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Hotel terror
Heavy tollin
Somalia siege

A security officer on patrol in Moga-
dishu, capital of Somalia, yesterday
after government forces broke up a 30-
hour siege by jihadist group al-Shabaab
inwhich almost two dozen people died.

More than a hundred more were
wounded in the gun and bomb attack by
the al-Qaeda-linked group. It began on
Friday evening when the militants
stormed the Hayat Hotel, a popular site
forlocal politicians.

Al-Shabaab is waging an insurgency
to topple Somalia’s UN-backed govern-
ment and its African Union allies and
impose its own strict interpretation of
Islam. It was its first major attack since a
new president of Somalia took office
earlier this year.

Al-Shabaab attack page 4

Hassan All EmiAFP via Getty Images

Top Russian diplomat dismisses
chances of Ukraine peace deal

o Gatilov urges bigger UN role & Blow after grain breakthrough & War nears six-month mark

HENRY FOY — GENEVA

Moscow sees no possibility of a diple-
maticsolution to end the war in Ukraine
and expects along conflict, asenior Rus-
sian diplomat has warned, as president
Vladimir Putin’s full-scale invasion
reaches the six-month mark this week.

Gennady Gatilov, Russia’s permanent
representative tothe UNin Geneva, told
the FT that the UN should be playinga
bigger role in attempts to end the con-
flict and accused the US and other Nato
countries of putting pressure on
Ukraine to walk away from negotia-
tions. There would be no direct talks
between Putin and Ukrainian president
Volodymyr Zelenskyy, he said.

“Now, I do not see any possibility for
diplomatic contacts,” Gatilov said. “And

the more the conflict goes on, the more
difficult it will be to have a diplomatic
solution.”

His remarks, which come despite a
flurry of shuttle diplomacy in recent
weeks, are a blow to negotiators who

Global diplomacy was in the worst
state he had experienced in his 50-year
career, Gatilov added. “The world has
changed and the UN will never be the
same as it was before,” hesaid.

Bilateral ceasefire negotiations broke

had hoped that a recent

grain exports from Ukraine’s Black Sea
ports could become the basis for a
broader deal.

The UN has become mired in “politi-
cisation” because of the war and thathas
“damaged the authority of the UN and
its organisations”, Gatilov said. As a
result, it is unable to act effectively asa
mediator, he complained. “We do not
have any contacts with the western del-
egations,” he said of his day-to-day work
in Geneva. “We simply do not talk to
eachother”

down after evid f war cri
mitted by occupying Russian troops was
discovered in April; Moscow has denied
‘the allegations.

“The fail i
‘bined with mm:u]ued westem military
support for Ukraine meant it was
impossible to forecast how long the con-
flict could last, Gatilov said: “And so
they [Kyiv and its western supporters]
‘will fight until the last Ukrainian.”

The UN and Turkey have sought to act
as intermediaries between Kyiv and
‘Moscow, and had recent success in brok-

y
Gatilov, Russia’s
permanent
representative
to the UN in
Geneva, ruled
out talks
between
Vladimir Putin
and Volodymyr
Zelenskyy

ering the deal on Ukraine’s grain
exports. But Gatilov said it was “unfor-
tunate” that the UN was not playing a
larger role. “I think [the grain deal] is
the only example that they played a
practical role in trying to mediate,” he
said. “Itshould be more than that.”
Turkish president Recep Tayyip
Erdogan visited Putin in Sochi this
month and met Zelenskyy in Lviv last
week alongside UN secretary-general
Ant6nio Guterresin an effort to actasa
mediator. Gatilov praised Erdogan for
“trying his best” but dismissed specula-
tion of talks between Putin and Zelen-
skyy, saying there “was not a.ny przcl:l-
cal platform for having thi:
Additional reporting by Raman Dimmhyk
and Mehul Srivastava
Moscow car bomb page 2

» Berlin audit watchdog attacks cosy ties
Thorsten Potzsch, head of Germany’s new financial
reporting watchdog, has accused the industry of
being “too close” to clients and urged “professional
scepticism” after the collapse of Wirecard.— pace s

» Putin backer’s daughter killed in blast
Daria Dugina, whose father Alexander is a far-right
Russian ideologue, has been killed by a car bomb
outside Moscow. She was driving her father’s Toyota
but he had switched to another vehicle.— PacE 2

» More foreign delegations head for Taipei
Indiana governor Eric Holcomb has arrived in
Taiwan, Japanese MPs land today and another US
group arrives at the weekend. The visits defy efforts
by China to deter foreign engagement.— pAGE 4

» Tourists snub]apan despite reopenmg
Industry analysts have
ﬂxerelsonlyamddeofwsnsm b
the country, two months after
Tokyo announced that it would
reopen borders shut for two
‘years in the pandemic.— PAGE 4 |

» Bundesbank chief firm on rate increases
Berlin central bank chief Joachim Nagel has warned
that interest rates need to keep rising despite a risk
of recession, as inflation hits double-digit levels for
the first time since 1951.— PAGE 2; WEEK AHEAD, PAGE 7

» Brussels bid to revive vaccination push
The European Commission has warned that the
rate of vaccination has levelled off despite surging
Covid-19 cases. It called on EU states to intensify
campaigns ahead of autumn and winter.— PaGE &

» SVP sued by shopping mall investors
Minority shareholders in Washington Prime Group
have sued distressed debt investor Strategic Value
Partners, saying they were short-changed as it took
control amid bankruptcy proceedings.— PAGE &
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SoftBank sacrificed Alibaba shares to
calm investors after record $23bn loss

“Justlike two years and a half ago, we

KANA INAGAKI AND LEQ LEWIS — TOKYO

soldalarge part of its stak

Alibaba to “instantly show" mvesturs

that its fi

a record quarterly loss of $23bn lts

chief financial officer said.

Yoshimitsu Goto said the sharesale was

intended to reassure investorsin whatis

one of Japa.u 'S mnst highly leveraged
markets’ con-

move significantly reduces the invest-
ment on which founder Masayoshi Son
built his name as one of the world’s

wanted to show theworld that we cando
something like this because we are

greatest investors.

softBank revealed that it would posta
gain of ¥4.6tn ($33.6bn) by selling
shares in Alibaba only two days after
reporting its worst quarterly perform-
ance.

Goto acknowledged that SoftBank’s
was abrupt after years

resilient. That was our objec-
tive,” Goto said.

The decision comes with the political
risk of being seen to abandon a Chinese
investment at a sensitive time. China is
undertaking a regulatory crackdown on
tech companies, and diplomatic rela-
tions between Beijing and Tokyo are

ained

AS700GncGSTy | cerns that SaftEank heavylossescould  of playing down the possibility of any strained.
RMB30 | strain its relationship with lenders. “In  sudden exit. But he said it was d Several i and analysts fear
His33 | times like this, itis critical as an invest-  to mirror the previous sale of some of that SoftBank risks breaching a finan-
Rup220 | ment group to instantly show that our  SoftBank’s most prized holdings when  cial covenant which states it must not
Rp45000 | financial strength is rock solid,” Goto  the Covid-19 pandemicled toa crashin  report two consecutive years of losses.
¥6500nc KCT) | 10]d the Financial Times. its share price in March 2020. SoftBank suffereda ¥1.7tnnetloss in the
N300 SoftBank’s stake will reduce from 23.7 Then, the $41bn asset sale fundedthe  yearto March2022.
:a:'vﬁ m“mg per cent at Lhe end of June to 14 6 per largest share buyback in Japanese his- “Our decision has nothing to do with
P:‘mnn:s P:i e | centinSep earlier tory and paid down SoftBank’s debt the financial covenant. There are count-
gm::‘m Se580Gnccsny | this month. The sale has boosted the  load, helping to improve investorconfi-  less ways for us to address the covenant
Taiwan NTSko | Eroup’sshare price by 10 per cent. The  dence. issue,” Goto said.
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FUTURE OF RETAIL

Sustainability, Innovation & Customer-centricity

20 September 2022 | In-Person & Digital | The Biltmore, London

Incredible CEOs confirmed for 2022:

Helen Dickenson
CEO

British Retail Council

Register now: retail live ft.com

Renee Morin
Chief Sustainability
Officer
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Moscow killing Rising prices

Car bomb kills daughter of key Putin backer

Nationalist said to have
influenced Russian leader
to invade Ukraine escapes

MAX SEDDON — RIGA

The daughter of a Russian ideologue,
who is one of the most prominent sup-
porters of President Vladimir Putin’s
invasion of Ukraine, died ina car bomb-
ing outside Moscow on Saturday night.

Russian investigators said Daria Dug-
ina, a nationalist journalist and political
analyst, died after the Toyota Land
Cruiser she was driving exploded out-
side Odintsovo, a suburb about 20km
west of Moscow.

The bomb was placed under the car
on the driver’s sideand killed Dugina on

the spot, investigators added, indicating
that “the crime was planned in advance
on [someone’s] orders™

The attack came after Ukraine
appeared to mount a series of increas-
ingly daring attacks in Russian-seized
territory and hundreds of miles behind
the frontline in mainland Russia itself in
recent weeks.

The car belonged to her father Alex-
ander Dugin, who she had accompanied
while he gave alecture at a festival out-
side the capital earlier on Saturday. The
far-right philosopher had planned to
travel with his daughter after thelecture
but decided to change cars, Andrei
Krasnov, a friend of Dugina’s, told state
newswire Tass.

Mykhailo Podolyak, a senior adviser
to Ukrainian president Volodymyr Zel-

enskyy, denied Kyivwas involved in the
attack. “Ukraine ha: nothing

near Moscow, where life has largely

rmal despite western sanc-

‘o do with this as we are not a criminal

state like Russia, or a terrorist one at

‘that,” he told Ukrainian television.
Maria Zakharova, for Russia’s foreign

‘Ukraine has absolutely
nothing to do with this
as we are not a criminal
state like Russia’

ministry, said if Ukraine’s involvement
‘was confirmed, “then we need to start
talking about a policy of state terrorism
enacted by the Kyivregime”.

Dugina, 29, is the ﬁrst hlgh pmflle

tions.

“Daria’s despicable murder is a sign of
the enemy’s cowardice and powerless-
ness. His death throes. He can't fight
honourably, so he kills the best of us,”
said Konstantin Malofeyev, a tycoon
who bankrolls a nationalist news chan-
nel where both Dugin and Dugina previ-
ouslyworked.

Dugin founded the Eurasia move-
ment, which advocates for a revanchist
Russian imperialism to help Moscow
assert greater control over its European
and Asian hinterlands.

A former dissident philosopher in the
Soviet era, Dugin’s writings found an
audience among some hardline senior

supporter of Puti

bers in the security services, then

appeared to provide inspiration for
Putin’s decision to annexe Crimea and
start a slow-burning war in eastern
Ukraine’s Donbasregion in 2014.

Although Dugin’si Putin
'was sometimes overstated; he lost his
teaching position at Moscow’s main uni-
versity and his appearances on state tel-
evision were curtailed, the US and Can-
ada sanctioned him in 2015 after his
Eurasia recruited vol
tofightin the Donbas.

Dugina, who worked alongside her
father in the Eurasia movement, had
sanctions imposed against her in March
by the US and UK over her work running
aRussian propaganda website. The UK
described her as a “frequent and high-
profile contributor of disinformation”
about the invasion of Ukraine.

‘White House on defensive
after GOP sparks fear of IRS
turning sights on middle class

JAMES POLITI — WASHINGTON

As Congress prepared to vote on Presi-
dent]Joe Biden’s $700bn climate, tax and
healthcare bill this month, the head
of America’s tax collection agency
sent a letter to lawmakers pleading for
its passage.

Charles Rettig, commissioner of the
Internal Revenue Service, knew thatan
$80bn funding boost for the agency
mcluded mthe Inflation Reduction Act
fthe p
controversial measures: amnng Republi-
cansand rallied toits defence.

“We are the greatest country in the
world, yet the agency that touches more
Americans than any other continually
struggles to receive sufficient resources
to fulfil its important mission,” said Ret-
tig, who was nominated to the position
by former president Donald Trump.

“The IRS has for too long been unable
to pursue meaningful, impactful exami-
nations of large corporate and high-net
worth taxpayers to ensure they are pay-
ingtheir fair share,” he added.

The bill, including the IRS provisions,
was approved by slim Democratic maj-
orities on Capitol Hill and signed into
law by Biden. Since then, Republican
outrage has risen, delivered in a steady
stream of conspiracy theory-fuelled
accusations that the Biden admin-
istration was enlisting tax collectors to
persecute political enemies along with
ordinary households and businesses.

Those attacks multiplied after
Trump’s Mar-a-Lago estate was raided
by FBI agentslast week, as critics sought
tolink the two as similar instances of the
same oppressive federal government.

“Are they going to have a strike force
that goes in with AK-15s already loaded
ready to shoot some small business per-
son in lowa?” asked Chuck Grassley, the
veteran Republican senator of Towa and
longstanding member of the tax-writing
Senate finance committee who is run-
ning for re-election this year, while
speaking to Fox News this month.

“I think they’re going after middle
class and small business people because
basically they think anybody that has
‘pass-through income’ is a crook and

US politics. Inflation Reduction Act

Republicans attack tax agency funding boost

Speaker of the aren’t paying their fair share ” he added,
House Nancy referring to business profits that are
Pelosi and fellow filed on individual tax returns.
Democratsata The IRS has faced plenty of political
bill enrolment firestorms under various presidents.
ceremony for Richard Nixon was criticised in the
the Inflation 1970s for wanting the agency to step up
Reduction Act its scrutiny of his political enemies.
Drew Angerer/Getty miges

More recently, under Barack Obama it
faced an inquiry for disproportionately
challenging the tax-exempt status of
conservative organisations.

Last year, the agency was again criti-
cised by the right after the tax returns of
some of the wealthiest Americans were
leaked to ProPublica, the investigative
news organisation. Rettig was also
attacked from the left for not releasing
Trump’s tax returns, despite pressure
from Democraticlawmakers.

“These controversies are entirely
manufactured, but they rest on the age-
old anti-tax’ hysteriaLhat “the taxmanis
coming to get you’” said Emily DiVito,
senior pmgrlmrne manager : at the left—

ing to the Center on Budget and Policy
Priorities think-tank, the IRS’s budget is
20 per cent lower than its 2010 level
when adjusted for inflation, while its
full-time employees have declined by a
fifth. t

The audit rate has dropped by 54 per
cent for large companies and 71 per cent
for millionaires. The “tax gap”, which
measures the difference between taxes
owed and taxes collected, is now about
$600bn annually, a Treasury official
confirmed.

Biden administration officials said the
funding increase spread over a decade
would be used for technelogical
upgrades, better customer service and

a series of reurements and i mcreasmg
audits of the richest taxpayers. Over
time, this would raise new revenues to
pay for the spending in the bill and
reduce the budget deficit, they added.
They have also pushed it as crucial to
restoring more fairness to US tax
inistration after years of concerns,

leanin;
Many tax experts have said a lundmg
boost for the IRS was overdue. Accord-

particularly on the left, that the richest
businesses and individuals with off-

‘These
controversies

. reston
he age-old

anti-tax
hysteria that
“the taxman
is coming to
getyou™

shore accounts and complex partner-
ships were benefiting from lax tax treat-
ment and had lower compliance rates,
compared with middle-class families.

But the Republican attacks have put
the Biden administration on the defen-
sive, forcing them to make it clear that
the funding would not and should not be
used for more audits on Americans
earning less than $400,000 a year.
Biden campaigned in 2020 on a pledge
not to raise taxes on families earning
less than $400,000.

Bundesbank
chief warns
Germany’s
inflation to hit
70-year high

MARTIN ARNOLD — FRANKFURT

Germany’s central bank chief has
warned that interest rates need to keep
rising despite the risk of recession as
inflation reaches double-digit levels for
the first time since 1951.

Bundesbank president Joachim Nagel
told newspaper the Rheinische Post that
therecent surge in energy prices caused
by Russia’s squeeze on gas supplies
would probably drive inflation above
10 per cent this autumn and keep it ele-
vated next year.

“The issue of inflation will not go
away in 2023,” said Nagel. “Supply bot-
tlenecks and geopolitical tensions are
likely to continue. Meanwhile, Russia
has drastically reduced its gas supplies,
and natural gas and electricity prices
have risen more than d”

He added “the probability is growing
that inflation will be higher than
previously forecast and that we will
have an average of six before the deci-
mal point next year”, pointing out that
this would exceed the 2023 inflation
forecast of 4.5 per cent made by the
Bundesbankin June.

Moscow stepped up the pressure on
energy prices on Friday by announcing
it would shut the Nord Stream 1 pipe-
line, the main conduit for gas to Europe,
for three days to do repairs at the end of
the month, having already cut supplies
020 per centof capacity.

German electricity prices have hit a
record, seven times higher than a year
ago, as the cost of gas, which has risen
10-fold in the past year, has soared.

Prices charged by German industrial
producers rose 37.2 per cent in the year
to July, which the Federal Statistical
Agency said was the highest increase
ever. On a monthly basis, the producer
priceindex roseby arecord 5.3 per cent,
mainly due to energy costs.

Aheatwave and dry spell has reduced
water levels on the Rhine below thelevel
at which barges can be loaded fully,
restricting supplies for factories, which
economists are warning will also erode
growth in the country this year.

Nagel said the European Central
Bank, where he is one of 25 members on
its rate-setting governing council, would
need to keep raising interest rates at its
meeting on September 8. He did not say
whether it would repeat the half per-
centage point rise of last month that
lifted its depositrate to zero.

“with the high inflation rates, further
interest rate hikes must follow;” he said,
but he said there were few signs of a
1970s wage-price spiral, adding that
unionshad “acted veryresponsibly over
the past 25 years; they will do the same
this time, I'm confident of that.”

The economy stagnated in the second

“Contrary to the misinformation from
opponents of this leglslahun. small busi-
ness or households earning $400,000
per year or less will not see an increase
in the chances that they are audited,” US
Treasury secretary Janet Yellen wrote in
aletter to Rettig this month.

But Republicans, who have otherwise
struggled to find ways to attack Biden’s
latest economic package in a way that
will resonate with Americans, have
beenundeterred in flagging these provi-
sions as a prime political target and the
issueis likely to remain a feature of mid-
term election campaigns.

quarter, the performance of the
major eurozone countries. Last month,
the IMF slashed its forecast for German
growth next year by 1.9 percentage
points to 0.8 per cent, the biggest down-
grade of any country.

German inflation last month rose
close to a 40-year high of 8.5 per cent.
Berlin is preparing further relief meas-
ures to help with the soaring cost of liv-
ingbut has ruled out extending the sub-
sidised €9 monthly train ticket beyond
this month. Finance minister Christian
Lindner said at the weekend that sucha
movewould cost €14bn a year.
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Brazil campalgn

Bolsonaro counts on evangelicals to help revive poll prospects

Japan: Nikkei Tokyo Newspaper Printing Cenfer, Inc..
+10-5, Shinanome, Koto-Ku, Tokyo 135-0062
Representative; Hiroko Hoshino; ISSN 0915-0460

Dressed in yellow and green and wav-
ing national flags of the same colours,
thousands of Brazilian Christians lis-
tened to their president Jair Bolsonaro
cast his re-election bid in biblical tones.

“Itis a fight between good and evil,” Bol-
sonaro said last month at a “March for
Jesus” event in Vitoria, the capital of

el obnta Donfeitn Onntn ©Thalism i

around the country in recent weeks
Bolsonaro, a Catholic, ij

wﬂlnm vote fur him again and said the
policies had been better

hardline messaging. The former army
captain has railed against abortion,
drugs, “gender ideology” and commu-
nism, playing on audiences’ fears about
areturnto leftwing rule.

