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European government bond prices 
dropped sharply yesterday as investors 
took fright at Italy’s larger-than- 
expected budget deficit and mounting 
concerns that central banks would 
keep interest rates high for an 
extended period.

Italian 10-year government bond yields 
rose as much as 0.17 percentage points 
to 4.96 per cent, their highest in a dec-
ade, after Italian prime minister Giorgia 
Meloni’s government raised its fiscal 
deficit targets and cut growth forecast 
for this year and next. The yield later fell 
back to 4.88 per cent.

The sell-off spread to UK markets, 
where 10-year yields rose as much as 0.2 
percentage points to 4.57 per cent — the 

biggest daily rise since February — 
before ending the day at 4.48 per cent. 
Investors said concerns that the US Fed 
would hold rates “higher for longer” 
were spreading to European markets.

“A wall of worry is hitting the bond 
market, and the latest trigger is the oil 
price,” said Jim Leaviss, a fund manager 
at M&G Investments. He added that the 
recent rise in the oil price, which hit a 
10-month high yesterday, was causing 
investors to wonder “what if inflation is 
not dead?” 

In the euro area, the prospect of 
higher Italian borrowing came after the 
French government was criticised by 
the country’s fiscal watchdog for not 
cutting public spending enough to avoid 
breaching EU fiscal rules next year. 

France’s 10-year bond yield jumped 
to more than 3.5 per cent, its highest 
since 2011. The spread between Italian 

bond yields and their ultra-safe German 
equivalents — a measure of market risks 
in the euro area — reached its widest 
level since the US banking crisis in 
March.

Central banks have signalled that 
while they are close to ending their his-
toric series of interest rate increases, 
they expect borrowing costs to stay at a 
high level for a prolonged period to 
ensure inflation comes down.

Piet Haines Christiansen, director of 
fixed-income research at Danske Bank, 
said the bond market was “caught in a 
perfect storm”. 

He added: “The ‘higher for longer’ has 
caught investors with wrong positioning 
off guard which, coupled with the higher 
revisions to the French and Italian 
budget deficits as well as the higher oil 
price keeping inflation expectations ele-
vated, has driven this sell-off.”

European bonds hit by Italy’s deficit 
amid fears of ‘higher for longer’ rates 
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Clarity sought over Trump 
property fraud judgment
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Briefing

i Evergrande chair placed
under ‘mandatory measures’
The Chinese property group has 
said its chair had been placed 
under “mandatory measures” on 
suspicion of being involved in 
“illegal crimes”, amid escalating 
state pressure almost two years 
after its seismic default.— PAGE 6

i Taiwan unveils new sub
Taiwan has revealed its first 
locally built submarine, which 
cost $1.5bn and took seven years, 
in a sign of its determination to 
counter increasing military 
pressure from China.— PAGE 4

i UBS moves to end lawsuit
The Swiss lender is seeking a last-
minute deal with Mozambique to 
avoid a 13-week courtroom fight 
in London over Credit Suisse’s 
involvement in the $2bn “tuna 
bonds” scandal.— PAGE 8

i Xi appoints finance chief
An ex-provincial governor and 
veteran official, Lan Fo’an, is to be 
China’s next finance chief. Lan’s 
elevation appears to signal an end 
to President Xi Jinping’s overhaul 
of his economic team.— PAGE 4

i Paris acts on energy price
France is exploring ways to cap 
electricity prices that do not 
break EU subsidy rules, including 
a possible windfall levy to deliver 
President Macron’s vow to “take 
back control” of prices.— PAGE 2

i Northvolt spreads wings
The Swedish start-up, which is 
Europe’s big battery hope, will 
build its first gigafactory outside 
the continent in Canada — from 
2026 — taking a $5bn bet on the 
North American market.— PAGE 9

i New iPhone overheating
Thousands of customers have 
complained that Apple’s latest 
iPhone 15 Pro and its larger Pro 
Max sibling are overheating, a 
week after they were launched 
with cutting-edge chips.— PAGE 6

i Nord’s valuation soars
The Lithuanian maker of a top 
virtual private network has 
nearly doubled its valuation in a 
year to $3bn after raising funds 
from a US buyout firm as it taps 
demand for online safety.— PAGE 10

On the move
Border strife 
spreads to NY
Migrants wade through the Rio Grande 
while crossing from Mexico into the US 
this week at Eagle Pass in Texas. 

The number of those making the jour-
ney has surged. More than 1,000 people 
have completed the crossing each day 
over the past few weeks, a record high. 
The issue has become central in the 
run-up to next year’s US presidential 
election. 

Even in the distant north-east, New 
York has been living with the implica-
tions of migration since Texas’s Republi-
can governor Greg Abbott began send-
ing asylum seekers to the city by bus 
more than a year ago. 

With more than 118,000 people arriv-
ing since the spring of 2022, the crisis 
that Abbott exported to New York has 
pitted Democratic allies against one 
another as they trade blame while strug-
gling to mount a coherent response. 
Democratic divisions page 3

MATTHEW GARRAHAN, TIM BRADSHAW 
AND MADHUMITA MURGIA — LONDON 
KANA INAGAKI — TOKYO 

OpenAI is in advanced talks with former 
Apple designer Sir Jony Ive and Soft-
Bank’s Masayoshi Son to launch a ven-
ture to build the “iPhone of artificial 
intelligence”, fuelled by more than $1bn 
in funding from the Japanese group.

Sam Altman, OpenAI’s chief, has 
tapped Ive’s company LoveFrom, which 
the designer founded when he left Apple 
in 2019, to develop the ChatGPT crea-
tor’s first consumer device, according to 
three people familiar with the plan.

Altman and Ive held brainstorming 
sessions at the designer’s San Francisco 
studio about what a new consumer 
product centred on OpenAI’s technol-
ogy would look like, the people said.

They hope to create a more natural 
and intuitive user experience for inter-
acting with AI, in the way that the 
iPhone’s innovations in touchscreen 
computing unleashed the mass-market 
potential of the mobile internet.

The process of identifying a design or 
device is at an early stage with many dif-
ferent ideas on the table, they said.

Son, SoftBank’s founder and chief 
executive, has also been involved in 

some of the discussions, pitching a cen-
tral role for Arm — the British chip 
designer in which the Japanese con-
glomerate holds a 90 per cent stake — as 
well as offering financial backing.

Son, Altman and Ive have discussed 
creating a group that would draw on tal-
ent and tech from their three groups, the 
people said, with SoftBank investing 
more than $1bn in the venture.

Discussions are said to be “serious”, 
but no deal has been agreed, they cau-
tioned, and it could be several months 
before a venture is formally announced. 
Any resulting hardware product is 
likely to take years to bring to market.

OpenAI, SoftBank and LoveFrom 
declined to comment. News website The 
Information previously reported some 
aspects of their product discussions.

Ive played a central role in the crea-
tion of the first iPhone, which was 
launched in 2007, ushering in a new era 
of personal computing. But as the 
smartphone market reaches a plateau, 
many in Silicon Valley have been con-
sidering what might become the next 
big consumer-electronics device.

Virtual reality headsets such as Meta’s 
Quest and smart speakers such as Ama-
zon’s Echo have been billed as having 
potential. But nothing has come close to 
rivalling the smartphone, which is now 
an essential item for billions of people.

For Ive, the compulsive nature of 
many smartphone users’ behaviour has 
become a worry. He told the Financial 
Times in 2018 that Apple had a “moral 
responsibility” to mitigate the iPhone’s 
unintended consequences, such as 

John Moore/Getty Images

addictive apps, and has said that he lim-
its his children’s screen time.

The project with OpenAI presents an 
opportunity to create a way of interact-
ing with computers that is less reliant on 
screens, according to people familiar 
with his thinking.

This week OpenAI announced 
upgrades to its breakthrough chatbot, 
ChatGPT, including capabilities to con-
trol the app through voice or by upload-
ing an image and that allow it to browse 
the web.

The Wall Street Journal reported this 
week that OpenAI, which is backed by 
Microsoft, was considering a share sale 
that would value the San Francisco-
based company at as much as $90bn, 
tripling its valuation in less than a year.
John Thornhill page 19

OpenAI in talks with Ive and SoftBank 
to create ChatGPT creator’s first device
3 Tech brainstorming sessions held 3 $1bn in funding from Japanese group 3 Son pitches role for Arm 

Will Heathrow’s third runway go ahead?
BIG READ, PAGE 17

‘Which, if any, new 
uses of AI will catch 
on? And could any of 
them ignite the kind 
of fervour that 
followed last year’s 
arrival of ChatGPT?’

Richard Waters,
page 6
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left so far, nearly half of Karabakh’s total 
population of 120,000. Many of the fam-
ilies who fled are in hospital recovering. 

One woman spent two nights with her 
daughter in the huge queue of cars that 
has formed along the serpentine road 
from Karabakh, laying the 12-year-old 
down when she had fits. Another’s hus-
band had suffered a stroke after cross-
ing a checkpoint set up by Azerbaijan. 

Armenia’s premier, Nikol Pashinyan, 
last week criticised Russia and ques-
tioned the work of the 2,000 Russian 
soldiers that had been deployed since 
2020 to keep the peace in Karabakh. 

Pashinyan told Armenians “the secu-
rity systems and the allies we have 
relied on for many years” were “ineffec-
tive”, and that the “Armenian-Russian 
strategic partnership” was “not enough 
to ensure Armenia’s external security”. 

It marks a historic shift in the coun-
try’s foreign policy, and a loss, for Mos-
cow, of one of its oldest allies. “We are 
convinced that the Armenian leader-
ship is making a huge mistake,” the 
Kremlin said, decrying Pashinyan’s 
“pivot from Russia” and “a frenzied 

anti-Russian campaign” in local media.
As protests broke out in Yerevan over 

the loss of Karabakh, some Armenians 
said they feared Russia could fuel the 
protests to put pressure on Pashinyan, 
or overturn him, which the Kremlin 
denied. Distracted by its draining inva-
sion of Ukraine, Russia is unlikely to 
muscle in, as it has done when countries 
drift from its orbit, said Richard Girago-
sian, director of the Regional Studies 
Center, a think-tank in Yerevan.

“Yes, Moscow is angry with Yerevan. 
But Moscow is more angry and much 
more challenged by Baku,” Giragosian 
said. The seizure of Nagorno-Karabakh 
revealed “Russian weakness in the face 
of the Azerbaijani use of force”, further-
ing the “steady erosion of Russia’s stand-
ing and the slow death of the ‘myth of 
Russian military might’”, he said.

With Armenian public anger over the 
loss directed more at Russia, as well as 
the breakaway region’s elite, and at the 
west for its inaction, Pashinyan’s posi-
tion seems secure, Giragosian said.

As the exodus from Karabakh contin-
ues, Azerbaijani security services have 
not yet entered Stepanakert, locals said. 
But border guards have made the first 
arrest of one of the Karabakh elite. 
Another yesterday decided to give him-
self up, travelling to Azerbaijan. 

The disarmament is ongoing, with 
Karabakh soldiers handing over weap-
ons to Azerbaijan at Russian peacekeep-
ing bases. That process is going peace-
fully, said Elin Suleymanov, Azerbai-
jan’s envoy to the UK. He rejected the 
notion of ethnic cleansing, saying peo-
ple were leaving of their own accord, 
and though he acknowledged that they 
might be driven out by fear, he said they 
were victims of manufactured hysteria. 

He described the region as being 
restored to “normalcy” after the fight-
ing, with aid being delivered, field kitch-
ens going up and doctors soon to be sent 
to work in local hospitals. 

Armenians fleeing Karabakh see 
things differently. 

“It was chaos. Everyone was rushing 
around in a panic,” said a teacher, hold-
ing her granddaughter in the hospital in 
Goris as the baby fought an infection. 

The child was saved by a doctor who 
chose to stay on when the baby’s condi-
tion worsened. On Monday, when 
nurses began handing out the hospital’s 
medical supplies for free, the family 
decided to risk it and leave. 

Tadevosyan added: “It’s a tragedy 
when you lose your motherland.”
 

Nagorno-Karabakh. Azerbaijan takeover

Armenians hit at Russia after losing ‘motherland’ 

POLINA IVANOVA — GORIS

Last week, Vardan Tadevosyan was still 
the health minister of a small if unrecog-
nised republic in the south Caucasus 
Mountains, managing dozens of govern-
ment employees and running one of the 
busiest medical facilities in the region. 

But in 24 hours, the government of 
Nagorno-Karabakh ceased to exist. 
Tadevosyan’s staff began to leave their 
offices; patients vacated hospital beds; 
and there were so few police left that the 
streets started to feel unsafe. 

Only the roads out of the region’s capi-
tal, Stepanakert, were busy, jammed 
with the tens of thousands of ethnic 
Armenians fleeing the city after Azerba-
ijan retook the breakaway enclave by 
force in a brief but bloody war last week. 
Some 200 were killed, according to local 
officials; the injured were soon ferried to 
Yerevan, the Armenian capital. 

“We don’t have [an] army any more, 
we have no police, no state . . . in two 
days, only ghosts will be around. The 
city will be totally empty,” Tadevosyan 
said, from the centre he founded 25 
years ago. He had come to the centre to 
pack up its equipment. “Just a couple of 
people are still here, but all of them 
want to leave.”

Stepanakert’s empty streets mark a 
tragedy for Armenia, a country that sees 
the mountainous region as its ancestral 
heartland, a point disputed by its oil-
rich neighbour, Azerbaijan, which also 
has historical ties to the area. 

It also marks an abrupt and brutal 
end to one of the most bitter land dis-
putes born of the Soviet Union’s col-
lapse, one that had defined the region 
for decades. The territory, which was 
internationally recognised as Azerbai-
jan’s, became known as a textbook “fro-
zen” conflict, one that allowed Russia to 
continue playing power broker in what 
it terms its “near abroad”. 

But as Armenia reels from the events 
of the last week, Russia’s hold over it also 
appears to be beyond repair. Moscow 
was long seen as Armenia’s key ally and 
security guarantor; Armenians expec -
ted it to protect the status quo and stop 
Azerbaijan absorbing Karabakh.

“Our hopes rested on the Russians, 
they are our brothers. Why did they 

Moscow was long seen as 

Yerevan’s key ally and security 

guarantor in the enclave

Exodus: 
refugees fleeing 
Nagorno-
Karabakh queue 
at Armenia’s 
border this week
David Ghahramanyan/
Reuters

‘We don’t 
have an 
army any 
more, we 
have no 
police, no 
state . . . in 
two days, 
only ghosts 
will be 
around’
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SARAH WHITE — PARIS

France is exploring ways to cap national 
electricity prices without falling foul of 
EU subsidy rules, including a possible 
windfall levy to deliver President 
Emmanuel Macron’s pledge to “take 
back control” of prices.

One option under consideration is for 
the state to collect and redistribute 
some of nuclear power producer EDF’s 
revenues, according to people familiar 
with the talks. Such a move, part of a 

broader overhaul of the way power 
prices are regulated in France, would 
echo emergency measures authorised 
by Brussels during the energy crisis to 
collect “excess profits” when prices 
soared. 

The mechanism would involve setting 
a ceiling for the price at which state-
owned EDF sold its nuclear energy, 
including to other electricity distribu-
tors and industrial groups. Revenues 
above that threshold would revert to the 
government and be distributed back to 
end users. 

The hope in Paris is that it might be 
able to operate such a framework with-
out prompting objections from the 
European Commission, which polices 

state support to industries and house-
holds that distort the EU market. 

But whether France could truly act 
unilaterally is still unclear. Macron’s use 
of Brexiters’ catchphrase this week 
sparked confusion in Brussels, where 
EU states and the commission are 
simultaneously trying to negotiate elec-
tricity market reforms. 

“By the end of the year we are going to 
take back control of electricity prices at 
a French and European level,” Macron 
said on Monday. He gave few details of 
how this would work, beyond signalling 
that France planned to introduce a new 
law to this end. 

One senior EU diplomat said Macron’s 
pledge was worrying. “The last time 

someone was promising to take back 
control that didn’t end very well for the 
single market,” the person quipped, in a 
nod to Brexit. 

Macron’s move reflects some of the 
frustrations France has expressed dur-
ing talks at European level over a reform 
of the electricity market, as Paris and 
Berlin clash over how the French 
nuclear power sector will be treated and 
whether it can benefit from subsidies. 

A French official said the plan to cre-
ate a national system to contain electric-
ity prices was not incompatible with the 
reform in the works in Brussels. “Clearly 
we want a European agreement on mar-
ket reform. But such a deal wouldn’t 
solve everything,” the official said.

France has long vaunted its fleet of 56 
nuclear reactors operated by EDF as a 
competitive advantage, underpinning 
its low carbon strategy and helping busi-
nesses and households with low prices. 

But EDF has a dominant position, and 
its every move involves wrangling with 
Brussels to ensure state aid and compe-
tition rules are respected. 

EDF was open to a price-ceiling solu-
tion, people familiar with the matter 
said. But it has clashed with the govern-
ment over the level at which it should be 
set, adding another layer of complexity 
to the government’s plans. The group 
declined to comment. 
Additional reporting by Alice Hancock in 
Strasbourg and Leila Abboud in Paris

LAURA DUBOIS — BRUSSELS

Germany has backed down on human 
rights demands and paved the way for 
agreement on EU rules on how to deal 
with surges in immigration, including 
by detaining migrants for longer at the 
border.

Spain’s interior minister, Fernando 
Grande-Marlaska, who chaired a meet-
ing of EU counterparts yesterday, said 
there was “a majority will which cannot 
be questioned” on the rules, which had 
been held up for months owing to Ber-
lin’s objections. The political agreement 
still requires formal approval by the 
bloc’s governments.

A surge in illegal migration over the 
Mediterranean and on the Balkan route 
through central and eastern Europe has 
pitted capitals against each other and 
prompted the reintroduction of border 
checks in the borderless Schengen 
area.

Earlier this month, Italy called for 
help in dealing with the arrival of more 
than 12,000 people over a week on the 
island of Lampedusa. 

France has beefed up its border 
checks with Italy and on Wednesday 
Germany said it would dispatch police 
patrols to its borders with Poland and 
the Czech Republic to detect migrants 
who should not be allowed to travel on 
without being registered in the first EU 
country of arrival. 

Migrants have been crossing from 
Hungary into Slovakia in unprece-
dented numbers in recent months, a 
development some Slovak politicians 
have blamed on Hungarian prime min-
ister Viktor Orbán seeking to boost the 
chances of a fellow anti-immigrant poli-
tician in Slovakia returning to office in 
elections tomorrow. Poland holds elec-
tions next month.

The rules backed yesterday, allowing 
governments to take extraordinary 
measures in case of sudden surges, were 
the missing piece of a broader reform of 
the bloc’s laws on asylum and migra-
tion, which had been in the works for 
years and finally saw progress in June.

“When we see the pictures from 
Lampedusa, when we see how great the 
pressure is on Europe in the question of 
illegal migration, then we know that we 
have to work hard on this asylum and 
migration pact,” Austrian interior min-
ister Gerhard Karner said on the side-
lines of the meeting in Brussels.

After agreeing to the bulk of the 
reforms in June, a group of countries 
including Austria, Germany, Poland, 
Hungary and the Czech Republic held 
up the adoption of the so-called crisis 
regulation, which in turn blocked nego-
tiations with the European parliament 
to finalise the reform as a whole.

Diverging views within the German 
coalition government also played a role 
in the delay. The Green party had 
pushed for stronger human rights pro-
tections, objecting to measures such as 
detaining migrants at the border for 
longer periods of time. 

However, at a meeting of the German 
cabinet on Wednesday, Olaf Scholz, 
chancellor, overruled objections from 
foreign minister Annalena Baerbock 
and said that Germany would not hold 
up the asylum compromise. 
Additional reporting by Guy Chazan in Ber-
lin and Marton Dunai in Ipeľské Predmostie

Energy

France explores cap on electricity prices
Paris studies ways to share 
EDF revenues without 
breaking Brussels rules

Border checks

EU to harden 
rules on illegal 
migration 
after German 
climbdown

RICHARD MILNE
NORDIC AND BALTIC CORRESPONDENT

Soaring sales of celebrity-endorsed 
pharmaceuticals have sparked fears 
that Denmark’s economy risks a simi-
lar fate to Finland, where an over-reli-
ance on Nokia led to a lost decade when 
the phonemaker’s fortunes turned. 

Ozempic, a diabetes treatment that 
celebrities take to lose weight, and 
Wegovy, an anti-obesity medication, 
have propelled Novo Nordisk to become 
Europe’s most valuable company and 
single-handedly stopped Denmark 
from falling into recession. 

At $410bn, Novo Nordisk’s market 
capitalisation is now larger than Den-
mark’s annual gross domestic product 
of $400bn last year, raising concerns 
among officials and business figures 
that the country’s fortunes have become 
too closely tied to a single company.

“In Denmark we have a two-speed 
economy: the pharmaceutical industry 
— and the rest,” said Thomas Harr, chief 
economist at Denmark’s central bank. 
“The risk is that you think the economy 
is performing better than it is.”

“Novo is so fantastically successful, 

and that is great for it and its sharehold-
ers. But for Denmark, I worry about 
what happens if it goes wrong,” said a 
leading business executive. “Finland 
ended up with a lost decade when Nokia 
had its problems.”

After its success during the first wave 
of mass adoption of mobile phones, 
Nokia’s profits collapsed from the 2000s 
onwards after the release of Apple’s 
iPhone. At its peak, the handset maker 
provided a quarter of Finland’s corpo-
rate tax revenues and accounted for
4 per cent of GDP. With that reduced, 
the Nordic economy strug gled to grow 
at all during the 2010s. 

For more than a decade, Novo Nord-
isk has been among Denmark’s biggest 
companies thanks to its focus on diabe-
tes drugs. But in recent years, its valua-
tion, profits and sales have soared on the 
back of Ozempic’s success, then that of 
Wegovy, which targets obesity directly.

Denmark’s economy expanded by 1.7 
per cent in the first half of this year com-
pared with the same period in 2022. 
Stripping out the pharma sector, which 
is dominated by Novo Nordisk, GDP 
would have fallen by 0.3 per cent. 

Growth figures for the third quarter 

are due out today, and the impact on 
GDP is so broadly acknowledged that 
the statistics agency produces data both 
with and without the pharma sector. But 
others believe Denmark’s economy will 
be re si lient even if the popularity of 
Novo Nordisk’s best-selling drugs were 
to wane. 

Chief among the reasons is that much 
of Novo Nordisk’s impact on GDP comes 
as a result of the drugmaker’s produc-
tion overseas, not domestically. Jonas 
Dan Petersen, chief adviser at the statis-
tics agency, said: “The big revenues 
show up in GDP but they don’t have such 

an explosive effect on employment.”
Jakob Ellemann-Jensen, Denmark’s 

vice-prime minister and minister for 
economic affairs, also cited these “sig-
nificant differences” between Den-
mark’s current predicament and that 
faced by Nokia and Finland. 

Helge Pedersen, chief economist of 
Nordea, the biggest bank in the Nordics, 
said he viewed the success of Novo Nor-
disk and other Danish pharma groups as 
a “huge benefit” and that it did not cre-
ate an “over-reliance”. 

Olli Rehn, on leave from governing 
the Finnish central bank to run for pres-
ident, called it a “pertinent question”, 
but said that Denmark had “the more 
diversified industrial structure and 
[small and midsized enterprise] domi-
nance”.

Novo Nordisk’s roots in Denmark are 
strong, however. About 40 per cent of its 
employees are based there. It added 
3,500 jobs in the country last year, tak-
ing the total to 21,000.

The drugmaker also made more than 
DKr10bn ($1.4bn) of investments in 
production in the country last year and 
paid taxes of more than DKr15bn, or 
about 1 per cent of the total in 2020. 

Novo Nordisk

Denmark alerted to risk of economic reliance on one company

Booster shot: Novo Nordisk’s value 
has surged on the back of Ozempic 

allow the Azerbaijanis to treat us this 
way?” said a former village shopkeeper, 
who had brought her 85-year-old 
mother to hospital after fleeing Kara-
bakh. Both had lost a son to one of the 
many wars for Karabakh. 

The hospital was in Goris, a town in 
southern Armenia that has processed 
most of the 50,000 refugees that have 

The self-proclaimed state of Nagorno-
Karabakh will cease to exist from 
January 1 next year, its leader 
announced yesterday, a week after 
Azerbaijan retook the region by force.

The ethnic Armenian enclave first 
claimed independence for the territory 
internationally recognised as part of 
Azerbaijan in 1991 and styled itself as 
the Republic of Artsakh. 

The enclave’s unrecognised 
president, Samvel Shahramanyan, 
whose whereabouts are unknown, 
issued a decree yesterday ordering all 
state institutions to disband by 
January 1.

Endgame
Republic 
will cease 
to exist
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The hope is that if migrants are able to 
work and pay their own way that, in 
turn, should alleviate pressure on a city 
that is caring for more than 61,000 asy-
lum seekers, a burden Adams has 
warned could “destroy” New York.

But soon after thanking President Joe 
Biden, the mayor was again warning of 
dire consequences if the administration 
did not extend protected status to other 
migrants. 

He has also demanded a national 
“decompression” strategy to resettle 
migrants and federal aid to cover a bill 
the city has estimated will reach $12bn 
in the coming years. 

“I’ve been extremely clear and I am 
not going to attempt to sugar-coat what 
New Yorkers must know,” Adams said 
on Sunday. “This is going to be 
extremely devastating for our city.” 

Republican critics, such as Oklahoma 
senator James Lankford, warned that 
Biden’s action would only worsen the 
problem by attracting more migrants, a 
possibility that some Democrats do not 
discount. “[TPS] is now being used to 
further incentivise and reward illegal 
immigration,” Lankford wrote on X, 
formerly Twitter.

For asylum seekers such as Francisco 
Rojas, a 23 year-old from Caracas, there 
was more confusion than elation at the 
development. He has lived in the shad-
ows of America’s informal economy for 
the past year, bouncing between New 
York, Chicago and Florida. Would he 
have to register for the new status? If so, 
where? And would it apply in all states? 

Officials in New York City did not 
seem to know much more themselves 
after the hasty announcement. An 
online application for protected status is 
$410, one noted, adding: “Most asylum 
seekers don’t have $410 lying around.”

JOSHUA CHAFFIN — NEW YORK

When Texas Republican governor Greg 
Abbott began busing migrants to New 
York and other liberal cities more than a 
year ago, Democrats called it cynical, 
inhumane and a ploy. Yet it has also 
been effective.

The crisis Abbott exported to the city 
has pitted erstwhile Democratic allies 
against one another as they trade blame 
while struggling to mount a coherent 
response. It has also focused national 
attention on an issue that Republicans 
favour; migration and a chaotic south-
ern border, at the expense of one they 
would prefer to mute: abortion. 

“It’s red meat to their base because, in 
their mind, they’re now making New 
York feel their pain,” Travis Terry, the 
president of Capalino, a New York lob-
bying and advisory firm, said of the 
Republican gambit. “It’s obviously a 
heated political issue, and it will become 
a bigger political issue next year.”

The stream of migrants heading to 
New York City, more than 118,000 since 
the spring of 2022, has far surpassed the 
numbers sent by Abbott and shows no 
sign of waning. Some recent arrivals 
said they chose New York because of its 
services and opportunities. Others said 
they were given little choice. 

The crisis reached a tipping point last 
week when the Biden administration 
agreed after months of cajoling by Eric 
Adams, New York City’s mayor, to grant 
temporary protection status (TPS) to 
roughly 500,000 Venezuelan asylum 
seekers who had arrived before July 31. 

The policy shift should allow them to 
begin working legally in the country 
rather than having to wait 150 days after 
applying for asylum before they request 
special work authorisation. 

Homeless: migrants from 
Venezuela arrive in New 
York this month. Below, a 
protest is held in Staten 
Island against a temporary 
shelter — Luiz C Ribeiro/TNS/Abaca

cation that any enforcement of 
Engoron’s order would take place before 
a final judgment was issued.

Trump, who went to Michigan on 
Wednesday to woo striking car workers, 
called the ruling a “political scam” on 
social media, seeming aggrieved by En -
goron’s declaration that his Mar-a-Lago 
resort was not worth anywhere close to 
the $612mn that had been falsely 
declared in annual business records. 

His son Eric, who is also a defendant 
in the case, said he had “lost all faith in 
the New York legal system” and that his 
family had “run an exceptional com-
pany, never missing a loan payment, 
making banks hundreds of millions of 
dollars, developing some of the most 
iconic assets in the world”.

Engoron’s ruling debunked a central 
pillar of Trump’s popular mythology; 
that he built a sprawling portfolio of 
highly valuable properties over several 
decades by business savvy alone. 

While the ruling confused legal 
experts, his findings were broadcast in 
plain and devastating language that cast 
Trump as fundamentally dishonest.

“In defendants’ world,” Engoron 
wrote, “rent regulated apartments are 
worth the same as unregulated apart-
ments; restricted land is worth the same 
as unrestricted land . . . and square 
footage is subjective.” He added: “That 
is a fantasy world, not the real world.”

“The ruling in many ways was impos-
ing the death sentence on Trump’s busi-
nesses in New York,” said Michael Bach-
ner, a New York defence lawyer. The rul-
ing would make it difficult for 77-year-
old Trump, the frontrunner to again be 
the Republican nominee for president 
in next year’s election, to obtain bank 
loans, for example, and could also trig-
ger provisions in existing loans that 
would cancel them, he noted.

While this judgment alone would end 
up costing Trump “a lot of money”, 
Engoron’s ruling could also harm his 
defence in the four criminal indict-
ments he faces, Gotlob pointed out.

If Trump were to take the stand in any 
of those cases, in which he is accused of 
trying to subvert the 2020 election and 
of unlawfully retaining classified docu-
ments, among other charges, “then this 
finding goes to his credibility”, Gotlob 
said, and prosecutors could cite it in 
cross examination: “It’s another thing 
that [can] help prove that he is a liar.”

Prized asset: Donald Trump hit at 
the judge’s ‘outrageous decision’

COLBY SMITH — WASHINGTON

The US economy is facing new peril as a 
federal government shutdown draws 
near, strikes in the Midwest rumble on 
and rising energy costs coupled with 
the expiry of pandemic-era fiscal sup-
port hit household budgets.

The combination threatened to under-
mine consumers and businesses just as 
their resilience showed signs of cracking 
under the weight of higher interest 
rates, making a sharp slowdown in 
growth likely this year, economists said.

“There is a real chance that the econ-
omy is way weaker in the fourth quarter 
than in the third quarter,” said Ian Shep-
herdson, chief economist at Pantheon 
Macroeconomics. The “multitude of 
hits” would all arrive “against the back-
ground of the lagged effects of the Fed’s 
rate hikes”.

One unexpected headwind is the car 
workers’ strike in the Midwest, which 
shows little sign of resolution. 

Another danger stems from Washing-
ton, where a government shutdown — 
likely as soon as this weekend — would 
put hundreds of thousands of federal 
workers on furlough, while also delay-
ing the collection and publication of 
data needed by the Federal Reserve to 
fully assess the economy’s health.

This would be followed at the start of 
October by the expiry of pandemic-era 
relief for student loan repayments and 
childcare subsidies for providers — 
another hit to households and to some 
consumers’ spending.

The combination could bring annual-
ised gross domestic product growth 
down to 1.3 per cent in the fourth quar-
ter, compared with 3.1 per cent in the 
third quarter, said economists at Gold-
man Sachs. 

The shutdown on its own could shave 
up to 0.2 percentage points from quar-
terly annualised growth for each week it 
lasts, Goldman said, while the impact of 
the strikes could be 0.1 percentage 
points per week. The resumption of stu-
dent loan repayments is forecast to 
deliver a 0.5 percentage point blow.

The gloomier mood comes despite the 
Fed’s more recent optimism about its 
outlook for the economy.

