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Republicans’ Trumpism faces ballot box test

Red alert
Liverpool FC
sale explored

Boston-based Fenway Sports Group is
weighing a sale for Liverpool, the Eng-
lish Premier League football club it
‘boughtin 2010 for £300mn.

Forbes values Liverpool at $4.45bn,
making it the world’s fourth most valua-
blesoccer club.

Fenway has been approached by at
least one potential buyer, according to
people familiar with the matter. The
business, which also owns baseball’s
Boston Red Sox and hockey’s Pittsburgh
Penguins, said: “FSGhas said before that
under the right terms and conditions we
would consider new shareholders.”

The Liverpool team itself — pictured
against Tottenham Hotspur at the
weekend, with Mohamed Salah scoring
in a 2-1 win — has struggled to find its
forminthe Premier League this season.

News of the potential sale was first
reported by sports website The Athletic.
Full story page7
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UN chief calls on richer nations to
pay up for ‘climate solidarity pact

e COP27 opens in Egypt @ World on ‘highway to hell,” says Guterres @ UK cannot afford ‘reparations’

CAMILLA HODGSON — SHARM EL-SHEIKH

The head of the UN has called for a new
“climate solidarity pact” in which rich
countries would help poorer nations
financially, singling out the US and
China, saying they had a “particular
responsibility” to makeita reality.

UN secretary-general Anténio
Guterres said the international financial
system should be reformed to support.
lower-income countries burdened by
debtand that needed money to recover
from natural disasters.

All countries should make an “extra
effort” to cut emissions and end the
buildingof coal plants, he told the open-
ing session of world leaders at COP27.

“The two largest economies — the
United Statesand China — have a partic-

ular responsibility to jeoin efforts to
make this pacta reality;” he said.

Humanity must “co-operate or per-
ish”, he added. “We are on a highway to
climate hell with our foot still on the
accelerator.”

President Xi Jinping is skipping
coP27, though China has sent a delega-
tion. Other missing leaders from fossll
fuel-d dent nations are
Modi uf India, Anthony Albanese of
Australia and Justin Trudeau of Canada.

US president Joe Bidenis due toarrive

in Egypt this week after the midterm
elections today. His climate envoy, John
Kerry, is trying to build support for a
system in which governments would
earn credits for cutting their power sec-
tor’s that panies could

added. “We cannot wait until the next
COP.” Barbadian prime minister Mia
Mottley doubled down ona push forrich
countries to do more to help developing

nations suffering the consequences of
I =

then buytooffset their own output.
French president Emmanuel Macron
told the UN climate summit that the
Ukraine war should not change plans to
limit global warming. He said he recog-
nised the “injustices” of climate risks
and impacts around the world, calling
on multilateral institutions such as the
World Bank and IMF to do more to sup-

:‘:l:":::":;j of port vulneral?le nations and catalyse

expanding green private sector investment.

frade, ‘The spring f the IMF would

and Innovation mark a “practical step” in the reform of
Page 17 Ngozi Okonjo-Iweala ‘the Bretton Woods institutions, Macron

“How many more countries must fal-
ter?” said Mottley. She called for more
“ ional funding” for
nations, and the creation of a “climate
mitigation trust” that would use $5bn in
IMF special drawing rights to “unlock”™
$5tninprivate capital.

Former UK prime minister Boris
Johnson said the UK did not have the

“Per capita, people in the UK put alot
of carbon in the atmosphere,” he said.
“But what we cannot do, I'm afraid, is
make up for that with some sort of repa-
rations. We simply do not have the
financial resources.”

His successor, Rishi Sunak, told the
meeting that the UK would triple its
funding on “adaptation” projects to
£1.5bnby2025.

Guterres also launched a plan for a
global early warning system for extreme
‘weather events, a project that he said
would cost $3.1bn over its first five
years. The money would be spent on

10

financial pay ‘1

tolow-income countries. Climate action
had been “one of the most important
collateral victims” of Russia’s invasion
of Ukraine, headded.

and analysis, forecast-
ing, building response capabilities and
informing people about risks.
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» Ukraine gains US and
Spanish defence systems
Kyiv has taken delivery of missile
defence systems from the US and
Spain as Russia persists with its
missile strikes on electricity
infrastructure.— PAGE 2

» EDF investors want more
US funds have pushed the French
state to raise its €10bn offer to
minority investors, adding to
pressure on Paris over the terms
of the nationalisation.— PAGE 8

» China exports shrink
Exports have contracted for the
first time since the start of the
pandemic as pressure mounts on
an economy still gripped by
Covid-19 measures.— PAGE 4

» US defends gas industry
‘Washington has said Europe:n
groups are the real winners in the
transatlantic trade in liquefied
natural gas amid the scramble to
replace Russian gas.— PAGE 10

» Russia aviation rebounds
The industry has defied forecasts
that it would grind to a halt after
western sanctions barred access
to spare parts and maintenance
expertise.— PAGE 7

» Rome seeks migrant block
Italy’s new rightwing government
has tried to stop European
charities from landing migrants
at the country’s ports after rescue
from the Mediterranean.— pace 2

Taking flight
— New daily Mastodon — 100
users (000s)
New daily users on 80
Twitter (2022 average)
Twitter layoffs - e0
Musk Twitter 50

purchase completed

Sep3 Sep26 Oct17
Source: Mastodon

Nov 7

Following Elon Musk's Twitter fakeover,
the platform's users seem o be fleeing in
favour of a little-known rival. According
to Mastodon, the service gained nearly
100,000 sign-ups in a single day affer
Musk closed his $44bn Twitter deal

Global crulse ships revival
leaves Chinain Its wake

Analysis » PAGE &

Global law firms cut back hiring after
fall in M&A deals weakens revenues

JOE MILLER — NEW YORK
KATE BEIOLEY — LONDON

Revenues at many of the largest inter-
national law firms are shrinking rap-
idly because of an increase in costs and
adecline in the number of d

he insti terly index: ined

at its lowest smce tracking began in
2006. This trend would “potentially
place firms under immense pressure to
brmg expenses under control by cutting

d much the same as in [the

acquisitions and public offerings, lead-
ing some to scale back hiring as they
forad: 1 i

olob:

financial crisis of ] 2008-09”, analysts at
the data company warned yesterday.
liminary data from the US Bureau

from the Thomson Reuters

of Labor Statistics showed the legal sec-
‘tor in the country lost more than 13,000

Separately, Silicon Valley-based
Gunderson Dettmer, known for itswork
in helping companies go public, post-
poned the start date for its associates
from the end of October to mid-January.

The mounting evidence for a looming
«downturn comes after a period of fren-
zied hiring at global law firms. Last year
they rushed to recruit to keep pace with
soaring demand from clients triggered
when stimulus measures in the US and
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oVl less than 1 per cent in the quarter, pay-  Leopard Solutions, marking the first Afnm found pay for partners in the US
Pakistan Rupee350 . Pt =
Philppines Pesorap | Toll expenses soared almost 11 percent  signs of a potential evenas  ha 15 per cent since the
e Sssa0ancesTy | and overheadsalmost13 percent. tl_le number of open !)osi!ions remained he@lt of the pandemic in 2020, and was
Taivean NS0 The key measure of profitability in  higherthan pr levels. 12mn this year.
Thailand Bhi140
Vietnam US5450
World Markets
Subscribe In print and online
wwwft.com/AsiaSubs SEE IS CURRENCIES GOVERNMENT BONDS
Tel: (852) 5803 3388 Nov 7 Prev_%chg Pair Novi  Prev Pair Novi  Prev Yield (%] Nov7 Prev Ch
Fax: (852) 2905 5590 5EP500 T07e w055 001 3 1000 0890 &8 100 1011 USZy 7
emal: subseasia@ft.com Nasdag Composite 1044208 1047525 032 S/E 116 1128 €8 0872088 US10yr
Dow Jones Ind 5156324822046 EE 08720871 € 1186 1120 US30yr
FTSEurofirst 300 1853, 164394 024 ¥/§ 146470 147.245 ¥/E 146463 145708 UK 2yr 06
(CLE FNANCIAUTREES BID 2022 Euro Stox 50 370864 368833 055 ¥E 167.899 166093 £index 76499 76668 UK10yr
No: 41166 % FISET00 79999 733464 048 S 09% 0888 SF/A 113 1126 URSDyr 7
. - FISE All-Share 39309 400184 022 IPNZyr 004 005 0.00
o D) TAC40 1661 6164l 000 NP0 JPN10yr 025 025 0.00
Frankdurt, Milan, Madrid, New York, Chicago, San e Nov7 Pov %oy e = 5 e
Erancicen Tokeva Liona Kena Sinaanore. Seoul C Fiterin (81 A 90017 04 0y w -

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 11%2F08&ts=20221107203207 &uq=20220804 103507

1/44



2022/11/8 20:12

All pages from Financial Times (Asia), Tuesday, November 8, 2022

LT T e e e e Nikkei 2052764 29974 121 == —_———— == GERZyr pi) n 009
Dubai
ubal Hang Seng 650591 1616114 269 Cereun TN N T L8 SeRiow 234 230 005 g
MSCI Warld $ 250722 246789 159 COMMODITIES GER30yr 22 27 004 e, 4
45> MSCIEM§ 88498 86090 280 Nov? Prev Shchg . “design + made - in denmark NI}
MSCI ACWI § 580,60 57077 172 QilWTI§ 93.03 261 0.45
FT Wihire 2500 008 8088 12 QiBens %9 @5 03 e
FT Wilshire 5000 3836357 3790271 122 Gold$ 1674.40 1628.75 280 Data provided by Momingstar
9770307 | 176821 A Nikkei Company Qilf
2 * FINANCIAL TIMES Tuesday 8 November 2022
Missiles State transfer

UKkraine hails arrival of air defence

Sophisticated weapons
from US and Spain will aid
shooting down of drones

ROMAN OLEARCHYK AND
FELICIA SCHWARTZ — KYIV

JOHN PAUL RATHBONE — LONDON
Ukraine has received its first Nasams air
defence systems from the US and
Aspide units from Spain, as Russia con-
tinues its missile and drone strikes on
electricity infrastructure that have trig-
gered blackouts nationwide.

“Nasams and Aspide air defence sys-
tems arrived in Ukraine!” Oleksiy
Reznikov, Ukraine defence minister,
tweeted yesterday. “These weapons will
significantly strengthen Ukraine’s army
and will make our skies safer.”

He added: “We will continue to shoot
down the enemy targets attacking us.
Thank you to our partners: Norway,
Spain and the US.”

Nasams are a short- to medium-range

occupying more than 15 per cent of its

territory in its eastern and southern
regions.

The US is working with its allies to

locate as many systems and as much

sulface -to-air missile defence system  ammunition as possible.
loped jointly by b ‘Nor-

way and Raytheon of the US. “ g

The Aspide system made by Italy was ThC.SE VST will
provided to Kyiv by Spain. significantly strengthen

The systems’ arrival came weeks after 8od 3
Ukraine received Iris-T air defence mis- Ukraine’s army and ?Vlll
sile systems from Germany, the first make our skies safer

such sophisticated kit provided to Kyiv
since Russia’s full-scale invasion more
than eight months ago.

Ukraine has long called for modern
Nato standard air defence systems to
protect its civilian infrastructure, as its
troops push back against Russian forces

“There’s work ongoing to figure out
how much can be produced and how
fast, not just for US systems, but for
other well,” said a US defe

official.
Kyiv's need for more and better air

defence systems comes as Russia
has stepped up its aerial bombardment
of critical Ukrainian infrastructure
to make up for its stalled ground
campaign.

Moscow is using precision-guided
missiles and swarms of Iran-supplied
sShahed 136 kamikaze drones that can
carryawarhead of upto 40kg.

Although Ukraine has destroyed the
majority of the incoming drones and
missiles, enough have made it through
to take out more than a third of
Ukraine’s electricity-generating capac-
ity over the past month.

About 4.5mn Ukrainians are without
power, said President Volodymyr Zelen-
skyy in his nightly address on Sunday.

Analysts cautioned that without bet-
ter air defence, thousands of Ukrainians

systems

could freeze this winter. “With rolling
blackouts already affecting much of the
countryand the weather already getting
cold, theurgency of these requirements
is hard to overstate,” military experts
Justin Bronk, Jack Watling and Nick
Reynolds argued in a report published
onMonday by the Royal United Services
Institute.

They said the west needed to supply
Kyiv with more shoulder-launched
Manpad surface-to-air missiles and
radar-guided anti-aircraft guns such as
Germany’s Gepard to shoot down the
Iraniandrones.

Ukraine also needed western fighter
jets, such as Swedish Saab Gripens, to
consolidate its territorial gains, the
reportadded.

See Opinion

Bardella’s aim to portray a

less extreme party undone by

MP’s outburst in assembly

LEILA ABBOUD — PARIS

France’s far right this weekend selected
a party leader from outside the Le Pen
dynasty for the first time in its 50-year
history, the latest sign of the move-
ment’s bid to convince voters it has
swapped extremism for professional-
ism.

Before a cheering auditorium, Marine
Le Pen announced on Saturday evening
that her protégé, Jordan Bardella, a 27-
year-old member of the European Par-
liament, had won the vote to succeed
her at the helm of the Rassemblement
National (National Rally). “I will pass
on a re-founded and revitalised
party . . . that is proving every day that
it is a real party of government, the
party that will govern tomorrow,” the
54-year-old said. “We must be ready!”

The succession will not alter the
power dynamics; Le Pen remains the
RN’s uncontested boss. Bardellaisina
relationship with her niece. Nor is Le
Pen’s long-held strategy of detoxifying
the RN'simage and courting new voters
by focusing on the cost of living crisis
gripping Europe expected to change.

But the shift comes at a difficult
moment. Old demons resurfaced last
week when Grégoire de Fournas, an RN
lawmaker, was penalised for shouting
“Go back to Africa” as a black MP was
speaking in parliament about dangers
migrants faced.

The incident is the parl:y"s ﬁ:st m]s

itswinin ]
I:mns that made lLtheb@esLoppﬂsnmn
party as President Emmanuel Macron’s
centrist alliance lost its majority. It has
89 MPs, up from just sevenin 2017.

The win, which came less than two
months after Le Pen lost her third presi-
dential bid and hinted she could retire,
transformed the party’s fortunes and
rekindled hopes it could win in the next
presidential electionin2027.

Although the RN cannot pass laws
alone, it is for the first time playing a
role in day-to-day lawmaking, occupy-
ing prestigious posts in the National
Assembly, and training a group of expe-
rienced national leaders.

Jean-Yves Camus, a political scientist

National Rally. Succession plan

Le Pen holds reins despite leadership change

De Fournas
incident is
party’s first
mis-step
since its win
in June that
made it the
biggest
opposition
party

h ialises in N,

movements, said Bardella’s elevation
was another sign of how the RN was
seeking to move on from the era of
founder Jean-Marie Le Pen, who was
convicted of racist speech and Holo-
caustdenial.

“There is a new generation of politi-
cians in the RN who came of age under
Marine and not her father,” he said.
“The election of the 89 MPs is an earth-
quake, but it’s a victory that brings new
obligations. They must show that their
MPs are mainstream and respectable,
they do the work, and that they do not
goofftherails”

Things got off to a good start in the
National Assembly. Le Pen positioned
the RN as the responsible, suit and tie-
clad opposition that was fighting for
French people, in contrast with the
leftwing Nupes alliance she slammed as
rowdy and unpatriotic.

RN votes helped the Macron govern-
ment passa key ].aw to protect house-

from risi
costs. But then it wrongfooted everyone
by changing position to vote for a no-

‘motion in Macron’sgovern-  In control:
ment sponsored by the left. Themotion ~ Marine Le Pen
failed, but Le Pen’s pivot put thegovern-  at the party

ment on notice that the RN might one
dayhelpbringitdown.

Most importantly for the indebted
RN, the 89 MPs represent an annual
cash infusion of €10mn, double the
amount in the last parliamentary ses-
sion. Under France’s public financing
system, parties are paid for each elected
official and their overall vote tally. Party
officials said they would use the funds
gradually to pay back a contentious loan
from a Russian bank taken outin 2014.

congress in Paris

where Jordan
Bardella, below,
was elected

leader —

Renaud Labaye, general secretary of o =

the RN group, likened the change toa
family company scalingup into a corpo-
ration. “When I was Marine Le Pen’s
parliamentary assistant in
2017, we had seven MPs, maybe
adozen staffers, and managed to
ask only two questions at the
weekly session of questions to the
government in five years,” he said in
an interview. “Now we have 89 MPs
and around 110 staffers, hold two of
the six assembly vice-presidents, and

Lews kayiAP

getto ask four questions per week!”

But the momentum came to a halt on
Thursday, when de Fournas’s yellingled
the parliamentary session to be sus-
pended. De Fournas denied racistinten-
tion, saying he was talking about the
boats and migrants rather than Carlos
Martens Bilongo MP, who was calling on
France to increase co-operation with EU
countries in assisting African migrants
rescued from the Mediterranean.

On Friday, a parliamentary discipli-
nary panel gave de Fournas the maxi-
mum penalty of a 15-day suspension
and a temporary pay cutfor “provoking
atumult” in the assembly.

Publicly, Le Pen and other RN officials
fiercely defended de Fournas and
accused their opponents of manipulat-
ing the episode, but in private some
admitted the MP’s words were “cata-
strophic” and “lacking humanity”.

During the party congress on Satur-
day, Bardella also defended de Four-
nas, and vowed to strictly regulate
immigration and reserve social wel-
fare programmes such as housing
subsidies  for French citizens.

Kyiv seizes
control of

five strategic
companies
from oligarchs

ROMAN OLEARCHYK — KYIV

Ukraine's President Volodymyr Zelen-
skyy said yesterday that Kyiv had
transferred five strategic enterprises to
state control from previous oligarch
ownershipas part of the country’s war-
time effort.

The Ukrainian government national-
ised top oil producer, Ukrnafta, and the
country’slargest refinery, Ukrntatnafta,
which halted operations after being hit
by Russian missile strikes in the first
months of Moscow’s invasion of
Ukraine.

Both companies were controlled by
Igor Kolomoisky, an oligarch who
backed Zelenskyy's presldem:lal bid in
2019 and who is now facing probes into

PrivatBank, her of
his previous businesses. Kyiv has also
seized ownership of Motor Sich, an
plane turbine and helicopter engine
maker based in Zaporizhzhia, close to
thefrontlinesinthesouth.

“such steps, which are necessary for
our country in condition of war, . . . will
help to provide the urgent needs of our
defence sector,” Zelenskyy said in a Tel-
egram channel statement. “In these dif-
ficult times, we must direct all our
forces to liberate our land and people
and support the Ukrainian army.”

The nationalisations, which other
officials described as temporary, came
after weeks-long Russian missile and

i drone strikes on electricity
infrastructure across Ukraine have trig-
gered daily power blackouts and elec-
tricity rationing across the country.

They also came a year after the presi-
dent pushed through parliament so-
called “de-oligarchisation” reforms
aimed to curb the influence of the
nation’s wealthiest entrepreneurs.

Kolomoisky is facing domestic and
lnbermltmnal investigations for the

Ivency of PrivatBank. Th
cial lender was nationalised in 2016
after authorities uncovered losses of
‘more than $5bn unaccounted for in its
balance sheet.

Vyacheslav Boguslaev, MotorSich’s
former owner, was arrested last month
on treason charges. Local prosecutors
allege he helped supply Russia with
parts for helicopters. Boguslaev sold his
controlling stake in MotorSich to Chi-
nese company Skyrizon but Ukrainian
trust and security authorities blocked
themove by freezing the shares.

Kolomoisky and Boguslaev deny any
wrongdoing.

AvtoKraz, a truck manufacturer that
produces vehicles for domestic military
transport as well as rocket systems, was
alsoamong the groupstaken under state
control. It was previously owned by
Ukrainian oligarch Kostyantyn Zhev-
ago, who has lived in exile in the past
years as Ukrainian authorities pursued
cases against him related to the insol-
vency of a bank he previously owned.

Zaporizhtransformator, an electricity
grid parts producer located in Zapor-
izhzhia, was alsonationalised.

Ukraine defence minister Oleksiy
Reznikov insisted the takeovers of these
enterprises by the state legally did not
amount to “nationalisations”.

“This is a direct taking over of assets
during wartime. These are totally differ-
ent legal forms,” Reznikov was quoted
assaying by Reuters.
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AMY KAZMIN AND GIULIANA RICOZZI

crossings

the portand Italian waters

Italy’s new rightwing government is
trying to stop European charities land-
ing migrants rescued from the Mediter-
ranean at the country’s ports, in a first

test of its pledge to curb ille-
gal mij from north Africa.
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Rome’s tough new tactics have left

B

The captain of the Humanity 1
refused, insisting maritime law obliged
him to “bring all those rescued from dis-
tressatseatoa place of safety” and that
leaving with rescued people still on
board would constitute “an illegal push-
back”, SOS Humanity said.

1t said the rescued people had the
right to “an individual protection

B Ty

iin on the ship. Amnesty Interna-
tional slammed Rome’s “creative inter-
pretation” of the law of the sea and its
efforts to push some rescued migrants
backouttointernational waters.
Another two ships were still awaiting
permission to enter Italy’s territorial
‘waters toland rescued migrants, despite
what the charities said were worsening
conditions.

€lan citantinm an haned fo hanamine

Italy cracks down on charities landing rescued sea migrants

stranded at sea for 14 days is inhu-
mane.”

The rightwing coalition led by Giorgia
Meloni and her Brothers of Italy pledged
ahead of its September election victory
to stem illegal migrants arriving from
north Africa ifitwon power.

The new government has called for a
pan—E.uropean approach to migration
into the EU via the Mediterranean and

hno Hhe sinhio an MO heinaing nannl
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stuLn 1UL up W uays un
‘board four ships operated by humani-
tarian charities, including Médecins
Sans Frontiéres, SOS Méditerranée and
SOS Humanity.

The vessels rescue migrants from
overloaded, unsafe boats in the Medi-
terranean and ferry them to the closest
safe harbours, usuallyin Italy.

On Saturday night, Italy permitted
the Humanity 1, a ship operated by Ber-
lin-based SOS Humanity, to dock at the
port of Catania to put ashore 144 chil-
dren, pregnant women, mothers accom-
panying young offspring and “vulnera-
ble people” in need of urgent medical
care.

ABOTISATII, WAL LaL Uity WaAG prave
onland”, and that forcing the ship away
amounted to violation of both European
human rights law and the Geneva Con-
vention on the treatment of potential
refugees.

The non-governmental organisation
said on Sunday night that it was bring-
ing a legal case against the Italian gov-
ernment to ensure the rights of those
still stuckaboard the ship.

Meanwhile, MSF’s Norwegian-flagged
Geo Barents vessel, with more than 570
people on board, was permitted to dock
at Catania on Sunday afternoon but, as
with the Humanity 1, could only put
ashore people the Italian government

But the government barred 35 other ~ deemed vulnerable or in need of care.
migrants from disembarking, and on Italy a].lowed 357 of the Geo Barents’
Sunday ordered the 1toleave k, but forced 215

* FINANCIAL TIMES

LU1C ALV UL VAL £ USALLE
more and more unsustainable,” said
Claire Juchat, of SOS Méditerranée,
‘which has 234 rescued people aboard its
Ocean Viking. “To leave people

Catania: Humanlty 1was allowed to :
dock to let off “vulnerable people’

1145 100 g VL1 1V LI g prUpIS
fromunsafe boats to Italian ports.

Interior minister Matteo Piantedosi
issued a decree last month declaring
that the operations of the Ocean Viking
and Humanity 1 contravened “the spirit
of the European and Italian regulations
on security and border control, and the
fight againstillegal immigration”.

Piantedosilater told the Corriere della
Sera newspaper that the government
wanted to signal that Italy could not
“take on migrants picked up at sea by
foreign ships that systematically oper-
ate without prior co-ordination with
authorities”.

Currently, he said, migrants rescued
by NGO ships accounted for about 16
per cent of illegal migrants arriving in
Italy across the Mediterranean.

INTERNATIONAL

Biden and Trump hit campaign trail on eve of polls

Control of Congress at
stake as US president and
predecessor rally support

LAUREN FEDOR AND JAMES POLITI
WASHINGTON

Us president Joe Biden and former pres-
ident Donald Trump headed to political
rallies yesterday on the eve of midterm
elections that will determine which
political party will control Congress,
stoking speculation about whether they
are headed for arematchin2024.

While latest opinion polls suggested
Republicans were on course to regam

ing toa high turnout that could exceed
the 122mn who voted in the 2018 mid-
term election.

Four years ago, a backlash against
Donald Trump led Democrats to cap-
ture a majority in the House, but this
year the political winds have swung in
the opposite direction, amid voter dis-
content with high inflation, crime levels
and immigration that has favoured
Republicans.

Biden has for months largely shied
from the campaign trail amid persist-
ently low approval ratings, but in the
final stretch of campaigning he has trav-
elled the country backing a handful of
congressional candidates and Demo-

control of the House of
non-partisan analysts saw ¢ the Senate as
a “toss-up” likely to come down to races
in key swing states, including Pennsyl-
vania, Georgia and Nevada.

At the same time, today’s midterms
are likely to fire the starting gun on the
nextpresidential elections in 2024, with
Biden and Trump eyeing another White
Housebid.

Yesterday more than 40mn Ameri-
cans had already cast their ballots by
voting early in person or by mail, point-

crats running for TOT.

On saturday, Biden shared the stage
with former president Barack Obama in
Pennsylvania to rally support for John
Fetterman, the Democratic Senate can-
didate, and Josh Shapiro, Tunning for
governor. Yesterday Biden was in anoth-
er Democratic stronghold, Maryland,
where polls suggested former in-
vestment banker Wes Moore was
favourite to be elected governor.

Trump has re-emerged on the politi-
cal stage with a series of high-profile ral-

Hunt for votes: Donald Trump speaks at a ‘Save America’ rally in Miami, Florida, on Sunday — e v Uzcsregu/araiGerylmages

lies alongside candidates he has endor-
sed in several key swing states, as well as
more traditional Republican strong-
holds.

At the weekend he campaigned in
Pennsylvania and Florida. Yesterday he
was setto share the stage in Ohiowith JD
Vance, author of bestseller Hillbilly
Elegy, who became the Republicannom-
inee for the Senate there with Trump’s
endorsement. Trump won Ohio by
8 percentage points over Biden in 2020,
but latest polls show Vance locked in a
much tighter race with his Democratic
opponent, congressman Tim Ryan.

Trump, 76, has for months flirted
with another run at the White House. At
acampaign event in lowa last week, he
teased supporters, saying: “In order to
make our country successful and safe
and glorious, I'will very, very, very prob-
ablydoitagain . . . verysoon.”

US media reported last week that
Trump and his advisers are eyeing next
Monday, November 14, as a potential
formal launch date.

Biden, who will turn 80 later this
month, has not formally said he will
seekre-electionin2024.
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Singapore rights activists
bemoan hardline rule

City state remains politically

authoritarian and dirigiste

despite shift over gay issues

MERCEDES RUEHL — SINGAPORE
Civil rights activists in Singapore were
puzzled when their government issued
a challenge to Sir Richard Branson. The
UK billionaire entrepreneur was invited
last month to take part in a televised
debate in response to his blog post criti-
cising the city state’s strict drug policy
and death penalty.

Home affairs and law minister
K Shanmugam’s offer of a plane ticket
and accommodation for him to come
and argue his position seemed at odds
with Singapore’s stance at home. The
government had shown a willingness to
use the country’s laws and other means
to silence local criticism, discourage
opposing views and stop behaviours
deemed unacceptable, criticssaid.

Writing on Twitter, Jolovan Wham
asked Shanmugam why the minister
could not debate the issue with his local
community in Singapore instead. In
response, Shanmugam blocked Wham
on social media and deleted his com-
ment, the activist said.

Theincident serves as areminder that
while Singapore continues to embrace
western commerce and has shifted on

‘There is a will to govern
not just the economy but
also social values that are
[vital] to political stability’

some issuessuch as gay rights, theisland
remains politically authoritarian and

Singapore is trying to attract global
talent in everything from cryptocurren-
cies to the metaverse, after leapmg
ahead of Hong Kong in Sep

ble to really regulate individual activi-
ties, it does feel it needs to state its posi-
tion on values publicly, even as a sym-
bolic act,” said Chua Beng Huat, a pro-
fessor at the Yale-National University of
singapore college. “There is a will to
govern not just the economy but also
social values that are important to polit-
ical stability.”

One of the biggest moves came a week
ago when the government filed bills to
prevent court challenges to laws and
policies concerningmarriage.

Desplm softening aﬂ]tudes towards

ity, the city decrimi

sex between men in August via the re-
peal of a colonial-era law, Singapore has
sought to protect itself against court
challenges that could legalise gay mar-
riage. The intervention in effect makes
thisapolitical issue the PAP can control,
rather than alegal one.

A similar sentiment was at play last
month when Vogue Singapore saw its
licence cut from one year to six months.
The fashion magazine was issued a
warning by the information ministry
over nudity and content that promoted
non-traditional families, the mini
said. Vogue did not respond to arequest
for comment.

A film, #LookAtMe by local film-
maker Ken Kwek set in Singapore and
which premiered in New York, was
banned by authorities in October. It is
abouta young man whois offended by a
pastor’s stance on homosexuality. Gov-
ernment agencies said the film had the
potential to cause social division and
denigrated areligious community.

“You're seeing a series of reactions
based on insecurity,” said Michael Barr,
associate professor in international
relations at Flinders University and the
author of several books on Singapore
politics. “Thave spoken to a few academ-
ics and civil society types and the sense
of the creepinglevel of repressionis very
real.” He added that decision makers
feared losing: comrol uf the narrative.

become the world’s biggest f'manmal
hubbehind London and New York.

As the ruling People’s Action party, in
power since independence in 1965, pre-
pares for new leadership, it has redou-
bled efforts to protect the cultural status
quo, according to experts. Butits popu-
laritvic in decline and ite stance ionares

it the major-
ity of ts citizens support the govern-
ment’s stance. In a speech in August,
Prime Minister Lee Hsien Loong noted
longstanding reservations by religious
groups on legalising homnsexuahty
pointsto p veys of
singaporeans that show majority sup-
nort for the death nenaltv as a deterrent
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the views of amore liberal, younger gen-
eration of Singaporeans.

In October alone, a global fashion
magazine was chided for promoting
non-traditional families, a bill has been

todrugtrafficking.

But experts said the liberalisation of
the cultural scene and the growth in
activism were unavoidable. “People are
more liberal across generations. It is

duced toamend th itutionto
protect the heterosexual definition of
marriage, a controversial film has been
banned on religious grounds and an
adult content creator has been jailed.
Unlike Branson, some local activists
against the death penalty have been
issued with police warnings.
“The government has always taken an
interesting position that even if it is una-

AN dliss
K Shanmugam: offered to hold a
rights debate with Richard Branson

visible,” said Chua.

That is especially true of online activ-
ity, another area where Singapore has
clamped down. A court last month fined
and jailed Titus Low, a 22-year-old
OnlyFans creator, for three weeks for
accessing his account in breach of a
police order to stay off the video site.
Low’s channel features many sexually
explicitvideos and photos. He was origi-
nally charged with transmitting
obscene materials by electronic means
last year. Low’s lawyer did not respond
toarequest forcomment.

Even so, some citizens are hopeful the
repeal of Section 377A, as the law ban-
ning gay sex was known, will mean
opportunities to push boundaries with-
outbreaking thelaw.

“If peaceful activism and changing
attitudes contributed to [the repeal],
maybe there is hope for a softening on
other issues, such as the death penalty,”
a Singaporean student said. However,
even for them, it still feels far away.
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Cruise ships give
China a wide
berth amid
zero-Covid push

Virus has knocked Asia passenger volumes
and it could take years before they recover

CHAN HO-HIM — HONG KONG

Jessi Chen “had the best time” when she
held her bachelorette party with about
50 friends during a “cruise-to-nowhere”
tripin Hong Kong a year ago.

“It was really fun,” the business exec-
utive, who is in her 30s, said about her
trip on Dream Cruises’ 1,674-cabin
Genting Dream, a three-day round trip
into international waters then back to
Hong Kong. It was her first time on a

to operate Dream Cruises, went bank-
rupt this year.

Royal Caribbean is basing just one of
its ships, the 2,137-cabin Spectrum of
the Seas, in Singapore as its home port.
Hong Kong, its former port, removed
cruise restrictions only in October.

The Asia-Pacific region, thanks to a
rapidly growing Chinese market, had
accounted for up to a fifth of big cruise
lines’global revenuesbefore 2019.

But the pandemic resulted in Asia

cruise ship in Asia, and she enjoyed it so
much she was looking forward to
another trip at a time when interna-

volumes falling from 3.7mn
to 626,000, according to Cruise Lines
International Association, an industry

tional travel was all but impossi
because of Covid-19 restrictions.

Then authorities suspended cruisesto
nowhere, too. Hong Kong as well as
mainland China, with its commitment
tozero-Covid, have been virtually aban-
doned by international cruise lines and
Chen might have to wait months to set
sail again from Victoria Harbour.

While cruise bookings around the
world are rising to pre-pandemic levels,
analysts and industry insiders said a
recovery for the sector in China and Asia
could begin only after 2024, given that
cruise lines typically plan operations a
year ormore ahead.

Carnival’s Costa Cruises, which used
to have a strong Asia presence with a
quarter of its fleet stationed in the
region, has suspended sailings owing to
uncertainties over a tourism rebound.
Norwegian Cruise Line and MSC Cruises
no longer deploy ships in the region,
while Genting Hong Kong, which used

body. volumes in

China plummeted 99 per cent to just
6,000 last year, from nearly 2mn in
2019,

Cathy Hsu, a professor at Hong Kong
Polytechnic University’s school of hotel
and tourism management, said it could
take another two to three years for Asia
to experience a rebound post-Covid.

“A full recovery to the pre-pandemic
level [in Asia] will be challenging with-
out mainland [Chinese] tourists,” said
Hsu. “Aslong as there are policy uncer-
tainties, international cruise lines will
most likely stay away from making
commitments.”

Hopes of travel relaxations dimmed
after China’s Communist party reaf-
firmed its commitment to its rigid zero-
Covid policy last month at its congress.
Hong Kong’s borders are still not fully
open, with all inbound travellers barred
from restaurants, bars and clubs for the
first three days after arrival.

The Chinese territory’s Kai Tak cruise
terminal in Kowloon, which used tohost ~ past”.
the region’s biggest cruise ships, has
been turned into a 786-bed government

Kai Tak, expected “it would be a few

breadth of cruise lines that we had inthe “The scale

Trey Hickey, a former Carnival senior and
executive, said that most big cruise lines
were focused on their core domestic .
i in Europe and the Us rather the China
than on emerging markets such as Asia
amid the “financial and reputational

potential of

market are

years until we get back to the same

damage the industry has experienced”.

Cruise lines including Carnival had to
refinance large amounts of corporate
debt after borrowing heavily amid the
pandemic, while the industry suffered
damaging publicity when passengers
were trapped on Covid-ridden cruise
shipsin the early days of the outbreak.

But Hickey believes companies that
stay engaged with the region could be
rewarded.

silversea Cruises, operated by Royal
Caribbean, has planned cruises in Asia
that will call at Hong Kong in early 2023,
despite not stopping at mainland Chi-
nese ports. Norwegian Cruise Lines has
said it will bring back one of its cruises,
the Norwegian Jewel, to Asia from Octo-

[unbroken]
but there is
aneed to

rebuild trust

and faith’

ber next year. And Carnival’s joint ven-
ture partnership with China State Ship-
building Corporation, CSSC-Carnival, is
set to have its first cruise ship to serve
mainland China delivered in2023.

“The scale and potential of the China
market are undiminished” when it
eventually opens up to the world, said
Brian King, at Texas A & University.
But, he added that “there is a need to
rebuild trust and faith”.

ling to Chen, the busi:
utive, cruise lines should tap into a
younger clientele, who got a taste for life
on the seas when all other leisure travel
was proscribed.

But Royal Caribbean, which saw its
proportion of global revenues from
Asia-Pacific fall from about 15 per cent
in 2019 to only 9 per cent last year, dis-
closedithad “noinsight on when we will
return to serviceinmainland China”.

“China is the growth engine . . . and is
now the only market without areturn to
service,” the company said. “Hopefully,
this will start tochange in 2023
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Exports fall for first time since 2020

THOMAS HALE — SHANGHAI
WILLIAM LANGLEY — HONG KONG

China’s exports contracted last month
for the first time since the early stages
of the Covid-19 pandemic, a sign of
‘mounting pressure on an economy still
gripped by strict antivirus measures.

Exports in dollar terms fell 0.3 per cent
‘year on year in October, official data
showed yesterday, compared with an
economists’ forecast of 4.5 per cent
growth and a 5.7 per cent gain in Sep-
tember. The figure last fell in May 2020.

China’s trade has supported its econ-
omy throughout the pandemic. Its
exports rocketed in 2020 and 2021 as
global markets shifted to buying goods
rather than services.

But the latest data highlight the coun-
try’s exposure to a global slowdown as
other big economies raise interest rates
to tackle higher inflation. Unlike China,
most countries have largely removed

economist at Guotai Junan Interna-
tional, an investment bank.

As policy tightens, “the risk of eco-
nomic recession overseas will rise, con-
siderably weighing on global demand”.

T th T ———

e
add to domestic pressures on China’s
economy as policymakers struggle to
contain a property downturn and the

‘Decline in goods
consumption overseas
undermines the demand
for China’s exports’

damping impact of its strict zero-Covid
policy. The strategy aims to rapidly
eliminate all coronavirus outbreaks
through mass testing, lockdowns and
quarantine for close contacts of positive
cases.

weighed on consumer demand, with
retail sales up just 2.5 per cent in Sep-
tember.

Equities in Hong Kong and mainland
China have gyrated in the past week fol-
lowing rumours that the zero-Covid pol-
icy would be eased. But Beijing quashed
the rumours over the weekend. At the
Communist party’s congress last month,
zero-Covid was praised and no timeta-
ble was offered for any relaxation of the
rules.

Last month, imports also fell for the
first time in more than two years, drop-
ping 0.7 per cent in dollar terms year on
year.

Zichun Huang, an economist at Capi-
tal Economics, noted that a third of
China’s imports werein turn used forits
exports. “We anticipate further weak-
ness,” hesaid.

China on Friday launched its fifth
International Import Expoin Shanghai,
a conf that hosts th ds of

In the three monthsto the end of Sep-
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Covid restrictions.

“Consumer preferences overseas have
changed, and the decline in goods con-
sumption undermines the demand for
China’s exports,” said Hao Zhou, chief

Shipping tracker
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tember, China’s economy grew just 3.9
per cent year on year, below a 5.5 per
cent target that was already the lowest
in three decades. Lockdowns of big cit-
ies to contain small outbreaks have

foreign and domestic companies. Presi-
dentXi Jinping, in remarks delivered by
video link, emphasised that China
remained committed to opening up to
the outsideworld.

Sanctions reshape Beijing-Moscow trade link:

VALENTINA ROMEI — LONDON
MARTIN ARNOLD — FRANKFURT

China has become Russia’s main trad-
ing partner as imports from the EU
contracted sharply following sanctions
imposed by western countries in
response to the invasion of Ukraine.

In June, July and August, Russia’s goods
imports were 24 per cent lower than for
the same period last year, leading to a
monthly import gap worth $4.5bn, the
Kiel Institute for the World Economy,
based in Germany, calculated.

Trade with the EU was down 43 per
cent as a result of the sanctions while
Russian trade with China rose 23 per
cent, making it Russia’s top trading part-
ner. Russia stopped publishing most for-
eigntrade data in February.

“Since China’s exports are not suffi-
cientto compensate for the drop of Rus-
sia’s trade with the EU, Russia’s effortsto
replace slipping imports from Europe
are proving increasingly difficult,” said
Vincent Stamer, head of the Kiel Trade
Indicator. “The sanctions . . . are appar-

ently hitting the Russian economy hard
and noticeably limiting the population’s
consumption options.”

The institute, which tracks shipping
loads of 57 countries and the EU,
reported that cargo unloaded in Octo-
ber at St Petersburg, a hub for trade with
Europe, was a tenth of the volume for
the same month last year.

Official Chinese data released yester-
day showed the value of imports and
exports with Russia rose by an annual
rate of 35 per centin October, in contrast
with China’soverall trade contraction.

Last month Russian goods exportsfell
2.6 per cent, and imports 0.4 per cent,
according toKiel.

Together with a trade contraction in
Germany and the US, monthly global
trade volumes were down 0.8 per cent,
Kiel analysis showed.

Leah Fahy, economist at Capital Eco-
nomics, the consultancy, forecast that
global trade would fall on an annual
"basis from next year as more countries
‘went into recession.

Germany’s economy continued to suf-

fer supply chain disruption as imports
fell 0.9 per cent and exports also
declined slightly in October, Kiel said.

But there was some relief for German
industry as freight rates on China-EU
routes have fallen two-thirds this year,
taking prices for a standard container
below $5,000 for the first time in two
years, it said.

German industrial output rose unex-
pectedly in September despite a fall in
the most energy-intensive sectors in
response to soaring energy prices.

Monthly production at German facto-
ries rose 0.6 per cent, driven by sharply
higher automotive and pharmaceutical
output. But output in the energy-inten-
sive sectors such as chemicals, metals
and glass was down 0.9 per cent, taking
thefull-year fall to almost 10 per cent.

New orders for German factories fell
4 per cent in September and analysts at
Goldman sachs expected hard data on
the economy to “deteriorate signifi-
cantly” from October, especially after
Chinese exports to the EU dropped 9 per
centyear on year.
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understand the cosmos. But now, space is the venue for practica
 advancements for humanity, such as satellites that can monito
zreenhouse gas emissions to fight terrestrial climate change
th. process—plus opportumtle
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‘Every day
yousee
people die.
Itis not safe
to walk
around
outside.

T have never
seenit

like this’

Resident

Outbreak: a
young cholera
victim is helped
onarrival ata
Port-au-Prince
clinic last month

Rarmon Espinosa/AP

Gangs fighting for territory

have exacerbated political

and humanitarian crisis

JOE PARKIN DANIELS — BOGOTA

Over one recent weekend in Port-au-
Prince, Haiti politician Eric Jean Bap-
tiste and his bodyguard were murdered
by gangsters while driving through the
capital in anarmoured car.

Across town at a protest outside a
police station, radio journalist Romel-
son Vilsaint was fatally wounded when
he was hit on the head by a tear gas can-
ister launched by police, witnesses said.

The acts of violence were unrelated,
but signify the chaos engulfing Haiti as
its regional neighbours try to rally an
international response.

On Friday, the US and Canada levied
sanctions on two members of the politi-
cal elite, Joseph Lambert, president of
the Haitian Senate, and former senator
“Youri Latortue. Both are accused of drug
trafficking and having ties to the vwlent

he country.

S&P Global e

“The United States and our interna-
tional partners will continue to take
action against those who facilitate drug
trafficking, enable corruption and seek.
to profit from instability in Haiti,” Brian
Nelson, the US Treasury’s under secre-
tary for terrorism and financial intelli-
gence, said ina statement.

“canada will not remain idle while
gangs and those who support them ter-
rorise Haiti’s citizens,” said Mélanie Joly,
Canada’s foreign minister. More sanc-
tions are expected to be announced in
theweeks ahead.

Haiti is mired in a political and
humanitarian crisis that escalated in
July last year when President Jovenel
Moise was assassinated in his mansion
in circumstances that remain mysteri-
ous. Acting prime minister Ariel Henry
emerged victorious in the ensuing
power struggle, although his leadership
has since been dogged by mass protests
and questions of his legitimacy.

The situation has worsened as gangs,
some reportedly operating with support
from politicians, have fought over terri-
tory, with civilians often caught in the

S

Caribbean. Leadership woes

US looks for
support to halt
Haiti violence

Meanwhile the US is attempting to

drum up support among its neighbours
for another international intervention
in order to lift gang roadblocks and
guarantee the passage of aid around the
country.
Although Henry has requested the
measure, few countries have offered to
lead such a task force, but the Bahamas
has said it will send troops or police if
requested. Washington has said it is con-
fident of securing a resolution at the UN
Security Council for a deployment.

“This is a work in progress and we are
continuing to pursue it,” US secretary of
state Antony Blinken told reporters
duringa recent visit to Ottawa.

“We have both [US and Canada] been
talking to avariety of countries to gauge
their interest in and willingness to par-
ticipate in that”

Previous interventions in Haiti have
exacerbated the country’s woes. UN
peacekeepers that arrived following the
2010 earthquake were accused of sexual
violence and abuse, as well as bringing
choleratothe nation.

Renata Segura, deputy director for
Latin America and the Caribbean at the
International Crisis Group, said that
while such a deployment this time
might open humanitarian corridors, it
would be fraught with difficulties.

‘Troops could be seen
by many in Haitias

. aggravating the
political crisis’

“The fact that these troops could be
seen by many in Haiti as consolidating
the power of unelected Henry could
meanthat, as they alleviate the humani-
tarian crisis, they end up aggravating
the political crisis.”

On Thursday, the police announced
they had seized control of the Varreux
fuel terminal in Port-au-Prince, liftinga
weeks-long blockade by the powerful
G9 coalition of gangs.

Amid nationwide protests against
Henry's leadership, the gang said it
would not move until the acting prime
minister resigned, and then went on to
throttle fuel suppliesin a country where
much o( the popu]auon relles SoEner
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“Every day you see people die,” one
Port-au-Prince resident said, asking not
to be named for fear of reprisals. “Itis
not safe to walk around outside. I have
never seenitlike this”

The number of displaced Haitians has
reached 96,000, tripling in the past five
months, accordingto the UN, which also
estimates that a record 4.7mn, nearly
half of the population, are facing acute
hunger.