“It’s not by chance that he’s focusing
on this segment to recover his popular-
ity and votes,” said Ana Carolina Evan-

cnlictn o enoanecher at the Tnetiheta nf

fur peuple like him.

A majority of Brazilian evangelicals
are female, black or mixed race and on
low incomes, according to a 2020 study
by pollster Datafolha, all groups seen as
more inclined to vote for Lula, who also
scores higher with Catholics.

However, the president’s moral posi-

e S P

to be paying off. Having been almost
neck and neck with Lula among this
group of voters a few months ago,
according to Datafolha, surveys now
show Bolsonaro has re-established him-
self as their preferred candidate, help-
ingtonarrow Lula’s overall poll lead_
Comments by Lula backing access to
abortion and the PT’s embrace of causes
such as LGBT rights may be contribut-

Inmtn D alonmnrrs s amnme Tt
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God and I believe in you. And this vic-
‘torywill be ours.”

Behind in opinion polls toleftist rival,
ex-president Luiz Inicio Lula da Silva,
the far-right populist is trying to whip
‘up enthusiasm among a group that was
ey to hisrise: Brazil's growing commu-
nity of evangelical Christians, now esti-
mated to make up almost one-third of
‘the 215mn population.

Brazilian evangelicals tend to be
socially conservative, and seven in 10
‘who voted four years ago backed Bol-
sonaro. But after economic problems
and a perceived mishandling of the pan-
demic, the leader of Latin America’s
largest democracy has found cracks in

SO, @ 1SITALLCE At WIS DuLILE UL
Religion Studies. “It’s a rerun of the
strategy from 2018: a focus on the spirit-
ualbattle”

Back then, Bolsonaro also seized on
popular anger at political corruption
mainly directed at Lula’s Workers’
party, or PT, which held power between
2003 and 2016. Yet with inflation in
double digits, debate is now dominated
by the squeeze onliving standards.

Making ends meet is the most press-
ing concern for 36-year-old father Ana-
nias Santos, a drugs counsellor and Wes-
leyan Methodist from a modest district
of Greater Vitéria, who voted for Bol-
sonaroin2018.

‘what should be areliabl tbase.
At large-scale Christian gatherings

Dlsappmnmd mlh the president’s
y and his
disdain tnwards Cm'ld 19 vaccines, he

LIS DU IEOUALS SULUIgLy WL ALy
evangelical voters. Together with a
recent increase in welfare payments to
the poorest, the extra attentionthat Bol-
sonaro is giving to evangelicals appears

Jair Bolsonaro and his wife Michelle
join evangelical leaders in prayer

FINANCIAL TIMES
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estant Christians.
A Datafolha poll earlier this month
showed Bolsonaro slightly ahead of
Lula, but within the poll’s margin of
error, among female evangelicals.

Lula went on the counter-offensive on
Tuesday, the first day of official cam-

paigning.

The Lula campaign has been focusing
on everyday problems as a way to win
overreligious voters, rekindling memo-
ries of poverty reduction and widening
prosperity during his two presidential
terms, and has denounced what it saysis
the spread of false information about his
intentions.

This includes rumours that Lula
would close churches if he returned to

power.

INTERNATIONAL

German town
finds itself on
the front line of
Russia sanctions

Reliance on Kremlin oil for refinery
puts Schwedt’s future at acute risk

GUY CHAZAN — SCHWEDT

Ursula Patz opposes Russia’s war on
Ukraine. But she is also firmly against
anti-Moscow sanctions that she says will

Many in Schwedt fear the refinery,
known as PCK, will be forced to close if it
loses access to Russian oil. “That would
be anightmare scenario,” said the town’s
mayor, Annekathrin Hoppe “People

imperil her town. that end
up hurting you more make no sense,”
the 76-year-old said. An oil embargo
“won't harm Russia— theyll just sell the
oiltosomeone else”.

Patz worked for 16 years at an oil
refinery in the north-east German town
of schwedt that risks becoming collat-
eral damage in Europe’s campaign of
punitive measures against Russia.

Atissue is the EU’s ban on imports of
Russian oil, which is designed to deprive
President Vladimir Putin of revenues to
fund his war in Ukraine. The measure,
which comes into force on January 1, has
broad support in Germany but has
thrown the future of Schwedt’s refinery
into doubt.

“People here feel they are pawns that
are being sacrificed in some game,” said
Jens Koeppen, a Christian Democrat MP
who represents the town.

At issue is the refinery’s reliance on
Russian oil. It sits atop the Druzhba
pipeline, which carries crude 4,000km
from Almetyevsk in central Russia
directly to Schwedt. And the plant is
configured to work with Russia’s main
high-sulphur Uralsgrade of crude.

What complicates matters most,

here fear for their

Schwedt’s biggest employer, PCK has
a workforce of 1,200. Hundreds more
work in ancillary services, making pipe-
lines, heat exchangers, pumps and cool-
ing units for the plant, said Hoppe.

“all those jobs would be affected, and
all those people have families,” she said.
Furthermore, “around 80 per cent of
the town is supplied with district heat-
ing from PCK’s power plant”. It is still
unclear, she said, how homes would be
heatedifit goesout of business.

The people of Schwedt fear a repeti-
tion of the economic dislocation in the
region after German reunification in
1990. “They're facing a second deindus-
trialisation of east Germany,” said Koep-
pen. “And they won't take it lying down.”

Schwedt reflects the region’s highs
and lows. The town was almost
destroyed in the Soviet advance during
the second world war. Then in the 1950s
young people from all over East Ger-
many converged on Schwedt to rebuild
the town and erect the PCK (Petrolche-
misches Kombinat).

Schwedt came to embody the close
ties between Russia and the GDR. anal
P from the 1960s y
the when PCK was con-

though, is thatitis R d: the
Kremlin-controlled oil company Ros-
neft controls 54 per cent of its shares
and has little interest in processing
crude from other sources.

nected to the newly built Druzhba pipe-
line in1963. “The oil has arrived!” reada
front-page headline in “Young Builder”,
the PCK publication. “Glory and honour

such as

Discontent has been seized on by pop-
ulists on the right and left. The hard
right Alternative for Germany has put
up posters in the town with the slogan:
“If PCK dies, sodoes Schwedt”.

d Olaf Scholz i
ernment is working to safeguard PC]C ]
future. Officials have promised that it
will continue to process oil next year
and in 2024 and that jobs will be pro-
tected. To that end, they are exploring
alternative ways of supplying the refin-
ery, principally via a pipeline from the
northeastern portof Rostock.

But Koeppen, the MP, said that would
not solvethe problem becausethe pipe-
hij ly 19,000 of the 32,000

A potential to the builders of the longest pipeline in
theworld!”
forced Druzhba, which continues to provide
aquarter of Germany’s crude oil, always
ClOSlll‘E‘ Df h::]d positive connotations for Patz. “It
the facﬂlty means friendship in Russian. Such a
is the lovely word. it means something good.”
gy Soon after it came onlinein 1964, PCK
nightmare  established itself as the region’s main
scenario. supplier of petrol, diesel, jet kerosene
and fuel oil. Big consumers —
People here  perlin's international airport — depend
onitsproducts.
feals for Thgre was widespread anger in
their Schwedt when Germany signed up for
o ; the embargo. Some people wondered
existence why it had not: fallnwgdL?
Annckathrin

Hoppe, mayor

Hungary, the Czech Republic or Sluva—
kia, which are also linked to Druzhba
but negotiated temporary exemptions
from the import ban, citing their lack of
alternatives to Russianoil.

“People just can’t understand why
Germany voluntarily decided on this
embargo,” said Hoppe. “Everyone con-
demns this war, but people are also
fighting for their jobs.”

tonnesa day of oil that PCK needed.

“Rostock port is also not deep enough
to accept oil tankers,” he said. The oil
would have to be imported into Wil-
helmshaven on the North Sea and trans-
ferredontosmallerships. “And wedon't
havethe ships.

PCK zlso hupes to receive oil from

andisloc

mﬂmPo]Jshpnrtodeansk

Schwedt, in
Brandenburg
state, north-east
Germany, risks
being collateral
damage in the
campaign of
punitive anti-
Moscow moves,
with mayor
Annekathrin
Hoppe, top,
fearing severe
consequences if
the PCK plant is
shut — ranmes gt

“But the Poles say they don’t want to
supply us while the plant is still owned
by Rosneft,” said a worker at PCK, who
declined to be named, “and we can’t just
brush thataside.”

Longer term, Berlin wants to secure
PCK's future by transforming it into a
“green refinery”. Enertrag, a wind
energy group, and Verbio, a biofuels
producer that has operations in
Schwedt, have expressed an interest in
taking stakesin PCK.

Hoppe said that with their involve-
ment, the refinery could produce “green
hydrogen” which could be combined
with CO, captured from the atmosphere
to make sustainable synthetic fuels
including “e-kerosene” for planes.

However, it will take years for PCK
to make the transition. Meanwhile, an
oil embargo looms that could have fate-
ful short-term consequences for the
refinery.

“Three months have passed [since the
embargo was agreed] and we're still
hearing the same promises,” said
Hoppe. “Time s runningout.”
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Cross-strait tensions

More foreign delegations head to Taiwan

Japanese and US lawmakers
to visit Taipei this week
despite Beijing’s threats

KATHRIN HILLE — TAIPE]
KANA INAGAKI — TOKYOQ

Eric Holcomb, governor of the US state
of Indiana, arrived in Taiwan yesterday,
Kkicking off a string of foreign visits that
defy China’s intensifying attempts to
deter third countries from engaging
with Taipei.

“I'm proud to be the first governor to
visit Taiwan since before the pan-
demic,” Holcomb tweeted. He is sched-
uled to meet Taiwan's president Tsai
Ing-wen and sign an economic co-oper-

ation agreement with cabinet officials
today before travelling to South Korea.

A bipartisan group of Japanese law-
makersled by Keiji Furuya of the ruling
Liberal Democratic party will also visit
Taipei today, and a US Congressional
delegation is due to arrive next week-
end, the fourth trip by American envoys
inamatter of weeks.

Parliamentarians and cabinet mem-
bers from the US, Europe and Japan
have been visiting Taiwan regularly for
years. Beijing had opposed such
exchanges but did not retaliate with mil-
itary threats or sanctionsuntil recently.

When a Japanese delegation visited
on July 27, a week before US House
speaker Nancy Pelosi’s controversial
visit, it did not trigger a harsh Chinese

response, but when a Lithuanian deputy
minister travelled to Taipei shortly after
Pelosi’s departure, Beijing imposed
sanctions on her. When another US Con-
gressional delegation came last week,
China announced another round of mil-
itary exercises around Taiwan.

Observers said Beijing was unlikely to
succeed in further isolating Taiwan with
such moves. “China is trying to deter
‘them from coming, but they are failing,”
said Vincent Chao, a former head of the
political department at Taiwan’s quasi-
embassy in Washington who is running
inlocal elections this year.

Tokyo has not expressed concerns
about Furuya’s trip as they see it as busi-
ness as usual, according to officials. But
Japan is wary that the tensions over Tai-

wan could disturb the delicate balance

in its relationship with China. “This

happens to be the 50th anniversary of

Japan-China [diplomatic relations].

There is pressure from the business
ity, but also we as di

meeting with Yang Jiechi, China’s top
foreign policy official, to discuss Tai-
‘wan, North Korea and Ukraine.
Asgovernments and publicopinionin
the US, Japan and Europe have become

prefer astable relationship with China,”
said a senior government official. “From
that perspective, we should not encour-

towards Beijing, democra-

cies have engaged more with Taiwan to

highlight shared values and tap itsexpe-

rience with Chinese economic statecraft
e : 5

age Japanese! to visit.

Japan has been one of the most vocal
among US allies in condemning China’s
military exercises, especially after five
missiles landed in the economic exclu-
sive zone. But Prime Minister Fumio
Kishida has also stressed the need for
the two countries to maintain dialogue.
On Wednesday, Japanese national secu-
rity adviser Takeo Akiba held a long

Taiwan has hosted 14 parliamentary
or government delegations from coun-
tries with which it does not have diplo-
matic relations this year, including 19
membersofthe US Congress.

Since President Tsai Ing-wen took
office in 2016, 58 members of Congress
have visited and the annual number has
more than doubled during this period.

Virus challenge

Brussels calls
for stronger

campaigns as
jabs ‘plateau’

SAM FLEMING — BRUSSELS
DONATO PAOLO MANCINI — LONDON

Brussels is warning of a vaccination
“plateau” in the EU despite surging
Covid-19 cases as it calls for member
states to intensify campaigns ahead of
the autumn and winter.

EU health commissioner Stella Kyriak-
ides said there was a risk that people
were letting their guard down in the
summer months and that health minis-
tries needed to do more to prepare for
wider outbreaks despite understanda-

Probe into $150mn of deals
involving Briton prompts

shake-up of administration

JOSEPH COTTERILL
AND GOLDEN MATONGA — BLANTYRE

Malawi’s president has vowed to crack
down on corruption in the southern
African nation after an international
investigation into the alleged plunder-
ing of state resources by a British
businessman forced him to shakeup his
government.

Lazarus Chakwera told the Financial
Times that the law would take its course
over allegations that senior officials in
previous administrations, including his
own deputy, influenced contracts in an
abuse of the country’s public procure-
ment system.

A Malawi-born British businessman,
Zuneth Abdul Rashid Sattar, is being
investigated by the UK’s National Crime
Agency and Malawi’s Anti-Corruption
Bureau over alleged corruption in deals
worth more than $150mn to supply
ration packs, water cannon and other
equipment to the country’s security
forces. Satter, who has not been charged
with any offences in either country, has
denied any wrongdoing.

The graft allegations have sparked
public anger since they come at a time
when Malawi is in the grip of an eco-
nomic crisis made worse by higher fuel,
food and fertiliser prices caused by the
warin Ukraine.

Chakwera, who took office in 2020
after becoming the first African opposi-
tion leader to defeat the incumbentina
rerun of a fraudulent election, said he
would do “whatever is necessary to
make sure Malawi’s trajectory is differ-
ent fromwhat the pasthasbeen”.

“Definitely, with all the revelations
that have come to the surface, we would
not want to go that route again,” said
Chakwera, who pledged to end a cycle of
graft that has plagued Malawi’s donor-
dependent finances for years.

Sattar was arrested in the UK in Octo-
ber last year. The investigation was
detailed in a UK court hearing in May
when he applied to vary bail conditions
but was denied permission.

Investigating the alleged wrongdoing
is likely to severely test the capacity of

[ = 0.

Lazarus
Chakwera,
president,
pledged to end
acycle of
corruption that
has plagued the
country’s donor-
dependent
finances for
YQrs — Colin Fisher

Procurement. Contract claims

Malawi leader vows crackdown on corruption

private gain — a term popularised by
South Africa’s descent into corruption
under Jacob Zuma.

The case reached the top of Malawi’s
governmentlast month when Chakwera
stopped delegating powers to his dep-
uty, Saulos Chilima, after the vice-
president was publicly identified by the
anti-corruption bureau as a person of
interest in the investigation. Chilima,
who constitutionally cannot be
removed by the president, denies any
wrongdoing. The president also sus-
pended his chief of staff and fired the
inspector-general of police after they
were also publicly named in the report.

The former inspector-general
declined to comment and the former
chief of staff did not respond to a request
for comment.

Chilima, who was also deputy to the
former president but left the then ruling
party in protest at corruption allega-

¥ i

always been consensus,” he said. “I do
believe we are together in this.”
‘Two-thirds of Malawians surveyed by
pan-African polling organisation Afro-
barometer this year believed corruption
worsened in the past 12 months. How-
ever, Boniface Dulani, a political scien-
tist at the University of Malawi, said that
might reflect greater scrutiny of the
issue since Chakwera came to power.
“Because people are freer to talk
about these things, they are freer to
report about these things,” Chakwera
said. “We are determined to fight this
and to make sure that we have
laws . .. that protect Malawi's wealth.”
Chakwera said alleged overpayment
for procurement had to be tackled, par-
ticularly in light of the country’s eco-
nomic woes. “When you are talking
about the scarcity of forex and so forth,
that is obviously a matter of concern,
and particularly when whatever is there

“With all the
revelations
that have
come to the
surface, we
would not
want to go
that route
again’

sattar is also investigating alleged over-

ricing. Commenting on the probe,
Chakwera said that “one feels sad, butat
thesame time, we are happy that we are
dealing with these things, so that per-
manent solutions can be found”. Alaw-
yer for Sattar did not respond to a
request for comment.

Chizuma has won popular acclaim for
taking on high-level corruption cases,
but said that she has also faced threats.
Sheis also working with t

ble “fatigue” in populations about the

“We need to increase vaccinations, we
need to widen the coverage of boosters
and we need to make sure health sys-
tems are ready to cope with future
waves,” she said. “I'm concerned that
waccinations have plateaued over the
past few months, and we have seen pos-
sibly contact tracing and testing not
beingsointensive.”

Kyriakides’s remarks came after the
Financial Times reported that a glut of
vaccines led to talks between member
states and BioNTech/Pfizer to consider
delaying the supply of some jabs until
2024.

The plan received tentative backing
from the companiesand Brussels.

The current contract extends only to
2023. Some Moderna deliveries have
potentially been pushed back to thefirst
few months of next year, even if the con-
tract coversonly2022.

Kyriakides spoke after writing to EU
health ministers warning of a “concern-
ing surge” in cases in the EU, including
increasing rates of severe illness and
hospital and intensive care admissions,
urging them to do more to prepare for
what could be a rough autumn and win-
terin the bloc.

The steps the commissioner is urging
include implementing year-round
surveillance and testing capacity for
acute respiratory illnesses this winter
and beyond, as well as lining up
ample healthcare supplies and being
prepared to reintroduce masks and

But she made it clear that the insipid
pace of vaccination campaigns was a key
concern given the brief window before
thecold and flu season began.

In early July, European health agen-
cies recommended extending eligibility
for second booster shots of Covid vac-
cines to those over the age of 60, as
highly transmissible variants drive up
hospital admissions across the conti-
nent. Despite that advice, less than 65
per cent of adults have had booster vac-
cinations in the EU, while nearly 15 per
centare notvaccinated atall.

“The summer months are months
when we need to increase our prepared-
ness for what could come ahead, in
terms of vaccines, therapeutics and
medical equij she said.

Although Chakwera’s government has
increased funding, the ACB’s budget is
about $6mn, reflecting stretched public
coffers. Because of lack of capacity
“Malawians have seen people arrested
before on corruption charges, and that
isusually the end of it”, Dulani said. “We
are basically dependent on the [UK]

jon agencies” to i igate the

It was appropriate for over-60s and
vulnerable groups to get the extra
booster immediately to ensure they
were protected against the wave that
was under way, Kyriakides said. Asked
if she thought there would need to be
freshly adapted jabs for the latest vari-
ants driving infections in the EU, Kyri-

::urrem case, headded.
The UK National Crime Agency told

isted that the vaccines already
available remained effective against the
versions of the virus circulating.
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‘Malawi’s anti-corruption institutions.
“It is a very important case for the
country, if we are genuine about the
fight against corruption,” anti-graft
bureau director Martha Chizuma said.
She added that the case “has all the
characteristics of state capture”, or
manipulation of public institutions for

All pages from Financial Times (Asia), Monday, August 22, 2022

tions, played a pivotal role in Chalkw-

needs to help us procure needed serv-

iceslik dicines” he said.

era’s rise to the presid. ‘when they
combined their parties to form
analliance to fight the 2020 poll rerun.
Chakwera said he still had the alli-
ance’s backing to pursue his anti-
corruption campaign. “When we have
met to talk about such issues, there has

The central bank devalued the
Malawian kwacha by one quarter
against the US dollar in May and the gov-
ernment hasapplied for an IMF bailout.

