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Beating malaria

From Covid vaccine to the next big
breakthrough — INTERVIEW, PAGE 15

Deadly floods
Pakistan toll
tops 1,0OOO

A man rides a makeshift raft in the
Charsadda district of Khyber
Pakhtunkhwa province in Pakistan
yesterday after heavy monsoon rains
triggered widespread flooding.

More than 1,000 people have been
killed across the country by floods since
mid-June and the extreme weather has
affected 33mn people, officials
estimate.

The worst flooding to hit Pakistan for
atleast a decade also imperils its eco-
nomic recovery, wiping out crops such
as rice and cotton. Teday, the IMF’s
board is expected to approve $1.2bn to
shore up Pakistan’s foreign currency
reserves, which have dropped to around
five weeks’ worth.
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Policymakers warn of challenges

in tackling new era of inflation

e Central banks face rates conundrum & ECB talks of ‘sacrifice’ ® Developing nations at risk

COLBY SMITH
JACKSON HOLE, WYOMING

Central bankers face the most challeng-
ing economiclandscape for decades and
will find it harder to root out high infla-
tion in the coming years, top officials
and policymakers have warned.

The world’s leading economic author-
ities sounded thealarm about the forces
working against central banks as they
combat the worst inflation in decades at
a gathering of key policymakers in Jack-
son Hole, Wyoming. Many said that the
global economy was entering a new and
tougher era.

“At least over the next five years,
monetary policymaking is going to be
much more challenging than it was in
the two decades before the pandemic
struck,” Gita Gopinath, the IMF’s

deputy managing director, said. “We are
in an environment where supply shocks
are going to be more volatile than we’ve
been used to, and that’s going to gener-
ate more costly trade-offs for monetary
policy.”

David Malpass, president of the wWorld
Bank, warned that central banks’ tools
were ll-suited to address supply relan:d
inflationary pressures,

member of the European Central Bank,
‘warned: “There are valid grounds to
belleve that policymakers will ﬁml
Ivesinaless

ment over the medium term — one in
which shocks are potentially larger,
more persistent and more frequent.” As
a result, a larger “sacrifice” would be
needed to tame. inflation than in previ-
ou i he said

advanced economies.

“Rate hikes are having to compete
with lots of friction within the econ-
omy . .. that’s the biggest challenge that
[central banks] face,” he said. “You're
hiking rates in the hope of reducing
inflation, but it is being counteracted by
somuch friction within the supply chain
and production cycle”

Isabel Schnabel, an executive board

Key ﬁgures at both the US Federal
Reserve and the ECB have made
“unconditional” pledges to restore price
stability in recent days. But Jay Powell,
Fed chair, warned on Friday that asa
result a “sustained period” of slow
growth and a weakening of the labour
market were likely.

Gopinath said that the ECB faced par-
ticularly acute trade-offs. There was “a

real risk” that a stagflationary environ-
ment of languishing growth and high
inflation would emerge in Europe, given
the intensity of the energy crisis caused

by the Ukraine war, she said.
Malpass said that developing econo-

Isabel Schnabel,  mies L i bl
an ECB board asglobal ial i d.
‘member, has “Part of it is higher interest rates and
warned of a they have a lot of debt outstanding, so
climate where that increases both their debt service
“‘shocks are «costs but makes it harder for them toget
potentially new debt,” he said. “The added chal-
larger, more lenge is the advanced economies draw-
persistent and ingheavily on global capital and energy
more frequent” resources, creating a lack of working

capital for new investments [else-

where]”
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» Norway’s energy plan sparks anger
Norway’s proposal to cut electricity exportstoits
neighbours amid concerns inOslo over hydro
generation has been branded dangerous, selfish and
agift to viladimir Putin by the power networks in
Denmark, Finland and Sweden.— pace 2

» Intelligence agencies assess Trump files
Pl P - b

through White House documents seized from
Donald Trump’s Florida home to determine whether
national security has been compromised. — Pace 4

» Boom pitches new supersonic jet dream

Supersonic aircraft group Boom

isbattlingto convince sceptics

that the technologyand the \:‘ééi"‘“
demand exist to make faster- T
than-sound passenger jets

economically viable— paces [ W

» Consultants hike salaries to woo recruits
"lhpmanagementcunsultants McKinsey, Bamand

Boston C int

th navnmfurn&w taffin 20
years, with base salaries of around $190,000.— PaGe 5
» El Salvador builds mega-jail

El salvador is constructing a prison intended to
hold 40,000 inmates as the country cracks down on
drugs gangs, but human rights groups warn against
arbitrary arrests and deaths in detention.— paGe 3

» Tycoon bets on China property revival
Hong Kong property tycoon Adrian Cheng hassaid
mainland China’s real estate crash hasreached the

b dhi

T
($1.5bn) inland mthenexlyea( —PAGES

» Crossword and Lex have moved
The Lex column, Business Life and the FT
crossword can be found inside today.— pace 13

Streaming surpasses cable
% share of total US television usage the largest share
by delivery platform, July 2022 of US TV viewing
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=@ SIS cable for the first
fime. Netflix
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EU set to halt visas for Russian tourists
but bloc split over complete travel ban

HENRY FOY — BRUSSELS

EU foreign ministers are this week set
to back a suspension of the bloc’s visa
agreement with Moscow in a bid to

grant the travel dncumenls As a first
step, mini litical sup-
port to suspending the EU-Russia visa
facilitation agreement at a two-day
meeting in Prague that begins tomor-

“We are in an exceptional situation
and it requires exceptional steps. We
want to go beyond suspending the visa
facilitation,” said the senior EU official,
adding that deeper changes could be

No Cineworld happy ending | curb the number of travel permits  row, three officials involved in the talks  introduced by the end of the year.
likely as closing credits roll being issued after some eastern mem-  told the Financial Times. However, there is no consensus on
ber states threatened to unilaterally “It is inappropriate for Russian tour- that Brussel 1d
Cineworld’s horror story » PAGE 8 close their borders to Russian tourists. ists to stroll in our cities, on our mari- take. Countries including Germany
Some countries have demanded collec-  nas,” said a senior EU official involvedin  have cautioned against a ban. Josep Bor-
tive action to stop ordinary Russians the talks. “We have to send asignalto  rell, the EU’s chief diplomat, said the
Australia AS700GneGST) | from travelling to the EU on tourist  the Russian population that thiswaris  blocneeded to “be more selective™
China RMB30 | visas,asthebloctries to punish Moscow  notOK, itisnotacceptable.” Finland, Poland and the Baltic coun-
HongKong Hks33 | for its invasion of Ukraine while main- Parts of the 2007 deal relating tofree  tries, which border Russia, could block
India Rup220 | tainingunity its 2’ of government officials and  Russians with tourist visas from enter-
Indonesia Rp45000 Countriesi the CzechRepub-  businessmen were suspended in late  ingtheir territories, citing the Schengen
dapan  ¥S0GncKT) | Jic and Poland stopped issuing visasto  February. A wider suspension would  agreement’s national security excep-
Koea  WAS0 | pycsian tourists shortly after Vladimir  remove preferential treatment for Rus-  tions. With air travel between the EU
Malaysia RMILSO0 | pytin ordered the full-scale invasion of ~ sians when applying for all EU visas, ~and Russ]a suspended, many Russians
::::;:5 R"P:i ?fg Ukraine in February. They have since  requiring more d making tries asa transit route.
Er Se580Gnccsny | demanded that Brussels enacta com-  them more expensive and signi Iy UK haos page 2
Taiwan NTS1L0 plete ban. But others have continuedto  increasing waiting times. FT View page 18
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Norway accused of ‘selfish’ energy plans

Oslo's proposal to boost
its own security of supply
angers Nordic neighbours

RICHARD MILNE
NORDIC AND BALTIC CORRESPONDENT

Norway’s plan to curb electricity
exports as Europe grapples with a
severe energy crisis is a dangerous and
selfish act that risks empowering Rus-
sian President Vladimir Putin, accord-
ingto the Nordic country’s neighbours.
The power grid operators of Den-
mark, Finland and Sweden have taken
the unusual step of warning Norway
that its proposal to stop exporting elec-
tricity amid concerns in Oslo over its
hydro production undermined the

market. “It would be th
country in Europe to do it in electricity.
It would be a very dangerous step and
nationalistic. It’s very selfish behav-
iour,” Jukka Ruusunen, chief executive
of Finland's network operator Fingrid,
told the Financial Times.

“If we don’t work together it will help
Russia. The best way tohelp Russia s to
leave the team,” he added.

The criticism underlines how
Europe’s energy crisis has raised ten-
sions among traditional allies, as power
prices surge following Russia’s full-scale
invasion of Ukraine in February.

As western Europe’s largest petro-
leum producer, Norway will make
record sums from the sale of oil, gas and
electricity this year. But amid growing
worries about how Europe will cope this

‘winter both with high prices and the
availability of energy, its proposal to
curb electricity exports to boost its own
security of supply has sparked anger.
“There is a danger in any national
measure in any situation like this —they

‘It would be a dangerous
step and nationalistic.

If we don't work together
it will help Russia’

are contagious. People might say if Nor-
‘way can do it, so can we. Therefore I
think it’s the wrong approach,” said
Johannes Bruun, director for the elec-
tricity market at Energinet, Denmark’s
grid operator. Denmark was not plan-

ning any retaliatory measures, he
added.

Andreas Bjelland Eriksen, state secre-
tary in Norway’s petroleum and energy
ministry, confirmed that Oslo was look-
ingata mechanism that would curb pro-
duction, and therefore exports, when
the reservoirs that power its hydroelec-
tric facilities “fall to very low levels”.

Any mechanism would be in line with
the “obligations” it has to Europe and
would help the “stability of the entire
integrated power system”, he added.

But neighbours disagree. Ruusunen
noted that Norway was earning “so
much money” following the Russian
invasion. A cut in electricity exports
would also help “populist, nationalist
voices to split the market. In the end,
everybody wouldlose,” he said.

Trygve Slagsvold Vedum, Norway’s
finance minister, sought to calm fears in
Helsinki and Stockholm by pointing out
that they received electricity from the
north of Norway, where reservoir levels
are high and priceslow — unlike in the
south of the country, which supplies
Denmark, Germany, the UK and the
Netherlands. But Ruusunen said there
‘was onlya “very weak” and “very small”
electricity supplyline inthe north.

Norway’s government is under pres-
sure to domore toalleviate rising power
prices at home, particularly for strug-
gling businesses in the south of the
country. The country already provides
the most generous power subsidies in
Europe, paying 90 per cent of consum-
ers’ bills over a certain level.

Martin Sandbu Opinion

Network of operatives primed

to cause chaos and sap morale

in Russian-held territory

MEHUL SRIVASTAVA
AND ROMAN OLEARCHYK

SOUTHERN UKRAINE

JOHN PAUL RATHBONE — LONDON

For months they laid low in occupied
territory — trained operatives, awaiting
instructions from Kyiv.

Their Russian opponents hunted for
them, looking for tattoos that would
identify Ukrainian men as ex-military,
and scouring lists — compiled with the
help oflocal collaborators — of potential
leaders in the Ukrainian resistance.

Many were caught but those who sur-
vived are now part of a new strategy for
the outgunned and outmanned Ukrain-
jan military. With a stalemate on the
front line, Kyiv is trying to reach into
occupied territory to “knock at least [a]
few teeth out of the Russian bite”,
according toone Ukrainian official.

The network of partisans was acti-
vated in late July, just as Ukraine’s elite
Special Operations Forces stepped up
their own missions in the occupied terri-
tories with tactics including the use of
armed drones.

The approach has also been helped by
the arrival of US-made, truck-mounted
guided missile launchers called Himars
that have extended the reach of the
Ukrainian military as far as 80km
behind the Russian front lines.

The objective was to reach behind the
enemy lines “and teach them chaos”,
said the Ukrainian official, who asked
not to be named when discussing mili-
tary strategy. “Just because they have a
meat grinder doesn’t mean we have to
runinto it,” the official said, referring to
Russian forces’ artillery barrage.

The attacks have forced the Russians
to spend time and resources defending
their rear bases, slowing their ability to
move supplies towards the front.

One of the most visible of Ukraine’s
attacks in occupied territory was the
destruction of an air base in Crimea,
accompanied by a series of blasts that
set the peninsula on edge. Another was
an explosion at a railway bridge in
Melitopol, according to another Ukrain-
ian official.

The Ukrainian efforts sometimes
yield little. In the north, civilian drones

Ukraine. Counter-offensive

Kyiv activates partisans behind enemy lines

Direct hit: smoke
rises from the
direction of Saki
air base this
month and,
below, a
Ukrainian
special
operations team
trains near

Kharkiv — ap vein
ActasjAnadolu Agercy
Gty lmeges

search out Russian artillery units. But
successful hits are rare, the second offi-
cial said, and Russian armaments have
continued to target Kharkiv, Ukraine’s
second-largestcity.

In the south, another military official
said, Ukraine sends two-man teams of
snipers on week-long missions into the
forested no man’s land between the Rus-
sian and Ukrainian positions. The aim is
to pick off senior military commanders.
“It’s very difficult work, very slow, very
dangerous,” said the second official.

“But they are chasing high-value targets
— even one success is big”

1n occupied cities such as Melitopol,
partisans have shown their hand in
recent weeks with a series of small
explosions, including the bombing of a
car driven by a Ukrainian collaborator,
said one official.

“That’s what the French resistance
did — softening targets and infrastruc-
ture,” said a retired Britishspecial forces
soldier who has trained the Ukrainians.

The cumulative impact is rattling the
Russians. In Crimea, Russian news
agencies reported that the Black Sea
Fleet commander wasreplaced after the
assault on the saki air base that sent
smoke into the sky and Russian tourists
scrambling from beaches.

“The Russian system is busy seeking
to allocate blame,” a western official
said. The Crimea attacks, he said,
underscored Ukraine’sability to operate
behind Russianlines “due to a combina-
tion of incredibly brave people and new
capabilities”.

Whether the efforts have substan-
tially degraded Russian military capa-

TJust

because

they have
ameat

grinder

doesn't

mean we

have torun
intoit’

Lo

bilities is hard to assess. The western
official said the Ukrainians would have
to “sustain [this] level of activity” for it
tohavea i impact.

EU brokers
deal between
Serbiaand
Kosovo to
ease travel

MARTON DUNAI — BUDAPEST

The EU has brokered a deal between
serbia and Kosovo to ease travel
restrictions, removing an issue that
had raised tensions in the western
Balkans.

“We have a deal,” the union’s foreign
policy chiefJosep Borrell wrote on Twit-
ter on Saturday. “Under the EU-
facilitated dialogue, Serbia agreed to
abolish entry/exit documents for Kos-
ovo ID holders and Kosovo agreed to not
introduce them for Serbian 1D holders.”

Kosovo prime minister Albin Kurti
told the Financial Times yesterday that
he now hoped to resolve a further dis-
pute over vehicle registration plates
within two months.

The agreement on Saturday makes
limited symbolic progress in a decades-
long dispute over the statehood of Kos-
ovo and the coexistence of ethnic Alba-
nians and Serbs, which has led to spo-
radic violent protests along the border
inthepastyear.

The former Yugoslav province of Kos-
ovo fought a brief war of independence
that culminated in Nato air strikes
against Belgrade in 1999 as the interna-
tional community feared Serbia would
engage in ethnic cleansing of Albanians
in the region, who represent a substan-
tial majority of the population.

Kosovo unilaterally broke away from
Serbia in 2008. More than 100 nations
have recognised its independence but
Serbia has refused to accept it, as have
several EU nations including Spain,
Greeceand Romania.

Top US and EU envoys toured the
region this week after the failure of talks
in Brussels this month to resolve ten-
sions over Pristina’s decision to demand
special entry-exit documents, on top of
Serb identification documents, unless
Serbia lifted a similar measure for Koso-
wvars. The EU and the US moved in lock-
step as they applied pressure on Kurti
and Serbian president Aleksandar
Vudic.

The Serbian government’s top official
on Kosovo, Petar Petkovi¢, said Satur-
day’s deal meant “Serbs in Kosovo will
be able to move freely with Serbian
identity cards”. Allowing the reciprocal
use of Kosovo identity cards in Serbia,
hesaid, “cannot beinterpreted as recog-
mtmn of [the] unilaterally declared
of Kosovo [and] does not

The Russians have moved their
ammunition depots and command and
control centres away from the frontline
but have continued to use artillery to
‘wear down Ukrainian positions, a strat-
egy thathas given them control of a fifth
of Ukrainian territory.

In the past two weeks, the second
Ukrainian official said, a further 8,000
Russian paratroopers have taken up
positions near Kherson, a city Ukraine
‘wants to liberate, and the region around
the town of Mykolayiv, which is under
constant Russian assault.

“From there, they can move any-
‘where they want in two hours,” he said.
“It’salotofmen.”

still, Kyivhopes its tactics of trying to
reach behind the lines will also have a
psychological impact. “Imagine youre a
Russian soldier and day after day there

pre]udge the determination of the final
status of Kosovo”.

Serbia and Kosovo have also been at
loggerheads over Pristina’s demand that
Serbs in Kosovoshould nolonger use car
registration platesissued by Belgrade.

Kurti said yesterday his government
would give Serbian car plate holders two
months to convert them to local ones.
“Then we hope that we will not see any
‘more car plates which are not legal and
legitimate,” he said. “Thisisnot directed
against Serbs as such, but for the sake of
ruleoflaw and legitimacy.”

Pristina has bet on its pro-western
credentials to promote speedy acces-
sion to Nato and the EU amid the war in
Ukraine, while comparing its position
with Serbia’s traditional closeness to
Russia. Belgrade has rejected that as
d]plomatlc posblmng, But accession is

" P

isabomb you —r]oyou on the of
think that soldier can sleep now?” said | relations with Serbia, which has been a
the second Ukrainian official. candidatetojointhe EU for years.
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n a document that accompanied
last week’s announcement of
]apans blggest U-turn in nuclear

wrnnme tha nmned Gioic

Finally, there was also the sense of
frustration, particularly among busi-
ness leaders, that any pledges to achieve
net zero carbon emissions by 2050 were
hopeless if Japan continued to burn
additional coal, natural gas and fuel oil
tomake up for the lostnuclear power.

“It was the perfect storm,” said
George Borovas, head of the nuclear
practice at law firm Hunton Andrews
Kurth in Tokyo. “Sometimes in politics,
thebestgift you canhave is good timing.

Viahidn fo hovine tht annd mamant in

following the assassination of former
prime minister Shinzo Abe.

Energy security was not the only vul-
nerability that was exposed by the war
in Ukraine. Russia’s invasion made
Japan realise how unprepared it would
be if an increasingly aggressive China
madea similar move on Taiwan.

Kishida will therefore need to juggle
the challenge of rebuilding Japan’s
stalled energy programme, while

Kishida turnsjapan’s pbWer woes into nuclear opportdhity

nuclear power, the business community
believes them to be worth taking to
enhance]apan s industrial competitive-

Crucla]ly the tide has turned globally,
with a broader rethink in nuclear strat-
egy happening across Europe and the
US. Hiroyuki Tezuka, a fellow at the
International Environment and Econ-
omy Institute, says that Kishida could
evenmake the nuclear restartintoa for-

eign policy issue.

A nerding tn Tamaleak actimatan 3
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] by maycais, we muia e
was used seven times. The single
‘word encapsulates why prime minister
Fumio Kishida has risked political capi-
‘tal to end a paralysis that has hung over
the energy sector since the Fukushima
Datichi nuclear disaster in 2011
First, there is the global energy crisis
and soaring commodity prices sparked
by Russia’s invasion of Ukraine, which
have dealt a heavy blow to a resource-
poor country that imports most of its
energy. Then there were the blackout
scares in Tokyo this year, which along
‘with risingelectricity bills h: ftened
public opposition to restarting nuclear
reactors. Nuclear energy generated one-
third of the country’s electricity before
Fukushima but now only six of the 33
operable reactorsare online.