Cholera is spreading once more, with
3,429 suspected cases across six prov-
inces last month, according to the Pan
American Health Organization. A previ-
ous outbreak, believed to have been

ALULS LW PUWEL LUELL HULIES 41U vust-
nesses.

Aid workers said on Friday that fuel
deliveries had not yet been made,
despite the end of the siege. The UN
Security Council last month unani-
mously voted to sanction Jimmy Chéri-
zier, leader of the G9. Chérizier said on
social media on Sunday that the G9 had
liftedits blockade.

Louis-Henri Mars, who runs a long-
standing peace-building initiative in
Haiti, said sanctions would do little if
gang financiers in Haiti and overseas
were not tackled. “They demonise the
locals but have so far closed their eyes to
those profiting sweetly from gun and

ition sales for the murderous

started by UN p keepers, killed
nearly 10,000 between 2010 and 2019.

rampages,” hesaid.

G20 nations kept in the dark
over Putin’s Bali attendance

GIDEON RACHMAN — JAKARTA
MAX SEDDON — RIGA
HENRY FOY — BRUSSELS

Indonesia’s president has said he has a
“strong impression” that vladimir
Putin will not attend next week’s sum-
mit of G20 leaders in Bali, the first
meeting of the world’s largest econo-
mies since the Russian president
launched his war against Ukraine,

The suggestion from joko Widodo, who
will host the summit, came after the US
rejected an offer by Indonesian officials
to arrange a bilateral meeting between
Putin and US President Joe Biden at the
event, a senior US official said last
month.

There has been speculation for weeks
about Putin’s potential attendance at
the Bali gathering, amid heightened ten-
sion between Russia and western pow-
ers over Ukraine.

If the Russian president were to
attend, it would be his first meeting
since the start of his invasion in Febru-
ary with Biden and other Nato leaders,
who have provided tens of billions of
dollars in military support to Ukraine
and imposed myriad economic sanc-
tions on Moscow.

‘Wwidodo spoke to Putin last Wednes-

day about the G20 event and as a result
of that call believed the Russian leader
would not be attending, the Indonesian
president said in an interview with the
Financial Times.

Dmitry Peskov, Putin’s spokesperson,
did not immediately respond to a
request for comment. Peskov told
reporters earlier yesterday that the
Kremlin would make a decision about
Putin’s attendance thisweelc

Putin said last month: “Russia will
definitely be represented [in Bali]
ata high level. Maybe I will go, too. 1 will
thinkaboutit.”

Widodo emphasised that the Rus-
sians remained welcome to attend the
G20 meeting and that Indonesia hoped
to facilitate international dialogue to
counter what he called a “very worry-
ing” rise ininternational tension.

He also expressed frustration that
geopolitical tension would overshadow
the summit: “The G20is not meant to be
apolitical forum,” he said. “It’s meant to
be about economics and development.”

The Indonesians intend to put food
and energy security at the centre of next
week’s discussions, two issues that have
become global concerns as a result of
Putin’s invasion.

Gldeon Rachman see Opinion
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Liverpool FC
sale explored
by US owners
Fenway Sports

e Banks advising after buyer approach
e Wave of activity in prestige assets

JAMES FONTANELLA-KHAN
AND SARA GERMANO — NEW YORK
JOSHNOBLE — LONDON

Fenway Sports Group is in the early
stages of exploring the sale of Liverpool
FC, people familiar with the matter said,
making the English Premier League side
the latest prestige sports asset to go on
the market.

FSG, which bought Liverpool in 2010
for £300mn, is being advised by Gold-
man Sachs and Morgan Stanley after it
was approached by atleast one potential
buyer, said two of the people.

In a statement, FSG said it frequently
received interest “from third parties
seeking to become shareholders in Liv-

Investors have been drawn
to European football

by the fast-rising

value of media rights

erpool. FSG has said before that “under
the right terms and conditions we would
consider new shareholders if it was in
the best interests of Liverpool as a club.”
News of the potential sale was earlier
renartad by The Athletic wehsite

for a French team. Investors, particu-
larly from the US, have been drawn to
European football by the fast-rising
value of media rights and what some see
as the relatively low valuations com-
pared with US sports.

But the failure of the European Super
League project has removed one possi-
ble catalyst for significant valuation
growth, while the Premier League’s
recentrights deal in the UShas locked in
akey source of revenue for six years in
its most important growth market.

High-profile sports assets outside
football that have come on the market
this year include the US National Foot-
ball League’s Washington Commanders,
the National Basketball Association’s
Phoenix Suns and Major League Base-
ball’s Anaheim Angels.

Under FSG, Liverpool has returned to
the top of European football, reaching
three Champions League finals and win-
ning once. The club won the Premier
League in 2020, ending a 30-year spell
without an English league title.

But competition is becoming more
intense at the top of the Premier League,
especially since Newcastle United was
bought last year by Saudi Arabia’s sover-

rion wealth fiind Newrastla is third in

Russia domestic air travel returns to

near pre-Covid levels but safety worries grow

Manufacturers Airbus and Boeing in March suspended the supply of spares and services — i kadobnovAFP/Getty Images

SYLVIA PFEIFER — LONDON

Russia’s aviation industry has defied
predictions it would grind to a halt
after western sanctions barred
access to spare parts and mainte-
nance expertise.

Domestic air travel has rebounded
close to levelslast seen before the Cov-
id-19 nandemic tricoerino concerns

suspended the supply of spares and
services and removed regular mainte-
nance support, as did engine makers
including Rolls-Royce.

Before the start of the war, the two
aerospace groups accounted for 70
per cent of Russia’s commercial fleet
of roughly 880 aircraft, according to
data from Cirium, a consultancy.

The market is dominated hv wast-

innormal times. And that’s . . . creat-
ing some concerns onthe safety side.”

Phil Seymour, president of IBA,
said most western-made aircraft can
operate without too much mainte-
nance in the short term, but Russian
authorities “would not want planes to
fly in an un-airworthy condition”.

For those due a “major six-year or
12-vear check then the anaratar will

Lack of female
executives on
UK boards

is ‘appalling’

DANIEL THOMAS — LONDON

The lack of women in executive roles in
British companies is “appalling”,
accordingto a FTSE board report from
Cranfield University and EY.

The annual survey of the UK’s FTSE 350
raises new concerns that companies are
not doing enough to put womeninman-
agement posts despite hitting targets for
women directors in the boardroom.

The number of women on FTSE-listed
company boards has risen this year to
almost 40 per cent but nine in 10 were in
non-executive positions, suggesting the
increase has been driven by appeint-
mentstocomply with targets.

The survey showed there are nine
female chief executives in the FTSE 100.
‘While the number of women in non-ex-
ecutive roles in the FTSE 100 has risen
15 per cent over the past year, the
number in executive directorships
increased 3 per cent to 36.

Alison Kay, managing partner for cli-
ent service at EY, UK & Ireland said
FTSE businesses were “falling woefully
short of the intended outcome — distrib-
uting the power and influence necessary
toachieve true gender parity”.

Tough decisions were needed “to
push further into root-and-branch
reform” given the “alarming lack of
progress in gender-proofing executive
succession planning”, she said.

Sue Vinnicombe, professor of women
and leadership at Cranfield School of
Management, said the “lack of progress
in terms of seeing women in these key
executive roles is frankly appalling”.

The survey showed about 17 per cent
of executives in the FTSE 100 are female
— much lower than the headline 40 per
cent figure for boards. This fallsto 12 per

cent amane smaller comnanies an the

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=FTA%2F2022%2F 11%2F08&ts=20221107203207&uq=20220804 103507
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FSG's move comes mnnths aﬁer Chel-
sea FC was sold by Russian billionaire
Roman Abramovich toa consortium led
by US financier Todd Boehly for £2.5bn.

During the sale process Chelsea
received more than 200 bids, highlight-
ing the appetite for Premier League
teams. In addition to Boehly, Chelsea
received bids from private equity
tycoon Josh Harris and British industri-
alist Sir Jim Ratcliffe.

The Chelsea sale was followed by two
more record-breaking football deals.
Italian champions AC Milan were sold to
a US investment firm for €1.2bn, a
record in Europe outside England, and
Olympique Lyonnais was sold to a US
businessman for €800mn, the highest

ﬂleleague leerpﬂul eighth.

Forbes values Liverpool at $4.45bn,
making it the most valuable football
club in the world after Real Madrid, Bar-
celona and Manchester United. It ranks
22nd acrossall sports.

Last year the club generated revenue
of £487mn, according to Deloitte, the
seventh-highest figure in Europe, and
more than Chelsea’s £436mn.

FSG, the parent of Liverpool, base-
ball’s Boston Red Sox and hockey’s Pitts-
burgh Penguins, is controlled by John
Henry, a self-made commodities bil-
lionaire who was among Premier
League owners who apologised to sup-
porters for his advocacy of the Euro-
pean Super League project in 2021.
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aviation consultancy.

International travel is far below
2019 levels as most western countries
banned Russian airlines from their
airspace following the invasion of
Ukraine. Travel has continued to
countries such as China, Turkey and
former Soviet Union states.

The domestic rebound, however,
has triggered fears about long-term
safety. Airbus and Boeing in March

T — B
among western that safety
may eventually be put at risk. & -

Since Russia lifted all pandemic- Weare VqurlCd about
related travel curbs in the summer,  the conditions for
domestic flights have surged and were :
up 4 per cent on 2019 levels in Octo- malntenancc.as e tl:le
ber, according to data from 1BA,an  planes are flying a lot’

ern lessors that provided domestic
airlines with more than 500 planes
but have retrieved few of them.

Guillaume Faury, chief executive of
Airbus, said last month: “We are wor-
ried about the conditions for mainte-
nance as actually the planes are flying
alot.

“Because of the sanctions, we can-
notreally monitor and supportas . . .

have a pmblem Spare parts, lelmg
and equipment are all quite special-
ist,” he said.

As time runs on, Russian airlines
would have to cannibalise some air-
craft or source components from
other countries, executives said.

Moscow’s decision to deregister the
western-owned aircraft has compli-
cated their future. Under western reg-
ulations, each aircraft has a servicing
guide that details every modification
madeand needstobe keptuptodate.

“There is a difference between
whether the aircraft can still fly oK
and whether it meets international
safety standards,” a leasing executive
added.

FTSE 250, where [urthe'}urdyezr run-
ning only 47 women hold executive
directorships.

Women account for almost 40 per
cent of directors on FTSE 100 boards
and 39 per cent among smaller compa-
nies on the FTSE 250, in line with the
‘Women Leaders Review targets.

Last week, the government extended
the review, previously known as the
Hampton Alexander Review, to include
some of the largest private companies.

While targets are being reached onan
average basis in the FTSE 100, some
individual companies are falling short.
The report found 10 in the FTSE 100
with 30 per cent or less female represen-
tation in their boardrooms.

HSBC's days as the embodiment of globalisation are over

BAIN & COMPANY (3

s a financial expression of
globalisation, the Hong-
kong and Shanghai Bank-
ing Corporation has had a
history stretching back to
its founding by a Scot in 1865. As
recently as seven years ago, the core of

its model — financing China's business
activities with the world — looked
smarter than ever.

when it emerged that Ping An had told
'HSBC management they should pursue
a break-up. HSBC has largely sat on its
hands in the interim, fuelling frustra-
tionat Ping An.

“The global finance model that once
dominated and shaped the global finan-
cial industry in the last century is no
longer competitive,” Huang said. “Just
divesting a few small markets or busi-
nesses” would not be enough to address
the challenges. He urged the bank to
“adopt an open attitude by studying the
relevant suggestions carefully and pru-
dently . . . rather than attempting to
slmply bypass and reject them”.

why the outburst? In part, it reflects
irritation with HSBC's relatively weak
performance and its perceived slowness
inaddressingit. Ithaslong been anines-
capable fact that

regulator of a former colonial power
should have dictated such a policy was
anathema in the region.

Adding to all of the above are the geo-
political tensions.

A flashpoint for Beijing occurred in
2018, when the bank provided informa-
tion to US prosecutors on Huawei’s chief
financial officer, Meng Wanzhou, who
was arrested in 2018. UK and US politi-
cians, conversely, were highly critical of
HSBC executives who expressed sup-
port for Hong Kong’s national security
law. Then there isthe role of Ping An. Its
roots in the 1980s lie in state-owned
companies and its dominant investor is
the Chearavanont family, which has
long been close to the Chinese Commu-
nistparty.

Where does HSBC go from here? The
bank is wisely beginning to prepare for
the next generation of leadership. But

Remember The Plough at Cadsden?  the group’s profita- The model ‘that once the surprise appointment of a new Lon-
That’s the pub where then UK prime  bility outside Hong . don-based finance director as part of
minister David Cameron supped ale Kong, greater dominated and ShaPEd IR @ e meem planning
with Xi Jinping, a couple of days after  China, and Asia global financial indu stry peeved Ping An, which has been press-
the Chinese president had told British more broadlyisa _ . ing for more senior staff to move to
parliamentariansthatthe UK andChina ~ drag. The region 11l the last century is HongKong.
had formed an mmrdepemlent com-  generates close to o lOl‘lgﬁF competil:ivc’ The pace of cost-cutting and divest- R EC E S S I 0 N
munity of entwined interests”. 70 per cent of ments of units that do not mesh well

Today those interests are rapldly group profits. with the Asian franchise (Canada is on

ining. Xi is turning i The tipping point in the relationship theblock) hasbeen slow.

authoritarian at home and hostile to the
west. And HSBC’s model isgratingly out
of kilter in a generally fracturing world.
Tensions between Hong Kong and Lon-
don —HSBC’stwinb

between HSBC and its biggest share-
holder was the cessation of dividend
payments in 2020, when UK regulators
banned banks from making share-
holder distributi iven fears over the

Lastweekarowbetween. HSBCandns
largest shareholder, Chinese insurance
group Ping An, spilled into the public
arena after Michael Huang, chair of the
insurer’s asset management unit, said
the bank should break itself up and be
“far more aggressive” in its cost-cutting.

The dust-up, brewing in private for
several years, according to people close
to the bank, came to light in the spring

lmpact of the pandemic on the financial

ngAnlLael.f with an HSBC stake of
close to 9 per cent, would normally
expect to generate close to $1bn a year
from the bank’s dividend payout. But
the bank also alienated its customers in

An obvious step would be to spin off
the group’s already ringfenced UK busi-
ness. Ping An reckons freeing the Asian
business from the shackles of the rest of
the world could bolster HSBC's value by
a quarter and release $8bn of capital,
because regulators would require fewer
buffers as it would be no longer “globally

ic”.

It is time for HSBC to accept the
uncomfortable conclusion of its biggest
shareholder: its days as the banking

Hong Kong, many of them small inves- embodiment of globalisation are over.
tors who rely on the bank’s dividends for
retirement income. The notion that the patrick.jenkins@ft.com

* FINANCIAL TIMES

STRATEGIES
WON'T WORK

Find out what will
Bain.com/Recession

Tuesday 8 November 2022

COMPANIES & MARKETS

Funds press Paris to lift EDF offer

Minority shareholders ask
regulator to challenge
value of nationalisation bid

SARAH WHITE — PARIS

Several US funds are pushing the French
state to raise its €10bn buyout offer to
minority shareholders of energy utility
EDF and asking France’s market regula-
tor to recommend a price bump, adding
to pressure from investors unhappy
withthe terms of the nationalisation.

The French government is moving to
buy out the 16 per cent it does not
already own in EDF, as the group grap-
ples with production outages at its
French nuclear reactors and soaring
wholesale power prices in Europe, and
gears up to build costly new plants.

The processreversesa 2005 privatisa-
tion and subsequent fall in the power
group’s stock price since it was listed at

€32 ashare, leading to oppositionto the
€12 ashare buyout price from investors,
suchas employee shareholders.

Us funds holding several hundred
million euros worth of EDF shares,
which include hedge fund TIG Advisors,
have now called on France’s Autorité
des Marchés Financiers (AMF) to chal-
lenge the offer price and recommended
it be raised to €15.80 per share, accord-
ing to a November 3 letter sent by law-
yer Sophie Vermeille and seen by the
Financial Times.

The funds have argued that disclo-
sures over the impact of government
decisions in recent years on EDF’s
finances were insufficient and not taken
into account by an independent consul-
tancy hired by the utility to review the
offer. They have also called for some
changes to the terms of the tender and

or from the necessary information to
come to an informed opinion about the
financial conditions, [the AMF] would
‘be sending an extremely negative signal
about Paris as a financial centre,” Ver-
meille wrote.

The AMF is due to rubber-stamp or
raise objections to the bid, in a decision
that could be made public today accord-
ing to the tender offer filings. The AMF,
EDF and France’s economy ministry
declined to comment.

oOnce the offer is launched, the gov-
ernment needs to reach a 90 per cent
acceptance threshold from its 84 per
cent holding before it is able to squeeze
out the rest of the minority sharehold-
ers. EDF shares are hovering just under
the €12 offer price level, after sliding
closeto all-time lows at €5.8 in March.

The state’s €9.7bn buyout offer

howbids arecollected. includes a bid for EDF’s convertible
“By not allowing minority d- bonds. Thebid das53percent
ersa chance to benefit from a fair price ~ premium to thy pany’s closi ice  chairof!

before the nationalisation was
announced in July.

EDF, which last week cut its produc-
tion forecast for the fourth time this
'year owing to reactor outages and main-
tenance programmes, was also hit in
January when the French government
made it absorb the cost for its bid to cap
Tises in consumers’ power bills at 4 per
centin2022.

Vermeille told the FT the funds were
not looki derail the nationalisati

but pushing for more transparency
around the process.

hold, Teo call

ing for the price to be raised to at least
€15 per share, such as employees who
invested in the shares and own collec-
tively about 1.5 per cent of EDF’s capital.
“Minority shareholders are being
forced to sell at the worst time in EDF’s
history,” said Martine Faure, a repre-
sentative of the CFE-CGC union and
investor funds.

Technology. Sanctions

China designers
tailor chips to
dodge US curbs

Alibaba and Biren processing
speeds cut after Washington

vocal. The group has raised Rmbsbn
($695mn) from investors, including
Hillhouse, lemg Venture Partners
and China and funds, to cre-

throws spanner into works

QIANER LIU — HONG KONG:
RYAN MCMORROW AND NIAN LIU

BELING

KATHRIN HILLE — TAIPEI

Alibaba and start-up Biren Technology
are tweaking their most advanced chip
designs to reduce processing speeds and
avoid US—i.mposed sanctions aimed at

ing power.
A].lbaba Birenand ol.her China design
houses have spent years and millions nf

ate a processor it claims outperforms
GPUs from Nvidia and AMD.

“You have to be low-key,” said a
Shanghai-based founder of a rival fab-
less start-up. “They’ve done too much
PR and their specs are out there in black
and white. Now it’s difficult for TSMC to
help them find a way out.”

Three China engineers at design
groups working with TSMC said it was
hard for the Taiwan group or any fab to
accurately judge a processor’s power.
TSMC had begun to ask China clients to

blueprints for ad
Pprocessors to power the country’s next
generation of supercomputers, Al algo-
rithms, and data centres. They are made
offshore by Taiwan Semiconductor
Manufacturmg. the hlggest oontract
But
by Washmgton last month that cap

1f-report chips’ output and sign dis-
claimers. A person close to TSMC said
Biren’s presentations on processors had
forced the chipmaker to halt supplies
because the chips’ performance proba-
bly met the specifications banned by the
US curbs. “Unless they can prove they
are OK nnder the exporl contmls, we

power of any
shlpped to China without a licence have
throwna spanner into the works.

Both Alibaba and Biren had con-
ducted expensive testruns of their chips
at TSMC when Washington unveiled the
controls. The rules have forced them to
halt further production and make

will not b

Chinese engineers sa.ld ﬁgurmg out
what was compliant was complicated
because of Washington’s unclear rules
for i bidirectional transfer
rate. The export controls cap chips at
below 600 gigabytes per second.

“There are several waysin which [this

changes to their designs, to
six people briefed on the situation.
They mark another blow for Alibaba,

founded by Jack Ma. Its shares have lost
80 per cent of their value since Beijing
cancelled sister Ant’s IPO two years ago.
The group’s new chip was to be its first
graphics processing unit and was close
to being unveiled, according to three

‘Too much PR and their
specs are out there. Now
it’s difficult for TSMC to
help them find a way out’

transfer rate] can be calculated,” said an

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc= FTA%2F2022%2F11%2F08&ts 20221107203207&uq=20220804103507
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China factory
havocleads to
iPhone delays

Demand for the iPhone 14 and
Pro Max remains strong but Apple
says it expects lower shipments

so that customer waiting times
will lengthen —wutsoeps EFE/shuttersiock

Apple has warned that shipments of its
newest high-end iPhones will be
delayed after China’s zero-Covid
lockdowns caused havoc at a factory
run by main supplier Foxconn.

The group made a rare

about iPhone delay
Sunday, little more than a week after it
warned of “significant” headwinds to
revenue growth due to the impactof a
strong dollar and supply constraints for
its high-end models.

Apple said demand for the iPhone 14
Pro and Pro Max models, whose
popularity helped to drive iPhone
revenue up 10 per cent last quarter,
remained strong, but “we now expect

All pages from Financial Times (Asia), Tuesday, November 8, 2022

coronavirus outbreak and being locked
down in deteriorating living conditions.
A 37-year-old worker surnamed He
said the staff shortages at the
Zhengzhou plant were increasing. His

‘warehouse, usually staffed with 200
people, had 90 employees left last week
and only 65 people by yesterday.

“A lot of my colleagues were taken
into quarantine,” said He, who has
taken to sleeping on a board in the
‘warehouse for fear of being infected in
crowded dormitory rooms. “Everyone
is nervous that they’ll turn positive.”

Another worker said his assembly
line of 20 people had been reduced to
three yesterday, after colleaguesleft

Carolina Milanesi, analyst at
Creative Strategies, said: “The
restrictions on the factory are
impacting what was already a
reduced production and limiting
supply of the two iPhones in higher
demand.”

Foxconn separately announced on
Sunday that it would “revise down™
its outlook for the fourth quarter
due to the lockdown in Zhengzhou.
1t was working with authorities to
“stamp out the pandemic and
resume production to its full
capacity as quickly as possible”.

The manufacturing group has
been rushing to shift production to
its other Chinese plants, hut the
Zhengzhou plant is resp for

pecpleclosetothe matter.
The US controls extend to third-coun-
try chi Imost all semi-

conductor fabrication plants use US
parts or software, meaning the rules
may amount to an embargo on all high-
end processors entering China. Wash-
ington earlier restricted such imports
from Nvidiaand AMD. China’s domes-
tic plants are possibly decades away
from producing cutting-edge chips such
asthose designed by Alibaba and Biren.

“Attempting to freeze a country in
place for a technological level of hard-
‘wareis abigdeal,” said Paul Triolo, head
of tech policy at ASG. “That is what the
Usistryingto doby restricting salesand
closing off the manufacturing road map
to get to these advanced levels of hard-
‘ware.” He said high-end processorswere
the bui]ding blocks for research into

ing and AL “If C¢
dﬂesn tglve outlicences, then China has
areal problem.”

Kevin Wolf, an expert on export con-
trolsat Akin Gump, said the US Depart-
ment of Commerce was unlikely to
grant such licences. “This part of the
rule states that such applications will be
‘presumptively denied’” he said.

China’s chip design sector is quickly
catching up with US rivals, helped by
state funding and venture capitalists.
Biren is among the most advanced and

80 per cent 0[ its iPhone 14
production capacity, according to
analysts at research group
‘Counterpoint. Last week, Foxconn
quadrupled daily worker bonuses as
it tried to lure employees back to

d lines.

lower . . . shipments than we and others tested positive for
e - and g S
will experience longer wait times to quarantines.
receive their new products”. Analysts have warned of worsening
The iPhone powers about half of disruptions heading into winter after
Apple sales, and the December quarter | more than three-quarters of large
is typically its most lucrative. Although | Chinese cities reported new
Apple has repeatedly said Covid-19 coronavirus cases in October.
constraints have caused supply issues The supply constrais 11d further
costing it billions of dollars, it has not hamper year-on-year revenue growth
issued such a warning outside of for the December quarter, after Apple
«alls since February 2020. ‘warned last month that revenues
The delays come as the situation ‘would “decelerate” from 8 per cent
worsens in the largest iPhone factory, growth during the September quarter.
which Apple said was “operating at Shares in Foxconn fell 0.5 per cent
significantly reduced capacity”. ‘yesterday. Apple shares have fallen
The 200,000-person complex in $800bn this year to a $2.2tn market
central China, owned by Foxconn, has capitalisation — still the highest among
seen a worker exodus to escape a America’s tech groups.

On Saturday, Beijing quashed
market rumours that it was
considering easing China’s zero-
Covid curbs, which had led toa
surge in the price of China stocks in
Hong Kong last week. Patrick McGee,
Tabby Kinder, Ryan McMorrow and
Nian Liu; additional reporting by
Gloria Li and Edward White
Seelex

‘ Taiwan, S Korea and China
leave US and Europe behind
Chips manufacturing market share (%)

19%0 2020
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Sources: Credlt Sulsse; VLS| Research; SEMI 02
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engineer at Biren who asked not to be
named. The company had begun to
tweak its designs to reduce processor
speedsin the hope of getting them man-
ufactured by TSMC, the person said.

Archived versions of Biren’s website
from before the US imposed sanctions
show specifications for its first proces-
sor, the BR100, that would give it a
transfer rate of 640 GB/s, exceeding the
US limits. Now Biren's site shows slower
specs for the BR100 of 576GB/s, accord-
ing to calculations from Bernstein.

Dylan Patel, chief analyst at SemiA-
nalysis, who first noticed Biren’s change
of specs, said the group was attempting
toslow down its processors by disabling
part of the chip. “They are not changing
the chip design, soit’s like saying ‘pinky
promise we won’t re-enable it later on’
and it’s unclear if the [US] government
will accept that.”

Biren celebrated the unveiling of its

hip line in August witha pi
ference attended by Shanghai's top offi-
cials. But its website has deleted one
photo from the event: founder Mike
Hong posing in front of the chip’s specs.

People briefed on the situation at Ali-
baba’s T-Head chips unit said the team
was studying how to modify its 5-na-
nometer processor designed for AL
Changes being contemplated could
require another production test run at
TSMC, which would mean a months-
long delay and could cost $10mn.

The unit’s fear was turning into Hisili-
con, the chip design unit of Huawei,
which has been shattered by US-im-
posed sanctions, said one of the people.
“Many of T-head’s core team members.
are from Hisilicon, so it's like a night-
mare all over again,” the person said.
“Internally, we've all agreed we will do
anything to remain compliant .. . At
least then we can still operate.”

Biren did not respond to a request for
comment.

A spokesperson for T-head said:
“T-Head core productsare solely for Ali-
baba Group’s proprietary use and com-
pliant with all relevant regulations.”

TSMC declined to comment.

Waning jabs demand takes toll on BioNTech

ABBY WALLACE

Covid-19 vaccine maker BioNTech has
reported sharp falls in revenue and
profits compared with last year amid
waningdemand for jabs.

currency movements had allowed it to
narrow the range for this year.

Ugur Sahin, chief executive and co-
founder of BioNTech, said the company
had allowed people to access a vaccine
adapted to the BA.4/BA.5 variants at

The German biotech pany yester-
day reported revenues of €3.5bn for the
three months to September 30, down
from around €6.1bn for the same period
last year. Net profit fell from €3.2bn in
the third quarter of 2021 to about
€1.8bn.

The group also updated its forecast
for vaccine revenues for 2022, from pre-
vious guidance of between €13bn and
€17bn to a narrower range of €16bn- to
€17bn. Last year it made €19bn in vac-
cinerevenues.

Itsaid i d fits Omi-

doses to its 2022 order book, but some
deliveries would be delayed to early
2023 as aresultof supply shortages.
BioNTech said it was expanding its
research in infectious diseases and
oncology, with up to 10 clinical trial

dspeed”. updates expected in 2023.
He added that the company was The company was alsu hit by addi-
ntfromthe tional d with inven-

workingto apply

development of Omicron-adapted
vaccines to other disease areas and
product candidates.

BioNTech said shipment of its
Omicron bivalent boosters began early
in September and that about 300mn
doses of the original Omicron vaccine
and of the adapted bivalent vaccine,
which has now been approved in more
than 45 countries or regions, had been

cron adapted bivalent vaccine boosters
and the positive impact of foreign

Tuesday 8 November 2022

Chief strategy ofﬁc.er Ryan Richard-
son said the company had added 2.1bn

‘tory write-offs, production costs linked
‘to contracts with manufacturers, and an
increase in employees. Diluted earnings
per share fell to €6.98 in the third quar-
‘ter, down from €12.35 in the third quar-
terof2021.

The largest Covid-19 vaccine manu-
facturers are looking to expand into
other areas as demand from the pan-
demic starts to slow. BioNTech said the
market for Covid-19 vaccines would
depend on how often further variants
appeared and how severe they were.

Shell in Brazil move for 3.2bn litres of ethanol

EMIKO TERAZONO — LONDON

Shell is making a push into more sus-
tainable sources of biofuels with a deal
to buy ethanol made from sugarcane
waste from its Brazilian joint venture
Raizen.

Ethanol, which emits far less green-
house gas than fossil fuels, is blended
with diesel or petrol and used to power

Brazilian sugar and energy conglomer-
ate Cosan. Raizen will invest $1.5bn in
five new plants, the first of which will
start production in 2025.

In 2021, biofuels represented 3.6 per
cent of transport energy demand,
mainly for road transport, according to
the International Energy Agency.
Although the amounts remain small,
analysts Pprojecta greater mle for bmfuf

enjoys record profits this year on surg-
ing oil and gas prices.

The group, which aims to cut output.
of traditional fuels 55 per cent by 2030
and provide more low-carbon fuels such
as biofuels and hydrogen, bought9.1bn
Ilitres of biofuels last year to blend with
other fuels.

It has a smaller second-generation
biofuels pmchasmgdeal with Swiss spe-

vehicles in several countries i
Brazil, where most cars can use the fuel.

Second-generation biofuels made
from waste and non-edible crops have
long been touted as a replacement for
that from corn and sugar, but have been
slow to take off because of high produc-
tion costs.

Shell said it would buy 3.25bn litres of
ethanol made from sugarcane waste
under along-term agreement with Rai-
zen, its venture launched in 2011 with

* FINANCIAL TIMES

sions from cars, or asa IJ'II'JSlIJDl‘la.l fuel
insome: cmulmesahead of EV:dopuon

TheIEAisft
of 86bn litres of biofuels by 2026, up 28
per cent from currentlevels.

Andrew Smith at Shell Trading and
Supply said combining Raizen’s sugar-
cane waste tech with the group’s distri-
bution network and customer relation-
ships would help meet growing demand.

The announcement comes as Shell

ciality ch s business Clariant’s
Romanian plant and is building an
820,000-tonnes-a-year biofuels facility
in Rotterdam to produce sustainable
aviation fuel and renewable diesel made
from waste.

The biofuels push has alarmed cam-
paigners, who say demand for cropsthat
can be used for energy has accelerated

ion, and note that: i
of food crops for energy has come at a
time of surging food prices.
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US accounting industry divided
over taking private equity cash

Marcum, BDO and Grant Thornton are among those exploring deals as new capital fuels M&A

STEPHEN FOLEY — NEW YORK.

Several of the largest US accounting
firms have explored the possibility of
taking private equity cash in recent
months, as money from buyout funds
adds fuel to a mergers and acquisitions
boom across the industry.

BDO and Grant Thornton are among
those to have considered a deal with pri-
vate equity, and while neither immedi-
ately decided to take an investment,
bankers and executives expect a
number of smaller firms to do so, and
use the cash to swoop onrivals.

Private equity has been drawn to the
fragmented US accounting industry for
its relatively stable cash flows and con-
solidation prospects, but selling some or
all of the business to the so-called bar-
barians at the gate has split a sector

inated by traditional

“We've been partnerships for a long
time. Part of those partners’ desire
to be here is they are business owners,”
said Eric Miles, chief executive of Moss
Adams, a firm based in Seattle,
who has talked to private equity but

3
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Healthcare

Walgreens
affiliate in
$9bn deal for
medical care
provider

ORTENCA ALIAJ, ANTOINE GARA AND
JAMES FONTANELLA-KHAN — NEW YORK

VillageMD, an affiliate of Walgreens
Boots Alliance, has agreed to acquire
physicians’ group and urgent care pro-
vider Summit Health in a deal valued at
almost $9bn, adding to a wave of con-
solidation in the US healthcare sector.

The deal, which includes debt, will com-
bine VillageMD with the operator of Cit-
yMD, whose urgent care centres are
found throughout the north-east US.
The entity will have more than 680 pro-
vider locations, the two groups said.

Walgreenshas agreed toinvest $3.5bn
as part of the transaction through a mix
of debt and equity, and will remain Vil-
lageMD’s largest shareholder with a 53
per cent stake in the business. Ever-
north, a subsidiary of health insurance
company Cigna, has invested an undis-
closed amount and will be a minority
ownerin VillageMD.

News of the deal comes months after
‘Walgreens was forced to abandon its
planned sale of the Boots pharmacy
chain in the UK after struggling to draw

https://digital.olivesoftware. com/ol|ve/odn/ftaS|a/pr|ntpages aspx’7doc FTA%2F2022%2F11%2F08&ts 20221107203207&uq 20220804103507
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decided to watch from the sidelines. “If
private equity is right for the industry,
what do you lose by waiting to see if
that’s true?”

EisnerAmper, a top 20 accounting
firm by revenue, electrified the sector
by selling a majority stake to Tower-
Brook Capital last year and using cash
from the deal for an acquisition spree.
Three more firms, Citrin Cooperman,
Schellman and Cherry Bekaert, have
followed suit with stake sales to other
private equity groups.

Marcum, the 15th largest by revenue,
isin talks about doing a deal, according
to sources familiar with the situation,
even as rising interest rates complicate
private equity financing arrangements
and pricenegotiations in the short term.

Jeffrey Weiner, Marcum chief execu-
tive, declined tocomment.

Until recently, accounting executives
had largely assumed private equity
would not make a foray into the sector,
since US regulators say auditors cannot
be owned by non-accountants. Eisner-
Amper kept a partnership structure for
its audit work but sold TowerBrook a
majority stakeina company made up of
its tax and consulting services to over-
come such challenges.

The structure is different to EY’s plan.
to spin off its consulting division as an
entirely separate company and list it on
the stock market next year. Partners on
the audit side of the business, which will
retain a partnership structure, stand to
receive cash payments of up to four
times their annual earnings. The con-
sulting division will not be able to use
the EY brand.

In the mid-market deals, audit and
consulting retain a tight relationship.
Charly Weinstein, chief executive of
Eisner Amper, said it took almost a dec-
ade of conversations with private equity
to orchestrate a deal, but the model
means profits can be more easily rein-
vested in the business than in a partner-
ship, where earnings are typically dis-
tributed to partners in full each year.

“We saw the opportunity to recapital-
ise the firm,” he said, calling
EisnerAmper a “platform company” for
rolling up a fragmented industry. “Prior
to the TowerBrook transaction, we
averaged one M&A transaction a year.

Private equity
has been drawn
tothe
fragmented

US accounting
industry for its
relatively stable
cash flows and
consolidation
prospects

FT montage/Cattylmages

In the last 13 months, we have done nine
transactions and we have a pipeline of
very good firms that are considering
joiningus.”

‘Wayne Berson, US chief executive of
BDO, said he had given private equity
bidders a hearing after years of turning
down talks. Private-equity-funded
rivals had become more aggressive bid-
ders on acquisitions that he wanted to
do, he said. “We need to know what the
competition is doing, but it’s not some-
thing we are entertaining today. We are
along way from being convinced it’s the
way to go for us. It’s got to be good for
our partners, and the jury is still out on
how regulators will react, given the need
for auditor independence. Small firms
may find it easier todoa deal.”

BDO is one of only two accounting

Below the Big Four
Largest US accounting firms by annual revenue ($bn)

]
RSM US

1 2 3

firms outside the Big Four of EY, PWC,
KPMG and Deloitte that audits compa-
nies in the S&P 500. The other,
Grant Thornton, also had talks with pri-
vate equity earlier this year about sell-
ing a stake in its non-audit business to
raise investment funds, according to
sources familiar with the mooted deal.
Ultimately, partners decided against
proceeding.

A Grant Thornton spokesman
declined to comment.

This year is shapingup as the busiest
in memory for M&A activity among
mid-market US accounting firms. With
surging labour and technology costs,
businesses are seeking benefits of scale,
and bulking out their consultingarms to
offera wider range of services to clients.

“Accounting firms, starting with the
Big Four, have gradually evolved
to not only be your audit provider, your
tax provider, but also to be your busi-
ness expert,” said Andrew Nicholas,

ional servi at William

USA

BDO
Grant Tlnlr&mn
Baker Tl

Cbiz
Crowe

loss Adams
Plante Moran
CohnReznick

Dixon Hughes

larcum

Goodman
EisnerAmper

Armanino

Carr, Riggs &
Cimn o

Ingram

“Rithim

Fiscal year ending 2021
Source: Accounting Today

Blair. “Now smaller and midsize busi-
nesses also prefer to have a single ven-
dorrelationship.”

By the beginning of September, ana-
lysts at William Blair had counted 64
acquisitions in the accounting sector,
putting this year on pace to eclipse the
previousrecord in 2019 by about a fifth.

“Three words: off the chart,” said
Allan Koltin, a Chicago-based consult-
ant who is the most prolific deal adviser
to mid-market accounting firms. “A
couple of months ago it was the calm
before the storm. And the storm has

Selling
some or
all of the
business
to the
so-called
barbarians
at the gate
has split
the sector

arrived.” Even firms that have not taken
private equity money are stepping up

e

“We have done 18 deals in the last four
‘years without private equity money,”
said Alan Whitman, chief executive of
Baker Tilly. “There are two things that
scale brings you — i capital,

interest from buyers, a move it blamed
onmarketconditions.

Warburg Pincus, a New York-based
private equity group, acquired CityMD
in 2017 at a $600mn valuation, which
included debt and the rollover of physi-
cian equity interests. Warburg later
merged CityMD with Summit Health, a
network of medical practices with more
than 370 locations in New Jersey, New
York, Connecticut, Pennsylvania and
Oregon, according toits website.

The deal will rank the Berkeley
Heights, New Jersey-based business
among Warburg’s most successful

top
iar with the matter. Warburg is set to
make a multibillion-dollar profit from
the $500mn in equity it invested,
according to calculations from the
Financial Times.

About 1,000 physicians and doctors.
who own nearly half of Summit Health's
equity will also see a large financial
return, according to people familiar
witht]

or great minds, and financial capital —
and smaller organisations in the USand
overseas are realising that to stay rele-
vant and competitive takes significant
investment.”

Baker Tilly was able to persuade its
partners to fund a war chest for deals,
‘Whitman said, after a 35 per cent rise in
profits in the last financial year, when
clients turned to accounting and con-
sulting firms to help them through the
pandemic.

Jerome Grisko, chief executive of
CBiz, the only listed US accounting serv-
ices business, told investors last month
that competition for deals meant prices
for accountingfirms had “ticked up alit-
tle” butcontinued to be good value.

CBiz has spent $95.8mn on acquisi-
tions so far this year, already eclipsing
thefull-year record of $88.8mn of 2020.

William Blair’s Nicholas projected
that the deal wave would continue,
despite headwinds from rising
interest rates and economic uncer-
tainty. “There’s a chicken-and-egg
situation here, where the industry
is consolidating so then there’s a com-
petitive dynamic to try to keep
up,” he said. “And that leads to more
consolidation.”

Medical employees and management
in CityMD, Summit and nearly 40 other
practices that Warburg acquired during
its investment held on to their equity
interests through the mergers, which
will give them a significant stake in the
VillageMD-Summit combination.

Healthcare providers have drawn
great interest since the coronavirus pan-
demic. In August, Amazon agreed to pay
$3.9bn for OneMedical, which offers
patients a subscription-based model
where they can pay a monthly fee to
have access to doctors. That deal was
followed by CVS Health's acquisition of
Signify Health for about $8bn.

Other private equity groups have also
become investors in healthcare compa-
nies. Blackstone acquired hospital staff-
ing supplier Team Health in 2016 and
two years later, KKR bought physician
services and emergency room operator
Envision Healthcare for $9.9bn.

Warburg Pincus is one of the most
active private equity investors in the
healthcare sector, having invested over
$14bn in such companies, including on
demand healthcare provider Alignment
Healthcare and veterinarian practice
BondVet.
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Shipping

Property

Maersk demands affordable green methanol

OLIVER TELLING — LONDON
BARNEY JOPSON — MADRID

The oil industry is holding back a clean
energy transition in global supply
chains, the head of decarbonisation at
AP Moller-Maersk has warned, as he
called for the shipping group’s suppli-
ersto offer more affordable green fuel.

Morten Bo Christiansen said Maersk
risked not having the green methanol
supplies it needs to fuel zero carbon
ships, as the Danish group signed an
agreement with the Spanish govern-
ment to explore clean energy produc-
tioninthecountry.

“Today, we buy our fuel from the oil
companies. But they have not offered us
any green methanol at a price point we
can accept,” he pointed out.

“You would have ted that your

commitments toclean up, with Maersk.
declaring its ambition to achieve net
zero emissions by 2040.

But Christiansen said the group would
need about 5mn tonnes of green metha-
nol per year by 2030 to hit its targets,
adding it may not secure this level of
supply unless production accelerates.

He was speaking as Maersk announ-
ced it had signed a “general protocol for

“You would have expected
your supplier would help
you find the new juice’

Morten Bo Christiansen

collaboration” with Madrid, through
which it will “explore the feasibility” of
1 roducti

current supplier would help you find the
new juice. But that has not been the case
sofar”

Shipping companies, which are
responsible for transporting most goods
between countries, have long been
among the world’s most polluting. In
recent months, several have announced

“We are cc?ncerned that we will not
see that supply in the market and thatis
why we have done this arrangement,”
said Christiansen. “We want to initiate
new projects that are not on the drawing
board today.”

Madrid said the project could eventu-
ally draw €10bn of investment. Maersk,

‘which has generated record profits due

to high freight rates during recent sup-

ply chain disruptions, is only investing

inresearch that will determine whether

a development is economically viable,
isti: said.

Nadia Calvifio, economy minister and
one of Spain’s deputy prime ministers,
hailed the move as “a very good symbel”
of investor interest in Spain.

“We are in a very attractive position,
due obviously to our geographical loca-
tion for the maritime transportation
sector, with top quality infrastructure,”
shesaid.

In recent months, the country has
pitched itself as a potential new energy
hub for Europe, after the fallout from
the Ukraine war disrupted supplies of
Russian gas.

Analysts say a number of energy
sources could emerge as fossil fuel alter-
natives for the shipping sector, includ-
ing ammonia and methanol produced
using renewable energy or biomass.

But Christiansen said Maersk did not
expect green ammonia to be scalable
until the end of the decade, adding that
itstoxicity posed a safety risk.

Creditor Oaktree sells seized Evergrande plot

CHAN HO-HIM AND WILLIAM LANGLEY
HONG KONG

TABBY KINDER — SAN FRANCISCO
THOMAS HALE — SHANGHAI

Oaktree Capital has sold a vast plot of
land seized from Evergrande in Hong
Kong that was intended for the cons-
truction of a Versailles-inspired man-
sion, forcing the indebted Chinese pro-
perty developer to take a $770mn loss
on one of its most signifi assets.

‘was one of the most high-profile plays
made by offshore creditors to claim the
developer’s assets.

Oaktree declined to comment. Ever-
grande did not immediately reply to a
request for comment.

China’s property sector has struggled
with a liquidity crisis in the past year,
with a wave of such ies default-

acrisis that began after many of them
ran out of cash following tighter govern-
ment restrictions on leverage in 2021.
Evergrande has about $300bn of lia-
bilities, about $20bn of which are held
by offshore bondholders. The developer
did not provide a restructuring plan
after missing a July deadline for one this

ing. The Evergrande sale is one of the

Evergrande said receivers of the plot,
codenamed Project Castle because the
developer’s chair had intended to build
his own mansion there, sold it for about
$637mn to repay debts connected to the
Pproject, according to a filing to the Hong
Kong stock exchange. The land was
taken over by Oaktree in January.

The distressed debt investor had
appointed a receiver to seize control of
the 2.2mn sq ft plot after Evergrande
defaulted on aloan against which ithad
security. A person familiar with the
matter said Oaktree had recouped its
investment plusinterest.

The seizure by Oaktree, which has
also taken control of an Evergrande plot
called Project Venice near Shanghai,

* FINANCIAL TIMES

dicati f the losses Chinese
property developers are exposed to as
they rush to sell assets to meetdebts.
The real estate companies have often
struggled to sell their assets, prolonging

earliest i

ighlights the scale of losses
Chinese developers are exposed to

year. Creditors h d Evergrande’s
assets as they push for repayments.

Last week, Evergrande chair Hui Ka
Yan lost his luxury mansion in the
exclusive Peak neighbourhood in Hong
Kong after it was taken over by state-
oowned China Construction Bank (Asia).

Evergrande’s Hong Kong headquar-
ters in Wan Chai was seized in Septem-
ber by lenders led by China Citic Bank
International, the Hong Kong subsidi-
ary of the state-owned bank. The build-
ing was pledged in exchange for aloan of
HK$7.6bn (US$968mn), with restruc-
turing company Alvarez & Marsal
appointed asthereceiver.

A source close to the sale said the
building had attracted interest from
‘more than 30 prospective buyers.
Additional reporting by Cheng Leng in
Hong Kong

Tuesday 8 November 2022
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Fixed income. High-yield credit

Fund manager stars hunt for
corporate debt bargains
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US hits back
over claims
of gas crisis
profiteering
in Europe

TOM WILSON — LONDON
JUSTIN JACOBS — HOUSTON

European energy groups have been the
real winners in the transatlantic trade
in liquefied natural gas, the US
government has said, pushing back
against criticism that North American
producers were profiteering as Europe
scrambles toreplace Russian gas.