Chakwerl confirmed in a natlonal

dd Junethat the ACB’s p

May’s court hearing thatit believed sat-
tar was organising protests to unseat
Chizuma, a claim that Sattar denies.
Chakwera said that he had no evi-
dence of the orchestration of protests
but added that while “one might think
that they can use [Malawians] for this or
that —eventually, truth comes out”.

The sluggish pace of vaccinations
could partly be attributed to people
waiting for the arrival of doses adapted
for new variants, which could gain
approval in September, the commis-
sioner said. But individuals instead
needed to get vaccinated “as quickly as
possible” with the current vaccines.

Terror strike on Mogadishu hotel leaves 21 dead

ANDRES SCHIPANI — NAIROBI

Almost two dozen people have been
killed in a 30-hour assault by Islamist
militants al-shabaab on a hotel in the
centre of Somali capital Mogadishu.

Health minister Ali Haji Adan said yes-
terday that 21 had died in the attack and
another 117 were ded. He told

which monitors jihadist group state-
ments.

This is the first big assault by al-
Shabaab since former leader Hassan
Sheikh Mohamud returned to office as
president in early June.

Harun Maruf, author of Inside al-
Shabaab, said from Mogadishu on Satur-

showed Somali forces walking on piles
of debris from the hotel.

US state department spokesperson
Ned Price said yesterday that Washing-
‘ton “strongly condemns” the attack.

Aswell as frequent deadly attacks in
Somalia, al-Shabaab carried out the
2019 attack on the Dusit complexin the
area of Nairobi in which 22

national broadcaster SNTV the death
tollcould be higher.

somali forces entered the hotel yes-
terday, freeing 106 people. The attack-
ers stormed the Hayat Hotel, whichisa
popular site for local politicians, on Fri-
day evening, detonating bombs before
opening fire in what was the first big
attack by the al-Qaeda-linked Islamist

this year.

Responsibility has been
claimed by al-Shabaab,
which aims to overthrow
the Somali government

day morning that “government security
forces are fighting their way hard to end

group since a new president took office  the siege inatough battle”.
5 Unverified videos posted on social
Al-shabaab, which haslongterrorised  media showed an explosion blasting one
the country and wants to nverlhmw |]1e slde of Lhe hotel’s rooftop and black
government, h: i ing from the site.

according the Site Intelligence Group,

Monday 22 August 2022

Pictures from SNTV yesterday

civilians were killed. The group
attacked a US base in northern Kenya in
2020, killing three US service troops.

The US Africa Command estimates
that the group has between 5,000 and
10,000 fighters across the country of
15mn and controls large stretches of
southern and central Somalia.

In May, US president Joe Biden
approved the establishment of a small
but “persistent” military presence in
Snmalla, wlnch reversed the Trump

troops from the c\)untry in the Horn of
Africa.

Covid curbs hit Japan, Korea and HK tourism

PRIMROSE RIORDAN AND ANDY LIN
HONG KONG

KANA INAGAKI — TOKYO
CHRISTIAN DAVIES — SEOUL

Only a trickle of tourists are visiting
Japan two months after the govern-
ment announced that it would reopen
berders that had been largely shut to
foreign travellers for two years under
pandemicrestrictions.

Analysts said the insistence of Japan,
South Korea and Hong Kong on main-
taining restrictions, such as quarantine
and testing in some jurisdictions, had
made the region an outlier and had
slowed its tourism recovery.

“There is a stark contrast right now,
with [parts of ] Asiain a different league
than the restofthe world,” said Brendan
Sobie, a travel industry analyst at Sobie
Aviation. Sobie said tourism in south-
east and south Asia had recovered faster
as countries there had already dropped
Testrictions. “A lot of tourists haven’'t

* FINANCIAL TIMES

come back to the region, and they
booked summer holidays before
[restrictions started lifting], so thereisa
lagin getting tourists back.”

Although Japan reopened its borders
in June, it has struggled to attract for-
eign visitors with stringent travel guide-

Stringent travel
guldelines have
hampered Japan's
tourlst trade
desplte borders
being reopened

industry and plunged the territory’s
economy back into recession. “Our
inbound [tourism] team is in hiberna-
tion mode. We have skeleton staff to
handle inbound travellers,” said Lily
Agonoy, managing director
of Jebsen Holidays in Hong Kong. “Why
would a tourist come to Hong Kong if
they have to be quarantined? Normally
tourists only come for four to five days.”

South Korea was the “most open” of
those Asian destinations, according to
travel analyst Sobie, but Incheon Air-
port recorded only 17 per cent of the
passenger traffic compared with 2019 in
rter.

lines that require visi be rted
byaguide “from entry to departure”.

‘While China’s borders are still closed,
Hong Kong started to allow interna-
tional tourists to visit from May, but
maintained a minimum seven-day
quarantine, which was shortened to
three dayslast week.

The isolation has crushed the travel

All inbound passengers to South
Korea are required to take a PCR test
within 24 hoursof arrival. In an effort to
boost tourist numbers, authorities
announced this month that visitors
from Japan, Taiwan and Macau would
temporarily be allowed visa-free entry
to South Korea for the restof August.

Waist not, want not US shapewear start-ups are viewing post-pandemic weight gains as a blessing in disguise © Lex
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New German
watchdog says
auditors too
close to clients

@ BaFin accounting chief vows action
e Warning follows Wirecard scandal

OLAF STORBECK — FRANKFURT

The head of Germany’s new financial
reporting watchdog has accused the
country’s auditors of being “too close” to
clients and has ca]ledfar more prnfes—
sional scepti following

some rules for auditors, who lobbied
hard against more stringent changes.

But even as the regulator beefs up its

powers, Potzsch said there remained a

structural problem. “We do not have

enough firms that are able to audit large
i h liconoly”

of Wirecard.

Inhisfirstinterview as BaFin's head of
accounting regulation, Thorsten
Pétzsch took aim at “audit teams who
are left unchanged for years” and audit
firms “who do not rotate” as the regula-
tor tries to rebuild Germany’s battered
reputation after repeated financial
scandals. “Auditors arerequired to exert

‘Firms using illegal
shenanigans have no place
in the capital market’

Thorsten Pétzsch

professional scepticism. This . . . needs
tobe emphasised more than it was in the
past,” Potzsch, chief executive director
of securities supervision, told the Finan-
cial Times.

BaFin and Potzsch replaced Ger-
many’s controversial Financial Report-
ing Enforcement Panel, a private sector
body with semi-official powers, in Janu-
ary after it was wound down following
failures to investigate longstanding
accounting allegations against Wire-
card. The disgraced German paymems

In Germany, KPMG, PwC, EY and
Deloitte have a combined market share
of 80 per cent, according to data by
Liinendonk & Hossenfelder, a consul-
tancy. Such concentration of power
“does not lead to competition that is
working. Thisis then surely reflected in
reallife,” said Pétzsch.

The watchdeg’s newly created
accounting unit, which is still hiring,
will eventually have 60 employees,
compared with a staff of just 18 at FREP.

BaFin flexed its muscles this month
whenit said that embattled German real
estate group Adler overstated its 2019
accounts by up to €233mn. The group
said it would take legal action against
BaFin'sinterim finding.

“Our message to companies is that
firms who are using illegal accounting
shenanigans have no place in the Ger-
man capital market,” said Potzsch, add-
ing that “the risk of getting caught has
never been as high asitistoday”.

potzsch replaced Elisabeth Roegele in
2021 after she resigned during a parlia-
mentary inquiry into the Wirecard
scandal. He was previously in charge of
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High stakes Stablecoin issuers hold $80bn
worth of short-dated US government debt

T-bill investor composition (5bn)
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SCOTT CHIPOLINA — LONDON

Stablecoin issuers such as Tether and
circle now hold $80bn worth of
short-term US government debt,
highlighting the expanding role of
digital asset players in traditional
financial markets.

Tether and its peers accounted for
2 per cent of the market for Treasury
bills —debt instruments that are com-
monly used as a cash equivalent on

group collapsed in 2020 after
that half of its revenues and €1.9bn in
cnrp orate cash were fake, sending

Deutsche Bank totake action to prevent
money laundering and terrorism
fr—

through th y's polit-
ical establishment.

Following the scandal, German legis-
lators overhauled the country’s
accounting supervision, abolishing the
FREP and giving BaFin extensive pow-
ers to investigate the financial accounts
of Germany’s most important listed
groups. The government also tightened

“We will act where it is necessary,”
Pitzsch told the FT, adding that BaFin’s
accounting unit was co-operating with
Germany’s criminal prosecutors. “If
there are any indications of criminally
relevant misconduct, we immediately
reach out to the public prosecutors and
share our insights,” he said.

BaFin’s 1 and anti- y Corp! bal heets — as of May,
laundenng department and earned a d h from
dmi for tough after ordering more than the proportion owned by

‘Warren Buffett’s investment group
Berkshire Hathaway.

JPMorgan said that the newer issu-
ers had “considerable room to grow
should stablecoins become a form of
digital payment”.

‘The rising prominence of stablecoin
issuers in a market historically domi-
nated by lower-risk investors is one of
the factors driving regulators to step
up scrutiny of the eryptoindustry.

Stablecoin issuers own $80bn of all US Treasury bills

200 400

MMFs are money market funds. LGIPs are local government investment paols

Stablecoins are cryptocurrencies
designed to act as a bridge between
the crypto and traditional markets,
making it faster and easier for traders
to buy and sell digital tokens. They are
normally pegged to the biggest and
moststable currencies.

The top three stablecoins by mar-
ket capitalisation — Tether, Circle’s
USDC, and Binance’s BUSD — have a
combined market cap of roughly
$140bn, according to price-tracking
site Coingecko.

These are typically supposed to be
backed at all times by reserves of
highly liquid mainstream financial
assets.

But in May, that backstop was
called into question when Tether’s Us
dollar pegbriefly snapped under pun-
ishing selling pressure, a slip-up that
came hot on the heels of the failure of
asmaller stablecoin, TerraUsD.

Janet Yellen, US Treasury secretary,
said the collapse of TerraUSD was an
event that “simply illustrates that this

600

800 1,000

isarapidly growing product and there
arerapidly growing risks”.
Regulators have particular con-
cerns over the quality of the assets
that stablecoin operators say they

holdinreserve.
Bl

Cost of UK
energy group
bailout set

to top £4bn

GILL PLIMMER AND DAVID SHEPPARD
LONDON

The cost to UK households of bailing
out nationalised energy retailer Bulb is
expected to soar to more than £4bn by
the spring unless the government
achieves a sale, saddling every home
with an additional £150 or more on its
bills nextyear.

The forecast from energy consultancy
Auxilione illustrates the cost of support-
ing Bulb’s 1.4mn customers as wholesale
gas and electricity prices surge.

The government’s failure to agree a
deal with potential buyers has caused
costs to mount as Bulb’s administrators
are hamstrung by rules that restrict
them from hy isingprices.
Energy retailers normally buy whole-
sale gas and electricity in advance to
protect against changes in prices, partic-
ularly as the UK price cap stops them
passing on the full cost to consumers.
But government rules restrict state-
owned companies from hedging, leav-
ing Bulb’s administrators — and ulti-
mately UK households — exposed.

The bailout of Bulb, which collapsed
in November last year with debts of
£326mn, is expected to be the most
expensive since the rescue of RBS dur-
ingthe financial crisis. Unlike 2008, the
government plans to make households
absorb the cost through an increase in
energy billsrather than funding the res-
cue through general taxation.

In March the Office for Budget
Responsibility estimated that the Bulb
bailout would cost £2.2bn over two
years, but wholesale gas prices have
‘more than doubled since June after Rus-
slasl:shed suppllesto Europe.

Terrawasan

expects additional losses

thathad no porlfahn of reserves, re}y—
ing on computers and financial incen-
tivesto track thevalue of $1.

The proposed Responsible Finan-
cial Innovation Act, co-sponsored
by senators Cynthia Lummis and
Kirsten Gillibrand, has also called for
reserve disclosure requirements for
stablecoin issuers.

Tether, the biggest stablecoin oper-
ator, has pledged to reduce itsreliance
onatype of corporate short-term debt
known as commercial paper and buy
US Treasury bills, which are consid-
ered tobe ultra-low-risk assets.

under the price cap will be about
£420mn ‘between March and October
use s lower, and h;
£1.6|>n over the winter months. Gas
prices are now more than 10 times their
average over the past decade. In August
alone UK wholesale gas prices have
risen 35 per cent. Energy costs for the
typical home could reach £5,000 by the
spring, some forecasts suggest.

The government said: “The special
administrator of Bulb is required by law
tokeep costs as low as possible. We con-
tinue to engage closely with them to
ensure maximum value for money for

Circle, the industry’s second- taxpayers.”
biggest participant, has already cutits Bulb and Teneo, the administrator,
reliance on commercial paper for its declined tocomment.
stablecoin, USDC. See Opinion
|
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Transactions reach highest

recorded figure since 2009

amid wave of wealthy entrants

SIMEON KERR — DUBAI

Dubai developers are dusting off plans
for long-dormant projects as demand
for luxury property surges due toa wave
of wealthy new arrivals.

State and government-related real
estate firms are looking to restart
projects that failed after the city’s debt
crunch during the financial crisis.

These include the mothballed man-
made Palm Jebel Ali island and the
stunted towers of Dubai Pearl, a long-
delayed development at the entrance
to another reclaimed island, Palm
Jumeirah.

The developments have acted as visi-
ble reminders of past excesses, but are
reviving due to an influx of new
entrants, from Asian billionaires and
cryptocurrency investors to wealthy
Russians looking to escape sanctions.

Dubai-based consultants Mira Estate
said sales to customers from Russia and
the former Soviet states had doubled so
far this year, compared to the same
period in2021.

“Billionaires and entrepreneurs have
been flocking to the UAE in record num-
bers, leading to a surge in demand for
real estate,” said Tamara Getigezheva,
Mira chief executive. “Most homebuy-
ers are looking for ready units and
waterfront properties.”

The volume of transactions in Dubai’s
residential market rose a third in june
2022 compared to a year before. In the
year to June, transactions reached their

highest total recorded since the peak in
2009, according to real estate group

RE.

Off-plan sales rose 47 per cent and
ready homes a quarter in the period.
Prices increased 10 per cent in the year
to June, while average villa prices were
up19percent.

Villas on Palm Jumeirah, the
reclaimed island beloved of the city’s
wealthy, recorded the highest average
sales rate in the city, according to CERE.

1t was developed by Nakheel, the
government-owned firm that was
at the heart of Dubai's financial crisis in
2009 when it nearly defaulted on some
of its debt.

Demand for waterfront properties is
providing a renaissance for the com-
pany, which was previously controlled
by state conglomerate Dubai World and
now falls under the emirate’s sovereign
wealth fund, the Investment Corpora-
tion of Dubai.

Palm Jebel Ali, which is three times
larger than Palm Jumeirah, was put on
holdin the aftermath of the 2009 crisis.
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Dubai developers bring projects back into play

Nakheel’s new management, once it
receives government approval, was
expected to launch developments on
the island to meet demand for beach-
front real estate, said three people
‘briefed on the plans.

Over the past few months, Nakheel
had been contacting existing investors
in the project and offering to buy back
their contracts for plots and properties,
said six people briefed onthe offers.

The company declined to comment.

Investors were being offered financial
recompense or credit notes for other
Nakheel properties, said three of these
people. Customers would also be given
‘the opportunity to reinvest their cash in
the revived Palm Jebel Ali. In such cases,
the company would provide partial
compensation as prices on the island
‘were expected to be much higher than
for the original project launched two
decades ago.

“I bought at a discount, but I don’t
‘want to sell. I want the villa I bought,”
said one Dubai businessman.

Others who bought at a premium are

The revival
isdown toan
influx of
newcomers to
the luxury
‘market, from
Asian tycoons

facing poor recoveries on their invest-
ments if they sell back at the original
selling price.

During its pre-crisis heyday, Nakheel
started developingan even larger man-
made coastal project, Palm Deira, which
was never fully reclaimed and was then
rebranded Deira Islands.

Off the old town near the creek, the
company is planning an array of com-
mercial, residential and hospitality
projects across the four islands, soon to
be relaunched as Dubai Islands.

Another project set for a revival is
Dubai Pearl, whose semi-complete
structures have been a blot on the sky-
line for 18 years. Construction work on
the development of four towers con-
nected on the top floor by a “sky palace”
started in 2004 before faltering, leaving
investors out of pocket.

The government had recently can-
celled the project and put it out to auc-
tion among various UAE-based bidders,
said four people briefed on the move.

Dubai Holding, owned by the ruler
Sheikh Mohammed bin Rashid al-Malc-
toum, won the auction, taking back the
land it sold to the original developer in
theearly2000s.

aquarter

q
p
toathird of their money back.
Dubai Holding did not respond to a
request for comment.
The deal, if it completes, should pro-

and crypto vide some closure to thousands of inves-

investors to tors who have been battling for recom-

rich Russians pense for years.

;’;’:‘H"b‘:‘; 7 “Getting 25 per cent of my cash back
after a 15-year waitisn't exactly great,”
said one. “It’s been a tough way to learn
that contracts in Dubai are rarely worth
the paper they’re written on. On the
otherhand, it’s better than nothing.”
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Tiger Global hedge fund changes its stripes

Coleman’s chastened operation overhauls portfolio and moderates risk appetite after rate rises and tech stocks rout

ANTOINE GARA — NEW YORK
LAURENCE FLETCHER — LONDON
Asmarkets soared in 2021, fuelled by a
pandemic surge in tech stocks that
made Tiger Global one of the most suc-
cessful hedge funds, the firm invited US
downhill skier Lindsey Vonn to offer
advice toabout 30 investors.

Tiger’s analysts quizzed Vonn on how
she recovered from a traumatic crash at
the super-G world championships in
2013, suffered through a year of rehabil-
itation, and, in her second race back,
became world champion again.

Now the New York-based hedge fund,
which managed over $90bn in assets at
itts peak, is drawing on the lessons of her
recovery, say people familiar with the
matter, after its flagship fund shed
about half its value by July, causing bil-
lions of dollars in investor losses.

Hammered by fast-rising interest
rates and tumbling tech stocks that ben-
efited from the pandemic, the firm’s

Investment teams met
ata frenetic pace as they
decided to slash holdings
in pandemic beneficiaries

press-shy founder Chase Coleman has
overhauled one of the largest and most
closely watched portfolios, reining in
Tiger'sriskappetite.

One person familiar with Tiger
described its new approach more prosa-
ically as “a focus on notlosing money”.

Tiger investment teams in the US and
Asiamet at a frenetic pace since Febru-
ary as they decided to slash holdings in
pandemic beneficiaries such as video-
conferencing start-up Zoom, e-signa-
ture specialist DocuSign, online used-
car company Carvana, food delivery
app DoorDash, video game

The flagship fund of Chase Coleman’s New York-based business had shed half its value by July, causing billions of dollars in investor losses — T mantae/Bcombers

‘ Tiger Global’s top five holdings
Total long exposure ($bn)

JD.com Microsoft

CrowdStrike

NU Holdings

Meta

Sevicenow, as well as cyber security firm
Crowdstrike, Brazilian fintech Nubank,
Chinese ecommerce group JD.com, and
Sea, the Singapore tech conglomerate,

ding to people familiar with the

TN T\

Roblox, and crypto brokerage Robin-
hood, according to regulatory filings
that cameout this week.

Other large positions cut include
cryptogroup Coinbase, internet. retaller
‘Warby Parker, it ify, and

O A
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connected-fitness bet Peloton Interac-
tive, according to the filings.

