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Putsch against
Chapek opens
Iger’s second
actat Disney

o Top team lost faith in chief executive
e Streaming unit costs fuel discontent

ANNA NICOLAOU AND
JAMES FONTANELLA-KHAN — NEW YORK
ALEX BARKER — LONDON

Senior Walt Disney executives led an
insurrection against chief executive Bob
Chapekmrecemweeksthatresulh:dm

tough and uncomfortable decisions.”

Iger, who ran Disney for 15 years
before leaving in 2021, stunned Holly-
wood on Sunday night by agreeing to
replace Chapek. Iger had handpicked
Chapek as his successor after he won

with prede-
cessor Bob Iger, according to people
familiar with the matter.

The covert campaign to overthrow
Chapek, which began in the summer,
came after the outgoing chief executive
lost the confidence of some in his top
team during a tumultuous 33 months at
the helm of the media empire.

“Alot of people were approaching the
board, Iger loyalists who felt marginal-
ised,” said one person with knowledge of
the talks.

Shares in Walt Disney rallied by as
much as 10 per cent yesterday as inves-
tors wagered that Iger, one of America’s
most celebrated media executives, can
lift morale and boost returns at the com-
pany’s costly streaming unit. The com-
pany’s stock price was up by 5.4 per cent
in early afternoon trading in New York.

Disney executives began approaching
the board, chaired by Susan Arnold, a
few months ago to express concerns
over Chapek’s leadership. Christine
Mccarthy, chief financial officer, was
among the executives who complained,
three of the people said. Dlsneydeclmed

“[Theboard] |
about what to do,” said one.

The final straw was Disney’s bruising
earnings release on November 8, during
which Chapek reported that the stream-
ing business had lost $1.5bn during the
most recent quarter. Three days later,
Chapek announced job cuts, telling
staff: “We are going to have to make

plaudits for his of Disney’s
theme-parksdivision.

The changes at the top come after the
stock has fallen by almost 40 per cent
this year as Disney and others spend
heavily to compete in streaming, a busi-
ness that hasbeen costly and less profit-
able than cable television or cinema.

Relations between the “two Bobs”
soured as Iger bristled at Chapek’s han-
dling of Disney’s creative output and his
management shake-up, which intro-
duced more centralised decision mak-
ingand empowered Chapelcs allies.

The decision to reinstate Iger, bro-
kered by Arnold, came less than six
months after Disney renewed Chapek’s
contract for a further three years.

The abrupt dismissal will entitle
Chapek to a significant payout. Under
his old contract, at the end of 2021 he
was entitled to an estimated $54mn in
cash and stock in the event of early ter-
mination. Disney has not published the
full details of his most recent contract.

Iger, 71, who delayed his retirement
four times before finally leaving, said in
astaff memothat he felt “abit of amaze-
ment” that he was returning. Analysts
at MoffettNathanson expect Iger to “re-
examine” Di ’s streaming strategy.

Steven Cahall, at Wells Fargo, said:
“We think investors will embrace [the
appointment] as it puts perhaps the
bestleader in media at the helm.”
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Raheem Sterling of England, centre,
celebrates with teammates yesterday
after scoring their third goal during a
‘World Cup match against Iran in Qatar.

But as England celebrated their 6-2
win in Doha, there was also di

PATRICK JENKINS, PAGE &

Th insofthe th jons had

Win or lose Fifa punctures footballers’ hopes
of equal rights gesture at World Cup in Qatar

Juan Finney/Getty Images

would put playersat heightened risk of

said they would wear the “One Love™
armbands in their matches yesterday
‘to send a message against discrimina-
tion. whlle playing anata.r a country
‘where

ment for the national teams of the
Netherlands, England and Wales after
Fifa forced them to abandon plans to
wear rainbow-themed captains’ arm-
bands in ashow of inclusivity.

But football’s guvern.mg bndy said
that captains would receive a yellow
card for wearing unapproved arm-
‘bands, forcing the teams to unwind
their plans. A yellow card at kick-off

beingsent off duringa match.

The Football Supporters’ Associa-
tion, which represents fans in England
and Wales, issueda admon-
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Will disrupters break Visa and Mastercard

Briefing

» Spending spree could cut
reliance on China batteries
The US and Europe can cut their
dependence on China for electric-
vehicle batteries via $160bnin
newcapital expenditure by 2030,
says Goldman Sachs.— pace 6

» Erdogan ups Syria ante
Turkey is prepared to expand
operations against Kurdish rebels
in north Syria to include a land
incursion, threatening to escalate
regional tensions.— PAGE 3

» Climate chief plans rejig
After a chaotic end to this year’s
(COP27 in Egypt the UN climate
chiefis planning a revamp of the
group’s annual summit to ensure
transparency and results.— PAGE 4

» HK leader tests positive
Hong Kong’s chief executive has
tested positive for Covid-19 days
after meeting his boss, President
XiJinping of China, in Bangkok at

an Asian economic forum.— PaGe 4

» Compass sales soar
Revenues at the world’s biggest
catering company have surpassed
pre-pandemiclevels because ofa
surge in groups outsourcing food
services for the firsttime. — PAGE &

» Cellnex says M&A is over
The Spanish masts group has
called time on Europe’s towers
market, as high inflation makes it
tough to finance deals and the
availability of assets falls.— pacE &
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Holiday season angst
% of US adults worried/not worried
about finances
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ishing Fifa for “censoring players

financial anxiety for almost hllfd us
adults.

“Today we feel for

sation thathas shown its true wlumby
giving the yellow card to players and
thered card to tolerance,” it said.
Report & analysis page 2

prevalent among those who traditionally
have lower financial wellbeing, ie women,
millennials and lower-income households.

Russlans left puzzled and
uneasy by Kherson retreat

Analysls » PAGE 3; Opinion » PAGE 17

China’s Sinopec and QatarEnergy sign
longest supply contract in LNG history

PRIMROSE RIORDAN — HONG KONG
SHOTARO TANI — LONDON

China’s Sinopec has secured one of the
biggest-ever liquefied natural gas
deals, signing a 27-year agreement to
purchase 4mn tonnes a year of the fuel
from QatarEnergy.

follows a shorter 10-year LNG purchase
arrangement signed in 2021 between
QatarEnergy and Guangdong Energy
Gmup Natural Gas Company.
aid Y’s move was
likely to be followed by furlher agree-
ments.
“Sinopec attaches great importance

Th Y y by
the state-owned groups comes as
Europe races to secure alternative sup-

to the with QatarEnergy,
‘who we regard as a strategic, long term
and all-round partner, and we are

inthe LNG marketand how committed
the Chinese are to continue the use of
gas in the long run within the energy
mix,” said Neil Beveridge, an analyst at
Bernstein, who said thatit was the long-
estcontract he had ever seen.

“Itcomes ata time whenwe have been
seeing buyers seeking shorter-term con-
tracts and increased flexibil-
ity ... Thereis alot of hesitancy among
European utilities to commit to longer-

Australia As700GneGST) | plies of natural gas in the wake of Rus-  expecting more co-operation fruits to  term contracts given targets among
China RMB30 | sia’si ionof Ukraine. come,” said Ma Yongsheng, Sinopec’s  decarbonisation.”
HongKong HKS33 The deal “marks the longest gas-  chair. Qatar’s North Field East project began
India Rup220 | supply agreement in the history of the Germany has also been pursuing  in 2020 with a goal to increase the Gulf
Indonesia Rp45000 | NG industry”, said Saad Sherida al-  Qatari LNG imports, and the countries state’s LNG export capacity from 77mn
Japan ¥650GncJCT) | Kaabi, QatarEnergy’s chief executive  signedan energy partnershipin May. tonnes to 110mn tonnes by 2026,
:"“a ;V':“msg and the Gulf state’s energy minister. However, European nationshave hes-  puttingitin a position to overtake Aus-
P?‘:' P He added that it would “solidify the  itated over longer-term deals as they  tralia.
P:i::u:s ';::ﬂ o | excellent bilateral relations” between  plan tomove away from fossil fuelsina Shareholdersin North Field East, con-
S the two nations and “help meet China’s  shorter timeframe. trolled by QatarEnergy, include Shell,
ingapore S$580incGST " = s . 3 A "
Taivean NTeho | Erowing energy needs”. The agreement “This shows how things have changed  ExxonMobil, TotalEnergies and Eni.
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research

Statista, founded in 2007 in Germany, has evolved into
an ever-expanding universe of self-sourced and aggregated
data, most of which is available exclusively on our platform.

Our Statista products provide a variety of perspectives on individual
topics and enable different types of research. Whether you need to
get a quick overview of topics or pursue more in-depth analyses that

are relevant for your busine:

cosmos

- our data gives you precisely

what you need while saving you time and effort.

With over one million statistics and more than 80,000 topics
from 170 industries, Statista serves as a reliable data basis and
starting point for your light-speed research. Let us show you
exactly what the Universe of Data can do for you.

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 11%2F22&ts=20221121202752&uq= 20221117085301

1/24



2022/11/22 21:05

016 T——=

All pages from Financial Times (Asia), Tuesday, November 22, 2022

Ethereun 110899 114081 260 gi; fnv;. f: g:f z':;

COMMODITIES GER30yr 190 192 002
Now 21 Prev %chg

owns 782 81l 18

i Brent§ EAI ] 515 Pl

Golds 175160 175860 040 Dsta provided by Mormingstat

A Nikkei Company

e Nikkei 279479 2780977
Hang Seng 1765011790254 187
MSCI World § 6690 264234 063
ar> MSCIEM § 9801 8423% 007
MSCIADWT S 6604 61257 057
FTWishire 2500 55241 51857 046
FTWishire 5000 4081614005645 046
ol'770307 ' 176821
2

* FINANCIAL TIMES

statista %a

www.statista.com

Tuesday 22 November 2022

INTERNATIONAL

German

Producer prices fall on
back of sharp drop in
wholesale energy costs

MARTIN ARNOLD — FRANKFURT

Prices charged by German industrial
groups at the factory gate fell month on
month in October for the first time in
more than two years yesterday, spark-
ing hopes that consumer inflation in
Europe’s largest economy is close to
peaking.

The 4.2 per cent monthly fall in Ger-
man industrial producer prices,
announced by the federal statistical
agency, was due to a sharp drop in
wholesale energy costs for businesses,
which reflects an easing of fears about

factory data eases inflation fears

potential gas rationing this winter.

“While this was largely due to much
lower energy prices, today’s figures give
cause for hope the inflation rate for con-
sumer prices will also soon reach its
peak,” said Ralph Solveen, senior econo-
mistat German lender Commerzbank.

“However, this does not mean that the
inflation problem is over,” he said, fore-
casting consumer price growth would
peak by next spring “at the latest” and
stay well above the European Central
Banlk’s 2 per cent target throughout next
year.

Germany has been hit by double-digit
annual rises in consumer prices for the
first time since the early 1950s, after
Russia’s invasion of Ukraine and the
rebound from the Covid-19 pandemic

But the recent fall in European whole-
sale gas and electricity prices mean
price pressures in the wider eurozone

The ECB has raised interest rates by 2
percentage points since July and is
expected to raise them again next

pricesin Germany were up 34.5 per cent
last month, a much more marked slow-
down than economists had expected
after 45.8 per cent increases in the pre-

economy could soon start to ease, even  month. Signs that i i ¥
if thisi: d totak 1 month il ld persuadep iou
to feedthrollgh to the consumer. toslow the pace of rate rises.

“Today's figures give cause
for hope the inflation rate
for consumer prices will
also soon reach its peak’

Carsten Brzeski, head of macro
research at ING, said it would take a few
more months for the “pass- thrnugh of

But German businesses still plan to
pass on more of their cost pressures to
consumers, according to a survey ol
6,500 lies in O

Energy producer prices rose 85.6 per
cent in the year to October, but com-
pared with the previous month they fell
10.4 per cent, mainly due to lower

holesale electricity and natural gas

by the Ifo Institute in Mu.mdl yesterday.

Ifo found that companies had passed
on 34 per cent of their higher purchase
prices to customers in the past few
months, but they expected to increase
this to 50 per cent by April. “This is
li.kely to lead to further inflationary

higher gas prices to ” to be
mmpleted addmg he expected German

ed and food pri

peakinJanuary.

prices,” said Ifo.
Compamd with the same month of
the previous year, industrial producer

prices. Producer prices for other goods,
excluding energy, rose at a smaller
annual rate of 13.7 per cent in October
compared with September.

German companies are also confront-
ing rising wage demands from workers
to offset the rising cost of living, but so
far trade unions are settling for pay
increases well below inflation, which hit
11.6 per cent in October.

‘Wave of demonstrations

brings together unlikely
bedfellows from left and right

SAM JONES — LEIPZIG
RAPHAEL MINDER — WARSAW

‘Were it not for the banners, itcould have
been a crowd gathering for an early
i Leipzig’s Chri: ket

Then came the speeches.

“Please do not provoke the police and
note that Russian flags or signs that
show support for Russia’s armed forces
are notwelcome!” an organiser declared
by

“Germany is serving as a puppet
exclusively for American interests and
those of Nato,” the first orator warned to
the hundreds-strong crowd, a mix of
students, families and pensioners. Some
carried banners for the German left,
some peace flags and some homemade
signs drawing complex parallels
between the nine-month war in Ukraine
and the coronavirus pandemic. As the
anti-American rhetoric soared, the
crowd applauded, jeered and whistled.

“The embargo policy against Russia
has failed completely and is being
directed catastrophically against our-
selves,” the speaker continued, invoking
the Holocaust and declaring the war in
Ukraine a “paradise” for “warmongers,
arms companiesand profiteers”.

For several weeks every Monday

i dtoth 1

attheevent

P
that day in Leipzig in the 1980s against
the Communist regime — such rallies
have taken place in dozens of towns and
cities across eastern Germany.

Most are attended by a few hundred
people, many byjustdozens. But aswith
similar rallies elsewhere in central and
eastern Europe, they pointtoa worrying
trend for the region’s political main-

In Germany, some protests have been
organised by the radical left and some
hy the popullst right, in a sign of| howa

ic crisis,
historical he ritage and complex
relationship with Russia are dissolving
traditional political rivalries and fusing
new movements opposed to the status
quo.

In Leipzig, eastern Germany’s biggest
city after Berlin, the hard left and hard
right have often found themselves

Ukraine conflict. Political rallies

Antiwar protests stretch across central Europe

AUS EURER
DEKAD
FOLGT

DEUTSCHLANDS

INSOLVENZ

Peace call: protesting together on Augustusplatz,
people gatherin  separated onlyby a tramway.

the east German “We want Nato warmongers to stop
city of Dresden creating a conflict between Germany
seeking an end and Russia, between Ukraine and Rus-
to the conflictin  sia,” said Sabine Kunze, a pensioner at
Ukraine the rally. She clutched a cardboard sign
e thatread: “Peace with Russia.”

“We want normalised gas and elec-
tricity prices,” she added, rolling off a
list of grievances, including that young
children were being “set against” Rus-
sian children in kindergartens. “I don’t
mind speaking to you because people
need to understand we're not Nazis,” she
added. “We want peace.”

David, a 30-year-old

Russia,” he said, adding that his bills
were increasing and his chances of get-
tingajob decreasing.

In rallies elsewhere in eastern Ger-
many in the past two months, the mes-
sages have been strikingly similar,
regardless of political hue.

“Energy security and protection from
Inflation — our land first!” declared the
banners at an October gathering in Ber-
lin organised by Alternative fiir Deut-
schland, the established rightwing pop-
ulist party. Some protesters waved Rus-
sian

Arecent parliamentary disclosure by
German security services listed Lhe

ign slogans at 23 ralli

‘man from Brandenburg, mmeda card-
board picture of chancellor Olaf Scholz:
“Jumping Jack”, it read, with “Biden’s
‘War” printed onitsreverse.

“Ordinary Germans are paying
because America wants to interfere in

in September by the far-right Free Sax-
ons. They included: “Nordstream 2,
openltllmnedlately"' “Community not
division!” and “stop mﬂanon. the war,
and the corona

“A lot of different grlevances are

‘Tdon't
mind
speaking to
you because
people
need to
understand
we're not
Nazis. We
want peace’

becoming fused — very dangerously
fused in democratic terms — in these
protests, particularly in east Germany,”
said Professor Hajo Funke, a political
scientist at the Free University of Berlin.

It was notable how antiwar senti-
ments were being channelled by popu-
list movements that established them-
selves in oppesition to restrictions
imposed during the pandemic, he
added.

He said their spread was being slowed
by the German federal government’s
measures to help consumers and busi-
nesses cope with the impact of the war.

But the outlook, particularly with ref-
ugee numbers again growing sharply in
Europe and cold weather setting in, is
far from certain.

Even bigger antiwar protests have
taken place in neighbouring Czech
Republic, although pro-Russian senti-
ment there has often been refracted
throughlocal political issues.

European
teams ditch
rainbow

armband after
Fifa threat

JOSH NOBLE — DOHA

A bid by European teams to promote
inclusion during the World Cup col-
lapsed yesterday, after the Nether-
lands, England and Wales said threats
from Fifa had forced them to abandon
plans to wear rainbow-themed cap-
tains’armbands.

The captains of the three countries had
said they would wear the One Love arm-
bands in their matches yesterday to
send a message against discrimination
while playing in Qatar, a country where
homosexualityisillegal.

But the Dutch football association
said yesterday it had been forced to
change tack after football’s governing
body made it clear that captains would
receive yellow cards for wearing unap-
proved armbands. England and Wales
alsosaid they would ditch the plan.

“We deeply regret that it was not pos-
sible to reach a reasonable solution
together,” said KNVB, the governing
body of Dutch football. “We stand for
the One Love message and will continue
to spread it, but our number one prior-
ity at the World Cup is to win the games.

“Together with the other countries
mvulved we will take a critical luuk at
our ip with Fifain th
period.” Switzerland, Germany, Den-
mark and Belgium are also part of the
Dutch-led One Love campai

“As national federations, we can't let
our players face sporting sanctions
including bookings, so we have asked
our captains not to wear the armbands
in Fifa World Cup games,” all the foot-
ball associations involved said in a joint
statement. “We are very frustrated with
Fifa, and believe thisis unprecedented.”

The issue of whether European cap-
tains would be allowed to wear their
preferred armbands brewed for months
ahead of the tournament. Requests by
football iations for permission to

In early Sep 70,000p
gathered in Prague to oppose the gov-
ernment and Nato. Speakers at the dem-
onstration were “pro-Kremlin, Euro-
sceptic” and sometimes connected with
conspiracy websites, according to Petr
Just, head of the political science depart-
ment at Metropolitan University
Prague. But, he said, their audience was
“quite a diverse group and most of the
people came to express their disap-
pointment with the government’s han-
dling of the current socio-economic cri-
sisand energy crisis. Many of the people
did not know they were being used by
the pro-Kremlin groups.”

In slovakia, polls have shown 19 per
cent of the population preferringa Rus-
sian victory to a Ukrainian one, accord-
ing to a survey published last month by
thethink-tank Globsec.

‘While public antiwar or pro-Russia
street protests have been small, “this
can change over the course of winter”,
said Globsec policy director Deminika
Hajdu. As in other countries, the Slovak

wear One Love armbands were made
months ago, but Fifa made its position
clear only yesterday, hours before kick-
off, according to the Dutch statement.

Receiving a yellow card at Kick-off
would put players at risk of being sent
off during a match. Football associa-
tions had initially been expecting to just
pay a fine for breaching the rules.

Fifa announced its own campaign
armbands on Saturday, the day before
thetournament began. Carrying slogans
such as “Football Unites the World”, and
“Share the meal”, the UN-backed initia-
tive was launched with a short video
includi from
Lionel Messi and Neymar.

Fifa president Gianni Infantino used a
press conference on Saturday to hit
back at European criticism, saying
football’s governing body needed to
focus on areas of consensus.

“There are associations who think
whwe md others who think black
‘Whi isbetter? Which

p s

protests “also unite different factions”,

ter? We cannot take sides. We have to

Hajduadded. defend causes which are international,

Butitisin Austriawhere antiwarmes- | which are global . . . because otherwise

i pro-Russi: il appear | westart people because they
tobe enjoying greatest currency. don’tthinklikeus.”

“The entire issue landscape now
speaks for the Freedom party,” said
Thomas Hofer, an Austrian political
commentator. “We're not far from a sit-
uation where they could conceivably be
firstin the polls”

France was also part of the One Love
campaign before the tournament, but
French captain Hugo Lloris had already
indicated he was unlikely to wear the
armband, saying that he needed to show

“respect” for Qatar’s culture.
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Qatar is ‘biggest present’ for manager van Gaal
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SIMON KUPER — DOHA

Hardly anyone at this World Cup has
‘walkedalonger path to get herethan the

used to cycle to the training ground on
rainy 1960s evenings to watch Rinus
Michels coach the Ajax side that became

Netherlands’ 71-year-old manager,
Louis vanGaal.

Rummaging through my cellar
recently, I found possibly his first inter-
view as coach, in the Dutch magazine
‘Voetbal International, in January 1987.

Fresh from a short stint as caretaker
nnnah af Tartoh dlah A7 Allmmane b

Asa player he could not get past Ajax
reserves, His footballing brain was stuck
in a gangling unathletic body. In one
spectator’s unimprovable phrase, he
ran “as if he'd swallowed an umbrella”.
He spent 15 years as a playmaker for
smaller clubs, while teaching gym at

e

coaching Dutchmen, whose football cul-
ture prizes complex tactics and the col-
lectief. Abroad, his tactlessness grated.
Sacked by Manchester United in 2016,
he drifted out of football, before “unre-
tiring” last year tolead Oranje.
Initially he kept his cancer secret. His
wife said in the 2022 documentary
Louis: “He had a catheter on his stomach
and a bag for urine hanging on his leg.
The players knew nothing.” He'd sneak

b of e frr charntharn s feant

lutely himself: a man without irony
whose strength is that he takes every-
thing seriously — football, his players
and himself. He talks freely, ranging
from the lucky orange underpants he
will wear on matchdays to the “ridicu-
lous” choice of Qatar as host. He says
supporters boycotting the tournament
“are right”. The man who once asked a
journalist, “Am I so clever or are you so
stupid?”, now only occasionally berates

e Thn hno nannndad tn Testoh
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complained that people thought him
“arrogant” just because “I have an opin-
ion about everything”. But the headline
‘was: “Ithink I'will succeed as coach.”
He has. The former coach of Ajax,
Bayern Munich and Man-

of thi
in any manner is not permitted without the
publisher’s prior consent.‘Financial Times’and
T are registered trade marks of The Financial
‘Times Limited.

The Financial Times and its journalism are subject to
a self-regulation regime under the FT Editorial Code
of Practice: wwwft.com/editoriaicode

Reprints are available of any FT article with your
company logo or contact dtails inserted if required
Cminimum order 100 copies). One-off copyright
licences for reproduction of FT articles are also
available.
For

Centre, Chai Wan; \ngela Mackay;
1SSN 1025-918X

Tuesday 22 November 2022

ph +44 20 7873 4816,
or alternativaly, email syndication@ftcom

chester United, pictured, is now in his
third stint managing the Netherlands,
‘while fighting aggressive prostate can-
cer. Yesterday, his “Oranje” opened
their tournament against Senegal witha
2-0win.

“We have a big chance of becoming
world champions,” he unabashedly
states. If so, his tactical genius will be
needed to elevate his mediocre squad:
Oranje’s star is arguably their coach.

Raised in Amsterdam close to the
Ajax stadium, the teenaged van Gaal

IUWEL UELLILLILAL ULV, WAISLS LI ISar 1L

to explain difficult concepts slmply
d sch

vuL ur vy 1
ments. After brukmg a hip bmle, he
coached

The shouty, flat-f:
made a poor first impression as coach.
Butas he said: “As acoach it’s about two
things: leadership qualities and insight
into the game. I can’t really say I
don’t have those.”

He could tell players exactly
which space to occupy in any sit- |
uation. He could even improve »,
them. Coaching Oranje at the
‘World Cup 2014, short of a left-
back, he taught 33-year-old
outside-right Dirk Kuyt the g8
Pposition in afortnight. The
Netherlands finished
thetournament third.

Van Gaal always
seemed happiest

it
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In the documentary he is open about
his condition — there’s even a scene in
‘which a doctor gives him the dread diag-
_ nosis — because he wants to destig-

matise the disease. Cancer killed
hisfirstwife aged 39.

national treasure.

He keeps developing as coach,
absorbing each advance in football
tactics — “a septuagenarian innovator”,
the Volkskrant newspaper called him.
In the 1990s he prized possession, but
now Oranje willlean back on their three
central defenders, then accelerate for-

‘When Dutch Steven
Berghuis heard about the illness
* he sent a supportive WhatsApp
message. Van Gaal replied: “Thank
you. I hope you’re ready to
_ become world champion.”
He called this World
Cup “the biggest
present I've ever had”.
He approaches it
unchained, abso-

wardt they winthe ball.

His only prime-age world-class play-
ers are centre-back Virgil van Dijk and
central midfielder Frenkie de Jong. “In
terms of individual quality, countries
like England, Germany, France and
Spain are further;” van Gaal admits.

The Dutch are in the lowest-rated
group, with Qatar, Ecuador and Senegal.
And as van Gaal said, success at football
is“the purpose for which Iam on earth”.

INTERNATIONAL

Russians struggle to make sense of
Ukraine war after Kherson retreat

Visitors to Moscow exhibition are at aloss about the Kremlin’s aims and worry over conflict’s cost

POLINA IVANOVA — MOSCOW
MAX SEDDON — RIGA

On a snowy afternoon in Moscow last
week, a trickle of people entered a vast
hall under the Kremlin walls, past
armed riot police, to see an exhibition
on what Russia still describes as a
“special military operation” in Ukraine
after nine months of war.

Between pictures of bombed-out
Ukrainian cities and the bloodied
corpses of civilians presented as heroic
victims of the conflict, visitors are
shown a triumphant video about Rus-
sia’s recent annexation of four Ukrain-
ianregions.

Except since the show’s opening this
month, Russia has withdrawn from the
capital of one of them, Kherson, leaving
behind billboards proclaiming “Russia
is here forever”. The city had fallen
under Russian occupation in March, in
the early days of president Vladimir
Putin’s full-scale invasion.

The propaganda display left Katya, a
middle-aged Moscow schoolteacher,
who had brought along a group of 11-
year-old pupils, with more questions
than answers. she said she wondered
what all the casualties were for.

“No one understands anything,”
she said as she left the exhibition hall.
“First we came up to Kyiv, and then we
left — and how many people werekilled?
Then we took Kherson, and then we left
it again. And how many people were
killed?”

“Even military men,” she said, refer-
ring to veterans of earlier Russian wars
in her family, “they know how war
works. But even they do not understand
this strategy.”

For many in Moscow, the retreat from
Kherson has sown confusion and raised
questions about the war’s costs to Rus-
sia. Most of all, the news has added to
the general, simmering anxiety people
have felt since late September, when
Putin announced a military draft and
brought the war directly into Russian
homes for the first time.

“Everyone is in an unstable state,
nervous, anxious,” Katya said of her
friends, colleagues and family. “Every-
oneisdepressed.”

Though life continues much as ever in
Moscow, with cafés and restaurants bus-
tling, the latest survey from the inde-
pendent Levada Centre pollster, pub-
lished last month, found that 88 per cent
of people were “worried” or “very wor-
ried” about developments in Ukraine.
Only 36 per cent of Russians said that
they believed the country should con-
tinue fighting, while a majority thought
itwastime for peace talks.

But if Russians are increasingly con-
cerned about the war, they appear to
feel little attachment to the newly occu-
pied territories that Moscow annexed to
great fanfare after holding sham refer-
endums there. As a result, many have
reacted with indifference to the loss of a
place such asKherson.

“of course, it is pretty amazing how
easily the Russian authorities said good-
bye to Kherson,” Tatiana Stanovaya,
founder of R. Politik, the political con-
sultancy, wrote in social media post.
“And the people do not seem to be cling-
ingontothe new ‘territories’ either.”

