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FTX chiefran
crypto group
as his fiefdom,
court hears

@ Disclosures from bankruptcy probe
@ Bankman-Fried spending revealed

TABBY KINDER — SAN FRANCISCO

FTX founder Sam Bankman-Fried ran
the cryptocurrency exchange as his
“personal fiefdlom” before itsimplosion,
according to a lawyer working on the
bankruptcy, with “substantial amounts
of money” spent on items unrelated to
the business such as holiday homes in
the Bahamas.

“We have witnessed one of the most
abrupt and difficult collapses in the his-
tory of corporate America,” James
Bromley of Sullivan & Cromwell told a
Us court yesterday. He added that bank-
ruptcy p dings had “allowed every-
one for the first time to see under the
covers and recognise the emperor had
noclothes”

FTX filed for US bankruptcy protec-
tion on November 11 as its customers
fled and executives discovered billions
ofdollarsin missing funds, exacerbating
turmoil in cryptocurrency markets.

The team of lawyers charged with
winding down FTX is attempting to
identify a complex web of assetsin order
to repay creditors. The case has been
marked by allegations of misconduct
and major governance failures, as well
as a jurisdictional dispute between the
US and the Bahamas, where FTX’s small
inner circle ran the business.

Bromley said the bankruptcy team

senior executives” of FTX, he said. The
Alameda hedge fund also appeared to
have used FTX funds to make billions of
dollars of illiquid venture investments
in funds such as Sequoia Capital and
companies like Elon Musk’s SpaceX and
Boring Company.

FTX filed for protection following an
“effective run on the bank”, Bromley
said, after rival exchange Binance
moved to liquidate its FTT tokens, the
cryptocurrency issued by FTX. The
token lost 80 per cent of its value in two
days, tumbling from a peak of $9.6bn in
total market value to just $422mn.

Bromley also revealed that lawyers
working on the bankruptcy would
probe a transaction last year between
FTX and Binance. The rival exchange
run by Changpeng zhao divested an
equity stake in FTX for around $2.1bnin
cash and cryptocurrencies.

FTX is now led by new chief executive
and chief restructuring officer john J
RayIIlL.

Bromley added that the company was
working with the US government and
global regulators, including the justice
department and Securities and
Exchange Commission.

Prosecutors working with the justice
department’s Southern District of New
York and the Financial Crimes Investi-
gation Branch of Bahamas have

‘had found that funds” were
transferred from th h; toBank-

two separate criminal probes
doa b

man-Fried’s crypto hedge fund
ed d ial

Alist of the 20 la(gestc;'editurs inthe
FTX il

Alameda h ane
amounts of money were spent on things
notrelated tothe business”.

This included around $300mn of real
estate in the Bahamas that were “homes
and vacation properties used by the

has been sealed by the
court. But US bankruptcy judge john
Dorsey told lawyers to disclose names of
people and entities on the creditors’
committee, likely to include institu-
tional investors with stakesin FTX.
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Suppression strategy Lockdowns return as
China struggles with new Covid outbreaks

Kevin Frayes/Getty Images

among vul sections of China’s

anemptyroad in Beijing’s business dis-
trict during rush hour yesterday.

Chinese officials have once again
locked down large parts of the country
as they struggle to contain the latest
outbreak of coronavirus.

In stark contrast to more developed
countries, which have largely learnt to
live with Covid-19, China is still trying
to suppress the virus. In a bid to bring

have closed restaurants, switched
schools to online studies and asked
people to once more work from home.
The country yesterday reported
almost 28,000 new cases, with out-

population lag behind those in many
other countries. Despite recent revi-
sions to its strategy, Beijing has said it
will stick to its strict zero tolerance pol-
icy, with mandatory testing, quaran-
tines and lockd,

‘breaks in Beijing, the southern manu-
facturing hub of Guangzhou and the
south-western city of I i

Hong Kong loses out page 3

Almost three years after Covid first
‘it the city of Wuhan, vaccinationrates

Covid surge page 4
Zero-Covid winners page 10
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» Kremlin issues fresh
threat to cut Europe’s gas
Moscow has threatened to restrict
supplies to Europe via the last
remaining route from as early as
next week.— PAGE 2; FT VIEW, PAGE 16;
CONSTANZE STELZENMOLLER, PAGE 17

» Top ESG funds lose rating
European asset managers have
decided to downgrade ESG funds
badged with the top sustainability
rating after regulatory scrutiny
and greenwashing claims.— PAGE 6

» More time for Trump spac
Investors have extended until
September the deal deadline fora
blank-cheque group that plans to
take Donald Trump’s media
business public.— Pace 8

» Twitter revamp put back
Elon Musk has postponed the
relaunch of Twitter Blue, the
authenticity feature, until there is
a “high confidence of stopping
impersonation”.— PAGE 6

» Iran boosts enrichment
Tehran has said it will expand its
nuclear enrichment programme,
in a rebuke to a UN watchdog that
suggested that the country had
undeclared nuclear sites.— PAGE &

» Hong Kong loses lustre
The city haslost its title ashome
to the highest retail rents to New
York, after pandemic recovery
was hit by new Covid curbs that
deterred visitors.— PAGE S
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Presidential plunge

% of voters backing a 2024
White House bid
70
Trump
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Biden,
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Source: Morning Consult
Voter support for 2024 presidential runs
has slumped recently for both Joe Biden
and Donald Trump. Republicans have
sought to distance themselves from
Trump amid his backing for controversial
candidates in the US midterm elections

Surging migrant numbers
test European consensus

Only Russia will perform worse than
the UK in next 2 years, OECD warns

DELPHINE STRAUSS — LONDON

The UK economy is set to be the worst
performer in the G20 bar Russia over
the next two years, the OECD said yes-
terday, underlining the impact of high
energy prices on Europe asawhole.

talak

notingthat short 1d

forge post- ial relations
with the rest of the world, with “trade
deals that you need to export and so on
‘highonthe agenda”.

The UK is the only country in the G7
‘where output has not yet regained its
pre-pandemic levels. Britain’s Office for

“force firms into a more permanent
reduction in their operating capacity or
pushupwage inflation further”.

More generally, the OECD said the
world economy was “reeling” from the
largest energy shock since the 1970s.

The OECD said in its latest Budget Resp ility said last week  According to its latest forecasts, growth
Analysls » PAGE2 forecasts that UK gross domesticprod-  thathousehold: facingthesteep in almost every large economy was set
uct would fall 0.4 per centin 2023and  fallinliving standards on record asthe  to be weaker next year than it had
rise 0.2 per cent in 2024. Thatwouldbe  economy entered recession. thought in june, as high inflation
Australia D | alonger and deeper downturn than the The OECD said business lashed le’s spending power.
China. rMB30 | forecast for Germany, whose f: ‘was starti from “a period of The OECD expected growth next year
HongKong HKSSS | turing-intensive economy is particu-  deterioration driven by policy uncer-  of just 0.5 per cent in the US and euro-
India Rup20 | larly g prices. tainty” — an allusion to the hastily  zone, with Germany entering recession,
Indonesia Rp45000 In an apparent reference to Brexit, reversed “mini” Budget under former  and the more resilient emerging nations
Japan ¥650GneCD) | Alvaro Santos Pereira, OECD acting UK prime minister Liz Truss. Butitsaid  drivingglobal expansion of2.2 per cent.
Kines = WAS00 | chief economist, said the economic “lingering uncertainty”, combined with “Fighting inflation has to be our top
:i;";"" n::’;? j under way in the UK had  higher costs of capital, would continue  priority,” said Santos Pereira, arguing
Priippines e p ded 1 ding concerns  to weigh on UK business investment.  that governments needed to scale back
e SsE80Gncesn | about the country’s low productivity The risks to the UK’s poor outlook  untargeted fiscal support that was add-
T NTeo | growth. Hesingled out Britain'sneedto  were “considerable”, the OECD said,  ingtoinflationary pressures.
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INTERNATIONAL

Russia threatens further gas cuts to Europe

Gazprom monopoly
accuses Ukraine of taking
fuel meant for Moldova

DAVID SHEPPARD — LONDON
ROMAN OLEARCHYK — KYIV
ALICE HANCOCK — BRUSSELS
Russia has threatened to restrict gas
supplies to western Europe through the
only pipeline still connecting the
regions, warning that it could lower
flows through Ukraine from next week.
Gazprom, the Russian gas monopoly,
accused Ukraine yesterday of taking gas
meant for Moldova from lines running
through the country, and warned of
reduced supplies from November 28.

While the Russian flows to Moldova
make up only a small percentage of
those transiting Ukraine, any threat to
the last remaining pipeline to western
Europe is likely to unsettle energy mar-
kets as winter deepens. Traders believe
Europe needs more than the gas it holds
in storage to meetdemand.

Tom Marzec-Manser of energy con-
sultancy ICIS said that while Gazprom’s
threat was, for now, only to volumes
going to Moldova via Ukraine, traders
were likely to worry it could be the pre-

Russia could threaten the remaining
ﬂnws to western Europe via Ukraine
id.

The latest threat came as the Euro-
pean Cummlssmn proposed a cap on

inter,” Marz saic

‘Weveseenmthe past that small cuts
in supply can become bigger cuts very
quickly, and Europe is not out of the
‘woods yet in terms of gas supplies dur-
ingthe coldestmonths.”

Russia has been accused of “weapon-
ising” gas supplies to Furope in retalia-
tion for western support for Ukraine.
Since Moscow’s ion it has closed all

prices in an effort to con-
tain energy costs. The cap was set at
€275 per megawatt hour. However, it
will apply only if prices rise above that
level for two weeks and are more than
€58 per MWh higher than the average
price for liquefied natural gas for 10
days. “This is not a silver bullet,” EU
energy commissioner Kadri Simson said

but one pipeline to western Europe,

cursor to further cuts. Larg le Rus-
sian supply reductions have often origi-
nated with threats to reduce volumes by
asmallamountinitially.

“The industry has long feared that

P:
as Nord Stream 1. Supplies have been
slashed to little more than 10 per cent of
the level before the war, stoking a cost of
living crisis across the continent.

asshe d the policy
“But [it] provides a powerful tool that
we canuse when we need it.”

However, critics labelled the plan
almost useless. Wholesale gas prices
spiked above €300 per MWh, the equiv-
alent of more than $500 a barrel in oil

terms, over the summer after Russia cut
supplies through Nord Stream 1. Even in
that instance, the cap would not have
been triggered as prices remained above
€275 per MWh for onlya week.

“It’s a joke . . . It is a proposal that
won't deliver anyﬂung useful for any-
one even under the extreme scenario
seen in August. This is a non-cap,” said
Simone Tagliapietra, senior fellow at

Ukrainians
told power
outages likely
to persist

for months

CHRISTOPHER MILLER — KYIV.
HENRY FOY AND SAM FLEMING

BRUSSELS
Brussels think-tank Bruegel.

“ItseriouslyTi: trust | Ukrainians have been warned that roll-
inth ission about the handling of black ill continue for months,
theenergy crisis.” and president Volodymyr Zelenskyy

The European gas benchmark, TTF,
rose more than 8 per cent yesterday to
€124.50 amegawatt hour.

See The FT View and Opinion

has said people are consuming more
electricity than is available.

“Ukraine’s power system still has not
fu]]y recuvemd from the . . . [Russian]
ikes and. Cannutuperme atfull

Arrivals rise with end of Covid

curbs, adding to pressures from

Ukraine war displacement

SAM FLEMING — BRUSSELS
GUY CHAZAN — BERLIN

It took Shafiullah Sadat almost 10
months to reach Belgium from Afghani-
stan, which he fled fearing Taliban per-
secution. His fate smce lodg‘mg hls

£

been to join the swelling ranks of Lhou-
sands of homeless migrants in Brussels.
“Everywhere I go there are people
sleeping onthe streets,” said the 27-year-
old, who has been living rough near the
so-called Petit-Chiteau, the federal
authority in charge of refugee reception.
“Inever imagined it would be so hard.”
The number of asylum applications is
growing across Europe. As of August,
applications in the EU, plus Norway,
Switzerland, Iceland and Liechtenstein,
were up 58 per cent this year compared
wltthe samepermd m2021 0 578,875,

The surge, which is thought partly to
reflect the easing of Covid-era travel
curbs, is on top of the arrival of millions
of Ukrainian refugees, whose applica-
tions are dealt with under a separate
system. When those fleeing Russia’s
invasion are counted, the number seek-
ing protection in Germany alone is
1.1mn, justshort of the total that arrived
during the 2015-16 Syrianrefugee crisis.

The influx is stoking fears of a repeat
of the divisions between EU member
states six years ago over burden-sharing
and asylum policy and is placing strains
oncities seeking to house the arrivals.

Tents and sleeping bags have become
a common sight along the canal in cen-
tral Brussels, as well as in underpasses
and railway stations, as some asylum
seekers are forced to wait months for
shelter after lodging applications.

“The reception system is completely
overwhelmed,” said David Vogel of
Médecins Sans Frontiéres, the health
charity, in Belgium.

Poor health conditions, including out-
breaks of scabies and diphtheria, have
prompted MSF to take the unprece-
dented step of setting up an emergency
clinic outside the government building
in Brussels that processes applications,
where earlier this month, Vogel des-
cribed the medical situation as “dire”.

In Germany, towns are rushing to set

Refugees. Asylum claims

Europe struggles with fresh migrant influx

of German

Displaced: up shelters and convert gyms and hos-
Afghan relugees tels. Helmut Dedy, head of the Deutsche
await p the

at Ramsmin air Cities and Towns, said this month: “The
base in Germany  absorption capacity in many cities is
in 2021 —civier

Douliery/AFPYGerty Images:

exhausted.” Municipalities were run-
ning out of school places and “integra-
tion courses” for adults, he added.

Migrant routes into the EU
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Berlin said its shelters were all full to
bursting, with 1,600 asylum seekers and
1,200 Ukrainian refugees still waiting
for places. It is planning to pitch tents,
each able to house 400, in the former
Tegel and Tempelhof airports.

Lioba Hebauer of the Federal Migra-
tion and Refugees Agency, linked the
rising numbers to political and eco-
nomic pressures in host countries as
well as the “catch-up effects” of Covid-
related restrictionsbeinglifted.

The bleak reception for many con-
trasts with the EU’s handling of the
influx of Ukrainian refugees earlier this
year. While members were praised for
their rapid response to the millions who
fled Russian president Vladimir Putin’s
invasion, tensions over migration have
begunto spill over at an EUlevel again.

Giorgia Meloni, Italy’s rightwing
prime minister, who refused tolet a ship
of 231 migrants rescued from the Medi-
terranean dock at an Italian port, has
depicted unchecked irregular migration
from Africaand Asiaas athreat.

She has complained it is unfair for
Italy to bear the burden of accommo-
dating and processing the asylum seek-
ers, when for many of them, the country

‘Given the
high influx
of refugees
we have to
admit that
‘we are
hitting our
operational
limits’

is simply a gateway to the rest of Europe.
The European Commission yesterday
outlined a plan to reduce “irregular and
unsafe migration” ahead of a meeting of
home affairs ministers on Friday.

Meanwhile, the Belgian government
is subject to two rulings from the Euro-
pean Court of Human Rights over its
failure to provide accommodation.

“We will do everything in our power
‘to fulfil our international obligations to
operationalise emergency shelter as
soon as possible to offer protection to
those in need, but given the high influx
of refugees we have to admit we are hit-
ting our operational limits,” said an offi-
cial for Nicole de Moor, Belgian secre-
tary of state for asylum and migration.

Belgium was dealing with “excep-
tional circumstances”, she added, in-
cluding a shortage of personnel to staff
the housing centres for asylum appli-
cants, a lack of suitable accommoda-
tion, and local autherities’ reluctance to
open centres, given the need to house
60,000 Ukrainian refugees.

Fedasil, the government agency for
asylum seekers, said the country was
trying to bolster capacity, i

capacity,” said Ukrenergo, an electricity
group, warning of further blackouts.

About half of Ukraine’s generating
capacity has been disabled in six weeks
of Russian missile and drone attacks as.
the countryheads intowinter.

Authorities in Ukraine said last week
that more than 10mn people, or about a
quarter of the population, were without
power after the Russian attacks.

Zelenskyy appealed to regional
authorities and local communities to
encourage people to reduce their use of
energy.

Concern over howto maintain a func-
tioning grid has been growing as EU offi-
cials said the bloc was strugglingto
pace with Kyiv's need for supplies of
equipment togenerate power.

“We are in continuous touch with the
[European] Commission and other
member states to provide as much sup-
portas possible [to Kyiv],” said a senior
EU diplomat involved in efforts to sup-
ply Ukraine with critical infrastructure.

“But each week it gets more and more
difficult to find the equipment that is
needed, given thesituation as it is devel-
oping”

One domestic energy company
warned that outages will probably last
through the winter. Sergey Kovalenko,
chief executive of Yasno, a power pro-
vider, said: “Ukrainians will most likely
have to live with blackouts until at least

theend of March.”
The best-case scenario, said Kova-
luding by | lenko, tion of Russian attacks

opening two temporary reception cen-
tres to house 500 each. The Brussels
region plans to add 1,200 emergency
reception places inside its network of
homelessshelters, it said.

However, Voyaach Helpdesk, a pro-
bono legal aid initiative of law firms,
estimates that at least 4,000 asylum
seekersin Belgium need shelter.

Cécile Ghymers, a lawyer with law
firm DNH Legal, who represents young
asylum seekers, said that given the pau-
city of accommeodation available, even
children, traditionally given top prior-
ity, were sleeping rough. Registered asy-
lum seekers have a legal right to accom-
modation no matter their age, she said,
but “it’s dramatic and dangerous for
childrentobe on the street”.

One morning earlier this month, Bel-
gian police dispersed scores of people
‘who had slept outside the immigration
centre in a bid to start their claims for
international protection. Within min-
utes they were queueing again as they
prepared for another overnight wait.

“You can feel the stress,” said Nathan
Torrini, director at Serve the City, a
charity that offers breakfast to asylum
seekers. “The government showed with
the Ukrainian refugees that there’s a
better way than this.”

Additional reporting from Amy Kazmin in
Rome

on Ukraine’s energy infrastructure and
conditions in which the “power deficit
can be evenly distributed throughout
the country”.

However, if Russia continued with its
missile and drone strikes on the power
grid, Ukraine “will have to use not only
hourly stabilisation shutdowns, but also
emergency shutdowns, during which
there may be no light for a very long
time”, he said.

The EU diplomat said: “The contin-
ued bombardment of Ukraine’s energy
sector has led to the destruction of key
infrastructure. We need to mobilise
more member states.”

The commission has in recent months.
been working with member states to
channel donations of power-generating
equipment by governments and private
sector companies in response to
requests from Kyiv.

Donations since early October
included 184 electricity generators and
more than 800 pieces of equipment to
repair lines damaged by Russia, includ-
ing high-voltage transformers and weld-
ing equipment, the commission said.

The number and length of power out-
ages across the country have increased
as temperatures plunged below zero
and the first snow fell in several regions.
Additional reporting by Sam Fleming in
Brussels
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HENRY FOY — BRUSSELS

Kosovo has bowed to US pressure and
agreed to continue talks with Serbia, as
‘western concern grows over Pristina’s
plan to crack down on ethnic Serbs who
refuse toaccept its jurisdiction.

Thousands of ethnic Serbs have refused
‘to switch Belgrade-issued l.lcence plates

N

fired shots at Kosovo police. A summit
in Brussels to resolve the plates issue
ended on Monday without a compro-
mise, a failure EU foreign policy chief

find a solution during the next two
days™.

The growing antagonism and lack ofa
peace deal is hampering the Balkan

Josep Borrell mostly d onKosovo.
Serbian president Aleksandar Vucic
was ready to stop issuing and renewing
licence plates in Kosovo, but Kurti
refused to delay fines issued to ethnic

Serbian drivers, diplomats said.
€D rth b Fll mnannncthilite: frn tha

jointhe EU.
The EU statement marked a shift in
tone by directly criticising Kurti. Vugi¢
has clashed with EU leaders for his
hardline stance towards Kosovo and his

ties with Russian president Vladimir
Tatin bt ha laft Mandaso tallo

Kosovo delays crackdown on Serbian car plates after US drive

Kurti said he saw the licence plate
deal as inalienable from a broader pro-
posal by France and Germany that has
been adopted by the EU. The plan for a
lasting peace deal contained language
that acknowledged an independent
Kosovo entity, but Kurti complained
thatthe EU abandoned that proposal.

“This [deal] is not acceptable if it is
not accompanied by what we were in-
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‘with the tensions threatening to under-
mine stability in the western Balkans.

Brussels, the main negotiator in the
stand-off, is becoming increasingly anx-
ious over the potential fallout should
Kosovo prime minister Albin Kurti keep
opposing acompromise deal.

“They are playing with fire,” pointed
out one EU diplomat. “We cannot allow
for another crisis in Europe. It cannot
‘happen.”
Kosovo declared ind in

4.

DL UTar 1 1 CopULBILILY 1L wIT
failure of the talks today and for any
escalation and violence that might
occur,” Borrell said. “We put forward a
proposal that Vuci¢ accepted today
while Kurtididnot . . . This sendsavery
negative political signal.”

Asyesterday’s 8am deadline for when
Kosovo was set to start imposing fines
on non-compliant drivers loomed, the
US expressed disappointment and
asked Kurti to delay the deadline by 48
h

2008, a move recognised by most west-
ern nations, but Belgrade still considers
its former province part of Serbia and
issues Kosovo Serbs IDs and licence
plates among other services. Serbs in
Kosovo have erected barricades in pro-
test several times in recent years and

for

Ned Price for the state department
said Kurti and Vuéié “will need to make
concessions to ensure that we do not
jeopardise decades of hard-won peace in
an already fragile region”.

