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It's all about money

Big Tech’s real mission isn’t about
being good at all — JEMIMA KELLY, PAGE 16

Kyiv calls for neutral observers
to protect crucial nuclear plant

@ Plea for permanent presence e Ukraine celebrates independence e War hits six-month mark

ALICE HANCOCK — BRUSSELS

Ukraine has called for nuclear and mili-
tary experts to be permanently based at
its Zaporizhzhia power plant to protect
“the security of Europe”, as fears grow
over the risk of nuclear disaster at the
Russian-occupied site.

Ukrainian energy minister German
Galushchenko told the Financial Times
he was hopeful nuclear experts from the
International Atomic Energy Agency
and UN officials, as well as military per-
sonnel “from any country [but] not
Russians”, could secure the plant at the
beginning of next month.

His comments were made as Ukraine
marked its 31st year of independence
from Soviet rule, on the day Moscow’s
invasion hit the six-month mark.

“If there were international experts
inside the grid that would make obsta-
cles for [the Russians] to shell or to do
crazy things; to put in any military vehi-
cles and to bring additional soldiers,”
Galushchenko said. A permanent base
of international officials was “a question
about the security of Europe”, he added.

Calls for an international mlsslon to

he Zanorizhzhi —

resistance from Kyiv and Moscow as it
would require a ceasefire around the
plant and agreement on who would host
the group. Ukraineargued that a delega-

tionwould legitimise Russia’s presence. ~ Two boys carry
But Galushchenkosaid Kyiv's position  a flag at an

had changed after near the depend

plant this month caused the shutdown Day ceremony in

ofthe elecmcalpuwer trans[nrmer ll'ld
<damaged radiati

Lvivyesterday

President Volodymyr Zelenskyy yes-
terday vowed that Ukraine would fight
Russia’s invasion “until the end”.

Speaking in a video address from
Kyiv’s Independence Square, Zelenskyy
said Ukraine had been “born again” by
its resistance to Putin’s forces.

“After six months of the attempts to
destroy us, we are the free people of
independent Ukraine,” he said. He
pledged that Ukraine’s military would

Jef.

regain Russian-occupied regions in the
far east and south, including the
Crimean peninsula annexed in 2014.
‘UK prime minister Boris Johnson, on
avisit to Kyiv, said the west was suffer-
ing less than the Ukrainians. “We also
know that if we're paying in our energy
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Six months on, citizens of
Kyiv are in a grey zone,
getting moments of peace
at a time of war, dancing
‘when we can, crying when
we have to), says Dima

bills for the evils of Vladimir Putin, the
people of Ukraine are paying in their
blood. And that’s why we know we must
staythecourse,” he said.

The US will send nearly $3bn in weap-
ons and kit to Ukraine in the largest sin-
gle tranche of security assistance given
by Washington since the beginning of
the war. US president Joe Biden said the
package would include air defence sys-
tems, artillery and munitions, anti
-drone systems and radar — all intended
to ensure Ukraine “can continue to
defend itself over the long term”.

Biden said the US was “committed to
supporting the people of Ukraine as
they continue the fight to defend their

sovereignty”. The weapons will be pro-
cured from the US defence industry and
from other countries, rather than drawn
from existing US weapons stocks, but
are expected to take several months to
arriveon the battlefield.

This package is designed to meet
Ukrainian forces’ longer-term needs
and to signal Washington’s determina-
tion to support Kyiv. But it is unlikely to
satisfy officials’ pleas for offensive
weapons, which they say are needed to
fight Russian forces in south Ukraine.

As the war hit the six-month mark,
the UN said there had been more than
13,000 civilian deaths or injuries.
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» Draghi reform plea to election hopefuls
The outgoing Italian premier has urged competing
parties to uphold reform pledges after the ri i
blocin the lead unveiled costly plans and hinted at
renegotiating the EU’s Covid recovery plan.— PAGE 2

» Biden to cancel students’ $10,000 debt
The US president was last night due to unveil the
cancellation of $10,000 worth of debt for borrowers
earning less than $125,000, a move that will please
progressives but could raise inflation.— pace 4

» BlackRock faces Texas divestment

The US state has declared that the investment
manager and nine listed European financial groups
“boycott energy companies”, subjecting their shares
to divestment by state pension funds.— pace 8

» Court orders Thai premier’s suspension
Prayuth Chan-ocha, who took
power in a coup but has styled

himself as civilian premier, has

from the opposition said he had
exceeded his term.— pace 4

» Schneider weighs takeover of Aveva
The French conglomerate has said it is looking into
buying the 40 per cent of the software developer
that it does not already own, sending shares in the
London-listed group soaring.— PAGE &; LEX, PAGE 18

> Noble fined $9mn after 4-year probe
has fined the i
information” in financial
Critics Iceberg Research labelled the penalty: “A
‘minor fine for a major [scandal].”— pace 8

» Rick takes €2.7bn ce hit
The Swiss luxury group has taken a big writedown
after selling a majority stake in unprofitable Yoox
Net-a-Porter to Farfetch and an Emirati investor.
Richemont rose 3 per cent.— PAGE &; LEX, PAGE 18
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Monkeypox toll Out of 43,000
Share of cases reported by ethnicity ~ monkeypox cases
of patient round the world,
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New data from
80- the Centers for
0. Disease Control
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Global strife ralses risk of
pandemics, say scientists
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Another brick in the Wall Street as
Blackstone eyes Pink Floyd catalogue

KAYE WIGGINS — LONDON
ANNA NICOLAQU — NEW YORK

Primary Wave also bidding, five people
w1th knw].edge uf ‘thematter sald

US private equity group is
vying to buy Pink F]oyd s back cata—
logue, in a major bet on music rights
that could value the band’s songs at
almost halfabillion dollars.

The buyout group would strike the deal
through Hipgnosis Song Management
(HSM), the company founded by Elton

Capital (HSC) a h?]lmn dollar f\md
after buying HSM last year. It has so far
‘bought $341mn of back catalogues from
Leonard Cohen, Justin Timberlake, Nile
Rodgers, Nelly Furtado and country
singer Kenny Chesney.

The Pink Floyd deal could be worth
more than all HSC’s current holdings

hits such as “Money”, “Comfortably
Numb” and “Another Brick in the wall”.
Adeal could be agreed within weeks, the
peopleadded.

Pink Floyd is selling the copyrights to
its songs and recordings, or master cop-
ies, making its catalogue one of the most
valuable. Itis seeking £400mn or more.

A weaker sterling over the past few
‘months means the price tag of the deal
has become cheaper in dollar terms for

Australia | John's former manager Merck Mercuri-  combined, underscoringits seriousness  the USbidderssince the process began.
China. rRMB30 | adis that Blackstone now owns a  aboutthe industry even as rising inter- The Blackstone-backed Hipgnosis
Hong Keng HISSS | maority stake in, ing to corpo-  estr h deals] active.  fund this monthissued $221mn of asset-
India Rup220 Artists such as Bruce Springsteen and backed securmes bonds that use the
Indonesia  Rp45000 A Pmk Fluyd deal would burnish  Bob Dylan have sold their llateral. That was
Elopen EH0eNCH)) ’s credentials as a main  music companies for hundreds of m].l used to refinance the debt it took on to
M player in the musicrights business. The  lionsofdollarsinrecentyears, whilepri-  initially fund the $341mn of music
;;‘Z" Racesso | bandisone of the best-selling groupsof  vate equity firms piled into the market  purchases.

D o all time and its catalogue is sought after,  in search of steady returns during the Blackstone and Hipgnosis declined to
Philippines Peso140 N N - N - pen
oo S$580GncGSTY with Sony Music, Warner Music, KKR-  long period of lowinterest rates. comment.
Tawan Nreno | backed BMG and Oaktree-funded The catalogue of the UK band spans  Additional reporting by Robert Smith
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Draghi urges poll victors to back reforms

PM issues warning after
Eurosceptics hint at review
of EU-funded recovery plan

SILVIA SCIORILLI BORRELLI — MILAN

Mario Draghiurged parties vying to win
Italy’s election to uphold the country’s
reform commitments after the right-
wmg coalition Lhat leads polls unveiled

government should not overlook the
worsening international outlook, the
energy crisis and the structural reform
objectives agreed with Brussels.

“Domestic credibility goes hand in
hand with international credibility,” he
said. “Italy has never been strong when
it decided to set out on its own, Italy’s
place is at the heart of the European
Unionand [Nato],” he said.

Draghl 's successor will have to tackle

costly Isand hinted at
potentially reneguhahng the EU-funded
coronavirus recovery plan.

Speaking at a conference in Rimini
yesterday, in one of his last appearances
as premier, Draghi said that while Italy’s
economic prospects were good, the next

fut rising inflation and pos-
sible energy rationing if Russia further
cuts gas deliveries in response to EU
support for Ukraine, just as thenew gov-
ernment will have to pass anew budget.

Eurosceptic parties within the right-
wing coalition, which could garner

‘between 47-50 per cent of the votes on
September 25, according to latest polls,
have recently hinted at reviewing the
details of Italy’s €200bn EU-funded
recovery plan and reforms associated
‘with it. The block is led by Brothers of
Italy, whose leader Giorgia Meloni is
frontrunner to be next premier, and
includes Matteo Salvini’s League and
Silvio Berlusconi’s Forza Italia.

Draghi said the EU-funded plan was
the “litmus test of our credibility”, add-
ing that most Itali pected thelong-

cians would] be asking in Rome, butalso
because of the precedent it could set
with other countries, not least Poland
and Hungary, where negotiations over
rule-of-law reforms are ongoing,” said
Mujtaba Rahman, managing director
for Europe at Eurasia Group.

The coalition has unveiled proposals
for broad tax cuts, a limited tax amnesty
and generous minimum pension rises.
Any combination would cost more than
€80bn, warn official estimates. Such

;pending could put Rome on a collision

awaited reforms and investments to be
carried through.

“There is very little appetite in Brus-
sels to revise Italy’s recovery fund
reforms, partly because of [which politi-

course with Brussels, analystsadded.

“Brussels will want guarantees the
measures are well-targeted, proportion-
ate and address the problems that infla-
tionis creating,” Rahman said.

Italy has already spent €40bn to sup-
port businesses and households facing
rising costs. Energy and inflation were
cited as the two most pressing issues for
businesses and households, the latest
polling says, and experts believe voters
will be swayed by the strongest propos-
als on how to curb rising utility bills and
manage wider increases in the cost of
living.

In Rimini, Meloni questioned the EU’s
“strategic choices”, blaming past mis-
steps for the bloc’s dependence on Rus-
sian energy. She also backed a proposed
EU-wide cap on gas prices and criticised
the centre-left Democratic party’s pro-
posal for temporary price controls on
energy.

War. Six months on

Ukraine conflict heads for winter stalemate

Neither side appears ready to

negotiate as Russians digin

and Kyiv pledges to fight on

MEHUL SRIVASTAVA AND ROMAN
OLEARCHYK — KYIV

MAX SEDDON — RIGA

JOHN PAUL RATHBONE — LONDON

Since the first day of the war in Ukraine,
Tyson has watched the Russians from
afar, the drones that he operates circling
above the enemy deep within his coun-
try. Hehas learned to recognise the tell-
tale signs of grass marked by missile
launches or the dark spots suggesting
freshly dug graves. On a lucky day, the
movements of a Russian soldier lead
himtoatarget for Ukraine’sartillery.

But six months into Russia’s all-out
assault, what Tyson sees worries him.
Both sides are at a stalemate across
much of the 2,400km front line and
Russian forces are entrenching them-
selves for the winter ahead. “All day
long, they dig, and they dig, and they
dig,” said Tyson, agreeing to be identi-
fied only byhis call sign.

“The enemy haslearned fast,” he said,
with a tone of respect. The entrenched
Russians are not the easy targets they
once were. “What we saw in the begin-
mng, and Whlt we are seeing now, it’s

nightand day.”

Batt

As Ukraine marks 31 years since inde-
pendence and six months to the day
since Russian president Vladimir Putin
sent tens of thousands of troops into the
ex-Soviet state, what Tyson sees in his
southern theatre of the war is true
across much of the country.

Neither side has the immediate upper
hand. Neither side has shown anylasting
appetite for negotiations. And neither
side is giving up. Ukraine has vowed to
fightonuntil it drives Russia from itster-
ritory; meanwhile, the grinding conflict
has appeared only to deepen Putin’s
resolve to seek victory, despite helvy
battlefield losses and western
thathave crippled Russia’s economy.

“President Putin says that everything
isgoing according to the plan,” Gennady
Gatilov, Russia’s ambassador to the UN
in Geneva, told the Financial Times last
week. “Ivery much hope that”

Bothsides are so dugin that “there are
no prospects for peace at all, only a
ceasefire”, according to a person closeto
the Kremlin. So far, about 9,000 Ukrain-
ian soldiers had been killed in the war,
the army chief said this week. In July,

Russian soldiers
patrol an
industrial area
in Mariupol in
the Donetsk
region of eastern
Ukraine —

War of attrition

the CIA said at least 15,000 Russian
troops had been killed. Any agreement
would be likely to codify the largely
static front line separating Ukraine and
Russia, with almost a fifth of Ukrainian
territory in the invader’s control. Russia
still hopes to gain control of the remain-
ing partof the Donbas before the winter,
according to the person in Moscow.
“Putin won’t be ready until Russia has

Area under Russian conirol (as of Aug 22)
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all of Donetsk [the mineral-rich eastern
industrial region that makes up half of
the Donbas],” the person said. “The plan
has changed a hundred times. Nobody
in Russia has ever fought an army the
size of Ukraine’s. This is going to go on
foralongtime”

Russian artillery is holding off any
Ukrainian attempts to claw back terri-
tory. The western weapons supplied to
Kyiv are weakening, but not defeating,
the Russians. “The US gives us enough
to stop the Russians from advancing, to
reverse some gains, to shape the opera-
tional direction, but absolutely, clearly,
not enough for a major counter-offen-
sive,” said Andriy Zagorodnyuk, a
former defence minister of Ukraine.

Kyiv has signalled a counter-offensive
to free the southern city of Kherson and
push Russian forces east of the Dnipro
river but has not yet put in place either
the troops or equipment to proceed.

“The tempo of the campaign will slow
down over winter, although there will
still be ground attacks — Russia
attacked Ukraine in the winters of both
2014 and 2022,” said Konrad Muzyka,
founder of Rochan Consulting, a mili-

‘President
Putin says
that
everything
isgoing
according
to the plan’

tary consultancy based in Poland. “But,
at the end of the day, both sides proba-
bly lack sufficient troops to retake
ground and make a decisive difference.”
Putin hopes that the economic blow-
back from the sanctions will force the
west to blink first, leading the US and
Europe to end military support for
Ukraine and push Kyivto sign a deal that
codifies Russia’s territorial gains, accord-
ingtothe person closetotheKremlin.
“The general idea is for the west to
recoil in fear when they see how high
energy prices are and have to explain
thatto their voters,” the personsaid.
Some in the Russian elite hope Putin
moves to end the war, according to a
Moscow businessman. “They want to

Russia arrests
opposition
politician for
criticising
invasion

Russian police have arrested one of the
few prominent opposition politicians
who is not yet behind bars or in exile
for criticising President vladimir
Putin’s invasion of Ukraine.

Evgeny Roizman, the former mayor of
Ekaterinburg, the largest city in Russia’s
central Urals region, faces up to three
years in prison on charges of “discredit-
ing Russia’s armed forces”, the interior
ministry said yesterday.

The ministry said Roizman had
posted “a video whose content discred-
ited the use of the armed forces of the
Russian Federation to defend the coun-
try’s interests and citizens” and would
be taken to Moscow, Interfax stated.

As Roizman was led away by police
after they had searched his apartment
he called out to bystanders that he had
been charged with “basically one
phrase, the invasion of Ukraine”.

Roizman s the best-known of a small
group of dissidents who stayed in Russia
and denounced Putin’s invasion of
Ukraine on social media despite a law
that essentially bans all public criticism.

A former MP, anti-drug activist and
friend of jailed anti-corruption cam-
paigner Alexei Navalny, Roizman was
elected mayor in 2013, beating the pro-
Kremlin candidate amid a nationwide
backlash against Putins return to power
ayear earlier.

He stepped down in 2018 in protest
overa decision to scrap elections for the
maynral past as the Kremlin grew

end this. They und d now that this
is abig [mess],” the person said.
Nationalists want him to go further
still. The murder of commentator Daria
Dugina, daughter of ideologue Alexan-
der Dugin, alsosharpened hardline sen-
timent among a Russian elite that
appears to see no shame in things the
Kremlin routinely denied for years.
Margarita Simonyan, editor of the RT

intolerant of dissent.

Last month he posted a photo of him-
self on Twitter with three other anti-
Kremlin activists at a forum in Moscow
last year with a caption saying: “I'm the
only onestill free.”

His supporters had expected him to
be arrested after two of the other activ-
ists in the photo, Ilya Yashin and
Vladimir Kara- Murza were charged

television channel who drew ridi-
cule for her interview of the men sus-
pected of anovichok nerve agent attack
in the British city of Salisbury in 2018,
appeared to casually confirm on Twitter
that Russia had indeed carried it out.

In his eulogy for Dugina, Leonid Slut-
sky, a senator and a Russian delegate to
the failed peace talks, made clear there
was no room for dissent. “Whatever
your political party, faith, or age, thereis
only one way. One country! One presi-
dent! Onevictory!” he boomed.

In the face of such rhetoric, Ukrainian
leaders point to battlefield successes.
Defence minister Oleksii Reznikov listed
the sinking of Russia’s Black Sea Fleet
flagship Moskva, the retaking of Snake
Island and the killing of thousands of
Russian soldiers as harbingers of victory.

And in downtown Kyiv, Ukrainians
areclear that they hope for of a full vic-
tory and the restoration of the country’s
borders asestablished in1991.

Staring inside the blown-off top of a
Russian tank, Anton and Tetyana
pleaded for western backers to provide
more precision weaponry. “The people
of Ukraine will not agree to anything
short of the return of all territories,
including Crlmea and Donbas,” Amon

earlier this year for critici

But Roizman remained dehant on
social media, where he regularly posted
profanity-laden responses to state
media reports carrying the Kremlin’s
narrative about the war.

Hehas already been fined three times
in Ekaterinburg’s courts for social med-
ia comments. He was also fined for “not
respecting the authorities” in connec-
tion with a foul-mouthed tweet in May
about Russia’s foreign minister, Sergei
Lavrov.

Inaninterview on YouTube last weelk,
Roizman had said the pressure was not
enough to convince him to leave the
country.

“what the hell? Why should 1leave?”
he said. “I'm tied to thisland, Iwas born
and grew up here. I won’t move a milli-
metre. I love my country. I understand
all the risks but I can’t leave, at least
because it'd be running away. I can’t
allow myself to just up and flee my
country”

Once out of office, Roizman remained
popular in Ekaterinburg, where he was
often spotted jogging around the city
with supporters and ran a museum of
Orthodox Christian icons.

A.fber Roizman’s arrest yesterday, the

said. “Ukrai pable of g
thejob done on our own. Just give usthe
‘weaponry,” Tetyanasaid.
Outlook see Letters page

’s Kremlin-backed governor,
Evgeny Kuivashev, alongstanding rival,
said Roizman “deserves justice and
respect, like any person”.
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Geopolitical tensions and dwindling
fundsare putting the world at risk from
further mass outbreaks of infectious
diseases, say health experts, arguing
that countries have not learned the les-
sons ofa “pandemicera”.

Leading figures in the fight to contain
the coronavirus pandemic said the fal-

N s T s

together to eradicate smallpox even at
theheight of the cold war.

“We’ve mishandled the response to
monkeypox terribly and we’re now at
risk of having [it] become globally
endemic,” said Richard Hatchett, chief
executive of the Coalition for Epidemic
Preparedness Innovations, a global
researchbody.

He said that a failure to quickly roll

sk amnninne annhlnd tha mitheanl the

spurred by the pandemic were not being
maintained. “What we’re seeing is, in
some countries, a dismantling of those
systems, defunding of those systems
and workforces being laid off, and that’s

quite worrying,” she added.
WHO director- general Tedros Adh-
that

Global tensions and lack of funds pose threats in ‘pandemic era’

under-resourced and understaffed
throughout this pandemic”.

Despite reduced resources, experts
said some progress had been made in
preparing for health emergencies.