She pointed to a recent Levada poll

Conflict zone:
an aerial image
of aburning
building in
Ukraine is part
of the exhibition
in Moscow that
also seeks to
explain the
historical links,
below, between

the two nations
Yori Kochefkow/EPA-EFEf
Sturnesstock

that asked Russians to name big events
they remembered from the news. Just
9 per cent recalled thy and

have been muted lately, following stern
wammgs from the Kremlin.

annexation even though those events
wee in progress as the survey was being
conducted.

The Kherson retreat will not affect
Putin’s ratings, Lev Gudkov of Levada
told RTVi, the Russian-language broad-
caster. Over time, it may erode faith in
him as a leader, he said, but for now,
“censorship and propaganda will work
to soften the meaning of this event and
the severity of thislocal defeat”.

State media explained the retreat as a
difficult but necessary decision, taken
to save the lives of Russian soldiers. The
ultranationalist, pro-war camp took
issue with the decision and this explana-
tion, but the critiques by this minority

tssbdntr st

still, immers privately. A
former senior official said losing Kher-
son six weeks after Putindeclared it part
of Russia indicated a lack of strategic
planning. “They are just completely
mishandling this. They cannot think
two steps ahead. It is completely reac-
tive,” said the former official, speaking
anonymously given the risks in articu-
lating public criticism. “It is completely
humiliating. This was the only provin-
cial centre Russia had, and they surren-
dereditinamonth and ahalf”

The vast majority of Russians would
truly care only if Ukraine attempted to
regain control of Crimea, which Moscow
annexed from Kyivin 2014, said Alexei
Venediktov, editor of the Echo of Mos-
cow radio station. The peninsula has
developed an almost mythical status
among Russians, particularly as a holi-
day spot. To the majority, “Crimea is
sacred”, Venediktov said.

But other regions and cities to which
Russia haslaid claim carry little emotive
resonance. “Donetsk, Luhansk, some
sort of Mykolayiv, Kherson, Zapor-
izhzhia —where even are they?” he said.

But there was a sense of upset among
the Moscow elites, said Venediktov, who
remains in contact with many people in
positions of power despite the forced
closure of his radio station in March.

Top political and business circles dis-
like turbulence, he said, and were per-
turbed by the way military setbankx are
bringin; i fri:

‘Ttis pretty
amazing
how easily
the Russian
authorities
said
goodbye to
Kherson.
And the
peopledo
not seem to
be clinging
on to the
new
territories
either’

Tatiana
Stanovaya,
political
consultant

such as Ramzan Kadyrov, the Chechen
‘warlord, and Evgeny Prigozhin, the par-
amilitary leader, to the political fore.

But few around Putin dare speak out
against the invasion, said a Russian oli-
garch under western sanctions. “The
technocrats have no instruments. Itisa
very stable situation. Security is under
Putin’s control. And the shift in public
opinion is not happening. Millions of
people who are against the war have
left.

Entering the exhibition hall next to
Red Square, \nslmrslregxeemd w1Lhan
immersive, 360-dk ion

Erdogan
warns of
possible land
offensive in
northern Syria

AYLA JEAN YACKLEY — ISTANBUL

Turkey is prepared to expand military
operations against Kurdish militants in
northern Syria to include a land incur-
sion, president Recep Tayyip Erdogan
said, threatening to escalate tensions in
aregion where US and Russian troops
arepresent.

“This is not limited to just an air cam-
paign,” Erdogan said yesterday, after air
strikes targeting the Kurdistan Workers’
party (PKK) in Iraq and the People’s
Protection Units (YPG), its Syrian affili-
ate. “We will consult our defence minis-
try and general staff and decide together
the extent to which our land forces need
to contribute, then take our steps
acco! Ly

Erdogan has for months threatened a
ground offensive against the YPG,
which he says poses a national security
risk for Turkey. Officials said the air
strikes against almost 90 PKK and YPG
targets were in retaliation to a bomb
attack in Istanbul that killed six people
and wounded 81 others last week.

The Syrian Observatory for Human
Rights said at least 35 people were killed
in the strikes over the weekend. The
Turlush defence ministry said it was

its

after shelling from northem Syrm lnt a
Turkish residential area near the
border, killing two people. Turkey is in
contact with the other countries that
have troops in Syria, Erdogan said, but
added he did not inform US president
Joe Biden or Russian leader vladimir
Putin about the strikes.

A large-scale land operation could
strain ties with the US, which arms and
trains the Syrian Democratic Forces to
fight Isis. It could also affect relations
with Russia, whose troops have oper-
ated in areas controlled by the YPG
since 2019, when Turkey sent in troops
to expel militants alongits border.

Us support for the SDF, which is dom-
inated by the YPG militia, has plagued
Turkey’s relationship with its Nato ally.
Turkey views the YPG as a terrorist
organisation because of its links with
the PKK, which has waged a four-dec-
ade insurgency for autonomy inside
Turkey and is listed as a terror group by

of the skyline of the Ukrainian city of
Mariupol. Smoke rises from destroyed
apartment blocks in the city, which
experienced the heaviest Russian shell-
ingof the war, killing thousands.

Subsequent rooms rewrite the history
of Ukraine, its relations with Russia and
the war itself, attempting to bring Mus-
covites into the alternate reality that
permeates state news. The bombard-
ment of Mariupol, for example, is
explained on a plaque on the wall: the
city’s 600,000 residents were “taken
hostage by the Ukrainian army”, which
“destroyed its own citizens” while “snip-
ersshotevenatchildren”.

Ina final room, filled with portraits of
Russian soldiers killed in the war, visi-
tors are invited to leave messages in a
guestbook. It is a mixed bag: scrawls by
children, expressions of gratitude to
Putin, calls for a much bigger, all-out
conflict. Andjust once: “NOTOWAR!”
See Opinion

hit In his remarks, Erdofian

said Russia could do more to “clean up
theterrorists” innorthern Syria.

Turkey has invaded Syria four times
since 2016 to fight the YPG and Isis and
now controls a large tract of the Arab
state’sterritory. Itis one of the lastback-
ers of opposition fighters who have
sought totopple President Bashar al-As-
sad, who has the support of Russia and
Iran, since the civil war beganin2011.

Yesterday, a teacher was killed after
Kurdish shelling hit a school in the bor-
der town of Karkamis, said interior min-
ister Siileyman Soylu. A 5-year-old child
was also killed when his home was
struck. The ministry said it had “neu-
tralised” several militants in the week-
end’s air strikes. Syrian Kurdish officials
said that 11 civilians and 15 Syrian gov-
ernment soldiers were killed by the
Turkishbombardment.

Both the PKK and Syrian Kurdish
groups denied involvement in the Istan-
bul bomb attack on November 13.

Peace talks with Colombian rebels to resume

JOE PARKIN DANIELS — BOGOTA

The Colombian government and leftist

groups, will join Venezuela as guaran-
tors of the process. The governmenthas ~ most puwerful armed group Io]luwmg
aaid that thelocation of talke will rotate  th f
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2,400 fighters, making it the country’s

the

JOSEPH COTTERILL — JOHANNESBURG

South Africa’s state electricity monop-

total. The cuts leave South Africans in
darkness for up to 10 hours a day asa
vaars-lono enerov crisisunder theriling

South Africa short of funds for power back-up

($636mn) on diesel over the past 10
months, addingtothe pressure on a util-
itvhurdened with about 400bn rand of
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guerrilla group the National Liberation
Army (ELN) were set to begin peace
talks yesterday in a bid to end more
than half a century of war that has left
thousands of victims.

The move fulfils a campaign pledge
from Colombia’s first leftist president,
Gustavo Petro, himself once a guerrilla
fighter with the now-defunct M-19
rebels, and is part of his wider calls for
“total peace” with myriad armed groups
inthe conflict-strewn Andean nation.
“We are aware of the deep desire of
the Colombian people, society and
& a

between the three countries, although
Cuba and Norway have not confirmed
this. Duque broke off earlier talks, then
taking place in Cuba, between the gov-
ernment and the ELN after the rebels
killed 22 police cadets with a car bomb
in 2019, having refused to stop attacks

‘We are aware of the deep
desire of the Colombian
people . . . toadvance
ina peace process’

nation i p and
the full construction of democracy,”
read ajoint published by the

against the state. On Thursday, the

government and ELN negotiators.

The first round of talks was expected
to take place in Caracas following a dip-
lomatic detente between the two neigh-
bours. Petro met his Venezuelan coun-
terpart, Nicolas Maduro, this month,

attorney al’s office said all arrest

warrants for members of the ELN’s
iati hadbeen ded

Ivan Cepeda, a senator from Petro’s

coalition and a member of the govern-

ment’s delegation told the Financial

Times that Venezuela had been chosen

breaking with the policy of his pred:

asthelocation of the talk ‘years of

sor, Ivin Duque, who dtheUs-
backed opposition leader Juan Guaidé
asVenezuela'slegitimate leader.

Cuba and Norway, both with a history
of mediating negotiations between the
Colombian government and rebel

Cuba’s inhosting the earlier
discussions. “All negotiations are diffi-
cult and present challenges,” Cepeda
said. “But I'm confident an agreement
can be reached.” Conflict analysts
estimate that the ELN beasts around

All pages from Financial Times (Asia), Tuesday, November 22, 2022

Armed Forces of Colombia (Farc),
‘which signed a peace deal with the gov-
ernment of president Juan Manuel San-
tosin2016.

Petro has promised to fully imple-
ment the deal, after Duque, a sceptic,
‘was accused by critics of deliberately
slowing its rollout. Farc dissidents who
did not demobilise after 2016 now make
up other armed groups that Petro has

hewill i

with.

oly Eskom has run out of money to buy
diesel for critical back-up power plants,
forcing President Cyril Ramaphosa’s
governmentto find emergency funding
or risk even more severe rolling black-
outs.

Eskom has burnt through hundreds of
millions of dollars in diesel this year to
limit the power cuts arising from con-
stant breakdowns of ageing coal plants

Colembia’s civil war, waged for dec-
ades between the state, leftist guerrilla
groups and rightwing paramilitaries,
killed 450,000 people between 1985 and
2018, and displaced millions. Almost all
armed groups relied on the drug trade,
kidnapping and extortion to bolster
theirwar chest.

The ELN is known to operate across
Colombia’s territory, as well as in Vene-
zuela, where it is believed to have the
‘tacit support of members of the Maduro
government. The Colombian govern-
ment has expressed a preference for
partial agreements during negotiations,
something that sets this process apart
fromthe deal with the Farc, where nego-
tiators said that nothing was agreed
until everything was agreed.

that South Africa’s electricity
supply, but the indebted utility has
finally hitits financial limit.

There are no more deliveries on the
way to fuel emergency turbines and
“Eskom does not have funds to order
more diesel . . . unless [alternative]
sources of funding are found”, the com-
pany told the Financial Times yester-
day.

South Africa’s Department of Public
Enterprises, which oversees the com-
pany, said it was “urgently working with
[the] National Treasury and Eskom for
it to find the money to buy supplies of
diesel”. The diesel shortage underlines
how the electricity supply of Africa’s
most industrial economy is being taken
to the brink after more than 100 days of
outages this year — double last year’s
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African National Congress escalates.

But analysts said the situation could
quickly deteriorate without diesel
reserves to make up for sudden short-
falls of power at peak demand times.

These emergency diesel plants are
designed to run for only a few hours a
day, but have become more important
as Eskom struggles to maintain old coal
plants and newer stations have mal-
functioned at short notice.

Jan Oberholzer, Eskom’s chief operat-
ing officer, said last week that the
company had spent 11bn rand

L s 7

Power cuts have left South Africans
in the dark for up to 10 hours a day

debt. Global diesel prices have surged
this year following Russia’s invasion of
Ukraine.

Ankerligand Gourikwa, two big diesel
“peaker” plants, “have limited stock
thatis being carefully preserved for dire
emergencies”, Eskom said. Eskom can
call on other back-up systems, such as
jpumped storage hydro plants and buy-
ing privately owned peaker power, but
the 2,000-megawatt capacity of these
two plantsis critical given South Africa’s
outages move up in “stages” of cutting
off 1,000 megawatts at each level.

“This means that if [Ankerlig and
Gourikwa] are not able to run at all,
then the impact would be two stages of
load shedding more than if they could
all run,” said Eskom, which is currently
imposing up to four stages of outages.

Last month, the South African treas-
ury said that it would transfer up to two-
thirds of Eskom’s debt to the state’s
books next year in order to relieve the
financial burden on the utility, but
details have yet to be finalised. The gov-
ernment announced reforms to unleash
more private power generation outside
Eskom, particularly renewables, but
new projects will take years to build.
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UN climate chief pledges to overhaul COP

Delegates complain about
lack of progress on goals
and way the event was run

CAMILLA HODGSON — SHARM EL-SHEIKH

The UN climate chief plans to shake up
the organisation’s annual international
summit to ensure it is transparent and
produces results after a chaotic conclu-
sion to this year’s COP27in Egypt.

Simon Stiell, head of the UN Frame-
work Convention on Climate Change,
said hours after the conference closed in
Egypt that he intended to make the
processas “effective as possible”,

This year some key participants
expressed dissatisfaction with the way
the event at the Red Sea resort of Sharm

el-sheikh was run. Many vulnerable
countries welcomed agreement on a
fund to help poor countries cope with
climate change, but others said the fort-
night of talks and all-night wrangling
ended with no progress on global warm-
ing targets.

i dtheinteg:
rity of the COP27 Egyptian presidency.
“I've never experienced anything like
this: untransparent, unpredictable and
chaotic,” said one.

Negotiating teams were given little
time early on Saturday to review draft
texts on several issues, said people
familiar with the matter. That was “not
ausual procedure”, said one EU official.
The talks took the summit, which drew
about 45,000 participants, into a second
day of overtime, and the final plenary

session was held on Sunday after 3am.

stiell, previously Grenada’s climate
resilience and environment minister,
said he would review the COP process on
returning to the UN body’s secretariat in

‘Tve never experienced
anything like this:
untransparent,
unpredictable and chaotic’

Bonn, Germany. Elements “can be done
better”, Stiell said, and recommenda-
tions would be made to the next presi-
dency, held by United Arab Emirates,
ahead of the 2023 conference.

“The process needs to be as stream-
lined as possible, it needs to be as

effective as possible,” he said. The
COP27 conclusion drew mixed reac-
tions. The finance minister of Tuvalu
lamented a “missed opportunity” and
some western negotiators blamed
energy producers such as Saudi Arabia
for watering down the final deal.

The presence of more than 600 lobby-
ists from the fossil fuel industry drew

transparency had been lacking at
COP27, stiell said: “I can’t answer that
butitissomething 'm going to look at.”

Oneway toimprove the process might
be toinvolve future presidencies along-
side the presidency-elect for a given
year, Stiell said.

COP27 had not been a failure, said
stiell. “There was no backsliding in an

from a group of
and climate advocacy groups. The final
hours were marked by a failed attempt
by dozens of countries to include a
pledge to phase down fossil fuels.
stiell said of the lobbyists: “You can’t
ignore them. The question ishow doyou
engage them and where do they fit
within the process. I believe it’s abso-
lutely essential the process is com-
pletely transparent.” Asked if said

that is very difficult, with
the energy crisis, where you have seen
increases in the use of fossil fuels,” he
said. The absence of backsliding was
“noteworthy”, but next year “there isan
opportunity for greater performance”.
Afocus on the energy sector next year
“was an obvious place to start”, he
added. The science was clear, stiell said,
about the need to “transition away from
fossil fuels”.

Calls for a wave of strikes like

those that created the republic

have largely gone unheeded

NAJMEH BOZORGMEHR — TEHRAN

As pro-democracy protests gained
ground in Iran in recent months, the
managers of a small dothing shop shut
its doors in anticipation of general
strikes in support of the demonstra-
tions.

But to the store managers’ surprise
few other sectors followed suit. After
four weeks, they opened their doors
again but filled their Instagram account
with stories on the protests rather than
posts promotingtheir wares.

The Islamic republic has been strug-
gling with one of the largest and longest-
lasting demonstrations in its history,
following the death of Mahsa Amini, a
young Kurdish woman, in custody.

More than 200 people, including 30
children, have been killed in govern-
ment crackdowns, according to
Amnesty International. Last week, pro-
tests escalated across the country.

A nine-year-old boy in the southern
town of Izeh was among those killed,
further fuelling public anger. The small
clothing store closed for three days, as
did others, some out of support for the
protesters, others fearingattack.

strikes were instrumental in the over-
throw of the monarchy during the 1979
Islamic revolution. This time protesters
have urged all groups, including mer-
chants in the bazaars, teachers and
workers in the oil sector, to stage strikes
in the hope that this would turn the lat-
est unrest into a revolution and lead to
the replacement of the theocracy witha
modern, secular government. But
workers have responded cautiously.

While thereis broad sympathy for the
protests and questions about whether it
is possible to overthrow the Islamic
republic, many people fear losing their
jobs amid uncertainty over the direction
of the protests, which are largely leader-
less and unorganised. Some eye nearby
syria and Afghanistan and worry that
Iran could become engulfed in chaos.

In Tehran’s Grand Bazaar, some shops
shut last week. “There was a mixed
reaction in the bazaar, with some volun-

Middle East. Social unrest

Iranians put jobs before solidarity with protests

G
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“We still cannot say the bazaar has
staged a strike but what they did has
symbolic importance that the bazaar
has shown itssupport for the protests.”

In the northwestern Kurdistan prov-
ince, from which Amini hailed, the
bazaars have had some of the biggest
strikes in that region’s history, with
shopkeepers closing their stores several
times over the past two months.

But workers in the crucial oil, gas and
petrochemical sectors have yet tostrike.
More than 200,000 people work in the
oil sector alone.

A businessman in the oil sector said
that when his staff last week went to

‘Authorities
have their
loyal forces
everywhere,
which will
not allow
strikes to be
formed
easily’

Protests have spread to cities such as
Zahedan, left, from Tehran, where
shops in the Grand Bazaar, below,
were shut —uccarpva Gerry magesanafReurers

added there have been occasional pro-
tests by non-staff workers hired by sub-
contractors, but only in sectors that

Hong Kong
leader tests
positive for
Covid after
meeting Xi

PRIMROSE RIORDAN — HONG KONG
RYAN MCMORROW — BELJING
TOM MITCHELL — SINGAPORE

Hong Kong’s chief executive has tested
positive for Covid-19 just days after
meeting his boss, Chinese president Xi
Jinping, at the Asia Pacific Economic
Cooperation forum in Bangkok.

John Lee was seated next to Xi duringa
meeting on November 18 and also stood
nextto him at an event on November 17,
potentially one of Xi’s closest known
brushes with the virus since the start of
the pandemic.

China has been following a strict zero-
Covid policy, routinely forcing millions
into quarantine and home lockdowns
despite the huge economic and psycho-
logical costs. Neither politician wore a
mask on the two occasions they met.

“[John Lee is] undergoing isolation,”
the Hong Kong government said yester-
day. Lee tested positive on his return to
the Chineseterritory on Sunday.

The newscomes as confusion deepens
over the future of China’s zero-Covid
policy, with any reopening closely
watched by investors, who hope it will
pave the way for an economicrecovery.

Certain cities experiencing outbreaks,

littleimpacton p

“We are not aware of any drop in pro-
duction in oil, gas and petrochemical
fields,” he said. “There is always poten-
tial for strikes but they can only cost
‘workers their jobs and wages now. Pet-
rochemical workers who are in the pro-
duction sector, for instance, are pretty
well paid and are notinto strikes”

Iranian authorities, as part of efforts
tosilence dissent, have increased wages,
boosting the salaries of civil servants,
soldiers and pensioners by up to 20 per
cent for the second half of this Iranian
year, endingin March.

State-affiliated charity organisations
have also increased the monthly allow-
ance they give to poor families by 30 per
cent. Disabled veterans of the Iran-Iraq
war in the 1980s will receive a 25 per
cent rise in their income. Public sector
workers had already enjoyed a rise in
‘wages of about 60 per cent this year,
aboveinflation of 42.9 per cent.

“There is little readiness for general
strikes while the Islamic republic has
managed to keep various groups distant
from each other;” said Hamid Hosseini,
another businessman in the petrochem-
iical sector.

“Authorities have their loyal forces
everywhere, which will not allow strikes
tobe formed easily.”

Given the impact of sanctions on the
oil sector, which were imposed in 2018
after former US president Donald
Trump pulled out of the 2015 nuclear
accord, it was unclear how long Iran
could sustain this strategy, analysts said.

Although US president Joe Biden’s

ionh to

such as provincial capi

and Guangzhou, were first permitted to
impose less stringent restrictions but
have since rolled out tougher controls.

Xi started travelling outside China
only in recent months. A brief trip to
central Asia in September was his first
overseas since January 2020, when the
virus erupted out of central China.

The health of top Chinese Communist
party leadersis a closely guarded secret.
Itislikely thatXi, who returned to China
last weekend, will remain out of public
view until completing the latest quaran-
tine requirements, which include at
least five days of self-isolation.

The Chinese leader’s week-long tour
of south-east Asia for the G20 summitin
Indonesia and the annual Apecleaders’
meeting in Thailand marked his return
to the global stage. He had a flurry of
talks with peers including US president
Joe Biden, as well as the leaders of
France, Italy, Spain, the Netherlands,
Australia, Japan and South Korea.

Xi’s last known brush with the virus
was in June, when he visited Hong Kong
to mark the 25th anniversary of its
return to Chinese sovereignty. Steven
Ho, a Hong Kong lawmalker, posed in a
group photo with Xi and subsequently
tested positive, but all in the picture
were wearingmasksat the time.

Hun Sen, Cambodia’s leader, tested
positive for Covid-19 after hosting
south-east Asian leaders, Chinese pre-
mier Li Kegiang and Biden just before
the G20 summit.

Investors have been hoping for a
greater loosening of the zero-Covid pol-

revive the 2015 deal, indirect talks
between the twonations have stalled.

For the clothing store, business has
been running at a loss since the protests
began. Itdoes notsee thingsreturning to
normal any time soon.

“Protests may calm down for a while
‘but then something else will spark a new
round,” said the manager. “Iran has
gone into an irreversible path, but we

icy since ber 11, when China
announced several measures, including
lowering the number of days in quaran-
tine for incoming travellers and close
contacts of Covid cases.

shijiazhuang, not far from Beijing,
was at the forefront of easing the draco-
nian restrictions. On November 13, the
city pivoted from a full lockdown into
reopening. Covid cases, however, con-
tinued to spread among residents, and
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tarily shutting shops and others fearing
being attacked by protesters,” said one
businessman in the traditional market.
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also need to find a new normal and a
‘way to survive [financially] without sac-
rificing our moral values.”

Asaluyeh, an Iranian port that serves
South Pars, the world's largest gasfield,
there were no signs of any shutdown. He

during the weekend, the municipal gov-
ernment retreated, imposing a new
lockdown.

Republican reliance on wealthy donors offers little guarantee of electoral success

COURTNEY WEAVER — WASHINGTON
CAITLIN GILBERT — NEW YORK

Republicans fell further behind Demo-
crats in grassroots fundraising in the
midterm elections, with some analysts.
blaming the party’s reliance on a few
rich “megadonors” for its relatively
poor performance.

According to Financial Times analysis
of Federal Election Cumlms.slun and
op data, cured
millions of dollars more in outside
spending than Democrats this year. The
party’s biggest donors wrote signifi-
cantly bigger cheques than their coun-
terparts on the Democratic side, based
onfilings as of October 19.

However, Democrats were able to
raise more small-dollar donations in the
handful of key states that allowed them
to hold on to the Senate — a potential
barometer of voter enthusiasm for the
party in those states.

The Republicans won control of the
House of Represemauves but by a

th

candidate. They’re going to be more
likely to show up and vote,” said Edward
Erikson, a progressive political consult-
ant who specialises in combating the

and Georgia, although by smaller mar-
gins. Arizona and Nevada’s Democratic
Senate candidates both won their races
outright, while Georgia’s Democratic

ineffective message, or they’ll spend it
on races where, you know, the person
didn’thave that chance.”

For Republicans, the problem in some

impactof bigmoney in polmcs Senate candid. ate, Raphael Warnock, races was not just the dearth of small-
Between both will face: PP t Hemhel dollar donations but the prepund erance

outside spending and grassmuts ﬁmd— Walkerin arun-off next to  ofahandful of

raising, Republicans had $2.1bn to  the close margin of the contest. primaries early with big bets, elevating

power their efforts this election cycle.
That massive sum was still less than the
Democrats’ $2.5bn that stemmed pri-
marily from nearly $1.9bn in grassroots
fundraising.

In Pennsylvania, Democrats raised
two and a half times the small-dollar
donations that Republicans managed
ahead of the victory of progressive Dem-
ocrat John Fetterman over Mehmet Oz,
the former television doctor backed by
Donald Trump.

In New Hampshire, where Demo-
cratic incumbent Maggie Hassan
defeated her Trump-endorsed oppeo-
nent, Don Bolduc, bya mne point mar-

ble th

since the Supreme Court decided the
“Citizens United” case in 2010, individ-
uals have been free to give unlimited
amounts of money to so-called super-
pelitical action groups, or super Pacs,
supporting different candidates.

Though the sums have become astro-
nomical, political analysts said it was
not obvious that the money was being
used effectively, as evidenced by the
performances of some of the Republi-
can ds  picksin the mi it

“It’s always shocking how much of
that money is not well spent,” said
Meredith McGehee, an expert studying
the intersection of money and politics in

gin, D d
amount that Republicans raised in
1l

aised nearl

margin
“When people feel like they have
skin in the game, they’re buying into a

Tuesday 22 November 2022

dollars.
Democrats also raised more in small-
dollar donations in Arizona, Nevada

“You see these outside groups come in
and it can sometimes irritate the candi-
date because the super Pac will come
in with the wrong message or an

candidates who might not have won
withoutsuch largesse.
Peter Thiel, the billicnaire venture

In New Hampshire Democrat Maggle
Hassan won by a 9-point margin

* FINANCIAL TIMES

capitalist, gave $17.5mn to Blake Mas-
ters in Arizona and $15mn to JD Vance
in Ohio — both of whom previously
‘worked for him — to contest Republican
Senate seats in those states. Vance ulti-
mately won his race but Masters lost to
Democrat Mark Kelly.

Richard Uihlein, another of the GOP’s
biggest donors, gave $3mn to Masters
and $1mn to Walker in Georgia. With
wife Elizabeth, the Uihleins gave $77mn
to Republicans this election cycle.
Hedge fund Citadel’s Ken Griffin gave
more than $8.8mn to David McCormick,
the Pennsylvania Republican Senate
candidate, who failed to advance past
his primary.

Uihlein and Griffin were alsoactive in
the Illinois governor’s race where each
spent $50mn propping up a rival
Republican. Griffin’s candidate, Richard
Irvin, lost in the primary while Uihlein’s
Trump-endorsed Darren Bailey, lost to
JB Pritzker by a double-digit margin in
the general election. Pat Brady, the
former chair of the Ilinois Republican
party, said Trump’s endorsements of
poor candidates had skewered the

“Candidates matter and when you've
got a guy like Donald Trump. . .
recruiting just herrible candidates,
that’s why we don’t do well. It drags the
restofthe ticket down,” he said.

Paul Ryan, the former Republican
Speaker of the House, said the “evidence
is really clear” that Trump’s influence
dented performancein the midterms.

“The biggest factor was the Trump
factor,” Ryan said, pointing to examples
of more centrist Republican governors,
like Chris Sununu in New Hampshire
and Brian Kemp in Georgia, who were
easily re-elected, while Trump-backed
Republican in those statesfaltered.

But an advantage in grassroots fund-
ing is not in itself enough to ensure vic-
tory. Democrats attracted many more
small-dollar donors than Republicans
in Ohio, North Carolina and Wisconsin
— all states where they lost Senate races.

