is

support the DRC to pmmct its forests,
and to provide major flows of finance

ready to contribute. But the
international community should not

60 per cent, in China it is p!
closer to the Japanese level of below 3
per cent, says Powell. Fewer marriages
may, as in Japan, producea short-term
rise in household formation, but ulti-
mately it more likely guarantees the
continued fallingbirth rate.

There are measures that Beijing can
take, and factors that may signifi-
cantly delay China’s replication of
Japan's experience. There are, clearly,
important differences between the
two economies: even as the hissing
sound from China’s bubble has
become louder, it has sustained higher
economic growth rates than japan did
atthe equivalent point in its history.

That may, says Powell, be giving Bei-
jing a greater margin for error than
Japanese policymakers had in the
early1990s. That margin should prob-
ably not be squandered.

leolewis@ft.com

‘to support the country to pursue a leave Turkey alone in its diplomatic
different economic path. Tts.
The G7 and other like-minded Umit Yalgm
nations should urgently put forward a Turkish Ambassador to the UK
credible partnership modelled in part London SW1, UK
on the Just Energy Transition . 3
Partnership struck between South FT's take on business in
Africa, the EU, the UK and others at . - -
T Riyadh irks this reader
Such an amngement acmld be Twas dlsappumted to read your
further d by dent’s highly critical report
major additional flows of finance from on ICPMG ’s firm in Saudi Arabia

the global carbon markets to the Congo
Basin.

Any such partnership should be
linked to a broader structural effort to
support the DRC to repatriate more
profits from its other assets, including
its mining sector, which would

(“Despair in the desert”, Big Read,
October 19).

Five years ago I spent some time with
some of the senior partners in Riyadh
discussing a potential joint project, and
found them helpful, co-operative and
friendly. I can only speak well of the

generate greater employment and tax people I met and had dealings with.
revenue — all the while safeguarding They gave me introductions to top
‘the rights of indigenous people and people in the Tadawul stock exchange,
local communities. the Saudi Central Bank and the Capital
‘Wanjira Mathai and Edward Davey Market Authority.
Wworld Resources Institute The project didn’t materialise in the
Nairobi, Kenya and London, UK end, but in the time I spent in their
office in Riyadh, I perceived nothing of
Turkey trumpets case the atmosphere of fear described in
2 o Madison Marriage’s article. And,

for U](ramc d]plomacy indeed, wh]le 1was there, one of the

deon Rachman’s article of the project
"Dlplornacy should not be a dirty was a newly appointed female partner.
‘word” (Opinion, October 18), from the | Nigel Kendall
very beginning of the war in Ukraine, Worplesdon, Surrey, UK
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‘whose label was fossil fuels. On further
investigation I noted that the top 10
‘holdings were US pharmaceutical and
technology companies. Not only is this
misleading, it also skews the risk
profile for investors. In my case, I

to increase my weighting to
fossil fuels and if I had proceeded
‘would have added to my weighting in
US pharmaceutical and technology.

This is a reminder that retail

investors should be consistently
curious and inquisitive.
Charles White-Thomson

The new UK’ car sticker
and Britain’s global role

Six years on from the Brexit
referendum perhaps it is time for the
UK parliament to commission a cross-
party review of the present state of the
United Kingdom of Great Britain and
Northern Ireland after it’s creation
almost exactly 100 years ago (“Sunak
eases back on post-Brexit axing of EU
legislation”, Report, October 28).

It is no longer a question of
Remainers and Leavers’ views on the
referendum but we need a real
understanding of the role available to
the UK in today’s highly
interconnected world, and 1 suspect
that role is not a “Global Britain”.

The war in Ukraine has shown the
dangers facing Europe. The UK is
assisting Ukraine in a very responsible
and effective manner. However, the
UK’s stance contrasts with the present
lack of leadership in foreign policy and
defence in the EU. How different that
might have been were the UK still a
member.