AuBLIUG 10 1AL WAL XL LI
timing to implement something that has
tohappen.”

The prime minister had already
dropped several hints this year that the
government would push ahead with
nuclear restarts. But his sudden
announcement that construction of
more nuclear plants was being consid-
ered, after having repeatedly dismissed
the possibility, came as a surprise.

The big political gamble also comes at
a critical moment for the Kishida
administration. The prime minister’s
approval ratings, which have remained
steady since he took office in October,
have fallen sharply in recent weeks after
questionable ties between the ruling
Liberal Democratic party members and
the Unification Church were revealed

"I'he challenge is not small.
There is still deep mistrust
within local communities
regarding nuclear restarts

revampingits national security strategy
for the first time in almost a decade.

Analysts said a failure in either of
those two pieces of government policy
would have a catastrophic impact on
both the Kishida administration and the
country’s future.

The challenge on both fronts is not
small. There s still opposition and deep
mistrust within local communities
regarding nuclear restarts.

Whatever the risks in reviving

FINANCIAL TIMES

AvuLuLg W 1CsuRAS CouALED, 11
Japan restarted 27 nuclear reactors, the
amount of natural gas it would not need
to buy would amount to about 14 per
cent of the 155bn cubic metres of the gas
Europe imported from Russia in 2021.
That would also free up some natural
resources for developing countries in
Asia.

A successful nuclear reboot could
thus win Japan international credit and
also demonstrate that Tokyoe can act
decisively when it faces a policy crisis.
Failure to follow through, however,
would damage not only Kishida’s credi-
bility but that of his nation.

This is a gamble that the prime minis-
ter can hardly afford tolose.

kana inagaki@ft.com
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Economic chiefs
survey changed
landscape at
Jackson Hole

Unprecedented challenges force
attendees into deep reassessment

COLBY SMITH
JACKSON HOLE, WYOMING

The world’s leading economic authori-
ties waited for two pandemic-stricken
years to meet face to face and trade
ideas about how to tackle the global
economy’sarray of unusual challenges.

By the time they gathered at Jackson
Hole, Wyoming, this weekend, the fear
had taken hold that the economicrela-
tionships that underpin the global order
had fundamentally changed.

Hopes have faded that the two-
decade-long era of low and steady infla-
tion will reassert itself naturally as
Covid’s disruption ebbs. Instead, policy-
makers are implementing the most dra-
matic monetary tightening for decades
inan effort to tackle soaring prices.

The sharp shift in economic dynamics
left attendees at the Federal Reserve
Bank of Kansas City’s annual gathering
doing some soul-searching, despite the
buoyant mood at being back in person

again.

“There s a lot of humility in the room
[about] what we know and what we
don’tknow,” said Gita Gopinath, deputy
managingdirector of the IMF.

The event revealed in stark detail the
faultlines caused by the pandemic and
Russia’s invasion of Ukraine.

“We have the energy crisis, we have
the food crisis, we have the supply chain
crisis and we have the war, all of which
has profound implications for the eco-
nomic performance of the world, for the
nature in which the world is intercon-
nected and, most importantly, for the
relative prices of many, many things,”

Jacob Frenkel, the former governor of
the Bank of Israel who chairs the board
of the Group of Thirty, an independent
group of former policymakers, told the
Financial Times.

Complicating matters are doubts
about just how much policy tightening
is needed in the face of unpredictable
gyrationsinsupply and, in turn, prices.

“Currently, we have to make our deci-
sions against the backdrop of high
uncertainty,” said Thomas Jordan, chair
of the Swiss National Bank. “Inter-
preting the current data is challenging,
and itis difficult to distinguish between
temporary and sustained inflationary
pressure.”

According to Isabel Schnabel, an
executive board member of the Euro-
pean Central Bank, the next few years
are at risk of being dubbed the “Great
Volatility” — in contrast with the past
two decades, which economists called
the “Great Moderation” because of its
relatively tranquil dynamics.

Head of the Bank of Korea, Rhee
Chang-yong, said the “billion-dollar
question” was whether the world would
revert to a low-inflation environment
after this period of unprecedented
shocks and alarming price pressures.

Many officials believe the structural
forces that kept price pressures in check.
— chiefly globalisation and an abundant
labour supply —havereversed.

“The global economy seems to be on
the cusp of a historic change as many of
the aggregate supply tailwinds that have
kept a lid on inflation look set to turn
into headwinds,” warned Agustin

Uncharted
territory: New
York Fed chair
John williams,
left, Fed vice-
chair Lael
Brainard,
centre, and
chair Jay Powell
take a break at
the Jackson Hole
meeting on

Friday— psvaraul
Morms/Bloomberg

Carstens, general manager at the Bank
for International Settlements. “If so, the
recent pick-up in inflationary pressures
may prove to be more persistent.”

Sceptics of this view say they are con-
fident the world’s leading central banks
will be able to ward off entrenched high
inflation. Jay Powell, US Federal Reserve
chair, said on Friday the central bank
would “keep atituntil thejobis done”.

“Theissue central banks need to focus
on is not establishing inflation credibil-
ity,” said Adam Posen, president of the
Peterson Institute for International Eco-
nomics. “The issue is redoing the strat-
egy and the inflation targets for a world
where you are going to have more fre-
quent and larger negative supply
shocks”

The 2 per cent inflation target that
central banks in advanced economies
have mostly abided by for decades came
up repeatedly throughout the confer-

ence, with economists suggesting that it
might need to be adapted to fit a more
fractured global economy.

Long before the inflation surge, the
Fed in 2020 announced it would target
inflation at a 2 per cent average over
time, in order to make up for past peri-
ods of undershooting the target. Last
‘year, the ECB said it would tolerate infla-
tion temporarily rising above 2 per cent
attimes.

“If you are coming down to 2 per cent
and you can shorten the amount of low
growth you need and also move toa bet-
ter regime in the long run, because you
are less constrained by the zero lower
bound, it seems to me like a win-win,”
said Maurice Obstfeld, the former chief
economist of the IMF, told the FT.

Many economists advocated a
3 per cent inflation target. According to
Stephanie Aaronson, a former Fed
staffer now at the Brookings Institution,

‘There is
alotof
humility in
the room
[about]
what we
know and
what we
don't know

Gita Gopinath.
IM!

itwould give central banks more flexi-
bility to look beyond supply shocks and
support the economy in downturns.

When and how the Fed and other cen-
tral banks approach changes in their
mandates will be critical, given their
tenuous control on inflation and the risk
that households’ and businesses’ expec-
tations of future price increases could
become entrenched.

Karen an economics professor
at Harvard University who previously
worked at the Fed, said it would be “very
risky” for the US central bank and its
counterparts to even broach the topic
until they have reined in inflation.

“They need to do everything they can
to preserve their credibility — and
maybe, in some cases, restore their
credibility — but they are going to have
to think hard about what that new goal
should be
Rana Foroohar Opinion
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Agencies to assess Trump document risks

Intelligence officers will
judge whether national
security was breached

KIRAN STACEY — WASHINGTON

US intelligence officers will scour the
sensitive documents seized from Don-
ald Trump’s Florida resort this month to
see if national security might have been
compromised.

Avril Haines, the director of national
intelligence, has told members of Con-
gress that her office will lead a review
into what FBI agents took from Mar-a-
Lago as part of their investigation into
whether the former presidentbroke the

Meanwhile, governmentlawyers have
until tomorrow to give a fuller account
to the courts of what they recovered in
the search, as both sides gear up for
another week of legal proceedings.

In her letter, which was first reported
by Politico and has been seen by the
Financial Times, Haines said: “The
Department of Justice and the Office of
the Director of National Intelligence are
working together to facilitate a classifi-
cation review of relevant materials,
including those recovered during the
search.”

Her office would “lead an intelli

The letter was welcomed by Demo-
cratic leaders in Congress. In a joint
statement, Adam Schiff, the chair of the
House intelligence committee, and Car-
olyn Maloney, the chair of the House

‘This is disgusting. No
president should act
this way, obviously’

Adam Kinzinger, Republican

underpinned the August 8 search of
Mar-a-Lago. The document gave little
sense of what was contained in the files
retrieved during the raid but did shed
light on the 15 boxes of material Trump
returned tothe government in January.
According to the filing, those boxes
included 184 classified documents, of
which 25 were marked top secret. They
included markings that suggested they
contained information about human
intelligence sources and intercepted

oversight committee, said: “It is critical

community assessment of the potential
risk to national security that would
result from the disclosure of the rele-
vantd 2

law in his handling of those d

that the [i ity] move
swiftly to assess and, if necessary, to
mitigate the damage done.”

It came after the justice department
released portions of the affidavit that

Democrats said the affidavit showed
Thowserious the accusations being made
against the former president are, while
some Republicans have also agreed.

‘Adam Kinzinger, one of two Republi-
cans who sits on the House committee

investigating last year’s attack on the
Capitol, said yesterday: “This is disgust-
ing in my mind. And no president
should act this way, obviously.”

A judge on Saturday ordered govern-
ment lawyers to provide more informa-
tionabout the documents they seized by
‘tomorrow.

The judge, Aileen Cannon, who was
appointed by Trump, said in her ruling
that the justice department should file a
fuller receipt of the documents under
seal so it would not be publicly accessi-
ble. she intended to accept the former
president’s request to appoint an inde-
pendent official to review the docu-
ments as well. But she will make her
final decision after a full hearing on the
matter on Thursday.

Pakistan
floods hit
millions and
wreak havoc
on economy

BENJAMIN PARKIN AND
FARHAN BOKHARI — ISLAMABAD

More than 1,000 people have been
killed and nearly 1mn homes damaged
in the worst flooding to hit Pakistan in
atleast a decade, as thelatest in a series
of climate change-induced catastro-
phes imperils its economic recovery.

Torrential rains and flooding have
swept through Pakistan inrecent weeks,
hitting Sindh, Balochistan and Khyber
Pak three of the country’s

Bolsonaro and Lula focus

MICHAEL POOLER — BELO HORIZONTE

Down a residential alleyway where
telenovela soap operas vie for attention
with barking dogs, Vitoria Carolina has
a disheartening message for Brazilian
president Jair Bolsonaro and hisre-elec-
tioncampaign.

The unemployed 23-year-old is glad
of a recent increase in welfare payments
for the country’s poorest, a crucial tar-
get demographic for the far-right popu-
list. But she is adamant that the extra
income will not sway her at the ballot
boxin October.

“It is just a strategy to win votes. It
isn't going to influence mine,” she says
from the outskirts of Belo Horizonte,
the capital of the south-eastern state of
Minas Gerais. Like many other resi-
dents in the deprived hillside commu-
nity of Granja de Freitas, she remains
loyal to Bolsonaro’s leftwing rival Luiz
Indcio Lula da Silva, the former presi-
dent whose party built the social hous-
ingin which theylive.

As Latin America’s largest democracy
gears up for the most heated contest
since its military dictatorship ended
almost four decades ago, the two leading
contenders are trying to make inroads
in the bellwether state. Home to the
country’s second-largest population of
voters —16mn, or about one in 10 of the
electorate — Minas Gerais has been car-
ried by every successful candidate since
the restoration of direct presidential
elections in 1989.

In a campaign in which the economy
and squeezed living standards are at the
forefront, Minas Gerais and neighbour-
ingstates of Sio Paulo and Rio deJaneiro
will be “the key battlefield”, according
to Mauricio Moura, chief executive at
polling company Ideia BigData.

Lula, the frontrunner to win the elec-
tion according to polls, chose Belo Hori-
zonte to host his first official rally this
month. Days earlier, Bolsonaro
launched his campaign in Juiz de Fora,
another city in Minas Gerais, where four
years ago he was stabbed and almost
killed while on the stump.

In 2018, citizens tired of corruption

Latin America. Presidential election

Brazil rivals battle for crucial Minas Gerais state

Flying the flag: supporters of the
leftwing presidential candidate

Luiz Indcio Lula da silva at a rally in
Belo Horizonte this month. Lula has

a strong lead in voter intention polls
an Abreu/Sopa ImagesLighiRockel/Geiy Images
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evangelical Christians. But the 67-year-
old’s ratings have suffered from the eco-
nomic fallout of Covid-19 and discon-
‘tent with his handling of the pandemic.

Nationally, Lula has 47 per cent of first
round voting intentions compared with
32 per cent for Bolsonaro, according to
the latest polling by Datafolha.

‘With its diverse social and economic
make-up, Minas Gerais holds clues asto
‘whether Bolsonaro can continue to nar-
row the gap to his 76-year-old rival, who
‘was president for two terms between
2003 and 2010. Larger than mainland
France, the landlocked state has a
strong agribusiness sector, rich mineral
deposits and a steel industry. But it is
also marked by impoverishment, espe-
ciallyin its northernregion.

Known as Mineiros, the state’s inhabit-
antstend to be conservative and moder-
ate in their political outlook, according
‘to Paulo Paiva, an economist at the
Fundagfio Dom Cabral business school
in Belo Horizonte. Many low-income
‘voters in the urban peripheries who tra-

voters “will give Bolsonaro a greater
vote than the polls say”. Almost two-
thirds of voters in Belo Horizonte
backed the far-right politicianin 2018.

Inthe city centre, cab driver Vinicios
Costa da Silva praised the social
advances made in Lulas first term. But
he grew disillusioned by the corruption
scandals that tainted the PT.

‘[Bolsonaro has] reduced
corruption alot. I think
with four more years he
will achieve his goals’

Confectionery entrepreneur Geraldo
Miagella, 45, from Abaeté, a city about
200km north-west of Belo Horizonte,
also said he voted for Lula in the past but
would back Bolsonaro again. “He’s
reduced corruption a lot. I think with
four more years he will manage to
achieve his goals.”

The president’s aggressive stances,

accused Bolsonaro of polarising Brazil.
“saviour of the fatherland? He hasn’t
saved anyone,” said Caricatti.

For many voters, economic issues will
matter more than the contrasting world
views of Bolsonaro and Lula. “Lula hasa
positive factor: the memory of people
coming out of poverty,” said Reginaldo
Lopes, a federal PT lawmaker co-ordi-
nating Lula’s campaign in Minas Gerais.

Though unemployment and inflation
are falling, senator Carlos Viana, who is
running for the Minas governorship
with Bolsonaro’s party, admitted it was
“a big challenge” to promote the
improving outlook, as many lower-
income families were yet to feel the ben-
efits.

He hoped the reluctance of some
Mineiros to disclose political views
would play to Bolsonaro’s advantage.
“The Brazilian voter will only decide 15
daysbefore the election,” he said.

In Granja de Freitas, Lucas Henrique
Crepalde de Sousa, 27, who fixes com-
puters and is a driver for a ride hailing

four provinces. Sindh has received
almost eight times the average amount
of rainfall in August, according to gov-
ernment data, wiping out crops such as
riceand cotton.

Officials estimate that more than
30mn people have been affected, or
about 15 per cent of the population, and
thousands forced to abandon their
homes. “It’s the climate catastrophe of
the decade,” climate change and envi-
ronment minister Sherry Rehman told
the Financial Times. “In living memory,
we have not seen such a biblical flood
come to Pakistan.”

South Asia has been beset by extreme

weather events in recent months, with
heatwaves succeeded by torrential rains
that have killed thousands of people
across India, Bangladesh and Afghani-
stan.
The floods have added to Pakistan’s
financial distress. The IMF’s board is
expected today toapprove a $1.2bn dis-
bursement to shore up the country’s
dwindling foreign currency reserves,
which have fallen to around five weeks’
worth of cover for imports. Inflation has
also soared, with an indicator of “sensi-
tive” items suchas food and other essen-
tials rising last week to 45 per cent year-
on-year.

Rehman predicted authorities may be
forced to divert development grants and
potentially budget funding to manage
thefallout.

“we’ll have trouble with our import
bills and foreign exchange reserves will
be impacted because we’ll be importing
food now, in a much larger [way],” she
said. “Once our trade balance is
impacted, the rupee will be further
weakened. We're facing a very tough
time ahead.”

The government is preparing a UN
appeal for humanitarian aid to support.
affected areas and prime minister Sheh-
baz Sharif met foreign diplomats on Fri-
day to push for increased international
aid.

“The ongoing rain spell has caused
devastation across the country,” he said.

Investors had feared that Pakistan
could follow Sri Lanka in defaulting,
though the prospect of upcoming assist-
ance from the IMF, part of a $7bn pack-
age launched in 2019, has largely eased
those concerns.

Chinarecently lent more than $2bn to
Islamabad, while Saudi Arabia has
agreed to renew a $3bn deposit at Paki-
stan’s central bank. Pakistani authori-
ties anticipate more aid from countries
including Qatar.

The flooding has piled further pres-
sure on Sharif’s government as it facesa
sustained political challenge from
former prime minister Imran Khan,
who was ousted this year in a no-confi-
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scandals and political and economic cri-
ses backed the nationalist former army
captain’s platform of anti-graft and
smaller government, while his support
for conservative values won over many
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ditionally voted for Lula’s Workers’
party (PT) backed Bolsonaroin 2018.

which include questioning the integrity
of the country’s electronic voting sys-
tem, h for Mineir

“The dispute will be in the li

tan region among the lower mitridle
class,” he said. He believed wealthier

In Belo Horizonte’s upscale Belvedere
district, Carla Caricatti, 42, a lawyer,

app, is arare voice in favour of the presi-
dent, calling him a “good person” whose
policies have improved Brazil. “I'm
going to vote for Bolsonaro,” he said.

dence vote.

Khan’s poj ity has since surged as
he has pressed for new elections but is
on bail after being charged last week

“But ITwon't tell d here.”

with terrorism offe aspeech.

El Salvador steps up campaign against gangs with mega-prison for 40,000 inmates

DAVID AGREN — MEXICO CITY

El Salvador is building one of the
world’s largest prisons, which will hold
40,000 inmates, many snatched off
the streets by police using emergency
powers.

In the most vivid symbol yet of the Cen-
tral Americannation’s slide into author-
itarianism, president Nayib Bukele has
ordered construction crews to complete
a so-called “Terrorism Confinement
Centre” in 60 days.

Located amid verdant fields and roll-
ing hills in the rural south-east, the
mega-prison will feature 37 guard tow-
ers, eight cellblocks and walls so impos-
ing that Bukele promised it would be
“impossible to escape”.

“El salvador, the most d

Human rights groups have sounded
the alarm about arbitrary arrests,
deaths in detention and families unable

ntact detai ‘but Pukele’s crack-

A May survey from the Central Amer-
ican University (UCA) found nearly
85 per cent support for the state of

down under the hashtag “war against
gangs” is proving popular with Salvado-
reanstired of years of bloodletting.

A state of emergency was declared on
March 27 after gang violence claimed 62
lives on a single Saturday in the country
of just 6.5mn.

Police later rounded up thousands of
supposed gang members in poor neigh-
bourhoods, with press photographs
showing images of them being paraded
in white underwear with hands chained
behind their backs. Bukele slashed their
prison food rations, vowing: “I swear to
God they will not get a grain of rice.”

The Salvad ident has sold him-

countryin the world just a few yearsago,
ison the path tobeing the safest country
in Latin America,” Bukele said last
month. The jail, he tweeted, “will have
space for 40,000 terrorists, who will be
incommunicado from the outside
world”.