Erikson said that small-dollar dona-
tions did not always guarantee a winner:
take Bernie Sanders’s failed campaigns
against Hillary Clinton in 2016 and Joe
Biden in 2020. “Not all dollars are of
equal value,” sald Erlksun

GOP”

ing by Lauren Fedor

a dozen or more...
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MICHAEL BUBLE

LET THERE
BE MUSIC

In the beginning, there is a movement. Made

of tension and release, inspiration and serenity.
From minor to major, one voice, then another, then
Soothing, moving, empowering.

SIR ANTONIO
PAPPANO
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As profound as our memories, and as bright as
our hopes. It’s at once a call and response. Crafted
by inspiration, perpetuated through passion, it
continues to resonate with every generation. It is
as vital as breathing and as essential as moving.
In many ways, it is the purest expression of life.

#Perpetual
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Junk fees Biden's antitrust adviser fights hidden costs, deceptive practices and ‘things that confuse people’ in investing © pace 10

Companies & Markets

West can end
China battery

rule by 2030,
report claims

@ Goldman cites $160bn cost of switch
@ Others doubt seven-year turnround

EDWARD WHITE — SEQUL
LEO LEWIS — TOKYO
The US and Europe can cut their
dependence on China for electric vehi-
cle batteries through more than $160bn
in new capital expenditure by 2030,
Goldman Sachs has forecast.

EV batteries are a core technnlngy

T in western capit:

The passage of the Inflation Reduc-
tion Act in August means huge tax bene-
fits and other subsidies for localising
battery supply chains and fuelling the
uptake of EVs. Goldman expects the
“average eligible EV in the US” will
receive more than $10,000 in benefits.

Ross Gregory, partner of electric vehi-
cle

dependence on China. Aftelr' years of
state support and Beijing’s desire to cut
its own reliance on oil imports, China
produces three-quarters of the world’s

batteries and dommams production of

New Electric Partners,
said despite the passage of the IRA and
the surge in gigafactory investment, the
Goldman costs estimate appeared far
too low, the timeframe optimistic, and
the expectations for the impact of bat-

their materi;
But according to a repnrl. to clients
seen by the Financial Times, the invest-

teryrecycling

“There’s some momentum forming
but there still isn’t a strong prepared-
ness toinvest by rt

‘There’s some momentum
forming but there still

isn't a strong preparedness
to invest upstream’

mentbank’sanalyslssaya switchto pro-

from Chinese players Asan example,
there hasn't been a notable Australian
greenfield battery mining project devel-
oped with any foreign major investment
atall,” he said. “The likely growth of EV
infrastructure in China over that period
is going to be so massive that it will still
outstrip Europe and the US”

ducing China’s in bat-

in and Brussels,
combined with a spending spree by non-
Chinese companies, have the potential
to extricate the west from its reliance on.
Beijing over the next seven years.

To obtain a self-sufficient supply
chain, countries competing with China
would need to spend $78.2bn for batter-
ies, $60.4bn in components and $13.5bn
in mining of lithium, nickel and cobalt,

tery materials and components is also
seen as a challenge. Chinese groups’ glo-
bal market share of capacity for produc-
tion of anodes is 87 per cent, precursors
85per centand cathodes 77 per cent.
Goldman analysts said this could be
unwound by protectionist policies in
Europe and the US, alternative battery
chemistriesand battery recycling.

aswell as $12.1bninrefining
rials, thereport calculated.

The bank’s analysts say demand for
finished batteries could be met without
China within the next three to five years,

P T P AR e

More outside China are
developing sodium-ion batteries — an
alternative to lithium-based batteries —
as well as LFP, a type of cathode that
does not use nickel or cobalt, Goldman

mtd et Al s

Unwelcome present US retailers face first
real-terms fall in sales since financial crisis

Mystery package:

ANDREW EDGECLIFFE-JOHNSON AND
JOSHUA FRANKLIN — NEW YORK
COLBY SMITH — WASHINGTON

US retailers are facing their first real-
terms fall in revenue since the global
financial crisis this holiday season,
even as resilient consumer spending
poses challenges to officials seeking
to bring inflation under control.

Black Friday, the informal start of the
peak shopping season, falls this week
at a turning peint for consumer
spending, as the highest inflation
since the early 1980s erodes shoppers”
purchasing power. Most retailers are
cautiously optimistic about the com-
. R

onomic conditions are m;

ng it hard to predict

after stripping out the inflation
that has caused stores to raise prices
to offset higher costs, that would
equal areal-terms fall of 1.2 per cent.
“Demand has held up surprisingly
well given how much prices have
risen,” said Michael Zdinak, who leads
S&P’s US consumer markets service.
He added, however, that the excep-
tional combination of high inflation
with historically luw unemplnyment

quarter, their steepest year-on-year
increase in more than 20 years. Credit
card borrowing had been “really ram-
ping over the last quarter”, said Betsy
Graseck, a Morgan Stanley i
director covering US large-cap banks.
The Federal Reserve is scrutinising
consumer spending closely as it seeks
to damp demand with large interest

Outsourcing
trend in food
services lifts

Compass

OLIVER BARNES — LONDON

Revenues at Compass, the biggest
catering company, have beaten pre-
pandemic levels thanks to a growing
number of businesses opting to out-
source food services for the first time to
head off soaring inflation.

The group said yesterday that in the
year to the end of September, new busi-
ness accounted for £2.5bn in revenues,
just under half of which came from cli-
ents outsourcing for the first time.

But the cost of entering into new con-
tracts as well as labour, food and drink
inflation cut into profit margins, which
continue to lag behind pre-pandemic
levels. Operating margins were 6.2 per
cent, below 7.4 per centin2019.

Compass, which provides food for
wvenues including hospitals, care homes
and work canteens across 40 countries,
said it expected operating margins to
rise above 6.5 per cent next year. Over-
all, net new business this year was up 5.7
per cent compared with 2019. Total
group sales rose to £25.8bn in the year,
surpassing 2019 revenues of £25.2bn.

The UK group’s trading performance
had “surpassed our expectations”, said
chief executive Dominic Blakemore,
adding that “net new business [acceler-
ated] through the year in all our
regions”.

Clients faced inflationary pressure
and “operational complexities” that
were driving increased outsourcing,

said. “We are
capitalising on the resulting growth
opportunities”

The group’s European and North
American operations did particularly
well at winning new business. New cli-
ents included Nashville Soccer Club’s
30,000-seat stadium, Glasgow Rangers
FC, the Metropolitan Police and Lon-
don’sNational Theatre, Compass said.

dj d operating profits were

Lael Brainard, the Fed’s vice-chair,
has

made " plans
hard to forecast.

Inflation was leading consumers to
seek promotional offers much more
than usual, noted Stephanie Cegielski,
vice-president of research at ICSC, a

At et S At e Borni

hope that a reduction

£1.59bn in the year to the end of Sep-
Lembe[ beatinganalyst expectations.

in retail margins “could
help reduce inflationary pressures in
SOMe CONSUMT: .

Retail sales last mnnth rose by a
hlgher than expected 8.3 per: oem:year

S R e

id: “Until inflation stabi-
lises and starts to decline, it’s a
drag . .. We're ontrack for recovery and
we see no reason why we won't get back
to pre-pandemic ma:gms ltsrea]ly just

e e T
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LIAIIRS LAIgEy L UIR IVESULETIS 1w ue
US by South Korean conglomerates LG
and SK, which have been attracted by
massive subsidies from US taxpayers.
Goldman forecasts that the market
share of the Korean battery makers in
the US will rise to about 55 per cent in
threeyears, from11 per cent in 2021.

SdIU. DULL, UIE WL IYLIY ECULUILGS UL
EV battery production in the west
stands asa fundamental barrier.

“We note capex per unit implied from
recent company announcements in the
USis78 per cent higher than China,” the

oted. i Iriskalso
stands as an unresolved challenge.
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LI WEERS, HUWEVEL 45 WE Puenis
health fears and supply chain shocks
that affected holiday spending in
2020and 2021 recede.

Retailers should report headline
sales growth of 4.5 per cent year on
year this holiday season, according to
S&P Global Market Intelligence. But

SUUPPIL CENLLE LIUUSULY Zluup, vuL
they still intended to spend.
Many will turn to credit cards to do
s0, after depleting their savings from
pandemic stimulus programmes.
New York Fed economists this week
reported credit card balances had
jumped 15 per cent a year in the third

ULLyedL AL UIE FEUS LIUSL agg1es-
sive effortsin decades to tighten mon-
etary policy, however, higher borrow-
ing costs have begun to bite. “Con-
sumers are stepping back, they're
changing how they allocate their
spending,” said Mary Daly, president
of the San Francisco Fed, last week.

LI pate UL usaL [recuve y §.

Shares fell 1.4 per cent yesterday in
Londonto £18.24.

Compass announced a further
£250mn share buyback programme for
the first half of next year, adding to
£500mn in buybacks between May and
November this year.

FT

Italian lernons the size of adult

hands hang abundantly

The real poetry of property
is what we find within its walls

So beloved is Tiramisu that
it has ifs own World Cup

Read things differently in FT Weekend. Pick up your copy
this weekend or subscribe at ft.com/subscribetoday

Start your weekend thinking
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Legacy payment groups avoid a Kodak moment, but threats loom

INSIDE BUSINESS

Patrick
Jenkins

here are 332 fintech uni-
corns, according to a rank-

combined market capitalisation of
$765bn, unchanged over the past year,
evenas the broader market has declined
sharply. The challengers, big and small,
aresufferingmore.

The core explanation is simple: even
the smar fund
tally disrupting the market; they are
merely slotting themselves into the
existing payments architecture. Yes,
they may make life easier for the
consumer or the merchant with faster
back-end processing or slicker point-
of-sale interfaces. But this is not

ing by small-busi por-
tal Fintech Labs.

Equally striking is the
dominance in the financial technology
realm of billion-doellar companies that
deal in some way with payments. They
account for eight of Fintech Labs’ top
10: PayPal, Ant, Stripe, Shopify, Adyen,
Block (formerly Square), Check-

atthe f Visa and Mastercard,
whose electronic rails they nearly all

relyon.

The big old card companies might
look ripe for disruption, facilitating as
they do high “interchange” fees levied
via merchants, averaging 2 per cent
in the US. But

out.com, and Afterpay.

The driver of this boom has been the
steady decline of cash in all major econ-
omiesand the concomitant acceleration
of digital payments. According to data
provider Merchant Machine, the most

thanks to the The prospectoftryingto

spread of their
operations into
every corner, ithas
been either impos-
sible or economi-
cally unappealing

disrupt Mastercard and
Visa has lacked appeal;
there are reasons to think
that this will change

digitalised economies, including Swe-
den, Singapore, the UK and Denmark,
conduct only 1 per cent of payments in
cash.

Itis not just fintechs. Big tech compa-
nies and established banks have
crowded into payments with new
services.

However, there isan oddityin thistale
of disruption. Unlike the killing-off of
Kodak by digital camera makers or the
demise of Bl when i
supplanted video rentals, legacy opera-
tors in payments are thriving.

Visa last month reported annual net
income of $15bn, up 21 per cent year on
year. Visa and Mastercard are trading
close to record highs. They have a

* FINANCIAL TIMES

for potential com-
petitorstobuild new kinds of networks.

The question, amid such a frenzy of
fintech innovation, is whether this
will change. There are five reasons to
thinkitmight.

First, Twitter. It might seem as if Elon
Musk is blowing up the business he just
bought for $44bn. But from electric cars
to rockets, Musk is the sceptic-defying
disrupter-in-chief. As oneof the original
PayPal founders, he has long sought to
shake up payments, and recently out-
lined plans to turn Twitter into a pay-
mentsengine.

Second, crypto. The idea of using
crypto coins to facilitate mainstream
payments might sound zany, given the

Is your board

tumult in the sector triggered by the
failure of exchange-cum-hedge-fund
FTX. But some core services already
rely on crypto. Ripple, which uses a coin
and blockchain structure to process
quick, cheap, cross-border payments
for bank clients, is convinced that this
technology is the key to disrupting high-
cost established mechanisms.

Third, Alipay. China is one of the few
places unconquered by Visa and Mas-
tercard, and the country’s state-owned
credit card network, UnionPay, is far
less developed. That gave private sector
fintech Alipay, as well as its rival
‘WeChat, the opportunity to develop its
own digital payment rails. With China
tensions high, though, Alipay’s ambi-
tions to expand abroad are likely to be
thwarted.

Fourth, Apple. Of all the big tech com-
panies, Apple seems to have toyed the
most ambitiously with payments and
finance. In addition to its Apple Pay wal-
let, it offers a credit card in conjunction
with Goldman Sachs, and recently ven-
tured into buy now, pay later, using its
own balance sheet. Apple will not com-
ment on future plans, but some believe
it could aspire to a service that replicates
Alipay.

Last, JPMorgan. Big banks have never
seemed likely to be the ones to disrupt
the big card companies. They make bil-
lions of dollars every year from inter-
change fees. But JPMorgan has sparked
an internal stand-off by pursuing a plan
to develop a rival pay-by-bank facility
allowing easy bank transfers. A second
phase would facilitate micropayments
inthemetaverse.

Some or none of the above may come
to pass. But with digital payments on
such a tear, the chances of a Kodak
moment willonly increase.

patrick jenkins@ft.com

still kicking net zero

down the road?

Chapter
Zeropt
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No matter how hard it might seem, now is the time for business leaders to transform net zero ambitions into
robust plans and measurable action. As a chair or non-executive director, membership of Chapter Zero will support
you in encouraging and challenging your company’s plans for the transition to a net zero economy. With access

to our lively peer-to-peer network, relevant climate tools and expertise, you'll kick yourself if you're not part of it.
Join us at chapterzero.org.uk

#PlansBeyondPledges

Chapter Zero is part of a global network — the Climate Governance Initiative, a project in collaboration with the World Economic Forum - operating
in 50+ countries. We are supported by the Centre for Climate Engagement, Hughes Hall, University of Cambridge.
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Warning sounded on UN shipping rules

Insiders say loopholes
in emissions regulations
risk being exploited

OLIVER TELLING — LONDON

Shipping companies could exploit loop-
holes in forthcoming UN regulations
targeting carbon emissions, industry
insiders have warned, potentially limit-
ing environmental progressin one of the
most polluting sectors.

Some executives in the sector have
highlighted various weaknesses in the
rules, which will require them to grade
the carbon intensity of individual ships
from next year, with others accusing

certain member statesin the UN’s Inter-
national Maritime Organization of
resisting tougher measures.

But the shipping industry has also
come under fire from experts who say
the regulations were watered down
because of its own lobbying.

The so-called Carbon Intensity Indi-
cator regulations are being introduced
amid increasing pressure on shipping
groups tobecome less polluting.

Based on historic emissions data,
some 25 per cent of container ships are
settoreceive the lowest rating as well as
15 per cent of bulk and crude tankers,
according to estimates produced by
industry group Bimco and shared with
the Financial Times.

But with the IMO measures weeks
away from being enforced, industry
leaders said companies could find work-
arounds, rather than make meaningful
progress towards decarbonisation.

“You can pull various levers [to
improve your rating],” said Lars Robert
Pedersen, deputy secretary-general at
Bimco, adding that companies could
reduce the carbon intensity of individ-
ual ships by distributing cargo across a
larger number of vessels.

The CII does not take a ship’s actual
‘weight into account, meaning busi-
nesses could flatter their rating by not
fully loading vessels.

“An improvement of the [CIT] rating
does not necessarily translate into

something that is better for the environ-
ment,” Pedersen said.

simon Christopher Bergulf, regula-
tory affairs director at Danish shipping
group Maersk, said weak enforcement
could also limit the impact of the
measures.

Although the lowest rated ships must
produce a “corrective action plan”, the
IMO has not dated disciplinary

researcher at UCL, argued that parts of
the private sector also lobbied for more
flexible rules and exemptions, including
for ships facingbad weather.

In 2019, Bimco and the International
Chamber of Shipping called for the
IMO to allow shipowners to select
their own standards for measuring
energy efficiency. Although many of

these T ions were not

measures for those who donotimprove.

Bergulf suggested certain IMO mem-
ber states had resisted stronger meas-
ures in order to protect national indus-
tries. Two people close to the negotia-
tions added that China in particular had
opposed tougher rules.

But Tristan Smith, a shipping

adopted, “it all influences [the out-
come]”, Smith said.

Aoife O'Leary, chief executive of
campaign group Opportunity Green,
said the industry was “basically
saying [there should be exemptions]
if there are storms at sea. All T could do

islaugh.”

Technical advances, improved

apps and fresh funding make

sector ever more crowded

ROBERT WRIGHT — DEPTFORD, LONDON

Aaron Orman spends his days monitor-
ing green dots on an on-screen map of
London. Orman, UK and Ireland head of
operations for e-scooter and e-bike hire
operator Tier, scrutinises the dots —
which show the locations of the com-
pany’s vehicles — for signs they are
wrongly parked, their batteries are flat
or they need repair. He assigns staff to

https://digital.olivesoftware.com/olive/odn.

Travel & leisure. Micromobility

Electric bike hire start-ups face a hard ride

/ftasia/printpages.aspx?doc=F TA%2F2022%2F 11%2F22&ts=

said. “We want them to break as seldom
aspossible.”

HumanForest claims to have cap-
tured 40 per cent of London’s e-bike
hire market through offering users 10
free minutes each day and subsidising
its hire rates by selling advertising space
on its app. Advertising provides about
20 per centof HumanForest'srevenue.

Caroline Seton, HumanForest’s co-
founder, called the operation “by far the
most affordable solution” among e-bike
providersin London. Fluctuo has calcu-
lated HumanForest bikes are used four
timesas frequently daily as those of Dott
and Tier.

Swapfiets, like other bike subscrip-

Cellnex argues
European

tower deals are
‘over’ asit aims
to reduce debt

ANNA GROSS — BARCELONA

Spanish masts company Cellnex said
the European towers marlket was now
“pretty much closed”, as soaring infla-
tion made it increasingly difficult to
finance new deals and the availability
of assets dwindled.

“M&A activity is over,” said Tobias Mar-
tinez Gimeno, who has been chief exec-
utive since 2014, and has led Cellnex
through an acquisition spree that has
built it into the biggest towers group in
Europe. “Material, inorganic growth, for
thenext 24 months, isover.”

Cellnex said last week it was seeking
to improve its credit rating to invest-
ment grade from agency S&p, which will
mean reducing its leverage from eight
times earnings before interest, tax,
depreciation and amortisation to less
than seven times.

When interest rates were low and
debt was cheap, mobile towers were
some of the most attractive and valua-
ble assets in telecoms, offering lucrative
returns in an increasingly connected
world. But since June, the share price of
most towers groups has tumbled as rap-
idly rising interest rates drove up the
costof capital for these heavily indebted
businesses.

Negative interest rates over the past
few years meant “money was almost

‘Inflation is the worst thing
for everyone . .. It's

Anmanming tha annnamsr
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resolve any problems.

Tier, based in Berlin, says its expertise
at tracking vehicles and keeping them
charged, well- maintained and in desig-
nated parking spaces is a key advantage
inthe crowded “micromobility” market
to provide bike, scooter and other light-
weight personal transportservices.

The operator hopes its knowhow,
developed through operating in more
than 560 cities in 33 countries, will
ensure it survives in a fast-growing sec-
tor scramblingtoachieve reliable profit-
ability.

Yet Tier faces competition that has
intensified as improved electric motors
and batteries, better mobile phone tech-
nology and, in recent years, venture-
capital financing have spawned micro-
mobility start-ups across the industrial-
isedworld.

All pages from Financial Times (AS|a) Tuesday, November 22, 2022

Its i

panies, i San Francisco-based
Lime and Sweden’s Voi, and local, sin-
gle-city operators. In London, one of its
strongest competitors is the e-bike hire
company HumanForest, which oper-
ates only in the British capital.

Alongside “dockless” systems such as
Tier’s, where users leave a vehicle on the
street after use, many cities also offer
longer-established bike-hire using
docks. Another group of companies pro-
vides long-term rentals of bicycles fora
monthly subscription.

But Will Norman, the London
mayor’s cycling and ing commis-
sioner, said the sector was “immature”.

The vulnerability of some companies
was exposed this month when Bird, a
Miami-based operator of e-scooters,
warned it might not be able to stay in
business unless it could raise new capi-
tal. “Clearly, their business models need
to be standalone, independent of addi-
tional capital in the long run, for this to
be a sustainable solution for the city,”
Norman said.

Experience had nevertheless demon-
strated Londoners’ enthusiasm for

above, operates
only in London.
Below, Kat
Hlavata. of
Swapfiets

Norman added. Trips by
hlr:ycles of all kinds were 24 per cent

which are otherwise banned on UK
roads, are available um‘]er atrial involv-

higher between March and mid-J
this year than in the same period nf pre-
pandemic 2019, according to Transport
for London, the mayor’s transport
organisation.

‘Users made an average of 45,000trips
aweekin London onhired e-scooters in
June and July this year. The vehicles,

ingth Tier.

Theplcl]uelss]]mlarelsewhere Daily
use of New York's docked bike-share
system more than doubled from 22,000
to 56,000 between its introduction in
2013and 2019.

Figures from data provider Fluctuo
this year showed that in 22 European
cities’ mi ility trips —

Ride sharing increases across European cities ‘
All modes of transport (index rebased, 100-2021 average)

2022

150

— 100
2021

50

shared car and electric moped use as
well as e-scooters and cycling —wereup
48 per cent in the second quarter of
2022 againsta year earlier.

“They’re obviously popular,” Norman
said of micromobility systems.

‘Wayne Ting, Lime’s chief executive,
said his company stood out for its supe-
rior vehicles. Lime claims to be the
industry’s “number one player” by reve-
nue and riders. Uber, the ride-hailing
company, is a significant investor in the
company, having led a funding round

Daily use of
New York’s
docked
bike-share
system
more than
doubled
between
2013 and
2019

thatraised $170mn in2018.

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Source: Fluctue

o Lime developed its own vehicle
designs, rather than buying off-the-peg
bikes and scooters, Tingsaid.

“We designed them for longevity,” he

tion services, charges customers a
monthly fee for use of a reliably working
bike or e-bike. Swapfiets, which oper-
ates in the Netherlands, Belgium, Ger-
many, France, Austria and Italy as well
as the UK, guarantees to repair faults
with customers’ bikes within 48 hours.
Another operator, Buzzbike, offers a
similar servlce, as does Brompton, the

UALIAZIE, LG AUy,

and no one is escaping’

free”, Gimeno said, allowing Cellnex to
snatch up 130,000 towers across 12
European countries.

But now “we have to face and beat
inflation”, he said. “Inflationis the worst
thing for everyone — mdmduals. socie-

It's

UK-based ft
Kat Hlavata, Swapfiets’ UK company
manager, said the service by September

ties,
economy, and no one s escaping”
In spite of being one of the most

this year had 34 ibers in Lon-
don, afterlaunching in December2020.

Yet an announcement in August by
Tier of a “change of focus” highlighted
the sector’s profitability challenge. Tier,
citing the “tightening of the funding
market”, said it was seeking an
“increased return on investment”
instead of growth. It announced a 16 per
cent reduction in its workforce.

Other operators said they were

and

groups in European tele-
mms Cellnex was not involved in big
recent deals involving tower assets,
when two of the biggest European oper-
ators sold stakes in their masts to pri-
wvate equity groups able to offer attrac-
tive valuations.

In July, Deutsche Telekom agreed to
sell a majority stake in its towers busi-
ness to Brookfield Asset Management
and private equity group DigitalBridge
Group, valuing the business at €17.5bn,

approaching profitability.
Agustin Guilisasti with

Seton of HumanForest, predicted the

company would achieve positive earn-

ings before interest, tax, depreciation

and amortisation in the first quarter of
2023.

swapfiets was “not far” from
profitability, Hlavata said.

Ting said Lime had taken
“real strides”. “We have a real
shot at being ebitda profitable
for the full year,” he said.

_ Norman was concerned
that funding issues could
affect efforts to shift trips
away from private cars,
even though growing
demand for micromobil-
ity should make profita-
bility pessiblein London.
He added: “What we
don’t want is people

becoming dependent on a

model and then suddenly

the venture capital runs out
andit’snolonger there”

r~

or27ti bitd,

This month, Vodafone agreed to sell
up to 50 per cent of its masts business to
KKR and Global Infrastructure Part-
ners, bankrolled by Saudi Arabia’s Pub-
lic Investment Fund, which valued the
company at €16.2bn, or 26 times ebitda.

Gimeno said he was sceptical about
the model being adopted by private
equity groups thathave begun acquiring
towers in search of reliable returns.

“It doesn't work, the business plan,”
he said, adding that if they buy at about
26 or 27 times ebitda now, they will
struggle to sell the assets at a premium
in five to seven years’ time. “Power-
Point, Excel — they can be very crea-
tive,” he said, but “you have to deliver in
theend, and the exam will come.”

Over the next two years, Cellnex will
focus on reducing debt and limiting cap-
ital expenditure, among other things.
Cellnex’s net debt rose to €17.1bn from
€14.3bn in June due in large part to the

sition of Cic =

towers, which closed this month.

Mining

Tesla supplier warns of risks in ‘opaque’ graphite market

HARRY DEMPSEY

‘Western supply of graphite will be con-
strained in the coming decade by the
“opaque” market for the key battery
material, the world’s largest natural
graphite producer outside China has
warned.

Shaun Verner, chief executive of Aus-
tralia’s Syrah Resources, a Tesla sup-
plier that operates a huge mine in
Mozambique, said the graphite mar-
ket’s lack of transparency over pricing
was making bankers hesitant to fund
new projects. “The single biggest
impediment to new investment is the
opaque nature of the market because to
get the commercial debt in place is
really challenging,” he added.

A battery’s anode, which is made of
graphite plus, increasingly, a silicon
additive, is more dependent on China
than other materials as the country
mines 65 per cent of graphite, processes
85per centand ishome to the world’s six

Tuesday 22 November 2022

largest anode material producers,
according to the International Energy
Agency. China dominates the refining of
other battery materials such as lithium,
nickel and cobalt but the raw minerals
that feed those refineries are mined all
over the world.

The centralised nature of the graphite
market means supply agreements are
done bilaterally through long-term
deals between producers and consum-
ers. That leaves small volumes traded
on exchanges, providing limited pricing
transparency.
Few analysts follow the industry and
there is a lack of visibility on future
projects, making forecasting on long-
term prices difficult. Natural graphite
demand is set to treble in the next four
‘years as sales of electrical vehicles soar.
The material can also be created syn-
thetically from pet coke but this process
is carbon-intensive and struggles to
combine with silicon, which improves
the anode’s performance.

Reflecting the ]ml demand fnr the
mineral, i
A$1.7bn ($1.13bn), desplte a pre-tax
loss of $9.7mn on revenues of $50mn in

le up battery ingsites.
Syrah has been able to bridge the
funding gap. It received a grant of up to
$220mn from the US government last

‘the first half of the year. month to expand the anode material
The passing of the USInflation Reduc-  facility itisbuildingin Louisiana.

tion Act this year hasbonsted interest in Prices of graphite have risen a third

graphite p says d with a year ago to Rmbs5,300

EVs entering the markelafrer 2024 will
not be eligible for tax credits — which
can goup to $7,500 — if any of the criti-
cal minerals are extracted, processed or
recycled bya “[nrelgn entity of con-
cern”, which includes

Eric Desaulniers, chief executive of
Nouveau Monde Graphite, which is
developing a graphite mine and battery-
grade anode material plant in Canada,
said discussions with cell manufactur-
ers over supply deals had accelerated
‘because of the IRA.

However, he agreed that chall

($740) a tonne, according to Argus. This
represents areversal from price falls in
2019 that forced Syrah to cut output at
its Balama mine, a facility that can pro-
duce 350,000 tonnes a year into a global
market consuming 1.3mn to 1.4mn
tonnes today. Its production out of
Mozambique was disrupted at the end
of September by a workers” strike that
‘was eventually resolved.