Farrar pointed to the Financial Inter-
mediary Fund for Pandemic Prepared-
ness d at the second Global

‘We've no idea what's

Covid-19 Summit in May, which has
raised around $1.3bn ahead of its official

Tnarmh in th anfmn
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break showed governments needed to
maintain surveillance and testing sys-
‘tems while investing in vaccines.

“Inmy professional career we're actu-
ally at the most vulnerable we've ever
‘been,” said Sir Jeremy Farrar, director of
the Wellcome Trust, the medical
research charity that is the UK’s biggest
philanthropic donor.

“We've no idea what’s circulating in
the animal kingdom or in humans
across most of the world . . . because
geopolitics is getting in the way,” said
Farrar. “We have no co-operation scien-
tifically, for instance, with China at the
moment [or] with Russia” following the
latter’s invasion of Ukraine.

By contrast, he pointed out that the

UL vauts CHauIt WE VuLLCan, We
first public health emergency declared
by the World Health Organization since
coronavirus, to spread rapidly. More
than 36,000 cases have been recorded
since May.

Farrar argued that the world could
not afford to treat as “discrete episodes™
outbreaks of zoonotic diseases such as
monkeypox, Covid-19 and Ebola, which
heblamed on environmental disruption
and commerce such as wet marketsand
theillegal trade in wild animals.

Otherwise, hesaid, “we will face more
frequent and more complex epidem-
ics. .. We'relivingin a pandemicera”

Maria van Kerkhove, an infectious
diseases specialist and technical lead for
Covid-19 at the WHO, said the genome

circulating in the animal
kingdom or in humans
across most of the world’

the number of sequences shared each
‘week had fallen by 90 per cent since the
beginning of the year.

Hatchett said wealthy countries must
help to strengthen surveillance in the
developing world. “This is something
that s absolutely critical to global health
security,” he added.

Similarly, Ingrid Katz, associate fac-
ulty director at the Harvard Global
Health Institute, noted that the US Cent-
ers for Disease Control and Prevention,
and public health departments across

Health authorities are also adapting
their strategies to contain the coronavi-
rus as it continues to mutate. The UK
this month became the first country to
authorise a Covid vaccine tailored to the
Omicron variant. The US plans to
approve jabs tailored to the BA.4 and
BA.5Omicron sub-variants.

But Hatchett and others said the han-
dling of monkeypox had shown that
health authorities could still be left flat-
footed. The outbreak had grown to the
point where the several million doses of
wvaccines available worldwide might not
be enough, he said.

Katz said: “When we look at . . . how
[monkeypox] has escalated so quickly,
I've started to question whether we've

Soviet Union and US had worked sequencing capacities that had been the country, had been “consistently reallylearned anything.”
Thursday 25 August 2022 * FINANCIAL TIMES 3
INTERNATIONAL
N . ‘ How the SLS compares
asarocketis
Helght 110.6m
Used in the 19505 L
and 1970s as part Height 120m
of the Apollo
programmeto  SLS Block 2
send astronauts Cargo
SLSBlockl  15themoon  Helght 111.3m
Helght 98.1m ~
b
SPACE agcncy s ‘
Heavy 1\
Helght 70m |
The Space World's most mEn
Shuttle Howe il ‘
Helght 56.1 ope;ralional
mefres. IOckE s . i
. . Flew between .
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with industry embracing commercial era

RICHARD WATERS — SAN FRANCISCO

If Nasa’s big Space Launch System
rocket lifts off from Florida’s Kennedy
Space Center as planned on Monday, it
will become the first vehicle in 50 years
able to carry humans to the moon.

For the commercial space industry, it
could signal something even more
significant: the end of the line for the US
space agency’s old way of doing business
and the start of a new era for commer-
cial and international co-operation in

space.

The SLS, which stands as high as a 30-
storey building and is more powerful
than the Saturn V rockets that carried
Apollo missions to the moon, isa monu-
ment togrand space ambition.

It has taken 11 years to get to the
launch pad, nearly twice as long as the
Saturn V, and according to a Nasa audi-
tor will have cost US taxpayers $29.5bn
by 2025. 1t is the centrepiece of the
$93bn Artemis programme, created to
take humans back to the moon by 2025
and, in the longer term, act as a spring-
board for reaching Mars.

Yet even before the SLS takes off next
week, unpiloted, for the first time, the
epitaphs are being written. Lacking the
reusability that has cut launch costs at
Jeff Bezos’s Blue Origin and Elon Musk’s
SpaceX, the rockets are expected to take
longer to build and cost more than the
heavy launch systems still under devel-
opment at commercial rivals.

Nasa’s plans call for the SLS to take
flight about once every two years, ata
cost of $2.2bn each time. With another

$1bn going to Lockheed Martin to build
the Orion spacecraft that sits on top of
the SLS, the agency puts the total cost
foreach Artemis missionat$4.1bn.

The “unjustifiable cost and low
launch rate” meant the US was likely to
turn to cheaper alternatives when they
were available, said Laura Forczyk, a US
space analyst. Like others, she des-
cribed SLS as a “monumental achieve-
ment”, while also predicting it was
“unlikely to be the workhorse” for Us
space exploration for long.

Nasa is coming to a similar view, even
though main contractor Boeing saysit s
working on lowering the cost of future
launches. The agency’s auditor wrote
last year that to put its manned space
flight programme on a secure long-term
footing, it would have to turn to cheaper
commercial alternatives to SLS.

These are likely to include a number
of heavy launch rockets that employ
varying degrees of reusability. SpaceX’s
Starship, Blue Origin’s New Glenn, and
the Vulcan Centaur being developed by
United Launch Alliance, a joint venture
between Boeing and Lockheed Martin,
are all awaiting their first test flights.

Nasa has scheduled four missions for
the SLS, with the third due to take
humans to the moon. After that, it is
unclear whether it will fly again.

The cost and delays to Artemis partly
reflect political reversals. The Obama
administration scrapped the earlier
Constellation programme to the moon,
before the Trump White House set the
current course more than six yearslater.

It was different to the 1960s, when the

Ready to go:
Nasa’s moon
rocket, the
Space Launch
System Artemis
1, sits at the
Kennedy Space
Center in Cape
Canaveral,

Florida
Joo SipperfRausers

US launched its Saturn V rockets within
six years as itraced to put a man on the
moon. With SLS, “it was kind of a back-
wards approach”, said Greg Autry, who
in 2016 worked on the Nasa review team
planning toreturn to the moon. Worried
about losing ground to China and Rus-
sia, Congress pushed Nasa to build a
heavy lift launch system and only later
found ause for the rocket, he added.
The politics of such space projectsalso
inflated costs, as politicians fought to
win parts of the work for their constitu-
ents, an “inevitable part” of the process,
said Autry. Similar considerations also
affected decisions about rocket design,
as senators like Alabama’s Richard
Shelby sought to protect the jobs tied to
existing programmes in their states.
Despite calls to make parts of the
rocket reusable, the design for SLS fol-
lowed a more traditional plan. It also
called for repurposing parts of the Space
Shuttle programme, including the shut-
tle’s engines, which was projected to
reduce technology risk and save money.
This backfired, with costs soaring as the

engines were rebuilt. Above all, SLS
stands as a testament to the way Nasa
has operated. It was built under a cost-
plus arrangement where Nasa retains
control and reimburses contractors.

Nasa administrator Bill Nelson called
cost-plus contracts like this “the old way
of doing business” when he testified
before Congressin May. While not com-
menting on SLS, he said that such deals
encouraged companies to bid low to win
contracts, which left Nasa with no alter-
native but to meetheavy cost overruns.

The agency has already had a taste of
the alternative. Without a rocket of its
own, it has used a fixed-price arrange-
ment to pay SpaceX to carry US cargo
and astronauts to the International
Space Station. The commercial condi-
tions under which SpaceX operates cre-
ate heavy incentives for it to hold down
expenses. A Nasa official estimated that
SpaceX's Falcon 9 rocket cost less than
$400mn to develop, and that Nasa
would have spent 10 times that to build
the rocketunder a cost-plus system.

If the Artemis programme turns out

SLS rocket
is ‘unlikely
to be the
workhorse’
for US
space
exploration
for long

Laura Forczyk,
spacc analyst

to be the last hurrah for an old way of
handling big space projects, it also gives
aglimpse into the future of space explo-
ration. It includes variations of fixed-
price contract, including a commission
for SpaceX to build a lunar lander. Blue
origin protested against that agree-
ment, and Nasa isnow looking at award-
ingacontractfor a second lander.

Other parts of Artemis that operate
under fixed-price arrangements include
contracts with private companies to
carry equipment to the lunar surface,
and a commission for a “gateway” craft
that will sit in lunar orbit and be used as
away-station tolanding on the moon.

Projects like these represent new
forms of partnership between the pri-
wvate and public sectors and should pro-
vide a solid foundation for the commer-
cial space industry, according to Autry.

Artemis has alsorelied on the backing
of international bodies, such as the
European Space Agency, as the US
builds a broad alliance for human space
exploration, while also countering Chi-
nese and Russian space ambitions.

YOUR BUSINESS
RUNS ON
KNOWLEDGE.

RUN FASTER.

It's time to make knowledge work.

Knowledge is the fuel on which all business runs. Its beating heart.

Knowledge gives you an edge.

iManage is the knowledge work platform that helps organizations
to uncover and activate the knowledge that exists in their business

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F25&ts=20220824195241&uq=20220804103507

3/20



2022/8/25 22:47

All pages from Financial Times (Asia), Thursday, August 25, 2022

content and communications. With the power of context, iManage
goes beyond basic productivity, empowering teams to demonstrate
high-value expertise and businesses to prosper.

To find out how we can make your knowledge work harder for you visit:
www.imanage.com/makingknowledgework

* FINANCIAL TIMES

iManage *

Making knowledge work

Thursday 25 August 2022

INTERNATIONAL

Japan reverses nuclear power wind-down

Tokyo will step up reactor
restarts and build more
plants, says premier

KANA INAGAKI AND LEO LEWIS — TOKYO

Prime Minister Fumio Kishida has
moved to restore Japan’s status as a
nuclear-powered nation for the first
time since the 2011 Fukushima crisis,
accelerating the restart of reactors and
signalling the construction of plants.
Kishida’s decision to throw his weight
behind the sector is intended to rein in
soaringenergy costs for households and
companies and to support Japan’s
nuclear technology manufacturers. “As

aresult of Russia’s invasion of Ukraine,
the global energy situation has drasti-
callychanged,” Kishida said yesterday.

“Whatever happens globally, we need
to prepare every possible measure in
advance to minimise the impact on peo-
ple’slives,” he said, adding that the gov-
ernment would aim to produce firm
plans for the sector by the year-end.

The plan to research the construction
of reactors, which experts say could be
safer than those using existing technolo-
gies, marks a U-turn in government pol-
icy since the Fukushima crisis.

The prime minister had already
announced the restart of some nuclear
plants after Tokyo came close to a power
blackout this year. With the accelera-

‘tion, itwill aim to bring back 17 out of 33
operable reactors by summer next year
and extend thelife of existing plants.

Hopes for a nuclear revival sent
shares in Tokyo Electric Power Co,
owner of the three reactors that melted
down in Fukushima, up 10 per cent,
‘while those of nuclear supplier Mitsubi-
shi Heavy Industries rose 6.9 per cent
and Japan Steel Works by 5.5 per cent.

No newnuclear plants have been built
in Japan since the 2011 disaster, when
the largest earthquake in the nation’s
recorded history led to the meltdowns
atthe Fukushima Daiichi plant.

But the bigrise in global energy prices
driven by the Ukraine war has made
other countries reconsider their policy,

such as Germany, which is rethinking its
plan, decided after Fukushima, to exit
nuclear powerby theyear-end.

Japan’s energy policy has been largely
paralysed since the 2011 disaster
sparked the closure of most of its nuc-
lear reactors, forcing Asia’s largest ad-
vanced economy to burn extracoal, nat-
ural gas and fuel oil even as it pledges to
hit netzero carbon emissions by 2050.

AsJapan imports most of its energy, it
hasalso been hit hard by the riseincom-
modity prices. It relies on Russia for ab-
out 9 per cent of itsliquefied natural gas.

“Now is the perfect time to do this,”
said Tom O’Sullivan of consultancy
Mathyos, noting that Kishida did not
face any major election for the next

three years. “Japan is already paying
more for electricity than most other
Group of Seven countries, so industrial
competitiveness is an issue as well.”

Before Fukushima, Japan sourced
about a third of its electricity from its
nuclear reactors. Now, only six are oper-
ational with restarts hampered by a
string of safety incidents and public dis-
trustof Tepco and other power groups.

Restarting the plants has been a focus
of lobbying by Japanese companies this
‘year, said people involved. The Tokyo
blackout threat and Ukraine war were a
big part of wideningthe number of com-
panies involved, they added, but many
had begun calls for a restart after the
10th anniversary of the tragedy.

California
Action to save
glant trees

Firefighters cut back vegetation in
California’s Sequoia National Forest
in an effort to reduce the risk of
wildfires, which have destroyed 20
per cent of giant sequoia trees in the
past two years, according to the US
Forest Service.

The emergency action is being
carried out in an effort to protect
unburned sequoia groves, which are
vulnerable to fires caused by drought
and rising temperatures.

The huge trees can live for more
than 3,000 years and average
between 180-250ft in height.

Prote:Mario TamaiCetry kmages

Fed chair under pressure to

tackle inflation and protect

jobs following ‘missteps’

COLBY SMITH — JACKSON HOLE,
WYOMING

As central bankers from around the
world gather today for the first in-per-
son Jackson Hole conference since 2019,
Federal Reserve chair and host Jay Pow-
ell will face something that was largely
absent during the past two virtual ver-
sions of the Fed’s annual meeting: a
tough crowd.

Celebrated two years ago for rescuing
the global economy and financial sys-
tem from a catastrophic pandemic-in-
duced crash, the US central bank has
since faltered, initially misdiagnosing
what has become the most acute infla-
tion problem in four decades and then
being forced to play catch-up.

As a result, Powell, reappointed to a
second term in November, is under
immense pressure to execute a histori-
cally difficult task: fine-tune monetary
policy to safeguard the Fed’s inflation-

Central bankers. Annual symposium

Powell faces bumpy ride at Jackson Hole

“This is not a great period for the Fed
right now, not just because the chal-
lenges are tremendous, but I think the
Fed has also made some missteps,” said
Ellen Meade, who served as a senior
adviser to the central bank’s board of
governorsuntil2021.

“powell wants to do the right thing,
and he’s not out there to make a mis-
take,” said Meade, who is a professor at
Duke University. “But if he loses this
one, thisis the whole ball game.”

The Fed has already embarked on the
most aggressive campaign to raise inter-
est rates since 1981 and is expected to
take further action throughout at least
the second half of 2022. Central banks
across advanced and emerging econo-
mies have followed suit, grappling with
their own inflation surges exacerbated
by Russia’sinvasion of Ukraine.

But former officials and economists
warn another big test of the Fed's credi-
bility will emerge in the next phase of
tightening, when inflation has not yet
slowed sufficiently but the economy
starts to flash more obvious signs of
weakness.

Powell, whose legacy will depend in
large part on the outcome, must build

The Fed’s predicament stems from its
early assessment that the consumer
price surge triggered by supply chain
disruption and trillions of dollars of
pandemic-related fiscal stimulus was
temporary.

It was a view shared by most but not
all economists to begin with, and one
that Powell devoted the entirety of last
‘year’s Jackson Hole speech to support-

ing.
Distorted data had concealed the

“This is not a great period
for the Fed right now, not
just because the challenges
are tremendous’

strength of the labour market, which is
nowone of the tightest in history.

Viewing inflation through a “transi-
tory” lens — a term Powell officially
abandoned in November — laid the
‘basis for a series of policy blunders that
led to the Fed expanding its balance
sheet long after additional support was
no longer necessary. It also waited until
March before raising rates.

icy on to the correct path,” said Randy
«Quarles, the Fed’s former vice-chair for
supervision who left in late 2021. “Had
we responded earlier, inflation would
not have reached the level it is at now.”

The central bank was too wedded to
the idea that “you can’t step on the
gas and the brake pedal at the same
time”, said Quarles, meaning officials
felt obliged to hold off raising rates
until they had stopped hoovering up
Treasuries and agency mortgage-
backed securities.

Quarles, who foresees the federal
funds rate rising as high as 4 per cent
and a recession next year, said an inter-
estrate increase as early as November
would have been appropriate.

Powell also admitted last month that
the guidance the central bank had pro-
vided in late 2020, in which it laid out
the economic milestones that needed to
be reached before it would stop easing
policy, was too inflexible for an environ-
ment of such extreme uncertainty.

“1don’t think that that has materially
changed the situation, but I have to
admit, T don’t think 1 would do that
again,” hesaid.

Heading into this year’s Jackson Hole

takes, having “front-loaded” its interest
rate increases and raised the bench-
mark policy rate from near-zero toatar-
getrange of 2.25 per cent to2.50 per cent
injust four months.

Most officials expect ratesto rise by at
least another percentage point by the
end of the year, with a third consecutive
0.75 percentage point rate increase
under consideration for the September
meeting. But concerns linger about the
Fed’s resolve to continue squeezing the
economy if unemployment climbs
higher than expected.

‘While the Fed has framed its commit-
ment to price stability as “uncondi-
tional”, officials — unlike most wall
Street economists — maintain that a
recessionis nota foregone conclusion.

At their most recent policy meeting,
they also discussed nascent signs the
economy is cooling and the risks of
being heavy-handed with tightening,
fanning fears that a more divided Fed
will back off its inflation fight prema-
turely.

Tomorrow, Powell is expected to reit-
erate that it will soon be appropriate to
start implementing smaller rate rises,
but also underscore the central bank’s

Biden poised
to cancel

$10,000 of
student debt
for millions

KIRAN STACEY AND AGENCIES
WASHINGTON

Joe Biden is on the verge of cancelling
$10,000 in student loan repayments
for millions of Americans, in a move
that will please progressives but could
pushupinflation.

The US president flagged the announce-
ment yesterday after months of deliber-
ations over the exact structure of the
debtforgiveness scheme.

Biden paused most student debt
repayments during the coronavirus
pandemic but has been under pressure
from many on the left of his party to
cancel a large chunk;, if not all of it, out-
right. But some economists have
warned that doing so could add further
fuel to the country’s already high infla-
tionrates.

The president was set to formally
announce the cancellation of $10,000
worth of debt for borrowers earningless
than $125,000 a year. That figure will
rise to $20,000 for those in receipt of
Pell Grants, which are given to students
in exceptional financial need.

Cancelling $10,000 for
every student would clear

the balance for almost
a third of borrowers

Healso announced that the pandemic
moratorium on payments would be
extended until the end of the year.

“In keeping with my campaign prom-
ise, my administration is announcing a
plan to give working- and middle-class
families breathing room as they prepare
to resume federal student loan
payments in January 2023,” Biden
wrote on Twitter ahead of the formal
announcement.

US consumers currently hold about
$1.6tn in outstanding student debt and
it can take many decades, especially in
minority communities, to complete
their repayments.

The Department of Education said
the measures could have an immediate
automatic impact on eight million bor-
TOWeTS.

Elizabeth Warren, the Democratic
senator from Massachusetts, has called
for years for student debt forgiveness,
and promised during her failed presi-
dential bid in 2020 to cancel $50,000 for
95 per cent of borrowers.

Cancelling $10,000 for every student
would completely clear the balance for
almost a third of borrowers and add up
to $321bn of repayments in total,
according to a study by the New York
Federal Reserve.

But Marc Goldwein, the senior policy
director at the Committee for a Respon-
sible Federal Budget, a hawkish think-
tank; has calculated that doing so would
almost completely eliminate the defla-
tionary impact of the recently passed
Inflation Reduction Act.

The act includes $369bn dedicated
to climate and clean energy pro-
grammes, new measures allowing the
government to negotiate lower pre-
scription drug prices, a provision to
apply a minimum 15 per cent tax on
large corporations and a new 1 per cent
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fighting credentials without causing
morejob losses than necessary.

consensus across what is likely to
become amore divided central bank.
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“We should have d last fall

fe ists say the Fed has

thatthis was atime toslip monetary pol-

tried to correct many of its earlier mis-

commitment to do what is needed to
combat inflation.

tax onshare buybacks.
Edward Luce see Opinion

Angola elite risks electoral backlash amid youth’s frustration

JOSEPH COTTERILL — JOHANNESBURG

Angolan president Jodo Lourenco yes-
terday faced what analysts have called
an “existential election” for Africa’s
second-biggest oil producer in the face
of mounting anger among the coun-
try’s youth over lack of reform and mis-
management of the economy.

support for the National Union for the
Total Independence of Angola (Unita),
the opposition party that fought and lost
the civil war that ended in 2002, has
risen among young people disaffected
by Lourengo’s Popular Movement for
the Liberation of Angola (MPLA),
accordingtoanalysts and recent polls.