Monday 29 August 2022

self internationally as a hip and innova-
tive president, who has courted crypto-
currency investments and made Bitcoin
legal tender. But his domestic image is of
a tough-on-crime president, and the
construction of a mega-prison further
strengthens those credentials.

although 40 per cent of
respondents did not realise their consti-
tutional rights had been suspended.
Nearly 80 per cent of respondents said it
hadreduced crime.

“This country detests the gangs,” said

ik
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Rounded up: suspected gang members are seized by police —siery Esredaiarpicerty

Oscar Martinez, editorial director of the
e et Bl ro.

Faro news

P
“The country is willing to significantly
sacrifice civil rights so long as someone
promisesto solve the problem.”

The El salvador national assembly
renewed the emergency measures for
the fifth time on August 17. Justice min-
ister Gustavo Villatoro reported 50,000

o
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arrests and claimed 77 days without a
single homicid i d. “Itis increa-
singly clear that this is a permanent
state of emergency,” said Celia Med-
rano, a humanrights defender.

Since March 27, human rights organi-
sation Cristosal has reported close to
2,700 complaints of arbitrary arrests
and 69 deaths in detention, with sus-
pects sometimes held with hardened

constitutional court and the judiciary
winning a supermajority in the
assembly in 2021. New laws also put
non-governmental groups under
increased fiscal scrutiny and gag laws
limit what can be reported during the
state of emergency.
“The word NGO is not as popular as it
was before,” said Juan Meléndez El Sal-
wvador, director of the Netherlands Insti-

gangsters, tute for Multiparty Democracy. He said
Families often cannot find informa-  the people his organisation worked with
tion onthe whereabouts of detainedrel-  often limited their participation
atives, said Ruth Lépez, anti-corruption ~ “because they think they are politically
director with Cristosal. persecuted” for doing so.
Bukele regularly belittles the work of The president’s office did not respond
human rights groups and - toarequest for

mental organisations, accusing them of
defending terrorists. He has also
attacked the press and cemented his
control over main institutions.

The president sent soldiers into the
national assembly in February 2020,
then sat in the speaker’s chair and
demanded approval of a loan for secu-
rity equipment.

His New Ideas party sacked the entire

Analysts said the state of emergency
had probably weakened the gangs, at
least temporarily, but only small caches
of weapons had been seized.

The gangs previously used high body
counts asa “bargaining chip” with presi-
dents and “thought Bukele was going to
reactthe same way”, Martinez said.

“But Bukele is not just any leader. He
isaleader with total power.”

Peaky greenback Dollar strength is largely based on its role as the global reserve currency, but change is afoot © rucHIrR sHARMA
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Hong Kong
property chief
plans buying
spree in China

@ Cheng calls end to mainland slide
@ Analysts say market will fall further

PRIMROSE RIORDAN — HONG KONG

Hong Kong real estate tycoon Adrian
Cheng has called the bottom of main-
land China’s property market crash,
saying his New World Development
group plans to invest RmblObn
($1.46bn)inland over thenextyear.

Cheng, chief executive of Hong Kong-
listed New World Development and heir
to the Chow Tai Fook family fortune, is
more upbeat than many analysts, who
say Chinese property pricesin the sector
could fall further amid a liquidity crisis
and a slowingeconomy.

“Now is the bottom, and it’s going to
slowly recover. See, I'm very optimistic

‘Tm very optimistic that
in the next one or two
years it will be recovering
very, very well’

that in the next one or two years it will
be recovering very, very well,” Cheng
told the Financial Times inan interview.
“It’s a good opportunity to start acquir-
ing our war chest, in land and assets.”
Cheng said his group would invest the
Rmb10bn over 12 months on land in
top-tier Chinese cities such as Shanghai,
1 1 dshenzh

New World hasin recent years bought
both industrial land and greenfield sites
in China for development.

The group includes luxury mall brand
K11, which Cheng has used to target the
elite market by combining high-end
retailers, restaurants and art installa-
tions. His 228,500 sqm K11 Ecoast mega
retail development is scheduled to open
in 2024 in Shenzhen, a city of 18mn
across the border from Hong Kong that
is a hub for tech companies such as Ten-

cent. Chengsaid New World group com-
panies’ healthy gearing ratios and capi-
talisation, as well as their experience in
the mainland, gave them an advantage
in the Chinese auction market.

China cut its mortgage lending rate
forthe second time in a year last week as
the People’s Bank of China attempts to
limit the damage from the liquidity
problems pummelling the property sec-
tor. The crisis, which started at devel-
oper Evergrande, has spread through-
out the industry with a wave of defaults
and companies failing to complete
apartments that buyers have already
partially paid to acquire.

“It’s very hard to say “Yes, this is the
bottom’ . . . there is no sign of a strong
recovery,” said Rosealea Yao, a property
market analyst at Gavekal Dragonom-
ics, citing in particular the prospects for
retail property. “The big backdrop is
people are moving from offline retail to
online retail: the demand for retail
space isnot that strong even in the most
popular places.”

Stephanie Lau, a senior credit officer
at Moody’s, the rating agency, said Hong
Kong developers were typically con-
servative and would probably seek
favourable sites in first-tier cities. “Even
if it is seemingly so that there are oppor-
tunities of gettingon cheaper deals . . . T
think most [developers] are approach-
ingit very carefully,” Lau said.

Hong Kong developers have also suf-
fered from the economic disruption
wrought by pandemic border controls
between the Chinese territory and the
mainland. Cheng said there would bea
delay in tenants moving into his new 11
Skies office and retail project in Hong
Kong, which is intended to serve the
region around the territory that the Chi-
nese government is marketing as the
“Greater Bay Area”.

STEFF CHAVEZ — CHICAGO

Boom Supersonic insists it has the
technology and the demand exists to
make ultrafast jet travel profitable
almost 20 years after the supersonic
Concorde went into retirement.

“There’s a need for hundreds, if not
thousands of these aeroplanes,” said
Blake Scholl, chief executive of the
company based in Denver that is fac-
ingintense industry scepticism.

Boom claims to have identified 600
routes where airlines could operate
the Overture, a plane that would
nearly halve the flying time between
some destinations. New York to Lon-
don would go from 6.5 hours to 3.5
hours and Tokyo to Seattle to 4.5
hours from 8.5 hours.

The absence of an engine maker for
the Overture is one of several factors
fuelling aviation industry doubts over
whether it will ever take to the skies.
scholl said Boom was poised to make
an “exciting engine announcement”™
in the coming months, but declined to
say ifithad a partner for the project.

“It’s not just about the engine tech-
nology,” Scholl said. “It’s about some
breakthroughs in the sustainability
and . .. in the business model that
willlead to better economics.”

Boom is developing a four-engine
jet with a maximum cruising speed of
Mach 1.7, or 70 per cent faster than the
speed of sound. Its subsonic speed
would be Mach 0.94, greater than the
Mach 0.75 to 0.85 of traditional com-
mercialjetliners.

The 200ft aircraft would carry
65-80 passengers across a range of
4,250 nautical miles with a full pay-
load. By comparison a Boeing 787-8
can seat almost 250 and travel 7,305
nautical miles. Boom bills the Over-
ture “sustainable” because it is
“designed to run on 100 per cent sus-
tainable aviation fuel”.

Boom has an order book of 130 jets.
Last week, American Airlines put
down a deposit on 20 Overtures with
an option for 40 more, and Japan Air-
lines pre-ordered 20 in 2017. United
Airlines became the first US carrier to
order Overtures in 2021 The orders
have given some credibility to a
project many industry figures doubt.

‘Overture “is a paper aeroplane right
now”, said Kevin Michaels, managing

Crosswinds: several carriers have ordered the Overture but the industry is divided on the project — soom supsonicse

High hopes Supersonic plane maker Boom
struggles to rise above industry scepticism

jts first flight. Plentiful
ply is a requisite for new supersonic
aircraft given that they use much
more energy thana regular plane.

“The economics are always chal-
lenging on something like that,” said
Bruce McClelland, an analyst at Teal
Group. “It’s an exponential increasein
fuel” and “there’s [nowhere] near
enough SAF to meetdemand”.

“To me, this is amassive exercise in
greenwashing. It just boggles my
mind how they’re going to make that
square,” hesaid.

An Overture-like aircraft would
burn seven times more fuel per seat,/
kilometre than a subsonic aeroplane,
said Dan Rutherford, aviation pro-
gramme director at the International
Council on Clean Transportation.

“You're talking about 20 times the
fuel bill per passenger,” Rutherford
said in a tweet. “What airline would
take its most expensive fuel and ear-
markit for the least efficient plane?”

Among other top executives who
have doubts are Ed Bastian, chief

director of Aerod ic Advisory.
There are “so manyissues for Boomto
overcome.1don't expect toseeit.”
Scholl said production of sustaina-
ble aviation fuel would grow rapidly
before Boom’s 2029 target to operate

of Delta Air Lines. “Thave a
lot more questions than answers,” he
told Fox Business. “Until we're confi-
dent that we can actually generate a
reliable return from the aircraft,

McKinsey,
Bain and BCG
boost pay in
war for talent

MICHAEL O'DWYER — LONDON

McKinsey, Bain and Boston Consulting
Group have unveiled one of the biggest
rounds of pay rises for new hires in
more than two decades, as inflation,
booming demand for advice and a tight
labour market force the trio of consul-
tancies to compete harder fortalent.

The firms, which do not publicly dis-
close their pay scales, will increase
annual base salaries for MBA graduates
in the US from $175,000 to between
$190,000 and $192,000, according to
people familiar with the matter.

Top performers will be in line to
receive more than $250,000 in their first
year when performance-related and
signing bonusesare included.

“The last time the consulting industry
had this level of salary inflation was
around the dot.com boom in 1999-
2000,” said Fiona Czerniawska, chief
executive of Source Global Research, a
consulting sector analyst.

Since a brief downturn at the onset of
the pandemicin 2020, consultants have
benefited from a surge in corporate
demand for advice on digital transfor-
mations and M&A as companies
reshape their businesses following the
coronavirus crisis.

The mounting pressure on companies
to reduce their environmental impact
has also been a boon for management
consultancies, which have rapidly built
businesses to provide advice and strat-
egy. One in five firms had to turn away
work because they did not have enough
staff with the right skills, according to
research by Source Global.

The decision by three of the most
prestigious consultanciesto push up pay
underlines the pressure the financial
services industry faces to attract new
recruits. Last year, several major wall
Street banks, including JPMorgan Chase
and Citigroup, lifted salaries for junior
bankers. Corporate law firms have also
beenlocked in an aggressive pay war.

Recruits whe have completed an
undergraduate or masters degree but
who do not have an MBA will also
receive six-figure pay packets.

Base salaries for graduates joining
Bain and McKinsey in the US will rise 12
per cent to $112,000 a year, claim people
familiar with the pay rises.

Their counterparts joining BCG in the
US have been offered $110,000, said a
personwhohad seen ajob offer from the
firm. BCG, Bain and McKinsey declined

that’s not where
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Family-owned conglomerate’s

billionaire chair warns of

tough times for its businesses

CHLOE CORNISH — MUMBAI

The billionaire chair of Godrej Indus-
tries, one of India’s oldest conglomer-
ates, has said he expects a difficult time
for its businesses in Africa, as compa-
nies brace themselves for a global eco-
nomicdownturn.

Godrej has expanded beyond its
Indian home market to Latin America,
Indonesia and Africa, selling products
from pesticides to hair extensions.

But in the coming months, “Africa
could be quite tricky”, said Nadir
Godrej, the company’s chair and man-
aging director. “Even right now it’s
tricky,” he said.

The conglomerate, which is more
than a century old, isamong the compa-
nies working in emerging markets that
are positioning for a slowdown, as cen-
tral banks withdraw pandemic stimuli
and raise interest rates.

The group’s businesses range from
property and palm oil production to
agrichemical products and skincare,
attracting blue-chip international
investors. Singapore sovereign wealth
fund Temasek has a $108mn stake in
listed chemicals subsidiary Godrej
Agrovet.

In Africa, the group’s Godrej Con-
sumer Products unit focuses on hair
products and has bought several per-
sonal and haircare brands since 2006. A
quarter of revenues for its financial year
2021-22 came from Africa, the US and
the Middle East. But annual profits from
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Industrials. Emerging markets

Godrej braced for ‘tricky’ global slowdown

Africa were “very poor” in the final
quarter because of “theft of inventory”
in South Africa, the company said.

“We made many different acquisi-
tions in Africa and it is ch

Ukraine, but1sortof understand where
they [the Indian government] come
”

from”.
He added that in the case of Astec
Lifesci a chemical f

to
put them together as a co-ordinated
whole,” said Godrej. “But we have a new
initiative to improve governance and
build synergies.”

In contrast, Godrej said that “in India
we don’t see much of an impact of the
global recession. We seem to be fairly
isolated fromit.”

Despite his optimism, the most recent.
quarterly results from Godrej Industries
subsidiaries were underwhelming. The
group’s consumer products unit had an
“optically poor” start to the financial
year, Sudhir Sitapati, its chief executive,
told analysts, with quarter-on-quarter
revenue falling in Indonesia and Latin
America, butrising in India and Africa.

Godrej Agrovet increased quarterly
volumes, but said profitability had been
squeezed by rising raw materials prices
and a crash in the domestic price of soy-
abean meal, which is used for animal
feed, that left it with an expensive back-
log. Balram Singh Yadav, managing
director, told analysts that its crop pro-
tection business had “goofed up big
time” because of outdated systems.

India’s robust post-pandemic recov-
ery has beenjeopardised by wildly oscil-
lating commodity prices since Russia’s
invasion of Ukraine, which have pushed
inflation to more than 7 per cent. New
Delhi has not condemned or endorsed
its longtime partner Russia’s war, but
Indian oil refiners have benefited from
diverted and discounted Russian crude.

Godrej said his father instilled in him
an “anti-authoritarian” streak and that
his “sympathies are far more with

majority owned by Godrej Agrovet,
sales to Russia had fallen. “They’re only
doing sales on prepayment and they
‘were justabout to ship something where
the Russians pre-paid and then the ship
refusedto carryit ions.”

the rest of the world — maybe fertiliser,
crude oil — and to the extent that Rus-
sia’s forced tosell cheaper”.

Godrej, a keen amateur poet who has
studied Russian and other languages,
chairs the family-owned group from an
office in the company’s east Mumbai
business centre, overlooking mangrove
forests that the family has owned for
decades.

India’s central bank last month intro-
duced a scheme to allow payments on
international trade to be made in
rupees, a move widely seen as aiming to
help Russian and Indian companies
avoid sanctions issues by bypassing the
dollar. Godrej said the company had
“not yet” looked at using rupee settle-
ment “because so far the Russians are
able to pay, either through non-sanc-
tioned banks or other means. But we
could look at it at some time.”

He said that India was likely to benefit
from Russia’s war in Ukraine in the form
of “getting cheaper raw materials [than]

i
Nadir Godrej says India has been
little affected by the global recession

blished in 1897 by Godrej’s great
uncle Ardeshir, a Parsee entrepreneur,
the family business went on to make
locks, soap and safes, as well as manu-
facturing 1.7mn ballot boxes for inde-
pendent India’s first election.

Ardeshir died childless, leaving the
business to histhree nephews, including
Godrej's father. While the businesses are
professionally managed, a fourth gener-
ation of Godrejs is now joining the
group.

“Right now, there is no family mem-
ber who is a CEO,” said Godrej. “But we
insiston playing a strong role in govern-
ance, as well asin strategy”

Like many Indian family conglomer-
ates, the Godrej empire has its share of
succession issues. Nadir, who was
appointed chair of Godrej Industries
late last year after his older brother Adi
Godrej became chair emeritus, must
navigate a complex separation of busi-
nesses between his side of the family
and that of his cousin Jamshyd Godrej.

Jamshyd is chair of privately held
Godrej & Boyce, which straddles 10
industries including aerospace and
owns swaths of land around Mumbai,
India’s financial capital.

The two sides of the family began dis-
cussions on a formal split of the group
last year. Godrej declined to answer
questionsonthe subject.
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Cineworld takes lead role in its own horror story

Chain teeters on brink of collapse with debts nearing $9bn after ambitious expansion collided with the pandemic

OLIVER BARNES AND ROBERT SMITH
LONDON

‘When Cineworld, the world’s second-
biggest cinema chain, admitted how
close it was to collapse earlier this
month, its management said that partof
the problem was a lack of Hollywood
blockbusters to pull in customers.

The company told investors that until
the release of Black Panther 2in Novem-
ber, the “limited film slate” would have
a negative effect on admissions and on
the liquidity of the debt-laden business,
which has been battered by lockdowns
and the exodus to streaming services.

But while there has been a drought of
entertainment on the big screen, an
action-packed thriller played out in
cineworld’s boardroom, as its longtime
bossran out of options. During the pan-
demic, Mooky Greidinger twice brought
Cineworld back from the brink of bank-
ruptcy, persuading his lenders into
agreeingarescuepackage.

He had built his third-generation
family business into a behemoth, riding
a wave of easy credit to take control of
UK chain Cineworld in 2014 and Us-
based Regal Cinemas in 2018.

But now his company’s near $9bn in
debt and lease liabilities — brought on
by ambitious expansion plans colliding
with the pandemic — look dangerously
precarious as ticket sales drag and a
$1bn payout over the botched takeover
of Canadianrival Cineplex looms.

At the start of last week, Cineworld
confirmed that it was planning a Chap-
ter 11 bankruptcy filing in the US, and
similar proceedings in other markets.
The US bankruptcy process is likely to
be initiated within weeks, according to
two people familiar with the details.

Before the pandemic, its stock traded
atabove 180p. By the end of this week, it
was justunder 2p ashare.

A former Cineworld executive told
the Financial Times that resorting to
bankruptcy would be “a serious emo-
tional blow” to Greidinger and his
brother Israel, who serves as deputy
CEO. “They eat, dream and sleep the
cinema business. [Cineworld] was their
baby,” he said. But he added that

The cost of Cineworld’s
expansion

Debt and lease liabilities ($bn)

2017 18 19 20 21
Sources: S&P Capital IQ; Box Office Mojo

Cineworld’s decline
Share price (p)

2020 721 22

Cinemas battling to regain pre-pandemic viewers

Total gross fakings (5bn)

pay back a group of lenders, the people
added. Cineworld declined to comment.

The law firm Kirkland & Ellis, along

with restructuring consultancy Alix-
Partners and corporate advisory firm
PJT Partners, are working on the
restructuring.
But as Cineworld fights for survival,
its executives, investors and industry
rivals have been left to think about the
wider lessons: did its breakneck expan-
sion prove too risky or are its problems
symptomatic of an industry in terminal
decline? “In a normal world, Cineworld
would be heroes right now but because
of the epidemic they got caught out” by
their high levels of debt, said an execu-
tiveatarival operator.

The Greidinger family has been in the
cinema business for nearly a century.
Mooky and Israel’s grandfather estab-
lished his first cinema in Haifa in1930.

But Mooky was the first in the family
to develop a taste for international

ion. He ded the p:
— then called Cinema City — into Hun-
gary in 1997 and subsequently into the
UKandthe Us.

A former Cineworld executive said
the expansion had worked out “very
nicely” until the $2.1bn Cineplex bid
which, regardless of the pandemic, was
“a bridge too far”. Tim Richards, chief
executive of UK cinema chain Vue, had
been working on a bid for the 160-site
Canadian chain but pulled out.

When the Cineworld board met to
approve the Cineplex deal, only one of
the dozen board members raised any
objections. “The final straw that broke
the camel’s back was the Cineplex
acquisition,” said a person familiar with
the discussions. “Nobody was prepared
tostand up to them and say this was the
wrongdeal atthe wrong time.”