Kurti tweeted yesterday he was
“happy to work with the US and EU to

* FINANCIAL TIMES
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appearing the more conciliatory. gently commit to a final agreement for

“We acted ibly and rati full normali of relations. In the

believing it is terribly important to do  proposal they brought . . . there was

our best,” Vugi¢ said. even a deadline of March 2023. Borrell
practically gave up on this deadline.”

Cover-up: a Kosovo car’s registration
plate is covered with a Serbian sticker

Brussels disputed Kurti’s comments.
“Every allegation that the EU is giving
up on its proposal on normalisation of
relations between Kosovo and Serbia is
nottrue,” the EUsaid yesterday.

“The EU continues to fully support
this proposal and encourages parties to
agree on the text once they are ready to
prove to the international community
that they are ready to move towards a
European solution.”

Nato secretary-general Jens Stolten-
berg warned against any escalation.
Nato has 3,700 UN troopsin Kosovo.

INTERNATIONAL

Football takes centre stage as Qatar
battles World Cup teething troubles

Action on the pitch has distracted from high-profile logistical problems that have delayed fans

JOSH NOBLE — DOHA

It was day three of the Qatar World Cup
before the first real talking point
emerged — at least when it comes to the
football. Argentina, second favourites
for the tournament, suffered a humiliat-
ing defeat against Saudi Arabia, one of
the lowest ranked teams.

“We expected to lose three or four to
zero,” said Thamer Jamal, a Saudi chem-
ist who with his brother had driven over
the border to watch the game in Doha.
“Those last few minutes” — with the
saudis holding a precarious 2-1lead —
“I've never been stressed like this in my
life”

Unable to secure tickets for yester-
day’s game, the pair made their way to
Fifa’s official fan festival, held ona patch
of opentarmacb Doha’s seafre
and the skyscrapers of West Bay. A few
thousand spectators had gathered for
the lunchtime kick-off, i Asian

and food stalls. During the opening
game, the festival attracted such a
crowd that riot police were deployed to
helpkeep control.

Butnot everyone hasbeeni

only after 7pm, and at a few other loca-

tions in the city, such as five-star hotels.
There have been some high-profile
ea.rly luglstlcal problems. The digital
ran into trouble ahead

with what Qatar has to offer visitors.
“T've been to a lot of fan fests, and this is
pretty quiet,” said Robert Kennedy, a Us
marketing executive who has been to
sixof the past seven World Cups.

“In Brazil, we went to the Amazon,
and in South Africa, we went to a game
reserve. It’s early days, but it’s just not
thesame,” he added.

The atmosphere was one of the chief
concerns ahead of the tournament, with
many worried that high prices, limited
public space and a lack of alcohol would
also stymie the carnival feeling of a tra-
ditional World Cup.

The football vibe, surprisingly, can be
found on Doha’s gleaming new Metro
system, where fans from all 32 countries

of England’s opening fixture against
Iran, resulting in thousands of ticket

Germany
Sponsor pulls out over
Fifa’s armband stance

‘German retailer Rewe Group
its with the

‘"holders missing kick-off. The pi
recurred later on Monday when Wales
faced the US. Fifa said it was “working
onsolving theissue”, and advised fans to
seek support outside match venues.
Some Wales fans also complained
after security guards demanded they
remove rainbow-coloured hats, a
reminder of the sensitivity around
LGBT rights in Qatar. The former Welsh
international footballer Laura McAl-
lister said she had been told to take off
her rainbow hat because it was a
“banned symbol”. She told ITV news:
They insi that wetook
it off we weren’t going to be allowed into
dium.”

h

can rub shoulders and exch stories

migrant workers wearing blue and

white replica Argentina shirts embla-

zoned with the name of that coun-

try’s star player, Lionel Messi.

They would leave disap-
inted.

The festival is meant to
be a focal point for those
visiting Qatar but not
attending matches —and a
chance to address the pre-tour-
nament complaint that this
World Cup, held in a country
with no football tradition, would
belacking in atmosphere.

The open venue, which can
hold 40,000 people, mixes
game screenings with 4%
musical performances £

as they shuttle to and from matches.
Unlike all previous World Cups, every

Earlier that day, a host of European
‘teams had been forced to ditch plans to

country’s football association
yesterday after Fifa was accused of
barring the wearing of rainbow-
themed armbands at the Qafar
World Cup.

The supermarket chain called the
stance by the sport's governing
body “scandalous” after European
‘teams including Germany ditched
plans to wear the “One Love™
armbands promoting inclusion,
citing pressure from Fifa.
Homosexuality is illegal in Qatar
and Fifa made if clear thaf captfains
would receive yellow cards for
wearing unapproved armbands.

“Fifa's scandalous stance is
tofally unacceptable fo me as the

game at Qatar 2022 istaking place ~ wear rainbow-themed armbands dur- CEO of a diverse company and as a
in Lhe environs of one city, ing their opemng fixtures following football fan,” Rewe said.
densingafanbase threatsof p for players from The German Football Assoclation
Lhal would typically be Fifa. and Fifa did not respond to
spread out over thousands Ashley Brown from the Football Sup- requests for comment.
of miles. porters’ Association, which represents Rewe said if had planned fo end
The last-minute deci- England and Wales fans at the tourna- its partnership when its term
i ' sionbytheorganiserstoban  ment, said the opening few days had concluded at the end of this year,
‘b | beer sales in fan zones out-  been “positive overall”. Most fans had but had moved fo suspend the
side stadiums — announced ~ “settled in pretty well”, with transpurl agreement in light of Fifa's
! 48 hours before Sunday’s  running smoothly and on player
opening game — has made  generallyup toscratch. It said it “feels called upon to
already limited access to Ticket problems were concerning, he clearly distance itself from Fifa's

alcohol even more
Testricted. Fans can
still buy beer at the
fan festival, but

said, but should be resolved once the
technical issues had been addressed.
The thing that may not improve is the
general feel of the tournament.

position”, but wished the German
team success in the fournament.
Samuel Agini and Sara Germano

‘Instead of
being in the
town square,
you'reina
pub on the
second floor
ofahotel

Salem al-Dawsari,
second from left,
celebrates after
scoring Saudi
Arabia’s second
goal to defeat
Argentina. Below,
a Mexico fan
outside a stadium
Luca BrunciAP

“Fans are finding places to go and
have a drink and enjoy watching the
games.” Brown said. “But the atmos-
phere is lacking. We don’t have that
street vibrancy you'd typically have ata
tournament — I think that’s going to be
missing here.”

Atmosphere inside stadiums has also
‘been mixed. The openinggame between
hosts Qatar and Ecuador began with a
packed crowd inside al-Bayt stadium, a
brand new 67,000 seater venue in the
middle of the desert designed to look
like a tent. But after half time, the crowd
of mainly Qataris —men dressed in tra-
ditional white robes, women in black —
began to disappear with the home side
losing 2-0. With 10 minutes remaining,
thestands were virtually empty.

The official attendance at Senegal’s
game against the Netherlands in al-Thu-
mama stadium on Monday was just
below 42,000 — close to the 44,400
capacity. But television viewers could
seethat rows of seats were left empty.

“I'm not sure what I was expecting,”
said Ryan Harry, a Wales fan. “The
atmospherehas been good to be fair.”

He and three friends had flown in to
Qatar to watch Wales’ first appearance
ata World Cupsince 1958 but would oth-
erwise be following the football from the
Rose & Thistle pub inside Doha's Hori-
zon Manor Hotel. “We’ve had no prob-
lems with alcohol — we’ve found plenty
of places”

Lewis Mitchell, another Welsh sup-
porter, said Qatar might be different to
previous World Cups, but it was still fun.
“Instead of being in the town square,
you're in a pub on the second floor of a
hotel,” he said.

Janan Ganesh See Opinion

Property market

Hong Kong
loses title

for peak
retail rent
to New York

CHAN HO-HIM — HONG KONG

Hong Kong haslost itscrown for having
the world’s priciest retail district by
rent to New York, after the city’s econ-
omy was hit by visitor restrictions and
strict Covid measures as part of its slow
recovery from the pandemic.

Manhattan’s upper Fifth Avenue is now
the most expensive street globally for
luxury shopping, according to the first
survey since 2019 by Cushman & Wake-
field, commercial property consultant.
Hong Kong’s Tsim Sha Tsui (TST) dis-
trict in Kowloon ranks second.
London’s New Bond Street slipped
behind Milan’s Via Monte Napoleone,
ranked as the fourth and third priciest
districtsinthe world respectively.
“There was a marginal decline during
covid for [New York City] but that has
subsequently rebounded over the past
year orso, [with] abit of rental strength-
.” said Dominic Brown, Cushman’s
thal head of demographicinsights.
Average annual rents for upper Fifth
Avenue shops stood at $2,000 per sq ft
in the third quarter, a14 per cent surge
compared with pre-pandemic levels.
Average rents in TST fell 41 per cent to
$1,436 per sq ft over the same period.
While the west has opened up, Hong
Kong still requires masks and several
Covid tests for visitors after arrival. It
has also lost tourists from mainland
China, put off by a five-day quarantine
rulestillin place upon their return.
Tony Lo, head of the Midland estate
agent’s commercial property branch,
said the monthly rent of one 7,700 sq ft
luxury outlet in TST had fallen 70 per
cent since 2019 to HK$200mn
($25.6mn).

‘There was a marginal
decline during Covid for
[New York City] but
that has rebounded’

Hong Kong’s retail sales fell 1.6 per
cent in September compared with the
previous month, according to official
data, while US retail sales saw a 1.3 per
cent month-on-month increase in Octo-
ber despiteinflation concerns.

Via Monte Napoleone recorded a
9 per cent rise in average retail rent
against pre-pandemiclevels. New Bond
Street and Paris’s Avenue des Champs-
Elysées, ranked the world’s fifth priciest
district, saw average rents softening by
11percentand 18 per centrespectively.

In mainland China, Shanghai’s West
Nanjing Road is ranked the globe’s 10th
most expensive district, supported by
“strength of domestic consumption”
despite the rolling lockdowns and Bei-
jing’s zero-Covid policy, said Brown.

Across all global prime locations,
retail rents fell on average 6 per cent
compared with pre-pandemic figures.
The Asia-Pacific region was the most
negatively affected, with an average 12
percent dive, while the Uswnsthelea.n,

a25 percent
acrossthe country.

The report’s findings are based on
proprietary data from Cushman, track-
ing top luxury retail streets in 92 cities
and ranking the most expensive areas
by their prime rental value.

Inflation

Interest rates

Austrian bank head backs 0.75 point ECB rise | Spain to give more than Imn mortgage relief

MARTIN ARNOLD — VIENNA

World Rank. “1t wonld tell businesses

‘henecessarvas earlier increases meant

BARNEY JOPSON — BARCELONA

as those with an annual income of less

The 12-month Furibor rate as of
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The European Central Bank needs to
maintain the pace of rate rises at its
next vote to convince the public that
policymakers are “serious” about tam-
ing inflation, said Austria’s hawkish
central bank chief.

Robert Holzmann, head of the National
Bank of Austria and member of the
ECP’s governing council, backed a third
straight 0.75 percentage point rise in the
deposit rate at the next rate-setting
meeting in mid-] Decembe( The move
would rai kbor

t02.25 per cent.

His comments underline the poten-
tial for a clash at the next vote, with poli-
cymakers split between keeping up the
pace and switching to smaller increases
on the back of signs of arecession.

Holzmann told the Financial Times
that he could “see no signs that core
inflation is reducing” in the eurozone
and he expected only a “flattening out of
growth, or amild recession”, rather than
adeep downturn in the 19-country bloc.

Another big rate rise “would give a
strong signal about our determination”,
said the former economics professor
who worked for several years at the

and trade unions we are serious sodon't
underestimate us, be careful.”

Inflation in the eurozone hit a record
0f 10.6 per cent in the year to October,
reflecting soaring energy and food
prices following Russia’s invasion of
Ukraine.

Economists expect the headline rate
of inflation to fall next year, though core

Some European
politicians have started
to warn the ECB not

to raise rates too high

prices, excluding energy and food, rose
5 per cent last month and are likely to
keep rising well above the ECB’s 2 per
cent target.

Holzmann said he was still “open to
changing my mind” based on the ECB's
new quarterly economic forecasts, out
at the same time as next month’s meet-
ing on December 15.

All pages from Financial Times (Asia), Wednesday, November 23, 2022

that its benchmark deposlt ram now
1.5 per cent, was close to the point where
it no longer supported growth. “The
more we've already done, the less we
needtodo,” Lane told Market News.

However, Bostjan Vasle, Slovenia’s
central bank head, said the ECB should
keep raising rates “even into the terri-
‘tory where monetary policy won't be
just neutral, but will become more
restrictive”.

Some European politicians have
started to warn the ECB not to raise
rates too high. Last month, Giorgia Mel-
oni, Italy’s prime minister, said that
tighter monetary policy was “consid-
ered by many to be arash choice”, while
Emmanuel Macron, France’s president,
‘warned that he was worried about cen-
‘tral banks “smashing demand” to tackle
inflation.

Holzmann said interest rates could
have to rise to the point where they
“caused pain”, but added “hopefully it
‘won'tcometothat”.

It was important to raise rates “early”

Philip Lane, the ECB’s chief,
and one of its more dovish rate-setters,
said in remarks published on Monday
that 75 basis point rises may no longer

tostop b and bet-
ting that high inflation would endure.
“Afterwards the pain is much, much
larger;” headded.

Spain has moved to reduce the impact
of higher borrowing costs on the most
vll]llerahle mortgage holders by
relief

pp!

After weeks of talks between the gov-
ernment and banks, the cabinet yester-
day authorised measures that it said
would help more than 1mn households,
including a cut in interest rates for a
five-year grace period.

Themoves make Spain one of the first
eurozone countries to cushion the blow
of rising mortgage costs driven by
aggressive rate increases in the battle to
tame record-high inflation in the region
0f 10.6 per cent. The European Central

than €25 200 will be able to reduce
their interest rates to Euribor minus
0.1 percentage points under the pro-
posed measures.

Many mortgage holders pay 1 per-
centage point above Euribor, an inter-
bank rate that anticipates ECB moves.

The economy ministry said a family
with a mortgage of €120,000 and a

The rellef package W

Isaimed at familles %
S

Bank has raised rates by 2 p
points so far thisyear.

Nadia Calvifio, deputy prime minister
and economy minister, said: “Now is the
time to pull together and help families
whomay beaffected.”

Spain is especially vulnerable to the
ECB’s rate rises because about three-
quarters of its mortgage holders have
variable-rate loan contracts linked toits
monetary policy, although they are gen-
erally adjusted only once a year.

The most vulnerable families, defined

who are struggling
with higher costs

after Interest

rate rises
monthly rep of €524 tied to
recent ECB increases would have it cut
inhalfto€246.

Borrowers will also be able to extend
the life Df thelr lmms by up to seven

which

November 18 stood at 2.84 per cem
while the ECB’s main deposit rate is
1.5 per cent. The ECB is expected to
increase the cost of borrowing again in
mid-December.

The economy ministry said the “final
details are still to be finalised” in its
talks with banks and trade associations.

Yolanda Diaz, a deputy prime minis-
ter, said there was “substantial room for
improvement” in the proposal. Onur
Geng, chief executive of BBVA, the
bank, said: “We are still working onit.”

José Antonio Alvarez, chief executive
of Santander, said the outstanding
issues were mostly “technical” but
could have animpacton banks’loan loss
provisions and use of capital.

Families in a higher income bracket,
with earnings up to €29,400 a year, will
be able to freeze the size of their

mvolve re[orms to an existing code of
good practice for the mortgage market.
But ADICAE, a consumer group,
noted that extending the duration of
mortgages would result in borrowers
paying more interest in total — even
though their monthly payments fell.

monthly repayments while benefiting
from th yearl i

In addition, Spain will eliminate fees
for the early redemption of loans and for
converting floating-rate mortgages to
fixed-rate products.

The measuresare voluntary but min-
isters have been firm in saying that they
expectlenders tofollow them.
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China extends curbs amid Covid surge

Large parts of economy
locked down as Beijing
maintains tough measures

FT REPORTERS

Covid-19 cases in China are surging
towards record highs, forcing officials to
again lock down large swaths of the
country.

The world’s second-biggest economy
reported almost 28,000 new cases yes-
terday, with outbreaks in Beijing, the
southern manufacturing hub of
Guangzhou and the south-western
metropolis of Chongging.

The country’s battle to suppress the
virus has battered the economy, dis-
ruptingglobal supply chainsand threat-
ening world growth.

Almost three years after Covid first
hit the city of Wuhan, vaccination rates

among vulnerable sections of China’s
population lag behind those in many
more developed countries, while its
continued use of lockdowns as a pri-
mary method of disease control has
made itan international outlier.

Officials in Beijing shut most non-
essential businesses in the city’s largest
district, Chaoyang, which has a popula-
tion of 3.4mn, and have closed restau-
rants and other entertainment venues
in much of the city, while telling resi-
dents to work from home.

“China is seeing a record level of lock-
downs,” said Ting Lu, chief China econe-
mist at Nomura. “It is even a bit worse
than during the [spring] Shanghailock-
down because so many cities are par-
tiallylocked down.”

The bank estimates that CDVld

nomic growth in the second quartertoa 4 &

0.4 per cent rise from a year earlier. It 1:5 SECH

Retail sales across the country declined @ bit

0.5 per cent in October and industrial

output remains subdued. WOr?C than
The worsening outbreak andincreas-  during the

ingly tough measures come despite £

demands from Beijing less than two Shanghal

‘weeks ago to ease up on Covid controls, lockdown

which sparked a rally for Chinese

stocks. Growing caseloads have since because': ?0

weighed on market sentiment as trad-  IMany cities

ers, once. hclpe:fu.l for an economic boost are partially

from reopening, become more con-

cerned about intensifying disruption locked

from the lockdowns. >
Chinw's CS1 300 ndex of Shanghai-  9°™T1

and shenzhen-listed shareswas flatyes-  Ting Lu,

terday and has fallen morethan2.5per ~ Nomura

cent since last week s npmmsm dnven

restrictions have hit areas resp
for one-fifth of gross domestic product.
The Shanghai lockdowns slowed eco-

high over reop:
index is down ahout a quarter in the
year to date.

Beijing’s Centre for Disease Control
and Prevention said the capital faced
“the most complex and challenging”
environment since the start of the pan-
demic, while the city’s top official reaf-
firmed the country’s zero-Covid policy.

“We must resolutely win the war of
pandemic prevention and control, win
the blockade battle and the battle of
annihilation” of Covid, Yin Li said in
remarks published by state media.

Rising cases have required a growing
number of apartment blocks in Beijing
tobe quarantined, putting local officials
and residents under stress. An official in
shilipu said he and nine colleagues were
struggling to serve more than 7,000
householdsunderhome quarantine.
Reporting by Ryan McMorrow and Nian
Liu in Beijing, Sun Yu in New York, Gloria
Li, Hudsen Lockett and Primrose Riordan
in Hong Kong
SeelLex

Indonesia
Quake death
toll increases

The death toll from an carthquake
that struck an Indonesian city 100km
south of Jakarta has risen to 162, with
more than 300 injured, according to
West Java governor Ridwan Kamil.

The quake, which struck one of
Indonesia’s most densely populated
provinces on Monday, has left 13,400
homeless. At least 3,250 homes have
been damaged, the Indonesian Red
Cross said.

Indonesia’s meteorological,
climatological and geophysical
agency said the quake was at a depth
of 10km with an epicentre about
10km south-west of Cianjur,
pictured, a city of 175,000 people.

Authorities said they feared some
people might be trapped in remote
areas. The governor warned that the
number of casualties would rise with
rescue efforts hampered by
aftershocks. William Langley and
George Russell

Ay AUAFPICey Images

Middle East

Iran steps up nuclear enrichment in riposte to watchdog

NAJMEH BOZORGMEHR — TEHRAN

make Iran change its approach,” said
d Eslami, who heads Iran’s

Iran has dan fits
nuclear enrichment programme, in a
provocative response to a rebuke by
the UN’s watchdog over the alleged
existence of undeclared nuclear sites.

The head of the Atomic Energy Organi-
zation of Iran said yesterday it had
added the underground Fordow facility
to the list of sites where it was enriching
uranium to the 60 per cent purity level,
just belowweapons grade.

This followed a resolution by the
International Atomic Energy Agency’s
board last week calling on Iran to co-
operate over uranium traces found at
three undeclaredssites.

nuclear programme, referring to the
IAEA statement. “For this reason, we
started enriching uranium at Fordow.”

The escalation comes as Iran faces
international criticism for its crack-
down on protesters over dress codes,
and the alleged sale of missiles and
drones to Russia that are being used to
attack Ukrainian cities.

Iran has insisted its nuclear pro-
gramme is purely for peaceful purposes,
although experts say uranium enrich-
ment to 60 per cent is a step away from
weapons-gradelevels of 90 per cent.

Tehran has also said that allegations
about its nuclear activities had been

¢ the US in 2015 and could not be reo-
Wehad pened. Iran’s past activities were glossed
warned over as part of the deal that helped curb
its nuclear programme in return for Lift-
bCfF)le that ingmost US sanctions.
political Butafter the US, under then president
Donald Trump, withdrew from the
DIESSIIC accord in 2018 and imposed sanctions,
and Iran rolled back its commitments with-
resolutions out officially walking out of the deal. A
year later it restarted enriching ura-
would not nium while installing advanced centri-
fuges. The 60 per centlevel wasreached
make Ira.n in April 2021. The IAEA said this month
change its that Tran had an estimated 62.3kg of
approach' uranlum enriched up to 60 per cent,

under EU mediation, have stalled since
August.

John Kirby, a spokesperson for the US
National Security Council, said yester-
day that the White House was watching
Iran with “great concern”, adding:
“We're going to make sure...all
options are available to the president.
Nothing has changed about our policy.
Iran will not be allowed to achieve a
nuclear weapons capability.”