By the way, a joke doing the rounds
on Milan streets is what does the “UK™
car sticker stand for? Answer: Ukraine.
Hugh Malim
Milan, Italy

items into storage. Ours is oil-fired and
consumption has not caused us any
concerns that we need to monitor.

Like Max, we inherited the Aga when
we bought our house in Cornwall. Until
this point we had had no hands-on Aga
experience. House viewing last year we
came across an electric Aga, but the
oowner had no electric bills to show us,
due to signing up with a solar provider.

I could go on. Last February ina
power cut that lasted 60 hours the Aga
carried on. Max might not have this
problem in Essex where he lives,
although with gas reserves stretched he
could be at risk. However, 1 think he
might be more at risk from Aga lovers
than the climate extinction brigade.
James Humphrey
Saltash, Cornwall, UK

‘Why higher tax on rich
red wines goes down well

Sellers of robust and full-bodied red
wines are crying foul over duties that
will penalise higher-strength wines
from 2023 (“Price of rich red wines to
soar after duty freeze abandoned”,
Report, October 24).

They should perhaps consider how
poorly they have served those of us
who prize taste but would prefer the
lower strength wines that we easily find
on holiday in the south of France and
Italy but cannot find here.

The British are offered little or no
choice in lower-strength reds,
ill-serving those who would still like
to drink but reduce their alcohol
consumption. At last the drinks nanny
might actually increase choice.

Lesley smith
London NWe6, UK

Correction

@ About 9,000 jobs will be cut at Credit
Suisse, not 5,000 as incorrectly stated in
aLexnote on October28.

Opinion
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Richard
‘Waters

verpaying for Twitter in
the midst of a tech stock
downturn and secular
decline in social media
advertising may turn out

Could Twitter be Musk’s “Waterloo?

publiclife. As one veteran Silicon Valley
financier warned when the billionaire
first declared his desire to buy Twitter:
this deal could turn out to be Musk's
‘Waterloo.

The first problem is to cement Twit-
ter’s role as an open ma.rketplace for

it better. After sacking much of the
mmpany"s top management, ulcludmg

day on the service, it is an invaluable
tool. But Musk has set his sights on

tising to make

tap into. Thisis an idea that harks back
toTwitter’s earliestdays, when the com-
pany briefly pursued a platform strat-
egy if cn:her companies brought their
bear on Twitter’s con-

‘most directly reaching a far bigger audience, while
for tackling online - also i d
information, he seems doomed to moneyfrom
repeatlessons Twitter has already spent His supporters talk as though his
many years learning. record in other markets almost guaran-

ideas without at th ningit Musk’s business interests
intowhat he callsa “hellscape”. Insome  al. licate the picture. Hi: p:
ways, Musk himself may be the worst  ni D ongover deci-

persontotakeon thisjob.

For a start, his own use of Twitter
hardly makes him look like a suitable
arbiter of online behaviour. He hasoften

e the least of Elon Musk shown a tone-deafness in trolling his
hi f the i d hasused the servi ik

mmpa.nv last week, the world’s richest  aim at people he disagrees with. He

man has just taken on not one but two  notoriously tweeted thathe was close to

seriously difficult problems. Failure to
solve ﬂlem would tarnish his enviable

astherareall|

a fictitious Tesla buyout, leading to a
fine from the US Securities and
and the loss of

purp
preneur whohas broughta golden touch
to markets as different as electric cars
and rocket ships. It would also under-
‘mine his pretensions to being able to fix
difficult societal problems, at just the
momenthe seemsbent onusing his con-
siderable wealth and personal influence
to assume a more prominent role in

hisTesla chairmanship.

Despite claiming to be a “free speech
absolutist”, Musk has already com:eded
that of content
is needed. But he hasn’t explained
clearly why he thinks Twitter’s previous
management failed at this job, or what
standards he would apply in trying to do

He seems doomed to
repeat lessons the
company has already spent
many years learning

sions when it comes to things such as
opening new car plants, securing raw
materials and winning contracts for
rocket launches. That could give foreign
governments leverage if they want to
influence how Twitter operates.