Nico Cuevas, chief executive of Urbix,
which aims to build a graphite process-
ing hub in the US, said Korean battery

f had also been

remained in securing project financing

into action by the IRA but were still

‘because the “cellmakers are cash-con-  some way from signing deals to buy
strained” and had their hands full tryi pcoming raw materiall
* FINANCIAL TIMES

Transport

US moves closer to rail freight
strike as workers reject deal

ALEXANDRA WHITE — NEW YORK

US freight rail workers have voted to
reject alabour contract that the Biden
administration helped negotiate,
bringing the country a step closer toa
rail strike before the holiday season.

The train and engine service members
of the transport division of the Interna-
tional Association of Sheet Metal, Air,
Rail and Transportation Workers
(SMART-TD) voted to reject the five-
year collective bargaining agreement
with the railways.

But the bers voted

of arail strike for the past few months,
even after the Biden administration
stepped in to help mediate talks in Sep-
tember between the largest US rail com-
panies and the unions.

Three smaller unions voted against
the September deal before SMART-TD
said yesterday that its transport
division had rejected its propoesed
contract. SMART-TD representatives
will renegotiate another deal for its
train and engine service members with
the National Carriers’ Conference
Committee, which represents rail

to accept the contract, while members
of the Brotherhood of Locomotive
Engineers and Trainmen came out
in favour of ratifying an agreement
that was reached two months ago, the
union said.

The US has been teetering on the edge

A status quo agreement between the
union and management will last until
December 8. If they fail to renegotiate a
deal by then, SMART-TD will be allowed
to urge workers to go on strike on
December 9, barring an intervention
from Congress.

COMPANIES & MARKETS

Babylon’s 90% stock price fall since
float leads to cost cuts and US pivot

Boss laments ‘unbelievable, unmitigated disaster’ after service fell victim to mood change on Spacs

CRISTINA CRIDDLE — LONDON

The chiefexecutive of Babylon, the Brit-
ish healthcare service that soared in
popularity in the pandemic, has
described the company’s stock market
performance since it went public last
year as an “unbelievable, unmitigated
disaster” that has required a restructur-
ingof the business.

Ali Parsa had spurned a London list-
ing for the group, which had grown rap-
idly through partnerships with Britain’s
NHS, in favour of floating on the New
York Stock Exchange through a special
purpose acquisition company.

But shares in the digital healthcare
service have dropped 90 per cent since
its stock market debut in October last
year, leading it to pivot its business to
the US and to engage in painful cost cuts.

Parsa said: “What an unbelievable,
unmiti disaster.”

With the benefit of hindsight, he said,
itwas “super-simple to understand. We
learnt a big lesson, which is we should
have done a lot more thinking through
Spacs. [We were] unlucky at the time, or

Banks

Top Morgan

Stanley chief
in London

to step down

'STEPHEN MORRIS

Morgan Stanley’s top international
executive, Franck Petitgas, is retiring
from the Wall Street bank after a 30-
year career in capital markets and
investment banking.

Petitgas, 61, who was born in France,
announced his decision internally yes-
‘terday, according to a memo from chief
executive James Gorman seen by the

He will remain an adviser to the
‘bank and continue to represent it at
events such as the World Economic
Forum in Davos.

‘The memo, also sent by co-president
Ted Pick, described Petitgas as a
“trusted adviser to both of us as we nav-
igate the complexities of a global busi-
ness and client base”.

He joined Morgan Stanley in 1993 in
New York and worked his way up torun
the capital markets division, and ulti-
mately oversaw all the bank’s busi-
nesses outside the US from London.

Petitgas was instrumental in building
Morgan Stanley’s relationship with
saudi Aramco, which raised $25.6bn in
‘the biggest global IPO in 2019, as well as

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 11%2F22&ts=20221121202752&uq=20221117085301

9/24



2022/11/22 21:05

we made the wrong decisions, but now
wefixit”

Babylon was among the victims of the
sudden change in enthusiasm for Spac
deals and struggled to secure support
from US institutional investors at a time
when the company was not well known
inNorth America.

Parsa, a British-Iranian entrepreneur
and former banker, founded the health-

All pages from Financial Times (Asia), Tuesday, November 22, 2022

“ |
i

really hard for companies to make [it]
work ically”

care platform in 2013, and developed $4.2bn demand for servicesledtoariseindig-  NYSE-listed
the GP at Hand app, which allows UK~ gabylon's valuation ital solutions. The sector hita peak of  healthcare
based patients to access their NHS gen-  ahead of stock investment in 2021, with more than  platform
eral physicians virtually, acting as their ~ market debut $29.2bn in US venture fundinginvested ~ Babylon, led by
digital primary care practice. in digital health, according to figures i Parsa,
Butunable to make NHS partnerships 100,000 from Rock Health venture firm. struggled to
economically viable, Parsa has wound  patients on the Its tracking from last month suggests  secure support
down UK operations to focus on the US  books of GP at thatonly $12.6bn has beeninvested this ~ from US
market, which accounts for more than ~ Hand service year, as the market cools and adjuststo  institutional
90 per cent of its revenues, through pre-Covidlevels. investors
health insurance programmes such as Babylon almost halved its pre-tax =~ 7 smsen/Soom
Medicaid and Medicare. losses to $89.6mn in the three months to
Ahead of the company’s stock market the end of September from the previous
debut, Babylon was valued at $4.2bn quarter, while revenues have grown
and was set to receive $575mn from its nearly threefold year on year to
merger with blank-cheque company $288.9mn.
Alkuri Global. In September, the company received
But when the date to vote on the notice that it violated NYSE rules that
merger approached, about 90 per cent require listed companies to maintain an
of shareholders asked to redeem their average closing share price of at least $1
shares despite approving the deal, over a consecutive 30 trading-day
which left Babylon with only $275mn in period. Asaresult, Babylon hasissued a “We learnt
cash. The majority of that sum came reverse stock split, where existing .
from a so-called private investment in sharesare consolidated into fewer, high- Q. blg lﬁSSOl‘l,
public equity agreement from investors er-priced shares, due to complete in i} is we
such as data company Palantir and December before the notice period
Swedbank Robur. expiresanditiskicked offthe exchange. ~ should have
To make up the $300mn shortfall, ‘The company isin the processof sell- e 4 ot
the company has cut staff, ended con- ing Meritage Medical Network, its net-
tracts early, and raised $80mn in addi- work of around 1,800 physiciansinCali- more
tional funds from existing investors fornia, by the end of the year. Babylon thinking
such as Swedish venture capital group bought the group for an undisclosed )
Kinnevik. sum 18 months ago but Parsa said it was thl'Ollgh
Telemedicine, where healthcare is too difficult to convert to digital.
delivered remotely, surged during the He said “the competition for it is sig-
pandemic as hospital costs rose and nificant” and he believed that after the
‘ sale, Babylon would be able to become
3 profitable.
SB;I:: :r]i; l(-lst;ldmgs Despite being headquartered in Lon-
don, Babylons presence in the UK is ‘Our team
12 this year: two NHS trustcon- | .
‘ tracts were terminated early and the 1S kllhng
k| 10 has shut down its Symptom jecalf
1 Checker achatbutusedmanswer NHS .
8 11linguiriesandtri providing
Its GP at Hand service has more than
® 100,000 patients on its books but Parsa the WS
A said the group was slowingitsgrowthin ~ S€IvICe
'\1 the NHS as I.here wasnotawaytopro-  ‘hecause
2 ithout losing money. .
\M\-— “We still lose money on every IMONEY 1S
patient,” Parsa said. “There is a struc- 3 L]
Sep 2021 [ 2022 Nov ° tural problem. The NHS doesn’t have S0 tlght
— enough funds itself . . . Services do not
get paid enough, and therefore [it is]
Transport

Babylon has faced criticism from
some NHS doctors who say it attracts
younger, healthier patients, leaving tra-
ditional practices to deal with complex
cases with limited resources. They also
point to the digital nature of the plat-
form, leading to doctors potentially
‘missing signs of seriousillness.

Babylon was slowing its NHS partner-
ships until it could find a way to break
even financially, Parsa said. “Our team
is killing itself providing [this service to

the NHS] . . . because the money is so
nght and hemuse the connectivity in
issobroken. The brand dam-

agels onusrightnow.”
Additional reporting by Ian johnston and
Rafe Uddinin London

listings for Swedish private equity firm
EQT and France’s Antin Infrastructure
Partners. Other clientsincluded Patrick
Drahi and his Altice investment vehicle,
‘which is the largest shareholder in UK
‘telecoms company BT.

Once considered among a group of
potential candidates to succeed
Gorman as chief executive, Petitgas is
among several of Morgan Stanley’s
top executives to have left in recent
years, including Colm Kelleher, who
‘went on to become chair of UBS. This
year Gorman said he had no plans to
step down soon.

‘While retiring from his executive
role, Petitgas hoped to work as a gov-
ernment adviser or take up anon-exec-
utive or board role, said a person famil-
iar with his thinking.

Ex-BA boss berates Heathrow over long waits

ROBERT WRIGHT — LONDON

Willie Walsh, one of the world’s best-
known aviation executives, has said
“heads should roll” at London’s Heath-
rowairportif thereisarepeat next year
of last summer’s long wait times and
trafficrestrictions.

‘Walsh, chief executive of industry trade
group Iata and former chief executive of
International Airlines Group, owner of
British Airways, said Britain’s busiest
airport remained a “major problem”.
“The problem at Heathrow has been
mostly down to Heathrow’s inability to
get people through security;” Walsh said
at the Airlines 2022 conference in Lon-
don. “People ask me, ‘Are we going to
face these same problems next sum-
mer?” Walsh added. “If they do, heads
should roll — let’s be clear about that.

There’s no excuse for not gemng the
problemssorted — no excuseat:

At the same conference, Shai Weiss,
chief executive of Virgin Atlantic, called
for a comprehensive rethink of Heath-
row’s regulation in light of what he said
was poor service and high prices at the
UK’sonly hub airport.

Backing Weiss’s points, Walsh said air-
portsin mostof the world had recovered
well from the Covid-19 pandemic.

The exceptions, he said, had been
Heathrow, Amsterdam’s Schiphol,
where Dick Benschop, the airport’s chief
executive, had stood down, and Dublin
Airport, where Walsh said the

recruit sufficient ground handlers to
manage the rebound in traffic. Walsh
called that explanation “total rubbish”.

Heathrow said its regulator needed to
give it the ability to invest in the airport
and all the operators needed to “work
‘together” tobuild back capacity.

“Our efforts are firmly directed
‘towards the constructive engagement
and collaboration with the regulator
and with the airlines to deliver great
service for passengers this Christmas
and into next year,” Heathrow said.

Airlines have criticised Heathrow’s
muuous pro]ecnons about the speed of

had now been resolved.

John Holland-Kaye, Heathrow’s chief
executive, has laid much of the blame
for continued disruption at the airport
on airlines, which he said had failed to

Walsh said it was n(ll:ywba]lmg the
speed of recovery because that would
enable Heathrow to win a better settle-
ment on prices from the Civil Aviation
Authority, its regulator.

Register now:

Sponsored by
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Retirement planning in a bear market:
time to reconsider annuities?

19 January 2023 | 2pm GMT

The infreduction of pension freedoms in 2015, coupled with a
sustained period of low interest rates, has seen annuities fall out

of favour over the past decade. Many advisers have eschewed
annuities completely, citing them as a low value option in
comparison to drawdowns. However, with markets experiencing
significant volatility and annuity rates reaching their highest level in
14 years, this advice may now be misplaced. With regulators starting
to focus more closely on retirement income strategies and the FCA's
Consumer Duty rules soon coming into effect, could we soon see a
return to favour for annuities?

Join FTAdviser and Legal & General for this one hour webinar

as our panel of expert commentators from across the financial
advisory sector debate the merits of various retirement income
strategies in the current market environment and provide practical
examples of appropriate use cases for each.

An event from the Financial Times
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Currencies. Fed policy

Dollar pulls back from 20-year
high as US inflation eases
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Asset management

US antitrust
adviser hits

at ‘profusion
of junk fees’

STEFANIA PALMA — WASHINGTON

Joe Biden’s antitrust adviser has warned
of a “profusion of junk fees” in the US
economy as he pushes to expand the
war on hidden costs to include
those affecting investors in the
securities market.

Tim Wu, the Biden administration’s
adviser on competition policy, said
there was a “sense there has been a
profusion of junk fees across the
economy — things that confuse people,
coercive fees, deceptive practices”.

He added that thiswas a “perfectarea
for a whole government . . . approach”
to su.rpnse charges that unexpectedly
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Slowingpﬂce growth sparks ‘ Dollar falls from two-decade highs ‘ ‘Wwindow of tightening also favoured the US
opportunity: currency, which as the ultimate safe
speculation that central bank IR much depends  harbour of the global financial system
r . 115 on how the tendstorise in times of stress.
will cool s of rate rise cycle W Federal Reserve Both those tailwinds are now set to
110 reacts to data fade, according to HSBC, which argued
TOMMY STUBBINGTON — LONDON L showing US that “gravity should take hold” for the
KATE DUGUID —NEW YORK MN and dollar as the often chactic sell-off in
The dollar has fallen in the past i 105 producer prices  global bond markets, caused in part by
fortnight from a 20-year high as signs ‘N grewataslower  central bankrate rises, calms.
of inflation easing in the US fuel 100 annual rate in Despite the about-turn in markets, a
speculation that the Federal Reserve M October than few hawkish speeches from Fed officials
will soon slow down its rate rises. 95 ptemb in recent days have tempered bets that
The greenback has declined more Ja‘n 2022 Nov the Fed issl
than 3 per cent against a basket of six The dip “looks like an overreaction
peers so far in November, leaving it on S given Fed speakers so far have made
track for the biggest monthly fall since it clear the job is not done”, said
July 2020, according to Refinitiv  countries and companies — particularly ~ climb over the past year to reverse in Athanasios Vamvakidis, head of G10
data, and sparking a debate incurrency  in emerging markets — that have 2023 as the Fed’s hiking cycle comes to foreign exchange strategy at Bank of
markets over whether the currencyhas  borrowed heavily in the greenback. an end,” HSBC foreign exchange America.
peaked. Itis still up about 12 per cent for The euro has risen to nearly $1.04 strategists wrote in note to clients last ‘While the dollar may not surpass the
the year todate. after sinking below 96 cents in  week.“Ithaspeaked.” 20-year high that it hit in late
This month’s fall comes as investors ~ September and the UK pound’s In recent weeks, traders have September, Vamvakidis warned that
scrutinise early indications that US  recovery from September’sall-timelow  trimmed their bets on a stronger dollar inflation remained high, noting: “We are
inflation may finally be easing, gained further momentum. to the lowest level ina year, according to not out of the woods yet . . . Even if
potentially paving the way for the Fed to The yen has rebounded somewhat figures from the Commodity Futures inflation has peaked it will be sticky and
reduce the speed at which it has been  from aslide to a 32-year low againstthe  Trading Commission, which provide a wvolatile on the way down.”
boosting borrowing costs. dollar that had prompted the Japanese  snapshot of how speculative investors with traders firmly focused on
Some data, such as those on the government to spend billions propping  such as hedge funds are positioned in ‘month-by-month US inflation figures, a
housing and manufacturing sectors, upitscurrency. currency markets. slight upside surprise could easily cause
have also suggested the broader econ- But much depends on how the Fed The dollar’s historic ascent earlier the entire global currency market to
omy is facing rising headwinds, another data showing US and  this year came as a wave of rapid price skew back in the other direction, he
deterrent to Fed monetary tightening. producer prices grew at aslower annual  increases swept the globe, prompting added.
“Everythingis pointingto disinflation  rate in October than September —and  big central banks — with the notable “We expect That sentiment was evident in
in the US and with that we will seea  whether thattrend continues. exception of the Bank of Japan — to the US remarks by St Louis Fed president
slowdown in the US economy in the first At the central bank’s November rapidlytighten monetary policy. € James Bullard on Thursday, who said
quarter of next year ... That forms meeting, chair Jay Powell did not But rate rises elsewhere were largely ~ dollar’s that rates would need to be raised toa
the basis for the weaker dollar story,”  explicitly signal a fifth consecutive 0.75  unable to keep pace with the Fed, ful minimum of 5 per cent in order to tame
said Thierry Wizman, a strategist at ~ percentage point increase, which which thanks tothe relativelyrobustus ~ POWETTU inflation.
Macquarie. traders understood asasignof the Fed’s  economywasabletoliftborrowingcosts  climb over Positions in the futures market cur- Our global
The dollar’s drop has all dsome op toahalfp pointrise  faster than peers in other developed h rently reflect that investors see interest team gives you
ofthe pressureon a global economythat as soDn asnextmonth. economies, bolstering the appeal of the the paSt rates peakingat 5 per centin May. market-moving
in of a strong. ions of easing inflation have  dollar. year to “It’s premature to call a peak in the news and views,
US currency, which helps to drive up  also upended wildly popular Wagers in At the same time, fears of a global dollar, because the Fed expects further 24 hours a day
inflation in smaller economiesand adds ~ currency marl dollar. and the financial market L€YEISC rate hikes,” said Joe Manimbo, an ft.com/markets
to debt sustainability problems for “We expect the US dollar’s powerful ~ volatility unleashed by rapid monetary  in 2023’ analystat Convera.

mnare prices.

Wu’s comments come as the White
House has begun working with the
Securities and Exchange Commission to
bring junk fees in the securities market
into the “broader mandate” of the
competition council, which was
launched by Biden to help reduce
market concentration.

Formed by the heads of federal agen-
cies including the SEC, the council is
responsible for implementing the
executive order signed by the president
last year to curb corporate power across
the US economy, from transportation to
technology and banking.

An SEC official said the agency has

al initiati

Wu issued a warning
about ‘things that confuse
people, coercive fees,
deceptive practices’

petition council, adding that the regula-
tor is more focused on expanding fee

p ight bans.

The measures include SEC propesals
unveiled in February to increase
disclosures on fees charged by
private funds to investors and rule
amendments adopted in October
requiring funds to clarify shareholder
reports and present transparent and
balanced information in advertising
material, the official said.

Wu is part of a new generation of
progressive antitrust officials — includ-
ing Jonathan Kanter, head of the
Department of Justice’s antitrust
division, and Lina Khan, chair of the
Federal Trade Commission —appointed
by Biden to fight anti-competitive
conduct in corporate America.

Among the competition council’s
tasks is understanding how junk fees
manifest across different industries and
cutting these hidden costs, an initiative
championed by Biden in a speech just
daysbefore the midterm elections.

“We're just getting started,” the
president said. “There are tens of
billions of dollars in other junk fees
across the economy and I've directed
my administration to reduce or
eliminate them.”

Wu said securities regulation offered
“low-hanging fruit” to improve pricing.
But he added that there are “other
possibilities” to challenge hidden costs
in the securities market beyond existing
SECinitiatives.

Lack of lithium will hold back rollout
of cheaper electric cars, Livent warns

HARRY DEMPSEY

Persistent shortages of lithium over the
next decade will lead to fewer car sales.
and hit the cheaper end of the market
hardest, the head of one of the hlgesl
producers of the battery- 1

argued that emissions legislation will
push up car prices and squeeze the
iddled e hi

The lithium market is set to
grow from 700,000 tonnes of lithium

Formed in 2019 as a spin-off from US
agricultural chemicals producer FMC
Corporation, Livent is seeking to brelk

Paul Graves, chief executive of Pennsyl-
vania-based Livent, said the lithium
supply crunch as demand roars would
lead mrmakersmpnﬂnnsemamnal for
their

he top ranks of lithium
It aims to increase lithium carbonate
production capacity in Argentina to
100,000 tonnes by 2030, up from
20,000tmme.s in2020, and owns a stake

“If you take those forecasts of
demand or conversion of sales, then
we can never expand lithium supply
quickly enough to catch up,” he told the
Financial Times. “We see no situation
where there will be enough lithium to
supplyall the corners of demand.”

Graves, whose company is a supplier
to Tesla, General Motors and BMW,
warned that the problem meant it
would take longer than policymakers
expect to phase out internal combustion
engine cars and that “low-cost vehicles
will be the challenge”.

The comments from the former
Goldman Sachs banker echo those of
Carlos Tavares, head of Jeep and
Peugeot owner Stellantis, who has

Tuesday 22 November 2022

Lithium, whichis develop-
mgahardrockpmjeclanebec.

Livent is a supplier to Tesla, as
well as BMW and General Motors

carbonate eqy this year to more
‘than 3mn tonnes by 2030, according to
Fastmarkets, a pricing agency.

McKinsey estimates that 15 per cent
of lithium demand will be unfulfilled
even if all projects under development
come to fruition.

Lithium prices have jumped 10-fold
in just under two years as electric car
sales have taken off, while new supply
hasbeen muted followinga glutin2019.

Underlining the boom, Chile’s SQM
‘this week reported a10-fold increase in
net profit to $2.8bn in the nine months
ending September.

Lithium projects led by companies
outside of the industry’s “big four” —
Albemarle, SQM, Ganfeng and Tiangi —
have generally taken far longer to
deliver than management teams have
promised.

Lithium mining equities took a ham-
mering this week with Albemarle and
SQM both shedding about 15 per cent
on unconfirmed reports that Chinese
cathode producers were luwen.ug mlt—

Tech start-ups tap into Australian
minerals sector’s need to decarbonise

NIC FILDES — SYDNEY

The founder of an energy-saving
Australian mining tech start-up has
accused the industry of “posturing™
over its green credentials — by talking
about future plans rather than acting
now to reduceits carbon footprint.

“The industry has a credibility
problem,” said Andrew Job, founder of
Plotlogic, which is backed by former
Google chief executive Eric Schmidt’s
fund and the miner BHP.

He said he was frustrated by the
mining sector’s tendency to issue press
releases and marketing materials
about plans in years to come to tackle
decarbonisation.

“If the technology isn’t available now
and won't be for 10 years, then it will be
decades before this flows through,” said
Job. “We need to focus on mining
operations today and reduce the carbon
footprint straightaway.”

Plotlogic is one of a new generation
of Australian mining technology
companies that hopes to reduce
energy cosls fDr the world’s mmerals

put forecasts in a sign of of
for EVsin the world’slargest market. processinglarge: amﬂunts of rock
* FINANCIAL TIMES

The Brisbane-based company uses
hyperspectral imaging sensors
combined with artificial intelligence
software and “lidar” vision-sensing
technology that is used in self-driving
cars to identify which parts of a mine
contain the most valuable ores.

That imp the effici of the

example of how the sector was begetting
innovative companies.

“Mines are in the business of moving
material, changing it from rock into
ore concentrate and transporting it to
market,” she said.

“sixty per cent of the energy

exploration process and reduces the

d by mines is used by mining
equipment with 40 per cent of that
being d in the rock-crushing

“The time has come

for the resources sector
to be led by technology
and innovation’

cost and energy needed to process
worthlesstocks.

“Without the ore body you're just
digginga hole in the ground,” Job said.

Sue Keay, chair of Robotics Australia
Group, said Australian mining tech
start-ups, such as Plotlogic, would
play an important role in the decarbon-
isation of the sector.

she highlighted companies that
‘were developing robots that clean solar
panels and others operating drones
that scope and map mining sites as an

process,” Keay added.

Adrian Beer, head of the Mets Ignited
Australia incubator, said the country
had alonghistory of developing mining
technology but had struggled to
commercialise it. “It’s been easy to take
innovation away from Australia and
thentosellit back,” he said.

However, he pointed to the growing
influence of companies such as Plotlogic
and 3ME Technology, which developed
a battery management system that
helped electrify vehicles used in
underground mines and had since been
adapted for military vehicles and
helicopters.

“The time has come for the resources
sector to be led by technelogy and
innovation and not by who has accessto
mineral reserves,” he said.

COMPANIES & MARKETS

The day in the markets

What you need to kn

» Oll bounces off 10-month low after
Riyadh denles supply boost report

» International and US crude
benchmarks sharply trim losses

» Wall Street and European stocks slip
while China indices also lose ground

Oll prices rebounded from a 10-month
low yesterday after Saudi Arabia
“categorically” denied a report that Opec
was weighing an increase in output that
would help fo counteract the loss of
Russian supplies.

Brent crude, the internafional

honchmark clid ae misch ae & nor cant o

‘ Qil prices hit lowest level since January |

Brent ($ per barrel)
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| W' 110
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Cult of the star

business leader

is dangerous

Peter Atwater

Markets Insight

ith all the ion on ‘With that d overnight suc-
Sam Bankman-Fried cesscame a collection of shortcomings
and the crypto collapse  thatare only now being ex]

du iaur it faale ac if Tirct thacaindividuale tand tn anwarn

non-existent. Environments of
powerlessness and certainty are
inherently binary. There’s no middle

oA And in that contavt 2 collanea
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$52 79 a barrel before m mm\ng its fall to N g the crowd is missing the wnthuutlheusualchecks and balances. in confidence comes quickly.
2 per cent, o trade at $8595. bigpicture. Whether through highly concen- The failures we've seen have been

West Texas Intermediate, the US
marker, was down by a similar margin
but lafer cut ifs losses fo trade down
about 2 per cent at $78.50.

The prices for each benchmark reached

If we step back and look at the big
collapses of organisations over the past
five years, they are different from other
meltdowns. When the dotcom and
housing market bubbles burst. what we

trated sharehnld.mgs or share rlghts

treated by investors as one-offs —
isolated £ 1 e

outri
they callall the shots.
Second, blind loyalty was all but a
requirement — from employees, capital
iders and hback

After the collapse of multiple crypto-
currency businesses and the downfall of
Do Kwon and Terraform Labs this year,

their lowest level on an infraday basis Jan 2022 Nov witnessed was the failure of i P Sam Bank Fried was analogised
since January before Russia's invasion of ST that then resulted in a subsequ crisis  was istent and doubters were  bothJPMorgan and Warren Buffett.
Ukraine disrupted crude markets and = of in theirleaders. ridiculed for their disbelief. But the question is what happens as

sent prices soaring.

The volatility came after the Wall Street
Journal reported that Saudi Arabia and
other Opec producers were discussing a
production increase of up fo 500,000
barrels a day when the group meets in
Vienna on December 4.

Saudi Arabia, the group’s de facto
leader, later said it was “well known” that
the cartel does not discuss “any decisions
ahead of its meetings™.

Any increase in output would loosen
the market after the Opec+ group —
including the carfel and allies like Russia
— said in October they were cutfing
production targets by 2mn b/d fo support

prices — a move that enraged
Washington, which accused the carfel of
“aligning” with Russia and damaging the
global economy.

In equity markefs, Wall Street's
benchmark S&P 500 fell 0.6 per cent in
early afternoon trading while the tech-
heavy Nasdaq Composite slid 1.1 per cent.

Across the Atlantic, the pan-regional
Stoxx Europe 600 dipped 0.1 per cent and
London’s FTSE 100 gave up its gains to
trade down 0.2 per cent.

The US Dollar index, which tracks the
currency against six others, added 1 per
cent yesterday, extending last week's

rally, though the greenback remains down
about 3 per cent for

Enron’s demise took down Ken Lay
and Jeffrey Skilling while WorldCom’s
d Bernie Ebbers.

Investors were less um\misﬂncn hopes
‘that China may be about o relax ifs zero-
Covid stance after provincial capitals
Shijiazhuang and Guangzhou rolled out
‘tougher controls o limit cases.

Hong Kong's chief executive John Lee,
‘tested positive days after interacting with
President Xi Jinping at the Asia-Pacific
Economic Cooperation forum in Bangkok.

Hong Kong's Hang Seng index fell 19
per cent while the CSI 300 of Shanghai
and Shenzhen stocks was off 0.9 per cenf.
Myles McCormick and George Steer

In 2008 banking failures led to the
ousting of bank chief executives. We
witnessed a “Lehman moment” rather
thana “Fuld finale”.

Butin this cycle, what we are seeingis
the downfall of supersized dream sales-
men — a collection of Harold Hills right
out of the 1960s film The Music Man —
whose personal collapses are taking
institutions down with them. Think
Adam Neumann, Markus Braun, Trevor
Milton, Lex Greensill, Bill Hwang, Do
Kwon, and now Bankman-Fried.

l.nevery c:se an.enuontu.rned ﬁrstm

Third, these individuals were
surrounded by loyal and adoring fans.
Rock musicians never had it this good.

