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Bland ambition

Dullness helps Biden and Starmer
beat the critics — JANAN GANESH, PAGE 17

All pages from Financial Times (Asia), Wednesday, August 31, 2022

CIAL TIMES

INTERNATIONAL NEWSPAPER OF THE YEAR

Living with Covid
Impact on heart a
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Flight plan
Private jets should be testing ground
for green aviation —PILITA CLARK, PAGE 16

Iraq clashes
Cleric Sadr
calls for calm

Armed members of Saraya al-Salam, a
‘military wing affiliated with Shia cleric
Moqtada al-Sadr, take aim during
clashes with Iraqi security forces in
Baghdad’s green zone yesterday.

The unrest, which has left at least 30
people dead and hundreds wounded,
erupted on Monday after Sadr said he
was withdrawing from politics. Loyal-
ists broke through the heavily fortified
green zone, which houses parliament,
before pulling back yesterday after Sadr
had called on them to retreatin a tele-

vised speech.

sadr asked his supporters to drop
their weapons, saying: “My head is
down and Tapologise to the Iraqi people.
Thespillingof raqi blood is forbidden.”
Baghdad In turmoil page 4

‘Anad Al-Rubzye/AFP.

Musk cites Twitter whistleblower
as new grounds to halt $44bn deal

@ Tesla founder seeks trial delay @ Zatko's testimony seized on e Financial impact claimed

TIM BRADSHAW — LONDON

Elon Musk has seized on a whistle-
blower report by Twitter’s former secu-
rity chief to bolster his campaign to ter-
minate his $44bn deal to buy the social
mediacompany.

Musk’s legal I:eam ‘Wrote to Twitter
executives on Monday, claiming that
peiter Zatko’s allegations, if true,
breached aspects of the merger agree-
ment struck in April but which the bil-
lionaire has been seeking to abandon

as “Mudge”, was also served with a sub-
poena from Musk’s team over the week-
end to testify in the case.

Until now, Musk’s legal efforts to
extricate himself from the deal have
centred on the scale of Twitter’s fake
user problem. Monday’s letter outlinesa
much broader argument, suggesting
Zatko's claims give the billionaire the
right to terminate the merger agree-
ment onseveral points.

Twitter's lawyers responded, stating
the notice of termination was “invalid

sinceJuly. and wrongful under the agreement” and
The Tesla chief yesterday da based on that “are riddled
delay to the trial over whether he must  withi i dinaccuracies”. suffer a

go through with his takeover of the

social media group, scheduled for Octo-

ber in the Delaware Court of Chancery.
Zatko, known in cyber security circles

security. He alleged that Twitter
breached its obligations under a 2011
agreement with the Federal Trade Com-
mission to protect user data. He also
claimed Twitter failed to disclose mate-

rial infor security w E
tiestoinvestorsand itsboard. ‘Twitter rejects
As aresult, Musk’s legal team argues,  Elon Musk’s
‘the platform could facealarge fine, with  charge that it
“material, if not existential, conse- under-reported
quencesto Twitter’s business”. spam and
The comp: ded thatithad  fraudul
“breached nonefits representationsor ~ accounts

obligations”, adding that Twitter had
“not suffered” and was “not likely to

Zatko, who was fired by Twitter this
‘year, filed a complaint to US authorities
alleging that the social media company
misled users and regulators on its cyber

p material adverse
effect”. Twitter has rejected Musk’s
charge that it has under-reported spam
and fraudulent accounts.

Zatko's complaint was filed to the US

Securities and Exchange Commission,
the Department of Justice and the FTC
on July 6, two days before Musk
announced that he wanted to back out
ofhis deal with Twitter.

Ann Lipton, business law professor at
Tulane University, said Musk would
have to show that the problems alleged
by zatko “would have a significant,
long-term effect on Twitter’s finances”.

Although Musl’s new legal argument
is “relyinga lot on the Zatko complaint”,
the testimony supported Twitter’s
defence of its audience numbers, she
added. “since [user numbers are]
almost everything that has been liti-
gated up until now, it all puts Musk inan
awkward position,” Lipton said.
Additional reporting by Hannah Murphy
Lex page 18

» Counter-attack sparks Kherson combat
Heavy explosions have been reported around the
southern Ukraine city as Kyiv forces seek to retake
one of the first conurbations to fall to Russia after
the invasion.— pace 2; SYLVIE KAUFFMANN, PAGE 17

» IMF approves $1.1bn for Pakistan

The fund has revived a stalled assistance package
expected to help stave off default. But austerity
measures introduced to secure the funds come as
the country faces devastating floods.— pAGE 4

» ExxonMobil at loggerheads with Kremlin
The US oil group has contested a presidential decree
signed by Vladimir Putin this month that it says has
stymied its effort to exit Russia, setting the stage for
a potential legal showdown with Moscow.— PAGE 8

» Kerry praises China’s climate measures
US climate envoy John Kerry
has lauded Beijing for
“generally outperforming its
commitments”, despite flaring
tensions with Washington over
the status of Taiwan.— pace 4

» Morgan Stanley lawyer oversees traders
‘The Wall Street bank has ordered one of its lawyers
to shadow its US equity syndicate desk, which is
entangled in a federal probe into block trading, as it
seeks to beef up its supervision regime.— PAGE 6

> US consumer confidence shows uptick
nger ing and holiday i ions have
Imosledthe Conference Board’s index, whilea
labour department survey showed increasing signs
of tightening in the domestic jobs market.— pace 2

» Investors team up for AC Milan swoop
The New York Yankees baseball franchise and a
Los Angeles fund have lined up to invest alongside
buyout group RedBird, which is nearing a €1.2bn
acquisition of Italy’s football champions.— pacE &

Hard times
% of US adulfs who say
they are suffering
Jul12022 5.6%

The share of
Americans
who consider
themselves to
be ‘suffering’ was
56 per cent in
July, the highest
since the 2008
o inceptionof the
index. Itis small
compared with
0 the512per cent
secing themselves
as ‘thriving’
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Source: Gallup Life Evaluation index, Aug 2022

Chinese esplonage threat
to Europe rivals Russla’s

Analysis » PAGE 3

Frustrated Evergrande bondholders
push own plan for debt restructuring

CHENG LENG AND TABBY KINDER
HONG KONG

Global funds that invested in Ever-
grande’sbonds have come up with their
own debt restructuring plan for China’s
cash-strapped property developer and
demanded that its chair repay liabili-
ties with his own fortune, according to
two people familiar with the matter.

dholders laid out a framework to

patience amid threats of legal action.
The foreign creditors, who are being
advised by law firm Kirkland & Ellisand
investment bank Moelis & Co, also pro-
posed that Evergrande chair HuiKa Yan
‘buy new shares issued by the company
and use the capital to repay part of its
offshore debts, one of the peoplesaid.
The sum investors have requested is
nntlmovm buta semnd pemmfam]har

foreign bondholders’ “expectations and
‘boundaries”, one of the people said.
Investors including BlackRock, UBS,
Ashmore and funds controlled by HSBC
‘were large owners of Evergrande bonds
‘when it spiralled towards defaulting on
its offshore debt late last year, but many
have since sold their holdings. Based on
filing dates in June or later, international
mvesmrs in do]]a{ denommaled Ever-

dit

ar Ash-
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Blasts heard in battle to retake Kherson

Strategically important
city hit with missiles and
artillery in bid to turn tide

VERONIKA SAMBORSKA — LONDON
JOHN PAUL RATHBONE AND

ROMAN OLEARCHYK — KYIV

Residents in Kherson reported heavy
explosions around the southern
Ukraine city as Kyiv’sarmed forces con-
tinued an offensive to retake one of the
first conurbations to fall to Russian
forces following Moscow’s full-scale
invasion of its neighbour.

Ukrainian missile strikes and artillery
fire hit the city on Monday night and
yesterday morning on the second day of
what Kyiv says is a counter-attack to try
toturn thetide of the war.

One Kherson resident said she had

heard machinegun fire and the sound of
large-calibre weapons close to her home
inthe city centre.

“It’s very loud . . . for the second day
there hasn’t even been an hour break
where something did not explode or
bang,” she added. “It’s scary but at the
same time joyful when you hear the
sound of explosions.”

Long-running partisan resistance in
Kherson since Russia’s takeover has
forced Moscow to repeatedly postpone
its plans to annex the region through a
referendum. Government advisers told
the Financial Times that one aim of the
latest Ukraine offensive could be to con-
tinue toundermine that pros]

Ukraine has maintained a near-total
news blackout on the operation since it
began and senior officials in Kyiv cau-
tioned that the operation would be

“slow”, “grinding” and gradual. “Thisis
aplanned slow operation to grind down
‘the enemy, saving the lives of our mili-
tary and civilians,” Oleksiy Arestovych,
an adviser to the government, said ona

“This process will end with
the installation of the
Ukrainian flag over all
settlements of Ukraine’

YouTube news channel. “Be patient.
This process will not be very fast but will
end with the installation of the Ukrain-
ian flag over all settlements of Ukraine.”

The military aim of the assault is to
recapture territory Moscow seized in
the early weeks of Russia president
Vladimir Putin’s invasion, when his

troops swept in from the Crimean
peninsula.

It comes as a mission from the Inter-
national Atomic Energy Agency arrived
in Kyiv onits way to inspect the Zapor-
izhzhia nuclear power plant, which is
near Kherson on the southern frontline
and has come under repeated fire, rais-
ingfears of a catastrophic accident.

Russia insists it will not return any of
the Ukrainian territory it has captured.

“heavy casualties” on Ukrainian troops.
Kherson, a mostly flat province on the
delta where the Dnipro river flows into
the Black Sea, has strategicimportance
for Russia as a “land bridge” to Crimea,
whichitannexed from Ukrainein2014.
Before the attack, Ukraine conducted
two months of strikes deep behind
enemy lines on the southern front line
using long-range drones and western
‘weaponry such as US-made Himars —

Dmitry Peskov, spok for Putin,
told reporters yesterday that Russia’s
invasion was “ongoing, methodically
and according to plan, and all the goals
will be reached”, according to the Inter-
faxnews agency.

Russia’s defence ministry said on
Monday evening that Ukraine’s new
offensive had “completely backfired”
and that Russian forces had inflicted

truck d guided missile launch-
ers with a range of up to 80km.
According to Britain’s defence minis-
try, Ukraine was continuing such strikes
yesterday to disrupt Russian supply
lines and infrastructure. Officials in Cri-
mea tacitly confirmed the strikes.
Additional reporting by Max Seddon in

Riga
See Opinion

Consumer
confidence
increases amid
tightening
jobs market

LYDIA l'om(lw AND ALEXANDRA WHITE
NEW YOR|

US consumer confidence increased in
August for the first time in three
months on stronger consumer pur-
chasing and vacation intentions, while
the domestic labour market showed
increasing signs of tightening.

The Conference Board’s consumer con-
fidence index increased from 95.3 in
July to 103.2 in August, above econo-
mists’ expectations of 97.9, according to
aRefinitiv poll.

Ce purchasing i

Special relationship with UK

may be under strain if foreign

secretary becomes next PM

FELICIA SCHWARTZ — WASHINGTON

‘When the UK’s newly appointed foreign

secretary, Liz Truss, met her US coun-

terpart, Antony Blinken, for the first

time last September, the conversation
was far from diplomatic.

Accordmg o peuple brlefed on the

1

relaunnshlp between the two cmmtnes,
a concept that has underpinned the
US-UK alliance since the phrase was
popularised by Winston Churchill in the
1940s.

Truss said she had seen few tangible
examples to support the idea that the
relationship was particularly unique,
one of the people said, citing Britain’s
better trade relations with Canada,
Japan and Mexico, as well as a dispute
over steel tariffs with the US.

“Her attitude was, “What have you
done for me lately?” the person said.

That conversation was emblematic of
a style described as blunt, binary and
assertive by US officials and analysts,
some of whom said Truss was quick to
take maximalist positions without
thinking of the consequences.

With Truss on course to become UK
prime minister on Monday following
the ruling Conservative party’s bruising
leadership election, the Us foreign pol-
icy establishment is asking whether she
will take her bombast from the Foreign
Office to Downing Street.

“Truss is going to be a lot more asser-
tive in standing up to the Bidenadminis-
tration than Boris Johnson,” said Nile
Gardiner of the rightwing Heritage

dation think-tankin Washi

On the Ukraine war, which has domi-
nated Truss’s period as foreign secre-
tary, the US and UK have presented a
united front and co-ordinated closely to
declassify intelligence before and after
Russia president Vladimir Putin’s inva-
sion. But beneath the veneer of solidar-
ity, Truss has at times irked her Ameri-
can counterparts, according to people
briefed on their thinking.

Inaspeechin April, she called for the
countries to work together on a
Marshall Plan for Ukraine, an echo of

Diplomacy. Transatlantic ties

Truss’s blunt approach raises eyebrows in US

r
'3

Speaking out: Liz Truss talks to the
media during a trip to Washington
in March this year.

Below, Margaret Thatcher dances
with Ronald Reagan at the White
House in November 1988

m Watson/ AP Lay Rubensian/Reutars

A

the US programme that funded the
reconstruction of western Europe after
the second world war. The speech
“raised eyebrows” in the Biden adminis-
tration, according to a US official, given
that Britain has given billions less in
economic and lethal aid to Kyiv than
Washington.

Itwas but one instance of an approach
that another senior administration offi-
cial described as “very black and white”,
‘where her rhetoric has outstripped Brit-
ish commitments and American policy.

In March, Truss said the US and UK
must “work together to ensure that
Putin loses in Ukraine” and in July said
that the Russian president needed to
“suffer astrategic defeat”.

But the US has backed away from talk
of outright defeat of Russia. And after
US president Joe Biden used a speech at
Warsaw in March to declare that Putin
could not remain in power, his aides
‘were forced to make clear the US was
notadvocatingregime

Truss and her team have at times
‘been frustrated by Washington's unwill-
ingness to take a harder line on Russia, a
person familiar with the matter said.

Some US officials characterised the
tensions as the kinds of squabbles that
siblings often have and said they would
not fundamentally alter Anglo-Ameri-
can ties. The US state department
declined to comment. The White House
and Truss’s leadership team did not
respond to requests for comment.

‘Truss has cultivated ties in the Biden
administration and on Capitol Hill and

‘She is viewed as

aradical Thatcherite
politician who is not afraid
to shake things up’

is better known there than her Tory
leadership rival, Rishi Sunak.

she met Biden with Johnson last Sep-
tember, an encounter aides described as
“warm”.

Sources close to Truss suggest she
would be unlikely to take the UK ina
radically different foreign policy direc-
tion to her predecessor. She saw the Us
as one of the UK’s most important part-
nerships from an economic and secu-

increased in August and vacation inten-
tions hit an eight-month high, the board
said. “August’s improvement in confi-
dence may help support spending, but
inflation and additional rate hikes still
pose risks to economic growth in the
short term,” said Lynn Franco, senior
director of economic indicators at the
Conference Board.

The survey found that consumers
were more optimistic in the next six
months about both the labour market
outlook and short-term business condi-
tions than they had been previously. In
August, 17.5 per cent of consumers said
they expected business conditions to
improve, up from 13.7 per cent in the
previousreading.

The board’s present situation index,
which reflects consumers’ assessment
of business and labour market condi-
tions, recorded a gain for the first time
since Marchto145.4.

Whether the August increase marks a
turning point is uncertain as “levels of
overall confidence and the present situ-
ation and expectations . . . remain far

rity perspective and would prioritise the
relationship during her premiership, an
ally of the foreign secretary said.

Truss’s efforts to cast herself as heir to
Margaret Thatcher has ‘won suppnrt
among
embrace of free trade lnd conservative
bonafides.

“Truss is widely admired by conserv-
atives in DC,” said Gardiner. “she is
viewed as a radical Thatcherite politi-
clan who is not afraid to shake things

But her stance on Brexit and the
Northern Ireland protocol has caused
friction with Democrats. Nancy Pelosi,
US Speaker of the House, said after a
phone call with Truss this summer that
she was “deeply concerned” by the UK’s
intention to discard the protocol.

Truss said earlier this month she
‘would nut buwm pressure. “I took on

for iating the North-

below readings”, said
Joshua shapiro, chief US economist at
MFRinanote.

A separate survey of consumer senti-
ment from the University of Michigan
released last week, which reflects the
cost of living, showed US consumer sen-
timent ticked up from historiclows.

There was an unexpected rise in
demand for US workers in July, even
after factoring in an upward revision to
the previous month. The number of job
openings stood at 11.24mn on the last
business day of July, according to the Job
Openings and Labour Turnover Survey
released yesterday by the US labour
department. That wasup from 11.04mn
openings at the end of June, which was
revised higher from theinitial reading of
about10.7mn.

July’s figure, which topped econo-
mists” expectations for 10.45mn jobs,
follows three consecutive monthly
declines and brings total openings
closer to May’s record of 11.55mn.

The number of openings increased
the most in transportation, warehous-
ing and utilities, arts entertainment and
recreation, federal government and
state and local government education.
That was offset by a decrease in open-
ingsindurable goods manufacturing.

The share of workers that voluntarily
quit their jobs was little changed at
4 2mn but still hovered above pre-pan-

levels, a sign that workers are still

ern Ireland protocol . . . and I will be
very clear with people like Nancy Pelosi
exactly what I think about this and
exactly what we need to do.”

Additional reporting by Jasmine Cameron-
Chileshe in London

confident they can find new employ-
ment opportunities.

The number of workers who were
laid off edged up to 1.4mn in July from
13mninjune.

Martin Wolf see Opinion
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Gas price rise expected to prolong elevated eurozone inflation

VALENTINA ROMEI — LONDON

Eurozone inflation will hit a double-
digit rate in the autumn and remain
higher for longer as a result of the surge
in gas prices, economists have warned.

The higher inflation expectations are
adding pressure on the European Cen-
tral Bank to consider a bigger interest
rate even though many economists are

el e

ber. They expect August’s figure, to be
released today, toreach 9 per cent.
Inflation continued to surge in Ger-
many, where consumer prices rose by
8.8 per centintheyear to August, driven
up from 8.4 per cent in July by soaring
energy and food prices to hit the highest
level for more than 40 years. A flash
estimate released yesterday showed
sSpanish inflation had fallen to 10.3 per

TR A T S e

with growth expectations halved from
June to less than 1 per cent. Many are
more pessimistic. Schmieding revised
down Berenberg’s forecast for 2023
eurozone GDP to a 1.5 per cent contrac-
tion, while raising inflation expecta-
tions for that period to 6.1 per cent from
5percent.

inflation, schmieding said. But the addi-
tional pressure would be diluted by
long-term gas contracts, delays in
higher prices passing through the pro-
duction process, businesses absorbing
some of the costs and government miti-
gation measures, he said. After a lift
from a revival in summer tourism, euro-

“Aiu]lpass through” of wholesal
prices of about €200 per MWh wuuld

AA T 40 O mnmramtnmn nnintn fn Maemon

zone GDP “will pr signif-
icantly until spring 2023 as private con-
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The European gas price last week hita
record of €343 per megawatt hour,
more than double the figure at the end
of July and seven times that of the same
period last year. Reduced flows of Rus-
sian gas have increased fears of short-
ages, with the EU preparing emergency
measures tocurb soaring prices.

Many economists, who have also
revised up their forecast for next year,
predict the annual change in

severe blow to the European econo-
mies,” said Holger Schmieding, chief
economist at Berenberg. “Higher prices
for consumersand higher costs for com-

‘ European gas futures |
have surged
Nymex Dufch TTF natural gas
front-month price (€ per MWh)

panies will deepen the recession and 400
worsen the inflation outlook.”
surveyed by C } 500

Economics this month revised up their
eurozone inflation forecasts for 2023 to 200
anaverage of more than 4 per cent, dou-
ble the ECB’s target and nearly a per- 100
centage point higher than the average
forecastin June.

The i forecast ®

prices will accelerate from July’s record
8.9 per cent to above 10 per cent in Octo-

for eurozone gross domestic product in
2023 has become i gloomy,

2018 19 20 21 22

sutipuuL, vusmIEss LIvESULCHL @
exports fall”, Schmieding said.

The impact of surging gas prices on
eurozone growth could be long-lasting,
said Andrew Kenningham, chief Europe
economist at Capital Economics.

