2022/9/7 20:54

All pages from Financial Times (Asia), Wednesday, September 7, 2022

FINANCIAL TIMES

WEDNESDAY 7 SEPTEMBER 2022

INTERNATIONAL NEWSPAPER OF THE YEAR

ASIA

NAN GANESH, PAGE 17

Truth hurts: why Bide

@ Cost of living package leads agenda e Pledge to spearhead growth @ Push for ‘aspiration nation’

Truss assumes office with vow to
steer Britain out of energy storm

GEORGE PARKER, SEBASTIAN PAYNE AND
JASMINE CAMERON-CHILESHE — LONDON
Liz Truss vowed that Britain would
“ride out the storm”, as the new prime
minister began confronting an eco-
nomic crisis with a package of energy
support for families and businesses.

Truss dodged torrential downpours
outside Downing Street to tell the coun-
try that she would create an “aspiration
nation”, adding: “As strong as the storm
may be, 1 know that the British people
are stronger.”

Wwithin minutes of entering Number
10, Truss set about forming a cabinet

finalising an energy relief package
that could cost more than £100bn and
will set the tone for her premiership.

Earlier, Truss met Queen Elizabeth at
Balmoral, Scotland, to formalise the
transfer of power from Boris Johnson.

Truss, in front of supporters in Down-
ing Street, said she would take action
“this week” to “deal with energy bills
and secure this country’s energy sup-
ply”. She also vowed to pursue growth-
related policies, including cuts to per-
sonal and business taxes, and toaddress
the National Health Service crisis.

Sterling has fallen 8 per cent against
the dollar over the past three months,
reflecting concerns about the UK econ-
omy and broad strength in the US cur-
rency. The pound fell earlier this week
to as low as $1.1444, just above the
trough during the 2020 coronavirus cri-
sis and alevel where it has not regularly
traded since the mid-1980s. UK sover-
eign bonds have also sustained intense
selling, with the government’s 10-year
borrowing costs in the gilt market surg-
ing to 3.1 per cent yesterday from about
1per centatthe start of the year.

Overall, UK government and corpo-
rate bonds have fallen about 16 per cent
in 2022, the steepest drop in at least 22
years, according the Bloomberg Global
Aggregate index.

Truss was due to appoint anumber of
supporters to fill top cabinet posts, but
her first major act as prime minister will
be to oversee a massive debt-funded
state intervention in the energy market.

The self-proclaimed small-state Con-
servative is drawing up plans for a two-

Liz Truss outside 10 Downing Street, after being appointed prime minister

by Queen Elizabeth — asran Denisarpyia Getty images
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year energy relief package that could
cost more than £100bn. The measures
are intended to shield households and
business from soaring bills

Truss intends to cap household
energy bills at about £2,500, compared
to the current cap of £1,971, with the
estimated cost of about £90bn funded
through government borrowing. The
cap had previously been scheduled to
leap to £3,549 next month with a pro-
jectedincrease to above £6,000in2023.

Consumers will receive a previously
announced one-off payment of £400 to
help offsetrises.

A separate energy package to stop
businesses going to the wall will add tens
of billions to the total, with the taxpayer
exposed to the risk of much bigger costs
ifwholesale gas prices remain high.

Truss will link the energy package,
expected to be announced this week, to
long-term market reforms and a com-
mitment to raise oil and gas production.

Earlier Boris Johnson made a defiant
farewell speech, claiming he had deliv-
ered Brexit, a successful Covid-19 vac-
cine rollout and infrastructure projects
— although fewhave been built.

The outgoing prime minister also
dropped a classical hint that he might
yet make a comeback. “Like Cincinna-
tus, I am returning to my plough and
‘will be offering this government nothing
but the most fervent support,” he said.

» BlackRock tech crackdown
on multiple board roles

The investment group has clamped
«down on US technology industry
directors who sit on too many
boards, as chief executive Larry
Fink intensifies scrutiny of
COrporate gOVernance.— PAGE 5

» Global distrust in Big Four
A 138-country study has found that
‘most tax officials believe the big
accounting firms try to exploit
loopholes in laws to help clients at
least some of the time.— pacE 6

» UN urges nuclear safe zone
The UN watchdog has called fora
cordon at the Zaporizhzhia power
station in Ukraine, as it detailed
«damage found during a visit to the
plant occupied by Russia.— PAGE 2

» California blackout alert

A blistering heatwave has put
record strain on the electricity grid,
with residents urged to turn up
thermostats and turn off appliances
to avoid blackouts.— PaGE &

» VW defends Porsche listing
The German carmaker has sought
to reassure investors on the timing
and structure of the IPO unweiled
oon Monday, which will float only a
small portion of shares.— pace 5

» Equinor backs taxes

Chief executive Anders Opedal has
said that higher taxation of energy
companies is justified if it gives
governments the means to ease
costs for consumers.— pace s
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the UK fell off a cliff after 2013, from 13mn
per year o fewer than 100,000 as a new
scheme limited the numbers of households
that were eligible
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have husband re-elected
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Bank of Japan’s low interest rate habit
drives yen to 24-year low against dollar

LEO LEWIS — TOKYOQ

The yen plunged to its lowest level
against the dollar since August 1998

yas hedge funds in’ peand
the US resumed bets that the Bank of
Japan’s ultra-loose monetary policy
would continue.

Japan’s currency dropped as much as
1.7 per cent to alow of ¥142.97 against
the dollar in a ferocious sell-off that

ices sector had picked up unexpectedly
in August. The data prompted ajump in
US and European bond yields as traders
‘et the Federal Reserve would continue
this month with bigrate rises.

‘Wall Street banks have also said they
expect the European Central Bank tolift
interest rates this week by the most
since 1999, something that could place
Imore pressure on Japan’s Currency.

The BoJ, unlike its counterparts, is

the yen’s decline, helping drive itslong
descent since March, began to reduce
those positions on concerns that the ris-
ingrisk of recession would cause central
‘banks to turn more dovish. However,
the Fed signalled last month the US rate
cycle was not finished and this appears
to have revived the flow of speculative
‘money into the “short yen” bet.
JPMorgan analyst Benjamin Shatil
said there were no trading barriers for
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EU plans windfall tax over ‘astronomic’ bills

Energy companies’ record
profits targeted to help
vulnerable households

SAM FLEMING AND ALICE HANCOCK
BRUSSELS

The EU is pushing for national windfall
taxes on energy companies’ inflated
earnings to counter what European
Commission president Ursula von der
Leyen described as “astronomic” elec-
tricity bills.

The planned levies, which will be dis-
cussed by EU energy ministers on Fri-
day, would target both fossil fuel pro-
ducers and low-carbon power genera-
tors that have reaped windfall profits
thanks to artificially inflated electricity

prices, according to people familiar with
the plan. They would seek to funnel pro-
ceeds to vulnerable and

amended to speed through decisions
andthatBrusselswas'a]kmgmguvem—

ments tateaid

households.

‘Wholesale electricity prices have sky-
rocketed because they arelinked to the
price of gas, whether or not the electric
power is produced with gas or other
means. Gas prices are about 10 times
higher than ayear ago.

Von der Leyen said in prepared
remarks that the national levies would
come alongside measures to reduce
electricity use by shifting demand away
from peak periods. Brussels would also
work with member states to ensure
electricity producers had sufficient
liquidity, she said.

Officials said the commission’s tem-
porary state aid framework could be

A number of EU utilities are looking
‘to governments to help them raise col-
lateral as the volatility of energy prices

“This is a cynical game by
Putin and for us a test of
unity and solidarity’

Ursula von der Leyen

increases. The commission plans come
alongside proposals for a price cap on
Russian pipeline gas to limit President
‘Vladimir Putin’s profits from his “atro-
cious war against Ukraine”, according to
von der Leyen’sremarks.

Russia said on Monday state-owned
gas supplier Gazprom would cut sup-
plies via the Nord Stream 1 pipeline
until western sanctions were lifted.
“This is a cynical game by Putin and for
us a test of unity and solidarity,” von der
Leyensaid.

The commission plan seeks to reduce
electricity consumption during peak
times with measures that include shift-
ing industrial processes to low-usage
times such as weekends and nights. This
would come on top of a voluntary
scheme to curb gas demand by 15 per
cent, which member states have agreed
to. The national windfall taxes would be
applied to the profits racked up by low-
carbon energy producers such as wind
farms and nuclear power stations.

Alongside this would be national lev-

ies on oil and gas producers that have
‘been enjoying record profits.

Von der Leyen called for the EU to
help utilities that were grappling with
the “volatility of the market manipu-
lated by Putin”, adding that Brussels
‘would work closely with member states
toensure liquidity in the sector.

Kristian Ruby, secretary-general of
Eurelectric, the trade body for the Euro-
pean electricity industry, said regula-
tors needed “to extend the list of assets
that would eligible as collateral” to
assets other than cash and extend credit
lines to companies in crisis.

Additional reporting by Javier Espinoza in
Brussels

See FT Big Read
Anjana Ahuja see The FT View page
Martin Wolf see Opinion
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Far-right Meloni on cusp of power in Italy

Tough-talking firebrand made
her name the hard way but

has had to change her tone

AMY KAZMIN AND GIULIANA RICOZZI
ROME

Rome’s blue-collar Garbatella district
was founded in 1920 for industrial
workers, then expa.nded to huuse

di Benito. i’s
demolition of their homestoremalke the
ancient city centre. The district has
been abastion of the hard left ever since.

It was here in 1992 that Giorgia Mel-
oni, then 15, became an activist for the
Youth Front of the Italian Social Move-
ment, founded after the 1939-45 war by
followers of the fascist dictator.

she entered a world of rivalry
between leftwing and rightwing stu-
dents that at times erupted into brawls.

“she had the courage of a lion and
would not let the microphone be
snatched out of her hand,” said Marco
Marsilio, a friend who met her the day
she joined the party. “The violence and
assaults did not scare her. They became
one morereason to stand up.”

Meloni, 45, now aims to become
Italy’s first female prime minister,
buoyed by disenchanted voters willing
to bet on a tough-talking firebrand with
limited administrative experience.

When Italians vote on September 25,
Meloni’s 10-year-old Broth fItaly is

expected to emerge as the largest party
in parliament, propelling its rightwing
coalition, which includes Matteo sal-
vini’s League and Silvio Berlusconi’s
ForzaItalia, to a comfortable majority.

Yet on the cusp of power, Meloni is
still dogged by concerns about her
youthful far-right activism and what
she stands for now as crises surrounding
energy, the cost of living and Rome's
debi: i litical deb:

Appeal of the
unknown:
Giorgia Meloni,
in Rome last

month, kept her

party outside
Mario Draghi’s
recently

Meloni contends that Italian conserv-
atives “handed fascism over to history”
decades ago, and assertions that she was
athreat to democracy and international

stability leftistslander.
“We can no longer allow the image of

Italian conservatives, a bastion of free-

dom and defence of western values. to

conti be defiled;

P
Rivals say she is a dangerous, polaris-
ing extremist whowill roll back civil lib-
erties, embolden the radical right and
sour relations with Brussels while ally-
ing Italy with Eurosceptic and national-
ist powers such as Viktor Orban’s Fidesz
in Hungary. The emergence of footage
in which a teenage Meloni praises Mus-
solini added to those concerns. “Every-
thing he did, he did for Italy and there
have been no politicians like him for 50
years,” she told a French news crew.

llapsed unity
government
Yara NardReters

‘Whatis mdlsputable is that Meloni’s
public persona, hard work and novelty
value have turned Brothers of Italy from
aparty that took 4.3 per cent of the vote
in 2018 parliamentary elections to one
now favoured by about a quarter of the
electorate. Meloni also kept her party
outside Mario Draghi’s recently col-
lapsed unity government, allowing
it lise the it

Lorenzo Pregliasco, founding partnerof < 2
YouTrend, a polling agency. “It’s not so Everyth'm'g
much of an ideological appeal. 1ts the [ Mussolini]
appeal nf ‘the unknown, the outsider — g 5
‘who didn’t rule the country did, hedid
and sostill hassome credibility” for Italy and
Meloni was born in an affluent area of
Rome but after her accountant father there have
bandoned the family, her mother been no
moved with her two young daughters to oo
Garbatella, where Meloni’s grandfather pOl ltlfl L
had agovernment flat through hisjobin  like him for
the naval ministry. 50 years'

In her autobiography I Am Giorgia,
Meloni said she was inspired to join the
Youth Front after the 1992 murder of
Paolo Borsellino, the anti-mafia judge,
and the implosion of Italy’s posrwar
establish in the T

“she lpfbears to marnryvmers as being
the only leader left to be tested,” said

corruption scandal that embroiled
thousands of politicians and officials.

Teenage
Giorgia Meloni

Long shunned by voters and main-
stream parties, the [talian Social Move-
ment was relatively unscathed by the
scandal. Its leaders sought to distance it
from its fascist origins, dissolving the
party to create the arch-conservative
National Alliance, which joined Berlus-
coni’sruling coalitionin 1994.

Meloni was elected to parliament in
2006 and two years later, aged 31, was.
appointed by Berlusconi to run the
youth portfolio, becoming the youngest
ministerin Italian history.

‘When the tycoon’s coalition collapsed
in 2011, Meloni teamed up with two
older politicians, including Forza Italia’s
Guido Crosetto, then under-secretary of
defence, to create Brothers of Ttaly as a
new pole for Italian conservatism.

Today, Meloni rails at what she sees as
threats to national sovereignty and tra-
ditional values. Recent targets include
“woke ideology destroying the founda-
tions of the natural family” and illegal
immigrants “undercutting the salaries
of our own workers and in many
instances engaging in crimes”.

She is president of the European Con-
servatives and Reformists party, allied
with Spain’s Vox and Poland’s Law and
Justice in the European Parliament.

She has changed her tone on some
issues. In 2019, she declared Brussels

Safety level at
Ukrainian
reactor not

sustainable,
warns [AEA

ROMAN OLEARCHYK AND JOHN PAUL
RATHBONE — KYIV

The UN’s nuclear watchdog has called
for a security and safety zone around
the Zaporizhzhia atomic power sta-
tion, as it detailed extensive damage its
inspectors found during their visit to
the plant occupied by Russian forces.

The International Atomic Energy
Agency said yesterday it was “gravely
concerned” about the situation at the
facility, which has been shelled and
fought over since it was taken early in
ion, callingit “not i

“There is an urgent need for mberlm
measures to prevent a nuclear accident
arising from physical damage caused by
military means,” it said in a report.
“Thiscan be achieved by the immediate
establishment of a nuclear safety and
security protection zone.”

But the document, written by IAEA
experts who visited Zaporizhzhia last
week, stopped short of apportioning
blame for the damage. Ukraine and Rus-
siablame each other.

The warning came as Petro Kotin,
head of the Ukrainian company that
operates Europe’s biggest nuclear facil-
ity, warned that on a scale of one to 10,
the danger level was “between seven
and eight, but that is optimistic and any-
thing could happen at any time”.

“Inone minute, we could be at 10,” he

said.

shelling continued around the facility
yesterday, a day after it was cut off the
Ukrainian grid, leaving it relying on its
own power torun safety systems.

Although the reactors are designed to
withstand the impact of an aircraft, the
fighting has risked the operation of its
water cooling systems. “This situation
could bring us to nuclear catastrophe,”
Kotin said.

The report noted how the IAEA mis-
sion had “witnessed shelling in the
vicinity of the [plant] . . . in particular
on September 3 when the team was
instructed to evacuate” to the ground
floor of abuilding.

They “observed damage at different
locations caused by reported events
with some of the damage being close to
the reactor buildings”, mcludmg stores

‘was engineering an “anti-d atic
drift”. Tts bureaucrats were agents of
“nihilistic global elites driven by inter-
national finance”. But with Italy the
intended beneficiary of €200bn in EU
coronavirus recovery funds, Meloni has
expressed staunch support for Ukraine
and a wider role inNato.

Meloni is said to be searching for
experienced technocrats to run key
ministries and navigate economic and
strategic challenges. “She will have to
create the strongest and most credible
government Italy has ever had if she
‘wants to govern,” Crosetto said.

For allits disappointment at the early
collapse of Draghi’s government, the
‘business community is betting that Mel-
oni will want to prove she can deliver
economically, lest she fall from favour,
as other populists have before her.

“She will have to govern a complex
country like Italy at a complex
moment,” said Emma Marcegaglia,
former president of business assucll—
tion Confindustria. “she

for fresh fuel and radi

Zaporizhzhia, near the southern
Ukrainian town of Energodar, is run by
lum] staff overseen by Russian troops

Russian state-

owmd nuclear company Rosatom.

Kotin said the cooling system was
being powered by a back-up turbine
that should run for only two hours but
had been goingall day. Another back-up
system of diesel generators had enough
fresh fuel for only 10 days. Supplying
them with fresh fuel to keep the pumps
going was “very difficult as they require
200 tonnes of diesel a day” and “there
are no logistics for that”, he said. The
IAEA reportnoted similar concerns.

1f the coolers stopped, Kotin added,
the reactor would melt down in “about
90 minutes”, risking an event similar to
the2011 Fukushima disaster in Japan.

He said shelling of the plant began
about a month ago, soon after its
Russian occupiers presented a detailed
10 page plan to the plant’s managers to
it from the Ukrainian grid

the difficulty of this moment, and that
thisisher big chance”

and feed its power instead to Russian-
occupied Crimea.
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FELICIA SCHWARTZ — WASHINGTON

CHRISTIAN DAVIES — SEQUL

asrelatively unreliable providers of mil-
itary equipment. US officials said some

Russia frockets
and arullery shells from North Korea
to re-energise its offensive in Ukraine,
aocﬂrdmg to recently declassified US
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western begin
‘to choke Moscow’s supply of weapons.

The Russian ministry of defence is “in

e T

of the di by Russia from
Tran had had mechanical failures.

Those officials pointed to Russia’s
decision to purchase weapons from the
two countries as evidence that export
controls and ions are

theworld’s top arms manufacturers but
it relies on components imported from

other countriesin order to build them.
Russia’s military purchases from
North Korea were first reported by The
New York Times. Washington believes
Russla could try to purchase more
from North Korea as the war

hindering Moscow’s ability to meet its
weapons supply needs. Russia is one of

grindson.

Pavel Luzin, an independent Russian

Russia to buy millions of rockets and shells from North Korea

military analyst, has estimated that if
the war continues at its current level of
intensity, Russia will face a “tangible
shell shortage” by the end of 2022 and
will have to reduce artillery use to save
munitions. Russia’s purchases from
North Korea might hamper global
efforts to enforce existing UN sanctions
on Pyongyang, analysts said.

“Russia’s import of weapons from

P T T

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F 07 &ts=20220906195320&uq=20220804103507

2/20



2022/9/7 20:54

‘Tek: (852) 5803 3388, subseasia@ftcom

sing
Tek (852) 2868 2863 asiaads@ft.com,
www ftasianet

Letters fo the edifor
letters.editor@ftcom

published by
The Financial Times (HKO) Limifed,

&th Floor, Nan Fung Tower, 88 Connaught Road
Central, Hong Kong

Asia Editor: Robin Harding

Printed by

Australla: Spotpress Pty Ltd, 24-26 Lillian Fowler
Place, Marrickville, NSW 2204

Heng Kong: Kin Ming Printing Co Ltd,

15/F BLK A, 18 Ka Yip Strect, Ming Pao Industrial
Centre, Chai Wan; Reprasentative; Angela Mackay;
ISSN 1025-918X

Wednesday 7 September 2022

South Koraa: Mael Business Newspaper, 50-1, -G,
Pil-Dong, Jung-Ku, Seoul, 100728
Singapores SPH Media Limited, 2 Jurang Port Road,

10088
Representative, Anjali Mahindroo

© Copyright The Financial Times Limited 2022
Al rights reserved.

Reproduction of the contents of this newspaper
in any manner is not permitted without the
publisher's prior consent ‘Financial Times’and
FT are registered trade marks of The Financial
Times Limited.

The Financial Times and its journalism are subject fo
a self-regulation regime under the FT Editorial Code
of Practice: wwwft.com/editorialcode

Reprints are available of any FT article with your
company logo or contact dtails inserted if required
Cminimum order 100 copies). One-off copyright
licences for reproduction of FT articles are also
available.

For both services phone +44 20 7873 4816,

or alternatively, email syndication@ftcom

WIT PrULEss UL pu ey s vr
rockets and artillery shells from North
Korea for use on the battlefield in
Ukraine”, a US official said, citing intelli-
gence recently cleared for public dis-
semination.

“This purchase indicates that the Rus-
sian military continues to suffer from
severe supply shortages in Ukraine, due
in part to export controls and sanc-
tions,” the official added.

Moscow’s military dealings with
North Korea come after recent disclo-
sures that it is also relying on another
pariah nation, Iran, to supply its war in
Ukraine. Russia received its first ship-
ment of Iranian combat drones last
‘week and is likely to receive more, US
officials said.

Iran and North Korea are widely seen
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tion of UN sanctions, which seriously
jeopardises the integrity of the sanc-
tions regime,” said Aaron Arnold, a
counter-proliferation expert who has
served in the US government and on a
UN panel monitoring North Korean
sanctions violations.

“Why should other member states,
for example, implement UN sanctions if
Russia, a permanent member of the
Security Council, fails to do s?” Arnold
added. “Russia’s actions will also likely
hamstring the ability of the UN sanc-
tions committee to conduct its work, as
Russia will use its veto to block any

m response.”
Additional reporting by Max Seddon in

SeelLex
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New UK leader
on collision

course with
central bank

Generous energy subsidies to help
households risk clash over policy

CHRIS GILES — LONDON

Britain’s new prime minister is setting
up a policy clash with the Bank of Eng-
land that economists think will lead toa
jump in interestrates before Christmas.
Liz Truss’s plans for generous energy
subsidies will boost the economy, lower-
ing measured inflation and helping
household: 2 . 5

i their spend
levels, but this is likely to force the cen-
tral bank to raise rates faster to keep

Alarge fiscal stimulus would moder-
ate the chances of recession, Monks
added, but that “would likely leave the
economy and labour market more resil-
ient than the BoE expected in August,
and place a greater burden on the bank
to bring inflation down by taking rates
higher”. He said monetary and fiscal
policy were likely to “collide”.

Ina tough speech on Monday, Cather-
ine Mann, an external members of the
MPC, said interest rate rises needed to

inflation under control. be “fast and forceful” in order to show
Financial marketsare bettingthecen-  the BoE was serious about meeting its Trade rules Liz Truss is o pull back from an early to “muddle through” to buy time and Top job: Queen Searle predicted “the MPC will react
tral bank’s official interest rate willrise  inflation target. That was better, she Truss to step confrontation with the EU over post- open the door for talks to try to end Elizabeth I1 with growing degrees of aggression to
from the currentlevel of 1.75 percentto  said, than relying on economic weak- back from Brexit trading rules with Northern the bitter stand-off. greets new further fiscal easing”.
over 3 per cent in D inajump nessal ingi iond Ireland, with Brussels and Dublin One ally of Truss said: “'d be British prime Jonathan Portes, professor of eco-
designed to shock households and com- Writing in the Financial Times this equy tussle hoping for a narrow “opporfunity” to surprised if we go down the Arficle 16 minister nomics at King's College London,
panies. week, Kwasi Kwarteng, set to become with EU reset relations with the new prime route, although we're not ruling Liz Truss at believes this conflict is inevitable.
There are three Monetary Policy finance minister, said that “co-ordina- minister. anything out” 1| 1 Castle Tr ics means more borrow-
Committee meetings before Christmas,  tion across monetary policy and fiscal Truss’s allies say the new premier Truss is committed fo passing in Scotland ing,” he said, cautioning that while
the first on September 15. Allan Monks,  policy is crucial”. But economists think will not activate the emergency Article | legislation to rewrite the Northern yesterday — sze increasing government debt was not a
i Barlow/AFPIGery Images

UK economist at JPMorgan, said: “It
looks increasingly likely that the BoE
will deliver a 0.75 percentage point rate
hike nextweek.”

Allies of Truss have indicated she will
announce a plan to address soaring
energy costs tomorrow based around a
freezein bills at a level of £2,500 a year,
which is larger than economists had
expected. The BoE did not factor any
new support intoits August forecasts.

Freezing energy bills would stop infla-
tion rising far above the 10.1 per cent
level it reached in July, but the BoE
thinks the economy needs to go into
recessionto bring it down sustainably.

this will be almost impaossible to achieve
if the government is seeking to boost
spending while the BoE is trying to
dampdemand.

James Searle, European interest rate
strategist at Citi, warned that “fiscal and
monetary policy in the UK are now set
to pullin different directions”.

He added the developments were
“concerning” because Treasury policy
would contradict that of the central
bank and “it also suggests a fundamen-
tal incongruity in the analytical frame-
workused by the central bank and fiscal

authority”.
With the BoE having the final word,

16 override provisions in the Northern
Ireland protacol in the coming weeks,

the so-called “grace periods” which
‘the EU and UK agreed in 2020 to allow
lighter touch controls on trade
between Great Brifain and Northern
Ireland are due fo expire on
September 15.

But EU officials now expect Truss fo
requesf an extension to the grace
periods and with both sides agreeing

Ireland Protacol, part of Boris
Johnson's Brexit deal, a move which

.amove EU diplomats say would have EU diplomats have equated to
been seen as “a provocative aci™. “putting a loaded gun on the table”.