Analysts also pointed to the recent oil 
price surge, which is nearing $100 a bar-
rel after Russia and Saudi Arabia agreed 
to keep restricting supply.

“At a time when incomes are being 
squeezed again by higher fuel costs, the 
ongoing increases in borrowing costs 
and student loans restarting, I am con-
cerned that we will see consumer spend-
ing slow rapidly in the fourth quarter,” 

In an ugly recent scene, protesters on 
Staten Island angrily tried to block a bus 
taking asylum seekers to the Island 
Shores assisted-living residences. 

A person close to Adams said the cri-
sis had been politically daunting for a 
mayor who had expected to use his 
upbeat persona to lead the city’s post-
pandemic revival. Instead, he has 
become bogged down with the vexing 
issue of migration.

City lawyers have challenged a legal 
ruling from the 1970s that obligates New 
York City to provide shelter to all, argu-
ing it was not envisioned for a humani-
tarian crisis of such magnitude. 

The mayor has also ordered all 
departments to draw up 15 per cent cuts 
to budgets to offset the cost of caring for 
so many mi grants with limited federal 
assistance.

Critics have hammered Adams for not 
doing enough for the migrants, most 
notably last month when overcrowding 
forced dozens to sleep outside the his-
toric Roosevelt Hotel in midtown Man-
hattan, which is now a processing cen-
tre. Yet he is also criticised for doing too 
much for the newcomers at the expense 
of struggling New Yorkers.

“There are many people who are the 
mayor’s voters who are like: where’s my 
hotel room?” this person said.

Biden has also faced a difficult calcu-
lus, according to Hank Sheinkopf, a vet-
eran political strategist. Sending more 
money and relief to New York City 
would be deeply unpopular in the rest of 
the country. Meanwhile, Sheinkopf 
added, the influx of migrants was “excit-
ing the worst fears in the suburbs 
around the cities, where Democrats 
need to pick up seats”.

Of Abbott, he said: “He’s put Biden in 
a position where he’s absolutely stuck.”

JOE MILLER AND JOSHUA CHAFFIN
NEW YORK

The New York real estate empire that 
brought Donald Trump fortune and 
fame has been imperilled by a judgment 
in a fraud case against the former US 
president, who could ultimately be 
forced to dispose of prized properties 
including Manhattan’s Trump Tower.

In a decision on Tuesday, Judge 
Arthur Engoron ordered the business 
certificates of Trump-related entities in 
the state be cancelled, after finding that 
Trump, his oldest sons and his busi-
nesses had engaged in persistent fraud 
by vastly overvaluing the worth of 
buildings and golf clubs from New York 
and Florida to Aberdeen in Scotland.

“This is as bad as it gets for a civil deci-
sion,” said Evan Gotlob, a former state 
and federal prosecutor who practises in 
New York. The order means the defend-
ants “can’t do any business in New York 
for the foreseeable future” and could 
“be forced to sell the businesses”.

The prospect of a fire sale of Trump 
Tower was raised by the former presi-
dent’s lawyers hours after Engoron’s 
order, as they sought clarification in 
court on Wednesday on the judgment’s 
scope. Christopher Kise, an attorney for 
Trump, said a “technical reading” of the 
ruling implied that various entities 
would have to “surrender” to the court, 
or be placed in receivership. He had ear-
lier accused Engoron of trying to “seize 
control of private property” in an “out-
rageous decision”, and vowed to appeal.

The import of the decision remained 
unclear, however, after Engoron 
declined to elaborate on how it would be 
enforced. The office of New York’s attor-
ney-general, who brought the case, did 
not comment on the consequences for 
Trump businesses, or issue a statement 
beyond welcoming the judge’s order.

Thomas Franczyk, a former New 
York state judge, said his interpretation 
of the decision was that as of Wednes-
day, “none of these entities can continue 
to do business as such”, referring to busi-
nesses owned by Trump in New York.

But he added that “as a practical mat-
ter”, it was unclear how the Trump enti-
ties could readily comply with the judg-
ment. “How do you just stop [doing 
business] in a day?” he asked. In resi-
dential buildings such as Trump Park 
Avenue, “Who are the tenants supposed 
to pay their rent to?”

Adam Leitman Bailey, a New York 
real estate lawyer, predicted Trump’s 
team would be granted a stay delaying 
implementation. “The order that the 
judge wrote just doesn’t work,” he said.

A bench trial to decide on outstanding 
matters in the case, such as whether the 
defendants falsified business records or 
committed insurance fraud, is due to 
begin on Monday, and there was no indi-

quarter, according to the San Francisco 
Fed. Delinquencies are rising again for 
credit cards and car loans. Small and 
medium-sized businesses were also 
feeling the pressure, a new quarterly 
survey by Morning Consult showed.

Another concern is what all these 
lurking dangers could mean for infla-
tion. Price pressures for most goods and 
services may be down from their peaks, 
but they remain well above levels con-
sistent with the Fed’s 2 per cent target. 

Blerina Uruçi, chief US economist at
T Rowe Price, said she was worried 
about higher energy prices leading to 
higher costs elsewhere. The car work-
ers’ strike could also push up vehicle 
prices, given already-stretched supply.

“Small shocks to the economy can 
really bring inflation back up again,” she 
said. “And as a central banker, you are 
going to be worried that if you keep get-
ting these upside shocks, what is that 
going to do to inflation expectations?”

But a lengthy government shutdown 
would severely impair clarity on infla-
tion and the labour market. The Bureau 
of Labor Statistics, for example, would 
cease collecting, processing and pub-
lishing data until funding was restored.

That would complicate an already dif-
ficult interest rate decision for the Fed at 
its end-of-October meeting. 

Economic headwinds

Washington shutdown and car strikes threaten US growth

INTERNATIONAL

New York immigration crisis 
opens Democratic divisions 
Mayor and federal government at odds as thousands arrive seeking work and housing

Fraud ruling. Fire sale threat

Trump real estate 
empire in NYC at risk

JAMES POLITI AND LAUREN FEDOR   
WASHINGTON

Republican candidates led by Ron 
DeSantis and Nikki Haley sharpened 
their attacks on Donald Trump and 
each other during a punchy and some-
times chaotic presidential debate, as 
they scrapped to stand out in a 
crowded field still dominated by the 
former president.

The taunts from Republican rivals were 
mainly focused on Trump’s decision not 
to participate in the party’s two debates 
so far. He chose instead to speak at an 
event in Michigan on Wednesday to 
rally support from rustbelt carworkers. 

“Donald Trump is missing in action — 
he should be on this stage tonight. He 
owes it to you to defend his record where 
they added $7.8tn to the debt that set the 
stage for the inflation that we have,” said 
DeSantis, the Florida governor, who 
remains his top challenger for the 
Republican nomination. 

Chris Christie, the former New Jersey 
governor, later bashed Trump for being 
“afraid” of being on stage at the Ronald 
Reagan Presidential Library in Simi Val-
ley, California. “You’re ducking these 
things . . . You keep doing that, nobody 
up here’s going to keep calling you Don-
ald Trump, we’re going to call you Don-
ald Duck,” Christie said. 

Haley, the former South Carolina gov-
ernor who served as Trump’s envoy to 
the UN and has made foreign policy 
experience part of her campaign, criti-
cised him for being “wrong” on China. 

“He focused on trade with China, he 
didn’t focus on the fact that they were 

buying up our farmland, he didn’t focus 
on the fact that they were killing Ameri-
cans,” Haley said. 

“He didn’t focus on the fact that they 
were stealing $600bn in intellectual 
property. [Or] that they put a spy base 
off our shores in Cuba,” she added. 

Trump has skipped the primary 
debates as he tries to position himself as 
the presumed party candidate, target-
ing his attacks on President Joe Biden 
rather than his fellow Republicans. 

After the debate, Chris LaCivita, 
Trump’s adviser, said it was “as boring 
and inconsequential as the first debate, 
and nothing that was said will change 
the dynamics of the primary contest”.

During the debate, which spanned 
immigration, crime, abortion and eco-
nomic and foreign policy, some candi-
dates also attacked each other. The 
barbs are likely to cement views that 
DeSantis and Haley are the most viable 
alternatives to Trump, with most of the 
others struggling to gain traction.

Vivek Ramaswamy, the biotech inv -
es t or who drew attention during the 
first debate, came under attack from 
candidates, including Haley.

“Every time I hear you I feel a little bit 
dumber,” she said, as they sparred over 
the threat posed by TikTok, the social 
media app. “You’re now wanting kids to 
get on this social media that’s dangerous 
for all of us? . . . We can’t trust you.” 

Haley also criticised DeSantis for his 
scepticism of more aid for Ukraine, as 
the rift within the party over support for 
Kyiv spilled out. “This is not a ‘territo-
rial dispute’,” Haley said, on how DeSan-
tis had dismissed the war early this year. 

Presidential debate

Republican rivals line up to 
attack absent frontrunner

Lawyers seek clarification 

about whether ex-president 

will have to sell businesses

said James Knightley, chief interna-
tional economist at ING. 

Unless there is a swift resolution to the 
car worker strikes and the government 
shutdown, fourth-quarter GDP growth 
could “easily” turn negative, he warned.

Despite the prospect of such shocks, 
most economists still think the US can 
skirt a recession, in large part because 
the labour market has held up much 
better than expected, despite interest 
rates at their highest level in 22 years. 

According to Bloomberg forecasts, 
GDP growth will fall from an annualised 
seasonally adjusted 3 per cent in the 
third quarter to just 0.5 per cent in the 
final three months, before bottoming 
out at 0.1 per cent next year. The unem-
ployment rate is expected to peak at just 
above 4 per cent.

But economists are worried the foun-
dations beneath the surprisingly strong 
US consumer have become more fragile.

Consumers are estimated to have 
fully run down their excess savings this 

‘There is a real chance 
the economy is way 
weaker in the fourth 
quarter than in the third’

The city had seemingly been kept in 
the dark by a federal administration 
that has refused repeated requests from 
Adams for a meeting and has blamed 
the city for its management of the crisis. 
That is a departure from a year ago, 
when the two politicians enjoyed a sort 
of blue-collar bromance, with Adams 
calling himself “the Biden of Brooklyn”. 
Tensions have also flared in recent 
months between the Adams adminis-
tration and New York state’s governor, 
Kathy Hochul.

“This is an existential crisis for Demo-
crats,” one prominent New York City 
Democrat said, confessing that the 
party had been largely ignoring the cries 
from the border states and members 
were now being tested as to whether 
they could live up to their stated values.

In neighbouring New Jersey, governor 
Phil Murphy campaigned six years ago 
as a pro-immigration Democrat, but has 
since rejected the idea of sheltering im -
migrants at Atlantic City internatio nal 
airport, or anywhere else in the state. 

In New York, there have been acts of 
charity and generosity in a city that 
prides itself as an example of immigrant 
talent and ambition made manifest. 

There have also been signs of strain. 
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also stands in the way of efforts to end 
years of division and chaos.

Haftar’s security apparatus has some 
figures from the Gaddafi regime who 
“brought with them the same prac-
tices”, said a former western diplomat.

Libya has been ruled by rival regimes 
in the east and west since conflict broke 
out following elections in 2014. That 
year, Haftar made Benghazi his base and 
set about armed Islamists and other 
opponents. Derna, once considered an 
extremist bastion, fell to his forces in 
2018 and 2019 after a two-year siege. 

“Security in Benghazi has improved 
since the army took over,” said Hany al-
Warshafany, owner of a clothes shop in 
the city. “Before that I saw many victims 
of shootings.”

Faraj Najem, who heads the Centre for 
Peacebuilding in Benghazi, a group affil-
iated with eastern authorities, said he 
had been placed on an assassination list 
by extremists. “Haftar saved us from 
slaughter. Benghazi was occupied by Isis 
and the army under him was able to 
defeat them,” he said.

But analysts say Haftar also went after 
former anti-Gaddafi rebels who resisted 
efforts to reimpose autocratic rule. “He 
has smeared all his opponents as 
extremists to portray his repression to 
the west as counter-terrorism,” said 
Anas El Gomati, director of the Sadeq 
Institute, a think-tank in Tripoli. 

A decade ago, Mustafa Elsagezli, then 
living in Benghazi, ran a government 
agency seeking to disarm militia fight-
ers and integrate them into society. But 
when he tried to explain to “decision 
makers” that not all groups in Benghazi 
were jihadis, he failed.

“Once the war [in Benghazi] started 
no one wanted to hear me,” he said from 
exile in Turkey. “I was threatened by 
both sides that I and my children could 
be killed, and I had to leave Libya. Mili-
tias allied to the LNA took my house.”

In 2019, Haftar’s forces, backed by 
Russian Wagner mercenaries, marched 
on Tripoli to oust the UN-backed gov-
ernment but the following year they 
were defeated after Turkey intervened 
in support of the Tripoli administration. 

Since then, the elimination of Haftar’s 
critics has continued. Seham Sergiwa, 
an MP who opposed the war against 
Tripoli, was abducted by masked
gunmen who stormed her home in 
Benghazi in July 2019. Her fate remains 
unknown.

At the time, graffiti on a wall of her 
house signed by a brigade allied to the 
LNA read: “The army is a red line.”

Hanan Baraasi, a lawyer, was shot 
dead on a Benghazi street in 2020. 
Baraasi was a Haftar supporter but had 
alleged that his relatives were impli-
cated in corruption. 

After the floods, the eastern authori-
ties announced they were hosting an 
international conference in October to 
discuss reconstruction in Derna, where 
search operations continue. But the fear 
is that Haftar and his cronies will exploit 
the recovery process.

Badi of the Atlantic Council warned 
that the reconstruction process will be 
“viewed as a bonanza they can fight over 
and take kickbacks. Obviously the lion’s 
share would go to Haftar,” he added.

North Africa. Benghazi regime

Libyan warlord defies floods outrage

HEBA SALEH  — BENGHAZI

Billboards in Benghazi leave little doubt 
about who is in charge. Across the capi-
tal of eastern Libya, a moustached Khal-
ifa Haftar stares down sternly, an echo 
of Muammer Gaddafi’s dictatorship.

For nine years, the former CIA asset 
and his self-styled Libyan National 
Army have controlled the oil-rich east 
that has witnessed some of the bloodiest 
conflicts since Gaddafi’s fall in 2011.

Now, the region is reeling from the 
floods that devastated the coastal city of 
Derna with the loss of at least 4,000 lives 
and entire residential districts. 

Many Libyans blame the local author-
ities for the scale of the catastrophe, 
which was aggravated when two 
neglected dams in the hills above Derna 
collapsed after Storm Daniel hit on Sep-
tember 10. It followed years of warnings 
that they needed maintenance.

Hundreds of people protested last 
week in Derna in a rare display of public 
anger in the east, where the weak, inef-
fective government is beholden to 
Haftar. But there were no such protests 
against the former army general when 
he flew in to inspect the damage. 

“People would implicitly blame him 
but they know not to speak out against 
him because it would threaten their 
safety, and it could even be deadly,” said 
Emadeddin Badi, analyst at the Atlantic 
Council think-tank.

For some who took part in the revolu-
tion to oust Gaddafi, the rise of the auto-
crat who brooks no dissent has been 
galling. “Yes, he has restored security 
and no one now dares set up a militia in 
the east,” said a veteran of the 2011 
uprising. “But he is a dictator. It is like 
going back to square one.”

Some credit Haftar with ending assas-
sinations by Islamist radicals in Beng-
hazi. He has enjoyed backing from the 
United Arab Emirates, Egypt, Russia 
and France as he positioned himself as 
vital to the battle against extremism. 

But those who blame him for repres-
sion and human rights violations say he 

Renegade general reasserts 

authoritarian rule using 

Gaddafi’s men and methods

Rising anger: 
Libyans gather 
in Derna on 
September 18 to 
vent their anger 
at authorities 
for neglecting 
two dams in the 
hills above the 
flood-hit city
Hussam Ahmed/AFP/Getty 
Images

E very 10 years or so, it seems, another industry is 
nominated to be the new primary combat thea-
tre for trade wars involving China. (This is dis-
tinct from eternal wars of attrition such as the 
steel sector.) In the 2000s it was clothes and 

shoes. In the 2010s it was solar panels. The 2020s looked 
set to be the decade of semiconductors, but electric vehi-
cles are, as it were, coming up fast on the outside.

Two weeks ago the EU broke into the open and threat-
ened anti-subsidy duties on imports of EVs from China. 
European Commission president Ursula von der Leyen 
warned against repeating the experience of solar cells, 
where Chinese producers overtook an early European lead 
to dominate the EU and indeed global market.

But the EU’s problem with EVs has not primarily been a 
naive opening of the European market. The poorly tar-
geted and possibly counterproductive trade restrictions, 
which risk holding back the green transition by making 
EVs more expensive, are not a substitute for creating an 
environment in which European companies can compete.

In reality, even if anti-subsidy duties are granted, they 
probably will not make much difference to competition 
between Chinese and European car companies. The single 
biggest source of made-in-China EV imports are the Tesla 
cars made in the US company’s plant in Shanghai province, 
not the indigenous Chinese brands, which have relatively 
small footholds. If the commission genuinely wanted to 
give European industry a general breathing space, it would 
have gone for a “safeguard measure”, which gives tempo-
rary protection against all imports, rather than singling 
out China.

Under EU rules it is 
hard to prove massive 
effects from trade-dis-
torting subsidies, cer-
tainly compared with 
complaints of unfair pric-
ing (anti-dumping), so 
anti-subsidy tariffs on 
Chinese EVs will probably 
only be around 10 per cent. Although there is some leeway 
to differentiate between producers, duties are also likely to 
hit imports of EVs made in China by European companies 
such as Volkswagen. It was the commission itself, under 
pressure from the French government, that initiated the 
EV investigation. The German car companies in particular, 
aware of the potential for damage to their exports and for 
retaliation in the Chinese market, are not enthusiastic.

And in one of the most telling issues, it is only subsidies 
over the past year that are counted when calculating trade 
distortions. China has established a lead in EV manufac-
ture — as in other green tech industries — by pouring in 
money for well over a decade in various forms, including 
subsidised credit, land and industrial inputs.

It is true the EU will always struggle to match that scale 
and type of government support. EU states, constrained by 
rules on state aid, have generally offered consumer subsi-
dies to encourage EV adoption no matter where they were 
made. By contrast, according to a report by think-tank 
CSIS, more than a third of China’s government subsidy to 
EVs between 2009 and 2017 went to support domestic pro-
duction, including research and development.

But even within these constraints, there has been a 
chronic lack of imagination and investment in the EU. 
European carmakers started with massive advantages of 
globally famous brands and experience in building supply 
chains. But while China was establishing its EV base from 
the 2010s onwards and starting to capture the EU market 
in EV batteries, the German car industry was more focused 
on cheating emission tests in the Dieselgate scandal, with 
the help of weak regulators, and lobbying for delaying offi-
cial targets for ending sales of internal combustion cars.

The main issue here is not the unfairness of emerging 
Chinese competition. It is the time it has taken that compe-
tition to prod Europe’s car industry and its complacent 
governments into action. The trade restrictions being pro-
posed by the commission are not a cure so much as a symp-
tom. The fix for Europe’s malady lies within itself.

alan.beattie@ft.com
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malady at heart of 
Europe’s car industry

There has been a 
chronic lack of 
imagination
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in the EU
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SUN YU  — BEIJING

Lan Fo’an, a former provincial governor 
and veteran official, is expected to be 
named soon as China’s finance minister, 
say people familiar with the matter, as a 
reshuffle of top officials continues.

Beijing said yesterday that Lan, until 
this week the Communist party secre-
tary of Shanxi and previously the north-
ern province’s governor, would become 
party chief at the ministry of finance.

Up to now that role has been held by 
Liu Kun, finance minister, who is 
expected to leave the ministry soon.

The elevation of Lan, 61, appears to 
signal an end to President Xi Jinping’s 
overhaul of his economic policy team 

this year. Xi began an unprecedented 
third term in March as the leader of the 
world’s second-largest economy. 

Other top economic policymaking 
bodies, led by the People’s Bank of China 
and the National Development and 
Reform Commission, have also had 
changes of leadership this year.

Broader changes in the Chinese gov-
ernment this year have included the 
removal of Qin Gang, foreign minister, 
as well as what US officials believe is a 
decision to strip Li Shangfu of his 
responsibilities as defence minister. 

Such moves have underpinned per-
ceptions that power under Xi is becom-
ing still more centralised and less trans-
parent.

Lan, whose record includes governor-
level posts in three provinces, is facing a 
daunting task. 

The finance ministry is under pres-
sure to kick-start the economy, which 

has been suffering under the burden of 
rocketing local government debt and 
massive real estate defaults. The impact 
of the relaxation of Covid-19 restrictions 
on reviving economic activity has also 
fallen short of expectations.

People close to the finance ministry 
said Lan was in line for the post of minis-
ter but would have little leeway to 
design policy initiatives on his own, as 
decision-making had been centralised.

“All he could do is to listen to what his 
boss tells him and then implement,” 
said a person close to the ministry.

A native of the southern Guangdong 
Province, Lan began his career in 1985 
on the staff of the finance ministry. He 
then spent more than two decades in 
Guangdong working in the finance and 
audit departments.

The people close to the finance minis-
try said Lan was chosen in part because 
of his connection to Liu, who played a 

critical role in choosing his successor, as 
the men worked together at the Guang-
dong Finance Bureau in the 2000s.

“Lan is the kind of candidate who not 
only understands what he does but also 
has trust from the top leadership,” said a 
person close to the finance ministry. 
“You need to have both qualities to 
move up these days.”

Another person familiar with the 
matter said Lan’s connection with Liu 
would stand him in good stead with He 
Lifeng, his new boss and China’s eco-
nomic policy chief vice-premier. 

Liu and He are said to be close because 
they were classmates at Xiamen Univer-
sity. 

But Lan’s lack of macroeconomic 
experience would raise questions about 
his ability to address China’s structural 
challenges, which economists believed 
require deep and disruptive reforms to 
resolve, the person said.

China

Beijing veteran to be finance minister 
Naming of party official 
suggests final move in Xi’s 
economic team overhaul

‘All he
could do
is to listen 
to what
his boss 
tells him 
and then 
implement’

AANU ADEOYE — LAGOS

Burkina Faso’s ruling junta has claimed 
to have thwarted a coup attempt, in the 
latest sign of splits within the military’s 
senior ranks as it battles an in t en si -
fying insurgency in the Sahel state.

Rimtalba Jean Emmanuel Ouedraogo, 
for the military transition government, 
said late on Wednesday that the coup 
was foiled by the intelligence and secu-
rity services on Tuesday. 

The military prosecutor’s office later 
said four officers had been arrested and 
two others were on the run in the west 
African country, adding that there were 
“credible allegations about a plot ag -
ainst state security implicating officers”.

Like its neighbours Mali and Niger, 
Burkina Faso is struggling to cope with a 
worsening security crisis that has 
spread throughout the Sahel, the semi-
arid strip south of the Sahara desert. 
Armed campaigns by al-Qaeda and Isis 
affiliates and other local groups have 
killed thousands of people and dis-
placed millions. All three countries are 
run by military governments that swept 
to power promising to restore stability. 

The three countries formed a security 

alliance this month to assist one another 
in the event of a rebellion or external 
aggression. The mutual defence pact 
was formed in direct response to 
regional bloc Ecowas’s threat to restore 
deposed Niger president Mohamed 
Bazoum with force.

“The actors of this disastrous project 
of destabilisation, driven by interests at 

odds with the dynamic of reconquest of 
our national territory and the sover-
eignty of our dear country, harboured 
the dark intention of attacking the insti-
tutions of the republic and precipitating 
our country in chaos,” Ouedraogo said.

Thousands of pro-junta supporters 
took to the streets of the capital Ouaga-
dougou and other cities to show support 
for junta leader Ibrahim Traoré on 
Tuesday, and again on Wednesday.

Such divisions are common within 
Burkina Faso’s military. Transitional 

president Traoré seized power a year 
ago when he unseated Colonel Paul-
Henri Sandaogo Damiba, who himself 
ousted democratically elected president 
Roch Kaboré in January 2022. 

Traoré made sweeping changes at the 
top of the security agencies this month, 
including appointing a new chief for the 
National Intelligence Agency, following 
the arrest of army officers accused of 
planning a putsch.

News of a second foiled coup attempt 
in a month comes in the same week the 
junta suspended online and print distri-
bution of French magazine Jeune Afri-
que for what it called “un truthful” re -
ports about tensions within the military.

Some in the Burkinabé military have 
questioned the transitional govern-
ment’s strategy against al-Qaeda and 
Isis affiliates, observers said, adding 
there is also discontent among troops 
over pay and working conditions. Islam-
ist groups have been increasing their 
presence since 2015.

More than 50 soldiers and civilian vol-
unteers were killed this month in the 
northern province of Yatenga. The junta 
has increasingly relied on volunteer 
fighters since Traoré’s coup. 

Sahel region 

Burkina Faso junta claims to have foiled coup 

There were ‘credible 
allegations about a plot 
against state security 
implicating officers’

KATHRIN HILLE — KAOHSIUNG

Taiwan has unveiled its first domesti-
cally built submarine, demonstrating 
its determination to counter growing 
military pressure from China.

Completion of the vessel, which has 
taken almost seven years at a cost of 
($1.5bn), is a milestone for Taiwan, 
which has struggled for decades to buy 
submarines and acquire the technology 
to build them. Beijing has pressed other 
countries not to sell them.

“We did it,” said President Tsai Ing-
wen yesterday, in front of the submarine 
at state-owned shipbuilder CSBC in the 
southern port of Kaohsiung. She said 
the sub would “dive deep into the sea 
with Taiwan’s spirit of resilience and 
courage and quietly safeguard our 
home, freedom and democracy”.

Taiwan plans to build up to eight of 
the vessels, which national security and 
military officials said would strengthen 
its ability to counter China’s rapidly 
growing navy. Taipei only has two old 
Dutch-made subs, which it acquired in 
the 1980s, and has been pursuing new 
underwater capabilities since the 1990s.

In April 2001, then US president 

George W Bush approved the sale of die-
sel-electric subs to Taiwan. However, no 
deal was concluded, as the US only 
builds nuclear-propulsion subs and die-
sel-electric propulsion technology could 
not be secured from other countries.

Frequent disputes over defence budg-
ets in Taiwan’s legislature also delayed 
efforts to acquire subs. Tsai started the 
indigenous programme after becoming 
president in 2016.

Admiral Huang Shu-kuang, a former 
navy commander who is now on Tsai’s 
National Security Council, heads the 
programme, and said at the unveiling 
that the vessel would be handed over to 
the navy by the end of 2024.

Huang said it would have MK 48 anti-
sub and anti-surface warfare torpedoes 
supplied by Lockheed Martin.

Taiwan is keeping much about its sub 
supply chain under tight wraps, fearing 
that Beijing could press suppliers to cut 
off support. But Cheng Wen-lon, CSBC’s 
chair, said the vessel had a “local con-
tent quota” of about 40 per cent.

“It is the key weapons systems, the 
electronics, the sonar which we cannot 
produce by ourselves,” said Shu Hsiao-
huang, an analyst at the Institute for 
National Defense and Security Re s -
earch, the defence ministry think-tank.

Many US defence experts see the 
project as a distraction from Taiwan’s 
need to quickly build stocks of cheap 
and mobile munitions and strengthen 
its defences against a ground invasion.

But Taiwanese strategists argue subs 
could greatly complicate operations of 
China’s People’s Liberation Army Navy 
in the straits north and south of Taiwan.

Tsai called the vessel “an important 
piece of equipment in the navy’s devel-
opment of asymmetric fighting power”. 
Observers said it showed Taipei’s desire 
to rally public confidence as China esca-
lates a military intimidation campaign.

Defence

Taiwan builds first submarine to resist China

Unveiled: Narwhal, Taiwan’s first 
domestically produced submarine 
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TIM BRADSHAW — LONDON

Thousands of Apple customers have 
complained that the latest iPhone 
models are overheating, a week after 
they debuted with cutting-edge chips. 

Some buyers of the iPhone 15 Pro and its 
larger Pro Max sibling have vented on 
online forums — including Apple’s cus-
tomer support pages, Reddit and other 
social media platforms — that their 
devices are too hot to touch. 

More than 2,000 people on Apple’s 
community forum said they had experi-
enced the overheating issue. 

“I just got the iPhone 15 Pro today and 
it’s so hot I can’t even hold it for very 
long!” wrote one commenter. 

“Listening to Spotify while using 
iMessage and it’s uncomfortably hot in 
my hands caseless,” said another post. 
“Even with a case it’s quite warm.” 

However, other iPhone 15 buyers have 
denied experiencing the problem, 
which some commenters ascribed to 
cheap charging cables, excessive use of 
video or gaming apps, or a short-term 
rise in processing that ends after a new 
device’s initial set-up. 

Apple declined to comment. Its cus-
tomer support pages suggest that 
iPhones “might get warm” when setting 
up for the first time, using wireless 
charging or playing “graphics-intensive 
or processor-intensive apps”. 

The iPhone 15 Pro is the first mass-
market consumer device to be built 
around new 3nm chip technology from 
Taiwan Semiconductor Manufacturing 
Company, the chipmaker that supplies 
Apple as well as Nvidia and many other 
Silicon Valley companies. 

Apple described the A17 Pro chip as 
“game-changing”, including the “big-
gest redesign in the history” of its cus-
tom processors for rendering graphics 
and video games. The higher-tier mod-
els, which cost at least $999, are also the 
first iPhones to feature titanium cases 
instead of aluminium or steel. 

Ming-Chi Kuo, an analyst at TF Inter-
national Securities known for his 
insights into Apple’s supply chain, said 
in a note earlier this week that overheat-
ing issues were likely “unrelated to 
TSMC’s advanced 3nm node”. 

Kuo speculated that Apple could fix 
the problem with a software update, 
although doing so would likely impair 
the iPhones’ performance. 

He added that sales could be affected 
if the company did not “properly 
address the issue”. 

Apple hit by 
claims latest 
iPhones are 
overheating

Dealmaking drought M&A activity languishes at a 10-year low as high interest rates chill private equity ventures y COMPANIES

SARA GERMANO — NEW YORK

US private equity firm Dynasty 
Equity has purchased a minority 
stake in Liverpool Football Club 
worth at least $100mn, according to 
two people familiar with the matter.

The investment in the English Pre-
mier League football club is the latest 
example of private equity’s interest in 
sport and underscores the growing 
market for new sports-focused funds 
such as Dynasty.

Liverpool is owned by Boston-
based Fenway Sports Group, a consor-
tium of media companies and profes-
sional sports teams that include the 
Boston Red Sox in baseball and Pitts-
burgh Penguins in ice hockey. 

FSG itself has received passive insti-
tutional investments from other 
sports-focused funds, including Arc-
tos Sports Partners and RedBird Capi-
tal Partners.

The group in February called off a 

potential sale of Liverpool but 
retained Morgan Stanley and Gold-
man Sachs as financial advisers for 
outside investment options, leading 
to the Dynasty transaction.

“Our long-term commitment to 
Liverpool remains as strong as ever,” 
said FSG president Mike Gordon in a 
statement. “We have always said that 
if there is an investment partner that 
is right for Liverpool then we would 
pursue the opportunity to help ensure 
the club’s long-term financial resil-
iency and future growth.”

FSG and Dynasty said the new 
funds would be used to pay down debt 
accrued at Liverpool during the pan-
demic, infrastructure investments at 
the club’s Anfield stadium and 
broader growth off the pitch.

FSG, which bought Liverpool for 
£300mn in 2010, did not disclose the 
valuation of the club in light of the 
new investment. But Forbes valued it 
at $5.3bn in May, rating it as the 

world’s fourth most valuable football 
club. The club narrowly missed quali-
fication for the Uefa Champions 
League at the end of the 2022-23
season but now sits in second place in 
the Premier League. 