A chasm between US and European
gas prices has delivered bumper profits
for companies buying American gas and
sellingit into Europe this year.

French president Emmanuel Macron

10/44



2022/11/8 20:12

N

All pages from
"

‘ European junk bond yields soar Defaults higher than last year

to investors in recent days to declare

He highlighted a number of “very
attractive” opportunities including

ival Corp andJjaguar Land Rover.

A BNP Paribas survey of investors
managing more than $380bn in total
hedge fund assets found that they
planned to increase allocations to credit
funds in all regions, with US funds being

Some industry insiders also argue
that while defaults — which are close to

Junk bonds have slid too far Buying
il i ities: that “bonds are back”.
i i Ice BofA euro high-yield index (%) but still well behind 2019-20 opportunities:
relative to the risk of default, o Number of global corporate defaults* Sir Michael !
. o i Hintze, Paul
- %0 s
say industry’s big names 8 —a0m2 250 Singer and
2021 200 Daniel Loeb are
LAURENCE FLETCHER v 2020 among traders
-
Big-name hedge funds are ing up @ 2019 150 hing for
bargains in junk bonds and other 5 undervalued
corners of the corporate debt market as 5 200 junk debt assets.
they bet a sell-off sparked by the 50 e = the most popular.
darkening global econemic outlook has 3 ’//';
gone too far. 2 47 T 0
Corporate debt has been hard hit this 2018 19 20 21 22 Jan Apr Jul Oct Dec

year by fears that steep increases in
borrowing costs will lead to a wave of
defaults at groups that have grown
accustomed to years of easy money.
Interest rates for risky borrowers have
soared.

But several managers, including
Third Point’s Daniel Loeb, Elliott
Management'’s Paul Singer and CQS’s
sir Michael Hintze, said parts of the
credit market have fallen too far relative
to the risks of default —and some are
starting to build up their holdings.

“We find the current opportunity set
in high-yield credit attractive,” wrote
billionaire trader Loeb in a recent letter
to investors, referring to companies
withlower credit ratings.

He has upped his bets on corporate
debt and plans to increase exposure as
volatility accelerates, even though he
does “not anticipate a quickrebound”.

Loeb added: “We are seeing some
of the most lucrative investing
opportunities in structured credit since
the Covid-19 crisis.”

Elliott, which recently warned that
the world could be heading for its worst
financial crisis since the second world
war, told investors that previously
absent opportunities in corporate debt

* Europe, North America and other markets where S&P publishes ratings
of St L

Ratings Research

and distressed investing are rapidly
increasing, according to investor
documents seen by the Financial Times.

And Hintze, one of the most
experienced names in hedge fund credit
trading, said he had used recent falls in
debt prices to buy credit positions and
to cut his fund’s hedges against falling
pricesin the sector.

After large price falls across major

In Europe, high-yield funds have
suffered €12.7bn of net outflows this
‘year to late October, equal to more than
15 per cent of their assets, according to
JPMorgan data, while investment grade
fundslost €25.2bnin outflows.

Many of the redemptions have come
in passive ETFs, which track broad
indices of bonds and which have there-
fore had to sell a wide array of credits

i 1l out.

asset classes, “we esp favour the
opportunities in credit and structured
creditmarkets”, he wrote in a letter seen
by the FT.

Yields on junk debt, which rise as
prices fall, have soared from 2.8 per cent
at the start of 2022 to 7.8 per cent,
according to the Ice Data Services euro
high-yield index.

Naruhisa Nakagawa, founder of
hedge fund Caygan Capital, which is
betting on rising corporate bond prices,
said the recent widening of spreads, a
measure of the perceived risk of holding

en

Assets in the iShares iBoxx $ High
Yield Corporate Bond ETF, for instance,
have dropped by more than $10bnsince
the end of 2020, mostly as a result of
outflows.

overall, US high-yield ETFs suffered
$17.1bn of net outflows in the first nine
months of this year, according to data
grOUpETFGL

“Redemptions are leading to forced
selling, which s leading to price declines
—it’s self-fulfilling,” said the head of one
European hedge fund that has been

corporate debt versus ultra low risk  picking up bonds recently. “It’s already gOil'lg toget

government bonds, “was hardly justi-

attractive and it’s probably going to get
evenmore attractive.”

fied by the fundamentals, so I think
h 1

kind of fe d

Lee Robi ’s Altana Wealth wrote

historical lows — are expected to rise,
they are unlikely to reach levels seen in
some previous crises.

In European high-yield, rating agency
S&P expects defaults to rise from
current levels of 1.4 per cent to 3 per
cent by mid next year, or 5 per centina
more pessimistic scenario, compared
with the 9 per cent reached in 2008.
Fitch expects2.5 per centnextyear.

And in the US, Fitch thinks defaults
will reach 2.5to 3.5 per cent by the end
of next year and 3 to 4 per cent in 2024.
This compares with a 21-year historical
average of 3.8 per cent and 5.2 per cent
during 2020s coronavirus pandemic.
S&P expects 3.5 per cent mid-next year.

“Markets are pricing in a 40 per cent
default rate in European high yield over
the next five years,” said Tatjana
Greil-Castro, co-head of public markets
at Muzinich &Co. “It’sall in the price.”

Financial Times (Asia), Tuesday, November 8, 2022

It's already Loeb wrote that, even if credit spreads
. rose above levels seen in 2011 or 2015,
attl‘é?CFlVﬁ investors buying the index would still
and it’s make money over a year because of the Our global
yields on offer and the effect of bond team gives you
probably pricesmoving back towards par. market-moving
“We do expect an increase in defaults news and views,
as the economy slows but not one that 24 hours a day
even mor? wouldjustify ds” hesaid.
attractive Additional reporting by Katie Martin

5310 15T MONTN [N “aouDIe SIANQara
was creating undeserved “superprofits”
for energy producers in the US and
Norway, which have both significantly
increased flows to Europe since Russia’s
invasion of Ukraine in February.

But Brad Crabtree, an assistant
secretary for the US department of
energy, said it was European off-takers
that were benefiting from the arbitrage
between US and European prices, not
US producers.

“What’s happening is the companies
that hold those long-term contracts
with US LNG producers, they're
marking that up and earning that
margin in the European market,” he
told the Financial Times. “It’snot the Us

‘The companies that hold
those long-term contracts
with US LNG producers,
they’re marking that up’

LNG company, it's basically European-
headquartered international oil
companiesand traders.”

The biggest European energy majors
and commodity traders, including BP,
Shell, Glencore and Vitol, all have
long-term offtake agreements with US
LNG producers.

BP reported earnings of $8.2bn last
week, noting “exceptional” profits from

Shell, which is the world’s biggest LNG

trader, has reported earnings of more
than $30bn in the first nine months of
the year, leaving it on course to smashits
annual profit record of $31bn set in
2008.
European spot LNG prices have
cooled in recent weeks to about $25 per
million British thermal units, having
reaching record highs of more than $70
per million Btu in the summer. That
compares with a domestic US price that
has ranged between $5 and $10 since
Russialaunched its assault on Ukraine.

Europe’s scramble for gas has
upended the global LNG trade, with the
Us and other big exporters diverting
shipments to the continent.

In March, US president Joe Biden
struck a deal with EU commission
president Ursula von der Leyen to boost
USgas shipments to Europe.

Cheniere Energy, the largest US LNG
exporter, said about 70 per cent of ship-
ments from its facilities in Texas and
Louisiana have gone to Europe com-
paredwith roughly 30 per cent last year.

South Africa’s Gold Fields refuses to
raise bid for Canadian miner Yamana

HARRY DEMPSEY

Gold Fields has decided not to increase
its takeover bid for Yamana Gold after
a surprise joint bid by a pair of rival
miners.

South Africa-based Gold Fields said
yesterday it decided not to change its
original all-stock offer because of a
“commitment to capital discipline™.

On Friday, precious metals mining
groups Pan American and Agnico Eagle
unveiled a rival stock and cash deal
worth $4.8bn to split Yamana’s assets in
Latin America and Canada between
them, trumping the bid made by Gold
Fieldsat the end of May.

The initial all-stock offer by Gold
Fields initially valued Canada’s Yamana
at $6.7bn buta drop in Gold Fields' share
price driven by investor disappoint-
ment at the deal and softer gold prices
brought the value of the offer down to
approximately $4bnas of last week.

The fragmented gold sector, which
has areputation for overspending, poor
capital discipline and excessive execu-
tive pay in North America, has been
undergoing consolidation in recent
years.

Tuesday 8 November 2022

Alack of spending on exploration and
new projects mean many gold miners
are turning to acquisitions to grow
future production.

Toronto-based Yamana owns a
portfolio of five producing precious
metals mines located across Canada,
Brazil, Chile and Argentina that gener-
ated 884,793 ouncesof gold last year.

The takeover battle comes as gold
mining companies struggle to deal with
sharply rising costs for inputs such as
fuel, cyanide and explosives at a time of

L e -
Gold mining groups are struggling to
deal with sharply rising costs

‘weaker revenues. Gold prices have slid
18 per cent to $1,680 a troy ounce since
peaking at an all-time high above
$2,000 in March on rising interest rates
and a strong dollar.

The merger of Gold Fields and
‘Yamana would have created the fourth-
largest gold mining company in the
‘world but Gold Fields came under fire
from its shareholders who viewed the
deal as expensiveand dilutive.

Gold Fields shares, down 0.5 per cent
in trading in Johannesburg yesterday,
have fallen nearly 12 per cent this year.
Yamana's Toronto-listed stock has risen
27 per cent thisyear.

Chris Griffith, chief executive of Gold
Fields, said: “The board was unanimous
inits decision not to offer to change the
‘terms of the transaction as we continue
to believe our transaction is strategi-
cally and financially superior.”

‘Yamana's board said on Friday that
the offer from Pan American and
Agnico Eagle was a “superior proposal”.

Yamana shareholders will meet to
vote on the Gold Fields offer on
November 21, which could result in the
Canadian miner paying out $300mn for
pulling out of the deal.

Wall Street stock hedging strategies
backfire this year amid $13tn rout

NICHOLAS MEGAW AND ERIC PLATT
NEW YORK

Investors who poured money into
funds aimed at protecting them from
the sell-off in shares are finding
many of the strategies have backfired,
offering little or no safeguard from a
drawdown that has sliced $13tn off the
US stock market.

Funds that focused on buying equity
put options, which are often used as
insurance against stock declines, have
struggled to make gains even as the S&P
500 suffers its worst drawdown since
the 2008 financial crisis.

Those who prepared for violent
swings by buying call options on the
Choe’s Vix index —which would pay off
if the market gauge of expected volatil-
ity spiked — have also beenleft wanting.

A Cboeindex that tracks a theoretical
portfolio that buys both stocks within
the S&P 500 and equity put options —
known as the PPUT index — has fallen
about 20 per cent this year, not any bet-
ter thanthe total return of the S&P 500.

Dylan Grice, co-founder of Calder-
wood Capital, ahedge fund advisory and
research firm, said the performance

* FINANCIAL TIMES

of put options this year had raised
“fundamental” questions about the
point of some strategies. “It’s like an
insurance company that doesn’t pay out
‘when you have an accident,” he said.
The lacklustre performance has been
driven in part by the slow grind lower in
the stock market, which has driven up
costs without providing the sort of sharp
sell-off that provided mammoth

‘The Vix has been
completely useless as a
hedge since the initial
days of the Ukraine war’

month, spending heavily on new put
contractsin the process.

While the Vix has been well aboveits.
historical average throughout 2022, it
has stayed in a relatively narrow range,
limitingreturns for traders.

In past crises, a return of 200 per cent
or 300 per cent from a relatively small
bet on the so-called “fear gauge™ could
offset declines on an endowment or
pension plan’swider portfolio.

Recent swings between 25 and 35, in
contrast, provided only a fraction of the
return that some investors enjoyed
when the index shot from 13.68 in
February 2020 to 82.69 amonthlater.

Peter van Dooijeweert, a hedging

pay-offs in the early days of the
coronavirus pandemic in March 2020 or
the midst of the financial crisis in
September and October 2008.

Many mutual funds and exchange
traded funds that are marketed as
hedging against declines in the US stock
market use relatively simple strategies,
continuously buying contracts that
‘would protect their portfolio if the S&P
500fallsbelow agiven threshold.

They adjust those thresholds each

pecialist at hedge fund Man Group,
said: “The Vix has been completely
useless as a hedge since the initial days
of the Ukraine war.”

Funds thatuse a broader mix of assets
to hedge against downturns have had a
far betteryear.

The Eurekahedge tail risk index,
which tracks a basket of specialist hedge
funds, is up 13 per cent year to date.
That is because volatility in sovereign
bond and currency marketshas been far
higher than in the equity market.

COMPANIES & MARKETS

The day in the markets

What you need to know

& Wall Street indices hover In tight range
ahead of Inflation report

® Chinese stocks volatile on latest news
over siringent Covid curbs

» European gas prices fall sharply amid
greater than expected supplies

Us stocks hovered In a tight range
yesterday as investors took a cautious
stance ahead of this week’s inflation dafa
and kept close tabs on China's Covid-19
measures.

Wall Street’s benchmark S&P 500 rose
02 per cent and the fech-heavy Nasdag
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‘ China’s exports slip in October
‘'Year-on-year change (%)
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Lula has hard road
ahead to gain investor
favour over Bolsonaro

Michael Stott

Markets Insight

uiz Inicio Lula da Silva’s
victory in Brazil’s presidential
election will unlock a flood of

manaw from intarnational

ent from what we have seen in the early
2000s”, said Martin Castellano, head of
Latin America research at the Institute

fTntarnational Rinanca Ha notad that

his first twogovernments from 2003-10.
But whether he will make good on his
pledge to “reposition Brazil in the hearts

nfintarnatinnal invactare” ie 2 diffarant
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trading in New York.

Investors have feared the impact on
global economic growth of aggressive
rate rises from the US Federal Reserve,
which signalled last week that interest
rates will increase higher than previously
expected.

Traders, meanwhile, confinued to bet
that China would soften its zero-Covid
policy, a move they hope will boost
flagging global economic growth.

The US Dollar index, which measures
the currency against a basket of peers,
fell 0.6 per cent.

China equities rose sharply, before
trimming their gains, as the government
said there would be no change to its
stringent Covid prevention measures.

Hong Kong's Hang Seng index added

n o

v

2.7 per cent while China's CSI 300 rose 0.2

per cent.

Emmanuel Cau, European equity
strategist at Barclays, said a “guick and
broad reopening [in China] seems highly
unlikely” but that “there may be a case
for authorities to furn more supportive of
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growth into 2023, which could be a game
changer for markets”.

Elsewhere in Asia, Tokyo's Topix rose 1
per cent and Seoul’s Kospi index gained 1
per cent.

European gas prices fell sharply
yesterday with Dutch TTF gas futures,
the region's benchmark contract, down as
much as 10 per cent fo €108 per
megawatt hour.

The wholesale European gas price hit
an intraday high of €343 per MWh in late
August but has dropped thanks fo
relatively warm weather and greater than
expected supplies.

Investors welcomed better than
expected German economic dafa.

Industrial production rose 0.6 per cent
month on month in Sepfember, beffer
‘than the 0.2 per cent decline expected by
economists polled by Reuters.

The pan-regional Stoxx Europe 600
closed up 0.3 per cent while London's
FTSE 100 fell 05 per cent.

In government bond markets, there
‘was selling pressure from investors as the
yield on the two-year Treasury added 7
basis points fo 4.72 per cent while the
yield on the benchmark 10-year debt was
up 5bp to 4.21 per cent. George Steer

Markets update
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Two well-received acquisitions pushed
Vlatris to the top of the S&P 500 index

Debt-laden Telecom Italla, which has
been at the centre of mergers and

with the group

chatter this year, rallied after

that it was buying Oyster Point Pharma
and Famy Life Sciences for a combined
price of between $700mn and $750mn.

Viatris, which plans fo creafe an
ophthalmology franchise with these
purchases, said the fwo companies had
the potential o add at least $1bn in sales
and $500mn in adjusted core profits by
2028.

Ophthalmic diseases specialist Oyster
Point Pharma also rallied off the back of
this news, having accepted a $11 per
share upfront bid — a 32 per cent
premium on Friday’s clesing price.

Oyster stockholders were eligible for a
further $2 per share from Viatris
contingent on the group achieving
certain metrics based on full-year 2022
performance.

Facebook owner Meta rallied in
anticipafion that it would be reducing its

talk of a government-approved takeover.

It was reported at the weekend that
cabinet under-secrefary Alessio Bufti
viewed the creation of one broadband
company a priority in a move that would
merge Telecom's fixed nefwork assets
with those of smaller rival Open Fiber.

‘Germany’s Pfelffer Vacuum jumped on
news that it had received notification
about concluding a so-called domination
and profit-transfer agreement with its
largest shareholder.

Under the terms of this arrangement,
the vacuum components supplier would
become the “controlled company” while
shareholder Pangea, which has a &4 per
cent stake, would be the “controlling
company with the right to transfer
profits”, it said.

Pangea said the reason behind this
move was a desire fo simplify co-

by cutting of jobs.

Budget airline Ryanalr, which delisted
from the London Stock Exchange last
December, climbed on Wall Sireet after
reporting half-year profits of €1.37bn
against a loss of €48mn a year earlier.

Ryanair benefited from “record”
second-quarter traffic and “robust
summer fares” that were 14 per cent up
on pre-Covid pricing, it said. Ray Douglas

between the two groups, in
parficular decision-making.

A ratings upgrade helped liff Colruyt,
the Belgian food refailer, which was raised
to a “buy” from “hold" by Jefferies.

‘With its shares down more than 30 per
cent this year, the broker said a discount
grocer such as Colruyt would become
more attractive to shoppers as higher
prices crimped spending. Ray Douglas

Retailer Joules tumbled after revealing
‘that it was trading below expectations for
‘the 11 weeks o October 30.

It blamed this on a deferioration in
consumer confidence and “milder than
expected weather”, which had hit sales of
ouferwear, wellies and knitwear.

Russ Mould, investment director af AJ
Bell, said: “The fact Next pulled out of
Investment falks In September with the
retailer would suggest Joules could
unwind as easily as a cat pulling yarns
from a woolly jumper”

Frasers Group, which owns Sports
Direct and House of Fraser, rose on news
‘that it would be refurning money fo
investors through a share buyback
programme of up to £70mn.

Financial services business Appreciate,
‘which specialises in gifting and reward
products, soared after agreeing o be
bought by PayPoint.

The payment system group’s cash and
shares offer was equivalent fo 44p per
share — &9 per cent higher than Friday's
closing price.

Dealmaking rumours sent IWG surging,
with Sky News reporting that CVC Capital
Partners was among the private equity
firms weighing a purchase of the office
space group’s digital division.

The unif could reportedly fetch £1.5bn,
‘which would surpass IWG's current
market cap. Ray Douglas

maiy aeuses ases ssssussas

investors who shunned the
country under President Jair Bolsonaro
because of his terrible environmental
Tecord.

This thesis was common currency
this year among political analysts in
Brazil and commentators overseas.

Lula himself hinted at it, accusing
Bolsonaro of leaving the country “more
isolated than cuba” and adding:
“Nobody wants to come here anymore.”

There is just one problem: the facts
tell a different story. Amazon
deforestation did surge under
Bolsonaro to a 13-year high and many
European and Latin American coun-
tries shunned the hard-right president
diplomatically. But most investors
never left Brazil over environmental,
social and corporate governance
concerns and many were drawn in
during his tenure by strong economic
fundamentals, high real interest rates
and the pro-market stance of the Fried-

ite fi ini 1 d

minister, 3

“The preferred strategy of most
investors [under Bolsonaro] has been
one of constructive engagement rather
than disinvestment,” said Graham
Stock, partner at BlueBay Asset

ent, who co-chaired an inves-
tor dialogue on deforestation with the
Bolsenaro government. “As a result,
there isn't this wall of money waiting for
achange of government toinvest.”

Data tell a similar story. Foreign port-
folio investment surged into Brazil dur-
ing2021 and most of this year. Looking
atthe capital flows to Brazil from foreign
investors relative to the rest of Latin
America, “the picture is not very differ-

“the pick-up in foreign direct invest-
ment in Brazil has been quite remarka-
ble” —itsoared to $73.8bn in the year to
September from $49.9bn ayear earlier.
Luis Oganes, global head of emergmg

matter. Lula has pledged to scrap a
constitutional cap on government
spending to boost welfare payments. He
has promised to be fiscally responsible
Iml has notyet sald hnw he will pay for

markets research at. acountry that
share of Brazilian loca] bonds held by has uneoftheregonshlghestmtakm
foreigners has been tat rolled oil com-

of 2020 while declmmg in Dther Latin
American markets.

“There have been important inflows
into Brazilian equities in the first quar-

“The preferred strategy of
most investors under

Bolsonaro has been one of
constructive engagement’

ter of 2022 and in August and October,”
he added. “Part of this is because of high
commodity prices.” The Bovespa index
has gained some 16 per cent over the
past year, leaving the market priced at
elghtmnestm.lmg earnings.

How coul ious i

panyPe!mbr:shwe reasontobe wary.
During the last government run by

Lula’s Workers® party, the debt burden

of Petrobras rose to $130bn by 2015 and

pany suffered from mi
mentandmrmpunn scandals.

Its Americand ipts have
fallen 4.9 per cent over |]1e pastmonth.

Saverio Minervini, head of Latin
America energy at Fitch, has analysed
the risks to Brazil’s national oil
champion under Lula and said “leave
Petrobras alone”, adding: “There’s no
economic rationale for the government
to influence Petrobras because the
government stands to get almost 1.5 per
cent of GDPin [tax and dividends] from
Petrobras.” Minervini believes Lula’s
plms for new oil refineries would cost

put money into Brazil while
deforestation surged and a hard-right
presidentrailed against gays?

Many asset managers use broad data
sets to screen investments against ESG
criteria and, despite the Amazon
destruction under Bolsonare, Brazil
scores well for clean energy (most elec-
tricity is generated from renewables),
vibrant democracy and a free press.

Lula’s promise to crack down on
deforestation has raised hopes that he
will repeat the environmental success of

p $20bn-$30bn.

Petrobras will be closely watched as a
bellwether under Lula. 1t will also serve
asareminder that, despite ESG pledges,
most investors in Brazil remain focused
on economic policy fundamentals.

“Beyond environmental pledges, 1
think that what will be key for investors
to increase their investments in
Brazilian bond and equity markets will
be acredible plan of fiscal adjustments,”
said JPMorgan’s Oganes.

michael.stott@ft.com
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ARTS

Discreet chronicler of bourgeois life

On show in New York,

Alex Katz's paintings quietly
celebrate his native city — and
the enduring presence of his
wife. By Ariella Budick

lex Katz is a consummate

painter of modern life. Like

the Impressionists who

earned that title before

him, he has probed pleas-
mmbcthurbanand urbane, populating

with people who enjoy life’
profound superficialities.

Alex Katz: Gathering, the Guggen-
heim’s retrospective of a painter who
remains busy and sharp at 95, turns out
to be not just scintillating, but consoling
too. When all around is vitriol, soul-
baring, hyperbole and rage, Katz’s
muted emotional palette, ranging from
quiet optimism to quiet melancholy,
comes as anesseuhal balm.

hysteriaal

He parlﬂl ‘ways with most of the artists
of his generation back in the late 1940s.
‘When they were hurling themselves
into abstraction, picking fights, drink-
ing, self-destructing and peacocking, he
clung to the power of discretion. When
his colleagues agitated and critiqued,
Katz just watched and painted, savour-
inghis city’s bourgeois splendour.

He has always been a New Yorker
through and through, despite his habit
of absconding to Maine every summer.
His wife, Ada, became the avatar of his
art: chic, self-contained, impeccably
turned out, a creature of Manhattan
even when she deigned toleaveit.

Frank the New Yorkiest of the
New York poets, wrote: “I can’t even
enjoy a blade of grass unless I know

he once said. “He’s the poet of my time.”
Katz's bravery was more understated
but no less powerful. He avoided
Abstract Expressionism, Pop and Mini-
malism when each in turn had a mono-
poly on the art world’s attention.
Instead, he followed his own ways of
seeing, imbuing familiar urban odd-
ments with a distinclive glamour He

there’s a subway handy, or a record “‘l'hecoclmill’arty"'lsaume mpsule
store, or ther sign that people di of a1960s soil
not totally regret life.” Dapper men in thick-rimmed glasses

Katz, who painted O’Hara, admired
his friend’s openness to the urban whirl
and his lack of inhibition, and praised
him in terms that expressed a certain
sadness at his own restraint. “I don’t
have the courage to do what Frank did,”

mingle with neatly coiffed women and
‘you can practically smell the cigarette
smoke and hear the ice clink in crystal
tumblers. Guests murmur and smile in
an atmosphere dense with politeness,
while the metropolis swaggers beyond

Clockwise, from above: Alex Katz’s
‘“The Cocktail Party” (1965); ‘Blue
Umbrella 2’ (1972), one of many
portraits of his wife, Ada; ‘Yellow
Tree 1’ (2020) — MexKatz/VAGA st AR5 NYanc
DACS, Londen

‘Warmth radiates from
Ada’s core, penetrating
her cool crust and cycling
through contentment,
ageing and mortality

the big sash windows. Across the upper
third of the painting, above the cele-
brants’ heads, neon signs hum and
office windows blaze like a grid of stars.

Katz based the picture on a get-
together in hisloft near Madison Square
Park. It’s an update of “Masked Ball at
the Opera” (1873), Manet’s paean to
Paris in which dandies and coquettes
join in cosmopolitan self-satisfaction.
Katz invited writers, artists and musi-
cians, hoping to record what he called
“gestures of his time”. If this painting
were all you knew of the New York art
world in 1965, you would never suspect
the scenes of druggy indolence and rebel
chaos bubbling nearby. (Andy Warhol’s
Factory wasless than a mile away.)

Katz grew up in the quasi- subu.rban

the early portrait of his mother. They
married and in hundreds of paintings
over more than six decades, he trans-
formed his wife from an elegant mortal
into agleaming object of awe.
“Adaiin a Black Sweater” (1957) intro-
duces us to a pale woman with pitch
dark hair, eyes and brows. Wrapped in
an inky cardigan, she folds her arms
across her chest in self-protection. Yet
he’s not forbidding; her full lipsticked
mouth offers a slash of colour that

She has served less as muse than as
alter ego and soul mate; as portrait sub-
ject she remains unrevealed. Not one of
his pictures plumbs her psychological
state or shows her unclothed or
unguarded. Year after year, her expres-

emlweofstA]'bans,Queens
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almosphere. ‘His mother Sima acted in
the Yiddish theatre on the Lower East
Side before settling down with her hus-
band and two boys. “She took piano les-
sons, speech lessons, read alot, and she
said she would have been a great star if

h 1d si da: h Ted.

He captured her alluring vitality in
1946, justafter she returned from a stint
as a translator in postwar Europe. (She
spoke six languages.) Dressed in red,
chin resting in her cupped palms, she
gazes at her son with a shrewd half-
smile. She’s a warmly human presence
against abackdrop of nested rectangles,
arefuge of tenderness in an implacably
orthogonal habitat. He was 19 at the
time, commuting from Queens to
Cooper Union and sketching subway
riders as a daily discipline — and out of
determination to make the city his own.

Katz met Ada Del Moro of the Bronx
in 1957, and that’s when his art snapped
into focus. A research biologist at Sloan
Kettering, she had the same poise,
smarts and allure that come through in

sion never from coolnoncha-
lance. And yet his treatment of her is
«constantly refreshing, mixing elusive-
nesswith familiarity.

“Ours was like an arranged marriage,
because our families were so similar,”
Katz told The New Yorker. “Were Jew-
ish off the boat, and they’re Italian off
the boat. On Sunday afterncons, both
[amlhes listened to opera on Lhe radio.

Ada s only liberal in politics — aside
from that she’s asnob. Ada never makes
a social mistake, but I make them all
thetime.”

Adalent herself to paintings of man-
ners and social observation, as well as
compositions that border on abstrac-
tion. In some works, she’s a creature of
flat planes and bold lines, set among
thickly painted panels. In others, we see
her ensconced in comfort and privilege,
enjoying the fact of being her. The deli-
ciously buttery “4 PM” (1959) finds her
perched on the bed in a high-ceilinged
room suffused in autumnal light. When
we see her outdoors, the surroundings
are never too wild. Beach and garden
allow her to retain the regal casualness of
afashionablelady in her second home.

Katz periodically detours into
hushed, bright landscapes or urban noc-
turnes, all shadows and points of light.
But he keeps returning to Ada and
through her, offering an opaque but ten-
der chronicle of a life together. Warmth
radiates from her core, penetrating her
cool crust and cycling through content-
ment, ageing and mortality. “Depar-
ture” (2016) depicts six nearly identical
versions of Ada, in a sleeveless top and
wide-brimmed straw hat, sauntering
upstage like a chorus line, away from
the audience and into a borderless
expanse of green.

The magichasn't ended. Justlast year,
Katz painted “Ada’s Back 2", which is
titled like the sequel to a sequel and has
a valedictory feel. We see her from
behind, white hair falling straight like a
stand of silver birches on the dark slope
of her shoulders. Portrait has merged
with landscape: her presence and his

h h

tobecome intertwined forces of nature.

voted fora But

To February 20, heim.org
Katz’s ‘Round

Hill’ (1977) — ex
Katz/VAGA a1 ARS, NY ard

Showcase leaves the audience smiling

Northern Ballet: Made in Leeds

Linbury Theatre, Royal Opera House, London
Hokked

Louise Levene

Northern Ballet usually majors in popu-
lar full-evening narratives — Jane Eyre,
The Great Gatsby, Merlin — but began its
new season with Made in Leeds, a trio of
one-act commissions which are a part-
inggift from David Nixon, artistic direc-
tor since 2001, to his successor Federico
Bonelli. I doubt any of them will be
banked into the permanent repertoire,
but all three offered an attractive show-
case — and welcome fresh meat — for
this talented and versatile company.
south Africa-born, Cape Town-
trained Mthuthuzeli November joined
Cassa Pancho’s Ballet Black in 2015 and
has made a string of well-regarded mini-
atures for that company. Wailers, which
had its London premiere at the Linbury
Theatre, gives him a chance to work
with a slightly larger ensemble of 12
which he handles with skill. The 25-
minute piece is set toa soundtrack com-
posed by November and is dressed in

pieceasa of female resil
fence in the face of hardship: heartfelt,
well crafted, ever soslightly dull.

stina Quagebeur, first artist and asso-
ciate choreographer with English
National Ballet, has a rare gift for infus-
ing dance with drama. In Nostalgia she

simple but hugely effective device.
Alastair West’s cleverly zoned-down
spots highlight the fleeting overlap
between past and present.

Dickson Mbi’s Ma Vie Live expands on
ashortlockdown film project danced to
a soundtrack of maniacal laughter and
rmmma].\st strings by Roger Gmlla,

explores the pleasure and pain to be
found in ing the recent past
toa (taped) score by Jeremy Birchall. A
couple in crimson (Minju Kang and
Jonathan Hanks) enjoy a fractious
exchange until their body doubles
(Rachael Gillespie and Gavin McCaig)
appear upstage: happy, playful, bliss-
fully unaware of the future. The original
«couple mimic their own memories and
briefly recapture past happiness. It's a

d by the grunts, whoop
slaps of the cast. The confused but
intriguing piece serves as a footnote to
the company’s full-length casanova by
Kenneth Tindall, focusing on the
anti-hero’s vexed relationship with the
Catholicchurch.

When we first encounter our hero
(the raffish Matthew Topliss), he is
beset by hooded, black-clad figures
who bully him from place to place in a
series of sinister ensembles as if the
“invisible” kuroko stage managers of
kabuki had gone rogue and begun
directing the drama. Their leader is
played with demented glee by hip-hop
guest Jonadette Carpio.

The scene changes and the ladies and
gentlemen of Venice, waistcoated and
paniered by Northern Ballet’s costume
department, engage in courtly foreplay
under the sinister direction of Carpio,
her role as puppet master reinforced by
Tim Grabham’s projections of huge,
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quasi-Grecian robes and tunics by Yann
Seabra. The women are en pointe and
sarah Chun’s machine-stitch pas de
bourréeis tested to destruction, but else-
where the ballet vocabulary is supple-
mented by earthier, more percussive
footwork led by Aerys Merill as a tribal
matriarch. November conceived the

Minju Kang in Dickson Mbi’s ‘Ma Vie’

FINANCIAL TIMES

controlling hands. Mbi deploys his cast
with assurance, dodging baroque bow-
and-scrape clichés. The clap-along coda
in which cast members showed off
their moves felt out of place but left the
audience smiling.

roh.org.uk

FT BIG READ. US POLITICS

The party is in a strong position ahead of today’s vote despite its embrace of election denialism and other
radical views. This fringe appeal illustrates just how fractured the political landscape has become.

By James Politi

Republicans double down on Trump bets

tepping out of their polling sta-
tion last week in McDonough,
acity of 28,000 in the south-
ern suburbs of Atlanta, con-
servative voters explained
why they had cast early ballots for Her-
schel Walker and his Trump-backed,
scandal-plagued and sometimes mes-
sianic bid for a seat in the US Senate.

“[We need] a shift in power,” said Scott
Roman, a 53-year-old podiatrist still
wearing his blue scrubs. “Everyone’s got
skeletons, so I'd rather have him as a

blican, versusa Democrat.”

Charles Schubert, a 71-year-old finan-
cial adviser, said Walker was not “per-
fect” but would get back to the “pro-USA,
pro-America” policies of the Trump
years, with “low inflation, full employ-
mentand energy independence”.

The former American football star
and self-professed “warrior for God”
has faced allegations of domestic vio-
lence, revelations that he pressured
women tohave abortions, disclosures of
previously unknown children and a
publicrebuke from one of his sons.

Yet Walker remains in contention to

Polls suggest Georgia's
Senate race is neck and neck
Lines represent weighted averages,
points represent polls (%)

Election
52
20 -+ |warnock
48 (D) 47.0
46 Walker
s "~ {R46.7
—
40
BT
Sep 2022 Nov
Latest poll Nov 02
Source: FT poll average based on data from

RealClearPoiltics

unseat Raphael Warneck, the incum-
bent Democrat and pastor at Ebenezer
Baptist Church in Atlanta, where the
late civil rights leader Martin Luther
King Jrused to preach.

For Mason, a 23-year-old financial
adviser who declined to offer his last
name, it was a “tough decision” to sup-
port Walker, but he thought a divided
government would be better for busi-
ness. “When nothing can get done, the
economy grows,” he said.

Just two years after Joe Biden was
elected to the White House and Demo-
crats won control of Congress, polls
show there is a strong possibility
that the Republican party will make a
decisive comeback in today’s midterm
elections.

Republicans are expected win back
the House of Representatives, while
control of the Senate is in the balance
and will come down to the outcome of a
handful of key races, including in Penn-
sylvania, Nevadaand Georgia.

“The Senate isstilla toss-up, but there
are far more avenues for Republicans to
win a majority than for Democrats,”
says Jessica Taylor of the non-partisan
Cook Political Reportin Washington.

While Democrats are still hoping to
mobilise their base of voters to avoid
sweeping defeats, even a partial victory
for Republicans — prebably fuelled by
concerns about high prices, crime
and immigration — would carry big
implications for American politics
heading into the next presidential elec-
tionin2024.

Itwould showthe menttowhidlﬂ]e

party
political alternative in the eyes of a suffi-
ciently large group of voters — even
though it has lurched further towards
Trumpism during the Biden years.
Within its ranks, the tolerance for
election denialism, the disdain for fed-
eralinstitutions such as the FBI and the
Internal Revenue Service, the relentless
demonisation of any liberal pol.ltlcl:n
and Lhe warmess of Amenms tradi-

Republican
Herschel
Walker, above
left, is facing

off against
incumbent
Democratic
senator Raphael
Warnock.
Vivian and
Raesa Waldon at
a polling station
in McDonough,
Georgia, below;
workers protest
against Walker
in Atlanta,
bottom right

FT montage/sh
(Gerty: James PoiyFT; ENkS.
Lesseq/EPA-EFE/Shutiersiodk

“There wasa

period
where it
seemed like
Trump was
an exception
to therule,
and now it’s
pure

the upper chamber of Congress, but
because itis a fierce and expensive fight
to gain the edge in one of America’s new-
est — and most prominent — political
battlegrounds. (Under Georgia rules, if
neither candidate wins an outright
majority this week, there will be a run-
off contest in early December.)

1n 2020, for the first time in almost.
three decades, a Democrat carried
Georgia in a presidential election when
the party captured two Senate seats,
including the one Walker is trying to win
back with a campaign that is built
around culture war issues.

“I'll help make the streets safer for
you, I'll help secure that border, I'll
lower your taxes, I'll get men out of
women’s sports, I'll keep your religious
freedom,” Walker told supportersin the
back lot of a Ford ip in Augusta

the economic recovery and the war
in Ukraine.

They have also turned to highlighting
what they describe as Republican
extremism, on everything ranging from
the party’s push for strict abortion
restrictions and bans in the wake of the
Supreme Court ruling overturning the
Roe vs Wade precedent in June, to its
continued embrace ﬂfTrump s “biglie”

cal science at the University of Georgia,
putsit: “It looks like a growing number
of Republicans who were on the fence
are deciding to join most Republicans,
who operate on the belief that having
control of the Senate is more important
than anything in Herschel Walker’s
background or character.”

The importance of turnout
Some Dx that

that the 2020 election
“We can’t ignore the impact this is
i country. It’s ing, it's

corrosive, and it’s destructive,” Biden
warned in a speech from Union Station
in Washington in one of his final pitches
tovoters.

The reality that Democrats would be
squaring off in this year’s midterms
against a mostly unreconstructed

last week, with his bright red campaign
bus as a backdrop. “And I'll make sure
Jesus goes to Washington with me.”

‘Washington deadlock

The White House and senior Democrats
have known for months that they would
be facing a very difficult midterm cycle
as a burst in inflation has strained
American household finances, leaving
the currentleadership possibly inline to
suffer the same fate as Bill Clinton and
Barax:k Ohama who lost their House

publican party has long been appar-
ent: many senior lawmakers down-
played Trump’s role in the January 6
attack on the US capitol and then
defended the former president even as
he faced a criminal probe for hoarding
sensitive documents related to national
security at his Mar-a-Lago estate.

But it became much more vivid after
so many of Trump’s preferred

they will do far better than expected in
the midterms. “All the evidence is that
voting is going to be atrecord levelsfor a
midterm, matching or exceeding 2018.
And yes, Republicans are turning out in
big numbers, but that was also true in
2018 and 2020, and Democrats still
won,” says Mike Lux, a Democratic
political consultant. “There are simply
more Democratic voters than Republi-
can voters and when everyone votes in
bignumbers, we are likely to win.”
InGeorgia, a victory for Walker would
still count as a come-from-behind
upset. The state, for decades a bastion of
southern conservatism, has moved
towards the left over the past decade as
the outskirts of Atlanta have grown in
population, bringing in more diverse,

didates for office prevailed in pri-
mary contests across the country, set-
Img them up as their party’s standard

These have included Kari Lake, the
former television anchor turned Repub-
lican candidate from Arizona, who still
refuses to say whether she will concede
defeat in her own race if she loses, as
well as Doug Mastriano, a former mili-
tary officer now Republican candidate
for governor in Pennsylvania, who was
at the rally on the National Mall with
Trump that preceded theriot.

Along with Walker in Georgia, the
party’s controversial candidates for the
Senate include political novices Meh-
met Oz, the celebrity physician running
in Pennsylvania, and JD Vance, the ven-
ture capitalist and author competing in
Ohm aswell as B]akx Masmrsmnnzuna

1l-educated voters who typically vote
for Democrats. At the same time, local
Democrats have built up an imposing
turnout machine to galvanise their own
supporters in the most populous coun-
ties where elections are won and lost.

Stacey Abrams, the Democratic can-
didate for governer who is trailing
behind Republican incumbent Brian
Kemp, brushed off concerns that energy
among Democrats would be subdued
thisyear. The one wild card was younger
voters, whose turnout in early voting
was lagging. “Young voters are always
going to be the slowest to turn out. But
we know that when they do show up,
they change the outcomes,” Abrams
said during a campaign stop at a shop-
pingcentre in McDonough.

sarah Riggs Amico, a logistics execu-
lee m cobb County, nuth of At]ama

“Young
voters are
always going
to be the
slowest to
turn out.
Butwe
know that
when they
do show
up, they
change the

outcomes’

tor for suburban women, even though
some polls show they may be shifting
back to Republicans amid economic
WoITies.

“I've got to say women are up inarms
about having old white GOP men take
away their bodily autonomy,” she says.
“1 think you will see a battle for who
showsup on electionday,” she adds.

In McDonough, Democratic voters
bristled at Walker and were determined
to re-elect their senator, who has far
better favourability ratings as measured
by polls.

pol

“warnock did what he said he was
going to do once he got to the Senate. I'm
not sure about Herschel Walker. He's so
all over the place, you know, with the
abortion and domestic violence and so
forth, I think it’s a bad look for the Sen-
ate and for the United States,” says Scott.
Jervis, a 61-year-old retired American
football referee.

But Raesa Waldon, a 33-year-old
social media consultant at the polls with
her mother Vivian, says it is not surpris-
ing to see a divisive backlash brewing
from the right against Democrats.
“We're going to keep enduring these
types of politics, these types of
points, these types of opinions, for as
longaswe're living,” she says.

One reason Republican leaders across
the US have grown more confident
about their chances is that polls have
shown the economy and high inflation
rising to the top of voters concerns,
eclipsing worries about democracy or
reproductive rights. Their response has
been to close ranks behind key candi-
dates in vulnerable positions — includ-
ingin Georgia — with late endorsements
and fundraising.

Mitch McConnell, the Senate minor-
ity leader, has continued to funnel cash,
including $23mn in October, to Walker’s
campaign through his Senate leadership
fund. “We're going to take it all the way
to the end,” McConnell said last month
when questioned about the Georgia
race. Rlck Allen, Lhe RP.pubhmnHuuse
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uonal alliances have only grown —as  pihjlism,

has the willingness to allow for personal =

hypocrisy and fringe candidates like 1Othing

Walker. matters
“Donald Trump eliminated any pre-

tence that character counts, and that
used to be at the core of how Republi-
cans pitched themselves,” says Sarah
Longwell, a Republican strategist who
runs focus groups with swing voters and
has bristled at the former president’s
stranglehold on the party.

“There was a period where it seemed
like Trump was an exception to the rule,
and now it’s pure nihilism, nothing mat-
ters,” she says.

The Senate race in Georgia is a partic-
ularly important contest, not just
because it could determine control of

All pages from Financial Times (Asia), Tuesday, November 8, 2022

majorites 1994 and 2010.

Such a result would grind Biden’s leg-
islative ambitions to a halt while Repub-
licans are likely to pursue a series of
investigations aimed at all levels of his
administration, and possibly even his
son Hunter. Biden will have much less
flexibility to respond to any bignew eco-
nomic and financial shock should one
occur and may face hurdles in deliver-
ing funding for Ukraine. He will also
probably face a high-stakes clash over
raising the US debt ceiling to avoid a
default.

Hampered by Biden’s low approval
ratings, Democrats have tried to
make the case that their policies have
been largely successful in light of the
huge challenges they faced with Covid,

and Don Bolauc In New Hampshire. But
while the Trumpian capture of the
party’s Senate nominees was considered
a weakness for Republicans just a few
weeks ago, itis seen asless of a risk now.

“1f Republicans were a bit more
‘generic’, we'd be arguing between ared
wave versus a red tsunami,” Beacon Pol-
icy Advisors, a consultancy in Washing-
ton, told clients this week.

“Republicans are underperforming
the fundamentals. But the fundamen-
tals are so good, it doesn’t matter in the
House. The last couple of weeks seems
like the underperformance doesn’t mat-
ter as much in the Senate as well,” they
added.

‘Walker is benefiting from this shift.
As Charles Bullock, a professor of politi-

FINANCIAL TIMES

WO Das run [or office asa Democratin
Georgia, says the gutting of the right to
an abortion is still a big motivating fac-

member representng Augusta, Intro-
duced Walker at the bus tour stop in his
district last week. “I feel an undercur-
rent out there,” Allen said. “America’s
wakingup, andit’s about time.”

Longwell warns that a Republican cap-
ture of Congress, and particularly the
Senate, would further embolden Trump
torun for asecond term as president.

“Itwould tell us that you do not suffer
a penalty for being a party that
attempted a coup — there’s no penalty
for election deniers,” she says. “To the
extent that Trump handpicked Walker
and handpicked Oz, it puts him in a
springboard position for the Republican
primary in2024.”

Additional reporting by Caitlin Gilbert in
New York

Tuesday 8 November 2022
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“Without fear and without favour’

America’s chip controls on China will carry a heavy cost

ft.com/opinion

Washington should provide
clarity over semiconductor
export measures

It wasless a decoupling and more a rup-
ture. At a stroke last month, Joe Biden
did potentially more to sever trade ties
between the US and China than Donald
Trump ever managed, despite the ex-
president’s bombast. Controls barring
US companies from exporting critical
semiconductor manufacturing tools to
China mark a furtherjunking of the the-
ory that the US could tame Beijing’s geo-
political ambitions through closer trade
ties. They. igni

tion, even if Washington is trying to play
down fears of atech cold war.

The White House has framed the
measures as an attempt to curb Chinese
military use of high-end chips. It is
understandable that the US wants to
blunt the military ambitions of an

quantify their exposure, let alone those

in the US and China. More precision

over the scope of the measures — partic-

ularlyaround US persons —isneeded.
As they currently stand, such meas-

ures carryreal risks. One is retaliation in

kind by China, perhaps over rare metals

i hnoloov-d

ly assertive and
rival. Russia’s invasion of Ukraine, and
the economic woes that rippled across
the world as a result of soaring energy
prices, have prompted a rethink over
the wisdom of dependence on regimes
that are potential adversaries. But the
dual-use nature and ubiquity of chips in
daily life — not for nothing are semicon-
ductors dubbed the new oil — means the
implicati fthisaction runwider.