In its full-year results in March, Cine-
world said it had “headroom” to cope
with its debts provided Us admissions —
which make up two-thirds of revenues
— returned to 85 per cent 0f 2019 levels
in2022. But, according to data from Box
office Mojo, which tracks ticket sales,
they were only 57 per cent of pre-pan-
demi inthe firstquarter.

FT

FINANCIAL
TIMES

us Uk
12 20
10
e 15
8
6 - 10
&
i = 05
2
0 0
2012 1s 20 22* 2012 15 20 22
* Year to date
‘Unhappy “hubris” had driven them to borrow too
ending: much in pursuit of the goal of supplant-
Cineworld has ing US rival AMC as the world’s largest
confirmed that cinema chain. When the pandemic
it is planning a struck, the businessunravelled.
Chapter 11 During an Israeli court hearingin June
bankruptcy. The  over a dispute about local distribution,
share price has Greidinger said that because of the pan-
plummetedand  demic “our life’s work collapsed”, add-
the company’s ing: “I've been fighting every day to save
Lt b e B o T WA

Atthe end of June, Cineworld was due
to make a $170mn payment to a group
of former Regal shareholders and was
expected to make a payment to banks
for arevolving credit facility. Both were

missed.

“For the last two years, we’ve heard
[from the company] if only they get a
James Bond film, if only they get Top
Gun,” said Barry Norris, chief executive
of Argonaut Capital, who has shorted
the stock since the 2018 Regal acquisi-
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AN UNCERTAIN
WORLD NEEDS
DEPENDABLE
JOURNALISM

Wherever you are in the world and however you
get your news, you can rely on the FT to bring you
expert coverage of how the pandemic is affecting
the markets, business and our daily lives.

Alongside our must-read analysis, opinion and visual
stories, you also can stay up to date with insightful
podcasts such as The Rachman Review and our
regular coronavirus email newsletter briefing.

Read more at ft.com/coronavirusfree
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Uiggestenuers
seem likely to
seize control

WIIAL WE LAVE UULIL. 1 LUPE We Sucieen
butitisn’t certain.”
Once the Chapter 11 filing is complete,
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to take away from the fact that the
underlying business is just crap and

ey Cineworld’s biggest lenders — which e they’ve got too much debt.”
include US investment managers Our life’s Cineworld’s bankruptcy announce-
Invesco, Eaton Vance and State Street — work ment has certainly rattled the wider
will almost certainly seize control of the industry. Last month, Vue, Europe’s big-
company. The remaining Cineworld collapsed. gest privately owned cinema chain,
shareholders will be wiped out in the T've been resorted to a debt-for-equity swap to
bankruptcy process. Greidinger is R stay afloat. AMC, which has even larger
expected to be given a stake in the ﬁghtll‘lg debts than Cineworld, has been boosted
restructured company, according to two every day to in recent years not by strong financials
peoplewith knowledge of the details. but by becoming a “meme stock”, popu-
Therestructuring will also allow Cine- ~ Save what lar amongretailtraders.
world to renegotiate its $4bn of leaselia- we have The pandemic did not just temporar-
bilities and reduce the size of its $1bn A ily shut down the industry, but it has
payout over the cancellation of its 2019 built. 1 hOpC also sped up its decline, according to
deal to take over Cineplex. Cineworld is we succeed industry experts. “The heartland of cin-
still appealing against the payout in the L ema is young people and they broke the
Canadian courts, with a final decision  but it isn't habit and are not returning,” said Alice
dueinSeptember. certain’ Enders, a media analyst. “Cineworld
Another option under discussion as won't be the last cinema to go bust.”

partof the restructuringis to sell Cine- ~ Moolky Additional reporting by

world’s eastern European operationsto ~ Greidinger Christopher Grimesin Los Angeles

Shipping

South Korean shipbuilder bets on methanol

SONG JUNG-A — SEQUL

One of the world's biggest shlpbln]ders

tion works to cut greenhouse gas emis-
sions from ships at least 50 per cent by
2050, with 2008 levels.

expecls orders for por

inth ing decades, as
tougher environmental regulations
intensify a push to use alternative fuel
sources.

The bullish forecast by Korea Shipbuild

Cnmpelirﬁnn to grab a bigger share of
the nascent market is intensifying
between South Korea and China. Build-

tainer ships worth $2.2bn from KSOE to
be delivered starting in 2024. In June, it
floated a tender with shipyards for more
ships operating onmethanol.

French shipping company CMA CGM
has also placed a series of orders for

PRz e e e
cheaper than one deslgnedmuse LNG,
due to tech and

ing & Offshore Engineering comes asthe
company accelerates away from fossil
fuels and competition with Chinese
rivalsintensifies.

“Orders for methanol-fuelled ships
will increase sharply for more than 10
‘years, although LNG [liquefied natural
gas] burning ships will remain the
mainstream for the next two decades,”
chief executive Ka Sam-hyun told the
Financial Timesinan interview.

Analysts expect about 50 methanol
dual-fuelled vessels to be ordered
worldwide before the end of this year as
shipowners in Asia and Europe replace
older container fleets. That compares
with orders for 19 methanol dual-
fuelled vessels placed last year.

The shipping industry is under
increasing pressure to decarbonise as
the International Maritime Organisa-

FINANCIAL TIMES

because methanol does not require
expensive cryogenic bunker tanks and
fuel gashandling systems.

AP Moller-Maersk, the world’s big-
gest container shipping company, has
ordered 12 methanol-powered con-

The global shipping industry is
moving away from fossil fuels

I-fuel container ships
worth about $1bn in total with China’s
Dalian Shipbuilding Industry. “You can-
not replace all fleets with only clean fuel
by 2040. LNG is a transitional option,
but it will last for another generation,”
said Ka. “Eventually, we should move
towards hydrogen ships and electric-
motor ships, butitis still too far off.”

LNG has been widely used as an alter-
native fuel for shipping companies, but
methanol is gaining interest among
shipbuilders. KSOE has won orders to
build 29methanol-fuelled ships.

But analysts said there was a limit to
how much methanol-fuelled fleets can
be expanded.

“shipowners are looking for alterna-
tive fuel sources other than LNG that
can reduce carbon emissions further,”
said Yang Jong-seo, a researcher at
Export-Import Bank of Korea. “Butitis
difficult to secure a large quantity of
methanol to fuel ships.”

ONE STANLEY

EXQUISITE COLLECTION OF

SIDE RESIDENCES
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Name of the Dew elopment: One Stanley

A REFINED ADDITION
TO THE SOUTHSIDE

WEBSITE : WWW.ONESTANLEY.COM.HK*

*The address of the website designated
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One Stanley’s location in the Southside of Hong Kong is
unique and increasingly scarce. Tt is a rare opportunity to
own an ultra-luxurious residence in perfect balance with
two distinctive worlds — land and sca. One Stanley is
driven by a desire to redefine the meaning of sophistication.
It is an unprecedented residential masterpiece in the
Southside of Hong Kong, creating a sense of grandeur
and a new interpretation of luxurious waterfront living.

GLORY OF THE SOUTHSIDE

“This new landmark
is designed to fit in,
with the architecture in
direct dialogue with the
mesmerizing sea”

As one of the most glamorous and historic destinations,
it is on par with the world’s greatest seaside locations
such as the charming seaside town of Porto Cervo in
Italy, the spectacular scenery of Mykones in Greece, or
the glamorous French Riviera in France. There is a
certain charm and romance to life by the seaside.
And the Southside of Hong Kong offers incomparable
views' of

THE ROMANCE OF
SEASIDE LIVING

and ful with

the infinite blue and colourful sunsets provided as your

private source of entertainment.

A NAME e ALLL NAMES

District Stanley | Name of Street and Street Number: 128 Wong Ma Kok Road*
www.onestanley.com.| hk* ‘ The ph()togmph\ images, drawings or sketches shown in this adve t‘ruwmrul/lu omotional material represent an ar tist's impression of the development concerned
only. They are not drawn to scale and/or may have been edited and processed with computerized imaging techniques. Prospective purchasers should make reference to the sales brochure for
details of the development. The Vendor also advises prospective purchasers to conduct an on-site visit for a better understanding of the development site, its surrounding environment, and the
he Vendor for the DE\E]UI)JHEU[ for the purposes of Part 2 of the Residential Properties ( l'u'sL hand Sales) Ordinance,
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Market questions. Week ahead

US jobs growth
on the wane,
say economists

‘Willjobs datasignal asoftlanding
for the US economy?

US jobs data for August are expected to
come in lower than those for July, but
remain in expansion territory — reflect-
inga20th straight month of growth.

Economists project that figures on
Friday will show the US added 290,000
jobs in August, marking a 45 per cent
drop after July’s figure of 528,000 signif-
icantly surpassed estimates.

Jennifer Lee, asenior economist at the
Bank of Montreal, said the August con-
sensus reflects a sea change for employ-
ers, who may still need more workers,
but have adjusted their expectations in
a h@ll labour market where the unem-

rate sits at historical lows.

was not ready to call this a recession. “If
it’s arecession, it'll be the strangest one
ever,” she said. Jaren Kerr

Have soaring natural gas prices
propelled eurozone inflation even
higher?

Eurozone inflation data for August will
by y scrutinised asi q
tion how far the European Central Bank
will need to tighten monetary policy
against a backdrop of soaring energy
costs.

Escalating oil and natural gas prices,
stoked by Russia’s war in Ukraine,
pushed eurozone inflation to 8.9 per
centin July. Economists polled by Reu-
ters expect that llgure to reach 9 per
cent when data are d on Wednes-

“Let’s say you were looking for 12 peo-
ple to hire and you've been finding it
very difficult to find the right people,”
Lee said. “You might be thinking, do 1
really need another 12 people to hire?
Maybe we can get by with only six
[hires] . . . and squeeze alittle bit more
out of the existing workforce.”

Strong worker demand, combined
with a recent durable goods report that
reflected a monthly uptick in business
investment, are indicators to Lee that
the US economy is holding up even as
the Federal Reserve raises interest rates
tocoolit.

Big retailers have cut their full-year
guidance but have still reported strong

day. Jane Foley, head of FX strategy at
Rabobank, said increasing gas prices
had caused investors to have a “real neg-
ative sentiment surrounding the euro-
zone that has built up over the past few
weeks”.

Contracts linked to TTF, Europe’s
wholesale natural gas price, hita record
high above €343 a megawatt hour on
Friday. The ECB is expected to raise
interest rates by at least 0.5 percentage
points at its September meeting in an
effort to tackle record inflation. But
investors are concerned that higher bor-
rowing costs risk tipping the region into
recession.

Germany’s central bank chief has

Jobs push: an
employee at
Home Depot in
California. The

5”1» kell) ) b d "

UK mortgage approvals are expected to
have fallen further in July, continuinga
downward trend caused by rising mort-
gage rates and historically high infla-

rate in the US
sits at historical

lows —oava paut et
Boomberg

tion. polled by Reuters
expect the Bank of England to reveal
that 61,750 mortgages were approved
last month, down from 63,726 in June
and from a peak of more than 100,000
in November2020.

Bucking the trend, Sandra Horsfield,
economist at Investec, said she
expected a small increase [to 64,100]
butadded that “their trend is still point-

Wliaed mm

‘House
prices are
likely to feel
the pull of
gravity
from the
escalating
cost of

living

ing six consecutive policy interest rate
rises by the Bank of England. Market
pricing implies ions that the

Insurance

Climate
litigation risks
pushing up
cost of cover

CAMILLA HODGSON AND IAN SMITH
ON

Climate-related legal action threatens
to push corporate insurance costs even
higher, with the industry warning that
success for activists would force a
repricing of cover that has already
become much more expensive in
recent years.

Businesses face growing legal threats
from activists looking to challenge sus-
e — oy

or untrue and decarbenisation targets
comldered too weak to prnlect inves-
d losse:

In one closely watched battle, envi-
ronmental charity ClientEarth is pre-
paring legal proceedings against Shell’s
executive and non-executive directors
for their alleged failure to set out aroad
map for cutting emissions at an appro-
priate pace.

The coming wave of cases has caught
the attention of insurers, who say the
cost of directors and officers liability
insurance, which covers companies for
such legal claims, could rise if activists
win some big cases.

social and govern-

policy rate will more than double to 4
per cent by early next year from its cur-
rent level of 1.75 per cent, as energy and
consumer prices continue to soar.
Asaresult, 1 Oxford Eco-

ance [issues] are very much on the
agenda of D&O underwriters,” with
environmental concerns “a new and
major issue”, said David Powell, head of

hnical underwriting at the Lloyd’s

nomics forecasts house prices will start
shrinking on an annual basis from next
year, down from the double-digit
expansionofearly thisyear.
“Skyrocketing house prices are likely
to feel the pull of gravity from the esca-

Market Association, which represents
insurers in the market.

D&O insurance prices fell in the sec-
ond quarter, but that was after four
years of rises because of increasing liti-
gation costs. In May, the Bank of Eng-
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sales figures that signal resilience in US
consumer spending. Macy’s and Nord-
strom have in recent days topped ana-
lysts’ expectations for quarterly reve-
nues and Home Depot reported record-
high quarterly sales earlier in August.
Lee said she expected a “significant
slowdown” in the US economy in the
second half of 2022 and inte 2023, but

already warned that inflation will not
subside by 2023 and that the record
energy prices triggered by Russia’s sup-
ply squeeze would push the country’s
inflation to above 10 per cent by the
autumn. Nikou Asgari

Did UK mortgage approvals drop
further in July?

All pages from Financial Times (Asia), Monday, August 29, 2022

ing down — a picture that, as long as
interest rates are rising steeply and eco-
nomic prospects and confidence are
deteriorating, should remain in place.”
In June, the Bank of England’s data
showed that the interest rate on newly
drawn mortgages increased by 20 basis
points (0.2 percentage points) to 2.15
per cent, the highest since 2016, follow-

crunch’

lating cost of l_iving'crunch come
autumn, with the i ing rise to the

land warned that specla.hst D&O poli-

energy price cap settofurther fuel infla-

tion and the spectre of higher interest

rates to combat rising prices upping

borrowing costs,” said Myron Jobson,

senior personal finance analyst at
service provider

investor. Valentina Romei

cies:

related lmgmon_ annhalclaunsmuld
relate to greenwashing, breaches of
fiduciary duties, and to the financing of
emissions-heavy industries, the BoE
said. Even if companies win legal chal-
lenges, D&O insurers typically cover
costsrelated to defending the case.

FUTURE OF RETAIL

Sustainability, Innovation & Customer-centricity

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

Incredible CEOs confirmed for 2022:

Helen Dickenson

British Retail Councif

Mike Hancox

CEO
Yodel

Register now: retai
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Renee Morin
Chief Sustainability Officer
eBay

Peter Jekelby
CEO

IKEA UK & Ireland
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INNOVATIVE LAWYERS
AWARDS EUROPE

13 October 2022 | In-Person Awards
Natural History Museum, London
#FTInnovativeLawyers

SHORTLIST ANNOUNCED

Now in its seventeenth year, the FT Innovative
Lawyers Europe awards will celebrate innovations
from both law firms and in-house teams in the
region. The awards will highlight how law firms
and in-house legal teams are driving innovation

in the legal sector to bring good to business and
society.

To view the full shortlist and book your
table at the awards, please visit:
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Welcome swag bags
Will chocolates and cashmere
socks keep new recruits on side? a v
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Resorting to
brainteasers
is no way to

hire the best

Pilita Clark
Business Life

0 you know what a seventh

minus an eighth is? And

howwould you feel if you

had to quickly spit out the

answer in a job interview?

1f the thought appals, bad luck. The

polls say that, in a matter of days,
Britain will be led by a prime minister
who likes to set this sort of mental
arithmetic test for civil servants in
interviews.

Liz Truss, the frontrunner in the
Tory leadership race, is moreover
“unwilling to appoint those who cannot
promptly say, for example, what a
seventh minus an eighth is”, The Times
reported last weekend.

My first thought on seeing this was
that it was one of the most interesting
things T had read about the oddly
robotic Truss since the contest started
last month. It might explain a lot about
this daughter of a maths professor, who
herself has two maths A-levels.

Also, weeding out the innumerate
from the upper ranks of the
bureaucracy does not strike me as the
worst idea. And some jobs require a
degree of arithmetic capacity.

When I tried the seventh-minus-
eighth test on FT colleagues last week,
the first to pass it in a flash was a

former financial analyst on the Lex
desk.

Most, like me, winced as they groped
for the answer, muttering words like
“denominator” and “numerator” that
had evidently not passed their lips in
years. But they got there in the end,
which is helpful at a place like the
“Financial” Times.

The Truss test is also relatively
straightforward, unlike the craftier
tactics deployed by the likes of Walt
Bettinger, chief executive of US broker
Charles Schwab.

He once told The New York Times
that he invited prospective hires to
breakfast and, having arrived early
himself, arranged for the restaurant
manager to muck up the candidate’s
order to see how they “deal with
adversity”.

This is only marginally better than a
US tech company I once came across
that sometimes asked job applicants to

66The questions make
interviewers feel clever,
but don’t do much to
predict actual job
performance®®

play table tennis after their interview,
‘o see how they managed “challenges”.
Atleast Bettinger’s hapless dining
companions got breakfast.

The trouble with both of these ploys
is they assume people going for a job
‘behave honestly, which they do not.

1f you really want a job at Charles
Schwab, you will almost certainly treat
awaiter politely at breakfast with the
‘boss, no matter how many times you
get an Americano instead of a latte.

‘You will also cheerfully play ping
pong, no matter how much you may
hateit.

Maths ability is harder to fake, but
mental arithmetic tests share another,
deeper defect with the ping pong and
‘breakfast trials. All suggest there isa
special, fail-safe way to hire good
people.

In fact, picking the most suitable
employees is one of the hardest things
‘to get right in any organisation.

Remember this if you are ever
unlucky enough to be asked one of
those weird interview questions such
as, “how many golf balls would fit
inside a 747?” Or “how many haircuts
are done in the US every year?”

The spread of this type of brainteaser
is sometimes blamed on companies

/
S

Kennsth Andersson

such as Google, which has at times used
them in hiring interviews.

But these kinds of questions are
“worthless”, according to Google’s
former head of people operations,
Laszlo Bock. “It’s really just a waste of
everyone’s time,” he wrote in his 2015
book, Work Rules.

The questions make interviewers feel
clever, but they can be practised and
don’t do much to predict actual job
performance, Bock said. So Google had
shifted to a range of measures shown to
predict performance better, such as
tests of practical and cognitive ability.

This underlines the worrying thing
about Truss. Would she really blackball
someone purely because they fluffed
their sums?

Thope not, considering what the
political journalist, Simon Walters,
wrote last week after reading about the
seventh-minus-eighth test.

It reminded him of a meeting he had
with Truss years ago when she was
pushing for schools to teach times
tables and other educational basics.

“What is seven times eight?” he
asked her. Alas, he reported, the
answer she gave was, “54”.

pilita.clark@ft.com

US universities:
Chinese learner earner

Foreign students provide a financial fillip

Enrolments in
the US (000)
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The students are coming. Hundreds of
thousands of fresh-faced students are
descending on college campuses across
the US. In their wake trail parents
hauling sultcases, mini fridges and
Costeo-size jugs of laundry detergent.

College officials will welcome
overseas students with particular
warmth. There was a massive drop in
foreign enrolments in 2020 and 2021
Pre-pandemic, US colleges signed up a
record 1.imn foreign students in the
2018-2019 academic year, according fo
the Institute of International Education
QIE). That number fell fo just over
914,000 in 2020-21.