This election, with official results not
expected for a week or more, was set to
herald a “national awakening” against
the MPLA, said Paulo Faria, an aca-
demic whose inclusion as a Unita candi-
date reflects the party’s broadening of
its base under Adalberto Costa Junior,
itsleader since2019.

The head of the party with the most.
seats will become president.

“I'm excited about these elections as.
they represent the first time the opposi-
tion parties can actually win,” said Clau-

Thursday 25 August 2022

dio Silva, a commentator in Luanda, the
capital. “T have never seen [the MPLA]
this nervous . . . People openly mock
them online and in the street.”

Lourengo took over five years ago
from José Eduardo dos Santos, the
nation’s longstanding strongman who
died last month. On the campaign trail
Lourenco has said his party is “commit-
ted to the wellbeing of Angolans” and
that he has tackled corruption, notably
i ing the former presi
children, including Isabel dos Santos,
Africa’srichestwoman.

Last weekend the government repat-
riated the body of the former president
from Spain in the face of his children’s

jections, a sign of the i
some of the children favour Unita, sig-
nallingthe deepriftin the elite.

Lourenco also secured IMF loans and
debt relief to restore public finances,
and opened up space for civil society.
But he has reverted to the crackdowns
of his predecessor, violently breakingup
protests and strikes. Rising oil prices
have buoyed the currency and the wind-
fall has helped with debt payments.
i ay Angolaremains

“There was widespread support for
Lourengo in the beginning [but] he
chose to forgo that te lidate pos

‘Unita’s founder and a polarising figure.
But this now meant little to the majority
of the age 0f 30, he said.

wer
in the MPLA,” Silva said. “With their
paranoia, the MPLA have effectively
‘thrown people back into Unita’s arms.”
The country’s economic straits meant
“these are existential elections”, said

Joso Lourenco has
secured IMF loans
and deb rellef fo
restore finances
but has cracked
down on profests

Paula Cristina Roque, an analyst. The
country has this year begun to emerge
from a long recession and gross domes-
tic product remains below a 2014 peak.
“ has notd L

people believe in another five years of
MPLA rule,” Roque pointed out.

Many first-time voters have no mem-
ory of the civil war. “During previous
elections, one of the strongest propa-
ganda weapons of the ruling party was
‘the war, and blaming one side — our
side, Unita,” said Rafael Massanga
savimbi, the son of Jonas savimbi,

Polling by Afrobarometer earlier this
year found the ruling party ahead of
Unita by only 7 percentage points. The
MPLA won 61per cent of the vote in the
last electionin2017.

“People are very frustrated about
these five years of the MPLA and
Lourengo’s performance,” said David
Boio, who worked on the poll. But many
voters still feared admitting they would
vote for the opposition, he added.
Almost half of those polled refused to
answer or said they would not vote.

Even an older generation of MPLA
power brokers is split, such as Marcol-
ino Moco, a former prime minister, who
is backing Unita. “Some people in the
elite of the party are not satisfied with
Lourengo, that is clear,” Boio said.

1

Thai PM suspended after legal
challenge over time in office

ELI MEIXLER — HONG KONG

Thailand’s prime minister has been
suspended from office after the coun-
try’s constitutional court agreed to
hear a petition brought by the opposi-
tion that argues he has exceeded his
legally mandated eight-year term.

Prayuth Chan-ocha, who came to power
in a military coup but has since refash-
ioned himself as civilian pri: ini
will be temporarily relieved of his duties
while the petition is considered, the
court saidyesterday.

While analysts said the move was
unlikely to unseat Prayuth, who has
ruled since deposing the government of
Yingluck Shinawatra in 2014, the deci-
sion to accept the legal challenge raises

ised and the ruling party had heavily
“securitised” the election to intimidate
voters. “The MPLA is not willing to
release its hold on power. These are
absolutely the most competitive elec-
tions” in 30 years. And yet, she added,
they “absolutely will be rigged”.

* FINANCIAL TIMES

the p of political uph 1
before elections expected by next year.
The dispute stems from a controversy
over the duration and validity of the
former strongman’s term in power, dur-

pro-democracy protests that sought to
reform the monarchy, the country’s
most powerful institution.

Opposition parties behind the peti-
tion argue that Prayuth’s administra-
tion beganin 2014 asleader of a military
junta, meaning he should not be eligible
to continue serving as prime minister.

Supporters of Prayuth and his ruling
Palang Pracharat party contend that his
term should be counted from 2016,
when he was anointed prime minister
by a military council, or 2019, following
an election that was carried out under a
military-drafted constitution. An elec-
tion is due by March next year, when
Prayuth’s current term expires.

The court said Prayuth had 15 days to
respond to its decision. It did not specify
when it would issue its ruling.

Protesters yesterday converged for a
second day at Government House in
Bangkok, which houses the prime min-
isterial and cabinet offices, to call for

a

ing which time he has disbanded much
of the political opposition, curtailed
civil liberties and suppressed student

AM‘iﬁmal reprorting by Nang Uraisin in
Bangkok
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SEAMASTER AQUA TERRA

Co-Axial Master Chronometer

THE OMEGA MASTERS RETURNS

support some of golf's most accomplished players.

OMEGA
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This August, the very best of Swiss precision will be on display, as the
OMEGA Masters tees off in Crans-Montana. The famous mountain
tournament has been played on the same spectacular course since
1939, bringing a proud sense of tradition to every shot. For OMEGA,

this will mark the 21st time as title sponsor, and another chance to
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Debt distress Investors price in $130bn of losses on China developers’ dollar bonds as fears of a protracted crisis mount © MARKETS

Companies & Markets

Schneider eyes
full buyout of

UK software
business Aveva

o Shares in ‘Silicon Fen’ target up 27%
e Sept 21 deadline for conglomerate

MARK WEMBRIDGE — LONDON

French conglomerate Schneider Elec-
tric has said it is exploring a full take-
over of UK-based software developer
Aveva, sending shares in the London-
listed group soaring.

Schneider said yesterday that it was
looking into buying the 40 per cent of
Aveva that it did not already own and
that this would allow it to “reinforce
Aveva and enable it to execute its
growth strategy faster”.

No proposal has been put to Aveva
shareholders, schneider said, “and
there can be no certainty that any offer
will be made, nor as to the terms on
which any offer willbe made”.

Schneider has until 4pm on Septem-
ber 21 to make an offer for Aveva, under
UK Takeover Panel rules.

Aveva declined to comment.

Shares in the Cambridge-based group
rose one-third on the news before slip-
ping back to close up 27 per cent at
£27.93, giving the FTSE 100 company a
market capitalisation of £8.5bn. Schnei-
der shares closed up 1.3 per cent at
€129.74.

Aveva is one of Britain’s oldest tech-

nology companies, having been spun
out of Cambridge university in the
1960s. Its software has mainly focused
on the energy, infrastructure and manu-
facturing sectors, but has expanded
over the past decade into a wider range
of industries.

It is one of the most successful tech-
nology companies to come out of the
cluster around Cambridge known as
“Silicon Fen".

Afteralong courtship, in 2017 Schnei-
der agreed to take a 60 per cent stake in
Aveva in a £3bn reverse takeover. The
deal merged Aveva with Schneider’s
software division.

Last year, Aveva acquired US rival
OSIsoft, in a $5bn deal that helped
the group diversify away from its
traditional customer base in the oil and
gas sector.

Analysts at Jefferies said a full take-
over of Aveva by Schneider “would be
against the rationale for the original
deal structure, which was to have a sep-
arate software company, with a software

team with
ationtosupportany future M&A”,

Schneider said: “Whether or not an
offer is made, Schneider Electric
remains itted to Aveva, toits . . .

‘ French interest lifts Aveva ‘
Share price (£)
45

A w0

business model and toitsemployees.”
Before yesterday’s news, Avevashares

had roughly halved over the previous

12 months, after a profit warning and

in line with a general decline in the
h

Earlier this year it warned that itsrev-
enue growth and margins would be
affected by the war in Ukraine and
higher costs caused by a battle for staff

et A

et

Net loss Richemont suffers €2.7bn hit after

LEILA ABBOUD — PARIS

Swiss luxury group Richemont has
taken a €2.7bn non-cash writedown
after selling a majority stake in its
unprofitable ecommerce operation
‘Yoox Net-a-Porter to online rival Far-
fetchand an Emiratiinvestor.

Yoox Net-a-Porter had become an
expensive problem for the group that
oowns Cartier, as nimbler rivals includ-
ing Farfetch attracted fickle fashion
customers with savvy marketing and

1

sale of majority stake in Yoox Net-a-Porter

. " T — P s
The Yoox Net-a-Porter unit had become an expensive problem for the business that owns Cartier — ricnard Lavnesaiamy

complicated reaching final terms.
New Yorklisted Farfetch’s shares are
down 80 per cent over the year.

Richemont shares climbed 3.5 per
cent yesterday while Farfetch was up
22.3per cent.

One of the activists at Richemont,
Bluebell Capital, is campaigning for
changes to the board and has submit-
ted three resolutions for a vote at a

meeting on ber 7.

13 per cent stake in Farfetch. Alabbar,

Pharma group
seeks to boost
monkeypox
jab supplies

DONATO PAOLO MANCINI — LONDON
AKILA QUINIO — PARIS

Bavarian Nordic is making “every
effort” to satisfy demand for its mon-
keypox vaccine, the only approved
shot against the rapidly spreading dis-
ease, as countries grapple with severely
limited supplies.

Paul Chaplin, chief executive, said
yesterday the outbreak was “unprece-
dented” as the Danish biotech company
released itsfirst-half results.

“We are making every effort to meet
the initial worldwide demand for our
monkeypox vaccine and are working to
further expand our manufacturing
capacity through additional scale-up
activities and partnerships,” he said.

Henrik Juuel, chief financial officer,
said the company was “talking to many
potential partners. How many of them
are serious and could end up in deals?
Two, three, maybe,” he said. Bavarian
waslooking for “speed and scale”.

Juuel also said Bavarian was in talks
with manufacturers active in India, one
of the world’s largest vaccine markets,
although he declined to specify names.

Bavarian said ithad agreed a deal with
the World Health Organization to
expand access in Latin America and the
Caribbean. Ithad lastweek announced a
limited deal with a US manufacturer to
expand supply.

More than 41,000 cases of monkey-
poxhave been detected since May, when
acluster was reported in Europe. Before

this outbreak demi

a group backed by Emirati b
'man Mohamed Alabbar that haslong

=
in sub-Saharan Africa. There are early

been a partner of Rich will also
acquire 3.2 per cent of YNAP.

Richemont and Farfetch have put
and call options thatwould allow Far-
fetch to acquire the remainder of
YNAP in the next five years or for
Richemont to sell to another investor
orlist the sh:

‘Under the terms of the 5%1, YNAP
will not have a controlling share-

new services while Rich stum-  holder and Ri willd
bled over technology upgrades. date the business from its books
Some investors had been pushing  although it will retain a 49.3 per cent

Richemont to offload YNAP, includ-
ing activists who started to target the

e e el P 1o

stake. Regulators must still review the
deal, which is expected to close next

“This represents a significant step
in achieving Richemont’s vision of
making YNAP a neutral industry-
wide platform,” the group said in a
statement, and sets out a path to “Far-
fetch potentially acquiring the
remainingshares”.

o

e VA

pread may by ng.

Supplies of the shot, known as Jyn-
neos or Imvanex, have been severely
limited. The vaccine was originally
designed against smallpox and kept in
bulk stockpiles in case of a resurgence
that governments had hypothesised
could come in the form of bioterrorism.
Authorities then approved its use
against monkeypox, a virus that closely
resembles smallpox.

Bavarian said it had recorded a loss.
before interest, tax, depreciation and
amortisation of DKr212mn ($28mn) for
the first half on revenues of DKr857mn,

bt L
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The profit warning was partly attrib-
uted to Aveva’s decision to withdraw
from the Russian market following the
invasion of Ukraine. The group earned
2 per cent of its revenues from Russia in
the year to March 2022.
See Lex
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Culpany st yeal, arguimyg ui i
should focus on its biggest brands
Cartier and Van Cleef & Arpels that
generate all of the group’s profit.
Richemont had said last year it was
in “advanced talks” to cede control of
YNAP to Farfetch, but a crash in the
latter’s share price appeared to have

year
Farfetch has agreed to acquire 47.5
per cent of YNAP and pay Richemont
between 53mn and 58.5mn Farfetch
shares, as well as an additional
$250mn worth of shares five years
after the deal is completed.
Richemont will end up witha 12 to

SULLE UL KICHEIIUILS ULALus a1e

PUSLIIE SLALES 4.0 Pel GELIL LgHeL. e

expected to pera-

tions to Farfetch’stech platform.
Jean-Philippe Bertschy, analyst at

Vontobel, welcomed what he called “a

long wait for a painful exit from

online” for Richemont.

SeeLex

e - in denmark
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ipany has r: ix times
since March, buoyed by vaccine orders.
Health autheorities in the UK, the EU
and US have backed he practice of “frac-
tional dosing”, administrating smaller
quantities of the usual dose to stretch
outsupplies.

German wineries and carmakers grasp that luxury is scarcity

Joe
Miller

t took 15 years to ruin Ernst
Loosen’s 200-year-old family
business.
“In the mid-1970s my father
exported 95 per cent [of his Ries-
ling], mostly to the US,” recalls the pro-
prietor of an 80-acre estate in the
Moselle valley. “By 1986 it was only 50
per cent, and by 1988 not a single bottle
wassold abroad.”

Evolving tastes played a part in this
decline, mirrored across much of the
German fine wine industry.

Rieslings, once so popular that they
fetched higher prices than Bordeaux or
Burgundies in the ritziest hotels, fell out
of fashion as younger drinkers shifted to
lighter and drier varieties and, in the Us,
embraced California’s improving wines.

An unfavourable exchange rate as
the dollar dropped sharply against
European currencies in the 1980s did
nothelp.

But it was the brand that suffered the
most dilution. A 1971 law designed to
aid mass producers in marketing their
multi-grape plonk to less discerning

helped make Li i
labels such as Blue Nun and Black Tower
ubiquitous and German wine a byword
for bargain-bin fare. Previously prestig-
ious Rheingau vineyards, struggling to
differentiate their superior products,
faced bankruptcy.

“We ruined 100 years of reputation,

FINANCIAL TIMES
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which even two world wars had not
'managed to destroy,” Loosen says.

Enter the Verband Deutscher
Pradikatsweingiiter.

A small association of winemakers
that had led a low-key existence for
more than 90 years came up with a sin-
gular mission: to restore their interna-
tional reputation and compete in the big
leagues with French and Italian produc-
ers. To do so, they would adopt a classifi-
cation system similar to that originally
imposed on the chiteaux of the Médoc
in 1855 and drastically reduce the quan-
tity of wine they produced to focus
solely on quality.

This renaissance really took off 20
years ago, with the launch of the VDP’s
Grosses Gewiichs label, a German equiv-
alent of Bordeaux’s Grand Crus. Its suc-
cess has lifted average prices for the
2021“GG” vintage,

whichdebuted this V'DP estates cut output

week, to€40a bot-
tle, up from €16 in
2001. Loosen’s
estate, a VDP vine-
yard, is back to
exporting about 80

quantity in favour of
quality while Mercedes
has shed cheaper models
to focus on the higher end

percent of itsyield.

The lessons from this ready-
made business school case study seem
obvious.

Asanother German brand, Mercedes-
Benz, is belatedly realising, luxury is
scarcity. The Stuttgart-based carmaker
is taking a leaf out of nearby winemak-
ers’ books and slimming down its entry-
level range to focus on higher-end mod-
els, in an attempt to persuade investors
that it deserves a similar valuation to
Louis Vuitton owner LVMH.

The wine industry could, in turn,
learn from a German carmaker.

As stifel analyst Daniel Schwarz
points out, Volkswagen marque Por-
sche, which is due to be partially floated

STRIKING HOME

From magnificent views to modern urban luxury,
you'll find the homes with breathtaking features
at propertylistings.ft.com

Supported by SOtheby’S

INTERNATIONAL REALTY

OST

in one of Germany’s largest listings in
the coming weeks, did the opposite of
the VDP inthe 1990s.

In 1996, after three lossmaking years
thanks to an over-reliance on a single
model —the 911 —to the US market with
a weakening dollar, it launched the
cheaper Boxster and branched out into
SUVs with the Cayenne in2002.

Production of both was outsourced, at
least in part, to contract manufacturers.
But Porsche’s Made in Germany brand
did not suffer, Schwarz says.

“The expansion was a major success.
Porsche increased unit sales from
21,000 in 1995 to 88,000 in 2005. The
operating margin increased to 18.5 per
cent and Porsche could claim to be the
most profitable [manufacturer] in the
world —the Tesla story of the 1990s.”

Chief executive Oliver Blume argues
that Porsche, which now makes more
than 300,000 cars a year, is in a “sweet
spot” where it has the scale to cater to
ever-changing tastes, such as with the
electricTaycan.

The VDP will need similar agility to
build ontwo decades of GG success.

In an attempt to avoid pejorative per-
ceptions, it does not allow the imprima-
tur to be applied to sweet Rieslings, even
as interest in them remains high. It was
also slow to recognise how Germany’s
Pinot Noirs could compete with pricey
Burgundies.

And as Porsche learnt when Japanese
carmakers successfully aped European
sports cars in the 1990s, alack of variety
leaves you vulnerable to imitations.

“The success is now our problem
because people are copying us,” says
Loosen of winemakers who are capital-
ising on the reputation of GG wines. “We
are goingback to the old system . . . Itis
already beginning to get diluted.”

joe.miller@ft.com
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Noble receives ‘minor’ Singapore fine

Lengthy probe concludes
with penalty of $9.Imn
over misleading data

MERCEDES RUEHL AND OLIVER TELLING
SINGAPORE

Singapore has fined commodities busi-
ness Noble Group $$12.6mn ($9.1mn)
for publishing “misleading informa-
tion” in its financial statements, follow-
ing an investigation that has taken
almost four years to complete.

The announcement by the city-state’s
accounting authority concludes its
probe of a high-profile accounting scan-
dal that brought Noble to the brink of
collapse. Tt also flagged “stern warnings”
given to two unnamed former directors
of the group.

Noble’s near-collapse from a business

worth more than $6bn that had hoped
to emulate Glencore, was precipitated
by aseries of highly critical reportson its
accounting practices published in 2015
by shortseller IcebergResearch.

By 2018, it had been forced into a
debt-for-equity swap and a delisting,
and it sold off several key assets to help
itsurvive.

The saga also dented Singapore’s rep-
utation as acommodities trading hub.

The fine, equivalent to 0.4 per cent of
Noble’s reported revenues in 2020, was
criticised by Iceberg.

“Aminor fine fora major [scandal],” it
wroteon Twitter.

The improper accounting at Noble is
one of aseries of scandals in recent years
that have raised

about regula-

Several Singapore-based commodi-
ties groups have been at the centre of
scandals in recent years, including
Noble Group, Agritrade International,
Hin Leong Trading, ZenRock Commod-
ities Trading, and Petro-Diamond
Singapore.

Short seller Iceberg’s
highly critical reports on
the trader’s accounting
sparked its near-collapse

Singapore police filed more than 100
charges against Lim last year while a
former director and an operations exec-
utive of ZenRock were charged last
‘month with more than $105mn-worth
of dishonesty offences.

The problems make the case for a
stronger regulatory framework and
oversight of trading houses in Singa-
pore’s small, open economy, say
analysts.

But Nirgunan Tiruchelvam, an ana-
lyst at Tellimer, said they did not seem
to have dented corporate enthusiasm

some businesses have received
hefty fines, and executives have faced
imprisonment.

tion in Singapore, which has sought to
attract multinational companies while
promotingitsstrong “rule of law”.

The billionaire founder of Hin Leong,
Llannn]ﬁnn,mzozoumfessedtohid-
ing $800mn in losses at the si

for p
“singapore provides these companies
with tax haven status and access to fin-
anciers, which these businesses are so
dependenton,” he said.
Iceberg wrote: Smgapore s stock
lost]

basedoﬂmdmgﬁmhefaunded

along time
ago.

“Thelack of enforcement means even
Singapore companies prefer to list else-
where.”