“The eurozone is less likely to regain
its pre-pandemic trend growth rate
because there will be some permanent
loss of competitiveness which will lead
to some loss of activity, especiallyin . . .
metals and chemicals,” he said.

Giada Giani, economist at Citi, said
the inflation trajectory for 2023 “has
shifted higher”, with Citi’s 2023 average
nowat 6.2 per cent.

Additional reporting by Martin Arnold in
Frankfurt

Gazprom see Companies
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after US Taiwan ‘provocation’

MERCEDES RUEHL AND OLIVER TELLING
SINGAPORE

Malaysia’s former prime minister
Mahathir Mohamad has blamed
“US provocation” for the increased
tension over Taiwan and urged
south-east Asian countries to move
closer toChina.

The 97-year-old politician, who is the
country’slongest-servingleader andlast
stepped down as prime minister in
2020, told the Financial Times in an
interview that China was a “big market”
for Malaysia and the region and main-
taining that relationship was crucial.

Mahathir added that China’s philoso-
phy —unlike the west — was not to con-
quer and occupy nations.

“Yes, China is claiming the South
china Sea as theirs but they haven’t
invaded us . . . They want to influence
methods in Asean countries, but they
have not occupied us, they have
invested in us,” he said, referring to the

Association of Southeast Asian Nations,
apolitical and economic bloc. “China is
avery good trading partner.”

Asean, which includes the Philip-
pines, Indonesia, Malaysia and Thai-
land, needs to stay away from the US
and the west’s “provocation” of China,
Mahathir said, referring to this month’s
controversial trip by US House Speaker
Nancy Pelosi to Taiwan. The visit infuri-
ated China, which claims the island as
its territory and launched military drills
around the countryinresponse.

‘Mahathir’s comments highlighted the
bind of south-east Asian countries that
have long relied on the US for security
and China for trade. Many governments
in the region have struggled to find a
response to the increased tension
between the rival superpowers.

The Mahathir administration from
2018 to 2020 strengthened ties with
China even though he had called for
greater scrutiny of Beijing’s i
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Baghdad in turmoil after Sadr
followers attack ‘green zone’

Fatal clashes linked to anger at lack of government 10 months on from election

M=

RAYA JALABI — BEIRUT

A powerful Iraqi Shia cleric yesterday
called on his supporters to pull back
immediately from Baghdad’s heavily
fortified green zone, after nearly 24
hours of fierce fighting with militia
groups tied to his Iran-backed rivals
that left 30 dead and hundreds more
wounded.

The unrest erupted after Mogtada al-
Sadr said he would with: from poli-

ol
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Gunfight: armed Sadr supporters exchange fire with security forces in the ‘green zone’ yesterday. Inset, Moqtada al-Sadr — armad s rubsye/aFDiGerty Images

deadline for his followers to leave fol-
lowing the violent clashes. “Within 60
minutes, if the Sadrist Movement does
not withdraw, including from the sit-in
at parliament, then even I will leave the
movement,” Sadr said.

Soon after, groups of men began clear-
ing out of the government complex,
security officials said, the shooting had
stopped and authorities lifted the
nationwide curfew that had been in

lacesince the night before.

tics. Hordes of the cleric’s loyalists were
outinthestreets within hours of his dec-
laration on Monday. They broke
through the concrete barriers of the
heavily fortified “green zone”, which
houses the parliament, many foreign
embassies and government buildings.
Many of the cleric’s followers have
been blockading parliament for the past
four weeks, staging a sit-in at a tented
encampment in protest at the deadlock
that has left Iraq without a government
since October’s parliamentary elec-
tions. Sadr’s movement won the largest
share of seats but he was not able to
secure a majority government after
refusing to include hisfellow Shiarivals.
The dleric, in a televised speech, seta

Sadr also expressed contrition during
hisspeech. “My head is down and I apol-
ogise to the Iraqi people,” he said. “The
spilling of Iragi blood is forbidden.”

Iraq has been mired in one of its
worst crises since the US-led inva-
sion toppled Saddam Hussein in
2003, with the country without a
functioning gov-
ernment for
more than 10
months. The
impasse marks
the longest
period that
fractious politi-
cal groups have
taken to agree on

el
Ay
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anew administration since the first US-
‘backed electionin 2005.

Sadr in June withdrew from the pro-
tracted government formation talks in
protest, pushing Iraq into uncertainty
and leaving it marred by intensifying
discord between shia groups who have
ruled Iraq since 2003. Sadr has recently
‘been calling for early elections and the
dissolution of parliament.

The escalating violence, the worst
fighting in the Iraqi capital for years,
deepened the turmoil and heightened
fears of more instability in the fragile
nation.

At least 30 people have been killed

and hundreds more wounded,
ding to the iated

grenades and machine guns into the
green zone. Security forces, which
include members of Iran-backed para-
military groups not directly under the
government’s control, appeared to fire
back.

Iran suspended flights to its neigh-
bour and closed off its borders, a sign
Tehran fears the violence could spread,
and at least one country evacuated its
diplomatic personnel from the green
zone. A statement from the UN mission
in Iraq, also housed inside the green
zone, urged calm. “The very survival of
thestateisatstake,” it said.

Sadr has long cast himself as being
outside the ruling establishment,

Press, which cited Iraqi offi-
cials. Gunand rocket fire ech-
oed throughout Baghdad on
Monday night and yesterday
morning. News footage
and videos posted
on social media
appeared to
show sadr’s
supporters

firing rocket-
propelled

despite i rolein the polit-
ical system. He has previously stirred
civil unrest, notably in 2016 when his
followers stormed parliament and the
greenzone.

An erstwhile militia leader who led
the main shia resistance to the US occu-
pation, he draws much of his support
from a devoted working-class constitu-
ency that he can mobilise on to the
streets. Sadr has championed himself as
a nationalist who has spoken against
foreign meddling.

COP27 summit

Kerry lauds Beijing’s commitments on climate change

ELENI VARVITSIOTI — ATHENS

renewables in the world,” Kerry said,

issue, it’s global, and no two countries

stating it would start to address its emis-

Austerity measures

IMF approves bailout for
Pakistan amid default fears

BENJAMIN PARKIN AND
FARHAN BOKHARI — ISLAMABAD

The IMF has approved the disburse-
ment of more than $1.1bn to Pakistan,
iving a stalled $7bn assi k

Sharif’s arch-rival imran Khan, who
was ousted as prime minister in April as
the economic crisis was brewing, has
seen his popularity surge and his Paki-
stan Tehreek-e-Insaf party has called

pa
age expected to help stave off default
despite a severe economic crunch and
devastating floods.

The IMF authorised the expenditure
after Prime Minister Shehbaz Sharif
introduced austerity measures, includ-
ingani: i prices.

“The formal resumption of an IMF
program is a major step forward in our
efforts to put Pakistan’s economy back
ontrack,” sharif wrote on Twitter.

Antoinette Sayeh, IMF deputy man-
aging director and acting chair of its
executive board, said maintaining the
reform measures would be crucial.

“Steadfast implementation of correc-
tive policies and reforms remains essen-
tial to regain macroeconomic stability,
address imbalances and lay the founda-
tion for inclusive and sustainable
growth,” she said.

But the austerity measures have
proved politically perilous at a tumultu-
ous time for the country. Inflation has
soared, with a basket of “sensitive” food
and fuel prices last week rising 45 per
cent from a year earlier. Flooding has
killed more than 1,000 and destroyed
rice and cotton crops.

forimmediate elections.

The government hopes financial
assistance from the IMF, as well as from
China and Saudi Arabia, will buy time
for inflation to ease ahead of polls,
which must be held by the second half of
nextyear.

“I could see why people would not be
so enthusiastic but my take is this: if 1
had let this country default — two or
three months ago it would have
defaulted — things would have been
much worse,” Miftah Ismail, finance
minister, told the Financial Times.

The government can now “show the
people of Pakistan that we are compe-
tent, that we know how to deliver”, he
said, speaking before the disbursement
had been finalised.

Pakistan’s IMF programme was nego-
tiated in 2019 under Khan but stalled
more than once over the implementa-
tion of spending cuts. After Monday’s
announcement, the IMF will provide
about $4bn over the coming year.

But Islamabad’s external debt obliga-
tions have surged, with repayments for
the financial year rising to $24bn from
about $14bn two years ago, according to
research firm Macro Economic Insights.

Budget

Sri Lanka will raise taxes in
effort to secure rescue deal

BENJAMIN PARKIN — NEW DELHI

sri Lankan president Ranil Wick-
remesinghe said yesterday the govern-
ment would raise taxes and strengthen
social safety schemes in a budget
designed to help secure an IMF support
deal and steer the bankrupt country
out of economic crisis.

‘Wickremesinghe was inaugurated last
month after his predecessor, Gotabaya
Rajapaksa, fled the country amid huge
anti-government protests. The presi-
dent used his first budget to outline
plans to increase value added tax from
12 per cent to 15 per cent, strengthen
central bank independence and reallo-
cate government funds towards relief
programmes.

He said these and other policies would
help to reduce the country’s debt and
inflation “inthe medium term”.

“This crisis will not be solved by
accusing one another, nor by faulting
the past,” he said. “It can only be solved
by adopting short- and long-term
plans”

The government has already under-
taken measures, including raising util-
ity prices and some taxes. Rajapaksa cut
taxes sharply two years ago, eroding
government revenues and triggering a
cycle that many economists blame for
tippingtheisland into crisis.

Sri Lanka in May became the first
Asia-Pacific country to default in more

than two decadesafter in effect running
out of foreign reserves to service its
overseas debt, which stands at more
than$50bn.

Wickremesinghe has sought to agree
an IMF bailout that would pave the way
for debt restructuring and a gradual
recovery. An IMF team is in Colombo for
talks and the president said he hoped
for apreliminary deal by next month.

Dimantha Mathew, head of equity
research at First Capital financial group

1

Debt focus: Ranil
Wickremesinghe,
Srl Lankan
president, will ift
value added tax
from 12% to 15%

in Colombo, said the budget was in line
with market expectations and would
probably be enough to secure a prelimi-
nary, staff-level agreement with the
IMF. “We believe all the IMF’s require-
mentswould be met through the budget
in terms of fiscal consolidation,” he said.

sri Lanka has partly been a victim of
global pressures, such as the surge in
commodity prices, which left the
import-dependent island of 22mn
struggling to pay for essential goods. But
the crisis has also been blamed on
chronic mismanagement by the
Rajapaksa dynasty, which ruled the
island for the better part of twodecades.
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AIME WILLIAMS — WASHINGTON

US climate envoy John Kerry praised
China’s efforts at tackling global warm-
ing and urged Beijing to resume sus-
pended talks on the issue, even as ten-
sions flare with Washington over the
statusof Taiwan.

China cut off climate talks with the US
this month in protest at House Speaker
Nancy Pelosi’s visit to Taiwan, putting
negotiations between the world’s two

referring to renewable energy. “China
has its own concerns about the climate
crisis. Butthey obviously also have con-
cerns about economic sustainability,
economic development.”

China’s military drills around Taiwan
have worsened tense relations with the
Biden administration over Befjing’s sup-
port of Russia’s invasion of Ukraine and
trade disputes. Disagreements with the
US have reached into the clean-energy
sector after Congress passed a law bar-
f solar panels and compo-

largest carbon dioxid inperil.  ringi

On climate change, however, Kerry
said China had “generally speaking, out- Kerry, who served
performed its commitments”.

“Theyhad said they willdo X, Yand Z
and they have done more,” President Joe
Biden’s climate envoy told the Financial
Timesfrom Athens, where he was onan
official visit. “China is the largest pro-
ducer of renewables in the world. They
happen to also be the largest deployer of

nentslinked toforced labour in China.

All pages from Financial Times (Asia), Wednesday, August 31, 2022
LAIWALL LLIILAL Y S1IUULS dL

Chinese drone for first time

can make a greater difference by work-
ing together than China and the United
states,” Kerry said. “This is the one area
that should not be subject to interrup-
tion because of other issues that do
affectus. And I'm not diminishing those

sions of methane, a potent greenhouse
gas. China did not go as far as to join a
'US-EU pact tocut methane emissions by
30per cent by 2030.
Chmx was expected ‘to announce its
ion plan,

other issues one bit, we need to work on
them_BlltIthmkaguudp]aoewbegmu
el-She

wurlcmgmgether

Kerry said he and Chinese counter-
part Xie Zhenhua were “solid friends”
‘but climate co-operation had been sus-
pended “from the hlghesl level” in

yof state
under Barack Obama, urged Chinese
president Xi Jinping to restart climate
talks with the US, saying he was “hope-
ful” that the countries can “get back
together” ahead of the UN’s November
COP27 climate summit in the Egyptian
resort of Sharm el-Sheilch.

“The climate crisis is not a bilateral

Chinain: i’s trip.

The US and China made a rare joint
declaration at the UN’s COP26 climate
summit in Glasgow last November to
announce co-operation on climate
change, with the Chinese special envoy
describingit asan “existential crisis”.

The US-China statement contained
few new commitments other than China

and ‘Washington and Beijing were work-
ing together to accelerate the phasing
out of coal usage and to address defor-
estation, Kerry said.

China’s coal consumption approached
record highs this month as heatwaves
and drought strained the power supply,
while US government forecasters
afifth of US electricity will be generated
by coal this year.

“The whole world is ground zero for
climate change,” Kerry said, listing
extreme recent events, including Arctic
melting, European wildfires and flood-
ing in Asia. It was “imperative” for glo-
balleaders to “move faster and do more
faster to be able toaddress the crisis”™.
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Contracts & Tenders

KATHRIN HILLE — TAIPEI

‘Taiwan has begun targeting Chinese
drones flying over its outlying islands
for the first time, highlighting the risk
that Beijing’s military pressure on Tai-
peicouldlead to actual conflict.
Soldiers on Kinmen, a Taiwanese-
controlled island close to the Chinese
city of Xiamen, shot at a Chinese drone
for the first time yesterday, the Army
Kinmen Defence Command said. The
uncrewed vehicle then flew away in the
direction of Xiamen.

“According to procedure, we warn,
report, try to expel with measures such
as flares, and if that fails, we fire shots,”
the command said.

dent for larger, armed unmanned aerial
vehicles entering the country’s auspm:e
above Taiwanese military installations.”
Earlier yesterday, President Tsai Ing-
wen told troops in Penghu, an archipel-
ago off Taiwan’s west coast: “The more
the enemy provokes, the more calm we
must be. We will not provoke disputes,
and we will exercise self-restraint, but it
does not mean that we will not counter.”
At the start of this month, China con-
ducted a week of unprecedented mili-
tary exercises in response to a visit to
Taipei by US House Speaker Nancy
Pelosi. The drillsincluded firing missiles
over Taiwan proper for the first time,
sailing closer to the island than ever

The more assertive app comes
as Taipei seeks to balance the risk of
sparlcmg oumght conflict with China
against to prevent it from dem-

7/

tion of i

FONDO DI PREVIDENZA PER I DIRIGENTI DI AZIENDE COMMERCIALI
E DI SPEDIZIONE E TRASPORTO “MARIO NEGRI”
(registered in the list of Italian pension funds - serial number 1460)
EXTRACT OF THE PUBLIC OFFER
Fondo “Mario Negri”, assisted by its advlsur Link Institutional Advisory Sagl, announces a public offer for the selec-

selezionegestori@fondonegri.it.

offering.

for the foll
3) Global Equities. The complete text of the public offer and all may be d directly to
Fondo di Previdenza “Mario Negri”, Via Palestro 32 = 00185 Rome = Italy = Tel. +39.06.44.873.602/603/604 = e=mail:

d. 1) Global Bonds; 2) Cnnvertll)le Bonds Eurnpe and USA;

Offers are to be returned by 18:00 CET on the 30" of September 2022 following the instructions provided in the public

FONDO MARIO NEGRI BOARD OF DIRECTORS

* FINANCIAL TIMES

onstrating effective control over nearby
‘waters and airspace, or even Taiwanese

“Such activities are presumably all
part of Chinese grey-zone tactics to wear
down Taiwan’s military,” said Franz-
Stefan Gady, a senior fellow at the Inter-
national Institute for Strategic Studies
think-tank. “While the military threat

before, and flying several military-grade
i Kinmen.

Since the official end of the manoeu-
vres, Taiwan has reported several incur-
sions of civilian-use drones over mili-
tary installations on Kinmen and adja-
centisletsand waters.

Analysts said drones had changed the
dynamics of how a conflict could start or
develop because they allowed military
systems to be deployed without the risk
of casualties.

“They are a tool that allows much
more flexibility for the deplﬁymg force

from small commerciall ilabl

unarmed drones is relatively minor,
Taiwan still needs to find means to deter
such activitieslest it set a tactical prece-

interms of

ing,” said Jake Harrington, an ana}yxut
the Center for Strategic and Interna-
tional Studies, a US think-tank.
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THREE-TIME WINNER
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Congratulations to our friend Rory Mcllroy for his amazing performance
in Atlanta. His latest victory is proof of the great player’s unwavering
passion and determination. To be the overall winner of this season-long
series requires consistent levels of precision and Rory delivered, for the
third time. Landing shot after perfect shot to become the best of the best.
Well done Rory. You've added another chapter to your extraordinary
history. Three cheers from OMEGA.
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Tough ask Under-fire Rakuten chief attempts to draw interest in online bank unit listing in the middle of a tech rout © companies

Companies & Markets

Internal lawyer
to supervise
Morgan Stanley
block trading

e Oversight is latest US probe fallout
@ More conservative attitude adopted

JOSHUA FRANKLIN AND ORTENCA ALIAJ
NEW YORK
Morgan Stanley has ordered an internal
lawyertoshadow the unit entangledina
federal investigation into block trading,
underscoring the gravity of the probe
and the steps the lender is taking to beef
upsupervision.

The bank has one of its

have been accused of any wrongdoing.
The bank has not confirmed that either
employeeisonleave.

Morgan Stanley declined to com-
ment. Passi did notrespond to arequest.
An email to Leisure’s Morgan Stanley
account generated an automatic reply
saying hewas outof the office and would
notb

lawyers to sit on its US equity syndicate
desk to supervise bankers and answer
their legal questions, according to peo-
plebriefed onthe arrangement.

The decision had been made after
Morgan Stanley placed Pawan Passi,
head of the US equity syndicate desk, on

The people briefed on the arrange-
mentsaid placing thelawyer on the desk
reflected a more conservative approach
by Morgan Stanley in engaging with
buyers of block trades, which are typi-
ca.l]y hedge funds. This has included

ing more cautious about receiv-

leavelast year, the peoplesaid.
It is the latest example of the fallout

ing inquiries of interest from hedge
funds about potential block trades, as

The investigation by
the DoJ and SEC gained
momentum after the
collapse of Archegos

from the probes by the Department of
Justice and the Securities and Exchange
Commission into Morgan Stanley’s
block trading business, which gathered
momentum after the collapse last year
of Bill Hwang’s Archegos Capital Man-
agement Block trades are bulk sales of
d by anis bank,
normally for a client, which tend to be
big enough tomove markets. US author-
ities are investigating whether investors
gained advance warning of any trades.
Heightened scrutiny of block trading
has emerged as one of the main legal
risks faced by Wall Street groups, along-
SldE a sepa.ram probe into bankers’ use

T N U

well asthel mu&mm estor
ippetite for such trades, th

‘When executing block trades, bank-
erswill typically speak to potential buy-
ers to gauge demand, sometimes shar-
ing details of the trade under a non-dis-
closure agreement and at other times
using generic terms designed to mask
the company involved.

Banks have periodically embedded
lawyers on their trading desk when they
have been under government scrutiny.
In the aftermath of the 2008 financial
crisis, Morgan Stanley adopted the
arrangement on its structured products
desk, which was. ible for trading

Team sports New York Yankees and LA fund
join investors in €1.2bn play for AC Milan

SAMUEL AGINI — LONDON

JAMES FONTANELLA-KHAN AND

SARA GERMANO — NEW YORK

The New York Yankees baseball fran-
chise and a Los Angeles investment
fund are investing in AC Milan along-
side RedBird, a private equity group,
which is closing in on the €1.2bn

the pools of mortgage -backed securities
that became notorious during the sub-
prime housing meltdown.

In addition to the US government

ofItaly’s football champi-
ons, said two people familiar with the
matter.

The baseball team, owned by the

probes, Mor has warned that
it faces private lawsuits over allegations
that the bank caused share prices to fall
before executing block trades.