New York-based Dynasty was 
founded last year by asset manage-
ment veteran Jonathan Nelson and 
investment banker Don Cornwell. 

Through their respective back-
grounds at Providence Equity Part-
ners and PJT Partners the pair have a 
history of advising or leading on 
sports industry deals, including the 
creation of broadcaster YES Network, 
the sale of sports talent manager IMG 
to Hollywood agency William Morris 
Endeavor and the sale of the Buffalo 
Bills American football team. 

The stake in Liverpool FC is 
Dynasty’s first investment. Nelson 
and Cornwell said in a statement they 
were excited to support the club and 
partner with FSG.

Football focused US private equity newcomer 
Dynasty snaps up $100mn stake in Liverpool 

L istening to Mark Zuckerberg 
this week, it has been hard 
not to conclude that when it 
comes to artificial intelli-
gence, much of the tech 

industry is throwing whatever new 
ideas it can think of at the wall to see 
what sticks.

The Meta chief executive used his 
company’s annual developer confer-
ence to show how its 3bn users would 
soon be able to do things such as embel-
lish their pictures on Instagram with 
new digital effects or chat via text with 
AI-generated avatars of celebrities.

Zuckerberg has spent much of the 
past year downplaying the near-term 
prospects for the immersive 3D 
metaverse he has long promoted. 
Instead, he has been advancing the idea 
that new forms of AI will supercharge all 
of his company’s existing services.

As he said this week, he once thought 
people would buy Meta’s augmented 
reality glasses to watch dramatic-look-
ing holograms overlaid on the real 
world. Now he thinks they’re as likely to 
buy them for far more prosaic reasons, 
like being able to view brief text descrip-
tions of things they are looking at.

Which, if any, of these new uses of AI 
will catch on? And could any of them 
ignite the kind of fervour that followed 
last year’s arrival of ChatGPT? The 
experimentation feels much like the 

Race is on to discover AI uses that will catch on with the masses

pursuing multimodal models for even 
longer. This could shake up competition 
in consumer technology. OpenAI’s 
launch of voice services, for instance, 
could see it leapfrog Amazon, which last 
week promised to bring chatbot-style 
intelligence to its Alexa-powered smart 
speakers. But while Amazon is still 
describing what it might do, OpenAI 
says it is already able to deliver.

Another new front in this consumer 
AI race involves hardware. Predictions 
that the smartphone will be superseded 
by new gadgets that are less intrusive 
and better suited to AI are not new. Both 
big tech companies and start-ups have 
experimented for years with smart 
glasses, wristbands and other “weara-
bles” designed to create a more seamless 
technology experience than a handset. 

OpenAI’s exploration of new AI-pow-
ered hardware is at an early stage. But 
its interest in teaming up with Ive sug-
gests that it sees the chance for an 
“iPhone moment” that will have the 
same kind of impact Apple’s smart-
phone had on mobile communications. 
Exactly what form that will take — or 
what these new gadgets will be used for 
— is hard to predict.

Zuckerberg capped Meta’s developer 
event this week with a demonstration of 
his company’s smart glasses being used 
to stream live video from the front seat 
of a racing car. It was an odd throwback 
to the early 2010s and the early days of 
augmented reality, when Google 
launched its then revolutionary Glass 
on the world with a similar demo.

Back then, it was easy to imagine we 
would all be wearing smart glasses by 
now. More than a decade on, it is still 
hard to make out exactly how the next 
generation of AI-powered services will 
infiltrate our daily existence.

richard.waters@ft.com
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period in mobile computing that pre-
ceded the launch of the iPhone. Many in 
the tech industry were convinced that 
the merging of computing and mobile 
communications would bring a new era. 
They were right — but it wasn’t until 
Apple came up with its first touchscreen 
handset in 2007 that the way forward 
was clear.

Zuckerberg is far from alone in this 
quest for the formula that will take AI to 
the masses. OpenAI, the company 
behind ChatGPT, is also exploring ways 
to embed its technology into new serv-
ices and products.

This week, the AI start-up announced 
new voice and image capabilities for 
ChatGPT. Take a picture of the contents 
of your fridge, it said, and the chatbot 
could tell you what to have for dinner 
and walk you through a recipe. Or you 
could call on it to 
settle a debate over 
the dinner table, 
without requiring 
everyone to start 
tapping on their 
smartphones. It 
also emerged that 
OpenAI is explor-
ing a tie-up with iPhone designer Sir 
Jony Ive to come up with new digital 
gadgets that are purpose-built for its 
new technology.

The latest efforts from Meta and 
OpenAI highlight two of the main fronts 
that are opening up in the consumer AI 
race. One is the emergence of so-called 
multimodal systems that combine an 
understanding of text, image and voice. 
A year or two ago, the technologies for 
this were running on parallel but sepa-
rate tracks: OpenAI’s Dall-E 2 image 
generator was an AI sensation well 
before the launch of ChatGPT. Integrat-
ing these into the same service creates 
far more possibilities. Google has been 

Take a picture of the 
contents of your fridge, 
OpenAI said, and 
ChatGPT could tell you 
what to have for dinner

On the ball: Trent Alexander-Arnold celebrates scoring for Premier League Liverpool — Darren Staples/AFP via Getty Images

this summer coming close to default 
and signs of spillover effects at invest-
ment firm Zhongrong.

Hui rode the wave of China’s urbani-
sation to becomes Asia’s richest man, 
but has seen his wealth plummet and 
has come under pressure to personally 
support his cash-starved company.

In an early sign that he had fallen out 
of favour, last year he was excluded 
from the Chinese People’s Political Con-
sultative Conference, an advisory body 
to the National People’s Congress in Bei-
jing that he joined in 2008.

Evergrande did not respond to a 
request for comment. Hui could not be 
reached for comment.

Beijing sought to rein in its highly 
indebted developers in 2020 and opted 
against bailing out Evergrande and the 
dozens of its peers that have defaulted 
in the past two years. Instead, it priori-
tised ensuring that unfinished construc-
tion projects were completed.

But policymakers in recent months 
have sought to be more supportive, 
given continued weakness across a sec-
tor that typically accounts for more 
than a quarter of economic activity. 
Major cities have also relaxed restric-
tions on house purchases that were 
designed to prevent prices overheating.

Sustained pressure on the once-
booming property market is part of an 
array of economic difficulties facing 
President Xi Jinping’s government, 
including declining exports and a disap-
pointing rebound from the lifting of 
zero-Covid policies earlier this year.

Police in the southern city of Shen-
zhen, where the group is based, said this 
month that they had detained some 
employees at its wealth management 
unit. The unit used to borrow from retail 
investors and Evergrande said after the 
police announcement that some of its 
staff had been placed under “criminal 
coercive measures”.

Fresh blow for 
Evergrande 
as chair faces 
criminal probe 
3 Beijing imposes ‘measures’ on Hui 
3 Debt restructuring deal in danger

THOMAS HALE — SHANGHAI
CHENG LENG — LONDON

Evergrande said yesterday its chair, Hui 
Ka Yan, had been placed under “manda-
tory measures” on suspicion of involve-
ment in “illegal crimes”, a sign of esca-
lating government pressure on the Chi-
nese developer almost two years after 
its default shook global markets.

In a statement to the Hong Kong stock 
exchange, the company said it had 
“received notification from relevant 
authorities” of the action against Hui, 
but gave no further details regarding the 
measures or any alleged crimes. 

The announcement followed a report 
by Bloomberg this week that Hui had 
been taken away by police earlier this 
month and put under so-called residen-

tial surveillance, a form of police action 
short of formal detention or arrest.

Evergrande, which sparked a prop-
erty crisis in China when it defaulted on 
its debts in late 2021, had in recent 
months appeared to be approaching a 
restructuring agreement with interna-
tional creditors.

But the company said at the weekend 
that an official investigation was now 
preventing it from issuing new notes, 
citing the need to comply with measures 
imposed by top financial regulatory 
bodies in China. Inability to issue new 
notes would in effect prevent the plan 
from going ahead.

The last-minute derailment of the 
deal came as Beijing struggles to contain 
a cash crunch that continues to weigh on 
its economically critical property sector, 
with fellow developer Country Garden 

Beijing is struggling with 
the cash crunch weighing 
on its economically 
critical property sector
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ROBERT SMITH — LONDON
CHLOE CORNISH — MUMBAI

Adani Group, the Indian conglomerate 
accused of accounting fraud by a US 
short seller, has changed the auditor of 
its main UK subsidiaries to a firm with 
four partners. 

It is the latest audit shake-up in Indian 
billionaire Gautam Adani’s business 
empire since Hindenburg Research 
accused the group of stock price manip-
ulation and fraud in January, triggering 
a stock market sell-off that wiped bil-
lions from the conglomerate’s value. 

The US short seller flagged Adani’s 
use of a “tiny firm” in India called Shah 
Dhandaria & Co as one of its main audi-
tors, prompting the conglomerate to 
state in a rebuttal that its companies 
“follow a stated policy of having global 
big 6 or regional leaders as statutory 
auditors”. 

In the UK, Adani Energy Holdings 
Limited and its subsidiaries filed annual 

accounts with Companies House last 
month that were audited by Ferguson 
Maidment & Co, a London-based firm 
that has four partners.

Adani’s UK subsidiaries were previ-
ously audited by Crowe UK, Britain’s 
12th largest accountancy firm, accord-
ing to Accountancy Age’s rankings. 
Crowe resigned as auditor in March two 
months after Hindenburg’s report. 

Crowe said there “were no reasons or 
matters connected with the firm’s resig-
nation that we considered should be 
brought to the attention of members or 
creditors of the companies”.

Adani had already shifted the audit of 
these UK entities, which are holding 
companies for renewable energy 
projects in India, away from a Big Four 
auditor. Adani acquired the companies 
in 2021 from Japan’s SoftBank, which 
previously used Deloitte as their auditor.

Vivek Kapoor, the Ferguson Maid-
ment partner who signed off on Adani 
Energy Holdings’ financial statements 

for the year ended 31 March 2023, 
declined to comment on the audit, cit-
ing client confidentiality. He added that 
“Ferguson Maidment & Co can trace its 
history to over 130 years and the firm 
has always had high-profile clients”.

The firm traces its roots to Alexander 
Fletcher Ferguson, who was the first 
British chartered accountant to estab-
lish an audit firm in India in 1893.

Ferguson Maidment’s own accounts 
at Companies House list it as a “micro 
company” with only £4 in assets. 
Kapoor said these accounts related to “a 
non-trading dormant company” that 
“was historically set up to protect the 
name of the firm”. He did not respond to 
a further question on where the com-
pany’s main accounts were filed.

Adani Group did not respond to a 
request for comment. It had denied 
Hindenburg’s allegations.

Adani Energy Holdings Ltd is a subsid-
iary of Adani Green Energy Ltd, one of 10 
listed companies that the conglomerate 

controls in India, ranging from power 
and energy groups to ports and airports. 
TotalEnergies owns a 20 per cent equity 
stake in Adani Green Energy. 

Adani Green Energy is jointly audited 
by SRBC & Co, an Indian partner firm of 
Big Four group EY, and Dharmesh 
Parikh & Co, a smaller firm in the city of 
Ahmedabad, where Adani has its head-
quarters. These auditors say they rely on 
work by the other accounting firms who 
scrutinise Adani Green’s subsidiaries. 

The sole director of London-based 
Adani Energy Holdings Limited and its 
UK subsidiaries is Sanjay Newatia, a 
former Credit Suisse banker who now 
runs SKN Advisors, which describes 
itself as a “bespoke consultancy serving 
corporates and ultra-high net worth cli-
ents across UK, India and Middle East”.

Newatia did not respond to requests 
for comment. He told the FT in Febru-
ary that Adani “likes to promote smaller 
firms as a matter of practice for its non-
listed entities”.

the UK Supreme Court allowed the trial 
to go ahead, with Mozambique pursuing 
about $1.5bn in damages.

UBS lawyers are keen to avoid the dis-
pute going to trial and are pushing for a 
settlement, according to three people 
with knowledge of the matter.

Lawyers in London for the African 
nation remained ready for the trial to 
start on Monday, another person 
briefed on the process said.

The Swiss lender has been focused on 
clearing up legacy legal disputes since it 
agreed to take over its former rival in 
March.

On Wednesday, France’s top court 
said it would give its final verdict in 
November in UBS’s long-running tax 
evasion case where the bank is contest-

ing a €1.8bn penalty. Last month, UBS 
agreed to pay $1.4bn to resolve a US reg-
ulatory probe into the alleged mis-sell-
ing of residential mortgage bonds in the 
run-up to the 2008 financial crisis, 
wrapping up the last remaining case 
brought by the US government against 
Wall Street groups over the issue.

The bank has also agreed to pay 
$388mn to US and British regulators 
over Credit Suisse’s failings around the 
collapse of Archegos Capital, which 
caused a $5.5bn trading loss for the col-
lapsed lender.

UBS has just under $10bn of provi-
sions and contingent liabilities for litiga-
tion and regulatory matters, according 
to estimates by JPMorgan. 

The Mozambican case relates to one 

of Africa’s biggest corruption cases. In 
2013 Mozambican state companies 
issued debts under guarantee by one of 
the world’s poorest nations, ostensibly 
to fund tuna fishing and other projects, 
but the loans soon collapsed in default 
over the alleged looting of hundreds of 
millions of dollars. 

Mozambique is looking to recoup 
losses from Privinvest, a Gulf-based 
shipbuilder that supplied boats and 
other kit under the deal, and Credit 
Suisse, which arranged much of the 
debt. They deny the claim.

Credit Suisse failed to get the lawsuit 
struck out in June having agreed to pay 
$475mn in fines and forgive $200mn of 
debt owed by Mozambique in a series of 
co-ordinated settlements with four reg-

OWEN WALKER, STEPHEN MORRIS, 
AND JANE CROFT — LONDON
JOSEPH COTTERILL — JOHANNESBURG

UBS is seeking a last-minute deal with 
the government of Mozambique to 
avoid a bruising courtroom battle over 
Credit Suisse’s involvement in the $2bn 
“tuna bonds” scandal, according to peo-
ple briefed on the discussions.

A 13-week trial at London’s High 
Court is due to start next week in the 
case brought by Mozambique against 
Credit Suisse, which UBS acquired in a 
rescue deal six months ago. Last week, 

Lender in last-ditch push 
for deal with Mozambique 
before Credit Suisse trial

IVAN LEVINGSTON — LONDON 
ORTENCA ALIAJ AND JAMES 
FONTANELLA-KHAN — NEW YORK

Global dealmaking is languishing at a 
10-year low as high interest rates 
chill private equity activity and a more 
hostile antitrust environment deters 
companies from pursuing rivals. 

At $2tn, the value of merger and 
acquisition deals announced in the first 
nine months of the year was the lowest 
since 2013 and down 28 per cent on the 
same period in 2022, data from the Lon-
don Stock Exchange Group shows. 

The fall in big deals worth $10bn or 
more has been particularly stark, drop-
ping 42 per cent over the first nine 
months of the year compared with the 
same period last year. 

A slow start to the year was capped 
with the worst third quarter since 2012 
with $616mn of deals. 

US banks have retrenched as M&A 
has slowed from the post-pandemic 
frenzy of 2021. Worldwide investment 
banking fees have slipped 12 per cent 
from this time last year to $76bn with 
fees for the third quarter at their lowest 
quarterly level since the start of 2016. 

A trio of potential blockbuster deals 
unveiled since the start of September 
has raised hopes among bankers and 
lawyers of a revival in the market as 
uncertainty around the economic out-
look starts to lift. 

“In the last two weeks, I’ve received 
calls from big [strategic bidders] look-
ing at multibillion transactions in their 
sectors and those are phone calls I didn’t 
get six to 12 months ago,” said Bill
Curtin, global head of M&A for law firm 
Hogan Lovells. 

Last week, the US technology com-
pany Cisco agreed its largest ever acqui-
sition, a $28bn deal to buy US software 
maker Splunk, while Norwegian classi-
fieds business Adevinta confirmed that 
it had received a non-binding approach 
from private equity houses Permira and 
Blackstone, pushing its enterprise value 
up to about $14bn including debt. 

This month, two of the world’s largest 
packaging companies, WestRock of the 
US and Ireland’s Smurfit Kappa, entered 
into a tie-up to create a global group 
worth almost $20bn.

“On balance, boards feel they have 
managed the challenges of the last year 
and a half and are now focused on how 

Worst third quarter for global 

dealmaking since 2012 

extends a lacklustre year so far

Emea. “While momentum is building, 
deals in the $1bn to $5bn territory are 
going to be the mainstay of the bigger 
end of the market.”

Higher interest rates have driven up 
the cost of borrowing to fund acquisi-
tions. That has taken a particular toll on 
private equity buyers, an engine for 
M&A in recent years. 

“Private equity activity levels are still 
down and that is primarily due to the 
debt financing markets and the cost of 
financing remains high, certainly com-

to stay competitive and relevant for the 
next five to 10 years,” said Jan Weber, 
head of M&A for Europe, Middle East 
and Africa at Morgan Stanley.

But dealmakers warn they are not 
expecting activity to roar back. This is 
the second year in a row that global 
M&A declined by a double-digit amount 
— the first time that has happened since 
just after the financial crisis of 2008-09. 

“It’s hard to see any one big driver for 
a slew of upcoming M&A,” said Dwayne 
Lysaght, JPMorgan’s co-head of M&A for 

On board: 
software maker 
Splunk has been 
acquired by tech 
company Cisco 
in a $28bn deal, 
raising hopes
of a revival in 
the market
Michael Vi /Alamy

‘The cost of 
financing 
remains 
high, 
certainly 
compared 
with prior 
years when 
sponsor 
activity
was much 
higher’
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ulators in three countries two years ago. 
Mozambique has accused Privinvest of 
paying $136mn in bribes to state offi-
cials and Credit Suisse bankers working 
on the debt. Three former Credit Suisse 
bankers admitted receiving kickbacks 
on the debt issue in US criminal cases.

As well as damages for the alleged 
bribes, Mozambique’s claim included 
more than $1bn over the withdrawal of 
international financial support, more 
than $260mn for higher debt costs and 
about $100mn in fees on the loans, the 
UK Supreme Court said in its judgment 
last week.

UBS declined to comment. The 
Mozambican attorney-general, Privin-
vest and lawyers for Mozambique did 
not respond to requests for comment.

UBS seeks to settle ‘tuna bonds’ lawsuit

pared with prior years when sponsor 
activity was much higher,” said Krishna 
Veeraraghavan, a partner at Paul Weiss. 

PE transactions totalled $393bn so far 
this year, a 41 per cent drop compared 
with the same period last year.

Would-be buyers have also been put 
off by a more muscular approach from 
antitrust regulators to acquisitions. 

Microsoft’s $75bn takeover of Activi-
sion Blizzard was initially blocked by 
the UK competition regulator, which 
only approved the deal after the terms 
were significantly reworked, while in 
the US, the Federal Trade Commission 
has launched a lawsuit challenging 
serial acquisitions by private equity 
firms on antitrust grounds. 

“Most deals are being cleared despite 
the negative attitude of some regula-
tors,” said Frank Aquila, senior M&A 
partner at Sullivan & Cromwell. 

But he added that getting the neces-
sary antitrust approvals was still a chal-
lenge, as was financing. 

“Tighter credit has led many buyers 
to increasingly tap the private debt mar-
ket,” he said. 

That has made doing the largest
deals more difficult because it is trickier 
to assemble such sizeable debt pack-
ages. 

BARNEY JOPSON — MADRID
SÉRGIO ANÍBAL — LISBON  
PHILIP GEORGIADIS — LONDON

Portugal’s national carrier TAP has 
been put up for sale by the government 
in a move that opens the way for more 
airline consolidation and a potential 
bidding war involving British Airways 
owner IAG and Air France-KLM.

Fernando Medina, Portugal’s finance 
minister, said yesterday that the cabinet 
had approved the privatisation of the 
airline — which is wholly owned by the 
government — and that at least 51 per 
cent of its shares would be sold.

TAP, which is estimated to be worth 
about €1bn and swung back into profit 
last year, is emerging from years of trou-
ble that have included near bankruptcy, 
a government bailout and scandals. 

Its sale would represent a new stage of 
consolidation in Europe’s airline indus-
try, which has been accelerated by the 
pandemic. The region’s three main air-
line groups, IAG, Air France-KLM and 
Lufthansa, have each said they are look-
ing for acquisitions and expressed inter-
est in TAP, which would open up the 
increasingly lucrative South American 
market.

“We see the takeover of TAP as being 
part of the ongoing consolidation that 
[is] playing out in Europe with the end 

game likely being three large network 
carriers and Ryanair,” said Mark Simp-
son, aviation analyst at Goodbody.

Luis Gallego, IAG’s chief executive 
said: “We’ll have to study the process [of 
privatisation] and carefully consider 
the details, but we feel optimistic and 
believe that TAP can become another 
success story within IAG.”

IAG this year agreed a deal to buy 
Spain’s Air Europa, while Lufthansa 
bought Italy’s ITA, the successor to the 
defunct Alitalia. 

On TAP, Medina said: “There are 
interested airlines and their interest is 
public, which we welcome as a positive 
sign for the success of this operation.” 
He also noted TAP’s “privileged connec-
tions” to the Portuguese-speaking coun-
tries Brazil, Angola and Mozambique.

TAP ended a protracted run of losses 
and returned to the black in 2022 with a 
profit of €66mn. 

The Portuguese government left open 
the option of selling 100 per cent of its 
TAP shares, but also said up to 5 per cent 
would be reserved for employees of the 
company. It said it was looking for “an 
investor of scale” from the airline sector 
that would ensure the company’s 
growth, the development of Lisbon as a 
hub, and make the most of underuti-
lised airports, notably Porto. 

TAP was last privatised in 2015 but 
the collapse of air travel during the pan-
demic brought it to the brink of failure. 
The government chose to save it in June 
2020 via a nationalisation plan 
approved by the European Commission. 
The rescue aid totalled €3.2bn of loans 
and loan guarantees and led to a forced 
restructuring.

Along with the main TAP airline, the 
sale will include Portugália, a small busi-
ness that does short-haul flights, as well 
as a catering company and a health serv-
ices group.

Portugal’s sale 
of national 
carrier TAP 
opens way for 
bidding war

Financials. Interest rates

M&A hits decade low on private equity drought

‘We see the takeover of 
TAP as being part of the 
ongoing consolidation that 
[is] playing out in Europe’

Banks Airlines

Aggregate deals for the first nine months reach lowest level since 2013
Q1 to Q3 only

Deal value ($tn)

Source: LSEG
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Adani switches UK auditor to firm with four partners in shake-up after Hindenburg criticism 

Abu Dhabi conglomerate International 
Holding Company is to sell its stake in 
two of Indian tycoon Gautam Adani’s 
companies in a blow to the business 
empire battling allegations of 
accounting fraud.

IHC announced in April 2022 that it 
was investing about $500mn each in 
renewables arm Adani Green Energy 
and power company Adani 
Transmission, and a further $1bn in the 
group’s flagship Adani Enterprises.

At the time, IHC’s chief executive 
Syed Basar Shueb described the 
decision to back Adani as a “long-term 
investment in India”, while Adani 
Green’s executive director Sagar Adani 
hailed it as “a start of a wider 

relationship between [t]he Adani 
Group and IHC”.

But the conglomerate, which is 
chaired by Sheikh Tahnoon bin Zayed 
al-Nahyan, one of the United Arab 
Emirates’ most powerful men, said 
yesterday it had found a buyer for its 
Adani Green and Transmission stakes. 

The decision cuts IHC’s exposure to 
Adani’s companies by 50 per cent just 
18 months after the investments.

IHC said the Adani disposals were 
part of its “overall portfolio 
rebalancing strategy”. It did not name 
the buyer nor disclose the price at 
which it was selling its stakes, but 
shares in Adani Transmission and 
Adani Green are trading far below the 
price at which IHC bought into the 
companies, suggesting losses on both. 
IHC did not respond to a request for 
comment. Adani declined to comment. 
Chloe Cornish and Simeon Kerr

Powering down
Abu Dhabi group IHC sells 
Indian energy stakes
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have led the charge with aggressive tar-
gets and offtake agreements, partly 
because they have less open space avail-
able for land-based wind parks and 
weaker sun rays than the southern 
states that are leading in solar installa-
tions, such as Texas and Florida. 

In New Jersey, offshore wind is 
expected to support more than 20,000 
jobs by 2030, according to a workforce 
assessment released last year by the 
state government. 

“Offshore wind will give us the ability 
to transition away from the dirty power 
plants in the state. There is no way that 
this can be achieved without offshore 
wind,” said Anjuli Ramos-Busot, head of 
the New Jersey chapter of Sierra Club, 
an environmental organisation.

But those kinds of estimates are little 
comfort to New Jerseyans such as Dan 
Mears, 63, a fisherman who started 
work after graduating from high school. 

“It’s going to destroy the commercial 
fishing industry,” Mears said at a recent 
anti-wind rally in Barnegat Light, a 
shore community. “My grandson is 
three years old. If he wants to get into 

this profession, I hope it’s going to be 
there for him.” 

No scientific studies have found a link 
between whale deaths and offshore 
wind surveying. A two-year peer-re-
viewed fisheries study sponsored by the 
National Oceanic and Atmospheric 
Administration said it was “unclear” 
whether offshore wind development 
would lead to lost or displaced jobs for 
fishermen.

“The fishing industry is stuck in a dif-
ficult position where it is very clear that 
they will be impacted by this new indus-
try, but what is unclear is the extent of 
that or what form that will take,” said 
Fiona Hogan, lead author of the study 
and the research director at the Respon-
sible Offshore Development Alliance, a 
fishing coalition.

Tristan Grimbert, chief executive of 
EDF Renewables North America, said 
the company was facing a “well-orches-
trated misinformation campaign” and 
was in talks with the Biden administra-
tion and legislatures over how to 
progress with its offshore wind project, 
Atlantic Shores, in New Jersey with Shell.

Protect Our Coast NJ has come under 
fire from climate advocates for receiv-
ing funding from the Delaware-based 
Caesar Rodney Institute, which has 
been linked to fossil fuel interests. CRI’s 
David Stevenson, who served on former 
president Donald Trump’s Environ-
mental Protection Agency transition 
team and is now director of energy and 
environment at the think-tank, leads 
the American Coalition for Ocean Pro-
tection, which helps locals challenge off-
shore wind projects.

Both Stevenson and Protect Our Coast 
NJ said the institute helped collect dona-
tions in an account prior to Protect Our 
Coast NJ’s recognition as a non-profit 

organisation. One per cent of the CRI’s 
donations come from oil, according to 
Stevenson. “Oil industry giants . . . are 
investing billions in offshore wind, and 
we are opposing them quite effectively,” 
said Stevenson, who said critical priori-
ties for the institute were to maintain 
affordable, reliable power and to transi-
tion to sources such as nuclear and tech-
nologies such as carbon capture. 

Robin Shaffer, spokesperson for Pro-
tect Our Coast NJ, said: “We believe cli-
mate change is a real and significant 
issue. We don’t think that these 1,000ft 
wind turbines are the answer.” 

The challenges for offshore wind 
projects come despite new and 
extended subsidies in the IRA, which 
included $369bn in support for climate 
and clean energy. 

“As it stands right now, the IRA isn’t 
really benefiting the short-term off-
shore wind projects,” said David Hardy, 
chief executive of Ørsted’s Americas 
arm. One problem was that because the 
US lacked a supply chain for offshore 
wind, developers could not obtain 
bonus tax credits in the IRA for domes-
tic products to offset higher costs.

Elizabeth Klein, director of the 
Bureau of Ocean Energy Management, a 
federal regulator, said the agency was 
“confident” the US would reach its off-
shore wind targets. 

Even as some New Jerseyans oppose 
such projects, others are rooting for 
them. Among them is Gary Stevenson, 
mayor of Paulsboro, an oil refinery town 
on the Delaware river where German 
manufacturer EEW AOS is building a 
factory to produce turbine foundations. 
“Offshore wind is our lifeline to this 
town,” said Stevenson, who is not 
related to David Stevenson. “If we lose 
this, we’ll be in very, very dire straits.” 

BENJAMIN PARKIN — NEW DELHI

Indian tax authorities have sent notices 
to fantasy sports and gaming compa-
nies for hundreds of millions of dollars 
in back taxes in a stand-off that is 
threatening to disrupt the fast-growing 
industry.

Dream11, the country’s largest fantasy 
sports company backed by Tiger Global, 
received a tax demand this month for 
approximately Rs12bn ($144mn) from 
2017 to 2019, according to a court filing 
challenging the order.

Gameskraft, a Bengaluru-based com-
pany that offers online rummy, a card 
game, is also battling a tax demand 
totalling Rs210bn, according to a court 
filing. India’s Supreme Court is set to 
hear the case next month.

Other companies have either received 
tax demands or expect to do so shortly, 

according to people in the industry. 
The latest demands are the culmina-

tion of a long-running dispute between 
Indian tax authorities and fantasy 
sports and gaming companies over the 
amount they owe. The companies have 
won court judgments deeming their 
services to be “games of skill” rather 
than gambling, which would subject 
them to higher taxes.

The companies pay 18 per cent tax on 
the commissions they collect from cus-
tomers, but tax authorities argue that 
they have been underpaying.

India’s Goods and Services Tax Coun-
cil, a federal body that sets the country’s 
indirect taxes, last month said the com-
panies would have to start paying 28 per 
cent of the entire stake that a customer 
wagered as New Delhi cracks down on 
what it argues amounts to betting.

But in its filing challenging the tax 

demands in the High Court of Bombay, 
Dream11 argued that it was a “settled 
legal position” that its service was not 
gambling and therefore not subject to 
higher taxes.

The fantasy sports dispute comes 
after New Delhi has fought a number of 
unsuccessful, high-profile tax battles 

against companies including Vodafone 
and Cairn Energy demanding billions of 
dollars in retrospective levies.

Gaming groups have warned that the 
higher taxes will kill the fast-growing 
sector. “I don’t think any industry can 
survive if these demands go through,” 
said Roland Landers, chief executive of 
industry group the All India Gaming 
Federation.

The Indian gaming market is popular 
with foreign venture capitalists. Gaming 
venture fund Lumikai estimated the 
total size of the market last year at 
$2.6bn. “This was a booming sector,” 
said Meyyappan Nagappan, a partner at 
law firm Trilegal who has represented 
gaming companies. “It’s going to shake 
investor confidence.”

Dream11 and Gameskraft declined to 
comment. India’s tax department did 
not respond to a request for comment.

Technology

India escalates battle over gaming with claims for back taxes 

Dream11 received a tax demand for 
approximately Rs12bn ($144mn)

AMANDA CHU 
BARNEGAT LIGHT, NEW JERSEY

Soaring costs, high interest rates and 
clogged supply chains have buffeted the 
offshore wind power industry as it tries 
to expand from Europe to the US east 
coast.

Add to these another obstacle: vocal 
and organised opponents who live or 
work along the beachfront. 

Their campaign threatens to slow 
down the Biden administration’s push 
to reach 30 gigawatts of offshore wind 
capacity by 2030, up from a minimal 
amount today. They are nowhere more 
active than in New Jersey, whose own 
goal of 11GW by 2040 is the most ambi-
tious of any eastern state. 

“[We] will do whatever it takes to stop 
this,” said Paul Kanitra, the mayor of 
Point Pleasant Beach, New Jersey. “If 
that means lawsuits, we’ll do lawsuits. If 
that means we literally need to form a 
flotilla and go out there and stop it our-
selves, we’ll do that as well.” 

The opponents raise fears of harm to 
marine life and fisheries, and ocean 
views marred by spinning wind tur-
bines. They have formed groups with 
names such as Protect Our Coast NJ and 
Save Long Beach Island. 

“Most people come here for the ocean. 
It’s not going to be what it was. It’s going 
to hurt business,” George Benedict, 
owner of the White Whale Motel in the 
town of Barnegat Light, said at a rally 
organised by Save Long Beach Island. 