‘Western diplomats say sitting at the
tablewith Iran will be next toimpossible
if the Islamic republic continues to vio-

GLOBAL INSIGHT

Michael
Stott

Latin American voters
prove unforgiving
with their leaders

nJanuary 1, Luiz Indcio Lula da Silva will jein

one of the world’s most demanding clubs. As

Brazil’s president-elect, he is the latest oppo-

sition politician to win office in a region

‘whose combination of vibrant democracy,
strong civil society and d:.reeconomc and smllprnblems
mak

Latin America’s longstanding problems of poverty, ine-
quality, corruption and economic stagnation have been
magnified by the Covid-19 pandemic. Voters have been
unforgiving. Jair Bolsonaro’s defeat last month by Lula
marked the 15th victory in a row by an opposition party in
aLatin American election.

The only leaders in the region who could be confident of
re-election now would be those controlling a system that
could guarantee the result in advance: Cuba, Nicaragua
and Venezuela. For other aspirants to high office, the
endorsement of a sitting president amounts to a kiss of
death (with the exception of Mexico, whose populist presi-
dentislikely to picka successor who will win).

Lula’s election has been wrongly understood by some as
signalling a return of the “Pink Tide” of leftwing Latin
‘American governments that ran the region in the early
years of this century. This time is different.

While most incumbents who lost recent elections were
conservatives, “itis not about voters realising they are left-
ist, because we have found that they are not”, said Shannon
O’Neil, senior fellow for Latin America at the Council on
Foreign Relations in New York. “They are just angry with
what the last four years have brought them. It is frustra-
tion with the system,

frustration with the econ- Amid the hand-

omy, with lack of oppor- ..

tunityandwithcoud” ~ wringing over the
Eager to turf out

incumbents and despair- challe'nge &Om‘

ing of traditional politi- populists, Brazil

cians, voters have pro-  ffo .o o sign of hope

pelled some unlikely fig-
ures from the fringe to
high office. Rural primary school teacher Pedro Castillo in
Peru is a prime example, but former urban guerrilla Gus-
tavo Petro in Colombia and tattooed ex-student leader
Gabriel Boric in Chile fit the pattern too.

Their honeymoons have been short. After 100 days in
office, fewer than half of Colombians approved of Petro’s
performance. Boric's approval rating after eight months
has plunged to 33 per cent. Castillo is faring even worse, as
he ﬁgh's corruption investigations and repeated attempts

peach him. His approval ratingisjust 16 per cent.

Amid the hand-wringing over the challenge to Latin
America’s vulnerable democracies from populists, outsid-
ersand authoritarians, Brazil offers a sign of hope from a
political cycle that is running several years ahead of its
neighbours. Brazil’s street protests against poor public
servicesand inequality came in2013, six yearsbefore Chile
and Colombia, and it elected a populist president in 2018.
But this time round, despite frustration at poverty and
high food prices, voters did not repeat the experiment.

Instead, Brazilians picked Lula, a one-time radical who
governed as a moderate from 2003-10. This time, heleda
broad pro-democracy coalition of 10 parties, including
prominent figures from the centre and centre-right
alarmed by irades against Ip Irt
and the and his praise of past di i

“The threat which Bolsonaro represented to institu-
tional stability outweighed the reservations which some
people may have had about Lula,” said Bruna Santos, sen-
ior fellow at the Wilson Center’s Brazil Institute. “Part of
Brazil’s urban elite seems now to accept the moderate Lula
who we sawin thisyear'selections”.

1t is unlikely in today’s more difficult global environ-
ment that Lula can repeat the feat of his first two terms,
when he was helped by a booming economy. And Bolsonar-

lently suppress anti-regin a-
Lmns, in which more than 200 people,
children, have been killed,

n in westers
US president Joe Biden has puIsued a

according to Amnest'/ International.

apotent political force, with strong represen-
tation in congress. O’Neil said that if Lula failed to address
voters’ demands, “I would expect a turn again to the out-
side, to very anti-establishment radical populism.”
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“We had warned before that political
pressure and resolutions would not

addressed in its accord with China,
France, Germany, Russia, the UK and

All pages from Financial Times (Asia), Wednesday, November 23, 2022

revival of the 2015 deal but

direct

talks between Tehran and Washington,

Latin America. Climate ¢ ge

Additional reporting by Lauren Fedor in ‘

‘Washington

michael.stott@ft.com

Drought stunts Argentina grain production and imperils fragile economy

DAVID FELIBA — BRAGADO, ARGENTINA

‘walter Malfatto, 59, lays back on a chair
at his ranch, arms crossed as he stares
through a window. Clouds are forming
but the hopes of what they may bring
grow fainter by the hour.

“It’s not going to rain today,” he said,
resigned to another dry day. With his
wife, Malfatto farms 770 hectares in
Bragado, 220 kilometres south-west of
Buenos Aires in Argentina’s rural heart-
lang 'his time of the year, I should be
up in the air taking care of my crops,” he
said, referring to his crop duster. But the
operation is at a standstill. Harvesters
and seeders are stowed, and the spray
plane remains in the hangar.

“It’s been almost five months now
with little to no rain. Not even my dad,
who is 86, remembers anything like it.”
This year, he lost his entire wheat har-
vest because of the drought, he said, and

feared a similar fate for corn and soy,
which he would not sow until it rained.
“ITam not taking chances any more.”

In areas of the Pampas, a vast, fertile
swath of land that is the lifeblood of
Argentina’s agricultural economy, there
are many cases such as Malfatto’s. Sev-
eral farmers reported losing their crops
to dry weather, which has lasted three
years and grown particularly damaging
this year. This puts the country’s ability
to supply global food markets at risk
and adds pressure to afragile economy.

The country is a top operator in the
global food market. Last year, Argen-
tina’s produce accounted for 8 per cent
of global wheat exports, 18.5 per cent of
corn exports and 40 per cent of exports
of soyabean oil and meals

It produced 22.15mn tonnes of wheat
inthe 2021 ason, of which 16.25mn
were exported, almost as much as
Ukraine’s 18.8mn. But the widespread
effect of the drought this season has led
to sharp cuts in estimates. The US
Department of Agriculture now expects
production of 15.5mn tonnes, while
local exchanges forecast 11.8mn.

‘The sector is preparing for one of the

an agronomist at
the Rosario stock exchange. “Water
reserves arelike fuel for these crops, and
we are starting the crop year with an

Earlier this year, president Alberto
Fernindez touted the country’s agribus-
iness exports as a potential solution for
the world’s food problem.

But in many cases, poor-quality
‘wheat is thrown out or fed to animals,

y weather delays planting of
-al crops.

beyond recovery,” said Enrique Erize,
who leads agro consultancy firm Névi-
vhat is now at stake is corn and

. And the outlook isnot good.”

For three consecutive years, the coun-
try has faced unusually dry conditions
associated with a triple “LaNifia” effect.
The global climate pattern is defined by
strong winds that blow warm Pacific

ik .a¥ © |
Trying times: wheat grain is unloaded in Bragado, Argentina —

Vi om South America,
resulting in drier, cooler weather.

Farmers are frustrated about a lost
opportunity to serve global markets.
“Those chances are gone,” said Fern-
ando Rivara, who farms in Buenos Aires
province and is president of the coun-
try’sfederation of grain storage groups.

In addition to the drought, farmers
say there is a lack of long-term ec:
nomic policies to help exports. Chie
among their complaints are export lev-
ies of 12 per cent on wheatand corn and
33 per cent on soyabeans. In addition,
an 80 per cent gap between the official
currency exchange rate for exporters
and the black market rate deters invest-
ment, farmerssay.

In September, the government
opened a 26-day window for soyabean
producers to export hoarded stock ata
better rate, resulting in huge sales. But
thishas now closed.

“with a good harvest, the govern-
ment makes a case for collecting more
export levies,” Rivara said. “But when
farmers lose money, it’s like screaming
inthe middle of the desert.”

Finance minister Sergio Massa last

month announced a subsidy of up to
20,000 pesos a hectare for small soya-
bean and corn producers to spend on
seed and fertilisers. “We are facing a
unique drought with three years of
lower water levels,” he said. “This is cre-
ating risks and obstacles for us.”

The government said even though
officials were “aware that a single meas-
ureis notenough”, they hope it will help
farmersto “invest more”.

A smaller wheat harvest could be a
problem for Argentina’s trade balance.
According to Fernando Baer, an econo-
mist at Quantum consult: i
“high degree of fragility
omy as reserves run low. The combina-
tion of lower world prices and smaller
output will result in a wheat harvest
worth $5.5bn, down 36 per cent from
$8.6bn in the previous season.

In Bragado, Malfatto pulls up barley
from the ground, dry earth sliding from
his hands. He has 70 tonnes of soy seeds
ready. “We believed this season was
going to be an opportunity. But despite
everything, 1 have more faith in climate
thanin our own governments.”

Martin Wolf See Opinion
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Fund chiefs

cite regulatory
tweaks for ESG

downgrades

e European managers unclear on rules
@ Big groups reclassify green products

ADRIENNE KLASA — LONDON

Europe’s top asset managers are down-
grading ESG funds holding tens of bil-
lions of dollars of client money that had
been badged at the highest level of sus-
tainability but have come under
increasing regulatory scrutiny.

The asset managers say that confu-
sion over new EU sustainability rules
has forced changes, arguing that guid-
ance issued by European officials has
failed to provide the industry with a
clear definition of sustainability.

The downgrades come as the environ-
mental, social and governance sector
faces criticism and accusations of green-

managers, downgraded a number of
passive funds covering $26bn in assets
under management two weeks ago,
while Invesco has downgraded five
Paris-aligned passive funds.

Netherlands-based NN Investment
Partners, which is owned by Goldman
Sachs, was among the first to announce
its decision to relabel some Article 9
funds midway through the year, accord-
ing to data provider Morningstar.

Axa has already downgraded more
than 20 strategies, but says that it will
affect about 50 in total in the near
future. “We would have liked a clearer
definition of what is a sustainable
fund . . . because now thereare; asmany

(hlﬁ'nn as there ar

“We would have liked a
clearer definition . . . there
are as many definitions as
there are asset managers’

washing, which have prompted investi-
gations by regulators and law enforce-
ment in the US and Germany.

Amundi, BlackRock, Axa, Invesco,
NN Investments, Pimco, Neuberger
Berman and Deka are among the groups.
that will reclassify some Amx:le 9 ﬁmds

_ the highest

under Europe’s Sustainable Finance
Dls(:lusure Regu.lahﬂn rubric — to the

said Clémence Humeau, head of sus-
tainability co-ordination and govern-
anceat Axa.

“These uncertainties are completely
shared by clients . . . They are also con-
fused”

There were more than 1,000 funds,
representing 4.3 per cent of all products
distributed in Europe, classified as Arti-
cle 9 as of the end of September, though
this number is expected to fall over the
nextsix months, Morningstar said.

The European Commission’s July
guidance raised the bar to qualify as an
Article 9 product by saying that these
funds must not only prioritise making
ESG unpactsbut a]l issuersin the funds

mustb

Article8 category:

Amundi has said it will reclassify the
majority of the €45bn worth of strate-
gies it holds in Article 9 funds after a
Brussels intervention in the summer

e e L

NE R

Less than 5 per cent of Article
9-badged funds currently target sus-
tainable investment exposures of
between 90 and 100 per cent. And only

e e Ny e

In tune Outgoing Warner Music chief ends
on a high note with sales approaching $6bn

e i 4 \
Warner’s revenues were boosted by sales of new releases by artists such as Lizzo — craressytesinsoniap

ANNA NICOLAOU — NEW YORK

shares in Warner Music jumped
more than 15 per cent yesterday after
the music label behind Lizzo, Dua
Lipa and Ed Sheeran revealed it
made nearly $6bn in sales over the

payments from social media compa-
nies, which now send Warner Music
$370mn a year in royalty fees for
access toits songs, Cooper said.

As growth on Spotify matures,
social media have become the next

past year despitea " eco-
nomicenvironment.

“It’s no secret that we've been
challenged on multiple fronts,”
outgoing chief executive Steve Cooper
told investors, listing market volatil-

ity, rising interest rates, r_he cratermg

Al

‘It’s no secret that we've
been challenged on
multiple fronts’

Steve Cooper, chicf executive

T R S

For the year ending September 30,
‘Warner made net income of $555mn
on $5.9bninrevenue.

‘Warner Music’s stock has been bat-
tered this year alongside other media
and entertainment groups, dropping
by more than 35 per cent in 2022. Its
shares were up 14.9 per cent in after-
noontrading in New York.

Cooper, who will be replaced by
former YouTube executive Robert
Kyncl early next year, left with an
optimistic speech to investors yester-
day, declarmg thlt ‘we are at the

A % e A e E

Musk delays
Twitter Blue
relaunch over
fraud worries

IAN JOHNSTON — LONDON

Elon Musk has postponed the relaunch
of his flagship subscription service,
Twitter Blue, in the latest sign of the
challenges the billionaire faces in over-
hauling the social media platform.

The entrepreneur, who bought Twitter
for $44bn last month, said in a tweethe
was “holding off” from launching the
product again until there was a “high

Musk had planned to restart Twitter
Blue on November 29 after its botched
rollout earlier this month, which saw its
“blue tick” feature abused by imperson-
ators on the platform.

Musk said on Twitter last night that
the subscription service would “proba-
bly use different colour check for organ-
isations than individuals”.

It is the latest development in a
tumultuous few weeks for Twitter
under Musk’s direction, during which
he has axed half the company’s work-
force and prompted the departure of
hundreds more last week after urging
them to commit formally to “hardcore”
work conditions or take three months’
severance pay.

The botched Twitter Blue rollout has.
exacerbated concerns among brands
about whether the platform is a safe
place to advertise or post, given Musk’s
previous pledges to relax content mod-
eration and his move on Sunday to rein-
state Donald Trump’s Twitter account.

Trump was banned for life on the
platform soon after his supporters
stormed the US Capitol last year.

Musk identified the launch of the sub-
scription service, which enables paid
users to access additional features
including a blue tick, as a priority when
he took over Twitter. He has pitched
‘Twitter Blue as a way of boosting reve-
nue by charging users $7.99 a month for
exclusivebenefits.

Paying users will be given a “blue
tick” — at present reserved for verified
companies, politicians, celebrities and
journalists — as well as other benefits,
including the ability to edit tweets and
filter notifications. But Twitter Blue has
been p]agued w'lth difficulties, with the

A etlts Ao
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LUAL SEL 4 BT DAL UL WaLR green
funds. “The regulation is not bringing
enough clarity in terms of defini-
tion . . . which creates strong discrepan-
cies in the market while leaving plenty
of grey areas,” said Elodie Laugel, head
of responsible investingat Amundi.
BlackRock, one of the biggest fund

40 P CEIL LAV AUIIEVEU & 1UU et Gen
allocation, Morningstar noted.

Global flows into ESG strategies
slowed in the third quarter of 2022,
while total assets slipped 1.6 per cent to
$2.24tn amid turbulent markets.

Martin Wolf see Opinion
See Lex
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AUVEL USIIY UL KEL, AU UL as
examples.

‘Warner’s revenue rose 16 per cent,
after adjusting for currency changes,
to $1.5bn in the quarter ending Sep-
tember 30, helped by sales of new
releases by Lizzo and others.

The results were boosted by

LUBUET 101 LIUSIC COLILPAIIES, Wi
have struck contracts with groups
such as TikTok and Meta to earn roy-
alties every time their songs are
played on these platforms.

Net income for the quarter climbed
t0 $150mn, from $30mn in the same
period a yearago.

WUUISLEP UL @ LEW guiuen age un
music”.

The company’s chief financial
officer, Eric Levin, added that con-
sumers will continue to turn to music
service subscription services. “We
think there’s a lot of runway to look
forward to,” he told analysts.

Are you and your business fit for the future?
Find out more ftiemea.tofinsights

‘www.fticonsulting.com
| ©2022 Tl Consulting Inc. Al rights reserved.
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after users abused the system to imper-
sonate high-profile people and brands.

Twitter has also suffered an exodus of
executives over the past two weeks, add-
ingtoconcerns from regulators about its
data security and compliance with pri-
wacy rules.

Australian business welcomes signs of a thaw in China relations

Nic

Fildes

e )

a i

he relief was palpable

among Australian business

leaders when prime minis-

ter Anthony Albanese met

China’s president Xi Jinping
last week at the G20 summit in Bali.

The first bilateral meeting between
theleaders of China and Australia since
2016 raised hopes that acrimonious ten-
sions between the countries might be
easing, leading to the eventual lifting of
trade sanctions imposed by Beijing.

1t will be two years this month since
China’s shock and awe campaign was
launched on the Australian economy.
That followed a call by former Austral-
ian prime minister Scott Morrison for
an inquiry into the origins of Covid-19,
increasing tensions that had been build-
ing since Australia banned Huawei kit
from beingused in its 5G networks.

Australian wine, barley, lobsters, beef
and coal were among the products that
were hit by tariffs, some as high as
200 per cent. The government has esti-
mated this has cost the economy about
A$20bn ($13.3bn) a year. Itunderlined
Australia’s economic dependence on its
largest trading partner.

Resentment towards Morrison and
his administration grew among busi-
ness leaders who feared the geopolitical
brinkmanship had backfired. Chief
executives, off the record, would lament
that national security concerns, while

FINANCIAL TIMES
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paramount, threatened to overwhelm
an economic partnership that had not
only boosted Australia’s terms of trade
but was also a mainstay of domestic sec-
tors, including education and tourism.

But the Australian economy proved
more resilient than had been feared.
Iron ore, wool and gas were not hit by
the sanctions, meaning many of Aus-
tralia’s largest companies continued to
benefit from exports to China.

The sanctions might also have
spurred the diversification of Australian
exports. China accounted for 42 per
cent of exports in 2021 as the effect of
the sanctions started to surface, but fell
to less than 30 per cent in August,
according to the Australian Bureau of
Statistics, amid clear signs of trade
expanding across the Association of
Southeast Asian Nationsregion.

The need for

such diversifica- [f Befjing were to invade

tion was driven

homeafter Russiz’s  1aiwan, it would have a
invasion  of catastrophic effecton

Ukraine forced

Australian compa-  Dusinesses still reliant
nies to sever ties o China's markets

with sanctioned

businesses and oligarchs. If Beijing were
to invade Taiwan, it would have a cata-
strophic effect on businesses still reliant
on China's markets, if similar sanctions
were applied.

Albanese, elected in May as prime
minister, was clear that the meeting
with his Chinese counterpart was only a
first step in improving relations. But the
promise of further meetings and his
statement that Xihad said the two coun-
tries had “highly complementary econ-
omies” was a cause for celebration
among Australia’s business community.

Andrew Forrest, the vocal billionaire
behind iron ore miner Fortescue, said
the meeting laid “the groundwork for
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a much more positive relationship”.

Jennifer Westacott, chief executive of
the Business Council of Australia, said
the resumption of diplomatic relations
was “hugely important”, despite the
complexity of the relationship. “That’s a
very big signal to business. It’s a big sig-
nal totherestofthe world,” she said.

Whetherthe tentative steps towardsa
more stable relationship between China
and Australia will dismantle the trade
barriers remains to be seen. Delibera-
tions around Beijing’s desire to join the
trade pact known as the Comprehensive
and Progressive Agreement for Trans-
Pacific Partnership could provide fur-
ther friction points. But the diplomatic
freeze has clearly started to thaw.

For some Australian companies, the
opportunity for growth in China has
been too significant to wait for tensions
to ease. One is Bubs, a baby formula
company that has grown rapidly on the
back of exports to China after an infant
formula scandal there more than a dec-
ade ago opened the market to its
imports. This year it has gone further
and formed a joint venture to produce
Chinese-labelled goat milk formula.

Bubs company chair Dennis Lim,
whose family sent him to Australia from
‘Taiwan when hewas 11 over fears China
would invade, said the trade tension in
the past two years had not deterred its
high-risk expansion plan. “If you just sit
there and read the tealeaves then you'll
never getanything done,” Lim said.

If Australia succeeds in convincing
Beijing to end the sanctions, then the
steady flow of Aussie lobsters to main-
land China will no doubt resume. But
the experience of the past two years
should serve as a warning that a future
geopolitically driven clampdown on
trade could be even more painful.

nic.fildes@ft.com
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Trump Spac investors agree extension

Executives given until
September to take former
president’s group public

ORTENCA ALIAJ AND
ANTOINE GARA — NEW YORK

Executives behind a blank-cheque
company that plans to take Donald
Trump’s media business public will
have until next September to complete
the deal after shareholders finally
approved a motion to extend that dead-
line even as they face scrutiny from fed-
eral prosecutors.

Shares in Digital World Acquisition

Corporation, the special purp: qui
sition company run by Patrick Orlando,
were up more than 9 per cent following
the announcement yesterday. The
Miami-based businessman, who stands
to make hundreds of millions of dollars
if the deal is completed, has been work-
ing for months to get shareholders to
approve the extension.

DWAC will now have until September
8 to complete the deal with Trump
Media & Technology Group.

But the deal with TMTG still faces sig-
nificant hurdles that include investiga-
tions by the Securities and Exchange
Commission and federal prosecutors as
well as a whistleblower complaint that

alleges the violated securi-
ties laws. US authorities have not spo-
ken publicly about their investigations,
and no person or company has been

Deal with TMTG still faces
hurdles that include
investigations by the SEC
and federal prosecutors

accused of any wrongdoing in connec-
tion with the Trump deal.

The Spac has spent heavily to get its
shareholders, most of whom are retail
investors, to vote in favour of granting

the company extra time to win share-
holder approval for the deal. DWAC
spent more than $11mn in the nine
months to September on “formation
and operations costs” versus just
$161,297 last year, regulatory filings say.