Loo Siew Yee, assistant managing
director of the policy, payments and
financial crime group at the Monetary
Authority of singapore, said that
measures taken by the authorities
against Noble “demonstrates that MAS
takes breaches of disclosure obligations
seriously and will take firm action
against persons found to have fallen
short”.

Noble said that it was pleased that the
investigation had been concluded.

The business added that it: d

Financials

Texas accuses
BlackRock of
staging energy
sector boycott

PATRICK TEMPLE-WEST AND
BROOKE MASTERS — NEW YORK.

Texas has declared that BlackRock and
nine listed European financial groups
“boycott energy companies”, subject-
ing their shares to divestment by state
pension funds with billions of dollars
under management.

The announcement by Glenn Hegar,
Texas comptroller, escalates the cam-
Ppaign against envi social and

ity trading operation had been under
new ownership and management since
December 2018 and “has focused on
the highest standards of corporate
governance, reporting and transpar-
ency sincethen”.

Shoppers go on the hunt for
deals after inflation dashes

hopes of a return to normal

LYDIA TOMKIW AND ANDREW
EDGECLIFFE-JOHNSON — NEW YORK

US retailers are gearing up for a more
price-sensitive customer ahead of the
critical holiday selling season, as soaring
inflation clouds their hopes for more

Retail. Demand outlook

US stores prepare for penny-pinching holidays

—w

governance investing in Republican-led
US states. Florida on Tuesday passed a
resolution banning its pension fund
managers from taking ESG considera-
tions into account with their investing
strategies.

The largest US producer of oil and gas,
Texas in 2021 passed a law which
attacked ESG investing for potentially
hurting the industry.

The provisions require state pension
and school funds to divest shares they
hold in groups Texas has identified as
boycotting energy companies.

The law defines an energy company
boycott as “refusing to deal with, termi-
nating business activities with, or other-
wise taking any action that is intended
to penalise, inflict economic harm on, or
limit commercial relations with, a com-
pany” in the fossil fuel industry that has
not made certain environmental
pledges.

The Europe-based groups subject to
divestment are BNP Paribas, Credit

‘The ESG movement
has produced an opaque

and narvarca cvctam’
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normal levels of supply and demand
than they saw during the first two years
of the coronavirus pandemic.

some of the country’s largest store
chains have reported robust back-to-
school sales inrecent days and said they
expect consumers to prioritise celebra-
tions with family and friends at Hallow-
een, Thanksgiving and Christmas. But
their optimism has been tempered by
the acknowledgment that low-income
consumers are struggling with higher
food and petrol prices.

Walmart, the largest US retailer, is
responding by offering entire Thanks-
giving meals for four costing less than
$50. “We expect inflation to continue to
influence the cheices families make,
and we're adjusting to that reality so we
can help them more,” Doug McMillon,
chief executive, said last week.

Morning Consult, the polling group,
reported this week that “sticker shock”
about high prices was prompting Amer-
icans earnings less than $100,000a year
to cut back, while wealthier consumers
were takinginflation in their stride.

That has affected clothing retailers in
particular, with shares in Nordstrom,
the department store, falling more than
13 per cent on Tuesday after it reported
“significantly” lower demand from its
lowest-income customers since June.

Macy’s, its rival, said on Tuesday that
a “competitive p ional climate”

Nordstrom
reports lower
demand from its
1 t-i
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but we do see increased uncertainty
from then until the holiday season

steady despite weak consumer senti-
ment, benefiting from a dip in petrol

mac-

egins, given th

pricesbelow $4 a gallon.

customers while
Walmart, below,
is pushing
promotions

Jefrey Greenberg/Universal/

was intensifying as discretionary spend-

ing weakened “Inflation is Dutplcmg
th. That's just not

for the consumer,” said Adrian Mitchell,

its chief financial officer.

Thatechoed the view of Dick Johnson,
chief executive of Foot Locker, which
last week predicted a 320-330 basis
point hit to its full-year margins as a
result of having to sell its trainers at a
lower price point.

“The promotional environment has
become more intense, especially in
apparel,” he said. “Our view is that the
back-to-school season will be strong,

—.1363

T

Retailers have been encouraged by
signs of slight relief for the US consumer
in recent weeks. Consumer prices mod-
erated to a year-on-year pace of 8.5 per
cent in July, while US retail sales held

$1g92

Executives also detect a strong desire
to return to normal patterns of celebrat-
ing the holidays after two years during
which fears of catching or spreading
coronavirus kept many Americansfrom
gathering with family and friends.

“When we talk to consumers . . . one
thing that seems to be very consistentis
a guest and consumer who says they
want to celebrate the holiday seasons,”
Brian Cornell, Target chief executive,
said last week.

That will make consumers likely to
spend on gifts and gatherings this year,
but in a more “budget-conscious way”,
said Michael Baker, senior research ana-
lyst at DA Davidson. “There will be a
focus on value” with retailers highlight-
inggood deals, he said.

After being bitten by supply chain dis-
ruptions and high transport costs last

“There will
be afocus
on value’
with an
emphasis
on good
deals

‘year, largeretailersincreased imports of
seasonal merchandise.

Target, which had to pay extra to
import last-minute goods by air last
year, said it had secured temporary
capacity near ports allowing it to hold
inventory until the “ideal time” to getit
into storesfor the holidays.

As consumers grapple with inflation
near 40-year highs, retailers may strug-
gle to project their inventory needs and
which products will be winners, said
Neil Saunders, analyst at GlobalData.

“Retailers have really been stung by
[excess inventory] in the current quar-
ter; so they are very wary of overbuy-
ing,” he said, adding that margins will be
the “biggestheadache”.

Even so, Mattel, the toymaker, said it
had swelled inventories in anticipation
of holiday demand. On its earnings call
last month, Ynon Kreiz, chief executive,
said: “We expect [the] traditional holi-
day season shopping pattern to return.”

Qi pur verose sysuenn

Glenn Hegar, Texas comptroller

Suisse, Danske Bank, Jupiter Fund Man-
agement, Nordea Bank, Schroders,
Svenska Handelsbanken, Swedbank
and UBS.

A list of 348 mutual funds were also
marked for divestment.

The Teacher Retirement System of
Texas says it is the 20th-largest public
pension fund, with $160bn in assets
under management

Ttholds $28mn: uf Blackllockshares or
0.3 per cent of the company, according
toBloomberg.

“The ESGmovement has produced an
opaque and perverse system in which
some financial companies no longer
make decisions in the best interest of
their shareholders or their clients,”
Hegar said yesterday.

BlackRock said: “This is not a fact-
based judgment.” It had invested more
than $100bn in Texas energy compa-
nies. “Elected and appointed public offi-
cialshave a duty to actin the best inter-
estsofthe people they serve. Politicising

p funds, restri to
investments, and impacting the finan-
cial returns of retirees is not consistent
with that duty;” it added.

Texas has passed a law attacking ESG
investing for potential sector harms

Used-car sales drive stock in dealer Lookers

LEKE 65O ALABI — LONDON

Shares in UK car dealer Lookers
jumped yesterday as the robust sec-
ond-hand car market boosted sales.

Theyrose more than 11 per cent to 83.4p
after surging nearly 20 per cent earlier
as the group clawed back some losses
since February. The share price remains
20 per cent lower since this year’s peak
onFebruary10.

But Lookers warned that the souring
economy and rise in the cost of living
could hit consumer confidence.

“There has to be some impact on con-
sumer confidence — we all feel that,”
said chief executive Mark Raban. “[But]
we represent a number of brands from
premium German brands down to more
volume orientated brands — we do have
a range of preducts and makes in our
business —solthink that does give usan
element of protection.”

The jump in sales highlights the
changing fortunes of the group that had

Thursday 25 August 2022

to suspend its shares in 2020 after it
failed to publish its accounts on time.

Total revenue rose 3.6 per cent to
£2.2bn in the first half from the same
period a year ago, while sales of used
carsrose 16.7per centto £1.22bn.

Underlying pre-tax profit stood at
£47.2mn in the first half, comfortably
ahead of forecasts, against an exception-
ally strong £50mn in the first half last
year, which benefited from £12.7mn of
governmentsupport.

New car sales in the UK fell to their
lowest level in two decades in April as
the global shortage of semiconductors
hampered output. July registrations fell
to 112,162, which was 9 per cent down
onayear earlier.

But the shortage of new cars boosted
Lookers” average sale price for used
cars, which rose 27 per cent in the six
monthstoJune.

Raban said some customers may have
been encouraged to buy through finance
deals because they thought interest

rates would rise, making such agree-
ments more expensive. Most new cars
and a growing portion of used vehicles
are boughtin the UK through three-year
leasing deals or similar agreements.

The company also outlined energy-
saving measures to combat the rising
cost of fuel. Raban said utility costs rose
by £5mn in the first half. “To be abso-
lutely honest, we're turning everything
off that we can because that’s good for
costs, but also good for the environ-
ment,” he said.

The company found that it used
35 per cent of its energy while its
premises were closed. “We've started to
install solar panels and various other
energy-saving devices like motion
detectors on some of our escalators,”
Raban said, adding that Lookers was
also “routinely now turning off the
showroom lights in some dealerships
‘where natural light will suffice”.

The group announced an interim div-
idend of 1pashare.

Carney pact s

OWEN WALKER, KENZA BRYAN,
CAMILLA HODGSON AND
STEPHEN MORRIS — LONDON
SIMON MUNDY — BOSTON

Financial institutions that signed up to
Mark carney’s industry alliance to
tackle climate change could be kicked
out for failing to hit targets by a new
independent panel, under plans set to
‘bemade public this year.

Beefed-up checks by the UN on whether
finance groups meet criteria on ending
coal financing and phasing out fossil
fuels from portfolios could be
announced at New York Climate Week
in September and launched at the
«€oP27 climate talks to be held in Egypt
inNovember, according to Race to Zero,
the UN group behind the plans.

More than 450 finance companies
accounting for $130tn of assets have
joined the Glasgow Financial Alliance
for Net Zero.

The initiative, which was announced
at last year's COP summit, is spear-

* FINANCIAL TIMES

headed by Carney, former Bank of Eng-
land governor and now Brookfield exec-
utive, alongside Michael Bloomberg,
former New York mayor, and Mary
Schapiro, who chaired the Securities
and Exchange Commission.

Gfanz’s aim is to the most

gnatories face tougher checks

ance was designed to bring together as.
many new members as possible, the
Race to Zero has updated rules to make
them more onerous. It introduced
tougher criteria in June, including a bar
on support for new coal projects. Exist-

powerful finance companies to commit
to achieving a net zero global economy
by 2050. Members are required to meet
standards set by the Race to Zero,a UN-
led campaign. While the Glasgow alli-

ing: ibers will b ired to comply
with the latest criteria from june next

year.
several people with knowledge of the
campaign’s plans said it was setting up
an independent accountability body
where civil society groups, including
isations, could

ol
More than 450 finance businesses.
have joined the net zero alliance

nment
report financial institutions for not fol-
lowing Race to Zero's criteria.

Under the plans, the body would have
authority to expel financial institutions
from Gfanz from the start of 2023.

The rules introduced in June require
all signatories to phase “down and out.
all unabated fossil fuels” by 2050. It also
requires them to stop financing new
coal projects and meet interim 2030 net
zZero emissions targets.
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US tax credit
excludes wide
spectrum of
electric cars

Climate law link to domestic manufacturing
objectives renders host of models ineligible

STEFF CHAVEZ — CHICAGO

A tax credit for electric vehicles
wrapped into US climate legislation
comes with an asterisk. Later this dec-
ade, there will be years when nota single
car qualifies for the $7,500 subsidy.

The looming hiatus for the tax credit
may make EVs less affordable — at least
temporarily —as the Biden administra-
tion aims to wean Americans off inter-
nal combustion engines. It reflects an
effort to advance lower-carbon trans-
port while nurturing domestic manu-
facturing of battery cars.

The law signed by Joe Biden last week
immediately requires that any EV sold

The impending limits on battery com-
ponents and minerals will further
shortenthe list.

“If the Treasury department inter-
prets the law strictly as written, that
would actually in my view disqualify all
vehicles,” said Jay Turner, an environ-
mental studies professor at Wellesley
College.

A Treasury official said changes to the
tax credit would strengthen US clean
energy supply chains and the country’s
energy security. The department
expected a range of credit-eligible vehi-
cles to be available beginning in 2023,
including when the battery-related pro-
visions took effect in 2024 and 2025.

A Ford Mustang
Mach-E compact
sport utility
vehicle on show
at this year’s
New York
International
Auto Show

Michaol NagiefBicomberg

vehicle cap will be eliminated at the
startof2023.

US EV sales grew from 319,554 in 2019
to 656,845 in 2021 and are forecast to
climb to more than 1.2mn in 2022,
according to BloombergNEF, a clean-
energy research group.

“Many EV buyers today are buying
[them] knowing that they are not likely
to get a federal tax rebate” because of
the sales caps, said Seth Goldstein, an
analyst at Morningstar.

The law extends the EV tax credits to
2032. By then, 30 to 50 per cent of EVs
could qualify, said Colin McKerracher,
analyst at BloombergNEF, who said the
law would provide a “signif boost”

Bernard Swiecki, research director at
the Center for Automotive Research,
said that the law was a net positive
for the transition to US electric vehicles.
However, some consumers were at
risk of being priced out if the tax credit
was unavailable for the cars they
wanted to buy.

“My big question mark is: will the
automakers who produce vehicles that
don’t qualify drop prices to at least par-
tially offset [the absence of a tax
credit]?” he asked.

Swiecki noted that Tesla and General
Motors lowered prices once their sales
reached the 200,000-vehicle cap.

ipending restrictions on the

Manchin’s
‘staff'got
carried away
with the
goals they
were trying
toset’

“Pm going to do everything I can to
stop it because I think it's stupid,
because we are not able to protect
our investments in the country,” he said
inJune.

Dennis Blair, a former director of
national intelligence under Barack
‘obama who chairs Safe, an energy secu-
rity organisation, said Manchin’s “staff
got carried away with the [manufactur-
ing] goals they were trying to set”,
instead establishing ones that “will be
too hard tomeet” in the timeline set out
by theact.

Having more expensive EVs would
mean “less energy security for the coun-
try” in the shortterm, Blair said.
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inthe US beassembled in North Amer-
ica to qualify for the credit. The require-
ments grow stricter in 2024, when eligi-
ble EVs must have battery components
not made or assembled “by a foreign

No one expects the US EV market to
stop short in the face of the domestic
manufacturing requirements. The US
car industry largely endorsed the law,
known asthe Inflation Reduction Act.

All pages from Financial Times (Asia), Thursday, August 25, 2022

for the USEV market.

origin of battery components and min-

| US share of passenger EV sales
Per cent

large over the USindustry.
China refines 73 per cent of cobalt,
68 per cent of nickel, 59 per cent of lith-
ium and 40 per cent of copper, makingit

Although the Alliance for Automotive
Innovation reported that carmakers
had invested more than $100bn for EV
production expansion in the US, “there’s
noway the supply chainisgoingtoreach

entity of concern”, which includes Ford, which has announced $14bn in 50 the i global player in refining us” over the next two years, said Mike
China, the dominant battery producer. US investment in EVs and batteries, was Forecast A strategic minerals”, according to a Ramsey, ananalystat Gartner.

In 2025 those batteries must exclude ~ among the supporters. “While its con- 40 BrookingsInstitution report. However, he and other analysts do not
“critical minerals” extracted, proc-  sumer tax credit targets for electric P China makes most mineral-rich bat- believe that the US EV rollout will be
essed, orrecycled fromthe same foreign  vehicles are not all achievable over- yud 30 tery cell components, including 70 per hindered by restrictions on the tax
countries. An increasing share would  night, the bill is an important step for- - cent of cathodes, which boost the credit, mostly because consumers have
need to be from North America or  ward to meet our shared national cli- = = 20 amount of power a battery can deliver. shown they are willing to shell out
selected trade partners. mate goals and help strengthen Ameri- g Its dominance in mineral refining and money for EVs.

Under the North American final canmanufacturingjobs,” itsaid. = 10 battery ing meant it played That Tesla was able to gain such a
assembly rule, the administration pub- One reason is that EV sales have con- —‘—__/ arole inthe production of every EV sold large market share “without access to
lished a list of 21 models eligible for tinued to grow even under the previous =T T T T T T T T T T o inthe US, expertssaid. the tax credit really tells you that mak-
credits for the remainder of 2022. tax credit system, in which incentives 2016 18 20 22 2L 28 28 30 Senator Joe Manchin, a Democrat ing vehicles that consumers actually

According to the Alliance for Autome-
tive Innovation, a manufacturer group,
72EVsareavailable for salein the US.

halted once a manufacturer sold more
than 200,000 units, as happened to
Tesla in 2018. Further, that 200,000~

Outiook made prior to enactment of IRA
Passenger vehidles only. Includes BEVSs and PHEVs
Source: BloombergNEF Electric Vehicle Outlook 2022

whose support was critical to the bill’s
passage, had been outspoken against

want to buy is still more important than
making vehicles that qualify for the tax
credit”, McKerracher added.

supply chains based in China.
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COMPANIES & MARKETS

Fixed income. Debt distress

Investors expect $130bn loss on
China developers’ dollar bonds

Beijing’s reluctance to deploy
‘bazooka’ risks a higher final

rescue cost and worse fallout

HUDSON LOCKETT AND CHENG LENG
HONG KONG
THOMAS HALE — LONDON

Investors are pricing in almost $130bn.
in losses on Chinese property develop-
ers’ dollar debt on mounting worries the
country's housing market will face a
protracted crisis unless Beijing steps in
with alarge-scale bailout.

Two-thirds of the more than 500 out-
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STANAING AOUAT DONAS1SSUEA DY ChInese
pers are priced below70 cent:

the dollar, acommon threshold for dis-

tressed status, according to a Financial

Timesanalysis of Bloomberg data.

The rising pressure on the market
comes a year after Evergrande, the
world’s most indebted developer, began
spiralling into default, unleashing
t a sector responsibl
for roughly 30 per cent of the country’s
annual economic output.

Beijing’s response has been limited to
incremental measures, including a cut
this week to the mortgage lending rate.
But analysts said policymakers’ refusal
to launch a sweeping bailout may only
add to the ultimate cost of rescuing the
industry and could worsen the fallout
for global markets and trade as Chinese
growthgrindsslower.

“Wwith the industry headwinds and
negative news, it’s very clear many more
developers’ offshore [dollar] bond
prices have fallen sharply since last
year,” said Cedric Lai, a senior credit
analyst at Moody’s Investors Service.
“We still believe defaults will continue
through therest of 2022, particularly for
developers with large offshore debt
maturities and weak sales.”

Many developer dollar bonds are now
priced ata level thatimplies a very high
risk of default. One bond maturing on
September 7 issued by Kaisa Group, one
of the first in the sector to miss a dollar
payment late last year, is priced at $0.09
on the dollar, implying a loss of about
$272mn on principal of $300mn. A
bond of the same size from Shanghai-
based Shimao maturing in just over a
year is priced just below $0.10 on the
dollar, indicating a potential $268mn
loss.

Taken in aggregate, investors have
priced in almost $130bn of losses on the

All pages from Financial Times (Asia), Thursday.

, August 25, 2022

‘ China developers’ dollar defaults surge in 2022

Value of dollar bonds defaulted on by Chinese corporates ($bn)

Kaisa Group
31

China Evergrande
2.0

Sources: Bloomberg; lce Data Services; Desloglc

Dollar bonds hit by punishing sell-off Developers are still frozen out of |
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Some two-thirds

bond repayments owed by Chinese real
estate groups, reflecting a discount of
nearly two-thirds to the market’s pre-
sumed value if all repayments were
made successfully.

China’s i
payments on a record $31.4bn worth of
dollar bonds in 2022. The companies
have faced particular strain due to
maturity walls, in which several devel-
opers are expected to pay back princi-
pal, or the amount they initially bor-
rowed, atonce. Companies often seek to
roll over borrowings into newly issued
debtto extend these maturities, but ruc-
tions in the market have made this
nearly impossible for mostissuers.

The drumbeat of defaults is the result
of what one veteran investment banker
in Hong Kong described as a “perfect
storm” for developers, who must try to
refinance to stave off more missed pay-
ments while struggling to assuage grow-

among Chinese homeb

strong political capital” and that the

problem would become worse the

longer policymakers waited to step in.

“In six months that gap could expand
P

ifi 1y if you don't back the
d dspiral,” he added.

of the more than  and topleaders in Beijing.