JE NP SN P

family, and Main Street
Advisors, the LA-based fund that
counts among its investors LeBron
James, the basketball star, Jimmy
- S T S P

Sales pitch: AC Milan’s Rafael Ledo, right, in action against Denso Kasius of Bologna last Saturday — tue sunass

The deal, orchestrated by Gerry
Cardinale, RedBird’s founder, high-
lights the continued appetite among
US investors to buy into the world’s
favourite sport and particularly
teamsinItaly’s top-flight league.

The Yankees are among the biggest
brands in sport, with a Major League
Baseball-record 27 World Series
championships. The team has been

with Main Street, said the people.
James, Tovine and Drake are passive
investors in Milan through the fund
and have not takendirect stakes.
Cardinale, who agreed to take over
Milan in May, sees the team as a
“sleepinggiant” and wants to build on
an Elliott turnround project that
restored it to the lucrative Uefa Cham-
pions League tournament and its first

owned by the Stei family 2011 last season.

since1973 when its late patriarch paid Elliott agreed to lend RedBird

$8.8mn for the franchise, which is  €600mn to help fund the takeover.

now valued at $6bn by Forbes. Wlth interest (:ha.rged at 7 per cent
The Yankees are , with rdinale had spent th

Wise fined by
Abu Dhabi
for failures in
AML controls

SIDDHARTH VENKATARAMAKRISHNAN
AND EMMA DUNKLEY — LONDON

Payments app Wise has been fined
$360,000 by the United Arab Emirates’
financial regulator over failures in its
anti-meney laundering controls, piling
pressure on the fintech just as rising
rates and costs threaten the sector.

The Financial Services Regulatory
Authority of Abu Dhabi Global Market,
an international financial centre,
imposed the fine on Wise Nuqud, a
wholly-owned subsidiary of the remit-
tance fintech, over a series of failures in
its AML

The failures included carrying out

h: d due dili on

identified as high risk only after they
had established a business relationship
with the company, and Dverlm)king
nationality inrisk assessme

Other issues identified mdude a fail-
ure to properly obtain approval from
semor managers to establish business

with high-risk
The regulator said Wise did not identify
the expected volume of business from
these clients.

The watchdog said it did not identify
any instances of money laundering
resulting from the failures, and added
that Wise and its senior management
had co-operated with its inquiries. The
fine was reduced by 20 per cent because
Wise did not dispute the findings
and agreed to settle at the earliest
opportunity.

In a statement the fintech said: “Wise
takes its responsibility to protect its cus-
tomers and prevent money laundering
very seriously. We have worked closely
with the Abu Dhabi Global Market’s
Financial Services Regulatory Author-
ity to resolve their concerns, and no
instances of money laundering or other
financial crime were identified by Wise
orbythe FSRA”

Wise, formerly known as Transfer-
‘Wise, was valued at almost £9bn when
it went public in July 2021. In its latest
quarterly results released last month,

Manchester’s City Football Group, of
L'he New York City FC franchise of US-

mgm potential co-investors almmgm
slash the loan. It is unclear how much

P e R

the pany reported a 50 per cent
increase in revenues year on year, as
customers brought forward mnney
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UL PEISULLAL LIVULE PUUNES WU
cate with clients and counterparties.
Morgan Stanley last week placed a
second member of the equity syndicate
desk, Charles Leisure, on leave, accord-
ing to people familiar with the matter.
Leisure’s leave was first reported by
Bloomberg. Neither Passi nor Leisure

10IE DL 1S U IUURIIY 1LY UL~
gan Stanley’s block trading business
since 2019, while the DoJ opened an
inquiryin2021. The SEC has also sought
information from other banks, includ-
ing Goldman Sachs, pertaining to their
communication with a wide range of

buyers, including hedge funds.
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LUVILIE, LIE LIUSIC PLOUUGEL, auu 1ap-
per Drake, will be shareholders in I.he

Serie A team, those people said.
RedBird is set to announce the
enn'y ofits new pa.rmers today when
ntrol of

VS VLAJUL LEagUE SUREL

The Yankees will work closely with
AC Milan as Cardinale tries to
increase the Italian club’s revenues
and on-field successes, people famil-
iarwitht said.

the club [rom Elliott Management,
the US hedge fund, the people said.

(Cardinale’s network of athletes and
celebrities helped facilitate the deal

UL LIE CIUD LIE TANREES auu v
Street will own.

RedBird’s sports investments also
include Toulouse FC, the French foot-
ball club, and a 15 per cent stakeinthe
Rajasthan Royals, one of 10 cricket
franchises in the Indian Premier
League.

LLANISIELS AL IEALS UL GHEALE VULaLmLy
laterinthe year.

But the company, whose listing in
London was seen as a rare coup for the
UK market, has struggled over the past
year. Its share price has fallen almost
50 per cent since its listing despite being
profitable since 2017.
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Instructions to Tenderers (ITT) for Supporting Services for Drafting & Finallzing Regulatory Framework
“Systo INGS) Project:

<EINA
e 242020
- gastrade

The Projact ks baing daveloped by the Greek Uty company GASTRADE S.A. and camprises. an ofishare floating,
storage and regasification unit "FSRU") for the reception, temporary storage and regasification of LNG, a spread

maoring aHP subse: ines,
be delivered to the Greek Transmission System (NNGTS') and onwards (@ the final consumers.

D L O O i I D TR i

inge Agreement for Alexandroupolis INGS, according 1o the procedure described in the ITT. The
Servces are dhicedin ek s Ve e Car-uhmml offer the ful Scope of Services and
any deviation to the Scope of

The Project Is expected to be financed through own resources with co-financing from public funds. Publlo fundis wil
be provided through the Greek Public Investment Programme (codes: 2021EE17510003 and 2021EE175100040,
partly through national partcipation and partly through the European Regional Development Fund (ERDF), within
and under the Op

the
Innovation 2014-2020 (EPANEKY'.

Dat for the Project is plan 2023,

mems  wieting o siit ik proporats I e T 31 Ky eaueetod o s 1n el € vgabotnu
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Victory risks being Pyrrhic for foreign businesses over China IP

INSIDE BUSINESS

Primrose
Riordan

%

tfirst glance, Manolo Blah-
nik’s recent intellectual
property victory in a Chi-
nese court signified a

d: for for-

than it has been in the past and it'’sa
country where brand owners can suc-
ceed.”

The change isinline with other efforts
to boost investor confidence in China’s
commercial legal system. Last year,
China a]]cMed some ofll's. courts tostart

Hony ) judg-
ments, theoretically permitting inter-
national companies to chase Chinese
debtors into the mainland.

Analysts say the recent wins by for-
eign fashion brands are in part because
ofarevision of China’s trademark law in
2019, which was amended to prohibit
bad lalthﬁ]mgs Therecent case against
Fang Yuzhou, who had

eigncompamesmchma.

The shoemaker was a victim of
China’s infamous “first to file” trade-
mark system, where local businesspeo-
plebeat major labels to the punch, often

registered the Manolo Blahnik name,
was won in large part because the
brand’s lawyers used archival research
from Beijing’s national library to estab-
lish that Manolo

eventually won its IP case. By that stage,
however, the company had had enough.
“The brand in that case actually
switched large amounts of their produc-
tion out of China,” Chatterton said. “So
actually, these kinds of cases are poten-
ually damaging to the Chinese econ-
omy.”

Itisnot agood time for China’s factory
owners — the country’s zero-Covid bor-
der controls are keeping out foreign
executives and slowingnew investment.

“China is falling from grace,” said
Lena Sellgren, chief economist of Busi-
ness Sweden, the country’s semi-gov-
ernment trade body, referring to a june
survey of Swedish manufacturers pub-
lished last week. Of those surveyed, 41
per cent said they would scale back pur-
chases from Chinese suppliers in the
nextthree years.

At the same time, brands are now
assessing how sustainable their golden

with farcical results. For example,Zhan  Blahnik was ‘Hewasa person who

Baosheng, a Chinese businessman, reg-  already a name in .

istered the Tesla name before Elon  China when Fang rOUHHelY took adVﬂHtagE

Musk entered the Chinese market. trademarkedit. of" thiI’d-p arty brands
Baosheng then tried to take the car- Manolo Blah-

run in China will be after the country’s
market kept high fashion afloat during
the start of the pandemic.

In January, Bain & Co predicted that
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‘maker to court to defend hisclaim. The  nik’s lawyers also andwas . .. SCUlIlg by 2025 Chinese consumers’ share of
suitwas eventually resolved amicably. sentateamtobuy counterfeit products’ global luxury goods would be the

The win announced in July by the shoes from Fang’s world’slargest. since then, however, the
i ish shoe designer fte store. their findi the country’s economy has been shaken by

aseries of cases in which the country’s
courts finally began to rule in favour of
international brands.

New Balance was awarded damages
inalawsuit against two local companies
that imitated its “N” logo last year and,
in late 2020, former NBA star Michael
Jordan was able to stop Chinese sports-
wear manufacturer Qiaodan Sports
using his trademarks.

“It kind of shows the evolution of the
Chinese judicial system over the last 20
years,” said Edward Chatterton, a part-
ner at DLA Piper who worked on the
Manolo Blahnik case. “And how it has
evolved . . . [to be] more favourable

* FINANCIAL TIMES

FTWeeken
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Antony Beevor

court. “He was a person who routinely
took advantage of third-party brands
and was . . . selling counterfeit prod-
ucts,” Chatterton said. Fang’s lawyers
declined to comment.

For many brands, however, it remains
to be seen if these are Pyrrhic victories
after thehassle of litigation.

One of Chatterton’s cases involved an
American security camera company
that switched factoriesin China only to
find the previous factory had registered
some of its products’ trademarks.

Asaresult, the factory owner was able
to stop a big shipment of its goods from
Chinese ports before the US company

Headline partner

BANK OF AMERICA %7

Covid-19 lockdowns and a property cri-
sis, depressing consumer sp .
There is also the question of whether
litigation is worth the effort in a market
famous for its shanzhai or counterfeit
culture. New Balance won just
Rmb25mn ($3.6mn) inits case.

F the cost of the litigati
which took 22 years to resolve, Kristina
Blahnik, chief executive of Manolo
Blahnik and the founder’s niece, previ-
ously told the Financial Times: “I would
have a heart attack if I really had to add
itallup.”
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Exxon contests Russia bar on exit

‘Notice of difference’
submitted in effort to
pull out of Sakhalin-1

JUSTIN JACOBS — HOUSTON

from shifting control of operations or
selling off stakes in certain projects until
theend 0f2022.

In a June regulatory filing, Exxon said
it was “engaged in transitioning” opera-
tions at the Sakhalin-1 oil project, its
main asset in the country, to another

E
decree signed by Vladimir Putin earlier
this month that it says has stymied its
efforts to exit Russia, setting the stage
for a potential legal showdown with
MOoScow.

The US oil supermajor was part of a

That fter it had takena
$4.6bn pre-tax charge on the loss of its
Russian business.

But Exxon said yesterday that its exit
“has been blocked by the recent presi-
dential decree” and the company had
prwided a “notice of difference” to the

nment.
The group said: “We announced in

wave of western oil that said
they would cut ties with Russia after the
Kremlin launched its i ion of

Ukraine, abruptly ending a years-long
effort to tap into Russia’s energy riches.

M xit the venture, and
we continue o take the necessary steps
to do so. Exiting is a complex process,

But the Russian p compli-
cated those efforts with a decree that
barred energy and other companies

and as the op , we must protect the
safety of employees, the environment,
and the operation.”

The Wall Street Journal first reported
Exxon’s notice to Russia.

The “notice of difference” will trigger
negotiations between Exxon and Rus-
sian officials over the company’s pro-
posed exit from the venture. Those talks
could run through tothe end of the year.
1f there is no resolution, Exxon could
then take its case to international arbi-
tration, where it could seek financial
damages as well as the ability to leave
the project.

BP, shelland Total are among western
oil majors that have said they plan to
leave Russia since the war in Ukraine
began, bulwhlchhave been ensnared in

est western-run projects in Russia. But
Exxon declared force majeure at the
project in April as sanctions impeded
normal operations. Output has fallento
about 10,000 b/d along with some asso-
ciated natural gas production.

The project’s operators had kept oil
and gas flowing in part because it pro-

vided power to ities around
Sakhalin Island in Russia’s Far East,
according to a person familiar with its
operations.

There were concerns about the
region’s bitterly cold winter, which
could require the project to increase
output or shut down to avoid damage,

legal and
some cases have prevenmd them from
making a swift.

The Sakhalin-1 venbure was produc-
ing about 220,000 barrels of oil a day
‘before the war, makingit one of the larg-

said th

Exxon has a 30 per cent stake in
Sakhalin-1. Its partners in the project
include Russia’s state-owned producer
Rosneft, Japan's Sodeco, and India’s
state-backed ONGC Videsh.

Rocket and UWM put gaining

market share before profits

while competitors leave sector

IMANI MOISE — NEW YORK

The twolargest US mortgage lendersare
turning up the heat on their smaller
competitors, offering discounts and
other incentives to win market share as
rising interest rates have slowed home-
buyingactivity.

The aggressive strategies pursued by
Rocket Mortgage and United Wholesale
Mortgage, the largest and second-larg-
est US morigage originators, respec-
tively, come as many are pul

Financlals. Home loans
Big US mortgage
lenders turn
screws on smaller
rivals as rates rise

operations and First Guaranty Mort-
gage has filed for bankruptcy. Wells
Fargo, formerly the largest US mortgage
originator, said last month its mortgage
business would “naturally come down
over time”. Santander said in February
it was exiting the US mortgage market
and signed a deal in July under which
Rocket would originate mortgages for
its customers.

“Pulling out a profit in these difficult
conditions is no easy feat,” said Marina
‘Walsh, MBA's vice-president of industry
analysis.

Analysts said the moves by the two
largest US mortgage lenders would
increase pressure on smaller origina-
tors, and noted that UWM was being

i ocket.

back frem the market or going out of
business.

Rocket is promising homebuyers it
will waive closing, appraisal and other
refinancing fees if they obtain a new
mortgage and interest rates drop within
athree-year period starting from July.

UWM, which specialises in serving
independent real estate brokers, said in
June it would lower interest rates on its
loan products by 50 to 100 basis points
tohelp brokers win more business.

Rocket chief executive Jay Farner said
this month he saw an opportunity to
“lean in” as competitors retreat, and his
counterpart at UWM struck a similar
tone during its second-quarter earnings
presentation.

“We arebeing very aggressive in this
environment,” UWM chief executive

“UWMC is going for the jugular with
thelatest pricing adjustments,” said Jef-
feries analyst Kyle Joseph. “The aggres-
sive pricing strategy is to gain share as
competitors arealready struggling.”

Two months after UWM announced
its “Game On” pricing initiative,
LoanDepot, second largest in the busi-
ness of underwriting mortgages for
independent brokers, said it was quit-
ting the wholesale business as it
reported widening losses in the second

‘Pulling out a profitin
these difficult conditions is
no easy feat’

Marina Walsh, MBA
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Adtech group
sued over
user tracking

The FTC says the safety of
smartphone users is being
compromised by the trade in
geolocation data — aeirosneid/Resters

Adtech group Kochava is being sued for
allegedly selling location data from
“hundreds of millions of mobile
devices” that could be used to trace
individuals’ movements.

The action by the US Federal Trade
Commission amounts to a warning shot
to other data brokers and the broader
digital advertising industry.

The FTC said Kochava, which
measures the effectiveness of mobile
marketing, had violated its policies by
acquiring and then selling precise
geolocation data that could be used to
track users to and from sensitive
locations such as abortion clinics and

igious institutions.

“Kochava is enabling others to
identify individuals and exposing them
to threats of stigma, stalking,
discrimination, job loss, and even
physical violence,” the agency said.

Itis seeking to stop Kochava from
selling sensitive data and cnmpe.l itto
delete any already located.

The lawsuit from the agency led by
Lina Khan, a Big Tech critic, is part
of a “watershed change in how
policymakers, law enforcement and
the tech industry approach consumer
data and privacy”, said Cory
Munchbach, president of BlueConic, a
customer data platform.

She pointed out that in the past two
weeks the FTC had announced it was

All pages from Financial Times (Asia), Wednesday, August 31, 2022

¥

exploring a rulemaking process to

“crack down on harmful commercial
surveillance” relating to lax data
security. Separately, California’s
attorney-general last week announced
a$1.2mn settlement with Sephora, a
‘beauty store chain, for allegedly failing
‘to tell consumers it was selling their

small company where it has a good
chance of winning, the FTCis
establishing a precedent likely to
‘have wide ramifications. “The
disheartening reality is just how
widespread these pseudonymous
data practices are,” he said.

Zach Edwards, an independ

Mat Ishbia said. “I'm not really focused
on the margins . . . it’s an investment
forthe longmml."

The US housing market has been
rocked by the steepest and fastest rise in
interestrates inmore than 50 years. The
average 30-year fixed-rate mortgage
jumped from 3.2 per cent at the begin-
ning of the year to nearly 6 per cent in
June and was 5.55 per centlast week.

The rising rates combined with his-
torically high house prices have pushed
many borrowers out of the market.
Average new mortgage applications
dropped 1.2 per cent in the week ending
‘August 19 and remained near a 22-year
low, according to the most recent data
from the Mortgage Bankers Association.

Compared with a year ago, refinanc-

personal information. cyber tech researcher, said the FTC’s
“Iexpect we're going to see a lot of action is probably just “the tip of the
pearl-clutching from the data broker iceberg” and was a welcome step.
and ad industries, where the majority “It’s crucial for the FTC to start to
of the scrutiny and impact will happen, | approach their advertising
and a lot of contrite non-apologies from | investigations from a data supply
violators on the publisher and chain perspective — where data
marketer side,” Munchbach said. about people oftentimes flows from
Kochava, which buys location data one company, to numerous data
from third-party companies and then broker vendors, and then any
makes it available to advertisers to additional sharing by those vendors
help measure the effect of ads, saidina | createsa near unlimited sprawl of
the FTC “has a fund. 1 iant user data sharing,”
misunderstanding” of how its data he said.
marketplace operates. Earlier this month Kochava took
“Kochava operates consistently and some pre-emptive steps asthe FTC
proactively in compliance with all rules | readied its c:se, announcing or
and laws, including those specific to August 10 a “privacy-first approﬂdl'
privacy,” said Brian Cox, general that it said would stop health
manager at Kochava. He said that “100 | services location data being shared
per cent” of the geolocation datain the | onits data marketplace, u.nless
Kochava Collective marl explicitly
from third-party data brokers via first. On August 18 it sued the FTC
“consenting consumers”. to try to block the case, accusing the
Mike Audi, founder of Tiki, which agency of over-reach. Patrick McGee
helps users take control of their data, in San Francisco
said that in going after a relatively Seelex

ing: 83 percentand pur-
chaseapplications dropped 21 per cent.
Independent mortgage lenders and

mortgage subsidiaries of banks

quarter. “It’s safe to say the industry
competition is driving [LoanDepot’s
decision] and UWMC is the main driver
of competition in the broker channel,
which LDI is exiting;” said KW analyst
Bose George.

Many lenders have responded with
job cuts, including Better.com, which
has let go more than a third of its staff
this year. Rocket offered 8 per cent of its
staff a voluntary buyout this year but
has pledged to avoid cuttingjobs.

“It wouldn’t make a lot of sense for us
to go through a significant capacity
reduction only to turn around and hire
again four or five months later,” said
Farner.

Joseph, the Jefferies analyst, said both
Rocket and UWM “have relatively
strong capital structures so over the
intermediate term we don’t considerita
material risk” for the companies to put

their i

reported a net loss of $82 on each loan
they sold in the second quarter to be
packaged into securities, according to
the MBA. In the first quarter, lenders
saw an average gain of $223 per loan.
Sprout Mortgage has ceased

I p

Both companies primarily under-
write conventional mortgages, which
are easier to securitise, but if capital
market dislocation persists over the
longer term, it could weigh on margins,
Josephadded.

‘ Charges on 30-year fixed rate mortgages jump

Per cent

I
2005 10
Source: Federal Reserve Bank of St Lous

Gazprom flows to Engie set for further cut

SARAH WHITE — PARIS
DAVID SHEPPARD — LONDON

Gazprom is set to further reduce gas
deliveriesto French utility Engie aftera
dispute over contracts, exacerbating
the slow pace of flows in recent weeks
ting new warnings from
is braced for a total cut to
Russian supplies.