The new prime minister’s feam had Talks have been on hold since
considered using Arficle 16 because February.

Ireland’s prime minister, Micheal
Martin, said Truss’s election opened an
“opportunity” to reset relations.

“1 hope we can use the period ahead
‘o prioritise EU-UK engagement,” he
said in a statement.

George Parker and Peter Foster in
London, Jude Webber in Dublin and
Andy Bounds in Brussels

problem for the BoE when interest rates
were stuck close to zero, that did not
apply now. “UK interest rates are well
off their floor and are headed up. Infla-
tion, of course, is running at about 10
percent,” headded.

Truss, meanwhile, has become less
aggressive towards the BoE as she has

come closer to power.
InJuly, she wanted to review the BoE's
date and called for mini e

thebank “a very clear direction of travel
onmonetary policy”. But this week, she
has pledged her support for the bank’s
independence, saying “it is the Bank of
England’s job to bring inflation down”.

Legal Notices

IN THE HIGH COURT OF JUSTICE
BUSINESS AND PROPERTY
COURTS OF ENGLAND AND WALES

CR-2021-002127

INSOLVENCY AND COMPANIES COURT (ChD)

IN THE MATTER OF
REASSURE LIFE LIMITED

and

IN THE MATTER OF

PHOENIX LIFE LIMITED

and

IN THE MATTER OF

PHOENIX LIFE ASSURANCE EUROPE DESIGNATED ACTIVITY COMPANY

and

IN THE MATTER OF

THE FINANCIAL SERVICES AND MARKETS ACT 2000

NOTICE

NOTICE IS HEREBY GIVEN that, on
10 June 2022, ReAssure Life Limited
(“ReAssure Life") and Phoenix Life
Limited (“Phoenix Life” and together
with ReAssure Life, the “Transferors”)
and Phoenix Life Assurance Europe
Designated Activity Company ("PLAE")
made an application (the “Application”)
to the High Court of Justice, Business
and Property Courts of England and
Wales, Insolvency and Companies Court
in London (the “High Court”) pursuant
ta sactinn 107(1) of tha Financial Sarviras

the Irish High Court is needed, and the
Capitalisation Requirement (as defined
in the Scheme) must be satisfied before
the proposed transfer proceeds.
Policies transferring under the Scheme
and the Irish Scheme may have been
issued under brands that have been
acquired by the Transferors over time.
Previous brand names associated with
the Transferors are as follows:
* ReAssure Life: The Transferring
Business of ReAssure Life includes

section 109 of FSMA and the Irish
Scheme in accordance with section
13(3)b) of the 1909 Act (the “IP
Report”), by the Independent Person,
Philip Simpson of Milliman LLP, whose
appointment has been approved by
the Prudential Regulation Authority, in
consultation with the Financial Conduct
Authority and has also been notified to
the Central Bank of Ireland;

* copies of the Scheme and the Irish
Scheme; and

*a copy of the communication pack
that will be mailed to the transferring
policyholders  {which  contains a
summary of the terms of the Scheme
and the Irish Scheme (as applicable), a
summary of the IP Report, a question
and answer booklet about the Scheme
and the Irish Scheme (as applicable),
and a leaflet containing information
specific to with-profits policies).

The above documents can also be

downloaded from the Transferors’ and

PLAE'’s respective websites:

* Phoenix Life:
www.phoenixlife.co.uk/transfer22;

* Phoenix Ireland
www.phoenixireland.com/transfer22;

* ReAssure Life:
www.reassure.co,uk/transfer22; and

= PLAE:
www.PLAE.thephoenixgroup.com.

Supporting documents and any further

news about the Scheme and the Irish

o o

PR bntaan

Any person who claims that they may
be adversely affected by the carrying
out of the transfer under the Scheme
has a right to attend the hearing and
express their views either in person or
by nominating a representative. To the
extent any such representative is not a
legal representative, the permission of
the High Court will be required for them
to speak on your behalf,
Any person who claims that they may be
adversely affected by the Scheme but
does not intend to attend the hearing
may make representations about the
Scheme by (a) telephone, (b) via an
online form which can be found via the
website detailed below, or in writing
to the Transferors or (c) in writing to
the solicitors named below, using the
contact details set out below.

Any person who intends to appear at

the hearing or make representations

by telephone or in writing is requested

(but is not obliged) to notify his or her

objections as soon as possible and

preferably at least five days before the
hearing of the Application on 18 October

2022 to the Transferors or to the solicitors

named below using the contact details

set out below.

I you took out a policy in Ireland:

+ Documents specifically in relation to
the Irish Scheme: These documents
will be made available to you as part
of your mailing pack and through
Phoenix Life's Irish branch website at

England and Wales. We will also share
any objections relating to Irish policies
with the High Court of Ireland.

If the Scheme and the Irish Scheme are
sanctioned by the relevant court, it will
result in the transfer to PLAE of all the
contracts, property, assets, and liabilities
relating to the Transferring Business (in
accordance with the Scheme and the
Irish Scheme); notwithstanding that a
person would otherwise be entitled to
terminate, modify, acquire, or claim an
interest or right or to treat an interest
or right as terminated or modified in
respect thereof, Any such right will only
be enforceable to the extent reflected
in the Orders of the High Court and the
Irish High Court.

Transferor and PLAE contact
information:

Helpline numbers:

English language:

Phoenix Life: 1800 856 077

(or +44 (0) 1952 522 053 from overseas)
Phoenix Ireland: 1800 856 078

(or +44 (0) 1952 523 512 from overseas)
German language: 0800 724 0450

(or +44 (0) 1952 524 470 from overseas)
Swedish language: 0200 880 017

(or +44 (0) 1952 623 510 from overseas)
Norwegian language: 2315 9800

(or +44 (0) 1952 624 472 from overseas)
The above helplines will be open from

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F 07 &ts=20220906195320&uq=20220804103507

3/20



2022/9/7 20:54

and Markets Act ZOOD 1as amended)
(“FSMA") for an Order under section
111 of FSMA sanctioning an insurance
business transfer scheme for the transfer
to PLAE of certain insurance business
written by the Transferors and related
assets and liabilities (the “Transferring
Business") in accordance with the Order
and without any further act or instrument
(the "Scheme”).

Phoenix Life and PLAE will also make
an application (the “Irish Application”)
to the High Court of Ireland (the “Irish
High Court”) pursuant to the Assurance
Companies Act 1909 (as amended) (the
“1909 Act”), the Insurance Act 1989
(as amended) and the European Union
(Insurance and Reinsurance Regulations
2015 (as amended) for an Order under
section 13 of the 1909 Act sanctioning
an insurance business transfer scheme
for the transfer of the insurance business
of Phoenix Life's Irish branch to PLAE
(the “Irish Scheme”).

The approval of both the High Court and

All pages from Financial Times (Asia), Wednesday, September 7, 2022

policies which were branded Skandia
Life Assurance Company Limited and
Old Mutual Wealth Life Assurance
Limited.

* Phoenix Life: The Transferring
Business of Phoenix Life includes
policies which may have been branded
Britannia Life Limited, Life Association
of Scotland Limited, Alba Life Limited,
Sun Alliance and London Assurance
Company Limited, Royal & Sun Alliance
Life & Pensions Limited, Phoenix &
London Assurance Limited, Phoenix
Life and Pensions Limited, Swiss Life
(UK) ple, Blackburn Assurance Limited,
Pioneer Mutual Insurance Company
Limited, Stamford Mutual Insurance
Company Limited, Scottish Provident
Limited, Scottish Provident Institution
and Scottish Mutual Assurance Limited
as well as Phoenix Life.

The following documents are available

free of charge:

* a copy of a report on the terms of the
Scheme prepared in accordance with

SUIBITIE WIll UE PUSIEU UII LIS WEUSILES
indicated above so you may wish to
check for updates. You can also request
free copies of any of the documents
listed above by writing to or telephoning
the Transferors using the contact details
below.

The Application is due to be heard on
18 October 2022 by a Judge of the
Chancery Division of the High Court at
the Rolls Building, Fetter Lane, London
EC4A 1NL. The Irish Application is due
to be heard before the Irish High Court
at the Four Courts, Inns Quay, Dublin 7
on 1 Nevember 2022, If both the High
Court and Irish High Court approve
the proposals and the Capitalisation
Requirement (as defined in the Scheme)
is satisfied, the Scheme and Irish Scheme
will both take effect at 00:01 Dublin time
and London time on 1 January 2023. If
this date changes, we will notify you by
placing a notice on the Transferors' and
PLAE's websites and will add a recorded
message to our helplines (see helpline
details below).

wwwi.phoenixireland.com/transter22,

+ Right to object: You have the right
to object both at the High Court in
London (as detailed above) in relation
to this Scheme and at the High Court
of Ireland (as detalled in the separate
notice of the Irish transfer process) in
relation to the Irish Scheme. You will
see the Irish Scheme notice being
published separately in due course.

* Right to attend and speak at the
Irish Scheme hearing: Your rights to
attend and speak at the Irish Scheme
hearing will be set out in the notice to
be published separately in relation to
the Irish Scheme.

K you have recently moved or
changed your contact details: please
contact the Transferors using the contact
details below in order to update your
records and, if your policy is part of
the Transferring Business, to receive
information regarding the transfer.

We will share all objections relating

to the Scheme with the High Court of

9am. to 5 p.m. (local time), Monday

to Friday (excluding UK public helidays
only).

Icelandic language helpline:

00 354 553 6688

The Icelandic language helpline will be
open from 10 a.m. to 4 p.m. (local time),
Monday to Friday {excluding local public
holidays only).

Postal address:

To the PLAE Transfer team at: PO Box
456, Windsor House, Ironmasters Way,
Telford, TF7 9GH, United Kingdom

To the Phoenix Life Iceland team at:
Phoenix Life Pj6nustudeild,
Tryggingamidlun (slands, Hldasméri 12,
201 Képavogur, lceland

Linklaters LLP

Postal address: One Silk Street, London,

EC2Y 8HO
Ref: L-307078

Solicitors for the Transferors and
PLAE
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US climate

California heatwave stirs blackout fears

Electricity grid comes
under strain as record
power use forecast

MYLES MCCORMICK — NEW YORK
CHRISTOPHER GRIMES — LOS ANGELES
AND JUSTIN JACOBS — HOUSTON

A blistering heatwave in California
is putting record strain on its electricity
grid, with power managers urging
residents to turn up thermostats and
turn off appliances to avoid rolling
blackouts.

The California Independent System
Operator, which co-ordinates the flow
of electricity across most of the state,
forecast power use of more than 51,000
megawatts at 5.30pm yesterday, alevel
that would surpass a previous high set in
2006. As of Monday, the agency had
identified “supply deficiencies” of up to
3,400MW at the peak hour.

The warning comes days into a heat-

wave that has baked much of the US
west. Temperatures were forecast to
reach above 110F (43C) in the interior of
the state yesterday, breaking records,
before gradually decreasing later in the
week, according to the National
Weather Service.

California has been able to avoid its
second set of rolling blackouts in two
years through conservation during the
early evening hours, when air condi-
tioning use surges and supply drops as
the setting sun reduces output from the
state’s vast solar power sector.

Caiso, the grid operator, said custom-
ers could curtail power use between
4pm and 9pm by adjusting thermostats,
turning off lights they do not need,
avoiding the use of appliances and
refraining from charging electric vehi-
cles. Utilities in adjacent states, such as
Berkshire Hathaway-owned NV Energy
in Nevada, have made similar requests.

“Over the last several days we have

seen a positive impact on lowering
demand because of everyone’s help, but
now we need a reduction in energy use
that is two or three times greater than
‘what we’ve seen so far as this historic
heatwave continues to intensify,” said
Elliot Mainzer, Caiso chief executive.

‘The situation shows how the increas-
ing frequency of extreme temperatures
is affecting even the richest parts of the
world. At $3.4tn in 2021, California’s
economy isthelargestinthe US and out-
strips those of countries including the
UK, India and France.

California is also at the forefront of a
transition to alower-carbon energy sys-
tem that leans heavily on electricity.
Last month it enacted rules to phase out
sales of new petrol-powered vehicles by
2035. The state legislature also passed a
law to extend the life of California’s last
nuclear plant, the 2,240MW Diablo
Canyon, as a steady source of zero-
carbon power.

GLOBAL INSIGHT

Michael
Stott

Chile’s rejection of
populism sets an
example for the world

opulism has cast a particularly long shadow in
Latin America. Crowd-pleasing orators pro-

Extreme heat last led to rolling black-
The heat outs in the state in August 2020 — the
‘was first time in 20 years — after the grid
as pushed to the brink by what officials
forecast to dubbed a “one in 30-year weather
reachabove  event.
110F (43C) Areport later blamed those blackouts
. on a combination of climate change,
inthe inadequate planning in the state’s tran-
interior of sition to intermittent wind and solar
power and issues in the energy trading
the state market.

- " Gavin Newsom, California governor,
yyEsirE r‘day, said that while the state had since
break_mg taken steps to address the p

including adding 4, 000MW " of supply
records tothe grd and =

newumplapeppenu;mcenthlmry
General Juan Domingo Perén spawned a

measures, this year’s crisis was exacer-
bated by drought conditions limiting
the availability of hydroelectric power,
aswellasthelength of the heatwave.
Last week he declared a state of emer-
gency in an effort to free up extra power
resourcesduring the heatwave.

Africa

Zambia seeks
$8bn reliefon
debts, says IMF

JOSEPH COTTERILL — JOHANNESBURG

Zambia is asking for more than $8bn of
relief on its debts to Chinese lenders,
private bondholders and other credi-
tors, according to an IMF analysis, in a
restrllctllrlngw‘ldely seen as a test of
Beijing’swi

loans it has extended to developmg
countries.

After securing an IMF bailout last week,
Zambia plans to reduce its debt pay-
ments by $8.4bn over the next three
years, according to a fund analysis that
was published yesterday. Further debt
adjustment waslikely later on, itadded.

President Hakainde Hichilema's gov-
ernment secured the $1.3bn IMF loan
two years after Zambia became the first
African country to default in the pan-
demic following what the fund called

“years of fiscal profligacy”.

The country’s debts quadrupled
between 2014 and 2019 amid a surge in
infrastructure borrowing under Edgar
Lungu, the former president, who lost
electionslast year to Hichilema.

Wwith Lusaka owing about $6bn of its
$17bn in external debt to Chinese lend-
ers, Chinais its biggest creditor. Beijing’s
handling of Zambia’s bailoutisseenasa
litmus test for how it deals with defaults
by other developing economies, such as
SriLankaand adesh.

The IMF offered the bailout after
bilateral creditors, including Chinese
lenders, agreed in principle to debt
relief. But Zambia must negmlate the
details of how torestr

Bangalore Floods submerge Indias Silicon Valley

Intense flooding has submerged parts
of Bangalore, India’s technology capital,
overwhelming multimillion-dollar
homes, wrecking slum housing and
cutting off transport links to offices.
The downpours in eastern areas of
the city in the south-western state of
Karnataka follow worse flooding across
Pakistan, which has killed at least
1,300 and damaged nearly 1mn homes.
Events in Bangalore highlighted the

which include $3bn of dollar eurobonds.

Zambia has to cut down the amount
that it spends on servicing debts from
nearly two-thirds of revenues to about
14 per cent in 2025, and it should main-
tain this ratio for most of the next dec-
ade, the IMF said.

Lusaka hopes to finish talks with offi-
cial lenders by the end of the year and
will then start talks with private credi-
tors. Zambia will ask creditors to agree
to either outright writed of debtor

of even relatively
prosperous cities in the region m
extreme weather, exposing
infrastructure deficiencies ina mty
known as India’s Silicon Valley.

Heavy rainfall this week turned a
critical ring road that connects the city
with nearby business parks into a river.
Local media reported power outages
and loss of water supplies in some
areas. One woman was reportedly
killed by electrocution.

to accept an extension of the term of

is India’s most important
centre for tech talent and hosts big

to a request for comment.

Basavaraj S Bommai, the state’s chief
‘minister, said the recent rainfall was
the worst in “90 years” and said local
authorities were working around the

eastward, encroaching on nearby lakes

global groups such as Microsoft, Cisco Blocked: Bharatiya Janata party, blamed “totally

and Visa. “This is the result of bad vehicles unplanned administration” of the

governance and corruption,” struggle to | previous Congress government for

Mohandas Pai, a former Infosys negotiatea | unchecked construction.

executive and chair of venture fund flooded Several gated communities were

Aarin Capital, said of the flooding. road in submerged, with residents evacuated
He said it was “a wake-up call forthe | Bangalore in tractors and inflatable boats.

city government and state that we have | yesterday Gaurav Munjal, chief executive of

to invest more in infrastructure” and Jagadeash NV education technology start-up

that officials of the state government ERRERE ‘Unacademy, tweeted a video of his

‘who had been negligent should be family and pet dog riding in a rescue

sacked. “The government has to show tractor. “Things are bad,” he wrote.

it cares.” Karnataka infrastructure “Please take care.”

officials did not immediately respond Residents said Bangalore had been a

victim of its own success, with
construction needed to cope with a
huge influx of migrants transforming a
city once famed for its lush greenery.
“There has been unmatched growth

clock to help those stranded. in this part of the country in the last 20
Bangalore usually experiences heavy years,” said Sanjay Swamy, a venture

rainfall at this time of year. But as the capitalist. “With that comesa

city has grown in the past 20 years, combination of greed and shortcuts

property developers have built taken to try to maximise that

opportunity at all levels, whether in the

in the 1940ss0 powerful it has domi-
nated Argentine politics ever since. More recently, Hugo
Chiévez’s “Bolivarian revolution” in Venezuela and Andrés
Manuel Lépez Obrador’s “Fourth Transformation” in
Mexico have seduced voters with promises that belied the
authoritarianism. of their respectiveleaders.

In this ing political land: Chile’s d
ina referendum 0nsundaym rejectan impossibly utopian
constitution stands out as a remarkable example of civic
maturity. This is a setback for leftwing president Gabriel
Boric, the former student protest leader who had staked
much political capital onthe now-rejected radical draft.

‘Voters were prom]sed the earth (the draft would have
granted ional rights to nature). Attractive-look-
Ingcar bounded S upbya
special assembly after ayear of sometimes raucous debate.

The draft constitution obliged the state not only to pro-
vide health, education and housing but also to ensure the
production of healthy food and the promotion of Chilean
national cuisine. Bizarrely, in a country where millions still
lack broadband internet services, it would have guaran-
teed aright to “digital disconnection”.

Yet Chileans saw through the utopian vision amid an
altogether more prosaic reality of nsmg ulﬂatlon aslow-
ing y and myriad Nearly
86 per cent turned out to vote, and almost 62 per cent of
them voted against the
new constitution.

Such electoral maturity
is unusual anywhere, let
alonein a middle-income
country. According to a
global study by two
American academics,
Zachary Elkins and Alex-
ander Hudson, voters
have approved 94 per cent of the 179 new constitutions put
tothem sincethe French Revolution of 1789

But Chil did not abandon a desi
tution, drawn up under Augusto Pinochet’s military dicta-
torship from 1973-90. Colombia’s leftwing president, Gus-
tavo Petro, tweeted after Sunday’s result that “Pinochet
has come back tolife”. He could not be more wrong.

“Some thresholds have been crossed and there is no
going back,” said Andrés Velasco, a Chilean ex-politician,
now dean of the School of Public Policy at the London
School of Economics. “There will be a new constitution.
The representation of women and ethnic minorities isnow
ensconced in politics, access to abortion will be broadened
and gay marriage will remain legal. On values and inclusiv-
ity, Chile has moved forward and this will not change.”

What is likely to come next is a fresh attempt to rewrite
the constitution. This will correct past mistakes by ensur-
ingdel toanew assembly are more rep-
resentative of a country that is broadly divided between
leftand right.

1t will still ensure that long-marginalised indigenous
communities have representation but ensure that this is
proportionate. It will not give single-issue activists an
unfairadvantage.

Out of that process will probably emerge a new charter
that gives stronger individual rights to Chileans and a
bigger role to the state in guaranteeing essential publlc
services. In short, hing more like a
welfare state and less like a Friedmanite free market It
will be an evolutionrather than arevolution.

That process promises to be peaceful and democratic.
‘Within hours of the referendum result, Chileans across
most of the political spectrum accepted the result as fair,
made conciliatory statements and began to build consen-
sus for a more moderate new charter. Even Boric accepted
theneed for adocument “that unitesus asa country”.

In their desire to reject populism and embrace consen-
sus, expressed peacefully and democratically, Chileans

Chileans saw
through the
utopian vision
amid a more
prosaic reality

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F 07 &ts=20220906195320&uq=20220804103507
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their loan repayments.
Analysts have said that Beijing is
likely to favour lengthening the time.

Indian outsourcing groups Infosys and
‘Tata Consultancy Services as well as
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and compromising drainage systems.
Bommai, who belongs to the ruling

(Chloe Cornish, Mumbai

| private sector or in the government.” ‘

have set anexample to the world.

michael.stott@ft.com

Bolsonaro’s camp focuses on

women and evangelicals while

election. Roséingela da Silva, the wife of
race frontrunner, former leader Luiz
lnacm Lula da Silva, is alsoi

Latin America. Campalgn trall

Wives of rivals in Brazil's presidential election take centre stage

Political analysts say her objective in
‘the campaign is to help reduce hls m]ec—
tionrat ng women, wh his

Lula’s embraces family values

BRYAN HARRIS AND MICHAEL POOLER
SAO PAULO

At campaign rallies for her p

“Campaigns were not always like
this,” said Vera Chaia, a professor of pol-
itics at the Pontifical Catholic University
of sdo Paulo. “Today the role of the
wives is becoming more prominent.” Of
Michelle he said “she usesa

husband, Michelle Bolsonaro paces the
stage, invokes the power of God and
embraces the crowd with hugs and

Jair Bolsonaroes 40-year-old third
wife has emerged as an asset in his re-

pastor’sstyle”.

Born in Brasilia, Michelle Bolsonaro
met her then lawmaker husband while
working as a secretary in Congress and
later joined his office. Although she
barely lppeared inhis 2018 presidential

Jecti ignashe pts to gal-
vanise evangelicals and appeal to
women. The president, who is lagging
behind in polls ahead of the first round
vote on October 2, was “the one chosen
by God”, she told a cheering crowd athis
campaign launch in Rio de Janeiro.
“This man has a pure heart, a clean
heart, in addition to being beautiful”
Michelle Bolsonaro is not the only
spouse to take an active role ahead of
what s expected to be a highly polarised

Wednesday 7 September 2022

Jail 1 regularly
invoked her father a bus driver from
the north-east of Brazil, to burnish his
credentials with voters from the popu-
lous and poor region.

This year, he has put her to the fore.
“The most important person at this
moment is not the president of the
republic. It is not the candidate for the
presidency. 1t is Mrs Michelle Bol-
sonaro,” he told supporters last month,
the firstlady byhis side.

overt machismo and his history of

language.

Among female voters, Bolsonaro
‘trails Lula by as many as 18 percentage
points, compared with a 15-point deficit
among all categories of voters, accord-
ing to a Datafolha poll.

Bolsonaro did little to dispel the per-
ception of sexism when he berated a
female journalist who posed a question
at a recent presidential debate. He also
insulted another candidate, Senator
Simone Tebet, who asked: “Why so
much anger towards women?”

Another goal is to consolidate Bol-
sonaro’s support among evangelical
voters, who account for about 30 per

L5k .
Michelle Bolsonaro with her husband at a rally last month siv quierdoie
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cent of the electorate. Although these
a1 A

conservative attacks that the former

with the pres-
ident’s rhetoric about traditional family
values, Lula is increasingly vying for
theirsupport.

Malu Gatto, a professor of Latin
American politics at University College
London, said: “As an evangelical herself,
Michelle speaks the language of evan-
gelicals. She knows how to convey what
is at stake in a way that comes across as
more genuine than Bolsonaro, who
doesn’t know how to naturally employ
the language used among evangelical
circles”

Rosingela da Silva, a 56-year-old
sociologist known widely as Janja, has
beenan activistin Lula’s Workers’ party
for decades. They began dating after the
former president was widowed in 2017
and married shortly after Lula launched
his election campaign in May.

Lula framed the marriage as a symbol
of his commitment to “love”, which he
wants to restore to Brazil after the
years of what he calls the “hate” of Bol-
sonaro. But political analysts viewed the
move as a way to deal with mounting

ident, who is supportive of LGBT+
nghts does not believe in traditional
families.

“[The wedding shows] Lula is also
part of a family, he has a traditional
marriage. It is to reinforce this idea of
Lula as a person who values the family,”
said Gatto.

Rosiingela da Silva is a visible pres-

h iign trail, often singi
at events and caring for Lula, who is
prone to losing his voice after suffering
throat cancer a decade ago. she is also
seen as influencing Lula’s thinking on
the environment and social causes, such
aswomen’srights.

“For me, Janja is the opposite of
Michelle. She has another way of look-
ing at the world, atissues like machismo
and the patriarchy, which Michelle
doesn’t have,” said Fernanda Barcelos, a
29-year-old artist from Sio Paulo and
supporter of the Workers’ party.