The local pushback comes amid new 
financial difficulties for offshore wind 
projects despite subsidies from states 

and last year’s Inflation Reduction Act. 
Companies are seeking to renegotiate or 
cancel agreements for nearly half of the 
18GW of generating capacity contracted 
in the US, according to BloombergNEF, 
a consultancy.

This month, six east coast governors 
wrote to President Joe Biden warning 
that offshore wind projects were 
“increasingly at risk of failing” because 
of “extraordinary economic chal-
lenges”, urging federal intervention.

“The offshore wind industry in the US 
is facing a perfect storm of rising costs, 
permitting hurdles, low returns and 
project delays,” said Atin Jain, senior 
wind associate at BloombergNEF. 

Last month Danish wind giant Ørsted 
announced a delay to the start of its 
Ocean Wind 1 wind project off New Jer-
sey until 2026. The company has also 
filed and won lawsuits against local gov-
ernments it alleged were withholding 
permits and easements without author-
ity. Ørsted, which is developing eight 
projects on the east coast, said abandon-
ing some because of supply and price 
pressures was a “real option”. 

New Jersey’s utilities regulator 
approved Ocean Wind 1 in 2019. In that 
year, 15 per cent of New Jersey residents 
said they opposed offshore wind 
projects, according to a poll by Mon-
mouth University. By August the share 
was 40 per cent, with the rise almost 
entirely among Republican voters.

“It’s tense,” said Mike Williams, a sen-
ior fellow at the Center for American 
Progress, a progressive think-tank. 
“We’re starting to build big projects, and 
that’s made opposition turn up the heat 
as high as possible.” 

Offshore wind power has been cast in 
an important role for the US decarboni-
sation effort. States in the north-east 

 Jersey Shore mobilises for campaign to 
sink expansion of offshore wind power
Protests by coastal residents and businesses add to economic pressures for US renewables sector

‘If it means we literally 
need to form a flotilla and 
go out there and stop it 
ourselves, we’ll do that’
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New Jersey leads the US in planned offshore wind capacity
Project pipeline by state and status (GW)

Source: US Department of Energy

0 108642 12

Ohio
Maine

Rhode Island
Delaware

Connecticut
Louisiana

Virginia
Maryland

Texas
North Carolina

California
Massachusetts

New York
New Jersey

Operating Under construction Financial close Approved
Permitting Site control Planning

0.021

Troubled 
waters: a catch 
is sorted on a 
boat owned by 
Dan Mears, a 
Barnegat Light 
fisherman who 
worries offshore 
wind projects 
will destroy his 
industry. 
Motel owner 
George 
Benedict, above 
right, also fears 
for his business. 
Below, signs call 
for wind farms 
off Long Beach 
island to be 
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out to sea
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delays’

RICHARD MILNE
NORDIC AND BALTIC CORRESPONDENT

Northvolt, Europe’s big battery hope, is 
building its first gigafactory outside the 
continent in Canada, taking a $5bn bet 
on the North American market as well 
as trying to secure better access to
crucial minerals.

The Swedish start-up will start building 
its fourth large battery factory just out-
side Montreal this year, with production 
due to start in 2026 as it seeks to service 
customers including Volkswagen, Volvo 
Cars and BMW in North America.

“North America is the next frontier 
for Northvolt,” said Paolo Cerruti, co-
founder. “We picked Canada mainly 
because of the renewable energy, the 
raw materials, the attitude of the gov-
ernment we have found here.” 

Northvolt launched in 2017 with an 
aim of becoming a leading battery 
maker in Europe and a homegrown rival 
to the dominant Asian producers. It has 
opened a factory just below the Arctic 
Circle in Sweden, broken ground on a 
second plant in the country with Volvo 
and announced a third in Germany.

But thanks to US president Joe Biden’s 
generous subsidies — which Canada and 
Justin Trudeau, its prime minister, have 
promised to match “one for one”, 
according to Cerruti — Northvolt has 
raised its ambitions.

Canada’s government and the local 
administration in Quebec will each offer 

$1bn towards the building of the factory, 
which is expected to employ 3,000 peo-
ple in its first stage. It will also match the 
substantial support offered by the US on 
operating costs. Northvolt has told the 
EU that North American support could 
be worth up to €8bn per gigafactory.

Northvolt will build in McMasterville, 
Quebec, a battery factory that will even-
tually have 60 gigawatt hours of annual 
capacity — equivalent to the needs of 
about 1mn electric cars a year and simi-
lar to the size of its Swedish and German 
plants — as well as a recycling facility 
and production of cathode active mate-
rial. 

The factory will run only on renewa-
ble energy, thanks to Quebec’s hydro-
power, and Cerruti, currently chief 
operating officer, will relocate to Mon-
treal to become Northvolt’s head of 
North America.

Northvolt sells itself as the greenest 
big producer of batteries. Cerruti said 
the average Asian battery had emissions 
of about 100kg per kWh produced 
whereas Northvolt batteries in Sweden 
and Canada would have about 50kg/
kWh. Its ambition by 2030 is to bring 
that down to 10kg in both locations.

Northvolt, which is considering float-
ing on the stock market next year after 
raising more money than any other pri-
vate European start-up, will initially 
focus on helping its predominantly 
European customers with their Ameri-
can operations but could also target the 
big local manufacturers. 

Cerruti said Quebec’s potential for 
lithium and other minerals in Canada 
were a big draw.

As Northvolt works to open four giga-
factories in three countries, he said the 
biggest bottleneck was staff. “We are 
injecting experience from Sweden; peo-
ple who have already done this once.”

Industrials

Battery maker 
Northvolt to 
build $5bn 
Canadian 
gigafactory

‘We picked Canada mainly 
because of the renewable 
energy, raw materials, the 
attitude of the government’
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Nord Security, which makes a leading 
virtual private network, has nearly 
doubled its valuation in a year to $3bn 
after raising funds from a US private 
equity group as the cyber security soft-
ware provider taps growing demand 
for online safety. 

The $100mn funding led by Warburg 
Pincus provides the Lithuanian technol-
ogy group with financial clout to expand 
its product range and buy other compa-
nies, said Tom Okman, its co-chief exec-
utive.

The significant financing suggests 
Nord Security is an outlier compared 
with other technology companies that 
have dropped in value over the past year 
amid a broader slowdown in venture 
capital markets. 

Nord, which was founded in 2012 and 
operates in the US, UK, Canada, Aus-
tralia and Germany among other mar-
kets, could eventually pursue an initial 
public offering, Okman said this week. 

The Vilnius-headquartered group’s 
popular NordVPN enables internet 
users to protect their online identity. 

The company also offers tools such as 

password management and file sharing.
“General awareness of security and 

privacy products really helped to boost 
our growth and numbers,” Okman told 
the Financial Times. “We’ll be able to 
fuel that growth even further.”

New York-based Warburg Pincus, 
with more than $83bn in assets under 
management, will gain a board seat as 
part of the deal. The buyout group has 
backed cyber security companies such 
as CrowdStrike in the past. 

Nord has benefited as spending on 

the Asia-Pacific region, excluding Japan 
in the year to December 2020. It has 
about 90,000 employees in total.

The company declined to comment. 
The plan comes as global businesses 

step up efforts to decouple their China 
data after Beijing put into effect an 
expanded anti-espionage law in July 
that covers the international sharing of 
information deemed to be sensitive.

Some are considering selling their 
businesses in the country while others 
are cutting back on planned investment 
or making sure their China operations 
serve only the domestic market.

The Anglo-Swedish drugmaker 
AstraZeneca has drawn up plans to split 
off its China business and list it sepa-
rately as a way to shelter the company 
from the worsening relationship 
between China and the west.

Venture capital firms Sequoia Capital 
and GGV have also said they will spin off 
their units in the country.

Kyndryl’s shares have fallen from a 
high of $40.75 immediately after its list-
ing in November 2021 to now trade at 
about $15, though they have risen 70 per 
cent in the past year.
See The FT View

cyber security and risk management 
has climbed in recent years. 

A shift in habits such as home-based 
working and a rise in demand for cloud-
based software prompted research 
group Gartner to predict an 11 per cent 
spending rise globally to $188bn for 
2023.

The group operates profitably while 
the majority of its sales come from con-
sumers and small businesses, Okman 
said, but declined to share financial 
details for the company.

“Now there are lots of strategic oppor-
tunities open for us, for both organic 
and inorganic growth,” Okman added. 
Warburg is a “top-tier partner that can 
support us in the next stage”, he said.

The latest funding adds to Nord’s first 
external round last year when it netted 
$100mn from investors led by Novator, 
which has backed food delivery group 
Deliveroo and online car seller Cazoo. 

Nord has led recent consolidation in 
the sector with last year’s purchase of 
Surfshark, which also offers a VPN, 
while two years ago the UK-listed digital 
privacy company Kape bought 
ExpressVPN from its founders for 
$936mn in cash and shares.

Technology

VPN maker Nord attracts $100mn
in funding led by Warburg Pincus

KAYE WIGGINS — HONG KONG
RICHARD WATERS — SAN FRANCISCO

The former IT services unit of IBM is 
planning to split off its China business 
division in the latest sign of how geopo-
litical tension and China’s data laws are 
forcing multinationals to rethink their 
global footprint.

US-based Kyndryl, which was spun out 
of IBM in 2021 and says it is the world’s 
largest provider of IT infrastructure 
services by revenue, has told some staff 
about the decision, said three people 
with knowledge of the matter.

It has not detailed when it will take 
effect or who will control the China 
entity, the people said. One added that 
the move would affect roughly 6,000 
staff in Hong Kong and mainland China. 

Kyndryl is listed in New York and has 
partnerships with Microsoft, Google 
Cloud and Amazon Web Services. 

The company, which owns data cen-
tre space and advises companies on 
storing and managing their data, 
accounted for more than a quarter of 
IBM’s revenues before it was spun off. 

Subsequently, Kyndryl has been 
caught in the fallout from US-China ten-

Technology 

Former IBM IT unit Kyndryl to spin off 
China arm as geopolitical tension grows

sion. Chinese customers have cut back 
on the use of foreign companies to help 
manage their IT infrastructure.

 Meanwhile, some US customers have 
asked for China-based staff not to work 
on their US projects or to be closely scru-
tinised — particularly in AI-related busi-
nesses, the people added.

The company has “been finding it 
very hard to [operate] as a US corporate 

in the data and tech space in China”, one 
of the people said. “It makes you wonder 
which other Big Tech companies are 
going to have to follow the same route.”

The company, which made $17bn in 
revenues in the year to March, has con-
cluded that its China unit might win 
more business as an independent entity, 
one of them added.

Kyndryl does not break down its 
China revenues but a 2021 filing said
12 per cent of its gross profit came from 

‘You wonder which
other Big Tech companies 
are going to have to
follow the same route’

Nord co-chief executive Tom Okman 
is looking at strategic opportunities

place as they were based on short-time 
series with inadequate controls. Unfor-
tunately, they are lapped up uncritically 
due to confirmation bias.”

Scientific Beta crunched data on 
every US equity ETF domiciled in either 
North America or Europe and catego-
rised by Bloomberg as either “socially 
responsible” or ESG, from 2012 to the 
end of 2022. These ETFs had assets of 
$97.6bn at the end of the period, having 
peaked at $114bn in December 2021.

The paper is relatively unusual in 
being based on real-world data, 
weighted by the popularity of individual 
ETFs, rather than being based on more 
theoretical strategies. It found that aver-
age annual returns for ESG ETFs were 
0.2 percentage points lower than for 
comparable non-ESG ETFs.

This undershoot fell to 0.1 points 
when returns were adjusted for the mar-
ket risk exposure of portfolios. How-
ever, the annual underperformance 
increased to 0.7 percentage points when 
industry factors’ contributions were 
removed, balancing the sector weights 
between the two universes. 

“Over the past decade, the sustainable 
investing portfolio did not outperform 
its benchmarks. If anything, realised 
returns were marginally lower than its 
benchmarks,” the paper said.

The analysis did find that sustainable 
funds outperformed 4.2 percentage 
points in 2020. However, this was more 
than outweighed by underperformance 
in other years, and even 2020’s strong 
showing was mostly due to sector 
biases, with ESG funds typically over-
weight technology and underweight 
energy.

“A lot of people who invest in ESG 
declared victory in 2020 when ESG did 
have strong performance,” Goltz said. 
“That was an outlier. That hasn’t left any 
[overall] outperformance, and most of 
that you can explain with sector biases.”

The small underperformance identi-
fied by the research could be partially 
due to fee differentials: with a median 
annual expense ratio of 20 basis points 
for the ESG ETFs, compared with 10bp 
for the non-ESG funds, said Goltz.

The paper did, though, dispel any crit-
icism that ESG funds were merely 
“index-huggers” — charging more for 
portfolios that are little different to the 
underlying market. It found that ESG 
vehicles do demonstrate substantial 
tracking error from the mainstream 
indices, potentially allowing them to 
outperform, but were unable to pick the 
winners from the losers.

The existence of this tracking error 
should at least give some reassurance to 
those who invest in ESG strategies 
purely for non-financial reasons.

Edmans agreed with the findings but 
said it was “not clear what strategies the 
ESG ETFs are pursuing”.

“Many ETFs pursue quantitative 
strategies, such as investing in stocks 

with high ESG ratings. However, true 
ESG investing involves fundamental, 
qualitative analysis — truly understand-
ing a company rather than just follow-
ing an ESG rating,” he said.

“It is not surprising that such simple 
strategies don’t beat the market, as any-
one can follow such strategies; to get an 
edge and beat the market, you need to 
conduct analysis and obtain insights 
that no one else is conducting.

“I’d argue that many sustainable ETFs 
don’t actually pursue sustainable 
investing, which involves going beyond 
the numbers and undertaking a deep 
grassroots analysis of a company,” 
Edmans added.

Andrew Clare, professor of asset man-
agement at Bayes Business School, said 
that the world was still only partway 
through a transition period during 
which ESG stocks should outperform, 
only to underperform in the following 
period.

“Suppose we live in a world where 
investors don’t care about sustainability 
(high ESG scores) one day, and then 
wake up the next day suddenly caring 
about this issue. In this world we could 
expect the expected return on stocks 
with high ESG credentials to fall with 
this realisation, since they now repre-
sent a perceived lower risk. For this to 
happen their share prices have to rise,” 
Clare said.

“So, when we look back we see stocks 
with high ESG scores outperforming 
stocks with low ESG scores as we transi-
tion to a world that cares about the 
planet/society/governance. This transi-
tion period is probably still under way. 
But when it is finished, in the short to 
medium term investors could expect 
lower returns from stocks with higher 
sustainability credentials,” he added.

STEVE JOHNSON

Exchange traded funds investing on the 
basis of environmental, social and gov-
ernance criteria have not beaten the 
market over the past decade, analysis 
has shown.

The findings come despite wide-
spread claims since 2020 that ESG is 
able to deliver outperformance by steer-
ing investors away from poorly run and 
heavily polluting companies and 
towards the “winners” of the future.

Analysis by Scientific Beta, an index 
provider and consultancy linked to the 
Edhec-Risk Climate Impact Institute, 
suggests that 2020 was a “statistical out-
lier” and, if anything, ESG ETFs have 
marginally underperformed their tradi-
tional peers.

“‘Real-world’ ESG performance is 
unremarkable, with no evidence of sus-
tainable ETFs outperforming,” Felix 
Goltz, research director at Scientific 
Beta, said. “Quite often it’s suggested 
there should be some outperformance. 
[People say] ‘they are better businesses, 
they are going to generate higher 
returns’. That’s clearly not something 
we see in the data.”

Alex Edmans, professor of finance at 
London Business School, who is uncon-
nected to Edhec’s yet to be published, 
Sustainability Alpha in the Real World: Evi-
dence from Exchange Traded Funds, said it 
“does a good job of highlighting the folly 
in simple claims like ‘ESG investing out-
performs, period’ but these claims 
should have never been made in the first 

Scientific Beta analysis of past 

decade shows segment has yet 

to match bulls’ expectations

‘A lot of 
people who 
invest in 
ESG 
declared 
victory, but 
[2020] was 
an outlier’ 

Gaining 
traction: ETFs 
investing on the 
basis of clean 
energy or social 
and governance 
criteria have 
shown a 
tracking error 
that raises 
hopes of future 
outperformance 
Mario Tama/Getty Images

Equities. ESG investing

Sustainable ETFs fall short of 
traditional rivals on returns

ESG ETFs have surrendered
earlier gains
Cumulative risk-adjusted
out/underperformance of ESG ETFs* 

Source: Scientific Beta
* On a scale where non-ESG ETFs=1 
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Credit rating agency Moody’s warned of 
a “race to the bottom” between banks 
and private credit funds financing risky 
leveraged buyouts, a contest it believes 
will increase systemic risks across the 
US financial system.

The rating agency said yesterday that 
a renewed appetite among banks to lend 
on such deals and greater competition 
from the fast-growing private debt sec-
tor risked funnelling more money to 
lower quality deals, just as general eco-
nomic conditions were deteriorating. 

“We believe large banks in the pub-
licly syndicated loan market — which 
have lost significant leveraged loan 
share to private credit rivals in recent 
years — will be competing aggressively 
as new leveraged buyouts emerge,” said 
Moody’s analyst Christina Padgett, who 
leads the agency’s research of risky cor-
porate lending. “This will cause pricing, 
terms and credit quality to erode, fuel-
ling systemic risk.”

The warning from one of the largest 
American credit rating agencies comes 
as the private equity industry slowly 
begins to find its footing after the US 
Federal Reserve last year hiked interest 

rates, rocking financial markets and 
dramatically denting dealmaking.

But buyout shops are once again hunt-
ing for elephant-sized transactions as 
volatility in markets and concerns over 
a looming recession have subsided. 

As a result, bankers and private credit 
executives said in recent months they 
had fielded an uptick in calls.

Many private equity firms had turned 
to the $1.5tn private credit industry to 
finance their deals over the past two 
years. 

These include Thoma Bravo, which 
used private lenders to help fund its 
$8bn purchase of business software pro-
vider Coupa Software, and Hellman & 
Friedman and Permira, which inked 
roughly $5bn in loans from creditors led 
by Blackstone to pay for their $10.2bn 
takeover of software maker Zendesk.

Banks — which have lost out on lucra-
tive fees underwriting buyouts as a 
result — are hoping to muscle back in on 
a business they have long dominated. 

Many of Wall Street’s largest banks 
have only slowly started getting back 
into the market after a painful 2022 
when they were stuck holding loans tied 
to risky leveraged buyouts for software 
maker Citrix, television ratings pro-
vider Nielsen, auto parts maker Ten-
neco and social media company X, for-
merly known as Twitter.

“Competition between lenders is 
likely to grow just as private credit faces 
its first real test in a sharply higher inter-
est rate environment,” Padgett said.
Additional reporting by Harriet Clarfelt in 
London
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up ‘systemic 
risk’ from 
leveraged loan 
financing

‘We believe large banks in 
the publicly syndicated 
loan market will be 
competing aggressively’

Our global

team gives you 

market-moving 

news and views, 

24 hours a day

ft.com/markets



Friday 29 September 2023 ★ FINANCIAL TIMES 11

COMPANIES & MARKETS

Sinking to the bottom of the S&P 500 
was used-vehicle retailer CarMax, which 
posted earnings of 75 cents per share for 
its fiscal second quarter — more than
4 per cent below Wall Street estimates.

Used vehicle sales declined 7.4 per cent 
year on year as CarMax navigated 
“widespread inflationary pressures, 
higher interest rates, tightened lending 
standards and prolonged low consumer 
confidence”, it said.

CarMax was joined in the lower reaches 
of the index by chipmaker Micron after 
issuing guidance “a little worse than the 
market expected”, said UBS, “especially 
given what appeared to be increasingly 
bullish commentary throughout the 
quarter at conference appearances”.

Bank of America said the AI trend was 
“too small to matter for Micron in the 
near/medium-term and insufficient to 
offset sluggish phone/PC sales”.

Peloton climbed after signing a five-
year partnership with Lululemon. 

Peloton would become the exclusive 
fitness content provider for the upmarket 
“athleisure” group while Lululemon would 
be the “primary athletic apparel partner” 
for the bikes and treadmills group.

UBS said the tie-up simplified Peloton's 
business, “essentially” outsourcing its 
apparel business and “leveraging its 
content library to gain access to a . . .
pool of potential members”. Ray Douglas

Wall Street LondonEurope

Belgian food retailer Colruyt jumped after 
lifting its full-year outlook, forecasting a 
sharp increase in operating profit for its 
2023-24 financial year.

This translated into operating profit of 
at least €376mn, said KBC Securities — 
well above the broker's €299mn estimate.

Driving this upgrade were “strong” 
market share gains in Belgium, tighter 
cost controls and lower energy expenses, 
said analysts.

A capital markets day described as a 
“confidence booster” by Citi buoyed 
Spanish renewable energy group Solaria. 

The group forecast core profit by 2025 
of €320mn-€350mn against a consensus 
estimate of €298mn, noted the broker.

Analysts said they had been “looking 
for signs of a diversification strategy”, 
now evident in an “expansion into 
Germany and Italy and technology 
expansion into wind” — the latter 
complementing Solaria's solar business.

French satellite group Eutelsat rallied 
after completing its all-share merger with 
OneWeb, a satellite broadband operator 
that was rescued from bankruptcy by the 
UK government and telecoms magnate 
Sunil Bharti Mittal in 2020.

Eutelsat expected revenue of the 
combined company to grow at a double-
digit compound annual growth rate over 
the medium to long term, reaching €2bn 
by 2027. Ray Douglas

Tumbling to the bottom of the FTSE 250 
index was investment group Digital 9 
Infrastructure, which revealed that it was 
withdrawing its target dividend of 6p a 
share for the year ended December 31.

Its board would also not declare a 
dividend for the second quarter of 2023, 
owing to “the persistently higher interest 
rate and inflation environment”, said chair 
Phil Jordan.

Gambling group 888 joined Digital 9 at 
the tail end of the mid-cap index after 
lowering its earnings guidance, 
forecasting a core profit margin of 18-19 
per cent for the full year, down from the 
“at least 20 per cent” stated in August.

888 described its third-quarter 
performance as “mixed”, being affected 
by “significant” compliance changes and 
“customer-friendly sports results”.

The update weighed on peers, sending 
Entain and Flutter lower.

Babcock International rallied on the 
back of an “encouraging” start to its new 
financial year, it said.

The aerospace and defence group 
flagged “good organic revenue growth, 
improved operational performance and 
higher cash flow” compared with the 
same five-month period a year earlier.

Waste management group Renewi 
surged after rebuffing a £7.75 per share 
takeover offer from asset manager 
Macquarie. Ray Douglas

3 Wall Street rallies as oil price slides 
from 10-month high
3 European stocks break five-day losing 
streak but Asian indices lose ground
3 Core government debt in UK and 
Germany offloaded by investors

Global stocks rose yesterday, helped by a 
drop in oil prices ahead of keenly awaited 
US and eurozone inflation data. 

Brent crude fell 0.8 per cent to $95.78 a 
barrel, having earlier in the session risen 
above $97 a barrel to its highest level 
since November. 

US marker West Texas Intermediate 
lost 1.1 per cent to $92.60 a barrel. 

Wall Street's benchmark S&P 500 
gained 0.8 per cent by midday in New 
York while the technology-focused 
Nasdaq Composite rose 1.1 per cent in 
choppy trading.

The price of Brent crude has been 
heading towards $100 a barrel in recent 
weeks on concerns over global supply, 
which were stoked on Wednesday after a 
weekly US government report indicated 
that stockpiles at a critical delivery hub 
fell further.

Oil has risen 35 per cent since June 
after some of the world's biggest 
producers announced a series of supply 
cuts to last until the end of this year, 
adding to investor fears over inflation.

“The biggest question mark for the 
inflation outlook is the evolution of fuel 
prices,” said Wouter Thierie, an analyst at 
ING. “The danger . . . is that if oil prices 
stay high for longer, companies will 
increasingly pass on these higher fuel 
prices, causing it to trickle down to core 
inflation again.”

The region-wide Stoxx Europe 600 
equities index gained 0.4 per cent, ending 
a five-day losing streak. The CAC 40 in 
Paris advanced 0.6 per cent and 
Frankfurt's Xetra Dax gained 0.7 per cent. 

Despite the pullback in the oil price late 
yesterday, recent gains have hit the bond 
market with yields on 10-year UK gilts up 
13 basis points to 4.48 per cent as 
investors sold the debt. 

Yields on 10-year German Bunds, a 
regional benchmark in Europe, rose 10bp 
to 2.94 per cent, hitting their highest level 
since 2011.

The euro advanced 0.5 per cent to 

Indeed, a decade after the eurozone 
crisis, the relative position of countries 
in the south of the currency bloc and 
Germany has reversed. Greece is now 
leading a robust post-pandemic recov-
ery in the economies of the euro area’s 
south. We expect German gross domes-
tic product to contract 0.3 per cent this 
year and the wider eurozone to expand 
0.5 per cent.

There is scope for Berlin to take 
action: German public investment 
stands at 2.7 per cent of GDP, behind 3.4 
per cent for the US. However, Germany 
is planning to trim spending and to stick 
with its debt brake rule, which it sus-
pended between 2020 and 2022 to help 
deal with costs associated with the Cov-
id-19 pandemic.

There is no political consensus in Ber-
lin to drop this rule, which was inserted 
into the constitution in 2009 to limit the 
central government’s structural budget 
deficit to 0.35 per cent of GDP. While 
there could be some “off balance sheet” 
creativity at the edges, as with Ger-
many’s €100bn special fund for military 
spending, Berlin wants to keep debt 
issuance tight, in keeping with the 
national instinct that is a legacy of 
hyperinflation in the 1920s.

The Bundesbank has urged German 
companies to reduce their China expo-
sure. Efforts at a corporate level to 
improve productive capacity as part of 
reshoring mean increased capital 
expenditure, from which a number of 
industrial companies should benefit. 
German corporates could yet be part of 
this retooling drive, but the structural 
problems facing their national economy 
will make it harder without a fiscal fillip.

César Pérez Ruiz is chief investment officer 
at Pictet Wealth Management

discipline over growth, so the ECB puts 
price stability first. We do not expect the 
ECB to cut rates until at least the second 
half of 2024.

Structurally higher inflation is being 
reinforced by the “reshoring” trend, 
which is a result of heightened strategic 
rivalry. This trend will put pressure on 
labour markets, which are already tight. 
The increasingly fraught geopolitical 
environment is also starting to eclipse 
the significance for the global economy 
of central banks. In short, we are mov-
ing from an era of monetary dominance 
to one of geopolitical dominance.

This new normal challenges the mul-

tilateralist German model. Put crudely, 
Germany relied for decades on cheap 
Russian gas to produce goods that it 
exported to China, while enjoying the 
safety of a US defence shield. Now the 
Russian gas has gone, China has become 
the world’s biggest exporter of cars, and 
Berlin is having to increase its military 
spending to bolster national security 
after Russia’s invasion of Ukraine.

To be sure, Germany is not in the 
same state as in the 1990s, when, after 
reunification, it was dubbed “the sick 
man of Europe”. But the competitive-
ness Germany won with reforms in the 
early 2000s is waning now, and struc-
tural problems are being exposed by the 
changing dynamics in the global econ-
omy on which the German export 
engine depends for growth.

German policymakers are 
reverting to type. They are 
keenly aware that ‘bond 
vigilantes’ seem to be back 

trade at $1.0575 against the dollar, edging 
up from a nine-month low. 

Investors are turning their attention to 
US inflation figures due out today, which 
are expected to show that the annual rate 
of consumer price growth rose to 5.3 per 
cent in August, up from 3.3 per cent in the 
previous month. Eurozone inflation data 
is also due to be published.

Hong Kong's Hang Seng equities index 
gave up 1.4 per cent, hitting its weakest 
level in 10 months, while China's 
benchmark CSI 300 of Shanghai and 
Shenzhen stocks lost 0.3 per cent. Tokyo's 
Topix fell 1.4 per cent. Daria Mosolova

What you need to know

Oil retreats after recent strong gains
Brent crude price ($ per barrel) 

Source: LSEG
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US Eurozone Japan UK China Brazil
Stocks S&P 500 Eurofirst 300 Nikkei 225 FTSE100 Shanghai Comp Bovespa

Level 4310.02 1779.42 31872.52 7601.85 3110.48 115657.00

% change on day 0.83 0.41 -1.54 0.11 0.10 1.16
Currency $ index (DXY) $ per € Yen per $ $ per £ Rmb per $ Real per $

Level 106.352 1.056 149.395 1.220 7.304 5.049

% change on day -0.294 0.476 -0.054 0.494 -0.062 0.387
Govt. bonds 10-year Treasury 10-year Bund 10-year JGB 10-year Gilt 10-year bond 10-year bond

Yield 4.604 2.927 0.756 4.634 2.687 11.455

Basis point change on day 2.270 8.600 2.120 12.400 -2.600 -8.600
World index, Commods FTSE All-World Oil - Brent Oil - WTI Gold Silver Metals (LMEX)

Level 434.32 93.82 92.92 1887.30 22.79 3636.40

% change on day 0.59 -0.57 -0.81 -1.04 -0.98 -0.09
Yesterday's close apart from: Currencies = 16:00 GMT; S&P, Bovespa, All World, Oil = 17:00 GMT; Gold, Silver = London pm fix. Bond data supplied by Tullett Prebon.

Main equity markets
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Biggest movers
% US Eurozone UK

U
p

s

Trimble 5.79

Advanced Micro Devices 5.59

Albemarle 5.33

Zebra 4.87

Norwegian Cruise Line Holdings Ltd 4.57

Colruyt 10.37

Santander 4.45

Bbva 3.25

Talanx 2.67

Raiffeisen Bank Internat 2.49

Smiths 3.31

Anglo American 3.23

Antofagasta 2.57

Rentokil Initial 2.46

Rio Tinto 2.21

%

D
ow

n
s

Carmax -9.34

Accenture -5.18

Aes -3.86

Nextera Energy -3.42

American Water Works -2.13
Prices taken at 17:00 GMT

Wartsila -4.10

Casino Guichard -3.97

Schindler -3.79

Kerry Grp -3.44

Philips -2.67
Based on the constituents of the FTSE Eurofirst 300 Eurozone

Barratt Developments -7.62

Phoenix Holdings -6.97

Ocado -5.53

United Utilities -3.64

M&g -3.20

All data provided by Morningstar unless otherwise noted.

César Pérez Ruiz

Markets Insight

G ermany has the means to 
fire up its ailing economy, 
but will it use it? Berlin’s fis-
cal strength gives it an 
option most other coun-

tries can only dream of to revive growth: 
a deficit-funded investment plan.

This option would see Germany aban-
don its attachment to a “black zero” bal-
anced budget and dip into the red to 
fund a fiscal stimulus programme to 
retool the economy. Such is Berlin’s 
aversion to debt, however, that not only 
is it refusing to take the deficit-coated 
medicine, it is actually looking to 
tighten its fiscal constraint — even as the 
economy risks falling into recession for 
the second time within a year.

After loosening the national purse 
strings during the pandemic, Germany’s 
policymakers are reverting to type. 
They are also keenly aware that “bond 
vigilantes” appear to be back, ready to 
impose discipline on policymakers and 
press them to keep inflation expecta-
tions under control through higher gov-
ernment bond yields. 

Where does this leave investors? The 
reappearance of bond vigilantes sug-
gests central banks could keep interest 
rates “higher for longer” to tackle struc-
turally higher inflation, which is being 
buoyed by tight labour markets and 
demand for the materials and invest-
ments needed for the energy transition.