His second problem is Twitter’s
failure to break out of a relatively nar-
row business niche. For the information
junkies who spend large parts of their

tees success. One co-investor in the
Twitter buyout, speaking before the
deal was completed, claimed to be
unconcerned about the $44bn purchase
price, which was agreed before the
recent tech stock slump. With Musk in

tAnL presenting it in different ways for
their own audiences, it might expand
the market more rapidly than Twitter
could doalone.

A platform approach could also
go some way to resolving Twitter’s
moderation problem. Groups of users
could take on the job of moderating

charge, this person said, the pany
might end up being worth $300bn. Yetit
was not clear how this would be
achieved.

Musk has suggested that one route to
expansion could be to build bigger audi-
ences around different it

inter-

pi arei
in, as they already do on Reddit. or
other companies that build their own
services on the Twitter platform could
assume the responsibility, devising dif-
ferent levels of moderation to suit the

ests. That is something Twitter had
already been working on, though it was
lagging well behind the ambitious goals
that had been set for audience growth.
To make faster audience gains, he will
need somethingmore radical.

One option would be to turn Twitter
into a platform, making it a central
repository for tweets that others could

particular audi they are trying
toattract.
‘Would Musk back an idea like this?

For now, the only sure thingis that he is
taking Twitter back to the drawing
board. The reputation of the era’s most
successful entrepreneur is riding on the
outcome.

richard.waters@ft.com

Britain must not
be complacent
about its
multiculturalism

Sunny
Hundal

ith typical understate-

ment, Britain’s first

non-white and Hindu

prime minister has

arrived to little fanfare.
Most Conservatives welcomed him but
said his background was irrelevant.
Many on the left cautiously celebrated
the broken glass ceiling, but said he was
toorich to be representative.

However, there is an important global
context missing from this debate. Rishi
Sunak has been tasked with leading the
country, despite his brown skin and
Hindubeliefs, because Britainis increas-
ingly comfortable with being a multicul-
tural democracy. We are becoming a

The world
needs to prepare
for the chip wars

Rana
Foroohar

here has been widespread
portrayal of President Joe
Biden’s recent semiconduc-
‘tor export bans on China as
America’s declaration of
economic war with the country. But, in
fact. Washmgon is merely reacung to

strong roots in technology develop-
ment. It is also a big, single language
market with room to grow and loop
other countries into its regional eco-
nomic orbit, just as America did in the
post-second word war period.

“You can like or not like the Chinese
system, but there is no denying that it
hasworked well for China. Indeed, it has
worked so well that the top beneficiaries
of globalisation over the past half cen-
tury or so have been China, and big mul-
tinational companies.

The amazing thing is that some peo-
ple at the top rungs of those companies,
aswe]lasmpohcyu.rcles. sn.llthmktha

CEOs of American consumer-facing
brandsthatuse chlpsarestzmngtoask Biden administration is trying to from several decades worth of just-in-

electric vehicle industry, which the

policy T ]usthnwfar

u.ld be ha.rder, smce they

inventory is bad, which is a big shift

nation wh races, faiths and
gender identities are embraced. We still
argue over our differences and there are
many biases to be tackled, but our
diversity is increasingly, and rightly,
regarded asa strength.

Some on the left see thisas unremark-
able, but it reallyisn't. Most of our ideo-
logical brethren across Europe and east
Asia pay lip-service to diversity but
resist it fiercely in practice. Worse,
about 70 per cent of people worldwide
live under dictatorships. Multicultural
democracies are a minority within a
minority.

Most of the world is, in fact, rejecting
these ideals. They see us arguing over
our differences and are repelled. They
think social diversity leads to political
paralysis and decay. Moreover, they
resent us for pushing our values on
the

em.

Oneof the leaders of this movement is.
Russian president Vladimir Putin, who
has been open about his feelings for

Many nations are rejecting
our ideals. They see us
arguing over our
differences and are repelled

years. “In many [western] countries
today, moral and ethical norms are

being idered; national traditions,
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Befjing, and itisa latereactionat that.