“Isee Michelle as a pawn and Janja as
an activist. For me they are the com-
plete opposites”

Additional reporting by Carolina Ingizza

Fast foodtech Uber founder rapidly expands CloudKitchens start-up, buying and building sites across Latin America © companies
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Directors with

multiple board

seats squeezed
y BlackRock

@ Rebukes issued in dissenting votes
e Fink steps up governance scrutiny

PATRICK TEMPLE-WEST — NEW YORK

BlackRock is clamping down on com-
pany directors in the US technology
industry who siton too many boards, as

Luigi Zingales, a professor at the Uni-
versity of Chicago Booth business
school, said BlackRock had positioned
itself as “changing the world for the bet-
ter”, whereas Vanguard “has always sold

chief Larry Fink i itselfasthel
the fund group’s scrutiny of corporate
governance.

The largest asset manager said in
regulatory filings at the end of August
that ithad voted against the reapp

-cost guy”.

For three consecutive years, Black-
Rock has voted against Alphabet board
member Ann Mather, a former chief
financial officer at animation studio

S— "

ment of Sanford Robertson to the
board of salesforce, where he is chair of
the US software company’s governance
committee.

BlackRock claimed Robertson, who is
also a founding partner of Francisco

Robertson was said to be
‘responsible for lack of
independence’ on the
board of Salesforce

Partners, a technology-focused private
equity hrm. was respnnslhle for [a]

3 its on an
number of boards, the asset manager
hassaid.

Under fire from BlackRock, Alphabet
changed its board rules this year to pre-
vent members from serving on more
than five boards, including its own.
Mather left the board of rental company
Airbnb and computer networking com-
pany Arista Networks, but BlackRock
still opposed her appointment at Alpha-
bet’sjune annual meeting.

Alphabet declined
Amazon has come under scrutiny.
BlackRock voted against Judith
McGrath on Amazon’s board, saying she
“has not demonstrated [an] ability to

lack of i dence” on

board. It was the first time BlackRock
voted against Robertson in the past
threeyears.

It also voted against Egon Durban,
board director at Twitter, who sat on
seven public company boards. Durban,
who is co-chief executive at venture
investor Silver Lake, lost the vote to stay
at Twitter in May, but the company said
he could remain on the board if he
dropped two of his other positions.

The crackdown on “overboarding” is
a part of a broader push under Fink to
improve the corporate governance of
companies in which BlackRock invests.

However, the company’s stance
diverges from rival asset manager Van-
guard, which voted in favour of Robert-
son and Durban, underscoring the dif-
ferent approaches investors are taking
toboard compositions.

represent shareholders’ best

It was the first time in three years that
BlackRock had oppesed McGrath,
former chair and chief executive of
MTV.

The dissenting votes represented rare
rebukes from BlackRock, which sup-
ported more than 92 per cent of board
members in the Americas from July
2021 to the end of June this year. The
fund group has previously said it wants
people to serve on no more than four
company boards.

BlackRock declined to comment.

‘Vanguard said it would generally vote
against people who served on more than
four public company boards, although
therecould be exceptions.

It said: “We take a case-by-case
approach to evaluating potential over-
boarding situations.”

JOE MILLER — FRANKFURT

11 Thas defended the timing

Final touches VW backs Porsche listing amid
concern over governance and thin size of IPO

sought to reassure investors wary over the details of Porche’s flotation — sesssisn ColnowDPAAFP s Certy Images

3.7 per cent higher yesterday in
Frankfurt.

edinth jon

and structure of the | ited
listing of its Porsche brand, as it seeks
to reassure investors with concerns
about corporate governance and the
gloomy economic environment.

“There’s a lot of capital in the market
and we think that the Porsche IPO
could be an icebreaker . . . and show
what’s possible,” said Porsche chief
executive Oliver Blume, who also
took over as VW boss this month.

Blume’s comments came after VW
confirmed late on Monday that it
intended to float a small portion of
Porsche’s shares, with retail investors
being offered only non-voting stock.

The group said it aimed to take its
most profitable subsidiary public in
Frankfurt at the end of this month or
at the start of October, barring a sig-
nificant shift in market conditions.

It prompted VW’s shares to finish

said investor interest so far pointed to
avaluation close to €80bn, the upper
end of analysts’ estimates. If achieved,
that would value Porsche’s initial pub-
lic offering at about €10bn, just
behind Deutsche Telekom’s $13bn
publicdebut in 1996 in the list of larg-
estGerman flotations.

But the thin size of the float, which
involves the sale of just 12.5 per cent of
the sports-car maker as well as gov-
ernance fears after the

defenestrated by shareholders and
unions, leading to the appointment of
Blume who will maintain both roles
even once the IPO is completed.

“In my role as Volkswagen Group
chief executive, 1 will at the same time
work on ensuring that synergies con-
tinue to exist in both directions in
terms of sales volume, components,
technologies or plans,” Blume said
yesterday. “If conflicts of interests
nevertheless arise, we will strictly
separate matters,” he added, empha-
sising that w}ule VW and Porsche
“have th ", the Porsche

of Blume as VW boss, ‘were not well
received by investors, two people
familiar with the discussions said.
Porsche had first pitched the partial
IPO as a route to “increased corporate
independence” for the Stuttgart-
based marque and said it would have
more autonomy as profits would no
longer be handed to VW. Months
later, ex-VW chief Herbert Diess was

board would always: make “independ-
ent decisions”.

VW’s chief financial officer Arno
Antlitz defended the structure of the
planned flotation, which will involve
only 10 per cent of Porsche shares on
offer after VW shareholder Qatar ear-
marked 2.5 per cent, with almost half
of the IPO proceeds paid out asa spe-
cial dividend.

Equinor chief
favours higher
taxation for
energy sector

TOM WILSON — LONDON

Higher taxation of energy companies
is justified if it gives governments the
means to ease costs for consumers
and other businesses, Equinor’s chief
executive has said, in a rare message of
support from a corporate leader for

higher levies.

The Norwegian state-controlled group,
the largest supplier of piped gas to
Europe after Russia, has been among
the biggest beneficiaries of Moscow’s
decision to choke supply to the conti-
nent, which has sent prices rising to
records. Pre-tax earnings hit $17.6bn in
the second quarter, triple the level of a
year earlier.

“we are fully aware that there are
people on the other side of the gas bill,”
Anders Opedal said. “Of course we
would like a very stable framework
around our business, but we do see the
need for government to intervene.”

European gas prices hitarecord €343
per megawatt hour in August and are
trading at about €240 per megawatt
hour, more than 20 times higher than
two years ago. The rally has super-
charged profits for European gas pro-
ducers, leading to calls on companies
such as Equinor, BP and Shell to help
ease the cost for customers.

But Opedal argued that governments
were better placed than oil and gas com-
Ppanies to take the action needed to sup-
port businesses and households
through the energy crisis.

“It is much better that government
distribute wealth than commercial
companies start to do something on
their own, which would not be evenly
distributed and might not hit the right
group of people,” he said.

Opedal’s message of support for
higher taxes comes as Brussels weighs
measures to tackle the widening crisis,
including possible blocwide levies on
fossil fuel producers and electricity gen-
erators. The UK imposed an “energy
profits levy” on oil and gas producers in
the North Seain May.

Equinor pays a marginal tax rate of 78
per cent in Norway, where it generates
the majority of its earnings and which is
not a member of the EU. It is possible
that Equiner’stax rate will notrise.

al said he viewed Equinor’s prin-
cipal responsibility to be increasing the
flow of gas into Europe to ease the sup-
ply crunch. Between April and June it
increased gas output 18 per centagainst
the same period a year earlier.
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Japan'’s late god of management’ offers practical lessons for today

Kana
Inagaki

S amessy crisis
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with investors became vogue in the
west, Inamori’s management philoso-
phy had centred on his belief that com-
panies should focus on the livelihood
and wellbeing of employees instead of
simply pursuing profits.

In his first interview with the Finan-
cial Times in 1978, Inamori explained
that what tied his company and workers
‘was not simply a financial contract but
“a human relationship” based on trust
and partnership.

Hi ivation, he claimed, had noth-

unfolded at Apple supplier
Nidec, Shigenobu Naga-
mori, its 78-year-old
founder, had abigregret.
Over the past decade, he had poached
a number of high-profile executives
from carmaker Nissan and electronics
maker Sharp as potential heirs. But
none of his outside picks met his tower-
ing expectations. They left the com-
pany, leaving an exasperated Nagamori
to last week tap one of Nidec’s founding
members as atemporary president.
“When Mr Kazuo Inamori was alive,
he told me that a company insider is
best as presldent His warning turned
outtobe true,” Nagamori said, acknowl-
edging with guilt that he had finally real-
ised how talented his employees were.

ing to do with accumulating personal
wealth. “We have a saying: money has
legs and if you try to catch it, it will run
away from you,” he said. At the same
time, he was a ruthless cost-cutter, who
had forced the proud employees of JAL
to save expenses on everything from
lunch boxes to corporate pamphlets.
The teachings of
Inamori were sur-
prisingly simple:
don't be greedy or
selfish, be honest
and, most impor-
tantly, do what is
right as a human
being. His princi-
ples resonated beyond Japan to China
and amacted 15,000 students m hls

Inamori, the r d founder of
ceramics company Kyocera and tele-
coms group KDDI, died at the age of 90
in Kyoto last month. Known in Japan as
the “god of management”, he was one of
the country’s great industrialists. Along
with Sony’s Akio Morita and Soichiro
Honda, founder of the carmaker,
Inamori helped drive th mtry’s eco-

worldwide,
SoftBank founder Masayoshi Son.

How do these teachings resonate
today? In his book A Compass to Fulfil-
ment, Inamori himself questioned and
then quickly rejected the idea that his
philosophy was too outdated for the
mmplex mﬂdem wcnrlr] Heargued that
d afocus on the uni-

nomic miracle in the postwar period. He
also helped rebuild Japan Airlines from

versal good as opposed to national inter-
ests were needed to settle international

the ashes of bankruptcy in 2010 without ~ tradeand history disputes.
receivinga dime for his role as A:hau In an era where nationalism is on the
Long before stakehold rise ing the supply chain disrup-

and the need to serve employees along

tions of Covid-19 and the energy crisis

Inamori was a warrior
and a rebel who resisted
meddling as he turned
Kyoceraand KDDI into
global tech participants

sparked by Russia’s invasion of Ukraine,
there are practical lessonstotake away.

One is the need for entrepreneurial
spirit at a time when the start-up scene
in Japan is so dormant that the govern-
ment has promised heavy state invest-
ment. Like the Honda founder, Inamori
was a warrior and a rebel who resisted
meddling from the government and
banks as he transformed Kyocera and
KDDI into global technology partici-
pants.

By setting up KDDI, Japan’s second-
largest carrier, he brought competition
to a market that was controlled by for-
merly state-owned NTT
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When Jjap facturers
proved too conservative to try out what
is now Kyocera’s technology, Inamori
ventured into the US, eventually clinch-
inga contract with Texas Instruments to
supply electrical resister rods for the
Apollo space programme.

Inamori’s best-known concept of
“amoeba management”, which involves
dividing up large organisations into
small units that draw up their own goals
and strategic plans, is also perl]nenL

ies will need indep:
thmkers to come up with innovative
ways to navigate an environment where
governments will feel compelled to
intervene in the name of ensuring eco-
nomic security.

Hisbottom-up management style and
his investment in training employees
have allowed Kyocera and KDDI to
avoid the succession challenge plaguing
corporate Japan. Inamori, who decided
to retire at the age of 65 to study Bud-
dhism, never clung to his leadership
position: “It did not have to be me who
founded Kyocera or KDDI. By chance,
heaven provided me with that roleand I
wasmerely actingit.”

kana.inagaki@ft.com
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Tax officials show distrust of Big Four

Only a quarter in OECD
study believe firms follow
spirit of law consistently

MICHAEL O'DWYER
ACCOUNTANCY CORRESPONDENT

Amajority of tax officials believe the Big
Four accounting firms try to exploit
loopholes in laws to help clients at least
some of the time, with only a quarter
believing they consistently follow the
spirit of the law, an OECD study finds.
Tax authority employees also believe
Deloitte, EY, KPMG and PwC are more
likely than local accounting firms to
advise clients to use aggressive tax strat-

egies, underlining a lack of trust
between the firms and officials.

The study found a widespread belief
in tax bodies that the Big Four promote
artificial planning structures. A signifi-
cant minority of officials said the firms
usedlobbying power illegitimately.

The Big Four’s tax departments, some
of which include income from their
smaller legal services functions,
reported combined revenues of $37bn
in their most recentannual results.

Much of the public scrutiny of the Big
Four in recent years has focused on oli-
gopoly power and the quality of audits
after scandals such as Wirecard, 1IMDB
and Carillion. But some partners believe
their tax advisory and lobbying activi-

ties havea far greater impacton the glo-
‘bal economy than their audit functions.

The Big Four were generally seen as
formally co-operative but the findings
suggest a large proportion believe the
firms try to exploit loopholes.

The OECD report is based on a survey
of more than 1,200 tax officials from
138 countries.

About a quarter of those surveyed
said the Big Four followed the spirit of
‘the law in the majority of cases.

In Latin America and the Caribbean,
45 per cent said the firms never did so,
or did so in only a few cases. The figures
in Africa, Asia and the OECD countries
‘were 40 per cent, 29 per centand 30 per
cent respectively. The number of

respondents who said that the firms
were transparent in the majority of
cases, providing all relevant informa-
tion when requested, ranged from 18
per cent in Latin America and the Carib-
beanto 31 per centinthe OECD.

The proportion who believe that the
four sometimes or often use power ille-
gitimately to lobby on behalf of clients
to influence tax policy and laws varied
from 26 per cent in Asia to 37 per cent in
Latin Americaand the Caribbean.

‘While many of the findings exposed
mistrust of the Big Four among public
sector employees, in most regions the
number of respondents who believed
the firms encouraged clients to be less
compliant and to pay less tax was heav-

ily outweighed by those who said they
encouraged increased compliance.

PwC did not agree with all the views in
thereport but agreed that “trustis akey
component to the effective operation of
tax systems”. Its code “clearly acknowl-
edges the importance of the public
interestin any decisions”.

EY welcomed the OECD’s work “as
well as . . . work to remove misconcep-
tions and strengthen the constructive
dialogue between taxpayer and tax
authority”. It was “committed to com-
plyingwith all laws and regulationsinall
jurisdictions; and abides by the highest
standards of professional conduct”.

Deloitte and KPMG declined to
comment.

EY chiefs set to

give green light
on break-up of
consulting and
audit divisions

MICHAEL O'DWYER
ACCOUNTANCY CORRESPONDENT

EY'’s global leaders are preparing to
give the go-ahead for aplan to break up
its audit and consulting businesses,
taking partners at the Big Four group
closer to multimillion-dollar payouts
as part of its most radical overhaul in
twodecades.

The firm’s global executive committee
met on Monday to discuss the deal,
to people with knowledge of

TV broadcaster Roy — a fierce
critic of Modi —
raid from rival magnate Adani

fights corporate

CHLOE CORNISH — MUMBAI
JOHN REED — NEW DELHI

At a private dinner in 2007, a television
anchor was not about to let a politician
go unchallenged. Prannoy Roy, a broad-
caster and co-founder of media group
New Delhi Television, confronted then
Gujarat chief minister Narendra Modi
overriotingin the state five yearsearlier
thatled tonearly 2,000 deaths.

Roy’sambush set the tone for combat-
ive relations with Modi, prime minister
since2014. Atthe gathering, Modi stuck
by his denials of involvement in riots,
but leﬂ before food was served, accord-

and Financial Ti
tributer Ruchir Sharma in his book
Democracy on the Road.

Now the media mogul is the one being
cornered. Gautam Adani, a2 magnate
seen as close to Modi, launched a corpo-
rateraid on NDTV last week.

Roy and his wife and co-founder
Radhika Roy are fighting Adani, the
world’s third wealthiest person, for con-
trol of a group that supporters say is a
bastion of mediaindependence.

Defeat for the Roys would leave
India’s biggest TV news channels con-
trolled by billionaires, with what some
analysts have argued would be prnf

PR

Media. Sector disruption

Battle breaks out for India’s independent news

Moguls melee: shell group bought by Adani late last
Gautam Adani, month.

above left, has The Roys are known for producing the
swooped on New country’s first independent TV news
T [

T e e —

o

stakes. NDTV was already facing fierce
rivalry for advertisingrevenue whenthe

ial crisis struck in 2008. The Roys
had been determmed to buy back

‘In a noisy
democracy,
you need

e ot hne Lo

brought down borrowings from
Rs632mntoRs178mn.

RRPR, owned by the Roys, which
holdsthe 29 JPeTy cent stake, has refused

SRV B I S P

the arrangements, with a decision to
proceed with the split expected this
week.

EY said on Monday that discussions
were continuing and “no decision has
been made on moving to the next
phase”.

However, planning has begun for an
announcementas soon as this week, as
well as for calls to brief clients on the
next stages of the process once a deci-
sion has been confirmed, according to
peopleat the firm.

A decision to proceed with the split
would pave the way for the firm to seek
approvals at the regional and national
level, including country-by-country
votes by the roughly 13,000 partners
who own and run the business.

Carmine Di Sibio, EY’s global chair,
had hoped the firm’s global leadership

A decision to proceed
would pave the way for
approvals to be sought at
regional and national level

would have reached an agreement to
proceed with the break-up several
weeks ago, sayingin July that he hoped
to win approval within a “couple of
weeks”.

But the timeline slipped repeatedly as
partners disagreed over how billions of
dollars of liabilities should be split and
the firm’s advisers struggled to resolve
regulatory issues in different jurisdic-
tions, including China.

If approved, the plan would result in
EY spinning off, and most likely publicly
listing, its advisory business, which
offers consultancy, deals advice and
managed services.

The move is intended to free the advi-
sory business from cnnﬂ.lcls of mterest

tte £
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Mukesh Ambani, chair of Reliance
Industries and India’s second-richest
man, controls the expansive Network18
media group and is building a new
streaming service in collaboration with
James Murdoch.

“Between Ambani and Adani, they
will now control the two largest net-
works,” said Indrajit Gupta, former edi-
tor of Forbes India and co-founder of
online platform Founding Fuel.

“Inanoisy democracy, youneed tolis-
ten to a few different voices, but with
this you lose diversity.”

Adani, like Modi,
Gujarat. The first:

comes from
entrepre-

vemn 1eevision,
founded by
Prannoy Roy,
above right,
while Mukesh
Ambani, below
right, is building
a streaming
service with

James Murdoch
FT montageiepa/Getty
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SUUW 111 1700, ULIUIALLY appealig on
the state broadcaster, NDTV tied up
with Rupert Murdoch’s Star network
amid economic liberalisation in the
1990s. NDTV later launched channels

INL/LY SLUUK DELULE LIE GLISIS 1L, BuL
needed to borrow to do so. Their bor-
rowing eventually led to the ill-fated
loan from Ambani, according to a secu-

riti tribunal. different

for news in Hindi and English as well as
forbusiness and lifestyle content.

“There is an entire generation of
Indian TV journalists who grew up
under the NDTV umbrella and owe a
huge debt to the Roys,” said Rajdeep
Sardesai, a news anchor and editor with
TV channel India Today, who spent 11
yearsatNDTV.

The company went public in 2004,
although the Roys retained controlling

once considered by politicians the
go-to station for appearances, NDTV's
testy relationship with Modi’s Bh
Janata party administration has hurt its
bottom line.

Before the BJP came to power, NDTV
in 2013 demonstrated its political con-
nections with a 25th anniversary party
inthe presidential palace.

But one Indian executive said the
Royswere part of the old establishment.

“The system has turned, and they

tolisten to
afew

voices, but
with this
you lose
diversity”

LU LAUSIEL LI SUALES W dll AuAI G1uup
subsidiary without approval from the
regulator.

But analysts said the Roys would
struggle to fend off the deep-pocketed
Adani, who has offered to buy a further
26 per cent of NDTV's stock from share-
holders. NDTV's biggest publicinvestor,
with a nearly 10 per cent stake, is Mauri-
tius-registered LTS Investment Fund,
‘whose portfolio is 98 per cent invested
in Adani Group companies. NDTV’s
stock began climbing this springon deal
speculation.

Some observers projected that a suc-
cessful takeover by Adani’s media arm
would lead to the watering-down of

UL 1ESULIGL IL 11U WIILLIE WOLK WL
EY’saudit clients.

A split would result in seven-figure
cash payments to audit partners and
multimillion-dollar share awards for
the thousands of partners who would
movetothe new advisory business.

Job offers made to prospective advi-
sory partners, which were dependent on
the new arrivals receiving as much as
£7mn-£10mn worth of shares in the
newly spun-out business, had been
effectively put on hold pending a deci-
sion, said a person with knowledge of
the process. But external candidates
have been given an indication that the
break-up was likely to proceed, mean-

neur supported the then chief minister ‘ NDTV have turned victim of the system,” the NDTV’seditorial independence. ing they would receive their share
when he was criticised over handling of Share price (RS) Pre-tax profityloss (Rs mn) executivesaid. The Adani Group did notrespondtoa | awardsiftheyjoined, the person said.

the riots, and his rise since has tracked Government agencies pulled adver- request for comment. Ratification by the global executive
Modi’s. Adani has backed the prime 600 600 tising, while BJP spokespeople did not Sanjay Pugalia, chief executive of the | committee this week would not guaran-
minister’s vision for nation-building participate in its programmes. Authori- group’s AMG Media Networks, said the | teethat the. separaﬁ\m would go ahead.
and is the dominant participant in 500 400 ties including the Income Tax Depart- pany sought to “emp Indian | The proposed split would need the
Indian infrastructure. ment and Central Bureau of Investiga- citizens, consumers and those inter- appruva.l of partners in each country,

Adani has denied any improper rela- 200 tion brought cases against NDTV and ested in India with information and | with those countries that rejected the
tionship to the prime minister. 0 the Roys. One such probe prevented knowledge”. splitexcluded from the separation.

The Roys opened the way for their 0 their travelling abroad in August 2019. Meenakshi Ganguly, south Asia direc- The break-up plan would collapse if
loss of control when they borrowed indi- 300 The Roys have always denied ‘tor at Human Rights Watch, said Modi’s | pariners in a critical jurisdiction, such
rectly from Ambani’s Reliance Indus- =D wrongdoing. government had few remaining critics | asthe US or UK, were to reject it. Part-
tries overa decade ago. 200 D NDTV’s finances have been improv- such as NDTV. “This is an administra- | ner votes are expected to take place

That loan paid no interest, but came ing. Revenue from operations for the tion that largely enjoys a loyal media, | between November and January, later
withwarrants convertible t 100 00 ial year ending in March was ‘whether by choice or fear;” shesaid. thaninitially intended.
of a company set up by the Roys that J.;n 2022 se 2017 0 2 Rs2.3bn ($29mn), up from Rs2bn the India’s information and broadcasting “There is along, long way to go,” said
holds 29 per cent of NDTV’s stock — a D previous year. Annual profits rose to ministry did notrespond toarequestfor | one person briefed on the planning. “It’s
time bomb that was d inside a Souroa: SEP Captlal 10 Rs600mn from Rs380mn. NDTV comment. very, very complex.”

Technology Retall

[llumina prepares to take on EU over Grail

JAVIER ESPINOZA — BRUSSELS

US biotech giant llumina is set to
appeal against a forthcoming decision
from regulators in Brussels blockingits
$8bn acquisition of cancer-screening
start-up Grail, a ruling that would put
the EU at odds with a favourable deci-
sioninthe US.

Hlumina plans to take the EUto courton
the grounds that the bloc’s regulators
have no jurisdiction over a merger that

sion’s attempt to unwind the deal.

It comes as regulators increasingly
look to co-ordinate over whether ornot
they halt a deal. Blocking a transaction
in the EU is extremely rare, with less

The US group will argue
that Brussels will prevent
the saving of lives by
blocking the merger

involves two US and in
which where the target has no revenues
in Europe, two people with direct
knowledge of the move said.

An administrative law judge ruled
in favour of the deal in the US last week,
ablowto the US Federal Trade Commis-

Wednesday 7 September 2022

than 5 per cent of scrutinised deals fac-

ment in the US. Illumina and the Euro-
pean Commission declined to com-
ment.

As part of its appeal, Illumina will also
argue that it does not really have com-
petitors and that the EU will effectively
prevent the saving of lives by blockinga
deal that aims to bring tests to detect
early-stage cancer up toscale.

1t will point to the US ruling, which
the FTC has appealed against, as evi-
dence that Brussels is making a mistake
in opposing the transaction.

rs in Brussels are keen to use

ALEXANDRA WHITE — NEW YORK

struggling home goods retailer Bed
Bath & Beyond named an interim chief
financial officer yesterday after Gus-
tavo Arnal, who held the post for two
years, fell to his death from a New York
City high rise apartment building on
Friday.

Laura Crossen, Bed Bath & Beyond’s
senior vice-president of finance and
chief accounting officer, will become
interim CFO, the US company said in a
filing yesterday.

The latest leadership change follows

ing anegative outcome. this merger as an example of the
Brussels was set to block the deal as  expanding reach of the EU’s power. A | several tough months for Bed Bath &
early as despite p courtinL recentlyruledthe | Beyond, including the departure of its
from Mlumina to pause the process so  EU had jurisdiction to scrutinise the | chief executive, declining sales, height-
that regulators could analyse the judg-  deal despite opposition from Illumina. ened share price volatility as well as
* FINANCIAL TIMES

plans to cut jobs and aveid a cash
crunch.