In this context, US and eurozone 
investment-grade corporate bonds of 
up to five-year duration offer enticing 
yields and should remain attractive as 
long as inflation is brought under con-
trol and the coming economic downturn 
is moderate. It is worth noting that any 
prospect of the European Central Bank 
riding to Germany’s rescue is far-
fetched. Just as Berlin prioritises fiscal 

Don’t bank on 
Berlin dropping 
‘black zero’ 



12 ★ FINANCIAL TIMES Friday 29 September 2023

WORLD MARKETS AT A GLANCE FT.COM/MARKETSDATA

CChange during previous day’s trading (%)

S&P 500

0.83%

Nasdaq Composite

1.11%

Dow Jones Ind

0.54%

FTSE 100

0.11%

FTSE Eurofirst 300

0.41%

Nikkei

-1.54%

Hang Seng

-1.36%

FTSE All World $

0.59%

$ per €

0.476%

$ per £

0.494%

¥ per $

-0.054%

£ per €

No change

Oil Brent $ Sep

-0.63%

Gold $

-1.04%

Stock Market movements over last 30 days, with the FTSE All-World in the same currency as a comparison

AMERICAS EUROPE ASIA
Aug 29 - -  Index  All World Aug 29 - Sep 28  Index  All World Aug 29 - Sep 28  Index  All World Aug 29 - Sep 28  Index  All World Aug 29 - Sep 28  Index  All World Aug 29 - Sep 28  Index  All World

S&P 500 New York

4,497.63

4,310.02

Day 0.83% Month -2.81% Year 15.86%

Nasdaq Composite New York

13,943.76

13,238.35

Day 1.11% Month -3.44% Year 19.74%

Dow Jones Industrial New York

34,852.67

33,731.33

Day 0.54% Month -2.39% Year 13.64%

S&P/TSX COMP Toronto

20,290.41

19,449.02

Day 0.88% Month -2.09% Year 5.14%

IPC Mexico City

54,390.74

51,392.90

Day 0.32% Month -3.44% Year 13.56%

Bovespa São Paulo

118,403.61

114,381.24

Day 1.16% Month -1.26% Year 6.63%

FTSE 100 London

7,473.67
7,601.85

Day 0.11% Month 3.60% Year 8.28%

FTSE Eurofirst 300 Europe

1,816.96
1,779.42

Day 0.41% Month -0.52% Year 15.21%

CAC 40 Paris

7,364.40

7,116.24

Day 0.63% Month -1.57% Year 23.34%

Xetra Dax Frankfurt

15,891.93

15,248.23

Day 0.70% Month -2.90% Year NaN%

Ibex 35 Madrid

9,551.10 9,426.80

Day 1.02% Month 0.94% Year 26.61%

FTSE MIB Milan

28,916.70
28,163.03

Day 0.54% Month -0.16% Year 33.69%

Nikkei 225 Tokyo

32,226.97 31,872.52

Day -1.54% Month 0.78% Year 19.95%

Hang Seng Hong Kong

18,482.86

17,373.03

Day -1.36% Month -3.30% Year -2.86%

Shanghai Composite Shanghai

3,137.14 3,110.48

Day 0.10% Month 1.51% Year 0.54%

Kospi Seoul

2,561.22

2,465.07

Day 0.09% Month -2.15% Year 5.69%

FTSE Straits Times Singapore

3,223.09 3,206.99

Day 0.22% Month 0.49% Year 1.27%

BSE Sensex Mumbai

65,075.82 65,508.32

Day -0.92% Month 1.11% Year 14.88%
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)76(�$OO�6KDUH�3KDUPDFHXWLFDOV�DQG�%LRWHFKQRORJ\������������ ����� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�%DQNV����� ������� ���� ������� ������� ������� ������� ���� ���� ���� ������ �������
)76(�$OO�6KDUH�)LQDQFH�DQG�&UHGLW�6HUYLFHV������������ ����� ������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�,QYHVWPHQW�%DQNLQJ�DQG�%URNHUDJH�6HUYLFHV����� ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�&ORVHG�(QG�,QYHVWPHQWV�������������� ����� ������� �������� �������� �������� ���� ���� ����� ������ �������
)76(�$OO�6KDUH�/LIH�,QVXUDQFH���� ������� ����� ������� ������� ������� ������� ���� ���� ����� ������ �������
)76(�$OO�6KDUH�1RQOLIH�,QVXUDQFH���� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�5HDO�(VWDWH�,QYHVWPHQW�DQG�6HUYLFHV����� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�5HDO�(VWDWH�,QYHVWPHQW�7UXVWV����� ������� ����� ������� ������� ������� ������� ���� ����� ����� ����� �������
)76(�$OO�6KDUH�$XWRPRELOHV�DQG�3DUWV���� ������� ���� ������� ������� ������� ������� ���� ����� ������ ����� �������
)76(�$OO�6KDUH�&RQVXPHU�6HUYLFHV���� ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�+RXVHKROG�*RRGV�DQG�+RPH�&RQVWUXFWLRQ����� ������� ����� ������� ������� ������� ������� ���� ���� ���� ������ �������
)76(�$OO�6KDUH�/HLVXUH�*RRGV���� �������� ���� �������� �������� �������� �������� ���� ���� ����� ������� ��������
)76(�$OO�6KDUH�3HUVRQDO�*RRGV���� �������� ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�0HGLD����� �������� ���� ������� �������� �������� ������� ���� ���� ����� ������ �������
)76(�$OO�6KDUH�5HWDLOHUV����� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�7UDYHO�DQG�/HLVXUH����� ������� ����� ������� ������� ������� ������� ���� ����� ������ ����� �������
)76(�$OO�6KDUH�%HYHUDJHV���� �������� ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�)RRG�3URGXFHUV���� ������� ����� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�7REDFFR���� �������� ����� �������� �������� �������� �������� ���� ���� ���� ������� ��������
)76(�$OO�6KDUH�&RQVWUXFWLRQ�DQG�0DWHULDOV����� ������� ����� ������� ������� ������� ������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�$HURVSDFH�DQG�'HIHQVH���� ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�(OHFWURQLF�DQG�(OHFWULFDO�(TXLSPHQW������������� ���� ������� �������� �������� ������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�*HQHUDO�,QGXVWULDOV���� ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ �������
)76(�$OO�6KDUH�,QGXVWULDO�(QJLQHHULQJ������������ ���� �������� �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�,QGXVWULDO�6XSSRUW�6HUYLFHV����� ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�,QGXVWULDO�7UDQVSRUWDWLRQ���� ������� ���� ������� ������� ������� ������� ���� ���� ����� ����� �������
)76(�$OO�6KDUH�,QGXVWULDO�0DWHULDOV������������ ����� ������ �������� �������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�,QGXVWULDO�0HWDOV�DQG�0LQLQJ���� ������� ���� ������� ������� ������� ������� ���� ���� ���� ������ ��������
)76(�$OO�6KDUH�3UHFLRXV�0HWDOV�DQG�0LQLQJ���� ������� ����� ������� ������� ������� ������� ���� ����� ������ ������ �������
)76(�$OO�6KDUH�&KHPLFDOV���� ������� ����� ������� ������� ������� �������� ���� ���� ����� ������ ��������
)76(�$OO�6KDUH�2LO��*DV�DQG�&RDO����� ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ ��������

)76(�6HFWRU�,QGLFHV
1RQ�)LQDQFLDOV������ ������� ���� ������� ������� ������� ������� ���� ���� ����� ������ �������

+RXUO\�PRYHPHQWV ���� ���� ����� ����� ����� ����� ����� ����� ����� +LJK�GD\ /RZ�GD\
)76(���� ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� �������
)76(���� �������� �������� �������� �������� �������� �������� �������� �������� �������� �������� ��������
)76(�6PDOO&DS ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� �������
)76(�$OO�6KDUH ������� ������� ������� ������� ������� ������� ������� ������� ������� ������� �������
7LPH�RI�)76(�����'D\
V�KLJK����������'D\
V�/RZ���������)76(�������������+LJK����������������������/RZ���������������������
7LPH�RI�)76(�$OO�6KDUH�'D\
V�KLJK����������'D\
V�/RZ���������)76(�������������+LJK����������������������/RZ���������������������
)XUWKHU�LQIRUPDWLRQ�LV�DYDLODEOH�RQ�KWWS���ZZZ�IWVH�FRP�k�)76(�,QWHUQDWLRQDO�/LPLWHG��������$OO�5LJKWV�UHVHUYHG��ß)76(pß�LV�D�WUDGH�PDUN�RI�WKH
/RQGRQ�6WRFN�([FKDQJH�*URXS�FRPSDQLHV�DQG�LV�XVHG�E\�)76(�,QWHUQDWLRQDO�/LPLWHG�XQGHU�OLFHQFH��á�6HFWRU�3�(�UDWLRV�JUHDWHU�WKDQ����DUH�QRW�VKRZQ�
)RU�FKDQJHV�WR�)76(�)OHGJOLQJ�,QGH[�FRQVWLWXHQWV�SOHDVH�UHIHU�WR�ZZZ�IWVH�FRP�LQGH[FKDQJHV��â�9DOXHV�DUH�QHJDWLYH�

FT 30 INDEX  

6HS��� 6HS��� 6HS��� 6HS��� 6HS��� <U�$JR +LJK /RZ
)7��� ������� ������� ������� ������� ������� ���� ������� �������
)7����'LY�<LHOG � � � � � ���� ���� ����
3�(�5DWLR�QHW � � � � � ���� ����� �����
)7����KRXUO\�FKDQJHV

� � �� �� �� �� �� �� �� +LJK /RZ
������ ���� ���� ������ ���� ������ ������ ������ ������ ������ ������

)7���FRQVWLWXHQWV�DQG�UHFHQW�DGGLWLRQV�GHOHWLRQV�FDQ�EH�IRXQG�DW�ZZZ�IW�FRP�IW��

FT WILSHIRE 5000 INDEX SERIES  

6HS��� 6HS���

)7�:LOVKLUH����� ��������
)7�:LOVKLUH����� �������
)7�:LOVKLUH�0HJD�&DS �������
)7�:LOVKLUH�/DUJH�&DS �������

)7�:LOVKLUH�0LG�&DS �������
)7�:LOVKLUH�6PDOO�&DS �������
)7�:LOVKLUH�0LFUR�&DS �������

6RXUFH��:LOVKLUH��:LOVKLUH�$GYLVRUV�//&��:LOVKLUH��LV�DQ�LQYHVWPHQW�DGYLVRU�UHJLVWHUHG�ZLWK�WKH�6(&��)XUWKHU
LQIRUPDWLRQ�LV�DYDLODEOH�DW�KWWSV���ZZZ�ZLOVKLUH�FRP�VROXWLRQV�LQGH[HV���:LOVKLUHp�LV�D�UHJLVWHUHG�VHUYLFH
PDUN��&RS\ULJKW�k�����:LOVKLUH��$OO�ULJKWV�UHVHUYHG�

FTSE SECTORS: LEADERS & LAGGARDS  

<HDU�WR�GDWH�SHUFHQWDJH�FKDQJHV
$HURVSDFH�	�'HIHQVH �����
/HLVXUH�*RRGV �����
&RQVWUXFW�	�0DWHULDO �����
6RIWZDUH�	�&RPS�6HUY �����
*HQHUDO�5HWDLOHUV �����
)RRG�3URGXFHUV �����
%DQNV �����
2LO�	�*DV�3URGXFHUV �����
2LO�	�*DV �����
)RRG�	�'UXJ�5HWDLOHU �����
0HGLD �����
&RQVXPHU�6HUYLFHV �����
,QGXVWULDOV �����
7HFKQRORJ\ �����
7UDYHO�	�/HLVXUH ����
2LO�(TXLSPHQW�	�6HUY ����
$XWRPRELOHV�	�3DUWV ����

)LQDQFLDO�6HUYLFHV ����
+RXVHKROG�*RRGV�	�+R ����
,QGXVWULDO�(QJ ����
6XSSRUW�6HUYLFHV ����
)76(�����,QGH[ ����
)LQDQFLDOV ����
)76(�$OO^+<�`6KDUH�,QGH[ ����
121�),1$1&,$/6�,QGH[ ����
3KDUPDFH�	�%LRWHFK ����
%HYHUDJHV �����
+HDOWK�&DUH �����
*DV�:DWHU�	�0XOWL �����
(OHFWURQLF�	�(OHF�(T �����
,QGXVWULDO�7UDQVSRUW �����
5HDO�(VW�,QYHVW�	�6H �����
)L[HG�/LQH�7HOHFRPPV �����
)76(�6PDOO&DS�,QGH[ �����
8WLOLWLHV �����

)76(�����,QGH[ �����
3HUVRQDO�*RRGV �����
1RQOLIH�,QVXUDQFH �����
(TXLW\�,QYHVW�,QVWU �����
,QGXVWULDO�0HWDOV�	 �����
7HOHFRPPXQLFDWLRQV �����
+HDOWK�&DUH�(T�	�6UY �����
0RELOH�7HOHFRPPV �����
&RQVXPHU�*RRGV �����
(OHFWULFLW\ ������
5HDO�(VW�,QYHVW�	�7U ������
%HYHUDJHV ������
0LQLQJ ������
/LIH�,QVXUDQFH ������
%DVLF�0DWHULDOV ������
7REDFFR ������
&KHPLFDOV ������
7HFK�+DUGZDUH�	�(T ������

FTSE GLOBAL EQUITY INDEX SERIES  

6HS��� 1R�RI 86�� 'D\ 0WK <7' 7RWDO <7' *U�'LY
5HJLRQV�	�FRXQWULHV VWRFNV LQGLFHV � � � UHWQ � <LHOG

6HS��� 1R�RI 86�� 'D\ 0WK <7' 7RWDO <7' *U�'LY
6HFWRUV VWRFNV LQGLFHV � � � UHWQ � <LHOG

)76(�*OREDO�$OO�&DS ����� ������ ���� ���� ��� ������� ��� ���
)76(�*OREDO�$OO�&DS ����� ������ ���� ���� ��� ������� ��� ���
)76(�*OREDO�/DUJH�&DS ���� ������ ���� ���� ��� ������� ���� ���
)76(�*OREDO�0LG�&DS ���� ������ ���� ���� ��� ������� ��� ���
)76(�*OREDO�6PDOO�&DS ���� ������ ��� ���� ��� ������� ��� ���
)76(�$OO�:RUOG ���� ������ ���� ���� ��� ������ ��� ���
)76(�:RUOG ���� ������ ���� ���� ��� ������� ���� ���
)76(�*OREDO�$OO�&DS�H[�81,7('�.,1*'20�,Q ���� ������ ��� ���� ��� ������� ��� ���
)76(�*OREDO�$OO�&DS�H[�86$ ���� ������ ���� ���� ��� ������ ��� ���
)76(�*OREDO�$OO�&DS�H[�-$3$1 ���� ������ ���� ���� ��� ������� ��� ���
)76(�*OREDO�$OO�&DS�H[�(XUR]RQH ���� ������ ��� ���� ��� ������� ��� ���
)76(�'HYHORSHG ���� ������ ���� ���� ��� ������� ���� ���
)76(�'HYHORSHG�$OO�&DS ���� ������ ���� ���� ��� ������� ���� ���
)76(�'HYHORSHG�/DUJH�&DS ��� ������ ���� ���� ���� ������� ���� ���
)76(�'HYHORSHG�(XURSH�/DUJH�&DS ��� ������ ���� ���� ��� ������ ��� ���
)76(�'HYHORSHG�(XURSH�0LG�&DS ��� ������ ���� ���� ��� ������� ��� ���
)76(�'HY�(XURSH�6PDOO�&DS ��� ������ ���� ���� ���� ������� ���� ���
)76(�1RUWK�$PHULFD�/DUJH�&DS ��� ������ ��� ���� ���� ������� ���� ���
)76(�1RUWK�$PHULFD�0LG�&DS ��� ������� ��� ���� ��� ������� ��� ���
)76(�1RUWK�$PHULFD�6PDOO�&DS ���� ������� ��� ���� ��� ������� ��� ���
)76(�1RUWK�$PHULFD ��� ������ ��� ���� ���� ������ ���� ���
)76(�'HYHORSHG�H[�1RUWK�$PHULFD ���� ������ ���� ���� ��� ������ ��� ���
)76(�-DSDQ�/DUJH�&DS ��� ������ ���� ��� ���� ������ ���� ���
)76(�-DSDQ�0LG�&DS ��� ������ ���� ��� ��� ������ ��� ���
)76(�*OREDO�ZL�-$3$1�6PDOO�&DS ��� ������ ��� ��� ��� ������ ��� ���
)76(�-DSDQ ��� ������ ���� ��� ���� ������ ���� ���
)76(�$VLD�3DFLILF�/DUJH�&DS�H[�-DSDQ ���� ������ ��� ���� ���� ������� ���� ���
)76(�$VLD�3DFLILF�0LG�&DS�H[�-DSDQ ��� ������ ��� ���� ��� ������� ��� ���
)76(�$VLD�3DFLILF�6PDOO�&DS�H[�-DSDQ ���� ������ ��� ���� ��� ������ ��� ���
)76(�$VLD�3DFLILF�([�-DSDQ ���� ������ ��� ���� ���� ������� ���� ���
)76(�(PHUJLQJ�$OO�&DS ���� ������ ��� ���� ���� ������� ��� ���
)76(�(PHUJLQJ�/DUJH�&DS ���� ������ ��� ���� ���� ������� ��� ���
)76(�(PHUJLQJ�0LG�&DS ��� ������� ���� ���� ��� ������� ��� ���
)76(�(PHUJLQJ�6PDOO�&DS ���� ������ ��� ���� ��� ������� ��� ���
)76(�(PHUJLQJ�(XURSH ��� ������ ���� ���� ���� ������ ���� ���
)76(�/DWLQ�$PHULFD�$OO�&DS ��� ������ ���� ���� ��� ������� ���� ���
)76(�0LGGOH�(DVW�DQG�$IULFD�$OO�&DS ��� ������ ��� ���� ���� ������� ���� ���
)76(�*OREDO�ZL�81,7('�.,1*'20�$OO�&DS�,Q ��� ������ ���� ���� ��� ������ ��� ���
)76(�*OREDO�ZL�86$�$OO�&DS ���� ������� ��� ���� ���� ������� ���� ���
)76(�(XURSH�$OO�&DS ���� ������ ���� ���� ��� ������ ��� ���
)76(�(XUR]RQH�$OO�&DS ��� ������ ���� ���� ��� ������ ��� ���
)76(�('+(&�5LVN�(IILFLHQW�$OO�:RUOG ���� ������ ���� ���� ��� ������ ��� ���
)76(�('+(&�5LVN�(IILFLHQW�'HYHORSHG�(XURSH ��� ������ ���� ���� ��� ������ ��� ���
2LO�	�*DV ��� ������ ��� ��� ��� ������ ��� ���
2LO�	�*DV�3URGXFHUV �� ������ ��� ��� ��� ������ ���� ���

2LO�(TXLSPHQW�	�6HUYLFHV �� ������ ��� ��� ��� ������ ��� ���
%DVLF�0DWHULDOV ��� ������ ���� ���� ���� ������� ���� ���
&KHPLFDOV ��� ������ ���� ���� ���� ������� ��� ���
)RUHVWU\�	�3DSHU �� ������ ���� ��� ���� ������ ��� ���
,QGXVWULDO�0HWDOV�	�0LQLQJ ��� ������ ��� ���� ��� ������� ��� ���
0LQLQJ �� ������ ���� ��� ����� ������� ���� ���
,QGXVWULDOV ��� ������ ��� ���� ��� ������ ��� ���
&RQVWUXFWLRQ�	�0DWHULDOV ��� ������ ��� ���� ���� ������� ���� ���
$HURVSDFH�	�'HIHQVH �� ������ ��� ���� ���� ������� ���� ���
*HQHUDO�,QGXVWULDOV �� ������ ��� ���� ��� ������ ���� ���
(OHFWURQLF�	�(OHFWULFDO�(TXLSPHQW ��� ������ ��� ���� ��� ������ ��� ���
,QGXVWULDO�(QJLQHHULQJ ��� ������� ��� ���� ��� ������� ��� ���
,QGXVWULDO�7UDQVSRUWDWLRQ ��� ������ ���� ���� ��� ������� ��� ���
6XSSRUW�6HUYLFHV �� ������ ��� ���� ��� ������ ��� ���
&RQVXPHU�*RRGV ��� ������ ���� ���� ��� ������ ��� ���
$XWRPRELOHV�	�3DUWV ��� ������ ���� ��� ���� ������ ���� ���
%HYHUDJHV �� ������ ���� ���� ���� ������� ���� ���
)RRG�3URGXFHUV ��� ������ ���� ���� ���� ������� ���� ���
+RXVHKROG�*RRGV�	�+RPH�&RQVWUXFWLRQ �� ������ ���� ���� ��� ������ ��� ���
/HLVXUH�*RRGV �� ������ ��� ���� ��� ������ ���� ���
3HUVRQDO�*RRGV �� ������ ���� ���� ���� ������� ���� ���
7REDFFR �� ������ ���� ���� ����� ������� ���� ���
+HDOWK�&DUH ��� ������ ���� ���� ���� ������� ���� ���
+HDOWK�&DUH�(TXLSPHQW�	�6HUYLFHV ��� ������� ���� ���� ���� ������� ���� ���
3KDUPDFHXWLFDOV�	�%LRWHFKQRORJ\ ��� ������ ���� ���� ���� ������ ��� ���
&RQVXPHU�6HUYLFHV ��� ������ ���� ���� ��� ������ ���� ���
)RRG�	�'UXJ�5HWDLOHUV �� ������ ���� ���� ���� ������ ���� ���
*HQHUDO�5HWDLOHUV ��� ������� ��� ���� ���� ������� ���� ���
0HGLD �� ������ ��� ���� ���� ������ ���� ���
7UDYHO�	�/HLVXUH ��� ������ ���� ���� ��� ������ ���� ���
7HOHFRPPXQLFDWLRQ �� ������ ���� ��� ���� ������ ���� ���
)L[HG�/LQH�7HOHFRPPXQLDWLRQV �� ����� ���� ��� ���� ������ ���� ���
0RELOH�7HOHFRPPXQLFDWLRQV �� ������ ���� ��� ���� ������ ���� ���
8WLOLWLHV ��� ������ ���� ���� ���� ������ ���� ���
(OHFWULFLW\ ��� ������ ���� ���� ���� ������ ���� ���
*DV�:DWHU�	�0XOWLXWLOLWLHV �� ������ ���� ���� ���� ������ ���� ���
)LQDQFLDOV ��� ������ ���� ���� ���� ������ ��� ���
%DQNV ��� ������ ���� ���� ���� ������ ��� ���
1RQOLIH�,QVXUDQFH �� ������ ���� ��� ��� ������ ��� ���
/LIH�,QVXUDQFH �� ������ ���� ��� ���� ������ ���� ���
)LQDQFLDO�6HUYLFHV ��� ������ ���� ���� ��� ������ ��� ���
7HFKQRORJ\ ��� ������ ��� ���� ���� ������ ���� ���
6RIWZDUH�	�&RPSXWHU�6HUYLFHV ��� ������ ��� ���� ���� ������� ���� ���
7HFKQRORJ\�+DUGZDUH�	�(TXLSPHQW ��� ������ ��� ���� ���� ������ ���� ���
$OWHUQDWLYH�(QHUJ\ �� ������ ��� ���� ����� ������ ����� ���
5HDO�(VWDWH�,QYHVWPHQW�	�6HUYLFHV ��� ������ ���� ���� ���� ������ ���� ���
5HDO�(VWDWH�,QYHVWPHQW�7UXVWV ��� ������ ���� ���� ���� ������ ���� ���
)76(�*OREDO�/DUJH�&DS ���� ������ ���� ���� ��� ������� ���� ���

7KH�)76(�*OREDO�(TXLW\�6HULHV��ODXQFKHG�LQ�������FRQWDLQV�WKH�)76(�*OREDO�6PDOO�&DS�,QGLFHV�DQG�EURDGHU�)76(�*OREDO�$OO�&DS�,QGLFHV��ODUJH�PLG�VPDOO�FDS��DV�ZHOO�DV�WKH�HQKDQFHG�)76(�$OO�:RUOG�LQGH[�6HULHV��ODUJH�
PLG�FDS����SOHDVH�VHH�KWWSV���UHVHDUFK�IWVHUXVVHOO�FRP�3URGXFWV�LQGLFHV�+RPH�LQGH[ILOWHUJHLV"LQGH[1DPH *(,6$&	FXUUHQF\ 86'	UWQ &$3	VHJPHQW JOREDO�GHYHORSHGÙHPHUJLQJ��7KH�WUDGH�QDPHV�)XQGDPHQWDO�,QGH[p
DQG�5$),p�DUH�UHJLVWHUHG�WUDGHPDUNV�DQG�WKH�SDWHQWHG�DQG�SDWHQW�SHQGLQJ�SURSULHWDU\�LQWHOOHFWXDO�SURSHUW\�RI�5HVHDUFK�$IILOLDWHV��//&��86�3DWHQW�1RV����������������������������������������������3DWHQW�3HQGLQJ�3XEO�
1RV��86��������������$���86��������������$���86��������������$���86���������������$���:2��������������:2�������������$���:2��������������(31����������DQG�+.����������ß('+(&�ß�LV�D�WUDGH�PDUN
RI�('+(&�%XVLQHVV�6FKRRO�$V�RI�-DQXDU\��QG�������)76(�LV�EDVLQJ�LWV�VHFWRU�LQGLFHV�RQ�WKH�,QGXVWULDO�&ODVVLILFDWLRQ�%HQFKPDUN���SOHDVH�VHH�ZZZ�IWVH�FRP�LFE��)RU�FRQVWLWXHQW�FKDQJHV�DQG�RWKHU�LQIRUPDWLRQ�DERXW�)76(�
SOHDVH�VHH�ZZZ�IWVH�FRP��k�)76(�,QWHUQDWLRQDO�/LPLWHG��������$OO�5LJKWV�UHVHUYHG��ß)76(pß�LV�D�WUDGH�PDUN�RI�WKH�/RQGRQ�6WRFN�([FKDQJH�*URXS�FRPSDQLHV�DQG�LV�XVHG�E\�)76(�,QWHUQDWLRQDO�/LPLWHG�XQGHU�OLFHQFH�

FTSE 100 SUMMARY  

&ORVLQJ 'D\
V
)76(���� 3ULFH &KDQJH

&ORVLQJ 'D\
V
)76(���� 3ULFH &KDQJH

�,�*URXS�3/& ���� �����
$GPLUDO�*URXS�3/& ���� �����
$LUWHO�$IULFD�3/& ������ ����
$QJOR�$PHULFDQ�3/& ���� �����
$QWRIDJDVWD�3/& ������ �����
$VKWHDG�*URXS�3/& ���� �����
$VVRFLDWHG�%ULWLVK�)RRGV�3/& ���� ������
$VWUD]HQHFD�3/& ����� �������
$XWR�7UDGHU�*URXS�3/& ������ �����
$YLYD�3/& ������ �����
%	0�(XURSHDQ�9DOXH�5HWDLO�6�$� ������ ����
%DH�6\VWHPV�3/& ������ ����
%DUFOD\V�3/& ������ ����
%DUUDWW�'HYHORSPHQWV�3/& ������ ������
%HD]OH\�3/& ������ ����
%HUNHOH\�*URXS�+ROGLQJV��7KH��3/& ���� ������
%3�3/& ������ ����
%ULWLVK�$PHULFDQ�7REDFFR�3/& ������ ������
%W�*URXS�3/& ������ �����
%XQ]O�3/& ���� �����
%XUEHUU\�*URXS�3/& ������ �����
&HQWULFD�3/& ������ �����
&RFD�&ROD�+EF�$* ���� ������
&RPSDVV�*URXS�3/& ���� �����
&RQYDWHF�*URXS�3/& ������ ����
&URGD�,QWHUQDWLRQDO�3/& ���� �����
'FF�3/& ���� �����
'HFKUD�3KDUPDFHXWLFDOV�3/& ���� �
'LDJHR�3/& ���� �����
'LSORPD�3/& ���� �����
(QGHDYRXU�0LQLQJ�3/& ���� �����
(QWDLQ�3/& ������ ������
([SHULDQ�3/& ���� ����
)	&�,QYHVWPHQW�7UXVW�3/& ������ ����
)OXWWHU�(QWHUWDLQPHQW�3/& ����� ������
)UDVHUV�*URXS�3/& ������ �
)UHVQLOOR�3/& ������ �����
*OD[RVPLWKNOLQH�3/& ���� ������
*OHQFRUH�3/& ������ ����
+DOHRQ�3/& ������ ����
+DOPD�3/& ���� �����
+DUJUHDYHV�/DQVGRZQ�3/& ������ �����
+LNPD�3KDUPDFHXWLFDOV�3/& ���� ������
+RZGHQ�-RLQHU\�*URXS�3/& ������ ����
+6%&�+ROGLQJV�3/& ������ ����
,PL�3/& ���� �����
,PSHULDO�%UDQGV�3/& ������ �����
,QIRUPD�3/& ������ ����
,QWHUFRQWLQHQWDO�+RWHOV�*URXS�3/& ���� ������
,QWHUQDWLRQDO�&RQVROLGDWHG�$LUOLQHV�*URXS�6�$� ������ �����

,QWHUWHN�*URXS�3/& ���� ������
-G�6SRUWV�)DVKLRQ�3/& ������ �����
.LQJILVKHU�3/& ������ �����
/DQG�6HFXULWLHV�*URXS�3/& ������ �����
/HJDO�	�*HQHUDO�*URXS�3/& ������ �����
/OR\GV�%DQNLQJ�*URXS�3/& ����� �����
/RQGRQ�6WRFN�([FKDQJH�*URXS�3/& ���� ������
0	*�3/& ������ �����
0DUNV�$QG�6SHQFHU�*URXS�3/& ������ �����
0HOURVH�,QGXVWULHV�3/& ������ ����
0RQGL�3/& ������ �����
1DWLRQDO�*ULG�3/& ������ ������
1DWZHVW�*URXS�3/& ������ �����
1H[W�3/& ���� �������
2FDGR�*URXS�3/& ������ ������
3HDUVRQ�3/& ������ ����
3HUVKLQJ�6TXDUH�+ROGLQJV�/7' ���� ������
3KRHQL[�*URXS�+ROGLQJV�3/& ������ ������
3UXGHQWLDO�3/& ������ �����
5HFNLWW�%HQFNLVHU�*URXS�3/& ���� �����
5HO[�3/& ���� �����
5HQWRNLO�,QLWLDO�3/& ������ �����
5LJKWPRYH�3/& ������ ������
5LR�7LQWR�3/& ���� ������
5ROOV�5R\FH�+ROGLQJV�3/& ������ ����
5V�*URXS�3/& ������ ����
6DJH�*URXS�3/& ������ ������
6DLQVEXU\��-��3/& ������ �����
6FKURGHUV�3/& ������ ����
6FRWWLVK�0RUWJDJH�,QYHVWPHQW�7UXVW�3/& ������ ����
6HJUR�3/& ������ �����
6HYHUQ�7UHQW�3/& ���� ������
6KHOO�3/& ������ �����
6PLWK�	�1HSKHZ�3/& ������ ����
6PLWK��'V��3/& ������ ����
6PLWKV�*URXS�3/& ���� �����
6PXUILW�.DSSD�*URXS�3/& ���� ����
6SLUD[�6DUFR�(QJLQHHULQJ�3/& ���� ������
6VH�3/& ���� ������
6W��-DPHV
V�3ODFH�3/& ������ ����
6WDQGDUG�&KDUWHUHG�3/& ������ ����
7D\ORU�:LPSH\�3/& ������ �����
7HVFR�3/& ������ �����
8QLOHYHU�3/& ������ ����
8QLWH�*URXS�3/& ������ �����
8QLWHG�8WLOLWLHV�*URXS�3/& ������ ������
9RGDIRQH�*URXS�3/& ����� �����
:HLU�*URXS�3/& ������ �����
:KLWEUHDG�3/& ���� ������
:SS�3/& ������ �����

UK STOCK MARKET TRADING DATA  

6HS��� 6HS��� 6HS��� 6HS��� 6HS��� <U�$JR
2UGHU�%RRN�7XUQRYHU��P� ����� ������ ������ ������ ������ ������
2UGHU�%RRN�%DUJDLQV ��������� ��������� ��������� ��������� ��������� ���������
2UGHU�%RRN�6KDUHV�7UDGHG��P� ������� ������� ������� ������� ������� �������
7RWDO�(TXLW\�7XUQRYHU��eP� ������� ������� ������� ������� ������� �������
7RWDO�0NW�%DUJDLQV ��������� ��������� ��������� ��������� ��������� ���������
7RWDO�6KDUHV�7UDGHG��P� ������� ������� ������� ������� ������� �������
��([FOXGLQJ�LQWUD�PDUNHW�DQG�RYHUVHDV�WXUQRYHU��8.�RQO\�WRWDO�DW��SP��Á�8.�SOXV�LQWUD�PDUNHW�WXUQRYHU���X��8QDYDOLDEOH�
�F��0DUNHW�FORVHG�

$OO�GDWD�SURYLGHG�E\�0RUQLQJVWDU�XQOHVV�RWKHUZLVH�QRWHG��$OO�HOHPHQWV�OLVWHG�DUH�LQGLFDWLYH�DQG�EHOLHYHG
DFFXUDWH�DW�WKH�WLPH�RI�SXEOLFDWLRQ��1R�RIIHU�LV�PDGH�E\�0RUQLQJVWDU�RU�WKH�)7��7KH�)7�GRHV�QRW�ZDUUDQW�QRU
JXDUDQWHH�WKDW�WKH�LQIRUPDWLRQ�LV�UHOLDEOH�RU�FRPSOHWH��7KH�)7�GRHV�QRW�DFFHSW�UHVSRQVLELOLW\�DQG�ZLOO�QRW�EH
OLDEOH�IRU�DQ\�ORVV�DULVLQJ�IURP�WKH�UHOLDQFH�RQ�RU�XVH�RI�WKH�OLVWHG�LQIRUPDWLRQ�
)RU�DOO�TXHULHV�H�PDLO�IW�UHDGHU�HQTXLULHV#PRUQLQJVWDU�FRP

'DWD�SURYLGHG�E\�0RUQLQJVWDU�_�ZZZ�PRUQLQJVWDU�FR�XN

UK RIGHTS OFFERS  

$PRXQW /DWHVW
,VVXH SDLG UHQXQ� FORVLQJ
SULFH XS GDWH +LJK /RZ 6WRFN 3ULFH�S �RU�
7KHUH�DUH�FXUUHQWO\�QR�ULJKWV�RIIHUV�E\�DQ\�FRPSDQLHV�OLVWHG�RQ�WKH�/6(�

UK COMPANY RESULTS  

&RPSDQ\ 7XUQRYHU 3UH�WD[ (36�S� 'LY�S� 3D\�GD\ 7RWDO
DEUGQ�(XURSHDQ�/RJLVWLFV�,QFRPH ,QW ������/ ������ �����/ ����� ������� ������� 6HS��� ����� �����
$FXLW\�50�*URXS ,QW �����/ �����/ �����/ �����/ ������� ������� � ����� �����
$'0�(QHUJ\ ,QW ����� ����� �����/ �����/ �����/ �����/ ������� ������� � ����� �����
$VFHQW�5HVRXUFHV ,QW ����� ����� ����� �����/ ����� �����/ ������� ������� � ����� �����
$WHULDQ ,QW ����� ����� �����/ �����/ �����/ ����� ������� ������� � ����� �����
$WRPH�(QHUJ\ ,QW ����� ����� �����/ �����/ ����� ����� ������� ������� � ����� �����
$YDFWD�*URXS ,QW ������ ����� ������/ �����/ �����/ �����/ ������� ������� � ����� �����
$YDWLRQ 3UH ������ ������� ������ ������ ����� ����� ������� ������� � ����� �����
%RUGHUV�	�6RXWKHUQ�3HWUROHXP ,QW ����� ����� �����/ �����/ �����/ �����/ ������� ������� � ����� �����
&HODGRQ�3KDUPDFHXWLFDOV ,QW ����� ����� �����/ ������/ ����� ����� ������� ������� � ����� �����
&HUHV�3RZHU�+ROGLQJV ,QW ������ ����� ������/ ������/ ������/ ������/ ������� ������� � ����� �����
&L]]OH�%LRWHFKQRORJ\�+ROGLQJV ,QW ����� ����� �����/ �����/ �����/ �����/ ������� ������� � ����� �����
&REUD�5HVRXUFHV ,QW ����� ����� �����/ �����/ �����/ �����/ ������� ������� � ����� �����
'LJLWDO���,QIUDVWUXFWXUH ,QW ������/ ������ �����/ ����� ������� ������� � ����� �����

Figures in £m. Earnings shown basic. Figures in light text are for corresponding period year earlier.
For more information on dividend payments visit www.ft.com/marketsdata

UK RECENT EQUITY ISSUES  

,VVXH ,VVXH 6WRFN &ORVH 0NW
GDWH SULFH�S� 6HFWRU FRGH 6WRFN SULFH�S� ��� +LJK /RZ &DS��eP�
����� ����� $,0 75<% 7ULEH�7HFKQRORJ\�3/& ���� ���� ����� ���� ������

†Placing price. *Intoduction. ÁWhen issued. Annual report/prospectus available at www.ft.com/ir
For a full explanation of all the other symbols please refer to London Share Service notes.
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���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P
���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P
���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P
���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P
���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P
���:HHN

6WRFN 3ULFH 'D\�&KJ +LJK /RZ <OG 3�( 0&DS�P

$XVWUDOLD��$��
$1=�%DQN ����� ���� ����� ����� ���� ����� ��������
%+3�*URXS ����� ���� ����� ����� ���� ����� ���������
&PZ%N$X ����� ����� ������ ����� ���� ����� ���������
&6/ ������ � ������ ������ ���� ����� ��������
1DW$XV%N ����� ����� ����� ����� ���� ����� ��������
7HOVWUD ���� � ���� ���� ���� ����� ��������
:HVIDUPHUV ����� ����� ����� ����� ���� ����� �������
:HVWSDF�%DQN ����� ����� ����� ����� ���� ����� ��������
:RROZRUWKV ����� ����� ����� ����� ���� ����� ��������
%HOJLXP��é�
$Q%VK,Q%Y ����� ����� ����� ����� ���� ����� ��������
.%&�*US ����� ���� ����� ����� ���� ���� ��������
%UD]LO��5��
$PEHY ����� ���� ����� ����� ���� ����� �������
%UDGHVFR ����� ���� ����� ����� ���� ���� ��������
&LHOR ���� ���� ���� ���� ���� ���� �������
,WDX+OG)LQ ����� ���� ����� ����� ���� ���� ��������
3HWUREUDV ����� ����� ����� ����� ����� ���� ��������
9DOH ����� ���� ����� ����� ���� ���� ��������
&DQDGD��&��
%DXVFK�+OWK ����� ���� ����� ���� � ������ �������
%&( ����� ���� ����� ����� ���� ����� ��������
%N0RQWUO ������ ���� ������ ������ ���� ����� ��������
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-DSDQ��< ����� ���� ���� � ����� �����
6HQLRU�)LQDQFLDOV��< ����� ����� ���� � ����� �����

0DUNLW�&';
(PHUJLQJ�0DUNHWV��< ������ ���� ����� � ������ ������
1WK�$PHU�+LJK�<OG��< ������ � � � ������ ������
1WK�$PHU�,QY�*UDGH��< ����� ����� ���� � ����� �����
:HEVLWHV��PDUNLW�FRP��IWVH�FRP��$OO�LQGLFHV�VKRZQ�DUH�XQKHGJHG��&XUUHQFLHV�DUH�VKRZQ�LQ�EUDFNHWV�DIWHU�WKH�LQGH[�QDPHV�

COMMODITIES  
www.ft.com/commodities

(QHUJ\ 3ULFH &KDQJH
&UXGH�2LO� 1RY ����� �����
%UHQW�&UXGH�2LOÁ ����� �����
5%2%�*DVROLQH� 'HF ���� �����
1DWXUDO�*DV� 1RY ���� ����
%DVH�0HWDOV��Ƅ�/0(���0RQWKV�
$OXPLQLXP ������� �����
$OXPLQLXP�$OOR\ ������� �����
&RSSHU ������� ������
/HDG ������� ����
1LFNHO �������� �����
7LQ �������� ������
=LQF ������� ������
3UHFLRXV�0HWDOV��30�/RQGRQ�)L[�
*ROG ������� ������
6LOYHU��86�FHQWV� ������� ������
3ODWLQXP ������ �����
3DOODGLXP ������� �����
%XON�&RPPRGLWLHV
,URQ�2UH ������ ����
%DOWLF�'U\�,QGH[ ������� ������
5LFKDUGV�%D\�,&(�)XWXUHV ������ ����

$JULFXOWXUDO�	�&DWWOH�)XWXUHV 3ULFH &KDQJH
&RUQƇ 'HF ������ �����
:KHDWƇ 'HF ������ �����
6R\EHDQVƇ 1RY ������� ������
6R\EHDQV�0HDOƇ 2FW ������ �����
&RFRD��,&(�/LIIH�? 'HF ������� �����
&RFRD��,&(�86�Ɔ 'HF ������� �����
&RIIHH�5REXVWD�? 1RY ������� �����
&RIIHH��$UDELFD�Ɔ 'HF ������ �����
:KLWH�6XJDU? ������ ����
6XJDU���Ɔ ����� ����
&RWWRQƆ 2FW ����� ����
2UDQJH�-XLFHƆ 1RY ������ �����
/LYH�&DWWOHƅ 2FW ������ ����
)HHGHU�&DWWOHƅ 0D\ ������ �
/HDQ�+RJVƅ 2FW ����� ����

��&KJ ��&KJ
6HS��� 0RQWK <HDU

6	3�*6&,�6SW ������ ���� ����
'-�8%6�6SRW ������ ���� �����
75�&&�&5%�75 ������ ���� �����
/(%$�(8$�&DUERQ ����� ����� ������
/(%$�8.�3RZHU ������� ������ ������

Sources: � NYMEX, Á ECX/ICE, Ƈ CBOT, ? ICE Liffe, Ɔ ICE Futures, ƅ CME, Ƅ LME/London Metal Exchange.* Latest prices, $

unless otherwise stated.

BONDS: INDEX-LINKED  

3ULFH <LHOG 0RQWK 9DOXH 1R�RI
6HS��� 6HS��� 3UHY UHWXUQ VWRFN 0DUNHW VWRFNV

&DQ������
��� ������ ����� ����� ����� ���� �������� �
)U������
��� ����� ����� ����� ����� ����� ��������� ��
6ZH������
��� ������ ����� ����� ���� ����� ��������� �
8.�������
��� ����� ����� ����� ���� ����� ��������� ��

� � � � � � �
8.������
��� ������ ����� ����� ���� ���� ��������� ��
86�������
��� ����� ����� ����� ����� ����� ���������� ��
86�������
��� ������ ����� ����� ����� ����� ���������� ��
5HSUHVHQWDWLYH�VWRFNV�IURP�HDFK�PDMRU�PDUNHW�6RXUFH��0HULOO�/\QFK�*OREDO�%RQG�,QGLFHV�á�/RFDO�FXUUHQFLHV��â�7RWDO�PDUNHW
YDOXH��,Q�OLQH�ZLWK�PDUNHW�FRQYHQWLRQ��IRU�8.�*LOWV�LQIODWLRQ�IDFWRU�LV�DSSOLHG�WR�SULFH��IRU�RWKHU�PDUNHWV�LW�LV�DSSOLHG�WR�SDU
DPRXQW�

BONDS: TEN YEAR GOVT SPREADS  

6SUHDG 6SUHDG
%LG YV YV
<LHOG %XQG 7�%RQGV

6SUHDG 6SUHDG
%LG YV YV
<LHOG %XQG 7�%RQGV

$XVWUDOLD ���� ���� �����
$XVWULD ���� ���� �����
&DQDGD ���� ���� �����
'HQPDUN ���� ���� �����
)LQODQG ���� ���� �����
*HUPDQ\ ���� ���� �����
,WDO\ ���� ����� �����
-DSDQ ���� ����� �����

1HWKHUODQGV ���� ���� �����
1HZ�=HDODQG ���� ���� ����
1RUZD\ ���� ���� �����
3RUWXJDO ���� ���� �����
6SDLQ ���� ���� �����
6ZHGHQ ���� ����� �����
6ZLW]HUODQG ���� ����� �����
8QLWHG�6WDWHV ���� ���� ����

,QWHUDFWLYH�'DWD�3ULFLQJ�DQG�5HIHUHQFH�'DWD�//&��DQ�,&(�'DWD�6HUYLFHV�FRPSDQ\�

VOLATILITY INDICES  

6HS��� 'D\�&KQJ 3UHY ���ZN�KLJK ���ZN�ORZ
9,; ����� ����� ����� ����� �����
9;' ����� ����� ����� ����� ����
9;1 ����� ����� ����� ����� ����
9'$; ����� ����� ����� ����� �
��&%2(��9,;��6	3�����LQGH[�2SWLRQV�9RODWLOLW\��9;'��'-,$�,QGH[�2SWLRQV�9RODWLOLW\��9;1��1$6'$4�,QGH[�2SWLRQV�9RODWLOLW\�
Á�'HXWVFKH�%RUVH��9'$;��'$;�,QGH[�2SWLRQV�9RODWLOLW\�

BONDS: BENCHMARK GOVERNMENT  

5HG %LG %LG 'D\�FKJ :N�FKJ 0RQWK <HDU
'DWH &RXSRQ 3ULFH <LHOG \LHOG \LHOG FKJ�\OG FKJ�\OG

$XVWUDOLD � � � � � � �
����� ���� ����� ���� ����� ���� ���� ����
����� ���� ����� ���� ����� ���� ���� �����

$XVWULD ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

%HOJLXP ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

&DQDGD ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

'HQPDUN ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ������ ���� ���� ���� ���� ����

)LQODQG ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

)UDQFH ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

*HUPDQ\ ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

*UHHFH � � � � � � �
����� ���� ����� ���� ���� ���� ���� �����

,UHODQG � � � � � � �
����� ���� ����� ���� ����� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

,WDO\ ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� �����
����� ���� ����� ���� ���� ���� ���� ����

-DSDQ ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ����� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

1HWKHUODQGV ����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

1HZ�=HDODQG ����� ���� ����� ���� ����� ���� ���� ����
����� ���� ������ ���� ���� ���� ���� ����

1RUZD\ ����� ���� ����� ���� ����� ���� ���� ����
3RODQG � � � � � � �

����� ���� ����� ���� ����� ���� ����� �����
����� ���� ����� ���� ���� ���� ���� �����

3RUWXJDO ����� ���� ������ ���� ���� ���� ���� ����
6SDLQ � � � � � � �

����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

6ZHGHQ ����� ���� ������ ���� ����� ���� ���� ����
����� ���� ������ ���� ���� ���� ���� ����

6ZLW]HUODQG ����� ���� ������ ���� ���� ����� ���� �����
����� ���� ����� ���� ���� ����� ���� �����

8QLWHG�.LQJGRP � � � � � � �
����� ���� ����� ���� ���� ���� ����� �����
����� ���� ����� ���� ����� ���� ���� �����

8QLWHG�6WDWHV � � � � � � �
����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����
����� ���� ����� ���� ���� ���� ���� ����

,QWHUDFWLYH�'DWD�3ULFLQJ�DQG�5HIHUHQFH�'DWD�//&��DQ�,&(�'DWD�6HUYLFHV�FRPSDQ\�

GILTS: UK CASH MARKET  

5HG &KDQJH�LQ�<LHOG ���:HHN $PQW
6HS��� 3ULFH�e <LHOG 'D\ :HHN 0RQWK <HDU +LJK /RZ eP

� � � � � � � � �
� � � � � � � � �

7U������SF�
�� ����� ���� ����� ���� ����� ����� ����� ����� �����
7U��SF�
�� ����� ���� ���� ���� ����� ����� ����� ����� �����
7U������SF�
�� ����� ���� ���� ���� ����� ���� ����� ����� �����
7U�����SF�
�� ����� ���� ���� ���� ����� ���� ����� ����� �����
7U����SF�
�� ����� ���� ���� ���� ����� ���� ����� ����� �����
7U��SF�
�� ����� ���� ���� ���� ���� ����� ������ ����� �����
7U�����SF�
�� ����� ���� ���� ���� ���� ����� ������ ����� �����
7U����SF�
�� ����� ���� ���� ���� ���� ����� ������ ����� �����
7U�����SF�
�� ����� ���� ���� ���� ���� ����� ������ ����� �����
7U��SF�
�� ����� ���� ���� ���� ���� ����� ������ ����� �����
*LOWV�EHQFKPDUNV�	�QRQ�UXPS�XQGDWHG�VWRFNV��&ORVLQJ�PLG�SULFH�LQ�SRXQGV�SHU�e����QRPLQDO�RI�VWRFN�

GILTS: UK FTSE ACTUARIES INDICES  

3ULFH�,QGLFHV 'D\
V 7RWDO 5HWXUQ 5HWXUQ
)L[HG�&RXSRQ 6HS��� FKJ�� 5HWXUQ ��PRQWK ��\HDU <LHOG
��8S�WR���<HDUV ����� ����� ������� ���� ���� ����
���������<HDUV ������ ����� ������� ���� ���� ����
����������<HDUV ������ ����� ������� ����� ����� ����
���������<HDUV ������ ����� ������� ����� ���� ����
��2YHU����<HDUV ������ ����� ������� ����� ������ ����
��$OO�VWRFNV ������ ����� ������� ����� ����� ����

'D\
V 0RQWK <HDU
V 7RWDO 5HWXUQ 5HWXUQ
,QGH[�/LQNHG 6HS��� FKJ�� FKJ�� FKJ�� 5HWXUQ ��PRQWK ��\HDU
��8S�WR���<HDUV ������ ����� ���� ���� ������� ���� ����
��2YHU���\HDUV ������ ����� ����� ����� ������� ����� �����
�������\HDUV ������ ����� ����� ���� ������� ����� ����
��2YHU����\HDUV ������ ����� ����� ����� ������� ����� �����
��$OO�VWRFNV ������ ����� ����� ����� ������� ����� �����

<LHOG�,QGLFHV 6HS��� 6HS��� <U�DJR 6HS��� 6HS��� <U�DJR
��<UV ���� ���� ���� ���<UV ���� ���� ����
���<UV ���� ���� ���� ���<UV ���� ���� ����
���<UV ���� ���� ����

LQIODWLRQ��� LQIODWLRQ���
5HDO�\LHOG 6HS��� 'XU�\UV 3UHYLRXV <U�DJR 6HS��� 'XU�\UV 3UHYLRXV <U�DJR
8S�WR���\UV ���� ���� ���� ���� ���� ���� ���� �����
2YHU���\UV ���� ����� ���� ���� ���� ����� ���� ����
�����\UV ���� ���� ���� ���� ���� ���� ���� ����
2YHU����\UV ���� ����� ���� ���� ���� ����� ���� ����
$OO�VWRFNV ���� ����� ���� ���� ���� ����� ���� ����
6HH�)76(�ZHEVLWH�IRU�PRUH�GHWDLOV�ZZZ�IWVH�FRP�SURGXFWV�LQGLFHV�JLOWV
k�����7UDGHZHE�0DUNHWV�//&��$OO�ULJKWV�UHVHUYHG��7KH�7UDGHZHE�)76(
*LOW�&ORVLQJ�3ULFHV�LQIRUPDWLRQ�FRQWDLQHG�KHUHLQ�LV�SURSULHWDU\�WR
7UDGHZHE��PD\�QRW�EH�FRSLHG�RU�UH�GLVWULEXWHG��LV�QRW�ZDUUDQWHG�WR�EH
DFFXUDWH��FRPSOHWH�RU�WLPHO\��DQG�GRHV�QRW�FRQVWLWXWH�LQYHVWPHQW�DGYLFH�
7UDGHZHE�LV�QRW�UHVSRQVLEOH�IRU�DQ\�ORVV�RU�GDPDJH�WKDW�PLJKW�UHVXOW�IURP�WKH�XVH�RI�WKLV�LQIRUPDWLRQ�

$OO�GDWD�SURYLGHG�E\�0RUQLQJVWDU�XQOHVV�RWKHUZLVH�QRWHG��$OO�HOHPHQWV�OLVWHG�DUH�LQGLFDWLYH�DQG�EHOLHYHG�DFFXUDWH
DW�WKH�WLPH�RI�SXEOLFDWLRQ��1R�RIIHU�LV�PDGH�E\�0RUQLQJVWDU��LWV�VXSSOLHUV��RU�WKH�)7��1HLWKHU�WKH�)7��QRU
0RUQLQJVWDUÜV�VXSSOLHUV��ZDUUDQW�RU�JXDUDQWHH�WKDW�WKH�LQIRUPDWLRQ�LV�UHOLDEOH�RU�FRPSOHWH��1HLWKHU�WKH�)7�QRU
0RUQLQJVWDUÜV�VXSSOLHUV�DFFHSW�UHVSRQVLELOLW\�DQG�ZLOO�QRW�EH�OLDEOH�IRU�DQ\�ORVV�DULVLQJ�IURP�WKH�UHOLDQFH�RQ�WKH
XVH�RI�WKH�OLVWHG�LQIRUPDWLRQ��)RU�DOO�TXHULHV�H�PDLO�IW�UHDGHU�HQTXLULHV#PRUQLQJVWDU�FRP

'DWD�SURYLGHG�E\�0RUQLQJVWDU�_�ZZZ�PRUQLQJVWDU�FR�XN
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)XQG %LG 2IIHU '��� <LHOG

/*7�:HDOWK�0DQDJHPHQW��&,��/LPLWHG �-(5�
6LU�:DOWHU�5DOHLJK�+RXVH����������(VSODQDGH��6W�+HOLHU��-HUVH\��-(���4%
)&$�5HFRJQLVHG

9RODUH�2IIVKRUH�6WUDWHJ\�)XQG�/LPLWHG

%ULGJH�)XQG e ������ � ������� �

*OREDO�(TXLW\�)XQG e ������ � ������� �

*OREDO�)L[HG�,QWHUHVW�)XQG e ������ � ������� ����

,QFRPH�)XQG e ������ � ������� ����

6WHUOLQJ�)L[HG�,QWHUHVW�)XQG e ������ � ������� ����

8.�(TXLW\�)XQG e ������ � ������� �

$OJHEULV�,QYHVWPHQWV �,5/�
5HJXODWHG
$OJHEULV�)LQDQFLDO�&UHGLW�,�(85 é ������ � ����� ����

$OJHEULV�)LQDQFLDO�&UHGLW�5�(85 é ������ � ����� ����

$OJHEULV�)LQDQFLDO�&UHGLW�5G�(85 é ����� � ����� ����

$OJHEULV�)LQDQFLDO�,QFRPH�,�(85 é ������ � ����� ����

$OJHEULV�)LQDQFLDO�,QFRPH�5�(85 é ������ � ����� ����

$OJHEULV�)LQDQFLDO�,QFRPH�5G�(85 é ����� � ����� ����

$OJHEULV�)LQDQFLDO�(TXLW\�%�(85 é ������ � ����� ����

$OJHEULV�)LQDQFLDO�(TXLW\�5�(85 é ������ � ����� ����

$OJHEULV�,*�)LQDQFLDO�&UHGLW�,�(85 é ����� � ����� ����

$OJHEULV�,*�)LQDQFLDO�&UHGLW�5�(85 é ����� � ����� ����

$OJHEULV�*OREDO�&UHGLW�2SSRUWXQLWLHV�,�(85 é ������ � ����� ����

$OJHEULV�*OREDO�&UHGLW�2SSRUWXQLWLHV�5�(85 é ������ � ����� ����

$OJHEULV�*OREDO�&UHGLW�2SSRUWXQLWLHV�5G�(85 é ������ � ����� ����

$OJHEULV�&RUH�,WDO\�,�(85 é ������ � ����� ����

$OJHEULV�&RUH�,WDO\�5�(85 é ������ � ����� ����

$OJHEULV�6XVW��:RUOG�% é ������ � ���� �

$OJHEULV�6XVW��:RUOG�5 é ������ � ���� �

7KH�$QWDUHV�(XURSHDQ�)XQG�/LPLWHG
2WKHU�,QWHUQDWLRQDO

$()�/WG�8VG � ������ � ����� ����

$()�/WG�(XU é ������ � ����� ����

$UWHPLV�)XQG�0DQDJHUV�/WG�������) �8.�
���6W��-DPHV
V�6WUHHW��/RQGRQ�6:�$��/'��������������
$XWKRULVHG�,QY�)XQGV
$UWHPLV�&RUSRUDWH�%RQG�,�$FF ����� � ����� ����

$UWHPLV�3RVLWLYH�)XWXUH�)XQG ����� � ����� �

$UWHPLV�7DUJHW�5HWXUQ�%RQG�,�$FF ������ � ����� ����
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W hat were you doing in 
2016? In Britain, a likely 
answer might be argu-
ing about Brexit. Yet 
despite being set in that 

noisiest of recent years, the new Ken 
Loach film, The Old Oak, does not men-
tion the word once. Given Loach’s signa-
ture realism, that could read as an over-
sight. But for the drinkers in the fic-
tional pub of the title, in a former min-
ing village in the north of England, a 
referendum is not needed to alert them 
to the working-class anger that would 
shortly transfix Westminster.

The film opens with an act of violence 
— a camera, snatched and broken. (A 
dread omen from any filmmaker.) It 
belongs to Yara (Ebla Mari), one of a 
group of Syrian refugees bussed into 
steep streets now scarred by poverty, 
where she is confronted by an angry vil-
lager. For now, the episode is an outlier. 
The culprit is tutted at. But further con-
frontations await. Siren voices demand 
people pick a side.

Another definitive 2016 moment was 
the release of I, Daniel Blake, the Loach 
movie that punched through to main-
stream British success. As with that 
film, The Old Oak turns on an everyday 
hero: TJ (Dave Turner), kindly landlord 
of the faded local pub. The place itself 
becomes a co-star. Now dead slow at its 
busiest, you see the ghosts of great 
nights past the same way you hear the 
silence when Yara steps inside. 

But the silence does not last. Among a 
small band of regulars, protests at their 
own economic distress curdle into a 
grudge against the newcomers. If a criti-
cism aimed at I, Daniel Blake was making 
saints of working-class characters, here 
the picture painted by writer Paul Lav-
erty is sad and complex from the start.

The film unfolds with a fierce crackle. 
And a wide lens is in play alongside the 
micro close-up. The film is a period 
piece with far-sighted relevance. In an 
era of climate change, for instance, 

arguments about trade blocs may come 
to seem quaint compared to the future 
of vast numbers of displaced people.

Loach is too dogged an optimist to 
give in to despair. Still, the air of elegy is 
inescapable. In part, that comes with 
being 87. Though his retirement has 
been deferred more than that of Frank 
Sinatra, this time he has said the end is 
near with something close to certainty. 

Political opponents will rejoice, but 
cinema will surely miss a director with 
this kind of moral force, and timing so 
uncanny. The Old Oak comes out in the 
UK the same week that hawkish home 
secretary Suella Braverman sought to 
redefine formally the very word refu-
gee. If this is where Loach leaves us, he 
goes out speaking urgently to the abso-
lute present moment. 
In UK cinemas now

Long before ChatGPT, British director 
Oscar Sharp released Sunspring (2016), 
a short film “written” by an AI trained 
on sci-fi screenplays. (The result can be 
found on YouTube: still impressively 
weird.) At many times the budget, we 
now have The Creator, an earnest
and spectacular epic starring John 
David Washington. 

The film is co-written and directed by 
another British filmmaker, Gareth 
Edwards (Monsters, Rogue One: A Star 
Wars Story). But it brims with so much 
déjà vu, it too can feel like the product of 
a data scrape of genre classics.

None of this is underhanded. Nobody 
calls their humanoid characters “simu-
lants” without knowing people will 
recall the replicants of Blade Runner. 
And the movie is, nominally, about
AI itself. 

As the tale begins in 2065, the US has 
already waged a successful war against 
the higher processing power in its midst. 
But the foe lives on as a guerrilla force, 
AI-driven simulants at large in “New 
Asia”, a geopolitical mass that will also 
look pointedly familiar. If Blade Runner 
supplies the circuitry, Edwards chan-
nels Apocalypse Now for scenes of US hel-
icopters strafing paddy fields — a ’Nam 
by any other name.

Washington plays a US soldier 
wrecked by his own human powers of 
deception. A former double agent, he 
once disastrously betrayed his own wife, 
a pro-simulant activist. Emotionally, 
then, he has a lot going on. The same is 
true for the film, packing huge themes 
into old-fashioned costume. The west is 
represented by hoo-rah Army grunts. 
Simulants take double duty as proxies of 
the Global South and angelic robo-naïfs. 

What any of this really has to do with 
artificial intelligence is a puzzle, though 
it does mean a film released by Disney 
now insists that only murderous brutes 
could question AI. A penny for the 
thoughts of striking Hollywood actors.

Edwards is a movie nut of a particular 
stripe, the kind who, if he weren’t a 
gifted director, might keenly invite you 
to check out his Blu-rays. And to say
The Creator calls to mind other block-
busters is not a jibe. The filmmaking
has heft enough for it to feel like a remix, 
not mimicry. 

But for all the razzle-dazzle, we’re 
probably meant to do more than
admire the view: to reflect on matters 
existential. Instead, what sticks in
your mind is how much our ideas of 
technology, war and even love are
now impossibly entwined with a
feedback loop of images from old mov-
ies. Whether AI or human, we are all 
being trained on the past.
In US and UK cinemas now

Subversion takes many forms. When 
Roald Dahl published his 1977 fiction 
The Wonderful Story of Henry Sugar, it 
was seen as a sly poke at his critics. They 
called him misanthropic; here was feel-
good warmth with just the faintest wink 
of sardonic irony. As played by Ralph 

Jagged little pill Fair Play comes trailed 
as that guiltiest of pleasures: the erotic 
thriller. The tag may have encouraged 
Netflix to spend $20mn buying it at this 
year’s Sundance Film Festival. Depend-
ing on how much it makes you smack 
your lips, you may emerge gravely dis-
appointed, or gratefully relieved. The 
reality is bracing, intelligent and largely 
free of the ripe excess the genre is 
famous for. (Sorry.)

But sex does act as a carnal Greek cho-
rus, underscoring the story from the 
first sequence of a New York wedding 
party. The bride and groom aren’t our 
concern. Keep your eyes instead on pic-
ture-perfect guests Emily and Luke 
(Phoebe Dynevor and Alden Ehrenre-
ich, both very good), another happy 
young couple, sneaking off for a scene-
stealing tryst.

Note too their commutes to work the 
next morning: made separately, part of 
a shared secret. Both lovebirds turn out 
to be financial analysts at the same lead-
ing hedge fund, where romance among 
colleagues is a de facto forbidden. If last 
week’s comedy Dumb Money made sport 
of funds like Citadel LLC, here we get a 
fictional insider view, defined by ambi-
ent hyper-stress. A portfolio manager 
publicly unravels behind the glass walls 
of their office. Outside, his colleagues 
are briefly tickled. Then they return to 
an HR tutorial on sexual harassment.

But debut director Chloe Domont isn’t 
particularly out to expose Wall Street 
chauvinism. Her aim, though precise, is 
wider than that. Indeed, while Dynevor 
is typically the only woman on screen, 
the plot turns on Emily finding herself 
up for promotion, while Luke is 
stranded down the hierarchy. 