It is worth recalling that China actu-
ally paved the way for formal supply
chain decoupling with the Made in
China 2025 programme. This was
announced seven years ago (before the
Trump presidency) and explicitly spelt
out the country’s desire to be free of
western technology — chips in particu-
lar — within the next few years.

The Communist party quickly retired
the Made in China phrase after some
backlash from the west, but the policies
largely continued. More recently, a new
emphasis from Beijing on the Military-
civil Fusion strategy added fuel to the
fire, with economic and military devel-
opment goals, particularly around tech-
nology, becoming more closely aligned.

1 find it hard to believe that anyone
who has spent time in China in recent
years could have thought that it would
be otherwise. Like the US, the country
has a military industrial complex with

the US should continue to pretend that
technology decoupling isn’t a fait
accompli. Think about it. In an era in
which it is nearly impossible to disen-
tangle military and civilian uses of
high-end chips, do you continue to ship
those products to your biggest strategic
adversary?

Many of the complaints about Wash-
ington aggression, and much of the con-
tinued reluctance toconfront the reality
of the new trade paradigm, have come
from Europe. I can understand that.
Both the UK and the EU are stuck liter-
ally in between the two superpowers. It
is not surprising that they would like to
put off choosing between the two, at
least in terms of which technology eco-
system to pick, for aslong as possible.

But most Americans (and most Chi-
nese for that matter) tend to prefer
plain talk to diplomatic can-kicking. US
companies and staff in the chip sector
are moving out of China. But many
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will go, and just how quickly. What
exactly will US companies be able to sell
in China?

The answer will depend on how
porous the new rules are, and how many
exemptions are given. It will also
depend on china’s next move, which
may be to restrict some exports of rare
earth minerals, the bulk of which it con-
trols. Those are used in the defence
industry, as well asin electric vehicles.

The US military could cope, since it
has been stockpiling for some time, and
allies such as Canada and Australia are
also starting to mine more of these
materials. The hit to the burgeoning

Just how far decouplin
will go depends on how
porous the new rules are
and on China’s next move

‘would be second in line tor supply.

What is more, says Christopher
Gopal, a veteran supply chain expert
who teaches at the University of South-
ern California, the Chinese could
restrict the export of lower-end chips
made in the country, which are used in
both traditional automobiles and EVs.
Even on the most accelerated timetable,
it would take the US, in his estimation,
at least two years to produce or acquire
those from allies in bulk. This would
mean that “cars would go up in price,
and down in functionality”. China could
also cut exports of various electronic
components, contributingtoinflationin
abroad variety of goods.

The bottom line? Countries and com-
panies need redundancy in sourcing.
One obvious step would be to ramp up
production of low-end chips and com-
ponentsin friendly nationssuch asIndia
and parts of eastern Europe. Executives
will also have to rethink the idea that

Cost per unit willno longer Im thesole

ditterences in nation and culture are

metric for any

be it public or pnvate There is now a
risk calculation that must incorporate
the cost of higher inventories, the
amount of time and working capital it
will take tobuild that inventory, and the
price of distributing and replenishi;

d,” he told a journalist a few
years ago, adding that more people are
coming around to Russia’s “defence of
traditional values”.

When passing Russia’s anti-gay law,
he said the country’s “traditional family
wvalues”™ h of its great-

crucial goods across new supply chain
configurations.

Policymakers must continue to refine
their lists of the most critical supply
chains, including not just chips, but
food, antibiotics and other key pharma-
ceuticals, energy, personal protective
equipment and base apparel. I'd
argue the commerce department
should take the lead on that information
gathering. Is all this disturbing to con-
template? Yes. But the only thing worse
than wilful blindness is not being
prepared for reality.

rana.foroohar@ft.com

Scholz should send an explicit message on his visit to Beijing

Guntram
Wolff

hen German chancellor

Olaf Scholz arrives in

Beijing this week, he

will be the first G7

leader to visit China
since the start of the pandemic. This trip
has sparked controversy both at home
and in the rest of Europe.