The spending underscores the heavy
financial burden of keeping the much-
delayed deal alive.

If successful, the transaction will
result in a public listing for TMTG and
proceedsof more than $1bn to pursue its
agenda of “cancelling cancel culture”
and “standing up to Big Tech”. It is

investmentin public equity”, have the
right to withdraw from the deal withno
penalty, according to multiple sources
briefed on the matter.

Investors who had committed
$138.5mn to the private placement
already redeemed their cash in late Sep-
tember. Some who remain are looking
tonegotiate far better terms if they were
toproceed, the FT hasreported.

The future of TMTG relies heavily on
Trump, who recently said he plans to
run for president again in 2024. The
former president’s Twitter account was

uncertain whether the pany still
stands to receive this sum as its so-
called pipe investors, short for “private

recently rei d by new owner Elon
Musk, but Trump has said he intends to
stay on hisown platform, Truth Social.

Industry moves to put brakes

on White House drive to cut

China from US manufacturing

CLAIRE BUSHEY — CHICAGO
AIME WILLIAMS — WASHINGTON
The world’slargest carmakers are trying
to water down a Biden administration
effort to replace Chinese components
with US ones in electric vehicle manu-
facturing as the industry grapples with
dependence on battery materials proc-
essed overseas.

President Joe Biden’s flagship climate
legislation, the Inflation Reduction Act,

Aufomobiles. Supply chains

Carmakers seek to water down Biden’s EV rules

-
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Enelin €21bn
assetsale to
cut debt and
focus on six
core countries

DAVID SHEPPARD — ENERGY EDITOR

Italy’s Enel has announced plans to sell
assets valued at €21bn as it moves to
cut debt and streamline its business to
focus on six core countries and the
development of renewable energy.

The Italian state-backed utility, one of
the world’s largest renewables produc-
ers, said yesterday it would sell its gas
assets in Spain and withdraw from
countries including Argentina and Peru
to focus on clean energy developments
inEuropeand the Us.

The move comes as the energy crisis
in Europe promises to speed up the roll-
outofrenewable energy sourcestotry to
replace Russian gas, while the US under
President Joe Biden has provided ample
funding for clean energy projects. But
Enelisalsolooking to reduce debt thatis
likely to become more costly to finance
asinterestratesrise.

Francesco Starace, chief executive,
outlined that Enel would seek to raise
€21bn through the disposals, reducing
net debt towards €51bn-€52bn while
focusing on “geographies that can add
wvalue despite the current challenging
scenario, embracing a leaner structure
and a more robust set of financial
ratios”.

The company will also increase its
dividend from 40 cents a share to 43
cents between 2023 and 2025.

“The market will say more
focus on the USand

8/20
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offers generous tax credits to electric
vehicles made in North America. The
new rules on the origin of batteries, their
components and the critical minerals of
which they are made will take effect in
phasesstartingin 2024.

From thatyear, to qualify for the max-
imum $7,500 tax credit under the new
law, EVs must not have any battery
components made or assembled “by a
foreign entity of concern” —a reference
to China, Russia, Iran and North Korea.
In 2025, those batteries must exclude
critical minerals extracted, processed or
recycled in the same countries.

Carmakers, however, still depend
heavily on minerals processed in China,
and they worry they will lose customers
forany vehiclenot made $7,500 cheaper
by the USgovernment.

While carmakers initially welcomed
the new law, companies and their trade
groups have been pushing for a loosen-
ing of the rules around what countsasa
Chinese-owned company, with some
advocating for a small amount of Chi-

to conti beallowed.

“As our industry works to domesti-
cate our supply chain, clarity and guid-
ance on what would constitute a foreign
entity of concern is necessary to ensure
that joint ventures in critical mineral
extraction, processing or recycling will
not cause vehicles to be automatically
excluded [from the tax credit],” said
Christopher Smith, Ford’s chief govern-
ment affairs officer. “Relatedly, clear
guidance on the scope of ownership is
essential”

Ford, Stellantis and Volkswagen are
among the carmakers asking regulators
to establish a threshold allowing a small
amount of Chinese content in batteries.
Volkswagen suggested setting it at
10 per centorless.

Ford also wants to avoid the foreign
entity of concern label for any company

Power moves: a
Ford Mustang
Mach-E, a model
that will have its
batteries
supplied by
China’s CATL
Michael Nogie/Bloomberg
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organised in the US, regardless of own-
ership, and for joint ventures that are
affiliated with blacklisted countries.
The Michigan carmaker said in July
that CATL, the Chinese battery manu-
facturer, will supply batteries for the
Mustang Mach-E car next year and for
the F-150 Lightning truck in 2024. The
two companies have signed a non-bind-
ing memorandum of understanding to
explore expanding the relationship.
China has invested in mining critical
minerals around the world for the past
decade, said Chicago Federal Reserve
automotive policy expert Kristin Dzic-
zek. While mineral deposits are mined
where they are di , the Interna-

facture of cathodes and anodes, both
crucial components for batteries, domi-
nated by Chinese companies.

A recent IEA analysis found that
seven companies were responsible for
more than half of global cathode pro-
duction, with two of the top three being
Chinese. The six largest manufacturers
of anodes, another critical battery com-
ponent, are Chinese and account for
two-thirds of global production capac-
ity, the IEA said.

The country’s dominance means that
for carmakers “to switch on a dime to
not using any of it is going to be tough”,
Driczek said. Butrepresentatives for Us

tional Energy Agency reports that China
controls the processing of 35 per cent of
the world’s nickel, half its lithium,
60 per cent of cobalt and 90 per cent of
rare-earth elements.

Production at all stages of the EV bat-
tery supply chain is concentrated in a
handful of companies, with the manu-

are eager to hasten the day
when China’sbattery role is reduced.
Ben Steinberg of Venn Su'ategms a
i lobbying firm
US battery manufacturers and critical
mineral miners, said allowing Chinese
content through “loopholes today™
would have “long-term implications for
the supply chain”. “The North American
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For
carmakers
‘to switch
onadime to
notusing
any of it is
going to be

tough’

industry is interested in setting up shop
inour country, and we need to give them
every opportunity to do so,” he added.
Carmakers, suppliers and environ-
mental groups have until the end of the
‘year tolobby the Internal Revenue Serv-
ice, when it plans to issue the final rules.
The stakes over “arcane accounting
ru]es“ are nonetheless high, said GuldLL

Insights Sam

Europe . . . but there is
afocus on some EMs’

“The bulk of this plan is expected to
be rolled out by the end of 2023, result-
ingin a more agile mmpany focused on
six core countries” of Italy, Spain, the
US, Brazil, Chile and Colombia, Enel
said.

Starace said that Brazil, Chile and
Colombia remained the emerging
markets the company wanted to remain
in as they saw “strong growth” there,
and said the company was not only
going to focus on established regions
even as it directs more of its capital
towards the USand Europe.

“The market will say less emerging
market growth and more focus on the
Us and Europe, and that’s fantastic, but
there is a focus on some emerging mar-
kets where we think the growth is going
tobe phenomenal”

The company pointed out, however,
that about 90 per cent of its capital
expenditure on power generation and
retail markets would be deployed in its
largest markets which were Italy, Spain
and the US, “taking into account
the countries” supportive regulatory

because carmakers “want to be able to
make the EVs as affordable as they can,
sothey can sell as many asthey can”.
The US car industry ultimately does
want to reshore the supply chain in
order to avoid the supply disruptions
that have plagued it since last year,
‘Abuelsamid said. It just does not want to
move asswiftly as the IRSmandates.
“It’s 50 hard to cut China out of this
supply chain,” said Chad Bown at the
Peterson Institute for International Eco-
nomics. “In order to do it, you have to
use puhcy instruments that we have

Part of the plan involves selling off gas
assets during the current high price
environment to reinvest the cash in
renewables.

The company said that by 2025 it
expected group ordinary earnings
before interest, tax, depreciation and
amortisation to reach between €22.2bn
and €22.8bn, compared with projected
2022 ebitda between €19.0bn and
€19.6bn.

Group net ordinary income is
expected to rise to about €7bn to
€7.2bn, compared with a forecast of

neverthought about

b '5bn and €5.3bn for 2022.

India drafts ‘very balanced’ data protection bill after backlash

JOHN REED — NEW DELHI

India’s revamped data protection bill is
“balanced” and designed to encourage
growth, the country’s IT minister said,
after the government scrapped a previ-
ous draft criticised by technology com-
panies and civil liberties groups.

Ashwini Vaishnaw, minister of railways,
communications, electronics and IT,
said Narendra Modi’s government
would seek passage of the draft by the

country has about 760mn active inter-
net users in a population of 1.4bn, a
number the government forecasts will
hit1.2bnlater this decade.

In drafting the new law, India says it
studied “global best practices,” includ-
ing data protection laws in Singapore,
Australia, the EU and the US.

“since India is one of the major partic-
ipants in the digital we defi-

The draft published last week is India’s
fourth.

Civil liberties groups had complained
that previous drafts gave government
agencies too much scope to access per-
sonal data withoutusers’ consent.

Facebook parent Meta was among the
tech companies that criticised provi-
sions of the legislation, including a

nitely would like to create a framework
which is very much in tune with the
times, b h holders, and

end of the next y season in
April or May 2023.

“We had very extensive consultations
with all the stakeholders including the
civil society groups, including industry,
including the start-up ecosystem,”
Vaishnaw said. “And this bill is basically
an outcome of all these consultations.”

india’s fitful and protracted efforts to
regulate the digital space are being
watched closely at home and abroad by
companies from Amazon to Walmart-
owned Indian retailer Flipkart, as one of
the leading countries whose legislation
will shape online commerce.

The world’s largest democracy, the
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creates a system which helps in further
growing the economy,” Vaishnaw said.
“It’savery balanced bill.”

India began deliberations on legislat-
ing protection of personal data after a
2017 Supreme Court ruling recognised
privacy as a fundamental right in a rul-
ing on a case challenging the govern-
ment’s digital 1D system called Aadhaar.

After five years of discussions and
consultations, the Modi government
withdrew the most recent draft of the
bill in May, describing it as unwieldy
after it was heavily amended in res-
ponse to submissions from the public.

‘We definitely would like
to create a framework
which is very muchin
tune with the times’

requirement to store personal data
locally, which industry lobbyists said
were onerous and would hamper the
ease of doing business online.

The free movement of data across
‘borders has emerged as one of several
contentious issues in negotiations on a
proposed free trade agreement between
India and the UK, according to people
‘briefed onthe talks.

The new draft eases the localisation

requirements, allowing personal datato
be transferred outside India to “certain
notified countries and territories”
where it thinks users’ data will be
protected.

“The trusted geography should be
able to protect Indian citizens’ data in
the way we protect our citizens’ data,”
Vaishnaw said. “That’s the fundamental
construct.”

Arghya Sengupta, founder of the
vidhi Centre for Legal Policy, a think-
tank, said the latest draft of the law was

“skeletal” in some areas, and would
have liked it to offer “greater transpar—
ency” on the uses to which

Two Estonians face $575mn
charges of fraud in the US

SCOTT CHIPOLINA — LONDON

Two Estonian citizens have been
arrested and charged in connection
with what US prosecutors described as
a $575mn cryptocurrency fraud and
money laundering scheme.

Sergei Potapenko and Ivan Turdgin are
accused of defrauding hundreds of
thousands of victims, said the US

“New technology has made it easier
for bad actors to take advantage of inno-
cent victims, in the US and abroad, in
increasingly complex scams,” said ass-
istantattorney-general Kenneth Polite.

Earlier this month, the Us secured the
conviction of James Zhong, who once
held more than $3bn worth of bitcoin
taken from Silk Road, a dark net mar-
ketplace that accepted cryptocurrency

Deparhnent of Justice, which unsealed  inexchange forillicit goods.
an against them The indi against penk
Thed: d allegedly inducedvic-  and Turdgin claims both pﬂrtrayer]

can putdatathey collect.

But he added: “I would prefer some
law rather than no law . . . Even if this
law has some faults, [would rather iron
out the creases than start over again.”

The Asia Internet Coalition, an indus-
try group whose members include Ama-
zon, Spotify, Geogle and Facebook, said
it was in the process of reviewing the
bill, and would make a formal submis-
sionin time for a December 17 deadline
for publiccomments.

* FINANCIAL TIMES

tims to sign rental contracts for fraudu-
lent equipment with the men’s crypto
mining service HashFlare. They are also
accused of soliciting investments in a
virtual currency lender Polybius Bank,
which prosecutors said was neither a

HashFlare as a massive crypto mining
operation. Between 2015 and 2019,
more than $550mn worth of HashFlare
contracts were set up with customers
worldwide. But those contracts were
fraudulent, prosecutors have alleged.

‘bank nor paid pledged dividend:

The arrests of bnl.h men, aged 37, in
Tallinn, Estonia, are the latest indica-
tion that law enforcement agencies are
becoming increasingly focused on illicit
aryptoactivity across the globe.

E allegedly did not have the
virtual currency mining equipment it
claimed to have, and when faced with
investors seeking to withdraw funds
paid off investors with crypto from the
openmarket, the indictmentadded.
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Disney chief Iger will face plenty
of drama as he begins his sequel

Streaming is a challenge for returning boss but another will be finding a longer-lasting successor

CHRISTOPHER GRIMES — LOS ANGELES
HARRIET AGNEW — LONDON

As Bob Iger was honing his pitch to the
Disney board of directors to select him
as the replacement for then-chief
executive Michael Eisner in 2005, he
sought the advice of a trusted political
consultant.

The adviser, Scott Miller, told Iger he
could only succeed if he focused on his
plans for the future, rather than dwell-
ing on Eisner’s mistakes. Iger took the
lesson to heart. “I can’t do anything
about the past,” he wrote in his memoir.
“[W]edon't get any do-overs.”

Now, as Iger assumes the top job at
Dlsney for the second time, following

the ousting of successor Bob Chapek, it
may be harder for him to avoid do-
overs. Iger, who served as CEO until
2020 and chair until January, will be
revisiting strategies with which he is
intimately familiar.

Hewill have to take a hardlook at Dis-
ney’s lossmaking streaming business,
which he introduced to great fanfare in
December 2020. Wall Street is also
demanding a plan to deal with the rap-
idly declining television business, a tra-

o
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SocGen hopes
equities arm
tie-up will
extend reach

OWEN WALKER
EUROPEAN BANKING CORRESPONDENT

French bank Société Générale has
agreed to create a joint venture with US
investment company AllianceBern-
stein, with the two financial groups
merging their equities research and
cashequities businesses.

The deal, announced yesterday, will
create a global operator in equities serv-
ices that SocGen will have the option of
buying outright five years after it
launches, which is expected to happen
by late next year.

The merger has been discussed since
last year by Seth Bernstein, Alliance-
Bernstein chief executive, and Slawomir
Krupa, head of SocGen’s investment
bank, who is due to become group chief
executive in May.

“What you should expect from me is
trying to create value — that’s for sure.
This is what we are doing here,” Krupa
told the Financial Times.

Krupa has been handed the task of
rebooting the French bank after years of
restructurings and underperformance
compared with European peers.

Under his leadership, the investment

https://digital.olivesoftware. com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc= FTA%2F2022%2F11%2F23&ts 20221122201344&uq=20221117085301
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ditional cash cow in which Iger cut his
professional teeth. And the board has
tasked him, again, with helping to find
hissuccessor.

“Iger’s return is probably a net posi-
tive, as he’s generally highly thought of
among investors, content creators and
mnsumels 7 said one of the cumpansfs

P ‘holders, “He was
hle for many of the strategic decisions
and acquisitions over the past couple

All pages from Financial Times (AS|a) Wednesday, November 23, 2022

Disney’s streaming business recent performance

Disney under Bob Chapek

bank has tried to move away from a reli-
ance on equity derivatives — financial
products that caused heavy losses for
the bank at the outbreak of the corona-
virus pandemic.

socGen will offer its corporate and
investor clients a wide range of equities
services alongside those in the joint ven-
ture, including equity capital markets,
equity derivatives and prime broking.

Thejoint venture will allow SocGen to

decadesthat made Disney intowhatitis By paid subscribers (mn) Average monthly revenue per paid Quarterly operating loss (Sbn} Share price ($) compete head-on with its Paris rival
today.” I Disney Plus subscriber ($) o 200 BNP Paribas, which bought out its equi-
under Chapek, Disney’s theme parks. Hulu I Disney Plus (North America) tiesjointventure, Exane, last year.
division posted an impressive rebound g ESPN Plus Hulu I ESPN Plus 180 For AllianceBernstein, the deal could
from the depths of th irus pan- =D 15 H .1 eventually see the investment group
demic, in part through the kind of -0.5 160 with $627bn of assets under manage-
aggressive price increases that analysts ment part ways with the research divi-
believe Iger opposes. And its streaming 100 10 140 | sionthathasbeenakey partofthe com-
business has grown rapidly, reaching pany throughout its 55-year history.
235.7mn across Disney Plus, Hulu and -1.0 120 “There were alot of things we needed
ESPN Plus. 50 5 to grow in our businesses but we didn’t
But shareholders are no longer willing W 100 have the resources to give our sellside
to fund streaming growth at any cost, as ' team what they needed in Asia, in the
they were in the early stages of Disney’s o T T o T T 15— T T 80 | ysand in Europe.” Bernstein said. “We
foray into the business. Disney shares 2021 22 2021 22 2020 21 22 2020 21 22 had to make choices.”
fell 13 per cent earlier this month after it ‘Sources: company; S&P Capital 10 Four years ago, AllianceBernstein’s
reported that quarterly operatinglosses research arm bought Autonomous
had risen by $800mn to $1.5bn dueto  Shanghai more bureaucracy, which has slowed Earlier this year activist investor Dan Under in the entertainment business. The | Research, which specialises in financial
exploding content spending and mar-  Disneyland was decision-making,” analysts at Moffett-  Loeb urged Chapek to spin off ESPN issue of who will eventually take the | institutions and will be included in the
keting expenses. Days later, Chapek  hard hit by Nathanson wrote in a research note  to reduce Disney’s debt load. Chapek Chapek, reins has been a vexing one in the past | jointventure.
announced a cost-cuttingplan. Covid-19 but the  released after Iger’s return. rejected Loeb’s suggestion, saying he Di SIle’S for Iger, 71, who delayed his retirement The new business will be based in Lon-
Iger has wasted little time in tackling ~ parks mostly Someone who prides himself on his  had a plan to restore the network to . from the company four times before | don and led by Robert van Brugge, cur-
anissue at the heart of Disney’s stream-  bounced back. close relationships with the creative  growth. Analysts at MoffettNathanson ~ Streaming passingthe baton to Chapek in February | rently chief executive of AllianceBern-
ing business: a management structure ~ Bob Iger, below, community, Iger sought tolift theirspir-  said they now expected Iger to slash business 2020. stein’s research arm, with Stephane Loi-
that Chapek created to ensure that the  is undoing some its on Monday in a memo to thegroup,  costs at ESPN, including by being more This time round, the Disney boardhas | seau, head of SocGen’s cash equities busi-
services had a steady flow of original ~changes made known internally as DMED. selective about spending on sports has grown given him a two-year term and a man- | ness, becoming his deputy. SocGen will
content. by Bob Chapel, “It is my intention to restructure rightsastheycomeupfor bids. rapi dly date to set the cmnpany s strategm 0wn51per cent ﬂl I.henew venture, with
Under his plan for the Media and  right — seander things in a way that honours and Loeb had also pushed Disney to buy directionfor percent.

Entertainment Distribution division,
Chapek stripped studio chiefs of much
of their traditional authority to deter-
mine budgets and distribution strategy.
Those decisions were placed under the
authority of Kareem Daniel — a central
Chapek lieutenant who was dismissed
by Igeron Monday.

respects

asthe heart and soul
of who we a.re.” he wrote, pledging to
create a “more efficient and cost-
~ | effectivestructure”.
Q Iger’s return is also expected to
$ lead to renewed calls for Disney to

. address the acceleration of “cord-
cutting”, which is hurting pay TV

out Comcast’s stake and give itself con-
trol over the Hulu streaming service, a
perennial discussion that is expected to
be revived now that Chapek is out of the
company.

‘While Disney faces challenges on sev-
eral fronts, some investors said its
shares, down 38 per cent this year, were

However, the top- 10 mvestnr noted:
“This isn't a forever solution. we'll be
addressing the succession plan again
within the next12-18 months.”

Another shareholder, whose firm has
been cutting its position in Disney, said
Iger’s return raised larger concerns
about its culture. “It says something at

Krupasaid that because the two busi-
nesses had little geographic overlap —
with AllianceBernstein strong in North
America and Asia, and SocGen bigger in
Europe — there would be minimal job
cuts and loss of clients.

SocGen said the deal would result in
15t020 basis points of additional return

Creative executives bristled at the 4 channels such as the ESPN sports
lack of autonomy under Daniel, hurt-

ing morale to the point that some

good value given the collection of
assets that Iger assembled
during his first stint as CEO,

Disney that there’s such a dearth of
internal talent that there’s no
one else to fill the spot,” the

on tangible equity by 2025, with abouta
10bp impact on the group’s common
equity tier 1ratio.

TV “is marching to a distinct precipice,

complained to the board. “We have and it’s going to be pushed off”, lead-  including Marvel, Pixar, shareholder said. “How Both companies” boards have signed
been worried that the restructur- ing analysts to conclude thathe will  Lucasfilm and 20th Cen- does [1ger] find a replace- | off on the merger, although it will still
ing . . . has hurt the morale of the take an aggressive approach to  tury Fox — some of the ment in such a short | requireregulatory approval.

creative leadership and has created i reducingcosts. most valuable franchises period of time?” SeeLex

China says children’s gaming issue ‘resolved’

ELEANOR OLCOTT — HONG KONG

China’s top gaming industry associa-
tion has declared that the problem of
children’s video game addiction has
been “resolved”, the clearest signal so
far that Beijing will ease its curbs on the
approval ofnew titles.