The measures were unveiled days
before China’s party congress, when
attention was focused on the coronation
of XiJinping as essentially ruler-for-life
of an increasingly authoritarian For-
tress China. No matter the intention, it
is hard to see how Beijing would view
the controls as anything but a provoca-

The sweeping controls extend not
only to the export of US semiconductor
chips but also to any advanced chips
made with US equipment. They target
“US persons”, meaning not just citizens
but green-card holders too. As a result,
companies from Taiwan to South Korea
to the Netherlands are now trying to

vitalto th n pend:
ent economy. China processes 65 per
centof theworld’slithium, for instance.
TheUS sanctions would be the leastof
the world’s concerns if China ever
decides touse force to reunify with Tai-
wan, which dominates global advanced
semiconductor manufacturing. The US
Navy chief has warned that China could
invade the island state before 2024.
Quite apart from the misery of war
imposed on Taiwan, losing access to Tai-
wanese chips would affect the supply
and price of everything from computers
to cars. A Chinese invasion would also
trigger a wave of sanctions that would,
in turn, hit interconnected economies.
This would be an order of magnitude
bigger than disruption unleashed by the

war in Ukraine. The hope must be that
Russia’s botched invasion, and the
west’s response, has given China pause
for thought.

The US semiconductor measures
ccome as other economies, and the busi-
ness world, are trying to calibrate rela-
tions with China. Bankers, saysthe chair
of UBS, are “all very pro-China”. Olaf
Scholz, Germany’s chancellor, met Xiin
Beijing on Friday in a sign of Germany's
persistent dependence on China and its
failure to learn from the mercantilism
that has made it hard to shrug off Rus-
sia’sbearhug.

The US, too, will need to be able to
back upits “Made in America” bravado.
It may have already spent billions of dol-
lars in setting up domestic chip fabrica-
tion plants but analysts estimate it will
require as much as $1.2tn in upfront
costs, then another $125bn a year, to cre-
ate fully localised supply chains at2019
levels of production. The bill for decou-
pling China and America’s economies
will carry a heavy cost.

Society

Whatis an ethnic
minority anyway?

Ewan White

Stephen
Bush

ishi Sunak confuses people.

They struggle with how

exactly to quantify his

place in British and global

history. Some, forgetting
Benjamin Disraeli, dub him the UK’s
first “ethnic minority” prime minister.
Others, who remember Disraeli, but
don’twant to break up the flow of their
sentence, call him the UK's first “non-
white” prime minister.

It’s a funny definition, “non-white”.
Almost everyone is “non-white”: with
the exception of a very few, the light-
est-skinned person you will meet will
only be about as pale as, say, a tin of
“patural calico” Dulux paint. What we
really meanis that there is some quan-
tifiable difference between the experi-
ence of “white” people, regardless of
whether they are part of an ethnic and
social minority, as Disraeli was, and
that of “non-white” people.

Is this right? Not necessarily. In the
UK, according to the government’s
race disparity audit, the ethnicity that
currently has the worst outcomes in
employment, life expectancy and

nnnace tn hasinannde and carrinae aea

to combat what Ulysses S Grant
described as the “evil” of “the impor-
tation of Chinese women . . . few of
whom are brought to our shores to
pursue honorable or useful occupa-
tions”. This was targeted at “visible”
minorities. But by the 1920s, US immi-
oration legislati ded toinclud

purportedly “invisible” minerities
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Pension fund liquidity issue has not gone away

Apollo Global, the US-based private
capital group, now owns $1.1bn in
assets purchased from UK pension
funds as opportunity struck in the
‘wake of the liability-driven
investments crisis (Report,
November 3).

The need for cash to address rising
variation margin calls forced pension

fund assets has exposed is that

the LDI strategies that have become
so popular with the sector can lead to
serious liquidity issues in periods of
market volatility. So much so that
these types of funds could be
required to permanently increase
liquidity buffers, pre-empting the
anticipated recommendations by the

predict and optimise their margin calls
in spiky markets.

1f they are committed to pursuing
highly leveraged fixed-income
investing strategies, they need to
ensure they can identify liquidity
requirements in a more timely fashion.

That way, they will be less likely to
have to sell off their assets at a

If UK is relishing Pelosi’s
ouster, it must think again

‘“Your opinion piece by Lauren Fedor
(Person in the News, November 5)
clearly outlined the political history of
the person tipped to replace Nancy
Pelosi as Speaker of the House,
Republican Kevin McCarthy.

Those UK officials who recall Pelosi’s
hard stance on opposing British change
to the Good Friday Agreement, via the
“protocol” legislation, and her threat to

funds to sell off assets at a discounted G20’s Financial Stability Board discounted price to raise capital atsuch | preventa UK-US trade deal, might be
rate as the value of sterling this week. short notice. tempted to breathe a sigh of relief.
plummeted. The question now is — UK pension funds need to address Joe Midmore Don't relax yet. I'd happily wager
is the shortage in liquidity resolved? the underlying issue here — that they Chigf Commercial Officer, OpenGamma that 19th-century archives and
‘What the recent fire sale in pension haven’t historically been equipped to London EC4, UK emigrant ship manifests are being
officially d right now to

Follow the ad money to
know Republican choices
While it certainly is pertinent to know
‘that at least 22 Republican nominees
for governor, secretary of state or
attorney-general have denied the
results of the 2020 election (“Biden
pins midterm hopes on Capitol Hill
speech”, Report, November 2), the
Financial Times does a disservicein

m southern and eastern Europe. failing to mention what may have
“White Australia” policies, which contributed to this situation.
the historian Andrew Rosenberg dubs During the 2022 Republican
“the world’s most racist immigration primaries, in which Republicans faced
policies” in Undesirable Immigrants, off against each other to win the
were broadly welcoming to European party’s nomination for the general
immigrants at the expense of non- election, Democrats spent a significant
European ones. Speaking against the amount of money supporting
in 1901, the politician King publi idates with the

©O'Malley warned that the bill's educa- more extreme views.

tional test “will not shut out the Indian
“toff’ who becomes a human parasite
preying upon the people of the coun-
try”, or the “intellectual Afghan”.

The rationale in both countries had
a shared reasoning: in the US, Italian
and Jewish immigrants were excluded
in order to “keep America white”
while in Australia, the same groups
were included in order to maintain
Australia’swhiteness.

The reality, revealed most starkly
by immigration policy but which is
equally true in a workplace or a play-
ground, is that your minority status is
largely something that is done to you
rather than how you feel yourself.
Many Italian immigrants who found
themselves barred from the US by the
1924 Act would have felt a shared
“race” with the Americans who
excluded them, and not much in com-
mon with the Jewish immigrants they
were excluded alongside. (And
indeed, vice versa.) But the self-
declared ethnic status of these indi-

widunle nltimatalyu nenvad cannnAnmr

ia alone, D
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"ISTILL GET NoSTALGIC FoR
THE POINT OF No RETURN "

In
gubernatorial candidate Josh Shapiro
spent $840,000 on TV advertisements
‘boosting the stances of Republican
candidate Doug Mastriano during the
Republican primary.

This was more than double what
Mastriano spent on his own ad buys.
Similar stories occurred in Illinois,
california, Colorado and Maryland, not

all with success. FT readers should
know that Democratic money may
have affected the democratic process
of nominating candidates who now
pose the greatest “threats to
democracy”.

Robert Altieri

Garden City, NY, US

Biden camp overstates
the existential threat

1find your implication that Democratic
party rule in the US is the only way to
assure the survival of the country’s
democracy (FT View, November 5)
patently offensive to the average

American.

The Democratic party should be
looking in the mirror when they make
claims that there is a real and present
threat to democracy in the US.
Democracy is alive and well in our
country, and we are about to see it
in action.

The Republican party believes that it
is offering a more attractive alternative
vision for the country, and the people
are about to speak. Strikes me that this
is how democracy is supposed to work.
So let’s stop with these spurious
insinuations about how a Republican
majority will govern. If the Republicans
win and fail to deliver on their
promises, the Democrats will have
another chance in 2024, and then
maybe, just maybe, they will have
learnt their lesson.

Anthony F Giobbi
Ridgefield, CT, US

establish the Irish origin of McCarthy’s
grandparents, in preparation for March
17 next and the presentation of a
“green jersey”.

Liam Pluck

Enniskerry, County Wicklow, Ireland

I know which view on
Beijing I subscribe to

In “China has thrown out a challenge to
European policymakers” (Inside
Business, November 3) Peggy Hollinger
writes: “The old trade bargain that
allowed European companies to access
China’s vast market while still retaining
control of the most innovative
technologies is changing . . . Germany’s
carmakers . . . have substantially
stepped up research and development
investment there.”

Her opinion is at odds with what
Guntram Wolff, your guest columnist,
wrote on October 31 (“Scholz should
send an explicit message on his visit to
Beijing”). According to Wolff “China is
increasingly making technology
transfer a condition for market access”.
I think Hollinger’s view is more up
to date.

Tony SK Li
Hong Kong

AMERICA

Trump’s
future looms
nvor tho TIQ

s back.
Twenty-one months
after flying off into the
Florida sunset, Donald
Trump has re-emerged
onthe scene, as if his recent absence
was only a blip.

In the final days before the US
midterm elections, the former
president has been hightailing it
from one political rally to the next,
lobbing insults at any Republican

whn ctands in hie umer and rarhlish

Axios, Trump is now looking at

Twenty-one months, a Capitol

November 14 for a formal uprising and countless legal troubles
declaration — the post-midterms, later, the former president appears all
pre-T ivil but d. Thy stion is: are
sweet spot. the voters?

The calculus for this ‘When Trump left the White House
announcement is simple. Final nearly two years ago, he had been
polls indicate that a very good night banned from Twitter, his allies were
for Republicans is likely today, with under siege and his party’s leadership
the GOP poised to take back was anxious to be done with him.
one if not both chambers. Who Now, a year and a half later, the world
‘better to ride on the party’s success may once again have tipped back in

#han Temang

[Ty —
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those from a Gypsy Roma or Traveller
background: a group that we would,
for the most part, class as “white”.

The reason why this matters is that
how a state defines the ethnicity (or
lack thereof) of its peopleis intimately
linked to its ability to provide ade-
quate services and to identify its own
shortcomings. In Canada, the state
created the term “visible minority”:
those the state defines as “visible”
minorities can benefit from affirma-
tive action policies, alongside indige-
nous Canadians, women and people
with disabilities. Anyone who falls
outside those groups can’t.

Part of the problem is obvious: who
defines what a “visible” minority is or
isn't? A Jewish-Canadian may or may
notbea “visible” minority for the pur-
poses of the Canadian government,
while being all too “visible” as far asan
anti-Semiticemployer is concerned.

Nraues ULy LYo suoosal p

to how states chose toidentify them.

The action of past governments
matters in the present. You probably
owe at least some of your successes or
failures to what happened to your par-
ents and indeed your grandparents. In
assessing current outcomes, we are
almost certainly missing social prob-
lems if we ignore how governments
acted in the recent past.

Sohow should states measure diver-
sity and difference? This is one area
where the UK has roughly the right
approach: instead of dividing people
into “visible” minorities or not, the
essence of UK equalities law is that
“protected characteristics” apply to
everyone. It is illegal to discriminate
against these, whether based on age
with a worker in their twenties or six-
ties, or based on race against someone
whois “white” or “non-white”. Equally
importantly, the law allows measures

The lnngand disreputablehistoryof  like affirmative action and recruit-
i policy what  ment to be flexible rather than stuck
mtes and people class as “visible” or  witha1920s,1970s or even 2000s con-
hits influx. One fwhoisbeingheld back.
of the first bits of border control legis-
lation in the US, in 1875, was designed  stephen.bush@ft.com
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midterms

by Courtney Weaver

vrai st 1 o ey s puoi
speculating about making another

bid for the White House, for old
times’ sake.

Top Republicans urged Trump
to wait until after the midterm vote.
The concern was that he might detract
from their roster of Senate
and House of Representatives
candidates poised to deliver a
shellacking to Joe Biden and the
Democrats, fuelled by a sluggish
eeconomy, bad inflation and
post-pandemic malaise.

Trump agreed to wait until after
the vote today to officially pull the
trigger. But by last Thursday,
he was in Iowa announcing he
would “very, very, very probably do
it again. OK?” By Saturday, the
campaign tease had progressed to
full-on reveal, with Trump
admitting he would “like to do™
the announcement right there and
then — but was holding back, out of
respect for the two Pennsylvania
Republicans he was meant to be
stumping for.

According to the US news outlet

FINANCIAL TIMES

Overthe course of the 2022
election cycle, Trump has doled out
awhopping 200-plus endorsements
‘o Republicans across the country.
For some candidates who had been
struggling in their primaries, the
Trump seal of approval has a Midas
effect, helping dozens claim the
nominations. Come January, many of
‘them are likely to be sitting members
of Congress.

The endorsements have been
matched by alate — but not
insigni i of cash

As he prepares his expected
announcement, Twitter's new titan —
Elon Musk — is in the process of
moulding the social network back
into the kind of virtual public square
Trump thrived on, free of an army
of content moderators hired to block
the dissemination of fake news.

Musk has floated the possibility of
allowing the former president back on
the platform.

‘Whether or not Trump decides to
run is really besides the point. Even

from Trump’s Make America Great
Again super Pac, which has given out
more than $16mn, while saving most
of the cash for a 2024 run.

On the campaign trail this past
‘weekend, Trump seemed close to his

he has seeped
bzck into the public consciousness
and public arena.

Itis hard not to think of the other
former leaders who have re-emerged
'victorious in recent weeks, from
Luiz ]namol.u]a da silva in Brazil

old self, anew ni to in Israel
‘upon his former protégé turned In the tailwinds of a global pandemic,
potential Republican rival Ron economic convulsions, energy
DeSantis (“Ron DeSanctimonious™) supply shocks and a war in Europe,
and touting polls that showed the we can’t seem to quit the shadows of

former president leading the race for
the Republican nomination with
71 per cent support.

our past.
courtneyweaver@jt.com

Opinion

Decoupling is not the answer to the climate crisis

Ngozi
Okonjo-Tweala

limate change is an existen-

tial threat. Left unabated,

we will see more scenes of

desolation like in Pakistan,

where recent flooding left
a third of the country under water
and put food and economic security
atrisk.

Tackling this crisis is an inescapably
global issue requiring urgent and bold
leadership. Despite forces threatening
to pull apart the world community, we
simply cannot fragment, decouple
economies and create separate trade
blocs. At the COP27 UN climate summit
this week, I will ask leaders to join forces
in creating a trade-related agenda for a
just and ambitious response to climate
change.

The message is clear: the multilateral
trading system has much to contribute.
But this cannot be delivered without

co- Dperatlon between countries. At

indi bletoa

generated by international

£l
P Tesponse
i b Ny

the WTO's Ministerial Conf in
June, nations on opposite sides of deep
divisions were able to come together
and agree on several trade issues.
Most notably, WTO members agreed
to curb harmful fisheries subsidi

Developi ies
need the long-promised $100bn of
annual climate financing to ensure a just
transition to a clean energy future.

But even this will nut he sufficient. To

meet the chall 20

trade, competition and global supply

ins. By lowering tariff and regulatory

barriers to trade in environmental

goods and services, we can further drive

costs down and accelerate even broader
1

that led to over- explouatmn of our

emissions by mid-century, we need

oceans. This ated
that multilateral co-operation is poss-
ible when emphasis is placed on sav-
ing our global commons. It must stay
thatway.

Last years COP produced sermus

il on the trade
contribution to the climate transition.
This year, the 2022 World Trade Report
on trade and climate change confirms
that the cost and disruption inflicted
by climate shocks on global commerce
are high and rising. For example, the
increasing heat pattern in the Horn of
Africa has caused crop damage and
profound food insecurity. Similarly,
low water levels in major rivers are
making it difficult to ship goods,
from the Danube to the Yangtze and

ond.
Ramped-up financing will also be

open and predictable global markets to
ensure access to technologies at afford-

T'he message is clear: the
multilateral trading system
has much to contribute but
countries must co-operate

able prices. Expanded trade will also

Likewise, the potential for exports
expands the incentives for private com-
Ppanies to invest in renewable power
innovation and all of the other cleantech
breakthroughs needed to shift the
global economy on to a sustainable
trajectory. We must trigger a virtuous
circle of expanding green trade, invest-
ment and innovation. The International
Energy Agency estimates that the shift
to clean energy could generate 14mn
new jobs in renewable power and
energy efficiency and 16mn in related

promote sustainable global food sys-  sectors globally by 2030.

‘tems and resilient supply chains. Finally, I call on leaders to join the
i d d ingwould ~WTOinlayi atrade road map fora

dojustthe opposite. ]ust and amhlunus global Tesponse to

The sustainability benefits of an
open trading system are clear. In fact,
about 40 per cent of the sharp decline in
the price of solar panel systems since
2001 was made possible due to scale

work thati
already under way, we envision a menu
of trade actions for countries to draw
upon when revising their national cli-
mate targets (or nationally determined

contributions) — in line with their dif-
ferentlevels of development.

The menu might include concrete
actions to help facilitate trade in envi-
ronmental goods and services, put
a price on greenhouse gas emissions,
decarbonise supply chains and make
them more resilient to climate shocks,
scale up circular business models and
promote secure and sustainable

food systems.

At the WTO, we can transform our
Aid-for-Trade initiative into a pro-
gramme that expands opportunities for

Black Sea
Grain initiative
cannot ignore
seafarer misery

Guy
Platten

trade, ially in places he world breathed a sigh of

that have not seen the full beneﬁl.s of relief when Russia reversed
international commerce. its recent decision to
COP27 offers an opportunity for us suspend its involvement in

all to commit to a unified response to
climate change and to bring the power
of the trading system behind the global
efforts to reduce emissions and deliver
sustainable livelihoods. In the face of
the overarching threats posed to
the human species, I see no other path
forward.

The writer is the director-general of the
World Trade Organization

The first world
summit of the
second cold war

GLOBAL AFFAIRS

Gideon
Rachman

erefusetobea pawn in
a new cold war,” says
Joko Widodo, the presi-
dent of Ind

played a key role in the foundation of
the non-aligned movement at the Band-
ung conference of 1955 during the first
cold war. The underlying instinct of
Indonesia and many other non-western
nations that will assemble in Bali
remains the same — to navigate the ten-
sions between superpowers and to avoid
signingupto either camp.

Much pre-summit chat has focused
on Putin and Biden sitting in the same
conference room. But Widodo says that,

Jokowi, as he is known,
is speaking in an interview at the presi-
dential palace in Jakarta. It is a surpris-
ingly tough message from a leader
known for his conciliatory style.

Next week the Indonesian president
will host what feels like the first global
summit of a second cold war — the G20
leaders’ meetmg in Bah Tlns wﬂlbe the
first Rus-

basedona with Putin last
week, itis hi ion that the

trong i

For Ind ia and other countries of

Russian leader will not attend the Bali
summit. There is some talk that Putin
may choose to make a virtual appear-
ance at the G20. But Widodo shrugs
when this idea is put to him (and the
Americans would doubtless strive to
keep Putin on mute).

For the US, the bigger focusis Xi, who

sia’s invasion of Ukramem February. Itis
also the first since the surge in Us-China
tensions that followed the visit by Nancy
Pelosi, the speaker of the US House of
Representatives, to Taiwan in August.

Widodo hasbeen president of Indone-
sia, the world’s fourth most pop

is definitely coming to Bali. The current
assumption is that the Chinese leader
will hold a direct meeting with Biden.
Some senior US officials see this as an
opportunity “to put a floor under the
relationship”. But it is also distinctly
pnsslble that a direct meeting would be

nation, since 2014. But he presents a
stark contrast to strongman leaders such
as Xi Jinping or Vladimir Putin. Dressed
ina white shirt, black trousers and Indo-
nesian-made trainers, he says his main
aim at the G20is to encourage dialogue.
“We're very worried about escalating
tensions between the maior powers.”

acr

Unlike other US-China summits in
recent decades, which took place after
months of preparation, a Biden-Xi
meeting in Bali would be pulled together
at the last moment, without carefully
pre-packaged announcements to give
an impression of progress. One leading
US policvmaker compares it with the

south-east Asia, the stakes are also very
high. They have prospered greatly from
decades of peace and prosperity in the
region, underpinned by a stable security
environment and strong economic
growth in China. That formula is still
‘working for Indonesia, which is pro-
jected to grow at well over 5 per cent this
'year — which Widodo thinks will make
his country the fastest growing econ-
omy in the G20.

The desire for litical

‘Widodo’s attention is on the second-
order economic effects of the war and
the impact it has on driving up global
food prices. He describes the recent
Russian threat (now withdrawn) to
once again stop exports of grain through
the Black Sea as “very provoking”.
Based on his recent conversations
with Putin and Ukrainian president
anndy'myr Zelenskyy, Widodo sees lit-

ofa
ment Instead I.ndunesla is Lhmwmg its

stability, which will allow for emnumlc
growth, also colours his attitude to the
Ukraine war. At i of the G20, he

gy into trying to solve a
conflict in its own backyard — the civil
war in Myanmar, which has also cost

ds of lives and turned hundreds

has travelled to both Kyiv and Moscow.
But, for the Indonesians, the Ukraine
‘war is not the all-consuming preoccupa-
tion thatitis for westernleaders. Alot of

In trying to stay neutral in
an emergimg superpower

of thousands into refugees.

Asaleader Widodo has some similari-
ties to Luiz Indcio Lula da Silva, recently
re-elected president of Brazil. Both have
risen from humble origins and are proud
of their connections with ordinary peo-
ple. Both want good relations with the
‘US, while retaining an innate scepticism
about American motives. grounded in

trade and investment are key to the
development of the Indonesian econ-
omy. But he also knows that there are
domestic critics —including Jusuf Kalla,
his own former vice-president — who
claim that China has too much influence
inside Indonesia. Widodo waves that
idea away, by pointing to the high
number of jobs for Indonesians created
by Chinese investment.

In geopolitical terms, Indonesia
remains something of a sleeping giant.
Despite the country’s huge size and geo-
graphical expanse (it spans four time
zones), Widodo betrays no hint of an
aspiration to be a superpower — or even
the regional south-east Asian hegemon.
He prefers instead to emphasise his
country’s commitment to the Associa-
tion of Southeast Asian Nations.

In an era of strongman politics and
aggressive great-power nationalism, the
Indonesian leader’s modesty and multi-
lateralism make a refreshing change. It
would be good if some of that spirit

the Black Sea grain initia-
tive. But it was a reminder of just how
delicate the situation still is, and how
quickly people’s lives can be impacted
by a change in policy. As we approach
120 days of the grain corridor being in
place, there are still questions which
need to be answered about its future.
One of the most urgent is how it can
support the rescue of hundreds of
people who have become de facto pris-
oners of war in Ukrainian ports.

Four hundred seafarers are sheltering
on board ships across the Black Sea and
the Sea of Azov, in ports such as Chor-
nomorsk, Odesa and Pivdennyi. The
grain corridor has been a great success
and should continue, but it has so far
been unable to address their needs.
They are trapped by logistical issues, the
danger of crossing through an active
conflict zone, even sometimes the need
to stay on ship as skeleton crews. Natu-
rally, concerns over a global food crisis,
which the deal has sought to address,
should be top of everyone’s agenda. But
we cannot afford to ignore a separate
humanitariancrisis in the Black Seathat
has so far gone largely unnoticed.

The question urgently needs to be
istob Er—

trapped in these ports? Some 1,600 have
been evacuated already, but hundreds
remain, many of whom have been stuck
there since March. Some ships are
running low on supplies and clean
water, some seafarers need prompt
medical attention. These non-grain

They have kept supply
chains going and their
silent suffering should not
be collateral damage

carriers, such as container ships, often
have crews from dozens of different
countries on board. Yet as it stands, the
grain corridor is not authorised for the
use of evacuating ships stuck at port.

Events beyond their control have kept
individuals on more than 60 ships away
from their families and friends since the
beginning of the conflict, far beyond a
normal tour of duty. Seafarers are the
building blocks of trade around the
world. They have kept supply chains
going not just durmg this conflict, hul
during enor bal
as the Covid-19 pandemic. Their silent
suffering cannot be seen as acceptable
collateral damage.

In the coming months, there should
be a provision to evacuate these seafar-
ers from the conflict zone assoon as pos-
sible. The alternative is no way to treat
the people who keep the global flow of
trade moving. Stranded seafarerscanno
longer beleft simply tolanguish with no
indication of when thev might leave.
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In trying to stay neutral in an emerg-
ing superpower conflict, Indonesia is
reaching back to an older tradition. It

Us-Soviet summits of the first cold war
— high-stakes meetings, which took
place on neutral ground.
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conflict, Indonesia is
reaching back to tradition

their own countries’ histories.
‘Widodo performs a similar balancing
act on China. He knows that Chinese

rubbedoff onotherleadersatthe G20.
gideon.rachman@ft.com

US-UK security co-operation is unparalleled — and must remain so

Jane
Hartley

t's an important time for the United
Kingdom, which means it’s an
important time fnr the Umted

making the global economy stronger
and more resilient for years to
come. The US and the UK share the
world’s largest bilateral foreign direct

This stable flow of transatlantic
investment brings enormous benefits to
both of our countries, and we must look
to capitalise on it. The Biden adminis-
tratlon 15 partlcularly focused on

States and th
our two countries. As Prime
Minister Rishi Sunak gets started in
No 10, President Joe Biden and I send
America'scongratulations.
Now begins the next chapter of our
partnership. The US and UK face
i nd shared alobal

from mounting economic pressures
to the climate crisis and threats from
state and non-state actors alike. We
confront these challenges together,
driven by our common values and
desire to build a brighter future for
our citizens.

First, we must look to the economy.
The task in front of us is to address
present economic challenges, while

growth that

creates jobs and opportunities for
ities that haven’t traditi

prospered from international trade.

Indeed, the US recently made the
largest investment to fight climate
change in our nation’s history —$370bn
— with the aim of supercharging
our potential to drive clean growth,
bringing down costs for families and
giving rise to high-quality jobs for years
tocome.

This legislation proves how commit-
ted we are to accelerating the global
clean energy economy and will serve as
a platform for our work over the next
two weeks at COP27 and beyond. As
a diplomat and businesswoman, it is a

priority of mine to broaden and deepen
our collaboration with the UK on
climate change.

Second, our security co-operation
should remain unparalleled. The US
and the UK have worked in close part-
nership to support Ukraine in response
to Russia’s unprovoked aggression,
providing critical security assistance
and economic support to Ukraine while

America urges all
parties to |
Northern Irelan
1terests at heart

Keep

best

holding Russia accountable through
sanctionsand export.controls.

As the war moves into winter, we
‘will continue to work in lockstep with
our UK partners to suppert Ukraine's
heroic defence against Putin’s war of
aggression. Through bilateral security
co-operation, as well as through Nato
and Aukus, we will defend the rules-

based international order and the
principles we hold dear: freedom,
democracy, universal rights and the
Tule of law.

Third, the US believes that the EUand
UK must work constructively and
quickly to resolve the challenges over
the implementation of the Northern
Ireland protocol.

Irecently visited Belfast, where lead-
ers from several industries told me a
stable and predictable political climate
is essential for the futu.re grnwth of

of opinion over the implementation
of the protocol, but we also know that
an agreement is possible if all sides
bring renewed energy to the task.
The US urges all parties to continue
negotiating in good faith and keep
Northern Ireland’s best interests
atheart.

The US hasno closer ally than the UK.
Our militaries train together, our busi-
nesses innovate and grow together, our
scientists make discoveries together.
Students fmm all corners of the UK

their busi ie:
Northern Ireland is polsed to attract
but -eqUir:

certamty and clarity. A prolonged
stalemate or an agreement with
convoluted and burdensome regula-
tions risks sapping the region of its
great potential.

Next spring, we will mark the 25th
anniversary of the Belfast/Good Friday
Agreement. It remains a stunning
achievement to this day, and a reminder
of the economic and social progress
that only peace and stability can deliver.
‘We recognise that there are differences

* FINANCIAL TIMES

learn at our vice versa.
We celebrate each other’s victories
because we know our prosperity is
linked. That’s what makes our special
relationship so special.

‘We will face challenges ahead, but
throughout our long alliance, the
foundation of our success has always
been the result of close co-operation
and friendship. More than anything
else, deepening the bond between our
countries will be my greatest priority.

The writer is US ambassador to the Court of
Stjames

The future of the grain corridor deal
must allow them to return to their
homes, and to resume their careers.
Charities, seafarer unions and industry
bodies are doing their utmost on the
ground to supportcrews and to get them
back where possible. Now they need the
support of all parties to the ongoing
deal to recognise the scale of this issue
and commit to a practical evacuation
solution.

Agreement across the board on what
this might look like will of course need
delicate handling and precise negotia-
tions. When the initiative first began in
July, ships that were stuck in participat-
ing ports but were fit to carry grain were
allowed to join and make their way
back. Now any remaining seagoing
vessels should also be allowed to leave.
Parties may see potential for the corri-
dor to be expanded, or for evacuations
from mutually agreed locations as an
alternative option.

The Black Sea grain initiative has
beena joint su een
Russia, Ukraine, Turkey and the UN.
Part of this success is that it has not just
alleviated global concerns about food
security, but that it has given participat-
ing ships and those on board assurances
about their safety when carrying out
necessary jobs in the region. Almost 120
days in, there is now the opportunity to
go one step further and facilitate the
rescue of hundreds from their confine-
mentin the conflictzone.

The writer is secretary-general of the
International Chamber of Shipping
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COP27/Kerry plan:
credit due

US climate envoy John Kerry has two
big challenges. First, developing
nations still burn a lot of fossil fuel for
electricity. Second — as UK taxpayers
may soon find out — governments do
not have a lot of money going spare.

Kerry is set to propose a voluntary
scheme for big companies to fund the
decarbonisation of power systems in
the developing world. That would
make political and economic sense.

There is a cost curve to global
emissions. Phasing out coal or
increasing renewables in countries that
are sunny is cheaper per tonne of CO;
than adding more solar to cloudy
Germany’s power grid. And that is
before we get on to the really costly
stuff, like installing heat pumps.

Suppose a €1bn investment buys you
roughly 1GW of solar panels. In Algeria
these will run for 2,200 hours a year
versus 1,000 in Germany. The resulting
renewable electricity will cost roughly
half as much. Land costs would be
lower. Integration expenses should also
be more affordable, for the reason that
the local grid would not have a lot of
intermittent renewables in it already.

Companies can already try to finance
decarbonisation schemes via
“voluntary” offsets. However, they
have struggled to find credible projects.
An example would be “safeguarded”
forests subject to little threat of logging.
The Kerry plan could help by targeting
big energy infrastructure schemes via
the governments of recipient countries.

The pitfall is that multinationals may
feel lnﬂe compu]smn to spem‘]

lders’ money on di
power grids in developing countries. It
is not really their responsibility. Under
current “science-based” rules
emissions targets, they would not get
any credit for doing so.

That may yet change. There is talk of
allowing companies to count emissions
reduction credits to offset a small part
of their own footprint. This smacks of a
conceptual fudge. But it might jump
start the market. There are other
reasons companies might choose to
voluntarily tax themselves — including
the kudos of joining the Kerry club.

But the cleanest solution would be
for developed countries to impose a
tax. They could direct receipts into
long-term infrastructure projects at

home and abroad. That would spur
private investment made voluntarily.

More than anything, the Kerry plan
points to the need for a multilateral
transition plan for capital allocators to
work to.

Foxconn/Apple:
fencing lessons

Newscasts showing Chinese workers
scaling fences to escape the world’s
biggest iPhone factory have proved to
be a leading business indicator. Apple
has warned that shipments of its latest
smartphone models will miss forecasts.

The difficulties facing Apple and its
manufacturer Foxconn are just the
start of industrial ill-effects from
China’s drastic zero-Covid policy.

Chaos has reigned inside a
Zhengzhou plant run by main supplier
Hon Hai — the name under which
Foxconn is listed in Taiwan. Employees
fled harsh living conditions. Some
reportedly walked 25 miles to get away
from the campus where 200,000
people live and work. Global shipments
of the high-end iPhone 14 Pro and
iPhone 14 Pro Max will be delayed.
Analysts had not accounted fully for
this in their forecasts. They already
expected iPhone production to fall by
as much as 30 per cent last month at
the Foxconn plant due to lockd

Ithaca: isles play

have

for UK

and

from their historical correlation

with the oil price. North Sea producer Ithaca Energy is nonetheless listing in London at a mulfiple towards
the top end of its out-of-favour peer group.

UK exploration and production groups are out of favour

Share prices rebased in $ ferms

Harbour Energy
UK exploration and production index
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Source: Refinit
If investors have learnt one thing

from the Ukraine war, it is that
energy security merits a premium.
But the premium accorded to Ithaca
Energy is still less than its owners had
hoped for.

The North Sea oil and gas producer
is pricing its UK initial public offering
at the lower end of the range. That
would give it a market capitalisation
of up to £2.7bn ($3.1bn). Despite high
oil and gas prices, the market
remains down on companies that get
hydrocarbons out of the ground.

Even as recessionary fears in the
west grow, Brent crude remains at
a]mosl $100 per barrel. The market

is still ing with lower forecast

Now, even when lockdowns ease, a
lack of workers could mean prolonged
disruption. Foxconn, which accounts
for 70 per cent of global iPhone
shipments, has increased the bonuses
for employees that work without
taking leave by up to ten times the
previous figure. It has offered as much
as 75 per cent increase on base salaries.

That will be unsustainable for a
business with razor-thin operating
margins — less than 2.5 per cent last
year. The fourth quarter is a crucial
period for sales. Apple will receive a
smaller boost than typically follows the
launch of new models.

Itis not just Apple and Foxconn that
will mﬁer All Chinese-based

and their ar
exposed. China’s exports and imports
unexpectedly fell in October, the first
such decline since 2020. Exports
dropped 0.3 per cent, missing market
expectations of a 4.3 per cent increase.

Beijing’s tough line on containing
Covid is unlikely to soften to please

supply from Russia and Opec.
But capital markets remain fixated

‘businesses in the US and Europe with
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on the longer-term reality that fossil
fuels are on the way out. This is
reflected in record low valuations for
‘UK E&P groups, which are also facing
windfall taxes. The sizeable dividend
promised by Ithaca was supposed to
help investors look past that.

Israeli E&P Delek Tthaca
from the London market in 2017. It has
since been as a North Sea consolidator,

Ithaca Energy
Source: companies
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Harbour Energy

shares look fully valued. An
enterprise value of $4bn equates to
$16 per BOE that is proven or
probable. Its UK peers are a third
cheaper on average. Harbour Energy,
the UK’s largest explorer producing
mostly gas, trades at around $11.
Ithaca does expect lucrative cash
flows; dividends of $400mn are
slated for next year. A yield of 14 per

acquiring Chevron’s assets there for cent is double the current forward
$1.7bn in 2019. thaca completed a yield for the UK sector.
$1.5bn acquisition, including a majority But financing remains key. Equity
in the Cambo field, with private equity mvesl.ors are not the only ones that
groups and this pd ld on oil and gas. Ithaca
‘'year. Total production might hit must refinance $625mn of 2026 notes
80,000 barrels daily of oil equivalent to free itself of payout restrictions.
next year, with a target of 100,000 ‘With financial conditions tightening
expected in the medium term. globally, that task will make tapping
Even so, on a reserves basis, its oil wells look like the easy bit.

money economy and the advent of a

Prosecutors must show that executives.

Walgreens:
Summit of its ambitions

Americans with minor ailments are not
the only ones seeking treatment from
walk-in urgent care centres. Walgreens
Boots Alliance is hoping the sector, a
fast-growing segment of US healthcare,
can provide a salve for its own aches
and pains. Its Village MD division is
buying Summit Health-CityMD, in a
deal worth $8.9bn, including debt.

Itis not a straightforward purchase.
‘Walgreens had hoped to use proceeds
from the sale of its struggling Boots
chain in the UK to fund its push into
healthcare services. Having shelved
disposal plans earlier this summer, it
now needs to get creative.

Under the terms of deal, parent
‘Walgreens will put $3.5bn into the
takeover in a mix of debt and equity.
cigna’s healthcare unit Evernorth is
also investing, and will become a
minority owner of VillageMD.
‘Walgreens will remain the majority
shareholder with a 53 per cent stake.

Village MD is paying the equivalent
of 19 times Summit’s estimated
adjusted ebitda for the current year,
the companies said. That is hardly a
bargain considering Walgreens itself is
trading on just 8 times.

But it does not have much of a
choice. Owning physical drugstores is
not the cash cow it once was. Rival CVS
has built a more diversified business.
This includes a large pharmacy benefit
'management business and a leading
health insurance division. Walgreens
remains overly dependent on its nearly
9,000 stores in the US.

‘which it is at loggerheads. The ‘more aggressive administration in knew they were making false claims Competition for healthcare assets
economic damage can only worsen. ‘Washington means business moguls and that investors relied on the has also become fierce. Amazon and
suddenly need to watch their mouths. information. A common defence is that | CVS have struck multibillion-dollar
The government alleged anlePass courts have not. mmmahsed “puffery”, | dealsin the sector in recent months.
MoviePasleoJ: knew that offering all-y that can be istic about Summit Health has more than 370
. cinema films for $9. 95 per month was their businesses in ways that should primary, speciality and urgent care
pUHer fish ing not viable, but gave a different not mislead investors. clinics in the US. Growth has been
impression in interviews, press releases The DoJ will allege that MoviePass driven by demand from newly insured
For failed founders, the worst and securities filings. Lawyers for one executives made precise statements Americans and others frustrated by
consequences used to be i 1gm]mmy and | defendant, Ted Farnsworth, said he about the mmpany’s business model, long waits at emergency rooms.
poverty. The Biden was he acted in good faith ilities that aid the deal would be
keen to add prison time to that list. The and would be vindicated. ‘were ml.egnrlm]ly untrue. These were accretive to adjusted earnings from next
US Department of Justice has charged The charges follow the convictions of | relied upon by public market investors, | year. It raised its revenue goals for fiscal
‘two former executives of failed start-up | Trevor Milton of Nikola and Elizabeth it will say. It would be wrong to second- | 2025 by a third. Sometimes a bitter pill
MoviePass with securities fraud. Holmes of Theranos. The pair founded | guess US courts. But all bubbles appear | isbest swallowed with a smile.
The ethos of so-called “hustle a hydrogen truckmaker and a blood obvious with hindsight. In a bull
culture” was celebrated in the go-go test company respectively. Both were market, investors should ponder how e
noughties with such zingers as “fake it charged with lying to investors about ‘weak business models and . For notes on foday’s stories
ill you make it” and “move fast and business prospects. Criminal securities | management promises may appear in go to www.ft.com/lex
‘break things”. The collapse of the easy- | fraud is, however, very hard to prove. the cold light of a correction.
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1 Lifeguards caught cavorting?
‘Outrageous! (11}

7 Cockney’s shock appearance 3)

9 Rees-Mogg is such a woolly individual
)

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F 11%2F08&ts=20221107203207 &uq=20220804 103507

19/44



2022/11/8 20:12 All pages from Financial Times (Asia), Tuesday, November 8, 2022

10 Keeping form of punishment new
12 head introduced (9)
[ [ L T 1] W= [ [ | e monotowunersmyensa
pproblem (9)
. . 12 Teacher back in Casualty in spring (5)

13 Reportedly the first person to use Ray-
Bans? (7)

15 Third son’s name registered in
Somerset House (4)

18 Sound of river provoking cries of
wonder (&)

20 Biased and incomplete (7)

23 Chap from Middle East retiring very
soon (5)

24 5 for pioneer? (9)

26 One's patrons tell niece off (9)

27 Stop patient swallowing a drug (5)

28 Roval couple go astray (3)

29 Group piloted an aircraft once (3,8)

DOWN

| |
1Gloomy Democrat given the boot (8)
2 Philosopher needing help to collect old
banger (&)

3 Heretic's dance enterfaining bishop (5)

4 Who will investigate if singer gets run
JOTTER PAD e R
5 Priests who've not been celibate? (7)
6 Alec’s rant upsef royal house (9)
7 Bitter investigators in US agency sent
north (6)

g u
8 Guide had a word with Charles's mum
©
Solution 7,245 14 A moonlit scene uliimately making a o o I e a
you sentimental (9)

HINESEHNE HulEEE 16 Sack everyone blocking women'’s
online protection (8)

17 Bachelor lounged about in club (8)
19 Exclude contrary American while away

%)
20 Introduce Penny to shrink (7}
21 Shifty-looking yob briefly faking
heroin in church (6) . .. o . .
22 Sex with American in lima? Itll cost Brands can help in a cost of living crisis by cutting their

marketing budgets. \Wrong. We have more than 40 years
of evidence that a short-term reaction is never as effective
as long-term investment. For brands or the economy as

a whole. Find out more at #EffWorks

you (&)
25 Run over MP, losing head at last (5)
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Managing Climate Change

Tuesday November 8 2022 www.ft.com/reports
COP27 The question of
{ ) who pays to help poorer
countries cope with
L oss and damage’ set T
be high on the agenda,

writes Camilla Hodgson

to dominate UN talks o

summit are gearing up

for a renewed battle

¥ over whether rich coun-
tri providefi ial support to

i developing nations, to help them cope
it with the consequences of rising global

2 te
2 y g ¥ The question of so-called “loss and

7 damage” funding for developing nations
has been contentious for years, with rich
countries reluctant to accept financial
o ‘ h d

p y for
by industrial activity and offer compen-
sation to poorer countries.

But many developing countries, such
asthe low-lying Pacificisland states vul-
nerable to sealevel rise, are stepping up
their demands. They want to see the cre-
ation of an international loss and dam-
age finance facility —a type of fund —at
November’s COP27 UN summit, hosted
by Egypt.

“Wealthier countries bear a moral
responsibility” to help poorer nations
recover, adapt and build resilience to
disasters, said Antdnio Guterres, UN
secretary-general in October. “Let’s not
forget that 80 per cent of emissions driv-
ing this type of climate destruction are
fromthe G20

Alex Scott, an analyst at environmen-
tal think-tank E3G, says the UN summit
will be a test of how willing governments
are to grasp what's needed to address
growing climate impacts — particularly
after the recent devastating floods in
Pakistan.

Wwithout some movement on the sub-
ject of paying for loss and damage, “the

A = == — = = =1 - S = = legitimacy of [the UN process] will be
Extreme weather takes hold: people wade through a flooded area after heavy monsoon rainfall in Pakistan’s Punjab province in August — abcuiMajeeciGety images Continued on page 2
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COMMITMENT

is lving into a

com;any toward 2050.

mobility and business operations

entrusted in our care. Together with you.
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Managing Climate Change

‘Loss and damage’ debate set 1o dominate COP27

Continued from page 1

challenged,” argues Laurence Tubiana,
chief executive of the European Climate
Foundation.

While last year’s COP26 summit in
Glasgow attracted much fanfare, and
was attended by political and business
leaders from around the world, the con-
ference in Sharm el-Sheikh is expected
to be a more procedural and low-key
event.

The Egyptian presidency wants to
place the focus on the implementation
of the wide range of promises made
since the 2015 Paris accord, which
broadly divide into efforts to reduce
emissions, adapt to climate change, and
provide money to help the most vulner-
able countries doboth.

“The number one priority is imple-
mentation,” says Wael Aboulmagd,
Egypt’s COP27 ambassador. “Everyone
hastobepartof the conversation.”

However, only a handful of countries
had updated their emissions reduction
plans by the end of October, despite
pledging in the COP26 agreement to
“revisit and strengthen” them by the
end of 2022.

Current pledges by nations that have
signed the agreement put the world on
track for a temperature rise of between
2.4C and 2.6C by 2100, the UN Environ-
ment Programme said in October,
which is above the Paris Agreement’s
redline target of 2C. Ideally, warming
would be limited to 1.5C, though tem-
peratures have already risen by atleast
1.1Csince pre-industrial times.

Aboulmagd said in a recent briefing
that the Egyptian team had been “work-
ing the telephones” to encourage coun-
triestoupgrade their pledges.

Rich nations had promised to mobi-
lise $100bn a year in support of poorer
countries by 2020. But research shows
they fell short, at $83.3bn. Most recent
estimates by US climate envoy John
Kerry suggest the figure may have since
reached $90bn. But, in addition to sub-
scribing to the full amount, signatories
need to agree on a new target for cli-
mate-related financial aid to be deliv-
ered from 2025.

Meanwhile, China and the so-called
Group of 77 — a coalition of developing
nations at the UN — will propose that
loss and damage financing be included
as an important topic for discussion on
the official COP27 agenda, which is due

8 s

Damage control: a family in Madagascar faces challenge of drought — crarie sibbyet

tobe finalised at the start of the summit.

In Glasgow last year, rich nations
rejected a proposal for a loss and dam-
age finance facility, although countries
agreed to start a “dialogue” on the issue.

Whilethe calls for the creation of such
a facility have grown increasingly loud
in the run-up to the talks in Egypt, any-
thing included in the final COP27 agree-
ment will require the unanimous
approval of more than 190 parties to the
Paris Agreement.

Nevertheless, the Egyptian hosts say
they are committed to making progress
on the issue, and have appointed minis-
ters from Chile and Germany — includ-
ing Jennifer Morgan, the former execu-
tive director of Greenpeace who is now
Germany’s climate envoy — to co-ordi-
nate discussions on the subject at
CoP27.

‘Vulnerable countries will be hoping
these talks are fruitful, as they did not
leave Glasgow with “any amount of sat-
isfaction” on loss and damage, says

P

fre &

Aboulmagd. “We all have a collective
obligation to ensure that this issue is
addressed, and particularly the funding
side of it.”