Engie said yesterday that the Russian
state-owned gas group had informed it
of “areduction in gas deliveries, starting
today, due to a disagreement between
the parties on the application of some
contracts”.

Gazprom did not respond to a request
for comment.

Engie is France’s biggest supplier of
gas to businesses and households, com-

fell. France has long heen less depend-
enton i than

dnven primarily by the price of gas and
h in the market caused by the

as Germany but has still been rushing to
find alternatives.

“Russia is using gas like a war
weapon,” French energy minister Agnés
Pannier-Runacher told France Inter
radio. She said the Engie supply cuts
added to France’s reasons to prepare for
afull end to Russian supplies.

“We must prepare for the worst, a
total interruption of deliveries.”

French gas storage levels for the com-
ing winter had reached 90 per cent of
their capacity, and France was export-
ing gas to Spain and Germany, Pannier-
Runachersaid.

President Emmanuel Macron is set to
hold a national defence council on
Friday to address gas supplies and

peting with rivals i TotalEner-
giesand EDF.

Its deliveries of Russian gas, which
usually account for about 17 per cent of
its yearly supply, had already dropped
toabout 4 per cent, oramonthlylevel of
1.5 terawatt hours, as flows to Europe

Wednesday 31 August 2022

power for the winter, news
agency AFPhasreported.

Europe’s energy crisis has worsened
in recent weeks as the price of gas has
continued to soar to new heights, pass-
ing $500 a barrel of oil equivalent last
week. Electricity prices have alsoleapt,

large number of French nuclear plants
thatare offline.

That has turned France, normally
heavily reliant on nuclear generation,
into an importer of electricity, requiring
neighbouring countries to increase gas
and coal burning to meet its demand.

The EU on Monday said it was prepar-
ing emergency measures to curb the

High gas demand bolsters Woodside Energy

NIC FILDES — SYDNEY

The surging gas price has sparked a six-
fold rise in profit at Australia’s largest
producer Woodside Energy, which pro-
jected that demand would continue to
grow as Europe struggles with reducing
dependence on Russian supplies.

Liquefied natural gas about

oil equivalent during the six-month
period.

O'Neill said Europe faced a hard win-
ter asit tried to supplement gas supplies
to offset its former arrangements with
Russia. “Europe does seem very com-
mitted to moving away from Russian
pipeline 2as, and Russia seems to be

themto doso,” she said.

70 per cent of woodside's business, and
volatility following Russia’s invasion of
Ukraine h nt the price soarin;

price of electricity by itfrom
the soaring cost of gas. Utilities and
exchanges have warned record prices
require additional government support.

Engie said it had secured alternatives
o keep supplies flowing to customers,
and had put in place measures to miti-
gate any financial hit to its business
from the reduced Russian flows. The
group is in discussions with Algeria’s
Sonatrach to boost gas deliveries
through midterm contracts, following
Macron’s visit to the country last week.
Additional reporting by Max Seddon in
Riga

Seelex

“What we’ve seen is unprecedented,”
said chief executive Meg O’Neill. “Prices
at this level are not sustainable in the
longrun”

‘Woodside reported that pre-tax profit
in the first six months of its financial
year grew to $2.9bn, from $503mn in
the same period a year earlier, as the
‘booming gas price and the benefits of its
merger with BHP’s oil and gas business
came to the fore. The group more than
trebled its interim dividend payment
from30 cents to $1.09.

‘Woodside said that the realised price
more than doubled to$96.4 per barrel of

FINANCIAL TIMES

Meg O'Nelll,

chief executive,

says that prices %
at this level ‘are

not sustalnable’

In the long term

The EU is considering emergency
measures to curb energy prices while
the UK is set for a jump in such costs,
after the regulator raised the energy
price cap 80 per cent in response to
soaring wholesale prices. “Europe is
having to make some very difficult
trade-offs,” O'Neill said.

Analysts at ANZ Bank said the gas
price had fallen overnight on potential

measures by the EU to cut electricity
usage and after Germany indicated its
storage was at 85 per cent of its target.
“Nevertheless, Germany remains at risl
of not being able to get through the win-
ter, if Russian gas flows remain at cur-
rentlevels,” the bank said.

Europe’sneed for non-Russian gas has
realigned supply chains as stocks from
the US and Qatar are diverted towards
Europe and away from regions such as
Asia. The high cost of transit means it is
unusual for Australian gas to be sent to
Europe, according to O'Neill, but
demand from Asia had risen as a result
of thereset.

she warned that the longlead time in
developing gas supplies meant there
was no quick fix. She pointed to the
group’s Scarborough project, which will
notcomeon line until 2026.

Gas has also become a political issue
in Australia. The Labor government
elected in May was backed by a broad
vote against the former Coalition gov-
ernment that had supported the fossil
fuelindustry.

COMPANIES & MARKETS

Under-fire Rakuten boss persists with
online bank IPO in middle of tech rout

Market sends ominous signals on Mikitani’s plan while ecommerce group’s mobile arm bleeds cash

KANA INAGAKI, LEQ LEWIS
AND ERI SUGIURA — TOKYO

Even before the evening of August 21,
Hiroshi Mikitani, founder of Japan’s big-
gest ecommerce company, was havinga
tough summer.

Rakuten’s recently launched mobile
business was bleeding cash, sharehold-
ers were questioning his investment
acumen, and the market was sending
ominous signals about the planned list-
ingof the group’s online bank.

But five seconds of video, taken at an
undated party and posted on social
media on August 21, have plunged Miki-
tani into a new dimension of potential
trouble.

The footage, shot in what appears to
be a nightclub, captures a beaming
Mikitani, wearing his trademark black
T-shirt, surrounded by young women
and pouring Dom Pérignon into the
mouth of a partygoer. The video went
viral. It could not have emerged at a
more awkward time.

1t followed weeks of speculation —
including among investors — over some
of Mikitani’s exchanges on Twitter. In
late June, he spent 20 minutes locked in

Travel & leisure

UK pubs warn
energy bills
could lead to
mass closures

MARK WEMBRIDGE

A group of British pub chains has
‘warned that soaring energy prices
could lead to a swath of closures across.
the UK, and urged the government to
provide support.

In an open letter published yesterday,
six pub operators called for “immediate
government intervention” to help with
energy bills that are expected to rise
‘beyond already record high levels in the
‘winter.

Greene King, Admiral Taverns, JW
Lees, Carlsberg Marston’s, Drake &
Morgan and St Austell Brewery said
some price rises were “upwards of 300
per cent on pre-pandemic energy bills”.

The average increase in bills was
“about 150 per cent” across the sector,
‘theyadded.

“Without swift and substantial inter-
vention from government . . . we will
‘witness a huge number of pubs close
their doors for good, leavingindividuals
‘without jobs duringa cost of living crisis
and communities without [their] social
heartbeat,” the letter said.

Energy regulator Ofgem on Friday
said the cap on household bills would
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a late-night online spat with a YouTu-
ber-turned-parliamentarian over alle-
gations of a mysterious “President M”
and his taste for parties with Ukrainian
women.

There was nothingto link President M

Shares in
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with Mikitani, but the Rakuten founder would be comparable to Korean rival “When
later broke his silence, writing on Twit-  ecommerce Kakaobank, which listed shares in Seoul
ter: “When there are Ukrainians suffer- ~ business ayearago. there are
ing from the war, what’s wrong with  Rakuten, led by But potential investors approached Ukrainians
having a party so that they can forget  Hiroshi by Daiwa, which has been hired as an .
about the war?” Mikitani, below,  underwriter for the PO, said the tar-  Suffering,
Rakuten said: “We decline to com-  are down 40% geted valuation was too high consider- what's
ment on accusations that are untrue,  this year on ingthe environment. .
misconstrued, or taken out of context.  concerns about Daiwa declined to comment. wrong with
We are currently considering our its financial Kakaobank is worth Wonl3tn having a
options for legal action against these  strength ($9.6bn) after falling about 30 per cent
falsea ions and speculation.” ot below its IPO price. In March, SBISum-  party so
Mikitani did not respond to a request ishin Net Bank, another Japanese online thty can
for comment via the company. bank, postponed its IPO, blaming mar-
Sharehelders said it was stunningly ket turmoil caused by the Ukraine war. fOl‘gEt
bad timing for Mikitani, however Citigroup analyst Mitsuncbu Tsuruo about the
unfounded the allegations might be. said Rakuten needed to consider other ,
The entrepreneur has been defending financing options, since seeking a high war?
his corporate reputation and vision in valuation for the listings of both its
increasingly tense engagements with bankingand securities units was unreal-
investors as the company faces its great isticunder the tough conditions. ‘It'sadream
question of late 2022: how to draw inter- The brokerage estimated a free cash
est in the listing of an online banking flow deficit of ¥460bn this year at world for
unit in the middle of a tech rout and the Rakuten and another ¥230bn next year. [the unit]
worst market conditions? The group has reported a deficit of 3 .
Analysts said the initial public offer- *¥460bn for its non-financial businessin ~ It’s blown
ing of Rakuten Bank would be critical in the firstsix months of the year. up the
stemming a haemorrhage of free cash The negative free cash flow comes as
flow at Mikitani’s group as it builds a Rakuten’s capital spending plans have ~COMpany.
mobile network to compete with the exploded since it launched its mobile Ny thﬁy’l‘t
likes of SoftBank and NTT DoCoMo. carrier service in 2020. Mikitani ini-
Rakuten also announced in May that tially told investorsthe companywould ~ forced to
it was preparing to list its online broker- need about ¥600bn to build its mobile  ¢o]] off the
age unit. network, but Rakuten has spent more A
If successful, Mikitani would be a step than ¥1tn and Citigroup estimates that good bits to
closer to achieving his dream of marry- will rise to ¥1.9tn. feed this
ingretail with telecoms, a feat fewretail- Rakuten’s shares have fallen more
ers have managed to deliver. than 40 per cent this year on concerns debt
People involved in the talks said Miki- about its financial strength, even as the sinkhole’

tani was targeting a valuation of more
than two times price-to-book ratio, esti-
mated by JPMorgan to be about ¥360bn
($2.6bn), for Rakuten Bank, which

‘ Rakuten faces years of mobile losses

Mobile business
operating profit (¥bn)

Number of
= subscribers (mn)

company has said it will explore other
financing options such as issuing bonds.
Last year the company raised $2.2bn
through capital tie-ups with Japan Post
Holdings, China tech group Tencent and
US retailer Walmart.

Tsuruo said: “It doesn’t look like
Rakuten can raise the necessary funds
to invest in growth while continuing to
run a huge free cash flow deficit. At
least, the markets are concerned, and
that is why the share price is being

In the April to June quarter, the
group’s operating loss widened from
¥63.5bn to ¥84.5bn, with challenges in
its mobile unit wiping out gains from its
ecommerce segment. The mobile unit
recorded a net decline of 220,000 sub-
scribers, although the drop was mainly

200— —15
Estimates
® & drivenby creditrisk.”
”/ —m by
200—
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-400—
-600——— T o
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‘Sources: company data; JPMorgan esfimates

due to termination of plans that allowed
usersupto 1GB of monthly data for free.
One asset manager who has held

S

Rakuten shares over the past year said:
“It’s a total dream world for Rakuten
Mobile. It’s blown up the company, and
now they're being forced to sell off the
good bits to feed this giant sinkhole of
debt”
Rakuten said the mobile losses had
eaked, and it hoped that the business
would convert into a source of steady
cash flow, similar to how SoftBank has
fared with its domestic mobile business.
But while SoftBank founder Masay-
oshi Son used an exclusive deal to sell
Apple’siPhone in Japan to transform the

T T— -I-l-|~.
e

company into the country’s third-larg-
est carrier, Mikitani has not found a sim-
ilar weapon to alter the land:

rise 80 per cent in October to almost
£3,600 per year for the average home,
There is no energy price cap for busi-
nesses.

Chris Jowsey, chief executive of
Admiral Taverns, said tenanted pubs
now paid more for energy than for rent.

He muclsed the government for fail-

1 upportuntil after the

“For the mobile business, 1 can’t see
‘when the business will ever turn pmﬁm—
ble under current circumstances,” said
Morgan Smnley ana.lyst Tetsuro ’[‘su—
saka. I di

ing
Conservative party elects a new leader
next Monday.

“Ifind it incredible that we need to
‘wait for one person to be elected before
weget decisionsand Ticy”

business, so anyone wnh money and
time can do it. But if you don’t have the
money, then you have to lower the cost
base until you reach the break-even
line” even if the quality of the mobile
network was compromised.

he said.

Nadhim Zahawi, chancellor of the
exchequer, yesterday said more meas-
ures to help businesses and households
‘with energybills were on the way.
Seelex

Ryanair counts on boost from belt-tightening

PHILIP GEORGIADIS

Ryanair chief executive Michael
O’Leary expects the airline to lure pas-
sengers from more expensive rivals
this winter as travellers tighten their
belts amid the economic slowdown.

‘With households under pressure from
soaring energy bills and inflation, the
industry is preparing for a grim winter
after summer disruption because of
staff shortages.

yesterday. “A recession will signifi-
cantly . . . dampen the traffic recovery
post-Covid.”

Buthe said Ryanair would continue to
grow “full steam ahead” regardless of
the economic climate and UK inflation
forecasts of nearly 20 per cent.

He expects Ryanair to benefit as cus-
tomers have typically turned to lower-
costairlines during previousrecessions.

“some people may travelless . . . but
what we see is far more people trading

O’Leary said the cost of living crisis ~ down to the lowest fare operator.”
would hit demand: passenger numbers He said early bookings for this winter
across Europe would not return to pre- head of 2019 levels, but d

pandemiclevels until 2025.
“You would be crazy not to worry
about the looming recession,” he said

this was because passengers were
switching to Ryanair as other airlines
scaled back their plans.

“While our recovery and growth is
still very strong, it is still very fragile and
prone tofalling over,” he said.

The carrier flew 15 per cent more
flights this summer than in 2019, bene-
fiting from airlines such as Norwegian
downsizing in the pandemic, and rivals
including British Airways cutting flight
numbersbecause of staff shortages.

Ryanair expects to carry 166mn pas-
sengers in its current financial year to
the end of March, up from 149.5mn in
the full year before Covid-19. Its long-
‘term target is to carry 225mn passenger
byits 2026 financial year.

O’Leary attacked “hopeless” Heath-
row’s cap on passenger numbers until
the end of October.

STRATEGIES

GROW YOUR DIGITAL
REVENUE WITH THE
FINANCIAL TIMES

Future-proof your business, with the trusted
experts who've done it before. Get leading
strategies on subscription models, increasing
customer engagement, creating digital
innovation, and more.

FT Strategi

is the digital growth consultancy

from the Financial Times.

Find out more at ftstrategies.com

Fixed income. Soaring yields
Investors bet against UK government
bonds on rising inflation worries

could exceed 20% if gas prices

remain at highly elevated levels

LAURENCE FLETCHER AND CHRIS GILES
LONDON

Biginvestors are bettingon a fresh surge
in UK borrowing costs because of
mountingconcernsthe energy crisis will
inflame inflation and trigger further
Bankof England rate rises.

The darkening outlook for the £2tn
gilt market comes as surging energy
pnees exacerbate Britain’s cost of living
crisisand helghtenfms of! recessmn

i
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G0laman Sacns on MONAAy SAA UK
inflation could exceed 20 per cent by the
start of 2023 if gas costs remain highly
elevated.

The wagers against UK government
debt have already sent short-term bor-
rowing costsinthe gilt market soaring.

The two-year gilt yield, which reflects
market expectations for BoE policy,
touched 3 per cent yesterday for the first
timein 14 years.

It has jumped 1.2 percentage points
this month in the biggest rise since at
least1992, according to Bloomberg data.
Bond yields rise when prices fall.

sterling has also taken a hit, falling
yesterday to as low as $1.1623, the
weakest level in more than two years.

“The UK is in a particularly fragile
position,” said one hedge fund manager
shorting gilts. The country is “asking
foreigners to basically fund” plans for
unfunded tax cuts and spending
increases “at super low interest rates”,
the person added.
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among the hedge funds betting that  betting that the UK government bond market Two-year gilt vield () market.

yields on gilts will continue rising as  Bank of England Monthly gilt purchases or sales (£bn) 8 Rotterdam-based Transtrend, which

investors shun UK government debt. will raise rates 30 manages $6.1bn in assets, is shorting
Foreign investors ditched £16.6bn  to 4.2% next I - 6 gilts and other UK fixed income

worth of gilts in July, the biggest sell-off  May, up from 20 M instruments.

inthe market in four years, accordingto ~ 1.75% at present g - 4 Many of these bets are that UK bonds

BoE datareleased on Tuesday. EoinTy \ J will underperform debt sold by other
“This is only the start,” said Crispin 2 governments.

0Odey, the founder of the eponymous
group. “You've got to remember that the
[market] consensus is that we're going
to be atless than 3 per cent inflation by
the last quarter of next year,” he said,

The BoE was ‘arabbitin
the headlights’ wary of
aggressive rises for fear of
‘cratering the economy’

T T T
2018 19 20 21

Sources: Bank of England; Refinitiv.

UK could not escape recession even
if Liz Truss, frontrunner to succeed
Boris Johnson, reverses national
insurance contribution increases and
spends a further £30bn on supporting

eased to about £4.70. They started the
year atabout £1.70.

Markets are now betting the BoE will
raise rates to 4.2 per centnext May, up
from 1.75 per cent at present, and 0.1 per

economy faced a 15-month-long
recession.

Fundshave been emboldened in their
bets because, after buying gilts for more
than a decade as part of its quantitative

While the hedge funds are pessimistic
on the overall outlook for the gilt
market, some say that longer dated
bonds are particularly vulnerable
because their level of yield assumes a
fairly rapid return tolower inflation.

Dowding at BlueBay, which manages
$106bn in assets, said he was
“perplexed” by the low yields on 10-
year bonds since they imply that
inflation will be a relatively shortlived
phenomenon.

As a result, BlueBay is betting that

adding that such a forecast was households. centinNovember 2021 easing programme, the central bank has longer-term yields will rise relative to
“rubbish”. The bank now expects UK economic Central bank mte rises tem‘] tolead now switched to selling government shorter-term ones.

Other global bond markets, including outputtocontractby1percentfromthe  debti 11 off iny debt — a further downward risk to “The yield curve needs to steepen
US Treasuries and German Bunds, have final three months of this year and the  inthe next few years. prices. quite dramatically,” he said. Yields on
also sold off sharply in recent weeks as. second quarter of 2022. Mark Dowding, chief investment The central bank bought 57 per cent . the 10-year gilt “are not compensating
central banks battle inflation. Goldman economist Ibrahim Quadri  officer at BlueBay who is shorting gilts,  of the net £1.5tn of gilts sold between memuch”.

with inflation running at a 40-year

forecast that inflation will peak at 14.8

said inflation could peakat 15 per cent.

‘March 2009 and June 2022, accordingto

That view was echoed by Odey, who

high, the next UK prime minister — due per cent early next year from 10.1 per But he compared the BoE to “arabbit  researchby Bank of America. Our global has been betting against very long-
to be announced next week — will centinJuly2022. in the headlights” wary of aggressive Kamal Sharma, analyst at BofA, noted team gives you datedgilts such as the 30-year, wherehe
inherit an economy under intense But he warned that if gas prices rate rises for fear of “cratering the UK thismonth thata combination of alarge markef-moving said the market consensus was “most
pressure, with economists now remain at the levels hit last week, economy”. current account deficit and a reliance news and views, entrenched”.

expecting the UK to slide into recession inflation could reach 22.4 per cent. The central bank warned thismonth  on overseas investors buying gilts was 24 hours a day The yield on 30-year bonds jumped
asthe cost of living crisis bites. UK gas futures hit a high of almost  that inflation would hit 13 per cent by  “significant negative” for the market. fl.com/markets from 2.4 per cent to almost 3 per cent

Goldman this week forecast that the

£6.50 atherm last week but have since

the end of the year as it forecast the

Computer-driven hedge funds that

thismonth alone.

Fixed Income

Bondholders threaten Chinese science
park developer over $1bn restructuring

WILLIAM LANGLEY — HONG KONG

A Chinese science park developer has
been threatened by creditors with legal
action over its plan to restructure
almost $1bn ul dehl in an example of
theliouidi

mgInentolChmas pmpen:y sector.