500 outstanding “There’s a good reason these bonds
dollar bonds are trading at distressed levels,” said the
issued by China banker, who is head of debt syndi
developers are for Asia at a major pean lender.
priced below “The odds of a lot of these guys ever
70 cents on repayingis anyone’s guess.”

the dollar, Investors initially hoped the worst of
a the pressure would be limited to the
distressed status  most debt-laden groups, such as Ever-
threshold grande, which had grown more reliant
Hos!Celis/AFPICety images

on presales of unfinished housing in
recentyears inresp ked

‘Widespread work stoppages on pre-
sold homes have already spurred hun-
dreds of thousands of homebuyers
across China to join a nationwide boy-
cott of mortgage payments, which ana-
lysts said had further undermined con-
fidenceinthe industry. “Thewholesitu

on excess leverage in the sector.

But i projectsat
Evergrande and a handful of high-risk
developers stoked broader fears among
the general public that other groups
might go bust before finishing pre-sold
homes. That triggered a crisis of confi-
dence that has throttled sales revenues
and thrown large swaths of the industry
intoaliquidity crunch.

“A more centralised bailout is proba-
bly the necessary solution here,” said
Robin Xing, chief China economist at
Morgan Stanley, of the looming crunch
in the country’shousing market.

Xing said a Beijing-led bailout to
address an estimated financing gap
of up to Rmbitn ($146bn) for unfin-
ished housing projects would take “very

‘The government has to
show that at the end of the
day, all these households
can geta house’

ation is increasingly out of control,” said
Rosealea Yao, a property market ana-
lyst at Gavekal Dragonomics, a consul-
tancy. “This time last year, no one
expected what were seeing today with
mortgage boycotts and construction
suspensions. A year from now, we could
be facingan even worsesituation.”
Official figures show home sales fell
nearly 30 per cent in the first half of the
year to about Rmbé.6tn. Andy Suen,
portfolio manager and head of Asia ex-

Japan credit research at PineBridge
Investments in Hong Kong, said policy
support “has not been sufficient in
terms of stabilising the property mar-
ket, if youlook at the salesnumbers”.

He added that the “weakestnamesin
the sector have already defaulted and
now the problem is spreading to the
higher quality ones”.

Even state-run Chinese investment
banks have attempted to dump hold-
ings of developers’ dollar debt — but
staff at the banks” international arms
said they had struggled to get timely
approval for the sales from Beijing.
“Each time the approval arrives, the
bonds have crashed further, forcing us
to hold them until we can file another
request,” said a Hong Kong-based prod-
uctmanager atone state bank.

Those crashes have left nearly all Chi-
nesereal estate groups frozen out of the
international bond market, further con-
straining their ability to refinance and
increasing the risk of default. Data from
Dealogic show issuance of dollar bonds
by developers has fallen 80 per cent
during the year to datetojust $7.2bn, on
track for the lowestlevel of annual sales
inadecade.

‘With $176bnin dollar bond payments
still coming due this year and another
$47bn in 2024, there is little hope

Our global
team gives you
market-moving
news and views,
24 hours a day
ft.com/markets

among analysts for any meaningful
rebound in sales this year that could
help spare foreign bondholders from
further defaults.

Yao, at Gavekal, forecast a 15 per cent
fall in annual property sales this year
and a 33 per cent drop in construction
starts, with further contraction inevita-
ble unless policymakers resolve the
impasse over pre-sold homes.

“The government has to show that at
the end of the day, all these households
can get a house,” Yao said. “If they can’t
do that, it will be very damaging for
futurehome purchases.”

Policymakers have been hesitant to
publicly discuss the scale or timing of
any bailout, although the central bank,
housing regulator and finance ministry
have pledged to offer special loans
through policy banks to ensure prop-
erty projects are delivered to buyers.

But investors said the measures were
either too limited in scope or, in the case
of a surprise cut to China’s mortgage
lending rate made this week, incapable
of restoring confidence among home-
buyersin pre-sold housing.

“Idon’t think [policymakers] realise
it’s not enough,” said a veteran fixed-in-
come investor in Hong Kong. “You need
some big bazooka action to improve
sentimentasawhole.”

Asset management

ESG champion Federated Hermes feels the heat over sponsorship of climate sceptics

CHRIS FLOOD — LONDON
PATRICK TEMPLE-WEST — NEW YORK

Federated Hermes, a champion of

i dly friendly i
strategies, is coming under increasing
pressure to explain its sponsorship of a
coalition of senior US public officials
that is opposed to action on climate
change.

Three Danish pension fund clients of
Federated Hermes are demanding to
know why it agreed to act as a gold
sponsor for the State Financial Officers

between h

(= buildi d thebetter-

social and governance standards on

both sides of the Atlantic. Support

for stricter ESG standards across the

corporate sector has been much

stronger among investors based in
ik

ment of our world,” wrote chief execu-
tive Christopher Donahue in a state-
mentlast week.

Anders Schelde, chief investment
officer at the Danish pension fund
Akademnil

inthe US,
to action on climate change is wide-
spread among Republican party sup-
porters.

Federated Hermes hasa valuable rep-
utation asa proponent of ESG investing.
The Pittsburgh-based fund manager has
a highly regarded stewardship team
basedinL ides advi

Foundation — a group that
has threatened to remove state pension
assets from financial ies that do

ESG and other shareholder issues to
instituti investors with bined

notsupport fossil fuel industries.

The foundation, which draws support
from senior elected financial officers
from 23 US states, has lobbied aggres-
sively against Biden administration pol-
icies aimed at slowing global warming
and opposed proposals by US regulators
toi d climate risk di
standards for institutional investors.

The clash highlights a tension

Thursday 25 August 2022

assets of more than $1.6tn.

In response to growing criticism of its.
sponsorship of SFOF, Federated Hermes
said last week that the relationship
“does not serve as an endorsement of
any organisation’s particular perspec-
tive on any issue.

“Diversity of thought and respect for
the views of others, no matter how they
differ from our own, is critical to long-

Pension, said that the
response was “unsatisfactory” as it did
not explain why Federated Hermes had
chosen to become a gold sponsor of the
foundation nor clarify whether the
sponsorship would be dropped or

Federated
Hermes

Federated Hermes has been urged to
better explain the SFOF relationship

reduced in light of SFOF’s anti-climate
change statements.

“It just doesn’t add up, in our view,”
said Schelde.

Kirstine Lund Christiansen, head of
ESGatthe Danish pension fund P+, said
they had “asked for a more concrete
statement from Federated Hermes on

mental investing in Europe’s asset man-
agement industry.

In the US, however, opposition
has hardened among Republican politi-
cians to work by banks, insurers and
investment managers to mitigate
climate change risks even as pressure
builds on financial organisations

ESG funds, are both listed as SFOF silver
sponsors. Both firms declined to com-
ment.

Other firms are sticking with SFOF.
Private equity firm KKR said it was still
amember. “It is not an endorsement of
any policy position, including those
around ESG disclosure and manage-

how they view the approach to climate  from poli and cus-  ment,” KKR said.
of SFOF”. tomers for a stronger response to the Derek Kreifels, head of SFOF,
A third leading Danish pension fund  threats posed by rising declined to about its donors.

said it was “critical” of the connection
between Federated Hermes and SFOF.
“We are awaiting a response from Fed-
erated Hermes before deciding on any
furtheraction,” itsaid.

Federated Hermes was created in
2018 after Federated Investors bought a
majority stake in Hermes in a deal that
valued the London-based manager at
£410mn.

The acquisition provided Federated
with better distribution in Europe and
significant expertise in ESG investing
which Hermes had developed under its
chief executive Saker Nusseibeh, one of
the most fervent supporters of environ-

* FINANCIAL TIMES

globally.

Inan article in The Wall Street Journal
in May, Mike Pence, US vice-president
under Donald Trump, described ESG as
a “perniciousstrategy” thatenabled “an
unelected cabal of bureaucrats, regula-
tors and activist investors to rate com-
panies based on their adherence to
leftwing values”.

“We are very concerned about the
politicisation of ESG which is taking
place in the US as we fear that it may
hamper much needed climate action,”
said Schelde.

The US asset managers Fidelity
Investments and Invesco, which offer

“We are committed to driving fiscally
sound public policy and educating
Americans on the role of responsible
financial management in a free-market
economy,” hesaid.

As SFOF is a non-profit organisation,
it does not need to disclose its financial
supporters.

A senior London-based Federated
Hermes employee said the relationship
with SFOF was “an embarrassment”.

“There are internal discussions about
whether it might be possible to find an
exit but that has been made more diffi-
cult by the negative publicity,” the
employee said.
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The day in the markets

What you need to know

& Expected rise in interest rates hits
UK and EU government bonds

» European gas benchmark up 15 per
cent fo a closing high

® China stocks fall on deb fears

Short-dated UK and eurozone
government debt sold off yesterday as
investors cranked up their expactations
of how far ceniral banks will raise interest
rates to curb inflation.

The yield on the UK's two-year gilt,
which is sensitive fo changes in inferest

rate expecfations, rose 019 percentage
meints 0. Rk nor cant — roflactinn &

‘ UK short-term bond yields surge

Two-year gilt yield (%)
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Global downturn

in oil pricesis

unlikely to last

Derek Brower

Markets Insight

s an energy crisis engulfs
Europe, global oil markets
have offered modest relief,

with crida nricae driffing

giving rise to fears of
ciallyin Europe.
Tepid oil demand in China is also

wraiehine an 2 markat hat hae mroum to

espe-

d: spooked oil analystsa
few months ago continue to lurk
beneath the market’s surface. Opec’s

enara nraduction canacitr — tha canrra
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P
significant drop in the price. The 10-year
gilt yield added 012 percentage points to

[
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b lower while traders grow
anxious about the global economy. But

A s o Aaaean rt asan i g A
rely on the country’s thirst for crude.
‘Where supply is robust, it is unex-

apar prouusaui capasy e e

of its market power over decades — is
dwindling. Even the cartel’s output is

2.69 per cent. 10 the turn may be shortlived. pectedly so — as in Russia, where west-  now well below its own quotas, asthat of
Those sharp moves came as pricing in For now, cheaper oil is being wel-  ern sanctions have barely scratchedthe  some members goes into terminal

money markets indicated investors were comed by global leaders battling dec- ol sector — or unnaturally so, asinthe  decline.

expecting the Bank of England to lift 0.5 ades-high inflation. US Presldent Joe US, where Biden ordered oil from a fed- Meanwhile, Opec’s linchpin producer

borrowing costs to almost 3 per cent by
November, up from projections just a
week ago of 2.6 per cent and a current
base rate of 1.75 per cent. Data released

Jan 2022

Source: Refinifiv

Biden, wh

petrol prices scaled the heights a Iew
months ago, has not wasted the oppor-
tunity to tell Americans that their drive

eral stockpile to be poured
into the market. This has helped cap
prices, but a mariket kept in check by a
government’s decision to unleash his-

saudi Arabia, which does have signifi-
cant spare production capacity to
deploy, is already mooting new output
cuts to prop up prices — an idea that will

last week showed UK inflation rose o a is getting cheaper again. toric volumes of emergency oilisnota  alarm consumer countries.

more than 40-year high in July. 0.05 percentage points fo 193 per cent. up 0.6 per cent by early afternoon in New 0il markets have avoided the apoca-  naturalstate of affairs. Investment in new production out-
The UK Debt Management Office’s Investors were yesterday expecting the | York, after closing out a third consecutive | lyptic scenarios energy analysts were side Opec remains sluggish. Wall Street

announcement on Tuesday that it will sell | European Central Bank to implement 1 day of losses on Tuesday. The fech-heavy | warning of just six months ago, when a L f il fuel I is reluctant to fund more fossil fuel

£1.5bn in short-term gilts today has percentage point of inferest rafe rises by Nasdag Composite rose 1 per cent. 1970s-style shock seemed unavoidable c€ss lossil fuel supply projects that climate policy may render

added to the unease, said Anfoine
Bouvet, senior rates strategist af ING. The
sale comes at a time when liquidity, or the
ease of buying and selling bonds, has
been worsening across European fixed-
income markefs both due fo summer
holidays and more economic uncertainty.
Eurozone bond prices also dropped,
with the yield on the fwo-year German
Bund adding 0.08 percentage poinis fo
090 per cent and Italy’s equivalent rising

October, from a current deposit rate of
zero.

A surge in natural gas prices In Europe
and the UK is increasing concerns about
inflation. The European gas benchmark
rose 15 per cent to a new closing high of
€300 per megawatt hour while the UK
price advanced 13 per cent to £5.58 per
therm. That compares with €200 and
£3.49 respectively af the starf of August.

In equities, Wall Street's S&P 500 was

Europe’s regional Stoxx 600 ticked up
0.2 per cent. In Asian markefs, Hong
Kong's Hang Seng closed down 1.2 per
cent and China’s mainland CSI 300 shed
19 per cent, as concerns grow about the
indebtedness of the country’'s mammoth
housing market.

In currencies, the euro was steady
against the dollar af 50996, while the
greenback was steady against a basket of
six ofher currencies. lan Johnston

Markets update

as rampantly rising post-pandemic
demand met the possibility of new sup-
plydistuption.

JPMorgan said Brent oil could hit
$300 a barrel if western sanctions on
Russia resulted in a large shutdown of
the country’s oil sector. But it settled at
around $100 yesterday, down more
than 28 per cent since this year’s high
near $140, struck in the days after Rus-
siainvaded Ukraine in February.

Thatisstill alot to pay for oil —almost
twice the long-term average price, and
more than enough to keep churning out
profits for producers from Texas to the
Kremlin. Still, a price shock it is not.

might sound good news
for the climate. But not if
it induces a price shock

Some of these bearish factors have an
expiry date. Amenca s stock release
and the

obsolete. The supermajors are commit-
ting less capital to the upstream than
before the pandemic.

Investors are forcing once-prolific Us
shale operators to spend their bonanza
from higher prices this year on divi-
dends, not costly new drilling. The time
when Ihey could drlll enough wells to
meetall disover.

emergency stash will have to be replen-
ished. In December, Europe and the UK.
are dueto ban insurance for vessels car-
rying Russia’s crude, which may sharply
reduce Russian exports in a way sanc-
tions so far have not. A further tighten-
ingofthe embargo will follow in 2023.

Less fossil fuel supply from producers
might sound like good news for the cli-
mate. But not if it induces a price shock
such as that facing Europe with gas,
forcing governments to subsidise con-
sumption. Plus, consumers show little
sign of ditching oil in the short term.

[~ [ | [e] > - | > But no one should be too sanguine  Economic fears are yet actually tohit ~ Global demand is forecast o hit the pre-
us Eurozone Japan UK China Brazil about the softer market. Oil pricescan  demand. A deep multiyear recession  pandemic level again this year and then
Stocks S&P 500 Eurofirst 300 Nikkel 225 Shanghal Comp Bovespa fallfor good reasons, such astechnologi-  could upend all the commodity mar-  romphigher againin2023.
Level 415293 170463 2831347 747151 3215.20 1316014 cal ughs that reduce demand  kets’ fundamentals, as in the 1980s, Supply will struggle to keep up. A
% change on day 059 020 -0.49 022 -186 027 or freeupmore supply, aswellasforbad ~ when scarcity gave way to almostadec-  recession or the release of more emer-
Currency $ Index (DXY) $pere Yen per & $pere Rmb per § Real per $ reasons, such as recession. And thisoil ade of abundance. But short recessions  gency oil might mask that reality, for a
Level 108.887 0999 136,765 1182 6866 5102 marketisnotinagood state. tend to cut oil demand only briefly: ~ while. But it will only make the next
% change on day 0242 0.000 0378 0253 0217 0249 1“‘1137_’5 Pl"”‘l" soft be notbecause  when o ‘bounce back, so does  upcycle moresevere.
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Department store chain Nordstrom Sweden's Meko dived after the auto A possible takeover approach sent BOARD
tumbled, despite posting a solid second- spare-parts chain reported a sharp fall in Cambridge's Aveva soaring. FT DIRECTOR
quarter performance. Earnings per share profits and referred to “turbulence in our France’s Schneider Electric, which PROGRAMME

of 81 cents was in line with expectations
while revenue of $4.1bn beat the
Refinifiv-compiled estimate of $397bn.

What soured sentiment was a cuf o
Nordstrom’s outlook, with adjusted core
profit margins expected fo land between
4.3 and 4.7 per cent for the full year, down
from a forecast of 5.6 to 6 per cent.

Surplus stock was partly to blame. Pete
Nordstrom, president, said during an
earnings call that the retailer, like several
peers, was “faking aggressive action to
clear through excess inventory”.

The US-listed shares of online fashion
retaller Farfetch surged on news It had
secured a 47.5 per cent stake in online
rival Yoox Net-a-Porter from luxury
goods group Richemont.

José Neves, founder, said the deal
included the launch of Richemont
Maison'’s e-concessions on Farfefch's
marketplace, which would help to plug a
“hard luxury” gap in ifs line-up.

Home furnishing retaller Bed Bath &
Beyond jumped affer the Wall Streef
Journal said it had secured financing to
bolster its liquidity. The development was
sef to snap a four-day losing streak
trigged by news that one of BB&B's
largest shareholders, Ryan Cohen, had
offloaded his entire stake. Ray Douglas

business environment”.

Adjusted operating profit slid 23 per
cent year on year fo SKr240mn ($22.5mn)
in the second guarter, although nef sales
climbed 5 per cent fo SKr3.4bn.

Pehr Oscarson, chief executive, said
rising inflation had “created a cautious
trend in several of our markets, which,
combined with unfavourable currency
fluctuations, impacted our profitability”.

‘Another hif to profitability weighed on
Belgium’s Agfa Gevaert, the image
process and printing group, which posted
a nef loss of €13mn.

Pascal Juéry, president, said the group
had “experienced the full impact of cost
inflation and supply chain issues on our
profitability and working capital in the
second quarter”.

Swiss luxury goods group Richemont
rallied on news it was selling a majority
stake in its unprofitable ecommerce
operation, Yoox Net-a-Porter, to online
peer Farfetch and a group backed by
Emirati businessman Mohamed Alabbar.

RBC said the deal enabled Richemont
o go back to being a pure play luxury
group, “which over time could see
valuation re-rating” given the strength of
its jewellery assets such as Cartier and
Van Cleef. Ray Douglas

already owns a 59 per cent stake in the
engineering and industrial software
group, confirmed if was “considering a
possible offer” for the remaining shares.

Jefferies said the deal made sense,
“especially as most fop managers of
Aveva are from Schneider”. Aveva was
also relatively inexpensive, having fallen
about 50 per cent during the past 12
months, before yesterday's rally.

Allied Minds, the infellectual property
commercialisation investor, tumbled on
plans to delist. Its board said it was
considering leaving the London Stock
Exchange as the cost of maintaining a
listing was “now prohibitively high
relafive fo Allied Minds' current size”.

Car dealership Lookers rallied after
posting an underlying pre-tax profit of
£472mn for the half year, which was
“slightly ahead of management
guidance”, said Numis.

This performance was “driven by a
strong increase in used vehicle and
aftersales revenues”, said Lookers, which
issued an interim dividend of 1p per
share, having not paid one a year earlier.

The sell-off in Cineworld continued,
‘with the chain, which may file for
bankruptcy, sliding more than 6 per cent.
Ray Douglas
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ARTS

"People are rough. Art works like a tenderiser

South Korean businessman
and collector Higgin Kim is
on a mission to bring culture
to his employees . He talks

to Andrew Russeth

here are many collectors of

contemporary art who spe-

cialise in just one medium

or style or coterie of artists.

Higgin Kim, the chair of the
Byucksan Engineering and Construc-
tion Company in South Korea, is not
that kind of collector. “Idon’t care about
art histories and a scholastic sort of
approach,” he says in his capacious
office high above Seoul’s Guro district,
when asked to define his taste. “I just
want toenjoy mylife.”

The 400 works arrayed throughout
Byucksan’s headquarters in the Pan-
Pacific building suggest a man with
unbounded curiosity and a zest for new
ideas. There is a Nam june Paik robot
sculpture assembled from TV monitors
and other tech devices; an amber-
coloured glass horse by Shin Sang-ho; an
intricate spiderweb — like a tangle of
rope suspended in a box — by Tomas
Saraceno. (“What in the devil is this?”
was Kim's reaction when he saw thelat-
ter at Art Basel.) A James Turrell holo-
gram hangs behind his receptionist’s
desk and behind his is a Yoko Ono Plex-
iglas edition with small text reading
“ILOVEU”.