The critics argue that it is time to
break with Angela Merkel’s example:
instead of deepening economic ties with
authoritarian regimes, Germany and
the EU should decouple from them.
This, they say, is one lesson from Berlin’s
dependence on Russian gas, which has
now become a costly liability. Instead of
decoupling, Scholz is allowing the Chi-
nese shipping company Cosco to take a
mmnrlty share in parls of Hamhurg s

port, d from
his own govemmem: Members of the
Green party — ajunior coalition partner

20

that opposes the deal —argue privately
that the chancellor has only agreed
to this potentially risky sale of critical
infrastructure as a gift to his host Xi
Jinping.

Those in favour of the trip argue that
re-establishing personal contact with Xi
is crucial after years of pandemic isola-
tion. According to this rationale,
Vladimir Putin’s isolation during the
Covid outbreak encouraged his “radi-
calisation” on Ukraine. Moreover, the
Chinese market is simply too big to
ignore. Many large German companies
are deeply invested in China and gener-
ate large shares of their profits there.
Those defending the trip have bet on
China for their growth, even if they are
potentially overestimatingthe country’s
overallgrowth potential.

There is no question that the trip
comes at a difficult moment. While
scholz’s messaging has been ambigu-
ous, Germany needs to be clear-eyed on
its strategic priorities at a moment of
geopolitical confrontation. If the chan-
cellor finds the right way to explain his
actions, he can still make the Beijing
visit a success.

First, he needs to take a firm line on
the importance of sanctions against
Russia. Any weapons assistance or
material support to Russia undermines
‘the European security order — which is

2 tant = fit-
from trade. Beijing’s support for Mos-
cow’s war against Ukraine has so far
‘been muted. Chinese technology com-
panies have reduced their activities in
Russia, ensuring that sanctions

Itis necessary for Germany
to be clear-eyed on strategic
priorities at a moment of
geopolitical confrontation

continue to weaken the Kremlin’s mili-
taryactivity. China’s financial sector has
steered clear of Russia. And since Bei-
jing has declined to supply weapons,
Moscow has had to buy them from Iran
and North Korea. When he meets Xi,
Scholz must be clear that any change of
position would lead to an escalation of
geopolitical tensions. Germany will

have to set out the likely consequences
— even if these bring economic costs.
Second, while German companies,
workers and consumers depend on
trade with China, massive state subsi-
dies from Beijing distort the level play-
ing field. China is increasingly making
technology transfer a condition for mar-
ket access and is using trade as a means
of political coercion, as it did recently
against Lithuania. Scholz should make
clear that Germany will spearhead a
tough, united EU position on these mat-
ters. Trade and investment treaty nego-
tiations are an exclusive EU compe-
tence. He should say that Germany will

event of geopolitical confrontation,
mean sacrificing profits. That does not
mean ending business relations and los-
ing those profits now. Those arguing for
general economic decoupling seem to
forget the impact this would have on
‘workers and consumers. Instead, com-
Ppanies need to put in place i

ness and a bulwark against “so-called
tolerance —genderless and infertile”.

Putin’s crusade against social liberal-
ism has earned him followers the world
over. “Time to wake up from blind faith
in the western system,” said a 2020
commentary in the state-run China
Education News. “Vicious partisan
fighting has worsened in certain west-
ern countries, social fissures have deep-
ened, and a severe social crisis is brew-
ing” Another prominent US conserva-
tive asked: has Russia become the
world’s new moral leader?

Modern authoritarians believe diver-
sity leads to conflict and decay. They
want nations that put their own tribes
first. For Putin this means white hetero-
sexual Russians, for the Chinese Com-
mumsl party it oeans protecting and

d language. For
Muslim- ma]nrlty countries it means
putting Muslims first, while for India’s
ruling Bharatiya Janata party it means
putting Hindus first.