A group of bondholders plans to block
the proposal from Tuspark, founded by
the investment arm of Tsinghua
University, one of China’s most
prestigious educational institutions.

Tuspark has missed the expiry of
grace periods on principal and interest
payments on two offshore bonds with
the principal worth atotal of $902.5mn.

Funds managed by Credit Suisse hold
the largest reported stake in both of the
bonds, according to Bloomberg data.

Tuspark’s troubles underline the
severity of the liquidity crunch rippling
through China’s property development
sector, which once attracted hundreds
of billions of dollars but has since
buckled under a wave of defaults.

The company says it runs the world’s
biggest network of science parks in
more than 80 cities worldwide,
including twoin the UK.

until May 2024, citing a shortage of cash
and the pandemic. Inits p; issued
last week, it blamed its failure to make
payments on the fallout from the
collapse of China’s property sector.
“Property developers and the capital
markets that have funded growth and
development of the property sector
have experienced serious turmoil,” the
company said. “The parent guarantor
has been facing tremendous difficulty
.. in disposing its properties and
assets .. . atareasonable price or atall.”
Investors are pricing in almost
$130bn in losses on Chinese property
developers’ dollar debt, Financial Times

Tuspark says it runs the world’s

analysis shows. Holders of bonds issued
by heavily indebted property groups
such as Eve(grande have issued legal

Asset management

ESG labelling that lacks nuance provides
only limited insights, study cautions

EMMA BOYDE

An ana]ysls of 6,000 Us funds has
d there is no such thing as a

threats their
debts.

“The market for commercial
property does not appear to be
insulated from the broader slowdown in
the economy, nor from the sudden
illiquidity in the residential housing
markeL said Logan Wright, director at

Rhodium Group.

The bondholders’ group said through
Kobre & Kim, its law firm, that the
restructuring proposal offered “no real
credit
the group would rnakz the proposed
payments.

The group said it collectively held
more than 25 per cent of the principal of
the bonds required to block any
proposal and had issued proxies to cus-
todians to vote against the company’s
proposal at a meeting on September 14.

1tadded that it was “prepared to take
legal action” if Tuspark did notrespond
‘to arequest for a meeting with

“good” or “bad” investment in terms of

need for an approach that allows for a
lot of different investor preferences,”
said Patrick Wood Uribe, chief
execuhve of Util, adding that attempts
ies as only good or

the UN’s Sustainable Devel
Goals.

Instead, the picture is far more com-
plex, according to Util, a sustainable
investment data specialist, which is
calling for the unbundling of environ-
mental, social and governance (ESG)
factorsin a report that identil

leader:

bar] didnot meet the need for nuance.
“This is more accurate,” Wood Uribe
said, adding that it fitted with a global
trend towards more personalisation.
For some funds, for example the BAD
ETF, a US-listed exchange traded fund
that focuses on the betting, alcohol,

and laggardsaccordingto UN SDGs.

“Almost every company, industry and
fund impacts some goals positively,
others negatively,” Util sald initsreport,
which used machinele

For example, it found that the 10
laggards on Climate Action were mostly
utilities funds. Against other SDGs,
however, every one of them is among
the top 100 leaders in terms of the
Quality Education; Affordable and
Clean Energy; Decent Work and
Economic Growth; and Industry,

by close of business today:
Tuspark, Tus-Holdings and Credit
Suisse did not immediately respond to

and Infrastr ic

The “E”, “S” and “G” represented such
different, even conflicting, objectives
that it was time for the concept to be

‘Tm in disagreement with
any person who tries

to shame someone for
the way they invest’

cannabis and drugs (biotechnology and
pharmaceutical) industries, its laggard
status according to three UN SDGs is
exactly where its founder expected it to
endup.

“I wouldn’t want to say that we are
totally contra ESG but we don’t think
that investors should sacrifice their
returns because of some stigma or
something,” said Tommy Mancuso,

BAD, which launched in December
last year, has $8.7mn in assets under
management and has lost more than 16
per centsince the beginning of the year.

Mancuso is adamant, however, that
the fund is well positioned to benefit
from regulatory changes and a general
market upturn.

“I'm in complete disagreement with
any person who tries to shame someone
for the way they invest. In the end, we
invest to make money,” Mancuso said.

In the laggard sections across the
board, funds focusing on the extractive
industries feature heavily.

Kenneth Lamont, senior fund analyst
for passive strategies at Morningstar,
said the report’s findings were welcome
in many respects, although he
cautioned against putting too much
faith i in the actual rankings, glven the

ility of data fre
ingand En]nuer ‘markets.

Util defended its decision to include
funds that had not even set out to per-
form well according to UNSDG metrics.

“While demand is growing for tai-
lored funds hooked around individual
social or environmental concepts, we're
also moving away from the idea that

P

It ran into trouble last year when it requests for comment. scrapped, the company argued. president and founder of the BAD  ‘brown’ or “dirty” activities should be
delayed maturities on the two bonds  biggest network of science parks Additional reporting by Tabby Kinder “What our research highlights is the Company. scrubbed from portfolios,” Util said.
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Ttz ekl U2 L s Sweet spotserved

What you need to know o y d gy
& Wall Street stocks drop for third o , 5 B 5 p
straight day on rate rise expectations ‘ Wall Street ‘fear gauge’ back on the rise after brief period of calm ‘
» Gllts sell off as concerns Intensify over Vix volatility index
escalating energy crisis 40 h d g
K o2 st saryatrane- Maya Bhandari
day break in frading

\ B5 3

Us and European stocks fell for a third k h
straight day yesterday as hawkish Mar ets :[IlS]‘g t
rheforic from last week’s economic A L
conference in Jackson Hole fuelled 30
expectations of higher interest rates. N ofar this year, an investor ina ’s asset alll portfo- an deliver the double-digit

The broad S&P 500 was down 1 per portfolioof 60 percentglobal ~ lios have been meaningfully short of  earnings expected in a more challenged
cent by the late morning in New York equities and 40 per cent duration and neutral equities for most ~ macro setting with slowing growth and
whila tho tachnalamhamar Niaedae = 25 anvarnmant hande wanld  afthicwanr ricinainflation halinain 2 fmild) racac.
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Composite slipped 1.2 per cent. have lost a bruising 14 per These are tactical positions that sionaround the middle of 2023.

Across the Atlantic, the pan-regional cent. This is a far cry from the would have carried heavy losses in Thisis particularly the case in Europe,
Stoxx Europe 600 gauge lost 0.7 per cent 20 910 10 per cent they would havegrown  recent history, yet they have been  where aggregated bottom-up analyst
while Frankfurt's Xefra Dax rose 0.5 per accustomed to making on average over  particularly helpful in 2022. For us, estimates for earnings are more than
cent, frimming earlier losses. the past four decades. every dip in y'ields has prm’ided an  twice what we expect. Cheapness in

London’s FTSE 100 fell 09 per cent These losses would also be the opportunity nger-term equities appears illusory and
following a one-day holiday. T T T T T 15 steepest incurred over this period —  caution on bonds and every rallyinrisk  this: remamsou.r chief “disliked” region

Those moves followed two days of Jan 2022 Aug evenif less bad than at the low pointin  appetite has been a prompt to build  globally.
weakness in global equities affer central Source: Refinity June when they stood at almost minus  more nuanced equity bets. Itisalso worth notingthat notall fixed

bankers reaffirmed their fo
tackling inflation at an annual summit in
Jackson Hole, Wyoming.

In a speech on Friday, Federal Reserve
chair Jay Powell said the US central bank
“must keep at it until the job is done”,
adding that reducing inflation would
probably result in lower economic growth
for a “sustained period”.

sSignalling expectations of further
tumult o come in stock markets, the Vix
volatility index — known as Wall Street's
“fear gauge” — registered a reading as
high as 27,69 yesterday, its most elevated
level since mid-July.

The index could rise further, warned
Nicholas Colas, co-founder of DataTrek

Research. “US equities do not reflect
sufficient fear given current macro and
micro uncertainties,” he said.

The moves yesferday also came after
data showed that US job openings rose fo
11.24mn on the last business day of July,
above economists’ expectations for
10.45mn jobs.

Meanwhile, UK government debt sold
off as concerns infensified about an
escalating energy crisis worsening
inflation and pushing the Bank of
England fo more aggressively raise rafes.

The two-year gilt yield fouched 3 per
cent for the first time in 14 years.

The two-year US Treasury yield rose as
high as almost 3.5 per cent, its highest
level since 2007.

European gas prices extended falls
from the previous session affer Germany's
economy minister, Robert Habeck, said
Europe’s largest economy was on course
1o hit its storage targets for winfer.

Futures contracts linked to TTF, the
region’s wholesale gas price, traded at
€248 a megawatt hour.

UK gas prices fell sharply after a one-
day break in frading, sliding by about 30
per cent fo below 450p a therm. lan
Johnston and Willlam Langley

Markets update

20 per cent.

Has the sweet spot afforded by a
“60/40 book” since the mid-1980s —
one characterised by firm double-digit
positive returns and much less volatility
than investing in equities alone —
turned sour?

There are reasons to argue it may
have done. As central bankers
reminded us at Jackson Hole last week,
inflation is back to average rates last
seen between the early 1960s to
mid-"80s and monetary policy is tight-
ening aggressively.

Labour bargaining power has
returned and, along with fiscal profli-
gacy and fragmenting global supply
chains, it is challenging the structural
forces that preserved a four-decade bull
run ingovernment bonds.

Furthermore, in both the US and
Europe, government yields today lock

Notably, movements in equities and
bonds have been intimately linked.
Forward equity valuations have moved

Cheapness in European
equities appears illusory
and this remains our chief
‘disliked’ region globally

in tandem with bond yields, falling as
they rise. In other words, lower returns
on equities this year have been driven
almost entirely by cheaper valuations,
‘which in turn have been led by higher
discount rates (or bond yields). Losses
would have been deeper still were it not
for the lofty earnings expectations that
remain for the next12-24 months.

‘This is problematicin two ways. First,

income assets are created equal.

We have built decent exposures to
European investment grade credit this
summer, where spreads continue to
compensate investors for high levels of
defaults. Unusually for this point in
the cycle, leverage ratios of these
companies is contained and falling,
interest coverage is elevated and
corporate balance sheets are firm.

This means the pressure to delever,
which usually tends to dent credit as
economic cycles weaken, is conspicu-
ously absent as groups enter a potential
recessionlongon cash and maturities.

Every risk has a price, and higher
grade European corporate bonds look
attractive to us right now. Ditto com-
modities. At some point, both sovereign
bonds and equities will also look appeal-
ingagain —and with current heightened
wvolatility in both the macro outlook and

= [=] | in relatively low prospective returns  while stocks are cheaper than they were  asset prices, we are constantly reassess-
us Eurozone Japan UK China Brazil and possibly high prospective losses. at the start of the year, valuations ingourmedium-term outlook.

Stocks S&P 500 Nikkel 225 Shanghal Comp During the 1960s, *70s and early '80s,  remain above average and richer than But with what we know today, we
Level 399192 1656.60 2819558 736143 3227.22 110743.80 it was much better to own risk assets  themedian of the last 15 or so years. would need to see much higher yields in
% change on day -0.96 -086 114 -0.88 -042 141 coupled with cash rather than bonds There are a handful of exceptions, bondsand more attractive equity valua-
Currency $ Index (DXY) $per€ Yenper$ $perf Rmb per § Real per & and itisn’t hard for contemporary asset  including China and Japan. But equities  tions with less optimism in earnings
Level 108566 0999 138935 1163 6900 5.065 allocators to see these parallels. are not ubiquitously cheap and have  expectationstobetempted by them.
% change on day 0247 0100 014k 0513 0305 0443 This precarious set-up has made turned more expensive since the low
Govt. bonds Treasury 10-year Bund 10-year JGB 10-year Gilt 10-yearbond  10-year bond active tactical asset allocation particu-  pointinJune. Maya Bhandari is global head of multi-
Yield 3116 1506 0222 2702 2631 12855 larly important. BNP Paribas Asset The second question is whether  assetfor BNP Paribas Asset Management
Basis poinf change on day -0.180 0.500 -1550 9.900 -1.000 7.100
World Index, Commods FTSE All-World Ol - Brent Ol -wTI Gold Silver Metals (LMEX)
Level 407.34 9791 91.84 175125 1922 3903.80 VIGIE
% change on day -058 -5.97 -459 -0.13 -057 0.84 {formerly known as Suez 5 A.
Vesterdoy's dose apart from Carrencies ~ W00 GHIT: S5 Bavesp. AT Word, 01 Siver — London prr TRt Prebon AFrench sociéid anonyme with a share capital of €2,558 311,124
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Forecast-beating results sent Best Buy Better than expected results lifted Consumable products supplier Bunzl ofbe e ofs ey ’
higher with the electronics retailer Norway's Adevinta, the online ads group. sank despite posting an 8.8 per cenf rise R0 vt kg o 1 daks i o i Rl = 3 Saplandsec 2 AN hecwwmt Balder.
reporting second-guarter earnings of It posted an 8 per cent year-on-year in first-half pre-tax profit on a constant P
$154 per share, which comfortably beat rise in revenue in the second quarter, currency basis. it et e = han th ith

Wall Street’s $1.27 estimate.

Corie Barry, chief executive,
acknowledged Best Buy was “clearly
operating in an uneven sales
environment” as shoppers, hit by rising
prices, cooled on discretionary goods In
favour of essentials.

The retailer, nonetheless, generated
revenue of $10.31bn, which was down
from 12.8 per cent from a year earlier —a

Py
period marked by “elevated growth off the back of solid first-half results. a“strong trading performance”, said 3 August 2022

driven by unusually strong demand for The Austrian group’s revenue rose 71 Shore Capial. e e i nv e
technology products and services and per cent fo €1:15bn, boosted by strong In a sign that the shipping markef was Aceouns Holfer Carefictes Dasiline:

fuelled partly by stimulus dollars”, said
Barry.
Luxury electric vehicle group Lucld

dropped after filing a so-called “shelf” cent, up from a previous forecast of 6 fo underlying operating profit rose 31 per Voting Documents Deadine:
registration, which opened the door to 10 per cent, despite supply chain issues cent to £101mn. Accouns Holder Certficstes Deadline:
raising up to $8bn. that were being addressed through the Countryside clothing brand Joules " e (e
Under this arrangement, Lucid would opening of a subsidiary in Taiwan. refreated following a Sky News report Publicaion o the rsuls of he Meting():
have the option to sell a variety of Belgium’s Agfa Gevaert, the image ‘that said its potential tie-up with refailer Fayment f the Consent Fees (i amp): e
securities in one or more offerings in the process and printing group, rose sharply Next had “hit a stumbling block™. comvocation)
future. following news that it was selling its Joules revealed weeks ago that Next : BOCUMENTS ON DISFLAY.
Peloton, the fitness bikes and offset solutions division fo assef manager | was in falks about becoming a “strategic
treadmills group, sank affer disclosing in Aurelius for €92mn, not far off the minority shareholder” but Sky said u & e &
afiling that it had to delay the release of €N6mn KBC Securities had expected. doubts remained about the price of this the report of the Board of Disectors dated 31 August 2022; 'CENTRALISING AGENT

its annual report.

It needed more time to account for
plans to restructure the business, if said.
Ray Douglas

driven in part by a strong recovery in
Mobilede, its marketplace for new and
used vehicles.

‘Quarterly sales of £417mn was 1.5 per
cent ahead of expectations while core
profit of £146mn came in 9 per cent
above the company-compiled consensus,
noted Jefferies.

Motoreycle manufacturer Plerer
Mobility rallied after raising its guidance

growth in North America.
Full-year revenue was now expected to
grow between 10 per cent and 15 per

“The broker approved of the divestment
as it would “enable Agfa fo increase its
focus on ifs growth businesses”, it said.
Ray Douglas

Credit Suisse was concerned by Bunzl's
“ongoing” renegotiafion with its large
client contract, which around
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9 per cent of underlying revenues in 2021,
sald the broker.

Bunz/'s cautious forecast for ifs full-
year operating margin, which was
expected o be “only slightly lower than
‘that achieved in 2021, also hit
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Shipbroker Braemar jumped following

recovering from the pandemic, revenue
from continuing operations Increased 21
per cent year on year to £101.3mn while

stake and the availability of financial
information. In reply to
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Change during previous day’s frading (%)
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ARTS

Why the whodunnit refuses to be killed off

The directors of two new
films, ‘See How They Run’
and ‘Bodies Bodies Bodies,
talk to Dan Einav about how
the genre endures

he new whodunnit movie

See How They Run opens

with a skewering and a dis-

section. The target isn’t a

person, but the film's own
genre. “You've seen one, you've seen
them all,” sneers narrator Leo Képer-
nick, an American movie director
(played by Adrien Brody) in postwar
London, where he has begrudgingly
agreed to adapt Agatha Christie’s hit
play The Mousetrap. He goes on to item-
ise the many storytelling limitations of
the form. Moments later, he finds him-
self the victim of irony — and a blow to
thehead.

The murder mystery itself has proven
more adept at dodging death. For well
over a century, it has survived critiques
and weathered forecasts of its imminent
decline as narratively richer, psycholog-
ically more complex “whydunnits” have
emerged. As Dr Lucy Donaldson, who
teaches a course on detective and mur-
der mystery cinema at the University of
St Andrews, points out, it's the “basic,
often predictable structure of the who-
dunnit” that has enabled the genre to
survive. Its commitment to rules and
resolutions provides a welcome sense of
“safety, comfort and reassurance”, while
the inherent simplicity of the form gives
it a “flexibility which means it can be

P et
From left, Marm Bakalova, A.mandlastenberg. Myha’la Herrold and Rachel Sennott in ‘Bodies Bodies Bodies’— Guen Gapisian

The other film, Bodies Bodies Bodies, is
a TikTok-era tale about a group of
vapid, narcissistic Gen-Zers (Pete Dav-
idson, Amandla Stenberg and Maria
Bakalova among them) whose party ata
country mansion during a hurricane is
soured when they start being picked off
by an unknown killer. The two films
couldn't be more different tonally but

of ahouse in The Hamptons, New York.
“When you can lean on the puzzle, you
have more time to focus on how to
create your own dark, crazy vibe.”
Inher film, that vibeis “nihilistic”, the
characters shedding any veneer of kin-
ship at the first sign of threat. “We are all
‘beasts even though we're so enlightened
and intellectual,” she says. “When the

adapted to any time or place”. both are, in essence, classic WiFicuts out, th arrive.”

Two new films capture both the hodunnits driven by the This p might have been a
genre’s elasticity and See  of cl i jifti hard sell were it not packaged in such
How They Run is a period-set detective  red herrings and revelations. an entertaining form. “If you use a

yarn. Directed by British film-maker
Tom George, it follows the odd couple of
semi-sozzled veteran Inspector Stopp-
ard (Sam Rockwell) and bright-eyed
rookie Constable Stalker (Saoirse
Ronan) in their investigations into the
castand crew of The Mousetrap following
Kbpernick’sdeath.

For Halina Reijn, director of Bedies
Bodies Bodies, those conventions were a
source of security and comfort, much as
they are for audiences. “I felt the safety
of the anchor of the closed-off con-
structs, and that was completely free-
ing” the Dutch actress-turned-film-
maker tells me via Zoom from the roof

genre, you can reach a much bigger
audience and then you can talk
about our times and secretly spoon-
eed them your darker ideas,” she says.
“We are all capable [of evil], so it’s
important to keep telling stories
about it, and the murder mystery con-
struct makes it more accessible than if
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it was Who's Afraid of Virginia Woolf?”

In the case of Bodies, not only more
accessible, but almost tangible. For all
its knowing, ever-escalating absurdity,
the film also has a very real and sponta-
neous feel. The whodunnit typically
leaves little room for authenticity (due
to its heavy use of stock characters,
explanatory dialogue and necessary tra-
jectory), but for Reijn it was imperative
tokeep things “raw and truthful”.

“It was constantly on my mind that
you feel trapped with them, that you're
looking for clues and don’t understand
what’s going on,” she says. “The genre
works because it sucks you in. It [speaks
to] our animalistic side of wanting to
solve something.”