Most universities expect student
flows o recover this academic year, a
recent IIE survey shows. It cannot come
soan enough. College enrolments have
retreated steadily over the past decade.
Foreign students have emerged as a
key source of income. That is
particularly frue for smaller, less
prestigious institutions in the US
rustbelt. States such as Illinois, Ohio,
and Michigan are among the top-10
receiving the most overseas students.

Foreigners generally pay full fuition
fees. At some state public colleges, this
«can work out fo be two or three fimes
what local students shell out. Cuts fo
state spending on higher education

Economic benefit
Hsbn

2015 2016 2017 2018 2019 2020

over the years mean local students can
be a loss maker.

Foreign sfudents contributed
$28.4bn to the US economy in 2020.
That compares with $40.5bn generated
In 2078. But the figure Is still on par with
some traditional industries. Soyabean
exports, for example, were worth just
$255bn in 2020. Foreign students not
only provide colleges with cash
injections. They do so without adding fo
vitriolic debate over a growing student
debf crisis. Total US student loan debt
stood at $1.571n at the end of last year.
Concerns about the Impact on the US
aconomy have prompted president Joe
Biden o consider some form of
forgiveness on federal student loans.

China is by far the single biggest
source of overseas students for
‘American universities. They account for
more than a third of the fofal. Buf in the
first half of 2022, the US issued just
31,055 F-1visas fo mainland Chinese
students, compared to 64,261 for the
same period in 2019, according fo data
from the US state department.

Travel restrictions in China,
combined with rising geopolitical
tensions between Washington and
Beijing, could be giving some Chinese
students second thoughts about
studying in the US.
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JOTTER PAD

1 Definitive lesson in canoeing at the front

@

5 Hold back substanceless reportage by

reporters (7

9 Incense traveller saved by motor rescue
company (5)

0 Fighting against your own state is

qusting (9)

1 Top act cruise ship put on kept snerting

drug ()
12 Main idea of article chaps finally censored

13 What will bore physician seen with sick (5)
15 Knight putfing new bracelet on religious

18 Tory party has 40 day period to become

sympathetic ()

19 Especially old paintings mounted the
‘wrong way round (5)

jood block knocked over by the middle of
saw (5)

23 Easily secured rhino is something hunter
might miss (14,4)

25 Member meeting powerful old American
high-flyer ()

26 Nurse and academic will get back fo you
G2

27 Back, bottom or front parts of several

28 Rogue welcomed by American spies
European bugs ()
DOWN

1 Conservative whip and news chief had a

barney

2 Love helping to support bill by opposition
leader (9

3 South American shopping centre is not
very big (5)

4 Carbon and chlorine spelt incorrectly in
journal @)

5 One voraciously wanting fo get out of
head? (5)

& Bud on a counter is pleasant 10 a faste (9)

7 The best English roofer comes from the.
south (5)

8 Part of group infiltrated by old FBI agents
@

14 Keep a close eye on game king sitfing on
behind (4,5}

16 Iich fo get plastered with lager as listless
(O]

17 Odd Austen novel filled with a sense of
wonder (9)
18 Chat about getting in taxi close fo The
()

Savoy?

20 Question chancellor about article with
suspicion (7)

22 Hebrew character going through alamedas
)

23 Af work, fucking into beer is without equal
®

24 One who loves a brew is jerk that man
punches (5)
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The stark
truth about
management
and power

Stefan Stern

“If you want power to be used for good,
more good people need to have power.”
This quotation is usually attributed

to Jeffrey Pfeffer, professor of
organisational behaviour at Stanford
University’s graduate school of
business. Pfeffer himself is more
modest about its origins. He cites it at
the beginning of his new book — more
on this later — but describes it simply
as “a quote attributed to me”.

This slightly sheepish opening sums
up an intriguing paradox about the
man. He tells stark truths about
management and power and what it
takestngettot'hewp which some may

find unsettling.

But, fundamentally, his purpose is
compassionate. The challenge
embedded in his famous aphorism is
this: it is little use criticising the
excesses of terrible leaders but then
being too squeamish to engage with
and win power yourself.

When I call Pfeffer at his Californian
home he sounds a bit distracted, for
reasons that become noisily apparent.
“Ineed to move my car;” he says. “My
garage is about to be . . . 'm having
some construction work done . . . Tl
be back in a minute.”

He is true to his word, and proceeds
tooffer a tutorial on the realities of
power, revealing why his course on the

subject at Stanford, where he has
taught for more than 40 years, is so
popular with students.

“Exercising power and being a leader
is not about winning a popularity
contest,” he says. “It was Gary
Loveman [former chief executive of
the Caesars casino business] who said:
“If you want to be liked, geta dog. A
dog will love you unconditionally.

“A lot of leaders are not necessarily
nice people;” he adds. “Many of the
things that leaders have to do are not
necessarily nice . . . There is very little
overlap — I mean, almost none —
between companies on the ‘best places
to work’ list and companies led by
leaders who are on the ‘most admired
leaders’ list,” Pfeffer says.

His new book, published this
summer, is called 7 Rules of Power:
Surprising — but True — Advice on How
to Get Things Done and Advance Your
Career.

His seven rules are:

1. Get out of your own way — that is,
speak with confidence and do not
undersell yourself.

2. Break the rules — do the unexpected.
3. Show up in powerful fashion — with
conscious body language and actual
language.

4. Create a powerful brand.

5. Network relentlessly.

6. Use your power — do not be afraid to
wield power once you have it.

7. And, finally, remember that “success
excuses (almost) everything” — the
powerful attract and retain support.

‘These rules are not simply plausible-
sounding assertions but are in fact
based on deep research and decades of
social science experiment and
observation. These are “the realities on
the ground”, as Pfeffer says.

‘While clearly not a fan of former US
president Donald Trump, Pfeffer notes
that he was a skilful follower of these
rules. “He was seven for seven,” he
says. He describes the winning
Trumpian mentality in these terms:
“You tell me what 1 need to do to win,
and I'll do it. 1 will say anything, I will
do anything. The question is: are you
willing to do what it takes?”

This may sound Hobbesian and
bleak. But note, too, that Pfeffer’s last
book was called Dying for a Paycheck,
and was a strong attack on the worst
forms of modern management and the
harm it can do both to employee health
and company performance.

Our call is once again interrupted by
an off-stage crash. “Pardon the
background noise — they must be
doing something serious here — they
should be, for what I'm paying
them...”

One reason why
people fail to
achieve their
objectives is their
unwillingness to
do what is required
to prevail

In this latest work, Pfeffer writes:
“One reason why people fail to achieve
their objectives or lose out in
competitions for high-status positions
is their unwillingness to do what is
required to prevail.”

This is his reality check for aspiring
leaders and those who want to get on in
the organisation. You have to take
responsibility and put yourself in a
position where professional advance is
possible and likely. “Happy talk”, or
“leadership BS” (the title of another of
his books), will not get you there.

“I don’t think anybody is going to say
that Elon Musk is sweet.” Pfeffer says,
“or that Jeff Bezos is sweet, or Steve
Jobs was nice, or Jack Welch was going
to be picked by anybody to be stranded
on a desert island with.

Many leaders are narcissists,” he
adds, “although their ‘autobiographies’
say that they are lovely human
beings...”

Pleffer looks power in the eye and
does not flinch. He tells it like it is. Can
we handle the truth? If we want power
to be used for good, more good people
need to have power.

The writer is author of How to Bea
Better Leader’ and is a visiting professor
at Bayes Business School, City, University
of London

Office life

Cashmere socks and chocolate: ‘swag
sweetens the deal for new recruits

Businesses are offering
lavish gift boxes to welcome
staffand to help them
connect with the company,
writes Janina Conboye

wagalicious — the pure joy &

excitement thatonly swagcan

yield”, a LinkedIn post

declares. The poster had

received a colourful pack of
gifts — including a water bottle, eye-
catching socks and notebooks — from
their employer.

“P'm starting my Day 1. .. with the
coolest swag ever!” says another Linke-
dIn user. This new employee had
received a smart lunchbox, T-shirt and
hoodie, and other premium freebies.
Hop over to TikTok and the swag fest
continues.

Any search for #companyswag or
#welcomekit on social media brings up
an eclectic range of posts uploaded by
workers. Company merchandise — or
“merch” — it seems is on the ascend-

Cy.
In the world of hybrid and remote

and other b

thought about them . . .
tant,” she says.
Wlnle everyone might appreciate

is really impor-

Founders of items that won’t end up in landfill hampers. Managing director Lucy Serafi
work, companies are enhancing their ~ Glasgow-based means Go Swagis creatingboxeswithan  says employers “want to reward more,
ulmgmuun procms&swll]] welcomekits ~ Go Swag, Ben average budget of £70 to £100 per  with longer-lasting gifts that add genu-

p ift boxes in an effort k (left) . Before the icitwas ine value to their while rec-
to make new employees feel connected ~ and Conor a]xml k and McK a ognising ity as a key core
— and remind existingworkerstheystill ~ McKenna, have And sustainability is an essential ele-  value”.
care. It may seem frivolous, but given  seen business ment for Go Swag: if ies ask Employ y recognise a
research suggests only 24 per cent of boomduringthe themtosenditemsthatdon'tfallintoits company’s effort to properly consider
hybrid and remote workers say they  pandemic. sustainability criteria, it says no. This, the contents of their welcome packs.
identified with their organisation’scul-  Below: one of says Greenock, “actually builds better ~ Another benefit for organisations of
ture, some companies believe putting  the company’s relationships with people”. workers posting their wares on social
the effort into merchandise to welcome  gift boxes Similarly, Sam Metssitane, founderof =~ media is that it further promotes the

GaryDaskiFT

new recruits will help them feel part of
the organisation.

“Quite often it’s the first engagement
[with a workplace] beyond the first
interviews and meetings . . . it’s a physi-
cal connection rather than an office,”
says Conor McKenna, chief executive
and co-founder of Go Swag, a company
that puts together swag boxes for com-
panies.

Asaresult, Go Swag and other suppli-
ers of these high-end gifts have found
that clients are prepared to spend more
in a quest to provide better-quality sus-
tainable products. “The budget [per
employee] since we've started has just
gone up and up and up and up — wehave
[welcome packs] that are worth £600,”
says Ben Greenock, Go Swag’s other co-
founder.

Its boxes can contain all manner of
gifts including luxury chocolate, arti-
san coffee and even cashmere socks
—whatthe duo call “delightitems”. |

Greenock and McKenna started |}
the Glasgow-based businessin2019. /
Both have a background in design,
and as early adopters of packaged
swag their timing was impeccable —
the pandemic hit just a year later.

sheffield-based Swag Box, says when
clients pitch up with very small budgets,
they are advised it is probably not worth
the investment. The company has seen
a similar shift in companies’ attitudes
towards merchandise and budgets have
increased.

JoHenderson, marketing manager for
Stash Agency, which operates out of the
US and UK and creates corporate gift
boxes and hampers, says: “There has
been a surge this year in orders for
Dnboarding il]"ld retention.” And the

Teduced p
recycled nems means empluyers are
realising they need to spend more.

‘With this “curated” approach to wel-
come packs, containing items that have
been carefully designed, company swag

is more likely to b d rather than

brand. But there is also the question of
culture and using it to help forge a con-
nection.

Alex Cannon, head of growth for For-
tris, which offers bitcoin treasury man-
agement software to businesses, says
the welcome Kits it sends out — which
contain branded clothing and office

‘Letting people
know someone has
thought about them

. is really important

essentials such as stationery — are “one
way of bridging the divide between
to the office and

at come i

N dumped in a drawer or, worse,
', thrownin the bin.

e T‘akethemnvasmte Oncea

itis

thusethat may never have met their col-
leagues in person. This way, they have
snmethmgmcﬂmmm] from the outset.”
asmall ges-

on its way out. “It just gets
chucked into a cupboard”,
says Rosie Atkinson, head of
brand operations at Moon-
Pay, a platform for buying and
selling cryptocurrencies, and a

ture, but believes it is “a non-verbal
communication of our values”.
Christina Lovelock until recently
worked as an analysis and solution
architecture manager for a university.
As it already has an online store full of

d quality freebies, Dan Cable, profes-
sur of organisational behaviour at Lon-
don Business School, is sceptical, sug-
gesting that there is something about
dishing out swag that feels “a bit too
strategic”.

1f a box costs about £80 or £90 it will

Challenging the resilience
narrative — and the
art of office gossip

This month's recommended business reads from FT journalists

‘Fortitude: Unlocking | ‘Have | Got Dirt For

the Secrets of Inner You: Using Office
Strength’, by Bruce Gossip to Your
Daisley Advantage’, by

Dominique J Darmon

The word gossip generally
conjures negative

fortitude connotations. But gossip at
ey work is essential, according

o Dominique J Darmon.
Here she lays out a
fascinating analysis of
how gossip Is good if we
better understand if, know
when and how fo dish it

The writer and podcaster
Bruce Daisley, a former
senior executive at Twitter,
is one of the UK’s leading

“workfluencers” — offering out, and when to engage

ahead-of-the-curve fakes with someone offering

on the future of workplace “juicy banter”.

culture. Darmon, a senior lecturer
His new book, Forfitude: | Incommunications at The

Unlocking the Secrets of Hague University of

Inner Strength, Is easy to Applied Sciences, writes

read, well-researched and that most academic

will appeal to anyone researchers define gossip

who has had to sit through as positive or negative

a “resilience” course, or information exchanged

who feels queasy every about an absent third party.

time a senior executive “So, saying something nice

trofs ouf platitudes about about a person, like: ‘Did

the imporfance of you see Joe's presentation?

resilience. It was really great!” would
What exactly does this also be considered as

focus on resilience mean? gossip,” she adds.

The key is finding what
she calls the “gossip sweet
spot” — though Darmon

It usually focuses on the
individual, and training for
resilience involves an

exhortation to do better, cautions that finding this
be tougher, and come back | sweef spot is a delicate
stronger from adversity.

[

But as Dalsley says In his
infroduction: “Never in the
history of resilience has
someone become more
resilient by being told, ‘Be
more resilient.”

By unpicking a lof of the
history of the rise of
resilience training and the

balance, particularly in any

have some good items, but if you are a closely related concepts of organisation where there
chief executive, he wonders, what is the the “growth mindset” and are people from different
best return on your investment? Com- “grit”, Daisley challenges countries and cultures.
Ppanies are not necessarily sending free some of the empowerment Further, Darmon cites social
gifts to employees as a substitute for narratives that have psycholoegist Francis
working on their culture. But a better become unquestioned McAndrew who believes it
investment, Cable suggests, isthat com- staples of organisational Is “quality, not quantity”
panies could be more generous with life. There's not much that counts, and that
time. For example, by giving employees evidence, in Daisley's people who know how o
an hour a day to work on something reckoning, that they work, gossip skilfully will be
they thinkis reallyimportant. although he gives a fair more appreciated by
However, Ashley Wh]]]ans an assist- hearing fo everyone he colleagues and “exert more
ant professorin the i organ- or cites. social power”.
isations and markets unit at Harvard The idea uniting all of Darmon also examines
Business School, says companies could these fashionable theories other factors that
be on to something if what they offer is is their focus on the determine whether

thought through.

The personalisation aspect is key.
“Large corporations with thousands of
employees need to give managers the
ability to do this,” she adds.

On this point, Swag Box, says Metssi-
tane, works with companies to create
swag stores, where “employees can
redeem coupons on things they actually
want . . . there’s alot of diversity inwhat
peopleprefer”.

Over on TikTok, one poster suge:
his branded chop sticks are “the hest
swag idea ever” as he tucks into dump-
lings. Although, it's worth noting there
are TikTok users who are lessimpressed

someone s a “successful
gossip”, including the

individual, of making
ourselves responsible for

improving our own destiny | reasons for gossiping,
(or just our career path). credibility, and with whom
Daisley offers “fortitude” someone gossips.

as an alfernative — and
he makes it primarily
about secial connections,
about looking for identity
and strength as part of a
bigger group.

“Knowing how fo navigate
each of them is of the
essence;” she writes. “By
gossiping in the wrong way,
employees can easily lose
the frust of their colleagues

You can decide however and very quickly be
you want fo interpret that perceived negatively”
— Daisley is not with tips for both
prescriptive. It is just a managers and employees,

simple, and human- Darmon’s overall —and
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“The growth in this area has been phe-
nomenal,” Greenock adds. The com-
pany is aiming for a £10mn turnover by
2023, and has customers that include
camera maker Canon and music
streaming service Spotify.
Budget-busting boxes aside, compa-
nies’ desire to send employees useful

Monday 29 August 2022
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‘ . Go Swag customer. But peo-
\. ple like clothing such as

Even plants are in the
mix. The Urban Botanist, a
terrarium and ecosphere special-

succulents, self-
il inabl

branded merchandise, she had been
lobbying theleadership team to create a
welcome box of items. With such acom-
petitive market for digital skills in par-
ticular, she says organisations need to
do all they can to make people feel wel-
come. “Virtual onboarding is difficult,
and letting people know someone has

FINANCIAL TIMES

with their swag.

‘Whillans also highlights how “experi-
ential rewards” could be effective. Free
food, for example, is a pull factor to the
office. However, she points out that for
new employees, a non-cash reward —or
welcome pack — “is not going to make
up for a bad onboarding experience”.

focused way fo think about

life, and our work,
differently. As one

interviewee puts If, “you
can't be resilient on your

own, can you?"
Isabel Berwick

surprising — conclusion is
that if you defest gossip and
choose not 1o parficipate in
It, you're doing yourself as
much damage as those
who gossip too much.
Janina Conboye

FEATURES

“Thisis the
breakthrough

tool: vaccines
against malaria’

Adrian Hill

He helped to create the AstraZeneca
Covid-19 drug. But the Oxford scientist
has another urgent goal — to eliminate
malaria through vaccination

arly in the Covid pandemic,

Adrian Hill, head of Oxford

university’s Jenner Institute,

needed to find a company to

roll out his group’s vaccine.
There was a condition: the partner had
to charge little in low- and middle-in-
come countries, so that the vaccine
wouldn’t be limited to the rich. “If
there’s one thing that drives many of us
here, the word is inequity,” says Hill, a
slight, fast-talking 63-year-old.

The partner he found, AstraZeneca,
went further — selling the Covid vaccine
at cost in rich countries too during the
pandemic. But the generosity backfired.
Oxford’s vaccine was soon under siege,
its safety wrongly questioned. “It was
far more hassle than we expected.” The
Us financial press “wouldn’t leave us
alone. They clearly didn’t like theidea of
a low-cost vaccine, undercutting the
market”. While other vaccine-makers
made billions of dollars in profits during
the pandemic, the Oxford vaccine failed
togetapprovalinthe US.

It was bad enough that “we weren’t
selling an American vaccine in America.
But selling it at nearly a tenth of
the price of some other productsis. . ”,
Hill pauses, . . relevant.” In hindsight,
would he do things differently? “It
would be reasonable to charge a com-
‘mercial price in rich countries.”

Yet Covid may just be a warm-up act
for Hill. Since the early 1990s, he has
been searching for a malaria vaccine.
In 2020 malaria killed more people
in Africa than Covid-19 did. Indeed,
as attention switched, deaths from
‘malaria rose —to 627,000, mostly young
children. Early trials showed Oxford’s
wvaccine is 77 per cent effective in pre-
venting clinical malaria over a year,

Everywhere in the world where you've
improved health, people have fewer
children.”

Covid showed that vaccines can be
approved and launched quicker than
anyone thought. Hill's team has pressed
the World Health Organization to repeat
the pace. “There’s backtracking already
... There’s a child dying every minute.
The vaccine looks safe and effective,

why should we need five years?”
The WHO has agreed that safety data
can be submitted in ber. That

mosquitoes, but before they reach the
liver, where they multiply. Each mos-
quito injects a small number of para-
sites, perhaps 20. “If you clear those 20,
‘you've won. If one gets through, you've
lost. The bad news is you've only got
minutes.”