China’s Game Industry Group Commit-
tee, which is affiliated with the state
gaming regulatory body, released a
report yesterday that found 70 per cent
of minors played less than three hours
of games a week. “Minors’ gaming
addiction has been basically resolved,”
the body wrote in a report co-written by
Beijing-based research body CNG.

Any easing of China’s crackdown on
online video games would be a boon for
industry leaders Tencent and NetEase,
which have borne the brunt of the
restrictions.

Beijing sent a shockwave through the
gaming industry in August 2021 when it
restricted children to playing online
games for one hour on Fridays, Satur-
days and Sundays. The move came after
state media highlighted the mental and
physical toll gaming addiction was hav-
ing on China’s youth, calling online
games a form of “spiritual opium”.

The time spent by children on Chi-

neseinternet giant Tencent’s games has
plummeted since the regulation change
and was down 92 per cent in the third
quarter compared with the same period
last year. During an earnings call with
investors last week, Tencent said it had
become “fully compliant” with Chinese
regulations on gaming for minors and
expected “more licenses will be forth-
comingin the future”.

‘From next year, we
expect to see gradual and
more regular approval of
gaming licences’

Experts say children can still circum-
vent the restrictions. The industry asso-
ciation’s report noted 35 per cent of par-
ents allowed their children to use their
identification cards to register accounts,
apopular method toflout the rules.

Nevertheless, the report is the latest
indication Beijing’s attitude towards
gaming has eased further since it ended
an eight-month ban on the launch of
new games in April. Some new games
have been allowed tolaunch since then,
but many are still awaiti

party’s official newspaper, published an
opinion piece last week saying the gam-
ing industry could “support the devel-
opment of advanced technologies” and
“play a more important role in enhanc-
ing the global influence of Chinese cul-
‘ture”. In September, Tencent and its big-
gest local rival NetEase received
approvals to launch new paid games for
‘the first time in more than a year.

“From the start of next year, we
expect to see gradual and more regular
approval of gaming licences,” said Cui
Chenyu, a gaming analyst at research
company Omdia. “The total number of
games receiving approval will be lower
than before the policy change,” she said.
“Foreign games will face stricter censor-
ship than before.”

Tencent and NetEase have focused on
international expansion after Beijing’s
curtailing of minors’ gaming time. In
recent months, both have invested in
foreign games publishers: Tencent in
Tokyo-based FromsSoftware and
NetEase in Paris-based Quantic Dream.

«Cui noted the two were also seeking to
“leverage their gaming technology” and
“cash flow from gaming” to develop
metaverse-related tech such as virtual-
reality d cloud services.

The People’s Daily, the Communist

Additional reporting by Nian Liu in Beijing

Penguin-Simon & Schuster megamerger folds

ALEX BARKER — LONDON

Penguin Random House’s proposed
$2.2bn acquisition of Simon & Schuster
has collapsed over antitrust concerns,
endinga costly two-year effort tocreate
what would have been a book pub-
lisher of unprecedented scale.

Simon & Schuster’s parent company,
Paramount Global, sounded the death
knell for the deal by deciding not to
appeal against a ruling by a US federal
judge that earlier this month blocked
the tie-up on the grounds it would dam-
age competition.

The collapse is a serious blow to

German media group Bertelsmann, the
owner of Penguin Random House,
‘whose leaders pursued the megamerger
despite warnings it would push the lim-
its of competitionlaw.

Bertelsmann initially said it would
appeal but, under its agreement with
Paramount, only had two years &um
when the merger was d to

tainty hanging over Simon & Schuster
and the limited prospects for securing
merger approval through an appeal,
said people familiar with the decision.
The challenge for Paramount’s chief
executive Bob Bakish isnow torelaunch
a sale process for Simon & Schuster in
more d!a].lengmg marlmt conditions.

Ber i ly outbid

secure approval — a period that expires
this week. As a result of the failure to
secure regulatory clearance, Paramount
said Bertelsmann was “obligated to pay
a$200mn termination fee”,

Paramount decided to halt the proc-
ess because of the protracted uncer-

Rupert Murdoch’s News Corp and
French media group Vivendi for Simon
& Schuster. The failure is one of a series
of setbacks for Thomas Rabe, the Ber-
telsmann chief executive who has beton
a consolidation strategy in books and
television.
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COMPANIES & MARKETS

Investors nibble on debt less

exposed to economic slowdown

but keep clear of riskier groups

ERIC PLATT AND HARRIET CLARFELT
NEW YORK
‘wall Street banks are using a thaw in
corporate debt markets to offload
billions of dollars’ worth of loans tied to
risky private equity takeovers but many
are still incurring losses to clinch deals
with investors.

The sale of debt this month linked to
theb of i
Nielsen offered a repneve to lenders
lncludmg Bank of Amerlca and

Fixed income. Lender reprieve

US banks take advantage of trading thaw
to shift ‘hung loans’ off their books

‘,”“ 4
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BArCIAYS, WIICN are Qesperate To clear
“hung” deals that have piled up on their
balance sheets this year because of a
dearth of investor appetite.

The $3.2tn market for riskier corpo-
rate bonds and leveraged loans has
begunrevvingup in recent weeks aftera
long lull, paving the way for banks to
mull sellingsome debt ontoinvestors.

However, conﬁdence in markets

andrisi ion fears
mean that many deals remain too risky
for investors to touch, even though
othersare beginningtogo through.

“The hung [loans] have clogged up
the system and held up capital but [this]
is likely temporary,” said Peter Gleys-
teen, chief executive of asset manager
AGL Credit Management.

He added that uncertainty in the
global economy had “caused investors
to stop, look and listen . . . There’sa lot
of capital available butit’s not being put
touseintheusual way”.

The bond and loan deals that
banks have been stuck holding were
struck late last year or early this year
before markets were jolted by soaring
borrowing costs. The banks committed
to finance the takeovers at far more
generous terms than a company could
find in markets today.

Last week, lenders led by Citigroup
and Bank of America abandoned part of
a planned $2.4bn debt sale to fund
Apollo Global Management’s $7.1bn
takeover of car-parts maker Tenneco,
after steep discounts and double-digit
yields failed to woo creditors.

Weeks earlier, a $3.9bn debt offering
to fund Apollo’s purchase of telecoms
group Brightspeed was scrapped.

Onelender called the Tenneco deal “a
Hail Mary effort to see if [the banks]
could capitalise on recent market
strength”. In the end, investor orders
came upshort.

Instead, banks have had luck
drumming up interest in debt offerings
from companies with higher quality
ratings, including those judged by
investors as being better equipped to
withstand an economic slowdown.

Banks have been able to offload $2bn
worth of hung debt tied to the $16bn
takeover of Nielsen and they are in the
final stages of selling a further $1.75bn
loan linked to the deal. The loan is
finding solid demand and is expected to
be finalised this week, according to
people briefed on the matter.

The Nielsen debt nonetheless carried
eye-watering yields for potential inves-
tors with banks offering steep discounts

All pages from Financial Times (Asia), Wednesday, November 23, 2022

Clearer road: lenders including Bank of America are desperate to clear ‘hung’ deals that have piled up on their balance sheets this year because of a dearth of investor apptite — Amir na )

The sell-off this year has walloped the junk bond market
Average price of junk-rated US corporate bonds, by rating (cents on the dollar)

Junk bond and loan sales slide to lowest level since financial crisis
Issuance of new leveraged loans and junk bonds In the US, by year (Sbn)
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to help move the bonds off their books.
Even after the bond and loan offerings
are completed, bankswill be left holding
billions of dollars of Nielsen debt.

Other debt deals, particularly ones
not tied to new leveraged buyouts, have
raced through the market.

Bankers at Goldman Sachs under-
writing a $1.7bn loan for motor racing
series F1 last week were able tolock in

everything. What is true is that people
have reservations about particularly
cyclically sensitive credits and those in
flux because of strategy.”

The more tentative mood in credit
markets represents a shift from the
early months of the year. Central bank
stimulus at the height of the coronavirus
crisis had sparked an era of cheap
money that flowed into the early

lower T for
after a - -
mlalgemdem ‘What is true is that )
The company, which has a double B people have reservations
rating from S&P Global —near the top of about p 'Cularly

the agency’s speculative grade rankings
—issued the loan with ayield of roughly
7.9 per cent, paying 3.25 percentage
points above a key benchmark for this
type of debt. When bankers first started
marketing the loan, the yield was

cyclically sensitive credits’

months of 2022, spurring enthusiasm
for dealmaking and the refinancing of
existing debt as interest rates stood

protracted economic slowdown as they
striveto curb rapid price growth.

A recession would potentially mean
lower consumer spending just as groups
face a dramatic escalation in borrowing
«costs that has already effectively locked
many out of capital markets.

Junk-rated US bond sales have this
year slumped to their lowest levels
since the global financial crisis in 2008,
generating proceeds of just $101bn,
according to data from Refinitiv. Last
‘year, issuance stood at $464bn.

Leveragedloan sales have also slowed
dramatically after a bumper 2021. And
the debt that has been able to attract
willing investors over the past two
months has tended to be single and
double B rated with borrowers often
having to provide stronger investor
protections in the documents that

Debt financing has been a central
Ip of private equity
for years, supporting buyout firms’
acquisitionstrategies.

But it also constitutes a critical source
of funding for companies of all sizes
around the world as they go about their
daily operations, from tech and media
giants to high street retailers.

At the same time, the underwriting
of corporate debt sales has proved
hugely lucrative for banks during hot
periods of dealmaking when there are
many willing buyers and sellers in the
market.

But it has become a major headache
and a drain on lenders’ own coffers as
investors have stuck to the sidelines this
year for fear of further volatility to
come.

“Idon’t think we’ve seen the last of
this volatility, especially when you
think about inflation, the big R
word [recession], broader economic
uncertainty and everything going on
in Europe,” said Cade Thompson, head
of Us debt capital markets at KKR. “It
feelslike we’re stuck here for a bit”.

Asset management

Abrdn poised for FTSE100 index
comeback after surge in share price

ADRIENNE KLASA — LONDON

Abrdn is poised to rejoin the FTSE 100
index after a sharp rally in its share
price, helped by a planned return of
capital to investors.

The investment manager’s stock has
risen 35 per cent since August when it
was dropped from the index, the first
time it had not been included in the top
table of UK companies since it was
formed through the merger between
standard Life and Aberdeen Asset
Managementin2017.

Data from FTSE Russell indicated
that the investment group will rejoin the
list of blue-chip stocks when the index
rebalancing is finalised next week.

The recent surge in shares has
restored the group’s market
capitalisation to $4.1bn, although it is
still down 20 per cent this year while the
overall index has largely erased losses
from earlier in 2022.

The company’s share price had
declined by about 40 per cent from the
start of the year to the end of August,
which was part of a broader market sell-
off.

Active investment managers have

Wednesday 23 November 2022

also struggled with performance and
outflows because of longer term worries
about their ability to compete against
cheap, passive alternatives.

However, Abrdn’s problems were
viewed as more pronounced than its
peers, as investors questioned its
investment performance and the
wisdom of building out a wealth
platform business by acquiring
Interactive Investor near the top of the

rdn’s market capitalisation has
been restored to $4.1bn

market. The company, which has
£508bn under management, reported a
pre-tax loss of £320mn in the first half
oftheyear.

However, efforts by executives to
sell the new strategy, the completion of
the Interactive Investor transaction,
efforts to rationalise underperforming
funds and the of a

expected to be ashigh as 8.5 per cent. closetozero. governtheir bonds andloans. Our global

The recent borrowings are “helping But bonds and equities have since Adam Abbas, the co-head of fixed team gives you
dispel the myth that thereis thistonof  comeunder acute pressure, takingahit  income at Harris Associates, said market-moving
high-yield [debt] that can’t clear the  from high inflation and rising interest markets were eﬁechvely" closed for news and views,
market”, according to Andrzej Skiba, rates. Inturn, fearshave i ifiedthat  triple Crated i raise 24 hours a day
head of US fixed income at RBC Global  the US Federal Reserve and its global ~ debt, raising the spectre of “a natural ft.com/markets
Asset Management. “Thereisapricefor ~ peerswill tighten monetarypolicyintoa  defaultcycle”.

Equities

Chinese regulators warn zero-Covid
winners of tighter checks on IPOs

CHENG LENG — HONG KONG
NIAN LIU — BELJING

Chinese regulators have warned that a
wave of initial public offerings from
companies claiming to be involved in
China’s booming Covid-19 testing
sector will be subject to added scrutiny
over concerns that their high growth is

chunky capital return programme
appear to have helped turn its fortunes
round.

“People have been frustrated by the
pace of change five years after the
merger but I've been here since
September 2020, Abrdn chief
executive Stephen Bird told the
Financial Times following its first-half
earnings announcement. “I can only
move as quickly as you can manage
change [and] we are moving very, very
quickly.”

The other expected FTSE 100
addition, which will be confirmed at
market close next Tuesday, is
Scottish engineering group Weir
Group, while Dechra Pharmaceuticals
and Harbour Energy are slated for

A group of companies including

growth in its deliveries during
ai’s lockdown.
The listing attempts and the pmﬁt
disclosure of zero-Covid beneficiarie:

quality of IPOs and push forward IPOs

of relevant companies in a prudent

manner.” The Shanghai Stock Exchange
Isoissued asi

have unleashed criticism on social
media site Weibo and WeChat about
their fundraising plans.

“We pay close attention to the listing
applications of companies involved in
nucleic acid testing and insist on strict

Dakewe Biotech, a medical equipment ¢ =
distributor, that have prospered under We pa}./ C!O se atte.nt.l(?n
Beijing’s pandemic policies have filed to the listing applications
1PO applications in shanghai, Shenzhen OfCOIl‘lp anies involved
and HongKong. N . N L,
‘Some of them, such as Cowin in nucleic acid testing
a lymtech have

already been giventhe green light tolist.

Shares of CoWin BioSciences gained
13.6 per cent in Shanghai since it listed
on October 25 while the benchmark
shanghai Composite index added 3.7
per cent during the period.

Earlier last month, Shanghai-based
food supplier Pang Pang Xiang also filed
its prospectus to Hong Kong Stock
Exchange. Pang Pang Xiang’s profit

relegation. margin spiked in the first five months of
Abrdn declined tocomment. 2022 to 74 per cent, driven by huge
* FINANCIAL TIMES

reviews, especlally m the frnm of

Py
that the testing tube business only
accounted for alimited portion of its full
businessportfolio.

Businesses such as tourism, aviation
and catering services significantly
suffered over the past three years due to
Beijing’s strict social distancing rules
while prices of vegetables and meat
soared during lockdowns, leaving resi-
a Tivi

But the Covid testinggroupsand some
food delivery services posted bumper
profits. The net profit of Dakewe
]umped sixfold in memm ayear eaI—

business
Stock saidina on

Tier, thy pany’s Marc] h
id in most major Chinese cit-

Munday onits official WeChat account.
For those already listed, the exch

ies still need to take PCRt;estxevery?A
to72 hourstomeet strict

said it had earnestly rev1ewed
with

The gross proﬁt margin of Pang Pang

applications from th
a focus on whether the nucleic acid
testing business is their core business
and whether related revenues are
sustainable”.

It added: “We’ll strictly control the

dto74.7 per centin the
ﬁrst five months of this year, its
prospectus filed in October showed.

CoWin BioSciences and Pang Pang
Xiang did not immediately reply to
requestsfor comment.
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The day in the markets

What you need to know

& Wall Street stocks tick up as crude oll
prices steady

» US dollar declines, extending Its
retreat in November

« London's FTSE 100 rises as oll majors
BP and Shell rebound

Us stocks ticked higher yesterday as
traders kept close tabs on the Covid-19
situation in China and the oil price
recovered following a volatile session.
Wall Street's S&P 500 added 0.8 per
cent in early affernoon frading in New
‘York while the fech-heavy Nasdag

Famnncitn mainnd A & nar cant

‘ UK stocks rise as oil prices steady ‘

FTSE 100 index

A M.

YN

Heed warnings over
state encroaching too
far on Europe’s banks

Jérome Legras

Markets Insight

arge European banks have
excess capital of more than
€500bn. For listed banks, this

ranracants AT nar nant nf thair

pean Central Bank imposed a blanket
dividend ban, whatever the strength of
the bank’s balance sheet. This was justi-

fiad not anhr an enhrancs aranmde bt

some sectors such as weapons are more
difficult. Bank shareholders might have
the impression that they are asked to

An tha inh nf laurmalrare afraid fa tala
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US equities fell in the previous session
as rising cases of Covid-19 in China
weighed on hopes that the world's
second-biggest economy might be about
to relax ifs virus control measures.

The country reporfed almost 28,000
new Covid cases yesterday, close fo its
record daily caseload.

China's zero-Covid approach had
“suddenly returned as a very central
driver for global markets” and was
helping to fuel “a return to the dollar”,
said Francesco Pesole, FX sirafegist at
ING.

The US dollar fell 04 per cent against a
basket of six other currencies over the
past week, bringing its decline in
November to 3.8 per cent.

“Optimism on China's outlock was one
of the two key forces, along with
speculation about a dovish pivet by the
[US Federal Reserve], behind the sharp
dollar correction earlier this month”
Pesole added.

Minutes from the Fed's November
meefing, due fo be released foday, may

prn
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provide further clues on the outlook for
monetary policy.

Elsewhere in equity markets, London’s
FTSE 100 gained 1 per cent, boosted by
gains for oll and gas majors such as BP
and Shell, up & per cent and 7 per cent
respectively.

The pan-regional Stoxx Europe 600
added 07 per cent.

Hong Kong's Hang Seng index fell 1.3
per cent while the CSI 300 of Shanghai
and Shenzhen stocks finished flat.
Tokyo's Tepix rose 11 per cent and Seoul's
Kospi shed 0.6 per cent.

Oil prices steadied yesterday after the

cartel of major exporters and their allies
reiferated plans to stick fo fargefs fo cut
production rather than increase output to
make up for any shortfall from Russian
supplies.

nl;rke!tw’alue.r

In a world where banks were free to
remunerate shareholders as they
wished while keeping capital above
minimum requirements, they could pay
43 per cent of their entire market value
asaspecial distribution.

This is a stunning number. Yet, Euro-
peans banks trade on an average valua-
tion of 0.6 times their book value.

han s sy was evav iy gt v

s e s cas i van

also because banks “needed to continue  decisionsthemselves.
tofund the economy”. Fma]ly recent tax developmentshave
The underlying ion — banks the idea that a bank’s money

must act in the general interest, not in
their own — sounds very noble, but is
also not usually associated with private
companies. Banks are normally free to
contract or expand their balance sheet,
depending on their perceptions of the
economicenvironment.

is government’s money: after years of
depressed returns, some countries (such
as Spain and the Czech Republic) have
decided toimpose a “bank windfall tax”
tooffset the effect of monetary policies.

The financial unpact remains modest
buti

Thisis not b have beentrad-
ingatlow valuations for along time. For
‘'years, the blame was mostly on negative
rates, hurting profitability. The revers-
als of monetary policies worldwide have
changed that and expectations of banks’

Brent crude, the
benchmark, added 21 per cent fo $89.34 a
barrel. West Texas Intermediate, the US
marker, also rose 2.3 per cent 1o $81.86.

The market had a volatile previous
session after the Opec group of cil-
producing nations denied a report by the
‘Wall Street Journal that the group might
increase supply by up fo 500000 barrels
aday. George Steer and Jaren Kerr

Markets update
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Forecast-beating results lifted Best Buy,
with the elactronics retailer reporting
third-quarter earnings of $1.38 per share,
which comfortably beat wall Street's
$103 estimate.

Corie Barry, chief execufive, said Best
Buy anficipated shopping patterns “more
similar fo historical holiday periods” with
activity concentrated between the Black
Friday week and December 25.

Providing a further fillip were upgraded
ccomparable sales targets for the full year
and news that it had resumed share
repurchases this month, leading to
around $1bn worth of buybacks in 2022.

Preppy clothes retailer Abercromble &
Fiich surged after snapping a two-
quarter losing streak to post a small
profit of 1 cent per share in the third
quarter, way better than the 16 cents loss
analysts had expected.

These results were driven by
‘Abercrombie brands, which delivered the
highest third-quarter net sales since 2014.

Discount store chain Dollar Tree sank
despite posting third-quarfer earnings of
$1.20 per share, which edged past the
Refinifiv-compiled estimate of $118.

Weighing on Dollar Tree was its more
cautious outlook caused by pressure on
margins as the refailer lured in price-
sensitive shoppers. This meant full-year
earnings per share would be in the lower
half of a $710 to $7.40 range. Ray Douglas

Aratings upgrade helped lift Repsol, the
Spanish energy operator, which was
raised from “sector perform” fo
“outperform” by RBC Europe.

The group was set to benefit from
“continued tightness in the middle
distillate market", said the broker,
referring fo products such as heating oil,
diesel and Jet fuel.

‘This situation would be exacerbated by
EU oil-product sanctions in early
February next year, added the analysts.

Repsol was also well placed fo navigate
a period of significant crude volatility,
owing fo a “complex refining system” that
gave it flexibility fo source a variety of
crudes, said RBC.

‘Germany’s ThyssenKrupp sank affer
reports that investment firm Cevian
Capital had slashed its stake in the
industrial group To less than 1 per cent.

The Anglo-Swedish activist investor
raised its holding in ThyssenKrupp back
In 2013, sparking speculation if would
press for a break-up of the business —
reforms that largely failed fo materialise,
bar the sale of its elevator unif.

The suspension of its dividend dragged
Germany's TAG Immobilien lower.