As it battened down the hatches —
and risked missing out on a rally for the
kind of tech stocks the fund had decided
to ditch — Tiger concentrated its portfo-
lio in companies it believes are more
than just pandemic winners and is
closely scrutinising whether tech earn-
mgs wﬂl follow valuations and begin to

situation and filings.

It built large positions in Meta,
Alphabet and cyber security firm Sen-
tinelOne before a recent spike in the
Nasdagq, they said.

New positions have emerged in China,
where tech stocks foundered for years
but have outperformed in 2022. Tiger
counts jobs website Kanzhun and elec-
tric carmaker Li Auto as top 10 long
positions firmwide, the filings show.

Tiger cut its overall exposure to
stocks, paring back bets that prices will
rise and increasing the prominence of its
short book, which bets that companies
will decline in value and is overseen by
Coleman, say the same people.

“We have been working diligently on
ideas for our short portfolio, which has
been profitable this year but tracked
market indices more closely than our
longs,” Tiger told investors.

Tiger’s hedge fund has stepped to the
sidelines of investments in privately
held start-ups. The f\md wluch can

T

with the matter. Inits quarterly letter to
investors earlier this month, Tiger
alerted investors to the changes to its
portfolio.

“We have embraced the opportunity
touse recentlessons learned to improve
our investment process,” said the fund.

As part of its effort to rebound, the
firm is investing heavily in data science
to better monitor its positions, and
changes in the investment team have
alsobeenmade.

Edward Lei, a partner overseeing
investments out of China who had been
with Tiger for nearly a decade, has left
the firm, according to documents seen
by the FT. Tiger recently hired Dai
‘Wang, a longtime portfolio manager at
T. Rowe Price, to lead its public stock
investments in the country.

Sam Harland, an investor who helped
oversee what was once Tiger’s over $1bn
position in Carvana, has left. Tiger
recently hired Ben Tso, a former analyst

‘A focus on not losing
money’ is the way one
observer prosaically
dubs the fresh approach

at Palestra, to focus on consumer-re-
latedinvestments.

Later this month, Evan Stanleigh, a
partner at hedge fund Cadian Capital,
will join Tiger. Then, in September, the
firm will bring in four more new ana-
lysts, makingits investment team larger
than ever before, said the people famil-
iar with the matter.

Coleman, trained by Julian Robertson
at Tiger Management, launched Tiger
Global in 2001 amid the bursting of the
dotcom bubble, and has made many bil-
lions invested in the firm's funds, with
much of theirmoney invested in private
equity funds that have long-term lock-
ups.

But despite the recent scrutiny, Tiger
had no interest in converting its hedge
fund into a family office, said two
sources, a move some struggling funds
makenear theirnadir.

Annualised net returns of its flagship
fund since launch have dipped from 20
per cent as of last September to below 15
per cent as of June 30, according to doc-
uments. The funds also started to
recover during June and July.

This summer, under different circum-
stances, Tiger hosted another sports
celebrity, the 23-time gold medal win-
ning swimmer Michael Phelps, who
offered msplr:llnn as markeLs melted

A 7re Al . W,
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adjust their forecasts,
we are focused on whether company
earnings will follow prices and revisions
to our models are necessary,” said Tiger
inan August letter to investors.

The firm has moved away from high-

risk tech gmups wh]le maintaining its
focus on includ-
ing large, long-term bets such as soft-
ware groups Microsoft, Atlassian and

LIVESLA LIIVLILY UL 1S PULUGHU 1L pr-
vate groups, has not made a new private
investment in over a year, the people
say. Inits private equity portfolio, Tiger
has marked down groups it deems clos-
est to going public, such as fintech
Chime and ecommerce company
Checkout.com, to account for an
increased risk that a listing sees their
valuations tumble, the fund told its
investors, according to those familiar

UUWLL FIE UESULIVEU IUW W USE UgTeaL as
amotivator.

“One of the messages we have consist-
ently heard from Michael and other
high performers over the years is that
the path to long-term success is rarely
linear,” Tiger recounted to itsinvestors.

“setbacks and losses are part of the
deal. There’s no shortage of motivation
to win again for our investors, and we
areconfident that we will.”

SUJEET INDAP — NEW YORK

Strategic Value Partners seized control
ofthe owner of retail properties suchas
Rolling Oaks Mall in Texas and Tippe-
canoe Plaza in Indiana in a deal
approved by a judge last year. Now
minerity shareholders in the group
have sued SVP, saying they have been
short-changed.

The case is part of a trend in distressed
debt investing, in which investment
funds snap up the discounted bonds
of troubled companies in the hope of
swapping that credit position for
control of its assets in a sub

2021 at an aggregate valuation of
around $3bn.

In the lawsuit filed in Delaware state
court on Thursday, minerity holders in
the reorganised WPG, led by Cygnus
Capital, allege that they were blindsided
and ultimately cheated in a transaction
earlier this year where SVP squeezed
out the shareholders who owned just
over a tenth of the remaining equity of

WPG.

Cygnus claimed that it learnt of the
dealled by SVP only when it closed ata
priceitdeemed “grossly unfair”.

In its lawsuit, Cygnus alleges that
“SVP took adv f the Covid crisis

ptey.

The biggest investment groups are
increasingly asserting their power to
steer restructurings at target compa-
nies. This has led to grievances from
smaller investors who claim that they
‘have been steamrollered.

‘Washington Prime Group filed for
bankruptcy protection in June 2021, cit-
ing a heavy debt load of $4bn, reduced
traffic at its roughly 100 shopping cen-
tres, and various concessions granted to
retail tenants that were attempting to
stay afloat in the pandemic. The New
York-listed company had been spun out
in 2014 from mall business Simon Prop-
erty Group.

Connecticut-based SVP, founded by
Victor Khosla, was WPG’s largest indi-
vidual creditor at the time of the bank-
Tuptcy filing.

SVP led a group of creditors who held
the vast majority of the group’s senior
debt and unsecured junior bonds.
According to the lawsuit, SVP owned
87 per cent of the reorganised group
when it exited bankruptcy in October

FINANCIAL TIMES

to force and control a rushed bank-
ruptcy process to take WPG Incprivate”.

The group of minority investors is
seeking either to unwind SVP’s buyout
of minority shareholders or be paid
damages based on arevised valuation of
Ohio-based WPG.

In an interview last year with Bloom-

Victor Khosla, SVP’s founder, denies
employing scorched-earth tactics

Investors sue SVP over retail bankruptcy deal

berg television, Khosla denied that his
firm engaged in “scorched earth” tac-
tics, while acknowledging that his team
could be tough negotiators.

“We are not tryingtofind a little angle
and make eight points on the bond we
bought at 82. It gives you a lousy reputa-
tion ... . it’sjustnot us,” he said.

But one creditor to WPG before its.
bankruptcy, who is not involved in the
lawsuit, told the Financial Times thathe
was startled at the time by what he per-
ceived to be the aggressiveness of SVP in
the deal squeezing out investors.

The person said that by leading a new
cash investment of $325mn in WPG in
therestructuring, SVP had already done
well for itself.

The fund had been able to purchase
'WPG equity at a 32.5 per cent discount
to the mooted valuation of the new
company, attractive terms related to
SVP’s ability to commit significant
capital.

WPG had also sought alternative
transactions to the SVP restructuring
plan, but no credible counter offer
emerged during the bankruptcy.

SVP said: “We believe the lawsuit’s
claims are completely without merit
and weintend todefend ourselves vigor-
ously”

The court papers also seize upon com-
ments Khosla made at a Milken Insti-
tute financial conference earlier this
year, where he seemed to boast about
how surprisingly valuable WPG assets
had become, describing what the plain-
tiffs say was the company’s mall located
in Westminster, California.

“The mall is shut down and we got
bids for it for a few hundred million dol-
lars,” hesaid.
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Did the Fed's preferred measure of
inflation ease offinJuly?

The US Federal Reserve’s preferred
measure of inflation, the core personal
consumption expenditures price index,
is expected to have cooled in July, fol-
lowing last month’s lower than expected
consumer price index figures and an
unexpected decline in producer prices.

Consumer price growth and producer
prices eased in July largely because of
lower petrol prices, and Friday’s PCE
report is expected to follow that infla-
tion trend. The core PCE index, which
strips out food and energy prices, is fore-
cast to have increased 0.3 per cent from
a monthly gain of 0.6 per cent in June,
accordingtoa Reuters economists poll.

“Weakness in prices of medical serv-
ices, airfares and financial services in
July’s PPI notably lowered the transla-
tion of July PCE prices from what we had
pencilled in after the July CP1,” said UBS
analysts. They forecast core PCE infla-
tion to fall to 4.5 or 4.6 per cent from an
annualised rate of 4.8 per cent in June.

The PCE rose more than expected to
an annualised high of 6.8 per cent in
June, dashing hopes that headline infla-
tion peaked at 6.6 per cent in March.
High petrol prices probably contributed
to the worse than expected headline fig-
ure, but the core figure jumped to
4.8 per cent in June from the previous
‘year, up from 4.7 per cent in May.

Fed governor Christopher Waller said
onJuly 14 he expected monetary policy
to be restrictive until there has been a
“sustained reduction” in the core figure.
The Fed raised its bench k interest

Minutes from
the US Federal
Reserve's July
meeting show
that officials are

for

Market questions. Week ahead

Focus falls on Fed's preferred inflation gauge

orders, output and confidence. While
tourism and hospitality-related services
have been boosted this summer by the
lifting of most coronavirus restrictions,
the benefits of this are expected to be

rate by 0.75 percentage points for the
second consecutive month in July to
tackle inflation. Minutes from the July
meeting show Fed officials are planning
for morerate risesat future meetings.
Alexandra White

Did eurozone business activity
decline further last month?

The gloom surrounding the eurozone
economy is likely to deepen tomorrow,
when abenchmark survey of businesses
isexpected to reveal a further decline in

more rate rises
Joshua RobertsfBlcomberg

1led out by a rising number of
countervailing factors.

Russia is squeezing natural gas sup-
plies to Europe, Italy is in the grip of
political turmoil and record inflation is
eroding household spending and busi-
ness investment, convincing many
economists that the eurozone is heading
forrecession.

Jessica Hinds, senior Europe econo-
‘mist at Capital Economics, pointed out
in a note to clients last week that the
economic benefits from easing pan-
demic restrictions “appear to be fading

already and the headwinds to growth o i
ek Frlday.s
S&P Global’s flash eurozone compos-  TEPOItis
ite purchasing managers’ index is
expected to confirm this downbeat out- expected o
look tomorrow, when its reading for the follow an
eurozoneis forecast to drop from 49.9in 3 =
July to 49.5in August. mﬂat19n
This would be the second consecutive ~ trend in
month that the index has dropped =
below the crucial 50 mark that sepa- whichlower
rates growth from contraction, some- petrol costs
thing that until july had not happened =
inthe eurozone since early last year. cased ples
“We have had a recession in our cen- gl'OW'[h

tral forecasts for a while; this is tosay a
technical one in the third and fourth
quarters,” said Claus Vistesen, chief
eurozone economist at Pantheon Macr-

oeconomics, who expects a steeper fall
in the eurozone PMIreading to 48.

“Wwe think the eurozone economy is
now in recession. Germany, at the very
least, is” Martin Arnold
‘Why haven't expectations of higher
interest rates boosted the pound?

Inflation in the UK reached a 40-year
high of 10.1 per centin July and the rapid
pace of price growth has prompted
expectations of more aggressive interest
rate rises from the Bank of England.

Higher interest rates tend to boost a
country’s currency, as they support for-
eign investment and demand for a cur-
rency relative to those from countries
with lower rates.

But since the latest UK consumer
price index data release on Wednesday,
sterling has slipped roughly 1 per cent
against the dollar. The pound is down
more than 10 per cent against the dollar
this year and just under 1 per cent
againstthe euro.

Some analysts say the pound’s poor
performance can be attributed to the
UK's gloomy economic outlook. The
Bok forecasts the UK will soon enter five
quarters of recession. A decline i ingross
domestic product would, th i

Sanofi and
GSK set sights
onending
dominance of
mRNA shots

HANNAH KUCHLER

GSK and sanofi are setting their sights
on ending the dominance of BioNTech/
Pfizer and Moderna vaccines, after
early data showed their shothad fewer
side effects and lasted longer, accord-
ingto GSK’s new vaccine chief.

Phil Dormitzer, who left Pfizer last year
to join GSK as head of vaccine research
and development, said in the long run
people might prefertobe boosted witha
protein subunit vaccine, such as the one
developed by the British and French
drugmakers. These vaccines contain the
protein of the virus’s spike, rather than
genetic code forit.

“Covid is important. It is not going
away. It is changing,” he said. “As we
head towards the late stage of the pan-
demicand the post-pandemic era, other
things become important: tolerability,
the temperature stability, convenient
cold chain, and durability.”

Preliminary datasugges: the vacmnﬂ
of thist

lower the appeal of the pound relative to
other currencies.

The July CPI data sparked a sell- nH in
short-dated UK gilts, which

and lastrlunger than mRNA shuls. A
recent study in animals by researchers
at Stanfnrd showed a protein subunit

liciting high levels of antibod-

tointerest astheyield
on the debt instruments reached
heights last seen in 2008. Bond yields
rise as their prices fall.

The pound’s weakness has raised
questions about the UK’s longer-term
economic health. “Rising rates and a
falling currency are more often seen in
emerging markets than in developed
markets and it possibly [suggests] mar-
kets [are] questioning the credibility of
UK policy in the longer term,” said
‘Adam Cole, chief currency strategist at
REC Capital Markets.

The likelihood of more fiscal spending
tobattle the cost of living crisis, increas-
ing the UK’s borrowing, is likely to drag
further on the pound, Cole added. Ian
Johnston

ies for than a year.

“We have to wait for more data, but
it's something to watch and it may turn
outto be that there’s a durability advan-
tage,” hesaid.

Dormitzer said the mRNA jab market
could be disrupted, as makers tried to
apply the tech to other diseases such as
influenza. GSK has partnered with Ger-
man biotech CureVacto develop a next-
generaﬁ\m mRNA Covid Jab lncludmg

trial of an O1
shot last week, and is using the tech for
other viruses. “There’s nothing magic
about mRNA. I've been involved with
'mRNA since long before Covid.”

Pfizer and BioNTech declined to com-
ment. Moderna did not respond to a
request for comment.
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C an I 0 back Messages from the archive of The CEO of Hypersocial posted a picof | have been useful to know you were But maybe let’s stick to interviews
g Rutherford Hall, critical himself on LinkedIn crying — yes, about to lay off 4,000 staff by Zoom and speeches. LinkedIn is more for
t be‘ communications strategist crying — because he had to firea and announce a new push into fossil motivational stuff. It’s where you show
(4] lng an couple of people. The post is all about fuels, before we started positioning you your sensitive side, talk about your
. LinkedIn: 've had a few people asking how he felt having to do i, like as the model, modern CEQ. That line in inspirational mother born into
uncarlng me if, with a recession coming, we can somehow he’s the one going home your last post about caring for your poverty; your commitment to your
finally end all this sensitive, caring boss | wondering how he’s going to put food staff’s wellbeing as if they were your staff’s emotional wellbeing; the joy you
boss yet? nonsense they’ve had to put up with on the table. What a drip. Oh,and he’s | children looks a touch misplaced. We Tough is fine, but get visiting the African orphanage;
through the pandemic. Group hugs, also adopted a sea lion. do need to align image with actions. B your company Sponsors.
working from home, ESG and Rutherford ou don't want to Rutherford
pretending to care about our WhatsApp to Stephen: Yeah I know. Find me on Strava attract en()ugh Find me on Strava
— employees’ emotional wellbeing. My Hyper-baby is getting slaughtered in - =
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Rutherford Hall
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answer is “yes”. You should stop
pretending to “care” — and start
actually caring. It may seem like the
pendulum has swung back, but don’t
mistake a brief correction for a long
term shift. Sometimes we have to make
tough decisions but there’s always
space on a balance sheet for
compassion. We must never neglect
our social licence: society’s acceptance
that we deserve trust. You can't drive
without a driving licence. You can’t
thrive without a social licence.
WhatsApp to Stephen: When are you
going to let me sack Christopher? 'm
itching to off the toad. He can’t even
spell the next chancellor’s name right.

WhatsApp to Stephen: OK, but we need
replacement options by the end of the
year. By the way you've got to see this.

From: rutherford@monkwellstrategy.com
To: martinK@volponebank.com

Martin, yes absolutely. We have a
team specialising in i

management. We cover everything
from interview strategies to thought
leadership initiatives. The big one right
now though is LinkedIn. It's the top
space for performative brandbuilding.
strictly Come Chancing. We'll run your
LinkedIn page and write blog posts for
you crafted around the image you are
trying to convey.

Rutherford
Find me on Strava, KoM Sydenham Hill,
PR London to Brighton: 4h 37m

From:
To: martinK@volponebank.com
Got to be honest, Martin, it might

Learning and development

Back to nature: why employers are
sendlng workers into the wild

From sleeping in woods to
hugging trees, ‘experiential’
retreats aim to help staff
identify with company
values, writes Oliver Balch

aking up in the cool of

the morning in a wood

near Reading, southern

England, with the first

rays of dawn streaming
through his bivouac and a crick in his
neck, Steve Waygood could be forgiven
for thinking he’d signed up to the wrong
course.

But this is “experiential learning” in
the raw: an increasingly popular prac-
tice used by businesses to connect their
workforce to the real-world substance
of their environmental policies.

As head of responsible investment at
UK insurer Aviva, Waygood is already
more on board than most. But eco hat
or no, he still sees the value of ditching
his suit for a few days and stepping into
the wild. “If we forget to savour the
world,” he says, quoting the acclaimed
American children's writer, E B White,
“what possible reason do we have for
savingit?”

E d corporate
deparl.ments might very well be asking
themselves the same question. For all
the rhetoric about business sustainabil-
ity and ESG in recent years, little
appears tobe sticking.

According to arecentglobal survey by
UK communications agency Kite
Insights, the majority [56 per cent] of
workers are unable to explain their own
companies’ climate commitments —
despite an overwhelming propensity
[77 per cent] toacton theissue.

So, could abandoning the classroom
and heading into the hills potentially
close this worrying disconnect?

Andres Roberts has little doubt.
Founder of the Bio-Leadership Project,
a nature-inspired UK consultancy and
fellowship network, he is a veteran
leader of training experiences for organ-
isations such as the Barbican Centre,
food retailer Better Food, and cosmetics
group Natura. Heisalso themanbehind
‘Waygood’s sleep-out in the woods —
part of a weekend retreat geared
towards, in Roberts’ own words, “rekin-
dling our capacity to see the bigger
picture”.

By conventional training standards,
his methods are unorthodox, ranging
from game-playing and campfire chats
to journaling and (literal) blue-sky
brainstorming. Drawing on a found-
ational belief that being in nature is the
best way to learn about nature, Roberts
recently helped design a tailored train-
ing programme for the European divi-
sion of US outdoor clothing brand,
Patagonia.

Held in a forest outside the Dutch city
of Utrecht, the “Earth University”, as
Patagonia dubs it, seeks to encourage
employees to connect with the com-
pany’s stated mission — namely, the
somewhat ambitious pledge to “save
our home planet”. Describing it as the

Monday 22 August 2022

Eden explainer
Emilie leads a
tour around the

rainforest
biome, the
largest captive
rainforest in the
world, at the
Eden Project in
Cornwall

Kai Greet/FT

company’s “very own forest school”,
Evelyn Doyle, Patagonia’s head of
people and culture, insists the outdoor
setting is central to the initiative’s effec-
tiveness.

“Whether it's sunny or wintry, we are
out in the environment that we’re
speaking to,” she says. “It’s about bring-
ing people back into nature so they can
learn not from PowerPoints but from
the ecosystem around them.”