GSK’s vaccine has efficacy of 44 per
cent. This may increase if the vaccine is
timed just before the malaria season, as
oxford’s is. But Hill argues the Oxford
vaccine, which was developed later, is

Hiciently desienad

could mean the vaccine, known as R21,
is approved by March, and rolled out to
millions of children by July. A similar
malaria vaccine — RTS,S, made by UK
pharmaceutical group GSK and already
approved by the WHO — is due to
launch next year too. “After 110 years of
no malaria vaccines, like buses, two
come along at once.”

Because of manufacturingissues, GSK
is setonly to vaccinate a few million chil-
dren a year initially. Oxford, which has
partnered with India’s Serum Institute,
has “nolimit on the number of doses we
can supply next year”. Having helped
the world through Covid for no profit,
the Oxford team may now help some of
the world’s poorest people to overcome
malaria.

Born in Dublin, Hill began his career
as a geneticist. He studied how some
human populations had developed
adaptations in response to malaria. But
it wasn't enough. “You couldn’t go to
those hospitals in the malaria season,
without realising that genetics is fasci-
nating, I'd love to understand this bet-
ter, but my God, we need to do some-
thing about this now.” In Zimbabwe and
Gambia, he saw “two, three childrentoa
bed, having fits, totally anaemic, need-

and a forth: paper will conclud
that abooster jab can extend this period
substantially

‘In the 2030s, I anticipate
that we'll be trying to
eliminate malaria
seriously with vaccines’

“If yowd asked me 15 years ago, ‘Can
you eradicate malaria with vaccines to
the fore?’, 1 wouldn't have been sure.
‘TodayI'msure. This is the breakthrough
tool — vaccines against malaria . . . If
you get 80 per cent of malaria deaths
prevented by vaccination, you should be
able to knock deaths down te maybe
50,000-10,000 a year by the end of this
decade. Then in the 2030s, I anticipate
that we'll be trying to eliminate malaria
seriously with vaccines.”

ingblood tr 2

Malaria parasites have mutated to
escape the human immune system.
“They've been thinking about our
immune system for a lot longer than
Covid, and they’re rather good atit.” The
parasite that causes most deaths — Plas-
modium falciparum — diverged from
other strains millions of years ago.

“About 142 malaria vaccines have
been made, manufactured and taken
into aclinical trial. Of those, about three
are plausibly usable in certain settings,”
sighs Hill. Yet he never lost faith thata
vaccine was possible, because those who
survive exposure to malaria grow less
affected by it, showing that the parasite
caninduce immunity.

Both the GSK and Oxford vaccines
train the immune system to attack the
parasites after they are injected by the

oxford’s Phase 3 testing continues.
“We’ve given 10,000 doses of this vac-
cine to African children, and we’re car-
rying on. That tells you nothing terrible
has happened.” Eventually the vaccine
could be combined with a new compo-
nent to reduce transmission from
infected humans to mosquitoes.

Malaria funding rose sharply in the
2000s, when “there were guys like Bono
shouting at presidents, saying kids are
dying. And Bill Gates appeared, and
started throwing billions at things. And
we thought everything would be
cracked very quickly, so did Bill. A lot
has been cracked, it just takes more
time than you would expect.” Spending
on insecticides, drugs and bed nets
helped to cut deaths by a third.

still, “malaria’s massively under-
funded. T worked out that a decade’s
malaria vaccine funding was what was
being spent a day on Covid vaccine

‘IfCovid had the
mortality rate of Ebola,
atleast one of us
wouldn't be sitting here’

development in the pandemic”. So far
Oxford’s malaria efforts have cost more
‘than £100mn. Rolling out the vaccine
will cost much more. “If it's 200mn
doses [a year] at $3 a dose, oops: we're
going to need $600mn.” Although there
may one day be a commercial market
for the vaccine, “it’s not a money-spin-
ner toget the CEO of Pfizer out of bed”.

The Oxford team could fund its own
vaccine launch, if it had charged for its
Covid vaccine, but Hill has no regrets.
“It was crazy charging $25 for a dose of
Covid vaccine that you were selling ona
1bn-dose scale. How rich do youwant to
getas aresult of a pandemic?”

Is he not jealous of BioNTech’s co-
founder Ugur $ahin, whose wealth is
estimated at $6.18bn? “No. He deserves
it, aslong as he spendsit on vaccines and
not on fast cars.” Hill is sceptical, how-
ever, of §ahin’s focus on tackling cancer
‘with mRNA vaccines. “What we know

©Oxford professor of theoretical epide-
miology who became a leading critic of
lockdowns. The couple separated in
2017. Are his views on lockdown . . . ?
“Different. 'm being very diplomatic”
The Covid vaccine was the first
deployed vaccine that Hill had worked
on. An Ebola vaccine, accelerated in a
2013 outbreak, was never tested; a rival
drug was approved first. “I'm told it was
toss-of-coin which one they tested first.

They didn’t test ours because by the time
they'd done the trial there wasn't any
Ebola left.” That is the “tragedy of out-
break pathogen vaccines” — often by the
time they're ready, they aren’t needed.
Did missing out on the Ebola vaccine
double Hill’s motivation to succeed with
malaria? “If you reacted like that to
unfortunate things happening, you
wouldn’t be doing malaria vaccines for
25 years.” There is always another chal-

lenge. The Sudan strain of Ebolahas no
approved vaccine; Oxford has a candi-
date. The Jenner Institute’s other targets
include vaccines for cancer.

There may be another pandemic. “It
may not be as bad as Covid — it hope-
fully, probably won’tbe — butit could be
worse. If Covid had the mortality rate of
Ebola, at least one of us wouldn’t be sit-
ting here.” It's clear to me which one of
uswould bemissed more.
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'nat would rank ameng our age's
milestones, at a time when climate
change and humans’ treatment of
nature otherwise threaten to increase
disease outbreaks. Malaria may have
accelerated the fall of the Roman
empire; it probably killed Dante and
Oliver Cromwell; it led to the invention
of the gin and tonic (to mask the taste of
the drug quinine). Although driven
from rich countries, it plagues sub-

wnme
pot

Chance of another significant
pandemic In the next decade? If you
include flu, high. Over 50 per cent.

Did Russla steal the Oxford vaccine?
No. Nobody needed to tap our infernet
to find ouf how we make a

Saharan Africa, which for
96 per cent of malaria deaths.

Without malaria, children would be
healthier in general — the disease
“makes you susceptible to other infec-
tions,” says Hill. African countries’ eco-
nomic growth would pick up, and “pop-

You can get it free online.

Hoard or throw away? Naturally I'm a
hoarder, but 'm being forced to throw
away. It hurts.

All pages from Financial Times (Asia), Monday, August 29, 2022

aDOUL trealing cancer with Vaccimes, you
wouldn’t start with RNA.” He’s also
unconvinced by BioNTech’s efforts to
tackle malaria. He clearly burns with
intellectual competitiveness.

Hillis more upbeat about gene drives
that could kill off the mosquitoes that
spread malaria. But “it makes a big dif-
ference whether [they work in] 50
'years’time or five years’ time.”

Covid vaccine rollout has stalled in
parts of Africa. Would a malaria vaccine
‘e different? “Vaccine uptake rates [for
other diseases] are higher in most coun-
tries in sub-Saharan Africa than in
many parts of Europe . .. I'm pretty
confident that’s not going to be one of
ourbig problems.”

iManage

Making knowledge work

ulation growth will probably slow . . . Steak or tofu? Steak. Hill was married to Sunetra Gupta, an
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Can Seoul become Asias new art hub”

This week, Frieze art fair
comesto a city withan
abundance of collectors and
newly popular with global
galleries, writes Yuna Park

hen Frieze Seoul opens
on September 2, it will
cap the South Korean
capital’s swift rise to
prominence as a global
art centre. Even though international
galleries have been opening or expand-
ing their spaces there in the past few
years and there is a longstanding collec-
tor base, Frieze’s choice of seoul forits
latest fair still came as somewhat of a
surprise to the art world both locally
and internationally. So why Seoul now?

“Frieze always looks for cities that are
culturally dynamic,” says Patrick Lee,
director of Frieze Seoul. “Korea also has
so many great factors — the artists are
amazing, not just the young contempo-
rary artists but the others that came
before. The collecting culture also goes
back for decades.” Those artists, such as
Nam June Paik, Lee Ufan and Lee Bul,
and the efforts of galleries such as
Hyundai and Kukje have stimulated
firstlocal, then global, collectors.

Frieze Seoul, which opens at Coex in
southern Seoul, will coincide with Kiaf
Seoul, an international art fair operated
by the Galleries Association of Korea
which goes back two decades. The fairs
will collaborate, sharing a joint ticket
and a talks programme, in part driven
by Frieze seeking waysto be accepted as
a longer-term player in the tightly knit
local scene. Kiaf’s organisers were also
aware that Frieze would bring global
collectors toSeoul.

In the past four years foreign galleries
have started flowing into Seoul, driving
its international relevance and promi-
nence. Vibrant pop culture, a growing
number of collectors, well-equipped
infrastructure and a business-friendly
environment all worked together to
draw galleries to the city of 9.5mn.

Those factors have come into sharper
focus as Hong Kong, Asia’s pre-eminent
art-market hub, has been losing its
advantages after the political turmoil of
2019 and the mainland Chinese govern-
ment’s crackdown on freedoms, say
multiple gallerists.

“South Korea is one of a few countries
— including Hong Kong — that do not
impose import duty on artworks, which
isa huge advantage to international gal-
leries,” says Hwang Dal-seong, chair of
the operating committee of Kiaf Seoul.
“South Korea’s art market enjoyed a
heyday back in 2007, which did not last

Above: Seoul’s PKM Gallery will
show Olafur Eliasson’s ‘Seeing
sensitivity flare’ (2022) at Frieze.
Above right: Nam June Pail’s ‘Robot
(Radio Man, Joseph Beuys)’ (1987),
Hakgojae Gallery

‘The Korean art market
is expanding with a new
generation of “young and
rich” collectors’
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long” — thanks to the global financial
crisis. “But it will be different this time
in terms of the quality of international
galleries coming in and purchasing
power of Korean collectors.”

The South Korean art market is
expected to surpass a trillion won
($760mn) this year for the first time,
according to research from July this year
from the Korea Arts Management Serv-
ice government agency. The local art
market recorded 916bn won last year,
well over double the 381bn won of 2019.
Hong Kong need not worry quite yet,
however: even a trillion won is still rela-
tively small compared to Greater China,
whose 2021 turnover was $13.4bn,
according to Art Basel’s Art Market
Report2022.

Emmanuel Perrotin became one of
the first western gallerists to open in
Seoul, in 2016, and he will open his sec-
ond space in southern Seoul ahead of
Frieze week. Seoul will be one of only
two cities in which Perrotin has opened
two separate venues, the other being
Paris. He credits South Korea's “long

history of art collecting”, such as thelate
Samsung group chair Lee Kun-hee,
whose collection of 23,000 items was
donated to national museums recently.
“The Korean art market is also
expanding both in quality and quantity

familiar with digital systems and open
top works online, backing th
market growth during the pandemic.
“Young Korean collectors quickly absorb
new artists,” says Perrotin.

Lee Hyun-sook, who founded Kulkje
Gallery in 1982 and who has followed
the local market for decades, says the
young generation is playing a pivotal
role in expanding the Korean art scene.
“The members of the so-called MZ gen-
eration [millennials and Gen Z] in South
Korea are developing their own taste in
art, forming their own collection, not
necessarily following the fame of an art-
ist. They also have a high level of under-
standing of art, which is quite encourag-
ingin the local artmarket here.”

There s plenty of noise around South
Korea’s fast-growing art market, but
Frieze Seoul will prove the real test in
confirming whether Seoul can become
Asiasnewarthub.

with a rapid inflow of a new
of ‘young and rich’ collectors. They are

September 2-5, frieze.com
Yuna Parkis cult at The Korea
Herald

Hejum Bi's

“Table-turning”
(2020), Whistle
gallery

FRIEZE SEOUL 2022

Collecting supplement
Frieze fair's first foray info Asia marks a high
point in South Korea's booming art scene.

Qur online supplement feafures inferviews
with its new director, Paf Lee, who believes
“younger Korean collectors are trending’, and
with leading Korean sculpfor Seoyoung
Chung, whese solo show opens at Seoul

Museum of Art. En Liang Khong fakes a
tough look at what is really meant by ‘Asian*
art; Hayoung Chung profiles the venerable
Gallery Hyundai; the FT's correspondent
Christian Davies reports on strife between
galleries and auction houses in this exciting
market. And more at ...

fr.com/frieze-seoul22
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Seyler, anex-copand antiquities
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The hnst]sPeter Frick-Wright,a
journalistwhobegan reportingon Seyler
for Outside magazinein2014 whenhe
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YellowstoneNational Park.

Atthestartofthetrip, Seyleris
certain hehasfoundthelocation of
hestash based photograph
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Demand is inching closer to pre-pandemic levels but cruise operators are facing resistance from
politicians and climate activists who want a more sustainable industry after decades of overtourism.

By Oliver Barnes

very sunday before sunrise,
the world’s largest cruise
ship, Royal Caribbean’s Won-
der of the Seas, sweeps into
Barcelona’s port.

When most of its almost 7,000 pas-
sengers disembark, the cabins are deep-
cleaned for new arrivals and the best
part of $1mn worth of food is loaded on
board to supply the ship’s 20 restau-
rants for the week ahead. Twelve hours
later, the 236,857-gross tonne vessel sets
sail again, its foghorn echoing across the
coastline.

“You can see it from everywhere in
the city,” says Damia Calvet, president of
the Port of Barcelona, gesturing to the
ship’s berth out of his office window.

“We only have the best cruise shlps in
That’s why peopl
fromall over theworld.”

After two years encumbered by
Covid-19lockdowns and travel bans, the
cruise industry is back in action. Having
recently removed the need for unvacci-
nated passengers to apply for travel
exemptions, Carnival — the biggest
cruise operator — said its daily bookings
were double the number on the same
day in 2019. Its major rivals — Royal
Carlbbean and Nurweglan will also

travellers with a
negative Covid test from September.

In Barcelona, the number of cruise
passengers travelling through Europe’s
most popular cruise destination edged
past 1mn in the first seven months of the
year. About 1.6mn travellers transited
the port over the same period in 2019.

But despite cruise enthusiasts eager-
ness to climb back aboard, residents
and politicians of the cities where they
step ashore have notall welcomed them
back with open arms.

The pandemic gave European dities,

Ada Colau, 1]

Barcelona's mayor, v
wants torestrict

the number of

cruise ships

somdirteport Y

which had been grappling with over-  “We don't room capacity — to accommodate cor-  putin place by the International Mari-  Applied Sciences, says greater aware-  Above: in pressure from other towns to do the
tourism, time to reflect on what a sus- porate bigwigs and officials from the time Organization in 2020, will have  nessofthe impact of tourism onclimate ~ Barcelona, the same as they did here,” he adds. “But
tainable industry might look like. The WAt {0 g0 International Olympic Committee. reduced this figure. This is largely ~change means people are “increasingly ~number of they won'tbudge easily”
respite was bittersweet: while feeling back to “We knew nothing about cruise tour-  achieved, however, by collectingtheair ~ uncomfortable” with cruise ships, cruise redentials
the pain of the knock to their econo- before. The ism before the Olympic Games,” says  pollution and disposingofitatseatothe  whichhe describesas “floating cities™. passengers (Erzmmmsizy
mies, residents in cities such as Barce- " Calvet. “That’s the way we discovered  detriment of marinelife. “They’re just very carbon-intensive travelling The cruise industry touts its transition
lona felt they had their city back follow- pandemjc cruise tourism, and the way cruise tour- “It’sabsurd thateveryoneinthecityis  hotels,” adds Peeters. “People are not  throughitsport  from heavy fuel oil to liquefied natural
ing decades of being crowded out by an was achance ism discovered Barcelona.” making efforts to reduce emissions taking them to get somewhere, theyare  edged past Imn gas as a mark of its green credentials.
ever-increasing stream of visitors. Annual visitors to Barcelona shotup  while we have a cruise highway inthe  just sitting on the ship and havingtheir  in the firstseven  LNG almost entirely eliminates sulphur
In port cities, political leaders have set fora from 1.8mnin1992toa peakof12mnin  harbour,” says Sanz. fun there” months of the emissions, cutsnitrogen oxide by 90 per
their sights on cruise ships, which cam- permanent 2019 before the pandemic hit. Over the The industry has vowed to power its In Marseille, City Hall is looking at  year; below: cent and carbon emissions by 25 per
paigners describe as a disaster for the . same period, the global cruise industry ~ boats when in port using electricity —approved measures to crack down on  residentsof port  cent. Only nine ships of the 272 cur-
environment. Resistance to these “float-  T€S€T N oUr had a seven-fold increase in passengers  from 2030 inline withi ingEUrteg-  car poll such as a low i cities have rently in operation, however, are pow-
inghotels” is gathering momentum. relat:ionship toahigh of 30mnayear. ulations. But only a third of global cruise ~ zone which starts in September, asa  mixed feelings ered by LNG, rising to 26 by 2027.
Barcelona’s mayor Ada Colau is push- . Industry projections suggest cruise  ships has the technology to supportit  template to argue for increased regula-  about the return Nick Rose, assistant vice-president at
ing regional authorities to restrict the with the passenger numbers will surpass 2019  and, currently, there are only seven  tionof cruise ships atits state-run port. of cruise ships Royal Caribbean, says that while LNG is
number of cruise ships allowed in port,  cruise levels next year, but some of Barcelona’s  berths across Europe’s 350 cruise ports “How can weask forsuch an efforton  such as Wonder “astepin the right direction, it’snot the
which would halvethe number of cruise . d ; residents object to the return of busi-  equippedtoaccommodateit. the part of our people, if at the same n(the Seas answer” to the industry’s emissions
tourists during the peak summer season  LNAUSLTY nessasusual. “Wedon'twanttogoback  Faig Abbasov, the shipping pro- time they open their windows and see e S problem.

t0200,000 a month. The city ranks as
the worst cruise port for air pollution in
Europe, according to research from the
Transport & Environment campaign
group.

The pressure comes after the Balearic
government signed an agreement in
May with the Cruise Lines International
Association (CLIA), an industry body,
to limit the number of vessels docking in
the port of Palma in Mallorca, another
stop-off for the Wonder of the Seas, to
three a day from next year. Only one of
them can be amega cruise ship, carrying
more than 5.000 passengers.

to before. The pandemic was a chance
for a permanent reset in our relation-
ship with the cruise industry;” says Janet
sanz, Barcelona’s deputy mayor in
charge of urban planning.

Sanz, wholed the city’s clampdown on
Airbnb heliday rentals, says cruise day-
trippers turn Barcelona into a “theme
park”, doing a whistle-stop tour of
famous sites like the Sagrada Familia
and Las Ramblas, before leaving a few
hours later having spent little or no

money.
A study lookingat the popular Norwe-
gian cruise destination of Bergen found

gramme director at Transport & Envi-
ronment, says: “Given its resources, I
would put the cruise industry at the bot-
tom of any ranking for environmental
consciousness.” Industry figures point
to an IMO study that says cruises
account forjust 3 per cent of greenhouse
gas emissions from shipping.

Floating cities

Even as Barcelona’s mayor turns the
screw on the cruise industry, two new
cruise terminals are under construc-

tion. The first new terminal, costing
€33mn. is desiened by Ricardo Bofill.

black smoke spilling out of a smoke-
stack chimney of a ship,” says Laurent
Lhardit, the city’s deputy mayor in
charge of tourism.