Wearing his trademark bow tie with a
tan suit, Kim, 76, has the look of a gen-
tleman scholar, or perhaps even an
Indiana Jones-style adventurer. He is
erudite and soft-spoken, which lends a
certain intrigue to his talk about the cut-
throat construction industry. “People
are genuinely rough,” he says, “soIwant
to share artworks. The art works like
atenderiser.”

As classical music plays in the back-
ground, he jokes about some of Byuck-
5an’s 1,200 1 i ing, witha

and “points” that employees can spend
to attend cultural events. “Once in a
while we teach them about the paintings

measure of exasperation, how he
pushes culture on them, with lectures

and classical d thingslike that,”
hesays.
There s a rich recent history of South

Clockwise, from
above: Higgin
Kim in his office;
‘mistral’ (2017)
by wolfgang
Tillmans; Brad
Howe’s ‘Gentle Is
the Resting
Hand’ (2018),
left, and Eun-
Suh Choi’s
‘Housed Barrier

v’ (2012)
o Michag Park

Korean conglomerates spending big on
art in Seoul as part of their philan-
thropic activities. Samsung has its
Leeum and Ho-Am museums, filled
with ancient Korean and global contem-
porary material; the Amorepacific

RONALD PHILLIPS
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ENGLISH, CIRCA 1710

beauty empire inaugurated a David
Chipperfield-designed headquarters
and museum in 2017; the energy com-
pany ST International went with Herzog
& de Meuron forits own place last year.

Kim has taken a different tack. The
artis all his own, not Byucksan’s, and he
has decided against building a dedicated
home. “I have designed the museum
twice already. I have a piece of land to
build a museum. But to maintain a
museum is very costly.” Some who have
embarked on that path have had finan-
cial issues and had to offload art. “You
can’t do that,” he says. “You have to
learn from history and other countries.”

Kim’s own history spans post-second
world war Korea. He was born in Seoul
in January 1946, just months after the
country’s liberation from Japan, and in
1948 his father started the company,
before the family fled to Busan during
the Korean war. They returned to Seoul
when Kim was 10; later he attended
Miami University in Ohio.

After mandatory military service, he
worked for the family business and
found his way to Saudi Arabia in 1973
for about a dozen years. “There I made
my first million dollars,” Kim says. “I
was 31. Nothing to spend it on. There
was nothing there.” Half his time there
was spent working for arms dealer
Adnan Khashoggi’s Triad International,
looking after Asian business in invest-
mentand trade, he says.

Returningin 1985 to Seoul, and to the
familybusiness, Kimbegan amassingan

art collection with his wife, Sohyung Lee
Kim, though Khashoggi’s love of opu-
lence seems not to have rubbed off on
him. “within the budget, you have to
find the best,” he tells me. “That’s the
principle of the collection.” They
focused on contemporary art because
the sky-high prices of Impressionism
and modernism seemed beyond their
reach. (“I could sell this,” he says, ges-
turing at the art on the walls, “and buy
one piece.”)

‘Thave a piece of land
to build a museum.

But to maintain one is
very costly’

His approach was to buy one or two
pieces a month, and the collection now
has more than 1,000 works. While Kim
is open totrades, he has sold only once,
whenar dealer inced him

bores” Kim. (“I was born a Christian,
never missed Sunday,” he says.)

After his first wife died, he began
seeing his current wife, art dealer Thn
‘Yang Kim, 12 years ago, while he was on
the steering committee of the Korea
International Art Fair (which runs
alongside Frieze Seoul next week). She
sold him a James Casebere photograph
and a Liam Gillick wall piece that hang
ina conference room. “I was dating my
wife, so Thad to buy some artworks from
her gallery,” he says. “That also helped
our collections.”

When not thinking about art, there
are philanthropic and community
projects to keep him busy. For instance,
he loans three rare instruments — two
violins (one a 1683 Stradivarius) and a
cello — to Manhattan’s Sejong Soloists
ensemble. “I don’t have a talent for
painting, or playing different instru-
ments or singing, but I really appreciate
their professions,” he says, and support-
ingartists comes with benefits. “It’s fun
to talk with them. Nowadays it’s another
way to meet young people.”

Kim hasgiven an art-buying budget to
his son, who works at Byucksan, and his
son’s wife, an artist, and their recent
acquisitions include a radiant still life of
fruit by photographer Wolfgang Till-
mans that hangs near the elevators. “I
try not to buy;” Kim says, a hint of mis-
chiefin his voice. “It’s difficult”

to part with an Anselm Kiefer. But he

org

did sell off a number of subsidiaries
while fighting to stay afloat in the late-
1990s Asian financial crisis. “I was so
dumb,” he says. “We knew it was com-
ing. 1didn’t do anything about it. And 1
didn’t know what it meant. I thought it
‘wassomebody else’s problem.”

Even years after their purchase, many
works continue to have a deep reso-
nance for him. An early buy, a Salvador
Dali print of the crucifixion, “never
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How Joan of Arc went from ‘she’ to ‘they’

Playwright Charlie Josephine
and Shakespeare’s Globe
director Michelle Terry talk to
Sain Moore about challenging
conventions with T, Joan’

oan of Arc is offering a note of

thanks to the people who are

scattered around Shakespeare’s

Globe on London’s South Bank

in rehearsal. In their white vest
and blue jeans, they’re grateful to those
assembled “for giving me kindness, for
giving me courage”. Behind Joan, played
by Isobel Thom, at the back of the stage
is a half-pipe of the kind used by skate-
boarders — which actors will runup and
slide back down — and a band. I, Joan, a
new play by Charlie Josephine, in which
the title character is non-binary, and
uses they/them pronouns, is preparing
foritsopening tonight.

For writer Josephine (who also uses
they/them), the title character’s gender
and pronouns were inevitable. Jose-
phine insists that they’re “definitely not
the first person to question Joan’s gen-
der”, and says there will be many more
stories in the future that will do exactly
that. Josephine says there are many
characters in the play, not just Joan, who
are trying to find a way to live “in that
fluid space in between binaries”, the
kind of space that both Josephine
and the Globe have grappled with in
thepast.

Josephine is no stranger to this venue:
they performed in Metamorphases at the
‘Sam Wanamaker Playhouse in 2021. In
returning to the Globe as a writer, they

N il |
Playwright Charlie Josephine

thatjosephine wants to challenge, ask-
ingwhat would happenif “the version of
history we were taught is missing some-
thing”. It’s this space in between that
they hope will create something that,
freed from the need to be fully accurate
to one specific retelling of history, offers
something like liberation.

The fraught relationship between his-
tory, the canon and gender is something
the Globe has been grappling with for
years. In her first role after taking the
reins of the theatre in 2018, artistic
director Michelle Terry took on the title
role in Hamlet. Two years before that,
she played Henry V at Regent’s Park,
and insists that both times, rather than
wanting to “play a man”, she wanted to
understand how to play Henry or Ham-
let. And in spite of the responses she saw
at the time — around who owns these
characters, as if a woman playing one of
them meant taking something away

she thinks bring to life both I, Joan and
theGlobe.

For Terry, the importance of the thea-
tre, both then and now, is the impor-
tance of theatre for all — that the space is
open to all kinds of audiences, and all
kinds of stories. Josephine echoes this,
saying that seeing your own story told is
a way of being reminded not only that
you exist, but that you matter.

Josephine acknowledges that not eve-
ryone will like it. But they’re finding
their peace with that, saying that one of
reasons we have plays is so that people
can wrestle with these ideas and even
“not like bits of it”, hoping instead that
people are able to reconsider their ideas
around gender, God and community.

The same is true for Terry, who says
there are basically no plays she “meets
the whole way”, meeting them all some-
where in between instead. It’s this space
— somewhere in between, or a world
elsewhere — that I, joan is hoping to
inhabit. Both Josephine and Terry insist
that the questions asked in the play are
more important than its answers, and
that what matters most is being able to
askthem.

To October 22, shakespearesglobe.com

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F25&ts=20220824195241&uq=20220804103507

15/20



2022/8/25 22:47

All pages from Financial Times (Asia), Thursday, August 25, 2022

26 BRUTON STREET, LONDON W1l 6QL
+44 (0)20 7493 2341

ADVICE@RONALDPHILLIPS.CO.UK

RONALDPHILLIPSANTIQUES.CO.UK

Thursday 25 August 2022

hope to engage with what they think of
as theatre at its best: “Asking big ques-
tions rather than just making state-
ments”, while making it clear that “none
ofuslikestobe preached at.”

Much of the backlash against the pro-
ductionhas been about the notion of his-
torical accuracy, but it’s this very idea

* FINANCIAL TIMES

from a male actor — she still finds her-
self driven by what she sees as the heart
of Shakespeare’s writing: “Holding both
sidesof the argument in your hands.”
‘When Terry talks, she uses her hands
alot: they move back and forth, overlap-
ping, as if she’s trying to grasp the
shapeshifting, abstract concepts that

&)
Michelle Terry, artistic director

FT BIG READ. SOUTH ASIA

Power blackouts and high import and energy prices are fuelling fears that the country’s previous gains
could be reversed. Some economists argue it is time for the international community to step in.
By Benjamin Parkin and John Reed

ohammad Sharif Sarker’s

factory is in many ways

a model. Spread over

three spacious floors in

Ashulia, a suburb of
Bangladesh’s capital Dhaka, hundreds
of young women and men sitin orderly
assembly lines, sewing machines before
them, ready to stitch trendy flat-brim
caps for export.

There's only one problem: Sarker and
his workers are sitting in the dark, their
machines idle. Ashulia is currently in
the middle of one of the daily manda-
tory power cuts that the government
introduced in July, as Bangladesh grap-
ples with a severe energy crunch. And
with a recent government-mandated
50 per cent increase in fuel prices,
Sarker has opted to keep the power off
while his workers take a lunch break,
rather than fire up an expensive diesel-
powered generator.

“The sector will be unsettled if the
price of everything keeps going up,”
Sarker says. “It is the workers who will
ultimately carry the burden.”

Factories like his have helped propel
Bangladesh, previously one of the
world’s poorest countries, to become
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the third-largest garment exporter after
China and Vietnam according to World
Trade Organization data — notching up
significant gains in income, education
and health along the way. In South Asia,
a region of almost 2bn people across
India, Pakistan and Sri Lanka, Bangla-
desh stood out for its development and
success in fostering a globally competi-
tive goodsexportsector.

But now, along with most of its south
Asian neighbours, the country of 160mn
people is being rocked by soaring prices
of energy and food following the Cov-
id-19 pandemic and Russia’s invasion of
Ukraine. These have led to energy
shortages and rising import bills that
are, in some cases, straining their ability
tokeep up with debt payments.

The regional economic crisis in South
Asiahas been swingeingin its casualties,
claiming countries whose governments
pursued reckless spending policies,
such as sri Lanka, alongside model
development economies. It now threat-
ens to reverse hard-won, generational
gains made in the world’s most popuf

lou thil

market region,
at the geopolitical junction where
Indian and Chinese interests meet. Bei-
jing is among the leading creditors of
both sri Lanka and Pakistan — and
India, which is wary of China’sinfluence
on its smaller neighbours, is watching
for signs that the crisis might allow it to
strengthenits hand.

“The crisis is punishing countries
with an array of different economic per-
formances and models,” says Mark
Malloch Brown, a former UN and World
Bank official who now heads the George
Soros-backed Open Society Founda-
tions. “Bangladesh, a very internation-
ally oriented economy known for its
garment sector, is getting killed by eco-
nomic conditions elsewhere in the
world.”

Better insulated

sri Lanka in May became the first Asia-
Pacific country to default i in two dec-
ades, with the i

Bangladesh sweptup in crisis

A night fish market in Barishal,
Bangladesh. The country is
grappling with a severe energy
crunch as prices continue to rise.
Below: A garment factory in Gazipur,

Bangladesh.
Mstasinur Rahman Al/Shuterstock.

In addition to raising fuel puces,
‘which triggered protests, it

resilience,” he says. “The west and the
[lending] institutions should reallylook

government has cut school and office
hours to conserve energy and intro-
duced import restrictions on luxury
goodstoprotectits foreign reserves.

South Asian countries share much in
common with other emerging markets
from Ghana and Ethiopia to Chile,
‘where long-festering problems have
‘been brought to a head in a year of the
most acute sovereign debt crises seen
since the 1980s.

Many south Asian countriesare heav-
ily dependent on imports of energy
[T suchascrude oil and coal and

dstuffs, including cooking oil. Bang-

Bangladesh has the lowest
debt burden among south
Asian countries.

Central government debt in 2020,
per cent of GDP
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ment of President Gotabaya Rajapaksa
triggering mass street protests in
Colombo that forced him to flee the
country on a military jet in July. Paki-
stan, where authorities have charged
former leader Imran Khan with terror-
ism offences, also appearstobe entering
a penud ul enhanced pulmmlvulatlhty,

h's poverty level
has fallen sharply but
inequality has risen
Poverty rate (%)

60

50

&0

ladesh, for example, was forced to shut
its diesel power plants in July due to
import shortages. Some of these coun-
tries also owe money to China for
projects pursued under Beijing’s Belt
and Road Initiative, adding a layer of
geopolitical risk to any coming debt
‘workouts for regional economies in

peril.

AHM Mustafa Kamal, Bangladesh’s
finance minister, insists that while
“everybody is under pressure”, Bangla-
desh is not in danger of falling into the
deepfinancial distress of its neighbours.
“Bangladesh is in no way connected” to
‘what is happening in countries like Sri
Lanka, he says. Creditors “know our
projects, know our balance sheet very
well. [Bangladesh] is a good place to
offer money”. He highlighted the inau-
guration in June of the $3.6bn Padma
Bridge, a Chinese-built but domestically
financed project near Dhaka that will
drastically cut travel times for people
and goods.

The IMF says that with a debt-to-GDP
ratio of 39 per cent — lower than its
neighbours — Bangladesh is “not in a
crisis situation”, but warns the country
is vulnerable to the “huge uncertainty
surrounding global economic develop-
ments”.

Yet the regional economic ructions
have caused concernin India, whichhas
nsellsmemd clear ofmslsbut, as aflme

at that . . . it should not be allowed to
freefall”

Boom time

Following the end of British colonial rule
on the Indian subcontinent in 1947,
Bangladesh became a province of Paki-
stan, before gaining independence in
1971 after a devastating civil war that
left the new country stricken by famine.

The economy made significant strides
in the decades that followed. Low-
skilled manufacturing took off, helped
by tax breaks and duty-free access to
wealthy markets, creating mass
employment for women as well as men.
Overseas remittances also provided
much-needed capital.

Poverty halved from 58.8 per cent in
1991 t024.3 per cent in 2016, while edu-
cation and health indicators such as
literacy and infant mortality also
improved. Bangladesh’s per-capita
income of $2,500 is now higher than
that of both India and Pakistan. The UN
plans to reclassify Bangladesh from
“least developed country” to develop-
ing-country status by 2026.

“Bangladesh wasnowhere, not [even]
on the map, as an economy,” Kamal
says. That has changed “through our
‘hard work”.

since the 1980s, Bangladesh’s gar-
ment industry has grown from 4 per
cent to 80 per cent of the country’s
exports, which total more than $50bn,
according to the country’s garments
exporters association. Most employees
are women. “This sector has addressed
the unemployment problem alot,” says
sarker, himself a former assembly-line
worker. “Before there were child mar-
riages; now girls have jobs”

Yet this growth has been blighted by
labour exploitation and dangerous
working conditions, including the col-
lapse of the Rana Plaza factory building
in2013 that killed more than 1,000 peo-
ple. sarwer Hossain, a union leader in
Aslmha says that wurlcmg conditions

“In the villages, we did nothave jobs,”
she says. “But life is harder here in the
city. In the village I could go to school
and had food to eat. Here, everythingis

ve.”

Her story underscores not only how
marginal the gains from this global
industry are, but how easily they can be
swept away. The garments sector
helped shield Bangladesh during the
pandemic, with exports rising to a
record aslocked-down consumers over-
seas shopped for clothes online. Butitis
now starting to feel the strain. The IMF
warns that demand for Bangladesh’s
cornerstone industry’s products will
suffer due to slowing growth in major
buyers in the US and European coun-
tries. “This is definitely going to affect
export performance going forward,”
the fund says. The country’s garment
makers import everything from raw

y 2 e

‘[The garment industry]
will be unsettled if prices
keep going up. The
workers will ultimately
carry the burden’

materials to machinery. David Hasanat,
chair of Dhaka-based manufacturer
Viyellatex Groups, says the price of cot-
ton had increased more than 50 per
cent, but thathis company was only able
to pass on about 10 per cent of that cost
to buyers. “Eventually [the higher
costs] will give us more pain,” he says.
The rising import bill has taken a toll
on Bnn@adesh 5 fure\gnreserves whu:h

cial crisis, they were not compelled to
undertake the economic reforms that
would have insulated them from the
worst of this year’s crisis.

Unlike Bangladesh, sri Lanka and Paki-
stan “have never really been forced to
try to improve economic policymak-
ing”, he says. “Rather, they are engaged
in seemingly endless rounds of negotia-
tions with the IMF, with individual cred-
itors and with internal constituencies,
that never seem to come to an end and
seldom result in permanent policy
changes.”

“Taking flight from riskier assets’
sri Lanka, in particular, was storing up
problems long before the pandemic,
enacting sharp tax cuts in 2019 while
borrowing heavily from bondholders
and countries like China for infrastruc-
ture projects that failed to generate
returns. Paki so struggled with a
lowtax base and a weak export sector.

“What makes Pakistan and Sri Lanka
stand out is that a lot of their borrowing
was done in foreign currency — this is
what underpinned the issues that are
coming to a head now,” says Shilan
Shah, senior economist with Capital
Economics. “Then theimpact of the war
in Ukraine caused investors globally to
take flight from riskier assets.”

India, with its better economic man-
agement, strong services sector and
lower debt-to-GDP ratio, has remained
insulated from direct spillover from its
neighbours’ financial distress. However,
officials in New Delhi are worried the
crisis might allow Beijing to flex its

regional leverage.
“sri Lanka is deemed genpolmc:]ly
pretty important, given ese invest-

ment into Sri Lanka and the default on
the port [of Hambantota], which was
taken over by China,” Shah says. “That
isa huge concern for India™

While talks with Dhaka on a lending
facility remain nascent, IMF staff will
travel to Sri Lanka this week tocontinue
talks on a bailout with Ranil Wick-
remesmghe Lhe new presldent The
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July, nad commIited $3.5Dn 0f a1 Lo 1S
bankrupt neighbour, Sri Lanka, in loans

even as It seeks 0 Nall dOWN Nnancing -

from the IMF and bilateral creditors 30 \

that would allow it to avert default. ~

Smaller Nepal and the Maldives are also 20

vulnerable to the fallout from global 19952000 05 10 15
Glnl coefficlent

0.48

inflation.
ote ?
0.45

and other assistance.

Malloch Brown says the experience
of south Asian countries shows how the
pressures on emerging markets are part
of a wider “systemic crisis which really
endangers the global economy”. He has
called for an international policy
akin to the Marshall Plan

Bangladesh had until recently been
0.42 /

extended to war-ruined countries after

and help the low-lying country build
resilience against climate change. Bang-
ladesh is seeking about $4.5bn from the
fund, and as much as $4bn more from
other lenders, including the World Bank
and Asian Development Bank.

better insulated from recent economic
0.40 7%
0.

shocks, in part because of its successful
export sector. But Prime Minister
Sheikh Hasina’s government in July
approached the IMF for aloanto try and
shore up its foreign currency reserves
38—
19952000 05 10 15
‘Saurces: IMF: Rashed al Mahmud Ttumir
Esfimates based upon the Bangladesh Burau of
Stafistics's Household Income and Expenditure
Survey

th d world war. These strains are
nowresonatingacross the global south.
Rashed al Mahmud Titumir, an eco-
nomics professor at Dhaka University,
argues that the international commu-
nity should step in to protect the hard-
‘won gains of Bangladeshi workers. “You
see the working class has a kind of

nave sInce IMproved DUL MOre Progress
is needed, with injuries and deadly acci-
dents continuing. The minimum wage
0f8,000 taka ($84) amonthhasalso not
increased since 2018, he adds. This has
left workers vulnerable to inflation,
which stood at 7.5 per cent year-on-year
injuly.