Conrod Hunte, deputy chair and lead
climate negotiator for the Alliance of
Small Island Developing States, saysit is
important that any agreement on loss
and damage includes a financing ele-
ment. “We're reaching our breaking
point, our limit, both literally and figu-
ratively,” he says.

However, during New York climate
‘week, in September, Kerry pushed back

Rich nations had promised
to mobilise $100bn a year
o support poorer countries
by 2020. But research
shows they fell short

onthe need for financing specifically for
loss and damage, arguing the focus
should instead be on so-called mitiga-
tion projects. He has since said the USis
prepared to discuss loss and damage
financing at COP27. The EU is expected
toresisttheidea of creating a fund.

Reaching a unanimous agreement —
letalone one thatincludes a decision on

p isalwaysa chall
the COP, but itislikely to be particularly
difficult this year given the geopolitical
context.

Russia’s invasion of Ukraine has
fuelled energy, food price and wider
inflation crises, while US-China rela-
tions are fractured.

Poorer populous nations, such as
India, have stressed the need for finan-
cial support if they are to transform
their energy systems and economies to
limit greenhouse gas emissions, while
richer nations are now also scrambling
to provide support to their own citizens
amid a worsening cost of living crisis,
with their budgets already depleted by
pandemic support measures.

Yet scientists and international bod-
ies such as the IMF have outlined the
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grave cost to all countries of b
on decarbonisation and climate change
commitments, and said rich nations
must provide support for the most vul-
nerable. Climate justice is expected to
be an especially prominent topic at an
African-hosted COP, as aresult.

Speaking at the Africa Adaptation
summit in September, Moussa Faki
Mahamat, chair of the African Union
Commission, said there was “a strong
i between Africa’sr ibil
ity [for climate change] and the volume
of resources it receives” for mitigating
and adapting to the crisis. “Thisiswhere
one of the most shocking injustices
towards our continentresides.”

E3G’s Scott says the world is at “a mul-
ti-crisis moment” — but COP27 must
«demonstrate progress and co-operation
among leaders on climate finance,
reducing emissions and transforming
thereal economy.

“It’s possible that it will be very disap-
pointing and then the story out of
COP27 is one of failure and lack of com-
ing to grips with the scale of the chal-
lenge,” she warns. That would only pile
the pressure on to next year, when it is
likely that geopolitical events and
energy crises “still won’thave letup”.
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ADVERTISEMENT

Project Envisioning the Future of Private Equity

Using the Power of Investment to

Foster a Sustainable Society

There are more opportunities to capitalize on private equity (PE) funds as the world more greatly emphasizes initiatives to improve
corporate value and realize a sustainable society. Many experts took the stage for the Project Envisioning the Future of Private Equity held
at the Nikkei SDGs Festival on September 15, 2022 to discuss the role and significance of PE funds in encouraging a behavioral change of

investees toward Environmental, Social, and Governance (ESG) standpoints as well as the challenges in fostering growth.

Influencing a Behavioral
Change in Management

<Remote Presentation>

Michiko Ashizawa

Associate Professor, Yokohama City University
Visiting Scholar, Stanford University

i
Michiko Ashizawa

The power of investors can incite a behavioral
change in companies and contribute to realizing
a sustainable society. As a means to this end, the
United Nations has been advocating the Princi-
ples for Responsible Investment (PRI) since
2006. Every PRI signatory must determine
where to invest by fully idering all three

PE funds as one structure in line with the PRI
PE funds not only raise the money from inves-
tors to make investments but also participate in
the management of an organization receiving
that investment. By improving corporate value,
these PE funds also increase returns to their
investors. This immense influence over inves-
tors and corporate management becomes the
driving force to realize a sustainable society.

Asa nesu.lt PE ﬁmds are actively :ngngmg in
ESGi i Ad Partners
sustainability as a memendnus future business
opportunity. Its PE funds undertake a five-step
ESG evaluation process of companies receiv-
ing an investment starting before the invest-
ment through the equity sale.

Polaris Capital also focuses on ESG topics
outside the issue of climate change. For exam-
ple, this firm sees the social issue of diversity
as a future growth opportunity in addition to a
risk factor,

Let’s take a look at four challenges PE Funds
will face in the future. The first is establishing
an ecosystem. Experts from a wide variety of
fields are necessary to overcome the obstacles
toward sustainability from those in natural
sciences and engineering to others in business,
law, the social sciences and humanities. My
hope is for PE funds to present a vision that
brings together all these players in a leadership
role to build this ecosystem.

The second challenge is the pursuit of ESG by
the PE funds themselves, For example, PE funds
in Japan have an extremely low ratio of women
in ‘We first need to start with issues

ESG viewpoints.
Therein, the United Nations has designated

like this that are right at our doorstep.
The third challenge is the debate I hope to

see about the potential of impact investments in
the private equity field.

The fourth challenge is for PE funds to work
to realize strategic rulemaking through govern-
ment agencies. The reason California is able to
promote the standardization of electric vehicles
is the fact that the state has no internal combus-
tion engine vehicle industry. Japan is no differ-
ent. I want PE to Iake on the cha].lenge uf

crealmg dlsmphve mnovahon in areas whene
Japan is lagging behind.

Improving Corporate Value
by Bolstering Strength

Atsushi Abe

Chairman of the Board and Nomination Committee
Chair of Fujitsu Limited,

Board Member and Audit Committee member of ON
Semicanductor Inc.,

and Managing Partner of Advanced Solutions, Inc

<Interviewer>

i Sakai
Nikkei ESG Publisher

Sakai: Would you mind telling us about why
you become involved with PE funds along with
a bit about your background?

Abe: I began working as an investment banker
in Silicon Valley in 1993 after a stint at a trading
company. [ primarily worked on capital
markeu transacuons and M&As [mergers and

] for

would be able to sustain their

B#E NIKKEI

SDGs
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Sakai: Most people do not know very much about
the role PE funds play outside financial institu-
tions. Would you mind giving us some insight?
Abe: A lot of people in Japan have a negative
lmpressmn of PE funds as having a short-term,
ion, with their
mn by financially oriented professionals with no
clue about the underlying business. However,
PE funds work with multi-year plans to build
corporate value and form a management team
comprising highly qualified experts for each
investment. De-listing often allows them to take
bold action based on a long-term vision without
the need to deal with public sharcholders,
Meanwhile, listed companies in Japan are
pressured to deliver quarterly results, making it
difficult for them to embark on fundamental
business reforms if they accompany losses;
changes may take multiple years to accomplish.
Sakil Why is ESG so important?

They all held cookie-cutter busmcss portfolm

that inchuded person-
al computers, IT services, or appliances.
Although the consolidated scale was quite large,
each business segment was relatively small, only
finding themselves sub-scale players in their
respective busmms segments globally. As a way

come to occupy the major-
lty of the workforce, companies will need to
align their purpose and behavior to the core
values of millennials. Millennials are known to
regard companies that don’t make the greater
good of society their priority as disposable.
Having a well-defined ESG policy and conduct
will thus become increasingly important in

to enhance the , 1 proposed
focusing on c:mm busmess segmems and
building scale through consolidation. Manage-
ment at these companies agreed with the concept
as bemg a logical one, but none took action.

primarily in the 1T [mfm'matmn technology]
industry. Through this work, Ibegan Lo wonder
if large Japanese

anking to join a PE fund
in 2004 with a hope to facilitate such consoli-
dation tbrough the use of capital and help

restore

a high-quality workforce. As we all
know, people are the most critical resource in
building corporate value.

Sakai: What expectations do you have for PE
funds?

Abe: 1 want to see many PE funds show exam-
ples of success. With a successful track record,
I know Japan can regain its competitive edge
through PE funds.
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US faces challenges in bid to hit Paris goals

Clean energy Joe Biden
has committed $369bn
to green initiatives, but
more may be needed,
says Aime Williams

oe Biden’s flagship economic

legislation represents the larg-

estsingle US investment in cli-

mate and clean energy pro-

grammes in the country’s his-
tory. But even more work is needed if
the world’s leading economy is to meet
its Paris climate goals, analysts say.

The US has committed to reducing its
greenhouse gas emissions by 50 to 52
per cent below 2005 levels by 2030.
‘When all the effects of the recent legisla-
tion, called the Inflation Reduction Act,
are factored in, research from Rhodium
Group suggests that the country is on
track fora 31to 44 per cent reduction.

So, tomake up the shortfall, Rhodium
reckons the US will need more federal
regulation to limit power plants” emis-
sions and decrease those from cars and
trucks. Also required will be more
climate-friendly infrastructure and
transport policies from states, and the
faster retirement of coal- and gas-fired

stations.

In modelling how the US could halve
its emissions by 2030, the researchers
assluned that all power companies that

ing 100

pols

Transformed: wind turbines installed on the site of an exhausted coal mine in Oakland, Maryland — crip somodeviliaGery Images

drawn political attention to the increase
in US petrol prices, and forced Biden
both to cut federal fuel taxes and release
millions of barrels of oil from strategic
Teserves.

Climate advocates havealso criticised
the Biden administration for backing
the expansion of infrastructure for lig-
uefied natural gas imports across
Europe, and for meeting Japanese offi-
cials earlier this month to discuss US
LNG exportstothe country.

Jennifer Hensley, a director at climate
advocacy group the Sierra Club, says the
positions on LNG expansion and the
release of strategic reserves are “unfor-
tunate” and that building out LNG infra-
structure in the US or Europe would
“notaddress the [energy] crisis now”.

“Expanding LNG terminals — that is
going to take a couple of years for that
gas to actually hit the market,” says
Hensley. “And, at that point, we have
built infrastructure and we're going to
hear the industry saying ‘these are
stranded assets, we can't possibly retire
them’. So, yes, from that perspective,
that’s disappointing.”

Collin Rees, of environmental cam-
paign group Oil Change International,
says that while the IRA moved the US
towards significantly reducing its emis-
sions, the US is not doing enough to
reduce emissions globally.

“It’s really a question of how are you
setting both the US and the world up to
get those final parts of emissions, and
that’s where something like the LNG

per cent clean moved theu' targets for-
ward to2035.

“We should not minimise the extent
to which this [ambition] is a huge lift
across not just the federal government,
but across all state governments, to get
to this,” says Ben King, an associate
director at Rhodium’s energy and cli-
matepractice.

The Inflation Reduction Act seeks to
enable this with some of the most signif-

icant legislatinn tn mitioate climate

of dollars of tax credits designed to
supercharge development of a US clean

A further $27bn is aimed at suppurt—
ing the rollout of nascent tech

The longer-1 mrm hope, saysTucker is

that reduce emissions and $20bn for

energy’ mdush'y and speed the adoption
of electric vehi try.

About $30bn in grants and loans are
available to utilities to help their transi-
tion to clean energy, while $6bn in
grants and tax credits are available to
help some of the worst polluters in
industrial manufacturing — including
chemical, steel and cement plants — to
lnwer their emissinns

rural ities to invest in climate-
friendly agricultural practices, forest
restorationand land conservation.

Tax credits are also available to pro-
spective buyers of electric cars and to
poorer people who want to switch from
oil or gas heating of their homes or
install green technologies, such as heat

mmmns and salar nanels

that thei din theleg-
islation will encourage the rapid growth
of the green industry across the US, in
turn makingita potent political force.
“What the IRA does is begin to level
the playing field by giving green capital
as much or closer to the power of the
incumbent fossil fuel uldusn'y” he says

“You

reach the Paris goal, including a recent
ruling by the Supreme Court that cur-
tailed the power of the US’s top environ-
mental regulator.

In July, the court’s conservative
majority struck down an obsolete
Obama-era plan to shift power genera-
tion away from coal-fired plants and
towards renewable sources across the

influence, so that pullr:ymakers are
heine resnnnsive tnthe new oreen cani-

grid.
Thejustices, mvakulga legal principle

known as the “maior anestions” doe-

build-up becomes really concerning.”

FT Climate Capital
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ch:nge enamd in the US commm:mg
$369bn to environmental and clean
energy initiatives. It passed in August,
though Congress may block further pro-
posalsby the Biden administration if the
Republicans win a majority in either the
Senate or House of Representatives in
today’s midterm US elections.

‘The Inflafion Reduction
Act marks a clear pivot
away from decades of more
neoliberal-oriented policy’

Centralto the programme are billions

All pages from Financial Times (Asia), Tuesday, November 8, 2022

e

Todd Tucker of the Roosevelt Insti-
tute, a think-tank, says the legislation
represents a “big shift” in US thinking:
“It marks a clear pivot away from dec-
ades of more neoliberal-oriented pol-
icy . .. were going to actually see a
proper role for the government and for
the public sector in directing the indus-
‘trial future of the country.”

e e e e e e
talandgreen labﬂur”

Biden’s approach contrasts sharply
with that of his predecessor, Donald
Trump, who announced in 2017 that he
would withdraw the US from the Paris
accord, struck in 2015. The US left in

2020, then rejoined under Biden.
But the current admmlstmuun has
suffered setbacks to its ambi to

m.ue. smd that they expected Cnngess
tolegislate more dearly for “how much
coal-based generation” there should be
acrossthe US power grid.

The ruling throws the regulatory
power of the Environmental Protection
Agency into doubt.

Meanwhile, Russia’s war in Ukraine

has p a energy crisis,

READ MORE ON FT.COM

For COP27 coverage and all the
latest climate change news in one
place, vi
ft.com/climate

Australia takes
steps to catch up
on climate action

Climate policy

The business community is
encouraged by targets set so
far, writes Nic Fildes

Thodey is also chair of the Climate
Leaders Coalition, a forum of nearly 50
top businesses in the country including
BHP, Rio Tinto and Qantas, which
formed last year to compare decarboni-
sation strategjes.

“Inthe ab politicalleadership,

Anote Tong, the former president of the
Pacific island nation Kiribati, has high
expectations ofhislarger neighbours.

“I'have looked to Australia to be a
leader in climate change,” he says. But
the country’s climate policies over the
past decade have been mostly disap-
pointing for Pacificislandleaders.

“Climate change isalways made out to
be a Pacific islands problem,” Tong
notes. “Itis not. It is a global problem. It
isan Australian problem.”

He was speaking on a trip to Sydney
following the May election of Australia’s
first Labor prime minister in almost a
decade, Anthony Albanese.

The result swept aside Scott Morri-
son, who uncebrandjshedalmnp olcoal
in parli:
commitment to the fossil fuel].ndustry
and whose policies had earned the coun-
try a global reputation as a climate
change laggard.

The Greens and i pro-cli-

d d

historically, we have just decided to get
onwithit,” says Thodey.

He says many chief executives were
already under pressure from sharehold-
ers and their own employees to tackle

li h: and believ i
should share their experiences of
switching to renewables and reducing
“scope 3” emissions — the greenhouse
gases emitted across a supply chain and
in the use of their products. That way,
they can learn from each other and
workout best practices.

“We need to avoid gr and

Labor leader: Anthony Albanese

Yet Australia’s climate policies are
still not ambitious enough for some.
Albanese and his ministers have
stressed how tough the 2030 target
is but have refused demands from the
Greens for a moratorium for new fossil
fuel projects — including coal — as it
‘would have a devastating impact on
Australia’s economy and workforce.

The Greens have called for amend-
ments to environmental laws to at least
stop projects that would emit more than

put reality on the table,” he suggests.
“Most people have a commitment to
decarbonisation but [they] have ques-
tions aswell.”

The country’s critical minerals sectur
should benefit from decarboni:

of carbonayear.

Euan Ritchie, an ecology professor
‘with Deakin University in Victoria, says
much more needs to be done, pointing
out that a number of speciesin Australia

are under severe threat of extinction
TrTia e

it supplies the nickel, lithium and rare
earths needed by battery makers, elec-
tric vehicle manufacturers and renewa-
ble energy companies.

ile, the d tran-

mate “Teal” candidates also d1d wellin
the election, the latter gaining affluent
seatsin Sydney and Melbourne.

It therefore promises a new era for the
country, after yearsin which climate has
been a divisive political issue. Austral-
ians — who have endured devastating
bushfires and floods in recent years —
have seemingly voted for change.

Already, the new government has
passed a bill to bind the country to
reducing greenhouse gas emissions by
43 per cent from 2005 levels by 2030.
The bill also enshrined a commitment
to net zero by 2050, which Albanese
said would put the country on the “right
side of history”™. It coincided with a gov-
ernment decision to block a new open
pit coal mine located 10km from the
Great Barrier Reef.

David Thodey, who chairs software
company Xero, says the business com-
munity has been encouraged by these
decisions for being on the “practical end
ofthe spectrum”.

sition — bolstered by government sup-
port of renewable projects and a new
A$20bn fund unveiled in the budget —is
alsoseen as an opportunity.

‘In the absence of polifical
leadership historically
we have just decided to
getonwithit’

Star of the South, backed by the Cbus
superannuation fund and international
investors, plans to construct Australia’s
first offshore wind project off the south
coast by 2030, and chief executive
Charles Rattray says government deci-
sionshave helped advance the project.

“By setting targets and committing to
clean energy — including offshore wind
— Australia has become a vibrant place
toinvest,” he says.

The plight of the Bramble Cay melo-
mys — a small mammal that was the
first to be declared extinct due to cli-
mate change as rising ocean levels
‘wiped out its habitat — emphasises the
risk of inaction, saysRitchie.

“Political commmnems appear ‘wafer
thin when th tinue

Food and energy crises threaten
to distract from climate talks

Energy

Global shocks have pushed
nations to look inwards, but
some hope COP will refocus
attention on the climate
crisis, writes Jessica Rawnsley

Delegates will arrive at COP27 in Egypt
this week preoccupied. The UN climate
summitcomes at a time of international
tumult, with Russia’s weaponisation of
gassupplies as part of its war in Ukraine,
and the ensuing food and energy shocks,
triggering worldwide price hikes and
economic woe.

Some fear the gas and food crises
could derail negotiations on carbon
emissions, stalling the world’s clean
energy transition at a critical juncture.

“So far this year, the geopolitical situ-
ation has completely sapped momen-
tum,” says Tom Evans, a policy adviser
at climate think-tank E3G. As m.ﬂauon
bites and I

Food has finally been dragged up the
agenda, says Agnes Kalibata, president
of the Alliance for a Green Revolution in
Africa, having been “the missing piece
in climate negotiations for far toolong”
This year, a coalition of international
food organisations is hosting the sum-
mit’s first pavilion dedicated to food sys-
temchange.

However, while the energy crisis has
exposed the fragility of relying on fossil
fuels from potentially hostile neigh-
bours and the better longer-term eco-
nomics of renewables, the immediate
reaction of most governments has been
tobuild up fossil fuel resources.

At COP26 last year, the summit’s pres-
ident Alok Sharma said countries were
turning their backs on coal. But he was

‘This COPis not just a

climafe conference. If's fo
help the world address all
these intersecting crises’

firefighting at home has distracted gov-
ernments from the fiercer blaze on the
horizon.

Food and energy shocks have caused
nations to turn inwards, to shere up
domestic energy supplies and protect
grain stocks. Evans says the situation is
different from that of COP26 last year,
when the circumstances of the pan-
demic fostered a more co-operative
spirit. “Back then, we had a much more

pace”

‘toapprove the destruction of the homes
critically endangered species depend
upunj hesays

Now, war in Ukraine has brought geo-
political divisions and battered a global
food system already weakened by
Covid. D ing nations in Asia and

targets are far below what climate

Africa find themselves at the centre of

tists say are essential”

For Pacificislanders, who also face the
threat of a rising ocean, the Australian
government’s policies hit close to home.

Albanese was quick to visit the region
after the election to stress the renewed
focus on net zero, and subsequently
increased development aid and relief —
such as funds to Kiribati for drought
assistance — totheregion.

But some are holding back judgment.
“The main frustration is the gap
‘between what is said and what is done,”
says Tommy Remengesau, a former
president of Micronesian country Palau.
“We're hoping that this time around it is
adifferent story.”

these shocks, compounded by extreme
weather that has seen drought ravage
crops and pushed communities in the
Horn of Africa and elsewhere to the
brink of famine.

But others hope this collision of crises
could spur change at COP27. “The fact
that this summit is going to take place
on the front lines of the convergent cli-
mate, food and energy crises in Africa
offers an opportunity like never before,”
argues Mohamed Adow, director of
energy and climate think-tank Power
shift Africa. “This COP is not just a cli-
mate conference. It’s a conference to
help the world address all these inter-

ingcrises”

* FINANCIAL TIMES

almost moved to tears by the failure to
convince China and India to agreetoa
phaseout of coal in the final agreement
stage of the Glasgow talks.

Some leaders are still not willing tolet
fossil fuels go. The UK recently tried to
lift a moratorium on fracking. President
Joe Biden was seen fist-bumping
Mohammed bin Salman, Saudi Arabia’s
crown prince, in July, in a plea for more
oil. Germany’s chancellor Olaf Scholz

Well connected: a Ugandan eil facility

also visited the Gulf state in September
tosecure energy imports. From Japan to
the Netherlands, nations are building,
reopeningor delaying the closure of coal
power stations while investing in oil and
gasdevelopment abroad. Even the UN’s
Race to Zero initiative has removed an
explicit ban on financing new coal
projects from its guidelines. It is
unlikely that the words “phaseout” will
appearin any COP27 texts.

Although some of these movesmay be
short-term, they still take countries fur-
ther from their net zero emissions tar-
gets. And the pledges and nationally
determined contributions (NDCs) —
legally binding targets to reduce green-
house gas emissions — put forward at
cop26will not be enough to limit global
warming to the redline target of 2C from
the Paris agreement, even ifmet in full.

Only a small number of governments
have strengthened their NDCs since
then, so negotiations are more likely to
focus on getting countries back on track
with reductions and implementing
plansto turn those pledges into concrete
action.

Energy will be one of many faultlines
between developed and developing
nations, and these divisions will set the
tone of all talks. In Glasgow, developing
countries argued they should not be
denied the opportunity to boost growth
by exploiting their natural gas and oil
reserves. Now, some western countries,
having historically blocked the invest-
ment of development funds in these sec-
tors, are trying to establish new sources
of fossil fuels in low-income countries,
sparkingaccusations of hypocrisy.

“Due to the current crises, we're see-
ing a dash for gas in Africa, effectively
turning Africa into Europe’s gas station
and hooking us on the dirty stuff,” says
Adow. “And we have African leaders
who will want to grab that oppormnlty.
pamcu.larly given the rise in fossil fuel
prices”

with “together for implementation”
as this year’s motto, Adow and others
are optimistic that the climate summit
will compel global leaders to look
beyond domestic concerns and geopo-
litical rivalries — to refocus on the huge
task of reaching netzero.

“In a divided world, where we're see-
ing what’s happening with Russia and
Ukraine, and between the US, Europe
and China. Climate is the thing that may
help build the kind of global co-opera-
tionweneed,” Adow says.
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Amazon woes overshadow Brazil's farming advances

Agriculture

Brazil’s agribusiness sector is
pushing to be part of the
solution, writes Michael Stott

Brazilian agriculture is increasingly a
tale of two regions: competitive high-
tech farming in the developed southern
and central parts of the country, and
soaring deforestation in the Amazon to
clear land for soya and beef farming.

Farming has grown dramatically this
century in the South American nation,
making it the world’s biggest exporter of
soyabeans and beef, on top of tradi-
tional commedities such as coffee,
cocoa, cotton, citrus and sugar. Agricul-
tural exports from Brazil totalled
$125bn last year and the sector now
accounts for nearly 30 per centof GDP.

Since the 1970s, Brazil has funded
research into higher yields and better
use of technology in agriculture, and
backed the sector by promoting farm
exports and favourable credit policies.
‘Yet progress in making farming prac-
tices more efficient and sustainable
risks being und by the destruc-
tion of the Amazon rainforest.

Luiz Indcio Lula da Silva’s victory in
last month’s presidential election has
sparked hopes of a major shift in policy.

Lula committed during the campaign to
a target of zero deforestation in Brazil,
though he did not give a date, and has
vowed to restore funds for environmen-
tal enforcement which were slashed
under President Jair Bolsonaro.

Many in the agribusiness sector argue
that Brazil’s success in using technology
to boost yields proves it has no need to
burn down rainforest.

“The gains in productivity have been
very substantial,” says Walter Schalka,
chief executive of pulp and paper pro-
ducer Suzano. “We don’t need new
areasof land to farm.”

Brazil still only uses 30 per cent of its
totalland areafor agriculture, according
to figures from the Brazilian Confedera-
tion of Agriculture and Livestock
(CNA), compared with the UK’s 71 per
cent and 52 per cent in the US. A strict
forestry code obliges farmers to set
aside at least one-fifth of their land for
native vegetation without compensa-
tion, and 80 per cent in the Amazon.

Suzano keeps 900,000 hectares of
native forest alongside its commercial
plantations and has set sustainability
targets, including emission reduction
and improved water use. “Brazil is
always painted as the villain but, in
fact, the agricultural sector has made
great strides” on sustainability, says
Schalka.

But there are also land-grabbers who

Up in smoke: an ae

destroy the rainforest and clear the ter-
rain for farming. Under Bolsonaro,
enforcement of Brazil’s strict environ-
mental laws has been drastically scaled
‘backand the Amazon has lost a forested
area bigger than Belgium.

Deforestation rates have risen, fallen
and risen again this century. Overall,
though, the agricultural output of the
Amazon has been steadily increasing.
The country’s most recent agricultural
census, in 2017, found the region was
home to 30 per cent of the nation’s cattle
and the USDA says 42 per cent of Brazil’s
soya production is from the Amazon.

| view of burning forest in the Amazon — pougizs MagnarGety images

Some Amazon farming is legal, buta
significant proportion occurs on ille-
gally deforested land. Much rural land is
not properly registered, complicating
enforcement.

Marina Silva, who pioneered meas-
ures to cut deforestation as environ-
ment minister from 2003-2008 and is
tipped for amajor role in Lula’s new gov-
ernment, says a small segment of the

agribusi sector does und.
sustainability, but needs to be more
vocal. Across the rest of the industry,
“there is a part which doesn’t like to get
involved in the debate and there’s a

reactionary, militant part which tries to
dominate,” she explains.

The non-governmental organisation
Global Witness says 70 per cent of defor-
ested Amazon areas are now popu.lated

microbiology of soil and leads to signifi-
cant carbon emissions. Instead, he says,
“seed drills can now plant directly into
unploughed soil”.

Brazil’s agriculture mlmstry is a]su

by cattle. Two of thy Y
gest meatpackers, Marfrigand JBS, have
committed to using tracing technology
toensure no beef from newly deforested
areas enters their supply chains by 2025
(the third, Minerva, has committed toa
2030 date). But campaigners say the
controls are not watertight and donot go
far enough down the complex supply
chains in Brazilian beef farming, where
calves can move farm multiple times
before reaching the slaughterhouse.
Stung by years of criticism from
Europe, many Brazilian farmers
instinctively bat away environmental
concerns but Felipe Villela, founder of
ReNature, a Dutch-Brazilian sustaina-
ble agriculture advisory firm, thinks
thatis lmsplaced “A lmofpeoplem Bra-
zilian agribusiness are very

low-carbon far

Launched in 2012, the so-called ABC
Plan claims to have reduced emissions.
by encouraging, for example, the recov-
ery of degraded fields, no-plough farm-
ing and planting trees alongside cattle
pastures. The programme now aims to
mitigate 1.1bn tonnes of carbon emis-
sions by2030.

Guilherme Lobato, from the southern
farming state of Rio Grande do Sul, runs
a start-up, ConnectFARM, which uses
data analysis to offer farmers planting
advice specific to their land and crops,
such as which variety of seed to use and
how to optimise fertiliser use. “Fertilis-
ers amount to 60 per cent of farmers’
total costs, so accurate measurement is
very unpormnt he says. “We help
farmers mak decisions.”

he says. “Some will protectively claim
that Brazilian agribusiness is already
sustainable. I don't like that. We still
have along way togo.”

Villela grew up in a citrus farming
family in Sio Paulo state, in Southeast
Brazil, and saw how poor farming prac-
tices were degrading the land. A partic-
ular béte noire for ReNature is plough-
ing, which Villela says d the

Ultimately, though, no matter how
much Brazilian farmers clean up their
act, it will count for little if the country’s
president cannot get a grip on deforesta-
tion. Lula says he will take on this chal-
lenge. “Brazil will fight for a living Ama-
zon; a standing tree is worth more than
thousands of logs,” he said in his victory
speech. “That iswhywewill . . . promote

Alok Sharma Host of last year’s Glasgow summit is determined to follow through on role as ‘green growth climate warrior’, writes Philippa Nuttall
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UK's COP26 chief ‘fully
in continued
climate champion role

Investe

Alok Sharma:
COP26
appointment
was ‘the only
time my children
have been
vaguely excited
about my job"
David LevensonyGetty images

lokSharmalikestothinkof  known. It followed the abrupt sackingof ~ wouldn’t say it wasa eureka moment —
himself as a “green growth his predecessor Claire O’Neill, the ‘but it was one of those times when you
climate warrior” after original choice of the UK’s then-prime ‘think about the future.”
nearly three yearsas minister Boris Johnson, in January Fatherhood alsohelped focus his
president-designate, and 2020. Sharmatook over, whilestillinhis  attention. “When you have kids, you
then full-time president, of COP26. role as UK business secretary, before obviously think alot more about this.”
n aworld of high emmion, he won a i i isi His daughter, Charlotta, was
Iast s delayed world summit, ~ already something of an “The cost of
u]ﬂuence ahead oflast year’sCOP and keepinga seat in cabinet, from environmentalist when he took on the inactionis
and ed it January 2021. COP presidency.
ever since. Hereadily admits there wasno Sharma’sappointment “is the only a bsolutely
“Sharmawasnotknownasapolitical  shortage of scepticism about his ‘time my childrenhave been vaguely enormous
heavyweightbuthewaswillingtoputin  appointment. “A lot of people said, ‘Alok  excited about myjob,” he says.
the countless hours, and air: m]les whd?’ Sharma says. “Iarrived in my Charlottasenther dad acongratulatory  relative fo
required to build th COPsbutnotreally text before asking: “What are you going tackling this
trust yto broker d dingthe process.” to do?” His daughter, a vegan, also g
international agreements, sa]d'mm However, the challenges of tackling persuaded Sharma to give up meatas issue now’
Burke, founder of the limate ch: d envi 1 his first step to cutting his own
tank E3G, in the aftermath of the damage were not totally alientohim. He ~ emissions.
Glasgow event. mlesh]swde, daughtersand formerUs Sharmaisquick to insist thatsucha Nevertheless, ﬂleFTpumLedtnsmne thecostof i mamon lsabsulutaly president, he will negotiate on behalf of
This month, Sharma finally Tud ibutors move “isn’t for everyone”. What can in an editorial enor ng thisissue the UK. “We will negotiateasa
hisformal role ashead of COPby to his “gradual awakening”. beneﬁteveryune, tllough is' “green COP26 had “achieved more than now and seei and jobs beil ign nation in a constructive way
handing over to current president- Bornin India, the Conservative MP growth,” he and p le: -Tu" hoped”. created”, he says. and helptobuild consensus,” he says.
designate Sameh Shoukry, Egypt’s for Reading West has spent most of his fi ir‘\ grasp” Sharmaisp the need Despi f cabinet turmoil “Thisis Egypt’s COP, butif we are asked
foreign minister, whowill become childhood and working lifein the UK. he cli h hall hesays. o contil for “system under departed prime ministers Boris tosupport them, we will.”

president until the next event in Dubai
inNovember 2023.

How Sharma will use his skills once
the COP27 summit concludes this
month remains to be seen, but he

But spellsspent abroad in Germany
and Sweden, during an early careerin
financial service: d.

“Netzero and green growth are in their
‘bloodstream.”
‘Gover leaders, “evenin G20

theremightbe less environmentally
harmful ways tolive. When he moved

insisted ahead of the event that backto the UK in the late 1990s with his
managingclimate change will be at the Swedishwife, she was horrified that “we
heart of hisnext career move. literally chucked everythingin one
His future destiny in UK politicsis black binbag”.
unclear. A fortnight ago, incoming UK Some years later, Sharma watched
prime minister Rishi Sunak dropped Gore’s documentary film An
Sharma from cabinetbut retained him Inconvenient Truth.
asthe UK’s representative and “It was the only time in my life that T
negotiatorat Sharm elfshei.kh. watched afilm from start to finishona
Shar a 1 d thenliterally turned it back

president- dﬁlgmte ofCOP26is well

on and watched it again,” he says. “I

countries”, have “moved very positively
i e busi.

change” across Lhe wnrld’s leadmg

leadersare tellingthem to”, he argues.

The Glasgow accord that emerged
from the delayed COP26in the shadow
of the Covid pandemic was not viewed
asauniversal success. Sharma himself
choked up after conceding ground to
India and China, by watering downa
proposed wording from a “phase out” to
a“phase down” of coal use, saying he
‘was “deeply sorry” for how theevent
had concluded.

Johnson and Liz Truss, until lastmonth Asthe outgoing president of COP26,
financial i he ined a cabin ofstate.  Sharmawill not be drawn onwhat his
the world BankandtheLManmm It]sapenodmwlndlthesu'engﬂmfthe fumreholdsafterﬂnsmomllssmnmm
"lots nf greatstuff”,butthey weresetup  government* to llow —and as

d they contain no cutting the UK’s carbon emissions was adv]sed by former US president Barack
‘mention of climate change, he says. called intoquestion. ‘Obama — hewould atleast like to rest
Alongside the COP process, he wants In September, he contradicted Liz and take a holiday with his wife.
tosee “a Bretton Woods I spirit”—akin  Trussbybacking the attendance of King Beyond that, hisfuture in domestic
tothe1944 mternauonal cu.rmmes Charlﬁanhe COP27 summ.lt clespme politics and asa figure in global
—to “eml istalled leadership on climate change remains
of Parisinthe mandmesnfeverypartnf prime minister. Her attemptstoreverse  unclear —and perhaps not entirely
theglobal [financial] system”. a UK ban on fracking wasabandonedby ~ under his control. But, whatever he does
Multilateral developmentbanks, Su.uakwhen hetﬂokuver from Truss. next, itwillinvolve “furthering climate
private banks, central bank d credit binet, Sharma’s actionand greengrowth”, insists
ratis i all “re ise the i diatef isthe clis Sharma. “ThisisnotsomethingTcan let
systemicriskof climate changeandthat ~ where, while nolonger actingas COP goof. [am fully invested.”

Watchdogs caII for funds to come clean on green finance claims

Sustainable investing

Asset managers face stricter
rules on disclosure, says
Patrick Temple-West

a ] ambition

In October, the UK’s Financial Con-
duct Authority proposed rule changes
to tackle greenwashing and rein in the
use of terms such as “green” and “ESG”
in mvesmlent fund markel].ug 1t has

Financial regulators are toughening
their stance against so-called green-

three cate-
gories of “green” funds and putting a
greater burden on asset managers to
validate any sustainability claims their

washing’ to ensure climat:
investing delivers on ts promises.

The energy crisis that has followed
Russia’s invasion of Ukraine, and the
growing threat of global recession, have
not dented support for sustainable
investing as feared.

Instead, investment has flowed into
environmental, social and governance
(ESG) funds every month this year,
according to Bank of America figures up
to August. Meanwhile, conventional
funds have faced outflows in some
months of this year, the bank said.

So, w1th the viability of sustainable
i ingly secured,
are pushing to ensure the sector

Tuesday 8 November 2022

funds make in marketi ial
Butthe FCAand its overseas counter-
partsf:

anti- -greenwashing rules into an effec-
tive global effort to promote environ-
mentally friendly investment products,
says Richard Weighell, partner at
accounting firm BDO.

“These new rules will need to align
closely with other developing interna-
tional standards,” Weighell says. “If
there is too great a divergence, this
could prove a big regulatory headache
for financial services firms operating
internationally.”

The EU has led the way in writing
rules for this sector. Its Sustainable

mi

https://digital.olivesoftware.com/olive/odn/ftasia/printpages. aspx’7doc FTA%2F2022%2F11%2F08&ts 20221107203207&uq=20220804103507

Greenwash police: FCA offices in UK

Finance Disclosure Regulation (SFDR)
now categorises investment funds into
three categories: conventional; green;
and pure green.

Funds in the conventional category
do not consider any ESG criteria. Green
funds can take a middle-of-the-road
approach by considering ESG concerns

in their i But pure
green funds must incorporate sustaina-
ble investing into their overall strate-
gies. Half of all assets in European funds
are now held in the green and greenest
fund categories, according to Morning-

star, the investment research group.
Building on the EU’s initial SFDR
rules, European asset managers will
next year also have to disclose certain
greenhouse gas emissions and carbon
footprints that come from their invest-
ments. Theaimisto prevent funds from
as

and customers — to be revealed and
‘would require certain emissions disclo-
sures to be audited.

dictions would help. But “there is not
much of an expectation that the regula-
tors are going to get together and align
their

But the discl Is are
opposed by some cumpames s that argue
they would drive up costs and expose
them to litigation risks. The SEC seems
determined to finalise the rules, though
— possibly before the end of the year.

“We are going to wind up with a cli-
mate disclosure rule for public compa-
nies,” predicts George Raine, partner at
law firm Ropes & Gray. “But that rule

marketing t
green without changing underlying
investment strategies.

In the US, Democrats are fighting to
push through ESG rules and climate dis-
closures under the administration of
President Joe Biden. The Securitiesand

i) Ce ission has at least three

will get d in court. What we
have been advising companies is that

'you have to have a game plan.”
Separately, the SEC has proposed
rules determining how asset managers
can add ESG and other green terms to
their fund names. The agency has also
ded ESG discl rules for

proposalsin the works that would result
in significant changes for leading com-
panies and asset managers. Earlier this
year, the agency put forward changes
that would require Scope 3 emissions —
which come from a company’s suppliers

* FINANCIAL TIMES

investment advisers.
Raine fears differing transatlantic
ESG disclosure rules could have

«, PR a q

ks,” he warns.

There is one plan for harmonisation,
however. The International Financial
Reporting Standards Foundation — the
global standards-setter for accounting
— has set up an independent unit to
focus on climate disclosures.

Called the International Sustainabil-
ity Standards Board, it was launched in
2021 to draw up standards for ESG
reporting and is chaired by former
Danone chief executive Emmanuel
Faber. The body is now designing rules
to seta baseline for sustainability disclo-
sures, globally. In October, itannounced
Scope 3 emissions would be required as.
part of its disclosures.

But Lauren Anderson, a senior vice-
president at the Bank Policy Institute, a
Us lobbying group, says the proposed
Scope 3 requirements will “create an.

enough differences to be tricky”. Com-
mon rules accepted across major juris-

-

overly international baseline
that many nations would unlikely fol-
low, leading toless convergence”.
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~ Over 60% of agricultural land is used
 tofeed animals, not people.

Inits current state, our agricultural

industry remains one of the biggest
LI ‘ \ R contributors to deforestation,

1) ) TR ' biodiversity loss, and climate change.

i i FRE ) "\ Byreducing animal agriculture
‘ and investing in alternative protein
/ ) solutions we can nourish a growing
Wl 4 population without degrading
} : the earth systems that support it.

We need to ‘cut out the middle-cow’
and move towards a new food system
that uses crops to feed more people
and fewer cows.

Find out more about our
New Food Systems Strategy
at LombardOdier.com
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European crisis risks climate action reputation

Nick
Butler

heevents of the past year
haveradically altered
Europe’senergy policy.

The goal of achieving net

zerobefore 2050,
confirmed 12 months agoatthe COP26
meetingin Glasgow, isstill in place. But
the immediate priority across Europe,
naw, is m secure e‘.nelgy supp]las forthe
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agenda at ‘the

African

iles of newly planted
palm trees adorn the
main avenues of Sharm
el-Sheikh, the Egyptian
Red Searesort hosting the
UN global climate conference known as
COP27, which started on Sunday.

Sharm el-sheikh is a sprawling town
made up almost entirely of hotels built
for mass tourism and serviced by cheap
charter flights. But the authorities have
tried to shore up its green credentials
ahead of the gathering — one of biggest
events on the international calendar,
drawing dozens of world leaders and
thousands of politicians, bankers, cli-
mate scientists and activists.

A new solar energy plant was inaugu-
rated in the resort in October, and a fleet
of electricbuseshas been launched.

For Egypt, a country grappling with a
faltering economy and facing frequent
criticism over its human rights record,
hosting COP27 is an opportunity to
project influence, attract investment,
and promote itself as a regional leader.

While the government eyes political
and economic gains, E{ ian environ-
mental activists, who operate under
restrictive laws that govern civil society,
are also hoping the event will help
“mainstream” climate concerns and
convince the authorities to allow them
more space.

The conference has been described by
its Egyptian hosts as “the African COP”

COP

— and one focused on implementation.
The Cairo government will preside over
crucial international negotiations and
has made clear it will stress the interests
of Africa and of the developing world.

It wants the focus to be on promises
made since the 2015 Paris accord — and
on securing the funds needed to help the
most vulnerable countries reduce emis-
sionsand adapt to climate change.

“Egypt has a leadership position in
the African continent and the Arab
world,” said Sameh Shoukry, the foreign
minister and president of COP27 ahead
of the meeting. “We've been focused on
implementation, and we’ve geared our
message to implementation. Paris and
Glasgow [COP26] finalised the road
map of ambition, but it is Sharm el-
Sheikh which should be the implemen-
tation of all those commitments.”

He points out that rich countries,
which account for most carbon emis-
sions, have been slow at fulfilling
pledges to fund adaptation measures in
poor countries, where the damaging
impact of climate change is already
being felt.

“Adaptation has never been taken as
seriously as it should,” argues Mah-
moud Mohieldin, a former Egyptian
investment minister chosen by Cairo to
be its UN high-level champion for cli-

ite action. A former senior vice-presi
dent of the World Bank and previously
Egyptian investment minister, he is
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Room with a view: charged with marshalling support from

solar cells on the
rooftop of a hotel

in Sharm el-Sheikh

businesses and other non-governmen-
tal actors to tackle and help remedy cli-
mate change.

says: “Ihave a very simple
— call it naive — metric. Does it have
financial funding or not? OK, you can

organisations and to “crowd in private
sector finance”.

The projects include $10bn of invest-
ment to replace fossil fuel power sta-
tions with renewable energy, about
$3.5bnin schemes to help small farmers
deal with soil salinity, desertification
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environmental dimension is not yet
among the priorities when projects are
being decided. Environmental concerns
should be seen as equal to economic
returns.”

Authorities welcome activists who
work on repairing environmental dam-

talk about it, you can have and rising temp and a further age, she notes. But she says there isless.
aboutit, you can write volumesaboutit,  $1.5bncommitted to other desalination co-operation with those who wanted to
but it doesn’t have adequate funding” and irrigation schemes. The UN said last be part of “decision making, drawing up

He notes that the $100bn a year
pledged by the developing world to help
poorer countries adapt to climate
change has never been paid in full. Even
if this were delivered, “this is not going

action,” he pointsout.

versation” with d

month that, along with partner organi-
sations, it would provide Egypt $2bn in
loans to boost food security.

ian environmentalists hope the
attention surrounding the conference

policies, establishing rules and repre-
senting affected people”.

However, hosting COP27 has encour-
aged more engagement between envi-
ronmentalists and the government.

to be covering more than 3 per centof ~ will help place climate concernsonthe ‘| have a Mohamed Kamal, co-director of Green-
the total gap of funding for climate national agendaand raise public aware- : | ish, a Cairo-based environmental cam-
ness. Ragia Elgerzawy, environmental very simple Ppaign group, says: “Stakeholders with
Cairo also wants to atiractinvestment ~ researcher at the Egyptian Initiativefor — ¢a|| it whom we have never been able to have a
to a set of green projects in renewable  Personal Rights, a human rights group, naive — discussion are now willing to sit at the
energy, water and food that it will pro-  saysenvironmental concerns need to be table with us. I'm talking about every
mote at the conference. Rania al- “mainstreamed”. She points tomassive ~ metric. Does singlelevel ofauthority in Egyptand the
Mashat, minister of international co-  road widening projects in Cairo which it have publicsector”
operation, says the country has made  relieve congestion butlead to more traf- COP, he adds, is an opportunity to
climate actiona central “partofthecon-  fic and frequently involve the destruc- ~ financial reach out to potential partners.
d busi; tionof pace. funding or “We want to showcase our work with
The aim, she says, is to mobili ions to i | issues 9 vulnerable communities, the type of
funding and expertise from a range  need the participation of all stakehold- nQOt?’ support they need and the funding they

of sources, including multilateral

ers, not just experts,” she says. “The

need,” he says.

Egypt’s climate activists fear

consequences

Civil society

Activists are concerned
about strict controls to limit
the chances of embarrassing
demonstrations at COP27,
writes Peter Schwartzstein

Global climate conferences have almost
always been accompanied by a big,
vocal activist presence. But this month’s
COP27, in Sharm el-Sheikh, is set to look
and sound rather different.

over the past decade, Egypt has all
but banned protest and cracked down
on independent civil society as it has
become increasingly autocratic. This
has led to scepticism among interna-
tional and local campaign groups about
whether they will be able to participate
in discussions, let alone effectively
influence proceedings.

Senior Egyptian officials have prom-
ised that, in this instance at least, pro-
test will be permitted. In May, foreign
minister Sameh Shoukry pledged to
have “a facility adjacent to the confer-
ence centre that will provide [activists]
the full opportunity of participation, of
activism, of demonstration, of voicing
that opinion”. However, while some
Egyptian activists say government
engagement in the run-up to COP has
been better than they have ever experi-
enced, many feel it is still insufficient
and has mostly come fromless powerful
partsof government.

Few environmentalists seem wholly
convinced by official assurances. Cam-
paigners say they are wary of organising
unsanctioned demonstrations for fear
of getting activists from the global south
into trouble. Those activists are uncer-
tain whether they will even make it to
Egypt. Many are battling some of the
same struggles to secure visas that they
frequently had ahead of European and
North Americanevents.