On the surface, this all looked

‘What we are witnessing
with the failure of FTX is
nota crypto crisis; it is a
crisis in cultish celebrity

unstoppable. The founders and chief
executives seemed to wield power in the
style of autocrats or cultleaders.

The challenge with cults, though, is

more larger-than-life heroes come
under the microscope. What if all we've
seen so far is merely the demise of the
“subprime” characters in thissaga?

And let’s be honest. It’s not as if we
lack additional names. Therein lies the
problem. Notonly is the list of salesmen
especially long this cycle but it is also
far-reaching. As we've already seen with
crypto, the risk of contagion is far higher
than popular industry adjectives like
“decentralised” suggest.

‘What we are now witnessing with the
failure of FTX is not a crypto crisis; itis a
crisisin cultish celebrity. The collapse of
confidence in emperors can take down
far-reaching empires in a flash. With so

th h promises and that they foster environments of muchtied toasmallhandful of starindi-
Markets u pd ate fa single i and then )it not fid only viduals across technology and finance
to the penlnus financial consequences  the leader has certainty and control. u)day, we could easily see the same SBF-
for their organisations. It was the Everyone else is powerless. play outelsewh
= [ < ] [®] B= - | = failings of a bold name atop the whatever certainty exists results from Ul].llkE the past, what matters most
us Eurozone Japan UK China Brazil hat closed th iresh bedi individual now isn’t balance sheet strength or the
Stocks S&P 500 Nikkel 225 FTSE100 Shanghal Comp Bovespa In an era awash with “move fast and Provided the benefits of compliance  reputation of institutions but the trust
Level 393689 1709.84 27944.79 737685 3085.04 109209.69 break things” business strategies and and luya Ity are high — and the Lhatthe crowd has in a fewiconic figures.
% change on day -072 -0.10 016 -on -039 031 social media influencers, I suppose our for non sowillthe markets.
Currency $ Index (DXY) $pere Yen per & $pere Rmb per § Real per § fascination with disruptive C-suite sto- espec]ally brutal — such an environ- lee itornot, this timeit’s personal.
Level 107.705 1024 141935 1179 7163 5352 rytellers shouldn't be all thatsurprising.  ment can be easily sustained.
% change on day 075 2158 1465 ELA 0486 0266 Today’s technology and free-flowing Problems quickly arise, though, when  Peter Atwater is an adjunct lecturer at
Govt. 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-yearbond  10-year mplml m:mess have enabled individuals ~ those factorsare reversed. William & Mary and author of the
Yield 3802 1.990 0241 3181 2824 12.866 starslik ‘before. Extreme power is either absolute or  forthcoming book “The Confidence Map’
Basis poinf change on day -0.840 -2200 -0.780 -5200 0100 1600
World Index, Commods FTSE All-World Ol - Brent oIl -WTI Gold Siiver Metals (LMEX)
Level 402.29 8m 7622 175160 2110 383820
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Electric carmaker Tesla sank affer
informing the National Highway Traffic
Safety Administration that it would be

French steel tubes group Vallourec fell
despite reporting net income of €6mn in
the third quarter against a loss of €7mn a

Gold miner Endeavour rallied on news of
a“major discovery” at its Tanda-lguela
greenfield site in Cote d'voire.

recalling more than 300,000 vehicles year earlier. Sébastien de Montessus, chief
over “rare instances” of tail lamps ‘These profits were nevertheless well executive, said the finding ranked “as one
intermittently switching off. short of the €98mn analysts had of the most significant . ... in west Africa

Elon Musk's group said it would be
deploying an over-the-air firmware
update o remedy the fault.

Walt Disney, the entertainment
conglomerate, leapt on news that Bob
Iger, who served as chief executive for 15
years, would be returning to replace his
successor Bob Chapek.

Chapek’s short fenure was
characterised by “significant
management furnover and several public
relation missteps”, said Bank of America,
which recalled “contract disputes with
talent [and a] public battle with the
governor of Florida™.

Drug company Imago BloSclences
soared after agreeing fo be bought by a
subsidiary of Merck for $3& per share —
more than double its closing price on
Friday.

The transaction, which was expected to
close in the first quarter of next year,
wvalued Imago at $1.35bn.

Companies linked to cryptocurrencies
tracked the price of bitcoin lower.

Marathon Digital, Coinbase, Riot
Blockchaln and Canaan all fell sharply.
Ray Douglas

expected. Negative cash flow of €81mn
alongside news of rising Covid-19 cases in
China — a major metals Importer —
soured senfiment further.

A legal setback weighed on Salpem,
the Italian oil and gas group, which this
year appealed against a criminal
proceeding related to its Arzew project in
Algeria.

Back in February, an Algerian court
imposed a fine and compensation for
damages against Saipem and its
subsidiaries of about €192mn — a
decision that was upheld by the Algerian
Supreme Court.

‘Saipem said it had “always contested
the charges” and reserved the right to
challenge the decision.

A ratings change by Deutsche Bank
helped fo lift Rhelnmetall with the
manufacturer of weapon and munifion
systems upgraded fo “buy” from “hold".

The broker said the German group
provided “decent protection” against
macro headwinds as ifs energy contfracts
were “largely hedged” and it had been
able fo pass on rising costs “relatively
well” in its defence division. Ray Douglas

over the last decade and shows potential
o be another flagship asset”.

RBC Europe speculated that Tanda-
Iguela could be fast-tracked similar fo
Endeavour’s Fetekro project, “which went
from initial resource fo constfruction in
less than four years™.

A share buyback alongside better than
expected resulfs for ifs full fiscal year
pushed Virgin Money up sharply.

The UK's sixth-largest bank reporfed
an underlying pre-tax profit of £789mn,
ahead of analyst expectations of £686mn,
and unveiled a £50mn share repurchase,
adding to the £75mn that started in June.

Keywords Studio, which provides
services fo video games publishers such
as voiceover recordings and festing
for streaming platforms, rose on issuing
an update described as a “positive profit
warning” by Cifl.

It was benefifing from a strengthening
US dollar during the second half of the
year, which meant adjusted pre-tax profit
“remained higher than anticipated”, Citi
said. Keywords expected this “positive
‘frading momentum” fo continue info next
year. Ray Douglas
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ARTS

Magical revivals of The

Nutcracker’ by Northern An eff‘e]: V escent

Ballet and Birmingham Royal . . . .

Ballet kickstart the festive ni ght W1 th Vlvaldl

season. By Louise Levene

gigantic Christmas tree,

toysthatcome tolifeand all

the sugar plums you can

eat. The tutu/Tchaikovsky

combo doesn’t always cast

its spell but for many that first trip to

The Nutcracker delivers a sugar-rush of

delight that dooms them to a life-long

ballet addiction. There are four produc-

tions on offer in the UK this winter. Lon-

donwill have the choice of the Royal and

English National Ballet versions next

month but Northern and Birmingham
have stolen amarch on both.

“pifficult to imagine anything more
boring and foolish than The Nutcracker,”
moaned the st PetershurgGazene after
the —butsuch
ings. The battle of rats, mice and toy sol-
diers was bulked out with Life Guards
from the Finnish Regiment, and the
“grandiosely poetical” ensembles for
flowers and snowflakes (56 of each)
were on a scale modern directors can
only dreamof.

David Nixon's 2007 The Nutcracker for
Northern Ballet is a chamber work in
comparison but his thrifty, stylish tour-
ing production works its magic none-
theless. Nixonreturned the action to the
period of ETA Hoffmann’s 1816 story,
and Charles Cusick Smith’s Regency set-
ting for the Stahlbaums’ act one Christ-
mas party is a neat fit with the gilded,
red-lacquer chinoiserie of the act two
divertissements — think Brighton Pavil-
ion en pointe. Nixon’s pretty classical
routines were a bit of a stretch for last
Saturday’s snowflakes (all eight of
them) but Kirica Takahashi was agrand
but girlish Clara, Sarah Chun made light
work of her Sugar Plum variations and
Mlindi Kulashe danced and partnered
nobly as her cavalier. John Longstaff’s
orchestration for the 33-strong North-
ern Ballet sinfonia highlights the deli-
cacyand pathos of the score. ks
northernballet.com, touring to Norwich,
Hulland Leeds to January 7

Peter ‘Wright’s 1990 Nutcracker for Elr-
Royal Ballet
tranearly twice th

and

From left: Tzu-Chao Chou in Birmingham Royal Ballet’s production; Northern Ballet dancers in their version - icocpe-

Nutcracker sugar-rush

gant and engaging in the dual role of
Nutcracker Prince and Sugar Plum cav-
alier, Beatrice Parma brought crystal-
line musicality to Lev Ivanov’s grand pas
de deux. Wright’s reading of Clara
demands a tricky mix of ballerina skills
and adolescent manners which Miki
Mizutani negotiated beautifully.
‘Wright's earlier 1984 Nutcracker,
due for revival at Covent Garden
next month, enjoys seamless transfor-
Julia Trevelyan

ble of soloists. Tzu-Chao Chou was ele-

Oman’s toy-theatre-like cloths which

John Longstaff’s
orchestration for the
Northern Ballet Sinfonia
highlights the delicacy
and pathos of the score

‘whisk us to the Kingdom of Sweets and

‘backagain.
John McFarlane’s sublime sets for
BRB, gloriously refurbished after nearly
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£400,000 of donations, work the same
magic but on a truly massive scale. The
stahlbaum drawing room has a remark-
able solidity: an estate agent could do a
floor plan, an upholsterer could quote
for the curtains.

This very reality compounds our
sense of awe when the Christmas tree
quintuples in size and the fireplace
becomes a blazing portal for ahorde of
murderousrodents.

The thrill in the auditorium on Sun-
day afternoon was palpable and a
packed house that had babbled unstop-
pably through the overture — Paul Mur-
phy and the Royal Ballet Sinfonia
deserve better — was suddenly dumb
with wonder. A4 %%
brb.org, at Birmingham Hippodrome to
December 10, plus amodified arena version
at the Royal Albert Hall, December 28-31

ARTS ONLINE

London Jazz Festival

The packed 10 days looked back to African-
‘American and Afro-Cuban roots and offered
compelling narrafives, writes Mike Hobart

ft.com/arts

Il Giustino
Staatsoper Unfer den Linden, Beriin
ek

dramatic flow.

day’s opening night.

dressed as . . . whatever.

Kateryna
Kasper’s fiery
Arianna, left,
and Robin
Johannsen as

Leocasta — msths
B

adding other instrumental music
— some of it from the painfully
familiar Four Seasons — to aid the

1l Giustino is the first Vivaldi
opera ever performed at Berlin’s

top form and deservedly won a
standing ovation at the end of Sun-

vivaldi’s operas are often
slighted for their poor drama-

jealous lovers, impetuous rulers,
mistaken identity and cross-
dressing — shepherd Giustino
turns out to be the long-lost
brother of Vitaliano, the bad guy
who turns into a good guy just in
time for the final chorus. You'd be
forgiven for spending half the
evening wondering if this is a
woman playing aman dressed asa
woman, ora woman playingaman

Dumaux’s robust, tender perform-
ance in the title role and Kateryna
Kasper'sfiery, formidable Arianna
to Raffaele Pe’s wildly camp good
guy Anastasio and Siyabonga
Maqungo’sloveablebad guy, Vital-
iano — his vocal fireworks shaped

Shirley Apthorp with wonderful musical intelli-
gence and phrased with melting

René Jacobs has takenahatchetto  beauty.

Vivaldi. From more than five Jacobs carries the singers in the

hours of rambling content, hehas  palms of his hands, breathing with

made ataut three, mostly by trim- ~ them, keeping tempi consum-

ming away excessarias butalsoby  mately singable and giving the

score organicshape.

It is a pity, then, that Barbora
Hordkova's production is such a
muddle. Eva-Maria Van Acker’s
costumes are a mishmash of
baroque bustles with modern

Staatsoper Unter den Linden, part  hoodies and sports shoes, Thilo
of asmall baroque festival bornto  Ullrich’s sets a clever glimpse into
fill the time when Daniel Baren-  the inner workings of baroque
boim was on tour with his Staat-  stagemechanics.

skapelle orchestra. Jacobs was on Horakova introduces an “audi-

ence” of children who become
involved in the action. This is yet
another device ina jumble of inco-
herent slapstick.

‘Where Vivaldi’s arias offer a

turgy. Jacobs has no compunctions

about fixing their structural weak- -

nesses, and the result is an effer- The plOt is the usual

'vescent evening where one hit fol- tangle OfimpetuOuS

lows the next, with fine singing ol Fel] I

centrestage. €18, jealous Iovers
The plot is the usual tangle of and cross-dre SSjIlg

chance to explore the most ele-
mental of human emotions,
Horakova opts for Brechtian
deconstruction and a wearying
catalogue of we-know-we-are-in-
the-theatre statements.

Her production saps the opera
of all sincerity, without lending
any overarching substance. Berlin
canand should do better.

The main thing is that there is
excellent singing, from Christophe

‘To December 6, staatsoper-berlin.de

Florence + the Machine's last dance

Florence + the Machine
102 Arena, London
Hokok

Arwa Haider

The first London date of Florence + the
Machine’s long-awaited UK tour would
transpire, very unexpectedly, to be the
last for a while. Well into Friday night’s
spirited set, vocalist/songwriter Flor-
ence Welch breezily informed the
packed 02 Arena that her bare feet were
bleeding (“which is always a good
sign”). Though she briefly stepped off-
stage to consult a medic, she returned
within minutes, determined to power
through the show. Unfortunately, as
‘Welch's Instagram account revealed the
next day, the damage turned out tobe a
broken foot, forcing her to postpone the
temainder of her tour until 2023.

It was impossible to gauge the extent
of Welch’s injury during the set. She has
always been a mesmerising performer,
but here she appeared a particularly
relentless force, more intent than ever
on communing with live crowds after
the lengthy pandemic hiatus. Her
arrival was glacial and graceful; the set’s
frosted chandeliers parted and
ascended around her as she floated
centre-stagein a dusky pink gown, part
alt-rock diva, part Pre-Raphaelite hero-
ine. There was an exhilarating energy to
her lofty vocals and movement, right
from the opening numbers “Heaven Is
Here” and “King”, both taken from her
fifth and latest album, Dance Fever,

Welch’s audience rapport and the
intensity of her delivery seemed to
surge as the setlist delved into her cata-
logue, including the 2015 anthem “Ship
To Wreck” and 2008 breakthrough
“Dog Days Are Over”. She was clearly
delighted to be back in her home city,
embraced by her devoted fanbase,

hough she also mused howa
might react to this spectacle (“Isita
cult? Isita paganritual gathering?1t’s so
much better if you really give into it,”
she assured us).

‘Welch instructed everybody to pack
their phones away for the concert, but
few could resist snapping souvenir pics
‘when she left the elevated stage and ser-
enaded the adoring fans along the front
row. Such eye-to-eye intimacy, and the
trustand tenderness it exuded, felt even
more startling in avast venue.

Later, she dashed barefoot around
a full circuit of the arena floor, before

reappearing to shimmy, whirl and
pogo onstage. The standout tracks
bared Welch’s soul with formidable
courage and defiant beauty, including
latest album confessional “Free” and
2018’s “Hunger” (“At 17, I started to
starve myself/1 thought that love was a
kind of emptiness™).

When she noticed her blood on the
stage, she wryly highlighted Dance
Fever’s impulsive tune “Choreomania”
(named after a Middle Ages phenome-
non, where people seemingly danced
themselves to death).

When she played an encore, she
seemed elated to revive a classic, “Never
Let Me Go” (from her 2011 album Cere-
monials). Hopefully Welch’s recovery
and live return will be relatively swift,
because she was in her element here:
expressive and emotionally in the raw.

florenceandthemachine.net
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whichlent this tour itstitle.

Florence + the Machine’s suited musi-
cians smartly struck a balance between
fragile, folk-laced melodies, clubby
beats and explosive riffs, but the band
also lingered in the shadows throughout
what was fundamentally a one-

Tuesday 22 November 2022

‘woman show.

FINANCIAL TIMES

FT BIG READ. MEDIA

Chris Licht, the network’s recently appointed chief executive, is looking at a fresh editorial approach and
job cuts after a slump in revenues. But is there an audience in a divided country for more neutral news?
By Alex Barker, Christopher Grimes and Anna Nicolaou

CNN’s search

for anew

centre
gmund

arely six months into his new
job, CNN chief executive
Chris Licht strode into a sun-
lit conference room to make
his pitch to rescue America’s
first 24-hour news channel from a seri-
ous mid-life funk. It was mid-October
and around the table was perhaps
Licht’s single most important audience:
the board of parent company Warner
Bros Discovery, gathered in aluxury Los
Angeles hotel a strategy “retreat”.

Warner’s restless chief executive
David Zaslav was in the room, along
with his mentor John Malone, the liber-
tarian cable billionaire and one-time
Trump donor, and Warner’s biggest
shareholder Steve Newhouse, the scion
of the media dynasty behind Condé
Nast. Between them these three men
had a century of experience in the cable
business — and no shortage of views on
what was best for CNN.

Licht, arespected television producer
who most recently ran Stephen Col-
bert’s Late Show, came armed with
sprightly patter and a deck of slides. But
nothing could hide the ominous turn in
CNN’sfortunes.

BY every conceivable financial meas-
ure, the network that brought America
cable news was floundering. Revenue,
advertising sales and profit were down,
while costs were up. Ratings, mean-
while, were dreadful; earlier this month,
CNN fell behind MSNBC on an US elec-
tion night for the first time in its history,
attracting 2.6mn viewers versus Fox
News’s 74mn and MSNBC’s 3.2mn. “I
hate tosay it but whenIlook ahead, Isee
problems without end,” says one CNN
executive. Deep cuts, including poten-
tiallyhundreds of jobs, are imminent.

Licht’s plan, spelt out to the board,
was to take CNN back to its roots; closer
to the founding spirit of Ted Turner,
who sought to “make news the star”
rather than the opinion coursing
through the channel in recent years. In
Zaslav’s words, the new CINN would be
“fighting for journalism first”, and
“more than just politics”. Licht’s own
twist was trying to make CNN feel more
like a newspaper; packaging breaking
newswith other lifestyle and sports con-
tent in the hope it might keep viewers
glued, even onslow days.

Some opinion would remain, but with
a markedly different tone. “One of the
biggest misconceptions about my vision
isthat1 want to be vanilla, that Iwant to
be centrist. That is bullshit,” Licht told
the Financial Times. “You have to be
compelling. You have to have edge. In
many cases you take a side. Sometimes
‘you just point out uncomfortable ques-
tions. But either way you don’t see it

through alensofleft or right”

Fox viewers on
election night In the
Us this month

MSNBC viewers on
election night In the
US this month

CNN viewers on
election night In the
s this month

for it to get more “actual journalists”.

Perhaps more importantly, the new
approach seeks to challenge an uncom-
fortable truth for all news networks
in America. The Trump era— brimming
with anger, division and discord — had
made for spectacularly good ratings
and record profits. Polarisation was
good for business. Licht’s CNN was going
to attempt the seemingly impossible:
repairing the network’s finances while
swimming against this tide.

“Inever remember asingle advertiser
complaining that the talent was too
opinionated,” the CNN executive says.
“Look, there is no audience in the mid-
dle. It doesn't exist. It’s a mirage”

For all the gloom, CNN is a worldwide
news brand that s still generating signif-
icantamounts of cash; Licht’s team esti-
mated operating profits this year will be
$700mn-$750mn, according to three
people familiar with the accounts. But
thatis almost half a billion dollars down
on CNN’s peak profitability under
Licht’s predecessor Jeff Zucler, a tele-
vision impresario who drove a more
opinion-heavy CNN through the Trump

news boom. If the slide continues, it is a
problem that Warner Bros Discovery,
carrying $47.5bn in net debt, cannot
afford. Only six months after the $43bn
merger of Warner with Discovery
closed, Zaslav is under investor pressure
to cut billions of dollars in expenses
through a restructuring he recently
described as “messy”. The company’s
stock has been cut in half this year as
‘Wall Street lost its patience with the
extravagant “streaming wars” of Holly-
wood. One way or another, in the years
to come, CNN will need to earn its living
within Warner. Can Licht turn it round?

Tricky hand to play

All the main cable news channels have
lost viewers since Trump’s exit from the
‘White House, but CNN’s ratings are the
worstin the pack. Atthe end of October,
CNN'’s US audience sank to the lowest
level since 2015, drawing only 431,000
viewers aday. On election nightits audi-
ence fell 49 per cent from the last mid-

term vote in 2018, sending chills across
the newsroom. “We usually own the
night,” commented one CNNjournalist.
Perhaps most worrying, CNN’s share
of cable subscriber fees, the boon that
made its business model one of the
greatest in the history of news, is
expected to fall by as much as 6 per cent
in 2022, according to two people fam-
iliar with accounts. That is the second
successive year of decline; executives
see no end in sight. After three decades
of distribution money propelling the
business, CNN’s leadership needs new
i stand still

he had become a singular presence at
the modern CNN.

“Jeff was much adored in many ways,”
says one 25-year veteran of the CNN
newsroom. “He drove the whole organ-
isation in a very personal way and that
all dropped off a cliff after he left
... [Zucker’s exit] threw us for a loop.
‘And we haven’treally recovered.”

The first CNN executive adds: “Licht
has no superpower, not like Zucker”.
“The only person saving him is Zaslav
and that's because they care about the
politics more than the business.”

T T
One veteran at CNN called it the
“bleakest time” at the network since he
joined in the mid-1990s. The same point
was put to Licht last week during a town
hall hosted by CNN anchor Alisyn Cam-
erota, where blunt questions submitted
by staff cast doubt on the chief execu-
tive’s strategy, credibility, and even
whether his staff message warning of
upcomingjob cuts was “humane”.

“This has been a hell of a year,” said a
contrite Licht, according to arecording
obtained by the FT. “I said in my first
town hall how this organisation has
been taking gut punches. The last thing
I'want to be is another gut punch. And I
know what we are doing right now is
another gut punch.”

Over CNN's 42 years in the cable busi-
ness, Licht’s predecessors have seen
plenty of ups and downs: ratings panics,
editorial dal d strategy troubles.

The d ide to the ratings bump
under Zucker — and the Trump pres-
idency that drove it — was the impact
onCNN’sbrand. What was once billed as
the most trusted name in news had
become the most polarised news brand.
No other television news outlet has as
big a gap between left-leaning respond-
ents who trust CNN’s output, and those
on the right who think it is biased,
according to surveys since 2018 from
the Reuters Institute for the Study of
Journalism at Oxford university.

Rick Davis, a celebrated former CNN
executive who retired last year after
America’s longest career in cable news,
argues the network’s uncomfortable
position with right-leaning viewers pre-
dates Trump'’s attacks. He recalled con-
servative talk-radio pioneer Rush Lim-
baugh lambasting the “Clinton News
Network”. “You can put CNN aside. The

hol h; d,” says Davis,

Settlingon CNN’s identity has also been
a near-constant struggle since it was
outflanked by Fox News on the right
and MSNBCon the left.

But the programming challenges were
always against the backdrop of com-
mercial growth. Even if ad sales fell,
steady cable distribution revenue kept
rolling in. CNN's profit has fallen precip-
itously this year, but it remains in the
42-year-old company’s top six results.

Licht's unique challenge stems from
being CNN’s first leader to face a ratings
crunch, an ad recession, low morale,
tough cost-cutting targets, an editorial
reset and structural decline in CNN’s
business model —all at the same time.

“He’s been dealt the toughest hand,”
says a third fellow executive. “It looks
like he hasn’t done a good job. It’s not
the case. His predecessor enjoyed much
more benign conditions.” Within a few
weeks of becoming president, Licht was
charged with cancelling CNN Plus, a
$300mn streaming project that itself
was justa few weeks old.

‘Adding to the challenge is an organi-
sation still grieving the departure of
Zucker, who was ousted earlier this year
after failing to declare an affair with a
senior colleague. Intense, hyper-driven,
and with an eye for sizzle and spectacle,

who produced CNIN’s second hour on air
in1980. “Nobody in America thinks the
political landscape is the same as 10 or
20 years ago in terms of how you cover
news .. . It made sense to include more
analysis and informed opinion that
made for distinctive pro; ing”

Licht has begun to recalibrate the
tone. Qutspoken talent such as media
anchor Brian Stelter and John Harwood,
‘White House correspondent, have left
CNN. Once ever-present “breaking
news” banners are now more infre-
quent. Licht also launched CNN This
Morning, backing a trio of presenters
from Louisiana, Alabama and Minne-
sota. CNN wants to be seen to be climb-
ing down from a metropolitan pedestal.

It is far from a revolution, but CNN
insiders say polling suggests audiences
have already noted the change in tone.
Licht simply sees it as a return to basics
after the mission-creep of the Trump
‘years: “If everything s a crisis, if every-
thing is 11, if everything is breaking
news, then no one listens when there
actually is a crisis. When you say, ‘No, no
—really — the house ison fire now””

The unanswered question is whether
the editorial shift makes commercial
sense. Jon Klein, who ran CNN’s US
operation in the pre-Zucker era,
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betting on his strategy reinforcing that
gap.

gut serious questions remain, even
among Licht’s top team. Regular cable
news viewers are at the most partisan,
news-obsessed edges of an extremely
polarised country. With Fox and
MSNBC catering to those audiences,
CNN had in the past relied on bigevents.
But the sheer range of digital news out-
lets and entertainment options has even
undermined that advantage.

Licht brushes off the scepticism.
“There are tens of millions of people
who have decided the old cable news
is not part of their life any more, that it
is not worth their free time,” he says. “I
have to imagine we can get to a place
where, I don’t know, you got 250,000 of
them between the ages of 24-54 that will
engage with you. That would look like
one hell of a success.”

His other big bet will be on CNN's dig-
ital assets, which includes one of the
world’s biggest English language news
websites, hosting more than 500mn
visits a month according to Similarweb.
The operation has been neglected
within CNN for the past two years; Licht
has invested in the tech to improve a
clunky user experience.

It speaks to CNN's need to ultimately
find new sources of growth in a world
where cable television fees, which still
account for the majority of its revenues,
arein long-term decline. For now, con-
tracts with cable distributors effectively
stop CNN from being able to stream its
news channel on online platforms (the
US version of CNN Plus had no live
news). But Warner executives are
hopeful that can be overcome. A new
platform will be released next year to
replace HBO Max; CNN is expected tobe
a prominent brand in the Warner
streaming package.

Licht’s more immediate concern is
cuts within CNN, which is already reel-
ingfrom the abrupt cancellation of CNN
Plus. While Licht asked his executive
team to look at ways to “right-size” the
network, in recent weeks this hypothet-
ical exercise became a full-blown cost
cutting drive. About $100mn of savings
must be found this year, which equates
tojustunder a tenth of CNN’s budget. It
is expected tolead to notjust hundreds
of job cuts but closures of programming
and even potentially whole stations in
the CNN empire. Licht told staff the cuts
would be unveiled in early December.

Warner’s need to repair its balance
sheet and pay down some of its debt has
fed perennial speculation that CNN may
be put on the block in months to come.
One former Warner executive said he
had been approached by potential buy-
ersastheysizedup whethertobid.

Some of Warner’s top ranks see CNIN

&uq=20221117085301
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Iger returns for a management sequel at Disney

Entertainment company’s

has failed, but it happens only rarely. AG
Lafley returned to the top job at Procter

pany forward through the pandemic.
Chapek was unlucky to start just as

tional films and cable television to
streaming entertainment. He judged

& Gamble in 2013, while Howard the pandemicwasemerging, buthe also that it needed to confront disruption by
restore.d leader faces Schultz has come back twice to lead  made needless missteps. He alienated Netflixhead-onor be undermined.
_ﬁnana al challen ges starbucks, which he founded. Themost ~ Disney employees over legislation in Inmany ways, this has worked out for

In Hollywood, a superhero often
returns: when an action film does well at
the box office, the lead character gets at.
least one sequel. Walt Disney this week
extended this approach to the com-
pany’s governance, ejecting Bob Chapek
as its chief executive after he lost the
confidence of investors, and bringing
backhis predecessor Bob Iger.