An anecdote shared by Tom George
illustrates this neatly: as a youngster he
would watch whodunnits with a note-
pad, trying to beat Poirot to the punch. I
ask if he thinks the immersive nature
of the murder mystery has helped it
compete with more sophisticated
modes of storytelling. “In every film
you're looking to get the audience to
relate to the core characters but in a
whodunnit there’s an easy path: the
[viewers] are literally trying to solve the
case, 5o they’re totally in lockstep with
the [protagonists].”

Given his longstanding affection for

Sam Rockwell and Saulrse Ronan in ‘See How They Run’ — pariss Taghizsdeh

the genre,  ask whether the archness of
his film risks breaking the spell. “The
film isn’t about undermining its own

the soundtrack were meticulously
devised to echo the murder mysteries of
Lhe postwar era, even while takingliber-

stakes. It has tosatisfy asa whodunnitin
its own right, otherwise the audience
feels short-changed,” he says. “But it's
taking advantage of tropes and struc-
tures to add a layer of self-awareness
that gives it a contemporary feel, even
thoughit’ssetinthe 1950s.”

George’s efforts to give his film a dis-
tinctly modern feel extend beyond its
modishly self-reflexive humour and
sitcomy cadences. The costumes and

The two films are driven
by the conventions of

clue-searching, red
herrings and revelations

Jamie Lee Curtis in “Knives Out’

ith col i d“tostop [any-
Lhmg] from feeling like a stuffy revisit of
what’s gone before.” In this way, George
has managed to steer the film away from
the nostalgia trap that Kenneth Branagh
fell into with his big-budget, big-
moustache Poirot movies.

While the throwback nature of those
films served only to make the whodun-
nit feel dated, a new crop of more
original, more subversive whodunnits
has helped refresh the genre. old tradi-
tion: beil d
with zeitgeisty humour (as in See How
They Run and TV series such as The
Afterparty and Only Murders in the Build-
ing) or with social commentary, as
found in Bedies Bodies Bodies’ depiction
of validation-craving youth culture,
and the biting satire of affluent white
America in Rian Johnson’s Knives Out.

The immense box-office success of
the latter (which persuaded Netflix to
pay $469mn for two upcoming sequels)
shows that there is still a healthy appe-
tite for whodunnits. But could the
genre’s popularity be undercut by the
ever-increasing popularity of true
crime, which offers viewers meatier,
real-life stakes?

“More often than not, in my experi-
ence, true crime leaves you wishing for
more of a story or complexity. There’sa
saturation point at which all those [pro-
cedurals] start to sound the same,” says
George, sounding almost like Koper-
nick. You've seen one true crime series,
you've seen them all. “There will always
be aplace for the narrative version.”

‘See How They Run’and ‘Bodies Bodies
Bodies’ are in cinemas from September 9

Survival in a game of agonising choices

he year is 1982 and the fic-

tional Soviet-style country

of Arstotzka has just

opened aberder checkpoint

in the war-torn city of Gres-
tin. In this time of high political tension,
T've been appointed by job lottery to
work in the immigration booth. I trudge
through the grey streets on my first day
and see along queue of people waiting to
enter the country. Already weary Ilean
into the tannoy and call “next!

These first moments of Lucas Pope’s
breakout indie game Papers, Please, first
released in 2013 and launched on mobile
thismonth, will seem unusual to players
raised on action games. How could this
gloomy exercise in bureaucracy be any-
thing other than tedious? Play for an
hour, though, and you’ll discover one of
gaming’s most politically incisive, star-
tlingly original experiments.

On the surface, my job in the immi-
gration booth seems simple: check that
each applicant’s papers are in order and
then decide whether to accept or reject
them. I must look for discrepancies in
their documents and at first often miss
small details — amisspelt name, or pass-
port numbers that don’t match up. But
the more I play, the better I get and the
moresatisfyingitfeels.

Each morning I receive a telegram
imposing Byzantine new rules about
whois permitted to enter Arstotzka. On
one day Imust reject all applicants from
the neighbouring state of Kolechia, on
another foreigners are suddenly
required to bring an “entry permit”

meagre wages. DoIpay for food or heat-
ingtoday?1can’tafford both. Before the
end of the first week my son falls sick
from the cold and I cannot afford medi-
cine. He dies, and I return to work the
next day. In Papers, Please you must
choose between responsibility to your
family, yourjoband your conscience.
The characters who enter my booth
pose interesting conundrums. There’sa
secret organisation that wants you to
join them in working to destabilise the
government. Elsewhere a woman asks
me not to allow entry to a dangerous
man further back in the queue. WhenI

To keep my family
alive, I find myself
arresting applicants for
even small infractions

see him, his papers are in order so I
approve his entry. The following morn-
ing I see in the newspaper that she has
been murdered. A common industry
maxim says that “a game is a series of
interesting decisions”. Few releases take
this toheart like Papers, Please.

Over time, I sense myself hardening.
Aguard gives me cash for detaining peo-
ple rather than simply turning them
away. In order tokeep my family alive, I

P

e
it

v v
F

soon find myselfar
even small infractions. This game ruth-
lessly confronts us with our own capac-
ity for inhumanity. Behind this lurks
another idea: how the structure of an
authoritarian state can reduce a per-
son’s sense of moral responsibility for
their actions. If Hannah Arendt had
made a game to explore the l!amhty of
evil, it would look something like

Itis impossible not to reﬂect on con-
temporary geopolitics while playing
Papers, Please. The stories from my
booth evoke the Syrian refugee crisis,
Trump’s “Muslim ban” and the British
plan to deport refugees to Rwanda.
There is even a pandemic and I must
start checking that applicants have the
correct vaccination certificates. The
game expertly shows how society’s most
urgent questions play outatthe border.

As Christmas approaches, I go rogue.
Hearing of an upcoming audit, I forge
passports for my family and flee to
neighbouring Obristan. This is just one
of the game’s 20 possible endings. Now
for the first time 'm on the other side of
the booth, standing in line nervously,
clutching fake paperwork. I am praying
that when Obristan’s inspection officer
gets to me, he will see more than a sheaf
of papers. That he will see my hardships,
my tiredness, the difficult choices I've
had tomake. That he will look me in the
eyes and see that 1am human.

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F08%2F 31&ts=20220830194302&uq=20220804103507
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instead of an “entry ticket”. These
changes add challenge to my daily tasks
and infuriate prospective migrants. Yet I
have no cheice but to enforce this
inscrutable bureaucratic system.

‘Why do I have no choice? Because at
the end of each day 1 go home to my fam-
ily and must decide how to allocate my

son ALL Youm s

“Papers, Please’ is a startlingly original experiment
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FT BIG READ. HEALTH

Some doctors believe the aftershocks are leaving people susceptible to a wide range of conditions, posing
a threat to global health systems that are already struggling with poor resources and ageing populations.

By Sarah Neville

hen Dr David Strain

encountered a 64-year-

old patient on his ward

round, the British geria-

trician had a bleak
epiphany.

Less than six months earlier he had
treated the man for Covid-19. Now, his
deterioration was painful to witness.
“He came in with a stroke and reallybad
delirium, a precursor of dementia,”
Strain says. “I saw the patient, recog-
nised him [and] recognised the fact that
hisbrainhad dramatically aged.”

By unsettling coincidence, the same
day Strain, who is based at the Univer-
sity of Exeter in England’s west country,
had read a newly published study
which identified significant brain
shrinkage in a cohort of about 400 peo-
ple aged between 51 and 81 who had
recovered from coronavirus.

The encounter crystallised Strain’s
belief that Covid generated akind of epi-
demiological aftershock by leaving peo-
ple susceptible to a huge range of other
conditions, threatening global health
systems already struggling with insuffi-
cient resources and ageing populations.
“This issomething that we're goingtobe
facing in a really big way in the near
future,” he says.

As he started to see a rise in certain
conditions in the first year of the pan-
demic, Strain assumed it was the result
of people having been unable or unwill-
ing to access healthcare. Only as the

highly qualified staff would then have
more time to care for the patients whose
conditions really warrantedit.

Patients would in turn need to be edu-
cated to take responsibility for their
own health, he argues. But healthcare
professionals, policymakers, patients
and citizens would all have to align
around the new approach to avoid “fear
and resistance”, he warns.

Some patients may struggle with this
notion of empowerment. At Columbia,
Armstrong says the pandemic taught
her how many patients without health
insurance relied on informal networks
of support, whether from nurses at
urgent care centres, pharmacists or
family members. The pandemic had
frayed these support structures, reveal-
ing a big gap in patients’ ability to care
for themselves.

“When people came in, we kind of
talked at them, sent them home and
assumed it was all going to be OK [but]
you really have to have basic health lit-
eracy to survive in this new world
order,” she says.

In Singapore, Jeremy Lim acknowl-
edges that structures must be kept in
place for those who, perhaps for reasons
of disability or discomfort with technol-
ogy, are not able to take their health des-
tinies into their ownhands.

Yet evenif only 50 per cent of patients
were able to take charge in this way,
“that means that there’s 50 per cent of
the resources freed up to care for those
patients who otherwise would have
gotten five minutes with a doctor when

?;Yiav#:'gﬂ of they should have gtm,en_ 35 he_says.

damage that's been As an example, Lim pointed to
done would be as I patients who would previously have vis-
everybody decided ited their family physician four times a
1o take up smoking’ year for blood pressure checks but could

pandemic entered itssecond year didhe
begin to suspect that Covid itself could
be increasing vulnerability to other seri-

now take their own measurements
automatically via their phones, with the

. Jeremy Lim
oo -
He now sees it as an inversion of the must be kept In
huge drop in respiratory illness doctors place for those who
saw from the 1980s onwards, when mil- are not able fo take
lions either stopped or reduced smok- care of themselves

ing. “The level of damage that’s been
done to population health [during
Covid], it would be asif everybody sud-
denly decided to take up smoking in one
go,” Strain says.

While more data will accumulate in
the coming years, there is already evi-
dence to backup his concerns. A Finan-

The Covid aftermath

result uploaded to a system that a
doctor or nurse could track remotely.
An algorithm would flagup outliers.
One of the big discoveries of the pan-
demicwas that technology and self-test-
ingare key to enablinghealth systems to
cope with a workforce that does not rise

cial Times analysisof data fromthe UKs  Bringing whether from the increased propensity  outcomes, which people knew Armstrong believes that part of the  “You can't inline with demand, he says.
NHS, one of the world’s richest health  healthcare to contract serious illness after Covid,or  abstractly, [has] become so tangible  solution to keepmg penple ﬁuer lles in g £ The calculus had shifted during the
data sets, showed significant rises in  closer to where from the lingeringimpact oflong Covid, ~ during Covid that it is breaking down  bringing C Covid crisis, moving the sector closer to
deaths from heart diseasesince thestart  people live with or a backlog of patients. At the same  someofthose barriers,” says. Murray live — using telehealth, nursing pru— Ina_[]agmg the model of financial services, in which
of the pandemic in all but the very old-  telemedicine, time, many healthcare workers have For infectious di liks and ity health work- demi physical visits to abank are reserved for
est age groups. In the 40-64 agegroup,  nursing burnt out, or were lost fighting the pan-  himself, he says, the past twoyears had  erstoreach patientsin their homes. pan emCS. complex transactions, with more quo-
heart attack deaths increased 15 per  programmes demic on the front lines. “Our capacity  increased awareness that “you have to Columbia is also rethinking how to O infectious tidian needs met online. “Over the last
centin 2021 compared with 2019. and community ~ may be shrinking at a time when the  think of the whole patient. You can’t  educate the next generation of doctors. threats, as two and a half years we have learned
In February, meanwhile, an analysis  health workers demand in the populluon is increas- thmk ofnnnagng pandemlcs, orinfec-  Medical students now spend more time L which types of health conditions are
of more than 150,000 records fromthe  could be key to ing,” warns Eric Schy fromgoodman-  outside the hospital, undertakingstints ~ diSHNCLfTOM  amenable to telemedicine, [for] which
national healthcare databases atthe US  countering the vice-president at the National Commit-  agement of primary care and general  in the community. A team approach is gOOd types of diseases patients can actually
Department of Veterans Affairs sug-  effects of the tee for Quality Assurance, anon-profit  healthof th ity and patients.” d, in order to break down the self-help,” Lim says.
gested that even some peoplewhohad ~ pandemi ion that focuses on imp: The effect of that may be greatestin ~ barriers between different specialisms ~ 11anagement Far from being a solution that was
not been seriously ill with Covidhad an P montsg=Cetty images healthcare quality. middle-income countries, he argues, and categories of sf of primary only practicable in wealthier countries,
increased risk of cardiovascular prob- This combination of rising disease ~ where “a lot of health policies are still Similar lessons have been absorbed in “Iwould argue it needs to happen in the
lems for atleast a year afterwards. levels and scarce resources is forcing  focused on maternal and child health  Europe, building on the ethos estab- careand developing world even more because
Researchers found that rates of many medical professionalstore-evaluatethe  and infectious disease. And now the lished during the pandemic when nor- general resources are more constrained. The
conditions, such as heart failure and way they practise medicine, puttinga  connection to diabetes, heart disease  mally rigid lines between different spe- health of th richworld has the luxury of being ineffi-
, were substantially higher in peo- grelter emphasis on preventive care, and chronic conditions is so obvious  cialismsblurred. O, c cient to some extent, but the developing
ple who had recovered from Covid than ive working, and telehealthto  that we will see more health system Bjirn Zoéga, chief executive of Swe- patjenm world has no cheice but to be clever.”

in similar people who had not been
infected. A separate analysis of VA data,
published in March, suggested that in
the “post-acute phase” of the disease,
people with Covid “exhibit increased

manage chronic disease and boost pop-
ulationhealth.

Given the many challenges “it’s
impossible to square the circle unless we
are prepared to very fundamentally

interest and attention on tackling those
issues,” he says.

Even in the rich world, huwever.
Covid has created a new und

den’s Karolinska University Hospital,
one of the continent’s biggest teaching
huspuals, says that in a highly special-
ised 4

of the different elements that contribute

such as his, “you have a
lotofsilos™

Even as health systems around the
world adjust to what many fear will be
an era of structurally higher demand for
healthcare, researchers and clinicians
remain divided on how irrevocably the

riskand burden of diabetes”. rethinkhow we deliver healthcare,”says  to keeping people healthy. This spans However, at the height of the pan- landscape of illness has been reshaped

“What's particularly alarming is that Jeremy Lim, director of the Leadershi not simply medicine inits demic, “in the [intensive care unit] we by Covid. The IHME's Murray believes
these are really life-long conditions,” Institute for Global Health Transforma-  sensebutnutrition and decenthousing,  had plastic surgeons staying in the dis- that more data is needed to draw firm
says Dr Ziyad Al-Aly, chief of research tion at Singapore’s NUS Saw Swee Hock  forexample. pensary taking out the meds for the conclusions. “What will the future tra-

and development at the VA St Louis.
Health Care System and clinical epide-
miologist at Washington Universityin St

School of Public Health.
“The whole patient’

Dr Katrina Armstrong, who heads
Columbia University’s Irving Medical
Centre, says over the past 20 years of her

nurses because they could not operate,”
he adds. “One of the things that we want
to keep working on now, post-Covid, is

jectory for people’s health be once we
come out of Covid? Will it look very dif-
ferent? That’s the question. And that’s

Louis, wholed both pieces of research. Many of these changes were under con-  career, “one of the challenges in medi-  that collaboration, that team work.” the part that I think still remains to be
While just 4 per cent more people sideration before the pandemicstruck, — cinehasbeen this division between peo- Ed o d _— proven,” Murray says.
contracted heart failure following a especially in countries with ageingpop-  ple who say “we're public health people’, ucating and empowering Gwenaélle Douaud, associate profes-

Covid infection than those who had not
been infected, “because the number of
people infected with Sars-Cov-2 in the
world is colossal, even small percent-
ages will translate into huge absolute
numbers.

“will it be sufficient to elevate the
burden of chronic disease and subse-
quently put an additional strain on
healthcare systems? We think the
answer is yes,” he adds.

Some researchers caution it is too

ulations. But the crisis has accelerated
their implementation while also serving
as a kind of large-scale demonstration
project for the advantages of a different
approach.

'One lesson the pandemic has taught,
say experts, is the degree to which dif-
ferent conditions intersect, and how
that affects patients’ potential to
recover. “I do think the connection
between chronic disease risks, hked:a

betes and obesity, and i

and then people who say ‘we’re health-
care’. 1 think the revolution that is hap-
pening is that we are truly bringing
those pieces together.”

After more than two years in which
doctors and nurses had witnessed their
patients’ homelives through a telemedi-
cine screen “we are starting to see so
many people be able to really under-
stand the context around their patients
and rea]lyengage with every partof the

; shesays.

Asthey cope with rising demand, many
health will have little choice b

before th

to use existing staff more flexibly. Even
demi Jeulated

that the world was 6.4mn doctors and
almost 31mn nurses short of the num-
bers needed to provide safe and high
quality care.

In this context, ensuring resources
meet demand may entail a more organ-
ised system of risk stratification, with
patients’ individual vulnerabilities cal-

sor at Oxford university’s Nuffield
Department of Clinical Neurosciences
who led the study on brain shrinkage
that shocked Strain, agrees that it is too
soon to make predictions. “Some of
these impairments — cerebral and cog-
nitive — may partially normalise in
time,” she says. “Ultimately, this is
something only extensive follow-up
studieswillbeable totellus.”

But, as he prepares to publish further
findings from his scrutiny of the va
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early to draw broad conclusions frrom
limited data. Dr Christopher Murray,
director of the Seattle-based Institute
for Health Metrics and Evaluation
(IHME), says the increases might also
reflect inconsistencies in reporting. In
the first year of the pandemic, for exam-
ple, many of the deaths in older people
had been assigned to dementia when
they may in facthave been due to undi-
agnosed Covid, which had a high death
rate in the very elderly. “Disentangling
that s quite tricky”, he says.

But although the evidence s still com-
ing into focus, it is already becoming
clearer to clinicians and health leaders
in medical systems around the world
that they are coping with a higher
burden of disease in the population —
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Heart attacks are on the rise across almost every age group ‘
Change in number of deaths caused by heart attack
in the UK by age group (2021 compared fo 2019)
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Source: ONS

Culated berore ecisions are AKen, not
only about their treatment but the level
of healthcare professional who should
provideit.

Dr Xavier Cos Claramunt, a Barcelo-
na-based general practitioner and dia-
betes researcher, who chairs Primary
Care Diabetes Eu:ope believes that

ient to give

every patient the same level of fol-
low-up. Far more precise assessments of
individual risk will be required, perhaps
invelving the use of artificial intelli-
gence to interrogate bigdata sets.

In some instances, this could mean
patients working with “coaches” rather
than clinical staff to look after their
health perhaps W'lth the support of

typ The most
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aatabase, Al-Aly 1S Il NO doUDE that cii-
nicians and society at large will be deal-
ing with the after-effects of Covid in per-
petuity. “This is not something that will
go away in a week, in a year, or two, or
three. This will reverberate with us for
generations,” he says.

In Singapore, Lim says that health-
care is “front and centre of many gov-
ernments’ and many global agencies’
agendas”. Whether that meets the
world’s health needs in the aftermath of
the pandemic is another matter, he
warns. “If our tools to address health-
care demand don’t change, if our mod-
els of care don't change, then let’s just
saywe're ina for avery bumpy ride”

Data research and analysis by Federica
Cocco

Wednesday 31 August 2022
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‘Without fear and without favour®

Chile’s draft constitution is seriously flawed

ft.com/opinion

The successful emerging
market deserves a better
bill of rights

Chileans vote on Sunday on whether to
adopt a radical new constitution. At
stake is the economic model of one of
the world’s most successful emerging
markets. The omens are notgood.
Overthe past three decades, Chile was
widely touted as an example. Investors
loved its steady growth, stable and pre-
dictable laws and mdumcratlc govern-
ment. But the i

violent d al A
government promise of a new constitu-
tion to replace the current dictatorship-
eradocument helped persuade protest-
erstoabandon the barricades.

Chileans entrusted the drafting of a
new charter to a special assembly
elected in 2021. Most citizens hoped for
adocument to preserve prosperity but
tilt the balance towards a stronger state
to improve public services and distrib-
ute wealth more fairly. That did not hap-
pen. Chosen on a low turnout during the
pandemic, the constituent assembly
was dominated by the hard left. Alarge
faction of “i turned out to

numbers and mduc?mns in poverty hid
major flaws. d high

be radical activists. The body proved

and public health, education and pen-
sions inadequate. A class-ridden society
and an economy dominated by tradi-
tional families limited opportunities for
thosenot born into wealth.