Multicultural democracies are a
unique social experiment and itisin our
interest to make them work. At some
point, Americans will have to end the
vicious spiral of polarisation in their
country. Canada and Britain have so far
avoided that fate but we can't assume
our projectwill dor thatthe pres-

plans to ensure continuity of operations
in case China weaponises its trade ties.
The EU has high dependencies for 6 per
cent of its imports, including in energy
and green industries ecosystems,
health, and digital including among oth-
ers semiconductors. These must be
addressed

ence of one minority leader representsa
broader truth about society.

It’s important we accept that multi-
culturalism isn’t easy. Maintaining
social cohesion is hard work and easily
derailed. Our social media-driven envi-
ronment — which rewards exaggerating
dlfferences and dunking on small

ilarities — makes it even more

mntmue to support thy of

h asthe EU mech against
economic coercion and its vetting sys-
tem for Russian and Belarusian invest-
ments. In the single market, economic
coercion against one EU country will be
regarded as economic coercion against
theentirebloc.

1dh q

open with
China is important, and the German
chancellor can be congratulated on
being the first western leader to re-es-
tablish contact. But only with clear sig-
nals on the need to prioritise western
security, its economic interests and
European unity can this visit be a genu-

The third h
atthose travelling with. Sd]o].zl.oBel]mg.
German companies can continue trad-
ing with China, but critical dependen-
cies must be reduced. This may, in the
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The writer is the director and CEO of the
German Council on Foreign Relations
(DGAP)

difficult.

There is no reason why multicultural
democracies should be the norm. But
this is the world I want to live in and
fight for. So yes, Sunak’s premiership is
hugely symbolicin a global context. One
day, we may look back and see it as the
signof anation confidentin its own skin.
Or we may lament it as a failed experi-
ment. Ivery much hopeit’s the former.

The author is a TV presenter and writer
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The metaverse is the future. It's
just not clear what you'll do there
@ WORK & CAREERS

In praise of
swearing and
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Women remain poorly represented in most militaries

Share of female military personnel : Inflow of women into the UK

on active duty ¢ armed forces
By selected countries, 2019 (%) I By branch ()

Hungary :20
—

Us R

—_— g

France g5 RN, RM and

: maritime
S : reserves
Eenry g All services
— H
110 rmy and

UK H

—_——— i

Poland

(— 5

India®

.

Turkey

1h d | | | O——7—7—711
Plhm C]Ellk 5 10 15 1201617 18 19 20 21

Business Life

he UK, as most of the world
knows, has just been
through a crazed period of
‘political turmoil.

Yet future historians will
find the chaos of having three prime
ministers in seven weeks also led toa
spate of something that brings a mix of
upset, joy and hypocrisy: unexpected
swearing in public. In the last torrid
days of Liz Truss’s government,
politicians, journalists and others all
turned the country’s airwaves a deeper
shade of blue. 1t is hard to know why.
Perhaps the scale of misrule unleashed
a spirit of verbal wantonness. Maybe it
was just coincidence. Either way, it was
probably beneficial.

Foul language can boost group
bonding, raise pain tolerance and
increase physical strength, acoord.mg to
a review of more than 100 acad

Gillian Tett, who I don’t think I've ever
heard curse. When a TV news anchor
asked what she made of ministerial
claims the government’s budget had
not caused the market fiasco, she said
such talk was “pretty much bollocks”.

The news anchor, Krishnan Guru-
Murthy, apologised if anyone had been
offended, but later said he had looked
up the rules and while bollocks was a
potentially unacceptable word, it was
less problematic when used to mean
“nonsense”. “1 should, however,
apologise to people who were relying
on subtitles, for whom it was spelt
“bullocks’” he added.

The affair made me wonder, yet
again, precisely how many people are
sincerely offended by words like this in
21st century Britain, let alone “damn”,
“hell” and other religious words that

paper on swearing describes as “words
in the sexual /excretory categories”.