The retailer ousted CEO Mark Trit-
‘ton, a former Target executive who was
appmmed in 2019 to turn round the

dismal first-quart
earnings in June that also revealed a
pile-up in excess inventory. Sue Gove,
an independent director on the com-
pany’s board, replaced Tritton as
interim CEO.

Bed Bath & Beyond last week laid out
plans for anew turnround, promising to
cut 20 per cent of its workforce and close
about 150 stores. It also announced it
had raised more than $500mn in new
financing.

Shares of the company have been vol-
atile since reporting first-quarter earn-

Bed Bath & Beyond appoints interim CFO

ings in June and are down about 50 per
cent this year. The stock rallied in the
first half of August after it became popu-
lar with meme stock investors, but tum-
bled after activist investor, Ryan Cohen,
who owned almost 12 per cent of the
company, sold his entire stake.

Cohenand Arnal have been named as
defendants in a recent class-action law-
suit that accused the individuals, as well
as JPMorgan Securities, of creating a

“share-dumping crash”.

Arnal sold about 55,000 Bed Bath &
Beyond shares on August 16, according
toa filing with the SEC, although the dis-
closure states this was part of a sale plan
announced in April.

Additional reporting by Madison
Darbyshire
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Growth-hungry Uber founder builds
‘dark kitchens’ across Latin America

Kalanick pushes food and convenience-goods group amid aim to create global delivery-hub network

DAVE LEE — SAN FRANCISCO
MICHAEL POOLER — SAO PAULO

Travis Kalanick has quietly built a large
food and convenience-goods business
acrossLatin America as he seeks to capi-
talise on the region’s fast-growing ecom-
mercemarket.

The Uber founder has rapidly
expanded his US-based CloudKitchens
start-up, buying and building “dark
Kkitchens” in Latin America over the past
three years as part of an effort to build a
worldwide network of food-delivery
centres, leveraging his Uber Eats experi-
encewhile chief executive.

Alongside the dark-kitchen business,
which buys property to use as space to
prepare delivery or pick up takeaway
food, he haslaunched Pik N’ Pak.

This stores convenience goods, such
as pet foods and medicine, from almost
50 CloudKitchens sites across 11 cities in
Brazil, Mexico and Colombia.

Aswith the kitchen operations, Pik N’
Pak goods are sent tn customers by
delivery-app com|

The link between Plk N’ pak and
CloudKitchens, previously undisclosed,
came as part of a push to expand secre-
tively, with entities kept distant from
the parent to avoid being linked to
Kalanick, according to three former
CloudKitchens employees.

“When you have a CEO as impactful
and controversial as Travis, he does not
want to associate the brand to him,” said
a former manager who worked on
CloudKitchens’ Latin America business.

It comes as Kalanick has quickly
expanded CloudKitchens since taking
over the business in 2018, after being
ousted from Uber following scandals in
2017. CloudKitchens was valued at a
reported $15bn in November, following
a$850mn funding round.

CloudKitchens has more than 4,000
employees, according to two people
familiar with the husmes';.

CloudKitchensd

Dark kitchen

operations buy
property to use
as space to
prepare delivery
or to pickup
takeaway food.
Travis Kalanick,
below, is seeking
to capitalise on
the region’s
fast-growing

N’ Pak says that it offers retailers access
to “millions of customers”.

Retail brands can rent shelf space and
list their goods on Latin American food
delivery apps such as Rappi or Corner-
shop, which handle the customer pay-
mentand delivery.

CloudKitchens’ growth in the region
was spurred by at least two acquisitions.
In 2020, the company bought Mexico-
based kitchen group Nano for a
reported $20mn, according to data from

The enlture raflacts Kalanick’s

AnincitoMukheriee/

Tn 2019 in a deal nat nrevinnsly
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‘Hedidn't
want to
attract
attention.
He wanted
to dominate
the sector’

«due to the odour on his clothes, accord-
ing to Cris Monteiro, a city council-
woman.
She said that the company had been
in contact before the controversy
erupted but questioned its willingness
toreach a compromise.

She said: “I understand the position
of the entrepreneur. They say that
they are legally established. For me,
this answer doesn’t show a desire to
co-operate. I don’t see them wanting to

Credit Suisse
agrees tosell
offshore trust
businesses

OWEN WALKER
EUROPEAN BANKING CORRESPONDENT

credit Suisse has agreed to sell its busi-
nesses offering offshore trusts to
wealthy clients in the first deals
announced since new chief executive
Ulrich Kérner took over with a man-
date tostrip back the Swiss bank.

The transactions include the disposal of
a division at the centre of an $800mn
lawsuit the bank is facing in Singapore
over its historic relationship with Geor-
gia’s former prime minister Bidzina

Credit Suisse said it had agreed to sell
its trust businesses in Guernsey, Singa-
pore and the Bahamas to the Bermuda-
based Bank of NT Butterfield & Son. It
also plans to sell its Liechtenstein trust
business to local lender Gasser Partner.
Itdid not disclose the values of the deals.

Korner took over from Thomas
Gottstein as chief executive of Credit
Suisse at the start of August and the
lender is devising a strategy to cut back
its investment bank.

The trust business is a part of the
group’s private bank and allows wealthy
customers to park their assets inlow-tax
jurisdictions. European banks have
faced political and regulatory criticism
for helping rich clients set up offshore
trusts to avoid paying tax, prompting
some lenders such as HSBC and Deut-
sche Bank to exit the market.

Credit Suisse’s historic role in offering
clients tax avoidance schemes was laid
bare this year by the leak of documents
detailing the accounts of 30,000 ultra-
rich knownasSuisse Leaks.

The trust businesses Credit Suisse is

community.”

Oneformer Il for
ensin Latin America said thztthe cDm—
panyhadb

business practices. But others close to
Kalanick warned that old habits might
endure.

“The only thing that Travis learnt
about his time with Uber is not to trust
the press, and not to trust venture mp}—

tth

selling employ about 250 people and no
redundancies are expected, according
toa person familiar with the matter.

The deal with Butterfield is expected
to close in the first half of 2023, while
Liechtenstein clients will transfer to
Gasser on a rolling basis planned to be

by th:

talists,” x-fi

iddle of next year.

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F 07 &ts=20220906195320&uq=20220804103507
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appmach tobusiness fn]lowmg his acri-
monious departure from Uber. Employ-
eesare forbidden on LinkeIn from men-
tioning that they work at the company,
instead listing “stealth start-up” —a
term typically reserved for companies
yet tolaunch.

“It’s attached to how he got attacked
in the past,” one former senior
employee at CloudKitchens said. “The
Uber situation was not nice to him. He
wanted togrow [CloudKitchens in Latin
America]. He didn’t want to attract too
much attention. Hewanted to dominate
the sector.”

But people close to the entrepreneur
said that his approach risked hindering
the company’s growth and that it bore
the hallmarks of his time at Uber. Uber
principles such as “Always Be Hustlin™
havebeen codified at CloudKitchens.

Ex-employees said divisions of the
company were kept in the dark about
related parts of the business, contribut-
ingto extremely high tenant turnover.

“For me to grow, I need tounderstand
how operations is growing, or how
finance is growing,” one person said. “It
wasverysiloed.”

CloudKitchens employs about
500 people in Latin America, run-
ning approximately 70 sites con-
taining 1,800 individual kitchens
across eight countries, according to
two ex-employees with direct knowl-
edge of the company’s operations.

Pik N’ Pak uses surplus space
in the company’s kitchen
facilities — such as in the
basement or along corri-
dors — to store conven-
ience goods such as over-
the-counter medicines,
pet food and sex toys. In
promotional material, Pik

All pages from Financial Times (Asia), Wednesday, September 7, 2022

B e
reported, CloudKitchens acquired
Colombia-based Cocinas Ocultas,

founded a year earlier by Italianentre-  learnt not
preneurs Raffaele Sertorio and Edoardo ¢, tryst the
Dellepiane.

The Cocinas Ocultas team was tasked ~ press, and
with developing CloudKitchens’ busi-
ness acrossl:he continent. Under the T s
Cocinas Ocultas brand, CloudKitchens ~ vVenture
operates in Colombia, Peru, Costa capitalis

Rica, Panama, Chile and Ecuador.

1n Mexico, the company trades asVir-
tualKitchens.

In Brazil, CloudKitchens operates as
Kitchen Central and is a market leader,
according to Renato Avd, groceries
director at consultancy 360 Varejo.

Food-delivery spending in the coun-
try rose almost a quarter last year to
R$40.5bn ($7.8bn), according to a study
by GS&NPD and the Brazilian Foodserv-
ice Institute.

“Dark kitchens operations are
expected to account for around 15 per
cent of thistotal,” Avé said.

But the growth of dark kitchens
across Latin America has caused contro-
versy in certain cities. The proliferation
in sdo Paulo, the largest city in the
Americas, sparked objections from resi-
dents living nearby, with banners
against new facilities appearing in well-
heeled neighbourhoods.

‘The town hall has proposed local reg-
ulation of darkkitchens, and earlier this
year placed a temporary ban on the
issue of new licences.

People have complained about
noise, smells, smoke and motorcy-
cle drivers — known colloquially

as motoboys — waiting outside to
collectorders.

One unhappy local said his
that son had been nicknamed
“bacon” and bullied at school

‘Travis By " —‘
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Citi close to deal for site of new European HQ

JUDE WEBBER — DUBLIN
OWEN WALKER — LONDON

Citigroup is close to signing a €100mn
deal to buy a new office site in the heart
of Dublin in a boost to the scale of its
European headquarters as banks beef
up their presence across the EU follow-
ing Brexit.

The US bank, which this year
announced it would hire 300 additional
staff in Ireland for roles in risk, audit,
finance, technology and operations, has
been shopping for a suitable site after it
outgrew its current Dublin office and
putitup forsalesix months ago.

It is in the last stages of finalising the
deal for a 300,000 sq ft office space in
the Dublin Docklands — home to the

head

quarters of tech groups i
Google, Amazon and Meta — according
to several people familiar with the mat-
ter. The new office is expected to cost
another €200mn on top of the purchase
price of theland, real

Since Brexit, global banks have bol-
stered their operations in Paris, Frank-
furt, Amsterdam and Dublin, shifting
'hundreds of billions of dollars in assets
from Londnn About 7,000 jobs have
been d from London to the EU,

The deal could close as soon as this
month, said the sources. The site is
almost a third larger than Citi’s current
230,000 5q ft Dublin site. “This process
is still ongoing and we have no updates
at this time,” Citi said in a statement.

Two people with knowledge of the
bank’s plans for the Irish business said
that the need for a larger office in Dublin
was due to plans for organic growth of
the business, not relocations from Lon-
don. Ireland’s commercial property
market isrecovering strongly.

despite initial predictions of tens of
thousands of moves.

However, the longer-term hit to Lon-
don will be the hires made in locations
other than the UK capital.

Citi, which has had a presence in Ire-
land since 1965, employs more than
2,500 people in the country.

Citi recently narrowed its search to
the last bigundeveloped Docklands site,
jointly owned by Ireland’s Ronan Group
and Fortress Investment Group of the
US. Ronan Groupdeclined to comment.
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Ray of hope on global economic horizon

Country’'s growth predicted
to be buttressed by

reviving domestic demand,
moderate stimulus measures
and drive for high-quality
development

By ZHOU LANXU

s the world grapples with inflation
and weak growth, economic
recovery of China’s economy is prov-
ing to be a silver lining, experts say.

The Chinese economy grew 2.5 per cent year-
on-year in the first half despite unexpected
shocks from Omicron outbreaks and geopoliti-
cal tensions.

In July the country’s industrial output ex-
panded 3.8 per cent year-on-year, generally sta-
ble compared with 3.9 per cent in June, pointing
‘o momentum in economic recovery, the Nation-
al Bureau of Statistics said.

International investment banks and asset
managers said they expect China’s economic
growth to accelerate to about 4 per cent in the
second half and above 3 per cent for the whole

year.

Notably, such growth would not be a conse-
quence of aggressive stimulus campaigns that
could turn out to be heavy debt burdens in the
long term.

Instead, China’s growth in the second half, ex-
perts said, will be underpinned by reviving de-
mand in its strong domestic market, moderate
stimulus measures and efforts to promote high-
quality development, including innovation and
green development.

The country’s cautiousness in adopting ag-
gmsslve mmulua measures a.nd its cﬂmmn.menl

Workers assemble wind turbine hubs at a company in Lianyungang, iangsu province, on AUgUSt 15, GENG YUHE / FOR CHINADALY

In US-China
ties, a black
and white
bright spot

By ZHAO HUANXIN

A party billed as Pandaversary Night was
thrown at the Chinese embassy in Washing-
ton on August 24 to mark the 50th anniver-
sary of the giant panda’s arrival in the US
capital, and the Smithsonian’s National Zoo
expects the excitement to extend for several
more years.

“Giant pandas are worthy ambassadors,”
China's Ambassador to the United States
Qin Gang, said at the reception, attended by
about 300 guests from both countries.

“They have much longer tenures than
each of the Chinese ambassadors here, and
they have many more fans than us.”

The guests watched The Miracle Cub, a
documentary that celebrates not only the
second birthday of Xiao Qi Ji, or Little Mira-
cle, the Smithsonian National Zoo’s newest
giant panda cub, but also 50 years of China-
US collaboration in protecting and conserv-
ing giant pandas.

The first pair, Ling Ling and Hsing Hsing,
appeared at the zoo on April 20, 1972, weeks
after then-US president Richard Nixon's his-
toric visit to China.

“Year by year giant pandas have become
an icon of mutual appreciation and friend-
ship between the two peoples,” Qin said. “In
particular, the arrival of Xiao Qi Ji two years
ago has brought us a happy surprise.”

Qin mentioned that in addition to Xiao Qi

Pl viag U T
https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc= FTA%2F2022%2F09%2F07&ts 20220906195320&uq=20220804103507
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0 MIgN-qUANTY CEVEIOPMENt even amia aim-
ficulties will set the stage for steady economic
growth in the coming two years, injecting robust
momentum into the world economy, they said.

“The Chinese economy has started to recov-
er from the Covid-19-related restrictions,” said
‘Wang Qian, Asia-Pacific chief economist for the
US investment company Vanguard. “This may
be one of the very few bright spots in the global
economy right now

China’s economic growth should accelerate to
about 4 per cent year-on-year in the second half,
‘Wang said.

‘The country’s full-year economic growth may
stand between 3 per cent and 4 per cent, she
said, thanks to accelerated infrastructure invest-
ment, recovering consumer activity and accom-
modative macroeconomic policies.

However, China’s economic recovery is not
without risks amid a global economic slow-
down, which could mean weaker demand for
the country’s manufactured goods exports, she
said. The economy also faces the challenges of
Covid-19 uncertainties and a real estate down-
turn.

China’s export growth in dollar terms remained
buoyant in July at 18 per cent year-on-year, the
General Administration of Customs said, demon-
strating the resilience of the country’s industrial
chain.

Nevertheless, the growth could fall to single-
digit numbers in the coming months because of a.
higher comparison basis, souring global demand
and fading high export prices, meaning the coun-
try should avoid counting exports as the main
driver of economic recovery, experts said.

Efforts to boost domestic demand, especially

All pages from Financial Times (Asia), Wednesday, September 7, 2022

Consume:s choose products at a shopping
mall in Yantai, Shandong province, on July 9.
Local governments across China have stepped
up measures to boost consumption.

TANG KE # FOR CHINA DAILY

9 percent

year-on-year growth of added value
of China's high~tech manufacturing
during the January-July period

fixed-asset investment, are likely to bring the
advantage of China's vast domestic market into
further play and act as the key for the economy to
register stable growth amid intensified external
uncertainties, they said.

An executive meeting of the State Council said
the key role of effective investment in boosting
economic recovery will be brought into play.

‘The State Council has also said it will try to
accelerate central government budgetary in-

ne use oOf SPecial PONAS ana MAaKe Food use of
pnhcy-hased and deve]npmenl—onemed financial

to support i projects in
several fields, including transportation, energy,
logistics, agriculture and rural areas.

China’s fixed-asset investment growth stood at
5.7 per cent year-on-year in the first seven months
of the year, led by infrastructure investment
growth of 74 per cent and manufacturing invest-
ment growth of 9.9 per cent, the National Bureau
of Statistics said.

Zhu Haibin, JPMorgan's chief China econo-
mist, said the country’s fixed-asset investment
may grow by about 6 per cent this year as a
key driving force of China’s economic growth,
which, he said, is expected to come in at 3.2 per
cent for the whole year and 3.8 per cent in the
second half.

As a strong foothold for growth stabilisation,
China's infrastructure investment is likely to reg-
ister high single-digit growth of between 8 per
cent and 10 per cent this year, Zhu said, a notable
acceleration from 0.4 per cent last year.

Manufacturing investment may also sustain ex-
pansion of about 10 per cent this year, which will
combine with bueyed growth in infrastructure in-
wvestment to offset weak real estate development
investment that may shrink over the year.

China’s consumption growth is expected to
gradually recover in the second half, thanks to
reviving services sector activity amid better con-
tainment of Covid-19 and policy measures to
boost consumer spending, said Hu Yifan, head of
macroeconomics for Asia-Pacific at UBS Global
‘Wealth Management.

Local governments in China have recently rein-
forced measures to boost consumption. A grow-

na1 ana Snenznen, UANZAONg POVINCE, nave
unveiled shopping events or offered coupons to
boost consumption in sectors such as catering
and tourism.

The stimulus measures adopted by China are

that will help basls
for longer-term growth and high-quality develop-
ment, experts said.

Notably, high-tech sectors and green indus-
tries have acted as an emerging driving force for
growth. During the January-July period the add-
ed value of high-tech manufacturing rose 9 per
cent year-on-year, compared with 3.5 per cent of
total industrial output. In July the production of
new energy vehicles rose 112.7 per cent year-on-
year and of solar cells 33.9 per cent year-on-year,
the bureau of statistics said.

David Wang, chief China economist at Credit
Suisse, said he expects China to continue making
progress towards green transition and techno-
logical innovation in the coming years, elevating
the country’s efficiency of leveraging productive
factors to generate economic growth.

China’s growth in total factor productivity, or
TFP, per year may stand at around 2.2 per cent
over the next five years, helping offset the decel-
erating forces, including shrinking working-age
labour, he said.

‘The TFP is a measure of productive efficiency
— it measures how much output can be produced
from a certain amount of aggregate inputs, re-
flecting the driving force of technological pro-
gress in economic growth.

Zhuang Qiange and Ouyang Shijia contributed
to this story.

Power from above benefits rural villages

By ZHOU LIHUA and LIU KUN

Chuanxindian, a village in Hubei province, was
the first participant when Zigui county estab-
lished a new energy project that aims to put solar
panels on top of local buildings.

For example, photovoltaic panels “have been
installed on the 560-square-metre (6,028 square
feet) top of a large cold storage warehouse in the
village, with a total installed capacity of 250 kilo-
walts,” said Wang Wei, who is in charge of photo-
voltaics management at Zigui's rural vitalisation
bureau.

Before the project, the villages relied on other
means of getting electricity, such as hydropower
or power brought in from other areas by State
Grid Corp of China. Now the panels provide elec-
tricity for the villages, and surplus electricity can
be sold to the grid.

By February the eounty’s photovoltaic power
system had installed capacity of 52m kW since
July 2016, when the first solar power project was
put into production.

Huge gains have resulted, said Zhai Bingshan,
an official of the city of Yichang’s water conserv-
ancy bureau.

“Companies used to pay 0.7 yuan (10 US cents)
for one KW. Now the electricity price is 0.4 yuan
for them, thanks to the local solar energy projects.
In other words, the firms can save 30,000 yuan to
40,000 yuan on their electricity bills”

The 49 villages that have photovoltaic power
systems also benefit. They sell their surplus elec-
tricity from the solar panels for about 50,000
yuan a year. State Grid Corp buys the electricity
they generate, integrating it into the power grid
for use in other areas of Hubei.

Solar power systems also offer villagers job op-
portunities, for example as cleaners and mainte-
nance workers. Gardening jobs are also available,
because in rural areas some newly built facili-
ties recruit local farmers to prune trees, remove

weeds and do landscaping. Such public service
jobs are encouraged by the government to create
jobs in poverty-stricken areas.

In 2016 State Grid Corp built the first photoval-
taic power station in Jiandong, a village in Zigui
county, aiming to promote local development.

“When the weather is fine, the village can pro-
duce electricity of more than 2,000 kW a day”
said Cai Xianmeng, an employee at the Zigui of-
fice of State Grid Corp.

Between January 1, 2011 and August 1 this
year Zigui had 378 sunny days, more than 2,000
cloudy days and about 1,500 days of rain or snow.

Solar panels are most productive when they ab-
sorb direct sunlight, but they still work in cloudy
conditions, said Zhang Long of Zigui's bureau of
rural vitalisation.

Part of Jiandong is on a low-lying riverbank
that is not fertile for growing crops, so the land
‘was long unused. State Grid Corp signed a lease
for the riverbank land when it was assigned by
the Chinese government to help the poverty-
stricken village.

ME| XUEFE /
FOR CHINA DAILY
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The company had theland filled in and levelled,
and then built a photovoltaic power station there,
Rows of solar panels were installed, and beneath
them villagers grow crops and raise livestock.

From July 2016 to June this year the station
generated 3.19m kKW of electricity, which has gen-
erated profits of more than 3m yuan to the village,

“The villagers are growing morels and other
plants such as Distylium racemosum (an ever-
green shrub or tree),” said Cai, the State Grid Corp
employee. “The previous low riverbank has been
turned into a ‘gold mine®

From 2013 to 2015 China allocated 24.78bn
yuan to extend power grids to areas without elec-
tricity, benefitting about 155m people. It set up
an independent solar photoveltaic power supply
project, providing electricity to 119m people. By
the end of 2015 China had achieved electricity
coverage for its entire population.

Poverty alleviation through solar photovoltaic
power generation is one of the top 10 targeted
poverty alleviation projects in China.

In November 2013, during an inspection tour

to Hunan province, President Xi Jinping visited
Shibadong, an ethnic Miao village labelled poor
at the time.

It was during this visit that he proposed a tar-
geted approach to tackling poverty.

Reviewing the overall situation, Xi determined
that China had entered the most difficult stage
of relieving poverty, and the root cause of every
household’s destitution needed to be identified
‘before targeted approaches could be formulated.

“We should seek facts from truth; guidance and
development must reflect the local conditions,” Xi
said. “This is what I mean by targeted poverty al-
leviation”

Starting in 2014 China’s rural poverty alle-
viation and development shifted to a model of
comprehensive, targeted poverty alleviation that
was implemented throughout the entire pro-
cess of identifying the impoverished, arranging
targeted programmes, using capital, offering as-
sistance, contacting officials in charge of poverty
elimination, and conducting reviews of poverty
alleviation.

The government has strengthened power grid
building and operation services, and has promot-
ed various photovoltaic poverty alleviation pro-
Jjects, which are funded by the government and
implemented by companies.

The photovoltaic power programme has con-
tributed greatly to the country’s poverty reduc-
tion efforts, said a white paper issued by the State
Council Information Office in April last year.

In rural areas with the appropriate resources
and suitable conditions, the Chinese government
has funded the construction of power stations,
which are owned collectively by local villages.

The income created by the power stations is
used entirely for poverty alleviation purposes.

As of the end of 2020, 100,000 villages had

power stations, ing a total of
18.65m kW of electricity and giving average an-
nual income of 200,000 yuan to each village, the
white paper said.

The earnings have been used to create public
‘welfare jobs, fund small public welfare programs
and offer small bonuses and subsidies, the paper
said.

One OI NS TAVOUIIIE MOVIES, WAS 150 made
in the US.

The number of giant pandas in the wild
in China has risen from several hundred
50 years ago to more than 1,800, Qin said,
‘which means the species is no longer endan-
gered, thanks to protection and conserva-
tion efforts.

Over 50 years giant pandas have brought
US and Chinese scientists and animal care
experts together to work on saving the spe-
cies from extinction.

In April 1972 Nixon's wife Pat said “panda-
monium is going to break out right here at
the zoo” when the Smithsonian’s National
Zoo and Conservation Biology Institute re-
ceived the gifts from China.

In February that year while visiting China
‘with President Nixon, his wife was captured
admiring a panda at the Beijing Zoo on a
cold winter day.

Seated next to Chinese Premier Zhou Enlai
at a dinner, she talked about her trip to the
zoo and of her fondness for the pandas, ac-
cording to a video posted by the White House
Historical Association.

Pat Nixon “screamed with joy” when she
heard from Zhou that China would send
‘two pandas to the US, according to the book
‘Mao and Nixon: The Week that Changed the
World, by Ma.rgaret MacMillan.

The first pair of giant pandas produced
five cubs in the first 20 years, but none sur-
vived more than a few days

Xiao Qi Ji, now the superstar at the Smith-
sonian Zoo, is the fourth surviving cub born
at the zoo over the past 50 years.

The arrival of Mei Xiang and Tian Tian in
2000 ushered in a new era of giant panda
breeding at the zoo. Since 2005 Mei Xiang
has given birth to four cubs that have sur-
vived: Tai Shan, Bao Bao, Bei Bei, and Xiao
Qi Ji.

Three of the cubs have left for China to
join the larger giant panda breeding pro-
gramme. Only Xiao Qi Ji lives with his par-
ents at the Zoo.

Under an extension agreement signed be-
tween the zoo and the China Wildlife and
Conservation Association, the giant panda
pair Mei Xiang and Tian Tian and their son
Xiao Qi Ji will stay at the zoo until Decem-
ber next year.