Student protests bubbled up in 2006
and again in 2011-13. In October 2019,
public anger boiled over, with weeks of

ive of Chilean society,
which is balanced between left and
right, and generally shuns extremes.
After a year of sometimes chaotic
the duced its
draft. It is not brief. The new charter
runs to 388 articles and 57 transitional
clauses. 1t would be one of the world’s
longest constitutions, yet one of its most

vague. The state, for example, would
“recognise and promote intercultural,
horizontal and transverse dialogue
betweenthe diverse cosmovisions of the
peoplesand nations”.

Alonglist of government responsibili-
ties extends to developing Chile’s culi-
nary heritage and establishing regional
media. The state would guarantee citi-
zens’ rights to develop their personali-
ties and life projects. Overall, the char-
ter reads more like a lengthy political
‘manifesto than a succinct distillation of
fundamental rights.

‘Worryingly for business, the docu-
ment erodes property rights and would
Balkanise Chile into a “plurinational,
intercultural, regional and ecologis
state, including autonomous territories
with their own justice systems. It
replaces the senate with an emasculated
“chamber of regions”, removing vital
checks and balances. Chile is the world’s
biggest copper producer and its second-
biggest exporter of lithium. But the
draft charter creates so much legal

uncertainty that it risks deterring the
biginvestmentsneeded for new mines.

Alarmed by its radicalism and suffer-
ing a sharp economic downturn, Chile-
ans have turned against the new consti-
tution. Polls show a slim majority reject-
ing it (though their reliability is
unclear). Gabriel Boric, the country’s
leftwing president, is in favour but has
promised amendments. This would not
address the biggest problem: that the
draftlacksthe broad support needed for
a foundational document. Investors
have given their verdict: Chile’s cur-
rency devalued faster in the year to July
than any of its regional peers, a trend
exacerbated by the weak copper price.

There is broad consensus in Chile that.
a mew constitution is needed. This
deeply flawed draft is not the solution.
Instructing Congress to appoint a fresh
constitutional convention would be a
better course. That would be more
likely to deliver the future prosperity
and fairer society to which Chileans
rightly aspire.

Environment

Turn private jets into a
green testing ground

Pilita
Clark

he holidays are over, the

‘billionaires are back and a

private jet in one mogul’s

«company has just emitted

asmuch carbon dioxide in
asingle day as the average French car
doesina decade.

So said a post the other day from “1
Fly Bernard”, one of a new breed of
social media accounts that has sprung
up in France to highlight what private
jets are costing the planet.

The Bernard refers to Bernard
Arnault, head of the LVMH luxury
group, though that particular post was
about ajet belonging to the business of
media tycoon, Vincent Bolloré, which
did not respond to a request for com-
ment.

Bothmen belong to atiny club of the
super-rich that is responsible for an
outsized share of carbon emissions, as.
“IFly Bernard” points out. And that

message is resonating with unusual
fnrcerighlnnwas"“ lurches from

much difference to the climate as you
might think. These flights only
account for about 4 per cent of global
aviation emissions, which in turn
made up only 2.4 per cent of global
€O, emissions in 2018.

That 2.4 per cent is not nothing. If
the aviation industry were a country,
research suggests its total emissions
would have ranked number six in the
world between Japan and Germany in
2019. still, even when you take nitro-
gen oxides and other non-CO, aircraft
pollution into account, the entire sec-
tor only representsaround 3.5 per cent
of the warming impact caused by
humans, scientists estimate.

The problem lies in the explosive
rise of flying, which was driving the
highest and fastest growth of individ-
ual emissions before Covid struck —
plus the industry’s sluggish pace of
decarbonisation. Electric or hydro-
gen-powered planes are years away
from widespread commercial use and
truly green versions of aviation kero-
seneare expensive and scarce.

Countries that lobbied fiercely
against EU efforts to regulate their air-
lines’ pollution a decade ago have
since agreed to a global aviation car-
bon offsetting scheme that will shock
ifit proves to be effective.

But what if private jets are the
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Only BoE intervention can save the economy from meltdown

There has been much discussion of the
unpactof increasing energy costs on
holds and the i ibility for

below levels seen since the series
started in 1974.

many of settling the sumsthatwﬂl be
demanded of them (“Millions face
energy poverty as household bills set
‘o surge 80%”, Report, August 27).
‘We share those concerns but are as
‘worried that in this debate the wider
impacts of energy price rises, interest
rate increases and other causes of
inflation are being ignored when
consumer confidence, which is
predictive of recession, is now

The likelihood of recession on a scale
not seen since the 1930s is very high.

that cannot pay for None of this is necessary. In 2008
energy food, their rent or and 2020 ises were averted
will stop spending on everything else. using government-created money and
The knocle-on effect of that on the the Bank of England’s quantitative

retail, leisure and hospitality

sectors will be significant. Many
companies will fail. It is likely that
millions of jobs will be lost. Mortgage
repossessions and tenant evictions
will increase. Public services in
education, health and care will also be
drastically impaired due to rising bills.

energy supply and investment in new
technologies could save us from the
catastrophe currently awaiting us.
Not much else can.

David G Blanchflower

Bruce V Rauner Professor of Economics

easing process. Inter on those
occasions were of £150bn or more. It is
quite likely that a further £200bn will
e necessary in the coming year if the
meltdown of our economy is to be
avoided. Intervention on such a scale,
coupled with cuts in interest rates,
energy price reform, nationalising

College, Hanover, NH, US
Lord sikka

Emeritus Professor of Accounting
University of Essex, Colchester, UK
Richard Murphy
Professor of Accounting Practice
Sheffield University Management School
Sheffield, South Yorkshire, UK

Hit Russian tourists with
leaflet campaign, not a ban

Regarding your leader entitled
“Europe should not shut its doors to
Russian tourists” (FT View, August
29), would it not be easier for EU
states to publish a short bullet-point
leaflet to be handed out at border
crossings, hotels and petrol stations,
explaining why the west likes Russia
as a people, has fought alongside
Russians in the defence of freedom,
has not actively threatened Russia in
‘the past 40 years, welcomed many
Russians as immigrants and greets
‘them as holidaymakers — despite the
Ukraine war?

Such a leaflet would force ordinary
Russians to ask themselves why
Europe is enduring economic hardship,
accepting millions of refugees and
paying for arms for Ukraine’s defence.

Maybe (and probably) this would be
seen as propaganda. But there is an
outside chance the message might get
‘through, if constructed in the right
‘way. Indeed Russians might even
take these leaflets home with them,
photocopy them and send them on
‘to their friends.

1f this campaign takes hold, it might
‘be Vladimir Putin who stops Russians
from travelling and then they really
‘would dislike him. We can but dream!
Peter Brooks

answer to thi

Instead of banning them, should regu-
lators turn them into a testing ground
for agreener aviation future?

This elegant idea comes from 22021
report by Transport & Environment, a
European group thal has spent more
than 30 year: iing for cleaner

of wi the
threatufawumerenergycmlssodlre
that people are being urged to
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The study says private jet owners
are worth an average of €1.3bn, so
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Dutch PM is wrong not to
restart Groningen gasfield
Last week, natural gas prices in Europe
reached a peak equivalent to $571 per
‘barrel of oil (Report, August 27).
At thislevel, T calculate it will cost

‘the EU over €1tn or around 8 per cent
of its gross domestic product annually.

Tha imnant io nf an ardar af mamitdas
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research suggests that the stress costs
five to 21 lives per year.

Mark Rutte, the Dutch prime
minister, said in May that the effect of
having the Groningen gasfield in full
operation again would be limited.
The gas price proves otherwise. It
has tripled due to Russia’s Nord
Stream 1 “maintenance”.

Rutte also said he had not received
any official foreign requests to change
policy, so reopening was not
considered. The invitation is clear!
And don't forget to appeal to the
good citizens of Groningen as well.
Chris Mulder
Former Staffer, IMF, World Bank
and Dutch Finance Ministry
Warten, The Netherlands

Britain has chance to forge

new set of net zero policies
Pilita Clark is correct to say net

marn nalisias ara nat tha maea aftha

It’s time for less froideur
and more realpolitik

Duncan Weldon believes that Britain
has no good options to ease its pending
economic hardship (“Britain has no
good options with the threat of
recession looming”, Opinion, FT
‘Weekend, August 6). Much of the
burden is due to inflation caused

by rising prices for energy and

global commodities.

But unencumbered by EU diktats,
could Britain not use its newfound
freedom to do a deal with Russia on
energy and raw materials? One can
militarily support another country
‘without shooting eneself in the foot.
While the UK and Ireland were at
loggerheads over Northern Ireland,
even during the darkest times of the
30 years of Troubles, trade happily
continued between the countries.

Indeed, the current situation with
Russia is not unprecedented. After the
Bolsheviks seized power following the
October Revolution of 1917, the
international allies, Britain included,
implemented economic sanctions
against Russia and funded the White
side of their civil war.

By early 1920, the high price of
commodities had damaged the UK
economy and so trade was resumed.
The froideur continued but not at the
cost of the UK economy.

Is it time for realpolitik, before we
all freeze and lose our jobs this winter?
Anna Mackey
Dublin, Ireland

Leaving the last word to

the great Roman orator

1felt profound disquiet on reading
Stefan Stern’s column about Jeffrey
Pfeffer’s book 7 Rules of Power (“The

ctarl trath nhant maanamamant and

Cabinet has duty to bring
capricious leaders to heel
Sebastian Payne makes a compelling
case for the new prime minister to
appoint an ethics adviser (Opinion,
August 26).

The role is crucial to the credibility
of government and to its efficiency. But
while essential, such an appointment is
not sufficient. Cabinet too has a duty to
hold its senior members to account.
Even Winston Churchill, at his most
capricious, could be restrained by the
wisdom of his peers.

In October 1940, the Sunday
Pictorial demanded the dismissal of
“0ld Failures and Old Blunderers”
following the failed Anglo-Free French
mission to Dakar.

The newspaper declared «doom for
the age of “crusty colonels” and

“stinted Tories”. Churchill was
incensed. He accused the Sunday
Pictorial and its sister paper, the Daily
Mirror, of journalism “so vicious and
malignant” that it would be indecent
if applied to Nazi Germany.

Churchill sought his cabinet’s
agreement to close the titles using
emergency powers. Herbert Morrison,
then home secretary and Lord
Beaverbrook, minister of aircraft
production, persuaded the prime
minister to reconsider.

The most brilliant and courageous
ethics adviser would have struggled
to achieve this outcome.

Professor Tim Luckhurst
Principal, South College
Durham University, Durham, UK

‘Who needs a wendigo if
you've got Boris as leader

Harvey Clark Greisman (“Why stop at
tigers — what about mythical beasts?”,

T attare Anmict G cnve tha muthinal
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rage building among
France’s transport minister has called
for private jet flights to be restricted
and the head of the country’s Green
Party isurging an outrightban.
Resentment is also growing in the
US, where sites that have long tracked
city-hopping celebrity flights are sud-
denly being used to flight shame as
evidence of climate extremes rises.
Kylie Jenner, the reality TV star, was
branded a climate criminal after one
site showed her private jet taking a
flight of just 17 minutes in July, the
same month the US reeled from
record-breaking heatwaves and blaz-

Public anger about the carbon-
belching elite is understandable,
though the elite’s lifestyles are
scarcely news. Researchers showed
years ago that the world’s m:lmst 10

ment of technols such as green
aircraft. Also, the first electric or
hydrogen planes will only carry a few
passengers over relatively short dis-
tances, which is what most private
jetsdo.

Adding these two factors together,
the report recommends that a ticket
tax of at least €3,000 should be
slapped on all private flights departing
from Europe. The money raised
should be used to fund greener alter-
natives and by 2030, regulatorsshould
require private planes taking flights of
less than 1,000km in Europe to be
powered by green hydrogen or elec-
tricity. The industry will moan of
course. But it has had a good run for a

All pages from Financial Times (Asia), Wednesday, August 31, 2022
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greater than the 1973/74 oil price
shock;, and the effect is far worse for
the EU than the EU’s sanctions will be
for Russia. Indeed if Russia manages
‘o charge these prices to its remaining
customers it can pocket a windfall of
about half of its current government
revenues to support its war.

Just 10 years ago the Dutch were
pumping about 50bn cubic metres
of gas annually, mostly from their
Groningen gasfield. This is as much
natural gas as was flowing through the
massive Nord Stream pipelines until

long time. Flying has enjoyed decad

of light taxation, even when it’s done
in a private jet that is up to 14 times
more polluting than a commercial air-

per cent d for

the emissions growth between 1990

and 2015. And before the pandemic,

just1 per cent of people were causing

halfof all passenger flight emissions.
Yet if private jets were banned

tomorrow, it would not make nearly as

Wednesday 31 August 2022

craft per

Banning private jets would make a
Iot of people happy but in fact, it may
well be better for the climate to keep
themin the air.

pilita.clark@ft.com
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current energy crisis (“Gaslighting
finds new meaning in energy crisis”,
Opinion, August 24).

They are, however, the latest in a
long series of dysfunctional energy
policies promoted by successive UK
governments and make it more
difficult to respond to the crisis.

Hopefully, our next prime minister
will be honest enough to admit that
government cannot predict when or
Thow the war in Ukraine will end or,
therefore, when and how the energy
crisis will be resolved. The

e L L AU S A
power”, Work & Careers, August 29)
in light of the immense harm done by
Donald Trump and countless others of
his ilk — who apparently are held up as
examples of the efficacy of this system.
Do the ends really justify the means,
as Pfeffer suggests? Cicero had this to
say on the subject: “Thus this error of
wicked human beings must be
arrested: when something that seems
to be expedient is immediately
separated from what is honourable.
Hence daggers, hence poisons, hence
forged wills, arise; hence theft,

Russia halted the flow last week. Back f these isthat pillaging and
in 2018, after years neglecting there can be no clarity about the best plundering of allies and citizens; hence
ints about earthquake way to deliver net zero. Even if thatis longings for excessive influence, for

the Dutch government decided to clnse not admitted for political reasons, intolerable power, finally, even for
the i field, at the time hopefully our new government will rule over free political communities,
Europe’s largest. have learnt in recent months that emerge — longings more foul or

The Groningers, the locals, were transitioning sources of energy supply loathsome than which one cannot
angry and understandably so. at scale is difficult, expensive, can conceive. For while these people see
Earthquake repairs are still done at a bankrupt individuals and companies ‘what is to be gained from such false
snail’s pace. Of the hundreds of billions | and I tries highly indebted. judgments, they do not see the penalty
it earned the Dutch exchequer, the 1t will then be able to produce a — I do not say of the laws, which they
guvemmem pmd the Gmmngers in new. set Df net zero policies that are very often escape — but of disgrace

of just iy ffordabl, itself, the harshest penalty.”

0331 per cent of national tax revenues. Alan Hearne Damien Morris
While direct deaths were avoided, Woodstock, Oxfordshire, UK Perth, WA, Australia

FINANCIAL TIMES

LA ttna, SaaEot ds) Sy Gar aibp s
wendigo, which he suggests could be
created by scientists, has only appeared
once in literature. That depends on
whether he regards “Fantasy” and
“Science Fiction” as literature. 'm sure
Mercedes Lackey wrote a short story
about such a beast. In it, the beast was
a shape-shifting creature which could
not be killed, only outwitted.

Although would that notbe a
description of the current UK
prime minister?

In which case, Greisman’s suggestion
of creating one becomes unnecessary.

Mike Pugh

Woodford Green, Essex, UK

These FT readers should
probably stop digging

Tassume FT readers who want to
“reopen the coal mines” (Lex, August
27) won't be volunteering themselves
for chthonic labour. Reactivating deep
mines would entail grim and unhealthy
jobs for humans. However, perhaps,
robots could be thus employed.
Michael Zehse

London SE15, UK

Opinion
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Janan
Ganesh

s the waters closed over

him at Manchester United,

José Mourinho showed

three fingers to a group of

impertinent reporters. He

was comparing his haul of Premier

League titles with that of the 19 other

coaches in the division. “Three for me.
Two for them. Respect. Respect, man.”

Now there is a speech on British soil

that Joe Biden should plagiarise. Often

treated as a figure of fun, he has been on

three winning presidential tickets. He

led the 2019-20 Democratic primaries

almost from start to finish, even as

Why Biden and Starmer keep beating the critics

opinion-formers preferred Elizabeth
‘Warren, Pete Buttigieg, Kamala Harris,
Bernie Sanders and almost any bipedal
mammal in the vicinity. This summer,
he has salvaged a failing presidency
with major climate legislation. His
approval rating isup. He isn’t a Lincoln,
no. He is not even a Clinton. But his
reputation as an affable klutz dies
harder thanitshould.

At a given time, the reigning US
Democrat and UK Labour leaders will
resemble each other. John F Kennedy
and Harold Wilson were slick but
shallow icons of generational change.
Jimmy Carter and James: were
decent plodders in difficult times. Bill
Clinton and Tony Blair were silver-
tongued centrists. The pattern goes
back to those modest men with much to
be immodest about: Harry Truman and
Clement Attlee.

Well, Biden and Keir Starmer are ofa
piece, too. Each has a low-to-middling

reputation that belies the weight of evi-
dence. Two years ago, the cognoscenti
wondered how a man who so bored
them could save Labour from terminal
crisis. They now scold him for bemg
ite, rather than araci
tainty, to win the next election. From
the derisive way he is still discussed, you
‘wouldn’t know that Starmer has bucked

nd the
heartland populist are part
of the same club: the

The elite liberal a

politically obsessed

all expectations. Or that he has done so
despite losing his first year to a pan-
demic that made an irrelevance of Her
Majesty’s Opposition.

‘What is going on here? More, I think,
than the same random error in two

countries. It is the atomisation of
modernlife.

Imagine that you are a pundit or some
other kind of liberal politico. Your edu-
cation has deracinated you from home
town and less-lettered parents. Or it has
made patriotism seem a tad silly. Some-

through politics, for mspu'annml lead-
ership. And an i of

Lehman Brothers fell. He was a military
interventionist in a war-scarred nation.

those withno such need. Whatevertheir
enmity, the elite liberal and the heart-
land populist are part of the same club:
the politically obsessed.

No wonder, then, that Biden and

thing has to fill that void of ing. It
turns out to be partisan tribe. Politics
being nomere interest now, but a source
of identity, you craveless aleader than a
messianic shepherd to your flock. And
so0 you over-index such things as pas-
sion, vision, rhetoric and romance. You
develop a blind spot for the electoral
power of well-meaning blandness.

Tam picking on elites, here, buta Don-
ald Trump fan in a diner isn’t so differ-
ent. The atomising force there might be
the decline of unions. Or of religion.
(The rise of American partisanship
more or less tracks the drop in church
membership.) It amounts to the same

Starmer vot-
ers aren’t as weird and needy as com-
mitted ones. They are at ease with the
idea that each election pits a lesser
against a greater evil. They don’t notice
politics the rest of the time, much less

“Hope and change”, it is true, secured
Obama the Democratic nomination.
But the “no drama” side of him clinched
thelarger prize.

People forget the golf-playing innocu-
ousness of Dwight Eisenhower, the cau-
tion and barely middlebrow inner life of
Franklin Roosevelt. As for Attlee, the
one postwar UK premier who can look
Margaret Thatcher in the eye, name one
vivid thing he said. When Starmer is

use it as a source of vicariou:

called a visionless bore, or Biden a life-

And so a leader need not have star-
power to woo them. It is enough to be
someone they can justabout live with.

Hereis a truth that has been lost since
2008. Barack Obama won the White
House because he was the blander of the
two candidates. John MccCain, his erratic
rival, named an unserious running
mate. Out uf sume mysufymg pru]mp le,
he d his

thing: a need for human

when

long mediocrity, Thear only votesrolling
in. Because so many people seek some
kind of rapture in politics, they forget
that an electorally decisive number of
voters still don’t. Diligent, unprepos-
sessing, best-of-a-bad-bunch candi-
dates have long thrived in politics. What
isnew is the surprise when ithappens.

janan.ganesh@ft.com

We must
prepare for
tough times

Martin Wolf

Central banks are playing catch-up

but they cannot tackle the
energy shock directly

entral banks are determined
tobringinflation backunder
control. This was the mes-
sage from Jay Powell, chair
of the Federal Reserve, and
Isabel Schnabel, an i member

food) has been above target for a pro-
longed period. Of course, this unhappy
outcome hasmuch to do with a series of
unexpected supply shocks, in the con-
text of the post-pandemic shift towards

of the board of the European Central
Bank at the Jackson Hole symposium
last week. So, why were the central
banks so insistent on this message?
Are they right? Above all, what might
it imply for future policy and the
economy?