The fallout is a car crash for them, 
grimly compelling for us, and not an 
aphrodisiac for anyone. Domont makes 
a plausible sell of hedge fund life, trust-
ing audiences to decode the jargon. But 
she nails with eerie precision the mark-
ers of status across all workplaces: the 
money, yes, but also that certain glow 
that comes with being inside the meet-
ing room that matters.

Of course, gender dynamics make it 
all more loaded still. If there are ragged 
edges to Domont’s first feature, the film 
is also impressively serrated. The lesson 
is plain: a power couple is only ever as 
strong as its weakest member.
In US and UK cinemas now and on 
Netflix from October 6

Ken Loach brings a fierce crackle to the table

From top: Ebla Mari in Ken Loach’s 
refugee drama ‘The Old Oak’; 
John David Washington in Gareth 
Edwards’ AI epic ‘The Creator’
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Left: Phoebe 
Dynevor in 
erotic thriller 
‘Fair Play’. 
Below, from left, 
Dev Patel, 
Ben Kingsley 
and Richard 
Ayoade in Wes 
Anderson’s ‘The 
Wonderful Story 
of Henry Sugar’

Fiennes, the old goat himself opens the 
excellent new adaptation by Wes 
Anderson, the first of four Dahl short 
stories the director is making at slimline 
length for Netflix. 

Deeply Andersonian this Dahl is too: a 
pipe-cleaner figure of strict routine. 
Also on brand for the director is the 
structure of the material: a nesting doll 
affair that begins as the tale of the rich 
English dilettante of the title (played by 
Benedict Cumberbatch); then hands 
over to a medic (Dev Patel) in old Cal-
cutta; and then an Indian showman 
(Ben Kingsley), miraculously able to see 
without using his eyes.

The mode is an exquisitely frantic 
bedtime story, the cast working at 1.5 
times the speed of normal speech. The 
visual design is a joy: austere yogic huts 
and chic London casinos each rendered 
with watchmaker care. Lovely too is the 
way the film plays with our suspension 
of disbelief, set-movers jumping in at 
the end of scenes. Where blockbusters 
spend millions on digital de-ageing, 
Kingsley swaps wigs on-camera.

The result would be getting on for 
flawless even without the ace up Ander-
son’s sleeve. Without wishing to spoil a 
surprise, the story hinges on the value of 
concentration; the need to focus with-
out distraction. As a message made to be 
delivered via Netflix, such wilful shrink-
ers of the attention span, well — subver-
sion is clearly not dead yet.
On Netflix now

’The Old Oak’ comes out 
in the UK the same week 
the home secretary 
sought to redefine the 
very word refugee
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FT BIG READ. AIRPORTS

A new chief executive and a boom in travel could resurrect the stalled third runway project. But rising 
costs at a time of increasing anxiety over the industry’s environmental impact stand in the way.

By Philip Georgiadis and Gill Plimmer

T he view from Heathrow
airport’s 87 metre-high
control tower stretches 
more than 20 miles, over-
looking the constant flow of 

aircraft taking off and landing.
For nearly two years during the pan-

demic, those skies were unusually quiet. 
But the travel industry has roared back 
to life, propelling the UK’s biggest air-
port towards its largest passenger num-
bers since 2019 and near its maximum 
capacity of 480,000 flights a year. 

While the boom in trade is welcome, it 
has also reignited one of the thorniest 
public policy debates in the UK: how 
best to expand the capacity of London’s 
five major international airports — or if 
it should be increased at all at a time of 
rising anxiety over climate change.

At the centre of that equation is Hea-
throw, which has dropped from the 
world’s second busiest airport at the 
turn of the century behind Atlanta’s 
Hartsfield-Jackson to eighth place, trail-
ing Istanbul and Dubai. 

It is a sobering demotion for Britain, 
the country that co-developed the 
supersonic Concorde jet, turned termi-
nals into attractive shopping destina-
tions and led a drive towards cheap 
package holidays and budget flights.

What happens next for Heathrow will 
fall to its incoming chief executive, Tho-
mas Woldbye, from Copenhagen air-
port, who must decide how best to pro-
ceed with government-approved plans 
for a third runway. 

The decades-long discussion 
appeared to be resolved when the UK 
parliament approved the major expan-
sion in 2018 and for other airports serv-
ing the capital, such as Gatwick and 
Stansted, to upgrade existing airfields. 
But just as Heathrow was poised to 
apply for planning permission, the out-
break of Covid-19 plunged commercial 
aviation into a fight for survival. 

Now there are new calculations to be 
made, not least how to pay for the new 
runway and surrounding infrastructure 
at a time when inflation has pushed up 
financing and construction costs. 

For Sir Howard Davies, chair of the 
commission that guided the Conserva-
tive government’s airport policymaking 
before the pandemic, the final decision 
from Heathrow’s shareholders on 
whether to expand the airport repre-
sents a wider judgment on the future 
prospects of the UK and its capital city.

“Until recently, no one has lost money 
by betting on London. It has been the big 
growth city in Europe, and it was right 
up until Brexit. Is it now?” he asks.

But many in the wider business
community believe it is crucial for the 
third runway to go ahead if Britain is to 
compete with the rest of the world. 
“Expansion at Heathrow airport is 
vitally important for the UK economy 
and remains a priority for businesses,” 
says Alex Veitch, head of policy and 
insight at the British Chambers of
Commerce.

Gateway to the world

The first passenger flight took off from 
Heathrow in 1946, then called London 
airport, destined for Buenos Aires. 

The event heralded a period of rocket-
ing growth in civil aviation, with Britain 
at the forefront. But as demand grew, so 
did the need for more capacity. 

Plans to allow Heathrow to expand 
and keep up with other big airports 
began in earnest 20 years ago, but were 
almost immediately beset by political 
opposition, not least from voters living 
underneath its flight paths.

By 2019, the airport laid out its plan 
for one of the most expensive private 
sector infrastructure projects in the UK, 
with an estimated cost of £14bn. As well 
as a 3.5km runway and taxiways on land 
to the north-west of the airport’s current 
boundary, the work would involve 
diverting the nearby M25 motorway 
into a tunnel to make room for the 
expansion. In the process, 750 homes, a 
primary school and an energy plant 
would be demolished.

The upgrade, however, would help the 
airport meet demands for flying, pro-
jected to rise in the UK by 52 per cent by 
2050, according to recent forecasts.

John Holland-Kaye, Heathrow’s out-
going chief executive, insists that the 
airport needs to expand, arguing that 
the pandemic was a blip in the longer-
term trend of ever-growing demand for 
travel: “When it comes to Heathrow, it is 
a need for hub capacity. What we do is so 
different to what Gatwick, Stansted, 
Luton and the other airports do. 
It . . . connects all UK regions to [the 
world].”

Business leaders are almost unani-
mous in calling for a bigger “hub” air-
port, which connects short and long-
haul flights, enabling passengers to 
transfer to flights to other airports 
worldwide. Their support comes 
despite the drop-off in corporate travel 
and the rise of videoconferencing. Hea-
throw, one of the UK’s most important 
ports, handled £203bn of cargo last 

The UK government and the aviation 
industry have nevertheless both argued 
that growth in flying is compatible with 
climate targets, and are betting on 
breakthrough technologies such as new 
fuels or propulsion methods emerging 
at commercial scale. 

Tim Alderslade, chief executive of 
industry body Airlines UK, says UK avi-
ation has “broken the link between 
growing passenger numbers and carbon 
emissions”. But he adds that govern-
ment support is needed to increase sup-
ply and bring down the price of available 
“sustainable aviation fuels”. 

But most environmentalists, and 
some scientists, dispute this. Cutting fly-
ing, they say, is the only realistic way for 
the sector to decarbonise successfully. 
Tim Johnson, director of the Aviation 
Environment Federation, an NGO, says 
plans are banking on “the best possible 
outcomes”. “I don’t think that is the real-
ity,” he adds, saying progress is slow.

A significant setback came from the 
government’s own independent panel of 
advisers. In June, the Climate Change 
Committee recommended that no air-
port expansions should proceed until a 
UK-wide system was in place to assess 
and control the sector’s emissions.

London mayor Sadiq Khan, who has 
made reducing the capital’s air pollution 
a top priority, is also opposed to expan-
sion. “A third runway at Heathrow will 
have a damaging impact on air quality, 
noise and London’s ability to achieve net 
zero carbon,” his office says.

There are also questions on the need 
for a hub airport considering there are 
fewer of the business travellers who pre-
viously drove demand on many of the 
most lucrative routes. Three of Europe’s 
largest airline groups, British Airways 
owner IAG, Lufthansa and Air France-
KLM, all recently reported a drop in the 
rate of recovery in corporate travel, 
while bookings at US airlines have flat-
lined over the past year.

But Davies, the former Airports Com-
mission chair, says that the setbacks are 
not “going to change the calculation”. “If 
you wanted a significant increase in 
London airport capacity then Heathrow 
is [still] highly likely to be the best place 
to do it,” he adds.

A larger question may be whether 
expansion is politically palatable for the 
government or the opposition Labour 
party, which is leading the polls ahead of 
an expected election next year. The gov-
ernment still supports Heathrow’s 
expansion, provided it can be delivered 
within the country’s environmental 
obligations. Labour has said Heathrow’s 
plans fail four “tests” it has set the 
project, including on the environment 
and delivering benefits across the UK.

Some believe Heathrow’s plans
for expansion are in jeopardy. “The 
political space seems to be shrinking,” 
says   Johnson. “And at some point will 
be closed.”

The future of Heathrow expansion
To build or not to build

Heathrow’s future hinges on the arrival 
of its new boss Woldbye, whose CV 
includes managing an expansion in 
environmentally conscious Denmark.

The airport’s shareholders and board 
are yet to decide whether to push for-
ward with a third runway, although 
multiple people familiar with the mat-
ters say there is still broad support.

But even if the board is prepared to 
proceed there are new headwinds to 
face, including the airport’s debt-laden 
balance sheet and inflation, which has 
pushed up financing and construction 
costs. Heathrow executives do not know 
how much the project would now cost, 
the people say.

Heathrow is owned by a consortium 
of investors, led by the listed but family-
controlled Spanish construction com-
pany Ferrovial, and includes sovereign 
wealth funds from Singapore, Qatar and 
China. Ever since privatisation in 1987, 
the owners have been allowed to collect 

a return based on the regulatory value of 
their assets — encouraging them to con-
tinuously expand. This stable frame-
work has allowed Heathrow to fund 
itself almost entirely with debt.

Now the company has £16bn of bor-
rowings and despite the bounceback in 
passenger numbers, it posted a loss this 
year largely due to the rising cost of its 
inflation-linked loans.

Although Heathrow insists it can 
finance expansion through a combina-
tion of equity and debt, there are con-
cerns its leveraged structure would be 
unable to support a project as large as a 
third runway. That has prompted alarm 
in the airline industry that the project 
would be paid for by raising the charges 
levied on carriers and passengers.

Shai Weiss, the chief executive of Vir-
gin Atlantic, said in a speech last 
November that it would be difficult for 
airlines to support expansion at Heath-
row until the regulatory framework was 
reformed so that the airport was 
“focused on delivering a quality experi-
ence for passengers . . . rather than 
excessive dividends for shareholders”.

Willie Walsh, director-general of the 
airline lobby group Iata and a former 
British Airways boss, agrees, saying it 
“would be crazy” to trust Heathrow to 
manage the sizeable construction costs. 

While he does not dispute the benefits 
of expansion, he argues that any discus-
sions need to be preceded by “lower 
costs in the current set-up”.

The expansion project also brings 
additional costs in the form of the sur-
rounding infrastructure. Although Hea-
throw had said it would contribute 
£1bn, Transport for London has esti-
mated it will require £10bn to deliver 
public transport infrastructure, as well 
as the rerouting of the M25, to accom-
modate the 50 per cent increase in 
demand. Heathrow disputes the figure.

Chris Tarry, an aviation consultant at 
Ctaira consultancy, says that Heathrow 
would “absolutely” seek to recoup the 
investment spent on a new runway 
through landing fees charged to airlines, 
which are set by the aviation regulator 
but passed through to passengers.

London’s other big airports, mean-
while, have been quietly pushing on 
with their own expansion plans. Gat-
wick, denied a new second runway by 
the government’s support for Heathrow, 
this year launched a consultation on a 
smaller scheme to bring its standby run-
way into regular use.

A far more modest undertaking than 
at Heathrow, the estimated £2.2bn 
project would boost capacity at Lon-
don’s second busiest airport from about 
45mn passengers per year to 75mn. 

Stansted, Luton and City airports all 
have plans to grow passenger numbers 
without building new runways. Some 
industry analysts believe this taps into a 
shift towards airlines using smaller air-
craft on direct, medium-haul routes, 
such as to the Middle East. 

Ken O’Toole, deputy chief executive 
of Manchester Airports Group, which 
owns Stansted, says that encouraging 
airports to develop schemes that make 
best use of existing capacity is “the best 
deal for consumers, the economy and 
the environment”.

Some experts believe Heathrow has 
lost the momentum it had before the 
pandemic. Particularly “momentum of 
policy . . . and the ability to produce a 
business case which attracts invest-
ment,” says Alistair Watson, head of 
planning at law firm Taylor Wessing. 
“Right now, aviation planning and Hea-
throw have none of that.”

‘It will never happen’

For campaigners opposed to Heathrow 
expansion, the delays have given their 
cause renewed optimism. 

Robert Barnstone, co-ordinator of 
pressure group the No 3rd Runway Coa-
lition, is confident that the third runway 
will not happen. The argument “is 
weaker than it has been for the past dec-
ade”, he says. “Not just for the obvious 
environmental damage that adding 
260,000 more flights would generate, 
but in terms of the financeability and 
the economic case for the project.”

In the years since the expansion was 
agreed, the UK has beefed up its climate 
change commitments and in 2019 
passed a legally binding commitment to 
achieve net zero by 2050.

year, more than all the country’s other 
airports combined.

Martin McTague, national chair of the 
Federation of Small Businesses, says 
increased airport capacity would be “a 
driver for economic growth, providing 
new jobs, linking UK businesses to new 
markets, bolstering international tour-
ism, and developing both national and 
regional connectivity”.

Yet Heathrow is a laggard compared 
with other countries, which have 
expanded their airport capacity more 
rapidly and more cheaply than in the 
UK, says Sam Dumitriu, head of policy 
at Britain Remade, a campaign group 
that pushes for infrastructure improve-
ments. The organisation was set up by a 
former adviser to Boris Johnson on 
energy and the environment.

Turkey, for example, opened the first 
phase of its new Istanbul international 
airport four years ago at a cost of about 
$11bn. It is now the busiest in Europe, 
with five runways capable of serving 
90mn passengers a year.

“In almost every type of infrastruc-
ture, from airports and railways to 
nuclear power and road tunnels, the UK 
pays over the odds compared to other 
developed nations,” says Dumitriu, who 
blames outdated planning policies and 
ministerial indecision for legal chal-
lenges and delays.

Britain is not the only country to have 
struggled with airport expansion. 
Paris’s Charles de Gaulle airport has to 
rethink plans for a fourth terminal after 
new environmental regulations and the 
effects of Covid-19 made it unfeasible, 
Dumitriu concedes. Similarly, Amster-
dam’s Schiphol airport, a beneficiary of 
the delays in expanding Heathrow, is 
being forced to cut flights by the Dutch 
government on environmental grounds.

In Berlin, the new Brandenburg air-
port opened in 2020, 10 years late and 
three times over budget at €7bn.

Alexander Jan, former chief econo-
mist at engineering group Arup, says 
that other countries are “stealing a 
march” on Britain: “They might be tak-
ing the carbon but they are also getting 
the jobs, prosperity and growth.”

Heathrow 
airport’s plans 
to expand its 
capacity have 
faced criticism 
from climate 
campaigners. 
But many in the 
business world 
say it is vitally 
important for 
the UK economy
FT montage/Getty Images/PA

‘In almost every type of 
infrastructure, the UK 
pays over the odds 
compared to other 
developed nations’

London’s 
airports

Heathrow
Passenger 
numbers, 2022: 
61.6mn
Won government 
backing for a third 
full-length runway 
in 2018, allowing it 
to increase capacity 
by 260,000 flights a 
year

Gatwick
Passenger 
numbers, 2022: 
32.8mn
Applied for 
planning permission 
in July to increase 
capacity by 60 per 
cent, allowing it to 
handle up to 75mn 
passengers a year 
by the late 2030s

Stansted
Passenger 
numbers, 2022: 
23.3mn
In 2021, the airport 
was granted 
permission to 
increase the size 
of its terminal so it 
would be possible 
to serve 43mn 
passengers at 
peak capacity 
without the need 
for an additional 
runway

Luton
Passenger 
numbers, 2022: 
13.3mn
Submitted an 
application this year 
for plans to increase 
capacity to 32mn 
passengers by 
building a second 
terminal

London City
Passenger 
numbers, 2022: 
3mn
In July, Newham 
council rejected 
plans to boost 
capacity to 9mn 
passengers by 2031, 
citing noise 
pollution and other 
environmental fears

Heathrow is responsible for about half
of London’s air traffic
Scheduled departures (’000)

Source: Cirium (aviation analytics company)
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What became of the cash 
squirrelled away in Covid?

drying up. Economists at the Federal 
Reserve Board have predicted that as 
of the third quarter of this year 
(ie now) America’s excess household 
savings will have been spent. Analysis 
by Chris Wheat of JPMorgan Chase 
suggests that before the pandemic 
people tended to hold the cash equiva-
lent of two to three weeks’ worth of 
spending in their bank accounts, with 
poorer households holding a bit less 
and richer ones holding a bit more. At 
the peak, that rose to about four 
weeks. But now, behaviour has mostly 
returned to how it was before. 

The experience in the eurozone has 
been quite different. With the notable 
exception of Italy, households have 
tended to hold back. The eurozone 
savings rate has not crashed, but 
returned to roughly pre-pandemic 
levels. (In Britain higher pension con-
tributions mean it is still elevated.) 

Why has the response either side of 
the Atlantic been so different? On Sep-
tember 21, members of Britain’s Mon-
etary Policy Committee suggested 
higher consumer confidence in Amer-
ica could have contributed. Eyeballing 
OECD indicators, Britons seem to have 
been gloomier than Americans since 
the start of 2022. But despite a war on 
their doorstep, euro users do not.

The difference could be down to the 
nature of the government support 
during the pandemic. European 
support focused more on keeping 
people in their jobs. The US stimulus 
cheques were relatively untargeted 
and progressive, so more likely to be 
spent. But while striking, the role of 
those cash handouts shouldn’t be 
overstated. Given survey evidence 
that about a third of people saved 
them, they can only account for 
around a tenth of the excess.

As time passes it looks decreasingly 
likely Britain and the euro area will 
mimic American behaviour. A bulle-
tin by economists at the ECB finds that 
whereas US households kept excess 
savings built up in cash deposits, those 
in the eurozone did not. Instead, sav-
ings in less liquid forms rose above 
their pre-pandemic trend. That has 
major implications for the chances of 
the cash being spent. Whereas people 
tend to consume about half of a boost 
to their liquid assets, it is closer to 5 per 
cent from the illiquid sort.

Economists at Goldman Sachs have 
reasoned that accumulated savings 
are only a very few per cent of house-
hold financial net worth, and are 
increasingly being managed like other 
assets. It also seems unlikely that 
there is much pent-up demand yet 
to be unleashed. If the grandparents 
wanted to go on a cruise, they proba-
bly would have gone by now. Perhaps 
the stash might be used to cushion 
spending in case a recession strikes. 
But the risk of a surge is ebbing.

soumaya.keynes@ft.com

C entral bankers have 
spent the past few years 
struggling with unknowns. 
Would the price of stuff fall 
as it became less of a night-

mare to source it? Could companies 
slow their hiring without going on a 
firing binge? And would the hoards of 
cash amassed during the pandemic 
be spent? Now, as the Federal Reserve, 
Bank of England and ECB seem likely 
to pause their interest-rate rises, that 
third source of uncertainty is fading. 
Broadly speaking, while in America 
households chose to spend down their 
piles of extra money, in Britain and the 
eurozone they held back.

It is not unusual for people to add to 
rainy-day funds during recessions. 
But the surge in savings during the 
pandemic was extraordinary. At the 
peak during the first quarter of 2020, 
households in the eurozone, Britain 

and America were hoarding a quarter 
of their disposable income. This went 
far beyond normal precautions, or 
even the desire to shift spending from 
today to tomorrow. They were saving 
because lockdowns stopped them 
from doing much else. 

As life returned to normal, central 
bankers watched warily. Post-pan-
demic conditions were complicated 
enough; a rush of spending would 
buoy prices and make fighting 
inflation harder. Historical experience 
suggested they should watch out. 
During the second world war, Ameri-
can rationing contributed to an enor-
mous rise in savings. A working paper 
by Gillian Brunet of Smith College and 
Sandile Hlatshwayo of the Council of 
Economic Advisers found that places 
with the biggest increases went on to 
see a higher share of people splurging 
on modern bathrooms, electric fridges 
and motor cars.

After adjusting for inflation, 2022 
saw real incomes in America fall. But 
at the same time real spending 
increased. The savings rate plunged to 
below its pre-pandemic level. People 
were trying to maintain their living 
standards — fair enough. But the Fed 
did not thank them.

Betting against the American 
consumer is bold. Yet there are signs 
that the source of their spree may be 

Betting against the 
American consumer is 
bold. Yet there are signs 

their spree may be ending

Ann Kiernan
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Scaling back 
manufacturing 
bases in the 
country often 
involves higher 
production 
costs and 
a loss of 
competitiveness

For business, breaking up with China is hard to do

Companies need more 
clarity over direction of 
western policy on Beijing

The news this week that a senior 
Nomura banker, Charles Wang 
Zhonghe, has been barred from leaving 
mainland China has sent ripples 
through foreign companies and inves-
tors in the country. The circumstances 
behind the ban remain murky, though it 
may be connected to a long-running 
probe into China’s top tech sector deal-
maker Bao Fan, who disappeared in 
February. But it is a reminder of just how 
unpredictable the environment has 
become for overseas businesses. 

The ban follows mounting scrutiny of 
foreign firms in China, including raids in 
May on the US consultancies Capvision, 
Bain & Company and Mintz, which were 
accused of ignoring national security 
risks and passing on sensitive informa-
tion abroad.

The increasing uncertainties of oper-
ating in China only add to pressures on 
businesses from their own governments 
to “de-risk” their ties amid escalating 
geopolitical tensions, and to reduce vul-
nerabilities exposed by the pandemic. 
Many are opting to relocate operations 
overseas, or hive off Chinese operations 
into standalone units.

Yet de-risking is proving hard to do, 
especially for manufacturers. There are 
few easy overseas substitutes for China. 
Multinationals rely on networks of Chi-
na-based suppliers which can often pro-
duce inputs at lower prices than any-
where else in the world. Scaling back 
manufacturing bases in China often 
involves higher production costs and a 
loss of competitiveness.

One option is hedging bets via a 
“China plus one” strategy: maintaining 
Chinese plants but directing new invest-
ments to India or south-east Asian 
countries such as Vietnam. Apple, 
building its latest iPhone 15 in India as 
well as China, is a leading example. Yet 

Apple’s efforts to diversify manufactur-
ing to India has hit snags, including 
quality control and efficiency issues.

A growing recent trend — driven as 
much by China’s own behaviour 
towards foreign businesses as western 
government pressure — is “China for 
China” strategies, or reconfiguring Chi-
nese operations to serve only the vast 
domestic market. This potentially insu-
lates international groups against Chi-
nese regulatory actions. Localising sup-
ply chains can also reduce dependence 
on raw materials from outside China 
which might be disrupted by US sanc-
tions. But for manufacturers, creating 
separate supply chains for Chinese and 
non-Chinese businesses is costly.

Service companies, especially those 
that utilise data in areas such as finance, 
consulting, or IT, may have little choice 
but to move towards “China for China” 
strategies. Their life became more diffi-
cult after Beijing this summer put into 
effect an expanded anti-espionage law 
that restricts international sharing of 

data deemed sensitive. Sequoia Capital, 
the venture firm, said in June it would 
split its China business into a separate 
entity, citing US-China tensions, fol-
lowed this week by its counterpart GGV 
Capital. IBM’s former IT services unit 
Kyndryl also plans to split off its China 
business.

The danger, however, is that hived-off 
Chinese units become detached from 
group oversight — and more vulnerable 
to official influence or being sucked into 
opaque Chinese ways of doing business. 

Foreign businesses have few straight-
forward options, then, to reduce expo-
sure to China. So while Beijing should be 
wary of pushing out companies that 
have brought vital investment and kno-
whow, US and European governments 
should recognise that their own rapidly 
shifting stances are causing real stress to 
businesses. Boards need more clarity on 
the future direction of China policy so 
they can plan for the long term. “De-
risking” may be unavoidable, but it will 
not be quick or easy.

Britain should heed China’s 
English language lessons
In “China’s English language classes 
incorporate Xi’s ideas to promote 
socialist values” (Report, September 
25) you critique China’s latest efforts to 
mould its English teaching around its 
“national consciousness”, and counter 
what the textbooks’ authors call the 
“problematic trend for previous 
textbooks to focus exclusively on 
English culture”.

One western scholar is quoted as 
saying, “Learning English is now a tool 
for China to spread its values and 
viewpoints throughout the world 
rather than learning from the world.”

Rather than reflecting on how the 
English language was used to do 
precisely that over the past two 
centuries, we need instead to look 
forward. In the recent Integrated 
Review Refresh, which updates the UK 
government’s security, defence, 
development and foreign policy 
priorities since its “Integrated Review” 
of 2021, China was identified as the 
UK’s greatest systemic challenge. Yet 
according to the university application 
service UCAS last year, there were only 
321 graduates of Chinese Studies in the 
whole of the UK. 

Meanwhile, the British Council 
estimates there are 400mn students of 
English in China. The FT reported back 
in 2018 that Shakespeare was then 
compulsory for middle school students 
in Year 9 (Life & Arts, FT Weekend, 
October 6 2018). 

So which society is preparing itself 
better for the future? It is obvious that 
in Britain we need drastically to 
increase the teaching of Chinese 
language and culture in schools and 
universities. Rather than scornfully 
dismissing China’s efforts to 
internationalise, we should focus on 
getting our own house in order, 
acknowledge that we are decades 
behind in acquiring these critical skills 
and prepare, with the utmost urgency, 
for the challenges ahead. 
Tim Clissold
Yarm, North Yorkshire, UK

A far-fetched analysis of 
the NatWest Farage story
Daniel Godfrey (Letters, September 
22) suggests that Coutts had grounds to 
close Nigel Farage’s account because of 
his “multiple, documented racist 
remarks — comments that would have 
been likely to make many clients and 
employees of NatWest feel unsafe”. 

However, in the one example he cites 
(from 2014, suggesting a lengthy trawl 
through his subject’s public utterings) 
Farage is merely stating his view that
 — unlike when such legislation was 
introduced 40 years ago — there was 
no longer any need for statutory 
prohibitions against racial 
discrimination. 

Whether this is true or not (and my 
own view is that, sadly, it isn’t), it 
strikes me as a perfectly respectable 
political opinion and one that is 
probably held by lots of people who are 
persuaded by numerous surveys 
indicating Britain to be one of the best 
racially integrated countries in Europe.

As for Farage’s remark making 
NatWest employees and clients (and 
the usually remarkably robust Nadhim 
Zahawi) feel unsafe, this seems both 
far-fetched and entirely at odds with 
NatWest’s original suggestion that his 
account merely be shunted from their 
upmarket subsidiary to the parent 
company.
Charles Mercey
Tellisford, Somerset, UK

Drill down for the real cost 
of the UK oilfield approval
In approving the Rosebank oilfield 
(Report, September 28) one hopes that 
the UK government’s cost benefit 
calculations include not only the 
carbon costs of the field’s production 
but also the climate costs of oil and gas 
when it gets burnt by its eventual 
clients. But even if one considers only 
direct economic costs and benefits, do 
the sums still stack up? The windfall 
tax investment exemption for North 
Sea oil and gas operators means that 
taxpayers will receive little if any tax 
here. The decommissioning costs are 
also invariably borne by the taxpayer 
in a way that does not reflect the 
important “polluter pays” principle.
Professor Chris Hilson
Director, Reading Centre for Climate and 
Justice, University of Reading, UK

Simple idea to forestall a 
US government shutdown
Moderate Democrats and Republican s, 
as a group, hold a vast majority of the 
votes in Congress (“Lawmakers warn 
US heading for shutdown”, Report, 
September 25). 

Why can they not join one another in 
passing legislation, including whatever 
is necessary to avoid a shutdown (while 
continuing with Kevin McCarthy as 
Speaker, if that is the price to be paid)?
Robert Birnbaum
Weston, MA, US

Economies suffer under 
newfangled tariff models
In “Global trade models can mislead 
us” (Opinion, September 25) Rana 
Foroohar writes that “the assumptions 
we make matter when we think about 
trade” and notes how some groups are 
“experimenting with tweaking 
conventional trade assumptions”. 

Foroohar is absolutely correct that 
assumptions matter. She’s incorrect 
that newfangled methods producing 
bewilderingly positive economic 
growth from higher import tariffs are 
an improvement upon conventional 
analysis. 

Take, for example, the cited 
modelling that finds a tariff 
arrangement of 35 per cent on 
manufactured goods and 15 per cent on 
non-manufactured goods would boost 
real household incomes by 17.6 per 
cent. The “tariff productivity 
elasticities” used to produce such 
impressive growth come from an 
analysis of the 2018-19 tariffs 
conducted by the US International 
Trade Commission. The USITC analysis 
indeed finds that steel and aluminium 
tariffs boosted the value of domestic 
production of steel and aluminium — 
by an average of $1.5bn and $1.3bn per 
year. 

But the USITC report also finds that 
domestic production fell by an average 
of $3.4bn per year across 33 
downstream industries that intensively 
use steel and aluminium. While 
Foroohar correctly points out that the 
experimental assumptions she cites 
ignore the potential for retaliation, she 
fails to let readers know they also 
ignore those downstream effects. 

Foroohar says one of the most 
important lessons from the 2008 global 
financial crisis was that financial 
models don’t always work. One of
the most important lessons from the 
2018-19 tariffs is that, likewise, tariffs 
don’t work either. However, the 
conclusion is not simply that “tariffs 
are bad”. Across multiple empirical 
studies, the findings indicate tariffs 
provide concentrated, short-term 
benefits for certain industries at the 
expense of other domestic industries 
and consumers, which in turn is worse 
for the economy as a whole. 
Erica York
Senior Economist and Research Manager, 
Tax Foundation, Washington, DC, US 

Making a bad impression

I hesitated to read the article on Monet, 
the French Impressionist painter (The 
Weekend Essay, Life & Arts, September 
16) after I noticed that the author 
states that the path along the Seine 
loops downstream from the estuary to 
Paris. In fact it goes “upstream” 
following the Seine, which flows 
downstream to the sea from its origin 
upstream from Paris, irrespective of its 
geographical orientation.
R Victor Bernstein
New York, NY, US

“concrete” and “tangible” to describe 
terms such as “bond”, “equity” and 
“Europe” in fund names.

Use of the word “concrete” has 
become rather à la mode, creeping into 
English regulation to qualify policy 
instruments, outcomes and proposals 
in the EU and the US. 

This curiosity arguably derives from 
the French adjective concret: “of thick 
consistence, implying palpability, or 
indeed tangibility, or perhaps 
practicality”. For presumably the 

object of draft legislation, once 
applicable, is that it will indeed be 
practical. Mostly, however, “concrete” 
would have little reference to the 
product obtained by mixing cement, 
sand and water: le béton, as the French 
call concrete. Hence, “tangible” would 
seem the more apt usage in both FT 
articles — as far as modern-day bonds 
or equities can be so qualified.