Disney shares initially rose 9 per cent
on the hope that Iger, who oversaw its
acquisitions of Marvel and Pixar and
launched the Disney Plus streaming
service during his 15-year tenure as
CEO, will display a defter touch than
Chapek. He must soothe discontent
within Disney, address growing losses in

spectacular return was that of Steve Jobs
to Apple in 1997, when it was on the
verge of bankruptcy.

Susan Arnold, Disney’s chair, called
Iger “uniquely situated” to lead the
company. That is a tribute to his ability
to make temperamental film stars and
directors feel valued while restructur-
ing Disney for a new technological age,
butitalsoexp: =
sion planning. A board should always
have more than one suitable candidate
to succeed its current leader.

Iger, who delayed his departure four
times, compounded the problem by
stepping up to the chair at Disney when
Chapek took over as chief executive in
2020. The flaws in this arrangement

flaws in it:

Many leaders secretly dream of being
asked to return because their successor

quickly b pp he cast along
shadow over Chapek, and clashed with
him over the best way to take the com-

Florida to regulate what schools can
teach about LGBT+ issues, clashed with
Scarlett Johansson over the streaming
release of her film Black Widow and
abruptly dismissed Peter Rice, a senior
television executive.

Iger, widely respected in Hollywood,
is well-placed to ease these difficulties.
“alittle respect goes a long way and the
absence of it can be very costly,” he
wrote in his autobiography The Ride of a
Lifetime. The returning boss has an easy
charm that works well in the entertain-
ment business, and will be a welcome
contrastafter Chapek’s brusqueness.

But Iger is responsible for the shape of
Disney and his reappearance does not
negate the challenges it faces. It was
under him that it bulked up through
acquisitions to attain the strength
needed for a decisive shift from tradi-

Disney: it now has more subscribers to
Disney Plus and its other streaming
businesses than Netflix. But the costs
are enormous, and its losses are mount-
ing. In common with rivals such as
‘Warner Bros Discovery, which runs
HBO Max and Discovery Plus, it may
face a “streaming recession” as consum-
erscutsubscriptions.

Although his restoration is acclaimed,
Iger will need to show quick wins in the
content and streaming wars, or pivot
fast. The company faces activist investor
pressure both from Daniel Loeb’s Third
Point Capital and Nelson Peltz’s Trian
Partners, and it needs to demonstrate
quickly that it has answers. Re-estab-
lishing stability in management is only
the first step. Iger has earned himself a
sequel at Disney with his first perform-
ance, but now he hasto doitall again.

Politics

End-stage governments
cangetalotdone

Stephen
Bush

kira Kurosawa’s 1952 film

Ikiru tells the story of

Kanji Watanabe, a Tokyo

bureaucrat who, upon

discovering that he has

just months to live, devotes his final

days to building a children’s play-

ground. The movie is the subject of

two modern remakes. The first stars
Bill Nighy, the second Rishi Sunak.

Like Watanabe, Sunak has a termi-

nal diagnosis: happily for him his

expected demisei not physi-

can still make change by appointing
the right junior ministers. It is at
minister-of-state level that so many
projects are driven forward and com-
pleted.

The bad news for Sunak is that
unlike Watanabe, who kept his
illness secret from his colleagues,
the prime minister’s internal oppo-
nents knowthat he is fatally wounded.
That is a particular problem because
the British premiership is a relatively
weak position, institutionally.

Prime ministers have no budget,
and the ability to dismiss ministers is
their only real power. And as Major
once complained, sacking ministers
only swells the ranks of the “dispos-
sessed and the never-p d” on
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Climate change is the biggest market failure ever experienced

‘Alan Beattie (Trade Secrets, November
18) is right to decry the crusaders on
‘both sides of the environment versus
free trade debate. The world no longer
has the luxury of looking at this issue
‘through binary lenses. The horrors of a
possible environmental apocalypse
should goad us into reshaping the rules
of global exchange on the basis of a
shared understanding of our
interdependence and how all 8bn of us
‘benefit from it. There cannot be partial

resilience, or of levelling the playing
field, can potentially lead to
unsustainable outcomes that negate
the benefits we have all derived from
our interdependence. At the same
time, they can pose serious threats to
the rules of the multilateral trading
system.

Similarly, free trade purists need to
recognise that the rules of engagement
devised in a different era may require
serious tweaking to enable trade to

‘ways to allow the global economy and
the trading system to tackle this
challenge in an orderly manner. It is
the nature and extent of government
interventions that needs to be
discussed, not their necessity.

Subsidies are required for greening.
the economy, and this will mean
revisiting the subsidy disciplines of the
‘World Trade Organization.

But, there are other things we need
as well, like an international

than an efficient critical mass”.

These transformations require a co-
operative framework that builds on
existing frameworks like global value
chains, while at the same time
exploring other policy options to
prevent future supply shocks.

similarly, the non-discrimination
principle of global trade rules needs to
be nurtured rather than weakened.
The expanded role of geopolitics in
global trade is a sad reality. But it will

or regional solutions to the many make a positive contribution to a framework for sharing green be even sadder if this becomes the

challenges of climate change. sustainable future. Climate change is technologies and finance. Nation first dominant principle in policymaking
An exclusive focus on defensive clearly the largest market failure the approaches risk creating, as Beattie for trade.

measures, based on the often world has experienced and requires puts it “a vast and inefficient Ujal Singh Bhatia

overworked logic of supply chain governments to intervene in several archipelago of discrete markets rather Delhi, India

Britain requires a green BANX UN population projections | The money supply

taxonomy to hit net zero on a different trajectory horse has already bolted

While warning about the “claptrap” of Your article on reaching an 8bn global John Plender’s concern that

net zero targets, Stuart Kirk’s population is disappointing (“World . .. central banks cannot recapitalise

representation of the immense task of population passes 8bn and grows th Ives in the event of insol

decarbonising our economy will likely older”, Report, November 16). through seignorage without generating

discourage readers who would like to The main problem is that it considers | unacceptably high inflation” is

see a liveable future on Earth (“The only the median variant of the 2022 misplaced (“Test of central bank

‘banking approach to net zero is just 'UN population projections (ie two credibility looms on risk of bond

claptrap”, Opinion, November 12).
Insufficient data, as noted, does
present a challenge to companies and
investors when translating net zero
targets and commitments into action.
One of the data gaps which has vexed
investors in particular has been the
ilability of climate-related financial

the backbenches. A former Downing
Street aids d the powers

cal. The Conservatives trail badly in
the opinion pollsand it is highly likely
that the party will be defeated at the
nextelection.

The good news is, like Watanabe,
Sunak and his ministers are in a posi-
tion to make real and lasting change
over the next two years. In private,
Sunak tells his allies to draw comfort
from Jjohn Major’s surprise victory in

1992. But ministers should draw as
much inspiration from Major during
1992 to 1997, even though that period
ended in record-breaking defeat. It
was then that Major enacted a series

~f cirmifirant and Incting rhanmas tn

of a prime minister to that of a parent:
in reality you have few sanctions and
once you have grounded someone or
revoked their pocket money one
week;, you can'’t easily do it again until
the following week rolls around.

Asaresult, any obsessive focus that
Sunak has ismost likely to succeed if it
commands broad support in his own
party or, better still, if there is consen-
sus on the other side of politics too.
This is one reason why Jeremy Hunt’s
decision to ask Patricia Hewitt, a Blair-
era health secretary, and Michael
Barber, a Blair-era education adviser,
to lead two policy reviews is clever.
It increases the chance of the policies
that emerge from those processes
finding champions in the Labour
party and not just among Conserva-
tives.

Then there are measures that don’t
require the prime minister to legislate
or manage his internal opponents.

Mninre Naumine Ctraat Nanlaratinn

disclosures. The lack of hard financial
data is one of the drivers of
greenwashing accusations, leaving
investors — as it does — to rely on more
subjective proxies.

But the author stops short of
providing a solution to this challenge,
one that will deliver on the important
commitments we are seeing from
‘businesses that stand ready to act by
setting out their transition plans. 1
suggest an alternative that will help
provide decision makers with the
transparency they need to make
informed investments.

Filling the data gaps for financial
institutions in the UK will require a
highly usable, science-based UK “green
taxonomy” which will play a critical
role in helping to accelerate the
‘transition to net zero, by clarifying to
‘the market where capital needs to be
deployed.

1t will provide a mechanism for
financial institutions to factor climate
science and price sustainability into

+haiw finanrinl Aarician maline

existing financial regulatory
framework, rather than on terms that
the crypto industry itself is proposing.

‘While this is the approach that Us
regulators have been pursuing, in the
absence of new legislative initiatives for
regulating crypto finance, she fails to
Tecognise that the collapse of FTX
reflected a failure of US and foreign
regulators to supervise the firm in the
entirety of its opaque and globally
distributed operations and to insist on
greater transparency through accurate
financial reporting.

Even though FTX was a private
company and not a publicly traded
financial enterprise, it is clear now, on
the basis of its bankruptcy filing, that
the corporate governance of its
operations was exceptionally weak in
terms of internal financial controls,

varned_lrasminm and tha avarsinht af an

children per woman). Actually, the
future demographic trajectory of the
‘world population could well be
between the median variant and the
high variant (half-a-child more than
the median variant). This trajectory
‘would warrant a higher peak
population (which would be attained
later) than the peak of 10.4bn people
projected in the 2080s by the UN
median variant.

John F May

Research Professor, Schar Schoel of Policy
and Government, George Mason
University, Arlington, VA, US

From Blackbushe Airfield
to the London Palladium

Reading Ludovic Hunter-Tilney’s
review (Life & Arts, October 22) of Bob
Dylan’s London Palladium concert and
the reference to the title of his opening
number reminded how “things have
changed” at Dylan concerts over the

‘years.

At Blackbushe Airfield in 1978 T saw
myriad Bic fireflies accompany
“Blowing in the Wind” (other
disposable lighters were available).

Twenty eight years later in Toronto
(2006), the younger generation lit up
their mobile phones in solidarity.

A further sixteen years on in Glasgow

19099\ e manhila nhanas wars

losses”, Markets Insight, November 17).

The permanent increase in money
supply that generates his concerns
about inflation has already taken place
at the point at which the central bank
sells a bond at a loss that generates his
concern about solvency.

If a central bank buys a government
bond at a price of 130 during a period
of low bond yields and then sells it
back to the market at a price of 100
once bond yields have risen it has
permanently increased the money
supply by a net 30. Any subsequent
recapitalisation of the central bank to
make good that loss and avoid
i isamere.
that has no effect on the money supply.
That horse has already bolted.

Martin Allen
London N1, UK

nicety

Here’s how to curb bosses’
pay, prime minister
Regarding your news story “Sunak
urges bosses to curb their pay and look
after staff (Report, November 16), if
the prime minister is serious about this
Thave a couple of suggestions for him.
First, the stick: when a company’s
senior executives earn more than 20
times that of the lowest paid in the
company, impose a tax on the

e
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the UK. Some are superficially trivial
but far-reaching, like the creation of
the National Lottery. Others are obvi-
ously large and significant, like his
contribution to the Northern Ireland
peace process and the 1997 ban on

‘Watanabe’s final success in gettinga
playground built is, as it happens, a
much more realistic insight into how
politics and delivery works than any-
thing you will see in political dramas
like Baron Noir or The West Wing, how-
ever enjoyable they might be. Effec-
tive politicians have projects they
pursue single-mindedly: government
rewards monomania and punishes
politicians who try to do too much
atonce.

The Equality Act of 2010, another
major piece of legislation produced by
a government in its dying days, only
made it to the statute book thanks
to the personal commitment of the
minister incharge, Harriet Harman. It
underpins all UK equalities law and
has had a far-reaching and continuing
influence on public policy. It is a
reminder that one of the ways Sunak

Tuesday 22 November 2022

AvsayuL 3 LU BLLCL L AL,
which disavowed any “selfish strategic
or economic interest” in Northern
Ireland, cost no money and didn’t
require a parliamentary vote. But
it helped to create the space for the
Good Friday Agreement. Northern
Ireland is an area where Sunak could
show similar leadership. He doesn’t
have to assemble a parliamentary
majority against constant confront-
ation between the UK and the EU over
the Northern Ireland protocol; he just
needs to stop fomentingit.

Finally, Sunak should remember
that small things can have a huge
impact. Major’s creation of the
National Lottery has had a massive
effect on the cultural and sporting life
of the UK.

As Watanabe demonstrated, a
terminal diagnosis need not mean
the end of your achievements. It can
be a spur to do something greater.
Sunak and Hunt will hope their
remake manages to be similarly
inspiring, even if the ending remains
justasbleak.

stephen.bush@ft.com
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thereby creating a pathway for
delivery. For these game-changing
outcomes to be delivered, work on
getting taxonomy design right is
crucial.

A taxonomy is not the sole solution
‘to this problem. It is part of a suite of
‘tools that includes transition plans and
sustainable investment labels, which
‘will work together to help companies
and financial institutions make good
on their net zero commitments.

There is an army of market and
financial experts working on these
solutions. Readers: do not be
discouraged.

Ingrid Holmes
Executive Director, Green Finance
Institute and Chair, Green Technical
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independent board of directors.

There were also deficiencies in the
scope and scrutiny of outside auditors.
No publicly traded financial enterprise
would be allowed to operate on the
same terms as FTX.

The failure of FTX should not be
taken as an indictment of digital
finance in general, which seems
implicit in Allen’s opinion piece. Other

s, s UL PRt T
impounded on entry.

Mobile torches have gone out. 1 am
not sure this enhanced the sensory
experience, as suggested.

However with music of this degree of
brilliance — 1 do not think we have to
‘worry about the lights going out . ..
David G Connell
Inverurie, Aberdeenshire, UK

centralised digital exchanges such as ‘What a name makeover
f,“hﬂ“]:“ﬁ e h‘::] z‘]’;md successfully, | cavs about weekend haunt
tnmsamonsuf manypnvate 1 note from your article about the Fox
at Oddington (“Greener getaways from
effectlvely Lhmuﬂl London: The Pux atOoddington,
‘permissi pubhc kchai ", FT Globetrotter,

systems, when operating subject to
strict financial disclosure requirements

Advisory Group within a sound regulatory framework.
Lendon EC1, UK However, more can be done to

. . promote greater consistency in global
No publicly traded entity Tegulatory environments in order to

c event cases similar to FTX from
could operate as FTX did g‘mlupm
Hilary Allen (Opinion, November 18) Anthony Elson
makes the case that the recent FTX ‘Member of Bretton Woods Committee and
failure points to the need for strict its Future of Finance Working Group
regulation of crypto finance withinthe | Chevy Chase, MD, US
* FINANCIAL TIMES

FT.com, Navemb er 21) that this much
loved haunt for weekends away while
in our twenties has had a
comprehensive makeover. In name as
well as substance.

It was always “The Fox at Lower
Oddingten” in our heyday.

Perhaps that adjective didn't
resonate with the new owners’
aspirations.

Graham Meek
London SE5, UK

Cmmpaisy Cua w i s oy
which the earnings of each of those
individuals exceeds, say, £500,000.
Now, the carrot: when a company
Ppays a bonus out of profits which is
distributed equitably among the staff,
the bonus will be tax free for the
recipient to the extent that it does not
exceed 10 per cent of salary or £5000,
whichever is less.
Giles Dixon
London TW9, UK

Tame by the standards of
Manrique’s lava field cave

The cover story in HT'SI on “21st
century cave woman”, about the
Mediterranean holiday home of
Francesca Amfitheatrof, Louis
‘Vuittons creative director (November
2) isinteresting.

But when one is familiar with the
cave house designed and built in a huge
field of black lava in Lanzarote by the
late César Manrique decades earlier,
Francesca’s attempt sadly looks very
tame.

Deip Guha
Keswick, cumbria, UK

Opinion

How you treat the non-elite’is key to beating populism

Joan
Williams

air Bolsonaro’s loss in Brazil's

recent presidential election

and the defeat of many Trump-

inspired Republicans in the US

midterms made fora good cou-
ple of weeks for opponents of rightwing
populism. But both victories were razor
thin, and populists continue to be pro-
foundly influential in Europe and the
Americas.

What makes economic populism
tick? The standard explanation, made
by political scientist Pippa Norris, is that
the movement represents a backlash
against progress by peuple with

“authoritarian p

and shifted attention away from kitch-
en-table issues to culturll concerns
around sex, I d

gapis expressed in divides between glo-
balisation and pltrlnusm These, of
course, drove B!

Norris calls this “post-materialism”.
But she depicts the post-materialist
move as a generational shift, failing to
recognise that not all of my generation
made it — only university-educated
elitesdid.

As the centre of gravity of the US
Democratic party shifted from eco-
nomic issues to post-materialist ones, a
key group of voters was left with no
political voice: non-elites, who tend to
hold conservative views on social issues
butare progressive on economics.

Political scientists call this the “repre-
sentation gap”. And far-right economic
populists fillit.

When he ran for president in 2016,
Donald Trump promised to bring back
guud jobs (he didn’t) and to deliver on
falist issues like abortion

Until the 19705, centre-| leﬂ partles
T an alliance on

ngns (he did). Thefar right weaponises
the repr ion gap by offering to

lssues between blue-collar workers and
liberal intellectuals. The key goals were
good jobs and a stable retirement. Then
my generation came of age in the 1970s

stand up for the cultural values of non-
elites, turning everything from abortion
to climate change to immigration into
fodder for culture wars. In Europe, the

Post-materialist culture wars reflect
class differences not between elites and
the poor, but between elites and the
middle. The non-elite voters who
flocked to Trump are neither poor nor
rich — they are part of a fragile and fail-
ing middle-class.

Middle-status people, social scientists
have shown, are more conservative and
cautious than the poor (who can afford
to take risks because they have so
little tolose) and elites (whose privilege
allows them to bounce back from
failures). They show more respect for
authority for a simple reason: being
“disruptive” may be highly valued
among Silicon valley elites but, in

blue- or pink-collar jobs, it merely gets
youfired.

The globalism-patriotism split also
reflects class differences. Ethnographic
studies find that non-elites are more
patriotic than elites are. And again this
is for a simple reason: being American,
or English, or Norwegian, say, is one of
the only high-status categories these
folks can claim, and everyone (elites
included) stresses the high-status cate-
goriestowhich theybelong.

‘Whatis the best way to bridge the rep-
resentation gap? There are lessons here
to be drawn from this month’s midterm
electionsinthe Us.

One reason the Democrats won con-
trol of the Senate was because John Fet-
terman defeated a Trump-backed
Republican in Pennsylvania. Fetterman
not only secured the Democrats’ stand-
ard post-materialist constituencies of
college-educated voters and people of
colour; he also peeled off enough work-
ing-class whites in rural and rust-belt
areas towin.

Fetterman filled the representation
gap by combining traditionally left eco-
nomic policies and a demand for good

jobs in left-behind areas, with cultural
symbolism that signalled respect for
‘working-class values.

He did this by adopting blue-collar
modes of dress, speech and masculinity.
Healso flipped the script on elitism that
has been akey engine of support for far-
right populists, who have tapped into
blue-collar anger against the kind of
condescension that the elite unfort-
unately perpetuates.

Fetterman derided his opponent
Mehmet Oz as out of touch. When 0z
tried to connect with voters’ worries
about rising inflation by acting shocked
at the cost of “crudités,” Fetterman
tweeted: “In [Pennsylvania], we call
that aveggie tray”

An alternative to this approach is to
dowhat the centre-left in Denmark did
and adopt a rightwing immigration pol-
icy. Tknow which I prefer.

But either is better than insulting the
intelligence and values of non-elites.
That just drives them further into the
arms of the farright.

The writer is founder of Bridging the
Diploma Dividein American Politics

The mental
health recession
1s deepening

Sarah
O’'Connor

Lo

mployee assistance pro-
grammes are usually pretty
dull affairs. Fora few decades
now, employers have paid

health services at Optima Health,

another EAP, ran an online semmar
aboutb for th

one client. He expected about 40
attendees, but 1,200 logged on. “People
were actually sharing quite a ot of expe-
riences about what they’ve gone
through,” he says.

Antidepressant usage is also on the
rise. In 2021/22, 8.3mn patients
received at least one prescription item
for anhdepressanl drugs in England,

EAP providers to run phone
lines their employees can call if they
need support with personal problems.
The idea is to provide some short-term
support — a handful of counselling ses-
sions, say — to help staff deal with mild
problems beforethey get worse.

But this year, EAPs have found them-
selves facing a swelling wave of complex
mental health problems brought to
them by people with nowhere else to
turn.

“We were never designed to be a crisis
line,” says Bertrand Stern-Gillet, who
runs Health Assured, the biggest EAP
provider in the UK with more than
80,000 clients. But he says “high risk”
calls have now become a daily occur-
rence, ranging from child or adult safe-
guarding concerns to someone who
“might have taken a significant amount
of pills, or they might be standing on a
bridge”. The company is hiring more
staff and managers to try to deal with
the risine complexitv and emotional

to NHS data — 22 per cent
more than in 2015/16.

What’s going on? On the positive side,
people have become more comfortable
discussing their mental health and ask-
ing for help. That’s an improvement on
the past when “we had this undercur-
rent of need that wasn’t even being
talked about,” says Vicki Nash, head of
policy at mental health charity Mind.

‘with the rise in demand. In the UK, wait-
ing for treatment has become so com-
mon that Greater Manchester has cre-
ated a service called “Waiting Well” to
support people while they wait. But the
longer people have to wait, the worse
they tend to get. Nash says people can be
turned away because they are not
unwell enough to qualify for treatment,
“so they have to wait until they become

Butit's clear that'snot
The loneliness, worry, grief and ﬁm.n
cial problems caused by Covid-19 and
associated lockdowns appear to have
damaged the mental health of people all
over the world.

In the first year of the pandemic, the
global anxiety and d pres-

ion d by 25 per cent,.

to the World Health Organmuon Inthe
UK, young people are a particular con-
cern: one in nine children aged 6 to 16
had a probable mental disorder in 2017;
by 2021 that was one in six, according to
NHSdata.

Atthesame time. mental health serv-

sick”.

One study into the experience of peo-
ple on waiting lists interviewed a
‘woman who said: “T didn’t shower, T
didn’t get out of my bed because I
‘thought in my head, I thought maybe if I
stay in bed long enough someone will
come and section me and then I'll get
help.”
stern-Gillett of Health Assured says

some GPs are telling patients to contact
their EAP provider if they have accessto
one because they're “more likely to get
some kind of support quicker than NHS
pathways”.

On top of that, the UK has now been
hit by a severe bout of inflation and a
likely recession. The people who are
most vulnerable to a steep drop inliving
standards are those onlow and insecure
incomes. They are also more likely to
have pnnr mema] health prublems

that oft

=

2
5

They will need as much help as the
money-constrained state can spare.
some interventions don’t have to be
very costly, such as integrating talking
therapies with debt advice. Other poli-
cies that would help are already on the
table but need to beimplemented, such
as government plans to make life in the
Tental sector less insecure.

Leaving people to cope on their own
will store up more problems, both for
them and the economy as a whole.

the

A recent report by the ]nseph Rown-
tree Foundation highlighted the striking
link between antidepressant use and
deprivation: in 2021/22, more than
twice as many patients were prescribed
antidepressant drugs from practices in
themost deprived areas in England than
intheleast deprived areas.

The problem with leaning more on
employers to provide mental health
support during this time is that not eve-
Tyone has access to such programmes.
People on low pav. insecure contracts

Already, arisi ey
aretooill towork.

Although the over-50s are the biggest
driver of thistrend, there isalso a worry-
ing rise in inactive young people. For
them, the biggest cause of long-term
sickness is mental illness, phobias and
mnervous disorders, up 24 per cent since
2019.

Economic problems are hard for peo-
pleat the best of times, and these are not
the best of times. How well or badly we
handle this moment will have ramifica-
tionslonginto the future.

Legacy and
reconciliation
bill will further

divide N Ireland

Eamon Martin and
John McDowell

good deal of the Church’s
pastoral ministry in any
society involves being with
people who have suffered.
In Northern Ireland, too
often that has meant supporting those
who have suffered the violent death or
serious injury of a loved one. Our prede-
cessors, through the worst years of the
Troubles, walked in front of thousands
of coffins. Our generation of clergy has
comforted and prayed with individuals
and families for whom the heartbreak
has, in some cases, seeped through gen-
erations. The legacy of the Troubles
remains an open wound and the frailest
of seams in our political and social life.
There is no universal remedy for this
great pain, but there can be honesty,
integrity and compassion in trying to
find the best way forward. Most people
inNorthern Ireland felt that such a way
had been found in 2014, with the provi-
sions on legacy contained in the Stor-
mont House Agreement which was
negotiated by local political parties and
the British and Irish governments.
Although the provisions were not acted
upon, they surfaced again in a later
agreement involving the same partiesin
2020. On both occasions, most victims’
e P 5
The promoters of the Northern Ire-
land Troubles (legacy and reconcilia-
tion) bill, which begins its journey
through the Lords this week, have effec-
tively set aside the toil and goodwill of
those who have been journeying with
victims for decades. They may say that
they are “listening” but the fact that
they have produced a bill so heavily

weighted in favour of the perpetrators
of violence suggests otherwise.

The bill contains provisions that set
the bar for immunity from prosecution
pitiably low (effectively granting an
amnesty), and will not, in all likelihood,
provide relatives with the quality of
information for which they have
yearned for so long. There are other
issues, too. Virtually all independent
legal opinion that we have seen casts
serious doubt on whether the case
“review” provisions of the bill will com-
ply with the provisions of Article 2 of the
European Convention on Human Rights
which require access to a proper investi-
gation of loss of life. Moreover, anyone
with a basic understanding of paramili-
tary culture in Northern Ireland could
not expect many perpetrators to risk
offering their accounts for the record.

From an ethical point of view (and not
justa Christian one), the inclusion of the
word “reconciliation” in the title of the
bill — and its liberal scattering like fairy
dust throughout the provisions —

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 11%2F22&ts=20221121202752&uq=20221117085301
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Andrew Kinder, head of mental

ices in many counflies were disrupted
by the pandemic and have struggled
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or nowork at a]l are less likely to have
such asafetynet.

sarah.oconnor@ft.com

Ukraine conflict shows that space is now central to warfare

Anders Fogh
Rasmussen

ussia’s brutal invasion of
Ukraine has made clear how
vital space is to our security.
In January, GPS images of
Russian troops massing at
Ukraine’s borders signalled an immi-
nent invasion. Throughout the war, sat-
ellite links have kept frontline troops
connected with their commanders.
Meanwhile, GPS-guided Himar rocket
launchers have helped shift the balance
of the war in Ukraine’s favour, allowing
them to pinpoint and destroy Russian
ammunition dumps and artillery well
behind enemy lines. This is the first
major conflict where both sides have
been heavily reliant on space-based
capabilities. Itwill not be thelast.

The importance of space during the
war in Ukraine reflects how central
activity in Earth’s orbits has become to
all our lives. In recent years, the US,

Russia, China and India, have signifi-
cantly strengthened their space capabil-
ities. In a time of heightened geopolitical
tension, Europe must not be left behind.

This week European ministers meet
in Paris to discuss the future of Europe’s
space programme. One conclusion is

anti-satellite tests in low-earth orbit,
proving it has the capacity to conduct
physical strikes in space if it chooses to
do so. This threat was made explicit last
month, when a senior Russian official

critical infrastructure to be subject to
thewhims or tweets of billionaires.
The best way to avoid this is for Euro-

near-Earth space is fragile. New rules
are badly needed to govern human
activity I}lere Unfortunately, global

ible in the current

peanleadersto push fora penand
mmpehhve market in space. Qur com-
abl

told the UN that  satellites
frornthe Us and its allies could be “'leglt—

already clear — our il ’s security

and prosperity will increasingly rely on

our ability to act in space. For this we
d i d saf

access, and sustainable human activity.