‘Unfortunately for Guru-Murthy, one
of these passed his lips just a few days
after the bollocks bomb, when he had a
minor off-camera biff with a minister
he had just been questioning.

“It wasn't a stupid question,” he told
the minister, before chuckling to
himself and adding, “What a c*nt.”

The remark was never broadcast but
Guru-Murthy’s employers took a dim
view and he was taken off air for a
‘week.

Interestingly, we don’t precisely
know what gives a word like this such
power. There is nothing special about
how it sounds or looks. One
explanation, says the swearing study, is
that we are trained to get a visceral jolt
frnm such words after all the “aversive

papers on swearing that was published
in the middle of this outbreak of
obscenities. It also eases stress.

I certainly felt my own stress levels
subsu‘le when Lhe Daily Mail reported

A bt e

Sﬁ]i,‘genuiﬂe offence is clearly
caused by what the new academic

66 Foul language boosts
group bonding, raises pain

O p
for cursing as ch]ldren_
‘There is not much evidence to prove
‘this but, regardless, Guru-Murthy was
not the only one to fall foul of a foul
‘word. His woes came just as the BBC
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that Truss had never considered Sajid
Javid, a former health secretary, for the
role of chancellor because she thought
he was “shit”.

‘Weirdly, the man Truss picked to be
the new chancellor, another ex-health
secretary, Jeremy Hunt, inadvertently
landed the BBC in some hot linguistic
water when he was interviewed on the
broadcaster’s flagship morning news
programme, Today. The guest who took
his studio seat after he left was mouthy
actor Miriam Margolyes, who confided
on air that although she had wished
him luck to his face, “What I really
wanted to say was, ‘Fuck you, bastard’”

Finally, but most memorably for
English speakers, a German TV
reporter delivered proof of the
academic study’s finding that the
cathartic power of swearing is nearly
always greater when cursing in one’s
first language. Summing up Truss’s
final shambolic hours, Annette Dittert
told her viewers in German that one
government MP was so angry he said:
“I'm fucking furious and I don’t fucking
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Women warriors are a bigger hif in the
popular imagination than with army
recruiters. The Woman King, this
autumn’s surprise box offica hit,
dramatises the female fighters of the
historic African kingdom of Dahomey.
Other challenges to stereotypes have
come from hisforical battlers such as
Boudicca and Ukraine’s modern-day
women volunteers. But women remain
poorly represented in most militaries.
Equality aside, there isa
«demographic and economic argument
for developed nations to make service
life more attractive to women.
Populations are ageing, shrinking the
pool of young men military recruiters
have traditionally depended on to
accept modest milifary wages. Women
make up only 17 per cent of US armed
services and 11 per cent in the UK,
according to Nato figures. The US Army
recently admitted it had missed its
fiscal year recruiting goal by 25 per
«cent, equivalent 1o 15,000 soldiers.
Leaked documents last year pointed to
a similar undershoof in the UK.
The exemplary records of some
female service personnel, such as US

% Source: Commons Library.

chicken-and-egg problem remains:
when one group is thinly represented,
the prevailing culture will nof change.

A Nato study on the Infegration of
women info the armed forces found
they are trained like men, evaluated on
the same basis, pressured to become
“one of the guys” and picked on. British
women soldiers have complained of
bullying and body armour that does not
fit. There s also a pay gap, albeit much
smaller in the UK armed forces than in
the broader workforce. The median Is
23 per cent.

The US Army claims it has no pay gap
because male and female ranks are
equally remunerated. That ignores a
higher promotion rate for men.

Armed services should reflect the
values of the society they represent.
All-male occupying forces have a
deservedly dreadful reputation. The
presence of female personnel can
provide modest reassurance to anxious
locals. The task of military recruiters is
already hard enough. Challenges
include recessionary pressure on
defence budgets, a trend for more
young peeple to atfend umvers\w and
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financial journalist after the Truss tolerance and phySlcal ever more troubled Truss had also also, as swearing often is, utterly and Hester, have like , need access fo all the
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