“We do know that at the end of that agree-
ment that our pandas are expected to go
back to China;” said Brandie Smith, director
of the National Zoo.

“We have had such an incredibly success-
ful partnership, I'm absolutely committed
to 50 more years of giant panda care and
success and celebration for all of our visi-
tors, so I look forward to working with our
colleagues in China, as we are determined
about the future for our giant panda pro-
gramme”

A visitor to “Pandaversary Night" at
China’s embassy in Washington, DC,
poses for a selfie with the guest of honour
on August 24. XINHUA

China Watch materials are distributed by China Daily Distribution Corp., on behalf of China Daily, Beijing, China. Additional information is on file with the Department of Justice, Washington, D.C.
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Consumption, infrastructure gain green tinge

Multinationals formulate
plans to invest heavily
in low-carbon innovation

By CHENG YU

iven a choice between buying a lapmp

complete with attractive

and buying one that comes in simple

packaging made of recycled materials,
most consumers may wonder. But not those at
the China International Consumer Products Expo
held in July in Haikou, Hainan province, where
the US technol company Dell Technol
displayed a laptop encased in 100 per cent envi-
ronmentally friendly packaging materials.

Expo visitors threw curious glances at the nov-
elty, with some even making inquiries. Besides
the green laptop, many green and low-carbon
consumer goods were displayed at the expo.
These included Miners' Tears, said to be the
world’s first necklace based on environmentally
friendly synthetic materials, beer made using an
energy-saving process that also cut its carbon
emissions, coffee cups made with carbon capture
technology, pure plant-based cosmetics and bio-
degradable pens.

Visitors and those behind these innovations
said the dazzling array of green products bears
testimony to China's green transformation of
products, services and industrial chains. Many
businesses from both home and abroad drew a
lesson on how to launch environmentally friendly
products and services that meet the aspirations of
local consumers.

According to a survey by the market consul-
tancv Ernst & Younz. desvite the weakening in

D w
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Livestreamers sell utensils made of bamboo in Congjiang county, Guizhou province, on May 21. LONG MENGQIAN 7 FOR CHINA DALY

(4

..we are delighted to see
consumers opting for more
frugal alternative brands
and alternatives to achieve
sustainable behaviour, or
locking for a more efficient
and sustainable lifestyle.”

Zheng Mingju, managing partner of retail
and consurner products at EY Greater China

ing, waterless dyeing has the advantages of us-
ing no water and saving steam, fuel and auxiliary
agents, which can halve energy consumption and
chemical emissions.

At the beginning of this year Chinese authori-
ties unveiled a master plan to boost the green
transformation of consumption in key areas rang-
ing from food, clothing and housing to transport,
tourism and electricity.

“China’s green consumption is yet to be stimu-
lated,’ said Chang Tiewe}, an official with the Na-
tional D and Reform Ct at
an earlier news conference.

He noted the importance of green consumption
in spurring the low-carbon transition on the sup-
ply side, improving the attractiveness of China as
a super large market, and shoring up high-quality
development.

However, Hu Baolin, a former member of the
leading Partv members group of the Ministrv of

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F 07 &ts=20220906195320&uq=20220804103507
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global consumer confidence, 62 per cent of Chi-
nese consumers believe their lives will be better
in three years.

Notably, 38 per cent of Chinese consumers
surveyed put “sustainability” at the top of their
consumption decisions. In contrast, only 10 per
cent of the consumers surveyed gave value cost-
effectiveness a top weighting. Globally, cost-ef-
fectiveness surpassed caring for the planet and
emerged as the factor with the biggest consumer
consideration.

Zheng Mingju, managing partner of retail and
consumer products at EY Greater China, said:
“While inflation and the rising cost of living dis-
courage consumers from paying a premium for
sustainable products, we are delighted to see con-
sumers opting for more frugal alternative brands
and alternatives to achieve sustainable behaviour,
or looking for a more efficient and sustainable
lifestyle”

Yu Huanhuan, marketing director of Tmall
Global, the global e<commerce arm of Alibaba
Group, said an interesting phenomenon is that
a brand with an environmentally friendly con-
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An attendee tries zero carbon coffee, produced
‘with an eye to minimising carbon emissions,
at the Boao Forum for Asia Annual Conference
in Boao, Hainan province, on April 2L

YUAN CHEN / FOR CHINADAILY

cept is likely to impress younger consumers, who
would like to support eco-friendly products.

In the cosmetics sector, in particular, 70.5 per
cent of Chinese consumers said they are willing to
‘buy nature-based beauty products, while as many

as 811 per cent would like to buy skincare prod-
ucts that emphasise the natural environment, Yu
said.

“Notably, young consumers on our platform are
willing to pay an extra 10 per cent to 20 per cent
for brands that pursue environmentally friendly
and sustainable development.

“That’s because young consumers in particu-
lar have a special view of the future. From caring
about themselves to caring about the community
with a shared future, from witnessing change to
taking part in change, to promoting solutions
and changing the status quo, young consumers
require a sense of participation”

With such demand, more multinational busi-
nesses are formulating plans to make huge in-

to promote i friendly
infrastructure and technology projects in China.

Dell of the US has committed to recycling an
equivalent product for every product customers
buy. More than half of the products are made of
recycled or renewable materials, and by 2030 all
product packaging will be 100 per cent recycled

materials or renewable materials, it said.

Bruno Chevot, president of the French bever~
age company Danone Greater China and Oce-
ania, said: “The company will continuously bring
green, high-quality and healthy products frem all
over the world to Chinese consumers in order to
meet the increasingly diversified consumer de-
mands, and a high=quality and beautiful life”

China aims to have its carbon emissions reach

Ecology and Environment, said many challenges
remain in driving green consumption.

“Carbon neutrality is relevant for everyone and
requires the mobilisation of hundreds of millions
of people and stakeholders to work together to
change laggard behaviour,” Hu said.

“More innovative methods are still needed to
stimulate the enthusiasm of society as a whole,
to advocate green consumption and establish a
green consumption concept, so as to boost green

a peak by 2030 and achieve carbon by
2060. From announcing dual carbon goals to ad-
vancing its national carbon market, the country
has been striving to help energise green develop-
ment in several sectors, including consumption,
motor vehicles and finance.

Brian Yiu, chief executive of Fila China, said:
“The dual carbon goals set by the Chinese gov-
ernment have taken China’s green economy to a
‘whole new level, and the realisation of this target
also requires Fila’s full participation. For us, ‘sus-
tainable fashion’ is not a slogan, but a concrete
action.”

For instance, compared with traditional dye-

and a simple and low-
carbon consumption culture”

He suggested establishing personal carbon ac-
counts through big data in which individual con-
sumers can record their carbon emissions and
even open carbon bank accounts.

Hu said technology is also a key to driving the
country’s green development.

“More efforts must be made to actively drive
the research and development of carbon replace-
ment, carbon emission reduction, carbon cycle,
carbon recovery, and carbon ion tech=
nologies, and furthermore put them into applica-
tions,” he said.

Guian boasts years of success in developing digital economy

By YUAN SHENGGAO

Guian New Area in Southwest China’s
Guizhou province has achieved fruitful results
in developing the digital economy over the past
10 years. It has also made solid achievements in
building a “digital valley” for the nation.

Hu Zhongxiong, secretary of the Guiyang
committee of the Communist Party of China
and Party chief of Guian New Area, shared the
results at a news conference on August 16 for
introducing the development of the new area
from 2012 to 2021

Guian New Area, located at the junetion of
the provincial capital of Guiyang and its neigh-
bouring city of Anshun, obtained approval from
the State Council in 2014 to be a national-level
new area. With a planned area of 1,795 square
kilometres (693 square miles), the new area has
been known to investors for its outstanding ge-

ions and low costs.

well-established road network, Gui said.

Guian, adjacent to Guiyang, has a convenient
traffic network to connect the area with other
parts of country by railway, airport and express-
way.

It takes only a half hour for people to travel
from Guian to Guiyang Longdongbao Interna=
tional Airport, Anshun Huangguoshu Airport,
Guiyang North Railway Station and Guiyang
East Railway Station. The high-speed railway
network connects Guian with major cities in
neighbouring provinces, which allows travels
between two and four hours. It is also connect=
ed to seaports in neighbouring regions conven=
iently through expressways and railways.

The new area is also offering more preferen-
tial policies to belster industries such as manu-
facturing, software and IT services, e<ommerce,
new materials and new energy vehicles, accord-
ing to Zhang Mingquan, director of Guian New
Area’s i bureau.

among other cities in Guizhou province, accord-
ing to Hu.

The new area has become one of the driving
forces in developing Guizhou's digital economy,
since it identified the big data industry as its
core sector when established in 2014.

During the first seven months of this year,
the combined business revenue of Guian New
Area’s software development and information
technology service industries reached 22.79bn
yuan ($3.33bn), increasing 591 per cent from
the same period last year, according to local sta~
tistics.

The area has seen more than 10 large-scaled
big data centres established by IT companies,
including China Mobile, China Telecom, China
Unicom, Huawei, Apple, Tencent and Foxconn.
These have laid a solid foundation for Guian to
become an international data production and
distribution hub.

‘When talking about why China Mobile iden-
tified the new area as the venue for its big
data unit, Gui Zhibiao, an executive at China
Mobile’s data centre, said “Guian has a unique
natural ecosystem to support industrial devel-
opment”

According to Gui, the new area has a cool cli-
mate in summer, which can help big data cen=
tres lower their power consumption by 5 to 8
per cent compared with other regions in China.

“The abundant wind and hydraulic power
resources in Guian also help companies lower
electricity costs” Gui said.

Guian is a suitable location for enterprises
to set up facilities because of its good environ=

ment, incentive policies, energy abundance and

Kindle

$4.99/month $0,49/issue

Due to its improved business environment,
‘Guian has been favoured by an increasing num-
ber of world-class enterprises, Zhang said.

Companies such as battery maker Contempo=
rary Amperex Technology and new energy vehi=
cle and battery producer BYD have established
industrial bases in Guian.

The construction of Guian BYD Battery In-
dustrial Park is in full swing and progressing
smoothly. The industrial park, with total invest-
ment of 2.5bn yuan, is expected to achieve 4bn
yuan in annual industrial output value upon its
completion.

Xu Jiayi, director of the industrial develop-
ment office at Guian Industrial Development
Group, which is providing support to BYD,
said the new area will continue its efforts to
lure investors, cultivate businesses and invest
in new projects to expand the industrial chain
of NEVs. The group also plans to establish an
NEV fund to provide financial support to com-
panies.

The construction of Guiyang Big Data Science
and Innovation City began in the new area in
December last year. The platform is expected
to be a hub for enterprises and talents to com-
mercialise their latest digital developments in
Guizhou.

To assist the development of big data and re-
lated companies in the science and innovation
city, Guian New Area has introduced preferen-
tial policies in eight areas including financial
and information infrastructure service support.
Guian will give subsidies for property purchase
and rental to individuals settling there.

Wang Pingfu, a project manager at Guizhou
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“Yunshi a company

digital map, smart internet network, lnmlmn
data and chips for automobiles, said the compa-
ny chose to land in Guian because of the region’s
outstanding geographical location, strong govern-
ment support and rich talent resources. Yunshi
Technology plans to launch two new projects in
the science and innovation city, focusing on re-

Subscribe to SmartEdition: https://chinadaily.pressreader.com
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satellites and autonomous driving
in 2023,

To attract and retain enterprises in the sci-
ence and innovation city, the local government
has set up a service centre to provide policy
consulting, business registration and property
management services.

producer in the new area. A cloud computing information park in Guian

trative committee of Guian New Area, said that
the science and innovation city’s construction is
developing with high standards and efficiency. It
is expected to be the core of the new area’s big data.
industry as well as of the entire Guizhou province.

This section is sponsored by the administrative

Mao Yingiang, deputy director of the adminis- committee of Guian New Area.
Contact Us
China Daily Advertising: China Daily U.S.A.
15 Huixin Dongjie, d 1500 Broadway, Suite
Chaoyang, Beijing ads@chinadaily.com.cn 2800
China 100029 i S New York, NY 10036
+86(0)1064918366 Follow us on: +1212 537 8888
v : Facebook. factise

cn

com

twitter.com/ChinaDailyUSA

‘Wednesday 7 September 2022

COMPANIES & MARKETS

Commodities. Rally reversal

Industrial metal prices melt as
obal recession fears flare up

Commodities
European

energy groups
secure state

aid packages

SAM JONES — ZURICH
RICHARD MILNE — OSLO
MARK WEMBRIDGE — LONDON
Energy companies across Europe are
turning to governments to bolster their
liquidity and secure supplies as the gas
crisis stoked by Russia’s war against
Ukraine tests their ability to stay afloat.
switzerland’s largest renewable
electricity producer Axpo and Finnish
utility Fortum both said yesterday they
had secured big new state-backed credit
lines.

Power producers across Europe are
facing an acute cash crunch as sharply
rising energy prices lead to ballooning
col]ar.eral requlremems on the fumres

https://digital. oI|vesoftware com/ol|ve/odn/fta3|a/pr|ntpages aspx?doc= FTA%2F2022%2F09%2F07&ts 20220906195320&uq=20220804103507
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excnanges wnere tney neage tneir
supply contracts.

Centrica, owner of British Gas, is in
talks with banks to secure billions of
pounds in extra credit, the Financial
Timesreported on Monday.

The Swiss government activated
legislation to stabilise the finances of its
energy companies at an emergency
meeting of the governing federal council
on Monday evening, followingan urgent
appeal by Axpo over the weekend.

Axpo has been granted immediate
access to a SFr4bn ($4.1bn) credit line,
Bern said, to help it cover trading and
collateral costs in the face of soaring
prices. Funding will also be available for
Switzerland’s two other big energy

‘We want to prevent a

wildfire .. . There have
Energy cost worries and Industrial metals back near July lows | SI:_“‘“’: Si%]mlﬂ S‘E?dﬁ’t‘:;'k;“lilng ;f ghfl;frﬁ re‘f‘lll“iﬁ’:ii never been such high
China strains raise pressure S&P Industrial Mefals index Chinais the LA T At e sl i sl o a 5 inE o
P largest the commodity slump since it made raw jumps in prices in Europe

on copper and iron ore

HARRY DEMPSEY AND EMIKO TERAZONO
A brief summer rally in the prices of
industrial metals has sharply reversed
as the worsening energycnsls in Eumpe
and signsof a.

A,

ingbehemoth China spaoktraders.

The S&P GSCI index of industrial
metals has dropped more than 9 per
cent since mid-August, leaving it back
near its lows in July when fears of a
global recession were swirling across
trading desks.

The gauge, which tracks the spot price
of metals including copper, nickel and
aluminium, is down 17 per cent in 2022,
having been up by more than a quarter
at its peak in the wake of Russia’s
full-scale invasion of Ukraine.

The renewed sellingin metals that are
used to make a wide range of products
such as car parts, steel and electricwires
highlights how concerns about global
demand are again coming to the fore as
economists worry that a surge in energy
prices will weigh heavily on industry.

“This is all about recession and
recession fear,” said Clive Burstow, head
of natural resources at Barings, an
investment management group. “The
fear is we are inan energy crisis driving
us to a recession. Where we get the
tussle in the market is how deep is that
recessiongoingtobe.”

European gas prices jumped 17 per
cent on Monday, pushing them back
towards the record highs that they

Jan 2022

Source: Refinttiv

reached late last month, after Russia
said it would indefinitely suspend flows
of gasthrough a key pipeline to Europe.

Higher gas prices are sparking fears
that both bigbusinesses and consumers
will need to cut back on their usage to
lower their bills.

“Demand destruction is happening
on the consumer side so it’s filtering
through to metals markets,” said Peter
Ghilchik, head of multi commodity
analysis at consultancy CRU.

Copper, a barometer for global
economic health, has fallen about 6 per
cent to above $7,650 a tonne injust over
aweek, snuffing out most of the widely
used industrial metal’s rebound after it
crashed from its record high in March
above $10,600a tonne.

Steelmaking ingredient iron ore has
dropped below 3100 a tonne, from a

data out of China as the world* 5 largest

of raw materi. to
put areas under Covid-19 lockdowns,
extending curbs covering tens of
millions of people in Chengdu and
shenzhen.

The closely watched Caixin business
survey released last week showed
activity in China’s vast factory sector
slipped into contraction territory in
August as new orders fell for the first
timein three months.

In the US, the Federal Reserve sent a
strong message last month on its
determination to tame surging inflation

by boosting interest rates, which has O the

helped to power the US dollar to a
20-year-high against a basket of major
currencies.

Commodity prices, mostly traded
in the US dollar, tend to fall as a

high u[ h per tonne earlier
this ye:

Addmg to the glunmy outlook has
been a string of di

hening US currency makes them through

more expensive.
Colin Hamilton, managing director of
dities research at BMO, said a

consumer of raw
materials, but
disappointing
economic data
have added to
the gloomy
outlook

GiliSheryBloormberg quarters.

material imports more expensive for
China.

Concerns over the economy in
Europe, the US and China prompted
German bank Commerzbank to
downgrade prices for the most
important base metals for the next two

Nevertheless, concerns over supplies
are helping to limit the falls in industrial
metals prices, analysts said. The sector
has already been hit by the shutdown in

3 ilities due to skyrock

etinggas and energy prices in Europe.
At the end of last week, Dutch
aluminium producer Aldel announced
that it would halt production at one of
its plants and ArcelorMittal said it
would switch off one of the blast
furnaces at a steelworks in Bremen,

Germany.

Ghilchik said the bulk of the sell-off
for metals was done but he expected a
bumpy ride in the weeks ahead as
traders gauge the depth of recession
against the tightness of supply.

“It looks like prices have hit or are
near to a cyclical low and in general
commodity prices should remain

Dby supply
factors,” hesaid.
1d Sachs said ditie

were pricing a recession more than any Our global
other assetclass. team gives you

“Excessive recession fears continue  market-moving
to grip commodity markets,” its news and views,
analysts wrote in a note, adding that 24 hours a day
“physical fundamentals signal some of ft.com/markets

the tightest markets in decades”.

companies, Alpiq and BKW, although
neither hasyet applied for liquidity.

“We cannot afford for a large
electricity company to become insol-
vent and take other companies with
it,” energy minister Simonetta Somar-
uga said yesterday. “We want to prevent
a wildfire by all means possible .. .
There have never been such high jumps
in prices in Europe as there are now.”

The bailout comes with a high
financial cost: the finance ministry said
it would charge companies interest of
6-11 per cent on emergency funding —a
punitive rate that could wipe out annual
profits for the companies should they
fullyutilise the available funds.

“This credit line ensures that, should
the situation intensify further, Axpo is
in a position to cover the collateral
requirements of long-term power
supply contracts concluded with its
customers, and continue contributing
to Switzerland’s security of energy
supply,” Axpo said. The company has
notyetdrawn downon the funds.

Fortum, which is majority-owned by
the Finnish state, yesterday agreed to a
€2.35bn liquidity facility with a state-
owned holding company at an annual
interest rate of 14.2 per cent.

If Fortum uses the facility — which it
described as a “last resort” — it would
b ible to raise alarie:
or pay bonuses and would have to
issue extra shares to the state-holding
company, Solidium. However, it would
be able to pay dividends.

Solvay declares truce with activist
Bluebell over Mediterranean waste

PEGGY HOLLINGER

Solvay and activist investor Bluebell
capital have declared the end of a
long-running battle over waste
discharged into the Mediterranean
after the European chemicals group
pledged to radically reduce the
limestone residue from a flagship soda
ash plantonItaly’s Tuscan coast.

Solvay also revealed thatithad made a
breakthrough in soda ash technol

that the company had been working on
the waste elimination technology
long before Bluebell emerged as a
shareholder.

After making the breakthrough,
which would electrify the soda ash
process, the company had been able to
share its plans with Bluebell and now
more publicly. “We were ready because
the science was ready, not me,” she said.

Solvay and Bluebell have been

tourist destination famous for its white
ches.

However, the beaches owe their
colour to the limestone silt, which is a
byproduct of soda ash that contains
Mercury, lead and other metals.

soda ash, which accounts for 15 per
cent of Solvay annual revenues, is a key
component of the glassmaking process.

Solvay has come under pubhc attack
by envir aswell

Hippo chief says critics are overlooking
insurtech sector’s potential after sell-off

AN SMITH
INSURANCE CORRESPONDENT

The head of Hippo has taken aim at
sceptics of the home insurer and the
sector’s fellow start-ups, saying they
have “buried their heads in the sand”
after a market sell-off fed doubts over
the future of the companies.

Insurtechs, as the start-ups are
ly known, have been some of

that could elimi: the li

waste, while also cutting the division’s

carbon emissions by 50 per cent.
Bluebell co-founder Giuseppe Bivona

said the news was proof of what

financial investors could achieve if

engagedina i two as Bluebell, for discharging this | the blggest losers in the broader stock
years over th J impact of dli: intoth . market d n as their underwriting
the group’s plant at Rosignano, a Tuscan 1t insists the discharge contains only | losses have mounted.

they lobbied for greater
commitment to environmental and
social improvements.

“It’s a great outcome in the best
interests of shareholders because I am
convinced that if a business is not
sustainable, at some point the business
will fail” he said.

Bluebell conducted its i
buyingjusta single Solvay share.

1Tham Kadri, Solvay chief executive,
told the Financial Times in an interview

after
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Tham Kadri said Selvay had ‘the
holy grail’ of soda ash processing

non-harmful levels of metals and is in
line with regulatory and environmental
requirements, although the renewal of
its permit to operate in January was
contentious as envir activists

The companies, which listed during
the final leg of the bull market, have
responded with job cuts and a greater
emphasis on minimising claims and

disputed the claims.

But yesterday Kadri said the group
had discovered “the holy grail” of soda
ash processing that would result in “zero
discharge”.

A pilot line to test the process would
‘belaunched in France. If successful, the
‘technology would be rolled out across
all of Solvay’s soda ash production as
part of the division’s €1bn net zero
carbon pledge by 2050.

pr
Last week, Palo Alto-based Hippo
said it was making about 70 employees
redundant, a tenth of its workforce.
That knocked its shares further, leaving
them down more than 90 per cent since
the group listed in New York last year.
Chief executive Richard McCathron
told the Financial Times that the job
cuts were a “prudent and responsible”
move as Hippo enters a more mature
phase of growth and adjusts to “not

* FINANCIAL TIMES

taking as many bets” on certain product
lines.

Hippo, he said, had the insurance
expertise, underwriting discipline and
strategy to be one of the winners from
the shake-outamong insurtechs.

“1fear that some of my colleagues in
the insurance industry are hopeful
that insurtechs will not ultimately be
successful and some of them, I fear, have

‘Some of my colleagues in
the insurance industry are
hopeful insurtechs will not
ultimately be successful’

depreciation and amortisation by the
final quarter 0f2024.

That is two quarters earlier than it
projected when it went public, although
revenue expectations have been
trimmed since then.

Hippo is expecting adjusted ebitda of
$20mn to $30mn in 2025.

At the end of 2024, Hippo expects to
have cash and short-term investments
of $400mn on its balance sheet, having
started to generate positive cash flow.

The cut in its workforce has
helped accelerate the shift towards
profitability, said McCathron.

Actuarial and risk teams were
spared in a broad-based programme of

buried their heads in the sand,”
McCathron added. “Every company in
every industry has modernised over
time. Those that modernise are
successful, those that don’t find

he added, given the
CDnsldemblesmdes" they had made to
improveits underwriting performance.
The investor day was “not to try to
make people feel good about Hippo as
an investment vehicle”, he said, but

themselves obsolete.” to showcase its “next challenge” —
Analysts have pushed Hippo foran  doubling dawn on its proactive
ipdate onits progr profit. approachtoh

At an investor day yesterday, the
insurtech revealed new targets,
including a plan to generate positive
earnings before interest, tax,

Hlppn is expanding its repair and
ne
check-ups —as. lt seeks to offer a full
suite of home protection options.
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The day in the markets

hat you need to know

& US Treasurles slide as robust services
sector data sharpen Fed rate rise fears
« Sell-off also ricochets info other core
government debf

« Japanese yen fumbles fo 24-year low
on strict yleld curve controls

US government bonds dropped
yesterday after an upbeat survey on the
country’s vast services industry fuelled
expectations of further big interest rate
rises by the Federal Reserve.

The yield on the 10-year Treasury nofe,

seen as a proxy for borrowing cosfs
~rnuined +he winrlrd addend 18 hacie nninte

‘ Treasury yields surge
US 10-year government bond yield (%)

2.0

Y
FA N

Trading risks lie in
wait for aggressive
ECB rate increase

Tony Barber

Markets Insight

n the European Central
Banksrate-setting govern-
ing council sit six executive

haard mamhare and tha

among those affected. The 10-year
Greek government bond yield has risen
since late August above 4 per cent

comnarad with ahaut 1 & nar rant far

and Ttaly, with extremely high levels of
publicdebt.
A second could be a political rupture,

ench ac tha avnactad wictars in Fahde
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10 3.34 per cent.
The yield on the two-year note, which
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v

19 governors of the
eurozone’s national central banks. 1

Crsspras i e s

benchmark German bonds. The Italian
yieldis close to 4 per cent.

s e s

rnns 2 apis e g ek ses o
September 25 elections for a rightwing
bloc that is signalling it may try to

Is sensitive to changes in inferest rate 15 would wager that most of them have Neither Greece norItaly is experienc-  rewrite the terms of access to the EU
expectations, rose 10bp to 3.49 per cent. read George Orwell’s allegorical fable ingfunding difficulties. We are far from  recovery fund — a break with the
Those moves, which followed a public Animal Farm and its famous line: “All  the moment, if it ever comes, whenthe  policies of Mario Draghi’s national unity
holiday in the US, became more emphatic 1.0 animals are equal but some animalsare ~ ECB COU.I](II] mlght consider activating ~ government, which collapsed inJuly.
affer a closely watched Institute for T TT T g g m T more equal than others.” itsT ion Instrument, A third source of possible disruption
Supply Management survey showed that Sep 2021 2022 sep At the risk of sounding impertinent,  its new anti-crisisbond-buyingtool. is that some investors see high-risk,
services activity had outpaced ST 80 it is with the ECB. Isabel Schnabel, a Under the TPI, the ECB can poten-  high-return opportunities in taking

economists’ expectations, registering a
reading of 569 in August compared with
forecasts of 551 and July’s figure of 56.7.