In Ukraine, Russia is increasingly tar-
geting critical civilian infrastructure.
Moscow has launched repeated missile
attacks against the country’s power
plants and electricity grid. The aim is
clear: to make life as hard as possible for
civilians this winter. Russia has even tar-
geted infrastructure outside Ukraine,
allegedly sabotaging underwater pipe-
lines carryinggas to Europe.

Moscow is making clear that it per-
ceives critical infrastructure as a legiti-
mate target in any future conflict. This
includes assets in space. In the early
days of the war, Russia launched. cyber
attacks on Ukraine’s 1l

retaliatory strikes”.
Europe must be able to act autono-
mously in space. Last month, Spacex

owner Elon Musk tweeted a “peace plan”
for Ukraine, and has also threatened to
cutaccess to the company’s Starlink sat-
ellites. This plan could have been taken
straight from a Kremlin disinformation
unit. It called for Kyiv to cede swaths of
territory to Russia and commit to mili-
tary neutrality. Musk’s foray into geo-

tocompete onalevel
playing field, wh.lle ensuring we main-
tain essential capabilities in the conti-
nent. This is important as space explo-
ration drives innovation. It expands our
technological horizons, creates indus-
tries and drives und ding about

climate. ltlsh.me for Europe to step up.
We have been at the forefront of
addressing environmental concerns on
Earth, we mustdothesame in space.

‘We must understand and address the
risks before it is too late. Our academics
and companies must work with allies to

our place in the universe. But it can only
bring these benefits if our activity there
is safe and sustainable. Right now, it is
notclear thatisthe case.

In particular, low-Earth orbit risks
becoming dangerously congested with
larger and larger objects. This is due to
the launch of mega-constellations of
satellites by companies such as SpaceX
and Amazon. In 2018, there were just
2,000 satellites in orbit. By the end of
this decade this could be 100,000: a 50~
fold increase. Both the European Space
Agency and Nasa have raised the alarm
on the growing threat of overcrowding,

Ilisions and th of debris.

cation systems. Last year it carried out

politics highli d. s of space
monopolies. Europe cannot allow its

Just like air, land and water

d what activity Earth’s orbits
can sustain, as we did for sea lanes and
civilian airspace. should

remains a mystery. Reconciliation in
both the religious and civil senses
involves the restoration of relation-
ships; it requires patience, the slow
building of trust leading to courageous
truth telling, and immense forbearance.
Nothing in this bill goes anywhere near
providing the environment for that to
take place. Perhaps the very opposite.

The individual at the heart of this bill
is not the victim — rather, they are a
strange hybrid of the perpetrator and
the secretary of state for Northern Ire-
land for the time being. The latter is
given powers to appeint personnel,
make regulations regarding its work,
issue “guidance” on the immunity proc-
ess, initiate reviews, direct aresponseto
historical findings, appoint those
responsible for the historiographic
work and control the overall budget. In
other words, it grants the secretary of
state the powers of a commissar rather
than aminister o f the Crown.

then set clear conditions when granting
market access to satellite companies,
‘whichlower therisk of collisions.

Europe must be bold. If we fail to
address security concerns, we will be
‘weaker. If we fail to deliver a level play-
ing field, we will be poorer. And if we
fail to make our space activity safe and
sustainable, then future generations
will pay the price.

The writer is a_former Nato secretary-
general and a member of the European
Space Agency’s advisory group on human
and !
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the legacy of the past has
been perhaps the greatest failing of both
politicians and civil society in Northern
Ireland since the signing of the Belfast/
Good Friday Agreement in 1998, This bill
will not achieve its purposes. On the con-
trary, it will deepen division and further
demoralise all but a tiny minority of
those it purports to help. It seems almost
asthough it has been designed tofail.

The writers are the Roman Catholic Arch-
bishop of Armagh and Primate of All Ire-
land and the Church of Ireland Archbishop
of Armagh and Primate of All Ireland

respectively
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ABB E-mobility: pointed remarks
Relying on private capital has not hurt the valuation of the Swiss-Swedish conglomerate’s charging business.
Electric vehicle chargers should grow af a rapid pace throughout this decade. Even so, listed companies have
generally not performed that well this year

Electric vehicle charging valuations Charging point growth
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On Sunday night, Disney announced mature allure 2 =2 TN %38 company. That is no small feat given
the board had fired Chapek and Pod Point Compleo 1 the rout in tech stocks at the moment.
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Street has learned the pricey and cut- a cryptocurrency promoted by Sources: S&P Capital IQ; company  "Basad an private piacement price healthy dose of scepticism.
throat streaming business — in which Sir Richard Branson than a proper UK For starters, roughly 98 per cent of
Disney has invested heavily — can no retail bank. Yesterday’s full-year investors in Tiga Acquisition Corp,
longer count on user growth. The results forced the market to give Virgin Change is unstoppable in the real markets. Annual sales of about $500mn | still scant, these businesses trade on Grindr’s Spac merger partner, opted to
moment of truth was when Netflix said | Money a little more credit. world, even if stock market fervour make ABB E. -mobility one of Europe’s about 7 times forward sales. redeem their stake rather than
in April that it had bled subscribers for Chief executive David Duffy said the for growth companies is waning. ABB | largest TWo Listed i7 such as Alfen participate in the deal. That means
the first time in a decade. retail-focused bank would offer a higher has therefore relied on private capital | trends suggest it may yet join public and Wallbox trade at 3 and 3.6 times there were only about 500,000 shares
Disney has since been weighed down | than expected dividend and share to invest SFr200mn ($209mn) in markets and fulfil the role of forward sales, respectively. ABB's left for trading. A thin float can result
by two inexorable problems, despite a buyback. The stock jumped 14 per cent. new shares of its e-mobility division, consolidator envisaged by ABB. placing values the business a little in big price swings for the stoclc.
franchise portfolio that includes Star Duffy had the benefit of reporting valuing the business at $2.4bn. Market growth is supercharged. below the latter. No surprise, Grindr’s shares triggered
Wars and a gaggle of cartoon after last weelds UK Autumn Mass electric vehicle adoption ‘Operators may have installed 43mn Equipment makers have a big 17 trading halts for volatility on Friday.
princesses. Its direct-t That gave him a chance to remains key to decarbonisation. charging points by 2030, according to growth opportunity and some The wild swings continued yesterday
business, led by Disney Plus, lost $4bn gauge the mood of the markets. Virgin Indispensable to this is charging Jefferies, seven times more than today. obstacles along the way. Growth will with the stock dropping 31 per cent.
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streaming subscribers overall. interest income. This rose 13 per cent for network operators. prodt and established equi cyclical drag from high electricity mergers that did complete this year
At the same, Disney’s traditionally in the year to £1.59bn. The net interest Tkea owner Interogo is among new manufacturers are staking a claim. prices and weaker EV sales. have plunged. These have an average
profitable broadcast and cable margin, already up smartly this year to investors that now own 8 per cent of Public markets have already done a Consolidation will inevitably loss of about 49 per cent for the first
networks face accelerated cord-cutting | 1.85 per cent, should improve further. the venture. ABB had hoped to raise rough sorting job. Businesses that run follow. To play its part, ABB E- nine months of the year, according to
and surging costs for sports rights. For That cheered investors nervous about triple the cash from an initial public charging networks have come out on mobility will need quoted shares asa Spac Research. Compare that with the
2022, profits in that business were only | recent gilts volatility. Some analysts offering for the division. But the top because they can offer the promise | takeover currency and proof of its S&P, which lost 25 per cent over the
flat for the year. Ironically, Disney’s rightly wondered why Duffy could not Swiss-Swedish group postponed a of lucrative recurring revenues from status. Private financings are no more period. Rival dating apps Match Group
best business of theme parks, for rmerly offer bigger payouts. After all, the bank demerger this summer due to weak electricity sales. Although profits are than a stop-gap solution. and Bumble have shed 66 per cent and

run by Chapek, made healthy
These have subsidised the ambitions of
the rest of the company.

Disney shares have fallen more than
40 per cent this year, worse than rivals
Comcast and Paramount. Warner
Brothers Discovery is down more than
50 per cent but it suffers from a
crushing debt load and a messy merger
integration.

Activist investor Dan Loeb recently
took a stake in Disney and suggested
that the company halt its dividend and
use the cash to pay down debt and buy
back shares. He also floated the idea of
separating the crown jewel, ESPN.

That way, the cash cow sports
network and Hollywood assets can get
their respective, appropriate valuation
multiple. A Loeb representative has
joined the board but Disney has
demurred on any radical changes.

Questions around the best structure
for Disney are now Iger’s to answer. He

has plenty of capital to spare.

Virgin Money’s common equity tier
one capital ratio hit 15 per cent, against
its own target of about 13 per cent.

That should leave a maximum of
£483mn of excess capital. This surplus
should climb higher, too. On current
profitability the bank would generate
the same amount again in CET1 capital
next year. No wonder Duffy says Virgin
Money is maturing. It has combined
with CYBG while meeting regulatory
stress tests. His cheering message was
that payouts should follow next year,
no matter the economic mood. Analyst
upgrades should follow.

A conservative full-year result,
without need of extraloan
provisioning, shows Virgin Money has
grown up a good deal. The shares trade
at 40 per cent of tangible book value.
Even if a quarter of its loan book is buy
to let, that does makes them cheaper
than stock in NatWest or Lloyds, which

have greater economies of scale. But

volatile. Daily price moves of 20 per
cent i

‘there is scope for the ion of
'Virgin Money to catch up further.

Lygend/HK IPO:
nickel and dimed

China’s largest trader and producer of
nickel is braving a tough Hong Kong
market with a large listing. Lygend
Resources can do so because it supplies
metal to glamorous electric vehicle
makers. But that does not make its
shares a good buy.

The company is the largest nickel ore
trader by volume in China. That alone
‘would once have been seen as a stable
‘business model. But the previously
staid nickel market has become highly

occur.
That may explain why Lygend has a
financing target of just $600mn at the
top of its price range. This compares
with $1bn mooted last year. The
offering of 232mn shares would value
the company at about $4bn.

Nickel nervousness is the result of
‘wavering consumer demand and a
short squeeze on nickel futures in
March. That tripled the price to
$100,000 per ton. Investors that bet on
a fall in prices, such as the tycoon
behind Chinese metals producer
Tsingshan Holding Group, lost a
notional $10bn in days. Since then,
trading volumes have declined sharply.

Fortunately, Lygend is not justa
trader. It also mines nickel ore and
ferronickel, and makes related

equipment. That should attract retail
investors in EV-friendly Hong Kong.

Two other EV-related plays pulled off
big cash calls this year. Tiangi Lithium
secured $1.7bn in July, while battery
maker CALE raised $1.3bn in October.

CALB’s shares are down 42 per cent
since listing. Tiangi is down 16 per cent
and trades at 7 times forward earnings,
amore than 30 per cent discount to
peers such as US-based Albemarle and
mainland-listed Ganfeng Lithium.

‘Would-be Lygend investors will have
to weather a double dose of volatility —
from Hong Kong’s unpredictable
market swings and from nickel prices.
The benchmark Hang Seng index is
down 30 per cent in a year. Medium-
term investors convinced by Lygend’s
pitch should wait for the shares to
settle before buying in.

37 per cent of their values this year.

Also, Grindr’s rich valuation hardly
endeared itself to investors. Under the
terms of the merger announced in May,
Grindr was given an implied enterprise
wvalue of $2.1bn, or 14 times 2021
revenue. Match and Bumble both trade
on just 5.5 times. Grindr will need to
generate plenty of revenue growth to
find a suitable match for its high
valuation.

A new tax on stock buybacks which
could be applied to Spacs provides
extra incentive to redeem any funds
before the tax comes into force in
January. Against this backdrop,
investors who have asked Spac
sponsors to return their money in full,
with a bit of interest on top, look smart.

Lex on the web
For notes on today's stories
go to www.ft.com/lex
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1Physicist Kelvin pursuing second
alternative strategy? (6)

4 Fearful individual shunning rickety
sidecar (6)

8 Grubby relative starts to annoy
nainhhnirs (79
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Will's young prince (7)
11 Spooner’s spread manure up the wall
10)

12 Hang around back of local with lout

13 Bear heard stalking shy rodent (5}

14 Cut crustless crispbread crookedly
53

16 Bloke married in record fime: it doesn't
last long (8)

18 Wise person follows universal custom

)

20Exhausted girl leaves tropical forest
for a month (&)

21 Fostering of one youngster welcomed
by people (10)

23 Film director missing in Italian port (7)

24 College dons net working for

department

25 Old theocrat regularly suppressed
press (&)

26 C ivel whether

JOTTER PAD
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You can now solve our crosswords.
in the new FT crossword app at

viewed from left or right (6

DOWN

1 Christmas entertainment long over (5)

2 Chap lent you frousers galore (7

3 Each tune's special for singer (9)

5 Oddball fled wearing cassock inside
out (8)

& Firmness of purpose about what you
do (D

7 Rewriting mad satire ready for stage
@

10 Uses panic indiscriminately to get
power (9)

13 Boy endlessly packing broken teacups
ina case (9)

15 Trace silly sod in A&E (9)

7 European frees rot (7)

19 Initially censored, was it bound to
shock? (@)

21 Bury is not merry, oddly (5)

22 Weaselly individual turned up in secret
today (5)
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Investing in Austria

www.ft.com/reports

Facing the
energy crisis
from a position
of strength

Hopes for growth remain despite dependence on
Russian gas and focus to the east, writes Samn Jones

hen Russia’s war on

Ukraine began, it

looked like Austria

would be on the front

line of the economic

fallout in Europe. Not only did the

Alpine country depend almost entirely

on Russia for its natural gas supplies

but, for years, its leading businesses had
alsolooked east for their markets.

But Austria’s economy has so far

proved more resilient than many

autumn and an EU effort to build
reserves — there are signs that, with
continued political support, businesses
willweather the storm.

In a mid-year assessment, Austria’s
central bank (OeNB) forecast 4.1 per
cent growthin gross domestic product in
2022, with 2 per cent growth in 2023 and
19percentin2024.

There are caveats: OeNB economists.
are banking on an optimistic assess-
ment of the course of the war in

military scenario could see Austria’s
economy shrink, 0OeNB noted in a
recent forecast.

Harald Mahrer, president of the Aus-
trian chamber of commerce, believes
energy prices will be key. “For Austria as
a business location, security of supply
and affordability of energy are of the
utmost priority and need to be
addressed by the government,” he says.
Although Austria is already one of
Europe’s leading generators of renewa-

‘While this poses a challenge, it also
Ppresents investment opportunities, says
Mahrer. “Even though energy prices
have fallen recently, they remain at a
high level. It can also be assumed [they]
will rise again in the coming months.
That is why we have a major common
EU challenge: namely to lower gas and

hy icity prices . . . new [liquefied
natural gas] ports and new pipelines
must be built and the entire infrastruc-
ture for Europe’s energy supply must be

Mahrer. The country has already
become a leading centre for innovation
and development in green energy — a
position thatit could capitalise on.
Crucial to how Austria navigates these
changes will be government assistance.
So far, Vienna has been inits
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Going greener: tax and
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Already ahead of rivals,
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environmental measures
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financial support. That has surprised
some, given the ruling conservative Aus-
trian People’s party’s (GVP) prior com-
mitment to fiscal conservatism —
although it governs as a dominant part-

Why global chipmakers
depend on Austria
‘Silent champions’ make
the tools for producing

expected. While the effects of the Ukraine. The bank says it expects the  ble energy, Mahrer says gas will con-  betterconnected” nerincoalition with the Greens. u

energy crisis have yet to be seriously felt  most intense phase of hostilities to be  tinue to play a major role in meeting the Austria is well positioned to become a Some political observers say this may semiconductors

— thanks to a warmer than expected  over earlynext year. A imistic  country’s needsin the medium term. “hub” for such projects, according to Continued on page 3 Page &
Advertisement

AVL LIST: ASUSTAINABLE GREEN TECH PIONEER FROM AUSTRIA
| I T

As a green tech nation, |

PAVING THE WAY FOR THE MOBILITY REVOLUTION
Combustion enaines dominated the scene aver
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AUSIIIa IS also nome 10 a
host of innovation trail-
blazers. Among them is
AVL List, a leading pioneer
in sustainable mobility
technologies.

chall

Envir arise with
questions about climate change, the search for
alternative means of transportation, energy
generation and its usage. At the forefront of
these endeaveurs is a company situated in
Graz, the capital of Styria [Austria): AVL List.
Founded in 1948, AVL is one al the world's leading

mobility for
simulation and testing in the automotive industry
and other sectors.

All pages from Financial Times (Asia), Tuesday, November 22, 2022

the pastfaw decades anadays hnwever ms
batteries, fuel cells and energy distribution that
dominate public discussion about the future of
mobility. This includes what the next revolution
in sustainable and resilient primary energy
generation and use in industrial production,
transportation and households might look like,
The new technologies pose challenges not only
in functional integration, but alse in designing
products with a more environmentally friendly
lifecycle, For AVL, all technology options are to
be engineered further for future purposes in
order to be able to achieve the internationally
established climate goals.

Having its origins in the development of energy-
efficient propulsion systems and dedicated
development tools, AVL today is working on a bigger

Picture: Jirgen Rechberger, Vice President Hydrogen & Fuel Cell

Picture: Actively paving the way for the mobility revolution, AVL Fuel Celt Demo Truck

picture: Achieving the vision of carbon-neutral
mobility, AVL drives innovative and affordable
solutions for all applications - from traditional to
hybrid to battery and fuel cell electric technologies,
The company is not anly part of the mability
revolution, but actively paving the way for its
customers to proceed more quickly to series
production in the new technology areas, But
the focus doesn’t stop at the product, as AVL
also looks at the supply chain emissions and
recycling as part of the overall product lifecycle,

GLOBAL NETWORK OF EXPERTS

AVL is a truly international champioen in science
and technology, influencing many countries,
sectors and people. Active in 26 countries around

the world, with more than 10,700 employees, AVL
provides concepts, solutions and methodologies
for a greener, safer and better world of maobility.

With one primary goal in mind:
Reimagining motion.

“We are driven by a passion to examine the
science, and phil of 1
To help create a world that is carbon-neutral
and one that makes safe, comfortable, green
mobility a reality for everyone”, states Chairman
and CEO Helmut List, referring to the expansion
of AVL facilities with the latest opening of the
"AVL Hydrogen and Fuel Cell Test Center” on
19 September 2022,
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Investing in Austria

How the Danube can become a
model of innovation in agriculture

- - For now, though, the Danubs fc d on the former “Why we are not making thisa
IntexyiewRemhnsiilol underutilised. temummoftheﬂabsbu:gem ire — priority Idon’tknow,” Wolf says. “We
Raiffeisen Ware CEO tells Raiffeisen Ware, an Austrian farming ﬂutt.h:syear accounts for aquarter of transportgrain, oilseed rape and
Sa. o it e (6 I perative, can see the potential bnannual turnover (up  fertilisersalongitalready, butit’salso
m Jones why itis time for  pune dominated the Austrianand from €2.9bnin2021). possible foranythingelseyou could
new money, technology central European agricultural market ‘Wolfhasbeen chief; fora agine: oil, iron . . . There’s currently
AT A fornearly 125 year: blished to decade, havi i ]meouthe[)anube and
and thinking in the sector : ips of farmer: hth And agri has  youhavetoask:whynot?”
during I.he ]3!]1 nenhlryagmnan never famd amore volatile period Raiffeisen Ware operates eight =
Amordmgtnﬂleheadnfﬂnenﬁ:entml isnow one durin, Russia’s war has faciliti the river: fourin Austria, Liquid asst vestment in the Danube could boost Austria’s efficiency — aumy
farming busi of th icultural drivenupglobal food prices, benefiting ~ onein Hungary, one in Serbia, onein

Ausu'iaishome to the greenest, and CONCErnS. many farmers, butithasalsoledtohuge  Slovakia and another in Romania. competitive, theywillneverreopen. We  thelimits in pesticidesand plant
perhaps greatest, mostunder- ‘Whileitis primarily focused on rises inthe cost of energy and fertiliser, “In terms of making these countries inEurope have to be very careful.” protection. But there isa new avenue to
developed piece of infrastructurein all supporting the needs of its 100,000 setting the stage for a crisis. more efﬁaent, byis unpmwngexpm overall, the 62-year-old is sanguine developand that s, firstly, everythingin
of the region: the Danube. memberfarmemmAusma, 1ta]sorum Coupled witha rapidly opportuni thatsuch be tackled terms of digitisation and farm

“Theriver Danubeislikearibbon—it  asizeable agricultural lation — and limits on the future grealmlerestnuw,mﬂlthemﬂmsesm particularly with the right i and, secondly, in terms of
connects people, it connects countries, smpe tobreed, engineer or chemically food costs and the war — there haveto ininnovation. Raiffeisen Ware has precision i
and it connects cultures,” says Reinhard lxmst fund pn)duchun theneed for ‘e more investments in the waterway,” ‘weathered two world wars, mulhple He pomlxtnl]le use of satellite
‘Wolf, chief executive of Raiffeisen Ware in farming the chief: i iccrises, and th i actors in fields as
Austria (RWA). “Butit couldalsobea ‘"hasnever beengreater. Europe’senergy crisisisanevenmore  national borders buthasendured, he an EX.'II‘I]p]B in Austria, ithasbeen
much more highly efficient waterway The Danube is one example in urgent problem. Evenif itis shortlived, says. Centraland rn Europe dbya nel'wurk of radio
fortransport, and for trade.” Europe of how agricultural supply it 1y changt i by farmers, he adds, b h

Asinglebarge travelling down the chains could be better streamlined, structure of the European agricultural thanks to its good soils and agricultural Raiﬂeisen—nmsilos.']‘racl:omhave
river can carry the equivalent tonnage ‘Wolf says. For the moment, seasonal market, Wolf says. He points out that heritage. enhanced precision asa result.
of 50 large trucks, Wolf says,and is flows and stretches of poorly dredged once nitrate fertiliser plants —which The co-operativeis particularly “It’salittle easier for usin one sense,
also the single most carbon-friendly channels mean the riveris navigable for ~ depend onnatural gas as their primary interested i mlm.'esungmnew because you don't havejunctions in
method of transport, tonne-for-tonne, only half ofthe year, he notes. But, with mgned.\ent have Lu shutdowninthe agricultural ies and fields. But, in terms of precision, we
in Europe. theright investment to improveits Tegion, mean m access areoverall actually ahead of the

Russia’sinvasion of Ukraine has mﬂy s]nppmglanes, and Ihedwelopmenl of restarnng themis no longer be viable. i madeby y,” Wolfsays. “I'm
highlighted the need for a. 1 more ter locks energy start-ups. talking about tractors with 400hp and
integrated transportation network to infrastructure along itsreach, thereis problem, olhermse we willnot be able “Inagriculture, we arealreadycloseto  30m spans of equipment that we can
take goods — especially agricultural the p ial foritto b ible for use inEurope. If fertiliser an optimum in fertilising and plant now drive over hundreds of metresto

products — from east to west.

Ware CEO

daysinevery10.

plants. shut l:emuse theyarenolonger

nutrition,” Wolfsays. “We are nearing

2cm of precision.”

Government steps up
to accelerate
erformance

funding
green p

Investment The country is already making

o9 q progress on renewable energy projects.
Coalition parties have ‘According to the International Renewa-
ag;reed to back aseries ble Energy Agency, more than 80 per

says Margit Schratzenstaller, an econo-

mist at the Vienna-based Austrian Insti-

tute of Economic Research. “Austria is

mvestmg more in rallways, they’re
B

NJ
Paris-Est

Uber Munchen
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of environment-friendly
projects, writes Kit Gillet

ustria is already one of the

greenest economies in

Europe. But, with the

Greens now part of the gov-

erning coalition, money
flowing in as part of the EU’s Recovery
and Resilience Facility, and the country
issuing green bonds, there are plans to
make it greener.

As part of the EU’s €724bn post-pan-
demicloans and grants facility, Austria,
governed by a coalition of the Greens
and the dominant conservative Austrian
People’s Party, is investing heavily in
green initiatives. The European Com-
mission estimates that 59 per cent of the
country’s allocation of €3.46bn is ear-
marked for green investments, far above
the EU average of 45 per cent, and
behind only Luxembourg, at 61 per cent.

Among other measures, Austria’s
plan includes investing €843mn in sus-
tainable mobility to develop zero-emis-
sion transport, as well as an addi-
tional €543mn to expand the electrified
trans-European rail network. In total,
Austria’s national plan consists of 32
investments and 27 reforms, supported
by the EU grants.

CELIL UL AUSULLAS SICULLIGILY GaApasiLy LUW
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comes from up from heating systems, to increase
72 per cent in 2012. It aims to have 100 thermal insulation. But still there’s alot
percent icity by 2030. tobedone.”

Hydropower plays a partlr:ularly Al the mu.nlmpal level, cities are also
important role in Austria, Graz has set
about 60 per cent of electricity gener-  up aprogramme to increase green infra-
ated in the country. In March, itwasalso  structurein the city, joining Vienna and

announced that the government would

Lmz in champlomng green roofs and

solution.

provide €250mn in to support.
the expansion of solar and wind power.
The country added 740MW of solar
power in 2021, more than double any
previous year, with solar capacity of
2,783MW at the end 0f 2021.

‘Meanwhile, Austria has revamped its
renewable heating law, bringing for-
ward the banning of new gas boilers to
2023 from 2025, with broken oil and
coal heaters needing to be replaced with
green options. An estimated Imn house-
holds are heated with gas — about a
quarter of the country’s gas use.

“It’s safe to say some important steps
have been [taken] in the last few years,”

‘The incentives being given
by the government fo
privateindividuals, we are
advancing on that, too’

Progress hasnot been even across the
country, though. “In Austria, you havea
lot of wind energy in the eastern part
and a lot of [political] resistance in the
‘western part,” says Andreas Treichl, the
former chief executive of Erste Group,
‘the Austrian bank, and now chair of the
supervisory board of ERSTE Founda-
tion. “But, in principle, you could say
that what’s going on in Austria on the
municipal and regional level is pretty
good stuff”

“Ithink we can be relatively satisfied.
Also, the incentives being given by the
government to private individuals, we
are advancmgon that, mo" '[‘reld]ladds.

d,inmy

Wher
view, compared to other Eumpeancum—
panies, iswaste management.”

Funding channels for green projects
are being increased, too. In May, Austria
‘became the latest government to enter
‘the green bond market, selling a 27-year
€4bn bond, with the money tobe used to

rail network — o kamariGeny Images

Austriaisi

Express

fund environmentally friendly projects.
The bond attracted €25bn in investor
demand, with ayield of 1.876 per cent.
Then, in October, Austria launched a
green treasury bill, which made it the
first government to issue green short-
term government debt, though with
expectations that the bills will be rolled
over. According to the Treasury, more
than 85 per cent of the €1bn in debt was
bought by green investors, including
money market fundsand central banks.
Austria had identified more than
€5bn of expenditure to fund through its
green bond programme in both 2021
and 2022 — nearly three quarters of it

channelled towards clean transporta-
tion, according to reports from analysts
and data providers.

“If you look at capital markets, you
have to look into two different areas,”
says Erste’s Treichl. “On the capital mar-
kets side, we’re doing a good job and
coming up with innovative products,
and I think the co-operation between
the regulators, the financial services
industry, and businessis pretty good.

“It's moving and d ping, but

Austria has also pushed back against
efforts to broaden the definition of what
counts as green, for investment pur-
poses. In October, the country filed a
lawsuit against the European Commis-
sion over thelabelling of gas and nuclear
as “green” investments, joining earlier
legal challenges by environmental
groups Greenpeace and a coalition that
includes Client Earth and the WWF.