As for “concrete”, policy experts, 
lawyers and consultants should 
nevertheless be wary of loosely coining 

the word, especially during work on 
the EU’s Sustainable Finance 
Disclosure Regulation.

When it comes to investment, the 
overall object of appropriate names or 
labels for funds is to ensure that those 
names and their underlying 
documentation use consistent 
vocabulary, and in doing so prevent 
investors being misled — and of course 
prevent le greenwashing.
Philip Morris
Saint-Cloud, France

Some realpolitik is what 
the conflict needs now 
Not being an appeaser of Vladimir 
Putin, the bully in Moscow, dare I 
suggest what’s needed in Ukraine is a 
bit of common sense, humanity and — 
yes — realpolitik (“What the world 
should expect from a second Trump 
term”, Opinion, September 27).

First, the common sense. It has got
to be a delusion that Ukraine can win 
this war while Putin is in power. Nor 
does Ukraine gain much by 
recapturing the devastated occupied 
eastern part of the country, which has 
virtually no Ukrainian population left 
— like other Ukrainians they have fled 
to neighbouring European countries.

As for Crimea, which apparently was 
part of Russia until Nikita Khrushchev 
signed it over to Ukraine in 1954, what 
realistic chance is there that Russia, 
with or without Putin, will ever hand it 
back to Ukraine?

Second, we need some humanity. As 
this war carries on and more brave 
young Ukrainians join the front line, 
they are sacrificing themselves in ever 
increasing numbers. To continue to 
encourage them to fight what looks to 
some in the west as a proxy war fought 
by Ukraine on the west’s behalf while 
the west supplies weapons and 
ammunition could be seen as a moral 
dilemma for the Ukraine leadership, if 
not downright cruel.

Third, there is a need for some 
realpolitik. As desirable as it may seem 
to see Putin defeated, analysts in my 
business community fear a dangerous 
vacuum once Putin is gone with 
similarly destabilising effects as 
happens when dictators are toppled.

So waiting for Donald Trump to end 
the war as he has promised is not the 
best option either. Getting diplomacy 
working via Turkey, the Brics countries 
and the UN could give some kind of 
settlement a chance. In my opinion, a 
bit of realpolitik is called for. Russia 
would have to accept that Ukraine 
would join Nato or get a clear 
guarantee against future aggression 
and a road map to join the EU. The 
occupied eastern territories could see a 
UN peacekeeping force installed, while 
the return of Crimea to Russia would 
be the face saver for Putin.
Robert (Bob) Bischof
Former Chairman, German British Forum
Knutsford, Cheshire, UK

Let’s use Russia’s assets to 
buy off Russian troops
Gillian Tett’s “Dilemma over sending 
Russian assets to Kyiv” (Opinion, 
September 22) makes me wonder 
whether the west could use frozen 
Russian assets to pay Russian troops to 
lay down their weapons, stop fighting 
and go home — or elsewhere. A buyout 
might prove to be a more cost-effective 
path to peace than a protracted war 
with untold casualties on both sides. 
RW Schell
Kent, CT, US

Apt adjectives or adjectival nouns are 
key to describing and helping investors 
grasp the subtleties of financial 
products and their documentation, 
some of which can be taxing to read, let 
alone understand.

When describing the terms used to 
name or label funds, Brooke Masters 
and Stefania Palma, in two stories —
“SEC to crack down on misleading US 
fund names despite industry backlash”, 
Report, September 21 and Report, 
September 20 — use the words 

In an age of greenwashing, appropriate fund names matter 
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Western funds have hitherto shied away 
from investing in emerging market cli-
mate projects on any scale because of 
concerns about political and foreign 
exchange risks. The projects also tend to 
be so small-scale and opaque that they 
are difficult to price or trade.

However, the chief executives’ com-
mittee is mulling over solutions to these 
problems. One idea would be to attempt 
to de-risk projects by using MDB or phil-
anthropic funds to absorb the first wave 
of losses in projects; experiments are 
already emerging in this direction. 

A second would seek to securitise 
development loans — again, to spread 
risks. A third would entail the World 
Bank running carbon markets, to put 
them on a more credible and transpar-
ent footing; this could channel funds 
from the developed country companies 
and investors (which typically buy car-
bon credits) into poorer regions (which 
supply them). 

A fourth proposal is for the Bank to 
use its political muscle to force develop-
ing countries to create more regulatory 
certainty for investors. A fifth is for 

also modest, given that the group called 
for some $500bn of new development 
finance each year until 2030, $260bn of 
it channelled through multilateral 
development banks (of which the World 
Bank is the largest.) 

Hence the importance of that 15-
strong CEO committee: the only way 
that Banga has any hope of mobilising 
the funds he needs is to persuade west-
ern asset managers to divert some of 
their investments into backing the 
Bank’s goals. The existing pot of philan-
thropic capital, public money and mul-
tilateral development bank loans can-
not plug the gap. Or as Banga says: “[Our 
capital] is like a pimple on a dimple on 
an ant’s left cheek, compared to what we 
need in the world”.

Can this happen? It is still unclear. 

W hen the UN held its
general assembly last 
week, the attention of 
the media — and the 
protesters — was mostly 

focused on the politicians. But in its 
shadow, another event was taking place 
which investors would do well to note: a 
recently formed “private sector invest-
ment lab” for the World Bank held its 
inaugural meeting to discuss how to
turbocharge the Bank’s operations.

This 15-strong body — which features 
chief executive officers such as Axa’s 
Thomas Buberl, BlackRock’s Larry Fink 
and Ping An’s Jessica Tan — did not issue 
any public report; nor did its co-chairs, 
Mark Carney, the former central 
banker, and Shriti Vadera, chair of
Prudential.

However, I am told that these chief 
executives are brainstorming a swath of 
proposals for the Bank. And what they 
decide to do could be critical in deter-
mining whether the institution can 
make itself more relevant and credible 
under its new president, Ajay Banga.

After all, Banga (himself the former 
CEO of Mastercard) was appointed with 
an implicit mandate for reform after
his predecessor, David Malpass, was 

pushed out for his caution on climate 
finance.

Banga is already trying to deliver. This 
week he told New York’s Council on
Foreign Relations that he will ask the 
Bank’s shareholders to change its offi-
cial mission statement when they meet 
in Marrakech next month for its annual 
meeting. Most notably, he wants to 
widen the Bank’s current mandate, 
which is based around “poverty allevia-
tion” and “shared prosperity”, to tackle 
wider problems such as climate, food 
insecurity and pandemics. “The twin 
goals have to change to being the elim-
ination of poverty, but on a liveable 
planet,” he explained.

Banga also revealed that he hopes to 
raise the Bank’s new lending capacity by 
$100bn-$125bn over the next decade 
(compared to its total new commit-
ments, including loans, grants and guar-
antees of $145bn in 2023) That target is 
achievable partly because countries 
such as the US, Germany and Japan are 
extending more funds via the so-called 
“capital adequacy” framework. How-
ever, Banga says he also intends to 
“stretch my balance sheet” with “all
the financial engineering I can do” — 
even while maintaining the Bank’s AAA 
rating.

That sounds impressive. But there is a 
catch: even if that $100bn of new lend-
ing materialises, the pot is tiny given 
that additional spending of some $3tn 
per year is needed by 2030 to fight
climate change and poverty, according 
to a recent Independent Expert Group 
report commissioned for the G20. It is 

Stretching the 
World Bank’s 
balance sheet 

The new president will 
have to persuade western 
asset managers to divert 

some of their investments

S ometimes moral clarity 
strikes like lightning. One 
such bolt hit this month in 
South Africa when Wole 
Soyinka, Nigeria’s grand man 

of letters and Nobel laureate, was asked 
by students at Stellenbosch university 
for his views on the Ukraine war. Offi-
cially South Africa has sought to main-
tain a neutral stance on the war, but 
some members of the African National 
Congress, including many of its younger 
cadres, have openly sided with Russia.

Last year, a delegation from the ANC 
Youth League declared sham referen-
dums in four eastern and southern 
Ukrainian provinces a “beautiful, won-
derful process”, a nonsense that their 
elders in the ruling party did not see fit 
to correct. The South African Commu-

nist party which, along with the Con-
gress of South African Trade Unions, 
has been in a tripartite alliance with the 
ANC since 1990, routinely refers to Rus-
sia’s invasion of Ukraine as a “Nato-pro-
voked war”. 

In February this year, as if to mark the 
anniversary of Moscow’s act of aggres-
sion, South Africa conducted joint naval 
exercises with both Russia and China off 
its coast.

And Julius Malema, leader of the far-
left Economic Freedom Fighters and
a plausible future vice-president of 
South Africa if the ANC needs a coalition 
partner, equates an anti-western pos-
ture with loyalty to Russia. “We are 
Putin and Putin is us,” he told a rally
this year. 

Soyinka condemned such shallow 
thinking. “The Russia of today is not the 
Russia that sided with African libera-
tion,” the 89-year-old said. “Ukraine is a 
sovereign state populated by human 
beings. Russia is the aggressor. Why are 
we pretending? What is this sense of 
obligation?”

Soyinka has earned his moral spurs. 
In the late-1960s, he spent two years rot-

South Africa is real. Moscow helped 
finance and train the ANC in exile when 
most of the world was happy to do busi-
ness with white supremacists. Several 
ANC leaders, such as Walter Sisulu and 
Chris Hani, were members of the SACP. 
So too were many of the whites who 
dared stick their necks out against 
apartheid. 

Jonny Steinberg in a new book on
the Mandelas recounts a scene in 1961 
when a Zulu-speaking cleaner found 
Nelson Mandela, then on the run,
sharing a room with Wolfie Kodesh, a 
white Jewish man. It was what Steinberg 
calls the “strangest scene” for its time
— “a black and a white man alone 
together in a single room, the relation 
between them one of evident equality”. 
Kodesh, almost inevitably, was a com-
munist. 

Of course, allegiance to the Soviet 
Union required a feat of doublethink. 
Millions had been murdered in Stalin’s 
gulags and Moscow had sent tanks on to 
Hungary’s streets. If the idea of commu-
nism somehow represented freedom 
and equality, it was certainly not being 
practised in the Soviet Union. 

ting in solitary confinement after seek-
ing to mediate in the Biafran war. In 
prison, he scribbled notes on toilet 
paper, forming a prison diary later pub-
lished as The Man Died. But Soyinka did 
not die. He has spent a lifetime calling 
out injustice as he sees it, wherever he 
finds it. 

Certainly, some African students were 
subjected to racism in Ukraine as they 
fled in those first panicked days of the 

invasion. (Racism against black Afri-
cans is hardly an unknown phenome-
non in Russia either.) Certainly too, the 
west can be accused of hypocrisy over 
its disastrous invasions of Iraq and 
Libya. But to cheer on Russian aggres-
sion on the basis of someone else’s folly 
is moral bankruptcy. 

Nostalgia for the Soviet Union in 

Condemning Moscow over 
the Ukraine invasion does 
not mean an unthinking 

adherence to the west

E ven though it was written
37 years ago, Melvin Kranz-
berg’s first law of technology 
resonates today in our fast-
evolving world of artificial 

intelligence. “Technology is neither 
good nor bad, nor is it neutral,” Kranz-
berg wrote.

As the historian explained, whether a 
technology is considered good or bad 
mostly depends on context and time. 
The same invention can produce differ-
ent results in different contexts and 
these can change as circumstances 
evolve. 

So, for example, the use of the pesti-
cide DDT was initially welcomed as a 
means of killing malaria-bearing mos-
quitoes and boosting agricultural pro-
ductivity. But after the environmental-

ist Rachel Carson exposed how DDT 
wrought ecological damage and poi-
soned people, it was banned in many 
countries. Even then, India continued to 
use DDT for disease prevention, helping 
to cut the annual death toll from 
malaria from 750,000 to 1,500.

Two recent, and radically different, 
use cases of AI highlight the duality of 
our latest general purpose technology as 
well as the difficulties of separating the 
good from the bad.

First, the good. Since 1971, volunteers 
working for Project Gutenberg have 
built a valuable public resource: a vast 
library of free and accessible digital 
books. The project now makes available 
more than 60,000 non-copyright books 
as part of its mission to break down the 
“bars of ignorance and illiteracy.” For 
years, the project has been keen to turn 
those ebooks into audiobooks to benefit 
people with impaired vision but the 
costs have been prohibitive. Now, 
thanks to AI, it has generated 5,000 
audiobooks at incredible speed and 
minimal cost and is releasing them on 
Spotify, Google and Apple.

This audio project, led by pro bono 

dangers of voice cloning are obvious and 
the research team is rightly wary about 
releasing the technology. “A lot of people 
in Al like to say that it’s all roses. But 
realistically, machine learning is a very, 
very powerful tool that can be wielded 
for good and evil,” says Hamilton.

An example of how AI technology
has been used for evil occurred this 
month in the Spanish town of Almend-
ralejo, where a group of boys shocked 
the community by circulating AI-gener-
ated nude images of 28 local girls on 
WhatsApp and Telegram. Pictures of 
the girls were copied from their social 
media accounts and then manipulated 
using a generative AI app. Amid a 
national political furore, a prosecutor is 
now examining whether any crime has 
been committed.

Gema Lorenzo, a mother of a 16-year-
old son and a 12-year-old daughter, said 
all parents were concerned. “You’re 
worried about two things: if you have
a son you worry he might have done 
something like this; and if you have
a daughter, you’re even more worried, 
because it’s an act of violence,” she told 
the BBC.

researchers at the Massachusetts Insti-
tute of Technology and Microsoft, used 
the latest neural text-to-speech tech-
nology to mimic the quality and tone of 
human voices and create 35,000 hours 
of audiobook recordings in just over two 
hours. “It’s a little more robotic than 
your normal human. But our goal was
to get them out fast in the least offensive 
manner,” Mark Hamilton, an MIT 

researcher and co-lead of the project, 
tells me.

The researchers have demonstrated 
an even more astonishing application 
that enables audiobooks to be read in 
anyone’s voice using just five seconds of 
sample audio. Parents might one day 
use that app to “read” night-time books 
to their children even when they are 
away from home. But the potential

Tech groups are building 
accessible and usable 

models at extraordinary 
speed and scale 
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Non-European 
companies need 
not fear carbon 

border tax

A nother summer of cata-
strophic fires and floods has 
provided further grim evi-
dence of the worsening cli-
mate collapse our world is 

facing. Policymakers around the globe 
know that combating this phenomenon 
requires hard choices. Yet the biggest risk 
we face is that of doing too little, too late.

The EU has long been at the forefront 
of global efforts to fight climate change. 
In particular, we have been pioneers 
when it comes to carbon pricing: the EU 
Emissions Trading System (ETS) has 
been operating for close to two decades. 
This Sunday, we will begin to implement 
another groundbreaking measure that 
will over time extend the same pricing 
principles to all carbon-intensive prod-
ucts sold on the EU market, wherever in 
the world they originate. 

The new carbon border adjustment 
mechanism (CBAM) has two goals: to 
encourage industry worldwide to 
embrace greener technologies; and to 
prevent so-called carbon leakage, or the 
relocation of production outside our 
borders to countries with lower envi-
ronmental standards. 

Fully compatible with World Trade 
Organization rules, CBAM is not about 
trade protection, but about protecting 
the EU’s climate ambition.

The EU is introducing CBAM in a 
gradual manner. For a transitional 
phase running until the end of 2025, EU 
importers of CBAM goods — steel, iron, 
aluminium, cement, hydrogen, fertilis-
ers and electricity — from non-EU coun-
tries will only need to provide data on 
the carbon intensity of their products.

Then, starting in 2026, companies 
will begin buying and surrendering 
CBAM certificates based on the carbon 
footprint of their imports. Payments 
under CBAM will be phased in over a 
decade until 2035. For the sectors con-
cerned, this will occur in parallel with 
the planned phasing out of the free 
allowances currently available under 
the ETS, ensuring equal treatment 
between non-EU and EU producers. 

The European Commission has pro-
vided extensive guidance to industry on 
how CBAM will work during the transi-
tion phase. We will maintain a close and 
constructive dialogue with businesses, 
other stakeholders and trading partners 
during this period.

In mid-2025 we will draw the lessons 
of this period and use the information 
gathered to refine the framework before 
CBAM payments begin, looking in par-
ticular at its impact on EU exports and 
its likely extension to more sectors. 
Through the EU Innovation Fund, bol-
stered by the phasing out of ETS free 
allowances, we will also provide finan-
cial support to help EU companies in the 
sectors covered by CBAM in their decar-
bonisation efforts. 

I want to reassure non-EU companies 
that we will never ask more of them 
than we do of EU producers. Carbon 
prices already paid in the country of 
production can be deducted from the 
CBAM payment. There will be no bill 
due, should that carbon price be higher 
than the EU ETS price. 

We have seen that our plans to intro-
duce CBAM have already been a catalyst 
for countries in the G20 and beyond to 
step up their own work on carbon pric-
ing. This is good news for our belea-
guered planet. We will remain fully 
engaged in discussions in this area, both 
bilaterally and multilaterally — in the 
OECD, the G7’s Climate Club, the WTO 
and the UN Framework Convention on 
Climate Change. We also welcome the 
fact that governments and industry 
worldwide are finding new and innova-
tive ways to decarbonise. An inherent 
feature of CBAM is that any effective 
decarbonisation effort will reduce 
charges on imports. 

As this important new climate meas-
ure takes effect, we are committed to 
working hand in glove with businesses 
in the EU and beyond, as well as with 
governments around the world, to make 
it work. Because the battle to save our 
planet from disaster will be won
globally, or not at all.

The writer is EU commissioner for the
economy

EU measures aim 
to encourage industry 

globally to embrace 
greener technologies

Paolo
Gentiloni

accountants to tweak carbon reporting 
rules to enable lenders to provide transi-
tion finance to wind down activities 
with large emissions without being 
penalised (as they currently are).

These are all eminently sensible ideas 
that could — and should — be adopted as 
soon as possible. Indeed, it is tragic is 
that they were not implemented a few 
years ago, when money was so cheap 
that western asset managers were eager 
to embrace risk. Now the credit cycle 
has turned.

But, as the proverb says, better late 
than never — and the fact that Banga has 
even created a CEO council (which is the 
first of its type) suggests that momentum 
for change is building. It will not be easy; 
the idea of using MDB capital to de-risk 
private sector projects is controversial. 

However, the global financial commu-
nity has every reason to hope that at least 
some of these ideas will fly, as do the mil-
lions of people around the world who
are suffering the effects of poverty and 
climate change. All eyes on Marrakech.

gillian.tett@ft.com

South Africans’ support for Russia is rooted in misplaced nostalgia 

Still, Winnie Mandela, tortured in 
prison and banished to the remote town 
of Brandfort, was one of many who con-
flated Moscow with the prospect of lib-
eration. She called the Alsatian she kept 
for protection Khrushchev. 

That was then. More than three dec-
ades after the collapse of the Soviet 
Union — of which Ukraine was in any 
case a part — South Africa has zero obli-
gation to Russia. Those in the ANC who 
pay homage to Vladimir Putin’s gro-
tesque regime are dabbling in danger-
ous thinking.

Condemning Moscow does not mean 
an unthinking adherence to the west.
As global allegiances shift, South Africa 
will be right to pick and choose as
its national interest dictates. That does 
not mean an abandonment of moral 
principles.

“If there’s autonomy, there should be 
pride in being independent,” Soyinka 
told the students in Stellenbosch. “We 
cannot drop one set of chains and then, 
as mature people, put our legs in 
another set.” 

david.pilling@ft.com

The promise, and peril, of generative 
AI is that it is now so readily accessible 
and can be deployed at extraordinary 
speed and scale. More than 100mn 
users experimented with OpenAI’s 
ChatGPT chatbot within two months
of launch. And technology companies 
are now building even more powerful 
multimodal models that combine text, 
images, audio and video.

“Many of our technology-related 
problems arise because of the unfore-
seen consequences where apparently 
benign technologies are employed on a 
massive scale,” Kranzberg wrote. That is 
true with social media and is becoming 
the case with generative AI, too. As with 
other technologies, a messy period of 
behavioural, societal and legislative 
adaptation will follow.

A Sequoia Capital report posted this 
month suggested that generative AI was 
still in its “awkward teenage years.” The 
industry certainly has a lot of growing 
up to do and parental intervention will 
be required.

The writer is founder of Sifted, an FT-
backed site about European start-ups

The promise — and peril — of generative AI 
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CROSSWORD

No 17,535 Set by NEO

  JOTTER PAD

ACROSS

 9 Deer must cross eastern stream in pain 
(9)
 10 Daisy’s teacher docking marks (5)
 11 What makes trestle from mixture of 
letters? (7)
 12 Champion youth slicing French bread (7)
 13 Couple in Longleat Woods (3)
 14 Destroy pests initially missed in old 
gallery (11)
 17 Article One restricts covering expensive 
fiddle (5)
 18 Moment good to find cat (3)
 19 Fresh cosmetic item (5)
 21 Made aware in the legend, exploded (11)
 23 P for Plato? That’s Listener’s line! (3)
 25 Men moved into Black Country (7)
 27 Withdraw finance after sub-prime crash? 
(4,3)
 28 Beginner in truck on notice to put foot 
down (5)
 29 One ship is located outside for victorious 
English team (9)

DOWN

 1 The endless growth in snooker? (6)
 2 Fear soldier on holiday regularly going 
missing (8)
 3 Oven contents fed to bird — hungry 
creature (10)
 4 Island’s ace: stick around! (4)
 5 Photograph monster one encountered in 
bed? (10)
 6 Googly say — it’s bowled everyone! (4)
 7 Venues made from stone elevated Verdi 
opera (6)
 8 Track to follow round peaks where fruit 
trees thrive (8)
 15 Opportunity for murder? Nothing doing! 
(4,2,4)
 16 Student involved with gyrating devil said 
to be reckless (3-7)
 17 Complex dance, toe damaged: that’s the 
story (8)
 20 Small whale quietly entering three rivers 
(8)
 22 Tree’s large planted by popular 
sanctuary (6)
 24 Dull books about British employment (6)
 26 Military officer thought to have a first (4)
 27 Explosive upsurge in markets? (4)

Solution 17,534

You can now solve our crosswords 
in the FT crossword app at  
ft.com/crosswordapp

A consultant is someone who borrows 
your watch to tell you the time, and 
then keeps it, so the joke goes. 

These days, it looks like fewer 
people want to lend out their watches. 
Demand for management and 
consulting services boomed during the 
pandemic as companies sought advice 
on how to revamp and adjust their 
businesses. But concerns about the 
economy and cost cutting across the 
tech and banking sectors have put the 
brakes on that spending.

Accenture is the latest to flag 
the pressures on its industry. The 
company, which offers IT consulting 
and outsourcing services, reported a 
4 per cent rise in revenue for the fiscal 
fourth quarter that ended in August.

But within this, the consulting 
business — which accounts for more 
than half of group revenue — fell 2 per 
cent. The pullback in demand from the 
communications, media and tech 
industries was pronounced, with 
revenue there down 12 per cent. 

Accenture’s forecast for fiscal 2024 
did little to quell concerns about 
dwindling IT spending. Full-year 
adjusted earnings per share are 
expected to be in the range of $11.97 to 
$12.32, below estimates of $12.45. The 
midpoint of its revenue growth forecast 
of 2 per cent to 5 per cent also fell short 
of estimates.

That said, Accenture looks better 
placed than many of its rivals to 
weather the slowdown. Unlike 
standalone consultancies such as 
McKinsey, it has transformed over the 
years into a one-stop shop for clients. 

Its ability to provide comprehensive 
solutions has helped it grow annual 
revenue from $28bn in 2012 to $61.6bn 
last year. Net income has more than 
doubled during this period.

Accenture’s heft is reflected in the 
share price. Despite a 5 per cent decline 
yesterday, the stock remains up 14 per 
cent over the past 12 months, to give 
the company a market valuation of 
nearly $200bn. A push into generative 
services offers support for a valuation 
of 26 times forward earnings.

Accenture: 
consultancy flee

disposals. The market expected a fall. 
Sensible targets and good execution 

explain why investors are taking 
another look at the stock. How much 
further can it re-rate? The shares still 
trade at less than 10 times 2024 
earnings, a 25 per cent discount to the 
defence sector according to Berenberg. 

Some of this is warranted. Babcock is 
a smaller group than, say, BAE 
Systems. While more than three 
quarters of full-year 2024 revenues will 
be defence-related, Agency Partners 
says, it still owns some motley assets. 

Continental equipment 
manufacturers such as Rheinmetall 
stand to benefit from the new defence 
environment. A UK-focused company 
that provides a lot of engineering and 
maintenance services will see lower 
and slower growth. 

The shares rose 5 per cent, taking the 
total gain to 40 per cent since the start 
of the summer. This strong run follows 
a period of underperformance. The 
group expanded fast from the late 
noughties. That brought City applause 
but also non-performing contracts and 
high debts. The shares fell by three 
quarters between 2014 and 2020.

The management’s strategy involves 
selling £580mn of assets and pickier 
contract selection. It is paying off.

Net debt to ebitda fell to 1.5 times at 
the end of 2022, down from 2.8 times 
at the half year. That is broadly in line 
with the sector. With low and zero-
margin contracts running off, margins 
and cash conversion are improving. 

Babcock is also seeing better than 
expected growth. Yesterday it said 
organic revenue rises were offsetting 

Sony needs to find a full-time 
replacement for Ryan speedily, or this 
key business may be neglected.

Metaphors concerning the difficulty of 
changing course at sea do not apply to 
nuclear submarines. These are 
surprisingly agile vessels. Not so 
Babcock, which helps maintain them 
for the UK’s Ministry of Defence.

The contractor embarked on its own 
turnaround in 2020. It began making 
progress about a year ago, as Lex 
noted. Buoyed by the defence theme, 
Babcock is now steaming ahead, as an 
update yesterday revealed.

Babcock: 
dock star

After almost three decades at Sony, 
British gaming chief Jim Ryan is 
retiring. Hiroki Totoki, Sony’s group 
president, will step in as the unit’s head 
until a permanent successor is found. 
He will be thinly spread. Profits are 
waning at the Japanese entertainment 
group. Meeting PlayStation targets for 
this year will be tough. 

Ryan will be hard to replace. He 
oversaw the launch of PlayStation 5, 
the best-selling console worldwide this 
year. This reflects creativity in the face 
of tough competition from Nintendo 
and Microsoft. The acquisition of US 
audiophile gear maker Audeze has also 
helped grow the fan base. 

Totoki is not a natural fit for a role 
requiring showmanship. Since joining 
Sony in 1987, his core experience at 
Sony has been in finance. He held the 
post of chief financial officer and led 
the establishment of Sony Bank in 
2001. He is new to his current role as 
president and chief operating officer, 
having only been promoted in April.

Sony’s earnings missed expectations 
last month. Its profits slipped 17 per 
cent in the June quarter. It is weighed 
down by sharp drops in operating 
income in its financial services 
segment. Its image sensor chips 
business is exposed to slowing global 
demand for smartphones and 
microprocessors. A writers’ strike has 
delayed the release of movies and TV 
series at Sony Pictures.

That puts pressure on its lucrative 
gaming business to pick up the slack in 
the coming quarters. Its game and 
network services business accounts for 
the largest proportion of group sales. 
Yet PlayStation 5 sales were weaker 
than expected in the past quarter. 

Sony’s shares are up a fifth this year, 
but still trade at 17 times forward 
earnings, at a discount to local peers 
including Nintendo. That reflects the 
drag from the group’s weaker units. 
Turning around the group’s financial 
unit will be a full-time job for Totoki. 

PlayStation: 
Jim workout

Ringfencing is a quirk almost as British 
as drinking black tea with milk and 
talking about the weather. UK lenders 
are required to separate retail banking 
from non-retail activities. This is 
meant to save taxpayers further 
bailouts of the kind triggered by the 
2008 banking crisis. Whether this is 
required, given tough global capital 
standards, is a moot question.

The Treasury issued proposals 
yesterday to modestly ease ringfencing. 
This was little more than a nod to 
pressure to deregulate the UK’s 
stagnating markets. 

The plan drew on last year’s Skeoch 
independent review. This suggested 
changes that included exempting 
simpler banks that lack large 
investment banking and trading 
operations. Ringfencing is irksome, 
creating hefty administrative burdens 
and capital inefficiencies.

One ringfencing threshold is the size 
of deposits, long held at £25bn. The 
Skeoch review recommended raising 
these. The Treasury proposals also 
advocate doing so, to £35bn. That 
could increase retail competition 
among smaller deposit takers that may 
have suppressed deposits to avoid 
increased oversight. 

More relief could come via the 
Treasury’s secondary threshold 
proposal. This would exempt retail 
banks that have trading assets of 
less than 10 per cent of total tier one 
capital, unless they are classed as a 
globally significant bank. On this basis, 
Virgin Money should get an exemption.

Other tweaks by the Treasury seem 
targeted at banks that may wish to 
expand their banking overseas. At 
present, ringfenced banks can only 
have operations within the UK and the 
European Economic Area. This sounds 
a little less about opening branches in 
the US and rather more about 
encouraging business with tax havens 
such as the non-EEA Channel Islands.

The Treasury consultation smacks 
of the timidity characteristic of a 
government with little in the way of a 
plan for business or the economy. It 
does not address the central question: 
why have ringfencing at all?

UK banks, like rivals elsewhere, are 
moving towards implementing the 
stricter capital regime of Basel 3.1. 

UK ringfenced banks: 
circular thinking

Lenders in the UK have survived this 
spring’s banking turmoil better than 
the US or Switzerland. But so did EU 
counterparts, which do not have 
ringfences. They are a British quirk the 
British should reconsider.

Twitter: @FTLex 

AMS-Osram has suffered an 
unfortunate failure of foresight 
for a company whose products 
include car headlights. It loaded up 
on short-dated debt a couple of years 
before interest rates began rising. 

The business is the result of 
Austrian chipmaker AMS taking over 
German lighting and sensor group 
Osram in 2019. After a bid tussle with 
Bain and Carlyle, AMS paid a pricey 
€4.5bn ($4.1bn) for Osram. 

A net debt pile worth three times 
ebitda was manageable at first, even 
as sales slipped during the pandemic. 
But higher rates mean that news of a 
€2.5bn fundraising plan knocked its 
share price by a quarter yesterday. 

AMS-Osram is asking investors for 
a lot of capital relative to its market 

value of SFr1.1bn. It plans to raise 
€800mn via a discounted rights issue 
this year. Another €800mn would 
come from an issue of new unsecured 
notes. An asset sale and leaseback 
would garner a further €300mn. 

To cap it all, AMS-Osram would issue 
€350mn of debt in 2024.

This financing plan would cover debt 
maturities due by 2025. Assuming the 
full €800mn of equity goes to paying 
down debt, leverage would fall to 
under two times ebitda, down from 
more than three times. 

AMS-Osram has staked its future 
on supplying the automotive and 
healthcare industries. It is aiming 
to capture a slice of the growing 
microLED business. The technology 
promises to support the next 

generation of visual display screens 
and could be worth $4.4bn by 2028, 
says Simon Coles of Barclays.

Unfortunately, revenues slipped 
8 per cent between the first and 
second quarters of this year. Cost cuts 
of €150mn are needed to keep profits 
at an acceptable level.

Investments, such as a $800mn 
Malaysian factory, should begin to 
bear fruit soon, as capital spending 
peaks. Analysts forecast the group 
will generate €300mn in average 
annual free cash flow in 2024-2026. 

Shareholders are expected to 
approve the rights issue at next 
month’s extraordinary general 
meeting. That decision and its 
refinancing should help switch on 
AMS-Osram’s future recovery. 

FT graphic   Source: LSEG
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AMS-Osram: lightbulb moment
The Austrian sensor business has dwindled in value along with earnings expectations. 
An approaching wall of debt maturities requires drastic action. A rights issue is expected 
to push leverage back to manageable levels.
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