A petition, launched by the mayor’s

A Us-based NGO, the International
Council on Clean Transportation, has
also highlighted that engines fuelled by
LNG leak unburned methane, a green-
house gas that has a warming impact 80
times greater than carbon diexide.

The industry’s most immediate chal-
lenge is how to pull off a switch to shore-
side charging, instead of using fuel to
power ships when docked, by 2030 to
align with EU regulations, the FuelEU
Maritime initiative.

1sabelle Ryckbost, secretary-general
of the European Sea Ports Organisation,
an industrv bodv that represents more
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Benoit Payan, the mayor of Marseille,
home to France’s biggest cruise port, is
also agitating against the industry,
which he claims is “suffocating” the
coastal city due to air and maritime pol-
lution. And, in 2021, Venice banned
large cruise ships from its lagoon after
the city’s Unesco world heritage status

dbe fenvi

tal damage and the knock-on effects of
overtourism. Dubrovnik, Dublin,
Amsterdam and Santorini have in
recent years also clamped down on
cruiseactivity.
hile, EU-wide regul

expected later this year, will ratchet up
pressure on the cruise industry and con-
tainer ship operators, as the bloc works
towards itsgoal of hitting net zero emis-
sionsby2050.

Marie-Caroline Laurent, director-
general of CLIA Europe, says cruise
ships are often “unfairly maligned”.
“Our ships are very visible in the ports.
and that creates a perception,” says Lau-
rent, adding that the industry is “con-
stantly challenged toimprove. That can
be a good or a bad thing, but we wel-
comeit”

Relationship reset

The 1992 Olympic Games in Barcelona
Kkick-started the boom in the city’s tour-
ism industry, attracting more than
$10bn of investment in the Catalan
capital, but it also brought the first
cruise shipsto the city’s port.

Some 15 cruise ships spent two weeks
in Barcelona’s port, providing 11,000
rooms — almost half the city’s hotel

18
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that up to 40 per cent of passengers
never left the ship, and half of those who
did disembark spent less than $25. The
cruise industry challenges this, saying
its research puts the daily spend of
cruise passengers in port at more than
$100aday.

But it’s the environmental impact of
cruise ships that provokes the most con-
cern. In May, a total of 125 cruise ships
docked in Barcelona. While there each
one burns 12 times the energy of a com-
parable land-based hotel, accordingto a
study from the University of Exeter.

1n 2017, cruise ships in Europe pro-
duced 10 times the amount of sulphur
oxide emissions as the continent’s
260mn cars, says Transport and Envi-
ronment. A cleaning system known as
scrubbers, which removes sulphur from
the ship’s exhaust to comply with a cap

the Catalan architect behind the city’s
sail-shaped W hotel, and is owned by
MSC, Europe’s biggest cruise operator. It
will open in 2024 followed a year later
by Royal Caribbean’s new terminal.

1n 2018, the port of Barcelona agreed
to limit the number of terminals to
seven. But now the mayor, Colau, wants
to follow the lead of Dubrovnik and Mal-
lorca tolimit the number of ships.

Currently, rules governing the port
rest with the Catalan government and
beyond the jurisdiction of City Hall,
which is pressing for more say inhow it
operates. “We have always said that we
are not a port with a city, we are a city
with a port,” says Sanz, pointing to the
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office last month, calls on the French
government to introduce a regulated
emissions control area in the Mediterra-
nean Sea that would ban the worst
offenders on days when air pollution
peaks. So far, it has received almost
50,000 signatures. “We are fighting a
fairly powerful adversary — the cruise
lobby,” adds Lhardit. “But we’ve been
elected totry to solve problems, and one

city: il

of the problems to be solved is that of

Port Olympicas asign of progres
Paul Peeters, a tourism sustainability
professor at the Breda University of

a

Earlier this year, CLIA unsuccessfully
lobbied the IMO to amend the way car-
bon poll scores are calculated for

A three-day cruise generates more
carbon emissions than other types
of holiday

Emissions of a three-day holiday including 1,000 km
travel (in kilograms of C02)

Cruise

Cruise numbers are exp

to resume their long-term growth
trajectory after the pandemic dip
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shipping companies, pushing for a rule
change that would have boosted the
cruise industry’s standing.

Laurent says the formula, which
measures total emissions against the
distance travelled, was “completely
crazy” for cruise ships, which spend
more time in port and don’t sail as far.

In Palma de Mallorca, Jaume Garau,
from local campaign group Platform
Against MegaCruises, says the deals
being struck to limit the number of
ships works in the industry’s favour and
should include a monthly cap on pas-
senger numbers.

He thinks Barcelona and Marseille
will struggle to tighten regulations. “The
cruise ies know they will face
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“They're not
really modes
of transport.
They're just
very carbon-
intensive
hotels.
People are
not taking
them to get
somewhere,
they are just
sitting on the
shipand
having their
fun there’

than 500 of the continent’s seaports,
says that ports will struggle tokeep up.

“Cruise companies should not overes-
timate what a port can do,” says Ryck-
bost. “Having onshore power supply in
the ports is having a plug, having cables
that connect to the grid and then having
enough power from the grid to feed the
ship. That's quite anundertaking.”

Bigger cruise ships can require up to
15 megawatts while at berth. “If you
have five or six cruise ships at port at
once, that can be like adding an extra
neighbourhood to the electricity grid,”
sheadds.

But the industry is “not just payinglip
service” when it comes to shoreside
charging, according to CLIA's Laurent.
In Marseille, the mayor has approved
£10mn of investment to expand the
city’s electricity grid, and cruise compa-
nies have since committed £5mn.

Back in Barcelona, the city council,
the Catalan government and the port
authority will hold talks again in Sep-
tember, and more limits on cruise ships
for next summer are on the agenda.

Meanwhile, the war of words contin-
ues. “Some people would like my city to
be free of this kind of tourism, but they
are the minority,” says Calvet, adding
that reneging on compromises with the
cruise industry would be bad form.

“We are seeing more and bigger ships
[despite] fewer terminals. This cannot
be the model for Barcelona,” says Sanz.
“There must be rules and they must be
obeyed because they . . . affect coexist-
ence, public services and, above all, the
environment.”
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Western sanctions should
be focused on Moscow’s
economy and war machine

The sight of often well-to-do Russian
tourists shopping in Europes cities or
relaxing on its beaches may seem
sharply at odds with efforts toisolate the
Moscow leadership and weaken Russia’s
economy over its appalling aggression
against Ukraine. Several northern and
central European countries have
restricted access to Russians, and are
pushing for an EU-wide ban on visas for
Russian tourists. Ukraine’s President
Volodymyr Zelenskyy hasalso called for
blocking visas, except on humanitarian

pl ingEUairsp p
plying parts for its aircraft aimed to
‘weaken its economy, not keep Russians
out. A visa ban is different, because it
specifically targets civilians. It bolsters
the false Kremlin narrative that sanc-
tions are not really about Ukraine but
are a western plot to bring down Russia
and its people. Even moderate Russians
might turn against the EU.

AsGerman chancellor Olaf Scholz has
stated: “This is not the war of the Rus-
sian people, it is Putin’s war.” Though
Russians have repeatedly voted Putin
into office, the system he has created
bombards them with pro-Kremlin
propaganda and offers them few alter-
natives. Where democracies have tried
to isolate other authoritarian regimes

grounds. The urge is under they have d to retain contacts
but would be a mistake. with civil society, for example through
Though aimed at d. di student. —t it

Vladimir Putin’s ability to wage his war
have inevitably affected ordinary Rus-
sian people, they have not targeted
them directly. Even bans on Russian

P 3
‘wherever possible, to an alternative sys-
‘tem and worldview.

Many Russians on a two-week pack-
age tour will engage little with local peo-

ple or media. But some will. Every chink
oflight that penetrates the blackout cur-
tain of Kremlinliesis valuable.

Though reliable statistics are scarce,
moreover, several hundred thousand
Russians are estimated to have left their
country since the war started, in unease
or quiet protest over what ishappening.
Many are young and well-qualified, con-
stituting a brain drain that will amplify
the economic hit from sanctions. Some
will become part of a growing liberal-
minded diaspora that may one day
return to try to build a better, post-Putin
Russia. Some departed to émigré
hotspots such as Armenia, Georgia, Tur-
keyand Dubai, but many set out for the
EU, initially on tourist visas, to look for
jobs.

Closing off the tourist route would
make it more difficult for others toleave
for the EU, even if work or humanitar-
ian visas are left open. It might be
argued that Russians have already had
six months to get out if they wanted to.
But the longer the war lasts, the more

Europe should not shut its doors to Russian tourists

waverers may finally head for the exits.
The Kremlin may yet also step up its
repression againstits own people.

EU foreign ministers will discuss the
visa issue at an informal meeting in
Prague this week; an EU summit could
take concrete steps in October. With
member states divided, and questions
over whether a tourist ban across the
Schengen zone is legally possible, one
option might be simply to suspend a
2007 visa facilitation agreement with
Russia. By making visas much harder
and costlier to obtain, even that could
sharply reduce flows of Russians. Better
to leave the door open for most but
expand bans on government, military
and security officials who choose to
remain part of the Putin system.

Further sanctions may still be needed
to squeeze the Kremlin’s ability to pros-
ecute its vicious war. But the guiding
principle should remain that these are
directed at the war machine and the
economy, not at shutting ordinary Rus-
sians out of Europe.

Entrepreneurs

Silicon Valley: no country
for young men

ech’s latest golden boy is
crypto platform boss Sam
Bankman-Fried. SBF, as
heis known, looks exactly
Thow you'd expect a young
founder to look. The precocious 30-
year-old wears shorts and T-shirts, is

known to sleep on b and

c A

1970, according to the US Census
Bureau. The country has its oldest
presidentin Joe Biden, 79. Itis heading
into an election in which the main
opposition candidate could be Donald
Trump, who by then will be 78. But the
dearth of famous 20-something tech
founders is surprising given the
amount of money poured into start-
ups in the past decade. Crunchbase
data shows that investors put close to
$330bn into start-ups last year. There
is clearly no lack of ambitious young
people with bright ideas setting up
companies. California’s median age
i f the i inthe Us.

became a billionaire when he was in
his 20s. But what makes him stand out
ishislack of peers.

Where have all the prodigies gone?
Thetech sector seems to be missing its
latest batch of 20-something founders
who become household names. The
only other example I can think of are
the Collison brothers, now in their

Yet most of the companies that
reach high valuations are run by older
founders. Ali Tamaseb, partner at
venture capital firm DCVC, found that
over the previous 15years, the median
age of start-up founders with billion
dollar plus companies was 34.

Investors may have grown less will-
ing to hand large sums to inexperi-
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Give whistleblowers compensation, not a US bounty system

Compensating whistleblowers for the

Internal Revenue Service received over

out, there is no shortage of

losses to the public can thus be
minimised. In our experience, most
whistleblowers simply want the
wrongdoing to stop. Our 2021 research
with YouGov found only 2 per cent of
respondents said they would
whistleblow for financial reward, while
over 40 per cent would raise a concern,

risk they face in reporting fraud is 14,000 claims but only 179 ‘whistleblowers coming forward —
unarguable — and is why damages at whistleblowers received payments. almost 14,000 reported to the agency
employment tribunals for US whistleblowers must expose in 2020-21. The real issue is listening to
‘whistleblowing claims must remain frauds involving hundreds of ‘whistleblowers: too many are ignored
pped, reflecting p ally life- h ds of dollars, and information or victimised when they raise a
long career losses. must lead to successful collection of the | concern.
However, suggesting the UK follow proceeds of fraud. Rewards bear no At Protect we directed to HMRC
‘the US system of “rewards” for relation to the damage done to the many callers during the pandemi
‘whistleblowing (“HMRC urged to boost | whistleblower and do nothing to raising concerns about employers
‘whistleblower payouts in evasion p the many th d: fraudulently claiming furlough
fight”, Report, August 24) isbasedona | raising valid concerns who don’t meet payments; often the employers had no
misconception. the IRS criteria. internal whistleblowing system to
‘Whistleblowers may receive eye- If HMRC wants to offer more address concerns.
popping amounts in the US but the generous financial rewards that’s fine Getting internal whistleblowing right

proportion of whistleblowers who
receive anything is tiny. In 2021, the US

but encouraging people to speak up is
not the key challenge. As HMRC point

can mean employers stop fraud before
regulators need to be involved, and the

dless of the risk to th Ty
Requiring all employers to have good

whistleblowing arrangements and
ensuring enforcement bodies are
adequately resourced would be a far
better way of dealing with fraud than
the US bounty system.
Elizabeth Gardiner
Chief Executive, Protect, London E2, UK

Algeria’s French ties are

not the only show in town
In “Emmanuel Macron seeks to reset
France-Algeria ties” (Report, FT.com,
‘August 25) you write that “although
Algeria is a big energy producer, the
Elysée has said that new gas imports
are not a focus of the visit, nor are big
defence contracts expected”.

France would love to win defence
contracts in Algeria but forfeited its
chance of doing so back in the 1960s
‘when it refused to sell weapons to the
newly independent state, meanwhile
selling Mirage fighter jets to Libya’s
Muammer Gaddafi.

Roughly 70 per cent of Algerian
‘Weapons are Now p d from

Russia; its tanks and armoured
vehicles are from Germany and its
corvettes and other naval equipment,
apart from submarines, are from Italy.
‘A US radar system was bought in the

mmanuel Macron at
the Martyrs’ Memorial in Algiers

‘Washington has lessons
to learn on foreign policy
Jane Harman is on the mark in her
column “Six lessons for US foreign
policy from Afghanistan” (Opinion,
‘August 19). But the reality is that in
place of Afghanistan one could insert
Vietnam, Iraq, Ukraine, China or
Russia!

The US government suffers from a
combined case of historical amnesia
and ignorance for which there seems to
be no cure. Lessons learned is an
oxymoronic term and should be
banned from the lexicon until those
lessons are heeded. Another aspect of
this condition is the American

‘Why is NHS not an issue
in Tory leadership race?
As the unedifying machinations of the
process to find Boris Johnson’s
successor grind on, the true meaning of
“Conservative values” is exposed as
candidates speak to the Tory
membership (Report, August 23).
Glaring is the fact that both
candidates — Liz Truss and Rishi
sunak — barely mention the NHS.
Tawait with interest to see how
“Conservative values” morph into
general election mode and a manifesto,
which includes a glorious future for the
NHS in the hands of the Tories in low-
tax Britain.

failure to h: fficient
knowledge and understanding of the
situations in which it is considering or
indeed is using force.
so stand by for many more columns
like the one written by Harman.

John
Great Wilbraham, Cambridgeshire, UK

Britain faces a ‘cost of
doing charity’ crisis too
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early thirties, who created payments
giant Stripe.

For decades, very young company
founders have been a stand-in for the
innovation, disruption and vision that
the tech sector prides itself on. Youth
equals a high tolerance of risk and a

healthy disregard for the sanctity of
existing systems. Some of the best-
known su

enced business creators. Elizabeth
Holmes did irreparable damage to the
idea that college dropouts should be
celebrated for their inexperience. she
left stanford University in 2004 at the
age of 19 to found biotech start-up
Theranos. Her youth was offered up as
one reason she was able to create a
blood-testing company those who
worked in the sector said was impossi-
ble. Of course, the naysayers were
right. Earlier this year, Holmes was
found guilty on four counts of fraud.
Not every famed tech founder was
fresh out of college when they turned
entrepreneur. Jeff Bezos created Ama-
zonwhen hewas 30. Elon Muskwas 29
when he co-founded X.com, an inter-

ies were that became
when they started the companies that PayPll Enc Yuan started Zuum V’ldeo
made their name, including Micro- ion a
soft’s Bill Gates and Facebook founder phenomenon. whenhe was 41,

Mark Zuckerberg. Steve Jobs co-
founded Apple when he was 21. Larry
Page and Sergey Brin were 25 when
they set up Google and had just turned
30 when it became a public company.
Evan Spiegel was 21 when he founded

But something will be lost if tech
does not replenish its supply of youth-
ful success stories. Peter Thiel, co-
founder of PayPal and a vocal propo-
nent of young founders, has railed
against what he sees as an increasingly

the disappearing message app Snap-  old population less willing to shoulder
chatand 26 whenits parent company  the risk necessary to change the
went 2$20b1 world. E

The mythology nf youth holds
strong. Zuckerberg’s hoodies are still
referenced when describing silicon
Valley’s unique business culture.
Never mind that he isnow 38, a father
of two | and nﬂen photngraphed in

racy” of mndmglnthe wayofwhat he
considers the revolutionary youth
movement of cryptocurrency.
Companiesare still being created by
young founders. The lack of breakout
stars is not down to lack of ideas.

kjumnpers.

Perhaps the tech sector is no more
immune from America’s creeping
gerontocracy than any other industry.
Evenincrypto, one of the most disrup-
tive sectors to emerge in the past few
years, the best-known founders are
middle-aged. Changpeng Zhao, 44,
created crypto platform Binance when
he was in his late 30s. Coinbase chief
executive Brian Armstrongis 39.

An ageing tech sector fits American
demographics. The nation’s median
age topped 38 in 2020, up from 28 in

Monday 29 August 2022

Instead, itmay be thy Itof the way
the sector has grown. While the
number of venture capitalists funding
young companies has increased, so
have acquisitions by the biggest com-
panies. The domination of Big Tech
means promising young founders are
more likely to be snapped up before
they have the chance to grow into
established names. The more success-
ful silicon Valley becomes, the more
compelled itfeelsto eatits young.

elaine.moore@jft.com
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1990s. Drones are bought from China.

One only needs to look at Algeria’s
position on the map to appreciate that
as geographically Africa’s largest
country it is an unavoidable security
partner for the EU and the broader
‘west in the western Mediterranean and
the Sahel.

France will have to change its
thinking on Algeria and encourage the
EU to do the same if its hopes of selling
‘weapons are to be realised in the
future.

French and Algerian officials view
links as uniquely complex, but the
‘world has changed over the last quarter
of a century. Countries such as China
and Turkey are important industrial
and military partners of Algeria, Italy is
‘boosting its energy and industry ties as
is Germany. The clock of history

‘What a second term for
Trump would mean

Martin Wolf s warning that a second
‘term for Donald Trump would mean
‘the end of the republic is not just silly
(Opinion, August 24). His recitation of
how America’s democracy could be
subverted sounds remarkably like the
steps the Biden administration has
already undertaken.

On undermining the electoral
system, it is Joe Biden who objects to
voter ID and prefers mass mail voting.
As for capturing the referees,
Democrats want to pack the Supreme
Court with favoured judges, and Biden
signed legislation to hire 87,000 new
armed Internal Revenue Service agents
‘to wage war on the middle class.

Biden has deployed the FBI and
Department of Justice to prosecute
Trump while the hounds in the media
‘bay for his- nnpnsonmem. As for

that is exactly what Biden’s ill-fated
ministry of truth wanted to do.

1t’s hard to know what a second
Trump term would mean for foreign
relations. But if the past is any guide,
we would see more peace and less
tension in the Middle East, the
termination of the apparently endless
war in Ukraine, a non-nuclear Iran,
and much more consultation with our
allies about impending US troop
redeployments.
Michael y Bond
Mercer Island, WA, US

King of America is the
only title he really covets

In reference to Martin Wolf’s “Second
‘Trump term would imperil republic”
(Opinion, August 24), isn't it time to
acknowledge the reality that Donald
‘Trump isn’t actually running for
president. Instead his ultimate plan is,
and has been, to make himself King of
America. Currently democracy is
standing in his way. This must be
dispensed with. The Republican party
is his chosen handmaid to do this
important work.