Any figure above 50 signals expansion.
Growth in business activity and new
orders both accelerated last month, the
report said.

Fed chair Jay Powell reiterated last
month the US central bank’s commitment
to curbing rapid price growth, saying they
“must keep at it unfil the job is done”.

Wall Street's broad S&P 500 share

17bp to 31 per cent, having fouched 3 per
cent on Monday for the first fime since
2014, according to Refinitiv data.
Ten-year UK government borrowing
costs in the gilt market had soared more

board member from Germany; is one of
the farm’s more influential voices.
‘Yannis Stournaras, Greece’s governor,
though one of the council’s most
experienced members, having held
office since 2014, hasless sway.
So when Schnabel spoke out last

tially buy unlimited quantities of one-
year to 10-year debt if it judges that
financing conditions are becoming

Financing conditions are
starting to vary across the

positions that gain from widening yield
spreads between different euro area
guvemment boi

Inani )| h
as the eurozone, whlch sh].l lacks a full
fiscal, banking and capital markets
union, these opportunities exist just as

The data were released after a robust index was down 0.2 per cent by the late ‘than 90bp last month, the biggest rise monthat acentral bankers’ get-together . dG . they did when Greece and other nations
Iabour market report for the world's morning while the tech-heavy Nasdaq since at least 1989. in Jackson Hole in favour of forceful reglon an reccels fellinto trouble more than adecade ago.
largest economy last week prompted Composite fell 01 per cent as indices In currencies, Japan's yen fumbled as action against inflation, markets sat up among those affected At the ECB, the prevalent view seems

investors fo crank up their projections of
how far and fast the Fed will lift
borrowing costs to tame inflation.
Government bond yields have climbed
in recent weeks as hawkish Fed rhetoric

struggled for firm direction in New York.
Across the Atlantic, the pan-regional
Stoxx Europe 600 share index closed 0.2
per cent higher.
The moves in US government bonds

much as 17 per cent fo ¥14297 against
‘the dollar, marking a 24-year low, as
Tokyo's strict yield curve controls
contrasted with soaring bond yields in
other major economies — lessening the

and listened. They noted similar com-
ments by Frangois Villeroy de Galhau,
the powerful French governor. But they
attached less weight to a more dovish
speech made by Stournaras a few days

fragmented. From a monetary policy
perspective, fragmentation means “a
sudden break in the relationship

to be that, for the moment, inflation
trumps other concerns. The eurozone’s
headline annual rate rose to 9.1 per cent
last month and core inflation hit 4.3 per
cent. With central bankers worldwide

and a deepening European energy crisis ricocheted info other debt markets. The appeal of the nation's currency. Harrlet later at the European Forum Alpbach. between sovereign yields and funda-  under fire for misjudging inflation risks,
sent shivers through financial markets. UK’s 10-year benchmark gilt vield added Clarfelt and lan Johnston For this reason, the widespread mentals”, Schnabel told a French the ECB may feel a need to defend its
market expectation is that the ECBwill  university audienceinjune. reputation with vigorous action.
raise its main policy rate tomorrow by Much uncertainty surrounds the legal Yet Stournaras made a fair point

Markets update

0.75 percentage points.
That would equal the highest increase
in the ECB’s 24-year life and would

"basis for using TPI as well as the criteria
the ECB would apply in deciding
whether to act. At a minimum, a

when he said there is little evidence so
far that rising inflation is spurring a
wage-price spiral. For the second

[~ H [e] ElS > follow a fairly aggressive 0.5 percentage  country would be eligible for TPTonly ~ quarter, the growth of negotiated wage
us Eurozone Japan UK China Brazil pointhikeinJuly. if it complies with EU fiscal rules, has  settlementscameinatonly2.1percent.
Stocks S&P 500 Nikkel 225 FTSE100 Shanghal Comp Bovespa D no severe macroeconomic imbalances In that light, it may be wise for the
Level 393658 1635.12 2762651 730044 326345 109842.45 tious way purely because that wouldbe  and meets conditions attached to the  ECB, if it raisesrates by 0.75 percentage
% change on day 031 013 0.02 018 136 -210 inGreece’s national interest?’msurehe  EUspost-pandemic recovery fund. points, to make clear this is an unusual
Currency $ Index (DXY) $pere Yen per & $pere Rmb per § Real per § would say no. Like all ECB council mem- Yet disruptive market conditions frontloadingstep aimed atloweringthe
Level 109.951 0991 162715 1153 6947 5228 bers heis mq\ured to look attheeuro-  can arise from various sources. Oneisa  level at which it finally stops increasing
% change on day 0381 0101 1544 0.174 0.107 1126 kasawhole. perception that aggressive ECB interest  rates, presumably nextyear.
Govt. 10-year Treasury 10-year Bund 10-year JGB 10-year 10-year 10-year Yet financing conditions are starting  rate rises will damage economicgrowth
Yield 3338 1635 0236 3.005 2619 2777 to vary across the region and Greeceis  prospects in countries, such as Greece  tony.barber@ft.com
Basis poinf change on day 14.090 7.500 0.610 15500 -0.700 20200
World Index, Commods FTSE All-World Ol - Brent oIl -wTI Gold Silver Metals (LMEX)
Level 399.04 93.83 87.83 1710.95 1823 353810
% change on day X -156 -131 -0.09 176 0.82
Vesterday'scose apart from: Currencies ~ W00 GHIT: S, Bovespa, A Word, 01— Sitver - London pm T Taket Prebon
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Home furnishing retailer Bed Bath &
Beyond dived on the first day of trading
after Friday’s news that Gustave Arnal, its
chief financial officer, had fallen to his
death from a New York high rise
aparfment.

Laura Crossen, BB&B's chief accounting
officer, was appointed inferim CFO.

Digital World Acquisition, the blank
cheque company due fo merge with
Donald Trump's social network, fell
sharply following a report that it had
failed to secure enough support for an
extension to complete the deal.

Citing people familiar with the matter,
Reuters said the special purpose
acquisition company was reportedly
having problems gaining enough
shareholder support for a ene-year

Belgium’s D'leteren jumped affer a solid
set of half-year results and a boost to
guidance.

The auto distributor posted a 335 per
cent year-on-year rise in adjusted pre-tax
profit of €363mn, which was 14 per cent
ahead of KBC Securities’ esfimafe.

Aided by a stronger than expected
performance at its auto and parts
spedialist divisions, pre-fax profif was
expected to grow “by at least” 35 per cent
this year, up from an earlier 25 per cent
forecast.

‘Another bullish projection buoyed
Finland's Marimekko with the fashion and
home furnishings group expecting annual
net sales fo grow 15 per cenf — above a
previous farget of 10 per cent.

The upgrade came as the group

A possible injection of liquidity lifted
Centrica, with the British Gas owner
reportedly in discussions with banks to
secure billions of pounds in extra credit to
address highly volatile energy markets.

People familiar with the falks described
Centrica's request as “pre-empfive”, a
view that chimed with RBC Europe, which
said the utility “was in befter shape than
many with net cash on the balance sheet
and meaningful liquidity” already
available.

Builders merchant Lords Group rallied
after releasing a “strong set” of half-year
resulfs, said Berenberg.

Standing out was its merchanting
division, which pested record revenue of
£105.9mn, up from £611mn for the same
period a year earlier.

The Citizenship by Investment (CBI) industry is changing, and its players must
look to the next generation to see how it will evolve in the future.

The 2022 CBI Index provides analysis of the world's active CBI programmes based
on research sourced and commissioned by CS Global Partners.

Sponsored features from CS Global Partners:

¢ The future of Citizenship by Investment

* Due diligence and its vital role for the CBI industry
* The new investor’s global search for opportunity

* Financing stronger, more resilient economies

Plus an independently written overview of industry developments from PWM.

extension. launched a long-term strategic plan that The broker said Lords appeared “to be Download the specia]. report
ADT jumped on news that insurer State | included a desire fo broaden ifs farget making progress in faking market share”, .

Farm would invest $1.2bn in the security audience, particularly in Asia. although its overall margins fell, in part pwmnet.comlcbuozz

systems maker at $9 per share — a 25 per ‘German carmaker Volkswagen climbed because of cost inflation.

cent premium on Friday’s closing price. after confirming ifs infention fo floaf a Berkeley climbed following a
State Farm, the largest insurer of portion of its Porsche sports car brand at reassuring frading update in which the Sponsored by

homes in the US, bought 133.3mn shares, the end of this month or the of that the value of

which equated to a 15 per cent stake. October. underlying sales was running ahead of its

Biopharma group Allena tumbled affer
filing for Chapter 11 bankruptcy and
terminating the employment of
“substantially all of its employees”, it said.

Allena said if intended to continue
operating af a reduced level as a “debfor-
in-possession”. Ray Douglas

Energy group Fortum rose as much as
8 per cent, only to close flat after signing
a bridge financing arrangement for
€2.35bn with the Finnish stafe.

The facility was intended to provide
sufficient liquidity if power prices rose
further, said Forfum. Ray Douglas

previous financial year.

An increase to Aviva's target price by
RBC Europe helped lift the insurer.

The broker said Aviva could refurn
significant sums to shareholders through
buybacks while maintaining growth with
“strong capital generation”. Ray Douglas

CS Global
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In the footsteps of Nureyev

Nureyev: Legend and Legacy
Theatre Royal Drury Lane, London
ke

Louise Levene

Most of the male dancers at Monday
night’s London gala were still in
short trousers when Rudolf Nureyev
died in 1993, but his influence on
ballet — and the male roles in it — is
still deeply felt. The two-act pro-
gramme, chosen and directed by
former Royal Ballet principal Nehemiah
Kish, offered nine extracts from
Nureyev'ssignature works danced by 20
international artists.

Quality was, frankly, uneven but the
material was well selected, production
was slick and there were several out-
standing performances. The only decor
was a slideshow of Nureyev portraits,
his wise, witty gaze blazing out at the
stalls. Birmingham’s Royal Ballet Sinfo-
nia, conducted upstage by David Briskin
and led by Robert Gibbs’s superb first
violin, provided a living backcloth to
thedance.

Giselle and his other great roles from
The Sleeping Beauty, La Bayadére and Le
Corsaire were all in Monday’s line-up,
together with less familiar works: Gay-
ane; The Flower Festival in Genzano; Don
Juan. This flavourful and varied menu
was introduced by the actor Ralph
Fiennes, whose admiration of Nureyev’s
“will to challenge himself” inspired his
2019 film biography The White Crow, and
former director of the Royal Ballet Mon-
ica Mason — “He wanted to poison us all
with his passion.”

The second half was prefaced by
a short film in which the gala’s stars
talked of the Nureyev legacy, not least
the work of the Nureyev Foundation,
whose support made some of their
careers possible.

Things got off to a shaky start with
the solo that Nureyev composed to the
sublime entriacte from Tchaikovsky’s
The Sleeping Beauty. It was created asa.
showcase for his gifts — the yearning

arabesque, the mercurial shifts of pace
and direction — but Guillaume C6té, a
last-minute replacement for Paris
Opera Ballet’s Germain Louvet, looked
woefully out of sorts. Spirits revived
when Oleg Ivenko, star of The White
Crow, gave a larky reading of the folky
Gayane pas de deux. Xander Parish,
Royal Ballet spear-carrier turned Mari-
insky principal, looked callow and
underpowered partnering the neat but
antisepticIana Salenko in La Bayadére.

Rough edges and raw ego: Cesar Corrales in ‘Le Corsaire” — andre Uspensii

The fun really started with English
National Ballet's Francesco Gabriele
Frola on dazzling form in The Flower Fes-
tival in Genzano. Even Nureyevwas chal-
lenged by August Bour ill

hore-

the Laurencia pas de six revived memo-
ries of her glorious Bolshoi Don Quixote,
but the party atmosphere felt oddly
forced. The long, sombre duet from

ography: the seeming absence of prepa-
ration, the way every landing is merely
the launch pad for another jump, the
sheer stamina required. Frola’s throwa-
way virtuosity was prettily matched by
Danish-trained Ida Praetorius.

Natalia Osipova’s supersonic jetés in

RONALD PHILLIPS

GREAT ENGLISH FURNITURE

A WILLIAM AND MARY BLACK JAPANNED CABINET ON CHEST
ENGLISH, CIRCA 1690

John ’s Don Juan was hardly
gala fare but it offered a welcome sight-
ing of Alina Cojocaru as the Angel of
Death. Vadim Muntagirov, like
Nureyev, has only to take up a pose to
make you catch your breath. His solos
from The Sleeping Beauty were easily the
most elegant dancing of the night, but
the audience prize probably went to
Cesar Corrales in Le Corsaire: rough
edges, raw ego and drill-bit pirouettes.
The gala crowd ate it up with a spoon.

Further performances on September 12,
Iwtheatres.co.uk. Streaming via Marquee
TV from September 16

BBC Proms: Glass/Handel
Printworks, London
ekl

Aine Kim Kennedy

A typical Printworks event pos-
sesses the tranquillity and deco-
rum of a budget airline check-in
desk. When the newspaper
presses fell silent, this cavernous
space reinvented itself as London’s
premier rave destination; with
redevelopment looming, a Prom
with English National Opera
proved appropriately pensive.
Interweaving Handel and Philip
Glass arias with video installa-
tions, haute couture and beatbox-
ing, the “immersive experience”
of Glass/Handel, led by counter-
tenor Anthony Roth Costanzo,
deployed its resources to bizarre
and touching effect. The baroque
lament of “Lascia ch’io pianga”
from Handel’s Rinaldo echoed over
exposed concrete; projected above
the audience, leather-harnessed
waifs turned on a wheel like dole-
ful rotisserie chickens. Even when
its relentless edginess threatened
to overshadow the music, ENO’s
maxi-minimalist spectacle under-

repetitive, rigid structures com-
mon to Handel’s baroque forms
and Glass’s minimalism, the pro-
gramme deployed grand forces to
an introspective end, with Cos-
tanzo appearing as both fashion
designer Raf Simons’s clothes-
horse and medieval knight in the
timeless spirit of celebrity.
Costanzo’s steady, ethereal
countertenor hung over three
stages and a multilevel audito-
rium. Justin Peck’s choreography
'was overshadowed by video instal-
lations, which veered from Tilda
Swinton’s spaniels romping on a
beach to a CGI hot dog blooming
from a crotch. “Nature beatboxer”
Jason Singh was deployed to break
the lull of Glass’s pulsating sound-
scapes. Gliding around the floor,
Costanzo parted the throng with
the demeanour of a monarch visit-
ing the lower orders. Whether
drawn by the song, the haute cou-
ture or the tractor-beamlight rods
wielded by Costanzo’s acolytes,
linen-trousered elders and edgy
young art-school types drifted
after him in silent fascination.
Processing through its roster of
fallen heroes, from Handel’s Ama-
digito Glass’s settings of Cymbeline,
Glass/Handel conveyed both the
technical luxury and the crushing,
dislocation of grand

scored a classic operatic theme:
the transience of human excess.

Polite applause as conductor
Karen Kamensek took the stage
marked the only nod to Proms
convention, broken by a burst of
metallic gurgling. Having collabo-
rated on ENO’s 2015 production of
Glass’s Akhnaten, Costanzo and
Kamensek came prepared to
maintain tight musical control,
while their audience grew increas-
ingly disoriented.

As the gurgles gave way to the
stately strains of Handel's Tolomeo,
Costanzo presented himself, in the
flesh and on film, as a conduit
between worlds. Drawing on the

g A

ki i e
Anthony Roth Cos

tanzo in the Glass/Handel Prom — sacaekain

pageant. Artist Glenn Brown,
painting in silhouette, eventually
produced an image of a man inan
ostrich-plumed helmet. Perhaps it
wasa condolence that this recalled
an icon of Handel’s time: a celeb-
ity castrato named Marchesi,
who stipulated that his first
appearance on stage had to involve
ahelmet topped with six-foot-tall
plumage and the words “Where
am I?” A similar spirit of bombas-
ticchaos governed Costanzo’s take
on the Proms, with space, music
and art bleeding into each other in
‘baffling yet appropriate fashion.

bbe.co.uk/proms

A love letter to cinema history

hat happened to

Marissa Marcel? The

actress starred in three

films and seemed on a

sure trajectory to suc-
cess. But none of these were ever
released and, after her final picture, she
vanished. Decades later, the footage
from these cancelled projects has been
handed over to you. Sitting in your edit-
ingsuite, scrolling through the celluloid,
you are tasked with solving a mystery
where each answer only brings with it
more tantalising questions.

Marcel is the star of immortality, the
latest release by auteur indie developer
Sam Barlow, who specialises in cine-
matic games in which players spool
through filmed footage — all with real
actors, not CGI avatars — to piece
together a story. But Barlow doesn't like
to call his games “interactive movies”.
“These are very much about filmed per-
formance,” he tells me, “but they’re not
really movies. The magic of moviesisin
the fact that there’s an edit — you're fed
images in a specific sequence.”

In contrast, his games are defined by
non-linear storytelling. Players can
uncover clips of footage in any order,
following their instinct. In his brilliant
breakout game, Her Story, this meant
assembling filmed police interviews
with a murder suspect. The follow-up,
Telling Lies, asked players to watch video
calls between characters to untangle a
twisty tale of undercover cops and
secret identities. Immortality is his most
ambitious work to date, a love letter to
cinema history which plays like a post-
modern detective story — until it
lurches boldly into cosmic horror.

Though Immortality is a game, you’ll

exacting period detail from cinemato-
graphy to sets, costumes to aspect ratio.
The acting is brilliant — particularly
Manon Gage as Marcel, in a layered per-
formance where she plays a troubled
actress in and out of various roles. Itisa
cinephile’s dream, abounding in refer-
ences to Alfred Hitchcock and David
Lynch and even featuring a cameo from
Andy Warhol.

The game’s interface mimics an old
Moviola editing machine, allowing you
to scrub back and forth through miles of
footage, looking for clues as to what
happened to the vanished star. There’s

It iti material in thy i

your expanding repertoire of sources.
“aAll my games have been about
the player to be obsessive,

and giving them a conceit and the tools
to encourage that,” says Barlow. Immor-
tality beckons you down the rabbit hole
tofollow the rich visual language of cin-
ema, tracing the story of a single actor,
background crew member or symbolic
object such as a rose, a key or a knife.
The experience is technically dazzling
and frequently inspires giddy moments
of discovery, from shocking twists toan
entire hidden mechanism which opens
up an alternative storyline that veers

help your hunt: behind-the-scenes foot-
age, location scouting, rehearsals and
appearances ona late-night talk show.

“The audience is
extremely smart and
hyper-educated about
storytelling, says Barlow

At the game’s outset, only a handful of
clips are available. It is your job to
unlock more using the game’s novel
“match cut” mechanic. Pause a scene at
any moment and click on something —
be it an actor’s face, jewellery or some
furniture in the background — and the
game will teleport you to that same fea-
tureis her clip. So click the appl

to supernatural territory.

With almost 10 hours of footage,
Immortality is most impressive in its
dedication to non-linear narrative. “To
methe audience is extremely smart and
hyper-educated about storytelling,”
says Barlow.

Itisbrave to allow the player tojump
through the clips however they like, tell-
ing the story in their own fashion. Yet
this approach also comes with pitfalls.
The game proves at times frustrating
and slow, while some themes are laid on.
a little thick. But it succeeds far more
than it fails. Watching these actors play-
ing actors, you might feel held at a dis-
tance, which makes it all the more pow-
erful when you catch flashes of genuine
human interaction between the scenes,
astray exchange of words between cast
and directors which offer a brief, pierc-

atable in Ambrosio and you'll find your-
self at a fruit bowl in Two of Everything,
20 years later. You'll add this new clip to

gli intotheir heartand minds.

‘Immortalityis out now on Xbox
Series X/, PC, Mac and mobile

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F 07 &ts=20220906195320&uq=20220804103507



2022/9/7 20:54 All pages from Financial Times (Asia), Wednesday, September 7, 2022
be doing a lot of watching, sometimes 3
not touching the controls for minutes at
atime. This is easy to enjoy because the
footage is so compelling. Marcel’s oeu-
vre includes erotic thriller Ambrosio,
detective noir Minsky and identity
thriller Twe of Everything. Each hasa dis-
tinct aesthetic, as the game luxuriates in

26 BRUTON STREET, LONDON W1J éQL
+44 (0)20 7493 2341 ADVICE@RONALDPHILLIPS.CO.UK
RONALDPHILLIPSANTIQUES.CO.UK

Manon Gage as Marissa Marcel in ‘Tmmortality’ — vsi Memsid
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FT BIG READ. ENERGY

Atleast €50bn of spending on gas and coal infrastructure threatens to put EU emissions targets at risk.
Officials call it just a stop-gap measure but analysts fear the bloc will be tied to these projectslong term.

By Alice Hancock

he ‘unavoidable evil’ of fossil fuels

1 July last year, EU commissioners
set out a range of green policies
to put the continent on a path to
‘becoming climate neutral by 2050.
“The fossil fuel economy has
reached its limits,” said Ursula von der
Leyen, the commission president.

Little more than a year later, those
commissioners are now overseeing tens
of billions of euros of spending on fossil
fuel infrastructure and supplies, amid
severe cuts to gas supplies from Russia
and record high prices.

Data analysed by the energy think-
tank Ember Climate for the Financial
Times suggest European governments
will spend at least €50bn this winter on
new and expanded fossil fuel infrastruc-
ture and supplies, including gas shipped
in from overseas and coal to fuel previ-
ously mothballed power plants.

The EU, which previously relied on
Russia for about 40 per cent of its gas
and more than half of its coal, seems to
have little choice. Industries from ferti-
liser manufacturers to zinc smelters
have had to close, unable to pay the cost
of fuel. Energy bills are pushing con-
sumers tonear poverty.

Theblocisnow preparing for abailout
to rival the response to the 2008 bank-
ing crisis. Figures from the economics
think-tank Bruegel suggest EU govern-
ments have allocated €280bn between
September 2021 and July this year to
protect consumers from skyrocketing
energy prices, providing cuts to fuel tar-
iffs, paying for shipped gas and giving
handoutsto vulnerable households.