Like many workers in Sarker’s cap
factory, 18-year-old Rezwana Akhtar
left the rural poverty of her village a
year ago for ajobin the city. While many
of her school friends are now married
and outside the workforce, even the
minimum wage helps give workers
like Akhtar an income and independ-
ence. But it remains a difficult life —
her anxiety compounded by the recent
inflation in her rent.

nave rallen to less than $40Dn, from
more than $45bn last year. While this
remains enough for about five months”
worth of imports, Dhaka university’s
Titumir says he expects it to fall below
three months” import cover — the level
economists often consider critical — by
theendof the year.

He argues that the situation is laying
bare “cracks in the economy”, from
Bangladesh’s slowing poverty reduction
to its stagnating wages and rising debt.
He argues that this has “exposed the
[success] story that we hear asakind of
amirage”.

Steve Cochrane at Moody’s Analytics
argues that because south Asian coun-
tries did not suffer as much as other
regions during the 1997-98 Asian finan-
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LMF also reached a prellminary agree-
ment with Pakistan in July to lend
$1.2bnas part of an existing $7bn assist-
ance package, but it remains subject to
approval by the Washington lender’s
executive board, which is due to meet
on August 29.

In Ashulia, Akhtar and the other
young workers worry about how they’re
going to continue paying for rent and
food on top of supporting families in
their villages. “How much more do we
need to earn to keep paying?” sheasks.

“all [workers'] dreams involve
money,” says Hossain, the union leader.
“But they don’t have alternatives other
thanworking here. What they want is to
save enough money to have a house and
agoodlife”
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‘Without fear and without favour®

Orban strengthens his crony state capitalism

ft.com/opinion

Previously foreign-owned
sectors are coming under
the control of loyal groups

Vodafone’s announcement of the
€1.8bn sale of its Hungarian business to
= Jinked holdi ies thi

week said strangely little about the
rationale for Vodafone, but alot about
what it meant for Hungary. The Buda-
pest government, it noted, has a “clear
strategy to build a Hungarian owned
national champion” in telecoms. There
is no indication vodafone waslent on by
Budapest to sell, unlike in some other
cases; the disposal fits with its strategy
of simplifying its structure, and it
received agenerous price. But the dealis
the latest step in the construction by
Hungary’s premier Viktor Orbdn of a
state-dominated crony capitalism.
orban’s Fidesz government has been
on a mission since coming to power in
2010 to return key foreign-owned parts

of the y to Hungarian control,
usingoften sharp-elbowed tactics. After
facing a variety of regulatory pressures
including special taxes and utility price
caps — presented by the government as
in consumers’ interests — some foreign
owners pulled out, helping to bring
domestic control of '.he ‘banking, energy
and media sectors back above 50 per
cent. Three bank being merged into

made him a favourite of “America First”
Republicans. But for Orban, repatria-
tion of ownership is part of a broader
effort to extend his political dominance
into the commercial sphere — and to
create a socio-economic system that
endures evenif Fideszloses power.

Part of that has invelved channelling
funds and opportunities to loyalists, in

astate-] lmkedHungananBankHuldmg
Now, as Hi

hildhood friends of the pre-
mier. A state- linked business elite of
“Orban ” has emerged, more

ment minister declared this week, the
Vodafone acquisition creates a chance
to “step up as an important player inthe

akin to models in ex-Soviet republics
butinside the EU. Indeed, these tycoons
nften owemuch of their fortunes to win-

ket”. Thel

financed in part by

Magyar Telekom, has long been major-

ity owned by Deutsche Telekom.
Hungary’s premier is not alone in
such ambitions. Especially after the
financial crisis, many central European
states fretted that sales of communist-
era assets in the 1990s had left their
yo much atth of for-

EU funds. In the Vodafone Hungary
deal, one buyer, 4iG, is headed by an ex-
lieutenant of Orban’s closest business
ally; the other, Corvinus, is one of sev-
eral holding companies created to man-
agestate assets.

The pitfalls of such a model are plenty.

eign owners. In the US, Orban’s brand of
political and business nationalism has

can become government
servants. Part of the motivation for
squeezing out foreign control of media

outlets was to turn them into Fidesz
mouthpieces. Basing financing deci-
sions on closeness to power leads, too, to
inefficient allocation of capital. In the-
ory, a Hungarian strategic bank could be
a good thing, but finance professionals
say its books are full of loans to busi-

nesspeople tied to the regime.
Such cmnycapm]lsm also risks insti-
i graft, which a k d

Hungarian judiciary is ill-placed to
police. The EU is withholding €15bn of
pandemic recovery funds over rule of
law concerns; EU officials fear, too, that
as Orban moves closer to a “Putinism-
lite” political and economic model,
Budapest — already a holdout over an
EU oil embargo — will be an impedi-
ment to further sanctions on Russia.
Current high inflation and a gaping
fiscal shortfall may yet force Hungary's
Ppremier into some tactical concessions
to Brussels in hope of unlocking EU
funds. But this week’s telecoms deal
suggests the key features of Orbédnism
are becoming ever more entrenched.

Opinion Silicon Valley

Please spare us all the
guff about doing good

Ber Hickey

fyou believe the spin, the reason
that Andreessen Horowitz — or
16z —is betting billions of dollars
on the chimerical, crypto-pow-
ered idea of “Web3”is because the
current version of the internet,
“Web2”, gives too much money and
power to Big Tech, and not enough to
users. You might wonder whether one

the internet, “data is controlled by
users”, one of his investments, World-
coin, has been collecting biometric
data from people in developing coun-
tries in return for crypto tokens and
hasbeenaccused of deceptive market-
ing. Worldcoin’s chief executive told
BuzzFeed News that the p
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Debt is one thing, but fall in sales is bigger risk for companies

Capstone founder and chief executive
Paul Britton is right to think that we
are entering a new phase in the current
crisis when corporate debt will become
arisk for stock markets (“Volatility
investor warns of false dawn for US
equities market after recovery”,
Interview, August 15).

will also be affected, this time by their
clients’ behaviour, whether they are
companies or consumers.

For the former, when more is needed
to pay back debt, then investments,
expansion plans or marketing budgets
will have to be curtailed. This would
negatively impact their suppliers and

lower income due to more
unemployment, will make the
management of household expenses a
crucial and difficult exercise.

Some industry sectors may remain
resilient because they produce goods
that are essential, like food and energy,
even when prices go up. Others will

suffer more than an indebted company
that continues to sell with the same
margins. The current inflation-based
crisis will not just destabilise equity
markets through corporate
indebtedness, but also because many
businesses will see their income
diminish. And companies that

“will improve” communication and
marketing.

The extractive practices of a more
mainstream investment, Coinbase,
helped the crypto exchange rake in
$3.6bn of profitsin 2021.

The truth is that the lofty claims
made by a16z are part of a have-your-
cake-and-eat-it clllture that we have
all helped ised the

of Silicon Valley’s biggest
ital funds might themselves be n'ymg
to grab as much money and power as
they can but no, really, it’s you they
careabout.

“My hope is through Web3, we can
returnto . . . amuch more decentral-
ised distribution of power and con-
trol,” Chris Dixon, head of the firm’s
$7.6bn crypto fund, told the FT’s Tech
Tonic podcast. “Facebook, Insta-

vampl.re squld banks in the after-
math of the financial crisis that the
business of making money became
seen as ugly and immoral. Cue young
businessschool graduates — the young.
are the most likely to demand a job
with “purpose” — shunning invest-
mentbanking for Silicon Valley, which
offered them not only free beers anr]

h

gram . . . They figured out a way to
have other people create their content
and take basically all of the money”™.

“What we have learnt is
that Big Tech does
not give away things
for nothing

This is bemusing. Isn’t aléz at the
very heart of Big Tech, having mas-
sively profited from Web2? Is co-
founder Marc Andreessen not still on

the board of Meta — thecompanythat
numehath Fansh

pingpongtabl
they were making a difference.

“Big Tech was saying ‘we’re better
than finance’” says Martin Walker,
director of banking and finance at the
Center for Evidence-Based Manage-
ment. “They were more socially con-
scious and you could get all kinds of
stuff for free . .. but what we have
learnt is that Big Tech does not give
away things for nothing. They’re
either trying to build monopolies or
they’re trying to extract value from
peoplein some other way.”

Since the explosion of ESG, too,
investors want to be told they are
putting their money into projects that
are dmnggnﬂd whel.her ornotthatis

2 rnint

However, besides the level of debton | partners, thus accelerating the crisis. suffer because consumers can live simultaneously experience both
‘balance sheets and the potential For the general public, higher ‘without them during a storm. afflictions may be the first to fall.
refinancing issues in the near future, mortgage and credit card repayments, In this context, a company with a Christophe Cauvy
companies’ profit and loss accounts coupled with inflation and potentially relatively low debt leverage might Oxford, UK
Liberal intellectuals tend Finnish PM’s drugs test did | waiting list (Letters, August19), I'd like
to have poor war records MAR-A-LAGO | not warrant such cove o stuges: b thediettons ol awal

P TAgE | piosciences broaden their scope. And
The lucidity of Janan Ganesh's prose ‘Was it really necessary to carry a front- | use alittle imagination.
(“Liberals must overcome their page photograph and an inside news Mythical beasts also deserve some
aversion to conflict”, Opinion, August story on Finnish prime minister Sanna | attention. Those clever genetic
17) advocating for the supposed virtues Marin’s decision to take a drugs test? engineers should try their hand ata
of muscular masculine liberalism, 1 expected better from the FT thanto | few of these next. Obvious candidates
especially in regard to international add to the unhelpful and frankly would be the unicorn, the faun and the
relations, does not comport well with misogynistic narrative that has griffin. Maybe the minotaur. Butina
the historical evidence of intellectual surrounded the story elsewh from the Ei ic
oracles in d ic politics. Your decision to report on this classical tradition, I'd like to nominate

If anything, intellectuals have been (“Finland PM agrees to take drugstest | thewendigo.
all too willing to uncritically and after partying accusations”, Report, It's been unjustly overlooked in the

disastrously advocate on behalf of state
violence, be it Max Weber and Walter
Lippmann (first world war), Isaiah
Berlin (Vietnam war), Michael

‘August 20), and the tone used
reinforces the sad fact that women in
leadership are held to a different
standard and are reported on in ways

mythical bestiary. As far as I know;, its
only appearance in literature is in
Algernon Blackwood’s eponymous
novella. The wendigo’s origin is in

Ignatieff (Afghanistan and Iraq wars), never considered for men. The FT can Native American folkdore, chiefly
Christopher Hitchens (Afghanistan, and should do better than to contribute | among the Ojibway of far western
Iraq) or Susan Sontag (Bosnia) — when BANX to this damaging narrative. Ontario, Canada. It was reputed to be
she wasn't revc nary lizabeth Tissingh an exoskeletal winged ice giant,
violence in China and Vietnam. London SE15, UK approximately 50 feet high, that
‘War only continues to be “the health | Pots and kettles . roamed the North Woods at night
of the state” in the late Randolph ‘Why stop at tigers — what | seeking to satisfy its insatiable
Bourne’s memorably reproachful Many will remember that winning s appetite. Human beings were its
phrase, in part because of the Tory slogan “Labour isn’t working”. about l'l'ly'l’thﬂl beasts? favourite prey. Kenora, Ontario prides
rationalising appeal of such seducing Surely it’s time to return the favour: Now that the Tasmanian tiger hasbeen | itself in being “the world’s wendigo
failed faux tough-guy mystiques that ‘Tories aren’t working, literally. They scheduled for recreation (“Biotech capital”. If this has any basis, then
Ganesh’s column unwittingly felt they needed a holiday after all that | experts vow to recreate extinct tiger”, wendigo tourists are well advised to
champions and perpetuates. partying. Report, August 17), and your reader confine visits to the daylight hours.
Toby Zanin S Kaba Robert Boston has suggested that the Harvey Clark Greisman
Toronto, ON, Canada Limassol, Cyprus Zanzibar leopard be placed on the wilmington, DE, US
hree months into recovery | laced, he promised, with “just a little air-raid sirens, from the war, from all
from a shrapnel injury on [psychedelic] mushrooms.” this shit.”
UKRAINE the front lines in eastern Except for the occasional air raid AsIwandered through Kyiv, the
Ulcrame Serhii sn'en, a strict 11pm curfew and lax war echoed in unlikely refrains. At the
D i took ints, there are few i bar, I'saw a collection box for batteries
‘himself and the 10cm piece of metal reminders that this is the capital of a from used vapes, to be refurbished
o 5 still stuck in his forearm out to party country locked in a conflict with into power sources for drones. At the
S X mon th S Into in Kyiv. Russia. More than half of those who DJ's turntable, a song for the Sea of
Ifound the 41-year-old slouchedon | fled when the war started have now Azov, lost to Russia in 2014. And on
th e COHﬂiCt a couch at an underground techno returned, city officials estimate, Khreshchatyk Street, the city’s main
2 club called Closer, caressing the ing tens of t] ds of young amacabre parade of the
bandage over the shrapnel he’s ‘women, many of whom spent months | burnt out shells of Russian tanks, now

rivy adinoto tn

mirlmamad Tradde Tharanea T ant him

canawntad fram thaie nartnars uwhan
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and doesn’t he still own millions of
dollars’worth of sharesinit? And any-
way, isn’t the whole point of venture
capital to generate returns? Why does
this company — and the tech sector
more broadly — feel the need to insist
that their raison d’étre is saving the
world, when in reality they are simply
out to make as much money as they
can?shouldn’titbe OK tosay that?

Dixon in fact went still further.
‘Web3, he said, wouldn’t just follow the
old Google mantra of “Don’t be evil” —
which was quietly abandoned a few
years ago — because this relies on falli-
ble human beings sticking toit.

Making the internet run on block-
chains instead, and introducing new
financial incentives in the form of
crypto tokens, would actually some-
how mean this idea was built into the
system: “That’s a very, very important
conceptin Webs ‘can’t be evil’ instead
of ‘don’t be evil

Now this, ofcuurse. isafarcicalidea,
as a quick glance at some of the
projects that a162’s crypto fund has
invested in can demonstrate. While
Dixon insists that in this new vision of

Thursday 25 August 2022

. pose.

What this all means is that compa-
nies are spending more of their
resources on optics, leaving them with
less time and money to focus on doing
something that might actually be of
value. Welive in a society so obsessed
with how things appear that in the US
today there are more than six “flacks”
— asmy profession affectionately calls
PRs— foreveryjournalist.

Further, by creating the expectation
that companies must tell us they exist
to do good in the world rather than to
turna profit, we are making them bet-
ter at telling us lies. That makes it
harder to tell fact from fiction, and
thusto hold these firms toaccount.

From the giants of Silicon Valley to
the grifters of the crypto casino, the
world of tech should try being a little
more honest with itself and with the
rest of us. We should allow them to tell
it to us straight — if we don’t, we are
complicit in building a culture that
does not value the truth, and in which
the critical line between reality and
fakery become increasingly blurred.

jemima. kelly@ft.com
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its new normal

by Mehul Srivastava

AR GGy, UlCaUS $ Ut
on a Friday”.

In front of him, a DJ played some
techno. Women danced in the mellow
sunshine. Beers were passed around,
and in the distance there was the light
‘whiff of marijuana.

The war, he says, felt very far away
all of a sudden. “The war was the
worst thing that happened to me,” he
tells me. “I don’t judge anyone for
‘having fun, but this is hard too, you
know — maybe it would be nice if
someone said thank you to me”

In Kyiv this summer, the war does
feel far away. In the months since
Ukrainians beat back the Russian
<convoy menacing their capital for all

ot pas au sUL i pas s Wi
the government barred men between
18 and 60 from leaving.

Now, restaurants are full, bars are
slammed, concert tickets sold out and
romances are being rekindled. The
Ukrainian military has pushed the
‘war hundreds of miles away, to an
artillery-scarred front line that cuts a
jagged line through the country’s
south and east.

But in Kyiv, few duck into shelters
‘when the sirens go off — it has been
‘weeks since it was last hit by a Russian
missile. Left unsaid is the growing
realisation that the country must now
prepare, “like Israel,” according to one
adwser to Ukraine’s president

of March, the city slowly bled
and then rushed back into a surprising
normality.

Now, six months on from the
beginning of the Russian invasion on
February 24, its citizens occupy an
awkward grey zone, snatching
moments of peace at a time of war,
dancing “when we can, crying when
we have to”, says Dima, a handsome
‘young man, passing around a salad

* FINANCIAL TIMES

¥y, for the long
‘war. With that comes the guilt from
living near-normal lives in Kyiv while
‘young men fight and die on the front.
“The war is here too — just 150km
north is the border, and the air bases
in Belarus,” says Dasha Zuckerman,
‘who runs a small shop selling vintage
clothing. “It's pointless to search for
stupid labels to describe what this.
feels like — it’s a distraction, from the

L v s s Ui

In nearly every conversation I had,
even the most carefree acknowledged
a pang of guilt, and felt the need to
justify these stolen moments of joy.
“They fight there so we can do this
here,” says Nika Kuznetsova, an artist
and photo stylist, wearing Prada
sunglasses and a “Russophobia”
sticker on her designer handbag.
“Maybe some of them think it’s
inappropriate, but 1live my life like 1
could die any day.

“All Ukrainians do,” she adds.

1 followed the crowds to Keller, a
sprawling club in Kyiv’s warehouse
district. The queues started early, and
the music was loud enough to be
heard blocks away. Downstairs, in a
small, sweaty basement, a crowd of
shirtless men watched a DJ take over
the turntables and unfurl a large
Ukrainian flag.

“Glory to Ukraine” he screamed.
“Glory to the heroes,” the crowd
screamed back.

And then, the DJ dropped the beat.

mehul srivastava@ft.com

Opinion

Is the time ripe for Amazon to disrupt healthcare?

Brooke
Masters

- N

ast weekend, I got yet another

email from my good friends at

‘Amazon. Rather than touting

my favourite romance novel-

ist, this one promised “instant
savings” on medications from a “new
Prime Rx service” that routes prescrip-
tions to the company’s mail order phar-
macy and offers discounts atlocal drug-
store chains.

Butwhen I looked into it, 11earnt that
Prime Rx has been around for almost
18 months. It just hasn’t had many tak-
ers. The same could be said of Amazon’s
other effortsto dabble in healthcare —at.
leastuntilnow.

Healthcare cDmpames have been liv-

pharmacy PillPack and by announcinga
partnership with JPMorgan Chase and
Eerksh]re Hathaway mmed at cutting

provider in a September auction. Ama-
zon has long searched for counter-
‘weights to its ecommerce and cloud

But the rebranded Amazon Phar-
macy “failed to gain meaningful trac-
tion”, in the words of one analyst; a tele-
health and mobile medicine offering
founded in 2019 has thus far attracted
few corporate customers. And themuch
trumpeted partnership quietly folded
upitstentlast year.

Now new chief executive Andy Jassy s
leading a fresh push into the sector at
what could be an opportune time fora
disrupter with deep pockets. The pan-
demich: dup adontion of telemedi

cine and other u;es ofrtechnolngy, and
risinginflation has made both retail pre-
scription drug customers l]ld corporate

insur

“STHOre Pri

Last month Amazon shelled out
$3.9bn for One Medical, a subscription-
based healthcare provider that brings
along more than 200 medical offices
and 790,000 members. This week, it

ingin fear of the
2018. Back then, Amazon spookgdthelr
investors with its purchase of online

ged that Amazon plans to bid
against pharmacy chain CVS for Signify
Health, a $6bn home health services

services that would be big
ennugh to impact revenue in a $1tn
company. Initially it seemed that super-
markets might be the answer. But
despite the 2017 purchase of the Whole
Foods chain, physical stores account for
lessthan 4 per cent of net sales.

Jassy, who took over from founder Jeff

theyear. “We think healthcare ishigh on
the list of experiences that need rein-
vention,” Amazon Health Service's Neil
Lindsay said after the One Medical deal.

‘Amazon isn’t commenting on Signify,
which uses technology to help manage
care, but it and CVS are not the only big
companies out shopping. Retailer Wal-
mart added a telehealth provider last
year, and Walgreens boosted its invest-
ment in Village MD, which runs primary
careclinics.

until this year, digital healthcare
companies had been growing rapidly
both in the number and size of deals. But
technology stocks took a beating in the
spring and private financing is drying
up. New funding to US digital health
companies dropped by half year onyear
to$4. lhnmthethree monthsto June 30,

firm Rock Health.