Online groups focused on environ-
mentalism in Sub-Saharan Africa have
voiced complaints about Egyptian
embassy paperwork demands and the
cost of accommodation in Sharm el-
Sheikh. Some hotel operators have
raised prices up to 10 times beyond
their usual levels, threatening to com-
promise a conference that was billed as
a more accessible than COP26 in Glas-
gow. “You need to win the lottery,” said

-
S0S: a school climate strike placard

one COP-bound Jordanian activist on
Facebook.

Wariest of all are independent Egyp-
. = Jr d

of protest

developing the area around St Cather-
ine’s Monastery on Mount Sinai, a
Unesco world heritage site of historic
and environmental significance.

For the relatives of activists who are
languishing in prison because of their
‘work, the award to Egypt of the world’s
marquee climate event is an enduring
injustice.

“It’s tragic that the [President Abdel
Fattah al-Sisi] regime is able to green-
‘wash environmental and human rights
violations documented by the UN
itself,” says Mohamed Amasha, a PhD
student at Yale in the US and son of
‘Ahmed Abdelsattar Amasha, alongtime
environmental and human rights advo-
cate. Amasha senior has been impris-
oned without charge in Egypt for more
‘than two years.

“The regime is deliberately cutting

tian i
in arecent Human Rights Watch (HRW)
report, they have been stifled by severe
restrictions on funding, NGO registra-
tion and research permits. Many antici-
pate a serious backlash were they to do
anything that authorities perceive as
embarrassing while the eyes of the
world areupon them.

“When COP ends, they might start
looking to see who is doing what,” a
longtime activist told HRW. “The secu-
rity apparatuses will probably, now
more than ever before, focus on envi-
ronmental civil society.”

Omar Elmawi, co-ordinator for Stop
EACOP, an East African envi l

list attendees from the
harsh environmental reality that most
Egyptians endure on a daily basis,” his
sonsays.

Even 50, most activists and NGOs in
Egypt and across the Middle East wel-
come the decision to hold the COP
locally, despite the possible pitfalls.
COP28 will be held in Dubainext year.

They see this as an opportunity to
mobilise authorities that have so far
‘been slow to engage on environmental
problems. Egypt is already suffering
from devastating climate shocks that
include more intense heatwaves, fiercer
sandstorms, and a rising sea level along
‘the Mediter it

group, and member of the COP27 Coali-
tion, says: “We are still looking at possi-
bilities but we might have to settle for
actions inside the COP [main conven-
tion centre] and not outside, as we are a
bit worried about the security outside.
‘We hope there would not be reprisals
after international activists have left
COP and local organisations end up
being E

Recent events suggest that he has
good reason to be sceptical about Cairo’s
promises. Egyptian campaigners say
authorities are training state-affiliated
NGOs to protest about “safe” subjects
this month and deliver the impressi

1t is also a chance to secure much-
needed climate adaptation funding for
themselves and their global south peers,
and in a political environment that
might be more conducive than some
recent COPs. But, with war in Ukraine
distracting attention from climate
action, Egyptian and international cam-
paigners have expressed doubts about
how much can be achieved in Sharm el-
sheikh unless organisers allow them the
freedom to fully participate.

At past COPs, some argue that strong
and relatively uninhibited civil society
participation helped pressure state and

of abustlinglocal civil society.
Meanwhile, some local human rights
organisations, such as the Egyptian
o ission for Rights and d
(ECRF), have been denied COP accredi-
tation. And, less than 60 miles from the
COP convention centre, the state is
ignoring objections of local activists and

‘business delegates into more

ful commitments. “We need more cli-
mate activism, not less,” says Richard
Pearshouse, director of environment
and human rights at HRW. “We need
activists and protests, environmental
journalists, independent courts. Absent.
‘those, we’re not going to come close to
the climate policies we need.”
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Low-Carbon Innovation inaTime of Crises

The ninth annual meeting of the Innovation for Cool Earth Forum was held in
Tokyo on October 5 and 6, co-hosted by Japan’s Ministry of Economy, Trade and
Industry (METI) and New Energy and Industrial Technology Development
Organization (NEDQ) with a hybrid online/in-person model, As one of ten
conferences held during METI'sTokyo GX Week, ICEF2022 hosted discussions
about policy and technological innovation between participants from
governments, NGOs, academia, and industry around the world. This year’s
theme was the role of innovation in overcoming the current global crises.

Yasutoshi Nishimura,
Minister of Economy,
Trade and Industry

Hiroaki Ishizuka,
Chairman, New Energy and
Industrial Technology

4 Development Organization
& (NEDO}
KEYNOTE *

The global energy crisis is accelerating
clean and secure energy technologies

Progress by innovation: New
applications for green hydrogen

NIDO’s motto
is “Progress by
Innovation.” To
create low-carbon,
climate-resilient
economies, the world
needs innovation in
technology, financing,
and policy frame-
works. Innovation
creates green jobs and
improves productiv-
ity across the indus-
trial value chain.
UNIDO has launched a global partnership pro-
gram to foster the application of green hydrogen in
industry. Hydrogen has potential for power gener-
ation, transportation, industrial process, and heat-
ing, as well as in fuel cells. Our program supports
countries’ efforts to reap these benefits by devel-
oping local industry, enhancing food and energy
security, and supplying energy to remote areas.
Green hydrogen could revolutionize traditional
energy systems, making them cleaner and more
sustainable, but many challenges remain to using
it at scale. Innovation is needed to bridge the gaps
in hydrogen value chains. The private sector will
play a critical role in financing, unlocking trillions
of dollars to scale up climate action, but govern-
ments must create a stable framework for invest-
ment. ICEF brings stakeholders together for these

Africa and Asia can forge a path to
renewable energy

Nuclear power is essential for
energy security

compliment Prime
Minister Kishida,
his administration,
and Japan as a whole
for their commit-
ments on climate
change, energy, and
security, even before
the war. Going for-
‘ward, energy securi-
ty will be as valuable
as market access was
over the last 20
years. The United
States has no more valuable partner than Japan
both for national security and for energy secu-
rity. Both countries are leaders in small modular
reactor (SMR) technology, with Japanese compa-
nies being major investors m Lhe Oregon-based
that is g SMRs. The two
countries should collaborate on workmg out how
to dispose of nuclear waste safely and how to ex-
tend the life of existing plants beyond the cur-
rent 40-year span. Nuclear power will play an
essential role in accelerating the achievement of
climate goals between 2030 and 2050. There was
talk of phasing out nuclear power, but if we are
to achieve our climate and energy-security goals,
it must be part of the solution. Japan and the US
can also partner in areas like hydrogen, storage
Dbatteries and LNG.

Gerd Miiller, Director
General, United Nations
Industrial Development
Organization (UNIDO)

from left: Fatih Birol, Executive Director, International Energy
Agency (IEA); Nobuo Tanaka, Chair, Innovation for Cool Earth
Forum (ICEF) Steering Commiittee; Former Executive Director,
International Energy Agency (IEA)

from left: NuIan-n-kl, Chair, Inrmv:lmn for Coul Earth Forllm
(ICEF) Steering C rector,
Energy Agency (IEA); La Camera, Di
International Renewable Energy Agency (IRENA]

Rahm Emanuel, Ambassa-
dor Extraordinary and Pleni-
potentiary of the United
States of Amarica o Japan

I of

enewable energy is not only good for the environment,

GDP, and job creation, it’s also good for resilience and en-

ergy independence. The current crisis will accelerate the
path to renewables. The EU and the US are wealthy enough
to stand a chance of decarbonizing at speed, but what about
emerging markets? How can the rich world help i
markets with technological transfer and financing new tech-
nologies? We need to strengthen international cooperation to
get results. The Paris Agreement is not at stake in the devel-
oped world, it is at stake in Africa and Asia. Africa has great
potential for renewable energy, so why not leapfrog to a new
energy system there? Decarbonization is challenging in Asia,
because of its coal- and gas-dependent heavy industry sector,
but as green hydrogen becomes competitive it will play a key
role. We need specific, concrete results by 2030, or climate
change will become unstoppable. The key is to move beyond
political negotiations and take an action-oriented approach.

crisis. Unlike the oil crisis of the 1970s, it involves oil,
gas, coal and electricity and it affects the entire world.
There is currently an uptick in the use of polluting energy
sources like coal, but this will not last more than a couple of
years. Many governments are now putting real money on the
table to accelerate clean and secure energy technologies in a
bid to achieve energy security and a clean energy future. The
US has passed the Inflation Reduction Act with incentives
for EVs, electrolyzers and nuclear power. Japan has its “green
ion” focused on hyd and nuclear power. The
US, EU, China and Japan will compete to secure first-mover
advantage in the next chapter of energy technology and com-
petition brings prices down. Reaching our targets will be dif-
ficult, but the crisis will give additional impetus to help us
address climate challenges.

We are in the middle of the world’s first true energy

PLENARY SESSIONS

& IGeF

IceF

Innovating policy as well as
technology

The fragmenting global order and
energy transition reinforce one
another, making the world more
dangerous and the energy transfor-
mation more difficult. The fact that
energy security is identified with
national security has created enthu-
siasm for the energy transition even
in the politically polarized United
States. With its novel approach of
focusing more on incentives than
penalties, President Biden's Inflation
Reduction Act may well motivate
other countries.

Globally, policymakers will need
to address multiple issues ranging
from justice—the welfare of coal-
mining communities in emerging
markets or protections for miners of
critical minerals—to the financing of
transition assets and upgrades for
transmission systems. While com-
petition boosts affordability and in-
novation, collaboration, especially
with China and India, is also crucial.

Energy transition leaving
nobody behind

The key elements of a just and or
derly energy transition include
social welfare, labor protections,
inclusive decision-making, and eq-
uity in cost distribution. The role of
national governments is as a pivot
between international and local con-
cerns, They should delegate power
downward, taking their priorities
from the communities they answer
to, but at the same time they must

iceF™

necessary discussions.

IGEF IGe

icer IGeF

also reach upward to the global
level, promoting standards and in-
ternational consensus with fairness
in mind. Decarbonization will be a
greater challenge for developing
countries where energy use is yet to
peak, but could represent a chance
to leapfrog to green infrastructure.
In all cases, change must be people-
centric, developed organically with
communities. Only inclusive pro-
cesses can deliver distributively just
‘outcomes.

Lessons from ICEF2022:
Summary and reflections
Geopolitical tensions were a recur-
ring theme throughout ICEF2022's
discussions. Climate change re-
quires a global strategy. However,
as the situation in Ukraine has
shown, when conflict arises multi-
lateral agreements are abandoned.
Peace is an essential condition for
net zero. Panelists also agreed that
food and agriculture deserve more
attention from ICEF. These sectors
produce a third of total greenhouse
gas equivalent emissions, yet 800
million people still go hungry, and
30% of production is wasted. Ge-
netic engineering and other new
technologies could reduce these
impacts.

Looking ahead to the future of
ICEF, panelists called for early-career
colleagues to be given even more
central roles in future forums. So-
cial media outreach could also bring
ICEF's ideas to new generations.

- TECHNOLOGY SESSIONS

Demand-driven energy
transformation

Lifestyle changes by empowered
consumers will increase energy effi-
ciency and expand use of renewable
sources. With flexible infrastructure,
DX, and honest communication, so-
cieties can create sustainable “suf-
ficiency corridors” where everyone
has enough and the planet’s rich-
ness and beauty are preserved.

Carbon-neutral heat and trans-

port with hydrogen and e-fuels

Hydrogen and e-fuels synthesized
from carbon dioxide will be vital in
hard-to-abate sectors like heat and
transport. Industrial furnaces, repre-
senting 74% of heat demand, can be
fueled by hydrogen, ammonia, and
biofuels. Innovation and political
support are needed to bridge price

gaps.

Sustainable nuclear systems
Nuclear power can support energy
secunly and reduce carbon dioxide
To be truly inabls

four conditions need to be met:
a reduced risk of accidents; clear
plans for the disposal of waste;
proliferation-resistant technology;
and meaningful engagement with
communities.

Carbon dioxide removal:

A key technology

Carbon dioxide removal is a key
technology for meeting the Paris
Agreement goals, but going from
zero to 5 gigatons of carbon dioxide
removal in just three decades will
be a major challenge. The United
States’ Bipartisan Infrastructure Law
included $2.5 billion for geologic
storage and $3.5 billion for direct
air capture (DAC). DAC plants are al-
ready scaling up dramatically, with
their capacity rising by three orders
of magnitude in a short period. Na-
ture-based solutions involving fDr—
ests and oceans also look promi:

» CONVERSATION BETWEEN ICEF STEERING
COMMITTEE MEMBERS AND YOUTH EXPERTS

ICEF steering committee members and younger ai’tendees
met to sxuhangs' opinions on topies ranging from green

and climate smart agrlcullurs wuld
transform the food and agriculture
sector from a major emitter to major
absorber of carbon. It is important
to invest in a suite of technologies,
since we don't know which will be
cost-efficient and scale best.

| rezae b et icet

Icee |CEF

resources are sufficient, but we
must accelerate and diversify pro-
duction to mitigate risk. Challenges
include geographical concentration
and the geopolitical complications
this brings, long mining project
timelines, and the negative image
of mining itself. Education will be
needed to show the younger gen-
eration how today’s mines operate
W|th more consideration for com-

Critical mi Is for

and resilient value chains
“No minerals, no clean energy tran-
sition”: this slogan encapsulates
the need for a stable supply of rare
earth and other metals in order to
deploy the technology needed for
the clean energy revolution. Earth's

and the environment and
train new innovators and profes-
sionals to sustainably procure the
resources the world needs. Expec-
tations are also high for alternative
sources of needed minerals, such
as deep-sea mud rich in rare earth
elements.

to the

of social media.

~ CLOSING SESSION !

Accelerating our efforts in the face of crises

ICEF has diversity and inclusiveness in its DNA by design, as Kenji
Yamaji of the |ICEF steering committee noted in his announcement
of the “Statement” from the steering committee, and diversified
approaches are exactly what the world needs to overcome the
many crises unfolding as we speak, With carbon dioxide emis-
sions rebounding after a temporary decrease in 2020, action must

be accelerated, and government support will be vi

ICEF Chair Nobuo Tanaka reiterated
this theme, noting that competition be-
tween great powers may accelerate the
green transformation, but that no coun-
try will emerge from this competition a
winner without ambitious goals and the
political will to embrace entirely new en-
ergy paradigms.

the ICEF

This year’s ICEF infographic shows diversified,
action-oriented innovation based on existing oppor-
tunities as a means of promoting green transforma-
tion and overcoming the surrounding crises.

A draft of

Low-Carbon
Ammonia
Roadmap
was released
at ICEF2022.

Hosts

METI

Mty of (ecnomy. Irase snd Incusry

(_NEDO

anc woucral ochookgy
Dovalostnt Oniisaen

For on-demand streammg wdeo of all ICEF sessions, visit

/UC70uNL9NbvDomDTfiubi8iw

or scan this OR ‘code.
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Managing Climate Change Loss & Damage
L dd “stal te is at breaki Nt
Many negotiators will arrive from
developing countries battlingfood, fuel
and debtcrises as they struggle to
recover from the pandemic.
Some, hlmPalﬂma]suembodyloss
d d. itsuffered horril
this year thatkilled more than 1,400
Tap d H b
tisoften hard to predict what will of damages and a2.2 per cent hit to GDP.
‘happen at the huge annual UN talks Pakistan is the current chair of “the
that, since 1995, have beenheld to G77and China”, a powerful coalition of
thrash outglobal climate change more than 100 developing countries
agreements, that often negotiate as aunit at the UN
Butnot this year. Much of the talks. Thatgroup s expected to back a
November COP27 meetinginthe plan that haslong been advocated by
Egyptian resort city of Sharm el-Sheikh another negotiatinggroup, the Alliance
will be consumed by one of the most. of Small Island States, or AOSIS, toset
pmh'acmd dlvlsweandoonflmmg upadedicated lossand damage
toariseinth response fund.
“loss and damage”. Michai Robertson, lead negotiator on
with luck, the COP27 conference will climate finance for AOSIS, says the fund
finally start to resolve this festering would in no way amount to climate

problem. Actually, make that: withalot
of luck.

Theidea of climate loss and damage
first emerged more than 30 yearsago in
smallisland countries — the places

h

I dlivelihood iy

risk fromrising sea levels and vicious
storms. Inthe early 1990s, these nations
began to call for measures, suchasan
international insurance system or a

global fund, bankrolled by richer
countries, to help cover such losses.
However, the UN climate talksended
up producingtwo different types of
funding. “Adaptation” financing was
supposed to help countries adapt to the
effects of climate change, by funding
projects such asflood barriers or
hurricane early warning systems.
“Mitigation” funds were aimed at
helping poorer countries decarbonise
by building, say, electricbusservicesor | ‘Hell storm’: compensation —one way to extract became harder to ignore, until 2013. Inthe clunky words of the UN, a
solar farms. rvphuon dimage mnneyand supportﬁnmwrﬂ]thy More than 6,000 people died that year “Warsaw International Mechanism”
The ideanl i toward. to a Philippi countries most climate when Typhoon Haiyan, oneofthemost | wasset up to expand understanding of
i d costly damages | coastal town change,” says LunVanhala apolitical- pﬂwerﬁﬂhoplcal cyclnnm onrecord, ﬂm loss and damage concept and boost
d.ld nottake nﬁ Instead, itbecame a Er D Castraffeuters science professor at University College justa effor ddressit. Butp was
ﬂzshpumtmtalksthathavellmg Londonwhohas spent years year after Typhoon Bopha claimed glacial. 'OPs producedmure
grewrich i d d: 1,000 lives inthe same promisesof dialogue and study, but rich
by burningfossil fuelson one side; and, “Butthe US, European Union and country. Adaptation money was no «countries continued to resist demands
onthe other, poor nations that did mm]yﬂLher cﬂu.umes have been ‘match for such destruction. for concrete lossand damagef\mding.
almostnothing to warm the planet yet cor gly ner legally At the 2013 COP19 climate fe il
suffer some of the worst effects of liability for cli d. in Warsaw, Poland —where th iescould faceup to
climate change. or h uptop i ‘hilippines’ chief negotiator wept ashe &SOhnmmualdnmﬁedamagesby
“For many small island countries. aml bottomless compensation claims.” spoke of the“hell storm” battering his 2030, and more than $1tn by 2050.
nations, loss and This stalemate continued, evenasthe | country—lossand damage finally Anger over this stand-off has reached
euphemism for liability and physical evidence of climate change received institutional recognition. acritical stage in the run-up to COP27.

‘With luck,
COP27 will
finally start
faresolve
this
festering
problem’

reparations or open-ended
compensation. “Funding would be
mobilised primarily from voluntary
sources, and allocated specifically for
activities torespond to climatelosses
and damage,” hesays.

‘Where would the money come from?
Arange of ideas have beenraised,
including taxes on the super-rich, or
fossil fuel companies and flights. Some
wealthy countries now recognise the
need for more concrete action.
Denmark this year became the first
nation to offer loss and damage funding,
with a pledge of around $13mn.

Butotherrich nations are backing
alternative plans, such as subsidised
insurance systems, which they argue
would deliver funding faster to
countries most inneed. Thatis
important, says Robertson.

They do not, however, beginto
address non-economic damage such as
the permanent loss of territory, culture
and ecosystems. Also, he says, as
climate impacts become more frequent
and intense, many assets will become
uninsurable.

Can acompromise be reached in
sharm el-sheikh?1f history is a guide,
it’salongshot. But soistheidea that
some sort of lossand damage funding
can again be pushed down the road for
yetanother year.

Pilita Clarkis an FT business columnist

Freetown mayor battles urban
disaster threat to slums

Adaptation

Sierra Leone’s capital is
attempting to reverse
deforestation to reduce
flooding risk, write Murray
Withers and Aanu Adeoye

Aki-Sawyerr putsit, F ¢ i i th

‘halll “isexacerbated by the fact capital’s vegetation cover by 50 per cent.
that construction happens anywhere Setup with funding from the World
and everywhere”. Bank and the Global Environment

The mayor says there are now 74 Facility, the #FreetownTheTreetown
unauthorised settlements or slumsin campaign connects nurseries with
the city whosead hoc development is wwrkersw‘hu planttrees and record
typical of fast-gr Afri iti their

Migrants from rural areas where mnopyoaver,manapp.mgrethanss&)

flockto  jobshaveb underthe

Across West Africa, thed:

hese area: Thlshasfuelled y
1 th in thelast20

wrought by the rainy season increases.
every year.

In Nigeria, officials blamea lethal
combination of heavier rainfall caused

years” to between1.2mnand 1.5mn,

Alkd-Sawyerr pointsout. “That growth
hasnotbeenplanned, ithasbeen done
without any sort of

scheme, which covers bothmunicipal
and privateland. Reflecting the wider
planning problems, Aki-Sawyerr says
there have been some tree losses but.
“the mnmtors work hard with

i protect them and the

considerations, so there’s adaptation

by climate change and poor planning for
floodslast month thatkilled 600 people  thatneedstobe done
d displaced than a million The hall Mud
In Freemwn, Sierra Leone’s capital, and silt accumulate with wastein
the effects of climate change are waterways, shacks are builtover and
by rampantand tstoo; when
Dy hillsides and therain mmesthem isnowhere for the
clogged-up waterways suffer regular waterto go.
mudslidesand floods.
Slum dwellings — often erected on
land reclaimed from the sea and built

without permits using cheap materials
such ascorrugated metal sheets — offer
Freetonians scant protection from
higher temperatures, stronger storms,
and risingsealevels. Climate changeisa
financial burden, too: Sierra Leone
estimates it will need to spend $90mna
year onadaptation or about 2.3 per cent.
ofits GDP.

But Yvonne Aki-Sawyerr, the city’s
mayor since 2018, is determined to lead
the way in climate mitigation by

i hill

p
and calling for an overhaul of land
planning laws.

“We are facing disaster after disaster,”
says Aki-Sawyerr. “There is asignificant
interface between climate-related
events and how we build, where we
build, and what we build.”

Heavyrainfall hit Sierra Leone
betweenAugusl and Sepuember,

destroyed thousands of homes i m
“Weneed
of. areast}mtarehterallyduas&er
prone,” she says.
A.lci-sawverr is calling for the: rni.u.imy
oflands to “engage” in planning, so tha
the system can become an “effective

‘We need to move people
out of areas that are literally
disaster-prone’

‘Asamember of the former
president’s Ebola recovery team, the
‘mayor’s decision to run for office was

survival rateshave been high”.

Thetargetof planting Imn trees
should be achieved by October next
‘year. Shehopes t]le treeplann'ng

forurban
leadels across the world in adding green
lungs tocities.

‘While Freetownisembracing
reforestation and aiming to protect
citizens from consistently hotter
temperatures —last year the capital
‘was one of three cities to appoint a
chiefheat officer — establishinga
functional planning regime is a bigger
challenge. Aki-Sawyerr saysthe costis
manageable but “the obstacle to
‘bringingin an environmentally
sensitive building permits regime is
political will™.

e bel

All

partlybased onalack of acti the

continued deforestation —evenafter
the August 2017 mudslides thatresulted
in the deaths of 1,000 people.

Under Aki-Sawyerr, Freetown has
embarked on an innovative tree

People’s Congress (APC) and hasoften.
clashed with the ruling Sierra Leone
People’s party. Dozens died in anti-
government protests over the rising cost
ofliving in August. As Sierra Leone
preparesfor an election next June,
President Julius Maada Bioaccused Aki-
Sawyerr’s APC of stoking the unrest.

The country is currently on a UNlist
of least developed nations considered
highly vulnerable to economic and
environmental shocks, which makes it
eligible for enhanced support. But Aki-
Sawyerr is frustrated by the lack of aid.

She says that achieving progress “can
only be done if you have got the money
todoit” —and the task has become
harder asinternational assistance dries
up and more governments seek to
protecttheir populations from the cost
ofliving crisis.

Invest
in water,
enmpower
women.

Join us in the Water
Resilience Coalition.

Find out more at

www.diageo.com/water

#COP27
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“Climate change is aglobal issue but

buildings being erected without causeslocal pain,” shetold a Gates |
permission or on sites that harm the Foundation conference of globalleaders |
environment. inNew York in September.

“I'm not asking to be in charge of “Communities cannot doit on their
giving outland [but] peopleneed an

own. They need help in the form of
i and ip.”

idea of what canbebuilt,” she says. As

FINANCIAL TIMES

ADVERTISEMENT

Nikkei SDGs Forum Symposium

The Autumn 2022 Nikkei SDGs Forum Symposium was held in Tokyo on September 12. Also livestreamed on
Nikkei Channel, the symposium brought together participants from industry, finance, and academia to discuss
challenges and opportunities around the SDGs.

IYNFRHSIEH NI Startups that adopt ESG management early ou

From left: Kathy Matsui, General Partner, MPower
Partners; Rina Akimoto, CEO, vivid garden; Katsuhito
Mihashi, CEO, famitra; Arisa Sakanashi, CEO, mederi;

Tuesday 8 November 2022
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Building peace in a time of conflict

Junichi Yamada, Executive Senior Vice
President, Japan International Cooperation

oderator Koichi Sakai launched the dis-
Mcussion by referring to a recent report

which showed that over 80% of startups
benefit from ESG integration. Kathy Matsui, a
general partner at MPower, the ESG-focused VC
fund which coauthored the report with Boston
Consulting Group, stressed that an ESG mind-
set promotes growth by enhancing everything
from employee retention to risk reduction. Rina
Akimoto, who launched Tabe Choku, an online
food market connecting farmers and consumers,
admitted that her ESG credentials were the more
the product of accident than design. “I'm a wom-
an, so there are more women in my company and
my business happens to be about conserving a

richer environment. As we grow, though, we'll
need to become more ESG-conscious and build a
foundation,” she said.

Katsuhito Mihashi, founder of an “age-tech”
company that lowers the cost of setting up trusts
for families when an aging parent has dementia,
went into the business partly because of its posi-
tive social impact. His recent codification of the
company’s core values was done specifically to
equip his employees with both a clear decision-
making framework and an “SDG mindset.” Arisa
Sakanashi, whose business provides online con-
sultation and next-day delivery for birth control
pills, was very clear that she was helping deliver
Goal 3 (Food, health and well-being) and Goal 5

Koichi Sakai, Publisher, Nikkei ESG

(Gender Equality). Her business is growing organ-
ically, as women ask their employers to sign them
up as part of their benefit package.

In contrast to large companies which take time
to change, smaller companies are more flexible
and often more conscious of ESG issues, Matsui
said. Entrepreneurs always have passion, but pas-
sion alone is not enough. As an investor, she looks
for companies that use technology to solve soci-
etal challenges and are committed to integrating
ESG considerations in areas like diversity, data
security, and governance. Ultimately, truly disrup-
tive companies like Amazon or AirBnB not only
require good technology, but a sustainable busi-
ness model as well.

YR HES NI Young leaders combining passion and persistence to change the wol

Agency (JICA)

In promoting the nexus of humanitarianism,
development, and peace, JICA is a global sup-
porter of SDGs efforts. This year, with armed
conflicts at a record high, Goal 16 was par-
ticularly salient: “Peace, justice, and strong
institutions.”

JICA has long supported developing countries struggling with
conflict. In 2022, the agency provided Ukraine with ¥78 billion in
emergency funding to maintain government services like health-
care and education during the military invasion. It also helped
Moldova give urgent medical care to Ukrainian refugees, sharing
lessons learned after Japan’s 2011 earthquake and tsunami.

In July, JICA launched its first-ever Peacebuilding Bonds. These
will fund projects to promote peace and justice globally by build-
ing resilient state and societies in developing countries affected by
violent conflict.

The first global energy crisis: A chance
for change

Nobuo Tanaka, Chair, Innovation for Cool Earth
Forum (ICEF) Steering Committee; Former Execu-
tive Director, International Energy Agency (IEA)

The IEA was born of the 1973 oil crisis.

Today, we face the first global energy crisis.
Germany's current woes show the dangers
of overreliance on fossil fuels from a single
source. At the same time, current emissions
reduction pledges are insufficient to achieve

From left: Taichi Ichikawa, CEO & Co-Founder, World
Road; Caritta Seppa, Co-founder & COO, Tespack;
Zubair Junjunia, Founder, ZNotes; Aminetou Bilal,
Founder & President, Selfie Mbalite NGO; Norichika
Kanie, Professor, Graduate School of Media and

leaders that welcomes delegates from more

than 190 countries each year. Moderator
Taichi Ichikawa attended as a student and was
inspired to produce the book We Have a Dream,
70% of whose contributors were fellow attend-
ees, He led a lively discussion between several of
these contributors, with Norichika Kanie offering
another perspective.

Caritta Seppa’s company Tespack produces an
all-in-one backpack that can power laptops and
other equipment to create a “portable digital class-
room” where infrastructure is lacking. “When you
are passionate about what you do, you can find
ways through challenges,” she noted.This applies

O neYoungWorld is an annual forum for young

Using the investment chain to
advance sustainability

Riyo Azechi, Deputy Head of
Corporate Unit, Senior
Managing Director, Nomura
Asset Management

Countries from the EU to
Japan are seeking to both
achieve economic growth
and address urgent social and
environmental problems. Nomura Asset Manage-
ment is contributing to these twin goals through its
activities as an asset manager. By actively engaging
with the companies in its investment portfolio and
encouraging them to focus more on ESG, Nomura
drives enhancements in corporate value that pro-
duce higher returns for investors, helping to create
social value in a “virtuous cycle of investment.” At
the micro level, Nomura’s efforts to bring the sus-
tainable society closer include boesting financial
literacy and contributing to regional revitalisation
via targeted investment trusts.

We create, we connect:
Collaborafions for sustainability
Yo Honma, Representative

Director, President & CEQ,
NTT DATA

NTT DATA has two great
strengths: the power to cre-
ate and the power to connect.
Combining these to em-
power stakeholders thmugh

growth social and i 1 goals
both dl:rectly and indirectly. As examples, the
Kashiwanoha Smart City project uses NTT DATA
technology to improve healthcare outcomes and
longevity through data-sharing, while the recently
launched D-Resilio platform enhances organisa-
tional collaboration and data collection to better
equip governments, infrastructure, and society to
respond to disasters. More broadly, NTT promotes
an “Interconnected DX” model, in which digital
transformation is used to enhance sharing and col-
laboration, multiplying its benefits across partner-

equally to the SDGs.

Education equality is also a focus for Zubair
Junjunia. His website ZNotes began as a place
to share his own notes, but soon developed into
a hub for mutual aid between students that has
reached almost 4 million students globally. While
the language barrier remains a challenge to creat-
ing a truly level global playing field, work is un-
derway to address this, and Junjunia and Kanie
discussed the possibility of ZNotes working with
existing international educational networks.

Aminetou Bilal launched #SelfieMbalite, a social
media campaign to clean up Mauritania that has
since expanded to tree-planting and Covid=19-re=
lated activities. She learned from the success of a

Consuhing as a force for sustain-
ablllry Build Beyond As One.

Tatsuya Kamoi, President &
CEO, ABeam Consulting

ABeam Consulting takes a
twofold approach to sus-
tainability. Intermally it
promotes workstyle innova-
tion for its staff throu,

ABeam Business Athlete campaign. Staff also work
pro bono for international NGOs and NPOs like
WaterAid and Room to Read, while the company
creates jobs for women in regional Japan via SAP
skills training. On the project side, ABeam is using
data analytics to give companies more insight into
their non-financial information, helping local gov-
ernments, factories, and business create renewable

Governance, Keio University

similar campaign in another country, but adapted
it to Mauritanian needs and cultural norms (mbalite
means “rubbish” in the local language). “The cam-
paign succeeded because it addresses a real prob-
lem that people are aware of" she explained.

In closing, the three panelists were asked to offer
a final word of advice. Seppa stressed the impor-
tance of persistence in the face of initial scepti-
cism: “Don’t give up after you hear the first no.”
Junjunia’s advice was simple: “You have to start
now.” Even the simplest website can do good than
grand ambitions that are never realized. Bilal reit-
erated Seppa’s earlier call to stay passionate, say-
ing, “Without passion, you will not overcome your
challenges—and there will always be challenges”

Promoting the circular economy
and decarbonisation

Toshio Kitamura, Director &
Senior Managing Executive

Officer, Tokyo Century
Corporation

Tokyo Century has set 2040
as its target date for achieving
carbon neutrality, a full 10
years ahead of the Japanese
government. Leasing can help realise the circular
economy by contributing to the 3Rs (reduce, reuse
and recycle) CS1 Leasing, a Tokyo Century subsidi-
ary specialising in IT eq this,
reluing 90% of its equipment and recycling the re-
maining 10%. Another way Tokyo Century contrib-
utes to the decarbonised society is via participation
in the joint credit mec'hamsm UCM) in whlch the

energy communities, and working with i
companies to enhance local natural-disaster resil-
ience by analysing satellite images of floods.

Building a safe, sustainable
future—together

Shinichi Hirose, President &
CEO, Tokio Marine & Nichido
Fire Insurance

Tokio Marine is Japan’s old-
est insurance company, with
over 140 years of helping
clients weather unexpected
storms. Today it offers “risk
consulting” to help clients navigate the threat of
climate change and support social decarbonisation.
This includes insurance for sustainable energy pro-
jects to make them feasible for developing econ-
omies. Tokio Marine has also acted as a Japanese
voice in projects like the Task Force on Climate-
Related Financial Disclosures (TCFD), and in April
2022 it co-founded CORE, a disaster prevention
and mitigation consortium that will heighten so-
cietal through ion between
industry, government, and individuals, even across
national boundaries.

Japanese go the i
costs or lease payments for solar-power projects in
Asia in return for carbon credits.

%aerm Value goes beyond
the balance sheet

Tokuya Takizawa, Chief
Sustainability Officer, EY Japan

In the past, businesses were
judged chiefly on their prof-
itability. Today’s consumers
and investors increasingly
expect businesses to create
the kind of Long-Term Value (LTV) that cannot
be shown on a traditional balance sheet. The Em-
bankment Project for Inclusive Capitalism (EPIC),
created by the Coalition for Inclusive Capitalism
and EY, offers new metrics for measuring and com-
municating this value. This lets businesses broaden
their focus beyond the short-term and contribute
to initiatives like the SDGs. If the full compass of
the SDGs seems daunting, the solution is to start
small. Even beginning with a single goal can lead to
winning stakeholder trust while building a better
working world.

Net Zero by 2050. Part of the solution may be innovations in nu-
clear power, but we must not dismiss the concerns of those be-
trayed by past promises of safety. Carbon removal and hydrogen are
likely to play key roles, too.

Climate change is neither gender-neutral nor generation-neu-
tral, and young people will have a prominent place at October’s
Innovation for Cool Earth Forum. Their ideas will be crucial to
achieving carbon neutrality in the world they inherit.

Achieving the SDGs through smaill acts
of compassion

From right: Helllo Kitty, Sanrio character; Fuku Suzuki, Actor
©'22 SANRIO®

“I believe in a world where people are smiling and friendly, and I
see the SDGs as sharing the same purpose,” said Hello Kitty. “I be-
gan making videos to explain the SDGs in September 2019 at the
request of the UN. Each video focuses on a single goal. I've covered
midwives in a refugee camp in Bangladesh for Goal 3, ‘Good health
and well-being,’ and Japanese high school girls making straws from
barley stalks for Goal 14, ‘Life below water’ Everyone’s trying to
do what they can. With enough small acts of compassion, we can
achieve the SDGs.” Interviewer Fuku Suzuki agreed that compas-
sion was key.

TALK SESSION

What can we learn from
Generation Z2

en Z and millennials will account

for half of Japan's working popu-

lation by 2025, Supposedly, Gen
Z are uniquely conscious of sustain-
ability. “Is that really true? Is sus-
tainability part of your lives?” was
moderator Takahiro Soma'’s opening
challenge to the two Gen Z panelists.
“Some people take an interest, but
plenty of my friends don't even know
what the SDGs are,” admitted Malika
Sera, What may make her generation
different, she argued, is that they are
being presented with choices, such
as the option of china cups rather
than disposable paper cups at cafés.
Kyoko Ozawa agreed that it was not
so much her generation as the era
that had changed. “Despite initial
objections, reusable shopping bags

From top: Malika

Sera, Model, TV and lidless paper cups are now wide-
Personality, spread now, while plastic straws are
Presenter of “SDGs much less seen too. Changes have
Corner” on Nikkei occurred and people are living more
News Plus 9: sustainably whether they realise it or
Kyoko Ozawa, not,” she said. Both panelists agreed

Adviser, Marui,
Former CFO of
Euglena; Takahiro
Soma, Deputy
Editnr Niklkoi EQF

that committing to ESG was a way

for companies to be more pmﬁtahle
while also

lhelr staff with the sense that they are
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Managing Climate Change Loss & Damage

Why act now? Look around you.

Natural disasters

economicoutput by asmuch as 14 per

Inother partsof the world, hurricanes

Crisis point: clockwise from top left,

scorching hundreds of thousands of

- 5 cent, or $23tn. and cyclonesareamongthe mostcostly 4 Rhine runs low in Bi en, hectares, including farmland. Nearly
This year’s crop of cconomicssirsodomillosof i dbyweathersystems,  Garmanys floods In Peshawar 300000 hectareinspalnwentupln
people, especially in low-income th i i il in: flames thisyear —fourand a half times
extreme weather events nations. The drought-stricken Horn of that they are becoming stronger and Lake Me;:,ﬁl:r: jma;;o\glg;os;alm the annual average for the previous 15
has brought home the Mnﬁ}-.?h forinstance, ;am dtoface e folimate and July 2022; a girl sits by a river in Kearsandammmﬁngmﬂ 9bnin
i its fifth consecutive failed rainy season, drought-stricken Gode, Ethiopia; the ~ damage.
HIRency of tackling worseningthe crisis. Earlier this year, two category four aﬂzl?nalh of Hurricane lan in';'lmida And, although wildfires acrossthe
climate change, “The world needstoact now to hu d most powerful Mediterr unusual, with
b h d
reports Esan Swan el e e by mieteoralon o ;"e"‘,“ml"m".‘w'
widespread famine in the Horn of south-eastern coast of the US, causing moreintense because of drierand
Africa,” says David Beasley, executive billions of dollars”worth of damage and warmer weather, which createsideal
ater levels on the Rhine, director at the UN’s World Food damunghundmdsnf Tives. till firesin futu
acritical artery for the “Wemustgetth theUshas Further north, the UK experienced
German economy, ran needed to: 1 d stop people i lated di tecord temperatures thissummer,
solowduringthis ing il phiclevels of thath: h caused over $1bnof reaching a sweltering 40C, which
summer’s drought that hunger and starvation.” damage. One was adrought and caused firesin London and disrupted
access for cargo ships was severely The prolongedlack of rainfall hasled heatwave in the western US, during roads and railways.
reduced. toatleast1. lmnpeoplebemgforeed which waterlevels in the largest man- “The sad reality is this iswhat the
Ataround the same time, thousands from their h andi VOir i ntry, Lake future for London and the UK islikely to
of miles away, amonsoonin Pakistan humanitarian camps across Ethiopia, Mead, which supplies 25mn people look like if we don’t take strong action
resulted in one of the worst floods inthe Kenyaand Somalia. acrossseven states, reached record nowon the climate crisis,” said London
country’s history, as nearly eight times Historically, ﬁrmersam‘lhelders lows. Ina]theyhavedInppedlmﬂ Mayor SadiqKhan.
‘the average amount of rainfall washed across Africa have cl ince 2000, i icultural Astheshocks pileup and the urgency
away farmland, livestockand territory and natural but duction in the area harder. of cutting carbon eml.iimnshemmm
livelihoods. scientists say these often violent Ammemauumlguup uf scjenusls the world
‘While climate scientists continue to I d bei bated TudedinOctot d ommmes{aoepresmre&ompoom
examine the extent to which rising N thechangingclimate, as both groups acrossEurope, Chinaand North lossand
‘temperatures influence extreme Climate struggle to feed their communities. America this year were made at least 20 damage-usedbych.matedmnge
‘weather events, the increased change is Inthe past 50 years, drought-related nmmmorehkelylyyhuman -driven d
frequency and severity of floods, fires i il h laimed ite ch and that summer faranendm emptypmmlses”and ﬁ)r
andstorms is cause for concern. more than thelives of more than half a million droughtsare likely to become more thecosts
In2022alone, governmentshave net zero peopleand ic] of inte d fre ofdlmaledlangegobeynnd moneyand
spentbillions on protecting their . ‘more than $70bn, accordingto the Inthe US, President Joe Biden physical damage.
countriesagainst, and dealingwiththe  fargefs, if’s WDrldMemorolngmalOrgamzauun remarked lastmonth that fires inthe “For many ofus , reducingand
aftermath of, natural disasters — from about cli westand south-westhad burned an area avoiding [carbon emissions] is not
‘wildfires in Spain to the continuing statistics, say campaigners. “It’s more greater than the state of New Jersey. enough,” Nakate said at COP26in
droughtsin Ethiopia, Kenya and pE‘Dp|E than data points. It's morethannetzero  “The reservoirs out west are down to Glasgow last year. “You cannot adapt to
Somalia. Unriesss targets. I'sabout the people . . . whoare  almostzero” headded. “We’reina lost cultures, you cannot adapt to lost
Areport lastyear from reinsurance Nakato climate beingimpacted right now,” says Vanessa  situation where the Colorado River traditions, you cannotadapt to lost
group Swiss Re predicted that, by 2050, B c1ivist’ Nakate, a 25-year-old activist from looks morelikea stream.” history, you cannot adapt to starvation.
global warming could cutannual global Uganda. Across Europe too wildfires blazed, “You cannot adapt to extinction.”

-
BTN
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Managing Climate Change New Solufions

Media have big
responsibility

Contributors

Camilla Hodgson
Climate reporter
Alme Willlams
Climate reporter, US

Michael Stott
a Latin America editor
Patrick Temple-West
1n t e a e O Governance reporter
David Pilling
Africa editor
3 Pilita Clark
Business columnist
O ‘;V M I I I 1| I Chloe Cornish
Mumbai correspondent
Edward White
China correspondent
Iabel on products, from lothesto (oD
investment funds. In the UK and the US, Australia and Pacific correspondent
regulators are catching up with the Heba Saleh
Sarah valuable work done by journaliststo Calro correspondent
exposesome of these claims as Harry Dempsey
Gordon fallacious. Commodities correspondent
But, given the existential challenge Chris Campbell
that we face, journalists’ responsibility Change-maker: plc\:ure ‘Tojoin Gfanz members must joint effort of SSAB, the Swedish steel Visual journalist
obody believesthatbuying | goeswaybeyond thisnarrowremit,and | Mark Carney, make —and,. cnhcl]ly stickto — producer, energy company Vattenfall Murray Withers
arecycled T-shirtwillsave | beyond the oft-repeated tropes of found based net zero andiron oreproducer LKABtoTeplace | yorid news desk editor
the world. But everybody climate journalism — that businesses, Gfanz targetsacross all Scope 1, 2and coking coal, traditionally used in e
hasaresponsibilitytoactin | governments, banksare notlivingupto | Ardestsr=iBosries | 3 emissions by 2050, with interim with fossil-free electricity =l
the battletoreachnetzero. | their and journalists’ only targets in 2025 or2030, whilealso and hydrogen. Theyaimtocreatethe | %! i) SR T
Atpresent, itisbeinglost. Asthe latest roleistobringthat to the public’s reportingon progress. worldsfirst fossil-free: Nathalle Thomas
'UN environment programme report attention. Scope 3 captures emissions by clients technology, reducing Sweden’s CO, Energy correspondent
makes clear, the world ison track for Take the example of the Glasgow and portfolio companies that the sector emissions by atenth and Finland’sby Clive Cookson
global warmingofup to2.8Cbytheend | Financial Alliance for Net Zero (Gfanz), finances through lendingand other 7percent. Science editor
of the century without implementation | launchedin2021andled by ex-New services. Before Gfanz, at the start of Reporting oninnovationssuchasthis | Tom Wilson
of current pledges, after what it York mayor Michael Bloomberg, former 2021, not asingle bank had set ascience- doeshappen, but it doesn't feature Energy correspondent
described asa “wasted year” ofinaction | Bankof England governor Mark Carney, based sectoral 2030 target that included prominently enough. Companies bear Nick Butler
since COP261ast November. and former Securitiesand itsfinanced emissions. As of October some responsibility. They must build Visiting professor, Policy Institute, KIng's
without concerted action from Commission chair Mary Schapiro. It 2022, more than 250 targets had been trusted relationships with the media College London
policymakers, regulators, businesses, acts as a forum for the world’s biggest setacrossthe Alliance. This would not and ensure thisnews is amplified. But e
financial services firms and indivi financial instituti co-ordinate have happened without Gfanzand the the primary responsibility for seeking Chief executive, Impact Investing
wewill contis efforts tored bon emissi efforts ofthose wholead it. out these developments lieswith editors '
future of extreme wem.her withall the Toread much of the press in recent ‘We desperately need these coalitions andreporters. e
disastrous consequences this implies. months, Gfanz lsmsenuuslrouble andthe jointactionthey drive. No Asa former journalistmyself, 1 Peter Schwartzstein, Jessica Rawnsley,
cli h: ill be slowed losing: bers and at it initiative should be allowed toget away undetmndjonmahsLsarea]lergctn Philppa Nuttall, Jeremy Grant
Governments can change behaviour principles. The release of its latest with greenwashing, but the negative the “outside™ Freelance journalists
through policies; businesses can change | progress reportin October, which media coverageisadeterrenttonew external pressure s laudableand Amy Bell, Michael Kavanagh
behaviour through their operationsand | revealed that Gfanznolonger required joiners and not always justified by the Withouta Tnecessary to preser il [ editors
investments. However, one of the most its memberstosign up to the UN-backed facts. X of the press, and Tam nntsuggestmg it Steven Bird
mlpnmntdete.rmmamx of CIreree=s Race to Zerocampaign, sparked around More balanced reporting is needed, different should bein any way eroded. Designer
in of typical headlines: “Gfanz ‘quiet quits’ but there are other ways forjournalism approac h by But, without a different approach Esan Swan
Journalists have a hugerole to play. So, Race to Zero” (ESG Investor), “Carney’s to contribute tosolving the climate X from the media, initiatives such as Picture editor
what doesresponsiblejournalisminthe | financial alliance for climate change at crisis — such as sharing best practice, the med|a, Gfanz may notsucceed. Ifthey don’t, o e e e e %
age of global warming look like? risk” (Investment Week). reportingon innovation, or driving initiatives thebattle against climate change will oracveriising defal’s, confact:
The importance of journalists holding But there is more to the story. Gfanz regulatorsand policymakersto go notbewon. Andthisisonebattlewhere | Rebecca Nolimalo,
ies and gover launched in April 2021 with 160 further, faster. such as there are no winners, only losers. rebecca.nolimaio@ft.com, or your usual
hasnever 1 Alertingthe now has 550 from 50 Although progress since COP26 may CRTETE FT representative. All editorial content in
i de butnot kept i jurisdictions. Members’ financial assets havebeen disappointingon the world Y Sarah Gordon is chiefexecutive of the this report is produced by the FT. Our
crumalmanagewhenbusm&mhas total $150tn, up from $130tn in 2021. stage, at th level, there h: not succeed Impact Investing Institute, andaformer FT | advertisers have no influence over or
fond of: 7 The reporti; i he bigger hemaxmhngdevelupmems Oneisthe business editor prior sight of the articles.
ADVERTISEMENT South Africa’ deal
e e . ou rcas green aeal on
B# NIKKE ~“ "’ to preserve traditional hwsln; culture, and building safe, secure nations capable of
S D G s withstanding the threat of increasingly intense natural disasters. These were all | _I_ f - | _I_ . M _I_
the Green Archi Sept. 14,2022. Here,
FE STIVAL three experts from different fields - Emeritus Prn!asol Nobuo Fukuwa of Nagoya C O a p OWe r C U a | S O | g n | e
P “l“ University, Professor f the ity of snence, and Professor
TURAKUEHO Yukari Tak of ity of Toky nations,
We suppaort the Sustainable Development Goals and corporate activities.