The real estate group said that this
decision was made because “inflationary
trends and sharply higher interest rates”
had made capifal markets more volatile fo
assess. Ray Douglas

Electricals refailer AO World surged on
signs that its recent performance “may
have bottomed out” and was “ready to
recover”, said Russ Mould, investment
direcfor at AJ Bell

Profit for its fiscal full year was
expected fo be near the fop end of its
previous guidance and AC's outlook for
‘the following year had “been set above
current consensus”, the company said.

‘Vodafone retreated following a double
downgrade by Credit Suisse, which
lowered its rating of the telecoms
operator from “outperform” o
“underperform”.

The revision came affer
“disappointing” half-year resulfs, said the
broker, which anticipated higher energy
costs in 2024 for Vodafone and costlier
access to Germany’s fibre market over
‘the long term.

An isolated takeover rumour helped
push Entaln higher.

A post on osga.com, described as an
“independent ‘watchdog’ agency that
monitors the offshore sportsbook, casino
and poker Industry", said BetMGM was
prepared to “do whatever it fakes™ fo buy
‘the gambling group.

Quoting “a source with strong
connections to MGM", the article claimed
‘that the US suitor was particularly keen
on gaining full control of Entain’s North
American operations. Ray Douglas

fitability has risen sharply.

So what is going on? Back in the mid-
2010s, there was an old joke about
banks’ excess capital: as a shareholder,
you'd be a fool to believe it belonged
to you, because it belonged to
governments. They would take it
through fines for past misbehaviours or
new capital requirements. But that also
is a story of the past: the Easel w

pofbanking
finalised and global litigations are fall-
ingfast — except maybe for a few banks.

Have governments found a new way
of “taking” banks’ excess capital?

There isa theory gaining traction that
our times are eerily like the 1970s with
deflation, recession, energy shocks etc.
And that, as in the 1970s, this will lead
government to control banks and
credit excessively, something that will
ultimately hurt shareholders.

There are indeed some worrying
signs, of which Twill describe four. Atthe
onset of the Covid-19 crisis, the Euro-

during the ic, a
large share of new loans were guaran-

A theory gaining traction
is that our times are eerily

like the 1970s — deflation,
recession, energy shocks

teed by governments. In theory, a bank’s
rolein the economy is to allocate capital
and assess risks. When they lend hun-
dreds of billions with state guarantees,

and per ially as central
banks face big losses on their quantita-
tive easing bond-buying programmes
as interest rates rise — losses that will
be passed on to governments. The
temptation to recoup those will be huge.

still, I believe we should not exagger-
ate those trends. Most lending remains
unconstrained. Moreover, Covid was
truly an unprecedented event and the
argument that “there will always be
another crisis to justify government
intervention” is a bit wealc.

But this should be a warning. A world
of low rates has brought us capital

they are y transforming a big
part of their balance sheet into quasi-
government entities.

The rise of environment, social and
governance factors is directing banks”
lending more. This works in subtler
‘ways with complex regulatory disclo-
sures and veiled threats of higher capital
requirements but the conclusion is the
same: bank lending is channelled to
some specific sectors, based on consid-
erations that are not entirely financial.

It is very easy to understand the
dramatic need to fund the low-carbon
energy transition but discussions
around the taxonomy or exclusion of

llocation. It would be a shame to
replace one misallocation with another.
From 1972 to 1985, France had a
quantitative credit control system. A
few years after it ended, the country
faced its “worst banking crisis since
‘World War Two”, according to the
Senate, and part of the damage wasdone
by 13 years of credit control.
We should not repeat those mistakes
— strong banks make a strong economy.

Jéréme Legras is mandging partner and
head of research at Axiom Alternative
Investments; Axiom is an investor in bank
shares and bonds
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ARTS

Italian artist Evaristo
Baschenis’ works at Galerie
Canesso arean [lHUSHﬂI
window on to I7th-century
craft. By Susan Moore

fine layer of dust veils the
backs of musical instru-
ments left on a table. The
music has stopped, the
musicians departed: the
lutes, cittern, mandola and guitar are
streaked by marks of recent touch. In
the surrounding darkness, these art-
fully lit abandoned instruments loom
large. Their representation could
almostbe described as portraiture.

“still Life with Musical Instruments”
is one of three canvases that make up
the Agliardi Triptych, the masterpiece
of the enigmatic and highly original
17th-century Italian painter-priest
Evaristo Baschenis. 1t forms the centre-
piece of the first monographic exhibi-
tion of his work in France, at the Galerie
Canessoin Paris.

There are no paintings by this little-
known artist in French museums; in
fact, very few exist outside Italy; even
there, the nucleus remains in private
collections in his hometown of Ber-
gamo. It was the gift of a painting to the
Musée des Beaux-Arts in Brussels in
1908, and the subsequent discovery of
hissignature, that launched a re-evalua-
tionof Baschenis — just at the time when
Braque and Picasso were also turning to
the violin, mandolin and guitar as inspi-
ration for their Cubist works.

‘While Baschenis can lay claim to hav-
ing invented the genre of the still life of
musical instruments in the 1640s, the
questions of why he did so, and the real
subject of his rich but allusive art, con-
tinue to intrigue art historians. We know
Baschenis was a passionate amateur
musician: his estate sale reveals that he
owned some 14 instruments and
numerous scores. His sole self-portrait
appears as one canvas in the Agliardi
Triptych and shows him playing the
spinet alongside Count Ottavio Agliardi,
who plays an archlute. The third paint-
ing of the triptych depicts the other
Agliardi brothers. Figures are rare in
Baschenis’ work, portraits even rarer,
and even here the instruments remain
the real protagonists, not least the
elaborately figured guitar played by
Count Alessandro, clearly signed by the

Priest’s paintings duste

Venetian maker Giorgio Sellas. Such
makers deserved their due.

Cremona, Brescia and Venice, all close
to Bergamo, produced the greatest
stringed instruments in Europe. It was
probablyalso no coincidence that many
of the artist’s tabletops were covered
with silk damask, the source of Ber-
gamo’s wealth. In his most theatrical
canvases, such as that on loan from the
Accademia Carrara (another “still Life
with Musical Instruments”), tasselled
swags of drapery open to reveal the
whole gamut of intellectual pursuits

engaging the town’s refined and culti-
vated elite. A statuette by Alessandro
Vittoria and richly patterned “Lotto”
carpets suggest their collecting inter-
ests, spines of books reveal the poetry
they read, their interest in law, science,
philosophy and mathematics.

In this sense the works are not so
much allegories of the liberal arts as cul-
tural portraits. Baschenis’s own study of
geometry and mathematicsis evidentin
the mastery of his perspectival fore-
shortening and the almost architectonic
volume of his full-bodied lutes. He may
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Evaristo Baschenis” sole self-portrait (circa 1665), with the artist at the spinet
and Count Ottavio Agliardi with an archlute

“still Life with Musical
Instruments’, circa 1660

well have used a perspective viewfinder
device, such as that described in the
previous century by Diirer.

Yet these paintings are not exercises
in illusionism and fidelity alone. The

Jancholic, almost metaphysical
Agliardi still life, for instance, is an invi-
tation to contemplate the inexorable
passage of time, the ephemeral nature
of pleasure and life itself. Dust gathers,
the corners of the vellum-bound sheet
music curl as they are exposed to the
atmosphere, apples slowly rot. This is
the stuff of northern European vanitas
paintings, but the candles, skulls and
hourglasses are absent here, as is any
obvious moral message.

Fruit and a cut carnation may have
been included to make this also a
symbolic representation of the five
senses: sight, touch, hearing, taste and
smell. Baschenis might also have
delighted in verbal and visual puns

In the surrounding
darkmess, these artfully
lit and abandoned
instruments loom large

in various languages. The dish of apples
— mela— is close to melos (melody), the
trompe l'oeil fly — musca — alights on
another score, musica. Conceits of this
kind were common in texts of the period
which relished the unlikely juxtaposi-
tions of opposites.

Perhaps this partly explains why
Baschenis set up shop in 1643 as a
painter of still lifes of musical instru-
ments and kitchen scenes. The musical
still life in the Museum Boijmans van
Beuningen in Rotterdam evenhasarep-
resentation of fish and dead game as its
pendant. Food for the body and the soul.

Baschenis's paintings have long
drawn the attention of musicians, musi-
cologists, instrument makers and con-
servators captivated by the painter’s
attention to detail — the grains and hues
of different woods, the ribs on the cases,
the restorations, the signatures, the
inscriptions and notes of musical scores
for various instruments. Research for
this exhibition has identified the precise
score on the spinet stand in a work on
loan from a private collection — a vari-
ant to the composition borrowed from
the Museo Teatrale alla Scala in Milan. It
belongs to a 1568 edition of a book of
madrigals by Orlande de Lassus, a set-
ting of 14th-century verses taken from
Petrarch’s collection of poems, Canzo-
niere. They must have had a particular
meaning for the artist’slearned patron.

To December 17, canesso.art

Therise of the silver snipers

GAMING

er family calls her granny.
Onofficial documents she’s
Inger Grotteblad. But to
the Swedish gaming com-
munity, she goes by Trig-
ger Finger. Grotteblad is 70, with ice-
blonde hair. When I speak to her over
Zoom, she’s wearing a T-shirt embla-
zoned with the name of her competitive
gaming team, the Silver Snipers. The
group is dedicated to older players, with
an average age of 70.4; the oldest mem-
ber is 80. They specialise in popular
shooter Counter-Strike: Global Offensive
and when they go on to the streets of
Stockholm wearing their branded jack-
ets, people recognise them. “Young kids
love us,” says Grotteblad with a smile.
“We show that games are for everyone.”

The silver Snipers represent older
gamers, a demographic which is grow-
ing as the first generation of life-long
gamers now approaches retirement age.
The average age of gamers has risen to
around 35 and a survey found that the
number of gamers aged between 55and
64 has increased by a third in the past
three years. One of the most prominent
is shirley Curry, aka “the Skyrim
Grandma”, who streams gameplay mul-
tiple times a week to a fan base of more
than a million YouTube subscribers,
whoshe callsher “grandkids”.

Gaming is still largely considered a
pursuit for the young, and not without
reason. The Silver Snipers struggle to
compete at a professional level. They
didbeatother teams of older playersina
2019 tournament but when they played
Norway’s best team, Grotteblad sus-
pects the youngsters let them win. “It’s
hard to compete with young players

is usually mere fractions of a second,
these intervals matter.

Grotteblad started a Facebook group
called Senior Gamers to introduce oth-
ers to her hobby and help them work
around their reaction times, alongside
other age-specific obstacles. Where
older players might find modern games
have complex controls, she suggests
they might play strategy or puzzle
games. If people don’t have long
stretches of time to play because of fam-
ily and work responsibilities, they might
avoid 50-hour and instead

gaming lessons to a group of older
women. She says they are mostly moti-
wvated not by entertainment but by gam-
ing’s sense of community and family.
“They’re able to build bridges towards
their grandchildren,” she says. Her own
teenage grandsons have helped improve
her aim on Counter-Strike, while she has
introduced her granddaughters to sur-
vival game Valheim.

Cotgreave extols the social benefits of
gaming. Every Christmas, three genera-
tions of his family play Wii Sports,

try casual or turn-based games which
can be playedin short bursts.

Shirley Curry streams
gameplay multiple times
aweek to a fan base who
she calls her ‘grandkids’

Games have been shown to improve
cognitive function, strategic thinking
and boost memory, and can have other
benefits for older people too. Alexander
Cotgreave, 54, told me that gaming was
alifeline for him when he had torest fol-
lowinga stroke and heartattack. “Tused
gaming as part of my recovery and it
proved what a positive force it can be,
keeping me engaged at a time when I
was feeling very low;” he says.

Alongside her 570-strong Facebook
group, Grotteblad gives in-person

his 80-year-old father-in-law.
Meanwhile he connects with his son
through Fifa. “I'm not a football game
fan but this means that I get to spend
quality time with my 11-year-old doing
something that he loves,” he says. “It
makes me feel fantastic to know that 'm
engaging with my children on some-
thing that they’re interested in.”

While researching this article, I sent
out questions to a community of older
gamers who congregate on online chat
platform Discord. The subject that gar-
nered the most strident responses was:
“How long do you think you'll continue
gaming?” One 57-year-old said: “You're
never too old to be a gamer. As my
mother told me once: “Inside, 'm 16"
Gaming lets that 16-year-old out. I will
game until 'm physically unable to”

Another in their late fifties said:
“Gaming isa way that we can inhabit our
imagination and share it with others. As
longas I'm alive, that shared experience
istoo important to ignore.”

Trigger Finger:
70-year-old
Inger Grotteblad
is one of the
Silver Snipers
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because they're faster on the trigger,”

she says. “If I stand in front of them,
they’ll always shoot me first” Research
shows that human reaction time peaks
in the late teens and begins to decrease
from the early twenties, and older play-
ers can have trouble with finger and
wrist mobility. Although the difference
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The Middle East’s most ambitious renewables programme will help the kingdom meet domestic
emissions targets, but the energy ministry says it will also free up more oil to sell to others.
By Andrew England and Samer Al-Atrush

hen Paddy Pamanathan

first pitched the idea

of introducing a sliver of

renewable energy into

Saudi Arabia’s electric-
ity supply, the state utility gave him
short shrift.

The chief executive of Riyadh-based
energy firm ACWA Power recalls being
politely told to “go away” in 2007 after
it was pointed out that the supplier
was receiving oil ata “very competitive
price,” far cheaper than solar.

It was a predictable response in the
world’s top crude exporter, which has
for decades happily burnt billions of
barrels of il to fuel power plants, desal-
ination units and industries at heavily
subsidised rates. “The incentive was
not there,” says the Anglo-Sri Lankan
executive.

But 15 years on, he and ACWA are on
the front lines of the Middle East’s most
ambitious renewables programme as
the energy-guzzling kingdom that is
one of the planet’s top emitters of CO,
promises to go greener and cleaner.
Saudi Arabia last year set the target of
having half its electricity generated by
renewables by 2030.

That means raising the amount of
power generated by solar and wind from
less than 1 gigawatt to 58 gigawatts
in just over seven years. ACWA, a state-
affiliated company, is the lead vehicle
developing renewable projects.

“Yes, it’s ambitious, [but] it’s been
done in a heartbeat in China, it’s been
done on a significant basis in India,”
Padmanathan says. “Money is not in
short supply [and] the commitment is
there from the procurer. The supply
chain, yes it’s a challenge, but it’s not
insurmountable.”

The state-backed plan, if successful,
would represent a radical shift in the
kingdom and be critical for Riyadh to
lower its emissions to net zero by 2060,
asitpledged in October 2021.

Despite the state’s dependence on
fossil fuels, officials say the kingdom is
serious about tackling climate change
and adapting to the energy transition.

They cite plans to harness emissions
generated by the production of hydro-

Saudi Arabia’s green deal

carbons by developing carbon capture  Saudi energy ment entities have been mobilised to  to rise from about 3.4mn b/d of oil Thereforms, combined with a period its targets, he returns to the theme
and storage technology; ambitions to  minister Prince support an “oil sustainability pro- equivalent to about 8.3mn b/d of oil  of subdued economic growth, caused of freeing up oil to export. “That’s the
become the world’s top exporter of  Abdulaziz bin gramme” to ensure the commodity equivalentby 2028. Ifnothing changed,  electricity demand to flatten and drop incentive,” he says.

clean hydrogen; and the launch last year
of Riyadh's “green initiative,” with goals

Salman says the
kingdom’s plans

remains part of the future energy mix
by developing new uses for hydrocar-

the oil availability for exports would
declineby 3mnb/d, he predicted.

in2019 for the first time onrecord.
In per capita terms, consumption

‘What to believe

that include planting 10bn trees inthe ~ will save the bons, including using polymer-based The kingdom began considering declined 3 per cent per year on average Buteven those who believe the plansare
kingdom. government materials in concrete, roads, tiles and  alternatives, including a brief dalliance ~ between 2016 and 2019, although it was feasible question whether the kingdom

But climate experts remain sceptical  money, bring in packaging. It is what Prince Abdulaziz ~ with renewables that led it to establish  still nearly three times the global aver- will meet its schedule. Nick Mabey, co-
that the kingdom will meet its promises, ~ revenues and callsa “hedge” to ensure thelongevityof  the King Abdullah City for Atomicand  age, according to Kapsarc. In June, a found of Third Generation Environ-
having watched previous announce- lower domestic oil’s future as traditional usesof the fuel, ~Renewable Energy in 2010, a sprawling ~ World Bank report estimated that Saudi mentalism, says Saudi Arabia’s goals
ments about renewables come and go  emissions particularly for transport, decline and  research campus to be based in Riyadh. Arabla was losing $128bn a year by sub- were “technically viable” but “the big
with little, if any, traction on the ground. :n"‘:"‘""::;’: Boombeg  the kingdom looks athow besttomone-  Three years later, it released a white from explicit costs such as question mark is why they haven’t been

Instead, they see a state addicted to
fossil fuels that has historically been
obstructive at global climate change
talks. At COP27, it successfully cam-
paigned alongside other countries to
keep language on the phaseout of all fos-
sil fuels out of the final declaration.

“It’s a little hard to take it seriously
before having actually seen the concrete
development,” says Mia Moisio at the
NewClimate Institute. “There’s ahistory
of kind of stop-and-go in terms of

tiseits primary resource whileit can.

“you will still have growth [in oil
demand], and even if you plateau or it
comes down, look at who [else] is going
to remain producing,” Prince Abdulaziz
says. “In absolute numbers, your pro-
duction may not change, as a matter of
fact it may grow because some other
producers may shrink.”

The kingdom is already working to
increase its production capacity from
12.2mn b/d to 13.4mn b/d by late 2026,

paper that outlined ambitions of pro-
ducing 23.9GW of renewables by 2020
and 54GW by 2032. Yet none of those
plans made it off the drawing board.

“The leadership, the people in high
positions, have been conscious of it, but
I'think there’s also been major conflicts
of interest and major differences of
opinions,” Moisosays.

Instead, the focus was put on ramping
up gas production, which historically
was considered less financially attrac-

pricing petroleum produclx and energy
lower than the international market, to
implicit costs such as air pollution and
global warming.

saudi Arabia consumes about 5.6mn
barrels of crude and related liquids a
day tomeet its domestic energy and fuel
needs, says Jim Krane, a Gulf energy
expert at Rice University’s Baker Insti-
tute for Public Policy. “The oil intensity
inthe kingdom is just unsustainable.”
The turning point

doingitalready.
He says he is “intrinsically sceptical
.. but this is not philanthropy, this is
purely in their economic and political
interests” He adds that no one thinks
Riyadh “is going to become a supporter
of Greta Thunberg and rapid climate
transition. But the fact is the more peo-
plewho displacedirty fuels, like oil, with
renewables . . . it's good for the planet.”
Few doubt the kingdon’s potential as
a producer of renewables as it boasts

renewable energy policy.” and Prince Abdulaziz says that transi-  tive to develop than oil. Since 2010, gas wvast stretches of sparsely populated
. 2 tioning to renewables will equate to saudi officials acknowledge there hasin desert thatis prime land for solar farms.
Atriple-winsituation’ “adding excess capamty which was the past been uncertainty and discom- “It’s the cheapest place to make solar
But officials in Riyadh say this time going down the Thr::‘":::“ forttowards renewables. electricity in the world,” Krane says. But
there is genuine appetite for renewables Hence, the gnvernmem is totally ey Padmanathan recalls a period when “their credibility in meeting targets is
— with more at stake than burnishing i ivised to do that [ bles] sparsely populated there was a lot of internal debate, con- not, let’ssay, ironclad”.
the kingdom’s image with the green programme”, he says. desert that Is prime cern that renewables would eat into oil In 2018, Prince Mohammed signed a
lobby. Powerk Kingdo! land for solar farms and gas “as well as disbelief that, really, “The Saudis’  preliminary agreement with SoftBank
While much of the world is looking wer-ungry Kingdom canit be cost competitive?” d for a$200bn scheme to develop a solar
to transition to cleaner energy to wean For years there have been warnings  production has increased by almosta At times it has been unclear which 2dVantage parks project to generate 200GW,
themselves off fossil fuels, in Saudi Ara- that Saudi Arabia’s voracious domestic  third to more than 9 cubicfeet. By2030,  entity was driving the renewables in solaris ing that the deal was “a ha
bia the shiftisjust as much about freeing energy consumption was on an unsus-  the kingdom hopes to increase produc-  agenda. “Itwas all carryingon in a vague almost the in human history”. But there has been
up more crude oil for export. tainable path as cheap, subsidised tionbymorethan half. manner for a few years,” hesays. no progress or public updates on that
The calculus among Saudi policy- prices fostered an environment of The authorities have also sought to The “inflection point,” he says, was ~ Same as its project. There are also questions about
makers is that even as nations seek to excessiveuse and waste. curb decades of soaring electricity con-  around 2015when prices for solar tariffs advantage what electricity demand will look like
go green, the world will still need oil, Households account for about 40 per  sumption through an energy efficiency ~ fell, particularly in the Gulf, whichhas over the next decade as Riyadh pushes
particularly from the lowest cost pro- cent of the country’s electricity con-  programme. Demand hadbeen growing ~ gone on to deliver some of the world’s 11 oil. It's the ahead with hugely ambitious plans to
ducers like Saudi Arabia. The less the sumption, with air-conditioners atanaverage annualrate of about6per lowest rates. The following year, Crown cheapest modernise the nation, including a raft
kingdom burns for domestic use, the responsible for more than two-thirdsof ~ centsince1990. Prince Mohammed bin Salman of megaprojects and an industrial and
more it will be able to export at global that figure in a country where summer “The problem was the energy inten-  unveiled Riyadh’s plan to overhaul the Place to logistic programme that seeks to attract
prices, reaping more petrodollars to temperatures can soar to about 50C. In  sity was [increasing], so to produce  conservative kingdom, which set “an  make solar $425bn in investment over adecade.
help finance the government’s grand- 2020, the nation of about 34mn people  each extra dollar of gross domestic  initial target” of generating 9.56W L When the development plan was
iose plans to develop the nation. “It’sa was the planet’s 11th largestenergy con-  product you would require more and ~ through renewables and to develop eleCmCltY IN  Jaunched six years ago it forecast local
triple-win situation,” says energy minis- sumer, according to the US Interna-  moreenergy,” says Fahad Alajlan, presi-  local industrytoserve the sector. the world’ energy consumption would rise three-
ter Prince Abdulaziz bin Salman, in that tional Energy Administration. dent of the King Abdullah Petroleum Padmanathan says greater clarity fold by2030. Installed electricity capac-
itwill save the kingdom money, bring in Twelve years ago, Khalid al-Falih,  Studiesand Research Center (Kapsarc), came after the energy ministry was ity isnow about 85GW and it is expected
revenues and lower domestic emissions. then head of Saudi Aramco and current ~ aRiyadh-based think-tank. given a more central role in preparing a to be expanded to about 140GW by
“We wish we had the means to doitin investment minister, warned that The policymakers realised that by —master plan and va.hdatmg thework ‘Tt's 2030. “Producing the power to make all
one year, hulbemuseweneedm explnd domestic energy demand was expected fal]mg tu :ddress the issue af energy dunebydlﬁerem ngencles immortant Lhuseﬂ]ulgs happemsgnmgt\)be aHer-
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our gas master System It will have to be
ina phased approach.”