Anne-Marie Robles, a retail district
manager for Patagonia, was only too
happy to leave the formal classroom
behind. Part of the Earth University’s
first cohort, she describes stepping out
into the forest as like “stepping into a
green-screenroom’”.

For three days, it was a break from
strategy sketches on whiteboards and
instead it was the sight of trees and the
feeling of wind in her hair. “It sounds
very esoteric and hippie but actually I
found it a really freeing environment
to approach topics from a completely
differentviewpoint,” she reflects.

Pukka Herbs, a Bristol-based herbal
tea and supplements brand, has a very
similar arrangement with The Eden
ijecl a south-west England-based

come from the more progressive end of
the business spectrum.

But those at capitalism’s harder end
are also dipping their toe in. Among
them is Eumpe’s largest lender HSBC,
which counts a ] ding training

well as a greater willingness to execute

their employer’s environment plans.

Yet, nature-based training is not with-

nul lLS challenges, he noncedes. One
concern is

1 o

partnership with the charity Earth-
watch.

To date, the UK-based bank has put
more than 15,000 employees through
the programme, which began as an off-
site for those with direct environment-
related responsibilities but is now open
tostaff from any function.

The shift shows a growing realisation
that to deliver on bold corporate
sustainability targets cannot be the job
of a specialist environment team, but
instead requires a wholesale buy-in.

Asbusiness-friendly as

the training providers try
to be, their focusis on the
planet, not hitting targets

Success here, in turn, relies on moving
emplayee mmdsetsﬁom the “what?” of

charity. Over the
of a two-night stay, groupsof 10 employ-
ees at a time undertake a range of struc-
tured and unstructured activities, from
solo walks in nature to private visits to
the charity’s ﬁmuusmdoorramfurem.

envir ity to the

“why?”, says jnhn Wa.rd Zinski, Earth-
watch Europe’s business development
director. ““Why is this important?” “Why
is our organisation spending so much
time on this stuff?’ “Why should 1 care?’

The overrid

pantstoh

is for partici-
time and
sider the company’s values both at the
“individual level” as well as “the Pukka
level”, explains Suzy Stollery, the
brand’s people director. “All these activ-
ities combined gradually move you
from your head to your heart. So, it's not
so much a cognitive process as an
embodied process, where you really feel
things,” she says.
The most enthusiastic adopters of
nature-as-classroom training tend to

Having empl start to ask these
questions is how to get beyond the box-
ticking that is still so common in many
companies,” he maintains.

But packing off employees to the
woods requires an added layer of effort
on everyone’s part, employer and
employee alike. So, isit really worth it?

George Ferns, a lecturer in organisa-
tional studies and sustainability at Car-
diff University, insists it is. Employees
with a connection to nature exhibit a
stronger sense of purpose, he states, as

FINANCIAL TIMES

p
“The hope is that the lessons from
these experiences trickle down into
people’s operational daily lives, but the
effect often fizzles out as people get on
with their work,” Fernssays.
Encouraging participants to write
down their key reflections or to estab-
lish clear resolutions can help sustain
the positive outcomes of a course, he

suggests.

A larger challenge, arguably, is the
very real possibility of a clash of
cultures. As business-friendly as these
alternative training providers try to
be, their world is one of protecting
the planet, not hitting targets or shifting
products. In that respect, participants
can expect lots of invitations to “be
present pllls plenty of ta.lk of “inter-

»

From: Rutherford attention to be WhatsApp to Martink: Don’t worry too
‘To: martinK@volponebank.com dubbed Britain’s much about what social licence means,

Yes we could go that way. Out with just use it in interviews. Yes Hyper-
the old empathetic CEO and back to Most Brutal Boss baby was ridiculous, but it was in line
reality with a tough but visionary with his image and at least he got one

style that by of the guys he sacked to speak about

there’s a bottom line. I'd definitely what a great boss he had been. ’'m not
counsel caution on this. We don’t want sure that strategy will work for us, but
to brag about being mean. Tough is that’s OK because no one wants a
fine, but you don’t want to attract blubbing banker anyway. But if you
enough attention to be dubbed Britain’s want to stick with LinkedIn we have to
Most Brutal Boss. I think the trick is to rethink this, maybe you're the tough
slowly transition from Pandemic You boss with a softer side — a cruel-to-be
towards Recession You. kind vibe but playing down the

‘We position the fossil fuel stuff as kindness. Do you have a rags-to-riches
concern about global energy security. back-story, an inspirational relative?
Keep stressing the commitment to your
long-term green goals even as you slide WhatsApp to Martink: Charterhouse
away from them (kind nft.hel..iz'l‘ru.‘m and Cambridge, OK. Let’s regroup in

). You are ge your September and renew our social
company “fit for the future”. Social licence. You wouldn’t be up for
licence is not about surface gestures. adopting a sea lion?
YOUR QUESTIONS FOR OUR EXPERT — AND READERS' ADVICE

Which
finance roles
offer a good
salary and a
social life?

This week’s problem

| am an econemics
undergraduate and
considering which direction
my career should take. 1am
inferested in finance but
don’t know which area
would be most suifable in
terms of the frade-off
between work and leisure.
How do | find real potential
for career progression and a
decent salary alongside fime
to follow my personal
inferests? Male, 20s

Jonathan’s answer

As you think about what
comes after your degree,
you are considering the
roles that might fit your
ambitions for a job while
matching this with your
skills and experience — and,
of course, what an
organisation will pay you to
do. It's good you're thinking
about this now. About half
of Russell Group university
finalists started their career
planning before going fo
university or in their first
year, with less than a quarter
leaving it o their final year,
according to the UK
Graduate Careers Survey by
High Fliers Research.

The same survey revealed
that the highest weighted
average score for finalists’
priorities for their first
graduate job was for “having
a good social life through
work”. This may be a
reaction fo the past fwo
years of interrupted
education in the pandemic
and is reflected in your
question where you seek a
trade-off between “work
and leisure™.

Nick Thomas, partner at
investment manager Baillie
Gifford, says this objective is
not limited fo current
undergraduates. “This is
what we are adapting fo
with all employees of that

thinking”,
and similar eooluglcally minded con-
cepts.

Pam Horton, manager of The Eden
Project’s leadership programmes,
admits that some participants can find
the experience uncomfortable, espe-
cially initially. “We have a lot of people
‘who come to us who haven’t ever really
just stopped and immersed themselves
innature [but] when they do, the effects
can be really massive,” says Horton.

Even so, for the hardened urbanite
unaccustomed to the outdoors, the idea
of acamp-out canstill feel daunting.

Aviva's Waygood is consequently cau-
tious about companies mandating
employees to participate, but his strong
advice remains that everyone should
give it a go. The only exception are the
out-and-out cynics. Not only will they
fail to get anything out of the experi-
ence, he suggests, “they’ll spoil it for
everyone else”.

the

of healthy career/life
balance. Location, flexibility,
commuting time, efc, are
now more in people’s minds.”
He adds that the firm is
trying fo make it more about
“quality of thought than
quantity of hours worked”.

There are many roles in
finance, from accountancy
to audit, from investment to
retail banking, from in-house
finance direcfor fo
independent wealth
managers, fo name a few.

and lofs of multi-indusfry
experience at a Big Four
firm, for example, and affer a
few years move in-house,
perhaps as finance director.

Thomas adds there is a
material difference in work-
life balance in the early
‘years in accountancy,
investment banking, and
assef management. This is
something for you fo
research.

From a hiring point of
view, Thomas finds the word
“leisure” jarring. While you
seek work/life balance, like
all recruiters, he regards
“commitment to and passion
about the job that graduates
are applying for as
essential”. Employers do
recognise that leisure time is
important but Thomas
advises being precise in use
«of language around this
‘fopic when applying.

Readers’ advice

Look at grad schemes for
trading at BP and shell.
Work hard fo impress and
learn everything on offer.
Become an expert In a niche
part of the market. After
five-10 years get a role at a
trading house. You will work
‘8am-6pm and get paid very
‘well. Cuckold Codswallop

If you are good af sales and
managing people, consider
Jjoining at investment house.
‘Good pay for those that
bring in the assets. Jo121

If your preference is work-
life balance then the
Government Economic
Service is worth pursuing.
That and the Bank of
England both look good on
acv for finance firms if you
decide to switch. #spoton

The next problem

| am a diplomat from a
‘western country. Due fo
personal circumstances
1 will leave government
service within the next two
three years. | have reached
«quite a high grade quickly,
but 1 am stumped about
‘where to go from here.
With no experience in the
private sector, how can |
repackage my skillsef into
something atfractive fo
.employers, and find a new
fulfilling and rewarding
‘career? Male, 30s

Jonathan Black Is director
of the Careers Service at

and experience will enable
you fo move between fthese
roles over time fo match and
support your responsibilities
and inferests. You may gain
an accountancy qualification

the of Oxford.
Every fortnight he answers
‘'your questions on personal
and career development
‘and working life. Do you
have a question for him?
Email: dearjonathan@ft.com

WORK & CAREERS

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F22&ts=20220821192604&uq=20220804 103507

13/20



2022/8/22 07:53

How the tech boss helped
his Ukrainian workforce
to leave the country as
threats from Russia
increased. By Emma Jacobs

t the start of the year, one

honeymooning Ukrainian

engineer received a call

from his employer. Would

he like to extend his hol-
iday in Turkey, all expenses paid? Yes.
Of course.

Such freebies were part of a strategy
by People.ai, a tech platform providing
data on sales and operations per-
formance. The aim was to persuade
its Ukrainian staff to leave their
country weeks before Vladimir Putin
announced Russia would deploy a
“special military operation” in Ukraine.
Many employees were sceptical and
scared, says Oleg Rogynskyy, the
founder and chief executive who grew
up in the central-eastern Ukrainian city
of Dnipro. The city is now strategically
important, located between the three
mainareas of fighting.

“We set up an incentive structure
[offering] free vacation,” he says. “Car-
rot, stick, you name it. We were pressur-
ing our employees —the [Russian] rhet-
oricwas escalating” Once a critical mass
left, he says, the rest followed: most of
his 42-strong Ukrainian workforce —
about a sixth of his staff — left by mid-
February.

It was a strategy 35-year-old Rogyn-
skyy had rehearsed with his own par-
ents. “They were kicking and scream-
ing, nobody was believing me that
something is going to happen.” so
instead of persuading them to flee, he
offered a trip to visit him in California,
where People.ai is based. His parents are
still there.

Rogynskyy isin London after meeting

Rogynskyy, who grew up speaking
Russian, helps co-ordinate tech contri-
butions from Silicon Valley to support
the campaign by Ukraine’s president

lod: Zelenskyy, who is from his

aclient. Hehad perience of hav-
ing a small team in Ukraine in 2014
when conflict broke out following Rus-
sia’s annexation of Crimea. It made him
develop a “gut feel of what it looks like
when the war is about to start”.

In November, as intelligence reported
Russian troops were deployed at the
border, he established a working group

“We set up an incentive
structure [offering]
free vacation. Carrot,
stick, you name it

with his chief technology and human
resources officers, and chief of staff who
used to be in the US military. The next
month, as Russia’s demands escalated,
including barring Ukraine from joining
Nato, Penp]e ai held daily meetings,
P! scenarios around an invasion.
“We weren’t sure how [the] EU [was]
going to react to a Ukrainian eecri-
sis,” says Rogynskyy. “We have an office
in Prague but we weren't sure if [it] was
going to have [an] open border with
Ukraine when millions of people are
arriving.”

Sothey set up outside of the Schengen
Zone, initially in Zagreb, and instructed
Ukrainian staff to ensure they and their
families had passports, US dollars and
paperwork, in preparation to leave the
country. Employees were sent screen-
shots of Google Maps showing the best
routes out. Costs relating to passports,
transport, mobile calls and housing
were paid by the company.

Financial and productivity risks, says
Rogynskyy, came with pushing staff to
leave, but there was “also a reputational
risk”. What if he disrupted employees’
lives for no reason? “Unfortunately,
those risks ended up being worth tak-
ing.” Most businesses with Ukrainian
staff, he says, “were completely caught
off guard”. Subsequently, he has dis-
tilled his experiences and shared best
practice with other companies.

His experience in 2014 had taught
him that in “the moment of doubt and
stress and danger your judgment might
be clouded by events” and that it was
important for the company to have a
strong culture and not depend day-to-
day on directions from the top.

A few employees have returned and
joined the war effort. People.ai engi-
neers, he says, were unofficial “beta
testers” of Starlink, Elon Musk’s satel-
lite-based internet service, providing
connection across parts of Ukraine.
“Our engineers have come up with
the field guide for using Starlink, [with]
ways to better camouflage these bright
white dishes.”

hometown. He is fully aware of the risks
his compatriots are taking. His best
friend, a single father who works as a
doctor, is on the frontline and has been
sending pictures.

Some Ukrainian employees feel guilty
about leaving Ukraine. He reasons that
they can join the war effort on full pay,
or “you can help us keep on going and
pay taxes and hire more Ukrainian folks
and help rebuild”. This is both prag-
matic and self-serving. The private
company’s latest round of funding last
‘year valued it at more than $1bn, mak-
ing it a tech “unicorn”, and it wants to
capitalise on the technological changes
in the working world wrought by the
pandemic.

Born to a modest middle-class family,
Rogynskyy’s father was an entrepre-
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Thad a gut feeling that a war
was going to start

Oleg Rogynskyy had some experience of having a small team in Ukraine in 2014 when conflict broke out following Russia’s annexation of Crimea — charie sobyrr
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unsuccessful) before going on towork in
sales for a technology company in Can-
ada. That experience made him realise
‘his peers failed to learn effectively from
“past mistakes”. Collecting data is “con-
sidered a chore”, he says, compared with
“wining and dining customers”. “But the
only way to improve is to understand
‘what you did in the past, what worked,
‘what didn’t, and how tomake it better.”

In 2011, he started Semantria, which
applied machine learning to the legal
industry. A few monthslater he fell from
abalcony when a railing cu]hpsed sux—
taining’
pitalisation for six months. He oomm—
ued working from his hospital bed.
Three years later, he sold the company
to Lexalytics, a US text analytics soft-
‘waregroup.

Combining his lessons from his first
salesjob and running a technology com-
pany, in 2016 he started People.ai,
applying machine learning to sales per-
formance. The way he explains it to

neur, but “never very ", while
his mother studied economics. “She
basically studied the [Soviet] system
that no longer existed after 1991, so she
ended up being a stay-at-home mom
and asmall business operator.”

In the last year of school he won a
competition to study in Broadstairs,
Kent, south-east England, encouraged
by his parents who wanted him to “geta
western education”, which he contin-
ued, studying political science at Boston
University. “They were very happy in
the beginning [whenIleft Ukraine]. But
then when I didn’t come back for 20
yearsthey werealittle bitlesshappy.”

Facebook (“my first experience with
truly viral technology”), originating
from nearby Harvard University,
inspired Rogynskyy to start his own
social media site (that ultimately was

Three
questions

‘Which leader do you most admire?
President Volodymyr Zelenskyy has
shown me what it means to be a frue
leader as he's navigated this crisis from
the front lines . ... nof from behind the
Kremlin walls as in others’ case.

Biggest business mistake?

I starfed my previous company,
Semantria, in too small a market
(sentiment analysis in the cloud),
which is very hard to correct later.
‘When launching a company, you can
find a way fo improve your feam and
product, but it's very hard fo pivof
away from the market you picked.

Productivity hack?

1 fly a lot for work and am religious
about preparing a plan of what | want
to accomplish on every flight.

is by comparing it to Money-

Collecting datais
‘considered a chore’,
compared with ‘wining
and dining customers’

‘ball, the application of data to baseball.
“Canyou bea professional sportsperson
‘without tracking and improving on your
performance? No. Well, you are an ath-
letein the business here, . . . [using] the
Al to understand your performance
[also] leads to you making more money
and the business beingmore efficient.”

At the onset of the pandemic, the
company laid off 30 people. They
started hiring again later, boosting the
‘workforce to 250. One area he managed
to save on was office rent. At the start
of 2020, he had been on the brink of
signing a new lease when his wife, an
infectious dlseases doctor, wamed him
about virus. it
from the office and saved a lot of
money.” It is proving hard to bring
‘workers back to their newly opened
office in San Francisco now. However,
changes in working patterns after the
pandemic have helped the company as
‘workers have become more comforta-
‘ble with technology.

“People are not afraid of [machine
learning. They] understand how it
‘works and how it’s going to benefit their
performance.”

Nonetheless, he admits that the war
after two years of a pandemic has taken
its toll. “There was a moment where I
came home and . . . I felt so helpless. I
sat down on my porch and, I don’t do
this often, but I couldn’t hold [back]
‘tears.” At that moment his best friend
called and ticked him off for self-indul-
gence. “That was helpful,” he reflects.
“Igotalot of motivation from that”
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ARTS

An orchestra is a perfect socie

Domingo Hindoyan, the new
leader of the Royal Liverpool
Philharmonic Orchestra, is
driven by his beliefin the
unifying power of music.
Hetalks to Richard Fairman

ince Dominge Hindoyan

arrived in Liverpool, he says

there has been only one diffi-

cult day. The date was May 28

and his problem was caused
not by musical issues — as one might
expect for a new chief conductor of the
Royal Liverpool Philharmonic Orches-
tra — but football. That was the night
‘when Liverpool lost to Real Madrid in
the Champions League final.

“I support Real Madrid,” says Hin-
doyan. “Everybody in the city knows it
‘because of that big match and 1did feel a
‘bit guilty at the time.” But he credits the
kindness of Scousers — as Liverpool’s
residents are known — for their not
makingan issue of it.

Beyond that, settling into Liverpool
life does not seem to have been a
problem. From 2006 to 2021, the
RLPO enjoyed 15 successful years
under Russian-British conductor Vasily
petrenko, a hard act to follow, but
since Hindoyan’s arrival last year, he
has promised to be an inspired choice
as SUCCessor.

He has plunged straight into the full
range of musical activities the city has to
offer. Alongside the main symphony
orchestra, he has not only conducted
the Liverpool Philharmonic Youth
Orchestra but also played in it himself.
Hindoyan is a violinist and sat alongside
agirl he ranked as a strong player. Was
she nervous? “Not at all,” Hindoyan
says, impressed.

He also mentions In Harmony Liver-
pool. Founded in 2009, this project
encourages children in deprived areas
of the city tolearn a musical instrument.
More than 2,500 young people have
taken part so far. “Thisis doingfantastic

work with the kids’ development,” says
Hindoyan. “I grew up a little bitin that
way myself and that is why I like to
getinvolved.”

In his early years, Hindoyan played
in the world’s two most politically
charged youth orchestras. Bornin Vene-
zuela, he had a direct route into El Sis-
tema, the country’s internationally
renowned scheme to bring music to the
young, tarnished in recent years by
accusations of sexual abuse. The sys-
tem’s flagship, the Simén Bolivar
Symphony Orchestra, has produced
star musicians such as conductors Gus-
tavo Dudamel, Rafael Payare and now
Hindoyan himself.

‘My aim is to build a city
on the stage’: conductor
and violinist Domingo
Hindoyan — chis Crstodouiou

From there, a chance meeting with
Daniel Barenboim led to him being
associated with Barenboim’s West-East-
ern Divan Orchestra. This was setup in
1999 to promote a peaceful dialogue in
the Middle East by bringing together
equal numbers of young Israeli and
Arab musicians as the basis of the
orchestra. Like El Sistema, it has

that becomes rich. That influences his
family in turn, as they see a young per-
son who is part of a peaceful commu-
nity. The music gets under the skin and
the kids become better disciplined and
find a passion for something.”

That, he says, is a benefit that can be
replicated anywhere. “I told the kids in
Liverpool: “You are moving the bow, you

spawned similar proj lsewhere and di
been a seedbed for the next generation
of international musicians.