Battle of Okinawa.

led 10 a shortage of semiconductors, which made it impossible for Japan's
automakers to follow production schedues. O, energy, and food prices soared
following the invasion of Ukraine. As we work toward a sustainable society, it s

‘Confronting Difficult Issues Enhances Disaster Measures With New Pathways for Prevention, Mitigation

Over the last few years it fees as though sometting completely cifferent has

The spread of offfe,  What about recently? In 20, Japan
suffered the Great Eastern Eartfiquake and
Tsunami, and then there was COVID-19.
The prebakility of a new Nankai Trough

Energy transition

Most money earmarked to
aid switch to renewables is
unspent, says David Pilling

clear that we must reconsider the risks we now face.

A gance at the chronology of natural disasters and epidemics, a5 they
happened in Japanese and world history, reveals that historic turning points
occur during times of overlapping calamities. Take the early 20th century, for
example. The sorcalled *Spanish fiu” influenza pandemic began as World War |
was drawing to a close, kiling some 400,000 people in Japan. In 1923, the Great

much of Tokyo, incur three

e national budget After that, major urred in the San'i,
Kanto, and Sanriku regions, among others. In 1944, the Nankai Trough
Earthquake struck, destroying the military factories concentrated around
Nagoya. This was soon followed by the Mikawa Earthquake. Both of these large
tembl bilit . Inspite of this setback,
the nation refused to surrender, leading to th Tokyo and the

Earthaquake occurringin thenext thity years
is 70-80%, while the chance of a quake
directly under Tokyo within the same
timeframe is 70%. We may be living during
times of great change.

Injuly 2022, inistry of Land,

It was billed as one of the biggest
achievements of last year’s COP26 sum-
mit in Glasgow. Western nations agreed
to provide $8.5bn of funds to help speed
South Africa’s transition from coal to

Infrastructure, Transport and Tourlsm (MLIT)
released The nterim Repor o1 the Natioral
jies. It calls for

Under thearr known as th

d its plans. According to a
leaked draft — described as broadly accu-
rate by one South African official — some
$4.6bn of the $8.5bn funding is ear-
marked as concessional loans with much
of the rest made up of guarantees. Only
$230mn, less than 3 per cent of the total,
isgrant money.

“We are concerned that the deal not
only adds to our debt burden, but
ignores adaptation,” says Sibusiso Maz-
omba, a climate advocate at the South
African Institute for International
Affairs. Internahonal donors, he says,

1o utiize the vitality of the business worlc,” and to nurture developments

crossing
Now is the time for

Just Energy Transition Partnership, or
JETP, the US, EU, UK, France and Ger-
" many pledged to help South Africashut

Lessons Fromthrough Fieldwork at World Heritage Sites: Housing Culture and Disaster Prevention

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc= FTA%2F2022%2F11%2F08&ts 20221107203207&uq 20220804103507

its coal plants more quickly than sched-
uled while “supporting an equitabl

are more i d in funding cl.m]am

to politically well-connected entrepre-
neurs who are reluctant to see a rapid
move fromcoal.

Officials have sought to use the idea of
a “just transition” to bring labour
unions to the negotiating table. “We
know that wecannot do this transition if
it is going to unfairly disadvantage
workers and communities,” says Crisp-
ian Olver, executive director of South
Africa’s Presidential Climate Commis-
sion. “We have to do the transition in a
socially and economically responsible
way that builds new sectors of our econ-
omy atapace thal can absnrb peopleas

such a:

power generation projects, rather than

helping upgrade infrastructure, such as

the storm resistance of buildings, in
p

inclusive transition”.
South Africa’s electricity grid relies on

rnal fr ernnhl @8 nar nant nf ito nanar_

P

theother

Another problem is trying to retire
coal plants when the grid is teetering on
the brink of collapse. Years of misman-
agement and corruption mean that
Eskom, the state electricity monopoly,
has been forced into rolling power cuts,

anmhamictinalhe Lnnum ac “lnad chad_
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| research traditional Liban dwellings, and today | Would like to talk about two
places - the Old Town of Lifiang in China and Turkey's Bergama

‘The Old Town of Lijiang, located in Yunnan Province, China, is the historical
center of hat clty. It islocated

All pages from Financial Times (Asia), Tuesday, November 8, 2022

contains the ruins of an acropolis towering

above a small city of stone buidings. The

had\l\oﬂa\ architecture dates from the era
rule, about 100130 CE.

of water.

J analys tightly
ed by a complex networt of narrow sireets. Two-tory houses are focused
around central courtyards. The traditional exteriors of these buildings are
protected, but inerior designs and decorations can be changed. However,there
afactshown

sed by the
Since the Od Town was made 2 Workd Heritage Site in 1997, tourism has
thrived, and the community has undergone major However,

A variety of disaster-related risks are
visible here. The region is an earthquake
zane, and is also prone to landslides and
fioods.

These are two examples, but there are
three possible approaches to developing
strategies for combining the inheritance of
residential culture with disaster prevention
First, is using modem technology to

Momoyo Gota
Professor, Faculty of Engineering
Dept. of Architecture

‘Tokyo University of Science.

Jocal cusioms such 25 drawing water from wellsor using ﬂrefrghnns hoses to
water daily Iife. These dapted to|
roles in disaster-mitigation training sirategies.

Bergama s in western Turkey, and was registered as a World Heritage Site in
2014 35 “Pergamon and its Mult-Layered Cultural Landscape.” The location

Climate change is causing more disasters than we could have imagined, and at
Jeves far worse than plarmed for. In May 2022 2 group of Bt rescarchers
published a paper by
typheon Jebi and torrential rains in western Japan in 2018, significantly higher
than the $112 billion of insurance payouts. Similarly, damages from typheons
Faxai and Hagibis in 2019 were estimated at $25 billion -the largest ever
worldwide - against just $14 billion in payouts.
At the 26th Conference of the Parties for the Unitec! Nations Climate Change
Conference (COP2E) in November 2021, a consensus decument was adopted
ise ton15°C. Major nations
including Japan have begun various initiatives to achieve carbon neutrality by
2050, Ching, which emits 30% of global greenhouse gas, plans to be carbon
neutral by 2060, and India by 2070 at the latest.
Behind the agreement on the 15C limit are efforts by private enterprise and
the finance industy. In partcular, asset-ich insurance: companies, financial
instrument.businesses, pension funds, and inscutionsl invesiors have set

resilience. Second, is a
financial approach utilizing funds and

subsidie fomthe clural erage st o pay forpreservation effors. The
hirdis Forth

Director, INTER SPACE Architects

ity to conduct mit tion drill
aswalmnglheanﬂemcwuluparg

Simultaneous Resolutions - Climate Change, Disaster Prevention, a New National Spatial Strategy

significant emissions reductions by 2030.
This must be done at the same time as
developing new technologies to ensure
carbon neutrality by 2050.

The National Spatial Strategy now under
discussion covers a wide range of interrelat-
ed issues. A declining population due to
aging weakens the ability of rural areas to
respond to pressing issues, while centraliza-
tion in Tokyo increases national vulnerabili-
ty due to the threat of a large-scale disaster
there.

Transitions to renewable energy must be
accelerated. Offshore wind farms are
Viewed as a key energy source for the future, but It is also essential to resoive
issues such as how 1 build industrial bases nearby to create jobs in rural areas,

Yukari Takamura
Prfesior st orFure

targets for net by 2050, and he corp
and organizations in which they invest to do the same.
It is crucial that existing technology be fully utilized by sodiety to drive

is the time to
utilize this advanced knowhow to build the infrastructure needed for safe,
‘secure [ands across the nation. .

@) TOKYO TATEMONO

s K U 0 PR VL U 1 s
ating capacity. That is one reason the
country is currently the world’s 13th-
biggest emitter of carbon dioxide. Butit
has some of the world’s best conditions
for solar and wind power, as well as the

*1' he deal not only adds o
our debt burden, but
ignores adaptation’

capacity to prod
hydrogen.

So the hope s that, if north-south co-
operation can reduce emissions more
quickly, similar programmes could be
rolled out in other coal-hungry coun-
tries, such asIndonesia and Vietnam.

“Going into Glasgow, this was one of
the big objectives of the UK and its key
partners: how to help phase out coal in
big countries,” says Amal-Lee Amin,
head of climate change at British Inter-
national Investment, the UK’s develop-
ment finance institution. But the push
for an announcement meantnot all pre-
paratory work was finalised, she adds.
“The JETP was launched as a ﬂlgshlp

Th ion of how the $8.5bn will be
spent is also becoming clearer. South
Africa has set three priorities for the
money: accelerating the transition from
coal; shifting its carmaking industry
from petrol to electric vehicles; and
starting a green hydrogen industry. It
has a $95bn five-year plan in which the
$8.5bn is meant to play a catalytic role.

A big problem in phasing out coal is
the potential loss of jobs in a country
with chronically high levels of unem-
ployment and inequality. The ruling
African National Congress has deep
roots in the trade union movement,
including in the National Union of
Mmeworkers The government has

projectbut there was very i

Nearly a year on, some details remain
sketchy. “I think that we underesti-
mated how complicated it would be,”
says Barbara Creecy, South Africa’s
environment minister, referring to the
lengths taken to draw up plans about
the nature of the funding and exactly
how it would be spent. “We had a
chicken and egg situation,” she says.
“The South African government was
saying: ‘Give us chapter and verse on the
money.” And the partners were saying:
“Give us the investments.” After much
delay, weagree: “Let’s do both.”

still, days before COP27 began in Sharm
el-Sheikh, neither side had formally

contracts, often as
part af black empowerment schemes,

Fork lift: a miner in South Africa

CupsULany AT s e sua
ding”. That has crippled businesses,
which are forced to scale back produc-
tion or investin expensive back-up gen-
erators or provide their own power.

“I do not see us retiring coal for a
while,” says Ivor Ichikowitz, a South
African businessman in defence and
aerospace, who said blackouts posed an
existential threat to swaths of industry.
“Everybody is nowlookingat how do we
survive; just to keep warm and just to
keep our industries alive. And we’ll
worry about climate change later.”

One positive point, he says, is that
wind and solar power could be added
quickly, especially if the government
further relaxed regulations. He would
like to see Eskom shrink as old coal-
fired power stations shut and the energy
mix shifts towards renewable energy
from private companies.

But that vision has met resistance
from an ANC that still has faith in the
capacity of the state toimprove equality
and is reluctant to cede too much
ground to the private sector.

“We don’t want to just see arepetition
of the ownership and concentration pat-
terns of the past,” says Olver at the Presi-
dential Climate Commission. “We don't
want to just see a ramp-up of privatisa-
tion as we transition our energy sys-
tems.” It is, officials say, a delicate bal-
ance of the country’s social and energy
needs and its climate obligations.

“Is this agood model?” asks environ-
ment minister Creecy, referring to the
$8.5bn package. “I guess the answer is
it'stoo early totell”
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Japan's Ministry of Economy, Trade and Industry (METI) sponsored the Task Force on Climate-Related Financial
Disclosures (TCFD) Summit 2022 on October 5. Sustainable finance will be indispensable in achieving a virtuous cycle
of environmental stewardship and economic growth, and METI has sponsored the TCFD Summit annually since

Getting to Where Capitalism Begets Sustainability ’ N

\GE )
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October 2019 as a platform for promoting sustainable finance. Cosponsoring the summit are Japan’s
TCFD Consortium and the World Business Council for Sustainable Development (WBCSD).

WELCOME MESSAGE

Accelerating Green Transformation
Nishimura Yasutoshi, Minister of Economy, Trade and Industry

apan is aiming to be carbon-neutral by

2050,” reaffirmed Nishimura Yasutoshi.

“To achieve that goal, we need to shift
away from the economic, social, and indus-
trial structure that has prevailed since the
industrial revolution and that has depended
on fossil fuels to one centered on clean en-
ergy, in which reducing emissions leads to
economic growth.

“The power of finance is indispensable for
accelerating green transformation. Japan has
made TCFD disclosure effectively mandatory,
which has resulted in more than 1,000 or-
ganizations supporting this disclosure. That
is the largest number of any nation in the

world, and Japan will
continue to promote
proactive disclosure.
“To improve the
quality of disclosure,
we have formulated ba-

e T
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Ensuring that All People Live Well
within Planetary Boundaries
Peter Bakker, President & CEO, WBCSD

Today, the purpose of business seems to
‘be making problems for the planet and
the people,” opened Peter Bakker pro-
vocatively. “And that is what the TCFD tries
to address.

“The C in TCFD stands for climate, and

maps for high-emission
industries to serve as
operational r

climate is p the most pressing of
our challenges. We all have seen the weath- &
er events. A 1.5-degree increase in globa.l

over the prei rial era is no

\,_

At last year’s TCFD Summit, the participants
evoked a shared understanding that working
against climate change can spur innovation. I
hope that thisTCFD Summit will pave the way
for new possibilities for the TCFD."

Bridging the Perception Gap
Takegahara Keisuke, Executive Fellow, Research Institute of
Capital Formation, Development Bank of Japan

h ic of the TCFD bershi
Am Japan,” revealed Takegahara Kelsllka,

is that 72% of the members are non-fi-
nancial corporations, compared with just 40%
elsewhere. Communication between the non-fi-
nancial and financial members was awkward
in the early days of Japan's TCFD Consortium.
The got the i
that financial institutions focused e_nul'ely on
downside risk in evaluating scenario analyses.

longer an ambition level. It is an absolute hard stop that we need to

remain under.

“Business as usual is no longer viable. We need to get back to a
regenerative Earth system. We need to get to where capitalism works

for rather than against sustainability.”

That misunderstanding cleared up, however, through our interchange.

“We are launching three programs to increase the consortium’s ef-

fectiveness further: a seminar for representatives of companies that are
new toTCFD, a seminar for corporate sustainability professionals from
companies that are engaged in TCFD, and a senior management forum.”

OPENING REMARKS

Pressing Ahead with
a Sustainable Finance
Agenda

Valdis Dombrovskis, Executive Vice-
President, European Commission

“Russia’s illegal ag-
gression  against
Ukraine,” cautioned
Valdis Dombrovskis,
“makes Europe’s
green transition even
more urgent. We rely
on adequate finance
from the private sec-
tor. To start with, in-
vestors need the right information to make
an informed decision. This is why our sus-
tainable finance strategy focuses on disclo-
sures and sustainability reporting. Here, the
TCED recommendations continue to act as
an important reference point.”

Making Progress in
Adopting the TCFD
Recommendations
Mark Camey, Finance Advisor to Prime
Minister for COP26, UN Special Envoy
for Climate Action and Finance
“The late prime min-
ister Shinzo Abe per-
sonally supported the
development of the
. TCFD and climate dis-
closure,” Mark Carney
recalled movingly.
“We've continued to
" he con-
, “in providing
the international financial system with the
‘plumbing’ required to manage the risks and
opportunities associated with climate change.
‘We have more than 3,400 companies world-
wide with a combined market capitalization of
over $25 trillion supporting this framework.”

Acknowledging the Jap-
anese Role in Promoting
TCFD Adoption Worldwide

Keeping up with aWorld
that Never Rests

Ronald B O'Hanley, Chairman and
Chief E tive Officer, State Street

Mary Schapiro, Head, TCFD iat,
Vice Chair for Global Public Policy and
Senior Advisor to Founder, Bloomberg
“Japan continues to
play a leading role
in accelerating TCFD
adoption,” laud-
ed Mary Schapiro.
“With 1,062 backers
of the TCFD, Japanese
companies account
for over 30% of TCFD
supporters. Japanese

Corporation
IR
Bt [

“The world nev-
er rests,” observed
Ronald O’Hanley,
“and the work the
TCFD does has never
been more impor-
tant, I am pleased
to note two points
of progress in Japan.
First, since the TCFD’s

regulators have also contributed si -

began in April, that

ly to the uptake of TCFD recommendations.
The Japan Exchange Group revised Japan’s
Corporate Governance Code to enhance the
quality and quantity of climate-related dis-
closure based on the TCFD."

OPINION EXCHANGE

PANEL DISCUSSION 1

effort has progressed well and improved the
quality of disclosures. And second, the devel-

opment of a roadmap for Japanese compa-
nies to determine their transition strategies,
which, in turn, is enabling related financing.”

Bringing Together TCFD-
Focused Companies and
Investors
Ito Kunio, Chair, TCFD Consortium,
Director, Hitotsubashi CFO Education
and Research Center
“The momentum for
TCPD disclosure is in-
, Ito
Kunio. “The number
of supporting organi-
zations worldwide has
reached more than
3,640. In Japan, dis-
closure in accordance
with the TCED has be-
come mandatory for companies listed on the
Prime Section of the Tokyo Stock Exchange
since April 2022. The TCFD Consortium has
brought together companies engaged in dis-
closure based on the TCFD recommendations
and investors that focus on such disclosure.”

Positioning the TCFD in the ISSB Framework

Mizuno Hiromichi, Special Envoy of UN Secretary-General on Innovative Finance and Sustainable
Investment, Emmanuel Faber, Chair, International Sustainability Standards Board {ISSB)

“There’s increasing frustration among corporate ex-
ecutives,” acknowledged Mizuno Hiromichi, “about
receiving dozens of questionnaires from different or-
ganizations. They are trying to work with the TCFD,
but they struggle with a lot of noise.”

“I understand the frustration,” replied the ISSB's
Emmanuel Faber. “The G20 leaders and several multi-
national organizations established the ISSB last year to
resolve that frustration by consolidating l.hE universe
of ESG (envi 1, social, gov
The idea is to create a global baseline that will en-
able global investors and global mmpanjes to speak
together about climate and other ESG issues.”

“So do T understand correctlv that rather than cre-

=%
\

‘&“t/L

initiatives?”

“Yes, and the TCFD is front and center in what we
do,” Faber responded. “The TCFD is very much in-
volved in what we do. The TCFD is in the DNA of the
ISSB.” Faber added that the ISSB is “working on the

transition nathwavs descrintion in our disclosures and

llluminating and Assessing Op-
portunities in Climate Change

Chair Nagamura Masaaki, of Tokio Marine Holdings,

kicked off the session by asking Katie Schmitz Eulitt,

of the IFRS (International Financial Reporting

Standards) Foumhtinn, about how the mnvergence of
is

the global arena: ﬁom vuluntary to mandatory.”
of Chemical, dis-

“The discl fr: ks are st lining rap-
idly” respunded Eulitt, who chairs the ISSB’s Investor
Advisory Group at the IFl\S Foundation. “We are tak-

of

cussed how his company is highlighting business op-
portunities in responding to climate change. “Stock
mark:ls are paying attention to efforts to reduce

inga p dards and that are
aimed at an investor audience and putting them under
the umbrella of IFRS."

Ikeda Sa.tol]n of Japan’s Fmancn] Semca Agency,

d on the state of di
disclosure in Japan. “We are pretty much ready to adupt
the 1SSB st standards in our corporat g mry

gases. We disclose opportunities by high-
l.lghtu:g contributions to achieving carbon neutrality.”
‘Yamaga Teppei, of Nomura Asset Management, ad-
dressed the question of highlighting opportunities
in climate change from an investor perspective. “We
need to consider metrics oLh:r than gneenhmls: gas

to assess cli pportunities more

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc= FTA%2F2022%2F11%2F08&ts 20221107203207&uq=20220804103507
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ating a whole new standard,” asked Mizuno, “you
are integrating and making the best use of existing
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on the financed emission part for the banking and
insurance and the investor side.”

KEYNOTE

Monitoring Financial and
Enwronmental Policy Worldwide

S Miyazono Masataka,
~ President, Government
Pension Investment Fund

“Climate change is an im-
portant concern for us at
the Government Pension
Investment Fund,” stated
Miyazono Masataka, “and we
are on record as supporting the
TCFD recommendations. Nations that have expressed
OF are preparing to express a commitment to achiev-
ing carbon neutrality account for 99.6% of global GDP.
Securing an accurate grasp of changes in financial and
environmental policy in different nations is crucial to
our work in portfolio management.”

Mobilizing Transition Technologies
While Developing New Ones

Tokura Masakazu, Chairman,
Keidanren (Japan Business
Federation)

“We at Keidanren,” report-
! ed Tokura Masakazu, “com-
piled a policy proposal this
May titled ‘Towards Green
Transformation’ To achieve
green [ransfnrmacmn, we w111
need to develop and deploy zero.

Doing Good Disclosure for Good
Customer Engagement

Hanzawa Junichi, Chairman,
Japanese Bankers
Association

“Disclosure is the starting
point in achieving net-zero by
2050," emphasized Hanzawa
Junichi. “The Japanese Bankers
Association has addressed the
TCFD Summits since the in-
augural one in 2019. Our chairmen have highlighted
the importance of proactive customer engagement
for banks. And they have highlighted the role of good
mutual disclosure as the foundation for that engage-
ment. Banks become green only when their customers
become green. We will work hand in hand to shape a
carbon-free society.”

Blazing a Policy Path to
Carbon-Neutral

Hata ke{ama Yojiro, Director-
General, Industrial Science
and Tecnnologv Policy and
Environment Bureau, METI

“We at METI are preparing
three initiatives for promot-
ing transition finance. The first
is to draw up basic guidelines
for such necessities as funding
in line with internationally
agreed p F The second is to sketch sector-

Ril

-

gies that do not yet exist. Innovation does not happe:n
overnight, 5o in the interim we need to make the most
of the best available technologies. We need to ensure
that ample funding flows to those transition technol-
ogies and enhances the effectiveness of decarboniza-
tion efforts.”

specific roadmaps. We have issued roadmaps for iron
and steel, chemicals, electricity, gas, oil, cement, and
paper and pulp, and we will issue one for automobiles
later this year. The third is to model projects at com-
panies in 12 sectors.”

*

system. That 1s 1n line with the trend that we witness in

appropriately”

PANEL DISCUSSION 2

Evaluating Corporate
Performance in Green
Transformation

Chair Ito Kunio asked each panelist in the second
panel discussion for their perspective on the status of
transition finance in Japan.

“We are seeing more issuers using transition finance,”
related Reiko Hayashi, of BofA Securities, “and better
understanding of transition finance among investors. We
need to develop schemes for encouraging investors to
evaluate corporations’ green credentials more properly.”

“We at banks say, “Your emission is our emission,’
quipped Mi ishi UFG Fi ial Group’s
Tomohiro, ‘because if we lend you money and you
emit, that becomes our Scope 3 emission” So we have
skin in the game when we talk about net-zero.”

“For many sectors that we are working with, the
transition to low carbon encompasses new business

models,” observed Sandrine Eguehard of Societe
Generale, “so we need to come to terms with new val-
ue chains.”

“We issued straight bonds and ESG bonds at the same
time,” remarked Kozawa Hisato, of Mitsubishi Heavy
Industries. “The green bonds were more favorable, both
in terms of market demand and issuance conditions.”

“In most cases, innovations will not be implement-
ed by the develnpe_rs but by [companies] that buy and
use the technology,” observed METI's Kihara Shinichi.
"So [ﬁnmml suppu!t] needs to cover not only the

CLOSING REMARKS

Understanding and Responding to
Climate-Related Risks
Peter Bakker, President & CEQ, WBCSD

t also the i
tefd-summit.go.jp/resultEn.html
EXpE
“A lot to be happy about,” summarized Peter Bakker. “Today’s TCFD Summit has E 3
=

provided a valuable space to build a shared understanding of key priorities and
the way forward. I know no other platform where business, banks, investors, and
policy makers have such fruitful conversations.” Bakker lauded Japan’s indus-
try-specific roadmaps for providing “important contexts for meeting emission
goals. This directly addresses the transition npportumhes and innovation that fi-

nancial institutions will assess and seek to support.”

Ministry of Economy Tradie and Industry
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Managing Climate Change Loss & Damage

Conflict and weather extremes drive acute hunger in ‘hotspot’ countries

Number of people (mn) expected to experience acute food insecurity® in
deteriorating hotspots during the period from October 2022 to January 2023

Central
America
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counfn‘es
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High levels of acute food insecurity persist across
East Africa with famine projected in Somalia

Oct 2022-Jan 2023 projection (by IPC v3.1 phase)

|:| Minimal Dstressed I:‘Crlsls . Emergency . Famine
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War and climate put 45mn people at risk of famine

Food insecurify is likely fo worsen in 19 “hunger
hotspois” in the period from October this year fo
January 2023, through a combination of
increasing conflict and climate change, UN food
agencies forecast.

Up to 205mn people are expected to face acute
food insecurity and fo be in need of urgent
assistance in 45 countries, according to the World
Food Programme and the UN Food and
Agriculfure Organizafion’s mid-year update on
the global food crisis, published last month.
“Targeted humanitarian action is urgently needed

to save lives and livelihoods in the 19
hunger hotspofs. Moreover, in six of
these hotspots — Afghanistan,
Ethiopia, Nigeria, Somalia, South
Sudanand Yemen —
humanitarian actions are crifical
in preventing further starvation
and death,” the report said.
About 45mn people in 37
countries are expected fo have so
little fo eat that they will be severely
malnourished, at risk of death or already

facing starvation and death. This
', includes 970,000 people projected fo
4, face catastrophic conditions in
2022 if no action is taken.

Conflict and organised violence

" remain the main drivers of acure
N hunger, with trends indicating
1 that they bath continued to

increase in 2022.

The war in Ukraine has also

exacerbated the food crisis by driving

up the price of agricultural commodities.

Russia and Ukraine fogether account for about
30 per cent of the global wheat frade.

Elevated global prices for hydrocarbons and
agricultural commodities continue fo cause
increases in domestic food and energy costs.

Extreme weather events such as tropical
storms, flooding and drought are alse significant
drivers in some countries and regions. Of
parficular concern, the drought in the Horn of
Africa that has already persisfed for two years is
highly likely fo worsen due fo a looming
unprecedented fifth relatively dry rainy season.

La Nifia, a climate patffern thaf changes ocean
surface currents and brings cooler water up from
the depths of the Pacific Ocean, has also
exacerbated weather conditions, causing crop
and livestock losses, particularly in east and west
Africa, central Asia, Central America and the
Caribbean.

This is the third year running of La Nifia, the
first fime in more than 20 vears thaf a “friple dip”
has occurred, putting countries already affected
by floods and drought on alert as further extreme
weather conditions are expected.

Debt crisis traps global south in vicious circle

Climate finance Poorer
nations need more
grants rather than loans
to tackle climate change,
writes Jessica Rawnsley

t was the $100bn question during
COP26 last year: would rich coun-
tries fulfil their pledge to give that
sum to poorer stales of the global
south, toadd h n

‘Omukuti, research fellow at the Univer-
sity of Oxford’s Inclusive Net Zero initia-
tive. “If you can’t pay back your debts,
your credit rating goes down, [and] you
compromise your partnerships and
your future capacity to get finance.”
More than half of the world’s poorest
countries are either in debt distress or at
high risk of it, according to the World
Bank. Poorer countries bear the brunt of
environmental degradation and are
simultaneously unable to meet the cost
of low-carbon and climate-resilient

2009, they said they would do so by
2020. But the figure was not achieved —
falling short at $83.3bn, and Oxfam cal-
culates that most of this was provided as
loans, rather than grants.

AtCOP27in Egypt this month, discus-
sion will once again be dominated by
rifts over climate finance. African min-
lslers have called the failure ln prmm‘]e

Research by the campaigning group
Debt Justice found they spend five times
more on debt payments than on dealing
with climate change, resulting in a
vicious circle of climate catastrophe,
borrowing, and spiralling debt burdens.

The climate crisis is driving poor
countries further into debt distress, says
Mary Robinson, founder of the Mary

money
And, evenif$100bn. lsdel[vered lead-
ers in the global south argue it is insuffi-
cient, particularly when most climate-
vulnerable countries are already mired
in debt and still grappling with the eco-
nomicfallout from Covid-19.
“Developing countries have to bal-
ance between urgent te needs and

Foundation-Climate Justice,
and former president of Ireland. “As
Mia Mottley [Barbados prime minister]
said, in many places like the Caribbean,
climate and other natural disasters
account for 50 per cent of the long
increase in public debt there. And that’s
typical.” Pakistan is a recent case in
point. Fierce flooding in the summer

people, killing 2,000, and costing
around $40bn in property damage. The
IMF approved a bailout loan of more
than $1.1bn but, last month, Pakistan’s
government announced it would need
‘to borrow billions more. The country
already has external debt of around
$130bn.

Debt crises in poor countries are often
triggered by extreme climate events. In
2019, Mozambique took on a $118mn
loan from the IMF to deal with the after-
math of cyclone Kenneth and cyclone
Idai. Decades earlier, Belize’s debt dou-
bled from 47 per cent of GDP in 1999 to
96 per cent by 2003, following devastat-
ingstorms in 2000 and 2001.

Nearly three-quarters of climate
finance still comes in the form of loans,
usually with high interest. A 2020
Oxfam report revealed that as much as
80 per cent of funds gathered for the
$100bn pot came as loans and, of that,
about half was in the form of non-con-
cessional loans: those offered on ungen-
erous terms.

Increasing climate threats make
lending to vulnerable countries more
risky, so borrowing becomes more
expensive. But, equally, as the intensity
and frequency of extreme weather

, vulnerable countries desper-

This year's floods in Pakistan di:

aquarter of climate finance in 2019 was
spent on adaptation, according to the
OECD.

sSome in the global south argue that,
because they bear little responsibility
for the climate chaos wrecking their
nations, debts should b lled and

33mn people

Members of V20, abloc of 20 coun-
tries among the most vulnerable to cli-
mate change, are considering halting
debt payments. Between them, they
owe $500bn over the next four years.
Leading the charge, Mohamad Nasheed,
former ident of the Maldives, said

the global north should pay reparations
a: ith: d

poor nations were locked ina Sisyphean

storms, only to see climate change
destroy the improvements.

There are potential solutions. Think-
ers in the Caribbean, Germany and
elsewhere have proposed debt-for-
adaptation swaps: creditors would
forgo debtrepayments so that the funds
could instead be spent locally on adap-
tation. This would boost domestic econ-
omies, eliminate the search for hard
currency to repay loans, and spur cli-
materesilience.

Similar debt swaps have worked in
Seychelles, Poland and Argentina. The
Bridgetown Initiative, unveiled by Mott-
ley in September, puts forward a
number of proposals to transform inter-
national financing, including natural
disaster clauses in every debt contract,
more concessional funding, and
expanding the lending capacity of mul-
tilateral development banks (MDBs).

“We need all the possibilities,” says
Robinson. Securing the promised
$100bn is important because it has
become a trust issue, she says, but there
also needs to be “areal pathway to dou-
bling climate adaptation finance” and
“debt swaps for adaptation and nature”.

“Above all else, we need to work out
how to open the coffers of the MDBs.
There’s so much capital available. It’s

paying back debts,” says Jessica ravaged the
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trap: borrowing money to ward off

the political will that’s the problem.”

Words into Action

The Nikkel Net-Zero Committee held its second plenary session on September 16. That group Is
the steering committee of the Nikkel Net-Zero Project, Iaunched in April 2021. The committee
and a

Initiatives in Japan and other nations and advances the cause of decarbonization by debating
pertinent issues, proposing bold targets, and conducting public outreach.

hairing the Nikkei Net-Zero Committee is

ProfessorYukariTakamura of the University

of Tokyo Institute for Future Initiatives.

Takamura characterized the Nikkei Net-
Zero Project’s second year as a time for translating
words into action. And she introduced the four
subcummlttees that are shaplng that actmn The

marshal i to

address issues in biodiversity, finance, energy,
and circular economy.

Takamura also reported on the Nikkei Net-Zero
Committee’s interaction with three networks of
university students and other youth engaged in
fighting climate change. Representatives of par
ticipating corporations meet periodically with
representatives of those networks to fortify their
approach with youthful input.

Yukari Takamura, Professor, Institute for Future
Initiatives, The University of Tokyo

ir in decar - Nishimura sug-
gested that Japanese decarbonization initiatives

£ — Government Pump Priming

Akihiro Nishimura, Minister of the Environment, Japan
“Decarl initia-
tives,” declared Japan's
environment minister

>sb video greeting to the

o meeting, “will alleviate the

. en industrial competi-

tiveness and will thereby

the government had established the GX (Green
Transformation) Implementation Council in

Akihiro Nishimura in a

energy crisis and strength-
stimulate economic growth.” He explained that
the Cabinet Secretariat to oversee *

will require more than ¥150 trillion in public- and
private-sector investment over the coming 10
years. And he reported that the cou ncil envisions
pump priming that investment with government
issuances of “GX Economy Transition Bonds."
Japan is promoting decarbonization in emerg=
ing economies, Nishimura added, with the Joint
Crediting Mechanism (JCM). The JCM allows for
bilaterally sharing credits for reductions in green-
house gas emissions at projects infused with

& — The Nikkei Net-Zero Committee

Chairperson
‘Yokari Takamura
Members
Takeshi Mizuguchi
Michiyo Morisawa

Professor, Institute for Future Initiatives, The University of Tokyo

President, Takasaki City University of Economics
Director, Japan CDP Worldwide
Executive Director, Renewable Energy Institute

Special Advisor, United Nations Environment Program Finance Initiative
bili

Scientist,
Management One

ible Investment Group,

Associate Professor, School of Engineering, The Umverslty of Tokyo

bili

i UFJ h and

Teruyuki Ohno

Takejiro Sueyoshi

Kanako Tanaka Ph.D. Eng, Senior
Investment Division, Asset

Kenji Tanaka

Mari Yoshitaka Fellow, Principal
Consulting

Kiyoshi Ando Editorial Writer, Nikkei In

Strategist,
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Coca-Cola Japan Miyoko Tanaka, Vice
President, Public Affairs,
Communications and Sustainability

Energy-Saving Technology
In Vending Machines

Reductions in electrical consump-
& tion, along with recycling of poly-

ethylene terephthalate (PET) bottles,
highlight work at Coca-Cola Japan in reducing greenhouse
gas emissions. Company aims to reduce those emissions
30% across entire value chain by 2030, compared with
2015. Coca-Cola Japan has adopted energy-saving technol-
ogy in about 85% of its some 800,000 vending machines.
Technology reduces electrical consumption up to 95% by
using electricity for cooling only during off-peak hours of

CORPORATE PROJECT MEMBERS

Mizuho Financial Group Yasuhiko
Ushikubo, Senior Executive Officer,
Head of Research and Consulting Unit,

Group Chief St Officer
Sustainability as Epochal
Challenge

Impetus for decarbonization is silver
lining in cloud of Russia-Ukraine
conflict. Transition strategy commands heightened atten-
tion. Mizuho Financial Group is harnessing diverse internal
:apah]lma and resources in suppnn nf c]lems sustainabili-

3. for exam-
ple assist clients with technical aspects for carbon-neutral
transition, just as financial functions assist with funding for
decarbonization initiatives. Group is approaching sustaina-

al

=

cool

11 p.m. to 7 a.m. Advanced insulation keeps L
in interim.

Mitsui Sumitomo Insurance Koji
Oki, General Manager, Sustainability
Section, Corporate Planning
Department

Soclal Resllience and
Sustainability

UN Intergovernmental Panel on

- Climate Change reports that global
surface temperature has risen 1.09°C since preindustrial
times and cautions that 40% of global population is vul-
nerable to effects of climate change. Russian aggression in
Ukraine, meanwhile, underlines escalating geopolmca.l risk.

bility kings as epoc: on order of previous

transformations in Japanese history.

NGK Insulators Ryo Ishihara, Vice
President, General Manager, ESG
Management Department
Unique Ceramic
Technologies for Carbon
Neutrality

’ L

‘ . NGK is working to eliminate carbon
emissions by 2050 and is targeting

annual sales of ¥100 billion by 2030 in new business related

to carbon neutrality and digital society. Company strength-

ened marketing oriented toward achieving that target with

launch of new orgamzmon in April 2022. Efforts include

of p related to carbon

Mitsui works with in spir-
it of creating shared value to identify and minimize risk.
That meshes with company’s commitment to bolstering
social resilience and sustainability through UN Sustainable
Development Goals. Planetary health is touchstone for
stance articulated as “Net-zero, nature positive.”

neulrallty NGK wields numerous technologies for address-
ing global issues, such as sub-nano ceramic membranes
that are useful for carbon dioxide capture, utilization, and
storage.

0ji Holdings Fumio Shindo, Director,
Senior Executive Officer

Twofold Investment

Leading paper manufacturer is in-
vesting ¥200 billion to reduce net
greenhouse gas emissions 70% by
FY 2030, compared with FY 2018.
Investment is twofold: half in reduc-
ing emissions from operations and half i in ahsurbmg ca.rbon

Mitsui Fudoesan Chiharu Fujioka,
Managing Officer, General Manager,
Corporate Communications
Department

Group Action Plan

Boom of recent years in real estate
market is unlikely to continue, in
view of deVElopcr Mitsui Fudosan,
and am-_mlc yen and surgmg energy prices are affecting busi-

dioxide with forestation. for 1

ness y. Mitsui Fudosan is nonetheless

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=FTA%2F2022%2F 11%2F08&ts= 20221107203207&uq 20220804103507
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N (condensed summary|

Shaping a decarbonized society will entail change for everyone

We, the corporate and individual participants in
the Nikkei Net-Zero Project, are determined to
bequeath to the next generation a world of natu-
ral harmony and sustainability, We aim to shape
a fair and just sustainable decarbonized society
that honors human rights and offers avenues to
the pursuit of happiness for all.

‘We will promote strengthened and accelerated
efforts to achieve interim, 2030 targets for fore-
stalling climate change with an eye to achieving
the Paris Agreement’s long-term target of capping
the rise in average global temperature at 1.5°'C
over the preindustrial level. We will support a
transition to decarbunizalTon in a fair mannerlhat

social by pi g bio-
diversity and forests and honoring human rlghts
and that ensures that no individuals or regions
are left behind amid industrial and social change.

‘We realize that shaping a decarbonized society
is not a task that we can accomplish alone. We
will therefore call on counterparts in Japan and
overseas to join us in this quest,

‘We will urge Japan’s national and local gov-
ernments to move swiftly in formulating and im-
plementing systems and rules for shaping a fair
and just sustainable decarbonized society that
honors human rights and offers avenues to the
pursuit of happiness for all.

Initiatives that we need to tackle now for achiev-
ing interim, 2030 targets en route to achieving
carbon neutrality by 2050

* We will evoke a decarbonized vision for socie-
ty and formulate a comprehensive strategy for
realizing that vision.

* We will help cap the rise in global temperature
at 1.5°C over the preindustrial level by promot-
ing a shift to an efficient, decarbonized ener-

fa es in deploying and replacing equipment
and infrastructure.

We will promote the absorption of carbon di-
oxide and help constrain net emissions of the
gas by preserving forests and promoting and
expanding sustainable forestry and by promot-
ing decarbonized community development that
employs forest resources.

Aiming to shape a decarbonized society, we
will render visible the benefits bestowed by
nature and the burdens that humans impose
on nature and will take those factors, along
with climate change, into account in corporate
management.

We will aim to achieve net carbon neutrality
overall in investment and loan portfolios by
2050.

We will allocate ample funding for achieving
decarbonization.

We will develop and supply produnts snd ser-
vices that contribute to decar and

emissions include converting coal-fired boilers to gas fuel
and increasing weight of renewable sources in energy con-
sumption. Carbon-absorption work will include expanding
company’s overseas producuon forests to 400,000 hectares.
0ji Holdings is also p inability through de-
velopment of eco- Fnendly paper products, forest-based new
materials, and healthcare products.

Miura Daisuke Miyauchi, President
and CEQ

Commitment and Strategy

Reduction and diversification con-
stitute boiler manufacturer Miura's
commitment to sustainability.
Company espouses commitment to
reducing carbon dioxide emissions
incrementally as first step toward elimination. Also espouses
commitment to diversifying sources of as crucial to
ensuring reliable, affordable supplies. Strategy for fulfilling
commitment includes such measures as transitioning from
fossil fuels to low-carbon fuels, such as ammonia and hy-
drogen, and ping new p such as methanation.
Miura is also moving to optimize energy sourcing by diver-
sifying geographical scope of purchasing

investing heavily in fulfilling newly adopted Group Action
Plan to Realize Decarbonized Society. Company is tackling
diverse initiatives to achieve decarbonization goals for 2030
and 2050, but two p p are ping
il 1b di Iy

Idings and

gy projects. Evinces strong sense of urgency about targets
looming in 2030.

EY Japan Tokuya Takizawa, Chief
ility Officer

Long-Term Value

Organization is addressing its pur-
pose, “Building a better working

world,” to further positive change at

clients and internally and is aiming

for in-house net-zero emissions by
2025. Active in advising clients on how to manage transition
to carbon-free energy portfolios. Emphasizes importance of
purchase power agreements (PPAs) in nurturing supply and
demand for renewable energies. Japan ranks 8th in attrac-
tiveness of overall renewable energy market among 40 na-
tions in EY'’s Renewable Energy Country Attractiveness Index
but only 28th among 40 in PPA market.

Boston Consulting Group Japan
‘Yukimasa Uchida, Co-chairperson of
l BCG Japan

Aiding Client Initiatives

Firm notes that tectonic changes for
ies include lingering pand

(7 F P
- ; ic concerns, geopolitical tensions, sup-
ply chain disruptions, transformative
q P

thereby promote a shift to consumption pat-
terns and lifestyles suitable to a decarbonized
society.

We will call on the Japanese government to

gy system that will tap the r le energy
potential of each region and will integrate dis-
tributed energy resources for fulfilling demand
locally.

* We will undertake decarbonization proactively
in new and existing housing and other struc-
tures to achieve interim decarbonization targets
for 2030 as a step toward achieving carbon neu-
trality by 2050,

* We will take into consideration the carbon-neu-
tral target for 2050 and the useful life of

| a carbon-pricing framework to hslp

“new normal” ;, and mounting
expectations of human resources management, as well as cli-
mate change and need for decarbonization. Notes, too, that
companies must deal with rising inflation and interest rates,

Kyushu Electric Power Kazumichi
Matsumoto, General Manager,
Corporate Strategy Division

New Energy Mix

Company is moving to position re-
newables as core power source in
new energy mix for reconciling
decarbonization, reliable access to

poveer, and affordable electrlclty Is focusing on upnmal

for p g targets for of mix.

Notes that wholesale electric power prices are lower in

Kyus]m than in otl:er regions of Japan and attributes that to

of’

bulld social r um for decar

initiatives by establishing a visible cost-benefit
dynamic for decarbonization and thereby en-
sure a fair distribution of related burden and
responsibility.

We hereby pledge to press ahead resolute-
ly with measures for achieving carbon neu-
trality, and we will publicize our commitment
and our initiatives broadly in the international
community.

Nikkei Net-Zero at COP27

The 27th UN Climate Change Conference of the Parties (COP27) opened in the
Egyptian coastal city of Sharm el-Sheikh on November 6 and will continue un-
til November 18. Representatives of corporate members of the Nikkei Net-Zero
Project will deliver presentations at the COP27 Japan Pavilion between 1:00 p.m.
and 2:30 p.m. (local time) on Monday, November 14. Admission is free, but attend=
ees need to register in advance: https://events.nikkei.co.jp/53342/

*

fluctuating exchange rates and lmc:rhm i om.lonk
Salutes for their to
inability despite d s posed by other c.ha.l.lengcs and

energies and nuclear power
and to long-l.elm purchasing contracts for liquefied natural
gas. Company is active in collabormve efforts to heighten

and unwavering
to decarbonization. Is official partner at  COP27.