He estimates that the kingdom could
make a netsaving of $130bn in the years
to 2030 by introducing more gas and
renewables into the energy mix and
freeingup oil to export.

At present, just under half of Saudi
Arabia’s electricity is fired by oil and
related liquids, with the kingdom burn-
ing an average of 1mn barrels of crude
and related hqulds a day to keep the

All pages from Financial Times (Asia), Wednesday, November 23, 2022

Soaring Saudi electricity use
Eleciricity demand, by sector (TWh)

Total
Agriculfure

Il Commercial
Industrial
B Residential

lights, air
plantson. Theremamder relles ongas.
Saudi officials make no apologies for
insisting oil will remain core to their
plans, despite Riyadh's push to diversify
the petrodollar-dependent economy.
As part of the strategy, Saudi govern-
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Source: Overview of Saud Electricity Demand by Kapsarc

demand, he aaas, “the OPPOrNITy Cost
they were wastingwas huge.”

In 2016, financial pressures drove
Riyadh to raise electricity and fuel
pricesasit began to tackle the politically
sensitive issue of price reform, while
grappling with a yawning budget deficit
and an economic slowdown. It followed
up witha second round of pricerises two
years later, including a 260 per cent tar-
iffi household users.

Policymakers realised they would
struggle to achieve their targets “tender
by tender,” he says, and instead deter-
mined that the Public Investment Fund,
the $620bn sovereign wealth fund,
would be given responsibility for 70 per
cent of the renewables target, with the
remainder put out to competitive ten-
der. ACWA, now 44 per cent owned by
Lhe PIF after receiving its first direct
in 2018, has become the

‘While the move was designed to ease
the burden on the treasury, it also sig-
nalled an attempt to address a culture
of profligacy as many Saudis, born into
acradle-to-grave welfare system, have
traditionally had little reason to fret
over energy bills or wastage because of
the subsidised system.

FINANCIAL TIMES

main vehicle through which the sover-
eign fund aims to deliver on its commit-
ment of getting 42GW online by 2030.
The kingdom has about 3GW under
construction and 7.1GW tendered.
Prince Abdulaziz says the target is to
have another 15GW tendered this year
and next. Asked how Riyadh will meet

g e

to view the
energy
transition
through the
lens of
regime
security.
Saudi elites
depend on
oil exports
to maintain

their power’

Culean LiIT. Doing 1t With 50 per cent
renewables is going to be even tougher,”
Krane says. “They have to meet demand
growth for all these new projects while
shutting down oil-fired plants and
replacing them withrenewables.”

Much will depend on the whims of
the leadership. As an autocracy, the
kingdom has a streamlined, top-down
policymaking process.

Leaders can also be “capricious”,
Krane says. “I’s important to view the
energy transition through the lens of
regime security. Saudi ruling elites
depend on oil exports to maintain their
power. They certainly wanttodevelopa
Plan B incase oil demand goes away, but
right now their biggest concern is pro-
tecting the oil business.”

Wednesday 23 November 2022

The FT View

FINANCIAL TIMES

‘Without fear and without favour®

Ukraine needs emergency help to keep its people warm

ft.com/opinion

Russia’s cynical bombing of
energy systems requires
more aid from allies

After nine months of war, millions of
Ukrainians are confronting new foes:
darkness, cold and taps running dry.
With temperatures already dropping
below zero in parts of Ukraine, another
hail of Russian missile attacks on infra-
structure last week left nearly half the
energy system out of operation. The
power grid operator spoke yesterday of
“colossal” damage; an energy provider
warned blackouts would last at least
until March. President Volodymyr Zel-
enskyy has said if Ukraine can survive
the coming winter, it can “definitely win
this war”. To do so, it will need huge aid
to keep homes, factories, schools and
heospitals running.

‘When a barrage of Russian rockets hit
Ukrainian infrastructure early last
month, it was assumed to be retaliation

for an attack on the Kerch bridge linking
Russia to Crimea. Successive waves of
missile strikes have made it clear this
was the beginning of a co-ordinated
strategy. Moscow also bombed natural
gas production in east Ukraine last
week, and Gazprom’s threat yesterday
to restrict supplies to western Europe
through its remaining trans-Ukraine
pipeline was ominous for Kyiv too.
Ukraine no longer buys Russian gas
directly, but reimports volumes from
Europe, some of which come from Rus-
sia. After its humiliating battlefield set-
backs, Russia is trying to make life mis-
erable for millions away from the front
lines, and force Kyiv to suefor peace.
Ukrainians’ extraordinary resilience
is unlikely to crack. Energy companies
have done an impressive job, too, of
repairs and improvisation to keep elec-
tricity flowing. But many citizens are
without power several hours a day, and
if damage goes above a certain level sys-
tems couldstart to collapse. The riskofa
newhumanitarian crisisisreal.

Authorities have begun evacuating
civilians from liberated areas of Kher-
son and Mykolayiv because of severe
damage there — though the national
grid operator played down the need to
evacuate civilians from cities further
west. The government is urging the
country to conserve energy, and dis-
«couraging refugees from returning.

Ukraine’s allies need to do more to
help. Since targeting civilian infrastruc-
ture isawar crime, foreign governments
should make clear they will pursue all
Russians responsible. Continuing to
provide sophisticated air defence sys-
tems must also be part of the response,
and doing whatever possible to thwart
Russia’s efforts to replenish its dwin-
dling cruise missile stocks and obtain
new weapons — including ballistic mis-
silesthat are hardertoshoot down.

Yet some western officials concede
discussions on financial support to
Ukraine had not properly anticipated
Moscow’s damaging new tactics. Zelen-
skyy told finance ministers in Washing-

ton last month Ukraine would need
$38bn to cover its forecast budget deficit
and $17bn to rebuild infrastructure next
year. Both figures now seem likely to
rise. Emergency funding will be needed
to bridge budget gaps and pay for
repairsand support activities. A portion
of the billions of dollars already ear-
marked for postwar reconstruction will
need tobe pulled forward for rebuilding
to keep services and the economy func-
tioning. Thatis likely to require blended
finance, using aid money to help attract
private capital, with the involvement of
multinational development banks.

More immediately, the mosaic of aid
agencies and charities active in Ukraine
together with foreign capitals will need
to step up efforts to provide everything
from diesel generators and blankets to
transformers and switchgear. EU offi-
cials warn of difficulties keeping up with
demand. millions outside Ukraine have
opened their homes to refugees; now
support is needed to help those still in
the country through the icy winter.

Science

Tmmunity debt theory is
misguided and dangerous

Anjana
Ahuja

espiratory syncytial virus
is a little-known and
hard-to-spell ~seasonal
scourge that, like flu, most
seriously affects children
and older peuple It usually triggers

cough:

rious
breathing difficulties ina small minor-
ity of infants.

RSV is so common that more than
80 per cent of UK children are infected
by their second birthday — but case
numbers plummeted during the
Covid-19 pandemic. Measures such as
masking, plus school and nursery
closures, intended to slow the spread
of Covid, also put the brakes on infec-
tion rates. Now the virus is resurgent,
particularly in the US, with the wave
hittingearlier than expected.
that

with cholera if this idea were followed
to its logical conclusion.” Delaying
RSV infection may actually be benefi-
cial, headds, as the virusis deadliest to
infants younger than six months.
Globally among under-fives, one in 50
deathsisattributable toRSV.

Deborah Dunn-Walters, professor of
immunology at the University of Sur-
rey, says it is critical to distinguish
between individual and population
immunity (herd immunity) when
scrutinising how pandemic measures
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US has set a challenge for Europe’s carmakers

The US Inflation Reduction Actisa
‘wake-up call for Europe (“US subsidies
for green technology ring alarm bells in

encouraging European investment as

well as from China, the US and

elsewhere Success will reqmre simpler
but,

EU capitals”, Report, 21).1¢
confirms batteries and electric cars,
not engines, are the future. Butif
Europe wants to decarbonise its cars
‘while avoiding becoming a net
importer of batteries and electric
vehicles made in China and the US, it
needs to act now.

The EU’s plan should focus on
‘boosting electric vehicle and battery
supply chains, including critical
mineral refining in Europe, by

more p
abuve all, more mnney

A Furopean sovereignty fund,
modelled on the Covid recovery funds,
is needed to ensure generous funding is
made available across the EU, not just
in Germany and France.

Subsidies need to be backed up by
local content requirements, and a trade
policy that protects nascent industries.

European governments will dish out
billions in electric vehicle purchase

subsidies this year. Yet, supply of
electric vehicles is constrained and
‘waiting times are long. Additional
support to carmakers should be
conditional on carmakers committing
to higher production, in particular in
Europe’s company car market and
entry-level segment.

‘Without guarantees on this,
additional subsidies would increase
carmaker profits with no benefits for
consumers or the European economy.
‘William Todts
Executive Director, Transport &
Environment, Brussels, Belgium

Here's what else FTX and
WeWork have in common

In the last few days you have reported
on WeWorls ongoing massive losses
and now the spectacular crash of Sam
Banlman-Fried’s FTX.

In her Long View (November 12)
Katie Martin said such businesses are
‘based around “hand-wavey ambitions
rather than on traditional boring stuff
like revenues, dividends . . . and
institutional resilience”. Spot on.

But it seems also that in each case

That has fuelled speculati

:lawns, created a harmful “immunity

debt”, with children left vulnerable
through alack of exposure to theusual
cut and thrust of viral infections. But
scientists have dismissed the concept,
as applied to individual immunity,

e micmidad

D
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‘Crypto winter is part of
an inevitable consolidation

confidence in the crypto industry
continues to waver given recent
liquidity concerns, particularly the
failure of terra and its twin coin luna
in May.

However, it's not all doom and
gloom. For one, the aftermath of FTX’s
collapse (“Crypto world rocked by fall
of FTX empire”, Report, November 12)
will not be as severe as the terra-luna
fallout, as the main risks here are the

Why ex-BP boss is right to
talk about geoengineering
John Browne reports from COP27
(Opinion, 15 November) that the focus
is still on Plan A — mitigation — and B
— adaptation — but he is one of the first
persons of substance to suggest that we
should start thinking seriousty about
Plan C — geoengineering or the
deliberate large-scale intervention in
the Earth’s natural systems to
counteract climate change.

Many pure environmentalists refuse.
However, think of your car. You drive
carefully (A), you keep your car well
maintained (B) but you still buy
insurance for events outside your
control (C).

Phillip Hawley
Lajolla, CA, US

And pheasant is more
Christmassy than turkey
In answer to Judith Evans's piece
“Butchers tempt families with beef
Christmas as bird flu kills off turkeys”,
(Report, November 16), I can heartily
recommend pheasant for Christmas
dinner and I would even argue that
pheasant is more Christmassy. And
wvery well it goes with port sauce, swede
mash, parsnips and red wine.
However, furthermore there are

may have altered the spread of non- ‘these businesses are built off the assets tied to FTX, and how quickly many health properties to game foods.
Covid diseases. A smaller pool of peo- ‘towering and hubristic egos of a m these can be sold. And less carbon footprint. One is
ple being infected during the pan- relatively untested and youthful man. More importantly, this is an supporting rural communities, from
demic can lead, after the lifting of Adam Neumann's ambition for his opportunity to phase out weaker the gamekeepers to those who “pick
measures, to a bigger pool of suscepti- shared-office business was no less than NWEVE ALWAYS STuck BY industry players, a crucial step for the up” — and of course the shops. As they
ble people. That fall in population o “elevate the world’s consciousness” OUR RENEGC! 0:’ cﬁ s long-term health of blockchain — say from “field to fork”.
immunity can fuel a surge simply Bankman-Fried saw no reason last especially those that are too heavily John Barstow
because there are more people availa- 'year why FTX shouldn’t acquire reliant on poor fund: Is and b h, West Sussex, UK
ble to be infected (other factors, Goldman Sachs. It would all be inflated media hype.
including the weather and virus sever- comical, if it wasn’t the case that many | pump up company values to $47bn This evolutionary stage is similar to .
lty, canalso affect IIanstsgmn) inexperienced investors suffer in such (WeWork) and $32bn (FTX). Perhaps the “dotcom bubble”, and with this Correction

therei anindi- i i Masa’s money, combined with a comes an inevitable “crypto winter” as
mdual is worse off for having avoided These “emperor’s new clothes” narcissistic young founder should be a the market consolidates itself. eSan Francisco International Airport’s
earlier infection. “Immunity debt as ‘business models had something elsein | sure-fire sign to sell and get out fast! Alan Vey planned 10-milesea wallis projected to
an mdlv:dual concept is not recog- common. Masayoshi Son of SoftBank Charlie Metcalfe Founder and Chairman, Aventus cost $590mn, not $590bn asincorrectly
nised in i logy” Dunn-Walters stood cheering them on, helping to Lishon, Portugal London EC1, UK stated inaletter on November 18.
says. “The immune system is not
viewed asa has to be used
all the time to be kept in shape and, if
anything, the opposite is the case.”
The constant onslaught of common HS nurses took a historic making it hard to maintain healthy girlfriend has had to cuther contracted
pathogens such as cytomegalovirus, step this month, votingto | routines. Last year’s survey of NHS hours and take up bank shifts which
she adds, means the immune system strike in their first ballot staff found that nearly half felt unwell | she can control more easily.
begins to malfunction and slacken on industrial action since and a third suffered musculoskeletal This is a lose-lose situation: less job
with age. She rejects the idea that the Royal College of injury due to work. security for nurses and more staffing

infection is somehow good for health,
saying vaccination is a far safer way of
building population immunity.
Stephen Griffin, a virologist at Leeds
University who believes paediatric
pandemic vaccines were underused,

argues we are still too complacent
nhant rhildhand raeniratnms dicancas

Behind nurses’
pay row lies

Nursing was founded more than 100
‘years ago. When my girlfriend, who
works for a central London trust,
received her ballot paper in October,
she filled it out in an instant.

Never mind that many accident and
emergency nurses like her will still

hva tn el thenseh an ctvila O

My partner is on a list of over imn
people across the country — NHS staff
and others — waiting for mental
health support. The causes are
complex, but have been exacerbated
by work, while the irregular nature of
her job adds to the challenge of

Rt line MEIQ hamraniimeams fn mat aara.

uncertainty for the trust, which hasto
use costlier temporary workers. The
Commons health and social care
committee recently called for NHS
employers to give all staff access to
flexible work patterns, though this
will mean raising overall numbers.

Aanmurhila it i it umndar nieeas
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The discussion swirling around
immunity debt shows how easy it is
for a plausible-sounding theory to
circulate as misinformation. In this
case, misinformation risks promoting
the unfounded assertion that infec-
tions are clinically beneficial to chil-
dren, as well as feeding the revisionist
narrative that Covid measures did
more harm than good.

Professor Peter Openshaw, a respi-
ratory doctor and immunologist who
studies RSV and flu at Imperial College
London, says the current “high and
unseasonal” RSV wave is assllmed to
bearesult oflockd levels

AL iU § Lapianus y wisass.
‘While there is no vaccine for RSV, Grif-
fin acknowledges, “we can vaccinate
against both flu and Covid — and yet
we don’t.” Changing that norm, he
says, could help to neuter the worst
effects of a predicted “tripledemic”
this winter. The UK Health Security
Agency advises that eligible children
should receive the flu vaccine.

The immunity debt theory appeals
because it can be employed in so many
ways. It seems to intuitively explain
the current wave of respiratory illness.
It is attractive to those who would
downplay disease in children, and
those ite for infection over

of immunity to wane in children,
parents and carers, paving the way for
more infections.

But to frame this as an immunity
debt, Openshaw warns, mlslakenly

vaccination. It provides a post-hocjus-
tification for opposing measures such
as masking, even though evidence
suggests that such measures curbed
Covid and virtually banished flu.

suggests “that i

we need to invest in, and that by pro-
tecting ourselves from infection we
are building up a deficit that has ulti-
mately to be repaid. This would notbe
a good message for public health: we
would still have open sewers and he

debt also playstotheidea
that the ebb and flow of childhood ill-
nesses are best left to nature — until
one remembers that the entire child-
hood vaccination schedule is about
keeping the worst of nature at bay.

drinking from water
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A SICRNESS
in the NHS
workforce

by Joseph Bambridge

HEVC W WURR s g iy St Ux

that some hospital departments are
already operating with staffing levels
below the minimum legal
requirements for strike days.
Returning her vote felt like a rare
victory in her struggle with an
institution that she fears is slowly
consuming itself, and her with it.
Discussion of the ballots has mostly
focused on pay. With annual inflation
above 10 per cent, the government’s

L S DALy S
She knows better than most that
services are stretched. But private
care is prohibitively expensive; she’s

are leaving al’ the highest level in a
decade, driven by younger ones who
are not prepared to sacrifice their own

still paying off debts from studying for | wellbeing for their job. Retail and

‘her nursing licence. husplmhty bdth offer better pay and
Anxiety, stress, depression and llor Jeremy Hunt, a

other psydmmc illnesses are the former hea]l.h secretary, is well aware

leading cause of absence among NHS
staff — far more than Covid. In June
2022 alone, they lost the NHS the
equivalent of 476,000 days. Most

of NHS staff shortages — he admitted
in the summer to having helped create
them. He did increase NHS funding in
his Autumn Statement, but he needs

offer of a £1,400 pay increase for the trusts have neither dedicated staff to go further to ensure there are the

average nurse means a devastating cut | psychiatrists nor give staff priority to resources to introduce working

in real terms. But nurses’ frustrations see specialists — yet reducingabsence | practices fit for the 21st century.

are likely to have had more to dowith | and improving wellbeing would boost The risk now is that the NHS begins

their wider wellbeing than money 'NHS productivity and outcomes, to devour itself in a spiral of ill,

alone. A real-terms pay drop means according to the King’s Fund think- d staff needing

less disposable income to do things tank. That would help address waiting | from an ll, overstretched service. My

that improve wellbeing and make a lists and reduce the drag of ill health girlfriend loves the NHS, and does not

difficult job feel worthwhile. on the wider economy. want to leave it. After we dropped her
Aning i important factor in Since the start of the pandemic, ballot in the post box, we discussed

nurses” decisions may be how their some other sectors have moved to whether acknowledgment of the

work is affecting their health. greater working flexibility, but NHS pressures in the health service would

Frontline NHS work is almost arrangements remain archaic. With help her feel better about her work.

perfectly designed to create illness: it little to no say over when they work, “Iguess,” she replied hesitantly. “1

is physically and mentally draining, many staff are finding they would just want to feel well again.”

sh]fuarelongandhwrs unsociable, rather switch to agency or NHS bank

putting p: ipsand | work to gain some My joseph.b com
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Qatar World Cup critics are unprepared for the rest of this century

Janan
Ganesh

n the years after 9/11, as liberal
sympathy for the US wore thin, you
‘heard alot of this:
The west isin no position to judge
less democratic parts of the world.
Scolding the Middle East in particular
risks looking anti-Muslim. Regimes
aren’t bad, much less “evil”, just prod-
ucts of local cultures that untravelled
Americans don't understand. Even if
things were so black and white, shame
onus for courting Arab states in the past
as oil suppliers or as cold war chess
pieces. Did you know, by the way, that
‘Texas still puts people to death?

such was this relativism, this refusal
to speak ill of what is now the “global
south”, that Christopher Hitchens left
the left. The estrangement had begun
when his comrades equivocated over
the Rushdie affairin1989.

Sonow, as liberals deplore World Cup
host Qatar with such vehemence, it is
natural to tease them. “What kept you?”
and so on. “We are all neocons now”, etc.
A generation ago, their line wasn't just
Stop the War in Iraq. (if only that
campaign had carried the day.) It was
that western values weren’t for
everyone. Today, on sex, on labour
standards, on freedom of the press, it
seems there is a universal minimum
that must bind all countries.