The situation worsened on Monday,
when the Kremlin said gas supplies
through the Nord Stream 1 pipeline
would be suspended until western sanc-
tions arelifted, pushing Europe another
step closer to recession. EU energy

ministers are to gather for an emer-  Several thatriskand findabalancetodeal with  “Germany’sdifficultenergysituation” —  leader has been put under threat. At “The EUI parties were especially vexed by the
gency meeting in Brussels on Fridayto  countries, areal short-term crisis situation.” until the war, Germany was amongthe  the UN’s COP27 climate summit in N European parliament allowing gas and
di i response. includi ingthe EU countries most reliant on Russian ~ Sharm-el-Sheikh, Egypt, in eight weeks, has missed nuclear, under certain constraints, to be
The EU’sreaction to Moscow’s “weap- ~ Germany and Repowering the EU gas —but adds that “it’s extremely diffi-  leaders will again debate the question of its ch labelled as green in the EU’s so-called
onisation” of energy supplieshas been  the Netherlands, Br i how  cult to make any kind of estimate” for  how rich nations — typically the heavi- I ance financial a ification sys-
to propose alevy onnon-gaspowergen-  have allowed much dirty energy will be needed for  howlongthey would be needed. est polluters — will support developing o seta go]d tem aimed at directing investment to
erators, including renewables whichare  the restart of ‘more than just the short term. Emmanuel Dubois-Pelerin, head of countriesinthe climate transition. climate-friendly projects.
benefiting from the high prices, andto  operations at The European Commission said in  utilities for Emea at S&P Global, says he A pledge in 2009 for wealthier coun- standard Laurence Tubiana, an architect of the
ramp up fossil fuel supplies to stop citi- ~ coal power its “RePowerEU” proposalsin May that  had expected more coal power stations  tries to raise $100bn every year in cli- for Paris climate agreement and chief exec-
zens freezing this winter. stations. €210bn was needed both in publicand  torestart giventhe demand. mate financing for vulnerable countries utive of the European Climate Founda-
Seven floating terminals to process  Below:a floating  private financing to wean the EU off The more popular replacement for ~ between 2020 and 2025 has not been sustainable  tion, says: “With gas in the taxonomy,
liquefied natural gas from non-Russian  terminal to Russian energy supplies by 2027, much ~ Russian piped gas has been liquefied met. And the war has complicated the EU has missed its chance to set a
sources are due to come online in Ger-  process of it for renewable energy. Only €12bn  natural gas, a compound vapour cooled  matters further for Europe. Since Russia finance. gold standard for sustainable finance.
many, the Netherlands and between  liquefied natural ~ was earmarked for gas and oil infra-  to -162C and transported in hyper-  invaded Ukraine, the EU has rubber-  Tpysteqd it Instead, it has set a dangerous prece-
Estonia and Finland in time for winter ~ gas from non- structure and fuel to supply it. refrigerated containers on large tanker ~ stamped more in state aid to support 4 dent. Politics and vested interests have
at a minimum total cost of €3.7bn  Russian sources Ember’s analysis, however, suggests  ships. Between May and July, Brussels ~ energy intensive industries and power hasseta won over science.”
between October and March. Atleast19  arrivesin the that more than four times that willbe  announced LNG deals with the US, sectorplayers—about €27bn, according d . . e
more are planned across the EU with ~ Netherlands spent this winter. Qatar, Azerbaijan, Egypt and Israel to  to an FT analysis of commission figures angerous Turning crisis into opportunity
project costs reaching almost €10bnnot 7T mentags Dreamstims The unusually hot and dry summer  increase supplies. The EU agreement — than it paid in climate finance to precedent’ Yet there ishope amid the smog.
including outlay for necessary addi- has worsened the energy outlook. on imports of LNG from the US, for  poorernationsin the whole of 2020. Mohammed Chahim, a Dutch social-
tional infrastructure such as pipelines Dried-up hydropower resources have  example, targeted an extra 15bn cubic The optics for Europe have not ist ber of the parliament
and jetties. Together these will allow for resulted in greater demand for gas. In  metres this year and an increase to at  improved this week. Only two European involved in negotiations on the EU’s cli-
an additional €30bn in imported gas, France, nuclear power plants, already  least 50 bcm each year by 2030.Intotal, leaders attended a climate finance mate proposals this autumn, says even
based oncurrent estimates. under pressure due to widespread Russian natural gas supplies to the EU if burning more coal was an “unavoid-
At the same time, several countries, maintenance closures, havebeenforced  wereabout155bamin2021. able evil” in the short term, in general
including Germany and the Nether- to lower capacity due to a lack of water Exporting countries are eager to lock the crisis had pushed Furopean capitals
lands, have permitted the restart of to cool the reactors. Plants elsewhere  in long term deals, so the EU could be to increase targets for renewable power
operations at coal power stations that have also been affected. reliant on gas for longer than intended, production and energy efficiency tar-
had either gone into disuse or were due Allthe while, Gazprom has continued ~ says Ana Maria Jaller-Makarewicz, gets. The politics was now a question of,
to close — allowing the burning of an P bloc.  Europe energy analyst at the Institute “We tale one step back [but] we want to
additional 13mn tonnes of coal costing According to S&P Global estimates, gas  for Energy Economics and Financial take two very quick steps forward”.
about €4.5bn, Ember estimates. flows from Russia are now around a  Analysis. “We are in a sellers’ market In July, European energy ministers
Officials in Brussels say these are quarter of what they were in the first  right now,” she says. “The worry that signed a hastily agreed deal to volunt-
only stop-gap measures, which will not half of 2021, meeting only about one-  we see [is] that while the contract will arily cut gas use by 15 per cent between
dent the bloc’s ambition to be climate 12th of average European demand. bein place for 20 years, what is going to October and March. In France and
neutral by 2050. Europe’s climate tar- “The perfect storm is an und happen with the d d of gas?” Spain, rules have been introduced
gets “are not postponed or cancelled”, ment for whatis going on,” Brown says. Ember figures also show that 19 tem- limiting air conditioning in businesses
says Virginijus Sinkevi¢ius, European Ember’s numbers rely on projections  porary regasification units known as and ordering that advertising signage
commissioner for the environment. “It of prices for gas and coal over thewinter, ~ FSRUs, which use seawater to reheat the and shop lights be turned off at night.
isimportant to combine use of coalasa  “The which have already risen to record liquid and convert it back inte Germany also enacted a plan, which
last possible alternative with a ii levels, and on estimates of project costs ~ gas, are planned across Europe — com- started last week, that prevents corp-
up of energy efficiency projects and Challenge based on publicly available information  ing online between October and 2028, orate officesbeing warmed above 19C.
development of renewables.” for officials and lease costs for gasterminals. as well as seven permanent onshore  summit in Rotterdam despite seven Ember’s analysis suggests the decline
The EU is making efforts to cut Coal was not mentioned in the May inals. African presidents making the trip. in emissions resulting from cuts to gas
demand, ranging from limits to heating {5 to ﬁnd a announcement. But Germany, the Many policymakers and those invest- Klaus Rohrig, EU climate and energy usage should be enough to cancel out
to turning off public lights at night. And Netherlands, Greece and the Czech  ingin LNG assets argue that the infra-  policy co-ordinator at Climate Action thelevel of increased coal use suggested
the European parliament is due to vote balance to Republic have either permitted coal structure can be adapted to green Network Europe, says thatwhile there is in RePowerEU.
on proposals next week to increase its deal witha plants to increase production or hydrogen, a way of storing and trans-  positive news that Europe’s long term The wake-up call for better domestic
goal for renewable energy from 40 per restarted mining operations. porting energy generated through climate goals are still intact and not yet energy security has also pushed coun-
cent of power generation to 45 per cent real Shor[ EPH, the Czech-based energy com-  renewables, and there are promising  under threat, the war has introduced tries such as Poland, which previously
by2030. .. pany that has fired up mothballed coal  projects testing the possibility such as  “elements that could undermine the resisted emissions targets, to come on
But analysts fear some of the bloc’s term crisis plants such as Mehrum in Germany, one run by the German group Eonin  EU’sleadership onclimate”. board. Eastern European countries that
investmentsincoaland LNGcouldyoke  gityiation’ says it was “pleased” to have its plants ~ North Rhine-Westphalia. Réhrig points to how the EU waived had opposed elements of the EU’s cli-

it to fossil fuels for longer than planned,

back up and running to help solve

But several analysts and climate

its “do no significant harm™ principle,

mate goals when they were first pre-
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Sarah Brown, senior energy analystat
Ember, describes the number of LNG
terminals coming online as “a knee-jerk
reaction that could result in long term
lock-in that is expensive and unneces-
sary”, particularly as supplies through
existing terminals in the EU could have
been increased.

“Once that infrastructure is in place,
the companies owning those assets will
want to make sure they utilise them as
longas possible to make sure they geta
return on investment,” says Jan Rose-
now, director of European Programmes
at the Regulatory Assistance Project, a
non-governmental organisation focus-
ing on the clean energy transition. “The

Fossil fuels and renewables have both picked ‘
up as hydro and nuclear output fall

‘Year-on-year change in electricity generation in EU countries,
by fuel type, Jan-Aug 2022 (TWh)

Solar
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EXpErts Warn that It 1S diSIMgentous o
suggest that this is an easy solution.
There s not enough renewable capacity
to create the levels of green hydrogen
required, and it is yet to be proven that
gas infrastructure can be easily retro-
fitted for transport of pure hydrogen,
whichis highly volatile.

“The story that gas infrastructure can
be converted to hydrogen or biometh-
anelater isrisky,” says Rosenow.

Not casy being green

In the rush to build up fossil fuel
resources, climate lobbyists, think-
tanks and NGOs fear that the credibility
of Europe, the world’s third-largest
emitter of greenhouse gas emissions
behind the US and China, as a climate

FINANCIAL TIMES

WNICh Sets out that No Investment
should harm any of the bloc’s core envi-
ronmental objectives, to allow more
funding of fossil fuel projects in its May
RePowerEU proposals.

He also notes that to help finance
the programme, Brussels plans to sell
€20bn of additional carbon permits
normally bought by polluting compa-
nies to cover the cost of their emissions.

“It would be using climate policy to
generate [additional] income, whichisa
dangerous precedent,” Rohrigsays.

‘When the idea to use revenues from
the sale of the permits was first
reported, the carbon price dropped
almost 8 per cent, according to Ember’s
carbon price tracker.

Environmental groups and green

sented, passed Its 2030 Targets without
opposition at a council in June, one sen-
ior EU official notes. “This is where the
energy crisis has helped us.”

Whether the current energy crisis
affects climate targets “all hinges on
whether we can unleash the renewable
revolution”, says the EU official. “If we
are talking about burning coal for five to
six yearsitbecomes more tricky”

i icius, the EU issi
says that if European policymakers look
beyond the current crisis they will real-
ise they have “no choice but to make the
greentransition”.

“EU leaders cannot afford to be com-
placent about climate change when citi-
zens are being evacuated from their
homes due towildfires and floods.”

Wednesday 7 September 2022

The FT View

FINANCIAL TIMES

‘Without fear and without favour’

ft.com/opinion

Kenya shows institutional strength but Ruto must deliver

The next president should
prove doubters wrong by
focusing on ordinary citizens

The glass-half-full version of Kenya’s
latest election goes like this: the east
African country has just pulled off a
largely peaceful process with almost
none of the violence that scarred the
2007 presidential contest. Then, hun-
dreds died after a disputed result. This
time, asin2017 when the supreme court
made history by annulling the vote, the
judiciary settled the matter.

The supreme court confirmed last
month’s finding of the electoral com-
mission that William Rutowon the pres-
idential contest of August 9. Petitions
suggesting foul play were “hot air”, it
said. Raila Odinga, the veteran politi-
cian and establishment candidate, had
to grudgingly accept defeat. In a system
where winners can — and usually do —
take all, the fact that political heavy-

weights must abide by the rulingof an
independent judiciary is something to
celebrate.

The glass-half-empty case is no less
easy to make. There are many reasons
to be nervous about a Ruto presidency.
Itwas only a few years ago that he faced
charges at the International Criminal
Court in The Hague for his alleged role
in orchestrating the violence that fol-
lowed the 2007 election, charges he
denied. The case subsequently col-
lapsed, though not before a number of
key witnesses changed their stories.

Nor does Ruto’s real story exactly
match the “outsider, hustler” image he
has so carefully curated. Over his long
political career, he has found time to
amass a fortune from business. As Presi-
dent Uhuru Kenyatta's deputy for a dec-
ade, he was part of an administration
that was widely accused of allowing cor-
ruption torunrife.

Ruto was also part of a government
that spent lavishly on white elephant
projects, most notably a $4bn standard

gauge railway from Mombasa to Nai-
robi. Theline proved soexpensive thata
planned extension to the Ugandan bor-
der was abandoned. Projected volumes
of cargo traffic have never materialised.

Borrowing for that and other flights of
fancy has put the government in hock,
largely to China. Fiscal room to spend on
grassroots services has been reduced. A
possible debt crisis looms. Though
Kenya is a middle-income country, it
has not made as much progress as simi-
larly placed nations, such as Ghana, in
eradicating poverty. Too many hard-
working Kenyans are looking for work
— and even food. A worrying feature of
this election was how few young people
registered tovote.

still, Kenya has much going for it. It is
one of Africa’s most dynamic countries,
an early adopter of mobile money and a
flourishing hub for start-ups. It has
plenty of renewable energy, including
deep reserves of geothermal power, and
could become a pioneer of green transi-
tion if it can set the right incentives. Its

population is well educated, makingita
plausibl did industrialisation
and economictake-off.

Yet Kenya's governing class has never
displayed the joined-up thinking that
could translate this potential into trans-
formative growth. Democracy must be
more than a modestly transparent con-
test every five years. It is the scope for
participation and accountability
between elections that keeps politicians
honest and focused on delivering for
ordinary people.

On a continent with popular hunger
for democratic government, Kenya is a
key standard bearer. There have been

teps forward in Africa, includi
last year’s Zambia election where the
incumbent president lost. But there
have been more steps backward, nota-
bly in west Africa, where generals have
seized power in several countries.

Kenya's political system, imperfect
though it is, has the chance to demon-
strate democracy’s upsides. It must
deliver — orrisklosinglegitimacy.

Energy crisis

A health timebomb for
Britain's most vulnerable

Andy Carier

Anjana
Ahuja

he constant swirl of cold
and damp can make for
an early grave. More peo-
ple expire in the winter
than in warmer months
due to an increase in heart attacks,
stroke, respiratory disease (including
Covid), flu, falls and hypothermia.
The approaching change of season
coupled with the prospect of soaring
energy costs prompted researchers to
warn last week of an impending “pub-
lic health and humanitarian crisis” as
people struggle to heat their homes.
Sir Michael Marmot, a health equity
researcher at University College Lon-
don, together with paediatricians lan
Sinha and Alice Lee at Alder Hey Chil-
dren’s Hospital in Liverpool, wrote in
the British Medical Journal that the
health consequences will be felt not
just by the elderly but also by the

young, whose maturing respiratory
systems may be impaired for life.
Without immediate political inter-
vention (new prime minister Liz
Truss has promised action on energy
bills this week) the crisis threatens to
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raising heart rate and blood pressure;
changesin the blood itself can increase
the risk of clots. The elderly are also
more vulnerable to flu. Excess deaths
are not restricted to sub-zero snaps:
most happen when the outdoor tem-
perature is between 4C and 8C, with
risk rising as temperature falls. Guid-
ance from the UK’s National Institute
of Health and Care Excellence advises
heating homes to at least 18C. For peo-
ple who live in the coldest 10 per cent
of homes, it also notes, the death rate
rises by about 3 per cent for every
degree drop in outdoor temperature;
in contrast, for those in the warmest
10 per cent of homes, itis closertoa1
per centrise per dropped degree.

While the old show cardiovascular
stress, the young respond differently,
says Sinha, who co-authored the BMJ
article: cold air irritates the airways,
causing wheezing and asthma attacks;
chilly homes also increase the spread
of viral infections that can progress to
pneumonia, with repeat infections
sometimes inflicting permanent res-
piratory damage. Worryingly, babies
in cold environments use their energy
to keep warm at the expense of devel-
oping healthy brain tissue, lungs and
other organs, he tells me. That setbaclc
may not become apparent until later:
longitudinal studies suggest that chil-
dren with compromised lungs and air-
ways are more likely to develop
chronic disorders such as bronchitis
and emphysema as adults. Allowing
infants to shiver during this critical
window of development is not only
immoral but risks creating a time-
bomb of respiratory ill-health.

Rising energy costs also place addi-
tional physical and mental health bur-
dens on those least able to shoulder
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Politicians face no easy options trying to contain the gas price

There is widespread support for
Professor Thomas Laudal’s call for
political intervention to set energy
prices (Letters, September 1).

In the case of electricity prices,
changing a framework where
electricity prices in many countries are
set by the gas price could result in
significant reductions. It is gas prices
‘which present the greatest challenge
for governments.

The prospect of widespread suffering

multiyear period, looks to be
prohibitive. Windfall taxes are a
popular solution but could drive gas
and power investments to other parts
of the world. Efficiency and renewable
energy investments are obvious but
longer-term solutions, although the
level of any cap should continue to
incentivise both.

An EU-imposed cap on the price of
gas on the Dutch Title Transfer
Facility, a virtual trading point for

trading markets would allow Asian
buyers to attract supplies of LNG — the
main substitute for diminishing
Russian gas — away from Europe by
offering slightly higher prices. All of
this points to the need for diplomacy if
there is to be any chance of a unified
price position.

A UK-EU agreement looks difficult
enough but might pale into
insignificance compared with the task
of an EU agreement with major Asian

of two and possibly up to five years.
‘When the market rebalances and
prices fall to more normal levels, it is
not likely that previous market
hanisms can be easily rei
This will not prevent governments
from taking action if energy prices
threaten their electoral prospects. But
such actions will have longer-term
consequences and could signal the end
of the liberalised and competitive
European gas market which took 30

for a range of customer groups leadsto | natural gas in the Netherlands, would LNG importers, especially China. years to create.

agreement that “something has to be need to be matched by a similar cap on Professor Laudal talks about putting | Professor Jonathan Stern

done”. But what? The cost of support the UK’s National Balancing Point to “the market mechanism to one side Distinguished Research Fellow

via government subsidies, requiring prevent flows between markets. temporarily”, but gas price controls Oxford Institute for Energy Studies
significant additional taxation over a However, a cap on Europes maingas | may need to be in place for a minimum | Oxford, UK

Those 1930s comparisons | gawx Another myth-busting The Greens go further
may prove too optimistic fact about share buybacks | than Labour or Lib Dems
Professor David Blanchflower and Michael Mauboussin has written an Camilla Cavendish (Opinion, August
colleagues suggest that we may be in dmirable piece on the 20) i the FT’s leading role in
for a slump like the 1930s (Letters, surround share buybacks (Opinion, deconstructing the continuing disaster
‘August 31). Unfortunately, I would September 1). of under-investment, profiteering and

disagree. The coming slump could be
‘worse than the 1930s.

Despite the poverty in places like
Jarrow, Britain still retained colossal
advantages before the war. We had
self-sufficiency in energy from coal for
steam power and electricity
generation, and an empire to tap for
food, raw materials and markets. The
south of England and parts of the
Midlands saw a long construction and
economic boom, in the building of
“Bypass Britain”. The result was that
‘total manufacturing output in the
period 1924-37 rose faster than in the
Victorian heyday.

To replicate this today we would
need to release developmentin the
south through pesitive planning, using
development corporations; move much
faster on insulation, green power and
tidal energy storage (especially in the
north); and restructure and power up
the north and Midlands economies,
‘bringing back well funded and
organised regional development
agencies.

I'm not sure politicians yet
appreciate the magnitude of the task,
nor the weakness of our present state
institutions.

1t is one thing to make speeches
about the importance of economic
growth, quite another to secure it.
Professor Ian Wray
Heseltine Institute for Public Policy,
Practice and Place, University of Liverpool
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“HE PROMISED Liz TRUSS
His FuLt SuvPPorRT "

Swedish PM’s Chinatowns
quip at odds with the data

1f sweden's prime minister Magdalena
Andersson were familiar with crime
statistics by immigrant groups, she
would not take the view that her
country would be better off without its
Chinatowns (“Sweden playground
shooting shapes voter concerns”,
Report, September 3).

The Danes have collected (and
published) data on criminality by
immigrant groups. A 2016 study by the
Danish national statistical office shows
that first generation Chinese
immigrants have criminality rates
more than a quarter below the Danish
average. Based on patterns for other
East Asian immigrant groups and in
other geographies, criminality rates
wurill Fall £ Lace #ham half +ha Laval far

To his list, I would add one more: the
myth that, in the US, buybacks were
illegal or uncommon before 1982. In
fact, while not as common as they are
today, they were a frequent occurrence
throughout the 1950s, 60s and 70s.
They were also a common topic of
academic research during that period;
a search on Google Scholar for “share
repurchase” from 1934-1982 returns
hundreds of papers.

Leo Guthart, then a doctoral
candidate and faculty member at
Harvard Business School, appears to
have been the first to notice the
growing trend. In 1965, he wrote an
article in the Harvard Business Review
analysing stock buybacks on the New
York Stock Exchange from 1954-1963,
noting that buybacks had risen from
roughly $300mn in 1954 to $1.3bnin
1963. In 1967, he followed up by
reporting that in 1965 repurchases had
actually exceeded new issues — the
total equity capital of American
companies had declined.

Other academic studies followed but
much of this was rather dry work on,
for example, optimal capital structures
and signalling effects. The wall Street
Journal occasionally reported on the
trend, while frequently carrying share
repurchase announcements. A 1969
article noted that when companies had
locked in low borrowing rates, it was
Dbetter for the shareholders to buy back
shares than to repay debts.

Tha T1Q Cammitias and Bvrhanma

financial engineering in England’s
water companies.

The problem, however, is not just in
water, but the entire privatisation
model that has seen large sectors of the
economy turned into cash cows rather
than providers of essential services —
as the FT has also been a leader in
pointing out in the care home sector.

The Big Five energy companies -
British Gas, E.on, EDF, Scottish Power
and Ovo — have paid out £23bn in
dividends over the past 10 years, and
now both Labour and the Liberal
Democrats are planning on injecting
massive sums into them to keep the
energy price cap at current levels.

But that fails to address either the
structural problems or the crushing
financial problems facing households,
businesses and public institutions such
as schools and hospitals this winter,
even with energy prices at current
levels.

That’s why the Green party is calling
also for nationalisation of the Big Five,
and for the price cap to be set back to
October 2021 levels. Funding would
come in part from ending, as other
opposition parties also want, the
massive, climate-busting investment
relief loophole in the oil and gas profits
levy.

Natalie Bennett
Green Party Peer
House of Lords, London SW1, UK

When a ronmtru acnirec fn
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that will widen i li
and shorten lives. That would be
unforgivable, given this comes on
the heels of a pandemic which has
already disproportionally hit the most
vulnerable.

The association between cold

alreadymure likely tolive in cramped,
poorly insulated housing in areas with
high pollution. These factors, along
with food poverty, collectively chip
away at health: the children who
attend Alder Hey's respiratory clinic
live in some of England’s most

weatherandani riskof death
is captured in the Office for National
Statistics’ “excess winter mortality”
figures. These compare the number of
deaths over a winter period, from
December to March, with those aver-
aged over the two non-winter periods
bookending it. In the 2020-2021 sea-
son, excess winter deaths numbered
about 63,000 in England and Wales, a
record high due to Covid. For the 10
years prior, the figure ranged between
about10,000 and 50,000.

Those may be undercounts: a recent

i
death data between 2000 and 2019 to
local temperature suggests that, in
England and Wales, there was an aver-
age annual excess of 800 heat-related
deaths and 60,500 linked to cold. Most
of these happen in the over-75s. The
heart must work harder in the cold,

Wednesday 7 September 2022

deprived
true Conservative aim, then the gov-
ernment has a duty to minimise these
stresses, rather than compounding
them by allowing warmth to become
anunaffordable luxury.

The researchers favour a lowered
energy price cap, funded by a windfall
tax instead of tax cuts. Sinha said he
could envisage doctors prescnbmg

All pages from Financial Times (Asia), Wednesday, September 7, 2022
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extra heating, as has been
“but it would be much better for peo-
pletobe able to pay their bills”

Despite the scientific evidence that
every degree matters, many families
are now preparing to turn down the
thermostat. If Truss wants to protect
the health of the vulnerable, she
must turn up her financial response
without delay.

The writer is a science commentator

the Danish populauun as awhole, for

Is it time for a windfall second generation Chinese immigrants.
= This phenomenon holds in Sweden as
tax on the big banks too? | [/ Not al immigration s equal.
Helen Thomas makes some points Kai L Chan
about the asset side of the balance Abu Dhabi, United Arab Emirates
sheets of big banks (“Living standards . .
If levelling-upis a shock puts lenders to the test”, A misreading of Beijing’s
Opinion, September 2). But the liability . s s
sie alse nouds th be considered. south-east Asia ambitions
The Bank of England’s higher You devote a half page article to the US,
interest rates approach to dealing with | China and south-east Asia without
inflation forces both borrowers and 'once mentioning the issue of China’s
depositors to suffer, yet allows the big execution of its claims over the South
‘banks to increase their margins. China Sea, despite most of that sea
The big banks offer very low deposit | falling within the internationally
rates to mdmdua]s and small and acknowledged exclusive economic
d enterpri zones of Vietnam, Indonesia, Malaysia
Appamnﬂy this reflects the hquldlty and the P}u]lppmes (Report,
providedasa 5).
quantitative easing. ‘This Chinese expansion, starting in
1f the big banks do not need to the 1990s, long predates the rise of
compete with National Savings and ‘US-China confrontation over Taiwan.
Investments, the state-owned savings Your article shows a classic of
‘bank, should their increasing margins western media inability to see issues
‘e considered “windfall profits” and other than through its own current
taxed accordingly? US ws China prism.
Charles Fairhurst Philip Bowring
London W8, UK ‘Hong Kong
* FINANCIAL TIMES

Commission appears to have lmdfew
concerns about share repurchases. No
one seems to have thought the practice
‘was remotely illegal or manipulative,
although there were certainly calls for
more disclosure. The SEC did
complain, however, when companies
‘were repurchasing shares at the same
time as they were issuing shares. For
example, in 1966 the SEC sued the pulp
and paper company Georgia-Pacific for
repurchasing shares at the same time
as it was using shares for acquisitions.
This was deemed unfair to those selling
their companies to Georgia-Pacific.
From a certain perspective, the 1982
introduction of rule 10b-18 was a

"
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greatness, a rebrand helps

Gideon Rachman considers “how do
you define a great country” with
reference to Donald Trumps Ppromise
to make America great again, Xi
Jinping’s “great rejuvenation” of China
and Vladimir Putin’s desire to restore
Russian greatness (Opinion,
September 6).

Well, they could steal a trick from
the marketing profession with a simple
rebranding — and not without
precedent. Witness Great Britain.
Paul Barrett
London SW4, UK

tightening, enactinga number of Yes, we all recall that comic

restrictions on companies, such as - e 0

limiting the amount of volume they line from “The Graduate’

could buy every day and banning them | A small error needs correcting in Bruce

from trading at the market open. Fein’s letter comparing the US and

Inno waywasthe rule change a Chilean constitutions (September 2).

of stock buyback lad the great British liberal

simply because buybacks were never statesman (1809-98), was never “Lord

illegal beforehand. They were already Gladstone”. He remained plain

an everyday occurrence. “mister” until his death.