“Reducing inflation s likely to require
a sustained period of below-trend
growth . . . While higher interest rates,
slower growth, and softer labour market
conditions will bring down inflation,
they will also bring some pain to house-
holds and businesses. These are the
unfortunate costs of reducing inflation.
But a failure to restore price stability
would mean far greater pain.” These
were the words of Powell. Again, Schna-
bel argued that central banks must act
decisively, since expectations risk being
de-anchored, inflation has been persist-
ently too high, and the costs of bringing
it under control will rise the longer
action is delayed. There are risks of
doing too much and of doing too little.
Yet “determination” to act is a better

of goods, the

on energy supply and now the war in
Ukraine. But the scissors have two
blades: demand, as well as supply. Cen-
tral banks, notably the Fed, persisted
with the pandemic’s ultra-loose policies
for too long, though US fiscal policy was
alsotooexpansionary. (See charts.)

Inanimportant analysis, Ricardo Reis
of the London School of Economics
points to four reasons why this hap-
pened. First, central banks dly

Eip d = v

Even core inflation is far
above target in the US and UK
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interpreted supply shocks as temporary
interruptions, not quasi-permanent hits
to potential output. Second, they mis-
read short-term expectations, focusing
too much on the mean rather than the
shift towards higher expectations at the
upper edges of the distribution. Third,
they tended to view credibility as an
infinitely deep well, instead of a shallow
one that needs to be refilled promptly.
Thus, they failed to note that the distri-
butions of long-term inflation expecta-
tions were also shifting against them.
Finally, their belief in a low neutral rate
of interest led them to worrv too much

risk losing credibility and, if they did,
the costs of regaining it would be far
higher than of acting now. This fear is
reinforced by the risks to wage inflation
from the combination of high price
inflation with strong labour markets.
The fact that higher energy prices raise
the prices of essentially everything
makes this risk bigger. This could then
start a second-round wage-price spiral.
They are right to take this

Yet there is indeed a risk that the slow-
«down in economies caused by a combi-
nation of falling real incomes, and tight-
ening financial conditions will cause an
unnecessarily deep slowdown. One part
of the problem is that calibrating mone-
tary tightening is particularly difficult
today, because it involves raising short—

argues that this would be unprece-
dented. The Fed has responded by say-
ing that everything now is unprece-
dented, so why not this, too? Inreply, the
authors of the original paper insist that
there is no good reason to believe things
are that unprecedented. Think about it:
how can one expect a general monetary

A shiftinto a 1970s-style era of high and
unstable inflation would be a calamity.

termrates and shril only to hit firms with vacan-

at Lhe same time. A bigger one 1s that  cies? It is sure to hit firms that would
have not: dany- thenk: lay off workers, as well.

thlng like this for four decades. If the planned tightening of monetary

Inthe US, there is a particularly opti-
mistic view of “immaculate disinfla-

policy is likely to generate arecession in
the US. what might hapen in Europe?

demand will need to be curbed, too.

Monetary policy will play a part in the
European story. But the core of its cur-
rent crisis is the energy shock. Central
banks cannot do anything directly
about such real economic disturbances.
They must stick to their mandate of
price stability. But a huge effort must be
made to shield the most vulnerable
from the crisis. Moreover, those most
wulnerable will include not just people,
but countries. A high level of fiscal co-
operation will be needed in the euro-
zone. A political understandine of the
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choice than “caution”.

It is not difficult to understand why
central bankers say what they are say-
ing. They have a clear mandate to con-
trol inflation on which they have failed
to deliver. Not just headline inflation,
but core inflation (excluding energy and

about deflation and too little about the
return of inflation. A central point is
that these were intellectual mistakes.
So, in my view, has been the lack of
attention paid tomonetary data.

In essence, central banks are playing
catch-up because they fear that they

All pages from Financial Times (Asia), Wednesday, August 31, 2022

tion”, promulgated by the Federal
Reserve. This debate focuses on
whether it is possible to reduce labour
market pressure by lowering vacancies
without raising unemployment. An
important paper by Olivier Blanchard,
Alex Domash and Lawrence Summers

The answer is that the recessions there
are likely to be deep, given that the
energy price shock is so large. Here too,
the balance between the impact on
supply and demand is unclear. If the
impact of higher energy prices on the
former is larger than on the latter,

need for solidarity within countries and
amongthem is a precondition.

Astorm has come from Europe’s east.
Itmust be weathered. How best to doso
will be the subject of future columns.

martinwolf@ft.com

Sylvie
Kauffmann

ddressing Finland’s ambas-

sadors in Helsinki a week

ago, Sanna Marin, the

country’s prime minister,

spoke highly of Estonia, the
first European country to ratify Finnish
membership of Nato. Then she made a
rare admission: “Over the past decades,
we could have listened to our friends in
the Baltics more closely along the way in
questions related to our common secu-
rity and Russia.”

That was music to the ears of Toomas
Hendrik Ilves, who experienced first
hand, as Estonia’s president from 2006
to 2016, “the dismissive arrogance” of
western European governments when

War in Ukraine has shaken the EU's power dynamics

officials of the young democracies of
Eastern and central Europe tried to
warn them about Moscow’s objectives.
That arrogance, Ilves says, “lasted until
February 24” this year, when Russia
invaded Ukraine. Now, as a result of the
Russian invasion, power dynamics in
the EU are changing. Member states for-
merly occupied by the Soviet Union,
and geographically closer to Ukraine
and Russia, are not only taken more
seriously — they are also wielding more
clout because their mistrust has been
vindicated by Vladimir Putin’s unpro-
voked war, and because their position as
front-line states makes them strategi-
cally more important. This shifting of
the centre of gravity is challenging the
once almighty Franco-German tandem.

This trend has been obvious in the
current debate over a visa ban for Rus-
sian citizens in the Schengen area.
Ukrainian president Volodymyr Zelen-
skyy called for it; Poland, Finland, the

three Baltic states and the Czech
Republic have actively supported it.
Kaja Kallas, Estonia’s prime minister
and an increasingly influential voice in
‘the EU, made the strongest push.
Germany opposed such a ban, as did

Josep Borrell, the EU’s chief diplomat.
The Czechs, whohold the rotating presi-
dency of the EU, decided to put it on the
agenda of the 27 foreign ministers meet-
ing this week in Prague. The Lithuanian
foreign minister, Gabrielius Landsber-
gis, threatened to craft a regional agree-
ment if a deal was not reached. Eventu-
ally, France and Germany had to fight

back and work towards a compromise.
This is not the old east-west divide, nor
old Europe versus new. The war in
Ukraine has upset existing coalitions.
viktor Orbén’s proximity to the Krem-
lin has paralysed the Visegrad group,
comprising Hungary, Poland, Slovakia
and the Czech Republic. Poland and the
Baltic states can now count on the sup-
portof Nordic countries such as Finland
and Sweden, putting Paris and Berlin on
thedefensive.

The shift actually started before the
war in Ukraine. In june 2021, then
German chancellor Angela Merkel
suffered a major defeat when she failed
to rally her European partners, with the
exception of France, to a proposal for an
EU-Russia summit with Putin. Kallas
led the charge, backed by Poland, Swe-
denand the Baltic states.

This year, both Merkel’s

criticism — Scholz for his hesitations on
‘weapons deliveries to Ukraine, Macron
for hisinsistence on working the phones
with Vadimir Putin.

over the past few days both have felt
the need to reaffirm their commitment
‘to supporting Ukraine militarily “for as
long as it takes”, as Scholz put itin a
speech in Prague on Monday that was
strong on European defence and
enlargement. On the same day, Macron
welcomed Polish prime minister
Mateusz Morawiecki for talks at the
Elysée. This took no small effort on the
French president’s part for this was the
same Morawiecki who, inan article pub-
lished earlier in the month, had
denounced the Franco-German part-
nership as a “de facto oligarchy”,
opposing any attempt to reform the
EU’sunanimous voting rule.

The Polish leadership may be wasting

olaf scholz and French president
Emmanuel Macron have faced harsh

FINANCIAL TIMES

a golden opportunity to make its case.
With its exemplary treatment of

millions of Ukrainian refugees, its close
relationship with Kyiv and its crucial
role as a hub for military support to
Ukraine, Poland could now exert major
influence in the EU — provided it
addresses its problems with the rule of
law. In Prague, Scholz called for a “grad-
ual transition” to majority voting,
directly contradicting Morawiecki, as
the EU grapples with the enormous task
of integrating new members, including
Ukraine, which was granted candidate
status in June. For the time being,
France and Germany still feel strong
enough to resist Warsaw’s challenge to
EU treaties.

But there is another potential wild
card. Victory for the far right in the Ital-
ian election on September 25 could see
Europe’s fluctuating power dynamics
shiftstill further.

The writer is a columnist at Le Monde and
fellow of the Robert Bosch Academy
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China property:
hardy perennial feels chill

‘You know things are bad when a
former Steady Eddy is buckling at the
knees. Country Garden, China’s largest
and previously safest property group,
has reported a 96 per cent drop in
earnings. This has worrying
implications for investors.

Net profits fell to Rmbs12mn
($88mn) in the first half, the biggest
decline since Country Garden listed in
2007. The group’s fortunes mirror
China’s economic health more
accurately than peers. It specialises in
homes for mid to lower income people
and avoids high-risk projects.

The read-across to smaller, more
speculative peers is that some of them
will report terrible numbers in the
coming weeks. Ronshine China
Holdings, Sino Ocean and Zhenro
Properties are just some of the
property groups expected to book
steep net losses.

For Central China Real Estate, that
figure could run as high as Rmbébn.
stalled construction projects and
falling property sales will trigger a
number of impairments. Developers
are caught up in a vicious cycle of
undercutting each other.

Banks will bear the brunt of the
fallout. Industrial and Commercial
Bank of China, the country’s largest
lender, reported a sharp rise in non-
performingloans for the first half
yesterday. The NPL ratio for the real
estate sector was more than four times
the lender’s average. At Postal Savings
Bank of China, real estate NPLs at the

headlines. But that business has long
been seen as an outlier by investors.
Moderately bad news from Country
Garden is a more alarming portent of
China’s economic weakness and the
threat it poses to investment returns.

Twitter:
Spamalot

Twitter says spam and fake accounts
make up less than 5 per cent of its.
monetisable daily users. Elon Musk is
trying to extract himself from a $44bn
deal to buy the social media company
by arguing that this figure is a gross
||nd erestimate. A whistleblower has
Jaimed that Twitter
misled regulators about security.
Neither claim guarantees Musk’s case.
But there is reason to think Twitter’s
valuation is too high.

The company says it has 237.8mn
daily active users — aka mDAUSs.
Revenue in the last quarter, most of
which comes from advertisers paying
to show their adverts to users, was
$1.18bn. That means the average
revenue per user is less than $5, about
half as much as Facebook parent Meta.

Musk has mused that the real fake
account figure could be at least 20 per
cent. If true, then advertisers are
paying over $6 per real user. If they
paid $5 per user, revenue would be
below $1bn in the last quarter. On the
current revenue multiple, Twitter's
enterprise value would drop to $24bn.
This still looks generous compared
with peers. On the same forward ebitda
multiple as Meta, Twitter’s enterprise

end of June rose 80-fold compared with | value would be closer to $9bn.

December. The problem is spilling over Yet Musl’s hopes of using such

mainland China’s border. calculations to get out of the deal or
Hong Kong lenders show signs of force a discount are muddied by the

stress. Credit impairment losses for the | fact that it is nearly impossible for

first half more than doubled at Dah social media groups to count user

Sing Banking Group. A significant part numbers accurately. Twitter’s central

of these related tnpmblem pmpemes user memc, mDAU, is not h:sed onany

on the mainland. HSBC has regi: ised industry method

net impairment charges of $1.1bn Nor is there an industry definition of

compared with a $700mn positive bots. Or an agreed measure to calculate

reversal a year ago. This is largely real user numbers. For years, social

owing to its portfolio of Chinese real media companies have had things their

estate. The bank’s mainland exposure
was more than $21bn at the end of last
year. Nearly all Standard Chartered’s
total credit impairment charges have
come from the sector.

Highly geared property groups such
as Evergrande will continue to grab

own way. They have encouraged

Energy prices:

and shakier price discovery

dislocation for the nations

Power prices in Europe have become very volatile, hitting record highs last week before slumping. Falling
frading volumes reflect the shrinking number of market parficipanis. That is contribufing fo lower liquidity

Volatile German power prices Trading volumes are falling
Baseload (€ per MWh) EEX German baseload average daily volume (mn)
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‘What is wrong with the European to trading while calling on EU states to Traded power volumes are down
energy market? The simple reply is bolster the finances of energy buyers. 40 per cent in Europe in the first six
that Russia is using it for political That stress was reflected in a plea from | months, says broker Marex.

blackmail. But everyone has known
that for months. It does not explain
why a key German energy future, the
“front year” power baseload contract
for 2023, rose last Friday. It leapt

25 per cent to close at almost €1,000
per megawatt hour.

Volatility in this and other
contracts is rattling energy suppliers
and purchasers. The price
movements feed into steep inflation
forecasts for next year, worsening
western Europe’s apocalyptic mood.

The European Energy Exchange
was alarmed enough to call an
extraordinary meeting of its member
council this week. This rejected a halt

calculate precisely. The sector’s biggest
companies are more than a decade old.
Time to stop promoting flawed metrics.

Syngenta IPO:
sow far, sow good

‘War, floods and droughts are

disrupting the world’s food supply. US peer Corteva.

That has not stopped farmers stocking Farmers prospered last year after

up on seeds and crop protection China imported corn and soy to rebuild
products. pigherd. Despite soaring

German utility Uniper for another
€4bn bailout to keep the lights on.
‘Wild volatility is sometimes a
characteristic of a malfunctioning
market. That was the diagnosis when
nickel surged in London earlier this
year. That did not reflect fundamentals
but one big, overextended short seller.
Liquidity, or the lack of it, is playing
a part in recent energy price swings,
which predate Russia’s full-scale
invasion of Ukraine. Prices rose in
August 2021, triggering bankruptcies
at UK energy suppliers. Other
participants have quit European
energy markets, deterred by volatility
and soaring collateral requirements.

Coming after a prolonged period of
stagnation, the bumper profits make a
flattering backdrop for a planned
initial public offering. The IPO — back
on course after a false start in 2021 —is
expected to raise $10bn on Shanghai’s
Nasdag-style Star Board by the year-
end. Syngenta Group would be worth
about $50bn, including debts, if valued
on the same 11 times ebitda multiple as

, Chis
Syngenta Group, one of the world’s

growth by making it extremely easy to largest agrochemicals businesses, said
open accounts, ing that also it il d sales by a quarter and
makes it easy to create fake accounts. ebitda by 32 per cent in the first half.

Meanwhile, they have enticed investors
with high user-growth metrics while
also admitting that these are hard to

Last year's results were impressive
‘too: a 23 per cent increase in sales and
a14 per cent rise in ebitda.

coslx of fuel and fertiliser, their income
remains at a near record high.

The Chinese operations are growing
fast, with sales expanding 26 per cent
t0 $5.3bn in the first half. China’s need
to improve domestic crop yields
encouraged ChemChina to buy

Disruptions at French nuclear and
hydro generators are adding to the
pressure that shortages of Russian
gas are putting on energy markets.

Enough substitute gas has been
found in the short term. In that
respect, energy markets cannot be
described as broken. They may be
badly skewed, though. One theory
blames Germany’s “whatever it
takes” philosophy of support for
power groups in their rush to secure
winter supplies. That encourages
sellers to sit on their hands, waiting
to see how high prices can spiral.
Germany may thus be exacerbating
the crisis that it seeks to quell.

Switzerland-listed Syngenta for $43bn
in 2017. Sinochem Holdings Corp
absorbed ChemChina last year.

The IPO should further reduce
Syngenta’s debt load, which last year
fell from 4.9 times ebitda to 3.9 times,
according to Moody’s. It would also
allow for an increase in research
spending. Farmers need new products
to cope with climate change. Syngenta
spent 6.6 per cent of sales on R&D last
‘year; not far off Corteva’s 76 per cent.

But it is well behind Germany’s
Bayer, which is investing €2bn a year in
crop science research, a tenth of sales.

Potential investors in the IPO know
agriculture is cyclical. When incomes
drop, cash-strapped farmers cannot
afford expensive inputs. But investing
more heavily in research will help
Syngenta defend its market share.

Adtech/US regulators:
not-so private Idaho

Digital advertising is already a $200bn
industry and growing quickly every
year. It has spawned such juggernauts
as Meta and Google. Yet the
effectiveness of the adverts remains
something of a mystery.

“Adtech” businesses claim they have
the tools needed to measure the precise
impact of digital marketing. But they
too resemble black boxes to outsiders.

That has attracted the interest of
energised regulators in Washington.

On Monday, Lina Khan’s Federal
Trade Commission announced an
enforcement action against Idaho-
based Kochava. The FTC alleged that
“data sold by Kochava, may be used to
track consumers to sensitive locations”,
including medical facilities and houses
of worship. The company denies it does
anything improper with geolocation
data it collates. It says customers can
always opt out of tracking.

The technology industry has tried to
erect its own guardrails. Apple made
privacy-related changes to its iOS
operating system, hammering revenue
at the likes of Meta and Snap.

But data is becoming richer and
analytical abilities more powerful. It
must therefore fall to lawmakers and
regulatory oversight to create rules
that prevent abuse.

Kochava's customers include the
likes of Uber, Disney and McDonald’s,
according to its website. It also
highlights investment institutions,
which are using alternative sources of
data to gain an edge. Days before the
FTC action, Kochava said it had
strengthened protections to keep data
about user visits to healthcare facilities
obscured. It has also sued the FTC to
block the enforcement action.

An adtech crackdown will not only
curb the growth of specialist start-ups.
Marketers have convinced themselves
and their investors that finite budgets
should include spending on adtech
services. The richest data that justifies
that case may now be drifting beyond
their grasp. They may in future have to
revert to shots in the dark in deciding
where and when to advertise.
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1 Ursus arctos with fails bitten off sfart
o forment cow (8)
5 Arm militant OAP in overcrowded city
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10 Italian city diary kept by an aristo in
_ refirement (7)
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T Managea at 1east a aozen aeliveries
= = and a wicket (7
EENE JEEEEEEEEE
13 Part of shower in a hotel's broken (9)
. . . . . 14 Band info R'B lacks Abba
theatricality (5,7)

18 Tool for cutting and polishing fish skin
in Germany (5,7)

21 American inferdisciplinary degree
resit rejected, for starters (9)

23 Hearts 0-1St Mirren (star given red
card, heavy fackle) (5)

241 sit around, nibbling odd bifs of brill
In a Georgian city (7)

25 A type of cabbage stuffed with the
Spanish sausage

26 Daughter left stick oufside, which is
wicked (6) D) -

27 Maybe Rudolph was king in this place, ( ] l ‘L[L ‘j()
It's commonly rumoured (8) 3

AR ENCLUSIVE e e iyl

1 Auntie saves old article on Vermont's
last wild feline (6)

2 Old island salt knocked over tin of
lubricant (&)

3 Top-of-the-table game is something
of little significance (9)

&1 hit Chas — a great novel writer (6,8)

6 50-50 chance of the next clue having

JOTTER PAD singular ending? (5)

7 Visiting MP Astor, a Lady from the
countryside (8)

8 Bash we held in the capital (3,5)

9 A washed-up individual, dodgy
neocon Boris s infiltrated by Russia

B8
Solution 17186 15 He couldn't hear buzzer on time on
hot stove (9)
DNHEREEENE HEEE 16 Rocky, small area surrounded by sea
B EH OO G ®

17 African, beginning fo experience pain,
ain't going to work (8)

19 Field sports guide that is supporting
good and bad (&)

20 Plucky horse tears maniacally around
yard (6)

22 Hearing test? (5)
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