What if they were closer to the truth
the first time? The relativism of the
noughties had its problems. 1t came

1 ing that hi

autocracies and conceded the central
argument of their oppressors. If nothing
else, though, it was prudent. It under-
stood the limits of western influence.
How much tighter those limits are
now. To judge by the criticism of Qatar,
lots of people are psychologically unpre-
pared for the rest of this century.
Whether or not China surpasses the US,

have paid lip service

less western-skewed

toa
balance of power without
with its effects

reckoning

the centre of world power is likely to
creep away from the established democ-
racies. (Look at projections of the big-

tries should be held to a lower standard.
It snubbed the brave reformers in

gest in 2050.) There will
have to be a modus vivendi. If a sports
‘tournament in a Gulf state is too much,

what is permissible? should Mario
Draghi not have signed a gas deal with
Algeria as Italian premier last summer?
Should the US not be building up its vast
embassy in Bangkok, given the lése
majesté laws and on-off democracy
there? As for Qatar itself, is sportswash-
ing aregime bad, but directly enriching
it through energy imports fine? If so, on
whatmoral or strategic grounds?

Vietnam, that 100mn-strong benefi-
ciary of friend-shoring, is “not free”, in
'Us watchdog Freedom House’s reckon-
ing. Indonesia, the fourth most popu-
lous nation on Earth, is just “partly
free”. So too is much of the subconti-
nent, from where lots of the mistreated
workers in Qatar have come. Thereisno
western counterbalancing of China, no
Asia strategy at all, without the help of
some orall of these nations.

Until recently, liberals had seemed to
absorb and accept all this. Therise of the
“rest” wasa well-ventilated subject even

before the process really got going. But
the outrage over Qatar — whose host
status we have had 12 years to get used
to — has been stunning. I am glad it
exists. Giveme E chauvin-

corrupt countries as members, that
happens to be Zurich-based. Argentina
in1978 (under the junta) and Russia in
2018 (while it occupied Crimea) are past
hosts of i

mament.

ism over the pretence that all models of
government are equal. This is the first
‘World Cup since early childhood that 1
have not essentially suspended my life
for, and unease with the host must be
partof thereason.

The outrage reveals something about
those who feel it, though. Itis plain now
that lots of people have paid lip service
to the idea of a changing world, a less
western-skewed balance of power,
without reckoning with its pracucal
effects. A World Cup in a not

If this tawdry organisation scandal-
ises people, imagine the reaction as
great western nations navigate this
century. Four months have passed since
Joe Biden bumped fists with Saudi Ara-
bia’s crown prince. Having talked up a
clash between democracies and autoc-
racies, the US president now seems to
define the enemy more narrowly as
Russia and other active revisionists of
Lhewnrld Syemem He knows thatvictory
d ies that fall short
of the ideal of governance.

ally brutal Gulf state: do we think this is
the endof themoral compromises?
Fifa stands condemned for selling out

Others are slower to the same realisa-
tion. Liberals have traded relativism for
auniversal conscience just as the world

to despots, as though it ded tobe
a democratic club in the first place. In
fact, it is a global one, with illiberal or

thing

janan.ganesh@ft.com

Markets can
go green — just
not fast enou

Martin Wolf

Policymakers and governments
need to work out how to accelerate
the transition to clean energy

hatever else may be
wrong with economics,
its starting point is cor-
rect: people do indeed
respond to incentives.
provided the domi
mnt technologies for energy supply;
suppose, in short, that it was more prof-
itable touse solar, wind or other renewa-
ble sources of energy than fossil fuels.
Market forces would then drive the
transformation of economies in a cli-
mate-protecting direction on their own.
It might still be necessary to reduce
the costs of capital in emerging and
developing countries. It might still be
necessary to accelerate the transfer of
technology. But the wind of profit would
beat their back. Is this the world we live
in?If not, how might we createit?
start with a simple proposition: if
something is profitable, it will be done.
Asset managers may dispose of shares
in fossil-fuel businesses and banks may
refuse to finance them. Some investors
might refuse to own or fund

Egypt. If one doubts just how difficult it
is to halt a profitable business, take a
look at the history of drug prohibition.
How close then are we to makmg
bles the

for energy supply? The answer is that we
have made remarkable progress. But it
is not fast enough to be transformative
within the relevant timescale, one that
has become ever shorter as a result of
the past decades of delays.

The good news is that, as the Interna-
tional Renewable Energy Agency
shows, a dramatic fall in the so-called
“levelised cost” of electricity from
renewables has occurred since 2010.
This is true for onshore and offshore
wind and even more so for solar voltaics.
Costs are now at the lower end of the
range for generation by fossil fuels or
even below it. This is potentially trans-
formative. (See charts.)

The bad news is that this fall in costs
has not been transformative enough,
qmck.ly enmlgh Arise in the share of

in electricity ha

that dothings theyconsldermckad But.
my fellow columnist, Stuart Kirk, is cor-
rectthat someone else will then own and
finance them, if they are profitable.
Those actors might be foreign govern-
ments and businesses or domestic ori-

indeed occurred. In the EU, it reached
25 per centin 2021. But in theworld asa
whole it was still only 13 per cent. Mean-
while, total emissions from all sources
have not fallen. Yet, if the 1.5C limit is to
be ket alive. total emissions have to fall

Solar photovoltaics have become the most
important new technology, followed by wind
Renewable capacity additions (GW)

Wind mHydropower © Other

us Indla

ovoltaic
EU

The costs of renewables have fallen fast, The EU leads in share of renewables in
especially in photovoltaics electricity generation
Global weighted average levelised cost of electricity Renewables share of electricity generation® (%)
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To remind ourselves, this is in the next
eightyears.

Nothing happened in Sharm el-
Sheikh to suggest this is likely. The
reasons for the relatively slow adjust-
ment to renewables so far, even as they
have become more competitive, are
many: the overhang of low marginal
costinstalled capacity, not just in elec-
tricity generation but also in heating,
‘transportationand industry; the costs of
a fast transition to alternatives; resist-
ance to loss of existing business and

employment in production, refining
and distribution; resistance to building
solar and wind farms; resistance to
undertaking needed investments in
systems integration; and difficulties in
arranging finance for emerging and
developing countries, but also for
households just about everywhere.
Delaying everythingis sheer inertia.
Wwith market forces increasingly
pushing in the right direction, the ques-
tion is how to accelerate them. This is
why, despite scepticism over attempts
to make profit-seeking businesses pur-

energy sources add security to energy
supplies. Yes, wind and sun will vary
over the day and the seasons. But
‘Vladimir Putin cannot cut them off. For
China, Europe and India, to name but
three big players, the security case for
renewables isoverwhelming.

Broadly speaking, five policy changes
do still need to be made, or strength-
ened: increase investment in scientific
research; increase subsidisation of the
application of new technologies, with a
view to accelerating learning-by-doing
in each. as well as speeding up invest-

from working their way fully into the
market; and de-risk finance especially
in developing countries.

None of this is new. But the politics
just might be. Yes, the world has talked
far more than it has acted. Yes, it is far
behind where itneedstobe. And no, the
market is not going to deliver the
needed transition fast enough. But there
isnow a significant chance of delivering
safe, secure, clean and cheap energy to
all. Moreover, the possibility might,
properly supported, generate a global
investment boom that would absorb
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vate entities. Regulation might curb
some activities. But political resistance
is likely to make such regulation diffi-
cult — consider the debate over produc-
tion of fossil fuels in the US.

sharply by 2030, particularly in electric-
ity generation. For this to happen, there
must be a huge expansion in the use of
what the Inte mannnal Energy Agency
calls “1 ”, the bulk.

oil producers will defend their interests
tothe death, asthey showed at COP27in

being from renewables, wh]le use of
unabated fossil fuels falls by a third.
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Wind and sun will v
over time, but the security
case for renewables

ary

remains overwhelming

sue moral objectives, I am pleased that
these desired changes are at leastinline
with what the markets are clearly say-
ing: one can hope to do well by doing
good. Furthermore, as the IEA's World
Energy Outlook argues, in addition to
being i i cheap, bl

ment in complementary technologies;
cease subsidisation of fossil fuels, which
amounted to $700bn in 2021, other
than in carbon capture and storage;
introduce carbon pricing in one of sev-
eral pnsslble ways. perhaps by prevent-

ingprosp lines in energy prices

excess savings for an extended period.
The energy transition should no longer
mean hair shirts forever, but an oppor-
tunity that politicians can sell. They
should try to do much harder.

martinwolf@ft.com

‘WORLD AFFAIRS

Constanze
Stelzenmiiller

ealthy, neutral, shel-
tered from aggressive
or impecunious neigh-
bours by craggy moun-
tain ranges: Switzerland
isthe country some Germans wish they
had. Relations between Bern and Berlin
have tended to tick along smoothly. But
Russia’s invasion of Ukraine is sending
shivers of political disruption across the
European continent, and they don’tstop
atthe Alps.
“switzerland as a problem” ran
the headline of a recent leader in a
conservative German newspaper not

Ukraine crisis could transform the future of neutrality

otherwise given to hyperbole. Ger-
many’s defence minister Christine
Lambrecht has been writing angry
letters to her counterpart in Bern
concerning more ammunition for
the Gepard air defence cannons Berlin
has sent to Kyiv. Russia’s recent mis-
sile attacks on targets across Ukraine
add urgency tothe appeal.

The 12,000 35mm rounds in question
were made in Switzerland, which hasa
veto over their resale or donation. Bern
has formally refused two requests from
Berlin to permit re-export to Kyiv— and
indeed its hands are tied by its strict
legalrules onarmaments exports.

The dispute has exacerbated debate
in Switzerland about the viability and
value of its hallowed tradition of neu-
trality at a time when war has returned
to Europe. Inthe past, that principle h:

its armed forces from working with
Nato. But it will not join any military
alliance; it pulled the plug on a frame-
‘work agreement with the EU in 2021
and it has refused to allow Nato planes
‘to fly weaponry through Swiss airspace.

The dispute has fuelled
debate in Switzerland
about the viability of
its hallowed tradition

To be fair, the Swiss have unequiv-
ocally condemned the Kremlin’s aggres-
sion, taken in Ukrainian refugees and
mirrored almost all of the EU’s sanc-
tions against Moscow, mcludlng asset
freezes against

been interpreted with a dose of pragma-
tism: it has not stopped Bern sending
soldiers on EU military missions, nor

‘with ties to Vladimir Putm, many of
‘whom have bank accounts in Switzer-
land (estimated value at least $100bn).

Even more importantly, trading of Rus-
sian commodities has been curbed —80
per cent of Russian oil was traded in
Geneva before the war.

For the populist and isolationist Swiss
People’s party (SVP), this is already
anathema. Its leader Christoph Blocher
has accused his country of “abetting the
death of Russian boy soldiers”.

Others seek much greater change.
Liberal party leader Thierry Burkart
wants Switzerland to lean into partner-
ship with Nato; the leaders of the Social
Democrats urge more co-operation
with the EU. Gerhard Pfister, head of
the Mitte (Centre) party has demanded
that Swiss law be changed to let Ger-
many send ammunition to Ukraine —
because, he said, “we too are being
defended in Kyiv”. In late October, an
alarmed Swiss government attempted
to quell the argument with a 38-
page paean to the status quo.

Meanwhile, other neutral countries

FINANCIAL TIMES

havealso been discreetly idering

the end of the decad: Butwi]lthalsuf-

fice? All thy dinto

theirrelationships with Nato, especiall
given the decisions by Finland and
Sweden to apply for bership after

global netwurk.s of uade and ﬁnance

the invasion of Ukraine. Ausma, like
switzerland, prefers to retain its princ-
iples while being highly flexible in
practice. Yet an open letter signed by
over 50 public intellectuals called this
stance “not only unsustainable but dan-
gerous for our country”.

Ireland’s foreign and d
sSimon Coveney has called for a “funda-
mental rethink” of Dublin’s security
posture — a government defence review
had found that it “lacks a credible mili-
tary capability to protect Ireland”. But
he added that Ireland was unlikely to
joinNato “anytime soon”.

Bern, Vienna and Dublin are distant
from the combat in Ukraine. Nonethe-
less, they are racing to increase their
defence budgets (from less than 1 per
cent to more than 1 per cent of GDP by

Mnscuw is watching Ihese domestic
losely. In May, a for
Lhe Russian embassy in Bem said the
Kremlin “would not be able toignore” a
Swiss renunciation of neutrality. Last
week, foreign ministry spokesperson
Maria Zakharova called the discussion
inIreland “illogical . . . and unconstruc-
tive”. She added, ominously: “As histori-
cal experience shows, the loss of one’s
sovereign rightsspells nothing good.”
Her point is more aptly made
by Putin’s current attempts to obliterate
Ukraine’s independent nationhood.
Europe’s neutral states might consider
whether sovereignty is not better pro-
tected by an alliance.

The writer directs the Center on the US and
Europe at the Brookings Institution
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Covid/China:
unchained malady

1f you believe the spread of Covid-19
has ended, think again. In China the
number of coronavirus cases has more
influence over marlkets than comments
from US Federal Reserve governors.

The effect of China’s zero-Covid
policies, once confined to local stocks,
is spreading to world markets again.
Many investors had hoped China was
ready to start reopening, but a worst-
case scenario may be materialising.

In the capital, cases have hit a fresh
high. Beijing shut down public spaces
such as shopping centres and parks
yesterday, while many other Chinese
cities have restarted mass testing for
Cov1d A nationwide surge in cases is

daily infections towards a record
for the year.

Beijing has warned it faces its most
severe test of the pandemic. That is
worrying as such alerts have previously
preceded strict lockdowns. More than
40 Chinese cities are under curbs.
Analysts estimate these would affect
nearly a fifth of manufacturing output.

An even bigger problem is that
Guangzhou is the epicentre of the latest
surge of cases. The southern
metropolis is China’s manufacturing
hub. The area has become home to so
many factories, spanning industries
including electronics, cars, telecoms.
equipment and steel, that it is referred
to as the world’s production centre.

should the current surge in cases
prompt a citywide lockdown in
Guangzhou comparable to that in
Shanghai earlier this year, global
supply-chain disruptions will exceed
those in the past year. Beijing has
already ordered a five-day lockdown
for Guangzhou’s most populous
district, Baiyun. A worst-case scenario
for all concerned cities could affect
more than $1tn in output from China.

No surprise that shares of US groups
with key exposure to China have
suffered after the announcement of
rising cases. Tesla lost nearly 7 per cent
on Monday. Its fastest-growing sales are
in China. Last year they accounted for
a quarter of total revenues. They hit a
monthly high in September.

Hopes that the Fed’s hawkish views

EU fund managers: 50 shades of green

Sustainable investing has hit headwinds. Sectors that have tradifionally been excluded from ESG funds, such
as fossil fuels and defence, have oufperformed, and assets under management have fallen. Yet, in Europe,
more than 50 per cent of AUM are labelled sustainable, as dark or light green, under SFDR rules

Sustainable fund assets are falling

assets under

Fossil fuels are outperforming

By region ($tn) By sustainable financial disclosure MSCI All World sector indices (rebased)
regulation breakdown Jun 2022 (%)
= Europe US  mRest of world Oil & gas == Aerospace & defence
ey Tobacco «= Renewables 180
copper quickly reversed as news spread 3.0 A i .
of the lockdowns. China is the world’s I, doEE it L
second-largest consumer of oil and the (BB 25 thaw poi nt
most important for refined copper. [] i oo 10
Its struggle with Covid will remain LN 1f the messiest leveraged buyouts
the world’s problem for a while longer. [] — 20 suddenly look interesting to Wall Street
- debt investors, then a soft landing for
15 Article 6* the economy may be afoot. Banks have
- [ | 49.1 for months struggled to sell off the debt
Babylon/telehealth: _ i IR R
[ : acquisitions. These bridge loans have
been clogging bank balance sheets even
Telehealth start-up Babylon wrote 0.5 when loan and bond yields have been
itself a duff prescription. The British approaching or exceeding 10 per cent.
company last year opted to join the 0 In recent days, lenders to the $16bn
New York Stock Exchange by merging 2020 2021 2022 2021 Q3 2022 Q3 Q& buyout of Nielsen Holdings, the media
with a special acquisition company. It “Funds do not infegrare any kind of sustainabllity Into he Investment process. ™*Funds promate data company, have offloaded billions
ended up raising $275mn, less than half AT T SEE SR R of debt backing the transaction. The
as much as hoped. Founder Ali Parsa easing of conditions comes as the latest
has called it an “unmitigated disaster”. Amundi, Europe’s largest fund as gmen and malm funds label They will still suffer from economic US inflation reading showed slowing
The harsh response from mvmors is, ‘manager, has caused sector ructions. les. price increases, even as the labour
in part, a sign of a wider of It has ified most of its $45bn underlying i mvemnems. Thae policies Indeed, since the start of 2021, market and economy remain resilient.
the market amid a tech rout. This of “really green” funds to “sort of should enable investors to put their sectors often excluded from ESG That presents an opportunity for
year’s digital-health venture capital green”. This highlights one of the cash to good use m a measu.mble way funds — defence, tobacco and oil and fixed income investors. Widened credit
funding could be less than half of last complexities of ESG investing: it is Some evid, —h formed the wider spreads along with increased base
year’s $29.1bn, says fund Rock Health. not clear what counts as a sustainable | More than 50 per cent of European market and renewable electricity. interest rates have pushed yields to
There are questions over the staying place to put one’s money. There are funds are labelled as article 8 (light But there is also merit to ESG levels not seen in years; the Moody’s A-
power of telemedicine. It boomed in ‘more fundamental concerns, too. green) or 9 (dark green). Yet evolving investing. Pouring money into rated corporate bond index is offering
the pandemic, but a McKinsey survey The EU’s approach to sustainable guidance means 380 productschanged | renewable energy stocks should an annual yield of about 5 per cent, a
of US physicians found that three in investing makes some sense. The designation in the third quarter, make it easier for these companies to figure not seen in a decade. The
five would recommend in-person over energy transition is partly a challenge | Morningstar research says. Thisiswhat | speedup i plan. isto lock in such yields at a
virtual care to patients. of financial plumbing. Regulators do Amundi and some others have done, But it is not clear that a box-ticking I:une when risks may be moderating.
The economics can disappoint as not want groups labelling their funds | partly to avoid legal challenges later. approach will always be sensible. The same risk-on posture appeared
well. Though accused of skimming off as sustainable if they are not. But the real question for investorsis: | Some grey-hued groups may be in the in summer — only to be quashed by the
younger, healthier patients, Babylon Germany’s DWS has this year faced to what extent can ESG investments process of turning themselves green. Fed’s commitment to crushing inflation
says those motivated to switch tend to accusations of such greenwashing. deliver higher risk-adjusted returns Judging from the recent behaviour followed by data showing resistant
have more complex needs. Unable to Europe’s Sustainable Finance and help save the world in the process? | of some fund managers, that lighter consumer prices. The Fed itself has
make money from its NHS contracts, Disclosure Regulation (SFDR) and On the first point, ESG sectors should | green segment of the SFDR has lots of indicated it will keep raising rates
Babylon now firmly focuses on the taxonomy define what should count have a growth tailwind and lower risks. | potential. through the slope of those increases.
US. The group made more than half its Over the past five weeks, high-yield
revenues from the UK in 2020. bond funds have pulled in $12bn, a
Having fallen more than 90 per cent winning streak not seen since the
since its debut last year, Babylon trades | deliver on ambitious promises. The US | equities and research capabl]lhes, institutions: 53 per cent went to the top | stimulus-charged 2020, say figures
on 0.3 times forward revenues, less healthcare system remains notoriously resterdar that 10 provi in 2021, up from 51.6 per compiled by Leveraged Commentary &
than a fifth of the multiple boasted by immune to disruption. trend. The former’s, Sﬁzﬂm fund cent in 2020. Most of that spending Data. But overall, investors have
rival Teladoc. Babylon recently raised management unit is not affected. The goes to the top three, said Mike yanked nearly $30bn of cash from
about $80mn of new funds and plans to deal couples a well-regarded Carrodus of Substantive Research. high-yield funds in 2022.
sell a California-based business, which | SocGen/Bernstein: independent research brand with A previous bias towards scale that Even as corporate debt investors
Berenberg says could fetch $300mn. R SocGen's full service equity franchise. existed via trading continues for start to bite at leveraged buyout debt,
All of this should provide enough cash eat what you kill SocGen will hope to expand its US research alone. That is leaving slim most new deals remain on hold. Any
until its hoped-for move into the black investment banking services as partof | pickings for independent research debt sold on has required sweeteners
in2025. Almost five years ago, European incoming chief Slawomir Krupa’s houses, priced out of the market by in for buyers. In previous tightening
Investors might hope to benefit from | regulators implemented Mmifid I to turnround brief. Alli: nstein’ ion of research within cycles, buyers of congested LBO debt —
consolidation in the sector. In August, “unbundle” equity research from research brokerage business, though the largest banks. often savvy buyout firms — made
Babylon had to deny speculation about | trading commissions. The rationale primarily US-focused, highlights the A sustained bear market in bonds double-digit returns simply by waiting
takeover talks. M&A activity is starting | was to save mvesmrs from mdlrex:ﬂy price m]pact on rmeamh from MifidI. | and equity volatility could yet tilt for lending banks to offer bargains.
to pick up in the US, with 144 digital- paying for ity research spending demand towards active portfolio That tactic is one ordinary institutional
health deals in the first nine months of | research. Spending on equity rmelrdl hit a decade low of £640mnin2019,or | managers desirous of independent investors could now selectively adopt.

this year, including Amazon’s $3.9bn

has fallen sharply since. But the

half that in 2015, Bloomberg data show.

research. Even so, pricing will remain

on inflation could soon moderate have | bid for One Medical. Mergers would shrinking pool of independent analysts | Mifid Il required fund managers to pay | under pressure. Some independents o e e
reignited interest in world equity and help digital-health groups cut costsand | suggests risks to market efficiency. separately for research. While that specialise can maintain pricing . For notes on today’s stories
bond markets. Yet prices of boost their services. A venture between AllianceBernstein | spending has grown modestly since, an | power but the trend of consolidation go to www.ft.com/lex
commodities such as crude oil and Even so, these deals will struggle to and Société Générale to combine cash increasing share goes to the largest ‘with larger banks should continue.
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