Now, aged 42, Hindoyan is able to
look back on the value of these forma-
tive experiences. “Exporting the El Sis-

your score, youare watching
the cond —so many disciplines at

rushed from the Royal Albert Hall
to London’s Olympic stadium, where
he was one of the eight bearers of
the Olympic flag at the opening cere-
mony. “And afterwards he came back
and joined us at an Indian restaurant,”
adds Hindoyan.

“The conflict disappears inside that
orchestra. People who disagree on poli-
tics outside the orchestra agree on eve-
rythingin the music.”

It was his experience in these two
high-| prohle ynuth orchestras a.nd

thz.t steered Hmdomntawards acareer
as a conductor. Here was a mentor, he
says, who taught him to make connec-
tions between music and philosophy
and between music and its contexts
because “the magical moment of the
performance must be built on a deep
level of understanding”.

Thanks to Barenboim and his
Staatsoper Berlin, Hindoyan now
spends a lot of his workinglife in opera.
He is married to Bulgarian soprano

“You do not become
richer when you pick
up aviolin. Ttis the
young person’s soul that
becomes rich’

Sonya Yoncheva and upcoming opera
dates include a return to the Metropoli-
tan Opera in New York for a revival of
Puccini’s Tosca.

Opera also features in his plans for
Liverpool. Hindoyan is aiming for one
opera a year and this coming season,
which opens in September, has Puccini’s
Gianni Schicchi with Bryn Terfel. There
will also be concerts marking Vaughan

the same time, and that is enriching.”
Later, they may not necessarily work as
professional musicians, but perhaps
theywillhave other opportunitiesin the

tema outside Ja has
been a big success,” he says, “but it has
to be adapted for each country . -El
Sist istic may be

fui
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its impact in the deprived neighbour-
hoods, but in fact it is for everybody in
‘Venezuela, not only for the poor.”

The rewards of the programme
aren’t material but personal and social.
“You do not become richer day by day
when you pick up a violin,” says
Hindoyan. “It is the young person’s soul

music p or simply grow up to
be music-loversin the audience.”
Hindoyan qualified for Barenboim’s
‘West-Eastern Divan Orchestra because
his mother was born in Aleppo of a
Syrian-Armenian family and he spoke
Arabic at home with his grandmother.
His seven-year association there, from
2006 to 2013, included the Beethoven
symphony cycle at the BBC Proms in
2012. After conducting a performance
of the Ninth Symphony, Barenboim

Williams’s 150th ¥, EW com-
missions and a splash of Latin American
music, reflecting Hindoyan’s roots. A
special highlight will be a rare appear-
ance in the UK by Barenboim as con-
certo soloist, acoup for Liverpool.

“My aim is to build a city on the stage,
where the stage is a perfect example of
how the community should work,” he
says. “Igrew up that way and believe an
orchestra is a perfect society where we
all have to know when to play, when to
lead or follow in a positive way, and how
tolisten toeach other.”

Season opens on September 17,
liverpoolphil.com

The nuts and bolts of writing a novel

it yareones 490-p: Butifth
PODCASTS thatdraw’ hetraditionsof informationislacking, th
N fiction . . . ButeverythingthatIsaid andinsightinthe waythese
Fiona happened happened.” conversationsdemystify the creative
Inthe newestepisode, Orlk rocess, wril icularly
Stl.lI'gES hostingduti h kstothe l: od than I'dargue
Korean-Ameri thor MinJin Lee —atarti howandwhytheydo
abouther2017book Pachinko,a whattheydo.
multigenerational taleaboutaKorean Write-Offisaconsistently excellent
n2014, anewmusicpodcastcalled familylivingin Japanthatspans100 hterarypodcastmwhld\the Joumallst
Song Exploder hed,hosted  years. Their ion andaiticFr views
bythevelvet-voi ici d inthebook that justaboutt
producerHrishikesh Hirway. The m]sszmasma]ll(areanﬁshmgvﬂlage buttheirexperienceof failureand
format i ici inwhichl unja rejection. Guestshaveincluded Liane
would talktoHirway aboutaparticular encounters awealt.hyﬁshbmkera.ud Moriarty, Joanne Harris, Paula
songand break down the creative tand: itistobe Hawki d the Booker Pri
P behindit. Whatb low- bi dbyaman. Douglas! Stuart.A.ndt.he lllumlmtmg,
key seri p Aswith Song Exploder, the episod long-runni
with arti Bjork,  short—under20 nunubeseach_ Tlns spotlightontheliteraryworksofthepast
Janell dIggy Poplini meansth asitasksauth their
appearonit. Suchwasits suucessﬂlat, butitalsoleaveslittletimetofillusin favouritebooks.
twoye it dasaNetflix onsuchbasi It zfmra]l
TVseries. easlertodnlldnwnmtnaf“ Ite bookexplode deasts.apple.com;
Nowithasa diospin-off, Book pop hanitisa backlisted.fin
Expl’od'er mwhmh auﬂmmdjsmssnne of
theirb Author Susan
boltsofasingle passage Thehostis Orlean hosts
SusanOrlean, authorandstaffwriterat new podcast
The New Yorker. Butinthe opening ‘Book Exploder’
episode, sheistheinterviewee, whichis P it
onewayoflettingusknowsheis
qualified for thejob. Justthisonce,

Hirwayistheinterviewer, talkingto
Orleanabout The Library Book,her2019
accountofthe Los Angeles Public
Librarywhichcaughtfirein1986,and
specificallythe passageinwhich thefire
takeshold.
oOrleandiscussesherresearch, which
leanedheavilyonthefiredepartment’s
report, and her deliberate blurring of
non-fictionand fiction. Shenotes that
thebookis “100percentfactualbutthe
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FT BIG READ. COVID-19

After winning lucrative contracts during the pandemic the diagnostics company now wants to normalise
private health testing as preventive care. But some worry this will increase anxiety around illness.

By Hannah Kuchler

n a warehouse so vast it once

housed torpedoes during the sec-

ond world war, Randox marsh-

alled its troops of testers to detect

Covid-19 across the UK. Like wars,
pandemics spur innovation and the
Northern Irish diagnostics company
adapted quickly. Within weeks of the
outbreak, it created a test, rapidly
scaled up in a time of shortage by mak-
ing its own chemicals and machines,
and developed robots to get tests done
faster.

Along the way, Randox became one of
the so-called winners of the pandemic,
making a fortune and increasing its
brand recognition. While its work was
key in the country’s fight against Covid,
italso came under scrutiny for its links
to the UK government as concerns were
raised about the procurement process.

Now the need for testing is easing,
Randox intends to use the hundreds of
millions of pounds it made in the pan-
demic for a new purpose: giving people
control over their own health tests.

Peter Fitzgerald, a scientist, founded
the company 40 years ago, leading
Randox as it outgrew its original office
ina former chicken shed. The company
expanded to distribute its products for
testing for everything from diabetes to
infectious diseases in more than 145
countries, before investing in novel
diagnostics.

Unhappy with the UK’s approach to
testing, Fitzgerald long dreamt of trans-
forming healthcare by screening
asymptomatic people to identify latent
medical problems. Testing is essential,
he says, to understand what’s going on
inside the body.

While the second world war proved
the power of the public sector, making

The next test for Randox

the case for a national health service, ~Peter Fitzgerald  while also testing for private employers  excess profits. Fitzgerald felt that the  Team GB atthe Tokyo Olympicsand has for me to know [there is something
the pandemic pushed the government  founded Randox  including Facebook and Rolls-Royce,as  criticism from the press and politicians ~ partnered with reality TV stars such as wrong] than not know;” he says.
towards private providers for testing 40 years ago. well as travel testing for border entry ~ was unfair. “There were different Made in Chelsea’s Tristan Phipps whose The problem comes, he explains,
and extra hospital beds. As the NHS  Since then the requirements. factions, there was the public-private  Instagram shows him attending a clinic when they get an abnormal result and
struggles to clear a backlog, more company has The company moved fast: earlyon,it  thing. . . but we had no influence on  and exclaiming: “Health is wealth!” there are no clear next steps: “In an
patients are opting for private care — expanded to put in a three-month order for pipette  them. So all we did was . . . be better Thisis part of a broader push towards awful lot of disease that is detected,
and Randox hopes more people will  produce tests tips that are crucial for PCR testing.  thaneverybody else,” hesays preventive care, with companies trying there is no actual benefit and no reduc-
wanthelptospotearly signs of illness. for everything The size of the order was equivalent It was a situation with “no rulebook  to engage users in monitoring their tioninmortality”

Randox always had a planto expand  from diabetes to the world’s supply in a normal year.  togoto[and] noblueprint”,adds Camp-  health, from using Apple Watches to Heneghan also worries that market-
its health clinics. But it had far less  to infectious A National Audit Office report said  bell. “They were asking us to set up  detect cardiac conditions, to clinical ing from companies like Randox can
money to fund its ambitions, makinga  diseases and Randox also needed government help  something that’s never been set up trials of blood tests designed to capture induce anxiety. “We're coming out of the
lossof £12.5mn in the 18 monthsending ~ Covid-19. Right, to procure equipment. Randox said this ~ before,” he says. “I don’t know what due  the earliest signs of cancer. Covid pandemic that was all about fear,
in June 2020, and a profit of £3.5mnin  anadvert on was a temporary loan of unused PCR  diligence you do apart from looking at Randox says it is investing all of its and there’s a sense that you can play on
the period before that. After winning  the London equipment from universities. the organisation, meeting the people, pandemic profitsin research and devel- that,” he says.

22 government testing contracts total-  Underground Rival private labs felt disgruntled that ~ and having a belief that they have the  opment, infrastructure for diagnostics Randox denies this, saying it wants

ling £469mn, plus revenues from its  for Randox Randox wonnotjust theinitial contract,  passionto driveit through.” programmes, and its clinics. It is build- to enable people to lead healthier,

private Covid testing business, Randox ~ Covid testing but another one in October, when they “Healthis wealth’ inga 50,000 square foot research facility longerlives.

generated a pre-tax profit of £275mnin  services felt equally prepared to meet the chal- near its County Antrim headquarters, Others are concerned that opening
FT mantage:Charies

the year to June 2021.

lenge. Ultimately, the government

The latest stage of Randox’s expansion

and opening an mstmme in London’s

the door to private providers during the

McOuillan/ Drearmsfine:

politicians and rivals questioned 1 struck with 10 other private  can be seen in its bold adverti m\zmy Square, ialising in i = pandemic accelerated a transfer of
whether Randox had won Covid testing testing providers. across the London Und: d, pro- more healthcare funding to the private
contracts fairly, raising eyebrows at the Some in the NHS believe an opportu-  claiming that its test packages offer cus- ‘While the aim of businessis “to make sector. Allyson Pollock, a clinical profes-

company paying Owen Paterson, thena
Conservative MP, £100,000 a year asa
consultant. Randox was later cleared of

nity was missed to invest in the public
sector. Allan Wilson, who in 2020 was
president of the Institute for Biomedical

tomers the “power to extend your life”,
“One in five funerals that you go tois
unnecessary. That’s very striking,”

money”, Fitzgerald says, “it’s what you
use it for, what you do with it” that is
important.

sor of public health at Newcastle Uni-
versity who has written several books
on NHS privatisation, says the pan-

any wrongdoing. Science, the professional body for lab ~ Campbell says, citing UK figures on But tests alone cannot extend lives demic has been “very useful cover” for
The situation led to accusations that scientists, says contracts were awarded  avoidable mortality, defined by the the increasing power of private prov-
Randox from the i without consulting the NHS onhow it~ ONS as deaths from causes that can be iders. “We use a crisis to privatise and

something the company denies, arguing
that its testing supply was efficient and
cost-effective. Moving ownership of the
group offshore to an Isle of Man holding
company added further fuel to the
debate, though the company says the
process began in 2019 and both Randox
and Fitzgerald remain tax resident in
the UK.

Fitzgerald says he is “very happy”
with the company’s moral and ethical
decisions, and that Paterson played no
role in their winning contracts. “Some
people read below the headlines, and
our sales increased,” he says. “People
seemed to think, well they are suppos-
edly well-connected, they must be
allright”

would have scaled up testing. “What do
you do with these large labs that are no
longer required?” he asks. “The NHS
may have been able to utilise some of
those resources for NHS testing.”
Fitzgerald says the NHS is too frag-
mented to meet the demand and had to
focus on looking after Covid patients. “I
suspect [the Department of Health] did
the right thing to set labs up and engage
whatever private sectors could

prevented or treated with timely and
effective healthcare or public health
interventions.

From the early 2000s, Randox
invested about £450mn in developing
abiochip — the size of a piece of Lego —
which can rapidly process a range of
tests from a small blood sample. But
they found introducing new tests to Lhe
NE and ti

with doctors mndmg to stick to a small

respond,” he adds. “We did i
ourselves.”

The NAO found no evidence that the
contracts were awarded improperly and

slice of what coulddo—

and only testing people with symptoms.
“We felt like we would develop all

these fantastic tests that could save

lives,” Campbell says. “Yet they’re not
ineutilised”

smdtheulgmcydunngtheﬁrstwm of
the deit y to side-

step the normal tendering process.
But the House of Commons public

So the 1 hed its first

unless they lead to treatments — and
Randox admits that how to integrate its
health reports into the NHS is a daily

health clinic in 2008 and gambled on

ion. So far, it is mostly pri-
vateGPsand hospitals that will consider

outsource, and then carry on outsourc-
ing. It’s quite tragic,” she says.

While Randox currently provides
testing materials to NHS labs, it is not
doing any work on its behalf. But it is
likely to benefit from a trend of more
Britons paying for healthcare. A poll
from March by the Institute for Public
Policy Research, a progressive think-
tank, showed one in eight patients had
used a private practice as they struggled
to access the NHS during the pandemic,
and onein five had considered doing so.

Parth Patel, asenior research fellowat
IPPR and an NHS doctor, says neither
the government nor the two contenders
to be the next prime minister, Liz Truss
or Rishi Sunak, are talking enough
about the crisis in the NHS. “To some

Brewing storms acoounm commll:u:e which monitors  consumers paying for the information  the Randox reports. “Increasingly, the extent, [their] inaction is action,” he
It was Saturday January 26 2020, when ded that the UK The clinic — near their NHS is recognising it but itis still slow;” adds. “There isn’t an ideological opposi-
Fitzgerald says his son showed him a guvemment s “woefully inadequate headquamrsmNorﬂ]em Ireland —was  Fitzgerald says. tion to this two-tier system.

news report of the Chinese government record-keeping” meansitis “impossible  popular with the local ity buta q A “We basically privatised Covid testing
stepping up its response to the novel to have confidence” that the contracts second branch just 35milesaway, where ~ CT€EPINgpr through the pandemic instead of

coronavirus, The following day, Fitzger-
ald sent his scientists into the lab to
develop a test. Randox says Paterson

were won fairly. It also raised concerns
that the government did not do enough
to ensure Randox was not making

the Randox brand was unknown, did
notdoaswell.
Then in 2012, it opened in the City of

Critics are concerned that private test-
ing providers like Randox end up hurt-
ing, rather than helping, the health

expanding our own lab capacity,” he
says. “Companies made loads of money
out of it, when the NHS could have used
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asked the government [or a virus sam-
ple tocheck the test but, in the end, pro-
cured oneitself.

A couple of weeks later, Randox
emailed the health department to pitch
its new Covid diagnostic. Mark Camp-
bell, the company’s senior manager,
says it was unclear whether the govern-
ment would do all the testing itself or
enlist the help of private providers. “we
were just doing what we felt was right
given the circumstances,” headds.

‘When Randox signed its first contract
inMarch 2020, the NHS was conducting
about 5,000 PCR tests a day. By Septem-
ber, the company had scaled up to
150,000 a day. In total, Randox handled
17.5mn tests for the government —
detecting 1Imn patients with Covid —

16
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London, whnere Fitzgerald assumed the
“well heeled” would be likely customers
but realised they were content with
private healthcare benefits provided
by their employers. Instead, it was a hit
with “small business owners and build-

Service and eXacernatng Nequaltes n
the system.

The NHS doesn’t just look at whether
a particular test works, it examines
whether it leads to treatments and
delivers reliable results. 1t is also

ers, farmers, people who are
owners, people who have to be healthy
tosurvive,” hesays.

Now the company is aiming for 20
high street clinics by the end of the year,
with plans to open more in Europe, the
US and Australia. The clinics offer full
body health checks ranging from £199
for athletes to a £2,600 “signature”
package with 350 data points and a GP
consultation, aswell asfollow-ups.

Randox sponsors the Grand National,
horse race, handled the Covid testing for

FINANCIAL TIMES

ding testing, diagno-
stics centres in shopping centres and
stadiums but is firmly focused on people
with symptoms.

Carl Heneghan, director of the Uni-
versity of Oxford’s Centre for Evidence-
Based Medicine, says when screening —
Lesting the asymptomatic — there’s a

“very clear requirement for a high-
quality evidence base to show that the
benefits outweigh the harms”.

“Often people take tests with the sort
of belief system that surely it is better

1LTO Open even more A1agnostc centres.
That capacity should actually be part of
the NHS, whether the NHS is contract-
ingRandox to doitor not.”
Oneof the drivers of Randox’s success
is the freedom to spend its resources as
itlikes. Asa private company, itis under
no pressure to justify its spending, says
Fitzgerald, and when Covid broke out, it
already had skilled technologists who
could create systems to deliver test
results online and automate the labs.
Fitzgerald is not sure of the level of
future demand for health tests but
he is unlikely to give up. “We think
it’s a growing market but we don’t
truly know,” he says. “It will gather
momentum . . . but it might take a

weebitof pushing”
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Asset managers have a self-interest in cryptos future

Established institutions can
give a layer of security to a
largely unregulated market

While cryptocurrencies were falling,
established asset managers such as
Abrdn, Charles Schwab and BlackRock
were hard at work looking to secure a
foothold in the market. Not by investing
directly in volatile cryptocurrencies,
mind. Abrdn, the UK investment group,
recently bought a stake in digital assets
exchange Archax. BlackRock is opening
direct access for clients to erypto
exchange Coinbase. Schwab has

pension fund manager, has written
off what it conceded was a premature
investment in bankrupt crypto lending
platform Celsius Network.

BlackRock’s chief executive Larry
Fink was an early bitcoin critic, opening
him to charges of, atbest, inconsistency.
But when he was sniping at bitcoin in
2017, crypto’s foundations were more
fragile than now. It is hardly surprising
that companies such as BlackRock,
which is also developing a spot bitcoin
trust for institutional clients, should
look to cater to new groups of investors.

Asset managers need to be open to
multiple futures of finance. Cryptocur-
rency could becnme a legmmate way of

launched a crypto-linked exch
traded fund.

Sceptics will say asset managers are
scrambling to exploit an immature,
speculative market, when unwary cus-
tomers betting on cryptocurrencies are
still vulnerable to hype or even fraud.

hedging investors’ portfo-
lios, like other alternative assets such as
‘wine or gold. It could still pay to have
some exposure. But whether or not
cryptocurrencies recover their earlier
levels, the history of markets suggests
‘that something useful usually remains

'Underlining the risks, Caisse de dépét et
placement du Québec, a big Canarllan

after
By investing in the market’s super-

structure now, asset managers can also
prepare for the possible advent of cen-
tral bank digital currencies, which offer
some of the promised upside of crypto
with the security of backing from cen-
tral banks. They are improving their
understanding of the underlying tech-
nology, such as blockchain. And they
may put themselves in a position to hire
innovative and fintech-adept young
staff made redundant by shrinking
crypto companies. In other words, it is
perfectly possible to embrace the tech-
nology, entrepreneurial spirit and inno-
vation of crypto while remaining at
arm’s length from the asset class tself.
Asfor ordinary investors, the growing
ties between high finance and crypto
seem a step away from digital curren-
cies’ origins as a tool for tearing down
the establishment. But at least by filter-
ing their investment through orthodox
institutions, they limit their exposureto
theft and fraud. Even so, cryptocurren-
cies are still broadly unsupervised, hold
the potential to contribute to wider

market instability and are a risky home
for the savings of retail investors used to
more solid regulatory protection.