Bezos last year, cited telehealth on a call
‘with employees last autumn as one of
the company’s most exciting innova-
tions. After testing its offerings on the
company’s Seattle area employees for
several years, Amazon Care now offers
virtual services to external customers
nationwide and plans to have in person
offices in nearly 30 cities by the end of

cash-1 rlch buyers such as Amazon
hope to have their pick of rapidly
growing companies that need money
to keep the lights on. “This is the
best risk-adjusted pricing we've
seen in four to five years, and four or
five years ago there wasn’'t anything
big enough that Amazon would want

to buy,” says Bill Evans, Rock Health's
founder.

Ambition may not be enough for
‘Amazon when it comes to healthcare.
US antitrust enforcers have the group
squarely in their sights and are likely to
try to block any deal they think gives it
too much power in a new sector. US
healthcare is also a notoriously difficult
market to disrupt. Patients and the
employers who pay for insurance want
to cut costs but are quick to complain of
service changes. And synergies are
tough to create in a market full of many
interlocking vested interests.

Prescription drugs are a casein point.
Amazon’s Prime Rx promises to cut
prices, but patients who have insurance
that covers part of their drug bill cannot
combine the two benefits. Such custom-
ers are far more likely to find deals at
VS, which owns health insurer Aetna
and Caremark, one of the biggest man-
agers of pharmacy benefits. And the
reach of Amazon’s offering is surpris-
ingly limited: when I checked prices for
two drugs] take, neither was available.

brooke.masters@ft.com

The battle to
keep an
American state

t is no surprise that Grover
Norquist, the single-minded head
of Americans for Tax Reform,

‘Washington’s main anti-tax group,

is behind the latest US political
drama. Norquist, whose group gets
Republican Congress members to
pledge never to vote for tax increases,
said his goal was to shrink America’s
state to the point that it can be drowned
ina bathtub. Starving the Internal Rev-
enue Service of funds is a key way of
realising his ambition.

Alas, Joe Biden has just upset
Norquist’s plans. Last week, the US pres-
ident signed a law that will add $8bn
annually over the next decadetothe IRS
budget, which will undo years of
Norquist’s work. Though the law only
restores the agency’s funding to pre-
2013 levels, when Tea Party Republi-
cans imposed steep cuts, Republicans
are depicting it as an armed assault on
Usfreedom.

“How long until Democrats send the
IRS “SWAT team” after your kids’ lem-
onade stand?” tweeted Ronna McDan-
iel, head of the Republican National
Committee. Chuck Grasslev. the Repub-

strike force will be storming family-
owned businesses. A Fox News com-
mentator said the agency would “hunt
down and kill middle-class taxpayers
thatdon’t pay enough”.

In which case, Washington’s power
grab would be deserving of another
Boston Tea Party — America’s original
rebellion that helped spark the revolu-
tion against the British. Biden would be
King George IIl and Ted Cruz, the Texas
senator, who last week called for the
IRS to be abolished, would be George
‘Washington.

Like many political uprisings before
it, this carries Norquist’s fingerprints.
Republicans are using a number he
gleaned from an obscure US Treasury
paper which said that the IRS’s new
money could be used to hire 87,000 new
agents. Somehow, this turned into an
army of federal officers primed to break
into middle-classhomes.

Propaganda on this scale is tougher to
fight than the smaller stuff, and that is
part of its effectiveness. In politics, as
the saying goes, if you are explaining
you are losing. Moreover, the IRS-as-
globalist-autocracy is only one of many
disinformation campaigns directed at
Biden.

The same Republican figures are
claiming the FBI's raid on Donald
Trump’s Mar-a-Lago residence earlier
this month was a Gestapo-type opera-
tion to eliminate Biden’s chief rival.
Many in the traditional party of law and
order are now calling for the FBI to be

Energy and Education, and Norquist's
‘bathtub starts to look fit for purpose.
The broader goal is to cripple the US
federal government

Disabling the non-military side of
America’ state isnot a recent priority of
the Republicans. But their anti-state
record is decidedly mixed. On the one
hand, day-to-day US inistration ha:

onthe other hand, Us federal spend-
ing as a share of the economy has not
fallen over the past two decades. Nor has
the size of the government workforce.
The net result is a progressively less
effective state that remains as bloated,
or shrunken (depending on your poli-
tics), as before. Bill Clinton used to talk
of creati ter government. Inreal-

‘become ever harder. The restrictions
placed on federal agencies, including
the IRS, have grown more onerous over
‘the years. People’s interface with the Us
government can be a painful experi-
ence. The Democratic habit of micro-
regulation — which acts like a full
employment charter for lawyers — has
also added to DC’s slow-movingness.
That, in turn, makes voters more recep-
tive to anti-government rhetoric.

ity, and by design, US government is
losingits collective IQ.

The IRS is a prime victim of this. As
the number of its agents has fallen, its
ability to audit big companies and
wealthy taxpayers has also dropped,
which means it mostly leaves the rich
alone. Wealthy Americans were 80 per
cent less likely to be audited in 2018
than in 2011. There are years where
some of America’s super-wealthy,
including Tesla’s Elon Musk, have paid
zerotaxes.

By contrast, the share of middle-class
Americans subjected to IRS audits has
risen sharply because they are cheap
and easv to do. Mostlv. the investiza-

only the poorest Americans are eligible.
IRS agents are little match for the
wealthy whose advisers can choose
from a labyrinthine menu of tax-avoid-
ance vehicles.

The upshot is that US government
revenues have been steadily falling.
‘Thoseuncollected tens of billions of dol-
lars have been masked by the era of zero
US interest rates, which is now coming
toan end. Financing the US government
is about to get much costlier. Biden’s
new law, the Inflation Reduction Act,
will go some way towards levelling the
playing field between underpaid IRS
agents and overpaid corporate lawyers.

But if Republicans regain control of
Congress in November’s midterm elec-
tions, it could prove a short-term vic-
tory. They can simply block the IRS
budget. The societal cost of this latest
disinformation campaign is hard to
count. Millions of Americans now think
the US government is armed, dangerous
and out to get them. It is a whopper of
aliebut lies have awav of takine root.

Conservatives
should beware
of assassins
remorse’

Hannah
White

any in Westminster trace
the origins of Boris John-
son’s downfall to the
Owen Paterson scandal of
November 2021, in which
loyal friends attempted to spare the
former senior minister the loss of his job
over a serious breach of House of Com-
mons rules. Ministers sought to save
Paterson by undermining the standards
committee, the body that had deter-
mined his guilt. But outrage forced the
government into adamaging U-turn.
History is in danger of repeating itself
as the rivals to succeed Johnson ponder
how to handle the inquiry into his own
conduct in office. At the height of par-
tygate, MPs passed — without opposi-
tion—a Labour motion asking the privi-
leges committee to investigate whether
the prime minister had lied to parlia-
ment about parties in Downing Street
that breached Covid lockdowns, com-

The committee’s inquiry has barely
begun, yet johnson’s allies have
launched pre-emptive attacks on both
its members and the process. Ultra-
loyalist ministers Nadine Dorries and
Jacob Rees-Mogg have argued that the
inquiry should be halted.

One might expect Rishi Sunak and Liz
Truss, the two remaining candidates in
the leadership contest, to dlstance
th Tves from their pred
mistakes. That would allow the due
process of the inquiry to take place and
the consequences, which could see him
ejected from the Commons, to play out.
But it is not that easy. Neither has been
keen to criticise Johnson, and Truss has

gone as far as to say that — given the
chance — she would vote to stop the
committee’s inquiry.

This position is designed to appeal to
Tory members, who are choosing the
next prime minister. Polling suggests
that among the grassroots Johnson
remains wildly more popular than
either candidate. Meanwhile, among
Conservative MPs, a severe case of
“assassin’s remorse” appears to have set
in. There islittle appetite to see Johnson
ejected from parliament to cap the
indignity of having been removed from
thetopjob.

But, should she win, Truss’s pledge to
thwart the privileges committee inquiry
ought not to survive the transition to
power. The new PM will have to switch
focus rapidly from pleasing the narrow
party selectorate to wooing the elector-
ate. Polls indicate that a majority of vot-
ers continue to believe it was right for
Johnson to step down. Many would take
a dim view of any attempt to halt the
inauirv into whether he lied. seeine it as
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lican senator who oversees the IRS, sug-
gested on a Fox News show that an IRS

abolished. Add to that list the US Fed-
eral Reserve and the departments of
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tions are into llleged fraud on lhe
Earned Income Tax Credit, for which

edward luce@ft.com

Jie

hen President Xi Jin-

ping came to power

in 2012, his vision was

for China to become a

leader of the global
south. His Belt and Road Initiative,
launched in 2013, and the Global Devel-
opment Initiative, which Xi announced
at the UN General Assembly in Septem-
ber last year, are tools for projecting
Chinese influence in the developing
world.

Whether the GDI succeeds will serve
asa test of China’s economic statecraft.
The keyword in Beijing’s description of
the initiative is sustainability, with the
emphasisless on physical infrastructure
projects, and more on poverty alleviation
and sustainable development through
grants and capacity-building, all with
the stamp of approval of the UN’s 2030
Sustainable Development Goals.

China faces a new test of its economic diplomacy

The GDI has attracted less criticism
thus far in the west than itsolder sibling,
the colossal BRI with its reputation
for opacity and a lack of financial sus-
tainability.

Nevertheless, it displays many of the
distinctive characteristics of past grand
Chinese initiatives. It is fluid in nature,
opaque in implementation and flexible
in the measures used to deliver projects
and offer grants. This has long been the
preferred style of Chinese political
elites. Former Chinese leader Deng
Xiaoping described his ethos for reform
inthelate 1970s as “crossing the river by
feeling the stones”.

Xi has adopted the same approach
with the GDI. Deng used this tactic for

about the nature of one-party rule in
China and the belief that policy is
immaculately planned and executed
from the upper echelons of Xi’s team.
This may lead to unrealistic expecta-
tions among the developing countries
participating in the GDL. In fact, the ini-
tiative requires laborious co-ordination
between various ministries, agencies

the domestic economy at a time when  and state-owned banksin Beijing.

China was isolated in the aftermath of China has already relhsed that

the Cultural Revﬂlutlon D itsinternational d
ButXineedsth of many areno longer as popular as

countries to achieve his vision, just as
Beijing’s global relationships are becom-
ing more fraught in the wake of the
Russian invasion of Ukraineand atense
military and diplomatic stand-off over
Taiwan.

Another issue is foreign assumptions

they were — partly because some of
these projects carry serious risks for
participating countries without proper
due diligence. In the case of the GDI,
China should focus on producing a clear
and concrete action plan tailored to spe-
cific regions and themes. This would

enhance the scheme’s clarity and finan-
cial credibility.

But the eventual success of the GDI is
not only dependent on China’s money
and capability. Italso relies upon the co-
operation of around 60 countries that
are already part of a GDI “Group of
Friends” established within the UN in
January 2022. For many countries in
this group, the ravages of the Covid-19
pandemic have exacerbated problems
with already fragile social welfare net-
works. These states, many of them
extremely vulnerable, crave meaning-
ful assistance rather than diplomatic
bromides.

In the past two decades, China has
poured hundreds of billions of dollars
into building physical infrastructure
across the developing world. Mean-
while, many of the countries involved
have pinned their hopes on China, as
well as theadvanced economies, contin-
uing to finance poverty alleviation pro-
grammes and publichealth provision.

But Beijing’s spending spree must
come to an end as it grapples with its
own economic woes. This presents
«China with a dilemma: can it tighten its
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belt while also maintaining close rela-
tions with developing countries? Beijing
has sought to solicit their support in the
multilateral institutions, notably on
issues related to Taiwan.

The ultimate test of Beijing’s eco-
nomic statecraft is whether it can
engage with developing countries
beyond relationships built on financial
resources and diplomatic capital. show-
ering cash on these places is not always
guaranteed to win hearts and minds.
China must show that it understands
‘what such economies really want from
their interactions with it and what they
fear, based on their experiences of past
initiatives.

Beijing should avoid the mistakes it
made with the BRI, and instead focus
on high-quality project delivery and
bringing real benefits to participating
countries. This requires more than
merely forming a Group of Friends,
‘which promises much but risks deliver-
inglittle.

The writer is senior research fellow on
China in the Asia-Pacific Programme,
Chatham House

yet another example of politicians will-
ing to apply one rule for them and
anothertotherest of us.

The inquiry’s outcome is not a fore-
2 Tusion. Even if th i
finds Johnsen guilty of misleading MPs,
itmay say there is insufficient evidence
to determine whether it was deliberate
— which he denies. If it is unproven, the
committee may recommend a sanction
that falls short of the suspension from
parliament of 10 days or more required
to trigger a challenge in his constitu-
ency. Even if it does recommend a seri-
ous sanction, this would still need to be
endorsed by a vote of all MPs.

There is an important convention
that Commons business, including
internal inquiries, disciplinary proceed-
ings and votes on procedure, should not
be subject to political influence.
Although weakened by recentbad prac-
tice, this endures because it is essential
that the Commons should be able to
maintain its rules and make judgments
without becoming politicised. Politi-
cians of all parties behave badly on occa-
sion; MPs must be able to hold them to
account. And governments should
always be wary of using their majority to
set precedents they would not want to
seeopponentsrely on in power.

The Johnson administration wasted
significant political capital and under-
mined its credibility by defending in-
appropriate behaviour. The new PM
should beware repeating such mistakes.

The writer is acting director of the Institute
for Government, a think-tank
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Energy support scheme:
blunt instrument

The numbers are numbing. An energy
support scheme mooted by UK energy
group Scottish Power has a price tag of
more than £100bn over two years.
That eye-watering sum is based on a
£2,000-a-year discount for households.
Taking no account of extra help needed
by other users, it would be a blunt
solution to a complex problem.
Suppliers would cover the gap
between a household’s £2,000 cap
and wholesale energy prices —
assumed to average £4,000 — usinga
fund underwritten by the government.
It would be paid off through taxation or
levies on bills over the next 10-15 years.
Politicians in continental Europe
have already introduced similar
measures. Greece is covering 94 per
cent of the increase in power bills for
most households next month. It will
spend almost €2bn in September.
Orthodox economists disapprove.
Such blunt instruments help richer
households that can afford higher bills.
They reduce incentives to save energy.
Moreover, price support might be
needed for far longer than two years.
Global demand for liquid natural gas —
at 20mn tonnes a year — is growing at
twice the pace at which countries are
adding new capacity, says Bernstein.
Significant amounts of new LNG
supply will not reach the market until
midway through the decade. Energy
transition risks have hit investment.
Even if high prices attract more capital,
itwould take four to seven years for
new LNG projects to start production.
Europe bought 74 per cent of US LNG
exports in the first four months of
2022, more than double last year’s
share. But demand from Asia could
rebound strongly once China's
pandemic restrictions ease. Though

needed urgently. But they also need to
be carefully designed. Withdrawing
price-suppressing measures is
notoriously difficult for politicians.
They should beware of short-term fixes
that can turn into long-term problems.

Aveva/Schneider:
goodbye, stranger

Another day, another underperforming
UK business poised to succumb to a
foreign takeover. France’s Schneider
Electric has confirmed its interest in
buying Aveva. The horror of
protectionists will only be partially
assuaged by the industrial software
group’s low profile and the fact that the
French would-be bidder owns 60 per
cent already.

Aveva shares rose more than 30 per
cent, valuing the group at £.9hn Rfcent

Richemont/YNAP: jumbled sale

The Swiss luxury group has put an estimated €4bn of cash info YNAP, which it is now offloading to rival
Farfetch for a knockdown price. Share prices for online luxury retailers have fallen sharply as sales have
disappointed. Eliminating YNAP's losses from Richemont will af least boost lagging refurns on equity.

Richemont has put nearly €4bn in YNAP in total

: Va}lgations and returns

performance has been disapp:

If Aveva is bought, the event may be
mourned more by patriotic pundits
with deadlines than investors with cash
on the line.

Aveva is one of the UKs few big
remaining listed technology
businesses. But only a tiny fraction of
sales originate in the country. That
reflects a focus on the energy industry.

The UK listing is a legacy of the
group’s founding in Cambridge, where
it produced computer-aided-design
software. Schneider arrived in 2018,
merging in its own industrial software
assets in return for a controlling stake.
since then, the group’s pursuit of a
“software as a service” subscription
model has rankled with investors.

That ambition has been a double-
edged sword. Near-term earnings have
fallen as smaller recurring
subscriptions replace chunky one-off
licence sales. Lost Russian sales and
margin-eroding cost mﬂ:uon hlve

ded Aveva’s

Russia is pivoting to China, the existi
pipeline capacity limits flows.

The risk of an extended gas crunch
underlines the importance of targeting
help, though drawing the line will be
hard. Half of all households could fall
into fuel poverty without intervention,
the boss of French energy group EDF
said this week. One option would be to
limit the number of discount units of
gas per household. That would reduce
the benefit to wealthier customers,
typically living in large houses.

Measures to ease the gas crisis are

The latest hiccup came in July, when
the group warned that annual
recurring revenue growth over the
previous year was just 11 per cent, well
below the expected 15 per cent.

That helped wipe almost half the
value off Aveva shares in the past year.
The stock has underperformed the
FTSE 350 Software index by almost 40
per cent. Yesterday’s rise in shares left
them at a valuation of 22 times forward
earnings. That represents a modest
premium to the UK sector but still
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BeReal/social media:
get real

Launched in 2020, the app has
reached the top slot in Apple’s free Us
app charts this year, according to

BeReal. But BeReal will struggle to

Instagram is for influencers and SensorTower. Its popularity was
Facebook is for boomers. Young social boosted by “ambassadors” paid to
media users who want t ct with students to sign up.
friends have to look elsewhere. The Investors include Silicon Valley
app of the moment is French start-up venture capital firm Andreessen

Horowitz. This July, BeReal’s reported

in action. The app sends a push
notification once a day at random

exceed its novelty status. valuation rose from $150mn to

1f you h: agroup of $660mn. book d Instagram is
freeze, pull out their phones and takea | soimpressed that it is reported to be
selfie you may have witnessed BeReal working on its own version of a daily

photo-sharing feature.
So far, BeReal is revenue-less. In

only post photos once a day they will
not spend much time on the app. And
while snaps of a friend’s daily dog walk
might be amusing, not many users will
‘want to pay a subscription to see it.
BeReal has less in common with
Snap and Facebook than shortlived Yo.
Launched in 2014, its only function
‘was to send users’ friends the message
“yo”. At the height of its popularity it
‘was the most downloaded US social
media app. Two years later it shut. The
founder said he wished he had charged
users from day one. It is a lesson
BeReal’s creators should have heeded.

commitment. Its overall equity
commitment comes in at less than
$1bn. Moreover, private capital firms,
particularly in infrastructure, often
prefer to put long-term capital to work.
Is Intel a sure thing? Hardly. In its
last quarter, it missed revenue
forecasts. Shares are down 34 per cent
for the year. Atleast shareholders can
be reassured it is not short of cash.
Lex on the web
For notes on foday’s stories
go to www.ft.com/lex
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1 Churches grasping a new opportunify
®

4 Start fo shroud face with cape, revealing
conceit ¢
10 Musical group overwhelmed by endless
nasty, harsh crificism (7)
1 Fditina loses volume. then turns louder
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(9]
12 Standard portion of protein or meat (4)
13 Italian citizen staggering info a plane

o)

15 Ruling on information technology,
primarily (6)

16 On the whole, boring thing rang out
loud (34)

20 Introduce American narcofic with
nothing taken out (5.2)

21 Proceeds company invested in
abandoned mine (6)

24 Coward, perhaps, unusually wary in
sticky situation (10)

26 NicK's positive response in Germany and
Israel (5)

28 A series of four letters enfertains an
Asian

29 Boy captures French director in channel

30 Exercises for singer if legs go wobbly (8)
31 Box, for example, in extremely soft way
3

DOWN
1 Keen to take over outlet in place of exile

2 Curiously agree with lots of frusted
friends (5.4)

3 Josh is under Charlie’s bed (4)

5 Cut back in funds? Nothing replaces
European domination (8)

6 Piece of office equipment popular after
many become involved in craft (10)

7 Live departures with a twist in the fail
©)

8 Upcoming races taking in northern

beach (6)
9 Many ships are fast (5)

1 Knit pants | wear, even fighter at the
front (10}

17 See fine boxer, with first of knockouts,
start to earn double (9)

18 Calling on one fo protest in very good
surroundings (8)

19 Ring wife about large rears becoming
muscular (4-4)

22 Special crest associated with southern
states (6)

23 Spirit that's surrendered on dying? (5)

25 Heavenly messenger turning up in
musical, eg “Nafivity!” (5}

27 Reportedly overcrowded settlement (4}
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and starting point for your light-speed research. Let us show
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