“We need to safeguard the trust of

and i 7 and ensure

that’s only part of the game. On the
equity capital markets, very little is
being done. That needs to be resolved.
That needs to bea European initiative.”

that if a product “is labelled green, it’s

green in content,” said Austria’s
minister for climate action, Leonore
Gewessler, at the time.

Start-up scene is coming of age — but domestic VCs lag behind

Entrepreneurs

lng almust 80 sponsors ranging from

Networks and incubators
have flourished yet local

venture capital is slow to
respond, says Kester Eddy

banks, law firms and angel
investors to international companies
suchas IBM and Google. As wellas Stam-
mtisch, it orgamses a range of pro-
an

even high school puplls ahnut founding
and

InGerman-speaking countries, the word
Stammtischrefers to the regulars’ tableat
the local inn. But, in Austria’s start-up

their own

AustrianStartups’ expansion — from
Vienna to all provinces — mirrors the
sector in the past decade, which has
seen a proliferation of co-working

world, that meaning ved: a
month, anything between 100 and 300
people meetup to hear successful entre-
preneurs tell their stories, debate,
exchange ideas and network at the Aus-
trianStartups’ Stammtisch.

“Back in the day, it was just a gather-
ing of a few start-up people but, over
time, it's grown with a stage, speakers
and panel discussions — [today], itis the
biggest monthly event in the Austrian
start-up scene” says Markus Raunig,
executive chair of AustrianStartups —
which describes itself as an umbrella
community platform aiming “to make
entrepreneurship as common as skiing
in Austria”.

Founded in 2013, AustrianStartups
has more than 1,000 members, includ-

Tuesday 22 November 2022

spaces, incub and mentors in the
capital and across the country.

The results have been dramatic. In
2021, start-ups in Austria received a
record €1.23bn in private investment —
five times the €262mn in 2020 (itselfa
record year, despite the Covid pan-
demic), according to the Start-up-Ba-
rometer Osterreich report, published by
professional services company EY.

Florian Haas, the author, does caution
that more than half the 2021 figure
relates to deals involving just two com-
panies: Bitpanda (a fintech investment
platform) and GoStudent (an education
platform matching students with
tutors), which together accounted for
€652mn. Even so, with the average deal
size up from €4.5mn to about €12mn, he

Pioneers: AustrianStartups’ Markus Raunig and Legitary’s Nermina Mumic

says this “financing boom™ means “Aus-
‘triais kmocking on the door of the top 10
in Europe — in terms of both the number
of financing rounds and volume.”

In addition, the range of sectors in
‘which start-ups received investment is
‘broad, led by companiesin software and
analytics, ecommerce and health.

one factor driving this growth has
been the enthusiasm of Austrian gov-
ernments, regardless of political colour,
for funding start-ups via the Austrian
Research Promotion Agency (FFG) and
Austrian Promotional Bank (AWS).

“In the recent past, there have been
huge developments, a lot of specific pro-
grammes,” says Philipp Aiginger-Evan-
gelisti, FFG head of design and innova-
tion, general programmes. “Thereisalot
of understanding about what start-ups
need, which was not there 12 years ago.”

FFG, which does not take any equity
in lieu of funding, distributed €78.5mn
in non-refundable grants and loans to
start-ups in Austria last year — double
the €38.7mn allocated in2017.

Since start-up fundingis very diverse,
‘varying from “several thousand” euros

* FINANCIAL TIMES

to the biggest research projects of up to
€3mn, Aiginger-Evangelisti says it is
“very difficult” to cite an average figure,
but ryplca] ticket sizes for start-up
are between €3,000to €1mn”.

The spread of business incubators
has been equally important to overall
growth in start-ups. The fourth floor of
‘what was once a police officers’ resi-
dence near Vienna's Karlsplatz, dating
from the time of the Austro-Hungarian
empire, now hosts a clutch of develop-
ing start-ups. This is i2c, the innovation
incubation centre of Vienna Technical
University, dedicated, says founding
director Birgit Hofreiter, to “turning
the often groundbreaking research of
the university’s many bright masters
and PhD students into successful com-
mercial operations”.

Some of the current incumbents have
already tasted commercial success — for
example, Contextflow, an artificial
intelligence-based system to help radi-
ologists rapidly identify health issues
from chest X-rays. Legitary is another,
‘which also employs Al but in the music
industry, to accurately determine
streaming downloads. And NovoArc is
dedicated to more efficient drug deliv-
ery, with the ultimate aim of enabling

diabetic patients to replace injections
withinsulin pills.

However, despite the successes, many
in the sector say more can, and should,
be done to exploit Austria’s potential.

Lukas Herrmann, a lawyer with
Dorda, a Vienna law firm, is one of many
who decry the lack of active domestic
venture caj

“Foralot of! fou.nders the first million
is easy, and then it gets really compli-
cated,” he says. “When you need real
capital for Series A and series B [invest-
ments] to get the party moving, you
want to look at the US and UK, because
this iswhere it usually comes from.”

Austria has a lot of “old money” held
by wealthy families, but Herrmann says
this source of finance is little exploited
within the country, as society is far more
risk averse than in Germany — where
much similar capital is channelled into
family investment firms.

However, whatever its shortcomings,
Nermina Mumic, chief executive and
founder of Legitary, the music stream-
ing auditing software company, is suc-
cinct in her appraisal of her homeland.
“I think Austria is generally amazing
when it comes to science and research,”
shesays.

Investing in Austria

Alpine resorts feel the heat on climate change

Environment
Businesses are investing
in summer tourism as
warmer weather hits,
writes Denise Hruby

now-capped peaks, glaciers,
powdery slopes, and rustic
huts serving hot drinks: Aus-
tria’s appeal as an alpine tour-
ist destination results in
almost 60mn overnight stays each win-
ter, with the influx of visitors swelling
many villages’ populations tenfold.

The country’s economy is heavily
dependent on tourism, which
accounted for 7.6 per cent of GDP in
2019 — more than half from winter visi-
tors — and is recovering well after the
pandemic. For decades, it drove an eco-
nomic boom. At high altitudes, tradi-
tional farming communities bet their
futures on the rise of skiing and luxury
hotelsreplacinggrazing cows.

But climate change is now putting
thatat risk. In the Alps,

produce the millions of cubic metres of
snow for the ski area, but better equip-
ment — including spreading machines
with sensors to measure powder depth
—has mtthatumebya]mosthalf Even

ing must still spend €3mn to

atures have been rlsmg by about 0 SCa
decade, twice the global average. And
snow cover persists for one month less
than in the past, according to data from
2,000 weather stations.

“It's just not possible to rely on snowy
winters anymore,” says Karl Mor-
genbesser, general manager of the Saint
corona ski resort, which has lived off
skiers for four decades. It is a realisation
that has trickled through even to those
who long denied the effects of climate
change. Many observers are now asking
how communities that have relied
entirely on snowand skiing can adapt.

Technology is the first line of A‘lefence

& gh for the start of th

Changing seasons: (clockwise from
above) Schladming, high in the Alps;
some resorts are developing activities
such as mountain biking; Saint
Corona is at a lower, warmer altitude;
resort manager Karl Morgenbesser

The electricity required is another
concern, especially as prices have
soared. Experts say there islittle scope
to make the technology more efficient,
though: if it is too warm, snow melts.

“It’s a time of change — that’s the new
reality — but, in principle, 'm not wor-
ried about the future of winter tourism
here” insists Bliem, pointing to Schlad

"hegrew up. Without aresponse, he says,
“you’d have an economic downturn —
first the bakery closes, then the kinder-
garten, and on and on”. But, that
December, he found himself walking
the muddy slopes in cargo pants. At21C,
“there Was 1o way we could have even
7 herecalls.

ming’s relatively high elevation, with
lifts and cable carsreaching 2,000m.
Other resorts, however, lie at much
lower, warmer altitudes. Climate mod-
els show that temperatures rising by
another 1.5C would mean about a third

An estimated 100,000 d

machines are scattered across the Alps.
Their cannons can cover pistes in pris-
tine powder. In Schladming, which has
twice hnsted the warld skiine chamni-

of the eastern Alps’ winter tourism des-
tinations could no longer guarantee
snow throughout the ski season.

saint Corona, nestled below 900m,
was nne of the first victims of climate

Instead, he came up with another
idea: investing in summer. In the past
seven years, Saint Corona has built an

o

casde e i s Sl i

network of in biking
trails, a toboggan run, climbing spaces
and parks, landscaped hiking paths, and
paddleboard rentals for the reservoir.
An hour south of Vienna, the village
now draws more people in summer than
skiers in winter, with summer account-
ing for twn-thirds of the ernss nroceeds

of climate ch: alpine tourism at
the University of Innsbruck. “Nobody
really denies the effects of climate
change here anymore, and almost eve-
ryone istryingtodiversify,” he says.
Investments in summer are key.
Mountain biking, climbing and hiking

are offerine madels far the future and

mer with hiking trails, a pettingzoo and
an ice-sculpture park. In 2012, Bliem
says, only three out of 10 mountain
cabin restaurants were open insummer.
Today, the number of visitors has risen
so that seven of the cabins can serve
<dumplings and schnitzel year-round.
There is one big caveat. “Skiers spend
'more money than hikers,” says Bliem. In
Samt Corona, too, a day when the ski

P

Ln the case of most resorts, Steiger
says: “We're not seeing a product that
can substitute for ski tourism. Perhaps
we'll still find one, but for the moment,
it’s not quite clear what will happen to
these communities.”

Oliver Fritz, a senior economist and
tomrism exnert at the Anstrian Institute
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onships, 600 machines spit snow over
the slopes, ensuring that the season can
kick off by early December.

“It'savery good and very efficient sys-
tem,” says chief executive Georg Bliem,
of mountain railway and leisure group,
Planai Hochwurzen Bahnen. Fourteen

change. The regional government had
cut financial support, deeming the area
too low forlarge investments that would
take decadesto pay off. As the ski resort
became less attractive, hotels and res-
taurants closed. When Morgenbesser
took over as general ma:lager in 2015,
he

daysused tobe th neededto

onsaving where
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“Itsbeena dous success,” Mor-

genbesser says. “Every product we're
planning for the future will need to be
something that can also be used in win-
‘ter, when there’s no snow;” he says.
Across the Alps, most tourism com-
munities are taking a similar path, says
Robert Steiger, who studies the impact

heatwaves, an increasing number of
people are escapingto the cooler Alps.

“Many places will have to make a
major pivot, and it’s going to be the ones
taking risks now who will benefit in the
longrun,” Steiger says.

|
‘Nobody denies the effects
of climate change here
anymore; almost everyone
is trying fo diversify’

S —
of Economic Research, puts a figure on
the loss. He says that, without snowy
winters, about a third of the €30bn that
Austria’s tourism industry generates
annually would falter. “It would be an
enormous economic damage,” he says.
“And, to a certain degree, we won't be
abletoavertit”

too, hasi dinsum-

Facing gas
crisis from
position of
strength

Continued from page 1

be alegacy of the pandemm when the
OV'Pwasforcedmspmd of euros.
bk o bl outih

The political scandals that have rocked
Lheov‘?fonhepmyea: relatingtoan

CLIMATE

help businesses reduce their overall
energy footprint.

Austria has about 80 per cent of its
winter gas needs in reserves, muning

"Ausma will be among the fasbest

ongoing into
corruption — may also have had some
bearing on its appetite for generosity.

A number of support packages have

atbusiness.

economy minister Martin Kocher
announced the government would pro-
vide €1.3bn to subsidise the energy bills
of the companies most exposed to fluc-
tuating prices, with each business enti-
tled tohave justunder a third of the cost
of price increases

The Green party has, meanwhile,
pushed through support packages to
hasten the carbon transition. Leonore
Gewessler, Austria’s energy, environ-
ment and transport minister, unveileda
«€5.7bn package in October that will help
to decarbonise industry by subsidising
green power costs. Every year until
2040 —when Austria has promised car-
bonneutrality — €400mn will be availa-
ble to write contracts for difference with
industrial businesses, to cover the pre-
mium they pay on their energy bills for
an entirely carbon-neural supply.

An additional €190mn will be spent
annually as part of the same package to

growing in Europe this
year,” says Gunter Deuber, head of
research at Raiffeisen Bank Interna-
tional. “That means that, although
we’re facing an industrial downturn
across Europe, Austria will go into it on
avery strongfooting.”

Nevertheless, Deuber says a “dra-
matic deceleration” in growth is likely.
“we will manage this winter but the
interesting question is how things play
out next year,” he adds. “The picture is
mixed. Companies have good order
‘books, backlogs and supply chain issues
are getting lighter, and private con-
sumption is still OK. But we shouldn’t
underestimate the effect of the highest
inflation wehave seenin decades.”

Different sectors are likely to be

|
‘Although we're facing an
industrial downturnin
Europe, Austria will gointo
it on a very strong footing’

Green package:
minister Leonore
Gewessler set
out carbon
transition
measures in
October

affected ina variety of ways. In an inter-
'view (on page 2), Reinhard Wolf, head of
Austria’s biggest agricultural operator,
the co-operative Raiffeisen Ware, says
‘that, while the energy crisisis a concern,
farming in the country is so far proving
m:u]:emlhanksmhlghpncesthztm

margins. “I am op for
2024 and 2025, Wolf says. “But itis 2023
‘we have to be careful to manage.”

For Austria’s tourist sector — one of
thesii ngle la[gesl. contributors to GDP —
= - 2
agreat rehef But climate change is an
increasing challenge in a country that is
best known as a destination for snow

. In addition, consumer sentiment
— at its lowest level in years in neigh-
‘bouring countries such as Germany —is
likely to hit visitor numbers. Deuber
says this winter’s tourism revenues will
’haveacrucial impact on GDP.

Austria’s tech and start-up scene, how-
ever, continues to boom: companies
such as Refurbed — an online market-
place for second-hand goods thataims to
‘be the “Amazon of sustainability” — are
carving out leading positions in their
‘nichesin Europe. Austria’s scientific and
technical higher education system is
supporting innovative start-ups in area
such as climate innovation. In this, says
‘Mahrer, “Austria must be regarded asa

i »
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Investing in Austria

The start-up giving
old technology a
new beginning

" i ial fora
Rrofile Theresavery good ecosystem herethat
Refurbed’s founder discusses “W_m“mgﬂ_‘;?%;?‘h“?;?_{mm
; capil with public capital”
the marketplace s‘ gr‘cwﬂ‘l T S e e
and entrepreneurialism in Viennaisalsoa powerful selling pointin
5 the competition for talent in the
GusaRBysamljoney European tech world, Windischhofer
“It'sbeen ranked themost

llveable city in the world for something
“We want to be the Amazon of like thelast 10 years and that means
sustainability,” says Peter you can attract alot of talent to move
‘windischhofer, founder of Austrian to Vienna, especially from eastern
mrtupRefurbed_ Europe — where most of our engineers

T 1k

refurbished electronic goods, Refurbed
‘hasalready grown rapidly since it was set
upﬁveymlsagumvienna. Ithas

f Austria’s most

from,” he says. Refurbed staff hail
from 50 countries.
Butbeingbased in Austriaalso
presents problems, he admits. The
country’s du.nky corporateand taxlaws

young anda tech  —which vative
champion, employingmore than 300 governments have promised but failed
staff, operatingin 12 markets, and toreform —make managing a fast-
generating “hundreds of millions” of growing business, takingin new capital,
eurosof revenue, according to harder than in acity such as London.
‘windischhofer. Every time new shareholders are
The propositionis simple: on brought in, for example, appointments
Refurbed’s website, consumerscanbuy  with official notaries are required to
d-hand tphones, laptops,and ~ formally legalise new holdings.
Cutting carbon: hi d sothey p) 1l i
Austria's green lookand performlike new. high, he adds: “There are a few things on
tax reforms aim Theldea is: notongmalbutwhat thebureaucratic side that are not
to shrink Refurb: ial”
gas i d quality — concerns which

https: //dlgltal ollvesoftware com/oI|ve/odn/fta3|a/pr|ntpages aspx’7doc FTA%2F2022%2F11%2F22&ts 20221121202752&uq=20221117085301



2022/11/22 21:05

‘Eco-social tax

Incentives

Cash dividends and
allowances are among
measures to cut carbon
emissions, says Kit Gillet

arlier this year, the Austrian
government began rolling out

its long-awaited “eco-social”

tax reform programme —

part a plan to reduce green-

house gas emissions tonetzero by 2040.
Although the current economic land-
scape, scarred by the war in Ukraine,

All pages from Financial Times (Asia), Tuesday, November 22, 2022

tonet U d d [19
zero by 2040 fr ics. Each item
el comes witha 30-day trial period,anda o by Refurbed because we believe
12-monthwarranty. The companysays .4 raycing products that are already
;;gl‘:tu;;(y)fessionalreﬁubishers—“u there makes a lot of sense
and d meet it:
standards. It incentivises high-quality
‘work by giving higher margins to the
merchantsthat consistently get the best
ratings from customers.
. those customers get to buy
devices such asiPhones and Microsoft
laptopsfor a fraction of their retail
price. Refurbed also pushesits
ecological credentials hard: new
smartphonesare carbon intensive to
price”, inister Ger- and vehicles, hile, can of €1mn, in ac toanew k d contai that For now, theseare aninconvenience
not Bliimel said at the time. also receive financial support, while investment tax creditof 10 percent. requ.lrerareearth mmem]smmedm ratherthan aserious: nnped]menL
Revenues from the CO, tax are  money is being made available for the However, the fact that these often hi;
intended to ﬂcmbackml.he po]m]atmn, phasing out of oil and gas heating in pri-  are capped at €1mn a year limits their | circumstances. Ref\lrbed will comlnuetu expand
and to the 1, with res- h impact, says Fuhrmann. “They’re going “We fundamentally believe we have rapidly, evenin a challenging economy.
idents receiving a cash dividend In September, inareview of the Aus-  toneed toraiseit,” she says, addingthat | tochange the way we consume asa “Im.hecurrent macm ermronment,
depending on their place of residency  trian economy, the IMF wrote that this  there are also now “lots of other subsi- | society,” says Windischhofer. peop more
and their access to public transport.  eco-social reform wasanimportantstep  dies given to companies if they are going can be a major for  pri yoneis wanting
Residents of more rural areas w1ll in the country’s green transition, while tu [make] greenmvestmems especially | that. And ﬂlat swh'/we built Refurbed. u)save mcmeyr]ght now,” heargues,
ive up to €200 a year, whil isi inst i i d-based reusing inginflation and soaring
urban centres will receive €100, witha  compensation above the medium-term Fullnmmn says many jiesin | pros Ireadytheremakesa  energyprices.
bonus for those with children. carben neutrality objective. Austria are already investing in green | lotofsense.” “But people can’t cut electronicsout
For this year, the regional cli- Evenso, many feel that the measures suluhuns to limit their exposure to The 33-year-oldleft consultancy firm  of their lives. We can’t live without
mate bonus was raised to €250, inaddi-  are iti with car- ing energy prices, rather thanin | McKinsey and founded Refurbed in smartphones. So Refurbed is
tion to €250 asan inflation bonus, given  bon prices too luw to have any signifi-  responsetogovernment measures. 2017 with fellow AustriansKilian increasingly the best solution because
the current economic climate. cantimpact. Also stamng Llns year, sel.f produced | Kaminski, formerhead of. A.mamns we are cheaper, we have high quality,
At the same time, the government is “The Greens are inthe federalgovern-  and will | refurbished productsp and high convenience.”
preparing an investment allowance of —mentfor thefirsttime, and thiswaskind  beexempt h'ﬂml.he electricity tax with- | Germany, and Jiirgen Riedl, a software “people realise that they don’t need to

pushed back the start date by three
months, the measures came into effect
on October 1, marking an important
moment for the country and its ruling
coalition of the dominant conservative
Austrian People’s party and the Greens.
The tax changes, shaped by a commit-
ment to a green transition, are the sec-
ond stage of an eco-social reform
agenda,
duced in 2020. And, while many of the
measures are aimed at households, the
government is also trying to incentivise
businesses to gogreen.
Akey component of the reforms is the
mtmduchun ofataxuncarbun dioxide
i aimed at pu

intro-

and industries into a switch to renewa-
ble fuels.

In October 2021, the government
announced that, under this emissions
measure, CO, would initially be taxed at
€30 per tonne, starting in July 2022,
gradually rising to €55a tonne by 2025.
“We have united to give carbon dioxide

up to €350mn to help businesses
improve energy efficiency, while estab-
lishing a hardship scheme to avoid
penalising emission-intensive indus-
tries that rely on competitive pricing

withinternational ri
Companies investing in |
(13

After lengthy negotiations, they
agreed on a rather, | would say,
not very ambitious price path

Margit Schratzenstaller

L) S

of their prestige project,” says Margit
schratzenstaller, an economist at the
‘Vienna-based Economic Research Insti-
tute. “The People’s party is not really
a fan of environmental taxes. After
lengthy negotiations, they agreed

out limits, while the government is set
to lower the corporate tax rate gradu-
ally from 25 per cent today to 23 per
centin2024. Still, believe that the

eco-social tax agenda has so far been
aimed primarily at households rather

engineer and entrepreneur. buy anew iPhone 14 for more than
The company has raised more than €1,000if they can buy aniPhone11
Cmmmeqmwﬁnancmgsu far,intwo  fromus, whichisavery similar product,
rounds. market for iple of hundred.”
is German-speaking Europe, but Refurbed is now looking to expand

itisalsoaleading platfurmm Denmark,

beyond high-end electronics. Itis

on arather, Twould say, not very ambi-  than companies — with individualsnot | Ireland and sweden.

tiousprice path.” only receiving the cash dividend but says Lhesme hasnaw old andh ds 1l scootersand
Karin Fuhrmann, a partner at tax  also seeing income tax rates dropp morethana e-bikes. Eventually, Windischhofer

advisers TPA in Austria and an expert  from 35 to 30 per cent for those earning “For acompany likeus, Europe is says, the platform will expand into

on energy projects and sustainable between €18,000 and €31,000, and | great, because you have a popular sportsequipment, and he hopes, after

‘buildings, says the du'emon is correct,  abouttodrop from 42to40percentfor | mindsettowardssustainability that, fashion.

but be done p those earning €31,000 to €60,000. thatis far ahead of any other He dismissesthe notion that a titan

niestoinvestin going green faster. Thomas Hofer, a p. political intheworld,” says like Amazon could do the same thing
“We do have in Austria tax i i 1 says that the busi: indischk inability is d 1l peti

for companies, [an] investment subsidy ~ related case for Austria’s eco-social tax | probablytheonlyindustry where “Amazon always pushesnew

that means that, from an investment  reforms has not yet been sufficiently | Europeisaworldleader.” products,” he says. “They make much

‘you make as a company, you can offset  stressed. “I think there’s still room for Austria hasproved tobe anidealhub,  more money with new products than

an additional 10 to 15 per cent . . . from
atax perspective,” Fuhrmann says. She
is referring to a new measure that comes
into effect next year and allows compa-
nies to deduct 5 per cent of their invest-
ments in ecological initiatives, up to a

that,” he argues. “But, so far, at least
when it comes to public communica-
tion, the government has been concen-
trating more on households rather than
the companies. In terms of business, I
think thisis still the missing link.”

he adds. Just over half of the workforce
alsolive in Vienna.

with refurbished products . . . And,
from aconsumer point of view, if you

“Wehadeasyaumwearlystage wantu)dothenghtﬂlu]g ifyou
capital here; wanttob theworld, thenit's
good early- Stageemplnyees . and I.he quitehard to [reconcile] that with the
grants we were able to get were really brand of Amazon.”

Silent champions at the core of global semiconductor chipmaking

Technology

Austrian companies produce
the high-tech tools to make
the chips, says Sam Jones

commentator in a recent note. “Despite
this lack of notoriety, Austria’s [EVG and
IMS] are quietly critical for all advanced
semiconductor manufacturing . . . inan
age where semiconductors are highly
politicised between the [US] and China,
wefindith that Austria could

Ensuring the security of semiconductor
chip supplies is now one of the EU’s big-
gest strategic and economic objectives.
And Austria— one of the union’s smaller
member states — is already home to two
of the most important, if unsung, com-
panies in the entire global supply chain.
IMS Nanofabrication, in Vienna’s
southern suburbs, and EV Group, nerth
of Salzburg, do not make chips them-
selves. Rather, they fabricate equip-
ment that is essential for the companies
that do — including chip giants, such as
Intelinthe USand Taiwan’s TSMC.

single-handedly bring the semiconduc-
torsupplychain . . . toitsknees.”

In Patel’s analysis, Austria has an 82
per cent market share in wafer bonding
and a 95 per cent market share in the
manufacturing of multi-beam mask
writers. Without these, the chips used in
everything from flash drives to phone
cameras could not be made. For the next
generation of even smaller, advanced
chips, these Austrian technologies are
settobecome still more important.

“As pioneersin thisfield, we dominate
the market for wafer bonding systems
and enable many ‘More-than-Moore’

“Austria isnot known for
tors and is rarely discussed in supply
chain security and geopolitics,” wrote
Dylan Patel, an industry consultant and

an
EVG'sClemens S::hutre director of mar-
keting for the privately uwned com-
pany. More-than-Moorei:

h lications.” says

the next generation of chips that will
‘break the rule formulated by Intel co-
founder Gordon Moore in 1965, which
‘was that the number of transistors ona

to make chips. It accounts for about
four-fifths of global prods

The EU Chips Act, put forward by the
ion in February, aims to

IMS Nanofabrication makes multi-
beam mask writers: machines that

chip would double every two years. effectively create nano-sized stencils
“[We are] firmly rooted in Aus- through whlch chip m.mmrylsprmted
tria. .. there’sa ioni 1MS at

of universities, technical colleges and
other educational institutions in the
region and across the border that [pro-
vide specialists],” Schiitte says. Good
quality of life also means “young people
don’t have to look elsewhere if they want
‘to work in a high-tech environment and
help shape the future of electronics”.

IMS and EVG exemplify Austria’s
“hidden champions”: midsized busi-
nesses, often without glamour or public
prominence, that are global leaders in
‘what they do. Austria has an estimated
199 of them — successful niche busi-
nesses that are the backbone of its man-
ufacturingand research economy.

EVG specialises in equipment for
‘wafer bonding — the precise process by

hich sheets of silicon wafer are bond

industry standard-setting speeds and
levels of detail. Such

increase Europe’s share of the global
semiconductor production market
from 10 to 20 per cent. The European
Commission estimates that about
€43Im in public lunding is due tobe

currently, Europe’s semiconductor
manufacturing capacity is geared to
older, less sophisticated types of chip. So,
if Europe wants to compete, it will have
to steal a march on global rivals in cut-
ting edge areas of chip miniaturisation.
That will mean focusing untedmulugles

of IMS products that Intel bought the

thathelp to develop chi B

tance h eightyears.  nanometre level, cumpaled with the
“what the Chips Act contains isa  10- 12 nm chips widely used now.
pledge fur igni —to Countri h as Austria
ication and  get pi ion to Europe, and also to  ing, says Timmers, because they are

company in 2016 after yearsof close co-
(v

Imel didnot. oomment forthisarticle).
In Europe, the race is now on to
strengthen and build on such expertise.

‘We find it humorous

that Austria could
single-handedly bring the
semiconductor supply
chain ... foits knees’

support smaller companies in particu-
lar, because risk capital in this field just
isn’t widely available,” says Paul Tim-
mers, research associate at the Oxford
Internet Institute.

“It will be achieved through a combi-
nation of measures — they are counting
on national funding being available, and
European funding, which will be both
direct subsidies for businesses but also

‘to make i condi-

already doing valuable research in aca-

for such work. Austria, for example, has
strong credentials in quantum technol-
ogies. The ministry of finance unveiled a
€107mn package to support develop-
ment of this last year though its “Quan-
tum Austria” programme, to which the
EU will also contribute.
“until now, Europe has been strongin
d d research, but it's been less

tionsasfavourable as possible,” headds.
The focusis alsolikely to be on innova-
tive areas of research and production.

strong in getting it to the market,” says
Timmers. “That’s something that will
need to change.”
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