The obvious solution is to putin place
firm guardrails, as this newspaper has
repeatedly suggested. Unfortunately,
different agencies and countries have
divergent attitudes. Financial entrepre-
neursand innovators will naturally seek
to exploit such differences. For exam-
ple, crypto companies are lobbying to
ensure cryptocurrencies are regulated
by the Commodity Futures Trading
Commission, which regulates deriva-
tives, rather than the more hawkish
Securities and Exchange Commission.

Inwhat remains a buyer-beware mar-
ket, asset managers’ involvement pro-
vides a thinlayer of additional security.
Their interest could bolster surviving
crypto companies that wish to win
access to institutional clients. But with
asset managers’ power comes a respon-
sibility to help the crypto market grow
up, and to help protect more vulnerable
investorswhileit does.

Intellectual property

Parody takes

turn for big name brands

Maria Horgueta
Leo +
Lewis

W
ALV
ometime during the depths

of the pandemic, when the

legal nuances of parody,

patent approval and pro-

vocative pink sploshes were
generally beyond public attention,
the name CUGGL — pronounced
“kyuguru” — was quietly registered as.
atrademark in Japan.

Cover the lower half of the name,
and you can probably see why Gucci,
the Florentine fashion house and
voracious global litigant, might be
hopping mad that the application has
succeeded. Less obvious, though, is
that the Japanese government might
notch thisupasa policy success.

The dispute — along with the
broader debate over parody and pla-
giarism that it raises but doesn’t quite
answer — centres on a somewhat mys-
terious figure who appears on numer-
ous trade mark applications as
Nobuaki Kurokawa. He is, apparently,
the owner of an Osaka-based business

selling shirts bearing take-offs of
famous brands. Among his richer
seams of creativity is tweaking the
Puma mark into other animal names
such as pug, labra(dor) and

namalranian) Chirts marerine thaca
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Here’s a simpler way to explain US labour data

There have been a number of articles
in the FT professing amazement at
unemployment numbers in the US
going down not up as the Federal
Reserve tightens interest rates (Report,
August 5). There have been a number

‘We have the record quarterly profits
of a number of businesses that tell us
that has happened. In such
circumstances you hire more people if
you need to, in order to produce more
profitable goods.

reassert its influence on end goods”

prices? This appears to be the

experiment the Fed is conducting.
Tariffs, trade wars with China

and boycotts all work to diminish

competition on prices. Higher interest

But in a decision reached
last month, the JPO did not find a
sufficient visual, phonetic or concep-
tual resemblance between CUGGL
and Gucci to say consumers would
imagine they were buying a Gucci
product.

Kurokawa may yet face trouble.
While IP lawyers say they cannot

ber atime when Jap:
panies (such as Suntory, Nissan and
Honda whose brands are often paro-
died) have bothered to take cases to
court, foreign giants aregeneral]y less

to assert that “too little accountability
for unelected officials is unhealthy ina
democracy” (Opinion, August 17).

Itis a point that has deeper
resonance across the body politic,
including notably the civil service,
‘wherein a self-important technocracy
seems to have taken undue hold,
leading to the corrosive sense that
there is a permanent underlying
government whose machinations are
unaccountable to the electorate.

As to the central bank, he is right too
‘that its mandate needs to be redefined.

permissive. It is easy to imagin

filinga trademark infringement claim
against Kurokawa over the shirts with
the pink stripe, despite having lost
round one.

Masaki Mikami, an IP lawyer, said
Gucci's frustration with what it sees as
the unpredictability of the JPO may
feel superficially reasonable.
Kurokawa, after all, had an applica-
tion blocked by the JPO only a few
months ago when Lacoste stepped in
to prevent him registering the mark
OCOSITE, which featured an inverted
crocodile.

But the JPO, admit lawyers whose
clients fume over its judgments, is not
inconsistent or illogical. It just takes a
firmer line than counterparts on the
likelihood of consumer confusion and
tends to decide that people are
smarter than the parody-allergic big
brands would like.

Crucially, all this all finds the JPO
nearly a decade into its much wider
mission of becoming the global gold
standard of patent offices. That was

tha tacl Taman cat far i in 2014

The 2 per cent inflation
‘target itself does not represent price
stability, but instead a commitment to
price level escalation that has done
multifarious forms of damage by way

Henry A Lytmn as First Lord
1878 production of ‘HMS Pinafore’

of unheallﬂlﬂyéow hoﬂgrst rtesovera | Ajr pollution also has an
rolor eri . .

 Gless critique might also lavenaed | iMpact on a hotter climate

‘that the bank an Europe’s recent h it

model related to Phillips curve theory is unsurprising that the US is also

that is fundamentally unsound, rooted | facing dangerous temperatures in the

in Keynesian demand management coming decades (Report, August 16).

‘that was so demonstrably exposed in
‘the 1970s (now very much back in
evidence). We have frankly known this
stuff for nearly 50 years.

Indeed, in a nutshell, there is no
merit whatsoever in the institution’s
independence, wielding such power as
it does, if its ideas are basically wrong.
Andrew Shouler
Grays, Essex, UK

Infrastructure commission

boss won't shirk his role
We share much of Lord Adonis’s

annhsic (Fahnrt_tarm nalitine hakhlac

However, amid all of the attention
focused on our changing climate, one
major factor is being ignored —
simultaneously rising air pollution.

Some particulates, like black carbon,
have a direct impact on raising the
temperature of our planet. In turn,
warmer air can increase levels of other
pollutants. As a result, we find
ourselves stuck in a vicious circle.

A better understanding of air quality
is critical. By monitoring air pollution
at alocal level, we can build a
worldwide bank of data to highlight
pollution hotspots and help

mrvmsmants ta actahlich affastis

of statistical explanations offered Pricing power has been neglected as rates will make it harder to take risks
‘which imply that businesses don’t a cause of inflation. Yet iesdo | withnew that might
0 understand what they are doing. exist. Once material supply shortages reduce costs.
| A simpler way to look at this is that are eliminated, prices will continue to How monopolies with pricing power
if a business has wised up to the fact be sticky on end goods even as basic behave in such circumstances deserves
L ‘that it can take advantage of supply material commodity prices to more investigation from the financial
L/ disruptions in a market where it has businesses follow increased supply. press.
P pricing power to raise prices and make Is there a level of recessionary Paul Fiondella
B /) more profits, why wouldn’t it? demand that will allow competitionto | New York, NY, US
‘Worry about BoE's ideas, Tokyo drinks promotion is
simi].a.rjty with its own brand and the Nl
not its independence not small beer for brewers
The registration, said Gum 5 ]awyers, Regarding the Bank of England’s The alcohol promotion project of the
was sought with ici ility in allowing very high Japanese tax agency, described in the
tofreerid dwilland inflation, Chris Giles is absolutely right article by Leo Lewis and Kana Inagaki,

is misguided (“Japan’s latest advice on
aloohol to its younger generation:
please drink more”, Report, August 18).

Japan’s current tax rates for alcohol
products are an obstacle to fair
competition. The tax on beer is set high
relative to its alcohol content. On the
other hand, tax on wine, which is
supposed to be a luxury product, is
roughly a sixth of that on beer and
‘whisky is a quarter.

This has a historical explanation. In
the past, whisky and brandy were
taxed at a higher rate. But a trade
dispute with the west in the 1980s led
to a complaint filed under the General
Agreement on Tariffs and Trade
resulting in all spirits being taxed at the
same rate, regardless of alcohol
content, thus ending the differential in
tax rates for whisky and Japans
popular distilled beverage shochu. But
it still left brewers facing higher taxes
than other drinks makers.

The efforts of brewers to circumvent
this resulted in the creation of a strange
product, now known as happoshu, with
areduced malt content. However, this
will be standardised to the same tax

‘Good loans’ scheme can
cut out zombie businesses

The FT’s coverage of the British
Business Bank audit into the Future
Fund investments (“UK’s government
investment fund largely backed
‘zombie businesses™, Report, August 8)
highlights a critical issue faced by small
and medium-sized enterprises today,
and something that lenders and
investors are growing increasingly
wary of.

It is unfortunately true that there are
many businesses in the UK that are
simply looking to access funding to
reduce their debt burden, with no
growth prospects — thus creating
zombie-like businesses. This Covid
legacy has been exacerbated further
by the worsening economic and
geopolitical situation. However, we
must acknowledge that supporting all
businesses indiscriminately will drain
away vital funding from companies
that will drive the economic growth
moving forward.

While it is critical that we continue
to support entrepreneurship and
enterprise, it is inevitable that private
and public credit providers will need to
be more selective moving forward in
assessing which companies have
realistic growth prospects versus those
that are destined to fall off a loan
default cliff.

A permanent “good loans™
government scheme with more
stringent lending criteria would go a
long way to channelling the funds to
support these companies at this critical
juncture for the UK economy.

Douglas Grant

Chief Executive, Manx Financial Group
Managing Director, Conister Bank
Douglas, Isle of Man

Ethics of animal testing
cannot just be ignored

Iam pleased to see the FT bringing
the important matter of animal testing
to the forefront of mainstream news.
The article entitled “A world without
animal testing” (Big Read, August 15)
describes an extremely important

rate as real beer by 2026. aspect of animal testing currently
Japanese people cannot afford real implemented in the process of drug

beer because itist: ssomething which

they have to put up with beer- l:ke campaigners sometimes refer to as

drinks. Reducing the tax on low- “animal sacrifice”.

alcohol beer would be a more positive While progress is certainly being

step from both a sales promotion and
health perspective. A fair taxation
system should be prioritised rather
than a rash campaign.

Takeo Tamashiro

Tokyo, Japan

made, your article still misses the mark
somewhat by avoiding the ethics of this
issue. From a pharmaceutical
perspective, one cannot allow oneself
to remain ignorant of what is going on
in the belief that it is justified because

i e manacenwrin sasling mrac far
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pusscysausan;. (ORI
motifs sell on h]s welsslte for between
$12.and $25.

The range of brands Ku:ukawas

ipany has mocki

— from Adlrlas Lacoste and Nike to
Prada and Balenciaga — offer aclue to
how regularly intellectual property
lawyers find themselves locking
horns with Kurokawa on behalf of
some very heavyweight international
clients. One lawyer, who has both
won and lost tussles with this foe on
behalf of one of the world’s biggest
sports brands, describes himself as
“pretty certain”, but not 100 per cent
sure, that Kurokawa (whom the FT
was unabletoreach) is areal person.

But during the pandemic,
Kurokawa’s ingenuity took a new
direction. He registered the appar-
ently harmless names CUGGL and
GUANFI as trademarks with the
Japan Patent Office, but redacted the
bottom half of the words with stripes
of bright pink when the names were
reproducedonshirts.

In the case of CUGGL, Gucci
attempted to block Kurokawa’s reg-
istration of the mark, arguing the

Monday 22 August 2022

G tasn japau se sus suam susE
when the government of the time
realised that the country, in both
public and private sectors, was a dis-
mal and sleepy steward of its own
IP. When it came to IP management
in the small and venture capital com-
panies where that should matter
most, it said, the problem was espe-
ciallydire.

Japan’s industrial competitiveness
required a first-class patent office, the
gnvemmenl argued. That now looks

uge prescience in an era where IP
rigns and protection lie at the heart of
rising trade friction and economic
security concerns. success, it said,
would depend on establishing the
world’s fastest, highest quality patent
examinations.

Eightyears later, the JPO claims that
it has achieved this goal. Among the
world’s five biggest patent offices
(including the US, Korea, China and
Europe), it runs the fastest examina-
tions. It has done this, in part, by
accepting that, sometimes, the public
isnot confused by parody.

leolewis@ft.com
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UK infrastructure projects”, Opinion,
‘August 16) on the need for a long-term
approach to infrastructure planning.
But that doesn't avoid the need to
make hard choices about which
economic infrastructure plans to
prioritise, and being realistic about
how they can be funded.

1t’s not the job of the National
Infrastructure Commission, which 1
head, to promote every major
infrastructure scheme — our role is to
provide expert advice to government
on robust infrastructure strategy that
stands the test of time.

As the past few weeks have shown,
‘the challenge for infrastructure policy
is both to define long-term goals — like
‘the commission’s recommendations to
improve drought resilience by tackling
leaks, reducing water demand and
‘building new supply — but also to
ensure meaningful near-term progress
towards them.

‘We make no apology for pushing
government to do both.

James Heath
Chief Executive, National Infrastructure
Commission, London EC4, UK

U L o LT
policies to improve air quality.

Not only will this contribute to the
wider fight against climate change, but
it will also play a vital role in protecting
public health. Your article has
spotlighted the dangerous impact of
heat on human wellbeing — we
shouldn’t forget that poor air quality is
also lethal. Understanding the link
between the two will have benefits not
just for the planet, but for humankind.
Claudio Parrinello
Founder and Chief Executive, PlanetWatch
Saint-Genis-Pouilly, France

Utilities investors could
donate their dividends

Claer Barrett’s opinion piece on the UK
cost of living crisis (August 13)
encourages those who can to donate
their £400 energy rebate to the
frontline work of fuel poverty charities.
Perhaps shareholders in energy and
water companies could be similarly
encouraged to donate some of their
dividends in the same direction?

Dee O’Connell

Lewes, East Sussex, UK

* FINANCIAL TIMES

Is the real issue that male
athletes are too well paid?

1appreciate your concern for women’s
sport and the level of compensation,
‘but one might wonder if the real
problem is that male athletes get paid
too much (“What next for Bmmey

20 aa s Ea AR CuaE 2E

disease. Even if companies are abiding
by the regulatory standards, they
cannot ignore the harm they do to
animals. This is a question of ethics.
This is not to forget that there isa
huge financial burden imposed by
using imperfect models for animal
testing, which can close down entire

Griner and women’s sport?”,
August 13).

1 cannot list the present-day
advertisers, and T know ad revenues do
not accrue to the sports stars directly.
But I suspect that every time I buy a
soft drink;, use a rental car, go on a trip,
etc part of my outlay pays part of the
salary of these male athletes, evenifI
have not watched them play.

‘We know people pay too much for
medications. Perhaps the same is true
for sports and other forms of
entertainment.

It would be interesting to explore the
advertising budgets of all the different
media out there today . . . and how
much the non-watching consumer pays
towards it.

Elizabeth Nolan
«Coronado, CA, US

sandra Paulina Smieszelc
Head of Genetics, Vanda Pharmaceuticals
Washington, DC, US

Truss channels Thatcher
and Gilbert and Sullivan

In her apt epitome of the current Tory
leadership race, your correspondent Jo
Jacobius should not have stopped short
in quoting the First Lord’s song in HMS
Pingfore at the line, “I never thought of
thinking for myself at all”.

The next line surely captures the
true essence of the Truss campaign: “I
thought so little, they rewarded me /
By making me the Ruler of the Queen's
Navee” (Letters, August 18).

Peter Jay
Woodstock, Oxfordshire, UK

Opinion

Terrorism fused with great power conflict may be west’s next challenge

Raffaello
Pantucci

errorism is the past and the

future is great power con-

flict. In a moment of nearly

perfect public narrative,

the death of al-Qaeda
leader Ayman al-Zawahiri was almost
entirely overshadowed by the visit of US
House Speaker Nancy Pelosi to Taiwan.
Yet the riskis that we miss how the two
problems can become entangled and
'make each oneworse.

As national security agencies turn
their focus to states, they will inevitably
deprioritise terrorist threats. Yet the
shiftis unlikely to be as tidy as this sug-
gests. Even more worrying than the risk
of paying less attention to terrorist
groups is the potential for the two
threats to interact with each other. Ina
worst-case scenario, great power con-
flict might makeglobal terrorism worse.

The use by states of terrorist groups as.

proxies is not new. Iran has along his-
tory in this regard. Hizbollah in Leba-
non is the largest of numerous proxies
that Iran has used to attack its adversar-
ies. In recent years, Tehran has become
more overt about using terrorist tactics
directly itself.

In July 2018, an Iranian diplomat was
arrestedeermanyalmgmde lpalr of
Iranians in Belgium for pl to

fered the blowback as aresult. Further-
more, all these powers see supposedly
all-powerful western intelligence agen-
cies lurking behind various networks
and plots that they perceive as threats.
The second risk comes from how the
‘war on terrorism has been pursued
around the world. As the west grows
frustrated with longstanding counter-

bomb a high-profile dissident rally in
Paris. Rudy Giuliani, Donald Trump’s
former lawyer, and several British MPs
were due to attend the event. This
month, the US Department of Justice
charged a member of Iran’s elite Revolu-
tionary Guards with directing agents in
the US to murder John Bolton, Trump’s
national security adviser.

Tehranmay be the most blatant about
it, but it is not the only power to use such
groups or engage in such plots. Mos-
cow’s hand can be seen behind some
extreme-right terrorist networks in
Europe. India detects Chinese intelli-
gence playing in the shadows of some of
its domestic conflicts. India and Paki-
stan have honed the art of manipulating
such groups against each other, and suf-

terrorism in distant places,

resources have been pulled back or
‘withheld. Clearly, some capability is
retained, but in certain places a vacuum
has emerged and Russia has frequently
filled it. Private security group Wagner
has stepped in to bolster local autheri-
tiesand launch offensives inthe name of
counter-terrorism. It is questionable
how much thishelps. It often appears as
though these campaigns exacerbate the

underlying anger that creates the ter-
roristgroups inthe first place.

Mali is the most obvious example,
with the situation escalating to the point
that the country’s government is now
accusing France — a previous leader in
providing counter-terrorism support —
of working with jihadis. At the same
time, Wagner is celebrated in the streets
of Bamako, the capital. But Wagner
forces have also been deployed in the
Central African Republic, Libya and
Mozambique, all places suffering from
terrorism that the west has failed to
address oris not focusing on.

According to one view, itis a relief to
have someone else deal with such prob-
lems. But the risk is that they are only
making the situation worse, or thatthey
may try to manipulate groups on the
ground to their own ends, with little
regard for any backlash that might
strike the west. Or, this could be their
intention.

The otherside to this shift in attention
is that taking pressure off terrorist
groups may end up with no one focusing
on them. We do not really know
whether the reason we are now seeing a

lowered terrorist threat is because the
threat has gone down or because of the
pressure that wason it.

The exact nature of how threat and
response play off against each other is
poorly understood. But just because we
have stopped worrying about a problem
does not mean it no longer exists. It is
hard to say with confidence that any of
the underlying issues that spawned the
international terrorist threat have been
resolved. Some analysts think they have
ErOWn Worse.

Twenty years of conflict have changed
the international terrorist threat that
‘we face. But it has not gone away, and in
anightmarish twist it may start to fuse
with the great power conflict we find
ourselves locked into. The world hasa
habit of throwing multiple problems at
us. In a growing world of threat, disin-
formation, proxies and opacity, terrorist
groups offer a perfect tool. The west
may one day rue the fact that it no
longer has the relative clarity of the
early years of the war onterror.

Government can
do more about
energy prices
than industry

Alistair
Phillips-Davies

astforward to the early 2030s,
and I believe that the UK will
have solved virtually all the
big energy problems it is cur-
rently facing. By then, we will
have an abundance of cheap offshore
wind generated in Britain and will have
built the network superhighways to
transport it to areas of demand.