Guy Wroble

Denver, CO, US

Southern secessionists
posed a bigger threat

Martin Wolf, being British, can be
forgiven for agreeing with Dick Cheney,
that Donald Trump is the “greatest
ever [my emphasis] threat to the
Republic”. Cheney, being American,
cannot.

Trump, for the moment, should not
be judged a greater threat than
Jefferson Davis or Robert E Lee, who
caused nearly 700,000 deaths in order
to perpetuate slavery (Opinion, August
24).

LI'IS[S']ng
with claims about fake mformanon.

Frank
Skerries, County Dublin, Ireland
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Harlan Ullman
Senior Adviser, The Atlantic Council
Washington, DC, US

Put Putin’s cheerleaders
before war crimes tribunal

Alexander Dugin, the Russian
ideologue and one of the most
prominent supporters of President
Vladimir Putin's invasion of Ukraine
(Car bomb kills daughter of key Putin
backer”, Report, August 22) has
consistently advocated illegal wars of
conquest, desiring that other fathers
should have to bury their children.
Since wars have losers on both sides he
has also wished the experience of the
loss of his own child on thousands of
Russians, the people he claims to love.
At Nuremberg, Julius Streicher was
sentenced to death for having
published Der stiirmer, the virulently
anti-Semitic paper that laid the ground
for crimes later committed by others.
That was after a trial, not an unlawful
decision made by unaccountable
killers. If there are to be war crimes
trials in connection with Russia’s
criminal invasion those who urged it on
should also be in the dock.
Michael Romberg
London W1, UK

From low growth to no
growth — the Moscow way

1 very much enjoyed your excellent
leader entitled “Russia’s economy is
staggering, but still on its feet” (FT
‘View, August 20).

1t did strike me you might have
concluded that in the short space of a
few months Russia, which had
relatively successfully established a
low-growth market econemy over the
last few decades, had rather abruptly
reverted to its previous status as a no-
growth planned Soviet-style economy.
Neil McPhater
Longstanton, Cambridgeshire, UK

It’s not just a “cost of doing business™
crisis the UK faces (“‘Cost of doing
business crisis’ looms as company fuel
bills rise fourfold”, Report, August 25),
but also a “cost of doing charity™.

Hunger, homelessness and social
isolation are all expected to rise. Yet for
the charities responding with food
parcels, emergency housing and
driving people to social clubs, the rising
cost of food, energy and fuel is
pernicious. A donation of £1 yesterday
simply cannot achieve the same impact
today.

Charities have the knowledge,
relationships and experience that
governments often lack. Any
government support for businesses
must therefore also include charities.
Dan Corry
Chief Executive, New Philanthropy
Capital, London SE1, UK

Even qualifying the
accounts is lost in jargon

It’s worrying to read that Lex believes
that “auditors’ statements in company
accounts tend to be written in jargon”
(“Accountancy: going, going, gone”,
Lex, August 19) and to be reminded
that in almost 20 years, KPMG never
once qualified Carillion’s accounts.

In a world where FT journalists or
corporate activists, rather than
auditors, often expose impending
corporate failure, if Lex is right about
the jargon, perhaps we might not even
notice if auditors attach a qualification
to their report?

Barry T Gamble
Banbury, Oxfordshire, UK

Correction

®By 2032, 30 to 50 per cent of all
wvehicles sold in the US could qualify for

anew taxcredit for electric vehicles, not
3010 50 per cent of EVs, aswrongly
stated in an article on August 25.
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Ruchir

Sharma ‘%‘ ),

his month, as the dollar

surged to levels last seen

nearly 20 years ago, ana-

lysts invoked the old Tina

(there is no alternative)
argument to predict more gains ahead
for the mighty greenback.

What happened two decades ago sug-
gests the dollar is closer to peaking than
rallying further. Even as US stocks fell in
the dotcom bust, the dollar continued
rising, before entering a decline that
started in 2002 and lasted six years. A
similar turning point may be near. And
this time, the US currency’s decline
could last evenlonger.

Adjusted for inflation or not, the
value of the dollar against other major
currencies is now 20 per cent above its
long-term trend, and above the peak

A post-dollar world is coming

reached in 2001. Since the 1970s, the
typical upswing in a dollar cycle has
lasted about seven years; the current
upswing is in its 11th year. Moreover,
fundamental imbalances bodefll for the
dollar.

When a current account deficit runs
persistently above 5 per cent of gross
domestic product, it is a reliable signal
of financial trouble to come. That is
mosttrue in developed countries, where
these episodes are rare, and concen-
trated in crisis-prone nations such as
Spain, Portugal and Ireland. The US cur-
rent account deficit is now close to that 5
per cent threshold, which it has broken
only once since 1960. That was during
the dollar’s downswing after 2001.

Nations see their currencies weaken
when the rest of the world no longer
trusts that they can pay their bills. The
Us currently owes the world a net $18tn,
or 73 per cent of US GDP, far beyond the
50 per cent threshold that has often
foretold past currency crises.

Finally, investors tend to move away
from the dollar when the US economy is
slowing relative to the rest of the world.
Inrecent years, the US has been growing

slgmﬁmntlyfaxLer than the median rate
for other d ies, butitis

managed by an authoritarian regime.
1

poised to grow slower than its peers in
coming years.

1f the dollar is close to entering a
downswing, the question is whether
that period lasts long enough, and goes
deep enough, to threaten its status as
‘the world’s most trusted currency.

Since the 15th century, the last five

global empires have issued the world’s
reserve currency — the one most often
used by other countries — for 94 years
on average. The dollar has held reserve
status for more than 100 years, so its
reign is already older than most.

The dollar has been bolstered by the
‘weaknesses of its rivals. The euro has
‘been repeatedly undermined by finan-
cial crises, while the renminbi is heavily

alternatives are gaining
ground.

Beyond the Big Four currencies — of
the US, Europe, Japan and the UK — lies
the category of “other currencies” that
includes the canadian and Australian
dollar, the Swiss franc and the renminbi.
‘They now account for 10 per cent of glo-
bal reserves, up from 2 per centin 2001

Their gains, which accelerated during
the pandemic, have come mainly at the
expense of the US dollar. The dollar
share of foreign exchange reserves is
currently at 59 per cent — the lowest
since 1995. Digital currencies may look
battered now, but they remain a long-
Tun alternative as well.

Meanwhile, the impact of US sanc-
tions on Russia is demonstrating how
much influence the US wields over a
dollar-driven world, inspiring many
countries to speed up their search for
options. It’s possible that the next stepis
not towards a single reserve currency,
but to currency blocs.

South-east Asia’s largest economies
are increasingly settling payments to
one another directly, avoiding the dol-

lar. Malaysia and Singapore are among
the countries making similar arrange-
ments with China, which is also extend-
ing offers of renminbi support to
nations in financial distress. Central
banks from Asia to the Middle East are
setting up bilateral currency swap lines,
also with the intention of reducing
dependence on the dollar.

Today, as in the dotcom era, the dollar
appears to be benefiting from its safe-
haven status, with most of the world'’s
markets selling off. But investors are not
rushing to buy US assets. They are
reducing their risk everywhere and
holding the resulting cash in dollars.

‘This is not a vote of confidence in the
US economy, and it is worth recalling
that bullish analysts offered the same
reason for buying tech stocks at their
recent peak valuations: there isnoalter-
native. Thatended badly. Tinais never a
viable investment strategy, especially
not when the fundamentals are deterio-
rating. So don’t be fooled by the strong
dollar. The post-dollar world is coming.

The writer is chair of Rockefeller Interna-
tional

Everyone pays
the cost asrich
keep spending

Rana
Foroohar

nflation isn’t new, but price rises
«can still shock. I recently holidayed
inthe Hamptons, a tony beach area
outside New York, where I was
stunned to pay $800 for a single
shopping cart of groceries. This wasn't
at some foodie emporium, but rather at

incomes tend to receive a greater per-
centage of compensation in stock. They
also have vastly more home equity
(which tends to encourage more con-
sumption spending, according to IMF
research).

The American Enterprise Institute, a
right-leaning think-tank, estimated in
February that the wealth effect of both
asset gains and cash extraction from the
refinancing of property (which hasn’t
corrected yet, like stocks) represented
$900bn, with a consumption impact
that started last year and will continue
through2022.

Amazons ]eﬂ'Bezos can bu.lld a hllf—

Dom McKenzia

‘back stock? One practical result of this
unfortunate Wall Street-Main Street
arbitrage is lower productivity. Falling
procluctmty and amflclally low rates

to make tougher economic choices.
The US housing market is the best
example of the economic and sm:lal

S of extremely

pain for working people. It has been
releasing strategic petroleum reserves
in a partly successful effort to lower
pricesat the pump, ding pandem-

Textbook
economics will
not avert this
energy crisis

Torsten
Bell

conomic crises have phases

you canalmost feel. They ebb

and they flow, as the nature

and scale of the crisis, and our

awareness of it, changes.
Single events often crystallise a shift,
forcing policymakers to wake up to the
fact they are required to act in ways
that seemed unimaginable just weeks
before.

The run on Northern Rock in 2007
forced the traumatised Treasury I was
then working in to guarantee savers’
deposits, while initially ruling out
nationalisation and insisting this was an
isolated case. A year later, the collapse
of Lehman Brothers brought home the
reality: the global financial system was
on thebrink and it was time to national-
ise institutions at the commanding
heights of British banking.

For the UK’s current cost of living cri-
sis, the Northern Rock moment was
April’s 50 per cent increase in typical
energy bills to £1,971. The government
allowed prices to rise, while eventually
offeringhouseholds £30bn of support to
pay surgingbills.

But the latest announcement from
Ofgem that energy bills are heading to
£3,549 this October, on the way to more
than £5,000 in January, was the Leh-
man Brothers moment of this crisis. It
tells us we are entering a new world
where policies prevmusly seen as

allbut

prices will be heading higher just as
temperatures plummet and families
turn on the heating: the UK uses 80 per
cent of domestic gas between October
and March. Energy bills are on track to

be three times higher this winter than
last, at £500 amonth.
Worst affected will be the UK’s 4mn.

onp meters, who

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc= FTA%2F2022%2F08%2F29&ts 20220828193738&uq= 20220804103507

20/22



2022/8/29 08:35

the IGA, which is the American equiva-
lent of the UK’s Tesco. Food prices are up
everywhere, butin placeslike this, they
havereached nosebleed levels.

Wealthy locals and vacation shoppers
notice, but seem not to curb their spend-
ing. Everyone else is travelling an hour
or more to get groceries outside the
resort areas, ordering dry goods from
Costco and growing their own produce.

This story is extreme, but by no
means a one-off. To the extent that the
wealthy in the US are not yet cutting
back on spending, they may be an
important and under-explored factor
driving the inflation felt by all.

The top two-fifths of income distribu-
tion in the US accounts for 60 per cent of
consumer spending, while the bottom
two-fifths accounts for a mere 22 per
cent, according to 2020 BLS statistics.

Income inequality is not the same as
wealth inequality. But the two can go
hand in hand. People who make higher

billion-dollar yacht, and it doesn't
change life for anyone but him. But
when the top quintile of Americans asa
whole enjoy 80 per cent of the wealth
effect from rising stock and home val-
ues (the AEI's estimate), I suspect it
starts to have a real impact on inflation,
and on the overall structure of our econ-
omy, which over the course of the past
30 years of real falling interest rates has
become highly financialised.

Gavekal founder Charles Gave
explained the underlying dynamics of
all this in a recent piece for clients. “If
the market rate [of interest] is too low
versus the natural rate, then financial
engineering pays off . . . borrowing to
capture the spread will lead to a rise in
the value of those assets which yield
more than the market rate, but alsoto a
riseinindebtedness.”

The issue is that fewer new assets will
be created — why invest in a factory or
workforce training when you can buy

All pages from Financial Times (Asia), Monday, August 29, 2022

olten equal inflationary recovery peri-
ods—justasinthe1970s.

The only way out is through the pain
of higher interest rates. The market cost
of capital must be normalised to reduce
financialisation, and the unproductive
allocation of resources and inequality
thatcomes withit.

Unfortunately, the pain of that para-
digm shift (like the benefits of the
previous one) won't be shared equally.
Rising rates hit the poor hardest, raising
the cost of non-expendable items
such as food, housing and payment of
credit cards and other loans. The rich
can keep spending, while others have

growth. Historically, high home prices —
which are in part a result of more cash
buyers and investors in the market, as
well as zoningrestrictions and financing
trends that favour therich — mean more
people are renting. Rents today are ris-
ingnot just in big cities, but across most
of the country.

But the people who tend to rent are
those least likely to be able to pay the
higher prices. According to 2021 Pew
Data, 60 per cent of renters are in the
lower quartile of American income. If
you look at net worth, including asset
wealth, that number rises to 87.6 per
cent. As more discretionary income
goes on basics, the consumption picture
is further skewed towards the rich.

Of course, no economic paradigm
lasts forever. Higher interest rates will
eventually bring down artificially
inflated asset values.

Meanwhile, the Biden White House is
doing what it can to buffer inflationary

ic-era caps on some student loan pay-
ments and pushing for antitrust action
in areas where corporate concentration
(which has grown hand in hand with

inancialisation) may be ible for
some inflationary pressure.

But more changes are needed. The
success of corporate lobbyists in over-
turning efforts to roll back carried inter-
est loopholes are shameful. Student
debt forgiveness — no matter how gen-
erousitis — will not change the fact that
the cost of four years of private univer-
sity in the US (an elastic cost that can be
bid up indefinitely by the global rich) is
nearly double the median family
income. Housing markets continue to
cryout formajor reform.

Isuspect it will take a younger genera-
tion to push through these sorts of sys-
temic changes. They simply don’t have
asmuch asset wealth to protect.

rana.foroohar@ft.com

Europe’s leaders must avoid divisions that would only benefit Moscow

Martin
Sandbu

giant flame burning

outside St Petersburg, big

enough to be seen from

Finland, captures Europe’s

challenge as autumn
approaches: Vladimir Putin s flaring off
gas while the continent braces for a win-
ter of discontent triggered by record
energy prices.

Putin's attack on Ukraine has brought
home the need for more pan-European
public goods and joint action, above all
for security and energy independence.
It reinforces a realisation that was
already seeping into the political con-
sciousness thanks to the pandemic and
the climate crisis.

But the next six months will putlead-
ers’ best intentions to severe political
and economic tests. The need to do

20

more together comes just as national
politicians face extreme temptation to
become more inward-looking. And gov-
ernments will have to invest more
money inthe common good just as their
economies take a turn for the worse.

At home, every country is racked by
high energy prices, and the demand to
cushion the blow for voters will take up
ever more political attention. It would
be amistaketolet the cost of living crisis
distract from helping Ukraine, since it is
largely caused by Putin’s weaponisation
of gas prices. But the temptation to do
50, and the pressure to put one’s own
country first, will only get stronger as
the suffering from rising energy bills
becomes moresevere.

Then there are pre-existing frictions
that undermine the EU’s ability for col-
lective action. Poland’s and Hungary’s
erosion of the rule of law remains unre-
solved. The European Commission has
declined to approve the latter’srecovery
plans and has launched its new instru-
ment for holding back other budget
transfers to Budapest, too. Warsaw’s
plan is approved but any disbursement

is condi on further

its politicised judiciary reform. The eco-
nomic squeeze may bring both back
into the fold but it could also tempt
‘them to play a bigger spoiler role.
Elsewhere, the political spectres from
the eurozone crisis have started appear-
ing again. Suspicions about how Italy is
spending its recovery fund money are
not far below the surface. Grumbles can
be heard that Berlin has not shed its
penny-pinching instincts when it comes

to EU financial aid for Ukraine. And in
Spain — previously hard hit by crises but
today relatively well placed with its
large gas import capacity — politicians
find it hard not to invert Germany’s old
lecturing, accusing it of living beyond its
(energetic) means.

Beyond the politics, economic obsta-
cles to policy action are mounting too.

Inuring Europe from Putin’s energy
manipulation will require investments
to better tie the bloc’s energy infrastruc-
ture together. But public and private
finances areset to deteriorate.
Most growth indicators point in the
direction; mer ionwould

land such a message among those who
have long felt bypassed by whatever
bund b

cannot spread the higher winter costs
out over the year. They will be asked to
find more than £700 in January alone —
over half of their typical disposable
income Millions will run up arrears and
damage their financial health. And
thousands will risk their physical health
because they cannot heat their homes.
Averting a winter catastrophe will
require different, not just larger, inter-
wventions from the incoming prime min-
ister. The government s response to date
has been to insist that consumers face
thetrue cost of energy to provide strong
incentives to reduce consumption. At
the same time, it provided lump-sum
discounts and payments, particularly to
those on benefits, to cover some costs.
This is what the economics textbooks
call for and it made sense when bills hit
£2,000. It is not viable when they are
more than double that amount. The cliff
edge between those who do get support.
and those who get next to nothing
becomes too great — earning £1 too
much, sothat you don't qualify for uni-
wversal credit, could cost you more than
£1,000.
Because thep p
they take no account of how big
increasesin energy bills are for different
households. Thechallenge to comeis far
greater than average for a large, low-in-
come family renting a poorly insulated
homethey are powerless toimprove.
Thy f the crisis calls for aradical

areal

there may
Between EU countries, intriguing
political reconfigurations are under
‘way. Hungary’s friendliness with Russia
has ali d it from Poland. This has

be a lucky outcome. Even if Europe is
spared an outright recession, Putin’s gas
games make it poorer through much-
worsened terms of trade. Germany, of
all countries, has gone into trade deficit
on the back of expensive gas imports.
Add to this a monetary orthodoxy tell-
ing the European Central Bank to
reduce aggregate demand, damp wage
demands and rein in the eurozone’s
(impressive) job growth.

This perfect storm makes for a winter
of divisi d ther i
That, of course, is Putin'sgoal. It must be
all of Europe’sgoal toavoid it.

It is a good start that EU leaders are
keenly aware of their predicament. As
all face energy crises at home, they
understand the domestic pressures on
their counterparts. Some are trying to
prepare voters for whatis going to come.
But it will take great political deftness to

* FINANCIAL TIMES

neutered the Visegrad group, joining
both with Czechs and Slovaks, often in
opposition to western Europe. Coun-
tries on the EU’s northern flank are awk-
wardly finding they cannot be defence
hawks and fiscal hawks at the same
time: if they want greater investment in
Europe’s security, they must be open to
more jointspending or laxer restrictions
onnational budgets.

These are at most hints of a more
cohesive politics. Torealise it, and frus-
trate Putin’s designs, government chiefs
must resist their instincts as merely
national leaders. German chancellor
olaf Scholz’s much-awaited speech in
Prague today is the best chance to give a
strong lead. To say it is a make or break
moment for Europe’s future may be an
exaggeration. But only aslightone.

martin.sandbu@ft.com

approach. We will have to cap energy
costs below market rates, so it’s time to
focus on the hard questions involved.
How far do we go? Should everyone, or
just those on low and middle incomes,
benefit? And how will we pay the bill,
which will amount to tens of billions of
pounds? There are some bigtrade-offs.

A radical social tariff would be the
best targeted approach for those on
lower incomes seeing their bills rise
most, but is harder to implement thana
price cut for everyone. Borrowing will
take alot of the strain but windfall and
solidarity taxes should be imposed if we
are to reduce bills significantly without
forcing the Bank of England into even
biggerinterest raterises.

None of thisis easy, but the energy cri-
sis has made us much poorer as a coun-
try. The phoney war phase of this crisis
is over; the doing something about it
part should begin urgently.

The writer is chief executive of the Resolu-
tion Foundation think-tank

Monday 29 August 2022
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