Daiwa Securities Group Inc. Keiko

Tashiro, Deputy President, Executive
Head of Overseas Operations, Head
of SDGs and Think Tank

Visual Positive Impact

N b Group aims to achieve carbon neu-
\ ‘ A trality internally by 2030 and in en-
= tire investment and loan portfolio
and other categories by 2050. Arranged airline industry’s
first “transition bond” this year for Japan Airlines. Issuer will
use proceeds to advance transition to carbon- ﬁee opera-
tion. In asset assesses 1 and social
impact in fund performance reporting, allocates portion of
management fees to positive-impact initiatives, and pro-
vides customers w:th investment opportunities in environ-
ial enterprises. Head building uses

100% renewable energy from group sources.

FINANCIAL TIMES

of need for ion.

JERA Hisashide Okuda, Corporate
Vice President, Managing Executive
Officer

Geographical
Responsiveness

Japan’s largest electric power pro-
ducer, JERA, brings global perspec-
tive to challenge of eliminating
carbon emissions while ensuring reliable access to elec-
tric power. Its efforts toward eliminating carbon dioxide
emissions by 2050 span three approaches: securing as many
carbon-free energy options as possible, addressing regional
needs and ci flexibly, and mapping a realistic
energy-transition path. Company is on track to increase
ammonia proportion of power plant feedstock to 50% by
early 2030 and to reduce carbon dioxide emissions at least
60% by 2035, compared with 2013.
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UK’s green

hydrogen

plans stuck in
the slow lane

Industrial policy Britain trails other countries
backing the low-carbon fuel, says Nathalie Thomas

B

‘welve months ago, Kwasi
Kwarteng, then the UK's

‘Yet, just 12 months on from Kwart-
eng ’s mslt to ITM’s Sheffield factory,

Y, stood on. Britain risks missing
asite in the Engl.ls]] cityof  outonbuilding alarge new manufactur-
Sheffield where stainless ingsector amund green hydrogen. ITM
steel was until the 1990s ber that it was
and declared the government’s support ~ scrapping p]a.us to build a second elec-
for a “new Britishindustry . .. thatwill  trolyser factoryinthe UK.

thrive over the next decade and
nd”

Kwarteng — later appointed chancel-
lor then sacked by UK prime minister
Liz Truss before her own departure in
October — was, at the time, referring to
the production of hydrogen. He was vis-
iting ITM Power, a London-listed com-
panyﬂlalmakeseledmlysis equipment.
in sheffield to produce g;reen hydrn-

“All of our European competitors are
being funded to the tune of tens or in
some cases hundreds of millions,” Gra-
ham Cooley, ITM’s outgoing chief execu-
tive, later told the Financial Times inan
intervi

iew.

His company had once been some-
thing of a stock market darling. At one
stage, its market capitalisation rivalled
that of established energy suppliers

gen” fromwater

Inrecent years, countries and oompa—
nies around the world have come to
view green hydrogen as a critical tool in
decarbonising some of the world’s most
polluting industries, such as chemicals
and refining.

And, since the shock of Russia’s inva-
sion of Ukraine in February, that inter-
est has only accelerated. Green, or

“renewable”, hydrogen features heavily
in new policies, surh as the RePowerEU

ctrntam: tn di

such as British Centrica.

But ITM’s shares have dropped by
more than a quarter in the past month
to trade at 87p last Friday, down 85 per
cent since hitting peaks above £5.50 in
early 2021, when money was pouring
into greenstocks.

Some of 'TM's woes are down to inter-
nal problems. It issued a profit warning
at the end of October due to manufac-
turing delays with its newest product.
Cooley agreed to step aside to make way

for anatharlandor il fnho namad

‘the decision toscrap its planned second
UK factory.
However, others cite i gov-

avery free market, libertarian . . . and
is not a particularly industrial strategy-
d »

ernment backing — which leaves Britain
at risk of losing out to other countries
that are throwing subsidies at the nas-
cent green hydrogen industry. Mistakes
‘have been made before with industries
such as offshore wind, where the UK
‘built one of the biggest markets in the
‘world but much of the manufacturing is
done abroad.

“It’s not really a huge state secret that
the British government is not particu-
larly industrially minded, and neither is
the investor base in the UK,” says Chris
Jackson, chief executive and founder of
Protium, a UK company that develops,
finances and operates green hydrogen
and other renewable projects. His cus-
tomers include the Budweiser Brewing

set
This year, the UK did launch a
£240mn net zero hydrogen fund,
although critics point out this is a drop
in the ocean compared with EU and US
incentives. The UK is also, controver-
sially, backing both green hydrogen and
so-called blue hydrogen, which is pro-
duced from natu.ral gas with the result-
ant carbon di d and stored.
By contrast, marel_han €10bn of pub-
lic money in the EU is being channelled
into two large cross-border hydrogen
projects, dubbed Hy2Tech and Hy2Use.
That funding will go to companies that
can help build up EU member sTAMS
ilities to produce r
hydrogen. In recent months, competi-
tors to ITM, mcludmg Germany’s Sun-
fire, have ial EU

Group, part of global drinks pany

Amhamonr Droch Tnor

Fondine  Moct ranantle tha T

Fill her upt: an ITM Power hy
refuelling station close to the M4
motorway in England

in the US to take
advange of the tax credits offered in
theInflation Reduction Act — president
Joe Biden’s flagship climate, tax and
healthcare legislation.

Cooley insists TTM Power is still work-
ing towards its annual target of deliver-
ing electrolysis equipment with the
capacity of handling 5GW of energy —
although not by the end 0f2024 asithad
originally planned. It intends to expand
its existing Sheffield plant to have a
capacity of 1.5GW a year —up from 1GW
— but it will look abroad to fulfil the
remainder of its 5GW ambition.

“We’re not walking from the UK,”
Cooley says. But he adds that “around
the world ﬂ]ere is very strong engage-

ment

local ing
with funding — and that does not existin
the UK”.

The Department for Business, Energy

A Trnductrinl Chrntams Anfande tho cbent
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Union’s energy supplies away from
imported Russian gas.

The UK also doubled its target for low
carbon hydrogen production to 10GW
by 2030 in its energy security strategy,

who has more experience in building up
manufacturing capabilities, although he
intends to continue working with the
groupinastrategic capacity.

ITM also partly blamed “incredible
oo ” jated with

which was drawn up Russia’s
assaulton Ukraine.

¥
construction projects more broadly for
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“There is a prevailing attitude . ..
[of] why would [we] pay to do it our-
selves when we can let others subsidise
itand we can buy it cheaper later,” sug-
gests Jackson, who is also aformer chair
of the UK Hydrogen & Fuel Cell Associa-
tion. “That comes froma mindset that is

Where Legal Teams Work

Legal professionals collaborate using
Litera for everything from the practice of
law to the business of law.

For more information

visit “N
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litera.com

Junuing.
approved €220mn for a plant in Spain
planned by Grupo Cobra.

Mark Hutchinson, the head of Aus-
tralian billionaire Andrew Forrest's
clean energy business Fortescue Future
Industries, has also that warned private
sector money could flow into green

must rovenuy, we Ly

‘The British government is
noft particularly industrially
minded

anu 1uUDY a1 U ALCKy UCICHS BB at-
egy, though. It says: “The UK hasa world
leading ambition for 10GW of low-car-
bon hydrogen production capacity by
2030, with atleast half from electrolytic
hydrogen, which could unlock 12,000
jobs and £9bn in private investment
acrossthe country this decade”

Fusion
edges from
fantasy to
reality

Nuclear power

Investors are crowding in on
promise of ‘unlimited clean
energy’, reports Tom Wilson

The promise of producing limitless
power by fusing atoms has tantalised
scientists for decades — but always
seemed just out of reach.

Now, a series of scientific break-
throughs and a rush of private invest-
ment is raising hopes that commercial
fusion power could yet play a meaning-
ful role in cutting global emissi

Testing times: the JET contrel room in Oxfordshire, UK — LzonNeai/Gerty mages

Joint European Torus (JET) facility in
oxford, England, produced a record 59
megajoules from a reaction lasting five
seconds — enough energy to boil about
60 kettles.

Although far off the requirements for
commercial power, both achievements
‘were heralded as major breakthroughs

in the scientifi However, it

before 2050.

is the activity in the private sector that

“There’s no point this
arriving in 2048 because it’s too late,”
says Chris Kelsall, chief executive of
Tokamak Energy, which is one of more
than 35 private fusion companies world-
wide betting they can deliver commer-
cially viable fusion power in the next
decade. “We're very focused on deliver-
ing demonstration of the technology,
net electricity into the grid, in the early-
tomid-2030s.”

Soviet scientists pioneered the
development of the first fusion
machine, known as the “tokamak”, in
the 1950s. The design enabled a
plasma of two hydrogen isotopes, deu-
terium and tritium, to be held in place
by powerful magnets and heated to
extreme temperatures so that the
atomic nuclei fuse, releasing vast
amounts of energy.

The same reaction powers the sun
but, to this day, no group has been able
to achieve fusion while producing more
energy than the system consumes — a
milestone known in the industry as net
energy gain. “That is what we think of as
the Wright brothers’ moment . . . when
the plane actually takes off,” says Mela-
nie Windridge, a plasma physicist who
runs the consultancy Fusion Energy
Insights.

‘While net energy gain ins el

has p d the most

In the 12 months to the end of June,
private fusion companies raised
$2.83bnin investment, mainly in the US
but also in the UK, according to the
Fusion Industry Association.

The financing — from investors
including Bill Gates, Tiger Global Man-
agement and Chevron —was more than
the total funding raised by the industry
up to that point and brought private sec-
tori d: $4.9bn.

Kelsall says there has beena “palpable
inflection” in attitudes to the fusion
industry in the past year as investors
have begun to take it seriously as poten-
tial tool in the fight against climate
change.

‘There’s no point this
technology arriving in 2048
becauseif’s oo lafe’

‘While gover backed facilities

makes fusion’s potential too attractive
toignore. “Fusion is, in a sense, the ulti-
mate solution to climate change.”

First Light's approach involves firinga
projectile at a deuterium-tritium fuel
pellet to force the isotopes to fuse. The
energy density of the fuel is so great that
a pellet one centimetre wide should be
able to generate the same amount of
energy asabarrel of oil, he says.

windridge puts it another way:
roughly 1 kilogramme of fusion fuel has
the potential to produce as much energy
as10mn kilogrammes of fossil fuels.

That makes fusion power particularly
attractive for energy-intensive proc-
esses — such as repairing the future cli-
mate by pulling carbon dioxide from the
atmosphere, in a process known as
direct air capture.

Accessing the hydrogen isotopes most
used in fusion should not be a problem.
Deuterium, which can be found in sea-
water, is widely available, while tritium
can be extracted from lithium.

Tritium is mildly radioactive but,
unlike nuclear fission where atoms are
split, fusion does not produce long-lived
radioactive waste.

For that reason, the UK government
in June confirmed that future fusion
facilities will be regulated by the Envi-
ronment Agency and the Health and
Safety Executive, rather than the Office
for Nuclear Regulation, ina boon for the
British fusionindustry.

Britain has been at the forefront of

like JET and its successor, ITER — cur-
rently under construction in France at a
cost of than €20bn — will conti

): research ever since the UK
Atomic Energy Authority, established a
world-leading fusion laboratory at Cul-
haminO in1965.

to lead on fusion research, the hope is
that smaller, imble pri

there are several reasons for optimism.
Last year, the US government’s National
Ignition Facility in California came the
closest yet to generating net energy by

players can accelerate the path to com-
mercial use.
Nicholas Hawker, chief ive of

“It’s a really exciting time now
because we've got the public labs doing
important experimental work on the
science and, at the same time, we've got

Oxford-based First Light Fusion,

bombarding a tiny pellet of hydrog
plasma with 192 lasers. Six monthslater,
scientists at the government-funded

* FINANCIAL TIMES

which
has been pingan h called
projectile fusion since 2011, says the
prospect of “unlimited clean energy”

the pri important.
engineering work,” says Windridge.
“The more that those two can partner
together, which is now happening, the
faster we're going to get to fusion.”
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Electric vehicle makers face battery squeeze

Transport Tesla, Ford,
GM and rivals are
scrambling to secure
raw materials and
protect supply chains,
writes Harry Dempsey

orthe first time in more thana

decade, the cost of an electric

car battery is set to rise this

year. Soaring prices for battery

raw materials — such as lith-
ium, cobalt and nickel — have led com-
modities research provider Bloomb-
ergNEF to predict the reversal of a long-
held trend towards cheaper cells, which
had seen costs come down from $1,220
per kilowatt-hour in 2010 to $132 per
KWH last year.

But a return to more expensive bat-
teries, alongside a supply chain squeeze,
calls into question how quickly electric
vehicles can become affordable mass-
market products — at a time when
transport still accounts for a quarter of
the carbon dioxide emissions that are a
driver of global warming.

Industry analysts forecast that car-
makers will experience prolonged pro-

Electric dreams:
an opening tour
of aTesla
‘gigafactory’
(left); a geologist

duction disruptions, akin to those holds ium-
caused by icond: shortages i rock
over the past two years. at an Australian
So, faced with constraints on their  mine (right)
ability to acquire raw materials, auto- ~ SuzamneCerdaraietry
motive companies are planning totake  59Ce S

over the buving of vital inputs them-

showed the EV maker has applied for
tax breaks to build a potential lithium
refineryin Texasor Louisiana.

Suchamove is seen by many industry
observers as necessary to achieve Tesla’s
ambition of 20mn electric car sales by
2030.

It comes with greatrisk, though. Lith-
ium refining — a complex chemical
process — is a far cry from the car-
maker’s core expertise of designing

— the same level as last year. A cost of
$100 per KWH has long been viewed as
the level that will make electric cars
affordable.

Tesla is the industry frontrunner in
securing battery raw materials but
some incumbent automakers, frus-
trated by supply chain disruption, have
recently stepped up their own efforts to
secure resources by going directly to
producers.

General dte Tiv-

vehicles. and relies on the

says Chris Berry, president of Mountain
House Partners, aconsultancy.
However, Lukasz Bednarski, princi-
palresearch analyst at S&P Global Com-
modity Insights, suggests the doom

Reduction Act includes tax credits for
EVs with a certain percentage of raw
materials sourced from the US, or free
trade partners, or recycling. This has
left automakers and battery cell manu-

mongeringis overblown. facturers scrambling to rework their
“The fact that the market istightisa  supply strategies.
good enough reason for the The US legislation also prevents vehi-

to look at their supply chains. Before,
they had the mindset: ‘we buy batteries
but let’s leave buying the battery mate-
rialstothe hatterv manufacturers’ That

cles from accessing those credits if any
of the critical materials are extracted,
processed or recycled by a “foreign
entitvof concern”.
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selves, rather than leaving it to a vast
baseof suppliers.

“Carmakers are worried about critical
mineral access,” explains Jon Hykawy,
president of research firm Stormerow
Capital. He argues that taking the lead
on raw material sourcing is the only
option they have.

Tesla was the first carmaker to ven-
ture down this path at its landmark Bat-
tery Day in 2020, with founder Elon
Musk saying the company would inter-
vene directly, where necessary, to sup-
plement the supply of battery materi-
als.

public evidence of Tesla moving up
the supply chain has so far been rela-
tively muted. But filings last month

being ableto secureatypeoflithiumore  ent, alithium mining group, $200mn to
known as “spodumene”, secure supplies, while Ford said it would
Here, availability and cost probl stump up fi for Liontown

can be serious. Prices of lithium hydrox-
ide, the refined product, have skyrock-
eted to more than eight times thelevel of
the start of 2021 at almost $70,000 per
tonne, close to the record highs hit in
March, according to Benchmark Min-
eral Intelligence.

But, despite the high prices, capital
flows into lithium are still meagre rela-
tive to the expected soaring demand,

Resources to develop a lithium mine.
stellantis has even taken a €50mn
equity stake in Vulcan Energy
Resources, which aims to produce lith-
iumin Germany.

“What we've seen, where car manu-
facturers have been dabbling in the sup-
ply chain, isthe very beginning stages of
whatis going to happen,” says Jaffe.

While some see these moves as a

of battery

says Sam Jaffe, vice-p
storage solutions at E Source.
Asaresult, his consultancy revised up
its medium-term forecast for battery
costs to $138 per kilowatt-hour in 2024

ded shift in strategy, others
say certain deals smack of panic. “It tells
you how desperate they are for lithium
units — they are willing to do deals with
companies that have no production,”

It's still not
common for
aufomakers
fogoouf
and buy

the lithium
mine’
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ischanging slowly”

However, he adds: “It’s still not com-
mon for automakers to go out and buy
the lithium mine. I don’t think such a
trend will really take place because that
‘would be very unusual.”

Higher prices come as western gov-
ernments commit to industrial policies
that will influence where carmakers
source their raw materials, by introduc-
inglimits and incentives.

“Idon’t think it’s just the pricing envi-
ronment,” says Yayoi Sekine, head of
energy storage at BloombergNEF. “The
geopolitical environment has created a
lot more questions around securing the
supply chain”

US President Joe Biden’s Inflation

Berry believes economic and geopo-
litical changes — which also include
soaring energy costs because of the Rus-
sia-Ukraine conflict and rising interest
rates — could turn what would have
been ablip in battery prices into some-
thing morelasting.

“The entire investment thesis rests on
batteries getting cheaper and cheaper
every year and getting more energy
dense,” he says. “Here we are, for the
first time ever, where battery pricing
has stagnated.”

“Given so much change across the
battery supply chain . .. industry has
to turn on a dime — and that means
some of these cost pressures could be
structural”

BNDES. The Brazilian
sustainable development bank.

This is BNDES.

DID YOU KNOW THERE IS A BRAZILIAN
BANK THAT IS RECOGNISED AS ONE

OF THE INSTITUTIONS MOST COMMITTED
TO SUSTAINABILITY IN THE WORLD?

A Brazilian development bank that is a global leader in clean energy financing,
having assisted Brazil to build one of the cleanest energy grids on the planet.

The bank is committed to supporting Brazil’s just transition to a carbon neutral
economy, while working with both public and private sectors in structuring and
financing projects in diverse areas, like energy and sanitation.

BNDES's actions related to this goal contributed to the institution being rated
ESG A1+ by Moody’s ESG Solutions, the highest grade in the agency’s scale.

For over 40 years, BNDES has been focusing on what is known today as ESG. It is a
long journey, and we will continue to invest, finance and believe in a better future.

Scan the QR code and discover our next steps in supporting the climate agenda,
as well as investment opportunities in Brazil.
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Managing Climate Change New Solutfions

Charcoal bumlng threatens Iungs of Africa’

Deforestation Some
businesses are starting
to develop alternatives
to the cooking fuel,
reports David Pilling

n the central market of

Ambovombe, a provincial capitalin | #8 " &

southern Madagascar, traders

squat on the ground in front of hagy

‘heaps of charcoal. In towns and cit-

ies across the island, it is the favoured &

cooking fuel, valued for its intense heat
and slow-burning proj
And thatis why in whal remams of

Fuel from the forest: charcoal for
sale at a market in Ambovombe,
Madagascar

Chark BbyFT

of carbon emissions. It also endangers
rain patterns that are regulated by for-
est sysbems and leads toloss of topsoil —
dinparts of Mad
Moreover, charcoal is dangerous to
those who use it. The ADB estimates
that some 300,000 women and 300,000
children die each year from inhaling

damagmg particles from charcoal, says
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the forests of Madagascar’s drought-
prone south, several hours’ walk from
the denuded landscape next to the main
road — people scratch out a living by
chopping down trees and burning them
to produce charcoal briquettes.

Though much of the trade is illegal,
and blamed for the country’s rampant
deforestation and soil degradation,
charcoal is still openly sold by the road-
side and in towns and cities. In more
rural areas, the preferred cooking fuel is
firewood.

The effects on the landscape have
been dramatic. “Before we were born,
there were forests here when our grand-
fathers were children,” says Tsilahara
Monja, surveying the parched red earth
that, in years of little rain, struggles to
produce a crop. “But they cut them all
down back then,” he explains — adding
that the lack of trees had contributed to
the vicious dust storms, known as tiom-
ena, thatblight the region.

In cities throughout much of Africa,
where nearly half of the rapidly growing
population now lives, charcoal is the
main cooking fuel. Only the wealthiest
people use gasor electricity.

Akinwumi Adesina, president of the
African Development Bank, was once
surprised when visiting Malawi in east
Africa to see bicycle after bicycle and
truck after truck loaded with charcoal
driving to Lilongwe, the capital. “I asked
the minister of energy, how long do you
think it's going to take for us to have no
forest left in Malawi?” he recalled in a
recent interview. “I thought he was
gonnasay 10 years. He said three.”

1f deforestation is a regional problem
for countries like Malawi and Madagas-
car, it is a planetary threat in central
Africa, hometo the Congo Basin rainfor-
est, the world’s largest forestry system
after the Amazon. Sometimes referred
toasthe “lungs of Africa”, the rainforest,
which cover at least 240mn hectares
according to the UN Food and Agricul-
ture Organization, forms a carbon sink
equivalent to six years of global carbon
emissions.

Those forests are relatively well pre-
served in Gabon, a net absorber of car-
bon, whose forests sequester about one-
third of the carbon each year that

All pages from Financial Times (Asia), Tuesday, November 8, 2022

France emits. Gabon is relatively
‘wealthy and thinly populated, with a
population of 2mn in a country roughly
the size of Britain. Unusually, most peo-
ple use gas to cook, not charcoal, and
laws againstlogging are relatively strict.

But, in the Democratic Republic of
Congo — a much bigger and poorer
country of 90mn people — the rate of
deforestation has reached neuly

tions by McKinsey, at least 40 per cent
of Africa’s carbon emissions are the
result of human-induced land use (such
as for settlement and agriculture) and
changes inland use, to which deforesta-
tion is a major contributor.

In areport, McKinsey wrote: “In sub-
Saharan Africa, where more than
950mn people rely on wood and char-
coal for cooking — a number that is

500,000h Ily to
Global Forest Watch. In many African
countries, including DRC, deforestation
rather than energy production for elec-
tricity or industry, is the biggest cause of
carbon emissions. According to calcula-

pected to reach 1.7bn by 2050 —and
50 per cent of residential emissions are
from cooking, a shift to clean cooking
could be transformational.”

The destruction of forest for charcoal
and firewood is not just a direct source

"What we don't falk about, s
but should, is avoided
emissions’

Akinwumi Adesina, ADB

Adesina.

The ADB is now supporting private
equity funds, such asSpark+, that invest
in projects to replace charcoal with bio-
mass, biogas, ethanol, and liquid petro-
leum gas (LPG) cooking fuel. However,
Adesina and others complain that west-
ern banks, including development
finance institutions (DFls), are reluc-
tant to fund LPG projects because of
western government bans on support-
ing fossil fuel investments. “What we
don't talk about, but should talk about,
is avoided emissions,” he says. “If 1 am
using gas for cooking, I am avoiding hav-
ing to cut down trees.”

A new crop of companies, including
Koko Networks and non-profit Stichting
Modern Cooking, are seeking to develop
alternatives to charcoal. Some, like Ken-
ya-based Burn Manufacturing, have
developed stoves that use charcoal but
burn it more slowly. Koko’s solution is
more radical: it supplies ethanol cook-
ing fuel to poor urban households in east
Africa, cutting out the need for charcoal
use altogether. It makes a profit by sell-
ing the resulting carbon credits for
avoided emissions.

Lee White, Gabon’s environment
minister, argues that the gas widely
used for cooking in his country may be
the most practical solution, at least in
the medium term. “Until we have
widely available
energy for cooking, then gas is probably
the best transition fuel,” he says. “It
solves the deforestation and the health
issues related to charcoal and may
resultind d
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Symposium on a Project to Consider the Vision for Asset Management Companies

Search for Ideal ESG Investment

The prolonged Russian invasion of Ukraine, high prices of energy, food, and other commodities, fluctuating exchange rates, and a stock market decllm '
are increasing concerns about an economic depression worldwide. Asset owners, asset management companies, and many other organizations are Iﬁft
asking what asset management strategies to take. This Symposium held by Nikkei, Inc. and Nikkei Business Publications, Inc. examines asset

management and other topics through two presentations and one panel discussion.

Keynote Presentation
A Look at Energy Conservation
Policit

Naoko Nemoto

fessor,
Graduate School of Business and
Finance,
Waseda Business School

The EU has been leading ESG investment
worldwide through the EU Taxonomy, the
Carbon Border Adjustment Mechanism, and
other such policies. Even though the EU will
most likely maintain this lead in the future, the
Russian invasion of Ukraine is impeding
progress. Each country in the EU has its own
unique h:stmy and geopolitical position, which
w:ll surely swing the pendulum between three
costs, )} stable
Eotegy, andealizinis decarbosization:
Anticipation of the midterm elections in the
United States is strongly polarizing political
positions around an increase in crude oil and
natural gas assets. Some States criticize the very
concept of ESG investments with restrictions
moving to prohibit ESG investments by
pension funds and other such measures.
During the first half of 2022, the number of
gtmlandmhelbondsdnclmﬂ‘lduemnsmg
interest rates and market These

ESG issues grows with each passing day. Many
mxpamtundnwastorsmmgm a.lmdymmrpn
For

ESG investments to grow over the mednum to
long term even with this temporary stagnati

"There are also concerns though about wh:ﬂ\cr
investments do actually connect to improving
the environment and society. In the future,
investments will become more selective in a
greater pursuit of specific results. In this way,
impact investment will become even more
important. Japan still does have a low 0.3% ratio
of impact investments worldwide, but the
Impact-driven Financing Initiative. currently
has 34 financial institutions in Japan as signato-
ries. These members are raising expectations
about broader future impact i

‘There are thought to be three reasons for the
relatively low adoption rate of our ESG product
offerings. The first is the relationship between
ESG and the return. Pa.sﬂve ESG asset manage-
ment generally originates funds using an index
through an ESG evaluation firm. Dm from 2015
to date shows a slightly higher return and lower
risk than the Tokyo Stock Price Index (TOPIX).
On the other hand, active ESG asset manage-
ment almost never includes non-ESG products
as part of the portfolio. ESG products are still a

>

dous i

new type of product though with insufficient data
illustrating potential returns, which does make
pension funds

uneasy.
S:mnd is the relationship betwun ESG and.

lue. The p
ral:valn:d:mugh E.SGlshmitoseeandmakﬁ
it difficult to invest.
Third is the unique ESG attrit Non-fi-

y between those
providing and thase receiving data. If this
problem can be overcome, it is thought the use
of ESG funds will broaden greatly.

Personally, I feel the debate about ESG and
retnms:spomﬂus Adebmabouldmnsks
rather than the

o future asset lt]smﬂrc

nancial information is difficult to quantify and
takes time. Analysts have trouble making
ESG-related forecasts as well. There is tremen-

to explain the process in which ESG enhances
corporate value as a way to make ESG itself seen
as corporate value.

Closing Panel Discussion

Toward Enhancing Asset

Management and Promoting ESG
hallenges

Presentation

Corporate Pension ESG
Investments: Current Landscape
and Future Challenges

Takamichi Todoroki

Deputy Head of Investment
Evaluation Division,

Manager of the Asset Management
Consulting Department,

Rating and Investment Informa-
‘tion, Inc. (R&1)

Rélis a rating company, butitisalso the largest

factors also decreased investment activity into
sustainability funds. However, ESG investments
have been showing relatively stable performance
compared to standard funds in spite of dramatic
the market fluctuations. In the face of these
economic challenges, the importance of address-
ing climate change, income disparity, and other

pension g firm in Japan,
which pmmtly has contracts with 110 corpo-
rate pension funds. An R&I survey in 2021
targeting roughly 360 corporate pension funds
showed 14% of these associations had invest-
ments in ESG products. In contrast, 37% of

Yuri Adachi
Director of Office of Asset
Management Business Reform,

Strategy Development Division,
Strategy Development and
Management Bureau Financial
Services Agency
Emi Onozuka
Representative Director and CEO.
Eminent Group Ltd.

Moderator:
Satoshi Hanzawa, staff Editor, Nikkei ESG

Hanzawa: Yuri Adachi, could you please tell us a
little about the Progress Report on Enhancing
Asset M Business 2022 published by

funds. It also examines problems related to the

asset management fees of defined contribution

require more comprehensive ESG disclosure
md the Prqnn\mn of ESG systems.

pensions (DC) an¢ Ities in ent g the
asset management of d:ﬁned benefit r.nrpurue
pensions (DB).

Some mansgement firmsare not only appoint-

: Emi Onozuka, would you share
your dmughrs about ESG integration?

The asset management industry
wi]l leq\u.re ﬁrms o dcﬁtw their mission accord-

ing w.u.‘ practical

dwnmnbaofll\d:pmd:ntdncctmsbﬂtzlso

ing to a corp b strategies to

achieve that mission, and set a period for manag-

ing asscts. Temporary criticism about ESG
backlas

and compensation policies, which show how the

industry is becoming much more aware of these

prohlems Yet, tlm are still a number of examples
issues.

Unlike funds overseas, publicly offered funds
in Japan largely offer products with short-term
redemption periods of less than five or less than
ten years, while mutual funds with monthly
distributions are sold towards medium to

—term asset formation. In most cases, the
performance after deducting the expenses and
the management structure of overseas funds is
never idered. ESG funds also face concerns

the Financial Services Agency?
Adachi: The report this year broadly covers
product governance issues about product

about greenwashing via sustainability or ESG
because there is a lack of sufficient information
disclosure backing up the ESG claims. In light of

is h to its sudden rise in popu-
larity, but now is a great oppomm.ty 1o review
core aspeﬂs of ESG investing.

Hanzawa: What about stewardship activities?

Adachi: T hope asset management firms will
actively engage in stewardship activities as long
as setting a strategy. I want these organizations
to clearly communicate their engagement
policics and results to investors.

Onozuka: Engagement does involve highly
confidential information that cannot always be
disclosed, which I feel is also truc about announc-
ing results publicly. Leading asset management
firms overseas do make proposals to stakehold-
ers or release company names to the public when
a shareholder dialogue end with dissatisfaction.
‘The decision about what and what not to

{p AOZORAI
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ACTION
1S NOW

The climate crisis is having a
devastating effect on the world.

Increased poverty. Hunger. Extreme weather. As we go to
COoP27, the damage intensifies every day, compounded
by multiple other emergencies facing the globe—from
soaring inflation to energy insecurity to war.

Developing countries are paying the heaviest price.
The world must do more.

At COP27, all countries need to act. And those most
responsible for greenhouse gas emissions should act
first, leading by example by accelerating their own
decarbonization efforts and providing more resources
for climate action.

We are rising to the challenge ourselves and with
partners, expanding global efforts through finaneing,
expertise, and analysis. Tackling climate and
development challenges together is key to our Climate
Change Action Plan. We have doubled our climate
finance in the last five years. Last year, the World Bank
Group financed a record $31.7 billion in climate-related
investments, more than any other international
institution, including $13.5 billion in the world’s poorest
countries. Nearly half of World Bank climate finance
supported adaptation and resilience to help
communities already affected by climate change deal
with its impacts. Our new Country Climate and
Development Reports provide actionable, priority
recommendations for decision makers to reduce
emissions and help communities adapt. We are also
leading a fast mitigation sprint to reduce methane
emissions for immediate impact.

Now is the time for action. The future depends on it.
Let’s all do more. Join us.

WORLD BANK GROUP’S
CLIMATE WORK
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Managing Cllma're Change

UN hioh seas  INSRTEES .
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treaty remains
tantalisingly
out of reach

Ocean governance Disputes over marine data have
helped stall progress, says Patrick Temple-West

espite years of work at the
UN, agreement among

nations on

conservation. Most are regional,
although some, such as Lhe Intema—
tional Whaling Cc i

treaty to protect the world’s
oceans from unsustainable
exploitation remains elusive.

In mid-August, delegates gathered in
New York to resume work on a UN con-
servation treaty for the high seas — the
two-thirds of the world’s waters that are
not within national jurisdictions.
Among other objectives, the treaty
would have created so-called marine
protected areas, where human activity
would be tightly restricted, as a means
of preserving biodiversity and warding
off extinctions. But, after two weeks of
talks, the meeting ended on August 26
without anaccord.

“Many, myself included, are under-
standably disappointed that we did not
manage to complete our work in
August,” says Rena Lee, special envoy
for Smglpnres fnrelgn affairs ministry

reach. Whatall these organisations lack,
however, is a comprehensive mandate
to manage and conserve ecosystems on
the high seas, Pew says.

“It was ambitious to try to complete
the [high seas] treaty in that two-week
session,” says Liz Karan, director of
ocean governance at Pew. “The negotia-
tions came really close. I think it made it
that much more disappointing when it

All pages from Financial Times (AS|a) Tuesday, November 8, 2022

organisms that resist predation, crush-
ing pressures, and extremes of heat and
cold. But the expeditions required to
harvest thisinformation are costly, with
the result that developing nations miss
out — even though the high seas are, in
effect, aglobal commons.

A similar problem involves the
‘world’s small island developing states,
or Sids, a grouping of 38 UN member
countries mostly situated in the Carib-
‘bean and Pacific.

shitaka Ota, director of the Ocean

did not come together”

The EU quickly blamed China and
Russia for the talks breaking down.
“Despite all efforts, the international
community has failed toreach the finish
line, with multilateral efforts often held
back by Russia and China determined to
derail the negotiations,” the European
Commission said.

One of the biggest stumbling blocks
was how to. share the profits from

and law
nf the sea issues. ‘We needed a little
more time.” She adds that work on the
treaty will resumein 2023.

There are 19 organisations that have
some governance role concerning
oceans, according to the Pew Charitable
Trusts, a non-profit that campaigns on

Gathering genetic data from ocean
creatures has become big business.
Pharmaceutical and cosmetic compa-
nies are exploring the potential of novel
compounds derived from marine life.
Materials and structural design busi-
nesses are also attracted to deep-sea

Nexus project at the University of Wash-
ington, hasbeen studyingocean govern-
ance and how oceans are under threat
from climate change. He says that, as
climate change hits, fish stocks that lie
‘within some countries’ waters may
move further out to sea, where the fish-
ing fleets of wealthier countries can out-
compete those of the Sids.

“Social equity must be the centre of
ocean governance,” Ota says. He co-au-
thored a paper this year arguing that

“ocean governance continues to suffer
from a lack of effective coordinating
mechanisms” and that this allows pow-
erful countries or companies to main-
‘tain their dominance.

Despite the self-interest of many in

‘Despiteall
efforts, the
international
community
has failed fo
reach the
finish line’

some commercial interests are pushing ~ Net profit:

for the UN's treaty. These include food ~ fishermen at
suppliers and retailers, such as the alli-  work inan

e of UK supermarkets and seafood  Indonesian port

‘which h: lled for govern-
ments “to accelerate action” on the
treaty. “Our businesses want to source
from healthy and sustainable fisheries,
which are intrinsically linked to a
healthy marine ecosystem,” they said.

It may be some time before they get
their wish, though. Thereis real concern
that momentum for the treaty could
slow, Karan says, especially as “other
crises like the war in Ukraine” threaten
tohindernegotiations.

But work to protect the oceans goes
on elsewhere. In December, countries
will meetin Montreal for a UN biological
diversity summit. One of the goals of
this gathering is to sign up countries to
conserve at least 30 per cent of the
world’s oceans by 2030. If that commit-
ment is made, it will bode well for con-
cluding the high seas treaty next year,
observers say.

‘While governments are working at
the UN, the financial sector is devising
newways to serve the “blue economy”.

In 2018, the Seychelles became the
first country to raise funds in the bond

market

keeping the oceans free of

to finance ocean

projects. The deal raised $15mn to pro-
tect dolphins and other marine life
through a 10-year “blue bond” mod-
elled on green-labelled debt. The coun-
try received help in designing the bond
from the World Bank, which pioneered
theuse of green bonds.

Multilateral development banks,
which can help fund projects as well as
shoulder some risk, have been crucial to
financing climate change projects. But
family foundations and other philan-
thropic organisations are also working
©on ocean conservation.

Pew has partnered with the Minderoo
Foundation and others to form the Blue
Nature Alliance, which helps to fund
conservation projects from the Carib-
bean to Antarctica. The organisation
acts as a co-investor in projects along-
side governments, other sources of pub-
lic money, and philanthropic outfits.

Such ﬁnancmg strucl]lres are impor-
tantb
be poor investments from a purely prof-
it-seeking perspective, accordingto Ota.

“The oceans don't really have much
return,” he says. “You protect the
oceans, you spend money to protect an
area. [But] it does not really return any-
thing. There is no profit basically apart
from beautiful oceans and ecosystems.”

Ocean fertilisation
revived as climate
alarm grows

Geoengineering

€O, by adding alkaline minerals,

Proponents of ocean-based
CO, removal say adding iron
to stimulate marine growth
could be a game changer,
writes Clive Cookson

Next summer, if all goes to plan, ship-
loads of iron-rich dust will be distrib-
uted over the Pacific Ocean off the coast
of Alaska, as well as the Atlantic off New
England. And it being done for two good
reasons: to stimulate the growth of
marine life, and pull carbon dioxide out
ofthe atmosphere.

Although this idea of ocean fertilisa-
tion — adding iron, a nutrient in short
supply across many of the world’s seas —
dates back more than 30 years, until
now, there have been few attempts to
putitinto practice.

Public, political and financial support
hasbeen held back by fears of unantici-
pated adverse consequences. There is
alsoa more general antipathy to fighting
climate change through technical fixes
and geoengineering rather than solving
the fundamental problem that human
activities generate far toomuch CO; and
other greenhouse gases.

However, growing alarm about the
Lhreatposed by global warming is reviv-
ing interest in carbon-removal technol-
ogies. Earlier this year, the Intergovern-
mental Panel on Climate Change report
highlighted for the first time the impor-
tance of removing CO; from the atmos-
phere, such as by planting trees or car-

bon capture and storage.
This renewed interest has alsogivena
new lease of life to ‘based meth-

absorp pacity.

Earlier this year, a report by the US
National Academies of Sciences, Engi-
neering, and Medicine advocated a pro-
gramme of CDR research, development
and evaluation at a cost of many hun-
dreds of millions of dollars from public
and private sources.

Russ George, the Alaska-based envi-
ronmental entrepreneur behind the
projects in his state and New England,
calls them Ocean Pasture Restoration —
to emphasise what he sees as a drive to
bringmari ktohealth,

Toxic bloom: algal growth in ocean

nitrogen and phosphorus fertilisers into
inshore waters — and are not relevant to
applyingiron further outtosea.

Phil williamson, an expert on the
ocean environment at the University of
East Anglia, says: “I wouldn’t raise a big
red flag over toxic algal blooms. That is
not my big worry about ocean fertilisa-
tion. My concern is that, if you increase

as well as to capture millions of tonnes
of COinthesea.

He says climate change and human
activities have diminished phytoplank-
ton populations — the base of many nat-
ural feod chains — across many oceans
through nutrient depletion. One factor,
he says, is that less iron-rich dust is
being blown off the Earth’s landmasses
intothe seas.

George points toa small-scale experl—
ment in 2012 when iron dust

Fish migration highlights need
for better ocean monitoring

Ocean science

However, ocean mummrmg isneither
fficiently wid d nor resourced

Marine scientists are calling
for more data collection to
understand the impact of
climate change on oceans,
writes Jeremy Grant

At a “catch and release” aquarium in
‘Tobermory, asmall port on the Scottish
island of Mull, staff have become used to
taking delivery of some unusual speci-
mens from the fishermen who supply it
with fish for temporary display.
Recently, these included a grey trig-
gerfish, an exotic-looking species that
«can grow to 60cm and is normally found

pr in one area of the ocean, | inthe Mediterranean, near Nova Scotia
‘youmightd hereelse” | and ina, and even Angola.
The biggest obstacle, though, in hls The triggerfish was the third example

‘view, is public and political acceptance.

of the species that the Mull Aquarium

“Many countries still dislik ferti-
lisation vehemently and say: ‘Don’t go
there, don't even think about messing
up the ocean’” hepoints out.

had displayed since its first captive

example in 2015, suggesting the fish is

being driven northwards, as some

marme sclermsfs belleve. by ocean
by

The National Acad report
agrees that “social and regulatory
acceptability is likely to be a barrier to
many ncm carbon dioxide removal

”, whil ing that no inter-

over 5,000 square miles of the Gulf of
Alaska. “Our work produced the largest
catches of salmon in Alaskan history
over the following four years,” he says,

‘Many countries sfill say
“don’t even think aboutr
messing up the ocean”

though others suggest natural factors,
rather than the fertilisation, were
responsible for the blossoming of
marinelifethen_

ods of carbon dioxide removal (CDR).
While fertilisation to stimulate the

worry that ocean fertilisa-
tion mlght feed too much algal growth,
leading to toxic blooms. The National

growth of green phy (micro-
scopic algae), which absorb CO; in
nutrient-poor waters, will be used in the
Alaska and New England projects, there
are other methods. Oneis to counter the
growing acidity of seawater as it absorbs

d report said there was little
data tosupport this concern, but did not
entirely dismiss the possibility.

But proponents of the technology
respond that harmful algal blooms fol-
low excessive run-off of agricultural

national agreement imposes a legally
‘bindingban on the practice.

However, proponents of “blue car-
‘bon” approaches aimed at increasing
oceans’ uptake of CO, insist that the tide
of opinion is turningin their favour.

In the US, a bipartisan group of con-
gress representatives recently intro-
duced the Ocean Restoration Research
and Development Act of 2022, which
‘would authorise the spending of $33mn
a year from 2023 to 2027 on research
and development of technologies —
such as adding alkaline minerals, or
iron, tothe seas.

“Ocean restoration provides a unique
opportunity to sequester tens of mil-
lions of tonnes of blue carbon while
simultaneously helping restore fisher-
ies,” says Todd Johnston, head of policy
for the conservative environmental
group ConservAmerica. “This initiative
could be a game changer when it comes
‘to our efforts to address climate change
and improve the health of our oceans.”

war

Grace Lambert, aquarium manager,
agrees that climate change is alikely fac-
tor, pointing also to an increase in
stormy weather off the shores of Mull in
the past five years — which she says may
be contributing to the movement of spe-
ciesthat are notnative to Scotland.

But she adds that, without more
‘ocean monitoring, it is hard to be sure:
“Not enough records are being kept of
what's being caught commercially so we
don’t know whether climate change is
having an effect on specieslike craband
lobster, because there’s alack of data.”

Gathering data through regular moni-
toring is an increasing concern for cli-
mate scientists and marine biologists,
globally, as the links between the ocean
and climate change become clearer.

According to the UN, the ocean is
absorbing about a quarter of all carbon
dioxide emissions, and about 90 per
cent of the excess heat generated by
these emissions.

The ocean has also become more
acidic because of increased levels of
atmospheric carbon dioxide, threaten-
ing the coral reefs on which many fish
and other speciesrely.

tobe carried outunthescalereqmredm
properly assess the ongoing impact of
climate change on the oceans, marine
scientists admit.

In Scotland, the Scottish Association
for Marine Science (SAMS) operates a
robotic underwater vehicle known asa
“glider” that regularly shuttles between
the Hebrides and Iceland over six-
month periods, collecting data on the
ocean to adepth of 1,000 metres.

But, with only one in operation, there
are obvious limits to what it can do,
says Nicholas Owens, Director of SAMS,
based in the Scottish coastal town of
©Oban. “These measurements are crucial
to understanding if the ocean currents
off Scotland are changing in the face of
climate change. But we really need a
fleet of such instruments if we are to
provide sufficient data,” he says.

Data collection capacity in parts of
A.Enm a continent ravaged by climate

ffects, is inamuch

The Gulf of Guinea, off the coast of
Nigeria, contains one of the largest
sources of fish off Africa, supporting
millions who live along the region'’s
coastline. It is also rich in marine biodi-
versity. But, below a depth of 1,000
metres, very little information on fac-
tors as basic as temperature, salinity
and nutrientrichness.

On the move: triggerfish

Somarine scientists from five African
countries around the gulf have been
working, since 2020, on a project to
build a “regional oceanographic data-
bank” for the analysis of ocean and cli-
mate conditionsin thearea.

The work is taking place under the
auspices of the Partnership for Observa-
tion of the Global Ocean (POGO), a UK-
based organisation founded in 1999 by
oceanographic institutions around the
world as a platform for boosting ocean
monitoring. “We desperately need to up
our game on [marine] observation, par-
ticularly in developing countries,” says
‘Owens, who also chairs POGO.

Nubi Olubunmi Ayoola, assistant
director at the Nigerian Institute for
Oceanography & Marine Research and
project leader for the POGO Gulf of
Guinea project, says collaboration is
vital to ensure “adequate and more fre-
quent research”, and because the equip-
ment required is “insufficient and

ensive”.

He adds that efforts so far to cmte
about the impact nf chmate change on
‘mari

Oneof the pro]ecl s aims is to develop
amonitoring network to produce data
over the long-term. The National Oce-
anic and Atmospheric Administration
(NOAA), the US federal agency that
monitors oceanic conditions, says the
wvalue of long-term menitoring is only
now starting to be fully recognised as
work that began decades ago starts to
shedlight on trends.

Oneexample is an oceanographic sur-
wvey known as Newport Line, conducted
over more than 20 years off the coast of
Oregon, which recently helped NOAA
see that a surge in “marine heatwaves”
near the west coast of the US is expected
to become more common with further
climate change.

“It’s only because this monitoring
began decades ago that we now realise
the scale and speed of how the ocean is
changing,” says Elliott Hazen, research
ecologist at NOAA in California. “Even if
we have successful models predicting
where species’ locations change over
time, new data are critical to malce sure
the models are predicting accurately as
conditions shift.”
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WE ARE PART OF
A GLOBAL EFFORT

Combating climate change is the biggest
engineering project on the planet.
And there are solutions. Because there is action.

Braskem is removing CO, from the atmosphere
in the production of chemicals and plastics
from plants. Using more and more renewable
energy sources, improving the energy
efficiency of our industrial units.

And developing technology to transform
the greenhouse gases emitted into new products.

Because in the fight against climate change,
we must act today.
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