The UK will be able to balance the sys-
tem with zero-carbon hydrogen,
carbon-abated technologies and flexible
sources of storage. We will have
reformed our energy markets and suc-

The writer is senior fellow at the S Rajarat-
School of jonal Studi

US consumers
worry but carry
on spending

Andrew
Edgecliffe-

Johnson . i h

almart’s top executives
had tolaugh asthey pre-
pared to discuss their
latest earnings with
analysts, chief execu-
tive Doug McMillon admitted last week.
The conflicting anecdotes the US
retailer was about to share about con-
sumer demand — back to school back-
packs flying offthe shelv asithad

consumers are more gloomy now
than they were during the worst of the
Covid-19 pandemic, the global financial
crisis or any other moment since the
series began in 1952. Other surveys
support this trend, with McKinsey
finding twice the number of economic
pessimistsin Julyas in March.

Yet this pessimism is not showing up
in the sales story being told by Walmart
and its rivals. For all the evidence that
high petrol and grocery prices are
squeezing those with the tightest budg-
ets, or that pandemic-weary Americans
now prize holidays over home goods,
the retailers’ figures suggest that spend-
ing remainsstriki robust.

Given all that has been thrown at
them, including rising mortgage rates,

to slash prices to clear excess stock and
its poorest customers traded down from
beefto beans —seemed like a Rorschach
test of economicinterpretations.

But if the company that sells more
goods to more Americans than any
other is struggling to interpret the con-
sumer mood, spare a thought for those
parsing such snippets for clues as to
whether or not inflation is tipping the
USinto arecession.

Consumer confidence surveys, usu-
ally areliabl of adh i

Home Depot’s customers have been

“incredibly resilient”, the DIY chain
remarked as it reported record sales.
“Rather than seeing [them] trade down,
in many cases, we are seeing the oppo-
site,” noted Lowe’s, its rival.

Even Target, which has been plagued
by inventory troubles, is still producing
sales growth. The industry leaders are
notalone: US retail sales rose more than
expected in July, once fuel and car pur-
chases were stripped out. Americans

ingless for their dollars, but they

warning
on which way spending is heading,
could not paint a much more dire pic-
ture of the outlook as the Federal
Reserve scrambles to tame rising prices.
The University of Michigan’s index of
consumer sentiment hit a record low in

arestill spending them.

That shopping basket-half-full mes-
sage has been echoed by executives
from Visa and Mastercard to General
Motors and Starbucks this earnings sea-
son. “Consumer sentimentisall over the

SN\

Inflation, it seems, has severely
affected consumers’ morale but has yet
to affect their actual buying behaviour
‘to anythinglike the same extent. “While
consumer sentiment is now firmly in
recession territory, consumers are not
following through on their feelings,” Jef-
feries economists Aneta Markowska
and Thomas Simons wrote last weel.

Greg Daco, the chief economist at
EY-Parthenon, says that had he seen
such weak confidence in the past, he
‘would expect a 10-15 per cent drop in
spending. More than ever before, he
concludes, we need to watch what con-
sumers do, not what they say.

But why should sentiment have
‘become a less reliable guide to spend-
ing? The clearest exp].a.nauon is what
John Leer, chief.

Morning Consult, calls an unprec-
edented divergence between inflation
and unemployment. Even as small bus-
iness optimism scrapes recession-like
levels, unemployment remains near
record lows.

The stimulus payments which helped
employers keep staff on also allowed
consumers to shore up their savings. US
households have twice as much cash to
hand as they did at the end of 2019,
McKinseynoted.

Not all households, of course. Break
«down the headline figures and you find,
unsurprisingly, that sentiment has
fallen the furthest among the beef-to-
beans income group. Older Americans,
who have suffered the worstin the pan-
demlc and know what inflation can do.

faster to bad news than good. Evennon-
drivers quickly registered the sudden
increase in petrol costs after Russia
invaded Ukraine, for example, while the
slow return to pre-invasion prices has
not quelled their concerns.

That suggests that even if policy-
makers can tame inflation it may not
produce the swift boost to consumers”
mood that many companies — and the
Biden administration — hope for. It is
also a reminder that consumer confi-

not dfroi shock
qucmd 19 before it was tested again by
thesteepest inflation in decades.

It is becoming clear that the back-
to-back blows of the pandemic and
inflation have dealt a lashng blow to

cessfully led the cost of homeg-
rown technologies such as wind and
solar from the international gas price.
Energy will be affordable, supply will be
secure and we’ll be well on the way to
netzero.

The destination is clear, but the
journey — thanks largely to Russia’s
invasion of Ukraine — will unfort-
unately not be smooth.

The challenge facing the next prime
minister requires a twin-track response:
first, ensuring household bills remain
affordable in the near term given pre-
dicted price rises and widespread con-
cern over how people will manage this
winter. Second, figuring out how to get
to cheaper, more secure, homegrown
energy even faster. The energy industry
and government must work together on
both parts of this equation.

Government can smooth energy costs
for households beyond what industry
can do alone. It could artificially keep
prices down for a period, providing pay-
ments to suppliers to bridge the gap
between this capped price and costs.

Rather than being a handout, this is
essentially a mortgage, secured against
the cheap future energy system I've
described. As with Covid emergency
support, it would rely on relatively
cheap government borrowing, but with
aplan to pay down this debt as we com-
plete our energy transition and prices
fall. 1 am sure the retailers will step up
and help make this solution work —
indeed many havebeen calling forit.

Asone of the UK's largest investors in
low-carbon electricity infrastructure,
SSE is focused on delivering the long-
term solutions to today’s problems.
However, short-term measures are
needed too, and we are exploring with
guvernment hnw we can help smooth

h

Americans’ Yet

P

proportionately p

Polls shuw that Republicans, whose
views of the economy were far rosier
than Democrats’ through the Trump
era, now see a dramatically darker out-
look, and vice versa. And if the country’s
Dartisan divides are souring the mood.

pl and high savings
levels point to US consumers’ spending
remaining more robust than the
surveys capturing their anxious mood
would imply. Even so, there are other
reasons to worry about a less confident
America.

costsfork

One idea is a voluntary scheme
through which generators of non-
flexible, low-carbon power such as wind
and nuclear could sign up for contracts
to deliver at a fixed price any power they
haven'’t already “hedged” or sold into
the market ahead of time. This fixed

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F22&ts=20220821192604&uq=20220804 103507
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Juneas inflation topped 9 per cent. Even
after a slight rally, it still suggests that

map . . . But we have so much excess
demand,” observed Tesla’s Elon Musk.
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extent as inflation

soare geopolitical headlines.
Consumers, Leer notes, respond

com

prlce wuuld be far lower than current

Muriel
Pénicaud

rying rivers, burning for-

ests, record temperatures —

this summer has offered

multiple reminders of the

sheer scale of the planetary
climate crisis. People are suffering and
calling foraction.

Unfortunately, most governments
around the world have been trying to
deal with this global warming catastro-
phe with short-term measures. But
treating the symptoms is not enough.
The long-term approach needs to
change as this crisis will intensify.

This is not an unexpected emergency.
As early as 1972, the first report quhe

Now is not the time to abandon climate transparency

warning which came 50 years ago! The
trends predicted back then are now
making theirimpact felt.

For more than 30 years, the annual
reports of the Intergovernmental Panel
on Climate Change have alerted us to
the acceleration of global warming and
the dramatic ecological, social and eco-
nomic threats it poses, including the

other words, how to reconcile ecologi-
cal, economic, social and political time
horizons, which differ greatly?

There are many questions to answer.
How can we build a bridge between the
short-term interests of finance and the
long-terminterests of the environment?
How and at what pace can we transfer
anenergy mnclel which built the wealth
of d

destruction of bi and the deg-
radation of the oceans. The risk of
warming is exponential. However, we
canstill act to mitigate and adapt.

The Paris Agreement of 2015 and sub-
sequent UN climate conferences led
states to make strong commitments.
But are a warning system and political
commitment enough?

Obviously not — because we are fail-
ing to measure the effectiveness of pub-
lic policies in this area, which limits
their impact and improvement. We
mustact more eﬂimently

Club of Rome showed that

, according to the current model,
would lead to a sharp drop in the global
population by 2100 due to pollution,
scarcity of energy resources and the
impoverishment of arable lands. A

Th ‘warming poses
a challenge to gnvemrnents of unprece-
dented scale and difficulty, as well as to
the global economy. Mark Carney,
former governor of the Bank of England,
has called it the “tragedy of horizon”. In

d countries, without reduc-

ingthe qlll].ltY and standard of living?
We are failing to measure
the effectiveness of public
policies in this area, which

limits their impact

How to manage this transformation
‘without the highest price being paid by
the poorest, when access to energy (for
transport, housing, heating, travel) will
‘be more expensive? How to anticipate
the challenge of skills and mobility
‘when hundreds of millions of jobs will
change either their nature or location?
How to “upskill” and reskill oil or coal

workers to be maintenance technicians
innuclear orrenewable energies?

InMay 2021, after a proposal from the
French government, the OECD estab-
lished a programme to measure and
benchmark the effectiveness of public
policies in the fight against global warm-
ing. The International Programme for
Action on Climate (IPAC) is designed to
support the efforts of countries to
achieve the goals of the Paris Agree-
ment. Drawing on a “wealth of interna-
tional climate-related data”, the IPAC
assesses national and international poli-
cies aimed at achieving net zero green-
house gas emissions by 2050, providing
recommendations and sharing best
practices.

As France’s permanent representa-
tive to the OECD, I had the chance to
support and negotiate this project with
the 37 other member states. We insisted
that economic and social indicators be
integrated into the IPAC, as the interac-
tion between the different factors will
determine whether the policies carried
out succeed or fail

The IPAC’s principal objective is to
publish a first global report in 2023,

* FINANCIAL TIMES

based on an annual witha

would pay
the. dlﬂerence backintoa potthat could
then help pay down any debt created by
cappingprices.

Offering these contracts for 15 years
would spread costs out over a longer
period, bridging the gap until other poli-
cies delivering cheaper, more secure
energy take full effect. It is vital we don’t
do anything in the short term to treat
of this crisis that will slow

small number of structural indicators to
assess climate action and issue recom-
mendations that will feed into public
debate and inform the decisions of key
performers.

The current energy crisis makes the
of this robust e
ment system even more critical. In the
short term, many countries are lower-
ing their ambitions to reduce fossil fuel
usage in order to protect their popula-
tionsand industries.

This debate is particularly acute
within the OECD, where some countries
argue that the transparency provided
by the IPAC is no longer appropriate, at
least in the short term.

1disagree. Establishing a solid base to
manage this current difficult phase as
effectively as possible, and in order to
accelerate the longer term fight against
global warming, i ntial. We will not

down delivery of the solutions that will
address the underlying cause.

We need huge capital investments in
low-carbon energy infrastructure.
These are delivered most cheaply when
stable, long-term policy reduces risk.
That’s how the UK became a global
suj erin offshore wind.

For SSE’s part, our plans could see us
investing £24bn by the end of this dec-
ade. We plan to invest far more than we
expect to malke in profit and have cut
our dividend policy to prioritise invest-
ment and growth. Money we make is
being ploughed straight back into infra-
structure that will boost Britain’s energy
security and cut costs.

This is a critical moment for the UK.
Nobody yet has all the answers and the
ideas we're putting forward need work.
But when new ministers take office in

ber they will find an electricity

make progress unless we are able to
he effecti of the polici

‘weadopt —nowand in the: flltl.ll';

The writer is former French minister of
labour and ex-ambassadortothe OECD

mdustry willing to help in the short
term, while delivering a future energy
system that will prevent us ever being
inasimilar predicament again.

The writer is chiefexecutive of SSE
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‘Can | go back to being
an uncaring boss yet?'

©® WORK & CAREERS

Thursday
reallyis the
new Friday

Pilita Clark
Business Life

e world’s largest trial of

the four-day week has

‘been going for more than

‘two months here in the UK

and some of the early
resultsare enocmragmg. “Extremely
promising,” says one of the incessant
emails on the matter that have flooded
my inbox this month. “Life changing,”
said a manager whose bank is among
the 70-odd companies taking part in
the six-month experiment.

1 doubt that all is entirely rosy, but
lately I have begun to wonder if we
need this pilot at all. The streets of
London increasingly make itlook as if
the four-day week is already here.

1 say this semi-facetiously after
months of cycling home from the office
on weekday evenings through the City
of London financial district and past a
large number of pubs. Before the
pandemic, the need to dodge crowds of
enthusiastic drinkers spilling out on to
the streets was generally greatest on a
Friday evening. But as more flexible
hybrid office working has persisted,
the pubs have become noticeably
busier on Thursdays.

“Thursdays are the new Fridays,
definitely,” says Inta Minina, assistant
manager at the Red Lion pub that

I pedal past most evenings. It has five
or six staff on duty on Thursdays but
only three or four on Fridays, Minina
told me last week, adding other pubs
nearby had adopted similar staffing

This makes sense considering the
latest data on weekday working habits.

Tuesdays, Wednesdays and
Thursdays are still by far the most
popular days for people to work in the
office instead of at home, a survey of
nearly 80,000 employees in 13
countries showed last week. Office
attendance drops to a puny 12 per cent
globally on Fridays and 13 per cent in
the UK, data from the Advanced
Workplace Associates consultancy
shows. The Friday slowdown is also
reflected in London Underground
numbers.

In the weeks before the capital’s first
lockdown in March 2020, about 4mn
journeys a day were made on the Tube

6 The streets of
London increasingly
make it look as if
the four-day week is
already here 9

on both Thursdays and Fridays. A
steady shift over the past 12 months
means Thursday journeys now
regularly outstrip Fridays by 200,000
trips or more.

‘Transport officials say people are still
using the Tube on Fridays to go out for
anight on the town but

Kanneth Andersson

journeys on weekdays compared with
the 4mn it had before the pandemic
struck, due to fewer overseas visitors —
and daily commuters. The Shake shack
burger chain is one of several
companies to have this month blamed
the enduranoe of remote work on

sales figures.

numbers are clearly lower.

It may not be fair to say that all this
adds up to the equivalent of a four-day
‘working week. By no means everyone
‘who downs a pint or two of beer on the
‘way home on Thursday spends the
‘whole of Friday doing zero work.

It is also true that long before the
pandemic a lot of people would wind
down early on Friday afternoons, in
London and beyond.

But the pandemic seems to have
intensified that trend. I know I am not
‘the only journalist who makes an extra
effort to avoid making last-minute calls
on a Friday, when the chances of a
response are, as it were, remote.

Does this matter? Hospitality and
transport executives I have spoken to
say the problem is not the death of
Friday busyness that worries them.
Rather, it is the relative lack of office
‘workers throughout the entire week.

The Tube still has about 1mn fewer

Office Iandlords clearly face deep
uncertainty. The Advanced Workplace
Associates data shows workers are
typically going into the office less than
1.5 days a week. It was nearly four days
pre-pandemic.

‘Workers themselves seem happy for
this to continue. Most Londoners —
and most Conservative voters in the
city — think the media often
exaggerate the downsides of working
from home.

About a third fear remote working
poses a risk to jobs in the city, but a
slightly larger share disagree, aKing’s
College London study showed in June.

‘We don’t yet know what an economic
recession might do to these numbers —
or to the four-day working week
movement. But so far, a bet on life
returning to exactly what it was before
«Covid is still a very brave one.

pilita.clark@ft.com
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Shapewear start-ups:
elastic fantastic

Shapewear is more
popular than ever

US market size ($bn)

H Female Male
12

Estimate

2018 20 22 24 26 28
Source: Grand View Research

Lockdown snacking led many of us fo
put on a “quarantine 15" pounds. Close
1o half of all adults surveyed by the
‘American Psychological Association
reported weight gain since the start of
the pandemic. Instead of diets, perhaps
the silhouette solution lies in stretchy
underwear.

Shapewear is modern day corsefry.
From bodysuits fo waist frainers, the
goal is to mould the outline of the
physique underneath. Los Angeles-
based start-ups HoneyLove and Skims
go one further by designing garments
o be shown off, not hidden under
clothes. The first is backed by
Lightspeed and other venture capital
firms. The second was co-founded by
celebrity Kim Kardashian West.

North America dominates the market
Wwith 39 per cent of sales in 2020,
according to Grand View Research. It
expects global revenues to grow from
$1.9bn in 2020 fo $3.7bn by 2028.
‘Women make most purchases. Products
for men were just & per cent of the fofal.

Start-ups are taking aim at a market
that has been dominated by Spanx for
close fo two decades. The brand began
as a pair of fights with the feet cut off.
Creator Sara Blakely was hailed as the

US apparel recovers

Advance retail sales, clothing stores
($bn, monthly)
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comedian helped her to market the
brand as friendly and unintimidating.

Public endorsement from celebrities
such as Gwyneth Paltrow helped lift
sales. Last year, private equity firm
Blackstone took a majority stake ina
deal that valued Spanx af $1.2bn.

Ecommerce rivals are expanding the
market by promoting multiple skin
tones and larger sizes. The lasf group is
one to focus on. According to NPD, the
fastest growing cafegory within
women's clothing is plus-size — which
rose 18 per cent in 2021.

Underwear, including shapewear,
makes up a bigger proportion of this
group than other clothing sectors.

Skims raised $240mn this year in a
deal if says valued the company af
$3.2bn. Its move into areas such as
sleepwear has also bumped up sales.

Estimated revenue this year of
$400mn is close to the figure reported
for Spanx sales in the year to June 2021.

West coast challengers have pushed
established underwear groups fo
rethink their plans. Lingerie brands like
La Perla and Victoria's Secret have
moved into shapewear. Blackstone says
that It plans o accelerate Spanx's
online presence. Squeezing into

'youngest |f-made billl in
2012. Blakely’s experience as a stand-up

is not easy. But discomfort

and fashion are old friends.

NIKKEI ASIa The voice of the Asian cent

CROSSWORD
No 17179 Set by PETO

ACROSS
1 Shot after warning shout fo give up (&)
4 Worried? Trust me fo bag leading part in
Working Girl (8)
10 Get better insurance after a couple of
reminders (7)
11 Moderately slow start to novel by a writer
_ from Haly >
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12 Very small amount of exactly what is
needed discovered in Maine (4)

13 Former Aussie skipper has story about
Bradman's last boundary (10)

16 Record on favourites coming from behind
is plain (6)

17 Touch on meeting Tom back in court (7)

20 Complaints essentially stopping needy
women's means of support (4,3)

21 Toff taken aback by ultimate in headgear

@®)

24 Obtains print-out including break down of
bacterium deactivators (10)

25 Privileged Ivanka's not entirely a prima
donna (4)

27 Familiar weapon of the police (3,4)

29 The final part of story spoken in French
by Penny (4.3

30 Organise books on administration (8)

31 Conflict in Britain - PM finally resigns (6)

1 Quick to accommodate soldiers with
space In part of ship (8)

2 Racket hobo created around town fo
cause a di ,3.6)

JOTTER PAD

3 Vield under pressure from Grant (4)

5 Feature of stage frickery associated with
nameless benefactor (4,4)

6 Implied when lower in rank than Rose (10)

7 God of sleep sent up G)

8 Obliged to store pears evenly in rows (6)

9 Bear seen in stream (5)

14 Surprisingly infent on supporting current
Conservative leader lacking in self-
restraint (1)

15 Harsh criticism of drug taking in
Romania's capital after short investigation
(10

18 Periodical on literature primarily
occupying eccentric dean of an Oxford
college (8)

19 Be noncommittal when school chum of
Copperfield ultimately gets to the fop (8)

22 Look sullen over idle falk dismissing
German's work (6)

23 Red line crossed by us? On the contrary

©

26 A helpful piece of advice about making
bread

28 Useless bit of pseudo-galena (3)
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