Joseph von Zanten Allen Bass

King’s College London, London W2, UK Cork, Ireland

Opinion

Janan
Ganesh

ge impairs the body but

frees the tongue. Joe Biden

proves both points. The

man who looks each one of

the 80 years that he will
clock up in November has acquired the
cussed candour of the old.

The beliefs of Donald Trump add up
to “semi-fascism”, says the US pres-
ident. Much of the Republican party
is a menace to the “foundations of our
republic”. “Whose side are you on?”,
asks Biden, with the stark dualism
that he used to avoid in favour of cross-
partisan bonhomie. Here — say the

Biden was right to ring the alarm for democracy

scandalised, some of whom are liberals
—isapresidentin divisivemood.

No, justa realistic one. True, the mise-
en-scéne of his Philadelphia speech last
week, with its flanking US Marines,
was weird. He too often conflated anti-
Democrats with anti-democrats. But
the speech did not create a divide. It
acknowledged one that already exists.
The alternative — exhorting national
unity — has been tested to destruction.
“There is not a liberal America and a
conservative America”, said Barack
Obama in 2004. Yes, there is. “Let us
listen to one another,” said Biden him-
self at his inauguration, as though no
one had thought of that before. This
stuff won'tdo anymore. A fact of Ameri-
can life since the 1990s is that a large
minority of voters struggles to accept
the legitimacy of any Democratic pres-
ident. Appealing to a phoney together-
nesswhile this goes on is untenable.

Soisthe notion that Biden’s own party

has an equal and opposite extremism.
This was the other line of attack against
the Philadelphia speech: its supposed
hypocrisy. Well, perhaps one day the
Democrats will pose a Trump-sized risk
‘to the US system. Their openness to the
cultural hard left is troubling. Nothing
in the history of America (or Germany
or France) suggests the right has a

Appealing to a phoney
togetherness while
acknowledging there is
adiv

ide is untenable

monopoly on political violence. For
now, though, the Democrats are a
party with some wild activists and
cockamamie ideas. It is not one whose
leaders are at odds with the rules of the
political game. As such, no equivalence

that is drawn between them and
the Republicans survives a moment’s
inspection. There is a point at which
even-handedness crosses the line into
something more like nihilism.

You can’t persuade people by scolding
them, commentators have told Biden
since Philadelphia. True. But then what
does persuade them? It is sweet to think,
as some do, that if he tacked right or
talked up his Catholicism more, deep-
Red America would meet him halfway
in a “cultural truce”. Certainly, he has
governed too far to the left for swing
voters. But the militant right? Is sub-
stance what upsets them? The Capitol
siege happened before he was even
inaugurated. His legitimacy was ques-
tioned before he took a single executive
decision. And the president who felt the
first modern blast of rightwing rage, Bill
Clinton, was a budget-balancing south-
erner and crime hawk.

People will go to heroic effort to

rationalise populism: to establish cause
and effect, the better to find a fix. The
first winner of this intell l wild

in Philadelphia was shocking, it was
because it came from a man who was
1

goose chase was the theory of legitimate
economic grievances. In the media,
circa 2017, it launched a thousand vox
pops of patrons in rustbelt diners.
(Hadn't they endured enough?) But it
could never explain why prosperous
counties backed Trump, or why poor
whites stuck with him after he blew so
much legislative capital on tax cuts for
high earners.

Thelikelier answer is — isn’t it? — that
a third or more of the electorate is
simply unreachable. If so, isn’t there
value in some presidential frankness
about the scale of this problem? The
newly truculent Biden sees things
more clearly than the damp-eyed back-
slapper of yesteryear, who held every-
one in Washington to be a decent cove
and put mawkish trust in the essential
oneness of the nation. If his speech

And still it wasn’t stark enough. He
exonerated the “majority” of Republi-
cans of anti-democratic impulses. Well,
a supermajority of GOP voters believes
the 2020 election was a fix. Nor was it
a fringe of Republicans in the House
of Representatives who voted not to
certifyit.

What stands out about criticism of the
speech is not its vehemence. It is its
innocence. The implication is that man-
ners and tone can still save the day: that
amore emollient president can avertan
acute civic crisis. But if that were true,
the US would not be in this state. For
decades, well-meaning leaders have
appealed tonational unity. All the while,
the nation has splintered. Biden’s crime
was to stop pretending.

janan.ganesh@ft.com

Furope can —
and must — win
the energy war

Martin Wolf

Victory will be costly, but adjustment
and co-operation can free the
continent from Russia’s chokehold

urope will be forged in crisis

and will be the sum of the

solutions adopted for those

crises.” These words from the

‘memoirs of Jean Monnet, one
of the architects of European integra-
tion, echo today, as Russia closes its
main gas pipeline. This is surely now a
crisis. Whether Monnet’s optimistic
perspective prevails, we do not know.
But Vladimir Putin has assaulted the
principles on which postwar Europe was
built. Hesimply has to be resisted.

Energy is a vital front in his war. It will
be costly to win this battle. Yet Eumpe
can and must free itself from Russia’s
chokehold. Thisis not to underesumate
the chall Capital
that at today’s prices the worsening of
the terms of trade would amount to as
much as 5.3 per cent of Italy’s gross
domestic product over a year and 3.3
per cent of Germany’s. These losses are
bigger than either of the two oil shocks
of the 1970s. Moreover, thisignores the
disruption to industrial activity and the
impact of soaring energy prices on
poorerhouseholds.

Itis inevitable, too, that sharply rising
energy prices will lead to high inflation.
The experience of the 1970s indicates
that the best response is to keen infla-

argu

dative monetary policy means thata
recessionisinevitable.

Difficult though the future looks,
there is also hope. As Chris Giles has
written: “There is virtually no way to
escape a Europe-wide recession, but it
need be neither deep nor prolonged.”
The likelihood of a recession has proba-
bly risen further since then. But work by
IMF staff shows that substantial adjust-
mentis feasible, evenintheshort run. In
the lung run, Europe can dispense with

Putin will lose if
onlyholdon.

Arecent paper from the IMF points to
the potential role of the global hqueﬁed
natural gas market in cushi

The terms of trade shocks in Europe are The eurozone is likely to be heading for EU and Asian gas markets are already
large even by the standards of the 1970s another recession highly integrated
Three terms of trade shocks in oil and gas (as a % of GDP) Real GDP (Q1 2008=100) Gas prices ($ per million biu)
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shock to Europe. European lmegratlon
within global LNG markets is imperfect,
butsubstantial. (See charts.)

The paper concludes that a Russian
shut-off would lead to a decline in EU
gross national expenditure of only
about 0.4 per centa year after the shock,
once one takes the global LNG market
into account. Without the latter, the
decline would be between 1.4 and 2.5
percent. But the former, while far better
for Europe, would also mean higher
prices elsewhere, especially in Asia. The

i fall of 04 per cent alsoj
demand-side effects and assumes full

cent in 2024. IMF work on individual
EU countries also concludes that Ger-
many would not be the worst hit mem-
‘er state. Italy is still more vulnerable.
But the worst hit are going to be Hun-
gary, the Slovak Republic and Czechia.
The big lesson of the oil shocks of the
1970s was that by the mid-1980s there
‘was a global glut. Market forces will
surely deliver the same outcome in
time. The short-term impact will also be
manageable. The needed actions are to
cushion the shock on the vulnerable and

encourage needed adjustments, w]nch
might include of

shared predicament. But it is also true

gasfields.

Ursula von der Leyen, European
Commission president, has asserted
that the aim of pelicy should now be to
reduce peak electricity demand, cap the
price on pipeline gas, assist vulnerable
consumers and businesses with windfall
revenue from the energy sector, and
help electricity producers facing liquid-
ity challenges caused by market volatil-
ity. All thisis sensible, so far asit goes.

A crucial aspect of this crisis is that.

that individual bers not only face
challenges that differ in severity, but
also possess substantially different fis-
cal capacity. If the eurozone is to get
through this challenge successfully, the
question of sharing fiscal resources will
again arise. It will ultimately be unsus-
tainable to expect the European Central
Bank to be the main fiscal backstop in
such a crisis. Yet if weaker countries
‘were to be abandoned, the political con-
sequenceswould be dire.

At least two further bie issues arise.

Europeans will rightly neither forget
nor forgive if she chooses the latter in
this hour of need.

The second and far bigger issue is cli-
mate change. As Fatih Birol of the Inter-
national Energy Agency writes, this is
nota “clean energy crisis”, but the oppo-
site. We need far more clean energy,
both because of climate risks and to
reduce reliance on unreliable suppliers
of fossil fuels. We learnt this lesson in
the 1970s. We are learning it again. The
case for an energy revolution has
become stronger. not weaker.

https://digital.olivesoftware.com/olive/odn/ftasia/printpages.aspx?doc=F TA%2F2022%2F09%2F 07 &ts=20220906195320&uq=20220804103507
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tion firmly under control, as the Bun-
desbank then did, rather than allow des-
perate attempts to prevent the inevita-
ble reductions in real incomes to turn
into a continuing wage-price spiral. Yet
this combination of large losses in real
incomes with less than fully accommo-

integration of global markets. For these
and other reasons, the actual impact
will surely be far greater.

Another IMF paper suggests that,
with uncertainty added, Germany’s
GDP could be 1.5 per cent below baseline
in 2022, 2.7 per cent in 2023 and 0.4 per
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If the eurozone is to get
through this challenge, the
question of sharing
resources will again ar

fiscal

1s€

like Covid, but unlike the financial cri-
sis, almost all European countries are
adversely affected, with Norway the big
exception. In this case, above all, Ger-
many is among the most vulnerable.
This means that the shock, and so also
the response, are in common: it is a

The narrower one is the role of the UK
under its new prime minister, Liz Truss.
She has an immediate choice: to mend
the country’s fences with its European
allies in response to the shared threat of
Putin, or to break the treaty her prede-
cessor made to “get Brexit done”.

How Europe responds to this crisis
will shape its immediate and longer-
term future. It must resist Putin’s black-
mail. It must adjust, co-operate and
endure. That s the heart of the matter.

martin.wolf@ft.com

1 a world beset by multiple crises,

officials may be looking past the

‘biggest threat of all: China. The talk

among central bankers at the Jack-

son Hole Federal Reserve Confer-
ence focused on inflation and rising
interest rates. Absent was any mention
that just 10 days beforehand, the Peo-
ple’s Bank of China did exactly the oppo-
site, unexpectedly cutting its key inter-
estrate.

China is beset by three distressing Ds:
debt, disease and drought. They belie a
slowdown that is not raising sufficient
alarm bells among investorsand policy-

Ignoring China’s disastrous ‘three Ds” could be a global risk

makers. China remains heavily inte-
grated into the global supply chain and
is a potential driver of global demand as
one of the biggest markets for foreign
goodsand services.

But economic news from China has
gone from bad to worse. Manufacturing
contracted in July, retail sales, indus-
trial output and investment all slowed
and youth unemployment reached
nearly 20 per cent. There has been a
record outflow of portfolio investments
via the Stock and Bond Connects. More
than 20 per cent of American multi-
nationals are pessimistic about the five-
year business outlook, more than dou-
ble the percentage last year, according
to aUS-China Business Council poll. The
median 2022 GDP forecast was recently
cut to 3.5 per cent, in a country that was
growingat 6 per cent two years ago.

The pessimism iswarranted. The first
Dhitting China — debt — ishardly anew
phenomenon. But this time it's concen-

trated in the real estate sector, which
contributes roughly 20-30 per cent of
GDP and accounts for 70 per cent of
household wealth, 60 per cent of local
government revenues and 40 per cent
of bank lending, TS Lombard has calcu-

Disease, drought and debt

belie a slowdown that is

not being taken seriously
enough by investors

lated. Home prices have fallen for 11
consecutive months, homebuyers are
boycotting mortgage payments for
unbuilt properties and more than 30
real estate companies have defaulted on
international debt.

The policy response has been rate
cuts and a fiscal stimulus focused on
easing liquidity for property developers

and boosting funding for infrastructure.
This won't do the trick. The money
supply expanded but credit slowed
sharply in July, suggesting China is
stuck in aliquidity trap. Banksare being
pushed to lend while demand for loans
has plummeted. The fiscal measures
to support infrastructure spending are
unlikely to offset the property slump.
The central government’s balance
sheet is relatively clean, with a debt-to-
GDP ratio of roughly 20 per cent. It
could insist state-backed institutions
lend to property developers and then
bail them out, reducing the risk of cas-
cading defaults. But that only postpones
the reckoning and creates the kind of
moral hazard President Xi Jinping
wants to avoid. So China must drive
growth via consumption, rather than
through real estate or investment. This
will take time and requlre reducing
national savings by ing a social

housing, education and transport. At
the same time, the property sector’s
drag on growth is intertwined with the
other two D’s: disease and drought.
China continues to pursue a zero Covid
policy even as exposure to the \nrus has
ded to all 31 mainl;

Morgan Stanley notes that mnrethanls
per cent of GDPis currently under some
form of lockdown, with Shenzhen and
Chengdu affected in the latest wave.
That has weakened consumer and busi-
ness confidence, spending and borrow-
ing — which won’t be compensated by
mildlylowerinterest rates.

Property developments and infra-
structure spending cannot be com-
pleted or boosted when a city is shut
down. A lack of herd immunity due to
less effective Chinese vaccines and rela-
tively low immunisation rates among
the elderly mean a much harder transi-

safety net with subsidies for healthcare,

* FINANCIAL TIMES

on top of e'verythmg, drought has

brought the Yangtze River toits lowest
level since records began in 1865. Nearly
90 per cent of China’s electricity supply
requires extensive water resources and
blackouts are causing temporary fac-
tory closures, further disrupting domes-
tic and global supply chains. Since six of
the areas struck by drought accounted
for roughly half of China’s rice output
last year, theimpact on food supply will
besignificant.

The stimulus so far rests on credit
expansion, delaying the inevitable
adjustment and ultimately making it
more painful. Covid is likely to surge
this winter. Droughts may continue to
reverberate through the economy as cli-
mate events become more common. All
these factors point to the worrying pros-
pect of a fourth D: China propelling us
allintoa new global downturn.

The writer is a senior fellow at Brown Uni-
versity and global chiefeconomist at Kroll
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Truss energy plan:
hard cap, soft soap

Let us hope that Liz Truss savoured
her honeymoon period as the UK’s
new prime minister; it lasted several
seconds at least. Her urgent priority
was to sketch out an emergency energy
plan. Itis intended to cap energy bills
at about £2,500 per household for each
of the next two years.

This would be expensive — more
than £100bn supposedly. Lex
estimates the cost at £75bn for one
winter alone, in a scenario of

practical ones. Nor has the government
mentioned incentives for consumers to
save energy. In national budgeting as in
government, collective responsibility is
generally a poor substitute for the
individual kind.

ADT/State Farm:
to affinity and beyond

Nine out of 10 satisfied customers
sounds like a good business. But
success ultimately depends on how
much it costs to reel in a customer.

gy
prices. It would be a worse error to
underplay the threat to wellbeing from
unaffordable household energy costs.
Pandemic-era weapons are at hand: big
state guarantees whose long-term cost
will soften short-term shocks.

The plan dispels calls for windfall
taxes with a far more sweeping
intervention in energy markets.
Capping energy prices requires the
government to recompense lost cash
flow to energy suppliers that might
otherwise collapse. Britain’s largest
energy distributor, Centrica, has been
talking to its banks about billions in
pre-emptive financing. Other suppliers
in Europe have received state bailouts.

A starting point for estimating the
cost of UK state support is the current
price cap on domestic electricity
and gas. This sets no hard ceiling on
household costs as the new cap would.
Instead it is set to leap 80 per cent next
month to an average of £3,549 ayear.

Assume that the floating price cap
rose with wholesale energy costs over
the next year. It would peak at an
average of £6,616 by April then fall to
about £5,900 in the next quarter,
according to estimates from Cornwall
Insight. Weighted by demand each
quarter (60 per cent in the winter
ones) the cost of the covering energy
companies for their losses above the
hard cap would reach £75bn.

Residential demand accounts for
less than 40 per cent of the total. If
our estimate included equivalent price
protection for business, it would soar to
£188bn for one year. Business is thus
likely to receive less state support.

‘Truss appears set on giving high-
income, high-consumption households
price protection alongside low-income,
low-consumption peers. Political
motives are doubtless at play alongside

US h rity system titan ADT
has forged a new partnership with
State Farm that it hopes will help.

The homeowner-insurance mainstay
will invest $1.2bn in ADT at 2 modest
premium to the current trading price.
In exchange it will own 15 per cent of
ADT. ADT says State Farm’s millions in
policyholders will expand its own
customer base. This partnership comes
just two years after Google made a
similar deal, offering its Nest doorbells
as another hook to snag new users.

In the intervening 24 months, ADT’s
stock price has stayed flat.
superficially, home security appears to
be a cash machine with monthly
revenue producing nominal ebitda
margins of more than 50 per cent. But
each new customer costs an estimated
$1,500 in upfront investment by ADT.

‘Annual attrition is a shade over 10
per cent — a figure that has dropped
from more than 15 per cent a few years
ago — implying an average customer
llfe of just under a decade.

ing to ADT’s own.
the annualised cash internal rate of
return of a customer comes out to
nearly 30 per cent. But cash flow
growth, the true driver Dfanslngsmnk
price, is elusive. In ADT’s most recent
quarter, its metric of recurring
monthly revenue rose only 5 per cent.

Telecoms business, even Netflix,
have far less churn and better net
growth prospects. That leaves ADT
chasing new customers through blue-
chip partners. ADT shares are down a
third since their 2018 listing when its
controlling shareholder, Apollo Global,
brought it to the market. The group’s
leverage is substantial at more than
four times ebitda. Company cash flow
has to be spread between debt
reduction and capital investments.

Curiously, the State Farm infusion

. . .
Sanctions: the grin and bear it market

Russian banks expect to refurn fo profit affer making large losses in the first half of the year. Corporate-loan
bocks remain smaller as a result of foreign currency writedowns. Inflation is slowing and the rouble has
strengthened to five-year highs.

Loans fo businesses Currencies Inflation
and households
Outstanding amounts (roubles fn) Against the dollar Consumer prices
mm Corporates  Households (rebased) (annual % change)
18 | CVS/Signify:
Russla .
16 | fever pitch
14
12 M&A fever is burning up the
UK healthcare sector. US drugstore
10 operator CVS is the latest to catch the
Sterling " & dealmaking bug. It is splashing out
$E|7n. including debt, to acquire
) provider Signify Health.
4 The move fits in with CVS's efforts to
move away from its retail roots. But it
0 2 is paying a hefty premium to do so.
0 CVS beat Amazon, among others, in
an auction by making a $30.50 a share
T T oot 40 o 2 offer. That shows that for all Amazon’s
Jan22 Apr22 Jun22 Jul22 2021 2022 2020 2021 22 ballyhooed intention to disrupt the
FTgraphic Source: Cenral Bank of Russia Source:Refinitv | high-cost US healthcare industry,
incumbents still have plenty of
No financial battle plan survives first | inflation is reportedly falling. The Russia to a record trade surplus this spending power and fight left in them.
contact with enemy economies. That | caveat is that Russian financial dataare | year. Liquidity support propped The price represents a 106 per cent
is clear from western sanctions on suspect. A ban on ordinary financial ‘banks up through initial shocks. premium to Signify’s undisturbed
Russia in the wake of its invasion of Teporting prevents normal analysis. But these were hefty. Dmitry Tulin, three-month share price to August 1,
Ukraine. Russia this week escalated Russian propaganda downplays the the central bank’s deputy chair, when reports of deal talks first
the arm’s-length conflict by impact of sanctions, which evidently estimated system-wide losses of emerged. Previous CVS bets in the
threatening to keep Europe’s gas have the Kremlin rattled. Rbs1.5tn ($25bn) for the first half of healtheare sector include pharmacy
switched off until it lifts restrictions. However, Liam Peach at Capital the year, or 12 per cent of total bank benefits manager Caremark Rx and
Russia’s latest broadside reflects ics, a UK says capital. Total loans outstanding fell insurer Aetna.
both the strengths and weaknesses of | data from independent private 9 per cent between April and July. These have helped protect the
its position. Sanctions are bitingless | providers are consistent with official Russia will now be hampered by business from the squeeze on brick and
than western politicians hoped, figures. A GDP contraction of 12 per its lack of access to high-tech capital mortar retail. Last year, retail sales
judging from VTB. Russia’s second- cent at the onset of war was first goods of the sort produced in accounted for just over a third of CVS's
largest bank said it had returned to revised to a 7 per cent fall. Peach now Germany. This is likely to disrupt revenue. At Walgreens Boots Alliance,
profit in July after record losses in the | thinks Russia’s economy might be 4 energy extraction as the war of the figure is 85 per cent. CVS shares, up
first half. Its shares, and those of rival | per cent smaller this year. economic attrition grinds on. 25 per cent over the past five years,
Sberbank, are at six-month highs. Sanction exemptions for energy have Russia has shown it can bear the have outperformed those of rivals.
Many pundits predicted abanking | helped hugely. So has enthusiastic pain of western sanctions. Western ‘Walgreens and Rite Aid are off 56 per
crisis. It has not materialised. The purchasing by the likes of India. Lower | Europe must endure reprisals as cent and 86 per cent respectively.
rouble is near five-year peaks and European and US imports are buoying robustly, or concede a historic defeat. Vs did not quantify the potential
cost cuts. It expects savings for Aetna.
Treating patients at home is cheaper
than hespital stays. If CVS can get more
‘will be used to repurchase shares. reference rate at 6.9096 per dollar. Precision Industry, which gets 93 per people that its insurance covers to use
ADT's customers are clearly more That will cut the required amount of cent of its operating revenues from sSignify, which has a network of 10,000
satisfied than shareholders. foreign currencies banks must hold in overseas and computer maker Lenovo, | doctors who make home visits, this
Teserve — increasing the supply of US ‘which makes more than three quarters | should in theory help lower the
dollars against the renminbi. of sales outside China, will benefit. amount it pays out.
inbi . The Chinese currency does not float Local energy companies, which sell Even so, including debt, CVS is
Re nr-nl nb I/.EXPOHE. - freely. But yesterday’s levels are still oil in dollars, get a bgosttoo. Thatmore | payingthe equivalent of 36 times
mamPUIa“ on stations key. The trading price of the currency | than offsets the higher cost of offshore | Signify’s estimated ebitda for this year.

The US denounced China as a currency
manipulator in 2019, accusing Beijing
of devaluing the renminbi.

These days, a weakening outlook for
growth is to blame for the downward
trajectory of the Chinese currency.
That represents a political challenge as
‘well as a financial one.

The renminbi fell to a two-year low
yesterday. Beijing has decreed a
stronger than expected exchange-rate
fixing for the 10th straight day, ata

and its reference rate have crossed the
6.9 threshold. That means that the next
barrier is the psychologically cmcml
level of Rmb7 against

borrowings and hydrocarbon imports.
Alow renminbi is bad news for
consumer busmemes Food and retail
ing rising

Previous jumps above that level have
triggered further sharp drops.
Exporters must be privately pleased.
Every 10 per cent depreciation in the
renminbi is estimated to translate into
a 5 per cent increase in overseas sales.
computers and tech components are
two of China’s biggest exports by sales.
Phone-component maker Luxshare

prices for mmmodmes But Beijing
‘would resist attempts to pass these on
to consumers in full.

President Xi Jinping is preparing
for a precedent-breaking third term.

He will want to keep Chinese
citizens sweet. That points to heavier
currency intervention even in these
straitened times.

The market values CVS at just 9.5
times. After Amazon snatched clinic
chain One Medical in July, CVS may
feel it has no choice but to stump up.
But it will still need to show a return
on this acquisition, regardless of how
darkly the shadow of the ecommerce
giant falls across its industry.
. Lex on the web
For notes on today's stories
go fo www.ft.com/lex
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ACROSS
1 Guitarist running after two men in a
boat (68)
10 Long poem that sounds like a coffee
commercial? (5)
11 Personal authority is about good
_ character (9)
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T2 Frencn pRySICIST FunS OUT OF CIUBIoom
in atizzy 7

13 Observe what someone pulling pints
does when fold? (7)

14 Test out of ten given by doctor for
vision (5)

16 Sort of characters to spurn dale? (9)

19 Carol meets professional beauty on
the rebound, having no partner (9}

20 Music business divided by Simpson’s
yellow face, perhaps (5)

22 In retreat, some of foe's aeroplanes
slow down (,3)

25 r(*lnulsv place for a carnival, as we call it

27 Inferior gutted iImmediately after mad
decoration (4,5)
28 Glen's big cheese left dairy unfinished
and runny (5)
29 Cold feet while wearing support tights
inside out (6,8)
OWN

2 Massive jar contains shelled peas for
foodie ()

3 A Christian cycling waves (5)

4U-boat ends manoeuvres on a bearing
0f 90° (9

5 A Scot telephoned the FT, seeing no
leader (5)

6 Switch behind cooker (9)

7 Get drunk then take drugs (5)

8 Sewers drained Newcasfle and fouled

s
9 Caught entering booby-frapped

ground

15 Spanish chap punched by total
monster ()

17 sparkling red coral starts fo bleach
making scientists upset at sea (9)

18 Eg Marx once made funny duck film
@

19 Type that is wearing glasses (7)
21 Classified as bound by Darwin's ideas
©

23 Stay in charge having lost power,
unmoved

24 Offer to sell stock In empty
aparfment? (5)

26 Prison camp belonging fo prisoner (5}
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